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SYNERGY VISION EXPANSION

Dear Sharchalders,

I eonsider b 1s a matter of great honour to place
befure you the Annual Beport of Southern [spat &
Energy Etd., for year 200808 —-a year of severe
vodatilities and uncertainties.

While Indias economiz growth contineed in full
swing curing the initial mondbs, the rate of growth
slowed congiderably thereafter as a zequel o
wirldwide financial hirmaoil

Mow, it appears that our GIF groswth o 200808 may
be around 7% instesd of estimated 9% With the
garlier aspiralions and expectation, we st not 50
had-in-the global comtesd, being Mo2, pext bo China,

I am glacd for sharne somo oFthe sigaificant bibatives
end measures vndertaken by yomr company. during
the ywear,

Global Steel Industry Trends

The global sleal Industry has been going through
major changes since 1970 China has emecged @s'a
major. producer and consumer, &5 has India toa
lisgger extont, Consolidatlon hag been rapid in
Europe. Glokal steol produdion grew enoonously
in the 20t cenlury from-a mers 28 million tonnes at
the beginning of the century’ o PEL millive fonnes
al the end. While the world average par capita stoel
conswmption is 197 Kz, the Indians use a meager
43 kg per persons per vesr compared 1 FEL ks in
China. Astronomically high expenditure on the
infrastruchure is tho pressing reguirement of the
Indizn Ecumomy.

Ihe Global steel indosiey, which was framed 23 a
sunset industoy wo decades ago. is cxporicnoang o

vast change in scendclo, United States, Russia and
[apan, which were leading steel producers, ane no
mnre in a position to deim that position.

Fonld Taprm@mpriay & ird - Epmrar B Frejreed el 5070

il Rwi

LT

Indian Steel Industry in a Changing Global Scenario

Indiam stect production has dene well despite the
global meltdown. Soeel production witnissed & 2.5
percent. jump: in |anuary 2009 as demand. for
products in the construction seclor wenl up slightly,
This increase in-peoduction: s indesd 2 good sign
given the fact that the domestic steel industry for
Crerobaer

The Indian steel indostry has entered inbs & new
divelopment stage from 2005-06, resulting in Indin
becoming the Sth lergest producer of sleel gloially
Producing about 53 million tonoes (MT) of sheal a
year, today Insdia socounts for a litkke over T per
cent of fle worlds tolal production Howeyer; if has
a very low per capifa consarmption of steel of around
45 kg as against an averapeof 200 kas of fhe world,

This wide gap in relative steel consumption
indicaies that the potentlal abead for India ko
raise bz sleel consumpton iz -high. India’s stee]

t
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consumption will continue to grow by 16 per cent
emmually il 2012, fualled by demand for constraction
projects worth USE 1 million.

Per capita consumption of steel In the warld was
estimated to be 170 kg during the year 2005.
Hawever in India it stood al only 35 kg during the
seme year, Indian stee] production was 33 million
tonnes, which acc-ounted for only 3.4 per cent of
the world steel output.

In view of the fact that [ndian population is 16 per
cant of the global population, the production of seed
is mugh lower in India,

Although India is the second largest populated
country In the world, it ranks dighth in steel
production. Steel Authority of India Lid (SAIL) is
ranking 17th among the world's largest steel

producing companies,

With elilf competition in the plobal market; the
formation of giant companies to reduce oost and
adi to profitability. has become the regular feature
in the Industry. Merger and acguisitions have
become-the order of the day. The attempt of tha
Mittal Steal boracquine Arcelor, & Luxembarg based
European company, make Mittal Steel produce aver
110 million tonnes of steal per year, e, about 10
par cant of the global steel output. India, the world's
targest producerof Direct Reduced fron (DR or
apange Iron, 4s-also oxpected to malntain its bad in
tixe neer fature, It has been assessod that, on a
"must likely scenarin” basis, the steel production
capacily In the country by the vear 2011-2012 will
b noarly 124 million fons.

I weltome measures introduced by the
Governmunt to promole housing and infrastruciure
and to inject liguidity in the system. Excise duty
verfuction on cement and rativnalization on dlinker,

4

and removing the ban on exports are landmark
decisiang,

GLOBAL MELT DOWN & CHALLENGES
BEFORT STEEL INDUSTEY MARKET

The world of stes] has dianged significantly with
the global economic meltdown. So unoxpected was
the downlusn and o sovere was the slide that the
tndusiry globally was left with one of the worst
sthaations in the recent history. Maost experts are
still busy pavping the impact the global recossion
has left on the sfecl industry. The conditions the
world was unprepared for have also alterod the
understanding on the dyasmics of the stecl
indusiry worldwide among axperts. Muost of the
projections of future growth have become
redundant,

Although Indian economy and to a large extent the
sieel Indusiry here, remained relatively insulated
from the global turmedl, the impact could not be
written off as minos. A fresh look was immeadiately
required to examing and assess the same rativnally,
realistically and frothfally,

The Synergy

Yuur company on understasding the global melt
down the recovery peth tinding allernatives to gut
et of the temporary sel back, entered nfo trading
activity besides manufacturing process. The frading
in most of the times gives Iead o enhance the
profitability; your company has exactly equally
concenlsating trading activities equally given
impartance o manulacturing process,

This enhancad performance of company at the
wraees Jevel. On the macro-goonomic frons, we
believe that the worst is over. The Indian economy
is showlng signs of revival with geowth roviving
across sectors like cemcnt, steel, auto.

The year 2008 has been a significant one for
couthern spat & Enerpy Lid, The combined effod
of Trading & Manufacturing Activities viclded the
fullowing:-

2. Mel Zales & obher oparating incoome Foll by 5.2
% &0 3910 Crin 2008-09

& Opurating EBITDA was Kz 1.B2 Cr. The
compiny continued earning a single- digit
aperating EBITDA margin: at 4,66 Y% salas and
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other operating income for 200602,

& Oparating POT was Fs 1.04 Cr. with an uperating
profil margin 322 % of Met Salis &

other income,

It was difficult here 21l together for steel
manufacturing industry but your company has
fimely planned & fraded 1o bring the stress out of jL
The growth was mainly driven by combined etforts
i tmko thu EPS from 005 b0 103 during the vear
200E-0%. With thiz base & future expansion &
integration program we will be reaching a new high
im the follviving vears,

The Global Scenario witnessed mone of memeer &
scquisitions, The companies having plan for
expansion or forward, backward integration has
made synecgical srowth through mergers &
acquisilion. Your company atter understanding
global move on guch dntegraiion has made 2
thorough study on its sister company M/s Kerala
Sponge Iron Limited which manufectane the misjos
raw materizl Sponge Iron & the Power,

The path breaking synergy between Southern Espat
¢ Energy Etd and Kerala Sponge Iron Lid, has been
rerngnized for s visionany afid sirategic intent and
has apened up & new paradigm for the futen: of the
Company,

This proposed merger will unlock signilicant and
sustained operational and strategic =yneTgy,
thereby wlevating Southern Ispal & Encrgy Lid, om
to-a fester prowth trajchory.

Taam

Your company believes in TEAR bullding [or
improving the performance, We create o wark
cnvitonment which tends to fociis on individuals
and personal goals, with rewird and recognition
appredating vut the achievéments of the individual
employees,

This culture in the company made every smployee
is self disciplined and marching ahead with the goal
tn reach number one position and recognition with
the qualily and timely delivery in mind =t

Leaderchip

Management is dodng things cight, leadershipis
dolnp the right things is the guotation of Feter
Dracker a famous Arnerican writer " rour Company
belisves in for any organizabion fo spuecesd in
today’s global competitive environment, most
important Tequirement 18 nothing but good
leadership, to citablish the vision, mission and
strategies.”

But to achieve these missions amd o realize the
goals, good management of the svailable scarce
arganizational resounces ks aleo very important.

Thuz efficiency and efectiveness can be related fo
pwo sides of the same cnin, Decause ong canaot
substitute the other, but doing Tight things
(effectiveness] and dolag. ihings righl jelliciency)
ar complementing each vther, Thus leadership
ensures effectiveness and manage-ment make
gure that emphoyuis are efficient.

Your company makes overy effork to being the
afficiency and-effectiveness with evary emplaye:
with the able leadership st every Jevel

Groen company

Consistent efforts in promoting clean environment
and community development have continued
through oul and have become @ way of lifie for us.

Southern lspat and Energy Lid, continued to provride
irivalunhle visibility and sustainable Initiatives af
all pur locations, Sosthern Bpat and Eroegy Lhd,
has planted around 6000 trees which ududes
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Neam, Budam, Teak, Coronut In the Karala Sponge
feon Ltd, plant besides planting in vour company:
We are committed 1o drive this inifiative with
emhanced focus and in & more incushe way in the
future.

it is the endeavour of your rompany to make the
Fectury site looks liko o baautiful groen park and
totally protected from the pollution and keeps
always the social welfare of the humans 1ife in and
around the Factory. Your company has planted
number of trews to refin & merge with the Green
kerala. Precisely, (hat is the main mobis of wenT
company in participation in the Groen Kerala
Movement welfare of e peiple living nearby,

Self sutficlency through Expansios

Your company has plans toset up a Ralling Mill,
Concord Unit to make the Company miore yinhie
and increase thi profit, These expansion program
makes your ‘company’ self “sufficlent in
mamafacturing TMT rxds and allied products

Synergy in amalgamation

“ous Company is planning fo smalgamale 2 spong
fron manufacturing Unit and power plant which
makes the company eompleteness.

This propesed amelgameation will baneflt the
company from the availability ol Spongs Irom,
Power which are the major Baw materialsat a lower
cost: The cost benefit will enhance the working of
the Company and profttable o the shareholders.

This Synergy mekes your company that the mafn
raw material iz manofackured with best of the
quality in competitive market. The Sponge Tron
which comments the quatity is used near about 70
% & the rest quality shredded soap edds mone

value. This manufacturing process as an integration
by suppoct of power supply as an integration will
dufinitely make your company, Quality & timely
delivery in the competitive market o take an rdge
avier others,

Your company, afier this propesed expansion |
integration will be self sufficent and near about a
complete infugrated unil, borrowing, ownfng an iran
oro ming, coal mine, [ am constantly in tooch with
the concerned supplicrs & owners of mines and
there is no gap in supply ssurances than owTing
the mine / mines. Time comes ln oer favour 1 will
put forth awning the mine pre-pesitinns. Mrecisely
Four company is near about inteprated to command
in the markel with the quality prisduct since the
supply chain s under (e control

Conclasion

TEAM SIEL has weathered ke ‘' storm, together,
in 2008: it would have challenged the best, Topether,
we will cume out of this in betber shape, On behalf
af the Goard, T would like to thank all our share
heldess For reposing their faith b the Maragement,
Hankers, and every amplover of the Company for
thelr dedication and our loyal customers for thels
continucd support and patronap,

My sincere thanks to the Guvernment of Eeralz
and Statutory [Departments of Government of India
for their continued guidance and suppost.
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NOTICE TO THE ANNUAL GENERAL MEETING

MOTICE {5 herehy given that the 18* Annual General Mealing of the Company will be held on Tuesday, the 23th
September, TO09 Al 3-00 PM. at the Registered Office of the Company at 1962901} "SREYAS" Mear Yakkara School
Dus Stop, West Yakkara, Palakkad - 678 001 to transact the following business.

Tiem Mo 1:

T peceive, consider and adopt the Awdited Balance Sheet as 4l 315t hMarch 2009, the Profit sed Loss Acoount o ti=
year endled -on that date, tegether with the Reports of he Board of Dircctors and the Audiloss thereon,

Ifem Mo

To reappoinl a director in place of Mrs Richa Agarwal whe retires by rotation and being elizible offers lessell far
peappalmmEn,

Ttem Ma.2:

To reappoinl a director in place of Me M. Eswaran whe relites by rotation and being eligible affers himigelf fur
reappuinbineil.

Ttem Mood:
T appoint awditoes and Hx Hisie remsrerhons.

Resolved Uat Mis Sunil Johrt & Associates, Chartered Accountants be and are hereby appeinted 2= Auditors of the
Company from the conclusion of this Annual Leneral Mesting to the conclizion of next Annoal General Mesting on
a remunrraton of Ra 20,000/ per annum phas Ot of Pocket Expenses incurred by them during the conrse of audit.

Hesulved thal Mis Mahadevan & Sivarajan, Chactersd Accountants be and are herohy appainted 2« Joint Auditors of (he
Comgany [rom the conchesiom of this Annual General Meating o the conelusion of nowt Annnal Geavral Mesting o
2 remunecalivin of Ks, 15,000/ per annum phes Out of Mecket Expenses incuzred by them during tha cowese of andit.

Special Husinass:
Ttem: M. B:
To consider and if thowght 6L 12 pass with or without medification the foliowing resolution & Spaclal Resalubion:

Besolved (hal pursuant ta Section 198, 309, 310, 312 and other applicable provisients i any. of the Compantes Act,
1954 (he consent of the Company be and is hersby accorded tn the paymen| of monthly memunertion of Ha15,0KHH-
fronsolidated) 1o Mrs, Richa Agarwal for a paried of lwe poars with ff=cl iom Sth fune 2009,

Rosalved fuciher (hal Mre Ricka Aparwal will net be entitled o oany sittiog Bees for plkending Goard Mectings.
Tiem Mo &:
Tor consider and if thought fit to pass with or without madificatien the (ellowing Tesclotion as Special Hesolulion:

Resolved that pumsuant to Seclion 198, 309, 310, 314 and ather applicable provisionds, @ any, of the Companies Act,
1984  the consent of the Company be and 15 hereby accorded to the payment of monthly sesmneration of
R, TO0000 {comealidated) b My, Ansuyadevi Agarwnl for a perad of w0 vears with efect from Bih Jusee 200,

Resalved further thal Mes. Ansupadevi Agarwal will not be entiiled to amy siting lees for allending Board Mectings.
Heny No. 71
To consider and if thought it to pass with or withant madification the fallowing resalution as Spacial KogibiHm:

Fesolved thai puzsuant o Sectian 391 b 3940 and ether applicable provisien's if any, of the Companies Act, 1956 He
comsenl of the Company ba and is heseby accocded b 1ake over Mis Kerala Sponge Iron Limiled Subject to appruvzl
of the coust & othec sfatutoey bodizs
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NOTICE TO THE ANNUAL GENERAL MEETING

MNOTICE i heroby given {hat the 14* Annoal General Meeting of the Company will be held on Tuesday, the 29th
Septemiber, 2008 at 300 P at the Registered Office of the Company at 19%6201] “SAEYAEY Mear Yakkara Sclool
Bug Stog, West Yakkara, Palakbad — 678 001 to transact the fallowing business.

[fem Mo, 13

To receive, sensider and adopt the Aodited Balanee Sheet as at 3=t March 2009, the Profit and Less Accouni for the
YA ended on tust date, together with the RnFnrl:_: af the Brard of Directars and the Anditors Hereon.

[eem Moy

Ta ruap]:lui.nl a directer in ]:||:|.:I.' nf Mr= Richa .-'-‘;_g.'l.r.'m'l wha. retites by ratation and bu':nE E]i_gibln offers. hierself for
reappainiment.

Nem Mio.3:

To reappaint a director in place of M M, Eswaran who: retires by rotation and being cligible offers himself for
n_'-ﬂpp:llﬂrnnnr.

flem Mo
Tex .arl]m:i'r.r auditors and fix their remunerations.

Besabred that Mis Sumil John & Associates, Charlered Acconniants be zrd arne heresy appointed as Aoditors af the
Company fram the conchzsiom of this Annual General Meeting to the condusion of next Annual General Besting on
a remuneration of Bs 0,00 per annum plus Gut of Focket Expenses iourced by Usein during the cowrse o audit

Rosabved that M= Mahadevan & Sivarafan, Charfered Accountants be and ae hecsby appointed as feint Awdboes of te
Company from the conchasion of this Anmunl General Mecting to the conclusion of next Anneal General Beeling o
a repnvmnesation of e 150000 per anmum plus Jhil of Pocket Expenses incurned by Urem during the course of audid,

Special HBusiness:
Ttom Mo, 52
To covsider amd i thowehd G W pass Wik o witheul medlicalion the flimying neolotion as Special Resolutian

Resiplved thai purdpand bo Section 198, 308, 310, 314 and other applicable provisions; af amy, ot the Companies Acl,
1456 e consent of e Company be and iz leeeby accordad to the payment of monthly removenslon of He 15000
feonsolidaled) fo bes. Bicha Agarwal for a perlod ol lwe pears with effect foom St fume 20059

Resolved further that hirs, Ricdua Agazwal will ot b= endilled o any sibing fees for attending Board Meetings,
Hlem Mo, &
Tor comsicler arul i tought G to pass with o wilhoul modification the following sesolution sy Special Besolutivo

Eosabved that pursuant to Section 198, 308, 310, 314 and other applicable provision/s, if any of the Companies Act,
1935 the consent of the Company be and is hereby sécorded 13 (he paymont of monthly remuneration of
g 10,000/ (consclidated) to Mrs. Ansuyadeyi Apacwal for s pesiod of hwe years with cffect from Bth June 205

Fesolved further that Mrs. Ansuyadevi Agarwal will not be endithed 1o any silling fees for aitending Toard Meetings.
Item Mo, 7
T comakider anal if thight fil o paas wilhe o willout madification the folicwing meseluiicn ap Special Besclation:

Resolved thal pursuant fo Sectlon 391 to 334 and olher applicable provisivas, if any, of the Coonpandes Act, 56 the
consant-of the Company be and 13 hessby accorded ko lake owver M5 Kerala Spange Tran Timited Subject be approwval
of Lhe courl & odber statuiory bodiss,
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Directors” Report to Shareholders
INDUSTRY OVERVIEW

Seeol industry is considened to be an indicator of economlbc growth as steel plays & crilical role in infrastruciural and
gverall economic development. In recent years the demand of steel has been on 2 condtant fise and between Lhe years
200 — 2005 the demand rose io about & %. The largest producer of sleel B Archedor Mitial folleawed by Mippon Steel,
JFE of Japan. It became billion dollac industny in the yeae 2004 and 210 grawing,.

Teday Sleel Industry 15 no more labsur-intenss industry. There is a dramalic changs in fhe medem steel planes which
emplays fuwer people, Steel industey. reduced s manpower araund the woeld by moee: Uien T30 In 25 yearz. Tn
TI5A it was downsizing from 521000 L 153000, in Japan 11 was from 459,000 w 208,000 during the perlod 1574 1o
1549,

Countries like Ching and India saw & boem in their sconamic growtl, sesulting In 3 massive increase in the demand af
sten]. Recently the production of steel is found to be mere in developing conntries. than the developed ones. China
produced 32936 million tonnes in F05 wikdch is way mach mems compared to 11247 milllon tonnes in Japan and 3320
million tonnes in United Slales. As the growth in stec] production s siagganng in Chima, the foous is now shifting Lo
India. India requlras around 300 millien tannes of steel compared b the present production of arowid 50 milllen lonmes.
Bt the counsry's potential cannat be doulled as the production hes nearly doubied in the last 10 years. Tt is expecied thal
the. production will gz 1o ahout 275 million tennes by U year 2020

A FINANCIAL RESULTS

iBs. i Lakhs)

Particulars TWrar encded

31,03.2004 51,03 2004
Turnpver [Gross Hevenue) 34217 417 TR
Tl Expandl oz 37657 40RR1E
Frolli Befere Depreciation 12%.460 HE.60
Thepreciation 18 87 e
Imcome Taxdllelerrnd Tax 30.18 12-73
Mat Prodit TA.ER .70

REVIEW OF OPERATIONS

The Operations have ceulbed in o Net Profit of Bs 73,35,35%=, Inepite af the recessionary market canditions, during
thwe vear under raview, your Company has managed to retain.a level of Tumaover and in fact menapged ko increase its
profitability by fuking cosl saving measuras

FUTTRE OUTLOOE

The proposal 1o lakeaver Mis Kerla Sponge fron Limited i3 on the verge of completion and is mwpected to materialiss
dwring the nekt Gnaactal yeas, Furiher expansion by doubling its production capacily and imsfzliation of Fower Flant in
the new wnif are te be compieted within a few montls, which will enhance Lhe profitability of yous Congany and your
Company will beeome an Integraled Slee] Tlant,

EXPAMSION PLANS

The Company erder pasition is encouraging and the management is confident of recording & beller performance in the
coming years. Your Company has aloeady taken iniilal steps b install o 70000 TRA, TMT Relling Bar | Mll o5 slaled
dusing the last financlal year, For this purpose your Company have cpled for a Warrant issue and the issue was
campleted and Warrants are converted into Equity Shares nn 12012008, Your company has plillzed this money for
putchasa of pallution contrul equipments. Your Company has ablained all the necesacy approvals from the Govemment
Autharities and & portion of the installation and erection of additional plant & machineries are already completed.
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