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1. CODE OF CONDUCT FOR THE BOARD OF DIRECTORS AND THE SENIOR MANAGEMENT
I. Preface:
Over the years, the Company has been conducting its business with very high ethical and moral
standards. This has resulted in gaining reputation as a professionally managed company by allits
members. As the Company grows and expands its wings globally, it is extremely important to
continue to exhibit high levels of ethical standards and professional behavior in everything that the
Company does.
This Model Code of Conduct for Directors & Senior Management personnelis a guide to help Senior
Management team & Directors on the Board of Incap. Though it summarizes many of the laws that
Incap, as a Company is required to follow, it also goes beyond the legal minimums by describing
the ethical values we share at Incap.
The rules and principles set forth in this Code are general in nature and the compliance with the
Code shall be ensured read with other applicable policies and procedures of the Company. The
Directors and Senior Management personnel may contact the Compliance Officer for assistance
in interpreting the requirement of this Code.
The Board of Directors of the Company adopted this Code of Conduct and Ethics as a testimony
of its commitment to adhere to the standards of loyalty, honesty, integrity and the avoidance of
conflicts of interest. This code is a capsule of the moral, legal and professional obligations of the
Directors and all executives. The Specific provisions of law or rules or regulations or contract shall
prevail over the general obligations.
This model code of conduct shall be reviewed by the Board from time to time so as to keep in pace
with the regulatory environment and any amendments to this Code, shall be approved by the Board
of Director.
1. Applicability:
The Directors both executive and non executive, are obliged to carry out their duties in an honest,
fair, diligent and ethical manner, within the scope of the authority conferred upon them and in
accordance with the laws, rules, regulations, agreements, guidelines, standards and internal
policies and procedures. The Board of Directors of the Company is entrusted with the fiduciary
responsibility of oversight of the affairs of the Company. As Directors of the Company, they have a
duty to make decisions and implement policies in the best interest of the Company and its
members.
The Code of Conduct is applicable to:
The Directors, both executive and non-executive Directors.Senior Management team comprising
members of Management one level below the Executive Directors, including all functional heads.
Ill. Honest & Ethical Conduct:
The Directors & Senior Management personnel are required to act in accordance with the highest
standards of personal and professional integrity, honestly, ethical and legal conduct, when acting
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on behalf of the Company or in connection with the Company’s business or operations and at
social events.

An honest conduct is considered as such when a conduct is free from fraud or deception. We
consider ethical conduct to be conduct conforming to the accepted professional standards of
conduct and include ethical handling of actual or apparent conflicts of interest between personal
and professional relationships.

The Directors and the Senior Management personnel shall Act honestly, fairly, ethically, with
integrity and loyalty and conduct themselves in a professional, courteous and respectful manner;
Actin the best interest of the Company and in a manner to enhance and maintain the reputation of
the Company, and fulfill their fiduciary duties to the members of the Company;

Act in good faith, with responsibility, due care, competence, diligence and independence;
Treat their colleagues and other associates of the Company with dignity and shall not harass any of
them in any manner.
V. Code of Interest:
General Guidance
The Directors and Senior Management personnel are expected to avoid and disclose any activity
or association that creates or appears to create a conflict between the personal interests and the
Company’s business interests. A Conflict of interest exists where the interests or benefits of one
person or entity conflict with the interest or benefits of the Company. Relationships with
prospective or existing suppliers, contractors, customers, competitors or regulators must not
affect the independent and sound judgment on behalf of the Company. General guidelines to better
understand several of the most common examples of situations that may cause a conflict of
interest are listed below. Directors & the senior management personnel are required to disclose
to the Board any situation that may be, or appear to be, a conflict of interest. When in doubt,
Disclose.

a. Outside Employment:
Executive Directors and Senior Management personnel shall not work for or receive payments for
services from any competitor, customer, distributor or supplier of Incap without approval of the
Board. Any outside activity must be strictly separated from Incap employment and should not
harm job performance at Incap. The Executive Directors and the Senior Management personnel
shall devote themselves exclusively to the business of the Company and shall not acceptany other
work or assignment (parttime or otherwise).
b. Board Memberships:
Serving on the Board of Directors or a similar body of any other company or organization other than
this company or government agency requires the advance approval of the Board of
Directors.Acceptance of Directorship on the Boards of other Companies, which compete, with the
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Company amounts to conflict of interest and hence should not be accepted. Helping the
community by serving on Boards of nonprofit or welfare organizations is encouraged, and does not
require prior approval.

c. Family Members and Close Personal Relationships:

Directors and Senior Management personnel shall not use personal influence to make the
Company do business with a company/ institution which do not belong to the same group in which
his or her relatives are interested. As a general rule, Directors and Senior Management personnel
shall avoid conducting Company’s business with a relative or with an entity in which a relative is
associated in any significantrole. In case of conflicts, be it a Director or Senior Management cadre,
disclosure shall be made to the Board of Directors and a prior approval shall be obtained.

d. Gifts : (Gifts are not always physical objects they might also be services, favors or other items
of value). The Directors and Senior Management personnel shall not accept lavish gifts or gratuities
or any offer, payment, promise to pay, or authorization to pay any money, or anything of value that
could be interpreted to adversely affect business decisions or likely to compromise their personal
or professional integrity. Gift items of nominal value, such as small promotional items bearing
another company’s name, business meals, gifts received because of personal relationships and
not because of official position, mementos received because of attending a widely held gatherings
as panelist/ speaker and other customary gifts are allowed. Gifts on behalf of the Company —-Some
business situations call for giving gifts. These gifts shall be legal and reasonable. Directors and
Senior Management personnel shall not pay bribes. It is understood that gift-giving practices vary
among cultures and countries. Directors and Senior Management personnel shall not provide any
gift if law or the policy of the recipient’s organization prohibits it. For example, the associates of
many government entities around the world are prohibited from accepting gifts.

e. Investments:

Directors and Senior Management personnel may not allow their investments to influence, or
appear to influence, their independent judgment on behalf of the Company. This could happen in
many ways, but it is most likely to create the appearance of a conflict of interest if a Director or
Senior Manager has a significant investment in a competitor, supplier, customer, or distributor and
his decisions may have a business impact on this outside party. The Directors and Senior
Management personnel shall seek prior consent of the Board before making any investments more
than 5% of the paid up capital of the other entity.

f. Diversion of Business:

Directors and Senior Management personnel shall not divert business opportunities of the
Company, by exploiting for their own personal gain, business opportunities that are discovered
through the use of corporate propriety information or position. However the Directors and Senior
Management personnel can pursue such business opportunities once they are fully disclosed to
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the company and the company declined to pursue such opportunities.

g. Use of Company’s Assets:

The Assets of the Company shall be used for legitimate business purposes and shall not be used
for personal purposes. Incidental personal use, if reasonable, does not amount to violation of the
code.

h. Others:

It would be impracticable to attempt to list all possible conflict of interest’s situations and it is
possible that other such situations, which are not enumerated above, may arise
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MANAGEMENT DISCUSSION AND ANALYSIS REPORT

The Management Discussion and Analysis presented in this Annual Report focuses on the theme of
‘Faster, Higher and Stronger’ which was the Company-wide initiative to continue on the path of profitable
growth. The company has got the profit before tax Rs. 0.89 Crores during the year. The organization
structure, various strategies followed and processes implemented, along with excellent team-work, a
strong management and leadership has enabled the Company to move forward on the path of profitable
growth.

Overall Business Review

Incap Limited is a 30-year-old focused Company, with interests in the Manufacturing and Production of
Capacitors. The costs of inputs in key raw materials continued to escalate, thereby affecting the material
costs adversely. The industry withessed intense competition for market share and significant pressures
on margins and profits. The Company continued its focus on enhancing revenue growth. Various actions
in terms of cost reduction, value engineering, competitive sourcing and improving credit discipline have
been undertaken. There has been a significant progress in the Industry.

Industry structure and developments:

In India the demand for Electrolytic Capacitor is around 4 to 5 billion capacitors (approx) in all
segments. The total production in India for this component is negligible, since the market is either in the
hands of Chinese or Japanese due to mass scale and quality product of Japanese. The output in the
Indian Industry would be hardly 150 m pcs per annum.

The costfactor is also a major constraintin determining the sale since we are banking for all raw materials
sources either from China or Japan and our raw materials are totally imported since there is hardly any
supplier big enough to support even a small rubber bung in India. Backward Integration is negligible.
There is a hope that the Indian Industry has an upper hand to manufacture and support the local Industry
and that too in segments like LED since this is going to have a market for the next, one decade is the
analyst view further the cost of all things in China and Japan is likely to be high even the Labor. So India
could be their next destination.

Anyhow progress and growth would be not less than 10% since there is umpteen area of vacuum by
which we can improve our sale.

The competition like any other Industry we will face tough times on pricing from the Chinese but
everything can be overcome with quality and faster delivery. Presently anyhow Chinese and Japanese
have the maximum share in the Electrolytic Capacitor market.

Opportunities and threats:

We have been focusing on the Business to Business oriented businesses. After having established
ourselves amongst the top few companies in the entire market Endeavour to establish ourselves with
more growth and performance.

Due to the strong linkage of the manufacturing industry to the economy, such an event would adversely
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impact growth in the short term for the Company.

Competition: Competition whether domestic is always a challenge and transforming challenges into
opportunities has been a practice at Incap.

Cost of Raw material: Aluminum Foil, Aluminum Cans, Lead Tabs, Electrolyte being a major raw material
to our business, its cost may affect our contribution margins. Company had adopted various measures
to minimize the effect of escalating prices of raw material.

The new initiatives will bring new challenges in near future. We believe that we have sufficient
management bandwidth to pass through these cycles with past experiences.

Outlook:

Domestic economic indicators are expected to improve, led by positive prospects in Government
Spending and several government schemes. Indian economic activity is expected to improve modestly,
driven by global economic revival and moderation in inflation. Upside pressures on inflation and
consumption, hinge on the vagaries of the monsoon and the pace of revival of the investment climate will
determine to a very large extent India’s economic performance, going forward.

Manufacturing and Government spending are expected to grow, its’ an opportunity for the Industry, in
general and for your Company, in particular.

Risks and areas of concern:

Taking risk is an inherent part of entrepreneurial behavior. A structured risk management process
encourages management to take risks in controlled manner. In order to provide a comprehensive view of
business activities, risks are identified in a structured way combining elements of a top-down and
bottom-up approach. Risks are reported on a regular basis as part of the “Business Performance
Management” process. All relevant risks and opportunities are prioritized in terms of impact and
likelihood, considering quantitative and/ or qualitative aspects. The bottom-up identification and
prioritization process is supported by conducting workshops with the respective management at
Factory and Corporate function level. This top-down approach ensure that potential risks and
opportunities are discussed on management level and are included in the subsequent reporting
process, if found to be applicable.

Company has a structured risk management process to address different risk

categories: Strategic, Operational, Compliance and Financial risks

Strategic Risks: As Company’s business is completely domestic; its business environment is
influenced by economic conditions. Factors like fluctuation of energy & raw material price, intellectual
property rights, product awareness & brand recognition etc. are part of its strategic risk management.
Product creation process and/ or increased speed in innovation to market is important for profitable
and growth ambitions.

Operational Risks: Ensuring timely delivery of new solutions and products at lower cost and upgrading
of customer service levels to create sustainable competitive advantage and effective supply chain
management is very much required amongst other things, to enhance time to market & product quality.
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Compliance Risks: Company’s presence exposes the Company to regional and local regulatory laws,
rules and regulations, which may interfere with the realization of business opportunities operates.
Strengthening internal control, corporate governance & IT systems play vital role in mitigation of
compliance risks.
Financial Risks: Corporate control, together with respective functional management, performs an
assessment of Financial Reporting risk at appropriate interval or at least annually. Risk Mitigation to
mitigate the aforesaid risks have been identified and addressed under the supervision of a team of
Senior management.
The Company is in process of reviewing existing policies & procedures and developing/ documentation
of Standard Operating Procedures (SOP) for all requisite processes. This will facilitate better control,
uniformity & efficiency across various processes of the organization.
Internal control systems and their adequacy:
The Company believes that good corporate governance is the adoption of best business practices
which ensure that the Company operates not only within the regulatory framework but is also guided by
ethics and a strong belief in the tradition of trust.
The following committees are in place to ensure effective corporate governance:

i. Board of Directors ii. Audit Committee

iii. Remuneration Committee iv. Shareholders Grievance Committee
Material developments in Human Resources/ Industrial Relations front, including humber of people
employed. The Company believes that its human resource has played the most important role in
enabling the Company to embark upon a more prosperous future. The Company has invested on its
human resource by providing appropriate training and developmental inputs along with career progress
opportunities to deserving employees. The Company’s focus on having good people related processes
in terms of recruitment, training, performance appraisal and performance rewards have been well
received by all the employees.
Cautionary Statement:
Statements in the Management Discussion and Analysis, describing the Company’s strategies on
business, projections and estimates, are forward-looking statements. The actual results may vary from
those expressed orimplied, depending upon economic conditions, Government policies, regulations, tax
laws and other incidental factors.



