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Statement
GRI Application Level Check

GRI hereby states that Kirloskar Qil Engines Ltd. has presented its report “The Engine for Sustainable
Growth” (2010-2011) to GRI’s Report Services which have concluded that the report fulfills the
requirement of Application Level A+.

GRI Application Levels communicate the extent to which the content of the G3 Guidelines has been
used in the submitted sustainability reporting. The Check confirms that the required set and number of
disclosures for that Application Level have been addressed in the reporting and that the GRI

Content Index demonstrates a valid representation of the required disclosures, as described in the GRI
G3 Guidelines.

Application Levels do not provide an opinion on the sustainability performance of the reporter nor the
quality of the information in the report.

Amsterdam, 11 November 2011

N GRI REPORT
GRI CHECKED

Nelmara Arbex
Deputy Chief Executive
Global Reporting Initiative

The “+” has been added to this Application Level because Kirloskar Oil Engines Ltd. has submitted (part
of) this report for external assurance. GRI accepts the reporter’s own criteria for choosing the relevant
assurance provider.

The Global Reporting Initiative (GRI) is a network-based organization that has pioneered the development of the world’s most widely used
sustainability reporting framework and is committed to its continuous improvement and application worldwide. The GRI Guidelines set out
the principles and indicators that organizations can use to measure and report their economic, environmental, and social performance.
www.globalreporting.org

Disclaimer: Where the relevant sustainability reporting includes external links, including to audio visual material, this statement only
concerns material submitted to GRI at the time of the Check on 30 October 2011. GRI explicitly excludes the statement being applied to any
K later changes to such material.




THE ENGINE FOR SUSTAINABLE GROWTH

KGirloskar Qil Engines Ltd has embarked on its
sustainability journey by adopting a multi-
pronged approach involving every part of the
organisation from employees to operations to
research. Working together as one unified ma-
chine, we are driving forward the change that

we want to seein society.

Engine for Sustainable Growth- our theme for
this year's sustainability report, is the visualisa-
tion of this very thought. Our management is
the spark, the plants channel the fire (the cyl-
inder heads), our people are the driving shafts,
with different divisions functioning as the gate-
way of new ideas and designs that create more
fire for growth (valves) - all of which stream-

lined (lubricant) by the human resources,
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STATEMENT FROM THE CHAIRMAN & MANAGING DIRECTOR

Enriching Lives

Dear Reader,

| welcome you to the second edition of our Corporate
Sustainability report. Our first Corporate Sustainability
report was well received and appreciated by an array of
stakeholders within and outside of the industry - employ-
ees, customers, suppliers, MIDC officers to name a few.

As we report this year, we are a listed company on the
National Stock Exchange and the Bombay Stock Exchange.
Sustainability remains a top priority at my office and we
recognize that it encompasses every stream of our busi-
ness. We have continued to make conscious efforts in
improving our performance on the triple bottom line and
we recorded some encouraging results this year. Before

| present our key achievements this year, | would like to
introduce the major changes in the business environment
we operate in and its impact on our business.

Amongst other things, this year witnessed a steep rise in
commodity prices. The consequent increase in the price
of raw materials directly impacted our operations. The
entry of global multinationals intensified competition in
the higher kVA markets for our power generating sets.
Chinese products continued to be prime rivals in the low
HP agriculture pumpsets market. The tower manage-
ment business in the telecom sector continued to witness
consolidation resulting in lower demand for generating
sets; the size of the market reduced by more than 60%.
The rising prices coupled with increasing competition and
shrinking markets created intense pressure on our mar-
gins.

Nevertheless, we managed to register an increase in
sales of 6.5% over last year. We have been able to do so
by increasing efficiency of our production, aiding us in
bringing down costs and keeping abreast of competition
through constant innovation driven by market demands.
Both these issues feature among the four key material
areas of sustainability charted out last year through ex-
tensive discussion and prioritizing exercises of our top
management. The performance this year only underlines
the fact that these issues are not only most important
but also most necessary in our move towards sustainable
growth. | would like to present some performance high-
lights in these areas of strategic priorities for us:

WE ARE NOW LISTED ON

35SE & NSE




EMPLOYEE RETENTION AND TALENT MAN-
AGEMENT

In our efforts to retain and develop talent, we have intro-
duced many development programs in partnership with
renowned institutes in India for employees across different
levels. Our training man days have increased by 66% per
employee since 2009. We have also introduced many best
practices to provide a healthy work life balance for our em-
ployees such as flexible work timings and birthday special
holiday. Our workplace continues to attract talent from
across premier institutes in India. | welcome all the new
employees who have joined us in many different roles.

I am pleased to share that KOEL has found place in the
Limca Book of Records for having concluded the sixth
consecutive wage agreement with our unionized work-
force before the date of expiry of the previous agree-
ment, without any loss in man-days.

PRODUCT INNOVATION

One of our significant achievements this year was the suc-
cessful completion of the transition of our product port-
folio to Bharat Stage Il emission standards, while keeping
it user friendly and cost effective. This was a challenging
task as it required a complete redesign of the engines and
technologies used. Our Corporate Research & Applica-
tion Engineering have successfully applied for a patent for
the ‘Super Silent’ canopy for gensets. In addition to new
products such as pump-sets, the Kirloskar Flexi Green
sets, engines for firefighting pumpsets (FM/ UL approved)
and others, we have upgraded technology of existing ver-
sions by moving to Common Rail Injection System, and
changing over to 4 valves per cylinder from 2 valves per
cylinder.

ENERGY CONSERVATION

Our ENCON cell remains the primary driver of the energy
conservation initiatives at all our facilities. By being sig-
natories to CIl’s voluntary Code of Ecologically Sustaina-
ble Growth, we are committed to increasing our resource
efficiency, and enhancing recyclability and reusability of
our products. In this regard, during the reporting period,
we commissioned a study to estimate our carbon foot-
print. Using this study, we will develop a road map and set
targets to cut down our carbon footprint.

Further, our Rajkot plant has been approved for the ISO
14001 & OHSAS 18001 certifications, in line with our other
plants. All our facilities are 1ISO 9001 certified. Our con-

certed efforts in energy conservation over the last three
years has earned us recognition in the form of ‘Parivartan
Leadership Award for Sustainability’ in the Automotive
Sector by India Carbon Outlook, New Delhi. Further, our
Pune plant was felicitated with the prestigious 11th Na-
tional Award for Excellence in Energy Management 2010’
by Confederation of Indian Industries (ClI).

FOSTER HOLISTIC GROWTH IN COMMUNITIES
AROUND US

We have a structured Operating Plan developed year on
year by our CSR department specifically for our inter-
ventions in the community. This is done based on needs
assessed and gathered from the communities we oper-
ate in, and our focus areas remain health, education,
sustainable livelihoods and environment. We continue to
espouse WASH, an initiative by the Kirloskar Foundation.
We also support Akanksha centres of learning in our en-
deavour to make quality education accessible to all. I am
pleased to announce the introduction of ‘Saakav’, a life
skill training initiative specifically tailored for adolescent
boys and girls.

While these four areas remain important in our strategic
plan, they also lay the foundation in achieving our larger
goal of sustainabhility - improving our performance across
the triple bottom line and creating value for our stake-
holders.

As a company, we have decided to focus closely on our
engines business. In doing so, we have decided to sepa-
rate from our bearings business. With approval from the
shareholders, our bearing business has changed hands
to KSPG Automotive India Private Limited (a subsidiary of
Kolbenschmidt (KS), Germany). The operations will be for-
mally taken over in October next year.

To increase our range of products and the market share
in the commercial marine sector, we have signed a license
agreement with Daihatsu Diesel Manufacturing Company,
based in Japan. These engines will cater to the needs of
commercial ships for main propulsion and auxiliary diesel
generating sets.

We continue to remain the only Indian manufacturer qual-
ified to supply large capacity diesel generating sets to the
Nuclear Power Corporation. We plan to further diversify
our product base and expand into defence and gas seg-
ments, to address the competition. We are also focusing
on developing hybrid power solutions.
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GOING FORWARD

The Government of India has increased the planned allo-
cation towards infrastructure development from 23.3% of
total plan allocation the previous year to 48.5% this year,
indicating its focus on growth in this sector. While the
Government projects an increase of the share of manu-
facturing in economy to 25% from 16% over the next 10
years, the recent trends indicate a slowdown in industrial
activity. There has been a negative growth witnessed in
the capital goods segment lately. Inflation, high commodi-
ty prices and crude oil prices are huge risks for an emerg-
ing economy such as the Indian economy. We consider
these developments and their impact on the industrial
climate as challenges going forward for our business.

We will continue to work towards sustainable growth this
year as well. Diversifying our product portfolio and cus-
tomer base by employing value engineering, upgrading
manufacturing processes, adopting cost cutting meas-
ures, working with suppliers and vendors to develop
more efficient processes, while being an environmentally
conscious organisation and ensuring that our people and
communities prosper along with us. KOEL will be well set
to tackle any challenges and will continue to add value to
our stakeholders.

Atul Kirloskar
Chairman and Managing Director
Kirloskar Oil Engines Ltd.



ABOUT THE REPORT

We, at Kirloskar Oil Engines Limited (KOEL), present ‘The
Engine for Sustainable Growth’, our second Corporate
Sustainability Report. Through this report, we have at-
tempted to present our performance on the triple bot-
tom line for the period April 2010 to March 2011. We have
taken care to cover topics that are material to our stake-
holders in detail, while also following up on the status

of commitments laid out in our first report covering the
period 2009-10.

We have continued to adopt the Global Reporting Initia-
tive’s (GRI) sustainability reporting guidelines (G3) and
this report meets the application level A+. In addition to
providing disclosure on all 49 core indicators as required
by GRI for the application level A, we have also reported
on a few additional indicators, such as energy aspect in-
dicators and product responsibility indicators that are of
relevance to us. Wherever necessary, we have explained
the assumptions and/or exceptions while reporting on the
GRI indicator protocols.

The report’s primary target audiences are our employees,
investors, customers and suppliers, regulatory authorities
as well as individuals and organizations who would be in-
terested in KOEL's performance on environmental, social
and economic aspects. We intend to continue to report
annually.

The scope of the report continues to cover all our major
operating divisions on engines and bearings - our plants
at Pune, Kolhapur, Nashik, Rajkot and Ahmednagar. To ca-
ter to the export markets, we have sales teams stationed
at Dubai, South Africa, Nigeria, Kenya & Indonesia. In
some of these countries, we share office space with the
Kirloskar Group companies. Our sales and support teams
abroad, joint ventures, associates and subsidiaries are
outside of the reporting purview.

We retained Ernst & Young (India) Pvt. Ltd, an independ-
ent and professional services firm, to provide assurance
to this Corporate Sustainability report. A representative
sample of data was made open for scrutiny and verifi-
cation for their external assurance team. This has been
done not only to add credibility to our report but also
with an objective to strengthen our approach to sustain-
ability through capacity building of our team.

Readers may kindly address their queries or feedback on
the content of the report to sustainability@kirloskar.com.

THE ENGINE FOR SUSTAINABLE GROWTH

DISCLAIMER

The terms ‘KOEL, ‘the Company’, ‘the organisation’, ‘we’, ‘us’, refer to Kirlo-
skar Oil Engines Limited and is used purely for the sake of convenience, and
are not intended to mislead the reader.

All financial values are expressed in terms of Indian rupees. Large numbers
may be expressed in terms called lakhs, crores or millions; these are Indian
words commonly used and accepted in the Indian sub-continent.
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ABOUT KIRLOSKAR OIL ENGINES

To be amongst
the top ten Global
Players in off-
highway engines
business

OUR VALUES

OUR MISSION

"By 2012, we will achieve CIl EXIM
Business Excellence award status. By
2014, we will be a Rs 5,000 Crores
company with 15 % profitability."

We are Kirloskar Oil Engines Limited, India’s largest man-
ufacturer of diesel engines, we are also involved in the
design & manufacture of generating sets, pumpsets and
bearings. Incorporated in 1946 as a part of the Kirloskar
Group of Companies, a leading engineering conglomerate,
we have grown today to achieve an annual turnover of
Rs. 2400 crore. The Demerger became effective in March
2010. In December 2010, equity shares of the Company
were permitted for listing and trading on Bombay Stock
Exchange (BSE) and National Stock Exchange (NSE).
The Group, with a rich heritage of 123 years has passed
on its core purpose of ‘Enriching Lives’ to us at KOEL. In
serving the core purpose, our business operations are
guided by the principles of Speed, Innovation & Transpar-
ency. Our core value system is underscored by the value
of integrity. It further translates to specific values in our
functions and operations as

» Quality First

» Customer Focus

» Respect for People

We continue to strive towards realising our vision

“To be amongst the top ten Global Players in off-highway
engines business”

by climbing up 4 places from 2009-10 to emerge at 15
amongst other global players.

Our persistence has brought us closer to achieving our
missions of

“By 2012, we will achieve ClI EXIM Business Excellence
award status. By 2014, we will be a Rs. 5,000 Crores com-
pany with 15 % profitability.”

In our efforts towards achieving the Business Excellence
award status, we have inched closer by gaining a higher
score on assessment parameters, particularly in people
and strategy categories. Our economic performance has
been encouraging as we close this year with increased
revenues and revived export markets. This has been dis-
cussed in detail in the following sections.
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STAKEHOLDER ENGAGEMENT & MATERIAL ISSUES

OUR KEY STAKEHOLDERS

CUSTOMERS/ CLIENTS
EMPLOYEES
SUPPLIERS
INVESTORS

SOCIETY
SHAREHOLDERS
DEALERS

Stakeholders are essential pillars of our business. The Heads of the
different departments weighted the stakeholder groups to iden-
tify the stakeholders who have a direct impact on our business. In
doing so, they considered parameters such as extent of impact,
frequency of interaction, systematic engagement process and iden-
tification of common concerns and aspirations.

We interact with each of these groups in many different ways - via
meetings, partnerships, newsletters, forums, conferences, etc. The
purpose, mode and frequency of the engagement for each of these
stakeholder groups have been specified at respective sections
throughout the report.

We respect and act upon the messages, suggestions, comments
and feedback thus received from our stakeholders. This not only
paves the way ahead for our business, it helps us identify areas of
improvement and deliver better quality service and an alignment
with our customer needs. These elements form the core of the
KOEL value system.

The inputs from stakeholders coupled with the vision of our top
management and their sensitivity to sectoral issues have allowed
us to identify areas of primary importance to us as an organization.
It emerged that the top four concerns in relation to sustainability
this year are similar as last year. They are:
» Employee retention and talent management
» Continuous product innovation to stay ahead of competition
» Energy conservation and gradual reduction of our environmen-
tal footprint
» Develop community services and foster holistic growth
amongst all stakeholders

Each of these issues is given due importance in the report. Perfor-
mance indicators of relevance on each of these parameters are dis-
closed in the following performance sections, in a balanced man-
ner, indicating both our successes and improvement areas.

Further, this year, we have charted out a roadmap to steer our ini-
tiatives with specific targets under each of the triple bottom line
over the next three years. Apart from the regular reporting on our
material issues, we intend to give specific progress on initiatives
based on our sustainability roadmap.




SUSTAINABILITY ROADMAP

Implementation of IFRS frame work for financial reporting 2013-14

Implementation of system-based budget compilation and reporting process

Improving Company’s Community Perception survey score by 7% (year on 2013-14
year), over current year (2010-11) score of 75%

Compliance with CPCB Stage Il emission norms for diesel

gensets 2013-14

Reduction in carbon footprint of manufacturing facilities
by 2% over that of base year 2009-10

—
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SUSTAINABILITY PILLAR TARGET

TIMELINE

Our Sustainability Roadmap 2013-14 shows our strong commitment to improve our triple
bottomn line performance. Resources are always scarce and it is utmaost necessary that we
integrate the ‘Sustainability’ with all the aspects of our business. As a good corporate, we
are committed to contribute to the cause of sustainability and we continue our journey on
this chosen path.

Sanjay Parande
CFO & Executive Vice President
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We have a market presence in all three sectors of the economy -
agriculture, industrial and service sector and we also provide ser-
vices to various market segments. Our business is broadly divided
into engines and bearings business, with further bifurcation into
business groups as depicted below. Each of these business groups
are discussed in the subsequent sections.

To cater to the specific needs of customers in a better way, all busi-
ness units are segmented based on the markets served by them.
Thus, the products and services are tailored to the market needs of
the business group and are delivered to customers through various
Original Equipment Manufacturers (OEM) and Dealer Channels.

Our engines and bearings businesses are strongly supported by
our corporate functions of Research & Engineering, Quality Assur-
ance, Utilities, Strategic Sourcing, Finance, Information Technology,

Power

Ei Agriculture and
Y ) Off Highway Generation

T i

Secretarial & Legal, Human Resources, Personnel & Industrial Rela-
tions, Business Excellence, Corporate Communications divisions and
plants. There were no significant changes in operations regarding
size, structure or ownership during the year 2010-11. The organiza-
tional structure has been depicted in the following page.

While the highlights of each business group and most corporate
functions are presented in separate sections, the divisions of Per-
sonnel & Industrial Relations and Utilities have overlaps with issues
of sustainability reported here in more than one aspect. Hence,
though these divisions may not feature a separate section of high-
lights, these are the backbone to our sustainability initiatives and
actions - the highlights of their work form the rest of our second
Corporate Sustainability report.

#ﬁ Large Engines
¥

) Customer
N\ Support




ORGANISATIONAL STRUCTURE OF KOEL

Board of
Directors

Atul C Kirloskar
(CMD)

Gautam A Kulkarni Rahul C Kirloskar
(JMD) (Director Export)

R R Deshpande
(Executive Director)

VG Vibhute DY Vetal Prakash Rao
(P, IR, HR & Utilities) (MFG Khadki & Rajkot) (Kagal Plant)

R C Khanna
(Production Engg Kagal) (B,\E/Iar?nhgi)h

S D Parande
(CFO)

S M Malvadkar M R Chandrachud
(Rajkot Plant) (LEBG)
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CUSTOMERS

‘Customer focus’ is one of the core pillars of our value system. We
continuously strive to remain the ‘preferred choice of the custom-
er’. Our key customer groups include power generation companies
(such as cellular infrastructure companies, housing societies, etc),
agriculture & off-highway OEMs (like JCB, L&T, Terex, PTL Case),
dealers, stationary power plants, marine engines segment and cus-
tomers who need spares and services for our products.

ENGAGEMENT WITH CUSTOMERS

We reach out and serve the end-users of our products directly or
through OEMSs, dealers and distributors. In order to understand and
enhance our customer relationships, we conduct a bi-annual cus-
tomer satisfaction survey (CSS) through a third-party. The survey
includes direct interviews with our customers using a structured
questionnaire covering aspects of Company image, business sup-
port & presales, product, order execution & delivery, packaging,
service support and documentation. The results are used to under-
stand the needs and expectations of our customers, and set targets
or initiate measures to improve our performance on this front. For

N A Joshi
(Power Gen)

S R Sambhoos

M N Kumar
(Corp Sourcing)

(CRE & AE)

T.Parthasarathy
(Corp QA)

FY 09-10, the overall performance CSS Score for the entire organi-
zation stands at 80 which is a result of on-time delivery and timely
service. All Business Groups have achieved a score hand of 80-85
which is considered to be GOOD. The actual scores are not compa-
rable to our scores in preceding surveys due to the restructuring
process owing to the demerger last year.

Besides the CSS, we also engage with our customers and clients
through random customer perception reviews, business group spe-
cific surveys, feedback forms, frequent dialogue and client meets
held every quarter.

We use the information to decide the direction for our research
activities and be legally compliant. Key topics raised by custom-

ers were in regard to ensuring availability of competitive products
and services on a long term basis. This year, we introduced a 24x7
helpline for our customers to report any issues with products. This
helped us ensure speedy resolution and enhance customer satisfac-
tion. With regard to customer privacy and loss of customer data, we
are proud to have had no substantiated complaints of such breach-
es in the year 2010-11.

RV Bandivadekar P M Sardey
(AOBG) (Cust. Support)

AV Nerlikar
((d]0))




AGRICULTURE & OFF HIGHWAY ENGINES BUSINESS GROUP (AOBG)

The AOBG primarily addresses the needs of customers
from the agriculture, off highway and marine segments,
on a global basis. We cater to the agriculture market with
our engines ranging from power ratings 3.5 hp to 20 hp.
The market use for these engines are generally as agri-
cultural pumpsets and for agro-industrial applications
such as in threshers, flour mills etc. These engines also
find application in industries which use compact machin-
ery like handheld compacters, concrete mixers, tower
hoists and the like.

We currently enjoy a market share of 21% in the domes-
tic agriculture market, growing from 8% when we started
functioning as a separate business unit three years ago.
This is in spite of the market itself shrinking by 15% in
numbers during the year under review.

The launch of the Varsha pumpset in the portahle
pumpset category was vastly successful in 2009-10. While
we had hoped to achieve sales growth of atleast three
times that of last year, we had to hike the price per unit
as we were hit by the rise in metal prices in India. In ad-
dition, our competitors reduced the price of their offer-
ing, challenging our sales targets further in a market that
was experiencing a drop in the total volume. Despite this,
year 2010-11 saw 30,000 Varsha pumpsets deployed in
the field. As remedial measures, we have embarked on a

heavy cost reduction program in order to find sustainable
cost solutions and are considering moving the product
manufacturing location from a relatively expensive pro-
duction unit. On the brighter side, Varsha units deployed
in field have increased from 12,000 to 30,000 this year.

The year 2010-11 also saw the launch of two other lines
of products - the pumpsets (AV1 XL - N1 to N5 series) and
high head VA & FA pumpsets. 15,000 units of the former
are already deployed and we target sales of 45,000 units
for the coming year. Besides pumpsets, the FA series will
largely cater to the needs of the compact equipment used
in industrial and marine main propulsion segments (for
out board motor and in board motor).

In off highway segment, we offer engines for over 85 dif-
ferent applications in the power range from 20 hp to 800
hp - all are ‘green’ products. Research work is underway
to further extend this range up till 1200 hp. These engines
currently find applications in excavators, loaders, back-
hoes, forklift trucks, compactors, transit mixers, concrete
pumps and so on. We are planning a structured move and
expansion into the marine market segment where our en-
gines are mostly used in propulsion motors.

Our market share improved to 55% from 54% last year.
At demand / order board level, we successfully de-risked




Off-highway segment. We have been proactive and com-
pleted the challenging task of migrating 55 applications to
BS 11l from BS Il in time to be compliant when the norms
came into force. We also launched engines for global fire
pump markets which are U.L (Underwriter’s Laboratories)
listed and FM (Factory Mutual) approved. A new family of
engines R810 for use in compact applications (30-50 hp)
was also launched and saw sales in high numbers.

The export markets are not segregated for engines used
in agriculture and for off highway equipment. This is
because our Overseas Dealership network has evolved
over a period of time to handle all products from Kirlo-
skar Group. The customer interactions were managed

by the respective local Kirloskar Group offices and we
largely participated in supporting these offices. However,
restructuring into separate agriculture engines and off
highway engines segments has now been initiated and
our involvement is now transitioning to a ‘driving’ role
from a support role. The major overseas markets include
the African and Middle East Asian markets.

In line with the strategy charted out last year to identify
focus markets, we have identified specific markets for
engines used in Off-highway equipment within the export
markets. For example, we identified that the underground
mining sector in South Africa has use for our engines. We

made focused efforts to tap into this sector and we have
been very successful there. We have also succeeded in
vastly deploying dewatering pumpsets in the United Arab
Emirates. We hope to leverage our Indian experience to
secure OEMs and break into the North American, Euro-
pean, Chinese and Japanese markets.

As the export market has now been revived and is wit-
nessing encouraging 75% growth. We target a growth of
close to 57% in this market by 2012. The market intel-
ligence studies and our databases form the basis of our
entry and expansion strategy in this sector.

GREEN FACT

N1 Series AV1 XL pump sets were developed to replace
old NW2 Series pump sets. The new series has brought
down the fuel consumption to 930 mi/hr from 990 ml/
hr and the lubrication oil consumption to 4.65ml/hr as
compared to 6.95 ml/hr the previous model.
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POWER GENERATION ENGINES BUSINESS GROUP (PGBG)

The market of PGBG is broadly categorized based on the
customers as telecommunications and non telecommu-
nications markets. The year 2010-11 saw a shrinking of
the telecommunications market. Even in this difficult sce-
nario, our market share grew to 33% from 19%. Our tel-
ecommunications customers are looking to decrease their
expenses in using diesel sets to meet their own targets
for improvements in environmental performance and
external pressures. In order to cater to them, we have
developed Kirloskar Flexi Green sets - which substantially

reduce the operating expenses of the sets.

In the non-telecommunications sector, our performance
exceeded targets by 5% and we have continued to main-

tain our market share.

We have introduced new gensets in the market - DV se-
ries, super silent gensets, marine auxiliary gensets and
gas gensets. We have also forayed into the green tech-
nology market with our gas gensets. Further, we have
launched the genset controller - for electronic remote

control of the gensets.

Enriching Lives Yo ss a3 Thefutureis Green.Kirloskar Greer

In recognition for our endeavour to address our cus-
tomer needs, we were named the “Most preferred brand
in the manufacturing / process industry segment below
250kVA” by Frost & Sullivan.

We have held many activities this year promoting the Kir-
loskar Green brand - as many as 46 exhibitions, 9 road
shows and 16 product seminars. Our Kirloskar Green gen-
sets - 34 numbers of DV 10 engines - provided power (35
MW) for the opening and closing ceremonies of the XIX
Commonwealth Games of 2010, hosted by India.

Further, we keep a check on the quality and processes of
our Authorised Genset Original Equipment Manufacturers’
(AGOEM) plants. Based on their performance, we classify
them into green, yellow and red zones. We help AGOEMs
move towards green zone by handholding. Nearly three
fourths of AGOEMSs are now in the green zone, enabling
us to reduce warranty costs by 50%. In addition, it helps
us ensure a trouble free experience for our customers.
Through cumulative purchase from all AGOEMs, we have
accrued 3-4% savings on buying. We have also initiated
the six sigma program with the AGOEMs.

Critical Uninterrupted ‘POWER’
The exuberant Opening & Closing Ceremonies of CWG 2010

powered by the Nation's OWN trusted & preferred brand...

Kirloskar Green Gensets.



CUSTOMER SUPPORT BUSINESS GROUP

The Customer Support business group caters to the ser-
vice aspects to our other businesses. All KOEL products
come into the service purview as soon as they are sold to
the market. Our vision for this business group is to “pro-
vide service before customer demands”.

This year we have achieved an overall growth of 21% as
against last year’s performance. The business contin-
ued to grow as we took some strategic measures in the
market, starting with the strengthening of our service
network - 103 service dealers and 338 service outlets
pan India. This resulted in an increased market reach.
This robust network enables us to respond to customer
calls upto 50 km range within 4 hours and beyond 50 km
range within 8 hours.

Spare parts sales crossed Rs. 400 crores this year. We
have managed to achieve this feat by generating aware-
ness on usage of genuine spare parts - we have worked
to educate customers about the benefits of this such as
longer product life and higher satisfaction.

The customer demand is continuously increasing and we
strive to provide good and timely services, while ensur-
ing availability of spares in the market. We have launched
a 24X7 toll free multilingual helpline, providing customers
direct access to us.

Once a complaint is registered on this system, it is the
dealer' s responsibility to attend to and resolve the com-
plaint. We continue to monitor the status of the com-
plaint until the customer signs it off as closed. Further,
there is a dealer scorecard - a 1000 point audit system
for dealership performance. It is a comprehensive rating
covering various aspects such as spares, service, waste
disposal practices, safe handling of hazardous wastes.
Ten complaints based on priority, both commercial
(costs/ warranty, etc) and technical, by kind and frequen-
cy are taken up with the Executive Director every quarter
to form a preventive action plan, in addition to taking cor-
rective actions.

Our corporate customers such as hanks, retail chains,
Income Tax department, etc are offered the pan India An-
nual Maintenance Contracts (AMCs) - we provide service
at all their locations leveraging our vast service network -
which is a convenient option for the customers.

This year, we held 296 service camps where free health
check up of engines and DG sets was done, reaching out
to 7400 engines.

DEALERS TRAINING

To ensure high quality service to customers, we con-
duct a thorough training and development program
for dealerships and their technicians. The Train-

ing Centre at Pune offers different modules and has
dedicated teams to manage different segments of
the programs. There are as many as 9 different levels
for technician training. The training calendar is an-
nounced at the start of the year, so that the dealers
can schedule and fulfill their learning needs. On occa-
sion, we also take dealers to overseas sites for training
and best practices learning. ‘Best Performer’ Awards
are handed out annually based on the scorecard per-
formance of dealerships. This year, as many as 1177
field technicians have undergone service training at
our centres.
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LARGE ENGINES BUSINESS GROUP (LEBG)

The LEBG is driven by its growth vision, to provide “Multi
products for Multi market segments”. Under this busi-
ness group, diesel engines in the range of 2400 hp to
11000 hp are manufactured and marketed catering to DG
sets from 1.7 MW to 7.1 MW for stationary power plants.
These engines are manufactured in Nashik under license
from MAN Diesel & Turbo SAS, (erstwhile SEMT PIELSTICK,
France).

We also manufacture marine propulsion engines and
auxiliary DG Sets under license from Daihatsu Diesel Mfg
Co Ltd, Japan in the range 800 hp to 3500 hp. Certified
under 1SO 9001, ISO 14001 and OHSAS 18001, our manu-
facturing processes meet all norms set by the Lloyds
Registrar of Shipping (LRS) and the American Bureau of
Shipping (ABS).

This year, we have seen growth by entering the market

for emergency diesel generator sets for nuclear power
plants, engines for commercial marine market and by

BEARINGS

launching new products in 170 mm bore range. In order
to provide customers with the high quality large engines
with low cost of manufacturing, we continue to leverage
our manufacturing, engineering and sourcing strengths
and form new international alliances. Further, we have
upgraded our plant therehy establishing a flexible manu-
facturing set up.

LEBG attempts to meet global standards for application
engineering, manufacturing, testing and after-sales ser-
vice of engines and DG sets and aims at providing com-
plete satisfaction to the customer through quality, perfor-
mance and reliability.

Our bearings business, the largest in India, grew 13%
from last year and continued to be the leader in the do-
mestic markets with a market share of 42%. We devel-
oped as many as 82 new products for various engine
models and applications. Bearings are manufactured at
our Ahmednagar & Pune plants.

On the management side, we have managed a better con-
trol of debtors this year. On the other hand our margins
thinned due to inflation in the cost of raw materials. Fur-
ther, shortage in capacities resulted in higher lead time to
service customers.

In order to overcome these challenges, we have taken up
the following measures:

In house development of high strength material
Commercialization of lead free A/T material for half
bearings

Development of micro-grooved bearings

Completely eliminated TCE from bearings

To enhance the RM capacity, investment for new Sin-
ter Plant has been planned & sanctioned

Machine building and installation of high speed heavy
duty grooving and facing machines

Increased bushes capacity by upgrading to progres-
sive bush forming from 200 T press

Reduced time of new product development from 12 to
9 weeks

Achieved a 15% productivity increase to ensure bhetter
deliveries

¥

¥

¥

¥

¥

¥

¥

¥

¥

In the coming years, we anticipate that future projects
may be impacted by the challenges in new material tech-
nologies. As a company, we have decided to focus closely
on our engines business. In this regard, we have identi-
fied a potential owner for our hearings business in KSPG
Automotive India Private Limited, a subsidiary of Kolben-
schmidt of Germany. KSPG have been leaders in the bear-
ings business and this transfer of ownership would be of
mutual benefit. The bearings production unit and other
aspects of this business will be handed over in the next
financial year.



DISCLOSURE TO MANAGEMENT APPROACH - PRODUCT RESPONSIBILITY

Policy Laws of the land regarding product service, labelling, marketing and
customer privacy

Goals

Performance

¥

Warranty Cost 0.6 % Max

Increase offerings in economic, energy efficient, environment
friendly products

Ensure fast and satisfactory complaint resolution

¥

¥

¥

Improvement of Power to Weight Ratio of products

Compliance of products to emission norms or better

Better fuel economy of products

Promotion of the brand "Kirloskar Green" under which environment
friendly gensets are sold

Keeping pace with the global demand for green products, we suc-
cessfully geared up for the BS-11l emission norms now applicable for
Construction Equipment Vehicles [CEV], by migrating over 55 appli-
cations from BS-II to BS-III.

Initiatives were taken to make majority of our engine suitable for
bio-fuel.

Created subsidiary company (KITL) to drive green technology. This
dedicated company is working on alternative fuels.

¥

¥

¥

¥

¥

¥

¥

Supplier Training - Various improvement processes / initiatives were
driven aggressively to support the end customer needs.

Customer Training - we continued to educate customers about the
maintenance process and usage of genuine spare parts through
regular product training sessions.

Dealers & Sales representatives - Conducted regular product train-
ing sessions on product & fitment practices.

¥

¥

Organisational Responsibility

¥

Vice President, Corporate Research & Engineering

Vice President, Corporate QA, Corporate ME & Projects, Business
Excellence

General Manager, Corporate Communication

¥

¥

Other Information

¥

Design challenges for Value added products:
Green products
Alternate fuels
Minimum material consumption & energy efficiency in total
product life cycle.
» Easy to use and reliable products.
» Information and knowledge management and its dissemination
» Change management for thorough and fast change implementation
» Leveraging state of the art manufacturing technologies to reduce
time to market.
Continued product range expansion to cater to existing and new
markets.

¥
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CORPORATE RESEARCH & ENGINEERING & APPLICATION ENGINEERING

The mandate of our Corporate Research and Engineering
(CRE) and Application Engineering (AE) department is to
enhance business growth through technological leader-
ship in research, design and development of engines, and
customized engineering solutions.

At the CRE division, we focus on the development of our
engine product portfolio to meet our long-term ambi-
tions, market challenges, social trends and regulatory
requirements.

At the AE division, we focus on the development of brand-
ed products for global markets, application-specific en-
gine solutions for construction equipment manufacturers
in both the domestic and export markets, and customized
solutions to markets such as defence, marine, mining,
firefighting, etc.

In our constant endeavour to develop efficient and envi-
ronment friendly products, we typically focus on the fol-
lowing areas -

» Upgrading technology
Improving present designs to reduce the consumption
of naturally available fuel and lubricating oil

» Improving power to weight ratio
Reducing raw material required to develop the same
power output from the engine

» Emissions reduction

All our engine series comply with the currently applica-
ble emission norms as per their application. We are in the
process of readying our range to become compliant with
the next generation of emission norms.

Our development focus is in line with our corporate vision
to be a responsible corporate towards nature and society.
From April 2011, the Government of India would have en-
forced new emission norms for construction equipment
i.e, Bharat Stage Ill. These emission norms will super-
sede the BS Il (equivalent to TIER | / EURO I) emission
norms. The BS Ill emission norms are equivalent to TIER
111 (USA) / EURO 11l (Europe) and demands more than 50%
weighted emission reduction for emission like NOx + HC,
CO and PM.

Redesigning our range to be compliant with the new
norms presented a challenge to us since it calls for si-
multaneous reduction in Oxides of Nitrogen (NOx) and
Particulate Matter (PM) emissions. In most cases, any
engine modification needed to reduce NOX emissions has
a tendency to increase PM emissions. We overcame this

challenge by optimizing the performance of the fuel injec-
tion and air handling systems, thus developing BS Ill com-
pliant engines without sacrificing fuel economy, reliability
and maintainability.

The redesign was a major task involving redesign or up-
grade work on most components of an engine viz. Piston
Cavity, Injector, Fuel Injection System, Turbocharger, and
Exhaust gas Recirculation (EGR) system. We have success-
fully completed this huge feat of migration of the follow-
ing engines to the new norms in this year - engine series
R1040, R1080, HA & R810. We have already received
certification for engines rated from 27.5 hp to 130 hp, our
150 hp to 200 hp range of engines are now ready for BS
Il certification.

Year 2010-11 saw the following highlights at CRE:

Power upgradation of DV Series engines

Increasing the range of engines in terms of displacement
volume of the engines has been an ongoing activity. This
would essentially allow for the engine to deliver higher
power for a given cylinder volume. We have improved our
design and development capability from 6.6 litre inline
engines to 24 litre Vee 12 engines. The existing engine
platforms are being upgraded to generate higher peak
cylinder pressure, thereby producing higher brake mean
effective pressure (BMEP) on a continuous basis. With
in-house engineering, we have successfully launched 180
bar peak cylinder pressure engines. CRE is currently de-
veloping technology for 200 plus bar peak cylinder pres-
sure engines.

We have also set a new benchmark in the power genera-
tion market with the launch of 32 kVA / litre power den-
sity engine.

Engine technology migration from 2 valve per cyl-
inder to 4 valve per cylinder

The cylinder head of a direct injection diesel engine has
many functions - it introduces charged air to the cylin-
der, removes exhaust gas while keeping pumping loss to
a minimum and maintains other properties such as swirl
of the charge air. A 4-valve cylinder head improves the
breathing capacity of engine by allowing for the rapid
removal of exhaust and rapid recharging as compared to
a 2 valve cylinder head. In addition, better air-fuel mixing
allows for enhanced efficiency from symmetric combus-



tion. This in turn, helps in reducing exhaust emissions
while maintaining the fuel efficiency of the engine.

We are in the process of upgrading our 4R1040 engine
series to 4 valves per cylinder. This will not only help us
in meeting future emission norms, but will also help the
engine deliver improved fuel efficiency.

Indian Registrar of Shipping (IRS) approval for ma-
rine engines (rating 130 kW and above)

The engines are used as auxiliary DG sets for main DG
sets. These engines need approval from the Automotive
Research Association of India (ARAI) for NOx emissions.
Our SL90, 4R1040 and HA engines have already received
approvals and are ready for field trials. The engines re-
quire special components to meet marine application
requirements such as jacketed high pressure pipe, fire re-
sistant fuel hoses, etc. For this, we redesigned and revali-
dated all engine components. Our marine engines have
also been certified by Indian Registrar of Shipping (IRS).

Engines for fire-fighting pumpsets (FM/UL Ap-
proved)

We are the first company in Asia to get FM (Factory Mu-
tual standards) & UL (Underwriters Laboratories) ap-
proval for engines used in firefighting pumpsets. During
FY 2010-11, we have started the manufacture of engines
for these pumpsets.

Green Technology Cell

Our management’s increasing focus on non conventional
fuel has resulted in the creation of a Green Technology
Cell. This cell carries out research and development spe-
cifically for adapting our current range of engines to run
on alternate fuels like bio-diesel, bio-gas, compressed
natural gas or straight vegetable oil. Further, gas engines
have much lesser exhaust and noise compared to conven-
tional diesel engines.

Super Silent Canopy for DG sets

We have successfully developed ‘Super Silent’ gensets
and have made an application to patent the same - it
meets the requirement of less than 65 dBA sound pres-
sure level for 15 to 62.5 kVA rating generating sets as per
ISO 8528-10. It has use in residences and hospitals and
other low noise environments.
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INFORMATION TECHNOLOGY (IT)

The Information Technology (IT) division enables us to
carry out our work seamlessly day after day. The division
maintains our ERP and provides a set up for efficient de-
livery of services. Our IT strategy, roadmap and invest-
ment plan are developed hased on our vision, mission
and values and is thus aligned with our organizational
strategy. Our IT vision is “to provide all the stakeholders a
window to KOEL world, through computing devices”.

Every year, the IT department’s initiatives are driven
based on Corporate Objectives, Strategies, goals / initia-
tives of other departments and feedback from Internal
Audit. The objective behind these initiatives is to improve
effectiveness and efficiency of processes through simpli-
fication, standardization and automation.

IT managers visit various stakeholders at different manu-
facturing locations to understand their information needs
and improvement areas. They also visit reputed com-
panies to benchmark efficiency and effectiveness of IT
enabled processes and emerging trends in information
technology.

We have an intranet portal called “MyKOEL”, where all rel-
evant employee information and services are made avail-

able such as leave applications, tour management, medi-
cal reimbursement, EHS website to name a few. This year,

HOME | SEARCH | SITEMAP | KIRLOSKAR GROUP SITES v

Global
NETWORK

KIRLOSKAR OIL ENGINES LIMITED

there have been significant improvements in IT enabled
processes through initiatives such as the following:

Development of business intelligence (BI)

Data is captured in ERP and converted into information
critical to business heads through online Bl on myKOEL.
We have enabled online access of information pertaining
to inventory, OM, HR, receivables and payables across all
departments to aid our senior managers in taking timely
decisions.

Upgraded network and network performance
Towards reliable and secured network infrastructure
This year our CMD’s address to the managers was broad-
cast live on the web, enabling our colleagues to tune in
from remote locations

Increased reliability
To ensure business continuity, we now have a Disaster Re-
covery method in place

Development of business sites on myKOEL

We moved as many as 52 hard processes to electronic
processes and enabled them to be paperless this year.

/loska]

Enriching Lives

ABOUT KOEL CUSTOMER CARE CORPORATE RESPONSIBILITY INVESTORS MEDIA CAREERS COMTACT US

POWER GENERATION LARGE ENGINES AGRI

KIRLOSKAR OIL ENGINES LTD (KOEL) Announcements

Incorporated in 1946, Kirloskar Oil Engines Limited
(KOEL) is a part of the Kirleskar Group. It is one of
the leading and largest manufacturers of diesel
engines ranging in capacity from 4 hp to 800 hp and
from 2,400 hp to 11,000 hp, with an annual
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OFF HIGHWAY

v Kirloskar Oil Engines Ltd. (KOEL) ] - Selectcounty  [x]
has entered into a license
agreement with Daihatsu Diesel Mfg |
Co Ltd, Japan for manufacture and
supply of diesel engines of Daihatsu

Our diesel engines power more
than 85 Off highway applications 2=
across the globe

In focus Wby KOEL
FIND YOUR PRODUCT

- By Product | By Application
| KOEL Website



We have implemented many innovative processes to enable us to deliver higher customer value. Some of the products

of innovation at IT are:

Innovative Initiative Customer Value

Critical Component Traceability
Engine Test Bed Results captured in
ERP

Payment Encryption

Receipt Automation

Enhancements in i-supplier portal

Lock of +/- 50 Rs. Tolerance at GRR

stage

Bar coding of ASN receipts in Kolhapur
/ Pune

K Drive

Cloud computing for internet browsing

On Line availability of Critical Component Serial number Information
linked with Engine Serial Number

On Line availability of Engine Test results linked with Engine Serial
number

Enhanced security for e-Net payments

Reduction in manual intervention and work by introducing the process
for creating and applying receipts from customer

Item revision number, details of invoice/ dehit note/ payment details
as well as PPM data available to suppliers

Has improved bill passing activity ( present average volume is 30,000
invoices per month )

Reduced GRR preparation time

Enhanced data security

Enhanced secured internet access at reduced price

Other measures from IT in driving us towards an efficient and environmentally conscious operation are:

» Initiation of installation of AC system with VRF technology, facilitating the control of local cooling thus resulting in
considerable saving vis a vis conventional AC systems

» Virtualization of 14 servers, ensuring lesser requirement of physical servers resulting into power savings

» Introduction of desktop policies that ensure power savings in idle state.

» Initiation of internal lighting integrated with occupancy sensors at the data centre.

» Adoption of best practices from ISMS and ITSM

» Initiation of upgrade to Tier 3 ready data centre, resulting in the implementation of world class best practices re-

lated to data and computing equipments
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CORPORATE GOVERNANCE

ENGAGEMENT WITH SHAREHOLDERS

We engage with our shareholders to foster the growth of our business and
increase value for them.

-
A

®

Shareholders

O

Meetings &

g Publications

o0 o
"' Events

Corporate Websites,
Annual Reports, Other
publications

AGMs, EGMs, Quarterly
Analysts Meet

This year, the Ministry of Corporate Affairs (MCA) has permitted companies
to dispatch documents such as Annual Reports, Notices of general meetings/
postal ballots, etc. through electronic mode. Accordingly, we sent out annual
reports through electronic mode to those shareholders whose email address-
es were available. In order to enable other shareholders to participate in this
green initiative, we have shared email registration forms along with the An-

nual Report to the others and have requested them to register for this facility.

At KOEL, we recognize the importance of an effective Cor-
porate Governance mechanism. The Chairman & Manag-
ing Director (CMD) and the Joint Managing Director (JMD)
collectively lead the organization. The Executive Director
(ED) is responsible for operations and reports to the Joint
Managing Director. The ED is assisted by a Steering Com-
mittee which comprises of all Business Unit heads and
Functional Heads. The steering committee is further sub-
grouped into 3 committees:

» Administration Committee
» Business Development Committee
» Operations Committee

Guided by the vision of decision makers, these commit-
tees are responsible for strategy development, planning
and execution of actions to achieve the company’s goals.

BOARD OF DIRECTORS

The Board of Directors is the highest decision making
hody of our organization. For the financial year 2010-11,
the Board of Directors comprised of 13 Directors, with 4
Executive Directors and 9 Non-executive Directors. 8 out
of 13 directors were Independent Directors.

The Chairman of the Board is also the Chief Executive and
the highest officer of the Company. The composition of
the Board of Directors is in compliance with the require-
ments of Clause 49 of the Listing Agreement.

Below is the list of members of the Board of Directors, as
on 31 March 2011

Executive Directors
Atul C. Kirloskar
Gautam A. Kulkarni
Rahul C. Kirloskar
Rajendra R. Deshpande

Non Executive and Independent Directors
U. V. Rao

Pratap G. Pawar

Hemendra M. Kothari

R. Srinivasan

Dr. Naushad D. Forbes

M. Lakshminarayan

Anil N. Alawani

Dattatraya R. Swar

Non Executive and Non Independent Director
Nihal G. Kulkarni



BOARD COMMITTEES

The Board has representation in two primary committees
viz. ‘Audit Committee’ & ‘Share Transfer cum Sharehold-
ers’/Investors’ Grievances Committee’.

Audit Committee

The Audit Committee comprises of four Non Executive Di-
rectors, majority of whom are Independent. The Assistant
Company Secretary acts as the Secretary of the Commit-
tee. The Executive Directors and the Chief Financial Of-
ficer attend the Audit Committee meetings.

The terms of reference of the Audit Committee include
the matters specified under Clause 49 Il of the Listing
Agreement entered into with the stock exchanges as well
as those in Section 292A of the Companies Act, 1956 and
inter-alia includes the following:

» Oversee the Company's financial reporting process
and disclosures of financial information to ensure that
the financial statement is sufficient and credible.

¥

Recommending to the Board, the appointment, re-
appointment and, if required, the replacement or
removal of the statutory auditor and the fixation of
audit fees.

¥

Approval of payment to statutory auditors for any
other services rendered by the statutory auditors.

¥

Reviewing the adequacy of internal audit function, if
any, including the structure of the internal audit de-
partment, staffing and seniority of the official head-
ing the department, reporting structure coverage and
frequency of internal audit.

» Discussion with internal auditors about any significant
findings and follow up there on.

¥

Reviewing the findings of any internal investigations
by the internal auditors into matters where there is
suspected fraud or irregularity or a failure of internal
control systems of a material nature and reporting
the matter to the board.

To look into the reasons for substantial defaults in the
payment to the depositors, debenture holders, share-
holders (in case of nonpayment of declared dividends)
and creditors.

¥

Share Transfer cum Shareholders' / Investors'
Grievance Committee

KOEL has a formal and well structured committee for ad-
dressing the stakeholders’ grievances, namely, the Share
Transfer cum Shareholders' / Investors' Grievance Com-
mittee. The committee has been primarily constituted

to look into investors’ complaints like transfer of shares,
non-receipt of Balance Sheet, non-receipt of declared div-
idends etc. The Committee is chaired by a Non Executive
Independent Director. The assistant Company Secretary
is the Compliance Officer of the committee, to whom all
the correspondences are addressed.

The Company received 21 complaints during the financial
year. All complaints have been resolved.

REMUNERATION TO DIRECTORS

The Board of Directors decides the remuneration of the
Executive Directors in accordance with the provisions of
the Companies Act, 1956, subject to the approval of the
shareholders. The Company pays remuneration by way
of salary, perquisites and allowances (fixed component)
and commission. Commission is variable and dependent
upon the profits for the financial year, within the ceilings
prescribed under sections 198 and 309 of the Companies
Act, 1956.

The remuneration to the Non Executive directors is also
decided by the Board of Directors, and is dependent upon
the profits of the company in the financial year as well as

their participation in the board meetings. This is in com-
pliance to the sections 349 and 350 of the Companies Act,
1956.
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CORRUPTION

RISK MANAGEMENT FRAMEWORK

At KOEL, we have always strived to promote a corruption
free work environment and consider it as an important
factor in framing our rules and policies. Our Code of Con-
duct also contains guidelines on corruption which define
our expectations from stakeholders.

As part of our policy of business transparency and anti-
corrupt dealings, we completed the TRACE Background
Review Check and were certified as ‘Member in Good
Standing’. TRACE (Transparent Agents and Contracting
Entities) is an international non-profit association which
works with multinationals and their commercial interme-
diaries for due diligence reports, compliance procedures
as well as training and sensitization on issues of anti-cor-
ruption and anti-bribery. Our certification was renewed
this year up till August 31, 2011. The award of TRACE
membership certificate provides our regional and global
partners with confidence and assurance that our business
activities are in full compliance with national anti-bribery
standards and international anti-corruption conventions.

Risks are certain perceived probable events or issues
which could affect the achievement of an organization’s
long term and short term objectives. At KOEL, we have
institutionalized a formal and robust Risk Management
Framework to gauge such risks. In compliance with Clause
49, the board members are also informed of the Risk As-
sessment and Minimization Procedures as laid down by
the company.

As reported last year, we have a well structured setup for
identification, management and mitigation of risks. Our
Internal audit function concentrates on critical entity-
level risks. Each of these risks is discussed threadbare,
crystallized and prioritized by the management. Risks
are owned by the concerned business unit heads and Risk
Indicators are identified in consultation with them. These
indicators essentially help in monitoring the health status
of risk areas. Risk Status for selected risks gets compiled
and analyzed as the data flows from the Risk Owners to
the Internal Audit to the Management. For each risk area,
the owners implement suitable Risk Management actions
whose results are reflected in the Risk Register. This Risk
Register is monitored and reviewed every six months and
areport is presented to the Audit Committee.

This certifies that

Kirloskar Oil Engines Ltd

ALEXANDRA WRAGE, PRESIDENT

September 1, 2010 - August 31, 2011

HAS coMPLETED A TRACE BACKGROUND REVIEW

AND IS A MEMBER IN GOOD STANDING




MEMBERSHIPS AND ASSOCIATIONS

We are an active member of the Confederation of Indian Industries (CIl). We have often been a proud host to many
meetings of CIl at our premises. We are also a signatory of the Cll Code for Affirmative Action.

Key national/international industry associations / agencies of which we are member:
» All India Management Association

» Automotive Component Manufacturers Association of India
» Bombay Chamber of Commerce and Industry

» Cll Institute of Quality Confederation of Indian Industry

» Confederation of Indian Industry (Western region)

» Confederation of Indian Industry

» Engineering Export Promotion Council

» Exactus Corporation Limited

» Federation of Indian Chamber of Commerce & Industry

» Federation of Indian Export Organisation

» India-China Chamber of Commerce & Industry

» Indian Diesel Engine Manufactures Association

» Indian Earthmoving & Construction Industry Association Ltd
» Indo American Chamber of Commerce

» Indo German Chamber of Commerce

» Indo-African Chamber of Commerce & Industries

» Maharashtra Chamber of Commerce & Industry

» Maharashtra Economic Development Council

» Mahratta Chamber of Commerce Industries and Agriculture
» National Council of Applied Economic Research

» Quality Circle Forum of India

» The Automotive Research Association of India
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ECONOMIC PERFORMANCE

One of the major events in this financial year was the list-
ing of our shares on the BSE and NSE in December 2010
after our successful completion of post demerger related
activities.

At KOEL, the senior management considers climate
change and the consequent risks and opportunities a sig-
nificant factor in driving forward business. In doing so,
our finance function has recognized an opportunity to
automate processes which are handled manually and thus
mitigate associated risks of manual record keeping. This
will allow us to move from data keeping to data analysis
and strategise based on the information.

In this endeavour, one of the first steps taken was the im-
plementation of the advanced concept of Economic Value
Added (EVA) on a scientific basis in evaluating our finan-
cial performance. Further, we worked with the IT depart-
ment and have now developed online reports on ageing
of receivables and over dues, daily reports of plant wise
inventory, project wise inventory tracking for LEBG and
other virtual solution packs. This has directly helped us
in terms of monitoring working capital levels. More than
50% of total customer receipts were covered through
Electronic Cash Management system (E-CMS) this year.
This ensured speed, paperless working and end to end
integrity with banking and RBI system. As much as 60%
of payments to suppliers were also effected through E-net
resulting in substantial reduction in manual effort. we
have taken up a target to virtualize 100% of the receipts
by March 2014.

With these measures in process improvement and in-
creased automation, our month and year end report-
ing can now be done with increased accuracy in shorter
times.

We have received an approval from the Department of
Scientific and Industry Research, for weighted deduction
of 200% on eligible R&D expenditure under the Income
Tax Act. This resulted in savings of Rs.14 crores in income
tax for the financial year 2010-11. Similar to last year, we
were eligible for the industrial promotional subsidy to
the tune of Rs. 86.74 crores since our Kolhapur facility
housed in Kolhapur MIDC has been conferred with the
‘Mega Project’ status by the Government of Maharashtra.

Further, we were also entitled to exports incentive and re-

ceived Rs. 7.06 crores for the same this year.

The regulatory requirement of adopting the BS IIl stand-
ards from BS Il was a regulatory risk in relation to stricter
emission norms we faced this year. The costs involved

in upgrading infrastructure for testing the BS Ill com-
pliant engines were around Rs. 6.0 crores. While there
were risks and associated costs, we were the first in the
industry to move our product portfolio from BS Il to BS

IIl compliant engines. We expect the introduction of BS IV
emission norms hy 2015, and are preparing to be ready
in advance so that no time is lost in introducing our prod-
ucts to the market.

Component (in Rs. crores)

Direct Economic Value Generated
» Revenues

Economic Value Distributed
» Operating Cost
» Employees Wages & Benefits
» Payments to providers of Capital
» Payments to Government
» Community Investments
» Marketing. Administration & Other Expenses

Economic Value Retained

2010-1 2009-10

2435.37 2269.17
1681.41 1569.06
178.92 129.39
92.26 81.57
70.68 95.04
2.62 2.24
214.88 207.14
190.88 184.74
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EMPLOYEE BENEFITS

COMMUNITY INVESTMENTS

Our contribution plans for full time employees remain un-
altered as mentioned last year. They are -

» Superannuation schemes

» Provident Fund scheme

» Employee State Insurance scheme

The contribution paid / payable under these schemes

is recognised during the period in which the employee
renders the related service. As for the employee Provi-
dent Fund, we make specified monthly contributions to

a Company-administered Trust. The Government notifies
the minimum interest payable by the trust to the ben-
eficiaries every year. The Company has an obligation to
make good the shortfall, if any, between the return from
the investments of the trust and the notified interest rate,
which is recognised as a cost as and when determined.

Apart from the above defined contribution plans, we pro-
vide the following defined benefit schemes:

» Gratuity Fund scheme

» Long term compensated absences

» Pension

» Post retirement medical benefit scheme

» Long term service award

The present value of the obligation under such defined
henefit plans is determined bhased on the actuarial valua-
tion using the Projected Unit Credit Method as of the date
of the Balance sheet. In case of funded plans, the fair
value of plan asset is reduced from the gross obligation
under the defined henefit plans, to recognise the obliga-
tion on the net basis.

We, at KOEL, firmly believe in extending the benefits to
the community as well as to the stakeholders. We have
made significant monetary contributions amounting to
Rs. 2.61 crores during the last financial year; 8% of which
were routed through our CSR initiatives while the rest
were donations to institutes and organizations other than
non-political parties.

While we operate in the Industrial Development Corpora-
tions’ designated areas, we continue to remain conscious
of the communities around us. For example, in Ahmed-
nagar where we actively participate on the MCCIA’s Per-
sonnel Executive Forum, we have raised several issues
such as the encroachment of land by street vendors on
the outgress of plot holders, as it is a safety threat to the
vendors owing to its vicinity to flammable material stor-
age areas.

ENGAGEMENT WITH INVESTORS

We engage with our investors to achieve better and sus-
tained return on investments. We track the share rate
along with investor perception and hold regular meetings
with them. We also engage with our investors through
quarterly board meetings and General Body meetings,
where they can raise their concerns or issues. During the
financial year 2010-11, we held investor meetings and
conducted analyst meets in addition to the Annual Gen-
eral Meeting. The issues raised through these forums are
addressed and an update is presented in the subsequent
meetings.

KIRLOSKAR OIL ENGINES LIMITED
ANNUAL GENERAL MEETING




DISCLOSURE TO MANAGEMENT APPROACH - ECONOMIC

Policy ‘Steering Committee’ formulates KOEL's economic policy & strategy and
the Functional Heads formulate the strategies for respective functions so
as to meet the Vision, Mission, LRP, and AOP objectives. The LRP and AOP
are framed with due regard to stakeholder expectations.

Goals & Performance Vision:
To be amongst the top ten Global Players in off-highway engines
business.

Missions:
» By 2012, we will achieve Cll EXIM Business Excellence award status
» By 2014, we will be a Rs 5000 Crores company with 15% profitability

Performance measures

Regular tracking of the global production values.

Ensure safety and liquidity of funds through effective fund
management

Ensure comprehensive risk management and maximize returns
Achieve cost improvement by eliminating wasteful and non value
adding activities

To be a debt free company

¥

¥

¥

¥

¥

¥

Key successes in economic per- Introduction of new cost effective products

Acquisition of major OEMs to strengthen the market position
Customer consolidation initiatives to promote continued business
growth

Productivity improvements and introduction of flexibility in manufac-
turing to mitigate demand fluctuation risk

Continued investment in cost reduction Initiatives such as Value Engi-
neering & Value Analysis

Sales promotion through export as the export sector showed positive
signs

Adherence to loan payment schedules

Introduction of ERP based alert & RMSP Reporting

formance in year 2010-11

¥

¥

¥

¥

¥

¥

¥

Risks & Opportunities

¥

Market Competition - Global players targeting to enter the Indian
Market

Auto and tractor manufacturer's entry in DG set market

Major off highway OEMs developing their own engines

Low Cost Product Entry - Chinese quality products entry into the
higher kVA engine segment

Infrastructure projects by the Government

Increase in power deficit

Promotion to nuclear power plant projects by Government (20000
MW by Yr 2020) - Policy changes by Government in near future

¥

¥

¥

¥

¥

¥

Changes in reporting period Listing of KOEL on NSE & BSE post demerger
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STRATEGIC SOURCING

ENGAGEMENT WITH SUPPLIERS

Corporatg .
Communications

°
'y S Six Sigma

C?_ Quarterly Supplier
" meetings & Updates

Supplier
Perception
Surveys

® Annual Supplier
Satisfaction

Surveys Plans

We strongly believe in maintaining standard quality for the mate-
rials we procure from suppliers, and encourage supplier engage-
ments through multiple channels. Health and safety are also given
due importance.

Through regular quarterly corporate communication letters (KOEL
Communiqué), we keep our supplier partners updated on the hap-
penings at KOEL and our future plans. We actively engage with our
suppliers through perception and satisfaction surveys, trainings
and supplier quality initiatives. We believe in having strong ties and
partnerships with our suppliers and ensure that they grow with us.
This year, we have taken up initiatives with our suppliers in the fol-
lowing four areas:

QUALITY IMPROVEMENT INITIATIVES

We seek to work with our suppliers to ensure and improve quality
of our products procured. We provide six sigma green belt training
to our suppliers. 22 employees/ owners of our supplier partners are
certified as Six Sigma Green Belt.

In November this year, we conducted the second Supplier Quality
Improvement Contest (SQIC). Of 72 entries received from our vari-
ous suppliers, we presented a trophy and a certificate to the top 3
performers.

Due to our various supplier quality initiatives, the percentage of
parts below 1000 ppm has crossed 90% mark. Overall ppm has
shown continuous improvement for the last four years.

Annual Action

Vendor
Evaluation
Forms

® quarterly
Communication
B etters

COST REDUCTION INITIATIVES

Our sourcing team works closely with preferred partner suppliers
through initiatives like VA/VE projects. We have completed as many
as 180 cost reduction projects translating into saving of Rs. 16.03
crores. Major areas of cost reduction have been in weight reduc-
tion through VA/VE, negotiation and use of alternate materials and
process improvement.

We have also started a new initiative called as “the Green Sourcing
program”.

Objectives of the Green Sourcing Program
» Introducing environmental awareness
» ldentifying waste reduction opportunities in energy, water,
packaging and transportation
» Sourcing material with higher recyclable content.

Initiatives undertaken

» Introduction of ashestos free gasket & lagging materials

» Introduction of skids to eliminate use of wood & corrugated
boxes

» Introduction of returnable crates for transportation.

» Gaining approval of Maharashtra State Pollution Control hoard
for all plating material suppliers.

» Reduction in casting weights through the VA/VE initiatives



Some of the project outcomes are as follows:

INITIATIVES STATUS OUTCOME

Plastic bin for Futura Camshaft COMPLETED Elimination of corrugated box

Plastic bin for Futura Connecting Rod COMPLETED Elimination of corrugated box

Plastic bin for Futura Gear End Cover COMPLETED Elimination of corrugated box

Plastic bin/tray for Varsha Gov.shaft & lever COMPLETED Elimination of wooden box & plastic bags
Plastic tray for Varsha gears COMPLETED Elimination of corrugated box

Plastic bin for Varsha Pumpshaft COMPLETED Elimination of corrugated box

Plastic bin for Varsha small Components COMPLETED Elimination of corrugated box

Skid Development for Control Panels INPROCESS Elimination of corrugated box

Batteries Without Corrugated Boxes COMPLETED Elimination of corrugated box

Reduction in No.of items in Control Panels COMPLETED Reduction of transportation cost

CASE STUDY &

At our Pune plant, more than 15 fabricators work in-house for
various fabrication and sheet metal work. They perform fabri-
cation jobs for infrastructure modification, production & utili-
ties support. All these fabricators had been using primitive and
inefficient arc welding machines for their fabrication activities.
During the last year we have taken up the initiative to introduce
inverter base welding machines in place of these arc welding
machines. The energy consumption in inverter based welding
machine is only 60% compared to that of the arc welding ma-
chines. They also do not consume energy during idling.

The fabricators, being used to the arc welding machine, op-
posed the move. We then conducted an awareness program

to make the fabricators understand the benefits of the new,
inverter based welding machines. Also, numerous trainings
were organized that demonstrated the use of these machines.
Gradually, the fabricators became satisfied, and in the first
phase around 14 machines were replaced with the inverter
based welding machines. Implementation of this initiative has
resulted in nearly 40% energy savings. In the second phase we
intend to replace the remaining arc welding machines.

Inverter based welding Machine
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DEALERS & DISTRIBUTORS

Our products and services are delivered to the customers through
various OEM/ dealer channels. Distributors / Dealers are the am-
bassadors of the Kirloskar brand and bring us closer to customers.
They help us in understanding customer needs and expectations
enabling us to tailor our product and service offering according

to demand. After sales & service is provided to the customers of
generating set and off highway applications through a dedicated
network of 103 service dealers with 338 service outlets. This after
sales network continues to expand every year - with twin objectives
- to remain close to the customer and to provide proactive service
by ensuring

» response time is within 4hrs when within 50km of dealership and
8hrs beyond 50km of the network

» restoration time within 24hrs for minor complaints and 72hrs for
major breakdowns

For AOBG engines & pumpsets, the delivery mechanism is through
a network of 250 Agri dealers. The spare parts availahility is en-
sured through the 117 authorised parts distributors.

ENGAGEMENT WITH DEALERS/
DISTRIBUTORS

The senior management including CMD, ED, Business Heads / Mar-
keting Heads & other senior leaders meet GOEMs, dealers, distribu-
tors regularly to understand market conditions and requirements
of products and services. The engagement is also aimed at un-
derstanding the expectations of the dealers and distributors from
KOEL, sharing of needs and experiences, communicating policies,
processes and other developments within the company. Further,

it gives us an opportunity to understand the training needs of the
dealers and distributors, identify cost reduction avenues and op-
portunities to install quality systems and audits. This dialogue hap-
pens at various forums including one on one interaction, monthly/
quarterly reviews through helpdesks and dealer conferences and
meets.

We provide guidance to dealers for ISO 9000 - system implementa-
tion. We also conduct annual dealer quality improvement projects
and contests. Dealers are recognised based on their performance
for the year and rewarded. To motivate these channel partners,
dealer conferences are organised in India as well as overseas and
the top performers are felicitated by the CMD or ED.

CMD addressing the Channel Partners' meet



CASE STUDY &

In line with our organizational goal of restricting the Warranty tools. This activity covers both within warranty and post war-
Cost to a maximum of 0.6% constant efforts are being made to ranty feedback on product and services. In the near future, we
drive productivity through seamless processes and following a intend to address warranty costs under a structured monitoring
disciplined approach to manufacturing. We also review our policy process, by bringing it under the scope of technologies such as
for claims and payments to service dealers as this has an impact business intelligence.

on reducing warranty costs.

Claims lodged by dealers are entered into the ERP CRM system,
which in turn, triggers response and resolution activities. The

claims database is reviewed on a continuous basis by Warranty
Cell of QA and detailed analysis is conducted using various SQC

PGBG and AOBG Warranty Cost as % of Sales Bearing Warranty Cost as % of Sales
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ENVIRONMENTAL PERFORMANCE

At KOEL, we strive to be global leaders and embrace the latest manufacturing technologies and facilities, so that our products conform to
best in class standards. All our facilities comply with the local environmental legislative requirements - such as those enforced by the Cen-
tral Pollution Control Board and State Pollution Control Boards, in addition to compliance with the Factories Act and Rules.

DISCLOSURE TO MANAGEMENT APPROACH - ENVIRONMENT

Policy* » Energy Policy

» EHS Policy

» Signatory to CII’s Code for Ecologically Sustainable Growth

Goals & Performance » Environmental compliance

*elaborated in the following sections

» Goals indicated in policies
» OHSAS certification for Rajkot plant by 2011-12

Organisational responsibility Senior Vice President, P, IR, HR & Utilities

We have an Energy Management Program which has been
developed based on the policies and ecological codes that
we abide hy -

Energy Policy
» First adopted in 2002, first revision in 2005
» Revision proposed in 2011-12

Cll - Code for Ecologically Sustainable Growth
» Signatories since 2007

EHS Policy
» Originally established at Environmental Policy in
1998-1999
» Modified suitably as EHS Policy in 2009

Objectives and targets for energy conservation are taken
up and planned in line with these policies. The Energy Pol-
icy is signed by our Chairman & Managing Director (CMD)
Mr. Atul Kirloskar. This indicates a strong commitment
from our top management towards energy conservation.
A proposed revision of the policy is being taken up this
year in a systematic fashion to update the policy to better
suit our future needs. Our energy policy is as follows.

ot

ENERGY POLICY

Achieving optimum use of energy in our operations and bringing
about improvements in the energy efficiency of our processes and
products will form an important component of the continuous im -
provement efforts in our organization

We shall grive to reduce enegy consumption per unit of value added ly:
Minimizing wastage.
Using energy efficient processes and equipment.
Conducting periodic energy efficiency improvement studies and
implementing improvement measures.
Involvement of employees of all levels in the energy conservation
efforts.
Effective dissemination of information.
Establishing norms and initiating programmes to help us comply
with these norms.
Promotion to renewable energy resources within and outside KOEL.

In achieving these, we shall utilize the knowledge and expertise avail-
able from various sources including sister organizations, col labora-

tors and outside experts.

We shall make efforts to bring about continuous improvement in the
energy efficiency of our products.

Atul Kirloskar
05 May 2005 Chairman and Managing Director
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The following is our EHS Policy. The policy itself directs every KOELian to own and implement the commitments in every
aspect of their work.

KIRLOSKAR OIL ENGINES LIMITED @

ENVIRONMENTAL, OCCUPATIONAL HEALTH & SAFETY (EHS) POLICY

We at Kirloskar Oil Engines Limited (KOEL) are engaged in manufacturing of I.C.Engines, Generating Sets, Pump
Sets and Engine Bearings. We strongly believe that, it is the duty of everyone working in KOEL to implement this
policy in his area of activities.

We commit to:
» Comply with all applicable EHS legislations and other requirements.
» Prevent environmental pollution due to our activities, products and services.
» Prevent injuries & ill helath in our activities at workplace.
» Continually improve our EHS management system per formance.

We will strive to:
» Conserve resources such as power, water, fuels, oils, compressed air & wood.
» Minimize use and adverse impact of hazardous chemicals handled.
» Minimize generation and adverse impact of hazardous waste.

We will communicate this policy to our employees and contractors and make it available to public and inter-
ested parties on request.

ATUL KIRLOSKAR
05 January 2009 Chairman and Managing Director




The Confederation of Indian Industries’ (CIl) initiated a program “Mission for Sustainable Growth” and appealed to the
Indian industries to sign the ecological codes so prescribed and implement them. We are one of the leaders in the in-
dustry to have signed the Code and committed to planned reductions in the consumption of natural resources. We have
successfully achieved all energy related targets set out in the Code. The following section shows our formal commit-
ment statement to the Code.

Cll - CODE FOR ECOLOGICALLY SUSTAINABLE GROWTH

Being Cognizant of the need of sustainable growth as dwindling stock of natural capital, we commit ourselves to
attainment of following Ten - Natural Capital Commandments.

. Reduce specific consumption of energy and water by 3-5% every year over next ten years.

. Reduce specific generation of waste and reduce the quantum of waste going to landfills by 3-5% every year
over next 10 years.

. Increase use of renewables, including renewable energy by 5% every year in place of non-renewable over
next ten years.

. Reduce greenhouse gases emission and other process emissions by 3-5% every year over next ten years.

. Increase use of recyclable and increase use of recyclability of resources embedded in the product.

. Increase the share of harvested rainwater in the overall annual use of water by 5% every year over next ten
years.

. Incorporate life cycle assessment criteria for evaluating new and alternative technologies and pro ducts.

. Strive to adopt green purchase policy and incorporate latest clean technologies at design stage.

. Take the lead in promoting and managing product stewardship programs, by forging partnerships with business
and communities.

. Reduce depletion of natural capital, which is directly attributable to company’s activities by 5% every year over
next ten years.

We also commit to demonstrate attainment of these commandments in our pursuit to certifications such as 1ISO
9001, I1SO 14001, OHSAS 18001, SA 8000, Green Buildings, Eco-labels and the like.

ATUL KIRLOSKAR
Chairman and Managing Director
15 August 2007 Kirloskar Oil Engines Ltd.

Our ENCON structure remains unchanged from last year.

ENERGY MANAGEMENT STRUCTURE The ENCON culture is anchored by the four pillars of cen-

tralized energy monitoring system, knowledge building,
At KOEL, we recognize that sustainability cuts across all technology upgradation and green energy and products -
levels and calls for commitment from all employees of it follows the following model.

the organization - from the Board, the CMD, Senior Man-
agement to operational staff and administration. Being
in the manufacturing industry, it is imperative for us to
adopt energy conservation efforts in our move towards
sustainability in order to beat the rising costs of energy,
to manage greenhouse gas emissions and to optimally
use fast depleting natural resources. With this perspec-
tive, our Energy Conservation cell (ENCON) has been con-
stituted with representation from across functions and
levels. It falls under the overall purview of our Utilities
Department.
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ENCON Culture

Centralized Energy
Monitoring System

Data Monitoring
Data Recording
Data Analysis

Data Comparing

> Energy AOP

> Allocation of cost
centers

> Target Setting

> \Waste & Losses
identification

> ENCON Projects

> Data Controlling

Technology
Upgradation

Knowledge Building

Product Improvement
Production Process
Improvement

Capacity Building
Promotional Programs
Society Awareness

> New machines and
process improvement

> Design, develop and
manufacture energy
efficient products

> Implementation of
EURO stage three

> Procurement of EE
equipments

> Training & Awareness
> Energy Week
> Information sharing
& henchmarking
> K-Group Utility meeting

Green Energy and
Green Products

Green Technology Cell
Green Energy Product
Use of Renewables
Green Promotion

> Wind power project

> Use of Bio-diesel

> Bio-gas based engine

> Solar water heating for
canteen

> Waste elimination &
recycling

|

ENCON Cell

|

> Weekly review by ENCON cell head

> Monthly review by Director (ENCON mentor
of K-group companies)

> Six-month review by CMD

> Annual assessment by K-group ENCON
assessors

ENCON Achievements

N




We follow the Plan Do Check Act (PDCA) cycle for our
energy management. We regularly interact with ENCON
groups from other companies within the Kirloskar Group,
enabling us to learn and share good practices from across
the industry.

We monitor energy usage and set targets for reduction of
waste. We keep a check on energy usage while improv-
ing existing operating procedures. While the total energy
consumed may rise with production, volumes, input and
other factors, the specific energy consumption i.e., the
amount of energy consumed in the production of one unit
of product is a better indicator of the energy efficiency of
our processes.

During 2010-11, the specific energy consumption for en-
gines further reduced to as much as 2.4 % in compari-
son with the preceeding year. This is shown in the graphs
below.

For bearings, the reduction in SEC is low as compared to
the last couple of years, indicating limited scope of im-
provement in energy conservation. While the SEC is not at
saturation level, further reduction in energy consumption
would require rebuilding of plant and adoption of new
manufacturing technologies.

The specific energy consumption (SEC) for our Pune plant
has reduced over 4% this year. This may be partly at-
tributed to lower plant utilization factor due to rebuilding
activities at R-Shop. We have further set a target of 3%
reduction in SEC during 2011-12 with projected production
planning for the Pune plant.

SPECIFIC ENERGY CONSUMPTION
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DIRECT ENERGY CONSUMPTION (G))

The following table represents the split of total direct energy consumed across various plants at KOEL:

60000 - - - - - - - - - - - - - - - - - -
50000 - - - - - - - - - - - - - - - - -
& 40000 - - - - - - - - - - - - - - - - - -
3
5
2 30000 - - - - - - - - - - - - - - -
20000 - - - - - - - - - - - - - - -
10000 - - - - - - - - - - - - - - -
] ] ==
Pune Kolhapur Nashik Rajkot Ahmednagar
. CNG (QJ) 392.85 0.00 0.00 0.00 0.00
. Diesel (GJ) 53023.68 21092.96 6039.47 5581.44 906.98
. Furnace 0il(GJ) 0.00 1615.52 0.00 0.00 2731.80
LPG(GJ) 321.81 6669.16 0.00 50.34 5249.02
As evident from the graph, most of the direct energy re-
ENERGY CONSUMPTION TREND (YEAR ON YEAR) quirements are met by diesel which accounts for nearly
81.26%. The Pune plant has the highest cumulative en-
ergy consumption which is approximately 43 % of the
total energy consumption of the company. The following
! ! ! ! ! ! graph shows the direct and indirect energy consumption
for all of KOEL.
2009-10 1,53,858 1,19,947 !
] ] ] ] ] |
] | | | | |
2010-11 1,50,991 1,06,625 ,
] ] ] ] ] |
50 1001 50 200 250 300
Giga joules (Thousands)
0 Dpirect B indirect
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During this year 2010-11, we undertook a project for
estimation of carbon footprint across all our locations -
emissions from production processes and allied activities.
The study follows the internationally adopted protocol,
the World Business Council for Sustainable Development
(WBCSD) protocol/ISO 14064. This year, our direct GHG
emissions were 7,030 t CO,e and indirect emissions 27,578
tCo,e.

At KOEL, we are constantly seeking out arenas where
alternate renewable energy sources can be utilized.
Last year, more than 35% of our total energy profile was
‘green’.

Further, the following graph shows the split of indirect
energy in terms of electricity from grid and electricity
from renewable sources of energy over different plants.

We track emissions from stack at all locations, as a part
of the legal compliance requirement. None of our opera-
tions use ozone depleting substances, for any of our plant
processes.

INDIRECT ENERGY CONSUMPTION

Pune 41,847.36 | 13,967.91 .

Kolhapur 37,868.44 | 14,454.32 '

Nashik I1760761 ' | | | |

Rajkot .5,5'32.30 ' ' ' ' '

Ahmednagar 35,713.22

10,000 20,000 30,000 40,000 50,000 60,000
Giga joules

. Electricity from the Grid . Electricity from renewable sources

STACK EMISSIONS

Stack Emissions

(in tons)

Pune 0.37 1.39 0.13
Kolhapur 16.66 4.64 433
Nashik 0.11 0.22 0.00
Ahmednagar 1.50 1.23 0.45

*Emission numbers from our Rajkot facility have not been included in the
above table as with the present monitoring mechanism the emissions cannot
be reported in Kg/month. They are presently monitored in concentrations as
per the PCB norms

SPM - Suspended Particulate Matter
NOx - Oxides of Nitrogen
SOx - Oxides of Sulphur
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PLANT-WISE ENERGY SAVINGS IN kwh

Pune

Kolhapur

Nashik

Rajkot

Ahmednagar

9,61,435
6,86,637

I27,112 ' ' ' !

.18,550
.98,040 ' ' '

2,00,000 4,00,000 6,00,000 @ 8,00,000

10,00,000

We are committed to promoting and integrating renewa-
ble energy resources in our processes and products. With
respect to these commitments, we have made a substan-
tial investment in renewable energy projects. We not only
using green energy is our production activities, but also
integrating our products with renewable energy resourc-
es. We have incorporated various measures as part of our
energy conservation efforts. Some of the renewable en-
ergy initiatives are:

¥

Purchase of power generated by wind power project
- We procure power generated from wind power hy
our sister concern. This restates our commitment to
reduce our carbon footprint.

¥

Generation of 4425 m? of hio-gas from canteen waste

¥

Generation of 1.2 lakh units of electricity from bio-
diesel which was used to meet in-house power
requirements

Installation of two solar water heaters for canteen use
resulting in energy savings of approximately 20000
units/year

¥

¥

Installation of 300 natural draft turbovents at Pune
resultingin reduction of artificial cooling require-
ments and annual saving worth Rs 25 lakh

The adjacent graph shows the amount of energy (in kwh)
being saved across various plants.

Total electric energy saved was 1.9 GWh this year.
Additionally, savings of 19,385 litres of HSD.




Some highlighted energy conservation projects, plant-wise are:

PUNE PLANT

Utilization of maximum natural day light by installation
of transference sheets & light pipe at R-HA & DV plant.
Installation of compressed air consumption monitoring
system with individual flow meters for each shop
Replacement of sodium vapor lamps by new generation
LED street lights

Installation of new generation T-5 lamps by replacing
old & inefficient mercury vapour & metal halide lamps
at R-HA plant.

Installation of wind driven turbo ventilators at R-HA
plant to reduce the energy consumption of air circula-
tors.

Replacement of old & inefficient compressed air piping
by energy efficient & zero air leakage piping system.

¥

Shop floor at Pune plant being lit by natural light

KOLHAPUR PLANT

RAJKOT PLANT

¥

» Installation of wind driven turbo ventilators and poly-
carbonate transparent sheets at Utility & Main Plant for
improving the daylight and thus energy conservation.
Replacement of Centrifugal Compressor Intercooler to
improve efficiency.

Installation of variable frequency drives for higher size
motors at CPCP Plants.

Installation of variable frequency drives for screw com-
pressor.

Installation of energy efficient fan less cooling towers
Use of regenerative testing panels for genset testing.

¥

¥

¥

¥

Reduction in the plant contract demand from 675 KVA
to 475 KVA and change CTPT Unit.

Installation of auto timer panel for Painting section for
Air Ventilation System.

Improvement in P.F by Capacitor Bank-Connection for
each machine and at ETP Area.

Installation of wind driven turbo ventilators and poly-
carbonate transparent sheets for improving daylight
and energy conservation.

Use of LED & solar street lights at security gate.

NASHIK PLANT

AHMEDNAGAR PLANT

Reduction of engine testing hours to reduce fuel con- »
sumption

Utilization of maximum natural day light by installation
of transference sheets and light pipe.

Use of welding machine energy saver for welding sets

Installation of star rated air conditioners replacing old
and inefficient systems.

¥

¥

¥

¥

Installation of wind driven turbo ventilators and poly-
carbonate transparent sheets at Main Plant for improv-
ing daylight and energy conservation.

Replacement of old and inefficient reciprocating com-
pressor with energy efficient screw compressor.
Modification of ammonia cracking furnace to improve
energy efficiency.

Re-insulation of holding & melting furnaces to reduce
radiation losses

Use of energy efficient Air Gun for cleaning operations.
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WATER

WATER BY SOURCE 2010-11

839% water from Municipality/MIDC
159% Ground water
2% water from tanker

WATER BY PLANT / SOURCE 2010-11 (M?)

Pune

Kolhapur

Nashik

Rajkot

Ahmednagar

VENY) 26,693
76,296 K

17,634 ' ' '
18,550 Xy
74,0478 '

25,000 50,000 75,000 1,00,000

[ water from Municipality/MIDC
[ Ground water
[ water from tanker

Water is one of the most critical resources. We recognize
its importance and constantly monitor water consump-
tion across plants. Our resource utilization is based on the
3R concept i.e., Reduce, Recycle and Regenerate. Across
most of our location, the bulk of the water requirements
are met by the municipality/ MIDC water supply, sufficing
for 83% of our requirements.

Other prominent sources of water include ground water
and water from tankers. The water usage spread by loca-
tion is as follows:

Through continuous upgradation of Effluent Treatment
Plants (ETP), we have achieved zero discharge at all our
campuses. All treated water is then used for gardening

or construction applications. 33% of the total water con-
sumed this year has also been recycled, which is a healthy
increase from 17% last year.

At our Ahmednagar plant, water use has been reduced by
as much as 7% from last year. This is a result of improved
monitoring by metering. Leakage reports are attended

to immediately to control wastage. In Rajkot , we have
replaced hydraulic dynamometer with Eddy Current Dyna-
mometer, which helps in conserving the natural resources
i.e. water. At Nashik, not only are we incorporating wa-
ter conservation measures, but also creating awareness
amongst our suppliers to reduce their water consumption
during production and use.

Some important water conservation initiatives adopted at
Pune are:

» We have long been practicing recycling of 100% of
water from product performance testing and heating
processes in cooling towers.

» Used water is sent to ETP and reused for gardening
within premises.

» Hand wash taps have sensors to ensure optimum use.

» Localized movable sprinklers are used for watering
lawns for optimum water consumption.



Activities planned for all plants under the water conserva-

tion program for the coming year-

» Water audit by external agency at all locations

¥

Implementation of no and low cost measures of water
audit report

¥

Installation of more number of water consumption
meters at different locations

¥

Integration of water meters with centralized Energy
Monitoring System

¥

To ensure the implementation of these activities,
these have been incorporated as part of key result ar-
eas (KRASs) of respective authorities.

CASE STUDY: RAIN WATER HARVESTING

We completed our first catchment area for rainwater har-
vesting at Kolhapur in 2009 with a capacity of approxi-
mately 80 lakh litres at an expenditure of Rs. 6,05,500.
Gradually, two more catchment areas with the capacity of
58 lakh litres and 3.5 lakh litres respectively came up in
2010 at an investment of Rs. 90,68,500.

Another rain water harvesting pond was constructed in

Kolhapur in 2011 via excavation of black cotton soil. The

capacity of this pond is approximately 42 lakh litres, and
it was built at a cost of Rs. 19,57,500.

With this, the total amount of rainwater that is collected
has risen to 183.5 lakh litres.

Rainwater Harvesting Capacity (in lakh litres)

200 - - - - - - - -

1835
50 - - - - 1415 - -
" g0 T ° -
50 =~ - - - -
2009 2010 2011
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MATERIAL EFFICIENCY

Materials used by weight (tons)

2,50,000 - - - - - - - - - -
2,09,858.49
2,00,000 - - - - - - - - -
1,50,000 - - - - - - - - -
1,00,000 - - - - - - - - -
50,000 - - - - - - - - -
19,722.00
532.32 1,190.48
Raw Semi-manf.  Associated Packaging
materials items materials materials

Additional materials used (m3)

Associated
materials

Semi-manufactured

Packaging
items materials

10.88 m* 19,798.24 m* 12,327.31 m?

(4% recycled)

The raw materials required only for casting and forging and are fully reused
(19,722 tons).

Total waste generated this reporting year

Location Hazardous Non-
hazardous

Solid (Tons) | Liquid (KI) (tons)
Pune 61.58 173.63 1824 1232.80
Kolhapur 306.70 440.26 6220 4256.21
Nashik - 26.04 62 89.23
Rajkot 13.67 601.52 262 119.71
Ahmednagar 848.69 - 999 768.44

Additionally, 460 bhins and 206.09 Kl of non-hazardous wastes were disposed
from the sites.

Material efficiency - We procure raw materials and cast/
forge according to our requirements. Most of the other
materials featuring in the final product are purchased as
semi manufactured goods. We have started to reclaim our
packaging material to foster reuse of material. At Rajkot,
all the 597 plastic crates for FOP bracket and small cast-
ing were reclaimed, while at Nashik we reclaimed more
than 17% of packaging wood and bags. Further, at Nashik,
suppliers were instructed to deliver materials in non haz-
ardous packing like oil paper packaging instead of plastic
bags. The suppliers replaced thermocol packaging with
corrugated sheets and boxes, and started to use Skelton
type boxes instead of wooden hoxes to deliver materials.
All 3745 metallic skids used for finished goods were re-
claimed at Kolhapur.

All waste is sold to State Pollution Control Board author-
ized resellers or recognized agencies that dispose the
wastes as per norms prescribed by PCB. The generation
of paint sludge per engine shows a reducing trend. We are
trying to recycle the paint waste by making paint primer
from the paint waste through a MPCB/CPCB approved
agency. We continue to maintain full compliance to all
environmental laws of the land, and we have not paid any
fines in this regard during the reporting period.



Further, we have made investments for environmental
protection. The summary of these expenses are tabulated | ENVIRONMENTAL PROTECTION EXPENDITURES

below:

Waste disposal, Prevention and
emissions treatment and environmental manage-
remediation costs ment costs

CASE STUDY: R-PLANT RENOVATION

During 2010-11, we completed renovation work and re-layout of R-Plant at Pune without hampering the production
planning and incident-free. Some facts-

Environmental Economic Social
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Excellent Unitization of Naturally Available Day light in Pune Plant-1

Massive Tree Plantation Program at Kolhapur Plant - 1

)1

Regular Camps for PUC Checking at Kolhapur Plant
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SOCIAL PERFORMANCE

EMPLOYEES

We consider ourselves to be a people’s organization. Em-
ployees form an integral part of our organization. Engag-
ing, building and retaining talent continues to be among
the top material issues for us. We offer employment only
to individuals who are above the employable age (as speci-
fied by the law) and strongly condemn child labour and
forced labour. We forbid workplace discrimination of any
form including that based on gender. There was no inci-
dent of discrimination recorded in this reporting period.

Every employee is introduced to our Code of Conduct at
the time of induction. The Code contains clear mandates
that we as an organization are meant to follow including
human rights aspects. We further reinforce this in prac-
tice, by denying entry to any individual seeking access to
our campus for work if found to be underaged.

The year 2010-11 saw many reforms and introduction of
best practices in our Human Resources policies. In rec-
ognition of our exemplary work in maintaining excellent
employer and employee relations, we have been felici-
tated with the ‘Best Human Response Award’ in the large
industries category by the Rotary Club of Poona West
and the Mahratta Chamber of Commerce, Industries and
Agriculture.

We constantly endeavour to incorporate and implement
our organisational values and vision in all our people-
related processes. It is in our corporate strategy to create
opportunities for learning and growth, and to make work
more meaningful for our employees. All our full time
employees undergo an annual performance review. The
review serves as a guide in deciding the future plan and
corrective actions necessary in goal setting and planning
for training programs for employees. In our aim to build a
competent, world-class workforce we engage all our em-
ployees in an environment that develops leadership at all
levels and promotes professionalism.

The organization headcount as on 31 March 2011 was
3238. Of this, 31.16% (1009 employees) comprises of
team members. The organization has 888 employees in
various managerial positions. The adjacent graph details
the spread of employees with respect to the employment
category. All our facilities are located in areas where the
talent pool is readily available. This helps us in supporting
our preference of hiring locally, as we believe in fostering
economic growth in the region we operate. The numbers
substantiate this effort as 86% employees in senior man-
agement grade are from the local state itself.

A majority of our employees are 30 years of age or
younger. The age and gender distribution of our work

EMPLOYEE ENGAGEMENT

Activities & Highlights

Developed action plan based on Gallup survey

Trainings charted out based on needs

KRAs of managers on intranet portal - higher clarity in roles

How and How Often

Baat Cheet -quarterly inhouse newsletter
Gallup -annual satisfaction survey
Training programs

Performance Management

Team building & CSR activities

Purpose of Engagement
Employee retention

Talent Management

Health & Safety

HEADCOUNT DISTRIBUTION BY CATEGORY

Employee by Category

0.28% Top management (Senior VP & above)
03.09% senior management (GM to VP)
06.86% wmiddle management (M2, M1)

17.20% junior management (M5-M3)
21.83% Team Associates
31.16% workmen (Team Members)
19.5% others (GET, DET, Floating,DMC, Retainers,
Contract, FTC, trainees, apprentices, etc)

Employee Headcount by Age

1433 are less than 30 yrs
1069 are between 30 and 50 yrs
736 are more than 50 yrs

Employee Distribution by Gender

03.27% Female
97.73% male



force is depicted below. The industry has a low percent-

age of women employees, because of the nature of activi-

ties. However, at KOEL, we are constantly making efforts
to gradually bring about a gender balance in the work-
force.

The average attrition rate was 9%. 453 employees sepa-
rated from the organization during the year due to vari-
ous reasons such as retirement, etc. Percentage of wom-
en separated from the organization was 4.19%. Similarly,
65.78% of the people leaving the company belong to the
age group of less than 30 years as shown below-

There has been a marginal decrease in the headcount of
the organization from 3261 in 2009-10 to 3238 in the cur-
rent reporting period.

For any changes in operation, shifts, etc, we provide
atleast the minimum notice period specified as per the
Factories Act. All unionized employees are governed un-
der the collective bargaining agreement. We have had
no cases of any form of labour unrest. We are proud to
feature in the Limca Book of Records for signing the 6
consecutive wage settlement agreement with the Union
in time without losing a single man-day with no external
intervention.

Number of employees leaving - gender wise split

04.19% Female
95.81% Male

Number of employees leaving - age wise split

65.78% are less than 30 yrs
15.89% are between 30 and 50 yrs
18.32% are more than 50 yrs

Limeca
Book of Records

National Record 201 1

Kirloskar Qil Engines Ltd, Khadki, Pune, a Rs 2,200-crore-
turnover company has an enviable history of not losing a single
manday on account of labour unrest in the last 50 years. Its
internal union named Rashtriya Engineering Shramik Sangh and
the management shares a mature relationship.

From 1995 this is the sixth consecutive time that the
company and the union have signed an in-time agreement before
the expiry of the previous agreement without intervention of any

outside party.

Vijaya Shose

Editor, Limea Book of Records

—e—

LA BOOK OF RECORDH" 8 THE COFYRGHT OF THE COCA COLA COMPANY, "LIMCA”  THE REGISTERED TRADUMARK OF THE COCA-COLA COMNMNY
Twis CERTIFICATE DOES NOT NECERSARILT DENOTE AN ENTHY INTO LWACA BOOK OF RECORDS
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DISCLOSURE TO MANAGEMENT APPROACH - LABOUR PRACTICES AND DECENT WORK

Policy

Goals & Performance

Organisational responsibility

Training

Policy on Human Resources
Wage agreements

Performance Parameters -
» Talent management (material issue of sustainability)
» Employee engagement
» Performance appraisal system
» Rewards & recognition
» Learning & development

Harmonious Industrial relations resulting in 6th consecutive Wage
Agreement being signed in time

Enhancing skill and competency of employees by instituting Leadership-
Development Program [LDP, MMDP]

Performance Award Appreciation for recognising employees efforts.

Conducting Employee Engagement Survey for seeking feedback on im
provement areas

Ensure Work Life balance for the employees
» Conducting Yoga & Health Programs
» Flexible in & out timings
» Birthday Holiday

Encouraging gender diversity
Scholarships for employee’s children.
“l appreciate” On the Spot appreciation

Financial Assistance through Loan Schemes

Senior Vice President, P, IR, HR & Utilities

Training needs are identified through an annual appraisal process after
which the training cell at HR consolidates training requirements. This
forms the input for preparing the Annual Training calendar. This calendar
is released on quarterly basis and communicated via myKOEL intranet
and subsequent mail. It combines functional, technical, and behavioural
topics. To meet the intended objective HR plays a vital role in custom-
izing training programs and by making use of internal and external re-
sources.



HR HIGHLIGHTS

Some best practices introduced this year-

¥

¥

¥

¥

¥

We reframed and implemented the Performance Man-

agement System for managers

We initiated the Job Evaluation exercise to create a
role based level matrix in senior management

We now allow for flexi time working to foster better
work-life balance of employees

We also introduced a Birthday special holiday for our
managers

We observed a ‘No Vehicle Day’ on 25 January 2011 in
tandem with our belief of being an environmentally
conscious organization. All employees, across all lev-
els came to work by bicycles, public transport or on
foot this day.

In an attempt to bring about more clarity in roles, Key
Result Areas (KRA) for all managers were brought online
with support from IT. The KRAs are linked to 4 corporate
objectives for better alignment with our mission.

KIRLOSKAR OIL ENGINES LIMITED

HUMAN RESOURCES POLICY

Further, we are in the process of revisiting the existing
hospitalization policy and benchmarking the same with
hospitalization policies in other organizations, to design a
more viable and robust policy for our employees.

=

Kirloskar Oil Engines Limited (KOEL) values its employees as its primary resource for its competitiveness &
continued growth. It is committed to be guided by the organizational values and vision in all its people related

processes.

It will build a competent, world-class workforce to execute its business plans and engage them in an environ-

ment that will develop leadership at all levels.

It will continuously strive to enhance the vibrancy in the organization whereby the employees take pride in their
work and nurture a healthy work environment that inculcat es professionalism.

The employees will be recognized for their accomplishments making them feel a part of a vibrant team to meet

global challenges.

Date of release: 01 July 2009
Date of review: 30 June 2012

ATUL KIRLOSKAR
Chairman and Managing Director
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EMPLOYEE ENGAGEMENT

We believe in harnessing the wisdom and experience of
our own employees towards decision and policy making.
For this purpose we have three high-level cross function-
al management committees as mentioned below:

i§i° 1YY

Business Operations
Development Committee
Committee

i i
Administration
Committee

An instance of employee involvement in implementing
organisational initiatives is the layout and renovation of
Pune Plant | which was completed in 52 weeks. Involve-
ment of employees while drafting people strategies and
plans is evident from the fact that our 6th Wage agree-
ment was signed without a single man-day loss.

Employee Engagement Surveys

We continue to measure the employee perceptions
through the Employee Engagement Surveys conducted by
Gallup, which is an independent organization. The surveys
are conducted every year, the most recent survey was
successfully done in January 2011.

In addition to the standard framework, the Kirloskar
group has identified some additional parameters as a
part of the employee feedback of Gallup Q12. The survey
is administered across all locations for all managerial
employees and Team Associates in English and Marathi
respectively. The results of the survey are shared with all
managers at all locations. Gallup also issues scorecards to
those managers who have 4 or more managers reporting
to them.

The following are the highlights from the recent survey:
Achieved 92% participation of all managers in the
survey

Completed results sharing with 1500 employees (Man-
agers + Team Associates)

Training for 30 new scorecard holders completed
Gallup Action Planning was facilitated across all BUs
and all Locations.

¥

¥

¥

¥

For the second consecutive year, a Grand Mean Score of
more than 4 in the Employee Engagement Survey was
achieved by us which is a very healthy score for the com-
pany.

Attributes of the Employee Engagement Survey
Overall Measures Work Group Attributes

Overall Satisfaction
| have necessary resources

I know what is expected of me

Enterprise Level Attributes

Pride & Future
Leadership

Opportunity to do what | do best Alignment

Recognition in last seven days

Advocacy Someone at work cares
Encourages development
My opinion counts

Work Culture
Customer Orientation

Mission purpose of the company

Loyalty Co-workers quality commitment

Best Friend at work
Progress discussions
Opportunities to learn & grow

Safety environment
Measurements & Rewards
Growth & Training



Knowledge and Capability Development

Development of employees not only adds to a progressive
work environment but also helps an organization attain
its vision and mission. It is of paramount importance to us
and we have a comprehensive training calendar in place
consisting of Technical, Functional and Behavioural Pro-
grammes. These programmes are further customized de-
pending upon the target trainees viz Junior Management
Group, Middle Management Group and Senior Manage-
ment Group. We have adopted a collaborative approach
for framing this calendar and inputs are drawn from vari-
ous channels such as annual performance appraisals, dis-
cussion with department and business heads and also the
specific strategic needs that may arise on introduction of
new technologies.

We have a tie up with the Welingkar Institute for Lead-
ership Development Program for our employees. This

is primarily aimed at developing successors for the key
critical positions identified at senior levels. The second
batch consisting of 19 Senior Managers in this program
commenced training successfully and will be complet-
ing in September 2011. We also have a Middle Manage-
ment Development Program with Kirloskar Institute of
Advanced Management Studies. This enables us to create
meaningful careers for our employees. There are cur-
rently 29 managers participating in this program as part
of the second bhatch.

Training & Development

Trainings such as the “Fast Tracker Programme” provide
excellent opportunities for fast career development. By
means of this the candidate progressively undergoes
training in basic management skills, advanced manage-
ment skills at a relatively early stage of his/her career.
People are also encouraged to complete higher stud-

ies while on the job, and are supplemented by upgrad-
ing their skill sets from time to time. The “Gurukul Pro-
gramme” is intended to impart specialized technical and
behavioural training to science graduates who join us.

Graduate Engineer Trainee Program

29 GETs were selected from around 19 premier institutes
across India. The selected trainees undergo an extensive
training programme for one year, including outbound
programmes, where they are imparted training in vari-
ous soft skills, engineering skills and management skills,
besides being rotated in all functional areas to gain maxi-
mum exposure.

Training imparted has gone up substantially from 2.6 man
days in FY 2008-09 to around 3.85 man days in 2009-10
and 4.32 man days in 2010-11.

Average hours of training in 2010-11 per employee
by employee category

Mandays

Average hours
per employee*

Category

Senior Management 214
Middle Management 814 28.7

Junior Management 2518 36.0

* Assuming 1 manday = 8 hours

6 Sigma has become a way of life in KOEL. An internal
drive has been initiated to cover maximum managers
under Six Sigma Green Belt and Black Belt Certification.
A special transactional batch of Black Belt was organized
for the corporate functions in close co-operation with
Corp QA during the year 2010-11 .

DISCLOSURE TO MANAGEMENT APPROACH - HUMAN RIGHTS

Policy » KOEL's Code of Conduct binding all employees

Goals & Performance

» Wage Agreements
» Agreements with Contractors
» The Factories’ Act and Maharashtra Factories Rules

Corporate Strategies
» Make work meaningful for all
» Create opportunities for learning and growth
» Be a good corporate citizen
Performance: Zero legal non-compliance to Factories’ Act

Organisational responsibility Senior Vice President, P, IR, HR & Utilities
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HEALTH & SAFETY

EHS STRATEGIC OBJECTIVES

¥

To propagate a culture within KOEL that values good
EHS performance and recognizes its link with superior
business performance

The Health & Safety of our employees and communities in
our surroundings continues to be one of the most critical
parameters of success of our business. Enhancing safety
awareness amongst employees also featured as a KRA
last year and continues to do so this year under our safety

training targets. This year, we started to strengthen our
safety organization by undertaking streamlining and con-
solidating of all safety related policies, management and
implementation under one umbrella. The new proposed
safety structure is depicted below.

¥

To integrate EHS in overall business processes

¥

To minimize the impact of activities, product and ser-
vices on the environment

¥

To maintain an injury free workplace

¥

To ensure effective implementation of EHSMS- EMS,
OHSAS

The restructuring has been initiated in a systematic man-
ner and is intended to provide greater clarity of roles to the
employees involved. As part of restructuring, Corporate
Safety will provide increased support to factory locations
in areas of enhancing awareness on EHS legal require-
ments, Factory Act compliances and other safety issues.

¥

To continually improve EHSMS

¥

To identify & implement best EHS practices

Proposed Safety Structure

%  Executive Director
O & Occupier
N T
EVP & CFO

Sr. V.P.-HR, P,
IR & Utilities

.~ Factory Mgr. .~ Factory Mgr. .~ Factory Mgr.
il Nashik il Ahmednagar
AN 1« T N AN

4 Sr. Manager - Safety (Corp.) e \edical Officer
)I\ 4 Head - Safety (KOEL) B~ pune

. > Factory Mgr. . > Factory Mgr.
N Rajkot il Kolhapur

N

e \Medical Offr. \7 Safety Officer-1

o Safety Officer
&~ Kolhapur Kolhapur R Y

Pune

—_—

¢ Safety Co-Offr.
\! Nashik

— \gl Safety Officer )
Ahmednagar
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There is one Health & Safety committee at each of our loca-
tions except Pune. Pune has 6 Shop/plant level committees
and one Central Safety Committee. Occupational health
and safety committees comprises of a total of 184 mem-
bers. This is an increment of 12.9% from the previous year.
These members collectively represent 3.11% of the total
workforce.

The adjacent graph represents the frequency rate (FR) of
reportable accidents. The frequency rate for non-reporta-
ble accidents are depicted in the following page.

Total Workforce by Plants
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Percentage of Workforce in Health & Safety Committee
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FR Reportable Accidents
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Rajkot Ahmednagar

KOEL

Reportable Accidents

03 Pune

06 Kolhapur
01 Nashik

00 Rajkot

01 Ahmednagar
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FR Non-Reportable Accidents

400 = = = = = = = - - -
30 - - = - - - - - -D26I.82-
200 - - - - - - - - - - -.
oo - - .s8001. - . . .@m . .
39 [ o002 =
Pune Kolhapur Nashik Rajkot Ahmednagar  KOEL
Non Reportable Accidents
24 Pune
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Severity Rate
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29.04
o 2313 )
11.78
o 0.00
Pune Kolhapur Nashik Rajkot Ahmednagar  KOEL

Note:

Lost day begins after 48 hrs from time of accident.
Reportable accident- Accident causing injury which
will prevent the injured person from working for a pe-
riod of 48 hrs or more immediately after the accident.
All occupational injuries of reportable, nonreport-
able, first aid nature Occupational Disease cases are
included in the data.

Million manhours worked is taken as basis for rates
calculation as per IS 3786.

¥

¥

¥

¥

The absentee rates at Nashik and Rajkot plants are zero
and KOEL-wide rate is 92.33. Note: Absentee Rate (AR): AR
is presented as actual absentee days lost due to report-
able accident/ injury cases as a percentage of total days
scheduled to work by workforce. Data for absentees on
account of illness/sickness cannot be tracked due to non
availability of reliable data on absenteeism on account of
actual sickness/ illness.

Formal agreements with the trade union cover health and
safety topics such as responsibility for using Personal
Protective Equipment, compliance with provisions of Fac-
tories act, maintaining a clean and safe area near and
around the machine, and responsibility for ensuring that
no pollution is caused by any individual in their area of
activity. Formal agreements do not explicitly cover other
topics like Joint Health and Safety committee, participa-
tion of worker representatives in Health and Safety in-
spections, audits & accident investigations, training and
education, complaints mechanism, right to refuse unsafe
work and periodic inspections. Procedures & frameworks
exist within the company separately to ensure this as

well as the involvement and participation of the work-
force in these areas. Joint Health & Safety committees
exist at each of our locations where there is a ratio of 1:1
representation of management staff & workers repre-
sentatives. Worker representatives actively participate in
safety committee meetings and report any unsafe condi-
tions observed for improvement. They also participate in
accident investigation. Provision is made for such require-
ment in the documented procedure for reporting & inves-
tigation of Incidents/accidents which is a common docu-
ment for all our locations. Health & Safety committees
and Grievance, IR committees and canteen committees
are also functional and address workforce concerns on
these topics. Worker representatives participate in such
meetings as members of these committees.



manual for the EMS & OHSMS at a single access point for
SAFETY TRAINING employees at all locations.

It contains

EHS Policy

Corporate EHS Manual

EHS Certificates

EHS Strategic Objectives

EHSMS department manuals of allocations

EHSMS related Standards

EHS Learning resources (training modules, articles
etc)

We also observed a Safety Week in March. Amongst many Links to government web sites eg: MoEF, CPCB, MPCB,
other events and awareness sessions, lectures on health GPCB and PESO

awareness were conducted.

¥

This year, we conducted several EHS training programmes
ranging from ‘Basic Safety Awareness’ modules to EHS
legal compliance requirements to defensive driving, first
aid training, fire fighting and emergency preparedness.
We have achieved 7130 safety training man-hours cov-
ering 3401 people across categories. The details of the
same have been provided below.

¥

¥

¥

¥

¥

¥

¥

We intend to develop this portal into a single source for
all EHS related information. Ambitious plans are under-

EHS WEBSITE way to include the following features on the same-
» Launch a ‘Help’ page
We have an internally developed EHS website which is » Maintain a database of blood groups
available on the MyKOEL intranet portal. Initially, the pur- » Health alerts or guidance by doctors
pose of the website is to make available all EHS manage- » Location wise database of hospitals, doctors, 24X7
ment system related documentation including corporate chemists

EHS Training Programmes (Pune) 2010-11

No. of Duration | Training No. of participants Category wise

Participants | (Hrs) Man hours
169 259 123 23

574 47.5 1419.5

EHS Training Programmes (Kolhapur) 2010-11

No. of
Participants

Duration
(Hrs)

Training
Man hours

No. of participants Category wise

Managers+TAs Suppliers
NA 887 NA

2331 313.9 4067.4 209+1235

EHS Training Programmes (Rajkot) 2010-11

No. of Duration | Training No. of participants Category wise
Participants | (Hrs) Man hours
496 60 1644 91 3 402 NA
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CORPORATE SOCIAL RESPONSIBILITY (CSR)

DISCLOSURE TO MANAGEMENT APPROACH - SOCIETY

Policy KOEL's Code of Conduct binding all employees

Goals & Performance

» WASH

ENGAGEMENT WITH SOCIETY

The majority of India’s population still lives in villages and
does not have access to basic amenities such as hospitals,
schools, transportation facilities etc. They face challenges
in procuring safe drinking water and have limited educa-
tional, medical infrastructure. As an organization we work
and interact with the communities at various levels and

it becomes imperative for us to institutionalize processes
that aim at developing these communities.

It is always the small, but bold steps that have led to revo-
|utions. We at KOEL are gradually taking up initiatives
that focus on understanding the needs of communities.
Surveys are conducted by BD Karve Research and Consul-
tancy Cell on a yearly basis in and around the locations
where we have our manufacturing facilities. The survey
gathers information about the perception of the company
by the community and presents a score to us in terms of
the following:
» Our performance as a responsible citizen
» Our involvement in the communities where we oper-
ate
» Reduction and prevention of nuisance from our op-
erations throughout the life cycle of our products
» Our corporate image

Annual Operating Plan of CSR division

Key Expectations from the society:
» Understanding the needs of communities we work with
» Employment Generation
» Support for Social Projects

Annual Societal Perception Survey
Social Initiatives Supported:
» Clean & Beautiful School
» Association with the Akanksha Foundation focuses on Educa-

tion & Health for children

Senior Leaders plan & review the progress of these initiatives on
periodical basis.

Organisational responsibility Senior Vice President, P, IR, HR & Utilities

Through extensive focused group discussions with the so-
ciety, along with the survey results, key improvement ar-
eas are identified. These areas of need are then analysed
and prioritized and a framework for their implementation
is presented to the top management. Based on their fur-
ther recommendations, the societal activities are chalked
out and formally institutionalized in the form of a CSR
calendar. The activities are then carried out on the basis
of calendar year and are periodically reviewed. This year,
our top 4 focus areas for CSR have emerged to be:

» Health

» Education

» Environment

» Sustainable Livelihood



To be known as a responsible citizen

Involve and improve communities
where we operate

Follow our Company vision and our cor-
porate identity of 'Enriching Lives'

Community Perception Survey,

Discussion with Society,
Stakeholders and CBOs.

Focused Group Discussion

—

We Act

Community Perception Survey con-
ducted annually by an external agency
to evaluate our impact and assess com-
munity needs

Conduct programs on health, environ-
ment, education and sustainable liveli-
hoods based on Cll EXIM model

Identification of needs

Analysis of needs

Prioritization of needs

&«

We Evaluate

The Survey gives us the way forward.
We adopt a three pronged "pre-pro-
gram expectation”, "post-program per-
ception" and "formal feedback" model
to understand needs and act upon them
accordingly.

For example, it was pointed out that
our computer education module was
too short in duration (3 days). From this
year, it was redeveloped to run over 7
days.

Budget preperation & Allocation

&«

Preperation of Annual CSR calendar

&

Presentation to Top Management

&~

Approval of calendar

&

Implementation of CSR calendar

KOEL Management Direction

&«

Review, Feedback

Society Satisfaction Achieved

BT
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Some of the activities that have been carried out are as
. follows:

/|

INITIATIVES IN HEALTH

¥

Conducting workshop on rehabilitation
» Hosting awareness programs on health - diet, wom-
- . 4 en’s health
- : » Organizing stress management sessions for women
‘ /_— » Conducting workshops for adolescent girls
» Organizing health check up camps (460 people cov-
ered)
» Organizing pre-marital counselling sessions
» Promoting sports by conducting cricket tournaments
Started “Life Skill Training Program”
Celebration of Women's day (Health Awareness Pro-
gram)
WASH initiatives
Conducting lectures on de-addiction (160 villagers)

¥

¥

¥

¥

INITIATIVES IN EDUCATION

¥

Computer Literacy Program for students

Cash Awards to school children based on academics
Career Guidance to school students

Teachers training program

Sponsoring orphans

Aid school children by providing them stationary
Sponsored two centres of Akanksha (82 students) in
Khadki Bazaar, Pune

¥

¥

¥

¥

¥

¥

INITIATIVES IN ENVIRONMENT

¥

Tree plantation

Staging programs such as “Environment Mela: An
Awareness Program on Environment”

Arranging PUC check up camps on the KOEL campuses
As a part of the Energy Conservation Initiative (EN-
CON), conducting workshops for students aimed at
highlighting ecological conservation

Conducting Waste Management Session from INORA,
as an awareness program on environment

Spraying and Fogging

¥

¥

¥

¥

¥
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INITIATIVES IN SUSTAINABLE LIVELIHOOD
DEVELOPMENT

» Youth training programs
» Programs for women self help groups

Our proportion of spending on different CSR activities for
this year has been as shown in the chart here-

In order to make the initiatives more responsive and ro-
bust, our top management also participates in these initi-
atives as volunteers. In 2010-11, a total of about 897 man
hours have been deployed by the company in community
development activities.

CSR Spend

8% Other Costs
Education
| 11% Environment
~ 33% Health
39% Sustainable Livelihoods
24% Social Impact Assessment

Enriching Lives - Facts & Figures

2 O ’4 2 O people were helped
9 O O man hours worth of people investment
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WATER SANITATION & HYGIENE - WASH 2010-11

WASH Initiative is an extension of our ‘Clean and Beauti-
ful School Competition Project’ that endeavours to imbibe
the value of cleanliness among the students. It has made
significant progress in the year 2010-11. This initiative was
well received in 20 schools where it was conducted with
the help of voluntary services of employees of Kirloskar
companies.

The WASH program focuses primarily on two aspects.
Firstly, it strives to make essential improvements in
school environment with respect to water and sanitation
facilities and secondly, it tries to ensure that students in-
culcate hygiene habits and good practices for usage and
maintenance of these facilities. It aims at bringing about
behavioural changes suitable for healthy living.

WASH is implemented through a team of 60 employee-
volunteers (managers and senior team members) of Kir-
loskar Oil Engines Limited, Kirloskar Brothers Limited and
Kirloskar Pneumatic Company Limited.

During the year, WASH programme was implemented in
20 schools - 18 municipal schools and 2 private schools -
located in Yerawada, Hadapsar and Parvati areas in Pune.
WASH activities are conducted through WASH Clubs - a
representative forum formed in each school to take initia-
tive for school level activities. Principals and concerned
teachers and respective volunteers are also members of
the WASH Club. We work in collaboration with 20 WASH
Clubs having 250 student-members and have been able to
reach out to more than 7000 students in the 20 schools.
WASH explores interesting ways in reaching out to chil-
dren to build their awareness about water, sanitation

and hygiene issues and to develop required soft skills for
proper usage of available sanitation facilities.



MONTHLY ACTIVITIES

October 2010

15th October being the International Hand Wash Day, the
motto for October activity was ‘Clean Hands: a Key to
Good Health'. The significance of having clean hands as
well as the ill-effects of unclean hands was emphasized
through an activity filled campaign organised on 15th,
18th and 19th October 2010, reaching out to more than
6000 students.

‘Saaf Hath Main Dum Hai’ a short film made by UNICEF
and having none other than master-blaster Sachin Ten-
dulkar making an appeal for clean hands, made the de-
sired impact. Students got inspired by the film. The film-
screening was followed by WASH pledge.

Various tools were developed to elucidate the theme.
Demonstration of proper hand-wash method, a puppet
called ‘Germ’ talking with the students and a pictorial-
quiz helped to make learning interactive and interesting.
Informative leaflets were distributed to students for their
own reading. They carried the leaflets to their homes

for family members to read. The aim was to see that the
hand-wash message reaches out to families as well.

November 2010

The theme of the month was ‘Clean Drinking Water’. It
was sub-divided into three themes - sources of water,
water purification methods and causes and ill-effects of
water contamination. The idea behind the subdivision
was to ensure age-wise relevance of the topic. With a lit-
tle guidance from the teachers and volunteers, students
could relate the topic with their everyday experiences.
Students were asked to pictorially represent all aspects
of clean drinking water. A number of good drawings and
slogans emerged from this activity. Some of their works
were displayed on WASH board in the schools to serve as
a constant reminder of their learning.

December 2010

Inadequate sanitation facilities in schools including lack
of water is indeed a major issue. In many cases, children
lack primary knowledge of using water during and after
use of toilets. The December theme emphasized upon the
aspect of using water to maintain sanitation facility clean
after use.

Posters and a game of completing incomplete sentences
were used to trigger the thought process of students. The
exercise helped children to come up with feasible solu-
tions to keep facilities clean. It raised their awareness on
its importance in their lives.

January 2011

As a follow up of December activity, focus of January 2011
activity was on practical aspects of using toilets. Volun-
teers explained to WASH club members, the importance
and proper use of toilets and disadvantages of open def-
ecation.

A picture sequencing game helped children understand
different steps of toilet usage. The game served as a tool
for WASH Club members to take the message further to
rest of the students in the school.

Informative posters on do’s and don’ts of toilet usage
have been placed on the doors of the school toilets from
inside, which helps students to use toilet facilities prop-
erly when they are in.
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KOEL & THE AKANKSHA FOUNDATION

As a commitment to encourage literacy among children, we contin-
ue our partnership with the Akanksha Foundation. It is an NGO that
aims to equip students with education, skills and character that
they need to lead an empowered life. Akanksha works primarily in
the field of education, addressing non formal education through
the Akanksha centres and also provides formal education through
the Akanksha Schools.

We support two centres of Akanksha with 82 students in Khadki
Bazaar, Pune and provide infrastructural as well as monetary as-
sistance. Our employees also frequently volunteer at these centres.
The curriculum as designed by Akanksha is based on the students’
age group and specific needs. We encourage field trips of these
students to our campuses. For example, on Christmas Day this year,
we hosted a campus tour of our Pune facility for the students and
followed it with some celebrations.

SAAKAYV - LIFE SKILLS TRAINING PROGRAM

Saakav is our CSR unit’s flagship program intended to facilitate the
development of adolescents with the help of life skills development
process and initiating a dialogue on the same with the parents and
teachers.

We recognize that adolescence is a crucial period where emotional,
physical, psychological and social growth is rapid. This stage re-
quires psychosocial support and guidance to channelize and make
constructive use of one's potential. Not providing a conducive envi-
ronment at this stage can prove to be detrimental to the well being
of adolescents, leading to truancy, addictions, delinquent behav-
iour, dropout, high riskbehaviour etc. It is thus crucial to work to-
wards promotion of mental health for this age group.

The objective of the Saakav program, is to promote awareness
amongst students through life skills development sessions specific
to their age group. The programme also sensitizes teachers and
parents towards the mental health needs of students.

Life skill is a very vast field. For round 1, we planned five sessions
of one hour duration spread over 5 days. The project emphasized
upon some of the most crucial skills required in the formation of a
well-adjusted personality in adolescence phase. The modules fo-
cused on the following themes:

» Self-awareness: To promote self-growth serving as a foundation
for later sessions

» Growing Up: Helping students understand, discover their body,
be comfortable with the physical self. To clarify myths and mis-

conceptions on sexuality and develop healthy attitudes relating
to the same and to satisfy their curiosity.

» Managing Peers and Peer Pressure: Fostering development of
healthy peer relations and resisting peer pressure.

» Understanding Family Dynamics: Provided a forum to surface
and discuss dilemmas on the nature of relationships within the
family and deal with them effectively.

Saakav was first implemented with four divisions of class 9 of Irani
School, reaching out to 160 girls and four divisions of Alegoankar
School, Kirkee reaching out to 160 boys, totalling the reach out to
320 Students in Pune. Schools were approached by our CSR person-
nel and permission was sought to conduct sessions. A similar pro-
gramme was then conducted at the Dhanpal Bhojkar High School,
Talandge at Kolhapur which reached out to 80 boys and girls. The
students from standard 9 typically fall in the age range of 14 to 17
years.

To supplement student learning and make a sustainable impact in
their environment, a session was also conducted with the teachers
of both the schools. Around 50 teachers attended the session.



AWARDS & RECOGNITIONS

» Parivartan Award 2011 - Sustainability Award for Energy Efficiency in Process Innovation
» Confederation of Indian Industries - 11th National Award for Excellence in Energy Management 2010

» Limca Book of Records - National Record 2011 - for not losing a single man-day on account of labour unrest in
the last 18 years.

» Mahindra & Mahindra Ltd. - “Sustainability Award” to KOEL at their ‘Annual Supplier Meet 2011’

» ‘National Energy Conservation Award 2009’ from Hon. Minister of Power, Government of India Mr. Sushilkumar
Shinde.

» KOEL, Pune secured first place in the ‘K-Group Interplant ENCON Competition 2009-10" in the large unit cat-
egory (for 2nd time)

» KOEL, Nashik won the first place in the ‘K-Group Interplant ENCON Competition 2009-10" in the small unit cat-
egory (3rd consecutive time)

» KOEL, Rajkot won third place in the ‘K-Group Interplant ENCON Competition 2009-10" in the small unit catego-
ry for the second consecutive time.

» In-house Communication Excellence (ICE) Award for technical newsletter (Baat Cheet)
» Frost & Sullivan - Most Preferred Brand Award in manufacturing/ processing industry below 250 kVA
» Frost & Sullivan - Customer Voice for Customer Service Support Leadership (gensets below 250 kVA)

» Rotary Club of Poona West & Mahratta Chamber of Commerce, Industries and Agriculture - ‘Best Human Re-
sponse Award’

AUTOMOTIVE AND FARM EQUIPMENT SECTOR
SUPPLIERS MEET 2011

Parivartan

Sustainabilit
Summit and Aw

Collaboration Innovatio r/%j;,‘-
—_— 7
Y
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Ernst & Young Pvt. Ltd.

Nirlon Knowledge Park

Off. Western Express Highway
Goregaon (E)

Mumbai - 400063, India

Tel: +91 22 6749 8000
Fax:+91 22 6749 8200
www.ey.com/india

The Management and Board of Directors
Kirloskar Oil Engines Ltd.
Pune, India.

Ernst & Young Pvt. Ltd. (“EY”) was engaged by Kirloskar Oil Engines Limited (“Company”) to provide an independent assurance to its sec-
ond Corporate Sustainability Report themed ‘The Engine for Sustainable Growth’ covering the financial year 2010-11 (the “Report”).

The Company’s management is responsible for the contents of the Report, its presentation, identification of key issues, engagement with
stakeholders and its presentation. EY’s responsibility, as agreed with the management of the Company, is to provide independent assur-
ance on the report content as described in the scope of assurance.

our responsibility in performing our assurance activities is to the management of the Company only, and in accordance with the terms of
reference agreed with the Company. We do not therefore accept or assume any responsibility for any other purpose or to any other person
or organization. Any dependence that any such third party may place on the Report is entirely at its own risk. The assurance report should
not be taken as a basis for interpreting the Company’s overall performance, except for the aspects mentioned in the scope below.

The scope of assurance covers the following aspects of the Report:
» Data and information related to the Company’s sustainability performance for the period 1 April 2010 to 31 March 2011;
» Review of information on sample core GRI G3 indicators covering five plants of the Company’s operations at the following locations:
- Pune, Maharashtra (engines manufacturing)
- Nashik, Maharashtra (large engines)
- Ahmednagar, Maharashtra (bearings)
- Kolhapur, Maharashtra (engines manufacturing)
- Rajkot, Gujarat (engines manufacturing)
» The Company’s internal policies, protocols and processes related to collection and collation of sustainability performance data.

The assurance scope excludes:

» Operations of the Company other than those mentioned in the Scope;

» Aspects of the Report other than those mentioned above;

» Data and information outside the defined reporting period (1 April 2010 to 31 March 2011);

» The Company’s statements that describe expression of opinion, belief, aspiration, expectation, aim or future intention;
» Review of the ‘economic performance indicators’ included in the Report.

The assurance engagement was planned and performed in accordance with International Federation of Accountants’ International Standard
for Assurance Engagements Other than Audits or Reviews of Historical Financial Information (ISAE 3000). Our evidence-gathering proce-
dures were designed to obtain a ‘limited’ level of assurance (as set out in ISAE 3000) on reporting principles, as well as on core sustainability
performance indicators as per the reporting principles and criteria stated to be adopted by the Company, i.e., GRI 2006 (GRI G3) guidelines.
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The performance of our engagement involved the following key steps:

Interviews at the Company’s plants with Vertical Heads, Function Heads and key personnel to understand the sustainability vision,
mechanism for management of key sustainability issues;

Visits to five plants covering the Company’s Business as mentioned in the ‘Scope of assurance’ above;

Review of relevant documents and systems for gathering, analyzing and aggregating sustainability performance data in the reporting period;
Obtaining and reviewing evidence in support of claims made in the Report regarding the Company’s sustainability.

Review of stakeholder engagement process through interviews with concerned personnel of the Company and sample group of external
stakeholders;

Review of material qualitative statements and sample case studies in various sections of the Report.

Our key observations are as follows:

The Company has established specific goals and targets across its triple bottom lines (financial, social and environmental performance)
along a three to five year sustainability roadmap;

There is continued emphasis on energy conservation as evidenced by equipment retrofitting and process redesign initiatives across all
sites;

The Company has taken measures to strengthen its water management at Nashik and Kolhapur sites by adopting rainwater harvesting
initiatives; Water savings through these measures may be quantified and communicated in future reporting;

The Company may consider institutionalizing periodic internal reviews of GRI Key Performance Indicators (KPIs) across its sites in order
to maintain higher data control and reporting accuracy;

Adequate workplace safety culture among employees was evidenced at all sites and the Occupational Health and Safety statistics were
found to be well maintained; There is scope for strengthening the tracking of near-miss incidents;

The Company continues to demonstrate its social commitment by engaging its local communities via social assessment surveys, commu-
nity dialogues and pro-active interventions;

Waste management practices at Rajkot with respect to consent criteria needs closer review and monitoring, and appropriate interaction
with statutory authorities.

On the basis of our review scope and methodology, nothing has come to our attention that would cause us not to believe that the Report
presents the Company’s triple-bottom-line performance, in material respect, in line with the stated reporting principles and criteria.

Our assurance team, comprising multidisciplinary professionals, was drawn from our Climate Change and Sustainability Services, under-
takes similar engagements with a number of Indian and international companies. As an assurance provider, EY is required to comply with
the independence requirements set out in International Federation of Accountants (IFAC) Code of Ethics for Professional Accountants. EY’s
independence policies and procedures ensure compliance with the Code.

For Ernst & Young Private Limited

L R
iy { af
\J\HJ//\_/ .k‘)h/‘_f:\
Sudipta Das :
Partner
8 November 2011
Kolkata
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GRI CONTENT INDEX

*Annual report - http://www.koel.co.in/upload/pdf/annual_report_2010_11.pdf

Profile Description Reported | Cross-reference/Direct answer

Disclosure

1.1,1.2 Strategy & Analysis Fully Page 4

2.1-210 Organizational Profile Fully Page 11 (Our Business), Page 12 (Organizational Chart), Page 15 (Customers)

Page 5 (About the Report), Business Groups, Annual Report
Page 24 (Corporate Governance), Page 69 (Awards & Recognitions)

3.1-3.13 Report Parameters Fully Page 5 (About the report), Page 8 (Stakeholder Engagement)
Page 72 (GRI Content Index Table)

4.1-4.17 Governance, commitments  Fully Page 6 (Vision & Mission) & Page 8 (Stakeholder engagement and material issues)
& engagement Page 24 (Corporate Governance) and Page 25 (Board level Committees, Remunera-
tion to Directors), Page 26 (Risk Management Framework)
Page 27 (Memberships & Associations), Annual Report (Code of Conduct)
Currently, there are no clear processes at the Board to guide the organisation on

ESG issues.
Economic Fully Page 31
Environmental Partially Page 37
Labor Practices Fully Page 54
Human Rights Partially Page 57
Society Fully Page 62, 26 (Corruption)
Product Responsibility Fully Page 19

Performance Economic Reported | Cross-reference/Direct answer

Indicator

EC1-EC4 Economic performance Fully Page 29, 30

EC6 Locally based suppliers - Fully The term Local suppliers stand for Suppliers within India. Nearly three quarters of
policy & practices the monetory value of the top ten suppliers are from local suppliers. Our sourcing

strategy is based on cost, quality and continuous availahility, which the local sup-
pliers have successfully delivered.

EC7 Local hiring practices Fully Page 52
EC8 Pro-bono/ in-kind invest- Fully Page 30
ments in infrastructure for Page 65

public



Performance
Indicator

ENL EN 2

EN3, EN4, EN 5

ENS, EN 10

ENI11, EN 12, EN
13,EN 14,EN 15

EN16, EN 17, EN
19, EN 20, EN 21,
EN 22, EN 23, EN
24, EN 25

EN26

EN27

EN28

EN30

Environmental Reported

Materials

Direct, indirect energy Fully
consumption by primary

energy source & energy
conservation

Water withdrawal by Fully
source & percentage recy-
cled/ reused

Impacts & strategies, Fully
current actions and fu-

ture plans for manag-

ing impacts of activities,

products and services on

biodiversity

Emissions, effluents & Fully
waste

Initiatives to mitigate en- Fully

vironmental impacts of
products and services, and
extent of impact mitiga-
tion.

Percentage of products Fully
sold and their packag-

ing materials that are re-

claimed by category.

Monetary value of signifi- Fully
cant fines and total num-

ber of non-monetary sanc-

tions for non-compliance

with environmental laws

and regulations.

Environmental protection Fully
expenditures and invest-
ments by type.

Cross-reference/Direct answer

Page 48

Page 42-43

Page 46

All our manufacturing facilities are located on MIDC and GIDC owned land. While
we are constantly making our products eco-efficient (See CRE section), none of our
activities have direct impacts on biodiversity in protected areas or areas of high
biodiversity value.

Page 44

Page 46, Page 48

No significant spills in the reporting period. No hazardous wastes have heen trans-
ported outside of Indian borders.

Page 20-21

Page 48

No instance of non-compliance with environmental laws and regulations during

this reporting period.

Page 49
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Performance
Indicator

Labour Practices &
Decent Work

Reported

Cross-reference/Direct answer

LAL, LA2,LA3

LA4, LAS

LA6, LA7, LAS,
LA9

LA10, 12

LA13, LA 14

Performance
Indicator

Total workforce, turnover
rate by employment type,
employment contract, and
region; Benefits to full
time employees

Collective bargaining
agreements

Occupational health &

safety parameters

Training & education

Diversity & equal oppor-
tunity

Social: Human Rights

Fully

Fully

Fully

Fully

Fully

Reported

Page 52, 53 & Page 30

There are no "Part Time" employees

‘Others’ category - fixed term/ contract/ temporary

100% of our workforce is unionized. In case of any changes in shift, line or super-
annuation, atleast 14 days and 6 months notice is always provided to the employ-
ees as per statutory requirements.

Page 59 - 60
Zero fatalities
Page 68 (Life skills training)

Page 57, 61, 100% of our employees go through the annual performance appraisal
process.

Page 52,

Details on the Board is provided in the Annual Report. There is no discrimination in
compensation based on gender.

Cross-reference/Direct answer

HR1, HR2, HR 3

HR4

HR5

HR6, HR 7

HR9

74

Investment & Procurement
practices

Total number of incidents
of discrimination and ac-
tions taken.

Collective bargaining risks

Child labor, forced & com-
pulsory labor risks

Total number of incidents
of violations involving
rights of indigenous peo-
ple and actions taken.

Fully

Fully

Fully

Fully

Fully

Our investment agreements do not include human rights clauses. There were no
assessments of suppliers conducted based on human rights during the reporting
period. 100% of employees are trained on the Code of Conduct, which includes as-
pects of human rights.

We have not had any cases of discrimination during this reporting period.

No such operations where the freedom of association and collective bargaining
may be at risk. Even at plant level, we have a committee which meets periodically
where the union representatives can raise any issues and seek resolutions.

page 52

There were no such incidents during the reporting period.



Performance
Indicator

Social: Society

Reported

Cross-reference/Direct answer

SO1

502, 503, S04

S05, S06

S07

S08

Performance
Indicator

Social programs - Nature, Fully
scope, and effectiveness

Anti corruption policies Fully
and procedures, trainings

Public policy, lobbying, fi- Fully
nancial contributions

Legal actions & outcomes Fully
for anti-competitive be-
havior

Fines & sanctions for non- Fully
compliance with laws and
regulations.

Social: Product Re-
sponsibility

Reported

Page 62-68
Page 26, There were no incidents of corruption in this year of 2010-11 at KOEL.
Page 30, This year (April 2010 - March 2011), we made no donations to any political
parties.

There were no legal actions against KOEL on count of anti-competitive behavior,

anti-trust and monopoly practices during this reporting period.

We have not had any cases of non compliance resulting in fines or non-monetary
sanctions.

Cross-reference/Direct answer

PR1

PR2, PR4

PR3

Life cycle stages in which Fully
health and safety impacts

of products and services

are assessed for improve-

ment, and percentage of
significant products and

services categories subject

to such procedures.

Non-compliance incidents Fully
with regulations and vol-

untary codes concerning

a) health and safety im-

pacts during life cycle, b)
information and labeling

of products and services

Type of product and ser- Fully
vice information required

by procedures, and per-

centage of significant

products and services sub-

ject to such information
requirements.

Right from research, product development, certifications, manufacturing, market-
ing, storage and final use and disposal, we continually strive to keep the emis-
sions, noise, vibration well within specified limits. We are also continually trying to
strengthen the protection from rotating and high temperature components. From
producing supersilent gensets to gensets that can run on alternative fuels, our
concern for customer satisfaction inspires us to take the aspects of impacts of our
product during its use.

Our products have received a variety of certification - FM/ UL being one. We are a
1S0 9001 certified company, with all our manufacturing units being ISO 14001 and
OHSAS 18001 certified.

We have not had any incidents of non-compliance with regulations or voluntary
codes which has resulted in a fine, penalty or a warning.

We provide information on our product, spare parts & service to the customers
through various display labels on the products & its packing as well as through
Operations & Maintenance (0&M) manuals of the respective products as per rel-
evant applicable labeling requirements. This information covers Health & Safety
guidance for the use & servicing of our product. This enables the customers to use
& maintain our products in a responsible manner which will have minimal adverse
impact on environment, health & safety during the life of the product. We obtain
test certificates for engine worthiness and other safety related issues like emis-
sion; noise etc before the product is marketed through government authorized
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Performance
Indicator

PR5

PR6, PR7

PR8

PR9

Social: Product Re-
sponsibility

Practices related to cus-
tomer satisfaction, in-
cluding results of surveys
measuring customer sat-
isfaction.

Marketing communications
- laws standards, volun-
tary codes & compliance

Total number of substanti-
ated complaints regard-
ing breaches of customer
privacy and losses of cus-
tomer data.

Fines & sanctions for non
compliance concerning the
provision and use of prod-
ucts and services.

Reported

Fully

Fully

Fully

Fully

Cross-reference/Direct answer

agencies. Our products are also certified by BIS (Bureau of Indian Standards) and
'Conformite Europeene' (CE) or European Conformity label. 100% of our products
and services are subject to the specified requirements.

Safety is integral to design process of our products. We also ensure that docu-
mentation relating to the product is sent to the customer at the time of equipment
despatch.

Page 13

All our product and service related marketing communications comply with the
law of the land. We do not sell any product that has been banned. Our CRE team
took up a voluntary exercise of making all our products asbestos free and we have
succesfully achieved this target. No instances of non-compliance.

No substantiated complaints regarding breaches of customer privacy or loss of
customer data.

No such fines paid during the reporting period.



ACRONYMS

ABS

AC

AE
AGOEM
AMC
AOBG
AOP
ARAI
ASN

Bl
BMEP
BS
BSE

CBO
CEV
CFO
cl
clo
CMD
CNG
co
Corp QA
CPCB
CPCP
CRE
CRM
CSBG
CSR
Css
CTPT

dBA
DET
DG
DV

E-CMS
ED
EGR
EHS
EHSMS
EMS
ENCON
ERP
ETP
EVA
EVP

FM
FR
FTC
FY

American Bureau of Shipping

Air Conditioning

Application Engineering

Authorised Genset Original Equipment Manufacturer
Annual Maintenance Contract

Agri & Off highway Business Group

Annual Operating Plan

Automotive Research Association of India

Advance Shipment Notice

Business Intelligence

Brake mean effective pressure
Bharat Stage

Bombay Stock Exchange

Community based organisation
Construction Equipment Vehicle
Chief Financial Officer
Confederation of Indian Industries
Chief Information Officer
Chairman & Managing Director
Compressed Natural Gas

Carbon monoxide

Corporate Quality Assurance
Central Pollution Control Board
Casting Powder Coating Process
Corporate Research & Engineering
Customer Relation Management
Customer Support Business Group
Corporate Social Responsibility
Customer Satisfaction Survey
Current Transformer Potential Transformer

decibel

Diploma Engineering Trainees
Diesel Generators

Digvijay Engines

Electronic Cash Management system
Executive Director

Exhaust gas Recirculation
Environment Health & Safety
Environment Health & Safety Management System
Environmental Management Systems
Energy Conservation

Enterprise Resource Planning
Effluent Treatment Plant

Economic Value Added

Executive Vice President

Factory Mutual
Frequency Rate
Full time contract
Financial Year

GET
GHG
GIDC
GJ
GPCB
GRI
GRR
GWh

HR
HR, P &R
HSD

IFRS
INORA
IRS
ISMS
I1SO

IT
ITSM

JcB
JMD

KITL
kL
Km
KOEL
KRA
kVA
kWh

L&T
LDP
LEBG
LED
LPG
LRP
LRS

m3
MCA
MCCIA
ME
megr.
MIDC
ml
mm
MMDP
MOoEF
MPCB

Graduate Engineering Trainees

Greenhouse Gas

Gujarat Industrial Development Corporation
Giga Joule

Gujarat Pollution Control Board

Global Reporting Initiative

Goods Receipt report

gigawatt hour

Hydrocarbons

horsepower

hour

Human Resources

Human Resources, Personnel & Industrial Relations
High speed diesel

International Financial Reporting Standards
Institute of Natural Organic Agriculture

Indian Registrar of Shipping

Information Security Management System
International Organization for Standardization
Information Technology

Information Technology Service Management

J C Bamford Excavators Limited
Joint Managing Director

Kirloskar Integrated Technologies Limited
kilolitre

kilometre

Kirloskar Oil Engines Limited

Key Result Areas

kilo volt-ampere

kilowatt hour

Larsen & Toubro Limited

Leadership Development Programme
Large Engines Business Group

Light emitting diode

Liquefied Petroleum Gas

Long Range Plan

Lloyds Registrar of Shipping

cubic metres

Ministry of Corporate Affairs

Mahratta Chamber of Commerce Industries and Agriculture
Mechanical Engineer

Manager

Maharashtra Industrial Development Corporation
millilitre

millimetre

Middle Management Development Programme
Ministry of Environment & Forests

Maharashtra Pollution Control Board
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Mw

NGO
NOx
NSE

OEM
Offr.
OHSAS
oM

PCB
PESO
PF
PGBG
PM
PPM
PTL
PUC

QA
RBI

RM
RMSP

Mega Watt

Non Governmental Organisation
Oxides of Nitrogen
National Stock Exchange

Original Equipment Manufacturer

Officer

Occupational Health and Safety Assessment Series
Order management

Pollution Control Board

Petroleum and Explosives Safety Organisation
Power Factor

Power Generation Business Group

Particulate Matter

Parts per million

Punjab Tractors Limited

Pollution Under Control

Quality Assurance
Reserve Bank of India

Raw Material
Raw Material to Selling Price

SA
SEC
SPM
sQic

t CO2e
TA
TCE
Terex
™
TRACE

uL
UNICEF

VA/VE
VP
VRF

WASH
WBCSD

Social Accountability

Specific energy consumption
Suspended Particulate Matter
Supplier Quality Improvement Contest

Tonne

tonnes Carbon dioxide equivalent

Team Associate

Trichloro ethylene

Terex Corporation

Team Member

Transparent Agents and Contracting Entities

Underwriter’s Laboratories
United Nations Children’s Fund

Value Analysis/ Value Engineering
Vice President

Variable Refrigerant Flow

Water Sanitation and Hygiene

World Business Council for Sustainable Development
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The FSC label ensures that the forest products used are from responsibly harvested and verified sources.

QQ Vegetable non toxic ink used

FSC

A note on forward-looking statements:
There are some forward-looking statements in the report pertaining to KOEL's strategy, vision and business plans. The realization of these
involves a certain degree of uncertainty as they depend on future scenario and events that may not be directly within the control of KOEL.



Notes




For a cleaner, greener tomorrow.
At Kirloskar, we firmly believe that anything we do must
enrich lives. It's this zeal that made us develop engines
and generating sets, that run effectively on 100%

bio-diesel, 100% straight vegetable oil (SVO) or even a

blend of bio-diesel and diesel. We also provide

A
]

100%

BIQ DIESEL






