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In today’s hyper expanding business environment,
there is a heightened need to ensure that
organization has the right mix of products,
operations, technologies and services to balance
risk and capitalize on growth opportunities, all while
responding to evolving customer demand. Kansai
Nerolac Paints Limited (KNPL) has been strategically
investing in a number of ideas and initiatives which
will help in offering long term sustained value to its
valued stakeholders.

Digitalization has strongly emerged as a tool to
achieve desired business results with the ability
to drive organization-wide process optimization
and change. KNPL has believed and invested in the
power of digitalization to not only drive massive
improvements in internal operations but also to
bring untapped sources of value to the customers.
In this respect to boost KNPL's digital quotient, the
Company has forayed into the space of Machine
Learning (ML) with the adoption of next generation
technology SAP Leonardo.

Embracing the need to make the growth momentum
sustainable, KNPL has invested in setting up
3 green-field state-of-the-art Plants. The plants are
strategically located in different geographical zones
so as to cater to different growing markets. The first
of these 3 plants has commenced trial production
this year.

KNPL has always believed in the power of Technology
as a key driving force for innovation in businesses.
Many breakthrough concepts and development
in businesses have been primarily driven by the
development of new generation technology.
The Company has laid the foundation for new
manufacturing technologies which has provided a
new dimension in the production value chain.

The experience garnered by KNPL over the years
has made it evident that success depends on
innovation so as to create differentiated value to
our valued customers. Innovation is what KNPL
is passionate about and so the Company is in the
process of kick starting operations at the cutting-
edge global Research & Development center in

Navi Mumbai.

Aiming to leverage KNPL's core competencies, the
Company has forayed into allied business segments
like Construction Chemicals, Coil Coatings, Rebar
Coatings, Adhesives and Floor Coatings. KNPL
plans to establish product platforms aligned to the
capabilities that the Company has developed over
the last many years.

With emphasis on moving towards new frontiers
and creating new possibilities all while leveraging
its existing capabilities, KNPL is poised to take
advantage of the opportunities that arise in the
years ahead.



Annual Report
2018 ______

DIRECTORS

P. P. SHAH (Chairman)

H. M. BHARUKA (Vice Chairman and Managing Director)

N. N. TATA

P. D. CHAUDHARI (Whole-time Director — upto March 31, 2018)
M. TANAKA

H. FURUKAWA

MRS. B. SOMAYA

K. KATO

A. JAIN (Whole-time Director - from April 1, 2018)

COMPANY SECRETARY
G. T. GOVINDARAJAN

BANKERS

* UNION BANK OF INDIA

* STANDARD CHARTERED BANK
¢ HDFC BANK LTD.

* BNP PARIBAS

AUDITORS
BSR & CO. LLP, MUMBAI

SOLICITORS
KANGA & CO., MUMBAI

REGISTERED OFFICE

NEROLAC HOUSE, GANPATRAO KADAM MARG,

LOWER PAREL, MUMBAI-400 013

Tel: +91-22-24934001

Fax: +91-22-24973704

Website: www.nerolac.com

Investors Relations e-mail ID: investor@nerolac.com
Corporate Identity Number (CIN): L24202MH1920PLC000825



X KANSA|
NEROLAC

PAINTS LIMITED

CONTENTS

Notice

Board’s Report including
Management Discussion and Analysis

Report on Corporate Governance
Business Responsibility Report
Product Range

Company's Manufacturing Facilities
and Depots

Product of the Year 2018
Sustainability Report

Auditors’ Report on
Standalone Financial Statements

Standalone Balance Sheet
Standalone Statement of Profit and Loss

Standalone Statement of
Changes in Equity

Standalone Statement of Cash Flows

Notes to the Standalone
Financial Statements

Salient Features of the Subsidiaries
in Form AOC-1

Auditors’ Report on
Consolidated Financial Statements

Consolidated Balance Sheet

Consolidated Statement of
Profit and Loss

Consolidated Statement of
Changes in Equity

Consolidated Statement of Cash Flows

Notes to the Consolidated Financial
Statements

Summarised Statement of
Profit and Loss of 15 Years

3-11

12-60
61-76
77-88
89-90

91
92
93-108

109-115
116
117

118
119-120

121-155

156

157-161
162

163

164
165-166

167-201

202



Annual Report
2018 ______

X KANSAI
NEROLAC

PAINTS LIMITED

Registered Office : ‘Nerolac House’, Ganpatrao Kadam Marg, Lower Parel, Mumbai 400013.
Tel: +91-22-24934001 o Fax: +91-22-24973704 ¢ Website: www.nerolac.com
Investors Relations e-mail Id: investor@nerolac.com e Corporate Identity Number (CIN): L24202MH1920PLC000825

NOTICE

Notice is hereby given that the Ninety-Eighth Annual
General Meeting of KANSAI NEROLAC PAINTS LIMITED will
be held at M. C. Ghia Hall, Bhogilal Hargovindas Building,
4th Floor, 18/20, Kaikhushru Dubash Marg, Behind Prince
of Wales Museum, Kala Ghoda, Mumbai 400 001 on
Thursday, 21st June, 2018 at 11.00 a.m. to transact the
following business:

ORDINARY BUSINESS:

1.

To receive, consider and adopt the Financial
Statements of the Company for the year ended
31st March, 2018 including audited Balance Sheet as
at 31st March, 2018 and Statement of Profit and Loss
for the year ended on that date and the Reports of
the Directors and the Auditors thereon.

To declare a normal dividend of ¥ 2.60 (260%) per
Equity Share of the nominal value of ¥ 1 each for the
year ended 31st March, 2018.

To appoint a Director in place of Mr. Masaru Tanaka
(holding DIN 06566867), who retires by rotation and
being eligible, offers himself for re-appointment.

To appoint a Director in place of Mr. Hidenori Furukawa
(holding DIN 06924589), who retires by rotation and
being eligible, offers himself for re-appointment.

To appoint a Director in place of Mr. Katsuhiko Kato
(holding DIN 07556964), who retires by rotation and
being eligible, offers himself for re-appointment.

To consider and if thought fit, to pass with or without
modification(s), the following Resolution as an Ordinary
Resolution:

“RESOLVED that pursuant to the provisions of
Sections 139, 141 and 142 and other applicable
provisions, if any, of the Companies Act, 2013, read
with the Companies (Audit and Auditors) Rules,
2014 (including any statutory amendment(s) or

re-enactment(s) thereof, for the time being
in force), B S R & Co. LLP, Chartered Accountants
(Registration No. 101248W/W-100022), be and are
hereby re-appointed as Auditors of the Company, to
hold office from the conclusion of this meeting until
the conclusion of the next Annual General Meeting of
the Company and that their remuneration be fixed by
the Audit Committee in addition to the reimbursement
of service tax and actual out of pocket expenses
incurred in connection with the audit of accounts
of the Company for the financial year ending
31st March, 2019.”

7. To consider and if thought fit, to pass with or without
modification(s), the following Resolution as an Ordinary
Resolution:

“RESOLVED that in accordance with the provisions of
Section 148 of the Companies Act, 2013, read with
Companies (Audit and Auditors) Rules, 2014 and the
Companies (Cost Records and Audit) Amendment
Rules, 2016, the remuneration of the Cost Auditor,
D. C. Dave & Co., Cost Accountants, for the year
ending 31st March, 2019, as recommended by the
Audit Committee and approved by the Board of
Directors be and is hereby ratified.”

SPECIAL BUSINESS:

8. To consider and, if thought fit, to pass with or without
modification(s), the following Resolution as an Ordinary
Resolution:

“RESOLVED that pursuant to the provisions of
Sections 160, 161 and other applicable provisions,
if any, of the Companies Act, 2013, Mr. Anuj Jain
(holding DIN 08091524), whose term of office expires
at this Annual General Meeting be and is hereby
appointed as a Director of the Company.”

o
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“RESOLVED FURTHER that pursuant to the provisions
of Sections 196, 197, 198 and other applicable
provisions, if any, of the Companies Act, 2013, read with
Schedule Vto the said Act, the consent of the Company
be and is hereby accorded to the appointment of
Mr. Anuj Jain as a Whole-time Director of the Company
for a period of five years commencing from 1st April,
2018 to 31st March, 2023 (both days inclusive) on the
remuneration and perquisites as set out in the draft
Agreement to be entered into between the Company
and Mr. Jain placed before this meeting and initialled
by the Chairman for the purpose of identification.

RESOLVED FURTHER that the Directors of the Company
be and are hereby authorised to enter into an
Agreement on behalf of the Company with Mr. Jain,
in terms of the aforesaid draft Agreement.”

For and on behalf of the Board

P. P. Shah
Chairman

Mumbai, 2nd May, 2018.

NOTES:

1.

A MEMBER ENTITLED TO ATTEND AND VOTE AT THE
MEETING IS ENTITLED TO APPOINT ONE OR MORE
PROXIES TO ATTEND AND VOTE INSTEAD OF HIMSELF/
HERSELF AND SUCH A PROXY NEED NOT BE A MEMBER.
A person can act as proxy on behalf of members not
exceeding fifty (50) and holding in the aggregate not
more than ten percent of the total share capital of the
Company carrying voting rights. A member holding
more than ten (10) percent of the total share capital
of the Company carrying voting rights may appoint a
single person as proxy and such person shall not act
as proxy for any other person or shareholder.

The instrument of Proxy in order to be effective should
be duly completed and deposited at the registered
office of the Company, not less than 48 hours before
the commencement of the Meeting.

Corporate Members intending to send their authorized
representatives to attend the meeting pursuant to
Section 113 of the Companies Act, 2013 are requested
tfo send to the Company a certified copy of the
relevant Board resolution together with the specimen
signatures of their authorized representatives to attend
and vote on their behalf at the meeting.

<

The Explanatory statement pursuant to Section 102
of the Companies Act, 2013 relating to Item Nos. 6,
7 and 8 of the Notice of the Annual General Meeting
(AGM) is annexed hereto.

The Board of Directors has recommended for
consideration of the Members a dividend of ¥ 2.60
(260%) per Equity share of the nominal value of ¥ 1
each for the year ended 31st March, 2018.

The Register of Members and Share Transfer books
of the Company wil remain closed from Friday
15th June, 2018 to Thursday 21st June, 2018 (both
days inclusive), for the purpose of Annual General
Meeting and Dividend. Dividend, if declared, will be
payable on or after 26th June, 2018 to those members
whose names are registered as such in the Register of
Members of the Company as on 14th June, 2018 and
to the Beneficiary holders as per the beneficiary list as
on 14th June, 2018 provided by the NSDL and CDSL.

In accordance with Rule 20 of the Companies
(Management and Administration) Amendment Rules,
2015, the Company has fixed 14th June, 2018 as the
“cut-off date” to determine the eligibility to vote by
electronic means or in the general meeting. A person
whose name is recorded in the register of members
or in the register of beneficial owners maintained by
the depositories as on the cut-off date, i.e. 14th June,
2018, shall be entitled to avail the facility of remote
e-voting or voting in the general meeting.

Shareholders may be aware that the Companies
Act, 2013, permits service of the Notice of the Annual
General Meeting through electronic mode. Electronic
copy of the Annual Report including Notice of the
98th Annual General Meeting of the Company
inter aliaindicating the process and manner of e-voting
along with Admission Slip and Proxy Form is being sent
to all the members whose email IDs are registered
with the Company/Depository Participant(s) for
communication purposes. However, those members
who desire to have a physical copy may request for
the same to the Registrar & Transfer Agent (RTA), TSR
Darashaw Ltd. For members who have not registered
their emaiil IDs, physical copies of the Annual Report
are being sent in the permitted mode.

The Securities and Exchange Board of India (SEBI)
has mandated the submission of Permanent

Account Number (PAN) by every participant



10.

in securities market. Members holding shares in
electronic form are, therefore, requested to submit
their PAN to the Depository Participants with whom
they maintain their demat accounts. Members holding
shares in physical form should submit their PAN to
TSR Darashaw Ltd.

The shareholders who are holding shares in demat
form and have not yet registered their e-mail IDs with
their Depository Participant are requested to register
their e-mail address at the earliest, to enable the
Company to use the same for serving documents
to them electronically, hereinafter. Shareholders
holding shares in physical form may kindly provide
their e-mail address to the RTA by sending an e-maiil
at csg-unit@tsrdarashaw.com. The Annual Report of
the Company would also be made available on the
Company’s website www.nerolac.com.

Voting through Electronic means

In compliance with Section 108 and other applicable
provisions of the Companies Act, 2013, if any, read
with Rule 20 of the Companies (Management
and Administration) Amendment Rules, 2015, and
Regulation 44 of the SEBI (Listing Obligations and
Disclosure Requirements) Regulations, 2015, the
Company is pleased to provide its Shareholders with
the facility of “remote e-voting” (e-voting from a place
other than venue of the AGM), to enable them to cast
their votes at the 98th Annual General Meeting (AGM)
and the business at the 98th AGM may be transacted
through such voting. The Company has entered into
an agreement with Central Depository Services (India)
Ltd. (CDSL) for facilitating e-voting to enable all its
Shareholders to cast their vote electronically.

The facility for voting, either through electronic voting
system or ballot/polling paper shall also be made
available at the venue of the AGM, apart from the
remote e-voting facility provided prior to the date
of AGM. The members attending the meeting, who
have not already cast their vote through remote
e-voting shall be able to exercise their voting rights
at the meeting. The members who have already cast
their vote by remote e-voting prior to the meeting
may also attend the meeting but shall not be entitled
to cast their vote again at the AGM. The Company
has appointed Mr. H. R. Thakur, Practising Company

Secretary, as the Scrutiniser for conducting the
remote e-voting and the voting process at the AGM
in a fair and transparent manner. The Scrutiniser
shall make a consolidated Scrutiniser’s report of the
total votes cast in favour or against, if any, during the
remote e-voting and voting at the AGM, not later
than three days of conclusion of the meeting, to the
Chairman or a person, authorised by him in writing.
The Chairman or a person, authorised by him in
writing, shall declare the results of the AGM forthwith.
The results declared along with the Scrutiniser’s report
shall be placed on the Company’s website and on
the website of CDSL and shall be communicated to
the Stock Exchanges.

Members holding shares in physical form or in demat
form as on 14th June, 2018, the cut-off date shall only
be eligible for e-voting.

The instructions for voting electronically are as under:

(i) The voting period begins on Sunday, 17th June,
2018 at 9.00 a.m. and ends on Wednesday,
20th June, 2018 at 5.00 p.m. During this period, the
eligible shareholders of the Company, holding
shares either in physical form or in dematerialized
form, may cast their vote electronically.
The e-voting module shall be disabled by CDSL
for voting thereafter.

(i)  The shareholders should log on to the e-voting
website www.evotingindia.com.

(i)  Click on Shareholders/Members
(iv) Now Enter your User ID
a. For CDSL: 16 digits beneficiary ID,

b. For NSDL: 8 Character DP ID followed by
8 Digits Client ID,

c. Members holding shares in Physical Form
should enter Folio Number registered with the
Company.

(v) Next enter the Image Verification as displayed
and Click on Login.

(vi) If you are holding shares in demat form and had
logged on to www.evotingindia.com and voted
on an earlier voting of any company, then your

5 J

existing password is to be used.
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If you are a first fime user follow the steps given
below:

For Members holding shares in Demat Form and
Physical Form

PAN* Enter your 10 digit alpha-numeric *PAN
issued by Income Tax Department
(Applicable for both demat
shareholders as well as physical

shareholders)

* Members who have not updated
their PAN with the Company/
Depository Participant are
requested to use the first two letters
of their name and the last 8 digits of
the demat account/folio number in
the PAN field.

¢ In case the folio number is less
than 8 digits enter the applicable
number of 0’s before the number
after the first two characters of the
name in CAPITAL letters. Eg. If your
name is Ramesh Kumar with folio
number 100 then enter RA00000100
in the PAN field.

Dividend Enter the Dividend Bank Details or
Bank Details | Date of Birth (in dd/mm/yyyy format)
OR as recorded in your demat account
Date of Birth | or in the Company records in order to
(DOB) login.

* If both the details are not recorded
with the depository or company
please enter the number of shares
held by you as on the cut off date
in the Dividend Bank details field.

(viii) After entering these details appropriately, click

()

)

on “SUBMIT” tab.

Members holding shares in physical form will then
directly reach the Company selection screen.
However, members holding shares in demat
form will now reach ‘Password Creation’ menu
wherein they are required to mandatorily enter
their login password in the new password field.
Kindly note that this password is to be also used
by the demat holders for voting for resolutions
of any other company on which they are
eligible to vote, provided that Company opts
for e-voting through CDSL platform. It is strongly
recommended not to share your password with
any other person and take utmost care to keep
your password confidential.

For Members holding shares in physical form,
the details can be used only for e-voting on the
resolutions contained in this Notice.

()

(xii)

(xiii)

(xiv)

(xv)

(xvi)

(xvii)

Click on the EVSN of KANSAI NEROLAC PAINTS
LIMITED on which you choose to vote.

On the voting page, you will see “RESOLUTION
DESCRIPTION” and against the same the option
“YES/NO” for voting. Select the option YES or NO
as desired. The option YES implies that you assent
to the Resolution and option NO implies that you
dissent to the Resolution.

Click on the “RESOLUTIONS FILE LINK” if you wish
to view the entire Resolution details.

After selecting the resolution you have decided
to vote on, click on “SUBMIT". A confirmation
box will be displayed. If you wish to confirm your
vote, click on “OK”, else to change your vote,
click on “CANCEL” and accordingly modify
your vote.

Once you “CONFIRM” your vote on the resolution,
you will not be allowed to modify your vote or
cast your vote again.

You can also take a print of the voting done by
you by clicking on “Click here to print” option on
the Voting page.

If the Demat account holder has forgotten the
changed login password then Enter the User ID
and the image verification code and click on
Forgot Password & enter the details as prompted
by the system.

(xviii) Shareholders can also cast their vote using

(Xix)

CDSL’'s mobile app m-Voting available for
android based mobiles. The m-Voting app can
be downloaded from Google Play Store. Apple
and Windows phone users can download the
app from the App Store and the Windows Phone
Store respectively.

Note for Non-Individual Shareholders and

Custodians

* Non-Individual shareholders (i.e. other than
Individuals, HUF, NRI etc.) and Custodians are
required to log on to www.evotingindia.com
and register themselves as Corporates.

e A scanned copy of fthe Registration Form
bearing the stamp and sign of the entity should

be emailed to helpdesk.evoting@cdslindia.com.



e After receiving the login details they have to
create a user who would be able to link the
account(s) which they wish to vote on.

* The list of accounts should be mailed to
helpdesk.evoting@cdslindia.com and on
approval of the accounts they would be able
to cast their vote.

¢ A scanned copy of the Board Resolution and
Power of Attorney (POA) which they have
issued in favour of the Custodian, if any, should
be uploaded in PDF format in the system for
the scrutinizer to verify the same.

In case you have any queries or issues regarding
e-voting, you may refer the Frequently Asked
Questions (“FAQs”) and e-voting manual available
at www.evotingindia.com, under help section or

write an email to helpdesk.evoting@cdslindia.com or
call 1800225533.

All grievances connected with the facility for
voting by electronic means may be addressed to
Mr. Rakesh Dalvi, Deputy Manager, Central Depository
Services (India) Limited (CDSL), A Wing, 25th Floor,
Marathon Futurex, Mafatlal Mill Compounds, N M Joshi
Marg, Lower Parel (East), Mumbai - 400013 or send

an email to helpdesk.evoting@cdslindia.com or
call 1800225533.

Those persons, who have acquired shares and
have become members of the Company after the
despatch of Notice of the AGM by the Company
and whose names appear in the Register of Members
or Register of beneficial holders as on the cut-off
date i.e. 14th June, 2018 shall view the Notice of the
98th AGM on the Company’s website or on the
website of CDSL. Such Members shall exercise their
voting rights through remote e-voting by following
the procedure as mentioned above or by voting at
the AGM.
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Annexure to the Notice

EXPLANATORY STATEMENT UNDER SECTION 102 OF THE
COMPANIES ACT, 2013

ITEM NO. 6

The Shareholders of the Company have appointed
B S R & Co. LLP, Chartered Accountants as the
Statutory Auditors of the Company from the conclusion of
94th Annual General Meeting until the conclusion
of the 99th Annual General Meeting. The appointment
of B S R & Co. LLP, Chartered Accountants, as Statutory
Auditors of the Company is placed for the rafification
of the shareholders at this Annual General Meeting of
the Company.

In accordance with Section 139 of the Act, BS R & Co.
LLP, Chartered Accountants have certified that they
are eligible to be appointed as the Statutory Auditors of
the Company and they satisfy the criteria as provided
in Section 141 of the Act. The certificate is available for
inspection of the Shareholders at the Registered Office of
the Company during business hours on any working day,
except Saturday.

None of the Directors and the Key Managerial Personnel
of the Company and their relatives are concerned or
interested, financial or otherwise, in the resolution set out
at Item no. 6.

ITEM NO. 7

Inaccordance withthe Companies (CostRecordsand Audit
Rules) 2014, read with the Companies (Cost Records and
Audit) Amendment Rules, 2016, the Company is required
to conduct cost audit of its cost records pertaining to the
products falling under the product categories — Organic &
Inorganic chemicals, Ores and mineral products, Plastics
& Polymers and Rubber & Allied products for the year
ending 31st March, 2019. The products of the Company
covered under the aforesaid categories are different
types of thinners, floor coating products, powder coating
products & hardeners and Construction Chemicals.

The Board of Directors of the Company, based on
the recommendation of the Audit Committee, has
approved the appointment of D. C. Dave & Co., Cost
Accountants as the Cost auditor for the aforesaid product
categories for the financial year 2018-19 on the same
remuneration as was approved for the previous year, i.e.
% 2,50,000 plus service tax and out of pocket expenses.
D. C. Dave & Co., has also conveyed its wilingness to
act as cost auditor of the Company for the year ending
31st March, 2019. The eligibility and consent letter is

Q

available for inspection of the Shareholders at the
Registered Office of the Company during business hours
on any working day, except Saturday.

In terms of Section 148 (3) of the Companies Act, 2013 read
with the Companies (Audit and Auditors) Rules, 2014, the
remuneration recommended by the Audit Committee for
the Cost Auditor and approved by the Board of Directors
is required to be ratified subsequently by the Shareholders.
Hence the resolution of Item No. 7 of the Notice.

None of the Directors and the Key Managerial Personnel
of the Company and their relatives are concerned or
interested, financial or otherwise, in the resolution set out
at Item No. 7.

ITEM NO. 8

The Board of Directors of the Company at its meeting
dated 19th January, 2018, approved the appointment of
Mr. Anuj Jain as an Additional Director of the Company
with effect from 1st April, 2018. Pursuant to Section 161 of
the Companies Act, 2013 (“the Act”) read with Article 113
of the Articles of Association of the Company, Mr. Jain
holds the office of Director only up to the date of the
forthcoming Annual General Meeting.

Notice in writing has been received from some
shareholders of the Company, pursuant to Section 160 of
the Act, signifying their intention to propose Mr. Jain as a
candidate for the office of Director.

Mr. Anuj Jain was also appointed at the aforesaid Board
meeting as a Whole-time Director of the Company for
a period of five years commencing from 1st April, 2018
to 31st March, 2023 (both days inclusive). The Board of
Directors at its meeting dated 2nd May, 2018, approved
the remuneration and perquisites to be paid or granted
to Mr. Jain as set out in the draft Agreement between the
Company and Mr. Jain referred to in the Resolution at
ltem No. 8 of the Notice.

The appointment of Mr. Jain as a Whole-time Director
of the Company and the remuneration and perquisites
proposed to be paid or granted to him as set out in the
aforesaid draft Agreement are in conformity with the
provisions and requirements of Schedule V to the Act.
Accordingly, no approval of the Central Government is
required to be obtained for the appointment of Mr. Jain as
the Whole-time Director of the Company or the proposed
remuneration.

The appointment of Mr. Jain as the Whole-time Director of
the Company on the remuneration and perquisites as set
out in the aforesaid draft Agreement is however subject



to the approval of the Shareholders in general meeting
pursuant to Section 196 of the Act. Hence the Resolution
at Iltem No. 8 of the Notice.

Mr.

Anuj Jain, aged 49 years, B.Sc. and Master of

Management Studies, University of Bombay (Mumbai), has
a varied experience of 27 years. Mr. Jain had joined the
Company on 4th June, 1990 and was Director — Decorative
and Industrial Sales & Marketing prior to his appointment
on the Board as a Whole-time Director with effect from
1st April, 2018.

The material terms of the draft Agreement referred to in
the Resolution at Iltem No. 8 are as follows:

1.

The appointment of Mr. Jain as a Whole-time Director
of the Company shall be for the period commencing
from 1st April, 2018 and ending on 31st March, 2023
(both days inclusive), subject to the same being
previously determined as provided in the Agreement.

Mr. Jain shall be primarily responsible for and be
in charge of Sales & Marketing, Manufacturing
and Technical functions of the Company and shall
exercise such powers and perform such duties as may
be entrusted to him by the Managing Director and/or
the Board of Directors of the Company.

Mr. Jain shall report to the Managing Director and
shall be responsible for his actions to the Board as well
as to the Managing Director. Management of the
whole or substantially the whole of the affairs of the
Company will not vest in Mr. Jain.

Mr. Jain shall devote his whole time, attention and
abilities during business hours to the business of the
Company and use his best endeavours to promote
the interest and welfare of the Company.

Mr. Jain shall be entitled to the following emoluments,
benefits, perquisites subject to the limits laid down
under Section 197, 198 and Schedule V of the
Companies Act, 2013:

a) Salary: ¥ 3,30,000 per month.

Increments, subject to the limit laid down under
Section 197, 198 and Schedule V of the Companies
Act, 2013, will be decided upon from time to
time by the Board each year and will be merit
based and will take into account the Company's
performance.

b) Commission: Subject to the overall ceiling in
Section 197 of the Companies Act, 2013, the
Company shall pay to Mr. Jain remuneration
by way of commission based on net profits of

c)

d)

e)

the Company for each financial year as the
Board may in its absolute discretion determine,
depending on performance.

House Rent Allowance: 40% of annual salary. In
case Company accommodation is provided, no
House Rent Allowance will be paid.

Leave Travel Allowance: 10% of annual salary.
Other Perquisites and Allowances:

i) Mr. Jain shall be entitled to perquisites and
allowances like bonus, reimbursement of
expenses or allowances for utilities such
as gas, electricity, water, soft furnishing,
hard furnishings and repairs and such other
perquisites and allowances in accordance
with the rules of the Company, applicable
from time to time, or as may be agreed to
by the Board of Directors, the value of which
shall not in the aggregate exceed 75% of the
annual salary.

i) For the purposes of calculating the above
ceiling, perquisites and allowances shall be
evaluated as per Income-tax Rules, wherever
applicable. In the absence of any such rules,
perquisites and allowances shall be evaluated
at actual cost.

i) Company's contribution to Provident Fund shall
be at 12% of Salary (including Commission).
Company’s contribution to Superannuation
Fund shall be up to alimit exempt from taxation
under the Income-tax Act, as amended from
time to time. Company’s contribution to
Provident Fund and Superannuation Fund as
aforesaid, gratuity payable as per the rules of
the Company, encashment of leave during
the term of employment in accordance with
the rules of the Company and/or at the end
of the tenure and other retirement benefits
including but not limited to benefits under the
Company Policy as approved by the Board
of Directors on provision of refirement benefits
for Managing Director/Executive Directors/
Non-Board Directors, reimbursement of
expenses incurred for travelling, boarding and
lodging during business trips, provision for use
of the Company's car and driver for official
duties and for personal purpose, provision
of telephone and internet at residence
(including payment for local calls and
long distance official calls), reimbursement

o
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of medical expenses, reimbursement of
telephone, internet and petrol expenses, shall
not be included in the computation of limits
for the remuneration or perquisites aforesaid.

Minimum Remuneration:

In the event of loss or inadequacy of profits during
any financial year, in the aforesaid period, the
Company will pay remuneration by way of salary,
perquisites and allowances (including Leave
Travel Allowance and House Rent Allowance,
where applicable) as specified above, not
exceeding the limits specified in Secfion Il of
Part Il of Schedule V to the Companies Act, 2013,
subject to requisite approvals being obtained, if
required.

6. Mr. Jain nor shall not be paid any sitting fees for
attending meetings of the Board or of any Committee
thereof.

7. Mr. Jain shall be entitled to reimbursement of actual
expenses including entertainment and travelling
incurred during the course of Company’s business.

8. Mr. Jain will be granted Priviege Leave, Sick Leave
and Casual Leave in accordance with the rules and
regulations of the Company.

9. Mr. Jain shall not during the term of this agreement,
whether the employment runs through the full period
of five years from the date of appointment or is
terminated by the Company or Mr. Jain anytime
during the term of this Agreement for whatever
reason, directly or indirectly engage himself in any
business or activity substantially similar to or competing
with the business or activity of the Company or do
any deed , matter or thing so as to solicit the custom
of the clients of the Company or offer to provide
any services to such clients otherwise than through
the Company. It shall however be permissible for
Mr. Jain, with the previous written sanction of the
Board to hold any directorship(s) or share(s) of any
other company or companies and the holding of such
permitted directorships or shares shall not be deemed
a contravention of this clause.

10. Mr. Jain shall not during the term of this agreement
and for all the times thereafter, divulge or disclose
any information or knowledge obtained by him during
his employment as to the business or affairs of the
Company or any trade secrets or secret processes of
the Company.

10/

11. Mr. Jain’s employment shall be determined herewith
if he commits a material breach of any of the terms,
provisions or covenants herein contained, disqualifies
himself to act as a Director for any reason besides
breach of Section 167 of the Companies Act, 2013,
or becomes insolvent, makes any composition or
arrangement with his creditors or ceases to be a
Director of the Company.

12. In the event there is no breach of the terms of the
Agreement by Mr. Jain, but the Company exercises
its discretion to terminate his services during the
term of his Agreement, without assigning any reason
therefor, then and in that event, Mr. Jain shall be paid
compensation in accordance with the provisions of
the Companies Act, 2013.

13. In the event Mr. Jain is not in position to discharge
his official duties due to any physical or mental
incapacity, the Board of Directors shall be entitled
to terminate this agreement on such terms as the
Board of Directors may consider appropriate in the
circumstances.

14. All personnel policies of the Company and the related
rules which are applicable to other employees of the
Company shall also be applicable to Mr. Jain, unless
specifically provided otherwise.

The Directors consider the aforesaid remuneration to
be commensurate with the duties and responsibilities of
Mr. Jain as a Whole-time Director of the Company.

The draft Agreement between the Company and Mr. Jain
referred to in the Resolution at Item No. 8 will be open for
inspection by the Shareholders at the Registered Office of
the Company during business hours on any working day,
except Saturday.

The Board commends the Resolution at Item No. 8 for
acceptance by the Shareholders.

Mr. Jain is interested in the Resolution since it relates to
his own appointment. None of the other Directors of the
Company is in any way concerned or interested, financial
or otherwise, in the Resolution.

For and on behalf of the Board

P. P. Shah
Chairman

Mumbai, 2nd May, 2018.
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(Listing Obligations and Disclosure Requirements)

Disclosure in terms of Regulation 26(4) of the SEBI
Regulations, 2015.
Name of the Director seeking Shares held as on 31st March, 2018
re-appointment (Own or held for other persons
on beneficial basis)
Mr. Masaru Tanaka Nil*
Mr. Hidenori Furukawa Nil*
Nil*

Mr. Katsuhiko Kato
* Mr. Masaru Tanaka, Mr. Hidenori Furukawa and Mr. Katsuhiko Kato are the nominees of Kansai Paint Co. Ltd., Japan.

They do not hold any share in their personal capacity.
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BOARD’'S REPORT

Dear Members,

Your Directors are pleased to present the 98th Annual Report and the Audited Accounts for the year ended

31st March, 2018.

1. Financial Highlights

1st April, 2017
to
31st March, 2018

1st April, 2016
to
31st March, 2017

g in Crores % In Crores
Gross Sales and Other Operating INCOMe .........cccceeevveriieeniieens 5197.77 4936.05
Net Sales and Other Operating INCOMe ............cccevciiiieiienneee, 4737.01 4531.05
Profit Before Interest, Depreciation and TAX .....cccceeecveviieeniinennnen. 789.77 730.69
LeSS: DEPIECIALION ....occiiiiiiiieiciiiie et eree e 75.79 69.49
Profit Before Interest and TAX ...ccoveeiiiiiiniiie e 713.98 661.20
Add: Other INCOME ........ccooi i 72.42 98.22
Profit BEfOre TAX ..ooiiiiiiiieic e e 786.40 759.42
Less: Tax (including Deferred TOX) ....cccooeveniiiiienieneeee e 270.00 253.48
Profit AfFEr TOX oo 516.40 505.94
Other Comprehensive INCOME ......ccoociieiiiiiiiiee e (1.09) (4.73)
Total Comprehensive Income for the Yedr ......cccccoveeviieeccviccnen. 515.31 501.21

2. Dividend

The Directors recommend for consideration of the Members, a normal dividend of ¥ 2.60 ( 260%) per share of the face
value of ¥ 1 each for the year.

This compares with a normal dividend of ¥ 2.50 per share (250%) and a special dividend of ¥ 0.50 per share
(50%), thus aggregating fo a total dividend of ¥ 3.00 per share (300%) of the face value of ¥ 1 each declared
last year.

@
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MANAGEMENT DISCUSSION AND ANALYSIS

[A] INTRODUCTION

Kansai Nerolac Paints Ltd (KNPL) was established in 1920.
It is a subsidiary of Kansai Paint Co. Ltd., Japan.

KNPL operates in India and also has operations in Nepal
and Sri Lanka through Joint Ventures with Kansai Nepal
and Capital Holdings Maharaja Group respectively. KNPL
has presence in multiple market segments of the paint
market viz. Decorative, Automotive, Auto Refinish, Wood
Coatings, General Industrial, Coil Coating, Floor Coating,
Performance Coatings and Powder Coatings.

In the Decorative Paint Market, Nerolac is positioned as
an environmentally conscious brand which is synonymous
with Health. The tag line of the Company, Healthy
Home Paints emphasizes the focus of the Company on
environment consciousness.

KNPL is one the most preferred vendors for Industrial
paints in the country. Over the years the Company
has worked ftirelessly to create value for its customers
and is acknowledged as the market leader in Industrial
coatings. Many of the leading players in the Automobile
industry trust Nerolac to service their paint requirements.
This leadership has been made possible through a
combination of customer insights, customised R&D,
quality, service, value engineering and delivery.

R&D Centre, Vashi

KNPL has 4 factories located at Jainpur (UP), Lote
(Maharashtra), Bawal (Haryana) and Hosur (Tamil
Nadu). In addition, a new state of the art facility will be
commissioned at Sayakha (Gujarat) to cater mainly to
automobile customers. These factories provide customers
with an unmatched range and flexibility to cater to their
requirements in the shortest possible time.

As announced earlier, the Company is setting up a
Decorative Plant at Amritsar and work is progressing
satisfactorily at the site. Another Greenfield plant at
Vishakhapatnam which has been announced is being
planned, and work for which will start shortly.

The Company currently has a state-of-the-art R&D
facility in Mumbai. A new cutting edge Research &
Development cenfre at Vashi will shortly commence
operations in FY 18-19.

Customer satisfaction is the central goal around which
KNPL functions. The requirements of customers are
paramount and are constantly evolving. KNPL uses
its Research and Development to develop unique
customised solutions for its customers. KNPL has
continuously focussed on infroducing new technology
for the customer every year. Notable introductions this
year were products such as Anti-Graffiti coatings, Rebar
Coating for Concrete and Super durable Powder.

Manufacturing Plant, Sayakha

2018 ______
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In a market which is growing and a strong foundation,
KNPL is now looking towards unleashing the next era of
growth for the Company.

The Company continued its growth momentum in Nepal
with high double digit volume and value growth. The
Company successfuly completed brand migration
from ‘Nerolac’ to 'KNP'. The company name was also
changed to KNP Japan Private Limited.

The Company entered Sri Lankan paint market by
way of a joint venture with Capital Holdings Maharaja,
which is one of the biggest conglomerates in Sri
Lanka. The Company successfully started a greenfield
plant and launched entire range of Decorative Paints
(Water-based and Solvent-based).

[B] INDUSTRY PROGRESS

2017-18 was an eventful year for the domestic market.
The infroduction of GST ushered in a new era in Indian
business. The Paint industry successfully adopted the new
Tax system put in place.

The industry did feel the impact of demonetisation as
well as GST and demand as a whole for the industry was
subdued in both the segments. The organised players are
expected to perform better than the small and medium
scale players. The industry however views GST as positive
and beneficial in the long run.

The industry witnessed inflationary pressures through-out
the year. Higher prices of crude, exchange rate volafility
and the larger geo-political climate added to the
uncertainty. In addition tough environmental legislations
in China impacted global supply chains of many key
ingredients adding fo availability as well as inflationary
pressures.

The industry has partially been able to pass on the cost
increase in the market.

[C] MARKETING

Decorative

For a Consumer facing Company like KNPL, Marketing
plays a pivotal role in generating consumer and
customer awareness and interest. KNPL undertook
various marketing activities in the year gone by, aimed
at capturing a larger mindshare of the consumer. This
along with efforts on the ground and distribution saw
Nerolac increase its presence across.

@

Innovations were plenty in various formats of advertising
such as TV, Outdoor and digital amongst others. These
were well received.

KNPL continued its association with IPL for the year 2017,
and partnered with SunRisers Hyderabad and Gujarat
Lions franchisees. In addition, Nerolac deepened its
association with cricket by becoming the fitle sponsor of
Star Sports pre-programming live show, which was called
“Nerolac Cricket Live”.

Nerolac Cricket Live

This year saw KNPL as one of the prime sponsors for two
of the most prestigious award shows for the film fraternity
viz. the Star Screen Awards and Zee Cine Awards. They
were felecasted around New Year's Eve on National TV
channels and garnered high viewership ratings.

Nerolac At Awards
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Mural Painting & Pujo Competition — Shera Pujo

The largest category of Decorative Paints for Nerolac is the Popular Category with a high growth potential. Keeping
that in mind Nerolac Paints put together another memorable TVC film for this category.

The third edition of
Nerolac Shera Para
Shera Pujo, Kolkata’s
biggest Mural and Pujo
competition, was grander
than the last two years.
The event witnessed an
overwhelming response
across Kolkata and
beyond, making it the
biggest Mural and Pujo
competition in the state.

This  year  foo, KNPL
conducted a cyclathon
across 44 cities to generate
awareness about healthy
living and improving the
quality of life.
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KNPL launched Nerolac Colour Guides - Interior and
Exterior, during the year, to showcase latest colour frends
in the home decor space. These colour guides were the
outcome of a five months long research whereby KNPL
employees travelled the length and the breadth of the
country to map the changing lifestyle of modern Indian
to understand choices. Colour Guides were launched
at the Economic Times Architecture and Design Summit
2017 and at the A&D Summit at Mumbai and Kolkata.

On the digital Marketing front, KNPL leveraged the
partnerships with IPL teams to generate traction and
also ran various campaigns during the year. A live chat
with players of IPL franchises SunRisers Hyderabad and
Guijarat Lions was conducted and these chats were
broadcasted using Facebook live. In addition, interactive
GIF Image contests as well as Boomerang video contests
were also conducted.

Celebrities and opinion leaders on twitter spoke about
Nerolac’s prowess in providing coating solutions for a
wide range of products including automobiles, bikes and
home appliances. With the likes of Boman Irani, Soha Al
khan, Ranvijay and Ranveer Brar coming on board, the
campaign received wide coverage and engagement
on the platform.

Another first for KNPL was the association with India’s first
web series for family viewing — The Aam Aadmi Family —
Season 2 from The Viral Fever (TVF). The series has a total
of 7 episodes where Nerolac based content integration

Cyclathon has been done in 4 episodes.
el A
Ll T B it aal -
I T o
—-—
o —r Ed faews
- - o |l
" F
i gl o ey Bl T El= @
. L ey e Y ]
u L= LR L] h- LB - = o i T
.-l"r LY ] -

gy L Ir-ll"..ﬂt"l'l-rt\‘f el e gl \'\Jlt-;:’

dhidre el Codorie STeery mest] wetor R CiBireD gade s

T et 8ok sl g oF
T T BLF L T T I T P R P e NMEROL AT Nerolac Colour
Dot e by e ey e Tt e i e T

Guide



Annual Report

MHerolae Prints - india was ive. gt
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Catch them live and catch them now. We are here with Suresh
Raina, Brendon MeCullum, Jason Roy, and Moharmmad Kaif,
#AShadeBetior #RoarOncebdone The Gujard Lions

. lf-l-n:rnh:l"l:i.'lm-lpd:i-ll.l:unume. waa

We are now going live with the SOmngetrmiy! Tuns in for a
comnveraation with Molzés Henrlgues, Kane Willamson and W
W 5, Laxman #45hadeBelle

Ask away in the comments below,

L L v -

IPL LIVE CHAT

During Diwali, an innovation in branding was successfully
run wherein one luggage conveyor belt at Mumbai
domestic airport was brought to life with 250 different
colours from Nerolac shade gallery.

Architects and designers are one of the key influencers
for KNPL especially in cities. Nerolac Breathing City

— a first of its kind national competition was held for
architects and designers, in which they had to express
colours of their city through a design intervention.

KNPL undertook a collaborative initiative with Neemrana
group to paint 850+ structures including homes,
school and other public facilities at Sarhetta vilage

Mumbai Airport
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(Alwar, Rajasthan). This led to a lot of interest amongst
local population and helped showcase the transformation
paints can bring to lives and spaces through colours
and cleaning. The initiative received wide publicity with
news channels covering the village transformation and
dubbing it as the ‘Rangeela Gaon’, social media views
have crossed 4 Million.

Rangeela Gaon - Sarhetta Village (Alwar, Rajasthan)

During the vyear, KNPL partnered with National
Development Skill Corporation with an infention to arrive
at a skil development and certification for skills up-
gradation in the painting sector based on the concept
‘Recognition of Prior Learning’ (“RPL”) under the Pradhan
Mantri Kaushal Vikas Yojana (“*PMKVY").

A livelihood Enhancement Project was conducted in a
remote set of villages of Mala & Sirasu in Paurhi Garhwal
Mountains. As part of this project, Master painter trainers
conducted a full day workshop to provide first-hand
experience on various aspects of painting products and
processes for the young men from these villages.

Industrial

KNPL has strengthened its leadership in industrial coatings
despite a challenging business environment, especially
in the first half. KNPL has been able to not just maintain
its leadership but has also seen an increase in its
market share.

Technology has always been the cornerstone of KNPL
solution to customers and KNPL has continued to focus
on technology providing high quality, cost effective and
sustainable solutions to its automotive customers.

KNPL has continued its emphasis on innovation which
benefits the Auto industry. New products such as
common painting system for multi metal surface, high
performance primer and superior clear coat were
developed this year. The Company periodically presents
latest technological advancements in paints and paint
processes, current and upcoming colour trends to its
customers. Audience comprises of senior management
of customer from various departments like Styling and
Designing, Paint shop, Supply chain amongst others.

This year too business acquisition remained a focus area
this year, with the Company bagging repeat business

Skill Development
Project
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from ifs esteemed clients, as well as winning new
business from clients. Best supplier awards received from
our esteemed customers reflect the Company’s strong
commitment towards providing best of services.

KNPL had pioneered the practice of providing Technical
service on customer production lines to deliver maximum
value to its customers. Technical service tfeam members
are appointed across India on customer lines to ensure
the best service in Industry. The Company provides its
Industrial customers with Value Additions and Value
Engineering ideas aimed at quality improvement and
cost reduction. This year KNPL also provided valuable
trainings to its customers.

In Performance coatings, along with traditional segments
like Qil & Gas, Power, Infra, Metals and Chemical Planfts,
KNPL increased focus on segments like Floor, Railway and
Coil coating building on the work done in the previous
year. This has helped KNPL to increase its presence in
these new segments.

The Company works closely with Industry organizations
like NACE (National Association of Corrosion Engineers)
and SSPC (Society for Surface Protective Coatings). The
Company was well represented at NACE, SSPC and Cll
events which ensured visibility and connect with key
industry stakeholders.

In General Industrial coatings, KNPL has maintained
its leading position in the OEM business catering
to segments like Fans, Drum & Barrels, Construction

Equipment, Helmet, LPG cylinders by introducing new
products. Products like anfi-graffiti coating for electrical
appliances, High performance mono-coat painting
system for pre-engineered building segment and metallic
shades for exterior painting of rail coaches were some of
the new products introduced.

KNPL has strengthened its leadership in Powder Coating
in segments like Auto Ancillaries, Furniture, White Goods
by leveraging its collaboration with Protech, Canada.
New products such as Rebar coating for concrete and
Reinforcing Rebar for structural stability along with super
durable powder as per AMA 2014 were introduced
during the year.

In Auto refinishes, the Company has grown at a much
higher rate than the market. The Company provides a
complete range of products in this segment. The year
saw the introduction of Nova Plus, an alkyd range of
shades for the Auto Refinish Channel. During the year
KNPL has focused on strengthening its distribution network
coupled with focus on garages and applicator fraining.

Auto Refinish Product Launch — NOVA Plus

[D] OPPORTUNITIES & THREATS

Opportunities

Favourable Economic Scenario

With major policy decisions such as Demonetisation
and GST implementation completed, the country
is now moving towards consolidation. Infrastructure
reforms, Job growth, affordable housing are among
the top priorities for the government this year.

Impetus to the Rural Economy

The Rural economy was given a boost with significant
steps such as a healthcare plan, and an increase
in the Minimum Support Price for farmers by 50%
announced in the Budget for 18-19. This will increase
income in the hands of the rural consumer and
hence be an opportunity for growth.

Real Estate Sector & Interest Rates

The real estate sector was expected to make a
furnaround during the past year, however, the
weakness in the market confinued for most of the
year despite low inferest rates. During the final
quarter, demand started to pick up and is expected
to continue this year while interest rates continue to
remain low.

Opportunities due to climate change

The Company has embarked upon growth agenda
using climate change as an opportunity. The
Company’s innovation in products and technology
has helped to curtail energy consumption on

@
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customer production lines. Super durable coating
solutions have been helping its customers to
enhance life of their products. In its operations, the
Company is taking advantage of lower rates of
renewable energy.

Threats
* New Competitors

New Competitors are entering the Indian Paint
Market. KNPL endeavours to be proactive in
countering any challenges that may arise due to
increased competition in the market.

¢ Crude Oil Prices and Inflation

Crude oil prices are putting pressure on raw material
prices used for Paint manufacturing, which is in
turn pufting pressure on the boftom line. Inflation
is expected to be high. KNPL is trying to offset this
effect through a combination of internal initiatives
and price increases from its customers.

e Auvailability of raw materials

With the fightening of environmental controls in
China, there is a cascading effect on global supply
chains for key raw materials for the paint industry.

[E] SEGMENT WISE PERFORMANCE

The Company has only one segment of activity named
paints, in accordance with the definition of “Segment”
covered under Indian Accounting Standard (Ind AS) 108
on Operating Segments. The performance of the
Company is discussed in this Report.

[F] RISKS AND CONCERNS

Risk Management is important in an organization which
is catering to both industrial and decorative customers.
Risk profiling is put in place for all the areas of operations
and well integrated in the business cycle.

The Risk Committee periodically meets to monitor the
framework set and find ways of mitigating the risks and
fracks the action points. The Company's automated
Risk Management dashboard helps track the risks more
effectively.

e Strategic Risk

Strategic risk relates to the Company’s future
business plans and strategies. They are risks around

20/

brand, technology, industry dynamics like takeovers
and alliances. Identifying and mitigating these are a
strategic priority at KNPL.

Operational Risks

New business models, new service offerings, growing
volume of operations, bring in risks related to delivery
and adherence of SLA (Service Level Agreements)
terms and conditions. KNPL has a sfrict review
mechanism to ensure these risks are addressed and
mitigated. In addition to this, supplier risks as well as
market risks are monitored carefully.

Legal & Compliance Risk

With increase in geographical spread, KNPL is
subjected to multitudes of constantly changing
local legislations. There is a risk of non-compliance
or delay in compliance with statutory requirements.
KNPL uses the services of professional consultants
to ensure compliance with domestic laws and
regulations. We have also implemented tools and
processes to ensure that internal stakeholders of
the Company are aware and comply with various
statutory requirements.

Financial Risks

Finance risks originating out of currency fluctuations
and market volatility have the potential to affect the
Company boftom line directly. These risks are dealt
with advance planning and taking necessary steps
for hedging against such outcomes.

System risk

With all operations conducted wusing business
software, ensuring high availability of systems as well
as proper controls to ensure that operations are not
compromised remains a top management priority.
KNPL has taken many steps proactively to ensure
that potential risks are minimized.

People Risk

With the industry growing at a fast pace and
demand for experienced and trained manpower
outstripping supply, the ability to retain existing talent
and attract new professional talent assumes crucial
importance. The Company has a structured process
for potential identification and talent management.

Environmental & Social Sustainability risks

Increasing water scarcity: India is facing water crisis
in many regions. Pollution of fresh water resources
and over exploitation of ground water makes this
risk more significant in Indian context. Water scarcity
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has been topic of political discussion as well as
media. The Company understands potential of
this risk in coming future and addressing it through
water efficient approach in its operations. Our major
manufacturing plants are provided with zero effluent
discharge facilities to recycle whole freated water.

Energy Security: India is majorly dependent on coal
for its energy needs. Increasing prices of fossil fuels
and associated air pollution problems represent
challenging situation for today’s energy sector.
Grid energy prices are also seen to be increasing
steadily. Indian government is keen on encouraging
renewable energy. In order to secure its energy
requirement, the Company is striving for adoption of
renewable energy in its operation and improve upon
energy efficiency.

Changes in environmental regulations: Changing
environmental regulations in the country majorly
focussing upon self- discipline and extended

producer responsibility. Last year, we saw various
new notifications and up-gradations in the areas
of air & water emission monitoring, plastic waste
rules, biomedical waste rules etc. The Company
keeps itself aware of changing regulations through
subscription to legal update agencies. It ensures
compliance with environmental regulations through
its legal tracking module. The Company licises with
government sections on new regulations through
industry body such as IPA, CILI.

Social license to operate: In today’s scenario,
companies need to be good corporate citizen and
neighbour to local communities. In order to continue
operations, it is very important to understand social
needs of communities where we operate and be
helpful for their needs. The Company addresses
some of the social needs through its CSR programs.

[G] RESEARCH & DEVELOPMENT

Innovation and collaborations is the cornerstone of
KNPL R&D. We constantly strive to bring in cutting edge
technology using our state-of-the-art R&D facility. Our
talent pool of qualified scientists constantly innovate on
variety of technologies and products.

In Decorative for wood coatings, new products such
as Premium dual pack fast drying Polyurethane wood
finishes infroduced under Gloria Brand, Italian Pigmented
wood finishes, melamine and Ready to Use Fast Drying
System for OEM wood coating market were developed
and infroduced. The Company also developed Nerolac

Excel Rainguard Water Proof Primer with reinforcement.
A new range of products in the adhesive segment was
developed for woods & Laminates.

For our automotive customers many new exciting shades
based on market feedback and research were presented
for vehicle launches. Common painting system for multi
metal surfaces, High performance anticorrosive primer
for multi metal, High Solid/Medium Solid products and
high performance primer for automotive industry were
developed in FY 18.

In Powder coatings, the focus was on developing
functional coatings. KNPL has introduced Rebar coating
for concrete, reinforcing rebar to enhance structural
stability in powder coating and super durable powder as
per AAMA 2604.

Scanning Electron Microscope — Energy Dispersive X Ray
(SEM-EDS)

FTIR Microscope - Imaging
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[H] INFORMATION TECHNOLOGY

During the year, embedded digital, Business continuity,
GST readiness and Security were the key IT initiafives.
Continuing the investment made in the in-memory
computation capabilities, in the current year, KNPL has
taken steps towards leveraging new embedded digital
technologies like Machine Learning, I0Ts and Advanced
Analytics. These technologies would enable KNPL fo have
a deeper insight into the data. This would help enhance
the service capabilities of the Sales and Manufacturing
functions to the market.

To provide real time informatfion to the customers and
influencers, KNPL has implemented the Dealer portal for
the Decorative customers and enhanced the call centre
to connect with the influencers. Various processes in
supply chain, procurement, Manufacturing and Finance
were re-engineered to provide visibility into the various
Key Performance Indicators and enhance effectiveness.
Further KNPL aligned all its IT systems fo the GST enabled
Eco system.

As part of the Business Continuity initiative, Near Disaster
Recovery site was made operational for key applications.
Taking cognizance of the changing IT environment and
to insulate against the various security risks, KNPL has
augmented its security solutions framework.

[I] PEOPLE

At KNPL, people are an essential part of the
organization. People provide the skills and competencies
necessary to make organizational strategies work. With
advancements in fechnology, the significance of people
gets augmented multi-fold. Many efforts are taken to
engage the energies and enthusiasm of KNPL employees
in the most effective way. KNPL believes that success
would not be possible without our talented, diverse and
dedicated employees.

The workforce is highly aligned to the Company’s goals
through various media like newslefters, MD’s address,
Works manager address etc. Interactive sessions like
open house with fop management are also conducted
at Plants. Employees are apprised of KNPL initiatives
through internal  monthly  Impressions  newsletter,
Decorative Sales Annual Conferences and Industrial
Zonal Meets.

In-house Knowledge management portal is used to share
and gain knowledge on key business elements. This is

@

frequently referred by all the employees time to time.
It plays a crucial role in facilitating horizontal deployment
of best practices in organization. KNPL also has various
other platforms for sharing knowledge. This includes
Group Discussions, Book reviews and knowledge
sharing sessions.

The Organizational Business Plan is aligned with the
Key Result Areas for each position. The performance
review mechanism which is digitalized has ensured
transparency, real time information and involvement of
all employees towards achievement of the goals. The
daily performance dashboard is available to all the
employees and it enables every employee to remain
focussed on the priorities which contribute to the
organization’s goals. This digital framework links Company
goals to an individual in a transparent manner.

Development of employees is of utmost importance.
New capability building programs have been launched
for frontline sales staff in order to equip them with new
sales tfechniques and drive the top-line of the Company.
Assessment and Development centres are being
conducted to objectively evaluate the managerial
potential of select personnel.

In order to drive corporate objectives with respect to
HR processes & systems, departmental connect models
were infroduced where the endeavour was to connect
with the employees and enhance engagement.

KNPL also continued the rewards and recognition
program with  an employee recognition platform
called GEMS. GEMS is a framework for employees to
acknowledge support and help by colleagues in their
day to day interaction. It is a company-wide rewards
program that fosters an environment of appreciation.
In-house fraining workshops on people management,
excellence and KNPL competency framework were
designed and conducted by HR.

KNPL conducts annual Employee engagement survey
to get insights info the organisation as well as to gauge
the pulse of employees on organizational initiatives
which foster, connect and boost employee engagement
and morale.

KNPL continues with its good practices of Corporate
Governance through the Whistle Blower Policy,
encouraging growth of individuals irrespective of gender,
religion, caste or community as well as policy on
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“Appropriate Social Conduct at Workplace”. All these
policies add up to a congenial work environment fo
drive performance that is free from threat or fear.

The above mentioned HR initiatives af KNPL attempt
to support and uphold organization’s goals by
fostering an engaging work environment in a dynamic
business scenario.

The Company wishes to put on record its deep
appreciation of the co-operation extended and efforts
made by all employees. The employee strength of KNPL
is 2861 on 31st March, 2018.

[J] AWARDS AND RECOGNITIONS

Awards by External Agencies

* Lote Plant received a Certificate of Appreciation
from Government of India, Ministry of Power — New
Delhi for efforts in Energy Conservation.

e Bawal team participated in the 5th  Chapter
Convention of “Quality Circle Forum of India” and
won 2 Gold, 1 Silver and 1 Bronze awards for the
projects and Kaizen presented in the forum.

¢ Bawal plant received a Certificate of Merit in Paints
& Allied Products sector at the National Energy
Conservation Award 2017 organized by Bureau of
energy efficiency, Ministry of Power, Government
of India. The Chief Guest for the ceremony was
Hon. President of India and the Guest of Honour was
the Minister of State for Power.

e Mr. HM. Bharuka featured at the 31st Spot in the
Business Today — PWC list of India's top 100 CEOs
from non-BFSI sectors, and also awarded Rank 1 in
the Chemicals category.

Awards by Customers:

* KNPL received an award for "Overall Excellence” for
FY 16-17 by Maruti Suzuki at their vendor meet held
in Singapore on 9th May’16.

e Certificate of Appreciation for “Improvement in
Process Quality” was awarded to the team from
among 24 companies by Toyota.

* KNPL has been honoured with best vendor award in
New Product Development’ category in the supplier
meet organized by SML ISUZU — Chandigarh.

[K] COMMUNITY DEVELOPMENT

KNPL has been actively involved in promoting healthy
life style of the underprivileged and for the upliftment of
the society in general. The Company has a philosophy to
contribute positively to the development of the society
by acting as a good neighbour, considerate of others
and by playing the role of good corporate citizen with
passion and compassion.

KNPL’s vision is to strive to be a responsible corporate
by proactively partnering in the environmental, social
and economic development of the community through
the use of innovative technologies, products as well as
activities beyond normal business.

Several CSR initiatives were carried out during the year
under various program heads, such as “Livelihood
and Skil enhancement”, “Preventive Health care &
Sanitation”, Promoting Education, "“Rural/Community
Development”, “Promoting Education” and “Protection
of Heritage Monuments”.

KNPL proactively convened training and capacity
building initiatives to help unemployed youth, mainly
from rural area, to generate livelihood and to make
skiled personnel available in the society for the national
development.

KNPL also carried out various programs for the
enrichment of the community, such as construction of
toilets (with more focus on girls’ toilets in rural schools),
Health Camps for the underprivileged, providing class
rooms, science Labs, computers etc. to the school
near our factories, construction of bus shelters, bore
wells, plantation of frees and beautification projects
to ensure environmental sustenance, various initiatives
under “"Swachh Bharat Abhiyan” near depotfs. Most
of the CSR activities were conducted near Plant and

depot locations.

2018 ______
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Community Development: Signal School, Thane

Community Development: Zilla Parishad Urdu School, Bhiwandi

KNPL is committed to contributing in as many ways
as possible and will continue to contribute towards
the economic, social, environmental and educational
prosperity of our country.

[L] ENVIRONMENT, HEALTH & SAFETY

KNPL believes that Environment, Health & Safety (EHS)
excellence is a basic element of manufacturing
excellence.the Company's proactive focus on EHS aspects
in business has helped to strengthen manufacturing
excellence. Last year, the Company confinued KYT
(KikenYochi Training — Hazard prediction) exercises on
production activites and proactively addressed real
time operation hazards. Our practical safety training
programs (Danger Experience program) at Safety
laboratory has helped to strengthen safety awareness
amongst employees and thereby safety compliance.
Our esteemed industrial customers also appreciated
our efforts fowards EHS excellence during their visits and
audits. Last year, the Company implemented Safety
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training kiosk system to automate training process
through standard audio visual safety instructions. The
Company has planned for coverage of all employees
including contract employees through these training
modules.

Occupational health is one of the important factors
of Safety. To cafer to employee health, all KNPL
manufacturing sites are equipped with dedicated
Occupational Health Centre (OHC) and Ambulance for
emergency situations. KNPL facilitates periodic medical
check-ups for its employees and also continued its
focus on employee visits to OHC and their complaints
analysis.

Infernal training on Bio-Medical Waste Management
Rules, 2016 was imparted to 8 employees in 2017-18. All
identified employees have been covered. The training
included fopics such bio-medical waste segregation,
storage, packing and disposal and also safe handling
and transportation.
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KNPL continued with its water conservation agenda and
achieved reduction in specific water consumption. Zero
liquid discharge facilities at our plant locations have
helped to ensure recycling of whole treated water into its
process and curtail fresh water consumption. In coming
year, KNPL has further planned for water reduction at
source and recycling initiatives.

Solid waste management is another key focus area.
Major focus is on reduction of waste generafion at
source and recovery and reuse of material sticking losses

at various stages of manufacturing. Progress in these
inifiatives are being tracked through system and reviewed
periodically to sustain process controls fo reduce waste
at source.

As a part of energy security, KNPL invested in solar
projects across all plant locations and at its head
office. Ambit of renewable energy solid fuel boilers
increased in the last year. With this, major proportion
of process heat and steam is being produced through
renewable energy.

KikenYochi Training

2018 ______



X KANSA|

NEROLAC

PAINTS LIMITED

Medical Camp, Danger Experience Program Training

[M] SUPPLY CHAIN

This year,
management and
via advanced digital Multiple  system
driven initiafives were undertaken which resulted in
improved flexibility, operational effectiveness and cost
optimization.

KNPL focussed on superior supply chain

smarter procurement, driven

solutions.

The Company will commence commercial production

at its new state-of-the-art manufacturing unit  in
strategic  geographical
set up of the new plant wil help KNPL to further

improve its flexibility in offering better services to its

Sayakha, Gujarat.  The

industrial customers. Work is also progressing at a
brisk pace at new upcoming manufacturing unit
in Amritsar.

The Company commissioned and started operations on
an innovative and cost effective emulsion manufacturing
technology at Jainpur as well as the in-house emulsion
facility at Hosur.

This year saw an increase in the ftfotal space and
realignment of depots to take advantage of GST and
enhance the reach of KNPL to help serve customers
better.

[N] INTERNAL CONTROL SYSTEM AND THEIR
ADEQUACY

With  an aim to monitor and confrol day-to-day
operations at KNPL, the Company has set up internal
control systems for reporting.

26

regular tracking and

These systems also monitor compliance to various

rules and regulations, and adherence to policy

requirements.

In order to strengthen the system of Internal Control and
provide the Board of Directors with an added ability
to oversee internal controls, Internal Financial Control
(IFC) system was put in place in accordance with the
requirements of Secfion 134(5) (e) of Companies Act,
2013. Systems of Internal Control were implemented,
considering the framework suggested in Guidance
Note on Audit of Internal Financial Controls over the
Financial Reporting issued by The Institute of Chartered
Accountants of India, to address its operational and
financial risk.

The Company’'s Control Efficiency Index (CEl)
was improved substantially this year by horizontal
deployment of industry best practices. The Company
put in that
marked against global standards of efficient conftrol
mechanisms.

place control measures are bench

In order to perform online tracking of the Company’s
regulatory compliances, Compliance
implemented. These systems allow the Company to track
its compliance requirements online, thereby enabling
stricter adherence to regulations.

systems were

[O] AFFIRMATIVE ACTION

The Company has adopted a Code of Conduct
for affrmative action for the purpose of providing
employment opportunities for the socially disadvantaged.
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DISTRIBUTION OF INCOME

2017-18

- Materials

I:l Manpower Cost

- Operating and Other Expenses & Rebates, Discounts, Allowances
[ ] Excise Duty

[ ] Depreciation

] Corporate Tax

[ Dividend

|:| Retained Earnings

Previous year 2016-17 percentage figures are stated in brackets.

[P] FINANCIALS

Gross Sales and other operating income for the year
aggregated to T 5197.77 crores as compared to
T 4936.05 crores for the previous year. GST was infroduced
in July 2017, hence Sales figures of previous year are
not comparable with the Sales figures of current year.
However Net Sales (excluding excise duty) and other
operating income reflects a growth of 14.6% over the
previous year.

Depreciation for the year is at ¥ 75.79 crores as against
% 69.49 crores in the previous year.

Other Income was lower at ¥ 72.42 crores as compared
to ¥ 98.22 crores for the previous year. Reduction is due
to utilization of surplus funds for funding projects and
lower interest rates.

The Company continued with its initiatives fo reduce
procurement cost and to reduce operational costs.
These initiatives helped the Company in the current year
to keep the operational costs under control and improve
the bottom line.

Profit Before Depreciation, Interest and Tax (PBDIT) for the
year is higher at ¥ 789.77 crores compared to ¥ 730.69
crores last year reflecting a growth of 8.1%. Profit Before
Tax (PBT) for the year is ¥ 786.40 crores as compared to
% 759.42 crores of the previous year which is a growth of
3.6% over previous year.

The Company spent ¥ 11.03 crores towards Corporate
Social Responsibilty compared to ¥ 6.46 crores in the
previous year.

The Company has not accepted any deposits covered
under Chapter V of the Companies Act, 2013, during
the year.

There are no significant or material orders passed by
any Regulators, Courts or Tribunals against the Company
which could impact the going concern status and
Company’s operations in future.

There has been no change in the nature of business
during the year.

There have been no material changes and commitments
affecting the financial position of the Company which
have occurred between the end of the financial year
of the Company to which the financial statements
relate and the date of this Report.

Cautionary Statement

Statements in this Management Discussion and
Analysis Report describing the Company’s objectives,
estimates and expectations may be “forward looking
statements” within the meaning of applicable laws and

regulations. Actual results might differ materially from

@

those either expressed or implied.
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4. Unclaimed Dividend

During the year, dividend amounting to ¥ 3.98 lacs
that had not been claimed by the shareholders for the
year ended 31st March, 2010, was transferred to the
credit of Investor Education and Protection Fund as
required under Section 124 and 125 of the Companies
Act, 2013. As on 31st March, 2018, dividend amounting
to T 101.19 lacs has not been claimed by shareholders
of the Company. Shareholders are required to lodge
their claims with the Registrar, TSR Darashaw Ltd., for
unclaimed dividend. Pursuant to the provisions of
Investor Education and Protection Fund (Uploading of
Information regarding unpaid and unclaimed amounts
lying with Companies) Rules, 2012, the Company has
uploaded the details of unpaid and unclaimed amounts
lying with the Company on 21st June, 2017 (date of
the last Annual General Meeting) on the website of
the Company, www.nerolac.com. The same is also
available on the website of the Ministry of Corporate
Affairs, www.mca.gov.in.

5. Collaboration

The Directors record their appreciation for the
contribution made and support provided by Kansai
Paint Co. Ltd., Japan (KPJ). KPJ confinues to provide
support on process design, quality improvement, world
class technology which has helped the Company
in  maintaining market leadership in the industrial
business including automotive coatings, by servicing
existing customers befter and adding new lines.
KPJ also provides technology for manufacture of
architectural coatings.

The Company also has Technical Assistance Agreement
with Oshima Kogyo Co. Ltd., Japan, for manufacturing
heat resistance coatings, Cashew Co. Ltd., Japan for
manufacturing coatings products MICRON TXL SK-1
and Thinner for MICRON and with Protech Chemicals
Limited, Canada for manufacturing powder coating
products. The Directors record their appreciation for
the co-operation from these collaborators.

6. Overseas Operations:

a. Operations in Nepal

For the financial year ended 31st March, 2018,
the Turnover of KNP Japan Private Limited, the
subsidiary of our Company in Nepal, increased to
% 64.14 crores as compared to ¥ 53.95 crores for the
financial year ended 31st March, 2017.

20/

Profit before Tax has increased to ¥ 9.05 crores as
compared to T 6.87 crores last year. Profit after Tax
has increased to ¥ 6.51 crores as compared to ¥ 5.12
crores last year.

b. Operations in Srilanka

Our subsidiary in Srilanka, Kansai Paints Lanka Pvt.
Ltd., commenced operations in April 2017. The
Turnover for the year 2017-18 was T 8.06 Crores.
The Company incurred a loss of ¥ 6.83 crores as the
Company was able fo stabilize its operations only in
the fourth quarter of financial year 2017-18.

Consolidated financial statement of the Company and
of the subsidiaries, forms part of the Annual Report.
A separate statement containing the salient features
of the financial statement of KNP Japan Private
Limited and Kansai Paints Lanka Pvt. Ltd. is part of this
Annual Report.

Annual Audited Accounts of KNP Japan Private Limited
and Kansai Paints Lanka Pvt. Ltd. are available on the
website of the Company.

7. Acquisition of Marpol Private Limited

In  April 2018, our Company acquired 100% equity
shareholding in Marpol Private Limited, Goa (Marpol),
which too, like our Company, is one of the leading
companies in powder coating business, for an aggregate
consideration of ¥ 36 crores before adjustments due to
legal and financial due diligence. Marpol is a pioneer in
powder coating business and its brand is very reputed.
Marpol manufactures products such as epoxy polyester,
pure polyester, pure epoxy and polyurethane powder.
Our Company expects post acquisition synergy benefits
in raw material and other miscellaneous costs. The
necessary disclosures regarding the acquisition were
made to BSE and NSE, where the shares of our Company
are listed.

8. New Projects

The Shareholders were informed last year that the
Company had started setting up of paint manufacturing
units at Sayakha Industrial Estate in Gujarat, Goindwal
Sahib near Amritsar in Punjab and a Global R&D
Centre at Vashi, Navi Mumbai. The Shareholders
were also informed last year that the Company had
initiated a project at Achutapuram, Vishakhapatnam
district in Andhra Pradesh to set up a paint
manufacturing unit.
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At Sayakha Industrial Estate in Gujarat, all activities
of Phase-1 of the manufacturing unit have been
completed and the unit is likely to commence operations
shortly. At Goindwal Sahib near Amritsar in Punjab, the
construction work of the manufacturing unit is in full
swing and operations are likely to commence during
the year. At Achutapuram, Visakhapatnam district in
Andhra Pradesh, land acquisition is over and the project
is in the planning stage. The construction activities at
Global R & D Centre at Vashi, Navi Mumbai have
been completed and the unit is likely to commence
operations in 2018-19.

9. Cost Audit

The Company had appoinfed D. C. Dave and
Co., Cost Accountants, to audit its cost accounting
records relating to Thinners and Resins for the financial
year 2016-17. The Cost Audit Report submitted by
D.C. Dave & Co. for the financial year 2016-17 is clean
and there are no quadlifications in their Report. The Cost
Audit Report was filed with Ministry of Corporate Affairs
on 18th October, 2017.

The Company has appointed D. C. Dave & Co. as the
Cost auditor for the financial year 2018-19 to conduct
cost audit of its cost records pertaining to the products
faling under the product categories - Organic &
Inorganic chemicals, Ores and mineral products, Plastics
& Polymers and Rubber & Allied products. The products
of the Company covered under the aforesaid categories
are different types of thinners, floor coating products,
powder coating products & hardeners and Construction
Chemicals. D. C. Dave & Co. are appointed on a
remuneration of ¥ 2,50,000 plus service tax and out of
pocket expenses. The Company is seeking the ratification
of the Shareholders for the remuneration to be paid to
D. C. Dave & Co. vide Resolution No. 7 of the Notice of
the Annual General Meeting.

10. Directors

In accordance with Arficles of Association of the
Company, Mr. Masaru Tanaka, Mr. Hidenori Furukawa
and Mr. Katsuhiko Kato retire by rotation at this Annual
General Meeting and being eligible offer themselves for
re-appointment.

Mr. Pravin Chaudhari, Whole-time Director resigned from
the Board of Directors of the Company with effect from
the close of business on 31st March, 2018. The Board
of Directors place on record their sincere appreciation
and gratitude for the immense contribution made by

Mr. Chaudhari for the Company during his association
with the Company.

Mr. Anuj Jain was appointed as a Whole-time Director
on the Board for a period of 5 years with effect from
I1st April, 2018 to 31st March, 2023, subject to the
approval of the Shareholders at the ensuing Annual
General Meeting to be held on 21st June, 2018. The
material terms of the appointment of Mr. Anuj Jain are
stated in the Explanatory Statement at ltem No. 8 of the
Notice of the Annual General Meeting.

None of the Directors is disqualified for appointment/
re-appointment under Section 164 of the Companies Act,
2013. As required by law, this position is also reflected in
the Auditors’ Report.

All the Independent Directors on the Board have given
a declaration of their independence to the Company
as required under sectfion 149(6) of the Companies
Act, 2013.

The composition of the Board, meetfings of the Board
held during the year and the attendance of the
Directors thereat have been mentioned in the Report on
Corporate Governance in the Annual Report.

For the year ended 31st March, 2018, Mr. H. M. Bharuka,
Vice Chairman and Managing Director, received a
remuneration of ¥ 17.25 lacs as a member of the Global
Steering Committee of Kansai Paint Co. Ltd., Japan,
holding Company and also received a remuneration of
% 54.11 lacs during the year as a Non-Executive Director
of Kansai Paint Co. Ltd., Japan.

11. Key Managerial Personnel

Consequent to the resignation of Mr. P. D. Chaudhari
as Whole-time Director with effect from the close of
business on 31st March, 2018 and appointment of
Mr. Anuj Jain as a Whole-time Director with effect from
1st April, 2018, the Company has noted that Mr. H. M.
Bharuka, Vice Chairman and Managing Director,
Mr. Anuj Jain, Whole-time Director, Mr. P. D. Pai, Chief
Financial Officer and Mr. G. T. Govindarajan, Company
Secretary are the Key Managerial Personnel of the
Company in terms of Section 203 of the Companies
Act, 2013.

12. Board Evaluation

The evaluation of all the Directors, the Board as a whole
and its Committees was conducted based on the criteria
and framework adopted by the Board. The evaluation

@
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process has been explained in the Report on Corporate
Governance in this Annual Report. The Board noted the
evaluation results that were collated and presented to
the Board.

13. Remuneration Policy

The Board of Directors of the Company has adopted
a Remuneration Policy for determining qualifications,
positive attributes and independence of a Director and
criteria for Director's appointment and remuneration. The
features of the Policy are as follows:

* The Company, while constituting the Board shall
draw members from diverse fields such as finance,
law, management, architecture, technical,
marketing, manufacturing, corporate governance,
operations or other disciplines related to the
Company'’s business. There shall be no discrimination
on the basis of gender, while determining the Board
composition.

e A director shall be a person of inftegrity, who
possesses relevant expertise and experience. He shall
uphold ethical standards of integrity and probity
and act objectively and constructively. He shall
exercise his responsibilities in a bona-fide manner
in the interest of the Company; devote sufficient
time and attention to his professional obligations for
informed and balanced decision making; and assist
the Company in implementing the best corporate
governance practices.

e An Independent director should meet the
requirements of the Companies Act, 2013 and the
SEBI (Listing Obligations and Disclosure Requirements)
Regulations, 2015, concerning independence of
directors. The Company shall also obtain certification
of independence from the Independent Director in
accordance with the Companies Act, 2013.

* The objective of the policy is to have a compensation
framework that will reward and retain talent.

* The remuneration will be such as to ensure that the
correlation of remuneration to performance is clear
and meets appropriate performance benchmarks.

¢ Remuneration to Key Managerial Personnel, Senior
Management and other employees will involve a
balance between fixed and variable pay reflecting
short and long term performance objectives of the
employees in line with the working of the Company
and its goals.
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e For Directors, the Performance Pay will be linked to
achievement of Business Plan.

e For Heads of Department, the Performance Pay will
be linked to achievement of functional plan which is
derived from the business plan. The functional plan
includes both, short-ferm and long-term objectives.

e The above will take into consideration industry
performance, customer performance and overall
economic environment.

e For other management personnel, the Performance
Pay will be linked to achievement of individual set
objectives and part of this will also be linked to
overall Company performance.

14. Risk Management Policy

Risk profiling is put in place for all the areas of operations
in the Company and well integrated in the business
cycle. The Company has identified the risk areas in
its operations along with its probability and severity,
department wise. The various risks to which the Company
is exposed are as mentfioned in the Management and
Discussion Analysis Report under the relevant heading.
An effective Risk Management Framework is put in
place in the Company in order to analyze, control and
mitigate risk.

The Risk Management Framework comprises of Risk
Management Committee and the Risk Officers. The
Risk Management Committee of our Company consists
of the Management Committee and the Chief Risk
Officer. The Vice Chairman and Managing Director, the
Executive Director and the functional heads constitute
the Management Committee. The Company Secretary
is the Chief Risk Officer. The Risk Officers have been
appointed by the functional heads and represent the
various functions. The requirements of Regulation 21 of
SEBI (Listing Obligafions and Disclosure Requirements)
Regulations, 2015, with regard to the constitution of
a Risk Management Committee are not applicable
to our Company as this Regulation is applicable only
to top 100 listed entities, determined on the basis of
market capitalization, as at the end of the immediate
previous financial year. The Board of Directors and the
Audit Committee review the effectiveness of the Risk
Management framework and provide advice to the
Risk Management Committee at regular intervals.

The functions of the Risk Management Committee
includes preparation of company-wide framework
for risk management, fixing roles and responsibilities,
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communicating the risk management objective,
allocating resources, drawing action plan, determining
criteria for defining major and minor risks, deciding
strategies for escalated major risk areas, updating
company-wide Risk register and preparing MIS report for
review of Audit Committee.

The Risk Management Framework aims to:

(a) address our Company's strategies, operations
and compliances and provide a unified and
comprehensive perspective;

(b) establish the risk appetite;

(c) be simplistic and intuitive to facilitate a speedy and
appropriate identification of potential and actual
risks and its communication;

(d) seek escalation of the identified risk events to
the appropriate persons to enable a timely and
satisfactory risk response;

(e) reduce surprises and losses, foresee opportunities
and improve deployment of resources;

(f) develop a mechanism to manage risks.

Through the Risk Management framework, system
and process are set to identify, gauge and mitigate
any potfential risk promptly and efficiently in order to
manage and contfrol them effectively. Clearly defined
work profiles and assigned responsibilities are well at
place, throughout the organization, at all levels and all
functions, ensuring smooth flow of informatfion across
various levels within the organization.

15. Dividend Distribution Policy

The Dividend Distribution Policy of the Company has been
formulated to ensure compliance with the provisions of
Regulation 43A of SEBI (Listing Obligations and Disclosure
Requirements) Regulations, 2015.

The Board will assess the Company's financial
requirements, including present and future organic and
inorganic growth opportunities and other relevant factors
as mentioned in this policy before declaring dividend in
any financial year.

The Board may consider not declaring dividend
or may recommend a lower payout for a given
financial year, after analyzng the prospective
opportunities and threats or in the event of challenging
circumstances such as regulatory and financial
environment.

The Dividend (including inferim and/or final) for any
financial year shall be declared or paid by the
Company for any financial year out of the profits of
the Company for that year arrived at after providing
for depreciation in accordance with the provisions of
the Companies Act, 2013 or out of the profits of the
Company for any previous financial year(s) arrived at
after providing for depreciation in accordance with the
provisions of the Companies Act, 2013 and remaining
undistributed, or out of both. The Company may, before
the declaration of any dividend in any financial year,
transfer such percentage of its profits for that financial
year as it may consider appropriate to the reserves of
the Company. The Company shall follow the provisions
of the Companies Act and all the relevant rules and
regulations of the Companies Act and/or any regulatory
enactment(s) as may be applicable while declaring and
paying dividend for any financial year.

The rate of Dividend shall be fixed by the Board of
Directors of the Company. Final dividend proposed
by the Board of Directors, if any, would be subject
to the approval of the shareholders at the Annual
General Meeting.

The Board of Directors shall recommend dividend
in compliance with this policy, the provisions of the
Companies Act, 2013 and Rules made there under and
other applicable legal provisions.

The Company will consider various internal and external
factors, including but not limited to the following before
making any recommendation for dividends:

(i) Internal factors:

a. Profitable growth of the Company and
specifically, profits earned during the financial
year as compared with previous years and
internal budgets,

b. Cash flow position of the Company,
Accumulated reserves,
Stability of earnings,

e. Future cash requirements for organic growth/
expansion and/or for inorganic growth,

f. Contingent liabilities,

g. Deployment of funds in short term marketable
investments and/or long term investments,

h. Capital expenditure(s), and
i. The ratio of debt to equity.

@
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(ii) External factors:

a. Economic environment,

b. Cost and availability of alternative sources of
financing,

c. Inflation rate,

d. Industry outlook and stage of business cycle for
underlying businesses,

e. Prevailing Taxation Policy or any amendments
expected thereof, with respect to Dividend
distribution,

f. Changes in the Government policies, industry
specific rulings & regulatory provisions, and

g. Any other relevant factors that the Board may
deem fit to consider before declaring Dividend.

Apart from the above, the Board also considers
past dividend history and track record of previous
Dividends distributed by the Company. The Board may
additionally recommend special dividend in special
circumstances.

Subject to the applicable regulations, the Company’s
retained earnings shall be applied for:

0O Funding
including working capital,
repayment of debt, etc.

inorganic and organic growth needs
capital  expenditure,

O Buyback of shares subject to applicable limits,
O Capitalisation of shares,

O Issue of Bonus shares,

0O Payment of Dividend in future years,

O Investment in new business(es) and / or additional
investment in existing business(es),

0 General corporate purposes, including contingencies,

O Any other permissible usage as per law.

The Company currently has only one class of shares,
viz. Equity shares, for which this policy is applicable.
The policy will be subject to review if and when the
Company issues different classes of shares.

The Dividend Distribution Policy of the Company is
also available on the website of the Company at

https://nerolac.com/financial/policies.html#scroll.

@

16. Corporate Social Responsibility

The Board has constituted a Corporate Social
Responsibility (CSR) Committee as per the provisions of
Section 135 of the Companies Act, 2013. The functions of
the CSR Committee are to:

(a) formulate and recommend fo the Board, a Corporate
Social Responsibility Policy which shall indicate the
activities to be undertaken by the Company as
specified in Schedule VIl of the Act;

(b) recommend the amount of expenditure to be
incurred on the activities referred to in clause (a);
and

(c) monitor the CSR policy of the Company from time to
time.

The members of the CSR Committee, upto 31st March,
2018, were Mr. H. M. Bharuka, Mr. N. N. Tata and
Mr. P. D. Chaudhati.

With effect from 1st April, 2018, Mr. H.M. Bharuka,
Mr. N. N. Tata and Mr. Anuj Jain are the members of the
CSR Committee.

Mr. H.M. Bharuka is the Chairman of the CSR Committee.
Mr. N. N. Tata is the independent Director on the CSR
Committee.

The Board has also framed a CSR Policy for the Company,
on the recommendations of the CSR Committee. The
Report on CSR activities as required under Companies
(Corporate Social Responsibility) Rules, 2014, including a
brief outline of the Company’s CSR Policy, total amount
to be spent under CSR for the financial year and details
of amount spent on CSR during the year is set out at
Annexure—1 forming part of this Report.

17. Particulars of Loans, Guarantees or
Investments under Section 186 of the
Companies Act, 2013

Loans, Guarantees and Investments covered under
the provisions of Section 186 of the Companies Act,
2013, are given in the notes to the financial statements
provided in this Annual Report.

18. Related Party Transactions

All transactions enfered info with the Related Parfies in
terms of Section 2(76) and Section 188 of the Companies
Act, 2013 read with Regulation 2 (zc) and Regulation
23 of the SEBI (Listing Obligations and Disclosure
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Requirements) Regulatfions, 2015 during the financial
year were in the ordinary course of business and on
arm’s length basis and do not attract the provisions of
Section 188 of the Companies Act, 2013. There were
no Material Related Party transactions during the year.
Thus, disclosure in Form AOC-2 is not required.

19. Audit Committee

The Company has an Audit Committee in place,
constituted as per the provisions of Section 177 of
the Companies Act, 2013. The members of the Audit
Committee, its terms of reference, the meetings of
the Audit Committee and attendance thereat of
the members of the Committee is mentioned in the
Corporate Governance Report under the appropriate
heading.

20. Whistle Blower Policy

The Company has a Whistle Blower Policy fo report
genuine concerns and grievances. The implementation
of the Whistle Blower Policy has been mentioned in the
Report of Corporate Governance.

21. Prevention of Sexual Harassment at
workplace

The Company has adopted a policy with the name
“Policy on Appropriate Social Conduct at Workplace”.

The policy is applicable for all employees of the
organization, which includes corporate office, branches,
depots and manufacturing locations etc.

The policy is applicable to non-employees as well i.e.
business associates, vendors, trainees etc.

A Complaints Committee has also been set up to
redress complaints received on sexual harassment as
well as other forms of verbal, physical, written or visual
harassment.

During the financial year under review, the Company
has not received any complaints of sexual harassment.

22. Corporate Governance

As required by Schedule V(C) of the SEBI (Listing
Obligations and Disclosure Requirements) Regulations,
2015, a detailed report on Corporate Governance is
given as a part of the Annual Report. The Company
is in full compliance with the requirements and
disclosures that have to be made in this regard. The

Auditors’ Certificate of the compliance with Corporate
Governance requirements by the Company is attached
to the Report on Corporate Governance.

23. General Shareholder Information

General Shareholder Information is given in Item No. 9
of the Report on Corporate Governance forming part of
the Annual Report.

24. Business Responsibility Report

Regulation 34(2)(f) of SEBI (Listing Obligations and
Disclosure Requirements) Regulations, 2015, as amended
with effect from 1st April, 2016, requires that in case
of the top 500 listed companies based on market
capitalisafion, the Annual Report shall contain a Business
Responsibility Report describing the initiatives taken
by the Company from an environmental, social and
governance perspective, in the format specified by SEBI.
The Business Responsibility Report in the format suggested
by SEBI forms part of the Annual Report.

25. Particulars regarding Employees
Remuneration

The statement containing particulars of employees as
required under Section 197(12) of the Companies Act,
2013 read with Rule 5(2) of the Companies (Appointment
and Remuneration of Managerial Personnel) Rules, 2014
forms part of this Report as Annexure — 2.

26. Directors’ Responsibility Statement

As stipulated under the provisions contained in Section
134(3)(c) read with Section 134(5) of the Companies Act,
2013 the Directors hereby state that:

(i) in the preparation of the annual accounts, the
applicable accounting standards have been
followed along with proper explanation relating to
material departures;

(i) the Directors have 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 Company at the end of the financial year
and of the profit of the Company for that period;

(i) the Directors have taken proper and sufficient care
for the maintenance of adequate accounting
records in accordance with the provisions of this

55
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Act for safeguarding the assets of the Company
and for preventing and detecting fraud and other
iregularities;

(iv) the Directors have prepared the annual accounts
on a going concern basis;

(v) the Directors have laid down internal financial
controls to be followed by the Company and that
such internal financial controls are adequate and
are operating effectively; and

(vi) the Directors have devised proper systems to ensure
compliance with the provisions of all applicable laws
and that such systems are adequate and operating
effectively.

27. Energy, Technology Absorption &
Foreign Exchange

Statement giving the particulars relating to conservation
of energy, fechnology absorpfion and foreign exchange
earnings and outgo, as required under Section 134(3)(m)
read with Rule 8(3) of the Companies (Accounts) Rules,
2014 is enclosed as Annexure — 3 to this Report.

28. Extract of Annual Return

In accordance with Section 134 (3)(a) of the Companies
Act, 2013, an extract of the Annual Refurn in the
prescribed format is appended as Annexure - 4 to
this Report.

29. Statutory Auditors

The Company Auditors, B S R & Co. LLP, Chartered
Accountants, have been appointed for a period of
5 years from the 94th AGM till the 99th AGM. Pursuant to
provisions of Section 139(1) of the Companies Act, 2013
read with the Companies (Audit and Auditors) Rules,
2014, the appointment of B S R & Co. LLP, as Auditors of

the Company for a period of 5 years shall be subject to
ratification by shareholders at every AGM. Accordingly,
the appointment of B S R & Co. LLP, as the Auditors of
the Company from this AGM till the conclusion of next
AGM is put forth for your approval.

The Auditors’ Report is clean and there are no

qualifications in their Report.

30. Secretarial Auditor

Pursuant to the provisions of Section 204 of the
Companies Act, 2013, the Company had appointed
JHR & Associates, Company Secretaries, as the
Secretarial Auditor of the Company for the year 2017-18
to conduct secretarial audit and to ensure compliance
by the Company with various Acts applicable to the
Company. The Secretarial Audit Report for the financial
year 2017-18 issued by JHR & Associates is annexed tfo
this Report as Annexure — 5. There are no qualifications
or adverse remarks in their Report.
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Chairman
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Annexure 1 to the Board’s Report

ANNUAL REPORT ON CORPORATE SOCIAL RESPONSIBILITY (CSR) ACTIVITIES

1. A brief outline of the Company’s CSR
policy, including overview of the projects or
programmes proposed to be undertaken and
a reference to the weblink to the CSR policy

and projects or programmes. . Given separately as a part of this Report.
Weblink . https://www.nerolac.com /financial/policies.html
2. Composition of the CSR Committee . Mr. H. M. Bharuka, Vice Chairman and Managing Director

Mr. N. N.Tata (Independent Director)

Mr. P. D. Chaudhari, Whole-time Director upto 31st March, 2018
Mr. Anuj Jain, Whole-time Director from 1st April, 2018

3. Average net profit of the Company for the
three immediately preceding financial years : ¥ 549.72 Crores

4. Prescribed CSR Expenditure (two per cent of
the amount as in item 3 above) : ¥11.00 Crores

5. Details of CSR spend for the financial year :

a. Total amount spent for the financial year : ¥11.03 Crores
b. Amount unspent : T NIl

c. Manner in which the amount spent during the financial year is as given separately in this Report.

The CSR Committee confirms that the implementation and monitoring of the CSR Policy is in compliance with CSR
objectives and Policy of the Company.

H. M. Bharuka
Vice Chairman and Managing Director
(Chairman of the CSR Committee)

Mumbai, 2nd May, 2018
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Outline of CSR Policy

The Mission and philosophy of CSR function of the Company is “To contribute positively to the development of
the society, by acting as a good neighbour, considerate of others, playing the role of a good corporate citizen with
passion and compassion.” Hence the CSR activities undertaken by the organisation essentially focus on four
core areas of Environment, Health, Education and Community Development. The focus of the Company is to
contribute to various institutions and initiatives around the manufacturing locations to provide social services to
the needy.

The CSR vision of the Company is to strive to be a responsible corporate by proactively partnering in the Environmental,
Social and Economic development of the communities through the use of innovative technologies, products as well as
through activities beyond normal business.

The Company endeavours to make a positive and significant contribution to the society by targeting social and cultural
issues, maintaining a humanitarian approach and focusing on areas in and around its plants and where its establishments
are located.

The Company would continue to carry out CSR activities as it has been carrying out over the years in the areas of
Environment, Health, Education and Community Development. In particular, the Company will undertake CSR activities
as specified in Schedule VII to the Companies Act, 2013 (including any amendments to Schedule VII and any other
activities specified by the Government through its notifications and circulars) as follows :

1.  Eradicating hunger, poverty and malnutrition, promoting preventive health care and sanitation, including contribution
to the Swach Bharat Kosh set up by the Central Government for the promotion of sanitation and making available
safe drinking water;

2. Promoting education, including special education and employment enhancing vocational skills especially among
children, women, elderly and the differently abled and livelihood enhancement projects;

3. Promoting gender equality, empowering women, setting up homes and hostels for women and orphans, setting up
old age homes, day care centres and such other facilities for senior citizens and measures for reducing inequalities
faced by socially and economically backward groups;

4.  Ensuring environmental sustainability, ecological balance, protection of flora and fauna, animal welfare, agro forestry,
conservation of natural resources and maintaining quality of soil, air and water including contribution to the Clean
Ganga Fund set up by the Central Government for rejuvenation of river Ganga;

5.  Protection of national heritage, art and culture including restoration of buildings and sites of historical importance
and works of art; setting up public libraries; promotion and development of traditional art and handicrafts;

6. Measures for the benefit of armed forces veterans, war widows and their dependents;
7.  Training to promote rural sports, nationally recognized sports, paralympic sports and Olympic sports;

8.  Contribution to the Prime Minister's National Relief Fund or any other fund set up by the Central Government for
socio-economic development and relief and welfare of the scheduled castes, the scheduled tribes, other backward
classes, minorities and women;

9. Contributions or funds provided to technology incubators located within academic institutions which are approved
by the Central Government;

10. Rural development projects;
11. Slum area development.

CSR activities will be undertaken either by the Company itself or through a Trust/Section 8 Company to be established
by the Company or through any other Trust engaged in similar projects and activities. The Company may also collaborate
with other companies to carry out its CSR activities.

::
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PROGRAM WISE CSR DETAILS 2017-18

Sr. | CSR Project / Sector in which Location of Projects / Amount Outlay |Actual Amount Cumulative |Actual Amount
No. | Activity Project is covered Programs (Budget) | Spentonthe| Expenditure| Spent: Direct
Project or Projects or Upto the or through
Program Wise Programs Reporting Agency
®in Lacs) ®in Lacs) Period (R in Lacs)
(R in Lacs)
1. Basic Training in Painting | Livelihood & Skill In various States such as Bihar, 30.00 23.56 23.56 23.56
to the unemployed youth | Enhancement Guijarat, Jharkhand, Maharashtra,
Program Karnataka, Madhya Pradesh,
Tamil Nadu, Uttar Pradesh,
Uttarakhand, West Bengal
2. | Advanced Open Training | Livelihood & Skill In various states such as Punjab, 600.00 636.87 636.87 636.87
in Painting Enhancement Madhya Pradesh, Kerala,
Program Karnataka, Gujarat, Rajasthan,
Andhra Pradesh, Delhi, Goa,
Puducherry,
Tamil Nadu, Maharashtra,
Telangana, U.P, Bihar, Odisha,
Uttarakhand, Haryana, Assam,
Himachal Pradesh, Chhatisgarh,
J&K, Jharkhand, West Bengal
3. Creation of Model Livelihood & Skill Hosur, Tamil Nadu 20.00 5.00 5.00 5.00
Training Centre with Enhancement
NSDC Program
Sub-total 650.00 665.43 665.43 665.43
1. Health Camp for Preventive Health Bawal 3.00 1.20 1.20 1.20
villagers Care & Sanitation
2. Providing Dust Bins Preventive Health Bawal 1.00 0.68 0.68 0.68
in village for Waste Care & Sanitation
collection
3. | AIDS Awareness Activity | Preventive Health Bawal 1.00 0.15 0.15 0.15
Care & Sanitation
4. Health Camps for Preventive Health Hosur 3.00 2.56 2.56 2.56
villagers Care & Sanitation
5. Construction of Girls Preventive Health Hosur 4.00 3.50 3.50 3.50
Toilet in High School Care & Sanitation
6. Health Camps for Preventive Health Lote 2.00 1.94 1.94 1.94
villagers in Awashi, Care & Sanitation
Pir Lote
7. | Deep Freezers to Govt. | Preventive Health Lote 6.00 453 453 4.53
of Maharashtra’s AIDS Care & Sanitation
Control Society
8. Health Camps for Preventive Health Jainpur 3.00 2.70 2.70 2.70
villagers Care & Sanitation
9. Construction of Toilets Preventive Health Jainpur 5.00 4.15 4.15 4.15
and Urinals in Deaf and | Care & Sanitation
Dumb School
10. | Health Camp for Preventive Health Sayakha 1.00 0.90 0.90 0.90
villagers Care & Sanitation
11. | Construction of Girls’ Preventive Health Goindwal Sahib 5.00 5.72 5.72 5.72
Toilets in Secondary Care & Sanitation
School
12. | Health camps near Preventive Health In 26 cities such as Bangalore, 25.00 18.96 18.96 18.96
Depots Care & Sanitation Gulbarga, Hyderabad, Chennai,
Indore, Akola, Nagpur, Muzaffarpur,
Durgapur, Faridabad, Raipur etc.
13. | Activities under Swachh | Preventive Health In various states such as Punjab, 130.00 138.15 138.15 138.15
Bharat Abhiyan Care & Sanitation Madhya Pradesh, Kerala,
Karnataka, Gujarat, Rajasthan,
Andhra Pradesh, Delhi, Goa,
Puducherry, Tamil Nadu,
Maharashtra, Telangana, U.P,, Bihar,
Odisha, Uttarakhand, Haryana,
Assam, Himachal Pradesh,
Chhatisgarh, J&K, Jharkhand, West
Bengal
Sub-total 189.00 185.14 185.14 185.14
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PROGRAM WISE CSR DETAILS 2017-18

Sr. | CSR Project / Sector in which Location of Projects / Amount Outlay |Actual Amount Cumulative |Actual Amount
No. | Activity Project is covered Programs (Budget) | Spentonthe| Expenditure| Spent : Direct
Project or Projects or Upto the or through
Program Wise Programs Reporting Agency
®in Lacs) ®in Lacs) Period (R in Lacs)
(R in Lacs)
C |1 Donation of 30 Nos. Rural Development/ | Bawal 3.00 1.52 1.52 1.52
Sewing Machine in Community
Fidadi village Development
2. | Installation of Solar Rural Development/ | Bawal 4.00 3.30 3.30 3.30
Plants at various villages | Community
such as Fidadi, Swraj, Development
Mazra, Ramgarh,
Bhagwanpur, Hasakha,
Budana, Budani
3. | Provision of Solar lights | Rural Development/ | Hosur 2.00 1.35 1.35 1.35
in the road sides in Community
Kothur village Development
4. Road repairing with Rural Development/ | Hosur 3.00 20.04 20.04 20.04
Paver Blocks for villagers | Community
in Moranapalli Development
5. Bus Pick up Sheds Rural Development/ | Lote 10.00 8.53 8.53 8.53
in Shivtar Khindwadi, Community
Gunade Tambad Wadi, Development
Saveni and Mani villages
6. | Assistance for Pipeline Rural Development/ | Lote 6.00 6.00 6.00 6.00
and pumps in Sakhar Community
village. Development
7. | Installation of Water Rural Development/ | Jainpur 2.00 0.81 0.81 0.81
Coolers in Akbarpur Community
Development
8. | Passengers Bus shed at | Rural Development/ | Jainpur 5.00 3.75 3.75 3.75
Kanpur road bus stand Community
Development
9. | Clothes washing Rural Development/ | Sayakha 3.00 1.90 1.90 1.90
common platform for Community
villagers in Aragama Development
10. | Bus Shelter in Aragama | Rural Development/ | Sayakha 5.00 4.30 4.30 4.30
and Ankot villages Community
Development
11. | Community Hall Rural Development/ | Sayakha 3.00 2.21 2.21 2.21
renovation in Aragama Community
Development
12. | Development of Sports Rural Development/ | Sayakha 3.00 2.25 2.25 2.25
complex for rural youth in | Community
Aragama Development
13. | Providing Benches and | Rural Development/ | Sayakha 1.00 1.03 1.03 1.03
other facilities for public | Community
in Juned village Development
14. | Boundary wall to the Rural Development/ | Sayakha 5.00 4.80 4.80 4.80
river to avoid flood Community
situation and other public | Development
facilities in Vilayat village
15. | Providing Public facilities | Rural Development/ | Sayakha 1.00 0.70 0.70 0.70
near Police Station Community
Development
16. | Development of Basic Rural Development/ | Mumbai 12.00 10.13 10.13 10.13
Skills of youth Community
Development
17. | Donation to Bhansali Rural Development/ | Mumbai 20.00 20.00 20.00 20.00
Trust, Mumbai Community
Development
Sub-total 88.00 92.62 92.62 92.62
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PROGRAM WISE CSR DETAILS 2017-18

Sr.
No.

CSR Project /
Activity

Sector in which
Project is covered

Location of Projects /
Programs

Amount Outlay
(Budget)
Project or
Program Wise
®in Lacs)

Actual Amount
Spent on the
Projects or
Programs

®in Lacs)

Cumulative
Expenditure
Upto the
Reporting
Period

(R in Lacs)

Actual Amount
Spent : Direct
or through
Agency

(R in Lacs)

Creative workshop
for Students in Govt.
School, Bawal

Promoting Education

Bawal

1.00

1.05

1.05

1.05

Providing Benches in
Gouvt. High School, Takri
village

Promoting Education

Bawal

2.00

154

154

Construction of Wall in
School in Mohanpur

Promoting Education

Bawal

2.00

2.50

2.50

Construction of
Boundary wall in School
in Mornapalli

Promoting Education

Hosur

141

141

1.41

Construction of Class
Room in Girls School in
Denkanikotta

Promoting Education

Hosur

6.40

6.40

6.40

Construction of Science
Lab in School in Kothur

Promoting Education

Hosur

13.44

13.44

13.44

Construction of Class
room in Chiveli

Promoting Education

Lote

6.00

Distribution of
Educational Material,
such as School Bags,
Note books and other
Educational Material in
School at Lalpur village

Promoting Education

Jainpur

Levelling with paver
blocks, Donation of
Copier cum scanning
cum print machine;
donation of sports
material and Water
cooler in Primary
School, Juned.

Promoting Education

Sayakha

5.00

4.24

4.24

424

10.

Renovation of Pre-
Primary School building
in Saladra village

Promoting Education

Sayakha

2.10

11.

Construction of
compound wall in
School in Saladra

Promoting Education

Sayakha

4.00

3.29

3.29

3.29

12.

Renovation of class
rooms in Primary
School in Aragama

Promoting Education

Sayakha

2.50

13.

Donation for Water
fetching motor, Shed
Development, Levelling
of Ground, Flooring in
Primary School, Ankot

Promoting Education

Sayakha

2.14

14.

Renovation of Hall used
for common gathering /
dining in Secondary
School

Promoting Education

Goindwal Sahib

17.00

15.00

15.00

15.00

15.

Donation to Dayanand
Balika School, Matunga

Promoting Education

Mumbai

3.00

3.00

3.00

3.00

Sub-total

73.00

65.79

65.79

65.79

Developing Area in and
around Dadar Station
(Central)

Ensuring
Environmental
Sustainability

Mumbai

20.00

8.40

8.40

8.40

Development of Parks in
nearby villages

Ensuring
Environmental
Sustainability

Bawal

10.00

12.17

12.17

12.17

Painting in Community
Centre at Jaliavas

Ensuring
Environmental
Sustainability

Bawal

1.00

0.91
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Sr. | CSR Project / Sector in which Location of Projects / Amount Outlay |Actual Amount Cumulative |Actual Amount
No. | Activity Project is covered Programs (Budget) | Spentonthe| Expenditure| Spent: Direct
Project or Projects or Upto the or through
Program Wise Programs Reporting Agency
®in Lacs) ®in Lacs) Period (R in Lacs)
(R in Lacs)
4. Providing Tree Guards Ensuring Bawal 2.00 1.47 1.47 1.47
in Naichana Environmental
Sustainability
5. Development of Green Ensuring Bawal 3.00 3.00 3.00 3.00
Belt in Bawal Environmental
Sustainability
6. Painting of Govt. School, | Ensuring Bawal 1.00 0.15 0.15 0.15
Shulkha Environmental
Sustainability
7. | Painting of Govt. Girls’ Ensuring Bawal 2.00 2.67 2.67 2.67
School, Bawal Environmental
Sustainability
8. Plantation of saplings Ensuring Hosur 1.00 0.65 0.65 0.65
on the road sides in Environmental
Mornapalli village Sustainability
9. Development and Ensuring Hosur 2.00 2.35 2.35 2.35
maintenance of Park in Environmental
Mornapalli Sustainability
10. | Green Belt Development | Ensuring Hosur 1.00 0.68 0.68 0.68
in Hosur Environmental
Sustainability
11. | Green belt development | Ensuring Lote 3.00 2.83 2.83 2.83
in Awashi Environmental
Sustainability
12. | Painting of School in Ensuring Lote 5.00 11.00 11.00 11.00
Gunade Environmental
Sustainability
13. | Painting of Shri Shiv Ensuring Lote 1.00 1.10 1.10 1.10
Shankar School, Environmental
Kulvandi Sustainability
14. | Green belt development | Ensuring Jainpur 1.00 0.58 0.58 0.58
in Jainpur Environmental
Sustainability
15. | Tree Plantation in Ensuring Sayakha 2.00 1.58 1.58 1.58
Aragama, Vorasamni & | Environmental
Saladra villages Sustainability
16. | Green Belt Development | Ensuring Sayakha 3.00 3.03 3.03 3.03
in Sayakha Environmental
Sustainability
17. | Painting under Ensuring Vidarbha 10.00 10.99 10.99 10.99
Gouvt's Village Social Environmental
Transformation forum Sustainability
18. | Painting of entire village, | Ensuring Rajasthan 7.00 5.94 5.94 5.94
Sarhetta Environmental
Sustainability
Sub-total 75.00 69.50 69.50 69.50
1. | Painting of Somnath Restoration of Somnath, Gujarat 25.00 25.00 25.00 25.00
Temple, Gujarat Buildings and
Sites of Historical
Importance
Sub-total 25.00 25.00 25.00 25.00
Grand Total 1100.00 1103.48 1103.48 1103.48

Implementing Agencies for CSR activities:

o g rwN R

Preksha Foundation, Indore

Labournet, Bangalore

State Bank of India — through its Rural Self Employment Training Institutes

Max Mudra, Mumbai
Rotary Club, Chiplun
Interspace India, Mumbai
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Annexure 2 to the Board’s Report

1.

Details pertaining to remuneration as required under Section 197(12) of the Companies Act, 2013 read with
Rule 5(1) of the Companies (Appointment and Remuneration of Managerial Personnel) Rules, 2014:

(i) The ratio of the remuneration of each Director to the Median Remuneration of the Employees of the Company
for the Financial Year 2017-18 and

(i) The percentage increase in remuneration of each Director, Chief Financial Officer, Chief Executive Officer,
Company Secretary or Manager, if any, in the Financial Year.

Sr. Name of Director / KMP and Designation Remuneration | Percentage increase Ratio of

No. of Director / KMP | in Remuneration for Remuneration of

for Financial Year the Financial Year each Director /

2017-18 2017-18 | KMP to the Median

® in Lacs) Remuneration of

Employees

1. Mr. P. P. Shah 36.30 # 5.69
Chairman

(Non-Executive and Independent Director)

2. Mr. D. M. Kothari 50.30 # 7.88
Vice Chairman @
(Non-Executive and Independent Director)

3. Mr. H. M. Bharuka 600.60 11.02 94.14
Vice Chairman and Managing Director @

4. Mr. P. D. Chaudhari 194.79 3.74 30.53
Whole-time Director

5. Mr. N. N. Tata 31.40 # 4.92
(Non-Executive and Independent Director)

6. Mr. M. Tanaka * * *
Non-Executive Director

7. Mr. H. Furukawa * * *
Non-Executive Director

8. Mrs. Brinda Somaya 15.70 # 2.46
(Non-Executive and Independent Director)

9. Mr. K. Kato * * *
Non-Executive Director

10. Mr. P. D. Pai 78.56 3.61 12.31
Chief Financial Officer

11. Mr. G. T. Govindarajan 50.17 6.08 7.86
Company Secretary

Remuneration for the purpose of the computation above in the case of Vice Chairman and Managing Director, Whole-time
Director and other Key Managerial Personnel (KMP) is considered as the income earned during the financial year 2017-18
which is reflected in the Income-tax Computation Sheet as “Gross Income” (inclusive of perquisites) together with the Company’s
Contribution to Provident Fund and Superannuation Fund. The remuneration to Mr. P. D. Chaudhari as shown above does not
include Gratuity and Leave encashment paid to him at the time of separation on 31st March, 2018.

# Almost the same as in Financial Year 2016-17.

* Mr. M. Tanaka, Mr. H. Furukawa and Mr. K. Kato did not receive any sitting fees for attending Board Meetings, nor were they
paid any commission.

@ Mr. D. M. Kothari was the Vice Chairman of the Company upto close of business on 2nd May, 2017.

Mr. H. M. Bharuka was Managing Director of the Company upto 2nd May, 2017. He was designated as Vice Chairman and
Managing Director with effect from 3rd May, 2017.

L
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(i) The Median Remuneration of Employees (MRE) of the Company is X 6,37,967 for the Financial Year 2017-18.
The MRE for the year increased by 7.62% compared to the previous financial year.

(iv) The number of permanent employees on the rolls of the Company is 2861 as on March 31, 2018.

(v) Average percentage increase made in the salaries of employees other than key managerial personnel in
the last Financial Year was 7.43%. The percentage increase in remuneration of key managerial personnel
was 8.48%. The increase in remuneration is determined based on the performance by the employees of
the Company.

(vi) Itis hereby affirmed that the remuneration paid is as per the Remuneration Policy of the Company.

2. Statement pursuant to Section 197(12) of the Companies Act, 2013 read with Rule 5(2) of the Companies
(Appointment and Remuneration of Managerial Personnel) Rules, 2014.
Sr. Name Designation / Remu- Qualification Experi- Date of Age Last Employment Held
No. Nature of Duties neration ence Commence- (in _ :
®) (in ment of years) Name of the Designation held
years) Employment Employer
(A)  Employed throughout the Financial Year under review and in receipt of remuneration for the Financial Year in the aggregate of not less than X 1,02,00,000 per annum.
1. Mr. H. M. Bharuka Vice Chairman and 6,00,60,417 B.Com., AICWA 37 01.10.1985 57 Rohit Pulp and Manager — Costing
Managing Director Paper Mills Ltd.

2. Mr. P. D. Chaudhari Executive Director — 1,94,78,600 B.E., MMS 25 14.06.1993 49 Bharat Bijlee Ltd. Graduate
Manufacturing & Apprentice
Technical

3. Mr. Anuj Jain Director — Decorative ~ 1,25,37,800 B.Sc., MMS 27 04.06.1990 49 First Employment -
and Industrial Sales (Mktg.)
& Marketing

(B) Employed for the part of the Financial Year under review and in receipt of remuneration at the rate of not less than X 8,50,000/- per month : None.

Notes:

1. The appointment is as per the contract/letter of appointment. Other terms and conditions as per Company’s rules.

2. Remuneration as mentioned above comprises of Salary, Commission, Company’s contribution to Provident fund & Superannuation, House Rent Allowance, Leave
Travel Allowance and Other Perquisites and Allowances but excludes Gratuity. The remuneration to Mr. P. D. Chaudhari as shown above does not include Gratuity and
Leave encashment paid to him at the time of separation on 31st March, 2018.

3. There was no employee either throughout the financial year or part thereof who was in receipt of remuneration which in the aggregate was in excess of that drawn
by the Managing Director or Whole-time Director and who held by himself or alongwith his spouse or dependent children two percent of the Equity Shares of the
Company.

4. None of the above employees is a relative of any Director of the Company.

For and on behalf of the Board
P. P. Shah
Mumbai, 2nd May, 2018 Chairman
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Annexure 3 to the Board’s Report

(A) Conservation of Energy

As part of our agenda of migrating towards Renewable sources of Energy, both in Heat and Power, we have adopted
various measures which have helped increase our Green foot print, thereby reducing our dependency on fossil fuels
as well as keeping our Energy costs under control.

1)

(@)

3)

Steps taken or impact on conservation of energy

Energy efficient Lighting:

As a Technology upgrade, we have switched over conventional Metal Halide/CFL/FTL lighting systems to
Energy Efficient LED Lighting systems in continuation of the initiative taken in FY16-17. With this upgrade we
have accrued Energy cost savings of ¥ 50 Lacs in FY17-18.

Steps taken by the Company for utilizing alternate sources of energy:

i)
i)
ii)

iv)

Installation and commissioning of “Thermic fluid steam generator” at Lote.
Increase in capacity utilization of Thermic fluid heater VTRG 30 at Hosur.
Installation and commissioning of Captive Solar Power plants across locations.

Installation and commissioning of SOLA TUBES across locations.

Details as below:

)

i)

ii)

iv)

Installation and commissioning of “Thermic fluid steam generator” at Lote:

Through this initiative, we have shifted our Resin process Steam demand on Biomass which was earlier
on High Speed Diesel. With this in place, the steam requirements for Resin processing are catered
through “Thermic Fluid Steam Generator” with Biomass as fuel thereby enhancing capacity utilization of
Biomass Heater as well as eliminating Diesel consumption in existing RX Boilers.

Increase in capacity utilization of Thermic fluid heater VTRG 30 at Hosur:

As part of this project we are now generating heat for Acrylic and CED Resin processing, through
Thermax operated Solid Fuel fired Heater VTRG 30 with Biomass as fuel which was earlier catered
through diesel fired TP-10 Thermopacs. This has helped in enhancing the capacity utilization of Biomass
Heater in turn eliminating the diesel consumption in existing 2 numbers TP-10 Thermopacs at Hosur.

Captive Green Power through roof top Solar Power plant across locations:

We have installed and commissioned 2640 KW roof top Solar Power plants across manufacturing
locations. Through this, we will be generating around 39 Lacs units per annum through Solar Power
which is equivalent to around 14 Lacs kg of Carbon dioxide emissions reduction. Through this we have
reduced our dependency on Grid Power. Of the total power requirements across locations, we would now
cater around 13% of our Power requirements through Green Energy.

Installation and commissioning of SOLA TUBES:

We have installed and commissioned SOLA TUBES across locations equivalent to 23 KW load, with
an approximate units generation of 8700 KWH/month. Through this we are utilizing Solar radiations for
meeting ware house/shop floor lighting loads, thereby reducing our dependency on Grid Power.

Capital investment on energy conservation equipment: ¥ 12.2 Crores.

s
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(B) Technology Absorption
1. The efforts made towards technology absorption:
Following activities carried out in Research and Development—
— Development of new products for Automotive, Performance Coatings and Decorative segments
— Innovative shade development for OEM industry
— Upgradation of processes for cycle time reduction and energy saving
— Localization of intermediates for Automotive Coatings
—  Green initiatives
— Formulation optimization by value engineering
— Import substitution of raw materials

— Joint projects with vendor for mutual benefit

2. The benefits derived like product improvement, cost reduction, product development or import substitution:
— Nerofix adhesive for wooden surfaces
—  Excel rainguard water proof primer
— Fast drying pigmented PU wood finish variants, Primer, Matt & Glossy, product
— Universal sealer for interior & exterior application
— High performance 3 Coat 1 Back primer
— High durable PU Monocoat system for tractor chassis & sheet metal parts
—  Super Durable Stoving Top Coat for four wheeler & tractor industry
—  Epoxy Primer for Bus Body
— High Solid Clear Coat meeting multiple re-coat adhesion requirement
— Mono coat metallic paint for two wheeler industry
— Common low bake paint for metal and plastic for two wheeler industry
— Low Cure PU CED Clear
— Anti-static floor coating
— Anti-carbonation coating
—  Super durable coating for clean room partition based on dry-blending technology

— Rebar Coating
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3. In case of imported technology (imported during last three years reckoned from the beginning of the

financial year):

a. Details of technology imported

Particulars Year of Import
1. | Monocoat metallic base coats successfully absorbed for two wheeler industry 2015-16
2. | 1K Super Anti Corrosive Primer 2016-17
3. | Acrylic and Epoxy RED CED 2016-17
4. | Super Durable Aluminum Extrusion 2016-17
5. | High Performance 3C-1B Primer 2017-18
6. | Special 3210 Conductive Primer for four wheeler customers 2017-18
7. | Resin for Monocoat Metallic Paint System 2017-18

b.  Whether the technology has been fully absorbed: The same has been fully absorbed.

c. If not fully absorbed, areas where absorption has not taken place, and reasons thereof— The technology

has been fully absorbed.

(C) Expenditure on R & D:

(T in Crores)

2017-2018 2016-2017
(@) Capital 0.55 5.87
(b) Recurring 24.34 23.12
(c) Total 24.89 28.99

(D) Foreign Exchange earned in terms of actual inflows during the year and foreign exchange outgo during the

year in terms of actual outflows

Details of expenditure in foreign exchange are given in Notes 27.1 and 31.3 and earnings in foreign exchange are

given in Note 25.1 of Notes to Financial Statements.

For and on behalf of the Board

Mumbai, 2nd May, 2018

P. P. Shah
Chairman
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Annexure 4 to the Board’s Report

Form No. MGT-9
EXTRACT OF ANNUAL RETURN
as on the financial year ended on 31st March, 2018
[Pursuant to Section 92(3) of the Companies Act, 2013 and Rule 12(1) of the
Companies (Management and Administration) Rules, 2014]

. REGISTRATION AND OTHER DETAILS:

0] CIN : L24202MH1920PLC000825

(i)  Registration Date : 2nd September, 1920

(i)  Name of the Company :  Kansai Nerolac Paints Limited

(iv) Category / Sub-Category of the Company : Public Company / Limited by Shares.

(v)  Address of the Registered office and . ‘Nerolac House’, Ganpatrao Kadam Marg,
contact details Lower Parel, Mumbai-400 013

Ph. +91 22 24934001 * Fax: +91 22 24973704
Website: www.nerolac.com

(vi)  Whether listed company : Yes
(vii)  Name, Address and Contact details of . TSR Darashaw Limited
Registrar and Transfer Agent 6-10, Haji Moosa Patrawala Industrial Estate,

Near Famous Studio, 20, Dr. E. Moses Road,
Mahalaxmi (W), Mumbai 400 011

Tel.: +91 22 65568484 » Fax: +91 22 66568494
E-mail: csg-unit@tsrdarashaw.com

II.  PRINCIPAL BUSINESS ACTIVITIES OF THE COMPANY:
All the business activities contributing 10% or more of the total turnover of the company shall be stated:

Sr. | Name and Description of | NIC Code of the Product/Service % to total turnover of the Company
No. | main products/services

1. Paints 20221 100%

2. — — —

3. — — —

lll.  PARTICULARS OF HOLDING, SUBSIDIARY AND ASSOCIATE COMPANIES:

Sr. | Name and Address of the CIN/GLN PAN Holding / % of Shares | Applicable

No. | Company Subsidiary / held Section
Associate

1. Kansai Paint Co. Ltd., Japan 1400-01-048243 | AADCKO0435B | Holding 74.99 2(46)

6-14, Imabashi 2 — Chome, Chuo-Ku,
Osaka 541-8523, Japan.

2. KNP Japan Pvt. Ltd. (formerly known | 20268/059/60 — Subsidiary 68.00 2(87)
as Kansai Paints Nepal Pvt. Ltd.)
Adarsh Nagar, Ward No. 13, Birganj,
Nepal-44301.

3. Kansai Paints Lanka (Private) Ltd. PV 107458 — Subsidiary 60.00 2(87)
No. 146, Dawson Street,
Colombo-02.
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IV. SHAREHOLDING PATTERN: (Equity Share Capital Breakup as percentage of Total Equity)
i) Category-wise Shareholding:

Category of Shareholders No. of Shares held at the beginning of the year No. of Shares held at the end of the year 9% change
Demat Physical Total % of Total Demat Physical Total % of Total during the
Shares Shares year

A. Promoters

(1) Indian

€

Individuals / Hindu Undivided Family — — — — — — — — _

(b) Central Government — — — — — — — — _

(c) State Government(s) — — — — — — — — _

(d) Bodies Corporate — — —_ —_ — — — — —

(e) Financial Institutions / Banks — — —_ —_ — — — — —

(f) Any Other (Trust) — — — — — — — — _

Sub-total (A) (1):- — — — — — — — — _

(2

Foreign

(a) NRIs - Individuals — — — — — — — — —

(b) Other - Individuals — — — — — — — — _

(c) Bodies Corporate. 40,41,35,898 0| 40,41,35,898 74.99 | 40,41,35,898 0| 40,41,35,898 74.99 0.00

(d) Banks/FI — — — — — — — — _

(e) Qualified Foreign Investor — — —_ —_ — — — — —

(f) Any Other (specify) — — —_ —_ — — — — —

Sub-total (A) (2):- | 40,41,35,898 0| 40,41,35,898 74.99 | 40,41,35,898 0| 40,41,35,898 74.99 0.00
Total Shareholding of Promoter
(A) = (A) (1) + (A)(2) | 40,41,35,898 0| 40,41,35,898 74.99 | 40,41,35,898 0| 40,41,35,898 74.99 0.00
B. Public Shareholding
(1) Institutions
(a) Mutual Funds 1,43,39,785 12,320 | 1,43,52,105 2.66 | 2,38,73,937 13,150 | 2,38,87,087 4.43 1.77
(b) Financial Institutions / Banks 51,388 0 51,388 0.01 74,478 0 74,478 0.01 0.00

(c) Central Government — — —_ —_ — — — — —

(d) State Government(s) — — — — — — — — —

(e) Venture Capital Funds — — — —_ —_ — — — —

(f) Insurance Companies 2,50,12,564 0| 25012564 464 | 2,51,95166 0| 25195166 4.68 0.04
(g) Foreign Institutional Investors 55,62,311 0 55,62,311 1.03 25,690 0 25,690 0.00 -1.03
(h) Foreign Venture Capital Funds — — — — — — — — —
(i) Foreign Portfolio Investors (Corporate) 3,36,68,608 0| 3,36,68,608 6.25 | 3,32,58,702 0| 3,32,58,702 6.17 -0.08
(i-1) Any Other (Alternate Investment Funds) 0 0 0 0.00 16,11,915 — 16,11,915 0.30 0.30
Sub-total (B) (1):- | 7,86,34,656 12,320 | 7,86,46,976 14.59 | 8,40,39,888 13,150 | 8,40,53,038 15.60 1.01
(2) Non-Institutions
(a) Bodies Corporate
@) Indian 68,54,401 51,200 69,05,601 1.28 37,62,590 48,590 38,11,180 0.71 -0.57

(i) Overseas — — —_ —_ — — — — —

(b) Individuals

(i) Individual shareholders holding
nominal share capital upto X 1 lakh 3,31,25,624 41,54,600 | 3,72,80,224 6.92 | 3,18,01,925 37,61,380 | 3,55,63,305 6.60 -0.32

(i) Individual shareholders holding
nominal share capital in excess of

% 1 lakh 78,26,841 3,02,840 81,29,681 151 82,36,855 3,02,840 85,39,695 1.58 0.07
(c) Any Other (specify)
(i) Non Resident Indians 13,76,573 22,400 13,98,973 0.26 13,84,346 22,400 14,06,746 0.26 0.00

(i) Overseas Corporate Bodies — — — — — — — — _

(iii) Foreign Nationals — — — — — — — — —

(iv) Clearing Members 8,41,709 0 8,41,709 0.16 5,89,704 0 5,89,704 0.11 -0.05
(v) Trusts 5,07,386 0 5,07,386 0.09 4,00,719 0 4,00,719 0.07 -0.02
(vi) Foreign Bodies — — — — — — — — —
(vii) Unclaimed Suspense Account 3,12,150 0 3,12,150 0.06 2,69,730 0 2,69,730 0.05 -0.01
(viii) NBFC's 7,61,122 0 7,61,122 0.14 1,49,705 0 1,49,705 0.03 -0.11
Sub-total (B) (2):- | 5,16,05,806 45,31,040 | 5,61,36,846 10.42 | 4,65,95574 41,35,210 | 5,07,30,784 9.41 -1.01

Total Public Shareholding
(B)=(B) (1) +(B) (2) | 13,02,40,462 45,43,360 | 13,47,83,822 25.01 | 13,06,35,462 41,48,360 | 13,47,83,822 25.01 0.00

C. Shares held by Custodians and against

which Depository Receipts have been issued — — — — — — — — —
Grand Total (A+B+C) | 53,43,76,360 45,43,360 | 53,89,19,720 100.00 | 53,47,71,360 41,48,360 | 53,89,19,720 100.00 0.00
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(i) Shareholding of Promoters:
Sr. , Sharehpldl_ng at the Shareholding at the end of
No. | Shareholder’s Name beginning of the vear 0 .
the year y % chan%e in
share
No. of Shares % of total | No. of Shares % of total | % of Shares holdin
Shares Shares Pledged/ ; 9
9 during the
of the of the | encumbered year
Company Company to total
shares
1. Kansai Paint Co. Ltd. 40,41,35,898 74.99| 40,41,35,898 74.99 — 0.00
Total 40,41,35,898 74.99| 40,41,35,898 74.99 — 0.00
(i) Change in Promoters’ Shareholding:
Sr. No. | Name of the Shareholder Shareholding at the beginning of Cumulative Shareholding
the year (01-04-2017) / At the end during the year (01-04-2017 to
of the year (31-03-2018) Increase/ 31-03-2018)
o Date Reason Decrease in o
No. of Shares % of total shareholding No. of Shares % of total
Shares of the Shares of the
Company Company
1. Kansai Paint Co. Ltd.
At the beginning of the year 40,41,35,898 74.99 01.04.2017 | — 40,41,35,898 74.99
At the end of the year 40,41,35,898 74.99 31.03.2018 | — 0 40,41,35,898 74.99
(iv) Shareholding Pattern of Top Ten Shareholders (other than Directors, Promoters and Holders of GDRs and ADRS):
Sr. No. | Name of the Shareholders Shareholding at the beginning Cumulative Shareholding
of the year (01-04-2017) / At the during the year (01-04-2017
end of the year (31-03-2018) Increase/ to 31-03-2018)
o Date Reason Decrease in o
No. of Shares % of total Shareholding No. of Shares % of total
Shares of the Shares of the
Company Company
1. Aberdeen Asset Management —
Asia Limited
At the beginning of the year 1,67,34,630 3.11 01.04.2017 1,67,34,630 3.11
28.04.2017 Sale -5,56,000 1,61,78,630 3.00
05.05.2017 Sale -1,03,267 1,60,75,363 2.98
05.05.2017 Purchase 1,75,091 1,62,50,454 3.02
12.05.2017 Sale -42,733 1,62,07,721 3.01
12.05.2017 Purchase 1,24,909 1,63,32,630 3.03
19.05.2017 Sale -84,159 1,62,48,471 3.02
26.05.2017 Sale -1,294 1,62,47,177 3.01
09.06.2017 Sale -22,967 1,62,24,210 3.01
14.06.2017 Sale -11,580 1,62,12,630 3.01
23.06.2017 Sale -1,367 1,62,11,263 3.01
30.06.2017 Sale -1,356 1,62,09,907 3.01
07.07.2017 Sale -1,825 1,62,08,082 3.01
21.07.2017 Sale -1,90,000 1,60,18,082 2.97
04.08.2017 Sale -1,70,000 1,58,48,082 2.94
25.08.2017 Sale -58,607 1,57,89,475 2.93
01.09.2017 Sale -2,16,393 1,55,73,082 2.89
08.09.2017 Sale -59,100 1,55,13,982 2.88
15.09.2017 Sale -2,44,498 1,52,69,484 2.83
22.09.2017 Sale -1,41,373 1,51,28,111 2.81
29.09.2017 Sale -1,33,250 1,49,94,861 2.78
06.10.2017 Sale -3,25,377 1,46,69,484 2.72
27.10.2017 Sale -1,40,000 1,45,29,484 2.70
03.11.2017 Sale -2,55,000 1,42,74,484 2.65
01.12.2017 Sale -1,23,000 1,41,51,484 2.63
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Sr. No. | Name of the Shareholders Shareholding at the beginning Cumulative Shareholding
of the year (01-04-2017) / At the during the year (01-04-2017
end of the year (31-03-2018) Increase/ to 31-03-2018)
Date Reason Decrease in
No. of Shares % of total Shareholding No. of Shares % of total
Shares of the Shares of the
Company Company
08.12.2017 Sale -1,07,000 1,40,44,484 2.61
15.12.2017 Sale -3,04,637 1,37,39,847 2.55
22.12.2017 Sale -1,05,000 1,36,34,847 2.53
29.12.2017 Sale -1,47,300 1,34,87,547 2.50
05.01.2018 Sale -52,700 1,34,34,847 2.49
02.02.2018 Purchase 11,580 1,34,46,427 2.50
09.02.2018 Purchase 15,017 1,34,61,444 2.50
23.02.2018 Sale -4,041 1,34,57,403 2.50
23.02.2018 Purchase 9,974 1,34,67,377 2.50
02.03.2018 Sale -12,965 1,34,54,412 2.50
02.03.2018 Purchase 22,113 1,34,76,525 2.50
09.03.2018 Purchase 1,54,615 1,36,31,140 2.53
16.03.2018 Sale -10,160 1,36,20,980 2.53
23.03.2018 Sale -1,24,000 1,34,96,980 2.50
30.03.2018 Sale -3,26,000 1,31,70,980 2.44
31.03.2018 — 0 1,31,70,980 2.44
At the end of the year 1,31,70,980 2.44
2. Aditya Birla Sun Life Trustee
Private Limited Account
At the beginning of the year 54,87,131 1.02 01.04.2017 54,87,131 1.02
07.04.2017 Sale -69,850 54,17,281 1.01
07.04.2017 Purchase 69,850 54,87,131 1.02
12.05.2017 Purchase 55,000 55,42,131 1.03
09.06.2017 Purchase 20,000 55,62,131 1.03
16.06.2017 Purchase 34,000 55,96,131 1.04
28.07.2017 Purchase 4,94,500 60,90,631 1.13
04.08.2017 Sale -378 60,90,253 1.13
04.08.2017 Purchase 5,04,286 65,94,539 1.22
11.08.2017 Purchase 1,45,677 67,40,216 1.25
01.09.2017 Purchase 2,00,100 69,40,316 1.29
08.09.2017 Purchase 4,38,300 73,78,616 1.37
15.09.2017 Sale -11,140 73,67,476 1.37
15.09.2017 Purchase 11,140 73,78,616 1.37
17.11.2017 Purchase 5,04,000 78,82,616 1.46
24.11.2017 Purchase 2,02,500 80,85,116 1.50
01.12.2017 Sale -564 80,84,552 1.50
22.12.2017 Purchase 2,33,000 83,17,552 1.54
05.01.2018 Purchase 1,55,469 84,73,021 1.57
12.01.2018 Sale -336 84,72,685 1.57
12.01.2018 Purchase 336 84,73,021 1.57
02.02.2018 Sale -2,36,300 82,36,721 1.53
09.02.2018 Sale -40,500 81,96,221 1.52
09.02.2018 Purchase 2,77,006 84,73,227 1.57
30.03.2018 Purchase 75,000 85,48,227 1.59
31.03.2018 — 0 85,48,227 1.59
At the end of the year 85,48,227 1.59
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Sr.No. | Name of the Shareholders Shareholding at the beginning Cumulative Shareholding
of the year (01-04-2017) / At the during the year (01-04-2017
end of the year (31-03-2018) Increase/ to 31-03-2018)
Date Reason Decrease in
No. of Shares % of total Shareholding No. of Shares % of total
Shares of the Shares of the
Company Company
3. ICICI Prudential Life Insurance
Company Limited
At the beginning of the year 1,14,49,719 2.12 01.04.2017 1,14,49,719 2.12
07.04.2017 Sale -3,14,787 1,11,34,932 2.07
14.04.2017 Sale -1,51,730 1,09,83,202 2.04
21.04.2017 Sale -1,05,696 1,08,77,506 2.02
28.04.2017 Purchase 33 1,08,77,539 2.02
12.05.2017 Sale -6,72,887 1,02,04,652 1.89
19.05.2017 Purchase 90 1,02,04,742 1.89
26.05.2017 Sale -73,549 1,01,31,193 1.88
02.06.2017 Sale -30,493 1,01,00,700 1.87
09.06.2017 Sale -76,946 1,00,23,754 1.86
14.06.2017 Sale -7,078 1,00,16,676 1.86
16.06.2017 Purchase 7,274 1,00,23,950 1.86
21.06.2017 Purchase 4,192 1,00,28,142 1.86
23.06.2017 Purchase 3,150 1,00,31,292 1.86
30.06.2017 Purchase 6,381 1,00,37,673 1.86
07.07.2017 Sale -46,558 99,91,115 1.85
14.07.2017 Sale -10,613 99,80,502 1.85
21.07.2017 Sale -71,484 99,09,018 1.84
28.07.2017 Sale -4,54,080 94,54,938 1.75
04.08.2017 Sale -10,268 94,44,670 1.75
11.08.2017 Sale -5,223 94,39,447 1.75
18.08.2017 Sale -81,583 93,57,864 1.74
25.08.2017 Purchase 1,163 93,59,027 1.74
01.09.2017 Sale -6,67,239 86,91,788 1.61
01.09.2017 Purchase 4,57,447 91,49,235 1.70
08.09.2017 Sale -84,645 90,64,590 1.68
15.09.2017 Sale -16,078 90,48,512 1.68
22.09.2017 Sale -50,345 89,98,167 1.67
29.09.2017 Purchase 5,973 90,04,140 1.67
06.10.2017 Purchase 58,429 90,62,569 1.68
13.10.2017 Purchase 5,120 90,67,689 1.68
20.10.2017 Purchase 806 90,68,495 1.68
27.10.2017 Purchase 2,257 90,70,752 1.68
31.10.2017 Purchase 2,457 90,73,209 1.68
03.11.2017 Purchase 91,618 91,64,827 1.70
10.11.2017 Purchase 28,023 91,92,850 1.71
17.11.2017 Purchase 3,030 91,95,880 1.71
24.11.2017 Purchase 1,814 91,97,694 1.71
01.12.2017 Purchase 2,808 92,00,502 1.71
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Sr.No. | Name of the Shareholders Shareholding at the beginning Cumulative Shareholding
of the year (01-04-2017) / At the during the year (01-04-2017
end of the year (31-03-2018) Increase/ to 31-03-2018)
Date Reason Decrease in
No. of Shares % of total Shareholding No. of Shares % of total
Shares of the Shares of the
Company Company
08.12.2017 Sale -98,255 91,02,247 1.69
15.12.2017 Sale -616 91,01,631 1.69
22.12.2017 Sale -5,31,851 85,69,780 1.59
29.12.2017 Purchase 1,694 85,71,474 1.59
05.01.2018 Purchase 86,483 86,57,957 1.61
12.01.2018 Purchase 1,082 86,59,039 1.61
19.01.2018 Sale -4,57,447 82,01,592 1.52
19.01.2018 Purchase 457,447 86,59,039 1.61
26.01.2018 Purchase 1,827 86,60,866 1.61
02.02.2018 Purchase 4,772 86,65,638 1.61
09.02.2018 Sale -96,159 85,69,479 1.59
16.02.2018 Sale -48,020 85,21,459 1.58
23.02.2018 Sale -1,08,782 84,12,677 1.56
02.03.2018 Purchase 1,08,817 85,21,494 1.58
09.03.2018 Sale -36,267 84,85,227 1.57
16.03.2018 Sale -86,454 83,98,773 1.56
23.03.2018 Purchase 1,467 84,00,240 1.56
30.03.2018 Purchase 87,102 84,87,342 1.57
31.03.2018 — 0 84,87,342 1.57
At the end of the year 84,87,342 157
4. The New India Assurance
Company Limited
At the beginning of the year 58,20,199 1.08 01.04.2017 58,20,199 1.08
02.06.2017 Sale -10,871 58,09,328 1.08
09.06.2017 Sale -82,448 57,26,880 1.06
14.06.2017 Sale -52,498 56,74,382 1.05
16.06.2017 Sale -26,787 56,47,595 1.05
21.06.2017 Sale -69,000 55,78,595 1.04
11.08.2017 Sale -1,03,200 54,75,395 1.02
18.08.2017 Sale -69,100 54,06,295 1.00
25.08.2017 Sale -7,403 53,98,892 1.00
15.09.2017 Sale -71,317 53,27,575 0.99
22.09.2017 Sale -78,469 52,49,106 0.97
29.09.2017 Sale -1,407 52,47,699 0.97
06.10.2017 Sale -54,457 51,93,242 0.96
13.10.2017 Sale -93,317 50,99,925 0.95
20.10.2017 Sale -61,264 50,38,661 0.93
15.12.2017 Sale -63,645 49,75,016 0.92
22.12.2017 Sale -1,36,355 48,38,661 0.90
31.03.2018 — 0 48,38,661 0.90
At the end of the year 48,38,661 0.90
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Sr. No. | Name of the Shareholders Shareholding at the beginning Cumulative Shareholding
of the year (01-04-2017) / At the during the year (01-04-2017
end of the year (31-03-2018) Increase/ to 31-03-2018)
Date Reason Decrease in
No. of Shares % of total Shareholding No. of Shares % of total
Shares of the Shares of the
Company Company
5. HDFC Standard Life Insurance
Company Limited
At the beginning of the year 30,33,881 0.56 01.04.2017 30,33,881 0.56
07.04.2017 Purchase 1,02,251 31,36,132 0.58
14.04.2017 Sale -1,466 31,34,666 0.58
21.04.2017 Sale -350 31,34,316 0.58
28.04.2017 Sale -1,003 31,33,313 0.58
05.05.2017 Purchase 50,000 31,83,313 0.59
12.05.2017 Purchase 3,68,674 35,51,987 0.66
19.05.2017 Purchase 3,904 35,55,891 0.66
26.05.2017 Sale -35,55,891 0 0.00
26.05.2017 Purchase 35,83,830 35,83,830 0.67
09.06.2017 Purchase 2,647 35,86,477 0.67
16.06.2017 Purchase 11,608 35,98,085 0.67
21.06.2017 Purchase 54 35,98,139 0.67
14.07.2017 Sale -23,839 35,74,300 0.66
21.07.2017 Sale -450 35,73,850 0.66
21.07.2017 Purchase 4,902 35,78,752 0.66
18.08.2017 Purchase 7,113 35,85,865 0.67
25.08.2017 Purchase 1,350 35,87,215 0.67
01.09.2017 Sale -1,050 35,86,165 0.67
08.09.2017 Purchase 250 35,86,415 0.67
15.09.2017 Purchase 1,02,666 36,89,081 0.68
22.09.2017 Purchase 25,472 37,14,553 0.69
29.09.2017 Purchase 24,700 37,39,253 0.69
06.10.2017 Purchase 1,75,000 39,14,253 0.73
13.10.2017 Purchase 2,50,000 41,64,253 0.77
20.10.2017 Sale -28,981 41,35,272 0.77
03.11.2017 Sale -540 41,34,732 0.77
10.11.2017 Purchase 62,840 41,97,572 0.78
17.11.2017 Purchase 11,960 42,09,532 0.78
24.11.2017 Purchase 25,012 42,34,544 0.79
15.12.2017 Purchase 49,911 42,84,455 0.80
22.12.2017 Purchase 50,077 43,34,532 0.80
05.01.2018 Purchase 35,409 43,69,941 0.81
26.01.2018 Purchase 87,083 44,57,024 0.83
02.02.2018 Purchase 99,213 45,56,237 0.85
09.02.2018 Purchase 16,017 45,72,254 0.85
23.02.2018 Purchase 29,981 46,02,235 0.85
02.03.2018 Purchase 19,005 46,21,240 0.86
09.03.2018 Purchase 25,000 46,46,240 0.86
16.03.2018 Purchase 20,000 46,66,240 0.87
23.03.2018 Purchase 30,000 46,96,240 0.87
30.03.2018 Purchase 75,000 47,71,240 0.89
31.03.2018 — 0 47,71,240 0.89
At the end of the year 47,71,240 0.89
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Sr. No. | Name of the Shareholders Shareholding at the beginning Cumulative Shareholding
of the year (01-04-2017) / At the during the year (01-04-2017
end of the year (31-03-2018) Increase/ to 31-03-2018)
Date Reason Decrease in
No. of Shares % of total Shareholding No. of Shares % of total
Shares of the Shares of the
Company Company
6. Franklin Templeton Mutual Fund
Account
At the beginning of the year 28,21,373 0.52 01.04.2017 28,21,373 0.52
05.05.2017 Purchase 1,00,000 29,21,373 0.54
19.01.2018 Purchase 4,27,251 33,48,624 0.62
26.01.2018 Purchase 1,73,207 35,21,831 0.65
02.02.2018 Purchase 5,41,109 40,62,940 0.75
16.03.2018 Purchase 1,14,213 41,77,153 0.78
23.03.2018 Purchase 22,117 41,99,270 0.78
30.03.2018 Purchase 25,000 42,24,270 0.78
31.03.2018 — 0 42,24,270 0.78
At the end of the year 42,24,270 0.78
7. The Oriental Insurance
Company Limited
At the beginning of the year 43,10,416 0.80 01.04.2017 43,10,416 0.80
07.04.2017 Sale -27,500 42,82,916 0.79
14.04.2017 Sale -35,121 42,47,795 0.79
21.04.2017 Sale -12,379 42,35,416 0.79
28.04.2017 Sale -40,176 41,95,240 0.78
05.05.2017 Sale -32,324 41,62,916 0.77
12.05.2017 Sale -37,500 41,25,416 0.77
19.05.2017 Sale -10,000 41,15,416 0.76
02.06.2017 Sale -9,000 41,06,416 0.76
09.06.2017 Sale -46,039 40,60,377 0.75
14.06.2017 Sale -29,961 40,30,416 0.75
16.06.2017 Sale -12,869 40,17,547 0.75
21.06.2017 Sale -23,947 39,93,600 0.74
23.06.2017 Sale -13,000 39,80,600 0.74
30.06.2017 Sale -40,184 39,40,416 0.73
07.07.2017 Sale -26,164 39,14,252 0.73
14.07.2017 Sale -46,131 38,68,121 0.72
21.07.2017 Sale -49,705 38,18,416 0.71
28.07.2017 Sale -52,717 37,65,699 0.70
04.08.2017 Sale -50,076 37,15,623 0.69
11.08.2017 Sale -10,000 37,05,623 0.69
18.08.2017 Sale -15,000 36,90,623 0.68
25.08.2017 Sale -3,938 36,86,685 0.68
22.09.2017 Sale -20,751 36,65,934 0.68
06.10.2017 Sale -26,093 36,39,841 0.68
13.10.2017 Sale -33,907 36,05,934 0.67
20.10.2017 Sale -20,000 35,85,934 0.67
27.10.2017 Sale -3,551 35,82,383 0.66
03.11.2017 Sale -15,181 35,67,202 0.66
10.11.2017 Sale -20,000 35,47,202 0.66
17.11.2017 Sale -22,189 35,25,013 0.65
24.11.2017 Sale -22,811 35,02,202 0.65
01.12.2017 Sale -17,500 34,84,702 0.65
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Sr. No. | Name of the Shareholders Shareholding at the beginning Cumulative Shareholding
of the year (01-04-2017) / At the during the year (01-04-2017
end of the year (31-03-2018) Increase/ to 31-03-2018)
Date Reason Decrease in
No. of Shares % of total Shareholding No. of Shares % of total
Shares of the Shares of the
Company Company
08.12.2017 Sale -41,000 34,43,702 0.64
15.12.2017 Sale -35,534 34,08,168 0.63
22.12.2017 Sale -28,466 33,79,702 0.63
29.12.2017 Sale -19,935 33,569,767 0.62
05.01.2018 Sale -5,065 33,54,702 0.62
12.01.2018 Sale -19,910 33,34,792 0.62
19.01.2018 Sale -689 33,34,103 0.62
02.03.2018 Sale -45,000 32,89,103 0.61
09.03.2018 Sale -8,000 32,81,103 0.61
16.03.2018 Sale -67,000 32,14,103 0.60
23.03.2018 Sale -15,000 31,99,103 0.59
30.03.2018 Sale -65,000 31,34,103 0.58
31.03.2018 — 0 31,34,103 0.58
At the end of the year 31,34,103 0.58
8. General Insurance Corporation
Of India
At the beginning of the year 32,50,000 0.60 01.04.2017 32,50,000 0.60
26.05.2017 Sale -17,859 32,32,141 0.60
02.06.2017 Sale -32,141 32,00,000 0.59
10.11.2017 Sale -50,000 31,50,000 0.58
02.03.2018 Sale -50,000 31,00,000 0.58
16.03.2018 Sale -1,00,000 30,00,000 0.56
31.03.2018 — 0 30,00,000 0.56
At the end of the year 30,00,000 0.56
9. DSP Blackrock Equity Fund
At the beginning of the year 11,01,615 0.20 01.04.2017 11,01,615 0.20
07.04.2017 Purchase 2,75,000 13,76,615 0.26
28.04.2017 Purchase 27,539 14,04,154 0.26
05.05.2017 Purchase 1,26,570 15,30,724 0.28
26.05.2017 Purchase 54,093 15,84,817 0.29
02.06.2017 Purchase 30 15,84,847 0.29
30.06.2017 Purchase 55,629 16,40,476 0.30
07.07.2017 Purchase 36,148 16,76,624 0.31
01.09.2017 Sale -50,865 16,25,759 0.30
10.11.2017 Purchase 50,000 16,75,759 0.31
24.11.2017 Purchase 86,532 17,62,291 0.33
01.12.2017 Purchase 2,28,984 19,91,275 0.37
08.12.2017 Purchase 5,74,480 25,65,755 0.48
15.12.2017 Purchase 40,873 26,06,628 0.48
31.03.2018 — 0 26,06,628 0.48
At the end of the year 26,06,628 0.48
10. Carnegie Indienfond 01.04.2017 19,91,530 0.37
At the beginning of the year 19,91,530 0.37 22.12.2017 Sale -18,865 19,72,665 0.37
31.03.2018 — 0 19,72,665 0.37
At the end of the year 19,72,665 0.37
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(v) Shareholding of Directors and Key Managerial Personnel:

Shareholding at the Cumulative Shareholding
beginning of the year during the year
zg. For Each of the Directors and KMP No. of % of total No. of % of total
Shares | Shares of the Shares | Shares of the
Company Company
1. Mr. P. D. Chaudhari
At the beginning of the year 200 0.00003 200 0.00003
Date wise increase / decrease in shareholding during the year specifying
the reasons for increase / decrease (e.g. allotment / transfer / bonus / — — — —
sweat equity etc):
At the end of the year 200 0.00003 200 0.00003

Note: There is no shareholding in the Company by any other Director or Key Managerial Personnel.

V.

INDEBTEDNESS:

Indebtedness of the Company including interest outstanding / accrued but not due for payment

 in Crores)

Secured Loans Unsecured Deposit Total
excluding Loans Indebtedness
deposits
Indebtedness at the beginning of the financial year
(0] Principal Amount — 28.78 — 28.78
(ii) Interest due but not paid — — — —
(i) Interest accrued but not due — — — —
Total (i + ii + iii) — 28.78 — 28.78
Change in Indebtedness during the financial year
. Addition — — — —
. Reduction — 10.45 — 10.45
Net Change — (10.45) — (10.45)
Indebtedness at the end of the financial year
(0] Principal Amount — 18.33 — 18.33
(ii) Interest due but not paid — — — —
(i) Interest accrued but not due — — — —
Total (i + ii + iii) — 18.33 — 18.33
VI. REMUNERATIONTO DIRECTORS AND KEY MANAGERIAL PERSONNEL
A. Remuneration to Managing Director, Whole-time Directors and / or Manager:
(R in Lacs)
Zg. Particulars of Remuneration Name of the MD /WTD / Manager Total Amount
H. M. Bharuka | P.D. Chaudhari
1. | Gross Salary:
(a) Salary as per provisions contained in Section 17(1) of the Income Tax Act,1961 270.70 101.25 371.95
(b) Value of Perquisites u/s.17(2) of the Income Tax Act, 1961 0.40 0.40 0.80
(c) Profits in lieu of Salary u/s.17(3) of the Income Tax Act, 1961 0.00 0.00 0.00
Stock Option 0.00 0.00 0.00
Sweat Equity 0.00 0.00 0.00
Commission:
— as % of Profit 280.00 77.00 357.00
— others (specify) 0.00 0.00 0.00
5. | Others, please specify:
Employer’s contribution to Provident Fund & Superannuation Fund 49.50 16.14 65.64
Total (A) 600.60 194.79 795.39
Ceiling as per the Act 3,782.85 3,782.85 7,565.70

@
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B. Remuneration to other Directors:

R in Lacs)
Sr. ) ) Name of Directors
No. Particulars of Remuneration ) Total Amount
P.P.Shah | D. M. Kothari N. N. Tata B. Somaya
1. Independent Directors
Fee for Attending Board / Committee Meetings 1.30 0.30 1.40 0.70 3.70
Commission 35.00 50.00 30.00 15.00 130.00
Others, specify — — — — —
Total (1) 36.30 50.30 31.40 15.70 133.70
2. Other Non-Executive Directors
Fee for Attending Board / Committee Meetings — — — — —
Commission — — — — —
Others, specify — — — — —
Total (2) — — — — —
TotalB=1+2 36.30 50.30 31.40 15.70 133.70
Total Managerial Remuneration (A) + (B) 929.09
Overall Ceiling as per the Act 8,322.27
C. Remuneration To Key Managerial Personnel other than Managing Director / Manager / Whole-time Director:
(R in Lacs)
Zg. Particulars of Remuneration Key Managerial Personnel Total Amount
Company CFO
Secretary
1. Gross Salary:
a) Salary as per provisions contained in Section 17(1) of the Income Tax Act,1961 45.64 74.39 120.03
b) Value of Perquisites u/s. 17(2) of the Income Tax Act, 1961 1.02 0.28 1.30
c) Profits in lieu of Salary u/s.17(3) of the Income Tax Act, 1961 — — —
2. Stock Option — —
3. Sweat Equity — — —
4. Commission:
— as % of Profit — — —
— others (specify) — — —
5. Others, please specify:
Employer’s contribution to Provident Fund & Superannuation Fund 3.51 3.89 7.40
Total 50.17 78.56 128.73
VII. PENALTIES / PUNISHMENTS / COMPOUNDING OF OFFENCES:

There were no penalties, punishments, compounding of offences for the year ended March 31, 2018.

Mumbai, 2nd May, 2018

5

For and on behalf of the Board

P. P. Shah
Chairman
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Annexure 5 to the Board’s Report

Form No. MR - 3
SECRETARIAL AUDIT REPORT

FOR THE FINANCIAL YEAR ENDED 31ST MARCH, 2018

[Pursuant to Section 204(1) of the Companies Act, 2013 and Rule No. 9 of the Companies
(Appointment and Remuneration of Managerial Personnel) Rules, 2014]

The Members,

Kansai Nerolac Paints Limited
Nerolac House, Ganpatrao Kadam Marg,
Lower Parel, Mumbai - 400 013

We have conducted the Secretarial Audit of the compliance of applicable statutory provisions and the adherence to
good corporate practices by Kansai Nerolac Paints Limited (hereinafter called ‘the Company’). Secretarial Audit was
conducted in a manner that provided us a reasonable basis for evaluating the corporate conducts/statutory compliances
and expressing our opinion thereon.

Based on our verification of the Company’s books, papers, minute books, forms and returns filed and other records
maintained by the Company and also the information provided by the Company, its officers, agents and authorised
representatives during the conduct of Secretarial Audit, we hereby report that in our opinion, the Company has during
the audit period covering the financial year ended on 31st March, 2018, complied with the statutory provisions listed
hereunder and also that the Company has proper Board-processes and compliance-mechanism in place to the extent,
in the manner and subject to the reporting made hereinafter:-

We have examined the books, papers, registers, minute books, forms and returns filed and other records maintained by

the Company if any for the financial year ended on 31st March, 2018 according to the provisions of:

i. The Companies Act, 2013 (the Act) and the rules made thereunder;

ii.  The Securities Contracts (Regulation) Act, 1956 (‘SCRA’) and the rules made thereunder;

iii. The Depositories Act, 1996 and the Regulations and Bye-laws framed thereunder;

iv.  Foreign Exchange Management Act, 1999 and the rules and regulations made thereunder to the extent of Foreign
Direct Investment, and Overseas Direct Investment.

v.  The following Regulations and Guidelines prescribed under the Securities and Exchange Board of India Act, 1992
(‘SEBI Act):-
a. The Securities and Exchange Board of India (Substantial Acquisition of Shares and Takeovers) Regulations, 2011;
b. The Securities and Exchange Board of India (Prohibition of Insider Trading) Regulations, 1992;

c. The Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements) Regulations,
2009; (Not applicable to the Company during audit period)

d. The Securities and Exchange Board of India (Employee Stock Option Scheme and Employee Stock Purchase
Scheme) Guidelines, 1999 / Securities and Exchange Board of India (Share Based Employee Benefits)
Regulations, 2014; (Not applicable to the Company during audit period)

e. The Securities and Exchange Board of India (Issue and Listing of Debt Securities) Regulations, 2008;
(Not applicable to the Company during audit period)

f. The Securities and Exchange Board of India (Registrars to an Issue and Share Transfer Agents) Regulations,
1993 regarding the Companies Act and dealing with client;

g. The Securities and Exchange Board of India (Delisting of Equity Shares) Regulations, 2009; (Not applicable
to the Company during audit period)

h.  The Securities and Exchange Board of India (Buyback of Securities) Regulations, 1998; (Not applicable to the
Company during audit period)
i. SEBI (Listing Obligations and Disclosure Requirements) Regulations 2015.
vi.  There are no laws which specifically apply to the type of activities undertaken by the Company.

@
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We have also examined compliance with the applicable clauses of the following:

(i) Secretarial Standards issued by The Institute of Company Secretaries of India as in force from time to time.

(i) The Listing Agreements entered into by the Company with National Stock Exchange of India Limited and BSE
Limited.

During the period under review the Company has complied with the provisions of the Act, Rules, Regulations and
Guidelines, etc. mentioned above.

We further report that:-

The Board of Directors of the Company is duly constituted with proper balance of Executive Directors, Non-Executive
Directors and Independent Directors. There was no change in the Composition of the Board of Directors during the audit
period.

Adequate notice of at least seven days was given to all Directors to schedule the Board Meetings, agenda and detailed
notes on agenda were sent at least seven days in advance, and a system exists for seeking and obtaining further
information and clarifications on the agenda items before the meeting and for meaningful participation at the meeting.

Majority decision was carried through while the dissenting members’ views (if any) are captured and recorded as part of
the minutes.

We further report that there are adequate systems and processes in the Company commensurate with the
size and operations of the Company to monitor and ensure compliance with applicable laws, rules, regulations
and guidelines.

For JHR & Associates
Company Secretaries

J. H. Ranade
Place: Thane (Partner)
Date: 30th April, 2018 FCS: 4317, CP: 2520

The Members,

Kansai Nerolac Paints Limited
Nerolac House, Ganpatrao Kadam Marg,
Lower Parel, Mumbai - 400 013

Our Secretarial Audit Report of even date for financial year 2017-18 is to be read along with this letter.

1. Itis the responsibility of the management of the Company to maintain secretarial records, devise proper systems
to ensure compliance with the provisions of all applicable laws and regulations and to ensure that the systems are
adequate and operate effectively.

2. Ourresponsibility is to express an opinion on these secretarial records, systems and procedures based on our audit.

3. Wherever required, we have obtained the management’s representation about the compliance of laws, rules and
regulations and happening of events etc.

4.  The Secretarial Audit Report is neither an assurance as to the future viability of the Company nor of the efficacy or
effectiveness with which the management has conducted the affairs of the Company.

For JHR & Associates
Company Secretaries

J. H. Ranade
Place: Thane (Partner)
Date: 30th April, 2018 FCS: 4317, CP: 2520
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REPORT ON CORPORATE GOVERNANCE

Pursuant to Schedule V (C) of SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015, a Report
on Corporate Governance is given below:

1.

Company’s philosophy on Code of Governance

The Company believes in abiding by the Code of Governance so as to be a responsible corporate citizen and to
serve the best interests of all the stakeholders, viz., the employees, shareholders, customers, vendors and the
society at large. The Company seeks to achieve this goal by being transparent in its business dealings, by disclosure
of all relevant information in an easily understood manner, and by being fair to all stakeholders, by ensuring that the
Company’s activities are managed by a professionally competent and independent Board of Directors.

Board of Directors

The strength of Board as on 31st March, 2018 is eight Directors. The Board comprises of Executive and
Non-Executive Directors. The Managing Director and a Whole-time Director are the two Executive Directors.
There are six Non-Executive Directors, of which three Directors, including the Chairman, are Independent
Directors. The Board also consists of one Woman Independent Director. The number of Independent Directors on
the Board is in conformity with the requirement of Regulation 17(1)(b) of SEBI (Listing Obligations and Disclosure
Requirements) Regulations, 2015. Three Non-Executive Directors namely, Mr. M. Tanaka, Mr. H. Furukawa and
Mr. K. Kato are nominees of Kansai Paint Co. Ltd., Japan, Promoter Company.

Five Board Meetings were held during the year ended 31st March, 2018, i.e. on 2nd May, 2017, 20th July, 2017,
16th October, 2017, 19th January, 2018 and 9th March, 2018.

The Board of Directors as on 31st March, 2018:

Name of the Director Category of Directorship No. of Board Attendance
Meetings at the last
Attended AGM
Mr. P. P. Shah Chairman 5 Yes
(Non-Executive and Independent Director)
Mr. D. M. Kothari® Vice Chairman — Upto 2nd May, 2017. 1 Not
(Non-Executive and Independent Director) applicable.
Mr. H. M. Bharuka Managing Director — Upto 2nd May, 2017. 5 Yes

Vice Chairman and Managing Director —
From 3rd May, 2017.

Mr. N. N. Tata Non-Executive and Independent Director 5 Yes
Mr. P. D. Chaudhari* Whole-time Director 4 Yes
Mr. M. Tanaka Non-Executive Director 4 No
Mr. H. Furukawa Non-Executive Director 4 Yes
Mrs. B. Somaya Non-Executive and Independent Director 3 Yes
Mr. K. Kato Non-Executive Director 3 No

@ Mr. D. M. Kothari retired from the Board of Directors of the Company with effect from the close of business
on 2nd May, 2017.

# Mr. P. D. Chaudhari resigned from the Board of Directors of the Company with effect from the close of
business on 31st March, 2018.

Every Director has personally attended at least one Board/Committee of Directors’ Meeting in the financial
year 2017-18.

@
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Certificates have also been obtained from the Independent Directors confirming their position as Independent
Directors on the Board of the Company in accordance with Section 149 of the Companies Act, 2013 read with
Regulation 16(1)(b) of the SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015.

Number of Board of Directors or Board Committees other than Kansai Nerolac Paints Limited in which the Director
is a Chairman / Member (excluding private limited companies, foreign companies and companies registered under
section 8 of the Companies Act, 2013) as on 31st March, 2018, is as follows:

Name of the Director No. of Directorships No. of Audit Committees and
Stakeholders’ Relationship Committees*
in which Chairman/Member
Chairman Member
Mr. P. P. Shah 8 Nil 7
Mr. H. M. Bharuka Nil Nil Nil
Mr. N. N. Tata 5 1 1
Mr. P. D. Chaudhari Nil Nil Nil
Mr. M. Tanaka Nil Nil Nil
Mr. H. Furukawa Nil Nil Nil
Mrs. Brinda Somaya Nil Nil Nil
Mr. K. Kato Nil Nil Nil

* As per Regulation 26(1)(b) of SEBI (Listing Obligations and Disclosure Requirements) Regulations, 2015.

The number of directorships and the positions held on Board Committees by the directors are in conformity with
the limits on the number of Directorships and Board Committee positions as laid down in the Companies Act and
SEBI (Listing Obligations and Disclosure Requirements) Regulations as on 31st March, 2018.

In terms of Schedule V (C) (2) (e) and Regulation 36 (3) (c) of the SEBI (Listing Obligations and Disclosure
Requirements) Regulations, none of the Directors are related to each other.

Disclosure of Shareholding of Non-Executive Directors:

Name of the Director Shares held as on 31.3.2018
(Own or held by/for other persons on a beneficial basis)

Mr. P. P. Shah Nil

Mr. N. N. Tata Nil

Mr. M. Tanaka # Nil**

Mr. H. Furukawa # Nil**

Mrs. Brinda Somaya Nil

Mr. K. Kato # Nil**

**  Nominee of Kansai Paint Co. Ltd., Japan. No share held in personal capacity.
# Director seeking re-appointment at this Annual General Meeting.

Orientation of newly elected directors and updation strategy

Newly elected directors are given a presentation on the functioning of the Company. Every quarter, reports of the
various departments of the Company are circulated among all the directors. These reports give specific particulars
of the respective departments. Apart from this, the directors are intimated of the changes as and when they
happen. All the functional heads are present at the Audit Committee Meeting of the Company held every quarter.
Presentations are also made to the Board of Directors by the functional heads. This ensures that the functional
heads can apprise all the directors about the developments in their specific areas.
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Access to information

The Directors, including independent directors, visit the various manufacturing locations of the Company. They are
not necessarily accompanied by the Managing Director. The purpose is to ensure that the independent directors
have free and independent access to the Company’s officials and records, so that they can form an independent
opinion about the state of affairs of the Company.

Apart from this, reports of the audit carried out by the internal auditors and the statutory auditors are circulated
to all the directors. Independent audits are also carried out by the parent company, Kansai Paint’s auditors.
Monthly Performance Report is also forwarded to the Chairman updating him with the performance on various parameters.

It is ensured that the Board receives qualitative and quantitative information in line with the best management
practices adopted.

The familiarization programme for our Directors is also given on the website https://nerolac.com/financial/policies.html.

Code of Conduct for Board of Directors and Senior Management

The Company has adopted a Code of Conduct for Board of Directors and Senior Management (the Code).
The Code has been communicated to the Directors and the members of Senior Management. The Code has
also been posted on the Company’s website at www.nerolac.com. All Board members and senior management
have confirmed compliance with the Code for the year ended 31st March, 2018. The Annual Report contains a
declaration to this effect signed by the Managing Director who is the Chief Executive Officer.

Audit Committee

The Audit Committee acts in accordance with the terms of reference specified by the Board which includes the
recommendation for appointment, remuneration and terms of appointment of auditors of the Company, review and
monitor the auditor’s independence and performance and effectiveness of the audit process, examination of the
financial statements and the auditor’s report thereon, approval or any subsequent modification of transactions of
the Company with related parties, scrutiny of inter-corporate loans and investments, valuation of undertakings or
assets of the Company wherever it is necessary, evaluation of internal financial controls and risk management
systems, monitoring the end use of funds raised through public offers and related matters.

The members of the Audit Committee are Mr. Pradip P. Shah, Mr. N. N. Tata and Mrs. Brinda Somaya.

All the members of the Audit Committee are Non-Executive and Independent Directors. All the members possess
sound knowledge of accounts, audit, financial management expertise, etc.

Mr. Pradip P. Shah is the Chairman of the Audit Committee.

Mr. Pradip P. Shah, Chairman of the Audit Committee, was present at the last Annual General Meeting held on
21st June, 2017.

Mr. G. T. Govindarajan, Company Secretary acts as the Secretary to the Audit Committee.

There were four meetings of the Audit Committee during the year ended 31st March, 2018, i.e. on 2nd May, 2017,
20th July, 2017, 16th October, 2017 and 19th January, 2018.

Name of the Director Number of Audit Committee Meetings attended during
the year ended 31st March, 2018

Mr. P. P. Shah 4

Mr. N. N. Tata 4

Mrs. Brinda Somaya 2

(Member of the Committee from 3rd May, 2017)

Mr. D. M. Kothari 1

(Member of the Committee upto 2nd May, 2017)

Besides this, another meeting of the Audit Committee was held on 2nd May, 2018 at which meeting the Audited
Annual Accounts for the year ended 31st March, 2018, were placed before the Committee for consideration.

The Internal Auditor and the representatives of the Statutory Auditors also attend the Audit Committee meetings,
besides the executives invited by the Audit Committee to be present thereat.

The Internal Auditors report directly to the Audit Committee.
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Nomination & Remuneration Committee
The terms of reference of the Nomination & Remuneration Committee are:

i. formulation of the criteria for determining qualifications, positive attributes and independence of a director
and recommend to the Board a policy, relating to the remuneration of the directors, key managerial personnel
and other employees,

ii.  formulation of criteria for evaluation of Independent Directors and the Board,
iii. devising a policy on Board diversity,
iv.  identifying persons who are qualified to become directors and who may be appointed in senior management

in accordance with the criteria laid down and recommend to the Board their appointment and removal and
shall carry out evaluation of every Director's performance.

All the members of the Nomination and Remuneration Committee are Non-Executive and Independent Directors.
The members of the Committee are Mr. N. N. Tata, Mr. P. P. Shah and Mrs. Brinda Somaya.

Mr. N. N. Tata, an Independent Director, became the Chairman of the Committee with effect from 3rd May, 2017.

Mr. N. N. Tata, Chairman of the Nomination & Remuneration Committee, was present at the last Annual General
Meeting held on 21st June, 2017.

There were 2 meetings of the Nomination & Remuneration Committee during the year ended 31st March, 2018,
i.e. on 20th April, 2017 and 19th January, 2018.

Name of the Director Number of Nomination & Remuneration Committee
Meetings attended during the year ended
31st March, 2018

Mr. N. N. Tata 2
Mr. P. P. Shah 2
Mrs. Brinda Somaya 1
(Member of the Committee from 3rd May, 2017)

Mr. D. M. Kothari 1

(Member of the Committee upto 2nd May, 2017)

Besides this, another meeting of the Committee was held on 2nd May, 2018 to determine the remuneration to
be paid to Executive Directors, Commission to be paid to Non-Executive Directors and evaluation of the Board of
Directors and the Committees of the Board.

Remuneration of Directors

The Company has adopted a Remuneration Policy for its Directors, Key Managerial Personnel and other
employees. The Remuneration Policy has laid down the criteria for determining qualifications, positive attributes,
independence of Director and Board diversity. The Policy lays down the factors for determining remuneration of
Whole time Directors, Non-Executive Directors, Key Managerial Personnel and other employees. The policy also
lays down the evaluation criteria of the Independent Directors and the Board.

The Nomination and Remuneration Committee decides the remuneration for the Whole-time Directors.

Remuneration Policy:
A. Remuneration to Whole-time Directors:

»  The remuneration paid to Whole-time Directors is subject to the limits laid down under Section 197 and
Schedule V to the Companies Act, 2013, and in accordance with the terms of appointment approved
by the Shareholders of the Company. The remuneration of the Whole-time Directors is determined by
the Nomination & Remuneration Committee based on factors such as the Company’s performance and
performancef/track record of the Whole-time Directors. The remuneration consists of Salary, Commission,
Company’s contribution to Provident Fund and Superannuation Fund, House Rent Allowance (HRA),
Leave Travel Allowance (LTA) and other perquisites and allowances in accordance with the rules of the
Company, applicable from time to time.
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»  The Whole-time Directors are not paid any sitting fees for attending the meetings of the Board of
Directors or Committees thereof.

»  The Agreement with the Whole-time Director is for a period not exceeding five years at a time. In
the event that there is no breach of the terms of the Agreement by the Whole-time Director, but
the Company exercises the discretion to terminate his services during the term of his Agreement,
without assigning any reason therefor, then and in that event, th