
CHAPTER V 

MEMORANDUM OF UNDERSTANDING 

1. DPE/Guidelines/V/1 

Delegation of Powers to Public Sector Undertakings Signing Memoranda of Understanding 

with the Government. 

Government have been considering for quite some time the question of giving greater autonomy 

to the Public Sector Enterprises consistent with their accountability. As one of the measures to 

give greater autonomy to Public Sector Enterprises, Government have entered into Memoranda 

of Understanding with the number of Public Sector Enterprises. For the year 1988-89, MOUs 

have been signed with eleven Public Sector Undertakings (SAIL, ONGC, BHEL, NLC, Indian 

Airlines, Air India, HMT, HEC, MMTC, STC, MUL). More PSUs will be signing Memoranda 

of Understanding from 1989-90 onwards. 

2. Government have decided to delegate enhanced financial and administrative powers to MOU 

signing companies as indicated below: 

 

(i) Wage Revision 

These enterprises can finalize wage revisions within the broad guidelines laid down by the BPE 

and if any enterprise proposes to give benefits beyond these guidelines prior approval of the 

Government should be obtained. 

(ii) Incentive Schemes 

Where Productivity Linked Incentive Schemes are in operation and the employees are also paid 

bonus under the provisions of the Bonus Act, there is a existing ceiling of 32% of both bonus and 

such incentives. MOU signing companies can evolve incentive schemes within the broad 

guidelines laid down by BPE subject to the condition that the total of bonus and incentive shall 

not exceed to the 35% of the wages. 

(iii) Voluntary Retirement Scheme 

A Voluntary Retirement Scheme applicable to all Public Sector Enterprises has separately been 

finalized and communicated to all Public Sector Enterprises. MOU signing companies are 

authorized to implement schemes of voluntary retirement even departing from the parameters of 

the model Voluntary Retirement Scheme provided the compensation to be paid can be found 

from the internal resources of the company. 

(iv) Transfer of Functional Directors 



At present Functional Directors are appointed with the approval of ACC against specific posts. 

MOU Signing companies shall have powers to transfer Functional Directors from one charge to 

another in consultation with the Secretary of the administrative Ministry and with the prior 

approval of the Minister. 

(v) Foreign Tours of Functional Directors 

At present foreign tours of CMDs as well as Functional Directors require prior approval of the 

administrative Ministry. It has now been decided that while the CMDs would continue to obtain 

the approval of Ministries for tours outside the country, the chief executives can authorise 

business visits abroad of Functional Directors. 

3. If any company has already been delegated powers higher than what is mentioned in para 2 

above, it will continue to exercise such higher powers. 

4. Orders regarding enhanced financial powers to incur capital expenditure and expenditure in 

foreign exchange will be issued separately. 

(DPE O.M. No. BPE 1(18)/88-Fin. (PPU) dated 19th October, 1988) 

*** 

 



CHAPTER V 

MEMORANDUM OF UNDERSTANDING 

2. DPE/Guidelines/V/2 

Delegation of enhanced powers to Board of Directors of MOU signing Public Sector 

Enterprises to incur capital expenditure. 

The powers delegated to the Board of Directors of Public Enterprises signing Memorandum of 

Understanding with the Government to sanction capital expenditure were spelt out in the 

Bureau’s O.M. No. 1(18)/86-Fin (PPU) dated 7.11.88. The question of enhancement of these 

powers has been considered further. It has been decided that in respect of companies signing 

MOU and having gross block of over Rs. 200 crs., the power to incur expenditure on additions, 

modifications and new investments will be raised from the existing limit of Rs. 20 crs- to Rs.50 

crs. without the prior approval of the Government and the power to incur expenditure on 

replacement, renewal of assets from the present limit of Rs. 50 crs. to Rs.100 crs. provided:- 

a. the required funds can be found from the internal resources of the company and the 

expenditure is incurred on schemes included in the capital budget approved by the Govt.; 

b. new items should have been identified and discussed at the annual plan discussions and 

outlays provided for; and 

c. for repairs and maintenance, the delegated powers being exercised should be within the 

framework of a lump sum provision agreed to and provided for at the annual plan 

discussion. 

The term gross block should be treated as fixed assets and capital work in progress as shown in 

the last published balance sheet. 

(DPE O.M. No. 1(18)/86-DPE(MOU) dated 29th August, 1990) 

*** 

 



CHAPTER V 
MEMORANDUM OF UNDERSTANDING 

3. DPE/Guidelines/V/3 
Delegation of powers to public sector undertakings signing MOU with the Government. 

The undersigned is directed to refer to this Ministry’s OM No. BPE 1(18)/88-Fin (PPU) dated the 19th October, 1988 on the subject 

mentioned above wherein it was, inter-alia, stated that the MOU signing companies shall have powers to transfer functional Directors from 

one change to another in consultation with the Secretary of the administrative Ministry and with the prior approval of the Minister. In this 

connection, it is clarified that transfer of functional Directors in MOU signing PSUs is permissible without reference to the Appointments 

Committee of the Cabinet (ACC) only within the enterprise in which the appointment was made initially with the approval of ACC. The 

transfer of functional Directors from the holding company to a subsidiary company or vice versa or among subsidiary companies cannot be 

effected without the specific approval of ACC. 

2. All the administrative Ministries/Departments are requested to note the above clarification for strict compliance and also advise the public 

enterprises under their administrative control in the matter suitably. 

(DPE O.M. No. 18(13)/93-GM dated 10th January, 1994) 

*** 

 



CHAPTER V 
MEMORANDUM OF UNDERSTANDING 

4. DPE/Guidelines/V/4 
Delegation of powers to Public Sector Undertakings signing Memorandum of Understanding with the Government 

The undersigned is directed to refer to the Ministry of Industry, Deptt. of Public Enterprises’ OM No.1(18)/88.Fin.PPU dated 19.10.1988, 

wherein the increased financial and administrative powers to MOU signing companies had been indicated. Paragraph 2 of the said OM 

refers. 

2. Various developments have taken place since the issue of these instructions in October, 1988. The MOU system has become established 

in the PSEs and the administrative Ministries and the PSEs are aware of their duties and the responsibilities under the MOU scheme. A new 

Industrial Policy has also been announced by the Govt. in July, 1991 and elaborated in December, 1991. In pursuance of the new Industrial 

Policy, various decisions have been taken and enhanced powers have been conferred on the PSEs. The existing provisions of the OM dated 

19th October, 1988 have therefore, been re-examined and the following decisions have been taken:- 

Wage revision: The PSEs have now been authorised to negotiate the wage settlements for a period of 5 years subject to the satisfaction of 

the conditions stipulated under the DPE’s OM No. 1(3)86-DPE(WC) dated 12.4.93 and 17.1.94. Approval of the administrative Ministry and 

the DPE is not required for the wage settlement. 

Incentive Scheme: The parameters which seem to be adhered to by the PSEs (both who come within the purview of the Payment of Bonus 

Act as well as those who are not competing in nature and do not come within the purview of the Payment of Bonus Act) including payment 

under the approved Incentive Scheme have been spelt out in the DPE’s OM No. 2(2)/80-DPE(WC) dt 10.1.94. 

Voluntary Retirement Scheme: It has now been decided that the PSEs who want to deviate from the parameters contained in the BPE’s 

OM dated 5.10.88, 6.1.89 and 29.5.92 and 23.9.93 could frame their proposals in respect of the enhanced compensation to be given to its 

employees who would opt for VRS and such a scheme requires the approval of the Committee of Secretaries through their administrative 

Ministries and DPE. 

3. The provisions, therefore, contained in the BPE’s OM dated 19.10.88 sub paragraph i, ii and iii relating to wage revision, incentive scheme 

and VRS of paragraph 2 of the said OM stands modified to the extent indicated above. 

4. All the administrative Ministries/Departments of the Government of India are requested to bring the foregoing to the notice of the public 

enterprises under their administrative control for their information and necessary action. 

(DPE  O.M. No. 2(36)/86-DPE(WC) dated 4th March, 1994) 

*** 

 



CHAPTER V 
MEMORANDUM OF UNDERSTANDING 

5. DPE/Guidelines/V/5 
Delegation of Powers to the MOU Signing PSEs 

The undersigned is directed to refer to this department's O.M. No. 1(18)/88-Fin.(PPU) dated 19.10.1988 on the above mentioned subject and 

to state that Government had decided to delegate certain enhanced financial & administrative powers to MOU signing PSEs. 

2. However, instances have come to light where some MOU signing PSEs have been denied these delegated powers by their administrative 

Ministry. 

3. It is clarified that powers delegated to the MOU signing PSEs have been approved by the Cabinet in the meeting held on 19.9.1988 (item 

6 of Case No. 379/35/88) and that once an enterprise signs a MOU, these powers automatically become available to it and no further 

approval/sanction is necessary. 

(DPE O.M. No. 9(8)/96-DPE(MOU) dated 18th April, 1996). 

*** 

 



CHAPTER V 

MEMORANDUM OF UNDERSTANDING 

6. DPE/Guidelines/V/6 

GUIDELINES FOR MOU FOR THE YEAR 2005-06 

Memorandum of Understanding (MOU) is a negotiated agreement between Government as 

owner of public enterprises and the management of the public sector enterprises (PSEs). MOU is 

meant to measure the performance of the management of the PSE at the end of the year in an 

objective and transparent manner. 

The contents of the MOU may be divided into following five parts. 

Part I Mission/Vision & Objectives of the PSE  

Part II Exercise of enhanced Autonomy and delegation of Financial Powers 

Part III Performance Evaluation Parameters and Targets  

Part IV Commitments/Assistance from the Government 

Part V Action Plan for implementation and monitoring of the MOU 

1. MISSION/VISION AND OBJECTIVES OF THE PSE 

Mission/Vision: 

1.1.1 Mission should be a concise statement incorporating the rationale for existence of the 

enterprise and its business/activities. 

1.1.2 The Mission statement should be formulated keeping in view the fresh initiatives being 

planned/under active consideration by the enterprise. 

1.2 Objectives: 

1.2.1 The objectives should be related to the mission of the enterprise and listed in order of 

priority as approved by the Board of Directors of the enterprise. 

1.2.2 These objectives should cover both quantitative and qualitative aspects, commercial and 

non-commercial aspects and static as well as dynamic aspects of the operations of the enterprise. 

1.2.3 Efforts should be made to ensure that all objectives get reflected in the MOU assessment 

format. 

2. EXERCISE OF ENHANCED AUTONOMY AND DELEGATION OF FINANCIAL 

POWERS 



2.1 The exercise of enhanced autonomy and delegation of financial powers on capital 

expenditure, joint ventures, strategic alliances, organizational restructuring, creation and winding 

up of the posts, schemes relating to personnel and human resources management, etc. should be 

incorporated in the MOU. 

2.2 Specific areas in which further autonomy and financial powers desired may also be 

incorporated with justification as to how these additional powers will stimulate the growth of the 

company. 

3. PERFORMANCE EVALUATION PARAMETERS AND TARGETS 

3.1 Selection and weightage of performance parameters 

3.1.1 While selecting different performance parameters and assigning weight against them, the 

issues concerning strategic factors, profitability, growth, etc. have been kept in focus. Critical 

aspects such as modernisation, upgradation of technology, merger and acquisition, 

diversification, organisational restructuring, manpower rationalisation, employee’s skill 

upgradation, etc., which enhance the long-term competitiveness of the PSE, have been taken into 

consideration. 

3.1.2 It is also necessary to give emphasis on Project Implementation, Safety, Environment, 

Health, HRD, Productivity, Customer satisfaction, Quality improvement/ISO certification, 

Preparation of strategic/corporate plan, etc. 

3.1.3 It is not necessary to include any social (or non-commercial) obligation unless it has been 

cast on the PSE by the Government (Statutory obligations or voluntary action by the PSE in the 

interest of good industrial or neighbourhood relations do not qualify for inclusion). 

3.2.1 The weight to various parameters should be assigned as follows. 

Part A 

Common Parameters for all PSEs other than Social, Financial, Trading and Consultancy 

PSEs 

I. Static Financial Parameters (50%) 

(a) Financial performance indicators 

(i) Gross Margin/Gross Block Þ 02 

(ii) Net Profit/Net Worth Þ 10 



(iii) Gross Profit/Capital Employed Þ 10 

(b) Financial indicators – Size 

(i) Gross Margin Þ 08 

(ii) Gross Sales Þ 04 

(c) Financial returns – Labour productivity and Total Factor productivity 

(i) PBDIT/Total Employment Þ 07 

(ii) Added Value/Gross Sales Þ 09 

II. Dynamic Parameters (30%) 

(i) Quality (ISO certification, 

internalisation of quality) Þ 04 

(ii) Customer Satisfaction 

(Customer orientation – Strategic Business 

Unit-wise/product-wise)           Þ 04 

(iii) HRD (Employee training & motivation) Þ 03 

(iii) R & D for sustained & continuous 

innovation (R&D investment as percentage of sales turnover) Þ 04 

(iv) Project Implementation 

(modernisation and expansion) Þ 07 

(vi) Capital Expenditure/Greenfield investments/ 

Joint Ventures Þ 04 

(vii) Extent of globalisation 

(Internalisation, foreign JVs, exports, 

strategic alliances, etc.) Þ 04 



If the Task Force after deliberations comes to the conclusion that any of the above dynamic 

parameter(s) is not relevant to a particular PSE, then the Task Force may adjust the balance 

weightage by evolving new parameters relevant to that particular PSE or against the remaining 

dynamic parameters. The PSE concerned may also make suggestions in draft MOU document in 

this regard. 

However, in order to address the specific nature of some of the PSEs, the following special 

provisions have been incorporated in the Guidelines. 

In case of Social, Financial, Trading and Consultancy PSEs, the above financial performance 

indicators will be applied subject to suitable modifications. The financial performance indicators 

of these PSEs will be as follows: 

Social PSEs: Task Force would set parameters in consultation with the PSEs which reflect return 

on funds deployed in programmes for comparison with the cost of raising these funds. 

Financial PSEs: Disbursements of funds, Resource Mobilization, Loan Sanctions, Projects 

commissioned in value terms and Financial returns (Difference in cost of borrowings and 

disbursements) would be the financial performance indicators for Financial PSEs. Selection of 

the financial performance indicators will be decided by the Task Force in consultation with the 

concerned PSE and Administrative Ministry. 

Trading and Consultancy PSEs: Gross Margin/Turnover ratio and Operating turnover/Number 

of Employees ratio will be the financial performance indicators for Trading and Consultancy 

PSEs. The Task Force would decide the distribution of weight in consultation with the concerned 

PSE and Administrative Ministry. 

Further, Task Force may effect change in parameters bearing upto 15 out of the 50 weight in the 

static financial parameters category to maintain uniformity within social sector PSEs as different 

from commercial enterprises. 

Part B 

Specific Parameters (20%) 

1. Sector-specific (10%): Task Force will identify/evolve suitable sector specific parameters 

that reflect how the macro environment affects the performance of a particular PSE, which is 

beyond the control of the PSE management, and pertain to industry/sector in which the company 

operates. 

2. Enterprise-specific (10%): Enterprise-specific parameters relate to parameters like safety, 

environment, ecological considerations viz. Parameters that do not get reflected in increased 



profits either during the year of investments or later but considered important from the viewpoint 

of the society. 

Task Force can alter weights in consultation with Administrative Machinery where fine-tuning is 

felt necessary as a matter of exception but not in a routine manner. 

3.2.2 It should be ensured that originaland revised cost and time estimates are mentioned for the 

projects included in the MOU. 

3.2.3 To ensure that MOU system is properly monitored in the DPE, the following three 

activities would be taken into consideration in draft MOU for the year 2005-06. 

(i) Timely submission of Draft MOU for 2006-2007 after due discussion with Administrative 

Ministry/Department with the target date of 8th December, 2005. 

(ii) Timely submission of Performance Evaluation Report (composite score) for the year 2004-

2005 on the basis of the provisional data with the target date of April 30, 2005. 

(iii) Timely signing of MOU for the year 2005-06 with the target date of 31st March 2005. 

These activities will carry penalty mark of 1 each for non-compliance and the MOU composite 

score would be adjusted accordingly. 

3.3 Determination of performance targets 

3.3.1 The targets set should be realistic and growth oriented and be significantly higher 

compared to targets and achievements, whichever is higher, for the previous year 2004-05 and 

should be reflected in the BE for the year 2005-06. 

3.3.2 Budget Estimates (BE) 2005-2006 and BE 2004-2005 figures for various performance 

parameters are to be indicated in the MOU assessment format itself as separate columns. 

3.3.3 BE for 2005-2006 in respect of the performance indicators is the basic target and will be 

placed in “Good” column in respect of PSEs which are in growth phase and are operating below 

100% capacity utilization. PSEs which are performing near or above 100% capacity utilization 

and are fully operative, BE will be placed in Very Good column. The proposed Good/Very Good 

target should indicate an improvement over BE for 2005-2006 and Provisional/RE(2004-2005). 

3.3.4 The difference in target values between “Very Good” and “Good”; “Good” and “Fair”; and 

“Fair” and “Poor” columns should be uniform at 5%. 

3.3.5 The difference between “Excellent” and “Very Good” targets should be significantly higher 

than 5%. For manufacturing industry PSEs in the growth phase operating below 100% capacity 



utilization, the differential of 10% between Excellent and Very Good should be maintained. In 

case of PSEs operating at or above 100% capacity utilization, the Task Force may fix the 

differential of 5% to 10% between Excellent and Very Good targets. 

3.3.6 In case of benchmarking, the discretion of Task Force would apply. 

3.3.7 It should be ensured that all the performance targets are unconditional. 

3.3.8 For qualitative indicators, the targets for each of the points on the 5-point scale should be 

indicated in the MOU assessment format itself. If these targets are on a time scale, only such 

target which fall within the MOU year (ending 31st March, 2006) should be included. 

Additional Points 

3.3.9 Absolute values of Gross Profit (GP), Net Profit (NP), Net Worth(NW) and Capital 

Employed (CE) should be indicated in the footnote of the MOU assessment format. Capital 

Employed and Net Worth figures should invariably be as at the end of the year of performance. 

Comparable data for earlier year may be given separately. 

3.3.10 The MOU should contain the past five years’ performance data on criteria included in the 

MOU in an appendix. It should also indicate the projections for the next five years, as far as 

possible consistent with the corporate plan. 

3.3.11 The minutes of the last year’s MOU negotiation meetings alongwith a list of major 

suggestions made during this meeting and action taken thereon should be annexed with the draft 

MOU document. 

4. COMMITMENTS/ASSISTANCE FROM THE GOVERNMENT 

4.1 The commitments/assistance expected from the Government should be relevant and related 

to fulfilling the agreed performance targets. 

4.2 These obligations should have a direct bearing on the performance of the enterprise and their 

effect on the performance should be quantified. 

5. ACTION PLAN FOR IMPLEMENTATION AND MONITORING OF THE MOU 

5.1 Action plan for implementation of MOU with expected gains from each of the MOU criteria 

should be clearly mentioned in the MOU. 

5.2 The frequency of monitoring by the Board/Administrative Ministry should be mentioned in 

the MOU. Annual evaluation will be done by DPE. 



MOU Evaluation:The grading of the MOU signing enterprises would be same as in the previous 

years and is as follows: 

MOU Composite score Grading 

1. 1.00 – 1.50      Excellent 

2. 1.51 – 2.50      Very Good 

3. 2.51 – 3.50      Good 

4. 3.51 – 4.50      Fair 

5. 4.51 – 5.00      Poor 

All the financial performance parameters should conform to definitions as given below. 

1. Gross Margin: It is the profit before depreciation, interest, taxes, deferred revenue 

expenditure and excludes extra ordinary items (Net). 

2. Gross Profit: It is the gross margin less depreciation, less deferred revenue expenditure. 

3. Net Profit: It is the gross profit less interest and less provision for tax less extra ordinary 

items (Net). 

4. Net Worth: It is the paid-up capital plus reserves less accumulated losses and deferred 

revenue expenditure to the extent not written off. 

5. Gross Block: It represents original cost of procuring and erecting fixed assets as 

appearing in the annual accounts of the PSEs at the end of the accounting year and takes 

into account additions thereto and deductions there from by way of sales and transfers 

6. Capital Employed: It is the Gross Block less accumulated depreciation plus working 

capital. 

7. Gross Sales: It means the total turnover and includes elements of excise duty, 

commission and discounts, etc. 

8. Added Value: Added value is the residual after meeting the due returns to labour, capital 

and materials that reflects the overall efficiency of the PSEs. Added value may be 

computed as gross margin less returns to capital, which in turn may be computed as 

capital recovery factor @4 % the capital employed for social sector PSEs and @10% for 

all other PSEs. > 

(DPE OM No. 3(4)/2004-DPE(MOU) dated 7th January, 2005) 

*** 

 



CHAPTER V 

MEMORANDUM OF UNDERSTANDING 

7. DPE/Guidelines/V/7 

Committee to review the Performance of Public Sector Enterprises signing Memorandum 

of Understanding (MOU) with the Government – Revised guidelines 

1. OM 

No.1(31)/88-

Fin.(PPU) dated 

7.7.1988 

2. OM 

No.1(31)/88-

Fin.(PPU) dated 

24.10.1988  

3. OM 

No.1(31)/88-

Fin.(PPU) dated 

5.4.1989  

4. OM 

No.1(31)/88-

Fin.(PPU) dated 

5.2.1990 

5. OM 

No.1(31)/88-

Fin.(PPU) dated 

19.6.1990 

The undersigned is directed to refer to the Office 

Memorandums of this Ministry noted in the 

margin and to say that the Committee for review 

of Guidelines for public sector enterprises had 

recommended modification cum merger of 

guidelines on the subject mentioned above. In 

pursuance of the recommendations, the 

following revised guidelines are issued: 

2. Some of the Public Sector Enterprises are signing Memorandum of Understanding with their 

administrative Ministries. The performance of these enterprises is assessed with reference to the 

commitments made in the MOU. How far the administrative Departments have been able to give 

the necessary administrative and financial support as committed by them in the MOU will also 

have to be assessed. For this purpose, Government had constituted a High Powered Committee 

(HPC) under the Chairmanship of Cabinet Secretary. The Committee will now consist of the 

following members: 

 Cabinet Secretary                                                      Chairman 

 Finance Secretary                                                      Member 

 Secretary (Expenditure)                                             Member 

 Secretary (Planning Commission)                               Member 

 Secretary (Statistics & Programme Implementation)   Member 

 Chairman (PESB)                                                     Member 

 Chairman, Tariff Commission                                    Member 



 Chief Economic Adviser, Ministry of Finance            Member 

 Secretary, Department of Public Enterprises              Member-Secretary 

3. While evaluating the performance of particular public sector enterprise, Secretary of the 

Administrative Ministry concerned with that public sector enterprise may also be co-opted by the 

Committee. Chairman and Managing Directors of public sector enterprise(s) other than the one 

being evaluated and some other eminent persons may also be co-opted by the Committee, if 

necessary. The Chairman may co-opt experts including retired civil servants in the monitoring 

and evaluation. 

4. The Secretarial support for this Committee will continue to be provided by the Department of 

Public Enterprises. 

(DPE O.M. No. 3(4)/2002-DPE(MOU) dated 30th September, 2005) 

*** 

 



CHAPTER V 
MEMORANDUM OF UNDERSTANDING 

8. DPE/Guidelines/V/8 
Guidelines for drafting of MOUs for the year 2006-07. 

The undersigned is directed to refer to the subject mentioned above and to forward herewith a copy of the Guidelines for drafting of MOUs 

for the year 2006-07. 

2. The PSEs under administrative control of Ministries/Departments may be advised to draft their MOUs for the year 2006-07 on the basis of 

above guidelines and submit to Department of Public Enterprises by 8th December, 2005 after due discussion with the concerned 

Administrative Ministry/Department. The MOU negotiation meetings for the year 2006-07 are likely to be held in the month of January and 

February, 2006 to finalise the MOUs before 31st March, 2006. 

3. The Chief Executive of the subsidiaries of a holding company should also be associated in the MOU negotiation meeting to finalise the 

MOU. 

4. In addition, the following documents may be sent alongwith the draft MOU (2006-07). 

(i) Two copies of the Annual Report (2004-05) 

(ii) One copy of the updated Corporate Plan 

(iii) Details of financial data in annexure I & II 

(iv) Action Taken Report(ATR) on the minutes of MOU negotiation meetings 2005-06 issued by DPE. 

5. All the administrative Ministries/Departments are requested to kindly take necessary action in this regards. 

DPE OM No.3(8)/2005-DPE(MOU) dated 25th October, 2005) 

*** 

MOU GUIDELINES FOR THE YEAR 2006-07 

Memorandum of Understanding (MOU) is a negotiated agreement between Government as owner of public enterprises and the 

management of the Public Sector Enterprises (PSEs). MOU is meant to measure the performance of the management of the PSE at the end 

of the year in an objective and transparent manner. 

The contents of the MOU may be divided into following five parts. 

Part I Mission/Vision & Objectives of the PSE  
Part II Exercise of enhanced Autonomy and delegation of Financial Powers 
Part III Performance Evaluation Parameters and Targets 
Part IV Commitments/Assistance from the Government 
Part V Action Plan for implementation and monitoring of the MOU 

1. MISSION/VISION AND OBJECTIVES OF THE PSE 

1.1 Mission/Vision : 

1.1.1 Mission should be a concise statement incorporating the rationale for existence of the enterprise and its business/activities. 

1.1.2 The Mission statement should be formulated keeping in view the fresh initiatives being planned/under active consideration by the 

enterprise. 

1.2 Objectives : 

1.2.1 The objectives should be related to the mission of the enterprise and listed in order of priority as approved by the Board of Directors of 

the enterprise. 

1.2.2 These objectives should cover both quantitative and qualitative aspects, commercial and non-commercial aspects and static as well as 

dynamic aspects of the operations of the enterprise. 

1.2.3 Efforts should be made to ensure that all objectives get reflected in the MOU assessment format. 

2. EXERCISE OF ENHANCED AUTONOMY AND DELEGATION OF FINANCIAL POWERS 



2.1 The exercise of enhanced autonomy and delegation of financial powers on capital expenditure, joint ventures, strategic alliances, 

organizational restructuring, creation and winding up of the posts, schemes relating to personnel and human resources management, etc. 

should be incorporated in the MOU. 

2.2. Specific areas in which further autonomy and financial powers desired may also be incorporated with justification as to how these 

additional powers will stimulate the growth of the company. 

3. PERFORMANCE EVALUATION PARAMETERS AND TARGETS 

3.1 Selection and weightage of performance parameters 

3.1.1 While selecting different performance parameters and assigning weight against them, the issues concerning strategic factors, 

profitability, growth, etc. have been kept in focus. Critical aspects such as modernisation, upgradation of technology, merger and acquisition, 

diversification, organisational restructuring, manpower rationalisation, employee’s skill upgradation, etc., which enhance the long-term 

competitiveness of the PSE, have been taken into consideration. 

3.1.2 It is also necessary to give emphasis on Project Implementation, Safety, Environment, Health, HRD, Productivity, Customer 

satisfaction, Quality improvement/ISO certification, Preparation of strategic/corporate plan, etc. 

3.1.3 It is not necessary to include any social (or non-commercial) obligation unless it has been cast on the PSE by the Government 

(Statutory obligations or voluntary action by the PSE in the interest of good industrial or neighbourhood relations do not qualify for inclusion). 

3.2 The weights to various parameters should be assigned as follows. 

Part A 

Common Parameters for all PSEs other than Social, Financial, Trading and Consultancy PSEs 

I. Static Financial Parameters (50%) 

(a) Financial performance indicators 

(i) Gross Margin/Gross Block Þ 02 

(ii) Net Profit/Net Worth Þ 10 

(iii) Gross Profit/Capital Employed    Þ 10 

(b) Financial indicators - Size 

(i) Gross Margin Þ 08 

(ii) Gross Sales Þ 04 

(c) Financial returns – Labour productivity and Total Factor productivity 

(i) PBDIT/Total Employment  Þ 07 

(ii) Added Value/Gross Sales Þ 09 

II. Dynamic Parameters (30%) 

(i) Quality (ISO certification, internalisation of quality) Þ 04 

(ii)Customer Satisfaction 

(Customer orientation - Strategic Business Unit-wise/product-wise) Þ 04 

(iii) HRD (Employee training & motivation) Þ 03 



(iv) R & D for sustained & continuous innovation 

(R&D investment as percentage of sales turnover) Þ 04 

(v) Project Implementation (modernisation and expansion) Þ 07 

(vi) Capital Expenditure/Greenfield investments/Joint Ventures Þ 04 

(vii) Extent of globalisation 

(Internalisation, foreign JVs, exports, strategic alliances, etc.) Þ 04 

If the Task Force after deliberations comes to the conclusion that any of the above dynamic parameter(s) is not relevant to a particular PSE, 

then the Task Force may adjust the balance weightage by evolving new parameters relevant to that particular PSE or against the remaining 

dynamic parameters. The PSE concerned may also make suggestions in draft MOU document in this regard. 

However, in order to address the specific nature of some of the PSEs, the following special provisions have been incorporated in the 

Guidelines. 

In case of Social, Financial, Trading and Consultancy PSEs, the above financial performance indicators will be applied subject to suitable 

modifications. The financial performance indicators of these PSEs will be as follows: 

Social PSEs : Task Force would set parameters in consultation with the PSEs which reflect return on funds deployed in programmes for 

comparison with the cost of raising these funds. 

Financial PSEs : Disbursements of funds, Resource Mobilization, Loan Sanctions, Projects commissioned in value terms and Financial 

returns (Difference in cost of borrowings and disbursements) would be the financial performance indicators for Financial PSEs. Selection of 

the financial performance indicators will be decided by the Task Force in consultation with the concerned PSE and Administrative Ministry. 

Trading and Consultancy PSEs :- Gross Margin/Turnover ratio and Operating turnover/Number of Employees ratio will be the financial 

performance indicators for Trading and Consultancy PSEs. The Task Force would decide the distribution of weight in consultation with the 

concerned PSE and Administrative Ministry. 

Further, Task Force may effect change in parameters bearing upto 15 out of the 50 weight in the static financial parameters category to 

maintain uniformity within social sector PSEs as different from commercial enterprises. 

Part B 

Specific Parameters(20%) 

1. Sector-specific(10%) :- Task Force will identify/evolve suitable sector specific parameters that reflect how the macro environment affects 

the performance of a particular PSE, which is beyond the control of the PSE management, and pertain to industry/sector in which the 

company operates. 

2. Enterprise-specific (10%) :- Enterprise-specific parameters relate to parameters like safety, environment, ecological considerations viz. 

Parameters that do not get reflected in increased profits either during the year of investments or later but considered important from the 

viewpoint of the society. 

Task Force can alter weights in consultation with Administrative Machinery where fine-tuning is felt necessary as a matter of exception but 

not in a routine manner. 

3.3 It should be ensured that originaland revised cost and time estimates are mentioned for the projects included in the MOU. 

3.4 (a) To ensure that MOU system is properly monitored in the DPE, the following activities would be taken into consideration in MOU for 

the year 2006-07. 

(i) Timely submission of Draft MOU for 2007-2008 after due discussion with Administrative Ministry/Department with the target date of 

30th November, 2006. 



(ii) Timely submission of Performance Evaluation Report (composite score) for the year 2005-2006 on the basis of the provisional data with 

adjustments, if any, through administrative Ministries/Departments with proper justification by target date of 30th April ,2006. 

(iii) Timely signing of MOU for the year 2006-07 with the target date of 31st March 2006. 

(iv) Timely submission of Performance Evaluation Report (composite score) for the year 2005-06 on the basis of Audited data with target 

date of 15th October, 2006. 

(v) The data for compilation of Public Enterprise Survey 2005-06 including flash results for the six months ending 30th September, 2006 

should be submitted timely by the PSEs with the target date of 15th October,2006. 

(b) These activities will carry penalty mark of 1 each for non-compliance. There will be penalty mark of 1 for each 15 days delay and the 

composite MoU score would be adjusted accordingly. 

3.5 PSEs seeking exemption from signing MOUs 2006-07 may send their proposal through administrative Ministries/Departments to 

DPE,with adequate justification by 15th December, 2005. 

3.6 The revised MoUs based on minutes of the MoU negotiation meetings should be sent through administrative Ministries/Departments for 

authentication by DPE before signing of the MoUs. 

3.7. The Action Taken Report (ATR) on the minutes of MoU negotiation meetings 2005-06 issued by DPE should be furnished along with 

draft MoU 2006-07. 

4. Determination of performance targets 

4.1 The targets set should be realistic and growth oriented and be significantly higher compared to targets and achievements, whichever is 

higher, for the previous year 2005-06 and should be reflected in the BE for the year 2006-07. 

4.2 Budget Estimates (BE) 2006-2007 and BE 2005-2006 figures for various performance parameters are to be indicated in the MOU 

assessment format itself as separate columns. 

4.3 BE 2006-2007 in respect of the performance indicators is the basic target and will be placed in "Good" column in respect of PSEs which 

are in growth phase and are operating below 100% capacity utilization. PSEs which are performing near or above 100% capacity utilization 

and are fully operative, BE will be placed in Very Good column. The proposed Good/Very Good target should indicate an improvement over 

BE for 2006-2007 and Provisional/RE(2005-2006). 

4.4 The difference in target values between "Very Good" and "Good"; "Good" and "Fair"; and "Fair" and "Poor" columns should be uniform at 

5%. 

4.5 The difference between “Excellent” and “Very Good” targets should be significantly higher than 5%. For manufacturing industry PSEs in 

the growth phase operating below 100% capacity utilization, the differential of 10% between Excellent and Very Good should be maintained. 

In case of PSEs operating at or above 100% capacity utilization, the Task Force may fix the differential of 5% to 10% between Excellent and 

Very Good targets. 

4.6In case of benchmarking (national & international), the discretion of Task Force would apply. 

4.7 It should be ensured that all the performance targets are unconditional. 

4.8 For qualitative indicators, the targets for each of the points on the 5-point scale should be indicated in the MOU assessment format itself. 

If these targets are on a time scale, only such target which fall within the MOU year (ending 31st March, 2007) should be included. 

Additional Points 

4.9 Absolute values of Gross Profit(GP), Net Profit (NP), Net Worth(NW) and Capital Employed (CE) should be indicated in the footnote of 

the MOU assessment format. Capital Employed and Net Worth figures should invariably be as at the end of the year of performance. 

Comparable data for earlier year may be given separately. 

4.10 The MOU should contain the past five years' performance data on criteria included in the MOU in an appendix. It should also indicate 

the projections for the next five years, as far as possible consistent with the corporate plan. 



4.11 The minutes of the last year’s MOU negotiation meetings alongwith a list of major suggestions made during this meeting should be 

annexed with the draft MOU document. 

4.12 While drafting the MoU the targets for various parameters should be basedon bottoms up approach where all individual units within the 

PSE are actively involved in target setting. 

4.13 Various PSEs have subsidiaries or have entered into Joint Ventures or propose to have mergers or acquire other companies. It is 

necessary that the MoU should reflect the essential aspects in regard to all such activities. In respect of subsidiaries and Joint Ventures the 

PSE should develop parameters which would broadly relate to the main objectives with which the subsidiary or Joint Venture was entered 

into. Some parameters should also be there to indicate the expected financial or physical (or both) returns during the year. Suitable 

weightages should be provided for them. 

For mergers and acquisitions there should be milestones and suitable weightages for them. 

The final weightages can be discussed and decided in the discussions with the Task Force. 

5. COMMITMENTS/ASSISTANCE FROM THE GOVERNMENT 

5.1 The commitments/assistance expected from the Government should be relevant and related to fulfilling the agreed performance targets. 

5.2These obligations should have a direct bearing on the performance of the enterprise and their effect on the performance should be 

quantified. 

6. ACTION PLAN FOR IMPLEMENTATION AND MONITORING OF THE MOU 

6.1 Action plan for implementation of MOU with expected gains from each of the MOU criteria should be clearly mentioned in the MOU. 

6.2 The frequency of monitoring by the Board/Administrative Ministry should be mentioned in the MOU. Annual evaluation will be done by 

DPE. 

7. MOU Evaluation : 

7.1 The grading of the MOU signing enterprises would be same as in the previous years and is as follows: 

MOU Composite score Grading 

1. 1.00 - 1.50      Excellent 

2. 1.51 - 2.50      Very Good 

3. 2.51 - 3.50      Good 

4. 3.51 - 4.50      Fair 

5. 4.51 - 5.00      Poor 

7.2 The Performance Evaluation Report submitted by PSEs should be based on targets finalized by Task Force (TF) and signed by PSEs 

and administrative Ministries . 

All the financial performance parameters should conform to definitions as given below. 

1. Gross Margin :- It is the profit before depreciation, interest, taxes, deferred revenue expenditure and excludes extra ordinary items(Net). 

2. Gross Profit :- It is the gross margin less depreciation, less deferred revenue expenditure. 

3. Net Profit :- It is the gross profit less interest and less provision for tax less extra ordinary items(Net). 

4. Net Worth :- It is the paid-up capital plus reserves less accumulated losses and deferred revenue expenditure to the extent not written off. 



5. Gross Block :- It represents original cost of procuring and erecting fixed assets as appearing in the annual accounts of the PSEs at the 

end of the accounting year and takes into account additions thereto and deductions there from by way of sales and transfers 

6. Capital Employed :- It is the Gross Block less accumulated depreciation plus working capital. 

7. Gross Sales :- It means the total turnover and includes elements of excise duty, commission and discounts, etc. 

8. Added Value :- Added value is the residual after meeting the due returns to labour, capital and materials that reflects the overall efficiency 

of the PSEs. Added value may be computed as gross margin less returns to capital, which in turn may be computed as capital recovery 

factor @4 % the capital employed for social sector PSEs and @10% for all other PSEs. 

***** 

Details of Financial Data Annexure I (Rs. Crores) 

Particulars As on 

31.3.2002 

As on 

31.3.2003 

As on 

31.3.2004 

As on 

31.3.2005 

(Prov./RE) 

As on 

31.3.2005 

(Prov./ RE) 

Net fixed assets           

Opening balance           

Additions           

Deductions           

Closing balance           

Depreciation on assets 

expected to be capitalised 

during 2005-06 may be 

identified 

          

Working Capital           

Current assets           

Current liabilities           

Net working capital           

Total capital employed           

Paidup Capital           

Reserves           

Total Net Worth           

Gross Margin/Gross Block           

Net Profit/Net Worth           

Gross Profit/Capital 

Employed 

          

Gross Sales           

Added Value           

Total Employment           

PBIDT/Total Employment           

Added Value/Gross Margin           

  



ANNEXURE II (Rs. Crores) 

Profit & Loss 

Particulars 

2001-02 2002-03 2003-04 2004-05 2005-06 2006-

07 

  MOU 

Target 

Actual MOU 

Target 

Actual MOU 

Target 

Actual MOU 

Target 

Actual MOU 

Target 

Actual Prov. 

RE 

Total Income                       

Operating 

Sales/Services 

/Accretion//Depletion 

to finished stocks to 

work-in-progress 

                      

Other Income                       

Total Expenditure                       

Raw material                       

Purchase of products 

for resale 

                      

Duties and other 

charges applicable to 

products 

                      

Power, fuel, water, etc                       

Salaries & Wages                       

Marketing, Selling & 

Admn. expenses 

                      

Gross Margin                       

Prior Period 

Adjustment 

                      

Gross Profit                       

Interest                       



Provision for tax                       

Adjustment to tax due 

to PYA 

                      

Net Profit                     

 

 



CHAPTER V 

MEMORANDUM OF UNDERSTANDING 

9. DPE/Guidelines/V/9 

Guidelines for drafting of Memorandum of Understandings(MoU) between CPSE and 

Government Department /Ministry for the year 2007-08. 

The undersigned is directed to refer to the subject mentioned above and to forward herewith a 

copy of the Guidelines for drafting of MOU for the year 2007-08. 

2. The CPSEs under the administrative control of your Ministry/Department may be advised to 

draft MOU for the year 2007-08 on the basis of the enclosed guidelines and submit to this 

Department by 30th November 2006 after due discussion with the concerned administrative 

Ministries/Departments. The MOU negotiation meetings for the year 2007-08 will commence 

from January, 2007 to finalize the MoUs before 31st March 2007. It is, further stated that 15th 

March will be the cut off date for holding MoU meetings to enable the signing of MoU by 31st 

March without penalty. However, there will be no signing of MoU by any CPSE after 30th June 

2007. 

3. The Public Enterprises Survey now will be placed before the Parliament during the Winter 

Session. The information as indicated in Para 3.4(a) (iv & v) of 

the guidelines would, therefore, be required to be sent within the stipulated period failing which 

1 mark, as penalty for each day’s delay would be deducted for non-compliance. 

4. The Chief Executives of the Subsidiaries of a Holding Company should also enter into the 

MoU with the Holding company. Such MoUs will be analyzed in the MoU negotiation meeting 

to finalise the MOU of the CPSE. 

5. In addition, the following documents may be sent alongwith the draft MOU (2007-08). 

i) Two copies of the Annual Report (2005-06) 

ii) One copy of the updated Corporate Plan 

iii) Details of financial data in Annex I & II 

iv) Action Taken Report (ATR) on the minutes of MOU negotiation meetings 2006-07 issued by 

DPE 

6. All the administrative Ministries/Departments are requested to take necessary action in these 

regards. 



(DPE OM No.3 (16)/2006-DPE(MOU) dated the 25th October, 2006) 

*** 

 

MOU GUIDELINES FOR THE YEAR 2007-2008 

Memorandum of Understanding (MOU) is a negotiated agreement between Government as 

owner of public enterprises and the management of the Central Public Sector Enterprises 

(CPSEs). MOU is meant to measure the performance of the management of the CPSE at the end 

of the year in an objective and transparent manner 

The contents of the MOU may be divided into following five parts. 

Part I  Mission/Vision & Objectives of the CPSE 

Part II Exercise of enhanced Autonomy and delegation of Financial Powers 

Part III Performance Evaluation Parameters and Targets 

Part IVCommitments/Assistance from the Government 

Part V Action Plan for implementation and monitoring of the MoU 

1. MISSION/VISION AND OBJECTIVES OF THE CPSE 

1.1 Mission/Vision : 

1.1.1 Mission should be a concise statement incorporating the rationale for existence of the 

enterprise and its business/activities. 

1.1.2 The Mission statement should be formulated keeping in view the fresh initiatives being 

planned/under active consideration by the enterprise. 

1.2 Objectives : 

1.2.1 The objectives should be related to the mission of the enterprise and listed in order of 

priority as approved by the Board of Directors of the enterprise. 

1.2.2 These objectives should cover both quantitative and qualitative aspects, commercial and 

non-commercial aspects and static as well as dynamic aspects of the operations of the enterprise. 

1.2.3 Efforts should be made to ensure that all objectives get reflected in the MOU assessment 

format. 

2. EXERCISE OF ENHANCED AUTONOMY AND DELEGATION OF FINANCIAL 

POWERS 



2.1 The exercise of enhanced autonomy and delegation of financial powers on capital 

expenditure, joint ventures, strategic alliances, organizational restructuring, creation and winding 

up of the posts, schemes relating to personnel and human resources management, etc. should be 

incorporated in the MOU. 

2.2. Specific areas in which further autonomy and financial powers desired may also be 

incorporated with justification as to how these additional powers will stimulate the growth of the 

company. 

3. PERFORMANCE EVALUATION PARAMETERS AND TARGETS 

3.1 Selection and weightage of performance parameters 

3.1.1 While selecting different performance parameters and assigning weight against them, the 

issues concerning strategic factors, profitability, growth, etc. have been kept in focus. Critical 

aspects such as modernisation, upgradation of technology, merger and acquisition, 

diversification, organisational restructuring, manpower rationalisation, employee’s skill 

upgradation, etc., which enhance the long-term competitiveness of the CPSE, have been taken 

into consideration. 

3.1.2 It is also necessary to give emphasis on Project Implementation, Safety, Environment, 

Health, HRD, Productivity, Customer satisfaction, Quality improvement/ISO certification, 

Preparation of strategic/corporate plan, etc. 

3.1.3 It is not necessary to include any social (or non-commercial) obligation unless it has been 

cast on the CPSE by the Government (Statutory obligations or voluntary action by the CPSE in 

the interest of good industrial or neighbourhood relations do not qualify for inclusion). 

3.2 The weights to various parameters should be assigned as follows. 

Part A 

Common Parameters for all CPSEs other than Social, Financial, Trading and Consultancy 

CPSEs 

I. Static Financial Parameters (50%) 

(a) Financial performance indicators 

(i) Gross Margin/Gross Block Þ 02 

(ii) Net Profit/Net Worth Þ 10 



(iii) Gross Profit/Capital Employed Þ 10 

(b) Financial indicators - Size 

(i) Gross Margin Þ 08 

(ii) Gross Sales Þ 04 

(c) Financial returns – Labour productivity and Total Factor productivity 

(i) PBDIT/Total Employment Þ 07 

(ii) Added Value/Gross Sales Þ 09 

II. Dynamic Parameters (30%) 

(i) Quality (ISO certification, internalisation of quality) Þ 04 

(ii)Customer Satisfaction 

(Customer orientation - Strategic Business Unit-wise/product-wise) Þ 04 

(iii) HRD (Employee training & motivation) Þ 03 

(iv) R & D for sustained & continuous innovation 

(R&D investment as percentage of sales turnover) Þ 04 

(v) Project Implementation (modernisation and expansion) Þ 07 

(vi) Capital Expenditure/Greenfield investments/Joint Ventures Þ 04 

(vii) Extent of globalisation 

(Internalisation, foreign JVs, exports, strategic alliances, etc.) Þ 04 

If the Task Force after deliberations comes to the conclusion that any of the above dynamic 

parameter(s) is not relevant to a particular CPSE, then the Task Force may adjust the balance 

weightage by evolving new parameters relevant to that particular CPSE or against the remaining 

dynamic parameters. The CPSE concerned may also make suggestions in draft MOU document 

in this regard. 

However, in order to address the specific nature of some of the CPSEs, the following special 

provisions have been incorporated in the Guidelines. 



In case of Social, Financial, Trading and Consultancy CPSEs, the above financial performance 

indicators will be applied subject to suitable modifications. The financial performance indicators 

of these CPSEs will be as follows: 

Social CPSEs : Task Force would set parameters in consultation with the CPSEs which reflect 

return on funds deployed in programmes for comparison with the cost of raising these funds. 

Financial CPSEs : Disbursements of funds, Resource Mobilization, Loan Sanctions, Projects 

commissioned in value terms and Financial returns (Difference in cost of borrowings and 

disbursements) would be the financial performance indicators for Financial CPSEs. Selection of 

the financial performance indicators will be decided by the Task Force in consultation with the 

concerned CPSE and Administrative Ministry. 

Trading and Consultancy CPSEs :- Gross Margin/Turnover ratio and Operating 

turnover/Number of Employees ratio will be the financial performance indicators for Trading 

and Consultancy CPSEs. The Task Force would decide the distribution of weight in consultation 

with the concerned CPSE and Administrative Ministry. 

Further, Task Force may effect change in parameters bearing upto 15 out of the 50 weight in the 

static financial parameters category to maintain uniformity within social sector CPSEs as 

different from commercial enterprises. 

Part B 

Specific Parameters(20%) 

1. Sector-specific(10%) :- Task Force will identify/evolve suitable sector specific parameters 

that reflect how the macro environment affects the performance of a particular CPSE, which is 

beyond the control of the CPSE management, and pertain to industry/sector in which the 

company operates. 

2. Enterprise-specific (10%) :- Enterprise-specific parameters relate to parameters like safety, 

environment, ecological considerations viz. Parameters that do not get reflected in increased 

profits either during the year of investments or later but considered important from the viewpoint 

of the society. 

Task Force can alter weights in consultation with Administrative Machinery where fine-tuning is 

felt necessary as a matter of exception but not in a routine manner. 

3.3 It should be ensured that originaland revised cost and time estimates are mentioned for 

the projects included in the MOU. 



3.4 

(a) To ensure that MOU system is properly monitored in the DPE, the following activities would 

be taken into consideration in MOU for the year 2007-08. 

(i) Timely submission of Draft MOU for 2008-2009 after due discussion with Administrative 

Ministry/Department with the target date of 30th November, 2007. 

(ii) Timely submission of Performance Evaluation Report (composite score) for the year 2006-

2007 on the basis of the provisional data with adjustments, if any, through administrative 

Ministries/Departments with proper justification by target date of  30th April ,2007. 

(iii) Timely signing of MOU for the year 2007-08 with the target date of 31st March 2007. 

(iv) Timely submission of Performance Evaluation Report (composite score) for the year 2006-

07 on the basis of Audited data with target date of 15th October, 2007. 

(v) The data for compilation of Public Enterprise Survey 2006-07  including flash results for the 

six months ending 30th September, 2007 should be submitted timely by the CCPSEs with the 

target date of 15th October,2007. 

(vi) Posting of the audited accounts for the year 2006-07 in the website of PSE by 15th August, 

2007. 

(b) These activities will carry penalty mark of 1 each for non-compliance. There will be penalty 

mark of 1 for each 15 days delay and the composite MoU score would be adjusted accordingly. 

3.5 CPSEs seeking exemption from signing MOUs 2007-08 may send their proposal through 

administrative Ministries/Departments to DPE,with adequate justification by 15th December, 

2006. 

3.6 The revised MoUs based on minutes of the MoU negotiation meetings should be sent through 

administrative Ministries/Departments for authentication by DPE before signing of the MoUs. 

3.7. The Action Taken Report (ATR) on the minutes of MoU negotiation meetings 2006-07 issued 

by DPE should be furnished along with draft MoU 2007-08. 

4. Determination of performance targets 

4.1 The targets set should be realistic and growth oriented and be significantly higher compared 

to targets and achievements, whichever is higher, for the previous year 2006-07 and should be 

reflected in the BE for the year 2007-08. 



4.2 Budget Estimates (BE) 2007-2008 and BE 2006-2007 figures for various performance 

parameters are to be indicated in the MOU assessment format itself as separate columns. 

4.3 BE 2007-2008 in respect of the performance indicators is the basic target and will be placed 

in "Good" column in respect of CPSEs which are in growth phase and are operating below 

100% capacity utilization. CPSEs which are performing near or above 100% capacity utilization 

and are fully operative, BE will be placed in Very Good column. The proposed Good/Very Good 

target should indicate an improvement over BE for 2007-2008 and Provisional/RE(2006-2007). 

4.4 The difference in target values between "Very Good" and "Good"; "Good" and  "Fair"; and 

"Fair" and "Poor" columns should be uniform at 5%. 

4.5 The difference between “Excellent” and “Very Good” targets should be   significantly 

higher than 5%. For manufacturing industry CPSEs in the growth phase operating below 100% 

capacity utilization, the differential of 10% between Excellent and Very Good should be 

maintained. In case of CPSEs operating at or above 100% capacity utilization, the Task Force 

may fix the differential of 5% to 10% between Excellent and Very Good targets. 

4.6 In case of benchmarking (national & international), the discretion of Task Force would 

apply. 

4.7 It should be ensured that all the performance targets are unconditional. 

4.8 For qualitative indicators, the targets for each of the points on the 5-point scale should be 

indicated in the MOU assessment format itself. If these targets are on a time scale, only such 

target which fall within the MOU year (ending 31st March, 2008) should be included. 

Additional Points 

4.9 Absolute values of Gross Profit(GP), Net Profit (NP), Net Worth(NW) and Capital Employed 

(CE) should be indicated in the footnote of the MOU assessment format. Capital Employed and 

Net Worth figures should invariably be as at the end of the year of performance. Comparable 

data for earlier year may be given separately. 

4.10 The MOU should contain the past five years' performance data on criteria included in the 

MOU in an appendix. It should also indicate the projections for the next five years, as far as 

possible consistent with the corporate plan. 

4.11 The minutes of the last year’s MOU negotiation meetings alongwith a list of major 

suggestions made during this meeting should be annexed with the draft MOU document. 



4.12 While drafting the MoU the targets for various parameters should be based on bottoms up 

approach where all individual units within the CPSE are actively involved in target setting. 

4.13 Various CPSEs have subsidiaries or have entered into Joint Ventures or propose to have 

mergers or acquire other companies. It is necessary that the MoU should reflect the essential 

aspects in regard to all such activities. In respect of subsidiaries and Joint Ventures the CPSE 

should develop parameters which would broadly relate to the main objectives with which the 

subsidiary or Joint Venture was entered into. Some parameters should also be there to indicate 

the expected financial or physical (or both) returns during the year. Suitable weightages should 

be provided for them. 

For mergers and acquisitions there should be milestones and suitable weightages for them. 

The final weightages can be discussed and decided in the discussions with the Task Force. 

5. COMMITMENTS/ASSISTANCE FROM THE GOVERNMENT 

5.1 The commitments/assistance expected from the Government should be relevant  and related 

to fulfilling the agreed performance targets. 

5.2 These obligations should have a direct bearing on the performance of the enterprise and their 

effect on the performance should be quantified. 

6. ACTION PLAN FOR IMPLEMENTATION AND MONITORING OF THE MOU 

6.1 Action plan for implementation of MOU with expected gains from each of the MOU criteria 

should be clearly mentioned in the MOU. 

6.2 The frequency of monitoring by the Board/Administrative Ministry should be  mentioned in 

the MOU. Annual evaluation will be done by DPE. 

7. MOU Evaluation : 

7.1  The grading of the MOU signing enterprises would be same as in the previous years and is 

as follows: 

MOU Composite score Grading 

1. 1.00 - 1.50                 Excellent 

2. 1.51 - 2.50                 Very Good 

3. 2.51 - 3.50                 Good 



4. 3.51 - 4.50                 Fair 

5. 4.51 - 5.00                 Poor 

7.2 The Performance Evaluation Report submitted by CPSEs should be based on targets 

finalized by Task Force (TF) and signed by CPSEs and administrative Ministries . 

All the financial performance parameters should conform to definitions as given below. 

1. Gross Margin :- It is the profit before depreciation, interest, taxes, deferred revenue 

expenditure and excludes extra ordinary items(Net). 

2. Gross Profit :- It is the gross margin less depreciation, less deferred revenue expenditure. 

3. Net Profit :- It is the gross profit less interest and less provision for tax less extra ordinary 

items(Net). 

4. Net Worth :- It is the paid-up capital plus reserves less accumulated losses and deferred 

revenue expenditure to the extent not written off. 

5. Gross Block :- It represents original cost of procuring and erecting fixed assets as appearing 

in the annual accounts of the CPSEs at the end of the accounting year and takes into account 

additions thereto and deductions there from by way of sales and transfers 

6. Capital Employed :- It is the Gross Block less accumulated depreciation plus working capital. 

7. Gross Sales :- It means the total turnover and includes elements of excise duty, commission 

and discounts, etc. 

8. Added Value :- Added value is the residual after meeting the due returns to labour, capital 

and materials that reflects the overall efficiency of the CPSEs. Added value may be computed as 

gross margin less returns to capital, which in turn may be computed as capital recovery factor 

@4 % the capital employed for social sector CPSEs and @10% for all other CPSEs. 

***** 

Details of Financial Data 

Annexure I (Rs. Crores) 

Particulars As on 

31.3.2003 

As on 

31.3.2004 

As on 

31.3.2005 

As on 

31.3.2006 

As on 

31.32007 

As on 

31.3.2008 

(BE) 



Net fixed 

assets 

            

Opening 

balance 

            

Additions             

Deductions             

Closing 

balance 

            

Depreciation 

on assets 

expected to 

be capitalised 

during 2005-

06 may be 

identified 

            

Working 

Capital 

            

Current 

assets 

            

Current 

liabilities 

            

Net working 

capital 

            

Total capital 

employed 

            

Paidup 

Capital 

            

Reserves             

Total Net 

Worth 

            

Gross Block             

Gross 

Margin/Gross 

Block 

            

Net 

Profit/Net 

Worth 

            



Gross 

Profit/Capital 

Employed 

            

Gross Sales             

Added Value             

Total 

Employment 

            

PBIDT/Total 

Employment 

            

Added 

Value/Gross 

Margin 

            

 

Annexure II (Rs. In Crore) 

 

Profit & Loss 

Particulars 
2002-03 2003-04 2004-05 2005-06 2006-07 

2007-

08 

  MOU 

Targe

t 

Actua

l 

MOU 

Targe

t 

Actua

l 

MOU 

Targe

t 

Actua

l 

MOU 

Targe

t 

Actua

l 

MOU 

Targe

t 

Actua

l 

MoU 

Targe

t 

Total Income                       

Operating 

Sales/Services 

/Accretion//Depleti

on to finished 

stocks to work-in-

progress 

                      

Other Income                       

Total Expenditure                       

Raw material                       

Purchase of 

products for resale 

                      

Duties and other 

charges applicable 

to products 

                      

Power, fuel, water,                       



etc 

Salaries & Wages                       

Marketing, Selling 

& Admn. expenses 

                      

Gross Margin                       

Prior Period 

Adjustment 

                      

Depreciation                       

Gross Profit                       

Interest                       

Provision for tax                       

Adjustment to tax 

due to PYA 

                      

Net Profit                      

 



CHAPTER V 
MEMORANDUM OF UNDERSTANDING 

10. DPE/Guidelines/V/10 
Signing of MoU with the Central Public Sector Enterprise (CPSE) and the Administrative Ministry/Department. 

In modification of the OM No.1(120)/95-DPE(MoU) dated 20.9.1995 and as decided by the High Power Committee (HPC) during its meeting 

held on 1.12.2006, the undersigned is directed to bring the following to all concerned to follow in the MoU exercise:- 

(i) All CPSEs including sick and loss making CPSEs would sign MoU with the Ministries/ Departments concerned by 31st March every year. 

In case, CPSEs do not sign or delay in signing, their performance will be rated as “Poor” and the same should be reflected in the Annual 

Confidential Reports (ACRs) of Chief Executive of CPSE concerned. There will be no exemption of any CPSE from the MoU. 

(ii) Subsidiaries of a Holding Company will enter into MoU with the Holding Companies. The performance targets of the subsidiaries should 

appropriately be reflected in the performance target of the Holding Company. 

(iii) Different parameters may be worked out for sick CPSEs, whose revival packages have been approved by the competent authority. The 

new parameters for sick CPSEs signing the MoU will be developed by the respective Departments/Ministries. 

(iv) The Ministries are required to have their agenda well defined and their commitments reflected in the MoU. 

(v) This will come into force for the MoU of the CPSEs for the year 2007-08 onwards. 

2. The Administrative Ministries/Departments are accordingly requested to communicate the above decision to all the concerned CPSEs 

under their administrative control. 

(DPE OM No.3 (16)/2006-DPE(MoU) dated the 9th January, 2007) 

*** 

 



No.3 (30)/2007-DPE (MOU) 
Government of India 

Ministry of Heavy Industries & Public Enterprises 
Department of Public Enterprises 

Public Enterprises Bhavan 

Block No.14, CGO Complex 

Lodhi Road, New Delhi 

Dated the 2nd November, 2007 

OFFICE MEMORANDUM 

Subject: Guidelines for signing Memorandum of Understanding (MoU) between CPSE and Government Department /Ministry, for 

the year 2008-09. 

The undersigned is directed to refer to the subject mentioned above and to forward herewith a copy of the Guidelines for drafting of MOU for 

the year 2008-09. 

2. CPSEs under the administrative control of your Ministry/Department may be advised to draft MOU for the year 2008-09 on the basis of the 

enclosed Guidelines. CPSE concerned should submit the same to this Department by 30th November 2007 through the administrative 

Ministry/Department. 

3. The MOU negotiation meetings for the year 2008-09 will commence from January 2008 to finalize the MoUs before 31st March 2008 in 

the presence of the MoU Task Force. It is, further stated that 15th March 2008 will be the cut off date for the MoU negotiation meetings. 

Those CPSEs who do not sign or delay in signing the MoU beyond 31st March 2008, their performance will be rated as “Poor” and the same 

should be reflected in the Annual Confidential Reports of the CMD/Chief Executive Officer of the CPSE concerned. There will be no 

exemption for any CPSE (other then subsidiary CPSE) from signing of the MoU with the respective Department/Ministry. 

4. Subsidiary CPSE of Holding Companies will sign MoUs with the respective Holding Companies. Performance targets of the subsidiaries 

should be appropriately reflected in the performance targets of Holding Companies. 

5. Following documents may also be sent to DPE alongwith the draft MOU for 2008-09. 

i) Two copies of the Annual Report for the year 2006-07. 

ii) One copy of the updated Corporate Plan. 

iii) Financial data for calculating various ratios/evaluation parameters 

(in Annexes VII, VIII and IX) 

6. These guidelines are also available on DPE website www.dpe.nic.in. The Guidelines may kindly be gone through and the draft MOUs 

prepared and sent to Adviser of this Department by 30th November, 2007. 

(S.S. Negi) 

Director (MOU) 

To: Secretaries to the Government of India (as per list) 

Copy to: Chief Executives of PSEs (as per list) 

 MOU Guidelines for the year 2008-2009 

Memorandum of Understanding (MOU) is a negotiated agreement and contract between theGovernment and the Management of the 

Central Public Sector Enterprise (CPSE) .  It is intended to evaluate the performance of the CPSE at the end of the year vis-à-vis the targets 

fixed in the beginning of the year. 

Part I 

http://www.dpe.nic.in/


1.1. MISSION/VISION AND OBJECTIVES OF THE CPSE 

1.1.1. Mission/Vision: 

v Mission should be a concise statement incorporating the rationale for existence of the enterprise and its business/activities. 

v The Mission statement should be formulated keeping in view the fresh initiatives being planned/under active consideration by the 

enterprise. 

1.1.2 Objectives: 

v The objectives should be related to the mission of the enterprise and listed in order of priority as approved by the Board of Directors of the 

enterprise. 

v These objectives should cover both quantitative and qualitative aspects, commercial and non-commercial aspects and static as well as 

dynamic aspects of the operations of the enterprise. 

v Efforts should be made to ensure that all objectives get reflected in the MOU assessment format. 

1.2 AUTONOMY AND DELEGATION OF FINANCIAL POWERS 

1.2.1 The exercise of enhanced autonomy and delegation of financial powers on capital expenditure, joint ventures, strategic alliances, 

organizational restructuring, creation and winding up of the posts, schemes relating to personnel and human resource management etc. may 

be incorporated in the MOU. 

1.2.2 Specific areas in which further autonomy and financial powers is desired may also be incorporated with justification as to how these 

additional powers will stimulate the growth of the company. 

1.3 PERFORMANCE EVALUATION CRITERIA AND TARGETS 

1.3.1 MOU Assessment Format for different sectors 

v In view of the CPSEs falling in the categories of „Industrial sector‟, (Manufacturing & Mining sector), „Social sector‟, „Trading & Consulting 

sector ‟and „Financial sector‟, the different CPSEs may adopt the MOU assessment format as provided at Annex- I to IV. 

v „Sick & Loss making CPSEs‟ and „CPSEs under construction‟ may adopt the MOU assessment format as provided at Annex – V & VI. 

1.3.2 Performance Targets and their determination 

1.3.2.1 With a view to distinguish „excellent performance‟ from „ poor performance‟, 5 different performance targets should be fixed in the 

MOU assessment format on a 5 point scale in the ascending order, that is, (1) „ Excellent‟, (2) „Very Good‟, (3) „ Good‟, (4) „ Fair‟ and (5) „ 

Poor‟. 

1.3.2.2 The basic target will be placed in "Good" column in respect of CPSEs which are in growth phase and are operating below 100% 

capacity utilization. CPSEs which are performing near or above 100% capacity utilization and are fully operative, the basic target will be 

placed in “Very Good” column. 

1.3.2.3 The targets set should be realistic and growth oriented and be significantly higher compared to targets, for the previous year (2007-

08) and should be reflected in the BE for the year 2008-09. While evaluating the MoU for the year 2006-07, it has been observed that in case 

of a number of CPSEs there is a large difference between the targets fixed and the actual achievements for that year. This aspect needs to 

be noted while fixing the targets of the MoU for the year 2008-09, in order to have realistic targets. 

1.3.2.4 The difference in target values between "Very Good" and "Good"; "Good" and Fair"; and "Fair" and "Poor" columns should be atleast 

5% (may be uniformly at 5%). 

1.3.2.5 The difference between “Excellent” and “Very Good” targets should be significantly higher than 5%. For the industrial sector CPSEs 

(„Manufacturing and Mining CPSEs‟) in the growth phase operating below 100% capacity utilization, the differential of 10% between Excellent 

and Very Good should be maintained. In case of CPSEs operating at or above 100% capacity utilization, the Task Force may fix the 

differential between „”Excellent” and “Very Good” targets in the range of 5% to 10%. 



1.3.2.6 In case of benchmarking targets with national/ international standards, the discretion of Task Force on MOU will apply. 

1.3.2.7 The targets for qualitative indicators should be indicated in the MOU assessment formatitself. If these targets are on a time scale, 

only such target should be included which fall within the MOU year (ending 31st March, 2009). 

1.3.2.7 No provisional or conditional target fixation is permissible. Hence, all performance targets have to be unconditional. 

1.3.3 Evaluation Parameters and Weights 

1.3.3.1 Performance evaluation is based on the „Balanced Score Card‟ approach and includes both „financial‟ and non-financial parameters 

having equal weights of 50% each. The non-financial parameters are further divided into Dynamic parameters (30%), Enterprise-specific 

parameters (10%) and Sector-specific parameters (10%). 

1.3.4 Dynamic Parameters (weight: 30%) 

During the deliberations of the MOU negotiation meeting, if the Task Force comes to the conclusion that any of the dynamic parameter(s) as 

indicated in the MoU Assessment Format is not relevant to a particular CPSE, then the Task Force may evolve new parameters and adjust 

the balance weight relevant to that particular CPSE. 

1.3.5 Sector-specific Parameters (weight: 10%) 

Task Force will identify/evolve suitable sector specific parameters that reflect how the macro environment affects the performance of a 

particular CPSE, which is beyond the control of the CPSE management, and pertain to industry/sector in which the company operates. 

1.3.6 Enterprise-specific Parameter (weight: 10%) 

Enterprise-specific parameters relate to parameters like safety, environment, and ecological considerations i.e. parameters that do not get 

reflected in increased profits either during the year of investments or later but are considered important from the viewpoint of the society. 

1.3.7 In regard to both „Sector-specific‟ and “Enterprise -specific‟ parameters, the Task Force may alter weights in consultation with the 

Administrative Ministry where fine-tuning is felt necessary. This should, however, be resorted to as an exception and not in a routine manner. 

1.4 COMMITMENTS/ASSISTANCE FROM THE GOVERNMENT 

1.4.1 Commitments/assistance expected from the Government should be relevant and related to fulfilling the agreed performance targets. 

1.4.2 These obligations should have a direct bearing on the performance of the enterprise and their effect on the performance should be 

quantified. 

1.5 DEFINITIONS 

The different financial performance parameters should conform to definitions as given below: 

1.5.1 Gross Margin: - It is the profit before depreciation, interest, taxes, deferred revenue expenditure and excludes extra ordinary items 

(Net). 

1.5.2 Gross Profit: - It is the gross margin less depreciation, less deferred revenue expenditure. 

1.5.3 Net Profit: - It is the gross profit less interest and less provision for tax less extra ordinary items (Net). 

1.5.4 Net Worth: - It is the paid-up capital plus reserves less accumulated losses and deferred revenue expenditure to the extent not written 

off. 

1.5.5 Gross Block: - It represents original cost of procuring and erecting fixed assets as appearing in the annual accounts of the CPSEs at 

the end of the accounting year and takes into account additions thereto and deductions there from by way of sales and transfers 

1.5.6 Capital Employed: - It is the Gross Block less accumulated depreciation plus working capital. 

1.5.7 Gross Sales: - It means the total turnover and includes elements of excise duty, commission and discounts, etc. 



1.5.8 Added Value: - Added value is the residual after meeting the due returns to labour, capital and materials that reflects the overall 

efficiency of the CPSEs. Added value may be computed as gross margin less returns to capital, which in turn may be computed as capital 

recovery factor @4 % the capital employed for social sector CPSEs and @10% for all other CPSEs. 

  

PART- II 

2.1 METHODOLOGY AND PROCESS OF MOU EVALUATION: 

2.1.1 RAW SCORE 

2.1.1.1 Raw Score reflects where „actual performance‟ falls/belongs in relation to the 5 point scale of MOU targets (as mentioned in para 

1.3.2.1 within). If actual performance is equal to or more than the Excellent target (1), Raw score would be 1.00. If actual performance is 

equal to or less than the Poor target (5), Raw score would be 5.00. If actual performance falls in between Excellent (1) and Very Good (2) in 

that case Raw score would be 1 + (Excellent-Actual) ¸ (Excellent-Very Good). If actual performance falls in between Good (3) and Fair (4) 

target in that case Raw score would be 3 + (Good-Actual) ¸ (Good-Fair). The raw score for the rest can be similarly calculated if „the actual‟ 

falls in between other columns. 

2.1.2 COMPOSITE SCORE AND GRADING OF SCORE 

2.1.2.1 Composite score is an index of the performance of the CPSE that is calculated based on the aggregation of all the weighted 

score of “the actual achievements” vis-à-vis „the targets‟ set out on a 5-point scale. The Composite Score may either be (1), (2), (3), (4), or 

(5) or may have values between (1 to2), (2 to 3), (3 to 4) or (4 to 5). 

2.1.3 The grading of the MOU composite score will be as follows: 

MOU Composite score Grading 

1.00 - 1.50                                Excellent 

1.51 - 2.50                                Very Good 

2.51 - 3.50                                Good 

3.51 - 4.50                                Fair 

4.51 - 5.00                                Poor 

2.1.4. PROCESS OF EVALUATION 

2.1.4.1 Once the MoUs are signed between the CPSEs and the Ministries/Departments, no revision of targets will be permitted 

2.1.4.2. The self-evaluated „Performance Evaluation Report‟ shall be submitted by the CPSE at the end of financial year and should be 

based on targets finalized by the Task Force on MoU and signed by the CPSE and the administrative Ministry. 

2.1.4.3 MoU evaluation of CPSE will be done only once in the year based on audited accountsof the concerned CPSE. Those CPSEs, who 

do not submit self-evaluation report based on audited data to the Department of Public Enterprises by 31st August, 2008 will not be eligible 

for the MoU Excellence Award and the MoU Excellence Certificate. 

2.1.4.4 The concerned Syndicate Group of the Task Force on MoU would finalize the MoU Composite Score and ratings of CPSEs in each 

Syndicate by end of October, 2008. 

2.2 MoU EXCELLENCE AWARDS 

2.2.1       The total number of MoU Excellence Awards will be 12 (1 from each of the 10 Syndicate groups, 1 from the listed CPSEs, 1 from 

amongst the turnaround sick and loss making enterprises). All other excellent performing CPSEs will get MoU Excellence certificates. 

2.2.2 The following three basic principles for selection of CPSEs for MOU Excellence Awards from amongst the Syndicate groups will be 

adopted: 



(i) The profit of the CPSE in the year should be higher compared to the previous year. 

(ii) It should not be a loss-making enterprise. 

(iii) The composite score of the CPSE should not be more than 1.5 and has been rated as Excellent. 

2.2.3 As the Excellent grading has a range of 1 to 1.5, CPSEs getting a composite score upto 1.5 will be eligible for MoU Excellence Awards 

and Certificates. 

2.2.4 In case in a Syndicate Group, 2 or more CPSEs score the same, the highest growth rate of net profit over the previous year secured by 

a CPSE will be getting the Award. 

2.2.5 Ranking of CPSEs for MOU Excellence Award in the category of „listed CPSEs‟ and „sick and loss making CPSEs‟ will be done by the 

Department of Public Enterprises. 

2.2.6 Compliance of Corporate Governance will be one of the criteria for the consideration for MoU Excellence Awards. 

2.3 GENERAL POINTS 

2.3.1 The revised MoUs based on minutes of the MoU negotiation meetings should be sent through administrative Ministries/Departments for 

authentication by DPE before signing of the MoUs. 

2.3.2 The minutes of the previous year MOU negotiation meetings alongwith a list of major suggestions made during the concerned meeting 

should be annexed with the draft MOU document. 

2.3.3 (a) To ensure that MOU system is conducted effectively in the DPE, the following activities would be taken into consideration in MOU 

for the year 2008-09. 

(i)   Timely submission of Draft MOU for 2008-2009 after due discussion with Administrative Ministry/Department with the target date of 

30th November, 2008. 

(ii) Timely signing of MOU for the year 2008-09 with the target date of 31st March 2008. 

(iii) Timely submission of Performance Evaluation Report (composite score) for the year 2007-08 on the basis of Audited data 

along with the Audited Accounts, Balancesheet and Profit and Loss  

Account of the CPSE for the year 2007-08 with target date of 31st August, 2008. 

(iv) The data for compilation of Public Enterprise Survey 2007-08 including flash results for the six months ending 30th September, 

2008 should be submitted timely by the CPSEs within the target date of 15th October 2008. 

(v) Posting of the audited accounts for the year 2007-08 on the website of PSE & submission of Annual Report of 2007-08 by 31st 

August, 2008 to enable the timely preparation of PE Survey 2007-08. 

(b) These activities will carry penalty mark of 1 each for non-compliance. There will be penalty mark of 1 for each 15 days delay and 

the composite MoU score would be adjusted accordingly. The delay in data relating to PE survey would carry a penalty of 1 mark 

for each day‟s delay. 

2.3.4 All CPSEs including sick and loss making CPSEs and CPSEs under construction would sign MoU with the 

Ministries/Departments concerned by 31st March every year. In case, CPSEs do not sign or delay in signing, their performance will 

be rated at “Poor” and the same should be reflected in the Annual Confidential Reports (ACRs) of Chief Executive of CPSE 

concerned.   

2.3.5 There will be no exemption for any CPSE from signing of MoU. 

2.3.6 The revised MoUs based on minutes of the MoU negotiation meetings should be sent through administrative 

Ministries/departments for authentication by DPE before signing of the MoUs. 

2.3.7 The Action Taken Report (ATR) on the minutes of MoU negotiation meetings 2006-07 issued by DPE should be furnished 

along with draft MoU 2008-09. 
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MoU Assessment Format for Industrial CPSEs- Manufacturing and 

Mining CPSEs 

  

Evaluation Criteria 

MoU Target 

Excellent 

(1) 

V. 

Good 

(2) 

Good 

(3) 

Fair 

(4) 

Poor 

(5) 

1. 

Static/Financial 

Parameters 

Unit 

  

Weight(in 

%) 

          

a) Financial 

indicators- 

profit related 

ratios 

 

i) Gross 

margin/gross 

block 

ii) Net profit/net 

worth 

iii) Gross 

 

 

 

% 

% 

% 

 

 

 

2 

10 

10 

          



profit/capital 

employed 

b) Financial 

indicators-size 

related  

 

 i) Gross margin  

 ii) Gross sales 

(Rs. Crore) 

 

 

Rs. 

Cr. 

Rs. 

Cr. 

 

 

8 

4 

 

 

≥ 800  

≥ 3000 

 

 

600 -

800    

2250-

3000 

 

 

400-

600    

1500-

2250 

 

 

200-

400 

   

750-

1500 

 

 

≤ 

200 

   

≤ 

750 

c) Financial 

returns-

productivity 

related 

 

i) PBDIT/total 

employment 

ii) Added 

value/sales 

 

 

%  

% 

 

 

7  

9 

          

 





 





·No.3(10)/2008-DPE(MoU)
Government of India

Ministry of Heavy Industries & Public Enterprises
Department of Public Enterprises

Public Enterprises Bhawan,
Block No.14, CGO Complex,

Lodhi Road, New Delhi 110003.
Dated the 25th June I 2009

Subject: Submission of self-evaluation of MoU performance of CPSEs for the year
2008-09 on the basis of audited data - cut-off date of submission
regarding.

The undersigned is directed to refer this Department's O.M. No. 3(30)/2007-DPE
(MoU) dated 2nd November, 2007 on the "Guidelines for signing MoU between CPSEs
and Government Departments/Ministries for the year 2008-09". The guidelines inter-alia
mention the principles that to be followed in the evaluation of performance of the CPSEs
against the targets set in the MoU. The same principles are also to be adopted for the
evaluation of MoU performance of the CPSEs for the year 2008-09. The cut-off date of
submission of self-evaluation reports of the MoU performance on the basis of audited
data of CPSEs would be 31st August, 2009. The CPSEs who do not submit the self-
evaluation oy the cut-off date, will not be eligible for the MoU Excellence Award or the
MoU Excellence Certificate.

2. The Government has recently linked the MoU ratings of CPSEs with the PRP of
executives and non-unionised supervisors of CPSEs necessitating finalization of MoU
scores and ratings of CPSEs for the year 2008-09 as expeditiously as possible.

3. The administrative Ministries/Departments are. therefore, requested to advise
the CPSEs to submit their self-evaluation report of MoU performance on the basis of
audited data alongwith audited accounts, balance sheet. and profit and loss
accounts· for the year 2008·09 to OPE through their administrative
Ministries/Departments as early as possible, but well before the cut-off date i.e. 31st
August, 2009. .

%A.-~~~
(G Ramachandran)

Director
Tele:24363066

1. Administrative Ministries/Departments (as per list)
2. All CPSEs (as per list)
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Government of India 

Department of Public Enterprises 

Ministry of Heavy Industries & Public Enterprises 

No.3 (30)/2007-DPE (MoU) 

Web-site: http://dpemou.nic.in/ 

E-mail: mou-dpe@nic.in 

 
 

 

OFFICE MEMORANDUM 

Date : 10
th

 December 2009 

 

Subject:  Guidelines for Memorandum of Understanding (MoU) between CPSE 
and Government Department /Ministry for the year 2010-11. 

Please find attached a copy of the Guidelines for drafting of MoU for the Financial 
Year 2010-11. Please note the following key features: 

1.1 Applicability: All CPSEs, without exception, are required to sign MoUs; while the 
Apex/Holding companies will sign MoUs with their respective Ministries/Departments, the 
Subsidiary companies will sign MoUs with their respective Apex/Holding companies on 
the same lines as MoU is signed between a CPSE and Government of India. The MoU 
formats for all CPSEs, including the Subsidiaries, will be as attached. Those CPSEs who 
do not stick to DPE's schedule for signing of MoU will have their MoU performance rated 
as “Poor”. 

 
1.2 Financial Targets (Static parameters): The basic targets of Gross Sales, Turnover, Gross 

Margin, Net Profit, Net Worth should be projected based on last five years’ actuals 
subject to the condition that they are at least 10% higher than the expected achievement 
for 2009-10, or achievement in 2008-09, whichever is higher. Financial Parameters 
should be fixed using DPE's definitions as appearing in these guidelines(Annexure-I). 
Some common definitional errors (Annex- II) should be avoided.  Industrial growth  
forecast by CMIE for 2010-11 (Annex-XI) can be referred to while projecting financial 
targets  

 

1.3 Non-financial Targets :  These should be consistent with the proposed  Annual Plan and 
budget of the department, and Corporate Plan of the CPSE for 2010-11. Major ongoing 
projects being monitored by the Department of Statistics and Program Implementation 
should be included .The non-financial targets should be SMART (Specific, Measurable, 
Attainable, Results-oriented, Tangible). Targets should be included to assess the 
performance of the CPSE under Corporate Social Responsibility, for which at least 5% 
marks shall be earmarked. To the extent possible, the targets for non-financial 
parameters should be independently verifiable, and CPSE should also specify the 
agency and means of their verification. 

 

 
 

 

http://www.dpe.nic.in/
http://www.dpe.nic.in/
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1.4  Task Force: The Task Force will commence negotiation meetings from January 2010 to 

evaluate and finalise the MoUs in respect of Apex/Holding CPSEs and their Subsidiary 
Companies. 
 

1.5 Time-line: An advance copy  of the draft MoU for 2010-11, including enclosed Annexures 
and a copy of the Corporate Plan for the CPSE and its Subsidiary companies,  after 
taking the approval of their Board may be got sent to DPE in hard and soft copy by 
18.12.2009. The main copy can be sent to DPE through the administrative 
Ministry/Department by the 29.12.2009.  

 
2. CPSEs under the administrative control of your Ministry/Department may be advised 
to draft MOU for the year 2010-11 on the basis of the enclosed Guidelines. These guidelines 
are also available on DPE website http://www.dpemou.nic.in   These guidelines are 
tentative to facilitate timely preparation of MoU for 2010-11.Modifications, if any, in these 
guidelines  on the basis of decisions of High Power Committee will be issued before the 
meetings  of the Task Force. 

 

 

(J.R.Panigrahi) 

Director (MoU) 

 

To:  Secretaries to the Government of India (as per list) 

 

Copy to: Chief Executives of PSEs (as per list) 
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Public Enterprises Bhavan 
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MoU Guidelines for the drafting of MoU for the year 2010-11  

 

 

Memorandum of Understanding (MoU) is a negotiated agreement and contract between the 

Government and the Management of the Central Public Sector Enterprise (CPSE).  It is 

intended to evaluate the performance of the CPSE at the end of the year vis-à-vis the targets 

fixed in the beginning of the year.  CPSE shall follow the below listed guidelines and format 

while drafting the MoU document. 

 

 

Part I 

 

1. MISSION AND OBJECTIVES OF THE CPSE  

 

1.1 MISSION/VISION: 

 

 

 

 

 

 Mission should be a concise statement incorporating the rationale for the existence of 

the enterprise and its business/activities. 

 

 The Mission statement should be formulated keeping in view fresh initiatives being 

planned or /and under active consideration by the enterprise. 

 

 

 

 

1.2 OBJECTIVES OF THE CPSE 

 

      

 

 The objectives should be related to the mission of the enterprise and listed in order of 

priority as approved by the Board of Directors of the enterprise. 

 

 These objectives should cover quantitative and qualitative; commercial and non-

commercial; and static as well as dynamic aspects of the operations of the enterprise. 

 

 Efforts should be made to ensure that all the objectives get reflected in the MoU 

Assessment Format.  
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1.3 COMMITMENTS/ASSISTANCE FROM THE GOVERNMENT 

 

 

 

 

 Commitments/assistance expected from the Government should be relevant 

and related to the fulfilment of the agreed performance targets. 

 

 

   These obligations should have a direct bearing on the performance of the 

enterprise, and their effect on the performance should be quantified. 
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     2. PERFORMANCE ASSESSMENT TARGETS AND THEIR 

DETERMINATION 
  

2.1.1      Performance evaluation is based on the ‘Balanced Score Card’ approach and 

includes both “financial” and “non-financial parameters” having equal weights 

of 50% each.   

 

2.1.2 With a view to distinguishing ‘excellent performance’ from  ‘ poor performance’, 

5   different performance targets should be fixed in the MoU assessment format 

on a 5 point scale in the ascending order, that is, (1) ‘ Excellent’, (2) ‘Very 

Good’, (3) ‘ Good’, (4) ‘ Fair’ and (5) ‘ Poor’. 

 

2.1.3  The basic target (B.T.) will be placed in "Good" column in respect of CPSEs 

which are in growth phase   and are operating below 100% capacity utilization. 

For CPSEs which are performing near or above 100% capacity utilization and are 

fully operative, the basic target will be placed in “Very Good” column.  

 

2.1.4        No provisional or conditional target fixation is permissible.  Hence, all performance 

      targets should be unconditional. 

 

2.1.5   Once the MoUs are signed between the CPSEs and the administrative 

Ministries/Departments,    no revision of targets will be permitted 

 

2.2 Financial Targets (Static) 

  

 Definitions of Financial Parameters:   All the financial parameters 

should conform to definitions which are adopted in the Public Enterprises Survey 

and are given in Annexure - I attached. 

 

2.2.1 Common deviations relating to definitional issues on the financial parameters 

(refer Annexure -II) should be avoided.  

 

2.2.2        CPSE will give a self certification (Annexure- X) at the end of the MoU to the 

effect that while arriving at the targets for negotiation by calculating the financial 

parameters and management ratios, the definitions and norms laid down in the 

MoU guidelines of DPE have been strictly and scrupulously followed and no 

deviations have been made. 

 

 
2.2.3        The targets set should be realistic, growth oriented and be at least 10% higher 

compared to the MoU targets for the previous year (2009-10), anticipated 

achievement in 2009-10 or actual achievement in 2008-09, whichever is the 

highest. These targets should be reflected in the Budget Estimates (BE) for the 

year 2010-11. While evaluating the MoU for the year 2008-09, it has been 

observed that in the case of a number of CPSEs there is a large difference 

between the targets fixed and the actual achievements for that year.  Thus, while 

fixing targets for the MoU for the year 2010-11, the following methodology shall 

be followed:  

 

 

  2.2.4   To determine the basic target (BT) for primary parameters like Gross Sales , 
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Turnover ,Gross Margin, Net Profit , Net Worth,, the actual achievement of  

past 5 years(Annexure -IX)  can be taken and a trend line projected by using 

any suitable regression method; the projections so estimated can be modulated 

considering factors such  as business environment, projects under implementation 

and Company’s growth forecast to arrive at Basic Target, which should reflect at 

least 10% growth in the primary parameters on anticipated achievement for the 

current year or actual achievement of the previous year, whichever is  higher.  

Thus a realistic and growth oriented target for the ensuing financial year should be 

fixed. The targets for other financial parameters and management ratios can then 

be derived. For CPSEs which have only recently started signing MoUs, the 

projection shall be done using available data.  

  

2.2.5       The difference in target values between "Very Good" and "Good"; "Good" and   

Fair"; and "Fair" and "Poor" columns should be at least 5%. 

 

2.2.6 The difference between “Excellent” and “Very Good” targets: For the industrial 

sector CPSEs (‘Manufacturing and Mining CPSEs’) in the growth phase and 

operating below 100% capacity utilization, the differential of 10% between 

“Excellent” and “Very Good” should   be maintained. In case of CPSEs operating 

at or above 100% capacity utilization, the Task Force may fix the differential 

between ‘”Excellent” and “Very Good” targets in the range of 5% to 10%. 

 

2.2.7 In case of benchmarking targets with national and/or international standards, the 

discretion of Task Force on MoU will apply. 

     

2.3  Non-Financial Targets 
 

2.3.1        A CPSE can select non-financial parameters in consultation with the administrative 

Ministry/Department which are considered crucial to its functioning and 

fulfillment of its objectives. However, non-financial targets fixed should be 

SMART (Specific, Measurable, Attainable, Results-oriented, Tangible), 
clearly identifiable and verifiable and which should be decided a priori. While 

setting targets for non-financial parameters at the time of MoU negotiation 

meetings and similarly,  at the time of showing achievements of targets during 

self evaluation,  CPSEs  should obtain prior approval of their Board and then 

send it to DPE through their administrative Ministry/Department.  

2.3.2         Dynamic Parameters   

During the deliberations of the MoU negotiation meeting, if the Task Force comes 

to the conclusion that any of the dynamic parameter(s) as indicated in the MoU 

Assessment Format is not relevant to a particular CPSE, then the Task Force may 

evolve new parameters and adjust the balance weight relevant to that particular 

CPSE.   

 

2.3.3  Ongoing projects implemented by CPSEs of various central Ministries and 

monitored by Ministry of Statistics and Programme Implementation   should be 

included in non financial targets.  

2.3.4    Sector-specific Parameters   

Task Force will identify/evolve suitable sector specific parameters that reflect how 

the macro environment affects the performance of a particular CPSE, which is 
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beyond the control of the CPSE management and pertain to  the industry/sector in 

which the CPSE operates. 

 

2.3.5     Enterprise-specific Parameters   

 

Enterprise-specific parameters relate to parameters like safety, environment, and 

ecological considerations ,i.e. parameters that do not get reflected in increased 

profits either during the year of investments or later ,but are considered important 

from the viewpoint of the society. 

  

2.3.6  In regard to both “Sector-specific” and “Enterprise –specific” parameters, the Task 

Force may alter weights in consultation with the Administrative Ministry where 

fine-tuning is felt necessary.   

 

 

2.3.7      Corporate Social Responsibility 

  A CPSE should include targets  to assess its  performance under Corporate Social 

Responsibility, for which at least 5% marks shall be earmarked. 
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     3.    ENCLOSURES WITH DRAFT MoU 

 
3.1  Key financial indicators of CPSEs relating to last five years along with MoU 

targets for 2010-11 should be submitted  in format enclosed. (Annexure IX)  

 

3.1.1  MOU Assessment Format for different sectors 

  

 In case  of the CPSEs falling in the categories of ‘Industrial sector’, 

(Manufacturing & Mining sector),  ‘Social sector’, ‘Trading & Consulting 

sector ’and ‘Financial sector’, the different CPSEs may adopt the MoU 

assessment format enclosed .( Annex- III-VI.)  

 

 ‘Sick & Loss making CPSEs’ and ‘CPSEs under Construction’ may adopt the 

MoU assessment format enclosed.( Annex – VII-VIII). 

 

3.1.2     The  SDR minutes of the MoU negotiation meetings  (2009-10) along with the 

Action Taken Report (ATR) on the minutes of MoU negotiation meetings 

(2009-10) issued by DPE should be annexed with the draft  MoU 2010-11 

 

3.1.3  A CPSE should submit three copies each of Corporate Plan , Annual Report 

for 2008-09,  and Reviewed  Financial results for the period up to September  

2009 to DPE and separately to Task Force Members of the concerned 

Syndicates which will be intimated later on. 
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    4.  MoU SIGNING PROCESS AND TIMELINES 

 
 4.1 All CPSEs, without exception, are required to sign MoUs; while the Apex/Holding 

companies will sign MoUs with their respective Ministries/Departments, the 

Subsidiary companies will sign MoUs with their respective Apex/Holding 

companies on the same lines as MoU is signed between a CPSE and Government of 

India. The MoU formats for all CPSEs, including the Subsidiaries, will remain as 

attached. Those CPSEs who do not stick to DPE's schedule for signing of MoU will 

have their MoU performance rated as “Poor”. 

  

4.1.1 The revised MoUs based on minutes of the MoU negotiation meetings should   be 

sent by all CPSEs including Subsidiary Companies through administrative 

Ministries/Departments for authentication by DPE before signing of the MoUs..  

 

4.1.2     To ensure that MoU system is conducted effectively in the DPE, Administrative    

Ministry/Department & CPSEs including Subsidiary Companies  shall follow the 

following timelines:   

  

(i) Timely submission of Draft MoU for 2010-11 after due discussion with 

Administrative Ministry/Department with the target date of 18th  

December 2009. The main copy can be sent to DPE through the 

administrative Ministry/Department by 29.12.2009. 

 

(ii) Timely signing of MoU for the year 2010-11 :  Submission of copy of MoU 

signed between CPSE and Administrative Ministry/ Department ; and   

between Subsidiary  Company and  Apex /Holding CPSE,  within the target 

date of 15
th

  March 2010.  

 

(iii) Timely submission of Performance Evaluation Report (composite score) 

for the year 2009-10 on the basis of Audited data along with the Audited 

Accounts, Balance Sheet and Profit and Loss  

Account of the CPSE for the year 2009-10  to DPE  after approval of the 

Board of CPSE and  through their administrative Ministry/Department 

within the target date of 31
st
 August 2010.Any delay in submission of 

Performance Evaluation Report with annual audited data will 

disentitle a CPSE for  MoU Excellence Awards / Certificates and 

Performance Related Pay(PRP). 
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 5. MoU EVALUATION 
 

5.1      PROCESS OF EVALUATION  

 

        MoU evaluation of CPSE will be done only once in the year based on audited 

annaual accounts of the concerned CPSE.  

 

5.1.1  The concerned Syndicate Group of the Task Force on MoU would finalize the 

MoU Composite Score and Ratings of CPSEs in each Syndicate by the end of 

November. 

 

5.1.2    RAW SCORE 

 

 Raw Score reflects the ‘actual performance’ in relation to the 5- point scale of 

MoU targets (as mentioned in para 2.1.2 above).  If actual performance is equal to 

or more than the “Excellent” target (1), Raw score would be 1.00.  If actual 

performance is equal to or less than the “Poor” target (5), Raw score would be 

5.00.  If actual performance falls in between “Excellent” (1) and “Very Good” (2) 

in that case Raw score would be 1 + (Excellent-Actual)  (Excellent-Very Good).  

If actual performance falls in between “Good” (3) and “Fair” (4) target, in that 

case Raw score would be 3 + (Good-Actual)  (Good-Fair).  The Raw score for 

the rest can be similarly calculated if ‘the actual’ falls in between other columns. 

 

5.1.3  COMPOSITE SCORE AND GRADING OF SCORE 

 

 Composite score is an index of the performance of the CPSE which is calculated 

as the aggregate of all the weighted score of “the actual achievements” vis-à-vis 

‘the targets’ set out on a 5-point scale. The Composite Score may either be (1), 

(2), (3), (4), or (5) or may have values between (1 to2), (2 to 3), (3 to 4) or (4 to 

5).   

 

5.1.4    The grading of the MOU composite score will be as follows: 

  

MoU Composite score   Grading 

1.00 - 1.50    Excellent 

1.51 - 2.50    Very Good 

2.51 - 3.50    Good 

3.51 - 4.50    Fair 

4.51 - 5.00    Poor 
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6.   MoU EXCELLENCE  AWARDS 
 

6.1.   The total number of MoU Excellence Awards will be 12 (1 from each of the 10 

Syndicate groups, 1 from the listed CPSEs, 1 from amongst the turnaround sick and 

loss making enterprises). All other ‘Excellent’ performing CPSEs will get MoU 

Excellence certificates. 

 

6.1.1 The following three basic principles for selection of CPSEs for MoU Excellence    

Awards  and Certificates from amongst the Syndicate groups will be adopted: 

 

(i) The profit of the CPSE in the year should be higher compared to the 

previous year. 

(ii) It should not be a loss-making enterprise. 

(iii) The composite score of the CPSE should not be more than 1.5 

(Excellent rating). 

 

6.1.2      In case two or more CPSEs score the same MoU composite score in a Syndicate 

Group, the CPSE recording the highest growth rate of net profit over the previous 

year will get the Award. 

 

6.1.3    Ranking of CPSEs for MoU Excellence Award in the category of ‘listed CPSEs’   

and ‘sick and loss making CPSEs’ will be done by the Department of Public 

Enterprises. 

 

6.1.4    Compliance of Corporate Governance will be one of the criteria for the 

consideration of MoU Excellence Awards.  
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ANNEXURE-I 

Definitions of Financial Parameters 
 

 Gross Margin: - represents excess of income over expenditure before providing for 

depreciation, interest on loans, taxes (including deferred taxes), extra ordinary items, 

prior period adjustments and appropriations to reserves. 

 

 Gross Profit: - means excess of income over expenditure before providing for 

interest, taxes( including deferred taxes), extra ordinary items, prior period 

adjustments and appropriations to reserves. 

 

 Net Profit: - means excess of operating income over expenditure after providing for 

depreciation, interest, taxes (including deferred taxes), extra ordinary items, prior 

period adjustments but before providing for appropriations to reserves. 

 

 Profit before taxes including deferred taxes and EP (PBTEP) means excess of 

income over expenditure before providing for taxes (including deferred taxes), extra 

ordinary items, prior period adjustments and appropriations to reserves. 

 

 Profit before EP (PBEP) means excess of income over expenditure after providing 

for depreciation, interest, taxes but before providing extra ordinary items, prior period 

adjustments and appropriations to reserves. 

 

 Net Worth: - means paid up capital, share application money pending allotment and 

reserves less accumulated losses and deferred revenue expenditure to the extent not 

written off.  

 

 Gross Block: - represents original cost of procuring and erecting fixed assets   as 

appearing in the annual accounts of the CPSEs at the end of the accounting  year and 

takes into account additions thereto and deductions there from by way  of sales and 

transfers 

 

 Capital Employed: - means Gross Block of fixed assets less accumulated 

depreciation plus working capital. 

 

 Working Capital - means all current assets, loans and advances less current liabilities 

and provisions excluding cash credits and bank overdrafts.  

 

 Gross Sales: - represents the total turnover and includes elements of excise duty, 

commission and discounts, etc.  

 

 Turnover/Operating Income - means the aggregate amount for which sales are 

affected by the company including excise duty and receipts from operations / services 

rendered.  

 

 Added Value: - Added value is the residual after meeting the due returns to   labour, 

capital and materials that reflects the overall efficiency of the CPSEs.    Added value 

may be computed as gross margin less returns to capital, which in      turn may be 

computed as capital recovery factor @4 % the capital employed for   social sector 

CPSEs and @10% for all other CPSEs.   

 

 Net Loss means excess of expenditure (including depreciation, interest, taxes, extra 

ordinary items, prior period adjustments but before providing appropriations to 

reserves) over operating income.  
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 Return on Equity-  It has been computed by deducting dividend on preference shares 

from Net Profit and divided by Net Worth as adjusted by the amount of preference 

share capital. 

 

 Earning Per Share: It is computed by dividing Net profit with paid-up capital and 

multiplying it by face value of each share i.e. Rs.10/-. For the purpose of uniformity 

and comparability face value of equity shares of each CPSEs has been assumed at 

Rs.10/- per share.  
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       Annexure II 
Some Common Deviations in MoU Self-Assessment 

from DPE guidelines 
1. Failure to rely on figures appearing in Audited Accounts of the CPSE, or relying on qualified 

Audited statement. 

 

2. Prior period adjustments or extra ordinary items have been included in Gross Margin/Gross 

Profit by CPSEs, whereas as para 1.5.1, and 1.5.2 of MoU guidelines, 2008-09 vide DPE No. 

3(30/2007-DPE(MoU) dtd. 02-11-2007  read with Public Enterprises Survey, gross 

margin/profit should exclude the impact of  extra ordinary items.  

 

3. Other income has been included in Gross Sales/Gross Turnover, whereas as per para 1.5.7 of 

MoU guidelines, 2008-09 vide DPE No. 3(30/2007-DPE(MoU) dtd. 02-11-2007 read with 

Public Enterprises Survey,  gross sales means the total turnover .Other income should  not  

be considered as a part of  turnover. Gross sales represent total turnover and includes 

elements of excise duty, commission and discounts etc. Turnover means the aggregate 

amount for which sales are affected by the company including excise duty and receipt from 

operations/ service rendered. It should exclude any other income accrued for non-

operational reasons. 

 

4. Cash and Bank Balance is to be included in current Assets and Capital employed.  As per para 

1.5.6 of MoU guidelines, 2008-09 vide DPE No. 3(30/2007-DPE(MoU) dtd. 02-11-2007 read 

with Public Enterprises Survey,  capital employed means gross block less accumulated 

depreciation plus working capital ;and working capital is total current assets minus total 

current liabilities. A few CPSEs have not included cash and bank balance in their current 

assets and capital employed. 

 

5. Difference in added value: As per para 1.5.8 of MoU guidelines, 2008-09 vide DPE No. 

3(30/2007-DPE(MoU) dtd. 02-11-2007,  added value may be computed as gross margin less 

return to capital , which may  be computed as capital recovery factor @4% the capital 

employed for the social sector CPSEs and @10% for all other CPSEs. But, a few CPSEs have 

calculated it differently (i.e  value added  as gross sales less material cost instead of gross 

margin, lower capital  recovery factor,  capital employed of units commissioned  etc).  

6. For oil companies, Gross Margin/Net Profit has been worked out on the basis of audited 

accounts and no adjustments have been made for under recoveries (positive or negative),  

since provisions were not made in audited accounts.  

 

7. For power generation companies, net worth/capital employed /gross block should be 

worked out on the basis of audited accounts of the CPSE as a whole, instead of considering  

only power producing plant/units. A few CPSEs are now working out these financial 

parameters   by considering only the units producing power and excluding projects under 

constructions/station under repairs. For working out PBDIT/Total Employment, a few CPSE’s 

are considering number of employees of Power plants producing power/stations under 

commission instead of total employment of CPSE. 
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Annex III 

 

MoU Assessment Format for Industrial CPSEs- 

Manufacturing and Mining CPSEs  

 

Evaluation Criteria  

MoU Target  

 

 

Excellent  

(1) 

 

V. 

Good 

(2) 

 

Good 

(3) 

 

Fair 

(4) 

 

Poor 

(5) 

 

1. Static/Financial Parameters 

  

Unit 

 
Weight 

(in %) 

     

 

a) Financial indicators- 

profit related ratios 

 

 i) Gross margin/gross block 

 ii) Net profit/net worth 

 iii) Gross profit/capital employed 

 

 

 

 

 

% 

% 

% 

 

 

 

 

2 

10 

10 

 

     

 

b) Financial indicators-size related 

 i) Gross margin  

 

 ii) Gross sales (Rs. Crore) 

 

 

 

Rs. 

Cr. 

Rs. 

Cr. 

 

 

8 

 

4 

     

 

c) Financial returns-productivity related 

 

 i) PBDIT/total employment 

 ii) Added value/sales 

 

 

 

 

 

% 

% 

 

 

 

 

7 

9 

 

 

     

 

Sub-total 1 (a + b + c) 

 

  

50 

     

 

2. Dynamic Parameters * 

 

       

 

d) Quality (ISO certification, 

internalization of quality within 

SBU/products) 

 

  

 

 

     

 

e) Customer Satisfaction (Customer 

orientation) 

 

  

 

     

 

f) HRD (Employee training and 

motivation) 

  

 

     



 

 

 15 

 

g) R&D/ for sustained & continuous 

innovation 

 

  

 

     

 

h) Project implementation 

(modernization and expansion) 

 

  

 

     

 

i) Capital Expenditure/Greenfield 

investments/Joint Ventures 

 

  

 

     

 

j) Extent of globalization 

(internationalization, joint ventures, 

exports, strategic, market presence in 

emerging economies, 

internationalization along value chain) 

 

  

 

 

     

 

Sub-total (d + e + f + g + h + I +j) 

 

       

 

3. Sector-specific Parameters 

 

  

 

     

 

4. Enterprise-specific Parameters  

 

  

 
     

 

Total (1+2+3 + 4) 

 

 100      

 

*Means of verification of non financial targets under dynamic 

parameters should be specified by CPSE  
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Annex IV 

 

MoU Assessment Format for ‘Trading and Consulting sector’ 

 

 

Evaluation Criteria 

 MoU Target  

  

Excellent  

(1) 

 

V.Good 

(2) 

 

Good 

(3) 

 

Fair 

(4) 

 

Poor 

(5) 

1. Static/Financial 

Parameter  

 

Unit 

 

 

Weight 

(in %) 

     

 

a) Financial indicators- profit 

related ratios 

 

 i) Gross margin/Gross sales 

 ii) Operating 

turnover/Employee 

 

 

 

 

 

% 

% 

 

 

 

 

10 

12 

 

     

 

b) Financial indicators-size 

related  

 i) Gross margin 

 

 ii) Gross sales 

 

 

 

 

Rs. Cr. 

 

Rs. Cr. 

 

 

 

8 

 

4 

     

 

c) Financial returns- 

productivity related 

 

 i) PBDIT/total employment 

 ii) Added value/sales 

 

 

 

 

 

% 

% 

 

 

 

 

 

7 

9 

     

 

Sub-total 1 (a + b + c) 

 

 

 

 

 

50 

     

 

2. Dynamic Parameters * 

 

 

 

 

      

 

d) Quality (ISO certification, 

internalization of quality 

within SBU/products) 

 

 

 

 

 

 

 

 

     

 

e) Customer Satisfaction 

(Customer orientation) 

 

  

 

     

 

f) HRD (Employee training 

and motivation) 

 

 

 

 

 

 

 

     

 

g) R&D/ for sustained & 
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continuous innovation 

 

 

h) Project implementation 

(modernization and 

expansion) 

 

 

 

 

 

 

 

     

 

i) Capital 

Expenditure/Greenfield 

investments/Joint Ventures 

 

  

 

     

 

j) Extent of globalization 

(internationalization, joint 

ventures, exports, strategic, 

market presence in emerging 

economies, 

internationalization along 

value chain) 

 

  

 

 

     

 

Sub-total (d + e + f + g + h + 

I + j) 

 

  

 

     

 

3. Sector-specific 

Parameters 

 

 

  

 

     

 

4. Enterprise-specific 

Parameters  
 

 

  

 

     

Total (1+2+3+4)  100      

 

*Means of verification of non financial targets under dynamic 

parameters should be specified by CPSE  
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Annex -V 

 

MoU Assessment Format for ‘ Social sector’ 

 

 

Evaluation Criteria  

 MoU Targets  

 

Excellent 

(1)  

 

V. Good 

(2) 

 

Good 

(3) 

 

Fair 

(4) 

 

Poor 

(5) 

1. Static/Financial 

Parameters  

 

Unit Weight 

(in %) 

     

a) Financial indicators- 

profit related 

 

  

     22 

 

     

b) Financial indicator-size 

related  

 i) Gross margin  

 ii) Gross sales  

 

 

 

Rs. Cr. 

Rs. Cr. 

     8 

 

 

4 

     

c) Financial returns-

productivity related 

  

i) PBDIT/total employment 

 ii) Added value/sales 

  

 

 

7 

9 

     

 

Sub-total 1 (a + b + c) 

 

 

 

 

 

50 

     

2. Dynamic Parameters *  

 

 

      

d) Quality (ISO certification, 

internalization of quality 

within SBU/products) 

 

  

 

     

e) Customer Satisfaction 

(Customer orientation) 
  

 

     

f) HRD (Employee training 

and motivation) 

  

 

     

g) R&D/ for sustained & 

continuous innovation 

  

 

     

h) Project implementation 

(modernization and 

expansion) 

  

 

     

i) Capital Expenditure/ 

Greenfield 

investments/Joint Ventures 

 

       

j) Extent of globalization 

(internationalization, joint 

ventures, exports, strategic, 

market presence in 

emerging economies, 

internationalization along 
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value chain) 

 

Sub-total (d + e + f + g + 

h + I + j) 

 

  

 

     

 

3.Sector-specific 

Parameters  
 

  

 

     

 

4. Enterprise-specific 

Parameters 

  

 

     

 

Total (1+2+3 +4) 

 

 

 

 

 

100 

     

         

 

*Means of verification of non financial targets under dynamic parameters  

should be specified by CPSE 
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Annex VI 

MoU Assessment Format for ‘Financial sector’ 

 

 

 

Evaluation Criteria 

 MoU Target 

 

Excellent  

 

V.Good 

 

Good 

 

Fair 

 

Poor 

1. Static/Financial 

Parameters  

Unit Weight 

(in %) 
 

(1) (2) (3) (4) (5) 

a) Financial indicators-profit 

related 

  

i) Disbursements 

 ii) Resource Mobilization 

 iii) Loan Sanctions 

 iv) Projects commissioned in 

value terms 

 v) Financial returns 

(difference in cost of 

borrowing and disbursements) 

 22 

 

 

 

 

     

 

b) Financial indicator-size 

related 

  i) Gross margin   

 

 ii) Gross sales (Rs. Crore) 

 

 

 

 

Rs. Cr. 

 

Rs. Cr. 

 

 

 

8 

 

4 

     

 

c) Financial returns- 

productivity related 

 i) PBDIT/total employment 

 ii) Added value/sales 

 

  

 

7 

9 

 

     

 

Sub-total 1 (a + b + c) 

 

 

 

 

 

50 
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*Means of verification of non financial targets under dynamic 

parameters should be specified by CPSE 

 

 

 

2. Dynamic Paramters*  

 

 

 

 

 

  

     

d) Quality (ISO certification, 

internalization of quality 

within SBU/products) 

 

 

 

      

e) Customer Satisfaction 

(Customer orientation) 

       

f) HRD (Employee training 

and motivation) 

 

 

      

g) R&D/for sustained & 

continuous innovation 

       

h) Project implementation 

(modernization and expansion) 

       

i) Capital Expenditure/ 

Greenfield investments/Joint 

Ventures 

       

j) Extent of globalization 

(internationalization, joint 

ventures, exports, strategic, 

market presence in emerging 

economies, internationalization 

along value chain) 

       

Sub-total (d+e+f+g+h+I+j)  

 

      

3. Sector-specific Parameters 

 

       

4. Enterprise -specific 

Parmeters 

       

 

Total (1+2+3+4) 

 

 

 

100 
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Annex VII 

MoU Assessment Format  for ‘ Sick and Loss making CPSEs’ 

 

 

Evaluation Criteria  

MoU Target  

 

 Excellent  

(1) 

 

V. Good 

(2) 

 

Good 

(3) 

 

Fair 

(4) 

 

Poor 

(5) 

1. Static /Financial 

Parameters (50%)  

Unit Weight 

(in %) 

     

1.1 Gross Sales  

  

1.2 Gross Margin  

 (Profit before Interest,         

Depreciation,  Tax, 

Amortization, Extra Ordinary   

Items) 

 

1.3 Gross Profit  

  

1.4   Net Profit    

(Profit after Tax before Extra 

ordinary items) 

 

1.5 Added Value   

Rs. Cr. 

 

Rs. Cr. 

 

 

 

 

 

Rs. Cr. 

 

  

 

 

 

 

Rs. Cr. 

10 

 

10 

 

 

 

 

 

10 

 

10 

 

 

 

 

10 

     

Sub-total 1 

(1.1+1.2+1.3+1.4+1.5) 
 

 

50      

2. Dynamic Parameters* 

(30%) 

 

       

2.1 Physical Targets   

  

2.2  Order Booking  

 

2.3   Quality     

  

2.4   Customer Satisfaction 

   

2.5  Project Implementation 

     (Modernization/Expansion) 

 

2.6 Capital Expenditure/ 

Greenfield   Investments/ Joint 

Ventures 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

     

Sub-total-2. 

(2.1+2.2+2.3+2.4+2.5+2.6) 
       

3. Sector Specific 

Parameters 

 

 

 

      

4.  Enterprise Specific 

Parameters 

       

Total (1+2+3+4)  100      

 

*Means of verification of non financial targets under dynamic 

parameters should be specified by CPSE 
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Annex VIII 

 

MoU Assessment Format for ‘CPSEs Under Construction’  

 

 

Evaluation Criteria  

MoU Target  

 

 Excellent  

(1) 

 

V. Good 

(2) 

 

Good 

(3) 

 

Fair 

(4) 

 

Poor 

(5) 

1. Project  Related 

Parameters 

Unit Weight 

(in %) 

     

1.1     Physical Achievement  

           (Time over    run) 

  

1.2     Project Cost (Cost over 

run)  

 25 

 

 

25 

     

Sub-Total (a+b)  50      

2. Dynamic Parameters *        

2.1   Corporate Plan/Vision 

   

2.2     Project Implementation 

 

 

 

 

 

 

 

     

Sub-Total (a+b)        

3. Sector Specific Variables  

 

 

 
      

4. Enterprise Specific 

Variables  
 

       

Total (1+2+3+4)  100      

 

*Means of verification of non financial targets under dynamic parameters  

should be specified by CPSE  
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Annexure-IX 

Rs.in Crores 

 

            

Particulars 2005-

06 

2005-06 2006-07 2006-07 2007-08 2008-09 2009-10 2009-10 2009-

10 

 MoU ACTUAL MoU ACTUAL MOU ACT

UAL 

MOU ACTU

AL 

Acutal 

upto Sept. 

Anticipat

ed 

MoU 

Production 

 
           

Gross Sales            

Gross Margin             

Profit before tax            

Gross Block            

Less dep            

Net block            

share capital of 

CPSE 

           

Reserves & surplus 

of CPSE  

           

Less deferred reve 

exp / pre-

acquisition loss 

           

Less Profit & Loss 

A/c 

           

Net worth of CPSE            

Investment            

Sundry 

debtors/sales 

           

Inventory            

Total Current 

assets  
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Total current 

liabilities & 

provision  

           

Net current assets             

Capital employed ( 

Net block + net 

current assets) 

           

Total debt (loan 

funds) 

           

total assets            

No of employess  

of CPSE 

           

Dividend paid            

Add value ( gross 

margin less capital 

recovery factor 4% 

of capital employed 

for social sector 

and 10% for other 

CPSE)  

           

Ratio            

Debt/equity            

Return on Net 

worth  ( % age) 

           

PBDIT/ Total 

employment of 

CPSE (Rs.) 

           

Gross 

Profit/Capital 

employed (% age) 

           

Net Profit / Net 

Worth (% age) 

           

Working  of            
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gross margin 

Net profit            

Tax            

Net profit before 

tax 

           

add Prior period            

add extra 

ordinary items 

           

Profit before prior 

period 

           

add Interest            

Gross profit            

add depreciation            

Misc. expenditure 

written off  

           

Gross Margin 

before Interest, 

depreciation & 

misc. expenditure 

written off 

           

  

 

 

 

 

Additional for  

Fiinancial Sector 

           

 Financial 

Indicator-profit 

related 
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i)   Disbursement            

ii)  Resource 

Mobilisation  

           

iii)  Loan 

sanctions 

           

iv)  Project 

Commissioned in 

value terms 

           

v) financial return 

( difference of 

cost of borrowing 

& disbursement 

           

Additional for 

'Trading &  

Consultancy 

Sector’ 

           

i) Gross margin/ 

gross sales 

           

ii) Operating 

turnover/ Total 

No of employee 

of CPSE 

           

 Gross margin - 

profit before 

interest, 

depreciation, tax 

including 

deferred tax, 

amortisation, 

prior period 

adjustment a/c & 

extra ordinary 

items - Rs in 
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Crores 

Net profit after 

tax but before 

extra ordinary 

items and prior 

period adjustment 

a/c 

           

ADD VALUE  ( 

Rs in crores) 
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 ANNEXURE-X 

 

Self declaration/certification by CPSE 

 

It is hereby certified that the targets and actual achievements in respect of   financial parameters 

have been worked out as per MoU Guidelines by adopting the norms and definitions   laid down 

in   MoU Guidelines for the year 2010-11.  In case, any deviation is found at the time of 

appraisal of performance, DPE is free to evaluate as per audited accounts as   per MoU 

Guidelines. CPSE has no right of claim in this regard. 

 

 

Authorised Signatory 
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No.3(9)/2010-DPE (MoU) 

Government of India 

Ministry of Heavy Industries & Public Enterprises 

Department of Public Enterprises 
(MoU Division) 

Web-site: http://dpemou.nic.in/ 

E-mail: mou-dpe@nic.in 
 

Public Enterprises Bhavan, 

Block No. 14, 3rd Floor,  

CGO Complex, Lodhi Road,  

New Delhi -110 003 

Dated : 30
th

 November, 2010 

OFFICE MEMORANDUM 

Subject:    Guidelines for Memorandum of Understanding (MoU) between CPSE and 

Government Department /Ministry for the year 2011-12. 

         Please find attached a copy of the Guidelines for drafting of MoU for the 

Financial Year 2011-12. Please note the following key features: 

1.1 Applicability: All CPSEs (Holding as well as Subsidiaries), without exception, are 

required to sign MoUs; while the Apex/Holding companies will sign MoUs with their 

administrative Ministries/Departments, the Subsidiary companies will sign MoUs with 

their respective Apex/Holding companies on the same lines as MoU is signed between a 

CPSE and Government of India. The MoU formats for all CPSEs, including the 

Subsidiaries, will be as attached. Those CPSEs who do not stick to DPE's schedule for 

signing of MoU will have their MoU performance rated as “Poor”. 

 

1.2 Financial Targets (Static parameters): The basic targets of Gross Sales, Turnover, 

Gross Margin, Net Profit, Net Worth should be projected based on last five years‟ actuals 

subject to the condition that they are at least 10% higher than the expected achievement 

for 2010-11, or achievement in 2009-10, whichever is higher. Financial Parameters 

should be fixed using DPE's definitions as appearing in these guidelines (Annexure-I). 

Some common definitional errors (Annexure- II) should be avoided.  Industrial and 

Economic Outlook by CMIE for 2011-12 (Annexure-XII) can be referred to while 

projecting financial targets.  

 

1.3 Non-financial Targets :  These should be consistent with the proposed  Annual Plan and 

budget of the department, and Corporate Plan of the CPSE for 2011-12. Major ongoing 

projects being monitored by the Department of Statistics and Program Implementation 

http://www.dpe.nic.in/
http://www.dpe.nic.in/


 

 

2 

 

should be included .The non-financial targets should be SMART (Specific, Measurable, 

Attainable, Results-oriented, Tangible). Targets should be included to assess the 

performance of the CPSE under Corporate Social Responsibility, R&D, Sustainable 

Development, Human Resource Management and Corporate Governance, for which at 

least 5% marks each are earmarked. To the extent possible, the targets for non-financial 

parameters should be independently verifiable, and CPSE should also specify the agency 

and means of their verification. 

 

1.4 Task Force: Task Force on MoU is a neutral and independent body of experts that assists  

the High Power Committee on MoU and Department of Public Enterprises in setting  

annual targets of CPSEs at the beginning of the year and performance evaluation of 

MoUs during and at the end of the year. In order to lend greater technical and 

professional expertise as well as diverse and rich experience to Task Force on MoU for 

the year 2011-12, CPSEs were categorized into  11 new  syndicate groups including  two 

newly created syndicate groups “Sick and Loss Making CPSEs” and “ Section 25 

CPSEs”; each syndicate  normally having   6 members comprising 1 Convenor (Senior 

most among the members), 1 Administrative member (retired secretary to GOI), 1 

Finance/ CA expert, 1 Ex-CMD of any CPSE, 1 renowned academician, and 1 domain 

expert. There are 66 Task Force members and one Chairman for the year 2011-12. The 

list of Task Force members, syndicate wise is available on DPE website 

http://www.dpemou.nic.in. 

 

1.5 The Task Force will commence negotiation meetings from January 2011 to evaluate and 

finalise the MoUs in respect of Apex/Holding CPSEs as well as   Subsidiary Companies. 

 

1.6 Time-line: An advance copy  of the draft MoU for 2011-12, including enclosed 

Annexures and a copy of the Corporate Plan for the CPSE and its Subsidiary companies,  

may be sent directly  to DPE, Planning Commission  and Ministry of Statistics and 

Programme Implementation  in hard and soft copy by 10.12 2010. The main copy, after 

taking the approval of their Board, can be sent to DPE through the Administrative 

Ministry/Department by the 24.12.2010.  

 

2. CPSEs (Holding as well as Subsidiaries) under the administrative control of your 

Ministry/Department may be advised to draft MOUs for the year 2011-12 on the basis of 

the enclosed Guidelines. These guidelines are also available on DPE website 

http://www.dpemou.nic.in. 

http://www.dpemou.nic.in/
http://www.dpemou.nic.in/
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3.  International Financial Reporting Standards (IFRS)  will be applicable to some CPSEs 

including listed CPSEs and also those whose net worth is more than Rs 1000 crores  w.e.f 

from 1st   April 2011. CPSEs are advised to consider the changes in Accounting standards 

and take into account the effects while projecting the Financial parameters in the  MoU 

2011-12.    

 Modifications, if any, in these guidelines will be issued before the meetings of the Task 

Force. 

 

(J.R. Panigrahi) 

Director (MoU) 

Tel  : 011-2436 0841 

 

To:  Secretaries to the Government of India (as per list) 

Copy to: Chief Executives of PSEs (as per list) 
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MoU Guidelines for the drafting of MoU for the year 2011-12  

Memorandum of Understanding (MoU) is a negotiated agreement and contract between the 

Government and the Management of the Central Public Sector Enterprise (CPSE).  It is 

intended to evaluate the performance of the CPSE at the end of the year vis-à-vis the targets 

fixed in the beginning of the year.  CPSE shall follow the below listed guidelines and format 

while drafting the MoU document. 

 

Part I 

 

1. MISSION AND OBJECTIVES OF THE CPSE  

 

1.1 MISSION/VISION: 

 

Mission should be a concise statement incorporating the rationale for the existence of the 

enterprise and its business/activities. 

 

The Mission statement should be formulated keeping in view fresh initiatives being 

planned or /and under active consideration by the enterprise. 

 

1.2 OBJECTIVES OF THE CPSE 

    

The objectives should be related to the mission of the enterprise and listed in order of 

priority as approved by the Board of Directors of the enterprise. 

 

These objectives should cover quantitative and qualitative; commercial and non-

commercial; and static as well as dynamic aspects of the operations of the enterprise. 

 

Efforts should be made to ensure that all the objectives get reflected in the MoU 

Assessment Format.  
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1.3    COMMITMENTS / ASSISTANCE FROM THE GOVERNMENT 

 

Commitments/assistance expected from the Government should be relevant and 

related to the fulfilment of the agreed performance targets. 

 

These obligations should have a direct bearing on the performance of the enterprise, 

and their effect on the performance should be quantified. 

 

2.   PERFORMANCE ASSESSMENT TARGETS AND THEIR DETERMINATION 

2.1.1 Performance evaluation is based on the „Balanced Score Card‟ approach and 

includes both “financial” and “non-financial parameters” having equal weights of 

50% each.  However, in the case of two newly created syndicate groups “Sick and 

Loss Making CPSEs” and “Section 25 CPSEs” the weights for financial and non-

financial parameters  are 40% and 60% respectively.  

 

2.1.2 With a view to distinguishing „excellent performance‟ from  „poor performance‟, 5 

different performance targets should be fixed in the MoU assessment format on a 5 

point scale in the ascending order, that is,        (1) „Excellent‟, (2) „Very Good‟, (3) 

„ Good‟, (4) „ Fair‟ and (5) „ Poor‟. 

 

2.1.3   The basic target (B.T.) will be placed in "Good" column in respect of CPSEs 

which are in growth phase   and are operating below 100% capacity utilization. For 

CPSEs which are performing near or above 100% capacity utilization and are fully 

operative, the basic target will be placed in “Very Good” column.  

 

2.1.4     No provisional or conditional target fixation is permissible.  Hence, all performance   

targets are unconditional. 

 

2.1.5   Once the MoUs are signed between the CPSEs and the administrative 

Ministries/Departments,   no revision of targets will be permitted. The MoU Task 

Force have the flexibility to select appropriate financial and non-financial 

parameters, weightage for each of these parameters, spread between basic and other 

targets subject to broad DPE guidelines. The power to permit offsets while 

performance evaluation of MoU for happenings beyond the control of the 

CPSE, based on recommendations of DPE and Task Force, will however, 

continue to remain with the HPC.  
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2.2   Financial Targets (Static) : 

 Definitions of Financial Parameters:   All the financial parameters should conform 

to definitions which are adopted in the Public Enterprises Survey and laid before the 

Parliament every year are given in Annexure - I attached. 

 

2.2.1 Common definitional errors relating to definitional issues on the financial 

parameters (refer Annexure -II) should be avoided.  

 

2.2.2      CPSE will give a self certification (Annexure- X) at the end of the MoU to the 

effect that while arriving at the targets for negotiation by calculating the financial 

parameters and management ratios, the definitions and norms laid down in the MoU 

guidelines of DPE have been strictly and scrupulously followed and no deviations 

have been made. 

 

2.2.3    The targets set should be realistic, growth oriented and be at least 10% higher 

compared to the MoU targets for the previous year (2010-11), anticipated 

achievement in 2010-11 or actual achievement in 2009-10, whichever is the highest. 

These targets should be reflected in the Budget Estimates (BE) for the year 2011-12. 

The target set in MoU should be consistent with those approved by the Planning 

Commission and the Ministry of Finance. While evaluating the MoU for the year 

2009-10, it has been observed that in the case of a number of CPSEs there is a large 

difference between the targets fixed and the actual achievements for that year.  

Thus, while fixing targets for the MoU for the year 2011-12, the following 

methodology shall be followed:  

 

2.2.4   To determine the basic target (BT) for primary parameters like Gross Sales, 

Turnover, Gross Margin, Net Profit , Net Worth, the actual achievement of  past 

5 years (Annexure-IX)  can be taken and a trend line projected by using any 

suitable regression method; the projections so estimated can be modulated 

considering factors such  as business environment, projects under implementation 

and Company‟s growth forecast to arrive at Basic Target. Basic financial targets 

should be generally determined by projecting 10% growth over achievement or 

targets of the previous year, unless there was a bad performance in the previous year.  

In such cases of bad performance , 10% growth on average of the last 3 years‟ actual 

performance should be taken as basic target. Thus a realistic and growth oriented 

target for the ensuing financial year should be fixed. The targets for other financial 
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parameters and management ratios can then be derived. For CPSEs which have only 

recently started signing MoUs, the projection shall be done using available data.  

  

2.2.5   The difference in target values between "Very Good" and "Good"; "Good" and   Fair"; 

and "Fair" and "Poor" columns should be at least 5%. 

 

2.2.6 The difference between “Excellent” and “Very Good” targets: For the industrial 

sector CPSEs („Manufacturing and Mining CPSEs‟) in the growth phase and 

operating below 100% capacity utilization, the differential of 10% between 

“Excellent” and “Very Good” should   be maintained. In case of CPSEs operating at 

or above 100% capacity utilization, the Task Force may fix the differential between 

„”Excellent” and “Very Good” targets in the range of 5% to 10%. 

 

2.2.7 In case of benchmarking targets with national and/or international standards, the 

discretion of Task Force on MoU will apply. 

     

2.3  Non-Financial Targets 

2.3.1  A CPSE can select non-financial parameters in consultation with the administrative 

Ministry/Department which are considered crucial to its functioning and fulfillment 

of its objectives. However, non-financial targets fixed should be SMART (Specific, 

Measurable, Attainable, Results-oriented, Tangible), clearly identifiable and 

verifiable and which should be decided a priori. While setting targets for non-

financial parameters at the time of MoU negotiation meetings and similarly,  at the 

time of showing achievements of targets during self evaluation,  CPSEs  should 

obtain prior approval of their Board of Directors and then send it to DPE through 

their administrative Ministry/Department.  

2.3.2     Dynamic Parameters   

During the deliberations of the MoU negotiation meeting, if the Task Force comes 

to the conclusion that any of the dynamic parameter(s) as indicated in the MoU 

Assessment Format is not relevant to a particular CPSE, then the Task Force may 

evolve new parameters and adjust the balance weight relevant to that particular 

CPSE.   
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2.3.3 Ongoing projects implemented by CPSEs of various central Ministries and 

monitored by Ministry of Statistics and Programme Implementation   should be 

included in non financial targets.  

2.3.4    Sector-specific Parameters   

Task Force will identify/evolve suitable sector specific parameters that reflect how 

the macro environment affects the performance of a particular CPSE, which is 

beyond the control of the CPSE management and pertain to the industry/sector in 

which the CPSE operates. 

 

2.3.5     Enterprise-specific Parameters   

Enterprise-specific parameters relate to parameters like safety, environment, and 

ecological considerations, i.e. parameters that do not get reflected in increased 

profits either during the year of investments or later, but are considered important 

from the viewpoint of the society. 

  

2.3.6 In regard to both “Sector-specific” and “Enterprise–specific” parameters, the Task 

Force may alter weights in consultation with the Administrative Ministry where 

fine-tuning is felt necessary and may also club the parameters together under Non-

financial parameters, without any distinction between them.    

 

2.3.7      Corporate Social Responsibility 

 The guidelines lay stress on the link of Corporate social Responsibility with 

sustainable development and define Corporate Social Responsibility (CSR) as a 

philosophy wherein organizations serve the interest of society by taking 

responsibility for the impact of their activities on customers, employees, 

shareholders, communities and the environment in all aspects of their operations. 

   In the MoU Guidelines for 2010-11, “Corporate Social Responsibility” was 

included as a compulsory element under the „Non-financial parameters” with a 

mandatory weightage of 5%. Department of Public Enterprises has already issued 

Guidelines on Corporate Social Responsibility for CPSEs vide O.M. 

No.15(3)/2007-DPE(GM) dated 9.4.2010 and available in DPE website 

http://dpe.nic.in./newgl/glch1223pdf. The guidelines specify the mandate and scope 

of activities for Corporate Social Responsibility by the CPSEs and are in the nature 

http://dpe.nic.in./newgl/glch1223pdf


 

 

6 

 

of a charter on activities, projects, expenditure, documentation and monitoring of 

Corporate Social Responsibility initiatives of CPSEs. A CPSE should include 

targets to assess its performance under Corporate Social Responsibility.. 

 The template for review of CSR activities/projects of CPSEs and awarding of 

score/marks in MoU by the Syndicate Task Force is given in Annexure-XI       

2.3.8     Research & Development 

In the MoU Guidelines for 2010-11, “Research & Development”(R&D)  was 

included as a compulsory element under the „Non-financial parameters” with a 

mandatory weightage of 5%. The basic rationale behind R&D activities   is the 

changed business environment, highly competitive markets, the rapid pace of 

change in technology, stringent quality control criteria, heightened expectations and 

demands of customers, lack of transfer of technology and know-how from 

competitors, etc.  

R&D activities by CPSEs results in substantial increase in market share and 

demonstrable increase in competitiveness. It leads to greater increase in profitability 

for manufacturing firms and a greater reduction in costs for services firms. R&D 

activities can help strengthen our country‟s technological strength and ensure 

growth and creation of jobs in the country, and also allow CPSEs to address the new 

challenges and opportunities in an increasingly global world.Focused R&D   

activities, combined with new international partnerships, can help address pressing 

global issues such as climate change, health, food security and poverty. 

 Department of Public Enterprises had circulated draft Guidelines on Research & 

Development for CPSEs in its website (http://www.dpemou.nic.in and 

http://www.dpe.nic.in) soliciting views, comments and suggestions on the draft 

R&D guidelines from all the stake holders. The Guidelines will be issued shortly. 

2.3.9     Sustainable Development: 

In the MoU Guidelines for 2010-11, “Sustainable Development” (SD) was included 

as a compulsory element under the „Non-financial parameters” with a mandatory 

weightage of 5%. 

 

http://www.dpemou.nic.in/
http://www.dpe.nic.in/
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 Sustainable Development is development that meets the needs of the present 

without compromising the ability of future generations to meet their own needs. 

Sustainable Development involves an enduring, balanced approach to economic 

activity, social progress and environmental responsibility. While conservation of 

environmental resource is necessary to secure livelihoods and well-being of all, the 

most secure basis for conservation is to ensure that people dependent on particular 

resources obtain better livelihood from the fact of conservation than from 

degradation of the resource. 

DPE is in the process of the finalization of Guidelines on Sustainable Development 

(SD) and will be issued shortly.  

 

2.3.10    Compliance of Corporate Governance 

CPSEs must have good Corporate Governance  to be effective in competition 

with the private sector including global players. Emphasis must be placed as much 

on performance and delivery as on corporate governance. Corporate Governance 

involves a set of relationships between a company‟s management, its Board, its 

shareholders and other stakeholders and it provides a principled process and 

structure through which the objectives of the company, the means of attaining the 

objectives  and systems of monitoring performance are also set. Corporate 

governance involves issues like grant of autonomy to CPSEs matched with 

accountability.   It is about commitment to values, ethical business conduct, and 

transparency and makes a distinction between personal and corporate funds in the 

management of a company. 

 

Department of Public Enterprises has issued guidelines on Corporate Governance 

vide O.M. No.18(8)/2005-GM Dated 14
th

 May 2010.  Listed CPSEs will follow 

both SEBI guidelines and DPE guidelines while non-listed CPSEs could 

voluntarily follow DPE Guidelines. 

 

In the MoU for 2011-12, “Compliance of Corporate Governance” will be a 

compulsory element under the „Non-financial parameters” with a mandatory 

weightage of 5%.  

 

Submission of data by CPSEs for Public Enterprises Survey published by DPE as 

per the time schedule in the 5-point scale from Excellent to Poor will have 1 mark 
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in MoU. The respective target dates for submission of completed data sheet for PE 

Survey vis-à-vis timeliness, are indicated below: 

Date of 

submission 

to DPE of 

completed 

data-sheet 

for PE 

Survey and 

penalties 

Five Point Scale 

Excellent Very 

Good 

Good Average Poor 

(NIL) (NIL) (0.25) (0.50)        (1) 

15.9.2011 1.10.2011 15.10.2011 31.10.2011     After 

31.10.2011 

 

2.3.11   Human Resource Management 

Human Resource Management is key to the success of a CPSE.A CPSE must adopt 

best HR practices on better manpower planning, strengthening skill development,  

entrepreneurial culture,  training, institutionalization of  system of tracking and 

reward innovation,  Voluntary Retirement Scheme,  etc.   

 

In the MoU for 2011-12, “Human Resource Management” will be a compulsory 

element under the „Non-financial parameters” with a mandatory weightage of 5%. 

 

Representation of minorities in the CPSEs will be given a weightage of 1 mark in 

MoU from 2011-12..  The Task Force will decide during MoU negotiation 

meeting,  the target for CPSE with regard to the percentage of minorities to be 

recruited during the year and regular submission of this information by CPSE to 

DPE in the desired format.  
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   3.   ENCLOSURES WITH DRAFT MoU 

 

For MoU 2011-12 exercises, DPE has reclassified CPSEs into 11 new functional 

groups, in alignment with the classification used in the Public Enterprises Survey 

which is laid before the Parliament, to facilitate homogeneity and ensure 

comparability within the group. Besides, two new separate functional groups have 

been formed for (i) Section 25 CPSEs and (ii) Sick & Loss making CPSEs. (Vide 

DPE‟s O.M. No.3(16)/2009-DPE(MoU) dated 21
st
 July, 2010). Any changes required 

in this classification on consideration of representations of CPSEs and for 

administrative expediency, will be notified by DPE. 

 

A new, separate  syndicate group for ”CPSEs  registered under Sec 25 of the 

Companies Act, 1956” has been formed to accommodate their unique nature which 

prohibits the distribution of dividend to its members and apply the profit back for the 

purpose for which they were formed. Based on the recommendation of the Syndicate 

Group, MoU format, parameters, inter-se-weightage, etc.  have been revised. MoU 

format is in Annexure-VI. 

 

Similarly, a new, separate syndicate group for „Sick & Loss making CPSEs‟ has been  

formed   to accommodate their unique needs, viz. the diversity in terms of sectors, 

products / services and stages of sickness / revival. Based on the recommendation of 

the Syndicate Group, MoU format, parameters, inter-se-weightage, etc.  have been 

revised. MoU format is in Annexure-VII. 

 

3.1  Key financial indicators of CPSEs relating to last five years along with MoU targets 

for 2011-12 should be submitted in format enclosed. (Annexure IX)  

 

3.1.1  MOU Assessment Format for different sectors 

  

The CPSEs falling broadly in the categories of „Industrial sector‟, “Manufacturing & 

Mining sector”, „Trading & Consulting sector ‟and „Financial sector‟ may adopt the 

MoU assessment format  in line with the practice followed in previous years and with 

the approval of the Task Force during negotiation meetings. ( Annexure- III - V.) . 

„Sick and Loss making CPSEs‟ and „CPSEs registered under Section 25 of the 

Companies Act‟ will adopt the formats (Annexure-VI & VII) as discussed above.   
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3.1.2   The  SDR minutes of the MoU negotiation meetings  (2010-11) along with the Action 

Taken Report (ATR) on the minutes of MoU negotiation meetings (2010-11) issued 

by DPE should be annexed with the draft  MoU 2011-12. 

 

3.1.3  A CPSE should submit three copies each of Corporate Plan, Annual Report for 2009-

10, Performance up to Quarter ending December 2010 and Reviewed Financial results 

for the period up to September 2010 to DPE and separately to Task Force Members of 

the concerned Syndicates. 

 

 4. MoU SIGNING PROCESS AND TIMELINES 

 

4.1 All CPSEs (Holding as well as Subsidiaries), without exception, are required to sign 

MoUs; while the Apex/Holding companies will sign MoUs with their respective 

Ministries/Departments, the Subsidiary companies will sign MoUs with their 

respective Apex/Holding companies on the same lines as MoU is signed between a 

CPSE and Government of India. The MoU formats for all CPSEs, including the 

Subsidiaries, will remain as attached. Those CPSEs who do not stick to DPE's 

schedule for signing of MoU will have their MoU performance rated as “Poor”. 

  

4.1.1 The revised MoUs based on  the minutes of the MoU negotiation meetings should   be 

sent by all CPSEs (Holding as well as Subsidiary Companies) through administrative 

Ministries/Departments for authentication by DPE before signing of the MoUs..  

 

4.1.2 To ensure that MoU system is conducted effectively in the DPE, the Administrative 

Ministry/Department & CPSEs (Holding as well as Subsidiary Companies) shall 

follow the below mentioned timelines:   

  

4.1.3  Timely submission of MoU for the year 2011-12 : An advance copy  of the draft 

MoU for 2011-12, including enclosed Annexures and a copy of the Corporate Plan for 

the CPSE and its Subsidiary companies,  may be sent directly  to DPE, Planning 

Commission  and Ministry of Statistics and Programme Implementation  in hard and 

soft copy by 10
th

 December 2010. The main copy, after taking the approval of their 

Board, can be sent to DPE through the Administrative Ministry/Department by the 

24
th

 December 2010.  
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(i) Timely signing of MoU for the year 2011-12 :  Submission of copy of 

MoU signed between CPSE and Administrative Ministry/ Department and   

between Subsidiary  Company and  Apex /Holding CPSE,  within the target 

date of 15
th

  March 2011.  

 

(ii) Timely submission of Performance Evaluation Report (composite score) 

for the year 2010-11 on the basis of Audited data along with the Audited 

Accounts, Balance Sheet and Profit and Loss Account of the CPSE for 

the year 2010-11 to DPE (copies to be sent to Task Force Members by 

CPSEs separately) after approval of the Board of CPSE and through their 

Administrative Ministry/Department within the target date of 31
st
 August 

2011. Any delay in submission of Performance Evaluation Report with 

annual audited data will disentitle a CPSE for MoU Excellence Awards / 

Certificates.  

 

   

5.   MoU EVALUATION 

Evaluation of MoU of the CPSE is done at the end of the year on the basis of actual 

achievements vis-à-vis the MoU targets. CPSEs (Holding as well as Subsidiaries) are 

required to submit performance evaluation reports on the basis of audited data 

alongwith Annual Accounts, Balance Sheet etc. to Department of Public Enterprises , 

after approval of the Board of CPSE and through the administrative 

Ministries/Departments within the target date of 31
st
 August.   

 

The weighted score for each parameter in the MoU is worked out by taking into 

account the actual achievements and the weights assigned to that parameter.  The 

overall MoU composite score is, thus arrived at by adding weight score for all 

parameters.  This system is based on „Five-point‟ scale and „criteria weight‟ for the 

calculation of Composite Score, which is index of the performance of the CPSE with 

reference to its targets.  

 

After completing the evaluation of the performance of the MoU signing CPSEs with 

the assistance and expertise the Task Force, DPE submits the results of MoU 

Composite score and rating of CPSEs to the High Power Committee on MoU headed 

by the Cabinet Secretary for its approval.  Once the High Power Committee gives its 
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seal of approval to the evaluation done by the Task Force, the composite score and the 

ratings of the CPSEs become final.  Composite score, thus, facilitates measuring the 

ability of the CPSEs to meet their own commitments and to compare and rank various 

CPSEs even though the commitments of these enterprises are different 

 

5.1 PROCESS OF EVALUATION  

 MoU evaluation of CPSE is  done only once in the year based on audited annaual 

accounts of the concerned CPSE.  

 

5.1.1   RAW SCORE 

 Raw Score reflects the „actual performance‟ in relation to the 5- point scale of MoU 

targets (as mentioned in para 2.1.2 above).  If actual performance is equal to or more 

than the “Excellent” target (1), Raw score would be 1.00.  If actual performance is 

equal to or less than the “Poor” target (5), Raw score would be 5.00.  If actual 

performance falls in between “Excellent” (1) and “Very Good” (2) in that case Raw 

score would be 1 + (Excellent-Actual)  (Excellent-Very Good).  If actual 

performance falls in between “Good” (3) and “Fair” (4) target, in that case Raw score 

would be 3 + (Good-Actual)  (Good-Fair).  The Raw score for the rest can be 

similarly calculated if „the actual‟ falls in between other columns. 

 

5.1.2    COMPOSITE SCORE AND RATING  

 Composite score is an index of the performance of the CPSE which is calculated as 

the aggregate of all the weighted score of “the actual achievements” vis-à-vis „the 

targets‟ set out on a 5-point scale. The Composite Score may either be (1), (2), (3), 

(4), or (5) or may have values between (1 to2), (2 to 3), (3 to 4) or (4 to 5).   

The system of grading CPSEs on the basis of MoU Composite Score is as follows: 

MoU Composite Score  Rating  

1.00 – 1.50    Excellent 

1.51 – 2.50    Very Good 

2.51 – 3.50    Good 

3.51 – 4.50    Fair 

4.51 – 5.00    Poor 

5.1.3    The concerned Syndicate Group of the Task Force on MoU would finalize the MoU 

Composite Score and Ratings of CPSEs in each Syndicate by mid-December. 
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6.    MoU EXCELLENCE  AWARDS 

6.1.    The total number of MoU Excellence Awards are 12 (1 from each of the 10 Syndicate 

groups, 1 from the listed CPSEs, 1 from amongst the turnaround sick and loss making 

CPSEs). All other „Excellent‟ performing CPSEs get MoU Excellence certificates. 

 

6.1.1 The following three basic principles for selection of CPSEs for MoU Excellence   

Awards  from amongst the Syndicate groups will be adopted: 

(i) The profit of the CPSE in the year should be higher compared to the previous 

year. 

(ii) It should not be a loss-making enterprise. 

(iii) The composite score of the CPSE should not be more than 1.5 (Excellent 

rating). 

 

6.1.2 Award is given to the CPSE meeting the above criteria and having the best MoU 

composite score in the concerned Syndicate Group.  In case two or more CPSEs 

have  the same MoU composite score in a Syndicate Group, the CPSE recording the 

highest growth rate of net profit over the previous year is eligible for the Award. 

 

The selection of CPSEs as „ the best listed CPSE‟ and „ the best turnaround sick and 

loss making CPSE‟ for MoU Excellence Awards  is done by the Department of 

Public Enterprises.  

 

The “listed CPSEs” with the highest percentage growth in market capitalization are 

arranged in descending order and the CPSE with the highest growth is selected for 

the MoU Excellence Award. 

 

CPSE is considered sick if it is referred to either BIFR or BRPSE. Out of such 

CPSEs, those are eligible for award that has earned profit before tax (PBT) for the 

year the MoU is under consideration as well as during the immediately preceding 

year. The CPSE having the best MoU composite score is given the MoU Excellence 

Award.  

6.1.3    Compliance of Corporate Governance will be one of the criteria for the consideration 

of MoU Excellence Awards.  
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ANNEXURE-I 

Definitions of Financial Parameters 

 

 Gross Margin: - represents excess of income over expenditure before providing for 

depreciation, interest on loans, taxes (including deferred taxes), extra ordinary items, 

prior period adjustments and appropriations to reserves. 

 

 Gross Profit: - means excess of income over expenditure before providing for 

interest, taxes( including deferred taxes), extra ordinary items, prior period 

adjustments and appropriations to reserves. 

 

 Net Profit: - means excess of operating income over expenditure after providing for 

depreciation, interest, taxes (including deferred taxes), extra ordinary items, prior 

period adjustments but before providing for appropriations to reserves. 

 

 Profit before taxes including deferred taxes and EP (PBTEP) means excess of 

income over expenditure before providing for taxes (including deferred taxes), extra 

ordinary items, prior period adjustments and appropriations to reserves. 

 

 Profit before EP (PBEP) means excess of income over expenditure after providing 

for depreciation, interest, taxes but before providing extra ordinary items, prior period 

adjustments and appropriations to reserves. 

 

 Net Worth: - means paid up capital, share application money pending allotment and 

reserves less accumulated losses and deferred revenue expenditure to the extent not 

written off.  

 

 Gross Block: - represents original cost of procuring and erecting fixed assets   as 

appearing in the annual accounts of the CPSEs at the end of the accounting  year and 

takes into account additions thereto and deductions there from by way  of sales and 

transfers 

 

 Capital Employed: - means Gross Block of fixed assets less accumulated 

depreciation plus working capital. 

 

 Working Capital - means all current assets, loans and advances less current liabilities 
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and provisions excluding cash credits and bank overdrafts.  

 

 Gross Sales: - represents the total turnover and includes elements of excise duty, 

commission and discounts, etc.  

 

 Turnover/Operating Income - means the aggregate amount for which sales are 

affected by the company including excise duty and receipts from operations / services 

rendered.  

 

 Added Value: - Added value is the residual after meeting the due returns to   labour, 

capital and materials that reflects the overall efficiency of the CPSEs.    Added value 

may be computed as gross margin less returns to capital, which in turn may be 

computed as capital recovery factor @4 % the capital employed for   social sector 

CPSEs and @10% for all other CPSEs.   

 

 Net Loss means excess of expenditure (including depreciation, interest, taxes, extra 

ordinary items, prior period adjustments but before providing appropriations to 

reserves) over operating income.  

 

 Return on Equity- It has been computed by deducting dividend on preference shares 

from Net Profit and divided by Net Worth as adjusted by the amount of preference 

share capital. 

 

 Earning Per Share: It is computed by dividing Net profit with paid-up capital and 

multiplying it by face value of each share i.e. Rs.10/-. For the purpose of uniformity 

and comparability face value of equity shares of each CPSEs has been assumed at 

Rs.10/- per share.  
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       Annexure II 

          Some Common Definitional Errors in MoU Self-Assessment From DPE guidelines 

1. Failure to rely on figures appearing in Audited Accounts of the CPSE, or relying on 

qualified Audited statement. 

 

2. Prior period adjustments or extra ordinary items have been included in Gross 

Margin/Gross Profit by CPSEs, whereas as para 1.5.1, and 1.5.2 of MoU guidelines, 

2008-09 vide DPE No. 3(30/2007-DPE(MoU) dtd. 02-11-2007  read with Public 

Enterprises Survey, gross margin/profit should exclude the impact of  extra ordinary 

items.  

 

3. Other income has been included in Gross Sales/Gross Turnover, whereas as per para 

1.5.7 of MoU guidelines, 2008-09 vide DPE No. 3(30/2007-DPE(MoU) dtd. 02-11-

2007 read with Public Enterprises Survey,  gross sales means the total turnover .Other 

income should  not  be considered as a part of  turnover. Gross sales represent total 

turnover and includes elements of excise duty, commission and discounts etc. 

Turnover means the aggregate amount for which sales are affected by the company 

including excise duty and receipt from operations/ service rendered. It should exclude 

any other income accrued for non-operational reasons. 

 

4. Cash and Bank Balance is to be included in current Assets and Capital employed.  As 

per para 1.5.6 of MoU guidelines, 2008-09 vide DPE No. 3(30/2007-DPE(MoU) dtd. 

02-11-2007 read with Public Enterprises Survey,  capital employed means gross block 

less accumulated depreciation plus working capital ;and working capital is total 

current assets minus total current liabilities. A few CPSEs have not included cash and 

bank balance in their current assets and capital employed. 

 

5. Difference in Added Value: As per para 1.5.8 of MoU guidelines, 2008-09 vide DPE 

No. 3(30/2007-DPE(MoU) dtd. 02-11-2007,  added value may be computed as gross 

margin less return to capital , which may  be computed as capital recovery factor 

@4% the capital employed for the social sector CPSEs and @10% for all other 

CPSEs. But, a few CPSEs have calculated it differently (i.e value added  as gross 

sales less material cost instead of gross margin, lower capital  recovery factor,  capital 

employed of units commissioned  etc).  
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6. For oil companies, Gross Margin/Net Profit has been worked out on the basis of 

audited accounts and no adjustments have been made for under recoveries (positive or 

negative),  since provisions were not made in audited accounts.  

 

7. For power generation companies, net worth/capital employed /gross block should be 

worked out on the basis of audited accounts of the CPSE as a whole, instead of 

considering  only power producing plant/units. A few CPSEs are now working out 

these financial parameters   by considering only the units producing power and 

excluding projects under constructions/station under repairs. For working out 

PBDIT/Total Employment, a few CPSE‟s are considering number of employees of 

Power plants producing power/stations under commission instead of total 

employment of CPSE. 

 

8. It is observed that while projecting the targets in MoU, CPSEs are not considering  the 

valuation of stock,  foreign exchange variance, impairment of fixed assets, Profit/loss 

on sales of assets, Provisions written back etc. However, the same are accounted for 

in Annual Accounts of the CPSEs and accordingly considered while working out 

gross margin for the purpose of evaluation of MoU. In view of it, while working out 

the gross margin at the time of evaluation, the same will be excluded from the gross 

margin. 

 

 



 

 

19 

 

 Annex III 

 

MoU Assessment Format for Industrial CPSEs- 

Manufacturing and Mining CPSEs  

 

Evaluation Criteria  

MoU Target  

Excellent 

(1) 

V. Good 

(2) 

Good 

(3) 

Fair 

(4) 

Poor 

(5) 

1. Static/Financial Parameters Unit 

 

Weight 

(in %) 

     

 

a) Financial indicators- 

profit related ratios 

 i) Gross margin/gross block 

 ii) Net profit/net worth 

 iii) Gross profit/capital employed 

 

 

 

 

% 

% 

% 

 

 

 

2 

10 

10 

 

     

b) Financial indicators-size related 

 i) Gross margin  

 

 ii) Gross sales (Rs. Crore) 

 

 

Rs. 

Cr. 

Rs. 

Cr. 

 

8 

 

4 

     

 

c) Financial returns-productivity related 

 

 i) PBDIT/total employment 

 ii) Added value/sales 

 

 

 

 

% 

% 

 

 

 

7 

9 

 

 

     

 

Sub-total 1 (a + b + c) 

 

 

 

  

50 
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2. Dynamic Parameters * 

 

       

 

d) Quality (ISO certification, 

internalization of quality within 

SBU/products) 

 

  

 

 

     

 

e) Customer Satisfaction (Customer 

orientation) 

 

  

 

     

 

f) HRD (Employee training and 

motivation) 

  

 

     

 

g) R&D/ for sustained & continuous 

innovation 

 

  

 

     

 

h) Project implementation 

(modernization and expansion) 

 

  

 

     

 

i) Capital Expenditure/Greenfield 

investments/Joint Ventures 

 

  

 

     

 

j) Extent of globalization 

(internationalization, joint ventures, 

exports, strategic, market presence in 

emerging economies, 

internationalization along value chain) 
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k) Corporate Social Responsibility 

(CSR) 

 

       

l) Sustainable Development 

 

       

m) Corporate Governance        

 

Sub-total (d + e + f + g + h + I + j +k + 

l + m) 

 

       

 

3. Sector-specific Parameters 

 

  

 

     

 

4. Enterprise-specific Parameters  

 

  

 

     

 

Total (1+2+3 + 4) 

 

 100      

 

*Means of verification of non financial targets under dynamic parameters should be specified by 

CPSE  
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Annex IV 

 

MoU Assessment Format for ‘Trading and Consulting sector’ 

 

 

Evaluation Criteria 

 MoU Target  

 Excellent  

(1) 

V.Good 

(2) 

Good 

(3) 

Fair 

(4) 

Poor 

(5) 

1. Static/Financial 

Parameter  

Unit 

 

Weight 

(in %) 

     

 

a) Financial indicators- profit 

related ratios 

 i) Gross margin / Gross sales 

 ii) Operating turnover/ 

Employee 

 

 

 

 

% 

 

% 

 

 

 

10 

 

12 

 

     

 

b) Financial indicators-size 

related  

 i) Gross margin 

 

 ii) Gross sales 

 

 

 

 

Rs. Cr. 

Rs. Cr. 

 

 

 

8 

 

4 

     

 

c) Financial returns- 

productivity related 

 i) PBDIT/total employment 

 ii) Added value/sales 

 

 

 

 

% 

% 

 

 

 

 

7 

9 

     

 

Sub-total 1 (a + b + c) 

 

 

 

 

 

 

 

 

50 
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2. Dynamic Parameters *  

 

d) Quality (ISO certification, 

internalization of quality 

within SBU/products) 

 

 

 

 

 

 

 

 

     

 

e) Customer Satisfaction 

(Customer orientation) 

 

  

 

     

 

f) HRD (Employee training 

and motivation) 

 

 

 

 

 

 

 

     

 

g) R&D/ for sustained & 

continuous innovation 

 

  

 

     

 

h) Project implementation 

(modernization and 

expansion) 

 

 

 

 

 

 

 

     

i) Capital 

Expenditure/Greenfield 

investments/Joint Ventures 

 

  

 

     

j) Extent of globalization 

(internationalization, joint 

ventures, exports, strategic, 

market presence in emerging 

economies, 

internationalization along 

value chain) 
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k) Corporate Social 

Responsibility (CSR) 

 

       

l) Sustainable Development 

 

       

m) Corporate Governance 

 

       

 

Sub-total (d + e + f + g + h + 

i + j + k + l + m) 

 

  

 

     

 

3. Sector-specific 

Parameters 

 

 

  

 

     

 

4. Enterprise-specific 

Parameters  

 

 

  

 

     

Total (1+2+3+4)  100      

 

*Means of verification of non financial targets under dynamic parameters should be 

specified by CPSE  
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Annex V 

MoU Assessment Format for ‘Financial sector’ 

 

 

Evaluation Criteria 

 MoU Target 

Excellent  

(1) 

V.Good 

(2) 

Good 

(3) 

Fair 

(4) 

Poor 

(5) 

1. Static/Financial 

Parameters  

Unit Weight 

(in %) 

 

     

a) Financial indicators-profit 

related 

 i) Disbursements 

 ii) Resource Mobilization 

 iii) Loan Sanctions 

 iv) Projects commissioned in 

value terms 

 v) Financial returns 

(difference in cost of 

borrowing and disbursements) 

 22 

 

 

 

 

     

b) Financial indicator-size 

related 

  i) Gross margin   

 

 ii) Gross sales (Rs. Crore) 

 

 

 

Rs. Cr. 

 

Rs. Cr. 

 

 

8 

 

4 

     

c) Financial returns- 

productivity related 

 i) PBDIT/total employment 

 ii) Added value/sales 

  

 

7 

9 

     

 

Sub-total 1 (a + b + c) 

 

 

 

50 
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*Means of verification of non financial targets under dynamic parameters should be 

specified by CPSE 

2. Dynamic Paramters*         

d) Quality (ISO certification, 

internalization of quality 

within SBU/products) 

 

 

 

      

e) Customer Satisfaction 

(Customer orientation) 

       

f) HRD (Employee training 

and motivation) 

 

 

      

g) R&D/for sustained & 

continuous innovation 

       

h) Project implementation 

(modernization and expansion) 

       

i) Capital Expenditure/ 

Greenfield investments/Joint 

Ventures 

       

j) Extent of globalization 

(internationalization, joint 

ventures, exports, strategic, 

market presence in emerging 

economies, internationalization 

along value chain) 

       

k) Corporate Social 

Responsibility (CSR) 

       

l) Sustainable Development        

m) Corporate Governance        

Sub-total  

(d+e+f+g+h+ i+j+k+l+m) 

       

3. Sector-specific Parameters        

4. Enterprise -specific 

Parmeters 

       

Total (1+2+3+4)  100      
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Annexure-VI 

MoU Assessment Format  for  

‘ CPSEs registered  under Sec 25 of the Companies Act, 1956’ 

 

 

Evaluation Criteria  

MoU Target  

Excellent 

(1) 

V. 

Good 

(2) 

Good 

(3) 

Fair 

(4) 

Poor 

(5) 

1. Static / Financial Parameters 

(40%)  

Unit Weight 

(in %) 

     

1.1      Gross margin 

1.2      Disbursements 

1.3 % of total resources mobilized 

from source other than  grant 

in aid of Government 

1.4 Financial return (difference of 

average cost of borrowings 

and disbursement 

1.5 Gross Margin / Total 

employment of  the CPSE at 

the yearend as per Audited 

Accounts 

1.6 Recoveries as a % of amount 

due 

1.7 Recoveries  as a % of amount 

overdue for varying years 

Rs. Cr. 

Rs. Cr. 

%age 

 

%age 

 

Ratio 

 

 

%age 

 

 

%age 

 

10 

12 

02 

 

05 

 

02 

 

 

04 

 

 

05 

     

Sub-total 1 
(1.1+1.2+1.3+1.4+1.5+1.6+1.7) 

 

 

40      

2. Non-financial Parameters* 

(60%) 

       

2.1  No. of Beneficiaries assisted  

during the year 

2.2  % age of beneficiaries inspected 

during the year 

2.3   % age of beneficiaries found 

during inspection to have 

possessed the assets created 

2.4 %age of assisted beneficiaries 

found during inspection to 

have crossed poverty line  

No. 

 

%age 

 

%age 

 

%age 

 

10 

 

10 

 

08 

 

10 
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3  %age Reduction in Non- 

performing assets –year wise 

break up  

%age 05 

 

     

4        No of beneficiaries got assisted 

under other Government 

schemes  

No. 05      

5.        No of target group provided 

Entrepreneurship 

Development / skill 

development programme that 

help them to secure 

employment 

No. 04      

6          Strategic plan prepared Timeline 02      

7         Partnership with Government 

departments to leverage 

existing schemes 

No. 02      

8        Partnership with EDP  

institutes to train beneficiaries 

No. 02      

9        Net working with  various 

institutions to achieve their 

mission 

Timeline 02      

Sub-total-2. (2+3+4+5+6+7+8+9)  60 

 

     

Total (1+2)  100 

 

     

 

*Means of verification of non financial targets under dynamic parameters should be 

specified by CPSE. 
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Annexure-VII 

MoU Assessment Format  for ‘ Sick and Loss making CPSEs’ 

 

 

Evaluation Criteria  

MoU Target  

Excellent 

(1) 

V. 

Good 

(2) 

Good 

(3) 

Fair 

(4) 

Poor 

(5) 

1. Static /Financial Parameters 

(40%)  

Unit Weight 

(in %) 

     

1.1    Gross Sales  

  

1.2    Gross Margin  

  

1.3   Gross Profit 

  

1.4    Net Profit  

  

 1.5 Cash Generation from 

Operations 

 

1.6 Working Capital / Turnover

   

Rs. Cr. 

 

Rs. Cr. 

 

Rs. Cr. 

 

Rs. Cr. 

 

Rs. Cr. 

 

 

Ratio 

10 

 

10 

 

05 

 

05 

 

05 

 

 

05 

 

     

Sub-total 1 

(1.1+1.2+1.3+1.4+1.5+1.6) 
 

 

40      

2. Dynamic Parameters* (25%)        

2.1 Physical Targets   

2.2  Order Booking  

2.3   Quality     

2.4   Customer Satisfaction 

2.5  Project Implementation 

2.6 Corporate Social 

Responsibility  (CSR) 

2.7  Sustainable Development 

2.8 Human Resource  

      Management 

 

2.9  Corporate Governance 

 

2.10  Research & Development 
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Sub-total-2. 

(2.1+2.2+2.3+2.4+2.5+2.6+2.7+ 

2.8 + 2.9 + 2.10) 

  

25 

     

3. Sector / Enterprise Specific 

Parameters (35%) 

 

 

      

3.1  Preparation / Implementation 

(as the case may be) of the 

Business/Revival plan 

3.2  Technology Upgradation 

3.3   Generation of funds from 

non-performing assets 

3.4   Human Resource 

Development (manpower 

rationalization, productivity 

improvement, training, 

motivation and succession 

planning etc.) 

3.5   Reduction in receivables 

3.6   Inventory Control 

3.7   Corporate Governance 

 

       

Sub-total-2. 

(3.1+3.2+3.3+3.4+3.5+3.6+3.7) 
  

35 

     

Total (1+2+3)  100      

 

*Means of verification of non financial targets under dynamic parameters should be 

specified by CPSE. 
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Annex VIII 

MoU Assessment Format for ‘CPSEs Under Construction’  

 

 

Evaluation Criteria  

MoU Target  

Excellent  

(1) 

V. Good 

(2) 

Good 

(3) 

Fair 

(4) 

Poor 

(5) 

1. Project  Related 

Parameters 

Unit Weight 

(in %) 

     

1.1    Physical Achievement  

           (Time over run) 

1.2  Project Cost (Cost over 

run)  

 25 

 

25 

     

Sub-Total (a+b)  50      

2. Dynamic Parameters *        

2.1   Corporate Plan/Vision  

2.2   Project  Implementation 

 

2.3  Corporate Social 

Responsibility (CSR) 

 

2.4  Sustainable Development 

 

2.5 Human Resource 

Management 

 

2.6  Corporate Governance 

 

2.7  Research Development 

 

 

 

 

 

 

 

     

Sub-Total (2.1+2.2+2.3+ 2.4+ 

2.5+2.6+2.7) 

       

3. Sector Specific Variables   

 

      

4. Enterprise Specific 

Variables  

       

Total (1+2+3+4)  100      

*Means of verification of non financial targets under dynamic parameters  should be 

specified by CPSE  
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Annexure-IX 

(Rs. in Crore) 

TREND OF CPSE’s PERFORMANCE ON FINANCIAL PARAMETERS FOR THE LAST FIVE YEARS 

Particulars 2006-07 2007-08 2008-09 2009-10 

 

2010-11 2011-12 

 MoU ACTUAL MOU ACTUAL MOU ACTUAL MOU ACTUAL MOU Projected as 

on 31.3.2011 

Projected 

Production            

Gross Sales            

Gross Margin             

Profit before tax            

Gross Block            

Less dep            

Net block            

share capital of 

CPSE 

           

Reserves & 

surplus of CPSE  

           

Less deferred 

revenue exp. / pre-

acquisition loss 

           

Less Profit & Loss 

A/c 

           

Net worth of 

CPSE 

           

Investment            
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Sundry 

debtors/sales 

           

Inventory            

Total Current 

assets  

           

Total current 

liabilities & 

provision  

           

Net current assets             

Capital employed ( 

Net block + net 

current assets) 

           

Total debt (loan 

funds) 

           

total assets            

No of employess  

of CPSE 

           

Dividend paid            

Add value ( gross 

margin less capital 

recovery factor 4% 

of capital 

employed for 

social sector and 

10% for other 

CPSE)  

           

Ratios            

Debt/equity            

Return on Net 

worth  ( % age) 
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PBDIT/ Total 

employment of 

CPSE (Rs.) 

           

Gross 

Profit/Capital 

employed (% age) 

           

Net Profit / Net 

Worth (% age) 

           

Working  of gross 

margin 

           

Net profit            

Tax            

Net profit before 

tax 

           

add Prior period            

add extra ordinary 

items 

           

Profit before prior 

period 

           

add Interest            

Gross profit            

add depreciation            

Misc. expenditure 

written off  

           

Gross Margin 

before Interest, 

depreciation & 

misc. expenditure 

written off 
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 Additional for  

Fiinancial Sector 

           

 Financial 

Indicator-profit 

related 

           

i)   Disbursement            

ii)  Resource 

Mobilisation  

           

iii)  Loan sanctions            

iv)  Project 

Commissioned in 

value terms 

           

v) financial return 

( difference of cost 

of borrowing & 

disbursement 

           

Additional for 

'Trading &  

Consultancy 

Sector’ 

           

i) Gross margin/ 

gross sales 

           

ii) Operating 

turnover/ Total No 

of employee of 

CPSE 
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 Gross margin - 

profit before 

interest, 

depreciation, tax 

including deferred 

tax, amortisation, 

prior period 

adjustment a/c & 

extra ordinary 

items - Rs in 

Crores 

           

Net profit after tax 

but before extra 

ordinary items and 

prior period 

adjustment a/c 

           

Added Value   ( Rs 

in crores) 
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 ANNEXURE-X 

 

Self declaration/certification by CPSE 

It is hereby certified that the targets and actual achievements in respect of   financial parameters 

have been worked out as per MoU Guidelines by adopting the norms and definitions   laid down 

in   MoU Guidelines for the year 2011-12.  In case, any deviation is found at the time of 

appraisal of performance, DPE is free to evaluate as per audited accounts as   per MoU 

Guidelines. CPSE has no right of claim in this regard. 

 

 

Authorised Signatory 
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Annexure-XI 

TEMPLATE FOR CSR REVIEW  

(Top 5 and other projects) 

Sl. 

No

. 

Nam

e of 

the 

Proje

ct 

Starti

ng 

date 

Complet

ion date 

Amo

unt 

allott

ed 

Date of 

completi

on & 

Name of 

Agency 

for need 

assessme

nt / Base 

line 

services 

Name of 

impleme

nting 

agency 

and date 

of 

appointm

ent 

Amount 

spent on 

documenta

tion and 

disseminat

ion  

Name 

of 

monito

ring 

agency 

Brief 

details 

of 

evaluatio

n report 

(separate 

sheet to 

be 

attached) 

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10) 

1.          

2.          

3.          

4.          

5.          

6. Other

s 

        

 TOT

AL 

        

 

TABLE 

Sl.No. Item ` 

1. PAT for the year under review  

2. CSR expenditure as percentage of PAT  

3. CSR expenditure as percentage of minimum prescribed   

4. Unspent Balance amount of CSR Budget rolled over to 

the following year. 

 

5. Contribution to CSR HUB as percentage of CSR budget  

6.   

 

ENCLOSURES TO TABLE 

1. 5 samples of detailed documentation/ publicity material/ dissemination material to be attached 

– one for each of the 5 projects listed in Template. 

2. Evaluation reports for 5 selected projects indicated in Template to be attached. 



 

 

39 

 

 

 

 

 Economy & Industry 
Outlook 
A Report on CMIE’s Projections for Second 
Half of 2010-11 and First Half of 2011-12 as 
on November 2010 

 

 

 

Annexure XII 

Compiled by : 

Centre for Monitoring Indian Economy (CMIE) at 

Department of Public Enterprises (DPE) 

 

November 2010 



 

 

40 

 

 

Contents: 

S.No. Particular Sectors Page No. 

1. GDP Growth  3 

2. Outlook of Indian Industries   8 

2.1  Cotton & blended yarn 13 

2.2  Fertilizer 15 

2.3  Pesticides 17 

2.4  Drugs & Pharma 18 

3. Mining & Metals   

3.1  Steel 20 

3.2  Aluminum & its products 23 

3.3  Copper & Its Products 25 

3.4  Sponge Iron 28 

4. Petroleum   

4.1  Crude Oil and Natural Gas 31 

4.2  Petroleum Products 34 

4.3  LNG Distribution 36 

5 Industrial   

5.1  General Purpose Machinery 37 

5.2  Boilers & turbines 39 

5.3  Tractors 41 

5.4  Construction Equipment 42 

5.5  Construction & allied activities 43 

5.6  Polymers 45 

5.7  Cement 47 

5.8  Newsprint & Paper Products 49 

5.9  Two wheeler & three wheeler 51 

6. Energy   

6.1  Electricity 53 

7. Transport   

7.1  Shipping 55 

7.2  Aviation 57 

7.3  Hotels 59 

8. Financial Service   

8.1  Asset Financing Service 61 

9. Electronics & Communication   

9.1  Telecommunication Services 64 

9.2  Generators, Transformers & 

Switch Gears 

66 

 



 

 

41 

 

GDP Growth* 

GDP to grow by 9.2%in 2010-11 : The Indian economy has grown at an impressive pace of 
over 8.5 per cent in the two quarters ended June 2010. CMIE believe that this pace of growth 
will be sustained in the coming quarters as well. Our confidence is based on a smart recovery in 
the agricultural sector, and impressive growth in the manufacturing and services sectors. CMIE 
expects the Indian economy to clock a 9.2 per cent growth in real GDP in 2010-11. It had grown 
by 6.7 per cent in 2008-09 and 7.4 per cent in 2009-10 on account of an adverse impact of 
external factors and poor performance of the agricultural sector because. Manufacturing 
production, mining & quarrying and export growth rates are projected to moderate in the second 
half of fiscal 2010-11, although they will continue to remain robust.  

Growth in real Gross Domestic Product at factor cost (%): By economic activity 

  

2005-

06 

2006-

07 

2007-

08 

2008-

09 

2009-

10 

2010-11 

Forecast 

Agriculture,forestry & fishing 5.2 3.7 4.7 1.6 0.2 5.7 

Agriculture 5.6 3.8 5 1.1 -0.5 6.3 

Forestry & logging 2 3 2.2 2.9 3.3 2.5 

Fishing 5.7 3 6 6.3 5.4 5 

Industry 9.3 12.7 9.5 3.9 9.2 9.4 

Mining & quarrying 1.3 8.7 3.9 1.6 10.6 8.2 

Manufacturing 9.6 14.9 10.3 3.2 10.8 9.4 

Electricity, gas & water supply 6.6 10 8.5 3.9 6.5 7.3 

Construction 12.4 10.6 10 5.9 6.5 10.2 

Service 11.1 10.2 10.5 9.8 8.6 10 

Trade, hotel, tranp. Storage &commun. 12.1 11.7 10.7 7.6 9.3 11.9 

Trade,hotel & restaurant 12.4 11.2 9.5 5.3 7.3 10.4 

Trade 11.8 10.8 9.2 6.3 7.3 10.5 

Hotels & resaurant 17.8 14.6 12.8 -3.5 7 9 

Transport, storage & communication 11.5 12.6 13 11.6 12.9 14.5 

Railways 7.5 11.1 9.8 8.6 7.5 8.7 

Transport by other means 9 8.8 7.9 5.9 6.5 8.3 

Storage 4.7 9.9 4.6 11.6 10 9 

Communication 22.5 25.3 28.4 25.7 27 26 

Fin.,insu., real est. & business serv. 12.8 14.5 13.2 10.1 9.7 9.2 

Banking & insurance 15.9 21.1 16.8 13.9 10 9.5 

Real est.,ownership of dewellings & 

business services 10.8 10.1 10.5 7.1 9.5 9 

Community, social & personal services 7.6 2.6 6.7 13.9 5.6 7 

Public administration & defence 3.6 0.8 7.4 22.1 5.7 5 

Other community & personal services 10.6 3.9 6.3 8.2 5.5 8.6 

Gross domestic product at Factor cost 9.5 9.7 9.2 6.7 7.4 9.2 

*Note : The data and excerpts in the above report have been taken from EIS:Monthly Review 

(November 2010)  

IMF and ADB revise India’s GDP growth projection in 2010 upward 
The International Monetary Fund (IMF) and the Asian Development Bank (ADB) have given a 

thumbs up to the Indian Economy. The IMF, in its World Economic Outlook published in 

October 2010, pointed out that India‟s macroeconomic performance has been vigorous, with 

industrial production at a two-year high. Leading indicators like the production manufacturing 

index and measures of business and consumer confidence continue to point upward, it said. The 

real GDP growth is projected at 9.7 per cent in 2010 and 8.4 per cent in 2011, led increasingly by 
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domestic demand. Robust corporate profits and favourable external financing are expected to 

encourage investment. The Asian Development Bank (ADB) has revised India‟s GDP growth 

projection for 2010-11 upward to 8.5 per cent in September 2010, from 8.2 per cent estimated in 

the outlook released in April 2010. For 2011-12, it has maintained its earlier projected growth of 

8.7 percent. Sustained business optimism and rebounded corporate earnings in the second half of 

2009-10 are likely to support new investment, despite a hardening of interest rates in recent 

months. According to Asian Development Bank, projected average inflation will remain elevated 

at 7.5 per cent in fiscal 2010-11 despite sequential falls in the year-on-year rate. As nonfuel 

commodity prices slacken in 2011 and domestic production and stock of foodgrains remain 

comfortable, overall inflation is expected to moderate to 5.5 per cent. 

The World Bank released its South Asia Economic Update 2010 on 7 June 2010. In the release 

the bank revised India‟s real GDP growth to 8.5 per cent in 2010-11 from 7.5 per cent projected 

in January 2010. The OECD, in its Economic Outlook released in May 2010, has placed India‟s 

real GDP growth at 8.3 per cent in 2010-11 and 8.5 per cent in 2011-12. This is a sharp upward 

revision from 6.1 per cent and 7.2 per cent, respectively, projected in November 2009. In May 

2010, the United Nations (UN) updated the World Economic Situation and Prospects 2010 

report, released in January 2010. In this update, India‟s real GDP growth to 7.9 per cent in 2010 

from 6.5 per cent projected in January 2010. For 2011, the growth has been placed at 8.1 per 

cent.Outlook – Indian Industry. 

India’s GDP growth (%): Projections of CMIE and other organisations 

  
Release Month 

Year ending March 

  2010 2011 

RBI July-10 

 

8.5 

EAC to PM July-10 

 

8.5 

IMF@ July-10 5.7 9.7 

CMIE Feb-10 7.1 9.2 

ADB Apr-10 8.2 8.5 

World Bank Jun-10 7.4 8.5 

Morgan Stanley Feb-10 7.1 8.5 

Citigroup Feb-10 7.2 8.4 

FICCI Apr-10 

 

8.4 

OECD May-10 6.6 8.3 

Moody‟s Jan-10 7.5 8.3 

Standard charted Bank Apr-10 7 8.1 

EIU Mar-10 7.7 8 

United Nation @ May-10 6.4 7.9 

@ = Year ended December of the preceding year; AEC = Economic Advisory Council to PM 

   Dubious IIP zooms by 13.8%in July 2010 
Industrial output, measured by the Index of Industrial Production (IIP), grew by 13.8 per cent in 

July 2010, after recording a 7.2 per cent growth in July 2009. This is an exceptionally high 

growth. The IIP had reported steeper 15.7 per cent rise during December 2009-April 2010. But, 

this growth had come after a meagre 0.5 percent rise in the year-ago period. The main driver of 

the IIP growth in July 2010 was the manufacturing sector, which reported a 15 per cent rise in 

production. The output of machinery grew the most, by 49.4 per cent.  
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IIP rises by 11.4% in April-July 2010 (y-o-y % change) 

  

Weigh

t (%) 

Jan

-10 

Feb

-10 

Mar

-10 

Apr

-10 

May

-10 

Jun

-10 

Jul

-10 

Apr08-

Jul08 

Apl09-

Jul09 

Apl10-

Jul10 

Mining & quarrying 10.47 15.3 11 12.3 12 10.1 8.5 9.7 3.7 7.3 10.1 

Manufacturing 79.36 17.4 15.7 15.3 16.4 12 5.8 15 6 4.4 12.2 

Food products 9.08 -3.4 14.4 26.5 25.1 7.4 7.3 9.1 -4.8 -13.6 12.4 

Beverages & tobacco 2.38 1.4 2.7 2.4 -4.8 -7.6 -0.9 -2.1 26.4 -3.9 -3.9 

Cotton textiles 5.52 9.8 11.5 8 6.1 7 7.5 

12.

1 2.2 -1.1 8.2 

Wool,,silk & man-

made txtl. 2.26 4.9 -6.4 -4.6 -4.6 0.9 2 1.2 2.2 11.1 -0.1 

Jute textile 0.59 

-

89.3 

-

63.8 -9.6 1.1 26.6 30 

19.

3 -6.2 -19.4 17.6 

Textile products 2.54 6.8 1.2 -0.3   1.3 5.6 -0.7 6.5 7.6 1.5 

Wood products 2.7 14.2 7.7 16.9 

-

14.4 -5.7 -7 -9.4 -11.1 11.2 -9.2 

Paper products 2.65 8.8 12.4 7.5 10.4 6.4 3.3 7.3 2.9 3.1 6.7 

Leather products 1.14 -2.6 14 12 2.7 12.4 

-

10.2 -1.8 3.2 1.2 0.1 

Chemical products 14 6 4.8 5.5 9.1 7.6 3.4 2.5 9.5 3.2 5.5 

Rubber, plastic, 

petro. & coal Prod. 5.73 26 13.3 15.1 19.2 15.6 12.6 

19.

4 -3.1 11.1 16.7 

Non-metallic mineral 

prod. 4.4 16.6 11.6 6.2 3.1 5.6 3.2   1.2 7.8 3 

Basic metals 7.45 12 7.9 16.3 10.9 9.4 -0.5 4.6 6 6.7 5.9 

Machinery & 

equipments 9.57 43.8 40 23.5 43.3 24.7 1.5 

49.

4 9.3 8.4 28.8 

Transport 

equipments 3.98 57.9 36 29 32.6 25.2 22.9 

24.

9 12.2 7.9 26.3 

Miscelleneous 

industries 2.56 9.1 -0.1 40 32.7 27.6 12.2 

31.

1 -3.6 10.4 25 

Electricity 10.17 5.6 7.3 8.3 6.9 6.4 3.5 3.7 2.6 5.4 5.1 

General 100 16.3 14.7 14.5 15.2 11.3 5.8 

13.

8 5.6 4.7 11.4 

Basic goods 35.57 11.5 8.5 10.8 9.2 8.2 3.1 5.1 3.6 5.9 6.4 

Capital goods 9.26 53.7 44 30.8 55 34.2 -0.3 63 10.4 1.9 35.6 

Intermediate goods 26.51 21.9 14.8 13.4 10.8 10.1 8.9 9.1 2.7 8.1 9.7 

Consumer goods 28.66 3 8.4 11 12.3 7.4 8.5 6.7 7.9 1.9 8.7 

Consumer durables 5.37 31.7 30.3 32.8 32.7 23.7 27.8 

22.

1 6.1 17.3 26.4 

Consumer non- 

durables 23.3 -4.7 1.6 3.7 5.2 1.4 1.5 0.5 8.5 -2.8 2.1 

 

A whopping 517.7 per cent growth in production of insulated wires & cables pulled up the 

overall growth in machinery production. Similarly, massive 57.4 per cent rise in production of 

PVC pipes & tubes pulled up the growth in the rubber, plastic, petroleum & coal products group 

by 19.4 per cent. The growth in above-mentioned items looks unusually high and unprecedented. 

It brings the credibility of the IIP as an indicator of industrial output under question. 

IIP overestimated growth in 2009-10 
The Index of Industrial Production (IIP) failed to correctly capture the magnitude of rise in 

industrial production in 2009-10. As per the IIP data, the rise in manufactured products output in 



 

 

44 

 

2009-10 was 10.9 per cent. However, CMIE believes that there was no growth or it was much 

slower. 

As per Prowess, CMIE‟s corporate sector database, the nominal sales of the manufacturing 

sector grew by a meagre two per cent in 2009-10. The rise in sales volumes is likely to have been 

even lower or there could have been a fall in sales volumes. This is because the inflation in 

manufactured products during the year (measured by the WPI) was three per cent. 

The factors that will drive the growth in industrial production are: 

• Rise in income: CMIE expects the income in hands of urban and semi-urban consumers to rise 

because of an 18.1 per cent increase expected in corporate wages and 27 per cent increase in 

salaries of government employees. Income level of the rural population is also expected to 

increase backed by a 7.2 per cent rise expected in agricultural crop production and increase in 

minimum support prices (MSPs) for various crops.  

• Lower inflation: CMIE expects inflation at the consumer level to reduce to 8.4 per cent in 

2010-11 from 12.4 per cent in 2009-10. A rise in income and fall in inflation will improve 

purchasing power of Indian consumers. 

• Improvement in availability of inputs: CMIE expects agricultural output to rise by 7.2 per 

cent in 2010-11, as against a 6.6 per cent fall in 2009-10. Output of mined products is also 

expected to grow by a healthy 8.2 per cent in 2010-11. This will ensure that there is no scarcity 

of inputs for industrial production. 

• Capacity additions: CMIE expects projects worth Rs.5.5 lakh crore to be commissioned in 

2010-11. This will be the highest project commissioning in a single year. The commissioning of 

these capacities will ensure that there are no capacity constraints in most industries. The capital 

formation will trigger demand for construction related items and machinery. 

GFCF to grow by 12%in 2010-11 
We expect the real gross fixed capital formation (GFCF) to increase by 12 per cent during 2010-

11, as compared to a 7.2 per cent increase recorded in the preceding fiscal. Our CapEx database 

reveals that projects worth Rs.6.5 lakh crore are scheduled to be completed during the year. This 

is expected to create demand for machinery and equipment. Thus, we expect that capital 

formation in the form of machinery and equipment will rise by 13 per cent during 2010-11, as 

compared to en estimated 6.4 per cent in 2009-10. 

In the first half of 2010-11, the GFCF is estimated to have gone up by 10 per cent, largely 

because of a rise in demand for machinery and equipment. According to the IMF, “the interest 

rate in advanced countries is likely to remain low for a prolonged period and sustain flows to 

emerging markets, provided the global financial condition remains relatively stable.” 

This is expected to keep liquidity at a reasonable level. We expect the growth in GFCF to 

accelerate in the remaining two quarters of the current fiscal. The Capex database reveals that 

investment activities will remain robust during this period. Projects worth Rs.1.14 lakh crore 

were completed during April September 2010. This amount is expected to go up significantly to 
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Rs.5.4 lakh crore in the remaining months of the current fiscal, which will create demand for 

machinery and equipment. 

PFCE to grow by 6.5%in 2010-11 
In the quarter ended June 2010, the growth in private final consumption expenditure (PFCE) was 

much lower than our expectation. Hence we have revised our growth forecast for PFCE during 

2010-11 downward to 6.5 per cent from our earlier estimate of 8.6 per cent. 

In second quarter ended September 2010, growth in the PFCE is estimated to have been good. 

This conclusion is drawn from a robust 41 per cent rise in excise duty collections during April-

September 2010, compared to a 22 per cent decline in the corresponding period of 2009. 

In the remaining three quarters we expect the PFCE to grow by 7.3 per cent. Following factor are 

expected to contribute to this growth: 

 In the third quarter ending December 2010, agricultural income is projected to grow by a 

robust 

 7.8 per cent. This will be fuelled by a higher growth in kharif 2010 crop production, a 

hike in MSP and higher market prices of agricultural items. 

 An increase of 18 per cent and 27 per cent, respectively, in the wages and salaries of in 

the corporate sector and of government employees. 

 An expected deceleration in consumer price inflation in the remaining months of the 

current fiscal. 

 

 

 
 
 
 
 



 

 

46 

 

Outlook of Indian Industries 
 

Industrial output to remain buoyant during 2010-13 

The growth in industrial production picked up from the second half of 2009-10 and remained 

buoyant in the first half of 2010-11. This is evident from the over 20 per cent rise in nominal 

sales of the manufacturing companies listed on the Indian bourses. We expect the industry to 

remain on a high growth trajectory for at least the next two-and-a-half years. 

The growth in industrial production is expected to be driven by rise in both, consumption 

demand and investment demand. We expect the investment demand to grow by 12 per cent in 

2010-11, as compared to a 7.2 per cent growth in 2009-10. The industry is expected to see record 

commissioning of projects worth Rs.5.5 lakh crore in 2010-11.  

Projects worth Rs.8.5 lakh crore are scheduled to be commissioned in 2011-12 and worth Rs.8 

lakh crore in 2012-13. This will further accelerate the growth in investment demand. 

We expect the growth in consumption demand to accelerate from 4.3 per cent in 2009-10 to 6.5 

per cent in 2010-11 and remain at around 5-6 per cent in following two years. A rise in corporate 

wages, fresh employment generation triggered by the capacity additions and lower inflation will 

improve the purchasing power of Indian consumers. 

We discuss below the growth prospects of the leading industries during 2010-13. 

Automobiles & ancillary 
Rising income levels, stable interest rates, easy availability of finance and new model launches 

are expected to keep the demand for automobiles buoyant. We expect sales volumes of passenger 

cars and two wheelers to rise by over 20 per cent in 2010-11. The growth is expected to remain 

at around 15 per cent per annum in the following two years. Sales volumes of commercial 

vehicles are expected to grow by 15.7 per cent in 2010-11, by 13.5 per cent in 2011-12 and by 11 

per cent in 2012 13. 

Healthy growth in sales of automobiles will lead to a rise in demand for tyres, storage batteries 

and other automobile components. We expect tyre production to grow at a CAGR of 13.8 per 

cent, storage batteries production at a CAGR of 12.7 per cent and automobile ancillary 

production at a CAGR of 18.7 per cent during 2010-13. 

Cement & other construction related items 
We expect the construction sector to grow (in real terms) by 10.2 per cent in 2010-11. The 

growth will remain over 10 per cent per annum in the next two years, owing to the huge capacity 

additions scheduled during this period. 

We expect cement production to grow by 9.4 per cent in 2010-11, backed by the huge demand 

from the infrastructural construction and real estate sectors. The demand for cement will remain 

buoyant in the following two years, resulting in an around 11 per cent per annum growth in 

production. 
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Output of ceramic tiles too will grow at around 10 per cent per annum during 2010-13. Healthy 

demand from the real estate and automobiles sectors will push up production of paints by 8.7 per 

cent in 2010-11, by 12.3 per cent in 2011-12 and by 14.5 per cent in 2012-13. 

 Machinery 
 Projects worth Rs.22 lakh crore are scheduled to be commissioned during 2010-13. The process 

of commissioning these projects is expected to generate a huge demand for machinery. 

Since a bulk of the projects is scheduled to be commissioned in the electricity sector, the demand 

for power equipments is expected to grow at a rapid pace. We expect transformers production to 

rise by 30.1 per cent in 2010-11, by 44.3 per cent in 2011-12 and by 16.2 per cent in 2012-13. 

Boilers production is expected to rise by 25-30 per cent per annum during 2010-13. 

Production of switchgears, compressors, bearings, cranes and lifts is also expected to rise at a 

healthy pace during 2010-13. 

Metals 
We expect steel production to grow by 6.5 per cent in 2010-11. The growth is expected to 

accelerate to 12.5 per cent in 2011-12 and to 17.5 per cent in 2012-13. Demand for steel in the 

domestic market will remain strong due to smart growth in the construction, machinery and 

automobiles sectors. Steel production capacity is expected to double to 137.5 million tonnes by 

March 2013. The huge capacity additions are expected to help the steel manufacturers ramp up 

production and cater to the rising demand. 

A handsome rise in steel production is also expected to lead to a healthy rise in production of pig 

iron and sponge iron. We expect production of primary aluminium to grow by 9-10 per cent in 

2010-11 and 2011-12. The growth will shoot up to 26 per cent in 2012- 13, owing to the capacity 

additions by Hindalco in the second half of 2011-12. The aluminium production capacity is 

expected to increase by 9.7 lakh tonnes to 27 lakh tonnes in 2011-12. 

Crude oil & petroleum products  
We expect the growth in crude oil production to pick up from 2010-11. Reliance‟s KG D6 field 

and Cairn India‟s Mangala oil fields will push up production by 8.3 per cent in 2010-11. 

Commencement of production from new oil fields by ONGC is expected to lead to an 8.2 per 

cent rise in crude oil production in 2011-12 and 9.6 per cent 2012-13. 

This will lead to a slower growth in oil imports. Demand for petroleum products is also expected 

to rise during 2010-13 because of rising population of automobiles, an 11-16 per cent rise 

expected in air passenger traffic and speeding up of road construction projects. A rise in demand 

and capacity additions will lead to a 9-10 per cent growth in petroleum products output in 2011-

12 and 2012-13. We expect 714 lakh tonnes per annum of refinery capacity to go on stream 

during 2010-13. 

Electricity 
We expect the monitored capacity of electricity generation to rise by a whopping 81,826 mw 

during 2010-13. Of this, 16,144 mw capacity is expected to come up in 2010-11. The capacity 

addition will accelerate to 33,031 mw in 2011-12 and 32,651 mw in 2012-13. 
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A majority of this capacity will come up in the thermal electricity segment. The domestic 

availability of coal will not be enough to utilise the fresh capacity. The industry will increase 

coal imports substantially and will report a 7.2 per cent growth in electricity generation in 2010-

11. The growth will accelerate to 14.7 per cent in 2011-12 and to 13.3 per cent in 2012-13. 

Textiles  
We expect demand for apparels from the overseas market to rise during 2010-13. The domestic 

demand for apparels is expected to rise too, owing to a rise in disposable income in the hands of 

India consumers. A rise in demand for apparels will provide a boost to the entire value chain of 

the textile industry. Production of cloth will rise by 5.8 per cent in 2010-11. The growth will inch 

up to six per cent in 2011-12 and further to seven per cent in 2012-13. Production of yarn is 

expected to grow by 7-8 per cent per annum during 2011-13. 

New investment announcements continue 
In spite of the huge capacity additions lined up for the next two-and-a-half years, the industry is 

witnessing announcement of fresh projects. As per CMIE‟s CapEx service, new projects worth 

Rs.9.5 lakh crore were announced in the first half of 2010-11. In October 2010, the service 

captured 219 more projects. Of these, cost details were available for only 95 projects. The 

aggregate investment in these 95 projects was Rs.58,916 crore. The continuous flow of fresh 

investment announcements reflects the confidence of Indian corporate and the foreign companies 

in the sustainability of the growth in demand. 

Twenty eight electricity projects, entailing an investment of Rs.26,657 crore, were announced in 

October 2010. The major projects among these are – 1,980 mw power generation unit of GMR 

Bundelkhand Energy (worth Rs.14,000 crore) in Madhya Pradesh and 1,320 mw power 

generation unit of Kazstory Service Infrastructure India (Rs.5,280 crore) in Uttar Pradesh. 

The other large projects announced in October are – coal mining and electricity generation 

project of Adani Enterprises worth Rs.11,000 crore, cement project of Ultratech worth Rs.6,000 

crore and steel & manganese alloy project of Visa Steel worth Rs.4,025 crore. 

Production forecast for major industries 

    Production Growth (%) 

Industry Unit 2010-11 2011-12 2012-13 2010-11 2011-12 2012-

13 

Crude oil Lakh tonnes 364.7 396 434 8.3 8.2 9.6 

Natural gas Million 

cu. meters 

55,867 62,093 64,578 17.4 11.1 4 

Petroleum Products Lakh tonnes 1,675.60 1,841 2,005 4.6 9.8 8.9 

Sugar 000 tonnes 18,800 24,000 26,000 29.3 27.7 8.3 

Beer 000 liters 14,75,380 16,01,900 17,22,986 11.9 8.6 7.6 

Indian Made Foreign 

Liquor 
000 liters 14,24,803 15,81,906 17,05,657 13.2 11 7.8 

Cigarettes Million nos 1,08,202 1,11,423 1,14,502 2.7 3 2.8 

Cloth Million sq. 

meters 

62,611 66,406 71,070 5.8 6.1 7 

Newsprint Tonnes 10,17,921 11,10,533 12,36,677 7.1 9.1 11.4 

Paper Tonnes 74,90,084 80,89,921 86,81,911 6 8 7.3 

Tyres 000 nos 1,13,046 1,27,309 1,43,069 16.4 12.6 12.4 

Cement Lakh tonnes 2,195 2,432 2,712 9.4 10.8 11.5 

Paints & varnishes Tonnes 11,25,867 12,63,958 14,47,528 8.7 12.3 14.5 
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Ceramic tiles Tonnes 26,84,387 29,55,589 32,47,271 9.5 10.1 9.9 

Bottles Tonnes 9,53,134 10,22,668 10,94,337 6.3 7.3 7 

Pig iron 000 tonnes 9,237 10,327 12,434 14.8 11.8 20.4 

Sponge iron 000 tonnes 25,293 28,809 34,110 10 14 18.4 

Finished Steel 000 tonnes 63,570 71,508 84,054 6.5 12.5 17.5 

Tubes & pipes 000 tonnes 6,752 7,967 9,083 15 18 14 

Refined copper Tonnes 7,13,763 7,44,673 7,65,154 4.4 4.3 2.8 

Aluminium unalloyed 

ingots 

Tonnes 16,77,704 18,28,700 23,04,100 10 9 26 

Prime movers Rs. crore 7,552 10,254 13,333 39.1 35.8 30 

Steam boilers Rs. crore 16,595 21,193 26,557 28.4 27.7 25.3 

Compressors Numbers 87,02,796 97,13,477 1,05,51,366 15.2 11.6 8.6 

Ball or roller bearing 000 nos 61,23,668 66,99,293 72,82,131 10.6 9.4 8.7 

Tractors Numbers 4,93,618 5,54,816 6,04,484 13.9 12.4 9 

Cranes Tonnes 22,843 25,723 29,559 20.4 12.6 14.9 

Lifts & elevators Numbers 10,313 12,214 13,370 21.7 18.4 9.5 

Engines 000 nos 3,512 3,695 3,872 4 5.2 4.8 

Transformers Mva 2,29,489 3,31,064 3,84,685 30.1 44.3 16.2 

Switching apparatus 000 nos 2,65,357 3,07,151 3,42,381 20.5 15.7 11.5 

Storage batteries Lakh nos 575.1 644 728 13 11.9 13 

Domestic refrigerators 000 nos 11,514 13,300 14,800 19.5 15.5 11.3 

Commercial vehicles Number 6,57,957 7,60,000 8,38,000 16.1 15.5 10.3 

Passenger cars Number 25,09,841 29,10,424 33,57,076 20.8 16 15.3 

Two wheelers Number 1,28,31,456 1,50,32,871 1,74,55,066 22.1 17.2 16.1 

Three wheelers Number 7,54,166 8,18,800 9,11,916 21.8 8.6 11.4 

Automobile ancillaries Rs. crore 21,926 25,417 29,662 23.5 15.9 16.7 

Electricity energy Million  

kwh 

8,27,103 9,48,849 10,75,050 7.2 14.7 13.3 

        Sector-by-sector income and PAT growth forecasts for 2010-13 (%) 

  Total income (net of P&E) PAT (net of P&E) 

  2009-10 2010-11     

(F) 

2011-12 

(F) 

2012-13 

(F) 

2009-10 2010-11 

(F) 

2011-12 

(F) 

2012-13 

(F) 

Sugar 40.4 18.2 9.1 7.8 138.2 P-L L-P 21.2 

Tobacco Products 19.1 15.1 13.7 15.5 25.3 18.3 17.9 22.3 

Beer & alcohol 16.2 22.1 17.3 18.1 34.3 99.7 40.7 25 

Paints & varnishes 17.7 19 12.9 16.7 83.3 7.3 -17.8 11.7 

Tyres & tubes 16.9 25.1 18 15 645.8 -32.2 69.3 32 

Ceramic products 7.3 22.3 22.5 15.7 -24.9 78 79.7 36.2 

Aluminium 2.9 21.7 8.3 8.7 -19.8 41.1 19 4.3 

Copper 8 23 14.1 18.6 -1.4 69.2 13.7 12.9 

Boilers & turbines 7.3 22.9 21.7 23.3 4 21.5 12.3 25.6 

Engines -6 28.9 16.5 14.1 17.8 35.1 12.5 8.8 

Wires & cables 6.8 15.7 19.1 17.3 921.5 -1.8 53.6 16.4 

Acs & refrigerators 19.2 21.8 17.2 17.7 55.5 11.2 35.4 31.8 

Storage batteries 7.6 21.4 16.2 15.7 74.9 10 6.5 21.4 

Computers hardware 6 4.7 12 8.7 D-L I-L L-P 41.8 

Passenger cars & MUVs 35.5 19.5 16.7 15.9 118.9 6.2 18.1 11.8 

Two & three wheelers 26.3 26.2 20.3 19.1 110.9 18.8 18.4 15.7 

Automobile ancillaries 16.2 26.6 16.8 17.3 83.7 33 22.3 23.9 

Paper & newsprint -1.8 17.9 13.4 14 -35.9 63.1 24.3 24.3 

Media-print 3.6 11.1 8.2 7.1 95.3 9.3 -9.1 -2 

Crude oil & natural gas -7 10.7 17.1 11.9 13.3 9.5 19.6 11.4 

Hotels & restaurants -11.9 19.2 15 13.5 -53.5 52.7 36.7 28.8 

Media-broadcasting 13.8 24.3 16.6 12.2 L-P 51.8 9.6 9.9 

Transport logistics 

services 

6.1 11.3 9.8 8.4 -4.7 9.9 11.2 6.3 

Computer software 5.9 15.8 18 15.2 16.8 17.4 16.6 13 

Securities broking 25.3 3.3 11.5 10 89 8.5 17.1 15.8 
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Cotton & blended yarn 
 

Spun yarn production to rise by around 8% during 2010-13 
 

CMIE expects yarn production to grow by 7.1 per cent during 2011-12 and then by 7.9 per cent 

during 2012-13. The demand for yarn from the fabric segment and integrated apparel makers is 

expected to remain strong in the next two years as well. Driven by the healthy demand for yarn 

from fabric makers and integrated apparel companies, production to continue in the coming 

months. During 2010-11, total spun yarn production is expected to rise by 8.5 per cent to 45.3 

lakh tonnes. 

Although cotton production is expected to dip by a marginal 1.1 per cent during 2011-12 before 

again rising by 2.6 per cent in 2012-13, the availability of cotton would not pose a problem to the 

yarn industry. This is because India has been a cotton surplus country and exports 15-20 per cent 

of cotton output in the global markets. Hence, a minor fall in cotton output is unlikely to affect 

cotton availability and thus yarn production. 

Continuous flow of fresh investments in the industry 
 

The demand for yarn from the fabric and integrated apparel companies is expected to remain 

high over the next few years. To cater to this, companies in the industry are continuously adding 

capacities. During 2010-13, 36 projects entailing an investment of over Rs.3,950 crore are 

scheduled to be commissioned. Most of these investments would go towards the setting up of 

cotton yarn manufacturing facilities. The industry is scheduled to add a capacity of around 10.7 

lakh spindles during this period. 

Industry sales to rise by 29.5%during 2010-11 
 

During 2010-11, we expect the cotton & blended yarn industry to post a healthy 29.5 per cent 

increase in its sales. This growth will mainly be price driven and would be the highest sales 

growth recorded in at least the last decade. 

Cotton prices scaled new highs during October 2010, As a result of this rise in yarn prices; CMIE 

expects the margins of the industry to improve during the year. The industry‟s PBDIT margin is 

expected to increase by 100 basis points to 14.9 per cent. Its net margin would also rise to 3.8 per 

cent from 1.9 per cent during 2009-10.  
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Profit margins of yarn industry to improve in 2010-11 (% change compared to a year-ago) 

  Mar-09 Jun-09 Sep-09 Dec-09 Mar-10 Jun-

10 

Sep-10 

Estima

te 

Dec-10 

Forecast 

Mar-11 

Foreca

st 

Jun-11 

Forecast 

Income -7.1 2.3 8.3 23.3 32.8 32.9 29.6 26 28.8 18.3 

Net sales -7.2 2 8.3 23 32.5 33.5 30 26 29 18 

Total expenses -8.4 -1.7 2.3 14.4 28.7 30.9 26.9 23.4 28.3 16.7 

Raw Materials -10.3 -3.5 2.1 19.7 38.3 38.2 33.2 26.5 27 14.2 

Salaries & Wages 0.1 4.2 9.4 12.6 13.1 16.7 16.1 23 35.2 21.9 

Power & Fuel 0.3 4 11.4 18.7 9.6 11.9 10 7 31.1 20.2 

Selling & Marketing -44.4 -29.2 -18.2 61.5 15 8.2 8.7 13.9 11.1 6.6 

Other Expenses -14.2 -8.8 -4.1 0.1 17.8 30.3 23.1 22.8 31.5 22.2 

Depreciation -0.3 4.5 0.2 0 12.3 4.3 3.9 9.5 12.8 15.1 

Interest Expenses 17.8 9.7 -1.3 -4.7 0.6 9.2 13 19.2 25.6 18 

Tax Provision  180.9 162.7   245.5 140.7 63.7 106 27.1 

PBDIT -29.5 23.8 49.1 153.5 199 67.9 41.3 28.9 23.7 16.1 

PAT       209.3 88.1 16.6 11 

Other income/Income 

(%) 
1.2 0.7 0.8 0.8 1.5 0.3 0.5 0.8 1.3 0.5 

Raw Material/Net Sales 

(%) 
57.2 58.4 58.6 59.7 59.4 60.5 60 60 58.5 58.6 

Interest/PBDIT (%) 92.9 48.7 38.8 37 32 31.4 31 34.2 32.5 31.9 

PBDIT/Net Sales 5.5 12.1 13.1 13.5 13.6 16 14.6 13.8 13.1 15.5 

PBDIT/Income (%) 6.7 12.7 13.8 14.1 14.8 16.2 15 14.5 14.3 15.9 

PAT/Income (%) -5.5 -0.7 1.7 2.2 3.9 4.3 4.1 3.2 3.5 4 

All income and profit figures are net of prior period and extraordinary transactions.  

PBDIT is net of other income in PBDIT/Net sales ratio. Growth is not calculated when figures 

are negative.  

Fertilizers 

Production to grow at healthy pace in 2011-13 
CMIE expect the growth in fertilizer production to pick up in the coming months, leading to 6.1 

per cent rise in production in 2010-11. The healthy growth in fertilizer production is likely to 

continue in 2011-13. CMIE expects fertilizer production to grow by 5.9 per cent in 2011-12 and 

by 8.2 per cent in 2012-13. This is because of three reasons: 

 Capacity additions:  

In 2011-13, we expect fertilizer industry to witness a huge capacity addition. The installed 

capacity in the industry is expected grow by 62 lakh tonnes to 514 lakh tonnes. 

Rise in demand 
 With the increasing use of HYV (High yielding variety) seeds, the consumption of fertilizers is 

likely to rise. Moreover, the rainfall is expected to remain normal in the coming years, which 
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will lead to higher area under cultivation. Consequently, fertilizer demand will grow by around 

5.5 per cent p.a. in 2011-13. 

 Availability of raw materials 
 Production of fertilizers was adversely affected in 2007-09 due to raw material scarcity. 

However, the situation has improved since 2009-10. As the natural gas production is expected to 

grow by 11.1 per cent in 2011-12 and by four per cent in 2012-13, we believe that an adequate 

gas will be available to the fertilizer sector. Moreover, availability of rock phosphate/phosphoric 

acid is expected to remain normal in the coming years. This will drive fertilizer production 

upwards. 

As domestic production of fertilisers is not sufficient to meet aggregate demand, India relies on 

imported fertilisers. India witnessed a sharp rise in Imports during 2003-09. However, in 2011-

13 imports are likely to rise at a slower pace as we expect a healthy growth in fertilizer 

production. In 2011-12, imports will grow by 4.2 per cent to 162 lakh tonnes, whereas in 2012-

13, imports will rise by 1.2 per cent to 164 lakh tonnes. 

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                          

Total income to rise by 22.7%in 2010-11, although dissatisfactory performance on 
profitability front  
  

CMIE expect total income of the industry to rise by 22.7 per cent in 2010-11 as against a 23.3 

per cent fall reported in 2009-10. Higher volumes and rise in sales realizations will enable the 

industry to report a double-digit growth in income in 2010-11. However, despite posting a strong 

income growth, the performance of the industry will not be satisfactory on the profitability front.  

A sharp rise in raw material expenses will take a toll on the profitability of the industry. In May, 

the government hiked the APM (Administered Price Mechanism) gas price from USD 1.79 

mmbtu (metric million British thermal unit) to USD 4.2/mmbtu. The APM gas accounts for 

nearly 40-50 per cent of the total gas consumed by the fertilizer industry. Hence, rise in APM gas 

price will push input cost of the industry upwards. Moreover, prices of phosphoric acid/rock 

phosphate are also expected to rise by 30-40 per cent compared to a year ago. Consequently, the 

raw material expenses will grow by 34.2 per cent. Besides, the energy cost of the industry is 

expected to grow by 25.8 per cent. Consequently, total expenses will grow by 28.3 per cent. 

With a faster rise in total expenses, the PAT margin of the industry will slip by 20 basis points to 

4.3 per cent. 
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Profit margins of the industry to decline in 2010-11 (% change over year-ago) 

  Mar-

09 

Jun-

09 

Sep-

09 

Dec-

09 

Mar-

10 

Jun-

10 

Sep-10 

Estimates 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecast 

Income 8.2 -9.1 -41.6 -30.1 12.3 5.2 32.8 30.5 18.2 15.5 

Net Sales 12.9 -9.6 -42.5 -30.3 11.4 5.3 34 30.6 20.8 15.4 

Total expenses 9.9 -21.5 -39.9 -27.2 -2 19.6 31 31.2 30.2 7.3 

Raw materials 9.9 -22.8 -46.8 -34.4 -6.7 22.5 39 38 36 6.5 

Salaries & Wages 40.4 0 -0.1 2.8 -5.3 10.2 11.3 14.5 18.1 10 

Power & Fuel -5.7 -16.8 -32.7 -6.6 5.6 18.2 29.8 25 29 14 

Other expenses 4.1 -27.3 -16.1 -7 12 13.6 9.8 15 20 9.9 

Depreciation 12.7 10.1 6.1 5.7 7.3 5.9 1.5 19 22.7 18.4 

Interest expenses 30.4 -29.4 -31.6 -36.1 3.8 -8.8 10.3 15 19 16 

Tax provision 40.6 -42.9 -18.5 10.6 10.2 41.4 8.2 4.3 29.1 -37.6 

PBDIT -14.3 -10.3 -16.5 14.1 18.1 39.7 5.2 7.6 15.4 -10.8 

PAT -51.4 46.5 -17.7 68.7 42.5 122.6 3.8 1.2 2.2 -26.4 

Other income/incomes 

(%) 
1.9 1.9 2.3 1.3 3.6 1.8 1.4 1.1 1.5 1.9 

Raw material/Net Sales 

(%) 
61.5 69.4 64.6 66.2 51.5 80.7 67 69.9 58 74.4 

Interest/PBDIT (%) 22.1 23.6 14.7 14.4 18.3 15.4 15.4 15.4 18.9 20 

PBDIT/Net Sales (%) 8.6 7.9 11.1 10.7 8 11.2 9.2 8.7 9.7 8.1 

PBDIT/Income (%) 10.3 9.6 13.2 11.8 11.3 12.8 10.4 9.7 11 9.9 

PAT/Income (%) 3 2.6 5.7 5 4.3 5.4 4.4 3.9 3.7 3.5 

All income and profit figures are net of prior period and extraordinary transactions.    

PBDIT is net of other income in PBDIT/Net sales ratio. Growth is not calculated when figures are negative. 

 

Pesticide 
Production of pesticides to report modest growth in 2011-13 

CMIE expect the pesticides industry to report a more than five per cent growth in production in 

2011-13. This is because of two reasons. Firstly, the industry is expected to witness a rise in its 

installed capacity. CMIE expects nine projects worth Rs.1, 203 crore to get commissioned in 

2011-13. Secondly, CMIE expect a rise in pesticides demand assuming rainfall to be normal. 

CMIE expect output of monocrotophos to rise by six per cent in 2011-12 and by 6.5 per cent in 

2012-13. Production of endosulphan will also report modest growth in 2011-13. It will grow by 

5.4 per cent in 2011-12 and by 6.7 per cent in 2012-13. 

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                

Income to grow at healthy pace in 2010-11  

CMIE believes that the industry will continue to clock a double digit growth in income in the 

remaining quarters of 2010-11. In 2010-11, total income is expected to grow by 15.4 per cent as 

against a 5.1 per cent rise reported in 2009-10. This will be driven by both higher volumes and 

improved realizations. The performance of the industry will also be satisfactory at the net level. 

In 2010-11, the raw material expenses are expected to grow at a slightly faster pace (16.1 per 

cent). With a less than proportionate rise in expenses vis-a-vis income, net profits of the industry 

will grow by 17.6 per cent and the PAT margin will grow by 20 basis points to 7.3 per cent. 
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PAT margin to improve in 2010-11 (% change compared to year-ago quarter) 

  Mar-

09 

Jun

-09 

Sep-

09 

Dec-

09 

Mar-10 Jun-

10 

Sep-10 

Estimate 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecast 

Income 18 11.1 -3.1 9.4 4.2 6.7 19.1 19.8 17.6 13.6 

Net Sales 19 10.3 -2.7 10.3 6.3 8 19.1 18.9 15.6 13.1 

Total expenses 21.7 11 -8.6 -6.1 3.8 10 22 16.3 14.5 12.9 

Raw materials 18.9 16.1 -8.6 -10.6 3.1 6.1 24.5 19 18 14.4 

Salaries & Wages 18 11.7 8.7 7.2 7.3 17.9 10.2 10.1 9.1 12.1 

Power & fuel 16.2 1.8 12.6 30.6 1.2 13.4 19.5 20 17 17.6 

Other expenses 28.9 -3.7 -12.5 3.1 7.3 28.9 21 14.9 10.3 11.4 

Depreciation 384.6 9 9.6 23.6 1.8 7.5 25 15 6.1 9 

Interest expenses -15.3 -15 -22.5 -58.6 -63.6 9.7 9 15.9 12 7 

Tax provision -25.8 36.9 -3.2 70.1 336 -20.9 19.8 -0.7 1 1.7 

PBDIT -7.8 5.9 -12.6 39 15.3 -10 24.6 8.9 38 6 

PAT -55.7 3 -16.2 165.6 91.7 -15.8 34.4 8.9 98.8 6.4 

Other 

income/income (%) 
2.4 2.9 1.5 1.5 0.5 1.7 1.4 2.3 2.3 2.1 

Raw material/Net 

Sales (%) 
62.4 66.6 56.5 51.2 60.5 65.4 59.1 51.3 61.8 66.1 

Interest/PBDIT (%) 39 14.9 21.9 11.1 12.3 18.2 19.2 11.9 10 18.4 

PBDIT/Net sales 

(%) 
7.2 13.9 15.6 14.9 9.9 12.3 16.5 12.7 10.2 11 

PBDIT/Income (%) 9.4 16.4 16.9 16.2 10.4 13.8 17.7 14.7 12.2 12.9 

PAT/Income (%) 2 8.4 7.4 8.5 3.6 6.6 8.4 7.7 6.1 6.2 

All income and profit figures are net of prior period and extraordinary transactions.    

PBDIT is net of other income in PBDIT/Net sales ratio. Growth is not calculated when figures are negative. 

 
 

Drugs & Pharmaceuticals 
 

Healthy export growth expected in 2010-13  

CMIE expect drug exports to increase at a healthy pace over the next three years. For the year 

ending March 2011, we expect exports to grow by 13.4 per cent to USD 10,065 million. In 2010-

11, we expect the exchange rate to average at Rs.45.6 per USD, a four per cent appreciation over 

the preceding year. Consequently, in rupee terms we expect exports to grow by a lower nine per 

cent to Rs.45, 896 crore. In 2011-12, drug exports are expected to increase by a slower 8.2 per 

cent to USD 10,889 million. In 2011-12, we expect a further appreciation of 3.6 per cent and the 

rupee will average at Rs.44 per USD. Consequently, in 2011-12, drug exports are expected to 

increase by a slower 4.4 per cent to Rs.47, 912 crores over the nine per cent rise expected in 

2010-11. For the year ending March 2013, we expect exports of drugs to grow by 9.9 per cent to 

USD 11,968 million. The rupee is likely to appreciate by a 1.2 per cent and consequently, it is 

expected to average at Rs.43.5 per USD. Thus, exports are likely to grow by an 8.7 per cent to 

Rs.52, 061 crores. 

The reason for a healthy export growth rate is driven from the fact that US market alone accounts 

for over 20 per cent of India‟s drug exports. Consequently, favorable conditions prevailing in the 

US will have a positive impact on Indian drug exports. Moreover, Indian companies have 

increasingly been filing Abbreviated New Drug Approvals (ANDAs) applications. In March 

2010, the US government passed the US Health Care Bill. According to this bill, an additional 32 

million people will be covered by insurance companies. This means that the US government will 

try to curtail growing healthcare costs. They will try to introduce generic version of drugs 

wherever possible to cut cost of medication. With the Indian pharma industry deeply entrenched 

in manufacturing generics, Indian exporters of generic drugs are likely to gain.  
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Margins to contract in 2010-11 

For the year ending March 2011, the sector‟s sales growth is expected to rise by 13.6 per cent in 

2010-11, on account of a healthy increase in both the domestic and international markets. 

Following the loss incurred by Piramal Healthcare in the September 2010 quarter, we have 

revised our PAT growth forecast for 2010-11. CMIE now expects the sector‟s PAT to decline by 

a sharper 36.6 per cent in 2010-11 compared to the sharp 191 per cent increase a year ago. CMIE 

had earlier expected the sector‟s PAT to decline by two per cent in 2010-11 

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                    

.Sales expected to increase at a healthy pace in 2010-11 (% change from year-ago) 

  Mar-

09 

Jun-

09 

Sep-09 Dec-09 Mar-10 Jun-

10 

Sep-10 

Estimates 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecast 

Income 10.4 14 7.3 18.7 20.4 6.8 13.2 14.1 11.9 14.5 

Net sales 11.9 6 7.6 17.4 17.1 13.5 13 15 13 14 

Total expenses 22.3 9.7 -3.2 1.8 7.8 11.2 37.6 13.9 13.4 12.5 

Raw materials 8.9 6.4 -0.3 10.7 15.9 12 15.2 17.5 19 15 

Salaries & wages 17.9 20.2 10.2 21 23.3 19.9 12 13 11 10 

Power 5.1 -6.4 -10.2 -0.1 32.5 22.1 12 16.5 13 25 

Selling 17.1 2 12.1 -9.5 -2.3 20.2 12 9 12 14 

Other expenses 51.3 -1.9 -19.3 -25.5 -20.6 20.6 10 11 16 7 

Depreciation 22.5 16.8 13.2 9.8 17.3 14.6 11 10 11 10 

Interest expenses 71.9 30.7 2.8 -18.3 -5 -11.3 4 5 4.3 15 

Tax provision -6.2 119.6 35.2 172 160.4 -42.2 608.5 3.2 -30.6 28.3 

PBDIT -35.5 50.8 61.9 204 151.5 -17.6 11.5 3 -5.7 16.8 

PAT -76.1 48 113.8 1,728.60 462.1 -17 1.1 -1.5 16.3 - 

Other income/incomes 2.6 8.8 1.6 4.5 5.3 3.3 1.8 3.7 4.4 3.8 

Raw material/Net sales 

(%) 
47.4 48.2 46.1 47.2 46.9 47.7 47 48.2 49.4 48.1 

Interest/PBDIT (%) 26.6 9.7 10.2 8.6 9.6 10.3 9.5 8.8 10.6 10.2 

PBDIT/Net sales (%) 9.6 19 22.2 22 21.2 17.7 21.7 20 17.7 17.7 

PBDIT/Income (%) 12 26.2 23.5 25.5 25.3 20.4 23.1 23 21.3 20.8 

PAT/Income (%) 2.6 15.4 14.3 14.8 13.9 12.2 -4.6 13.1 12.3 12.4 

All income and profit figures are net of prior period and extraordinary transactions. PBDIT is net of other income in 

PBDIT/Net sales ratio. Growth is not calculated when figures are negative.      
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Steel 
 

Production to grow faster than consumption in 2011-12 and 2012-13 
Finished steel production growth lagged the growth in consumption in the last five years as 

capacity additions did not keep pace with the growth in demand. While steel consumption has 

grown at a CAGR of 10.4 per cent since 2005-06, CAGR in production has been much slower at 

7.6 per cent. This trend is expected to reverse from 2011-12. We expect steel production growth 

to outpace the growth in consumption in 2011- 12 and 2012-13, driven by huge capacity 

additions. 

The steel industry is expected to commission 16.5 million tonnes of finished steel capacity in 

2010-11, the highest ever in a single year. In the following two years, capacity additions are 

expected to be even higher at 27 million tonnes and 18.9 million tonnes. With this, finished steel 

production is expected to grow by 12.5 per cent in 2011-12 and by 17.5 per cent in 2012-13. By 

March 2013, finished steel production is expected to touch 84 million tonnes. Finished steel 

consumption is expected to grow by 12 per cent and 14 per cent, respectively, in 2011-12 and 

2012-13, after an estimated 9.5 per cent growth in 2010- 11.  

An unprecedented growth seen in the production of automobiles and consumer durables in the 

last one year is expected to continue. Automobiles production is expected to grow by 14.5 per 

cent per annum in the subsequent two years after 2010-11, which will drive the demand for flat 

steel products.  

Rising construction activity in the real estate, infrastructure and industrial segment is expected to 

boost the demand for long steel products. We expect construction component of GDP to grow by 

10.5 per cent in 2011-12 and by 11 per cent in 2012-13. 

India has been a net importer of steel since 2007-08 as demand has grown faster than supply. As 

domestic supply improves in the next two years, we expect the rate of growth in imports to 

moderate. After rising by 38 per cent in 2009-10, we expect volume of imports to grow by 25 per 

cent in 2010-11 and slow down to 17.9 per cent and 10 per cent in 2011-12 and 2012-13. 

Domestic steel prices are highly influenced by movements in international steel prices. Global 

steel demand remained subdued in the first half of 2010 due to concerns of debt crisis in Europe 

andmonetary policy tightening in China. Demand continues to remain sluggish in key markets 

like US and Europe. However, we expect demand to pick up from 2011. This is expected to keep 

the international steel prices on an uptrend in the next two years. Also, the prices of major raw 

materials like iron ore and coking coal are expected to remain high. Thus, globally prices are 

expected to rise in the next two years. 

High international prices and a strong demand are expected to push up domestic steel prices. 

After an estimated 18 per cent rise in prices in 2010-11, the benchmark hot rolled coil prices are 

expected to rise by seven per cent and eight per cent in 2011-12 and 2012-13. 

Installed capacity is expected to touch 137.5 million tonnes by March 2013 

The steel industry is expected to commission 62 million tonnes of finished steel capacity in the 

next three years. The installed capacity is expected to touch 137.5 million tonnes by March 2013. 
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However, Progress of a several large steel projects has gathered pace in the last 2-3 years and 

they are now scheduled to be commissioned by March 2013. JSW steel is expected to complete 

its Rs.7,000 crore expansion project at Torangallu in Karnataka by March 2011and enhance the 

installed capacity of  by 3.2 million tonnes to 10 million tonnes. Essar steel is expected to add a 

3.4 million tonnes steel capacity at its SEZ project at Hazira in Gujarat. SAIL is expected to 

complete the expansion and modernisation of the IISCO plant of Rs.14,430 crore, which will 

increase its manufacturing capacity by two million tonnes. Tata steel is expected to complete its 

capacity expansion project at Jamshedpur by September 2011and increase its capacity from 6.8 

million tonnes to 10 million tonnes. 

Prices to remain stable during November & December 2010 

CMIE expects prices to remain stable during November and December 2010 because 

international steel prices have been softening since mid-October as demand from key markets 

like US and Europe remained sluggish, especially the demand from the construction sector.  It is 

expected that global steel demand to pick up in the March 2011 quarter. Thus, international steel 

prices are expected to firm up during January-March 2011. In the domestic market steel prices to 

rise by 3-5 per cent in the fourth quarter. Steel companies hiked prices by up to Rs.3,000 per 

tonne during September-October 2010 due to firm international steel prices, a pick up in demand 

and higher raw material cost.  

Sales to grow by 28.5% in December 2010  

Driven by a healthy demand and higher prices, steel industry‟s sales are expected to grow by a 

robust 28.5 per cent and 32 per cent, respectively, in the December 2010 and March 2011 

quarters. It is also expected that the financial performance of other steel companies that are yet to 

announce their results to be in line with the early results. Net sales of the industry are estimated 

to have grown by 18.2 per cent in the September 2010 quarter. 

PBDIT margin to increase to 20-23% in the second-half of 2010-11 

With a combination of rise in prices and lower raw material cost, CMIE expects the PBDIT 

margins of the steel industry to increase to 20-23 per cent in the second-half of 2010-11 from an 

estimated 18.6 per cent in the September 2010 quarter. However, margins are expected to 

contract compared to second half of 2009-10 as the y-o-y rise in raw material prices is expected 

to be higher than the rise in steel prices. 

A majority of the 26 companies experienced a pressure on their profitability on account of soft 

pricing and a surge in raw material cost. Early results of 26 steel companies show that the 

aggregate PBDIT margin declined by 580 basis points to 18.9 per cent in the September 2010 

quarter from 24.6 per cent in the June 2010 quarter. However, since September 2010, steel 

companies have hiked prices by up to Rs.3,000 per tonne and contract prices of iron ore and 

coking coal have come down by 10-15 per cent due to weak demand from China.  
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Sales to grow at robust pace in second-half of 2010-11 (% change over a year ago) 

  Mar-09 Jun-

09 

Sep-09 Dec-09 Mar-10 Jun-

10 

Sep-10 

Estimate 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecast 

Income -11.1 -11.9 -13.7 29.1 23 13.9 18.7 28.6 31.3 21.3 

Net sales -12.8 -13.5 -13.9 29.4 23 15.8 18.2 28.5 32 20.5 

Total expenses -16.1 -12.8 -17.2 12.5 25.6 26.1 22.3 29 34.2 16.9 

Raw Materials -6.6 -6.5 -14 5.6 16.7 25.5 24 32.5 39 21.2 

Salaries & Wages -42.7 -34.2 -48.1 0 18.2 56.8 30 20.6 28.5 11.2 

Power & Fuel 2.7 5.7 7.9 27 28 11.4 19.8 37.6 38 20 

Selling & 

Marketing 

47.8 -23.1 79.2 54.2 22.7 2,978 13.6 18.2 8.9 -86.5 

Other Expenses -37.7 -35.9 -29.7 10.6 60.3 31.8 25.8 35 31.8 12 

Depreciation 15.6 13 10.1 9.6 9.4 14.4 18 22.7 13.4   

Interest Expenses 18.2 22.5 18.7 4.9 11.2 8.9 20.3 21.8 29.5 17.3 

Tax Provision -54.5 -35.4 -21.7 473.6 139.2 33.8 0.5 1 14.4 -8.3 

PBDIT -19.6 -11.8 152.1 69.2 22.1 -4.8 7.9 18.1 6.2   

PAT -34.1 -23.2 1,068 101.7 29.7 -26.8 1.7 15.4 5.6   

Other 

income/Income 

(%) 

3.1 3 1.9 2.5 2.9 1.4 2.3 2.6 2.4 2.1 

Raw Material/Net 

Sales (%) 
51.6 56 52.4 52.4 49.7 60.5 55 54 52.3 60.8 

Interest/PBDIT 

(%) 
20.2 20.5 18.6 17.9 13.7 18 23.6 20.2 15 19.8 

PBDIT/Net Sales 16.6 19.3 21.7 22.6 23.5 22.6 16.7 18.4 21.3 19 

PBDIT/Income 

(%) 
19.2 21.7 23.2 24.5 25.8 23.7 18.6 20.6 23.2 20.7 

PAT/Income (%) 8.2 8.6 9.8 11 13.1 10.1 6 8.7 11.5 8.8 

All income and profit figures are net of prior period and extraordinary transactions.  

PBDIT is net of other income in PBDIT/Net sales ratio. Growth is not calculated when figures 

are negative.  

Aluminum & Aluminum Products 
 

Primary aluminum capacity to grow by 9.7 lakh tonnes in next three years  

CMIE estimates for capacity additions by primary aluminum companies to increase by only 9.7 

lakh tonnes during 2011- 12 as against earlier expectation of 26 lakh tonnes. Vedanta Aluminum, 

which was scheduled to commission the first phase of its 12.5 lakh tonnes aluminum smelter at 

Jharsuguda in Orissa by the end of 2010- 11, has deferred the project temporarily. The company 

has also deferred the expansion of the 3.25 lakh tonnes aluminum smelter of its subsidiary, 

Balco, at Korba in Madhya Pradesh. By March 2013, we expect the installed capacity to touch 

27 lakh tonnes as against 43.4 lakh tonnes expected earlier. 

CMIE expects the sales growth of aluminum & aluminum products industry to decelerate in the 

second-half of 2010-11. In the December 2010 and March 2011 quarters, we expect sales to 

grow by 14.6 per cent and 15.6 per cent, respectively. This is because the y-o-y rise in prices will 
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taper off in the second-half as high base effect sets in. Sales growth of the industry is expected to 

decelerate in 2011-12 and 2012-13 to around 8 per cent, after an estimated 22 per cent rise in 

2010-11. Nalco, which accounts for 65 per cent of the industry sales, is not expected to add new 

capacity in the two years. This coupled with a modest rise in prices will result in a slowdown in 

sales growth. 

Net Profit margin to come under pressure, earmarking a decline of 12% in December 2010 

The profitability of the industry is also expected to come under pressure in the second-half as 

prices are expected to remain range-bound due to oversupply in the industry. CMIE expects the 

net profit margin of the industry to decline to around 12 per cent in the December 2010 and 

March 2011 quarters compared to 15-16 per cent in the first-half. In 2011-12, the net profit of the 

industry is expected to grow faster than sales by 19 per cent as major cost components are not 

expected to rise sharply. However, as new projects of downstream companies come on stream 

expenses like raw materials, salaries and interest are expected to surge, leading to a modest 4.8 

per cent rise in net profit in 2012-13. 

Profit margins to come under pressure in the second half of 2010-11 (% change over a year ago) 

  Mar-09 Jun-09 Sep-09 Dec-09 Mar-

10 

Jun-10 Sep-10 

Estimate

s 

Dec-10 

Forecas

t 

Mar-11 

Forecas

t 

Jun-11 

Forecast 

Income -7.2 -27.1 -13.3 32.5 33.5 35.5 24.2 15.6 15.9 9.5 

Net sales -8.2 -28.8 -16.5 38 37.8 39 25.3 14.6 15.6 9.4 

Total expenses 4.7 -13 0.9 24.3 14.9 28.1 9 12.1 19.6 10.8 

Raw Materials -8.1 -10.7 1.5 33.7 28.5 30.3 5 10 14.6 8.5 

Salaries & Wages 130.3 10.8 14.5 15.1 -31.2 27.7 18 9.8 25 8.8 

Power & Fuel 30.1 5 22.2 21.4 44.8 29.3 5 12.9 20.2 18 

Depreciation -0.7 14.1 12.4 22.1 3.4 19 20.5 16.1 22 4.5 

Interest Expenses 22.9 -4.2 -7.9 -2.4 -12.9 17.1 6 14.2 30 11.4 

Tax Provision -78.3 -73 -61.2 14.6 185.5 64.3 24.1 24.3 10 7 

PBDIT -71.7 -62.1 -53.9 10.9 268.7 68.8 77.6 29.3 -8.2 -0.1 

PAT -86.4 -70.6 -64.7 6 1,439.1 107.2 154.2 39.6 -22 -5.1 

Other income/Income 

(%) 
6.2 6.6 7.4 3 3.2 4.3 6.5 3.9 3.4 4.3 

Raw Material/Net 

Sales (%) 
35.2 39 36.1 35.1 31.8 36.2 30.2 33.7 31.5 35.9 

PBDIT/Net Sales 6.7 16.1 12.8 18.5 27.6 23.8 22.4 20.4 21 21.3 

PBDIT/ Income (%) 12.4 21.6 19.2 21 29.9 27.1 27.5 23.5 23.7 24.7 

PAT/Income (%) 3.5 9.9 8.2 10 19 15.2 16.8 12.1 12.8 13.2 
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All income and profit figures are net of prior period and extraordinary transactions.  

PBDIT is net of other income in PBDIT/Net sales ratio. Growth is not calculated when figures 

are negative.  

Copper & Copper Products 
 

 Copper cathodes production is expected to grow by 4.4% in 2010-11 

CMIE expects production to grow at a robust pace in the second half of 2010-11, driven by a 

strong demand for the metal. The highest ever capacity additions of 16,144 mw by power 

companies and a rise in real estate construction activity are expected to boost demand for copper. 

With this, copper cathodes production is expected to grow by 15.9 per cent y-o-y during October 

2010-March 2011. Our production forecast for 2010-11 is based on the assumption that 

operations of Sterlite Industries‟ 4.1 lakh tonnes smelter at Tuticorin in Tamil Nadu remain 

unaffected. Domestic production is not expected to grow at a similar pace as demand during 

2011-13, as no new capacity is scheduled to be commissioned. CMIE expects production growth 

to decelerate to around 4.3 per cent and 2.8 per cent, respectively, during 2011-12 and 2012-13. 

In the first half of 2010-11 the copper cathodes production fell by 6.8 per cent, compared to the 

corresponding period of 2009. This was due to a sharp 14.5 per cent fall in Sterlite‟s production.  

Sales growth to accelerate in second half of 2010-11 
CMIE expects sales growth of the copper industry to accelerate in the second half of 2010-11. A 

strong demand coupled with higher prices is expected to drive the growth in industry‟s sales. 

Sales are expected to grow by around 14.8 per cent and 31.8 per cent in the December 2010 and 

March 2011 quarters, respectively. It is also expected that the net sales of the copper & copper 

products industry to grow by a healthy 13.9 per cent and 18.9 per cent, respectively, in 2011-12 

and 2012-13. Hindalco and Sterlite Industries together account for more than 95 per cent of sales 

Profitability to come under pressure in 2012-13 (% change) 

  2006-07 2007-08 2008-09 2009-10 2010-11 

Forecast 

2011-12 

Forecast 

2012-13 Forecast 

Income 52.1 -8.3 4.9 2.9 21.7 8.3 8.7 

Net sales 51.9 -9.5 6.1 3.3 22.1 8 8.3 

Total expenses 47.7 2 13.8 6.1 16.6 9.7 9.6 

Raw Materials 82.1 12.6 8.5 11.9 14.3 6.8 7.6 

Salaries & Wages 14.2 17.3 57.5 -2.2 19.7 10.4 16.3 

Power & Fuel 142.2 10.8 39.1 23.2 15.3 12.3 10.1 

Depreciation -7.1 3 12.8 19.3 4.8 10  

Interest Expenses 5.1 31.7 25.9 -6.8 16.4 12.6 14.9 

Tax Provision 61 -29.2 -23.1 -35.5 26.2 20.7 3.4 

PBDIT -27 -22.2 -19.1 32.1 16.5 5.5  

PAT -30 -28.6 -19.8 41.1 19 4.3  

Other income/Income (%) 3.1 6.4 5.3 4.8 4.5 4.6 4.8 

Raw Material/Net Sales (%) 50 32.3 34 35.1 32.8 32.6 32.5 

Interest/PBDIT (%) 3.2 2.2 3.7 4.4 3.9 3.9 4.2 

PBDIT/Net Sales 31.4 35.6 25.2 19.4 21.8 22.9 21.7 

PBDIT/Income (%) 33.5 39.7 29.1 23.3 25.3 26.4 25.5 

PAT/Income (%) 19.8 23 15.5 12.1 14.1 14.8 14 
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of the copper industry. Both the companies operate custom smelters, i.e., they buy copper 

concentrates from miners to process them into copper cathodes. Due to limited availability of 

copper concentrates and a strong demand, prices of copper are expected to rise sharply. Sales 

growth will be primarily driven by rise in copper prices. 

Copper price to remain buoyant during 2011-13 

CMIE expects copper prices to remain buoyant during 2011-12 and 2012-13, on account of 

strong demand supply dynamics. Globally, copper supply is expected to remain tight, due to raw 

material constraints. No significant copper supply is expected to come on stream for the next 1-2 

years, as copper ore producers are in the initial stages of developing new mines. Due to a tight 

demand-supply outlook, in line with the rise in LME prices, domestic prices are also expected to 

rise by 11.5 per cent and 9.1 per cent in 2011-12 and 2012-13, respectively. Domestic demand 

for copper is expected to surge, considering the huge power generation capacity that is expected 

to come up in the next three years. Domestic demand for copper is expected to surge, considering 

the huge power generation capacity that is expected to come up in the next three years and lead 

to rise in domestic copper price. 

Profitability is expected to come under pressure 

Profitability is expected to come under pressure, due to a combined effect of high cost of copper 

concentrates and low TC/RC charges. CMIE expects PBDIT and PAT margins to remain almost 

flat at around 16- 17 per cent and 10-11 per cent, respectively, in 2011-12 and 2012-13. TC/RC 

charges have been falling due to limited availability of copper concentrates. Since Sterlite and 

Hindalco do not have captive mines, low TC/RC rates will put pressure on their profit margins.  

Margins to contract in December 2010 quarter compared to previous quarter (% change over a year ago) 

  Jun-

09 

Sep-09 Dec-09 Mar-10 Jun-

10 

Sep-10 

Estimates 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecast 

Sep-11 

Forecast 

Income -18.1 -10.7 30.4 43.8 34.1 11.2 17.4 31.6 18.6 24.4 

Net sales -17.4 -10.8 32.2 43 30.2 7.2 14.8 31.8 18.4 24.8 

Total expenses -8.3 6.4 58.4 23.2 16 -5.4 15.3 32.2 18.8 23.9 

Raw Materials -0.9 12.2 89.7 26.5 3.9 -10 16 35 21 27 

Salaries & 

Wages 

9.7 7.5 3.2 16.4 14.4 7.2 7 19.9 14.5 14.9 

Power & Fuel -13.4 -4.4 -2.4 17.7 18.1 -6.1 7.4 18.2 15.6 25.6 

Other Expenses -59.5 -16.5 10 4.8 237.4 23.6 25.7 20.3 1.5 5.5 

Depreciation 4.4 3.3 3.6 -9.2 1.9 -6.5 -7.2 -7.4 0.7 0.5 

Interest 

Expenses 

-1 16.3 -12.1 15.9 0.7 -9.6 -22.9 -22.4 8.5 3.7 

Tax Provision -50.4 -52.1 21 123.7 102.9 102.7 63.3 128.6 54.3 41.1 

PBDIT -36.4 -41.2 16.7 144.1 50.6 62.2 23.2 59 39.5 32.2 

PAT -46.5 -55.4 32.6 496.4 64.9 111.2 36.4 73.5 47.4 41.1 

Other income 

/Income (%) 

4.1 3.8 3.5 5.2 6.8 7.2 5.6 5.1 6.9 6.9 

Raw 

Material/Net 

Sales (%) 

82.9 85.7 73.2 66.3 65.9 71.9 73.9 67.9 67.4 73.2 
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Interest/PBDIT 

(%) 
14.7 18.6 14.5 11.3 7.9 10.4 9.1 5.5 6.1 8.1 

PBDIT/Net 

Sales 

11.8 8 10.2 12.5 11.6 10.2 8.9 16.3 14.8 11.7 

PBDIT/Income 

(%) 
15.4 11.5 13.3 17 17.6 16.7 14 20.6 20.7 17.8 

PAT/Income 

(%) 
7.7 5.4 7.3 10.5 10.5 10.3 8.5 13.9 13.1 11.7 

All income and profit figures are net of prior period and extraordinary transactions.  

PBDIT is net of other income in PBDIT/Net sales ratio. Growth is not calculated when figures 

are negative.  

Sales to grow by 14-19% during 2011-13 (% change over a year ago) 

  2006-07 2007-08 2008-09 2009-10 2010-11 

Forecast 

2011-12 

Forecast 

2012-13 

Forecast 

Income 50.5 6.2 -5.6 8 23 14.1 18.6 

Net sales 49.9 4.7 -6.7 8.3 20.5 13.9 18.9 

Total expenses 42.1 5.9 -8.7 16.5 13.8 15.2 19.5 

Raw Materials 49.3 8 -14.6 25.4 10.5 17.2 21.2 

Salaries & Wages 38.7 18.9 24.6 10.5 12 12.6 15.7 

Power & Fuel -6.4 3.9 -1 -1.8 8.9 16.7 23.6 

Selling & Marketing -38.5 87.5 6.7 -31.3 57.1 54.5 -11.8 

Other Expenses 34.3 -3.4 20.9 -16 47.6 3.6 10.2 

Depreciation 8.6 -3.5 10.3 0.3 -4.9 0.8 7.1 

Interest Expenses 21.1 8.5 12.7 3.7 -14.8 7 6.1 

Tax Provision 15.9 -17.5 -9.6 -18 102.3 15.8 12.7 

PBDIT 36.8 -7 -7.2 -3.2 49 12.1 11.8 

PAT 52.7 -7.1 -14.9 -1.4 69.2 13.7 12.9 

Other income/Income (%) 1.9 3.3 4.4 4.2 6.1 6.2 6 

Raw Material/Net Sales (%) 73.3 72.1 66 76.4 70 72 73.3 

Interest/PBDIT (%) 11.4 11 13.4 14.3 7.8 7.5 7.1 

PBDIT/Net Sales 14 13.4 12 10.6 12 11.6 10.7 

PBDIT/Income (%) 15.7 16.2 15.9 14.3 17.4 17.1 16.1 

PAT/Income (%) 10.1 9.5 8.6 7.8 11 10.9 10.4 

All income and profit figures are net of prior period and extraordinary transactions.  

PBDIT is net of other income in PBDIT/Net sales ratio. Growth is not calculated when figures 

are negative.  
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Sponge iron 

Production growth to accelerate during 2011-13 
CMIE expects sponge iron production to grow by 14 per cent and 18.4 per cent, respectively, 

during 2011-12 and 2012-13, after a 10 per cent growth estimated for 2010-11. Sponge iron 

production has grown at a CAGR of 18 per cent in the last five years. A rise in share of 

secondary steel sector (which use sponge iron to manufacture steel) in total steel production has 

driven the production growth of sponge iron sector. Steel production is expected to grow by 12.5 

per cent and 17.5 per cent, respectively, in 2011-12 and 2012-13. As secondary steel sector 

accounts for a major share in total steel production, sponge iron demand is expected to be robust 

in 2011-12 and 2012-13. 

Capacity to grow by 14.1%by March 2013 
To meet the rising demand from the steel industry in the next three years, sponge iron industry is 

coming up with healthy capacity additions during 2010-13. As per the CMIE CapEx database, 

the installed capacity of the industry will be enhanced to 380 lakh tonnes by the end of March 

2013, an increase of 14.1 per cent from the current capacity. CMIE‟s CapEx database reveals 

that another 7.5 lakh tonnes of capacity is scheduled to come on stream during November 2010-

March 2011. It is expected that at least six lakh tonnes of this capacity to get commissioned as 

per the schedule, after discounting 20 per cent of the capacity for unanticipated delays. 

Capacity to grow by 13.2 lakh tonnes in 2010-11 

  Units 2007-08 2008-09 2009-10 

(Estimate) 

2010-11 

(Forecast) 

2011-12 

(Forecast) 

2012-13 

(Forecast) 

Capacity ’000 tonnes 26,563.00 29,945.00 33,314.00 34,637.00 36,717.00 38,002.00 

Production ’000 tonnes 19,987.70 21,330.70 22,993.60 25,286.40 28,821.00 34,122.70 

Export ’000 tonnes 49.6 29.6 52.3 75.9 103.8 146.7 

Import ’000 tonnes 2 0.3 125.5 137.1 107 88.5 

Export Rs. crore 72.3 72.9 119.1 204.9 296.9 440.1 

Import Rs. crore 3.7 8.6 179.9 260.5 223.6 208 

Realisation Rs./kg 15.8 20 14.6 17.8 19.7 21.6 

Sales Rs. crore 31,600.60 42,682.80 33,501.60 44,984.50 56,719.70 73,602.60 

Domestic market value Rs. crore 31,532.00 42,618.50 33,562.40 45,040.00 56,646.50 73,370.50 

 
Sponge iron industry to report healthy sales growth in 2011-12 and 2012-13 
 

CMIE expects net sales of the sponge iron industry to grow by a healthy 18.7 per cent and 15.8 

per cent, respectively, in 2011-12 and 2012-13, on account of higher volumes and rise in prices. 

Driven by a strong demand, sponge iron companies are expected to report robust sales volume in 

the two years. Volumes are expected to grow by around 6-8 per cent, while prices by around 9-

11 per cent in 2011-12 and 2012-13. 

It is also expected that the industry‟s sales to grow at a robust pace in the second half of 2010-11. 

A strong demand and a rise in prices are expected to boost the industry‟s sales. Net sales of the 

industry are expected to grow by 50.4 per cent and 36 per cent in the December 2010 and March 
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2011 quarters, respectively. A part of the growth in December 2010 quarter will be due to a low 

base of the year-ago quarter. 

Profitability to improve in 2011-12 
 

Profitability of the industry is expected to improve in 2011-12, as sponge iron prices are 

expected to rise by around 10 per cent in the year. It is expected that the PBDIT and PAT 

margins to expand by 100-160 basis points to 14.1 per cent and 6.2 per cent, respectively, in 

2011- 12.  In 2012-13, profitability is expected to come under pressure, as raw material cost is 

expected to rise at a faster pace than rise in sponge iron prices. It is expected that the PBDIT and 

PAT margins to contract by 90-150 basis points to 12.6 per cent and 5.3 per cent, respectively. 

Margins of the industry are expected to improve sequentially, due to a combined effect of higher 

prices and lower raw material cost. We expect the PBDIT margin to improve to 13.9 per cent and 

15.1 per cent, respectively in December 2010 and March 2011 quarters. The PAT margin is also 

expected to expand to 5.6 per cent and 7.7 per cent, respectively. 

Raw material prices to rise at sharper rate than sales in 2010-11 (% change over a year ago) 

  Mar-

09 

Jun-

09 

Sep-09 Dec-09 Mar-

10 

Jun-

10 

Sep-10 

Estimates 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecast 

Income -24 -17.3 -32.4 -18.7 41.2 -1.1 21.3 50.9 35.7 32.9 

Net sales -23 -17.7 -32.7 -17.7 39.4 -1.1 20.6 50.4 36 32.3 

Total expenses -15.4 -17.8 -20.7 -16.4 16.7 -0.4 20.8 42.3 35.6 28 

Raw Materials -12 -16.2 -15.2 -18.1 14.3 -2 22 52.5 42 31.5 

Salaries & Wages 23.9 -1.8 -1.2 -9.1 5.2 6.8 10 20 25 20 

Power & Fuel 406.1 -8.9 -39.5 17.5 176.6 -27.4 23.5 42.1 30.7 75 

Selling & Marketing -47.7 -22.1 -26.2 -69.9 -28.9 -63.1 14.7 15.6 40.2 31.7 

Other Expenses -27.9 -20.1 -28 -33.4 17.6 1.1 10 10 15 20 

Depreciation -6.4 -4.5 -5.1 4.6 12 3.7 4.4 4 12 5 

Interest Expenses -26.1 -22.2 -16.4 -24.5 1.5 11.1 10 20 10 10 

Tax Provision -82.2 -66.4 -88.6 2,117.5

0 

287.8 80.7 189.9 20 25 6 

PBDIT -69.8 -61.5 -81.5 295 228.6 2 113.3 54.3 14.9 91.4 

PAT  -88.6      229.4 15.5  

Other income/Income 

(%) 
1.3 1.1 1 0.8 2.6 1.1 1.5 1.2 2.4 1.5 

Raw Material/Net 

Sales (%) 
81.7 75.1 78.3 71.5 67 74.5 79.2 72.5 69.9 74 

Interest/PBDIT (%) 60.3 30.4 51.6 25.8 18.6 33.1 26.6 20 17.8 19.1 

PBDIT/Net Sales 6.4 9.3 5.4 12.9 15.7 9.6 9.8 12.9 13 14 

PBDIT/Income (%) 7.7 10.3 6.4 13.6 17.9 10.6 11.2 13.9 15.1 15.3 

PAT/Income (%) -2 1.6 -1.8 2.6 9.1 0 2.7 5.6 7.7 6.7 

All income and profit figures are net of prior period and extraordinary transactions.  

PBDIT is net of other income in PBDIT/Net sales ratio. Growth is not calculated when figures 

are negative.  
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Sales to grow at a healthy rate in 2011-12 and 2012-13 (% change over a year ago) 

  2006-07 2007-08 2008-09 2009-10 2010-11 

Forecast 

2011-12 

Forecast 

2012-13 

Forecast 

Income 39.3 42.3 29.7 -11.3 26.9 18.9 15.7 

Net sales 39.2 42.9 30.8 -11.7 26.7 18.7 15.8 

Total expenses 33.8 16.5 28.3 -11 24.6 17.7 16.5 

Raw Materials 34.2 36.5 33.5 -9.8 28.3 18.6 17.5 

Salaries & Wages 24.3 9.1 34 -1.9 15.7 18.3 17.2 

Power & Fuel 36.2 -65.8 1,141.90 1.3 17.3 27.9 19.3 

Selling & Marketing 14.7 -7.6 -10.3 -38.3 -9.1 16 12.7 

Other Expenses 34.5 11.9 12.8 -17.9 9.5 15.2 15 

Depreciation 47.3 -0.8 -1.1 1.4 6.1 6.4 5.9 

Interest Expenses 39.4 -64.1 -12.4 -15.5 12.6 11.6 9 

Tax Provision -48.1 1,142.40 16.7 -38.7 51.8 14.3 7.3 

PBDIT 49 220.6 6.7 -26.9 34 27.8 3.9 

PAT     25.3 -46.3 79.2 59.9 -0.6 

Other income/Income (%) 2.5 1.8 1 1.5 1.6 1.7 1.7 

Raw Material/Net Sales (%) 74.5 71.7 71.2 72.7 73.6 73.4 74.5 

Interest/PBDIT (%) 168.9 27.3 23.1 26.7 22.5 19.6 20.6 

PBDIT/Net Sales 7.3 16.1 14.1 11.1 11.6 12.5 11.1 

PBDIT/Income (%) 9.7 17.6 15 12.4 13.1 14.1 12.6 

PAT/Income (%) -13 5.7 5.4 3.3 4.6 6.2 5.3 

All income and profit figures are net of prior period and extraordinary transactions.  

PBDIT is net of other income in PBDIT/Net sales ratio. Growth is not calculated when figures 

are negative.  

Crude Oil & natural gas 

Crude oil & natural gas industry to report healthy sales growth in second-half of 2010-11 
CMIE expects the crude oil & natural gas industry to report healthy sales growth of 15-20 per 

cent in the second half of 2010-11. The growth in sales will be on account of rise in average 

realizations. Price of natural gas sold under the administered price mechanism (APM) will be 

higher in the second-half of 2010-11 compared to the year-ago, owing to a hike in APM gas 

price in June 2010. 

Besides, crude oil prices are expected to be 9% higher in the second-half of 2010-11. CMIE 

expects the industry to end the financial year 2010-11 with a healthy net sales growth of 11 per 

cent. Though the subsidy burden is expected to increase, rise in oil prices will result in better 

realizations. CMIE expects this sales momentum to be sustained even in the following two years. 

Sales are likely to grow by 17.5 per cent in 2011-12 and 12.4 per cent in 2012-13. However, 

unlike 2010-11, the growth will be largely driven by rise in sales volumes during 2011-13. 
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Oil prices are expected to increase by 13.8% in 2010-11 
Oil price are expected to be 13.8 per cent higher over the previous period in 2010-11. However, 

the rise in oil prices is likely to be moderate at 5.9 per cent and 4.6 per cent in 2011-12 and 2012-

13, respectively, as the global oil supply is also likely to rise. International Energy Agency (IEA) 

has increased its projections for non-OPEC supply for 2010. Non-OPEC supply is now likely to 

be at 52.6 mb/day in 2010, higher from 52.4 mb/day projected earlier. For 2011, IEA has 

estimated non-OPEC supply to increase to 53.1 mb/day. Further, OPEC‟s spare capacity (the 

amount of additional production that can reach market) at 5.9 mb/day is almost 7% of the present 

global oil consumption of 87.6 mb/day. This is expected to stem any dramatic rise in oil prices in 

2011-12 and 2012-13. 

Oil production to grow by 8.3%in 2010-11 
Domestic oil production is expected to grow by 8.3 per cent to 364.7 lakh tonnes in 2010-11. The 

oil output in the country almost stagnated in the last three years ended 2009-10. However, CMIE 

expects the scenario to change from 2010-11 as private companies like Reliance Industries (RIL) 

and Cairn India are increasingly making significant contribution to the domestic oil production.   

In 2011-12 and 2012-13, the oil production is likely to grow by 8.6 per cent to 396.3 lakh tonnes 

and 9.6 per cent to 434.4 lakh tonnes. However, unlike 2010-11, the growth in oil production 

will be largely driven by ONGC, the largest oil producer of the country. As domestic oil supply 

improves in the 2010-13, we expect the rate of growth in crude oil imports to moderate. The 

enhanced oil recovery and improved oil recovery schemes implemented by ONGC and Oil India 

are expected to increase crude oil production. 

Profits to grow at a healthy rate in second-half of 2010-11 
The industry is expected to witness a y-o-y rise in net realizations though the subsidy burden is 

expected to remain higher over the year-ago period, higher oil prices will result in better net 

realizations in the second-half of 2010-11. A higher net realisation is expected to keep the 

operating margins well above 75 per cent. Though depreciation and tax expenses will continue to 

rise, PAT margin will remain above 30 per cent. Oil and gas sales volumes are also expected to 

be slightly higher in the second-half of 2010-11. 

Profit margins to remain healthy in second-half of 2010-11 (% change over year-ago) 

  Jun-

09 

Sep-

09 

Dec

-09 

Mar-

10 

Jun-

10 

Sep-

10 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecast 

Sep-11 

Forecast 

Income -28 -14.8 13.8 12 -11.9 16.2 24.3 14.8 40.2 8.5 

Net sales -29.2 -14 24.9 17.8 -10.1 19.7 19.1 15.4 40.1 9.6 

Total expenses -28.3 -22.7 5.9 -9 -3 27.8 14 8 39.6 8.7 

Raw Materials -95.9 -93.9 -

90.8 

-87.7 17.4 14.8 49.5 12.3 61.2 77.9 

Salaries & Wages -13.2 13 -

11.6 

-34.1 5.9 8.2 1.7 56.1 35 138.8 

Other Expenses -1.5 6.3 -8.5 2.5 17.1 -6.3 12.6 -14.1 19 5.7 

Depreciation 13.7 8.8 57.5 5.5 1.3 87.8 0.8 0.9 52.4 3.9 

Interest Expenses 36.6 -93.7 293.

2 

305.1 406.5 1,656 112.4 -37 43.9 -20 

Tax Provision -26.3 -10.8 63.6 25.2 -27.5 12.3 46.8 60.8 44.5 2 

PBDIT -17.3 -0.6 51 45.1 -18.6 22.8 28.4 23.2 44.1 5.3 
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PAT -25.8 3.2 37.2 186 -26.3 -3.5 53.9 34 37.2 8.9 

Other income/Income 

(%) 
6.6 9.3 1.5 4.6 5.2 6 5.7 4.1 5.3 5 

Raw Material/Net Sales 

(%) 
0.9 1.3 1.2 1.6 1.3 1 1.5 1.5 1.5 1.7 

Depreciation/PBDIT 

(%) 
30 22.1 45.8 44.4 34.8 36 35.9 36.4 36.8 35.6 

Interest/PBDIT (%) 0.1 0.1 0.3 0.9 0.5 0.7 0.5 0.5 0.5 0.5 

PBDIT/Net Sales (%) 80.4 71.8 74.6 69.6 73.6 77.6 76.1 75.1 75.8 75.3 

PBDIT/Income (%) 81.7 74.4 75 71 74.9 78.9 77.5 76.1 77 76.6 

PAT/Income (%) 37.6 38.5 26.4 27 32.3 31.7 32.7 31.5 31.6 31.8 

All income and profit figures are net of prior period and extraordinary transactions.  

PBDIT is net of other income in PBDIT/Net sales ratio. Growth is not calculated when figures 

are negative.  

Petroleum Products 

Growth in petro-products consumption to persist during 2010-13 

Domestic consumption of petro-products is expected to remain buoyant during 2011-12 and 

2012-13, after an estimated 5.1 per cent growth in 2010-11. The sales of automobiles are 

expected to remain healthy and grow by around 14-16 per cent in the subsequent two years after 

2010-11.  

This is expected to keep the demand for auto fuels like petrol and diesel that account almost 52 

per cent of the total domestic consumption, high in 2011-12 and 2012-13.  The demand for non-

auto fuels like air turbine fuel (ATF), bitumen, LPG and furnace oil is likely to remain buoyant, 

Sales growth to remain healthy in 2011-13 (% change over year-ago) 

  2006-07 2007-08 2008-09 2009-10 2010-11 

Forecast 

2011-12 

Forecast 

2012-13 

Forecast 

Income 20.5 6.5 10.6 -7 10.7 17.1 11.9 

Net sales 16.8 6.1 12 -4 11 17.5 12.4 

Total expenses 24.5 7.2 18.4 -14.2 11.3 15.8 11.9 

Raw Materials 66.3 13.6 29.1 -92.7 23.3 31.3 10.7 

Salaries & Wages 133.5 -60.8 19.6 -13.6 18.3 41.1 8.7 

Power & Fuel 13.5 28.8 27.4 -0.2 0.3 8.1 12.3 

Other Expenses 12.3 3.1 23.4 20.5 14.3 18.1 14.3 

Depreciation -43.6 146.3 94.9 5.6 79.6 3.1 14.7 

Interest Expenses 7.4 13.7 -5.4 -1.3 16.9 14.4 8.6 

Tax Provision 10.2 7.1 2.2 12.1 13 17.8 11.8 

PBDIT 10.6 5.9 -6.9 13.3 9.5 19.6 11.4 

PAT 8.7 9.1 8 5.6 5.2 4.9 4.5 

Other income/Income 

(%) 
14.1 15.1 17.5 1.3 1.4 1.5 1.5 

Raw Material/Net Sales 

(%) 
28.9 27.9 33.7 35.4 35.9 36 36.7 

Interest/PBDIT (%) 0.1 0.2 0.4 0.3 0.5 0.5 0.5 

PBDIT/Net Sales 63.8 64 58.8 73.8 75.7 76.2 76.3 

PBDIT/Income(%) 67 67.3 62.1 75.3 76.9 77.4 77.4 

PAT/Income (%) 31.5 31.3 26.2 32.3 32 32.7 32.6 
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too. An expected 11-14 per cent rise in air passenger traffic and speeding up of road construction 

projects will boost the demand for ATF and bitumen in the following two years after 2010-11. 

90 lakh tonnes of refining capacity to be added during November-March 2010-11 

CMIE expects the industry to make huge capacity additions in the remaining five months of 

2010-11. Refining capacity of 90 lakh tonnes is likely to be added during November- March 

2010-11. Bharat Oman Refineries and Indian Oil Corporation (IOCL) will contribute to the 

increase in capacity. 

With an addition of 100 lakh tonnes in 2010-11, the refining capacity that stood at 1,844 lakh 

tonnes at the end of March 2010 is expected to reach 1,944 lakh tonnes by March 2011. In 2011-

12 and 2012-13, it is expected that the industry to add 278.1 lakh tonnes and 336 lakh tonnes of 

refining capacities, respectively. At the end of March 2013, we expect India‟s refining capacity 

to reach 2,558 lakh tonnes. 

Prices to be higher by 9-10% in December 2010 

CMIE expects the crude oil prices to be higher by 9-10 per cent in the December 2010 quarter 

compared to the year-ago quarter. CMIE expects the prices to remain firm in the next two 

months on account of healthy winter demand for auto and non-auto fuels.  

International crude oil prices rallied in October 2010 crossing even the psychological mark of 

USD 80 per barrel. Prices inched upwards from USD 80.7 per barrel on 30 September 2010 and 

remained range bound between USD 83-85 per barrel in the first-half of October 2010. 

Thereafter, oil prices retreated but remained well above USD 80 per barrel for the rest of the 

month. 

 Industry to slip in to red in December 2010 quarter 

CMIE expects the petroleum products industry to report losses in the December 2010 quarter. It 

is also expected that the government which generally shares 50 per cent of the under-recoveries 

incurred by the three oil marketing companies (OMCs), not to compensate for the same during 

the quarter. This will result in to net losses amounting to 0.5 per cent of total income. 

CMIE expects the industry to remain profitable in the March 2011 quarter. The government is 

expected to compensate for its share of under-recoveries made in the second-half of 2010-11, in 

the March 2011 quarter. This will help the industry make net profits amounting to 4.6 per cent of 

total income despite higher oil prices. Our forecast is based on the assumption that upstream 

companies will compensate for 33 per cent of the under recoveries in the second-half of 2010-11. 
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Petroleum products industry to incur losses in December 2010 quarter (% change over year ago) 

  Mar-

09 

Jun-09 Sep-

09 

Dec-09 Mar-10 Jun-10 Sep-10 

Estimates 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecas

t 

Income -15.3 -28.2 -23.9 15.2 42.9 29.2 34 10.8 17.7 24.6 

Net sales -16.4 -29.6 -24.5 15.8 43.8 31.2 33.8 10.2 17.6 24.5 

Total expenses -25.6 -30.4 -25 24.8 58.7 33.4 20.4 19.2 16.1 18.4 

Raw Materials -31.2 -33.1 -26.6 26.6 65 38.3 20.7 19.9 19.4 17.5 

Salaries & Wages 26.5 -22.1 18.8 -7.6 44.9 -2.3 -3.8 -4.5 -3.3 43.6 

Other Expenses 6.8 -28.9 -21.4 29.6 20.5 8.4 1.4 14.5 -2.2 27.1 

Depreciation 14.1 42.4 49.1 56.7 63.2 50 30 20.8 11.8 10.5 

Interest Expenses 107.2 -2.4 -41.2 -54.7 -38.9 4.9 13.3 5.9 14.8 2.8 

Tax Provision 137.8 124.9 55.3 64.6 48.9 -68 158.1 59 -41.4 127.8 

PBDIT 212 81.3 21.1 -20.6 -65.2 106.6 -35.5 -2.8 240.4  

PAT 405.9 122.3 74.7 -41.4 207.1 3     

Other income/Income (%) 1.7 2.4 1.2 1.1 1.1 1 1.4 1.6 1.2 1.1 

Raw Material/Net Sales (%) 73.5 88.3 95.1 86.1 84.4 93.1 85.8 93.7 85.7 87.9 

Interest/PBDIT (%) 9.4 9.4 15 13.8 7.3 28.4 8.2 22.7 8.6 8.6 

PBDIT/Net Sales 16.9 9 4.9 4.9 9.2 2.1 8 1.9 7.3 7.3 

PBDIT/Income (%) 18.3 11.2 6 6 10.2 3 9.3 3.5 8.4 8.3 

PAT/Income (%) 12.7 5.7 2.2 2.4 5.2 -0.9 5 -0.5 4.6 4.3 

All income and profit figures are net of prior period and extraordinary transactions.  

PBDIT is net of other income in PBDIT/Net sales ratio. Growth is not calculated when figures 

are negative.  

LNG Storage & Distribution 
LNG storage & distribution industry to witness 26.2% sales growth in December 2010 

quarter     :  The industry is expected to witness a healthy sales growth of 26.2 per cent in the 

December 2010 quarter on a y-o-y basis. Total expenses are expected to grow by 25.2 per cent 

on the back of a rise in the raw material expenses during the quarter. Raw material expenses are 

expected to rise by 31.5 per cent owing to a hike in prices of natural gas sold under the 

administered price mechanism (APM) from USD 1.79 per million British thermal units (mmBtu) 

to USD 4.2 per mmBtu. 

GAIL, the largest company in our sample, is expected to report a healthy sales growth in the 

December 2010 quarter. An increase in supply of natural gas from Reliance Industries‟ KG basin 

is expected to boost GAIL‟s transmission volumes on a y-o-y basis.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                              

PAT to grow by 28.5%in December 2010 quarter :   A 31.5 per cent rise in raw material 

expenses is expected to drive this growth. Raw material expenses are expected to rise owing to a 

hike in prices of natural gas. Owing to a slower growth in total expenses compared to sales, PAT 

is expected to grow by a faster 28.5 per cent. 
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Net sales to grow by 26.2% in December 2010 quarter (% change over year ago) 

  Mar-09 Jun-09 Sep-09 Dec-09 Mar-10 Jun-10 Sep-10 

Estimate 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecast 

Income 30 17.2 23.2 3.4 3.7 12.1 4.9 25.9 18.9 16.9 

Net Sales 30.6 18.1 24.3 4.9 3.6 12.6 5.2 26.2 18.9 16.1 

Total expenses 33.9 22.5 28.3 -3.7 1.3 11.5 2.7 25.2 19.1 15.7 

Raw materials 40.1 26.9 36.7 -8.8 -1.2 10.9 0.2 31.5 25 17.9 

Salaries & Wages -66.7 45.1 9.4 -18.7 79.4 24.6 31.3 -29.1 34.2 8 

Other expenses 63.5 23.6 -4.1 -7.9 9.1 -3.2 6.2 13.6 -26.6 6.1 

Depreciation 1.7 6.2 17.4 19.8 17.5 23.9 16.6 18.6 28.9 19 

Interest expenses 18.9 7.4 42.2 35 21.5 31.5 1.1 8.5 5.7 6.3 

Tax provision 8.6 -16.7 -18.4 190.6 2.9 24.9 24.7 -6.2 5.6 -1.8 

PBDIT 0.8 -13.2 -11.2 120.6 19.9 27.9 20.7 17.1 12.6 14.1 

PAT -4.4 -16.6 -16 155.2 30.1 30.2 21.7 28.5 12.5 21.1 

Other income/income (%) 1.3 1.1 1.7 1.6 1.4 0.7 1.4 1.4 1.4 1.3 

Raw material/Net Sales (%) 74.2 74.5 77 71 70.7 73.3 73.4 74 74.4 74.4 

Interest/PBDIT (%) 4.3 4.1 5 4.3 4.3 4.2 4.2 4 4.1 3.9 

PBDIT/Net sales (%) 17.4 17.2 16.2 20.6 20.2 20.1 19.2 19.2 19.1 19.1 

PBDIT/Income (%) 18.5 18.1 17.6 21.9 21.4 20.6 20.3 20.3 20.3 20.2 

PAT/Income (%) 9.7 9.8 9.7 12.2 12.2 11.4 11.3 12.4 11.6 11.8 

All income and profit figures are net of prior period and extraordinary transactions.   

PBDIT is net of other income in PBDIT/Net sales ratio. Growth is not calculated when figures are negative 

 
 

General Purpose Machinery 

Production of general purpose machinery industry to post a brisk rise during 2010-13  
All segments of the general purpose machinery (GPM) industry are expected to post a healthy 

rise in production during 2010-13. Production of compressors is expected to rise by 9-15 per cent 

during 2010-13. Bearings production is expected to post a healthy 8-11 per cent growth during 

the same period. Output of gears and valves, too, are expected to grow in the range of 11-18 per 

cent during 2010-13. 

Growth in production will be fuelled by a healthy demand from user industries. These products 

are used in almost all industries and their major demand driver is industrial capex. According to 

CMIE‟s CapEx survey, capacities worth over Rs.17.9 lakh crore are scheduled to get 

commissioned in the manufacturing sector during 2010-13. The commissioning of these projects 

will push up the demand for GPM . 
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CMIE expect the industry‟s sales to grow by a healthy 19.6 per cent in 2010-11 as compared to 

the modest 6.6 per cent rise reported in 2009-10. It will be fuelled by the rising domestic 

demand. Enhanced demand from the automobiles and consumer durables will generate demand 

for bearings and compressors. With investments worth over Rs.4.5 lakh crore (as per CMIE‟s 

CapEx survey), scheduled to be commissioned across manufacturing sector in 2010-11, the other 

segments of the GPM industry are also expected to do well. 

Net margin is expected to expand by 40 basis points 
During the year, the industry‟s raw material expenses are expected to rise by a faster 21.3 per 

cent compared to the 19.5 per cent rise in income. However, a controlled rise in most other 

expenses will lead to a slower rise in total expenses. As a result, the industry‟s PAT is expected 
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to rise by 25.6 per cent. Its net margin is also expected to expand by 40 basis points to 8.2 per 

cent during the year. 

Compressor production to rise 15.2% in 2010-11 

 Units 2007-08 2008-09 2009-10 

Estimate 

2010-11 

Forecast 

2011-12 

Forecast 

2012-13 Forecast 

Production Numbers 56,97,403 53,81,167 75,52,283 87,02,796 97,13,477 1,05,51,366 

Export Numbers 12,13,649 9,15,713 7,58,888 8,54,053 9,26,647 10,24,872 

Import Numbers 24,25,931 23,91,886 39,05,943 28,98,210 32,66,282 35,07,987 

Export Rs.crore 655 606.1 448.6 601.3 726.8 897 

Import Rs.crore 1,498.10 1,475.90 1,675.20 1,446.90 1,798.60 2,173.10 

Realization Rs./number 5,017.70 5,538.00 5,037.30 5,756.50 6,147.90 6,590.60 

Sales Rs.crore 2,858.80 2,980.10 3,804.30 5,009.70 5,971.70 6,953.90 

Domestic market value Rs.crore 3,701.90 3,850.00 5,031.00 5,855.30 7,043.50 8,230.00 

 

Industry‟s PAT to grow by 25.6% in 2010-11 (% change over year ago quarter) 

  Mar-

09 

Jun-09 Sep-09 Dec-09 Mar-10 Jun-10 Sep-10 

Estimates 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecast 

Income -3.1 -7.2 -0.4 11.8 21.3 27.2 15 16.6 20.4 15.2 

Net Sales -3 -7.2 0.5 12.2 20.6 27.6 14.7 16.3 20.8 14.7 

Total expenses -7 -8.6 -4.2 6.6 22.8 27.7 16.4 15.9 20.5 14.2 

Raw materials -7.7 -9.9 -5.5 7.7 25.7 28.6 16.4 18.5 22.4 15.3 

Salaries & Wages 1.3 9.4 1.2 0.6 13.6 10.7 17.1 14 14.9 13.9 

Other expenses -11.5 -12 -2.9 2.1 21.9 33 13.8 11.5 10.8 12.4 

Depreciation 3.2 4.9 6.4 11.1 12.4 11.3 12.7 11.3 13.5 12.2 

Interest expenses 44.6 40.3 -9.2 -42.9 -46.6 -42.7 10.3 34.8 60.4 26.5 

Tax provision -14.3 -34.6 -5.3 50.7 36.2 98.2 30 -3 32.5 6.4 

PBDIT -15.1 -21.1 -2.8 32.3 30.8 58.7 23.1 5.7 19.5 8.4 

PAT -26.5 -31.1 -3.1 57.5 50.3 91.4 24.8 4.9 11.6 6.8 

Other income/incomes 1.5 1.7 1.1 1.1 2.1 1.4 1.3 1.4 1.8 1.8 

Raw material/Sales 59.7 61 60 61.7 62.3 61.6 60.9 62.9 63.1 61.9 

Interest/PBDIT (%) 10.5 12.6 7.5 6.1 4.1 4.5 6.7 7.7 5.5 5.3 

PBDIT/Net sales (%) 13.8 11.7 14.7 14.6 14.7 15.4 15.6 12.9 14.8 14 

PBDIT/Income (%) 15.1 13.3 15.6 15.6 16.5 16.5 16.7 14.1 16.4 15.6 

PAT/Income (%) 7.2 5.7 7.9 7.7 9.1 8.6 8.6 7 8.5 8 

All income and profit figures are net of prior period and extraordinary transactions. PBDIT is net of other income in 

PBDIT/Net sales ratio. Growth is not calculated when figures are negative.     
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Boilers & Turbines 

Boilers & turbines industry to report 22-24% sales growth during 2010-13  
Sales growth of boilers & turbines industry, which slowed down to 7.7 per cent in 2009-10, is 

expected to accelerate in the coming years. In 2010-11, industry sales are expected to rise by a 

healthy 23.6 per cent. Sales are further expected to rise by 21.9 per cent in 2011-12 and by 23.2 

per cent in 2012-13. This rise in sales will be driven by increased demand for power generating 

equipment due to the addition of new power generating capacities. 

Boiler production to grow by 25-28%during 2010-13 

In 2010-11, we expect boiler production to rise by a healthy 28.4 per cent to Rs.16,595 crore. 

Further, it is expected to rise by 27.7 per cent and 25.3 per cent in 2011-12 and 2012-13, 

respectively. Demand for boilers mainly stems from additions in thermal power generation 

capacity. According to CMIE‟s CapEx survey, around 1.4 lakh mw of thermal power generation 

capacities are scheduled to be added during April 2010-March 2015. These capacity additions 

are expected to drive the demand for boilers in the coming years.To cater to the rising demand, 

boiler manufacturing companies have been constantly adding capacities. During 2007-10, the 

industry witnessed capacity additions worth over Rs.1,950 crore. It is further expected to 

augment its capacity by Rs.3, 140 crore during March 2011-June 2012. These capacity additions 

would ensure that the industry faces no major capacity constraints in the coming years. 

Output of turbines to rise at a healthy pace during 2010-13 
In 2010-11, turbine production is expected to rise by 39.1 per cent to Rs.7, 552 crore. Production 

is further expected to rise in the range of 30-36 per cent during 2011-13. Turbines are used in the 

generation of thermal as well as hydro power, and hence their major demand driver is addition of 

new power generating capacities in the country. According to data compiled by CMIE‟s CapEx 

service, 1.4 lakh mw of thermal power generating capacities and 13,000 mw of hydro power 

generating capacities are scheduled to be added during April 2010 - March 2015. These will 

ensure that the demand for  turbines remains healthy in the ensuing years. 

Boiler domestic market value to rise 27.3% in 2010-11 

  Units 2007-08 2008-09 2009-10 2010-11 

Forecast 

2011-12 

Forecast 

2012-13 

Forecast 

Production Rs.crore 8,231.30 10,155.70 12,922.10 16,595.00 21,193.30 26,556.90 

Export Rs.crore 732.6 955 844.7 1,058.40 1,256.50 1,467.50 

Import Rs.crore 1,395.40 2,263.30 2,095.80 2,499.20 2,864.10 3,194.90 

Domestic market value Rs.crore 8,894.20 11,464.00 14,173.30 18,035.80 22,800.90 28,284.30 

Industry sales to rise 23.6% in 2010-11 (% change over year-ago quarter) 

  Jun-

09 

Sep-

09 

Dec-

09 

Mar-

10 

Jun-

10 

10-

Sep 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecast 

Sep-11 

Forecast 

Income 0.2 -4.3 3.6 19.9 18.7 30.9 27 18.6 21.4 17.6 

Net Sales -1.2 -5.3 3.4 22.7 20.9 32.6 27.3 18.5 21 17.8 

Total expenses 5.5 -9.7 0.4 18.5 17.8 32.4 25.5 19.4 21.1 19 

Raw materials 3.6 -15.6 -0.7 15.5 19.2 43.8 32.7 25.4 25.3 19.5 

Salaries & Wages 20.3 18.1 29 24.4 20 20.6 21.7 11.5 27.6 27.3 

Other expences -14.5 -26.2 -31.3 10.6 3.4 10 11.3 13.2 12.2 11.9 

Depreciation 23.7 16.2 23 64.4 36.9 48.2 10 -22.3 9.3 4.3 
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Interest expenses 249.8 119.9 33.1 20.7 14.4 -22.7 -12.9 -19.6 -21.8 3.3 

Tax provision 8 28 26.1 46.2 25.7 11.4 4.2 6.3 -13.3 13.5 

PBDIT -32.5 15.3 29.9 37.4 61.8 32.9 -0.1 1.5 -2.1 -6.1 

PAT -82.4 -2.8 33.2 30.7 267 58.8 -2 3.6 12.5 -18.4 

Other income/income (%) 4.8 3.8 2.9 1.7 3 2.6 2.6 1.8 3.3 2.4 

Raw material/Net Sales (%) 62.5 59.1 62.1 59.8 61.6 64.1 64.8 63.3 63.8 65 

Interest/PBDIT(%) 21.9 11.6 9.7 5.9 15.5 6.7 8.4 4.7 12.3 7.4 

PBDIT/sales(%) 5 14.9 17.2 18.2 10.4 16.3 13.2 15.3 7.5 12.6 

PBDIT/Income(%) 9.6 18.1 19.6 19.7 13 18.4 15.4 16.8 10.5 14.7 

PAT/Income(%) 1.4 8.6 9.8 9.8 4.5 10.4 7.6 8.6 4.1 7.2 

All income and profit figures are net of prior period and extraordinary transactions.    

PBDIT is net of other income in PBDIT/Net sales ratio. Growth is not calculated when figures are negative. 

 

Tractors 

Tractor sales to rise by 9-15% during 2010-13 : CMIE expects tractor off-take to further rise 
by 11.1 per cent and by 9.1 per cent in 2011-12 and 2012-13, respectively. A healthy demand 
from the agricultural sector will continue to fuel the growth in tractor sales. An expected 3-7 per 
cent rise in major crop production during 2010-13, coupled with an increase in MSP, will 
increase farm income and generate demand for farm equipments. Further, the easy availability of 
credit at favorable interest rates and terms will increase the affordability of tractors. This, along 
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Industry‟s sales to rise 18.7% in September 2010 quarter (% change over year ago quarter) 

  Mar-

09 

Jun-

09 

Sep-09 Dec-09 Mar-

10 

Jun-

10 

Sep-10 

Forecast 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecast 

Income -4.8 9.6 9.6 22.5 34.3 36.6 18.4 26.2 16 7.5 

Net Sales -5.8 9.6 9.4 22.5 35.3 36.8 18.7 26.4 16.4 7.6 

Total expenses -4.4 0.6 9.8 14.3 33.9 37.6 24.6 25.2 19.4 8.1 

Raw materials -13.4 -7.5 6.8 15.4 49.7 47.6 28.7 33.6 23.1 9.5 

Salaries & Wages -3 13 27.5 18.2 29.8 37.1 12.9 11.1 12.2 7 

Other expenses 37 22.1 23 9.5 5.3 16 11 14.4 13.3 10.3 

Depreciation -6.7  4.7 -3.4 5.3 -17.2 -20.2 -16.3 -13.6 4.8 

Interest expenses 8.8 -8.4 12.3 -45.5 -63.7 -45.7 -51 -43.3 2.1 1.8 

Tax provision 71.4 277.8  995.5 6.7 17.3  -1.4 6.4 -31.5 

PBDIT -36.9 59.4 119.7 179.7 222.9 37.5 -36.9 -9.9 -42.7 -25.5 

PAT   1,334.60   535.6 -74.4 21 -79.8 -39.2 

Other income/income (%) 1.4 0.4 0.6 0.3 0.6 0.3 0.3 0.2 0.3 0.2 

Raw material/Net Sales (%) 62.5 66.9 65.6 67.5 69.1 72.2 71 71.3 73.1 73.4 

Interest/PBDIT (%) 95.6 27.8 19.9 23 10.7 11 15.4 14.5 19.1 15 

PBDIT/Net sales (%) 2.1 7.7 9.6 6.8 7.8 7.9 5.1 4.9 3.9 5.5 

PBDIT/Income (%) 3.5 8.1 10.1 7.2 8.4 8.2 5.4 5.1 4.1 5.7 

PAT/Income (%) -3.9 0.7 7.1 1.7 4.3 3.4 1.5 1.6 0.8 1.9 

All income and profit figures are net of prior period and extraordinary transactions. PBDIT is net of other income in PBDIT/Net sales 

ratio. Growth is not calculated when figures are negative. 
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Construction Equipment 

Driven by the increased demand for construction equipments, CMIE expect the production of 

equipments like cranes and lifts & escalators to grow at a healthy pace in the next three years. 

Demand for cranes from construction and shipping (ports) sectors is expected to remain healthy 

in the coming years. CMIE expects the production of cranes to grow by 20.4 per cent, 12.6 per 

cent and 14.9 per cent during 2010-13. A large proportion of cranes required by the above 

mentioned sectors will be of high tonnage, the demand for which cannot be met domestically. 

Production of lifts & escalators is expected to revive in 2010-11 and grow by 21.7 per cent. It is 
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Margins to contract in 2010-11 

  Mar-

09 

Jun-

09 

Sep-

09 

Dec-

09 

Mar-

10 

Jun-

10 

Sep-10 

Estimates 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecast 

Income 20.7 33.9 0.8 19.7 8.2 21.2 29.5 20.34286 19.6 16.3 

Net sales 22.5 35.7 1 22.2 5.3 20.1 29.8 15.4 23.4 16.9 

Total expenses 25.6 27 4.7 20.4 -3.1 18.2 24.4 15.3 30.7 14.6 

Raw materials 24.3 22.3 1.8 23.7 -5.4 17.4 31.4 17.9 36.6 17.8 

Salaries & wages 37.9 18.9 9.8 10.9 -17.4 12.9 9.9 15 34.8 15.2 

Other expenses 21 52.3 11 16.3 24.5 26.4 16 15 18 8.2 

Depreciation 44.8 38.6 23.6 24.7 17.5 20 18.5 15 13.8 19.3 

Interest expenses 93.6 100.6 61 18.2 -27.2 -10.8 -21.9 -14.7 12.3 13.7 

Tax provision 14.4 -4 -33.8 12.2 -15.6 49 70.6 4.1 8.7 -0.4 

PBDIT 23.7 36.6 -19.4 14.1 -4.9 30 31.3 1.7 9.5 5.7 

PAT 18.3 29.8 -41.1 11.8 3 59.8 55.6 3.9 8.9 -0.3 

Other income/incomes 1.2 1.4 1.8 1.4 3.9 2.2 1.6 1.4 0.8 1.7 

Raw material/Net sales (%) 64.6 66.4 67.4 64.9 58.1 65.1 68.2 66.3 64.3 65.7 

Interest/PBDIT (%) 11.1 29.1 27.8 17.3 8.6 20.5 16.5 14.6 8.8 22.1 

PBDIT/Net sales (%) 15.8 8.5 9.3 12.5 11.4 8.2 9.6 10.9 12.9 7.8 

PBDIT/Income (%) 16.8 9.7 11 13.8 14.8 10.3 11.1 12.1 13.5 9.3 

PAT/Income (%) 9.3 3.5 4.5 6.9 8.9 4.5 5.4 6.2 8.1 3.8 

All income and profit figures are net of prior period and extraordinary transactions. PBDIT is net of other income in 

PBDIT/Net sales ratio. Growth is not calculated when figures are negative.     

 
 

Construction and Allied Activity 

Construction sector to continue its healthy growth momentum in coming years  
CMIE expect the construction sector to grow by about 10 per cent per annum during the next 

three years ending March 2013. This growth will be driven by increased activity in the industrial 

and infrastructure construction segments. The government‟s thrust of infrastructure creation to 

boost the overall economic growth is expected to add to the order books of construction 
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companies. Additionally, the increase in capex projects being announced by companies in the 
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Order books of construction companies likely continue to strengthen 
The order books of most other companies would have also risen handsomely during the third 

quarter. This is evident in the rise in order inflows of companies like Lanco Infratech, Nagarjuna 

Constructions and IVRCL, among others. CMIE expect the order books of these companies to 

rise further in the coming years. The government‟s emphasis on infrastructure creation to boost 

the overall economic growth will continue to give impetus to the order booking opportunities of 

construction companies. Additionally, the increase in new project announcements by companies 

in the manufacturing sector will also augur well for the industry. Driven by this, we expect the 

construction sector (construction component of GDP) to grow by around 10 per cent per annum 

in 2010-11, 2011-12 and 2012-13. 

The industry’s PBDIT margin is expected to contract by 200 basis points 
The industry‟s PBDIT margin is expected to contract by 200 basis points to 14.6 per cent. Its net 

margin will also contract to six per cent from 7.8 per cent during 2009-10. The industry‟s sales 

growth is expected to accelerate from around 15 per cent during the first half of 2010-11 to 

around 25 per cent during the second half of the year. As a result, aggregate sales during the year 

are expected to be higher by around 20.2 per cent. In spite of this healthy rise in sales, the 

industry is expected to face pressure on its margins on account of higher expenses. Prices of raw 

materials like steel are expected to rise sharply during the second half of the current year. This 

would lead to a sharp 23.2 per cent rise in the raw material expenses of the industry. Its wage bill 

is also expected to see a steep increase during the year. This steep rise in expenses, along with a 

fall in its other income will lead to a contraction in its margins.  

Industry margins to contract during 2010-11(% change over a year ago) 

  Mar-09 Jun-

09 

Sep-

09 

Dec-

09 

Mar-

10 

Jun-

10 

Sep-10 

Estimates 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecast 

Income 31.6 27.8 19.7 10.9 20.2 8.5 15.8 26.3 24.2 20.7 

Net Sales 31.6 21.5 15.6 11.3 20 12.3 18.6 25 23 20 

Total expenses 31.6 18.2 17 10.5 21.7 17.8 19.1 29.2 25.6 19 

Raw materials 29 7.9 1.5 3 19.1 12.7 20.9 32.5 24.7 21 

Salaries & Wages 23.2 15 12.6 2.8 24 21.9 20.6 36.6 31.2 22.8 

Power & Fuel - -98.4 -98.1 -97.7 38.4 78.6 - -25 -99.8 6 

Selling & marketing 108 33.9 13.8 -3.9 42  0.2 28 3.7 - 

Other expenses 34.2 24.2 29.6 15.9 21.4 19.3 21.3 27.3 27.5 19.3 

Depreciation 41.9 35.5 28 26.2 10.9 21.8 19.3 20.1 16.9 11.1 

Interest expenses 68.3 80.9 52.5 16 35.8 22.3 11.1 25.3 37.4 12.7 

Tax provision 18.8 16.6 36.6 39 40.5 35.4 -12.8 12 5.4 1.2 

PBDIT 28.4 76.1 36.4 28.5 20.7 -5.1 -4.3 13.7 13.8 7.2 

PAT 20.6 115.3 27.7 32.2 9.2 -30.4 -13.2 6.4 8 5.7 

Other income/incomes 1.9 6.5 5.1 1.5 2.1 3.2 2.8 2.4 3.1 3.8 

Raw material/Sales 39 35.2 36.6 35.6 38.3 36.1 37.3 37.8 38.8 36.4 
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Interest/PBDIT (%) 17 19.2 23.7 23.6 19 24.8 27.5 26 22.9 26.1 

PBDIT/Sales (%) 13.6 13.3 11.7 14.9 13.6 14 11.1 12.4 11.4 11.5 

PBDIT/Income (%) 15.2 19 16.4 16.2 15.4 16.8 13.6 14.5 14.1 14.9 

PAT/Income (%) 7.7 10.6 6.9 7 7.1 6.8 5.2 5.9 6.2 6 

All income and profit figures are net of prior period and extraordinary transactions. PBDIT is net of other income in  

PBDIT/Net sales ratio. Growth is not calculated when figures are negative.     

 

Polymers 

Polymer industry’s capacity to rise during 2010-13  

The domestic polymer industry is expected to fasten its capacity additions during 2010-13. The 

industry is expected to add 116.9 thousand tones of capacity in 2010-11. Hence, the outstanding 

capacity of the industry is expected to rise from 9725 thousand tons in 2009-10 to 9841.9 

thousand tones by the end of March 2011. Some of the projects expected to be commissioned in 

2010-11 are: 

 Vinati Organics‟ Ratnagiri Diacetone Acrylamide project is expected to be commissioned 

in December 2010. The plant is expected to manufacture 12.5 thousand tons per annum 

of different types of polymers. The project envisages a cost of Rs.77 crore. 

 Lanxess India‟s Jhagadia Ion Exchange & Rubber Chemicals project is expected to be 

commissioned in December 2011. The project envisages a cost of Rs.335 crore and is 

expected to be set up at Jhagadia in Gujarat. 

 Supreme Petrochem‟s Amdoshi Cup Grade & Eps project is expected to be 

commissioned in March 2011. The project is expected to add an annual capacity of 44.4 
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Rise in polymer prices to drive sales growth in December 2010 quarter 
The polymer industry is expected to witness a healthy sales growth in the December 2010 

quarter, primarily driven by rise in polymer prices. CMIE expects the polymer prices to be 

higher by 14-15 per cent in the December 2010 quarter compared to the year-ago quarter. With 

the rise in polymer prices, realizations of polymer companies are expected to improve, resulting 

in a healthy growth in net sales. CMIE expects net sales of the polymer industry to grow by 23.1 

per cent in the December 2010 quarter. 

The PBDIT margin is likely to contract by 220 basis points to 10.5 per cent in the 
December 2010 quarter 
The PBDIT margin is likely to contract by 220 basis points to 10.5 per cent in the December 

2010 quarter compared to the year-ago quarter.Since, Raw material expenses account for more 

than 70 per cent of the total sales of the industry. Raw materials of the industry like ethylene, 

ethylene dichloride, etc. are crude derivatives. CMIE expects crude oil prices to rise by 8-9 per 

cent in the December 2010 quarter compared to the year-ago quarter. As a result, the raw 

material expenses are expected to grow by 28.4 per cent during the quarter. A faster growth in 

raw material expenses than sales will restrict the growth in PBDIT to just 2.2 per cent in the 

December 2010 quarter. 
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HDPE import volumes to rise during 2011-13 

  Units 2007-08 2008-09 2009-10 2010-11 

Forecast 

2011-12 

Forecast 

2012-13 

Forecast 

Production Tonnes 9,68,294.0 9,40,142.0 8,56,275.0 10,53,004.2 12,48,409.2 12,98,473.9 

Export Tonnes 1,15,453.2 94,957.80 16,116.80 89,610.00 87,388.60 84,400.80 

Import Tonnes 2,00,840.4 2,21,505.7 3,84,951.9 4,08,729.1 4,16,921.2 5,21,662.9 

Export Rs.crore 653.8 543.3 87.7 544.1 555.4 546.5 

Import Rs.crore 1,182.20 1,410.30 2,258.20 2,582.40 2,685.40 3,422.60 

Realization Rs./kg 78.7 79.4 75 82.1 84.8 86.3 

Sales Rs.crore 7,625.20 7,466.60 6,421.70 8,639.90 10,580.30 11,209.70 

Domestic market value Rs.crore 8,153.50 8,333.70 8,592.20 10,678.10 12,710.20 14,085.90 

 

LDPE output to remain range bound between 1.93-1.97 lakh tonnes during 2011-13 

  Units 2007-08 2008-09 2009-10 2010-11 

Forecast 

2011-12 

Forecast 

2012-13 

Forecast 

Production Tonnes 1,98,139.0 1,91,214.0 1,92,601.0 1,93,420.1 1,94,892.9 1,96,698.1 

Export Tonnes 36,053.40 32,360.10 7,744.50 30,000.00 28,259.50 25,570.80 

Import Tonnes 2,49,365.1 3,08,115.3 5,37,505.3 6,16,730.6 7,07,135.4 8,33,706.8 

Export Rs.crore 215.8 197.9 45.2 204.2 202.2 185.6 

Import Rs.crore 1,471.70 1,993.00 3,254.60 4,259.10 4,918.10 5,881.80 

Realization Rs./kg 86.4 92.4 85.6 98.7 100.8 102.3 

Sales Rs.crore 1,711.00 1,767.50 1,649.20 1,908.10 1,964.30 2,011.20 

Domestic market value Rs.crore 2,966.90 3,562.60 4,858.60 5,963.00 6,680.20 7,707.40 

 

Net sales to rise by 23.1% in December 2010 quarter (% change over year-ago) 

  Mar-09 Jun-09 Sep-09 Dec-09 Mar-

10 

Jun-

10 

Sep-10 

Estimates 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecast 

Income -19.2 -10.6 -8.8 21.3 30.3 39 46.3 22.8 15.9 13.5 

Net Sales -14.9 -10.8 -8.7 21.2 31.5 39.1 44.9 23.1 15.5 13 

Total expenses -13.3 -10.8 -6.3 15.7 43 38.4 32.5 28.2 11 18.5 

Raw materials -19.5 -17.9 -11.2 14.9 57.3 53.3 40.2 28.4 7.8 17.4 

Salaries & Wages 9.5 6.2 20.7 10.2 16 13.1 10.2 26.1 36.6 34.4 

Power & Fuel -21.4 -18.5 9.8 22.9 15.4 15.1 9.2 10.7 22.5 27.8 

Other expenses 5.3 -0.2 -6.6 -10.2 -0.4 14 16.5 52 16.9 12 

Depreciation 7.4 8.9 12.2 21.7 15.2 19.8 5 15 27.2 25 

Interest expenses 34.3 41.5 24.1 6.8 9.9 15 10.6 9.2 3.1 2.5 

Tax provision 22.7 284.9 316.5 - 64.3 -56.7 1 60 30 100 

PBDIT -32.6 62.1 77.7 - 14.8 -31 -3.5 2.2 5.1 58.8 

PAT -62.2 76 1,537.40 - -1.2 -78.4 -31.7 -28.3 -27.2 325.1 

Other income/incomes 2.4 2.3 1.1 2.1 1.5 1.6 2.1 1.8 1.9 2.1 

Raw material/Sales 65.7 66.8 80.5 70.4 78.6 72.4 77.8 73.4 73.4 75.2 

Interest/PBDIT (%) 25.4 22.4 30.4 24.6 24.3 39.3 34.8 26.3 23.8 25.4 

PBDIT/Sales (%) 12.1 15.3 12 10.4 11.2 7.4 6.6 8.9 9.7 10.5 

PBDIT/Income (%) 14.3 17.2 13 12.7 12.6 8.9 8.6 10.5 11.4 12.4 

PAT/Income (%) 5.1 6.7 3.4 4.1 3.9 1 1.6 2.4 2.4 3.7 

All income and profit figures are net of prior period and extraordinary transactions. PBDIT is net of other income in 

PBDIT/Net sales ratio. Growth is not calculated when figures are negative.     
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Cement 

Healthy demand to drive production growth 
Cement production is expected to grow at a CARG of 10.6 per cent during 2010-13. Production 

is expected to rise to 271.2 million tons by the end of March 2013. This would be driven by a 

healthy demand and huge capacity additions in the industry. Bullish on the long term demand 

prospects from infrastructure and realty sectors, cement industry is on a major expansion drive.  

Cement industry is expected to add 34 million tones of capacity in 2010-11. Of these, 9.5 million 

tones of capacity have already been added in the first half of the year. The industry is expected to 

add 22.9 million tones and 44.6 million tones of capacity in 2011-12 and 2012-13, respectively. 

The industry is expected to have a total installed capacity of 392.8 million tons by the end of 

March 2013.   

 Dispatch growth accelerates to 6.2%in September 2010 
Cement production growth numbers reflected the trend in dispatches. Production growth 

accelerated to 4.8 per cent in September 2010. For the September 2010 quarter, cement 

production grew by a modest 2.1 per cent to 475.6 lakhs tones. Cement demand is expected to 

pick up in the second half as construction activity revives post monsoons. However, taking 

cognizance of the dull growth in dispatches during April-September 2010, we have downward 

revised our cement dispatches growth forecast for 2010-11. Dispatches are expected to grow by 

8.9 per cent as against 10.8 per cent growth expected earlier. Dispatch growth is expected to 

accelerate to 11.8 per cent in the December 2010 quarter and 13.1 per cent in the March 2011 
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Cement production to grow at a CARG of 10.6% over three years ending March 2013 

  Units 2007-08 2008-09 2009-10 2010-11 

(Forecast) 

2011-12 

(Forecast) 

2012-13 

(Forecast) 

Capacity Lakh tonnes 2,013.20 2,368.70 2,916.20 3,252.40 3,481.60 3,927.70 

Production Lakh tonnes 1,683.20 1,814.20 2,007.20 2,195.20 2,432.10 2,712.00 

Dispatches Lakh tonnes 1,676.70 1,810.10 1,997.90 2,176.20 2,403.60 2,670.20 

Export Lakh tonnes 34.2 32.6 26.9 55.8 68.4 84.2 

Import Lakh tonnes 6.2 10.3 21.1 9.7 4.2 1.5 

Export Rs. crore 822.1 880.9 665.7 1,201.10 1,488.40 1,849.20 

Import Rs. crore 218.2 345.1 568.3 263.8 110.8 39.2 

Realization Rs./tonnes 3,572.00 3,728.10 3,798.50 3,638.40 3,529.30 3,494.00 

Sales Rs. crore 59,892.10 67,481.60 75,890.20 79,178.90 84,829.10 93,295.70 

Domestic market value Rs. crore 59,288.10 66,945.80 75,792.80 78,241.60 83,451.50 91,485.70 
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Rising input costs to affect industry profitability in December 2010 quarter (% change over a year ago) 

  Mar-

09 

Jun-

09 

Sep-

09 

Dec-

09 

Mar-

10 

Jun-

10 

Sep-10 

Estimates 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecast 

Income 11.6 22.9 21.6 5.2 7.4 -1.2 -6 14.1 13.4 13.5 

Net Sales 13.4 25.3 21.2 5.7 6.7 -1.3 -6.5 14 13.1 13.4 

Total expenses 10 18.9 17.7 6.4 15.5 9.8 5.8 14.2 15.1 14.5 

Raw materials 2 24.9 34.7 13.2 31.6 12 13 17.1 15.6 16.8 

Salaries & Wages 4.3 17.9 22.2 3 18.9 14.3 22.7 23 25 17 

Power & Fuel 16.9 5.2 -3.2 -11.9 4.7 16.1 13 18 22 17.7 

Selling & marketing 6.5 -3.6 -5.6 -14.9 -4.8 15.1 5 16 13 11 

Freight & Distribution 13.1 18.2 20.9 15.1 19 15.2 9 14 14.8 11.2 

Other expenses 8 14.3 8.9 14.5 19.3 15.3 13 15.3 13.2 13 

Depreciation 32 36.2 29.6 31.3 20.1 22.3 19 19 14 15 

Interest expenses 44.6 38.3 23.6 4.2 18.5 20.2 11 16 16 17.4 

Tax provision -7.6 44.8 69.5 13.8 -15.7 -43.2 -78.4 -31.9 -10.4 -0.6 

PBDIT 6.4 33.6 54.1 0.7 -6.2 -28.1 -52.8 -2.8 -0.6 3.4 

PAT 0.7 28.2 64.2 -18.5 -20 -41.3 -75.6 -7.2 -7.4 -5.2 

Other income/incomes 1 1.2 1.5 0.6 1.6 1.4 2 0.7 1.8 1.4 

Raw material/Sales 17.8 18.9 18.8 19.4 20.1 20.4 22.8 19.9 20.5 21 

Interest/PBDIT (%) 8.4 6.7 7.9 11.3 11.4 11.3 18.5 13.5 13.3 12.9 

PBDIT/Sales (%) 27.6 31.8 30.5 22.7 23.7 23 14.1 19.2 20.7 20.9 

PBDIT/Income (%) 28.3 32.7 31.5 23.2 25.2 24.1 15.8 19.7 22.1 22 

PAT/Income (%) 14 17.9 16.6 9.1 10.6 10.8 4.3 7.4 8.7 9 

All income and profit figures are net of prior period and extraordinary transactions. PBDIT is net of other income in 

PBDIT/Net sales ratio. Growth is not calculated when figures are negative.     

 
 

Paper, News Print & Paper Products 

Paper output to grow at a CARG of 7.7% during 2011-13 

The healthy demand for printing & writing paper (PWP), industrial and packaging paper (Kraft 

paper, corrugated boards and duplex boards) is expected to continue well into 2011-12 and 2012-

13. To meet the rising demand, paper mills have lined up capacity additions of 5.9 lakh tones and 

8.7 lakh tones, respectively, in each of these years. With this, the industry‟s capacity is expected 

to touch 97.5 lakh tones by March 2013. Hence, CMIE expects paper production to grow by a 

healthy eight per cent in 2011-12 over and above the six per cent growth expected in 2010-11. 

Production is expected to grow by a healthy 7.3 per cent in 2012-13 on the back of a sustained 

growth in demand.  

Rising literacy levels and increasing government thrust on achieving compulsory school 

education is expected to boost the demand for PWP. Increasing urbanization and a healthy strong 

outlook for industrial production is expected to increase the demand for industrial and packaging 
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Newsprint production to grow at the rate of 10.2% per annum during 2011-13 

CMIE expect production to grow by a healthy 9.1 per cent in 2011-12 over and above the 7.1 per 

cent growth expected in 2010-11. Production volumes are expected to cross the pre-slowdown 

(2009-10) levels in 2011-12. Production growth is expected to accelerate to 11.4 per cent in 

2012-13. This is been on account of Advertisement volumes and revenues which are expected to 

grow at a healthy pace on the back of a robust economic outlook. This is likely to result in an 

increase in pagination and therefore an increase in demand for newsprint. 

Domestic realizations of paper to grow at the rate of 1.3% per annum during 2011-13 

  Units 2007-08 2008-09 2009-10 

Estimate 

2010-11 

Forecast 

2011-12 

Forecast 

2012-13 

Forecast 

Capacity Tonnes 69,43,000.0 72,55,000.0 76,17,900.0 82,84,650.0 88,72,750.0 97,47,250.0 

Production Tonnes 62,88,658.0 65,42,839.0 70,66,337.0 74,90,084.0 80,89,921.0 86,81,911.0 

Export Tonnes 3,25,553.4 3,33,693.7 3,68,643.6 3,94,817.0 4,18,506.0 4,50,270.0 

Import Tonnes 4,51,347.4 4,37,073.6 6,14,045.6 6,69,310.0 7,10,138.0 7,42,094.0 

Export Rs. crore 1,071.90 1,298.40 1,544.90 1,697.70 1,841.40 2,071.20 

Import Rs. crore 2,643.00 3,254.40 3,791.60 4,484.40 4,782.10 5,147.20 

Realisation Rs./ tonnes 30,826.20 33,386.20 31,725.00 33,946.00 34,014.00 34,864.00 

Sales Rs. crore 19,385.60 21,844.10 22,418.00 25,425.80 27,517.10 30,268.60 

Domestic market value Rs. crore 20,956.60 23,800.10 24,664.60 28,212.50 30,457.70 33,344.50 

 

Net sales, profits to grow at a healthy pace during 2011-13 

A sustained healthy growth in demand from the academic, corporate, industrial and retail 

segments is expected to drive the growth in the paper industry‟s sales volumes during 2011-13. 

Realizations are also expected to increase during these years. Hence, CMIE expect the net sales 

of the paper & newsprint industry to grow by a healthy 13.3 per cent and 14 per cent, 

respectively, in 2011-12 and 2012-13. The industry is expected to face cost pressures on raw 

material front even in 2011-12 and 2012-13. Raw material expenses are expected to grow at a 

faster pace than net sales in each of these years, partially due to a rise in wood pulp prices. Its 

proportion in net sales is expected to increase to 48.2 per cent and 48.9 per cent, respectively, in 

2011-12 and 2012-13 from 47.9 per cent expected in 2010-11. However, with the remaining 

expenses expected to grow at a slower pace than income, the industry‟s net profit is expected to 

grow by a robust 24.3 per cent in each of the two years ending March 2013. 

Net profit of the paper & newsprint industry to grow by 24.3% each in 2011-12 and 2012-13 

  2006-07 2007-08 2008-09 2009-10 2010-11 

Forecast 

2011-12 

Forecast 

2012-13 

Forecast 

Income 12.7 -2.9 14.8 -1.8 17.9 13.4 14 

Net Sales 13.1 -2.3 15.6 -1.7 18.1 13.3 14 

Total expenses 13.9 -0.5 17.5 -1.8 16.7 12.7 13.6 

Raw materials 20.5 -0.8 17.1 -5.8 19.2 14.3 16 

Salaries & Wages 4.7 -0.2 7.1 9.4 13 4.3 6 

Power & fuel 16.3 -3.3 27.4 -7.3 11.7 13.1 12.8 

Selling & marketing -92.2 -90.6 983.3 52.2 29 16.1 32.3 

Other expenses 0.5 2.2 18 -0.7 16.3 17.9 12 

Depreciation 10.7 -0.7 19.3 10 11.5 9.5 7.1 
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Interest expenses 4.7 11.9 33.7 -2.1 19.3 3.1 3.4 

Tax provision 43.1 -12.3 -33.2 82.8 20 1.8 37.7 

PBDIT 16.3 -9.4 4.6 -0.2 24 10.2 14.8 

PAT 23.7 -25.2 -14.8 -35.9 63.1 24.3 24.3 

Other income/income (%) 1.9 1.2 0.5 0.5 0.3 0.4 0.4 

Raw material/Net Sales (%) 48.2 48.9 49.3 47.4 47.9 48.2 48.9 

Interest/PBDIT (%) 24.4 22.4 28.2 27.5 26.4 24.5 21.9 

PBDIT/Net sales (%) 17.1 16.4 15.7 16.1 17.2 16.7 17 

PBDIT/Income (%) 18.7 17.5 16.1 16.5 17.4 17 17.3 

PAT/Income(%) 6 5.6 4.4 2.9 4 4.5 5 

All income and profit figures are net of prior period and extraordinary transactions.     

PBDIT is net of other income in PBDIT/Net sales ratio. Growth is not calculated when figures are negative.  

 

Two Wheelers & Three Wheelers 

Industry sales expected to grow over 19% during 2011-13 : Two-wheeler sales volumes are 

expected to rise by 17.4 and 15.8 per cent in 2011-12 and 2012-13, respectively, aided by a 

healthy rise in domestic demand. Sales volumes of three-wheelers are also expected to grow by 

9-13 per cent during 2011-13. Hence, driven by volumes, the industry is expected to record a 

sales growth of 20.3 per cent in 2011-12 and 19.1 per cent in 2012-13. This will be over an 

expected total sales growth of 26.1 per cent in 2010-11. An expected 2-3 per cent rise in average 

realization will also support the overall industry sales growth. 

CMIE expects domestic two-wheeler sales to rise by 21.7 per cent in 2010-11. This is expected 

because of a robust consumer demand backed by rising income levels, increased rural 

penetration, stable interest rates and new models have been driving domestic demand for two-

wheelers.      

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                         

Exports continue to drive three wheeler sales :  On the back of a healthy demand for 

passenger carriers in the domestic market and a strong demand in the export markets, three-

wheeler sales are expected to grow by 21 per cent in 2010-11. New variant launches like Bajaj 

Auto‟s RE 145D and RE 445M and implementation of the BS III emission norms in October 

2010 are expected to help maintain the momentum in domestic sales. Exports are also likely to 

grow over 12 per cent in the next two years. Hence, three-wheeler sales are expected to grow by 

9-13 per cent in 2011-13. 

 
Healthy demand for three-wheelers to continue in 2012-13 

  Units 2007-08 2008-09 2009-10 

Estimate 

2010-11 

Forecast 

2011-12 

Forecast 

2012-13 

Forecast 

Production Numbers 5,00,660 4,97,020 6,19,093 7,54,166 8,18,800 9,11,916 

Sales Numbers 5,06,006 4,97,793 6,13,650 7,42,598 8,09,218 9,11,198 

Export Numbers 1,41,225 1,48,066 1,73,282 2,69,457 3,03,347 3,50,954 

Realisation Rs./number 81,320.90 85,535.10 86,422.50 90,311.50 93,129.20 96,295.60 

Sales Rs. Crore 4,114.90 4,257.90 5,303.30 6,706.50 7,536.20 8,774.40 
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Industry to post healthy financial performance during 2011-13 (% change over a year-ago) 

  2006-07 2007-08 2008-09 2009-10 2010-11 

Forecast 

2011-12 

Forecast 

2012-13 

Forecast 

Income 16.7 -1.8 2.7 26.3 26.2 20.3 19.1 

Net Sales 16.5 -1.4 2.8 26.5 26.1 20.3 19.1 

Total expenses 18.7 -2.8 1.1 20.7 27 21.1 19 

Raw materials 20.4 -2.3 0.9 20.1 32.6 22.3 20.6 

Salaries & Wages 6.1 6.6 7.4 12.5 4.8 16.2 13.5 

Other expenses 19.6 -6.6 2 18.9 12.6 16.2 14.4 

Depreciation 3.2 11.9 -7.6 -2 5.3 11.8 18.2 

Interest expenses 55.5 11.5 22.7 -9.3 0.5 5.2 4.5 

Tax provision 11.9 -18.9 -3.8 64.1 16.5 21.2 6.7 

PBDIT -1.6 10.7 6.2 77.8 16.8 18.3 13.6 

PAT -10.2 38 14.8 110.9 18.8 18.4 15.7 

Other income/income (%) 3.6 2 1.6 1.4 1.5 1.5 1.4 

Raw material/Net Sales (%) 72.9 72.6 71.7 68.1 71.6 72.8 73.7 

Interest/PBDIT (%) 2.4 5.2 3.9 2 1.7 1.6 1.4 

PBDIT/Net sales (%) 10.5 9.6 11.1 16.2 14.8 14.6 13.9 

PBDIT/Income (%) 13.8 11.3 12.5 17.4 16.1 15.8 15.1 

PAT/Income (%) 7.4 5.5 7.1 11.6 10.9 10.8 10.5 

All income and profit figures are net of prior period and extraordinary transactions.  

PBDIT is net of other income in PBDIT/Net sales ratio. Growth is not calculated when figures are negative. 

 
 

Electricity  

Power sector continues to attract fresh investments 

CMIE believes that the capacity addition will remain healthy in the remaining months of 2010-

11 and the monitored capacity will rise by 16,144 mw in 2010-11. The capacity addition will 

accelerate further in next two years, with capacity of 33,031 mw to get added in 2011-12 and of 

32,651 mw in 2012-13. With a sharp rise in generation capacity, the power generation will report 

an unprecedented growth in 2011-13. CMIE expects power generation to rise by 14.7 per cent in 

2011-12 and by 13.3 per cent in 2012-13. 

In the last few years, power sector consistently attracted huge fresh investments. In fact, during 

October 2009-September 2010, CMIE‟s CapEx survey captured fresh investments worth Rs.5, 

89, 652 crore. In addition to this, the service captured fresh investments worth Rs.26, 803 crore 

in October 2010. Project completion also remained healthy, as nine projects with a capacity of 

1,068 mw were completed in October 2010.  

Sharp rise in power generation in 2011-13 
Power sector is expected to witness an unprecedented growth in generation in 2011-13. CMIE 

expects the generation to grow by 14.7 per cent in 2011-12 and by 13.3 per cent in 2012-13. A 

sharp rise in generation capacity will lead to a double-digit growth in generation. Thermal power 

generation accounts for 81-85 per cent of the total power generation in India. Thermal power 

generation is expected to grow by 15.5 per cent in 2011-12 and by 14.5 per cent in 2012-13. This 

will be driven by a sharp rise in thermal capacity. 
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Total income will grow by 16.4% in 2010-11 

CMIE believes that the industry will continue to report a double-digit growth in income in the 

remaining quarters of 2010-11. Total income of the industry will grow by 16.4 per cent in 2010-

11. A healthy growth in generation coupled with a rise in sales realization will enable the 

industry to report a more than 15 per cent rise in income. Early results of the electricity 

companies indicated a 29.9 per cent rise in total income in the September 2010 quarter. This was 

mainly driven by a sharp rise in income of NTPC and Power Grid. However, despite reporting a 

sharp rise in income, the performance of the industry was not satisfactory at the net level. During 

the quarter, net profits of the industry grew by a mere 4.1 per cent. In 2010-11, power generation 

is expected to grow by 7.2 per cent, whereas realization will grow by six to seven per cent.  

PAT margin to decline in 2010-11 (% change compared to year-ago quarter) 

  Mar-

09 

Jun-

09 

Sep-

09 

Dec-09 Mar-10 Jun-

10 

Sep-10 

Estimates 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecas

t 

Income 14.6 15.8 8.3 2.4 11.5 10 25.5 17.7 13.3 10.6 

Net sales 14.2 16 9.6 1.5 14.1 9.9 26.1 17.8 13 10.4 

Total expenses 11.6 13.7 9.3 1.3 7.8 12.8 27 18.3 16.2 11.2 

Raw Materials 15.2 11.8 1.6 -10.4 5.2 8.5 29.8 26.5 17.6 13 

Salaries & Wages 40.5 13.9 4.3 19 19.5 16.7 25.2 12 10.3 10 

Power & Fuel 5.3 3.5 47.6 65.5 70.7 64.4 24 11 9 10.2 

Other Expenses 23.6 0.3 0.6 5.4 -1.9 27.1 28.1 8.7 7.1 6 

Depreciation 33.4 47.5 47.1 12 13.4 19.9 7.5 20.9 15.9  

Interest Expenses -2.9 1.1 -13.3 -16.6 -18.5 13.7 17.1 13 14.2 7 

Tax Provision -70 52.5 125.5 34.6 119.1 6 28.4 -1 41.7 1.8 

PBDIT 7.8 22.6 16.9 13.9 18.7 7 19.8 10.2 9.9 8.3 

PAT 30.1 19.2 4.2 8.8 29.1 3.2 18.2 14.6 1.3 7.4 

Other income/Income (%) 5.5 4.6 4.2 5 3.5 4.6 3.7 4.9 3.8 4.7 

Raw Material/Net Sales 

(%) 
51.3 50.3 47.3 47.1 47.2 48.4 48.7 50.6 49.1 49.6 

Interest/PBDIT (%) 21.8 14 14.4 15 14.9 14.8 14 15.3 15.5 14.6 

PBDIT/Net Sales 29.3 33.7 35.5 33.9 33.3 34.2 34 31.5 32 33.3 

PBDIT/Income (%) 33.2 36.8 38.2 37.2 35.7 37.2 36.5 34.8 34.6 36.5 

PAT/Income (%) 17.8 19.1 19.3 17.2 20.9 18.8 18.1 16.7 18.7 18.3 

All income and profit figures are net of prior period and extraordinary transactions.  

PBDIT is net of other income in PBDIT/Net sales ratio. Growth is not calculated when figures 

are negative.  
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Shipping 

Sales of the industry to grow by a slower 2.7% in 2010-11  

CMIE expects the sales of the industry to grow by a slower 7 per cent y-o-y during the December 

2010 quarter as compared to our earlier forecast of a 9.3 per cent growth. This growth is likely to 

be driven by increase in cargo volumes and tonnage. It is also expected that the year 2010-11 to 

end with a modest 2.7 per cent growth in sales. This growth is likely to be driven by higher cargo 

volumes and fleet expansion undertaken by companies. 

Considering the recent performance of the companies in the shipping transport & allied services 

industry, CMIE has toned down its sales forecast over the next few quarters. With the recovery 

in the global economy taking longer than expected and increasing additions into global fleet, 

shipping freight rates continue to rule weak.  

Net profit is expected to jump by 82% in December 2010 
Industry‟s net profit is expected to jump by 82 per cent y-o-y during the December 2010 quarter 

due to a fall in total expenses and a low base in the year-ago quarter. Other expenses are 

expected to fall by 4.8 per cent due to the strict cost control undertaken by companies. Power & 

fuel expenses are expected to fall by 3.5 per cent. Net margin is expected to expand by 6.5% y-o-

y to 15.8 per cent. According to the IMF, world trade(volumes) are expected to grow by nine per 

cent in 2010 after falling by 11.3 per cent in 2009. Growth is expected to remain healthy at 6.3 

per cent in 2011. These will result in an increased movement of goods across countries. Hence, 

the growth in cargo volumes is expected to remain healthy over the next few quarters. 

Port infrastructure & related projects worth Rs.86, 171 crore to get completed by March 
2013 
According to CMIE‟s CapEx database, shipping infrastructure projects worth Rs.86,171 crore 

are scheduled to get completed during the period November 2010-March 2013. These include 

projects related to construction, modernization and expansion of ports and related infrastructure 

and shipyards. According to CMIE‟s CapEx database, a tonnage of 39.8 lakh deadweight tonnes 

(DWT) is scheduled to get added to the Indian shipping fleet during 2010-13. Considering gross 

additions, the Indian tonnage is expected to rise to 197.9 lakh DWT by March 2013. According 

to CMIE‟s 63rd CapEx survey, the outstanding investments in the shipping & allied services 

industry stood at Rs.3.5 lakh crore as of September 2010. 

 Major ports to handle 608.6 million tonnes in 2010-11 

CMIE expects cargo traffic at major ports to grow by 8.5 per cent to 608.6 million tonnes in 

2010-11. This growth is likely to be driven by a full recovery in India‟s foreign trade. It is also 

expected that foreign trade to grow by 18.1 per cent in 2010-11. Imports are expected to grow by 

19.9 per cent and exports are expected to grow by 15.2 per cent. This growth is likely to be 

driven by higher exports of petroleum products, gems & jewellery , machinery & instruments, 

pharmaceuticals, iron ore, transport equipment, primary & semi-finished iron & steel and ready-

made garments.  
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Robust growth in net profit expected in December 2010 quarter (% change compared to year-ago quarter) 

  Mar-09 Jun-

09 

Sep-09 Dec-09 Mar-

10 

Jun-10 Sep-10 

Estimates 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecast 

Income 1.4 -13 -31.6 -21 -12 0.3 2 6.9 5 6 

Net sales -16.6 -14.2 -29.6 -22.2 7 -2.4 0.7 7 5 8 

Total expenses -7.5 -8.7 -18.8 -11.4 4.7 -4.3 -6.3 -0.8 3 10.6 

Raw Materials -29 -34.1 -33.8 0.5 -17 95 -6 13.8   

Salaries & Wages 5.6 8 4.9 -15.8 -6.5 6.1 2 6 14.6 6.7 

Power & Fuel -17.4 -22.5 -13.5 -13.4 25.5 27.1 -19 -3.5 15.3 6.3 

Selling & 

Marketing 

120.1 211.8 113.3 16.2 -94.4 -95.9 -23 32.1 32.1 614.8 

Other Expenses -13.6 -15.9 -31.5 -11.6 13.4 -17.3 -0.4 -4.8 -6.6 12.5 

Depreciation 42.6 10.1 13.6 11.2 -16 5.8 -7 -0.5 9.9 22.6 

Interest Expenses -4.9 23.1 2.7 -16.6 9.4 25.5 -9 7.9 34.7 -4.9 

Tax Provision -64.3 -21 16.9 9.9 50.3 -35.2 -29.6 -1.7 -22.4 -14.2 

PBDIT 24.3 -11.4 -38.7 -30.8 -36.1 16.2 14 24.5 14.4 -1.7 

PAT 36.1 -37.9 -73.4 -61.5 -56.4 35.4 85.4 82 17.3 -19 

Other 

income/Income 

(%) 

23 7 4.6 5.7 6.3 9.9 5.8 5.6 6.3 8.2 

Other expenses/ 

Sales 

37.7 40.5 35.9 41 39.9 34.6 35.5 36.5 35.5 36 

Interest/PBDIT 

(%) 
10 23.4 24.4 22.4 17.2 24.5 19.5 19.4 20.2 23.7 

PBDIT/Net Sales 31.7 30.8 32.2 29 31 34.7 35.8 34.7 34.4 32.8 

PBDIT/Income 

(%) 
48.8 35.8 35.4 33 35.4 41.2 39.6 38.4 38.6 38.2 

PAT/Income (%) 27.2 10.9 9 9.3 13.5 15.5 16.4 15.8 15.1 11.8 

All income and profit figures are net of prior period and extraordinary transactions.  

PBDIT is net of other income in PBDIT/Net sales ratio. Growth is not calculated when figures 

are negative. 

Aviation 

Aviation industry’s sales to grow by 27% in December 2010 quarter  
Sales of the aviation industry are expected to grow by a robust 27 per cent in the December 2010 

quarter. This growth is expected to be driven by higher passenger volumes and better yields in 

the peak season. The industry is likely to post a robust 26.7 per cent growth in sales in 2010-11. 

The industry is likely to remain in the red at the net level during the December 2010 quarter. Its 

net loss as a proportion of income is expected to widen to 3.1 per cent, from 1.9 per cent in the 

year-ago quarter. 

Air passenger traffic to grow by healthy 16% in 2010-11 
Air passenger traffic is expected to grow by a healthy 16 per cent in 2010-11. In 2011-12 and 

2012-13, it is likely to grow by 14 per cent and 11 per cent, respectively. With airlines shifting to 

low-cost operations and developing a more competitive cost structure, air travel is set to become 

more affordable. The construction of airports in various parts of the country, and especially in 

non-metros, and in tier-II and tier-III cities will make air transport more accessible. As a result, a 
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new set of air passengers which would have previously never considered flying as a travelling 

option is likely to emerge, thus adding to air passenger traffic. 

ATF prices to grow by 3.9 %in December 2010 : Aviation turbine fuel (ATF) prices in the 
December 2010 quarter are expected be 3.9 per cent higher than those in the preceding quarter. 
In the March 2011 quarter, however, the average prices are expected to remain flat. The average 
of ATF prices in 2010-11 as a whole is expected to be about 12-13 per cent higher than that in 
2009-10. ATF prices for the fortnight beginning 1 November 2010 rose as compared to the 
corresponding fortnight a month ago. 
 
PBDIT to grow by 52.7% in December 2010 
The strong growth in sales and slower growth in the total operating expenses are likely to 

translate into a 52.7 per cent y-o-y growth in the industry‟s PBDIT during the quarter. The 

PBDIT margin is likely to expand to 12.8 per cent from 10.6 per cent in the year-ago quarter. 

However, with an expected increase in interest costs and depreciation, the industry is likely to 

incur losses at the net level. Its net loss as a proportion of income during the December 2010 

quarter is expected to widen to 3.1 per cent from 1.9 per cent in the year-ago quarter.  

PBDIT to grow by 52.7% y-o-y in December 2010 quarter (% change over a year ago) 

  Mar-09 Jun-09 Sep-09 Dec-09 Mar-10 Jun-10 Sep-10 

Estimates 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecast 

          Forecast Forecast 

Income 12.5 -7.6 -17.5 -1.5 11.5 24 34.2 26.1 20.3 16.1 

Net sales 6.2 -10.5 -15.9 -1.4 16.8 25.8 34 27 21 16.7 

Total expenses 22.7 -17.5 -20.9 -11 -7.8 17.3 19.5 27.6 24.3 17.1 

Salaries & Wages 15.3 -6.7 -14.2 -18.1 -9.1 -5.5 1.4 3.4 3.3 2.9 

Power & Fuel -33.6 -54.9 -47.5 -18 42.5 49.1 33.5 35 28 20.3 

Selling & Marketing -32.7 -28.7 -9.7 0.5 1.6 19.2 14.8 13.2 50.9 22.4 

Other Expenses 70.9 28.6 -10.5 -9.5 -29.8 4.6 3.5 30.9 29 24 

Depreciation 24.7 12.1 0.6 7.7 0.8 26.5 19 11 28.5  

Interest Expenses 188.4 81.6 67.3 19.7 7.2 39.1 26.7 18.3 8.2 0.2 

Tax Provision 370.9          

PBDIT 52.7 7.3 8.6        

PAT           

Other income/Income (%) 7.8 4.4 2.2 2.4 3.4 3 2.3 1.8 2.8 2.5 

Other expenses/Sales 54.3 36.7 40.8 32.5 32.6 30.5 31.5 33.5 34.8 32.4 

Power fuel/Sales (%) 26.9 28.9 36.5 31.2 32.9 34.3 36.4 33.1 34.8 35.3 

Interest/PBDIT (%) -196.6 182.7 -135.6 102.6 125.6 92.2 135.9 79.5 126.7 85.1 

PBDIT/Net Sales -15.6 1.4 -11.7 8.3 6.7 10.1 6.6 11.2 6.2 9.7 

PBDIT/Income (%) -6.6 5.7 -9.3 10.6 9.9 12.8 8.8 12.8 8.8 11.9 

PAT/Income (%) -27.2 -9.2 -23.2 -1.9 -5.2 -3.3 -9.7 -3.1 -8.8 -4.2 

All income and profit figures are net of prior period and extraordinary transactions.  

PBDIT is net of other income in PBDIT/Net sales ratio. Growth is not calculated when figures 

are negative.  
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Hotel 

Capacity Addition of 47, 633 rooms over next 3 years : As per CMIE‟s CapEx database, the 
hotels industry is expected to witness a capacity addition of 47,633 rooms over the next three 
years, taking the total outstanding capacity to 1.8 lakh rooms. Of this, a larger capacity of around 
17,948 rooms is expected to come up in 2010-11, at an investment of Rs.13,036 crore. In 2011-
12, we expect a capacity addition of 14,872 rooms to take place at an investment of Rs.14,452 
crore. The remaining capacity of 14,813 rooms is expected to come up in 2012-13, at an 
investment of Rs.12,471 crore. 

Sales are expected to grow by 14 percent and 13.9 percent in 2011-13 : In 2011-12 & 2012-
13, we expect the hotels industry to report a sales growth of 14 and 13.9 per cent, respectively. 
Sales are expected to be driven by a rise in ARRs and occupancy levels. With fresh rooms 
coming over the next three years, we expect a modest increase in ARRs as the companies would 
aim to maintain higher occupancies. Additionally, we expect higher number of tourists to visit 
the country in the coming years thereby aiding the sales growth. 

Net Profit to grow on account of lower interest charges 
Total expenses of the industry are expected to increase at a slower pace of 12.5 and 11.4 per cent 

in 2011-12 & 2012-13, respectively. The industry‟s wage bill is expected to rise by 14.8 and 12.4 

per cent in 2011-12 & 2012-13, respectively. With more capacity expected to come up over the 

next three years, we expect the companies in the sector to hire more people. The growth in 

industry‟s interest expenses is expected to slow down to 10.2 per cent in 2012-13. CMIE expects 

the euro bonds issued by Hotel Leelaventure to get converted by April 2012. Additionally, we 

also expect Indian Hotels to retire its debt, thereby pulling down the interest expenses. 

Consequently, we expect the net profit to grow by 36.7 and 28.8 per cent in 2011-12 & 2012-13, 

respectively. 

Industry to report robust sales in December 2010 quarter (% change compared to year ago) 

  Mar-09 Jun-

09 

Sep-09 Dec-09 Mar-

10 

Jun-10 Sep-10 

Estimates 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecast 

Income -22.1 -25.1 -20.1 -1.9 -2.4 14.7 16.8 23.7 19.7 16.9 

Sales -27.8 -25 -19.1 -0.2 6.7 16.2 16.5 25 17 16.5 

Total expenses -14.4 -8.2 -8.3 2 -4.3 10 11.9 21.5 20.2 14.5 

Salaries & Wages 11.6 3.8 -3.8 0.3 -12.6 12.4 7 20.2 18 19 

Power & Fuel -2.4 -2.6 -7.1 -1.5 6.9 13.3 11.5 15 19.5 4.6 

Selling & marketing 13.2 -7 -10.9 18.8 28.2 -11.3 13.9 23 41.5 17 

Other expenses -23.9 -16.4 -12.5 2.1 4 16.2 12 16.4 20 13 

Depreciation 8.4 20.5 16.5 11.9 5.4 8.7 14.1 17.5 13.9 14.5 

Interest expenses 21.1 38 33.4 34.1 17.3 9.3 19 25.7 24 15 

Tax provision -45.6 -53.6 -63.4 -25.1 -41.6 -50.2 -6.4 62 25.9 6.2 

PBDIT -36.6 -55.7 -45.6 -8.4 -4.2 19.1 38.2 35 19.2 25.2 

PAT -52.4 - - -20.8 9 - - 37.2 17 141.5 

Other 

income/incomes 

11.7 3.5 3.9 3 3.4 2.2 4.2 1.9 5.5 2.6 

Raw material/Sales 39.7 43.2 44.7 38.1 36.9 43 43 35.4 37.8 41.7 

Interest/PBDIT (%) 17.2 46.6 45.3 21.6 19.4 41.9 39 20.1 20.2 38.4 

PBDIT/Sales (%) 25.6 17.1 16.9 31.3 32.6 19.3 20.5 35.3 30.9 20.5 

PBDIT/Income (%) 34.2 20 20.2 33.4 34.9 21.1 23.8 36.5 34.7 22.6 

PAT/Income (%) 12.2 -2.6 -0.1 13.9 15.3 1.9 4.1 15.5 15 3.9 

All income and profit figures are net of prior period and extraordinary transactions. PBDIT is net of 

other income in 

PBDIT/Net sales ratio. Growth is not calculated when figures are negative.     
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Hotel industry to report healthy sales in 2011-12 & 2012-13 

  2006-07 2007-08 2008-09 2009-10 2010-11 

Forecast 

2011-12 

Forecast 

2012-13 

Forecast 

Income 31 14.4 -6.5 -11.9 19.2 15 13.5 

Sales 31.2 14.7 -8.7 -9.2 19.1 14 13.9 

Total expenses 27.8 12.8 -0.4 -4.6 16.3 12.5 11.4 

Salaries & Wages 21.8 21.1 15.5 -3.6 14.6 14.8 12.4 

Power & Fuel 9.3 17.5 7 -1.4 14.8 5.4 3.2 

Selling & marketing 18.7 135.8 73.5 5.1 17.3 12.2 10.5 

Other expenses 32.3 7.1 -2.1 -5.8 16.3 9.4 9.8 

Depreciation 17.5 6.8 13.3 13.1 13.6 11.2 10.6 

Interest expenses 23.3 19 5.8 30.2 19.7 17 10.2 

Tax provision 71.5 30.5 -33.4 -43.7 20.8 31.4 28.9 

PBDIT 43.9 21.2 -21.7 -26.4 27.5 24.6 20.4 

PAT 48.7 21.6 -31.5 -53.5 52.7 36.7 28.8 

Other income/incomes 4.6 4.3 6.5 3.4 3.5 4.4 4 

Raw material/Sales 40.3 37.7 40.3 40.2 39.2 37.6 36.3 

Interest/PBDIT (%) 12.6 12.5 16.6 28.1 26.2 24.6 22.6 

PBDIT/Sales (%) 34.7 37.1 28.8 25.7 27.8 29.8 32.1 

PBDIT/Income (%) 37.7 39.8 33.5 28.2 30.3 32.8 34.8 

PAT/Income (%) 18.4 19.5 14.4 7.9 10.3 12.2 13.8 

All income and profit figures are net of prior period and extraordinary transactions. PBDIT is net of other income in 

PBDIT/Net sales ratio. Growth is not calculated when figures are negative.  

 
 

Asset Financing Services 

AFS sector to continue on growth trajectory in the second half of the year 2010-11 

The sector is expected to continue on growth trajectory in the second half of the year 2010-11, 

with income expected to rise by a healthy 16.3 per cent. In line with income growth, net profit is 

also likely to be higher by 16.5 per cent. With this, the sector is expected to end the year with an 

income and a PAT growth of 16.7 per cent and 22.2 per cent, respectively. The sector is expected 

to expand its net margin for the second successive year as average cost of funds is expected to be 

lower than that in 2009-10. An expected healthy rise in salaries of individuals in 2010-11 is 

likely to result into a strong consumer sentiment.  

Income growth of the sector will continue to remain broad-based with all its segments expected 

to report healthy performance during the quarter. With the loan disbursements by AFCs expected 

to continue to rise in the coming quarters, CMIE expects the sector to continue to grow briskly. It 

is expected to post an income growth of 20 per cent in the December 2010 quarter. PAT is 

expected to rise at a faster pace of 32.8 per cent, aided by a y-o-y improvement in interest cost to 

income ratio.  
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Income expected to continue to grow briskly in quarters to come (% change over year-ago) 

  Mar-

09 

Jun-

09 

Sep-

09 

Dec-

09 

Mar-

10 

Jun-

10 

Sep-10 

Estimates 

Dec-10 

Foreca

st 

Mar-11 

Forecast 

Jun-11 

Foreca

st 

Total income 25.3 21.5 14.7 11.6 12.3 18 21.2 20 15.1 15.1 

Income from operations 28.9 19.8 14.8 10.9 11.5 19.2 20.8 19.9 15.2 15.1 

Other income -64.4 210.4 11.8 90.7 88.7 -36.7 40 24.4 7.3 16.5 

Expenses 23.4 18.8 8.4 4.6 5.8 13.4 17.6 16.4 14.9 14.4 

Interest exp. 36.8 23.1 11 -0.5 -2.1 8 13.9 16.5 19.4 15.2 

Salaries & wages -22.5 9.7 2.4 3.6 35.9 26.4 30.7 29.9 5.9 11.2 

Other operating expenses 5.7 -15.9 -19.8 13.7 20.8 35.4 22.2 7.6 4.1 8.1 

Provisions & 

contingencies 

28.2 11.5 27.8 18.1 3.3 23.1 -12.8 -0.1 11.9 8.8 

Tax provision -12.5 21.3 11.8 34.8 45.4 32.9 47.1 22.6 5.8 15.6 

Profit before provision 16.9 27.8 33 39.8 37.5 33.5 32.9 27.4 12.7 16.3 

PAT 33.6 33.3 43.6 45.4 38.7 35.1 33.2 32.8 15.7 17.5 

Oth. Income/Inc. from 

operations (%) 
1.1 2.2 1.8 1.4 1.8 1.2 2.1 1.5 1.7 1.2 

PAT/Income (%) 20.1 20.9 22.7 22 24.5 24 25.1 24.4 24.6 24.4 

All income and profit figures are net of prior period and extraordinary transactions. Growth is not calculated when figures are 

negative. 

 
Brisk income growth to continue in second half by housing finance companies : Sales of 
residential properties are expected to remain upbeat in the festival season, driving the demand for 
home loans. We, therefore, expect loan disbursements, by housing finance companies to continue 
to grow briskly in the last two quarters of the year 2010-11. We expect revenues of the segment 
to grow in the range of 11-15 per cent in the coming two quarters. Profit margin of the segment, 
however, is expected to come under pressure due to increase in borrowing cost of HFCs. The 
segment is expected to post a y-o-y decline in net profit in the March 2011 quarter. 

PAT to rise by 28.8% in December 2010 quarter (% change over year-ago) 

  Mar-

09 

Jun-

09 

Sep

-09 

Dec-

09 

Mar-

10 

Jun-

10 

Sep-10 

Estimates 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecast 

Total income 32.7 23.6 12.3 0.6 -0.3 7 12.7 15 11.1 12.5 

Income from operations 33.5 22.2 11.3 -0.7 -1.3 8.3 12.1 15 11.3 12 

Other income -32.2 523.3 123.

1 

635.9 169.1 -85.9 49.5 12  249.9 

Expenses 34 24.2 9.7 -4.4 -7.7 1.1 6.9 11 15.7 11.1 

Interest exp. 45.5 25.7 8.9 -9.2 -14 -3.6 2.4 11 19.5 10.7 

Salaries & wages -2.2 22.7 11.5 0.7 16.4 16 40 15 22 10 

Other operating expenses -9.9 8.2 6.7 15.1 59.3 22.2 16 12 10 20 

Provisions & 

contingencies 

49.3 1.2 517.

9 

428.7 -97.7 55.8 10 -35 23,900 8 

Tax provision -6.7 18.3 13.8 25.1 21.3 33.9 34.5 14 -6 11.8 

Profit before provision 16 20 21.4 26.1 24.7 33.3 34.2 23.2 -1.8 15.2 

PAT 28.4 21 23.3 23.6 26.4 32.7 34.3 28.8 -1.2 16.7 

Oth. Income/Inc. from 

operations (%) 
0.6 1.4 1.7 1.5 1.6 0.2 2.3 1.4 1.4 0.6 

PAT/Income (%) 21.7 18.6 21.2 22 27.7 23.1 25.3 24.6 24.7 24 

All income and profit figures are net of prior period and extraordinary transactions. Growth is 

not calculated when figures are negative. 
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Income to rise by 18.2%in December quarter of Auto Finance Companies 

Buoyancy in the financials of auto finance companies is expected to continue in the December 

2010 quarter, aided by continued buoyancy in sale of the Original Equipment Manufacturing 

(OEM) industry. CMIE expects the segment to record an income growth of 18.2per cent during 

the quarter. PAT is expected to be higher by a faster 34.8 per cent, leading into a 250 per cent y-

o-y expansion in its PAT margin to 20 per cent. 

Net profit to grow by 34.8% in December 2010 quarter (% change over year-ago) 

 Jun-

09 

Sep-

09 

Dec-

09 

Mar-

10 

Jun-

10 

Sep-

10 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecast 

Sep-11 

Forecast 

Total income 10.2 9.1 12 16.5 19.1 24.2 18.2 13.6 17 13 

Income from operations 9.2 8.5 11.6 15.7 18.2 23.4 17.5 13.5 18 13 

Other income 70.2 55.7 47.9 77.8 56.6 70.8 70 16 -10 15 

Expenses 8.4 5.3 2.3 15 12.5 16 14.7 12.1 15.7 14.3 

Interest exp. 18.4 1.5 -2 3.1 1.9 11.7 8.8 16.5 18 17 

Salaries & wages 7.1 2.5 0.8 19.8 31.3 33.7 45 22.5 10 12.5 

Other operating expenses -15.8 -18.4 6.7 15.8 28.4 46.6 30 12 14 12.5 

Provisions & 

contingencies -5.2 29.9 -11.5 40.8 7.1 -20.3 

 

8 7.5 12 

Tax provision 13 46.5 73.8 67.8 62.2 56 30 

 

22 9 

Profit before provision 9.7 36.9 45.7 38 42.8 35 24.2 11.4 18.7 9.1 

PAT 23.1 38.2 101.9 23.9 61.2 72.2 34.8 19.8 22.8 8 

Oth. Income/Inc. from 

operations (%) 2.6 1.7 1.4 2.1 3.4 2.2 2 2.1 2.6 2.3 

PAT/Income (%) 13.7 14.5 17.5 18.8 18.6 20.2 20 19.8 19.5 19.3 

All income and profit figures are net of prior period and extraordinary transactions. Growth is not calculated when figures are 

negative. 

 

Telecommunication Services 

Telecom sector likely to report 9.3 per cent growth in sales revenues for September 2010 
quarter   

The telephone communication services sector is expected to report a 9.3 per cent growth in sales 

revenues for the quarter ended September 2010. Telecom services providers are estimated to 

have expanded their subscriber base by over 40 per cent during September 2009-September 

2010. However, this volume growth is likely to have been substantially offset by a 20-22 per cent 

decline in average revenue per user (ARPUs). ARPUs are declining on account of both, lower 

pricing as reflected in lower tariff rates as well as lower usage as reflected in lower minutes of 

usage (MoUs). 
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Decline in PAT likely to be arrested in September 2010 quarter 

 In the September 2010 quarter, CMIE expects the sector to return to reporting year-on-year 

growth in profits at the net level.  

This will be mainly because of a 13.1 per cent growth in revenues and a decline in interest 

expenses. CMIE expects the growth momentum in sales revenues to continue and the sector to 

continue reporting year-on year growth in profits in the next four quarters. Sales revenues are 

expected to grow at double digit rates at least till the June 2011 quarter. 

`Sales to pick-up, margins to remain under pressure in September 2010 quarter (% change over year-ago) 

  Mar-

09 

Jun-

09 

Sep-

09 

Dec-

09 

Mar-10 Jun-

10 

Sep-10 

Estimates 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecast 

Income 19.2 13.6 1.8 -2.4 1.9 5.4 13.1 14.4 14.4 12.4 

Sales 13.9 6.8 1.6 -0.9 1.1 8.3 9.3 12.8 14.5 12.5 

Total expenses 16.1 11.8 2.7 3.2 6.1 16.8 14.2 12.1 18.6 8.8 

Salaries & Wages 40.4 16.2 0.5 47.7 -6.2 9.5 24.3 -18 36.5 28 

Network cost 51.9 49.7 35.4 27 23.9 -7.8 16.4 16.4 12.4 7 

Regulatory charges 20.2 11.1 3.3 -5.8 14 69 13.5 14.2 5.9 7 

Access charges 14.1 -10.1 -9.7 -7.9 -10.1 24 8.7 11.7 13.4 17 

Selling & marketing 9.2 12.4 2.2 16.1 25.3 24.3 31.2 36 35 20 

Other expenses -24.6 -2.4 -11.6 2.1 30.4 7.3 14.5 8.1 5.2 3 

Depreciation 25.4 18.7 0.1 -2.6 -2.3 13.1 21.1 10.1 16.9 6.3 

Interest expenses -24.9 -53.6 -50.9 -77  172.1  -33.5 131.7 -13.6 

Tax provision 74.6 11  27.3 33.6 -31.4 10.6 12.5 12.5 14.3 

PBDIT 22.6 12.4 -6.9 -31 -16.8 -13.6 6.3 29.9 16 14.7 

PAT 32.2 23 -5.4 -40.1 -16.7 -47.8 5.5 44.2 -6.5 48.5 

Other 

income/incomes (%) 

6.5 7.4 1.4 4.1 7.4 4.9 4.7 5.4 7.3 4.8 

Network cost/Sales 

(%) 

19.4 22.3 22.7 22.8 23.4 18.9 24.2 23.5 22.9 18 

Regulatory charges/ 

Sales (%) 

10 9.7 9.7 9.4 11.3 15.2 10.1 9.5 10.5 14.4 

Interest/PBDIT (%) 9.5 4.4 14.3 6.6 -0.8 11.9 9 11.8 9.1 9 

PBDIT/sales (%) 31.3 27.8 28.5 20.3 23.6 22.8 24.1 22.6 24.1 24.3 

PBDIT/Income (%) 35.8 33.2 29.5 23.6 29.3 27.4 27.7 26.8 29.7 27.9 

PAT/Income (%) 17.9 17 12.1 8.1 14.9 8.7 11.2 10.2 12.2 11.4 

All income and profit figures are net of prior period and extraordinary transactions.     

PBDIT is net of other income in PBDIT/Net sales ratio. Growth is not calculated when figures are negative. 

 

Generators, Transformers & Switchgears  

Sales to rise by 14.6 per cent in 2010-11  

In 2010-11, the generators, transformers & switchgears industry is expected to post a 14.6 per 

cent rise in sales. Double-digit growth in sales is expected on the back of a rising demand from 

the electricity sector. During 2010-13, electricity generation capacity in India is expected to 

increase by 81,826 mw, leading to a sharp rise in electricity generation. To distribute this 

electricity, strengthening of transmission and distribution grid will also be essential. This will 

lead to a healthy growth in sales of generators, transformers and switchgears. 
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Profit margins of generators, transformers & switchgears industry to contract in 2010-11  

With a faster rise in expenses coupled with a decline in other income, the net profits of the 

industry are expected to decline by 9.7 per cent. The PAT margin will contract by 150 basis 

points to 5.8 per cent. Other income is also expected to decline by 38.9 per cent. In 2010-11, 

prices of key raw materials, copper and aluminum, are expected to rise. This will lead to a 18.5 

per cent rise in the raw material expenses. As a result, the total expenses of the industry will 

grow at a faster pace (17.1 per cent) compared to sales.  

Switchgears production to rise by 20.5% in 2010-11 : In 2010-11, CMIE expects the 
switchgears production to increase by 20.5 per cent to 26.5 crore units. The production is 
expected to rise further by 15.8 per cent and 11.5 per cent in 2011-12 and 2012-13, respectively. 
Healthy rise in production will be fueled by aggressive capacity expansion plans in the electricity 
industry. During 2010-13, 81,826 mw of electricity generation capacity is expected to come on 
stream. This will lead to a sharp rise in power generation. It is also expected that the power 
generation to grow by 14.7 per cent in 2011-12 and by 13.3 per cent in 2012-13. Our production 
forecast is based on the production data compiled from the annual reports of the companies. 

Margins to contract in 2010-11 

  Mar-09 Jun-

09 

Sep-09 Dec-09 Mar-

10 

Jun-10 Sep-10 

Estimates 

Dec-10 

Forecast 

Mar-11 

Forecast 

Jun-11 

Forecast 

Income 7.7 3.8 -0.8 2.8 5.4 5.7 14.8 16.3 17.4 18.4 

Net sales 8.1 0.7 -0.7 5.9 5.1 8.9 14.6 16.3 17.5 18.5 

Total expenses -0.2 -1 0.1 8 10.3 17.3 16.3 16.4 18.4 17.1 

Raw Materials -5.9 -5.7 0.5 7.2 10 19.1 17.1 17.8 20 17.4 

Salaries & Wages 16.7 17.6 20.3 8.8 14.7 17.7 17.7 19.5 22.6 13.8 

Other Expenses 21.4 20.3 -8.5 14.1 23.7 24.1 18 17 13.4 16.7 

Depreciation 33.4 25.9 24.8 27 28.8 19.1 17.4 19.2 26.3  

Interest Expenses 39.5 41.9 -8.1 -19.9 0.4 -9.5 -3.1 -19.7 -20.3 14.9 

Tax Provision 36.3 -1 -22.2 12.4 -22.2 -28.4 -5 -5.4 5.7 15.4 

PBDIT 13.1 -16.6 -7 -13 -30.6 3.4 -3.7 7.5 19  

PAT 15.5 -20.3 -16.2 -15.2 -41.4 5.4 -4.4 10.8 19.7  

Other 

income/Income 

(%) 

0.7 3.8 0.5 0.8 0.9 0.8 0.7 0.7 0.8 0.8 

Raw Material/Net 

Sales (%) 
68.2 72.1 74.2 73.7 71.4 78.9 75.9 74.7 72.9 78.1 

Interest/PBDIT 

(%) 
7.8 6.6 8 7.5 9 8.2 7.5 6.3 6.6 7.9 

PBDIT/Net Sales 13.2 12.3 10.9 13.8 10.6 9.4 9.6 11.3 9.7 9.5 

PBDIT/Income 

(%) 
13.7 15.6 11.3 14.4 11.3 10.2 10.2 12 10.4 10.3 

PAT/Income (%) 7.6 9.3 6.1 8 6.1 5.2 5.6 6.6 5.7 5.2 

All income and profit figures are net of prior period and extraordinary transactions.  

PBDIT is net of other income in PBDIT/Net sales ratio. Growth is not calculated when figures 

are negative.  

****************************************************************************** 
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No.3 (12)/2012-DPE (MoU) 

Government of India 

Ministry of Heavy Industries & Public Enterprises 

Department of Public Enterprises 
(MoU Division) 

Web-site: http://dpemou.nic.in/ 

E-mail: mou-dpe@nic.in 
 

Public Enterprises Bhavan, 

Block No. 14, 3rd Floor,  

CGO Complex, Lodhi Road,  

New Delhi -110 003 

Dated: 12
th

 November, 2012 

OFFICE MEMORANDUM 

Subject:    Guidelines for Memorandum of Understanding (MoU) between CPSE and 

Government Department /Ministry for the year 2013-14. 

          Please find attached a copy of the Guidelines for drafting of MoU for the 

Financial Year 2013-14. These guidelines are also available on DPE website 

http://www.dpemou.nic.in.  

 2.       CPSEs (Holding as well as Subsidiaries) may be advised to draft MoU for the year 

2013-14 on the basis of the said Guidelines.  

3.      An advance copy of the draft MoU for 2013-14, including enclosed Annexures and 

a copy of the Annual Plan, Annual Budget, Corporate Plan of the CPSE and its 

Subsidiary companies, may be sent directly to DPE in hard and soft copy by 30
th

 

November 2012. The main copy, after the approval of their Board, can be sent to DPE, 

Planning Commission and Ministry of Statistics and Programme Implementation through 

the Administrative Ministry/Department by the 15
th

 December 2012. The approved 

copies are to be sent in advance by CPSEs to the Task Force members of the concerned 

Syndicate Group. 

  4.      Modifications, if any, in these Guidelines will be issued before the negotiation 

meetings of CPSEs with the Task Force Syndicate Groups. 

. 

                                                                                                                        sd /                                                        

(Umesh Dongre) 

Director  

Tel: 011-2436 3066 

 

To: 

01. Secretaries to the Government of India (as per list) 

02. Chief Executives of CPSEs (as per list) 

Also Copy to: 

03. Staff Officer to Cabinet Secretary, Cabinet Secretariat 

04.  Dr. Prajapati Trivedi, Secretary Performance Management, Management Division, 

Cabinet Secretariat 
 

http://www.dpe.nic.in/
http://www.dpe.nic.in/
http://www.dpemou.nic.in/
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Guidelines for Memorandum of Understanding (MoU) between CPSE and 

Government Department /Ministry for the year 2013-14. 

          

1.  Applicability: All CPSEs (Holding as well as Subsidiaries), without exception, are 

required to sign MoUs ; while the Apex/Holding companies will sign MoUs with their 

administrative Ministries/Departments, the Subsidiary companies will sign MoUs with 

their respective Apex/Holding companies on the same lines as MoU is signed between a 

CPSE and Government of India.  Those CPSEs who do not stick to DPE's schedule for 

signing of MoU will have their MoU performance rated as “Poor”. 

 

1.1  Exemption from MoU:   In respect of CPSEs, which are closed/not in operation, 

merged, wound up, shell companies or are sick and on the verge of being closed or 

merged with no revival package in sight, the administrative Ministry will make 

recommendation to DPE for permission to exempt from signing MoU and DPE will 

take a final decision.  

 

1.2 Guiding Principles for setting targets: MoU targets should be realistic, yet growth 

oriented, and inspirational and be consistent with the proposed Annual Plan, Budget 

and Corporate Plan of the CPSE and Results Framework Document (RFD) of the 

Ministry/Department. It should be the maximum achievable under the given and 

anticipated circumstances.  The financial information disclosed to potential investors 

in IPO/FPO documents and interest of the shareholders should also be kept in view.   

 

1.3 Financial Targets (Static parameters): The basic targets of Gross Sales, Turnover, 

Gross Margin, Net Profit should be determined on the basis of (i) projection based on 

last five years‟ actuals (ii) reference to sectoral as well as industrial growth  (iii) 

forecast of growth outlook for the ensuing year (iv) benchmarking with  peer 

Companies  at national and global level . Financial Parameters and targets in MoU 

should be fixed using DPE's definitions as appearing in these guidelines (Annexure-

I).    

 

1.4 Non-financial Targets :  The non-financial targets should be SMART (Specific, 

Measurable, Attainable, Results-oriented, Tangible ). The targets for non-financial 

parameters should be independently verifiable by an external agency, wherever 

applicable and CPSE should also specify the documentary evidence they would rely 
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upon as proof of performance, the source/agency of such documentary evidence. The 

administrative Ministry concerned is entrusted with the responsibility of ensuring that 

a complete set of documentary evidence for every parameter, both financial and non-

financial is submitted by the CPSE to DPE.  Without this DPE would be handicapped 

in its evaluation of the performance of the CPSEs. This would entail an automatic 

downgrading by at least one notch from the rating claimed by CPSEs in respect of the 

parameters for which documentary evidence have not been submitted to DPE.  

1.5 Group Targets:   The performances of some CPSEs are inter – dependent because 

their operations cut across different Ministries/Departments.  In such circumstances, 

MoU targets of the concerned CPSEs should be so fixed that they are jointly and 

severally responsible for their performance, and for achievement of the targets.  In 

addition to the regular syndicate meetings, either  one joint meeting of the syndicates 

in which these are included my be held,  or  separate meeting(s) of these CPSEs, 

Railways, administrative Ministries, DPE and the Convenors of their respective Task 

Force Syndicates be convened to sort out cross cutting issues.  

1.6 Revision of Targets :   

Once the MoUs are signed, any revision of targets is not permissible. MoU targets are 

unconditional and non-provisional. However, during performance evaluation of MoU, for 

happenings beyond the control of the CPSE(force majeure type situation) , the power to 

permit offsets based on the  recommendations of DPE/Task Force will continue to remain 

with the High Power Committee(HPC)  on MoU.  

 

1.7 Task Force: Task Force on MoU is a neutral and independent body of experts that 

assist the High Power Committee on MoU and Department of Public Enterprises in 

setting annual targets of CPSEs at the beginning of the year and performance 

evaluation of MoUs at the end of the year. For the year 2013-14 , CPSEs have been 

categorized into  12  syndicate groups including  “Sick and Loss Making CPSEs” and 

“ Section 25 CPSEs”; Task Force on MoU for each syndicate will normally have 4 to 

5 members. There will be one Chairman for Task Force on MoU. The list of Task 

Force members, syndicate wise will be available on DPE website 

http://www.dpemou.nic.in. 

 

1.8 The Task Force will commence pre-negotiation meetings among themselves in 

December 2012 to discuss on the draft MoUs received from CPSEs and list out 

priority areas. Negotiation meetings will commence from January 2012 to analyse, 

http://www.dpemou.nic.in/
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discuss and finalise the MoUs in respect of Apex/Holding CPSEs as well as   

Subsidiary Companies. 

 

1.9 Time-line: An advance copy of the draft MoU for 2013-14, including enclosed 

Annexures and a copy of the Annual Plan, Budget, Corporate Plan of the CPSE and 

its Subsidiary companies, may be sent directly to DPE, Planning Commission and 

Ministry of Statistics and Programme Implementation in hard and soft copy by 30
th

 

November 2012. The main copy, after taking the approval of their Board, can be sent 

to DPE through the Administrative Ministry/Department by the 15
th

 December 

2012. The approved copies will also be sent in advance by CPSEs to the Task 

Force members (2013-14) of the concerned syndicate group.  

 

2. CPSEs (Holding as well as Subsidiaries) under the administrative control of your 

Ministry/Department may be advised to draft MoUs for the year 2013-14 on the basis of 

the enclosed Guidelines. These guidelines are also available on DPE website 

http://www.dpemou.nic.in. 
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MoU Guidelines for the drafting of MoU for the year 2013-14  

Memorandum of Understanding (MoU) is a negotiated agreement and contract between the 

Government and the Management of the Central Public Sector Enterprise (CPSE).  It is 

intended to evaluate the performance of the CPSE at the end of the year vis-à-vis the targets 

fixed in the beginning of the year.  CPSE shall follow the below listed guidelines and format 

while drafting the MoU document. 

 

Part I 

 

1. MISSION AND OBJECTIVES OF THE CPSE  

 

1.1 MISSION/VISION: 

 

Mission should be a concise statement incorporating the rationale for the existence of the 

enterprise and its business/activities. 

 

The Mission statement should be formulated keeping in view the fresh initiatives being 

planned or /and under active consideration by the enterprise. 

 

1.2 OBJECTIVES OF THE CPSE 

    

The objectives should be related to the mission of the enterprise and listed in order of 

priority as approved by the Board of Directors of the enterprise. 

 

These objectives should cover quantitative and qualitative; commercial and non-

commercial; and static as well as dynamic aspects of the operations of the enterprise. 

 

Efforts should be made to ensure that all the objectives get reflected in the MoU 

Assessment Format.  
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1.3    COMMITMENTS / ASSISTANCE FROM THE GOVERNMENT 

 

Commitments/assistance expected from the Government should be relevant and 

related to the fulfilment of the agreed performance targets. 

 

These obligations should have a direct bearing on the performance of the enterprise, 

and their effect on the performance should be quantified. The 

commitments/assurances in the MoU document could be incorporated appropriately 

in the Result Framework Documents (RFD).  However, the targets fixed should not 

be   made conditional or provisional. 

2.   PERFORMANCE ASSESSMENT TARGETS AND THEIR DETERMINATION 

2.1.1 Performance evaluation is based on the „Balanced Score Card‟ approach. It includes 

both “financial” and “non-financial parameters” having equal weights of 50% each.  

However, in the case of syndicate groups “Sick and Loss Making CPSEs” and 

“Section 25 CPSEs”, the weights for financial and non-financial parameters are 40% 

and 60% respectively.  

 

2.1.2 With a view to distinguishing „excellent performance‟ from  „poor performance‟, 5 

different performance targets should be fixed in the MoU  on a 5 point -scale in the 

ascending order, that is,  (1) „Excellent‟, (2) „Very Good‟, (3) „ Good‟, (4) „ Fair‟ and 

(5) „ Poor‟. 

 

2.1.3   The Task Force in consultation with the CPSE and administrative 

Ministry/Department will fix the Basic Target and levels of difference between 

Excellent, Very Good, Good and so on.  

 

2.1.4     No provisional or conditional target fixation is permissible.  Hence, all performance   

targets are unconditional. 

 

2.1.5  Once the MoUs are signed between the CPSEs and the administrative 

Ministries/Departments,   no revision of targets will be permitted. The MoU Task Force 
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have the flexibility to select appropriate financial and non-financial parameters, 

weightage for each of these parameters, spread between basic and other levels of  

targets subject to broad DPE guidelines. The power to permit offsets while performance 

evaluation of MoU for happenings beyond the control of the CPSE(force majeure type 

situation) , based on recommendations of DPE/Task Force, will however, continue to 

remain with the HPC.  

2.2   Financial Targets: 

 Definitions of Financial Parameters:   All the financial parameters should conform to 

definitions which are adopted in the Public Enterprises Survey and laid before the 

Parliament every year Annexure – I  is attached. 

 

2.2.1      CPSE will give a self -certification (Annexure- IX) at the end of the MoU to the effect 

that while arriving at the targets of the financial parameters and management ratios, for 

negotiation the definitions and norms laid down in the MoU guidelines of DPE have 

been strictly and scrupulously followed and no deviations have been made. 

 

2.2.3    The targets set should be realistic, growth oriented and aspirational.  The target set in 

MoU should be consistent with the Budget Estimates for 2013-14 and in broad 

conformity with those approved by the Planning Commission, Ministry of Finance and 

other statutory or regulatory bodies, as applicable. It is observed that some CPSEs 

under-pitch their projected performance for the coming year to plead their case for soft 

targets. In such cases, while undertaking the performance evaluation of MoU, 

DPE/Task Force will have the liberty to call upon the CMD of the CPSE to explain 

plausible reasons for such under pitching of targets and over-achievement with grossly 

high variations. The Task Force could make appropriate adjustments during 

performance evaluation and finalize score and rating accordingly. Thus, while fixing 

targets for the MoU for the year 2012-13, the following methodology shall be followed:  

 

2.2.4   To determine the basic target (BT) for parameters like Gross Sales, Turnover, Gross 

Margin, Net Profit, Net Worth, the actual achievement of past 5 years (Annexure-VIII)  

and factors such  as  capacity and its expansion,  business environment, projects under 

implementation and Company‟s growth forecast  should be considered. Basic financial 
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targets should be generally determined by projecting an ambitious growth over 

achievement or targets of the previous year, unless there was a bad performance in the 

previous year.  In cases of bad performance, a realistic, achievable target considering  

growth on average of the last 3 years‟ actual performance could be taken. The targets for 

other financial parameters and management ratios can then be derived. For CPSEs 

which have only recently started signing MoUs, the projection shall be done using 

available data.  

  

2.2.6 In case of benchmarking   with national and/or international standards, the discretion of 

Task Force on MoU will apply. 

     

2.3  Non-Financial Targets 

2.3.1 A CPSE can select non-financial parameters in consultation with the administrative 

Ministry/Department which are considered crucial to its functioning and fulfillment of 

its objectives. However, non-financial targets fixed should be SMART (Specific, 

Measurable, Attainable, Results-oriented, Tangible), and which should be decided a 

priori at the time of draft MoU and during setting of targets. The targets for non-

financial parameters should be clearly identifiable and independently verifiable by an 

external agency, wherever applicable and CPSE should also specify the documentary 

evidence they would rely upon as proof of performance, the source/agency of such 

documentary evidence. The intention is to ensure strict, transparent and objective 

evaluation. 

2.3.2     Dynamic Parameters   

During the deliberations of the MoU negotiation meeting, if the Task Force comes to 

the conclusion that any of the dynamic parameter(s) as indicated in the MoU 

Assessment Format is not relevant to a particular CPSE, then the Task Force may 

evolve new parameters and adjust the balance weight relevant to that particular CPSE.   

 

2.3.3 Ongoing as well as new projects to be implemented by CPSEs including those 

monitored by Ministry of Statistics and Programme Implementation   should be 
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included in non financial targets. List of projects completed, projects pending with 

time and cost overruns, percentage of milestones achieved within stipulated time, 

milestones of the ongoing projects that cannot be completed in the year, etc. should 

also be specifically mentioned. 

2.3.4    Sector-specific and Enterprise–specific Parameters   

Task Force will identify/evolve suitable sector- specific and enterprise-specific 

parameters and may alter weights in consultation with the CPSE /Administrative 

Ministry where fine-tuning is felt necessary and may also club the parameters 

together under Non-financial parameters, without any distinction between them. 

 

2.3.5      Physical Targets  

    In addition to the financial performance of the CPSEs, quantifiable physical targets are 

very significant because they reflect productivity and efficiency of a CPSE. The Task Force will 

ensure that adequate weightage is assigned to physical targets in MoU of CPSE. 

 

2.3.7      Corporate Social Responsibility 

     “Corporate Social Responsibility” is a compulsory element under the „Non-

financial parameters” with a mandatory weightage of 5%. Department of Public 

Enterprises has already issued Guidelines on Corporate Social Responsibility for 

CPSEs vide O.M. No.15(3)/2007-DPE(GM) dated 9.4.2010 and available in DPE 

website http://dpe.nic.in./newgl/glch1223pdf.  

 The Task Force in discussion with the CPSEs during the negotiation meetings will 

finalize projects/activities from the list in the Guidelines issued by DPE.  

   

2.3.8     Research & Development 

 “Research & Development”(R&D)  is a compulsory element under the „Non-financial 

parameters” with a mandatory weightage of 5%.  

http://dpe.nic.in./newgl/glch1223pdf
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 The Task Force in discussion with the CPSEs during the negotiation meetings will 

finalize projects/activities from the list in the Guidelines issued by DPE. 

2.3.9     Sustainable Development: 

“Sustainable Development” (SD) is included as a compulsory element under the „Non-

financial parameters” with a mandatory weightage of 5%. 

Department of Public Enterprises has issued Guidelines on Sustainable Development for 

CPSEs vide O.M. No. 3(9)/2010-DPE (MoU) dated 23
rd

 September 2011 and is 

available on website http://dpemou.nic.in/MOUFiles/Sustainable_Dev.pdf.   

The Task Force in discussion with the CPSEs during the negotiation meetings will 

finalize projects/activities from the list in the Guidelines issued by DPE.   

 

2.3.10    Compliance of Corporate Governance 

Department of Public Enterprises has issued guidelines on Corporate Governance vide 

O.M. No.18(8)/2005-GM Dated 14
th

 May 2010.  Listed CPSEs will follow both SEBI  

guidelines and DPE guidelines while non-listed CPSEs would mandatorily follow 

DPE Guidelines. 

 

In the MoU for 2013-14, “Compliance of Corporate Governance” will not be a 

parameter under the „Non-financial parameters”. However, for non-compliance, 

negative marking will be imposed. 

2.3.11   Human Resource Management 

“Human Resource Management” remains an element under the „Non-financial 

parameters”. Department of Public Enterprises has issued Guidelines on “Human 

Resource Management” for CPSEs vide O.M. No. 3(9)/2010-DPE (MoU) dated 29
th

 

September 2011 and is available on website http://dpemou.nic.in/MOUFiles/HRM 

Guidelines.pdf  . 

The present Template for HRM is perceived to be very lengthy. Therefore, the Task 

Force in consultation with CPSEs during the negotiation meetings will decide the HR  

 

 

http://dpemou.nic.in/MOUFiles/Sustainable_Dev.pdf
http://dpemou.nic.in/MOUFiles/HRM%20Guidelines.pdf
http://dpemou.nic.in/MOUFiles/HRM%20Guidelines.pdf
http://dpemou.nic.in/MOUFiles/HRM%20Guidelines.pdf
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Parameters which are relevant and significant for better performance and efficiency of 

the CPSEs. 

2.3.12 Compliance of DPE Guidelines  

  Compliance of DPE Guidelines, introduced in MoU of 2012-13 with mandatory 

weight of 5, will not be mandatory parameters in MoU 2013-14. Since CPSEs are 

required to comply with the instructions and guidelines of statutory and regulatory 

bodies, instead of taking them as parameters, negative marking in MoU is being 

introduced for non-compliance. Task Force will have the liberty to impose penalty of 

negative marks upto 5 depending on the degree and seriousness of non-compliance. 

   3.   ENCLOSURES WITH DRAFT MoU 

For MoU Exercise 2012-13, there were 12 Syndicate Groups in total. The same will 

continue for MoU Exercise 2013-14. 

 

3.1  Key financial indicators of CPSEs relating to last five years along with MoU targets for 

2013-14 should be submitted in format enclosed. (Annexure VIII)  

 

3.1.1  MoU Assessment Format for different sectors  

The CPSEs falling broadly in the “Manufacturing”, “Mining & Metals”, „Trading & 

Marketing” , “Contracts & Consultancy” ‟and “Financial” sectors  may adopt the MoU 

assessment format  in line with the practice followed in previous years and with the 

approval of the Task Force during negotiation meetings. (Annexure- II -IV.) . „Sick and 

Loss making CPSEs‟ and „CPSEs registered under Section 25 of the Companies Act‟ will 

adopt the formats (Annexure-V & VI) .  

  

3.1.2   The  Summary Records of Discussion (SRD)  minutes of the MoU negotiation meetings  

(2012-13) along with the Action Taken Report (ATR) on the minutes of MoU negotiation 

meetings (2012-13) issued by DPE should be annexed with the draft  MoU 2013-14. 

 

3.1.3  CPSE, while submitting draft MoU should submit three copies each of Corporate Plan, 

Annual Report for 2011-12, and Reviewed Financial results for the period up to 

September 2012 to DPE and separately to Task Force Members(2013-14) of the 

concerned Syndicates. Similarly, performance up to Quarter ending December 2012 
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should be made available before/during the negotiation meetings. 

 

3.1.4 In December 2012, after the receipt of the draft MoUs from the CPSEs, the Task Force 

could hold internal meetings to discuss among themselves and list out the observations, 

queries, doubts,etc. and seek requisite information and details from the respective CPSE 

through DPE.Before the negotiation meeting, the CPSE should send their response to the 

DPE. 

 

 4. MoU SIGNING PROCESS AND TIMELINES 

  

4.1.1 The revised MoUs based on the minutes of the MoU negotiation meetings should   be 

sent by all CPSEs (Holding as well as Subsidiary Companies) through administrative 

Ministries/Departments for authentication by DPE before signing of the MoUs..  

 

4.1.2 To ensure that MoU system is conducted effectively in the DPE, the Administrative 

Ministry/Department & CPSEs (Holding as well as Subsidiary Companies) shall follow 

the below mentioned timelines:   

  

4.1.3Timely submission of MoU for the year 2013-14 : An advance copy  of the draft MoU for 

2013-14, including enclosed Annexures and a copy of the Corporate Plan, Annual Plan of 

the CPSE and its Subsidiary companies,  may be sent directly  to DPE,  Planning 

Commission  and Ministry of Statistics and Programme Implementation  and Task Force 

Members(2013-14) in hard and soft copies by 30
th

 November 2012. The main copy, with 

the approval of the Board of Directors, can be sent to DPE through the Administrative 

Ministry/Department by 15
th

 December 2012.  

 

(i) Timely signing of MoU for the year 2013-14:  Submission of copy of MoU 

signed between CPSE and Administrative Ministry/ Department and   between 

Subsidiary Company and Apex /Holding CPSE, within the target date of 25
th

 

March 2013.  
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(ii) Timely submission of Performance Evaluation Report for the year 2012-13 

on the basis of Audited data (Audited Accounts), Balance Sheet, Profit and 

Loss Account of the CPSE in revised Schedule VI as well as pre-revised 

Schedule VI and documentary evidence in support of achievement of non-

financial parameters for the year 2012-13 to DPE and Task Force Members( 

for the year 2012-13) separately, after approval of the Board of CPSE and 

through their Administrative Ministry/Department within the target date of 

31
st
 August 2013.  

(iii) Non submission of Performance Evaluation Report: Those CPSEs who do 

not submit Performance Evaluation Report with annual audited data by the 

prescribed date will not be evaluated by DPE and CPSEs will be rated ‘Poor’ 

in MoU and will not be eligible for MoU Excellence Awards / Certificates.  

 

5.   MoU EVALUATION 

Evaluation of MoU of the CPSE is done at the end of the year on the basis of actual 

achievements vis-à-vis the MoU targets. CPSEs (Holding as well as Subsidiaries) are 

required to submit performance evaluation reports on the basis of audited data to 

Department of Public Enterprises and the Task Force members of the Syndicate Group, 

after approval of the Board of CPSE and through the administrative 

Ministries/Departments within the target date of 31
st
 August.   

 

After completing the evaluation of the performance of the MoU signing CPSEs with the 

assistance and expertise the Task Force, DPE submits the results of MoU Composite 

score and rating of CPSEs to the High Power Committee on MoU headed by the Cabinet 

Secretary for its approval.  Once the High Power Committee gives its seal of approval to 

the evaluation done by the Task Force, the composite score and the ratings of the CPSEs 

become final. 

5.1    RAW SCORE 

 Raw Score reflects the „actual performance‟ in relation to the 5- point scale of MoU 

targets.If actual performance is equal to or more than the “Excellent” target (1), raw score 

would be 1.00.  If actual performance is equal to or less than the “Poor” target (5), raw 
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score would be 5.00.  If actual performance falls in between “Excellent” (1) and “Very 

Good” (2), in that case raw score would be 1 + (Excellent-Actual)  (Excellent-Very 

Good) and so on.    

 

5.1.2    COMPOSITE SCORE AND RATING  

 Composite score is an index of the performance of the CPSE which is calculated as the 

aggregate of all the weighted score of “the actual achievements” vis-à-vis “the targets” 

set on a 5-point scale.  

The system of grading of CPSEs on the basis of MoU Composite Score is as follows: 

MoU Composite Score  Rating  

1.00 – 1.50    Excellent 

1.51 – 2.50    Very Good 

2.51 – 3.50    Good 

3.51 – 4.50    Fair 

4.51 – 5.00    Poor 

5.1.3    The concerned Syndicate Group of the Task Force on MoU would finalize the MoU 

Composite Score and Ratings of CPSEs by end -November. 

 

 

 

6.    MoU EXCELLENCE AWARDS 

6.1.    The total number of MoU Excellence Awards are 12 (1 from each of the 10 Syndicate 

groups, 1 from the listed CPSEs, 1 from amongst the turnaround sick and loss making 

CPSEs). All other „Excellent‟ performing CPSEs get MoU Excellence certificates. 

6.2    DPE vide O.M. No. 3(13)/2006-DPE(MoU) date 20
th

 August 2007 issued the procedure  

for evaluation of MoU performance and principles for selection of  10 Excellent Awardees 

from each  Syndicate, and Vide O.M.No. 3(29)/2007-DPE(MoU) date 7
th

 January 2008 

issued the methodology to be adopted for the selection of “ best listed” and  “best 

turnaround sick and loss making CPSE” for Excellence Awards. 

************** 
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ANNEXURE-I 

Definitions of Financial Parameters 

 

 Gross Margin: - represents excess of income over expenditure before providing for 

depreciation, interest on loans, taxes (including deferred taxes), extra ordinary items, 

prior period adjustments and appropriations to reserves. 

 

 Gross Profit: - means excess of income over expenditure before providing for interest, 

taxes( including deferred taxes), extra ordinary items, prior period adjustments and 

appropriations to reserves. 

 

 Net Profit: - means excess of operating income over expenditure after providing for 

depreciation, interest, taxes (including deferred taxes), extra ordinary items, prior period 

adjustments but before providing for appropriations to reserves. 

 

 Profit before taxes including deferred taxes and EP (PBTEP) means excess of income 

over expenditure before providing for taxes (including deferred taxes), extra ordinary 

items, prior period adjustments and appropriations to reserves. 

 

 Profit before EP (PBEP) means excess of income over expenditure after providing for 

depreciation, interest, taxes but before providing extra ordinary items, prior period 

adjustments and appropriations to reserves. 

 

 Net Worth: - means paid up capital, share application money pending allotment and 

reserves less accumulated losses and deferred revenue expenditure to the extent not 

written off.  

 

 Gross Block: - represents original cost of procuring and erecting fixed assets   as 

appearing in the annual accounts of the CPSEs at the end of the accounting  year and 

takes into account additions thereto and deductions there from by way  of sales and 

transfers 
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 Capital Employed: - means Gross Block of fixed assets less accumulated depreciation 

plus working capital. 

 

 Working Capital - means all current assets, loans and advances less current liabilities 

and provisions excluding cash credits and bank overdrafts.  

 

 Gross Sales: - represents the total turnover and includes elements of excise duty, 

commission and discounts, etc.  

 

 Turnover/Operating Income - means the aggregate amount for which sales are affected 

by the company including excise duty and receipts from operations / services rendered.  

 

 Added Value: - Added value is the residual after meeting the due returns to   labour, 

capital and materials that reflects the overall efficiency of the CPSEs.    Added value may 

be computed as gross margin less returns to capital, which in turn may be computed as 

capital recovery factor @4 % the capital employed for   social sector CPSEs and @10% 

for all other CPSEs.   

 

 Net Loss means excess of expenditure (including depreciation, interest, taxes, extra 

ordinary items, prior period adjustments but before providing appropriations to reserves) 

over operating income.  

 

 Return on Equity- It has been computed by deducting dividend on preference shares 

from Net Profit and divided by Net Worth as adjusted by the amount of preference share 

capital. 

 

 Earning Per Share: It is computed by dividing Net profit with paid-up capital and 

multiplying it by face value of each share i.e. Rs.10/-. For the purpose of uniformity and 

comparability face value of equity shares of each CPSEs has been assumed at Rs.10/- per 

share.  
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Annexure- II 

 

MoU Assessment Format for Industrial CPSEs-Manufacturing and Mining CPSEs 

Evaluation Criteria   MoU Target Documentary 

evidence and 

source / 

origin of 

documents 

1. Static/Financial 

Parameters 

Unit 

 

Weight 

(in %) 

Excellent 

(1) 

V. Good 

(2) 

Good 

(3) 

Fair 

(4) 

Poor 

(5) 

 

a) Financial indicators- 

profit related ratios 

 i) Gross margin/gross block 

 ii) Net profit/net worth 

 iii) Gross profit/capital 

employed 

 

 

 

 

% 

% 

% 

 

 

 

2 

10 

10 

 

      

b) Financial indicators-size 

related 

 i) Gross margin  

 ii) Gross sales 

 

 

 

Rs. Cr. 

Rs. Cr. 

 

 

8 

4 

      

 

c) Financial returns-

productivity related 

 i) PBDIT/total employment 

 ii) Added value/sales 

 

 

 

% 

% 

 

 

 

7 

9 

 

      

Sub-total 1 (a + b + c)  50       

2. Dynamic Parameters *         

d) Quality (ISO certification, 

internalization of quality 

within SBU/products) 
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e) Customer Satisfaction 

(Customer orientation) 

 

  

 

      

 

f) Human Resource 

Management-HRM 

  

 

      

 

g) R&D 

 

  

 

      

h) Adoption of innovative 

practices 

        

 

i) Project implementation 

(modernization and expansion) 

 

  

 

      

 

j) Capital 

Expenditure/Greenfield 

investments/Joint Ventures 

 

  

 

      

 

k) Extent of globalization 

(internationalization, joint 

ventures, exports, strategic, 

market presence in emerging 

economies, 

internationalization along 

value chain) 
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l) Corporate Social 

Responsibility (CSR) 

 

        

m) Sustainable Development 

 

        

 

Sub-total (d + e + f + g + h + I 

+ j +k + l + m+ n) 

 

        

 

3. Sector-specific Parameters 

 

  

 

      

 

4. Enterprise-specific 

Parameters  

 

  

 

      

 

Total (1+2+3 + 4) 

 

 100       

 

*Means of verification (documentary evidence and source/origin of documents) in respect of non- 

financial targets should be specified by CPSE  
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Annexure- III 

 

MoU Assessment Format for ‘Trading and Consulting sector’ 

Evaluation Criteria   MoU Target Documentary 

evidence and 

source / origin 

of documents 

1. Static/Financial 

Parameter  

Unit 

 

Weight 

(in %) 

Excellent  

(1) 

V.Good 

(2) 

Good 

(3) 

Fair 

(4) 

Poor 

(5) 

a) Financial indicators- 

profit related ratios 

 i) Gross margin / Gross 

sales 

 ii) Operating turnover/ 

Employee 

 

 

 

% 

 

% 

 

 

10 

 

12 

 

      

b) Financial indicators-size 

related  

 i) Gross margin 

 ii) Gross sales 

 

 

 

Rs. Cr. 

Rs. Cr. 

 

 

8 

4 

      

c) Financial returns- 

productivity related 

 i) PBDIT/total 

employment 

 ii) Added value/sales 

 

 

 

 

% 

% 

 

 

 

 

7 

9 

      

 

Sub-total 1 (a + b + c) 

 

 

 

 

50 

      

 

2. Dynamic Parameters * 
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d) Quality (ISO 

certification, internalization 

of quality within 

SBU/products) 

 

 

 

 

 

 

 

e) Customer Satisfaction 

(Customer orientation) 

 

  

 

      

 

f) ) Human Resource 

Management-HRM 

 

 

 

 

 

 

 

      

 

g) R&D 

 

  

 

      

 

h) Project implementation 

(modernization and 

expansion) 

 

 

 

 

 

 

      

i) Capital 

Expenditure/Greenfield 

investments/Joint Ventures 

  

 

      

j) Extent of globalization 

(internationalization, joint 

ventures, exports, strategic, 

market presence in 

emerging economies, 

internationalization along 

value chain) 

  

 

 

      

k) Corporate Social         
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Responsibility (CSR) 

l) Sustainable Development 

 

        

n) Adoption of Innovative 

Practices 

Sub-total (d + e + f + g + h 

+ i + j + k + l + m) 

 

  

 

      

 

3. Sector-specific 

Parameters 

 

  

 

      

 

4. Enterprise-specific 

Parameters  

 

  

 

      

Total (1+2+3+4)  100       

 

* Means of verification (documentary evidence and source/origin of documents) in respect 

of non- financial targets should be specified by CPSE 
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Annexure- IV  

MoU Assessment Format for ‘Financial sector’ 

Evaluation Criteria   MoU Target Documentary 

evidence and 

source /origin 

of documents 

1. Static / Financial 

Parameters  

Unit Weight 

(in %) 

 

Excellent  

(1) 

V. Good 

(2) 

Good 

(3) 

Fair 

(4) 

Poor 

(5) 

a) Financial indicators-profit 

related 

 i) Disbursements 

 ii) Resource Mobilization 

 iii) Loan Sanctions 

 iv) Projects commissioned in  

value terms 

 v) Financial returns 

(difference in cost of 

borrowing and disbursements) 

 

 22 

 

 

 

 

      

b) Financial indicator-size 

related 

  i) Gross margin   

 ii) Gross sales (Rs. Crore) 

 

 

Rs. Cr. 

Rs. Cr. 

 

 

8 

4 

      

c) Financial returns- 

productivity related 

 i) PBDIT/total employment 

 ii) Added value/sales 

 

  

 

7 

9 

      

Sub-total 1 (a + b + c)  

 

50       
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2. Dynamic Paramters*          

d) Quality (ISO certification, 

internalization of quality 

within SBU/products) 

 

 

 

 

       

e) Customer Satisfaction 

(Customer orientation) 

 

        

f) ) Human Resource 

Management-HRM 

 

 

 

       

g) R&D 

 

        

h) Project implementation 

(modernization and 

expansion) 

        

i) Capital Expenditure/ 

Greenfield investments/Joint 

Ventures 

 

        

j) Extent of globalization 

(internationalization, joint 

ventures, exports, strategic, 

market presence in emerging 

economies, 

internationalization along 

value chain) 

        

k) Corporate Social 

Responsibility (CSR) 

        

l) Sustainable Development 
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* Means of verification (documentary evidence and source/origin of documents) in respect 

of non- financial targets should be specified by CPSE 

n) Adoption of Innovative 

Practices 

        

Sub-total  

(d+e+f+g+h+ i+j+k+l+m) 

        

3. Sector-specific 

Parameters 

        

4. Enterprise -specific 

Parameters 

        

Total (1+2+3+4)  100       



 

 

28 

 

 

Annexure-V 

MoU Assessment Format for ‘CPSEs registered under Sec. 25 of the Companies Act, 1956’ 

Evaluation Criteria   MoU Target Documentary 

evidence and 

source/origin 

of documents 

1. Static / Financial Parameters 

(40%)  

Unit Weight 

(in %) 

Excellent 

(1) 

V. 

Good 

(2) 

Good 

(3) 

Fair 

(4) 

Poor 

(5) 

1.1      Gross margin 

1.2      Disbursements 

1.3 % of total resources 

mobilized from source 

other than  grant in aid of 

Government 

1.4 Financial return 

(difference of average cost 

of borrowings and 

disbursement 

1.5 Gross Margin / Total 

employment of  the CPSE 

at the yearend as per 

Audited Accounts 

1.6 Recoveries as a % of 

amount due 

1.7 Recoveries  as a % of 

amount overdue for 

varying years 

Rs. Cr. 

Rs. Cr. 

%age 

 

 

%age 

 

       

Ratio 

 

 

%age 

 

%age 

 

10 

12 

02 

 

 

05 

 

         

02 

 

 

04 

 

05 

    s  

Sub-total 1 
(1.1+1.2+1.3+1.4+1.5+1.6+1.7) 

 

 

40       

2. Non-financial Parameters* 

(60%) 

        

2.1     No. of Beneficiaries 

assisted  during the year 

2.2    % age of beneficiaries 

inspected during the year 

No. 

 

%age 

10 

 

10 
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2.3    % age of beneficiaries 

found during inspection to 

have possessed the assets 

created 

 

2.4     %age of assisted 

beneficiaries found during 

inspection to have crossed 

poverty line  

 

 

%age 

 

        

 

%age 

 

 

08 

 

           

 

10 

 

3       %age Reduction in Non- 

performing assets –year 

wise break up  

%age 05 

 

      

4          No of beneficiaries got 

assisted under other 

Government schemes  

No. 05       

5        No of target group provided 

Entrepreneurship 

Development / skill 

development programme 

that help them to secure 

employment 

No. 04       

6          Strategic plan prepared Timeline 02       

7         Partnership with 

Government departments 

to leverage existing 

schemes 

No. 02       

8        Partnership with EDP  

institutes to train 

beneficiaries 

No. 02       

9        Net working with  various 

institutions to achieve their 

mission/Adoption of 

Innovative Practices 

Timeline 02       

Sub-total-2. 

(2+3+4+5+6+7+8+9) 
 60 

 

      

Total (1+2)  100 

 

      

 

* Means of verification (documentary evidence and source/origin of documents) in respect of 

non- financial targets should be specified by CPSE. 
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Annexure-VI 

MoU Assessment Format  for  ‘Sick and Loss making CPSEs’ 

Evaluation Criteria   MoU Target Documentary 

evidence and 

source/origin 

of documents 

1. Static / Financial 

Parameters (40%)  

Unit Weight 

(in %) 

Excellent 

(1) 

V. 

Good 

(2) 

Good 

(3) 

Fair 

(4) 

Poor 

(5) 

1.1    Gross Sales 

  

  

1.2    Gross Margin  

 

  

1.3   Gross Profit 

  

 

1.4    Net Profit  

  

  

1.5 Cash Generation from 

Operations 

 

1.6 Working Capital / Turnover

   

Rs. Cr. 

 

 

Rs. Cr. 

 

 

Rs. Cr. 

 

 

Rs. Cr. 

 

 

Rs. Cr. 

 

 

Ratio 

10 

 

 

10 

 

 

05 

 

 

05 

 

 

05 

 

 

05 

 

      

Sub-total 1 

(1.1+1.2+1.3+1.4+1.5+1.6) 
 

 

40       

2. Dynamic Parameters* 

(25%) 

        

2.1 Physical Targets   

2.2  Order Booking  

2.3   Quality     

2.4   Customer Satisfaction 

2.5  Project Implementation 

2.6 Corporate Social 

Responsibility  (CSR) 

2.7  Sustainable Development 

2.8  Research & Development 
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Sub-total-2. 

(2.1+2.2+2.3+2.4+2.5+2.6+2.7+ 

2.8 ) 

  

25 

      

3. Sector / Enterprise Specific 

Parameters (35%) 

 

 

       

3.1  Preparation / 

Implementation (as the case 

may be) of the 

Business/Revival plan 

3.2  Technology Upgradation 

3.3   Generation of funds from 

non-performing assets 

3.4   ) Human Resource 

Management-HRM 

(manpower rationalization, 

productivity improvement, 

training, motivation and 

succession planning etc.) 

3.5   Reduction in receivables 

3.6   Inventory Control 

        

Sub-total-2. 

(3.1+3.2+3.3+3.4+3.5+3.6) 
  

35 

      

Total (1+2+3)  100       

 

* Means of verification (documentary evidence and source/origin of documents) in respect of 

non- financial targets should be specified by CPSE. 
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Annexure- VII 

MoU Assessment Format for ‘CPSEs Under Construction’ 

Evaluation Criteria   MoU Target Documentary 

evidence and 

source/origin 

of documents 

1. Project  Related 

Parameters 

Unit Weight 

(in %) 

Excellent  

(1) 

V. 

Good 

(2) 

Good 

(3) 

Fair 

(4) 

Poor 

(5) 

1.1 Physical Achievement  

      (Time overrun) 

1.2 Project Cost (Cost 

overrun)  

 25 

 

25 

      

Sub-Total (a +b)  50       

2. Dynamic Parameters *         

2.1 Corporate Plan/Vision  

2.2   Project  Implementation 

 

2.3  Corporate Social 

Responsibility (CSR) 

 

2.4  Sustainable Development 

 

2.5 ) Human Resource 

Management-HRM 

 

2.6  Research Development 

 

 

 

 

 

 

 

      

Sub-Total (2.1+2.2+2.3+ 

2.4+ 2.5+2.6) 

        

3. Sector Specific Variables   

 

       

4.Enterprise Specific 

Variables  

        

Total (1+2+3+4)  100       

* Means of verification (documentary evidence and source/origin of documents) in respect 

of non- financial targets should be specified by CPSE  
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Annexure-VIII 

(Rs. in Crore) 

TREND OF CPSE’s PERFORMANCE ON FINANCIAL PARAMETERS FOR THE 

LAST FIVE YEARS 

Particulars 2008-09 2009-10 2010-11 2011-12 

 

2012-13 201

3-14 

 MoU ACT

UAL 

MoU ACT

UAL 

MoU ACT

UAL 

MoU ACT

UAL 

MoU Projected for  

31.3.2013 

Proj

ecte

d 

Production            

Gross Sales            

Gross Margin             

Profit before tax            

Gross Block            

Less dep            

Net block            

share capital of 

CPSE 

           

Reserves & 

surplus of CPSE  

           

Less deferred 

revenue exp. / pre-

acquisition loss 

           

Less Profit & Loss 

A/c 

           

Net worth of 

CPSE 

           

Investment            

Sundry 

debtors/sales 

           

Inventory            

Total Current 

assets  

           

Total current 

liabilities & 

provision  
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Net current assets             

Capital employed ( 

Net block + net 

current assets) 

           

Total debt (loan 

funds) 

           

total assets            

No of employess  

of CPSE 

           

Dividend paid            

Add value ( gross 

margin less capital 

recovery factor 4% 

of capital 

employed for 

social sector and 

10% for other 

CPSE)  

           

Ratios            

Debt/equity            

Return on Net 

worth  ( % age) 

           

PBDIT/ Total 

employment of 

CPSE (Rs.) 

           

Gross 

Profit/Capital 

employed (% age) 

           

Net Profit / Net 

Worth (% age) 

           

Working  of gross 

margin 

           

Net profit            

Tax            

Net profit before 

tax 

           

add Prior period            

add extra ordinary 

items 

           

Profit before prior 

period 

           

add Interest            
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Gross profit            

add depreciation            

Misc. expenditure 

written off  

           

Gross Margin 

before Interest, 

depreciation & 

misc. expenditure 

written off 

           

 Additional for  

Fiinancial Sector 

           

 Financial 

Indicator-profit 

related 

           

i)   Disbursement            

ii)  Resource 

Mobilisation  

           

iii)  Loan sanctions            

iv)  Project 

Commissioned in 

value terms 

           

v) financial return 

( difference of cost 

of borrowing & 

disbursement 

           

Additional for 

'Trading &  

Consultancy 

Sector’ 

           

i) Gross margin/ 

gross sales 

           

ii) Operating 

turnover/ Total No 

of employee of 

CPSE 

           

 Gross margin - 

profit before 

interest, 

depreciation, tax 

including deferred 

tax, amortisation, 

prior period 

adjustment a/c & 

extra ordinary 
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items - Rs in 

Crores 

Net profit after tax 

but before extra 

ordinary items and 

prior period 

adjustment a/c 

           

Added Value   ( Rs 

in crores) 
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 ANNEXURE-IX 

 

Self declaration/certification by CPSE 

It is hereby certified that the targets and actual achievements in respect of   financial parameters 

have been worked out as per MoU Guidelines by adopting the norms and definitions   laid down 

in   MoU Guidelines for the year 2013-14.  In case, any deviation is found at the time of 

appraisal of performance, DPE is free to evaluate as per audited accounts as   per MoU 

Guidelines. CPSE has no right of claim in this regard. 

 

 

Authorised Signatory 
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Chapter I 

 
 
 

1.1  Preamble 

 

1.1.1  In the context of public sector enterprises Corporate Social 

Responsibility (CSR) should be viewed as a way of conducting business, which 

enables the creation and distribution of wealth for the betterment of its stakeholders, 

through the implementation and integration of ethical systems and sustainable 

management practices. 

 

1.1.2  CSR is the process by which managers of an organization think about 

and evolve their relationships with stakeholders for the common good, and 

demonstrate their commitment in this regard by adoption of appropriate business 

processes and strategies. 

 

1.1.3  CSR does not emanate directly from external demands but instead 

from organizationally embedded processes.  These processes prompt the 

organization to view its relationships with stakeholders in a different perspective, 

which in turn influences its engagement with them. 

 



1.2  Executive Summary 

 

1.2.1  There is infusion of policy content in a large measure in the revised 

guidelines.  The expectations of the key stakeholders, including the Government, 

expressed in general and specific terms in this Chapter, constitute the `Policy 

statement’ on CSR and Sustainability.  The earlier guidelines focussed mainly on 

CSR activities for external stakeholders i.e. how social causes and environmental 

concerns could be addressed through CSR projects funded by an earmarked budget 

for this purpose.  Whereas, in the revised guidelines, CSR and Sustainability agenda 

is perceived to be equally applicable to internal stakeholders (particularly, the 

employees of a company), and a company’s corporate social responsibility is 

expected to cover even its routine business operations and activities.  Accordingly, 

under the revised guidelines, CPSEs are expected to formulate their policies with a 

balanced emphasis on all aspects of CSR and Sustainability – equally with regard to 

their internal operations, activities and processes, as well as in their response to 

externalities.    

 

1.2.2  Corporate Social Responsibility and Sustainable Development were 

treated as two separate subjects and consequently, dealt with separately for the 

purpose of MoU evaluation in the earlier guidelines.  This reportedly posed practical 

difficulties for CPSEs in deciding in which category to report their sustainability 

initiatives, with both the departments in the organisation making competing claims for 

credit for such work.  Dealing with the two concepts separately does not make 

practical sense from the business standpoint because of their close linkage.  Hence, 

in line with the international practice, in the revised guidelines CSR and Sustainable 

Development have been clubbed together in one set of guidelines for CSR and 

Sustainability.  For the purpose of MoU evaluation, the performance of the CPSEs 

would be judged on the basis of the revised guidelines. 

 

1.2.3  In the revised guidelines, the thrust of CSR and Sustainability is clearly 

on capacity building, empowerment of communities, inclusive socio-economic 

growth, environment protection, promotion of green and energy efficient 

technologies, development of backward regions, and upliftment of the marginalised 



and under-privileged sections of the society.  Making it mandatory in the revised 

guidelines for CPSEs to take up at least one major project for development of a 

backward district has the potential of contributing significantly in the long run to 

socio-economic growth in all the backward regions of the country. 

 

1.2.4  The revised guidelines give a clear, unequivocal message that CPSEs 

are expected to act in a socially responsible manner at all times.  Even in their 

normal business activities, public sector companies should try to conduct business in 

a manner that is beneficial to both, business and society.  They are advised not to 

lose sight of their social responsibility and commitment to sustainable development 

even in their normal business activities.  Rather, they are prompted to use social 

responsibility and sustainability initiatives for business gains as well as social value 

creation through adoption of “shared value” approach, wherever possible in their 

routine business operations. 

 

1.2.5  The revised guidelines emphatically underscore the need for the top 

management of the public enterprises to be passionately involved in carrying forward 

the agenda of corporate social responsibility and sustainability.  Experience testifies 

that the delegation of the task of planning and implementation of activities under this 

policy to some officials in the company is not of much help.  If the philosophy of CSR 

and Sustainability is to be ingrained in the DNA of the organization, and be reflected 

in the organizational culture and involve all employees engaged in diverse business 

operations and activities, it is imperative that the top management leads from the 

front in bringing about the required attitudinal and processual transformation.  They 

have to demonstrate their belief in the change in order to bring about the desired 

change.  This message is conveyed very clearly in the revised guidelines.  The two-

tier structure, comprising of a Board level committee headed by either the Chairman 

and / or Managing Director, or an Independent Director, and a group of officials 

headed by a senior executive of not less than one rank below the Board level – 

which the CPSEs are mandated to create, is expected to have the authority and 

influence to be able to steer the CSR and Sustainability agenda of the company. 

. 

1.2.6  In the revised guidelines, the utility of a baseline survey in any need 

assessment study before taking up a CSR and Sustainability project is recognised, 



but keeping in view the vocal protests of several CPSEs against making it a 

mandatory provision, baseline survey is not insisted upon in every case.  The CPSEs 

have been granted the flexibility to opt for other methods, including use of their own 

in-house expertise and resources for need assessment studies.  The only 

requirement insisted upon in the revised guidelines is that the CPSEs should submit 

credible evidence of having made a fairly accurate assessment of the needs of the 

stakeholders likely to be benefitted from their CSR and Sustainability activity, which 

would also help in making a fair estimation of the social / environmental impact after 

the conclusion of the activity. 

  

1.2.7  As in the previous guidelines, there is provision in the revised 

guidelines that the unutilised budget for CSR activities planned for a year will not 

lapse and will, instead, be carried forward to the next year.  However, in order to 

ensure that the CPSEs take their corporate social responsibility seriously, some new 

provisions have been incorporated in the revised guidelines.  Henceforth, CPSEs will 

have to disclose the reasons for not fully utilising the budget allocated for CSR and 

Sustainability activities planned for each year.  Besides, the unspent amount of the 

budget allocated for CSR and Sustainability activities for a year will have to be spent 

within the next  two financial years, failing which, it would be transferred to a 

‘Sustainability Fund’  to be created separately for CSR and Sustainability activities. 

 

1.2.8  In the previous guidelines, regardless of their size and profitability each 

CPSE was required to submit details of 10 projects for evaluation under MoU – 5 

each for CSR and Sustainable Development, respectively.  In the revised guidelines, 

emphasis is placed on the scalability of the projects, in terms of their size and 

impact, rather than on their numbers.  Therefore, in the revised guidelines, CPSEs 

are required to submit details of only 2 projects for scrutiny for the purpose of annual 

MoU evaluation.  Only the Maharatna companies which have larger resources for 

CSR & Sustainability activities will have to submit details of one additional project for 

evaluation.  It is expected that with a reduced number of projects CPSEs will be able 

to spare sufficient resources for each project to ensure its viability, visibility and 

noticeable impact.  Besides, fewer projects would be easier to implement and 

monitor. 

 



1.2.9  In line with the same reasoning as mentioned in para above, regarding 

the scalability of projects, public sector enterprises are exhorted in the revised 

guidelines to join hands with other public sector companies for planning, 

implementing & monitoring mega projects for optimal use of resources and synergy 

of expertise and capabilities for maximum socio-economic or environmental impact.  

 

1.2.10  In a radical departure from the previous guidelines which prohibited 

employees from being the direct beneficiaries of the CSR policies and activities of 

their parent company, the revised guidelines allow the employees to avail the 

infrastructure facilities created by their company from its CSR and Sustainability 

budget, provided the facilities are originally created essentially for the external 

stakeholders, and the use of these facilities by the company’s employees (internal 

stakeholders) is only incidental and confined to less than 25% of the total number of 

beneficiaries.  This provision has been introduced to resolve the problem of several 

CPSEs who find themselves stuck in situations where the expenditure incurred on 

the construction and maintenance of their infrastructure facilities is not being treated 

as CSR endeavour, simply because a few of their employees also happen to be 

availing such facilities. 

 

1.2.11  Some changes have been made in the financial component of CSR 

and Sustainability agenda.  One, there is no separate allocation of budget for 

sustainable development, as was mandated earlier. Two, the slab of budgetary 

expenditure on CSR and  Sustainability activities for the CPSEs having PAT over 

Rs.500 crore in the previous year, would now be from 1% - 2%.  This is only a 

marginal change because, in any case, CPSEs are now advised to maximise their 

expenditure on CSR activities and move towards the higher end of their respective 

slabs of budget allocation for this purpose.  Third, in the earlier guidelines there was 

a provision of a minimum expenditure of Rs.3 crores on CSR activities for CPSEs 

having a net profit of Rs. 100 – 500 crores.  This created an anomalous situation vis-

à-vis the CPSEs placed in the higher slab, having a net profit of over Rs.500 crore, 

for which no minimum expenditure was specified in the earlier guidelines.  The 

requirement of a minimum expenditure of Rs.3 crore has been removed in the 

revised guidelines.  However, these CSR guidelines and especially the suggested 

slabs of budgetary allocation for CSR and Sustainability activities would stand 



modified as and when the new Company Law brings in provisions in this regard, 

which would need to be followed by all companies including the CPSEs. 

 

 



1.3  General 

 

1.3.1  Corporate Social Responsibility and Sustainability is a company’s 

commitment to its stakeholders to conduct business in an economically, 

socially and environmentally sustainable manner that is transparent and 

ethical.  Stakeholders include employees, investors, shareholders, customers, 

business partners, clients, civil society groups, Government and non-government 

organisations, local communities, environment and society at large. 

 

1.3.2  Corporate Social Responsibility and Sustainability is essentially a way 

of conducting business responsibly.  ‘Corporate responsibility’ is integral to corporate 

social responsibility.  Implicit in this premise that business should be conducted 

responsibly, are several expectations from corporate enterprises. 

 

1.3.3  Corporate enterprises are expected to conduct their business 

operations and activities in a socially responsible and sustainable manner at all 

times.  Even routine business activities not funded from the CSR and Sustainability 

budget, should aim at creating new business opportunities and developing new 

products and services that are affordable for the consumers, profitable for the 

companies, and help in contributing to socio-economic development and 

environment protection. 

 

1.3.4  Public Sector enterprises are required to have a CSR and 

Sustainability policy approved by their respective Boards of Directors.  The CSR and 

Sustainability activities undertaken by them under such a policy should also have the 

approval / ratification of their Boards.  Even if the Board of a company were to 

delegate the authority to approve the CSR and Sustainability activities to the Board 

level committee, as mentioned in para 1.3.9, ultimately the ratification of such 

activities by the Board of Directors would be required.  However, CPSEs should 

frame their CSR and Sustainability policies and plan their activities in this regard 

within the framework of DPE’s guidelines on this subject.  Within the ambit of these 

guidelines, it is the discretion of the Board of Directors of CPSEs to decide on the 

CSR and Sustainability activities to be undertaken.  



1.3.5  CPSEs should integrate and align their CSR and Sustainability policies 

and activities with their business goals, plans and strategies.   

 

1.3.6  CPSEs are expected to adhere to the global standards in this regard 

and keep in mind the UN Global Compact and the UN Millennium Development 

Goals.   

 

1.3.7  Mandatory compliance with legal requirements / rules / regulations / 

laws in letter and in spirit will be covered under CSR and Sustainability activity.  

However, expenditure on such activities would not be covered by CSR‘s financial 

component and would be considered as mainstream business spend. 

 

1.3.8  The philosophy and spirit of corporate social responsibility and 

sustainability should get embedded in the core values of all the CPSEs, be imbibed 

by the employees at all levels and it should permeate into all the activities, 

processes, operations and transactions of the enterprise.  For this, the personal 

involvement, drive, passion and zeal of the top management, including the CEO of 

the public enterprise is essential to spread the message of CSR and Sustainability 

within the organisation and to ensure the committed involvement of all employees in 

carrying forward the agenda of CSR and Sustainability.  

 

1.3.9  Each CPSE shall have a Board level committee headed by either the 

Chairman and / or Managing Director, or an Independent Director to oversee the 

implementation of the CSR and Sustainability policies of the Company and to assist 

the Board of Directors to formulate suitable policies and strategies to take the CSR 

and Sustainability agenda of the company forward in the desired direction.   

 

1.3.10  To facilitate co-ordination of CSR and Sustainability initiatives of 

different departments within the organisation, to report on their separate endeavours, 

to issue policy directives on the subject, and to devise an appropriate corporate 

communication strategy in this regard, it is expected that the public sector 

enterprises will appoint a fairly senior officer not less than one rank lower to the 

Board level to function as the nodal officer.  The designated nodal officer is expected 

to have a team of officials to assist him / her in co-ordination work, which will in no 



way detract from the importance of CSR and Sustainability work in which all the 

supervisory staff in all departments would be continuously engaged in.  The 

composition of the team of officials constituted to assist the nodal officer is to be 

decided by the Board of Directors, or the Board level committee.  The designated 

nodal officer will regularly submit reports regarding the progress in the 

implementation of CSR and Sustainability activities to the Board level committee. 

 

1.3.11  The Board level committee and the designated nodal officer’s team of 

officers together will constitute the two-tier organisational structure to steer the CSR 

& Sustainability agenda of the company. 

 

1.3.12  Public sector enterprises are expected to have knowledge about their 

important stakeholders, and be aware of their expectations of how business should 

be conducted.  They should devise mechanisms for regular dialogue and 

consultation with key stakeholders, especially to ascertain their views and priorities 

regarding the selection and implementation of CSR and Sustainability activities.  

Though, the ultimate discretion in the selection and implementation of CSR and 

Sustainability activities is that of the Board of Directors of a company who take the 

decision in the best interest of the organisation, keeping in view the organisational 

capability, resource capacity and core competence of the enterprise. 

 

1.3.13  CSR and Sustainability policies should address social, economic and 

environmental concerns and in the selection of activities the focus should be on the 

social, economic and environmental impact thereof, rather than mere output or 

outcomes.  Activities which are ad hoc and philanthropic in nature should be 

avoided.  In fact, impact assessment of CSR and Sustainability initiatives may get 

greater weightage in performance (MoU) evaluation after completion of the project / 

activities, than mere certification of having utilized the earmarked budget, or even 

rigid adherence to timelines.  CPSEs are encouraged to join hands and pool their 

resources and capabilities to create synergy for undertaking joint ventures for 

projects which have scalability and greater social impact that can trigger socio-

economic development through ripple effects. 

 



1.3.14  CPSEs should refrain from taking up activities which are clearly 

mandated to be performed by the Government and / or for which Central / State 

Government’s schemes have been sanctioned, as it could result in unnecessary 

duplication.   However, the CPSEs can supplement the efforts of the Government in 

crossing the `last mile’ for achieving the targets / goals, if it is accurately assessed 

that the resource gap and inadequate capacities are critical constraints in achieving 

the targets / goals of a particular government scheme / initiative / welfare project.  

Here also, duplication in allocation of funds must be strictly avoided. 

 

1.3.15  Ethical conduct of business lies at the core of responsible business.  

To promote organisational integrity it is essential that premium is placed on individual 

probity of employees; transparency in all activities, dealings and transactions is 

encouraged; unethical, corrupt and anti-competition practices are discouraged; 

temptation of quick returns and marginal gains in business through questionable 

means is resisted; and, positions and situations that give rise to possible conflict of 

interest are avoided.  The corporate enterprises are expected to subject their 

performance to scrutiny and audit by external agencies.  As a part of their corporate 

social responsibility they should resort to public disclosure of all information for the 

benefit of all stakeholders.  The companies should disclose their CSR and 

Sustainability initiatives on their official websites.  A brief summary of CSR & 

Sustainability activities should also be included in their Annual Report.   

 

1.3.16  Public sector enterprises, especially those having global operations 

and dealings are encouraged to adopt global standards as these are increasingly 

becoming a requirement for testifying credentials of companies having global 

presence, and standardised reporting and systematised documentation makes 

comparison of performance easier.  Such companies are also advised to practice 

CSR and Sustainability policies as applicable to the conditions prevailing in the host 

countries where they carry out their business operations. 

 

1.3.17  In their concern for social and environment sustainability, corporate 

enterprises professing to behave responsibly, are expected to produce goods and 

services that are safe and healthy for the consumers and the environment, with 

reduced cost to the company in the long run.  They are expected to effectively use 



the services of their R&D departments in leveraging technology for production of 

goods and services which are resource efficient, consumer friendly and 

environmentally sustainable throughout their life cycles.  Educating the consumers 

and spreading awareness about the handling, usage and advantages of the eco-

friendly products and influencing consumer preference for such products is what is 

expected of responsible business. 

 

1.3.18  In brief, it is generally expected that socially responsible public sector 

enterprises would take initiatives to: 

i) promote organisational integrity and ethical business practices through 

transparency in disclosure and reporting procedures,  

ii) leverage green technologies, processes and standards to produce goods and 

services that contribute to social and environment sustainability, 

iii) contribute to inclusive growth and equitable development in society through 

capacity building measures, empowerment of the marginalised and 

underprivileged sections / communities. 

iv) promote welfare of employees and labour (casual or contractual), by 

addressing their concerns of safety, security, professional enrichment and 

healthy working conditions, whether mandated or otherwise.  However, 

expenditure on mandated activities cannot qualify for CSR’s financial 

components. 

 

Central Public Sector Enterprises should formulate policies which meet 

the expectations of the stakeholders, within their organisational resource capability. 

 

1.3.19  More specific guidelines are mentioned in other parts of this Chapter. 

 

 

 

 



1.4  Planning 

 

1.4.1  As a first step, all CPSEs must adopt a Corporate Social Responsibility 

and Sustainability policy and CSR communication strategy specific to their company 

with the approval of the Board of Directors.  The philosophy and spirit of corporate 

social responsibility and sustainability must be firmly ingrained in the policy of the 

company.  The policy must be consistent with the guidelines on corporate social 

responsibility and sustainability enunciated by the Department of Public Enterprises, 

and the policy directions on the subject issued by the Government from time-to-time.  

The generic principles contained in the UN Global Compact and other international 

instruments / charters accepted universally, and the recent trends and acclaimed 

best practices in the field also serve as useful guide to a company in formulating its 

policy in this regard.  The policy document should not read as a mere statement of 

good intentions, but serve as a roadmap for formulation of actionable plans.  Since 

the policy is company specific, it should factor in the organisational capabilities and 

resource capacity of the company for the achievement of goals / targets that it sets 

for itself.  The policy formulated by the CPSE should serve as the referral document 

for planning and selection of its CSR and Sustainability activities, though, whenever 

in doubt, cross reference to DPE’s guidelines on the subject is advised to avoid any 

inconsistency with the latter.  Whenever any amendments are made in DPE 

guidelines on the subject, the same should be duly incorporated in the company’s 

policy document on the subject.  Communication is critical to keep all the 

stakeholders well informed, especially the employees so as to ensure that not only 

all the business processes are in tune with the globally accepted  ethical systems 

and sustainable management practices, but also their engagement with external 

stakeholders is based on these values. 

 

1.4.2  As a thumb rule, CPSEs should integrate their CSR and Sustainability 

plans and strategy with their business plans and strategies.  For easy 

implementation, long-term CSR and Sustainability plans should be broken down into 

medium-term and short-term plans.  Each plan must specify the CSR and 

Sustainability activities planned to be undertaken for each year, define the 

responsibilities of the designated authorities to be engaged in this task, and also 



prescribe the measurable and the expected outcome and social / environmental 

impact of such activities. 

 

1.4.3  CPSEs are encouraged to take up long gestation, high impact projects 

from the budget allocated for CSR and Sustainability activities.  The period of 

implementation of these long term projects can extend over several years depending 

upon the expected outcomes / impact thereof.  While planning for such long term 

projects CPSEs are advised to calculate the estimated total cost of each project and 

commit that amount for long term expenditure till the completion of the project.  

However, each long term project would be required to be broken up into annual 

targets and activities to be implemented sequentially on a yearly basis, and the 

budget would have to be allocated for the implementation of these activities and 

achievement of targets set for each successive year, till the final completion of the 

project.  The performance of the CPSEs would be adjudged on the basis of their 

achievement of annual targets and the utilization of their annual budgets for the 

activities planned and the targets set for each year.   

 

1.4.4  From amongst the beneficiaries of CSR and Sustainability spend 

(Financial component) of a company, the stakeholders directly impacted by its 

operations and activities can rightfully stake a claim for attention before others.  Such 

stakeholders are generally located in the periphery of commercial operations of a 

company.  The corporate social responsibility of a company towards these 

stakeholders extends beyond its legal obligation to compensate for, and ameliorate 

the impact of its commercial activities.  For this reason, CPSEs must accord priority 

to these stakeholders and undertake CSR and Sustainability projects in the 

periphery of its commercial operations on priority. 

. 

1.4.5  Locating the CSR and Sustainability projects near its commercial / 

production units provides an opportunity to the companies to connect with the 

people, environment and other stakeholders closely impacted by its commercial 

operations.  Besides, it makes it easier for the company to mobilize resources 

required for the execution of CSR and Sustainability projects.  Moreover, it offers the 

advantage of exercising regular oversight from close quarters over the progress in 

the implementation of planned activities. 



 

1.4.6           However, the companies may locate their CSR and Sustainability 

projects in any backward area (BRGF) of the country.   Also, some companies by the 

very nature of their business have no specific geographical area of commercial 

operations, like companies in the financial and consultancy services.  Such 

companies can take up CSR and Sustainability projects at any location of their 

choice within the country, including the backward regions. 

 

1.4.7  A decision first on the location / site of a CSR and Sustainability project 

may sometimes restrict the choice of a company in the range and type of activities 

that it may be desirous of undertaking in that area.  Therefore, rather than have a 

preference for location influence the choice of CSR and Sustainability activity, it may 

be advisable at times to let the choice of activity, which a company is desirous of 

undertaking, based on its resource capability, determine the most suitable location of 

the CSR and Sustainability activity / project.  But, it is reiterated that while exercising 

preference for a particular location, the public sector companies will not ignore the 

interest of the stakeholders who are directly impacted by their commercial activities. 

 

1.4.8  In the selection or choice of CSR and Sustainability projects, 

companies should avoid taking up ad hoc, one time, philanthropic activity, which 

does not contribute in any way to social value creation, environment protection or 

sustainable development.  Mere contributions to philanthropic, charitable or other 

organisations would not be considered a valid CSR activity.  The only exception 

being contributions made for natural calamities / disasters and for meeting the 

emergency needs of employees of sick and loss making CPSEs in distress, not 

provided for under existing pay revision / wage settlement arrangements as 

explained in para 1.5.5.   

 

1.4.9  Although CPSEs may select their CSR and Sustainability projects from 

a vast range of available options, priority should be accorded to activities pertaining 

to: i) inclusive growth of society, with special attention to the development of weaker 

sections of society and the backward districts of the country, and ii) environment 

sustainability. Hence, it will be mandatory for all CPSEs to select one project in each 

of the two categories of CSR and Sustainability activities mentioned above. 



 

1.4.10  In the first category of activities mentioned in the para above, CSR and 

Sustainability initiatives should focus on capacity building, skill development and 

infrastructural development for the benefit of the marginalised and under privileged 

sections of the local communities and also in the backward regions so that avenues 

are created for their employment and income generation, and they also experience 

empowerment and inclusion in the economic mainstream.  The backward districts 

referred to here are those which have been identified by the Planning Commission, 

Government of India for its Backward Region Grant Fund (BRGF) Scheme.  Each 

CPSE will have to select one such backward district for initiating CSR and 

Sustainability projects with a-prior assessment of the expected level of beneficial 

impact on the largest number of stakeholders from the budget and other resources at 

its disposal for such a project. Weaker sections would include SC, ST, OBC, 

minorities, women and children, BPL families, old and aged, physically challenged, 

etc.  

 

1.4.11  In the second category of activities mentioned in para 1.4.9 above, 

CPSEs will have to plan for environmental sustainability and take up projects for 

water, waste or energy management, promotion of renewable sources of energy, 

biodiversity conservation, etc.  Projects for reduction, re-use and recycle of waste 

materials, rain-water harvesting and replenishing the ground water supply, 

protection, conservation and restoration of eco-system, reduction of carbon 

emissions through energy efficient and renewable energy technologies, greening the 

supply chain, and innovation in products and services which have a clear and 

tangible impact on environmental sustainability fall under this category of activities. 

 

1.4.12  Besides the mandatory projects specified in para 1.4.9 above, CPSEs 

have to take up other projects / activities also to fully utilize their annual budget for 

CSR and Sustainability.  Documentary and other record of the progress made or 

success achieved in implementing these projects / activities should also be 

meticulously maintained for the purpose of audit, and for Sustainability  reporting and 

disclosure to all stakeholders. 

 



1.4.13  Stakeholder engagement is a continuous process, but is of crucial 

importance at the stage of planning and selection of CSR and Sustainability projects.  

All companies should have a consultative mechanism to get feedback on the 

expectations of the key stakeholders.  Central / State Government and/or District / 

local administration should be consulted to obtain their views on area specific needs 

or the priorities of the intended beneficiaries of the CSR projects planned for the 

areas under the jurisdiction of these authorities.  Gram Sabhas and Panchayati Raj 

institutions at the village level are important and reliable sources for assessing the 

social, economic and environmental needs in rural areas.  Therefore, as far as 

possible they should be consulted in planning for CSR and Sustainable projects. 

 

1.4.14  Preservation and promotion of heritage, art, music and culture in 

keeping with Indian tradition will form a valid CSR activity and therefore planning 

process should, keeping in mind the local needs, incorporate these aspects suitably. 

 

1.4.15  Public Sector enterprises have so far shown a clear preference for 

going it alone in selection and implementation of CSR and Sustainability projects.  

As a result, barring those in the big league i.e. the Maharatna and Navaratna 

companies, the others end up spreading their meagre budgets thinly over several 

CSR and Sustainability projects, which have at best, only a marginal and transient 

social / economic / environmental impact.  Public Sector companies should, 

therefore, try to pool their resources and take up projects which have greater 

visibility, more number of beneficiaries, and wider and long lasting visible impact.    

 

1.4.16  Reputed and recognised, not-for-profit institutions which have the 

expertise and professional competence for conducting training, skill development 

and other capacity building activities that promote inclusive growth and sustainable 

development and help in realisation of UN Millennium Development Goals through 

sectoral or regional co-operation can be supported by CPSEs through CSR and 

Sustainability initiatives. 

 

1.4.17  Ultimately, a decision regarding the selection of a CSR and 

Sustainability activity and the site of its location, and the budgetary and other 

resource allocation for its implementation, is the sole discretion of the Board of 



Directors of a CPSE.  It is for the management and the Board of Directors to take 

into consideration the resource capabilities of the public enterprise, the expectations 

of the key stakeholders, the expected social, economic and environmental impact of 

the planned initiative, and then take a carefully calibrated decision with regard to the 

choice of CSR and Sustainability project and its location.   

 

1.4.18  Before taking any final decision on the selection of any CSR and 

Sustainability project, CPSEs should get an exercise / study done to assess the 

needs of the intended beneficiaries for a realistic assessment of the resource inputs 

required for the expected level of social / economic / environmental impact through 

the implementation of the activity / project.  The data / information collected through 

this exercise / study before the commencement of the project generally proves useful 

in impact assessment after the completion of the project.  Although baseline surveys 

are generally considered to be very useful scientific tools for a fairly exact 

measurement of such needs, baseline surveys will not be insisted upon in all cases, 

provided CPSEs submit credible documentary evidence of having got the need 

assessment study done through their own resources, or through some specialised 

agency, or having accessed reliable data in this regard from recognised authoritative 

secondary sources. 

 
 



 

1.5            Financial Component 
 

1.5.1  Every year, each CPSE shall with the approval of its Board of Directors 

make a budgetary allocation for CSR and Sustainability activities / projects for the 

year.  The budgetary allocation will be based on the profitability of the company.  

More specifically, it will be determined by the Profit After Tax (PAT) of the company 

in the previous year as shown here under: 

 

PAT of  CPSE 

in the previous year 

Range of Budgetary allocation for  

CSR and Sustainability activities   

(as % of PAT in previous year) 

(i)   Less than Rs. 100 Crore 3% - 5% 

(ii)  Rs. 100 Crore to Rs. 500 Crore 2% - 3% 

(iii) Rs. 500 Crore and above 1% - 2% 

 

  For all CPSEs having PAT above Rs. 500 Crores in the previous year, 

the range of budgetary allocation for CSR and Sustainability activities has been 

raised to 1%-2%.  All CPSEs shall strive to maximize their spending on CSR and 

Sustainability activities and move towards the higher end of their slabs of budgetary 

allocation. 

 

1.5.2  Sick or loss making companies or those having a negative Net Worth 

are not mandated to earmark specific funds for CSR and Sustainability activities.  

However, they must pursue CSR and Sustainability policies by integrating them with 

their business plans, strategies and processes, which do not involve any financial 

expenditure.  In addition, they may try to attain CSR and Sustainability objectives 

through the adoption of innovative methods for water, waste and energy 

management, reduction of carbon emission, preservation of bio-diversity, and 

production of goods and services which are consumer and environment friendly, 

without any additional cost, perhaps even savings to the company.  They may also 

collaborate with the profit making CPSEs and assist them in ingenious ways without 

financial support in CSR and Sustainability activities. 

 



1.5.3  The budget allocated for CSR and Sustainability activities / projects 

planned for each financial year is expected to be spent within that year.  If due to 

some reason, the budget of a year remains unutilised, the same would not lapse.  

Instead, it would be carried forward to the next year for expenditure on CSR and 

Sustainability activities, which were planned for implementation in the previous year, 

but could not be completed due to some reason.  However, the public sector 

enterprise shall have to disclose reasons for not being able to spend the entire 

budget on CSR and Sustainability activities as planned for that year, and shall make 

every endeavour to spend the unutilised budget of any year within the next two 

financial years.  In case the CPSEs are unable to spend the unutilised budget within 

the next two financial years, the unspent amount would be transferred to a 

‘Sustainability Fund’ to be used for CSR and Sustainability activities.  This 

‘Sustainability Fund’ would be created separately.  Implementation mechanism in 

this context is also being formulated separately. 

 

1.5.4  At least 80% of the annual budget earmarked for CSR and 

Sustainability activities shall have to be spent on implementation of activities in the 

project mode as explained in para 1.6.5.  The activities not implemented in project 

mode also have to be in conformity with these guidelines. 

 

1.5.5   Upto 5% of the annual budget for CSR and Sustainability activities has 

to be earmarked for Emergency needs, which would include relief work undertaken 

during natural calamities / disasters, and contributions towards Prime Minister’s / 

Chief Minister’s Relief Funds and/or to the National Disaster Management Authority.  

Such contributions would count as valid CSR and Sustainability activities.  Also, 

CPSEs may utilize this portion of the CSR and Sustainability budget, or a part 

thereof, to provide humanitarian assistance to the employees of other sick and loss 

making CPSEs whose employees are drawing salary, wages that are at least two 

pay revisions/wage settlements behind the current one and are in real distress and in 

need of emergency aid for survival.  For this, the approval of the Board of Directors 

of the CPSE and the Administrative Ministry / Department would be required.  In 

exceptional circumstances, supported by reasons recorded in writing and approved 

by the Administrative Ministry, the budgetary allocation under the provision of 

Emergency needs can be enhanced by 5% of the budget allocated for CSR and 



Sustainability activities in a particular year.  However, such enhancement should not 

become a regular feature. 

  

1.5.6  CPSEs will have to earmark 5% of their annual budget for CSR and 

Sustainability activities to meet the Emergency needs as specified in the para above.  

In case this amount is not utilised in the year of its allocation, it would be carried 

forward to the next year for utilization for CSR and Sustainability projects, which if 

not spent within two years would be transferred to the Sustainability Fund as 

explained in para 1.5.3. 

 

1.5.7  Generally, the employees of a CPSE should not be the direct 

beneficiaries of the activities undertaken with the budget allocated for CSR and 

Sustainability initiatives in any given year.  However, an exception can be made in 

case of schools, hospitals, training institutes and other such infrastructure which are 

created primarily for environment protection and/or for the benefit of underprivileged 

communities, deprived sections and the society at large, but the facilities of which 

are availed by the employees of the CPSE and their families also, provided that the 

latter category does not constitute more than 25% of the total number of 

beneficiaries of such facilities.  The capital cost involved in the creation of such 

facilities and the annual cost incurred on the maintenance of such infrastructure can 

be borne from the CSR and Sustainability budget of the company. 

 

1.5.8  The expenditure incurred on baseline survey / need assessment study, 

on capacity building programs such as training, workshops, seminars, conferences, 

etc. and on corporate communication strategies for engagement of all stakeholders, 

whether internal or external, to implement the CSR and Sustainability agenda of a 

company, would be accounted for as CSR and Sustainability expenditure from the 

budget allocated for this purpose.  

 



1.6  Implementation and Monitoring 

 

1.6.1  Every public sector enterprise should have a CSR agenda which is 

internal to the organisation, and a CSR policy which addresses externalities – both of 

which are important and complementary to each other. 

 

1.6.2  The former is essentially the mandate of a company to conduct its 

business in a socially responsible way by maintaining high level of organisational 

integrity and ethical behaviour; conforming to the expected standards of 

transparency in reporting and disclosing its performance in all the spheres of its 

activities; demonstrating concern for the welfare of its employees; adopting 

production methods, commercial operations and management practices that 

promote social and environmental sustainability; and, retaining the trust and 

confidence of the investors and shareholders by matching its financial performance 

with equally commendable achievements in non-financial parameters. 

 

1.6.3  CPSEs shall take steps to implement their CSR agenda within the 

organisation through the active involvement of the employees, who are important 

internal stakeholders.  As CSR and Sustainability policies are expected to permeate 

into all the processes and activities of a company, the collective and united effort of 

all the employees, including the active involvement of the top management, is a sine 

qua non for the success of CSR and Sustainability policies of this kind.  For the CSR 

agenda to be internalised in the organisation the employees at all levels, in all 

departments of the company need to be sensitized to the need for conducting 

business in a manner that is economically, socially and environmentally sustainable.  

This involves devising internal communication strategies to spread awareness of 

CSR and Sustainability amongst the employees, providing them with education and 

training necessary for attitudinal change and their conversion to socially and 

environmentally sustainable methods and practices of doing business, and adopting 

motivational tools to provide just the right momentum to push all such initiatives. 

 

1.6.4  CSR and Sustainability policy of a company also addresses the 

concerns of the external stakeholders – those who are directly impacted 



economically, socially, or environmentally by the operations and activities of the 

company, and also those who may not be directly impacted, like communities and 

society at large.  CSR and Sustainability policy at this level generally addresses the 

social, economic and environmental concerns of society, and implementation of this 

policy requires selection of activities / projects, which, as mentioned in the previous 

chapter, are generally for inclusive growth of society and environmental 

sustainability. 

 

1.6.5  Activities which are selected under CSR and Sustainability agenda for 

external stakeholders should, as far as possible, be implemented in a project mode, 

which entails charting the stages of execution in advance through planned 

processes, with mobilisation of pre-estimated quantum of resources, and within the 

allocated budgets and prescribed timelines.  It also involves assigning clear 

responsibility and accountability of the designated officials / agencies who are 

entrusted with the task of implementation.  In exceptional cases, where CSR and 

Sustainability activities are not implemented in a project mode, the reasons for doing 

so should be recorded in writing. 

 

1.6.6  At times, implementation of CSR and Sustainability projects requires 

specialised knowledge and skills.  Public Sector companies normally do not have 

such in-house expertise, the wherewithal, and dedicated staff to carry out this task. 

Therefore, in such cases CPSEs should seek the services of external specialised 

agencies for the implementation of such CSR and Sustainability projects.   

 

1.6.7  However, where the planned CSR and Sustainability activity is closely 

aligned with the business strategy and the company possesses core competence to 

do it, a Public Sector company may take up the implementation of CSR activity with 

its manpower and resources if it feels confident of its organisational capability to 

execute such projects.  In such a case it is advisable that monitoring is done by an 

external agency even though the staff of the CPSE may be associated with it.  In any 

case, evaluation must always be assigned to an independent external agency for the 

sake of objectivity and transparency. 

 



1.6.8  While engaging or partnering with external agencies, care should be 

exercised in selecting only such specialised agencies which have the necessary 

capabilities and expertise to implement the CSR projects.  The credentials of 

reliability, integrity and professional competence of such agencies should also be 

verified.  Specialised agencies may include Government departments, semi-

government, or non-government organisations (NGOs), autonomous organisations, 

professional consultancy organisations, registered Trusts / Missions, community 

based organisations, self-help groups, not-for-profit organisations, local bodies such 

as Panchayati Raj institutions, academic institutes, etc.  Engagement of external 

specialised agencies / NGOs is the discretion of the Public Sector companies, but 

they are advised to engage them from the available panels of such agencies 

maintained by the Government Ministries / Departments, Planning Commission, 

autonomous organisations, or the National / Regional CSR Hub. 

 

1.6.9  In implementing their CSR and Sustainability policies, companies 

should extend their reach and oversight to the entire supply-chain network to ensure 

that as far as possible the suppliers, vendors, service providers, clients, and partners 

are also committed to the same principles and standards of corporate social 

responsibility and sustainability as the company itself.  Public sector companies are 

encouraged to initiate and implement measures aimed at `greening’ the supply 

chain. 

 

1.6.10  CPSEs are encouraged to join hands and pool their resources for 

undertaking projects jointly with other CPSEs / Govt. agencies for long-term mega 

projects for greater social impact.  Co-ordinated efforts of companies can scale up 

the projects in terms of their size and socio-economic impact, with optimal utilisation 

of resources of each participating entity, and also accelerate the pace of 

development, especially of the backward regions.    

 

1.6.11  Monitoring of CSR & Sustainability project goes concurrently with 

implementation, and is as important.  Monitoring is essential to assess if the 

progress is on expected lines in terms of timelines, budgetary expenditure and 

achievement of physical targets.  Monitoring should be done periodically with the 

help of identified key performance indicators; the periodicity being determined largely 



by the nature of performance indicators.  Like implementation, monitoring too should 

be done in project mode with continuous feedback mechanism, and recourse always 

available for mid-course correction in implementation, whenever required. 

 

1.6.12  So crucial is monitoring to the success of the projects, being 

implemented by external agencies, that it must be performed by the CPSEs through 

their team of officials specifically designated for this task.  The external agency, if 

any, engaged for implementing a project should not be considered for the task of 

monitoring and evaluation because of the likely conflict of interest involved in the 

assignment.  If required, it is advisable to use the services of the agency engaged for 

doing the need assessment study prior to the commencement of the project, to 

perform the task of monitoring and eventual evaluation of outcome.  However, 

whenever CSR and Sustainability activities are implemented by a CPSE and its staff, 

it is advisable to associate an external agency also for monitoring purposes, as it 

would enable an impartial assessment of work progression, and help in mid-course 

correction, if required.  In any case, the final evaluation must always be entrusted to 

an external agency. 

 

1.6.13  Implementation and monitoring of the CSR & sustainability activities 

will be overseen by a Board level committee headed by either the Chairman and / or 

Managing Director, or an Independent Director as mentioned in para 1.3.9.  The 

composition of the committee is to be decided by the Board of Directors of the 

company, but it is mandatory to have at least one Independent Director as a member 

of this Committee.   

 

1.6.14  In case the Board level committee on CSR and Sustainability is neither 

headed by the Chairman and / or the Managing Director, or by an Independent 

Director, and in case an Independent Director is not a member of this committee,  

the CPSEs would still have to allocate budget for CSR and Sustainability activities 

every year, depending upon the profitability criteria specified in para 1.5.1.  However, 

in such cases the entire amount allocated for CSR  and Sustainability activities 

would be transferred to ‘Sustainability Fund’, which is being contemplated, as 

explained in para 1.5.3.  Hence, CPSEs are advised to fill the vacancies, if any, of 

the posts of Independent Directors on their respective Boards, at the earliest. 



 

1.6.15  To exercise constant oversight over the implementation of CSR and 

Sustainability activities all companies should appoint a senior officer not less than 

one rank lower to the Board level, who will function as the nodal officer, with any 

suitable designation as decided by the company.  The designated nodal officer 

should be assigned a team of officials to assist him / her.  This team shall oversee 

the implementation of CSR and Sustainability agenda of the company within the 

organisation and also outside, i.e. covering internal as well as external stakeholders.  

The designated nodal officer will regularly submit reports regarding the progress in 

the implementation of CSR and Sustainability activities to the committee headed by 

the Independent Director.  The Independent Director will in turn, periodically submit 

the reports to the Board of Directors for their information, consideration and 

necessary directions.  The periodicity of submission of reports by the Independent 

Director to the Board of Directors is a matter to be decided by each company.   

 

1.6.16  The Board level committee headed by the Chairman / Managing 

Director / Independent Director and the below Board level team headed by the nodal 

officer will constitute the two-tier organisational structure within the organisation to 

steer the CSR and Sustainability agenda of the company. 

 



1.7  Sustainability Reporting and Disclosure 

 

1.7.1  Sustainability Reporting is the practice of disclosing to the stakeholders 

the economic, social and environmental initiatives taken by a company, as an 

indication of its commitment to sustainable development.  Public disclosure and 

reporting of a company’s performance in economic, social & environmental areas is 

no less important than the initiatives themselves. 

 

1.7.2  Disclosure of a company’s financial performance is a traditional 

practice, but disclosures in non-financial parameters, which offer a holistic view of a 

company’s performance, is a relatively recent phenomenon which is rapidly gaining 

acceptance and recognition as a good corporate practice that enhances the 

reputation, improves the financial performance and increases the competitive 

advantage of the company in the long run.  However, unlike financial reporting, 

sustainability reporting in India is still in its infancy, largely unregulated, 

predominantly a voluntary initiative, and it would take a while for companies to take it 

seriously and match its quality and content with that of their financial reporting.  

Nevertheless, a large number of corporates, including Indian companies are 

resorting to sustainability reporting and the format is generally patterned on the 

internationally accepted reporting frameworks like the Global Reporting Initiative 

(GRI). 

 

1.7.3  What lends impetus to sustainability reporting is the policy directives of 

the Securities and Exchange Board of India (SEBI) that all listed companies have to 

report on their environmental, social and governance (ESG) initiatives in their Annual 

Reports.  To begin with, it has been made mandatory for the top 100 companies in 

terms of market capitalisation to submit their Business Responsibility Reports.  For 

the others, it is still a voluntary disclosure and reporting at this stage, but from the 

discernible trend-setting it appears that it would be made mandatory for other 

companies also in a phased manner.  Therefore, Sustainability reporting and 

disclosure of all CSR and Sustainability activities undertaken by a CPSE is 

mandatory. 

 



1.7.4  Public Sector companies must take a cue from this and accept the 

requirement of Sustainability reporting and disclosure, and internalize the 

established reporting mechanisms in their system and processes.  By reporting 

transparently and with accountability, public sector companies can gain and reinforce 

the trust of the stakeholders.  This, in turn, would provide a powerful stimulus to their 

CSR and Sustainability policies and agenda, and motivate them to pursue them with 

greater vigour.   

 

 



1.8  Impact Assessment 

 

1.8.1  The ultimate test of the success of any CSR and Sustainability activity / 

project is the social, economic or environmental impact thereof.  Every such activity 

is planned and implemented with some anticipated impact on society or 

environment.  It is against such perception and expectation of impact that the 

completed activity / project should be measured to ascertain the degree of its 

success, or failure.  In fact, it is at the time of impact assessment that a well-

documented and detailed baseline survey or need assessment study done at the 

commencement of the activity, comes in handy for comparison of data.  Conversely, 

the absence of a baseline survey or a need assessment study is sorely missed at the 

stage of impact assessment. 

 

1.8.2  Impact assessment has a wider connotation than mere outputs or 

outcome.  These are generally associated with accomplishment of set targets and 

goals at various stages of progress in implementation.  Whereas, impact is the 

cumulative effect of outcome(s) on the developmental process – affecting society, 

economy and environment. 

 

1.8.3  While achievement of targets and expected outcomes can be a source 

of satisfaction, public sector companies should get an assessment done of the social 

/ economic / environmental impact of their CSR and Sustainability activities after the 

same are completed.   

 

1.8.4  Any impact assessment study requires specialised skills and tools for 

associated research.  Hence, it is a task best carried out by specialised agencies. 

 

1.8.5  It is recognised that small scale activities / projects under CSR and 

Sustainability agenda of a company cannot be expected to have any significant 

social or economic or environmental impact, which can be easily measurable.  

Hence, the public sector companies are urged to take up larger projects, even if 

fewer in number, for greater social, economic or environmental impact, and get 



impact assessment studies done after their completion and necessary minimum 

gestation period. 



1.9  Advocacy and Research 

 

1.9.1  Academic interface is essential for successful socially responsible 

businesses.  Therefore, CPSEs should have collaboration with academic institutions 

such as TISS, IITs, IIMs and similarly placed other such institutions on a perpetual 

basis.  Till such time CPSEs develop such linkages locally, the National CSR Hub 

presently located at TISS, Mumbai would continue to act its designated role in this 

regard.   

 

1.9.2  The tasks presently assigned to the National CSR Hub are as follows: 

 

i) Nation-wide compilation, documentation and creation of database; 

ii) Advocacy of the concepts; 

iii) Research on the subject including publishing of research papers / 

articles and concept papers on specific issues; 

iv) Preparation of panels of implementing organisations, monitoring and 

valuation agencies; 

v) Promotional activities, including production of short films, printing of 

brochures, pamphlets promotional materials etc.; 

vi) Organising Conferences, Seminars, Workshops – both national and 

international;  

vii) Act as a Think Tank; 

viii) Setting up a National Data Base; 

ix) Any other matter or activity pertaining to CSR and Sustainability 

entrusted to it by the Department of Public Enterprises; 

 

1.9.3  Public sector companies can avail the services of the National CSR 

Hub in seeking guidance on the implementation of their CSR and Sustainability 

activities.  For this, the companies will have to pay a service charge to the National 

CSR Hub.  The service charge may be decided between the National CSR Hub and 

the company availing the services, but generally, the service charge should be 

nominal and adequate to cover the expenses of the services requisitioned and to 



meet the proportionate cost of running the National CSR Hub establishment during 

the period of services availed. 

 

1.9.4  The expenditure incurred by the public sector companies in availing the 

services of the National CSR Hub for the implementation of their CSR and 

Sustainability activities would be treated as a part of expenditure of the company 

under this budgetary Head. 

 

 



1.10  MoU Evaluation 

 

1.10.1  CPSEs would be evaluated under the MoU framework for their 

achievement in the area of Corporate Social Responsibility and Sustainability on the 

basis of certain key performance indicators.   

 

1.10.2  More specifically they would be judged by: 

i) the degree of involvement of the employees and the top 

management in internalising the CSR and Sustainability 

agenda within the organisation; 

ii) the degree of success in implementing the CSR and 

Sustainability projects they undertake during the year; 

iii) the expenditure they incur on these activities (vis-à-vis the 

annual budgetary allocation); 

iv) the effectiveness of the two-tier organisational structure in the 

process of planning, implementing and monitoring the CSR 

activities; 

v) the efforts made and the success achieved in the engagement 

of key stakeholders through adoption of a good corporate 

communication strategy;  

vi) the adoption of sustainability reporting and disclosure 

procedures and practices.   

 

The weightage assigned to each of these non-functional performance 

indicators of companies would be decided during the MoU task force meetings. 

 

1.10.3  As regards the CSR and Sustainability projects, the guidelines make it 

mandatory for all CPSEs to undertake at least one project for the development of 

any one backward district of the country, and at least one project on environmental 

sustainability.  There can be some overlapping of activities between these two 

projects, but whereas, one project is clearly focused on socio-economic development 

and inclusive growth of the under developed and neglected regions, the other project 

is focused mainly on protection of environment and biodiversity conservation.  



However, Maharatna companies will have to submit, details of one additional project, 

making it a total of three projects for evaluation.  Impact assessment would be done 

in cases of completed projects / activities.  The on-going long term projects with an 

implementation span of several years would be adjudged by the achievement of 

targets set for the year under evaluation.  Therefore, at the time of submission of 

their reports on CSR and Sustainability projects for the purpose of MoU evaluation, 

the CPSEs shall have to submit all details of planning, selection, implementation, 

monitoring, and impact assessment of the activities related to these projects.   

Hence, documented details regarding progress made in stages during 

implementation and in overcoming the difficulties encountered in the process, the 

resources deployed, the expenditure incurred, and the performance of the 

implementing agencies should be available for evaluation purpose. 

 

1.10.4  As regards promotion of CSR agenda within the organisation, the 

CPSEs would have to provide evidence that initiatives were taken to sensitise the 

staff regarding the CSR and Sustainability policies of the organisation, and the need 

to adopt ethical business practices.  The efforts made to impart training to the 

employees for the desired attitudinal change and their conversion to new production 

methods and commercial practices by leveraging appropriate technology aligned 

with social and environmental sustainability.  CPSEs would have to give evidence 

through documents, photographs, reports etc. of their efforts and achievements in 

internalising socially responsible and sustainable policies in the organisation. 

 

1.10.5  Each CPSE is required to have a two-tier organisational structure for 

planning, implementing and monitoring the CSR and Sustainability policies.  

Formulating policy, selecting CSR projects, devising implementation strategies, 

earmarking budgets, mobilising resources, engaging external specialised agencies, 

adopting effective communication strategies for linkage with all stakeholders, 

keeping the Board of Directors and the top management apprised of all important 

developments, and preparing sustainability reports will be the task of this two-tier 

structure.  It is expected to function like the brain of the company in matters relating 

to CSR and Sustainability.  The performance of each CPSE would be judged by how 

effectively this two-tier organisational structure discharges its role. 

 



1.10.6  CPSEs will also be judged by their sustainability reporting and 

disclosure practices.  From the format and content of these reports, the level of 

transparency and the sincerity of the company in accepting responsibility of the 

social, economic and environment impact of its activities would be judged.   

 

1.10.7  As is the practice, CPSEs would have to submit their self-assessment 

reports regarding each performance indicators pertaining to Corporate Social 

Responsibility and Sustainability, as mentioned above. 

 



 

1.11  Miscellaneous  

 

1.11.1  The Note on `CSR and Sustainability – Definition, Evolution of the 

Concepts, Recent Trends and practice’ in the Annexures is not a part of the 

Guidelines, but serves as a useful background `Concept Paper’ for reference to get a 

sense of the philosophy and spirit of CSR and Sustainability and how they are 

interpreted and practised in different situations.  The other material given in the 

Annexures is also meant only for ready reference. 

 

1.11.2  Projects / activities, whether planned or in various stages of 

implementation, as per previous guidelines on CSR issued by DPE in April 2010 and 

guidelines on Sustainable Development issued by DPE in September 2011, would 

continue to be recognised as valid till completed. 

 

1.11.3  These guidelines are in consonance with the National Voluntary 

Guidelines for Social, Environmental & Economic Responsibilities of Business issued 

by the Ministry of Corporate Affairs in July 2011. 

 

1.11.4  These guidelines will stand modified by the provisions of the new 

Companies Act and updated SEBI Guidelines as and when these are in place and 

made enforceable.   



1.12  Repeal 

 

1.12.1  These Guidelines will supersede all the Guidelines / circulars / 

instructions issued earlier by the Department of Public Enterprises (DPE) on this 

subject. 

 



Annexure - I 

 
 
 

Corporate Social Responsibility and Sustainability  
- Definition, Evolution of the Concepts, Recent trends and practices 

 
 
 
1.  The emergence of corporate social responsibility and sustainable 

development as important concerns of business activity is the result of realization 

that any business conducted with the sole motive of profit maximisation for the 

shareholders, in disregard of societal and environmental concerns is bound to fail in 

the long run. 

 

2.  The traditional concept of Business has come a long way since the 

famous economist and Nobel laureate, Milton Friedman famously proclaimed in 

1970, “The business of business is to maximise profits, to earn a good return on 

capital invested and to be a good corporate citizen obeying the law – no more and 

no less”.  In 1984, Edward Freeman introduced the stakeholder theory and argued 

that socially responsible activities helped business in building strong relationships 

with stakeholders, and that management must pursue actions that are optimal for a 

broad class of stakeholders rather than those that serve only to maximise 

shareholder interests.  In 1989 another prominent economist, Kenneth Andrews 

exhorted corporates “to focus corporate power on objectives that are possible but 

sometimes less economically attractive than socially desirable”.  In 1998, John 

Elkington first introduced the concept of “Triple Bottom line” to emphasise that a 

company’s performance is best measured by the economic, social and 

environmental impact of its activities. 

 

3.  These developments at the turn of the previous century are only 

indicative of several parallel movements, private initiatives and scholarly debates 

focussed on introduction of reforms in business, corporate governance and 

management practices.  They arose out of a common concern for economic growth, 

environmental issues, social imperatives and enhanced ethical standards in 



business.  Cumulatively, they brought about an integration of environmental, social 

and economic aspects of business and espoused societal expectations from 

business to behave responsibly and deliver better governance.   

 

4.  The UN Global Compact was the first major initiative by the 

International organisation to lay down a charter of ten principles for all companies 

globally to respect and follow in their business operations.  By asking companies to 

embrace, support and enact a set of core values in the areas of human rights, labour 

standards, environment and anti-corruption, it sets the agenda for corporate social 

responsibility for all corporate enterprises and provides a framework for initiation and 

practice of sustainability policies.  The overwhelming endorsement which it received 

from the corporate world testifies that the UN Global Compact is the largest voluntary 

corporate responsibility initiative in the world that forges close linkage between 

business, society and environment in all development endeavours.  Many other 

international bodies and associations like the OECD countries were quick in coming 

out with their set of guidelines for multinational corporations, largely in conformity 

with the principles of the UN Global Compact. 

 

5.  If in spite of such widespread awareness about corporate social 

responsibility and sustainable development, both these concepts have for long have 

been in search of definitions which could separately capture their all-encompassing 

essence and philosophy, it is because these concepts are dynamic and evolving.  

Corporate Social Responsibility is the responsibility which the corporate enterprises 

accept for the social, economic and environmental impact their activities have on the 

stakeholders.  The stakeholders include employees, consumers, investors, 

shareholders, civil society groups, Government, non-government organisations, 

communities and the society at large.  It is the responsibility of the companies to not 

only shield the diverse stakeholders from any possible adverse impact that their 

business operations and activities may have, but also entails affirmative action by 

the companies in the social, economic and environmental spheres as expected of 

them by the stakeholders, to the extent of their organisational resource  capabilities.  

This is besides corporate legal obligation to comply with statutory rules and 

regulations regarding the conduct of business operations, and the duty to 

compensate the stakeholders in the event of any harm or collateral damage. 



 

6.  It is now universally accepted that corporate social responsibility is not 

a stand-alone, one time, ad hoc philanthropic activity.  Rather, it is closely integrated 

and aligned with the business goals, strategies and operations of the companies.  

There is a close integration of social and business goals of companies. 

 

7.  Brundtland Commission’s Report in 1987 defined sustainable 

development as “development that meets the needs of the present without 

compromising the ability of future generations to meet their own needs”.  This is 

considered to be a standard definition, judged by its widespread use and frequent 

citation.  However, this definition seems to resolve the apparent conflict between 

economic development and environment protection only, without highlighting the 

social dimension of sustainable development.  It was in the Johannesburg 

Declaration at the World Summit on Sustainable Development in 2002 that social 

development as the third pillar of sustainable development was clearly 

acknowledged. 

 

8.  Sustainable development poses a multi-dimensional challenge – in 

terms of economic, social and environmental dimensions – with each having 

competing claims for primacy.  Corporate enterprises are expected to adopt 

sustainability policies that balance the trade-offs between these competing claims for 

the promotion and growth of business.  An enduring and balanced approach to 

economic activity, social progress and environment protection is what is called for.  

But, for some reason, the concern for environmental protection continues to be 

emphasised and the social dimension of sustainable developments is often 

overlooked. 

 

9.  Sustainable development policies touch upon social issues such as 

welfare of employees, empowerment of the weaker sections, holistic development of 

backward regions, improvement of the working conditions of labour, etc.  Activities 

undertaken by companies to address basic issues pertaining to health, nutrition, 

sanitation and education needs of the impoverished communities, for the promotion 

of skill development, capacity building and inclusive growth of society, are all 

sustainability activities. 



10.   CSR policies are closely linked with the practice of sustainable 

development.  Sustainability practiced through CSR involves conduct of business 

operations in a way that minimizes harm to the environment and local communities 

located in the vicinity of a company’s commercial / production units, while benefitting 

consumers and employees, and thus contributing to sustainable development.  

Through sustainability initiatives, which include development of new range of goods 

and services, and innovative production methods that are environmental and 

consumer friendly and cost effective, companies can enhance consumer satisfaction, 

and simultaneously boost business growth and profitability.  The R&D department in 

companies helps in sustainability efforts through innovation that often changes 

consumer preference for new products and services that are beneficial for 

environment and society.  In fact, CSR activities are generally so full with content of, 

and focused on sustainable development that often CSR initiatives cannot be easily 

separated from sustainability policies.  Hence, to judge the performance of a 

company separately for its CSR activities and sustainability initiatives, is at times 

difficult and impractical, and for that reason it makes business sense to deal with 

them together. 

 

11.  Since corporate social responsibility and sustainability are so closely 

entwined, it can be said that Corporate Social Responsibility and Sustainability 

is a company’s commitment to its stakeholders to conduct business in an 

economically, socially and environmentally sustainable manner that is 

transparent and ethical.  Stakeholders include employees, investors, shareholders, 

customers, business partners, clients, civil society groups, Government and non-

government organisations, local communities, environment and society at large. 

 

12.  Recent trends indicate that a company’s corporate social responsibility 

and sustainability is not limited to its own operations and activities, but extends to its 

supply chain network, which includes service providers, vendors, contractors and 

other outsourced agencies.  Therefore, companies, especially multinational 

companies, are nowadays careful in their selection of partners, agents, vendors and 

contractors abroad and prefer to do a thorough check of their credentials in 

corporate social responsibility and sustainability. 

 



13.  Growing awareness about corporate social responsibility and 

sustainability issues have led to attempts at devising some common matrices for 

measuring the performance of companies in these areas.  Such attempts, though 

nowhere near perfection, at least underline the need for consistency, transparency 

and impartial measurement.  A number of international private initiatives in this 

regard have led to the development of standards and benchmarks for voluntary 

disclosure, reporting and audit of corporate social responsibility and sustainability 

programmes.  Most notable of these initiatives are the Global Reporting Initiative’s 

(GRI) Sustainability Reporting Guidelines; AccountAbility’s AA1000 standard based 

on John Elkington’s triple bottom line (3BL) reporting; Social Accountability 

International’s SA8000 standard; and, the ISO 14001 environmental management 

standard. 

 

14.  Due to increased customer interest, growing investor pressure, 

competitive labour markets, greater oversight over suppliers in the supply chain 

network, and increasing globalisation of business, there is demand for greater 

disclosure and audit of corporate social responsibility and sustainability reporting to 

establish good business citizenship credentials.  Sustainability reporting is on the 

increase and a large number of organisations and companies worldwide have 

voluntarily adopted internationally accepted standards and frameworks like GRI for 

disclosure and reporting, and have offered their performance for measurement and 

audit against international benchmarks. 

 

15.  Corporate Social Responsibility and sustainability, if discharged 

sincerely, is perceived to bring with it several benefits for the companies.  The spin 

offs can be by way of improving the brand image, preparing it for risk management 

through public goodwill in the event of a crisis, retaining and attracting talent for the 

organisation, winning the confidence of the investors and shareholders, improving its 

relations with important stakeholders, and positioning the company for competitive 

business advantage and financial gains in the long run. 

 

16.  The benefits that a company expects to reap from its CSR and 

Sustainability policies, or the motivation behind these policies is of great significance 

in determining the kind of CSR and Sustainability activities that it undertakes, or the 



implementation strategy that it chooses to adopt in pursuit of these policies.  CSR 

activities prompted by ‘genuine concern’ for social and environmental issues produce 

implementation models different from those motivated by ‘enlightened self-interest’ of 

a company.  CSR and Sustainability activities taken up as a part of `public relations’ 

campaign for enhancing the ‘brand image’, or for earning ‘public goodwill’ are 

different from CSR and Sustainability activities undertaken by a company to obtain 

‘license to operate’ in certain areas. 

 

17.  From amongst the various perspectives of CSR and the different 

prevalent practices of CSR, the one that finds favour with the private multi-national 

companies of the developed economies is the ‘strategic CSR’, or CSR based on 

‘enlightened self-interest’ of companies.  This approach is supported and endorsed 

by the doctrine of “shared value” propounded by eminent Harvard economists 

Michael Porter and Mark Kramer.  This approach seeks financial gains for 

companies from the activities they undertake in discharging their corporate social 

responsibility.  According to Porter and Kramer “The essential test that should guide 

CSR is not whether a cause is worthy but whether it presents an opportunity to 

create shared value – that is, a meaningful benefit for society that is also valuable to 

the business”.  Creating “Shared Value” involves creating new business 

opportunities and developing new products that are profitable for companies while 

simultaneously contributing to social development.  Through ‘strategic CSR’ 

companies seek to exploit “opportunities to achieve social and economic benefits 

simultaneously”.  Putting it succinctly, companies look for business opportunities in 

socio-economic problems besetting societies. 

 

18.  Creating “shared value” approach offers a good model for corporate 

enterprises to conduct their normal business operations, but it may not be the best 

suited for activities undertaken under CSR and Sustainability by the public sector 

enterprises in India because there appears to be an unstated but underlying direction 

for spending the mandatory budgetary allocation for CSR for public good, social 

value creation, and social causes. 

 

19.  Engaging the stakeholders in a dialogue to know their expectations is 

an important aspect of corporate social responsibility and sustainability.  It is 



observed that corporate enterprises operating in different socio-economic conditions 

differ in their understanding of the range of stakeholders to be covered through their 

CSR activities, their assessment of the expectations of the stakeholders, and the 

mechanism of engagement of the stakeholders. 

 

20.  In the developed economies where the basic needs of the society are 

adequately taken care of, either through economic advancement, or by strong state 

welfare system like social security schemes for citizens, the corporate enterprises in 

such developed countries in their selection of CSR and Sustainability activities, are 

mainly concerned about the stakeholders directly impacted by their business 

operations, like employees, consumers, shareholders, vendors, contractors, service 

providers and environment.  And from the CSR and Sustainability activities they 

pursue, they seek and expect financial gains for business also. 

 

21.  However, in developing economies like India, where socio-economic 

disparities are glaring and state social security network is also not available to all, the 

responsibility of public sector enterprises gets enlarged to cover a wider spectrum of 

stakeholders, at time even those that are not directly impacted, like interest groups, 

government and non-government organisations, communities and the society at 

large.  In such situations, stakeholders expect public corporations to assume social 

responsibility for inclusive socio-economic growth and lend support to efforts aimed 

at development of backward regions, empowerment of the weaker sections, and 

upliftment of the deprived and marginalised communities.  Social and environmental 

concerns tend to assume primacy over immediate business gains. 

 

22.  Thus, there can be variations in the perception of corporate social 

responsibility and sustainability, and its implementation strategies, because different 

stakeholders in different socio-economic situations have different expectations from 

business and the way it should be conducted. 

 

 



Annexure - II 

 

Backward Districts identified by the Planning Commission 
for Backward Regions Grant Fund (BRGF)  
 

List of 272 Districts 

ANDHRA PRADESH  

1 ADILABAD 2 ANANTAPUR 

3 CHITTOOR 4 CUDDAPAH 

5 KARIMNAGAR 6 KHAMMAM 

7 MAHBUBNAGAR 8 MEDAK 

9 NALGONDA 10 NIZAMABAD 

11 RANGAREDDI 12 VIZIANAGARAM 

13 WARANGAL   

ARUNACHAL PRADESH  

1 UPPER SUBANSIRI   

ASSAM  

1 BARPETA 2 BONGAIGAON 

3 CACHAR 4 DHEMAJI 

5 GOALPARA 6 HAILAKANDI 

7 KARBI ANGLONG 8 KOKRAJHAR 

9 LAKHIMPUR 10 MARIGAON 

11 NORTH CACHAR HILLS 12 CHIRANG 

13 BAKSA   

BIHAR  

1 ARARIA 2 AURANGABAD 

3 BANKA 4 BEGUSARAI 

5 BHAGALPUR 6 BHOJPUR 

7 BUXAR 8 DARBHANGA 

9 GAYA 10 GOPALGANJ 

11 JAMUI 12 JEHANABAD 

13 KAIMUR (BHABUA) 14 KATIHAR 

15 KHAGARIA 16 KISHANGANJ 

17 LAKHISARAI 18 MADHEPURA 

19 MADHUBANI 20 MUNGER 

21 MUZAFFARPUR 22 NALANDA 

23 NAWADA 24 PASHCHIM CHAMPARAN 

25 PATNA 26 PURBI CHAMPARAN 

27 PURNIA 28 ROHTAS 

29 SAHARSA 30 SAMASTIPUR 

31 SARAN 32 SHEIKHPURA 

33 SHEOHAR 34 SITAMARHI 

35 SUPAUL 36 VAISHALI 

37. ARWAL 38 SIWAN  

CHHATTISGARH  

1 BASTAR 2 BILASPUR 

3 DANTEWADA 4 DHAMTARI 

5 JASHPUR 6 KABIRDHAM 

7 KANKER 8 KORBA 

9 KOREA 10 MAHASAMUND 
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11 RAIGARH 12 RAJNANDGAON 

13 SURGUJA 14. NARAYANPUR 

15. BIJAPUR   

GUJARAT  

1 BANAS KANTHA 2 DAHOD 

3 DANG 4 NARMADA 

5 PANCH MAHALS 6 SABAR KANTHA 

HARYANA  

1 MAHENDRAGARH 2 SIRSA 

HIMACHAL PRADESH  

1 CHAMBA 2 SIRMAUR 

JAMMU AND KASHMIR  

1 DODA 2 KUPWARA 

3 POONCH 4. RAMBAN 

5. KISHTWAR   

JHARKHAND  

1 BOKARO 2 CHATRA 

3 DEOGHAR 4 DHANBAD 

5 DUMKA 6 GARHWA 

7 GIRIDIH 8 GODDA 

9 GUMLA 10 HAZARIBAGH 

11 JAMTARA 12 KODERMA 

13 LATEHAR 14 LOHARDAGA 

15 PAKUR 16 PALAMU 

17 RANCHI 18 SAHEBGANJ 

19 SARAIKELA KHARSAWAN 20 SIMDEGA 

21 WEST SINGHBHUM 22. KHUNTI 

23. RAMGARH   

KARNATAKA  

1 BIDAR 2 CHITRADURGA 

3 DAVANGERE 4 GULBARGA 

5 RAICHUR 6. YADGIR 

KERALA  

1 PALAKKAD 2 WAYANAD 

MADHYA PRADESH  

1 BALAGHAT 2 BARWANI 

3 BETUL 4 CHHATARPUR 

5 DAMOH 6 DHAR 

7 DINDORI 8 GUNA 

9 JHABUA 10 KATNI 

11 KHANDWA 12 KHARGONE 

13 MANDLA 14 PANNA 

15 RAJGARH 16 REWA 

17 SATNA 18 SEONI 

19 SHAHDOL 20 SHEOPUR 

21 SHIVPURI 22 SIDHI 

23 TIKAMGARH 24 UMARIA 

25. ASHOKNAGAR 26. BURHANPUR  

27. ANUPPUR 28. CHHINDWARA 

29. ALIRAJPUR 30 SINGRAULI 

MAHARASHTRA  

1 AHMEDNAGAR 2 AMRAVATI 

3 AURANGABAD 4 BHANDARA 

5 CHANDRAPUR 6 DHULE 

7 GADCHIROLI 8 GONDIA 
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9 HINGOLI 10 NANDED 

11 NANDURBAR 12 YAVATMAL 

MANIPUR  

1 CHANDEL 2 CHURACHANDPUR 

3 TAMENGLONG   

MEGHALAYA  

1 RI BHOI 2 SOUTH GARO HILLS 

3 WEST GARO HILLS   

MIZORAM  

1 LAWNGTLAI 2 SAIHA 

NAGALAND  

1 MON 2 TUENSANG 

3 WOKHA 4. LONGLENG 

5. KIPHRIE   

ORISSA  

1 BALANGIR 2 BOUDH 

3 DEOGARH 4 DHENKANAL 

5 GAJAPATI 6 GANJAM 

7 JHARSUGUDA 8 KALAHANDI 

9 KANDHAMAL 10 KEONJHAR 

11 KORAPUT 12 MALKANGIRI 

13 MAYURBHANJ 14 NABARANGPUR 

15 NUAPADA 16 RAYAGADA 

17 SAMBALPUR 18 SONEPUR 

19 SUNDARGARH 20. BARGARH 

PUNJAB  

1 HOSHIARPUR   

RAJASTHAN  

1 BANSWARA 2 BARMER 

3 CHITTORGARH 4 DUNGARPUR 

5 JAISALMER 6 JALORE 

7 JHALAWAR 8 KARAULI 

9 SAWAI MADHOPUR 10 SIROHI 

11 TONK 12 UDAIPUR 

13. PRATAPGARH   

SIKKIM  

1 NORTH DISTRICT   

TAMIL NADU  

1 CUDDALORE 2 DINDIGUL 

3 NAGAPATTINAM 4 SIVAGANGA 

5 TIRUVANNAMALAI 6 VILLUPURAM 

TRIPURA  

1 DHALAI   

UTTAR PRADESH  

1 AMBEDKAR NAGAR 2 AZAMGARH 

3 BAHRAICH 4 BALRAMPUR 

5 BANDA 6 BARABANKI 

7 BASTI 8 BUDAUN 

9 CHANDAULI 10 CHITRAKOOT 

11 ETAH 12 FARRUKHABAD 

13 FATEHPUR 14 GONDA 

15 GORAKHPUR 16 HAMIRPUR 

17 HARDOI 18 JALAUN 

19 JAUNPUR 20 KAUSHAMBI 

21 KHERI 22 KUSHI NAGAR 
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23 LALITPUR 24 MAHARAJGANJ 

25 MAHOBA 26 MIRZAPUR 

27 PRATAPGARH 28 RAE BARELI 

29 SANT KABEER NAGAR 30 SHRAVASTI 

31 SIDDHARTH NAGAR 32 SITAPUR 

33 SONBHADRA 34 UNNAO 

35. KANSHIRAM NAGAR   

UTTARAKHAND  

1 CHAMOLI 2 CHAMPAWAT 

3 TEHRI GARHWAL   

WEST BENGAL  

1 24 PARAGANAS SOUTH 2 BANKURA 

3 BIRBHUM 4 DINAJPUR DAKSHIN 

5 DINAJPUR UTTAR 6 JALPAIGURI 

7 MALDAH 8 MEDINIPUR EAST 

9 MEDINIPUR WEST 10 MURSHIDABAD 

11 PURULIA   

 

Source: Planning Commission  
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Annexure – III 

 

 

UN Global Compact Principles 

 

The Ten Principles 

 

The UN Global Compact’s ten principles in the areas of human rights, labour, the 

environment and anti-corruption enjoy universal consensus and are derived from: 

 

 The Universal Declaration of Human Rights 

 The International Labour Organization’s Declaration on Fundamental 

Principles and Rights at Work 

 The Rio Declaration on Environment and Development 

 The United Nations Convention Against Corruption 

 

The UN Global Compact asks companies to embrace, support and enact, within their 

sphere of influence, a set of core values in the areas of human rights, labour 

standards, the environment and anti-corruption: 

 

Human rights 

 

 Principle 1: Businesses should support and respect the protection of 

internationally proclaimed human rights; and 

 Principle 2: Make sure that they are not complicit in human rights abuses. 

 

Labour standards 

 

 Principle 3: Businesses should uphold the freedom of association and the 

effective recognition of the right to collective bargaining; 

 Principle 4: the elimination of all forms of forced and compulsory labour; 

 Principle 5: the effective abolition of child labour, and 



 Principle 6: the elimination of discrimination in respect of employment and 

occupation. 

 

Environment 

 

 Principle 7: Businesses should support a precautionary approach to 

environmental challenges; 

 Principle 8: undertake initiatives to promote greater environmental 

responsibility; and 

 Principle 9: encourage the development and diffusion of environmentally 

friendly technology. 

 

Anti-corruption 

 

 Principle 10: Businesses should work against corruption in all its forms, 

including extortion and bribery. 

 

 

Source: http://www.unglobalcompact.org/aboutthegc/thetenprinciples/index.html 

   

 

http://www.unglobalcompact.org/aboutthegc/thetenprinciples/index.html


Annexure – IV 

 

UN Millennium Development Goals 

 

 At the Millennium Summit in September 2000 the largest gathering of world 

leaders in history adopted the UN Millennium Declaration, committing their nations to 

a new global partnership to reduce extreme poverty and setting out a series of time-

bound targets, with a deadline of 2015 that have become known as the Millennium 

Development Goals. 

 

The goals (MDGs) are: 

1. Eradicate Extreme Hunger and Poverty 

2. Achieve Universal Primary Education 

3. Promote Gender Equality and Empower Women 

4. Reduce Child Mortality 

5. Improve Maternal Health 

6. Combat HIV/AIDS, Malaria and other diseases 

7. Ensure Environmental Sustainability  

8. Develop a Global Partnership for Development 

 

The United Nations Millennium Campaign, started in 2002, supports and 
inspires people from around the world to take action in support of the Millennium 
Development Goals. 

 

“The Millennium Development Goals set time bound targets, by 
which progress in reducing income poverty, hunger, disease, lack of 
adequate shelter and exclusion – while promoting gender equality, 
health, education and environmental sustainability – can be measured.  
They also embody basic human rights – the rights of each person on 
the planet to health, education, shelter and security.   The Goals are 
ambitious but feasible and, together with the comprehensive United 
Nations development agenda, set the course for the world’s efforts to 
alleviate extreme poverty by 2015.” 

 
United Nations Secretary–General, Ban Ki-Moon 

 
Source1: http://www.unmillenniumproject.org/goals/index.htm 
Source2: http://www.un.org/millenniumgoals/bkgd.shtml  

http://www.unmillenniumproject.org/goals/index.htm
http://www.un.org/millenniumgoals/bkgd.shtml


Annexure – V 

OECD Guidelines for Multinational Enterprises 

The OECD Guidelines for Multinational Enterprises are non-binding 

recommendations covering all major areas of business ethics addressed by 

governments to multinational enterprises operating in or from adhering 

countries.  The Guidelines were adopted on 21 June 1976 by OECD member 

states.  The last update of the OECD Guidelines was adopted in May 2011.  

The new text introduces provisions on human rights, workers and wages, and 

climate change.  It establishes that enterprises should avoid causing or 

contributing to adverse impacts through their own activities or through business 

relationships, and it recommends that companies exercise due diligence to 

ensure they live up to their responsibilities. 

 

Content 

The OECD Guidelines provide voluntary principles and standards for 

responsible business conduct in the following areas: 

- Information disclosure  

- Human Rights 

- Employment 

- Combating bribery, bribe solicitation, and extortion 

- Consumer interests 

- Science and technology 

- Competition and  

- Taxation 

Core issues include: 

- Respect for labour standards 

- Contribution to sustainable development 

- Respect for human rights 

- Environment protection 

- Combating Bribery and corruption 

- Whistle-blower protection 

- Supply chain responsibility 

Source: http://oecdwatch.org/about-oecd/guidelines 

http://oecdwatch.org/about-oecd/guidelines





























































































































































	1-CHAPTER V
	2-CHAPTER V
	3-CHAPTER V
	4-CHAPTER V
	5-CHAPTER V
	6-CHAPTER V
	7-CHAPTER V
	8-CHAPTER V
	9-CHAPTER V
	10-CHAPTER V
	12-No
	13-mou0910
	14-mou0911
	15-mou0912
	16-mou0913_19062014
	17-mougl1112
	18-R&D
	19-Sustainable_Dev
	20-SD_Guidelines
	21-MoU2013-14
	22-Revised_CSR_Guidelines
	23-OM1314
	24-MoU2014-15
	25-Faq
	26-MoU_GL_2015-16_scan
	27-Corrigendum_MoU_ 2015-16

