KINEGO

DIRECTORS’ REPORT
To,
The Members,
Kineco Limited

Report of the Board of Directors for the Financial Year ending 31°' March, 2022

Your Directors present herein below the 27" Annual Report on the business and operations
of the Company and the financial statements for the Financial Year ended 31t March,
2022.

1) Financial & Business Highlights (Standalone and Consolidated):

Standalone
A snap shot of the performance of the company as per Standalone financial statement
is as under:
(Rs. In Crore)
Particulars For FY 2021-22 For FY 2020-21
Turnover (Net) 149.59 96.78
EBITDA 17.04 15.50
Profit/(Loss) before tax 204 0.23
Profit/(Loss) after tax (0.41) 0.88
Cash Profit 7.20 5.98

Consolidated

A snap shot of performance of the group as per consolidated financial statement is as

under:
(Rs. In Crore)
Particulars For FY 2021-22 For FY 2020-21
Turnover (Net) 201.91 145.06
EBITDA 29.72 25.52
Profit/(Loss) before tax 11.55 7.21
Profit/(Loss) after tax 6.22 1.92
Cash Profit 15.89 11.99

Year in Retrospect

During the year under review, your company clocked record high annual revenues of
INR 149.59 Crores (standalone) / INR 201.91 Crores (consolidated), resulting in a YoY
increase of 39% (standalone) / 54% (consolidated) and surpassing the previous high of
INR 124.52 Crores (standalone) / INR 178.45 Crores (consolidated) achieved in FY19-
20. The company demonstrated a strong recovery from the impact of second wave of
covid-19 in Q1 (Apr-dun 2021) which had stalled business momentum albeit
temporarily. This performance can be attributed largely to the company’s railways
business which bounced back with more than 2x YoY jump in revenues in FY 21-22 at
INR 116.96 Crores as compared to INR 52.58 Crores in FY20-21, when it was
impacted by most by Covid-19 induced business stoppages and supply chain
disruptions.
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The Earnings before Interest, Depreciation, Tax and Amortization (EBIDTA) stood at
Rs. 29.72 Crores (Consolidated) / Rs. 17.04 Crores (standalone) in FY 2021-22, as
compared to Rs. 25.52 Crores (Consolidated) / Rs. 15.50 Crores (standalone) in the
previous FY, thereby recording an YoY increase of 16% and 10% respectively.

While the company recorded a robust growth in revenues in the year under review, the
profit at standalone level witnessed a significant dip on account of unprecedented
increases in the input commodity prices and freight costs coupled with Company’s
contractual inability to pass these on to its customers due to fixed rate nature of
contracts in its railway business. While some of this impact was absorbed by a one-
time income from sale of Pultrusion assets to Kineco Exel Composites India Pvt Ltd,
given the magnitude of the impact and also due to the higher provisioning towards
deferred tax, the Company incurred a net loss of Rs. 0.41 Crores at the standalone
level. However, the Company continued to stay profitable at the PBT level with PBT of
Rs. 2.04 Crores (standalone) and cash profit of Rs. 7.20 Crores.

The Consolidated Net Profit after Tax in the year under review came at Rs.6.22 Crores
as compared to Rs. 1.92 Crores in the previous Financial Year on account of improved
profitability of the Company’s Aerospace business.

The Company's ongoing discussions on potential strategic partnership with a global
leader in the pultruded composites industry culminated in signing of Joint Venture with
Exel Composites, Finland in Oct 2021. The Company sold its pultrusion assets to a
new JV company, Kineco Exel Composites India Pvt Ltd, in which Exel Composites Oyj
subscribed to a 55% equity share ownership with the balance 45% shareholding held
by Kineco Limited. The joint venture seeks to harness the technological expertise and
manufacturing knowhow of both the partners and target significant business growth in
large and growing industries such as wind power, ftransportation and
telecommunications.

The Company's proactive engagement with its workforce during the pandemic has
played a key role in the successful ramp up of business and its considerably better
performance in the year under review as compared to previous period. During the year
under review, the Company dutifully complied with the Government SOPs to ensure
health and well-being of its employees and all the production facilities could operate
safely without any risk to the employees. As on the date, 100% of Company’s
employees are fully vaccinated with both doses of vaccines.

With our country and industry going through a favorable economic turnaround post the
pandemic, the Company's businesses are expected to continue the positive growth
momentum in FY22-23. With recent closure of significant new orders in Q3 and Q4
FY21-22, the Company’s consolidated order book stands over INR 200 Crores as on
31st Mar 2021, executable in next two FYs.

RAILWAYS

With 78% share in the standalone revenue mix for FY21-22, the Company’s railways
business was the single largest contributor to the Company’s turnover in the year under
review as has been the case in recent years. With an order backlog of INR 150 cr and
strong order pipeline and visibility, the Company's railways business is positioned to be
main driver of growth for the Company in the coming FYs.

During the year under review, the railway business has been able to acquire significant
market share in turnkey segment by winning contracts for coach refurbishment of key
train platforms such as Tejas (INR 35 Crores order) and Garibrath (INR 82 Crores




order). The rail business also managed to get onboard the signature Vande Bharat train
platform by bagging a key order for supply of aerodynamic front ends.

Kineco rail business with its current market positioning has a real opportunity to be a
leader in this field with a combination of its existing product offerings and launch of new
products which are in advanced stages of development at its in-house R&D unit
(Zugmak), such as vacuum toilets, automatic doors, etc.

This success hinges on timely execution of existing orders and aggressive sales
acquisition in private rail car market in coming FY which will allow Kineco to consolidate
its leadership position in the domestic rail interiors market and make strong inroads in
the global rolling stock market.

However, the fierce competitive pricing prevailing in the domestic market coupled with a
volatility in prices of input raw materials pose a risk of keeping profitability of the rail
business under downward pressure in the near term. The Company expects the market
forces to pave the way for consolidation amidst competitive pressures. The Company's
Rail business aims to continue its focus on best in class operational practices and
strategic initiatives on vendor development to optimize some of its manufacturing costs.

DEFENCE

During the year under review, the Company's Defence business consolidated its
position in the market and registered a flat YoY growth with revenues of INR 19.29
Crores in FY21-22. The Company’s Defence business continued to reap the benefits of
the commercialization of its signature product, Sonar Dome by supplying 3 nos to
Mazagaon Dock Shipbuilders Limited (MDL) in this period. The Company has a robust
order visibility of ~ INR 60 Crores for Sonar Domes in next couple of years. The
Company is also in discussions with potential overseas customers to make a foray in
the defence export market with its Indian Designed, Developed and Manufactured
(IDDM) Sonar Dome and also other critical composite products onboard land, marine
and aerial defence platforms.

AEROSPACE

During the year under review, the Company's Aerospace business, Kineco Kaman
posted revenues from operations of Rs. 52.48 Crores, registering a YoY increase of
8.07% from Rs. 48.56 Crores in FY20-21. Although the Profit before Interest and
Depreciation dipped from Rs. 14.42 Crores to Rs. 12.68 Crores, a decline of 12.07 %
over previous year figures, the net profit after tax increased from Rs. 5.40 Crores to Rs.
7.23 Crores during the year under review.

In recent years, the global aerospace ecosystem has been affected by the global
slowdown in the aftermath of the pandemic and more recently by Russia-Ukraine war
crisis. The uncertainty in availability of raw materials particularly carbon fiber and steep
rise in the prices of key input materials, consumables and freight costs posed multiple
logistic challenges during the year under review.

Despite this, the Company’s Aerospace business Kineco Kaman continued to fulfill the
expectations of its customers on timely delivery and quality parameters in FY2021-22.
The Company was once again recognized and conferred Gold Supplier award by its
flagship customer BAE Systems for maintaining a 100% on-time delivery rating & 100%
quality performance in 2021.

In FY21-22, the Company's Aerospace business also completed its first commercial
delivery of Composite Equipment Bay Shroud (EBS) Assembly to Vikram Sarabhai




Space Centre (VSSC) and achieved the distinction of being India’s first private
company to complete successful industrialization of EBS Composite Assembly for
ISRO’s Geosynchronous Satellite Launch Vehicle (GSLV) Mark-I11.

During the year, the Company’s Aerospace business made foray into the field of
satellite communication by adding two new customers, which opens up avenues for a
recurring reflectors and Radomes business.

During the year, Company's Aerospace business signed a purchase contract with Fill,
Austria for procurement of 7-Meter-long 14 Axes Dual Robotic Arm Ultrasonic C-Scan
Equipment to enhance its existing ultrasonic inspection capability. This additional C-
scan capability shall facilitate Kineco Kaman to collaborate with global OEM’s & Tier-1s
to win new business across aerospace, defense and space segments.

While the Company’s Aerospace business has confirmed order book, strong order
visibility and sound financial liquidity position, anticipating uncertainties and further
disruptions in the Aerospace & Defence sector, the Board is closely monitoring the
situation and will take the appropriate measures to protect the interests of the
Company, its employees, shareholders and other stakeholders.

Overall, the Company’s combined Aerospace and Defence business is poised to make
the Company one of India's leading developers and manufacturers of composite
structures for domestic and global aerospace and defence applications.

In summary of the year under review, the Company has been able to gain market share
and secure its leadership position in key segments of railway, aerospace and defence
while maintaining an expectation that competitive pressures and commodity prices will
soften in medium to long term and allow the Company to deliver long term value to its
shareholders.

3) _Management Discussion and Analysis

a. Industry structure and developments.
Kineco offers a wide spectrum of composites for Aerospace, Defense, Railways,
Automotive and Telecommunication sectors. The Company’s primary business
activity is manufacturing and selling of composite FRP products to these end use
sectors. The Company's production facilities are located at Goa, India. As such
there are no reportable geographic segments.

b. OQutlook on Opportunities, Threats, Risk and Concerns.
The Company expects the margins in railways to remain under competitive
pressure. To overcome these market conditions, the Company is taking various
initiatives on operational excellence, which will result in higher efficiencies and
lower costs. The Company is consistently pursuing new opportunities and
partnerships to grow its non-railway business that will allow it to decrease its
dependency on the railway business.

c. Internal control systems and their adequacy.
The Company has adequate Internal Control procedures commensurate with its
size and nature of the business. These business control procedures ensure efficient
use and protection of the resources and compliance with the policies, procedures
and statutes. The Internal Control system provide for well-documented policies,
guidelines, authorizations and approval procedures. The Internal Auditors of the




Company, RGN Price & Co., had carried out Internal Audit extensively throughout
the year. The prime objective of such Audit is to test the adequacy and
effectiveness of all Internal Controls laid down by the management and to suggest
improvements, wherever necessary.

d. Financial performance
The Consolidated Earnings before Interest, Depreciation, Tax and Amortization
(EBIDTA) stood at Rs. 29.72 Cr in FY 2021-22, as compared to Rs. 25.52 Cr in the
previous FY, thereby recording an increase of 16% YoY.
The Consolidated Net Profit after Tax in the year under review increased to Rs.6.22
Cr from Rs. 1.92 Cr in previous Financial Year.

e. Human Resources / Industrial Relations
Human resources continue to be a key thrust area for the company. The Company's
relationship with its employees continues to be cordial. This year the Company
organized virtual training workshops to enhance the skill levels of its employees.
The Company alsc conducted a number of employee engagement e-workshops
during the year. The number of employees stood at 186 as on 31% March, 2022.

4) Comments on audit report:

There were no qualifications, reservations or adverse remarks made by the Statutory
Auditors in their report and therefore do not call for any further comments and
explanations.

5) Appointment Of Statutory Auditors:

M/s. V.B. Prabhu Verlekar & Co., Chartered Accountants (Firm Registration No. 108008W),
Panaji, Goa were appointed as Statutory Auditors for a period of 5 years, from the
conclusion of Annual General Meeting held on 22nd September, 2018 until the conclusion
of the 29th AGM of the Company to be held in the year 2023, at a remuneration decided by
the Board of Directars. The Ministry of Corporate Affairs has vide notification dated 7th May
2018 obliterated the requirement of seeking Member's ratification at every AGM on
appointment of Statutory Auditor during their tenure of 5 years.

6) Deposits:
The Company has not accepted any deposits during the year.
7) Insurance:

All assets of the company are adequately insured under comprehensive risk policies, which
are fully in force.

8) Dividend:
Your Directors have not recommended any dividend for the FY ended 31.03.2022.

9) Change in Share Capital

The Authorised share capital of the Company is Rs. 20,50,00,000 (Rupees Twenty Crore
and Fifty Lakhs).The equity paid up share capital is Rs. 6,26,41,830/- (Rupees Six Crore
Twenty-Six Lakhs Forty-One Thousand and Eight Hundred and Thirty Only) and the
preference paid up share capital is Rs. 8,00,00,000/- (Rupees Eight Crore Only).




There were no changes in the share capital during the year under review.

However, the terms of terms of redemption of the 1% cumulative optionally convertible
Preference Shares of Rs. 100 each have been varied with the consent of the single
shareholder of Preference Shares of the Company. The details of which are given below:

i. Type of shareholder — Preference shareholder

i. No. of shares held by the shareholder - 8,00,000 preference shares

iii. Existing amount per share — Rs. 100 per share

iv. Type of variation — Extension in period for Redemption by one year and
proportionate increase in redemption premium thereof.
V. Details of resolution passed — Board Resolution passed on 23.05.2022.

10) Additional Information:

The Company has duly complied with the provisions of Section 197 read with Schedule V
and all other applicable provisions of the Companies Act, 2013 and the Companies
(Appointment and Remuneration of Managerial Personnel) Rules, 2014.

11) Energy conservation and technology absorption:

The Company regularly monitored air emission sources and the ambient air quality and
was able to maintain emission levels within regulatory standards. The Company takes
adequate measures to reduce energy consumption.

12) Secretarial Auditor

The Company has appointed Mr. Sudarshan Shintre, Practicing Company Secretary as
Secretarial Auditor for the FY 2021-22. There were no qualifications in the Secretarial
Auditor's Report for the Year ending 31% March 2022 (Annexure 4).

13) Directors

Presently the Board of Directors of the company comprises of 9 (Nine) directors. There
were no changes in the Board of Directors during the year under review.

Mr. Prashant Naik and Mr. Subramanyam M, who are liable to retire by rotation at the
ensuing AGM, being eligible, have offered for re-appointment. The Board recommends
their re—appointment.

The Company has received confirmations that none of the Directors were disqualified as
on March 31, 2022 from being appointed as a director in terms of Section 164(2) of the
Companies Act, 2013.

Pursuant to the provisions of Section 149 of the Act, the independent directors have
submitted declarations that each of them meet the criteria of independence as provided in
Section 149(6) of the Act and that they have complied with the Code for Independent
Directors prescribed in Schedule IV to the Act. There has been no change in the
circumstances affecting their status as independent directors of the Company.

14) Key Managerial Personnel (KMP)

Pursuant to the provisions of Section 203 of the Act the Key Managerial Personnel of the




Mr. Aravind Kumar S R, Chief Financial Officer and Mrs. Manisha Naik Shirgaonkar,
Company Secretary.

15) Performance and Financial Position of the Subsidiary/Joint Venture/Associate
Company:

During the year, the Board of Directors ('the Board') reviewed the affairs of the subsidiary.
In accordance with Section 129(3) of the Companies Act, 2013, we have prepared
consolidated financial statements of the Company with its subsidiary, which form part of the
Annual Report. Further, a statement containing the salient features of the financial
statement of the subsidiary in the prescribed format AOC — 1 is appended as Annexure 1
to the Board's report. These documents will also be available for inspection during
business hours at our registered office.

16) Particulars of Loans and Investments

During the year under review, Company's shareholders at its Extraordinary General
Meeting held on 30th September 2021, accorded their consent to sell/transfer the
Pultrusion Assets of Kineco Ltd to a WOS of the Company.

On 13" October 2021, the Company purchased 10 equity shares from the first
shareholders of Kineco Exel Composites India Private Limited (KECI) at face value and
further the Company, upon renunciation of their rights by the first shareholders, subscribed
to the Rights Issue offered by KECI at face Value. The Company was subseqguently allotted
82,870 shares at face value, thereby making KECI a wholly-owned subsidiary.

Thereafter the Company transferred the said Pultrusion Assets (including Inventory, Non-
Compete Fees & intangible Assets) to KECI on 13" October 2021 for a consideration of
Rs. 10.23 Crores.

On 14 October 2021 Kineco sighed an agreement to establish a Joint Venture to develop
the Indian pultrusion market together with Exel Composites Oyj, a Nasdaq Helsinki listed,
globally recognized composites company. This Joint Venture enables the Company to
grow its Pultrusion Business, by leveraging global Pultrusion technology and market
knowhow offered by Exel Composites Oyj, while making use of Kineco’s existing local
know-how and resources in the Indian market.

KECI offered 1,01,290 equity shares by a Preferential Issue on a Private Placement basis
to Exel Composites OYJ at a price of Rs. 1,110 (Rs. 100 plus Rs. 1010 premium). Upon
acceptance of the offer, KECI allotted 1,01,290 shares to Exel Composites OYJ, thereby
making Exel Composites OYJ a holding company to KECI (holding 55% of the
shareholding of KECI) and Kineco, an Associate Company (holding 45% shareholding of
KECI). The Joint Venture — Kineco Exel Composites India Pvt Limited has envisioned that
its long-term goal is to produce Pultrusion products and scale the business up by selling
Pultrusion profiles across diverse segments.

On 12" January 2022, the Board of the Company approved extending a Corporate
Guarantee in favour of HDFC Bank Limited, for enabling KECI (borrower) to avail a
Working Capital Loan facility(ies) amounting to Rs. 5 Crores (Rupees Five Crores Only).

On 24" February 2022, the Board approved granting of an unsecured working capital
loan(s) with an umbrella limit of Rs. 1 crore, as and when required by KECI, in order to
meet its Working Capital requirements for a maximum period of 1 year, at a rate of interest
of Prevailing bank rate plus one percent. The loan has not been availed by KECI as on




date and the same may be availed as and when required by KECI, depending on its
working capital requirements.

Details of 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.

17) Number of Board Meetings conducted during the year under review

During the year under review, 13 (Thirteen) board meetings took place on 18" June 2021,
10" August 2021, 04" September 2021, 08" September 2021, 18" September 2021, 12"
October 2021, 13" October 2021, 14" October 2021, 09" November 2021, 12" January
2022, 04" February 2022, 09" February 2022 & 24" February 2022.

The Company has complied with all the Secretarial standards, as applicable to the
Company.

18) Audit Committee

The Committee comprises of three Directors. Majority of the members of the committee are
Independent Directors and possess strong accounting and financial management
knowledge. The Company Secretary of the Company is the Secretary of the Committee.
The committee had Seven meetings during the FY 2021-22 on 18" June 2021, 10™ August
2021, 04" September 2021, 12" October 2021, 13" October 2021, 09" November 2021
and 09" February 2022.

All the recommendations of the Audit Committee were accepted by the Board.

Composition of the Audit Committee:

1) Mr. Vipin Agarwal - Chairman
2) Mr. Rajesh Khaunte - Member
3) Mr. Ramesh Rajan - Member

19) Nomination & Remuneration Committee

The Committee comprises of three Directors. Majority of the members of the committee are
Independent Directors. The committee had one meetings during the FY 2021-22 on 18"
June 2021. All the recommendations of the committee were accepted by the Board.

Composition of the NRC Committee:

i) Mr. Rajesh Khaunte- Chairman

i) Mr. Vipin Agarwal- Member

iii) Mr. Subramanyam Mutnuru- Member

20) Cost Audit

The Company maintains cost records as specified by the Central Government under sub-
section (1) of section 148 of the Companies Act, 2013.

During the year the Board appointed Mr. Irudayam Savari Muthu (FRN No.100107) as Cost
Auditor of the Company for conducting the audit of cost records of the Company made and
maintained by the Company pertaining to the financial year commencing from 01.04.2021
and ending on 31.03.2022.




21) Vigi! Mechanism/Whistle Blower Policy

The Company has established a Vigil Mechanism/Whistleblower Policy for the employees
to report their genuine concerns or grievances is made available to the employees. The
Audit Committee of the Company oversees the Vigil Mechanism.

22) Corporate Social Responsibility (CSR)

During the year under review, The Provisions of Section 135 of the Companies Act, 2013
read with the Companies (Corporate Social Responsibility) Rules, 2014 and Schedule Vi,
with respect to Corporate Social Responsibility were not applicable to the Company for the
FY 2021-22.

The Company has constituted a CSR Committee consisting of the following members:
1. Mr. Aditya Reddy

2. Mr. Shekhar Sardessai

3. Mr. Rajesh Khaunte

Pursuant to Section 135(9) of Companies Act, 2013, since the Company's spending
towards CSR does not exceed Rs 50 lakhs, the requirement for constitution of the
Corporate Social Responsibility Committee is not applicable and the functions of CSR
Committee are being discharged by the Board of Directors of the Company. Hence, the
company did not hold meeting of the CSR Committee.

Annual Report on CSR activities are included in the Annexure -3 of this Report in the
format prescribed in the Companies (CSR Policy) Rules, 2014. The CSR Policy of the
Company is available on the website of the Company (www.kinecogroup.com).

23) Related Party Transactions:

Transactions entered into by the company are in its ordinary course of business and at
arms’ length price, and are completely outside the scope of section 188(1) of the
Companies Act, 2013 and hence, this does not require disclosure of such transactions in
the Board report, with the exception of a transaction as reported in Form AOC -2, annexed
as Annexure - 2 to this Report.

All transactions with related parties are placed before the Audit Committee for approval.
The Audit Committee reviews all transactions entered into by the Company on a quarterly
basis.

24) Risk Management

A key factor in determining a company’s capacity to create sustainable value is the risks
that the company is willing to take (at strategic and operational levels) and its ability to
manage them effectively. Many risks exist in a company’s operating environment and they
emerge on a regular basis. The Company’'s Risk Management processes focuses on
ensuring that these risks are identified on a timely basis and addressed.

25) Prevention of sexual harassment at work

The Company has put in place a ‘Policy on Prevention of Sexual Harassment of Women at
Work Place’ with aim to redress sexual harassment instances, to create mechanism on
redressal of such issues at workplace and sensitizes employees on how to r ch




offences to the committee. During the year no complaints of sexual harassment were
received by the Internal Committee.

26) Foreign currency earning and outgo

During the year, foreign currency inflows were Rs. 3.68 Cr and outflows were Rs. 2.25 Cr.

27) Material changes and commitments

There are 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 the Report.

28) Significant and Material Orders

There were no significant and material orders passed by the Regulators or courts or tribunals
impacting the going concern status and Company’s operation in the future.

29) Directors’ Responsibility Statement:

Pursuant to provisions of Section 134(3) (c) of the Companies Act, 2013, the directors

hereby state and confirm that:

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

(b) the directors had selected such accounting policies and applied them consistently and
made judgments and estimates that are reasonable and prudent so as to give a true
and fair view of the state of affairs of the company at the end of the financial year and
of the profit and loss of the company for that period,

(c) the directors had taken proper and sufficient care for the maintenance of adequate
accounting records in accordance with the provisions of this Act for safeguarding the
assets of the company and for preventing and detecting fraud and other irregularities;

(d) the directors had prepared the annual accounts on a going concern basis; and

(e) the directors had devised proper systems to ensure compliance with the provisions of

all applicable laws and that such systems were adequate and operating effectively.

30) Annual Return

The annual return referred to in Section 134(3)(a) of the Companies Act, 2013 will be
available at the web address: www kinecogroup.com.
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