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NOTICE

NOTICE is hereby given that trie Twelfth Annual General Meeting of
the members,of ESSAR OIL UMJTED will be held at the Registered
Office of the Company at Knamohalia Post, (40th Km. Stone on
Jamhagar-Okha Highway) Dist. Jamhagar - 361305, Gujarat on Friday,
the 28* September, 2001 at 12:30 pirn, to transact with or without
modifications, i's may be permissible, the following business:

ORDINARY BUSINESS
1. To receive, consider and adopt the Balance Sheet as at 31st

March, 2001, the Profit'& Loss Account tor'the year ended on
that date and the reports of the Boand of Directors and Auditors
thereon.

2. To appoint a Director in place of Shri R N Ruia who retires from
office by rotation and being eligible, offers himself for
reappointrnent.

3. 'To appoint a Director in place of Shri D J Thakkar who .retires
from office by rotation and being eligible, offers himself for
reappointrneflt.

4. To appoint Auditors to hold office from the conclusion of this
. Annual General Meeting until the conclusion of the next Annual

General Meeting and to fix their remuneration.

SPECIAL BUSINESS
5. To consider and, if thought Jit, to pass the following resolution as

an Ordinary Resolution:

"RESOLVED THATSbri Jagdeesh M Mehta, who was appointed
as an Additional Director by the Board of Directors pursuant to
Section 260 of the Companies Act, 1956 and Article 82 of Articles
of Association of the Company and who holds office as a Director
only upto the' date of this'Annual General Meeting and in respect

'of whom the Company has received a notice under Section 257
of the Companies Act, 1956, in writing, proposing his candidature
for the office of director, be and is hereby appointed as a Director
of the Company."

6. To consider and, if thought fit, to pass the following resolution as
an Ordinary Resolution:

"RESOLVED THAT Shri K N Venfe«tasubramanian, who was
appointed as an Additional Director by the Board, of Directors
pursuant to Section 260 of the Companies Act, 1956 and Article
82 of Articles of Association of the Company and who holds office
only upto the date of this Annual General Meeting and in respect

- of whom the'Cbmpany has received a notice under Section 257
of the Companies Act, 1956Mn Yrtiting, proposing his candfdErture
for the office of director, tie and is hereby appointed as a Director

1 of 1he Company fiabfe to retirement by rotation." ;

7. To consider arid, if thought fit, to pass the following resolution as
an Ordinary Resolution:

'•" "RESOLVED THAT ShrrP S Ruia, who was appointed as an
Additional Director by the Board erf Directors pursuant to Section

' 260 of the Companies'Act, 1956 and Article 82 of Articles of
Association of the Company and wno holds office only upto the
date of this Annual General Meeting and in respect of whom the
Company has received at notice under Section 257 ol the

• . ^Companies-Act, 1966, in writing,'proposing his candidature for
the office of. director, be and is hereby appointed as a Director of
the Company liable to retirement by rotation."

8. To consider and, If thought fit, to pass the following resolution as
an Ordinary Resolution:

"RESOLVED THAT pursuant to the provisions of Sections 198,
269,309, and other applicable provisions, if any, of the Companies
Act, 1956 read with Schedule XIII thereto and all guidelines for

managerial remuneration issued by the Central Government from
time to time, approval of the Company be and is hereby given to
the appointment of Shri Jagdeesh M Mehta as the Managing
Director & CEO of the Company for a period of five years with
effect from 31* October, 2000 on the terms and conditions
including remuneration as set out in the Agreement entered into
In that behalf between him and the Company, submitted to the
meeting, which Agreement is hereby specifically approved with
liberty to the Board of Directors to alter and van/ the terms and
conditions of the said appointment and/or Agreement, as may
be agreed to between the Board of Directors and Shri Jagdeesh
M Mehta, in the bas* interest of the Company but so as not to
exceed the limits o* remuneration specified in Schedule XIII to
the Companies Act, 1956 or any amendments that may be made
thereto or otherwise as may be permissible at law.

RESOLVED FURTHER THAT the Board of Directors be and is
hereby authorised to take such steps as may be necessary or
expedient to give effect to this resolution"

To consider and, if thought fit, to pass the*foltowing resolution as
a Special Resolution: ( . :,

"RESOLVED that subject to the provisions of the applicable laws,
guidelines, rules and regulations including the Companies Act,
1956, the Securities Contracts (Regulation) Act 1956 and the
Rules framed thereunder in this regard and subject to such other
approvals, permissions and sanctions as may be required from
the Stock Exchanges with which the securities of the Company
are listed and/or any other relevant authority, and subject to any
conditions or modifications as may be imposed while granting
such approvals, permissions and sanctions and mutually agreed
to in the best interest of the Company, consent of the Company
be and is hereby accorded to the Board of Directors of the
Company (which term shall be deemed to include any Committee
thereof for the time being exercising the powers conferred on the
Board of Directors by this resolution) to'seek voluntary delisting
of its equity shares and 14% Secured Redeemable Non
Convertible Debentures of Rs.105/- each ('NCDs') from all or
any of the Exchanges where the Company's Shared/NCOS are
presently listed and, in particular, The Delhi Stock Exchange
Association Ltd., The Calcutta Stock Exchange Association Ltd.,
Madras Stock Exchange Ltd., The Stock Exchange, Ahmedabad
and Vadodara Stock Exchange Ltd. after taking into account
various factors such as but hot limited to the incidence, impact or
burden of the cost of listing fee payable to the Stock Exchanges
and volume of trading on the relevant Stock Exchanges.

RESOLVED FURTHER THAT the Board of Directors of the
Company be and is hereby authorised to do and perform all such
acts, deeds, matters and things as it may in its absolute discretion
deem necessary, desirable or appropriate and execute all such
applications, deeds, agreements, documents and writings as it
may consider necessary, usual, requisite or proper for giving effect
to this resolution."

By Order of the Board of Directors

Mumbai
23rt August, 2001

Registered Office :
Khambhalia Post,
R O, Box 24,
Dist. Jamnagar-361 305
Gujarat

SHEIKH S. SHAFFI
COMPANY SECRETARY
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NOTES :

(a) A member entitled to attend and vote at the meeting is entitled to
appoint a proxy to attend and vote instead of himself and the
proxy need not be a member.

(b) The Register of Members and Share Transfer Books of the
Company will remain closed from Tuesday, the 25th September,
2001 to Friday, the 28th September, 2001, both days inclusive.

(c) Members/proxies should bring the attendance slip duly filled in
for attending the meeting.

(d) Members desiring any information with regard to Accounts /
Reports are requested to write to the Company at least ten days
before the date of the meeting, so as to enable the management
to keep the information ready.

(e) The Explanatory Statements pursuant to Section 173(2) of the
Companies Act 1956 relating to the Special Business mentioned
in Item Nos. 5 to 9 of the accompanying Notice are annexed.

ANNEXURETO NOTICE

Explanatory Statements pursuant to Section 173(2) of the Companies
Act, 1956.

Hem Nos. 5 and 8

Shri Jagdeesh M Mehta was appointed as an Additional Director of
the Company on 31" October, 2000 and at the same time appointed
as the Managing Director & CEO of the Company for a period of five
years with effect from the said date. Though under the relevant
provisions of Articles of Association of the Company, the Managing
Director is not liable to retire by rotation, under Section 260 of the
Companies Act, 1956 and Article 82 of Articles of Association cf the
Company, Shri Mehta would hold office as a Director only upto the
date of the ensuing Annual General Meeting. It is because of this that
the resolution as per Item No. 5 of the Notice is being proposed for his
appointment as Director of the Company.

Prior to joining Essar Oil, Shri Jagdeesh M Mehta was the
representative of the AV Birla Group on the Board of Mangalore
Refinery and Petrochemicals Limited (MRPL). He has vast experience
of this Industry right from land acquisition to the successful
implementation of that grass-root refinery and its further expansion
and successful commissioning thereof in two phases. He is fully
conversant with all the areas of refining including project configuration,
recruitment, training and arranging rupee / foreign term loans, tie-up
of technology and running the plant successfully at a very high rate of
efficiency. Prior to this assignment, he was the CEO of National Rayon
Corporation Ltd. His work experience and expertise would be useful
for the successful implementation of the Company's Refinery and can
be advantageously availed of to lead the Company's operations.

The terms and conditions of his appointment including remuneration
payable to him are set out in the Agreement entered into by the
Company with Shri Mehta of which the following are the main provisions
including those relating to remuneration.

The basic salary is Rs.3,00,000/- (Rupees Three Lacs only) per month
with further increase as may be determined by the Board or such
other authority / committee as may be delegated by the Board, from
time to time. In addition to salary, the Managing Director & CEO of the
Company, shall be entitled to performance/annual bonus, perquisites
and allowances such as fully furnished accommodation maintained
by the Company, Executive Allowance ot Rs.1,00,000/- per month,
Reimbursement of cooking gas, fuel, etectricity. water, fax, telephone

expenses at home and office at actuals, entertainment and other
related expenses incurred in the conduct of the Company's business
and Medical / Hospitalisation Expenses incurred In India or abroad for
him and his dependent family members. He shaft be entitled to Leave
Travel Allowance equal to two months* basic salary for each completed
year of service. The contribution to Provident Fund, Gratuity and
Insurance will be as per the Rules of the Company. Further, the
Company will contribute 15% of basic salary per annum towards
Superannuation Fund during his period of ernpteymertt He shaH be
entitled to two club memberships including admission fee, if necessary
and reimbursement of expenses thereon and provided with a car for
use in the course of business, for which maintenance and fuel shall
be reimbursed at actuals.

In case of inadequacy of profits during any year comprised by the
period of his office, the remuneration as above wilt be treated as
mtnimum remuneration payable to Shri Mehta.

Apart from the above terms and conditions governing remuneration,
the aforesaid agreement contains further provisions as to the term of
office, the duties of Managing Director & CEO, the provision for earlier
determination of the appointment by either party giving three months'
notice in writing to the other party, etc. Snri Mehta will not be paid any
sitting fee for attending the meetings of the Board or any Committee
thereof.

The appointment of Shri Mehta as Managing Director & CEO on the
terms and conditions set out in the aforesaid agreement is subject to
the approval of the Company in General Meeting and accordingly, the
Board recommends the resolutions at Item Nos. 5 & 8 of the Notice for
approval.

The Agreement with Shri Mehta is available for inspection of members
at the Registered Office of the Company on all working days, except
Saturdays, Sundays and holidays between 11 a.m. and 1 p.m. upto
the date of this Annual General Meeting.

Shri Mehta being the Managing Director & CEO of the Company is
interested in this resolution.

The above may be treated as an abstract of the Agreement between
the Company and Shri Jagdeesh M Merita pursuant to Section 302 of
the Companies Act, 1956.

Item Nos. 6 and 7

Shri K N Venkatasubramanian and Shri P S Ruia were appointed as
Additional Directors of the Company on 31st October, 2000 and 29th

November, 2000 respectively. Pursuant to Section 260 of the
Companies Act, 1956 and Articte 82 of Articles of Association of the
Company, they hold office of Director only upto the date of this Annual
General Meeting.

Shri K N Venkatasubramanian is a Chemical Engineer and an M.Tech
from NT, Kharagpur. Having gained rich experience in the petroteum
sector with major International OH Companies, he became Director -
Marketing of Indian Petrochemicals Corporation Ltd. in 1981 and
thereafter as Director - Operations. He has in the past also served as
Director of State Trading Corporation of India Ltd. He became the
Chairman and Managing Director of Engineers India Ltd. in 1990 and
took over as Chairman & Managing Director of Indian Oil Corporation
in 1991. The Board considers it desirable that the Company should
avail itself of his rich experience which should be oi considerable
benefits to *hr Company.

Shri P S Ruia is 32 years oW and is ,Hie«4dest son of Shri S N Ruia,
Chairman of the Essar Group. He is a Director on the Boards of rnajoi
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companies of the Essar Group including the flagship company, Essar
Steel Ud. and has gained considerable business experience by his
association for a number of years wWi dlfterenl segments of industry.
He rtavwltes afl operattorw connected wfth Steel, Power and Turnkey
fttiMctsrof tfw ONtjOJir'Hft'fe atoo Imofvod'fft'the other Essar Group
actfvtti*s tnrtiugh bactnntnt antf torwwtl integration to utilise ttie
synergy to achtew cwhpetWve1 advantage and propel the Group
towards further growth. His presence ofrvtne Board is of great vafoe
and is an added strength to the Board.

The Directors accordingly .recommend the resolutions at Item Nos. 6
and 7 of the Notice tor your approval.

SfirfK N Venkatasubrflmanian and Shfi P S fiuia are interested in the
respective resolutions relating to therri: Shrl'S N Ruia and Shri R N
Rute, being related to Shrt P S Rtittl, may also be considered to be
Interested irt the resblutk^̂ ^

Hem No. 9 ' - . ., - j -,

The equity shares and 14% Secured Redeerhabte Non Convertible
Debentures of Rs.105/- each ('NCDs')̂ of your Company are presently
flstad at eight stock exchanges, viz.: Saurashtra kutch Stock Exchange
Ltd. CSKSP). The $tock&ehange, MumN ('&SE1), The National
Stock Exchange'of tndb Ltd. CNSE*), The Delhi Stock Exchange
Association Ltd. (bsE1), The Catcutte Stock Exchange Association
Ltd. ('CSE'), Madras Stock Exchange iftd: ('MSE*), Trie Stock
Exchange, Ahmedabad ('ASE") and Va*xtera Stock Exchange Ltd.
CVSE'),

When the shares and NGDs were fnttlalry listed on these Stock
Exchanges alter Ihe Pufeffieiasue in 1996, the Betfhg fee payable was
qiHte nominal. Later on, some of the »oekC)*ftange3 have increased
the listing fee exorbitantly whereas the trading of our securities at
these Exchanges is rare and trading volume negligible. Listing of

securities at the Regional Stock Exchange i.e. SKSE is, hcwvfcw.
compulsory. On the other hand, trading at BSE and NSE are regular
and listing fee payable also much less compared to that charged by
the other Stock Exchanges. With a view to control the expenditure
and conserve resources for the operations of the Company in these
difficult times, it is proposed to delist the securities from the DSE,
CSE, MSE, ASE and VSE.

Share/Debenture holders in Regions of the said five Stock Exchanges
will not suffer due to delisting since with the introduction of screen
based trading on the BS6 and NSE, trading in shares/debentures can
be easily done throughout the country. Moreover, the Company's shares
are one of the scripts which the Securities and Exchange Board of
India ('SEBI') has specified for settlement only in demat form by aN
investors, effective 8th May, 2000.

Members' approval is being accordingly sought by this Resolution to
enable voluntary delisting of the Company's shares and NCDs from
the said Stock Exchanges as required by SEBI Guidelines.

Vbur Directors recommend the Resolution in this item of the Notice for
approval. The Directors holding sharas/NCDs erf the Company may
be concerned with the resolution.

Mumbai
23rt August, 2001

Registered Office :
Khambhalia Post,
P. O. Box 24,
Dist. J am nag a r-361 305
Gujarat

By Order of the Board of Directors

SHEIKH S. SHAFR
COMFW4Y SECRETARY
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Essar Oil Limited

DIRECTORS' REPORT

To the Members of Essar Oil Limited

The Directors have pleasure in presenting the Twelfth Annual
Report together with the audited accounts of the Company for the
year ended 31st March, 2001.

FINANCIAL RESULTS
(Rs. in Crores)

2000-2001 1999-2000

Gross Income 189.17 261.90

Gross Profit 33.94 53.34

Less: Depreciation 20.99 22.29

Profit before Income Tax 12.95 31.05

Less: Provision for Income Tax 2.52 6.00

Net Profit 10.43 25.05

Add: Balance brought forward 114.88 108.33
from previous year

Total amount available for appropriations 125.31 133.38

Less: Appropriations

(a) Foreign Projects Reserve 10.00 18.50

(b) Transfer to General Reserve — —

(c) Proposed Dividend — —

Balance to be carried to Balance Sheet 115.31 114.88

OPERATIONS REVIEW

Refinery & Marketing

Your Company is setting-up a 10.5 MMTPA crude oil Refinery at
Vadinar, Jamnagar (Gujarat). The implementation of the Refinery
Project was progressing smoothly till June, 1998 when the project
site was hit by a severe cyclone damaging some of the facilities
and causing delay in project implementation. The project cost was
reappraised by the lead Financial Institution, ICICI Limited at
Rs.8000 Crores and the participating financial institutions and
banks have sanctioned additional financial assistance. The
Company is at an advanced stage of complying with certain pre-
disbursement conditions stipulated by the financial institutions and
banks after which the work at Refinery site will resume.

The implementation of the Refinery is completed to the extent of
about 63% of the total work and the Company has already incurred
Rs.6300 Crores as on 30th June, 2001. After restarting the project
work, the Refinery is expected to be commissioned, barring
unforeseen circumstances, within a period of 18 to 24 months.
Once commissioned, this will be the second largest private sector
refinery with a high level of competitiveness.

In the intervening period, business environment in this Industry is
expected to witness favourable changes. These changes emerge
from the ongoing economic reform programmes of the Government
of India, mainly from the opening up of petroleum products market
to the Indian private sector and foreign companies and also from
dis-investment by the Government in public sector companies. This
is a key welcome change and is likely to have a significant impact
on the strategic and operational aspects of this Industry.

The Company's refining business is closely linked to the economic
growth of the country. Indian economy is expected to register a
GDP growth rate of around 6% that.should lead to corresporKJJng
growth in the demand for petroleum products. It is expected that
the Company will experience favourable demand position by the
time its commercial production starts.

The Company's Marketing Division is gearing itself to effectively
handle the challenging task of dealing with free market situation
that will be ushered in by April 2002. It plans to be ready with the
superior supply and distribution model, comprehensive retail
marketing plan, including brand strategy and efficient marketing
organisation to leverage this opportunity. To ensure efficient and
economic evacuation of products, investments have been made
in the pipelines linking the Refinery to the Northern and Central
parts of the country. A jetty to load large vessels upto 1,00,000
DWT is also being set-up for coastal movements and for exports.

The Company has been pre-qualified for bidding for acquisition of
stake in privatisation proposal of IBP Company Ltd., a public sector
marketing company. If this materialises, the Company will get strong
competitive edge to market its products. Alternatively, plans have
been drawn to set-up new retail outlets across the country with
initial emphasis in the Western and Northern regions.

The main challenges before the Company will be to cope up with
competition fromthe refineries within India and outside and to deal
with radical changes in the fuel quality norms in international market
and India's desire to follow them in a compressed time frame.

Energy

Relatively high oil and gas prices since the beginning of 2000 have
led to significant increase in drilling activities by Oil companies
worldwide. This has led to sharp increase in the utilisation of Land
Rigs and hardening of rates. The effect has been felt most in North
American markets while other markets including Middle East,
where the Company operates, reflect this trend on a relatively lesser
scale.

The current environment offers opportunities for increase in the
Rig Fleet. It also provides an opportunity to improve realisations
as and when the contracts are renewed by the parties or are re-
tendered.

The Company is currently executing contracts worth about US$
80 million. Two rigs in Oman, which were coming off contract, during
April 2000 to March 2001 have received extensions, which ensures
continued deployment through the current financial year. With
current market trends, rigs coming off the contracts are expected
to get fresh employment at better rates.

After two decades with major Oil and Gas Projects, international
oil companies have entered in several Middle East Countries like
Saudi Arabia and Kuwait. These developments are expected to
generate substantial demand for Drilling Contractors in the coming
years and the Company is expected to obtain a fair deal of business.

The risks and concerns in the Oi! and Gas Industry could arise
due to the policy changes in the spheres of domestic, regional or
international influences, either due to changes within the Industry
or any upheaval in the economic climate in these spheres.
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Exploration and Production

High ofl priced, increasing detnand of petroteum products and
decfirifng domestic oil production have res^tfed in the Government
of India mating jptensive efforts to increase exploration and
production activitiesijî the co t̂ry. ' : ;;

The Company has partnered with intemrational bil cofftpanies both
for risk sharing as well as for techodogy transfer The Production
Sharing Contract for the Rartrta & R-serie's oil and gas fields near
Ratnagiri awaits final execution. The Contract and Joint Operating
Agreement and all associated agreements, were initialled in April
2001. The Division commenced drilling of its first exploratory well
kith* Rajasthan onshore Block RJ-ON-Sb/5 iW'F%bruary2001 and
completed the sam&'rfeentry wlfri encouragrng findings of ott. Plans
are afoot to drill arrother well In close proximity to the first well as
paitol̂ worW'to^hmHmentin Phase III. The'ftomaniah-Nafional
Oil Company - Petrom S.A. Was inducted as Operator1 with '21.%
participating interest Ih Block BB-OS/5. An offsHore Wefofe planned
io be' tinned irt October 2001 in this block. The wbrttfcbura not bfe
commenced in Blocks CB^ON/3 and CR-ON-90/1 pending receipt
of requisite Government approvals. The Division is also evaluating
the current CBM offering by the Government of India and would
bid lor prospective blocks. It is also expected that during the current
year, approval of the Government would bS received for conducting
CBM exploration in Block CB-ON/3 in the Mehasana Dtstrtct of
Gujarat wttere, it may be'recalled that the Cprnpahy had driHed
three wens earlier to establish me CBM poteritiat.

' • . -\CO '" ' •• -'.i\-- ' , , - . ; • '
The execution of the long delayed Ratna contract will enable tipe
Company to monetise the already discovered oil resewesol around
50 million barrels (the Company's share). At the same time,
exploration activities in Rajasthan and Bombay offshore are likely
to result in creation of additional oil and gas reserves. Further,
commencement of CBM activity in Gujarat should help the
Company to move rapidly towards realising the full value of this
resource.

CTRECTORS

During the year under review, Shri R K Sukhdevsinhji, Managing
Director, Shri S R Agrawal, Director (Finance), Shri S V Venkatesan,
and Shri A S Ruia, Directors withdrew from the Board.

Shri Jagdeesh M Mehta was appointed as Managing Director &
CEO for a period of five years with effect from 31st October, 2000
replacing Shri R K Sukhdevsinhji. Shri K N Venkatasubramanian
and Shri P S Ruia also joined the Board as Additional Directors.

IFCI Limited has nominated Shri Tapan Ganguli as its
representative on the Board of the Company. Subsequently, he
was replaced by their Executive Director, Shri M V Muthu.

The Directors wish to place on record their appreciation for the
valuable services rendered by Shri R K Sukhdevsinhji, Shri S R
Agrawal, Shri S V Venkatesan, Shri A S Ruia and Shri Tapan
Ganguli.

Shri R N Ruia and Shri D J Thakkar retire by rotation and being
etigtote offer themselves for re-appointment.

DIRECTORS' RESPONSIBILITY STATEMENT

Pursuant to the provisions of Section 217(2AA) of the Companies
Act, 1956, it is hereby confirmed :

(i) that in the preparation of the accounts for the financial year
. ended 31* March, 2001, the applicable accounting standards
.•. have been followed atong with proper explanation retaking to
• material departures; '. ; . .

(ii) that the Qj'rectors have selected such accounting policies and
applied thiem porisjstentiy and rnaj(fe judgments and estimates
that were reasonable and prudent so as to give a true and fair
view of the stafe" of affairs of the Company at thes,ehcfof the
financial year and of the profit of the Company for that period;

(iii) that the Djrectprs have takfen proper and sufficient'care for
the maintenance of adequate accounting records in
accor̂ arp^ with.the provisions of ihe Cpmpanfes Act, 195k
for safeguarding the assets of the Company and for preventing
and detecting fraud and other irregularities;

. > .»' • • . - : •

(iv) that the Directors have prepared the accounts for the financial
year eno'ed 34 * March, '2001 on a 'going concern' basjs.

PARTICULARS OF EMPLOYEES

Information as per Sectiori 217(2A) of the Companies Act, 1956
read with the Companies (Particulars of Employees! Rules, 1975,
as amended, is given in the Annexure forming part of this Report.
However, as per the provisions of Sectioa219(1)(b)(iv)of the-said
Act, tye Report and Accounts are being sent to all shareholders of
the Company excluding the statement of particulars of employees
u/s 217(2A) of the saifJ Act. Any shareholder interested in obtaining
a copy dfjhis statement may write to the Company Secretary ai
the Registered Office.

ENERGYvfECHNOLOGY AND FOREIGN EXCHANGE

Information in accordance with Section 217(1 )(e) of the Companies
Act, 1956 read with the Ccw^pantqs (Disclosure of ihe Partio r̂s
in the Report of the ,§oard of Directors) Rules. .1988 relating to the
conservation of energy and technology absorption is not provide ,̂
as the same is not applicable to the Company.Tbe Refinery Project
is under implementation. Appropriate steps are being taken for the
conservation of energy and effective absorption of technology.

Particulars relating to Foreign Exchange earnings and outgo appear
in Note Nos.5 and 6 of Schedule XIX to the Annual Accounts.

SUBSIDIARY COMPANY

As required under Section 212 of the Companies Act, 1956, the
audited statements of accounts along with the report of the Board
of Directors and the Auditors' Report thereon of the subsidiary
company, Vadinar Power Company Limited for the financial year
ended 31st March, 2001 are enclosed.

FIXED DEPOSIT

Your Company has not accepted any deposits from public under
Section 58A of the Companies Act, 1956 during the financial year
under review.

DISCLOSURES UNDER LISTING AGREEMENT

With a view to control the expenditure and conserve resources for
the operations of the Company, it is proposed to seek approval of
the members and the holders of 14% Secured Redeemable Non
Convertible Debentures of Rs.105/- each ('NCDs') to delist its
Equity Shares and NCDs from all or any of the following Stock
Exchanges viz. The Delhi Stock Exchange Association Ltd.; The
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Calcutta Stock Exchange Association Ltd.; Madras Stock Exchange
Ltd.; The Stock Exchange, Ahmedabad and Vadodara Stock
Exchange Ltd. at an appropriate time in future. The securities will
continue to remain listed on Saurashtra Kutcn Stock Exchange
Ltd. ('SKSE'), The Stock Exchange, Mumbai ('BSE') and The
National Stock Exchange of India Ltd. ('NSE'). With the introduction
of screen based trading on the BSE and NSE, the members /
debentureholders of the Company have access to online dealings
in the Company's securities across the country.

The trading in securities was suspended temporarily by the Stock
Exchange, Mumbai on 2nd April, 2001 due to investors' complaints
relating to non-receipt of debenture interest. On the Company
taking remedial steps, the trading was resumed in a week's time.

Listing fee for the year 2000-2001 has been paid in full to five
Stock Exchanges and part-payment made to the other three Stock
Exchanges. The Company has requested these Exchanges to
reduce the listing fee in line with BSE and NSE more so due to
lack of any significant trading at these Stock Exchanges. Listing
fee for the year 2001-2002 has been paid to SKSE and
arrangements are being made to make payment of the upto date
listing fee to the other Stock Exchanges.

CORPORATE GOVERNANCE

In terms of clause 49 of Listing Agreement with Stock Exchanges,
the requirements as to corporate governance are required to be
implemented by your Company by not later than 31st March, 2002.
The Company has already implemented substantial portion of the
requirements of corporate governance and necessary steps are
being taken to implement the guidelines fully during the financial
year 2001-2002.

AUDITORS AND AUDITORS' REPORT

M/s. Deloitte Haskins & Setts, Chartered Accountants, Mumbai,
Auditors of the Company hold office until the conclusion of the
ensuing Annual General Meeting. M/s. Deloitte Haskins & Sells,
Chartered Accountants, Mumbai, have informed the Company that,
if appointed, their appointment will be within the limits prescribed

under Section 224(1 B) of the Companies Act, 1956. Accordingly,
the members' approval is being sought to their appointment as the
Auditors of the Company at the ensuing Annual General Meeting.

The information given by the Management, pursuant to Section
217(3) of the Companies Act, 1956, on allocatibri of borrowing
costs into capital and revenue expenditure and note nos. 9 and 10
of .Schedulê  XIX to the Annual, Accounts, as referred to in the
Auditors' Report, are self explanatory and do not call for further
explanations and comments.

PROJECTIONS v/s PERFORMANCE

The Projected ffeiancials for the year 2000-2001 in the Prospectus
include the income from the refinery operations. Since the
commissioning of the Refinery Project has been delayed mainly
due to cyclone, the projected financials could not be achieved.
Against the injected turnover of Rs.467 Crores from the existing
operatk>ns t̂ii$ Company achieved a turnover of Rs,189,17 Crores
during the financial year ended 31st March, 2001. The profit before
tax for the year was Rs.12.95 Crores as against projected profit
before tax of Rs.132 Crores.

ACKNOWLEDGEMENT

The Board wishes to express appreciation and place on record its
gratitude for the faith reposed in and co-operation extended to the
Company by the Government of India, State Governments, various
Government Agencies/Departments, Financial Institutions, Banks,
Customers, Suppliers and Investors of the Company. Your Directors
place on record their appreciation of the dedicated and sincere
services rendered by the employees of the Company.

Mumbai
23rd August, 2001

For and on behalf of the Board of Directors

SNRUJA
CHAIRMAN
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