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Financial Highiights

(% in Crore)
Particulars 2010-11 2009-10 2008-09 2007-08 2006-07 2005-06 2004-05 2003-04 2002-03 2001-02
Sales (Net) 1873 1696 1683 1623 1649 1634 1726 1731 1594 1532
Subsidy 3918 3396 3444 2518 2217 1957 1748 1657 2060 1418
Turnover (incl. Subsidy) 5791 5092 5127 4141 3866 3591 3474 3388 3654 2950
Eamings before depreciation, inferest and tax (EBDITA) 302 365 293 262 387 312 357 329 688 270
Interest and Finance Charges 9 1 4 17 17 8 22 34 72 110
Depreciation 89 94 9% 89 106 125 120 176 168 112
Profit before Tax 204 260 156 156 264 179 215 119 448 48
Profit affer Tax 139 172 97 109 176 116 161 85 286 4
Gross Fixed Assefs 2930 2924 2906 2925 2903 2897 2862 2846 2839 2692
Net Fixed Assets 599 666 734 809 871 963 1050 1153 1322 1342
Current Assets, Loans and Advances 20052082 1524 1443 1693 1272 1007 1147 1476 1432
Current Liahilities and Provisions 998 794 885 816 692 553 601 372 746 614
Working Capital M7 1288 639 627 1001 719 406 775 730 818
Borrowings 613 403 265 525 327 227 60 618 754 818
Net Worth 1672 1582 1471 1408 1371 1256 1186 1080 1027 1093
Capital Employed (Nt Fixed Assets 4 Working Capital) 1716 1954 1373 1436 1872 1682 1456 1928 2052 2160
Production (Urea) (Lakh MT) 3380 3330 3344 3268 3351 3344 3432 3250 3212 319
Capacity Utilisation (Urea) (%) 1046 1031 1035 101.1 1037 1035 1062 100.6 994 995
Sales (Urea) (Lakh MT) 3359 3378 3377 3238 3354 3363 3473 3387 3289 3292
Employees (Nos.) 4596 4760 4868 4786 4736 4769 4853 4940 5404 5751
EBDITA/ Turnover (%) 521 707 571 16.33  10.01° \8:678R\ 101268 W0 §81 6158 9.15
Return on Net Worth (%) 831 1087 659 74 1284 . 9.24.% T3.58M \WABT § N2¢ .85 3.75
Return on Capital Employed (%) 807 878 710 756 941 692 11.06 {1441 139508 188 '
Eaming per Share of 10 ) 280 350 199 221 359 237 328 173 584 //0.83
Debt/Equity 037:1 025:1 0.18:1 037:1 024:1 0.18:1 005:1 057:1 0.7451(’ 0.77:1
Current Ratio 2121 2621 17221 17621 245:1 2301 1.67:1 3.09:1 1.98:1 ﬂr33 1l
Value Added per Employee (% in Lakhs) 23 23 20 19 19 17 18 17 24‘; 415
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Diirectors’ Repo rt

To,
Dear Members,

Your Directors are pleased to present the 37" Annual Report on the business and operations of the company together
with the audited accounts for the year ended March 31,2011.

During the year under review, the Company achieved turnover of ¥ 5791 crore (previous yearI 5091 crore). The profit
before tax was ¥ 203.92 crore (previous year ¥ 259.95 crore) and profit after tax was I 138.50 crore (previous year
3171.51 crore). The decrease in profit over previous year is mainly due to higher receipt of subsidy arrears during the
previous year and decrease in interestincome. This has been off set by higher production, lower energy consumption,
and higher sale of Industrial Products. The total borrowings of the company as at 31* March, 2011, stood at¥613.06
crore (X 403.16 crore as at 31* March, 2010). The borrowings include long term loan of ¥ 150 crore to finance the under
implementation capital scheme of change over of feed stock from Fuel-oil to Natural Gas at Nangal, Bathinda and
Panipat and buyers credit of I 41.22 crore for Urea capacity enhancement projects at Vijaipur. The cash credit
utilization was ¥ 343.84 crore and short term loan of ¥ 78 crore was outstanding as on that date.

The Directors have recommended a dividend 0f%0.85 per share (previous year31.05 per share) subject to approval of
the members. The total dividend pay-out is ¥48.46 crore (including dividend tax of ¥6.76 crore) and accounts for 30%
of profit after tax. A sum of ¥13.85 crore has been transferred to the general reserve during the year (previous year
T 17.15crore).

tonnes of Urea (104.06% of installed capacity),

including 1.49 lakh tonnes of additional production from 5791
Vijaipur Plants, compared to 33.30 lakh tonnes in the 5127 5002 ™
previous year. Vijaipur units achieved ever-best yearly 3866 4141 ™
production of Urea and Ammonia at 18.78 lakh tonnes s -

and 10.92 lakh tonnes respectively, which was 108.6%
and 108.8 % of installed capacity. The three fuel oil
based plants achieved 100% capacity utilization on
cumulative basis. The production beyond 100%
capacity utilization in fuel oil based plants is not
economically viable in terms of Pricing Policy of Urea. ¥ /] . . . , |
The company achieved ever-best Bio-Fertilizers 2006-07 2007-08 2008-09 2009-10 2010-11

production of 231 tonnes during the year against earlier

best p%ﬁon of 226 tonnes in 2009-10. Ever best YEAR

lower energy consumption of 9.446 Gcal/tonne of urea was achieved at Nangal during 2010-11 surpassing the
previous best lowest energy consumption of 9.505 Gcal/tonne of urea in 2008-09. The percentage share of NFL in
urea p{b(\c;tion in the country has been estimated at 15.4%. Company has also started the production of foundation
and certified seeds under a pilot project.
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Company sold 33.59 lakh tonnes of Urea (including Neem coated Urea of 1.20 lakh tonnes) against 33.78 lakh tonnes
(including Neem Coated Urea of 0.38 lakh tonnes) in the previous year. Inspite of marginal drop in sales quantity
mainly due to limitation of railway wagons, the sales turnover including subsidy for the year was ¥ 5791 crore, an
increase of 14% overI5091 crore in the previous year. The increase inturnover is due to increase in subsidy resulting
from increase in the prices of petroleum products and revision in the price of APM Gas from 1* July,2010, higher sales
of industrial products, etc. Bio-fertilizers sales at 219 tonnes saw a growth of 11% over the previous year at
196 tonnes. Industrial Product sales were of the value of 115 crore in 2010-11 recording a growth of 17% over
previous year.

Shri Srikant Jena, Hon'ble Minister of State (C&F) speaking at the
foundation stone laying ceremony of Soil Testing Lab
at Balasore, Odisha.

Company sold 0.50 lakh tonnes of imported Murate of Potash (MOP). It has also ventured into trading of certified
seeds and sold 5502 tonnes of wheat, soyabean and paddy seeds with a turnover of ¥ 9.07 crore. Company also sold
mycorrhiza and compost. In agro-chemicals, the Company saw a turnover of ¥ 1.03 crore and efforts are being made
for trading of Zinc Sulphate and Ventonite Sulphur.

Company signed an MoU with M/s PT PUPUK SRIWIDJAJA, an Indonesian firm regarding procurement of around 3
lakh tonnes of Urea and 2.50 lakh tonnes of NPK per annum for a period of two years.

The Company undertook various Agriculture extension activities during the year. Krishi melas, exhibitions, Crop
Seminars, Farmers' & Dealers' Training Programmes and study tours were organized to disseminate information
regarding improved farm technology and establish direct communication with the farmers as also to educate the
farmers on the balanced use of fertilizer and its timely application besides providing guidance on pestldldes and

fungicides. Under orientation programmes for dealers/retailers and farmers on balanced fertilization to optimize crop ¥
productivity, a total of 2045 dealers/retailers and 5351 farmers were covered during the year. The Company
undertook 409 block and frontline demonstrations and 182 R&D trials on different crops in different areas. w?ig the
year, 17520 farmers were trained and 59,970 soil samples were tested, and analyzed. The Company participated in
42 Krishi Melas and Exhibitions. During the year, 15 'Krishi Sewa Kendras' were set-up and 27 solar lights di uted.

Company is establishing a Soil Testing Laboratory at Balasore, Odisha at a cost of ¥ 70 lakhs under the National
Project on Soil Health and Fertility of Govt. of India. The Company has 4 mobile and 5 static Soil Testing Laboratories.
The Laboratories are used for Soil Testing and analysis to make balanced use of fertilizers by the farming corﬁmumty

B _____________________________@e
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With a view to consolidate its position as a market leader in Urea, projects of about3 4700 crore are at various stages
ofimplementation in Company's various plants. The major ongoing schemes are:

<> Revamp of fuel-oil based plants at Panipat, Bathinda & Nangal

The Company has undertaken revamp of fuel-oil based plants at Panipat, Bathinda & Nangal for change over
of feedstock from Fuel-oil to Natural Gas. These projects involve a total investment of ¥ 4066 crore and a
completion period of 36 months from the Zero date i.e. 29" January 2010. These projects are being
implemented on lumpsum turn key (LSTK) basis. Panipat and Bathinda projects are being implemented by
M/s. Larsen & Toubro (L&T) with process licence from M/s. Halder Topsoe. Nangal Project is being
implemented by consortium of M/s. Tecnimont SPA ltaly and M/s. Technimont ICB, Mumbai with process
licence from KBR. M/s. Project & Development India Limited (PDIL) has been engaged as Project
Management Consultant for all these three projects. The projects are on schedule.

<> Capacity Augmentation & Energy Saving Project (ESP) at Vijaipur

The Company has undertaken Capacity augmentation of Ammonia & Urea plants at Vijaipur-l & Il units
including installation of Carbon Dioxide Recovery (CDR) plant at an investment of around I650 crore. The
total urea capacity of Vijaipur units after commissioning of the project shall be 20.66 lakh tonnes per annum
against 17.29 lakh tonnes per annum at present. Capacity Augmentation of Ammonia & Urea shall be
completed by November, 2011 and the CDR Plant shall be commissioned by June, 2012.

The Company has always believed that human resource is its most important asset and continues to work for its
development and realisation of its potential. To achieve growth and to foster motivational climate, several initiatives
were taken up during the year. Modified Performance Related Pay Scheme for Executives and Non-Executives has
been implemented and Group Productivity Allowance Scheme has also been introduced. The Company has
introduced Employees Economic & Social Rehabilitation Scheme, which protects the welfare of the family in case of
demise/permanent disablement of employee during service. A new Pension Scheme for the benefit of employees is
alsoin the process of implementation.

During the year, to inculcate leadership qualities with high values, moral and ethics in all supervisory staff and
managerial cadre, Company achieved 8781 and 11802 man days training for Executives and Non-Executives,
respectively by deputing employees for external and in-house programmes. Manpower strength of the company as on
31.03.2011 was 4596 comprising of 1877 Executives and 2719 Non-executives.

The Employer-Employee relationship continued to be harmonious during the year. There was no loss of production
due to any adverse IR situation. The schemes for employees' participation in Management continue to function
successfully. There were continuous interactions between the Management and employees' representatives on
various issues keeping in view the best interest of employees and the Company.

The Company continues to make efforts forimproving employees' health, well-being and welfare and has taken steps
for providing recreation, education and general welfare of employees.

The Company is making all efforts to ensure the implementation of Official Language policy of the Government of
India. targets fixed in the Annual Programme issued by the Department of Official Language, Government of India
have beerlaghieved. A number of workshops, competitions and pakhwaras were organized to encourage employees
to work in Hindi. Information Technology is being widely used to promote the official language in the offices. The
Compan),l:ontinued to win awards in implementing the National Language. Panipat Unit received Raj Bhasha Shield
in Hindi Language from 'Nagar Rajbhasha Kaarynvan Samiti' Panipat for 2009.

1
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Shri Rajendra Agarwal, M.P, Hon'ble Convenor of the First Sub Committee of
Committee of Parliament on Official Language, is handing over compilation
of orders of the President of India on Official Language to

Shri Satish Chandra, C&MD, NFL

Your Company excelled in performance in various areas, which got recognition from various quarters during the year.
The company has received "Excellent" rating for the MoU 2009-10 which is tenth excellent rating in a row.

. | — e

Company has won the following prestigious awards during 2010-11:-

<> ICWAI Award 2009 for excellence in cost management for Bathinda Unit.

<> National Safety Award 2008 for accident free year and lowest average frequency rate from Ministry of Labour
and Employment, New Delhi and Prashansa Patra National Safety Award 2009 from National Safety Council for
Vijaipur Unit.

R Safety Award Suraksha Puraskar from National Safety Council of India for the year 2009 for Panipat Unit.

The Company accords highest priority to Industrial Safety, Ecology & Pollution Control and has adopted 3R's
approach i.e. reduce, reuse, recycle in an effort to have zero effluent discharge plants. Company has adopted an
extensive afforestation programme. Allthe statutory standards are met by respective units.

Silo system for collecting fly ash from ESP Hoppers using dense phase pneumatic conveying system has been
installed at Panipat, Bathinda and Nangal Units for evacuation of ash from the plants. This has helped to ccgntain the
ecological concerns in fly ash disposal.

All the Units are 1ISO 9001-2000 certified for Quality Management System, 1ISO-14001 certified for Enf 'p&]’ment
Management System and have received OHSAS-18001 certification for occupational health .and safety
management system. VI

Company is putting up a Carbon Dioxide Recovery Plant of 450 MTPD capacity for recovery of c“rbon dioxide from
Flue Gases of primary reformer at Vijaipur. This will help in reduction of discharge of greenhouse gases. 4

Y
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The Company is making use of information technology in its business functions. A consultant has been appointed to
provide advisory services on implementation of Enterprise Resource Planning. A preliminary report including ERP
strategy, road map and cost benefit analysis on ERP implementation has already been received.

On IT infrastructure front, the Company has provided wide Local Area Network (LAN) at all the units and offices for
integration of local computers and servers, a MPLS based Virtual Private Network (Wide Area Network) to provide a
secured and scalable connectivity amongst Corporate Office, Units and Marketing Offices. IP enabled services like
email, internet browsing, FTP Server, etc. has been provided to the employees. Field Staff of Marketing Division have
been provided with high-speed data cards/broadband connections. The Company is extensively using the facility of e-
procurement, e-payment and e-receipt for bringing efficiency and transparency in the business system. DSLAMs/
ADSL Routers have been provided at the Units for LAN connectivity to remote locations through internal exchanges.

The Company is committed towards up-liftment of under privileged Section of the Society and has supported various
social and community initiatives touching the lives of large number of people. The Company has identified CSR
activities in economic, environmental, health and social areas and had earmarked %3 crores towards CSR activities
during the financial year 2010-11. Separate budgets and achievement targets have been fixed for each CSRinitiative.
The unspent budget from 2010-2011 has been carried forward to the next financial year.

Roadmap was developed to undertake integrated development of 9 villages situated in the vicinity of our
Plants/Offices. Baseline survey has been completed in all the Units/ Offices of the Company. Activities identified
under CSR like digging of tube well for supplying of potable water, laying pipelines for distribution of water,
Construction of concrete approach roads, Anganwadies, kitchen sheds, toilets, overhead water tanks, carrying out
various civil jobs in nearby villages, construction of boundary wall, Preparation of Volley ball play ground, installation
of submersible tube well, procurement of furniture for distribution in nearby schools etc. are under progress.

Action to line up a contract to construct a Multipurpose Women Empowerment Centre on Panchayat land of Nangal
Unit, appointment of agencies for imparting vocational training / stitching training to women in nearby villages is also
under process.

17 nos. Solar Street Lights have been installed in Village Sivian, Bathinda. Further, procurement of 35 nos. of solar
lights forinstallation in nearby villages is under process.

100519 saplings have been planted during the year in the vicinity of Company's plants and units. Company's
manufacturing units at Vijaipur, Panipat, Bathinda and Nangal also carried out various useful activities for the benefit
of socially and economically weaker sections of the society in the surrounding areas of the respective unit. Health
awareness Programmes/Medical Camps were organized. In addition, financial aid, ceiling fans, sewing machines etc.
were also provided to the poor and needy persons of nearby villages.

In addition, Company extended financial assistance to Bitnoti College, Orissa for construction of one Auditorium-cum-
Gallery Class Room. Mayurbhanj is a tribal dominated backward district of Odisha. The objective of construction of
auditorium is to prepare students of backward tribal areas to face the competitive world by developing their
presemitid"n skills, public speaking and entrepreneurship.

Balasore is a tribal dominated backward district of Orissa and Utkal Bal Ashram is one of the oldest and reputed

orphanag! of Balasore. This Ashram was established in the year 1944 and has been rendering valuable services to

about 250 6rphan children. Company is extending a contribution for construction and renovation of Utkal Bal Ashram.
A
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As in the past, the Company continued to facilitate the farming community in improving the crop productivity. The
Company also continued its efforts to improve the living standard of socio-economically weaker sections of the
society.

In consonance with the provisions of the Right to Information Act, 2005, Company has taken requisite measures and
appointed Appellate Authorities/Public Information Officers/ Asstt. Public Information Officers at all the Units/Offices
of the Company in order to respond effectively to the requests of the applicants under the Act. The Act aims at
bringing out transparency in the functioning of organizations and the Company has created necessary mechanism to
meet the objective.

Vigilance Division endeavored for
evolving and effectively implementing
preventive techniques including
transparency, accountability, fair play,
objectivity and timely response in
dealing with matters relating to public
administration.

All systems and processes for
deliverance of services are being
synchronized through use of
technology like effecting e-payments
to vendors, e-receipts, publishing
complete details of tenders on

website, e-procurement, reverse . s - ramerast il
auction, etc. Shri Ajoy Kumnar, IAS, CVO, chairing Vigilance Meet.

To impart proper training to the employees, yearly calendar was prepared for organizing training
programmes/workshops. Special emphasis was laid by organizing workshops on leveraging technology and
disciplinary matters through external faculties. Vigilance Awareness Week was observed at all Units/Offices involving
allemployees to create an environment of ethical growth in the organization.

Management Discussion and Analysis Report covering the operations and future prospects of the company is at
Annexure-l.

Statutory Auditors & Statutory AuditorsReport |

M/s. S.P. Chopra & Co. and M/s. DSP & Associates, Chartered Accountants, were appointed as Joint Audltcl/ forthe
financial year 2010-11 by the Comptroller & Auditor General of India. The Statutory Auditors' Report on thaAc unts ’
of the Company for the financial year ended 31* March, 2011 is at Annexure-II.

The Comptroller & Auditor General of India (CAG) has given Nil comments on the accounts of the Comp ‘f/rthe
year ended 31st March, 2011. under Section 619(4) of the Companies Act, 1956. A copy of tl‘e com nt_;é is at
Annexure-lll. ¥
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As prescribed under the Cost Accounting Records (Report) Rules, 2001, the cost accounting records are being
maintained by all the Units of the Company. Cost Audit for 2010-11 has been completed.

The Cost Audit Reports for the financial year 2009-10 in respect of the units was filed as follows:-

Unit Date of filing of Report
Nangal 18.8.2010
Bathinda 18.8.2010
Vijaipur | 19.8.2010
Vijaipurll 19.8.2010
Panipat 25.8.2010

The Company believes Corporate Governance is the fountain head of shareholder's value creation. The Company
has in place a well defined "Corporate Governance Mechanism" which considers the interests of all stakeholders. A
separate section on Corporate Governance forming part of this Directors' Report alongwith the Auditors' Certificate
conforming the Compliance of Corporate Governance Code as provided in Clause 49 of the Listing Agreement is at
Annexure-IV.

Disclosures in terms of Companies (Disclosure of Particulars in the Report of the Board of Directors) Rules, 1988, in
respect of Conservation of Energy and Technology Absorption & Foreign Exchange Earnings and Outgo are at
Annexure-V.

The information with regard to the employees belonging to Scheduled Castes / Scheduled Tribes is annexed at
Annexure-VI.

None of employees of the company is drawing remuneration in excess of the limits prescribed under section 217(2A)
of the Companies Act, 1956 read with companies (Particulars of Employees) Rules, 1975.

Pursuantto the requirement of Section 217(2AA) of the Companies Act 1956, your Directors confirm that: -

i. in the preparation of the Annual Accounts, the applicable Accounting Standards have been followed and no
material departure have been made therefrom by the Company;

ii. the Directors had selected such Accounting Policies and applied them consistently and made judgments and
estimates that are reasonable and prudent so as to give a true and fair view of the state of affairs of the
E‘)mpany atthe end of the financial year 2010-11 and of the profit of the Company for that period;

iii. 'igﬁ Directors have taken proper and sufficient care for the maintenance of adequate accounting records in
ordance with the provisions of the Companies Act, 1956 for safeguarding the assets of the Company and
'\\\jor reventing and detecting fraud and other irregularities; and

iv. '\ t% Directors have prepared the Annual Accounts on a going concern basis.
' b
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The position with regard to the Board of Directors since the last report is as follows:-

Shri Sudhir Bhargava ceased to be Director w.e.f. 3rd May, 2010.

Shri Deepak Singhal, Joint Secretary, Department of Fertilizers joined as a Director w.e.f. 27th May, 2010.

Shri Rajesh Kumar Aggarwal, joined as Director (Technical) on 2nd June, 2010.

ShriN.K. Goyal, Shri S.A.T. Rizviand Dr. S.K. Bhattacharyya ceased to be Directors w.e.f. 29" January, 2011.

Capt. Pavan Kumar Kaul, ex-Executive Director, Container Corporation of India Ltd. has joined as Director
(Marketing), w.e.f. 7" February, 2011.

ShriV.K. Sharma ceased to be Director and Chairman & Managing Director w.e.f. 23° February, 2011.

Shri Deepak Singhal, Joint Secretary, Department of Fertilizers and a Director on the Board of the Company held the
additional charge of the position of Chairman & Managing Director from 25" February, 2011 to 17" March, 2011. He
ceased to be a Director and Chairman & Managing Director of the Company w.e.f. 17" March, 2011.

Shri Satish Chandra, Joint Secretary, Department of Fertilizers and Director on the Board of the Company has been
holding the additional Charge as Chairman & Managing Director since 31 March, 2011.

Shri Munikoti Niranjana Rao, a practicing Chartered Accountant has been appointed as an Independent Director on
the Boardw.e.f.6.5.2011.

Board places on record its deep appreciation for the valuable services rendered by Shri Sudhir Bhargava, Shri N.K.
Goyal, Shri S.A.T. Rizvi, Dr. S.K. Bhattacharyya, Shri V.K. Sharma and Shri Deepak Singhal during their association
with the Company.

In accordance with the provisions of Article 76(2) of the Articles of Association of the Company, Shri Satish Chandra
shall retire by rotation at the Annual General Meeting and being eligible has offered himself for reappointment.

In accordance with provisions of Section 257 of the Companies Act 1956, a notice has been received for appointment
of Shri Munikoti Niranjana Rao as Director at the Annual General Meeting.

The Board of Directors acknowledge their gratitude for the valuable guidance and support received from the
Government of India in particular Department of Fertilizers, Fertilizer Industry Coordination Committee (FICC),
various State Governments, Financial Institutions, Banks, stakeholders and all others whose continued support has
been a source of strength to the Company.

The Board would like to place on record its appreciation to the hard work, commitment and unstinting efforts put in by
your Company's employees at all levels.

For and on behalf of the Board of Directors

A
Y
(Satish réndra)
Chairman & Managin Djl_;ector
Place: New Delhi v/

Date: 29" July, 2011 y
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Annexure -1

M anagement Discussion é’Andlysz's Report
State of Economy &Industry

The Indian Economy has emerged with remarkable rapidity from the slow down caused by the global financial crisis of
2007-09. India continues to remain amongst the fastest growing economies of the world with a projected growth of 8-
9%. The growth has been broad based with a rebound in Agriculture Sector with estimated growth of around 5.4%.
Manufacturing and services sector registered impressive gains. However, food inflation, higher commodity prices and
volatility in global commodity markets have been a cause of concern. Though, downside risks of global events,
particularly movement in prices of commodities like crude oil remain, the Indian economy is poised to further improve
and consolidate.

Indian fertilizer sector witnessed a sustained high growth in consumption for the past few years. During 2010-11 total
nutrient consumption touched 26.5 million tonnes recording an increase of 6.3% over the previous year. Against the
background of sustained high growth in consumption, the growth in indigenous production was stagnant during the
decade 2000-01 to 2008-09. Production of 'N' increased from 10.900 million tonnes in 2009-10 to 11.924 million
tonnesin2010-11.

To sustain a high growth in agriculture in future, there is need for adequate availability of fertilizer across the country.
The government has taken a number of initiatives in the recent years for promoting balanced fertilization to accelerate
agricultural growth. These include policy for customized, coated and fortified fertilizers. The government policy is to
unshackle the fertilizer sector in a phased manner. NBS has been implemented for P&K fertilizers w.e.f. 1st April,
2010, SSP has also been brought under NBS w.e.f. 1* May 2010. The full benefit of the above initiatives of the
Government will accrue, once urea is also brought under NBS.

The New Investment Policy for urea sector notified on 4" September, 2008 has not attracted any fresh investment in
the sector. Notwithstanding Fertilizer industry being bench mark as one of the best in the world in terms of energy
efficiency, safety and environment measures, no new investment came in the fertilizer sector since 2000 as the
policies were not conducive for investment. With the upsurge in the prices of fertilizers in the international market,
augmenting the domestic capacity of fertilizer is essentially required. Remunerative investment Policy and firm
allocation of gas shall give fillip to investment in the country. The Union Budget for 2011-12 proposal to accord
infrastructure status to investments in fertilizer production is a major breakthrough in policy towards attraction of
investment in the fertilizer sector. The budget has not addressed the main concern of the fertilizer industry of steep
increase in the cost of inputs.

Company is mainly in the business of production and marketing of urea. It has five Urea plants, one each at Nangal
and Bathinda (Punjab), one at Panipat (Haryana) and two at Vijaipur (Madhya Pradesh). Company deals in various
Industrial Products. Urea accounts for major part of the turnover. Company has also a 100 tonnes p.a. bio-fertilizers
Plant at Vijaipur, where three strains of bio-fertilizers namely Phosphate Solubilising Bacteria (PSB), Rhizobium and
Azotobacter are produced. Company also markets certified seeds, compost, Mycorrhiza, and imported Muriate of

Potasﬁwi)P).
Company has an extensive marketing network spread with significant presence in Northern and Central India.

NFL is"the' second largest producer of urea in the country with a share of 15.4% of total urea production.
1
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Changeover of Feedstock Projects from Fuel-oil to Gas at Nangal, Panipat and Bathinda units taken up for execution
in 2009-10 are expected to be commissioned in 2012-13. After commissioning of these projects, cost of production of
urea from these units shall become competitive in the market. Further, Company has undertaken capacity
augmentation of urea projects at Vijaipur to consolidate its position as a market leaderin urea.

NFL is the first fertilizer manufacturer in the country, which has developed the technique for coating of normal prilled
Urea with neem oil on large scale. Government has notified policy for encouraging production and availability of
fortified and coated fertilizers. Due to wider acceptability of Neem Coated Urea in the market, there is an opportunity
to augment the production of neem coated ureain terms of above policy.

With the implementation of Nutrient Based Subsidy (NBS) from 01.04.2010 for P&K fertilizers, company has
undertaken trading of imported P&K fertilizers.

Company has a well knit marketing set-up and dealers network. Marketing of agro-inputs like seeds and compost can
be undertaken, onlarge scale.

Company has been producing and marketing a number of industrial products and is exploring the opportunity to
expand furtherin that sector.

The Company primarily has a single nutrient product base i.e. Urea. Increasing input costs of feed-stock i.e. Fuel-
Oil/Natural Gas has raised the cost of production of Urea and Industrial Products. Globalized competitive scenario
coupled with reducing trend of import duties and dumping at low price may affect the sale and margins on industrial
products being manufactured by the Company. (However, with the commissioning of changeover of fuel based
projects, cost of production of urea and industrial products shall get reduced considerably).

The acreage under food production is declining because of depletion in water levels. Dependence on Monsoons is
increasing. Scanty rains because of Monsoon failures affects the urea off takes in the market area.

The steep rise in cost of inputs.
Positioning for the future

(@) Projects: Agriculture sector will continue to remain vital for Indian economy. The contribution of fertilizers in
increasing the production and productivity of Indian agriculture especially food-grains is undisputed.
Considering the opportunities available, Company has undertaken the following initiatives:

< Revamp of fuel-oil based plants at Panipat, Bathinda & Nangal

Company has undertaken revamp of fuel-oil based plants at Panipat, Bathinda & Nangal for change over

of feedstock from FO/LSHS to NG/RLNG. These projects involve a total investment of ¥ 4066 crores and ’
a completion period of 36 months from the Zero date i.e. 29" January 2010. Panipat and,baghinda
projects are being implemented by M/s. Larsen & Toubro (L&T) with process licence from M alder
Topsoe. Nangal Project is being implemented by consortium of M/s. Tecnimont SPA Italy and M/s.
Technimont ICB, Mumbai with process licence from KBR. M/s. Project & Development Indi ﬁ_r_nited

(PDIL) has been engaged as Project Management Consultant for all these three projects. The projects

are on schedule r
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» Urea Capacity Augmentation & Energy Saving Project (ESP) at Vijaipur

*

o

The Company has undertaken Capacity Augmentation of Ammonia & Urea plants at Vijaipur-1 & Il units
including installation of Carbon Dioxide Recovery (CDR) plant at an investment of around ¥650 crore.
The total urea capacity of Vijaipur units after commissioning of the project shall be 20.66 lakh tonnes per
annum against the existing capacity of 17.29 lakh tonnes per annum. Capacity Augmentation of
Ammonia & Urea shall be completed by November, 2011 and the CDR Plant shall be commissioned by
June, 2012.

« Joint Venture with SAIL

Company is exploring for entering into a joint venture with Steel Authority of India Ltd. (SAIL) for setting up
of 1.15 million tonne urea plant at Sindri.

< Joint Venture with M/s. Engineers India Limited (EIL)

Empowered Committee of Secretaries of the Government of India has proposed a consortium of NFL and
EIL to form a joint venture to set up a urea plant at Ramagundam for its revival. The discussions are being
held with EIL to assess the feasibility of the project.

(b) Marketing:
+ Sale of other fertilizers

The present market is very competitive and in view of the globalization scenario and to exploit the
opportunities in the Nutrient Based Subsidy (NBS) regime, a dedicated team has been formed. Company
intends to make use of New Fertilizer Policy by entering into customized fertilizers. Company has been
planning for imports of fertilizers like MoP, DAP for trading through its distribution network. Accordingly,
contracts are being planned for import of other fertilizers like DAP, Complex Fertilizers. Company is also
exploring to add Single Super Phosphate fertilizer in its product range.

< Bio-fertilizers

Company has been marketing special fungus
based Bio-fertilizer 'Mycorrhiza' under the brand
name of "Kisan Mycorrhiza", which increases the
root growth and improves soil structures to
provide vital nutrition to the plant.

7
*

Seeds

Company has been producing foundation and
certified seeds in a pilot projects at selected
farmer fields in adopted villages, which can pave
the way for seed production on a commercial
scale. Company has already initiated action to set up its own Seed Processing Plant at Indore to provide
good quality seed of various High Yielding Variety (HYV) crops under its own brand. Company has also
taken up Seeds Multiplication Programmes for Paddy and Soyabean breeder/foundation seeds on
agricultural land and has entered into an agreement with State Farms Corporation of India Limited (SFCI)
* for supply of certified seeds i.e. Paddy, Hybrid Paddy, Soyabean during Kharif 2011. Company has also
\ entered into an agreement with Hindustan Insecticides Limited for trading of pesticides.

Liquid Bio-Fertilizers developed and marketed by NFL

._ \020 Promotion of balanced use of fertilizers

\’ During the last three decades, the Company has been working closely with farming community by

ensuring supply of quality fertilizers and other agri-inputs. Company believes in marketing its products
\
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and services through extensive field demonstrations coupled with an effort to build relationships with the
end users, the farmers. This has helped to make its brand "Kisan Urea" a household name.

Company undertook 409 block and frontline demonstrations. 17520 farmers were trained and 57700 soil
samples were tested and analysed. Company also participated in 42 krishi melas and exhibitions.

% Business alliance with Bharat Sanchar Nigam Limited (BSNL)

Company has entered into a strategic Business Alliance with Bharat Sanchar Nigam Limited (BSNL) to
market their products viz. Recharge Coupons, Mobile connections, Landline connections and
Broadband internet facility etc. through its dealer network.

(c) Joint Venture: Company signed MoU with M/s. KRIBHCO and RCF in January 2008 to form a Joint Venture
Company with the name "Urvarak Videsh Limited" to explore investment opportunities abroad and within the
country in nitrogenous, phosphatic and potassic sectors and to render consultancy services for setting up
projects in India and abroad.

Production Review

During the year, Company produced 33.80 lakh tonnes

of Urea (104.06% of installed capacity), including 1.49 _
lakh tonnes of additional production from Vijaipur 33.8
Plants, compared to 33.30 lakh tonnes in the previous 33.51 33.44 33.3
year. Vijaipur units achieved  ever-best yearly
production of Urea and Ammonia at 18.78 lakh tonnes
and 10.92 lakh tonnes respectively, which was 108.6%
and 108.8 % of installed capacity. The three Fuel oil
based plants achieved 100% capacity utilization on
cumulative basis. The production beyond 100%
capacity utilization in Fuel Oil based plants is not
economically viable in terms of Pricing Policy of Urea.
The company achieved ever-best Bio-Fertilizers 2006-07 I 2007-08 I 2008-09 I 2009-10 I 2010-11 I
production of 231 tonnes during the year against earlier YEAR

best production of 226 tonnes in 2009-10. Ever best
lower energy consumption of 9.446 Gcal/tonne of urea was achieved at Nangal during 2010-11 surpassing the
previous best lowest energy consumption of 9.505 Gcal/tonne of urea in 2008-09. The percentage share of NFL in
urea production in the country has been at 15.4%. Company has also started the production of foundation and
certified seeds under a pilot project.

32.68

Marketing Review

Company sold 33.59 lakh tonnes of Urea against 33.78 lakh tonnes in the previous year. The sales turnover for the
year including subsidy was ¥5791 crore againstI5091 crore in the previous year. Bio-fertilizers sales saw a growth of
11% over the previous year. Company sold 219 MT of Bio-fertilizers during the year as compared to
196 MT in corresponding period of the previous year. Industrial Product sales were of the value of ¥115 crore in
2010-11 recording a growth of 17% from ¥ 98 crores in the previous year. ’

with a turnover of ¥9.07 crores. Company sold 102 MT mycorrhiza and 648 MT compost. In agro-chemicals, the

Company imported and sold 0.50 lakh MT of MoP. It also marketed 5502 MT of wheat, soyabean and par?f é:eeds
i
Company saw a turnover of ¥1.03 crore. y

¢
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The Company has always believed that human resource is its most important asset and continues to work for its
development and realisation of its potential. To achieve growth and to foster motivational climate, several initiatives
were taken up during the year. Performance Related Pay Scheme has been finalized and Group Productivity
Allowance Scheme has also been introduced. The Company has introduced Employees Economic & Social
Rehabilitation Scheme which protects the Welfare of the family in case of demise/permanent disablement of
employee during service. A new Pension Scheme for the benefit of employees is also in the process of finalization.

During the year, to boost moral and inculcate

and ethics in all supervisory staff and 1800 - 1672

managerial cadre, Company achieved 8781 1600 - 1582

and 11802 man days training for Executives a0 4 1371 1408 Az '§

and Non-Executives, respectively by deputing 1200 E

employees for external and in-house 1000 2

programmes organized. Manpower strength [

of the company as on 31.03.2011 was 4596 800 1 5

comprising of 1877 Executives and 2719 Non- 600 - 525 a

executives. 400 4 32 2
200 - =

The Employer-Employee relationship 0

continued to be cordial during the year. There 2006-07  2007-08 2008 09 2009 10 2010 1

was no loss of production due to any adverse YEAR

IR situation. The schemes for employees'
participation in Management continue to function successfully. There were continuous interactions between the
Management and employees' representatives on various issues keeping in view the best interest of employees and
the Company.

The Company continues to make efforts forimproving employees' health, well-being and welfare and has taken steps
for providing recreation, education and general welfare of employees.

During the year, Company achieved turnover of ¥ 5791 crore. The profit before tax was ¥ 203.92 crore (previous year
¥ 259.95 crore) and profit after tax was ¥138.50 crore (previous year ¥171.51 crore). During the year the interest
expenses decreased t039.15 crore (previous year¥ 10.96 crore) due to timely receipt of subsidy. The total borrowing
of the company as on 31* March 2011 stood at ¥613.06 crore against ¥403.16 crore as on 31" March, 2010. Debt
Equity Ratioason 31.03.2011is0.37:1 as compared to 0.25:1 as on 31.03.2010.

Analysis of the Financial Performance of the Company:

(a) Turnover
3 (R in crore)
. \ FY 2010-11 FY 2009-10 Change (%)
Sale“"i;{nover (Net) 5791.03 5092.28 13.72
N

The increase in sales turnover is mainly due to increase in subsidy on account of increase in prices of petroleum
products i.e. fuel oil (20%) at FO based units and revision in the price of APM Gas at Vijaipur w.e.f. 1% July, 2010.
‘ ¥

),
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(b) Interest Earned
(R in crore)
FY 2010-11 FY 2009-10 Change (%)
Interest earned - Bonds 2.71 20.43 (87)
Others (Term deposit etc.) 8.1 10.18 (20)
TOTAL 10.82 30.61 (65)

The decrease in interest income is on account of lower interest income earned on Fertilizer Bonds as the bonds for
face value of ¥125 crore were sold during the year. No new bonds were issued by the Government of India during

theyear.
(c) Otherncome
(X in crore)
FY 2010-11 FY 2009-10 Change (%)
Other Income (Rent, profit on sale of assets, 35.30 26.07 35
misc. income etc.)
The increase in the otherincome is mainly due to increase in misc. income during the year.
(d) Consumption of Raw Materials
(X in crore)
FY 2010-11 FY 2009-10 Change (%)
Raw Materials Consumed 3292.35 2611.72 26

The increase in consumption of raw materials is mainly on account of increase in prices of petroleum products i.e. fuel
oil (20%) and revision in the price of APM Gas w.e.f. 1* July, 2010.

(e) Consumption of Stores & spares including Repairs & Maintenance
(X in crore)
FY 2010-11 FY 2009-10 Changfe (%)
Stores and Spares Consumed 24.66 31.39 (21}/'
Repairs and Maintenance 74.20 76.57 (ﬁ!) /
Total 98.86 107.96

(8 //

The decrease in stores & spares consumption and Repair & Maintenance as compared to previous year is r’ain_fy due
to replacement of catalyst at Vijaipur in the previous year. '

~—— 19 T
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(f Employees Remuneration & Benefits
(R in crore)
FY 2010-11 FY 2009-10 Change (%)
Employee Remuneration & Benefits 386.96 349.52 11

The increase in employee remuneration and benefits is mainly on account of increase in actuarial valuation of
retiremental benefits and increase in dearness allowance.

(9) Power and Fuel
(X in crore)
FY 2010-11 FY 2009-10 Change (%)
Power and Fuel 1248.77 1066.85 17

The increase in consumption of raw materials is mainly on account of increase in prices of petroleum products i.e. fuel
oil (20%) and revision in the price of APM Gas w.e.f. 1* July, 2010.

(h) Freight and Handling

(X in crore)
FY 2010-11 FY 2009-10 Change (%)
Freightand Handling 245.51 228.68 7
The increase in freight and handling expense is mainly due to higher dispatches of Urea during the year.
(i) Other Expenses
(X in crore)
FY2010-11 FY 2009-10 Change (%)
Other Expenses (including past period adjustments) 111.64 110.09 2

There is a marginal increase in other expenses mainly on account of increase in water and insurance charges.
Financial Status

(a) Fixed Assets
(X in crore)
FY 2010-11 FY 2009-10 Change (%)

Gross B\ock 2929.54 2924.04 -

Less: 'Qi'prgciation 2330.53 2258.24 3

Net BJQCW 599.01 665.80 (10)

Capi{a‘l ork in Progress 654.15 29.20 2140
Theincreas

eﬁe in capital work in progress is due to expenditure incurred on projects of Energy Saving and Urea capacity
enhan(‘:,\em ntat Vij;ipur and changeover of feedstock from fuel oil to natural gas at Nangal, Bathinda and Panipat units.
\ !

Y
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(b) Investments
(X in crore)
FY 2010-11 FY 2009-10 Change (%)
Investments (Net of Provisions) - 121.80 (100)
Reduction in investmentis on account of disposal of Government of India Fertilizer Bonds during the year.
(c) Inventories
(R in crore)
FY 2010-11 FY 2009-10 Change (%)
Raw Materials 118.09 141.16 (16)
Stores and Spares (including packing material) 158.69 161.51 (2)
Semifinished/finished products 86.36 44.45 94
Total 363.14 347.12 5

There is marginal increase in total inventories due to increase in finished/semi-finished inventory primarily due to
increase in stock of urea arising out of limitation of railway wagons at Vijaipur.

(d) Sundry Debtors

(X in crore)
FY 2010-11 FY 2009-10 Change (%)
Gross Debtors - FICC 1497.37 871.23 72
- Others 116.72 61.48 90
Less: Provision for Doubtful Debts 12.83 12.16 6
Net Debtors 1601.26 920.55 74

The increase in net debtors is mainly due to receivables from FICC for reimbursement in increase of the price

ofinputs. ' y
(e) Loans and Advances
( i(::rore) '
FY 2010-11 FY 2009-10 Chan?&) (
Loans and Advances 121.38 121.90

TN |
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(f) Current Liabilities and Provisions
(X in crore)
FY 2010-11 FY 2009-10 Change (%)
Current Liabilities 771.10 578.53 33
Provisions (Gratuity, accrued leave, 226.78 214.94 6
other Employee Benefit Scheme etc.)
Total Current Liabilities and Provisions 997.88 793.47 26

The increase in current liabilities is mainly on account of increase in year end liability towards sundry creditors for raw
materials and increase in provisions is due to actuarial valuation of employees benefit scheme.

(9) Secured and unsecured Loans
(X in crore)
FY 2010-11 FY 2009-10 Change (%)
Secured Loans 493.84 233.16 112
Unsecured Loans 119.22 170.00 (30)
Total Loans 613.06 403.16 52

The increase in secured loans is due to Rupee Term Loan and Buyer's Credit facility taken for financing the projects of
changeover of feedstock at Nangal, Bathinda and Panipat units and Energy Saving and Urea capacity enhancement
at Vijaipur respectively.

The Company has put in place adequate internal control measures in all areas. These measures are in the form of
manuals and procedures, covering all critical and important activities viz. Budget, Purchase, Material, Stores, Works,
Finance, Personnel, etc. These manuals and procedures are updated from time to time and are subject to strict
compliance, which is monitored by Internal Audit. Company has an internal audit set up empowered to examine the
adequacy and compliance with policies, plans and statutory requirements. Continuous audit and verification of the
systems enables to plug any shortcomings. The Internal Audit of all manufacturing units, Corporate Office and
Marketing Division including Industrial Products have been assigned to external audit firms. Audit Committee and
Management periodically reviews the functioning of internal audit and adequacy of internal
control system.

Statements in the Management Discussions and Analysis describing the company focal objectives, expectations or
anticip:’;i%qs may be forward looking statements within the meaning of applicable securities, laws and regulations that
descriﬁ\our objectives, plans or goals. All these forward looking statements are subject to certain risks and un-

certair_\]tiegi'r;cluding but not limited to, Government action, economic development and risks.
N



ANNUAL ACCOUNTS
2010-2011

e\ ¥

—23_
Akl




5 ,?th

Annual Report
2010-2011

BALANCE SHEET AS AT 31% MARCH, 2011

(X in Crore)
Schedule Asat
No. 31* March, 2010
SOURCES OF FUNDS
Shareholders' Funds
Capital 1.1 490.58
Reserves and Surplus 1.2 1091.56 1582.14
Loan Funds
Secured Loans 1.3 233.16
Unsecured Loans 14 170.00 403.16
Deferred Tax Liability (Net) 119.60
2104.90
APPLICATION OF FUNDS
Fixed Assets 15
Gross Block 2924.04
Less: Depreciation/Amortization 2258.24
Net Block 665.80
Capital Work-in-Progress 1.6 29.20 695.00
Investments 1.7 - 121.80
Current Assets, Loans and Advances:
Current assets
Interest accrued on Investments 1.19
Inventories 1.8 347.12
Sundry Debtors 1.9 920.55
Cash and Bank Balances 1.10 690.81
Loans and Advances 1.11 121.90
2081.57
Less : Current Liabilities and Provisions
Current Liabilities 1.12 578.53
Provisions 1.18 214.94
793.47
Net Current Assets 1288.10
2104.90

Significant Accounting Policies and Notes on Accounts 3
Schedules referred to above form integral part of the Balance Sheet

For and on behalf of the Board of Directors

S.P. CHOPRA & CO. For DSP & ASSOCIATES
' IARTERED ACCOUNTANTS CHARTERED ACCOUNTANTS

ATUL JAIN
PARTNER
(M.No. 91431)
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PROFIT & LOSS ACCOUNT FOR THE YEAR ENDED 31" MARCH, 2011

(Xin Crore)
Schedule Year ended
No. 31*March, 2010
INCOME
Sales 1704.61
Less: Excise Duty 8.28 1696.33
Subsidy 3395.95
Interest earned 21 30.61
OtherIncome 2.2 26.07
5148.96
EXPENDITURE
Increase ()/Decrease in stocks 2.3 75.71
Purchase of Products for resale 153.71
Materials Consumed 24 2723.22
Employees' Remuneration and Benefits 25 349.52
Power and Fuel 2.6 1066.85
Freightand Handling 228.68
Repairs and Maintenance 2.7 76.57
Other Expenses 2.8 110.09
Interest and Finance Charges 2.9 10.96
Depreciation/ Amortization 93.75
4889.06
Profit for the year 259.90
Prior Period Adjustments (Net) 2.10 0.05
Profit before Tax 259.95
Less: Provision for Taxation
Current 84.12
Deferred 4.53
Earlieryears' (0.21) 88.44
Profit after Tax 171.51
Balance brought forward from previous year 698.49
Profit available for appropriation 870.00
Appropriations
Proposed Dividend 51.51
Tax on Proposed Dividend 8.56
Amount transferred to General Reserve 17.15
Balance carried to Balance Sheet 792.78
870.00
Earning per Share
Profit after Tax 171.51
Average Number of Equity shares 490578400 §
Face value per share () 10
Basic and Diluted Earnings per share (3) - 3.50

Significant Accounting Policies and Notes on Accounts 3
Schedules referred to above form integral part of the Profit & Loss Account

For and on behalf of the Board of Directors

As per our report of even date attached

ForS.P.CHOPRA & CO. ForDSP & ASSOCIATES
CHARTERED ACCOUNTANTS CHARTERED ACCOUN -ANT_S? A
ANKUR GOYAL ATUL JAIN iy 4
PARTNER PARTNER

(M.No. 99143) (M.No. 91431)

Place: New Delhi
Date: 30" May, 2011
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CASH FLOW STATEMENT FOR THE YEAR ENDED 31° MARCH, 2011

A. CASHFLOW FROMOPERATING ACTIVITIES:

Net Profit Before Tax 203.92 259.95
Adjustments For :
Depreciation/Amortization 88.90 93.75
Interest (Net) (1.67) (19.65)
Loss on Sale of Fixed Assets 0.02 0.03
Exchange Rate Variation (Net) (1.92) (1.72)
Provision for Diminution in Value of Investments 0.03 3.35
Loss on Sale of Investment 1.14 -
Provision for Doubtful Debts/ Advances 4.92 (0.18)
Provision for Obsolete/Surplus Stores (0.29) (0.06)
Liabilities / Provisions no longer required written back (3.84) (2.54)
Stores and Spares write offs 4.28 4.20
Assets written off 0.82 0.42
OPERATING PROFIT BEFORE WORKING CAPITAL CHANGES 296.31 337.55
Adjustments For :
Trade and Other Receivables (676.04) 22.22
Inventories (20.01) (2.58)
Trade Payables & Others 221.76 (117.10)
Direct Taxes paid (107.62) (80.91)
NET CASH FROM OPERATING ACTIVITIES "A" (285.60) 159.18
B. CASHFLOW FROMINVESTING ACTIVITIES
Purchase of Fixed Assets (including CWIP) (649.59) (37.34)
Purchase of Investments (0.03) (0.10)
Sale of Investments 120.66 337.92
Fixed Assets Sold/Discarded 1.69 0.04
Interest Received 10.82 30.61
NET CASH FROM INVESTING ACTIVITIES "B" (516.45) 331.13
C. CASHFLOW FROM FINANCING ACTIVITIES

Increase in Working Capital Borrowings 110.68 168.29
Long Term Loans 191.22 -
Short Term Loans (92.00) (30.00)
Interest Paid (9.15) (10.96)
Dividend/Distribution Tax paid (60.07) (34.43)
NET CASH FROM FINANCING ACTIVITIES "c" 140.68 92.90
NETINCREASE IN CASH AND CASH EQUIVALENTS (A+B+C) (661.37) 583.21
Cash And Cash Equivalents (Closing Balance) 29.44 690.81
Cash And Cash Equivalents (Opening Balance) 690.81 107.60
NETINCREASE IN CASH AND CASH EQUIVALENTS (661.37) 583.21
COMPONENTS OF CASH AND CASH EQUIVALENTS AS AT THE END OF THE YEAR - -
Cashinhand 0.11 0.10
Cheques in hand/Remittances-in-transit 3.85 7.60

In Current Accounts with scheduled banks 25.48 4.83

In Term Deposits with scheduled banks - 678.28
29.44 690.81

For and on behalf of the Board of Directors
TEK CHAND NEERU ABROL SATISH CHANDRA
COMPANY SECRETARY DIRECTOR (FINANCE) CHAIRMAN & MANAGING DIRECTOR
As per our report of even date attached
‘-\ For S.P. CHOPRA & CO. For DSP & ASSOCIATES
\ CHARTERED ACCOUNTANTS CHARTERED ACCOUNTANTS
‘, ANKUR GOYAL ATUL JAIN
- PARTNER (M. No. 99143) PARTNER (M.No. 91431)

Place: New Delhi
Date: 30" May, 2011
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SCHEDULES FORMING PART OF THE BALANCE SHEET AS AT 31*MARCH, 2011

AUTHORISED

(% in Crore)

As at
31*March, 2010

100,00,00,000 Equity Shares of ¥ 10 each 500.00
(Previous Year 50,00,00,000 Equity Shares of ¥ 10 each)
ISSUED, SUBSCRIBED AND PAID-UP
49,05,78,400* Equity Shares of 310 each fully paid up 490.58
490.58
* Includes 6,88,07,500 Equity Shares allotted for consideration
other than in cash.
(X in Crore)

31" March, 2010

CAPITAL RESERVE 2.51
GENERAL RESERVE

As per last Balance Sheet 279.12

Add :Transferred from Profit & Loss Account

17.15 296.27 )

SURPLUS IN PROFIT & LOSS ACCOUNT
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(X in Crore)

Long Term Loan from Scheduled Banks

As at
31*March, 2010

Term Loan of ¥3850 crore for Ammonia Feedstock Conversion
Projects secured by charge ranking pari-passu inter-se on entire
fixed assets, movable and immovable (present & future) related to
Nangal, Bathinda & Panipat unit and second charge over the entire
current assets of the Company.

Working Capital Loans from Scheduled Banks 233.16
Secured by first charge ranking pari-passu inter-se against
hypothecation of inventories, book debts and other current assets of
the Company.
233.16
(% in Crore)

31*March, 2010

From Scheduled Banks:
Long Term (Foreign Currency)

Short Term 170.00

170.00
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(R in Crore)
GROSS BLOCK DEPRECIATION/AMORTIZATION NET BLOCK
As at | Additions| Deductions/ As at For | On Deductions As at
DESCRIPTION 1* April, Adjustments 1* April, | the year | / Adjustments 31" March,
2010 2010 2010
TANGIBLE ASSETS
LAND
- Freehold 9.19 - - - - 9.19
- Leasehold 10.62 2.09 - 5.20 0.25 542
BUILDINGS
- on Freehold Land 67.75 0.32 0.10 42.15 1.10 0.04 25.60
- on Leasehold Land 84.46 0.47 - 33.90 1.78 50.56
Leasehold Buildings 1.36 - - 0.68 0.05 0.68
Railway Sidings 12.65 - - 11.86 0.12 - 0.79
Plant and Machinery 2604.44 17.92 15.49 2062.00  80.60 14.75 542.44
EDP Equipments 13.68 0.38 1.22 9.90 1.09 1.16 3.78
Electrical Installations 64.10 0.16 - 48.26 1.99 - 15.84
Other Equipments 25.21 1.00 2.15 17.61 0.87 1.88 7.60
Furniture and Fixtures 12.64 0.25 0.06 10.42 0.54 0.06 2.22
Vehicles 2.30 0.45 (0.02) 1.81 0.21 0.08 0.49
INTANGIBLE ASSETS
(other than internally generated)
Licence and Know-how 14.14 - - 14.14 - 7
Computer Software 1.50 0.1 - 0.31 0.32 119
Sub- Total 2924.04 23.15 19.00 2258.24  88.92 17.97 665.80
Assets held for disposal - 1.51 0.16 - - (1.34) -
Current Year 2924.04 24.66 19.16 2258.24  88.92 16.63 665.80
Previous Year 2905.97  25.63 7.56 2171.56  93.75 7.07

v

NOTES:
- Title/Lease Deed for land acquired at Nangal % 0.93 crore), Vijaipur (X 4.36 crore), Bhatinda (% 0.15 crore), Building at Scope Complex, New Delhi ?ﬁ 07 crore) / f”, \ (

and Land /Building at Bhopal (30.38 crore) are pending execution. / ’
325.70 acres of land at Nangal (Z 0.01 crore) had been symbolically possessed by the Punjab Government on 29.10.1998 without determination of ‘,
consideration. Though the ownership of the entire land including 325.70 acres vests with the Company, however, the physical possession of 0 acres of

landis with its erstwhile owners. ? 3

Allocation of depreciation :

Charged to Profit & Loss Account
Transferred to Expenditure during construction (Schedule 1.6.1)

Total
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Capital Work -in-progress:

Buildings
Plant and Machinery
Capital Stores

Advances (Unsecured Considered good)
(including backed by bank guarantees ¥126.12 crore)

Expenditure during Construction period
pending allocation (Schedule 1.6.1)

Opening Balance

Expenditure during the year:
Employees' Remuneration & Benefits
Power & Fuel

Project Management fee

Other Expenses

,DeprecFAtlon

Interes aﬁd Finance charges

Les \L dated Damages
’

(% in Crore)

As at
31* March, 2010

0.47
20.48
1.71
0.44

6.10

29.20

(X in Crore)

As at
31 March, 2010

0.43

5.67

6.10

6.10
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per share/bond

®)

As at
31*March, 2010
Number Book value

(X in Crore)
A. LONG TERM
- UNQUOTED
Joint Venture Company:
Fully Paid up shares
- Urvarak Videsh Limited 10 150002 0.15
Co-operative Societies:
Fully Paid up shares
- NFL Employees' Consumer Co-operative Stores 10 1250 *
- NFL Employees' Consumer Co-operative Stores 50 100 *
- Bajaj Bhawan Premises Owners' Co-operative 50 10 .
Society Limited
0.15
Less: Provision for diminution in value of investments 0.15
B. CURRENT
- UNQUOTED
Investment in Government Securities:
7.95% Fertilizer Companies GOI Special Bonds, 2026 - 125000 125.00 4

Less: Provision for diminution in value of investments

* Being less than % 50,000/-, figures not given.
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(X in Crore)

As at
31° March, 2010

Raw Materials 127.63
Add : In-transit 13.53 141.16
Packing Materials 8.54
Add : In-transit 1.38
Less : Provision 0.04 9.88
Stores and Spares 144.67
Add : In-transit 8.62
Less : Provision 1.66 151.63
Semi-finished goods 13.48
Finished goods 22.05
Add : In-transit 8.92 44.45
347.12
(X in Crore)

As at
31* March, 2010

DEBTS OUTSTANDING FOR

OVER SIX MONTHS
FICC - Subsidy 12.73
Others 12.20 24.93.
OTHER DEBTS
: FICC - Subsidy 858.50
: Others 49.28 907.78
' ' 932.71
2; x‘?\Less: Provision for doubtful debts 12.16
AN\ ' P? 920.55
l’ Particulars
;, Uns cured - consiqered good (including debts 920.55
i !l g ' d\Bgnk Guarantees 33.23 crores,
n year: ¥1.03 crores)
| () : ;___odl&s’i&e d doubtful 12.16
Ny v 1l “ez7t




CASH IN HAND

CHEQUES IN HAND/REMITTANCES-IN-TRANSIT

WITH SCHEDULED BANKS
e Current Accounts
e Term Deposits

LOANS
Employees
Interest accrued thereon

ADVANCES RECOVERABLE IN CASH OR IN KIND OR
FOR VALUE TO BE RECEIVED

Contractors

Suppliers

Employees

Claims Recoverable

Balances with Customs and Excise Authorities

Tax Refunds

Tax (net of provision)

Security Deposits

Fixed Deposit as 'Case Property' (Refer note no. 4 of Schedule 3)
Others

Less : Provision for doubtful advances
Provision for doubtful advances appropriated from
Reserves and Surplus (Refer note no. 4 of Schedule 3)

Particulars of Loans & Advances
Secured - considered good
Unsecured - considered good
Unsecured - considered doubtful

Amount due from Directors
Maximum amount due at any time during the year from Directors

NATIONAL FERTILIZERS LIMITED

ﬁI
4
4
I

(X in Crore)

As at
31° March, 2010

0.10
7.60

4.83

678.28 683.11

690.81

(X in Crore)

As at
31° March, 2010

7.98

13.86 21.84




3 ,7th

Annual Report

2010-2011

i_
’/

Sundry Creditors
Micro, Small & Medium Enterprises

Others

Security Deposits

Advances from Customers

Unpaid dividend*

Interest accrued but not due on loans
Other Liabilities

(X in Crore)

As at
31% March, 2010

0.51

499.21 499.72

51.30
19.14
0.04
0.20
8.13

578.53

* Includes interest accruedX11,439 (Previous year : ¥24,380). During the year31,16,775 (Previous year:19,079)
was paid to the credit of Investor Education and Protection Fund (IEPF). No amount is due for payment to IEPF at the
yearend.

Sundry Creditors
Employee Defined Benefit Schemes

Proposed Dividend

\_ Dividend Distribution Tax

\ '-.\ocal A%Development Tax

)

(X in Crore)

As at
31% March, 2010

148.15
51.51
8.56

6.72

214.94



NATIONAL FERTILIZERS LIMITED

ﬁI
4
4
I

(X in Crore)

Year ended
31% March, 2010

Term Deposits (Gross) 8.06
(Tax deducted at source I 0.36 crore, Previous year: ¥ 1.29 crore)
Fertilizer Companies GOI Special Bonds 20.43
Loans to employees 1.03
Others (Gross) 1.09
(Tax deducted at source 30.04 crore,Previous year : ¥ 0.05 crore)

30.61

(X in Crore)

31 March, 2010

Rent (Gross) 10.93
(Tax deducted at source I 0.93 crore, Previous year: ¥ 1.45 crore)

Liabilities / Provisions no longer required written back 2.54
Exchange Rate Variation (Net) 1.72

Miscellaneous Income (Gross)
(Tax deducted at source ¥ 0.01 crore, Previous year: ¥ 0.09 crore)

Note:
Other Income not included above and charged to

Expenditure during Construction
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Opening stock
Finished Goods

Semi Finished Goods

Less:

Closing stock
Finished Goods

Semi Finished Goods

Increase ()/Decrease in stocks
Less: Excise Duty on Increase()/Decrease in stocks

Net Increase ()/Decrease in stocks

Raw Materials*
Packing Materials
Stores & Spares

* Itemwise Break-up of Raw Materials Consumed

Unit

Tonnes

Kilolitre

Tonnes
Million/Standard Cubic Metre

(X in Crore)

Year ended
31° March, 2010

104.38
15.78
120.16
30.97
13.48
44.45
75.71
75.71
(% in Crore)
Year ended

31" March, 2010

2611.72
80.11
31.39
2723.22
Year ended
31 March, 2010
Quantity Value
(% in Crore)
581994 1518.34
155256 387.44
1146 2.70
1063 703.06
0.18

2611.72
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(X in Crore)
31 March, 2010
Salaries, Wages & Bonus 238.66
Contribution to Provident Fund 23.93
Gratuity (7.50)
Welfare Expenses 94.43
349.52
Note:
Employees' Remuneration & Benefits not included above and 0.43
charged to Expenditure during Construction
(X in Crore)
31 March, 2010
Purchased power 102.89
Coal 496.33
Fuel olil 325.54
Natural Gas 126.40
Naphtha 6.36
Others 9.33
1066.85
Note:
Power and Fuel not included above and charged to -
Expenditure during Construction
(X in Crore)

31 Man‘\, 2010
Plant and Machinery
Buildings

Others
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(X in Crore)

Year ended
31% March, 2010

Rent 5.33
Rates and Taxes 2.75
Insurance 3.66
Auditors' Remuneration

Audit Fee 0.09

Tax Audit Fee 0.03

Certification and other fee 0.04

Out of pocket expenses 0.04 0.20
Cost Audit Fee 0.02
Security Expenses 23.58
Printing and Stationery 1.30
Advertisement, Publicity and Sales Promotion 2.89
Directors' Fees 0.03
Telephone and Postage 1.27
Travelling 16.24
Water Charges 8.09
Provision for :

Diminution in carrying cost of Investments 3.35

Doubtful debts (0.12)

Doubtful advances (0.06)

Stores and spares (0.06) 3.11
Loss on Sale of Investments -
Write offs:

Stores and spares 4.20

Others 0.42 4.62
Bank Charges 3.40
Legal Exbenses 1.12

\ Demurrage and Wharfage 6.55
’ Loss on&l/e of Fixed Assets (Net) 0.03
6.29
19.61
110.09

N Q .
Ses , tﬂ cIudéd above and charged to 5.67

during Construction




NATIONAL FERTILIZERS LIMITED

ﬁI
4
4
I

(X in Crore)

Year ended
31° March, 2010

Working Capital Loans 2.71
Short Term Loans 6.24
Others 2.01

10.96
Note:
Interest & Financing Charges not included above and charged to -
Expenditure during Construction

(X in Crore)

31st March, 2010

Interest Earned (0575
Materials Consumed

Other Expenses

(') indicates debit items
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11 Basis of Preparation of Financial Statements

The financial statements are prepared on accrual basis, as a going concern, under the historical cost
convention in accordance with the generally accepted accounting principles in India (GAAP) and the
provisions of the Companies Act, 1956.

1.2 Use of Estimates

The preparation of the financial statements in conformity with GAAP in India requires management to make
estimates and assumptions, wherever necessary, that affect the reported amount of assets and liabilities and
contingent liabilities as at the date of financial statements and the amounts of revenue and expenses during
the period. Actual results could differ from those estimates. Any revision to such estimates is recognized in
the period in which the results are known/materialized.

1.3 Fixed Assets

Fixed Assets are stated at cost of acquisition or construction (including expenses allocated wherever
applicable) less accumulated depreciation and impairment loss, if any.

Fixed Assets acquired out of capital grants are accounted for net of grants received.

Expenditure during construction attributable to the fixed assets incurred upto the date of commercial
production are capitalized.

1.4 Borrowing Costs

Borrowing costs directly attributable to the acquisition or construction of qualifying assets are capitalized. A
qualifying asset is one, which necessarily takes a substantial period of time to get ready for intended use.
Other borrowing costs are charged to revenue in the period in which these are incurred.

1.5 Depreciation/Amortization

Depreciation on fixed assets is provided at the rates specified under Schedule XIV of the Companies Act,
1956 on straight line method retaining residual value of five percent in respect of plant and machinery and
computer systems and rupee one in respect of capital spares and other fixed assets.

Leasehold land and buildings are amortized over the lease period. Buildings constructed over leasehold land
are depreciated at the rates specified under Schedule XIV of the Companies Act, 1956.

License and process know-how fee having future economic benefits is amortized on straight line method over
aperiod of ten years or licence period, whicheveris less.

Software which is not integral part of related hardware is treated as intangible asset and amortized on straight
line method over a period of five years or its license period, whichever is less.

1.6 Investments

Y 'bgng term investments are carried at cost, after providing for diminution in value if it is of a permanent nature.
. Currentinvestments are valued (individually) at lower of cost and quoted/fair value

1.7 § In‘gentories
N
w Materials, packing materials and stores & spares, are valued at lower of weighted average cost and net

" realizable value.
b

.
N 40 X
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In case of stores and spares not moved for more than two years and upto five years, provision is made at five
percent per annum (on straight line basis) and charged to revenue. In case of stores and spares not moved
for more than five years/identified as surplus or obsolete, value is taken as certified by Valuers and
diminution, if any is charged to revenue.

Finished and semi-finished goods are valued at lower of cost and net realizable value based on the applicable
Concession/Sale Price. The plant- wise finished stocks lying at warehouses are determined on first-in-first-out basis

1.8 Foreign Currency Transactions
Transactions in foreign currency are accounted at the exchange rate prevailing on the date of the transaction.

The value of assets and liabilities in foreign currency are translated at the exchange rate prevailing at the end
oftheyear.

Exchange Gain/Loss on conversion of foreign currency transactions is recognized as income/expense.
1.9 Employees Benefits
Payments to defined contribution schemes are charged as expense as they fall due.

Provision towards defined benefit schemes are made based on the actuarial valuation as at the end of the
year and charged to Profit & Loss Account along with actuarial gains/losses.

1.10 Adjustments pertaining to prior period and prepaid expenditure

Income/Expenditure pertaining to prior period and prepaid upto Rupee one lakh in each case is considered as
income/expenditure of the current year.

1.11 Revenue Recognition
Sales include excise duty wherever applicable and are net of rebates.

Price and Freight Subsidy is recognized based on notifications received from Fertilizer Industry Coordination
Committee (FICC) and taking into account the effect of guidelines, policies, instructions and clarifications
given by the Government.

Sale of scrap/ waste materials is recognized on disposal.
1.12 Claims

Pending settlement, claims on underwriters /railways /others as assessed by the Company are recognized at
the time of lodgement.

1.13 Leases

Lease arrangements, where the risks and rewards incidental to ownership of the asset substantially vest with
the lessor, are recognized as an operating lease. Lease payments/receipts under operating lease are
recognized as an expense/income in the Profit and Loss Account on a straight-line method over the lease period.

1.14 Deferred Tax .'.f ’

The deferred tax resulting from timing differences between book profit and taxable profit for tﬁ_e/féar is
accounted for applying the tax rates and laws that have been enacted or substantially enacte,d'ﬁs on the
Balance Sheet date. 7

Deferred tax assets are recognized to the extent there is a virtual certainty that the assets can be realized in future
and are reviewed for the appropriateness of their respective carrying values at each Balance Sheet date.

1 Y.
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2. CONTINGENT LIABILITIES

(¥ in crore)

Particulars

As at

31*March, 2011

As at

31st March, 2010

i) Claimsagainstthe Company not acknowledged as debts
(a) Pending Appellate/Judicial decisions:

* IncomeTax 201.31 123.33
e Purchase Tax 59.23 59.23
* Excise & Customs Duty 7.37 2.29
¢ Land Compensation/Development claims 13.69 13.33
e Arbitration and civil cases 29.23 25.05
(b) Otherclaims 1.18 1.17
(c) Claimsinrespectoflegal cases filed againstthe
company for labour and other matters, extent whereof
is not ascertainable.
TOTAL 312.01 224.40
i) Estimated amount of contracts remaining to be executed 3165.86 3515.56
on capital accounts and not provided for (net of advances).
The amount as at 31* March 2011 includes Project contracts
relating to changeover of feedstock from Fuel oil to natural
gas at Nangal, Panipat and Bathinda unit (32949.41 crore)
and energy saving & capacity enhancement at Vijaipur | &I
(3192.17 crore).
ii) Unutilized amount of Letter of Credit. 179.03 8.33

Capital work-in-progress includes amount of ¥485.68 crore incurred upto 31* March, 2011 relating to feedstock
conversion projects from fuel oil to natural gas at Panipat, Nangal and Bathinda units. In terms of Government
policy notified on 6" March, 2009, the Company is entitled to capital subsidy after successful commissioning of
the projects over a period of 5 years, which shall be appropriately accounted for in terms of the policy.

An advance of ¥130.69 crore (US$ 37.62 million) was given to a foreign supplier M/s. Karsan during the year
1995-96 against import of Urea, the supplies of which were not received and subsequently the contract was
terminated. Pending litigation, revenue reserves have been reduced to the extent of this advance during the
year 1996-97. The outstanding advance (net of recovery) of ¥129.64 crore is shown in the Accounts under
"Loans and Advances Recoverable" with corresponding adjustment in revenue reserve. Adjustment, if any,
shall be made on settlement of the litigation.

Further, fixed deposit of ¥1.32 crore (US$ 380,000) is maintained with a scheduled bank, as case property, in
tq{ms of the order dated 16.11.2000 of the Hon'ble Delhi High Court and shown in Schedule 1.11 Loans and

. Advances. As the matter is subjudice the exchange variation and interest accrued thereon is not being

ounted for in the books.

" Based on the information received by the Company from the suppliers, regarding their coverage under the

I\M:ro, Small and Medium Enterprises Development Act, 2006, the disclosure as required under the said Act

‘isasunder:
k|

B /2 I
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(X in crore)

S. No. Particulars As at As at
31" March,2011  31*March, 2010

1. The principal amount remaining unpaid to supplier 0.91 0.51
2. Theinterestdue thereon remaining unpaid = -

3.  Theamount of interest paid in terms of Section 16 of the Act,
along with the amount of the payment made to the supplier
beyond the appointed day. = -

4.  The amount of interest due and payable for the period of delay
in making payment (which have been paid but beyond the
appointed day during the year) but without adding the interest
specified under this Act. - -

5.  Theamount of interest accrued during the year and remaining - -
unpaid atthe end of the year

6. Theamountof furtherinterest remaining due and payable - -
eveninthe succeeding years, until such date when the
interestdues as above are actually paid to the small
enterprise, for the purpose of disallowance as a deductible
expenditure under section 23 of the Act.

6. Subsidy on Urea from Government of India includes ¥23.28 crore net debit (Previous year ¥42.05 crore net
credit) for the earlier years as notified during the year.

7. Debit/Credit balances of some of the parties are in the process of confirmation/ reconciliation.

8. Disclosures as per Accounting Standards:

8.1 AS-15 (Revised): Employee Benefits-:

8.1.1 General description of defined benefit schemes:

Gratuity Payable on separation @ 15 days pay for each completed year of
service subject to maximum of ¥ 10 lakh to eligible employees who
render continuous service of 5 years or more.

Leave Encashment Payable on separation to eligible employees who have
(Earned and Half Pay Leave) accumulated earned leave and half pay leave. During the service
period encashment of accumulated earned leave is allowed in a
financial year leaving minimum balance leave of 30 days.

Post Retirement Medical Benefits (PRMB) | Mediclaim Insurance Policy available to the retiring employee and
the spouse (for a cover of %2 lakhs per annum) after rendering 15
years of continuous service.

Post Retirement Settlement Benefits (PRSB)| Travelling and Baggage expenses payable to retiring employees for
settlement at theirhome town.

Long Service Award (LSA) Payable to employees on completion of specified years of sel;vice. ’
Legal heirs of deceased employees and disabled employees (separated) can opt for either of the following two schemes-
Social Security Benefits (SSB) Lump sum payment subject to a limit of 60 months salary orif’ lakhs

whichever is higher. V.

Employees' Family Economic Rehabilitation | Monthly payment alongwith medical and children ecﬂcatlon
Scheme (EFERS) benefits in lieu of prescribed deposit upto the date of notional
superannuation. y

4 T
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 of the year [7-8]

8.1.2 Otherdisclosures/reconciliation, in respect of defined benefit obligations are as under: -
(i) Reconciliation of present value of defined benefit obligations and plan assets:  in Crore)
Sl. Particulars EL
No. 10-11 09-10
1 Present value of projected benefit 54.23 53.05
obligations at beginning of the year
2 Service Cost 2.84 2.36
3 Past Service Cost - -
4 Interest Cost 4.26 2.79
5 Actuarial (Gains) / Losses 20.67 15.73
6 Benefits Paid (22.70) (19.70)
7 Present value of projected benefit 59.30 54.23
obligations at close of the year [1 to 6]
8 Fair Value of Plan assets at close - -
of the year [(8.1.2(ii)), SI. 7]
9 Net Liability recognized in Balance 59.30 54.23
Sheet at close of the year [7-8]
(X in Crore)
Sl. Particulars PRMBS
No. 10-11 09-10
1 Present value of projected benefit 44.69 30.70
obligations at beginning of the year
2 Service Cost 1.31 1.47
3 Past Service Cost 0.12 0.70
4 Interest Cost 3.65 2.14
5 Actuarial (Gains) / Losses 3.12 10.00
6 Benefits Paid (1.21) (0.32)
7 Present value of projected benefit 51.68 44.69
obligations at close of the year [1 to 6]
8 Fair Value of Plan assets at close - -
of the year [(8.1.2(ii)), SI. 7]
9 Net Liability recognized in Balance 51.68 44.69
Sheet at close of the year [7-8]
(X in Crore)
Sl. Particulars LSA
No. 10-11 09-10
1 Present value of projected benefit 0.78 0.58
‘gbligations at beginning of the year
2 rvice Cost 0.02 0.03
- 38 Past Service Cost - -
4 erest Cost 0.06 0.04
' Actuarial (Gains) / Losses - 0.23
nefits Paid (0.09) (0.10)
ent value of projected benefit 0.77 0.78
ations at close of the year [1 to 6]
8 Vafurg of Plan assets at close - -
_, e year [(8.1.2(ii)), SI. 7]
9 Net Liability recognized in Balance 0.77 0.78




Y

ii) Reconciliation of fair value of assets and obligations [Refer Note 1 & 2 below]: .
(X in Crore)
SI.  Particulars Gratuity
No. 09-10
1 Fair value of plan assets at beginning of the year 114.94
2 Acquisition adjustment -
3 Expected Return on plan assets 10.70
4 Actual Company’s contribution 50.00
5 Actuarial Gains/(Losses) -
6 Benefits Payments (9.00)
7 Fair value of plan assets at close of the year 166.64
8 Present value of defined benefit obligation 162.15
9 Net liability recognized in the Balance
Sheet at close of the year [8-7] (4.49)
iii) Expenses recognized in the statement of Profit & Loss Account : i
(X in Crore)
Sl. Particulars EL
No. 10-11 09-10
1 Service Cost 2.84 2.36
2 Past Service Cost - -
3 Interest Cost 4.26 2.79
4 Actuarial (Gains) / Losses 20.67 15.73
5 Expected return on Plan Assets - -
6 Total charged to P&L Account 27.77 20.88
(X in Crore)
Sl. Particulars PRMBS
No. 10-11 09-10
1 Service Cost 1.31 1.47
2 Past Service Cost 0.12 0.70
3 Interest Cost 3.65 2.14
4 Actuarial (Gains) / Losses 3.12 10.00
5 Expected return on Plan Assets - - d
6 Total charged to P&L Account 8.20 14.31 /
(?"r{ Crore)f; 4\ g
Sl. Particulars LSA y | ‘)
A -10 N\
No. 1011 Joe 10 / \
1 Service Cost 0.02 ﬁ@, \ ‘{'
2 Past Service Cost - A - v
3 Interest Cost "
4 Actuarial (Gains) / Losses . '
5 Expected return on Plan Assets ’
6 Total charged to P&L Account .
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(iv) Effect of one percentage point change in the assumed inflation rate in case of valuation of benefits
under Post Retirement Medical Benefit Scheme (PRMBS):
(X in Crore)
Sl. Particulars Increase in inflation rate Decrease in inflation rate
No. 10-11 09-10 10-11 09-10
1 Increase/(Decrease) on aggregate service and 0.90 0.04 (0.73) (0.03)
interest cost of post retirement medical benefits
2 Increase/(Decrease) in present value of closing
defined benefit obligations 8.27 7.28 (6.78) (5.96)
(v) Actuarialassumptions:
Sl. Particulars As at As at
No. 31°* March, 2011 31* March, 2011
1 Method used Projected Unit credit Projected Unit credit
2 Discount Rate (per annum) 8.10% 8.15%
3 Estimated rate of return on plan assets 9.50% 9.50%
4  Mortality Rate Indian assured lives mortality Indian assured lives mortality
(1994-96) modified ultimate (1994-96) modified ultimate
5 Withdrawal Rates (per annum) Executives and Non Executives Executives and Non Executives
upto 30 / 44 and above 44 years 8%12%/1%, depending upon age 3%/2%/1%, depending upon age
6 Medical Cost Trend Rates (per annum) 8.00% 8.00%
7 Salary escalation taking into account 5.50% 5.50%
inflation rate, seniority, promotion and
other relevant factors

Note:

1. The Company has funded the gratuity liability through a separate Gratuity Fund. The fair value of the plan
assets is mainly based on the information given by the Insurance Companies through whom the investment
have been made by the Fund.

2. The defined benefit obligation, other than gratuity are unfunded.

8.1.3 Other Employee Benefit Schemes:

) L
8.1.4 b\lident Fund: 12% of Basic Pay plus Dearness allowance contributed to the Provident Trust of the
"w..\Canpany. The Company does not anticipate any further obligation in the near foreseeable future having
' regard to the amount of the fund and return on investment as confirmed by the actuary.

Provision of ¥3.07 crore (Previous year ¥1.33 crore) towards Employees' Family Economic Rehabilitation
Scheme and Social Security Benefits scheme has been made on the basis of actuarial valuation and charged
to the Profit & Loss account. A net liability of ¥11.65 crore has been recognized in the Balance Sheet as at
3‘\? March 2011 on account of these schemes.

-
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8.2 AS-17: Segment Reporting-

8.2.1 Business Segments:

Company's primary business segments are "Urea' & "Other Products' (which include Industrial Products and
Bio Fertilizers, traded goods which have got similar risk and return profiles) and are reportable segments
under Accounting Standard-17 on “Segment Reporting' issued by the Institute of Chartered Accountants
of India.

8.2.2 Geographical Segment:

The operations of the company are conducted within India and there is no separate reportable geographical
segment.

8.2.3 Thedisclosure of segment-wise information is given at Annexure-|.

8.3 AS-18: Related Party Disclosures-

A) Nature of Relationship Name of the Related Party
Joint Venture Urvarak Videsh Limited
B) Nature of Relationship Name of the Related Party

Key ManagementPersonnel | (i) ShriSatish Chandra, Chaiman & Managing Director (C&MD),
w.e.f. 31" March 2011

(ii) Shri Deepak Singhal, Chairman& Managing Director (C&MD),
w.e.f. 25" February 2011 to 17" March 2011

(iii) ShriV.K.Sharma, Chairman & Managing Director (C&MD),
vacated office on 23" Feburuary, 2011

(iv) Ms. Neeru Abrol, Director (Finance)

(v) ShriRajesh Kumar Aggarwal, Director (Technical)
w.e.f. 2" June 2010

(vi) Capt. P.K.Kaul, Director (Marketing)
w.e.f. 7" February, 2011

C) Transactions with Related parties:

i) Thereis notransaction with related party at A) above exceptinvestment of 0.03 crore towards its paid-up
capital during the year (in respect of total investment of 0.18 crore as on 31* March, 2011 full provision
has been made in the Accounts).

ii) Remuneration to Key Management Personnel at B) above is %0.77 crore (Previous year %0.82 crore)
which does not include remuneration to Key Management Personnel at (i) and (ii) above who h‘ave been

given additional charge of the Company by Gol. ',- y
8.4 AS-19: Leases- Y /
Assets taken on Operating lease: . ’

77
The Company's significant leasing arrangements are in respect of operating leases of premises for offices,
godowns, residential use of employees and vehicles. These leasing arrangements are usually renewable on
mutually agreed terms but are not non-cancellable. ' y

v
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Schedule 2.5 - Employees remuneration and benefits include %0.26 crore (Previous year %0.61 crore)
towards lease payments, net of recoveries, in respect of premises for residential use of employees. Lease
payments in respect of premises for offices, godowns and vehicles, ¥3.62 crore (Previous year ¥3.88 crore)
are shown in Schedule 2.8 - Other expenses.

Assets given on Operating lease:

The Company has given office premises on operating lease. The details of such leased premises as required
by AS-19 are as follows:

% in Crore
(i) Original Cost 3.80
(i) Accumulated depreciation upto 31st March 2011 1.15
(iii) Net Written Down Value as at 31st March 2011 2.65
(iv) Depreciation recognized in Profit &Loss Account for the year ended 31st March 2011 0.07
(v) Impairment losses recognized in Profit & Loss Account forthe year ended 31st March 2011 -
(vi) Impairmentlosses reversed in Profit & Loss Account forthe yearended 31stMarch 2011 -

8.5 AS-22: Accounting for Taxes on Income-

8.5.1 In accordance with AS-22, the net deferred tax liability as on 31st March, 2011, has been accounted for as
detailed below:

(X in crore)
Particulars Asat31stMarch,2011 Asat31stMarch,2010

Deferred Tax Liability
Depreciation (139.76) (163.47)
Deferred Tax Assets

e Provisions 6.86 6.52

e Accrued expenses deductible on actual payments. 47.62 37.35
Deferred Tax Liability (Net) (85.28) (119.60)

8.5.2 Provision for taxation has been made keeping in view the provisions of the law and various judicial
pronouncements.

8.6 AS-27: Financial Reporting of Interests in Joint Ventures-

8.6.1  Thedisclosure of Company's interest in Joint Venture entity in terms of Accounting Standard-27 issued by the
Institute of Chartered Accountants of India is as under: -

v ‘l)' Name of the Joint Venture entity: 'Urvarak Videsh Limited'

'&Q)Y Co-Joint Venture companies: Krishak Bharti Co-operative Ltd. and Rashtriya Chemicals Ltd. as equal
partners.

_I‘\\iﬂ Company has an investment of 0.18 crore towards paid up equity capital representing one third share.

k| !

‘.
¥
N 45 N



Y

T Ehakd |
NATIONAL FERTILIZERS LIMITED

iv) The Company's share of ownership interest, assets, liabilities, income, expenses, contingent liabilities
and capital commitment in the Joint Venture Company, incorporated in India, are given below:

(X in lakhs)
Year | % of Company's Contingent Capital
ownership Liabilities | Commitments
interest
2010-11 33% - -
2009-10 33% - -

8.7 AS-28: Impairment of Assets-

In accordance with Accounting Standard (AS)-28, the carrying amount of fixed assets have been reviewed at
year-end for indication of impairment loss, if any, by considering assets of entire one plant as Cash
Generating Unit. Asthere is no indication ofimpairment, no loss has been recognized during the year.

9 As per requirements of the listing agreements with the stock exchanges, the requisite details of loans and
advances in the nature of loans given by the Company are as under:

i) Therearenoloans and advances in the nature of loans to any subsidiary.

i) No loans have been given (other than loans to employees), wherein there is no repayment schedule or
repayment is beyond seven years; and

iii) There are no loans and advances in the nature of loans to firms/companies in which Directors are
interested.
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10 (@) - Licenced Capacity, Installed Capacity and Production Quantity: Tonnes
Products Production
AMMONIA 1978779**
(1944112)

UREA 3379730
(3329927)

SULPHUR 8882
(7131)

METHANOL 516
(2669)

BIO-FERTILIZERS 231
(226)

ARGON GAS 653676
(in Normal Cubic Metre, NM®) (419413)

Notes:

*'Licenced capacity' not applicable in terms of Government of India Notification No.S.O. 477 (E) dated 25th July, 1991
** Ammonia is primarily consumed for production of Urea.

10 (b) Opening stock, Purchases, Sales and Closing Stock

Quantity: Tonnes
Value: T in Crore

Class of Goods Opening Stock Sales Closing Stock
Quantity | Value Quantity | Value|Quantity | Value
UREA 48525 28.45 3358887 5558.62 69222 64.05
(96361) (102.56) (8377500) (4837.97) (48525) (28.45)
SULPHUR 430 0.48 9285 7.69 27 0.03
(1024)  (0.28) (7725)  (3.32)  (430) (0.48)
METHANOL 616 1.87 44 0.12 - -
(704)  (1.45) (131)  (0.39)  (816) (1.87)
BIO- FERTILIZERS 59 0.16 219 0.87 71 0.18
(30)  (0.07) (196)  (0.74) (59) (0.16)
ARGON GAS (in NM) £ L 653676 2.07 - -
) (-) (419413) (1.33) ) (-)
INDUSTRIAL PRODUCTS-OTHERS 0.01 111.46 0.21
(0.02) (94.31) (0.01)

TRADED GOODS

SEEDS - - 5501 9.41 - -
(=) ) (3468) (6.47) ) )
- COMPOST - - 646 0.14 - -
A\RNA B () (630)  (0.14) ORENO
) Mlcorh_lzzs - - 104 0.73 - -
; ._ y ) () (99) (0.70) () ()
s Murl‘e of Potash (MOP) - - 49815 99.92 - -
WA\ ) (-) (61081) (146.91) ) (-)
' | 30.97 5791.03 64.47
! (104.38) (5092.28) (30.97)




Y
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(X in Crore)
11 Expenditure incurred in Foreign Currency on account of Previous Year
Consultancy & Professional charges 9.25
Others 0.23
Total 9.48
12 Value of Import*
(Calculated on CIF basis) 5.39
Capital Goods 10.08
Components & Spare Parts
Total 15.47

*excludes imports through canalising agency3¥87.94 crore (Previous year3133.12 crores)

Previous Year

Value Y%
(RinCrore)

13 Value of Raw Materials consumed

Indigenous 2611.72 100.00
14 Value of Stores & Spares consumed

Imported 6.79 15.17

Indigenous 37.97 84.83

Total 44.76 100.00
15 Remittance in foreign currencies for dividends:

The Company has not remitted any amount in foreign currencies on account of dividend during the year and
does not have information as to the extent to which remittances, if any, in foreign currencies on account of
dividends have been made by/on behalf of non-resident shareholders. The particulars of dividend for the year
2009-10 paid in current year on account of non-resident shareholders are as under:

Dividend (2009-10) Previous year

a) Number of non resident shareholders 90
b) Number of ordinary shares held by them 138387
¢) Amount of Dividend (R in lakh) 0.83
16 Remuneration to Directors
(X in Crore)
Previous year ’
Salaries 0.64 /4 i'
Company’s contribution to PF and other funds 0‘)6 / ‘,

Encashable Leave
Estimated value of perquisites

-313 h

Total é "

’
Note: The Chairman & Managing Director and Functional Directors have been aIIowed the u&e of ny S ‘

car for private purposes upto 1000 km per month and recoveries wherever reqwred are made per N
Government guidelines. \@'7 i

17 Figures in brackets pertain to previous year and have been re-arranged / regroupe I—J ¥

necessary. _;‘
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BALANCE SHEET ABSTRACT AND COMPANY'S GENERAL BUSINESS PROFILE

. REGISTRATION DETAILS

RegistrationNo. | L74899DL1974G0I007417 | State Code
Balance Sheet Date 31°"MARCH, 2011
Il. CAPITAL RAISED DURING THE YEAR (RinThousands)
Public Issue -NIL-
Rights Issue -NIL-
BonusIssue -NIL-
Private Placement -NIL-
lll. POSITION OF MOBILISATION AND DEPLOYMENT OF FUNDS (Rin Thousand)
Total Liabilities Total Assets
Sources of Funds
a) Paidup Capital 4905784
b) Reserves & Surplus 11815953
c) SecuredLoans 4938479
d) Unsecured Loans 1192162
e) Deferred Tax Liability (Net) 852791
TOTAL 23705169
Application of Funds
a) NetFixed Assets 12531677
b) Investments 18
c) NetCurrent Assets 11173474

d) Misc. Expenditure -
e) AccumulatedLosses -

TOTAL 23705169
IV PERFORMANCE OF COMPANY (T in Thousands)
a) Turnover* 58371458
b) Total Expenditure 56332248
c) Profitbefore Tax 2039210
d) Profit after Tax 1384966
e) Earningpersharein¥ 2.82
f) Dividend (Paidup Capital) (%) 8.50

*includes other Income
V GENERIC NAMES OF THREE PRINCIPAL PRODUCTS/SERVICES OF COMPANY

» a) ltem Code No.(ITC Code) 310210
b) P?éguct Description UREA
\ﬂ s For & on behalf of the Board of Directors
\
'-\__Tq( CHAND NEERU ABROL SATISH CHANDRA
COMPAl\'{Y SECRETARY DIRECTOR (FINANCE) CHAIRMAN & MANAGING DIRECTOR
y
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Annexture - |

SEGMENT RESULTS FOR THE YEAR ENDED 31* MARCH, 2011

T in crore

Year ended

31 March,2010

Segment Revenue (Net Sales)

Urea 4837.97
Other Products 258.50
Less:Inter Segment Revenue 419
Total Segment Revenue 5092.28
SEGMENT RESULTS

Urea 247.61
Other Products 24.53
Total Segment Results 272.14
Less: Unallocable Expenses (Net of Unallocable Income) 1.23
Less : Interest expenses 10.96
Profit Before Tax 259.95
Provision for Tax 88.44
Profit After Tax 171.51
Segment Assets

Urea 1953.35
Other Products 41.71
Unallocable 903.31
Segment Assets 2898.37
Segment Liabilities

Urea 705.70
Other Products 11.52
Unallocable 599.01
Segment Liabilities 1316.23
Capital Expenditure

Urea 24.80
Other Products 0.03 i
Unallocable 0.80

Capital Expenditure

Depreciation and Amortisation expenses

Urea

Other Products

Unallocable

Depreciation and Amortisation expenses

Non-cash expenses other than Depreciation and Amortisation
Urea

Other Products

Unallocable

Non-cash expenses other than Depreciation and Amortisation

2563 / (
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Auditors ' Report

Annexure-ll

To the Members of
National Fertilizers Limited

1. We have audited the attached Balance Sheet of National Fertilizers Limited as at 31® March, 2011, the Profit
& Loss Account and the Cash Flow Statement for the year ended on that date, annexed thereto. These
financial statements are the responsibility of the Company's management. Our responsibility is to express an
opinion on these financial statements based on our audit.

2. We conducted our audit in accordance with auditing standards generally accepted in India. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a 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 management, as well as evaluating the overall
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

3. As required by the Companies (Auditor's Report) Order, 2003, issued by the Central Government of India in
terms of Section 227 (4A) of the Companies Act, 1956, we enclose in the Annexure hereto a statement on the
matters specified in paragraph 4 and 5 of the said Order.

4. Furtherto our comments in the Annexure referred to in paragraph 3 above, we report that:

i) we have obtained all the information and explanations, which to the best of our knowledge and belief were
necessary for the purposes of our audit;

ii) in our opinion, proper books of account as required by law have been kept by the company so far as
appears from our examination of those books;

iii) the Balance Sheet, Profit & Loss Account and Cash Flow Statement dealt with by this report are in
agreement with the books of account;

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

v) in our opinion and to the best of our information and according to the explanations given to us, the said
accounts read together with the "Significant Accounting Policies and Notes on Accounts", give the
information as required by the Companies Act, 1956, in the manner so required and gives a true and fair
view in conformity with the accounting principles generally accepted in India:

a) incase of the Balance Sheet, of the state of affairs of the Company as at 31* March, 2011;
b) incase of the Profit & Loss Account, of the profit for the year ended on that date; and
c) incase ofthe Cash Flow Statement, of the cash flows for the year ended on that date.

For S.P.CHOPRA & CO., For DSP & ASSOCIATES

CHARTERED ACCOUNTANTS CHARTERED ACCOUNTANTS
: (ANKURGOYAL) (ATUL JAIN)

PARTNER PARTNER

(Membership no. 99143) (Membership no. 91431)

FIRM REGD. NO. 000346N FIRM REGD. NO.006791N

Place: New Delhi

Date: 30":May, 2011
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Anexture to the Auditors' Report
(Referred to in paragraph 3 of our report of even date)

(i) a) The Company has maintained proper records showing full particulars including quantitative details and
situation of fixed assets on the basis of the available information.

b) As explained to us, the Company has a regular programme of physical verification of its fixed assets by
which all fixed assets are verified in a phased manner, which in our opinion is reasonable, having regard
to the size of the Company and nature of its assets. We are informed that discrepancies noticed on
verification were not material and have been properly dealt with in the books of account.

c) Therewasnodisposal of a substantial part of fixed assets during the year.

(i) a) The physical verification of the inventory has been carried out by the management in accordance with the
perpetual inventory programme, at regular intervals during the year. In our opinion, the frequency of such
verification is reasonable having regard to the size of the Company and the nature of its business.

b) The procedures of physical verification of inventory followed by the management are reasonable and
adequate in relation to the size of the Company and the nature of its business.

c) The Company is maintaining proper records of inventory. The discrepancies noticed on verification
between the physical stocks and book records were not material and have been properly dealt with in the
books of account.

(iii) The Company has neither granted nor taken any loans, secured or unsecured, to/or from companies, firms or
other parties covered in the register maintained under Section 301 of the Companies Act, 1956. Therefore,
Clauses 4(iii)(b), (c), (d), (f) & (g) of the Companies (Auditor's Report) Order, 2003 are not applicable to the
Company.

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

(v) According to the information and explanations given to us, the Company has no contracts or arrangements
that need to be entered into the register maintained in pursuance of Section 301 of the Companies Act, 1956.
Therefore, Clause 4 (v) (b) of the Companies (Auditor's Report) Order 2003 is not applicable to the Company.

(vi) The Company has not accepted any deposit from the public within the meaning of Section 58A, 58AA or any
other relevant provisions of the Companies Act, 1956.

(vii) In our opinion, the Company's internal audit system is generally commensurate with the size and nature of its
business, which however further requires more indepth coverage.

(viii)  We have broadly reviewed the books of account maintained by the Company pursuant to the rules prescribed
by the Central Government for maintenance of cost records in respect of certain products under Section 209
(1) (d) of the Companies Act, 1956 and are of the opinion that prima facie the prescribed accounts and records
have been made and maintained. We have, however, not made a detailed examination of the records.

(ix) (a) According to information and explanations given to us and on the basis of our examination of the records
of the Company, the Company is generally regular in depositing, with the appropriate authorities,
undisputed statutory dues including Provident Fund, Investor Education and Protection Fund,
Employees' State Insurance, Income tax, Sales tax, Wealth tax, Service tax, Customs duty, Excise duty
and other statutory dues. According to the information and explanations given to us, no undisputed
amounts remains payable in respect of such statutory liabilities as at 31st March, 2011 for a perlod of
more than six months from the date they became payable.

There were no dues on account of cess under Section 441A of the Companies Act, 1956 sinc th/e date
from which the aforesaid section comes into force has not yet been notified by the Central Gove ment

(b) According to the information and explanations given to us, the particulars of the disputed d s as at
31.03.2011 which have not been deposited on account of matters pending in appeal before appropriate
authorities are as under: y
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Name of Statute Nature Amountinvolved Forum/Period where the
of Dues (Rin Lakhs) disputeis pending
Income Tax Act Income Tax 257.56 Supreme Court since 2009-10
5529.01 High Court since 2008-09 and 2009-10
1353.72 ITAT since 2008-09 and 2009-10
3103.13 CIT(A) since 2008-09 and 2009-10
Central Excise Act Excise Duty 104.24 CESTAT since 2008-09
200.00 Commissioner (Appeals) since 2009-10
Finance Act 1994 Service Tax | Service Tax 29.36 Addl. Commissioner, Central Excise
Indore since 2006-07
M.P. Commercial Tax Act Purchase Tax 130.07 Commercial Tax Appellate Board,
Bhopal since 2006-07
Haryana Local Area Entry Tax 671.94 Joint Excise Taxation Commissioner,
Development Tax Act Rohtak since 2004-05
TOTAL 11379.03

(x)

(xviii)

(xix)
(xx)
(xxi)

The Company has no accumulated losses as at the end of the financial year and has notincurred cash losses
during the financial year and the immediately preceding financial year.

In our opinion and according to the information and explanations given to us, the Company has not defaulted
in repayment of dues to any bank. There were no dues to financial institutions.

According to the information and explanations given to us, the Company has not granted any loans and
advances on the basis of security by way of pledge of shares, debentures and other securities.

The Company is not a chit fund or a nidhi/mutual benefit fund/society.
The Company is not dealing in ortrading in shares, securities, debentures and other investments.

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

As per the information and explanations given to us, the Company has taken certain short term loans during
the year which have been utilized for the purposes for which they were obtained.

According to the information and explanations given to us and on an overall examination of the Balance Sheet
and Cash Flow Statement of the Company, in our opinion, no fund raised on short term basis have been used
forlongterminvestment.

The Company has not made any preferential allotment of shares to any parties and companies covered in the
Register maintained under Section 301 of the Companies Act, 1956, during the year.

The Company does not have any outstanding bonds/ debentures at the end of the year.
The Company has not raised any money by way of public issue during the year.

According to the information and explanations given by the management, no fraud on or by the Company has
been noticed or reported during the year.

ForS.P.CHOPRA &CO., For DSP & ASSOCIATES
CHARTERED ACCOUNTANTS CHARTERED ACCOUNTANTS
. (ANKURGOYAL) (ATUL JAIN)
PARTNER PARTNER

(Membership no. 99143)
FIRM RE P4 NO. 000346N
&

(Membership no. 91431)
FIRM REGD. NO.006791N

Place: New Delhi
Date: 30" May, 2011

-
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COMMENTS OF THE COMPTROLLER AND AUDITOR GENERAL OF INDIA
UNDER SECTION 619(4) OF THE COMPANIES ACT, 1956 ON THE ACCOUNTS OF
NATIONAL FERTILIZERS LIMITED FOR THE YEAR ENDED 31* MARCH, 2011

The preparation of financial statements of National Fertilizers Limited for the year ended 31* March 2011 in
accordance with the financial reporting framework prescribed under the Companies Act, 1956 is the responsibility of
the management of the company. The statutory auditors appointed by the Comptroller and Auditor General of India
under section 619(2) of the Companies Act 1956 are responsible for expressing opinion on these financial statement
under section 227 of the Companies Act, 1956 based on the independent audit in accordance with the auditing and
assurance standards prescribed by their professional body, the Institute of Chartered Accountants of India. This is
stated to have been done by them vide their Audit Report dated 30.05.2011.

I, on the behalf of the Comptroller and Auditor General of India, have conducted a supplementary audit under
section 619(3) (b) of the Companies Act, 1956 of the financial statements of National Fertilizers Limited for the year
ended 2011. This supplementary audit has been carried out independently without access to the working papers of
the statutory auditors and is limited primarily to inquiries of the statutory auditors and company personnel and a
selective examination of some of the accounting records.

On the basis of my audit nothing significant has come to my knowledge which would give rise to any comment
upon or supplement to Statutory Auditors' report under section 619(4) of the Companies Act, 1956.

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

(John K. Sellate)
Pr. Director of Commercial Audit &
Ex-Officio Member, Audit Board-IV

Place : New Delhi
Date : 13.07.2011
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Annexure - IV

Corpomte Govermmce R€P07"t

1. Company's Philosophy on code of Governance:

Corporate governance is the set of principles, processes and systems to be followed by the Company for
enhancement of shareholders value, keeping in view the interests of other stake-holders. The integrity, transparency
and compliance with laws in all dealings with government, customers, suppliers, employees and other stake-holders
are the objectives of good Corporate Governance.

Overthe years, governance processes and systems have been strengthened at NFL. In addition to complying with the
statutory requirements, effective governance systems and practices towards improving transparency, disclosures,
internal controls and promotion of ethics have been emphasized.

Company believes that good governance is a continuing exercise and reiterates its commitment to pursue highest
standards in that regard. Company continuously reviews its policies and practices of Corporate Governance with a
clear goal not merely to comply with the statutory requirements in letter and spirit but also constantly endeavours to
implement the best practices of Corporate Governance.

Company's philosophy on Corporate Governance envisages attainment of the highest levels of transparency,
accountability and equity in all facets of its operations, and in all its interactions with its stakeholders. Company is
committed to achieve and maintain the highest standards in this regard.

Company is committed to the best governance practices that create long term sustainable shareholder value.
Governance framework is based on the following principles:-

. Constitution of a Board of Directors having expertise in different fields.
. Timely flow of information to the Board and its Committees.

. A sound system of risk management and internal controls.

. Timely disclosure of all material information to all stakeholders.

. Transparency and accountability.

] Compliance with all the applicable rules and regulations.

2, Board of Directors

2.1 Size of the Board

We are a Government Company within the meaning of Section 617 of the Companies Act, 1956 as the President of
India holds 97.64% of the Paid-up Share Capital. The strength of the Board shall not be less than 3 Directors or more
than 12 Directors. These Directors may be either Whole-time Functional Directors or Part-time Directors.

2.2 Composition of the Board

The Board of Directors as on 31 March 2011 comprises of four Directors out of which three are Whole Time
Functional Directors and one is the non Executive Director - Government of India nominee who is holding the
Additional Charge of Chairman and Managing Director of the Company. Brief profile of the Directors is set-out
elsewhere in the Annual Report. The Company was not having the whole time Chairman & Managing Director on
24.02.2011 and also from 18.03.2011 to 30.03.2011. Further, there was no independent directors in the board after
29.01.2011.

The Listing Agreement with Stock Exchanges stipulates that atleast half of the Board should comprise of independent
directors. during 4" May, 2010 to 26" May, 2010, Board's composition was in accordance with the Listing Agreement
and for tharest of the year, the number of Independent Directors were less than stipulated 50%, which is evident from

the detail given below.
1
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Period Composition of the Board
From to Total Independent Others
01.4.2010 03.05.2010 7 3 4
04.5.2010 26.05.2010 6 3 3
27.05.2010 01.06.2010 7 3 4
02.06.2010 29.01.2011 8 3 5
30.01.2011 06.02.2011 5 - 5
07.02.2011 23.02.2011 6 6
24.02.2011 17.03.2011 5 - 5
18.03.2011 31.03.2011 4 - 4

Company has been regularly taking up with the Government of India to initiate necessary steps for appointment of
adequate number of Independent Directors to ensure compliance with the Listing Agreement.

As required under Clause 49 of the Listing Agreement, none of the Directors is a member of more than ten committees
of the Board or Chairman of more than five committees in which he/she is a member.

During the year under review, Independent Directors did not have any other material or pecuniary relationship or
transactions with the Company, its promoters or management apart from receiving sitting fees, which may affect
independence of judgement of the Directors.

2.3 Age limit and tenure of Directors
The age limit of Chairman & Managing Director and other whole-time Functional Directors is sixty years.

The Chairman & Managing Director and other whole-time Functional Directors are appointed for a period of five years
from the date of taking charge or till the date of superannuation or till further instructions from the Government of India,
whichever event occurs earlier. Government nominee Directors representing the Department of Fertilizers,
Government of India, retire from the Board on ceasing to be officials of the Department of Fertilizers, Government
of India.

Independent Directors are appointed on the recommendations of the Government of India usually for a tenure of
three years.

24 Other details relating to the Board

Details regarding tenure, number of other Directorships/Committee Memberships (viz. Audit Committee and
Shareholders Grievance Committee as per SEBI's Corporate Governance Code) held by Directors during the year
2010-11 are tabulated below:-

S. | Director Category Tenure In other Boards/Committees
No. | (S/Shri) From To Directorship | Membership | Chairmanship
1. | V.K.Sharma, ED 27.08.2009 | 23.02.2011 1 - 2
Chairman & Managing Director
2. Ms. Neeru Abrol, ED 01.10.2007 | Continuing 1 - V y
Director (Finance) 2 4
3. Rajesh Kumar Aggarwal, ED 02.06.2010 | Continuing - . ’-(
Director (Technical) ‘Y
4. | Capt. Pavan Kumar Kaul, ED 07.02.2011 | Continuing = 3 r
Director (Marketing) 4

- @t»
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S. | Director (S/Shri) Category Tenure In other Boards/Committees
No. From To Directorship | Membership | Chairmanship
5. | Satish Chandra NED- Govt. 27.10.2008 | Continuing 2 - -
Nominee
6. | N.K.Goyal NEID 30.01.2008 | 29.01.2011 3 - -
7. | Dr.S.K.Bhattacharyya | NEID 30.01.2008 | 29.01.2011 2 - -
8. | S.A.T.Rizvi NEID 30.01.2008 | 29.01.2011 - - -
9. | Deepak Singhal NED-Govt. 27.05.2010 | 17.3.2011 5 - -
Nominee
10. | SudhirBhargava NED-Govt. 16.03.2009 | 03.05.2010 3
Nominee

ED - Executive Director, NED - Non-Executive Director, NEID - Non-Executive Independent Director

Notes:

1. ShriV.K. Sharma vacated office as Directorand CMD on 23.2.2011.

2. Shri Deepak Singhal held the additional charge as Chairman & Managing Director
from 25.2.2011 to 17.3.2011.

3. Shri Satish Chandra is holding the additional charge as Chairman & Managing Director
w.e.f. 31.83.2011.

4. One Independent Director has been appointed on 6.5.2011

5 Directors' Profile is given separately.

25 Responsibilities
Board provides and evaluates the strategic direction of the Company. It has a formal schedule of subjects reserved for

its consideration and decision, including review of corporate performance, financial resources, strategy formulation,
policy and control, corporate planning, organizational structure and reporting to the shareholders.

2.6 Independent Directors

The Independent Directors play a vital role in the deliberations at the Board meetings and help with their wide-ranging
experience in the fields of finance, audit, marketing, engineering, human resource development and public
administration.

2.7 Board Meetings, Agenda & Minutes

The Company holds at least four Board meetings in ayear, one in each quarter to review the financial results and other
items of importance and the gap between the two meetings does not exceed three calendar months. Apart from the
four scheduled Board meetings, additional Board meetings are also convened to address the specific requirements.

All the departments in the Company communicate to the Company Secretary well in advance with regard to matters
requiring approval of the Board. Agenda are generally circulated to the Board Members well in advance before the
meeting. All material information is incorporated in the Agenda to facilitate meaningful and focused discussions at
the meeting.

The Company Secretary while preparing the agenda and minutes of the Board meeting is required to ensure
adherence to the provisions of the Companies Act, 1956 and other applicable laws. The Board also takes note of the
minutes of the meetings of the various committees of the Board duly approved by their respective Chairman.

y
2.8 "Meetings held

During the year, 9 meetings of the Board were held on: 27" April, 27" May, 29" July, 9" September, 25" October,
29" Oc_fo!ir, 16" December, 2010, 27" January, 2011 and 25" March, 2011. The Annual General Meeting was held on
9" September 2010. Details of attendance at the Board Meetings and Annual General Meeting are as follows:-

-
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DIRECTORS Category Board Meetings during Attendance at
(S/Shri) respective tenure of Directors last Annual General
Held Attended | Meeting
V.K.Sharma ED 08 08 Present
Ms. Neeru Abrol ED 09 09 Present
Rajesh Aggarwal ED 07 06 Present
Capt. Pavan Kumar Kaul | ED 01 01 No
Satish Chandra NED-Govt. Nominee 09 07 No
Sudhir Bhargava NED-Govt. Nominee 01 01 No
Deepak Singhal NED-Govt. Nominee 07 03 No
N. K. Goyal NEID 08 07 Present
Dr.S. K. Bhattacharyya NEID 08 06 Present
S.A.T. Rizvi NEID 08 03 No
ED - Executive Director, NED - Non-Executive Director, NEID - Non-Executive Independent Director
Notes:
1. Shri V.K.Sharma vacated office as Director and CMD on 23.02.2011
2. Shri Rajesh Aggarwal joined on 02.06.2010
3. Capt. Pavan Kumar Kaul joined on 07.02.2011.
4. Shri Sudhir Bhargava vacated office as Director on 03.05.2010
5. Shri Deepak Singhal was a Directorfrom 27.5.2010t0 17.3.2011.

6. S/ShriN.K.Goyal, S.A.T.Rizvi & Dr. S.K. Bhattacharyya vacated office as Directoron 29.01.2011.

Dr. S.K. Bhattacharyya, Independent Director, who was also a Member of the Audit Committee, represented the
Chairman of the Audit Committee at the last Annual General Meeting held on 9" September, 2010.

2.9 Information placed before the Board of Directors, inter-alia includes

The Board has complete access to any information within the Company. The information regularly provided to the