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Report of the directors

The directors present their report and the financial statements of the company for the year ended
31 March 2007,

Principal activities and business review

The Company is engaged principally in manufacture of Specialised Refractores and Equipments used by
the steel industry.

During the year, Gorcon Metallurgical Services Lid (GMSL), was acquired by the Company on

{5 December 2006, On the same date, a step down subsidiary of the Company alse acquired 100%
ownership of Goricon LLC (GLLC), a limited Hability company incorporated in Ghio, USA. These
companies are also engaged in manufacture of Specialised Refractories used by the Steel Industry.

Financial performance of the Company for the year under review has been as follows:

2007 2006
£'m I'm
Sales 10.773 13.642
Expendiire 10.426 12.781
Profit before tax 0.347 (.859
Profit after tax 0.246 0.729

Profit before T'ax has not been satisfactory because of several reasons beyond the control of the Directors
and accordingly no dividend has been recommended for the year under review.

The strategy adopted for the year has been to contnually strengthen the Company's market position. This
is based on largely promoting our well known MONOCON and GORICON brands and also that of the
Indian Holding Company, amongst the producers of Iren and Steel. To pursue this objective with vigour
several pro-active steps have been planned and we expect the positive results would be apparent in the
financial performance for current year of the Group.

Several steps have been taken to improve operating margins of the Company. Unplanned expendirures are
strictly controlled. Customers have been approached for price increases. Product mixes have been
changed wherever necessary. Innovative product packages are being offered to customers. Production
techniques have been altered to obliterate inefficiencies. Many more actions are in the offimg,

During the current year, best efforts will be made to integrate the operation of its newly acquired
subsidiaries GMSL and GLLC with that of the Company and this is expected to oprimise utilisation of
fixed overheads.



WMonocon International Refractories Limited 4
Financial statements for the year ended 31 March 2007

Report of the directors (continued)

Future development for the business

The directors recognise that increased competition has put pressure on our prices and our margins. We
believe our continued investment in our product range, with particular emphasis on quality, design and
employing people with the relevant expertise, will enable us to improve on our market position.

As a result we remain confident that we will not only continue to maintain our current level of
performance but improve the same substantially and for this purpose, we may also explore possibilities of
growth both organically and inorganically.

Principal risks and uncertainties
The management of the business and the nature of Company's strategy are subject to a munber of risks.

Some of major risks presently faced by the Company are a) High propordon of fixed overheads and
variable revenues b) Compention c) Product obsolescence d) Flucmations in curreney exchange rates ¢)
Interese rate risk f) Credit dsk. The directors are of the opinion that a system for risk assessment,
identification, monitoring, control and midgaton exist whereby these risks and other micro and macro
risks faced by the Company are continually managed.

Research and development

The group/company is continuing its policy of developing the existing product range to meet market
requirements and researching new products that will contribute to the future expansion and diversificadon
of the business.

Results and dividends

The profit for the year, after taxation, amounted to £245,500. The dircctors have not recommended a

dividend.
Financial risk management objectives and policies

The cormpany uses financial instruments, other than derivatives, comprising borrowings, cash and other
liquid resources and various other items such as trade debtors and creditors that arise directly from its
operations. The main purpose of these Anancial inseruments is to raise finance for the company's
operations. The main risks arising from the company financial instruments are interest rate ssk, liquidity
risk and foreign currency risk. The directors review and agree policies [or managing each of these dsks
and they are summarised below. The policies have remaned unchanged from previous periods.

Interest rate risk

The company finances its aperations through a mixture of retained profits, inter-company accounts and
bank borrowings. The company's exposure to interest rate fluctundons on its borrowings is managed on 2
group basis by the use of both fixed and floating facilides.
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Report of the directors (continued)

Liquidity risk

The company seeks to manage fnancial nsk by ensuring sufficient liquidity is available to meet foresceable
needs and to invest cash assets safely and profitably. Primarily this is achieved through inter-company
accounts and bank overdraft facilides.

Currency risk

The company 1s exposed to tansaction and translation foreign exchange nisk. In relation w translation
sk the proportion of assets held in the foreign currency are matched to an appropoate level of
borrowings in the same currency. Transacton exposures are hedged when known, mainly using the
forward hedge market.

Directors
The direcrors who served the company during the year were as follows:

Mr K Hearnshaw
Mr R Agarwal

Mr P Bajoria

Mr § K Bajoria

Mr A Chhawchhara

‘The mrerests of Mr P Bajora and Mr 5 K Bajorta in the parent company are disclosed in that company's
financial statements. None of the other directors have any interests in the company or the parent
company.

Policy on the payment of creditors
It is the compuny's policy to settde the terms of payment with suppliers when agreeing each transacdon or

seties of wransactions, to ensure that suppliers are made aware of these texms and to abide by them. Trade
creditors at the year end amount to 64 days of average supplies for the year.













































