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To be a world-class enterprise producing international standard quality
products for the defence industry.

JMISSION:,
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To establish itself as a leading manufacture in the aerospace & underwater weapons
industry and emerge as a world class sophisticated, state-of the-art, global enterprise,
providing solutions to the security system needs of the country.
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To become self-realiant and competitive in Guided Missile and Underwater
Guided Weapon Technology and Production.

b) Tomaximise utilisation of existing production capacities.




Dr. B D NAGCHAUDHURI
Chairman
22-09-1970 To 29-09-1975

AvM S J DASTUR (Retd)
Managing Director
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CMDE S RAO, VSM (Retd)
Chairman & Managing Director
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PROF. M G K MENON
Chairman
29-09-1975 To 30-12-1977
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BRIG J P ANTHONY (Retd)
Managing Director
11-04-1974 To 31-08-1977

Shri S GOVINDARAJAN
Officiating Chairman &
Managing Director
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Chairman & Managing Director
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Chairman
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Shri ZP MARSHALL
Managing Director
01-10-1980 To 07-11-1988

\

SHRI GVBB SARMA
Officiating Chairman &
Managing Director
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Chairman & Managing Director
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Chairman
30-08-1982 To 09-09-1990
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Managing Director(1988-90)
Chairman & Managing Director
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24-07-2002 To 27-04-2005
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Audit Committee
Shri AK Kapoor - Chairman
Part Time Non Official Director

Shri PK Mishra - Member
Government Director
Shri V Udaya Bhaskar - Member
Director (Production)
Shri M Lakshmi Narayana - Secretary

Company Secretary

Principal Executives
Shri M Eshwar, ITS

Chief Vigilance Officer
Dr. N K Raju
Executive Director (P&A)
Shri L. Dhananjay
Executive Director (D&E) [upto 31 Oct 2013]
Shri P. Madhava Rao
Executive Director (SAM) [upto 30 Nov 2013]
Shri PRV Prasad
Executive Director (Bhanur Unit) [upto 28 Feb 2014]
Shri R Balakrishnan
General Manager (CC & CP) [upto 31 May 2013]
Shri B Siva Rama Prasad
General Manager (Technical Services)
Shri PK Divakaran
General Manager (AGNI — BM)
Shri V Narsimha Reddy
General Manager (MNR)
Shri G Jai Ram Reddy
General Manager (AKASH - GS & PMG)
Shri G Dattu Kumar
General Manager (AKASH — GSD)
Shri ES Mohan Reddy
General Manager (Finance)
Shri NP Diwakar
General Manager (AKASH)
Shri V Gurudatta Prasad
General Manager (Bhanur Unit)

Auditors

M/s. Laxminiwas Neeth & Co.
Chartered Accountants,
Hyderabad




44 ANNUAL REPORT 2013-14

Internal Auditors
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M/s. M. Bhaskara Rao & Co., Chartered Accountants
M/s. D.V.Ramana Rao & Co., Chartered Accountants
M/s. Ramamoorthy (N) & Co., Chartered Accountants
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M/s. Narasimha Rao & Associates, Chartered Accountants
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Tax Consultants

Bansal & Dave,
Chartered Accountants

Legal Advisers

Shri K Srinivaa Murthy
Shri D Ravi Shankar Rao

_____ Bankers

Andhra Bank
State Bank of India
Axis Bank

Registered Office

Kanchanbagh Post
Hyderabad - 500 058
Telangana, India

Epabx 040-24587466 & 040-24587777
Fax - 040 24340464

bdlitd@ap.nic.in

http://bdl.ap.nic.in
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&9 991 Y¥ EuTd TEN YEARS AT A GLANCE & wi core
oo gﬂa'lé 2004-05 2005-06 2006-07 2007-08 2008-09 2009-10 2010-11 2011-12 2012-13 2013-14
Particulars Units

EEa ?EFa_S,'Cr. 450.98 531.53 43351 45438 464.82 627.23 939.16 959.12 1074.71 1779.89
Sales
m&ﬁﬂmﬁﬂéﬂﬁm ?%‘?{30. 14.81 2.75 (47.67) 51.47 58.24 438 (28.18) 33.82 100.81 24.60
Changes in WIP/SIT
e He ?ER"I%}Cr. 465.79 534.28 385.84 505.85 523.06 631.61 910.98 992.94 1175.52 1804.49
Value of Production
Il @ @ ?WCE 313.47 329.01 239.89 351.99 364.84 438.01 580.14 633.53 779.57 1226.01
Material Consumption
Qﬁ_\:l%ﬁﬂﬁq 3 W@I‘s’ Cr. 152.32 205.27 14595 153.86 158.22 193.60 330.84 359.41 395.95 578.48
Value Added
b Qﬁ «H 3 3!’7@'5’ Cr. 52.28 118.81 50.80 72.49 74.23 50.63 79.17 348.19 419.06 508.59
Profit Before Tax
EXEIE] % 9% T 4 a,—ag cr. 30.66 76.72 32.74 47.65 47.67 33.77 51.70 23496 288.40 345.51
Profit After Tax
éﬁa‘& 3 Eb—@rs' Cr. 115.00 115.00 115.00 115.00 115.00 115.00 115.00 115.00 115.00 115.00
Equity
uﬁm@aﬁ:ﬁmﬁr&r ?Eb_@lg_Cr. 307.22 357.79 363.62 384.37 405.13 412.08 437.05 617.38 838.30 1102.97

Reserves & Surplus

Wﬁ@'(‘fﬁﬁ’ﬁﬁ B, BISHT) ?WCK 330.28 333.51 359.09* 376.49 403.42 461.20 488.08 604.24 711.55 834.56
Gross Block (Excl. Cap. WIP)

W—ﬂ?ﬁ THAS Cr. 384.62 45453 338.92 434.25 623.11 570.26 502.19 602.57 1006.53 1382.51
Inventory

ARH <MY ?EF{‘)I'g'Cr. 24.17 13.87 19.51 21.54 8.95 33.58 45.15 88.39 281.55 398.81

Trade Receivables

HET G g %S Cr. 31621 361.94 37179 38496 404.86 360.44 370.66# 458.97 614.58 811.68
Working Capital

Frafa oo ? ®d% Cr.  396.03  437.84 458.15% 47859 508.81 503.66 511.79# 670.64 89259 1171.28
Capital Employed

e Ao T &3S Cr. 407.99  457.09 470.86* 495.55 519.93 526.88 551.85 732.19 953.08 1217.75
Net Worth

FHHAMET B G e Nos. 2909 2814 2742 2715 2788 2894 2897 3142@ 3300 3266

Number of Employees

HHART T AR T HAS Cr. 81.99 84.71 94.71 149.63 151.16 178.84 234.53 240.32 258.99 307.28
Employee Cost

aifvafe gfd . W aRated g0 1.86 2.42 1.54 1.03  1.05 1.08 141 1.50 1.53 1.88
Value Added Per X of Wage N

Rafsd ge gt wHamrt ¥ @@ Lakh 5.24 7.29 5.32 567 567 669 11.42 11.44@ 12.00 17.71

Value Added Per Employee

gt 9ER o (3 0 TE) . 267 667 285 414 415 294 450 2043 2508 3004

Earnings Per Share (EPS)

* 2006-07 T T qREURTE BT SIS $ TR % HRUT a9 2007-08 F Yeiaeienor ot 7. # a¥ uRafed sggel VI % STgey A8l T&d B 6 BRI a9
2011-12 & 9 : FEEIT.

@ STEITRI HHANAT Bl THDNSTT B b [T G areiehuT {oha .

* Re-adjusted due to regrouping of Fixed Assets Schedule of 2006-07 in the year 2007-08. # Re-adjusted due to Presentation of Accounts as per
Revised Schedule VI from 2011-12 onwards.

@ Re-adjusted to include temporary Employees.
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Shri SN Mantha

GOVERNMENT DIRECTORS INDEPENDENT DIRECTOR WHOLE TIME DIRECTORS

(i

Shri SV Subba Rao Shr| V Uda a Bhaskar AVM(Retd) NB Singh,

Director (Finance) Director roduc(lon)

D\rectnr lTen:hmcaI}
From 01 Aug 2013 (From 01 Apr 2014)

Smt Kusum Singh Shri RG Viswanathan
Addi FA (R&D), DRDO
Joint Secretary, Ministry of Defence

Shri AK Kapoor

Emeritus Scientist DRDO

Joint secretary, DDP, MoD Ministry of Defence

PERMANENT SPECIAL INVITEES COMPANY SECRETARY

Vice Admiral Sunil Lanba Lt Gen CA Krishnan Air Marshal RK SHARMA, Dr. K. Jayaraman
AVSM UYSM,AVSM PVSM,AVSM,VM,ADC Director DRDL

Vice Chief of Naval Staff Dy Chief of Army Staff Vice Chief of Air’Staff
(From 02 Jun 2014) (From 01 May 2014) (From 01 Jan 14)

."
Shri M Lakshmi Narayana

FORMER DIRECTORS / PERMANENT SPECIAL INVITEES

| P {

= VI . - . . . .
Shri S Som, Sc”"H Prof RK Mishra Shri KL Mehrotra Shri PK Mishra Vice Admiral RK Dhowan
Director, DRDL, Hyderabad. Senior Professor and Director Former CMD, Manganese Ore (1) Ltd Joint Secratery, DDP, MoD PVSM, AVSM, YSM
(Upto 30 Jun 2014) Institute of Public Enterprise lUplL) 07 Mar 2014) . (Upto 31 Jul 201;1) Vice Chief of Naval Staff
(Upto 07 Mar 2014) (Up to 01 Jun 2014)

FORMER DIRECTORS / PERMANENT SPECIAL INVITEES

Lt Gen Narendra Singh Air Marshal Arup Raha

SM, VsM PVSM, AVSM, VM, ADC
Dy Chief of Army Staff (P&S) (Ex-Officio) Vice Chief of Air S(aff (Ex-Offlcio)
Up to 30 Apr 2014] (Up to 31 Dec 2013)
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Directors’ W

Shri SN Mantha is an Engineering Graduate from Benaras Hindu University
Varanasi. He did his Master of Business Administration (MBA) from
IGNOU, New Delhi. He has a brilliant academic record. He passed his
Engineering with Distinction and MBA in First Class. He joined BDL in
March, 1987. During the Project Stage in Bhanur Group of BDL, he was
instrumental in establishing Component Production, Tool Room
Departments and later on contributed in indigenisation of Konkurs Missile
Components and Unified Launcher successfully. Considering his vast
technical knowledge and professional skills he was appointed
Director (Tech) on the Board of BDL from 01 Oct 2008. Thereafter in view
of his vast experience in Missile Industry, Management Skills and

Shri SN Mantha Professional abilities, he was appointed as Chairman and Managing
Chairman & Managing Director Director on the Board of BDL since 01 Apr 2012.

Smt. Kusum Singh Post Graduated in MA Economics from Delhi College of Economics.
She belongs to Indian Railway Personnel Service (IRPS) 1984 Batch. Smt. Kusum Singh
Held Various postings with Ministry of Railways CRIS(Centre for Railway Information
System); etc. Prior to Joint Secratery (Personal and Co-ordination)/ (ES), Department of
Defence Production, Ministry Of Defence.

Smt. Kusum Singh is appointed as Government Nominee Director on the Board of BDL
Since 29 Aug 2014.

N

~Smt. Kusum Singh
Joint secretary, DDP, MoD

Shri RG Viswanathan belongs to 1987 batch of IA&AS. He worked as
Financlal Advisor in Oriental Insurance Company during 2001 to 2006. He
also worked as Principal Director Audit, Scientific Department, New Delhi
from Nov 2006 to May2011 and was responsible for audit of all Scientific
Ministries/Departments of Government of India. He also worked as
Director in the office of Principal Director of Audit, India Audit Office,
London from Mar 1998 to Dec 2001.

Shri RG Viswanathan is on the Board of BDL as Government Director since
15Jun 2011.

Shri RG Viswanathan

Addi FA (R&D), DRDO
Joint Secretary, Ministry of Defence
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Shri Anand Kumar Kapoor is Graduated in Aeronautical Engineering from
Punjab Engineering College, Chandigarh. He also did M. Tech in Aeronautical
Engineering from 1T, Madras. He started his career as Senior Scientific Officerin
DRDL, Hyderabad in 1971 and thereafter elected as Project Director, Trishul. He
also worked as Director CFEES, New Delhi from June 2002 to June 2008 and
Emeritus Scientist in DRDO, New Delhi from Feb 2008 to Jan 2010.Shri AK
Kapoor has published number of papersin several magazines during 1987 to
2002 on topics like Development of Dual Thrust Propulsion Systems’,
‘Enhancement of Performance of a solid Rocket Motor of Surface to Air Missile
etc. During his tenure in DRDL, he was honored as DRDO Scientist of the yearin
. 1998 and DRDO Technology Spin Off award in the year 2006.
Shrl_ AK_ Ka pletels Shri AK Kapooris onthe Board of BDL as Part Time Non Official Director since
Emeritus Scientist DRDO
Ministry of Defence 16 Feb 2012.

Shri SV Subba Rao is a First Class Science Graduate and a Fellow Member of the
nstitute of Chartered Accountants of India. He joined the companyin 1983 and
astered in all areas of Finance. He has contributed in formulating Investment Policy,
Accounting Policies of the Company and designed Centralized Cash Management
Systems and Centralized Pay Roll Systems which substantially saved manpower
equirementsin Finance Department.
Shri SV Subba Rao actively participated in Price negotiations with the
ustomers/Ministry of Defence /Suppliers and contributed substantial' saving to the
ompany. He also played a key-role in switching over of the accounts from manual
systems to DOS Platform and thereafter to Oracle and the same systems are in —
operation effectively and successfully for the past several years. ‘

Shri SV Subba Rao is appointed as Director (Fin) on the Board of Bharat Dynamics .
imited since 01Jul 2011. Shri SV Subba Rac

Director (Finance)

Shri V Udaya Bhaskar has rich experience in Missile Production spanning over 23
years which included areas like indigenization of Invar, konkurs-M Missiles,
Assembly, Integration and Testing of Missiles, Vendor Development etc. He led the
ISO core team for implementation of 1ISO 9001:2000 version and also monitored
1SO 9001:2008 Quality Management Systems at BDL, Bhanur Unit.

@ Shri V Udaya Bhaskar is the recipient of prestigious Raksha Mantri Innovation
_ 3 Award in Group/individual category for the year 2010-11 for his distinguished
. contribution in establishing Ballistic evaluation Method using T-72 fixed firing stand
i }{j forindigenization of explosives charges of Invar Missiles.

ShriV Udaya Bhaskar is appointed as Director (Prod) on the Board of BDL since

Shri V Udaya Bhaskar o1 Aug2013.

Director (Production)
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AVM/(retd) N B Singh

AVSM, VSM
Director (Technical)

Air Vice Marshal(Retd) NB Singh, AVSM, VSM was commissioned in the Aeronautical Engineering (Electronics)
stream of the Indian Air Force on 01 Jan 1979, the Officer has a brilliant academic record of distinction in Electrical
Engineering, He is Fellow of Electronics and Telecommunication (FIETE). In his 35 years of service in the Indian Air
Force, has held many important appointments.

During his tenure as Senior Technical Officer of a Radar Unit, he successfully carried out a modification to improve
the operational efficiency of the equipment. As a result the reliability of the Air Defence System improved and the

officer was commended by the Chief of Air Staff on 15 Aug 1988.

In 2003 the Officer was tasked to upgrade the French make High Power Radar. The task was completed in record time
and in excellent manner. His outstanding contributions and services beyond call of duty was recognized and the
officer was awarded Vishishtha Seva by the President of India on 26 Jan 2006.

He also held the appointment of Assistant Chief of Air Staff (Signals&Information Technology), Commanded
ADGES Maintenance Standard Establishment (AMSE) and Master Control Centre and excelled in all the fields. In
this tenure at Air Headquarters as Assistant Chief of Air Staff (Signals & Information Technology) the pan India
gigabyte communication network projed AFNET' was conceptualized, steered and dedicated to the Nation by
Raksha Mantri on 14 Sep 2010. AFNET based WCDMA 3G Mobile for Air Force was also conceived and initiated in
this tenure. In his last assignment as Assistant Chief of Air Staff (Communication) phase-l of WCDMA project
connecting every Air Warrior on move was completed and AFCEL Communicator was launched. His efforts
contributed immensely towards transforming Indian Air Force into a true Net Centric Force.

As a Senior Maintenance Staff Officer HQ SWAC, he was instrumental in improving the availability and
serviceability of Aircraft and Ground Equipment for operational exploitation. He also has been part of planning
group to conduct Air Force level exercise " Iron Fist 13" and the same was witnessed and appreciated by President,
Prime Minister and other dignitaries as well as foreign diplomatic corps. Officers where IAF demonstrated its fire
power in net centric environment, For his distinguished services of highest order, the officer was awarded Ati
Vishishtha Seva Medal by the President of Indiaon 26 Jan 2013.

AVM(Retd) NB Singh, AVSM, VSM is appointed as Director (Technical) on the Board of BDL since 01 Apr 2014.
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Shri KL Mehrotra is graduated in Chemical Engineering from Banaras Hindu University in
1970. He has over 40 years of experience in various positions in Private, State and Central
organizations. He was Managing Director in Praga Tools Limited, Hyderabad during 2001 to
2005 and also Chairman-cum- Managing Director in Manganese Ore(India) Limited,
agpur from Jul 2005 to Oct 2008, He has presented a number of papers in National and
nternational Seminars/Conferences.

Shri KL Mehrotra is the recipient of Indira Gandhi and Rajiv Gandhi best CEO Award for the
ears 2007 and 2008. He is author of popular books like " Path to Profitability Business
Plan, Turmoil to Triumph etc "

Shri KL Mehrotra was on the Board of BDL as Part Time Non Official Director from 08 MarShrI KL Mehrotr C
011 to 07 Mar 2014. He was the Chairman of Remuneration Committee and Member in Man;:,:gggx%) Ltd.
other Committees like Audit Committee, Procurement Committee, HR Committee and

CSRP & SD Committee during the said period.

Prof RK Mishra is a graduate of International Management Programme, Italy. He was a
Fellow member of British Council and Common Wealth Secretariat. He had research stints
at London Business School and Maison Des Sciences DeL Hommes, Paris. He is a member
of the UN Task Force on International Task Force on Standards of Excellence in Public
Administration and Education. He has been a Management Consultant to several
organisations. He held the position of Vice President, international Association of Schools
and Institutes in Administrations (IASIA), Brussels. He has handled important
assignments for Ministry of Finance, Ministry of Power, Ministry of Trade and Commerce,
Ministry of Heavy Industry and Public Enterprises. He has also been a researcher for
Planning Commission, Finance Commission, Prime Minister's Economic Advisory Council,

Prof RK Mishra DEco, United Nations University etc.

Senior Professor and Director . . . . . . . .
Institute of Public Enterprise Prof RK Mishra is a Senior Professor and Director in Institute of Public enterprise

and was on the Board of BDL as Part Time Non Official Director from 08 Mar 2011 to
07 Mar 2014.
Prof RK Mishra was Chairman of Audit Committee and CSRP and SD committee
and Member in other committees like Remuneration Committee and Procurement
Committee, during the said period.




Dear Members,

It is indeed my privilege to present 44" Annual Report of the Company for the year 2013-14 and
also share with you the future plans of your Company.

PERFORMANCE OVERVIEW:

Your deep and abiding trust has enabled your Company to continuously improve its
performance. Inthe midst of challenging conditions, your Company has achieved a record turnover of
< 1780 Crore during the Year 2013-14 as against ¥ 1075 Crore in the Previous Year, registering an
increase of about 66%. The Value of Production for the year 2013-14 stood at I 1804 Crore registering
anincrease of 54% over previous year's VOP.

On the financial front, your Company has a consistent track record of Dividend payment. The

Company has surpassed its previous record of highest payment of Dividend by paying a dividend of
< 69 Crore forthe Year 2013-14, which includes Interim Dividend of ¥ 58 Crore paid during Feb 2014.

Ty A
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HIGHLIGHTSOF THEYEARUNDER REPORT:

()  Company observed 2013-14 as Year of Quality as per the advice of Ministry of Defence. BDL
has drawn an action plan to further improve the Quality standards so as to match with Global
standards. All the production Divisions of the Company observed Year of Quality and

organized customer meets, vendor meet, workshops etc.

(ii) Company has signed a contract for supply of invar ATGMs for a value of 3,000 Crore
(approx) and the order is to be executed over next five years.

Bt
. S TN S

e S e e = e SN H
BDL has signed a contract with Ministry of Defence on 19 Aug 2013 for supply of Invar Anti Tank Guided Missiles to
Indian Army. Seen from left S/Shri SN Mantha, CMD, SV Subba Rao, Director (Finance), Upamanyu Chaterjee, JS &

AM (LS) and Col. A Chhibber, Director, WE 15B from MoD.

(iii) Company has successfully executed Milan 2T contract and efforts are on to get fresh Indent
from Customer. Company is expecting that the new Indent s likely to be received during

2014-15.
(iv) Company hasexecuted Lease Deed with MIDC, Maharashtra duringJan 2014 for 553 Acres of

land acquired at Amravati, Maharashtra.

(v) Two Executives of Bhanur Unit have been conferred with SODET award for technology
developmentin Bronze Category for the year 2011-12.
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(vi)  Third manufacturing unit of the Company was inaugurated by Shri GC Pati, IAS, Secretary
(Defence Production) on 30 Oct 2013 at Visakhapatnam.

oy TTEAT.
AMICS LIMITED
e

ERPRISE)

The third manufacturing unit of BDL was inaugurated at Visakapatnam by Shri GC Pati, IAS, Secretary (Defence
Production) on 30 Oct 2013. Seen S/Shri SN Mantha, CMD, V Udaya Bhaskar, Director(Production), Dr NK Raju,
ED(P&A) representatives of Navy and others.

(vii) During the year under report Company has framed Policies like Risk Management Policy,
R&D Policy and Management System and obtained approval of the Board for

implementation. Also IMM Manual has beenrevised toincorporate new elements like
e-Tendering, e-Payment etc.

(viii)  Allthe three units of BDL i.e Kanchanbagh Complex, Bhanur and Vizag have been Certified
with 1SO 14001:2004 Environment Management Systems Certification by Indian Register
Quality System (IRQS) having three years validity.



(ix)  First off Production Model (FoPM) validation trails of Akash Weapon System against2
Regiments Army contract has made considerable progress during the month of Feb 2014 it
iscompleted during May /June 2014.

Seen S/Shri SN Mantha, CMD, and other executives of Akash GSD team during FoOPM validation trails Balasur,
Orissa.

FUTURE OUTLOOK:

(i)  Your Company has drawn up a Roll on Corporate Plan for the Period 2014 to 2019 and the
same is being placed before the Board during the Current Financial Year. Framing of
Document is based on the changed requirements of our customers and also keeping their
future requirements in view. Your Company has to shoulder higher responsibilities to
quickly absorb the changesin technology and deliver the weapon systems on time.

(ii)  Contractsforthe projects like MRSAM, LRSAM, SRSAM and VISHORAD are expected to be
received from the Armed Forces shortly. Therefore, necessity has arisen to create
infrastructure at multi locations to set up manufacturing lines, broadening the Vendor
base and creating effective Project Management Systems for timely execution of the
Projects.

(iii)  Orderbook status of the Companyason 01 Apr2014is I 18,864 Crore.
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ENVIRONMENTALINITIATIVES:

Company continues to be environmental friendly and has been maintaining a clean and green
environment at all its manufacturing units. Energy conservation measures are being adopted at
possible areas. Systematic management and disposal of hazardous and other forms of wastes and
several other endeavors have become part of the well established environmental management
system. The Company is committed to meet all the stipulated standards for maintaining and
protecting the environment.

REGULARINTERACTION WITH CUSTOMERS:

Company is organizing periodic meetings with users for monitoring the progress, supply
status of the indents placed on the Company by the Forces. At times, the meetings are held under
the aegis of MoD also. The Company is maintaining total transparency in all its actions while
supplying the items to the Armed Forces.

VENDORDEVELOPMENT:

During the year under report the company is in the process of drafting vendor Development
policy and the same is being placed before the Board for its approval during 2014-15. Such vendor
Development policy will facilitate the company to further improve the supply chain so as to meet the
long term target commitments of the company. This will also ensure a transparent and continued
improvement mechanismin identifying and developing new vendors.

Vendor meets are being organized on need basis so as to create a strong bond and synergy
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TECHNOLOGY:

The Company has started its journey with the production of First Generation Anti Tank Guided
Missiles (ATGM), SSIB1. Having understood the Transfer of Technology from OEM, Aerospatiale,
France, BDL gained the strength to march towards grasping the Second Generation ATGM
Technology. ATGMs like Milan-2 from Euro Missile, France and Konkurs from Russia were inducted
into BDL's fold. These Missiles have been upgraded to Second plus Generation technology in the
form of Milan-2T and Konkurs-M and high velocity laser beam rider Missile i.e., Invar 3UBK20. All of
them have the capability to defeat Tanks fitted with ERA. DRDO Projects like Prithvi, Trishul, NAG,
Akash have further enhanced the Technology absorption capabilities of the Company. With the
delivery of ATGMs and other Missiles to customer along with Ground Support Systems, BDL has well
marked foot print in the Indian Defence market. BDL presently is at the threshold of leaping into
third and further Generation Technologies. The Company is also identified as a Nodel Agency for Life
extension and refurbishment of various types of Missiles.

PLAN FOROPERATIONS EXCELLANCE:
(a) In order to achieve operational Excellenace, Strategies have beeninitiatedto implement
throughout the Company ERP Programme by Mar 2015. Standards like AS 9100C and
ISO 14001 have also undertaken to ensure supply of systems effectively.

(b)  Akash Production Control Centre is under planning so that the status of all the vendors can
be seen and updated every day. This facilitates monitoring and supply of subsystems,
components on a continuous basis.

(c) Product Lifecycle Management based Design and Documentation cellis also under Planning
to serve as a Centralized repository for all design drawings, technical specifications, quality
documents, user manuals, all related documents like definition documents,
Manufacturing/QC documents etc.

CORPORATE SOCIALRESPONSIBILITY AND SUSTAINABLITY DEVELOPMENT :

(a) Corporate Social Responsibility is considered as an embedded Programme of the Company.
BDL being a good corporate citizen has been playing an exemplary role by fulfilling social
and welfare obligations with clear transparency and commitment. During the year under
report, DPE has revised the guidelines and as per the revised guidelines Corporate Social
Responsibility and Sustainability Development are covered under one set of guidelines
w.e.fO1Apr2013i.e. CSR&SD.

(b) Duringtheyearunderreport Company has spentanamountof3 2.99 Crore by undertaking
activities like (i) Supplying of medicines and providing ophthalmic care under Health Care (ii)
arranging midday meal to school children (iii) Providing drinking water to villagers in
Nalgonda Dist, Telangana, (iv) construction of Eco — San toilets (v) laying of Road in a remote
hill area (vi) Distribution of slates, books etc to school children so as to improve Quality
School Education
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(vii) Construction of rain water harvesting pits and (viii) Implementation of Energy Audit
recommendations under conservation of energy etc.

(c) Company has also undertaken study on carbon foot print under Sustainability Development
and iniated measures for carbon foot print reduction like use of solar street lights, solar
power generation, planting of saplings, implementation of Energy Audit recommendations
during theyear 2013-14.

(d)  Your Company would continue to provide thrust to CSR & SD Projects during the years to
come and would include additional activities in line with the guidelines issued by DPE and as
per the provisions contained in the Companies Act, 2013.

AWARDS:

You will be delighted to note that two Executives of BDL Bhanur unit have been conferred with
SODET Award for technology development in Bronze Category for the year 2011-12.

AW EVELOPME
ﬂNDC#';’Ehﬁle.OGY INNO VFI‘I'IDN
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Seen Shri SN Mantha , CMD along with SODET officials on the eve of giving Award to Executives of BDL, Bhanur
Unit.

In recognition of outstanding work, Supply of Quality products, your Company and its Members
have been consistently winning National awards in a wide variety of areas such as:

(a) DRDO Technology Transfer and Assimilation Award. 1996

(b) Raksha Mantri Award for Import Substitution and Innovation. 2002-03
(c) Raksha Mantri’s Award for Design Efforts for CMDS 2004-05
(d) Raksha Mantri’s Award for Import Sustitution (IRI11) 2005-06

S A O
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(e) [|SODETAwardfor CMDS 2005-06
(f) |[FAPCCI Award for Excellence in Research and Development 2005-06
(g) |GoldenPeacock Award for Electronics Division 2007

(h) |Corporate Social Responsibility Award for Corporate Governance 2010-11
(i) [TOLICRajbhashaShield for Official Language Implementation 2010-11
(j) |IRaksha Mantri Award for Excellence in Group/Individual Award Category 2010-11
(k) |Achiversand Leaders Award (Finance) 2011-12
() |[Innovative HR Practices Award 2011-12
(m) [HRLeadership Award 2011-12

IMPLEMENTATION OF INTEGRITY PACT (IP):

Integrity Pact is being implemented in BDL from 01 Nov 2011 onwards for capital, civil and
service contracts later on revenue items are also covered under IP. The threshold limit for capital
items in X 5 Crore, and above, civil works ¥ 10 Crore and above, service contracts ¥ 2 crore and
above and revenue items< 20 Crore and above. Company is organizing meetings with Independent
External Monitors (IEMs) and members of management at regular intervals to review the progress of
implementation of IP and also organizing vendors meeting with IEMs.

NEW PRODUCTION FACILITIES:

(a)

It is glad to share that Secretary (Defence Production) has inaugurated third Unit of your
Company at Visakhapatnam on 30 Oct 2013. The new Unit is spread over an area of about
13 acres and would manufacture underwater weapons to meet the requirements of Indian
Navy. Acquisition of land at Ibrahimpatnam in Andhra Pradesh and Amravati in
Maharashtra has been completed. Infrastructure and otherfacilities are to be developedin
these two locations for the projects like LR SAM, MR SAM and VISHORAD etc.

Seen Shri SV Subba Rao,
Director (Finance) Shri V Uday
Bhaskar, Director (Production)
With Assistant Registrar and
other Executives of BDL on the
eve of registration of Lease
Deed with MIDC, Maharastra

for 553.85 Aceres of land
acquired at Amaravati for
VSHORAD project.
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44™ ANNUAL REPORT 2013-14

Keeping the long run business requirements in view, your Company is in the process of
acquiring office accommodation at New Delhi the property being developed by National
Building Constructions Corporation (NBCC) New Delhi.

CORPORATE GOVERNANCE:

(a)

(b)

(c)

(d)

The Company has a well established, transparent and fair administrative set up to provide
for professionalism and accountability.  The Philosophy of the Company in respect of
Corporate Governance is to ensure transparency in all its operations, make appropriate
disclosures, comply with laws, maintain ethical standards and take care of the interest of all
the stakeholders.

Management Discussion and Analysis Report and a Report on Corporate Governance based
on guidelines issued by DPE, Govt. of India to Public Sector Enterprises along with
compliance certificate from Practicing Company Secretary is Annexed to Directors’ Report.

Quarterly and Yearly compliance reports on Corporate Governance are being forwarded to
MoD in the prescribed format as per DPE Guidelines.

The Company’s activities are monitored by several external agencies like Statutory Auditors,
Comptroller and Auditor General of India, Central Vigilance Commission, Ministry of
Defence (Department of Defence Production), etc.

ON LINE ELECTRONIC FILING WITH REGISTRAR OF COMPANIES (RoC) / MINISTRY
OF CORPORATE AFFAIRS (MCA):

The Company is compliant with the MCA-21 regime. The Company has been filing online

electronic filing with digital signature, all forms and returns under the Companies Act, 2013 and the
Rules made there under. The Company ‘CIN’ numberis U24292TG1970G0I1001353.

IMPLEMENTATION OF RIGHTTO INFORMATION ACT 2005:

The Company is complying with the provisions of the Right to Information Act 2005. Allthe
information sought by the applicants under the Act have been furnished as per the provisions of the
RTI Act, 2005.
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CONCLUSION

| highly appreciate the support extended by our customers, business associates and various
Ministries of Government of India, particularly Ministry of Defence, Department of Defence
Production and the three Services. | wish tothank M/s. Laxminiwas Neeth & Co., statutory Auditors of
the Company and Principal Director of Commercial Audit and Ex-Officio Member, Audit Board for the
valuable advice received and cooperation extended by them. The dedication and commitment of our
employees and officers at all levels continues to be the major strength of the Company. My sincere
thanks are due to my colleagues on the Board for their support and valuable advice in all areas of the
Management. We shall make continuous efforts to build on these strengths to face future challenges
and sustainthe momentumin growth. Inconclusion, | would like to state that your Company is gearing
up to meet the challenges and we can look forward to a bright future.

With best wishes,

Place: Hyderabad SN MANTHA
Date:24 Jul 2014 CHAIRMAN AND MANAGING DIRECTOR
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DIRECTORS’ REPORT

Dear Members,

Your Directors have pleasure in presenting the 44" Annual Report together with the Audited
Accounts of the Company fortheyearended 31 Mar2014.

2. HIGHLIGHTS OF OPERATIONS:

2.1 Company has successfully executed Milan 2T Contract during the year 2013-14 and submitted
proposals to get fresh Indent from Indian Army. It is expected that new Indent is likely to be received
during the current Financial Year.

2.2 Company hassigned a contract for supply of Invar ATGMs for a value of ¥ 3000 Crore and order
is to be executed over the next five years.

2.3 Third manufacturing unit of the Company was inaugurated by Shri GC Pati, IAS, Secretary
(Defence Production) on 30 Oct 2013 at Visakhapatnam.

2.4 Company has started First of Production Model (FoPM) Validation trials of Akash Weapon
Systems during 21-26 Feb 2014 and were successfully completed during first quarter of 2014-15.

3. PERFORMANCE:

3.1 Performance of the Company in financial 3.2 Following data reflects the financial
termsis summarized below: position of the company:

% of % of

Particulars < Crore Increase/

Particulars Z Crore Increase/

(Decrease) (Decrease)

2012-13 2013-14 2012-13 2013-14

Value of Sales 1074.71 1779.89 66% Gross Block 711.55 834.56 17%

Value of Production 1175.52 1804.49 54% DeRpreciation 433.55 47495 10%
eserve

Profit Before Tax 419.06 508.59 21% Net Block 278.00 359.61 29%

Profit After Tax 288.40 345.51 20% Working 614.58 811.68 32%
Capital

Value Added 395.95 578.48 46% Capital 892.59 1171.28 31%
Employed

Net Worth 953.08 1217.75 28%

Ty e
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Your Company has a consistent track record of Dividend Payment. The Company has
surpassed its previous record of highest payment of Dividend by paying a Dividend of ¥ 69.10 Crore
for the year 2013-14 which includes Interim Dividend of ¥ 58 Crore paid during Feb 2014. The

Directors also recommend a sum of3 265 Crore be transferred to General Reserve.

: BRI
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5. FINANCE:

Total paid up capital remained at ¥ 115.00 Crore. Gross Block of fixed assets of the Company
(including special tools and equipment) stood at I 834.56 Crore representing an increase of
< 123.01Croreover2012-13.

6. PERFORMANCE AGAINST MoUs:
During the year 2012-13, the Company achieved a rating of “Very Good”. The MoU
performance for the year 2013-14is likelytobe “Excellent”.

7. COSTREDUCTION:
7.1 e-Reverse auction is implemented wherever possible which resulted in more competitive
prices and reduction in material cost.

7.2 Continuous efforts are being made for increase in vendor base for various projects thereby
considerable reduction in material cost is expected.

7.3 As a part of energy audit power saving devices are introduced which resulted in less
electricity consumption.

7.4 A Committee under the Chairmanship of Director (Prod) continuously review the areas for
Cost Reduction and suggestions given by the Committee are being implemented by all the concerned
Division/Department(s).

8.ECONOMY MEASURES:

8.1 Inline with Ministry of Finance Office Memorandum on Expenditure Management, Economy
Measures and Rationalization of expenditure, Company has observed fiscal prudence and economy
on areas like travelling expenses, advertisement and publicity expenses, purchase of new vehicles,
conducting seminars and conferences, courtesy and entertainment etc during the year 2013-14.

8.2 Energyconsumption, fixed and variable overheads are being constantly reviewed and pruned
to bare minimum.
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9. MODERNIZATION AND UPGRADATION:

Under Modernization Programme technologies like the following are being ushered which
resultin enhancing the existing capacity to meet the future requirements of our customers:-

Introduction of Robotic Welding of machines.

Automaticloadingand progression of jobs in electroplating productions line.

Unification/Automations of cold and hot conditioning of Missiles/Subsystems including
thermal shock capability.

Introduction of Flow Forming in place of deep drawing process.

e Introduction of Hybrid Micro Circuits.

e Automated Tension Controlsin winding process of Wire spool.

. Epoxy flooringin place of conventional flooring for shock proofing.
e Automated Pressure Testing in place of manual process.

e  SafetyShield for soldering of Ignition.

10.FOREIGN EXCHANGE EARNINGS AND OUTGO:
Earnings of foreign exchange for the year was 2.00 Crore and the outgowas < 411.12 Crore.

11.EXHIBITIONS:

Senior Executives and Directors have participated in the National and International Exhibitions
during the year 2013-14. Such platforms were used to gain awareness in advance of technologies,
interact with experts and share knowledge with others. To visit the pavilions of other countries and
understand the systems available with them, which enables BDL to draw up its own future business
plans.
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BDL has participated in the following exhibitions during the year 2013-14 :

e LAAD-2013 exhibition held at Rio-Jenerio, Brazil during April 2013.
* International Maritime exhibition held at Singapore during May 2013.

Desi-2013 exhibition held at London, UK during Sep 2013.

3>

Bharat Dynamics Limitg

Shri S N Mantha, CMD,BDL briefing Shri GC Pati,IAS,Secretary (Defence Production) about company’s products
during DSEi-2013 exhibition held at Londonfrom 10" Sep 2013 to 13 Sep 2013.

e ADEX-2013 exhibition held at Seoul, South Korea during Nov 2013.

e Eurosatory 2014 exhibition held in Paris, France duringJun 2014

* International Airshow 2014 held at London, UK during Jul 2014
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-Defexpo-2014 exhibition held at New Delhi during Feb 2014.
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Eurosatory 2014 Exhibition
held in Paris, France during Jun
2014.



International Airshow
2014 held at London,
UK duringJul 2014

AVM(Retd) NB Singh,
Drector (Technical)
briefing about BDL and a
Non Disclosure
Agreement entered into
with M/s. Chemring
during International
Airshow 2014 held at
London,UK during
14Jul 2014t0 20Jul 2014.

12.BOARD OF DIRECTORS:
12.1 During the year under report, seven meetings of the Board of Directors were held and the
Annual General Meeting of the Company fortheyear 2012-13 washeldon30Sep2013.

12.2  Shri V Udaya Bhaskar appointed as Director (Production) on the Board of BDL w.e.f 01 Aug
2013. Shri PK Mishra, Joint Secretary (ES) Department of Defence Production is appointed as
Government Director in place of Shri Ravikanth, Joint Secretary (MS) w.e.f 11 Sep 2013.

12.3  Shri G.Raghavendra Rao, Director (Technical) resigned and relieved on 26 Jun 2013. AVM
(Retd) NB Singh appointed as Director (Technical) on the Board of Bharat Dynamics Limited w.e.f 01

Apr2014.

12.4 Tenure of Prof. RK Mishra, Part Time Non Official Director and Shri KL Mehrotra, Part Time
Non Official Director was completed on 07 Mar 2014.

13. HUMAN RESOURCE DEVELOPMENT:

13.1 During the year under report the Company has conducted training programmes to impart
training on knowledge based; development oriented and need based programmes covering 1522
Executives and 753 Non Executives of the Company. Such training programmes were organized
through In-house and at external agencies premises to cover the present and future requirements of

the Company.

T A
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13.2  Your Company has also organized training programmes to 15 Nos of Senior Executives under
Management Development Programmes through Premier Institutions like Indian Institute
Management at Ahmadabad, Bangalore, XLRI at Jamshedpur.

13.3 Chairman & Managing Director has participated in training programme on Leading Change
for Organizational Renewal organized by world renowned Harvard Business School, USA during Mar

raining program on Leading Change for
Organizational renewal held on 16 -21 Mar, 2014 at Harvard Business School

13.4  Your Company is continuously sponsoring Executives to DIAT, Pune to undergo training on
Missile Technology and also organized Revalidation and Skill upgradation training programmes to
Non Executives.

13.5 Your Company has initiated an ambitious Project to create a pool of 30 Nos. of Project
Management Professionals in the Company. As a way forward, Company has identified 30 Nos of
Executives and sponsored them to attend Contract Programmes. These Executives are in the process
of obtaining membership from PMI, USA and later on to pass the Certification Examination.

13.6 Assessment Development Center (ADC) has been established in BDL which assess
Competency and Behavioral traits of Executivesin Grade VIand VII. The assessment went through a
series of activities and simulations comprising Case Study Analysis, Role Plays, In Box Simulation,
Management Interview, Group Discussion, Group Business Simulation.
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All AGMs and DGMs of BDL have undergone the Assessment. The whole Assessment process was
carried out by the Experts from M/s. Thomas Assessment Pvt.Ltd., (TAPL), Bangalore.

13.7 In an effort to make BDL a great place to work, ‘Employees Satisfaction Survey — 2013’ was
conducted across all units of BDL with an objective to understand the feedback from employees on
how they experience with the organization in its various facets and dimensions. M/s. Randstand
India,a HR Consulting firm conducted the survery.

14. INDUSTRIALRELATIONS AND EMPLOYEE WELFARE:

14.1 Your Company has continued to maintain cordial and harmonious relation with recognized
and other registered trade unions and Associations during the year under report. All the Statutory
Committees such as Works Committee, Safety Committee, Canteen Committee and Plant Level
Committee have extended their cooperation to maintain discipline at all levels.

14.2 Compliance on Statutory Welfare Provisions is followed meticulously. Company has also
continued to extend non statutory facilities such as school, canteen allowance, uniforms, shoes etc.
The Company has been taking care of medical needs of employees and their family members as per
BDL Medical Rules. In line with DPE guidelines Company has framed Pension Scheme for the
Executives and Post Retirement Medical Benefit Scheme for the Executives and Non-Executives of
the Company and obtained approval of the Board.

14.3  Process of verification Election under code of discipline has been initiated by Dy. Chief
Labour Commissioner (Central) Hyderabad to determine majority union to represent Employees of
the Company for the next two years.

15.DIRECTORS’ RESPONSIBILITY STATEMENT:
As per Section 217(2AA) of Companies Act, 1956 as amended, the Directors state:

(i) that in the preparation of the annual accounts, the applicable Accounting Standards
have been followed along with proper explanation relating to material departures
there from.

(ii)  that the selected accounting policies have been applied consistently and judgments
and estimates made are reasonable and prudent so as to give a true and fair view of
the state of affairs of the Company at the end of the financial year and of the Profit or
Loss of the company for the yearended 31 Mar 2014.

(iii)  that proper and sufficient care has been taken for the maintenance of adequate
accounting records in accordance with the provisions of the Companies Act, 2013 as
amended for safeguarding the assets of the Company and for preventing and
detecting fraud and other irregularities.
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(iv)  Thatthe Annual Accounts have been prepared on a going concern basis.

(v)  Inline with DPE guidelines on Corporate Governance for CPSEs-2010, Certificate on
compliance with all Laws applicable to the Company upto the end of a particular
period are being placed before every Board Meeting for its review.

16.FOREIGN VISITS:

The Company incurred an expenditure of 3 36.63 Lakh during the year towards foreign travel
fortraining of personneland on business trips.

17. SECURITY:

17.1 Central Industrial Security Force (CISF) is providing security and Fire services coverage both
at Kanchanbagh and Bhanur. Management is planning to induct CISF in Vizag Unit also for Security
and Fire services requirement. Plant Security Councilisin place to review the security arrangements
and implementation of IB guidelines. Regular security reviews are being conducted both by the
Management and CISF to beef up security. Periodical security coordination meetings are being held
with local police and civil authorities to update on security measures. The Company was crime free
during theyear 2013-14.

17.2  Security awareness programmes were conducted during Security Week/Fire Week and
employees are sensitized on the security threats and actions to be taken in case of fire.

17.3 Biometric Access Control System is installed in addition to swiping of Cards to avert
unauthorized entries at the Security Gate. Computerized Photo passes and various other security
measures are being followed to strengthen more the security systems in the Company.

18. SAFETY: N

18.1 Companyis strictly following applicable normsto
maintain good health and safety of the employees. The
two Committees i.e. Industrial Safety Committee which
is statutory and Explosive Safety Committee are
functioning to meet the needs of BDL. Safety
Committee meetings are held at regular intervals for
monitoring Safety, Health and Environment as per the
statutory requisite. The works are carried out in
Compliance with the Factories Act 1948, and Explosive
Safety strictly adhering to the Storage & Transport of
Explosive Committee (STEC) regulations.

— T—

Shri VN Reddy being Chairman of the Safety Committe addressing the geatheringon 43rd National Safety Week on 04 Mar 2014.
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18.2  Annual explosive safety audit is conducted by Centre for Fire, Explosive & Environment Safety
(CFEES) New Delhiand the observations made by the audit team have been complied with.

18.3 Regular medical checkups are carried out for employees working in hazardous areas by
qualified medical team.

18.4 Training programmes are arranged by HRD through National Safety Council (NSC), Central
Labour Institute (CLI), Regional Labour Institute (RLI) and Centre for Fire, Explosive & Environment
Safety (CFEES) New Delhi to inculcate Safety consciousness and to establish safe working
environment among the employees

18.5 Safety Engineering Department has organized guest lectures with experienced & expert
persons in the field on Explosive Safety and Industrial Safety to educate the employees of the
Company.

18.6 During the year 2013-14 all the three units of BDL have been certified with ISO 14001-2004.
Environment Management System (EMS) certified by Indian Register Quality System (IRQS) having 3
yearsvalidity. While obtaining such certificate for BDL-KBC, Safety Engineering Department has also
played akey role.

18.7 Safety Day/Week is celebrated during the month of Mar 2014 with enthusiasm. Fire mock
drills are conducted at regularintervals to ensure fire fighting preparedness.

19. RESERVATION OF POSTS FOR SCs/STs AND TOTAL MANPOWER:
19.1 The Company has been following Presidential Directives of the Government with regard to
reservation of posts for SCs / STs.

19.2 Employeesstrengthason 31 Mar 2014 is 3081 and No. of persons on temporary rolls as on the
same date is 184. Of the total 3081 permanent employees, 79 are Ex-servicemen, 574 are Schedule
Caste and 200 are Scheduled Tribes. The existing Percentage of Scheduled Caste and Scheduled
Tribes in respect of Non Executivesis 19.45% and 5.32% and in respect of Executives, it is 16.45% and
9.70% respectively.

19.3  No. of persons on temporary rolls as on 31 Mar 2014 are 184, out of which 37 belong to
Schedule Castand 14 belong to Schedule Tribe Categories.

Ty A e
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The representation of Scheduled Caste and Schedule Tribes in various categories of Posts as on
31 Mar 2014 are as follows:

Number of Employees

Category | Total Strength Schedule Caste

Schedule Tribes

31-03-2013 | 31-03-2014 31-03-2013 31-03-2014 31-03-2013 31-03-2014

Group A 625 753 101 125 61 75
Group B 201 93 34 14 18 7
Group C 1917 1901 351 348 100 98

215* 184* 45* 37* 15* 14*
Group D 342 335 91 87 21 21
Total 3300 3266 622 611 215 215
*Temporary Employees

19.4 Recruitment of employees in Scheduled Caste and Scheduled Tribes during 2013-14 is as

follows:
Total_ ) Reservation Recrl_Jitment made
Classification | 0 ted | mant |  (outaf Col2) g
(1) (2) (3) (4) (5)
SCs STs SCs STs
Group-A 87 51 15 7 10 5
Group-B 2 2 0 1 0
Group-C 6 6 1 0 1 0
28* 28* 7* 1* 7" 1*
Group-D 0 0 0 0 0 0
Total 123 87 23 9 18 7
*Temporary Employees absorption
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20. EMPLOYMENT OF WOMEN:

As perthe recommendation No.51, para (ii) (a) of the National Commission for Women (NCW) in
its Annual Report for the year 1995-96, the employment situation of Women (percentage) is given
below as directed by Ministry of Defence vide their letter No. 39(6)/99/D(B&C), dated 27 Aug 1999.

I EXECUTIVES

Grade ‘ Total ‘ No of Women ‘ Percentage

| 93 17 18.28%
I 238 39 16.39%
11 135 15 11.11%
v 62 11 17.74%
\Y 135 9 6.67%t
VI 139 0 0
VI 31 1 3.23%
VI 8 0 0
IX 1 0 0
CVO on deputation 1 0 0
Schedule-C 2 0 0
Schedule-B 1 0 0
Total 846 92 10.87%
II. NON-EXECUTIVES
Grade ‘ Total ‘ Women ‘ Percentage
WG-1 121 15 12.40%
WG-2 220 23 10.45%
WG-3 295 50 16.95%
WG-4 169 33 19.53
WG-5 176 25 14.20%
WG-6 38 5 13.16%
WG-7 143 8 5.59%
WG-8 14 0 0
WG-9 193 6 3.11%
WG-10 124 17 13.71%
WG-11 259 17 6.56%
WG-12 484 40 8.26%
Temp 184* 16* 8.70%*
Total 2420 255 10.54%
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International Women'’s Day celebrated on 08 Mar 2014. Seen from left Shri V Udaya Bhaskar, Director(Production),
Dr. Rama Devi, Shri SN Mantha, CMD, Smt Lalitha Kumari, Shri SV Subba Rao, Director (Finance) and others.

21. PHYSICALLY CHALLENGED (PC) EMPLOYEES (Executives & Non-Executives) as

on31Mar2014:

The total employees of Physically Challenged as on 31 Mar 2014 is 108 which includes 2
persons recruited during the year 2013-14. The percentage of total Physically Challenged employees
workoutto 3.50% ason 31 Mar 2014.

22. PARTICULARS OFEMPLOYEES:

The list of particulars of employees to be furnished as per Section 217(2A) of the Companies
Act, 1956 read with the Companies (Particulars of employees) Rules, 1975 is attached to this report
(Annexure-l):

23. ENVIRONMENTANDPOLLUTION CONTROL:

The Company contributes in all aspects of the environment by maintaining a clean and green
environment. Effluent water treatment, water conservation, tree plantation, planting of flower
bearing trees, and land scaping utilizing treated effluent water, was carried out. Company has
formed Committees like Working Level Committee and Steering Committee for handling various
types of pollutions in BDL and are periodically reviewing the status on Pollutions. Steps are being
taken to replace old DG sets with new Acoustic DG sets to control noise pollution within the
prescribed limits. During the last five years Company incurred approx an amount of I 2.38 Crore
towards Pollution Control.

0



24. QUALITY:

24.1 Quality and Customer Satisfaction:
24.1.1 BDL manufactures products which are single shot in nature. These products require
stringent Quality standards and high degree of reliability. In pursuit of this objective, BDL has
adopted International Quality Management system practices by way of obtaining I1SO

certification since 18 years. All the Manufacturing Divisions have been certified to the latest
ISO 9001:2008 Quality Management System Standard.

24.1.2 For all the ISO certified Divisions, regular audits by external agencies are being
conducted. Customer satisfaction is being measured for all major products manufactured in
those Divisions. BDL is continuously striving to improve customer satisfaction through
customer meets, interaction with users. Corrective actions are taken wherever necessary for
improvement.

24.2 AS 9100C (Aerospace Quality Management System):

BDL has crossed important mile stones (Stage-1 Pre-Audit) in getting AS 9100C Quality Management
System certification for MILAN Division and likely to go for stage-2 audit inthe financial year 2014-15.

24.3 1S0O 14001:2004 (Environment Management System) Certification for BDL Units:

All the three units of BDL at Kanchanbagh, Bhanur and Vizag have been certified with ISO
14001:2004 Environment Management System (EMS) certification by Indian Register Quality System
(IRQS)on 17 Feb 2014 having three years validity.

1l
-|II:| I;;Ii 15

M

Shri V Udaya Bhaskar, Director (Production) receiving EMS Certificate from IRQS, Hyderabad for Kanchanbagh
Complex.
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24.4 “YEAROF QUALITY 2013-14" Activities:

Hon’ble Minister for Defence, Government of India directed all DPSUs & OFB to observe the
year 2013-14 as a “Year of Quality 2013-14", taking necessary measures for realization of the desired
guality of performance of the products. Accordingly, BDL has drawn an action plan to realize the
objectives like need for Quality improvements, enhancement of quality standards to match with
Global standards and to address quality issues comprehensively and steps for improving customer
satisfaction. Inline with the above objectives, Production Divisions have organized Customer meets,
Interaction with Users, Vendor meets, Workshops and Lectures on Quality and various Quality
improvement activities. Customer meet organized by Divisions have created Synergy and strong
bond between BDL & the Customers to accomplish common objectives with mutual respect and
honor.

(Production) and attended by reps of MSQAA, SQAE(S), RDAQA(CRI),CINA,MAG-4, R&QA-ASL.
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25. EXPORTS:
BDL has executed Export ordersfor3 118.31 Lakh duringthe year 2013-14.

26. FUTUREOUTLOOK:

26.1 Consequent to the modernization Programme launched by the Indian Armed Forces the
future outlook of the Company is encouraging. BDL has already been identified as Lead Integrator
for the acquisition programme like VISHORAD, SR SAM, MR SAM. BDL is also the Lead Integrator
for Advanced 3rd Generation ATGM. These Projects are at various stages of consideration for
approval of Government of India. Considering the above future outlook for the Company’s growth is
satisfactory. However, keeping in view the Government Policy to encourage competition from all
sectors in Defence acquisition Programmes, BDL is aware that its Nominated Production Agency
Status is being slowly transformed to Competitive Bidder. Hence the Company needs to get ready to
face new challengesin future.

26.2 BDL has an healthy order book position of around ¥ 19000 Crore as on 31 Mar 2014.
However the Company has challenging times ahead with delivery commitments with respect of
major ATGMs and SAMs.

27. INTERNALCONTROLSYSTEMSAND T THEIRADEQUACY:

The Company had putin place all required internal controls and systems to meet the canons of
financial propriety. External audit firms have been appointed to ensure their adequacy and report
thereon. A detailed analysis of the reports of Internal Audit Firms as well as reports of Internal Audit
Department of BDL are being placed before the Audit Committee for review and advice. The
adequacy of internal control procedures are reviewed and reported by the Statutory Auditors in their
Audit Report. BDL beinga Government Company is subject to Government Audit also.

28. OFFICIALLANGUAGE (OL) IMPLEMENTATION:

28.1 The Provisions of OL Act-1963 (as amended 1967) & Rules there under, are implemented
properly. Quarterly OLIC Meetings are held regularly under the Chairmanship of CMD & Directors
and quarterly Progress Reports on use of OL are being sent on time. SM (OL) and CMD have
attended the 12th Meeting of Hindi Salahkar Samithi of Department of Defence Production, MoD
held under the Chairmanship of Honorable Raksha Mantri in the month of Jul 2013. During the visit
of Parliamentary Consultative Committee for the Ministry of Defence visited on 17 Jan 2014,
presentation and other documentary arrangements were made in Hindi and English in compliance to
the OL policy of Govt. of India.

s
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28.2 First Sub-committee of Parliamentary Committee on Official Language inspected and
reviewed the implementation activities of BDL on 25 Sep 2013. The committee was headed by Shri
Pradeep Tamta and appreciated the efforts put in by the Company in this regard.

T T FAT B Ugelt 3U FeHd

P N 7 w -
First Sub-committee of Parliamentary Committee on Official Language Visited BDL on 25 Sep 2013. Seen
S/Shri. Pradeep Tampta, Ashok Argal , Dinesh Chandra Yadav, Gajanand Babar With S/Shri. SN Mantha, CMD,
SV Subba Rao, Director (Finance), V Udaya Bhaskar, Director (Production) and others.

28.3 On the eve of Vigilance Awareness Week and National Safety week celebrations in the
company, various completions were conducted in Hindi, English & Telugu to involve more and more
employees of the organization on these subjects.

28.4 Under OLAct 1963 and the Presidential Orders thereon, the papers laid before the parliament,
Annual Report of the Company, MoU with MoD were prepared in bilingual form and submitted. The
Website of the Company prepared in Hindi was updated from time to time in compliance with the
directives received from Govt. of India.

29. TECHNOLOGICALCONSERVATION & RENEWABLEENERGY DEVELOPMENT:

29.1 Sustainable development has become the national priority to channelize the development
process in an environment friendly way with the optimum utilization of available natural resources.
In its relentless pursuit of implementing sustainable development practices BDL has unleashed
various programme to conserve energy thus promoting energy efficiency.

e



29.2 Asapart of this, voltage optimizer was installed to maintain the set value of 220V irrespective
of the incoming voltage, which results in energy savings upto 10-15 % while maintaining the same
illumination level. The energy efficient lamps which contain little mercury and have long life were
installed by replacing the existing 400 Watts high bay MVHP with 250 Watt high bay MVHP. More
energy efficient BEE star rated fans of 330 No’s, were installed by replacing the existing ceiling and
pedestal fans, with the saving of approximately 32687 kwh.

29.3 By installing occupancy sensor systems with group controlling the energy saving of
approximately 20340 kwh is expected. The replacement of energy inefficient condenser & pumps
with new energy efficient ones, the daily savings accrual isaround 72 kwh /per day.

29.4 The water purification system installed for the cooling and make up water circuit for A/C
systems has enhanced the efficiency of the A/C plants.

29.5 Asthe environmental sustainability is one of the millennium development goals, for which our
Nation is committed to, in compliance to the national commitment, BDL is taking the measures like
tree plantations and rain water harvesting on continuous basis with perceptible improvement in the
ground water table, and striving for reduction in the carbon emission levels by adopting energy
systems interms of solar street lights.

29.6 Astheimplementation of sustainable development program is a continuous activity to attain
the environmental sustainability, BDL will adopt sustainability as a way of life.

30. CORPORATE SOCIALRESPONSIBILITY AND SUSTAINABLE DEVELOPMENT:

30.1 Corporate Social Responsibility is considered as an embedded programme of the Company.
The Company being a good Corporate citizen has been playing an exemplary role by fulfilling social
and welfare obligations with clear transparency and commitment. Keeping this in view, Company
has contributed an amount of I 29 Lakhs to Uttarkhand Chief Minister’s relief fund to help the flood
effected victimsin the State.

30.2 Company has continued to spend the amount towards (i) Mid day meals to school children, (ii)
health care programmes, (iii) Providing safe drinking water, (iv) laying of Road in the remote hill area
and (v) distribution of slates, books etc to school children so to improve quality education under CSR
activities during the year 2013-14.

T A
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30.3 Duringthe yearunderreport, DPE hasrevised the guidelines and as per the revised guidelines
Corporate Social Responsibility and Sustainability Development are covered under one set of
guidelines w.e.f 01 Apr 2013. Also Companies Act,2013 contains new provisions regarding (i)
Constitution of CSR Committee of the Board, (ii) Committee to ensure that the Company shall spend
in every financial year at least two percent of the 3 years average net profits of the Company etc. (iii)
The Board’s Report shall disclose the composition of CSR Committee and also if the Company fails to
spend such amount, the Board shall specify the reasons for not spending the amount.

30.4 Company hasalso taken up activities like (i) installation of voltage optimizer (ii) replacement of
energy efficient lamps in place of 250/400 Watt MVHP lamps, (iii) installation of water purifiers
systems, (iv) study on carbon foot print, (v) construction of rain water harvesting pits etc under
Sustainable Development during the year under report.

30.5 Company has also conducted in house programmes to all the employees to create awareness
and knowing the importance of CSR and SD activities undertaken by the Company.
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30.6 The company hasincurred an amount of 3 2.88 Crore towards CSR & SD activities during the
year2013-14.

31. VIGILANCE:

31.1 On 28 Oct 2013, Chairman & Managing Director administered the pledge in Corporate
Conference Hall and Shri K. Satyanarayana, Former Senior General Manager of Nizam Sugar factory
Limited inaugurated Vigilance Awareness Week as Chief Guest. The theme of the year was
“Promoting Good Governance — Positive contribution of Vigilance”. He spoke about importance of
Good Governance as a concept of public life.

=

Vigilance Awareness Week inaugurated by'Chief gij
Nizam Sugar Factory. Seen from left Shri SN Mantha, CMD, Shri V Udaya Bhaskar, Director(Production),
Shri M Eswar, CVO and Shri SV Subba Rao, Director(Finance).

31.2 During the Vigilance Awareness Week, interactive sessions were held by CVO with all the
Divisions and Departments in Kanchanbagh and Bhanur. CVO highlighted the role of Vigilance in
BDL, especially Preventive vigilance and pointed out the importance of leveraging technology. He
expressed happiness onimplementation of e-procurement and amendment of Recruitment Rules.

31.3 Vigilance Awareness Week celebrations at Bhanur Group was inaugurated by Shri KV

Natarajan, IAS, Ex-Chief Vigilance Commissioner of AP State on 31 Oct 2013 followed by guest
lecture. He spoke aboutimportance of good governance in the society.

T A
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31.4 Shri RK Shekhawat, Director (Vigilance/DDP), MoD was the Chief Guest for valedictory
function held on 01 Nov 2013. He had delivered a guest lecture on Promoting good governance —
Positive contribution of Vigilance by giving examples narrating the importance of good governance
inthe society.

31.5 During the year a report on unauthorized foreign visits to other countries with
recommendations for systems improvement was submitted to CMD, wherein it is suggested that
Management may issue a circular emphasizing the need to obtain a No Objection Certificate (NOC)
before proceeding abroad for official or personal grounds, failing which will attract disciplinary
action against the concerned Executive/ Non Executive as per the Rules of the Company.

31.6  System improvement suggestions were provided to the management in respect of
engagement of retired employees on contract basis, merit awards, foreign visit, security aspects,
department promotions, transfers, etc., and vigilance clearance procedures in respect of
confirmation on first appointment, retirement on superannuation, resignation, etc.

31.7 Steps were initiated to increase transparency for overall benefit of the Organisation by
Leveraging of Technology which include, providing details of vendor’s payment, details and status of
tenders, list of approved vendors list, details of single tenders and high value orders, etc., on website
of the Company. IMM Manual and Personnel manual are also made available on the website of the
Company. Implementation of online submission of applications for recruitment of executives and
vendor registration. Implementation of e-procurement and e-reverse auctions, computerization of
Annual Property Returns of employees. For locating the movement of various proposals/files for
approval, a new software package ‘File Tracking System (FTS)’ is developed.

32. AUDITCOMMITTEE:

An Audit Committee had been constituted for better Corporate Governance. Seven meetings
have been held during the year to review the internal control systems and their adequacy, including
coverage of Audit Functions. Details of composition, terms of reference etc., are covered in Report
on Corporate Governance attached to this report (Annexure-IIl).

33. CEO/CFOCERTIFICATION:
As per the requirements of DPE Guidelines, the CEO / CFO certificate has been obtained and
placed before the Audit Committee and the Board.
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34. CORPORATE GOVERNANCE:

34.1 Corporate Governance is about the application of best management practices, compliance of
laws and adherence to ethical standards to achieve the Company’s objective of enhancing
shareholders’ value and discharge of social responsibility.

34.2 The Company has a well established, transparent and fair administrative set up to provide for
professionalism and accountability.

34.3 As per the guidelines on Corporate Governance for CPSEs issued by DPE vide its OM No. 18
(8)/2005-GM, dated 14 May 2010, the Management Discussion and Analysis Report (Annexure-I1),
Report on Corporate Governance (Annexure-Ill) along with Certificate on compliance of conditions
on Corporate Governance from a Practicing Company Secretary (Annexure-lV) as required under
the said guidelines are attached to thisreport.

34.4 Quarterly and Yearly compliance reports on Corporate Governance are being forwarded to
MoD inthe prescribed format.

35. AUDITORS:
35.1 M/s. Laxminiwas Neeth & Co., Chartered Accountants, Hyderabad were appointed as Auditors
of the Company for the financial Year 2013-14 by the Comptroller & Auditor General of India.

36. DECLARATION GIVENBYINDEPENDENT DIRECTOR:

36.1 Department of Public Enterprises has issued guidelines on Corporate Governance-2010
during May 2010 which includes composition of Board of Directors of CPSEs says that the members
of the Board of PSEs consist of Functional Directors, Government Directors and Non Official
Directors. Board of Bharat Dynamics Limited consists of three Functional Directors, two Government
Directors and one Part Time Non Official Director ason 31 Mar 2014. However one more Functional
Director has joined on 01 Apr 2014 and vacancies arising on the completion of tenure of two Part
Time Non Official Directors on 07 Mar 2014 is to be filled upason 31 Mar 2014.

36.2 Company has obtained a declaration from Shri AK Kapoor, Part Time Non Official Director as
on 31 Mar 2014 that he meets the criteria of independence as provided in Sub Section (6) of Section
149 of the Companies Act, 2013.

37. IMPLEMENTATION OF RISK MANAGEMENT POLICY OF THE COMPANY:

37.1 DPE guidelines on Corporate Governance for CPSEs — 2010 says that the Board of the
Company should ensure the integration and alignment of the Risk Management Systems with the
Corporate and operational objectives and also that risk management is undertaken as a part of
normal business practice and not as a separate task set at times.
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37.2 In line with the above guidelines, your company has framed Risk Management Policy of the
Company which is applicable to all levels and all the units of the Company. One of the objectives of
the Risk Management Policy is to ensure that all the current and future risk exposures of the
Company are identified, assessed, quantified, appropriately mitigated and managed.

37.3 During the year under report on obtaining approval of the Board, Company has given wide
publicity about the Risk Management Policy. Divisional Level Committees have been formed by all
the Divisions to assess the current status of Risk and identify measures to mitigate the risks and also
to evaluate the mitigation measures so identified. Periodical Review meetings are being took place
and areport being placed before the Board once in every Six months.

38. COMMENTS OF THECOMPTROLLER & AUDITORGENERALOFINDIA:

Comments of Comptroller and Auditor General of India (C&AG) under Section 619 (4) of the
Companies Act, 1956 on the accounts of the Company for the period ending 31 Mar 2014 are placed
next to the Statutory Auditors’ Report.
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Annexure-II

Management Discussions and Analysis Report

1. Industry structure and Development:

1.1  Bharat Dynamics Limited a Miniratna Category —| Company wasincorporated in the year 1970
under Ministry of Defence, Government of India. The Company is a pioneer in the manufacture of
Anti Tank Guided Missile. Today the Company has evolved as a Conglomerate manufacturing ATGMs
of newest generations, Surface to Air Weapon Systems, Strategic Weapons, Launchers, Underwater
Weapons, Decoys and test equipment. The Company is on the threshold of producing a broad
spectrum of sophisticated weapons.

1.2 It also develops new products with in-house R&D apart from manufacturing Defence
equipment with Transfer of Technology from collaboratorsand DRDO.

1.3 The Companyisthe Prime Production Agency for 2™ and 3" Generation Anti Tank Missiles. Itis
also the Prime Production Agency for all the classes surface to Air Missiles required by the Indian
Armed Forces. The Company is a Lead Integrator for some of the SAM Systems. The Company has
taken up refurbishment of vintage missile held by the Armed Forces. The Products developed by In-
house R&D are finding wide acceptance and are being inducted by all wings of the Armed Forces.

1.4 Based on the order Book Position of ¥ 19000 Crore (approx) as on 31 Mar 2014 and
anticipated orders, the Company is poised for an exponential growth. The Company in planning to
increase the existing capacities and also to establish new manufacturing facilities at multilocation to
meet the growing demands of ATGMs and SAMs. Also civil infrastructure is being created and
modernization / up gradation of Plant and Machinery is under progress.

1.5 Keeping the long run business requirements in view, Company is in the process of acquiring
office accommodation at New Delhithe property being developed by National Building Construction
Corporation.

1.6  Experience of over four decades in manufacturing and integration of Missiles laid a road to
undertake refurbishment of missiles as Nodal Agency.

1.7 Possesses adequate land and ready to establish new production lines with necessary
infrastructure.

1.8 Accessto DRDO and otherlabs.
1.9 Holds modern manufacturing and test facilities.

2. Future Outlook:

Consequent to the modernization programme launched by the Indian Armed Forces, the
future outlook of the Company is encouraging. BDL has already been identified as a Lead Integrator
for the acquisition programme like VSHORAD, SR SAM, MR SAM. BDLisalso the Lead Integrator for
advanced 3" Generation ATGM. These Projects are at various stages of consideration for approval of
Govt. of India. However keeping in view the Govt. Policy to encourage competition in Defence
acquisition programme, the Company needs to get ready to face new challenges. Due to this
Company is also aware that the status of the Company is being changed from Nominated Production
Agency status to Competitive bidder.
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3. Risks and Concern:
i; Dependence onsingle source vendor developed by the designer.
i Continued dependency on OEMs in respect of certain projects.
iii; Long gestation time in concluding contracts and getting orders.
iv Lengthy acquisition periods for the weapon systems by Armed forces are throwing
challengesto the company’s cost control measures.’

4. Internal Control Systems and their Adequacy:

4.1 The Company has putin place all required internal controls and systems to meet the canons of
financial propriety. External audit firms have been appointed to ensure their adequacy and report
thereon. A detailed analysis of the reports of Internal Audit firms as well as reports of internal audit
department of BDL are placed before the Audit Committee for review and advice.

5. Discussion on Financial Performance with respect to Operational Performance:

5.1 Performance of the Company in financial 5.2 Following data reflects the financial

termsis summarized below: position of the Company:
< Crore % of < Crore % of
2012-13 | 2013-14| Increase 2012-13 | 2013-14| Increase
Value of Sales 1074.71 |1779.89 66% Gross Block 711.55 | 834.56 17%
Value of Production |1175.52 | 1804.49 54% Depreciation 43355 | 474.95 10%
Value Added 395.95 | 578.48 46%
Net Block 278.00 | 359.61 29%
Value Added Per 12.00 17.71 48%
Employee (R Lakh) Working Capital 614.58 | 811.68  32%
Profit Before Tax 419.06 508.59 21% Capltal Employed 892.59 | 1171.28 31%
PrOfIt After Tax 288.40 345,51 20% Net Worth 953.08 1217.75 28%

6. Material developments in Human Resources, Industrial Relations front, including number of
persons employed:

6.1.1 Total manpower strength of BDLason 6.1.2 HRD has initiated an ambitious project

31 Mar 2014 isasunder: to create a pool of Project Management

Professionals (PMP) in BDL. As a way

Non- | o ecutives forward, it is planned to train and certify 30

Particulars | Executives Executives as PMP certified from PMI USA,

Male 2165 754 2919 with the help of BEQI Bangalore. These 30

PMP certified professionals will in turn train

Female 255 92 347 all the executives internally on Project
Total 2420 846 3266 Management.

Previous Year 2474 826 3300

Note: Non executive strength of 2420 is
inclusive of 184 persons on Temporary Rolls.
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6.2 Industrial Relations:

Cordial and harmonious industrial relations were maintained with cooperation from all sections
of Employees viz., recognized union, other registered Trade Unions and Associations throughout the
year. Statutory Committees such as Works Committee, Safety Committee and Canteen Committee
and Shop Level and Plant Level Committees contributed to workplace discipline at all levels.

7. Environmental Protection and Conservation, Technological conservation and Renewable
energy developments:

7.1  Sustainable development has become the national priority to channelize the development
process in an environment friendly way with the optimum utilization of available nature resources.
In this relentless pursuit of implementing sustainable development practices BDL has unleashed
various programme to conserve energy thus promoting energy efficiency.

7.2 As a part of this, voltage optimizer was installed to maintain the set value of 220V
irrespective of the incoming voltage, which results in energy saving upto 10-15% while maintaining
the same illumination level. The energy efficient lamps which contain little mercury and have long
life were installed by replacing the existing ceiling and pedestal fans, with the saving of approximately
32687 Kwh.

7.3 By installing occupancy sensor systems with group controlling the energy saving of
approximately 20340Kwh is expected. The replacement of Energy in efficient condenser & pumps
with new energy efficient ones, the daily savings accrual is around 72 Kwh/per day.

7.4 The water purification system installed for the cooling and make up of water circuit for A/c
systems has enhanced the efficiency of the A/c plant.

7.5 As the environment sustainability is one of the millennium development goals, for which our
nation is committed to, in compliance to the national commitment, BDL is taking the measures like
tree plantations and rain water harvesting on continuous basis with perceptible improvement in the
ground water table, and striving for reduction in the carbon emission levels by adopting energy
systemsinterms of solar street lights.

7.6 As the implementation of sustainable development program is a continuous activity to attain
the environmental sustainability, BDL will adopt sustainability as a way of life.

8. Foreign Exchange Conservation:

The Company is striving constantly to conserve foreign exchange by reducing import of
components and sub- systems from OEMs by increasing indigenous contents in the assembly of final
products.

9. Corporate Social Responsibility:

9.1 Corporate Social Responsibility is considered as an embedded programme of the Company.
The Company being a good Corporate citizen has been playing an exemplary role by fulfilling social
and welfare obligations with clear transparency and commitment. Keeping thisin view, Company has
contributed an amount of ¥ 29 Lakh to Uttarkhand Chief Minister’s relief fund to help the flood
effected victimsin the State.

Ty e e
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9.2 During the year under report, DPE has revised the guidelines and as per the revised
guidelines Corporate Social Responsibility and Sustainability Development are covered under one
set of guidelines w.e.f 01 Apr 2014. Also Companies Act,2013 contains new provisions regarding (i)
Constitution of CSR Committee of the Board, (ii) Committee to ensure that the Company shall spend
in every financial year at least two percent of the average net profits of the Company etc.

9.3 Company has continued to spend the amount towards (i) Mid day meals to school children,
(ii) health care programmes, (iii) Providing safe drinking water, (iv) laying of Road in the remote hill
area and (v) distribution of Slates, books etc to school children so to improve quality education under
CSR activitiesduring the year 2013-14.

9.4 Company has also taken up activities like (i) installation of voltage optimizer (ii) replacement
of energy efficient lamps in place of 250/400 Watt MVHP lamps, (iii) installation of water purifiers
systems, (iv) study on carbon foot print, (v) construction of rain water harvesting pits etc under
Sustainable Development during the year under report.

9.5 Company has also conducted in house programmes to all the employees to create awareness
and knowing the importance of CSR and SD activities undertaken by the Company.

9.6 The company has incurred an amount of ¥ 2.88 Crore towards CSR & SD activities during the
year2013-14.
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Annexure-III

Report on Corporate Governance

1. Company’s Philosophy on Corporate Governance:

1.1 Philosophy of the Company inrespect of Corporate Governance is to ensure transparency in all
its operations, make appropriate disclosures, comply with the laws, maintain ethical standards and
take care of the interest of all the stakeholders.

1.2 In keeping with its professional approach, the Company is implementing the precepts of
Corporate Governance in letter and spirit.

1.3 The Company’s activities are monitored by several external agencies like Statutory Auditors,
Comptroller and Auditor General of India, Central Vigilance Commission, Ministry of Defence
(Department of Defence Production), etc.

2. Board of Directors:
2.1 Composition and Category of Directors:-

2.1.1 The strength of the Board of BDL shall not be less than 2 and not more than 15 under the
provisions of Articles of Association of the Company as amended from time to time. The Directors
shall not be required to hold any qualification shares.

2.1.2 The composition of the Board of Directors of the Company had been restructured by the
Government of India with nine members viz. four Whole time Directors, including Chairman and
Managing Director, two Part-time Government Directors and three Part-time Non-official Directors
(Independent Directors). Further, as per directives of MoD, there are four Permanent Special
Invitees to the Board viz., Vice Chief of Air Staff, Vice Chief of Naval Staff, Dy. Chief of Army Staff and
Nominee of DRDO.

2.1.3 Details ofthe members of the Board ason 31 Mar 2014 are as follows:
(a) Functional / Whole time Directors:

(i) ShriSN Mantha
Chairman and Managing Director

(ii) ShriSV SubbaRao
Director (Finance)

(iii) ShriV UdayaBhaskar
Director (Production)
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(b) Part-time Government Directors 2.1.4 Details of permanent Special Invitees to
Board Meetings as on 31 Mar 2014 are as
(1) ShriPKMishra follows:
Joint Secretary (ES)
Department of Defence Production (i) AirMarshal RKSharma
Ministry of Defence. PVSM,AVSM,VM,VSM,ADC

Vice Chief of Air Staff
(ii) ShriR G Viswanathan

Addl FA (R&D), DRDO (ii) Vice AdmiralR KDhowan
Joint Secretary PVSM, AVSM, YSM
Ministry of Defence. Vice Chief of Naval Staff

© Part-time Non-Official Director (iii) Lt Gen Narendra Singh

SM, VSM

(1) Shri AK Kapoor, Dy Chief of Army Staff (P&S)
Emeritus Scientist
DRDO, Ministry of Defence. (iv) ShriSSom, Sc”H”,

Director, DRDL, Hyderabad.

2.2  Meetings of the Board and Attendance thereof; Number of other Boards or Board Committees
in which Directorisa Member or Chairperson

2.2.1 Duringtheyear2013-14, seven (7) Board Meetings were held on 18 Jun 2013,02 Aug 2013, 27
Sep2013,22Nov2013, 27 Dec2013,03 Feb 2014 and 03 Mar 2014. The Board meets atleast oncein
every three months and at least four such meetings shall be held every year. Required information s
made available to the Board for its information/ decision.

2.2.2 Details of attendance of the Directors at the Board Meetings, Annual General Meeting and
the number of other directorship / committee membership held by them during 2013-14 etc., are
furnished below:
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Number of Committee
Board Meetings Attendence | No. of other | Membership across all
At last AGM director- S ES
No.of Board [No.of meetings held on ships held
Meetings held| attended 30 Sep 2013
during As As
respective Chairman Member
tenure of
Director

Functional / Whole Time Directors

Shri S N Mantha, CMD 7 7 Yes - 2 -
Air Vice Marshal PK Srivastava, VSM (Retd), 1 1 - - - -
Director(Prod)[upto 31 Jul 2013]

Shri SV Subba Rao,Director(Fin) 7 7 Yes - - 3
Shri G Raghavendra Rao, Director(Tech) 1 1 - - - 2
(From 30 Nov 2012 to 26 Jun 2013)

Shri V Udaya Bhaskar, Director(Prod) 6 6 Yes - - 5

[From 01 Aug 2013]
Part time Government Directors

Shri Ravikant Srikant, JS (MS) 2 1 - - - 1
[upto 10 Sep 2013]

Shri P K Mishra, JS (ES) (From 11 Sep 2013) 5 4 - - - 2
Shri R G Viswanathan, 7 7 - 1 - 1

Addl. FA (DRDO) & JS

Part time Non-Official Directors

Prof RKMishra [upto 07 Mar 2014] 7 7 Yes - 2 4
ShriKLMehrotra [upto07 Mar2014] 7 6 Yes - 3 4
ShriAKKapoor [upto07 Mar2014] 7 7 Yes - - 4
Shri AK Kapoor [From 08 Mar 2014] - - - - 3 -

2.2.3 Leave of absence was granted to Directors in case of their inability to attend the meeting due
tounavoidable reasons.

2.2.4 No Director is a member in more than ten Committees or Chairman of more than five
Committees across all companiesin which heis a Director as per the guidelines of DPE in this regard.
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2.3 Appointment of New Directors:

2.3.1 The Articles of Association of the Company provides for appointment of all Directors by the
President of India. During the year 2013-14, three Presidential orders were received conveying the
appointment of Shri PK Mishra, Joint Secretary, Department of Defence Production as Government
Director in place of Shri Ravikanth, Shri V Udaya Bhaskar as Director (Production) and AVM NB
Singh, AVSM, VSM as Director (Technical).

2.3.2 During the year, Company has also received Presedential Order appointing Shri M Eswar as
Chief Vigilance Officer on deputation basis with effect from 30 Dec 2009.

2.3.3 ShriV UdayaBhaskar:

Shri V Udaya Bhaskar was appointed and assumed charge as Director (Production) of the
Company w.e.f. 01 Aug 2013. He is an Engineering Graduate in Plastics Technology and Chemical
Engineer from Harcourt Buttlar Technology Institute, Kanpur. He did M.Tech in Polymer Sciences
Technology, from IIT, Delhi.

Shri V Udaya Bhaskar initially worked in Private Sector for about six years. He joined Bharat
Dynamics Limited in 1990. He has rich experience in various fields of Missile Production spanning
over 23 years in the areas like indigenization of Invar, Konkurs and Konkurs-M missiles, Assembly,
Integration and Testing of Missiles, Materials Management, Vendor development and Planning. He
played an instrumental role in establishing the Production line for Konkurs-M missiles and a major
contributorin achieving indigenization of over 90% of Konkurs, Konkurs-M, Launcher etc.

Shri V Udaya Bhaskar is recipient of the prestigious Raksha Mantri Innovation Award for the
year 2010-11 for his distinguished contribution in establishing Ballistic Evaluations Method using T-
72 fixed stand for indigenization of explosive charges of Invar Missiles.

ShriV Udaya Bhaskar is keen on academics and keeps abreast with the latest developmentsin
the field of Missile Technology. He has presented technical papers at various Forums and has many
value based articles published to his credit.

2.3.4 ShriPK Mishra:

Shri PK Mishra belongs to 1984 batch of IA & AS. He has wide International experience and
was a member of several missions to appraise the working of UN Agencies. He has served as Special
Secretary to Government of Odisha and was intimately associated with Power Sector reforms in
Odisha. He also served as Special Secretary to Government of Odisha in the Finance Department and
was associated with the introduction of VAT in the State. He also worked as Accountant General,
Odisha and similarly worked as Accountant General, Delhi.  He was posted as Principal Director
looking after Audit of Public Sector Undertakings in the Office of C&AG prior to his appointment as
Joint Secretary & Additional Financial Adviserin MoD.

It is a privilege to the Company that Shri PK Mishra is appointed as Government Director on
the Board of BDLintwotermsi.e.from 27 Apr2010to 09 Dec 2012 and againfrom 11 Sep 2013 to
31Jul2014
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2.3.5 AVM/(Retd) NB Singh, AVSM, VSM:

Air Vice Marshal(Retd) NB Singh, AVSM, VSM was commissioned in the Aeronautical Engineering
(Electronics) stream of the Indian Air Force on 01 Jan 1979. The Officer has a brilliant academic
record of distinction in Electrical Engineering. He is Fellow of Electronics and Telecommunication
(FIETE). In his 35 years of service in the Indian Air Force, has held many important appointments.
During his tenure as Senior Technical Officer of a Radar Unit, he successfully carried out a
modification to improve the operational efficiency of the equipment. Asaresult the reliability of the
Air Defence System improved and the officer was commended by the Chief of Air Staff on 15 Aug
1988.In 2003 the Officer was tasked to upgrade the French make High Power Radar. The task was
completed in record time and in excellent manner. His outstanding contributions and services
beyond call of duty was recognized and the officer was awarded ‘Vishishtha Seva Medal’ by the
President of Indiaon 26Jan 2006.

He also held the appointment of Assistant Chief of Air Staff (Signals & Information Technology),
Commanded ADGES Maintenance Standard Establishment (AMSE) and Master Control Centre
and excelled in all the fields. In this tenure at Air Headquarters as Assistant Chief of Air Staff (Signals
& Information Technology) the Pan India gigabyte communication network project ‘AFNET’
was conceptualized, steered and dedicated to the Nation by Raksha Mantri on 14 Sep 2010. AFNET
based WCDMA 3G Mobile for Air Force was also conceived and initiated in this tenure. In his last
assignment as Assistant Chief of Air Staff (Communication) phase-lI of WCDMA project connecting
every Air Warrior on move was completed and AFCEL Communicator was launched. His efforts
contributed immensely towards transforming Indian Air Force into a true Net Centric Force.

As a Senior Maintenance Staff Officer HQ SWAC, he was instrumental in improving the
availability and serviceability of Aircraft and Ground Equipment for operational exploitation. He also
has been part of planning group to conduct Air Force level exercise “ Iron Fist 13” and the same was
witnessed and appreciated by President, Prime Minister and other dignitaries as well as foreign
diplomatic corps. Officers where IAF demonstrated its fire power in net centric environment. For his
distinguished services of highest order, the officer was awarded Ati Vishishtha Seva Medal by the
President of Indiaon 26Jan 2013.

AVM(Retd) NB Singh, AVSM, VSM was appointed and assumed charge as as Director
(Technical) of the Company w.e.f.01 Apr 2014.

s
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3. Committees of the Board:
3.1 BDLhasfive(5) Committees of the Board functioningason 31 Mar 2014:
(i) AuditCommittee
(ii) Remuneration Committee
(iii) Procurement Committee
(iv) HR Committee
(v) Committee for Monitoring CSR Plan and Sustainable Development of the Company

3.2 Committee for Monitoring CSR Plan and Committee on Sustainable Development of the
Company were earlier formed as two separate Board Committees. Department of Public Enterprises
vide OM No. 15(7)/2012-DPE (GM)-GL-104 dated 12 Apr 2013 revised the guidelines and as per the
new guidelines there is a necessity to constitute one committee to monitor CSP Plan and Sustainable
Development of the Company w.e.f. 01 Apr2013.

3.3  Minutes of the meeting of the Committees are being placed before the Board Meetings held
immediately after the committee meetings for noting by the Board. Decisions are being taken by the
Committees by majority / unanimity.

4. Audit Committee:

4.1Brief Description of Terms of Reference

4.1.1 TheRole, Powers, areas of review of information etc., of the Audit Committee were revised as
per the Guidelines on Corporate Governance for CPSEs issued by DPE vide OM No. 18(8)/2005-GM,
dated 14 May 2010. The terms of reference to the Audit Committee, interalia, include the following:-

i) Oversight of the Company’s financial reporting process and the disclosure of its financial
information to ensure that the financial statement is correct, sufficient and credible.

ii) Recommendingtothe Board, the fixation of audit fees.

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

iv) Reviewingthe annual financial statements before submission to the Board for approval.

v) Reviewing performance of internal auditors, and adequacy of the internal control systems.

vi) Discussion with internal auditors and/or auditors any significant findings and follow up
thereon.
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vii) Discussion with Statutory Auditors before the audit commences, about the nature and
scope of audit as well as post-audit discussion to ascertain any area of concern.

viii)To Review the follow up action on the Audit observations of the C& AG Audit.

4.1.2 Four Chartered Accountant firms have been assigned the task to conduct Internal Audit of
specific areas of operation of the Company and their tenure was ended on 31 Mar 2014. These arein
addition to the in-house Internal Audit department. Audit Reports given by Chartered Accountant
Firms were reviewed by Audit Committee.

4.1.3 Company has appointed four Chartered Accountant Firms w.e.f. 01 Apr 2014 in place of
earlier Audit Firms carrying out Internal Audit for the year 2014-15 onwards.

4.2 Composition, Name of Members and Consequent to the tenure of Prof RK Mishra and
Chairman: Shri KL Mehrotra was ended on 07 Mar 2014,

4.2.1 Audit Committee consisted of following Board at its meeting held on 03 Mar 2014
Directors upto 07 Mar 2014 reconstituted the Audit Committee of the

Company w.e.f08 Mar 2014 as follows:

1. Prof RKMishra - Chairman (i) ShriAKKapoor - Chairman
Part Time Non Official Director Part Time Non Official Director

2. ShriKLMehrotra - Member (ii) ShriPKMishra - Member
Part Time Non Official Director Joint Secretary (ES)

Department of Defence Production

3. ShriAKKapoor -  Member (iii) ShriV UdayaBhaskar - Member
Part Time Non Official Director Director(Production)

4.2.2 For Audit Committee Meetings, Functional Directors are invited as Permanent Invitees and
representatives of Statutory Auditor and external Chartered Accountant firms doing Internal Audit
work may attend by invitation. Company Secretary acts as Secretary of the Audit Committee.

4.3 Meetings and Attendance of Audit Committee during the year:

4.3.1 ACircular No.8(94)/2012-D dated 29 Oct 2012 was issued by Ministry of Defence stating that
the Audit Committee constituted by Boards of DPSUs must meet at least once in every two months. In
compliance with the said Circular, during the year 2013-14, Seven (7) meetings of the Audit Committee
were held on 27 Apr 13, 17 Jun 2013, 31 Jul 2013, 20 Sep 2013, 15 Nov 2013, 31 Jan 2014 and 04 Mar
2014. The details of attendance of membersin such Meetings are as follows:



Name of the Director

No. of Meetings held during the
tenure of the respective

No. of Meetings Attended

AL member
1. Prof RK Mishra 7 7
2. | Shri KL Mehrotra 7 7
3. Shri AK Kapoor 7 7

5. Remuneration Committee:
5.1

A Remuneration Committee was constituted by the Board in its meeting held on 30 Jan 2009

with an Independent Director being the Chairman, in line with the Guidelines issued by DPE vide OM
No. 2(70)/08/DPE(WC), dated 26 Nov 2008. The terms of reference of the Committee, include,
deciding the annual bonus/variable pay pool and policy for its distribution to the Executives,
recommending yearly Performance Related Pay and recommending suitable Performance

Management System, etc.

5.2 Remuneration Committee is reconstituted
from time to time in line with Guidelines on
Corporate Governance issued by DPE in this
regard and the Committee reconstituted on 27
Sep 2013 and the following is the composition of
the Committee ason 07 Mar 2014.

1. ShriKL Mehrotra, - Chairman
Part Time Non Official Director

2. Prof RK Mishra, - Member
Part Time Non Official Director

3. Shri AKKapoor - Member

Part Time Non Official Director

4. Head of P&A of the Company-

Secretary 4.

5.2.1 Consequent to the tenure of the Prof RK
Mishra and Shri KL Mehrotra was ended on 07
Mar 2014, Board at its meeting held on 03 Mar
2014 reconstituted the Remuneration
Committee w.e.f. 08 Mar 2014 which are as
follows:

1. ShriAKKapoor - Chairman
Part Time Non Official Director
2. ShriPK Mishra, - Member

Joint Secretary (ES)
Department of Defence Production

3. ShriRGViswanathan, -  Member
Addl.FA(DRDO)&JS
Head of P&A of the Company - Secretary

Director (Finance) is the Permanent invitee of the Director (Finance)isthe Permanentinvitee of the

Meetings Remuneration Committee.

Meetings of Remuneration Committee.



5.3 Duringtheyear2013-14, two (2) meetings of the Remuneration Committee was held on 02 Aug
2013 and 03 Feb 2014. The details of attendance of membersin the Meeting are as follows:

Name of the Director No. of Meetings held during the No. of Meetings
S/Shri tenure of the respective member Attended
Shri K L Mehrotra 2 2
Prof R K Mishra 2 2
3. Shri AK Kapoor 2 2

5.4 Remuneration Policy / Details of remuneration to all Directors:

5.4.1 Being a Central Government Public Sector Enterprise, the appointment, tenure and
remuneration of Directors are decided by the Government of India. The Government letter
appointing the Chairman & Managing Director and other functional directors indicate the detailed
terms and conditions of their appointment including the period of appointment, basic pay, scale of
pay, dearness allowance, city compensatory allowance, etc., and it also indicates that in respect of
othertermsand conditions not covered in the letter, the relevant rules of the Company shall apply.

5.4.2 Chairman and Managing Director and other Functional Directors are appointed by the
Government initially for a period of 5 years from the date of appointment or upto the date of
superannuation of the individual or until further orders of the Government, whichever is the earliest.
Depending on the age and performance and on meeting other stipulated conditions the initial period
is extendable for a further period upto 5 years or upto the date of superannuation, whichever is
earlier. The part-time Government Directors are generally from the Administrative Ministry and
their term is co-terminus with the term of respective position held by them in Government at the
time of appointment on the Company’s Board. The Part-time Non-executive Directors (Independent
Directors) are appointed for a period of 3 years.

5.4.3 Details of remuneration of Whole-time Directors during the year 2013-14 are given below:

Figure inX

Name of Director Salary including Benefits Company cont.rlbutlon Inf:en- Leased
s/Shri arrears *(b) of PF, pension & tive Accommodation

*(a) Gratuity *(c)
SN Mantha, Chairman & 16,91,310 4,17,156 PF- 2,02,956 0 4,58,148 27,69,570
Managing Director Pension -
AVM PK Srivastava, VSM 5,48,311 3,59,393 PF - 65,485 0 1,12,500 10,85,599
(Retd)Director Production) Pension -
Up to 31 Jul 2013
Shri SV Subba Rao 15,09,525 3,69,672 PF- 1,79,913 0 4,50,000 25,09,410
Director (Finance) Pension -
Shri G Raghavendra Rao, 2,67,870 1,15,343 PF- 27,284 0 0 4,10,497
Director (Technial) Pension -
[upto 26 Jun 2013]
Shri V Udaya Bhaskar, 11,28,810 2,91,042 PF- 1,14,149 0 0 15,34,001
Director(Production) Pension- 4328
[w.e.f.01 Aug 2013]

T
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*(a) SalaryincludesBasic pay, DA, HRA, PP and Special Incentive for the year 2013-14.
*(b) Benefitsincludes VL Encashmentand perks.

5.4.3 Part-time Government Directors (Non-executive Directors) are not paid any remuneration.
They are also not paid sitting fee for attending Board/Committee meetings.

5.4.4 Board at its meeting held on 22 Nov 2013 enhanced the sitting fees payable to Part-time Non-
official Directors (Independent Directors) to I 20,000 per sitting for attending meeting of Board of
Directors of the Company w.e.f 22 Nov 2013 and retain the sitting fee of ¥ 10,000 per sitting payable
in respect of Board Level Committees. Details of sitting fee paid to the Independent Directors during

year 2013-14 are given below:
Sitting Fee inX

Name ‘ Total
1. Shri KL Mehrotra 3,00,000
2. Prof RK Mishra 2,80,000
3. Shri A K Kapoor 2,30,000

6. Procurement Committee:

6.1  The Committee was constituted by the Board on 29 Jul 2011 to review and sanction new
Projects (including R&D Projects) beyond the powers of CMD and upto a maximum limit of ¥ 25.00
Crore in each case and shall also approve procurement proposals which are beyond the powers of
CMD but within the powers of Board.

6.2 Followingis the composition of the Committee asat 31 Mar 2014:

1. ShriSN Mantha, - Chairman 4. AVM PK Srivastava, VSM (Retd) - Member
Chairman and Managing Director Director (Production)
(Upto31Jul2013)
2. Shri KL Mehrotra, - Member
Part-time Non-official Director 5. ShriSV SubbaRao, - Member
[upto 07 Mar 2014] Director (Finance)
3. Prof RKMishra, - Member 6. ShriGRaghavendraRao, -Member
Part-time Non-official Director Director (Technical)
[upto 07 Mar 2014] (Upto 26Jun2013)
7. ShriV UdayaBhaskar, -Member
Director (Production)
(From 01 Aug 2013)
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6.3 Company Secretary acts Secretary to the Committee and Head Corporate Commercial
Departmentisinvited to assist the Committee.

6.4 During the year 2013-14, three (3) meeting were held on 20 Sep 2013, 30 Nov 2014 and
03 Feb 2014. The details of attendance such meetings are as follows:

Name of the Director No. of Meetings held during

S/Shri

the tenure of the respective No. of Meetings Attended

member
1. Shri SN Mantha 3 3
2. Shri KL Mehrotra 3 3
3. Prof R K Mishra 3 3
4, AVM PK Srivastava, VSM (Retd) - -
5. Shri SV Subba Rao 3 3
6. Shri G Raghavendra Rao - -
7. Shri V Udaya Bhaskar 3 3

7. HRCommittee:
7.1 The Committee was constituted by the Board on 29 Jul 2011 to review and approve all
proposals relating to HR matters.

7.2 The committee was re-constituted by the Board on 27 Sep 2013. Followingis the composition of
the Committee ason 31 Mar 2014:

1. ShriSN Mantha, - Chairman 5.  ShriSV SubbaRao - Member
Chairman and Managing Director Director(Finance)
2. ShriKL Mehrotra, - Member 6. ShriGRaghavendraRao - Member
Part-time Non-official Director Director (Technical)
[upto 07 Mar 2014] [upto 26Jun 2013
3. Prof RKMishra - Member 7. ShriV UdayaBhaskar - Member
Part Time Non Official Director Director(Production)
[upto 07 Mar 2014] [From 01 Aug 2013]
4. AVM PK Srivastava - Member

Director (Production)

[upto31Jul2013]
7.3 Company Secretary acts as Secretary to the Committee and Head Personnel and Administration
Department will be invited to assist the Committee.
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8. Committee for monitoring CSR Plan and Sustainable Development
of the Company:

8.1 Department of Public Enterprise vide OM No.15(7)/2012-DPE (GM)-GL-104 dated 12 Apr
2013 issued new guidelines on Corporate Social Responsibility and Sustainability for Central Public
Sector Enterprises. The said guidelines necessitated the Company to reconstitute Committee on
Sustainable Development and Committee for monitoring CSR Plan of the Company as one
Committee i.e. Committee for monitoring CSRP and Sustainable Development of the Company w.e.f
01 Apr2013.

8.2 Followingis the Composition of the reconstituted committee upto 07 Mar 2014.

1. Prof RKMishra - Chairman 4.  ShriSV SubbaRao - Member
Part-time Non-official Director Director (Finance)
2. ShriKLMehrotra - Member 5. ShriVUdayaBhaskar - Member
Part-time Non-official Director Director (Production)
(From 01 Aug2013)
3. AVM PK Srivastava - Member

Director (Production)
(Upto31Jul2013)

8.2.1 Chairman of below Board Level Committee formed by the Company is the Member Secretary
of the Committee for monitoring CSP Plan and Sustainable Development of the Company.

8.2.2 Consequenttothetenure of Prof RK Mishra and Shri KL Mehrotra was ended on 07 Mar 2014,
Board at its meeting held on 03 Mar 2014 reconstituted the Committee for monitoring CSR Plan and
Sustainable Development of the Company w.e.f 08 Mar 2014. Following is the reconstituted
committeeason 31 Mar 2014.

1. ShriAKKapoor, - Chairman
Part time Non official Director

2. ShriSV SubbaRao, - Member
Director (Finance)

3. ShriVUdayaBhaskar - Member
Director (Production)

8.2.3 Chairman of below Board Level Committee formed by the Company is the Secretary of the
Committee for monitoring CSR Plan and Sustainable Development of the Company.
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8.3  Duringtheyearunderreport, four (4) meetings of the committee were heldon31Jul 2013, 15
Nov 2013, 03 Feb 2014 and 03 Mar 2014. The details of attendance of membersin such meetings are
as follows:-

No: of meetings held during

Name of the Director the tenure of respective No. of meetings attended
member

Prof. RK Mishra 4 4

Part Time Non Official Director
Shri KL Mehrotraa 4 4

Part Time Non Official Director
AVM PK Srivastava 1 -

Director(Production)[upto 31 Jul 2013]
Shri SV Subba Rao,Director(Finance) 4 4
Shri V Udaya Bhaskar.Director(Production) 3 3
[From 01 Aug 2013]

9. BoardLevel Committee:

9.1 Board atits meeting held on 27 Sep 2013 constituted a Board Level Committee to review and
recommend suitably for approval of the Board (i) Risk Management Policy of the Company (ii)
Revised Delegation of Powers and (iii) Works Manual of the Company. Following is the composition
of the Committee ason 03 Mar 2014:

1. ShriKL Mehrotra, - Chairman 3. ShriAKKapoor - Member
Part-time Non-official Director Part-time Non-official Director

2. Prof.RKMishra, - Member 4. ShriV UdayaBhaskar - Member
Part-time Non-official Director Director (Production)

9.2 During the year 2013-14, three (3) meetings of the committee were held on 15 Nov 2013, 30
Nov 2013 and07Jan 2014. The details of attendance of membersin such meetings are as follows:

Name of the Director No. of meetings held during No. of meetings attended
the tenure of respective member
Shri KL Mehrotra 3 3
Prof RK Mishra 3 3
Shri AK Kapoor 3 3
Shri V Udaya Bhaskar 3 3

Board at its meeting held on 03 Mar 2014 approved dissolution of the Committee as the task
assigned to the Committee was completed.
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10. Separate Meeting of Part time Non Official Directors:

Department of Public Enterprises vide OM No. F.No. 16(4)/2012-GM dated 28 Dec 2012
circulated model Role and Responsibilities of Part time Non Official Directors, which includes Part
time Non Official Director shall hold at least one meeting in a year without the attendance of
Functional and Government Directors and members of the management of the Company.
Accordingly, Part Time Non Official Directors under the Chairmanship of Prof RK Mishra hold its
meeting on 04 Mar 2014 and all the members have attended the meeting.

11.General Body Meetings:
All the Annual General Meetings of the Company were held at the Registered Office of the
Company. The details of such meetings for the last three years period are as under

Financial Date of the Meeting fime of the Venue of the Meeting
Year Meeting
41 2010-11 19 Sep 2011 17:00 Hrs
42 2011-12 24 Sep 2012 15:30 Hrs Registered Office,
Kanchanbagh, Hyderabad
43 2012-13 30 Sep 2013 10:30 Hrs

11.2 List of Special Resolutions:
No special resolutions were placed before the last three AGMs.

12. Disclosures:

12.1 Duringthe year 2013-14 the Company has not entered into any transaction with the Directors
that may have potential conflict with the interest of the Company at large. The members of the
Board, apart from receiving Remuneration (wherever applicable), do not have any material
pecuniary relationship or transaction with the Company which, in the Judgment of the Board, may
affectindependence of judgment of the Directors.

12.2 No Penalties and Strictures were imposed on the Company by any Statutory Authority on any
matter related to any guidelines issued by Government during the last three years.

12.3 Whistle Blower Mechanism:

The guidelines of Corporate Governance for CPSEs 2010 issued by DPE have been complied
with. The Whistle Blower Policy of the Company, inter alia, contains a provision enabling any person
to approach the Chairman of the Audit Committee. However, during the year under report, no
personnel have been denied access to the members of the Audit Committee orits Chairman.



44™ ANNUAL REPORT 2013-14

12.4  The Company is complying with all the Guidelines on Corporate Governance for CPSEs 2010
issued by DPE except guidelines on Segment Wise Reporting. The Company has obtained approval
of the Board for Risk Management Policy of the Company during the year 2013-14. Allthe applicable
Accounting Standards are followed except AS-17 relating to Segment reporting keeping in view the
nature of business and the sensitive nature of disclosure. However, such non disclosure does not
have any financial effect on the Accounts of the Company. Necessary disclosure is being made in
Notes forming part of Accounts. Present strength of the Board is Seven(7) as against the sanctioned
strength of Nine(9). Vacancies arised on the tenure of two Part time Non Official Directors ended on
07 Mar 2014 and resultant vacancies are yet to be filled.

12.5  Presidential Directives received and their implementation: presidential Directives, OMs
from DPE/Ministry received are being implemented. The Company received a Presidential Directive
No.H-62030/1/0227-D(BDL), dated 27 Apr 09 according sanction for implementation of revised pay
scales to the Board level and below Board level executives as per DPE guidelines issued thereon.
Accordingly, the Company has implemented the pay revision in compliance with the Presidential
Directive.

12.6 There were no items of expenditure debited in books of account, which are not for the
purpose of the business.

12.7  The Company has not incurred any expenditure which is personal in nature for the Board of
Directors and Top management.

12.8  Details of Administrative and Office Expenses as a percentage of total expenses vis-a-vis

financial expenses are furnished below: (Z in Crore)
SI.No. | Particulars | 2013-14 | 2012-13
1 Total Expenditure 600.46 499.51
(other than Materials)
2 Administrative & 11.64 11.62
Office Expenses
3 Percentage of (2) on (1) 1.94% 2.33%

13. Means of Communication:

The Company’s communication system with its Shareholders, Directors and other
stakeholders is through all means of communication channels including correspondence and the
official website (http://bdl.ap.nic.in) of the Company. The Company website provides information
about BDL like Company’s profile, Milestones, Mission & Vision, Objectives, achievements, etc., BDL
Management, Annual Report information, products, details of Tenders, RTI Act 2005 information,
Careers, E-procurement, Tenders, etc. The performance of the Company is communicated to the
Administrative Ministry every month.

e
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14. The Companyisstriving to ensure unqualified financial statements.

15.Need-based Training Programmes are formulated from time to time to meet the
requirements of the Company keepingin view the Projects on hand.

16.Code of Conduct for Directors and Senior Executives:

16.1 A Code of Conduct and Business Ethics as suggested by DPE in its Guidelines on Corporate
Governance for CPSEs 2010 has been adopted by the Company in respect of its Directors and Senior
Level Executives.

16.2 The Code has also been posted on the Company’s website. The Directors and the Senior
Executives have given declarations affirming the compliance with the code of conduct during the
year2013-14.

16.3 Adeclarationto this effect by the Chairman & Managing Director is given below:

17. Declaration by Chairman & Managing Director:

As provided under the Guidelines on Corporate Governance for CPSEs as contained in the DPE
OM No. 18(8)/2005-GM, dated 14 May 2010, issued by Department of Public Enterprises (DPE), itis
hereby declared that all Board Members and Senior Management Personnel affirmed compliance
with “The Code of Business Conduct & Ethics for Board Members and Senior Management of
Bharat Dynamics Limited” for the year ended 31 Mar 2014.

for Bharat Dynamics Limited

Place: Hyderabad. SN MANTHA
Date: 24)Jul2014 Chairman & Managing Director
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Annexure-IV

& %nedé M.Com., LLB, CAIIB, ACS.

Company Secretary in Practice
Mobile : 9849045347

Certificate on compliance of conditions on
CORPORATE GOVERNANCE

To

The Members of

Bharat Dynamics Limited
Hyderabad.

| have examined the compliance of conditions of Corporate Governance by
Bharat Dynamics Limited, for the year ended on March 31, 2014 as per the Guidelines on
Corporate Governance for Central Public Sector Enterprises - 2010,

The compliance of conditions of Corporate Governance is the responsibility of the
Management. My examination has been limited to a review of the procedures and
implementation thereof adopted by the Company for ensuring compliance with the
conditions of the Certificate of Corporate Governances as stipulated in the said
Guidelines. It is neither an audit nor an expression of opinion on the financial statements
of the Company.,

In my opinion and 1o the best of my information and according to the explanations
given 1o me. | certify that the Company has adopted a Code of Business Conduct and
Ethics for Board Members and Senior Management Personnel as per the “Guidelines on
Corporate Governance for Central Public Sector Enterprises - 20107, issued by Dept. of
Public Enterprises. as per which it is the responsibility of the Directors and Senior
Management Personnel to familiarize themselves with the Code and comply with its
standards: and affirmed compliance with the Code of Conduct for the financial year
ended March 31, 2014.

| further certify that the Company has complied with the Guidelines on
Corporate Governance issued by Department of Public Enterprises under ~Guidelines on
Corporate Governance for Central Public Sector Enterprises - 20107,

(Y.RAMESH)
Place: Hyderabad. Company Secretary in Practice
Date: 02™ Sep, 2014. CP No.: 7929

# 947, Balaji Nagar, Vidya Nagar, Hyderabad - 500 044.
Email : racs_y@yahoo.co.in
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1. BASIS OF PREPARATION OF FINANCIAL
STATEMENTS:

The Financial Statements are prepared under
the accrual basis and at historical cost unless
otherwise stated and in accordance with the
Generally Accepted Accounting Principles (GAAP)
in India and the provisions of the Companies Act,
1956.

2. FIXED ASSETS:

2.1 Land is capitalized at cost to the Company.
Development of land such as levelling, clearing and
grading is capitalized along with the cost of Building
in proportion to the land utilized for construction of
Buildings and rest of the development expenditure
is capitalized along with cost of land. Development
expenditure incurred for the purpose of
landscaping or for any other purpose not
connected with construction of any building is
treated as the cost of land.

2.2 Fixed Assets acquired with financial
assistance/subsidy from outside agencies either
wholly or partly are taken in the books at net cost to
the Company. Assets transferred free of cost by
Government are taken at nominal value.

2.3 Plant, Machinery & Equipment, Fixtures &
Office Furniture and Equipment costing
individually ¥ 5,000/- and below are depreciated
fully in the year of purchase. Minor civil works
including additions, alterations, etc., costing
individually I 50,000/- and below, not resulting in
additional floor space and internal partitions
costing individually ¥ 50,000/- and below are
charged to Revenue. Where the cost of such
partitions exceeds I 50,000/-, they are
depreciated within a period of 5 years or the lease
period of the premises, whicheveris less.

2.4 Material items retired from active use are
retained in the books at the lower of their net book
value and net realizable value till they are disposed
off. They are eliminated from the books on
disposal. The entire excess of sale proceeds over
the net book value of Fixed Assets is credited to the
Statement of Profit and Loss.

2.5 Expenditure on re-conditioning, re-siting
and re-layout of Machinery and Equipment is not
capitalised.

2.6  Cost of the initial pack of spares obtained
along with the procurement of Plant, Machinery
and Equipment is capitalised and depreciated in
the same manner as Plant & Machinery.

2.7 Premium paid on Leasehold Land is initially
Capitalised and amortised over 10 years or the
lease period whicheveris less.

3. INTANGIBLE ASSETS:

3.1 The expenditure incurred on General
Research and Development is charged to revenue
in the year of incurrence. Development
Expenditure financed by the Company and
expenses incurred thereon on specific projects
where the technical feasibility of the products has
been demonstrated and the Company intends to
produce and market the products are capitalised
for amortisation over production in future years.
In the event of the Company financed project(s)
being foreclosed/ abandoned, the expenditure
incurred up to the stage of foreclosure/
abandonment is charged off to revenue in the year
of foreclosure/ abandonment.

e
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3.2 Expenditure on training personnel/ foreign
technicians’ fees and expenses and other pre-
production expenses, etc., specific to
projects/products in the nature of Development
Expenditure is amortised over production/ sales
andto the extent notamortised, is carried forward.

3.3 Software internally developed/ acquired
from an outside source for internal use, costing
individually< 1.00 Lakh and above and which is not
an integral part of the related hardware, is
recognized as an intangible asset in the Books of
Account and is amortised over a period of three
years, on straight line method. Amortisation
commences when the asset is available for use.

4. TOOLSAND EQUIPMENT:

Expenditure on special purpose tools, jigs
and fixtures including specific to projects/ products
is initially capitalised for amortisation over
production/ sales and to the extent not amortised
is carried forward as an Asset. In-house
Manufactured tools are capitalized at cost or
realizable value whichever is less. Expenditure on
maintenance, re-work, re-conditioning, periodical
inspection, referencing of tooling, replenishing of
cutting tools and work of similar nature is charged
torevenue.

5. IMPAIRMENT OF ASSETS:

The carrying amount of assets on the date of
Balance Sheet is assessed and if the estimated
recoverable amount is found less than the carrying
amount, the impairment loss is recognized and
provided.

6. INVESTMENTS:

6.1 Current investments are carried in the
financial statements at the lower of cost and fair
value determined on an individual investment
basis.

6.2 Long-term investments are carried in the
financial statements at cost. However, provision is
made for diminution of permanent nature in the
value of investment.

7. DEFERRED DEBTS:

Unpaid installment payments together with
interest thereon under deferred payment terms
for the cost of imported material and tooling
content/ DRE of the equipment/products sold are
accounted as Deferred Debts from the customer
and are recovered as and when the installments
andinterest thereon are paid.

8. INVENTORIES:

8.1 Inventories are valued at lower of cost and
net realizable value. The cost of raw material,
components and stores are assigned by using the
actual weighted average cost formula and those in
transit at cost to date. In the case of stock-in-trade
and work-in-progress, cost includes material,
labour and related production overheads.

8.2 Miscellaneous Stores is valued at estimated
realizable value.

8.3  Stationery, uniforms, welfare consumables,
medical and canteen stores are charged off to
revenue at the time of receipt.

8.4 Raw-materials, Components, Construction
Materials, Loose Tools and Stores and Spare Parts
declared surplus/ unserviceable/ redundant are
charged torevenue.

8.5 Materials issued from main stores and lying
unused at the end of the year are not brought back
to stores.
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8.6  Provision for redundancy is made in respect
of closing inventory of Raw- materials and
Components, Stores and Spare parts, Construction
Materials and Loose Tools non-moving for more
than 5 years. Besides, where necessary, adequate
provision is made for redundancy of such inventory
in respect of completed/ specific projects and
other surplus/ redundant materials pending
transfer to salvage stores.
9. TRADE RECEIVABLES:

Disputed/ time-barred debts from the
Government departments are not treated as
Doubtful Debts.

10. CLAIMS ON SUPPLIERS/ UNDERWRITERS
/ CARRIERS/OTHERS:

Claims on Suppliers /Customers /
Underwriters/ Carriers / others towards loss/
damages are accounted when claims are preferred.
Disputed/ time barred claims due from the
Government Departments are not treated as
doubtful claims.

11. CONVERSION OF FOREIGN CURRENCY:

Liability for deferred payments including
interest thereon, on supplies/ services from the
USSR (erstwhile) is set up at the rate of exchange
notified by the Reserve Bank of India, for deferred
payments including interest thereon under the
protocol arrangements between the Government
of India and Government of Russia. In the case of
other currencies, liability is set up at the ruling rate
of exchange as on the date of Balance Sheet. The
differences due to fluctuations in the rate of
exchange are charged torevenue. In case of capital
items, adjustments are made to the cost of the
asset.

12. PROVISION FOR CURRENT AND
DEFERRED TAX:

Provision for current tax is made after taking
into consideration benefits admissible under the
provisions of the Income Tax Act,1961. Deferred
tax resulting from “timing differences” between
taxable and accounting income is accounted for
using the tax rates and laws that are enacted or
substantively enacted as on the Balance Sheet
date. The deferred tax asset is recognized and
carried forward only to the extent that there is a
virtual certainty that the asset will be realized in
future.

13. PROVISIONS, CONTINGENT LIABILITIES
AND CONTINGENT ASSETS:

A provision is recognized when the company
has a present obligation as a result of past event,
and it is probable that an outflow of resources will
be required to settle the obligation, in respect of
which a reliable estimate can be made. Provisions
are not discounted to its present value and are
determined based on best estimate required to
settle the obligation at the Balance Sheet date.
These are reviewed at each Balance Sheet date
and adjusted to reflect current best estimates.
Contingent Liabilities are not recognized but are
disclosed in the notes. Contingent Assets are
neither recognized nor disclosed in the Financial
Statements.

14. WARRANTY:

Warranty on goods sold, wherever
applicable, commences on setting up of sales and
accordingly provision for such warranty is made.
The period and terms / conditions of warranty
shall be as per the relevant contract.
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15. SALES:

15.1 In the case of products requiring proof
tests, sale is accounted for, on the basis of quantity
accepted after Proof Tests.

15.2 In the case of all other products, sale is
accounted for, on the basis of acceptance/ actual
despatch.

15.3 Where Sale Prices are not established, sales
are set up on provisional basis at prices likely to be
realized.

15.4 Sale value excludes Sales Tax/ VAT but
includes Excise Duty and Service Tax.

15.5

a) Contract Revenue in respect of Construction
Contracts undertaken for Customers is
recognised by reference to the stage of
completion of the contract activity at the
reporting date of the financial statements on
the basis of percentage of completion
method.

b) The stage of completion of contracts is
measured by reference to the proportion
that contract costs incurred for work
performed up to the reporting date bear to
the estimated total contract costs for each
contract.

c) Since the outcome of such a contract can be
estimated reliably only on achieving certain
progress, revenue is recognised only after a
minimum of 25% work is completed.

d) An expected loss on construction contract is
recognised as an expense immediately when
itis probable that the total contract costs will
exceed the total contractrevenue.

e) As the Revenue is recognised on
proportionate basis a provision for
contingencies equal to 30% of the surplus
of revenue over costs is made during the
execution of contract, which is to be
reversed on the completion of the
contract.

15.6

a) Incaseduedate andactual date of supply of
goods/ services fall in the same accounting
period, Liquidated Damages (LD) is
accounted for the period of delay, if any, as
per the contractual terms.

b) In case of slippage of delivery schedule,
provision in respect of LD is recognised on
such slippage for the period of delay
between the due date of supply of goods/
services as per the contractual terms and
the expected date of supply of the said
goods/ services.

16. EMPLOYEE BENEFITS
Short term Employee Benefits:

16.1 Short-term employee benefits such as
salaries, wages and short-term compensated
absences are recognised as an expense at the
undiscounted amount in the Statement of Profit
and Loss of the year in which the related service is
rendered.

Defined Contribution Plans:
16.2 The Company’s contribution paid/ payable
to company approved Retired Employee Medical
Scheme (REMI), Death Relief Fund (DRF),
Employee State Insurance Scheme (ESI),
contribution towards Provident Fund under the PF
Act and Pension Scheme are charged to revenue.

T A
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Defined Benefit Plans:

The Company’s Gratuity, Leave Salary
Schemes are Defined Benefit Plans. The
present value of the obligation towards
Gratuity is determined based on actuarial
valuation using the Projected Unit Credit
Method, which recognises each period of
service as giving rise to additional unit of
employee benefit entitlement and measures
each estimated future cash flows. Actuarial
gains and losses are recognized in Statement
of Profitand Loss.

16.3

16.4 The present value of obligation towards
Leave Salary is provided on Actuarial basis.
Actuarial gains and losses are recognized in
Statement of Profit and Loss.

16.5 Compensation paid to Employees under
Voluntary Retirement Scheme (VRS) is
charged to Statement of Profit and Loss in

the year of retirement.

As per our report of even date.
For LAXMINIWAS NEETH & CO.,
Chartered Accountants
Registration No.002460S

DAYANIWAS SHARMA
(M. NO. 216244)
Partner

Place: Hyderabad
Date : 24 Jul 2014

SV SUBBA RAO
Director (Finance)

Place: Hyderabad
Date : 24 Jul 2014

17. DEPRECIATION:

Depreciation on Fixed Assets is charged on
‘Straight Line’ method. The rate of depreciation s
derived by spreading the cost of the asset over its
expected life, except in the case of township
buildings, where the rate adopted is as per the
guidelines issued by the Department of Public
Enterprises. Depreciation is calculated on and
from 01 Apr 1991 on all additions made from the
date the asset is put to use/brought on charge.
Rates of depreciation prescribed in Schedule XIV
of the Companies Act, 1956, are not adopted. The
rates adopted are not less than those prescribed in
the said Schedule.

18. UNDER/OVERABSORPTION OF COSTS:

Adjustment is not made for under/ over
absorption of labour and overhead costs on jobs, if
the extent of under/ over recovery in a year does
not exceed 0.5% of such costs.

Note 1 to 28 and Accounting Policies attached
form part of accounts.

For and on behalf of the Board

SN MANTHA
Chairman and Managing Director

M. LAKSHMINARAYANA
Company Secretary

Ty A
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BHARAT DYNAMICS LIMITED : HYDERABAD
BALANCE SHEET AS AT 31 MAR 2014

PARTICULARS ‘ NOTE NO.‘ As at 31 March 2014 ‘ As at 31 March 2013

EQUITY AND LIABILITIES
Shareholders' Funds

(a) Share Capital 1 11500.00 11500.00

(b) Reserves and Surplus 2 110296.59 121796.59 83829.86 95329.86
Non-Current Liabilities

(a) Long Term Liabilities 3 4498.69 4694.28

(b) Long-Term Provisions 4 6389.62 10888.31 6273.34 10967.62
Current Liabilities

(a) Trade Payables ) 39815.45 31944.23

(b) Other Current Liabilities 6 646164.08 572405.31

(c) Short Term Provisions 7 14262.77 700242.30 16468.95 620818.49

TOTAL 832927.20 727115.97

ASSETS
Non-Current Assets
(a) Fixed Assets

(i) Tangible Assets 8 34187.54 26733.09

(ii) Intangible Assets 8 1772.78 1067.38

(iii) Capital Work-in-progress 9 6382.17 6326.42

(iv) Intangible Assets under development 9 633.16 626.16
(b)Non-Current Investments 10 53.60 53.60
(c) Deferred Tax Assets (Net) 11 2936.03 4129.21
(d) Long Term Loans and Advances 12 117714 1338.76
(e) Other Non-current assets 13 4374.40 51516.82 4564.59 44839.21
Current Assets
(a) Inventories 14 138250.52 100653.35
(b) Trade Receivables 15 39880.98 28154.73
(c) Cash and Cash Equivalents 16 426654.45 396225.56
(d) Short Term Loans and Advances 17 157694.91 144684.46
(e) Other Current Assets 18 18929.52 781410.38 12558.66 682276.76

TOTAL 832927.20 727115.97

2013-14

(% LAKH)

Accounting Policies and Notes attached form part of Financial Statements.

As per our report of even date.
For LAXMINIWAS NEETH & CO.,
Chartered Accountants
Registration No0.002460S

For and on behalf of the Board

DAYANIWAS SHARMA
(M. NO. 216244)
Partner

SV SUBBA RAO
Director (Finance)

SN MANTHA
Chairman and Managing Director

Place: Hyderabad
Date: 24 Jul 2014

M. LAKSHMINARAYANA
Company Secretary

Place: Hyderabad
Date : 24 Jul 2014
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BHARAT DYNAMICS LIMITED : HYDERABAD

STATEMENT OF PROFIT AND LOSS FOR THE YEAR ENDED 31 MAR 2014

2013-14

(% LAKH)

PARTICULARS ‘ NOTE NO.‘ Current Year Previous Year
| Revenue from Operations 19 177989.16 107471.01
Less: Excise Duty - (43.65)
Less: Service Tax 583.87 313.39
177405.29 107201.27
Il Other Income 20 53057.22 52262.19
Il Total Revenue (I+1) 230462.51 159463.46
IV Expenses:
Cost of materials consumed 21 122601.02 77957.20
Direct Expenses 11.28 90.69
Changes in inventories of Finished Goods,
Work-in-progress, Stock-in-Trade 22 (2459.57) (10080.86)
Employee Benefits Expense 23 30728.06 25898.50
Finance Costs 44.46 36.11
Depreciation and Amortisation expense 8 4140.78 4119.79
Other Expenses 24 18442.00 16970.65
Provisions 25 7078.62 3476.07
180586.65 118468.15
Less: Expenses relating to Capital Accounts 26 982.96 911.03
179603.69 117557.12
V  Profit Before Tax (llI-1V) 50858.82 41906.34
VI Tax Expense
Current Tax- Earlier years (316.75) (90.46)
Current year 15430.98 11840.98
Deferred Tax 11 1193.18 16307.41 1315.52 13066.04
VIl Profit / (Loss) for the period (V-VI) 34551.41 28840.30
VIII Earnings Per Equity Share of face value
% 1000 each
Basic and Diluted (in Rupees) 27 3004 2508
Accounting Policies and Notes attached form part of Financial Statements.
As per our report of even date.
For LAXMINIWAS NEETH & CO., For and on behalf of the Board
Chartered Accountants
Registration N0.002460S
DAYANIWAS SHARMA SV SUBBA RAO SN MANTHA

(M. NO. 216244)
Partner

Director (Finance) Chairman and Managing Director

M. LAKSHMINARAYANA
Company Secretary

Place: Hyderabad
Date: 24Jul 2014

Place: Hyderabad
Date : 24 Jul 2014
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BHARAT DYNAMICS LIMITED : HYDERABAD
NOTES FORMING PART OF FINANCIAL STATEMENTS AS AT 31 MAR 2014

(X LAKH)
PARTICULARS As at 31 March 2014 As at 31 March 2013

1 SHARE CAPITAL
Authorised
12,50,000 Equity Shares of ¥ 1,000/- each 12500.00 12500.00

Issued, Subscribed and paid up

11,50,000 Equity Shares of ¥ 1,000/- each fully paid -11500.00 | ~11500.00 |
_11500.00 | 11500.00
Details of Shareholders holding more than 5 % shares 100% of shares 100% of shares
are held by are held by
Government Government
of India of India

2 RESERVES AND SURPLUS

Capital Reserve

As per last Balance Sheet 21.60 19.56
Add: Additions during the year - 2.04
Closing Balance as on the date of Balance Sheet 21.60 21.60

General Reserve

As per last Balance Sheet 83741.66 61641.66
Add: Transfer from Statement of Profit and Loss 26500.00 22100.00
Closing Balance as on the date of Balance Sheet 110241.66 83741.66
Surplus
As per last Balance Sheet 66.60 77.08
Add: Transfer from Statement of Profit and Loss 34551.42 28840.30
34618.02 28917.38
Less: Appropriations
Interim Dividend 5800.00
Tax on Interim Dividend 985.71
Proposed Final Dividend 1110.29 5768.40
Tax on Proposed Final Dividend 188.69 980.34
Transfer to Capital Reserve - 2.04
Transfer to General Reserve 26500.00 22100.00
Closing Balance as on the date of Balance Sheet 33.33 66.60
110296.59 83829.86
21 Capital Reserve includes value of Assets
transferred free of cost by customers during the
year taken at nominal value (in ) - 71
3 LONG-TERM LIABILITIES
Trade Payables - Deferred Credit towards 45 years Component 4498.69 4694.28
4498.69 4694.28
4 LONG-TERM PROVISIONS - | - |
Provision for Employees' Benefits
Post Superannuation Medical Benefits - 937.05
Accrued Leave 6389.62 5336.29

6389.62 6273.34
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BHARAT DYNAMICS LIMITED : HYDERABAD

NOTES FORMING PART OF FINANCIAL STATEMENTS AS AT 31 MAR 2014
(X LAKH)

PARTICULARS As at 31 March 2014 As at 31 March 2013

5 TRADE PAYABLES

Micro, Small and Medium Enterprises 1318.27 669.40
Current maturity of Deferred Liabilities 195.60 262.78
Other Trade Payables 38301.58 31012.05

39815.45 31944.23

5.1 Information under Micro, Small & Medium Enterprises
Development Act:

) Principal Amount and interest due thereon remaining
unpaid to suppliers at the end of the year. 1318.27 669.40
(ii) Amount of Interest paid during the year along with the
amount of payment made to the suppliers beyond the
appointed date during the accounting year. - -
(iii) | Amount of Interest due and payable for the period of delay
in making payment. (Payments which have been made
beyond the appointed date without adding the interest

specified in the Act.) 4.79 2.41
(iv) | The amount of interest accrued and remaining unpaid at
the end of accounting year 71.30 36.24

(v) The amount of further interest remaining due and payable
even in the succeeding years, until such date when the
interest dues as above are actually paid to the Small
Enterprise for the purpose of disallowance as deductible
expenditure under Section 23 of MSME Act - -

6. OTHER CURRENT LIABILITIES

Advances from Government of India 576577.86 489906.08
Other Advances 46692.07 63399.82
Deposits 1344.86 1051.25
Other Liabilities 21549.29 18048.16

646164.08 572405.31

7 SHORT TERM PROVISIONS

Provision for Employee Benefits
Provision for Accrued Leave 34717 316.41
Provision for Gratuity - -

Other Provisions

Warranty 1984.09 2494.89
Liquidated Damages 9602.46 6430.94
Contingencies - Construction Contracts - -
Proposed Dividend 1110.29 5768.40
Tax on proposed dividend 188.69 980.34
CSR, Sus. Devpt. & Others 1030.07 477.97

14262.77 16468.95
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BHARAT DYNAMICS LIMITED : HYDERABAD

NOTES FORMING PART OF FINANCIAL STATEMENTS AS AT 31 MAR 2014
(X LAKH)

N»?g = PARTICULARS As at 31 March 2014 As at 31 March 2013

8.1 |Rates of depreciation specified in Schedule XIV of the Companies Act, 1956 have not been followed as the rates
followed by the Company are higher. However the effect on profit due to this is not ascertainable. The percentage of
depreciation adopted other than Schedule X1V rates are as under:

(a)Buildings: 3.50/8.00/2.00/4.00/13.00

(b) Plant & Machinery: 13.00/15.00/17.00

(c) Furniture, Fixtures and other equipment: 6.50/13.00/15.00

9 |CAPITALWIPAND INTANGIBLE ASSETS

UNDER DEVELOPMENT
Capital WIP 6382.17 6326.42
Intangible Assets under development 633.16 626.16

7015.33 6952.58

9.1 |Capital Work-in-Progress includes ¥ 40.09 Lakh (previous year ¥ 40.09 Lakh) of buildings kept in abeyance.
Subsequent to the report of the Dy. Collector and Tahsildar, the Company obtained Survey report from Asst.
Director, Survey Settlement and Land Records, R.R District. In order to proceed further, the company is in the
process of obtaining clearances from environmental authorities. Necessary adjustments would be carried out in the
books on receipt of clearance from environmental and other authorities.

10 |INON-CURRENT INVESTMENTS AT COST
(NON-TRADE/UN-QUOTED)

9,21,920 (Including 3,85,920 Bonus Shares) fully paid-up
Equity Shares of ¥ 10/- each of A.P. Gas Power
Corporation Limited 53.60 53.60

53.60 53.60

11 DEFERRED TAXASSETS (NET)

- Break-up of Deferred Tax Assets and Deferred Tax Liabilities (As per Accounting Standard 22) is as given below:

Deferred Tax Assets
a) Provisions 4656.12 3887.19
b) Sec.43B Disallowances 227.89 1493.91
c) Depreciation & related items 0.00 22.55
4884.01 5403.65
Deferred Tax Liabilities
a) Depreciation &related items 333.52 -
b) Development Expenditure 1614.46 1274.44
1947.98 1274.44
Net Deferred Tax Asset/(Liability) 2936.03 4129.21
12 |LONG TERMLOANS AND ADVANCES
a) Secured, Considered Good
Loans and advances-Employees 405.70 304.44
b) Unsecured, Considered Good
Capital Advances 660.30 915.81
Loans and advances-Employees 111.14 118.51
1177.14 1338.76
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BHARAT DYNAMICS LIMITED : HYDERABAD
NOTES FORMING PART OF FINANCIAL STATEMENTS AS AT 31 MAR 2014

PARTICULARS

OTHER NON-CURRENT ASSETS
Unsecured, considered Good
Deferred Debts

INVENTORIES *
(As Certified by Management)

Raw Materials and Components
Less: Provision for Redundancy
GIT of Raw Materials and Components

Construction Contracts - Customers

Work-in-progress #
Less: Provision for Redundancy

Finished Goods
Less: Provision for Redundancy
GIT of Finished Goods

Stores and Spare Parts
Less: Provision for Redundancy
GIT of Stores and Spare Parts

Loose Tools
Less: Provision for Redundancy
GIT of Loose Tools

Others

Construction Materials

Less: Provision for Redundancy
GIT of Construction Materials

Stores & Equipment - Welfare
Less: Amortisation

Miscellaneous Stores

* Include Material issued to Sub-contractors/Others
# Includes Inventory with Customers
TRADE RECEIVABLES
Unsecured - Considered good
Debts outstanding for a period
exceeding six months

Other Debts
Customers
Current maturities of Deferred Debts

As at 31 March 2014

4374.40
4374.40
90979.64
637.48
12747.27
103089.43
30695.83
178.42
30517.41
3241.89
15.09
3226.80
750.01
192.25
6.81
564.57
904.47
150.48
22.28
776.27
20.69
20.69
264.42
254.81
9.61
45.74
138250.52
10503.35
1525.47
4370.68
35320.11
190.19

39880.98

(X LAKH)

As at 31 March 2013

54151.81
655.26

14550.58

31275.72

84.21

202.43
16.23

686.93
162.03

13.27

751.42
137.26

30.62

20.69
1.26

3.26

226.93

223.90

4564.59
4564.59

68047.13

31191.51

186.20

538.17

644.78

22.69

3.03
19.84

100653.35
9183.85

5140.87

22958.21
55.65

28154.73
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BHARAT DYNAMICS LIMITED : HYDERABAD

2013-14

NOTES FORMING PART OF FINANCIAL STATEMENTS AS AT 31 MAR 2014

16

17

18

PARTICULARS

CASH AND CASH EQUIVALENTS

Balances with Banks in:
Current Accounts
Short Term Deposits

Cash on hand

Cash with Imprest Holders

SHORT-TERM LOANS AND ADVANCES
a) Secured, considered good
Loans and advances to related parties
Goods and Services
b) Unsecured, considered good
Loans and Advances to related parties
Goods and Services
Less: Provision for doubtful advances

Employees
Claims/Refunds receivable
Less: Provision for doubtful claims

Prepaid expenses
Deposits

Advance Income Tax (Net)
Advance Service Tax

Cenvat Credit (ED) Receivable
Cenvat Credit (Service Tax) Receivable

OTHER CURRENT ASSETS
Interest Accrued but not due
- Short term deposits
- Others

As at 31 March 2014

11544.13

415100.00

113916.24

0.41

2585.20

21.47

426644.13
9.11
1.21

426654.45

28112.80

113915.83
253.00

2563.73

73.23
7170.89
3918.63
1673.23

13.57

157694.91

18911.15
18.37

18929.52

(X LAKH)

As at 31 March 2013

4025.52

392198.40

120409.74

0.41

1891.41

21.47

396223.92
0.84
0.80

396225.56

18947.83

120409.33
53.59

1869.94
55.86
338.46
1445.77
1563.35

0.33
144684.46

12529.30
29.36
12558.66
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BHARAT DYNAMICS LIMITED : HYDERABAD

NOTES FORMING PART OF FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MAR 2014

PARTICULARS

Current Year

(X LAKH)

Previous Year

20

REVENUE FROM OPERATIONS
Sale of Products

Finished Goods

Spares

Miscellaneous

Sale of Services
Repairs and Overhauls
Training
Job Works

Other Operating Revenues
Construction Contracts
Sale of Scrap
Others

Prior Period Items
Gross Revenue from operations
OTHER INCOME

Interest on :
Short Term Deposits

Sundry Advances - Employees and Others
Other Deposits
Transportation - Employees
Disposal of Surplus / unserviceable stores
Township
Profit on sale of Assets (Net)
Provision no longer required written back
Liquidated Damages
Warranty
Redundancy
CSR Expenses
Post Superannuation Medical Benefit(PSMB)
Others

Liability written back

Liquidated Damages recovered from suppliers
Net gain on foreign currency transactions
Miscellaneous

166383.17
3556.06

2284.71

1255.36
18.34

4176.46

1654.41
1585.14
287.95
220.84
937.05

172223.94

5450.16

33.14
892.02

(610.10)

177989.16

41184.79
55.04
345.16
16.85

150.92

4685.39

14.76
4801.52
1189.48

613.31

53057.22

100033.20
2781.98

1902.61

451.15

1926.65

6246.59
821.57
531.22
131.99

40.30

104717.79

2377.80

16.98
499.20

(140.76)

107471.01

41654.35
48.16
55.54
15.95

0.07
141.93
10.17

7771.67

139.16
1908.79
293.97
222.43
52262.19
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BHARAT DYNAMICS LIMITED : HYDERABAD

NOTES FORMING PART OF FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MAR 2014
(X LAKH)

PARTICULARS Current Year Previous Year

21 COST OF MATERIALS CONSUMED

Opening Stock 55610.85 36822.21
Add: Purchases 182178.18 115069.78
237789.03 151891.99
Less: Closing Stock 92654.81 55610.85
145134.22 96281.14

Less: Stores consumed on
Deferred Revenue Expenditure 314.67 24.68
Tools and Jigs 0.32 3.58
Expenses Accounts and Other Assets 22218.21 18295.68
22533.20 18323.94

Prior period Consumption > -

122601.02 77957.20
22 Changes in inventories of finished goods
and Work-in-progress
(Increase)/Decrease
Opening Balance
(i) Work-in-progress 31275.72 21244.00
(ii) Finished goods 202.43 153.29
31478.15 21397.29
Closing Balance
(I) Work-in-progress 30695.83 31275.72
(i) Finished goods 3241.89 202.43
33937.72 31478.15
(2459.57) (10080.86)
23 EMPLOYEE BENEFIT EXPENSES
Salaries and Wages 24703.13 22656.77
Contribution to Provident and Other Funds 4997.48 2162.64
Staff welfare expenses 1027.45 1079.09
Prior Period - -
30728.06 25898.50

23.1 Remuneration to whole time Directors 146.41 135.02




44™ ANNUAL REPORT 2013-14

BHARAT DYNAMICS LIMITED : HYDERABAD
NOTES FORMING PART OF FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MAR 2014 (X LAKH)
23.2 | As per the provisions of Revised Accounting Standard 15 Current Year Previous Year
the following information is disclosed in respect of Gratuity
1 Assumptions
a) | Discount Rate (per annum) 8.00% 8.00%
b) | Salary Escalation (per annum) 6.00% 6.00%
2 Table Showing the Changes in the present
value of the Obligation
a) | Present value of Obligation at the beginning of the year 9507.50 8807.24
b) | Interest Cost 760.60 704.58
c) | Current Service Cost 251.40 267.72
d) | Benefits Paid - Actuals 788.67 621.73
e) | Expected Liability at the year end 9730.83 9157.81
f) | Present value of Obligation at the end of the year 9925.52 9507.50
g) | Actuarial gain / (loss) (194.69) (349.69)
3 Changes in fair value of the Plan Assets
a) | Fair value of plan assets at the beginning of the year 9507.49 8714.34
b) | Expected return on plan assets 825.68 789.88
c) | Contributions 381.02 625.00
d) | Benefits Paid 788.67 621.73
e) | Actuarial gain / (loss) on plan assets - -
f) | Fair value of plan assets at the end of the year 9925.52 9507.49
4 Table showing fair value of Plan Assets
a) | Fair value of plan assets at the beginning of the year 9507.49 8714.34
b) | Actual return on plan assets 825.68 789.88
c) | Contributions 381.02 625.00
d) | Benefits Paid 788.67 621.73
e) | Fair value of plan assets at the end of the year 9925.52 9507.49
f) | Funded Status - (0.01)
g) | Excess of Actual over estimated return on plan assets = =
5 Actuarial Loss or Gain recognised
a) | Actuarial Loss for the year - Obligation (194.69) (349.69)
b) | Actuarial Loss for the year - Plan Assets - -
c) | Total Loss for the year (194.69) (349.69)
d) | Actuarial Loss recognised (194.69) (349.69)
6 Amount to be recognised in the Balance Sheet
a) | Present value of the Obligations at the end of the year 9925.52 9507.50
b) | Fair value of plan assets at the end of the year 9925.52 9507.49
c) | Funded Status - (0.01)
d) | Net Liability / Asset recognised in the Balance Sheet - (0.01)
7 Expenses recognised in the statement of P&L
a) | Current Service Cost 251.40 267.72
b) | Interest Cost 760.60 704.58
c) | Expected return on Plan Assets 825.68 789.88
d) | Net actuarial gain / (loss) recognised in the year (194.69) (349.69)
e) | Expenses recognised in P&L a/c 381.01 532.11
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BHARAT DYNAMICS LIMITED : HYDERABAD
NOTES FORMING PART OF FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MAR 2014 S

23.3 |Compensated Absences
The Actuarial Liability of Accumulated absences of the
employees of the Company 6736.79 5652.70
Discounting Rate 8.00% 8.00%
Salary escalation Rate 6.00% 6.00%
Retirement Age 60 Years 60 years
23.4 |Post Retirement Medical Scheme
Contributions made during the year 135.83 10.13
Contributions made to Post Superannuation Medical
Benefits pending finalisation of the improvements to the
existing Scheme included in Long Term Provisions (Note 4)
and Provisions (Note 25) - 522.29
24 OTHER EXPENSES
Shop Supplies 502.87 499.53
Power and Fuel 1506.12 1273.31
Water Charges 285.27 362.19
Travelling # 958.41 800.73
Repairs:
Buildings 1339.19 958.18
Plant, Machinery and Equipment 740.78 766.46
Furniture and Equipment 3.59 5.26
Vehicles 71.87 15.81
Others 156.76 159.40
Vehicle Expenses - Petrol and Diesel 43.04 57.44
Loose Tools and Equipment 267.93 323.99
Insurance 173.44 111.75
Rates and Taxes 126.65 86.24
Postage, Telegrams, Telex and Telephones 128.55 132.81
Printing and Stationery 85.47 92.76
Publicity 210.25 256.13
Advertisement 234.83 256.55
Bank Charges 126.55 93.51
Legal Expenses 2.90 2.46
Write offs:
Stores 194.63 38.31
Bad and Doubtful Debts - 412
Others 11.91 45.82
Auditors' Remuneration:
Statutory Audit fees 3.50 3.50
Tax Audit fees 0.35 0.20
Service Tax 0.48 0.46
Documentation fees and expenses 0.17 -
Loss on Sale of Assets (Net) 0.47 -
Security Arrangements 2414.96 2086.27
Liquidated Damages 5682.57 6358.06
Computer Software and Development 7.95 1.04
Entertainment 1.45 1.05
Courtesy 84.62 79.00
Sitting Fee paid to Directors 9.20 4.60
Sitting Fee paid to Independent External Monitors 0.70 2.36
Exchange Differential(Net) - -
CSR Expenditure 220.84 131.99
Miscellaneous Operating Expenses 2843.73 1912.23
Prior Period Items - 47.13
18442.00 16970.65
# 24.1|Includes Directors' Travelling Expenses 57.53 74.18
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BHARAT DYNAMICS LIMITED : HYDERABAD
NOTES FORMING PART OF FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MAR 2014 (X LAKH)

N,‘?JE PARTICULARS CURRENT YEAR PREVIOUS YEAR

25 PROVISIONS
Replacement and other charges, Warranty and
Batch Rejections 1074.34 1700.30
Redundancy Provision 405.41 625.45
Liquidated Damages 4825.93 158.11
Post-Superannuation Medical Benefits - 522.29
Corporate Social Responsibility & Sustainable Devpt., etc. 772.94 469.92
7078.62 3476.07
26 EXPENSES RELATING TO CAPITALAND
OTHERACCOUNTS
Intangible Assets (Devpt. Exp.) 589.31 370.93
Tools and Jigs 385.27 440.23
Others 8.38 99.87
982.96 911.03
27 Earnings Per Share :
Earnings per Share (Basic) calculated as per AS-20
Net Profit After Tax 34551.41 28840.30
Number of Equity Shares of Face Value of¥ 1000/- each 1150000.00 1150000.00
fully paid up
Basic and Diluted Earnings Per Share (%) 3004.47 2507.85
There are no dilutive potential Equity Shares.
28 Mandatory Disclosures
Contingent Liabilities Not Provided for:
28.01| Outstanding Letters of Credit and Guarantees:
(i) Letters of Credit 14339.01 11235.39
(i) Guarantees and Counter Guarantees 11.89 11.89
Total 14350.90 11247.28
28.02| Claims/Demands againstthe Company not
acknowledged as Debt:
(i) Sales Tax 14793.84 14449.88
(i) Service Tax 43.11 89.89
(iii) Others 1534.28 3389.04
Total 16371.23 17928.81
28.03| Estimated amount of contracts remaining to be executed on
Capital Account and not provided for, is 15130.74 5382.04

28.04| General Exemption has been granted by the Government vide Notification No S.0.301 (E) dated 08 Feb 2011 from
compliance with the provisions contained in para 3(i)(a), 3(ii)(a), 3(ii)((d), 4-C, 4-D(a) to (e) except (d) of Part-Il of
Schedule VIto the Companies Act,1956.

Disclosures as per Accounting Standards:

28.05| Prior Period Transactions (AS-5) which are over3 1.00 Lakh in each case are considered as such and disclosed in the
Accounts. The effect of such transactions on the profit for the year is ¥ 738.26 Lakh Decrease (Previous YearI 99.82
Lakh decrease) as detailed below:

CURRENT YEAR PREVIOUS YEAR

Credit Credit

sI
No. PARTICULARS

1 Sales - (140.76)
2 Depreciation/Amortisation -
3 Direct Expenses 16.20
4 Other Expense -
Total 16.20 (140.76)
Net effect on Profit--> Increase/(decrease) (738.26) (99.82)
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BHARAT DYNAMICS LIMITED : HYDERABAD

NOTES FORMING PART OF FINANCIAL STATEMENTS

FOR THE YEAR ENDED 31 MAR 2014

I LAKH
Particulars Current Year| Previous Year |

28.06
a)
b)

c)

d)

28.07

28.08

28.09

28.10

Effect of changes in the Foreign Exchange rates as per AS-11
Exchange rate differences adjusted to fixed assets during the year amounting to
Exchange rate variation recognised in Profit & Loss Account towards
Capital Assets
Rescheduled portion of deferred credit is valued at the Exchange Rate
applicable as per the Protocol. Effect of exchange rate variation over this
i) Increase in liability in respect of Company's portion
i) Increase in liability in respect of Customer's portion
which is taken to accounts payable with equal amount to
claims receivable as the same does not devolve on the company
Deferred Liabilities include interest not accrued but broughtinto books as
per Government of India instructions.

83.69

117.53

4136.79

29.28

44.55

1567.87

Keeping in view the nature of business and the sensitive nature of disclosure, it is considered prudent not to disclose
information required as per AS 17 regarding Segment Reporting. Such non-disclosure does not have any financial effect

on the Accounts of the Company.

Details of Related Party Transactions (AS 18) are as given below:

Name of the Party Relation Transaction

Curr. Year

Prev. Year

Institute of Public Enterprises Prof. R.K.Mishra, (I) Other Publicity Expense 1.30 3.87

(IPE), Hyderabad Independent Director | (i) CSR 10.54 7.45
is also Director of IPE (iif) Training, Seminar,

Course Fee, etc 7.90 4.84

Total 19.74 16.16

There are no other transactions with related parties except remuneration paid to / expenses incurred in respect of whole

time directors which is disclosed under the relevant Note Nos. 23 and 24.

Expenditure relating to Research and Development including product improvement financed by the Company during the

year charged to natural heads of account :

Being in the nature of Revenue expenditure
Being in the nature of Capital expenditure (Assets Capitalised)

Impairment loss recognised during the year as per AS - 28

1674.91 1823.20
313.97 104.93
Nil Nil
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FOR THE YEAR ENDED 31 MAR 2014 (X LAKH)
[ 28.11 | Provisions and Contingent Liabilities - disclosure as required by AS 29 is furnished below:
Current Year
; Provision | ytjjisation | Reversal :
Nature of Provision ggg:::‘eg dur:;:g (:he duri:grthe duri:grthe g;?::t‘:ge
VCEL . y
1 Warranty 2494.89 1074.34 - 1585.14 1984.09
2 Liquidated Damages 6430.94 4825.93 1654.41 - 9602.46
3 Post-Superannuation Medical Benefits 937.05 - - 937.05 -
4 Redundancy 1056.25 405.41 191.52 96.42 1173.72
5) Doubtful Advances/Claims 21.88 - - - 21.88
6 Corporate Social Responsibility 477.97 576.80 220.84 - 833.93
7 Future Charges - 196.14 - - 196.14
11418.98 7078.62 2066.77 2618.61 13812.22
Previous Year
; Provision | yjjisation | Reversal :
Nature of Provision gsﬁ'ﬁ'gf durr?:g s dur)i(ggrthe durizgrthe g;?::::g
VCEL 4
1 Warranty 1616.16 1700.30 - 821.57 2494.89
2 Liquidated Damages 12519.43 158.11 3822.04 242455 6430.94
3 Post-Superannuation Medical Benefits 414.76 522.29 - - 937.05
4 Redundancy 962.02 625.45 38.31 492.91 1056.25
5 Doubtful Advances/Claims 62.18 - 40.30 - 21.88
6 Corporate Social Responsibility 140.04 469.92 131.99 - 477.97
15714.59 3476.07 4032.64 3739.03 11418.98
Contingent Liabilities referred to in Note 28.01 and 28.02 are dependent upon terms of contractual obligations
devolvement, raising of demand by concerned parties and the outcome of court/arbitration/ out of court settlement
disposal of appeals.
Other Disclosures:
28.12

a) |In case of a supplier, the Company initiated legal action for recovery of advance amount of¥ 17.19 lakh with interest etc.
as the Contract was not executed. Though District Court issued a decree for an amount of ¥ 48.10 Lakh together with
interest etc., in favour of the Company, the decretal amount has not been recognised as claims receivable / income since
the supplier was granted stay of operation of the decree by Hon'ble High Court and the matter is sub-judice as on date.

b) |In case of another supplier, the Company has initiated legal action for recovery of advance amount of ¥ 4.45 lakh with
interest, being amount paid towards material purchases, which were subsequently rejected and taken back by the supplier
but failed to supply the correct material. The case is pending in City Civil Court, Hyderabad and the matter is sub-judice as
ondate.

28.13 |Letters requesting Confirmation of Balances have been sent in respect of Debtors, Creditors, Claims Receivable
Materials with Contractors / Sub-Contractors, Advances, Deposits and others. Based on the replies wherever received
reconciliations / provisions / adjustments are made as considered necessary.

28.14 |Outof the advances of ¥ 42454.91 Lakh (previous year3 42454.91 Lakh) received from the customers, in respect of three
contracts which are shortclosed, the Company has made payments to suppliers for procurement of Special Tools and
Equipment and inventory. Against these payments, Special Tools and Equipment (Note 8) include an amount of ¥ 114.05
Lakh (previous year ¥ 114.05 Lakh), Current Assets, Loans and Advances (Notes 14 to 18) include an amount of
% 11014.16 Lakh (previous year 11014.16 Lakh) in suppliers' account and ¥ 8048.28 Lakh (previous year I 8269.07
Lakh) in inventory account, total amounting to ¥ 19176.49 Lakh (previous year¥ 19397.28 Lakh). As these assets had
been acquired/expenditure had been incurred by the company based on firm orders and out of the funds provided by the
customer, no loss devolves on the company on account of long outstanding advances and non-moving Special Tools and
Inventory. Hence, no provision is considered necessary. Further, in respect of these shortclosed contracts, the company
approached the customers for compensation of ¥ 2,787.00 Lakh (Prev. Year ¥ 2787.00 lakh) being the net amount of
expenditure after adjustment of the available advance. Hence, for want of finalisation of the amount from the Government/
Customers, no claim/impact on profit has been accounted in the books.
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BHARAT DYNAMICS LIMITED : HYDERABAD

NOTES FORMING PART OF FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 MAR 2014

28.15| During the current financial year the practice of accounting of Liquidated Damages was changed and accordingly a new
Accounting Policy has been introduced. The net effect of such change on the profit for the year is ¥ 2702.76 lakh
(decrease).

28.16| Previous year figures have been regrouped or rearranged wherever necessary. Negative figures are indicated in
parenthesis.

Note Nos. 1 to 28 and Accounting Policies attached form part of Financial Statements

For LAXMINIWAS NEETH & CO., For and on behalf of the Board
Chartered Accountants
Registration N0.002460S

DAYANIWAS SHARMA SV SUBBA RAO SN MANTHA

(M. NO. 216244) Director (Finance) Chairman and Managing Director
Partner

Place: Hyderabad Place: Hyderabad M. LAKSHMINARAYANA

Date: 24 Jul 2014 Date : 24 Jul 2014 Company Secretary
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BHARAT DYNAMICS LIMITED : HYDERABAD
CASH FLOW STATEMENT FOR THE YEAR ENDED 31 MAR 2014

PARTICULARS

A. CASH FLOW FROM OPERATING ACTIVITIES:
Net Profit Before Tax and Extraordinary items
Adjustments for :

Depreciation and amortisation

Interest income

Interest expense
Operating Profit Before Working Capital Changes
(Increase)/Decrease in trade receivables
(Increase)/Decrease in inventories
(Increase)/Decrease in loans and advances (excluding
advance tax and interest accrued)
Increase/(Decrease) in sundry creditors, liabilities & provisions
Cash generated from operations
Income taxes paid
Cash flow before extraordinary item
Proceeds from extra-ordinary items

4140.56
(41584.99)
44.46
13458.85
(11726.26)
(37597.17)

(10185.78)
84794.26

Net cash from operating activities (A)

B. CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of fixed assets

Proceeds from sale of assets

Interest received

(12187.76)
(175.39)
35214.13

Net cash from investing activities (B)

C. CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of deferred liabilities

Decrease in deferred debts

Interest paid

Dividends paid

(44.46)
(12554.11)

Net cash used in financing activities (C)
Net increase/(decrease) in cash and cash equivalents

Cash and cash equivalents as at the beginning of the year

Cash and cash equivalents as at end of the year

31 MAR 2014

50858.82

38743.90
(18567.43)
20176.47

20176.47

22850.98

(12598.57)
30428.88
396225.56

426654.44

4097.77
(41758.05)
36.11
428217
(19315.54)
(40396.23)

(48300.57)
62021.15

(13485.17)
348.74
40101.14

(36.1 1;
(4700.05)

31 MAR 2013

2013-14

 LAKH)

41906.34

(41709.02)
(13801.95)
(55510.97)

(55510.97)

26964.71

(4736.16)
(33282.42)
429507.98

396225.56

As per our report of even date.
For LAXMINIWAS NEETH & CO.,
Chartered Accountants
Registration No.002460S

For and on behalf of the Board

DAYANIWAS SHARMA
(M. NO. 216244)
Partner

SV SUBBA RAO
Director (Finance)

SN MANTHA
Chairman and Managing Director

Place: Hyderabad Place: Hyderabad M. LAKSHMINARAYANA
Date: 24 Jul 2014 Date : 24 Jul 2014 Company Secretary
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chartered accountants

INDEPENDENT AUDITOR’S REPORT

The Members of
Bharat Dynamics Limited.

Report on Financial Statements

2

3

We have audited the accompanying financial statements of Bharat Dynamics Limited (“the
Company”) which comprise the Balance Sheet as at 31t March, 2014, the Statement of Profit
and Loss and the Cash Flow Statement for the year then ended, and a summary of
significant accounting policies and other explanatory information, which we have signed
under reference to this report.

Management’s Responsibility for the Financial Statements

The Company’s management is responsible for the preparation of these financial
statements that give a true and fair view of the financial position, financial performance
and cash flows of the Company in accordance with the Accounting Standards referred to in
sub-section (3C) of section 211 of the Companies Act, 1956. This responsibility includes the
design, implementation and maintenance of internal control relevant to the preparation and
presentation of the financial statements that give a true and fair view and are free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express anopinion on these financial statements based on our audit.
We conducted our audit in accordance with the Standards on Auditing issued by the
Institute of Chartered Accountants of India. Those Standards require that we comply with
ethical requirements and plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence, about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Company’s preparation and fair presentation of
the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the

402, 4th Floor. Moghul's Court, Basheerbagh, Hyderabad - 500 001
Ph: +91 40 2324 0700, +91 40 2324 0900, Fax . +91 40 4010 0860
Email: mail2Lnco@Lncofirm.com, Website : www.Lncofirm.com
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entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of the accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

5. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opirfion.

Opinion

6. In our opinion, and to the best of our information and according to the explanations given
to us, the accompanying financial statements give the information required by the Act in
the manner so required and give a true and fair view in conformity with the accounting
principles generally accepted in India:

(a) in the case of the Balance Sheet, of the state of affairs of the Company as at
March 31, 2014;

(b) in the case of the Statement of Profit and Loss, of the profit for the year ended
on that date; and

(c) in the case of the Cash flow statement, of the cash flows for the year ended on
that date.

Report on Other Legal and Regulatory Requirements

7. As required by ‘the Companies (Auditor's Report) Order, 2003', as amended by ‘the
Companies (Auditor's Report) (Amendment) Order, 2004’, issued by the Central
Government of India in terms of sub-section (4A) of section 227 of the Companies Act, 1956
(herein after referred as “Order”), and on the basis of such checks of the books and records of
the Company as we considered appropriate and according to the information and
explanations given to us, we give in the Annexure a statement on the matters specified in
paragraphs 4 and 5 of the Order.

8. As required by section 227(3) of the Companies Act,1956 we report that:

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

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

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




44™ ANNUAL REPORT 2013-14

(d) In our opinion, the Balance Sheet, the Statement of Profit and Loss and the Cash Flow
Statement dealt with by this report comply with the accounting standards referred to in
subsection (3c) of section 211 of the Companies Act, 1956;

-

(e) On the basis of written representations received from the Directors as on 315t March,
2014, and taken on record by the Board of Directors, none of the Directors is disqualified
as on 31st March 2014, from being appointed as a director in terms of clause (g) of
sub-section (1) of section 274 of the companies act, 1956.

For LAXMINIWAS NEETH & CO
Chartered Accountants

Dayaniyvas Sharma
Place: Hyderabad Partner
Date: 24)7|M Membership No, 216244
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(ii).

(ii).
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ANNEXURE TO THE INDEPENDENT AUDITORS” REPORT:

Bharat Dynamics Limited

[Referred to in paragraph 7 under the heading of ‘Report on Other Legal and Regulatory
Requirements” of our report on even date to the Members of Bharat Dynamics Limited on the
Financial Statements as of and for the year ended 31st March, 2014]

a. The Company is maintaining proper records showing full particulars, including
quantitative details and situation, of fixed assets.

b. According to the information and explanation given to us, all the assets have been
physically verified by the Management during the year, which in our opinion, is
reasonable having regard to the size of the Company and the nature of its assets. No
material discrepancies have been noticed on such verification.

c. No major part of fixed assets was disposed off during the year hence do not affect the
going concern assumption.

a.  As explained to us, inventory has been physically verified by the management during
the year except material lying with the third parties (which have substantially been
confirmed). In our opinion, the frequency of verification is reasonable.

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

¢. According to the information and explanation given to us, the company is maintaining
proper records of inventory. The discrepancies noticed on verification between the
physical stocks and the book/records were not material.

a. According to the information and explanations given to us, the Company has not
taken/ granted any loan from/to companies, Firms or other parties listed in the register
maintained under section 301 of the companies act, 1956,

b.  As explained to us no advances in the nature of loans were given by the company

hence this clause is not applicable.




(iv).

(v).

(vi).

(vii).

(viii).

(ix).
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In our opinion and according to the information and explanations given to us, there is an
adequate internal control system commensurate with the size of the Company and the
nature of its business with regard to the purchases of inventory, fixed assets and with
regard to the sale of goods and services. During the course of our audit, we have not
observed any continuing failure to correct major weaknesses in internal controls.

In our opinion and according to the information and explanations given to us, there are no
transactions made in pursuance of contracts or arrangements that are needed to be entered
in the register maintained under section 301 of the companies Act, 1956.

In our opinion and according to the information and explanations given to us, the company
has not accepted any deposits from the public within the meaning of Sections 58A, 58AA or
any other relevant provisions of the Companies Act, 1956 and the rules framed there under.

In our opinion The Company has an internal audit system commensurate with its size and
nature of its business.

We have broadly reviewed the books of account relating to materials, labour and other
items of cost 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 and we are of the opinion that prima facie the prescribed accounts and records
have been made and maintained. We have not, however, made a detailed examination of
the records with a view to determine whether they are accurate or complete.

a. According to the information and explanations given to us and the records of the

company examined by us, the company is generally regular in depositing with
appropriate authorities 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 material statutory
dues applicable to it.

b. Statutory dues aggregating to Rs 9076.23 lakh that have not been deposited on account

of dispute and pending before the appropriate authorities are as follows.

Name of the | Nature of Rs.

i statute

dues

Forum where the dispute is pending

(In Lakhs

1 CST Act

CSsT

AP High Court

1462.67

2 CST Act

CsT

AP Sales Tax Appellate Tribunal

7269.19

CST Act

CsT

Appellate Deputy Commissioner (CT)
Panjagutta Division

290.62

Finance Act

Service
Tax

Commissioner Hyderabad-II Service tax

43.11

AP VAT Act

VAT

Appellate Deputy Commissioner (CT)

Panjagutta Division

8.13
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| 6 |APVATAct |VAT | Assistantcommissioner (CT) LTU | 2.53 |

c.  According to the information and explanations given to us, there are no dues of Sales
tax, Income Tax, Service tax, Municipal tax, Customs duty, Excise duty and Wealth tax
which have not been deposited with the appropriate authorities on account of any
dispute,

(x). In our opinion, the company has no accumulated losses as at 31.03.2014 and it has not
incurred any cash losses in the financial year ended on that date or in the immediately
preceding financial year.

(xi).  According to the information and explanation given to us, the Company has not borrowed
any amount from financial institutions, bank and debenture holders during the financial
year.

(xii). In our opinion and according to the information and explanations given to us, the
Company has not granted loans and advances on the basis of security by way of pledge of
shares, debentures and other securities, Accordingly the provisions of clause 4(xii) of the
Companies (Auditors’ Report) Order, 2003 are not applicable to the Company.

(xiii).  In our opinion, the Company is not a chit fund or a nidhi/mutual benefit fund/ society.
Therefore, the provisions of clause 4(xiii) of the Companies (Auditors’ Report) Order, 2003
are not applicable to the Company.

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

(xv).  According to the information and explanations given to us, the Company has not given any
guarantee for loans taken by others from banks or financial institutions.

(xvi).  The company has not availed any term loan facility.

(xvii).  According to the information and explanations given to us and on the overall examination
of the balance sheet of the Company, we report that no funds raised on short-term basis
have been used for long term investments.

(xviii).  According to the information and explanation giveh to us, the Company not made
preferential allotment to parties covered in the register maintained under Section 301 of the
Companies Act, 1956.

(xix).  According to the information and explanation given to us, during the year the Company
has not issued any debentures. Therefore, the provisions of clause 4(xix) of the Companies
(Auditors’ Report) Order, 2003 are not applicable to the Company.
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(xx).  According to the information and explanation given to us, the Company has not raised any
money by public issues during the year. Accordingly, the provisions of clause 4(xx) of the
Companies (Auditors’ Report) Order, 2003 are not applicable to the Company.

(xxi).  Based upon the audit procedures performed for the purpose of reporting the true and fair
view of the financial statements and as per the information and explanations given to us by
the management, no fraud on or by the Company has been noticed or reported during the
year.

For LAXMINIWAS NEETH & CO
Chartered Accountants
Firm Registration No: 0024605

Place: Hyderabad
Date: 244 |0 1¢p

Membership No. 216244
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TuH Feve aftfRie samden W@ oee ge 88
avardien € @ dRfaa, FER-560 001,

OFFICE OF THE PRINCIPAL DIRECTOR OF COMMERCIAL
AUDIT and Ex-Officio MEMBER, AUDIT BOARD,
BANGALORE - 560 001.

il 08.2014
MJDATE:J?D

Shri. S.N. Mantha,

Chairman & Managing Director, ~
Bharat Dynamics Limited,

P.O. Kanchanbagh

Hyderabad — 500 058

Sir,
Sub: Comments of the Comptroller and Auditor General of India
under section 619 (4) of the Companies Act. 1956 in respect of
M/s. Bharat Dynamics Limited, Hyderabad for the year ended
31.3.2014.
| forward herewith Nil Comments Certificate of the Comptroller and Auditor
General of India under Section 619 (4) of the Companies Act, 1956 on the accounts of M/s,
Bharat Dynamics Limtied, Hyderabad, for the year ended 31st March, 2014.
It may please be ensured that the Comments are:

(i) Printed in toto without any editing;

(ii) Placed before the AGM as required under Section 619(5) of the
Companies Act, 1956; and

(iii) Placed next to the Statutory Auditors” Report in the Annual Report of
the Company with proper indication in the index.

The receipt of this letter may please be acknowledged.

- ?fom faithfully,
9.5 \%e |
(V.K.GIRIJAVALLABHAN) "

Pr. Director of Commercial Audit
Encl: As above. IS

WRAG A 9T SrEadE A L
INDIAN AUDIT & ACCOUNTS DEPARTMENT

9EaT o, a9a1 HaH, ot AT V2, R - 560 001
1st Floor, Basava Bhavan, Sri Basaveswara Road, Bangalore - 560 001

G, W1/ Phone : 2226 7646 / 2226 1168 &a¥ / Fax : 080-2226 2491
Email : mabbangalore @cag.gov.in
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COMMENTS OF THE COMPTROLLER AND AUDITOR GENERAL OF INDIA 89

UNDER SECTION 619(4) OF THE COMPANIES ACT, 1956 ON THE
ACCOUNTS OF M/s. BHARAT DYNAMICS LIMITED, HYDERABAD FOR
THE YEAR ENDED 31 MARCH 2014.

The preparation of financial statements of M/s. Bharat Dynamics Limited,
Hyderabad for the year ended I’:lSt March, 2014 in accordance with the financial
reporting framework prescribed under the Companies Act, 1956 is the responsibility of
the management of the Company. The Statutory Auditors appointed by the Comptroller
and Auditor General of India under Sectfon 619(2) of the Companies Act, 1956 are
responsible for expressing opinion on these financial statements under section 227 of the
Companies Act, 1956 based on independent audit in accordance with the Standards on
Auditing prescribed by their professional body, the Institute of Chartered Accountants of
India. This is stated to have been done by them vide their Audit Report dated 24 July
2014.

[, on the behalf of the Comptroller and Auditor General of India, have conducted

a supplementary audit under section 619(3)(b) of the Companies Act, 1956 of the

financial statements of M/s. Bharat Dynamics Limited, Hyderabad for the year ended 31

March 2014. This supplementary audit has been carried out independently without access

to the working papers of the Statutory Auditors and is limited primarily to inquiries of the

~ Statutory Auditors and Company personnel and a selective examination of some of the

accounting records. On the basis’ of my audit nothing significant has come to my

knowledge, which would give rise to any comment upon or supplement to Statutory
Auditors’ report under section 619(4) of the Companies Act, 1956.

For and on the behalf of the
Comptroller & Auditor General of India

(V. K. GIRUDAVALLABHAN, IA&AS)
Pr. Director of Commercial Audit
& Ex-officio Member, Audit Board, Bangalore.
Bangalore
Dated: 26 August 2014.

Y



\Oi
N

iy = VIP VISITS 4




44™ ANNUAL REPORT 2013-14

\/

- |.:l1I -\. A : _. __‘: é':;-—. = -t.

f. 26 REaR, 2013 HI TSR a1d o & g9, SR, FE, T T E o & wF (T &) B & & T IR % IR
BRI & T i TF 9T &amehe, AeTaaerds (ST1enteT) Ta Sif i STaR™ <Ss!, Helused (9 T ).

Shri NP Diwakar, GM, Akash and Shri G Jai Ram Reddy, GM (PMG) - Akash briefing Air Vice Marshal B Suresh,
AVSM, VM, ACAS Ops (AD), Air Hgs on his visit to the company on 26 Dec 2013.

&. 12 =, 2014 o BER S S, e,

, e, ST 31 TH 3R &
R AFHRT W gU.
Cmde Deepak Bansal, Director, Naval Institute of Aeronautical Technology, Kochi being briefed on his visit to BDL
on 12 Mar 2014.

99
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Afafa ™= VIP VISITS

P ! : J
off heT 399, S ST T Ug, U 41 ST U 9 &, 13 96, 2014 & S ST U &I a7 par. = § 3@ 1 9hd &

off T T Har, 9 v 2, off vg 9 gaa 7, e (faw), o 9 saa wreny, MRee (Saares), off T 39ar, I addhdt
AR I T STIBIRI.

Shri Rakesh Ranjan, IDAS, PCDA visited BDL on 13 Mar 2014. Seen S/Shri SN Mantha, CMD, SV Subba Rao,
Director (Finance), V Udaya Bhaskar, Director (Production), M. Eshwar, CVO and others.

f2. 20 S, 2014 %1 41 T % HYR, FARHR () T 9 3 &% AT, a9 (), &0 7o, HRA 98K & o 1
T &Y % &R I SAHBRT &d gU 41 df ST Wrehy, M9t (Scume) U &t 91 U SiH9aR, STU¥ HelIS e (31 31US 3).
Shri V Udaya Bhaskar, Director (Production) and Shri PN Gyaneswar, AGM (D&E) briefing Shri AK Kapoor, Advisor
(Cost) and Shri JK Teotia, Director (Cost), MoD, Govt. of India, New Delhivisited BDLon 20 Jun 2014.
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