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My Commitment increases my level of energy.
My energy increases my level of action.
My action increases my level of success.

My success increases my level of commitment.

Greetings from Decolight!

It gives me great sense of satisfaction and
pleasure to see and share the growth of your
company in the face of highly competitive times
through which Indian Ceramic Industry is
passing.

Industry Scenario
VITRIFIED TILES

Indian Ceramic Vitrified Tiles Segment
witnessed a production of 20,000 Sq Mtrs. Per
Day before a couple of years. This scenario has
been changed and now the production of
Vitrified Tiles is approximately 1,90,000 Sq Mtrs
Per Day contributed by about 20 to 25 units.
Earlier, Mosaic and Marbles were used
throughout India. With the awareness
increasing, there is a positive trend towards the
use of Vitrified Tiles. The reason behind the shift
in favour of Vitrified Tiles is mainly because of
its added features of greater hardness, acid and
chemical resistant capabilities in addition to zero
water absorption properties and aesthetics
appealing. Globally, the consumption per head
of Vitrified Tiles comes to 3 to 4 sg mtr in
Europe, 1.6 Sq mtr in China and 0.15 Sq Mtr.
in India. The business prospects for Vitrified Tiles
thus appear to be good and encouraging.

ALUMINIUM COMPOSITE PANEL
The use of Aluminium Composite Panel finds
wider acceptance in Europe, USA and China
because of the substantial energy cost savings
that the product offers in centralized air-
conditioning set up. In addition to keeping the
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Chairman’s Message
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external maintenance free; Aluminium
Composite Panels offer beautiful look and
aesthetic appealings to buildings. In India, the
awareness is gradually increasing. Because of its
low weight contents, Aluminium Composite
Panel also offers the potentiality of exporting to
foreign countries. Your company anticipates
Aluminium Composite Panel industry growth
potential to be 40% to 50% per annum.

WIND POWER

Power generation from wind is a new area of
business for the company. For the company,
this area of business means new
opportunities, and new jobs. In general, such
kind of renewable energy projects can
generate local jobs, favourable investment
opportunities, benefits for local businesses,
opportunities for education and greater ability
at the community level to bring about change.
In the renewable energy sector, power
generation from wind has emerged as one of
the most successful initiatives making
meaningful contributions to the overall power
requirements of different States. Research
indicates that the total installed capacity of
power from renewables today stands at nearly
1350 MW with contribution from wind power
of nearly 1000 MW. Wind power installations
worldwide have crossed 78728 MW producing
about 54 billion KWh of energy annually while
India is now the fourth largest wind power
generator in the world after Germany, USA
and Spain.
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Operational Performance

During the year under review, your company’s
total income from operations stood at Rs 8123
lakhs with a PBT of Rs 1462 lakhs. Detailed
workings and performances of the company are
available in the Directors Report and Audited
Reports and Balance Sheet and Profit & Loss
Accounts forming part of the Annual Report. |
am sure that in this financial year, we will all
put our heads and hearts together to ensure
that we overcome the challenges and post a
robust growth performance on both sales targets
and on the PBT front.

Vitrified Tiles Unit

The company has already expanded the
capacity of its Vitrified Tiles unit from 6000 Sq
Mtrs Per Day (SMPD) to 12000 SMPD as
envisaged in the IPO, the benefit of which will
be accruing to the company gradually in the
coming years. While the company is constantly
striving to increase its market share in the growing
Vitrified Tiles segment of the ceramic industry for
the expanded capacity and based on its success,
the company has strategic plans for enhancing
the production capacity to 21000 SMPD.

Aluminium Composite Panel Unit

I am pleased to inform you that to improve the
top-line and to enrich the company’s product
portfolios, the company has already set up its
Aluminium Composite Panel Unit (ACP) as
envisaged in the Initial Public Offer documents.
Trial production from your ACP unit was taken
in the end of April 2008. The Company has
started Commercial Production of its ACP Unit
in the last week of May 2008. The present
installed capacity of the unit is 25,000 Sq. Ft.
per day and presently it started giving a
production of about 40% of the installed
capacity. | am confident that after overcoming
the initial teething troubles particular to a new

unit, the unit will be able to manufacture quality
products to participate in the growing Aluminium
Composite Panel industry.

Windmill Power Generation Project
Coming to the power generation front, you will
be happy to know that the company has
already installed and commissioned two WTG
of 1.25MW each at Vill.: Kadoli, Tal.: Abdasa,
Dist.: Kutch, Gujarat and another one WTG of
2.10MW at Survey No. 283, Vill.: Motti
Sindhodi, Tal.: Abdasa, Dist. Kutch, Gujarat. It
is expected that the company could reap the
benefits of the estimated generation of at
least 28 lakh units per annum per 1.25 MW
WTG in the first year and 50 lakh units per
annum per 2.10 MW WTG + / - 10% thus
paving way for reduction in energy cost of the
company.

Clean Development Mechanism Project
In the world of business, climate change has
developed from being a fringe concern, focusing
on company’s brand and corporate social
responsibility, to an increasingly central topic for
strategic deliberation and corporate decision
making. At the policy level, climate change has
increasingly assumed an important political,
economic and socio-ecological dimension,
which entails broad international consensus to
develop an integrated approach for finding a
feasible set of solutions to this global problem.
Clean Development Mechanism (CDM), one of
the flexibility mechanisms under Kyoto Protocol,
offers an efficient, market based instrument to
reduce GHG emissions in the most cost
effective, on a global scale. CDM is expected to
generate investment in non Annex | countries
such as India, to boost the transfer and
development of environmentally friendly
technologies to accelerate sustainable
developments.
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While the company attaches high priorities to
environmental concern and issues, it has been
considered and thought fit to develop Clean
Development Mechanism projects which would
address the environmental concerns regarding
climate change and global warming by not
changing the carbon pool. The company is
presently contemplating development of three
Projects under the Clean Development
Mechanism consisting of a Wind Energy
generation project, a coal based gasifier project
which has already been switched over to natural
gas and a biomass based clean development
mechanism project. All these projects would
address the environmental concerns regarding
climate change and global warming by not
changing the carbon pool. The company has
passed through different stages in development
of these projects. It is anticipated that the
projects would become fully functional before
31t March next year.

Corporate Governance

Your Company has put in place good Corporate
Governance mechanism and is committed to the
continued adoption and adherence to good
Corporate Governance practices as the company
believes that implementing good Corporate
Governance practices add value and thus
contribute to the overall performances.

Awards & Recognitions

O During the year under review the
Company has been conferred with the
‘GREAT ACHIEVER OF INDUSTRIAL
EXCELLENCE AWARD - 2006’ by the
Indian Organization for Commerce and
Industry.

O  Also during the year under review, the
company has been conferred with award
for Highest Contribution in Duty Payment
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as the company stood amongst highest
duty payers from PLA for the Morbi Range
in overall product category for the year
2007-08.

Investor Relations

Your company values the investors who have
reposed faith in the company’s business plans
and have invested their hard-earned money to
support the company’s growth. The investors'
relations were cordial and flawless during the
year. It is a matter of pride for all of us that the
investors’ base of the company has increased
considerably due to the Initial Public Offer in the
month of June 2007. Your Board takes
satisfaction from the fact that all the investors’
grievances received during the year have been
resolved to the satisfaction of the investors
within a reasonable time. Bigshare Services Pvt.
Ltd., the existing Registrar & Share Transfer
Agent, have made a positive contribution to
resolve the Investors’ grievances efficiently and
effectively whenever they arose.

Conclusion

Finally, | convey my sincere gratitude to all
shareholders and stakeholders of the Company.
| also wish to place on record the support of
Board Members, Customers, Business
Associations, Employees of the Company, the
Company’s Bankers and the co-operation
extended by the Government and look forward
the same in the future too. On behalf of the
Board of Directors of the Company, my best
wishes for the periods ahead!

Girishbhai M Pethapara
Chairman & Managing Director
Place : Morbi
Date : 4™ June, 2008




T Notice

TO THE MEMBERS

NOTICE is hereby given that the NINTH ANNUAL GENERAL MEETING of the Members of
DECOLIGHT CERAMICS LIMITED will be held at “ADARSH HOTEL', 8-A, National Highway, Opp.
Shakti Chambers, Morbi - 363 642, Dist: Rajkot, Gujarat, India, on Tuesday, 5" August, 2008
at 12.30 p.m. to transact the following business:

Ordinary Business:

1. To receive, consider and adopt the Balance Sheet as at March 31, 2008 and the Profit and Loss
Account for the year ended on that date and the Reports of the Directors and the Auditors
thereon.

2. To appoint a director in place of Shri Jaysukh K. Gami, who retires by rotation and, being
eligible, offers himself for reappointment.

3. To appoint a director in place of Shri Gaurang Thoriya, who retires by rotation and, being
eligible, offers himself for reappointment.

4. To appoint SVK & ASSOCIATES, Chartered Accountants, as the Auditors of the Company to
hold office from the conclusion of this Annual General Meeting until the conclusion of the next
Annual General Meeting and to fix their remuneration.

By order of the Board of Directors

Place: Morbi Girishbhai M. Pethapara
Date: 4th June, 2008 Chairman and Managing Director

Registered Office :
B/h. Romer Ceramic,
Old Ghuntu Road,
Morbi — 363642.

Note

1. A member entitled to attend and vote is entitled to appoint a proxy to attend and vote (on poll)
instead of himself and a proxy need not be a member of the Company. The proxy forms duly
completed should reach the Registered office of the company not less than 48 hours before the
meeting. A blank proxy form is attached herewith.

2. The Register of Members and Share Transfer Books of the Company shall remain closed from
Saturday, the 2™ of August, 2008 to Tuesday, the 5" of August, 2008, both days inclusive.
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energy, water and basic raw materials. Monitoring and periodic review of the HSE Management
System is done on a continuous basis. The Company is committed to strengthen pollution prevention
and strives to provide a safe and healthy environment. The Company has also obtained ISO 14001
for environment compliance certificate.

Quality

The Company’s products undergo different quality parameter checkings. Quality consciousness
through continual development and improvement of its all processes, procedures and systems has
been inculcated throughout the plant of vitrified tiles unit. The Company is having I1SO 9001-2000
certification.

Directors

Your Directors wish to place on record that Mr. Maganlal G. Sanaria, Director of the Company,
has resigned from directorship during October, 2007. Your Directors wish to record their
deep appreciation for the services rendered by Mr Maganlal G. Sanaria as Director of the
company.

Shri Jaysukh K Gami and Shri Gaurang Thoriya, Directors of your Company, retire by rotation and,
being eligible, offer themselves for re-appointment.

Appropriate resolutions for the appointment / reappointment of the aforesaid Directors are
being moved at the ensuing Annual General Meeting.

Corporate Governance

The disclosures as required under the Corporate Governance have been furnished as a part of this
report. The Company has taken the requisite steps to comply with the recommendations concerning
Corporate Governance. A report on Corporate Governance together with a certificate of compliance
from the Auditors, forms part of this report.

Directors’ Responsibility Statement
Pursuant to the requirements under section 217(2AA) of the Companies Act, 1956, the Board of
Directors of the Company hereby state and confirm that

(@) In the preparation of the annual accounts, the applicable accounting standards have been
followed along with proper explanations relating to material departure;

(b) The Directors have selected such accounting policies and have applied them 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 the end of the financial year and of the profit
of the Company for the year under review;

() The directors have taken proper and sufficient care for the maintenance of adequate
accounting records in accordance with the provisions of the Companies Act, 1956 for
safeguarding the assets of the Company and for preventing and detecting fraud and other
irregularities; if any

(d) The financial statements have been prepared on a going concern basis.
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Auditors

SVK & Associates, Chartered Accountants, Ahmedabad, the Auditors of the Company, retire at the
ensuing Annual General Meeting and being eligible, offer themselves for reappointment. The
Company has received letters from auditors to the effect that their reappointment, if made, would
be within the prescribed limits under Section 224(1B) of the Companies Act, 1956 and that they are
not disqualified for such reappointment within the meaning of Section 226 of the said Act. The
observation of the auditors referred to in the Auditors’ Report have been suitably explained in the
Notes on Accounts.

Particulars Of The Employees

The Company had not paid any remuneration attracting the provisions (Particulars of Employees)
Rules, 1975 read along with section 217(2A) of the Companies Act, 1956. Hence, no information
is required to be appended to this report in this regard.

CONSERVATION OF ENERGY, TECHNOLOGY ABSORPTION AND FOREIGN EXCHANGE EARNING
AND OUTGO

A) Conservation of Energy
Your Company continues to be committed to energy conservation in its manufacturing
operations. Total Power and Fuel cost during the year was Rs.2229.62 lacs while the same was
Rs.1632.79 lacs in the last year. During the year the company could generate 25.56 lacs units
of wind power. The total revenue implications is Rs.113.69 lacs whereby adding the company’s
pursuit of green power generation further.

During the year under review, the company undertook energy audit from the Government
approved qualified energy auditors M/s. Dev Engineers, Ahmedabad. The Company
implemented the various suggestions given by the energy auditors during the year under review.

a) Impact of the measures
Power and Fuel cost has been reduced to some extent due to energy conservation measures
undertaken by the company even though power and fuel input costs has been increasing day by day.

Year Production Total Power & Fuel Power & Fuel Cost
(Tons) Cost incurred /Rs per ton / Rs
(net of wind power) | (net of wind power)
2005-06 33466 128,247,057 3832.16
2006-07 40583 161,802,924 3986.96
2007-08 53928 212,304,984 3936.75

b) Some significant Energy conservation measures implemented / being implemented

1. From December 2006, the working of one windmill with 1.25 MW capacity is started at
Village: Kadoli, Tal.: Abdasa, Dist.: Kutch. Working of another two units with capacity of
1.25 MW and 2.10 MW were also started in March 2008 and December 2007 in Kadoli
and Motti Sindhodi villeges respectively at Tal.: Abdasa, Dist.: Kutch. Units generated
thereat will be wheeled or banked towards reduction in energy cost.
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2. The Company also reduced the firing cost of Tiles driers by using the waste heat of Roller
Kilns.

3. The Company also uses the energy saving techniques by using the waste steam converting
into vapors and then using the same in cooling and filtering the Coal gas.

4. The company has already switched over to natural gas and is using natural gas in its
manufacturing facilities whereby entailing further energy conservation benefits.

5. More than 90% of the factory lighting were replaced with energy saving CFL lamps during
year 2005-06, 2006-07 and 2007-08.

6. The Company is constantly striving to increase the utilization of its manufacturing facilities
to avail the benefits of improvement in overall efficiency and energy savings.

¢) Future Plan of action
1 To reduce the company’s Spray Dryer fuel cost, the company’s proposal of importing Coal
Stove is ongoing.

2 The company has also planned renovating of its Old Coal Gas system for improving
efficiency and energy conservation.

3 Capital Expenditure tentatively planned for the above purpose is Rs 160 lakhs.

4 Carrying out improvement in R & D Laboratory Equipments.

B) Technology absorption

1. The Company is very conscious about research and development. It continues its efforts
towards research and development which downs the cost of production. This ultimately
helps to sustain the Company’s products in the market. Company has its own full fledged
R&D Department with qualified manpower.

2. The company was first in India to set up Coal Gas Plant to replace the use of LPG with
Chinese technology with effective fuel efficiency and substantial saving in the conventional
fuel cost.

3. The company has already switched over to natural gas and is using natural gas in its
manufacturing facilities whereby consolidating further technology absorption.

4. Management’s efforts for a substitute of Ukraine Clay, which is an imported and costly raw
material in the production yielded meaningful developments. The availability of Ukraine
Clay in a year is limited to only six months owing to erratic climatic conditions of winter
in Ukraine for six months in a year. As the company’s manufacturing process is a
continuous process, in order that production is not interrupted, the company maintains
enough stock during this winter period, the holding cost of which is very high.

To overcome dependency on the Ukraine clay, the company has entered into cooperation
with Central Glass & Ceramic research Institute (CGCRI), Naroda, Ahmedabad, for the
development of local Indian clay. The cooperation made strong bond in the company’s
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decisions to make use of Indian Clay and hence the company has started using Indian Clay
to some extent. The full use of the Indian Clay in its manufacturing process could be made
only after the remaining stocks of Ukrain Clay is fully exhausted by consumption.

5. Company has also purchased Auxilassing Calibrating Machine for improving the quality
and efficiency of product. It saves the consumption of abrasives and electricity. This will
also help in improving the quality of the product.

C) Foreign Exchange Earning & Outgo 2007-08 2006-07
1. Total foreign exchange earned Rs. NIL 341,851
2. Total foreign exchange used Rs. in Lacs 1028.26 403.97

Industrial / Human Relations

The Industrial relations during the year under review continue to remain cordial between the workers
and management. The Management appreciates the employees of all cadres for their dedicated
service to the Company, and expects continued support for higher level of productivity in achieving
the targets set for the future. The Company continued its efforts in the HR policies and processes
to further its performance.

Acknowledgement

Your Directors place on record their sense of appreciation for the whole hearted co-operation
received from the Banks, Financial Institutions, Employees, Customers and Suppliers of the Company
at all levels during the year under review.

For and on behalf of Board of Directors

Place: Morbi Girishbhai M. Pethapara
Date : 4™ June, 2008 Chairman & Managing Director
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Annexure A to the Directors’ Report
Management Discussion and Analysis
Financial Highlights
(Rs. In lacs)
Particulars Increase
(Decrease)%
Total Income from operations 8122.94 5110.19 58.96
Profit Before Interest, Depreciation and Taxation 2254.77 1253.80 79.84
Less: Interest & Financial Charges 463.84 278.57 66.51
Less: Depreciation 329.43 134.54 144.86
Profit Before Tax 1461.50 840.69 73.85
Provision for Taxation 578.46 334.69 72.83
Profit After Tax 883.04 505.99 74.52
Add : Balance of Profit brought forward 968.09 462.10 109.50
from previous year
Profit available for appropriation 1851.13 968.09 91.21
Appropriation to:
Proposed Dividend on Equity Shares — — —
Balance Carried over to the Balance Sheet 1851.13 968.09 91.21

Segment information

Segments information are given along with financial statements. The company has identified two
segment viz “Manufacturing and Trading of tiles and other building materials” & "“Wind Power
Generation”. The major and material activities of the company are restricted to only one
geographical segment i.e. India, hence the secondary segment disclosure is not applicable.

Industry Structure & Developments

Vitrified Tiles : Research data indicates that the total size of the domestic ceramic market is around
Rs 3000 crore which is growing at almost 25-30% per annum. Out of this, the domestic vitrified tiles
market constitutes around Rs 1800 crore annually and the market is growing at 30 per cent according
to a published report. Globally the vitrified tiles segment has been growing at a rate of 18% per
annum over the past three years, accounting for around 10 — 12% of the total tile production.
Recently the Antidumping Authority has after investigation recommended imposing antidumping duty
on imports of vitrified / porcelain tiles originating in or exported from China — PR and UAE.
(Notification dated 215t April 2008 published in the Gazette of India on 23 April 2008).

Aluminium Composite Panel is a revolutionary and versatile new decorative building material
widely used in interior and exteriors of buildings as curtain walls, paneling and cladding applications.
It offers innovative, modern, beautiful, creative and practical design possibilities for a variety of
applications including panel for modern high rise buildings satisfying every need of architects,
engineers, contractors and building owners. As this product is newly introduced in the market, there
are very few players. Wider acceptance and application of this product could be found in Europe,
USA and China while in India the awareness to be build up gradually.

Annual Report 2007-2008

hDECOLIGHT CERAMICS LIMITED



LIMITED

DECOLIGHT CERAMICS

AL COMPOATE PANELE

Granoliie @g_lgg/

—

Wind Power Generation : Power generation from wind has emerged as one of the most successful
programmes in the renewable energy sector, and has started making meaningful contributions to the
overall power requirements of different States. Research indicates that the total installed capacity of
power from renewable today stands at nearly 1350 MW with contribution from wind power of nearly
1000 MW. Wind power installations worldwide have crossed 78728 MW producing about 54 billion
KWh of energy annually while India is now the fourth largest wind power generator in the world after
Germany, USA and Spain.

Company Outlook

The company looks forward to reap the benefit of growing vitrified tiles sector by supplying quality
and competitive products as per the requirements of its esteemed customers. Additionally, to help
improve its product portfolios, the company has added Aluminium Composite Panels in its product
range, which finds use in Airport, Shopping Malls, Big Buildings and even in residential premises
structure. As Aluminium Composite Panel is a construction material, the company can conveniently
market the products along with its main product vitrified tiles. The company’s efforts on reducing its
cost of production is on so that the products of the company can be treated at par with other basic
construction materials whereby affording further fillip and momentum for the healthy growth of the
Company in general and its products in particular. Besides, with the three Carbon Credit
Development Mechanism projects under implementation becomes fully operational, the company
anticipates that the company can address its environmental concern and issues positively. As regards
to the Wind Power Generation, no other renewable energy based electricity producing technology
has attained the same level of maturity as wind power. The company foresees the output generation
from this project can go to reduce its cost of production and thus pass the benefits on to its esteemed
customers by competitive advantage over other players.

Opportunities And Threats

With the boom in construction and realty sectors, the demand for the products of the company is
increasing. Further with the awareness increasing, there is a positive trend towards the use of vitrified
tiles. The reason behind the shift in favour of vitrified tiles is mainly because of its added features
of greater hardness, acid and chemical resistant capabilities in addition to zero water absorption
properties and aesthetics appealing. On global front, the consumption per head of vitrified tiles
comes to 3 to 4 sq mtr in Europe, 1.6 Sq mtr in China and 0.15 Sq Mtr. in India. The business
prospects for vitrified tiles, and aluminium composite panel which the company anticipates growth
potential to be 40 % to 50% per annum, thus appear to be good and encouraging.

However, with large quantities of these tiles being imported into India from neighboring countries
such as the China, Gulf and other European countries, local manufacturers and dealers have been
forced to lower prices to compete. Recently the Antidumping Authority has after investigation
recommended imposing antidumping duty on imports of vitrified / porcelain tiles originating in or
exported from China — PR and UAE. (Notification dated 215 April 2008 published in the Gazette of India
on 23" April 2008). Additionally, to participate in the growth history, many new units are coming up
in the vitrified tiles sector both in the organized and unorganized sectors and consequently
competition is increasing. Lack of awareness of the use and advantage of vitrified tiles and
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aluminium composite panels promotes the emergence and proliferation of many new ceramic units
in the unorganized sector with traditional products like marble and mosaic tiles which mars
innovation.

On Wind Power generation front, there are no major technical barriers to large scale penetration of
wind power. As per projections made by Ministry of Non-Conventional Energy Sources, 10% of the
2,40,000MW (i.e 24,000MW) installed capacity requirement by the year 2012 will come from
renewables. It is envisaged that 50% of this capacity or 12,000MW may come from wind power.

Risk & Concern

The Ceramic Tiles Industry continues to be most competitive in terms of pricing. Mounting raw-
material cost, limited availability of quality clay input, cost of inputs and falling margin, cheap imports
of tiles from China, Gulf and European countries are areas of concern to the company. Uncertainty
over fuel prices in the international market, coupled with competitive pressures to contain freight
rates may lead to lowering of operating margin. Despatching the company’s product through sea
route is a better alternative to reduce freight but the risk and concern here are the frequency and
availability of containers, the proximity of the destination port visa-a-vis the ultimate different
customers and time taken to deliver the materials to ultimate customers, etc. On wind power
generation front, unexpected climatic variations may badly affect the performance of the installed
machineries and thus the output generation.

Internal Control Systems and their adequacy

The Company has a well structured internal control mechanism and the same is monitored by the
internal audit department of the company which reviews and strengthens the control measures. The
Internal Audit team regularly briefs the Management and the Audit Committee on their findings and
also on the steps to be taken with regard to deviation, if any.

The company’s internal control systems and their adequacy is based on the nature of business and
size of operations and the Company’s internal control system has been designed to provide for:
O  Accurate recording of transactions with internal checks and prompt reporting

O  Adherence to applicable Accounting standards and policies

0O  Review of capital investments and long term business plans

O  Periodic review meetings to guide optimum utilization of resources

O  Compliance with applicable statutes, policies, listing requirements and management policies
and procedures

O  Effective use of resources and safeguarding of assets

Cautionary Statement

The statement in this report may be forward looking within the meaning of applicable laws or regulations.
These statements are made on certain assumptions and expectations of future events. Actual results could
however differ materially from those stated above. The Company and its Board of Directors assume no
responsibility in respect of the forward looking statements herein which may undergo changes in future on
the basis of subsequent developments, information and events.
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Corporate Governance Report

The report on Corporate Governance is pursuant to Clause 49 of the Listing Agreement entered into
with the Stock Exchanges and forms a part of the report of the Board of Directors. Your Company
has complied in all respects with the applicable Corporate Governance Code as per Clause 49 of
the Listing Agreement with the Stock Exchanges. A Report on the Corporate Governance compliance
is furnished below:

1. Corporate Governance Philosophy
Your Company is committed to the continued adoption and adherence to Corporate Governance
Practices, which shall ensure that all the concerned parties associated with the Company obtain
requisite information, which would help them to make positive decision. Such Corporate Governance
practices help enhance long-term shareholder value and interest of other stakeholders.

The Board fully appreciates the need of increased awareness for responsibility, transparency and
professionalism and focus for effective control and management of the organization. The
Company has adequate number of independent directors and also has formed committees for
overview of the organization.

2. Board of Directors
The Board of Directors has a mix of Executive and Non executive Directors. The Board comprises
of three Executive directors including the Chairman and four Non Executive Directors which are
also independent directors. Except Managing Director Shri Girishbhai M. Pethapara, the other
Directors are liable to retire by rotation.

Except the three Executive Directors, who are brothers, there is no relationship between the
independent directors and all the directors are above 21 years of age and possess the requisite
qualifications and experience useful to the company in their capacity as directors.

The composition of the Board and other relevant details relating to Directors are given below:
Name of Director | Category No. of other No.of other CommitteeNo.of Board|Attendance
Directorships* memberships* Meetings at last
Chairman | Director |[Chairman | Member | attended AGM

Mr. GM Pethapara | Promoter, 2 2 None None 17 Yes

(Chairman) Executive

Mr. KM Pethapara | Promoter None 2 None None 18 Yes
Executive

Mr. JM Pethapara | Promoter None 2 None None 17 Yes
Executive

Dr. KN Maiti Independent None None None None 1 No
Non-Executive

Mr. GM Thoriya Independent None None None None 14 No
Non-Executive

Mr. JK Gami Independent None None None None 13 No
Non-Executive

Mr. RG Dhamasana |Independent None None None None 2 No
Non-Executive

Mr. MG Sanaria Independent None None None None 10 No
Non-Executive

[N.A. — Not Applicable]

*Note: Excludes Directorships in Private Limited Companies, Non Profit Making Companies, Foreign
Companies and Government Bodies, if any.
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During the year Independent Director Mr. M G Sanaria has resigned from the directorship with
effect from 8.10.2007. During his directorship he attended ten board meetings and three Audit
Committee meetings. The company has not filled the vacancy caused by the resignation of Mr
M.G. Sanaria within 180 days of resignation since the company’s board already consisted of
more than one-half of independent directors.

Directors appointment / reappointment

In terms of the Articles of Association of the Company and the relevant provisions of the
Companies Act, 1956, Shri Jaysukh K Gami and Shri Gaurang Thoriya, Directors of the
Company, retire by rotation and, being eligible, offer themselves for re-appointment. Details of
the directors seeking appointment/reappoint as required under Clause 49 IV(G)(i) are given in
the annexure to the Notice of the 9" Annual General Meeting to be held on 5" August, 2008.

Last Annual General Meeting of the Company was held on 11" May, 2007.

Attendance of Directors at AGM
All the three Promoter Executive Directors attended the AGM. The Chairman of Audit
Committee could not attend the meeting owing to pre-occupation.

Board Meetings

During the year 2007-08 total 18 board meetings were held on 09.04.2007, 23.04.2007,
26.04.2007, 15.05.2007, 18.05.2007, 30.05.2007, 31.05.2007, 09.06.2007, 20.06.2007,
02.07.2007, 17.07.2007, 26.07.2007, 13.09.2007, 08.10.2007, 25.10.07, 14.12.2007,
31.01.2008, and 28.03.2008.

Code of Conduct

The Company has adopted Code of Conduct for all the Directors and Senior Management of
the Company. The Code of Conduct is posted on the Website of the company. All the Board
Members and senior management of the Company have affirmed compliance with Code of
Conduct. The declaration on adopting the code of conduct is given elsewhere in the report.

3. Audit Committee
Composition as at March 31, 2008

Mr. Rajendra G. Dhamasana — Chairman
Mr. Jaysukh K. Gami —  Member
Mr. Gaurang Thoriya —  Member

All the members of the Committee have exposure in the relevant areas. The Composition of
the Committee is in conformity with Clause 49 (I)(A) of the Listing Agreement.

Role & Terms of Reference
The role and terms of reference of the Audit Committee, broadly are as under:

i.  Overseeing the Company’s financial reporting process and to ensure that the financial
statements are correct, sufficient and credible.

i. Recommending to the Board, the appointment, reappointment or removal of statutory
auditor, fixation of audit fees and for other services.

Annual Report 2007-2008

hDECOLIGHT CERAMICS LIMITED



LIMITED

DECOLIGHT CERAMICS

(Granoliie” Coransite

iii.  Reviewing with the management, the quarterly and annual financial statements before
submission to the Board for approval.

iv.  Reviewing the adequacy of internal audit function including the structure of the internal
audit department, staffing and seniority of the official heading the department, reporting
structure coverage and frequency of internal audit.

v.  Discussion with internal auditors any significant findings and follow up there on.

vi. Reviewing the findings of any internal investigations by the internal auditors into matters
where there is suspected fraud or irregularity or a failure of internal control systems of a
material nature and reporting the matter to the Board.

vii. In addition to the above, all items listed in Clause 49(/)(D) of the Listing Agreement.

ix. Looking into any other matters as may be required by the Companies Act, 1956 or by rules
framed thereunder.

Meetings held

Audit Committee was reconstituted on 08.10.2007. There are in all four Audit Committee
Meetings held during the financial year 2007-08. The dates of meeting: 09.04.2007,
26.07.2007, 25.10.2007 and 31.01.2008.

All the members of the Audit Committee were present in the meeting.

The Jt. Managing Director who is looking after the finance matter, Chief Accountant and
Internal Auditor of the Company were special invitees to the audit committee meeting and they
attended the meeting.

Mr. Suresh Dave, Company Secretary acts as the Secretary to the Committee.
4. Remuneration Committee

Composition as at March 31, 2008

Mr. Rajendra G. Dhamasana — Chairman

Mr. Jaysukh K. Gami —  Member

Mr. Gaurang Thoriya —  Member

The Committee was reconstituted on 8 October, 2007.

Terms of Reference

0O To recommend to the Board, the remuneration packages of the Company’s Managing/
Joint Managing/ Deputy Managing/ Whole time/ Executive Directors, including all elements
of remuneration package (i.e. salary, benefits, bonuses, perquisites, commission,
incentives, stock options, pension, retirement benefits, details of fixed component and
performance linked incentives along with the performance criteria, service contracts, notice
period, severance fees etc,);

O  To be authorized at its duly constituted meeting to determine on behalf of the Board of
Directors and on behalf of the shareholders with agreed terms of reference, the Company’s
policy on specific remuneration packages for Company’s Managing/ Joint Managing/
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Deputy Managing/ Whole time/ Executive Directors, including pension rights and any
compensation payment;
Attendance during the year
One meeting of the committee was held for the year up to end of 31t March, 2008.
Details of remuneration paid to the Directors during the financial year 2007-08

Executive Directors

Name of Director Salary and Perquisites (Rs. in lacs)
Shri Girishbhai M. Pethapara 6.00
Shri Kantibhai M. Pethapara 6.00
Shri Jayantibhai M. Pethapara 6.00

Non-Executive Directors

Name of Director Directors Sitting Fees (Rs. in lacs)
Mr. Gaurang Thoriya 0.70
Mr. Jaysukh Gami 0.65
Mr. Rajendra G. Dhamasana 0.10
Mr. Maganlal Sanaria 0.50
Mr. K. N. Maiti 0.05

Remuneration Policy
The Company while deciding the remuneration package takes into consideration, the following:

O  Employment scenario.
O  Remuneration package of the industry / other industries for the requisite managerial talent.

O The qualification and experience held by the appointee.

5. Shareholders’/ Investors’ Grievance Committee
The Shareholders'/Investor’ Grievance Committee was reconstituted on 8th October, 2007.
Composition as at March 31, 2008 is as follows:

Mr. Rajendra G. Dhamasana — Chairman, Independent Director
Mr. Jaysukh K. Gami — Member, Independent Director
Mr. Gaurang Thoriya — Member

Terms of Reference

Brief summary of terms of reference is to deal with the transfer of shares, issue of duplicate
share certificates, dematerialization of shares, remat of shares, redressal of all investor
grievances and complaints generally. As on 31t March, 2008 there were no complaints pending
to be addressed by the Grievance Committee.
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Status of complaints
During the year the company received and resolved a total of 19 complaints. As of 31st March,
2008, no complaints were pending to be resolved.

The Committee held three meetings on date 25.10.2007, 31.01.2008 and 07.04.2008 and all
the Members including Chairman were attended in the meeting.

6. Details of General Body Meetings
Location, date and time of General Meetings held during the last 3 years:

Annual General Meeting:

Year Location Date Day Time No. of Special
Resolutions
2004-05 Regd. Office: 30.09.2005 Friday |2.00 p.m. 5

B/h. Romer Ceramic,
Old. Ghuntu Road,
Morbi — 363642.

2005-06 -do- 08.07.2006 | Saturday [11.00 a.m. 1
2006-07 -do- 11.05.2007 Friday |12.30 pm 1

No Extra Ordinary General Meeting (EGM) held after the last AGM.

In the last year none of the resolutions was required to be put through postal ballot.

7. Disclosures

Related party transactions

The Company has not entered into any transactions of material nature, with its promoters, the
directors, the management, their subsidiaries or relatives etc. that may have potential conflict
with the interests of the Company at large. The disclosures in respect of related party
transactions is provided in the notes to the accounts. All contracts with the affiliates entered
into during the year which are in the normal course of business and have no potential conflict
with the interest of the Company at large and are carried out on an arm’s length basis at fair
market value.

Risk Management

The company periodically reviews its exposure to risk and places before the Audit Committee
risk identification report and risk mitigation measures. The properties of the company are
adequately insured from risk and where risk transfer is not practicable, such risks are retained
and effectively controlled.

Statutory Compliance, penalties

There have been no instances of non-compliance on any matter related to the capital markets
since the company entered in to the capital market. As such no penalty has been imposed on
the Company by any statutory authority on matter relating to capital markets since it has
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entered in the capital market. The company’s shares were listed in Bombay Stock Exchange
Ltd., Mumbai, and National Stock Exchange Ltd., Mumbai, in June 2007.

The company was subject to consequential search operations carried out by the DGCEI,
Ahmedabad, in the month of March 2008 based on the intelligence gathered from different
dealers and outlets not owned or controlled by the company in the various parts of the country.
The DGCEI has indirectly indicated alleged undervaluation claim to the extent of Rs 8 crores
and as such the company had to pay an amount of Rs 4 crores under protest unsupported by
any evidence. As the matter is still pending with the department, the company has not been
issued with any show-cause notice.

Proceeds of Initial Public Offer

During the year, your company made Initial Public Offering of 80,47,397 equity shares with a
price band of Rs 45/- - Rs 54/- per share including premium under Book Building Process in the
month of June 2007. The investors’ response was good and the company allotted the shares
at Issue Price of Rs 54/- per equity share of Rs.10/- each. With the allotment of 80,47,397 equity
shares, the paid up capital of the Company has gone up to Rs 18,33,54,440. As per the SEBI
(Disclosure & Investor Protection) Guidelines, 2000, all fresh issue of shares to the public shall
be in the dematerialized form only. Accordingly, to facilitate the public to hold the shares in
the demat form, the Company entered into a tripartite agreement with National Securities
Depository Limited (NSDL), Central Depository Services India Limited (CDSL) and Bigshare
Online Services Pvt Ltd.

The Company utilized the issue proceeds for the objects of the issue and placed periodically
detailed statements containing the uses/application of funds raised through the said Issue before
the Audit Committee Meetings held on different dates. The objects of the issue envisaged the
fund uses, inter alia, of setting up of Administrative Office, which has been cancelled and in
its place additional godowns were built up due to business necessity. The Board of Directors
considered and resolved it to be a viable proposal in the best interests of the company. The
statement showing issue proceeds and its utilization has been disclosed along with the notes
to the accounts.

Disclosure of Accounting treatment
The Company has followed all relevant Accounting Standards while preparing the financial
statements.

8. Means of Communication
The website of the Company www.decocovering.com acts as the primary source of information
regarding the activities, nature of businesses etc. of the Company. Dedicated email id for
communication - dcl@decocovering.com. Quarterly and half-yearly financial results were
published in two news papers Financial Express and Indian Express and the same are also
available with the company’s website and stock exchanges website where the companies shares
are listed.
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9.2

9.3

9.4

General Shareholders Information

Annual General Meeting:
Date, Time and Venue of Annual General Meeting

Date : Tuesday, 5" August, 2008
Time : 12.30 p.m.
Venue 'ADARSH HOTEL,

8-A, National Highway, Opp. Shakti Chambers,
Morbi - 363 642, Dist.: Rajkot, Gujarat, India.

Registered Office
B/h. Romer Ceramic,
Old Ghuntu Road,
Morbi — 363642

Financial Year
The Company’s financial year is based on twelve months starting from April to March.

Financial Results Planning : Q1 Results FY 2008-09 by July'08 last week
: Q2 Results FY 2008-09 by October'08 last week
- Q3 Results FY 2008-09 by January’'09 last week
: Q4 Results FY 2008-09 by April’09 last week

Dates of Book Closure
The Register of Members and Share Transfer Books of the Company shall remain closed from
Saturday, the 2nd of August 2008 to Tuesday, the 5" of August, 2008, both days inclusive.

Listing on Stock Exchanges

On successful subscription of the IPO, the company’s shares were listed in June 2007 in the
following stock exchanges:

a.) The Bombay Stock Exchange Limited (BSE), Script Code: 532858

b.) The National Stock Exchange Of India Limited (NSE) : Symbol: Decolight

SHARE DISTRIBUTION DATA AS ON 31-03-2008

Range Total % of Total | Total Holding % of Total

Holders Holders Capital
1 - 5000 11,030 98.27156 46,16,052 25.17557
5000 - 10000 0 0.80185 6,74,562 3.67901
10001 - 20000 48 0.42766 6,72,136 3.66577
20001 - 30000 14 0.12473 3,46,016 1.88714
30001 - 40000 4 0.03564 1,42,844 0.77906
40001 - 50000 3 0.02673 1,49,204 0.81375
50001 -100000 8 0.07128 6,52,186 3.55697
100001-99999999 27 0.24056 1,10,82,444 60.44274
Total 11,224 1,83,35,444

Annual Report 2007-2008



(‘Granolife’ (Eranqlil_l_a

SHAREHOLDING PATTERN AS ON 31.03.2008

Category No. of shares held % of holding

A Promoter and Promoter Group
Individuals / Hindu Undivided

Family 8,592,888 46.86
Bodies Corporate 500,000 2.73
Sub Total 9,092,888 49.59

B Public Shareholding
1 Institutions

Foreign Institutional Investors 215,507 1.18
2 Non-Institutions

a) Bodies Corporate 2,380,616 12.98

b) Individuals holding nominal 4,606,708 25.12
share capital up to Rs 1 lakh

¢)  Individual shareholders 1,618,296 8.83

Others

i) Non-Resident Indians 324,442 1.77

i)  Clearing Member 96,987 0.53
Sub Total 9,242,556 50.41
Grand Total (A+B) 18,335,444 100

STOCK MOVEMENT DATA

BOMBAY STCOK EXCHANGE NATIONAL STOCK EXCHANGE

Month High Low Monthly High Low Monthly
(Rs.) (Rs.) Volume (Rs.) (Rs.) Volume

(No.of shares) (No.of shares)

April 2007 — — — — — —
May 2007 — — — — — —
June 2007 65.90 37.00 2,75,03,410 | 70.00 37.00 2,81,60,767
July 2007 40.45 26.45 32,24,869 | 40.40 28.20 31,89,232
Aug 2007 30.00 22.50 23,69,442 | 29.70 22.50 11,25,047
Sept 2007 37.45 23.60 84,94,409 | 37.30 24.00 96,93,462
Oct 2007 27.95 22.50 9,42,541 27.50 23.00 10,58,950
Nov 2007 33.00 22.05 18,87,433 | 32.70 22.15 13,44,309
Dec 2007 43.90 27.15 91,16,771 44.00 26.45 64,15,424
Jan 2008 48.00 22.15 56,17,009 | 48.00 21.90 34,76,964
Feb 2008 28.50 22.25 8,22,325 | 28.50 22.55 5,14,654
Mar 2008 24.75 15.10 9,65,267 | 28.40 15.00 4,09,965

(Source : BSE & NSE Websites)
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9.5

9.6

9.7

Registrar and Transfer Agent

The Company has entered into Memorandum of Understanding with M/s. Bigshare Services
Private Limited and they are acting as Registrar and Transfer Agent to the company. Investors
/ Shareholders may contact at the following address for any query:

Bigshare Services Pvt. Ltd.
E-23, Ansa Industrial Estate
Sakivihar Road

Saki Naka, Andheri (E)
Mumbai — 400 072

Tel: 91-22-28470652

Email: info@bigshareonline.com

Share Transfer System

Share transfers are registered and returned within a period of 21 days of receipt, if the
documents are in order in all respects. The Company obtains from a Company Secretary in
Practice half-yearly certificate of compliance with the share transfer formalities as required
under Clause 47 (c) of the Listing Agreement with Stock Exchanges and files a copy of the same
with the Stock Exchanges where the company’s shares are listed.

Dematerialization of shares

The dematerialization requests received were confirmed within 21 days from the date of receipt
of DRF and Share Certificates. As on 315t March, 2008,. 48.40% of the company’s shares were
in demat form. The company’s ISIN: INE172101012

Plant Locations

VITRIFIED TILES : Survey No. 650 & 651 P, Old Ghuntu Road,Morbi — 363 642.

ACP UNIT : Survey No. 580 P1, Old Ghuntu Road,Morbi — 363 642.

WINDMILLS : M-15 & M-38, Survey No. 84/P & 114/P, Vill.Khadoli, Tal.: Abdasa, Kutch.
T-1, Survey No. 283, Village Motti Sindhodi, Tal.: Abdasa, Kutch.

Address for Correspondence
B/h. Romer Ceramics,

Old Ghuntu Road,

Morbi — 363642, Gujarat, India.

Tel: 91-2822-242987

Website: www.decocovering.com
Email: dcl@decocovering.com

CIN: U26914GJ2000PLC0O37494
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Auditors’ Certificate on Corporate Governance

TO
THE MEMBERS OF
DECOLIGHT CERAMICS LIMITED

We have examined the compliance of conditions of Corporate Governance by Decolight Ceramics
Limited, for the year ended 31 March, 2008, as stipulated in Clause 49 of the Listing Agreement
of the said Company entered with the stock exchanges.

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 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 and
based on the representations made by the Directors and the Management, we certify that the
Company has complied with the conditions of Corporate Governance as stipulated in the Listing
Agreement entered with the stock exchanges, to the extent applicable.

We 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, SVK & ASSOCIATES
Chartered Accountants

Shilpang V. Karia
Partner
Membership No. 102114

Place: Morbi
Date: 4% June, 2008
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Declaration on Compliance of Code of Conduct

|, Kantibhai M. Pethapara, Jt. Managing Director of Decolight Ceramics Limited, do hereby declare
and confirm that all the Board Members and Senior Management Personnel have affirmed to the
Board of Directors the compliance of the Code of Conduct laid down by the Board.

Place : Morbi Kantibhai M. Pethapara
Date: 4" June, 2008 Jt. Managing Director

CEO / CFO CERTIFICATION

The Jt. Managing Director and the CFO heading the finance function has certified to the Board
that:

(a) He has reviewed the financial statements and the cash flow statement for the year and that
to the best of his knowledge and belief:

(i) these statements do not contain any materially untrue statement or omit any material fact
or contain statements that might be misleading;

(i) 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.

(b) There are, to the best of his knowledge and belief, no transactions entered into by the
company during the period which are fraudulent, illegal or violative of the company’s code
of conduct.

(c) He accepts the responsibility for establishing and maintaining internal controls and he has
evaluated the effectiveness of the internal control systems of the company and he has disclosed
to the auditors and the Audit Committee, deficiencies in the design or operation of internal
controls, if any, of which he is aware and the steps taken or propose to take to rectify the
deficiencies.

(d) He has indicated to the auditors and the Audit Committee
- the significant changes in the internal control during the year

- instances of significant fraud of which he has become aware and the involvement therein,
if any, of the management or an employee having a significant role in the company’s
internal control system.

Kantibhai M. Pethapara
Jt. Managing Director
Place : Morbi

Date : 4" June, 2008
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MANAGEMENT RESPONSIBILITY STATEMENT

The financial statements are in full conformity with the requirements of the Companies Act, 1956
and Generally Accepted Accounting Principles (GAAP) in India. The Management of Decolight
Ceramics Ltd. accepts responsibility for the integrity and objectivity of these financial statements, as
well as, for estimates and judgements relating to matters not concluded by the year-end. The
management believes that the financial statements reflect fairly the form and substance of
transactions and reasonably presents the company’s financial condition, and results of operations. To
ensure this, the company has installed a system of internal controls, which is reviewed, evaluated
and updated on an ongoing basis. Our internal auditors have conducted periodical audits to provide
reasonable assurance that the company’s established policies and procedures have been followed.
However, there are inherent limitations that should be recognized in weighing the assurances
provided by any system of internal controls.

The Audit Committee of the Company meets periodically with the Chief Financial Officer, the Chief
Accountant and Internal Auditors to review the manner in which they are performing their
responsibilities and to discuss auditing, internal controls and financial reporting issues. The ensure
complete independence, the statutory auditors and internal auditors have full and free access to
members of the Audit Committee to discuss any matter of substance.

The Audit Committee for the financial year 2007-08 consisted of —

1 Mr. Rajendra G. Dhamasana — Chairman

2 Mr. Jaysukh K. Gami — Member

3 Mr. Gaurang Thoriya — Member

Girishbhai M Pethapara Kantibhai M Pethapara
Chairman & Managing Director Jt. Managing Director/CEO & CFO
Place : Morbi

Date : 4" June, 2008

Status of non-mandatory requirement

1 During the period under review, there is no audit qualification in the financial statement. The
company continues to adopt best practices to ensure unqualified financial statements.

2 The company is in the process of establishing a mechanism to report to the management
concerns about unethical behaviours, actual or suspected fraud or violation of the company’s
code of conduct or ethics. Once established, the existence of the mechanism will be
appropriately communicated throughout the organization.

3 The company provides all necessary infrastructure and assistance to the independent directors
to enable them to discharge their responsibilities effectively.

4 The company is yet to establish a Whistle-Blower Policy.
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Auditor’s Report
TO THE MEMBERS OF 'DECOLIGHT CERAMICS LIMITED’

1. We have audited the attached Balance Sheet of DECOLIGHT CERAMICS LIMITED, as at March
31, 2008, and also the Profit and Loss Account and the Cash Flow Statement for the year ended
on that date annexed thereto. 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.

2. We conducted our audit in accordance with auditing standards generally accepted in India.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosure in the financial
statements. An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

3. As required by the Companies (Auditor’s Report) Order, 2003 and the Companies (Auditor’s
Report) (Amendment) Order, 2004 issued by the Central Government of India in terms of sub-
section (4A) of Section 227 of the Companies Act, 1956 and on the basis of such checks and
according to the information and explanations given to us, we enclose in the Annexure, a
statement on the matters specified in paragraph 4 and 5 of the said Order.

4. Further to our comments in the Annexure referred to above, we report that:

We have obtained all the information and explanations, which to the best of our
knowledge and belief were necessary for the purposes of our audit;

ii. In our opinion, proper books of account as required by law have been kept by the
Company, so far as it appears from our examination of those books;

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

iv.  In our opinion, the Balance Sheet, Profit & Loss Account and Cash Flow Statement dealt
with by this report comply with the accounting standards referred to in sub-section (3C)
of Section 211 of the Companies Act, 1956, to the extent applicable;

v.  On the basis of written representations received from the directors, as on March 31, 2008,
and taken on record by the Board of Directors, we report that none of the directors is
disqualified as on 315 March, 2008 from being appointed as a director in terms of clause
(g) of sub-section (1) of Section 274 of the Companies Act, 1956;

vi. In our opinion and to the best of our information and according to the explanations given
to us, the said accounts read together with the notes thereon, 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;
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a) In the case of the Balance Sheet, of the state of affairs of the Company as at 31¢
March, 2008;

b) In the case of the Profit and Loss Account, of the profit of the Company for the year
ended on that date; and

c) In the case of the Cash Flow Statement, of the cash flows of the Company for the
year ended on that date.

For SVK & ASSOCIATES
Chartered Accountants

Shilpang V. Karia
Partner
Membership No.: 102114

Place: Morbi
Date: 4" June, 2008
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Annexure To The Auditor’s Report
(Referred to in paragraph 3 of our Report of even date on the Statement of Accounts of DECOLIGHT
CERAMICS LIMITED, for the year ended on 31t March, 2008)

i.  Fixed Assets
a. Inour opinion, the company has maintained proper records showing full particulars including
quantitative details and situation of fixed assets on the basis of available information.

b. As explained to us, the fixed assets have been physically verified by the management
during the year in a phased periodical manner, which in our opinion is reasonable, having
regard to size of the company and nature of its assets. No material discrepancies with
respect to book records were noticed on such verification.

c.  Inour opinion, the company has not disposed of substantial part of fixed assets during the
year and the going concern status of the company is not affected.

ii. Inventories
a. As explained to us, physical verification of inventory has been conducted by the
management at reasonable intervals. In our opinion, the frequency of verification is
reasonable in relation to its size and nature of business.

b. In our opinion and according to the information and explanations given to us, the
procedures of physical verification of inventories followed by the management are
reasonable and adequate in relation its size and nature of business.

c.  On the basis of our examination of the records of inventory, we are of the opinion that
the company is maintaining proper records of inventory in relation to its size and nature
of business. As explained to us, there were no material discrepancies noticed on physical
verification of inventory as compared to the book records.

iii.  Loans

a. As explained to us, the company has not granted any loans, secured or unsecured to
companies, firms or other parties covered in the register maintained under Section 301 of
the Companies Act, 1956, during the year under review. Accordingly clauses 4(iii) (a), (b),
() and (d) are not applicable.

b. As explained to us, the company has not taken any loans, secured or unsecured from
companies, firms or other parties covered in the register maintained under Section 301 of
the Companies Act, 1956, during the year under review. Accordingly clauses 4(iii) (e), (f)
and (g) are not applicable.

iv.  Internal Control
In our opinion and according to the information and explanations given to us, there is an
adequate internal control system commensurate with the size of the company and nature of
its business for the purchase of inventory, fixed assets and for the sale of goods and services.
During the course of our audit, no major weakness has been noticed in the internal control
system in these areas.
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v.  Transactions in pursuance of section 301

Vi.

Vil.

Viil.

a. According to information and explanations given to us, we are of the opinion that the
particulars of contracts or arrangements referred to in section 301 of the Act that need
to be entered into the register maintained under Section 301 have been so entered.

b.  In our opinion and according to the information and explanations given to us, transactions
made in pursuance of such contracts or arrangements have been made at prices which
are reasonable having regard to the prevailing market prices at the relevant time.

Deposits
As explained to us, the company has not accepted any deposits from the public within meaning
of Section 58A and 58AA of the Companies Act, 1956, during the year under review.

Internal Audit
In our opinion and according to information and explanations given to us, the internal audit
system of the company is commensurate with size and nature of its business.

Cost Records

To the best of our knowledge and as explained to us, the central government has not prescribed
the maintenance of cost records for the business of the company under section 209(1)(d) of the
Companies Act, 1956, except for wind power generation business of the company. We have
broadly reviewed the accounts and records of the company in this connection and are of the
opinion, that prima facie, the prescribed accounts and records have been made and maintained.
We have not, however, made a detailed examination of the records with a view to determining
whether they are accurate or complete.

Statutory Dues

a. As per information and explanation available to us, undisputed statutory dues including
provident fund, investor education and protection fund, employee’s state insurance,
income-tax, sales-tax, wealth tax, service tax, custom duty, excise duty, cess and other
statutory dues have been generally regularly deposited with the appropriate authorities.
Further according to information explanation given to us, no such undisputed statutory dues
applicable to the company were outstanding as at 315t March, 2008 for a period of more
than 6 months from the date they become payable, except work contract tax payable of
rupees one lakh paid after the balance sheet date.

b. According to the information and explanation available to us, details of dues of excise
duty, service tax, cess which have not been deposited on account of any dispute with
appellate authority, are given below:

Name of Nature of dues Amount Period to Forum where
the statue under dispute | which amount| dispute s

Rs. In lacs relates pending
The Central Excise duty including interest 4.65 2004-05 Tribunal
Excise Act 1944 |and penalty as applicable
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Xi.

Xil.

Xiii.

XIV.

XV.

XVi.

However the company has paid under protest Rs. 2.60 lacs for the above. The excise /
service tax department has issued certain show cause notices amounting to tax liability of
Rs. 717.58 lacs, which are pending at adjudication level and amount paid under protest
for the same amounting to Rs. 8.69 lacs.

The company has also paid under protest a sum of rupees four crore as part of bail
condition of court of law, out of alleged excise duty evasion to the extent of rupees eight
crore without issuance of any show cause notice, arising out of search operation by
directorate general of central excise intelligence.

Cash losses and accumulated losses
The company has no accumulated losses at the end of the year under review and it has not
incurred any cash losses in the year under review and the immediately preceding financial year.

Dues to financial institution, banks or debenture holder

Based on our audit procedures and according to the information and explanation given to us,
we are of the opinion that company has not defaulted in repayment of dues to financial
institutions and banks. The company has not issued any debentures.

Loans & advances on pledge of shares debentures & other securities

In our opinion and according to information and explanation given to us, no loans and advances
have been granted by the company on the basis of security by way of pledge of shares,
debentures and other securities.

Chit fund / nidhi / mutual benefit fund / society

In our opinion, the company is not a chit fund or a nidhi / mutual benefit fund / society.
Therefore, clauses 4(xiii) of the Companies (Auditor’s Report) Order, 2003 (as amended) is not
applicable to the company.

Trading in shares, securities, debentures & other investments
The company is not dealing or trading in shares, securities, debentures and other investments.

Guarantee for loans taken by others

According to the information and explanations given to us, the company has not given any
guarantee for loans taken by others from any bank or financial institutions. Accordingly clauses
4(xv) is not applicable.

Term Loans
In our opinion and according to the information and explanations given to us, on an overall
basis, the term loans have been applied for the purpose for which they were obtained.
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xvii. Short term funds used for long term investments
According to the information and explanations given to us, and on overall examination of the
year-end balance sheet of the company, we are of the opinion that prima facie, no funds raised
on short-term basis have been used for long-term investments.

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

xix. Debentures
The company has not issued any debentures during the year under review.

xx. Public Issue
We have verified the end use of money raised by public issue as disclosed in the notes to the
financial statements.

xxi. Fraud
Based upon the audit procedures performed for the purpose of reporting the true and fair view
of the financial statements and as per the information and explanation given by the
management, we report that no fraud on or by the company has been noticed or reported
during the course of our audit.

For, SVK & ASSOCIATES
Chartered Accountants

Shilpang V. Karia
Partner
Membership No.: 102114

Place : Morbi
Date : 4™ June, 2008
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' Balance Sheet As At 31st March, 2008
As at As at
PARTICULARS SCHEDULE 31-March-08 31-March-07
Rs. Rs.
SOURCES OF FUNDS :
Shareholders’ Funds
Share Capital A 183,354,440 100,002,700
Share Application Money — 18,524,000
Reserves & Surplus B 550,530,194 121,809,373
733,884,634 240,336,073
Loan Funds
Secured Loans C 378,438,366 327,797,348
Unsecured Loans D 10,019,009 7,000,000
388,457,375 334,797,348
Deferred Tax Liability (net) 82,013,828 40,799,607
TOTAL 1,204,355,837 615,933,028
APPLICATION OF FUNDS :
Fixed Assets E
Gross Block 751,250,829 497,468,039
Less :- Depreciation 62,959,999 30,017,010
Net Block 688,290,830 467,451,029
Capital Work-in-Progress 66,568,220 —
754,859,050 467,451,029
Investments 37,054,067 —
Current Assets, Loans and Advances G
Inventories 202,207,801 147,353,486
Sundry Debtors 254,597,262 75,582,075
Cash and Bank Balances 17,083,286 15,239,273
Loans and Advances 94,366,056 20,709,313
568,254,404 258,884,147
Less : Current Liabilities and Provisions H
Current Liabilities 129,771,538 99,337,115
Provisions 40,481,119 19,164,964
170,252,657 118,502,079
Net Current Assets 398,001,748 140,382,069
Miscellaneous Expenditure 14,440,972 8,099,930
TOTAL 1,204,355,837 615,933,028
As per our report of even date For and on behalf of the Board
For SVK & ASSOCIATES For DECOLIGHT CERAMICS LTD.
Chartered Accountants
Shilpang V. Karia Girishbhai M. Pethapara Kantibhai M. Pethapara
Partner Managing Director Joint Managing Director
Membership No.: 102114
Place : Morbi Suresh S. Dave Place : Morbi
Date : 4th June, 2008 Company Secretary Date : 4th June, 2008
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For The Year Ended 31st March, 2008

For the Year

For the Year

PARTICULARS SCHEDULE 31-March-08. 31-March-07.
Rs. Rs.
INCOME :
Sales and Other Income from Operations J 851,202,627 542,395,740
Less: Excise Duty Recovered on Sales 38,909,333 31,376,725
812,293,294 511,019,015
Other Income K 11,370,745 6,814,352
Increase / (Decrease) in Stocks L 34,540,525 25,223,453
TOTAL 858,204,565 543,056,820
EXPENDITURE :
Material Costs M 317,015,526 196,707,087
Manufacturing & Operating Costs N 285,144,741 189,945,605
Employment Costs (0] 13,059,666 13,813,948
Sales & Distribution Expenses P 9,758,159 9,652,696
Administrative & General Expenses Q 4,610,253 6,956,035
Interest & Financial Charges R 46,384,405 27,857,617
Depreciation E 32,942,989 13,454,642
Miscellaneous Expenditure Written Off | 3,139,077 601,249
712,054,815 458,988,879
Profit Before Tax 146,149,750 84,067,940
Provision for Tax :
- Current Tax 16,549,433 9,814,403
- Deferred Tax 41,214,221 23,391,446
- Fringe Benefit Tax 82,379 263,022
Tax For the Year 57,846,033 33,468,870
Profit After Tax 88,303,717 50,599,070
Balance Brought Forward From Last Year 96,809,373 46,210,303
Amount Available For Appropriation 185,113,090 96,809,373
APPROPRIATIONS:-
Proposed Dividend on Equity Shares — —
Tax on Proposed Dividend — —
Balance carreid to Balance Sheet 185,113,090 96,809,373
Earning Per Share (Basic & Diluted) 5.25 5.06
Significant Accounting Policies S
Notes to Accounts T

For and on behalf of the Board
For DECOLIGHT CERAMICS LTD.

As per our report of even date
For SVK & ASSOCIATES
Chartered Accountants

Kantib

Shilpang V. Karia Girishbhai M. Pethapara

Partner Managing Director

Membership No.: 102114

Place : Morbi Suresh S. Dave Place :
Date : 4th June, 2008 Company Secretary Date :

hai M. Pethapara

Joint Managing Director

Morbi
4th June, 2008
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For The Year Ended 31st March, 2008

LIMITED

DECOLIGHT CERAMICS

PARTICULARS

For the Year

For the Year

B  Cash Flow from Investing Activity
(Increase) / Decrease in Fixed Assets (net)

Net Cash Flow from Investing Activities

C  Cash Flow from Financing Activity
Proceeds from Issue of Shares
Increase / (Decrease) in Secured Loans
Increase / (Decrease) in Unsecured Loans
Interest Expenses
Preliminary Expenses
(Increase) / Decrease in IPO Expences
Payment of Preference Shares Dividend and Taxes Thereon

Net Cash Flow from Financing Activities

Opening Balance of Cash and Cash Equivalents
Closing Balance of Cash and Cash Equivalents

(Increase) / Decrease in Investments & Accrued Interest Thereon

(320,351,011)
(37,054,067)

31-March-08. 31-March-07.
Rs. Rs.
A  Cash Flow from Operating Activity
Profit before taxation and extra ordinary item 146,149,750 84,067,940
Add: Non Cash and Operating Expenses
Depreciation 32,942,989 13,454,642
Interest Expenses 46,384,405 27,857,617
Preliminary Expenses Written Off 3,139,077 601,249
Operating profit before working capital changes 228,616,221 125,981,448
Adjustment for:
(Increase) / Decrease in Inventory (54,854,315) (51,682,355)
(Increase) / Decrease in Debtors (179,015,186) (1,569,232)
(Increase) / Decrease in Loans and Advances (62,191,173) 3,431,001
Increase / (Decrease) in Current Liabilities and Provisions 35,118,766 50,130,556
Cash Generated from Operation (32,325,687) 126,291,418
Taxes paid (11,465,570) (8,826,502)
Net Cash Flow from Operating Activity (43,791,257) 117,464,916

(183,634,021)

Net Increase / (Decrease) in Cash and Cash Equivalents

(357,405,078) (183,634,021)
431,575,396 18,524,000
50,641,018 84,471,951
3,019,009 5,219,000
(46,384,405) (27,857,617)
= (900,000)
(35,810,671) (6,537,432)
= (1,544,492)
403,040,348 71,375,410
1,844,013 5,206,305
15,239,273 10,032,968
17,083,287 15,239,273

Notes :

1. The above Cash Flow Statement has been prepared under the “Indirect Method” as set out in the
Accounting Standard - 3 on “Cash Flow Statement” issued by ICAI
2. Figures of Cash & Cash Equivalents have been taken from ‘Cash & Bank Balances’ of Schedule F.

As per our report of even date
For SVK & ASSOCIATES
Chartered Accountants

Shilpang V. Karia
Membership No.: 102114

Place : Morbi
Date : 4th June, 2008

Girishbhai M. Pethapara
Partner Managing Director

Suresh S. Dave
Company Secretary

For and on behalf of the Board
For DECOLIGHT CERAMICS LTD.

Kantibhai M. Pethapara

Joint Managing Director

Place :
Date :

Morbi
4th June, 2008
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@Tﬂ_ﬂﬁtg_ Schedules Forming Part Of @':_l!g,
Balance Sheet As At 31st March, 2008
As at As at
PARTICULARS 31-March-08 31-March-07
Rs. Rs.
SCHEDULE- A : SHARE CAPITAL
AUTHORISED :
25,000,000 Equity Shares of Rs.10/- each 250,000,000 250,000,000
(25,000,000)
Total 250,000,000 250,000,000
ISSUED, SUBSCRIBED & PAID UP :
EQUITY SHARE CAPITAL
18,335,444 Equity Shares of Rs.10/- each fully paid 183,354,440 100,002,700
(10,000,270)
Total 183,354,440 100,002,700
SCHEDULE- B : RESERVES & SURPLUS
Share premium 391,747,656 25,000,000
Less: Share Issue Expenses 26,330,552 —
365,417,104 25,000,000
Profit & Loss Account 185,113,090 96,809,373
Total 550,530,194 121,809,373
SCHEDULE - C : SECURED LOANS
Term Loan (refer note 2) 167,317,571 227,758,957
Working Capital Loan (refer note 2) 210,039,880 99,371,944
Vehicle Loan (refer note 2) 1,080,914 666,447
Total 378,438,366 327,797,348
SCHEDULE - D : UNSECURED LOANS
From Banks & Others 10,019,009 7,000,000
Total 10,019,009 7,000,000
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@Tﬂ_@f Schedules Forming Part Of Gg'_"'_l!}_g,
Balance Sheet As At 31st March, 2008

As at As at
PARTICULARS 31-March-08 31-March-07
Rs. Rs.
SCHEDULE- F : INVESTMENTS
Unutilized Fund of Public Issue
Inter Corporate Deposits 22,800,000 —
Bank & Other Deposits 12,933,135 —
Interest Accrued and Due 1,320,932 —
37,054,067 —
SCHEDULE- G : CURRENT ASSETS, LOANS AND ADVANCES
INVENTORIES :
(As taken ,valued and certified by the management)
Raw Materials 45,081,299 40,377,065
Stores & Spares, Polishing Materials & Packing Materials 56,163,536 30,977,714
Semi Finished Goods 53,136,127 34,986,890
Finished Goods 41,315,640 27,047,495
Fuel ltems 5,273,044 12,181,825
Merchanting Goods 1,238,155 1,782,497
202,207,801 147,353,486
SUNDRY DEBTORS :
(Unsecured and considered good as certified by the management)
Others 213,636,001 60,752,774
Over six months 40,961,261 14,829,301
254,597,262 75,582,075
CASH AND BANK BALANCES :
Cash on hand & Equivalents 910,221 529,983
Balances with Scheduled Banks
- In Current Accounts 9,227,091 5,288,461
- In Fixed Deposits 6,945,974 9,420,829
17,083,286 15,239,273
LOANS AND ADVANCES :
(Unsecured and considered good as certified by the management)
Advances recoverable in cash or kind or for value to be recovered 53,546,656 4,386,711
Deposits with government 9,143,030 7,112,297
Advance payment against taxes 31,676,370 9,210,305
94,366,056 20,709,313
Total 568,254,404 258,884,148
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@Tﬂjﬁn Schedules Forming Part Of @':_l!g,
Balance Sheet As At 31st March, 2008
As at As at
PARTICULARS 31-March-08 31-March-07
Rs. Rs.
SCHEDULE- H : CURRENT LIABILITIES & PROVISIONS
Current Liabilities :
Dealers Deposits 2,800,000 16,872,267
Sundry Creditors 118,128,777 79,508,234
Advance Received from Customers 6,585,843 2,865,768
Duties & Taxes Payable 2,256,918 90,847
129,771,538 99,337,115
Provisions :
For Unpaid expenses 9,634,333 6,964,396
For Excise duty 4,137,549 2,123,143
For Income Tax 26,363,836 9,814,403
For Fringe Benefit Tax 345,401 263,022
40,481,119 19,164,964
Total 170,252,657 118,502,079
SCHEDULE - | : MISCELLANEOUS EXPENDITURE
(To the extent not adjusted or written off)
(@  Preliminary Expenses 1,562,498 2,163,747
Less : - Written off 601,249 601,249
961,249 1,562,498
(b)  Share Issue Expenses 42,348,103 6,537,432
Less : - Written off against share premium 26,330,552 -
Less : - Written off against profit and loss account 2,537,828 -
13,479,723 6,537,432
Total 14,440,972 8,099,930
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Schedules Forming Part of Profit And Loss Account
For The Year Ended 31st March, 2008

For the Year

For the Year

PARTICULARS 31-March-08 31-March-07
Rs. Rs.
SCHEDULE - J : SALES AND OTHER INCOME FROM OPERATIONS
Sale of Manufactured Goods 551,759,901 434,980,313
Sale of Merchanting Goods 223,674,355 105,939,478
Work Contract Income 64,399,000 -
Wind Power Generation Income 11,369,371 1,475,949
Total 851,202,627 542,395,740
SCHEDULE - K : OTHER INCOME
Interest Income 10,455,692 854,906
Other Miscellaneous Income 915,053 5,959,446
Total 11,370,745 6,814,352
SCHEDULE - L : INCREASE / (DECREASE) IN STOCKS
Stock-In-Trade (at close)
Finished Goods 41,315,640 27,047,495
Stock-in-process 53,136,127 34,986,890
94,451,767 62,034,385
Stock-In-Trade (at commencement)
Finished Goods 27,047,495 31,506,472
Excise Duty (2,123,143) (3,395,475)
Stock-in-process 34,986,890 8,699,935
59,911,242 36,810,932
Total 34,540,525 25,223,453
SCHEDULE - M : MATERIAL COSTS
Raw Material :-
Opening Stock 40,377,065 40,401,761
Add: Purchases (net) 138,974,747 107,825,446
Less: Closing Stock 45,081,299 40,377,065
Raw Material Consumed 134,270,514 107,850,142
Merchanting Goods :-
Opening Stock 1,782,497 -
Add: Purchases 182,200,670 90,639,442
Less: Closing Stock 1,238,155 1,782,497
Cost of Goods Sold 182,745,012 88,856,945
Total 317,015,526 196,707,087
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For The Year Ended 31st March, 2008

G
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For the Year

For the Year

PARTICULARS 31-March-08 31-March-07
Rs. Rs.
SCHEDULE - N : MANUFACTURING & OPERATING COSTS
Consumption of Stores, Spares and Packing Materials 43,070,076 20,634,678
Consumption of Electirc, Power and Fuel 222,961,851 163,278,873
Manufacturing and Other Expenses 19,112,813 6,032,054
Total 285,144,741 189,945,605
SCHEDULE - O : EMPLOYMENT COSTS
Salary, Wages and Bonus (including directors remuneration) 12,831,315 13,565,204
Contribution to Provident Fund 228,351 248,744
Total 13,059,666 13,813,948
SCHEDULE - P : SALES & DISTRIBUTION EXPENSES
Sampling and Advertisement Expenses 2,392,045 7,491,964
Discount and Commission 3,251,544 1,193,431
Transportation Expenses 908,463 102,714
Taxes 3,206,107 864,587
Total 9,758,159 9,652,696
SCHEDULE -Q : GENERAL & ADMINISTRATION EXPENSES
Rent, Rates & Taxes 715,602 619,812
Conveyance, Tour and Travelling Expenses 252,493 709,505
Legal and Professional Expenses 1,444,620 1,693,935
General Administration Expenses 2,128,612 3,806,468
Other Miscellaneous Expenses 68,926 126,316
Total 4,610,253 6,956,035
SCHEDULE -R : INTEREST & FINANCE CHARGES
Bank Loan and LC Interest 42,160,434 26,413,099
Other Financial Charges 4,223,971 1,444,518
Total 46,384,405 27,857,617
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Schedule S : Significant Accounting Policies :

0

(i)

(iii)

(iv)

Basis of preparation

The financial statements have been prepared to comply with the mandatory Accounting
Standards issued by the Institute of Chartered Accountants of India ('ICAI’) and the relevant
provisions of the Companies Act, 1956 (the 'Act’). The financial statements have been prepared
under the historical cost convention on accrual basis. The accounting policies have been
consistently applied by the Company unless otherwise stated.

Use of Estimates

The presentation of financial statements in conformity with the generally accepted accounting
principles requires estimates and assumptions to be made that affect the reported amount of
assets and liabilities and disclosures relating to contingent liabilities as at the date of the
financial statements and the reported amount of revenues and expenses during the reporting
year. Contingencies are recorded when it is probable that a liability will be incurred, and the
amount can be reasonably estimated. Actual results could differ from those estimates.
Differences between the actual results and estimates are recognised in the year in which the
results are known/ materialised.

Revenue Recognition

Revenue is recognized to the extent that it is probable that the economic benefits will flow to
the company and the revenue can be reliable measured.

Sales of Goods:

Sales are recognised when significant risks and rewards of ownership of goods have passed to
the buyer.

Work Contracts Income:

Work contracts income is recognised on completed contract method when the complete services
are rendered.

Power Generation Income:

Power generation income is recognised on the basis of electrical units generated and eligible
for captive consumption as shown in the power generation reports issued by the concerned
authorities. Power generation income is booked at the per unit electricity rate being paid by
the company.

Interest:

Revenue is recognised on a time proportion basis taking into account the amount outstanding
and the rate applicable.

Inventories

Inventories of Raw Materials, Packing Materials, Goods-in-Process, Finished Goods, and
Merchanting Goods are stated at cost or net realisable value, whichever is lower. Stores and
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v)

(vi)

(vii)

Spare Parts are stated ‘at or below cost’. Goods-in-transit are stated ‘at cost’. Cost comprises
all cost of purchase, cost of conversion and other costs incurred in bringing the inventories to
their present location and condition. The excise duty in respect of closing inventory of finished
goods is included as part of finished goods. Cost formula used is ‘Average cost’. Due allowance
is estimated and made for defective and obsolete items, wherever necessary, based on the past
experience of the Company.

Fixed Assets

Gross fixed assets are stated at cost of acquisition including incidental expenses relating to
acquisition and installation. Fixed Assets are stated at cost net of modvat / cenvat / other credits
and includes amounts added on revaluation, less accumulated depreciation and impairment
loss, if any. All pre-operative costs, including specific financing cost till commencement of
commercial production, net charges on foreign exchange contracts and adjustment arising from
foreign exchange rate variations attributable to the fixed assets are capitalised. Long-term
leasehold assets are capitalized under fixed assets.

Depreciation / Amortization

Depreciation is provided on Straight Line Method at the rates and in the manners prescribed
in Schedules XIV to the Companies Act, 1956, on the basis of shifts / manners utilization of
the assets. Depreciation on additions/ disposals during the year has been provided on pro-rata
basis with reference to the nos. of days utilized.

Long-term leasehold assets capitalized under fixed assets are amortized over the period of lease
on straight-line method.

Borrowing Cost

Borrowing costs that are attributable to the acquisition or construction of qualifying assets are
capitalised as part of the cost of such assets. A qualifying asset is to be one that necessarily
takes substantial period of time to get ready for intended use. All other borrowing costs are
charged to revenue.

(viii) Foreign Currency Transactions

Transactions denominated in foreign currencies are recorded at the exchange rate prevailing on
the date of transaction.

Foreign currency current assets and current liabilities outstanding at the balance sheet date are
translated at the exchange rate prevailing on that date and the net gain or loss is recognized
in the profit and loss account.

Foreign currency translation differences relating to liabilities incurred for purchasing of fixed
assets from foreign countries are adjusted in the carrying cost of fixed asset, for differences up
to the year-end in the year of acquisition, whereas differences arising thereafter to be
recognized in the profit and loss account. All other foreign currency gain or losses are
recognized in the profit and loss account.
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(ix) Investments

()

(xi)

(xii)

Pending the utilization of fund as shown in prospectus during the initial public offer, fund raised
for the purpose has been shown under this group, in compliance with the Schedule VI of the
Companies Act, 1956. Interest accrued and due over such investments has been shown
separately under this group.

Taxation

Tax expenses for a year comprise current tax, deferred tax charges or credit and fringe benefit
tax. Current tax and fringe benefit tax for the year is determined in accordance with the
provisions of the Income-Tax Act, 1961.

Deferred tax assets and liability is recognized, on timing differences, being the differences
between taxable income and accounting income that originate in one period and are capable
of reversal in one or more subsequent periods. Deferred tax assets arising mainly on account
of brought forward losses and unabsorbed depreciation under tax laws, are recognised, only if
there is a virtual certainty of its realisation, supported by convincing evidence. At each Balance
Sheet date, the carrying amount of deferred tax assets are reviewed to reassure realisation. The
deferred tax asset and deferred tax liability is calculated by applying tax rate and tax laws that
have been enacted or substantively enacted by the Balance Sheet date.

Operating Lease

Operating leases: Assets acquired as leases where a significant portion of risk and rewards of
ownership are retained by the lessor are classified as operating lease. Lease rentals being
income or expense are booked to the profit and loss account as incurred.

Initial direct cost in respect of the lease acquired are expenses off in the year in which such
costs are incurred.

Retirement Benefits and other employee benefits

Defined contribution to provident fund and family pension fund are charged to the profit and
loss account on accrual basis.

(xiii) Provisions, contingent liabilities and contingent assets

A provision is recognised when the company has a present obligation as a result of past events
and it is probable that an outflow of resources will be required to settle the obligation, in
respect of which a reliable estimate can be made. Provisions are not discounted to their present
value and are determined based on best estimates required to settle the obligation at the
balance sheet date. These are reviewed at each balance sheet date and adjusted to reflect the
current best estimates.

Contingent liabilities are disclosed by way of notes to the accounts.

Contingent assets are not recognized.
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(xiv) Preliminary & Pre-operative Expenditure
Preliminary Expenditure has been amortised over a period of five years.

Pre-operative Expenditure incurred for expansion project including specific financing cost till
commencement of commercial production, attributable to the fixed assets are capitalised.

(xv) Share Issue Expenses

Portion of share issue expenses being in nature of deferred revenue expenses incurred for raising
the money through initial public offer for the expansion projects are amortized to profit and loss
account over period of 5 year from the commencement of the relevant project. Balance share
issue expenses has been written off against the share premium received during the year.

As per our report of even date For and on behalf of the Board

For SVK & ASSOCIATES For DECOLIGHT CERAMICS LTD.

Chartered Accountants

Shilpang V. Karia Girishbhai M. Pethapara Kantibhai M. Pethapara
Partner Managing Director Joint Managing Director
Membership No.: 102114

Place : Morbi Suresh S. Dave Place : Morbi

Date : 4th June, 2008 Company Secretary Date : 4th June, 2008
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Schedule T : Notes On Accounts

1 Previous year's figure have been reworked, regrouped, rearranged and reclassified wherever
necessary. Accordingly, amounts and other disclosures for the preceding year are included as
an integral part of the current year financial statements and are to be read in relation to the
amounts and other disclosures relating to the current year.

2 Loan Funds :-
Term Loan From Banks

Amt O/s

Rs.167,317,571/- Secured by equitable mortgage of factory land & building,
hyphothication of plant & machineries, hypothecation of stock & book-debts,
equitable mortgage & Hypothecation of collaterals from associate concern & relatives
of directors and guarantee of directors, their relatives and associates.

Working Capital Loan From Banks
Amt Of/s

Rs.210,039,880/- Secured by equitable mortgage of factory land & building,
hyphothication of plant & machineries, hypothecation of stock & book-debts,
equitable mortgage & Hypothecation of collaterals from associate concern & relatives
of directors and guarantee of directors, their relaives and associattes.

Vehicle Loan From Bank
Amt O/s
Rs.10,80,914/- Secured against hyphothication of vehicle.

3 Managerial Remuneration to Directors

2007-2008 2006-2007

Rs. Rs.
a) Salaries 1,800,000 1,950,000
b) Sitting Fees 200,000 240,000
2,000,000 2,190,000

4 Payment to Auditor

2007-2008* 2006-2007*

Rs. Rs.
a) Statutory Audit Fees 160,000 125,000
b) Tax Audit Fees 40,000 25,000
c) Other Certification Fees 125,000 -
325,000 150,000

* excluding service tax
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5  C.LF. Value of Import-

2007-2008 2006-2007
Rs. Rs.
a) Raw material 24,250,081 9,315,084
b)  Stores and spares 36,570,994 13,158,687
¢  Capital goods 41,975,871 17,834,066
102,796,947 40,307,837
6  The value of raw materials
consumed 2007-2008 2006-2007
Rs. % Rs. %
a) Raw material
i) Imported 24,559,294 18.29% 12,059,394 11.18%
ii) Indigenous 109,711,220 81.71% 95,790,748 88.82%
134,270,514 100.00% 107,850,142 100.00%
b)  Store, spares, polishing
and packing materials
i) Imported 22,557,168 52.37% 8,476,726 41.08%
ii) Indigenous 20,512,908 47.63% 12,157,952 58.92%
43,070,076 100.00% 20,634,678 100.00%
7  Expenditure & Earnings in Foreign Exchange
2007-2008 2006-2007
Rs. Rs.
a)  Travelling Expenditure 28,700 88,946
b)  Earnings for sale of goods - 341,851
8  Raw Material Consumption Pattern
2007-2008 2006-2007
MT Rs. % MT Rs. %
a)  Felspar Powder 28,733 38,081,453 28.36% 21,544 39,224,836  3637%
b)  Ukrain Clay 4,620 20,114,582 14.98% 4,565 21,608,788 20.04%
Q) Other Material 37,988 76,074,479 56.66% 25,270 47,016,518 43.59%
71,340 134,270,514 100.00% 51,379 107,850,142 100.00%
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9  Details of utilization of funds received from Initial Public Offer of equity shares, as per Clause
43 of Listing Agreement are as follows:

During the year ended March 31, 2008, the Company had issued 83,35,174 equity shares of
Rs. 10 each at a price of Rs. 54/- per equity shares. Out of which 80,47,397 equity shares
were allotted as a part of public issue and 2,87,777 equity shares were allotted as pre-IPO
placement.

(Rs. In Lacs)

Project Cost Projected in Utilization

Prospectus as at 31-March-08
(i) Vitrified Tiles Expansion-Plant & Machineries 1265.00 1267.00
(i) ACP Project - Plant & Machineries 335.00 251.32
(iii) Wind Mill Project 2325.00 1940.71
(iv) Buildings 640.00 667.03
(v) Other Fixed Assets 235.00 126.80
(vi) Working Capital Requirements 1100.00 1100.00
(vii) Issue Expenses 350.00 423.06
TOTAL 6250.00 5775.92
(viii) Unutilised Fund* 0.00 357.33
TOTAL 6250.00 6133.25

(@)

Means of Finance Projected in Utilization ':
Prospectus as at 31-March-08 —

(i) Public Issue of Equity Shares 4500.00 4500.99 =
(ii) Term Loan 1000.00 1000.00 | N —
(iii) Internal Accruals** 750.00 632.26 A
TOTAL 6250.00 6133.25 U

* Pending the utilization of fund, unutilized fund has been lying in Bank Deposits, BSE Deposit é
& Interest Bearing Inter Corporate Deposits. <
** Fund required for the cost over-run, if any and for completion of pending projects will be o
brought by way of internal accruals L
)

10 Deferred Tax Liability Comprise of the following —
2007-2008 2006-2007 T

Rs. Rs. U]

a) Deferred tax liabilites —
Related to Fixed Assets 82,013,828 40,799,607 5‘

b)  Deferred tax assets — — )
Deferred Tax Liability (Net) 82,013,828 40,799,607 "'DJ
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Earning Per Share

2007-2008
Rs.
Net Profit after tax 88,303,717
Net Profit/(Loss) available to equtiy share holders 88,303,717
Weighted No.of Equity Shares used as 16,822,090
denominated for calculating EPS
Basic & Diluted EPS 5.25
Information pursuant to the provision of Part Il
of Schedule VI of The Companies Act, 1956.
2007-2008
MT
a)  Capacity & Production
Product : Vitrified Tiles
Licensed Capacity - Not Applicable
Installed Capacity (Annualized) - In MT 64000
Actual Production - In MT 53929
b)  Turnover and Closing Stock of
Manufactured Goods (Vitrified Tiles)
2007-2008
MT Rs.
Turnover 54,744.47 551,759,901
Closing Stock 4,589.43 41,315,640
Q) Consumption of Raw Material 71,340.01 134,270,514
e) Opening Stock, Purchase, Sales &
Closing Stock of Merchanting Goods
(Tiles & Other Building Materials)
2007-2008
Box/Sheets/MT Rs.
Opening 759 1,782,497
Purchase 2,956,449 182,200,670
Sales 2,957,009 223,674,355
Closing Stock 199.00 1,238,155
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2006-2007
Rs.

50,599,070
50,599,070
10,000,270

5.06

2006-2007
MT

44050
40583

2006-2007
MT Rs.

40,967.07 434,980,313
3,684.33 27,047,495

51,378.77 107,850,142

2006-2007
Box/Sheets/MT Rs.

2,044,116 90,639,442
2,043,357 105,939,478
759.00 1,782,497




13 Segment Information

The company has identified two reportable segment viz. “Manufacturing and Trading of tiles
and other building materials” & “Wind Power Generation”. The other items which is not related
to wind power generation and not being of significant value has been shown alongwith main
reportable segment of manufacturing and trading of tiles & other building materials.

Segments have been identified and reported taking into account nature of product and services
and differering risk and rewards from them. The accounting policies adopted for segment
reporting are in line with the accounting policy of the company with following additional
policies:

(a) Revenue and expenses have been identified to a segment on the basis of relationship to
the corresponding segment. Revenue and expenses, which relate to enterprise as a whole
and are not allocable to a segment on reasonable basis, have been deducted from total
column.

(b) Segment assets and segment liabilities represents assets and liabilities in respective
segments. Assets and liabilities that cannot be allocated to as segment on a reasonable
basis have been disclosed as ‘Unallocable’.

() Primary Segment Information Amount Rs. In Lacs
Figures in brackets show previous year figures

Particulars Tiles and other | Wind power Total
building material generation

Segment Revenue 8,018.39 113.69 8,132.08

External Income (5,155.03) (14.76) | (5,169.78)

Total Income 8,018.39 113.69 8,132.08

(5,155.03) (14.76) | (5,169.78)

Segment Result Before Interest and Taxes 1758.46 62.33 1820.78

(757.11) (6.22) (763.33)

Less: Interest & Finance Charges 416.75 47.09 463.84

(266.91) (11.67) (278.58)

Add: Interest Income 104.56

(8.55)

Profit Before Tax 1461.50

(840.68)

Less: Tax Expenditure 578.46

(334.69)

Profit After Tax 883.04

(505.99)
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Particulars Tiles and other | Wind power Total

building material generation
Other Information

Segment Assets 10,895.06 2,336.08 | 13,231.13

(6,611.35) (652.00) | (7,263.35)

Unallocated Assets 144.41

(81.00)

Segment Liabilities 760.46 424.56 1185.02

(838.22) (134.98) (973.20)

Unallocated Liabilities 4,851.68

(3,967.79)

Capital Expenditure 1,485.94 1717.57 3,203.51

(1,190.83) (645.51) | (1,836.34)

Depreciation 282.05 47.38 329.43

(126.27) (8.27) (134.55)

Non cash expenses other than Depreciation 31.39

(6.01)

The reportable segment is further described below:

(i)  Manufacturing and Trading of vitrified tiles, other tiles and other buillding materials.

(i) Power generation for captive consumption through installation of windmill.

() Secondary Segment Information

The major and material activities of the company are restricted to only one geographical
segment i.e. India, hence the secondary segment disclosure is not applicable.
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14 Related Party Disclosures
As per Accounting Standard 18, issued by the Institute of Chartered Accountants of India, the
disclosure of the transactoins with the related parties as defined in the Accounting Standard are

given:
Amount Rs. In Lacs
List of Related Parties along with Figures in brackets show
relationship and Transactions previous year figures
Name of The Party TRANSACTIONS
Purchase |Remuneration|  Rentpaid | Acceptance| Repayment Sales of | Outstanding
of goods | / Salary paid of Loan/ of Loan/ goods Balance
Deopoists/|  Deposits / Receivable(R)
Advances|  Advances | Payable(P)
Associate Concerns
Decogold Glazed Tiles Ltd. Nil 11.79| 4.04 (R)
(93.92) (Nil) (Nil)
Decogold Electronics Ltd. Nil Nil
(18.00)| (18.00)
Sweta Ceramics 7.75 6.67
(0.17) (Nil)
Avristo Ceramics 1.05
(Nil)
Directors
Girishbhai M Pethapara 6.00 0.14 13.94 13.94 0.04 (P)
(6.00) (0.14) (70.00) (70.19) (Nil)
Jayntilal M Pethapara 6.00 Nil Nil
(6.00) (24.80)| (35.70)
Kantilal M Pethapara 6.00 Nil Nil
(6.00) (84.80)| (90.12)
Relatives of Directors
Mayur K Pethapara 4.19 Nil Nil
(3.21) (5.30) (5.75)
Hemal G Pethapara 4.17 Nil Nil
(4.17) (7.50) (7.50)
Hiralben G Pethapara 2.40
(1.80)
Poonamben M Pethapara 2.40
(1.80)
Samir K Pethapara Nil Nil
(0.50) (0.50)
Ramaben M Pethapara Nil Nil
(3.00) (3.00)
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