CHAIRMAN’S SPEECH

Ladies & Gentlemen,

My colleagues on the Board and | have great pleasure in welcoming you to
the 56" Annual General Meeting of the company. The Directors’ Report and the
statements of Annual accounts for the year ended 31% March, 2010 together with
the Report of Statutory Auditors and with the comments from CAG of India
thereon have already been circulated and with your permission, | take them as
read.

HIL has been operating in public health and crop protection segments and
has established itself as a dependable supplier for quality products at reasonable
prices.

The company continued its relentless pursuit to free the world from the cold
pangs of death and suffering due to Malaria by offering the wonderful product
DDT — which has been named as ‘weapon of mass survival’ by Steve Milloy.
Apart from meeting the full requirements of Govt.of India for disease vector
control using DDT as a prime tool, the company geared up to meet the increasing
global requirements through aggressive marketing. Exploratory visits were made
by senior officers to sub-Saharan African countries. It is heartening to note that
the world at large is realizing that withdrawal of DDT in many countries for vector
control purposes was more out of politics than science. Moreover, as DDT was a
low profit generating commodity, there was no economic justification for the
private manufacturers in promoting the same. HIL being a Govt. owned company
believed more in the product than in profit and the persistence is paying off as the
resistance against the product is waning. The restrictions on DDT was a loss for
public health and for scientific integrity than for the industry.

The publication “The Excellent Powder — DDT’s Political and Scientific
History” by Donald Roberts, Richard Tren with Roger Bate and Jennifer Zambone
published in 2010 and a new documentary “3 Billion and Counting, directed,
written and produced by Dr.Ruttedge Taylor, MD brought out in September, 2010
which explores the devastating death toll caused by Malaria since the ban on DDT
brings out the truth behind demonizing this wonder chemical. The film site
explains that the ban of this extraordinary life protecting chemical also has
resulted in the “greatest ecological genocide in the known history of man”. In
terms of carcinogenicity, DDT is classified alongwith coffee and pickles as per the
international Agency for Research on Cancer and shatters many myths which are
being propagated.



HIL is also exploring the possibility of getting into alternate techniques for
vector control especially in the public health segment and shortly your company
will be a one-stop shop for all public health requirements for mosquito control.

Your company, which has carved out a niche in the agro chemical segment
in the country also believes that generic molecules are absolutely required to make
crop protection affordable to the farmers specially in the developing countries.

It is sad but true that generics are coming under more and more attack. HIL
believes that it is more out of business than scientific reasons as nothing was
wrong with these very molecules, which were invented in the west till they were
patented and problems are cropping up when rest of the world started
manufacturing them cheap. It is also to be noted that use of agro chemicals is
increasing in the developing countries and the only way for the western
manufacturers to grow is by making more and more inroads into developing
countries by promoting their patented products at high prices by replacing
generics. We are of the view that generic molecules have great role to play in
increasing agricultural productivity by offering cheap pest solution.

In line with the above, HIL has already initiated action to manufacture
technicals like Acephate, Chlorpyriphos, Aceyamiprid, Imidachloprid, Triazophos,
Buprofezin for which adequate funds have been received from Govt. of India.

Coming to the performance of the previous year, it is a matter of great
pride that HIL surpassed all previous records in terms of turnover inspite of the
country facing one of the worst ever droughts in the last couple of decades.

Your company improved its performance over the previous year and posted
a gross profit of Rs.9.20 crores by achieving all time highest gross turnover of
Rs.243.88 crores compared to Rs.215.35 crores of previous year. The net profit of
Rs.3.06 crores achieved during the year has brought down the accumulated losses
of the company to Rs.7.49 crores only. The net worth of the company has
increased to Rs.83.50 crores as on 31% March, 2010.

The performance of the company, as per self-evaluation, entitles for a MOU
rating of ‘Excellent”.

The philosophy of your company in relation to Corporate Governance is to
fully conform with laws, regulations, guidelines and to promote ethical conduct
throughout the organization with the primary objective of enhancing shareholders
value. The company is committed to conforming to the highest standards of
Corporate Governance in the country. Report on Corporate Governance has been



brought separately in the Directors’ Report. Code of Conduct affirmation has
been duly received from Directors and Senior Management employees.

The industrial relations in the company remained cordial during the year.
Cost cutting measures, reduction and rationalization of manpower efforts are
continuing. Your company continued its efforts in corporate social responsibility
initiatives to provide education to the underprivileged, drinking water,
infrastructure development, etc.

It is a matter of great pride that BRPSE has declared that only 11 PSUs
have posted profit consecutively for 3 years out of 36 PSUs for which
restructuring has been done and HIL is one among them.

| also take this opportunity to express my sincere thanks and gratitude to
my colleagues on the Board of Directors for their valuable guidance and advice in
the management of the company.

I am also thankful for the whole-hearted support received from Ministry of
Chemicals & Fertilizers, Ministry of Health & Family Welfare, Cost Accounts
Branch, Ministry of Finance, Company’s Bankers, Auditors and all the
shareholders and look forward for their continued support. My sincere thanks to
the employees of HIL at all levels. | would like to place on record that but for their
contribution and dedication the results achieved would not have been possible. 1
expect the same determination and spirit to continue in future to further improve
the performance of the company.

Thanking you all.

New Delhi (K Harikumar)
September 28,2010 Chairman & Managing Director



DIRECTORS' REPORT

To
The Members

On behalf of the board of Directors, | am privileged to present the 56" Annual
Report on the business and operations of the Company together with the Audited
Accounts and Auditor's Report thereon for the financial year ended 31st March, 2010.

1. FINANCIAL PERFORMANCE:

The year 2009-2010 witnessed one of the worst ever droughts faced by India
during last two decades. Inspite of the above, your company improved its performance
and posted operational profits for yet another year. The company achieved an all time
record gross turnover of Rs.243.88 crores (Previous year Rs.215.35 crores) and recorded
a gross profit of Rs.9.20 crores (previous year gross profit of Rs.7.61 crore) before
providing for depreciation and interest. The net profit for the year after providing for
depreciation and interest was at Rs.3.06 crore (previous year net profit of Rs.2.71 crore).
The current year’s financial results are summarized as under:-

(Rs. In crores)

Description 2009-10 2008-09
Gross Profit (Profit before 9.20 7.61
depreciation, interest and tax)
Less: Depreciation 3.55 3.43
Interest 2.54 1.29
Profit before tax 3.11 2.89
Income Tax/Fringe Benefit Tax 0.05 0.18
Net Profit for the year 3.06 2.71
Add: Brought forward loss (-) 10.55 (-) 13.26
Profit/Loss carried forward (-) 7.49 (-) 10.55

The accumulated losses of the company have been brought down to Rs.7.49
crores from Rs.10.55 crores the previous year and the net worth of the company has
increased to Rs.83.50 crores as against net worth of Rs. 79.99 crores the previous year.

2. PRODUCTION PERFORMANCE:

The total production achieved during the current year was 18253 MT/KL against
16415 MT/KL during the previous year, thus achieving a growth of more than 11%.

3. SALES PERFORMANCE:

The Company could increase the turnover to Rs.243.88 crores including Excise
Duty and Education Cess during the year as against Rs.215.35 crores during last year,



thereby posting a growth of more than 13% over the previous year. The turnover
achieved is highest since inception.

4. EXPORTS:

The company achieved an export turnover of Rs.14.29 crores (previous year
Rs.13.48 crores)

o. RESEARCH AND DEVELOPMENT:

The Company continued its in-house R&D activities to reduce the cost of
production and improve the product quality.

6. MOU RATING:

The Company got "Very Good" rating for the performance for the year 2008-09.

1. ACCREDITATION :

All the manufacturing units of the Company are 1SO certified. The unit at
Rasayani has been assessed and registered as complying with the requirements of
International Standards of 1SO 9001:2000, ISO 14001:2004 and 1SO
18001:2007.

8. CORPORATE SOCIAL RESPONSIBILITY (CSR) INITIATIVES:

As part of its CSR initiatives, HIL continued its effort in thrust areas like
education, infrastructure development, employment for Project affected etc. HIL
Is a contributor to the scheme of providing drinking water to the residents of Eloor
Gram Panchayat in Kerala and Community Health Insurance Scheme. The
Company also contributed to laying a drinking water pipe line to Sawla Gram
Panchayat in Maharashtra.

9. HUMAN RESOURCE DEVELOPMENT:

The Company has made onerous efforts and thrust towards development
and optimum utilization of manpower to build up a healthy work culture & to
achieve higher goals in productivity as well as to meet the challenges of the
future.

Reduction of Manpower: The Company currently operates the Voluntary Retirement
Scheme only for unqualified/excessive employees of Bathinda Unit.



Manpower: The total manpower as on 31.03.2010 was 1462 employees, comprising of
297 executives and 1165 non-executives compared to 1518 employees comprising of
302 executives & 1216 non-executives during the previous year.

Industrial Relations: The industrial relations in the Company remained cordial during
the year under report.

SC/ST/OBC: The Presidential Directives on Reservation for Scheduled Caste/Scheduled
Tribes/OBC were continued to be implemented during the year. The total number of
SC/ST/OBC employees as on 31.03.2010 was :-
No.
Scheduled Castes 232
Scheduled Tribes 89
OBC 479

Total 800

The Activities/Steps taken for the Welfare of SCs & STs by the Company : The
Company has undertaken the following Welfare measures for the benefit of Scheduled
Castes/ Scheduled Tribes Communities in the neighboring areas of our units:-

i). Distribution of text/note books and uniforms to the school going children
belonging to SCs & STs communities every year.

i) Assist local bodies in the supply of drinking water, in setting up of Primary
Health Centres etc. as and when such requirements arose.  The majority of
beneficiaries belong to SCs & STs communities.

10. PARTICULARS OF EMPLOYEES:

Particulars of employees as required under section 217(2A) of the
Companies Act 1956 read with the Companies (Particulars of employees) Rules,
1975 may be read as ‘NIL’ for the year.

11. IMPLEMENTATION OF OFFICIAL LANGUAGE HINDI:

Your company conducted quarterly meetings of Official Language
Implementation Committee regularly to discuss and review the progress in Hindi
and to achieve the targets of Annual Programme issued by the Department of
Official Language (Ministry of Home Affairs).



The website of the company is also bilingual. Leaflet of the all products
and Labels on the all products manufactured by the company are not only issued in
English and Hindi but also in regional languages.

During the year, the Company's Head Office and its Units organized "Hindi
Pakhwara" and various Hindi Competitions were organized such as Hindi Essay, Noting
& Drafting in Hindi, Debate, Hindi Hand Writing, Hindi Anuvad and Hindi Speech
competitions.  Successful candidates were also given cash & kind awards under the
incentive scheme introduced in the Company. Hindi workshops were also organized
during the year where employees were trained and inspired to do Noting & Drafting in
Hindi to promote the use of Hindi in their Official Work. In the Annual Sales Meeting,
Senior Officers of the Marketing Department and Regional Sales Offices were acquainted
with the Official Languages Act 1963 and the Official Languages Rules, 1976 and the
targets of Annual Programme of Hindi.

During the year, the Udyogamandal Unit got Third Prize for excellent
performance of Official Language by Ministry of Home Affaires, Department of Official
Language, Regional Implementation Office (South-West). Udyogamandal Unit also got
Third Prize for implementation of Official Language from the Tolic.

18 employees of the company got cash awards and certificates in the various
Hindi Competitions conducted by the Kendriya Sachivalaya Hindi Parishad.

12. REPORT ON ENERGY CONSERVATION, TECHNOLOGY
ABSORPTION AND FOREIGN EXCHANGE EARNINGS & OUTGO:

In terms of Company's (Disclosure of Particulars in the Report of Board of
Directors) Rules,1988 and notification No. 1029 dated 31.12.88 particulars
relating to a) Conservation of Energy b) Technology Absorption and c) Foreign
Exchange Earning and Out-go are annexed to this Report.

13. RESPONSIBILITY STATEMENT :

Pursuant to section 217 (2AA) of Company’s Act 1956, your Directors

hereby confirm that :-

)} in the preparation of the Annual Accounts, the applicable Accounting Standards
have been followed alongwith proper explanation relating to material departures;

i) the Directors have selected such accounting policies and applied them
consistently and made judgment 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 or loss of the company for the period
under review;

iii) 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 safe-guarding the assets of the Company and for preventing and
detecting fraud and other irregularities;



iv) the Directors have prepared the Annual Accounts on a “going concern” basis.
V) Proper systems are in place to ensure compliance of all laws applicable to the
Company.

14. COMPLIANCE WITH CORPORATE GOVERNANCE:

Hindustan Insecticides Limited is a Government Company, the entire
shareholding is held by Govt. of India. HIL has been continuously making efforts
towards raising the standards of Corporate Governance. Report on Corporate Governance
is annexed as Annexure-I.

15. CODE OF CONDUCT FOR BOARD MEMBERS AND SENIOR
MANAGEMENT:

In accordance with the provisions of the Corporate Governance, a Code of
Conduct for the Board members and senior management has been framed and made
effective by the Board.

16. BOARD OF DIRECTORS:

Shri B. P. Pandey and Ms. Asha Rani Rungta retired and were re-appointed as
part time official Directors at the conclusion of 55 Annual General Meeting held on
24.9.2009.

Shri B. P. Pandey ceased to be part-time official Director w.e.f. 7.1.2010, Board
place on record its deep appreciation for the valuable contribution made by him during
his tenure of Directorship of HIL.

Shri Suresh Chandra Gupta was appointed as part-time official Director in place
of Shri B. P. Pandey and joined the Board of Directors of your Company w.e.f. 7.1.2010.

Shri V. Sekar joined as Director (Finance) on the Board of Directors of your
Company w.e.f. 24.06.2010

17. AUDIT COMMITTEE:

As per the provisions of Section 292-A of the Companies Act 1956, the
Company is having an Audit Committee consisting of the following Directors:-

1. Shri Suresh Chandra Gupta, Chairman.
2. Shri K. Hari Kumar, Member.
3. Ms Asha Rani Rungta, Member.

The Committee functions in accordance with the provisions of the
Companies Act, 1956.



18. AUDITORS:

The following firms of Chartered Accountants were appointed by C&AG
of India as Statutory Auditors/Branch Auditors of your Company for the year
2009-10 in respect of the units/offices shown against each:

M/s.AVA & Associates, New Delhi. Bathinda Unit, Regional Sales Office at
Delhi, R&D Centre at Gurgaon & Head
Office and consolidated accounts.

M/s.Jayesh Sanghrajka & Co., Mumbai. Rasayani Unit and Regional Sales Offices
at Akola and Ahmedabad.

M/s.George & Sebastian, Kochi Udyogamandal Unit and Regional Sales
Office at Hyderabad and Coimbatore
M/s.S.S.Sen & Co., Kolkata Regional Sales Office at Kolkata

The Statutory Auditors' Report and replies of the Directors to their comments/
observations are annexed to Accounts.

The Board of Directors would like to place on record their sincere thanks for
valuable services rendered by the auditors.

19. COST AUDITORS:

The following were appointed as Cost Auditors of the Company for the year
2009-10 in terms of Section 233-B of the Companies Act, 1956.

1. M/s Rajendran Mani & Varrier, Kochi. - Udyogamandal Unit.
2. Shri B.C. Patel, Kalyan. - Rasayani Unit.
3. M/s Jugal K. Puri & Associates, Gurgaon - Bathinda Unit.

20. SUBSIDIARY COMPANY (SPCL) :

The Subsidiary Company i.e. Southern Pesticides Corporation Limited was
ordered to be wound up on 2.4.2002. The Company was officially handed over to
Official Liquidator attached to A. P. High Court, Hyderabad. Since, the Company is
under liquidation, permission is not required from Ministry of Company Affairs, hence
Annual Accounts of SPEC are not enclosed. However, a statement on the holding of
interest in the said Company as required under Section 212 of the Companies Act, 1956,
is annexed to the Annual Accounts of the Company. Board in its 295" meeting accorded
approval for Write-off of total amount of investment, loans and debts in respect of SPEC,
subsidiary of HIL amounting to Rs. 3631.89 lacs in the year 2009-10.



21.  ACKNOWLEDGEMENTS:

Your Directors wish to acknowledge the continued support and guidance
received from various wings of Govt. of India and more particularly from
Ministry of Chemical and Fertilizers. Your Directors also wish to thank Ministry
of Health, Cost Accounts Branch of Ministry of Finance, State Governments and
the Company’s Bankers for their continued support and co-operation. The
Directors also express their thanks to various suppliers and valued customers for
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2009-10.
For and on behalf of the Board of Directors.

(K. HARIKUMAR )
CHAIRMAN & MANAGING DIRECTOR



Annexure-|

REPORT ON CORPORATE GOVERANCE

Company’s Philosophy on Corporate Governance.

The philosophy of the Company in relation to Corporate Governance is to ensure
transparency, disclosures and reporting that conforms fully with laws, regulations,
guidelines and to promote ethical conduct throughout the organization with the primary
objective of enhancing shareholders value. The Company is committed to conforming to
the highest standards of Corporate Governance in the country.

Board of Directors

Composition of Board: The Board of HIL comprises five Directors out of which three are
functional Directors including the Chairman & Managing Director and two non-executive
Directors who are nominees of the Administrative Ministry, Government of India.

During the financial year 2009-10, the following Directors were on the Board of HIL.

Executive Directors:

Shri K. Harikumar. - Chairman & Managing Director.
Shri R. P. Khandelwal - Director(Finance)*
Shri R. R. Sharma. - Director(Marketing).

* Ceased to be Director w.e.f 11.05.2009

Non-Executive Directors:

Shri B. P. Pandey - Joint Secretary

Shri Suresh Chandra Gupta - Joint Secretary,
Ministry of Chemicals & Fertilizers.

Ms. Asha Rani Rungta - Director (Finance),
Ministry of Chemicals & Fertilizers.

Administrative Ministry has taken up the matter regarding appointment of independent
Directors.



Number of Board Meetings/Attendance of each Directors at Board Meeting and
the last AGM held during the year 2009-10.

Date of Meeting Place of Meeting Directors present.

21.5.2009 New Delhi 3 Nos

24.6.2009 New Delhi 3 Nos

14.7.2009 New Delhi 3 Nos

2.12.2009 New Delhi 3 Nos

16.3.2010 New Delhi 4 Nos

Sl. | Name of Directors Number of | Attendance at No. of other

No. Board last AGM held | Directorship in
meetings on 24.9.2009 other
attended. companies as

on 31.3.2010.

1. Shri K. Harikumar 5 Yes 1#

2. Shri B. P. Pandey* 1 No 1$

3. Shri Suresh Chandra Gupta** | 1 - 1%

4. Ms Asha Rani Rungta 5 Yes Nil

5. Shri R.P. Khandelwal*** Nil Nil Nil

6. Shri R. R. Sharma 4 Yes Nil

*

Ceased to be Director w.e.f. 07.01.2010.
*x Appointed as Director w.e.f 07.01.2010
***  Ceased to be Director w.e.f 11.05.2009
$ Hindustan Organics Chemicals Ltd.

# Crop Care Federation of India.

Audit Committee.+

As per the provisions of Section 292-A of the Companies Act 1956, the Company is
having an Audit Committee consisting of the following Directors. The Audit Committee
has the powers, roles and functions in accordance with the Companies Act 1956.

1. Shri Suresh Chandra Gupta, Chairman.
2. Shri K. Harikumar, Member.
3. Ms Asha Rani Rungta, Member.




During the year 2009-10, three Audit Committee meetings were held on
14.07.2009, 2.12.2009 & 16.3.2010.

Name

No. of meetings held during

the year.

Meetings attended.

Shri B. P. Pandey.

Shri Suresh Chandra Gupta.
Shri K. Harikumar.

Ms Asha Rani Rungta.

wWwww

Nil *
1 No.**
3 Nos
3 Nos

*  Ceased to be Director w.e.f. 07.01.2010

**  Appointed as Director w.e.f. 07.01.2010

Remuneration committee.

Remuneration and allowances payable to Directors are determined by the
President of India. Hence no committee is required to be constituted for the purpose.

Part-time non-official Directors are paid sitting fees for attending Board & Audit
committee meetings.

Details of remuneration of functional Directors of the Company for the year, 2009-2010.

S. Name Salary & | Other | Bonus | Perfor- Total
No. allowances | benefits | commi- | mance link
ssion incentives
Rs. Rs. Rs. Rs. Rs.
1. Shri K. Harikumar. 11,12,278 | 19,716 - 2,000 | 11,33,994
2. Shri R.P. Khandelwal 1,14,525 2,356 - - 1,16,881
3. Shri R. R. Sharma. 8,48,651 | 15,115 - - 8,63,766

Share holders/investors grievance committee.

Hindustan Insecticides Limited is a Government Company and the entire share capital is
held by President of India and his nominees. Hence, no such committee is required to be
constituted.




Annual General Meetings.

SI. No. | Year Location Date & Time Whether any
special resolution
passed.

1. 2006-07 New Delhi 30.08.2007 (12.30 PM) No

2. 2007-08 New Delhi 29.08.2008 (12.00 Noon) No

3. 2008-09 New Delhi 24.09.2009 (12.00 Noon) No

Disclosures

There were no material transactions with the Directors on the management or
their relatives that may have potential conflict with interest of the Company at large.
There has been no related party transaction also.

There have been no instances of non-compliance by the Company to any matter
related to capital market since HIL is a non-listed Company and any matter related to any
guidelines issued by Government during the last three years.

In reference to Whistle Blower Policy no personnel has been denied access to the
Audit Committee.

Means of communication

Annual financial performance are posted in the Company’s website
www.hil.gov.in

General shareholders information

The entire paid up share capital of the company is held in the name of President of
India and his nominees. AGM details are furnished at above. The Company shares are
not listed in any stock exchange.



http://www.hil.gov.in/

ANNEXURE TO DIRECTORS' REPORT

Form for Disclosure of particulars with respect to Conservation of Energy

DESCRIPTION

POWER AND FUEL CONSUMPTION

ELECTRICITY
Total Units
Total Amount
Rate/Unit

FURNACE OIL
Quantity

Total Amount
Rate/KL

FUEL OIL (HSD)
Quantity

Total Amount
Rate/Unit

Consumption per unit of production
DESCRIPTION

DDT TECHNICAL
Electricity
Furnace Qil

DDT FORMULATION
Electricity

MALATHION TECHNICAL
Electricity
Furnace Oil

MALATHION FORMULATION
Electricity

FORM A

UNIT

KWH
Rs.
Rs.

KL
Rs.
Rs.

KL
Rs.
Rs.

UNIT

KWH
LTR

KWH

KWH
LTR

KWH

CURRENT
YEAR

13065319
63697760
4.88

4759.40
117550449
24698.59

105.41
3728696
35374.94

CURRENT
YEAR

1076
978

612

1605
229

89

PREVIOUS
YEAR

12731311
61288602
4.81

3741.90
88899618
23757.91

146.83
9377042
63863.26

PREVIOUS
YEAR

1269
857

633

1139
225

96



10

11

12

13

ENDOSULFAN TECHNICAL

Electricity
Furnace Oil

ENDOSULFAN FORMULATION(HILDAN)

Electricity

Consumption per unit of production (Contd...)
DESCRIPTION

MONOCROTOPHOS TECHNICAL

Electricity
Furnace Qil

MONOCROTOPHOS FORMULATION

Electricity

BUTACHLOR TECHNICAL

Electricity
Furnace Oil

BUTACHLOR FORMULATION

Electricity

DICOFOL TECHNICAL

Electricity
Furnace Oil

DICOFOL FORMULATION

Electricity

MANCOZEB
Electricity
Furnace Qil

Fuel Oil (HSD)

KWH
LTR

KWH

UNIT

KWH
LTR

KWH

KWH
LTR

KWH

KWH
LTR

KWH

KWH
LTR
LTR

1184
409

25

CURRENT
YEAR

1380
296

33

675
760

32

9358
1242

25

1710
61
198

1191
391

25

PREVIOUS
YEAR

1340
367

38

539
1081

33

4081
788

25

1332
22
176



FORM B

Form for Disclosure of particulars with respect to technology absorption

Research and development (R&D)

1.

Specific areas in which
R&D is being carried out
by the Company.

a)

Replace wet analysis by instrumentation
methods for analysis of pesticides and their
formulations.

b)

Development of safe, economical and
environment friendly recipes for the existing
pesticide  formulations, to improve cost
efficiency by using locally available indigenous
raw-materials and inerts.

Improvement in the existing processes to
enhance efficiency, use of less toxic and eco-
friendly raw-materials, and to minimize
environmental pollution.

d)

Assist manufacturing units in plant trails for
commercial scale implementation of
technologies developed by in-house R&D at
laboratory and pilot plant levels.

Benefits derived as a
result of the above R&D

Tackled process related problems at Units.

Replaced higher cost inputs with suitable low
cost alternatives.

Future Plan of Action

To develop recipe for Deltamethrin 2.5%WP
from indigenously available eco-friendly raw-
materials and scale up the same to 5 kg. level.
Conduct the shelf-life studies of the product and
to make plant trials at 500 kg. level to be able to
make commercial production.

b)

Conducted studies on various wettable powder
formulations such as DDT 75% WP, Alfa
Cypermethrin 5% WP and Deltamethrin 2.5%
WP by incorporating various cost effective
defoamers/antifoamers and surfactants.




To continue the study for the search of new
solvents, fillers, emulsifiers and other raw
materials used in various agro formulations,
which are eco-friendly and cost effective in order
to make our products competitive in the market.

d)

To tackle periodical process related problems in
our different units, for quality maintenance and
to give technical assistance for commercial level
scale up activities of various products as and
when needed.

Expenditure on R&D:

a) Capital

Rs. Nil

b) Recurring

Rs. 1,27,25,674/-

C) Total

Rs. 1,27,25,674/-




FORM C
FOREIGN EXCHANGE EARNING & OUTGO:

Activities relating to exports, initiatives taken to increase exports, development of
new export market for products & services and export plans.

During the year, the Company exported 553.250 MT of Endosulfan Technical,
41.375 MT of DDT 75% WP, 10 MT of Malathion Technical, 150.800 KL of
Hildan and 1.800 MT DDT Technical (Research Purposes).

Total foreign exchange earnings & outgo:

(Rs./Crore)

Foreign Exchange Earnings 11.69
Foreign Exchange Outgo 16.92



COMMENTS OF THE COMPTROLLER AND AUDITOR GENERAL OF INDIA UNDER
SECTION 619(4) OF THE COMPANIES ACT, 1956 ON THE ACCOUNTS OF HINDUSTAN
INSECTICIDES LIMITED, NEW DELHI FOR THE YEAR ENDED 31 MARCH 2010

The preparation of financial statements of Hindustan Insecticides Limited, New Delhi for the year
ended 31 March 2010 in accordance with the financial reporting framework prescribed under the
Companies Act, 1956 is the responsibility of the Management of the Company. The Statutory
Auditors appointed by the Comptroller and Auditor General of India under Section 619(2) of the
Companies Act, 1956 are responsible for expressing opinion on these financial statements under
Section 227 of the Companies Act, 1956 based on independent audit in accordance with the
auditing and assurance standards prescribed by their professional body, the Institute of Chartered
Accountants of India. This is stated to have been done by them vide their Audit Report dated 16
August 2010.

I, on behalf of the Comptroller and Auditor General of India, have conducted a
supplementary audit under section 619(3) (b) of the Companies Act, 1956 of the financial
statements of Hindustan Insecticides Limited, New Delhi for the year ended 31 March 2010. This
supplementary audit has been carried out independently without access to the working papers of
the Statutory Auditors and is limited primarily to the inquiries of the Statutory Auditors and
Company personnel and a selective examination of some of the accounts records. Based on my
supplementary audit, | would like to highlight following significant matters under section 619(4) of
the Companies Act, 1956 which have come to my attention and which in my view are necessary

for enabling a better understanding of the financial statements and the related Audit Report.

Comments Management’s Replies

A. Comments on Profitability:

1) Profit and Loss account:

Income:

Net Sales (Schedule - 14): Rs. 228.84
crore:
The final sale prices of DDT for the year

Above does not include Rs. 6.27 crore being the
difference arising out of final prices fixed by the
Government of India in June 2010 and prices
adopted by the Company for sale of DDT during
2008-09 which is in contravention to the provisions
of Accounting Standard 4 prescribed under section
211 (3) (C) of the Companies Act, 1956.

This has resulted in understatement of ‘Sales’ and

2008-09 were not received till 31.3.2010 as
disclosed in Notes of Accounts. As per
existing Accounting Policy of the company
which is being followed consistently for
many years, the impact of the price
difference arising out of the final sales price
fixed by Govt. of India was not taken in the
accounts for the year 2009-10 as the
advice of final price was received only in




‘Profit’ each by Rs. 6.27 crore.

June 2010. However, noted for future
compliance.

2) Profit and Loss account:
Other Income (Schedule - 15):
Misc. Income: Rs. 2.14 crore.

Above includes an unspent amount of Rs. 56.80
lakh out of the amount received from United
Nations Industrial Development Organisation for
development of a National Implementation Plan in
India on Persistent Organic Pollutants which
should have been accounted for as current
liabilities.

This has resulted in understatement of ‘Other
Liabilities’ and overstatement of ‘Income’ as well as
‘Profit’ by Rs. 56.80 lakh.

Noted.

for and on behalf of the Board of Directors

(Naina A. Kumar) (V. Sekar) (K. Harikumar)
Principal Director of Commercial Audit & Director (Finance) (Chairman & Managing Director)

ex-officio Member Audit Board-II
New Delhi

Place: New Delhi
Date: 24.09.2010




AUDITORS’ REPORT

To,

The Members of Hindustan Insecticides Limited

1. We have audited the attached Balance Sheet of HINDUSTAN INSECTICIDES

LIMITED having its Registered Office at Second Floor, Core 6, Scope Complex
7, Lodhi Road, New Delhi — 110003 as at 31* March, 2010 and also the Profit and
Loss Account for the year ended on that date annexed thereto; and the Cash Flow
Statement for the year ended on that date, in which are incorporated:

A. Accounts of Head Office as well as Bathinda Plant, Regional Sales
Office, Delhi and Research and Development Complex audited by us in
accordance with the letters of appointment of Comptroller and Auditor
General of India, Government of India.

B. Accounts of Rasayani Plant, Alwaye Plant, Regional Sales Offices at
Kolkata, Ahmedabad, Akola, Hyderabad and Coimbatore audited by other
Auditors, whose reports have been considered by us.

These financial statements are the responsibility of the Company’s management.
Our responsibility is to express our opinion on these financial statements based on
our audit.

. We have 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 amount and disclosures in the Financial Statements. An audit also
includes assessing the accounting principles used and significant estimates made
by the management, as well as evaluating the overall financial statement
presentation. We believe that our audit provides a reasonable basis for our
opinion.

. As required by the Companies (Auditors’ 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, we enclose in the Annexure a statement on the
matters specified in paragraphs 4 and 5 of the said Order (to the extent applicable
to the Company.)

4. We further report as under:

A. In regard to revenue:
I. Note No. 7 read with Accounting Policy No. 13 in Schedule 23
with regard to the accounting practice followed, for
recognizing/accounting for sales and corresponding debtors at



B.

C.

D.

rates/prices for the time being adopted; and consequently
affecting the excise duty, sales-tax or VAT thereon. Upon
recognizing the price differentials at the time of final
determination thereof, the consequential excise-duty, sales tax
or VAT are also considered; and such differentials in price,
excise-duty, sales-tax or VAT have not been accounted for up
to the year-end in respect of products sold, pending
determination of price, duty or tax; and, consequently the
effect thereof on the accounts for the year is not ascertained.

. The Company earned interest of Rs. 2.18 Lakhs on advance

payment to a service provider for turnkey solution of ERP that
was netted with the related capital cost incurred, resulting into
understatement of income and capital work in progress.

In regard to Liabilities and Provisions:

Against the balance of the Government Grant to the extent of
Rs. 88 Lakhs for implementation of Enterprises Resource
Planning (ERP) project, the company expended Rs. 107.75
Lakhs during the year against which liability to the extent of
Rs. 69.62 Lakhs after adjusting the interest charged for Rs.
2.18 Lakhs as stated in preceding paragraph, has not been
provided for against the capital work done on the project
during the year. Consequently, the effect of transactions, after
adjusting with the Government Grant, resulted into
understatement of Current Liabilities by Rs. 17.69 Lakhs.

. The Company has not made the provision for current tax

under section 115JB of Income Tax Act, 1961 to the extent of
Rs. 81 Lakhs. Consequently, Net Profit after tax is overstated
and Provisions are under stated by the said amount.

In regard to Fixed Assets:

Capital work in progress includes Rs. 69,783 in relation to
construction of Effluent Treatment Plant at Company’s R&D
Unit that has been put to use since long. In the absence of
adequate evidence and information the eventuality of its
capitalization or otherwise could not be ascertained.

Capital Work in Progress on account of ERP project has been
understated by Rs. 19.87 Lakhs on account of income netted
with capital cost and liabilities not provided for as referred to
in para ‘a.ii’ and ‘b.i’ supra.

Plant and Machinery include assets having WDV of Rs. 10.95
Lakhs that have been removed from the production line and
on which depreciation is not being charged, in one of the units.
Pending investigations regarding their serviceability, the
conseqguential effect is not ascertainable.

In regard to Current Assets



Sundry Debtors

l.i. Sundry debtors include Rs. 1361.87 Lakhs outstanding
for more than 3 years out of which in certain branches
and units, Rs. 93.76 Lakhs have been identified to be
doubtful of recovery by the respective branch auditors
and thus requires provision. Consequently Sundry
Debtors and net profit are overstated by the said
amount.

Lii. For the rest, the total provision made by the company
is Rs. 44.34 Lakhs. In absence of details produced for
verification, adequacy of the provision towards bad
and doubtful debts could not be assessed.

. Sundry Debtors includes Rs. 53.73 Lakhs as purported

reimbursement of excise duty on one of the product supplied
during 2004-05 under NVBDCP, which is not recoverable
under the facts and circumstances presented to us and should
have been written off during the year. Consequently, Net Profit
for the year and Sundry Debtors are overstated by the said
amount.

Loans and Advances

I11.i. Loans and Advances include Rs. 365.41 Lakhs
outstanding for more than 3 years out of which in
certain branches and units, Rs. 58.12 Lakhs have
been identified to be doubtful of recovery by the
respective branch auditors and thus requires
provision. Consequently Loans and Advances and
net profit for the year are overstated by the said
amount.

I1Lii. For the rest, the total provision made by the
company is Rs. 134.20 Lakhs. In the absence of
details produced for verification, adequacy of the
provision towards bad and doubtful advances could
not be assessed.

Inventories include Stores and Spares worth Rs. 260.40 Lakhs
and Packing Material worth Rs. 12.71 Lakhs which have not
moved for over three years. No provision has been made as the
same is considered usable and serviceable by the Company. In
the absence of relevant information and details the necessity of
and the quantum of provision could not be assessed.

CENVAT Credit Account, Service Tax Receivable Accounts
are not reconciled with the accounts books in certain units. The
effect of the outcome of reconciliation, if any, on the net profit
of the company and state of affairs of the company as on the
date of financial statement is not ascertainable.



VI. Loans and Advances include Claim of refund from Sales Tax
Department is Rs. 20.30 Lakhs. In the absence of details, the
assessment of recoverability of claim is not ascertainable.

E. In regard to presentation

I. Sales made to NVBDCP for one of the products in the previous
years were recorded in the current year. Consequently, the
figures of net sales have been overstated by Rs. 133.92 Lakhs
and Prior Period Adjustments (net) by the corresponding
amount.

Il. Prior Period Adjustment includes Rs. 89.30 Lakhs clubbed
with ‘Others’, on account of income tax paid for the previous
year as warranted to be disclosed separately under Schedule
VI, Part 11, para 3 and clause (vi).

1. Capital commitments net of advances and not provided for, on
account of Implementation of Enterprises Resource Planning
(ERP) project to the extent of Rs. 257.29 Lakhs, has not been
disclosed under Contingent Liabilities.

IV. The Company has not separately disclosed in Cash Flows from
Operating Activities, the cash flow of taxes on income as
warranted by Accounting Standard — 3 (Cash Flow Statement).

V. Non disclosure of revenue as well as assets and liabilities as per
business segments as warranted by Accounting Standard — 17
(Segment Reporting) despite Company dealing in products
(Agro Products and DDT) having different risk — return
profiles. Note No. 19 therefore is inconsistent.

VI. Non disclosure of basic and diluted earnings per share as
warranted by Accounting Standard — 20 (Earning Per Share).

VIIl. Non disclosure of movement of Provisions as warranted by
Accounting Standard — 29 (Provisions, Contingent Liabilities
and Contingent Assets).

F. In absence of adequate information, we are unable to comment on the
possible impact of items, 4.A.l, 4.C.1, 4.C.11I, 4.D.Lii, 4.D.1lLii, 4.D.1V,
4.D.V and 4.D.VI on the profit for the year as per Profit and Loss Account
or the state of affairs as per the Balance Sheet as at 31% March 2010.

G. We further report that without considering the items mentioned in
paragraph 4.F supra, the effect of which could not be determined, had the
observation made by us in paragraph 4 above, been considered, the Profit
for the year would have been Rs. 50.92 Lakhs (as against reported figure
of Rs. 388.27 Lakhs), Profit Before Tax for the year Rs. 196.93 Lakhs (as
against reported figure of Rs. 311.06 Lakhs) after providing for Income
Tax Rs. 170.30 Lakhs (current year Rs. 81 Lakhs and Past year Rs. 89.30
Lakhs) Net Profit for the year stands at Rs. 22.02 Lakhs (as against
reported figure of Rs. 306.45 Lakhs). Prior Period adjustment (Net) would
have been Rs. 146.01 Lakhs credit (as against reported figure of Rs. 77.21
Lakhs debit), Net Sales Rs. 22749.96 Lakhs (as against reported figure of



Rs. 22883.88 Lakhs), Other Income Rs. 228.26 (as against reported figure
of Rs. 226.08 Lakhs).

Capital Work in progress would have been Rs. 113.69 lakhs (as against
reported figure of Rs. 93.82 Lakhs), Sundry Debtors Rs. 12372.69 lakhs
(as against reported figure of Rs. 12520.18 Lakhs), Loans and Advances
would have been Rs. 2666.24 Lakhs (as against reported figure of Rs.
2724.36 Lakhs), Current Liabilities Rs. 12888.52 Lakhs (as against
reported figure of Rs. 12789.83 Lakhs) and Profit & Loss Account Rs.
1033.17 Lakhs (as against reported figure of Rs. 748.74 Lakhs).

5. Further to our comments in the Annexure referred to in paragraph 3 above , we

report that:

1. We have obtained all the information and explanation, which to the best of
our knowledge and belief were necessary for the purpose of our Audit.

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

3. Balance Sheet and Profit and Loss Account dealt with by this report are in
agreement with the books of accounts maintained at the Head Quarters at
New Delhi and at respective Branches and Units.

4. In our opinion, the Balance Sheet and Profit and Loss Account dealt with by

this report comply with the Accounting standards referred to in sub-section
(3C) of section 211 of the Companies Act, 1956 except AS — 3 Cash Flow
Statement (Para 4.E.1V above), AS — 17 Segment Reporting (Para 4.E.V
above), AS — 20 Earning Per Share (Para 4.E.VI above) and AS — 29
Provisions, Contingent Liabilities and Contingent Assets (Para 4.E.VII
above).
In our opinion and to the best of our information and according to the
explanations given to us, the said Balance Sheet and Profit and Loss Account
read together with the Accounting Policies and Notes on Accounts and
subject to our comments described in Paragraph 4 above, the accounts give
the information required by the Companies Act, 1956, in the manner so
required and give a true and fair view in conformity with the Accounting
Principles generally accepted in India:-
) in the case of Balance Sheet, of the state of affairs of the Company
as at 31" March, 2010 and
i) in the case of Profit and Loss Accounts of the profit of the
Company for the year ended on that date; and
iii) in the case of Cash Flow Statement, of the cash flows for the year
ended on that date.
For AVA & Associates
Chartered Accountants
FRN 004017N

Avineesh Matta
Partner
M. No. 083054

Dated: 16™ August 2010
Place: New Delhi



Annexure referred to in paragraph 3 of the Auditors’ Report to the Members of
Hindustan Insecticides Limited on the accounts for the year ended 31% March 2010

(i)

(i)

(iii)

(iv)

(@) The Company has maintained proper records showing full particulars
including quantitative details and situation of fixed assets.

(b) All the assets have been physically verified by the management on annual
basis except those at R&D Division. No material discrepancies were noticed on
such verification.

(c) On the basis of information and records given to us, during the year the
Company has not disposed off any substantial part of the fixed assets.

(@) As explained to us the Raw Material, Packing Material and Finished Goods
except work in process, stores and spares in certain units have been physically
verified on reasonable basis by the management.

(b) The procedures of physical verification of inventories followed by the
management are reasonable and adequate in relation to the size of the Company
and the nature of its business. However Stores and Spares have not been
physically verified during the year in certain units.

(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. However in
certain units shortage / excess noticed and long pending, even though
material, are not so far adjusted in the accounts.

(a) The Company has not granted any loan - secured or unsecured during the year,
to companies, Firms or other parties covered in the register maintained under
section 301 of the Companies Act, 1956 except the Company had granted loan of
Rs.2,863.98 Lakhs (including interest) upto 31.03.2003 as per Govt. of India
directions, to Southern Pesticides Corporation Ltd., which has been declared as a
sick company and for which notice of winding up has been issued by BIFR. Full
amount has been provided as ‘Doubtful” till 31* March 2009 but in current year
this amount has been written off as loss assets.

(b) 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.

Internal Control procedure is adequate commensurate with the size of the
company and the nature of its business, for the purchase of inventory and fixed
assets and for the sale of goods. However in respect of Accounts Receivables,
Loans and Advances, security deposits and Accounts Payable, internal



(v)

(vi)

(vii)

(viii)

(ix)

(x)

control in relation to constant monitoring, reconciliation and confirmations is
considered weak.

(a) Based on the audit procedures applied by us and according to the information
and explanations provided by the management, the company did not enter into
any contracts or arrangements referred to in section 301 of Companies Act, 1956.

(b) Accordingly, this para is not applicable.

In our opinion and according to the information and explanations given to us, the
Company has not accepted any deposits from the public during the year and hence
the direction issued by the Reserve Bank of India and the provisions of Section
58A, 58AA or any other relevant provisions of the Companies Act, 1956 and the
rules framed there under are not applicable.

In our opinion, the Company has an internal audit system which is commensurate
with the size and nature of its business. However our review in the internal
audit procedure brings forth the immediate and imminent need for
strengthening the system; and the management’s attention as to
responsiveness to the findings in such internal audit reports of various units
IS warranted.

The Company has maintained cost records as prescribed by the Central
Government under Section 209(1)(d) of the Companies Act, 1956 for the products
manufactured by it.

(@) According to the records of the Company and the information and
explanations given to us, the Company is generally regular in depositing with
appropriate authorities undisputed statutory dues including provident fund,
employees’ state insurance, income-tax, sales-tax, wealth-tax, service-tax,
customs duty, excise duty, cess and other statutory dues applicable to it with
appropriate authorities. No undisputed amounts payable in respect of provident
fund, employees’ state insurance, income tax, wealth tax, sales tax, service tax,
customs duty, excise duty and cess were outstanding, as at 31st March, 2010 for a
period of more than six months from the date they become payable.

(b) According to the information and explanations given to us and records of the
Company examined by us, there are no dues of sales tax, income tax, customs
duty, wealth tax, service tax, excise duty and cess which have not been deposited
on account of a dispute except Rs.6,09,376 as Kerela Govt. Sales Tax with the
Deputy Commissioner (Appeals) and Rs. 2,80,807 as Central Sales Tax with the
Assistant Commissioner(Asst.) in respect of Udyogmandal Unit.

The accumulated losses of the Company are not more than 50% of its net worth as
on 31st March, 2010. The Company has not incurred cash losses during the



(xi)

(xii)

(xiii)
(xiv)

(xv)

(xvi)

(xvii)

(xviii)
(xix)
(xx)
(xxi)

financial year covered by our audit and in the financial year immediately
preceding such financial year.

Based on our audit procedures and on the basis of information and explanations
given by the management, we are of the opinion that the Company has not
defaulted in repayment of dues to the financial institutions and banks. There are
no debentures in the Company.

In our opinion and according to the information and explanation given to us, the
company has not granted any loans and advances on the basis of security by way
of pledge of shares, debentures and other securities.

The company is not a Chit Fund/Nidhi/ Mutual Fund/Society to which the
provisions of special statute relating to chit fund are applicable.

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

As explained to us by the management of the Company, the Company has given
guarantees to the extent of Rs. 3659.77 Lakhs as counter guarantees backed by
Government of India’s support in case of those being invoked, for loans taken by
the employees of the Company and for subsidiary company “Southern Pesticides
Corporation Ltd” in liquidation.

The Company has taken Rs. 2493 Lakhs fresh term loan from Government of
India during the year. According to the information and explanations given to us
and records of the Company examined by us the term loans were applied, to the
extent utilized, for the purpose for which the loans were obtained. The
management has represented that the balance shall also be utilized in accordance
with the laid down conditions.

According to the information and explanations given to us we report that during
the year short term funds have not been used for long term investment and vice
versa.

The Company has not made any preferential allotment of shares during the year.
The Company has not issued any debentures during the year.

The Company has not raised money by way of public issue during the year.

A fraud of cheque for Rs. 1.47 Lakhs having been stolen and cleared by the bank
against the operating instructions of joint signatures. The management is of the
view that there exists strong possibility to recover the said amount from the bank.

For AVA & Associates
Chartered Accountants
FRN 004017N

Avineesh Matta
Partner
M. No. 083054

Dated: 16™ August 2010

Place:

New Delhi



COMMENTS OF THE STATUTORY AUDITORS AND REPLIES OF THE

MANAGEMENT ON THE ACCOUNTS OF THE HINDUSTAN INSECTICIDES

LIMITED FOR THE YEAR ENDED 31°" MARCH 2010

COMMENTS

MANAGEMENT REPLIES

The effect of excise duty, sales tax or
VAT not ascertained on price
differential of provisional and adopted
price (refer to para A (1) of the report).

The effect of excise duty, sales tax or
VAT are accounted for in the year in
which final price are fixed as per
Accounting Policy No. 13 (d).

With reference to ERP Interest of
Rs..2.18 lakhs earned on advance
payment not shown separately, Non
provision of liabilities of Rs.17.69 lakhs
against pending bills, understatement of
Capital Work in Progress by Rs.19.87
lakhs and non disclosure of Contingent
Liabilities (refer to para A (11), B (I), C
(1) & E(11) of the report).

Noted.

Non capitalization of CWIP of Rs.0.70
lakhs of at R&D Centre (refer to para
C (I) of the report).

Suitable action will be taken in current
year.

Provision have not been
made/considered in respect of Sundry
Debtors, Loans &  Advances,

Inventories (refer to para No. D(l, I,
IV, V & VI of the report).

Necessary disclosures/  clarifications
regarding points raised by Auditors have
been given suitably in Notes on
Accounts. For the Sundry Debtors and
Loans & Advances wherever company is
doubtful about its recovery, necessary
provisions have already been made in the
Accounts.

Provision/Write off has not been made
on account of Excise Duty for the sales
made in the year 2004-05 (refer para
No. D (1) of the report).

The matter is pending for a decision at
Ministry level. Adjustment in the Books
will be made after the same.

Non provision for current Income tax
under section 115JB (refer to para B (1)
of the report).

Due to availability of accumulated
losses/ unabsorbed depreciation the
income tax liability u/s 115JB is Nil.




Sales of Rs.133.92 lakhs made to
NVBDCP during previous year has
recorded in current year (refer to para
E (1) of the report).

The decision was taken by Ministry in
the year 2009-10 and accordingly sale
has been recorded in the year 2009-10.

Regarding presentation of Income Tax
paid in prior period and non-disclosure
with reference to Accounting Standards
— 3,17, 20 & 29 (refer to para E (I,
IV, V, VI & VII) of the report).

Noted.

for and on behalf of the Board of Directors

(V. Sekar) (K. Harikumar)
Director (Finance)  (Chairman & Managing Director)




