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Acquisition Criteria

We use this space to communicate with potential sellers and their representatives, what we look for in a potential acquisition. If you, the
reader, have no personal connection with a business that might be of interest to us but have a friend who does, perhaps you could pass

this message on to him.
Here's the sort of business we are looking for

1. Enterprise value in the region of Rs. 100 erores (Rs. 1 billion),

2. Demonstrated consistent earning power (future projections are of litlle interest to us, nor are "turnaround” situations),
3. Businesses earning good returns on equity while employing little or no debt,

4. Managementin place,

5. Simple businesses,

6.An offering price.

We will not engage in unfriendly takeovers. We can promise complete confidentiality and a very fast answer as to whether we are
interested. We prefer to buy for cash, but will consider issuing stock when we receive as much in intrinsic business value as we give.

Our favourite form of purchase is one where the company's owner-managers generate significant amounts of cash, sometimes for
themselves, but often for their families or inactive shareholders. At the same time, these managers wish to remain significant owners
who continue to run their companies just as they have in the past. We think we offer a particularly good fit far owners with such
objectives. We invite polential sellers to check us out by contacting people with whom we have done business in the past.
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Revathi's corporate performance vs. the Nifty
Year Annual percentage change in Relative resuits
Per share book Nifty 50 with
value of Revathi dividend included (1)-(2)
m (2)
2002-03 15.6% “11.7% 27.3%
2003-04 19.9% 86.3% -66.4%
2004-05 38.4% 17.3% 21.1%
2005-06 18.1% 70.0% -51.9%
2008-07 13.7% 13.80% -0.1%
Average Annual Gain 19.9% 30.1% -10.2%
(FY03 - FY07)
Overall gain 148.0% 273.0% -125.0%
(FY 03-FY 07)

Notes:

1. Alldatais forfinancial years and includes dividends paid, if any.

2. The Nifty-50 numbers are pre-tax and assume that dividends were reinvested, whereas the numbers for Revathi are aftertax.

3. Wethink our investors should measure our performance against their general experience in the equity markets. While the Nifty-50
is not perfect (nor is anything else) as a measure of performance, it has the advantage of being widely known and reflects with
reasonable accuracy the experience of investors generally with the market.

4. The reason we have used the "growth in book value” as against stock price is, that over time, we intend measuring our performance
by checking if a rupee retained has created a rupee worth of market value.

5. If you expect, as we do, that owning a representative stock index would produce reasonably satisfactory results over a period of
time, it follows that, for long-term investors, gaining small advantages over thatindex must prove rewarding.
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CHAIRMAN'S LETTER

Our gain in net worth during FY07 was Rs.101 million, which increased the per share book value by 13.7%. Over the last four years (that
is, since the present owners took over) per share book value, has grown from Rs.151 to Rs.352, which, after factoring in dividend paid
during this period, works out to a rate of 19.9% compounded annually.

ERAAEAAS

The financial results look terrible, especially in an environment where year-on-year profit growth at something like twenty five percent (or
better) seems to have become the norm for the Indian corporate sector. And they are. What's more, this period of pain may continue a
while longer than | had originally anticipated. While the reasons are many, there is no hiding the fact that | miscalculated the pace at
which some of our initiatives might progress. At these times, it is easy to get philosophical, and quote from books such as Fooled By
Randomness or Why Most Things Fail, on what did us in. And while | do believe in the messages contained in those very interesting
books, | also believe that some of the errors | made were avoidable. The bad news is that these are, in my view, systemic issues, which
may take some time to address satisfactorily. While one gets to read about it, only experience makes the truth sink in, sometimes
painfully. Just as earthly objects must attain escape velocity to overcome Earth's gravitational forces and launch Into orbit, small
organisations | find, need to work on multiple preparatory steps to break the size barrier and go on to the next level. So while the mid-
course correction has begun, the results are not likely to be immediately apparent.

Every day, in countless ways, the competitive position of our business grows either weaker or stranger. If we are delighting customers,
eliminating unnecessary costs and improving our products, we gain strength. But if we treat customers with indifference or tolerate bloat,
our business will wither. On a daily basis, the effects of our actions are imperceptible. Cumulatively though, their consequences are
enormous, When our long-term competitive position improves as a result of these unnoticeable actions, we describe the phenomenon
as 'widening the moat'. Doing that is essential if we are to have the kind of business we want in a decade or two from now. We always
hope to earn mare money in the short-term. But when the shori-term and leng-term cenflict, in my book, widening the moat must take
precedence. Said more bluntly, this means Revathi continues to be at a stage where it needs to make significantinvestments oftime (but
not so significant investments of capital) to build the foundation that can support the growth that lies ahead. More on this a bit later.

After summarizing my thoughts on the state of the core construction and mining business, | now tum to the two strategic investments
made by usthis year.

whERRR

| have stated in the past that we would attempt to use the free cashfiow generated by the cora mining business to acquire meaningful
(even control) positions in, what we believe to be well run businesses with strong market positions and a sustainable competitive
advantage. During the go-go years immediately past, when private equity players of all hues were announcing a deal a week, halding
cash was uncomfortable, but not as uncomfortable as doing something that might make us look stupid in the long run. | have heard of a
syndrome popularly known as the bladder problem: the more cash one holds, the greater the pressure to piss it away. To be honest, it
takes a lot of holding yourself back to not fall into the trap of parking money into the first opporiunity that comes your way. Or the tenth.
Like in test cricket, a few maiden years do not count. Whal ultimately counts is wheiher we have the patience to not be bowled out twice
over in the space of five days. To finish first, we have to firstfinish.

| have also been influenced by the writings of Michael Mauboussin, chief investment strategist at Legg Mason Capital Management who,
in his book, More Than You Know: Finding Financial Wisdom in Unconventional Places, writes, “The frequency of correctness does not
mattar; it is the magnitude of correctness that matters”. So we bided our time. Until now. Hopefully, these businesses will serve us wellin
the long run.

This year marked the beginning of that journey, which, if things go as per plan, should metamorphose Revathi from a company
manufacturing capital goods for the construction and mining industries to a kind of holding company with meaningful investments in
diverse businesses.

We started our journey by taking a twenty six percent stake in Monarch Catalyst. Govind and | wera introduced by a comman friend over
a breakfast meeting at Café Fontana on a cold December morning in 2005. | was initially skeptical about the opportunity, owing to the
size of the firm and the age of the promoters. However, as our discussions progressad, | realized the truth behind the age-old wisdom,
“looks can be deceptive”, | have judged too soon in the past and was glad that | learnt my lesson well enough to probe deeper into this
gem.

Monarch is India's largest producer (third largest globally), of catalysts for hydrogenating oils and fatty acids for the edible oil, personal
care and cosmetics industries. They also produce process catalysts that reduce the time it takes for a chemical reaction to take place in
industries such as pharmaceuticals and fine chemicals. The company was set up by two technocrats including Shanti bhai Vadalia, in
1973, who were joined by K. Ganesh shortly after. These four built a strong base, which was inherited by the next generation of the
founding families. Since 1998, these two young and dynamic professionals, Hitesh Vadalia and Govind Krishnan Muthukumar have put
Monarch on a different platform: Together, they have the energy and vision to put Monarch on the global map.

The biggest problem for catalyst users is disposing the chemical waste that arises at the end of the process. In classic entrepreneurial
fashion, the boys converted this problem into an opportunity, wherein they offered to buy back the waste from their customers, thereby
making catalyst waste a key raw material source. This is a typical example of a win-win mindset, which when applied to the right
business, can create significant shareholder value. Another example of a customer first attitude is reflected in Monarch leveraging its
significant technical strength and integrated manufacturing facilities to offer customised solutions to global customers. A reasonably
consolidated industry structure ensures that a typical contract provides for passing en price risk arising out of fluctuations in raw material
prices on to customers. This business model, combined with ever-increasing economies of scale, has yielded a return on equity
exceading thirty percent in all but three years since the boys took charge.
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A confluence of all things positive led to a dream performance In our very first year of courtship. Monarch more than doubled its sales
over the previous year and profits grew at a blistering 257%. All this was achieved, while simultaneously achieving a retumn on equity
unmatched since FYDO. While the company's business has been built on strong foundations, | would regard such a performance as a
black swan event, unlikely to be matched in its magnitude.

Before | move on, a word of appreciation for Hitesh and Govind. Despite the fact that | have known them for just under eighteen months, |
get a good feeling about having chosen them as business partners. They have the personal and professional qualities that one admires
in a business associate and cherishes in a close friend. e,

Our second investment was a forty percent stake in Potential Service Consultants, with an obligation to buy ata pre-agreed valuation, an
additional eleven percent, thirty months after the date of the initial purchase. The connection here was to be made by the same common
friend, who introduced us to Monarch, but after discussing a possible meeting for almost twelve months through this friend, we finally got
introduced through another investment banking friend. We had last worked together almost five years ago. Over time, they spoke to us
about multiple opportunities, but unfortunately we never found one that got us really excited. As a result of these misadventures, they
perhaps concluded that we are too finicky an investor to waste time on. Gradually | stopped getting their calls, though we kept in touch
saclally. Then, in August last year, | got a call from Jacob aboutinvesting in an engineering design firm. | had been looking to invest in that
space and had had a look at a few other opportunities, without success. When | heard his story, my interest was piqued.

Potential is one of the largest integrated engineering design firms in India servicing the construction industry. The company had been set
up over two decades ago by three professionals, TS Gururaj, BRV Murthy and BSA Narayan, each a recognised authority in his field of
specialisation. At the first meeting itself, the partners laid down their preconditions for selecting a new partner. It was a short list, which
included that the firm name be preserved and that the people be looked after just as they had before the sale. After the deal was done, |
learnt that they had chosen us over stronger contenders, for fear of having their pre-conditions diluted, For us though, it was a no-brainer.
Forin a people-intensive business, what matters most are the people. And for a company, which has attained a special status in the eyes
of its customers, through painstaking hard work over twenty long years, the brand certainly is not inconsequential. Now Infosys today, by
any other name may sound as sweet, but | am not sure if that would be the case when they were 1/300th their present size!

Here is what Potential does. Itis typically recruited by an architectural firm to prepare detailed engineering drawings for a project. The
combined specialisations of the three promoters cover engineering designs for civil, structures, electrical, public health and engineering,
air-conditioning, fire-fighting and IT systems, among others. What distinguishes Potential from most of its competitors is that very few
offer a comprehensive solution under one roof, Using these skills, Potential receives conceptual architectural drawings from architects
and produces ‘ready for construction' drawings which are handed over to a construction management company for translating into the
actual building. Over the years, their work has spanned designing buildings for use as residential complexes, offices, malls, hotels and
hospitals.

Potential is a live example of the tipping point principle. It took them eleven years to reach the Rs. Ten million billing and seventeen years
to reach the strength of a hundred people. They were still south of Rs. thirty million in FY03, but since then, sales have grown at a
compounded annual rate of eighty percent. The interesting part is that this has been achieved by increasing team size ata compounded
rate of about thirty four percent. In effect, the revenue per employee has gone from Rs. 350,000 to Rs.1.4 million during this time period.
This clearly Is quite a significant change in such a short time period, especially for a company of this size.

And therein lles the rub. While the company Is sitting on a two-year plus order boek, every incremental Improvement from here on will
need important management inputs. There is no question that the team is technically robust, but the business is going to need strang
management systems and processes to leverage those innate skills to reach its full promise. For conirast, it is instructive to note that
world-beating tier | Indian IT companies, with all their scale and management competence have been able to attain a per employse
revenue of about Rupees Twenty lacs. While Potential would aspire to reach those standards, it is clear that in the immediate tarm, any
growth would have to come aut of adding more people to the team. While hiring people in an intensely competitive market brings its own
challenges, as the team grows, the complexity of managing it will increase in geometlric pragression. The good news is that the team is
very alive to these challenges and is taking suitable steps to address these Issues.

Before | end this section, a brief look at the financial side of this business is in order. On many of the critical metrics, such as return on
equity, employee cost to sales, capital turnover ratio, net margins, etc., this business approximates numbers achieved in the IT/ITES
business. | would like to add one caveat however. Potential has so far been run much like Revathi had been on maintenance mode. The
investments needed in people and systems to manage grewing complexity have not been made in the past. As these investments gat
committed, they will temporarily depress the financial performance. But ifthe factors driving the real estate industry remain stable, over a
three year timescale, then | think this business should be able to achieve robust growth mirroring growth rates in the real estats industry,

Both these businesses are fairly small at the time of our investment, but small doors sometimes open up into large rooms. However,
there is one crucial distinction between the two businesses. Whereas Potential is in a high growth industry, Menarch's growth will have te
necessarily come out of winning market share over global competitors. The good news is the alobal players increasingly seem to find
this sub-segment of catalysts as too small, with mediocre growth prospects, They seem to prefer focusing on environment catalysts
(ineluding catalytic converters used in automobiles) and it is not inconceivable that over time they may gradually vacate spaces in the
market place for a player like Monarch to enter.

A question is bound to arise in the investors’' mind - Why make passive investments when we can never get our hands on that money?
Here is my thinking on the subject. Until these businesses are in a position to utilize their free cashflow to grow their core business, they
would continue to invest internal accruals to fund such grewth. This could be organic or inorganie. When they transform fram being
growth businesses to being cash cows, we would dividend out all the spare cash, which we then find new homes for. In essence, as long
as we can ansura that the capital allocation is done by these businesses in a way that focuses on maximizing long-term shareholder
value, we would be served well. o
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Before | move on, here is a statistic that should give us shareholders that warm fuzzy feeling. With these investments, Revathi, with its
associate companies reaches outto a shade north of eight hundred families.

Wi Rk

Including the two segments described above, Revathi now has five business segments including construction and mining, power and
treasury. Let us now look at the state of sach.

Construction and Mining first. Despite what we all read about how commodities are booming and how mining must necessarily follow,
the facts that we observe on the ground seem closer to “business as usual”. There are no major inquiries, nor any impressive capital
expenditure that we have so far come across while talking to mine owners. When we compare our results to competition, we find that
while Atlas Copco's sales from its Construction and Mining segment grew sixteen percent, Ingersoll Rand's sales from its Drilling
Solutions business fell eleven percent. Since Atlas' numbers include consumables, other equipment and trading activity, we see
Ingersoll as a more direct comparison to our business. In contrast, our sales fell four percent. Intriguing as it is, the mining equipment
business in the country seams to stick out as a sore thumb in an ocean of opportunity that has flooded the country.

We had started the process of diversifying our revenue base away from Coal India, indeed from India itself, back in March 2004. But so
farwe have, quite apparently, had limited success. If | were to put a finger on one single reason to explain this, itis that to create credibility
with new customers in new markets for high value capital equipment takes time. It is an arduous process, the fruits of which, when they
materialize, would be worth the time and effort being put in by the team. Until then, our financial results will remain exposed to the
capriciousness that comes with putting (almost) all our eggs in one basket.

So we are all on the same page, it would be useful to briefly chronicle our efforts towards opening up new markets. We first initiated a
dialog with Bucyrus in 2004, which got formalized into a five-year agreement in 2005. We got our first order for three machines towards
the end of 2005, which was to be executed during calendar year 2006. After shipping the first machine in 2006 we got a repeat order for
six more machines in 2007, for shipment during calendar 2007. If one were to look at the soft indicators or progress, ever since we signed
the agreement, we have been getting a constant stream of visitors from Bucyrus offices all over the world, Just last week, we had visitors
from Latin America, who felt very excited about the prospects of placing meore orders after seeing the machine we had built for that
market.

Several years ago we recognized that our older product lines wouldn't generate the kind of growth that would be required to grow our per
share earnings at rates that create wealth. Accordingly, we developed a series of new products to try and fuel future growth. While we
have built a lot of new products, so far, we have underestimated hoew long it would take to get prosperity out of them.

These are by no means the only arrow we have on our bow, aimed at the target of diversification of our revenue base. That brings me to
our next arrow, construction equipment. We continue to build this sub-segment, which in my view can outgrow the mining equipment
business in times to come. The initiatives taken this year included hiring a business unit head and a head of marketing. By and large, we
now have an independent organisation, with a different DNA, for this business. Whereas the construction equipment business is high
volume low margin, the mining equipment business is low volume relatively better margin. While an independent organisation adds
costs initially, without it, the stresses 1o the existing organisation would prove counter-productive. Owing to the ground situation, we
decided to defer the capital expenditure that | mentioned in last year's letter. We will now be using that money o expand capacity during
FY08. To get a sense of the potential in this business, Greaves Cotton, which is the only listed player in the space, grew its Infrastructure
Equipments segment by twenty eight percent and almost trebled their pre-interast and tax profit. It must be said though that they have
been in the business for quite some time and only now are beginning to see such traction.

The segmental financials, while look sordid, hide the real story. Are things really as bad as they seem? At the topline level, things could
suraly be better, and hopefully will be better in FY08. On the costs side however, we need to factor in these realities. When bringing new
products to market, many costs are incurred upfront, such as R&D, initial high-cost production (due to lack of economies of scale and
learning curve Issues), building credibility through participation in trade fairs, etc. The fact these new products have been bunched
together has resulted in continued to depress earnings. When compared with the olden days, when the company was not making any
fresh investments to seed future growth, the present set of numbers do not appear as terrible. In that sense, | think we are today on a
stronger wicket than we might have been five years ago.

A quick word about material costs before | meve on. Material costs have climbed across the board for all industries. Some have passed
on these cost increases to their customers and some have not. In our case, we have passed on only a part. However, that does not fully
explain the material cost numbers, which have also got impacted by the product mix. The industry structure of the construction
equipment business will ensure that the margins would be leaner when compared with mining equipment. So as the contribution of this
sub-segment will go up, so will the material costto sales ratio. ... ...

Let me now shine the light on our next segment, Power. While we were quite enthusiastic about this investment when we started out four
years ago, some of that has waned in light of our actual experience since. Despite locating our wind assets on supposedly proven sites,
the wind patterns, post investrent, have flattered to deceive. Equally importantly, State Governments, who are responsible for creating
evacuation capacity, probably have a much less demanding audience to address as compared with producers of wind turbines who
have anxious (and demanding) shareholders. Given this treacherous landscape, we decided lo take some money off the table. Towards
this objective, we have signed an agreement with one of our vendors to buy back our turbines at our original cost. With this, our expostire
would come down from Rs.523 million to Rs.409 million. As an aside, gain on sale of depreciable assets will be liable to income tax.
Thus, the taxes we saved in FY04, when we made this investment, will now be paid back to the exchequer when the turbines are sold.

We had also invested in a gas-based power project, which was captive to India Cements. One of the terms of the agreement was that
India Cements or their nominee would have a right to buy us out at any time. Perhaps owing to the stupendous run bein? witnessed by
the cement industry, they decided to exercise that eption sooner rather than later. As a result, right after the close of the year, that
investment was also converted back to cash.

WEEAAEER
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Finally, we come to the last segment, Treasury. A significant part (Rs.363 million) of our free cash got deployed into two strategic
investments, aboutwhich | wrote towards the beginning of this letter. Another significant portion (Rs.96 million) got used up in completing
a share buyback program, whereunder we bought back 4.5% of the pre-buyback shares outstanding at an average price of Rs.671. Of
this, only Rs.45 million was used up by year-end.

The equity portfolio continued to do well (there are some bright spots in our armory!) At year-end, we had Rs.141 million in secondary
market equities, with an unrealized gain of Rs. 13 million. e

While | have written aboutour unorthodox dividend policy in the past, it might be useful to look at the genesis of the conventional dividend
policy that pervades the corporate world globally.

The global investment community has long been prejudiced against companies that retain all their eamings and don't pay dividends.
This prejudice is rooted in the early part of the 20th century, when the majority of people bought bonds instead of stocks for investment
purposes, Peaple felt more comfortable with bonds because they were secured with the assets of the businesses, which meant that
bondholders had first claim on assets of the company if it went bankrupt. Bonds pald interest to investors on a guarterly basis, so
investors knew there was trouble with company if the interest check wasn'tin the mail.

Common stocks at that time were considered dangerous for the financially naive, because of a lack of aceounting regulations; majority
owners and managements had enormous leeway to monkey with the books. But the strengthening of the regulatory framewark has led
to considerable improvemant in the quality of accounting and disclosures.

Buteven though the investment status of commen stocks has greatly improved, people retain their prejudice for getting that check in the
mail. Be it for bonds or for common stocks, investors shy away from companies that don't pay a dividend. They see it as a sign of
weakness. Many shareholder activists even attend Annual General Meetings to urge management to cansider paying higher and higher
dividends, often without regard to the propriety of a payout versus retention.

To this day itis not uncommon for some security analysts to assign a higher value to companiaes that pay a dividend than to those that
don't. This is true even when the company that is retaining all its earnings in an infinitely better enterprise.

For intelligent investors, commen stocks have always represented ownership in the underlying business, and ownership means the
company's earnings belong to you, the investor. The investors/owners of the company, through their elected board of directors, can
instruct the company's management eithar to pay out the earnings as dividends or to retain the earnings for further development and
expansion of the company's business.

This arrangement places a great deal of emphasis on the integrity of the company's management to do what is best for the shareholders
of the company. Dishonest management can often manipulate a board of directors into fulfiling management's desire to build grandiose
empires that enrich the management but do little or nothing for the financial benefit of the shareholders.

Some of the world's most successful investors therefore, place a great amount of weight on the quality of a company's management
when they make their investment decisions. One way to determine the quality of management is to see what it does with its earnings.
Does it pay out dividends, or retain them? If it retains them, does it profitably employ them, or does it squander them on dreams of
grandeur?

Mr. Buffett believes that the test to which management should held itself in determining whether or not to pay out a dividend is, "Would
the investors be better off removing the capital from the business and investing itin other enterprises?” For example, let's say company A
has a great business that makes lots of money. Now, if the management can profitably put to work the money that the great business
earns, then it would make sense to let management continue its course and improva the fortunes of the company. But if management
makes foolish investment decisions with the company's earnings and ends up losing money, then the shareholders would have been
batter off taking earnings out of the company and investing them on their own.

Indeed, Bill Miller of Legg Mason sees dividends as an unfavorable form of shareholder returns. According to his estimation, they are
generally reinvested back into the market and earn, on average, only the market rate of return. While he does look at dividends, Miller
says he may not be interested in a firm if it announced a big dividend increase, because that could imply that management is finding it
difficult to locate compelling internal growth avenues. Therefore, Miller's approach to investing is more focused on estimating the firm's
growth in future cash flows. P :

Andrew Carnegie, the Scottish American who founded what became US Steel, and who went on to become the richest man of his times,
famously said, "Huge fortunes that flow in large part from society, should in large part, be returned to society. We need to take
responsibility of those less fortunate than ourselves.” In recent times, this philosophy has been exemplified by no less than the two
richest men on the planet, Bill Gates and Warren Buffett, Closer home, we are all familiar with the deep seated ethic of the Tatas.

| too strongly believe in this dictum. At Revathi, this belief translates into building programs that impart education o the underprivileged.
For if you give a man a fish, you feed him for a day, but if you teach him fishing, you feed him for a lifetime. This year, we spent Rs.1.3
miilion on various programs including primary education, schelarships and imparting hands-on training to people in our neighborhood. |
feal if each fortunate human being takes responsibility for the underprivileged around him, society would not need the Government to
create some of the supportstructures that though present, are glaring examples of human incompetence. Without this approach, we will
have what the celebrated economist JK Galbraith called, “Private opulence and public squalor”, Good while it lasts (for the fortunate
ones of course), but unsustainable in the long run.

Abhishek Dalmia
Chairman of the Board o
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REPORT OF DIRECTORS & MANAGEMENT DISCUSSION AND ANALYSIS REPORT
Forthe year ended March 31, 2007

Your Directors have pleasure in presenting the Thirtieth Annual Report together with the audited accounts of your Company for the year
ended March 31, 2007.

Financial Results
All figures in Rs. millien

Particulars FY 07 FY 06
Total Income 930 261
Total Expenditure 761 743
Profit before tax 169 218
Less: Current tax 53 27
Less: Deferred tax (9) 24
Profit after tax 125 167

Appropriation made as under:

Transfer to General Reserve 13 17
Dividend including tax thereon 3 36
Surplus carried to Balance Sheet 75 114
Dividend

Your Directors recommend a dividend of Rs 10 per share absorbing Rs 31.4 million. The company will bear the dividend distribution tax
of Rs 5.3 million.

Performance Review

Your company's focus on development of new products and new markets continues with more investments being made in this regard. A
number of new drills both for domestic and export markets have been developed and seme mare are in progress. The progress in
development of concrete equipments has been good as we are now able to offer a basket of products to the market comprising of Transit
mixers, concrete pumps and batching plants; some more variants are being introduced this year.

Sales of your company declined marginally by 4% from Rs, 911 million to Rs. 877 million while profits before tax declined by 26% from
Rs 218 million to 169 million. During last two years, we have been building the blocks for quantum growth requiring substantial upfront
investment in various resources and particularly time. While some sales in domestic sector got delayed and spilled over to current year,
export business development took more time than envisaged due to time taken by averseas buyers to test the machines and validate
quality of the products. Your Company has incurred substantial upfront costs, time, manpower and investments in development of
products and markets, in drills for overseas market and construction equipments for local market. These costs together with adverse
product mix have resulted in lower profits. ‘

Overview of the Economy

Indian econamy has been growing at 8 ta 9% - during last 3 years and is expected to grow around 8% in the current year, Manufacturing
sector registered growth of 10% in real terms and services by 11.2%. Inflation continues to be a concern. Government continues its
focus on infrastructure development particularly power and canstruction, In coal sector, 26 coal blocks with over 8 billion tons of proven
reserves and 4 lignite blocks with 755 million tons have been allocated to Government companies and approved end-users. We expect
to benefit from Government's thrust on increasing coal production to meet the infrastructure needs, as and when policy translates into
action on the ground.

Business Environment

Revathi is engaged in supplying product needs of infrastructure sector. The blast hole drills are essential for production of coal, iron ore,
lignite etc.; the major requirements come from coal mines. Revathi has now started offering a wider range of concrete equipments
comprising of batching plants (that prepare the concrete mix), transit mixers ( that transport the concrete mix ) and concrete pumps ( that
lift the concrele to desired height). The product variants are being expanded to meet currentand emerging needs of our customers.

The business outlook for domestic business for drills appears to be encouraging based on indications of requirements of various
customers for the year. Construction equipments are expected to make their meaningful presence in the market this year,

Your Company's association with Bucyrus International, U.S.A. in development of various sizes of drills which increases their range of
offerings and meets their market needs of such drills. These drills have undergone thorough testing and have been demonstrated to
different customers. Bucyrus is confident of sourcing from your Company. The orders on hand for export approximate Rs 220 millions.
The demand trend in world market is strong and our customers expect to increase their derand for our drills in ensuing years.
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US $ depreciation is a cause of concern though we stand protected substantially for the year. We propose to take necessary steps to
minimize the currency impact. '

The growth initiatives undertaken in last two years and continued focus thereon during the year should start yielding results from this
year onwards. These initiatives together with some otherinitiatives should show us in a different light in years to come.

The expansion of our facilities is in progress to allow us to increase our throughput to meet our projected volumes. We are also in the
process of finalizing a separate facility for concrete equipments to provide for future needs.

While we expect fo increase our sales substantially, the growth in profitability will be less than pro-rata because exports will yield hardly
any spares and concrete equipment will contribute at lower rate, being the first year of full range introduction.

Assoclate Companies:
Your company made two strategic investments during the year.

Monarch Catalyst Private Ltd. Mumbai is a company engaged in specialty chemicals and your Company acquired a 26% stake therein.
Monarch has carried out substantial expansion as well as consolidation of its capacities at a single location. Further capital expenditure
is entailed to add capacities by installing add on equipments and to add facilities for other products. The part benefit of expansion has
resulted in more than doubling the sales during the year.

Potential Service Consultants Private Limited, Bangalore is an engineering design services company, providing total angineering
solutions to building / construction sector. Your company has acquired a 40% stake in the company and has agreed to acquire another
11% stake on pre- determined basis by July 2009. The company is largely Bangalore centric with some operations in Hyderabad and
Chennai. It recorded a substantial jump in sales of 61% and the profit growth was impressive,

We expect both the above companies to record robust growth.

These investments are in the nature of permanent investments. Your company's philosophy is to partner for life and help the original
promoters grow the business to a different level. Both shareholders' agreements provide for certain management control rights, We
have accordingly consolidated the results.

Your company has divested in April 2007 the preference shares held in Coromandel Electric Company Ltd. of Rs. 5 crores.

Your Company has bought back 65,624 shares as on 31st March 2007 for Rs 44.6 million and these shares stand extinguished in terms
ofapproval of SEBI.

Human Resources

Your company realizes that it has to re-orient its organization as dynamics of business are changing fast. The company is taking steps to
retain its talent pool, enhance skill of existing people and recruit the most suited talent to spearhead its growth initiatives. Your
company's business has been divisionalised and business unit heads are in place. Organizational developmentis our key priority.

Business Outlook and Prospects for FY 2007-08

We expect the coal mining sector and construction sector to continue to grow at an accelerated pace to meet the growing infrastructure
needs. India is seen as a cost-effective source for many overseas buyers and with improvement in Indian quality standards, overseas
buyers are willing to work in partnership with Indian companies. Your company is exploring various opportunities for improving its global
reach. Your company is contemplating to enter into collaboration arrangaments with overseas companies for new products in the field of
construction and mining.

The financial year 2007-08 is a year of consolidation which should reflect the results of efforts made in the recent past.
Risks and Concerns:

Macro economic and industry outlook are encouraging. However inflationary pressures, power shortages and political uncertainties can
change the situation substantially. Cost increases in raw materials, transport costs, infrastructure deficiencies like lack of roads, power ,
availability of shipping space in time, currency efiect are some of our major concerns.

Cautionary Note

Certain statements in “management discussions and analysis” section may be forward looking and are stated as required by law and
regulations. Many factors, bath external and internal, may affect the actual results which could be different from what the Directors
envisage in lerms of performance and outlook.

Internal Control

The company is committed to.maintaining an effective internal control environment and a system of accounting and control that provides
assurance on the efficiency of operations, existence of internal controls and safeguarding of its assets and management of risks. The
system of accounting and controls are modified and improved from time to time, in line with changes in business conditions and
recommendations of internal auditors.
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During the financial year under review, the Audit Committee met four times to examine the reports on internal control/audit systems,
financial disclosures and monitoring the implementation of internal audit recommendations. Your company continues to focus on risk
management and also evaluates the internal control systems continuously so as to minimize and mitigate risks and improve control
systems.

Board constitution

In accordance with the Articles of Association of the company, Mr. V.S.Rajan and Mr. S.C.Katyal retire by rotation and being eligible, seek
re-appointment,

Conservation of Energy

As regards conservation of energy, company continued its efforts by elimination of waste, improvement in power factor and by good
maintenance of various equipments. No capital investment was made during the year in this regard. As the cost of energy in the total cost
is insignificant and considering the nature of our industry, measurement of savings in energy could not be undertaken.

Technology Absorption

Particulars with regard to technology absorption as required under Companies (Disclosure of particulars in the report of Board of
Directors) Rules, 1988 are furnished in the annexure Aand the same forms part of this report.

Foreign exchange earnings and outgo
The Company eamed foreign exchange of Rs.62 million and the foreign exchange outgo during the year amounts to Rs. 173 million.
Personnel/industrial relations

Industrial relations were satisfactory during the year. The particulars, as required under section 217(2A) of the Companies Act, 1956 and
the rules framed thereunder are furnished in the annexure B.

Directors' responsibility statement
The Board of Directors confirm that:

(i) in the preparation of the annual accounts, the applicable accounting standards had been followed along with proper
explanation relating to material dapaﬂuras:

(ii) the directors had selected such accounting policies and applied them consistently and made judgements and estimates that
are reasonable and prudent so as to give a true and fair view of the state of affairs of the Cempany at the end of the financial
year and of the profit or loss of the Company for that period ;

(iii) the directors had taken proper and sufficient care for the maintenance of adequate accounting records in accordance with the
provisions of the Companies Act, 1956, for safeguarding the assets of the Company and for preventing and detecting fraud and
otherirregularities;

{iv) the directors had prepared the annual accounts on a going concern basis.

Appreciation

The Directors express their sincere appreciation of dedicated efforts put in by our people and their commitment to make the company a

high performance Company. The Directors also place on record their appreciation of the continued support and recognition provided by

our esteamed customers.
For and on behalf of the Board of Directors

§.C. Katyal P.M.Rajanarayanan
Director Managing Director

COIMBATORE
May 18, 2007
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Form for disclosure of particulars with respect to absorption

Research and Development (R&D)

1. Specific areas in which R&D

carried out by the company

2. Benefits derived as a result of

the above R&D

3. Future plan of action

4, Expenditure on R&D :

(a) Capital

(b) Recurring

() Total

(d) Total R&D expenditure as a

percentage of total turnover

: 1. Development of blast hole drill for exports
2. Development of heavy hydraulic track drills for exports.
3. Development of crawler mounted exploration drills.
4. Development of 60 cubic metre (CUM) Concrete Pump.
5. Development of 20 CUM Concrete Pump.

. New product development.

. Development of
1. Deep hole mud rotary drill.
2. Concrate pump of 45 CUM.
3. Batching plant of 60 CUM.
4.17 M Boom Pump.

: Rs, 1.3 millien
: Rs.18.5 million
Rs.19.8 million

22%

Technology absorption, adaptation and Innovation

1.

Efforts, in brief, made towards
technology absorption,
adaptation and innovation

Benefit derived as a result of the

above efforts e.g. product improvement,
cost reduction, product development,
import substitution, ete.

In case of Imported technology
(Imported during the last 5 years
reckoned from the beginning of
the Financlal Year), following
information may be furnished :

a. Technology imparted

b. Year of Import
¢. Has technology been fully absorbed?
d. If not fully abserbed, areas

where this has not taken

place, reasons therefore, and

future plans of action

Progressive indigenisation of Drifter, Transit Mixers, Batching Plant
and Concrete Pump.

Import substitution and cost reduction.

Technical know-how for manufacture of Batching Plant, Transit Mixer
and Concrete Pump.

: FY 2005-06/ FY 2006-07

; yes

Neot applicable
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ANNEXURE -B
STATEMENT OF PARTICULARS OF EMPLOYEES PURSUANT TO SECTION 217 (2A)OF THE COMPANIES ACT, 1956,

READ WITH THE COMPANIES ( PARTICULARS OF EMPLOYEES ) RULES, 1975 FORMING PART OF THE DIRECTORS'
REPORT FOR THE FINANCIAL YEAR ENDED MARCH 31, 2007.

DESIGNATION/ | pey iNeRATION|  QUALIFICATION/ | DATEOF | PREVIOUS EMPLOYMENT
NAME AGE NATURE OF nR EXPERIENCE EMPLOYMENT DESIGNATION /
EMPLOYMENT - NAME OF EMPLOYER
Mr. Abhishek Dalmia. 38 | Executive Chairman 4,538,725 FCA, AICWA, B.COM.(H)| 01.04.2003 Managing Director /
Contractual 15 Years Utkal Investments Ltd.
Mr, Rajanarayanan PM. | 58 | Managing Director 4,013,068 B.E. (Mech.) 20.10.1982 Area Sales Manager /
Contractual 35 Years Greaves Cotton & Co.Ltd.

NOTE : 1. Remuneration shown above has been computed under the provisions of Section 198 of the Companies Act, 1956.
2. Mr. Abhishek Dalmia is related to Mr. Chaitanya Dalmia, Director of the Company,
3. Mr.P.M.Rajanarayanan is not related to any of the Directors of the Company.
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REPORT ON CORPORATE GOVERNANCE FORTHE YEAR 2006-07

1.

Company's philosophy on corporate governanca:

The company is committed to enhancement of shareholder value and strongly believes that good corporate governance is one of
the key tools for achieving this goal.

Board of Directors:
Name of Director Category
Mr Abhishek Dalmia (Executive Chairman) Executive, Not independent
Mr P.M. Rajanarayanan (Managing Director) Executive, Not independent
Mr Chaitanya Dalmia Non-Executive, Not independent
Mr Ravinder Kumar Gilani Non-Executive, Independent
Mr §.C. Katyal Non-Executive, Independent
Mr V.S. Rajan Non-Executive, Independent

The Board, comprises of six directors, has one Executive Chairman, Managing Director and four non-executive directors. Half of
the board comprised of independent directors.

All the above independent directors are fulfilling the following criteria of independence which was framed by the Board of Directors
of the company:

Criteria for Independence of a director

A non executive director shall be deemed to be an independent director for the purpose of clause 49 of the listing agreement ifhe
satisfies the following conditions :

Apart from recelving sitting fees for attending board meetings & audit committee meetings and commission, if any, as may be
decided from time to time, his pecuniary relationship or transaction by way of compensation, if any, received from the company, for
other services rendered shall not be more than the following :

1. 2% ofthe Profit before tax excluding extra -ordinary items
or
1% of the Net Invoiced Sales of the Company whichever is higher in a financial year.

2. Heisnotrelated to promoters or management at the board level or at one level below the board;
3. Hehas notbeen an executive of the company in the iImmediately preceding three financial years;

4, Heis not a partner or an executive or was not a partner or an executive during the preceding three years from December 31,
2005 of any of the following:

the statutory audit firm or the internal audit firm that is associated with the company, and ‘
the legal firm(s) and consulting firm(s) that have the financial transactions with the company exceeding the following limit:

2% of the Profit before tax excluding extra -ordinary items
or
1% of the Net Invoiced Sales of the Company whichever is higher in a financial year.

5. Heis not a material supplier, service provider or customer or lessor or lessee of the company whose financial transaction(s)
value with the company shall notbe maore than the following:

2% of the Profit before tax excluding extra -ordinary items
or
1% of the Net Invoiced Sales of the Company whichever is higher in a financial year.

6. He is not a substantial shareholder of the company, i.e. owning two percent or more in the paid up share capital of the
company.

During the year, four Board Meetings were held on April 18, 2008, June 29, 2006, July 21, 2008, October 25, 2006, January 08,

2007 and January 31, 2007. Compesition of the Board, attendance at the Board Meetings, Committee Meetings and Annual
General Meeting (in the financial year 2006-07 ) along with their membership on other Boards/Committees are given below:
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Name of Directors Attendance Nurber of Number of

Directorship in mefmbership in

Board P other board/

s AGM other boards ;

meetings committees **
Mr Abhishek Dalmia 6 1 14 i
Mr P.M. Rajanarayanan 4 1 - 3
Mr Chaitanya Dalmia 5 1 1" 3
Mr 5.C. Katyal 5 1 2 3
Mr Ravinder Kumar Gilani 3 1 1 i
Mr V.S. Rajan 5 1 - -

x

Leaves of absence were given to the directors who had not attended the meetings.

Audit Committee, Shareholders' Grievance Committee and Remuneration Committee have been considered for
committee membership.

Audit Committee:

Terms of reference:

As per clause 49 of the listing agreement, the board defined the following powers, roles and responsibilities for the audit committee:
P fAudit C ]

The audit committee shall have powers, which should include the following:

* Tolinvestigate any activity within its terms of reference.

¢ Toseekinformation from any employee.

¢ Toobtain outside legal or other professional advice.

& Tosecure attendance of outsiders with relevant expertise, if it considers necessary.

Role of Audit Committee

The role of the audit committee shall include the following:

e 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.

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

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

e Reviewing, with the management, the annual financial statements before submission to the board for approval, with particular
referenceto:
e Matiers required to be included in the Director's Responsibility Statement to be included in the Board's report in terms of

clause (2AA)ofsection 217 of the Companies Act, 1956.

e Changes, if any, in accounting policies and practices and reasens for the same.
e Significant adjustments made in the financial statements arising out of audit findings
® Compliance with listing and other legal requirements relating to financial statements
e Disclosure ofany related party transactions
® Qualifications in the draft audit report.

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

® Reviewing, with the management, perfformance of statutory and internal auditors, adequacy of the internal control systems.

& Reviewing the adequacy of internal audit function, if any, including the structure of the internal audit department, staffing and
saniority of the official heading the department, reporting structure coverage and frequency of internal audit.

® Discussion with internal auditors any significant findings and follow up there on.

& Reviewing the findings of any internal investigations by the internal auditors into matters where there is suspected fraud or

irregularity or a failure of internal control systems of a material nature and reporting the matter to the board.
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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.

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

Carrying out any other function as Is mentioned in the terms of reference of the Audit Committee.

(The term “related party transactions” shall have the same meaning as contained in the Accounting Standard 18, Related Party
Transactions, issued by The Institute of Chartered Accountants of India)

Review of information by Audit Committee

The Audit Committee shall mandatorily review the following information:

e Managementdiscussion and analysis of financial condition and results of operations;

s Statementof significant related party transactions (as defined by the audit committee), submitted by management;

e Managementletters/letters of internal control weaknesses issued by the statutory auditors;

e Internal audit reports relating to internal control weaknesses; and

e The appointment, removal and terms of remuneration of the Chief internal auditor shall be subject to review by the Audit

Committee.

Composition:

The Audit Commitiee was formed on March 19, 2001. Audit committee meetings were held on April 18, 2008, July 21, 2008,
October 25, 2006 and January 31,2007 and the attendance of the members are given below:

Name of members No of meetings attended

Mr. S.C. Katyal (Chairman)
Mr. Ravinder Kumar Gilani
Mr. V.S. Rajan

EN VIR

Mr S.C. Katyal is the Chairman of the committee.
The Company Secretary acts as Secretary of the Committee.

Remuneration to Directors:

Remuneration Committee.

Remuneration Committee formed an April 14, 2003 has three members who are non-executive and independent directors. They
are Mr.S.C.Katyal, Mr.Ravinder Kumar Gilani and Mr.V.S Rajan. Chairman of the Committee is Mr.5.C.Katyal. Remuneration
committee meeting was held on April 18, 2006 in 2006-07.

Terms of reference for Remuneration Committee:

i) to determine and recommend to the Board of Directors the remuneration package of the Managing Director and Wholetime
Directors including periodical revisions therein.

ii) toapprove, in the event of loss or inadequate profits in any year, the minimum remuneration payable to the Managing Director
and Wholetime Directors within the limits and subject to the parameters prescribed in Schedule XIil to the Companies Act,
1956,
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Directors' remuneration for 2006-07.
Particulars Mr.Abhishek Dalmia Mr P M Rajanarayanan
Rupees Rupeses
Salary 2,580,000 1,361,056
Commission - 1,228,793
Perquisites 903,000 826,633
Leave salary-provision 145,125 117,712
Contribution to PF 309,600 163,327
Contribution to Super annuation 602,000 315,547
and gratuity fund.
Total 4,539,725 4,013,068

Commission is based on performance criteria like sales, profit etc. subject to statutory limits.

Remuneration Policy

The remuneration of the Executive Chairman and the Managing Director is determined by the Board within the statutory limits
subject to shareholders' approval and on the basis of recommendation of the Remuneration Committee, The non-executive
directors are paid sitting fees @ Rs.2,000/- for each meeting of the Board or any Committee thereof attended by them.

Details of amount paid/payable to non-executive directors are as under:
Amount in Rupees

Particulars Sitting fees Consultancy charges Commission Total
Mr. Chaitanya Dalmia 10,000 nil 100,000 110,000
Mr. 8.C Katyal 18,000 2,200,000* 100,000 2,318,000
Mr. V.5 .Rajan 18,000 nil 100,000 118,000
Mr. Ravinder Kumar Gilani 10,000 nil 100,000 110,000

*Figures are exclusive of service tax.
Details of Service contracts

The Company has entered into-agreement with Mr.Abhishek Dalmia for his appointment as Executive Chairman for a period of 5
years from April 01, 2003 to March 31, 2008.

The Company has entered into agreement with Mr.P.M.Rajanarayanan for his appointment as Managing Director for a period of 5
years from February 10,2003 to February 09, 2008, The notice period of the contract is three months.

Board has appointed Mr. P.M. Rajanarayanan as Managing Director, Subject to Shareholders approval, at their meeting held on
May 18, 2007 with effective from April 1, 2007, for a period of three years pre closing the earlier agreements mentioned above.

The company renewed the consultancy agreement entered with Mr.S.C.Katyal for providing consultancy services for a period of
three years from February 01, 2006. The consultancy fees payable per year would be Rs.2,200,000.

Shareholders’ Grievance Committea:
Shareholders' Grievance Committee consists of the following directors:

Name of members

Mr S.C. Katyal
Mr.V.S.Rajan
Mr Ravinder Kumar Gilani

Mr. S,C. Katyal is the Chairman of the Committee.
Company Secretary Mr. M.N. Srinivasan is the Compliance Officer.

Purpose of forming the committee is to monitor the system of redressing the shareholders' complaints on transfer of shares, non-
receipt of balance sheet, non-receipt of dividends etc.

The company received 8 complaints from shareholders for non-receipt of dividend, share certificates after splits, name correction
inthe share certificates. All these complaints were duly attended.
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General Body Meetings:
Particulars of Annual General Meeting (AGM) held during the last three years:
Meeting 27th AGM 28th AGM 29th AGM
Date July 09, 2004 July 27, 2005 July 22, 2006
Time 10 A.M. 10 A.M. 10 A.M.
Venue  Indian Chamber of Indian Chamber of Indian Chamber of
Commerce, Coimbatore Commerce, Coimbatore Commerce, Coimbatore
Sl.No. | Resolutions Passed Type | Resolutions Passed Type | Resolutions Passed Type
1 Adoption of Accounts O | Adoption of Accounts O | Adoption of Accounts o]
2 Declaration of Dividend O | Declaration of Dividend O | Declaration of Dividend o
3 Re-appointment of O | Re-appointment of O | Re-appeintment of (o]
Mr Chaitanya Mr S.C.Katyal Mr Chaitanya Dalmia
Dalmia as Director as Director as Director
4 Re-appointment of O | Re-appointment of O | Re-appointment of o}
Mr Ravinder Kumar Mr V S Rajan as Director Mr Ravinder Kumar
Gilani as Director Gilanj as Director
5 Appointment of O | Appointment of O | Appointment of o
Lodha & Co. as Lodha & Ce. Lodha & Co.
Statutory Auditors as Statutory Auditors as Statutory Auditors
6 Alteration of Memorandum 5 Delisting of shares S | Alteration of Articles s
of Association from Madras Stock of Association
Exchange.
7 Commencement of s Payment of o
New Business Consultancy fee
8 Commencement of s
New Business
O : ordinary resolution S : special resolution
Disclosures:

e  There were no transactions with the promoters or directors or management or their subsidiaries that have potential conflict
with the interests of the company.

@ There were no instances of non-compliance or any matters related to capital markets during the last three years.

Means of communication:

Un-audited quarterly financial results subjected to limited review of the company are published in Business Standard, Business
Line, (English) and in Malai Murasu (Tamil) newspapers. The results are also promptly forwarded to the Stock Exchanges in which
the shares are listed. Further the results are uploaded in the web site of SEBI.

Management discussion and Analysis report forms a part of the directors' report to the shareholders.
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Date of Incorporation

Registered Office

Plant Location (Drilling Equipments & Construction Equipments)
Wind Turbine Plant Location

Date and time of Annual General Meeting

Venue of Annual General Meeting

Financial calendar

Financial reporting for the first quarter ending June 30, 2007

Financial reporting for the second quarter ending September 30, 2007
Financial reporting for the third quarter ending December 31, 2007
Financial reporting for the year ending March 31, 2008

Annual General Meeting for the year ending March 31, 2008

May 30, 1977

Pollachi Road,

Malumachampatti Post,

Coimbatora 641 021

As above

1.Gorera Village, Jaisalmer, Rajasthan State.
2.Melilandaikulam, Balabadraramapuram,
Vadakkukavalkurichi, Tamilnadu

July 25, 2007, 10 A.M. at Coimbatore
Indian Chamber of Commaerce & Industry
April 1, 2007 - March 31, 2008

During last week of July 2007

During the last week of Octaber 2007
During the last week of January 2008
During the last week of April 2008

During the last week of Aug 2008

Date of book closure From July 1, 2007 to July 25, 2007
(both days inclusiva)

Listing on Stock Exchanges Coimbatore, Bombay and National Stock Exchange
Stock Code 505368
Dividend Payment Date Within 30 days from the date of AGM.
Outstanding GDR/ADR/Warrants NIL

Market price data

Monthly high and low quotations as well as the volumea of Sharas traded at

Bombay Stock Exchange.

2006 - 07 2005 - 06
Highest Lowest Volume Highest Lowest Volume
Rs. Rs. Nos. Rs. Rs. Nos.

April, 2006 1,106.05 861.15 77,047 April, 2005 648.00 52545 167,786
May 944.75 644.55 70,100 May 690.00 541.50 115,043
June 748.00 550.60 77,232 June 753.70 607.05 812,643
July 675.00 504.00 34,410 July 788.40 685.00 1,237.38
August 665.00 576.00 28,057 August 827.75 657.50 474,894
September 722,75 610.00 47,679 September 774.00 665.00 132,727
October 667.00 570.00 60,846 October 775.00 680.00 86,040
November 670.00 580.00 81,137 November 884.00 695.00 133,072
December 649.00 576.10 49,780 December 975.00 860.00 75,123
January, 2007 693.50 610.00 68,939 January, 2006 1,214.40 960.00 96,337
February 735.00 636.05 100,427 February 1,060.00 901.10 55,870
March 703.45 623.00 55,487 March 1,050.10 £90.00 71,672
Total 751,141 Total 3,458,545

% of volume traded to average

number of shares outstanding 23.89 107.75




30th

Revathi Annual Report
2006 - 07
Movement of Share Price - BSE during 2006 - 07
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S.K.D.C. Consultants Ltd.,

No.11 Street No.1,

S N Layout,

Tatabad, Coimbatore 641012
Email info@skdc-consultants.com
Fax 0422-2499574

Phone 0422-6549995

Registrars and Share Transfer Agents

Share Transfer System

Share transfer would be registered and returned within a period of 30 days from the date of receipt, if the documents are clear in all
respects, The share transfer committee meets fortnightly/weekly depends on the number of transfers to be done.

The total number of shares transferred (phisically) during the year 2006-07 was 4542 (Previous year 2005).

Number of pending share transfers as on 31.03.07 : 2 transfers for 250 shares.

2006 - 07 2005 - 06

Transfer No, of No. of No.of No. of

period Transferees (folios) Bhcres Y% Transferees (folios) Shares %

in days New Existing New Existing

1-10 25 - 4,018 88.46 10 - 1,100 54.86

1-15 5 - 460 10.13 7 - 355 AT

16-20 - - - 7 - 500 24.94

21-25 1 - 64 1.41 1 - 50 249

Total 31 4,542 100.00 25 - 2,005 100.00
% of volume transferred to 0.14 0.06

average number of sharas outstanding
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Distribution of shareholding as on March 31, 2007

2006 - 07
No. of Equity No, of Share % of Share No.of % of Share
Shares held holders holders Shares holding
01-100 4,309 75.85 175,406 5.58
101 - 200 609 10.72 105,553 3.36
201 - 500 486 8.55 162,851 5.18
501 - 1000 154 2.1 115,363 3.67
1001 - 5000 100 1.76 187,551 5.97
5001 - 10000 9 0.16 66,575 i
10001 and above 14 0.25 2,330,878 74.13
Total 5,681 100.00 3,144,176 100.00
Distribution of shareholding as on March 31, 2006
2005 - 06
No. of Equity No. of Share % of Share No.of % of Share
Shares held holders holders Shares holding
01-100 3,806 72.21 164,028 5.11
101- 200 643 12.20 110,139 3.43
201 - 500 497 9.43 169,863 5.29
501 - 1000 183 347 141,299 4.40
1001 - 5000 114 2.186 215,749 6.72
5001 - 10000 14 0.27 100,167 312
10001 and abave 14 0.27 2,308,555 71.92
Total 5,271 100.00 3,209,800 100.00
Category of shareholding as on March 31, 2007
2006 - 07
Category No. of Share Voting No. of
holders Strength % Shares held
Individuals 5,362 26.615 836,817
Bodies Corporate 217 68.559 2,155,600
Insurance Cos. 1 0.431 13,5665
Directors & Relatives 4 0.708 22,255
NRI 93 0.695 21,856
Banks 1 0.003 100
ocB 1 0.166 5,235
Mutual Fund 2 2.823 88,748
Fll - - -
Total 5,681 100.000 3,144,176
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Category of shareholding as on March 31, 2006

2005 - 06

Category No. of Share Voting No. of

holders Strength % Shares held
Individuals 4,894 27.047 868,162
Bodies Corporate 270 67.803 2,176,328
Insurance Cos, 1 0.423 13,565
Directors & Relatives 4 0.498 15,879
NRI 95 0.490 156,732
Banks ‘ 2 0.006 200
OCB 2 0.169 5,432
Mutual Fund 2 3.273 105,059
Fll 1 0.291 9,343
Total 5271 100.000 3,209,800

Promoters holdings as on March 31,2007

Particulars Number of shares | % of holdings
Utkal investments Ltd 19221860 61.134
Renaissance Asset Management Co.P.Lid. 31649 1.007
Total 1953809 62.141

Dematerialization of shares and liquidity

The company has signed agreements with Central Depository Services (India) Limited (CDSL) and National Securities Depository

Limited (NSDL) for dematerialisation of the company's shares.

The ISIN number for the company is INE617AQ1013.

Total number of shares dematerialised was 10,052 ( 0.31%) during 2006-07. 100 % of demat requests have been dematerialised within

30 days, out of which 95.81% were attended within 10 days.

Demat Processing systems

2006-07 2005-06

Darpat No. of No: of Remat No. of No. of %
Period % Period %o
in days folios shares in days tollos. shares

dematerialised dematerialised
1-10 68 9,631 95.81 1-10 141 21,157 96.74
11-156 2 421 4.19 11-156 7 714 3.26
16 - 30 - - - 16 - 30 - - -
Total 70 10,052 100.00 Total 148 21,871 100.00
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Details of Demat through Depositories

2006-07 2005-06
Depository Shares Depository Shares

Name | Dematerialiced | '°'oCaPtal | G me ~| Dematerialised | ‘° ' Capital
NSDL 7,561 024 | NSDL 19,372 0.60
CDSL 2,491 008 | cDSL 2,499 0.08
Total 10,052 031 | Total 21,871 0.68

Dematerialised shares as on March 31, 2007 30,19,160 ( 96.02%)
Address for correspondence:

M N Srinivasan,

Company Secretary & Compliance Officer,
Revathi Equipment Limited,

Pollachi Road,

Malumachampalli Post,

Coimbatore - 641 021.

Phone: 0422-2610851, 52, 53

Fax: 0422-2610427, 2610566

Email: srinivasan@revathi.co.in

AUDITORS’ CERTIFICATE ON CORPORATE GOVERNANCE
To the members of Revathi Equipment Limited:

We have examined the compliance of conditions of corporate governance by Revathi Equipment Limited, for the year ended on
March 31, 2007, as stipulated in Clause 49 of Listing Agreement of the said Company with stock exchanges.

The compliance of conditions of corporate governance is the rasponsibility of the management. Our examination was limited to
procedures and implementations thereof, adopted by the company for ensuring the compliance of the conditions of the Corporate
Governance. Itis neither an audit nor an expression of opinion on the financial statements of the company.

In our opinion and to the best of our information and according to the explanations given to us, the Company has complied with the
conditions of Corporate Governance as stipulated in the above mentioned Listing Agreement.

As per the representation received from the registrar of the Company, no invastcr grievances are pending for a period exceeding one
month againstthe Company.

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

For Lodha & Co.

Chartered Accountants
14, Government Place East,
Place: Kolkata. R.P. Singh
Date : 18 May, 2007. Partner

Membership No. : 52438
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AUDITORS' REPORT

To the members of
REVATHI EQUIPMENT LIMITED

We have audited the attached Balance Sheet of Revathi Equipment Limited (‘the Company') as at 31st March 2007 and the
Profit and Loss Account for the year ended on that date, annexed thereto and the Cash Flow statement for the year ended on
that date. These financial statements are the responsibility of the Company's management, Our responsibility is o express an
opinion on these financial statements based on our audit.

We conducted aur audit in accordance with the auditing standards generally accepted in India. Those standards require that
we plan and perform audit to obtain reasanable assurance about whether the financial statements are free of material
misstaternent. An audit includes examining, on test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by the
management, as well as evaluating the overall financial statement presentation. We believe that our audit pravides a
reasonable basis for our opinion.

ke As required by the Companies (Auditor's Report) Order, 2003(as amended), issued by the Central Gavernment in exercise of
the power canferred by section 227 (4A) of the Companies Act, 1956 and according to the information and explanation givento
us and on the basis of such checks as we considered appropriate, we enclose in the annexure a statement on the matters
specified in paragraphs 4 and 5 of the said order.

2. Furtherto the above, 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 accounts, as required by law have been kept by the Company so far as appears from
ourexamination of those books;

c) The Balance Sheat, Profit and Loss Account and cash flow statement referred to in this report are in agreement with
the books of accounts;

d) In eur opinion, the Profitand Loss account, the attached Balance Sheet and Cash Flow Statement of the Company
as at 31" March, 2007, cemply with the Accounting Standards referred to in Section 211(3C) of the Companies Act,
1956;

a) On the basis of written representations received from the directors, as on 31 March, 2007 and taken on record by the

Board of Directors, we report that none of the directors is disqualified as on 31 March, 2007 from being appointed as a
director of the Gompany in terms of Sec. 274 (1) (g) of the Companies Act, 1956.

f) In our opinion and ta the best of our information and according to the explanations given to us, the said accounts
read together with the accounting pelicies and notes thereon give the information required by the Companies Act,
1956, in the manner so required and give a true and fair view in conformity with the accounting principles generally
accepted in India:

i) incase ofthe Balance Sheet, the state of affairs of the Company as at 31" March, 2007,
iiy in case of the Profit and Loss Account, the Profit of the Company for the year ended on that date; and
iii) in the case of cash flow statement, of the cash flows for the year ended on that date.
For LODHA & CO.
Chartered Accountants
14, Government Place East
Place: Kolkata R.P. Singh
May 18, 2007 Partner

Membership No. : 52438
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REVATHI EQUIPMENT LIMITED
ANNEXURE (referredtoin paragraph 1 of our report of even date)

(i)

(i

(i)

(@) TheCompany has maintained proper recards showing full particulars including quantitative detalls and situation of fixed assals,

(b)  We areinformedthat the Gompany has carried out physical verfication of s fixed assets during the year by the Company and no material discrepancies were notad on
such verification.

(c)  Duringthe year, the Company has nol disposed off substantial part of its fixed assets, which could affect the golng conern slatus of the company.

(8) Asexplained o Us, the stocks of finished goods, spare paris and raw materials (including components) have been physically verified by the management;

(b)  Inourapinion and according to information and explanation given to us the procedures of physical verification of inventory followed by the management are generally
reasonable and adequate considering the items of the Inventory, volume thersof, size of the Company and the nature of its business;

{¢)  Inouropinion, the Company has maintained proper records of itsinventory and the discrepancies between the physical stock and book recards were not material.

Accarding to information and explanations given to us, the Company has not laken or granted any loans, securad and unsecured, fromto companies, firms or other parties

covered In the reglster maintained under section 301 of the Act. Accordingly, the provisions of clause 4(xiv) of the sald arder are not applicable to the Company.

(iv) Having regard to the explanation given that comparativa quotations are nat available in respect of items of branded/special nature purchased during the year, In our oplnian
and according lo the Information and explanations given to us, there are adequate internal control procedures commensurate with the size of the Company and the nature of
its business with regard to the purchase of inventory and fixed assets and for the sale of goods and services. Further during the course of our audit we have naither come
across nor have we been informed of any instances of major weaknesses in the aforesaid intemnal control procedures and continuing fallure on the part of the management to
take corrective course of action in this regard, ‘

) (8) Tothabestofourknowledge and bellef and accarding to information and explanations given to us, the particulars of confracts or arrangements refarredto In Section 301

afthe Gompanies Act 1856 have been entered in the register required to be malntained under that section; and

(b) Transactions of purchase of services elc. made in pursuance of such cantracts or arrangements exceeding value in rupees five lacs, namely consultancy, taking
premises on rent are proprietarylachnical and of special nature and therefore comparable quotations thereof are not avallable and as such reasonableness with
raspect lo pravalling market price as such is not ascertainable.,

(vi) The Cempany has nat accepted any deposits from the public during the year.

(vil) In our apinion, thé Internal audit carried out during the year by a firm of Chartered Accountants appointed by the management was commensurate with the size of the
Company and the nature ofits business.

(viif) The Company is in the process of compiling cost records as prescribed by the Central Government under section 208 (1) (d) of the Companies Act, 1956 for tha power
generation business.

(Ix) (8) According to information and explanations given to us and as perthe records of the Company examined by us, in our opinion the Company is regular in depositing with

the appropriate authorities undisputed material statutory dues including Provident Fund, Employees' State Insurance, Income-tax, Sales-tax, Wealth Tax, Service Tax,
Custom Duly, Exclsa Duty, cess as applicable o i, and
(b)  According to information and explanations given to us, there are no amount outstanding in respect of sales tax, wealth tax, service ax, custom duly, exclse duty and
cess which have not heen depasited on account of any dispute. The parliculars of income {ax as at 31st March, 2007 which has not been deposited on account of
dispule thereagainstare as follows: y
Name of Nature of Amount under Perind to Forum where
the Statute Dues dispuita not yat which the dispute is
deposited amount pending
(Rs.In'000) relates
Income Income Tax 20945 1982-83 High Court
Tax Act, 98.23 1983-84 (Madras)
1961 850,24 1984-85
103943 1985-86
1,.835.01 1686-87

(%) Tha Company has no accumulated losses as on 31" March 2007 and it has notincurred cash losses In the current and immediately preceding financlal year.

() I ouropinion and according t Information and explanations given to us, the Company has notdefaulted in repayment of dues o banks,

(i) Accarding to 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.

(xil) I our apinion, tha company is not a chit fund or & nidhi mutual benefit fund/society. Therefore, the provisions of clause 4(xiil) of the said order are not applicable fo the
company.

(i) Based on or examination of documents and records and evaluatian of the related intermal controls, in respact of dealing/trading in securities, in aur opinion, proper records
have been maintained of the transactions and contracts and limely entries have been made In those records excepting those which are undertaken al the corporate affice for
which antries have been done al the end of the month. We also repart that the Company has held the shares, securities, debentures and other investments In il own name
exceptio the extent exempted under saction 49(5) of the Companies Act, 1956,

(xv) According to Information and explanations given lo us, the Company has nol given any guarantees for loans taken by others from banks or financial Institutions. Accordingly,
the provision of clause 4(xv) of the Order is not applicable to the company.

(xvl) According to information and explanations given to us and based on the documents and records produced to us, the Company has applied the term loans raised during the
year for tha purpose for which they were raised.

{xvil) According to information and explanations given to us and on overall examination of the balance sheet of the Company, we report thal the company has not used the funds
raiged on short-tarm basis for long-term investments.

(wvili) The Gompany has notmade any preferential allotment of shares to parties and companies coverad in the Register maintained under Section 301 of the Companies Act, 1856,
during the year.

(xix) The Company did riothave any outstanding debantures during the year. Accordingly, the provision of clause 4(xlx) of the order is not applicable (o the Company.

(xx) The Company has not ralsed any money through a public issue during the year, Accordingly, provision of clausa 4(xx) of the Order Is nol applicable o the company.

(xxi) During the coLirse of our examination of the books of accounts carried outin accordance with generally accepled audiling practices in India, we have neither come across any
incidence of fraud on or by the Company nor have we been informed of any such case by the management.

For LODHA & CO.
Chartered Accountants

14, Government Place East

Place: Kolkata R.P. Singh

May 18, 2007 Partner

Membership No. : 52438
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REVATHI EQUIPMENT LIMITED

BALANCE SHEET -- MARCH 31, 2007
(All amounts in thousands of Indian Rupees)

Notes 2007 2006
SOURCES OF FUNDS
SHAREHOLDERS' FUNDS
Share capital 2 31,442 32,098
Reserves and surplus 3 1.018,103 973,450
1,049,546 1,005,548
LOAN FUNDS
Secured loan 4 549,135 307,777
549,135 307777
DEFERRED TAX LIABILITIES, (net) 1 90,138 99,582
Total 1,688,81 1,412,907
APPLICATION OF FUNDS
FIXED ASSETS 1(b) & 5
Gross Block 643,757 (1%%0.4%928)
Less: Depreciation {203,585) (139,402)
Net Block 440,172 491,266
Add: Capital Work-in-Progress 1.665 918
441,837 492214
INVESTMENTS 1(d) &6 697.290 370,007
CURRENT ASSETS, LOANS AND ADVANCES
Inventories 1(e)& 8 351,203 285,826
Sundry debtors 9 253,851 246,640
Cash and bank balances 10 115,486 179,586
Loans and advances 1" 77,959 _ 51,404
. 798,499 763,546
Less: CURRENT LIABILITIES AND PROVISIONS
Current liabilities 12 199,904 144,041
Provisions 13 48,904 68,819
248,808 212,860
Net current assets 549,691 550,686
Total 1,688,818 1,412,907
The act;o;panylng n@ a?a an integral part of this balance sheet
Lodha & Co Abhishek Dalmia P.M.Rajanarayanan
Chartered Accountants Executive Chairman Managing Director
R.P.Singh M.N. Srinivasan S.Hariharan
Partner Company Secretary Vice President (Finance)
Membership Number: 52438
Kolkata . Coimbatare
May 18, 2007 May 18, 2007
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REVATHI EQUIPMENT LIMITED

STATEMENT OF PROFIT AND LOSS FOR THE YEAR ENDED MARCH 31, 2007
{(All amounts in thousands of Indian Rupees)

Notes
INCOME
Gross Sales 1(H&14
Less:Excise Duty
Net Sales
Other income 15
EXPENDITURE
Cost of materials 16
Employee costs 17
Manufacturing and other expenses 18
Interest and financial charges 19
Depreciation 1(b)&5
Less;Transferred from Revaluation Reserve
Profit before taxes
Provision for taxes 20

Profit after taxes

PROFIT AND LOSS ACCOUNT, beginning of year

Profit available for appropriation
Proposed Dividend
Provision for Dividend Distribution Tax
Transfer to General Reserve

PROFIT AND LOSS ACCOUNT, end of year

Net profit available to equity shareholders
Welighted average number of shares used in computing basic earnings per share

Basic and diluted earnings per share (equity shares, par value Rs 10 each)

The accompanying notes are an integral part of this statement

Lodha & Co Abhishek Daimia
Chartered Accountants Executive Chairman
R.P.Singh M.N. Srinivasan
Partner Company Secretary
Membership Number: 52438

Kolkata ) Coimbatare

May 18, 2007 May 18, 2007
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2007 2006
942,694 971,986
(66,120) (58,142)
876,574 913,844

53,076 __47,770
929,650 961,614
(475,777) (503,286)
(55,224) (43,449)
(129,171) (99,146)
(34,177) (33,919)
(66,729) (63,182)
{761,052) (742,956)
168,598 218,658
(43,331) (51,224)
125,267 167,434
491,146 377,056
616,413 544,490
(31,442) (32,008)
(5,344) (4,502)
(12,527) (16,743)
567"101 491,148
125,267 167,434
3,204,418 3,209,800
39.09 52.16
P.M.Rajanarayanan
Managing Director
S.Hariharan

Vice President (Finance)






