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NOTICE

NOTICE is hereby given that the Thirtyfourth Annual General Meeting of the Company will be held at Hotel Surya Palace,
Opposite Parsi Agiari, Sayajigunj, Baroda - 390 005 on Saturday, the 6th August, 2005 at 10.30 a.m. to transact the following
business :

ORDINARY BUSINESS :

1. To receive, consider, approve and adopt the audited Balance Sheet as at 31st March 2005 and the Profit and Loss Account
for the financial year ended 31st March, 2005 together with the Directors’ Report and the Auditors’ Report thereon.

2. To declare a dividend on Equity Shares.

3. To appoint a Director in place of Shri Shrenik Kasturbhai Lalbhai who retires by rotation and being eligible, offers himself for
re-appointment.

4. To appoint a Director in place of Shri A. K. Dasgupta who retires by rotation and, being eligible, offers himself for
re-appointment.

5. To appoint Auditors to hold office from the conclusion of this Meeting until the conclusion of the next Annual General
Meeting and to authorise the Board of Directors to fix their remuneration.

SPECIAL BUSINESS :

6. To consider and, if thought fit, to pass with or without modifications, the following Resolution as an Ordinary Resolution:

“RESOLVED THAT pursuant to the provisions of Sections 198, 269, 309 and all other applicable provisions, if any, read
with Schedule XIII of the Companies Act, 1956, (including any statutory modification or re-enactment thereof, for the time
being in force) the Company hereby approves the re-appointment of and the remuneration payable to Shri A. C. Mehta as a
Managing Director of the Company, as approved by the Board of Directors, for a further period of five years with effect from
1st December, 2004 on the terms and conditions as set out in the Explanatory Statement and the draft letter of
re-appointment to be issued by the Company to Shri A. C. Mehta and placed before this meeting and initialed by the
Chairman for the purpose of identification.

RESOLVED FURTHER THAT the Board of Directors of the Company be and is hereby authorised to alter or vary the terms
and conditions of the said re-appointment including remuneration from time to time so long as it does not exceed the limits
specified in Schedule XIII of the Companies Act, 1956 or any modification or re-enactment thereof, for the time being in
force and also to do all such acts, deeds, matters and things as may be considered necessary, desirable or expedient to
give effect to this resolution.”

7. To consider and, if thought fit, to pass with or without modification, the following Resolution as an Ordinary Resolution:

“RESOLVED THAT pursuant to Article 127(a) of the Company’s Articles of Association and in conformity with the
provisions of Section 260 of the Companies Act, 1956, Shri Sudhin Choksey, who was appointed as an Additional Director
of the Company by the Board of Directors and who holds office under the said Article and Section 260 of the Companies
Act, 1956 only upto the date of this Annual General Meeting and in respect of whom, the Company has received a notice in
writing proposing his candidature for the office of Director, be and is hereby elected and appointed a Director of the
Company, liable to retire by rotation”.

8. To consider and, if thought fit, to pass, with or without modification, the following Resolution as an Ordinary Resolution:

“RESOLVED THAT in supersession of the Ordinary Resolution passed at the Extra Ordinary General Meeting of the
Company held on 24th November, 1990 and pursuant to Section 293(1)(d) and other applicable provisions, if any, of the
Companies Act, 1956, consent of the Company be and is hereby accorded to the Board of Directors to borrow from time to
time, all such sums of moneys as it may deem require, necessary or expedient, for the purpose of the business of the
Company upon such terms and conditions and with or without security, as it may in its absolute discretion think fit,
notwithstanding that the money or monies to be borrowed (apart from temporary loans obtained from the Company’s
bankers in the ordinary course of business) may exceed the aggregate of the paid-up capital of the Company and its free
reserves (that is, reserves not set apart for any specific purpose); provided, however, that the total amount upto which
monies may be borrowed by the Board of Directors shall not at any time exceed the limit of Rs. 250 Crores (Rupees Two
Hundred Fifty Crores only).

AND RESOLVED FURTHER THAT the Board of Directors be and is hereby authorized to do all such acts, deeds, matters
and things as may be considered necessary, desirable or expedient for the purpose of giving effect to this Resolution.”

Registered Office : By Order of the Board of Directors,
9/10 Kunj Society Sanjay Upadhyay
Alkapuri Company Secretary &
BARODA - 390 007 General Manager (Finance)
Dated : 4th May, 2005
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NOTES :

1. A MEMBER ENTITLED TO ATTEND AND VOTE IS ENTITLED TO APPOINT A PROXY TO ATTEND AND VOTE
INSTEAD OF HIMSELF ON A POLL ONLY AND A PROXY NEED NOT BE A MEMBER.

2. A Proxy, in order to be effective, should be duly completed, stamped and signed and must be deposited at the Registered
Office of the Company not less than 48 hours before the commencement of the meeting.

3. The relative Explanatory Statements pursuant to Section 173 of the Companies Act, 1956, in respect of the business under
Item 6 to 8 as set out above are annexed hereto.

4. The Register of Members and Share Transfer Books of the Company will remain closed from Tuesday, 26th July, 2005 to
Saturday,  6th August, 2005  (both days inclusive).

5. The dividend as recommended by the Board, if declared at the meeting, will be paid on or after 8th August, 2005, to those
members whose names appear on the Company’s Register of Members on 6th August, 2005. In respect of the shares in
electronic form, the dividend will be paid to those beneficial owners as per details furnished by the Depositories for the purpose.

6. In order to avoid risk of loss of dividend warrants in transit and/or fraudulent encashment of dividend warrants, the
Company has provided a facility to the Shareholders for remittance of dividend through Electronic Clearing System (ECS).
The ECS facility is available at locations identified by Reserve Bank of India from time to time and covers most of the cities
and towns. Shareholders are advised to avail of ECS facility whereby the dividend will be directly credited electronically to
their respective Bank Accounts.

Shareholders holding shares in physical form who have not availed the ECS facility and desirous of availing this facility may
send ECS Mandate with necessary details to the Company’s Registrar and Share Transfer Agent M/S Sharepro Services
(India) Pvt. Ltd., Satam Estate, 3rd Floor, Above Bank of Baroda, Cardinal Gracious Road, Chakala, Andheri (East), Mumbai
400 099, quoting reference of their Registered Folio Number.

7. Members holding shares in dematerialised mode are requested to intimate all changes pertaining to their bank details, ECS,
mandates, nominations, power of attorney, change of address / name etc. to their Depository Participant only and not to the
Company’s Registrar & Share Transfer Agent. Changes intimated to the Depository participant will then be automatically
reflected in the Company’s records which will help the Company and its Registrar & Share Transfer Agent to provide
efficient and better service to the members.

8. Members holding shares in physical form are requested to intimate all changes pertaining to their bank details, ECS,
mandates, nominations, power of attorney, change of address / name etc. to the Company’s Registrar & Share Transfer
Agent, quoting reference of their Registered Folio Number. The Bank Account particulars of the members will be printed on
the Dividend Warrant.

9. Members are requested to note that pursuant to the provisions of Section 205C of the Companies. Act 1956 the dividend
remaining unclaimed / unpaid for a period of seven years from the date they become due for payment are required to be
transferred to the ‘Investor Education and Protection Fund’ set up by the Central Government. Members who have so far
not claimed the dividend are requested to claim the same from the Company as no claim shall lie against the Fund or the
Company in respect of individual amounts once credited to the said Fund.

10. Members attending the meeting are requested to bring with them Attendance Slip attached to the Annual Report duly filled
in and signed and handover the same at the entrance of place of the Meeting. Proxy/Representative of a Member should
mark on the Attendance slip as “Proxy” or “Representative” as the case may be. Members holding shares in electronic form
and desirous of attending meeting are required to bring alongwith them Client ID and DP ID Numbers for easy identification.

11. At the ensuing Annual General Meeting, Shri Shrenik Kasturbhai Lalbhai and Shri A. K. Dasgupta retire by rotation and
being eligible offer themselves for re-appointment. A brief profile of the Directors retiring by rotation and eligible for their
reappointment, as required by Clause 49 VI A of the Listing Agreement with the Stock Exchange is given under :

1. Shri Shrenik Kasturbhai Lalbhai is well known industrialist and a MBA from Harvard University. He is a financial expert
and a person upholding the highest virtues. He provided exemplary leadership as the Chairman of the Company for a
period of 27 years from the Company’s inception till 1998. He was associated with Lalbhai Group of Companies for
past many years. His Directorships as on 31st March, 2005 are as follows :

Sr. No Name of the Company Nature of Interest
1 Nirma Limited Director
2 Anukul Investments Pvt. Ltd. Director
3 Able Investments Pvt. Ltd. Director
4 Animesh Holdings Pvt. Ltd. Director
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2. Shri A. K. Dasgupta is a Science Graduate alongwith Bachelor of Chemical Engineering, having rich experience in the
field of Chemicals and is responsible for producing various resins and chemicals for the first time in India. He is
associated with many professional bodies at various levels and has presented many papers at various national and
international seminars. He has been associated with the Company since 1978. His Directorship as on 31st March,
2005 is as follows :

Sr. No Name of the Company Nature of Interest
1 Enpro Projects Consultants Pvt. Ltd. Director

ANNEXURE TO THE NOTICE:

EXPLANATORY STATEMENT as required by Section 173 of the Companies Act, 1956:

ITEM No. 6

At its meeting held on 26th October, 2004, the Board of Directors of the Company has approved, subject to the approval of
members, the re-appointment of Shri A. C. Mehta as a Managing Director of the Company for a period of five years with effect
from 1st December, 2004 inter alia upon the following terms and conditions:

1. The remuneration comprising of salary, perquisites, other benefits and allowances payable to Shri A. C. Mehta, as the
Managing Director shall be Rs. 1,75,000/- per month or Rs.21,00,000/- per annum which is within the limits specified in
Schedule XIII of the Companies Act, 1956, (the Act). In the absence or inadequacy of profits, the aforesaid remuneration
shall be the minimum remuneration payable to him.

2. In addition to the salary, perquisites and allowances payable as stated in (1) above, the Managing Director shall also be
paid a Commission, calculated with reference to the net profits of the Company in a particular financial year, as may be
determined by the Board of Directors of the Company as at the end of each financial year, subject to the overall ceiling
stipulated in Sections 198, 309 and other relevant provisions of the Act.

3. Perquisites and allowances shall include accommodation (furnished or otherwise) or house rent allowance in lieu thereof,
house maintenance allowance together with reimbursement of expenses or allowances for utilities such as gas, electricity,
water, furnishings and repairs, medical reimbursement, leave travel concession for himself and his family, club fees,
medical insurance and such other perquisites and allowances in accordance with the rules of the Company or as may be
agreed to by the Board of Directors.

4. The Company’s contribution to provident fund, super annuation fund or annuity fund to the extent these either singly or put
together are not taxable under the Income-tax Act, 1961, gratuity payable at a rate not exceeding half a month’s salary for
each completed year of service and encashment of leave at the end of the tenure shall not be included in the computation
of the remuneration as set out in paragraph (1) above.

5. The aforesaid remuneration specified in clause (1) and (2) above shall be reviewed by the Board after the close of the
financial year, and if the Company has made profits in that year then Shri A. C. Mehta shall be paid such enhanced
remuneration as the Board may decide subject to the ceiling limits specified in Sections 198, 309 and other applicable
provisions of the Act read with the Schedule XIII of the Act or any modifications or re-enactment thereof.

6. OTHER TERMS:

(a) The Company shall provide a Car with driver and telephone facility at the residence of the Managing Director.
Provision of Car for use of Company’s business and telephone at residence will not be considered as perquisites.

(b) The Managing Director shall be entitled to reimbursement of all expenses including entertainment and travelling actually
incurred in the course of Company’s business.

(c) The Managing Director shall not be entitled to sitting fees for attending the meeting of the Board of Directors or
Committees thereof.

(d) The Managing Director shall perform such duties and exercise such powers bestowed on him or as may from time to
time be assigned to him by the Board of Directors of the Company.

(e) The Managing Director shall not be liable to retire by rotation as a Director of the Company.

The Board of Directors shall have the authority to alter or vary the terms of re-appointment and remuneration including commission
and perquisites payable to Shri A. C. Mehta within the overall limits specified under Sections 198, 309 and Schedule XIII of the
Companies Act, 1956.
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The approval of members is, therefore, sought for the re-appointment of and remuneration payable to Shri A. C. Mehta.

Except Shri C. K. Mehta, Shri D. C. Mehta and Shri A. C. Mehta, no other Director of the Company is concerned or interested in

the Ordinary Resolution as set out at item No. 6.

A draft of the letter of re-appointment proposed to be issued to Shri A. C. Mehta is open for inspection by the members at the

Registered Office of the Company between 10.30 a.m. and 1.00 p.m. on all working days of the Company, up to and including the

day of the meeting.

The above should be treated as an abstract as required under Section 302 of the Companies Act, 1956.

ITEM No. 7

Shri Sudhin Choksey was appointed by the Board of Directors as an Additional Director with effect from 30th March, 2005 under

Article 127(a) of Articles of Association of the Company and Section 260 of the Companies Act, 1956 and holds office upto the

date of ensuing Annual General Meeting. Notice has been received from a member signifying his intention to propose Shri Sudhin

Choksey as a candidate for the office of Director.

Shri Sudhin Choksey is a Chartered Accountant having vast experience in the field of Finance. He is the Managing Director of

GRUH Finance Limited and also a Director and member of Audit Committee of Gujarat State Financial Services Limited.

ITEM NO. 8

Section 293 (1)(d) of the Companies Act, 1956 provides that the Board of Directors cannot, except with the consent of the

Company in a general meeting, borrow money together with the monies already borrowed by the Company (apart from temporary

loans obtained from the Company’s bankers in the ordinary course of business), in excess of the aggregate of the paid up capital

of the Company and its free reserves, that is to say reserves not set apart for any specific purpose.

At the Extra Ordinary General Meeting of the Company held on 24th November, 1990 the members had authorized the Board of

Directors to borrow moneys for an amount not exceeding Rs. 125 Crores. Looking at the growing business and the existing

borrowings of the Company, and also to enable the Board of Directors, as and when required, to meet the requirement of funds

for future expansion/growth plans/any other corporate purpose, it is necessary that a higher ceiling for borrowing be laid down by

the members to enable the Board of Directors to augment the funds as and when required for the purpose of business.

It is therefore proposed to increase the existing borrowing powers of the Board of Directors to a sum not exceeding Rs. 250

Crores. This is apart from temporary loans obtained from the Company’s bankers in the ordinary course of business.

Registered Office : By Order of the Board of Directors,

9/10, Kunj Society,
Sanjay Upadhyay

Alkapuri,
Company Secretary &

BARODA - 390 007
General Manager (Finance)

Dated : 4th May, 2005

s
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Your Directors have pleasure in presenting the Thirtyfourth Annual Report together with the Audited Statement of
Accounts for the financial year ended 31st March, 2005.

Current Year Previous Year
Rs. Rs.

FINANCIAL RESULTS :
Sales and Other Income 329,01,79,042 290,31,87,276

Gross Profit (before interest, depreciation and tax) 33,99,27,679 32,56,23,879
Less :
(i) Interest 9,12,18,492 11,50,48,764
(ii) Depreciation 9,99,67,700 11,63,81,574
(iii) Provision for Tax

– Current 1,03,39,746 1,03,59,558
– Deferred 3,78,35,111 21,41,162

Profit (after interest, depreciation and tax) 10,05,66,630 8,16,92,821
Add (Less) :
Prior Years’ adjustments — (3,94,612)

Net Profit after adjustments 10,05,66,630 8,12,98,209
Surplus in Profit & Loss Account Brought Forward 33,08,53,648 28,25,40,675

Transfer from Debenture Redemption Reserve — 2,72,60,305

Amount available for appropriation 43,14,20,278 39,10,99,189

Appropriation :
Dividend 2,39,28,248 1,79,46,186

Directors recommend the Dividend of 40%
(Previous year 30%) on 59,82,062 Equity Shares of Rs. 10/- each).

Corporate Dividend Tax (including Rs. 45,988 of previous year) 34,01,925 22,99,355
General Reserve No. 1 5,00,00,000 4,00,00,000

(as required by Section 205 (2A) of the Companies Act, 1956)
Balance carried to the Balance Sheet 35,40,90,105 33,08,53,648

43,14,20,278 39,10,99,189

PERFORMANCE :

Your Company registered all round good performance during the year under review. The turnover of the Company increased by

15% over the previous year. The profit before tax for the year at Rs. 14.87 crores registered healthy growth of 59%. This was

primarily due to higher export sales particularly in organic intermediates and fine & speciality segments, as the Company increase

its thrust in the international markets.

The total exports turnover for the year reached a figure of Rs. 138.57 crores as against Rs. 112.82 crores in the previous year

showing an increase of 23% over the last year. Continuous focus on enhanced operational efficiencies and cost cutting exercise

across all the segments has also contributed to the Company’s good performance.

OUTLOOK AND FUTURE PLANS :

India is emerging as a global partner of choice for knowledge intensive high value added fine chemicals, intermediates and active

ingredients for pharma, agro and speciality chemical industry.

Your Company’s strategy to focus on this segment has started yielding results in the form of strong customer relationship and

growth in international business. We plan to increase our R&D as well as custom manufacturing facilities to maintain this growth

momentum.

DIRECTORS’ REPORT
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The Company expects to consolidate its position in existing products through persistent efforts in cost reduction through rationalisation

of capacities and consolidation of operations. The Company expects to control energy costs through captive gas based power

plant set up at Nandesari, Baroda during the last quarter of the year under review.

DIVIDEND :

Your Directors are pleased to recommend the payment of dividend of Rs. 4 per Equity Share (40%), which shall in the hands of

shareholders be free of tax, on 59,82,062 Equity Shares. The dividend, if approved, alongwith the Corporate Dividend Tax will

absorb a sum of Rs. 273.30 lacs (Previous year Rs. 202.45 lacs).

FINANCE :

Interest Costs :

During the year under review, the interest cost of the Company has come down from Rs. 1150 lacs to Rs. 912 lacs. This was

due to optimum utilisation of working capital loans in Foreign Currency. The Company repaid Rs. 1157 lacs towards normal

repayments of all its installments of term loans.

FIXED DEPOSITS :

The total amount of Fixed Deposits held by the Company from the Shareholders and Public stood at Rs. 2372.28 Lacs at the

close of the financial year. The Company has no deposits, which are matured and claimed, but remained unpaid.

CORPORATE GOVERNANCE :

Your Company believes in transparency and has always maintained high level of Corporate Governance. The Report on Corporate

Governance as required by Clause 49 of the Listing Agreement and the Management Discussion and Analysis are included as a

part of the Annual Report.

A Certificate from the Statutory Auditors of the Company confirming compliance of the Corporate Governance requirements is

attached to the Report on Corporate Governance.

RESEARCH AND DEVELOPMENT :

R & D played a significant role in helping the Company introduce new products in the agro and pharma intermediates segment.

Exclusive intermediates for imaging, pharmaceutical and agrochemical sector remains our focus area of research.

R & D provided close support during scale up and start up of commercial scale production of new value added products and

ensured market competitiveness of existing products through process improvement work.

ENVIRONMENT & SAFETY :

The Company lays great emphasis on safety at work place by adopting best engineering practices in design and operations. Strict

adherence to all regulatory requirements and guidelines is maintained at all times. The Company is a signatory to Responsible

Care initiative of Indian Chemical Manufacturers Association.

CONSERVATION OF ENERGY & TECHNOLOGY ABSORPTION AND FOREIGN EXCHANGE EARNINGS AND OUTGO :

The Company continuous to pursue energy conservation through improved operational and maintenance practices.

A statement under Section 217 (1) (e) of the Companies ACt, 1956 read with the Companies (Disclosure of Particulars in the

Report of the Board of Directors) Rules, 1988 is annexed, which forms an integral part of this report.

INSURANCE :

All properties and insurable interest of the Company including buildings, plant and machinery, stores and spares have been

adequately insured.

COMMUNITY SERVICES :

The Company through Deepak Medical Foundation (DMF) and Deepak Charitable Trust (DCT) remains committed to social

development. This year DCT expanded its ‘‘Safe Motherhood’’ and ‘‘Child Survival Initiatives’’ in Vadodara District. The objective

under this initiative is to reduce infant and maternal mortality.

The Company and the employees also contribute for relief measures in times of natural calamity affecting sections of the Society.
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DIRECTORS :

In accordance with the provisions of the Companies Act, 1956 and the Articles of Association, Shri Shrenik Kasturbhai Lalbhai

and Shri A. K. Dasgupta retire by rotation and being eligible offer themselves for re-appointment. Shri Sudhin Choksey has been

appointed as an Additional Director of the Company and holds office upto the date of ensuing Annual General Meeting and is

eligible for re-appointment.

During the year ICICI Bank Ltd. has withdrawn its Nominee Director Shri D. R. Mehta. The Board places on record its

appreciation for the valuable contribution made by Shri D. R. Mehta during his tenure as a Director of the Company.

EMPLOYEE RELATIONS :

Employee relations are cordial at all locations. The Directors are pleased to place on record their appreciation of the services

rendered by all the employees at all levels.

AUDITORS :

At the Thirtythird Annual General Meeting, M/s. B.K. Khare & Co., Chartered Accountants, Mumbai were re-appointed as

Statutory Auditors of the Company to hold Office until the conclusion of the Thirtyfourth Annual General Meeting.

Accordingly, the said Statutory Auditors retire at the conclusion of the ensuing Annual General Meeting but, being eligible offer

themselves for re-appointment. The Statutory Auditors have furnished to the Company the requisite certificate under Section

224 (1) of the Companies Act, 1956.

DIRECTORS’ RESPONSIBILITY STATEMENT :

In accordance with the requirements under section 217(2AA) of the Companies Act, 1956, the Directors, based on the information

provided by the operating management, confirm that :

1. In the preparation of accounts the applicable accounting standards have been followed and that there are no material

departure;

2. Accounting policies selected were applied consistently. Reasonable and prudent judgements and estimates were made so to

give a true and fair view of the state of affairs of the Company as of 31st March 2005 and of the profit of the Company for

the year ended on that date ;

3. 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; and

4. The annual accounts of the Company have been prepared on a going concern basis.

PERSONNEL:

Information on particulars of Employees’ Remuneration as per Section 217 (2A) of the Companies Act, 1956, read with Companies

(Particulars of Employees) Rules, 1975 form part of this report. However, as per the provisions of Section 219 (1) (b) (iv) of the

Companies Act, 1956, the Report and Accounts are being sent to all Shareholders of the Company excluding the statement of

particulars of employees. Any Shareholder interested in obtaining a copy of the statement may write to the Company Secretary at

the Registered Office of the Company.

ACKNOWLEDGEMENTS :

The Company continues to receive excellent support and guidance from the Financial Institutions and Consortium of Banks and

your Directors would like to place on record their sincere appreciation for the same.

The Directors also wish to thank the Shareholders, Depositholders and all other business associates for the confidence reposed

by them in the Company.

For and on behalf of the Board,
Mumbai, C. K. MEHTA

Dated : 4th May, 2005 Chairman
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Conservation of Energy, Technology Absorption and Foreign Exchange Earnings and Outgo.
Section 217 (1) (e) of the Companies Act, 1956.

The Companies (Disclosure of Particulars in the Report of Board of Directors) Rules, 1988

A - CONSERVATION OF ENERGY
FORM - A

Disclosure of particulars with respect to Conservation of Energy (to the extent applicable)

(a) POWER AND FUEL CONSUMPTION
2004-2005 2003-2004

Nitrite N.A.Divn. T.C.D. APL SDC Nitrite N.A. Divn. T.C.D. APL SDC

(Nandesari) (Taloja) (Roha) (Pune) (Nandesari) (Taloja) (Roha) (Pune)

1. Electricity :
(a) Purchased

Unit KWH 10239821 5981819 1831416 9211054 3402491 11325200 7909000 1619668 8538510 4279632
Total Amount Rs. 56058342 32190545 6231956 31475810 12008873 60193380 42054503 5666900 29802890 15264872
Rate/Unit Rs. 5.47 5.38 3.40 3.42 3.53 5.31 5.32 3.50 3.49 3.57

(b) Own Generation
(i) Through Own

Diesel Generator
Unit litre KWH 4135 20245 3774 135064 314631 1095 5775 1636770 178942 243920
Unit per ltr. of
Diesel Oil KWH 1.83 3.26 2.28 3.59 3.69 1.45 3.00 2.82 3.76 4.08
Cost /Unit Rs. 16.26 9.12 11.66 7.87 8.32 16.80 8.17 11.91 6.60 5.85

(ii)Gas Engine / Genset Rs. – – – – – Nil Nil Nil Nil Nil
Unit KWH 1594730 1108970 – – –
Total Amount Rs. 3854811 2569871 – – –
Rate/Unit Rs. 2.42 2.32 – – –

2. Coal Rs. Nil Nil Nil Nil Nil Nil Nil Nil Nil Nil

3. Furnace Oil
Quantity KL 3813 4678 2058 2737 1992 3716 4744 3057 1947 1594
Total Amount Rs. 37182765 49414927 21347625 30262924 23011643 37904416 48448643 30625013 18811914 16792621
Average Rate/KL Rs. 9752 10563 10372 11057 11552 10200 10213 10018 9662 10535

4. L.S.H.S./L.D.O.
Quantity KL 167 – – – 176 260 – – – 815
Total Amount Rs. 3363571 – – – 4754851 4784334 – – – 14851953
Average Rate/KL Rs. 20087 – – – 26968 18401 – – – 18212

5. Others
By Product Steam in tons
(Nandesari) MT – – – – – – – – – –

(b) CONSUMPTION PER UNIT OF PRODUCTION

2004-2005 2003-2004

Electricity Furnace Oil Electricity Furnace Oil
KWH  Ltr. KWH Ltr.

Inorganic Salts 287 101 295 105
DNPT 1443 364 1493 286
Nitro Aromatics 361 238 349 209
Dye Intermediates 3448 1847 3623 1268
Aromatics Amines 236 265 223 440
Organic Intermediates 900 264 861 350

ANNEXURE - A TO DIRECTORS’ REPORT

B - TECHNOLOGY ABSORPTION
FORM - B

[ Disclosure of Particulars with respect to Technology Absorption (to the extent applicable) ]

(a) RESEARCH & DEVELOPMENT (R & D)
1. R & D work was carried out in the area of fine chemicals and intermediates with special emphasis on catalytic hydrogenation, and value added

intermediates based on our existing products.
2. Benefits derived as a result of the above R & D :

R & D work on improved catalysts performance for hydrogenation helped increased yield.
3. Expenditure on R & D :

Rs. in lacs
2004-05 2003-04

(a) Capital 1.98 54.67
(b) Recurring 236.06 254.87

(c) Total 238.04 309.54
(d) Total R &  D expenditure as a percentage of total turnover 0.74 1.11

(b) TECHNOLOGY ABSORPTION, ADAPTATION AND INNOVATION
Company’s existing products are based on in-house development of process and technology. Well equipped R & D facility as well as the pilot
plant enables rapid adaption of innovative processes being developed for new products.

(c) FOREIGN EXCHANGE EARNINGS AND OUTGO
The information is contained in items No.15 (c), (d) and (e) of Schedule 21 (Notes forming part of the Accounts) of the Annual Report.

For and on behalf of the Board,

Mumbai, C. K. MEHTA
Dated : 4th May, 2005. Chairman
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MANAGEMENT DISCUSSION AND ANALYSIS REPORT

AN OVERVIEW

1. INDUSTRY STRUCTURE AND DEVELOPMENTS :

Oil prices continued to rule at peak levels and the resultant increase in Aromatic raw materials like Benzene,

Toluene, Cumene and Xylene has put pressure on our margins. Surplus capacity with producers and sluggish

growth of end users has affected growth in domestic market.

Your Company has taken effective steps to improve overall efficiencies through process improvement and higher

volumes. Growth is principally driven by knowledge intensive/international business and your Company is making

persistent efforts in this direction.

2. OPPORTUNITIES AND THREATS :

As developed countries look for cost effective sourcing of chemicals and value added intermediates, India

producers have an edge (compared to China) in knowledge intensive high value added fine chemicals. Your

Company’s constant focus on innovative process improvement and emphasis on quality and reliability of supplies

have helped us to create strong and sustainable relationships with customers around the world. We are confident

of maintaining this momentum in international business in future.

3. SEGMENT-WISE PERFORMANCE :

The Company operates in three business segments.

INORGANIC INTERMEDIATES :

The rising trend in the prices of Caustic Soda Lye and Ammonia continued in the current year which have

impacted the operating margins of this segment. The prices of Caustic Soda Lye went up by 65% and prices of

Ammonia by 30% during the year. However, the Company was able to partially off-set the rise in Caustic Soda

Lye prices by entering into a long term contract and substitution by Soda ash.

ORGANIC INTERMEDIATES :

During the year under review the turnover of this segment is up by 27% as compared to the previous year. The

year saw an unprecedented hike in the major raw material prices like Benzene, Toluene and Cumene which have

gone up by 69%, 39% and 38% respectively as compared to the previous year. The segment is facing stiff

competition particularly in NT and NCB business due to over capacity in the market place. The end product

markets in this business showed delayed response, temporary plant closures for drying out inventories etc. had to

be resorted to. However, the operating margins of this segment have improved as compared to the previous year

primarily due to higher volumes and broadening of product mix to add other nitro products. The hydrogenation

capacity was debottlenecked to give increased volume.

On the export front, the markets for agrochemicals were fairly good this year creating a larger demand for agro

intermediates. The export sales in this segment grew by 21%.

FINE & SPECIALITY CHEMICALS :

The turnover of this segment is higher by 15% as compared to the previous year. Although domestic turnover

were lower by 16%, increase in the export turnover by 30% has helped this segment to achieve the growth. In

s
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spite of Rupee appreciating vis-a-vis Dollar, the operating margins in this segment have increased due to higher

volumes of value added products and continuous process improvements.

4. OUTLOOK :

This has been dealt with in the Directors’ Report.

5. RISKS AND CONCERNS :

Prices of petrochemical based raw materials like Benzene, Toluene as well as bulk inorganic inputs like Caustic

and Chlorine continue to remain at the higher levels. Custom duties on some of our major products in organic

intermediate segment have been reduced further. Both these factors coupled with high capacity with Indian

producers may impact margins in domestic market. However, part of the impact due to price fluctuation has been

contained by suitable formula based agreement with customers. Also the concerns on increasing capacity in the

nitro aromatic business are being tackled by increased export share of derivatives.

In view of the Company’s rapid growth in the international market, appreciating rupee remains a cause of

concern. However, the tie-up of input costs in foreign currency, including energy, would minimise the impact of

exchange rate.

Uncertainty of implementing VAT across all the states remains an area of concern.

6. INTERNAL CONTROL SYSTEMS AND ADEQUACY :

The Company has appropriate internal control systems for business process with regard to efficiency of operations,

financial reporting, compliance with applicable laws and regulations etc. All operating parameters are monitored

and controlled. Regular internal audits and checks ensure that responsibilities are executed effectively. As a

prelude to ERP, a BPR exercise was conducted during the year, improved processes have been identified for

implementation.

7. DISCUSSION ON FINANCIAL PERFORMANCE WITH RESPECT TO OPERATIONAL PERFORMANCE :

This has been dealt with in the Directors’ Report.

8. HUMAN RESOURCES :

Industrial relations with employees remained cordial during the year. Human resource development activities

received considerable focus. The emphasis was on imparting training and development of the skill set of the

employes to enable them to face challenges in the working environment.
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REPORT ON CORPORATE GOVERNANCE
1. Company’s Philosophy on Code of Governance :

Your Company’s philosophy on Corporate Governance envisages the attainment of a high level transparency and accountability
in the functioning of the Company and the efficient conduct of its business, including its interaction with employees,  shareholders,
depositors, creditors, consumers, financial institutions and other lenders. Accountability improves decision making and transparency
helps to explain the rationale behind decisions which in turn helps building confidence in the Company.
Your Company firmly believes that for a Company to succeed on a sustained basis, it must maintain global standards of
corporate conduct. It also believes that corporate governance is not simply a matter of creating checks and balances; it is
about creating an outperforming organisation, which leads to increasing employee and customer satisfaction.

2. Board of Directors : (As on 4th May, 2005)
The composition of Board of Directors of the Company is in conformity with the Code of Corporate Governance under the
Listing Agreement. The Board is structured in a manner that it has appropriate mix of executive and non-executive directors
with considerable professional expertise and experience. The Non-Executive Directors bring a wider perspective in the
Board’s deliberations and decisions.
The Company is managed by the Board of 11 Directors detailed as under :

Sr. No. Category Name of Director

I. Promoter and Non-Executive Director Shri C. K. Mehta (Chairman)
Promoter and Executive Directors Shri D. C. Mehta (Managing Director)

Shri A. C. Mehta (Managing Director)

II. Independent and Non-Executive Directors Shri Shrenik Kasturbhai Lalbhai
Dr. S. S. Aggarwal
Shri D. D. Udeshi
Shri M. R. B. Punja
Shri A. K. Dasgupta
Shri Nimesh Kampani
Shri Hasmukh Shah
Shri Sudhin Choksey

Notes :
1. Shri Sudhin Choksey was appointed as an Additional Director w.e.f. 30th March, 2005.
2. ICICI Bank Ltd. (ICICI) has withdrawn its Nominee Director Shri D. R. Mehta w.e.f. 16th September, 2004 as the

Company has repaid loans availed from ICICI.

Board Meetings :
During the year under review, Seven Board Meetings were held on 7th April, 2004, 17th June, 2004, 28th July, 2004,
4th September, 2004, 26th October, 2004 and 31st January, 2005 and 30th March, 2005.
Attendance of each Director at the Board Meetings, Annual General Meeting, directorship and membership in committees
of other Companies are as under :

Name of the Director No. of Board Attendance No. of other No. of Committees
Meetings Attended at Last AGM Directorship Held in which Member (M) /

Chairman (C)

Shri C. K. Mehta 7 YES 1 –
Shri D. C. Mehta 7 YES 1 1 (M)
Shri A. C. Mehta 5 NO 3 –
Shri Shrenik Kasturbhai Lalbhai 7 YES 1 –
Dr. S. S. Aggarwal 6 YES 1 –
Shri D. D. Udeshi 0 NO 4 –
Shri M. R. B. Punja 7 YES 10 5 (C) & 5 (M)
Shri A. K. Dasgupta 7 YES – –
Shri Nimesh Kampani 4 NO 9 3 (C) & 4 (M)
Shri Hasmukh Shah 4 YES 9 4 (C) & 2 (M)
Shri Sudhin Choksey N.A. N.A. 2 1 (M)
Shri D. R. Mehta 3 YES – –

Note : Number of directorships held in other companies exclude directorships in private limited companies, foreign companies,
membership of managing committee of various chambers/bodies and alternate directorships.

Committees of Board of Directors :
(i) Audit Committee :

The Audit Committee has been constituted to oversee the Company’s financial reporting process, internal control
systems, reviewing the accounting policies and practices, report of the Company’s Internal Auditors and financial
statements audited by the Statutory Auditors as also to review financial and risk management policies.
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The Audit Committee comprises of following Members (As on 4th May, 2005)
Name of Member Designation Category
Shri M. R. B. Punja Chairman Non Executive Director
Shri A. K. Dasgupta Member Non Executive Director
Shri Sudhin Choksey* Member Non Executive Director
* Shri Sudhin Choksey was inducted as a Member of the Audit Committee on 30th March, 2005 and Shri D.D.

Udeshi, resigned as a Member from the Audit Committee during the year.
The Company Secretary acts as a Secretary to the Committee.
The meetings of Audit Committee were held on 17th June, 2004, 28th July, 2004, 26th October, 2004 and 31st January, 2005.

(ii) Share Transfer Committee :
The Share Transfer Committee has been constituted to approve and monitor, transfers, transmissions, splitting and
consolidation of shares, issue of duplicate share certificates etc.
The Share Transfer Committee consists of Shri D. C. Mehta and Shri A. C. Mehta, Managing Directors and Shri A. K.
Dasgupta Non-Executive Director.
The committee met 20 times during the year.

(iii) Investors Grievance Committee :
The Investors Grievance Committee has been constituted to specifically look into redressal of complaints like transfer
of shares, non-receipt of dividends, non-receipt of Annual Report etc. received from shareholders/investors and improve
the efficiency in investors services, wherever possible.
The Investors Grievance Committee comprises of following Directors :
Shri A. K. Dasgapta – Chairman
Shri D. C. Mehta – Member
Shri A. C. Mehta – Member
and the Company Secretary acts as a Secretary to the Committee and he is also the Compliance Officer.

During the year four complaints of the routine type were received from the Shareholders, all of which have been resolved
to date. No transfers were pending at the close of the financial year.

(iv) Remuneration Committee :
Remuneration Committee being a non-mandatory requirement, has not been formed.
The details of Executive Directors’ Remuneration during the financial year 2004-2005 are as under :

Name Salary  Perquisites & Retirement Commission Total
Allowances benefits

Rs. Rs. Rs. Rs. Rs.

Shri D. C. Mehta 10,27,380 10,54,529 3,18,488 35,90,956 59,91,353
Shri A. C. Mehta 7,07,472 5,32,286 1,76,204 35,90,956 50,06,918

Total 17,34,852 15,86,815 4,94,692 71,81,912 1,09,98,271

The details of payments made to Non-Executive Directors’ during the financial year 2004-2005 are as under :

Name Sitting Fees Commission Total
Payable

Rs. Rs. Rs.

Shri C. K. Mehta 14,000 70,000 84,000
Shri Shrenik Lalbhai 14,000 70,000 84,000
Shri M.R.B. Punja 22,000 1,90,000 2,12,000
Shri D. D. Udeshi Nil Nil Nil
Dr. S. S. Aggarwal 12,000 60,000 72,000
Shri A. K. Dasgupta 26,000 1,20,000 1,46,000
Shri Nilmesh Kampani 8,000 1,20,000 1,28,000
Shri Hasmukh Shah 8,000 1,20,000 1,28,000
Shri Sudhin Choksey Nil Nil Nil
Shri D. R. Mehta 8,000 Nil 8,000

Total 1,12,000 7,50,000 8,62,000

3. General Body Meetings :

Meeting Date Venue

31st AGM 21st September, 2002 Hotel Surya Palace, Sayajigunj, Baroda 390 005.
32nd AGM 27th September, 2003 ,,
33rd AGM 4th September, 2004 ,,
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4. Disclosure :
(i) There are no materially significant related party transactions made by the Company with its Promoters, Directors or the Manage-

ment, their subsidiaries or relatives etc. that may have potential conflict with the interest of the Company at large. The Register
of Contracts containing the transactions in which Directors are interested is placed before the Board regularly for its approval.

(ii) There is no non-compliance by the Company nor any penalty or stricture imposed on the Company by any Stock Exchanges,
SEBI or any other statutory authority on any matter relating to capital markets during the last three years.

5. Means of Communication :
The Quarterly and Half yearly results are published in widely circulating national & local dailies such as Indian Express, Financial
Express (Gujarati), Business Standard (English) and Loksatta (Gujarati). These are not sent individually to the shareholders.
The Company’s results are displayed on Company’s web site.
No presentations were made to the institutional investors or to analysts during the year under review.

6. Management Discussion and Analysis :
The Management Discussion and Analysis Report forms part of this Annual Report.

7. General Shareholder Information :
Annual General Meeting :
Day & Date : Saturday, 6th August, 2005
Time : 10.30 a.m.
Venue : Hotel Surya Palace, Opp. Parsi Agiari, Sayajigunj, Baroda - 390 005.
Date of Book Closure : 26th July, 2005 to 6th August, 2005, (both days inclusive).
Dividend payment date : On or after 8th August, 2005
Financial Calendar :
Results for the Quarter ending Tentative Time of Reporting
June 30, 2005 : On or before 31st July, 2005
September 30, 2005 : On or before 31st October, 2005
December 31, 2005 : On or before 31st January, 2006
Audited Annual Accounts for the : On or before 30th June, 2006
year ending March 31, 2006
Listing on Stock Exchanges :
The Company’s Equity Shares are listed at following Stock Exchanges :
Vadodara Stock Exchange and Bombay Stock Exchange.
Listing fees for financial years 2004-05 and 2005-06 have been paid to both the exchanges.
Stock Code : 506401 (BSE & VSE)
ISIN Number (NSDL & CDSL) : INE288B01011
Market Price Data of Equity Shares :
Market Price Data – monthly high & low during the last financial year at BSE :

Month High Low Month High Low

April, 2004 65.45 56.00 October, 2004 83.00 63.55
May, 2004 64.00 50.05 November, 2004 102.40 66.20
June, 2004 58.00 49.50 December, 2004 102.00 85.75
July, 2004 54.85 50.60 January, 2005 89.70 75.00
August, 2004 62.00 51.50 February, 2005 109.60 77.10
September, 2004 74.00 58.05 March, 2005 98.90 79.00

Distribution of Shareholding as on 31st March, 2005 :

Range No. of Holders % No. of Shares %

1 – 500 7633 90.00 1060050 17.72
501 – 1000 488 5.75 355319 5.94

1001 – 2000 189 2.23 271712 4.54
2001 – 3000 56 0.66 140296 2.35
3001 – 4000 31 0.37 110944 1.85
4001 – 5000 19 0.22 86498 1.45
5001 – 10000 32 0.38 212671 3.55

10001 & above 33 0.39 3744572 62.60
TOTAL 8481 100.00 5982062 100.00

Shareholding Pattern as on 31st March, 2005 :

Category of Shareholders No. of Shares % to Equity Capital

Promoters 2818183 47.11
Financial Institutions 335756 5.61
Banks 2210 0.03
Bodies Corporate 324184 5.42
Non Resident Individuals 18388 0.31
Resident Individuals 2483341 41.52

TOTAL 5982062 100.00
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Auditor’s Certificate on Compliance of conditions of Corporate Governance under Clause 49 of the Listing Agreement
We have examined the compliance of conditions of Corporate Governance by DEEPAK NITRITE LIMITED for the year ended on
31st March, 2005 as stipulated in Clause 49 of the Listing Agreement of the said Company with Stock Exchanges.
The Compliance of conditions of Corporate Governance is the responsibility of the Management. Our examination was limited to procedures
and implementation thereof, adopted by the Company for ensuring the compliance of the conditions of the Corporate Governance. It is
neither an audit nor an expression of opinion on the financial statements of the Company.
In our opinion and to the best of our information and according to the explanations given to us, we certify that the Company has complied
with the conditions of Corporate Governance as stipulated in the above-mentioned Listing Agreement.
We have to state that no investor grievance is pending for a period exceeding one month against the Company as per the records
maintained by the Shareholders’/Investors Grievance Committee.
We further state that such compliance is neither an assurance as to the future viability of the Company nor the efficiency or effectiveness
with which the Management has conducted the affairs of the Company.

For B.K.KHARE & COMPANY.
Chartered Accountants

SUNIL BHANDARI
Place : Mumbai Partner
Date : 4th May, 2005 Membership No. 37388

Dematerialisation of Equity Shares :
Electronic holding by Members comprises 88.05% of the paid up equity capital of the Company as on 31st March, 2005 held
through National Securities Depository Limited and Central Depository Services (India) Limited.
Share Transfer System :
Securities lodged for transfer at the Registrar’s address are normally processed within 15 days from the date of lodgement, if the
documents are clear in all respects. All requests for dematerialisation of securities are processed and the confirmation is given to
the depositories within 15 days.
Pursuant to Clause 47(c) of the Listing Agreement with Stock Exchanges, certificates, on half yearly basis have been issued by a
Company Secretary-in-Practice for due compliance of share transfer formalities by the Company. Pursuant to SEBI (Depositories and
Participants) Regulation, 1996, certificates have been received from a Company Secretary-in-Practice for timely dematerialisation of
shares and for reconciliation of the share capital of the Company on a quarterly basis.
Registrar and Share Transfer Agent :
M/s. Sharepro Services (India) Pvt. Ltd. : Unit : Deepak Nitrite Ltd.
Registered Office : Investor Relation Centre :
Satam Estate, 3rd Floor 912, Raheja Centre,
Above Bank of Baroda Free Press Journal Road,
Cardinal Gracious Road, Nariman Point,
Chakala, Andheri (East), Mumbai - 400 021.
Mumbai - 400 099.
Telephone Numbers : Telephone Numbers :
(022) 2821 5168, 2832 9828 (022) 2288 1568, 2288 1569
(022) 2821 5991, 2834 7719 (022) 2288 4527, 2282 5163
Fax Number : (022) 2837 5646 Fax Number : (022) 2282 5484
E-mail : sharepro@vsnl.com E-mail : shareproservices@roltanet.com
Address for Correspondence and Investor Assistance :
Deepak Nitrite Limited Telephone Numbers :
9/10, Kunj Society (0265) 2351013, 233 4481, 233 4482.
Alkapuri, Fax No. : (0265) 233 0994.
Baroda - 390 007. E-mail : investor@deepaknitrite.com

Website : www.deepaknitrite.com
Shareholder holding shares in electronic mode should address all their correspondence to their respective Depository Participants.
Unclaimed/Unpaid Dividend :
As per the provisions of Section 205A read with Section 205C of the Companies Act, 1956, the Company is required to transfer
unclaimed dividends, matured deposits, redeemed debentures and interest accrued thereon remaining unclaimed and unpaid for a
period of seven years from the due date to the Investor Education and Protection Fund (IEPF) set by the Central Government.
Given below are the due dates for transfer of unclaimed and unpaid dividend to the IEPF by the Company :

Financial Year Dividend Payment Date Proposed Date for transfer to IEPF*
1997-1998 28th September, 1998 27th September, 2005
1998-1999 9th August, 1999 8th August, 2006
1999-2000 8th May, 2000 7th May, 2007
2000-2001 13th August, 2001 12th August, 2008
2001-2002 23rd September, 2002 22nd September, 2009
2002-2003 29th September, 2003 28th September, 2010
2003-2004 6th September, 2004 5th September, 2011
* Indicative dates, actual date may vary.
Plant Locations :
1. 4/12 GIDC Chemical Complex, 3. Taloja Chemical Division

Nandesari - 391 340 , Dist. Baroda. Plot Nos. K/9-10, MIDC Taloja, Dist. Raigad - 410 208.
2. Sahyadri Dyestuffs & Chemicals 4. APL Division

117, Parvati, Vithalwadi, Plot Nos. 1, 2, 26 & 27
Pune - 411 030. MIDC Dhatav, Roha - 402 116, Dist. Raigad.
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AUDITORS’ REPORT
To

THE MEMBERS OF DEEPAK NITRITE LIMITED

1. We have audited the attached Balance Sheet of DEEPAK NITRITE LIMITED as at 31st March, 2005 and the related Profit and Loss
Account and Cash Flow Statement for the year ended on that date annexed thereto, which we have signed with reference to this report.
These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audit.

2. We conducted our audit in accordance with the auditing standards generally accepted in India. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

3. As required by the Companies (Auditor’s Report) Order, 2003, issued by the Central Government in terms of Section 227(4A) of the
Companies Act, 1956, and on the basis of such checks of the books and records of the Company as we considered appropriate and
according to the information and explanations given to us, we enclose in the Annexure a statement on the matters specified in paragraph 4
& 5 of the said order.

4. Further to our comments in the Annexure referred to in paragraph 3 above, we report that:
(a) We have obtained all the information and explanations, which to the best of our knowledge and belief were necessary for the purposes

of our audit.
(b) In our opinion, proper books of account as required by law have been kept by the Company so far as appears from our examination of

these books.
(c) The Balance Sheet, Profit and Loss Account and Cash Flow Statement dealt with by this Report are in agreement with the books of

account.
(d) In our opinion, the said Balance Sheet and Profit Loss Account comply with, the Accounting Standards referred to in sub-section (3C)

of section 211 of the Companies Act, 1956.
(e) On the basis of written representations received from the directors and taken on record by the Board of Directors, we report that none

of the directors is disqualified as on 31st March, 2005 from being appointed as a director in terms of clause (g) of sub-section (1) of
section 274 of the Companies Act, 1956.

(f) In our opinion, and to the best of our information and according to the explanations given to us, the said accounts give the information
required by the Companies Act, 1956 in the manner so required and give a true and fair view in conformity with the accounting
principles generally accepted in India :
(i) in the case of the Balance Sheet, of the state of affairs of the Company as at 31st March, 2005; and
(ii) in the case of the Profit and Loss Account, of the profit  for the year ended on that date.
(iii) in the case of the Cash Flow Statement, of the cash flows for the year ended on that date.

For B.K.KHARE & COMPANY.
Chartered Accountants

SUNIL BHANDARI
Place : Mumbai Partner
Date : 4th May, 2005 Membership No. 37388

ANNEXURE REFERRED TO IN PARAGRAPH 3 OF OUR REPORT OF EVEN DATE :

(i) (a) The Company has maintained proper records showing full particulars including quantitative details and situation of fixed assets
except in the case of APL Division (erstwhile Aryan Pesticides Ltd. amalgamated with the company w.e.f. 31st March 2004 -
appointed date 1st April 2003), though the Company has compiled the Fixed Assets Register, it is in the process of reconciling the
marginal differences with financial books.

(b) According to the information and explanation given to us, all the assets have not been physically verified by the management during
the year but there is a regular programme of verification which in our opinion is reasonable having regard to the size of the Company
and the nature of its assets. Discrepancies noticed during the verification were not material and have been properly dealt with in the
books of accounts. However in respect of fixed assets of APL Division the process of adjustment of discrepancies, if any, is pending
as stated in para (a) above.

(c) In our opinion and according to the information and explanation given to us, during the year, the company has not disposed off
substantial part of fixed assets.

(ii) (a) The inventory has been physically verified during the year by the management. In our opinion, the frequency of verification is
reasonable. In respect of stocks of raw materials lying with converters and of finished goods with consignment agents, the
management has obtained confirmatory certificates with regard to the respective closing stock.

(b) In our opinion and according to the information and explanation given to us, the procedure of physical verification of stocks followed
by the management is reasonable and adequate in relation to the size of the Company and the nature of its business.

(c) In our opinion and according to the information and explanation given to us, the company is maintaining proper records of inventory.
Having regard to the size of the operations of the Company and the nature of stocks held, the discrepancies noticed on verification
between physical stocks and book records were not material and have been properly dealt with, in the books of account.

(iii) (a) According to the information and explanation given to us, during the year, the company has not granted any loans secured or
unsecured to companies, firms or other parties covered in the register maintained under section 301 of the Companies Act, 1956.

(b) (c) According to the information and explanations given to us, the company has not granted any loans secured or unsecured to
& (d) companies, firms or other parties covered in the register maintained under section 301 of the Companies Act, 1956 hence, clauses

4(iii) (b), (c) & (d) of the Order are not applicable.
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(e) According to the information and explanations given to us, during the year, company has accepted unsecured loans aggregating to
Rs. 855 Lacs in six transactions from five companies covered in the register maintained under section 301 of the Companies Act,
1956. The aggregate year-end balance of all such loans was Rs. 855 Lacs.

(f) According to the information and explanation given to us, in our opinion, the rates of interest and other terms and conditions of
unsecured loans taken from Companies listed in the register maintained under Section 301 of the Companies Act, 1956 are not,
prima facie, prejudicial to the interest of the company.

(g) According to the information and explanations given to us, the company is regular in repaying the principal amounts as stipulated /
called and has been regular in the payment of interest.

(iv) In our opinion and according to the informations and explanations given to us, there are adequate internal control systems commensurate
with the size of the Company and the nature of its business with regard to purchases of inventory, fixed asset and with regard to the sale
of goods and services. During the course of our audit, and according to the information and explanation given to us, we have neither
come across nor have been informed of any continuing failure to correct major weaknesses in the internal control procedures.

(v) (a) Based on audit procedures applied by us, to the best of our knowledge and belief and according to the information and explanations
given to us, we are of the opinion that the contracts or arrangements referred, to in section 301 of the Companies Act, 1956 have
been entered in the register required to be maintained under that section.

(b) In our opinion and according to the information and explanations given to us, the transactions made in pursuance of such contracts or arrangements
entered in the register maintained under Section 301 of  the Companies Act, 1956, and exceeding the value of Rs. 5,00,000/- in respect of any
party during the year have been made at prices which are reasonable having regard to prevailing market prices at the relevant time.

(vi) In our opinion and according to the information and explanations given to us, the Company has complied with the provisions of Section
58A, 58AA or any other relevant provisions of the Companies Act, 1956 and the Companies (Acceptance of Deposit) Rules 1975, with
regard to the deposits accepted from the public. We are further informed that no order has been passed by the Company Law Board or
National Company Law Tribunal or Reserve Bank of India or any Court or any other Tribunal intimating the contravention of said provisions.

(vii) In our opinion, the Company has an internal audit system commensurate with the size and nature of its business.
(viii) We have broadly reviewed the books of accounts maintained by the Company in respect of products, where, pursuant to the Rules made

by the Central Government of India, the maintenance of cost records has been prescribed under section 209(1)(d) of the Companies Act,
1956, and are of the opinion that prima facie, the prescribed accounts and records have been made and maintained. We have not
however, made a detailed examination of the records with a view to determine whether they are accurate or complete.

(ix) (a) According to the records of the Company and information and explanations given to us, the company is generally regular in
depositing with appropriate authorities undisputed statutory dues including Provident Fund, Investor Education and Protection Fund,
Employees State Insurance, Income tax, Sales tax, Wealth tax, Service tax, Customs duty, Excise duty, Cess and other material
statutory dues applicable to it.

(b) According to the information and explanations given to us, no undisputed amounts payable in respect of Income Tax, Wealth Tax,
Service Tax, Sales Tax, Custom duty, Excise duty and Cess were in arrears, as on 31st March 2005 for a period of more than six
months from the date they became payable.

(c) According to the information and explanations given to us, there are no dues of Income Tax, Wealth Tax, Service Tax, Sales Tax,
Custom duty, Excise duty and Cess which have not been deposited on account of dispute except in respect of (i) Excise duty of
Rs. 22.38 Lacs under the Central Excise Act, 1956 for the period from July 1998 to October 1999 which is pending before CESTAT,
(ii) Income tax of Rs. 84.44 Lacs under the Income Tax Act, 1961 for the A.Y. 2002-03 in respect of which appeal is pending before
Commissioner of Income Tax (Appeals), (iii) Sales Tax of Rs. 116.25 lacs for the year 1999-00 in respect of which appeal is pending
before the Sales Tax Commissioner (Appeals) and (iv) Customs demand for Rs. 1001.38 lacs which is pending before CESTAT for
the years 1993-94 to 1996-97.

(x) The Company does not have accumulated losses as at the end of the year and the company has not incurred cash losses during the
financial year covered by our audit and the immediately preceding financial year.

(xi) Based on our audit procedures and on the basis of information and explanations given by the management, we are of the opinion that the
company has not defaulted in the repayment of dues to Financial Institutions and Banks.

(xii) According to the information and explanations given to us, the company has not granted any loans or advances on the basis of security
by way of pledge of shares, debentures and other securities.

(xiii) The provisions of any special statute applicable to chit fund / nidhi / mutual benefit fund / society are not applicable to the company.
(xiv) In our opinion the company is not dealing in or trading in shares, securities, debentures and other investments.
(xv) According to the information and explanations gives to us, the company has not given any guarantee for loans taken by others from

banks or financial institutions during the year.
(xvi) To the best of our knowledge and belief and according to the information and explanations given to us, the term loans availed by the

company were, prima facie, applied by the company during the year for the purposes for which the loans were obtained.
(xvii) According to the information and explanations given to us and on an overall examination of the Balance Sheet and the Cash Flow of the

company, we report that no funds raised on short-term basis have been used for long-term investment.
(xviii) The company has not made any preferential allotment of shares during the year.
(xix) The company has not issued any debentures during the year.
(xx) During the year the company has not raised any money by public issue.
(xxi) During the course of our examination of the books and records of the company, carried out in accordance with the generally accepted

auditing practices in India and according to the information and explanations given to us, we have neither come across any instance of
fraud on or by the company, noticed or reported during the year, nor have we been informed of such case by the management.

For B. K. KHARE & COMPANY
Chartered Accountants

Place : Mumbai SUNIL BHANDARI
Date : 4th May, 2005 Partner

Membership No. 37388
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Balance Sheet  as at 31st March, 2005

AS AT AS AT
31.3.2005 31.3.2004

SCHEDULES Rs. Rs. Rs.

As per our report of even date

For B. K. KHARE  & COMPANY D. C. MEHTA C. K. MEHTA - Chairman
Chartered Accountants Managing Director

SUNIL BHANDARI A. C. MEHTA M.R.B. PUNJA
Partner Managing Director A. K. DASGUPTA Directors
Membership No. 37388

SANJAY UPADHYAY
SUDHIN CHOKSEY

Company Secretary &
Mumbai : 4th May, 2005 General Manager (Finance) Mumbai : 4th May, 2005

}

I SOURCES OF FUNDS :
(1) SHAREHOLDERS’ FUNDS :

(a) Capital 1A 5,98,20,620 5,75,00,000
(b) Share Capital pending allotment 1B — 23,20,620
(c) Reserves & Surplus 2 73,11,10,713 68,30,58,852

79,09,31,333 74,28,79,472
(2) LOAN FUNDS :

(a) Secured Loans 3 60,98,48,481 46,15,16,028
(b) Unsecured  Loans 4 69,47,82,607 55,32,82,418

130,46,31,088 101,47,98,446

(3) DEFERRED TAX LIABILITY : 5 18,36,48,393 15,97,63,613

TOTAL 227,92,10,814 191,74,41,531

II APPLICATION OF FUNDS :
(1) FIXED ASSETS :

(a) Gross Block 6 236,11,98,735 212,36,17,177
(b) Less: Depreciation and impairment loss 107,03,82,956 96,27,95,724

(c) Net Block 129,08,15,779 116,08,21,453
(d) Capital Work in Progress 3,39,28,341 6,41,19,296

132,47,44,120 122,49,40,749

(2) INVESTMENTS : 7 1,56,29,330 1,56,29,330

(3) CURRENT ASSETS, LOANS & ADVANCES:
(a) Inventories 8 45,72,85,558 39,37,38,025
(b) Sundry Debtors 9 73,16,24,874 44,62,61,047
(c) Cash & Bank Balances 10 5,15,29,790 2,44,55,095
(d) Loans & Advances 11 34,79,73,840 31,10,84,109
(e) Other Current Assets ( Ref.Note No. 7  in Sch. 21) 3,07,05,319 5,36,82,805

161,91,19,381 122,92,21,081
LESS: CURRENT LIABILITIES & PROVISIONS: 12
(a) Liabilities 48,89,32,446 39,12,02,682
(b) Provisions 19,25,51,887 17,48,30,519

68,14,84,333 56,60,33,201
NET CURRENT ASSETS 93,76,35,048 66,31,87,880

(4) MISCELLANEOUS EXPENDITURE : (To the 13 12,02,316 1,36,83,572
extent not written off or adjusted)

TOTAL 227,92,10,814 191,74,41,531

Significant Accounting Policies and
Notes forming part of the Accounts 21
Computation of net profit under Section 349 and
Managerial Remuneration under Section 198 of 22
the Companies Act, 1956.
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Profit and Loss Account for the year ended 31st March, 2005

2004-2005 2003-2004
SCHEDULES Rs. Rs. Rs.INCOME :

Sales 363,29,34,143 305,34,87,407
Less : Excise Duty on Sales 42,02,66,508 26,92,56,742

321,26,67,635 278,42,30,665
Other Operating Income 14 5,56,72,949 4,89,79,883
Other Income 14 2,18,38,458 6,99,76,728

329,01,79,042 290,31,87,276

EXPENDITURE :
Cost of Material 15 199,92,49,276 167,26,37,715
Employees’ Remuneration and Benefits 16 24,97,88,976 21,95,16,550
Operational Expenses 17 46,54,12,614 47,71,17,165
Administrative, Selling and General Expenses 18 18,08,68,777 16,67,81,786
Interest and Finance Charges 19 11,28,60,791 12,93,51,937
Depreciation 10,08,20,096 11,74,42,270
Less: Transfer from Revaluation Reserve 8,52,396 10,60,696

9,99,67,700 11,63,81,574
Wealth Tax 4,55,000 2,70,000

310,86,03,134 278,20,56,727
Add (Less) : Decrease (Increase) in Stocks 20 3,28,34,421 2,69,37,008

314,14,37,555 280,89,93,735

Profit for the year before Taxation 14,87,41,487 9,41,93,541
Add (Less) : Prior years’ Adjustments — (3,94,612)

14,87,41,487 9,37,98,929
Provision for Taxation – Current Tax (Refer Note No. 8 in Schedule 21) 1,03,39,746 1,03,59,558

– Deferred Tax (Refer Schedule 5) 3,78,35,111 21,41,162

10,05,66,630 8,12,98,209
Add: Surplus in Profit and Loss Account brought forward 33,08,53,648 28,25,40,675

43,14,20,278 36,38,38,884
Add: Transfer From Debenture Redemption Reserve — 2,72,60,305

BALANCE AVAILABLE FOR APPROPRIATIONS 43,14,20,278 39,10,99,189

APPROPRIATIONS :
Dividend - Proposed 2,39,28,248 1,79,46,186
Corporate Dividend Tax (Includes Rs. 45,988/- of previous year) 34,01,925 22,99,355
Transfer to General Reserve No. 1 5,00,00,000 4,00,00,000
Surplus in Profit and Loss Account transferred to Balance Sheet 35,40,90,105 33,08,53,648

TOTAL 43,14,20,278 39,10,99,189

Basic Earnings Per Share (Refer Note 5(c)(i) of Schedule 21) 16.81 14.14
Diluted Earnings Per Share (Refer Note 5(c)(ii) of Schedule 21) 16.81 13.59
Significant Accounting Policies and
Notes forming part of the Accounts 21
Computation of Net Profit under Section 349 and
Managerial Remuneration under Section 198 of 22
the Companies Act, 1956.

As per our report of even date

For B. K. KHARE  & COMPANY D. C. MEHTA C. K. MEHTA - Chairman
Chartered Accountants Managing Director

SUNIL BHANDARI A. C. MEHTA M.R.B. PUNJA
Partner Managing Director A. K. DASGUPTA Directors
Membership No. 37388

SANJAY UPADHYAY
SUDHIN CHOKSEY

Company Secretary &
Mumbai : 4th May, 2005 General Manager (Finance) Mumbai : 4th May, 2005

}
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Schedules forming part of the Balance Sheet
AS AT AS AT

31.3.2005 31.3.2004
Rs. Rs.SCHEDULE 1A - CAPITAL :

Authorised :
3,00,00,000 (3,00,00,000) Equity Shares of Rs.10/- each 30,00,00,000 30,00,00,000

20,00,000 (20,00,000) Preference Shares of Rs.100/- each 20,00,00,000 20,00,00,000

50,00,00,000 50,00,00,000

Issued, subscribed and Paid up :
30,66,062 (28,34,000) Equity Shares of Rs. 10/- each fully paid 3,06,60,620 2,83,40,000

29,16,000 (29,16,000) Equity Shares of Rs. 10/- each issued as fully

paid up at a premium of Rs. 40/- per share on automatic

conversion on 24th Nov. 1991 of Part A  of 12.5%

Partly Convertible Debentures. 2,91,60,000 2,91,60,000

TOTAL 5,98,20,620 5,75,00,000

(Out of the above, 19,80,000 Equity Shares of Rs.10/- each were

issued as fully paid Bonus Shares by capitalisation of General Reserve)

SCHEDULE 1B – SHARE CAPITAL PENDING ALLOTMENT:
NIL (Previous year 2,32,062 equity shares of Rs. 10/- each) — 23,20,620

TOTAL — 23,20,620

SCHEDULE 2 - RESERVES AND SURPLUS :

AS AT AS AT

1.4.2004 ADDITIONS DEDUCTIONS 31.3.2005

Rs. Rs. Rs. Rs.

Share Premium 11,96,60,282 — — 11,96,60,282

(10,28,01,282) (1,68,59,000) ( – ) (11,96,60,282)

Capital Redemption Reserve 15,00,000 — — 15,00,000

(15,00,000) ( – ) ( – ) (15,00,000)

Revaluation Reserve 2,03,24,393 — 10,11,451 1,93,12,942

(2,13,85,089) ( – ) (10,60,696) (2,03,24,393)

Capital Reserve 51,26,667 — — 51,26,667

(51,26,667) ( – ) ( – ) (51,26,667)

Capital Reserve – SICOM Subsidy 20,00,000 — — 20,00,000

( – ) (20,00,000) ( – ) (20,00,000)

Debenture Redemption Reserve — — — —

(2,72,60,305) ( – ) (2,72,60,305) ( – )

General Reserve No.1 18,97,08,962 6,39,50,331 * 2,42,38,576 22,94,20,717

(18,77,97,972) (1,19,67,960) (1,00,56,970) (18,97,08,962)

General Reserve No.2 1,38,84,900 — * 1,38,84,900 —

(1,38,84,900) ( – ) ( – ) (1,38,84,900)

Surplus in Profit and Loss Account 33,08,53,648 35,40,90,105 33,08,53,648 35,40,90,105

(28,25,40,675) (33,08,53,648) (28,25,40,675) (33,08,53,648)

TOTAL 68,30,58,852 41,80,40,436 36,99,88,575 73,11,10,713

(64,22,96,890) (36,16,80,608) (32,09,18,646) (68,30,58,852)

* Represents adjustment to opening General Reserves being accumulated impairment Loss net Rs. 2,41,73,145/- (gross

Rs. 3,81,23,476/- less Deferred Tax adjustment Rs. 1,39,50,331/-) recognised and accounted during the year in tems of

transitional provisions of AS-28 (Refer Note No. 5(e) of Schedule 21) (Previous year Nil).
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Schedules forming part of the Balance Sheet (Contd.)

AS AT AS AT
SCHEDULE 3 - SECURED LOANS : 31.3.2005 31.3.2004
Loans from Financial Institutions/Banks Rs. Rs.
(a) Rupee Loans 17,15,57,300 19,18,20,563

(Repayable within one year Rs. 3,27,10,300/-)
(Previous year Rs. 7,14,63,266/-)

(b) Foreign Currency Loans 20,86,20,373 15,23,39,853
(Repayable within one year Rs. 8,99,69,678/-)
(Previous year Rs. 6,23,55,413/-)

Working Capital Borrowing from Banks
(Net of balances in collection accounts) 22,55,46,482 11,15,01,533
Other Loans
(Repayable within one year Rs. 19,99,764/- (Previous year Rs. 17,29,753/-) 41,24,326 58,54,079

TOTAL 60,98,48,481 46,15,16,028

1. The Term Loans obtained from the Financial Institutions / Banks are secured by mortgage of the immovable properties of the Company, both present and
future and the floating charge on all the other assets of the Company, subject  to prior / exclusive charge in favour of Banks for the Working Capital Borrowings.

2. The Working Capital Loans from Banks are secured by a prior charge over Company’s stocks of Raw Materials, Semi-Finished and Finished
Goods, Consumable Stores and Book Debts and by second charge on all fixed assets by way of Mortgage.

3. Foreign Currency Loan from UTI Bank Ltd. (converted) amounting to Rs. NIL/- (Previous year Rs. 3,55,31,658/-) is secured by first Pari Passu
charge by way of Mortgage of the immovable properties of the Company and Hypothecation of movable assets of the Company situated thereon,
both present and future and floating charge on all other assets of the Company subject to prior/exclusive charge narrated in (1) above.

4. Rupee Loan from Export Import Bank of India amounting to Rs. 38,36,300/- (Previous year Rs. 1,15,08,900/-) is secured by Pari Passu first charge
by way of Mortgage of the  immovable properties of the Company and Hypothecation of movable assets of the Company situated thereon, both
present and future and floating charge on all other assets of the Company subject to prior/exclusive charge narrated in (1) above.

5. Foreign Currency Loan from State Bank of India (converted) amounting to Rs. 1,49,03,090/- (Previous year Rs. 3,42,90,740/-) is secured by first
Pari Passu Mortgage of the immovable properties of the Company and Hypothecation of movable assets of the Company situated thereon, both
present and future and floating charge on all other assets of the Company subject to prior/exclusive charge narrated in (1) above.

6. Foreign Currency Loan from Export Import Bank of India (converted) amounting to Rs. 2,47,05,188/- (Previous year Rs. 5,00,00,000/-) is secured by
first Pari Passu Mortgage of the immovable properties of the Company and Hypothecation of movable assets of the Company situated thereon,
both present and future and floating charge on all other assets of the Company subject to prior/exclusive charge narrated in (1) above.

7. Foreign Currency Loan from Bank of Baroda (converted) amounting to Rs. 4,30,12,910/- (Previous year Rs. 6,58,00,000/-) is secured by first Pari
Passu Mortgage of the immovable properties of the Company and Hypothecation of movable assets of the Company situated thereon, both present
and future and floating charge on all other assets of the Company subject to prior/exclusive charge narrated in (1) above.

8. Foreign Currency Loan from Export Import Bank of India amounting to Rs. 9,73,08,968/- (Previous year Rs. 8,25,17,455/-) is to be secured by first
Pari Passu Mortgage of the immovable properties of the Company and Hypothecation of movable assets of the Company situated thereon, both
present and future and floating charge on all other assets of the Company subject to prior/exclusive charge narrated in (1) above. The Company is
in the process of creating the necessary security.

9. Rupee Loan from Export Import Bank of India amounting to Rs. 15,00,00,000/- (Previous year Rs. NIL) is to be secured by Pari Passu first charge
by way of Mortgage of the immovable properties of the Company and Hypothecation of movable assets of the Company siuated thereon, both
present and future and floating charge on all other assets of the Company subject to prior/exclusive charges narrated in (1) above.

10. Foreign Currency Loan from Export Import Bank of India amounting to Rs. 2,86,90,217/- and  Rupee Loan from IDBI Ltd. amounting to
Rs. 1,77,21,000/- (Previous year Rs. 3,66,66,663/- and Rs. 2,78,45,000/-respectively), are taken over on amalgamation from erstwhile Aryan
Pesticides Ltd. The Company is in the process of creating necessary security.

11. Other Loans of Rs. 41,24,326/- (Previous Year 58,54,079/-) are secured by Hypothecation of specific movables.

AS AT AS AT
31.3.2005 31.3.2004

SCHEDULE 4 - UNSECURED LOANS : Rs. Rs.
Short Term Loans 18,55,00,000 27,25,00,000
Working Capital Borrowing 9,27,70,709 —
Suppliers Line of Credit from Banks 13,51,05,747 —
Fixed deposits (Due for repayment within one year 23,72,28,000 22,61,54,000
Rs. 8,52,69,000/-) (Previous year Rs. 10,88,08,000/-)
Sales Tax Deferral (Refer Note No. 9 in Schedule 21) 4,41,78,151 5,46,28,418

TOTAL 69,47,82,607 55,32,82,418

Deferred Tax *Transfer Current Year Deferred Tax
(asset)/liability charge/(credit) (asset)/liability

SCHEDULE 5 - DEFERRED TAX LIABILITY : as at 1.4.2004 as at 31.3.2005
TIMING DIFFERENCES ON ACCOUNT OF : Rs. Rs. Rs. Rs.
Unabsorbed Losses (6,86,41,790) — 4,93,39,800 (1,93,01,990)
Depreciation 24,35,57,401 (1,39,50,331) (49,175) 22,95,57,895
Disallowances u/s 43B (89,50,073) — (54,76,286) (1,44,26,359)
Others (62,01,925) — (59,79,228) (1,21,81,153)

TOTAL 15,97,63,613 (1,39,50,331) 3,78,35,111 18,36,48,393

* Transfered to General Reserve being Defferred Tax attributable to Accumulated Impairment Loss as of 1st April 2004 recognised and accounted for
during the year in terms of transitional provisions of AS-28 (refer Note - 5 (e) in schedule 21) Previous year (NIL).
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AS AT AS AT
31.3.2005 31.3.2004

Rs. Rs.
SCHEDULE 7 - INVESTMENTS :

LONG TERM TRADE INVESTMENTS (UNQUOTED) :

73,706 Shares of Deepak International Ltd. of Rs. 10/- each 57,36,000 57,36,000
fully paid

Sub - Total 57,36,000 57,36,000

LONG TERM - FULLY PAID (AT COST)

[NON TRADE (UNQUOTED)] :

400 Shares of Nandesari Environment Control Ltd., of Rs.10/- each 4,000 4,000
20 Shares of Baroda Co-operative Bank Ltd., of Rs.25/- each 500 500
5 Shares of Sagar Prabha Co-operative Housing Soc. Ltd. of Rs. 50/- each 250 250

75,706 6.75% Tax free Bonds of Unit Trust of India of Rs. 100/- each 75,70,600 75,70,600
(Repurchase price Rs. 75,70,600/-) (Previous year 75,70,600/-)
National Saving Certificate 1,000 1,000

2000 Equity Shares of Shamrao Vitthal Co-op Bank Ltd. of Rs. 25/- each 50,000 50,000
798 Equity Shares of New India Co-op. Bank Ltd. of Rs. 10/- each 7,980 7,980

2000 Equity Shares of Aryan International Ltd. of Rs. 10/- each 20,000 20,000

76,54,330 76,54,330

NON TRADE (QUOTED) :
10,000 Equity Shares of Bank of Baroda of Rs.10/- each 8,50,000 8,50,000

6240 Equity Shares of IDBI of Rs. 10/- each fully paid up 5,07,000 5,07,000

29,400 Equity Shares of Dena Bank of Rs. 10/- each fully paid up 8,82,000 8,82,000

Sub - Total 22,39,000 22,39,000

TOTAL 1,56,29,330 1,56,29,330

Aggregate market price of Non Trade Investment (Quoted) Rs. 37,59,352/- (Previous year Rs. 36,42,144/-)

SCHEDULE  8 - INVENTORIES :

Stores & Spares 3,10,61,222 3,43,47,429
Packing Materials 26,06,657 24,91,420
Raw Materials 17,09,67,169 7,14,14,246
Stock in Process 8,55,99,622 10,07,92,409
Finished Goods 16,70,50,888 18,46,92,521

TOTAL 45,72,85,558 39,37,38,025

SCHEDULE  9 - SUNDRY DEBTORS :

(UNSECURED)
Outstanding for a period
exceeding 6 months - Considered good * 1,35,51,774 1,72,40,834

- Considered Doubtful 1,91,82,263 1,40,42,832

Other Debts - Considered good 71,80,73,100 42,90,20,213

75,08,07,137 46,03,03,879
Less: Provision for doubtful debts 1,91,82,263 1,40,42,832

TOTAL 73,16,24,874 44,62,61,047
*Includes debts of Rs. 31,62,199/- (Rs. 40,32,660/-) in respect of which legal proceedings
are instituted and considered recoverable under due process of law as advised.

Schedules forming part of the Balance Sheet (Contd.)
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AS AT AS AT
31.3.2005 31.3.2004

Rs. Rs. Rs.
SCHEDULE 10 - CASH AND BANK BALANCES :
Cash on hand — —
With Scheduled Banks :

i) In Current Accounts for the payments of Dividend and  Interest 62,59,932 49,70,028
ii) In Other Current Accounts 42,53,996 66,87,180
iii) In Margin Deposit/Short Term Deposit 4,10,15,862 1,27,97,887

TOTAL 5,15,29,790 2,44,55,095

SCHEDULE  11 - LOANS  AND ADVANCES :
(UNSECURED CONSIDERED GOOD)
Advances recoverable in cash or in kind or for value to be received* 14,03,91,469 10,79,62,683
Advances against Capital Expenditure — 4,99,890
Advance Income Tax 14,38,06,275 13,56,73,044
Deposits (Refer Note No. 4 in schedule 21) 6,37,76,096 6,69,48,492
* Includes Due from Principal Officers of Company Rs. 20,481/-
(Previous Year Rs. 25,653/-)

TOTAL 34,79,73,840 31,10,84,109

SCHEDULE  12 - CURRENT LIABILITIES  & PROVISIONS :
(A) CURRENT LIABILITIES :
Sundry Creditors - SSI
(a) Above 30 days 63,40,610 2,15,33,120
(b) Others 1,09,16,912 1,39,69,470
Sundry Creditors - Others 39,63,64,929 28,28,76,406
Other Liabilities 3,48,26,316 3,82,60,203
Security Deposits 1,61,88,846 1,60,69,668
Unclaimed dividend / fixed deposits & interest on the same 15,22,236 2,42,456
(Refer Note No. 12 in Schedule 21)
Interest accrued but not due 1,42,46,034 1,38,35,004
Advances from Customers 85,26,563 44,16,355

48,89,32,446 39,12,02,682

(B) PROVISIONS :
Taxation 12,37,05,697 11,15,50,697
Excise Duty 1,91,49,158 2,14,73,036
Retirement Benefits 2,24,12,847 2,15,61,245
Dividend - Proposed 2,39,28,248 1,79,46,186
Corporate Dividend Tax 33,55,937 22,99,355

19,25,51,887 17,48,30,519

TOTAL 68,14,84,333 56,60,33,201

SCHEDULE 13 - MISCELLANEOUS EXPENDITURE :
(To the extent not written off or adjusted)
Deferred Revenue Expenditure : (Refer Note No. 11 in schedule 21)
(a) Voluntary Retirement Benefits 1,34,14,410 1,78,85,874

Add : Incurred during the year 18,03,475 —
Less :  Written off till date 1,40,15,569 44,71,464

12,02,316 1,34,14,410
(b) Preliminary Expenses 2,69,162 5,86,130

Less :  Written off 2,69,162 3,16,968

— 2,69,162

TOTAL 12,02,316 1,36,83,572

Schedules forming part of the Balance Sheet (Contd.)
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Schedules forming part of the Profit and Loss Account

SCHEDULE 14 - OTHER INCOME :
(A) OPERATING INCOME :

Conversion Charges (Tax deducted at Source  Rs. 4,47,531/-) 2,16,54,843 3,26,69,452
(Previous year Rs. 4,81,828/-)

Insurance Claim (Loss of Profit) 62,04,191 —
Foreign Currency Exchange Fluctuation (Net) 1,52,13,615 95,94,000
Sundry Receipts 1,26,00,300 67,16,431

5,56,72,949 4,89,79,883

(B) NON OPERATING INCOME :
Miscellaneous Sales 1,65,55,220 1,32,09,642
Rent (Tax deducted at Source Rs. NIL) 1,500 1,77,060

(Previous year Rs. 36,211/-)
Dividends :
On Trade Investment — 96,80,000
On Non-Trade Investment 71,960 79,000
Interest :
On Investment 5,11,016 4,25,847
On Deposits (Tax deducted at Source  Rs. 2,55,617/-) 13,86,026 18,12,194

(Previous year Rs. 3,68,226/-)
Other Interest 2,47,045 1,00,837

21,44,087 23,38,878
Insurance Claim 30,65,691 1,56,837
Profit on Sale of Fixed Assets — 69,71,291
Profit on Sale of Investment (Net) — 3,43,34,568

Provision for diminution in value of Investment Written Back — 30,29,452

— 3,73,64,020

2,18,38,458 6,99,76,728

TOTAL 7,75,11,407 11,89,56,611

SCHEDULE  15 - COST OF MATERIALS :
(A) Raw Materials:

Stock (Opening) 7,14,14,246 5,64,14,303
Add: Purchased during the year 199,26,23,934 157,55,34,835

206,40,38,180 163,19,49,138
Less: Stock(Closing) 17,09,67,168 7,14,14,246

189,30,71,012 156,05,34,892
(B) Consumption of Packing Materials 4,85,22,572 4,37,19,917
(C) Consumption for Trading Activity 5,68,16,530 6,40,06,083
(D) Excise duty 8,39,162 43,76,823

TOTAL 199,92,49,276 167,26,37,715

SCHEDULE  16 - EMPLOYEES’ REMUNERATION AND BENEFITS :
Salaries, Wages and Bonus 20,80,11,539 18,69,58,782
Contribution to Provident and Other funds 2,04,43,633 1,53,34,107
Staff Welfare Expenses 2,13,33,804 1,72,23,661

TOTAL 24,97,88,976 21,95,16,550

2004-2005 2003-2004
Rs. Rs. Rs.
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Schedules forming part of the Profit and Loss Account (Contd.)

2004-2005 2003-2004
Rs. Rs. Rs.SCHEDULE  17 - OPERATIONAL EXPENSES :

Power, Fuel and Water 32,96,13,135 34,06,66,382
Insurance 1,15,31,076 1,13,06,127
Repairs & Maintenance :
(a) Plant & Machinery 7,61,21,279 8,71,85,548
(b) Buildings 37,66,168 62,40,498
(c) General 34,37,828 32,62,150

8,33,25,275 9,66,88,196
Conversion Charges 3,42,57,455 2,81,48,485
Lease Rent 20,24,357 3,07,975
Loss on Discarding/Disposal of Fixed Assets (Net of transfer from 46,61,316 —

Revaluation Reserve Rs. 1,59,055)

TOTAL 46,54,12,614 47,71,17,165

SCHEDULE 18 - ADMINISTRATIVE, SELLING & GENERAL EXPENSES :
Rent 51,69,040 57,71,522
Rates & Taxes 1,40,46,575 1,17,16,282
Travelling & Conveyance 1,01,09,708 1,48,10,086
Vehicle Expenses 87,45,140 87,83,519
Sales and Carriage Outward Expenses 4,30,17,092 3,20,45,053
Sales Commission 62,98,802 67,71,730
Cash Discount 61,57,080 62,01,573
General Expenses 7,95,17,567 7,25,51,173
Amalgamation Expenses — 12,17,100
Provision for Doubtful Debts 65,47,449 51,72,207
Bad Debts 9,76,372 12,19,656
Less : Provision for Doubtful Debts written back 14,08,018 11,31,807

61,15,803 52,60,056
Directors’ fees 1,12,000 1,14,000
Auditors’ Remuneration towards :

Audit 7,00,000 6,48,000
Tax Audit 2,00,000 1,00,000
Taxation service 1,50,000 1,00,000
Certification 2,61,600 4,08,683
Management Consultancy 1,00,000 1,81,000
Out of Pocket Expenses 1,68,370 1,02,009

15,79,970 15,39,692

TOTAL 18,08,68,777 16,67,81,786

SCHEDULE  19 - INTEREST AND FINANCE CHARGES :
Interest
Fixed period Loans 4,55,16,613 6,48,97,061
Other Loans 4,57,01,879 5,01,51,703

9,12,18,492 11,50,48,764
Finance / Bank Charges 2,16,42,299 1,43,03,173

TOTAL 11,28,60,791 12,93,51,937

SCHEDULE  20 - DECREASE / ( INCREASE ) IN STOCKS :
Stock as at 1.4.2004

Stock in Process 10,07,92,409 14,09,44,069
Finished Goods 18,46,92,522 17,14,77,869

28,54,84,931 31,24,21,938

Less : Stock as at 31.3.2005
Stock in Process 8,55,99,622 10,07,92,409
Finished Goods 16,70,50,888 18,46,92,521

25,26,50,510 28,54,84,930

TOTAL 3,28,34,421 2,69,37,008
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SCHEDULE 21 – NOTES FORMING PART OF THE ACCOUNTS (FIGURES IN BRACKET ARE OF PREVIOUS YEAR) :

1. Statement of Significant Accounting Policies and changes thereof :
(a) Revenue Recognition :

(i) Sales are recognised when goods are supplied and are recorded net of trade discounts, rebates, sales taxes and
excise duties (the recovery of which is shown separately) but include, where applicable, export incentives.
Conversion income is recognised on completion of production.

(ii) Revenue in respect of overdue interest, insurance claim etc. is recognised to the extent Company is reasonably certain
of its ultimate realisation.

(iii) Expenses are accounted for on accrual basis except medical reimbursement and LTA for employees which are accounted
for on cash basis.

(iv) Provisions are recognized when a present legal or constructive obligation exist and the payment is probable and can be
reliably estimated.

(b) Fixed Assets:
(i) Fixed assets are recorded at historical cost of acquistion or construction other than those fixed assets stated

below (including borrowing cost and expenditure incidental and related to such construction / acquisition) :

As per the valuation report submitted by M/s. P. C. Gandhi & Associates, Chartered Engineers and Government
approved valuers appointed for the purpose, Leasehold Land, Factory and Other Buildings, Plant & Machinery,
Research and Development Equipments and Roads of Nitrite Unit at Nandesari Dist. Baroda have been revalued on
31st October, 1985 whereby original cost of Rs. 9,44,04,668/- as of that date was restated at replacement cost of
Rs. 19,03,80,781/-. The details of said assets as on Balance Sheet date net of subsequent deletions are as follows:-

Assets Original Replacement Method and Indices
Cost (Rs.) Cost (Rs.)

Leasehold Land 16,53,228 1,24,10,000 Prevailing market price on the date of Valuation.
Plant & Machinery 3,84,68,211 7,83,97,647 Replacement costs of these fixed assets have
R&D Equipment 19,69,760 28,81,500 been arrived at by using RBI indices for
Factory & Other buildings and indigenous plant and machinery
Buildings 79,45,290 1,94,78,000 and for imported equipments by using respective
R&D Building 6,56,997 16,76,000 countries indices as also adjusting for customs
Roads 94,316 2,97,000 duty and foreign exchange fluctuations.

5,07,87,802 11,51,40,147

Previous Year 5,26,60,661 11,83,82,147

(ii) Impairment of Assets :
In compliance with Accounting Standard (AS) 28 – ‘‘Impairment of Assets’’ issued by the Institute of Chartered Acountants
of India (ICAI), the carrying amount of Cash Generating Units/Assets are reviewed at balance Sheet date to determine
whether there is any indication of impairment. If any such indication exists, the recoverable amount is estimated at the
higher of net selling price and value in use. Impairment loss is recognized wherever carrying amount exceeds the
recoverable amount.

(iii) Depreciation/Amortisation:
i) Depreciation is provided on straight line basis by applying the rates prescribed in Schedule XIV to the Companies

Act, 1956 with reference to the original  cost of fixed assets acquired/installed after 1.4.87 except in respect of
Aromatics Amines plant where depreciation in respect of plant & machinery is provided on Written Down Value
basis. For this purpose, the items of continuous process plant are identified by the technical officials of the
Company. In respect of plant & machinery, depreciation is provided on pro-rata basis.
The excess depreciation provided on revalued fixed assets over the amount computed on the above basis is
withdrawn from the revaluation reserve and transferred to the Profit & Loss Account.
In respect of depreciable assets for which Impairment Loss is recognized in line with the ‘‘Accounting Standard
AS 28 – Impairment of Assets’’, depreciation/amortisation is charged on the revised carrying amount over the
remaining useful life of the assets.

ii) Premium  paid on leasehold land is amortised equally over the tenure of the lease.

(c) Foreign Currency Transaction :
(i) Transactions in Foreign Currencies are recorded at the exchange rates prevailing on the date of transaction.

Foreign currency monetary assets and liabilities are translated at year end exchange rates. Exchange difference

}
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arising on settlement of transactions and translation of monetary items are recognized as income or expense in
the year in which they arise.

(ii) In respect of forward exchange contracts the difference between the forward rate and the exchange rate at the
inception of the contract is recognised as income or expense over the period of the contract.

(iii) Gains or losses on cancellation / settlement of forward exchange contracts are recognised as income or expense.

(d) Cost of borrowing :

In compliance with AS 16 “Borrowing Costs”  issued by the ICAI, borrowing costs directly attributable to the acquisition/
construction of qualifying assets as also the borrowing costs of funds borrowed generally and used for the purpose of
acquisition/construction of such assets is capitalised upto the date the assets are ready for use. Other borrowing costs
are recognised as an expense in the period in which they are incurred.

(e) Valuation of Inventories :

(i) Raw materials, packing materials and stores and spares are valued at cost. Cost is determined on FIFO basis.

(ii) Finished goods and stock-in-process are valued at cost of purchase of raw materials and conversion thereof including
the cost incurred in the normal course of business in bringing the inventories upto the present condition or at the net
realisable value whichever is lower.

The inventory of joint products are valued by allocating the costs to the joint products by ‘relative sales value’ method.

(iii) By-products are valued at net realisable price.

(f) Treatment of Retirement Benefits :

Contributions are made to the approved funds for providing benefits of provident fund, superannuation and retirement gratuities.

Provision is made in respect of the amount of gratuity liability actuarially estimated at the end of the financial year over
the amount funded with the Life Insurance Corporation of India. Provision is also made in respect of benefit of leave
encashment on retirement, estimated on actuarial basis.

Payments made under Voluntary Retirement Scheme is charged to the Profit and Loss Account over the benefit period
estimated at 5 years are amortised over the re-estimated benefit period of 3 years from this year onwards.

(g) Treatment of contingent liabilities :

These liabilities are separately disclosed in the financial statements.

(h) Accounting for lease payments :

The annual accrual of the component of finance cost embedded in the lease rents payable over the primary lease term is
charged to the Profit & Loss Account. On the other hand, the component representing the cost of leased assets is
amortised over their useful life estimated on the basis of the SLM rates prescribed in Schedule XIV to the Companies
Act, 1956 and accordingly charged to the Profit & Loss Account. The excess of the amount of lease rents falling due and
paid  during the year over the amounts so debited to the Profit & Loss Account is treated as prepaid expenditure and
reflected in the Balance Sheet.

(i) Investments :

Long term investments are carried at cost, provision being made for any decline in the market value thereof otherwise
than of a temporary nature.

(j) Income Tax :

In compliance with AS 22 ‘Accounting for Taxes on Income’ issued by the ICAI, Company provides for deferred tax in
respect of timing differences between taxable income and accounting income for a period that are capable of reversal
in one or more subsequent period subject to consideration of prudence. The provision for deferred tax also includes
the effect of change in tax rate. Provision for current Income Tax is made on current tax rate based on assessable
income computed under the Income Tax Act 1961.

(k) Earnings per share :

The Company reports basic and diluted earnings per equity share in accordance with AS 20, ‘Earnings Per Share’
issued by the ICAI. Basic earnings per equity share is computed by dividing the net income by the weighted average
number of equity shares outstanding for the period. Diluted earnings per equity share is computed by dividing the net
income by the weighted average number of equity shares outstanding including shares pending allotment.

  SCHEDULE 21 - NOTES FORMING PART OF THE ACCOUNTS: (Contd.)
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(l) Segment Reporting - Basis of Information :

The Company operates in three segments : Inorganic Intermediates, Organic Intermediates and Fine & Speciality

Chemicals. Segments have been identified and reported taking into account the nature of the product, the differential

risks and return of the segments, the organisation structure and the internal financial reporting systems.

Inter segment transfer prices are normally negotiated amongst the segments with reference to the costs, market prices

and business risks, within an overall optimisation objective of the Company.

Revenue and expenses have been accounted for based on the basis of their relationship to the operating activities of

the segment. Revenue and expenses, which relate to the enterprise as a whole and are not allocable to segments on

the reasonable basis, have been included under ‘‘Unallocable Expenses’’. Assets and Liabilities which relate to the

enterprise as a whole but not allocable to segments on a reasonable basis, have been included under ‘‘Unallocable

Assets / Liabilities’’.

2. Estimated amount of contracts (net of advances) remaining to be executed on capital account not provided for

Rs. 50.56 lacs (Rs. 40.11 lacs).

3. Contingent liabilities not provided for :

(a) Claim/demands not accepted by the Company Rs. Nil (Rs. 0.80 lacs).

(b) Disputed Income Tax, Sales Tax and Excise liabilities Rs. 317.42 lacs (Rs. 142.06 lacs).

(c) Guarantees/Counter Guarantees issued to HDFC Ltd. / Bankers Rs. 51.76 lacs (Rs. 83.47 lacs).

(d) Bills discounted Rs. 457.10 lacs (Rs. 504.85 lacs).

(e) In respect of the proceedings initiated by Gujarat Pollution Control Board, the Supreme Court has since remanded

back the matter to the High Court of Gujarat to re-examine the compensation of Rs. 86.69 lacs awarded earlier, after

considering as to whether any damage was caused due to alleged degradation to the environment. Pending

re-examination by the High Court no provision is made in the accounts in respect of the said liability.

(f) The Company has received a demand notice for Rs. 1001.38 lacs (Rs. Nil) from the Commissioner of Customs

against which the appeal prepared by the Company was rejected on procedural ground by the CESTAT. However the

Hon’ble High Court of Judicature, Mumbai set aside the order of CESTAT and directed it to hear the case on merits.

Based on legal opinion, the Company is of the opinion that the demand is not sustainable on merits.

4. Deposits include deposits for use of premises for company’s business of Rs. 202 lacs (Rs. 252 lacs) besides interest accrued of

Rs. 4 lacs (Rs. 4 lacs) with the companies in which some of the Directors are Directors/Members. Maximum amount outstanding

during the year Rs. 252 lacs (Rs. 352 lacs). Security deposit of Rs. 200 lacs (Previous year : Rs. 200  lacs) placed with

Shri D.C. Mehta, Managing Director towards lease of residential premises.

5. Disclosures pursuant to the requirements of Accounting Standards :

(a) Accounting for Research & Development :

Expenditure incurred on Research & Development of capital nature which is capitalised is Rs. 1.98 lacs (Rs. 54.67

lacs) whereas the revenue expenses incurred are as under:-

R&D Centre Baroda R&D Centre Pune Total

2004-05 2003-04 2004-05 2003-04 2004-05 2003-04

Materials 1,48,763/- 1,56,239/- 33,24,827/- 37,94,680/- 34,73,590/- 39,50,919/-

Utility — — 51,24,335/- 50,36,737/- 51,24,335/- 50,36,737/-

Maintenance 8,539/- 4,085/- 21,04,774/- 24,97,839/- 21,13,313/- 25,01,924/-

Personnel 2,10,462/- 10,65,934/- 84,51,744/- 77,06,638/- 86,62,206/- 87,72,572/-

Depreciation 1,46,481/- 1,60,784/- 20,11,288/- 17,43,106/- 21,57,769/- 19,03,890/-

Others — 1,15,454/- 20,74,863/- 32,06,462/- 20,74,863/- 33,21,916/-

Total (Rs.) 5,14,245/- 15,02,496/- 2,30,91,831/- 2,39,85,462/- 2,36,06,076/- 2,54,87,958/-

  SCHEDULE 21 - NOTES FORMING PART OF THE ACCOUNTS: (Contd.)




