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The increase in personnel cost and other expenses are normal 
commensurate with increase in activity level and are reflective 
of annual salary increase while higher selling expenses is 
attributable to increase in exports. 

The increase is depreciation is as a result of change in method of 
depreciation as prescribed in Schedule II of the Companies Act, 
2013 and consequently, the depreciation charge for the year is 
higher by ` 13.7 million. 

Exceptional Item
Exceptional item amounting to ` 27.9 million represents the 
liability of the Company in an old excise matter which was 
decided against the Company.

Balance sheet 
Share Capital 
The equity share capital of the Company has increased by  
` 0.0276 million during the year pursuant to exercise of 
employee stock option. 

Reserves and Surplus
The reserve & Surplus has increased by 36.7% to 
` 2026.1 million as on 31.3.15 due to plough back of profits 
after payment of dividend of ` 334.8 million (including tax) and 
appropriation of CSr expenses of ` 22.4 million. 

Loans
The position of loans, compared with previous year, is shown 
below:

(` in Million)

Description 31st March, 2015 31st March, 2014

Term loans nil nil

Cash Credit 6.6 69.2

vehicle loans 8.4 8.6

Total 15.0 77.8

Break-up

  - long term borrowings 5.1 5.2

  - Short borrowings 6.6 69.2

  - other current liabilities 3.3 3.4

The Company remained almost debt free throughout the year 
barring some intermittent utilisation of Cash Credit facilities. It 
has resulted in nominal interest cost during the year.

Investments
The increase in investments by ` 4.7 million is due to contribution 
towards equity share capital of a wholly owned subsidiary set 
up in United Kingdom during the year to internationalise the 
business and expand the global market reach.

Trade Receivables 
The Trade receivables as on 31.3.15 were higher at 
` 1533 million as compared to ` 1057 million as on 31.3.14. 
The increase is owing to higher exports ` 530 million during 
last quarter of the year and the underlying lCs were under 
negotiation at the end of the year.

Fixed Assets
During the year, the company has acquired an industrial land from 
Karnataka Industrial Areas Development Board near Bengaluru for 
expansion and capitalised it at ` 388.6 million upon entering into 
lease agreement and obtaining possession. In the previous year, 
amount of ` 372.3 million paid as advance was shown under long 
Term loans and Advances.

Risk Management and Mitigation
The Company has a Board approved risk Management policy 
and has a robust risk management framework. According to 
the risk management framework, all possible risks, which the 
organisation is faced with, have been identified and categorised 
based on severity of the risks. Apart from prescribing a risk 
owner for each risk, clear mitigation measures have been 
specified to manage the risk. A structured risk management 
system helps in the formulation of effective mitigation measures 
to minimise the impact of risks and to define risk limits. 

The Company’s business relates to manufacture and sale of 
steam turbines which fall under capital goods industry and is 
closely linked with the economic activities in the country as 
well as the sectors wherein the Company’s products are used. 
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As a result of the strategic move to diversify the geographical 
market of its products, the Company has been able to lower 
its dependence on the domestic market and accordingly, 
percentage exports in turnover during the year has gone up 
from 30% in the previous year to 42%.  

Some of the major risks being faced by the Company are 
described here below: 

1.   Slow down in economy and over dependence on any market
  A slowdown in economy directly impacts the demand of 

capital goods, including the products of the Company. 
Further, over dependence on any market/s may adversely 
affect the performance of the Company if the concerned 
market gets sluggish due to internal factors.

  In the last 3 years, due to the slow-down in the economic 
activities, the domestic market has declined/remained 
stagnant which had considerable effect on the demand of the 
Company’s products. However, in order to reduce the over 
dependence on the domestic market, the Company started 
focusing on marketing its products in the global market and 
in the FY 15, the contribution of exports to the total turnover 
was 42%. The Company is in the process of further extending 
its footprints in the global market to lessen the risk of over 
dependence on certain countries/regions. The Company has 
also set up international structures to be in the proximity of 
customers so that it acquires in-depth knowledge of market 
trends and is able to capture all opportunities.

2. Service to the customers
  It is important to provide support to the customers to keep 

the products trouble free and to attend to break-downs in 
the most efficient manner. without such service support, the 
Company may not be able to win the confidence and secure 
orders from customers.

  like in the domestic market, the Company is replicating 
its service model, offering its service for preventative 
maintenance of its products and strengthening its service 
capabilities to attend to urgent situations in a timely manner 
internationally. The foreign subsidiaries recently set up by the 
Company will help in achieving such objectives apart from 
securing more aftermarket service orders. In due course, the 
Company may also own, directly or indirectly through joint 
ventures, service workshops in the regions of high customer 
density to provide services to customers.

3. Technology risk
  The Company operates in the engineered-to-order capital 

goods industry where product efficiency, critical product 
features and overall life cycle costs play an important role.

  The Company vigilantly studies, analyses and forecasts 
market trends and customer preferences and accordingly 
develop its r&D programmes. The Company has a 
vibrant r&D department which undertakes new product 
development and improvements within the shortest possible 
time and at optimal costs. The Company has well structured 
systems to validate its technology prior to commercial use. 
The Company imparts technical training at its in-house 
learning centre for all levels of engineers to expose them to 
latest technology.

4. Competition Risk
  The Company faces competition from steam turbine 

manufacturers of international repute in the domestic and 
international markets. This may compel the Company to 
quote aggressively and impact its margins.  

  with a view to mitigate this risk, the Company provides 
value proposition to customer with products which meet the 
benchmark efficiencies at a competitive price and shorter 
delivery time, without compromising on margins.

5. Risk arising from internationalisation of its products
  In view of export of product to several countries in various 

continents, there is a risk of various types of claims from 
customers towards under performance of product and 
third party claims if the laws of that country are not fully 
conformed to.  

  The Company has strict quality control procedures which 
ensure that all the products supplied to the customers must 
meet the contractual parameters. It is ensured that the 
contracts with customers clearly specify the obligations of 
the Company. In addition, the Company takes appropriate 
insurance policies to cover all such risks.


