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10 Years
Financials
/' 2011-12
Turnover 1393.41
Other Income 3.21
Total Income 1396.61
Earnings before Depreciation,
Interest and Tax (EBDIT) 52.58
Depreciation 21.19
Interest 17.82
Provision for Taxation 4.24
(Including Deferred Tax & FBT)
Profit /(Loss) after Tax 9.33
Cash Profit/ (Loss) 34.76
Equity Dividend (%) 20.00
Dividend Payout 2.68
(Including Tax on Dividend)
Equity Share Capital 11.53
Reserves and Surplus 81.60
Networth 93.13
Gross Fixed Assets 345.90
Net Fixed Assets 230.26
2011-12
Earnings per share -X. 8.10
Cash Earnings per share - . 26.47
Book Value per share -%. 80.77
Debt* : Equity Ratio 0.99:1
EBDIT/Turnover % 3.77
Net Profit Margin % 0.67
Return on Networth % 10.00

* Long Term Debt
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,(A ear Shareholders,

Financial Year 2011-12 has been a challenging year
with unprecedented economic uncertainty and slowing
down of economic growth across Asia. These events
had a profound effect on demand and margin outlook
for industrial and consumer products across the world.
In many ways, we are still feeling the after-shocks of
the financial meltdown of 2008 and 2009 with leading
economies continuing to suffer from low growth and
the resultant adverse impact on demand for most
products and services. We have been successful in
insulating and de-risking our portfolio of businesses
by following a prudent operating discipline and further
strengthening our rock solid foundation for investments
in future growth engines.

Even under these tough times, Heritage delivered
sustained operating and financial results from its core
businesses. Heritage achieved a turnover of 1393.41
Crore when compared to Rs. 1096.08 crores of the
previous year and a net profit of 9.33 Crore when
compared to Rs1.12 Crore of the previous year. This
was mainly achieved as a result of resilient demand for
milk and milk products, repetition of demand in India.

Growth in organized retail business is reflective of the
changing habits and increasing aspirations of millions
of fellow Indians who seek modern conveniences
without losing focus on value. In a short period and
as a reflection of consumer preferences, Heritage now
has leadership positions in food retailing in south India.
The retail business portfolio now accounts for 22 % of
the Company’s gross income. During the current year,
we have projected a goal of setting up more number
of Heritage parlours.

Chairman

We have strengthened our balance sheet and are
focused on managing our costs and prudent use of
capital. Our investment, cash balance and low net
gearing ratio place us in a unique position for creating
a foundation for growth. At Heritage, we have been
and continue to remain focused on creating long term
shareholder value.

We are happy to announce a final dividend of Rs. 2/-
per equity (20%) on equity shares of Rs.10/- each. The
dividends are payable on the equity shares outstanding
as on record date and are subject to approval by the
shareholders.

We are passionate towards investing in Heritage’s
future. | know that I am not alone in this passion and
that over 3000 Heritage employees share this hunger
for outperformance and growth. We are committed to
doing so with integrity and humility and are steadfast
in our endeavour in achieving our goals.

I am grateful to the Board of Directors for their unwavering
support and guidance. | take this opportunity to express
my gratitude to all our stakeholders, who have reposed
trust in us and extended their constant support.

With best wishes,
Sincerely,

D Seetharamaiah

Chairman



Company Financial performance at a glance for the Financial Year 2011-12
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Important Communication to Members
The Ministry of Corporate Affairs has taken a “Green Initiative in the Corporate Governance” by allowing paperless
compliances by the companies and has issued circulars stating that service of notice/ documents including Annual Report can
be send by e-mail to the members. To support this green initiative of the Government in full measure, members who have not
registered their e-mail addresses, so far, are requested to register their e-mail addresses. The e-registration form is available in
Pg. No. 93 of this Annual Report
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Members of Heritage Foods (India) Limited are hereby given
notice for the 20" Annual General Meeting of the Company, the
schedule of which and the business to be transacted therein, are
given below:

Day and Date : Saturday 29t September, 2012

Time 11.00 a.m.

Auditorium Hall, 2" Floor, Training Block,
National Institute for Micro, Small and
Medium  Enterprises  (formerly  NISIET),
Yousufguda, Hyderabad — 500 045

ORDINARY BUSINESS

Venue

1. To receive, consider and adopt the Audited Balance Sheet as
at 31st March, 2012, the Statement of Proft and Loss for the
year ended as on that date together with the Reports of the
Directors’ and the Auditors’ thereon.

2. To declare dividend for the year.

3. To appoint a Director in place of Dr. A. Appa Rao, who
retires by rotation and being eligible, offers himself for re-
appointment.

4. To appoint a Director in place of Dr. V. Nagaraja Naidu, who
retires by rotation and being eligible, offers himself for re-
appointment.

5. To appoint Auditors of the Company and to fix their
remuneration.

By Order of the Board
For HERITAGE FOODS (INDIA) LIMITED

Registered Office:

6-3-541/C, Punjagutta,
Hyderabad — 500 082
Date : 30™ July, 2012 UMAKANTA BARIK
Company Secretary

NOTES:

1. A MEMBER ENTITLED TO ATTEND AND VOTE AT THE
MEETING IS ENTITLED TO APPOINT A PROXY TO ATTEND
AND VOTE ON POLL INSTEAD OF HIMSELF/ HERSELF
AND SUCH PROXY NEED NOT BE A MEMBER OF THE
COMPANY. THE PROXIES TO BE EFFECTIVE, SHOULD BE
DULY STAMPED, COMPLETED, SIGNED AND DEPOSITED
AT THE REGISTERED OFFICE OF THE COMPANY OR ITS
REGISTRARAND SHARETRANSFERAGENT NOT LESS THAN
FORTY EIGHT HOURS BEFORE THE COMMENCEMENT OF
MEETING.

2. MEMBERS/PROXIES SHOULD PRODUCE AT THE
ENTRANCE OF THE VENUE DULY FILLED ATTENDANCE

6.

SLIP FOR ATTENDING THE MEETING.

M/s Karvy Computershare Private Limited (Karvy) is the
Registrar and Share Transfer Agent of the Company.

The Register of Members and the Share Transfer Books of
the Company will remain closed from Wednesday 26th
September, 2012 to Saturday 29th September, 2012 (both
days inclusive).

The dividend as recommended by the Board of Directors
for the year ended 31st March, 2012, when declared at the
Annual General Meeting will be paid to the members whose
names appear:

As Beneficial Owners as per list to be furnished by the
Depositories in respect of the shares held in demat form;

and

As members on the Register of Members of the Company
on record date after giving effect to all valid share transfers
in physical form which would be received by the Company
upto end of business hours on record date.

In order to provide protection against fraudulent encashment
of the Dividend Warrants, shareholders holding shares in
physical form are requested to intimate the Company under
the signature of the sole / first & joint holder, the following
information to be incorporated on the Dividend Warrants:

(i) Name of the sole / first & joint holder and the Folio
Number.

(i) Particulars of Bank Account.

Pursuant to provisions of sub-section (5) of Section 205A the
Companies Act, 1956 the dividend, which remain unclaimed
/ unpaid for a period of 7 years shall be transferred by the
Company to the Investor Education and Protection Fund (IEPF)
established by the Central Government pursuant to Section
205C of the Companies Act, 1956. The Company has already
transferred unclaimed/unpaid amount of dividends declared
upto the Financial Year 2003-04 to the Investor Education and
Protection Fund of the Central Government as required under
Section 205A and 205C of the Companies Act, 1956.

Information in respect of such unclaimed dividend and the last
date for claiming the same are given below:-

Financial Il)ate'of § Last date for claiming
ear ended e @ unpaid Dividend
y Dividend

2005-06 31-07-2006 30-07-2013
2006-07 22-08-2007 21-08-2014
2007-08 26-09-2008 25-09-2015
2009-10 30-07-2010 29-07-2017
2010-11 29-09-2011 28-09-2018

Shareholders, who have not so far encashed the dividend
warrant(s) are requested to seek issue of duplicate warrant(s)
by writing to the Company’s Registrar and Transfer Agents,
M/s Karvy Computershare Private Limited immediately.

Bring Home Health and Happiness :
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Shareholders are requested to note that no claims lie against
the Company or the said fund in respect of any amounts
which were unclaimed and unpaid for a period of seven years
from the date that they first became due for payment and no
payment shall be made in respect of any such claims.

Non-resident Indian shareholders are requested to inform M/s
Karvy Computershare Private Limited immediately:

i). The change in the residential status on return to India for
permanent settlement and

ii). The particulars of Bank Account maintained in India if not
furnished earlier.

. Corporate  Members intending to send their authorized
representatives are requested to send a duly certified copy
of the Board Resolution authorizing their representatives to
attend and vote at the Annual General Meeting.

10. Shareholders, holding shares in physical form, are requested to
notify immediately change of address, if any, to the Company’s
Registrar & Share Transfer Agent, M/s. Karvy Computershare
Private Limited, Plot No.17 to 24, VittalRao Nagar, Madhapur,
Hyderabad-500081.

11.The Register of Directors’ shareholdings shall be open
for inspection to any member of the Company during the
period beginning 14 days before the date of Company’s
Annual General Meeting and ending 3 days after the date of
its conclusion. The said register shall also remain open and
accessible during the Annual General Meeting to any person
having right to attend the meeting.

12.The Securities and Exchange Board of India (SEBI) has
mandated the submission of Permanent Account number
(PAN) by every participant in securities market, Members
holding shares in electronic form are, therefore requested to
submit the PAN to their Depository Participants with whom
they are maintaining their demat accounts. Members holding
shares in physical form can submit their PAN details to the
Company’s Registrars and Transfer Agents.

13. Members seeking any information relating to the Accounts
may write to the Company at the Regd. office at 6-3-541/C,
Punjagutta, Hyderabad - 500 082, for attention of Company
Secretary at the earliest.

14. All the documents referred to in the Notice will be available to
the members at the registered office of the Company between
10.30 A.M to 12.30 P.M on all working days from the date
hereof upto the date of the Meeting.

16. At the ensuing Annual General Meeting, Dr. A. Appa Rao and
Dr. V. Nagaraja Naidu retire by rotation and being eligible
offer themselves for re-appointment. The information or details
pertaining to these directors are provided in terms of Clause 49
of the Listing Agreement with the Stock Exchanges.

Pursuant to Clause 49 of the Listing Agreement with the
Stock Exchanges, following information is furnished about
the directors proposed to be appointed / re — appointed

Brief resume of the Directors, nature of their expertise in specific
functional areas, names of companies in which they hold
directorships and chairmanships of Board Committees and their
shareholding in the Company are provided below:

a)

Dr A Appa Rao, aged 86 years, is a graduate in Agriculture
and has a doctorate in Agriculture from Madras University.
He completed his Post doctoral work at Kansas State
University as TCM-USA Scholar. He was formerly the Vice
Chancellor of the Andhra Pradesh Agricultural University.
Before taking charge of Vice Chancellor, he was Director of
Research, heading the Research activities of the University
in the fields of Agriculture, Animal Husbandry and Home
Science. He had also a three year stint with World Bank,
as an Agriculturalist, at it's New Delhi office. Besides being
associated with the IDRC financed Agricultural Research
Management (Asia) Project implemented by SEARCA,
Philippines for 5 years, Dr. Rao was on the Governing
Body of the Indian council of Agricultural Research (ICAR)
for two terms. He also served as Chairman / Member of
several committees of the Council. Dr. Rao is also on the
Board of Directors of Ushakiron Movies Limited (Ramoji
Film City) and Andhra Sugars Ltd.

Dr.V.Nagaraja Naidu, aged 65 years is a postgraduate in
Commerce and Doctorate in Financial Management. Dr.
Naidu started his career from Administrative Staff College
of India, Hyderabad in 1972 held various positions in
reputed Universities viz,. Professor, Dean, Director etc
and taught in the fields of Finance and Business Economics
at Post graduate and Doctorate levels. He had been the
Registrar (Administrative Head) of the Dr B R Ambedkar
Open University for about 10 years. He is also director in
Heritage International Limited, Northgate Infra Developers
Limited, Gold Coast Land Development (P) Ltd and
Heritage Agro Marine (P) Limited. He holds 29,000(0.25%)
equity shares in the company as on 315 March, 2012

By Order of the Board
For HERITAGE FOODS (INDIA) LIMITED

Registered Office:
6-3-541/C, Panjagutta,
Hyderabad — 500 082

Date: 30" July, 2012

UMAKANTA BARIK
Company Secretary

: Bring Home Health and Happiness
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Dear Members,

Your Directors have pleasure in presenting the 20" Annual Report
of the Company together with the audited statement of accounts
for the year ended 31 March, 2012.

FINANCIAL RESULTS

The financial performance for the Financial Year 2011-12 is
summarised in the following table:

® in Lakhs)

Particulars 2011-12 2010-11
Total Income from operations 139340.57 | 109608.61
Total Expenditure 136332.90 | 108020.76
Profit from operations before other
Income, finance costs & exceptional 3007.67 1587.84
items
Other Income 320.73 480.66
Eroflt from ordinary actl\{ltles e?fter 1357.57 294,61
finance costs and exceptional items
Profit from ordinary activities before 1357.67 294.61
Tax
Net Profit for the period 933.42 111.93
Basic and diluted EPS before
Extraordinary items for the period 8.10 0.97

The above figures are standalone figures, as the subsidiary
companies, are yet to commence business; hence consolidated
figures are not given.

DIVIDEND

Your Directors have recommended a dividend of ¥ 2 per Equity
Share (20%) for the financial year ended March 31, 2012,
amounting to ¥ 268.00 lakhs (. 230.59 Lakhs dividend + %. 37.41
lakhs tax on dividend). The dividend will be paid to members
whose names appear in the Register of Members as on record date
if, approved at the forth coming Annual General Meeting.

The dividend payout for the year under review has been formulated
in accordance with shareholders’ aspirations and the Company’s
policy to pay sustainable dividend linked to long term growth
objectives of the Company to be met by internal cash accruals.

RESULTS FROM OPERATIONS

The Financial Year 2011-12 was a challenging year. The global
economy, continue to witness lower growth, resulting primarily
from the Euro Zone debt crisis. India being one of the growth
engines of the global economy was forced to tighten liquidity
to tame rising inflation. Despite of these constraints and the
challenging environment, the Company performed reasonably
well and the highlights of the performance are as under:

® Revenue from operations increased by 27 % to ¥ 139340.57
lakhs

® Profit from operations before other income, finance costs &
exceptional items increased by 89% to ¥ 30.07 Crores

® Profitfrom ordinary activities after finance costs and operational
items increased by 361% to ¥ 13.57 Crores

® Net Profit increased by 733 % to ¥ 9.33 Crores
BUSINESS REVIEW

Dairy Business: The Dairy Industry plays a vital role in the
development of Agriculture Sector. Demand for milk and milk
products is increasing day by day. Milk and milk products are
second largest agricultural commodity produced in our country
next to rice. Milk is the only agro-based commodity that offers
immediate marketability and consistent revenue to the farmers.
Considering the demand for milk and milk products, there is still a
lot of scope for increasing the milk production in India by adopting
scientific methods of breeding and nutrition.

During the financial year Dairy Division has increased milk
handling capacity by 1,06,000 LPD by commissioning of 33 units
which includes Bulk Coolers / Mini Chilling Units and Franchisees
units to increase the milk procurement and to maintain the quality.
The Turnover has grown by 21.2% from % 860.60 Crores to
%.1093.97 Crores. The liquid milk Turnover grown by 22.7% and
Value Added Products by 60%. During the year Dairy Division
has exported 25 Metric Tonnes of butter to Kingdom of Bahrain.

During the year the Dairy Division of the company has taken-
up effective measures to reduce / minimize inward freight cost
by altering the route distances or re-organizing milk routes
and closure of unviable milk routes. Several steps were taken
up to improve the clean milk production across all locations,
reduced the operational costs as compared to previous year. The
Kalluru Chilling Centre has been upgraded as a Packing Station
and commenced packing operations w.e.f 27" June’ 2011. To
encourage the farmers for increasing their milk production,
technical inputs program is being implemented across the location
which includes animal health camps, supply of feed and fodder
seeds, Vaccination etc.

During the financial year Heritage Institute of Milk Sciences
(HIMS) first batch of 23 students have successfully completed their
Dairymen course and were placed at various locations in Dairy
Division. Second batch of 26 students have completed the theory
classes. Admission process for the 3" batch has been initiated in
the months of April/May 2012.

Retail Business: Organized retail represents a large untapped
market in India that is likely to see tremendous growth in the
coming years. The Retail Industry in India is evolving as one of the
most dynamic and fast growing industry. New entrants are bound
to see large returns. However, they must adapt themselves to the
unique state of retail in India where infrastructure and regulations
provide little support. They must also understand the tastes of the
Indian consumers, who have only recently started treating retail as
a form of leisure.

Your Retail Division achieved a sale of ¥ 250.28 crores during
the year 2011-12. The Institutional sales segment achieved a sales
of 18.75 Crores and sales delivered by General Trade FMCG
distribution business of .13.31 crores. For comparable stores in
both the years Retail busness has grown by 8%. On all inclusive
store bases we have grown by 17%. Average bill value has grown

Bring Home Health and Happiness ?
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by 14% and also the new stores which are opened this year have
delivered more throughput than previous year.

Private Label Strategy is built around providing exceptional
value to customers. It was focused on optimising private Label
sales mix, which witnessed tremendous customer acceptability
across categories like instant food, snacks, beverages, culinary
etc. During the year Retail Division has initiated several measures
through private label to create new business comprising general
trade, parlor etc., During the year the private label products
reached to 149 distributors and 20649 Outlets.

Your company entered with the trading & manufacturing (except
Bread) of Bakery products. The business shall be nurtured during
the financial year. Bakery product Sales remains same over the last
financial year with the improvement in Dairy & Retail Channel.
The direct sales channel de grew in sales as it discontinued few
kiosk models out of IT Parks and Fresh Outlets due to non viability.

Agri Division: The agriculture sector requires consistent
monitoring, creating a conducive environment for farmers to
increase their productivity and sell their products at competitive
prices. There is still a lot of scope for increasing the productivity
in India by adopting scientific methods of cultivation and farming.

Agri Division had achieved the turnover of . 33.04 Crores and
31749 MT with respect to Value & Volume. However, there is
an improvement in Volume of 18% over the financial year10-11.

The present fill rate is 69% against the requirement of Retail
Business & efforts are being made to deliver 75% supply across
regions, Developing new sourcing bases in coordination with
other retailers to meet the Retail requirement of off season & non
local SKU’s, Procurement of SKUs at competitive price through all
available channels.

Agri Division has planned for extension of services i.e.
Strengthened extension activities to the custom farmers and
facilitating farmers to get crop loans, subsidies on power tiller and
drip irrigation schemes, weekly training classes for field staff on
Pests and disease control, trained the farmers and field staff on
Soil treatment & Land Management and the importance of Crop
Rotation and water conversation.

SUBSIDIARY COMPANIES

During the year under review the Company has two subsidiary
Companies namely M/s. Heritage Foods Retail Limited and M/s.
Heritage Conpro Limited. M/s SKIL Raigam Power (India) Limited
ceased to be a subsidiary of the Company as per the provision of
the Section 4 of the Companies Act, 1956. In accordance with
the general circular issued by the Ministry of Corporate Affairs,
Government of India, the Balance Sheet, Statement of Profit and
Loss and other documents of the subsidiary companies need not
be attached with the Balance Sheet of the Company. However
the financial information of the subsidiary companies is disclosed
in the Annual Report in compliance with the said circular. The
Company will make available the annual accounts of the subsidiary
companies and the related detailed information to any member
of the Company who may be interested in obtaining the same.
The annual accounts of the subsidiary companies will also be kept

open for inspection at the Registered Office of the Company. The
Consolidated Financial Statements presented by the Company
include the financial results of its subsidiary companies.

CONSOLIDATED FINANCIAL STATEMENTS

Pursuant to Clause 32 of the Listing Agreement with Stock
Exchanges and in accordance with the Accounting Standard AS-
21 on Consolidated Financial Statements read with Accounting
Standard AS-23 on Accounting for Investments in Associates, the
audited Consolidated Financial Statements are provided in the
Annual Report.

ENVIRONMENT AND SAFETY

The Company is conscious of the importance of environmentally
clean and safe operations. The Company’s policy requires the
conduct of all operations in such a manner so as to ensure safety of
all concerned, compliance of statutory and industrial requirements
for environment protection and conservation of natural resources
to the extent possible.

DIRECTORS

Dr. A. Appa Rao and Dr. V. Naga Raja Naidu Directors retire by
rotation and being eligible; offer themselves for reappointment at
the ensuing Annual General Meeting.

During the year on the recommendation of Remuneration
Committee, the Board of Directors had recommended to the
Shareholders for the re-appointment of Smt. Nara Bhuvaneswari
as Vice Chairperson & Managing Director of the Company for a
period of three years w.e.f 1% April, 2012. The Shareholders had
approved the appointment through postal Ballot, the result of
which was declared on 9" May, 2012.

AUDITORS AND AUDITORS’ REPORT

Statutory Auditors: M/s. Raju & Prasad, Chartered Accountants,
Hyderabad Statutory Auditors of the Company, hold office until
the conclusion of the ensuing Annual General Meeting and are
eligible for reappointment.

The Company has received letters from them to the effect that
their reappointment, if made, would be within the prescribed
limits under Section 224(1B) of the Companies Act, 1956 and that
they are not disqualified for re-appointment within the meaning of
Section 226 of the said Act.

The Notes on Financial Statements referred to in the Auditors’ Report
are self-explanatory and do not call for any further comments.

Cost Auditor: As per the requirement of the provisons of Sec.
209(1)(d) and Section 233B of the Companies Act, 1956 and
pursuant to the Companies (Cost Accounting Records) Rules,
2011, your Company carries out an audit of Cost Accounting
records relating to Packaged Food Products for the year 2011-12.
Subject to the approval of the Central Government, the Company
has appointed M/s. Sagar & Associates, Cost Accountants, as Cost
Auditor of the Company for the Financial Year 2012-13.

Secretarial Auditor: As a measure of good corporate governance
practice, the Board of Directors of the Company appointed Ms.
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Savita Jyothi, Practicing Company Secretary, to conduct Secretarial
Audit. The Secretarial Audit Report for the financial year ended
March 31, 2012, is provided in the Annual Report.

The Secretarial Audit Report confirms that the Company has
complied with all the applicable provisions of the Companies Act,
1956, Securities Contracts (Regulation) Act, 1956, Depositories
Act, 1996 and all the Regulations and Guidelines of the Securities
and Exchange Board of India (SEBI) as applicable to the Company,
including The Securities and Exchange Board of India (Substantial
Acquisition of Shares and Takeovers) Regulations, 2011, The
Securities and Exchange Board of India (Prohibition of Insider
Trading) Regulations, 1992 and Listing Agreements with the Stock
Exchanges.

CORPORATE SOCIAL RESPONSIBILITY

Your Company is committed to good corporate citizenship
and makes constant efforts to build and nurture long lasting
relationships with members of the society in general and the
communities around its operating facilities in particular.

The core theme of this company’s CSR Policy is giving back to the
society from which it draws its resources by extending a helping
hand to the needy and the underprivileged. To implement the CSR
policy effectively, the company makes need based allocation of
funds from its earnings through trust. The trust has chosen Health,
Education and Livelihoods as the thrust areas for discharging its
Corporate Social Responsibility. Apart from the above thrust areas,
your company strives to serve the society through various other
measures distribution of clothes and relief materials during natural
calamities etc..

Your Company has started supporting small scale Industry
Producers, through the Private Labels and encouraged them by
marketing the products through Heritage Fresh and Heritage
Parlours.

INTERNAL CONTROL SYSTEMS

Your Company has a well-defined and documented internal
control system, which is adequately monitored. Checks and
balances and control systems have been established to ensure
that assets are safe guarded, utilized with proper authorization
and recorded in the books of account. The Internal control system
are improved and modified continuously to meet the changes in
business conditions, statutory and accounting requirements.

There is a proper definition of roles and responsibilities across the
organization to ensure information flow and monitoring. These
are supplemented by internal audit carried out by reputed firms of
Chartered Accountants. Your Company has an Audit Committee
consisting of four Directors, all of them are independent directors.
The Audit Committee of the Board of Directors, Statutory
Auditors and the Business Heads are periodically appraised of
the internal audit findings and corrective actions taken. The
Audit Committee of the Board of Directors actively reviews the
adequacy and effectiveness of internal control system and suggests
improvements, if any for strengthening them. The Company has a
robust Management Information System which is an integral part
of the control mechanism.

PARTICULARS OF EMPLOYEES

In terms of the provisions of Section 217(2A) of the Companies
Act, 1956, read with the Companies (Particulars of Employees)
Rules, 1975 as amended, the names and other particulars of the
employees are required to be annexed to the Directors’ Report.
Having regard to the provisions of Section 219(1)(b)(iv) of the said
Act, the Annual Report excluding the aforesaid information is
being sent to all the members of the Company and others entitled
thereto. Any member interested in obtaining such particulars may
write to the Company Secretary at the Registered Office of the
Company.

DEPOSITORY SYSTEM

As the Shareholders are aware, your Company’s Shares are tradable
in electronic form and the Company has established connectivity
with both the Depositories i.e. National Securities Depository
Limited and Central Depository Services (India) Limited. In
view of the advantages offered by the Depository System, the
shareholders are requested to avail the facility of dematerialization
of the Company’s shares.

TRANSFER OF UN-CLAIMED DIVIDENDS

Pursuant to Section 205C (2) of the Companies Act, 1956 read
with the Investor Education and Protection Fund (awareness and
protection of Investors) Rules, 2001 as amended from time to time
the unclaimed dividend amount of ¥ 7,30,198 (Rupees Seven
Lakhs Thirty Thousand and One Hundred and Ninety Eight Only)
for the year 2003-04 was transferred to the Investor Education and
Protection Fund during the year and the unclaimed dividend for
the year 2004-05 is due for transfer to the fund.

FIXED DEPOSITS

Your Company has not accepted any fixed deposits from the
public during the year.

ENERGY CONSERVATION, TECHNOLOGY ABSORPTION AND
FOREIGN EXCHANGE EARNINGS AND OUTGO

The particulars relating to energy conservation, technology
absorption, foreign exchange earnings and outgo, as required to
be disclosed under Section 217(1)(e) of the Companies Act, 1956
read with the Companies (Disclosure of Particulars in the Report
of Board of Directors) Rules, 1988 are provided in the Annexure
to this Report.

MANAGEMENT DISCUSSION AND ANALYSIS

Management Discussion and Analysis on the Industry structure,
developments, opportunities, threats and review of operational
performance and risk as required under Clause 49 of the Listing
Agreement with the Stock Exchanges forms part of the Annual
Report.

CORPORATE GOVERNANCE

The Company is committed to maintain the highest standards of
Corporate Governance and adhere to the Corporate Governance
requirements as set out by the Securities and Exchange Board of
India (SEBI). The Company has also implemented several best
Corporate Governance practices.
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The Report on Corporate Governance as stipulated under Clause
49 of the Listing Agreement forms part of the Annual Report.

The requisite Certificate from the Statutory Auditors of the
Company confirming compliance with the conditions of Corporate
Governance as stipulated under the aforesaid Clause 49 is attached
to this Report.

DIRECTOR’S RESPONSIBILITY STATEMENT

Pursuant to Section 217(2AA) of the Companies Act, 1956, the
Directors confirm that,

® In the preparation of the annual accounts, applicable
accounting standards have been followed along with proper
explanation relating to material departures.

® They have selected such accounting policies and applied
them consistently and made judgements and estimates that are
reasonable and prudent, so as to give a true and fair view of
the state of affairs of the Company at the end of the Financial
year 2011-12 and of the profit for that period;

® They have taken Proper and sufficient care for the maintenance
of adequate accounting records in accordance with the
provisions of the Companies Act, 1956 for safeguarding the
assets of the company and for preventing and detecting fraud
and other irregularities; and

® They have prepared the annual accounts of the company on a
going concern basis.

APPRECIATION

Your Directors would like to express their appreciation for the
assistance and co-operation received from the financial institutions,
banks, Government authorities, customers, vendors, farmers,
distributors, franchise and members during the year under review.
Your Directors also wish to place on record their deep sense of
appreciation for the committed services by the executives, staff
and workers of the Company.

Your Directors look forward to the future with confidence.

For and on behalf of
HERITAGE FOODS (INDIA) LIMITED

Place: Hyderabad
Date: 30" July, 2012

D. SEETHARAMAIAH
Chairman
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ANNEXURE TO THE DIRECTOR’S REPORT:
PARTICULARS REQUIRED UNDER THE COMPANIES (DISCLOSURE OF PARTICULARS IN THE REPORT OF BOARD OF

A. CONSERVATION OF ENERGY
a. Energy Conservation Measures taken:

DIRECTORS) RULES, 1988

Improvement in energy efficiency is a continuous process at your company and conservation of energy is given a very high priority

in all our plants and offices.

b. Additional Investments and Proposals for Reduction of Consumption of Energy

The company will be implementing various measures to automate the process, recovery of energy, which will result in reduction
of energy consumption. The company erected De Super Heaters at various plants of the company for conservation of energy and
erection works of Ammonia Chillers completed at various plants for the conversation of energy.

c. Impact of the above measures:

The above measures have resulted in savings on account of consumption of power and fuel.

d. Total Energy Consumption and energy Consumption per unit of production as per Form ‘A’ attached hereto (Dairy Division only)

FORM A
(Form for disclosure of particulars with respect to Conservation of Energy)
2011-12 2010-11
A. POWER AND FUEL CONSUMPTION
1. Electricity (Dairy)
a. Purchased
Units — KWH 22091606 22107880
Total Amount 103314577 97209198
Rate/Unit — %. 4.68 4.40
b. Own generation
Through Diesel generator
Units - KWH 2792225 1920997
Unit per liter of diesel oil 2.98 2.63
Cost/Unit - Z. 19.56 17.69
2. Furnace Oil
Quantity (Ltr) 2934374 2485286
Total cost 127662662 79104956
Average rate — X. 43.51 33.35
B. CONSUMPTION PER UNIT OF PRODUCTION STANDARD
Electricity (KWH/Ltr of milk) 0.18 0.29
Furnace oil (Ltr of milk) 0.22 0.16
TECHNOLOGY ABSORPTION (ENCLOSED IN FORM B)
FORM B
(Form for disclosure of particulars with respect to absorption) ®. in lakhs)
2011-12 2010-11
Research & Development (R & D) Nil Nil
Technology absorption, adaptation & innovation Nil Nil
Foreign Exchange Earnings 11.82 215.74
Foreign Exchange Outgo:
Assets Purchases Nil 22.40
Term Loan repayment (incl. Interest) 1511.07 1377.09
Software Support Nil Nil
Others 1.09 1512.16 Nil 1399.49
9
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FORWARD-LOOKING STATEMENTS

The report contains forward-looking statements, identified by
words like ‘plans’, ‘expects’, ‘will’, ‘anticipates’, ‘believes’,
‘intends’, ‘projects’, ‘estimates’ and so on. All statements that
address expectations or projections about the future, but not limited
to the Company’s strategy for growth, product development,
market position, expenditures and financial results, are forward-
looking statements. Since these are based on certain assumptions
and expectations of future events, the Company cannot guarantee
that these are accurate or will be realized. The Company’s actual
results, performance or achievements could thus differ from
those projected in any forward looking statements. The Company
assumes no responsibility to publicly amend, modify or revise
any such statements on the basis of subsequent developments,
information or events.

OVERVIEW OF THE ECONOMY

Despite new risks, the global economic recovery is gaining
strength. While growth in emerging economies remain strong,
that in the US and European region is slowly gaining momentum.
Some of economies of the developed nations are still a concern
with the Euro zone being the most vulnerable as rating agencies
continue to downgrade the sovereign rating of many of economies
in this region. The natural disaster in Japan, sharp increase in oil
prices consequent to the turmoil in the Middle East and North
Africa is fuelling uncertainty to the pace of global recovery.

The Indian Economy registered improved growth and was
amongst the better performers amid emerging market economies.
While the area sown under the Rabi crop is higher than last
year which augurs well for agricultural production, the index of
industrial production continues to be volatile. The other indicators
such as latest Purchasing Managers’ Index, direct and indirect tax
collections, merchandise exports and bank credit suggest that the
growth momentum persists. However, continuing uncertainty
about energy and commodity prices may vitiate the investment
climate, posing a threat to the current growth trajectory. Inflation
remains a challenge for the Indian Economy and the key risks
are tighter monetary conditions and rising prices eating into the
consumer’s disposable income.

Despite the challenging environment, the company performed
reasonably well and grew its revenues by 27%. Its net earnings
were also increased significantly.

INDUSTRY STRUCTURE AND DEVELOPMENTS

The Economic Survey states that a holistic approach involving
development in agricultural research, offering irrigational and
agricultural inputs and effective utilization of technology towards
increasing productivity is necessary. It noted that higher agricultural
yields are needed both for catering to local food requirements and
achieving a sustained growth path. A path of ‘inclusive growth’
involving both private and government investments should be
envisaged. Higher investments augmented with correct policies
and strategies are necessary conditions to achieve this sustained
growth path.

Out of the total global production of the milk 13% is contributed
by India. The dairy Industry is making a significant contribution
to the Indian Economy. The development of this sector has the
potential to bring down unemployment and the rate of poverty.
Though the industry has seen rapid growth in recent years, there is
ample scope for introducing newer technologies so that resources
are used in fullest extent.

India, houses the largest livestock in the world and the per animal
yield has great scope for improvement. The per capita availability
of milk is 263 grams/day and with the increasing consumption
of dairy products generated by the improvement in disposable
income. Thus there is vast potential for growth in the dairy sector.

The Retail landscape in India is changing rapidly and is being
considered by large foreign and domestic players. Market
liberalization and changing consumer behaviour have sown the
seeds of a retail transformation. Indian retailing is growing fast and
imparting the consumer preferences across the country. Modern
retailing is capable of generating huge employment opportunities
and additional workforces in retail support activities. Organised
retail which presently account for only 4-6 percent of the total
market is likely to increase its share over a period of time. It offers
huge potential for growth in coming years. India is becoming most
favoured retail destination in the world.

Competition in Dairy, Retail & Agri is expected to intensify as more
players, both local and Multinational enter the market supported
by significant brand investment. Your Company builds its business
strategy taking into account the opportunities for growth, within
the competitive and cost scenario.

OPPORTUNITIES

The demand for milk and milk products is increasingly buoyant
and there is substantial growth potential for your company. There
is a phenomenal scope for innovations in product development,
packaging and presentation. The flexibility of product mix is
tremendous, with balancing equipment and the Company can
keep on adding to its product line. Addition of more value added
products may lead to a greater presence and flexibility in the market
place along with opportunities in the field of brand building. Your
company is already in the forefront of these initiatives which is
reflected by the increasing turnover of the company.

Your Company has a professionally-trained, technical human
resource pool, built over years to meet the challenges in the dairy
industry. The main advantage of Company’s strength lies in its
efficient and effective supply and cold chain management, which
smaller players are lacking. This allows it wide reach and targete