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BHANDARI UDHYOG LIMITED

NOTICE

NOTICE is hereby given that the thirty first Annual General Meeting of the members of Bhandari Udhyog Limited
will be held on Friday the 30" September 2011 at 11 100 a.m. at the Registered Office of the Company to transact
the following business.

CRDINARY BUSINESS :

1. To receive, consider and adopt the Balance Sheet as at 31%t March 2011 and the Profit & Loss Account ended
on that date along with the Reports of the Directors’ and that of the Auditors’ thereon.

2. To appoint a director in place of Mr. S K Bhandari who retires by rotation and being eligible offers himself for
re-appointment. )

3. To appoint a director in place of Mr. Ajay Kumar Bhandari who retires by rotation and being eligible offers
himself for re-appointment.

4. To appoint Auditors of the Company and fix their remuneration.

SPECIAL BUSINESS :

1. To consider and if, thought fit to pass with or without modification, the following resolution as Special Resolution;
“RESOLVED that pursuant to the provisions of Section 94(1) (a) of the Companies Act, 1956 and other
applicable provisions, if any, the Authorised Capital of the Company be and is hereby increased from Rs.
4,00,00,000/- divided into 40,00,000 Equity Shares of Rs. 10/- each to Rs. 5,00,00,000/- divided into 50,00,000
Equity Shares of Rs. 10/- each. - 5

Amendment to Memorandum of Association
“RESOLVED that existing Cluase V of the Memorandum of Association of the Comapany be deleted and in its
place the following Cluase V be substituted :

\. The Authorised Capital of the Company is 5,00,00,000/- (Rupees Five Crores) divided into 50,00,000
(Fifty Lakhs) Equity Shares of Rs. 10/- (Rupees Ten only) each.

Date: 14" July, 2011
Place: Raichur

By Order of the Board

S.K. Bhandari

Notes : Managing Director

1. A member entitled to attend and vote at the meeting is entitled to appoint a proxy to attend and vote instead
of himself and the proxy need not be a member of the Company.

2. The instrument appointing the proxy, in order to be effective must be deposited at the Registered Office of the
Company not less than 48 hours before the commencement of the meeting.

3. The register of members and share transfer books of the Company will remain closed from 24" September
2011 to 30" September 2011 (both days inclusive.)

4. Members are requested to notify any change in their address to the Company’s Share Transfer Agent — M/s.
Big Share Services Private Limited, E2/3, Ansari Industrial Estate, Saki Naka, Andheri (East), Mumbai — 400
072.

5. Members desiring any information as regards to accounts are requested to write to the Company at least 10
days before the meeting to enable the management to keep the information ready.

6. Members/ proxies should bring the attendance slip duly filled in for attending the meeting.

7. The relevant information pursuant to Clause 49 of the Listing Agreement with Stock Exchanges on the code
of corporate governance relating to Mr. S. K. Bhandari and Mr. V. M. Bhandari is included in the explanatory
statement.

Explanatory Statement Pursuant to Section 173(2) of the Companies Act, 1956 :

The present Authorised Capital of the Company is Rs. 4.00 Crores. With a view to brodbase the capital, it is
propsed to increase the Authorised Capital to Rs. 50.00 Crores divided into 50,00,000 Equity Shares of Rs.
10/- each.

None of the Directors, except to the extent they would participate in the fresh issue of shares, is concerned or
interested in the resolution.

Your directors recommended the above resolutions for your consideration.
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BHANDARI UDHYOG LIMITED
Registered Office: 1% Floor, Kushal Chambers
M.G. Road, Raichur — 584 101

DIRECTORS’ REPORT
To ‘
The Members,

Your directors are pleased to present the annual report along with the audited financial statements for
the year ended 31 March 2011.

FINANCIAL RESULTS :

Particulars Year ended 31.3.2010 Yea'r ended 31.3.2009
Turnover and other income 69,312,040 46,421,144
Depreciation 1,061,205 1,074,383
Profit / (Loss) before tax (8,164,366) 169,519
Add: Deferred taxation adjustment 640,645 (5,817,816)
Profit on sale of land 162:63;382 -
Profit/(Loss) after taxation 4,159,319 4,502,729
Add / (Less): brought from last year (117,202,027) (129,279,756)
Balance carried to balance sheet (113,042,708) (117,202,027)
OPERATIONS :

The total sales and other income during the year under review aggregated to Rs. 69,312,040 as against
Rs. 46,421,144 in the previous year. The Company’s net profit for the year was Rs. 4,159,319 as
against profit of Rs. 4,502,729 during the previous year.

DIVIDEND :

Your directors do not recommend any dividend for the year

DIRECTORS :

There is no change in the constitution of the Board. Mr. S. K. Bhandari and Mr. Ajay Kumar Bhandari,
Directors of the Company retire by rotation at the ensuing annual general meeting and being eligible
offers themselves for re-appointment.
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FIXED DEPOSITS :

During the year under report, the Company has not invited / accepted any fixed deposit from public
attracting the provisions of section 58A of the Companies Act, 1956, read with Companies (Acceptance
of Deposits) Rules, 1975.

LISTING WITH STOCK EXCHANGES:

As per the requirement of listing agreement with stock exchanges, your directors hereby declare that the
listing of shares had been discontinued throughout the year with the following exchange and efforts are

being made for relisting of shares and the listing fees for the year 2010-11 stands paid.
Bombay Stock Exchange Ltd

Phiroze Jee Jeebhoy Towers, Dalal Street

Mumbai.

DEPOSITORY SYSTEM :

2,083,790 equity shares representing 64.13% of total paid up equity share capital of the Company have
been in dematerialized form as on 31.3.2011.

CORPORATE GOVERNANCE :

A report on corporate governance is included in the annual report.

COMPLIANCE CERTIFICATE :
As required under the provisions of section 383A of the Companies Act. 1956 the Company has obtained
and attached to this report, compliance certificate from M. Chandrappa, Practising Company Secretary.

DIRECTORS’ RESPONSIBILITY STATEMENT:

a) In the preparation of the annual accounts, the applicable accounting standards had been followed
along with proper explanation relating to material departures.

b) Appropriate Accounting Policies have been selected and applied consistently and have made
judgments and estimates that are reasonable and prudent so as to give a true and fair view of the
state of affairs of the Company at 315t March 2011 and the profit of the Company for the year ended
on that date.

c) Proper and sufficient care has been taken for the maintenance of adequate accounting records in
accordance with the provisions of the Companies Act, 1956, for safe guarding the assets of the
Company and for preventing and detecting fraud and other irregularities.

d) The annual accounts for the year ended 31 March 2011 have been prepared on a going concern
basis.

PARTICULARS OF EMPLOYEES:

None of the employee was in receipt of remuneration during the year or part of the year ended on

31.03.2011 exceeding such sum as prescribed under section 217 (2A) of the Companies Act, 1956 read

with Companies (Particulars of Employee's) Rules 1975 as amended from time to time.

FOREIGN EXCHANGE EARNINGS AND OUT GO : 3

There was no Foreign Exchange Earnings in flow and out go during the year under review.
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BHANDARI UDHYOG LIMITED

AUDITORS :

M/s
and

. Dagliya & Co., Chartered Accountants, existing auditors retire atthe ensuing annual general meeting
being eligible, offer themselves for re-appointment.

AUDITORS REPORT :

With regard to observation in the Audit Report the Directors furnish the following explanation :

Para | Observation of Auditors Reply
I (&) Botails ol clediors Ao Macro The creditors constitute no SSI unit as Kappas the
Staall and Meditim Units main raw material is agro based product and procured
through agents and farmers. However step are taken
to identify SSI units constituting sundry creditors so
as to furnish particulars as required
1 (f) Non providing for Retirement This is being done and will be reported in the coming
Gratuity year

CONSERVATION OF ENERGY, TECHNOLOGY ABSORPTION AND FOREIGN EXCHANGE
EARNINGS AND OUTGO :

The particulars relating to conservation of energy are furnished here under.

a)

4 -

©)

Conservation of energy: Energy conservation measures taken: The Company has continued its
conservation measures at its cotton ginning, pressing unit and sunflower/ cottonseed oil extraction
unit that include correction of defective electrical installations.

Additional investment and proposals: The additional investments have been made from time to time
as and when required.

Impact of measures: In a) and b) above resulted in avoidance of wastage of energy there by achieved
reduction of power consumption.

The Company has no activity that is required to be furnished details of total energy consumption as per

Form “A” of the annexure to the Companies (Disclosure of Particulars in the Report of Board of Directors)
Rules 1988 as it does not fall under the industries specified in the schedule thereto.

The Company continued research and development activity consistently to ensure quality of the Company’s

products that meet the requirement of the customers.

THIRTY FIRST ANNUAL REPORT - 2010 - 2011
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EMPLOYEE RELATIONS:
Industrial relations remain cordial and the Directors wish to place on record their appreciation of the
valuable services rendered by the employees at all levels.

ACKNOWLEDGEMENTS

The Board of Directors wish to place on record their appreciation for the continued support provided by
the valued customers, suppliers, Karnataka State Financial Corporation, Canara Bank, State and Central
Government and Local Authorities in conducting the Business activities of the Company.

For the Board of Directors

Place : Raichur S. K. Bhandari V. M. Bhandari
Date : 14" July, 2011 Managing Director  Whole-time Director




BHANDARI UDHYOG LIMITED

CORPORATE GOVERNANCE REPORT
Company’s Philosophy :

Your Company believes in fair business practices while dealing with the stake holders besides, transparent
and fair corporate actions with adequate disclosures.

Board of Directors :

The Board of Directors consists of a Managing Director, Whole-time Director and three other directors
who are non executive directors. Two out of three directors are independent directors. The Chairman of
the Board of Directors is a non- executive chairman.

The composition of the board of directors is as follows :

THIRTY FIRST ANNUAL REPORT - 2010 - 2011

Sl. | Name of Director Designation Category No of directorships |Membership held

No. in other Companies |in committees of
other Companies

1. | Mr.Shantilal Mootha Chairman Non-executive | Nil Nil

2. | Mr. S.K. Bhandari Managing Director |Executive Nil Nil

3. | Mr. V.M. Bhandari Whole-time Director| Executive Nil Nil

4. | Mr. M. Ganesh Director Non-executive | Nil Nil

5 .| Mr. Ajay Kumar Bhandari| Director Non-executive | Nil Nil

Board Meetings and Attendance :

During the financial year 2010-11, eight Board meetings were held on 30-04-2010, 26-06-2010, 29-07-
2010, 02-9-2010, 17-09-2010, 29-10-2010, 28-01-2011 and 08-03-2011. Details of attendance of each
director at the Board Meetings during the financial year ended 31t March 2011 are given below.

. No. of
h?cl;. Name of the Director o ofhhelizetlngs X;:[t‘iggj Whe;r::\r,ig:‘essinethit e
i Mr.Shantilal Mootha 8 8 Yes
2. Mr. S.K. Bhandari 8 8 Yes
3. Mr.V.M. Bhandari 8 8 jEs
4. Mr. M. Ganesh 8 8 Yes
5. Mr. Ajay Kumar Bhandari 8 8 Yes




BHANDARI UDHYOG LIMITED THIRTY FIRST ANNUAL REPORT - 2010 - 2011

Directors proposed to be re-appointed :

The brief particulars of the directors of the Company proposed to be re-appointed at the ensuing annual
general meeting are here under.

Mr S K Bhandari aged about 66 years is a Commerce Graduate with a vast corporate experience of over
35 years.

Mr. Ajay Kumar Bhandari aged about 36 years is an MBA having nearly 8 years experience in cotton
ginning/pressing and oil extraction business.

Committees :

Audit Committee :

The audit committee consists of the following directors.
Sri Shantilal Mootha Chairman

Sri M. Gansesh Member

Sri Ajay Kumar Bhandari Member

The Broad terms of reference to the committee are compliance of internal control systems, financial
disclosures and other issues confirming to the requirements specified in the listing agreement. The
committee has met five times during the year ended 315t March 2011 and all the members were present
at the meetings. \

Shareholders/investors Grievance Committee :

The committee consists of the following directors. .
Sri. V.M. Bhandari Chairman

Sri. M. Ganesh Member

Sri. Shantilal Mootha  Member

The members met four times during the financial year 2010-11 and all the members were present at the
meetings. No grievance was pending as on 31 -03-2011.

Remuneration Committee:

The committee consists of the following directors.

Sri. Shantilal Mootha Chairman
Sri. M. Ganesh Member
Sri. Ajay Kumar Bhandari Member

At present the directors are not drawing any remuneration. The remuneration payable to the directors
will be proposed by the committee as and when the need so arises.
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General Body Meeting :
Information regarding last 3 years Annual General Meetings is given below.

Year Venue Day/Date Time

2007-08 1% Floor, Kushal Chambers, M.G. Road, Raichur — 584 101 Monday29-09-2008 10.00 AM
2008-09 1% Floor, Kushal Chambers, M.G. Road, Raichur — 584 101 Monday30-11-2009 10.00 AM
2009-10 1% Floor, Kushal Chambers, M G. Road, Raichur — 584 101 Monday29-11-2010 10.00 AM

Generally all the resolutions in the annual general meeting are passed through show of hands. No
special resolutions were considered.

Annual General Meeting that requires putting through postal ballot: There are no such proposals at the
ensuing Annual General Meeting.

Code of conduct:

The Board of Directors and senior personnel of the Company have adopted the code of business conduct
_and ethics.

Disclosures:

There are no materially significant related party transactions that would have beén a conflict of interest
with the Company at large.

General Sharehoiders Information :

A.

Annual General Meeting
Day & Date

Time

Venue

Financial Calendar

Financial Year

Board Meeting for consideration
of unaudited results for last two
quarters

Date of Book Closure

(Both days inclusive)

Listing on Stock Exchanges

Listing fees for the year 2010-11

Share Transfer Agents

Share Transfer System

Dematerialization of Shares

30 September 2011
11.00 AM
1# Floor, Kushal Chambers, M.G. Road, Raichur—584 101

1t April 2010 to 31t March 2011

Last week of succeeding month

24" September 2011 - 30" September 2011

Bombay Stock Exchange Ltd,
Phiroze Jeejeebhoy Towers
Dalal Street, Mumbai.

Paid to the Stock Exchange

Big Share Services Pvt. Ltd.,E-2/3

Ansa Industrial Estate, Sakhvihar Road

Saki Naka, Andheri (East)

Mumbai — 400 072 Tel : 28473747 / 28473474

The turnaround time for completion of transfer of shares
in physical form is generally less than 30 days from the
date of receipt, if the documents are clear in all respects.
The demat requests confirmed within 21 days from the

date of receipt of DRF and share certificates.
2,083,790 equity shares representing 64.13% of the
equity share capital is in dematerialized form.
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Distribution Schedule :

Distribution holding as on 31.3.2011

]
|
I
.‘
} [‘ Category Total holders % of holders Total Holding % to total
i (Rs.) equity
| 1 — 5000 928 65.12 2061820 635
| 5001 — 10000 154 10.82 1360110 4.18
,I 10001 — 20000 83 5.82 1368570 4.21
\ 20001 — 30000 114 8.00 3014950 9.28
| 30001 — 40000 67 4.70 2242950 6.90
40001 — 50000 22 1.54 1068000 3.29
‘ 50001 — 100000 25 175 1745750 5.37
‘J 100001 — 99999999 32 225 19630850 60.42
)\ Total 1425 100.00 32493000 100.00
Share Holding Pattern as on 31.3.2010
" No. of Equity Percentage of
Category Shares Holding

A. Promoters Holding
1. Promotersindian Promoter

Foreign Promoter 1367100 42.07
2. Persons Acting in Concert = =

SUB TOTAL 1367100 42.07

B. Non Promoter Holding
3. Institutional Investors - -
Mutual Funds & UTI

Banks, Financial 80300 2.47

Institutions/Insurance - -

Companies

Flis

SUB TOTAL 80300 2.47

4. Others

Private Corporate Bodies 394416 12.14

Indian Public 14003310 43.10

NRIs/ OCBs 7153 0.22

Any other share in transit 0 0

SUB TOTAL 1801900 55.46
L GRAND TOTAL 3249300 100.00
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Note: 2. Foreign shareholdings

Total Foreign shareholdings

Flis 0 0

NRIs/OCBs 7153 0.22

Total 53 0.22

Address for Investor correspondence For other correspondence

correspondence Big Share Services Pvt. Ltd., Bhandari Udhyog Ltd.,
E-2/3, Ansa Industrial Estate Ist Floor, Kushal Chambers
Sakhvihar Road M. G. Road
Saki Naka, Andheri (East) Raichur - 584 101

Mumbai - 400 072.

Tel. No. : 28473747 / 28473474
Plant Location:
Manchalpur Road, Raichur — 584 102
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CEO / CFO Certification
The Board of Directors,
Bhandari Udhyog Limited,

Raichur.

Re .: Financial Statements for the financial year 1.4.2010 to 31.3.2011 -
Certification by Managing Director and Whole-time Director

We, Mr. S K Bhandari, Managing Director and Mr. VV M Bhandari, Whole time Director of Bhandari
Udhyog Limited; on the basis of the review of the financial statements and 'the cash flow statement for
year ended 31¢t March 2011 and to the best of our knowledge and belief, hereby certify that:

1. These statements do not contain any materially untrue statements or omit any material fact or contain
statements that might be misleading.

2. These statements together present a true and fair view of the company'’s affairs and are in compliance
with existing accounting standards, applicable laws and regulations.

3. These are to the best of our knowledge and belief, no transactions entered into by the Company for
the year ended 31* March 2011 which is fraudulent, illegal or violative of the Company’s code of
conduct.

4. We accept responsibility for establishing and maintaining internal controls for financial reporting, we
have evaluated the effectiveness of the internal control systems of the Company pertaining to financial
reporting and we have disclosed to the auditors and the audit committee those deficiencies in the
design or operation of such internal controls of which we are aware and the steps we have taken or
propose to take to rectify these deficiencies.

5. We have indicated to the auditors and the audit committee that:

a) there have been no significant changes in internal control over financial reporting during this
year.

b) there have been no significant changes in accounting policies during the year.

¢) there have been no instances of significant fraud of which we have become aware and the
involvement therein, of management or an employee having significant role in the company’s
internal control system over financial reporting.

For the Board of Directors

S.K. Bhandari V.M. Bhandari -
Managing Director Whole-time Director
Place : Raichur
Date : 14-07-2011
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AUDITORS’ CERTIFICATE ON CORPORATE GOVERNANGCE

The Members
Bhandari Udhyog Ltd.,
RAICHUR

We have examined the compliance of conditions of Corporate Governance by Bhandari Udhyog Limited
for the year ended 31st March 2011 as stipulated in Clause 49 of the Listing Agreement of the said
company with Stock Exchange.

The compliance of conditions of corporate governance is the responsibility of the Management. Our
examination was limited to procedures and implementation thereof, adopted by the company for ensuring
the compliance of the conditions of the Corporate Governance. It is neither an audit nor an expression
of opinion on the financial statements of the company.

In our opinion and to the best of our information and according to the explanations given to us, subject
to the following: .

i.  The company has not appointed a whole time Company Secretary as required u/s 383 A of the
Companies Act, 1956.

ii.  The company has published unaudited quarterly results for the quarter ended 30.09.2010 only and
not for the other three quarters during the yearand also not subjected its quarterly financial accounts
to limited review during the year.

il. ~The company has not disclosed the particulars of number of persons employed in the Director’s
Report under ‘Management Discussion and Analysis’.

We certify that the company has complied with the conditions of Corporate Governance stipulated in the
above-mentioned Listing Agreement.

As per the information and explanations given by the Managing Director and based on the certificate by
the Registrars and Share Transfer Agents (RTA), no investor’s grievance/complaint received during the
year from 01.04.2010 to 31.03.2011 and that there are no complaints pending as on 31.03.2011.

We further state that such compliance is neither an assurance as to the future viability of the company
nor the efficiency or effectiveness with which the Management has conducted the affairs of the company.

For Dagliya & Co.
Chartered Accountants
FRN 0671 S

R S Somasekhara
Place: Bangalore Partner
Date : 14-07-2011 M.No. 018395
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AUDITORS’ REPORT

The Members of
Bhandari Udhyog Limited

RAICHUR

We have audited the attached Balance Sheet of BHANDARI UDHYOG LIMITED, RAICHUR as at
315t March 2011, the Profit and Loss Account of the Company annexed thereto and the Cash Flow
Statement for the year ended on that date. These financial statements are the responsibility of the
company’s management. Our responsibility is to express an opinion on these financial statements
based on our audit. .

We conducted our audit in accordance with Auditing Standards generally accepted in India. Those
Standards require that we pian and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatements. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the Accounting Principles used and significant estimates made by the management, as well
as evaluating the overall financial statements presentation. We believe that our audit provides a
reasonable basis of our opinion.

(I) As required by the Companies (Auditors’ Report) Order, 2003 (as amended by the Companies
(Auditor's Report) (Amendment) Order, 2004 issued by the Central Government in terms of sub-
section (4A) of Section 227 of the Companies Act, 1956 and based on such checks as we considered
necessary, we state that :

1. a) Though the company was maintaining records showing full particulars including quantitative
details and situation of fixed assets, the same is not available for our verification.

b) We are informed that, all the assets have been physically verified by the management during
the year. However discrepancies, if any, on physical verification could not be ascertained
due to non availability of fixed asset records.

c) As informed to us the company has disposed off certain portion of vacant land during the
year. However this has not affected the going concern status of the company.

2. a) As explained to us the stock of finished goods, raw materials, stores & spare parts have
been physically verified by the Management at reasonable intervals during the year. In our
opinion the frequency of verification of stocks is reasonable and adequate having regard to
the size of the company and nature of its business.

b) As per the information and explanations given to us and in our opinion it appears that the
procedures of physical verification of stocks followed by the Management appears to be
reasonable, and adequate in relation to the size of the company and the nature of its business.

¢) The Company is maintaining proper records of inventory, except in respect of stores &
spares for which no adequate stock records are maintained. The discrepancies noticed on
physical verification of stocks as compared to book records were not material. However, in
respect of stores & spares in the absence of adequate stock records, discrepancies, if any,
on physical verification could not be ascertained.

3. According to the information and explanations given to us, the Company has taken unsecured
loans from two companies covered by the Register maintained under Section 301 of the
Companies Act 1956. Loan outstanding as at the end of the year is Rs. Nil & Rs.35,01,000.00
respectively.
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4. In our opinion and according to the information and explanations given to us, and as per our evaluation,
it appears that there are adequate internal control systems commensurate with the size of the
Company and the nature of its business with regard to purchase of inventory, fixed assets and with
regard to the sale of goods. During the course of our audit, we have not observed any continuing
failure to correct major weaknesses in internal control.

5. a) Inour opinion and according to the information and explanations given to us, the particulars of
transactions that need to be entered in the register have been so entered.

b) According to the information and the explanations given to us, the company has no transactions
of purchase/sale of materials, goods or services made in pursuance of contracts/arrangements
entered in the register maintained under Section 301 of the Companies Act 1956.

6. As explained to us, the company has not accepted any deposits from the public within the meaning
of Sections 58A & 58AA of the Companies Act 1956, and rules framed there under.

7. According to the information and explanations given to us, the company has an internal audit system
during the year and in our opinion, it is commensurate with the size and nature of its business.
¥

8. According to the information and explanations furnished to us, the maintenance of cost records has
not been prescribed by the Central Government under Section 209 (1) (d) of the Companies Act,
1956, for the company’s activities / products.

9. a) The company is generally regular in depositing with the appropriate authorities the undisputed
statutory dues including Provident Fund, Investor Education Protection Fund, Employees State
Insurance, Income Tax, Sales Tax, Service tax, Wealth Tax, Customs Duty, Excise Duty, Cess
and other material statutory dues to the extent applicable to it.

b) According to the information and explanations given to us and based on the records verified by
us, we state that there were no undisputed amounts payable in respect of Income Tax, Wealth
Tax, Sales Tax, Service tax, Customs Duty, Excise Duty and Cess which have remained
outstanding as at 31.03.2011 for a period of more than 6 months from the date they became
payable except Profession Tax of Rs 4,675/-.

¢) According to the information and explanation given to us, there are no dues of Sales Tax, Service
tax, Income Tax, Customs Duty, Wealth Tax, Excise Duty and Cess, which have not been deposited
on account of any dispute.

10. The Company’s accumulated Loss as at 31t March 2011 exceeds 50% of its Net-worth. The company
has not incurred cash loss either during the year ended 31% March 2011 or during the immediately
preceding financial year.

11. The company has defaulted in payment of dues to Canara Bank. Outstanding overdue as at 31.03.2011
were Rs. 4,77,28,505/- excluding Rs 363.07 Lakhs being interest accrued till 31.03.2011, which is
not provided till 31.03.2011. The company has made an application for settlement of entire dues
under One Time Settlement (OTS) and the bank has since approved the same in the financial year
2011-2012 for Rs 470.00 Lakhs & the company has settled the same as on date of this report as
informed to us.

12. The Company has not granted any loans and advances on the basis of security by way of pledge of
shares, debentures and other securities during the year. Hence clause 4 (xii) of the Companies
(Auditors’ Report) Order, 2003 is not applicable to the Company.
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13. In our opinion, the Company is not a chit fund or a nidhi/mutual benefit fund/society. Therefore,
the provisions of clause 4 (xiii) of the Companies (Auditors’ Report) Order, 2003 are not applicable
to the company.

14. In our opinion, the company is not dealing in or trading in shares, securities, debentures and
other investments. Accordingly the provisions of Clause 4 (xiv) of the Companies (Auditors’
Report) Order, 2003 are not applicable to the company.

15. As informed to us, the company has not given guarantees for loans taken by others from banks
or financial institutions.

16. The company has not raised any term loans from banks or financial institutions during the year
under audit. Hence the question of application of funds does not arise.

17. According to the information and explanations given to us and on an overall examination of the
Balance sheet of the company, we report that no funds raised on short term basis have been
used for long term investments.

18. According to the information and the explanations given to us, the company, during the year has
not made any preferential allotment of shares to parties and companies covered in the register
maintained under Section 301 of the Companies Act 1956.

19. According to the information and explanations given to us, the company has not issued any
debentures during the year covered by our audit report. However security has been created in
respect of debentures issued on private placement in the earlier year.

20. The company has not raised money by public issues during the year. Hence the question of
utilization of the same does not arise.

21. Based on the audit procedures performed and according to the information and explanations
given to us, no fraud on or by the company has been noticed or reported during the course of
our audit.

() Subject to our Comments in para (I) above:

a) We have obtained all the information and explanations, which to the best of our knowledge and
belief were necessary for the purpose of our audit.

b) In our opinion, proper books of accounts as required by law have been kept by the Company so
far as appears from our examination of those books.

c) The Balance Sheet, Profit & Loss Account and Cash Flow Statement dealt with by this report
are in agreement with the books of account.

d) Inouropinion, the Balance Sheet, Profit & Loss Account and Cash Flow Statement dealt with by
this report expect AS-15 ® relating to employee benefit comply with the Accounting standards
referred to in Section 211(3C) of the Companies Act, 1956.

e) The company has not ascertained from the creditors as to whether they are registered
under Micro Smail & Medium Enterprises Development Act, 2006 and as such the
particulars of dues, if any, to such undertakings as required under Schedule VI to the
Companies Act, 1956, as amended are not disclosed.
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f) The company has accounted the Retirement Gratuity on cash basis as against actuarial
valuation basis as envisaged in AS-15 notified by the companies (Accounting Standard) Rules,
2006. Consequential impact on the accounts is not ascertainable due to the change in the
accounting policy.

Subject to the above, in our opinion and to the best of our information and according to the explanations
given to us, the said accounts give the information required by the Companies Act 1956, in the
manner so required and give a true and fair view in conformity with the accounting principles generally
accepted in India:

i) In the case of the balance sheet, of the state of affairs of the company as at 31t March 2011;
ii)  In the case of the profit and loss account, of the Profit for the year ended on that date; and

i)y In the case of the cash flow statement, of the cash flows for the year ended on that date.

3

For Dagliya & Co.
Chartered Accountants
FRN 0671 S

R S Somasekhara
Place: Bangalore Partner
Date: 14-07-2011 M.No. 018395
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BALANCE SHEET AS AT MARCH 31, 2011
Particulars Schedule As at As at
31st March, 2011 31st March, 2010
Rs. Rs. Rs. Rs.
SOURCES OF FUNDS
SHAREHOLDER’S FUNDS
Share Capital A 36,463,000 38,419,000
RESERVES AND SURPLUS B 8,538,377 9,923,446
DEFERRED TAX LIABILITY
LOANS Cc 20,341
i. Secured Loans 48,378,979 67,531,337
ii. Unsecured Loans 8,401,000 24,161,057
TOTAL 101,801,697 140,034,840
APPLICATION OF FUNDS
FIXED ASSETS D y
Gross Block 48,641,879 49,991,879
Less : Depreciation 32,080,289 30,801,006
16,561,590 19,190,873
Less : Provision for Impairment loss 665,000 15,896,590 665,000 18,525,873
INVESTMENTS = 14,050 14,050
DEFERRED TAX ASSET 620,304
(A) CURRENT ASSETS, LOANS AND ADVANCES F
Inventories 17,198,566 633,790
Sundry Debtors 20,115,387 25,300,761
Cash and Bank balances 2,055,862 655,330
Loans and Advances 896,384 4.624.217
40,266,199 31,214,098
(B) CURRENT LIABILITIES AND PROVISIONS G
i. Current Liabilities 64,807,532 26,869,860
ii. Provisions 1,051,599 279,924
65,859,131 27,149,784
NET CURRENT ASSETS (25,592,932) 4,064,314
PROFIT & LOSS ACCOUNT 113,042,708 117,202,027
Less : Balance in General Reserve (Per Contra 1,558,719 111,482,989 391,729 116,810,298
TOTAL 101,801,697 140,034,840
Significant Accounting Policies M
and Notes on Accounts
In terms of our attached report of even date
For Dagliya & Co.
Chartered Accountants
F. R. N. 06715
(R. S. Somasekhara) S. K. Bhandari V. M. Bhandari
Place : Bangalore Partner Director Director
Date :14-07-2011 M. No 018395
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PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDING 31st MARCH, 2011
Particulars Schedule As at As at
31st March, 2011 31st March, 2010
Rs. Rs.
INCOME
Sales 53,275,355 45,958,518
Other Income M 16,036,685 462,626
TOTAL 69,312,040 46,421,144
EXPENDITURE
Materials Consumed I 51,910,293 36,539,021
Operating, Personal and Administrative expenses Jd 21,933,994 5,318,105
Setting and distribution expenses K 1,704,293 1,836,166
Financial Charges L 866,622 818,950
Impairment Loss on Fixed Assets 665,000
Depreciation D 1,061,205 1,074,383
TOTAL 77,476,407 46,251,625
Profit / (Loss) Before Tax & Extra Ordinary Income (8,164,366) 169,519
and Prior period adjustments
Add : Extra Ordinary Income
KSFC Interest Waiver - 10,207,384
Profit on Sale of Land 15,263,332
Less : Prior Period Expenses 155,611 387,251
Less : Prior Period Income - 155,611 314,502 72,749
Less : Provision for Income Tax 1,225,000 900,000
Less : MAT Tax Credit Entitiement for the year 1,225,000 900,000
Less : Income Tax for earlier years 18,391
MAT Credit Entitlement of earlier year withdrawn 900,000
Add : Tax Adjustments for earlier Years
Income Tax - 8,282
FBT 2 8,109
Less : Deferred Tax Adjustment | 640,645 | 5,817,816
Profit / (Loss) After Tax 4,159,319 4,502,729
Balance As per Last Year (117,202,027) (129,279,756)
Less : Transfer from Redemption Reserve 7,575,000
Balance Carried to Balance Sheet (113,042,708) (117,202,027)
Earning per equity share of Rs. 10/- each 1.28 1.39
Diluted earning per equity share of Rs. 10/- each
Significant Accounting Policies & Notes on M
Accounts
In terms of our attached report of even date
For Dagliya & Co.
Chartered Accountants
F. R. N. 06715
(R. S. Somasekhara) S. K. Bhandari V. M. Bhandari
Place : Bangalore Partner Director Director
Date :14-07-2011 M. No 018395
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SCHEDULES TO THE BALANCE SHEET

Particulars As at As at
31st March, 2011 31st March, 2010
Rs. Rs. Rs. Rs.

SCHEDULE - A SHARE CAPITAL
Authorised
40,00,000 Equity Shares of Rs.10/- each 40,000,000 40,000,000

Issued, Subscribed and Paid up
32 ,49,300 Equity Shares (Previous Year 32,49,300 32,493,000 32,493,000
Equity Shares) of Rs.10/- each fully paid up of which

7,78,000 equity shares of Rs. 10/- issued as Bonus Shares
by Capitalisation of Profit / Reserve X
Share Application Money Pending Allotment 3,970,000 5,926,000

TOTAL 36,463,000 38,419,000

SCHEDULE B - RESERVES & SURPLUS

Capital Reserve
(On Revaluation of Fixed Assets) 3
Balance as per last Balance Sheet 9,335,446 9,679,696

Less : Transfer to General Reserve (Sale of Land) 1,166,990
Less : Withdrawl during the year on account of Depreciation 218,079 7,950,377 344,250 9,335,446

State Investment Subsidy From Govt. of Karnataka
as per Last Balance Sheet 588,000 588,000
General Reserve
As per Last Balance Sheet 391,729 391,729
Add : Transfer from Revaluation Reserve 1,166,990
Less : Debit Balance in Profit & Loss account (Per Contra) 1,568,719 - (391,729) <

Debenture Redemption Reserve
Balance as per Last Balance Sheet - 7,575,000 -
Less : Transfer to Profit & Loss Account - - 7,575,000 -

TOTAL 8,538,377 9,923,446
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SCHEDULES TO THE BALANCE SHEET

Particulars As at As at
31st March, 2011 31st March, 2010
Rs. Rs. Rs. Rs.
SCHEDULE - C SHARE CAPITAL
I. SECURED LOANS
From KSFC
Interest Accured & Due on KSFC Debenture & Loan - 652,358
From Canara Bank
Cash Credit 47,728,505 66,228,505
From Insurance Companies :
1. Birla Sun Life Insurance 101,400 101,400
II. ICICI Prudential Life Insurance 509,174 509,174
lll. Kotak Mahindra Life Insurance 39,900 39,900
48,378,979 67,531,337
il. UNSECURED LOANS
From
Body Corporate 3,501,000
Others - s 19,261,057
Directors 4,900,000 4,900,000
TOTAL 8,401,000 24,161,057
GRAND TOTAL (1) + (1) 56,779,979 91,692,394

A. NOTES FOR SECURED LOANS :

(1) Cash Credit from Canara Bank is secured by hypothecation of stocks & book debts and by second charge on
land & Building & Plant & Machinery and also personal commercial properties of S. K. Bhandari & V. M.
Bhandari and also commercial properties belonging to Pavan Bhandari, Sanjay Bhandari, Ajay Bhandari and

Abhay Bhandari relatives of the directors.

(2) Loans from Insurance companies are secured by assignment of Key Man Insurance policies taken by the

company covering directors).
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THIRTY FIRST ANNUAL REPORT - 2010 - 2011

SCHEDULES TO THE BALANCE SHEET

Particulars As at As at
31st March, 2011 31st March, 2010
Rs. Rs. Rs. Rs.
SCHEDULE - E - INVESTMENTS
At Cost
In Government Securities (Non Trade, Unqudted) 2
6 Year National Saving Certificate 14,050 14,050
TOTAL 14,050 14,050

SCHEDULE - F CURRENT ASSETS LOANS & ADVANCES
I. INVENTORY
(As per inventory taken, valued and
as certified by the Managing Director)
Stores & Spares 300,001 313,210
Raw Materials :
Loose Cotton (Intermediary product) 16,414,017 =
Packing Materials 484,548 320,580
Sub Total (1) 17,198,566 633,790
il. SUNDRY DEBTORS
Unsecured and Consolidated Good 18,112,765 13,723,690
Due for less than Six months 2,002,622 20,115,387 11,577,071 25,300,761
Due for more than Six months
Unsecured & Considered Doubtful
Doubtful Debts - 13,080,901
Less : Provision for Doubtful debts - - | (13,080,901) =

Sub Total (jii) 20,115,387 25,300,761
Ill. CASH AND BANK BALANCES :

Cash on hand 79,559 585,187

Balance with Scheduled Banks :

In current Account 1,976,303 70,143

Sub Total (lil) 2,055,862 655,330
IV. LOANS & ADVANCES :
(Unsecured & considered Good)
Advances recoverable in cash or

in kind or for value to received
Considered Good 394,504 3,381,039
Considered Doubtful - 851,630
Less : Provision for Doubtful Advances - - 851,630 -
Advance Income Tax & TDS - 741,298
Deposits 501,880 501,880
Sub Total (IV) 896,384 4,624,217
TOTAL (I + Il + 11l + 1IV) 40,266,199 31,214,097
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SCHEDULES TO THE BALANCE SHEET

Particulars As at As at
31st March, 2011 31st March, 2010
Rs. Rs. Rs. Rs.

SCHEDULE - G - CURRENT LIABILITIES & PROVISIONS
I. Current Liabilities

Sundry Creditors 62,915,666 23,362,907

Other !_iabilities 1,891,865 2,620,882

Bank Book Overdraft due to cheques overdrawn - 886,070

Sub Total (1) 64,807,532 26,869,859
Il. PROVISIONS

Provision for Income Tax (2009 - 10) Balance 3,196

Provision for Income Tax (2010 - 11) 1,225,000

Less : Advance Tax (TDS) 176,597 1,048,403

Provision for Gratutity - 279,924

Sub Total (iI) 1,051,599 279,924

¥
TOTAL (I + II) 65,859,131 27,149,783
SCHEDULES TO THE PROFIT & LOSS ACCOUNT
As at As at
31ist March, 2011 31st March, 2010
Rs. Rs. Rs. Rs.
SCHEDULE -H INCOME
SALES 53,275,355 45,958,518
Net Sales 53,275,355 45,958,518

OTHER INCOME
Interest received Form GESCOM 30,112 30,112
(TDS Rs. 3,011/- Previous Year Rs. 6,283/-)
Interest received on IT Refund 54,375 6,180
Rent Received 843,609 347,961
(TDS Rs. 24,033/- Previous Year Rs. 44,191 )
Insurance Claims received 736,344 56,701
Sundry Balances Written Back 159,791 12,698
Excess Provision in PF withdrawn 8,974
Provision for bad debts withdrawn 13,932,531 -
Provision for Gratuity withdrawn 279,924
TOTAL 16,036,685 462,626
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SCHEDULES TO THE BALANCE SHEET

Particulars As at As at
31st March, 2011 31st March, 2010

Rs. Rs.

SCHEDULE - | - MATERIALS CONSUMED
Raw Materials Consumed

Opening Stock - -
Add : Purchases - -

Less : Closing Stock < = % 5

Finished Goods Purchased

Loose Cotton purchase 67,821,734 33,360,324
Processing charges 5 424,440 153,360

Freight Inwards 78,136 502,576 » 77,270 230,630
TOTAL 68,324,310 33,590,954

(INCREASE) / DECREASE IN STOCKS
1) Finished Goods
a. Closing Stock :
Cotton Seeds - -
F P Cotton Sales = oFiif;
Sunflower Ol - -
Sunflower Cake - -
TOTAL: A z =

" b. Less: Opening Stock

Cotton Seeds =
F P Cotton Sales =
Sunflower Oil -
Sunflower Cake 3
TOTAL:B - -

(INCREASE) / DECREASE IN STOCK (A - B) -
2) Intermidiary product

Closing Stock of Loose Cotton 16,414,017 -
Opening Stock of Loose Cotton - (16,414,017) 2,948,067 2,948,067
TOTA MATERIALS CONSUMED 5,910,293 36,539,021
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SCHEDULES TO THE BALANCE SHEET

Particulars As at As at
31st March, 2011 31st March, 2010
Rs. Rs. Bs. Rs.
SCHEDULE - J OPERATING PERSONNEL AND
ADMINISTRATIVE EXPENSES

Stores and spares Consumed 314,491 158,478
Power and fuel 2,112,671 1,115,363
Repairs & Maintanance :
1) Building 255,809 164,166
1) Plant & Machinery 345,836 995,760
11) Vehicles 78,129 65,634
Salaries, Wages and Bonus 2,873,206 1,625,291
Employee’s Welfare 107,689 54,876
Provident Fund 60,621 108,789
ESIC 1,302 2,604
Share Transfer Expenses 11,689 10,530
Rent 12,000 12,000
Rates and taxes 375,166 86,381
Insurance 127,985 235,491
Telephone & Postage Expenses 105,286 101,170
Printing & Stationery 15777 24,239
Legal & Professional Charges 179,009 136,673
Travelling & Conveyance 288,047 196,320
Directors’ Sitting Fees 20,000 20,000
Auditors’ Remuneration 66,180 114,076
Sundry Balances Written off 34,291 6,961
Ginning Rent Charges 532,859
Bad Debts Written or 13,982,531
Miscellaneous Expenses 83,420 62,303
Charity & Donation 21,000

TOTAL 21,933,994 5,318,105
SCHEDULE - K SELLING AND DISTRIBUTION EXPENSES
Advertisement 1,500 2,000
Packing Expenses 1,702,703 1,834,166

TOTAL 1,704,293 1,836,166
SCHEDULE - L FINANCE CHARGES
Interest on :

KSFC Term Loan 665,286 655,284

Others 174,785
Bills /L.C/Hundi discounting charges 134,832
Bank Charges 26,551 28,834

TOTAL 866,622 818,950




BHANDARI UDHYOG LIMITED

THIRTY FIRST ANNUAL REPORT - 2010 - 2011

SCHEDULE - M

SIGNIFICANT ACCOUNTING POLICIES & NOTES ON ACCOUNTS FOR THE YEAR ENDED
31.03.2011

SIGNIFICANT ACCOUNTING POLICIES :
SYSTEM OF ACCOUNTING :
The financial statements are generally prepared on accrual concept as a going concern.

FIXED ASSETS

Land, Buildings and Plant & Machinery other than Oil Mill Unit acquired up to 31.03.1994 are stated
at the amounts revalued based on approved valuer’s report. Land, Building and Plant & Machinery
of Oil Mill Unit and all other fixed Assets are stated at historical cost.

DEPRECIATION

Depreciation is provided on straight-line method at the rates and in the manner as prescribed by
schedule XIV to the companies Act, 1956 as amended from time to time on all the assets including
existing assets. :

Depreciation on incremental value due to revaluation is charged to revaluation reserve.

INVESTMENTS

Investments are long-term investments and are stated at Cost. Diminution in the value of investments,
other than temporary, is duly provided for.

INVENTORIES

Stores and spare parts, Raw Materials, Packing Materials, Finished goods, W.I.P & Intermediary are
valued at lower of cost and net realisable value. Cost in respect of Raw materials, Packing materials,
Stores & spares bought out items are determined on FIFO method. Cost in respect of finished
goods, intermediary products & work in progress is determined on absorption costing. By products
are valued at estimated realisable value.

EMPLOYEES’ BENEFITS

i) Defined Contribution Plans:
The company has defined contribution plans for employees comprising of Govt. administered
Provident Fund / Pension plans & ESIC. The company has no obligations apart from monthly
contributions as per relevant rules. The company has been making monthly contributions as per
the rules & the same are charged to Profit & Loss account on accrual basis.
i) Defined Benefit Plans:
a) Gratuity :
Retirement gratuity to employees is accounted for as and when paid.
b) Compensated absences :
The Company does not have any scheme of compensated absences,
i) Short Term Employee benefits :-

All employee benefits which are falling within 12 months of rendering the services are recognized
to the profit & loss account in the period in which the employee renders the related services.
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MATERIALS CONSUMED

Shortages/ Excesses on physical verification and Profit/Loss on sale of Raw Materials remain adjusted
in the Raw Materials consumption account.

IMPAIRMENT OF ASSETS

The Carrying amounts of Assets are reviewed at each Balance Sheet date to determine whether
there is any indication of impairment of the carrying amount of the Company’s Assets. If any indication
exits, the recoverable amount of such Assets is estimated. Impairment Loss is recognized wherever
the carrying amount of the Assets exceeds its recoverable amount.

TAXATION:

Current tax is determined as amount of tax payable estimated as per the provisions of the Income
Tax Act 1961. Deferred Tax is recognized subject to consideration of prudence in respect of deferred
tax assets, arising on timing differences being the difference between the taxable income and the
accounting income that originate in one period and are capable of reversal in one or more subsequent
periods. Tax rates are adopted on the basis of enacted or substantively enacted tax laws by the
Balance Sheet date.

EARNINGS PER SHARE -

Earnings per share are calculated by dividing the net profit or loss for the period attributable to equity
share by the number of equity shares outstanding during the period. For the purpose of calculating
Diluted Earnings per share, the net profit or loss for the period attributable to equity shareholders
and the number of shares outstanding during the period are adjusted for the effects of all dilutive
potential equity shares.

PROVISIONS, CONTINGENT LIABILITIES AND CONTINGENT ASSETS :

Provisions in respect of present obligations arising out of past events are made in the accounts
when reliable estimates can be made of the amount of the obligations. Contingent liabilities, if
material, are disclosed by way of Notes to Accounts. Contingent Assets are not recognized and
disclosed in the financial statements. :

LEASES

Assets given under operating lease for temporary period is cancelable / renewable by mutual consent
and significant portion of the risks and rewards of ownership are retained by the lessor. Operating
lease rentals are accounted to the profit & loss account on accrual basis

NOTES ON ACCOUNTS
1. Contingent liabilities not provided for: NIL (Pr Yr: NIL)

2. Certain balances under the heads Sundry debtors, Loans and Advances, Current Liabilities and
Bank Accounts are subject to confirmation.

3. The Company’s Land & Building and Plant & Machinery other than Oil-Mill (Unit-Il) were revalued
as on 31.03.94 based on the valuation report obtained from an approved valuer. Consequently
the value of the said assets has been increased by Rs. 1,47,98,041/- and which has been
credited to Revaluation Reserve. The company has sold a portion of Land during the year.
Consequently, Rs11,66,990/- the portion of Revaluation Reserve in relating to the land sold has
been withdrawn and transferred to General Reserve.

4. Breakup of Directors’ remuneration Current year Previous year
Rs. Rs.
Sitting Fees 20,000 20,000
TOTAL 20,000 20,000
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B. Deferred Tax Asset

a) 43 Bitems 1,445 2,89,520
Total 1,445 2,89,520
NET DEFERRED TAX ASSET/(LIABILITY) (20,341) 6,20,304
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