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FOR THE KIND INFORMATION OF SHAREHOLDERS

: ]

Vide our fetter dt. 3.5.2001, we have intimated to all the Shareholders of SPIC
Organics Ltd (erstwhile UB Petroproducts Ltd] that, they can surrender the Share
Certificates available with them to the Company and obtain Share Certificates of
Manali Petrochemical Ltd {MPL) in exchange.

We have afready despatched the Share Certificates of MPL to the shareholders
who have so far surrendered the Old ones (either in the name of UB Petroproducts
Ltd or SPIC Organics Ltd] to us.

We also wish to state that we'have already made the entire allotment and the
Share Certificates are ready for despatch The shareholders of SPIC Orgz -ics Ltd
orUB Petroproducts Ltd who are yet to surrender the Old Certificates are rc - “ired
to do so immediately to our Regustrars and Share Transfer Agent M/s. C..neo
Corporate Services Limited and collect the Share Certiﬁcates of MPL in exchange.
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NOTICE TO SHAREHOLDERS

NOTICE is hereby given that the Fifteenth Annual General Meeting of the Members of
Manali Petrochemical Ltd will be held on Thursday, the 20th September 2001 at 3.05 p.m.
at “Kamaraj Arangam” No. 574-A, (New No.492), Anna Salai, Teynampet,Chennat - 600 006
to transact the following business :

ORDINARY BUSINESS :

1.

To receive, consider and adopt the audited Balance
Sheet of the Company as at 31st March 2001 and
the Profit and Loss Account for the year ended un
that date and the Reports of the Directors and
Auditors thereon.

To appoint a Director in the place of
Mr. G. Raghavendran, who retires by rotation and
being eligible offers himself for re-appointment.

To appoint a Director in the place of
Mr. R. Subramaniam, who retires by rotation and
being eligible offers himself for re-appointment.

To consider and if thought fit, to pass with or without
modification, the following Resolution as a
SPECIAL RESOLUTION :

"RESCLVED THAT pursuant to Section 224-A of
the Companies Act, 1956, M/s. S. R. BATLIBOI &
Co., Chartered Accountants, Chennai, the retiring
Auditors, be and are hereby re-appointed as
Auditors of the Company to hold office from the
conclusion of this Annual General Meeting untit the
conclusion of the next Annual General Meeting of
the Company on a remuneration to be fixed by the
Board of Directors of the Company in connection
with the Company's Audit.”

SPECIAL BUSINESS :

5.

To consider and if thought fit, to pass with or without
modification, the following Resolution as an
ORDINARY RESOLUTION:

“RESOLVED THAT Mr. T. Willington, whose term of
office as Additional Director of the Company
expires at this Annual General Meeting and in
respect of whom the Company has received a
notice under Section 257 of the Companies Act,
1956 from a Member proposing the candidature
of Mr. T. Willington for the office of the Director, be

and is hereby appointed as a Director of the
Company, whose period of office shall be liable to
retirement by rotation.”

To consider and if thought fit, to pass with or withaut
modification, the following Resolution as
ORDINARY RESOLUTION:

"RESOLVED THAT Mr. D. Arunachalam, whose term
of office as Additional Director of the Company
expires at this Annual General Meeting and in
respect of whom the Company has received a
notice under Section 257 of the Companies Act,
1956 from a Member proposing the candidature
of Mr. D. Arunachalam, for the office of the Director,
be and is hereby appointed as a Director .of the
Company, whose period of office shall be tiable to
retirement by rotation.”

To consider and if thought ¢, to pass with or without
modification, the following Resolution as an
ORDINARY RESOLUTION :

“RESOLVED THAT pursuant fo Article 146 of the
Adticles of Association of the Company and the
provisions of Sections 198, 269, 309 read wi

Schedule Xl and other applicable provisions, if ar&. '
of the Companies Act, 1956 (including any statutory
modifications and / ¢r re-enactments of the
Companies Act and / or any notification which the
Central Government may issue from time to time)
and subject to the approval of the Central
Government, if necessary, and Financial Institutions
and such other approvals as may be required and
such alteration / medification, if any, that:"may be
effected by the above mentioned bodie$ in that
behalf, approval of the Members be and is hereby
accorded for the appointment of
Mr. G. Ramachandran, as Managing Director of the
Company for a period of & years with effect from
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27-10-2000 on the terms and conditions of
remuneration as set out in the Explanatory
Statement annexed hereto.”

“RESOLVED FURTHER THAT in the event of any
statutory amendment or relaxation to Schedule Xii
or any provisions of the Companies Act and to
Income Tax Act, Income Tax Rules or issue of any
notification under the aforesaid Acts / Rules, the
Board of Directors be and is hereby authorised to
alter and vary the terms and conditions of
appointment and increase the remuneration and to
sign / execute necessary agreement, deeds, alc.
and to take all such steps, deeds, matters and

&

8. To consider and if thought fit, to pass with or without

modification, the following Resolution as an
ORDINARY RESOLUTION :

"RESOLVED THAT pursuant to the provisions of
Section 293(1)(e) of the Companies Act, 1956 and
cother applicabie provisions, if any, a sum of
Rs.1,13,120/- contributed by the Company to
Gujarat Earthquake Relief Fund as donation, be
and is hereby approved.”

“RESOLVED FURTHER THAT the action of the
Directors in having contributed the amount to
Gujarat Earthquake Relief fund. in view of urgency,

_things as may be considered necessary on behalf be and is hereby ratified.”

of the Company to give effect {o the above

resolution.”
Registered Office :
SPICHOUSE, 88, Mount Road, By Order of the Board
Guindy, Chennai - 600 032. S. DIRAVIAM
July 24, 2001 Company Secretary
NOTES :

1. A member entitied to attend and vote at the meeting is entitfed to appoint a proxy to attend and on a poll
to vote instead of himself and a proxy need not be a member of the Company.

2. The proxies in order to be valid must be recejved by the Company at its Registered Office / Principal
Office of the Company, not less than 48 hours before the commencement of meeting.

Relevant Expianalory Statement of material facts pursuant to Section 173(2} of the Companies Act, 1956, in
respect of ltem Nos.4 to 8 of the Nolice is annexed herelo.

4. Members / Proxies should bring the Attendance slip sent herewith, diudy filled in and signed and hand over the
same at the entrance of the hall for attending the meeting and Members who hold shares in the dematerialised
form, are requested to indicate without fail their DP 1D and Client ID numbers i the Attendance Slips. Members
are requested to bring their copies of the Annual Report with them. -

5. The Register of Members and the Share Transfer Books of the Company will remain closed from 31-8-2001
to 14-9-2001 (both days inclusive).

6. Members are requested to fumish the details of their nomination (if not already sent) in the necessary Form
to the Registered office / Principal Office of the Company.
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ANNEXURE TO NOTICE

EXPLANATORY STATEMENT
(Pursuant to Section 173(2) of the Companies Act, 1956)

ITEM NO.4

As per Section 224-A of the Companies Act, 1956, if 25% or
more of the Subscribed Capitaf of the Compay is hekd by the
Central or State Government, Public Financial Institutions or
Nationalised Banks or General Insurance Companies, whether
singly or in any combination, the appointment or re-
appointment of the Auditors at each Annual General Meeting
shall be made by a Special Resolution. Since more than 25%
of the Subscribed Capital of the Company is held by the Public
Financial Institutions, the re-appoiniment of Auditors has to be
made-by a Special Resoiution and accordingly the Special
Resolution as set out in {em No.4 of the accompanying notice,
is recommended for adoption by the Members.

None of the Directors of the Company is concerned or
interested in the above Resoiution.

ITEM NO.5

Mr. T. Willington, Nominee of TIDCO, was co-opled as an
Additional Director of the Company on 19-6-2001 in terms of
Section 260 of the Companies Act, 1956 read with Article 97
of the Articles of Association of the Company. Mr T Willington
holds office upto the date of this Annual General Meeting. The
Company has received notice in writing from a member under
Section 257 of the Companies Act, 1955, along with a deposit
of Rs.500/- as required under that Section, signifying his
intention to propose the appeointment of Mr. T. Willington as a
Director of the Company, who is liabie to retirement by rotation.

Mr. T. Willington is a General Manager of Taminadu Industrial
Development Corporation Limited, Chennai and represents
TIOCQ on the Board of the Company. 1In view of his vast
experience, the Board considered, that, the appointment of
Mr. T. Willington as a Director will be beneficial to the Company
and accordingly fecommends the passing of the Ordinary
Resolution set out in item No.5 of the accompanying notice.

None of the ODirectors of the Company except
Mr. T. Willington is concerned or interested in the above
Resolution.

ITEM NO.6

Mr. D. Arunachalam, Managing Director of Tamilnadu
Petroproducts Limited was co-opled as an Additional Director
of the Company on 24-7-2001 in terms of Section 260 of the
Companies Act, 1956 read with Adicle 97 of the Articles of
Association of the Company. Mr. D. Arunachalam, holds office
upto the date of this Annual General Meeting. The Company
has received notice in writing from a member under Section
257 of the Companies Act, 1956, along with a deposit of
Rs.500/- as required under that Section, signifying his intention
to propose the appointment of Mr. D. Arunachalam, as a
Director of the Company, who is liable to retirement by rotation.

Mr. D. Arunachalam possesses 29 years of experience in SPIC
group of Companies and is presently the Managing Director
of Tamilnadu Petroproducts Limited. In view of his vast
experience, the Board considered, that, the appointment of
Mr. D. Arunachalam, as a Director will be beneficial to the
Company and accordingly recommends the passing of the
Ordinary Resolution set out in item No.6 of the accompanying
netice.

None of the Directors of the Company except
Mr. D. Arunachalam, is concermned or interested in the above
Resolution.

{TEM NO.7 .

Consequent to the retirement of Mr N C Piliai on complation of
his tenure as Managing Director, the Board at its meeting held
con 24-10-2000 zppointed Mr G Ramachandran as Managing
Director of the Company for a period of -5 years with effect
from 27-10-2000. Eartier, he was Deputy Managing Director
of the Company with effect from 5-2-2000 before his elevation
as Managing Director.

M. G. Ramachandran is a Chemical Engineer with a past
graduate Degree in Business Administration and possesses
over 26 years of Industrial experience in fertilizer and
petrochemical industries. He is involved in the development
and seftting up of the project right from its inception,
Mr. G. Ramachandran worked for SPIC for 16 years before
joining MPL on 1-8-1989. He has rich experience in designing,
operating and commissioning of large fertilizer and
petrochemicai plants. Mr. G. Ramachandran, Managing
Girector, would be receiving the same remuneration as he was
receiving as Deputy Managing Director, The terms and
conditions of remuneration to Mr. G. Ramachandran are 35
follows :

1. Salary :
Rs.45 000/- {(Rupees forty five thousand only) per month
including deamess allowance.

2.  Commission or Special AHowance not exceeding the total
annual salary.

3. Perquisites :

Perquisites shall be atlowed in addition to both salary and
commission or special allowance. Howewer, ibshall be
restricted to an amount equal to the annual salary.
Perquisites are presently classified as follows

i) Housing / House Rent Allowance ;
The expenditure incurred by the Company will be subject
to a ceiling of 60% of the salary.

i} Gas, Electricity, Water and Furnishings :
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The expenditure incurred by the Company on gas,
electricity, water and furnishings shall be vatued as per
the Income Tax Rules, 1962.

i)  Medical Reimbursement :
Expenses incurred for him and his family.

tv) Leave and Leave Travel Concession :

Leave as per Rules of the Company including encashment
of ieave. Leave Travel Concession for seff and family
once in a year incurred in accordance with the Rules of
the Company.

v) ClubFees:
Fees of clubs subject to a maximum of two clubs.

vi) Personal Accident Insurance :

Personal Accident {nsurance of an amount, the annual
premium of which does not exceed Rs.4,000/-.

For the purpose of calculating the above ceiling,
perquisites wilt be evaluated as per the income Tax
Rules, wherever applicable. in the absence of any such
rule, perquisites shall be evaluated at actual cost.
However, the Board will have liberty to amend the ceiling
of the each of the above perquisites so as not to exceed
the limit of annual salary orto allow any other perquisite.

4. Other payments and provisions, which shall not be
included in the computation of the ceiling on remuneration:

iy  Contribution to Superannuation Fund and towards
Provident Fund :
Contribution towards Provident fund will be in
accordance with the Provident Fund Rules of the
Company from time to time. Contribution to Pension /
Superannuation Fund together with Provident Fund shall
not exceed the limit as laid down in the Income Tax Rules,
1962. Contribution to Provident Fund, Superannuation
Fund and Annuity Fund will not be included in the
computation of the ceiling on perquisites to the extent
these either singly or put fogether are not taxable under
the income Tax Act / Rules / Notifications.

i)  Gratuity
‘Gratuity payable shail not exceed one haif month's salary
for each completed year of service.

#) Encashment of leave.

iv) Car:
Prowvision of Company’s car for business and persdnat
use.

Registered Office :
SPICHOUSE -

88, Mount Road, Guindy,
Chennai - 600 032.

July 24, 2001

®

v} Telephone:
Provision of telephone at residence.

5. Reimbursement of Expenses :

i} Entertainment expenses :
Reimbursement of entertainment expenses actually and
properly incurred for the business of the Company,

subject to a reasonabie ceiling as may be fixed from time
to time by the Board. - :

iy Reimbursement of travelling expenses actually and
properly incurred for the business of the Company,
subject to a reasonabie ceiling as may be fixed from time
to time by the Board.

MINIUM REMUNERATION :

In the event of loss, absence or inadequacy of profits in any
financial year during the currency of tenure of
Mr. G. Ramachandran, the remuneration aforesaid shall be the
minimum remuneration payable to him. However, any excess
over the limits on minimum remuneration prescribed under the
Companies Act, 1956, read with Schedule Xl to the Companies
Act, 1956, shall be payable to Mr. G. Ramachandran with the
appraval of the Central Government, if necessary.

The Board therefore, recommends passing of Ordinary
Resolutions as contained under item No.7 of the accompanying
notice.

None of the Directors of the Company except
Mr. G. Ramachandran, Managing Director tc the extent of
remuneration payable to him, is concerned or interested inthe
above Resolution.

ITEM NO.8

in response to the appeal made by the Government of india,
the Company has made a contribution_of a sum of
Rs.1,13,120/- to Gujarat Earthquake Relief Fund. However,
the approval of the members is now sought for and the Board
of Directors recommends the resolution for adoption.

None of the Directors of the Company is concerned or
interested in the above resolution.

INSPECTION OF DOCUMENTS

The Documents referred to in this Notice / Explanatory
Statement are open for inspection by any member at the
Principal office of the Company during the Company's
business hours on any working day upto the date of Annual
General Meeting.

By Order of the Beand

S. DIRAVIAM
Congpany Secretary
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DIRECTORS' REPORT
To

The Shareholders

The Directors have pleasure in presenting the 15th Annual
Report of the company together with the audited statement of
accounts for the year ended 3tst March 2001.

MERGER OF SPIC ORGANICS LTD (SORL)
Members would recall, that, the Management was planning to
merge the activities of SORL, a sister company in SPIC Group
manufacturing the same line of products, with your Company
taking into consideration benefits that would accrue as a result
of the mergec. The scheme of amaigamation approved by the
shareholders of SORL and MPL in the Court-convened
meetings held on 9th November 2000 & 10th November 2000
respectively, was finaily approved by the Hon'ble High Court
of Madras vide its order dt. 21st March 2001. in accordance
with the scheme which took effect from 1st Aprit 2000, the
assets and liabilities of SORL were transferred and vested
with MPL from that date, the consideration for the {ransfer of
assets and liabilities having been arrived at based on the swap
ratio recommended by an independent vaiuer.

Your Company has intimated all the sharehotders of SORL the
receipt of approval order granted by the High Court of Madras
for the amalgamation and the record date of 7.6.2001 fixed
for the aliotment of equity shares of MPL to the shareholders
of SORL in the swap ratio of 1:1. The atiotment of shares
was made on 30.6.2001.

The operating and financial results presented for the year,
accordingly, reflect the performance of the merged entity.

OPERATING RESULTS FOR THE YEAR 2000-01:  {(Rs. Lakhs)
SALES
PRODUCT 2000-2001" 1999-2000
QTY (MT} [Value (Rs.)f QTY (MT)|Value (Rs)
Propylene Oxide 7 37562 125 145.23
Propylene Glycol | 10021 | 711894 | 5899 3913.11
Polyols 42212 | 1117685 | 7070 6402.06
{socyanates 902 1261.71 1093 1546.30
Others " 87368 44451
Totah - 20806.60 12451.21
FINANCIAL RESULTS FORTHE YEAR 2000-01:  {Rs. Lakhs)
‘ 2000-2001* | 1999.2000
DESCRIPTION
Rs.) {Rs.)
Profit before interest and depreciation 171226 73191
interest 756.76- 505.33
Depreciation 1021.26 562.59
Net Profit / (Loss) before tax (1005.76) (336.01)

* Figures furnished for 2000-2001 pertain to post-merger
activities of MPL, whereas previous year figures pertain to
pre-merger activities of MPL and therefore are not
comparable.

|I

PLANT PERFORMANCE

The offsite and the process plants performed with improved
specific consumption of inputs. Efforts to bring down cost of
the energy and specific consumption of major aggregates,
besides switching to cost effective processes ate being
implemented to achieve optimal operating cost.

The capacity utilisation of the Propylene Oxide, Propylene
Glycol and Palyol Piants are 84%, 83% and 79% respectively.
Maintenance stoppages at Chennai Petroleum Corporation Ltd
{CPCL) resulting in distuption in supply of propylene affected
optimal utilisation of plant capacities between April and

20060. Timely measures taken enabled the company to m

up for some loss in terms of production during the remainil
period of the year.

Last year, Members were informed of the out-of -Court
settlement reached with a major taw material supplier in
raspect of the Company’s claim on them. Consistent with the
accounting policy stipulated in this negard last year, in the light
of endwring benefit derived by the Company as a sequel{o
the settlement, a sum of Rs.435.15 lakhs representing
unabsorbed daims is treated as deferred revenue expenditure
as explained in Note No.7 of Notes on Accounts. As regards
the Auditor's remarks on the above vide para 2(f) of their
Report on Accounts, the enduring benefit to the Company as
a resuit of the out-of-Court settlement mentioned above, forms
the basis of accounting treatment adopted in thistegard.

Members would reczll that the safeguard duty levies on
Propylene Glycol and Polyols were available only till 23.6.2000
and the prices of the Company'’s products had to be readjusted
downwards later. As a result, product pricing was subjected
to enommous pressure fhroughout the year. in adddition,
phenomenal increases i the cost of Propylene and Fumace
Oil eroded the contribution ievels of Company's prn

However, the Company continued to maintain its productioP
tevel to cater 1o its customer needs and retain its market share.

Despite stiff competition faced with on the market front, the
overall performance of the merged entities recorded a turnover
of Rs.20806.60 lakhs, which however, resuited in a net loss
of Rs.1005.76 lakhs after providing for depreciation of
Rs.1021.26 {akhs. In view of the unabsorbed losses, your
Directors regret their inability to recommend any dividend for
the year.

MARKET SCENARIO AND INDUSTRIAL

DEVELOPMENT ' t

‘1
Your company products are partly commodities and partly
specialities. Propylene Glycol and Flexible Siab stock Polyol
faced severe competition as they are commodities wheve the
sales performance is a function of the price of the product.

6
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Since the above products are sold at fow prices on very
attractive credit terms by the muitinationals, the company is
forced to match the terms to maintain its market share. As
some of the customers scaled down their operations due to
problems at their end, the sale was lower than what was
achieved last year.

The system grade of spedciality products are primarily sold to
-original equipment manufacturers of two-wheelers, cars and
refrigerators, who experienced severe selling pressures in

the market and were also facing deceleration. Your company

has increased its market share significantly in spite of negative
growth experienced in the sector. The quantities have
remained static compared to last year in spite of increase in
market share. Due to the continuing sentiments, it is expected
that the performance will continue in this segment. only at the
same level in the current year also. Hence, your company is
" -orking to open new avenues to increase its market share.

'FUTURE OUTLOOK AND NEW PRODUCTS
Your company has also recorded higher sales of Propylene
Giycol Mono Methyl Ether (PGMME) and in the next financial

year the volumes are slated to rise. The other speciality -

products of adhesives for scrap foam has also registered a
significant growth.

The in- house R & D, which is recognized by the Department
of Scientific and Industrial Research, Govemnment of india have
developed systems for the refrigerator manufacture to use
alternate blowing agent of 141B, cyclopentane, cyclopentane
mixtures, 134A etc., which will ensure continued retention of
the market share, since most of the manufacturers have
switched {0 the above allernate blowing agents instead of
R-11 currently being used.

RISKS AND CONCERNS
Your Company is increasingly facing threat of dumping into
the country because nearly 50% of the Flexible Slab stock
Polyol market and 30% of the Propylene Glycol market is met
by imports. Your Company is not able to increase its market
" “hare in this segment even though the capacity is avaitable,
~due to very low prices, discounts and longer credit periods
offered by the multinationat players in this area. Large capacity
plants have also been startzd in the region and some are
being planned and the risk due to increasing dumping in the
country is perceived o be high and a cause of concern for
the Company. Adequate precautionary measures need to be
taken on a continual basis in this area.

1SO 9001

Erstwhile SPIC Organics Ltd. was ISO-9002 certified, whereas
Manali Petrochemical Ltd was certified 1SO-9001 because of
the R&D ang product design works that were additionally

carried out. After the merger the combined entity has now

been certified to ISO-9001 by M/s Det Norske Veritas (DNV).
We have now initiated activities to change over to ISO 9000-
2000, as the standards are being upgraded intemationally.

ENVIRONMENT AND SAFETY

Your company has also {aunched a programme to get
certification under 1SO 14000. It is expected that the
certification can be achieved by June 2002. During the
financial year, the Company continued to improve safety
measures to further enhance accident free operations.

CONSERVATION OF ENERGY

Your Company is evaluated as one of the top five energy
efficient units in Tamilnadu. The need fo optimise utilisation of
energies, continucus efforts towards development of
indigenous technolagies in product development and
conservation of scarce foreign exchange are given their
rightful place in the Company’s Scheme of things. As required
under Section 217(1)(e) of the Companies Act. 1956 read with
Rule 2 of the Companies (Disclosure of particuiars in the Report
of Board of Directors) Rules, 1988, information on
conservation of energy, technology absorption, foreign
exchange eamings and outgo, is given in the Annexure forming
part of this Repont.

ERP

Your company while embarking upon impiementation SAP
based Enterprise Resource Planning {ERP) for certain
functional Management, has successfully completed
customisation of the package.

FIXED DEPOSITS

The company has not accepted any deposits from the public
during the year.

INDUSTRIAL RELATIONS

Your Company attributes to a great extent, its sustenance in
the wake of stiff competition, to the uncompromising
professionalism and commitment of its workforce. Human
Resources, the most productive asset, is given its rightful place
in the company's scheme of things and efforts are oriented
towards its development through high degree of excellence
at work. Industrial relations in the company are exteremely
cordial. A statement giving information and particulars of
employees as required under Section 217(2A) of the
Cormpanies Act, 1956 read with Companies (Parliculars of
Employees) Rules 1974, is attached and forms part of this
report.

DIRECTORS

In terms of Section 256 of the Companies Act, 1956, the
Article 103 of the Articles of Association of the company,
Mr. G. Raghavendran and Mr. R. Subramddiam being eligible
offer themselves for re-appeintment. ‘,.{

" Inthe place of Mr. N.C. Pillai, who retired as Managing Director,

Mr. G. Ramachandran, Deputy Managing Director was
appointed Manaqing Director of the compz.ciy with effect from
27-10-2000.
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