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Directors’ Report

To the Members,

KIRL OSK AR OIL ENGINES LIMITED
Annual Report 2008-2009

The Directors have the privilege of presenting this Report with audited annual accounts of the Company for the year ending

31 March 2009.

Financial Performance:

(Rupees in 000's)

2008-2009 2007-2008
Total Income 22,081,071 22,279,569
Total Expenditure 20,340,998 20,405,493
Profit before exceptional items & taxation 1,740,073 1,874,076
Profit/ (Loss) on sale of investments - -
Profit/ (Loss) on sale of undertaking 65,365 -
Profit before taxation 1,805,438 1,874,076
Provision for tax (including Deferred Tax) 646,508 684,560
Net Profit 1,158,930 1,189,516
Surplus (After other adjustments) 2,638,470 2,683,886

Appropriations:
Your Directors propose to appropriate the available surplus as follows:
(Rupeesin 000's)

Proposed Dividend 194,173
Interim Dividend -
Corporate Tax on dividend 33,000
Transfer to Contingency Reserve -
Transfer to General Reserve 750,000
Balance carried to Balance Sheet 1,661,297
Dividend:

The Directors recommend a dividend of 50% (Re. 1 per share) for the year. (Previous year dividend was 100%).

Management Discussion and Analysis:

The operations of your Company comprise of Engines and Auto Components. This business segmentation forms the basis
for review of operational performance.

Industry Overview:

During the financial year 2008-09, the Indian economy experienced significant slowdown, in the sectors serviced by your
Company.

The economic downturn was largely driven by the collapse of global financial markets in the banking, financial and insurance
sectors. The collapse was driven by the crisis in American sub-prime mortgage market. The markets failed to muster investor
confidence and as such money supply into the market quickly dried up.

Unlike previous downturns, this time, the speed with which Indian economy experienced the downturn has been
unprecedented. This necessitated the Government to intervene and announce three Fiscal Stimulus Packages totaling to
Rs. 110,000 crore, in quick succession.




During the year under review, India's GDP growth slipped to 6.5% in line with a decelerating global economy. The sharp
decline was primarily the result of weak performance by all sectors but affecting the Company more critically in industrial and
service sectors.

The Indian industry has not been immune to the global financial turmoil, though its impact compared to developed
economies seems soft.

Drop in demand from all sectors, massive credit crunch and stock correction led to lower demand of construction equipments
and generating sets in the third and fourth quarter of the year under review.

Growth in the service sector is expected to increase and is likely to lead the recovery of Indian economy.

The Government of India has now identified infrastructure as a priority sector and raised its expenditure budget to sustain the
momentum of the GDP growth rate resulting in increased opportunities in the infrastructure equipment market for our
company.

India's power generation market is growing faster than those in most other countries, due to which a robust demand for
gensets may be expected in future.

Company Performance:

During the year under review your Company achieved sales of Rs. 2,109.97 crores. (Previous year Rs. 2,156.44 crores)
resulting in decrease in sales by 2.2% over the previous year.

The profit before tax is at Rs. 180.54 crores (previous year Rs. 187.40 crores) after providing for depreciation of Rs. 80.40
crores (previous year Rs. 43.85 crores).

Analysis for both segments — Engines and Auto Components is presented below.
Segment-wise Operational Performance:
Engines Business:

To improve market response on the basis of clearly defined roles, responsibilities and accountability of managers, the
operations of the Company were restructured into separate business units.

A) Engines for power generation application;

B) Engines for applications other than power generation.
This was done by combining and restructuring the erstwhile product based SBUs (Strategic Business Units). This has
allowed the management of the Company to focus on building functional skills in marketing, manufacturing and sourcing
within the required time span, in order to remain competitive.

Engines for applications other than power generation:

Your Company caters to the needs of end users which cut across all the sectors of the economy viz.; agriculture, industry and
services. Though the demand continued to exist, it largely remained unfulfilled, since markets did not have adequate
financial support to service the demand. Mutual funds, which are the primary source of funding for Non Banking Financial
Companies (NBFCs), came under severe redemption pressure due to collapse of the stock markets. Finance for new
equipments slowed down due to credit crunch in the market. Due to the slowdown, the rental rates for the equipments were
also affected and dropped more than 30% below the rates for the financial year 2007 - 08. Thus the entire supply chain got
blocked with inventories.

Worldwide increase in the metal and fuel prices severely affected product prices across all sectors in the first half of the year
under review. Further there was a lag between the recovery of price rise from customers and price rise given to the suppliers,
affecting corporate performance.

During the year under review, the otherwise buoyant sectors such as infrastructure, construction and earth moving
experienced negative growth varying from 25% to 45%. The Agriculture sector too was affected due to non-availability of
banking finance and inadequacy of Government subsidies for most part of the year.

Despite these developments, the Company held its share of the Indian Agriculture as well as Construction [Industrial]
segments, during the financial year 2008-09.
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In higher horsepower engine segment, the Company experienced the highest ever manufacturing operations with plant
capacity fully booked . Detailed engineering and quality assurance plans have now been prepared for supplying gensets to
Nuclear Power Corporation of India in the financial year 2009 - 10.

Engines for power generation application:

Growth of the Power Generation business during the first half of the year under review was approximately 30% over the
corresponding period of last year. However due to adverse market conditions in the second half; overall sales for the year
were restricted to 11% growth over the previous year.

Initiatives are being taken on a continuous basis to enhance the brand “Kirloskar Green” in the genset market by improving
customer satisfaction, through introduction of new products, upgrading existing products and features, improved quality and
delivery, and implementation of CRM and Helpdesk.

Engineering initiatives are taken in line with your Company's commitment towards a better environment by introducing
gensets running on alternate fuels like biogas and bio diesel.

Spares and Services:

Implementation of various initiatives for upgrading the after sales service capability has not only helped in improving the
engine sales but also increased the sales of spares parts. The total spare parts sales grew by 9 % over the last financial year.

New Engines and Genset Plant:

The Company's new facility at Kagal, in Maharashtra, is world-class with state-of-the-art machine tools for key components,
engine assembly and testing facility. It is one of the most modern diesel engine manufacturing plants in India, which began
its commercial production in arecord time of 19 months.

Since its inception, management has implemented various world-class systems and best practices such as TPS principles,
ISO 9001 and OHSAS have either been implemented or are in the process of implementation. Various initiatives have been
taken to imbibe the culture of excellence through continuous improvement and employee engagement.

During the year this new facility was made fully operational. HA series, R-1040 series, E-series, Varsha pumpsets and
Genset manufacturing upto 250 KVAhas commenced during the year under review.

Total capital expenditure incurred at this new plantis Rs. 479 crores till the end of the year under consideration.
Auto Components Business:

The financial year 2008-09 saw mixed fortunes for the Auto Industry. The demand for the first 6 to 7 months was robust.
However, the same started showing declining trend from November 2008.

Automobile industry registered growth of 3% over the past year. This growth is on account of two wheelers and car
segments. The Car segment has grown by 6.75% against the previous year's growth of 12%. However, the auto component
business suffered due to negative growth of 22% in the commercial vehicle segment against the previous year's growth of
10%.

The prices of raw materials like copper, lead, tin and steel in the early part of the year under review. This put pressure on the
cost structure of the products manufactured by the Company, as the Company was not in a position to recover the effects of
inflation to the full extent from the market.

To offset the rising costs, the Company has undertaken various measures like Value Engineering, reduction in working
capital at various stages and controlling other expenses.

The Company has however, utilized the period for development of new bearings for vehicles manufactured by some of its
major customers.

During the year under review, the Company sold its Valves Business to Eaton Industrial Systems Pvt. Ltd. being a part of
Eaton Corporation, USA, for a consideration of Rs.88.8 crores. The deal was concluded on 31 July 2008.




Research and Engineering:

Your Company strives to fill the product gaps by developing new products, which meet the emission norms required for
domestic and export markets.

During the financial year 2008 — 09, the Company has successfully put in three different engine families in the field for testing.
Allthese engines will be ready for volume production in the current fiscal.

Varsha, the small agriculture engine pumpset has been received very well in the market and is expected to contribute
significantly to the volume of engines produced in the current year.

R-810 series Industrial engine, has successfully passed customer trials in the field and the volume production is expected to
ramp up when economy turns around.

The DV series —engine family is being put into production in the current year.

The emission upgrade of industrial engines to meet India 2011 programme is on track and is expected to be ready well ahead
ofthe time.

Alternative Fuels:

During the year under review, the Company has undertaken testing programs for biodiesel and biogas as alternative fuels for
engines manufactured by the Company. You would be happy to know that the testing programs have been very successful
and encouraging. Your Company has already converted most of its gensets used in the plants of the Company, to work on
100% biodiesel. Experiments on biogas technology and on 100% biogas run gensets have also been successful for the
Company's low horsepower engines. In the current fiscal, the Company intends to further support and strengthen these
capabilities.

As natural gas is expected to be available easily over the next two years, the Company is gearing up to adapt its entire
product range to run on natural gas (CNG) and biogas. Your Board of Directors is committed to adopting “green
technologies” and as such the Company will continue investing in such technologies.

Industrial Relations:

Your Company has continued to maintain and improve healthy and harmonious industrial relations. As a sequel to the
process of institutionalization of IR and the Company's values, these values were imparted to each team member and the
audit of the same will be carried outin the current financial year.

The Union has fully co-operated in the process of the transfer of the Valve Business to Eaton Industrial Systems Pvt. Ltd. The
Union has also co-operated in observing 5 days week in the wake of the economic slowdown.

Development of employees is an important concern for your Company. They are encouraged to participate in programs like
Out Bound Training, Team Building and YOGA classes, etc.

Medical check-up for employees and their spouses were organized. Lectures on Health and Fitness were conducted on the
common ailments and diseases.

Your Company is seriously committed to improve the environment, health and safety standards for which, the Company is in
the process of obtaining OHSAS-18001, certification, for all its plant locations.

Environment and Energy Conservation:

The Khadki plant which is certified for ISO-14001 (EMS- Environmental Management System) has undertaken following
Environment projects:

? Bio-methanenation plantto convert canteen waste to generate methane gas, used for cooking,
? Avermi-composting plant,

? Solar water heating system at canteen for hot water requirement.
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Your Company is committed to achieve optimum use of energy in operations, processes and products through energy
efficientand renewable energy technologies.

Human Resources:

Matching skilled people with appropriate job profiles in key positions and specifying their roles and responsibilities was
initiated across the company with the formation of new business units for Engines for power generation application and
Engines for applications other than power generation creating a corporate function for Sourcing, and merging Corporate
Research with Application Engineering.

Ninety-six (96) managers opted for the Voluntary Retirement Scheme, which was offered by the Management when
positions became redundant because of business restructuring and process reengineering during the year under review.

The Performance Management System for managers was reframed and implemented for senior levels during the year. A
batch of seventeen senior managers completed their Leadership Development Programme at Welingkar Institute, Mumbai.
Gallup Survey on Employee Engagement has been completed and the report is taken up for future action on enhancing
Employee Engagementin the Company.

The Company has executed a memorandum of understanding with Kolhapur Institute of Technology's College of
Engineering, at Kolhapur; as a part of Industry-Educational Institute interaction.

The total number of employees of the company as on 31st March 2009 is 3201 (Previous year 3842 nos.).
Corporate Social Responsibility:

The Company has kept up its tradition of being a friend of the community in which it operates, by organizing useful activities
through out the year. Major activities include:

? Your Company has given sponsorship amounting Rs. 5 lakhs to '‘Akanksha' a NGO educating 75 children from slum
area.
? Communication drive and sponsorship of programs in support of a greener environment, including annual pollution

control checks.
? Computer literacy for 50 under privileged community children at its Khadki premises.
? Blood donation camps across its locations at Khadki, Kagal, Ahmednagar, Nashik and Rajkot.
Every year, the Company conducts a survey of the community voices around its plants at Khadki, Ahmednagar and Nashik,
to understand how they perceive the Company's role in demonstrating corporate citizenship. The survey conducted in the
year 2008 indicates that 97% of people surveyed hold a good image of the Company at an overall level, out of which 33%
gaveitthe top rating.
Cost Control:
During the year under review, cost control and cost reduction was the main focus area. This has helped us in absorbing the
effects of external environmental pressures. Value Engineering / Value Analysis was the major initiative. Effective control on
price movement across the supply chain starting from suppliers to customer has helped us to manage the unprecedented

inflation on material costin the first half of the year under review.

Implementation of environment management system has further contributed towards considerable drop in consumption of
power, consumption of chemicals, raw material resources and wooden boxes required for packing.

The business restructuring and process reengineering exercise enabled the Company to optimize of employee numbers
andreduce costs.

Implementation of budgetary control systems at the department level helped the Company to control related costs.




Exports:

Global economic meltdown resulted in a slowdown in the overseas markets, which led to lower growth in the exports market.
Thisresulted in a decline in the exports business by 11% in financial year 2008-09 to Rs. 144 crores.

Concerns and Threats:

As things stand, itis difficult to forecast with any certainty how long the recession would continue or what would be its impact.
In the current fiscal, your Company forecasts that the downturn would continue to affect the domestic as well as overseas
demand for its products in several market segments. Your Company will be watchful and ready to respond when the market
starts picking up. Your Company also envisages that Equipment Manufacturers as well as Rental Operators from around
South-east Asia and other parts of the world will aggressively penetrate the Indian Market. This will affect the domestic
demand in select equipment categories.

The present economic slowdown has made investment in CAPEX including captive power generation using furnace oil as
fuel, unviable. This has resulted in a slump in demand for large capacity gensets, running on Heavy Fuel, and also for
emergency start-up gensets, coming mainly from refineries, large IPPs, smelters and other large sized industries.

Further globalization of the Indian economy in the year under review has made the Company more vulnerable to external
shocks than ever before.

The global GDP growth is expected to fall to 3.7% and 2.2% in 2008 and 2009 respectively, from 5% in 2007, according to the
IMF. The global financial crisis is expected to significantly slowdown the Indian economy. India's GDP growth is expected to
moderate to 6.5% and 5.5% in the year under review and next fiscal respectively as compared to the average 9.3% for last
three years, according to CRISIL.

Poor Grid Power quality and non-availability of power will drive the demand for gensets. Power deficit is expected to reduce
to 4% by the financial year 2009-10 from 12.5% during the year under review. Decreasing demand supply gap would
negatively impact the growth rate of genset sales.

Shrinking market due to the recession and increase in competition is expected to make the genset market more competitive.

The Company expects an increase in competition; especially in lower kVA rating due to the entry of cheaper new domestic
options and Chinese manufactures in power generation segment.

As the demand for the dollar kept appreciating, the rupee began depreciating. During the year under review, the rupee
depreciated by 27% which made servicing of existing overseas debt costlier for Indian corporate. It also made repayment of
the principal amounts costlier.

The numbers of players in the market for Auto Components, in the semi-organized / unorganized sectors have become more
aggressive and pose potential threat on account of the price proposition. In the recent past there has been entry of world
renowned brands in the field of Auto Component.

Prospects for Current Year:

The silver lining is that domestic inflation will continue its downward trend and is expected to bottom out during the second
quarter of the financial year 2009-10. The Company expects the inflation to rise thereafter and will continue to be watchful of
economic trends.

The Company has undertaken several measures to prune down product costs and enhance competitiveness. Company is
also readying several new products for commercial launch during the financial year 2009-10. Many of these products will
help the Company to enter new market segments.

With the formation of a new Union Government during first quarter of the financial year 2009-10, the Company anticipates
financial closure of major Infrastructure and Road Building Projects. By then the markets are likely to experience the positive
impact of the fiscal stimulus packages announced, so far.

The stimulus packages announced in the period from September 2008 to March 2009 are expected to aid growth in the next
fiscal. In addition, the rate cuts issued by the RBI with a view to ease inflation are also likely to provide some respite in the
current fiscal as compared to the year under review.
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Major Government investment plans in sectors such as power and infrastructure will help in achieving financial closures and
timely execution of projects in the current fiscal.

The series of rate cuts announced by the RBI will help in easing the liquidity position and facilitate the availability of credit in
the future for the most of the sectors. Despite the ongoing global meltdown and slowdown in GDP growth in India, the
demand for telecom services will remain robust.

Infrastructure building, construction, IT and ITES and service sectors are expected to gain momentum. These sectors should
provide growth opportunity for the Power Generation Business of the company.

Cautionary Statement:

Statements in this Report, particularly those which relate to Management Discussion and Analysis, describing the
Company's objectives, projections, estimates and expectations may constitute “forward looking statements” within the
meaning of applicable laws and regulations. Actual results might differ materially from those either expressed or implied.

Internal Controls Systems and their adequacy:

Renowned auditing firms continue to conduct the Internal Audits of all the business units of the Company. The internal audit
program is designed to ensure extensive review of the business operations of the Company and is not restricted only to a
review of finance and accounting functions. The internal auditors also check, validate and report on the internal controls in
place in the areas covered during the audit.

SEBI Regulations & Listing Fees:

Since SEBI has stipulated electronic filing of Annual Report, Corporate Governance Report, Financial Results, Share
Holding Pattern etc. on website www.sebiedifar.nic.in, statements of your Company can be accessed at this website.

The annual listing fees for the year under review have been paid to Bombay Stock Exchange Limited, Mumbai and National
Stock Exchange of India Limited, Mumbai where your Company's shares are listed.

Scheme of Arrangement:

The Board of Directors of the Company in its meeting held on 21 January 2009 had given its consent to examine the merits of
reorganizing the various businesses and investments of the Company, including by way of restructuring and / or demerger of
the Company into two companies. The Board, in the same meeting, constituted a committee of Independent Directors, by the
name of “Business Reorganization Committee” to examine and recommend, along with the Company’s advisors, on the
preferred mode of reorganization of the various businesses of the Company for the final approval of the Board. The members
of the Committee are:

Mr. P.G. Pawar — Chairman
Mr. U.V. Rao

Mr. R. Srinivasan

Mr. A. N. Alawani

The Committee in its meeting held on 18 March 2009, recommended to the Board of Directors the demerger of the
businesses of the Company as the preferred mode of reorganization of the various businesses of the Company. The Board,
in its meeting held on 28 March 2009, considered the recommendation of the Committee and approved the reorganization of
the Company by way of demerger of the Company. The Scheme of arrangement envisages the demerger of the Company's
Engines and Auto Components business on a going concern basis into a new Company.

The Company has, has received No — Objection Certificates to the Scheme of Arrangement for Demerger from the National
Stock Exchange of India Limited on 20 April 2009 and from the Bombay Stock Exchange Limited on 21 April 2009. An
application for directions, as required under the Companies Act, 1956 and other applicable rules and regulations has been
filed with the Hon’ble High Court of Judicature at Bombay on 22 April 2009.

Subsidiary Company:
The Company has promoted and incorporated a wholly owned subsidiary, namely, Kirloskar Engines India Limited (KEIL) on

12 January 2009. The said company will be used for the purpose of taking over the Engines and Auto Component business of
your Company, on a going concern basis pursuant to the proposed Scheme of Arrangement.
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The first financial year of the subsidiary company will be ending on 31 March 2010. As such the Balance Sheet as at 31
March 2009 and other documents have not been prepared by KEIL for the year ended 31 March 2009. In view of this, the
accounts, etc. of KEIL are not required to be attached to this Annual Report and so also the accounts of KEIL have not been
considered for the purposes of consolidation.

Directors:

Mr. Vikram Kirloskar, Mr. Sanjay C. Kirloskar, Mr. U.V. Rao and Dr. Naushad Forbes retire by rotation at the ensuing Annual
General Meeting and being eligible, offer themselves for re-appointment.

Pursuant to Section 260 of the Companies Act, 1956, read with Article 160 of the Articles of Association of the Company, the
Board of Directors, in its meeting held on 21 January 2009, co-opted Mr. A.N. Alawani as an Additional Director on the Board
of the Company. He holds office of Director upto date of ensuing the Annual General Meeting of the Company. He is eligible
for appointment.

The brief resumes and other details relating to the Directors who are proposed to be appointed/re-appointed, as required to
be disclosed under Clause 49 of the Listing Agreement, form part of the Report on Corporate Governance.

Pursuant to Section 260 of the Companies Act, 1956, read with Article 160 of the Articles of Association of the Company, the
Board of Directors, inits meeting held on 24 April 2009, co-opted Mr. M. Lakshminarayan and Mr. Nihal Kulkarni as Additional
Directors on the Board of the Company. They hold office of Director upto date of ensuing the Annual General Meeting of the
Company. They are eligible for appointment. The brief resumes and other details relating to these Directors form part of the
Explanatory Statement to the Notice of the Annual General Meeting.

Directors' Responsibility Statement:

Pursuantto Section 217(2AA) of the Companies Act, 1956 the Board of Directors state:

? That in the preparation of the annual accounts, the applicable accounting standards have been followed along with
the proper explanation relating to material departures;

? That the Directors have selected such accounting policies and applied them consistently and 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 that period;

? That 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; and

? That the Directors have prepared the annual accounts on a going concern basis.

Corporate Governance:

Areport of the Corporate Governance, along with the certificate of compliance from the Auditors, forms part of this report.

Auditors:

You are requested to appoint Auditors for the current year. The retiring auditors M/s Dalal & Shah, Chartered Accountants,
are eligible for re-appointment.

Statutory Disclosures:

The information relating to conservation of energy, technology absorption and foreign exchange earnings and outgo as
required under section 217(1)(e) of the Companies Act, 1956 read with the rules there under is given in Annexure A forming
part of this report.

As required under section 217 (2A) of the Companies Act, 1956, read with the Companies (Particulars of Employees) Rules,
1975, a statement giving the required information relating to the employees covered there under is given in Annexure B
forming part of this report.
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ANNEXURE ATO THE DIRECTORS' REPORT
A CONSERVATION OF ENERGY

Inthe year under review, following energy conservation measures were implemented.
1. Installation of digital energy meters & e-LAN software for centralized accounting & monitoring of electrical energy.
2. Installation of Control Air System for demand side management of compressed air utility.
3. Replacement of the age old Motor-Generator set by energy efficient IGBT static converter on AEG induction machine

at R-Shop.

4. Installation of Variable Frequency Drive (VFD) for optimum utilization of 1000 CFM screw compressor & cranes.

5.  Installation of wind driven turbo ventilators and polycarbonate transparent sheets at Heat Treatment, SL-90 Testing &
A-Shop forimproving the daylight and energy conservation.

6. Installation of waste heat recovery unit & scrubber at Heat Treatment Shop. This waste heat is used for water heating
applications.

7. Installation of solar water heating system & solar photovoltaic streetlights.
The measurable energy savings achieved from such projects is about 1.9 Million KWh.
Following energy conservation projects are planned:

Replacement of high rating age-old inefficient motors by energy efficient motors at compressor house.
Diesel consumption monitoring system at Khadki & Kagal Plant.

Centralized energy monitoring system at Kagal Plant.

Waste Heat recovery from Aluminium melting furnaces.

Solar cooking system for Khadki Plant.

Installation of polycarbonate transparent sheets forimproving the day light and energy saving.
Trans-vector air nozzles to air blow guns on machining lines to reduce air consumption.

Replacement of Pneumatic tools with electric operated, wherever possible.

Energy audit & Electrical safety audit of the all manufacturing facilities.

©CoNoG AN E

B TECHNOLOGICAL ABSORPTION
(A) Research and Development (R & D)
i)  Specific areas in which R&D carried out in the company :

?  Development, certification and deployment of three new models of CPCB and CMVR Stage Il
complaint power generation and industrial engines during the year.

?  Development of higher horse power engines for fire fighting pump sets.
?  Twonew models in high horse power engine bracket developed.

ii)  Benefits derived as aresult of above R&D:
?  Acceptance of all existing series engines for current emission norms for next one to two years.
?  Newmarket coverage in high horse power fire fighting pump set applications.
?  Extend present power generation range.

iii)  Future plans for action:

?  Value engineering of existing product families.
?  Develop products for next level of emission norms ( Bharat Stage 11l CPCB Stage Il), for industrial and
power generation application engines.
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B)

iv) Expenditure on R&D (2008-2009):

Rs.in000's
A Revenue Expenditure 168,991
B Capital Expenditure 20,520
C Total 189,511
D Total R & D expenditure as a percentage of Total Turnover 0.89%

Technology absorption, adaptation and innovation:
i)  Efforts in brief, made towards technology absorption, adaptation and innovation

As part of agreement with Dresser Waukesha, significant part of technology transfer for 200 mm bore engine has
been done. Absorption of the same is under the process. Components development for Proto engine has been
initiated.

i) Benefits derived as a result of above efforts, product improvement, cost reduction, product
development, import substitution etc.

Experiments with Internal EJR arrangement has been proven on R&D test beds. This will provide cost effective
solution for achieving Bharat Stage 11l norms.

To improve acceptance in cellular market, Value engineering of two cylinder air cooled engine was carried out the
model introduced in market.

iii) Technology imported during last 5years

Technology import for design verification was useful in improvement of design capabilities and is being used in
value engineering projects.

FOREIGN EXCHANGE EARNINGS AND OUTGO

(@) Activities relating to Export Initiative taken to increase exports; development of new export markets, for
products and services and export plans:

Your Company has decided to aggressively target the overseas market for Engine Business group. To this effect
your company has effectively started mapping key geographical locations by deputing managers in locations
like Dubai and South Africa for generating demand with aggressive marketing.

Your company continued concerted efforts in developing genset business in telecom segment in Africa, Middle
East and South East Asia. Breakthrough in Telecom segment in Saudi Arabia, Kuwait and Indonesia paved way
for a continued growth in Institutional business. Your company also focused on distribution business in select
countries in the Middle East and Africa. After sales support network developed in South East Asia & strategically
important African nations by your company also resulted inincreased customer confidence.

(b) Total Foreign Exchange used and earned:

(Rs. In 000’s)
Used 20,32,343
Earned 14,83,093
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ANNEXURE B TO THE DIRECTORS' REPORT

Information as required under Section 217 (2A) of the Companies Act, 1956, read with the Companies (Particulars of Employees) Rules,
1975 and forming part of the Directors' Report for the year ended 31 March 2009:

Generation

Sr. Name of the Age Qualifications Experience Designation/ Date of Remuneration Particulars of last
No. employee (Years) (Years) Nature of Duties Joining Rs. employment held
Organisation,
Designation and
Experience
(Years)
1. Mr. Kumar M. Kanetkar* 50 B.Com., ACA 27 Chief 25-08-2007 89,70,872  Kennametal
Commercial India Limited as
Officer Managing Director
(5 years)
2. Mr. N. Luthra 60 BE Mechanical, 35 Corporate 28-07-1984 45,84,753  Kirloskar
PGDBA Vice President Cummins Limited
as Manager -
Data Base
(2 years)
3. Mr. Sanjay D. Parande 54 M. Com., FCA 30 Chief Financial 12-03-2001 41,78,699  Mercedez Benz
Officer and (India) Limited, as
Executive Vice General Manager
President and Head of
Finance and
Accounting
(3 years)
4. Mr. Laxmikant A. Joshi 57 M.Sc. 33 Executive Vice 15-10-1999 37,32,652  Kirloskar Power
(Electronics) President Supply Company
-Special Projects Limited as Sales
Engineer
(9 Months)
5. Mr. R.A.R. Prakash Rao 50 ME 24 Senior Vice 01-03-2007 34,97,667  Tata Cummins
President Limited, Jharkhand
- Kagal Plant as Senior General
Manager-
Manufacturing
Engineering
(12 years)
6. Mr. Vivek G. Vibhute 51 MBA 29 Senior Vice 14-03-1982 34,49,527  Pudumjee Pulp
(Marketing and President and Paper Mills
Personnel) - Personnel, Limited as Asst.
Industrial Relations Personnel Officer
and Utilities (1.5 years)
7. Mr. Anoop Kumar 51 B.Sc. MSW (PM) 26 Senior Vice 01-03-2007 34,05,907 Sanyo BPL,
President Bangalore as
- Human Vice President HR
Resources (1 year)
8. Mr. N. A. Joshi 53  BE (Mechanical) 30 Senior Vice 09-09-1978 34,06,608 -
President
- Power
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Sr. Name of the employee Age Qualifications Experience Designation/ Date of Remuneration Particulars of last
No (Years) (Years) Nature of Duties Joining Rs. employment held
Organisation,
Designation and
Experience (Years)
9. Mr. Satish S. Phadke 57 BE (Mechanical), 34 Vice President 08-08-2005 31,67,871  Cummins India Ltd.
BA (Economics) - Marketing and (CIL) & Cummins
Application Diesel Sales &
Engineering Services (1) Limited
(CDS&S) as Senior|
Vice President-
Industrial Business
(4 years)
10. Cdr. Adharsh Seth (Retd.)* 48  B. Sc. 29 Senior Pilot 22-05-2005 31,19,409 Indian Navy,
Air Line Transport Commander
Pilot License (20 years)
holder
11. Mr. S.R. Sambhoos 53 DME, PDPE & 29 VP - Sourcing  02-05-2007 30,61,109  Cummins India
MDBA Limited as Sr.GM
and Head of
Strategic Sourcing
(27 Years)
12. Dr. M.N. Kumar 44  M.Sc. (Engg.), 20 Vice President 13-10-2005 30,25,605 GE Transportation
Phd. - Corporate Systems,
Research and Bangalore as
Engineering Group Manager
(Cooling
Compressed Air
and Ventilation)
(5 years)
13. Mr. Vijaydipak M. Varma* 57  BE (Mechanical) 36 Senior Vice 02-10-1974 30,18,181 -
President
- Corporate
Communications
and BPR
14. Mr. M.K. Nagabhushan 49  BE (Mechanical) 25 Vice President 15-06-2007 28,13,566  TATA Quality
- Business Management
Excellence Services as a
General Manager
(5 Years)
15. Mr. T. Parthasarathy 45  BE (Mechanical ), 23 Vice President 20-10-2004 25,29,821 L & T John Deere
CFA - Corp. Quality Limited as DGM -
Quality & Vendor
Development
(5 Years)
16. Mr. M.R. Chandrachud 56 BE(Mech.), 32 Vice President 01-09-1976 24,77,585 -
MBA - LEBG
17. Mr. Rajendra B. 56  Pre-Professional 36 Senior Pilot 24-01-2001 20,83,047  Taneja Aerospace

Patwardhan*

Engineer (UoP)

& Aviation Limited
as Air Charter Pilot
(3 years)
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Sr. Name of the employee Age Qualifications Experience Designation/ Date of Remuneration Particulars of last
No (Years) (Years) Nature of Duties Joining Rs. employment held
Organisation,
Designation and
Experience (Years)
18. Mr. Bandopadhay 50 B.A,MMS 28 Sr. Pilot 01-11-07  15,68,048 Indian Air Force
V. V. * - Helicopter Unit (27 Years)
19. Mr. Ramchandra Rao* 53 BE (Mechanical) 31 Senior Vice 17-07-1978 14,71,877 -
President
- Exports
20. Capt. Prasad V. 34  Commercial Pilot 12 Pilot 11-12-2002 13,90,875  Webmaster,
Thergaonkar* License www.takeofindia.com
(2 years)
21. Mr. Subhash R. 61 ME 39 Vice President 22-02-1992 10,93,545  Kirloskar Cummins
Deshmukh * - Information Limited as Manager
Technology Systems (18 years)
22. Mr. P. M. Desai* 59 DME 38 Associate Vice 18-2-1974  9,04,448 Kirloskar Cummins
President Limited as Junior
- Utilities Engineer ( 3 Years)
23. Mr. Sidhartha Acharya* 49 PGPM 27 Sr. GM - HR 25-05-07 8,63,514 L&TasSr.
Manager (25 Years)
24. Mr. Ravi Murthy* 54  B.Sc. (Engg.) 32 VP & SEBG 21-5-1986  6,58,479 Greaves Cotton as
Head Area Sales
Manager (10 years)
25. Mr. P. V. Kale* 47  BE (Mech.), 23 Sr. GM 19-10-06 2,45,663 GEI Hamon
MPT, PGDBM -Marketing Industries Limited
as VP -
Commercial
(1 Year)
Notes:
1. *Indicates employed for a part of year.

o

Designation of the employee indicates the nature of his/her duties.

Gross emoluments include salary, dearness allowance, other allowances, incentive, bonus, Leave travel assistance, medical expenses
reimbursement, value of perquisites as per Income tax Act, 1961 and the rules made thereunder, and Company's contribution to
Provident Fund and Superannuation Scheme. It does not include terminal benefits like leave encashment, gratuity and ex-gratia

payments.

All appointments are non contractual.

Other terms and conditions are as per rules of the Company.

None of the employees is a relative of any Director of the Company.
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Report on Corporate Governance

(Pursuant to Clause 49 of the Listing Agreement)

Company's philosophy on Code of Corporate Governance

The Company's philosophy of Corporate Governance aims at establishing and practicing a system of good corporate
governance which will assist the management in managing the Company's business in an efficient and transparent
manner towards fulfilling the corporate objectives and to meet the obligations and best sub serve the interests of the
stakeholders, namely:

n

Shareholders: as providers of risk capital, to provide them a reasonable return and enhance shareholder
value,

Customers: to provide adequate customer service focusing the activities on customer expectations and
meeting them,

Environment: to adhere to the environment standards to make the product and process environment friendly
and gradually move towards the three "R's"- reduce, reuse and recycle,

Employees: to promote development and well-being,

Society: to maintain the Company's economic viability as producer of goods and services,

Other stakeholders: fulfilling the obligations towards other stakeholders namely government, suppliers,
lenders etc.

As on 31 March 2009, the strength of the Board was thirteen directors, comprising of four Executive Directors,
including Chairman, and nine Non-Executive Directors. Seven out of fourteen Directors were Independent
Directors, which duly complies with the requirement of Clause 49 of the Listing Agreement.

During the financial year under review, six Board meetings were held on 23 April 2008, 17 July 2008, 22
October 2008, 21 January 2009, 19 March 2009 and 28 March 2009.

Board of Directors

a. Composition of the Board
b. Number of Board Meetings
C.

Director's attendance record and directorships held

The information on composition and category of the Board of Directors as on 31 March 2009, attendance of
each director at Board meetings held during the financial year 2008-09 and the Annual General Meeting held
on 17 July 2008, directorships and Committee positions in other public companies of which the director is a
Member/ Chairman and the shareholding of Non-Executive Directors is as follows:

Sr. | Name of Director No. of Number of Number of Committee Attendance at
No. shares Director- positions held in other meetings
held by ships held public limited companies  ***
Non- in other
Executive | public limited Chairman Member Board AGM
Directors companies

Executive Directors
1 Mr. Atul C. Kirloskar* - 4 3 Nil 6 Present
2 Mr. Gautam Kulkarni* - 3 Nil 1 6 Present
3 Mr. Rahul C. Kirloskar* - 6 1 1 6 Present
4 Mr. R. R. Deshpande - 3 Nil Nil 6 Present

Non-Executive Directors
5 Mr. Sanjay C. Kirloskar* 5530 7 1 2 6 Present
6 Mr. Vikram S. Kirloskar* 92653 3 Nil 1 2 Absent

Independent and

Non-Executive Directors
7 Mr. U. V. Rao Nil 5 1 3 5 Present
8 Mr. P. G. Pawar 7140 9 1 1 2 Present
9 Mr. V.K. Bajhal Nil Nil Nil Nil 1 Absent
10 | Mr. R. Srinivasan 5000 9 4 4 5 Present
11 | Mr. H. M. Kothari 46660 6 Nil Nil 1 Absent
12 | Dr. Naushad Forbes 6000 2 Nil Nil 3 Absent
13 | Mr. A.N. Alawani** 45710 5 Nil 4 2 NA
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* Deemed as Promoters within the meaning of SEBI (Substantial Acquisition of Shares & Takeovers) Regulations,

1997.

**  Appointed as a Director with effect from on 21 January 2009.
***  |ncludes Audit and Investors’ Grievance Committee of the Public Limited Company.

Mr. Atul C. Kirloskar, Mr. Sanjay C. Kirloskar and Mr. Rahul C. Kirloskar, being brothers, are related to each other.
None of the other Directors is related to any other Director of the Company within the meaning of Section 6 of the
CompaniesAct, 1956.

d. Information supplied to the Board

Among others, this includes:

review of Annual operating plans of business, capital budgets, updates;

quarterly results of the Company and its operating divisions or business segments;

materially important show cause, demand, prosecution and penalty notices;

fatal or serious accidents, dangerous occurrences, any material effluent or pollution problems;

any material relevant default in financial obligations to and by the Company, or substantial non-payment for
goods sold by the Company;

any issue, which involves possible public or product liability claims of substantial nature;
details of any joint venture or collaboration agreement;

significant labour problems and their proposed solutions;

significant developmentin human resources and industrial relation fronts;

non-compliance of any regulatory, statutory provision or listing requirements as well as shareholders service
such as non-payment of dividend and delay in share transfer.

M. Audit Committee

a.

Composition

The Audit Committee comprises of four Non-Executive Directors, majority of who are Independent. The
Company Secretary acts as the Secretary of the Committee. The Executive Directors and the Chief Financial
Officer attend the Audit Committee meetings. The representatives of the Internal Auditors, Statutory Auditors,
CostAuditor and Operation Heads are invited to the meetings.

During the financial year under review, five meetings of the committee were held on 23 April 2008, 18 June
2008, 17 July 2008, 22 October 2008 and 21 January 2009. The composition of the Committee and
attendance at its meetings is given below:

Sr. No. Name of the Member Director Number of
meetings attended
1 Mr. U. V. Rao (Chairman) - Independent 5
2 Mr. P. G. Pawar - Independent 5
3 Mr. Sanjay C. Kirloskar 5
4 Mr. R. Srinivasan - Independent 5
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Terms of Reference

The terms of reference of the Audit Committee include the matters specified under Clause 49 Il of the Listing
Agreement entered into with the stock exchanges as well as those in Section 292A of the Companies Act, 1956 and
inter-aliaincludes the following:

n Oversee the Company's financial reporting process and disclosures of financial information to ensure that the
financial statement s sufficient and credible.

n Recommending to the Board, the appointment, re-appointment and, if required, the replacement or removal of
the statutory auditor and the fixation of audit fees.

n Approval of payment to statutory auditors for any other services rendered by the statutory auditors.

n Reviewing the adequacy of internal audit function, if any, 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.

n Discussion with internal auditors of any significant findings and follow up there on.
n Reviewing the annual financial statements before submission to the Board, with particular reference to:

a) Matters required to be included in the Director's Responsibility Statement to be included in the Board's
reportin terms of clause 2AA of section 217 of the Companies Act, 1956.

b) Changes, if any, in accounting policies and practices and reasons for the same.
C) Major accounting entries involving estimates based on the exercise of judgment by management.
d) Significant adjustments arising out of audit findings.
e) Compliance with listing and other legal requirements relating to financial statements.
f) Disclosure of any related party transactions.
9) Qualification in Draft Audit Report.
n Reviewing Auditor's report, internal controls and recommendations relating thereto.

n Reviewing, with the management, the quarterly financial statements before submission to the board for
approval.

n Reviewing, with the management, performance of statutory and internal auditors, adequacy of the internal
control systems.

n 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.

n Discussion with statutory auditors before the audit commences about nature and scope of audit as well as
post-audit discussion to ascertain any area of concern.

n To look into the reasons for substantial defaults in the payment to the depositors, debenture holders,
shareholders (in case of non payment of declared dividends) and creditors.

n To review the functioning of the Whistle Blower mechanism, in case the same exists.
n To mandatorily review the following information:
a) Management discussion and analysis of financial condition and results of operations;
b) Statement of significant related party transactions submitted by the management;
c) Management letters/ letters of internal control weaknesses issued by the statutory auditors;
d) Internal audit reports relating to internal control weaknesses; and

e) The appointment, removal and terms of remuneration of the Chief Internal Auditor shall be subject to
review by the Audit Committee.

n Carrying out any other function as is mentioned in the terms of reference of Audit Committee as amended from
time to time by the Listing Agreement and Companies Act, 1956.

Remuneration Committee

a. Composition

The Company has not set up a Remuneration Committee. The Board of Directors decides the remuneration of
the Executive Directors in accordance with the provisions of the Companies Act, 1956, subject to the approval
ofthe shareholders.
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Remuneration to Directors

The Company pays remuneration by way of salary, perquisites and allowances (fixed component) and
commission (variable component) to its Executive Directors. The Board also decides the commission payable
to the Executive Directors on determination of the profits for the Financial Year, within the ceilings prescribed
under sections 198 and 309 of the Companies Act, 1956. Agreements for a period of five years each have
been separately entered into with the Executive Directors. There is no notice period and no severance fees
prescribed inthe agreement.

A Board of Directors decides the remuneration to Non-Executive Directors by way of Commission, based on
their attendance and contribution at the meetings. The members at the Annual General Meeting of the
Company held on 22 July 2006, approved the payment of commission to the Non-Executive Directors, at the
rate of 1% of the net profits of the Company computed in the manner laid down in Sections 349 and 350 of the
CompaniesAct, 1956.

A sitting fee of Rs. 10,000 per meeting of the Board and any committee thereof, attended by the Non-
Executive Directors is payable to them.

C. Details of the remuneration paid to Directors during financial year 2008-09:
Amount in Rs.
Sr. | Name of Director Basic Allowances Perquisites Sitting | Commission Total
No. Salary Fees
Executive Directors
1 | Mr. Atul C. Kirloskar 5,911,865 201,860 12,874,002 - 7,500,000 | 26,487,727
2 | Mr. Gautam Kulkarni 5,684,485 201,452 7,749,551 - 7,500,000 | 21,135,488
3 | Mr. Rahul C. Kirloskar 5,684,485 203,411 5,020,706 - 7,500,000 18,408,602
4 | Mr. R. R. Deshpande 2,273,795 180,000 1,570,639 - 7,500,000 | 11,524,434
Non Executive Directors
5 | Mr. Sanjay C. Kirloskar - - - | 110,000 1,110,000 1,220,000
6 | Mr. Vikram S. Kirloskar - - - 30,000 180,000 210,000
7 | Mr. U.V.Rao - - - | 110,000 1,075,000 1,185,000
8 | Mr. P.G. Pawar - - - | 120,000 1,135,000 1,255,000
9 | Mr. V. K. Bajhal - - - 10,000 60,000 70,000
10 | Mr. R. Srinivasan - - - | 110,000 1,075,000 1,185,000
11 | Mr. H. M. Kothari - - - 10,000 60,000 70,000
12 | Dr. Naushad Forbes - - - 60,000 360,000 420,000
13 | Mr. A.N. Alawani* - - - 30,000 145,000 175,000
Total 19,554,630 786,723 27,214,898 | 590,000 35,200,000 | 82,091,251
Notes:
- *  Appointed as director with effect from 21 January 2009.
- Allowances include Leave Travel and Education Allowance.
- Perquisites include House rent paid, reimbursement of medical, gas and electricity expenses, contributions to
provident fund and superannuation fund, provision for gratuity and leave encashment, perquisite value as per
Income-tax Rules for furniture at residence and motorcar.
V. Share Transfer cum Shareholders' /Investors' Grievance Committee

The Share Transfer cum Shareholders' / Investors' Grievance Committee has been constituted to look into investors'
complaints like transfer of shares, non-receipt of Balance Sheet, non-receipt of declared dividends etc., and
redressal thereof. The Committee is headed by Mr. Sanjay Kirloskar (Non-Executive Director), as Chairman and
other members of the Committee are Mr. Gautam Kulkarni and Mr. R.R. Deshpande.

Ms. Aditi Chirmule, Company Secretary is the Compliance Officer.
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The Compliance Officer can be contacted at:

Kirloskar Oil Engines Limited

Laxmanrao Kirloskar Road,

Khadki, Pune - 411 003

Tel: 25810341, 25815341 (Ext. - 4859) Fax: 25813208,25810209

E-mail: aditi@koel.co.in

The total number of complaints received and replied to the satisfaction of the shareholders during the year ended 31 March
2009 were 32 and there were no complaints outstanding as on 31 March 2009.

The Company had no share transfer requests pending as on 31 March 2009.
VI. General Body Meetings

Previous General Meetings of the shareholders of the Company were held as under -

Financial Year | Date Type of Meeting Venue Time
2007-08 17 July 2008 Annual General Meeting Hotel Le Meridien, Pune | 11.00 a.m.
2006-07 12 September 2007 Extra Ordinary General Meeting Registered Office 9.00 a.m.
2006-07 19 July 2007 Annual General Meeting Hotel Le Meridien, Pune | 11.00 a.m.
2005-06 22 July 2006 Annual General Meeting Hotel Le Meridien, Pune | 11.00 a.m.

Inthe previous General Meetings, Special Resolutions were passed by the shareholders in respect of the following matters-
? Increase in the Authorised Capital of the Company.

? Paymentto director who is neither in whole-time employment of the company nor Managing Director, aremuneration
by way of commission at 1 % of Net Profit computed in the manner laid down in Sections 349 and 350 of the
CompaniesAct, 1956.

? Alteration of Article 126 of the Articles of Association of the Company by inserting a new Article 126.

No special resolutions passed at the above Annual General Meetings were required to be out through postal ballot.
However, on 10 June 2008, the shareholders passed an ordinary resolution by way of postal ballot, for hiving off the Valves
Division of the Company located at (1) MIDC, Nashik, and (2) MIDC, Ahmednagar (the Export Oriented Unit) to Eaton
Industrial Systems Private Limited.

Details of Voting Pattern are as follows:

Total Number of Valid Votes 11,92,57,002
Votes Cast in favour of the resolution  (99.98%) 11,92,39,348
Votes Cast against the resolution (0.02%) 17,654

Mr. Mahesh Athavale, Partner, Kanj and Associates, Practicing Company Secretaries, was appointed as the Scrutinizer for
conducting the postal ballot exercise.

The Company dispatched notices along with Postal Ballot forms to the shareholders before 8 May 2008 and the last date for
the receipt of the Postal Ballot Forms was fixed as 7 June 2008. The Ballot forms were received at the registered office of the
Company and envelopes were kept separately in the Postal Ballot Box properly secured. Appropriate entries were made in
the register maintained for this purpose. The Scrutinizer conducted the scrutiny of the ballots received and submitted his
report to Mr. Atul C. Kirloskar, Chairman and Managing Director of the Company, who announced the result on 10 June
2008.

No resolution is proposed to be passed at the forthcoming Annual General Meeting by way of postal ballot.
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Disclosures

During the financial year under review, there were no materially significant related party transactions made by the
Company with its Promoters, Directors, Management or Subsidiaries that may have potential conflict with the
interests of the Company at large. Transactions with the related parties are disclosed in Note No 22 of Schedule 23 to
the Accounts inthe Annual Report.

There have been no instances of non-compliances by the Company on any matters related to capital markets, during
the last three years. Neither penalties have been imposed nor any strictures imposed on the Company by the Stock
Exchanges, SEBI or any other statutory authority, on any matter related to capital markets.

The Company does not have a formal Whistle Blower policy. However, any employee, if he so desires, would not be
denied access to the Audit Committee.

The Company has complied with the mandatory requirements of Clause 49 of the Listing Agreement. The extent of
adoption of non-mandatory requirement is as follows —

Non-Mandatory Requirements:

VIII.

1. The Board

The Chairman of the Company is an Executive Director. He maintains his office at the Company's expense
andis also allowed reimbursement of expenses incurred in performance of his duties.

There is no limit on the tenure of the Independent Directors on the Board of the Company.

2. Shareholder Rights

Since the Company publishes its quarterly results in newspapers (English and Marathi) having wide
circulation, and since the results are also displayed on the website of the Company, SEBI and the Stock
Exchanges, the Company does not send any declaration of half yearly performance to the shareholders.

3. Audit qualifications
The Company is already in the regime of unqualified financial statements.

Particulars of Appointment /Re-appointment of Non —Executive /Executive Directors
Vikram S. Kirloskar

Mr. Vikram Shreekant Kirloskar graduated from Massachusetts Institute of Technology in the USA with a Bachelor of
Science in Mechanical Engineering and has been trained in various Companies in India and abroad in different
capacities. He is responsible for setting up successful Joint Venture Companies like Kirloskar Toyoda Textile
Machinery Private Limited, Toyota Kirloskar Motor Private Limited and Toyota Kirloskar Auto Parts Private Limited.

Mr. Vikram S. Kirloskar is a Director in the following other companies:

Kirloskar Brothers Limited Kirloskar Pneumatic Company Limited
Kirloskar Systems Limited ** Kirloskar Technologies Private Limited
Kirloskar Toyoda Textile Machinery Private Limited* Toyota Kirloskar Auto Parts Private Limited**
Toyota Kirloskar Motor Private Limited** VikramGeet Investments and Holdings Private Limited
Toyota Tsusho Insurance Broker India Private Limited Common Purpose India
* Audit Committee - Chairman
*x Audit Committee — Member

Mr. Vikram S. Kirloskar is not related to any other director on the Board of the Company as per provisions of Section 6
of the Companies Act, 1956.
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Sanjay C. Kirloskar

Mr. Sanjay C. Kirloskar did his graduation in Mechanical Engineering from lllinois Institute of Technology, Chicago,
U.S.A. He underwent practical training in a number of Kirloskar Group Companies. Mr. Sanjay Kirloskar is presently
the Chairman and Managing Director of Kirloskar Brothers Limited. Mr. Sanjay Kirloskar was actively involved in
visualizing and developing various Joint Venture Companies. He is associated with various chambers of commerce
in senior positions.

Mr. Sanjay C. Kirloskar is a Director in the following other companies:

Kirloskar Brothers Limited @ Kirloskar Ferrous Industries Limited
Kirloskar Pneumatic Company Limited Kirloskar Constructions & Engineers Limited
Kirloskar Ebara Pumps Limited Kirloskar Silk Industries Limited

Kirloskar Systems Limited Pooja Credits Private Limited

Prakar Investment Private Limited

@ Shareholders'/ Investors' Grievances Committee — Member

Mr. Sanjay C. Kirloskar, Mr. Atul C. Kirloskar and Mr. Rahul C. Kirloskar, Directors of the Company, being brothers, are
related to each other.

U.V.Rao

Mr. U.V. Rao, former Chief Executive Officer and Managing Director of Larsen and Toubro Limited, is a B.E. in
Electrical Engineering; Post Graduate from the Indian Institute of Science, Bangalore in Power Engineering; Post
Graduate from Bombay University in Industrial Management; has studied Advanced Management at the Harvard
Business School and at Stanford University USA.

He is the past President of Indian Electrical and Electronic Manufacturer's association, past Chairman CIl {WR}, past
Honorary Consul-General for Denmark for Western India, past Chairman Indo-Danish Business Committee; past
member Board of governors, [IM Ahmedabad, past Member of the Capital Goods Committee of Planning
Commission, Government of India, past member Development Council for Heavy Electrical Industries, and Earth
moving Machineries, Government of India etc.

He has had nearly 4 decades of experience in Larsen & Toubro Limited, during which time he held various positions in
marketing, manufacturing and management including that of running the company as its Chief Executive Officer and
Managing Director.

He is the recipient of several National and International Awards for excellence in his profession.

Mr. U.V. Rao holds directorship in the following other companies:

Ring Plus Aqua Limited The Raymond Limited**
Kirloskar Brothers Limited** TIL Limited *

Usha Martin Limited** Dickinson Fowler Private Limited
John Fowler (1) Private Limited

*  Audit Committee — Chairman
** Audit Committee — Member

Mr. U.V. Rao is not related to any of the Directors on the Board of the Company as per provisions of Section 6 of the
CompaniesAct, 1956.
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Dr. Naushad Forbes

Dr. Naushad Forbes holds Doctorate and Post Graduate degree in Industrial Engineering from Stanford University,
USA and also B.A.S. (Industrial Engineering and History) degree from Stanford University. He is director of Forbes
Marshall Group. He served as director of KPIT Infotech Limited and Tata Teleservices Limited and was also on
Advisory Board of IIT, Mumbai and Vishwakarma Institute of Technology. He was also associated with ClI at senior
levels. He also worked as Consulting Professor in School of Engineering, Stanford University, USA.

Dr. Naushad Forbes is a Director in following other companies:

Gammon India Limited GodrejIndustries Limited

Spirax Marshall Private Limited J.N. Marshall Private Limited

Forbes Marshall Private Limited Forbes Marshall Arca Private Limited
Forbes Polymetron Private Limited Krohne Marshall Private Limited
Sempell Valves Private Limited Rapideffect Private Limited

Forbes Marshall (Hyd) Private Limited Forbes Marshall Codel Private Limited

He is neither a Member nor a Chairman of any Committees in the other Public Limited Companies.

Dr. Naushad Forbes is not related to any of the Directors on the Board of the Company as per provisions of Section 6
of the Companies Act, 1956.

A. N. Alawani

Mr. A. N. Alawani is a Chartered Accountant by profession. He has work experience of over 30 years in Import, Export
and Labour matters besides his core area of Finance, Taxation, Financial Restructuring and Company Law. His
abilities in Corporate Tax Planning and Finance helped various organisations in which he was employed. He has
retired as Director (Finance) from Kirloskar Oil Engines Limited on 31 August 2005.

Mr. A.N. Alawani is a Director in following other companies:

Kothrud Power Equipment Limited Kirloskar Integrated Technologies Limited

(Formerly known as Kirloskar Kisan Equipment Limited)
Kirloskar Systems Limited** Kirloskar Ferrous Industries Limited @
Kirloskar Brothers Limited Denso Kirloskar Industries Private Limited

@ Share Transfer and Investors' Grievance Committee — Member
** Audit Committee — Member

Mr. A.N. Alawani is not related to any of the Directors on the Board of the Company as per provisions of Section 6 of
the CompaniesAct, 1956.

Means of Communication

a. The Quarterly and Half Yearly results are published in national and local dailies such as Economic Times
(English) and Sakal (Marathi) [March 2008, June 2008, September 2008, December 2008], having wide
circulation. Since the results of the Company are published in the newspapers, half yearly reports are not sent
individually to the shareholders.

b. The Company's results and official news releases are displayed on the Company's website namely
www.kirloskar.com.
C. The Company's results are also displayed on the SEBI website namely: www.sebiedifar.nic.in.

d. The Management Discussion and Analysis Report forms part of this Annual Report.
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General Shareholder Information

a) Annual General Meeting
Date and Time 18 July 2009, 11.00 a.m.
Venue Kirloskar Kisan Premises,
13A, Karve Road, Kothrud,
Pune -411 038
Financial Year 1 April2009 to 31 March 2009
During the year the results were announced as under:
Firstquarter :17 July 2008
Second quarter :18 October 2008
Third quarter : 21 January 2009
Annual : 24 April 2009
Date of Book Closure 8 July 2009 to 18 July 2009 (Both days inclusive)
Dividend payment date 28 July 2009
Listing on stock exchanges Sr. | Name ofthe Stock Exchange Stock Code
(Stock Code) No.
1. Bombay Stock Exchange Limited, Mumbai | 500243
2. National Stock Exchange of India Limited,| KIRLOSOIL|
Mumbai -EQ

Market Price Data

Monthly high/low during the year 2008-09 on the BSE and NSE:

Stock Bombay Stock National Stock
Exchange Exchange Limited Exchange of India Limited
Month High Low High Low
(Rs)) (Rs)) (Rs.) (Rs))
April 2008 122.95 103.10 122.80 100.00
May 2008 116.00 91.00 115.35 90.50
June 2008 101.00 82.30 104.95 82.00
July 2008 99.00 78.00 99.00 77.00
August 2008 101.50 83.00 101.60 83.00
September 2008 92.00 72.50 92.50 67.55
October 2008 78.00 45.95 78.60 41.20
November 2008 62.90 38.50 62.25 38.00
December 2008 48.95 38.00 48.30 39.00
January 2009 44.75 30.00 43.95 31.50
February 2009 43.90 34.00 43.50 33.00
March 2009 57.10 37.60 59.90 37.00




Performance of the Company's scrip on the BSE as compared to the BSE Sensex:

SENSEX v/s BSE KOEL

18000.00 T 120.00
16000.00 T
100.00
14000.00 T
12000.00 T 80.00
25 10000.00 T g
2 60.00 %
% 8000.00 T ®
6000.00 T 40.00
4000.00 T
20.00
2000.00 T
0.00 + + + + + + + + + + + +0.00
Apr-08 May-08 Jun-08 Jul-08 Aug-08 Sep-08 Oct-08 Nov-08 Dec-08 Jan-08 Feb-08 Mar-08
| --BSE Sensex ~@~ KOEL |
d) Distribution of Shareholding as on 31 March 2009
Range of Number of % to total Total face value % to total face
shares holders holders value
From To Physical | Demat| Physical Demat Physical Demat Physical Demat
1 500 11584 | 23788| 31.2053| 64.0805| 5286324 12674674 1.3612 3.2638
501 1000 266 601 0.7165 1.6190( 1898540| 4439194 0.4889 1.1431
1001 2000 113 345 0.3044 0.9294| 1658260| 5174942 0.4270 1.3326
2001 3000 47 103 0.1266 0.2775 1186820| 2561348 0.3056 0.6596
3001 4000 11 64 0.0296 0.1725 391040 2292220 0.1007 0.5903
4001 5000 7 25 0.0188 0.0674 307160 1109814 0.0791 0.2858
5001 | 10000 14 66 0.0377 0.1778 1052320| 4692932 0.2710 1.2084
10001 & above 8 80 0.0215 0.2156| 1046860 | 342572312 0.2696 88.2135
SUBTOTAL 12050 25072 32.4604 | 67.5396| 12827324 (375517436 3.3031 96.6969
TOTAL 37122 100.0000 388344760 100.0000
e) Shareholding Pattern as on 31 March 2009
Sr. No. | Category No. of shares %
1 Promoters 118042243 60.79
2 Resident Individuals 27045803 13.93
3 Private Corporate Bodies 10981009 5.66
4 Financial Institutions 19796922 10.20
5 Nationalised and other Banks 105675 0.05
6 Flls and NRIs 18200728 9.37
TOTAL 194172380 100.00
f) Pursuant to Regulation 3(1)(e)(i) of Securities and Exchange Board of India (Substantial Acquisition of Shares

and Takeovers) Regulations, 1997 comprises Better Value Holdings Private Limited, Kirloskar Brothers
Limited, Kirloskar Oil Engines Limited, Kirloskar Engines India Limited, Kirloskar Pneumatic Company
Limited, Kirloskar Ferrous Industries Limited, Pooja Credits Private Limited, Kirloskar Systems Limited, Asara
Sales & Investments Private Limited, Navsai Investments Private Limited, Prakar Investments Private
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9)

h)

k)

Limited, Alpak Investments Private Limited, Achyut & Neeta Holdings & Finance Private Limited, Sri
Harihareshwara Finance & Investments Private Limited, Cees Investments and Consultants Private Limited,
Kirloskar Integrated Technologies Limited (Formerly known as Kirloskar Kisan Equipments Limited), Kothrud
Power Equipment Limited, Kirloskar Silk Industries Limited, Kirloskar Proprietary Limited, G. G. Dandekar
Machine Works Limited, Mahila Udyog Limited, Kirloskar Corrocoat Private Limited, Kirloskar Constructions
and Engineers Limited, The Kolhapur Steel Limited, Koppal Mines & Minerals Private Limited, Gondwana
Engineers Limited, Kirloskar Chillers Private Limited, Hematic Motors Private Limited, Pressmatic Electro
Stampings Private Limited, Quadromatic Engineering Private Limited, Suman Kirloskar, Mrinalini Kirloskar,
Neeta A. Kulkarni, Atul C. Kirloskar, Arti Kirloskar, Gauri Kirloskar, Aditi Kirloskar, Sanjay C. Kirloskar, Pratima
Kirloskar, Alok Kirloskar, Rama Kirloskar, Rahul C. Kirloskar, Alpana Kirloskar, Alika Kirloskar, Aman Kirloskar,
Gautam A. Kulkarni, Jyotsna Kulkarni, Nihal Kulkarni, Shruti Kulkarni, Ambar Kulkarni, Komal Kulkarni,
Vikram S. Kirloskar, Geetanjali Kirloskar, Manasi Kirloskar, Roopa Gupta and Chandrashekhar H.
Naniwadekar.

Registrar and Transfer Agent
The entire work of the Company, relating to processing of transfer of shares has been given to an outside

agency i.e. Link Intime India Private Limited (Formerly known as Intime Spectrum Registry Limited) being a
SEBI Registered R & T Agent. The contact details are as follows —

Link Intime India Private Limited Block No. 202, 2nd Floor, Akshay Complex,
Off Dhole Patil Road, Pune - 411 001
Tel: (020) 26051629

Share Transfer System

a. The applications for transfer of shares lodged at the Company's Registrar and Transfer Agents in
physical form are processed within 30 days of receipt of the documents valid and complete in all
respects. After such processing, the Registrar and Share Transfer Agents will issue share certificate to
all other shareholders within 30 days of receipt of certificate for transfer. Shares under objection are
returned within a week's time. The transfer applications are approved periodically by the senior
management of the Company.

b. Pursuant to the Listing Agreement, a certificate on half yearly basis is issued by the Practicing
Company Secretary for compliance with share transfer formalities by the Company.
C. The information about procedures and forms, which are being asked for by the members frequently,

viz. Indemnity/Affidavit etc. for issue of duplicate certificates, transmission form, application for
obtaining sub-divided shares of Rs. 2/- each, exchange of share certificate of erstwhile Shivaji Works
Limited and Prashant Khosla Pneumatics Limited, change of address, ECS form, Nomination Form
etc. are uploaded on the company's website www.kirloskar.com under path “About
Kirloskar>Group Companies>Kirloskar _Oil Engines Limited>Investors>F AQ's”

Dematerialization of shares and liquidity

As on 31 March 2009, 18,77,58,718 equity shares being 96.70% of the total equity share capital of the
Company was held in dematerialized form with National Securities Depository Limited (NSDL) and Central
Depository Services (India) Limited (CDSL). The International Security Identification Number (ISIN) allotted
tothe Company's equity shares is INE250A01021.

Outstanding GDR/ADR/Warrants or any convertible instruments, conversion date and impact on
equity
Notissued.

Plant Locations

Sr. No. Location Products manufactured

1 Khadki, Pune Medium Engines, Auto Components

2 Phursungi, Pune Small Engines (upto 15 April 2009)

3 Nasik Valves (upto 31 July 2008) and Large Engines

4 Ahmednagar Valves (upto 31 July 2008), Bearings and Bimetal strips

5 Rajkot Small Engines

6 Kagal Engines, Pump sets, generating sets and components thereof
7 Silvassa K Series Engines and Generating Sets
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Address for correspondence

Shareholders' correspondence should be addressed to Link Intime India Private Limited, Registrar and Transfer Agent, at
the address mentioned above. Shareholders can also email their queries/grievances to the following email address:

invrel@koel.co.in and.investorrelations @kirloskar.com

Declaration under Clause 491 (D) (ii) by the Managing Director of affirmation by the Board of Directors and Senior
Management of Compliance with the Code of Conduct

The Shareholders,

I, Atul C. Kirloskar, Chairman & Managing Director of the Company, do hereby declare that all the Board Members & Senior
Management personnel have affirmed compliance with the Code of Conduct for the Board of Directors & Senior

Management of Kirloskar Oil Engines Limited made effective from April 1, 2005.

Atul C. Kirloskar
Chairman & Managing Director

Place: Pune
Date: 24" April 2009

REPORT OF THEAUDITORS
ON CORPORATE GOVERNANCE TO THE MEMBERS

We have reviewed the records concerning the company's compliance of the conditions of Corporate Governance as
stipulated in Clause 49 of the Listing Agreement entered into by the Company with the Stock Exchanges of India for the
financial year ended on 31 March 2009.

The compliances of conditions of corporate governance is the responsibility of the management. Our review was limited to
procedures and implementation thereof, adopted by the Company for ensuring the compliance of the conditions of the
corporate governance. Itis neither an audit nor an expression of an opinion on the financial statements of the company.

We have conducted our review on the basis of the relevant records and documents maintained by the Company and
furnished to us for examination and the information and explanations given to us by the Company.

Based on such a review, and to the best our information and according to the explanations given to us, in our opinion, the
Company has complied with the conditions of Corporate Governance as stipulated in Clause 49 of the Listing Agreement of
the Stock Exchanges of India.

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

For and on behalf of
Dalal & Shah
Chartered Accountants

Shishir Dalal
Partner
Membership No. 37310
Mumbai: 24 April 2009
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REPORT OF THEAUDITORS TO THE MEMBERS

We have audited the attached Balance Sheet of KIRLOSKAR OIL ENGINES LIMITED, as at 31st March, 2009 and also the
annexed Profit and Loss Account and the Cash Flow statement of the Company for the year ended on that date. These
financial statements are the responsibility of the Company's management. Our responsibility is to express an opinion on
these financial statements based on our Audit.

1. We conducted our audit in accordance with auditing standards generally accepted in India. These Standards require
that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatements. An Audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in 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.

2. As required by the Companies (Auditor's Report) Order, 2003 (CARO, 2003), issued by the Central Government of
Indiain terms of Section 227(4A) of the Companies Act,1956, we annex hereto a Statement on the matters specified
in paragraph 4 of the said Order;

3. Further to our comments in Annexure referred to in paragraph 2 above, we report that:

@)

(b)

(©

(d)

(€)

(®

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;

In our opinion, proper Books of Account as required by Law have been kept by the Company so far as appears
from our examination of the Books of the Company;

The Balance Sheet, Profit and Loss Account and Cash Flow Statement dealt with by the report are in
agreement with the Books of Account of the Company;

In our opinion, the Balance Sheet, Profit and Loss Account and Cash Flow Statement dealt with by this report
comply with the Accounting Standards referred to in Section 211 (3C) of the Companies Act, 1956, to the
extent applicable ;

On the basis of the written representations received from the Directors as on 31st March, 2009, and taken on
record by the Board of Directors, we report that none of the Directors is disqualified as on 31st March, 2009
from being appointed as a director in terms of clause (g) of sub-section (1) of section 274 of the Companies
Act, 1956;

In our opinion, and to the best of our information and according to the explanations given to us, the said
Financial Statements read together with relevant notes thereon, give the information required by the
Companies Act, 1956, in the manner so required and present a true and fair view in conformity with the
accounting principles generally accepted in India:
0] Inthe case of the Balance Sheet, of the state of the affairs of the Company as at 31st March, 2009;
(i) Inthe case of the Profitand Loss Account, of the Profit for the year ended on that date; and
(iii) Inthe case of the Cash Flow Statement, of the Cash Flows for the year ended on that date.

For and on behalf of

DALAL & SHAH
Chartered Accountants

SHISHIR DALAL
Partner

Mumbai: 24 April 2009 Membership No : 37310
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ANNEXURE TO THEAUDITOR'S REPORT

STATEMENT REFERRED TO IN PARAGRAPH 2 OF THE AUDITOR'S REPORT OF EVEN DATE TO THE MEMBERS OF
KIRLOSKAR OILENGINES LIMITED ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 31ST MARCH 2009.

On the basis of the records produced to us for our verification / perusal, such checks as we considered appropriate, and in
terms of information and explanations given to us on our enquiries, we state that: -

@

(i)

(iii)

(iv)

v)

(vi)

(vii)

(a) The company has maintained proper records showing full particulars including quantitative details and
situation of fixed assets;

(b) As explained to us, considering the nature of the Fixed Assets, the same have been physically verified by the
Management, at reasonable intervals, during the year as per verification schedule adopted by the Company,
whereby all the assets are verified, in a phased manner, once in block of three years. According to the
information and explanations given to us and the records produced to us for our verification, the discrepancies
noticed on physical verification were not material and the same have been properly dealt with in the Books of
Account;

(c) As per the information and explanation given to us on our enquiries the disposal of assets during the year were
not substantial so as to have an impact on the operations of the company, or affect its going concern;

@) The inventories have been physically verified by the management at reasonable intervals during the year and
at the close of the year except inventory lying with third parties which have been confirmed by them at the
close ofthe year,

(b) The procedures of physical verification of inventories followed by the management as explained to us are, in
our opinion, reasonable and adequate in relation to the size of the Company and the nature of its business,

(c) According to the inventory records produced to us for our verification, we are of the opinion that the Company
is maintaining proper records of its inventory. Further, discrepancies noticed on physical verification of
inventories, if any, referred to above, as compared to book records, though not material, have been properly
dealt with in the books of account;

(a) As per the information and explanation given to us and the records produced to us for our verification, the
Company has not granted loans, secured or unsecured, to companies, firms and other parties covered in the
register maintained under Section 301 of the Companies Act, 1956;

(b) As per the information and explanation given to us and the records produced to us for our verification, the
Company has not taken loans, secured or unsecured, from companies, firms or other parties covered in the
register maintained under Section 301 of the Companies Act, 1956;

In our opinion and according to the information and explanation given to us, there are adequate internal control
procedures commensurate with the size of the Company and the nature of its business with regard to the purchase of
inventory and fixed assets and also for the sale of goods and services. During the course of our audit, no major
weaknesses in internal control had come to our notice;

(@ Onthe basis of the audit procedures applied by us, and according to the information and explanations given to
us on our enquiries on this behalf and the records produced to us for our verification, the transactions required
to be entered into the register in pursuance of Section 301 of the Companies Act, 1956 have been so entered.

(b) The transactions so entered, aggregating in excess of Rs. 500,000/ in respect of each party during the year,
have been, in our opinion, as per the information and explanation given to us, made at prices, which are
reasonable, having regard to the prevailing market prices available with the Company for such transactions or
prices at which transactions for similar goods have been made with other parties at the relevant time;

In our opinion and according to the information and explanations given to us, the Company has complied with the
directives issued by the Reserve Bank of India and provisions of Section 58A of the Companies Act, 1956, other
relevant provisions of the said Act including the Companies (Acceptance of Deposits) Rules, 1975, where applicable
with regard to the deposits accepted by it from the public. Since the Company has not defaulted in repayments of
deposits, compliance of Section 58AA or obtaining any order from the Company Law Board, National Company Law
Tribunal or Reserve Bank of India or any other court or tribunal, does not arise;

Onthe basis of internal audit report broadly reviewed by us, we are of the opinion that, the Company has an adequate
internal audit system commensurate with the size and nature of its business;
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(viii)

(ix)

We have broadly reviewed the books of the account maintained by the Company pursuant to the rules made by the
Central Government for the maintenance of cost records under Section 209(1) (d) of the companies Act, 1956, in
respect of the Company's products to which the said rules are made applicable, and are of the opinion that prima-
facie the prescribed accounts and records have been made and maintained. We have however, not made a detailed
examination of the records with a view to determine whether they are accurate;

@) According to the records of the Company, the Company has been generally regular in depositing undisputed
statutory dues including Provident Fund, Investor Education and Protection Fund, Employees State
Insurance, Income tax, Sales tax, Wealth tax, Service tax, Customs Duty, Excise Duty, Cess and other
Statutory dues with the appropriate authorities;

(b) On the basis of our examination of the documents and records of the Company and the information and
explanations given to us upon our inquiries in this regard, disputed amounts payable in respect of Sales Tax,
Income-tax, Wealth-tax, Service tax, Customs Duty and Excise Duty / cess not deposited with the appropriate
authorities are as follows:

Sr.

LEVIES FORUMS BEFORE WHOM PENDING

UNDER
STATUTES

Commissioner
Appeals
Rs.

Tribunal

Rs.

High
Court
Rs.

Supreme
Court
Rs.

TOTAL

Rs.

gaa A W N B

Sales Tax
Income Tax
Excise
Customs

Octroi

4,383,128
35,883,786
17,004,374
25,059,331

4,873,122
788,702,592
11,925,005

19,235,425
4,200,660

38,004,063

1,320,878

29,812,553
828,787,038
28,929,379
25,059,331
38,004,063

)
()

(xii)

(xiii)

(xiv)

(xv)

MUMBAI: 24 April 2009

The Company has not defaulted in repayment of dues to banks during the year;

The Company has, in our opinion, maintained proper records and contracts with respect to its investments where
timely entries of transactions are made in the former. Allinvestments held by the Company at the close of the year are
held inits own name;

As per the information and explanations given to us on our enquiries, the terms and conditions at which guarantees
have been given by the Company for loans taken from financial institutions and / or banks by others, are, in our
opinion, not prejudicial to the interest of the Company;

As per the information and explanations given to us, term loans obtained by the company, in our opinion, have been
applied for the purpose for which they were obtained;

According to the information and explanations given to us and on an overall examination of the Balance Sheet of the
company, we are of the opinion that no funds raised on short-term basis have been used for long term investment;

As per the information and explanation given to us on our enquiries in this behalf there were no frauds on or by the
company noticed or reported by the company during the year;

In view of the nature of activities carried on by the Company clause no. (xiii) of CARO, 2003 is not applicable to the
Company. Further in view of the absence of conditions pre-requisite to the reporting requirement of clauses (iii) (b),
(c), (d),(f) and (g), (x), (xii), (xviii), (xix) and (xx) the said clauses are, at present, not applicable.

For and on behalf of
DALAL & SHAH
Chartered Accountants

SHISHIR DALAL
Partner
Membership No : 37310
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l. SOURCES OF FUNDS

1. Shareholders’ funds
[a] Share Capital
[b] Reserves and surplus
2. Loan funds
[a] Secured loans
[b] Unsecured loans
3. Deferred T ax Adjustment
(See note no. 24)
[a] Deferred tax Liability
[b] Deferred tax Asset

Il.  APPLICATION OF FUNDS

1. Fixed assets
[a] Gross block
[b] Less: depreciation
[c] Net block
[d] Capital work-in-progress including

Capital Advances

2. Investments

3. Current assets, loans and advances
[a] Inventories
[b] Sundry debtors
[c] Cash and bank balances
[d] Other current assets
[e] Loans and advances

Less: Current liabilities and provisions

[a] Liabilities
[b] Provisions

Net current assets

Notes forming part of the Financial Statements

BALANCE SHEET AS AT 31 MARCH 2009

Rs. in 000’s

SCHEDULE

01
02

03
04

Total

05

06

07
08
09
10
11

12
13

Total

23

As at
31 March 2009

388,346
9,212,499
9,600,845

3,489,391
460
3,489,851

602,435
285,314
317,121
13,407,817

9,923,904
3,375,495
6,548,409

181,376
6,729,785

4,718,832

1,238,798
2,924,316
791,132
212,219
1,653,456
6,819,921

3,938,647
922,074
4,860,721
1,959,200
13,407,817

As at
31 March 2008

388,346
8,761,567
9,149,913

3,427,736
1,179
3,428,915

523,119
226,919
296,200
12,875,028

9,213,189
2,753,520
6,459,669

649,294
7,108,963

4,763,347

1,940,450
3,564,577
615,993
61,765
1,272,534
7,455,319

5,574,962
877,639
6,452,601
1,002,718
12,875,028

As per our attached report of even date.

For and on behalf of
DALAL & SHAH
Chartered Accountants

SHISHIR DALAL
Partner

Mumbai : 24 April 2009

For and on behalf of the Board of Directors.

ATUL C. KIRLOSKAR
Chairman & Managing Director

SANJAY D. PARANDE
Chief Financial Officer

GAUTAM A. KULKARNI
Joint Managing Director

ADITI CHIRMULE
Company Secretary

Pune : 24 April 2009
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PROFIT AND LOSS ACCOUNT FOR THE YEAR ENDED 31 MARCH 2009

Rs.in 000's
SCHEDULE 2008-09 2007-08
INCOME
Sales 22,732,435 23,723,049
Less : Excise duty 1,632,717 2,158,648
21,099,718 21,564,401
Operating income 14 848,532 552,341
Financial Income 15 132,821 162,827
22,081,071 22,279,569
EXPENDITURE
Materials consumed 16 15,294,648 15,739,044
Manufacturing Expenses 17 434,988 529,112
Employee Cost 18 1,373,839 1,392,991
Selling & Administration Expenses 19 2,063,696 2,231,967
Depreciation and amortisation 20 804,084 438,560
Interest & Finance charges 21 375,953 197,054
20,347,208 20,528,728
Less: Expenses capitalised 6,210 123,235
20,340,998 20,405,493
Profit Before exceptional items of Income & T axation 1,740,073 1,874,076
Exceptional income (See note no. 4) 22 65,365 -
Profit Before T axation 1,805,438 1,874,076
Provision for taxation
Current Tax (including Wealth Tax Rs. 4,086,500/-,
Previous year Rs. 2,900,000/-) 605,087 482,900
Deferred Tax ( See note no. 24) 20,921 182,626
Fringe Benefit 20,500 19,034
646,508 684,560
Profit for the year after taxation 1,158,930 1,189,516
As per last account 1,479,540 1,494,370
2,638,470 2,683,886
Less:
Transferred to general reserve 750,000 750,000
Interim Dividend - 194,173
Tax on Interim Dividend - 33,000
Proposed Dividend 194,173 194,173
Tax on Proposed Dividend 33,000 33,000
© 977173 1,204,346
Balance carried to Balance Sheet 1,661,297 1,479,540
Earnings Per Share
(Face value of Rs 2/-)
Basic and Diluted (In Rs.) 5.97 6.13
(See note no. 23)
Notes forming part of the Financial Statements 23
As per our attached report of even date. For and on behalf of the Board of Directors.
For and on behalf of ATUL C. KIRLOSKAR GAUTAM A. KULKARNI
DALAL & SHAH Chairman & Managing Director Joint Managing Director
Chartered Accountants
SHISHIR DALAL SANJAY D. PARANDE ADITI CHIRMULE
Partner Chief Financial Officer Company Secretary

Mumbai : 24 April 2009

Pune : 24 April 2009
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CASH FLOW STATEMENT FOR THE YEAR ENDED 31 March 2009

Rs.in 000’s
PARTICULARS 2008-09 2007-08
A. CASH FLOW FROM OPERATING ACTIVITIES

Profit before Tax 1,805,438 1,874,076

Add :
Depreciation 802,727 437,188
Leasehold land written off 1,357 1,372
Loss on assets sold, demolished, discarded and scrapped 8,161 7,797
Loss on sale of investments 1,098 -
Write down of obsolete and non moving components 69,055 103,583
Bad debts and irrecoverable balances written off, net 65,547 15,318
Provision for doubtful debts and advances 44,982 53,331
Interest paid 316,924 128,603
VRS Compensation Paid 32,761 14,648
1,342,612 761,840

Less:
Profit on sale of Undertaking 65,365 -
Profit on sale of mutual fund investment ( net) 4,417 30,812
Surplus on sale of assets 7,371 28,216
Interest received 1,884 5,732
Sundry Credit Balances Appropriated 25,799 8,000
Provision no longer required w.back 42,775 45,977
Dividend received 126,520 126,283
274,131 245,020
Operating Profit before working capital changes 2,873,919 2,390,896

Adjustments for :

Trade and other receivables (134,553) (276,924)
Inventories 511,392 (560,450)
Trade payables (1,963,511) 978,007
(1,586,672) 140,633
Cash generated from operations 1,287,247 2,531,529
VRS Compensation Paid (32,761) (14,648)
Net Cash generated from operations 1,254,486 2,516,881
Direct taxes paid (597,665) (473,780)
NET CASH FLOW FROM OPERATING ACTIVITIES 656,821 2,043,101
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CASH FLOW STATEMENT FOR THE YEAR ENDED 31 March 2009

Rs.in 000’s
PARTICULARS 2008-09 2007-08
B. CASH FLOW FROM INVESTING ACTIVITIES
Add :
Sale of Undertaking 875,213 -
Sale of fixed assets 13,611 85,785
Sale of investments 69,314 441,333
Interest received 1,884 5,732
Dividend received 126,520 126,283
1,086,542 659,133
Less:
Purchase of investments 21,480 -
Purchase of fixed assets and advances 1,060,227 4,290,900
1,081,707 4,290,900
NET CASH GENERATED FROM INVESTING ACTIVITIES 4,835 (3,631,767)
C. CASH FLOW FROM FINANCING ACTIVITIES
Interest paid (320,273) (122,315)
Proceeds from borrowing (Net of repayments) 60,936 2,365,770
Dividend Paid (194,180) (385,821)
Tax on Dividend (33,000) (65,999)
NET CASH USED IN FINANCING ACTIVITY (486,517) 1,791,635
Net increase / (decrease) in cash and cash equivalents 175,139 202,969
Cash and Cash equivalents as on 1st April 615,993 413,024
Cash and Cash equivalents as on 31st March 791,132 615,993
As per our attached report of evendate. For and on behalf of the Board of directors.
For and on behalf of ATUL C. KIRLOSKAR GAUTAM A. KULKARNI
DALAL & SHAH Chairman & Managing Director Joint Managing Director
Chartered Accountants
SHISHIR DALAL SANJAY D. PARANDE ADITI CHIRMULE
Partner Chief Financial Officer Company Secretary
Mumbai : 24 April 2009 Pune : 24 April 2009
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Schedule Nos. 01 to 23 annexed to and forming part of the Financial Statements for the year ended
31 March, 2009

Rs. in 000’s
As at As at
31 March 2009 31 March 2008

SCHEDULE 01
SHARE CAPITAL

AUTHORISED

250,000,000 (250,000,000) Equity Shares of Rs. 2 each 500,000 500,000
ISSUED

195,353,480 (195,353,480) Equity Shares of Rs.2 each 390,707 390,707
SUBSCRIBED

194,173,000 (194,173,000) Equity Shares of Rs.2 each 388,346 388,346

CALLED UP AND PAID UP
194,172,380 (194,172,380) Equity Shares of Rs 2 each 388,345 388,345

SHARE CAPITAL SUSPENSE ACCOUNT

620 (620) Equity Shares Rs. 2 each to be issued and allotted to

shareholders of erstwhile Shivaji Works Ltd. on amalgamation

as per scheme sanctioned by BIFR. 1 1

Total 388,346 388,346

Notes : Of the above shares :

1. 97,086,190 Equity Shares of Rs. 2 each are allotted on 3rd November 2007 as Bonus Shares, by way of capitalisation
of General Reserve.

2. Prior to sub-division of Share Capital :

a. 400,000 Equity shares of Rs. 10 each were allotted on 21st August, 1997 to shareholders of erstwhile
Kirloskar Filters Limited, on amalgamation as per the scheme sanctioned by the Mumbai High Court on 17th
July, 1997.

b. 1,799,718 Equity Shares of Rs. 10 each were allotted on 9th March, 1998, at a premium of Rs. 20 per share
on conversion of detachable tradable warrants issued in March 1993.

c. 147,186 Equity Shares of Rs. 10 each were allotted on 17th Feb. 2000 to the shareholders of erstwhile Shivaji
Works Ltd, on amalgamation as per scheme sanctioned by BIFR

d. 253,690 Equity Shares of Rs. 10 each were allotted on 23rd April 2003 to the shareholders of erstwhile
Kirloskar Power Supply Co. Ltd, on amalgamation as per scheme sanctioned by High Court.

3. 310 Equity Shares of Rs. 2 each issued against 1550 Equity Shares of Rs. 10 each of erstwhile Shivaji Works Ltd. as
per amalgamation scheme sanctioned by BIFR kept in abeyance on directions of the Special Court. Consequently
310 Bonus Shares are also kept in abeyance.
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SCHEDULE 02
RESERVES AND SURPLUS
General reserve

As per last account
Add: Set aside this year

Transfer from Contingency Reserve during the year

(See note no. 2)

Less: Adjustment on account of Employee Benefits,
Net of Deferred Tax
Less: Capitalised on Issue of Bonus Shares

Contingency Reserve
As per last account
Less : Transfer to General Reserve during the year
(See note no. 2)

Hedging Reserve (See note no. 27)
Surplus as per annexed profit and loss account

SCHEDULE 03

SECURED LOANS

Term Loan from HDFC Bank Limited

(See note no. 8A(1) )

Term Loan from GE Capital Services India
(See note no. 8A(2) )

Foreign currency Term Loan from HSBC Bank plc, London

(See note no. 8A(3) )

Foreign currency Term Loan from BNP PARIBAS, Singapore

(See note no. 8A(4) )

Total

Foreign currency Term Loan from ICICI Bank Limited, Hongkong

(See note no. 8A(5) )

Foreign currency Term Loan from ICICI Bank Limited, Hongkong

(See note no. 8A(6) )

Working Capital Loans from banks
(See note no. 8B)

Cash credit
Packing Credit - Foreign Currency

Interest accrued and due on loans

SCHEDULE 04
UNSECURED LOANS

Special capital incentive loan
Fixed deposits

From Public

From Shareholders

Total

Total

Rs. in 000’'s

As at
31 March 2009

As at
31 March 2008

6,979,865 6,522,785
750,000 750,000
302,162 -

8,032,027 7,272,785

- 08,747
- 194,173

8,032,027 6,979,865
302,162 302,162
302,162 -

- 302,162

(480,825) -

1,661,297 1,479,540

9,212,499 8,761,567

48,684 113,596
- 116,726
528,826 567,154

1,619,499 1,300,177
980,967 890,274
196,123 153,831

- 4,057

115,003 278,244
115,003 282,301
289 3,677
3,489,391 3,427,736
- 694

449 474

11 11

460 485

460 1,179
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KIRL OSK AR OIL ENGINES LIMITED

SCHEDULE 6
INVESTMENTS (At cost unless otherwise stated)

LONG TERM INVESTMENTS :
1 GOVERNMENT AND TRUST SECURITIES
A QUOTED
Unit Trust of India
6.75% Taxfree US 64 Bonds
Less: Provision for diminution in value

Sub-Total (1)

2 FULLY PAID EQUITY SHARES
| TRADE
A UNQUOTED
IN WHOLLY OWNED SUBSIDIARY
Kirloskar Engines India Limited

B  QUOTED
Kirloskar Brothers Limited
Kirloskar Ferrous Industries Limited
Kirloskar Ghatge Patil Auto Limited
Less: Provision for diminution in value

Re. 1
Kirloskar Pneumatic Company Limited
Swaraj Engines Limited
The Mysore Kirloskar Limited

Less: Provision for diminution in value

Re. 1

Annual Report 2008-2009

As at As at

Face Value 31 March 2009 31 March 2008
Per unit Nos Rs (‘000) Nos Rs (‘000)
100 - - 235,015 32,486

- 7,887

- 24,599

2 500,000 1,000 - -
11,026,185 90,494 11,026,185 90,494

65,992,002 1,634,720 65,992,002 1,634,720

10 5,000 50 5,000 50
50 50

10 138,222 20,656 3,897 176
10 2,160,000 3,600 2,160,000 3,600
10 113,460 2,733 113,460 2,733
2,733 2,733

1,750,470 1,728,990
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As at

As at

Face Value 31 March 2009 31 March 2008
Per unit Nos Rs (‘000) Nos Rs (‘000)
SCHEDULE 6 (CONTD)
INVESTMENTS (At cost unless otherwise stated)
C UNQUOTED
Denso Kirloskar Industries Pvt Ltd 10 3,900,000 39,900 3,900,000 39,900
F.H.Schule Gmbh, Germany 1000 (DM) 1,900 12,019 1,900 12,019
Less: Provision for diminution in value 12,019 12,019
Re. 1 - -
Kothrud power Equipment Limited 10 992,143 9,921 992,143 9,921
Less: Provision for diminution in value 9,921 9,921
Re. 1 - -
Kirloskar Kenya Limited K.S. 1000 1,272 856 1,272 856
Kirloskar Integrated Technologies Limited 100 165,000 16,500 165,000 16,500
(Previously known as Kirloskar Kisan Equipments Limited)
Kirloskar Proprietary Limited 100 2 - 2 -
Kirsons Trading Pte Limited 1(S9) 56,250 1,201 56,250 1,201
Kirloskar Toyoda Textile Machinery Ltd 10 9,256,117 92,561 9,256,117 92,561
T. G. Kirloskar Automotive Pvt Ltd 10 5,720,000 189,232 5,720,000 189,232
Toyota Tsusho India Pvt Ltd 10 1,637,580 26,766 1,637,580 26,766
Toyota Kirloskar Auto Parts Pvt Ltd 10 33,750,000 536,613 33,750,000 536,613
Toyota Kirloskar Motors Pvt Ltd 10 77,000,000 1,563,148 77,000,000 1,563,148
2,466,777 2,466,777
1] OTHERS
B  QUOTED
Cummins India Limited 2 488 - 488 -
Housing Development Finance Corporation Ltd 10 62,000 760 62,000 760
ICICI Bank Ltd 10 10 - 10 -
760 760
C UNQUOTED
The Cosmos Co-operative Bank Ltd 20 31,250 623 31,250 623
The Shamrao Vitthal Co-Operative Bank Ltd 25 2,025 51 2,025 51
674 674
Sub-total (2) 4,218,681 4,197,201




KIRL OSK AR OIL ENGINES LIMITED

3

4

5

Annual Report 2008-2009

As at As at
Face Value 31 March 2009 31 March 2008
Per unit Nos  Rs (‘000) Nos Rs (‘000)
SCHEDULE 6 (CONTD)
INVESTMENTS (At cost unless otherwise stated)
DEBENTURES AND BONDS
A UNQUOTED
The Mysore Kirloskar Ltd 100 30,000 1,320 30,000 1,320
12.5% Non Convertible part "B" of Rs 44 each Debentures
Less: Provision for diminution in value 1,320 1,320
Sub-total (3) Re. 1 - -
WARRANTS
A QUOTED
Detachable Warrants of Kirloskar Ferrous Industries - 38,992,002 - 38,992,002 -
Ltd. offered on exercise of "Rights' option , convertible
into Equity shares at the option of shareholders at a price
of Rs 35/- per warrant after 12 months but before 36
months from the date of allotment i.e. 13.03.2007
TOTAL LONG TERM INVESTMENTS : 4,218,681 4,221,800
B CURRENT INVESTMENTS
MUTUAL FUNDS
QUOTED
A DIVIDEND SCHEME - FIXED MATURITY PLAN
BSL Interval Income Fund-Instl.
-Quarterly-Series3-Dividend 10 - - 5,033,941 50,340
DWS Quarterly Interval Fund Series-1-Dividend Plan 10 - - 3,000,000 30,000
- 80,340
B DIVIDEND SCHEME - LIQUID
Birla Sun Life Cash Plus Instt. Prem.plan
- Daily Dividend 10 14,975,273 150,045 6,906,956 69,204
(Previously known as Birla Cash Plus Instt. Prem.plan - Daily Dividend)
Birla Sun Life Liquid Plus-Instl-Daily
Dividend-Reinvestment 10 - - 4,996,602 50,000
DWS Credit Opportunities Cash Fund
- Weekly Dividend Plan 10 - - 10,931,235 109,789
DWS Insta Cash Plus Fund Super Instl.
-Daily Dividend Plan 10 14,963,556 150,046 14,991,455 150,214
HDFC Cash Management fund Savings Plan 10 18,809,012 200,060 - -
500,151 379,207
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As at
Face Value 31 March 2009
Per unit Nos Rs (‘000)

As at
31 March 2008
Nos Rs (‘000)

GROWTH SCHEME - FIXED MATURITY PLAN
DWS Fixed Term Fund Series 39-Instl.Growth 10 - -
PRINCIPAL Income Fund - Growth

GROWTH SCHEME - Growth - Bonus Units
DWS Insta Cash Plus Fund-Regular Weekly
Bonus Option (Principal/Bonus)

(Includes 284,370 Units)

TOTAL CURRENT INVESTMENTS 500,151

TOTAL INVESTMENTS 4,718,832

Notes :

1.

o r w D

Aggregate Carrying Cost of Quoted Investments 2,250,381
Aggregate Market Value of Quoted Investments 2,431,730
Aggregate Carrying Cost of Unquoted Investments 2,468,451
Face value per unit in Rupees unless otherwise stated.

Refer Note 19 and Accounting Policy 1. 1.5

2,000,000 20,000
1,150,874 12,000

32,000

5,061,790 50,000

541,547

4,763,347

2,295,897
6,948,105
2,467,451




KIRL OSK AR OIL ENGINES LIMITED

SCHEDULE 6 (CONTD)
INVESTMENTS (At cost unless otherwise stated)

Annual Report 2008-2009

Following Investments are purchased and sold during the year (Rs. in ‘000)
Name No of Units Face Value Purchase Cost
Birla Sun Life Cash Plus - Insl. Prem.- Daily Dividend-Reinvestment  2,055,922,064 10 20,479,311
(Previously known as Birla Cash Plus - Insl Prem.-Daily Dividend-Reinvestment)

Birla Sun Life Short Term Fund - Institutional Daily Dividend 25,068,069 10 250,838
(Previously known as Birla Short Term Fund - Insitutional Daily Dividend)

BSL Interval Income Fund

- INSTL - Quarterly - Series 3 - Dividend - Payout 5,067,606 10 50,676
BSL Interval Income

- INSTL-MONTHLY - Series 2 - Dividend - Payout 10,000,000 10 100,000
Birla Sun Life Savings Fund

- Instl. - Daily dividend - Reinvestment 45,303,470 10 453,343
(Previously known as Birla Savings Fund - Instl. Daily Dividend - Reinvestment)

DSP Black Rock Cash Manager Fund

- Institutional Plan - Daily Dividend 100,830 10 100,840
(Previously known as DSP Merill Lynch Cash Plus - Institutional - Daily Dividend)

DWS INSTA Cash Plus Fund

- Super Instl. Plan Daily Dividend 365,667,454 10 3,464,099
DWS Credit Opportunities Cash Fund - 15 Days Plan Weekly Dividend 71,122 10 715
DWS Insta Cash Plus Fund

- Regular Plan Weekly Bonus (Principal Units) 4,777,420 10 50,000
DWS Insta Cash Plus Fund

- Regular Plan Weekly Bonus (Bonus Units) 284,370 10 -
DWS ULTRA Short Term Fund - Institutional Daily Dividend 92,968,908 10 931,084
DWS ULTRA Short Term Fund -Regular Daily Dividend 15,017,559 10 150,396
DWS Money Plus Fund - Institutional Daily Dividend Plan 18,026,312 10 180,411
Fidelity Ultra Short Term Debt Fund Super Institutional - Daily Div 90,772,555 10 907,959
Fidelity Cash Fund (Super Institutional) - Daily Dividend 30,076,226 10 300,839
IDFC Money Manager Fund - Investment Plan - Instl. Plan B-Daily Div. 14,056,769 10 140,645
(Previously known as Grindlays Floating Rate Fund - Short Term Plan - Daily Div)

IDFC Liquid Fund - Daily Dividend 139,995 1000 140,025
(Previously known as Standard Chartered Liquidity Manager Plus - Daily Dividend)

IDFC Fixed Maturity Plan - Monthly Series 5 - Dividend 5,000,000 10 50,000
HDFC Cash Management Fund

- Savings Plan - Daily Div Reinvestment 212,940,494 10 2,264,920
HDFC Cash Management Fund

- Treasury Advantage Plan - Wholesale Daily Dividend 83,570,981 10 838,342
HDFC Liquid Fund Premium Plan - Dividend - Daily Reinvest 17,994,059 10 220,604
HDFC Quarterly Interval Fund

- Plan C Wholesale Dividend Option Payout 10,000,000 10 100,000
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SCHEDULE 6 (CONTD)
INVESTMENTS (At cost unless otherwise stated)

Following Investments are purchased and sold during the year

(Rs. in ‘000)

Name No of Units Face Value Purchase Cost
HDFC FMP 90D August2008 (1X)(2) - Wholesale Plan Dividend 10,000,000 10 100,000
HDFC Floating Rate Income Fund
- Short Term Plan-Wholesale Option-Div Reinvestment-Daily 51,880,038 10 522,997
ICICI Prudential Institutional Liquid Plan - Super Instl Daily Div. 78,109,030 10 781,129
JM High Liquidity Fund - Super Institutional Plan - Daily Dividend (92) 29,035,250 10 290,832
JM Interval Fund - Quarterly Plan 3 - Institutional Dividend Plan (295) 10,096,248 10 100,962
JM Fixed Maturity Fund Series XII Monthly Plan 2
- Instl Dividend Plan (351) 5,000,000 10 50,000
Kotak Liquid (Institutional Premium) - Daily Dividend 65,869,227 10 805,455
Kotak Flexi Debt Scheme - Daily Dividend 10,028,442 10 100,596
Kotak FMP 3M Series 29 - Dividend 1,500,000 10 15,000
Kotak FMP 1M Series 3 - Dividend 5,000,000 10 50,000
Kotak Monthly Interval Plan Series 3 - Dividend 5,000,000 10 50,000
Kotak Flexi Debt Scheme Institutional - Daily Dividend 4,982,463 10 50,061
Kotak Floater Long Term - Daily Dividend 20,494,292 10 206,578
LICMF Liquid Fund - Dividend Plan 1,826,927 10 20,060
Principal Cash Management Fund
-Liquid Option Instl. Prem. Plan - Daily Div. Reinvestment 10,061,805 10 100,625
Religare Quarterly Interval Fund Plan G - Instl. Dividend 10,000,000 10 100,000
Religare FMP 1 Month Series XI - Dividend 5,035,002 10 50,350
Religare Ultra Short Term Fund - Instl. Daily Dividend 15,034,585 10 150,582
(Previously known as Lotus India Liquid Plus Fund - Daily Dividend)

Reliance Liquidity Fund - Daily Dividend Reinvestment Option 40,020,814 10 400,332
Reliance Money Manager Fund - Institutional Option - Daily Div Plan 202,332 10 202,562
Reliance Medium Term Fund - Daily Dividend Plan 11,818,065 10 202,036
SBI Premier Liquid Fund - Super Institutional - Daily Dividend 9,993,717 10 100,262
Sundaram BNP Paribas Interval Fund Quarterly-Plan B-Instl Dividend 5,000,000 10 50,000
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SCHEDULE 07
INVENTORIES

*Stores and spares, at cost
*Stock-in-trade
Raw materials [including components], at cost
Unserviceable and obsolete raw materials,
at estimated realisable value
Work-in-process, at cost
Finished goods, at lower of cost or market value

Materials in transit, cost to date
Material in bonded warehouse, cost to date

* as certified by the Chairman & Managing Director

SCHEDULE 08
SUNDRY DEBTORS, UNSECURED

Outstanding for a period exceeding six months
Good

Doubtful

Less: provision

[l (@

(b) Others: good

[iil Receivables on account of eligible export house
business, under an arrangement :
Outstanding for a period exceeding six months
Doubtful
Less: provision

Note : Sundry debtors include Rs. 378,096,080/- and Rs. 43,597/- due from Kirloskar Integrated Technologies Limited and
Kirloskar Ferrous Industries Limited respectively, the companies promoted by this Company of which Rs. NIL are

outstanding for a period exceeding six months.

Rs. in 000’s

As at As at

31 March 31 March
2009 2008
101,016 97,758
745,159 1,000,106
3,249 3,683
137,969 382,175
194,287 352,144
1,080,664 1,738,108
57,118 70,663

- 33,921

57,118 104,584
Total 1,238,798 1,940,450
115,952 37,968
171,325 177,149
171,325 177,149
115,952 37,968
2,808,364 3,526,609
2,924,316 3,564,577
3,094 3,094
3,094 3,094
Total 2,924,316 3,564,577
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Rs. in 000’s

As at As at
31 March 31 March
SCHEDULE 09 2009 2008
CASH AND BANK BALANCES
Cash on hand 334 566
Bank Balances :
With Scheduled Banks
In current account 790,437 243,823
In fixed deposits 70 70
Interest accrued on fixed deposits 2 2
790,509 243,895
With Non-Scheduled Banks :
In current account
The HSBC Limited, Singapore * 289 371,532
(Maximum balance outstanding during the year
Rs 371,531,675/, (P.Y. Rs. 596,038,170/- )
790,798 615,427
Total 791,132 615,993
* Unutilised ECB Loan balance kept in Current Account of The HSBC Limited, Singapore.
SCHEDULE 10
OTHER CURRENT ASSETS
Income receivable 19,408 33,322
Incentive Receivable under Packaged Scheme of Incentive, 2001 145,993 -
(See note no. 3)
Export Incentive Receivable 46,818 28,443
Total 212,219 61,765
SCHEDULE 11
LOANS AND ADVANCES
(unsecured, good unless otherwise stated)
Amount recoverable from wholly owned subsidiary 1,949 -
Deposit with a Company 600,000 -
Advances recoverable in cash or in kind or for value to be received:
Good * 321,252 580,909
Doubtful 118,645 67,839
Less: provision 118,645 67,839
321,252 580,909
Sales Tax / VAT Refundable 282,608 164,453
Sundry deposits 71,986 76,310
Balance with Collectorate of Central Excise and Customs 192,414 239,693
Tax paid in advance 3,267,610 2,669,945
Less Provision for Tax Per Contra 3,084,363 2,458,776
183,247 211,169
Total 1,653,456 1,272,534

* includes Rs. 187,500/- (P.Y. Rs. 217,500/-) due from Company Secretary as a loan {Maximum balance outstanding

during the year Rs. 217,500/- (P.Y.Rs. 247,500/-)}.

* includes loans taken by Whole Time Director prior to appointment as director Rs. 154,263/- (P.Y. Rs. 247,299/-).

{Maximum balance outstanding during the year Rs. 247,299/- (P.Y. Rs.340,335/-)}
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Rs. in 000’s
As at As at
31 March 31 March
2009 2008
SCHEDULE 12
LIABILITIES
Acceptances 518,099 826,367
Sundry creditors
Due to Micro & Small Enterprises 40,554 58,291
(See note no.16 )
Others 2,413,808 3,941,155
2,454,362 3,999,446
Sundry deposits 67,200 72,805
Unclaimed dividends 14,019 14,026
Unclaimed redeemed Preference share capital 152 152
Unclaimed Debentures 71 71
Investors' Education Protection Fund, since deposited 20 -
81,462 87,054
Derivative Liability (See note no. 27) 480,825 -
Advance from customers 385,707 640,554
Interest accrued but not due on loans 18,192 21,541
Total 3,938,647 5,574,962
SCHEDULE 13
PROVISIONS
Provision for gratuity (See note no. 20) 60,686 63,664
Provision for compensated absences (See note no. 20) 309,164 306,672
Provision for Pension & other Retirement Benefits (See note no.20) 84,209 75,134
Provision for warranty claims (See note no. 26) 240,842 204,996
Provision for taxation 3,084,363 2,458,776
Less : Tax paid in advance Per Contra 3,084,363 2,458,776
Proposed Dividend 194,173 194,173
Provision for tax on Dividend 33,000 33,000

Total 922,074 877,639
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SCHEDULE 14
OPERATING INCOME

Job work receipts

Sale of scrap (Net of excise duty)

Sundry sales

Cash Discount received

Export Incentives

Incentive under Packaged Scheme of Incentive 2001
(See note no. 3)

Royalty received

Rent

Service charges received

Installation charges received

Technical Fees received

Commission received

Refund of Sales tax, Octroi etc

Surplus on sale of assets

Sundry credit balances appropriated
Provisions no longer required written back
Income from Wind Power generation

Miscellaneous receipts

SCHEDULE 15
FINANCIAL INCOME

Dividend
From Trade Investments
From Other Investments
Interest
Others (gross, Tax deducted at source Rs. 9,409/-,
Previous Year Rs. 145,449/-)
Profit on Sale of Mutual Fund investments (net)

Rs.in 000’s

2008-09 2007-08
178 240
160,554 135,818
84 76
44,481 39,893
50,403 43,950
145,993 -
- 2,823

5,844 1,346
162,206 153,609
55,520 6,357
200 2,349
63,513 60,365
5,652 3,300
7,371 28,216
25,799 8,000
42,775 45,977
49,199 9,530
28,760 10,492
Total 848,532 552,341
68,684 75,552
57,836 50,731
1,884 5,732
4,417 30,812
Total 132,821 162,827
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SCHEDULE 16
MATERIALS CONSUMED

[a]

[b]
[c]
[d]
[e]
[fl
(€]
(]

Raw materials and components consumed
Stocks at commencement

Less : Value of obsolete and non-moving material written-down

(Net of realisable value)
Add: purchases

Less: On account of sale of Valves Division
Less: stocks at close

Finished goods purchases for resale

Excise duty on year end inventory of Finished Goods
Job work charges

Freight, octroi and entry tax

Stores & spares consumed

Write-down of absolete & non-moving material
(Increase)/decrease in stocks

Stocks at close:

Work-in-process ( including finished components )
Finished goods

Less: Stocks at commencement
Work-in-process ( including finished components )
Finished goods

Less: On account of sale of Valves Division
Work-in-process ( including finished components )
Finished goods

SCHEDULE 17
MANUFACTURING EXPENSES

Power, fuel and water

Machinery spares

Machinery repairs

Labour charges
Others

Total

Total

Annual Report 2008-2009

Rs.in 000’s

2008-09 2007-08
1,003,789 913,485
69,055 103,583
9,968,128 11,048,690
10,902,862 11,858,592
51,839 -
748,408 1,003,789
10,102,615 10,854,803
3,442,545 3,510,760
7,053 12,611
189,790 241,987
393,470 512,280
635,661 764,600
69,055 103,583
137,969 382,175
194,287 352,144
332,256 734,319
382,175 256,820
352,144 215,919
734,319 472,739
24,465 -
27,931 -
52,396 -
454,459 (261,580)
15,294,648 15,739,044
216,828 218,992
76,425 56,695
32,659 54,767
59,992 169,171
49,084 29,487
434,988 529,112
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Rs.in 000’s

2008-09 2007-08
SCHEDULE 18
EMPLOYEE COST
Salaries, wages, gratuity, bonus, etc. 1,099,445 1,122,967
Contribution to provident and other funds 83,283 91,146
Welfare and training Expenses 154,279 159,550
Provident and other funds' expenses 4,071 4,680
VRS compensation 32,761 14,648
Total 1,373,839 1,392,991
SCHEDULE 19
SELLING & ADMINISTRATION EXPENSES
SELLING EXPENSES
Discount, commission and incentive 141,633 287,180
Freight and forwarding 343,826 425,159
Sales warranty claims 284,389 281,126
Sales and service charges 170,410 123,247
Installtion & commissioning charges 59,200 20,421
Royalty, technical and license fees etc. 136,051 147,425
Advertisement and publicity 83,296 86,077
Others 17,865 3,095
1,236,670 1,373,730
ADMINISTRATION EXPENSES
Rent 34,265 46,934
Rates and taxes 4,315 4,399
Insurance 7,575 15,771
Building repairs 29,222 31,884
Other repairs and maintenance 150,141 144,848
Travelling and conveyance 159,586 162,988
Communication expenses 30,322 30,388
Printing and stationery 23,956 52,702
Legal & Professional fees 89,218 126,882
Auditors' remuneration 4,405 4,361
Directors' Commission 35,200 28,570
Directors' fees and travelling expenses 1,116 933
Donations 12,516 14,088
Miscellaneous expenses 126,499 117,043
Loss on assets sold, demolished, discarded and scrapped 8,161 7,797
Provision for doubtful debts and advances (net) 44,982 53,331
Bad debts and irrecoverable balances written off (net) 65,547 15,318
827,026 858,237
Total 2,063,696 2,231,967
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SCHEDULE 20
DEPRECIATION AND AMORTISATION

Depreciation
Amount written off against leasehold land

SCHEDULE 21
INTEREST & FINANCE CHARGES

INTEREST
On fixed loans
Others

FINANCE CHARGES
Cash discount
Discounting charges
Bank charges, commission etc.

SCHEDULE 22
Exceptional Income

Profit on sale of Undertaking (See note no. 4)

Rs.in 000’s

2008-09 2007-08

802,727 437,188

1,357 1,372

Total 804,084 438,560
267,984 66,165

48,940 62,438

316,924 128,603

21,375 21,425

9,502 7,282

28,152 39,744

59,029 68,451

Total 375,953 197,054

65,365 -

Total 65,365 -
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SCHEDULE 23
NOTES TO AND FORMING PART OF THE FINANCIAL STATEMENTS AS AT AND FOR THE YEAR ENDED 31 MARCH 2009
1. Significant Accounting Policies

11

1.2

13

1.4

Basis of preparation of Financial Statements

The Financial Statements have been prepared in accordance with Indian Generally Accepted Accounting
Principles (GAAP) under the historical cost convention on the accrual basis, except where specified otherwise
and in case of significant uncertainties.

GAAP comprises mandatory accounting standards prescribed by Companies (Accounting Standards)
Amendment Rules, 2009 (ICAI), provisions of the Companies Act, 1956 and the guidelines issued by Securities
and Exchange Board of India.

Use of Estimates

Estimates and Assumptions used in the preparation of the financial statements are based on management's
evaluation of the relevant facts and circumstances as of date of the Financial Statements, which may differ from
the actual results at a subsequent date.

Fixed Assets

a. Fixed assets, except leasehold land, are stated at cost of acquisition or construction less accumulated
depreciation. Costincludes the purchase price and all other attributable costs incurred for bringing the asset
to its working condition for intended use. Leasehold land is valued at cost less amount written off.

b. Expenditure on New Projects and Expenditure during Construction :

In case of new projects, expenditure incurred including interest on borrowings and financing costs of
specific loans, prior to commencement of commercial production is being capitalized to the cost of assets.

C. Capital work-in-progress comprises outstanding advances paid to acquire fixed assets and cost of fixed
assets that are not yet ready for their intended use at the balance sheet date.

d. Intangible assets are recorded at the consideration paid for acquisition.
e. Exchange Differences - see 1.7 (c) below.

Depreciation and Amortisation

a. Freehold land is not depreciated.

b. Leasehold land is amortised over the period of lease.

C. Assets given on lease have been depreciated at the rates worked out on straight line method over primary
period of lease as stated in the lease agreements or at the rates specified in the schedule XIV to the
Companies Act, 1956, whichever is higher with reference to the month of commencement of lease period in
case of additions and upto the month of expiry of lease period in case of sale:

Assets Over Primary As specifiedin
Period of Lease Schedule XIV

Plant & Machinery 10.00% 10.34%

Continuous Process Plant 10.00% 5.28%

d. Depreciation on building, plant and machinery has been provided on straight line method at the rates and in
the manner specified in Schedule XIV to the Companies Act, 1956 from the beginning of the month in which
addition is made. Depreciation on additions to computers, printers, scanners etc after 1 December 2004 has
been provided over the estimated economic life of respective assets or at the rates and in the manner
specified in Schedule XIV to the Companies Act, 1956, whichever is higher.

e. Depreciation on assets other than buildings, plant & machinery (including computers) has been provided on
written down value basis at the rates and in the manner specified in Schedule XIV to the Companies Act,
1956 from the beginning of the month in which addition is made.

f. Jigs and Fixtures, Dies and Patterns costing below Rs 1 lac and other fixed assets costing below Rs 5,000/-
are charged to revenue in the year of acquisition.

g. Intangible assets are amortised over their respective individual estimated useful lives on a straight line
basis, commencing from the date the asset is available to the Company for its intended use.

h. Depreciation on additions on account of increase in rupee value due to foreign exchange fluctuations is
being provided at the rates of depreciation over the future life of the said asset.
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1.6

Depreciation on assets sold, discarded or demolished during the year is being provided at their respective
rates on prorata basis upto the end of the month during which such assets are sold, discarded or
demolished.

Investments

a. Longterminvestments are stated at cost less permanent diminution in value, if any.

b.  Current investments mainly comprising investments in mutual funds are stated at lower of cost and fair
value.

Inventories

a.  Stores and spares, raw materials and components are valued at cost or net realizable value whichever is
lower. Costincludes all cost of purchase and incidental expenses incurred in bringing the inventories to their
presentlocation and condition. Cost is ascertained using weighted average method.

b.  Work-in-process including finished components and finished goods are valued at cost or realisable value
whichever is lower. Cost includes direct materials, labour costs and a proportion of manufacturing
overheads based on the normal operating capacity. Finished goods lying in the factory premises, branches
and depots are valued inclusive of excise duty.

Electricity units banked but not sold are valued at lower of cost of power generation or net realisable value.
d. Materials-in-transit and materials in bonded warehouse is valued at actual cost upto the date of balance

sheet.

Net realizable value is the estimated selling price in the ordinary course of business, less estimated costs of
completion and the estimated costs necessary to make the sale.

1.7 Foreign Currency Transactions

1.8

a.

Initial Recognition

Foreign currency transactions are recorded in the reporting currency, by applying to the foreign currency
amount the exchange rate between the reporting currency and the foreign currency at the date of the
transaction.

Conversion

Current assets and current liabilities, Secured Loans designated in foreign currencies are revalorized at the
rate prevailing on the date of Balance Sheet or forward contract rate or other appropriate rate.

Exchange Differences

Exchange differences arising on the settlement and conversion on foreign currency transactions are
recognised as income or as expenses in the year in which they arise, except in cases where they relate to
the acquisition of qualifying assets, in which cases they are adjusted in the cost of the corresponding asset.
Further, as per Ministry of Corporate Affairs Notification dated 31 March 2009, eligible exchange difference
on foreign currency loans is adjusted in the cost of the asset to be depreciated over the balance life of the
asset. (For change and effect see note no. 18).

Forward Contracts

Company uses foreign exchange forward contracts to hedge its exposure against movements in foreign
exchange rates. The use of foreign exchange forward contracts reduces the risk or cost to the Company.
Foreign Exchange forward contracts are not used for trading or speculation purpose.

In respect of foreign exchange forward contracts, difference between forward contract rate and exchange
rate prevailing on the date of forward contract (i.e. forward premium / discount) is amortised as income or
expense over the life of the contract, except in respect of the liabilities for the acquisition of qualifying assets,
where such amortisation is adjusted in the cost of the corresponding asset.

Option Contracts

Company uses foreign exchange option contracts to hedge its exposure against movements in foreign
exchange rates. The use of foreign exchange option contracts reduces the risk or cost to the Company.
Foreign Exchange option contracts are not used for trading or speculation purpose.

Outstanding foreign exchange option contracts on the date of Balance Sheet are marked to market (MTM).
MTM losses, if any, at portfolio level viz. imports, exports and foreign currency loans are provided.

Commodity Hedging

Difference arising in floating price and contracted price due to each Hedge Contract on International Commodity
Exchanges/Over the Counter assessments is accounted for in purchase cost of Fuel Oil on its settlement.
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1.9

1.10

1.11

1.12

1.13

1.14

Retirement Benefits
a.  Short Term Employee Benefits:

. All employee benefits payable within twelve months of rendering the service are classified as short term
benefits. Such benefits include salaries, wages, bonus, short term compensated absences, awards,
exgratia, performance pay etc. and the same are recognised in the period in which the employee renders the
related service.

b.  Post Employment Benefits:
i Defined Contribution Plans:

The Company's approved superannuation schemes, state government provident fund scheme,
employee state insurance scheme are defined contribution plans. The contribution paid / payable
under the schemes is recognised during the period in which the employee renders the related service.
The Company also makes specified monthly contributions towards employee provident fund to a Trust
administered by the company. The minimum interest payable by the trust to the beneficiaries every
year is being notified by the Government. The Company has an obligation to make good the shortfall, if
any, between the return from the investments of the trust and the notified interest rate.

il Defined Benefit Plans :

The employee's gratuity fund scheme, long term compensated absences, pension, post retirement
medical and long term service award benefit schemes are Company's defined benefit plans. The
present value of the obligation under such defined benefit plans is determined based on the actuarial
valuation using the Projected Unit Credit Method as at the date of the Balance sheet. In case of funded
plans, the fair value of plan asset is reduced from the gross obligation under the defined benefit plans,
torecognise the obligation on the net basis.

iii. Termination Benefits:

Termination benefits such as compensation under voluntary retirement scheme are recognised in the
year in which termination benefits are paid.

Warranty

Product warranty expenses are determined based on past experience and estimates, and are accrued in the year
of sale.

Research and Development

Capital expenditure incurred on research & development is capitalized as fixed assets. Expenditure incurred on
development phase, where it is reasonably certain that the outcome of development will be commercially
exploited to yield future economic benefits to the Company, is considered as an intangible asset.

Revenue expenditure for carrying out the research activity is charged to the Profit and Loss Account in the year in
whichitisincurred.

Revenue Recognition

a. Revenue from sale of goods is recognised when the significant risks and rewards of ownership of the
goods have passed to the buyer, which generally coincides with their delivery to customers. Sales are
stated net of discounts, rebates and returns.

b. Export sales are accounted on the basis of the dates of “Shipped on Board” Bill of Lading, other delivery
documents as per contract.

C. Export incentives are accounted for on export of goods if the entittements can be estimated with
reasonable accuracy and conditions precedent to claim are fulfilled.

d. Income from services is recognized on completion of services as per the terms of specific contracts.

e. Profit/loss on sale of investments is recognized on the contract date.

f. Income from electricity generated is accounted on the basis of electricity wheeled into MSEB / KSEB Grid.

g. Industrial Promotion Subsidy (IPS) under Packaged Scheme of Incentive (PSI) 2001 is accrued on the

basis of sales effected from Kagal plant.
Borrowing Cost

Borrowing Costs directly attributable to the acquisition, construction or production of qualifying assets are
capitalized till the month in which the asset is ready to use, as part of the cost of that asset. Other borrowing costs
are recognized as expenses in the period in which these are incurred.

Income Tax

Tax expense comprises both current and deferred tax. Provision for current tax is made on the basis of the taxable
profits computed for the current accounting period in accordance with Income TaxAct, 1961.
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Deferred Tax resulting from timing differences between Book Profits and Tax Profits is accounted for, at prevailing
or substantially enacted rate of tax to the extent timing differences are expected to crystalise, in case of Deferred
Tax Liabilities with reasonable certainty and in case of Deferred Tax Assets with virtual certainty that there would
be adequate future taxable income against which deferred tax assets can be realised.

1.15 Earning Per Share

Earning per share is calculated by dividing the net profit or loss for the year after prior period adjustment
attributable to equity shareholders (after deducting preference dividends and attributable taxes) by the weighted
average number of equity shares outstanding during the year.

1.16 Cash Flow Statement

Cash flows are reported using the indirect method, whereby net profit before tax is adjusted for the effects of
transactions of a non cash nature and any deferral or accruals of past or future cash receipts or payments. The
cash flows from regular operating, investing and financing activities of the Company are segregated.

1.17 Segment Reporting
a. Identification of Segments

The Company's operating businesses are organized and managed separately according to the nature of
products and services provided, with each segment representing a strategic business unit that offers
different products and serves different markets.

b. Intersegment Transfers

The Company generally accounts for intersegment sales and transfers as if the sales or transfers were to
third parties at current market prices.

C. Allocation of common costs
Common allocable costs are allocated to each segment according to the sales of each segment to the total
sales of the Company.

d. Unallocated items

Corporate assets and liabilities, income and expenses which relate to the Company as a whole and are not
allocable to segments, have been included under unallocated items.

Contingency reserve created in earlier years was to be utilized to mitigate the losses / diminution in the value of assets,
investments and advances of a permanent nature. The management is of the view that this reserve is no longer required
and the same is transferred to General reserve.

The Company's manufacturing facility at Kagal has been granted “Mega Project Status” by Government of Maharashtra
and therefore is eligible for Industrial Promotion Subsidy (IPS) under Packaged Scheme of Incentive (PSI) 2001. IPS
consists of the following :

a. Electricity Duty exemption for the period of 9 years from the date of commencement of the projecti.e. 1 April 2008,
and

b. 100% exemption from payment of Stamp duty for the plots already purchased and to be purchased, and

C. VAT and CST payable to the State Government (before adjustment of Set-off) on sales made from Kagal plant,
within a period of 9 years starting from 1 April 2008 to 31 March 2017.

IPS will however be restricted to 100% of the eligible fixed capital investments made from 13 April 2006 to 31 March
2013.

The Eligibility Certificate issued allows maximum Fixed Capital Investment of Rs 598.57 crores.

Incentive of Rs 14.59 crores is accrued for the year as per the scheme mentioned above.

The shareholders of the Company vide ordinary resolution passed by postal ballot on 10 June 2008, approved the sale
of Valves Division of the Company consisting of two units located at Ahmednagar and Nashik to Eaton Industrial

Systems Private Limited (EISPL) for a net consideration, in terms of the agreement, of Rs 875,213,238 /- on a slump
sale basis.

In terms of the slump sale agreement, the Fixed Assets, Capital Work in Progress (including Capital Advances) and Net
CurrentAssets were transferred to EISPL on a debt free and cash free basis w.e.f. 1 August 2008.

The employees of the Valves Division were transferred to EISPL with full benefit of continuity of the previous
employment.
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The details of the assets, liabilities transferred and profit on sale of undertaking are as under:

Rs in 000's
Sr.No. | Particulars Amount Amount
1 Net Sale Consideration in terms of the agreement 875,213
2 Fixed Assets - Net Block 571,949
3 Capital Work in Progress, including Capital Advances 48,970
4 Net CurrentAssets 188,929
5 Total Assets (5=2+3+4) 809,848
6 Profit on Sale of undertaking (1-5) 65,365
5(A) Contingent Liabilities not provided for
Rs in 000's
Particulars 31.03.2009 31.03.2008
a) Disputed Central Excise demands 28,929 26,408
b) Disputed Sales Tax demands 29,813 26,789
c) Disputed Custom Duty demands 25,059 18,058
d) DisputedIncome Tax liability - matter under appeal, against which
Company has paid Rs 186,911,201/- (Previous year Rs 176,911,201/-) 1,015,698 994,813
e) Claimsagainstthe Company not acknowledged as debts 818,369 622,084
f)  Guarantees givento Customers by bankers 1,113,816 1,252,444
g) Guarantees given on behalf of third parties 90,299 130,454
h) Sales bills discounted with banks 5,655 234,219
Total 3,127,638 3,305,269
5(B) The Company has imported Capital Goods under the Export Promotion
Capital Goods Scheme, of the Government of India, at concessional rates
of duty on an undertaking to fulfill quantified exports against which
remaining future obligations aggregates USD 87.01 million (Previous year
USD 90.07 millon). Non fulfillment of the balance of such future obligations,
if any, entails options/rights to the Government to confiscate capital goods
imported under the said licences and other penalties under the above
referred scheme. Minimum export obligation to be fulfilled by the Company
under the said scheme, by 31 March 2009 has been fulfilled.
6. Estimated amount of contracts remaining to be executed on capital account
and not provided for (Net of advances) 114,546 267,233
7. Charge of hypothecation referred in note no 8 (B) extends to letters of
creditissued and guarantees given by the Company's bankers
Aggregate value of such letters of credit outstanding 218,998 467,376
Aggregate value of such guarantees outstanding 1,086,216 942,568

8. Security:
A. Term Loans

1. Term Loan of INR 300 Million availed from HDFC Bank Limited [(balance outstanding as on 31 March
2009: Rs. 48,684,211/- (Previous year: Rs 113,596,491/-)] is secured by hypothecation by way of first
charge of Specific movable Plantand Machinery.

2. Term Loan of INR 185 Million availed from GE Capital Services India was prepaid on 20 October 2008. It
was secured by hypothecation by way of an exclusive charge over the Company's Raytheon Beechcraft
King Air B200 aircraft. The Company has filed Form 17 with Registrar of Companies, Pune, Maharashtra
(ROC) for satisfaction of charges on 24 March 2009. It was registered with ROC on 30 March 2009.
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3. Foreign Currency Term Loan i.e. External Commercial Borrowings (ECB) of JPY 1,417.46 Million (USD
12 Million) i.e. INR 526 Million availed from HSBC Bank plc, London [balance outstanding as on 31 March
2009: Rs 528,826,189/- (Previous year: Rs 567,154,449/-)]. This loan is to be repaid in eight six-monthly
equal installment starting from 2 June 2008. Accordingly two installments of JPY 177.17 Million each i.e.
INR 71.40 Million were repaid on 2 June 2008 and INR 87.89 Million on 1 December 2008 respectively.

4, Foreign Currency Term Loan i.e. External Commercial Borrowings (ECB) of JPY 3,420.15 Million (USD
30 Million) i.e. INR 1,245 Million availed from BNP PARIBAS, Singapore [balance outstanding as on 31
March 2009: Rs 1,619,499,080/- (Previous year: Rs 1,300,177,044/-)]. This loan is to be repaid in five six-
monthly installments starting from 2 March 2012.

5. Foreign Currency Term Loan i.e. External Commercial Borrowings (ECB) of JPY 2336.32 Millioni.e. INR
797 Million availed from ICICI Bank Limited, Hongkong [balance outstanding as on 31 March 2009: Rs
980,966,510/- (Previous year: Rs 890,274,025/-)]. This loan is to be repaid in eight six-monthly equal
installments starting from 31 October 2008. Accordingly, one installment of JPY 292.04 Million i.e INR
150.90 Million was repaid on 31 October 2008.

6. Foreign Currency Term Loan i.e. External Commercial Borrowings (ECB) of JPY 405.28 Millioni.e. INR
133 Million availed from ICICI Bank Limited, Hongkong [balance outstanding as on 31 March 2009: Rs
196,122,712/- (Previous year: Rs 153,831,084/-)]. This is to be repaid in a single tranche on 20 June
2012.

All aforesaid Foreign Currency Term Loan Lenders have agreed to secure all amount outstanding under
the Finance Documents by execution of Security Documents in favour of a Security Trustee. Accordingly
on 30 April 2008, The Hongkong and Shanghai Banking Corporation Limited, Mumbai (HSBC) has been
appointed to act as a Security Trustee. The Company has agreed to provide security by way of
hypothecation (First Charge) on all movable plant and machinery both present and future, located at
Khadki, Pune (except Auto Components Division), Nasik, Kagal and Rajkot in favour of HSBC, the
Security Trustee.

B. Working Capital

The Company's working capital facilities sanctioned by the consortium of banks (SBI Consortium) comprising
of State Bank of India, Mumbai (Lead Bank), Bank of Maharashtra, Pune, ICICI Bank Limited, Pune, HDFC
Bank Limited, Pune and The Hongkong and Shanghai Banking Corporation Limited, Pune has increased from
Rs 235 crores to Rs 350 crores on 6 March 2009. Accordingly, first charge by way of hypothecation on the whole
of the current assets of the Company (other than its Bearing Division) both present and future was increased
from Rs 235 Crores to Rs 350 Crores and also the second charge on the whole of the movable fixed assets of
the Company (other than its Bearing Division) both present and future was increased from Rs 60 Crores to Rs
100 Crores in favour of SBI Consortium as security for fund based working capital facilities.

Payments to Auditors: (Net of Service Tax)

Rs in 000's
Particulars 2008-09 2007-08
Statutory Auditors ( A)
a) As Auditors 3,000 3,000
b) In other capacity:
For Tax Audit 500 500
For Certificates 103 350
For expenses 202 178
Total 3,805 4,028
Cost Auditors (B)
a) As Auditors: 575 325
b) In other capacity:
For expenses 25 8
Total 600 333
Grand Total (A+B) 4,405 4,361
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11.
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Details of Raw Materials Consumption :

Raw materials and components consumed:

Particulars 2008-09 2007-08
Unit Quantity Rs in 000's Quantity Rs in 000's
a) Steeland
Steel strips MT 2,616 632 3,855 75,048
b) Non-ferrous metals MT 1,525 205,293 1,863 240,182
c¢) Components 9,895,962 10,538,794
d) High speed diesel all KL -- -- 16 613
e) Others 728 -- 166
Total - 10,102,615 10,854,803
Imported and indigenous raw materials consumption (including components) :
Particulars 2008-09 2007-08
Rs in 000's % Rs in 000's %
a) Imported 1,644,490 16.28 1,436,400 13.23
b) Indigenous 8,458,125 83.72 9,418,403 86.77
Total 10,102,615 100.00 10,854,803 100.00
Details of purchase of T rading Goods:
Particulars 2008-09 2007-08
Unit Quantity Rs in 000's Quantity Rs in 000's
a) Engines and Gensets Nos 13,420 2,751,190 46,859 2,516,501
b) K-Oil Ltrs 720,135 572,911 876,608 554,219
c) HSFO Oil KL 59 852 23,627 342,995
d) Others -- 117,592 -- 97,045
Total 3,442,545 3,510,760
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Rs. in 000's
Particulars 2008-09 2007-08
(A) C.L.F. value of Imports:
0] Raw materials (including components, material in transit,
Material in bonded warehouse) 1,572,330 1,392,404
(i) Capital goods 197,806 1,545,827
(i) Goods for Trading Activity -- 342,995
Total 1,770,136 3,281,226
(B) Expenditure in Foreign Currencies:
0] Interest 89,034 55,371
(ii) Travelling 14,004 21,443
(i) Commission on Exports 55,979 50,901
(iv)  Advertisement & Publicity 6,439 5,074
v) Legal & Professional Fees 9,120 21,091
(vi)  Royalty 55,578 35,852
(vii)  Research & Development Expenditure 5,230 29,651
(viii) At Foreign Branch 3,727 2,463
(ix)  Others 23,096 25,799
Total 262,207 247,645
© Earnings in Foreign Currencies:
0] F.O.B. value of Exports 1,441,888 1,599,739
(i) Other matters 41,205 39,207
Total 1,483,093 1,638,946
(D)  Exchange (gains)/Losses on account of fluctuations in
Foreign Currency rates recognized in the Profit & Loss
account and included in
186,178 24,191
(@ Interest
(b) Miscellaneous Expenses 44,264 20,570
Total 230,442 44,761
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13. Foreign Exchange Derivatives and Exposures not hedged at close of the year

(A) Foreign Exchange Derivatives

In 000’s
Nature of Instrument Currency Sale / Purchase 31.03.2009 31.03.2008
Forward Contracts usD Purchase 10,860 17,673
USsD Sale 6,000 7,000
EUR Purchase 4,254 7,221
EUR Sale - -
JPY Purchase 1,765,548 1,000,000
Option Contracts UsD Purchase 59,160 64,408
USD Sale 46,000 17,250
EUR Purchase - 500
EUR Sale - 1,000
JPY Purchase 5,170,696 6,467,595

All derivative contracts stated above are for the purpose of hedging the underlying foreign currency exposure.

(B)  Exposure not hedged

In 000’s

Nature of Instrument Currency 31.03.2009 31.03.2008
Receivable EUR 261 -

GBP 2 11
Payable SGD 20 -

GBP 43 -
Loan usbD 7,096 10,177

JPY - -
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Details of licensed and installed capacity , production, stock and turnover :

A) Licensed and installed capacity and production
Sr. Licensed Capacity Installed Capacity (b) Production meant for
No. | Class of Goods Unit Sale
2008-09 | 2007-08 2008-09 | 2007-08 2008-09 2007-08
1 | Engines between
2.5 HP to 740 HP (a) Nos. 662,100 | 807,100 130,240 (1) [145,982 (I) 130,240 (I) | 145,982 (1)
2 | Engines above
2400 Hp to 10000 HP (a) Nos. 26 26 12 7 12 7
3 | Generating Sets between
5KVA to 600 KVA (a) Nos. 83,800 | 101,900 4,694 10,931 4,694 10,931
4 | Generating Sets between
1.6 MW to 4.4 MW (a) Nos. 14 14 3 6 3 6
5 | Bimetal Bearings & Nos.
Engine Valves (a), (i) and (j) | (000's) 105,650 | 105,050 49,764 56,940 40,249 52,813
Bimetal Strips (a) and (c) MT 11,981 11,981 2,797 3,140 2,797 3,140
Electricity Windmill (d) Kwh
(000's) 10,400 10,400 10,548 1,461 10,548 1,461
Pump Sets (a) Nos. 210,000 | 230,300 - - - -
R Type Engines (e) Nos. 8,000 8,000 8,000 8,000 - -
10 | Air Compressors Up to
1000 cfm Nos. 500 500 500 500 - -
11 | Diesel / Electric compressors
30 to 2500 cfm Nos. 500 500 500 500 - -
12 | Garage compressors above
5 HP and parts Nos. 250 250 250 250 - -
13 | Air receiver, inter coolers,
heat exchangers and parts
thereof Nos. 500 500 500 500 - -
14 | Car lifts, washers and
lubricants equipments Nos. 300 300 300 300 - -
15 | Aluminium Castings MT NA NA 300 300 - -
16 | Agricultural Implements MT 200 200 200 200 - -
17 | Self Priming Pumps Nos. 3,500 3,500 3,500 3,500 - -
18 | Crankshafts Nos. 43,500(f) | 43,500(f) - - - -
19 | Camshafts Nos. 49,500(f) | 49,500(f) - - - -

a) Licensed capacity is given on the basis of IEM (Industrial Entrepreneurs Memorandum) received by the
Companytill FY 2008-09.

b) Most of the plant and machinery being common for different products manufactured by the company and
installed capacity being dependent on product mix, which in turn is decided by the actual demand for various
products from time to time and also on availing of subcontracting facilities, it is not feasible for the Company to
indicate the exact installed capacity. The Company has, however, indicated the installed capacity on the basis of
year's Product mix as certified by the Technical Personnel and accepted by Auditors, as correct, being technical
matter.

¢) Includes 2,717 MT for internal consumption (Previous year : 3,015 MT)

d) Allforinternal consumption.

e) Unitclosed.

f)  The Company has obtained Letter of intent (ref : LI 2C93/16C92/Fc dated 15.01.1993) issued by Ministry of
Industry, New Delhi to manufacture camshafts and crankshafts.

g) Thecompany also holds permission to manufacture atits Ahmednagar plant, Gas Turbine up to 20 MW capacity
including packaging of various applications.

h) The Company has filed Memorandum under Liberalized License Scheme to manufacture the following items:

1) Control Panels 2) Steam Turbine Generating sets 3) Steam Turbines 4) Canopies for Gensets

i)  Production quantity represents number of components "meant for sale only" and includes components
produced and kept on hold due to technical reason in earlier years and released after inspection which being a
technical matter, is certified by technical personnel and accepted by auditors as correct.

j)  Includes 3,185 Nos (000's) (Previous year : 5,307 Nos in 000's ) for internal consumption.

k) Power Plant Generators soldin FY 2007-08.

I)  Includes 1,433 Nos (Previous year: 1,061 Nos) for internal consumption.

m) Engines Valve businessis sold w.e.f. 1 August 2008.
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15. Managerial Remuneration:
(@ Commission payable to Managing Director, Joint Managing Director, Whole Time Directors and other
Directors: )
Rs in 000's
Computation of Net Profit and Directors' Commission 2008-09
Profit for the year 1,158,930
Add:
Provision for taxation (including Wealth tax) 646,508
Directors' remuneration 80,795
Provision for doubtful debts & advances etc. (Net) 44,982
772,285
Less:
Profit on sale of Mutual Fund Investments (Net) 4,417
Provision no longer required written back 42,775
Surplus on sale of undertaking 65,365
112,557
Profit for the purpose of Managerial Remuneration and Directors'
Commission under Section 349 of the Companies Act, 1956 1,818,658
Managing Director, Joint Managing Director and
Whole Time Directors' Remuneration @10% 181,866
Restricted to 75,595
Non Whole time Directors' Commission @1% 18,187
Restricted to 5,200

(b) Details of payments and provisions included in the Profit and Loss Account on account of remuneration to
Managing Director , Joint Managing Director and Whole Time Directors:

Rs in 000's
Particulars 2008-09 2007-08
Salary 19,562 20,717
Contributions to:
Provident Fund 2,347 2,523
Superannuation Fund 2,933 3,106
Gratuity 9,382 1,110
Leave Travel Assistance 780 780
Leave Encashment 3,265 1,690
Commission 30,000 24,500
Perquisites 7,326 6,670
75,595 61,096
Estimated value of other benefits 1,962 2,342
Total 77,557 63,438
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16.

17.

18.

19.

20.

The Company has amounts due to suppliers under The Micro, Small and Medium Enterprises Development
Act 2006 (MSMED Act) as at 31 March 2009. The disclosure pursuant to the said Act is as under.

Rs in 000's
Particulars 2008-09
Principal Amount due to suppliers under MSMED Act, beyond the appointed day --
Interest accrued and due to suppliers under MSMED Act, on the above amount -
Payment made to suppliers (other than interest) beyond the appointed day, during the year 235,837
Interest paid to suppliers under MSMED Act (Other than section 16) --
Interest paid to suppliers under MSMED Act ( Section 16) -
Interest due and payable to suppliers under MSMED Act , for the payments already made 930
Interest accrued and remaining unpaid at the end of the year to suppliers under MSMED Act 930

The information has been given in respect of such vendors on the basis of information available with the company.

Research and Development Expenditure:

Rs in 000's
Particulars 2008-09 2007-08
Revenue Expenditure 168,991 219,841
Capital Expenditure 20,520 22,229
Total 189,511 242,070

The company, as per Ministry of Corporate Affairs notification dated 31 March, 2009 has exercised the option of
implementing the provisions of newly inserted paragraph 46 of Accounting Standard (AS 11) “The effects of changes
in Foreign Exchange Rates” prescribed by Companies (Accounting Standards) Amendment Rules, 2009. The
Company has outstanding long term foreign currency loans which are categorised as long-term foreign currency
monetary items as referred in the said notification. Accordingly company has capitalised exchange difference loss of
Rs 507,925,078/ pertaining to the current financial year in respect of its foreign currency loans. Such exchange
difference pertaining to financial year ended 31 March 2008 to be capitalised is Rs Nil.

Further, exchange difference so capitalized is amortised over the balance life of the asset and charge for the year is
Rs 53,409,246/- included in depreciation.

As aresult, currentyear's profitis higher by Rs 454,515,832/-.

In case of long term Investments made by the Company, diminution in the value of quoted investments, if any, are not
considered to be of a permanent nature. However provision of estimated diminution in the value wherever
considered necessary by the Management has been made in the Financial Statements.

Disclosure pursuant to Accounting Standard (AS 15) - Revised 2005 "Employee Benefits" prescribed by Companies
(Accounting Standards) Amendment Rules, 2009

a. Defined Contribution Plans:

Amount of Rs 68,265,032/- (Previous year : Rs 77,636,716/-) is recognised as expense and included in
Schedule No 18 "Employee Cost".
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b.
0

(ii)

(iii)

Defined Benefit Plans:

Amount Recognised in the Balance Sheet:

Annual Report 2008-2009

Rs in 000's
31.03.2009 31.03.2008
Particulars Gratuity Pension, Post Gratuity Pension, Post
Retirement Retirement
Medical Scheme Medical Scheme
and Long Service and Long Service
Merit Benefit Merit Benefit
Scheme Scheme
a) Present value of Defined Benefit obligation
@) Funded 332,813 - 353,082 -
(ii) Unfunded 21,662 84,209 12,280 75,134
b) Fair value of Plan Assets (293,789) -- (301,698) --
c) Net Liability/(Asset) recognised
inthe Balance Sheet 60,686 84,209 63,664 75,134
Amount recognised in the Profit and Loss Account are as follows:
Rs in 000's
2008-09 2007-08
Particulars Gratuity Pension, Post Gratuity Pension, Post
Retirement Retirement
Medical Scheme Medical Scheme
and Long Service and Long Service
Merit Benefit Merit Benefit
Scheme Scheme
a) Current Service Cost 30,678 4,788 15,141 2,106
b) Interest Cost 25,341 4,879 22,677 4,648
c) Expected return on Plan Assets (24,279) -- (19,466) --
d) Actuarial Losses/ (Gains) 8,158 7,219 37,098 9,102
Total included in "Employee Cost" 39,898 16,886 55,450 15,856
Reconciliation of opening and closing balances of the Present Value of the Defined Benefit Obligation:
Rs in 000's
2008-09 2007-08
Particulars Gratuity Pension, Post Gratuity Pension, Post
Retirement Retirement
Medical Scheme Medical Scheme
and Long Service and Long Service
Merit Benefit Merit Benefit
Scheme Scheme
a) Present value of Defined Benefit obligation at the
beginning of the year 365,362 75,134 301,528 66,479
b) Interest cost 25,341 4,879 22,677 4,648
c) Current service cost 30,678 4,788 15,141 2,106
d) Actuarial Losses/ (Gains) (27,607) 7,219 68,410 9,102
e) Benefits paid (39,299) (7,811) (42,394) (7,201)
f) Presentvalue of Defined Benefit obligation at the
close of the year 354,475 84,209 365,362 75,134
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(v)

v)

(vi)

(vii)

(viii)

Changes in the fair value of Plan Assets and the reconciliation thereof:

Rs in 000's
2008-09 2007-08
Particulars Gratuity Pension, Post Gratuity Pension, Post
Retirement Retirement
Medical Scheme Medical Scheme
and Long Service and Long Service
Merit Benefit Merit Benefit
Scheme Scheme
a) Fair value of Plan Assets at the beginning of the yea 301,698 - 251,377 --
b) Add :Expected return on Plan Assets 24,279 - 19,466 --
c) Add/(Less):Actuarial Losses/ (Gains) 35,765 -- 31,312 --
d) Add : Contributions by employer 38,285 7,811 41,939 7,201
e) Less: Benefits Paid 34,708 7,811 42,394 7,201
f) Fair value of Plan Assets at the close of the year 293,789 - 301,698 -
Broad Categories of plan assets as apercentage of total assets as at 31 March 2009:
2008-09 2007-08
Particulars Gratuity Pension, Post Gratuity Pension, Post
Retirement Retirement
Medical Scheme Medical Scheme
and Long Service and Long Service
Merit Benefit Merit Benefit
Scheme Scheme
a) Government of India Securities 2% -- 2% --
b) Corporate Bonds 1% - - -
c) Special Deposit Scheme 24% - 23% --
d) Insured Managed Funds 68% - 70% --
e) Others 5% -- 5% --
Total 100% -- 100% -
Actuarial Assumptions as at 31 March 2009:
2008-09 2007-08
Particulars Gratuity Pension, Post Gratuity Pension, Post
Retirement Retirement
Medical Scheme Medical Scheme
and Long Service and Long Service
Merit Benefit Merit Benefit
Scheme Scheme
a) Discount Rate 6.70% 6.70% 7.60% 7.60%
b) Expected rate of return on Plan Assets 8.00% -- 8.00% --
c) Salary Escalation rate - Management Staff 7.50% -- 7.50% --

The liability for the compensated absences as defined in AS 15 (revised 2005) has been provided on actuarial basis.
Para 132 of AS 15 (revised 2005) does not require any specific disclosure except where the expense resulting from
compensated absences is of such size, nature of incidence that its disclosure is relevant under other accounting
standard. In the opinion of the management, the expenses resulting from compensated absences is not significant

and hence no disclosure is prepared under various paragraph of AS 15 (revised 2005).

General descriptions of Significant Defined plans:

The Company operates gratuity plan wherein every employee is entitled to the benefit as per scheme of the
Company, for each completed year of service. The same is payable on retirement or termination whichever is earlier.
The benefit vests only after five years of continuous service.
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21. Segment information as required by Accounting Standard (AS 17) “Segment Reporting” prescribed by Companies
(Accounting Standards) Amendment Rules, 2009 is set out in a separate statement annexed to the schedule.

22. Related parties, as defined under Clause 3 of Accounting Standard (AS 18) “Related Party Disclosures” prescribed
by Companies (Accounting Standards) Amendment Rules, 2009, have been identified on the basis of representation
made by the Key Management Persons and taken on record by the Board. Disclosure of transactions with Related
Parties are as under.

(A) Name of the related party and nature of relationship where control exists:

1.

Subsidiary Company
Kirloskar Engines India Limited (Incorporated on 12 January,2009)

Associate Companies

Kirloskar Integrated Technologies Limited (Formerly Known as Kirloskar Kisan Equipment Limited)
Kothrud Power Equipments Limited

Kirloskar Ferrous Industries Limited

Joint Venture Companies

Kirloskar Toyoda Textile Machinery Private Limited
Denso Kirloskar Industries Private Limited
Kirloskar Kenya Limited

T. G.Kirloskar Automotive Private Limited

Toyota Tsusho India Private Limited

Toyota Kirloskar Auto Parts Private Limited

Toyota Kirloskar Motor Private Limited

Companies controlled by Key Management Personnel
Cess Investments & Consultants Private Limited

Navsai Investments Private Limited

Achyut & Neeta Holding & Finance Private Limited

Alpak Investments Private Limited

5. Key Management Personnel & their relatives

Key Management Personnel

Relatives

Name

Designation

Atul C. Kirloskar Chairman & Managing Director | Arti A.Kirloskar, Gauri A. Kirloskar, Aditi A. Kirloskar,

Sanjay C. Kirloskar, Rahul C. Kirloskar,

Suman C. Kirloskar

GautamA. Kulkarni| Joint Managing Director Jyotsna G. Kulkarni, Nihal G. Kulkarni, Ambar G. Kulkarni,

Ashwini H. Parulkar, Neeta A. Kulkarni

Rahul C. Kirloskar | Whole time Director AlpanaR. Kirloskar, Aman R. Kirloskar, Alika R. Kirloskar,

Atul C. Kirloskar, Sanjay C. Kirloskar, Suman C. Kirloskar

R.R.Deshpande Whole time Director VeenaR. Deshpande, Kaustubh R. Deshpande,

Saurabh R. Deshpande, D. R. Deshpande,
P.R. Deshpande, R. G. Deshpande, Leela R. Deshpande

Kumar Kanetkar * Chief Commercial Officer Bridget K. Kanetkar, Yatin K. Kanetkar, Tanya M. Kane,

Meenal Strietzel, Madhav D. Kanetkar,
Kusum M. Kanetkar

*Till 30 September 2008
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(B)

Related Party Transactions

Rs In 000's
Key Relatives
Nature of T ransaction Year Subsidiary Associate Joint V enture Management of Key
Company Companies Companies Personnel Management
Personnel
Sale of Goods 2008 - 09 -- 1,120,039 42,910 - -
2007 - 08 -- 6,439 25,764 - -
Purchase of Goods 2008 - 09 - 748,913 48,388 - -
2007 - 08 - 873,996 156,255 - -
Rendering of Services 2008 - 09 -- 5,730 -- 69,696 --
2007 - 08 - 13,250 - 56,933 -
Rent Paid 2008 - 09 -- - - - 5,400
2007 - 08 -- 3,000 - 533 4,950
Dividend Paid 2008 - 09 - - - 167 415
2007 - 08 - - - 334 830
Dividend Received 2008 - 09 -- - 13,752 - -
2007 - 08 - 49,494 3,996 - -
Lease Rent Received 2008 - 09 -- - -- -- --
2007 - 08 - 513 - - -
Purchase of assets 2008 - 09 -- 20,584 47,185 -- --
2007 - 08 - 12,590 157,887 - -
Sale of assets 2008 - 09 -- -- -- -- --
2007 - 08 - 52,000 - - -
Loans & advances given 2008 - 09 - 20,511 1,220 - -
2007 - 08 - 97,530 81,275 - -
Investments made 2008 - 09 1,000 - - - -
2007 - 08 - - - - -
Qutstanding as on
31 March 2009
Receivables 2008 - 09 1,949 380,309 9,883 - -
2007 - 08 - 3,515 9,173 - -
Payables 2008 - 09 - 88,359 143 30,000 -
2007 - 08 - 103,251 4,665 24,500 -
Loans & Advances given 2008 - 09 -- 13,671 -- -- 20,000
2007 - 08 - 48,537 623 - 20,000
Investments 2008 - 09 1,000 1,651,220 2,449,076 - -
2007 - 08 - 1,651,220 2,449,076 - -
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23.

24.

25.

Earning Per Share (Basic and Diluted)

Annual Report 2008-2009

Rs in 000's

Particulars 2008-09 2007-08

Profit for the year after taxation 1,158,930 1,189,516
Total number of equity shares at the end of the year 194,173,000 194,173,000
Basic and Diluted Earning Per Share 5.97 6.13

Earning per share is calculated in accordance with Accounting Standard (AS 20) "Earning Per Share" prescribed by
Companies (Accounting Standards) Amendment Rules, 2009, after considering the issue of Bonus Shares in the
ratio of 1:1 allotted on 3 November 2007.

As required by Accounting Standard (AS 22) "Taxes on Income" prescribed by Companies (Accounting Standards)

Amendment Rules, 2009, the Company has recognised deferred taxes, which result from timing differences
between book profits and tax profits for the year aggregating Rs 20,920,551/- in the Profit and loss Account, the

details of which are as under.

Rs in 000's

Particulars Balance as at | Arising During | Balance as at
1 April 2008 the year | 31 March 2009
(i) Deferred Tax Liabilities
a) Depreciation 523,119 79,316 602,435
(i) Deferred TaxAssets
a) Disallowance under section 43B of Income Tax Act 116,448 (8,089) 108,359
b)  Provision for doubtful debts and
Advances 66,247 33,267 99,514
¢) VRScompensation 4,295 6,466 10,761
d) Others 39,929 26,751 66,680
Total (a+b+c+d) [ii] 226,919 58,395 285,314
Deferred Tax Liability (Net) [i-ii] 296,200 20,921 317,121

The disclosures required by Accounting Standard (AS 26) "Intangible Assets" prescribed by Companies (Accounting
Standards) Amendment Rules, 2009 are as follows:

Rs in 000's

Intangible Assets Drawings & Computer Technical Development Total

Designs Software Know-how Expenditure
Gross Carrying Amount
As at 31 March 2008 148,952 63,549 - - 212,501
Additions - - 23,088 12,000 35,088
Adjustments/Deductions -- 799 -- -- 799
As at 31 March 2009 148,952 62,750 23,088 12,000 246,790
Amortisation
Up to 31 March 2008 134,352 29,836 - - 164,188
Forthe Year 2,120 12,585 545 1,000 16,250
Adjustments/Deductions -- 228 -- -- 228
Up to 31 March 2009 136,472 42,193 545 1,000 180,210
Net Block
As at 31 March 2009 12,480 20,557 22,543 11,000 66,580
As at 31 March 2008 14,600 33,713 - - 48,313
a) Useful life 115 months 60 months 72 months 36 months
b) Amortisation method Straight Line | Straight Line | Straight Line Straight Line
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26.

27.

28.

29.

The disclosures required by Accounting Standard (AS 29) “Provisions, Contingent Liabilities, Contingent Assets”
prescribed by Companies (Accounting Standards) Amendment Rules, 2009 are as follows:

Rs in 000's
Carrying Provision made Amounts Amounts Carrying
Class of amount as on / Increase used during reversed amount
Provision 1 April 2008 (Decrease) in the year during the as on
Provision year 31 March 2009
Warranty 204,996 284,389 (246,435) (2,108) 240,842

Nature of Obligation

Warranty is given to customers at the time of sale of engines and generating sets manufactured. Warranty cost
includes expenses in connection with repairs, free replacement of parts / engines and after sales services during
warranty period which varies from 1 year to 4 years.

Expected Timing of resulting Outflow:
Majority of warranty cost will be incurred in the next financial year and balance will be incurred in the following years.

Company has outstanding currency option contracts (hedging instruments) which are bought by the company to
hedge a part of its highly probable forecast export transactions. These currency option contracts are designated as
cash-flow hedges in terms of Accounting Standard (AS 30) “Financial Instruments - Recognition and Measurement”
prescribed by Companies (Accounting Standards) Amendment Rules, 2009. These currency option contracts are
effective hedges on applying the principles of hedge accounting as set out in AS-30. Hence mark to market (MTM)
loss of Rs 480,825,483/- (as per the computation provided by the Forex consultant) in respect of these currency
option contracts as on 31 March, 2009 is recognised directly in reserves. Actual gain or loss on exercise of these
currency option contracts or any part thereof is recognised in the profit & loss account. Hedge accounting will be
discontinued if the hedging instrument s sold, terminated or no longer qualifies for hedge accounting.

Disclosure required as per clause 32 of the Listing Agreement are as follows:

Rs in 000's
Loans and Advances Investments
Name of the Company Amount Maximum balance Amount
outstanding as at outstanding outstanding as at
31 March 2009 during the year 31 March 2009
Rs Rs Rs

Wholly Owned Subsidiary
Kirloskar Engines India Limited 1,949 1,949 1,000
Associates
Kothrud Power Equipments Limited -- -- --
Kirloskar Integrated Technologies Limited -- -- 16,500
Kirloskar Ferrous Industries Limited -- - 1,634,720

There are no loans and advances in the nature of loans to firms/companies in which Directors are interested.

The Company, in order to hedge its price exposure on imports of “Decanalised Petroleum Products” viz Fuel Oil, was
entering into Hedging Contracts on Over The Counter (OTC) assessments, in terms of Para 6 of Notification Number
FEMA 25/RB-2000 dated 3rd May 2000, on the basis of RBI approval accorded to the Company. The Company does
not intend to enter into hedging contracts under the RBI approval accorded for the same. The relevant compliances
are being sought.

There is no outstanding exposure as on 31 March 2009 on account of commodity hedging contracts for Fuel Oil.
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30. The Board of Directors of the Company in its meeting held on 28 March 2009 has approved the scheme of
arrangement between the Company (proposed Demerged Company) and Kirloskar Engines India Limited (proposed
Resulting Company) for demerger of Engine and Auto Components business into Kirloskar Engines India Limited
(KEIL), a wholly owned company promoted and incorporated by the Company. Investments, Windmills and Freehold
Land and Buildings will remain with the Company.

The Appointed Date of the proposed Scheme of Arrangement for Demerger is 1 April 2009.

The demerger scheme is subject to the approval of the stock exchanges, Company's shareholders and the Hon'ble
High Court of Mumbai and the necessary approvals under various statutes.

After receipt of all approvals as mentioned, KEIL will be renamed as KOEL and the existing KOEL will be given a new
name.

The Company has, as required by the provisions of the Listing Agreement with Stock Exchanges, filed the draft
Scheme of Arrangement for Demerger, for their approval.

31. The Company has promoted and incorporated a wholly owned subsidiary in the name of Kirloskar Engines India
Limited on 12 January 2009. The said Company will be used for the purpose of taking over the Engine and Auto
Component business of demerged company on a going concern basis pursuant to the proposed Scheme of
Arrangement.

As such investment in subsidiary is held exclusively for such a purpose, in view of para 11 (a) of Accounting Standard
(AS 21) “Consolidated Financial Statements” prescribed by Companies (Accounting Standards) Amendment Rules,
2009, the consolidated accounts have not been prepared.

Moreover, first financial year of the subsidiary company is from 12 January 2009 to 31 March 2010. In view of the
extended financial year of the subsidiary, its accounts are not attached in this Annual Report as required under Section
212 ofthe CompaniesAct, 1956.

32. Previous year's figures have been re-grouped wherever considered necessary to make them comparable with those
ofthe currentyear.

During the year, the Company has sold its Valves Division w.e.f. 1 August 2008 and therefore current year's figures are
not comparable with those of previous year.

33. Figures less than Rs 500 have been shown at actuals in bracket as the figures have been rounded of to the nearest

thousands.
34. Information required in terms of Part IV of Schedule VI of the Companies Act, 1956 is attached.
Signatures to the Schedules 1 to 23, forming part of the Financial Statement.

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

For and on behalf of ATUL C. KIRLOSKAR GAUTAM A. KULKARNI
Chairman & Managing Director Joint Managing Director

DALAL & SHAH

Chartered Accountants

SHISHIR DALAL SANJAY D. PARANDE ADITI CHIRMULE

Partner Chief Financial Officer Company Secretary

Mumbai : 24 April 2009 Pune : 24 April 2009
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Annexure referred to in Note No. 21 of Notes forming part of the Financial Statements

Segment reporting as required by Accounting standard 17:

(Rs. In ‘000)
. Year ended (Audited)
Particulars
31-03-2009 31-03-2008
1 |Segment Revenue
a Engines 20,783,147 20,487,423
b Auto Components 1,213,603 1,405,651
c Others 87,025 438,133
Total 22,083,775 22,331,207
Less: Inter segment revenue 135,525 214,465
Net Sales / Income from Operations 21,948,250 22,116,742
2 | Segment Results
Profit (+) / Loss (-) before tax and interest from each segment
a Engines 1,990,844 1,998,420
b Auto Components 62,448 (29,925)
c Others 27,590 (8,769)
Total 2,080,882 1,959,726
Less:
i Interest 375,953 197,054
ii Other Unallocable expenditure net off unallocable income (200,509) (111,404)
Total Profit Before T ax 1,805,438 1,874,076
3 | Total carrying amount of segment assets
a Engines 11,729,448 12,301,371
b Auto Components 666,609 1,582,988
c Others 5,872,481 5,443,270
Total Segment assets 18,268,538 19,327,629
4 | Total amount of segment liabilities
a Engines 4,311,389 5,850,168
b Auto Components 208,763 298,121
c Others 340,569 304,312
Total Segment liabilities 4,860,721 6,452,601
5 | Capital Employed
(Segment assets - Segment liabilities)
a Engines 7,418,059 6,451,203
b Auto Components 457,846 1,284,867
c Others 5,531,912 5,138,958
Total capital employed in the company 13,407,817 12,875,028
6 | Total cost incurred during the year to acquire segment assets that are
expected to be used during more than one period
a Engines 1,365,730 3,951,023
b Auto Components 113,445 240,332
c Others - 23,013
Total assets acquired 1,479,175 4,214,368
7 | Depreciation & Amortisation
a Engines 690,447 286,807
b Auto Components 62,299 82,475
c Others 51,338 69,278
Total Depreciation & Amortisation 804,084 438,560
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VI.

Registration Details

Registration No.

[L]2]o]a]1]2]p[nj1fo]7[s]r[L|c]o]s]s]o]7]2]

State Code

Capital raised during the year: (Amount in Rs. Thousands)

Public Issue

L Infrgef ]

Bonus Issue

Ll Infrfef ]

Balance Sheet Date

[3[2] [ofs] [ofo]

Rights Issue

Ll INfefe] ]
Private Placement

Ll INfefe] ]

Position of Mobilisation and Deployment of Funds (Amount in Rs. Thousands)

Total Liabilities
[1]3]4fof7]8[1]7]

Sources of Funds
Paid Up Capital

| | [3]8[8]3]4]s]
Secured Loans
| [3]4]8f9]3]9]1]

Application of Funds
Net Fixed Assets

L le][7]2]9]7]8]5]
Net Current Assets
| [t][o]s5]9]2]0]0]
Accumulated Losses

LN T
Performance of the Company (Amount in Rs. Thousands)
Turnover

[2]2]o]8]1]o]7[1]

Profit of Company
Profit/(Loss) before tax

[ [1]s]ofs[4]3]8]
Earning per share (Rs.)

LI L] Is] Jef7]

Total Assets
[1]3[4]of7[8[1]7]

Reserves and Surplus
[ [o]2]1]2]a]9]9]
Unsecured Loans

LI [ ][ J4]efo]

Investments
L 4]7]1[s]8]3]2]
Misc. Expenses

Ll Infrfef | ]

Total Expenditure
[2]o]s]4fo]o]o]8]

Profit/(Loss) after tax
| [2]z]s[8[o]3]0]
Dividend Rate %

LI T[] Isfo]

Generic name of three principal products/services of Company (as per monetary terms)

sneziete [ILTols]

Product Description I [N|T|E|R[N|JA|L

D

L E|N

| |E|SI|E
176 codey [8]4].]o]9]

Product Description

[efrm]ejT]alL] [Bfeja[ri]njefs] | | | [ |

(7C Godiey 8[s] To[2]

Product Description

[ele[nje[rfa|T]t|nfe] [s|efrfs] | [ | | [ |
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TEAR HERE

KIRLOSKAR OIL ENGINES LIMITED
Regd. Office : Laxmanrao Kirloskar Road,
Khadki, Pune 411 003 (Maharashtra)
ATTENDANCE SLIP
Annual General Meeting on 18 July , 2009 at 11.00 A.M.

(=Yoo oY =o] I To ]\ (o A ] = o IF= U (o @ 1 =T o o SRR

| certify that | am a member / proxy for the member of the Company.

| hereby record my presence at the Annual General Meeting of the Company at Kirloskar Kisan Premises,
13A, Karve Road, Kothrud, Pune —411 038, on Saturday, 18 July 2009 at 11.00 A.M.

Note : Please fill in this Attendance Slip and hand over at the entrance of the Hall.

TEAR HERE

KIRLOSKAR OIL ENGINES LIMITED
Regd. Office : Laxmanrao Kirloskar Road,
Khadki, Pune 411 003 (Maharashtra)

PROXY FORM
A= TP TP PPPPPPPPRPPPPPRT
L.F.No/DPIdand Clientld ..........cccuveeeeiiiiiinee e OF e
being member/members of Kirloskar Oil Engines Limited do hereby appoint ...........ccccccoviiiiiiiiiiiiiiiiiiiiieeeeen,
............................................................... Of e e O falliNg
hiM/Ner ... Of o as my/our proxy in

my/our absence to attend and vote for me/us and on my/our behalf at the Annual General Meeting of the
Company, to be held at Kirloskar Kisan Premises, 13A, Karve Road, Kothrud, Pune —411 038 on Saturday, 18
July 2009 at 11.00 A.M. and at any adjournment/(s) thereof.

Inwitness whereof, I/we have set my/our hand/(s)onthis..............ccvvveeen. dayof....cceveveeiiiiiiinnnnnn, 2009.
Please
affix
15 paise
(Signature of the member across the stamp) | Revenue
Stamp

Note : This form, in order to be effective, should be completed, duly signed, stamped and must be
deposited atthe Registered Office of the Company, not less than 48 hours before the meeting.
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