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VZ ‘H UHTAMAKI-PPL

We believe that ‘Packaging Solutions’ is an
exciting incessant journey with infinite
potential. A journey, which fosters dynamism
in innovative materials, applications,
structures, products and processes.

Today, PPL offers a multi-dimensional
portfolio of packaging solutions, with
functionality, product protection as well as
valuable shelf appeal. Our portfolio includes;

Flexible Packaging
Specialised Pouches

Package Protection & Decoration
Technologies (Labelling Options)

Specialised Cartons

Packaging Machines

Barrier Metallised & Holographic Options
Others - Cylinders, Blown Films, Webs

Our diverse product portfolio is developed
through numerous meticulous processes of
modern manufacturing. We harness a
multitude of technologies under one roof, to
service the demands of numerous custom-
ers, diverse in their expectations. With our
imprints present accross India, we are strate-
gically positioned to cover a wide spectrum
of the Indian Packging Industry.
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M E SSAG E The Paper Products Lid.
F RO M T H E At the time of writing this letter we have begun celebrating

our Platinum Jubilee Year.! It was 75 years ago in 1935 that

MANAG I N G The Paper Products (PPL) started as a small manufacturing

unit set up in a warehouse in Lahore to manufacture the then

India’s first machine made printed packaging from paper.
D I RECTO R Post partition PPL shifted location to Delhi, and began the
task of setting up manufacturing facilities in Delhi, and in the
then Bombay, and in Thane. To help our Founder achieve
this purpose, PPL became a public limited company in 1950,

and therefore this is our 60th Annual Report. | am happy to
report that the 60 years have seen uninterrupted dividends.

We look back at our history with gratitude, with pride, with
humility.

With gratitude to the Almighty to have given our Founder,
Sardari Lal Talwar, the vision and entrepreneurship to set us
up in 1935. With gratitude to all our stakeholders with whose
support we continue as a strong leader of the packaging
sector in India and in the surrounding region.

With pride that we pioneered Flexible Packaging in the Indian
sub-continent....... that since inception virtually every form
of modern flexible packaging was introduced by PPL into
the Indian market......... that we have embedded a strong
foundation of values and ethics into our operating DNA.....
that our modern flexible packaging is helping reach products
safely and healthily to the Indian consumer........ that today
we have a strong reputed parent in Huhtamaki Oyj, Finland, one of the world’s leading consumer packaging specialists.....
that we are proudly participating in Huhtamaki’s 90th year celebrations !

We are humbled by the fact that there is yet so much we need to do, yet so much we need to improve, before we can truly
say that yes we fully represent the very best in the world. And we humbly but firmly dedicate ourselves to this task.

In terms of performance the year 2009 was a bit of a mixed bag for PPL. On the bright side, in 2009 the underlying Profit
before tax of almost Rs.500 million (mn) was a record in absolute terms. EPS increased by 75% to Rs. 5.96 from Rs.3.40
in 2008. The Board has recommended an increased dividend of Rs.2 per share (100%) from Rs.1.80 per share (90%) in
2008, plus, a One Time Platinum Jubilee dividend of Re.1.0 per share (50%). Regarding balance sheet, our Debt:Equity
ratio is only 0.09:1.0.

On the negative side our sales fell by 5.6% to Rs.5777 mn. Only partially this is explained as an impact from slow market
conditions in some products where we provide packaging. Ironically, our major business excellence project of ERP roll out
created temporary serious blockages in our supply chain which seriously impacted sales. However, this is now behind
us, and once the ERP system is functioning near potential then substantial efficiency benefits can be expected. The newly
reconstructed Thane plant is now fully operational and looks in every way an absolute world class facility.

In 2010 we are committed to profitable and satisfactory sales growth. Company wide hard work is on towards ensuring
this objective is achieved.

Taking a medium term outlook, we are fully conscious that we must take full advantage of the opportunities presented by
an Indian market which is now clearly on a growth path. We are actively strengthening our people organization. We are
working on improving and expanding our product portfolio, and we will invest as needed.

| take this opportunity to warmly thank our People, our Shareholders, Customers, Suppliers, Business Associates, our
Board of Directors, and our Huhtamaki group colleagues for their efforts, kind support and encouragement.

Suresh Gupta
March 2010
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VZ ‘H UHTAMAKI-PPL

WORLD STAR

AWARDS 2009

Bayer Seeds Carton with Security Seal

e

e e
y. o A X

Parachute Therapie Haldiram’s Kaju Barfi Carton Britannia Bourbon Britannia Pure Magic
Metallic Sleeve Relaunch Pack Canister Pack

PRCASTAR

Nature Nuts Cartons Tilda Rice Specialised Laminates  Lacto Calamine Sleeves
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BOARD OF
DIRECTORS

Kl Mr. K. C. Narang *
Chairman

He is B.A., L.L.B and FCA. He is
a former partner of Dalal Desai &
Kurana and a past president of
Bombay Chartered Accountants
Society. He has been a Director
of the Company since July 1981
and served as Chairman of the
Board of Directors since April
2003.

* [Chairman till 10th March 2010
and appointed as Chairman of the
Audit Committee w.e.f. 10th March
2010]

P2 Mr. Suresh Gupta *
MD & CEO

He did his Masters in Manage-
ment (MMS) from Jamnalal Bajaj
Institute of Management Studies,
Mumbai. He has diverse man-
agement experience of over 36
years, including 22 years in the
Company. He was appointed
as Managing Director since May
1994. He also holds the posi-
tion of EVP, Flexibles Global and
member of the Group Executive
Team of Huhtamaki Oyj., the ulti-
mate holding Company.

# [Re-designated as Chairman &
Managing Director of the Company
w.e.f. 10th March 2010]

Mr. Jukka Moisio, Director
He holds Masters degree in
Science (Econ) and MBA and
has worked with Ahlstrom Corp
(1991-2008) before joining Huhta-
maki Oyj in the year 2008. He is
holding the position of CEO and
Chairman of Group Executive
Team of Huhtamaki Oyj. He has
been nominated as Director by
Huhtavefa B. V. on PPL Board of
Directors w.e.f. 23rd April 2008

A Mr. Arun Gandhi, Director

He is a Fellow Member of both,
the Institute of Chartered Ac-
countants of England & Wales
and the Institute of Chartered Ac-
countants of India. Besides, He
is an associate member of the
Chartered Institute of Taxation,

London. He is on the Board of
number of Tata Companies in In-
dia and abroad. He has been an
Independent Director of the Com-
pany since March 2002.

I Mr. Ramesh Kumar Dhir
Director
He is a Fellow Member of the In-
stitute of Chartered Accountants
(England & Wales) and also a
Fellow of the Institute of Manage-
ment (U.K.). He has wide corpo-
rate management experience of
over 37 years working with Peat
Marwick, London and a US Mul-
tinational with operations in India
and overseas. He is currently the
President and on the Board of
Council for Fair Business Practic-
es. He has been an Independent
Director of the Company since
March 2002.

Id Mr. P. V. Narayanan
Director

He is a Post-Graduate in Chem-
istry, and Diploma in Marketing
Management. He has 42 years
of experience in the field of pack-
aging covering various positions
of eminence. He has also been
conferred with the Honorary
Membership by the Asian Pack-
aging federation. He has been
awarded the Fellow of Institute
of Packaging (F. Inst. Pkg) UK
and Chartered Scientist (CS) by
the Science Council, UK. He is
the Chair Professor and Advisor
of the SIES School of Packag-
ing. He has been an Independent
Director of the Company since
March 2002.

Mr. Johann Sippel
Director

He holds post graduate degree
of Certified Accounting Special-
ist (CCl) from Germany. He has
over 24 years of experience in-
cluding 20 years in Huhtamaki
Group companies in different
roles. He currently holds posi-
tion of Vice President Finance,
Flexibles Packaging, leading the

The Paper Products Ltd.

finance function for this segment
of Huhtamaki Oyj since 1st Jan
10. He has been nominated as
Director by Huhtavefa B. V. on
PPL Board of Directors w.e.f.
27th January 2010.

I3 Mr. C.N. Murthy, ED & COO
He is a B.Tech (Hons) in Mechan-
ical Engineering from IIT Kharag-
pur. He has been Wholetime
Director of the Company since
February 2005. He has diverse
experience of over 35 years in
the field of packaging including
14 years in the Company.

E1 Mr. Vibhu Talwar, Director
He graduated with honours in
mathematics and economics
from Oberlin College. He is the
COO of The Moolchand Health-
care Group, which is viewed to
be a leader in the healthcare ser-
vices space in India. Prior to as-
suming his current role in 2002,
he was associated with Salomon
Smith Barney (real estate Merger
& Acquisitions) and JP Morgan,
London and Singapore for over 6
years. He has been a Director of
the Company since April 2003.

il Mr. Timo Salonen
Alternate to Mr. Jukka Moisio
He holds Masters degree in Sci-
ence (Econ) and Masters degree
in Law. His career at Huhtamaki
Oyj started in the year 1991 and
he has held several different
roles. He is currently the Chief
Financial Officer of Huhtamaki
Oyj. Prior to joining Huhtamaki
Oyj he worked with Partek Corpo-
ration (1983 — 1991), with several
different roles, the last position
held was of a Division Controller,
Partek Concrete International,
Belgium.

EEl Mr.Juha Salonen, Alternate
to Mr. Johann Sippel

He holds Masters degree in
Law and B.Sc (Econ). He joined
Huhtamaki Oyj in the year 1983
and since then held several dif-

ferent roles. He is currently the
Senior Vice President, Adminis-
tration and General Counsel and
also the Secretary of the Board of
Directors of Huhtamaki Oyj.
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(Rs. in Million )

2009 2008 2007 2006 2005 2004 2003 2002 2001 2000
OPERATING RESULTS
Net Sales 5776.9 6120.9 5320.6 4646.7 3982.9 3617.8 3525.3 2988.9 2511.6 2423.2
Other Income 79.0 102.0 106.2 111.6 94.9 55.1 37.6 18.8 20.0 30.8
Operating Expenses 5049.4 5629.2 4751.2 4096.5 3435.8 3105.5 2954.4 2415.2 2090.1 2093.1
EBDIT 806.5 593.7 675.6 661.8 642.0 567.4 608.5 592.5 441.5 360.9
Depreciation & Amortisation 311.5 286.2 288.6 230.7 249.8 224.7 223.5 2111 201.1 179.5
EBIT 495.0 307.5 387.0 431.1 392.2 342.7 385.0 381.4 240.4 181.4
Interest (Net) 0.7) 9.8 17.3 3.0 5.4 6.2 5.8 23.7 45.7 64.6
Profit before Tax & Extraor- 495.7 297.7 369.7 428.1 386.8 336.5 379.2 357.7 194.7 116.8
dinary ltems
Extraordinary/ - - (31.8) 120.8 (8.0) - - - (3.6 -
Exceptional Items
Profit before Tax & after 495.7 297.7 337.8 548.9 378.8 336.50 379.20 357.70 191.1 116.80
Extraordinary/Exceptional
Items
Provision for Tax 122.0 84.8 54.1 149.7 102.1 95.4 100.0 106.2 39.4 8.3
Profit after Tax 373.7 212.9 283.7 399.2 276.7 2411 279.2 251.5 151.7 108.5
EBDIT to Sales % 13.96% 9.70% 12.70% 14.24% 16.12% 15.68% 17.26% 19.82% 17.58% 14.89%
EBIT to Sales % 8.57% 5.02% 7.27% 9.28% 9.85% 9.47% 10.92% 12.76% 9.57% 7.49%
PBT to Sales % (before 8.58% 4.86% 6.95% 9.21% 9.71% 9.30% 10.76% 11.97% 7.75% 4.82%
Extraordinary/Exceptional
Items)
Earning Per Share 5.96 3.40 4.53 6.37 4.41 3.85 4.45 4.01 2.29 1.48
Cash Earning Per Share 10.93 7.96 9.13 10.05 8.39 7.37 7.89 7.17 5.34 4.24
Preference Dividend % - - - - - - - - *12 12
Equity Dividend % **%150 90 90 90 70 60 **150 50 35 35
FINANCIAL POSITION
Equity Share Capital 125.4 125.4 125.4 125.4 125.4 125.4 125.4 125.4 125.4 125.4
Preference Share Capital - - - - - - - - - 70.0
Reserves & Surplus 2490.1 2336.3 2257.3 21131 1842.4 1669.8 1514.2 1499.7 1242.8 1263.2
Shareholders Funds 2615.5 2461.7 2382.7 2238.5 1967.8 1795.2 1639.6 1625.1 1368.2 1458.6
Loan Funds 239.3 498.1 671.5 337.8 162.9 130.2 102.6 91.8 284.2 384.2
Deferred Tax Liability (Net) 67.7 69.0 85.2 83.9 60.2 89.9 96.2 75.0 133.5 -
Gross Fixed Assets 4546.1 3993.9 3890.3 3112.0 2968.6 2936.7 2489.5 22593 2222.7 2149.2
Net Fixed Assets 1987.8 1636.6 1778.1 1100.6 1166.5 1337.8 1093.6 1078.5 1233.4 13349
Capital Work in Progress 45.7 468.9 367.0 866.4 185.0 27.2 48.5 199.4 6.0 21.9
Investments 310.3 169.8 138.1 5.2 82.5 98.0 311.0 3.6 2.0 6.1
Current Assets 2094.0 2019.2 2056.1 1659.0 1634.3 1353.6 1188.8 1109.3 1050.0 949.2
Current Liabilities 1515.3 1265.7 1199.9 971.0 877.3 801.8 807.6 626.5 546.2 499.7
Net Current Assets 578.7 753.5 856.2 688.0 757.0 551.8 381.2 482.8 503.8 449.5
Miscellaneous Expenditure - - - - - 0.5 4.2 27.6 40.5 30.5
Capital Employed 2922.6 3028.8 3139.4 2660.2 2191.0 2015.3 1838.5 1791.9 1785.7 1842.8
Hokok Includes One Time Platinum Jubilee Dividend @ 50%
Hok Includes One Time Dividend @ 100%

* Prorata




The Paper Products Ltd.

DIRECTORS REPORT

Your Directors have pleasure in presenting the 60" Annual Report along with the Audited Statement of Accounts for the year ended
315 December 2009.

PERFORMANCE DURING THE YEAR

Your company’s performance during the year is summarized below:

(Rupees in Million)

2009 2008
Net Sales 5776.9 6120.9
Profit Before Tax 495.7 297.7
Less: Provision for Current Tax 122.0 96.0
Provision for Deferred Tax (1.2) (16.2)
Provision for Fringe Benefits Tax 1.2 5.0
Profit after Tax 373.7 212.9
Add: balance of profit for earlier years 849.9 790.3
Profit available for appropriation 1223.6 1003.2
Transfer to General Reserve 37.4 21.3
Proposed Dividend on Equity Shares & Dividend Tax thereon 146.7 132.0
Proposed one time Platinum Jubilee Dividend on Equity Shares &
Dividend tax thereon 73.3 -
Balance Carried forward 966.2 849.9

During the year under review, the net sales were Rs. 5776.9 million as compared to Rs. 6120.9 million in the previous year. Profit
Before Tax was Rs. 495.7 million as compared to Rs. 297.7 million in the previous year.

After providing for Income Tax of Rs. 122.0 million, Profit after tax was Rs. 373.7 million. Further after transferring an amount of
Rs. 37.4 million to General Reserve, the amount available for appropriation was Rs. 1186.2 million including amount brought
forward of Rs.849.9 million of previous year. The Earning per Equity Share (EPS) was Rs. 5.96.

CORPORATE GOVERNANCE

A separate report on Corporate Governance measures adopted by the Company forms part of this report.

Certificate from the Statutory Auditors of the Company regarding compliance with the conditions of Corporate Governance as
stipulated under Clause 49 of the Listing Agreement is attached to the said Corporate Governance Report.

DIVIDEND

Your Directors recommend the payment of dividend of Rs. 2/- per equity share, i.e. @ 100% on the Equity Capital for the year
ended 31st December 2009. In addition to this, they also recommend a one time Platinum Jubilee dividend of Re. 1/- per equity
share. The said Equity dividends will absorb a sum of Rs. 220 million including the dividend distribution tax thereon.

FIXED DEPOSITS

The Company did not invite or accept deposits from public and/or shareholders during the year under review. As of 31% December
2009 there was no fixed deposit pending with the Company.

STATUTORY DISCLOSURES

The information relating to conservation of energy, technology absorption and foreign exchange earnings and outgo as required
under Section 217(1)(e) of the Companies Act, 1956 read with the Companies (Disclosure of Particulars in the Report of Board of
Directors) Rule, 1988 forms part of this report as Annexure I.
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DIRECTORS REPORT (contd.)

In terms of the provisions of Section 217 (2A) of the Companies Act, 1956, read with the Companies (particulars of Employees)
Rules, 1975 as amended, the names and other particulars of the employees are set out in the annexure to the Directors’
Report. However, as per the provisions of Section 219 (b) (iv) of the said Act read with Clause 32 of the Listing Agreement,
the Annual Report excluding the aforesaid information is being sent to all the members of the Company and others entitled
thereto. Any member interested in obtaining such particulars may write to the Company Secretary at the registered office of
the Company.

DIRECTORS

a)  Mr. Suresh Gupta and Mr. Ramesh Kumar Dhir, retire by rotation at this Annual General Meeting and being eligible have
offered themselves for re—appointment.

b)  Mr. Jukka Moisio was appointed as Director in casual vacancy, in the meeting of Board of Directors of the Company held
on 23rd April 2008, arising due to withdrawal of nominee directorship of Mr. Heikki Takanen by the Holding Company,
M/s Huhtavefa B V. in terms of the provisions of Section 262 read with Sections 255 and 256 of the Companies Act 1956,
Mr. Jukka Moisio will hold office as Director only upto the date of this Annual General Meeting. A notice has been received
from a member proposing the name of Mr. Jukka Moisio for election to the office of Director and therefore necessary agenda
item for his appointment as director forms part of notice of 60th Annual General Meeting.

c)  Mr. Henricus Beek ceased to be director of the Company, in view of withdrawal of nomination by the Holding Company
and in his place Mr. Johann Sippel has been appointed as director in casual vacancy with effect from 27th January 2010.
Consequently Mr. Juha Salonen, who was alternate director to Mr. Henricus Beek, has been appointed as alternate director
to Mr. Johann Sippel.

d)  Your Directors at their meeting held on 10th March 2010 have re-designated Mr. Suresh Gupta as the Chairman & Managing
Director of the Company. Mr. K C Narang will continue to be an Independent Director of the Company and your Directors
and the Company will continue to benefit from his advice and guidance.

e)  Your Directors at their meeting held on 10th March 2010 appointed Mr. M K Srinivasan as additional director with effect
from 25th March 2010, to be designated as Chief Executive Officer & Executive Director of the Company. Mr. M K Srinivasan
brings with him more than 26 years of rich and varied experience. Your Directors welcome him on Board and are confident
that under his able stewardship your Company will achieve the goals it has set forth for itself. In terms of Section 260 of the
Companies Act 1956, he would hold office till the date of the ensuing Annual General Meeting. A notice has been received
from a member proposing his candidature for appointment as a Director and accordingly necessary agenda item relating to
his appointment as Director forms part of the Notice convening the 60th Annual General Meeting.

Your Directors have, at their Meeting held on 10th March 2010, reconstituted the Audit Committee of the Board by appointing
Mr. K C Narang, Independent Director as the Chairman of the Committee vice Mr. P V Narayanan who continues to be a member
of the Committee.

Your Directors place on record appreciation for valuable services rendered by Mr. Henricus Beek as Director, Mr. K C Narang as
the Chairman of the Board and Mr. P V Narayanan as the Chairman of the Audit Committee

MANAGEMENT DISCUSSION AND ANALYSIS

The Management Discussion and Analysis forms part of this Annual Report for the year ended 31 December 2009.

RECONSTRUCTION OF THANE PLANT

The reconstruction of Company’s Thane Plant and relocation of operations have been completed during the year and reconstructed
facility is full operational. The new facility was formally inaugurated on 28" January 2010 by Huhtamaki Group CEO Mr. Jukka
Moisio in presence of other directors and our respected customers.
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The Paper Products Ltd.

DIRECTORS REPORT (contd.)

ERP GO LIVE

The Company has implemented Oracle ERP system, which has gone live during October 2009. Due to black out period, teething
issues, sales in the month of October 2009 were severely affected. Since then the system is stabilizing and the Company is moving
towards normalized sales level.

DIRECTORS’ RESPONSIBILITY STATEMENT
On behalf of the Directors, | confirm that:

i) In the preparation of the annual accounts for the year ended 31 December, 2009 the applicable accounting standards have
been followed and there are no material departures.

ii)  Accounting policies have been selected and applied consistently and judgments and estimates made are reasonable and
prudent so as to give a true and fair view of the state of affairs of the company at the end of the Financial Year ended 31¢
December 2009 and of the profit or loss of the company for that period.

iii)  Proper and sufficient care has been taken for the maintenance of adequate accounting records in accordance with the
provisions of the Companies Act, 1956, for safeguarding the assets of the company and for preventing and detecting fraud
and other irregularities.

iv)  Annual accounts for the year ended 31 December 2009 have been prepared on a going concern basis.

AUDITORS’ REPORT

The Auditors’ Report does not contain any qualification and the Notes on Accounts referred to in the Auditor’s report are self
explanatory and therefore do not call for any further comments.

AUDITORS

The present Auditors of the Company, Messrs B S R & Associates, Chartered Accountants, have expressed their unwillingness
to be re-appointed as Auditors of the Company on their retirement at the forthcoming Annual General Meeting. The Board
records its appreciation for the assistance and guidance provided by them during their long tenure with the Company. The Board
recommends the appointment of Messrs S. V. Ghatalia & Associates, Chartered Accountants and a member firm of Ernst & Young
Global network, as Auditors of the Company from the conclusion of the 60th Annual General Meeting until the conclusion of the
61st Annual General Meeting of the Company on such remuneration as may be fixed by the Board of Directors of the Company.

INDUSTRIAL RELATIONS
Relations with our people at all the units continued to be cordial.
Your Directors wish to express their appreciation for the support and co-operation received from Banks, Government Authorities

and Shareholders during the year under review. PPL is a people’s company and your Directors place on record their appreciation
for the services rendered by our people.

By Order of the Board
For THE PAPER PRODUCTS LIMITED

Mumbai K. C. NARANG
10" March, 2010 Chairman
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ANNEXURE TO DIRECTORS REPORT
ANNEXURE - 1

A. CONSERVATION OF ENERGY:

Energy Conservation is an effective key value driver to reduce cost. Company has a well-structured energy management
system to initiate, facilitate and sustain energy conservation program throughout the organization. Regular efforts are taken
to optimize process parameters, modernize plant & machinery, and upgrade technology and equipment.

Company has been always conscious of the need for conservation of energy and several measures have been implemented
in all plants and corporate head office.

1. Solar water heating system installed in Thane factory canteen for hot water requirements in kitchen.

2. High efficiency forced air ventilation (FAV) system installed for meeting cooling & ventilation requirement in the Thane
production hall.

3. Regular cross-plant energy audits done to share best practices & benchmarking across plants.
4. A separate energy meter installed for CHQ building for regular monitoring & control of electricity usage.

5. High speed state of the art new printers, laminators & slitting machines installed in new Thane factory giving very high
energy efficiency.

6. Replacement of power transformer of automated type to provide constant voltage & reduce power losses in Hyderabad
& Thane plants.

7. Close monitoring & control of oil temperature in thermic fluid heaters started to optimize the fuel consumption.

8.  Conducting regular awareness & training program in all plants to impart the importance of energy conservation among
all associates.

9.  Design modification to improve the efficiency of FAV system in Silvassa.

B. TECHNOLOGY ABSORPTION, ADAPTATION & INNOVATION

The company has its Research and Development Centre at Thane, which is recognized by Department of Science and
Technology, Government of India.

The continuous impetus for customized packaging offerings with value-added features is central to our product development
and innovations programme, NASP — New Applications, Structures and Products & Processes. Our special focus has been on
introducing versatile pre-formed pouches across FMCG, for applications including ready-to-eat products, food, beverages,
tea, coffee, personal care, confectionery & bakery, agro-chemicals, pharmaceuticals, household products, automotive and
many others. We launched a block-bottom bag for confectionery to replace rigid format to not only provide good gravure
print but also savings for the highly competitive segment. Taint free structures were finished with specialty stand-up and
profile formats with closures for packing of water, flavoured water and liquid beverages. Gusseted bags with specialty valves
were developed for highly sensitive powder beverages.

Our innovations are designed and refined to provide enhanced packaging experience to our customer’s customer and
thereby helping sell the packaged product more. Laminates were developed which not only provide the essential protection
requirements but superior aesthetics to differentiate the product in the retail. A holographic pouch with reusable format for
pillow was one such unique product. Similarly holographic soap-wrappers for medicinal soaps helped to enhance its looks
as well as provide overt security feature.

The need of cost-out by customers propelled developments of high-line speed performance structures for laminates. Multi-
layered complex flexibles were developed for OTC and pharmaceutical products to launch single-dose packs at low price
points. Also, low-cost laminate structures were designed and introduced for very aggressively priced mass market products.
Print aesthetic enhancements through satin finish films were achieved for a variety of substrates and FMCG applications.

Our unique random codification concept was extended to wrap-around labels for enabling marketers to connect one-to-
one with their consumers. Metallic wrap-arounds were further refined and made robust for meeting more stringent labeling
needs. Full body shrink sleeves with transparent print and special effects were launched for providing a high-end brand
decoration solution.
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ANNEXURE TO DIRECTORS REPORT
ANNEXURE - 1 (contd.)

Metallised Cartons with more value-added print finish were developed for distinct categories of products that required
aesthetic upgrade and/or anti-counterfeit features. Offset printed board was used to develop a first-of-its-kind canister pack
with lid. Window metallised structures were developed to enlarge their applications across consumer goods and commodities
in organized retail.

We have been awarded one world star for our innovations during the year.

The expenditure on R & D during the year under report is as below:

a. Capital Rs. Nil
b.  Recurring Rs. 8.836 Mn
c. Total Rs. 8.836 Mn

Percentage of R & D expenses to total turnover is 0.15% (previous year 0.17 %)

C. FOREIGN EXCHANGE EARNINGS & OUTGO
1.  Foreign exchange earnings from the exports of the company’s products & services amounted to Rs.1264.434 million.

2. The outflow of foreign exchange during the year is disclosed in the notes to the accounts forming part of the balance
sheet.
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COMPANY’S PHILOSOPHY ON
CODE OF GOVERNANCE

PPL believes that good Corporate Governance is essential to achieve
long term corporate goals and enhance stakeholders’ value. Thus,
PPL’s philosophy on Corporate Governance isaimed atthe attainment
of highest level of transparency, accountability and compliance of
laws in all facets of operations, leading to best standards of Corporate
Governance.

It is PPL’s belief that good ethics make good business sense and
our business practices are in keeping with this spirit of maintaining
the highest level of ethical standards. The implementation of PPL’s
code for prohibition of Insider Trading exemplifies this spirit of good
ethics.

The Company complies with the requirements of Corporate
Governance as stipulated under Clause 49 of the Listing Agreement,
entered into with the Stock Exchanges where its shares are listed.
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CORPORATE GOVERNANCE

The Directors present the Company’s Report on Corporate Governance for the year ended 31st December 2009.

BOARD OF DIRECTORS

The Board of Directors of the Company (hereinafter referred as Board) comprises of a combination of executive and non-executive
Directors. The Board is headed by a non-executive Chairman who is not related to any promoter or person occupying management
positions at the Board level or at one level below the Board. The composition of Board is in line with requirement of Clause 49 of
the Listing agreement, which says that at least one half of the Board members should be Non Executive Directors and at least one
third of the Board members should be ‘Independent Directors’. The independent directors do not have any pecuniary relationship
or transactions with the Company, promoters or management, which may affect their judgment in any manner. The Directors are
eminently qualified and experienced professionals in business, finance and corporate management.

The policy formulation, evaluation of performance and the control function vest with the Board, while the Board Committees
oversee operational issues. The Board meets at least once in a quarter to consider amongst other business, the quarterly performance
of the Company and financial results. Directors attending the meetings actively participate in the deliberations at these meetings.

The composition of the Board and attendance at Board Meetings held during the financial year under review and the last Annual
General Meeting (AGM) is given below:

FY 2009
Name of the Director Category Attendance at
Board Meetings Last AGM
Mr. K. C. Narang Non-Executive, 4/4 Yes
Chairman Independent
Mrt. Suresh Gupta Executive 4/4 Yes
Managing Director & CEO
Mr. C. N. Murthy Executive 3/4 No
Executive Director & COO
Mr. Jukka Moisio* Non-Executive 2/4 Yes
Mr. Henricus Beek * Non-Executive 2/4 Yes
Nomination withdrawn w.e.f. 27.1.2010
Mr. Arunkumar R. Gandhi Non-Executive, Independent 3/4 Yes
Mr. P.V. Narayanan Non-Executive, Independent 4/4 Yes
Mr. Ramesh Kumar Dhir Non-Executive, Independent 4/4 Yes
Mr. Vibhu Talwar Non-Executive 1/4 Yes
Mr. Timo Salonen* Non-Executive 1/4 No
(Alternate to Mr. Jukka Moisio)
Mr. Juha Salonen* Non-Executive 0/4 No
(Alternate to Mr. Henricus Beek)

* Nominated as directors by the foreign promoters.

Fresh nominations by foreign promoters in Board Meeting held on 27" January 2010:

1. Mr. Johann Sippel appointed as a Director, in place of Mr. Henricus Beek to fill in the casual vacancy of Mr. Maurice
Petitjean.

2. Mr. Juha Salonen ceases to be alternate director to Mr. Henricus Beek and appointed as alternate director to Mr. Johann
Sippel w.e.f. 1*t February 2010.
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CORPORATE GOVERNANCE (contd.)

During the year 2009, four Board Meetings were held on 28" January 2009, 28" April 2009, 29" July 2009 and 28" October 2009
and the Annual General Meeting was held on 28" April 2009.

Directorships and Committee Memberships / Chairmanships in other public limited companies are given below:

As on 31% December, 2009
Name of the Director Other Directorships’ Committee positions?
Member Chairman
Mr. K. C. Narang Nil Nil Nil
Mr. Suresh Gupta Nil Nil Nil
Mr. C. N. Murthy Nil Nil Nil
Mr. Jukka Moisio Nil Nil Nil
Mr. Henricus Beek Nil Nil Nil
Mr. Arunkumar R. Gandhi 7 3 Nil
Mr. P.V. Narayanan 1 Nil Nil
Mr. Ramesh K. Dhir Nil Nil Nil
Mr. Vibhu Talwar Nil Nil Nil
Mr. Timo Salonen Nil Nil Nil
Mr. Juha Salonen Nil Nil Nil

! The number of directorships excludes directorships of private limited companies, foreign companies, companies incorporated
under Section 25 of the Companies Act, 1956 and alternate directorships.

2 Committee includes audit committee and shareholders grievance committee of public limited companies (excluding foreign
companies and section 25 companies) in terms of Clause 49 of the Listing agreement.

Information provided to the Board:

In advance of each meeting, the Board is presented with all relevant information on various matters related to working of the
Company. Directors have separate and independent access to senior management. In addition to items, which are required to be
placed before the board for its noting and / or approval, information is provided on various significant items.

Review of legal compliance reports:

During the year, the Board periodically reviewed compliance reports with respect to the various laws applicable to the Company,
as prepared and placed before it by the management. The Internal Auditors also review compliance reports and report to the Audit
Committee.

Relationship between directors inter-se:

Mr. Vibhu Talwar, a Director of the Company is nephew-in-law of Mr. Suresh Gupta, MD & CEO of the Company. No other
director is related inter-se with each other.

COMMITTEES OF THE BOARD:

a)  Audit Committee:

(i)  The Audit Committee comprises of three non-executive independent directors, all of them are financially literate and
two of them have accounting or financial management expertise.

During the Year 2009, five Audit Committee meetings were held on 28" January 2009, 7" March 2009, 28" April 2009,
29% July 2009 and 28™ October 2009.
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CORPORATE GOVERNANCE (contd.)

The composition of the Audit Committee and the attendance at its meetings is given hereunder:

. e . Meetings Attended
Name of the Director Qualification during FY 2009
Mr. P. V. Narayanan, Chairman Post Graduate in Chemistry 5/5
Mr. A. R. Gandhi FCA (India) and FCA (England & Wales) 4/5
Mr. K. C. Narang B. A., LLB., FCA 5/5

(i)  The terms of reference of the Audit Committee are in line with clause 49 Il (C) and (D) of the Listing Agreement and
Section 292A of the Companies Act, 1956.
The terms of reference of the Audit Committee include the following:
e Overseeing Company’s financial reporting process and the disclosure of its financial information.

e  Recommending appointment, re-appointment or removal of the statutory auditors, fixing of audit fees and
approving payments for any other services.

° Reviewing with the management the quarterly and annual financial statements with primary focus on:
a. Matters required to be included in the Director’s Responsibility Statement
b. Accounting policies and practices
c. Compliances with accounting standards
d. Accounting based on exercise of judgment by Management
e. Qualifications in the draft Audit Report
f.  Compliance with the Listing Agreement and legal requirements concerning financial statements
g. Significant adjustments arising out of audit
h. The going concern assumption
i. Related party transactions

° Reviewing with the management, external and internal auditors, the adequacy and complian