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Corporate Results

2012-13 
Rs. Crores

2011-12 
Rs. Crores

Sales and other incom e 2523.59 2352.36

Profit before interest, depreciation and taxes 255.83 1 84.65

Interest 150.46 161.36

D eprec ia tion 93.89 93.39

Profit/ (Loss) before tax 11.48 (70.10)

Reversal/ (Provision) for tax

-  C urrent Tax - -

-  Deferred Tax 0.47 20.96

Profit/ (Loss) after tax 11.93 (49.14)

Reversal/ (provision) fo r incom e tax re iating to  earlier years - (2.81)

Profit/ (Loss) after earlier years tax 11.95 (51.95)

A fter a consecutive fou r years of losses due to extrem ely d ifficu lt business conditions, the Com pany staged a 
recovery in 2012-13 w ith  a p ro fit after tax o f Rs.11.95 crores. The year under reference has witnessed 7%  growth 
in sales & other incom e over the previous year. This was achieved on the back o f a smart increase in the margins 
achieved on Cuddalore PVC operations overall reduction in operating costs and low er interest outgo.

In spite o f a profitable year, taking into account continuous losses incurred over the past four years and w ith  a v iew  
to conserve resources, the Directors do not recom m end payment o f d iv idend on equity shares for the year 2012-13.

MANAGEMENT DISCUSSION AND ANALYSIS 

PVC Business

Review o f Operations

The com pany has tw o  plants for production  o f PVC resin, one at M ettur Dam to produce Suspension and Paste PVC 
and the other at C uddalore to  produce Suspension PVC. The M ettur Dam p lan t is integrated w ith  on-site Vinyl 
C h lo ride  M onom er (VCM) m anufacturing facilities. The Ethylene D ich lo ride  (EE)C) required to  make V C M  for M ettur 
p lan t operation is produced at the com pany's p lan t at Karaikal using im ported ethylene and on-site chlorine . The 
com pany im ports V C M  required fo r Cuddalore p lan t operation.

Suspension Resin:

The dem and fo r Suspension resin in India grew sharply in the year under review to around 23 lac tonnes, a grow th 
o f 15%  over the previous year. O f this, around 12.5 lac tonnes was supplied by dom estic producers w h ile  the 
balance was im ported into the country. Dom estic dem and was high due to the very good dem and from the pipes 
segment, the largest app lica tion  for Suspension PV'C.



Prices o f Suspension PVC fluctuated in line w ith  the quotes for im ported material. As India is one o f the largest 
and fastest g row ing  PVC markets in tlie  w o rld , this has becom e an attractive and potentia l m arket fo r many 
international producers.

Towards the end o f the year, a significant V C M  producer in the region, namely, VCMSB Malaysia, decided to  close 
d o w n  the ir plant. This, coupled w ith  the shutdown o f the Tosoh plant in Japan the previous year, took ou t around
800,000  M T o f VC M  from  the Asian market. This resulted in a spurt in V C M  prices. This was m itigated to  a large 
extent by the renegotiation o f V C M  purchase contract terms, the sourcing o f additiona l quantities o f VC M  from  
geographica lly  advantageous locations. A lso increase in netbacks on sale o f PVC was achieved by optim isation o f 
logistics costs.

Paste Resin:

The market for Paste PVC in India grew  to around 105,000 MT, a grow th  o f over 20%  over the previous year. The 
grow th was driven by a good grow th in the artific ia l leather segment, w h ich  accounts for a m ajor part o f the 
dem and for Paste PVC in India. The market is expected to grow  further. W ith  this in m ind, and to  retain the 
com pany's pre-em inent position in the Paste PVC market in India, the com pany has em barked on a grade conversion 
pro ject to  convert the entire  M ettur PVC fa c ility  (currently capable o f producing  Suspension PVC, Paste PVC and 
Battery Separator grade PVC o f an aggregate capacity o f 66 ,000 M T per annum ) into an exclusive Paste PVC facility  
o f 66 ,000 M T per annum . This conversion pro ject has since been successfully com m issioned.

Dom estic prices for Paste PVC dropped s ign ifican tly  du ring  the year due to  very lo w  prices quoted for imported 
Paste PVC. Due to  the econom ic s low dow n in Europe and the consequential shrinking o f the markets there, 
European and other international Paste PVC producers have been o ffe ring  material to  India at lo w  prices, affecting 
dom estic prices.

Duty rationalisation:

The Indian PVC industry, inc lud ing  both Suspension and Paste segments, has been suffering unduly  from a com bination 
o f very low  du ty  protection as also the con tinua tion  o f dum ping  from  other countries. Im port duties on all polym ers, 
in c lud ing  PVC resin, had been brought lo  a level o f 5%  in India as against levels o f around 6.5%  to 20%  in other 
countries. Also, w h ile  there are some an ti-dum ping duties levied on im ports o f PVC resin, the main sources o f PVC 
im ports have been exem pted from  an ti-dum ping duties. This has further exacerbated the problem  o f low  priced 
imports. The industry has been agitating for both an appropria te  level o f duties on polymers, as also the im po s ition  
o f anti dum ping  duties on all sources that dum p material in to  India. Your com pany is glad to  report that, heeding 
the industry's pleas, the G overnm ent o f India has increased the im port duties fo r polym ers from 5%  to  7.5%  in May 
2013.

PVC Pipes:

Based on a strategic re-evalualion o f business priorities, the Com pany decided to  exit the PVC pipes business. 
A ccord ing ly, du ring  the year under review, the Com pany divested the Trubore Piping Systems business.

Risks and concerns:

Low im port quotes into India for products like Suspension PVC, Fhste PVC and M ethylene C hloride  affect the 
p ro fita b ility  o f the company.

Ethylene prices are h igh ly  vo la tile  -  such vo la tility  impacts the inpu t costs o f Paste PVC.

A lco ho l usage fo r fuel doping, and the increased usage o f a lcohol fo r the potable sector, affect the ava ilab ility  of 
a lcohol for industrial use, resulting in inab ility  o f the com pany to  source adequate quantity  o f a lcoho l for its 
operations.



Chlorochem ical Business
The com pany's chlorochem ica ls business at M e ttu r Dam is fu lly  integrated. The chlorom ethanes production  draws 
the ch lo rine  from  the on-site caustic soda facility . The pow er and salt required fo r m anufacture o f caustic soda are 
ava ilable from  captive sources. C hloro form , produced in the chlorom ethanes facility , is utilised to  produce refrigerant 
gas.

Caustic Chior:

D uring  2012-13, there was an add ition  o f 1.68 lac tonnes o f capacity in the country, m a in ly  in the W est and partly 
in the East. A  p lan t of .59,000 M T capacity shut dow n in the South. Caustic prices w ere strong right in to  the fourth 
quarter o f the year -  prices started softening around this tim e.

Increased salt p roductio n  from  the captive salt fie lds enabled the com pany to  com ple te ly  avoid purchase of salt. 
The expansion activities in the salt farm  have been com m issioned.

Solvents:

The trend seen towards fhe end o f the previous year, o f fa llin g  prices o f ch lorom ethane products in Europe, 
con tinued this year as w e ll, and the im pact o f this was fe lt in India. European m aterial was being dum ped into 
India at very lo w  prices right through the year, w h ich  put enorm ous pressure on dom estic prices. Dom estic prices 
have consequently dropped s ign ifican tly  as com pared to  the previous year.

To com bat this spate o f lo w  cost im ports dum ped into India, the domestic industry has in itia ted action for an 
a n ti-dum p in g  investigation.

Mettron

HCFC 22 dem and in Ind ia and Asian markets rem ained healthy and the com pany operated its p lan t at fu ll capacity 
du ring  the year.

In the year under review, the European U n ion  announced the d iscontinuation o f acceptance o f HFC-23 based 
Certified Emission Reduction (CER) credits. This therefore meant that the year under review  was the last year where 
the com pany earned revenue on sale o f CERs. Also, in Europe itself, due to the severe econom ic s low dow n, the 
market price o f CERs has also collapsed to less than a Euro (from earlier levels o f around 13 Euros).

Power:

The com pany's coal based pow er p lan t at M ettur was im pacted du ring  the year due to a breakdow n at one o f the 
tw o  turbines. This affected pow er production  fo r six months. The p lan t was brought back on line  towards the end 
o f the year. The com pany has lodged an insurance c la im  and the c la im  is expected to  get settled in the ensuing 
year.

Coal prices saw a dec lin ing  trend during the year.

Risks and concerns:

a) A ny surge in in ternational coal prices w ou ld  affect the cost o f generation o f power, thereby im pacting cost 
o f p roduction  o f both caustic/ ch lo rine  and other products.

b) Unseasonal rains and c lim ate  change affect your com pany's salt production.



Environment

As a responsible corporate citizen, the com pany has con tinuously  im proved upon its m anufacturing processes, 
tapp ing new technolog ies to make production processes e ffic ien t and keeping w e ll ahead o f m andated norms in 
com p lian ce  w ith  environm enta l standards. The C om pany is fu lly  com m itted  to  environm ent pro tection and has 
m ade dram atic  im provem ents in its processes over the years by m aking considerab le investments, w ith in  the 
lim ita tions o f the latest available technologies.

In the true spirit o f pro tecting the environm ent, the com pany has taken several positive initiatives, some o f w hich 
are discussed be low :

• The com pany has put in place a ZLD fa c ility  at M ettur to com ple te ly  recycle and reuse the liq u id  trade
effluents generated, inc lud ing  solid waste, inside the plants. N ot a drop o f its treated effluent is let out from  
the factory premises since September 2009,

• The com pany has invested in A ir Cooled Condensers (ACC) in the coal based pow er p lan t at M ettur for the
sole purpose o f conserving water. A round 30 lac litres o f water is saved on a da ily  basis.

•  The ACC also paved the way for reducing the internal consum ption o f pow er in the coal based pow er plant.
The norm al internal consum ption for s im ila r sized pow er p lan t vary from  11-12%  o f total generation whereas 
w ith  ACC in p lace the internal consum ption at M e ttu r plant is less than 10%  o f the total generation.

•  In the Karaikal p lan t also, no treated effluent is discharged, as a Zero L iqu id  D ischarge (ZLD) fac ility  is 
operational. Karaikal p lan t has a desalination fa c ility  to  meet w ater requirem ent for the process. Similarly, 
the new G reenfie ld PVC fac ility  at C uddalore com m issioned in September 2009 is having ZLD  fac ility  Irom 
the date o f com m ission ing. The com pany does not discharge w ater in to  land or sea. The ZLD fac ility  also 
enables com plete  recycling.

•  A un ique feature o t the PVC plant al C uddalore is that il does not draw  any w ater from  the ground source 
for the p lan t operations and the entire w ater requirem ent o f about 3500 k ilo  litres (kl) per day is being met 
hy sea water desalination and recycling initia tives (ZLD).

•  The com pany has kept a m obile  VC M  m onito ring  station at the Cuddalore PVC p lan t w hich w ou ld , on a real 
tim e basis, m o n ito r the presence o f VCM  in the w orkp lace. The com pany has a m obile van equipped w ith  
Gas C hrom atograph to  m on ito r VC M  in and around the villages in Cuddalore.

CSR initiatives:

The com pany attaches utm ost im portance to  sustainable developm ent.

A t M eltur, the com pany m aintains schools w here primary, m a tricu la tion and h igher secondary education is im parted 
to about 2500 students from  the local com m unity. The com pany also offers free education at d ifferent centres in 
the villages around the plant area to provide supplem entary after-school coaching. The com pany provides th irty  lac 
litres o f d rin k in g  w ater every day to the nearby villages. It has fou r rural health centers in and around Mettur, w ith  
diagnostic fac ilities w here free m edicines are also dispersed.

The com pany also provides preventive healthcare services by con ducting  periodical health cam ps and running 
health centers w ith  services o f a doctor and para-m edical staff and has also been supporting Self H e lp  G roups in 
and a round various plants o f the company.

The Tailoring Training Centres are run for Rural W om en a im ing at W om en em pow erm ent w here a batch o f 75 ladies 
are tra ined fo r 6 m onths in each batch in Mettur.

Personnel

Industrial relations w ith  em ployees rem ained cord ia l du ring  the year. Hum an Resource D evelopm ent activities 
con tinued to receive considerable attention. The emphasis was on im parting tra in ing and develop the skill set o f 
em ployees to enable them  face the challenges in an increasingly com plex w o rk  environm ent.



S A N IV IA R

Internal Control Systems

Your com pany has adequate internal con tro l procedures com m ensurate w ith  the size and nature o f its operations. 
The au d it com m ittee constitu ted by the Board o f D irectors is fun ctio n ing  effectively, internal aud it fo r the year 
2012-13 was carried ou t by PKF Sridhar & Santhanam covering all areas o f operations. A ll s ignificant observations 
w ere discussed in the aud it com m ittee, w h ich  met fou r times during the year under review.

FINANCE

Your com pany has established a good track record w ith  the bankers and financia l institutions, thereby en joy ing the ir 
con fidence fully.

The auditors in the ir report have referred an op in io n  w ith  regard to creation o f deferred tax asset. They have also 
com m ented that the com pany's accum ulated losses at the end o f the financia l year are m ore than fifty  percent o f 
its net w orth  after considering the reversal o f creation o f deferred tax asset in line w ith  the ir op in ion . Consistent 
w ith  the practice, w h ich  was fo llo w e d  in earlier years, the com pany has created net deferred tax assets in respect 
o f deprecia tion  and carry forw ard losses in the current year also. The net deferred tax asset fo r the year 2012-13 
is Rs.47 lacs, b ring ing the total net deferred tax asset to  Rs.8184 lacs as o f 31st M arch 2013. Considering the 
incom e it expects to  generate from  its installed asset base in future years, the com pany believes that the requirements 
o f the A ccoun tin g  Standard 22 - A ccoun ting for Taxes on Incom e re lating to  the creation o f deferred tax asset are 
satisfied. The com pany's accum ulated losses at the end o f financia l year are less than fifty  percent o f its net w orth  
after considering the creation o f deferred tax asset.

The auditors, in the annexure to  the ir aud it report, have m entioned that "the funds am ounting to Rs.79,762.04 lacs 
raised on short term basis by w ay o f w ork ing  capita l have been used fo r long term  investm ent in non-current assets 
and fun d ing  o f losses".

G iven the nature o f its operations, the com pany is able to  generate cash surplus from  w ork ing  capita l. Because o f 
the con tinuous nature o f its operations, this cash surplus is expected to remain as a long term fund in the com pany 
and hence the com pany believes that its u tilisa tion for investm ent in non-current assets and fund ing  o f losses w ill 
not result in tenor m ismatch.

The am ount o f Rs.79,762.04 lacs m entioned by the auditors represents the cum ula tive  position  as on 31st M arch 
2013. As w ill be seen from  this report, the com pany has staged a recovery in 2012-13 and generated sufficient 
profits and other long term resources to  leave a long term surplus for fhe year, after meeting all its long term 
obligations. The com pany expects this trend to  con tinue  in the future.

Sale of Trubore Piping System

O ver the last few  years, the com pany was facing m ajor challenges in this business w h ich  inc luded very low  margin 
and d iffic u lt market cond itions resulting in substantial under u tiliza tio n  o f its installed capacity. Despite various 
in itia tives taken by the com pany, desired results cou ld  not be achieved. The com pany has therefore sold the Trubore 
Pip ing Systems business as a go ing concern to  Messrs. Prince Pipes and Fittings Private L im ited, M um bai in O ctober
2012.

DELISTING O F SHARES

As reported last year, fo llo w in g  the com ple tion  o f a ll the form alities under the Securities and Exchange Board o f 
India (D elis ting  o f equ ity  shares) Regulations, 2009 ("D e lis ting  Regulations"), the equity  shares o f the Com pany 
w ere de-listed from  BSE Lim ited, The N ational Stock Exchange o f Ind ia L im ited and The Madras Stock Exchange 
L im ited effective June 25, 2012.

AUD IT COM MITTEE

The A u d it C o m m itte e  com prises fo u r d ire c to rs  nam ely, M r M  S Sekhar (C ha irm an), M r V K Parthasarathy, 
M r S V  M o ny  and M r M  N Radhakrishnan. The com position  o f the A ud it C om m ittee is in con form ity  w ith  the 
requirem ents o f the Com panies Act, 1956.



DIRECTORS

M r S Gopal, M anaging D irecto r retired from  the Board effective 31" M arch 2013 on reaching superannuation. The 
D irectors place on record the ir appreciation o f his con tribu tion  du ring  his tenure as D eputy M anaging D irecto r and 
M anaging D irec to r o f the company.

In M arch 2013, M r B Natraj was appointed as an additiona l d irecto r and he holds o ffice  upto the date o f the 
ensuing Annual General M eeting. N otice  under Section 257 o f the Com panies Act, 1956 has been received from  
a m em ber proposing the appoin tm ent o f M r B Natraj as d irecto r o f the com pany and the D irectors com m end this 
proposal to  the shareholders.

M r P S layaram an was reappointed as Chairm an o f the com pany for a further period o f three years effective 1" April
2013.

M r S V M ony and M r M  S Sekhar, D irectors retire by rotation at the ensuing Annual General M eeting and are 
e lig ib le  fo r re-appointm ent.

AUDITORS

S R B atlibo i & Associates LLP, (Formerly S R Batliboi & Associates), Chartered Accountants, Chennai, retire and are 
e lig ib le  fo r re-appointm ent.

STATUTORY INFORMATION

In fo rm ation  as required under Section 217 o f the Companies Act, 1956, to  the extent applicab le and re levant is 
furnished in annexures fo rm ing  part o f report.

DIRECTORS' RESPONSIBILITY STATEMENT

a) In the preparation o f the annual accounts for the year ended 31" M arch 2013, the applicab le  accounting
standards have been fo llo w e d  by the company.

b) The D irectors have selected such accounting po lic ies and applied  them  consistently and made judgem ents
and estimates that are reasonable and prudent so as to  give a true and fa ir v iew  o f the state o f affairs o f the 
com pany as at 31" M arch 2013 and o f the p ro fit o f the com pany for the year ended that date.

c) The D irectors have taken proper and suffic ient care for the m aintenance o f adequate accounting records in
accordance w ith  the provisions o f the Companies Act, 1956 fo r safeguarding the assets o f the com pany and 
for preventing and detecting fraud and other irregularities.

d) The accounts o f the com pany have been prepared on a go ing concern basis.

CAUTION ARY STATEMENT

Statements made in the report, inc lud ing  those stated under the cap tion "M anagem ent D iscussion and Analysis" 
describ ing the com pany's plans, projections and expectations may constitu te, "fo rw ard look ing  statements" w ith in  
the m eaning o f app licab le  laws and regulations, Actual results may d iffer m aterially from  those either expressed 
o r im plied.

For and on beha lf o f the Board
Chennai P. S. JAYARAMAN
O cto ber 19, 2013 C hairm an


