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NOTICE

NOTICE is hereby given that the Twentieth Annual General
Meeting of the Members of IOL Chemicals and
Pharmaceuticals Limited will be held on Saturday, the 22
day of September, 2007 at 10.00 AM at the Registered Office of
the Company, Trident Complex, Raikot Road, Barnala, Punjab
to transact the following business:

Ordinary Business:

1. To receive, consider angI adopt the audited Balance Sheet
of the Company as at 31" March, 2007 and the Profit & Loss
Account for the year ended on that date alongwith the
Reports of the Auditors and the Directors thereon.

2. To appoint a Director in place of Sh Varinder Gupta, who
retires by rotation and being eligible offers himself for
re-appointment.

3. To appoint a Director in place of Dr M A Zahir, who retires by
rotation and being eligible offers himself for
re-appointment.

4. To appoint a Director in place of Sh Yogesh Goel, who retires
by rotation and being eligible offers himself for
re-appointment.

5. To appoint a Director in place of Dr (Mrs) H K Bal, who
retires by rotation and being eligible offers herself for
re-appointment.

6. To appoint a Director in place of Sh Chandra Mohan, who
retires by rotation and being eligible offers himself for
re-appointment.

7. To appoint a Director in place of Mrs Dimple Gupta, who
retires by rotation and being eligible offers herself for
re-appointment.

8. To appoint Auditors and to fix their remuneration.

M/s K K Kapoor & Associates, Chartered Accountants, the
retiring Auditors, being eligible offer themselves for
re-appointment.

Special Business:

9. Re-appointment of Sh Varinder Gupta as Managing
Director of the Company.

To consider and if thought fit, to pass with or without
modification(s), the following resolution as an Ordinary
Resolution:

“RESOLVED that in accordance with the provisions of
Sections 198, 269, 309, Schedule XlIl and all other
applicable provisions of the Companies Act, 1956 (including
any statutory modification or re-enactment thereof, for the
time being in force) and subject to the approval of any
authority, if required, Sh Varinder Gupta be and is hereby
re-appointed as Managing Director of the Company, for a
period of five years with effect from 1% September, 2007 on
the terms and conditions including remuneration as given
below:

1 a) Basic Salary: Rs 80000 /- (Rupees eighty thousands only)
per month

b) Perquisites and allowances: Perquisites and allowances
shall be in addition to basic salary as follows:
a) House Rent Allowance 50% of basic salary
b) Conveyance Allowance 20% of basic salary
¢) Communication Allowance 10% of basic salary
d) Medical Allowance 8.33% of basic salary
e) Newspaper and Periodicals 5% of basic salary

Allowance

f) Children Education Allowance 5% of basic salary
g) Provident Fund Contribution  12% of basic salary
h) Bonus 10% of basic salary
i) Gratuity 4.17% of basic salary
j) Uniform Allowance 8% of basic salary
k) Self Development Allowance 13.33% of basic salary
I) Medical CL/GIS 4.17% of basic salary

2 Other Terms
The Managing Director shall also be entitled to the benefits
under other benefits, schemes, privileges and amenities,
amended salary structure as are granted to the senior
executives of the Company, in accordance with the Company'’s
practice and rules and regulations in force from time to time.

“RESOLVED FURTHER that notwithstanding anything to the
contrary herein contained, where in any financial year, the
Company has no profits or its profits are inadequate, the
Company will pay aforesaid remuneration as minimum
remuneration to the Managing Director within Schedule XIII of
the Companies Act, 1956 and such other guidelines or ceiling
fixed by the Government from time to time.”

“RESOLVED FURTHER that the Board of Directors be and is

hereby authorised to do all acts, matters, things and deeds to

give effect to the re-appointment of Sh Varinder Gupta as
Managing Director of the Company.”

By order of the Board

for IOL Chemicals and Pharmaceuticals Limited

Place : Barnala
Dated : June 23, 2007

Krishan Singla
Sr Company Secretary

NOTES:

i)  Amember entitled to attend and vote is entitled to appoint
a proxy to attend and vote on poll instead of himself/
herself and proxy need not be a member. Proxy form in
order to be effective must be received by the Company
not less than 48 hours before the meeting. The blank
proxy form is enclosed.

i) All activities for transfer of shares, dematerialization of
shares, change of address etc. are carried out by the
Company through its Registrar and Share Transfer Agents
(RTA). Members are requested to made their requests to
RTA at the following address:

Alankit Assignments Limited

2E/21, Jhandewalan Extention,
New Delhi-110 055
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iii) The Register of Members and hShare Transfer Books will
remain closed from Tuesday, 18' day of September, 2007
to Saturday, 22" day of September, 2007 (both days
inclusive).

iv) Members who are holding shares in identical order of
names under more than one folio are requested to send
the relative share certificates to the RTA for consolidation
of the entire holding under one folio.

v) Documents referred to in the Notice are open for inspection
at the Registered Office of the Company on all working
days, except holidays, between 11.00 AM to 1.00 PM

vi) Members desiring any information on Accounts or other
items of Agenda are requested to write to the Company at
its Registered Office at least ten days before the date of the
Annual General Meeting so as to enable the Management
to keep the information ready.

vii) Members are requested to:
a) Intimate their Permanent Account Number (PAN).

b) Notify the change of address with pin code, to ensure
quick delivery of letters.

¢) Bring their copies of Annual Report at the meeting.

d) Complete the enclosed attendance slip and deliver the
same at the entrance of the meeting hall.

e) Provide their e-mail Id for quick correspondence
with them at investor@iolcp.com

EXPLANATORY STATEMENT PURSUANT TO SECTION
173(2) OF THE COMPANIES ACT, 1956.

Item No. 2to 7

The detail of the retiring directors is given in the corporate
governance report under heading ‘Retiring Direcrtors’.

Item No. 9

Sh Varinder Gupta was re-appointed as Managing Director of
the Company for a period of five years with effect from 1"

September, 2007 on the following terms & conditions apuproved
by the Board of Directors in the meeting held on 23" June,
2007 subject to the approval of the shareholders, as approved
by the Remuneration Committee in its meeting held on 23"

June, 2007.

Terms & Conditions of appointment:

1 Tenure : 5 years from the date of appointment i.e. 1%
September, 2007.

2 Remuneration : The remuneration will be paid as follow:

a) Basic Salary : Rs 80000 /- (Rupees eighty thousands
only) per month

b) Perquisites and allowances: Perquisites and allowances
shall be in addition to basic salary as follows:
a) House Rent Allowance
b) Conveyance Allowance
¢) Communication Allowance
d) Medical Allowance

e) Newspaper and Periodicals
Allowance

f) Children Education Allowance 5% of basic salary

g) Provident Fund Contribution  12% of basic salary

h) Bonus 10% of basic salary

i) Gratuity 4.17% of basic salary

j) Uniform Allowance 8% of basic salary

k) Self Development Allowance 13.33% of basic salary

I) Medical CL/GIS 4.17% of basic salary

3 OtherTerms

The Managing Director shall also be entitled to the benefits
under other benefits, schemes, privileges and amenities,
amended salary structure as are granted to the senior
executives of the Company, in accordance with the
Company'’s practice and rules and regulations in force from
time to time.

50% of basic salary
20% of basic salary
10% of basic salary
8.33% of basic salary
5% of basic salary

The above may be treated as an abstract of the terms and
conditions of the appointment of Sh Varinder Gupta pursuant to
section 302 of the Companies Act, 1956. The Board
recommends the resolution for your aproval.

None of the Directors except Mrs Dimple Gupta being related
to the appointee and Sh Varinder Gupta being the proposed
appointee, is interested or concerned in the resolution.

By order of the Board
for IOL Chemicals and Pharmaceuticals Limited

Barnala
June 23, 2007

Place :
Dated :

Krishan Singla
Sr Company Secretary
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DIRECTORS’ REPORT

Dear Members

Your Directors are pleased to present the Twentieth Annual
Report and Audited Accounts for the financial year ended
31st March, 2007.

1. Financial Results

The financial results of the Company for the year under report
are given below:

(Rs in lacs)
Particulars Year ended Year ended
31st March, 2007 31t March, 2006
Net Sales and other Income 20273.45 15316.48
Profit before interest & depreciation 1884.17 1802.75
Interest 664.63 555.30
Profit before depreciation 1219.54 1247.45
Depreciation 348.94 273.26
Profit for the year 870.60 974.19
Less: Prior period expenses 0.67 1.74
Profit before tax 869.93 972.45
Provision for tax 114.85 246.70
Profit after tax 755.08 725.75
Balance brought forward
from previous year 367.58 (358.17)
Balance carried to the Balance Sheet 1122.66 367.58

2. Performance Review

There was overall improvement in the performance of the
Company in production, consumption norms and profitability in
comparison to the previous year’s performance. The net sales
of the Company has increased by 32% from Rs 15316.48 lacs
to Rs 20273.45 lacs due to increase in the capacities of all
plants. The operating profit before interest and depreciation
has marginally increased by 4.5% to Rs 1884.17 lacs during
the year under review against of Rs 1802.75 lacs during the
previous year due to efficient use of resources. The net profit
has increased from Rs 725.75 lacs during the previous year to
Rs 755.08 lacs during the year under review.

3. Expansion -cum-captive co-generation project

During the year, the Company has implemented expansion-
cum-captive co-generation project with a total capital outlay of
Rs 7694 lacs resulted in increase in the capacities of Acetic
Acid plant from 30,000 TPA to 50,000 TPA w.e.f September,
2006, Ethyl Acetate plant from 18,000 TPA to 33,000 TPA w.e.f
September, 2006, Acetic Anhydride from 7,500 to 12,000 TPA
w.e.f June, 2006 and of Ibuprofen from 720 TPA to 1,800 TPA
w.e.f February, 2007. The Company has also commenced the
production of power from the cogeneration plant with a capacity
of 4 MW w.e.f. February, 2007. The full impact of the expansion-
cum-captive co-generation project will be reflected in the
performance in the forthcoming year .

4. Contribution to National Exchequer
Your Company has contributed a sum of Rs 2911.54 lacs as

compared to Rs 2149.94 lacs in the previous year to the National
Exchequer by way of Central Excise Duty in addition to
contribution through other direct and indirect taxes.

5. Allotment of Equity Share

During the year under review, 14,00,000 Equity Shares of
Rs 10/- each at a premium of Rs 45/- per share were allotted on
February 14, 2007, as per SEBI Guidelines.

6. Future Expansions

The Company has further undertaken the expansion of
Ibuprofen plant capacity from 1,800 TPA to 3,600 TPA with a
capital outlay of Rs 1,311 lacs which is being partly financed
from the loans from the institutions and partly through the issue
of equity shares on preferential basis. The Company is also
envisaging the undertaking of setting up manufacturing facilities
of value added products i.e. Acetyl Chloride and Mono Chloro-
acetic Acid with a capital outlay of Rs 1,100 lacs and some
other value added molecules to further strengthen the operations
of the Company.

7. Directors

During the year under review, there is no change in the
directorship of Company. In accordance with the provisions of
the Companies Act, 1956, Article 146 of the Articles of
Association of the Company and Code of Conduct, all Directors
of the Company except the nominee director of IDBI are liable
to retire by rotation and being eligible, offer themselves for
re-appointment.

8. Change of name of the Company

The name of the Company has been changed from ‘Industrial
Organics Limited’ to ‘IOL Chemicals and Pharmaceuticals
Limited’ w.e.f. 5" December, 2006 with the approval of Central
Government.

9. Changein Logo of the Company

The Company has adopted new logo which reflects the belief.
Just the way Mother Earth nourishes and supports all life forms,
Our Company endeavors to support the earth in the same way
by being enviornment-friendly and by minimising wastes and
effluents. Our Company wants its client & customers to grow
together with the organisation and want to contribute to the
growth of the economy by running efficient and effective
operations. The application for the registration of the same has
been made under Trade Mark Act to the concerned authorities.

10. Corporate Governance

The Company has in place a system of Corporate Governance.
A separate report on Corporate Governance alongwith Auditors’
certificate regarding compliance with the clause 49 of the Listing
Agreement is annexed to this Annual Report.

11. Management Discussion and Analysis Report

The Management Discussion and Analysis Report is given
separately in this Annual Report.

12. Safety, Health and Environment

Safety is Company'’s top priority with regard to employment and
the Company has been encouraging safety measures at all
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levels of operation especially at the floor level. Regular training
programmes are being conducted to bring in awareness about
the importance of safety at the work place. Bi-monthly medical
camps are also being organized for the welfare of the members
in addition to regular medical facilities provided to them.

13. Investor Services

The Company is committed to provide the best services to the
shareholders. Alankit Assignments Limited, New Delhi is
working as Registrar and Share Transfer Agents (RTA) of the
Company for transfer and dematerialization of shares. Till date
no correspondence/enquiry from any shareholder is pending
with the Company for reply.

14. Fixed Deposits

The Company has not accepted/renewed any deposits from
the public/members during the year under review.

15. Listing of Shares

The equity shares of the Company continued to be listed and
traded on the Bombay Stock Exchange Limited (BSE). The script
code of the Company at BSE is 524164. The Company has
made all compliances of the Listing Agreement including
payment of annual listing fees to the Stock Exchange.

16. Auditors and Auditors’ Report

M/s K K Kapoor & Associates, Chartered Accountants, Auditors
of the Company, retire at the conclusion of ensuing Annual
General Meeting and being eligible, offer themselves for
re-appointment.The Auditors’ Report on the accounts is
self-explanatory and no comments are required.

17. Cost Auditors

The Central Government had directed the audit be carried out
of the cost accounts maintained by the Company in respect of
chemicals by a qualified cost accountant. The Board subject to
the approval of the Central Government has appointed
M/s Ramanath lyer & Co., Cost Accountants, New Delhi as
Cost Auditors, for the year 2007-08.

18. Industrial Relations

The industrial relations remained cordial and harmonious
throughout the year.

19. Whistle Blower Policy
The Company has adopted Whistle Blower Policy w.e.f

June 23, 2007 and a copy of the same is given separately in
the Annual Report.

20.Energy Conservation/Technology absorption and Foreign
Exchange earnings and outgo

Energy conservation continues to be an area of major emphasis
in the Company. A statement giving details of conservation of
energy, technology absorption, foreign exchange earnings and
outgo, in accordance with Section 217(1)(e) of the Companies
Act, 1956, read with the Companies (Disclosure of Particulars
in the Report of Board of Directors) Rules, 1988 is annexed
hereto as Annexure | and forms part of the report.

The Company has received the “National Award for Energy
Conservation” (2nd prize) in the chemical sector for the year
2006 from the Ministry of Power, Government of India,
consecutively for the second year.

21.Information on personnel

The statement showing the particulars of the employees as
required by the provisions of Section 217(2A) of the Companies
Act, 1956 read with the Companies (Particulars of Employees)
Rules, 1975 as amended, is not given as no employee was in
receipt of remuneration equal to or exceeding Rs 24 lacs per
annum, if employed for the full year or Rs 2 lacs per month if
employed for the part of the year.

22. Directors’ Responsibility Statement

Directors’ Responsibility statement pursuant to the provisions
of Section 217(2AA) of the Companies Act, 1956 is enclosed
as Annexure Il and forms part of the report.

23. Acknowledgement

We are pleased to place on record our sincere gratitude and
appreciation for the assistance and co-operation received from
the Union Government, the Punjab Government, the Punjab
State Industrial Development Corporation Limited, the Financial
Institutions and the Company’s Bankers, Members, Customers
and Business Constituents.
We also place on record our sincere appreciation for the
contribution made by the employees at all levels. Our consistent
growth is made possible by their devout, sincere and unstinted
services.

For and on behalf of the Board

Place :Chandigarh
Dated :June 23, 2007

Varinder Gupta
Chairman & Managing Director
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ANNEXURE | TO THE DIRECTORS’ REPORT

Information as per section 217(1)(e) of the Companies Act, 1956 read with the Companies (Disclosure of Particulars in the
Report of Board of Directors) Rules, 1988 and forming part of the Directors’ Report for the year ended 31t March, 2007.

| CONSERVATION OF ENERGY
1.1 Energy conservation measures taken:
a) Networking of the heat exchangers has been done to save the heat energy & cooling water.
b) Brine consumption have been reduced by using chilled water which ultimately reduced the steam consumption.
c¢) PHE’s and corrugated type heat exchangers are installed in place of Shell & Tube Heat Exchangers which gives more
efficiency hence saves energy.
d) Replacement of old gear boxes and agitators with new hellical type gear boxes and agitators to save power.
e) Newly designed Furnace for Acetic Anhydride Plant to save power, steam and furnance oil.
f)  Replacement of old evaporator in Ibuprofen plant with agitated thin film evaporator to save diesel.

1.2 Additional investments and proposals, if any, being implemented for reduction of consumption of energy.
a) Changing the oxidation technology to save power.
b) Changing the oxidation reactor in Acetaldehyde Plant to save steam and power.
c) Shifting of ordinary distillation to multi pressure distillation system to save steam and power.
d) Heat exchanger networking
e) By utilizing the vent off gases as cooling media to save electrical energy.

1.3 Impact of measures taken at (1.1) and (1.2) above for reduction of energy consumption and consequent impact on the
cost of production of goods:
These measures have been resulted in saving of power, steam and fuel consumption.

1.4 Total energy consumption and consumption per unit of production as per Form-A of the annexure in respect of industries
specified in the schedule thereto.

Particulars Unit 2006-07 2005-06
A. Power and Fuel Consumption
1. Electricity
a) Purchased Units KWH IN LACS 146.87 165.72
Total Amount RS IN LACS 631.54 716.94
Rate/Unit RS/KWH 4.30 4.33

b) Own Generation
i) Through Diesel Generator

Units KWH IN LACS 4.92 5.51
Units per liter of HSD KWH 3.57 3.47
Cost/Unit RS/KWH 8.20 9.10
if) Through Turbine Generator
Units KWH IN LACS 84.11 NIL
Units per MT of Steam KWH 104 NIL
Cost/Unit RS/KWH 3.12 NIL
2. Coal NIL NIL
3. Furnace Oil KL 1601.84 1676.02
4. Others/Internal Generation NIL NIL
B. Consumption per unit of production
Acetic Acid KWH/MT 315 367
Ethyl Acetate KWH/MT 95 109
Acetic Anhydride KWH/MT 371 463
Ibuprofen KWH/MT 3621 3803
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I TECHNOLOGY ABSORPTION
Efforts made in technology absorption as per Form B of the annexure :

FORM-B
Disclosure of particulars with respect to technology absorption.
1. Research & Development (R & D) :
a) Specific areas in which R & D is carried out by the Company:
1. Development the continue process of Mono Chloro-acetic Acid & Acetyl Chloride.
Working of petro based new producti.e. |.B.B.
Also working of new Product (Ciprofloxacin, Paracetamol, Rabiperzole etc.)
Rectifying the deviation of plant.
Designing of new equipment for expansion of existing plant through chemcad.
. Simplifying routes for efficient recovery and cost reduction.
Identifying & synthesising the impurities.
Analysis of material balance, energy balance, mass transfer & heat transfer networks.
Reduction in cost of production & improvement in the quality of the products.

© 00N O A~ WD

b) Benefits derived as a result of the above R& D :
Reduction in cost of production & improvement in the quality of the products.

¢) Future plan of action:

The R & D team is pursuing other option to improve process parameters so as to reduce the product cost and is also looking
forward in other value added chemical & drugs

d) Expenditure on Research & Development:
Expenses incurred on R & D are booked in respective general accounting heads.

2. Technology Absorption, Adaptation & Innovation:  Nil
3. Foreign Exchange Earnings & Outgo:

(Rs in lacs)
Used 136.03
Earned 2107.60

ANNEXURE Il TO THE DIRECTORS’ REPORT

Directors’ Responsibility Statement
Pursuant to provisions of section 217(2AA) of the Companies Act, 1956, it is hereby confirmed that:

1. in preparation of the annual accounts, the applicable accounting standards had been followed along with proper explanation
relating to material departures.

2. the directors had selected such accounting policies and applied them consistently and made judgments and estimates that
are reasonable and prudent so as to give a true and fair view of the state of affairs of the Company at the end of the financial
year and of the profit or loss of the Company for that period;

3. thedirectors had taken proper and sufficient care for the maintenance of adequate accounting records in accordance with the
provisions of this Act for safeguarding the assets of the Company and for preventing and detecting fraud and other irregularities;

4. the director had prepared the annual accounts on a going concern basis.

For and on behalf of the Board

Place : Chandigarh Varinder Gupta
Dated : June 23, 2007 Chairman & Managing Director
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MANAGEMENT DISCUSSION AND ANALYSIS REPORT

1. Industry Structure, Development and Outlook

The Chemical industry which includes basic chemicals and
its products, petrochemicals, fertilizers, paints, gases and
pharmaceuticals etc, plays an important role in the overall
development of our economy. The Chemical industry is one
of the oldest industries in India. It not only plays a crucial role
in meeting the daily needs of the common man, but also
contributes significantly towards industrial and economic
growth of our nation.

The chemical sector accounts for about 17.6% in the output
of manufacturing sector 13-14% in total exports and 8-9%
in total imports of the country in 2005-06. It contributes about
3% in GDP. It contributes in the national revenue about
18-20% of total collection by way of various taxes. India is
the 12th largest producer of chemicals in the world but
constitutes a relatively small portion of 1.9% of global sales
and 1.5% of international trade.

The chemical industry in India is fragmented with few large
companies. There are about 6,600 chemical manufactures.
This sector has made good progress during the last five
years and turned from a net importer in the 1990s to a net
exporter. At present the share of chemicals in total exports
is about 14% against 11.9% in 1999-2000. On the other
hand its share in total imports declined from 10.5% in 1999-
2000 to 8.6% in 2004-05. During 1999-2005 there has
been annual growth of 21.3% in exports of all chemicals as
against 17.8% in total exports. Basic chemicals constitute
major share of exports. On the other hand imports of all
chemicals grew by 14.5% against 17.9% in total imports of
the country.

Alcohol and alcohol based units constitute an important
segment of the Indian Chemical Industry which plays a vital
role in the country’s economy. Alcohol and alcohol based
units account for 11-12 % of the total capital employed in the
manufacturing sector and employ 6 % of the country’s factory
workforce. The alcohol based chemical industry has been
endeavoring to promote export of value added chemicals
rather than molasses and alcohol. Organic chemicals
produced in India have a strong market in the Middle East,
Africa, Far East, European countries and neighboring
Pakistan.

Driven by the knowledge skills, growing enterprises, low
costs, improved quality and buoyant demand (both domestic
and international), the pharmaceutical sector’s value of
output grew more than tenfold from Rs 5,000 crore in 1990
to over Rs 55,000 crore during 2005-06. Indian
pharmaceutical companies now supply almost all the
country’s demand for formulations and nearly 70% of
demand for bulk drugs. With value of exports at over
Rs 21,000 crore or US $4.7 billion in 2005-06, India is today
recognized as one of the leading global players in
pharmaceuticals. Indian pharmaceutical companies
produce about 20% to 22% of the world’s generic drugs (in
terms of value). Internationally, recognized as amongst the
lowest-cost-producers of drugs, India holds fourth position
in terms of volume and thirteenth position in terms of value
of production in pharmaceuticals.

Increasing number of Indian pharmaceutical companies have
been getting international regulatory approvals for their plants
from agencies like USFDA (USA), MHRA (UK), TGA
(Australia), and MCC (South Africa). India has the largest
number of USFDA approved plants for generic manufacture.
Considering that the pharmaceutical industry involves
sophisticated technology and stringent “Good Manufacturing
Practice” (GMP) requirements, major share of Indian pharma
exports going to highly developed western countries bears
testimony to not only the excellent quality of Indian
pharmaceuticals but also price-competitiveness.

. Opportunities and Threats

Opportunities

1. Wider distribution network and customer relations.

. High quality human resources.

. Backward & Forward integration of Products.

. Presence in agro-based industry accepted product quality

. Steady growth in demand due to higher investment in
health care.

6. Increase in standard of leaving which has lead to
development of organic chemical industry .

a b~ wN

Threats:

1. Strengthening of Indian rupee against US dollar.
2. Legislative restrictions.

. Business Segment Performance

The Company deals in main two segments i.e. Chemical
and Pharmaceuticals. While under chemical division the
Company manufactures Acetic Acid, Ethyl Acetate & Acetic
Anhydride and under pharmaceuticals division, the
Company manufactures bulk drug i.e. Ibuprofen. The segment
wise performance is given below:

Acetic Acid

The production of Acetic Acid has increased from 29659 MT
during the previous year to 39566 MT during the year under
review showing an increase of 33%. The sale of Acetic Acid
has also increased by 17% from 13230 MT to 15523 MT
during the year under review.

Ethyl Acetate

The production of Ethyl Acetate has increased from 14009
MT to 17127 MT recording an increase of 22% and its sale
also increased by 24% from 13823 MT to 17177 MT during
the year under review.

Acetic Anhydride

The production of Acetic Anhydride has increased by 86%
from 5095 MT during the previous year to 9492 MT during
the year under review. Accordingly the sale of Acetic
Anhydride has increased by 85% to 9312 MT against 5043
MT during the previous year

Ibuprofen

The production of the Ibuprofen has increased from 622 MT
to 873 MT recording an increase of 40% and its sale
increased from 611 MT to 844 MT during the year under
review signifying a growth of 38%.
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. Future Prospects

The chemical industry has large and growing domestic
market potential due to low per capita consumption of key
petrochemicals such as 3 Kg against global average of 17
Kg for plastics and only 4 kg against 23 kg for polymers,
good R & D base with access to low cost and high quality
human resources and major raw materials are available
within the country or readily importable. The chemical industry
has globe presence in the export of dyes, pharmaceuticals
and knowledge chemicals. The Indian chemical industry has
the potential to grow around $100 billion by 2010 according
to KPMG's analysis based on survey of the industry. Alone
organic chemical industry has the potential to grow around
$ 27 billion by that time. This would imply an annual growth
rate of 16.4 percent (current growth rate is 7.9%) for this
industry. This would mean that the Indian industry’s
composition would change to match the profile of the chemical
industry in global market.

Acetic acid, one of the world’s most important chemicals, is
used in a variety of products that is in textiles, food processing
and pharmaceuticals etc. Major applications are in the
manufacture of Vinyl Acetate which has its main outlets in
paints, adhesives & coatings and PTA. The overall demand
for acetic acid is expected to grow at around 7% pa. In terms
of Acetic acid capacity, Asia has now overtaken North
America to become the largest region. The Asian market still
accounts for about 30% of the US acetic acid exports.

Among the different end use segment of ethyl acetate, the
packaging, adhesives and pharmaceutical industries is
enjoying a healthy growth rate in range of 12 to 15 % pa.
Industry is expected to grow on an average rate of 8% pa
and domestic market is estimated to be around 115000 tons
in 2007-08.

Among the different end use segment of acetic anhydride,
pharmaceuticals enjoying growth rate of 12 % to 15 % pa,
Dyestuff industry 5% to 6% pa and others 6% to 7% pa.

India is an attractive global destination for Pharmaceuticals
due to availability of low cost, high quality production and
regulatory compliances, large and growing number of
USFDA approved plant capacity and low cost of research
and world class testing facilities. The Pharmaceutical
industry has the potential to grow around $ 31 billion by
2010 at an annual growth rate of 27% (current growth rate is
12.3%). The Indian share to the global industry could increase
from 1.9% in 2001 to 3.9% in 2010.

Itis estimated that by the year 2010 industry has the potential
to achieve Rs 1,00,000 crores in formulations with bulk drug
production going up from Rs 8000 crores to Rs 25,000 crores.
In fact, India is currently a world leader in manufacture and
export of basic drugs such as ethambutol and ibuprofen.
Ibuprofen expected growth rate in domestic market is around
7% to 8% and in export 5% to 6%, while global growth rate
is around 4% to 5%. Moreover the worldwide analgesic and
anti inflammatory market is estimated to be worth $50 billion
during the year 2005 and is expected to increase to $75
billion by the year 2010 and $105 billion by the year 2015.

. Risk Management

Our Company beliefs that there is no activity without risk but

at the same time you have to tread very cautiously and with
care. Our Company encourages the members to take
appropriate measures to manage the risk in their sphere to
maximize the value addition in their every activity which will
result in wealth maximization of every stake holder. It enables
us to protect our margins in adverse business conditions
and maximize them in favorable markets.

A description of the main risks to which the Company is
exposed as well as the approach taken by the management
to control and mitigate those risks is shown below:

Competition risk

Our Company may face competition from indigenous as well
as foreign suppliers. Over the years our Company has
de-bottlenecked and expanded the installed capacities of
its chemicals and pharmaceuticals divisions. Our Company
expects to further increase the installed capacity of its
pharmaceuticals division with appropriate investment,
strengthening its economies.

Geographic risk

A significant dependence on a particular market could be a
risk in the event of a selective downturn in that region. Our
Company’s sales are spread throughout the country and
has also expanded the export to about 20 countries to mitigate
this kind of risk.

Technological risk

Technological advances could result in asset obsolence
warranting a high cost of replacement. Our Company is using
the latest technology in the manufacturing, processing and
quality control measures and keeps itself in touch with the
latest advancement in technology and tries to adopt the
same to remain efficient in productivity and cost minimization.

Credit risk

Credit risk is associated with losses that occur when debtors
are unable to meet their repayment obligations on time. The
Company has established internal policies to determine the
credit worthiness and reliability of potential customers.

Liquidity risk

This refers to the possibility of default of a Company to meet
its obligations because of unavailability of funds to meet
both operational and capital requirements. In order to ensure

adequacy of its funding, cash flow forecasts are prepared
regularly and actions taken appropriately.

Foreign exchange risk

The Company is exposed to foreign exchange risk with
respect to foreign currencies, denominated mainly in US
dollars, on revenue and supplies. However, the risk is hedged
partly as the Company is engagsed both in imports and
exports and partly through the purchase of currency
derivatives.

Personnel risk

Personnel risk deals with the risks that effect the safety or
stability of personnel within an organization. These are
managed by through occupational health and safety
management and maintaining good industrial relations
which minimize these risks and provides an organization
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with a competitive edge through maintaining high moral and
highly experienced staff.

Insurance

In order to reduce and mitigate identifiable risks all the
insurable immovable as well as movable assets of the
Company including stocks continued to be properly insured
and all the insurance policies are in force as on the date of
the report.

. Internal Control Systems and adequacy

Well established and well defined internal controls, checks
and systems are in place at all levels and in all departments
of the Company, supported by an internal audit conducted
by independent Chartered Accountants.

. Financial Performance
Overview

There was overall improvement in the performance of the
Company in production, consumption norms and profitability
in comparison to the previous year’s performance. The net
sale of the Company has increased by 32% from
Rs 15316.48 lacs to Rs 20273.45 lacs due to increase in the
capacities of all plants and improvement and modification of
the existing plant structure. The operating profit before interest
and depreciation has marginally increased by 4.5 % to
Rs 1884.17 lacs during the year under review against of
Rs 1802.75 lacs during the previous year.

Share Capital

The Authorized Share Capital of the Company is Rs 20
crores divided into 1,50,00,000 equity shares of Rs 10/- each
and 50,00,000 Preference shares of Rs 10/- each.

During the year, 14,00,000 equity shares of Rs 10/- each
were allotted on February 14, 2007 resulting in increase in
the paid up equity share capital of the Company from
Rs 8,05,00,000 to Rs 9,45,00,000.

Reserves and Surplus

The addition to the Share Premium account of Rs 630 lacs
during the year is due to the premium received on issue of
14,00,000 equity shares of Rs 10/- each at a premium of
Rs 45 per share.

Loan Funds

Secured Loan at the end of financial year 2007 were
Rs 8157.78 lacs, against Rs 3886.15 lacs at the end of
previous year. Unsecured Loan at the end of financial year
2007 stood at Rs 2142.16 lacs, against Rs 1583.79 lacs at
the end of previous year.

Deferred Tax Liability

The Company has a deferred tax liability (net of deferred tax
assets) of Rs 32.82 lacs as on March 31, 2007.

Fixed Assets

During the year, the Company added Rs 4517.88 lacs
(excluding capital work-in-progress) to its gross block of
assets. Gross block of fixed assets as on March 31, 2007
stood at Rs 9624.85 lacs (excluding capital work-in-progress)
as against Rs 5106.97 lacs as on March 31, 2006. The

increase in gross block due to major additions in plant and
machinery of Rs 4048.95 lacs, in freehold land of Rs 31.95
lacs and in building of Rs 428.93 lacs during the year.

The Company remained focused on the growth in fixed
assets required to support its growing business in India and
overseas. The amount in capital work-in-progress stood at
Rs 3563.89 lacs as on March 31, 2007 against Rs 1676.71
lacs as on March 31, 2006.

Current Assets, Loans and Advances
a) Inventories

The Company had inventories of Rs 3030.49 lacs as on
March 31, 2007 against Rs 2122.02 lacs as on March 31,
2006.

b) Sundry Debtors

Sundry debtors amounted to Rs 1867.99 lacs as on March
31, 2007 as compared with Rs 1296.58 lacs as on March
31, 2006.

¢) Cash and Bank balance

As on March 31, 2007 the Company had cash & bank
balance of Rs 338.22 lacs as compared to Rs 240.52 lacs
as on March 31, 2006.

d) Loans and advances

Loans and advances as on March 31, 2007 were Rs 1071.15
lacs as compared to Rs 427.66 lacs as on March 31, 2006

Current Liabilities

Current liabilities went up to Rs 4042.13 lacs as on March
31, 2007 as compared to Rs 2140.18 lacs as on March 31,
2006. This increase is primarily due to increase in sundry
creditors from Rs 1933.40 lacs as on March 31, 2006 to
Rs 3702.03 lacs as on March 31, 2007.

Provisions made towards taxes aggregated to Rs 39.83 lacs
during the year as against Rs 17.90 lacs in the previous
year.

Net Sales

During the year, net sales of the Company has increased by
32% from the previous year. The net sale of the Company is
Rs 20273.45 lacs for the year ended March 31, 2007 as
against Rs 15316.48 lacs in the previous year. Net sale of
the Company has increased mainly due to increase in
production of all the products of the company.

Exports

During the year under review, export turnover of the
Company has registered substantial improvement over the
last year. The exports of the Company on FOB value has
been increased by 89% to Rs 2107.60 lacs as compared to
previous year’s exports of Rs 1113.66 lacs.

Other Income

Other income for the year ended March 31, 2007 is Rs 14.05
lacs as against Rs 18.60 lacs in the Previous year. This
decrease is due to loss on sale of fixed assets Rs 1.69 lacs
during the year. Interest received during the year Rs 12.29
lacs as against Rs 16.12 lacs in the previous year.
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Raw Material Consumed

During the year, percentage of raw material consumption to
net sales is 74.15% as against 71.32% for the previous year
showing an increase of 2.83%. This increase is due to
disproportionate increase in the raw material cost.

Manufacturing Expenses

During the year, percentage of manufacturing expenses to
net sale is decreased by 0.73% from 11.28% to 10.55%.
This decrease is mainly due to increase in productivity,
efficient use of resources and implemention of the
cogeneration plant during the year under review.

Personnel Expenses

Percentage of personnel expenses to net sale during the
year is 1.93% against 2.10% for the previous year. Personnel
expenses ratio decreased mainly due to increase in sales
during the year.

Administrative Expenses

During the year, percentage of administrative expenses to
net sales is decreased by 0.24% from 1.25% to 1.01% due
to increase in sales volume.

Selling and Distribution Expenses

During the year, selling and distribution expenses to net
sale has increased mainly due to increase in the exports.
These expenses stands at 2.98% of net sales during the
year under review against 2.24% in previous year.

Financial Expenses

During the year, percentage of financial expenses to net
sale is 3.28% against 3.63% in previous year showing a
decrease of 0.35% due to increase in sales volume.

Miscellaneous expenditure written off

Miscellaneous expenditure written off for the year ended
March 31, 2007 were Rs 30.80 lacs as against Rs 23.17
lacs for the year ended March 31, 2006.

Depreciation

The depreciation charged to the profit and loss account has
increased during the year to Rs 348.93 lacs as compared to
Rs 273.26 lacs in previous year, mainly because of the
increase in gross block of assets due to implementation of
expansion-cum-captive co-generation project of the
Company.

Profit after tax

The Company has provided provision for current tax, deferred
tax and fringe benefit tax computed in accordance with
provision of Income Tax, 1961. Net provision of tax for the
current year is Rs 114.85 lacs in comparison to Rs 246.70
lacs in the previous year. The reduction in the tax is mainly
on account of adjustment of taxes for earlier years.

During the year, profit after tax is Rs 755.07 lacs against

Place :Chandigarh
Dated :June 23, 2007

Rs 725.74 lacs in the previous year.
Cash flows

Our net cash flow from operating activities for the year ended
March 31, 2007 increased by 37.19% to Rs 1645.21 lacs
against Rs 1225.12 lacs during the previous year mainly
due to increase in trade payables.

Our net cash used in investing activities increased to
Rs 6436.65 lacs in financial year ended 2007 from
Rs 2383.41 lacs in the previous year due to addition in fixed
assets from Rs 2399.54 lacs to Rs 6412.66 lacs.

During the year, net cash flow from financing activities
increased to Rs 4993.78 lacs as against Rs 1395.98 lacs in
the previous year. This increase is due to the inflow of
Rs 693 lacs proceeds from issue of share capital, Rs 4506
lacs from long term borrowing and proceeds from short term
borrowing Rs 323.93 lacs. The cash used for paying interest
is Rs 529.21 lacs as against Rs 446.30 lacs in the previous
year.

8. Contribution to National Exchequer

The Company has contributed a sum of Rs 2911.54 lacs as
compared to Rs 2149.94 lacs in the previous year to the
National Exchequer by way of Central Excise Duty in addition
to contribution through other direct and indirect taxes

. Human Resources

Our Company has a team of about 550 strong members
consisting of 10% engineers and professionals and 20% of
the strength has more than 10 years of experience. Our
Company stresses on the all around development of the
human resources. Our Company belief in respect of human
resources and dignity of labour and consider human
resources very valuable and vital assets for the development
of the organization. To continuously enhance the
competencies of the employees, the Company organizes a
series of in-house as well as external training programmes.

10. Cautionary Statement

Statement in the Management Discussion and Analysis
describing the company objectives, projection, estimates
and expectations may be “Forward Looking Statements” with
in the meaning of applicable laws & regulations. Actual results
may differ materially from those expressed or implied.
Important factors that could make a difference to the
Company’s operations include but are not restricted to the
economic conditions affecting demand/supply and price
conditions in the domestic and overseas markets in which
the Company operates, changes in the Government
regulations, tax laws, and other statues, as also other
incidental factors.

For and on behalf of the Board

Varinder Gupta
Chairman & Managing Director
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CORPORATE GOVERNANCE REPORT
Company’s Philosophy on Corporate Governance.

It has been the continuous endeavor of IOL Chemicals and Pharmaceuticals Limited to exceed and excel through better
Corporate Governance and fair & transparent governance practices, many of which were in place before they were mandated by
SEBI. For creation and maximization of wealth of shareholders on a sustainable and long-term basis, it is imperative for the
Management to institutionalize a “Framework of Corporate Governance and Code of Practices” as an enabling methodology to
further strengthen management and decision-making process. We believe in leveraging the resources to translate dreams into
opportunities and opportunities into reality; to infuse people with a vision which sparks dynamism and entrepreneurship; to
create a system of succession which combines stability with flexibility and continuity with change.

1. Board of Directors:

a) Composition of Board:

The Board comprises one executive director and six non-executive directors including two nominee directors. The Company
is having majority of non executive independent directors on the Board. The detail of the composition of the Board,
attendance at last AGM, shareholding in the Company, number of directorship and committee’s membership & chairmanship
are as given below:

Name of the Category Attendance | Shareholding No. of No. of Committees @

Director at last inthe |Directorship [Memberships | Chairmanships
AGM Company held # held held

Sh Varinder Gupta Promoter Yes 11,56,630 4 — —

(Chairman &

Managing Director)

Dr M A Zahir Non-Executive Yes 300 8 3 3

Sh Yogesh Goel Non-Executive No — 5 2 1

(Nominee of PSIDC)

Sh Chandra Mohan | Non-Executive No — 10 4 —

Dr (Mrs) H K Bal Non-Executive No — 8 4 3

Mrs Lalita Kapur Non-Executive No — 1 — —

(Nominee of IDBI)

Mrs Dimple Gupta Non-Executive No — 2 1 —

#including IOL Chemicals and Pharmaceuticals Limited
@Board Committees for this purpose includes Audit Committee and Shareholders’/Investors’ Grievance Committee (including Board Committees of IOL Chemicals
and Pharmaceuticals Limited)

None of the directors is a Member of more than 10 (ten) committees or Chairman of more than 5 (five) committees as
prescribed under clause 49 of the Listing Agreement.

b) Director Attendance at Board Meetings:
During the financial year 2006-07, the Board of Directors met 13 (thirteen) times on the following dates:

Directors/ Sh Varinder Dr M A Zahir

Date of meeting Gupta
06.05.2006 P

22.05.2006
07.07.2006
26.07.2006
31.07.2006
07.08.2006
18.08.2006
14.09.2006
27.09.2006
11.10.2006
31.10.2006
31.01.2007
14.02.2007

Sh Yogesh Sh Chandra
Goel Mohan

P P

Dr (Mrs)H K Bal | Mrs Lalita Mrs Dimple Total Members
Kapur Gupta Present

P P 7

v|oU|(U|U|(TD|OU|TD|O|(TD|O|T|T
r|o|lo|o|O|O|D|O|(D|O|TD|O|T
v|Uv|TO|O|O|r|O|-|O|r|T|T|T
v|v|(U|U|TD|OU|OD|O|(TD|O|T|T
Moo |jo|w|bd |w|N|w|N >

o |g|lo|lw|O|O|~|r|r|O||O]|—
o |rlo|lr|r|o|r || ]o|r o]
> |-|l-|lol-|-|- || |O|—]|O]|r

[N
w
=
N
=
o
=
w
(o2}
a1

Meetings Attended

P = Present, L= Leave
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There was no gap of more than four months between any two consecutive meetings.

¢) Remuneration of Directors:
i) Executive Directors : The Company paid remuneration to its Managing Director as duly approved by the Remuneration
Committee, Board of Directors, Members of the Company and the Central Government. Detail of the remuneration given
to the Managing Director during the year is given below: (in Rs)

Name Position Salary | Commission | Contribution to Other Total
Provident & | perquisites
other Funds

Sh Varinder Gupta | Managing Director | 4,68,000 — 56,160 6,06,795 |11,30,955

ii) Non Executive Directors: Non-Executive Directors have not paid any remuneration except sitting fees @ Rs. 2500/- each
for attending Board and Committee meetings. The sitting fees has been paid to the respective nominating Institutions for
attending the meeting by their nominee. The detail of sitting fees paid during the year 2006-2007 is as follow:

(in Rs)

Name of the Director Fee paid for Fee paid for Total Fee paid
Board Meetings Committees Meetings

Dr M A Zahir 30000 15000 45000
Sh Yogesh Goel (Nominee of PSIDC) 20000 15000 35000
Sh Chandra Mohan 12500 — 12500
Dr (Mrs) H K Bal 25000 22500 47500
Mrs Lalita Kapur (Nominee of IDBI) 10000 — 10000
Mrs Dimple Gupta 32500 2500 35000

d) Retiring Directors

The brief resume of the retiring directors and other relevant information as required under clause 49 of the Listing Agreement
entered into with the Stock Exchange are furnished hereunder :

1. Sh Varinder Gupta

Sh Varinder Gupta, Promoter Director aged 44 years is presently Chairman and Managing Director of our Company. He is
an industrialist and having wide and rich experience of more than 20 years in chemical and fertilizer industry. He had also
been associated as Joint Managing Director with Varinder Agro Chemicals Limited now merged with Abhishek Industries
Limited from 1989 to 1991.

He is also Director in G Drugs and Pharmaceuticals Limited, Mayadevi Polycot Limited and Trident Towel Limited. He is
holding 11,56,630 equity shares of IOL Chemicals and Pharmaceuticals Limited.

2.Dr M A Zahir

Dr M A Zahir, aged 65 years is a Director of our Company since 1998. He has more than 41 years of experience in business
management education and involved in imparting training to the executives at senior levels of different institutions in public
as well as private sector. He has remained Dean, College of Basic Science and Humanities, PAU, Ludhiana. Presently he is
on the Board of many reputed companies including and Chairman of Synetic Business School (SBS), Ludhiana. In addition
he also takes interest in cultural activities and serving as President of Society for Promotion of Indian Classical Music and
Cultural among Youth, Ludhiana Chapter since 1985. He holds a Masters’ Degree in Commerce and Ph.D.

He is also Director of Hero Cycles Limited, Highway Industries Limited, Ralson India Limited, Sohrab Spinning Mills Limited,
Trident Infotech Corporation Limited, Rockman Industries Limited and Hero Honda Finlease Limited. He is member of Audit
Committee of Hero Cycles Limited, and of Investors’ Grievance Committee in IOL Chemicals and Pharmaceuticals Limited
and Trident Infotech Corporation Limited. He is chairman of Audit Committee in IOL Chemicals and Pharmaceuticals
Limited, Rockman Industries Limited and Trident Infotech Corporation Limited. He is holding 300 equity shares of IOL
Chemicals and Pharmaceuticals Limited.

3.Sh Yogesh Goel

ShYogesh Goel, aged 52 years is Nominee Director of PSIDC in our Company since 1998. He has 31 year rich experience
in his credit in the identification, promotion and implementation of chemical units in joint/assisted sectors. Recently he has
been appointed as a chairman of Punjab Pollution Control Board. He is Graduate in Chemical Engineering from Punjab
University, Chandigarh.

He is also Director in Nahar Industrial Infrastructure Corporation Limited, Yogindera Worsted Limited, Milk Specialities
Limited and Capsugel India Limited. He is member of Audit Committee in Capsugel India Limited and IOL Chemicals and
Pharmaceuticals Limited. He is chairman of Audit Committee of Milk Specialities Limited.

4. Dr (Mrs) HK Bal

Dr (Mrs) H K Bal, aged 66 years is Director of our Company since, 2002. She had served many colleges and was head of
Department of Business Management of Punjab Agriculture University, Ludhiana. She is Doctorate in Statistics and holds
Diploma in Management.

She is also Director of Nahar Spinning Mills Limited, Nahar Exports Limited, Nahar Industrial Enterprises Limited, Shreyans
Industries Limited, Oswal Woolen Mills Limited, Sportking India Limited and Nahar Capital and Financial Services Limited.
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She is member of Audit Committee in Shreyans Industrial Limited, Sportking India Limited, Nahar Industrial Enterprises
Limited and I0OL Chemicals and Pharmaceuticals Limited. She is chairman of Investors’ Grievance Committee in Nahar
Spinning Mills Limited, Nahar Exports Limited and IOL Chemicals and Pharmaceuticals Limited.

5. Sh Chandra Mohan

Sh Chandra Mohan, aged 75 years is Director of our Company since, 2005. He has an experience of more than five
decades in Indian Industry. He was Vice Chairman and Managing Director of Punjab Tractors Limited for 28 years longest
Chief Executive Officer in Indian corporate world. He was instrumental in the designing and developing Indian tractor
named Swaraj with totally indigenous technology which not only competed successfully with foreign technology but exceed
them. He has been decorated with numerous awards including Padmashree in 1985 for his contribution to the industry and
society as well. Even after his stint at Punjab Tractors Limited, he has enlarged his endeavours to develop Indian engineering
capabilities. He is B A (Hons) and B SC in Mechanical Engineering.

He is also Director of Rico Auto Industries Limited, Engineering Innovation Limited, Sandhar Technologies Limited, Winsome
Yarns Limited, DCM Engineering Limited, Kamla Dials & Devices Limited, Winsome Textiles Industries Limited, ITIDA CAD
Services Pvt Limited and Meera Explorations Pvt Limited. He is member of Audit Committee in Winsome Yarns Limited, DCM
Engineering Limited and Winsome Textiles Industries Limited. He is also a member of Investors’ Grievance Committee in
Winsome Textiles Industries Limited.

6. Mrs Dimple Gupta

Mrs Dimple Gupta, aged 40 years is a promoter Director of our Company since, 2006. She is Industrialist and having wide
and rich experience in this field.

She is also a director of Mayadevi Polycot Limited. She is member of Investors’ Grievance Committee in IOL Chemicals and
Pharmaceuticals Limited.

2. Committees of the Board:

a)

b)

c)

d)

Audit and Risk Management Committee

The Audit and Risk Management Committee consists three directors, all being non-executive and independent Director viz.
Dr M A Zahir (Chairman), Dr (Mrs) H K Bal and Sh Yogesh Goel. Statutory Auditors, Internal Auditors, Finance Head are
invitees on the Committee. The Company Secretary acts as Secretary to the Committee.

The terms of reference of Audit and Risk Management Committee are as contained in the Section 292A of the Companies
Act, 1956 and also as contained in the clause 49 of the Listing Agreement. The primary objective of the Audit and Risk
Management Committee is to monitor and provide effective supervision of the management'’s financial reporting process
with a view to ensure accurate, timely and proper disclosures, transparency, integrity & quality of financial reporting and
minimisation of risk.

During the year 2006-2007 the Audit and Risk Management Committee met 4 times on 6" May, 2006, 315t July, 2006, 31%
October, 2006 and 31 January, 2007. There was no gap of more than four months between any two consecutive meetings.
The attendance record of Audit and Risk Management Committee members is given below:

Name of the Director Category No. of Meetings
Held Attended
Dr M A Zahir (Chairman) Non-executive Independent Director 4 4
Sh Yogesh Goel Non-executive Independent Director 4 4
Dr (Mrs) H K Bal Non-executive Independent Director 4 4

Dr M A Zahir, Chairman of the Audit and Risk Management Committee attended the last Annual General Meeting held on
24" June, 2006, at the Registered Office of the Company at Trident Complex, Raikot Road, Barnala.

Remuneration Committee

The Remuneration Committee consists of four members i.e. Dr M A Zahir (Chairman), Dr (Mrs) H K Bal, Sh Yogesh Goel and
Mrs Lalita Kapur, all are non-executive and Independent Directors. No need was arisen during the year to hold the meeting.
The terms of reference of Remuneration Committee include the determination of remuneration packages of the executive
directors including remuneration policy, pension rights etc.

Shareholders’/Investors’ Grievance Committee

The Shareholders’/Investors’ Grievance Committee consists of three members viz. Dr (Mrs) H K Bal (Chairman), Dr M A Zahir
and Mrs Dimple Gupta to specifically look into the redressal of the Shareholders and Investors complaints. During the year
one meeting was held on 15" March, 2007

Name of the Director Category No. of Meetings
Held Attended
Dr (Mrs) H K Bal (Chairman) Non-executive Independent Director 1 1
Dr M A Zahir Non-executive Independent Director 1 —
Mrs Dimple Gupta Non-executive Director 1 1

Other Committees
Besides, the above three committees, the Board of Directors has delegated banking and finance matters to Banking and Finance
Committee which consists four members viz. Sh Varinder Gupta (Chairman), Dr M A Zahir, Sh Yogesh Goel and Dr (Mrs) H K Bal.
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3.

Management Discussion and Analysis Report

The Management Discussion and Analysis Report has been included in this Annual Report and includes discussion on the
matters specified in clause 49 of the Listing Agreement.

. Code of Conduct

The ‘Combined Code of Corporate Governance and Conduct’ has been adopted by the Company in 2003. The said conduct is
available on the website of the Company. A certificate required under clause 49(1)(D)(iii) affirming compliance of said code is
given in this Annual Report.

. Shareholders

a) Disclosures regarding appointment or re-appointment of Directors

According to Article 146 of the Articles of Association of the Company, all Directors for the time being except Nominee
Director of IDBI, are liable to retire by rotation shall retire and being eligible, may offer themselves for re-election at the
Annual General Meeting. Accordingly Sh Varinder Gupta, Dr M A Zahir, Sh Yogesh Goel, Dr (Mrs) H K Bal, Sh Chandra
Mohan and Mrs Dimple Gupta Directors are liable to retire by rotation in the ensuing Annual General Meeting and being
eligible offer themselves for re-appointment.

b) Communication to Shareholders

The quarterly, half yearly and annual results are generally published in ‘Economic Times’ (English), ‘Business Standard’
(English) and the ‘Desh Sewak’ (Punjabi). As per the requirements of the Listing Agreement, the Company is also providing
regular information to the Stock Exchange. The Company is also providing the Quarterly Results, Segment Reports,
Shareholding Pattern, Corporate Governance Report and Annual Report on the EDIFAR website as per clause 51 of the
Listing Agreement. The same are also available at the Company’s website i.e www.iolcp.com.

¢) Compliance Officer

Sh Krishan Singla, Senior Company Secretary is Compliance Officer. Any Investor/Shareholder of the Company can contact
him on the matters related with the Company at 85, Industrial Area, ‘A’, Ludhiana, Phone : 91-161-2225531-35, Fax : 91-161-
2608784, 2226929 and e-mail: krishan@iolcp.com & investor@iolcp.com.

d) Annual General Meetings
The last three Annual General Meetings were held at the Registered Office of the Company at Trident Complex, Raikot Road,
Barnala as per the details given below:

Meetings Date Day Time No. of Special Resolutions
19" AGM June 24, 2006 Saturday 10:00 A.M 4
18" AGM June 25, 2005 Saturday 10.00 A.M —
17" AGM June 12, 2004 Saturday 10.00 A.M —

e) Postal Ballot

During the year ended 31" March, 2007, the Company has not passed any resolution through postal ballot.
f) Outstanding Convertible Securities

There is no outstanding GDRs/ADRs/Warrants or any Convertible instruments.

. Disclosures

a) Related Party Transactions

There have been no materially significant related party transactions, pecuniary transactions or relationships between the
Company and its directors, promoters that may have potential conflict with the interests of the Company at large except the
details of transactions annexed to the Balance Sheet. All details relating to financial and commercial transactions, where
Directors may have a potential interest are provided to the Board and the interested directors neither participate in the
discussion, nor do they vote on such matters.

b) Compliance made by the Company

The Company has continued to comply with the requirements of the Stock Exchange, SEBI and other Statutory Authorities on
all matters related to capital markets during the last three years; no penalties or strictures have been imposed on the
Company by the Stock Exchange, SEBI or any other Statutory Authorities relating to the above.

. General Information for Shareholders

The following information would be useful to our shareholders:

a) The Annual General Meeting of the Company will be held on Saturday, the 22" day of September, 2007 at 10.00 A.M. at
the Registered Office of the Company at Trident Complex, Raikot Road, Barnala, Punjab.

b) Financial Calendar : The last financial year of the Company was of twelve months from April, 2006 to March, 2007. The
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tentative financial calendar of the Company for the year 2007-08 shall be as follow:

Board meetings to take on record

Schedule

Financial Results for the quarter ending June 30, 2007

Financial Results for the quarter ending December 31, 2007
Financial Results for the quarter/year ending March 31, 2008

Financial Results for the quarter/half year ending September 30, 2007

During July 2007
During October 2007
During January 2008
During June 2008

c) Date of Book Closure

Tuesday, the18" day of September, 2007 to Saturday, the 22" day of September, 2007 (both days inclusive)
d) The shares of the Company are listed on the following Stock Exchange:
Name and Address of the Stock Exchange Stock Code

Bombay Stock Exchange Limited (BSE) 524164
Phiroze Jeejeebhoy Towers, Dalal Street, Mumbai

The Company has made all the compliances of the Listing Agreement including payment of annual listing fee to the Stock
Exchange where the shares of the Company are listed.

e) Distribution Schedule:
The distribution schedule of the Company as on March 31, 2007 is as follow:

Range Shareholders Shares
No. of shares Number %age to total holders Number %age to total capital
Upto 5000 8,133 94.02 10,95,632 11.59
5001 to 10000 265 3.06 2,26,079 2.39
10001 to 20000 133 1.54 2,05,308 2.17
20001 to 30000 35 0.41 88,608 0.94
30001 to 40000 12 0.14 42,386 0.45
40001 to 50000 18 0.21 84,609 0.90
50001 to 100000 20 0.23 1,47,605 1.56
Above 100001 33 0.39 75,59,773 80.00
Total 8,649 100.00 94,50,000 100.00
f) Shareholding Pattern:
The Shareholding Pattern of the Company as on March 31, 2007 is as follow:
Category Shares %age
Promoter
- Private Promoters 40,57,953 42.94
- PSIDC 9,80,000 10.37
Sub - total 50,37,953 53.31
Non-Promoters
- Mutual Funds 11,100 0.12
- NRI's/fOBCs 1,630 0.02
- Body Corporate 21,73,368 23.00
- Indian Public 22,25,949 23.55
Sub -total 44,12,047 46.69
Total 94,50,000 100.00

g) Complaints/ queries received and resolved:
Detail of complaints/queries received and resolved during the year 2006-07 are as under:

Sr.No Nature of complaints/ queries No. of complaints/ queries during the year

Received Attended Pending
1 Transfer of shares NIL NIL NIL
2 Dividend 2 2 NIL
3 Loss/Issue of duplicate shares certificate 17 17 NIL
4 SEBI/Stock Exchange 2 2 NIL
5 Change of Address 157 157 NIL
6 Split/Consolidation NIL NIL NIL
7 Others 71 71 NIL
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h)

i)

k

~

Market Price data

Monthly high and low prices of equity shares of IOL Chemicals and Pharmaceuticals Limited at the Bombay Stock Exchange
Limited (BSE) are as follow.

Financial Year 2006-07 IOL Chemicals and Pharmaceuticals Limited BSE SENSEX

High Low High Low
April, 2006 71.10 59.55 12102 11008
May, 2006 75.40 48.85 12671 9827
June, 2006 55.70 36.00 10627 8799
July, 2006 39.25 34.00 10940 9875
August, 2006 43.20 33.90 11794 10646
September, 2006 40.90 36.10 12485 11444
October, 2006 50.40 37.00 13076 12179
November, 2006 46.00 35.35 13799 12937
December, 2006 44.80 35.05 14035 12802
January, 2007 49.50 40.70 14326 13303
February, 2007 49.90 39.50 14724 12801
March, 2007 45.00 34.05 13387 12316

Source: bseindia.com
Registrar and Share Transfer Agents

Alankit Assignments Limited,
“Alankit House” ,

2E/21, Jhandewalan Extension,
New Delhi - 110055

Phone : 91-11-23541234, 42541234
Fax : 91-11-42541967

E mail : alankit@alankit.com

Dematerialisation and Transfer of shares

Dematerialisation and Transfer of shares are being done by Registrar & Share Transfer Agents of the Company. Presently the
Registrar and Share Transfer Agent of the Company is Alankit Assignments Limited, New Delhi.

The equity shares of the Company are under rolling settlement and are compulsory traded and settled only in the dematerialised
form. During the year 2006-2007, 14,89,000 (15.76%) equity shares of the Company have been dematerialised and in total
75,90,930 (80.33%) shares of the Company have been dematerialised as on March 31, 2007. No case is pending for transfer
as well as dematerialisation of shares. The ISIN No. of the Company is INE485C01011.

Plant Location

Village Fatehgarh Chhana, Dhaula Complex,
Mansa Road, Barnala-148 001.

Phone : 91-1679-285285-86

Fax : 91-1679-285292

Address for Correspondence

IOL Chemicals and Pharmaceuticals Limited
85, Industrial Area ‘A’,

Ludhiana — 141 003.

Phone : 91-161-2225531-35

Fax : 91-161-2608784

E-mail : investor@iolcp.com, krishan@iolcp.com

. CEO and CFO certificate

The certificate from the Chairman and Managing Director and Vice President (Finance and Accounts) under clause 49 (V) of
Listing Agreement is given in this Annual Report.

. Auditor’s Certificate on Compliance

A certficate from the Statutory Auditors confirming the compliance of clause 49 (VII) is given in this Annual Report.
10Compliance of clause 49 pertaining to mandatory and non-mandatory requirements

The Company has complied with all the mandatory requirements on Corporate Governance as specified in clause 49 of the
Listing Agreement entered into with the Stock Exchange. So far as Non-Mandatory requirements are concerned, the Company
has constituted the Remuneration Committee of the Board of Directors and has adopted a Whistle Blower Policy.
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Auditors’ Certificate on Compliance with the conditions of Corporate Governance under clause 49 of the Listing Agreement

To
The Members,
IOL Chemicals and Pharmaceuticals Limited

We have examined the compliance of conditions of Corporate Governance by IOL Chemicals and Pharmaceuticals Limited for the
year ended 31t March, 2007 as stipulated in clause 49 of the Listing Agreement of the said Company with Bombay Stock
Exchange Limited.

The compliance of conditions of Corporate Governance is the responsibility of the Management. Our examination was limited to a
review of the procedures and implementation thereof, adopted by the Company, for ensuring the compliance of the conditions of
Corporate Governance. It is neither an audit nor an expression of the opinion on the financial statements of the Company.

In our opinion and to the best of our information and the explanations given to us, we may certify that the Company has complied
with the conditions of Corporate Governance as stipulated in the above mentioned Listing Agreement.

We state that no investor grievance is pending for a period of exceeding one month against the Company as per the records
maintained by the Company and presented to the Shareholders’/Investors’ Grievence 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 K K KAPOOR & ASSOCIATES
Chartered Accountants

Place : Chandigarh Vinay Kohli
Dated : June 23, 2007 Partner
Membership No. 94249

Chief Executive Officer (CEO) and Chief Financial Officer (CFO) Certification
We, Varinder Gupta, Chief Executive Officer and Chairman & Managing Director and Rakesh Mahajan, Chief Financial Officer and
Vice President — Finance & Accounts of IOL Chemicals and Pharmaceuticals Limited, certify that:
1. We have reviewed the financial statements and the cash flow statement for the year ended 31 March, 2007 and that to the best
of our knowledge and belief :
a) these statements do not contain any materially untrue statement or omit any material fact or contain statements that might be
misleading;
b) these statements together present a true and fair view of the Company’s affairs and are in compliance with existing
accounting standards, applicable laws and regulations;

2. There are, to the best of our knowledge and belief, no transactions entered into by the Company during the year are fraudulent,
illegal or violative of the Company’s code of conduct;

3. We accept responsibility for establishing and maintaining internal controls and that we have evaluated the effectiveness of the
internal control systems of the Company and we have disclosed to the auditors and the Audit Committee, deficiencies in the
design or operation of internal controls, if any, of which we are aware and the steps we have taken or propose to take to rectify
these deficiencies;

4. We have indicated to the auditors and the Audit Committee
a) significant changes in internal controls during the year;

b) significant changes in accounting policies during the year, if any, and that the same have been disclosed in the notes to the
financial statements; and

c) instances of significant fraud of which we have become aware and involvement therein, if any, of the management or other
employees who have a significant role in the Company’s internal controls system.

5. We further declare that all board members and senior managerial personnel have affirmed compliance with the code of conduct
for the financial year ended 31t March, 2007.

Varinder Gupta Rakesh Mahajan
Place : Chandigarh Chief Executive Officer, and Chief Financial Officer and
Dated : June 23, 2007 Chairman & Managing Director Vice President (Fin & A/c)
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WHISTLE BLOWER POLICY

I. PREFACE

The Company believes in the conduct of the affairs of its
constituents in a fair and transparent manner by adopting highest
standards of professionalism, honesty, integrity and ethical
behavior. Towards this end, the Company has adopted the
Company’s Code of Conduct (“the Code”), which lay down the
principles and standards that should govern the actions of the
Company and its employees. Any actual or potential violation
of the Code, however insignificant or perceived as such, would
be a matter of serious concern for the Company. The role of the
employees in pointing out such violations of the Code cannot
be undermined. There is a provision under the Code requiring
employees to report violations, which states

Reporting Concerns

5.1 Every employee of the Company shall promptly report
to the management any actual or possible violation of the
Code or an event he becomes aware of that could affect the
business or reputation of his or the Company.

a) Clause 49 of the Listing agreement between the Company
and the Bombay Stock Exchange Limited, Mumbai, provides
for a non-mandatory requirement to establish a mechanism
called ‘Whistle Blower Policy’ for employees to report to the
management instances of unethical behaviour, actual or
suspected, fraud or violation of the company’s code of
conduct or ethics policy.

b) Accordingly, this Whistle Blower Policy (“the Policy”) has been
formulated with a view to provide a mechanism for employees
of the Company to approach the Chairman of the Audit and
Risk Management Committee of the Company

Il. PREAMBLE

This policy is formulated to provide opportunity to employees to
access in good faith, to the Audit and Risk Management
Committee in case they observe unethical and improper
practices or any other alleged wrongful conduct in the Company
and to prohibit managerial personnel from taking any adverse
personnel action against those employees.

Il. APPLICABILITY
This policy applies to all permanent employees of the Company.

IV.POLICY

No adverse personnel action shall be taken or recommended
against an employee in retaliation to his disclosure in good
faith of any unethical & improper practices or alleged wrongful
conduct. This policy protects such employees from unfair
termination and unfair prejudicial employment practices.

V. DEFINITIONS

1. Adverse Personnel Action

An employment-related act or decision or a failure to take
appropriate action by managerial personnel which may affect

the employee’s employment, including but not limited to
compensation, promotion, job location, job profile, immunities,
leaves & training rights or other privileges.

2. Alleged Wrongful Conduct

Alleged wrongful conduct shall mean violation of law,
infringement of Company’s code of conduct or ethic policies,
mismanagement, misappropriation of monies, actual or
suspected fraud, substantial and specific danger to public
health and safety or abuse of authority.

3. Audit and Risk Management Committee

Audit and Risk Management Committee shall mean a
committee of Board of Directors of the Company, comprising of
all Non-Executive Directors, constituted in accordance with the
provisions of section 292A of Companies Act, 1956 read with
clause 49 of Listing Agreement entered into by the Company
with Stock Exchange.

4. Company

Company means “IOL Chemicals and Pharmaceuticals
Limited”.
5. Compliance Officer

Compliance Officer means “Company Secretary” of the
Company.

6. Good Faith

An employee shall be deemed to communicating in ‘good faith’
if there is a reasonable basis for communication of unethical &
improper practices or any other alleged wrongful conduct.

Good faith shall be deemed lacking when the employee does
not have personal knowledge of a factual basis for the
communication or where the employee knew or reasonably
should have known that the communication about the unethical
& improper practices or alleged wrongful conduct is malicious,
false or frivolous.

7. Managerial Personnel

Managerial personnel shall include director, president, vice-
president, manager, department head, supervisor or other
employee who has authority to make or materially influence
significant personnel decisions.

8. Policy or This Policy

Policy or This Policy means “Whistle Blower Policy”.

9. Unethical & Improper Practices

Unethical & improper practices shall mean:

a) An actwhich does not confirm to approved standard of social
and professional behaviour;

b) An act which leads to unethical business practices;

¢) Improper refers to unethical conduct;

d) Breach of etiquette or morally offensive behaviour, etc.

10. Whistle Blower

An employee of the Company who discloses in good faith any
unethical & improper practices or alleged wrongful conduct to
the Audit and Risk Management Committee in writing.
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VI.INTERPRETATION

Terms that have not been defined in this Policy shall have
the same meaning assigned to them in the Companies Act,
1956 and/or any other SEBI Regulation(s) as amended from
time to time.

VII. GUIDELINES
1. Internal Policy & Protection under Policy

This policy is an internal policy on disclosure by the employees
of any unethical and improper practices or wrongful conduct
and access to Audit and Risk Management Committee.
This policy prohibits the Company to take any adverse
personnel action against its employees for disclosing in good
faith any unethical & improper practices or alleged wrongful
conduct to the Audit and Risk Management Committee. Any
employee against whom any adverse personnel action has
been taken due to disclosure of information under this policy
may approach the Audit and Risk Management Committee.

2. False Allegation & Legitimate Employment Action

An employee who knowingly makes false allegations of

unethical & improper practices or alleged wrongful conduct

to the Audit and Risk Management Committee shall be subject
to disciplinary action, up to and including termination of
employment, in accordance with Company’s rules, policies

and procedures. Further, this policy may not be used as a

defence by an employee against whom an adverse personnel

action has been taken independent of any disclosure of
information by him and for legitimate reasons or cause under

Company rules and policies.

3.Disclosure & Maintenance of Confidentiality

An employee who observes any unethical & improper

practices or alleged wrongful conduct in the Company may

report the same to Audit and Risk Management Committee
through e-mail addressed to whistleblower@iolcp.com orin
writing addressed to The Chairman, Audit and Risk

Management Committee, IOL Chemicals and Pharmaceuticals

Limited, 85, Industrial Area, “A”, Ludhiana and shall bear the

identity of the Whistle Blower.

Confidentiality of whistle blower shall be maintained to the

greatest extent possible.

4. Procedures

1. Any employee who observes any unethical & improper
practices or alleged wrongful conduct shall make a report
to the Audit and Risk Management Committee as soon
as possible but not later than fortyfive consecutive calendar
days after becoming aware of the same.

2. If the employee unable to put disclosure in writing, he may
approach Compliance Officer directly or through his
superior or any other employee. The Compliance Officer
shall prepare a written summary of the employee’s
disclosure and provide a copy to the employee.

3. Audit and Risk Management Committee shall appropriately
and expeditiously investigate all whistle blower reports
received. In this regard, Audit and Risk Management
Committee, if the circumstances so suggest, may appoint
a senior officer or a committee of managerial personnel to

investigate into the matter.

4. Audit and Risk Management Committee shall have right to
outline detailed procedure for an investigation.

5. Where the Audit and Risk Management Committee has
designated a senior officer or a committee of managerial
personnel for investigation, they shall mandatory adhere to
procedure outlined by Audit and Risk Management
Committee for investigation.

6. The Audit and Risk Management Committee or officer or
committee of managerial personnel, as the case may be,
shall have right to call for any information/ document and
examination of any employee of the Company or other
person(s), for the purpose of conducting investigation of any
matter under this policy. Number of employees can be called
together. Before this, it must be decided that the whole
investigation must be in accordance with the formulated policy.

7. A report shall be prepared after completion of investigation
and the Audit and Risk Management Committee shall
consider the same.

8. If the investigation leads the Audit and Risk Management
Committee to conclude that the alleged unethical and
improper practice or wrongful conduct existed or is in the
existence, the committee shall recommend to the Board of
Directors of the Company to take such disciplinary or corrective
action as they may think fit.

9. After considering the report, the Audit and Risk Management
Committee shall determine the cause of alleged adverse
personnel action and may order for remedies which may inter-
alia include:

a) Order for an injunction to restrain continuous violation of
this policy;

b) Reinstatement of the employee to the same position or
to an equivalent position;

¢) Order for compensation for lost wages, remuneration or
any other benefits, etc.

5. Notification

All departmental heads are required to notify & communicate
the existence and contents of this policy to the employees of
their department. Every departmental head shall submit a
certificate duly signed by him to the Compliance Officer that this
policy was notified to each employees of his department. The
new employees shall be informed about the policy by the HR
department and statement in this regard should be periodically
submitted to the Compliance Officer.

This policy as amended from time to time shall be made available
at the web site of the Company.

6. Annual Affirmation

The Company shall annually affirm that it has not denied any
personnel access to the Audit and Risk Management Committee
and that it has provided protection to whistle blower from adverse
personnel action.

The affirmation shall form part of Corporate Governance Report
as attached to the Annual Report of the Company.
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AUDITORS’ REPORT

To

The Shareholders,
IOL Chemicals and Pharmaceuticals Limited

1

We have audited the attached Balance Sheet of IOL
Chemicals and Pharmaceuticals Limited (Formerly Industrial
Organics Limited) as at 31t March, 2007 and the Profit and
Loss Account for the year ended on that date annexed thereto.
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.

We conducted our audit in accordance with 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 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 and report thereto:

. 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, we enclose in the annexure a statement on the
matters specified in the said Order.

Further to our comments in annexure referred to in paragraph
(3) above:

(a) We have obtained all the information and explanations,
which to the best of our knowledge and belief were
necessary for the purpose 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 such books.

(c) The Balance Sheet and Profit & Loss Account dealt with
by this report are in agreement with the books of account.

(d) In our opinion, the Profit & Loss Account and Balance
Sheet comply with the Accounting Standards referred in
sub-section (3C) of section 211 of the Companies Act,
1956.

(e) On the basis of representations received from the
directors as on 31.03.2007 and taken on record by the
Board of Directors, we report that none of the directors is
disqualified as on 31.03.2007 from being appointed as
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, read with the
accounting policies and Notes to the Accounts (Schedule
23), the said accounts give the information required by
the Companies Act, 1956 in the manner so required and
give us a true and fair view is in conformity with the
accounting principles generally accepted in India:

i) Inthe case of Balance Sheet, of the state of affairs of
the Company as at 31%t March, 2007 and

ii) In the case of Profit and Loss Account, of the profit
for the year ended on that date.

for K K KAPOOR & ASSOCIATES
Chartered Accountants

Place : Chandigarh Vinay Kohli
Dated : June 23, 2007 Partner
Membership No. 94249

ANNEXURETO THE AUDITORS’ REPORT

Referred to in paragraph 3 of our report of even date,

() (@ The Company has maintained proper records showing
full particulars including quantitative details and situation
of fixed assets.

(b) All fixed 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. No material discrepancies
were noticed on such verification.

(c) During the year, the Company has not disposed of any
major part of the fixed assets.

(ii) (&) The inventory has been physically verified during the
year by the management. In our opinion, the frequency
of verification is reasonable.

(b) The procedure of physical verification of inventories
followed by the management are reasonable and
adequate in relation to the size of the Company and the
nature of its business.

() The Company is maintaining proper records of
inventory. The discrepancies noticed on verification
between the physical stocks and the book records were
not material.

(iii) The Company has not taken loan from any company
covered in the register maintained under section 301 of
the Companies Act,1956.

(iv) In our opinion and according to the information and
explanations given to us, there are adequate internal
control procedures commensurate with the size of the
Company and the nature of its business with regard to
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purchases of inventory, fixed assets and with regard to
the sale of goods. During the course of our audit, we
have not observed any continuing failure to correct major
weaknesses in internal controls.

(v) (a) According to the information and explanations given to

(vi)

(vii)

(b)

(viii)

us, we are of the opinion that the transactions that need
to be entered into the register maintained under section
301 of the Companies Act, 1956 have been so entered.

In our opinion and according to the information and
explanations given to us, the transactions made in
pursuance of contracts or arrangements entered in the
register maintained under section 301 of the Companies
Act, 1956 and exceeding the value of rupees five lacs 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.

The Company has not accepted any deposits as defined
under sections 58A and 58AA of the Companies Act,
1956 and the Companies (Acceptance of Deposits)
Rules, 1975.

In our opinion, the Company has an internal audit
system commensurate with the size and nature of its
business.

We have broadly reviewed the books of account relating
to materials, labour and other items of cost maintained
by the Company pursuant to the rules made by the
Central Government for the maintenance of cost records
under section 209 (1) (d) of the Companies Act, 1956
and we are of the opinion that prima facie the prescribed
accounts and records have been made and maintained.

(ix) (&) The Company is regular in depositing with appropriate

)

(b)

(©

authorities undisputed statutory dues including provident
fund, investor education protection fund, employee’s
state insurance, income tax, sales tax, wealth tax,
custom duty, excise duty, cess and other material
statutory dues applicable to it.

According to the information and explanations given to
us, no undisputed amount payable in respect of income
tax, wealth tax, sales tax, customs duty, excise duty and
cess were in arrears, as at March 31, 2007 for a period
of more than six months from the date they became
payable.

According to the information and explanations given to
us, there are no dues of sales tax, income tax, customs
duty, wealth tax, excise duty and cess which have not
been deposited on account of any dispute.

In our opinion, the accumulated losses of the Company
are not more than fifty percent of its net worth. The
Company has not incurred cash losses during the
financial year covered by our audit and the immediately

(xi)

(xii)

(xiii)

(xiv)

(xv)

(xvi)

(xvii)

(xviii)

(xix)

()

(xxi)

Place : Chandigarh
Dated : June 23, 2007

preceding financial year.

In our opinion and according to the information and
explanations given to us, the Company has not defaulted
in repayment of dues to a financial institution, bank or
debenture holders.

The Company has not granted any loans and advances
on the basis of security by way of pledge of shares,
debentures and other securities.

In our opinion, the Company is not a chit fund or a nidhi/
mutual benefit fund/society. Therefore, the provisions of
clause 4(xiii) of the Companies (Auditor's Report) Order,
2003 are not applicable to the Company.

In our opinion, the Company is not dealing in or trading
in shares, securities, debentures and other investments.
Accordingly, the provisions of clause 4(xiv) of the
Companies (Auditor's Report) Order, 2003 are not
applicable to the Company.

In our opinion, the terms and conditions on which the
Company has given guarantees for loans taken by others
from banks or financial institutions are not prejudicial to
the interest of the Company.

In our opinion, the term loans have been applied for the
purpose for which they were raised.

According to the information and explanations given to
us and on an overall examination of the balance sheet
of the Company, we report that no funds raised on short
term basis have been used for long term investment.

The Company has not made preferential allotment of
shares to the parties and companies covered in the
register maintained under section 301 of the Act.
However, during the year Company has issued
14,00,000 euity shares of face value of Rs 10 each to
the strategic investors on preferential basis as per SEBI
guidelines.

According to the information and explanations given to
us, during the period covered by our audit report, the
Company has not issued debentures.

The Company has not raised money by way of public
issues during the year.

According to the information and explanations given to
us, no fraud on or by the Company has been noticed or
reported during the course of our audit.

for K K KAPOOR & ASSOCIATES
Chartered Accountants

Vinay Kohli
Partner
Membership No. 94249
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BALANCE SHEET AS AT MARCH 31, 2007

Particulars Schedule As at As at
No. 31st March, 2007 31st March, 2006
Rs Rs
I. SOURCES OF FUNDS
1. Shareholders’ Funds
a) Share Capital 1 14,45,00,000 13,05,00,000
b) Reserves & Surplus 2 18,58,11,330 4,73,03,710
¢) Equity Share Warrants — 77,00,000
2. Loan Funds
a) Secured Loans 3 81,57,77,712 38,86,15,105
b) Unsecured Loans 4 21,42,15,508 15,83,79,207
c) Deferred Tax Liability (Net) 32,82,731 —
TOTAL 1,36,35,87,281 73,24,98,022
Il. APPLICATION OF FUNDS
1. Fixed Assets
a) Gross Block 5 96,24,84,527 51,06,96,984
b) Less:Depreciation 18,71,71,534 15,24,31,091
c) Net Block 77,53,12,993 35,82,65,893
d) Capital work-in-progress 6 35,63,89,111 16,76,70,864
1,13,17,02,104 52,59,36,757
2. Current Assets, Loans and Advances
a) Inventories 7 30,30,49,130 21,22,01,698
b) Sundry Debtors 8 18,67,98,709 12,96,58,215
¢) Cash and Bank Balances 9 3,38,22,288 2,40,52,360
d) Loans & Advances 10 10,71,14,515 4,27,65,721
(A) 63,07,84,642 40,86,77,994
Less: Current Liabilities & Provisions
Current Liabilities 11 (B) 40,42,13,339 21,40,17,993
Net Current Assets (A - B) 22,65,71,303 19,46,60,001
3. Miscellaneous Expenditure
(To the extent not written off or adjusted) 12 53,13,874 43,28,543
4. Deferred Tax Assets (Net) — 75,72,721
TOTAL 1,36,35,87,281 73,24,98,022
Notes to the Accounts 23
The Schedules referred to above form an integral part of the Balance Sheet
As per our report of even date annexed hereto For and on behalf of the Board
for K K KAPOOR & ASSOCIATES
Chartered Accountants Varinder Gupta Dimple Gupta
Vinay Kohli Chairman & Managing Director Director
Partner

Membership No. 94249

: Chandigarh
: June 23, 2007

Place
Dated

Krishan Singla
Sr Company Secretary

Rakesh Mahajan
Vice President (Fin & A/c)
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PROFIT AND LOSS ACCOUNT FORTHEYEAR ENDED MARCH 31, 2007

Particulars Schedule Year ended Year ended
No. 31st March, 2007 31st March, 2006
Rs Rs
INCOME
Operating Income
- Turnover 2,31,70,94,281 1,74,47,82,510
Less : Excise Duty 29,11,53,943 21,49,94,367
Net Turnover 2,02,59,40,338 1,52,97,88,143
Other Income 13 14,04,904 __18,60,329
2,02,73,45,242 1,53,16,48,472
EXPENDITURE
Raw Material Consumed 14 1,58,49,00,910 1,14,99,36,182
(Increase)/Decrease in Stocks 15 (8,26,45,219) (5,89,10,287)
Manufacturing Expenses 16 21,36,92,871 17,25,06,912
Personnel Expenses 17 3,91,07,470 3,21,66,669
Administrative Expenses 18 2,04,79,335 1,91,43,634
Selling & Distribution Expenses 19 6,03,12,816 3,42,13,196
Financial Expenses 20 6,64,63,184 5,55,29,737
Miscellaneous Expenditure Written Off 21 30,80,392 23,17,248
Depreciation 3,48,93,919 2,73,26,329
1,94,02,85,678 1,43,42,29,620
Profit for the year 8,70,59,564 9,74,18,852
Add: Previous year Depreciation written back — 1,94,641
Less: Prior period expenses (Net) 22 66,492 3,68,176
Profit before tax 8,69,93,072 9,72,45,317
Less : Provision for taxation
- Current year 97,68,083 81,83,193
- MAT Credit Entitlement (97,68,083) (81,83,193)
- Tax for earlier year — 7,80,276
- Fringe benefit tax 6,30,000 8,85,000
- Deferred tax assets/liabilities (Net) 1,08,55,452 1,14,85,452 2,30,05,376 2,46,70,652
Profit after tax 7,55,07,620 7,25,74,665
Profit /(Loss) brought forward from previous year 3,67,58,059 (3,58,16,606)
Balance carried to the Balance Sheet 11,22,65,679 3,67,58,059
Earning Per Share (Weighted) - -
(Equity shares, nominal value Rs 10/- each)
- Basic 9.18 9.02
- Diluted 9.18 7.68
Notes to the Accounts 23

The Schedules referred to above form an integral part of the Profit & Loss Account

As per our report of even date annexed hereto

for K K KAPOOR & ASSOCIATES
Chartered Accountants

Vinay Kohli
Partner
Membership No. 94249

: Chandigarh
: June 23, 2007

Place
Dated

For and on behalf of the Board

Varinder Gupta
Chairman & Managing Director

Krishan Singla
Sr Company Secretary

Dimple Gupta
Director

Rakesh Mahajan
Vice President (Fin & A/c)
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SCHEDULES ANNEXEDTO AND FORMING PART OF THE ACCOUNTS

Particulars As at As at
31st March, 2007  31st March, 2006
Rs Rs
SCHEDULE 1: SHARE CAPITAL
Authorised
1,50,00,000 (Previous year 1,50,00,000)
Equity Shares of Rs 10/- each 15,00,00,000 15,00,00,000
50,00,000 (Previous year 50,00,000)
Preference Shares of Rs 10/- each 5,00,00,000 5,00,00,000
20,00,00,000 20,00,00,000
Issued, Subscribed and Paid-up
94,50,000 (Previous year 80,50,000)
Equity Shares of Rs 10/- each 9,45,00,000 8,05,00,000
50,00,000 (Previous year 50,00,000) 5,00,00,000 5,00,00,000
7% Non Cumulative Redeemable Preference Shares of Rs 10/- each
14,45,00,000 13,05,00,000
SCHEDULE 2 : RESERVES & SURPLUS
Capital Reserve
Capital Subsidy 65,00,000 65,00,000
Capital Reserve 40,45,651 40,45,651
Share Premium 6,30,00,000 —
Revenue Reserve
Surplus i.e. balance in Profit and Loss Account 11,22,65,679 3,67,58,059
18,58,11,330 4,73,03,710
SCHEDULE 3 : SECURED LOANS
Cash Credit From :
Banks * 11,53,88,478 8,29,90,100
Term Loans From :
Financial Institutions ** 16,47,88,123 17,68,99,123
Banks * 53,27,00,927 12,48,27,619
Vehicle Loans From :
Banks bkl 29,00,184 38,98,263
81,57,77,712 38,86,15,105

*  Cash Credit from the banks are secured by way of first charge on all presentand future finished goods, work-in-process, raw materials, stores & spares and book

debts and further secured by personal guarantee of the Chairman cum Managing Director.

**  Term loans from Financial Institution and Banks are secured by way of equitable mortgage of all the present and future immovable properties of the Company rank
pari passu charge by way of hypothecation of all the Company’s movable properties, save and except Book Debts but including movable machinery, spares, tools
and accessories both present and future subject to prior charges created /to be created in favour of the Company’s Bankers on specified movable properties for
securing borrowings for working capital requirements.The term loans are further secured by the personal guarantee of the Chairman cum Managing Director. Term Loan

from IDBI Ltd is further secured by letter of comfort by a Company.
***  The vehicle loans are secured by hypothecation of vehicles.

SCHEDULE 4 : UNSECURED LOANS

From :
Directors
Others
Deferred Capital Creditors *

2,76,708 2,76,708
20,80,50,775 15,10,88,484
58,88,025 70,14,015
21,42,15,508 15,83,79,207
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SCHEDULE5: FIXED ASSETS

(inRs)
GROSS BLOCK DEPRECIATION NET BLOCK
Particulars As at Additions Sale/ As at Upto For the Written Upto As at As at
31st March, during the | Adjustments | 31stMarch, | 31st March, year back | 31st March, | 31stMarch,| 31st March,
2006 year 2007 2006 2007 2007 2006
Land

Freehold 79,61,632 31,94,770 — | 1,11,56,402 — — — — | 1,11,56,402 79,61,632
Leasehold 25,24,273 — — 25,24,273 2,82,893 43,522 — 3,26,415 21,97,858 22,41,380
Buildings 2,47,66,235 | 4,28,92,910 — | 6,76,59,145 41,04,732 8,74,662 — 49,79,394 | 6,26,79,751| 2,06,61,503
Plant & Machinery | 46,70,22,029 | 40,48,94,812 _|87,19,16,841|14,57,16,079 | 3,28,96,308 — [17,86,12,387 | 69,33,04,454 |32,13,05,950
Furniture & Fixtures 15,50,604 4,18,230 — 19,68,834 9,51,077 4,14,436 — 13,65,513 6,03,321 5,99,527
Vehicles 68,72,211 11,47,371 7,60,550 72,59,032 13,76,310 6,64,991 | 1,53,476 18,87,825 53,71,207 54,95,901
Total 51,06,96,984 | 45,25,48,093 7,60,550 |96,24,84,527(15,24,31,091 | 3,48,93,919 | 1,53,476 |18,71,71,534 | 77,53,12,993 | 35,82,65,893

Previous year 43,02,76,791 | 8,04,20,193 — [51,06,96,984 |12,52,99,403 | 2,73,26,329 | 1,94,641 |15,24,31,091
Capital work-in-progress includes capital advances Rs 119 lacs (Previous year Rs 616.89 lacs) 35,63,89,111 | 16,76,70,864
1,13,17,02,104 | 52,59,36,757

NOTE : The proportionate premium on acquisition of leasehold land has been amortised over the period of 58 years, being the life of building constructed thereon
computed as per the rate of depreciation on straight line method.

Particulars As at As at
31st March, 2007 31st March, 2006
Rs Rs
SCHEDULE 6 : CAPITAL WORK-IN-PROGRESS
Building under construction 5,69,60,709 3,97,85,285
Machinery under erection 25,00,78,099 4,77,59,610
Capital Advances 1,18,99,858 6,16,88,778
Project & Pre-Operative Expenses 3,74,50,445 1,84,37,191
(Pending Allocation)
35,63,89,111 16,76,70,864
SCHEDULE 7 : INVENTORIES
Stores & Spares * 5,11,95,868 3,69,64,667
Raw Material * - Industrial Alcohol 5,87,87,919 6,99,26,176
- Molasses 20,46,570 20,46,570
- Others 1,31,28,296 93,44,205
Work-in-process * 13,04,07,916 6,70,16,086
Finished Goods ** - Acetic Acid 30,06,584 17,71,327
- Ethyl Acetate 1,24,06,002 1,51,07,202
- Acetic Anhydride 1,34,34,536 40,09,934
- Ibuprofen 1,86,35,439 60,15,531
30,30,49,130 21,22,01,698
* At cost
** At cost or net realisable value whichever is lower
SCHEDULE 8: SUNDRY DEBTORS
Unsecured and considered good
- Over six months 1,40,05,542 1,78,70,378
- Others 17,27,93,167 11,17,87,837
18,67,98,709 12,96,58,215
SCHEDULE 9: CASH & BANK BALANCES
Cash and Cheques in hand 29,64,523 28,96,347
With Scheduled Banks
- In Current Accounts 92,57,765 1,24,478
- In Margin Money Account (under Bank’s lien) 2,16,00,000 2,10,31,535
3,38,22,288 2,40,52,360
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Particulars As at As at
31st March, 2007  31st March, 2006
Rs Rs
SCHEDULE 10: LOANS & ADVANCES
(Unsecured and considered good)
Advances recoverable in cash or in kind or
for value to be received 73,57,674 51,68,126
Balances with Government Authorities on current account 8,18,05,565 2,94,14,402
MAT Credit Entitlement 1,79,51,276 81,83,193
10,71,14,515 4,27,65,721
SCHEDULE 11 : CURRENT LIABILITIES & PROVISIONS
Current Liabilites
Sundry Creditors - Trade 30,02,27,427 17,33,29,871
Sundry Creditors - Capital 6,99,76,007 2,00,10,926
Other Liabilites 2,85,29,993 1,88,86,648
Interest accrued but not due on loans 14,96,712 —
Provisions
Current Tax 39,83,200 17,90,548
40,42,13,339 21,40,17,993
SCHEDULE 12 : MISCELLANEOUS EXPENDITURE
(To the extent not written off or adjusted)
Deferred Revenue Expenses 34,21,674 1,94,143
Loan Processing Fee — 3,50,000
Interest Differential IDBI 18,92,200 37,84,400
53,13,874 43,28,543
Year ended Year ended
31st March, 2007  31st March, 2006
Rs Rs
SCHEDULE 13: OTHER INCOME
Interest received 12,29,570 16,12,252
Miscellaneous Income 1,65,058 68,077
Profit/(Loss) on sale of Fixed Assets (1,69,724) —
Rent received 1,80,000 1,80,000
14,04,904 18,60,329
SCHEDULE 14 : RAW MATERIAL CONSUMED
Opening Stocks
Raw Material - Indigenous 4,84,55,151 61,26,263
Raw Material - Imported 3,08,15,230 4,87,57,356
7,92,70,381 5,48,83,619
Add : Purchases
Raw Material - Indigenous 1,53,57,54,659 43,06,80,810
Raw Material - Imported (Highseas) 3,82,18,619 65,10,88,889
- Imported (Direct) 1,67,43,748 9,25,53,245
1,59,07,17,026 1,17,43,22,944
Less:Consumption during Trial Run 1,31,70,282 —
Less : Closing Stocks
Raw Material - Indigenous 7,07,29,866 4,84,55,151
Raw Material - Imported 11,86,349 3,08,15,230
Total Closing Stocks 7,19,16,215 7,92,70,381

1,58,49,00,910

1,14,99,36,182
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Particulars Year ended Year ended
31st March, 2007  31st March, 2006
Rs Rs
SCHEDULE 15: (INCREASE) / DECREASE IN STOCKS
Opening Stocks
Work-in-process 6,70,16,086 2,55,48,498
Finished Goods - Acetic Acid 17,71,327 3,54,784
- Ethyl Acetate 1,51,07,202 56,80,684
- Acetic Anhydride 40,09,934 14,65,370
- Ibuprofen 60,15,531 19,60,457
9,39,20,080 3,50,09,793
(Increase )/Decrease during Trial Run 13,25,178 —
Less : Closing Stocks
Work-in-process 13,04,07,916 6,70,16,086
Finished Goods - Acetic Acid 30,06,584 17,71,327
- Ethyl Acetate 1,24,06,002 1,51,07,202
- Acetic Anhydride 1,34,34,536 40,09,934
- Ibuprofen 1,86,35,439 60,15,531
17,78,90,477 9,39,20,080

(Increase)/Decrease in Stocks

SCHEDULE 16 : MANUFACTURING EXPENSES

Power & Fuel
Stores & Spares consumed
Repairs to Plant & Machinery

SCHEDULE 17 : PERSONNEL EXPENSES

Salaries & Wages

Bonus

Contribution to Funds

Staff & Labour Welfare
Punjab Labour Welfare Fund

SCHEDULE 18 : ADMINISTRATIVE EXPENSES

Rent

Lease Rent

Insurance

Printing & Stationery

Postage, Telegram & Telephone
Travelling & Conveyance
Travelling Expenses - Foreign
Directors’ Travelling

Directors’ Travelling - Foreign
Directors’ Remuneration
Directors’ Sitting Fee

Auditor's Remuneration

Cost Auditor's Remuneration
Concurrent/Internal Auditor’s Remuneration
Audit Expenses

Fees & Taxes

(8,26,45,219)

(5,89,10,287)

19,57,74,789 15,55,19,677
1,63,94,357 1,55,70,700
15,23,725 14,16,535
21,36,92,871 17,25,06,912
3,33,05,311 2,74,60,179
20,39,383 16,12,014
26,29,488 21,02,086
11,27,156 9,92,390
6,132 —
3,91,07,470 3,21,66,669
8,65,342 1,80,000
99,703 23,760
49,51,614 39,67,262
9,33,127 6,42,192
17,82,232 17,05,155
22,60,990 36,33,942
40,196 1,47,506
49,541 1,61,860

— 1,78,835
11,30,955 18,65,499
1,85,000 1,15,000
1,00,000 1,00,000
30,000 25,000
71,000 85,000
12,124 14,597
3,75,645 2,72,008
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Particulars Year ended Year ended
31st March, 2007  31st March, 2006
Rs Rs
Legal & Professional Charges 14,01,371 6,90,430
Computer Repair & Consumables 6,55,753 6,23,942
Secretarial Expenses 6,18,871 3,67,446
Repairs to Building 1,49,605 2,33,410
Other Repairs 2,58,000 35,454
Vechile Maintanence 12,95,064 7,36,255
Charity and Donation 78,551 28,776
Electricity Expenses 7,78,133 7,09,850
Office Expenses 1,20,803 1,19,047
Subscription 2,44,187 1,63,438
Book & Periodicals 72,845 1,35,649
House Keeping Expenses 6,43,248 2,78,568
Diwali Expenses 5,76,961 12,56,610
Staff Recruitment Expenses 1,22,407 2,05,724
Training Expenses 2,51,296 1,06,100
R & D Expenses 3,24,771 3,35,319
2,04,79,335 1,91,43,634
SCHEDULE 19 : SELLING & DISTRIBUTION EXPENSES
Rebate & Discount 1,05,78,346 1,26,55,463
Freight & Octroi outward 3,30,14,633 1,34,77,343
Advertisement 83,299 80,115
Business Promotion 7,42,639 2,14,254
Entertainment Expenses 18,714 20,958
Export Expenses 6,57,970 60,704
Sales Tax Expenses 27,101 —
Packing & Forwarding Charges 72,315 60,986
Commission 1,51,17,799 76,43,373
6,03,12,816 3,42,13,196
SCHEDULE 20 : FINANCIAL EXPENSES
Interest
- Term Loans 2,09,74,424 2,51,79,152
- Others 3,19,46,441 1,51,83,007
Bank Charges 1,35,42,319 1,51,67,578
6,64,63,184 5,55,29,737
SCHEDULE 21 : MISCELLANEOUS EXPENDITUREWRITTEN OFF
Deferred Revenue Expenses written off 8,38,192 25,048
Loan Processing Fee written off 3,50,000 4,00,000
Interest Differential written off 18,92,200 18,92,200
30,80,392 23,17,248
SCHEDULE 22 : PRIOR PERIOD EXPENSES
Manufacturing Expenses — 3,18,082
Administrative Expenses 48,842 17,984
Selling Expenses 17,650 32,110
66,492 3,68,176
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SCHEDULE 23 : SIGNIFICANT ACCOUNTING POLICIES
AND NOTESTOTHE ACCOUNTS

Significant Accounting Policies

a)

b)

c)

d)

e)

f)

Convention

The financial statements are prepared on accrual basis
under the historical cost convention in accordance with
the Accounting Standards referred to in sub section (3C)
of section 211 of the Companies Act, 1956 and other
relevant provisions of the said Act.

Revenue Recognition

Sales

Sale of goods is recognised at the point of despatch to the
customer. Sales include excise duty and exclude sales tax.

Retirement Benefits

i) Gratuity and Leave Encashment
The Company has taken Gratuity policy through 10L
Chemicals and Pharmaceuticals Limited Employees
Group Gratuity Trust under the Group Gratuity Scheme
administered by Life Insurance Corporation of India
for eligible employees. Liabilities with regard to the
Gratuity is actuarially determined by the LIC, based
on which the Company contributes to the fund.The
Company has taken Leave Encashment policy from
Life Insurance Corporation of India Ltd.

ii) Provident Fund
Contribution to Provident Fund is made in
accordance with the provisions of the Employees
Provident Fund (Miscellaneous Provisions) Act,
1952 and is charged to revenue.

Fixed Assets

Fixed assets are stated at cost which comprises the

Purchase price, freight, duties (net of modvat / cenvat),

taxes and any attributable cost of bringing the assets to

its working conditions for its intended use and in case

of capital projects, interest and commitment charges on

loans taken exclusively to finance such projects, upto

the date of their commissioning.

Depreciation

i) The fixed assets are depreciated on the straight
line method at the rates and in the manner specified
in Schedule XIV to the Companies Act, 1956.

ii) The fixed assets costing Rs 5,000/- or less
acquired during the period, are depreciated at
100%. Depreciation has been provided on fixed
assets on prorata basis for the period the assets
are first put to use.

iii) The Depreciable amount of intangible asset (if any)
is systematically allocated over its useful life.

Inventories

Stores and Spares, raw materials and work-in-process

are valued at cost. Finished goods are valued at cost or

net realisable value, whichever is lower. The basis of

determining cost for different categories of inventory

are as follows:-
Stores and Spares Weighted Average Method plus

direct expenses.

9)

h)

k)

Raw Materials Firstin First Out Method plus direct

expenses.
Cost of material plus appropriate
share of overheads thereon at
different stage of completion on
First in First out Method.

Cost of material plus conversion
cost, packing cost, excise duty
and other overheads incurred to
bring the goods to their present
conditions & location.

Foreign Exchange Fluctuations

Transactions in foreign currency are recorded at the
exchange rates prevailing at the time of the transactions.
Current assets and current liabilities (other than those
relating to fixed assets) are restated at the rates
prevailing at the period/year end, and the difference
between the period/year end rate and the exchange
rate at the date of the transaction is recognised as
income or expense in the Profit and Loss Account.

Cenvat

Cenvat credit on excise duty paid goods is accounted
for on the receipt of the related goods by reducing the
cost price.

Expenditure incurred during construction period

In respect new/major expansion, the indirect expenses
incurred during construction period up to the date of
commencement of commercial production is
capitalized on various categories of fixed assets on
proportionate basis.

Borrowing Costs

Borrowing costs that are attributable to acquisition or
construction of a qualifying asset are capitalised as part
of cost of such assets. Qualifying asset is one that
necessarily takes substantial period of time to get ready
for its intended use. All other borrowing cost is
recognised as an expenses in the period in which they
are incurred.

Accounting for Taxes on Income

Tax expenses comprises of Current, Deferred and
Fringe Benefit Tax. Current Income tax and Fringe benefit
Tax is measured at the amount expected to be paid to
the tax authorities in accordance with the Income Tax
Act. Deferred tax is recognised is all timing difference
subject to the consideration of prudence. MAT Credit is
recognised as an asset only when there is convincing
evidence that the Company will pay normal income tax
within the period specified under the Income Tax Act,
1961. MAT credit entitlement shall be reviewed at each
Balance Sheet date.

Miscellaneous Expenditure

Miscellaneous expenditure are amortised over period

of time as under :

i) Preliminary expenses and share issue expenses
are amortized over period of 5 years

ii) Deferred Revenue expenses are amortized over
period of 5 years

Work-in-process

Finished Goods
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iii) Interest Differential Charges charged by IDBI Ltd
on account of reduction in interest rates and
Restructuring Fee charged by IDBI Ltd for deferment
of interest and refixation of principal has been
amortised over a period of five years

m) Intangible Assets

n)

0)

p)

Intangible assets, if any, are recognized at cost.

Insurance and other claims

Insurance and other claims are recognized when there
exists no significant uncertainty with regard to the amount
to be realized and the ultimate collection thereof.

Leases

The proportionate premium on acquisition of leasehold
land has been amortised over the period of 58 years,
being the life of building constructed thereon computed
as per the rate of depreciation on straight line method.

Impairment of Assets
At each Balance Sheet an assessment is made whether
any indication exists that an asset has been impaired.
In case of the Company no indication exist in regard to
impairment, hence no impairment loss has been
provided in the books.

Notes on accounts

1.

*%

Contingent liabilities not provided for :

(i) Bank Guarantees - Nil (Previous year - Nil)

(i) Bills discounted with bankers against irrevocable
letter of credit Rs 245.84 lacs (Previous year -
Rs 296.80 lacs)

Commitments

Estimated amount of contracts remaining to be executed

on capital account (net of advances) Rs 306.66 lacs

(Previous year - Rs 2204.35 lacs)

Managerial Remuneration paid/payable

Particulars Current Previous
year year
Rs Rs

Chairman cum Managing Director*
Salary 4,68,000 4,68,000
Contribution to Provident Fund 56,160 56,160
Other Perquisites & Allowances 6,06,795 5,84,049

Total Remuneration to
Managing Director
Executive Director**

11,30,955 11,08,209

Salary — 3,47,286
Contribution to Provident Fund — 41,674
Other Perquisites & Allowances — 4,24,703
Total Remuneration to

Executive Director — 8,13,663
Other Directors — —
Directors’ Sitting Fees 1,85,000 1,15,000

Managerial remuneration has been paid to Sh Varinder Gupta as approved
by Central Government in terms of sanction letter No. 1/252/2002/CL-VII
dated 11/05/2004.

Sh R K Thukral has resigned from the Directorship of the Company with

effect from 07/02/2006.

4.

10.

Auditors’ Remuneration

Particulars Current Previous

year year

Rs Rs

Statutory Audit Fee 28,000 28,000

Tax Audit Fee 25,000 25,000
In other capacity

- Management Services 47,000 47,000

- Out of pocket expenses 3,779 4,205

Total 1,03,779 10,42,05

The Company is entitled to benefit under DEPB and
DFRC Scheme on export sales made during the period.
The benefit can be availed as import duty credit or can be
transferred in the open market. Under DEPB amount Rs
35.93 lacs (previous year- Rs 6.49 lacs) & under DFRC
amount Nil (previous year- Nil) being the value of the
entitlement for sales made during the year has been
accounted as a part of sales as there exists no uncertainty
regarding the amount of consideration realisable or its
ultimate collection. This treatment is in accordance with
the opinion of the Expert Advisory Committee of ICAIl as
published in January, 2001 issue of its Journal.

In the opinion of the Board of Directors and to the best of
their knowledge and belief, the value on realisation of
Current Assets, Loans and Advances in the ordinary
course of business will not be less than the amount at
which they are stated in the Balance Sheet.

On the basis of information available with the Company,
there were no amount payable to small scale and
ancillary undertakings, as defined by “The interest on
delayed payment to Small Scale and Ancillary Industrial
Undertakings Act 1993 which were overdue and
outstanding at the close of the year.

The name of the Company has been changed from
‘Industrial Organics Limited’ to ‘IOL Chemicals and
Pharmaceutcals Limited’ with the approval of members
in the Extra-ordinary General Meeting held on 02.12.2006
and the Central Government w.e.f. 05.12.2006

In view of the profits for the year as well as previous
years and also considering the future profit projections,
the Company is hopeful of being able to take credit of
the tax paid under MAT for adjustment against the
normal income tax payable in the future within the period
specified under the Income Tax Act, 1961. Accordingly
MAT tax paid is considered as an asset and is disclosed
under the head “Loans and Advances”.

Deferred Tax Asset (net) as on March 31, 2007 is as follows:

Deferred Tax Assets/(Liabilities) (Rs in lacs)

Particulars Current Previous
year year

Rs Rs

Deferred Tax Liability on

account of Depreciation (1169.00) (660.79)

Less: Deferred Tax Asset

arising on account of

Unabsorbed Depreciation

and carried forward

losses for tax purpose 1136.17 736.51

Net Deferred Tax Assets/

(Liabilities) (32.83) 75.72
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11.

12.

13.

14.

In view of the fact that the Company is expected to
make taxable profits in near future which shall absorb
the brought forward unabsorbed depreciation and
carried forward business losses for tax purposes, the
deferred tax assets has been recognised in the books
of account of the Company.

The disclosure of transactions with the related parties
as described in the Accounting Standard-18 issued by
ICAI are given below:

a) Related Parties
Name of related parties | Relationship
Mayadevi Polycot Limited | An Associate
G Drugs and
Pharmaceuticals Limited | Group Company
Sh Varinder Gupta Key Management

Personnel
Sh R K Thukral Key Management
Personnel

b) Transactions with related parties (Rs in lacs)
Nature of Transactions Current|Previous
during the year year year
Sales and other Income
Related Company 155.06| 128.33
Purchase and other Services
Related Company 2.06| 31.87
Managerial Remuneration
Key Management Personnel 11.31 19.22
Outstanding to the Company
Related Company 428.27| 275.28
Payable by the Company
Key Management Personnel 0.33 0.51

The related party relationship is as identified by the
Company and relied upon by the auditors.
Earning Per Share (Weighted)
Net Profit after tax attributable to shareholders

Particulars Current | Previous
year year
Basic Number of Equity Shares | 94,50,000 |80,50,000
Diluted Number of Equity Shares | 94,50,000 |94,50,000
Weighted Average number of
Equity Shares 82,26,438 |80,50,000
Basic EPS (Rs) 9.18 9.02
Diluted EPS (Rs) 9.18 7.68

Increase in Share Capital

The Company has issued 14,00,000 equity shares of
Rs 10/- at a premium of Rs 45/- per share on 14th
February, 2007,the proceeds of which have been used
in part financing of the Expansion of manufacturing
facilities and installation of Captive Co-Generation
Power Project.

Information required by para 3, 4C & 4D of part Il of
Schedule VI of the Companies Act, 1956. Particulars of
Capacity, Production, Sales, Stocks and Raw Materials
consumed.

A. Licensed/Installed Capacity: Annual Capacity

Iltem Unit Licensed Installed
Capacity Capacity*
Current |Previous [Current |Previous
year year year year
Acetic Acid MT | 60,000 54,000| 50,000| 30,000
Ethyl Acetate MT | 36,000 36,000| 33,000| 18,000
Acetic Anhydride | MT | 22,000| 22,000| 12,000 7,500
Ibuprofen MT 4,200 2,000| 1,800 720
B. Actual Production
Particulars Unit | Current year | Previous year
Quantity Quantity
Acetic Acid MT **39,566 29,659
Ethyl Acetate MT 17,127 14,009
Acetic Anhydride MT **%Q,492 5,095
Ibuprofen MT 873 622
Notes:

1. *The annual Installed capacities on account of expansion
undertaken during the current financial year have been increased

as under:

Product

Unit

Capcity
enhanced

Capacity
enhanced

from to

Date of
Increase

in installed
Capacity

Acetic Anhydride
Acetic Acid

Ethyl Acetate
Ibuprofen

MT
MT
MT
MT

7,500
30,000
18,000

720

12,000
50,000
33,000

1,800

30th June, 2006
30th Sept, 2006
30th Sept, 2006
28th Feb, 2007

. ** Includes 24011 MT (Previous year 16379 MT) Acetic Acid

has been consumed for captive consumption, out of which
12208 MT (Previous Year 10024 MT) has been consumed
for Ethyl Acetate process and 11803 MT (Previous Year 6355
MT) in Acetic Anhydride process.

Trial Run period has been capitalised.

. ***|ncludes 330 MT production of Acetic Anhydride during

. The Company has completed the setting up of 4 MW captive

Co-Generation Power Plant during February, 2007.

. Licensed and installed capacity is on annual basis.
. Installed capacity has been certified by the Management

and not verified by the Auditors, being a technical matter.

. Opening Stock of finished goods

Particulars

Current year

Previous year

Unit

Qty Value

Qty Value

Acetic Acid

Ethyl Acetate
Acetic Anhydride
Ibuprofen

TOTAL

MT
MT
MT
MT

Rs
53| 17,71,327
306 |1,51,07,202
78| 40,09,934
16

60,15,531

Rs

11| 3,54,582
130| 56,91,700
28| 14,65,370
5| 19,60,457

2,69,03,994

94,72,109

. Closing Stock of finished goods (As certified by the Management)

Particulars Current year Previous year
Unit| Qty Value | Qty Value

Rs Rs

Acetic Acid MT 85| 30,06,584 | 53| 17,71,327
Ethyl Acetate MT | 256|1,24,06,002 | 306 |1,51,07,202
Acetic Anhydride | MT | 258 1,34,34,536 | 78| 40,09,934
Ibuprofen MT 45/1,86,35,439 | 16| 60,15,531
TOTAL 4,74,82,561 2,69,03,994
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E. Sales of goods dealt with by the Company

G. Value of Imports calculated on CIF Basis

Item Current year Previous year Particulars Current year Previous year
Value (R Value (R
Unit Qty Value| Qty Value alue (Rs) alue (Rs)
Rs Rs Raw Material 1,13,48,735 9,25,53,245
Acetic Acid MT | 15523 | 58,0329,454| 13230 | 49,00,67,642 Capital Goods 20,719,475 -
Ethyl Acetate MI | 17,177 | 85,28550,175| 13823 | 66,50,67,889 H. Expenditure in Foreign Currency
Acetic Anhydride* Mr 9,312 | 51,63,36,291| 5043 | 26,15,08,733 Particulars Current year Previous year
Ibuprofen MT 844 | 353745361| 611 | 229358441 Value (Rs) Value (Rs)
Others 2,72,68,992 9,87,79,805 Travelling 40,196 3,26,341
Total 2,33,05,30,273 1,74,47,82,510 Others 1,35,044 3,93,610
*Includes 295 MT Sales of Acetic Anhydride amounting Rs 13435992/- being sales I. Earning in Foreign exchange
during Trial Run, reduced from Pre- operative & Project Development Expenses. - -
Particulars Currentyear Previous year
F. Raw Material Consumed Value (Rs) Value (Rs)
Item Current year Previous year Exports of Goods 21,07,59,724 11,13,66,108
Unit Qy Value™ Qty Value (Calculated on FOB value)
Rs Rs J. Consumption of Raw Materials and Stores & Spares
Alcohol (Amountin Rs)
“Indigenous | BL |5,60,17,164 [1,22,89,44,870| 1,06,57,650| 20,72,78,486 Particulars \C/;Lr:mifzr . Prf/;'g:S e;; .
- Imported* | BL | 16,65942| 5,41,05895| 3,39,92,705| 73,81,27,286 ° E& ° g&s
Others** 1) Raw Material
- Indigenous 29,94,63,028 18,10,73,436 - Imported 6,96,63,294 4.36 76,15,84,260 | 66.23
- Imported * 1,55,57,399 2,34,56,974 - Indigenous 1,52,84,07,898 | 95.64 38,83,51,922 | 33.77
1.59.80 71,192 1.14.99 36,182 1,59,80,71,192 |100.00 1,14,99,36,182 |100.00
Il) Stores &
* Imported material includes import on high seas basis Spares g | | I |
A ) ) - Importe Ni Ni Ni Ni
:’arl"):s Cgem'l":'ls;‘;';;:‘f;”,d °';em'ca'st » e il R -Indigenous 1,63,94,357 |100.00 1,55,70,700 |100.00
***ncludes Rs. 1,31,70, - being Raw material consumed during Trial Run,
charged to Pre-operative & Project Developement Expenses. 1,63,94,357 |100.00 1,55,70,700 100.00
15. Segment wise Revenue, Results and Capital Employed
The Company operates in two segments i.e. Chemicals & Drugs, the summary of which is given under:
(Rs in lacs)
Particulars Chemicals Drugs | Unallocated | Year to date
figures for
current year
1. Segment Revenue
Net Sales/Income 16,889.82 [ 3273.31 96.27 20259.40
Less : Inter segment revenue _ _ _ _
Net sales/income from operations 16889.82 [ 3273.31 96.27 20259.40
2. Segment Results
Profit before tax and interest from each segment 1152.18 | 272.07 _ 1424.25
Less:
- Interest from each segment _ _ (664.63) (664.63)
- Other un-allocable income net off expenditure _ _ 110.31 110.31
Total Profit/(Loss) before tax 1152.18 | 272.07 (554.32) 869.93
3. Capital Employed (Segment assets - Segment liabilities) 7531.61 | 947.66 _ 8479.27

16. Fig

ures have been rounded off to the nearest rupee.

17. Previous year figures have been regrouped/recasted wherever necessary.
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18. Information required by part IV of Schedule VI of the Companies Act, 1956
Balance Sheet abstract and Company’s General Business Profile as at 315t March, 2007

I.  Registration Details
Registration No. | | | 7 | 0 | 3 | 0 | State Code ﬂ
Balance SheetDate | 3 |1 | [o |3 | [ 2] oo 7]
Date Month Year

Il.  Capital Raised during the Year (Amount in Rs Thousand)

Public Issue Rights Issue
HEEEDNN Ll L[ I fr o]
Bonus Issue Private Placement
Ll L[] L | [2]aofofo]
(Equity shares)
Ill.  Position of Mobilisation and Deployment of Funds (Amount in Rs Thousand)
Total Liabilities Total Assets
HEDEEEIE [1]3 e [s [5]s [7]
Sources of Funds
Paid-Up Capital Reserves & Surplus
[ l1fafals[o]o] L [2ls[s [s]2[1]
Secured Loans Unsecured Loans
[ lelals[7[7]e] [ l2fafaof[a]s]

Deferred Tax Liabilities (Net)
Ll [ [s]2]s ]3]

Application of Funds

Net Fixed Assets Investments
[1lafsfa]7[o]2] L L [ [ Infrfe]

Net Current Assets Misc. Expenditure(to be extent not written off)
[ l2f2fe]s[7]1] L[ [ [s[afs[a]

IV. Performance of Company (Amount in Rs Thousand)

Turnover & Other Income Total Expenditure
[2]3]1]8[4]9]o] l2]2]s[1 [5]o]s]
Profit (+)/Loss (-) before tax Profit (+)/Loss (-) after tax
L+l-] [+]efefo]s]s] [+l [+l7[s [s]o]s]

Earning per share (in Rs) Dividend rate %

(o[- ] Llefof Jaje] (N

V. Generic Names of Four Principal Products/Services of Company (as per monetary terms)
Item Code No. (ITC Code) | 2 91 1 5 2 1

Product Description A C|E | T | C A|C| I| D| | G| L| A|C| I|A| L|

ltem Code No. (TC Code) | 2 | 9| 1| 5[ o o

Product Description |E|T|H|Y| L| A C|E|T| A| T| E| | | | | | |

ltem Code No. (TC Code) | 2 | 9| 1| 5] 2] 4

||
| Al
| ]
Product Description |A|C|E|T|I|C| |A|N|H|Y| D| R|I|D|E| | | |
||
L7l

ltem Code No. (TC Code)| 3 | 0| 4 | 2 [ |
Product Description |I|B|U|P|R|O F E|N| | | | | | | | | | |
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CASH FLOW STATEMENT FOR THE YEAR ENDED MARCH 31, 2007

(Pursuant to clause 32 of the Listing Agreement)

Particulars Year ended Year ended
31st March, 2007 31st March, 2006
Rs Rs
A. CASH FLOW FROM OPERATING ACTIVITIES :
Net Profit/(Loss) before tax and extra-ordinary items 8,70,59,564 9,74,18,852
Adjustments for :
— Depreciation 3,48,93,919 2,73,26,329
— Misc. expenses written off 30,80,392 23,17,248
— (Profit)/Loss on sale of assets 1,69,724 —
— Interest received (12,29,570) (16,12,252)
— Interest paid 5,29,20,865 4,03,62,159
Operating profit before working capital changes 17,68,94,894 16,58,12,336
Adjustments for :
— Trade and other receivables (11,17,21,205) (3,27,25,892)
— Inventories (9,08,47,432) (10,37,37,839)
— Trade payables 19,01,95,346 9,31,63,440
Cash Generated from Operations 16,45,21,603 12,25,12,045
Cash flow before extra-ordinary items 16,45,21,603 12,25,12,045
— Extra-ordinary Items
— Prior period expenses (66,492) (3,68,176)
— Tax (1,03,98,083) (98,48,469)
Net cash flow from operating activities 15,40,57,028 11,22,95,400
B. CASH FLOW FROM INVESTING ACTIVITIES
— Purchase of fixed assets (64,12,66,340) (23,99,53,565)
— Deferred Revenue Expenses (40,65,723) —
— Sale of fixed assets 4,37,350 —
— Interest received 12,29,570 16,12,252
Net cash used in investing activities (64,36,65,143) (23,83,41,313)
C. CASH FLOW FROM FINANCING ACTIVITIES
— Proceeds from issue of share capital 6,93,00,000 77,00,000
— Proceeds from long term borrowing (Net) 45,06,00,530 13,04,87,022
— Proceeds from short term borrowing (Net) 3,23,98,378 4,60,41,654
— Payment of interest (5,29,20,865) (4,46,30,624)
Net cash flow from financing activities 49,93,78,043 13,95,98,052
Net increase / (decrease) in cash and cash equivalents (A+B+C) 97,69,928 1,35,52,139
Cash and cash equivalents as at 01.04.2006 (Opening balance) 2,40,52,360 1,05,00,221
Cash and cash equivalents as at 31.03.2007 (Closing balance) 3,38,22,288 2,40,52,360
As per our report of even date annexed hereto For and on behalf of the Board

for K K KAPOOR & ASSOCIATES
Chartered Accountants

Varinder Gupta Dimple Gupta
Vinay Kohli Chairman & Managing Director Director
Partner
Membership No. 94249
Place :Chandigarh Krishan Singla Rakesh Mahajan
Dated :June 23, 2007 Sr Company Secretary Vice President (Fin & A/c)

AUDITORS’ CERTIFICATE

We have checked the above cash flow statement of IOL Chemicals and Pharmaceuticals Limited, derived from the audited financial statements

for the year ended March 31, 2007 with the books and records maintained in the ordinary course of business and found the same in accordance
therewith.

for K K KAPOOR & ASSOCIATES

Chartered Accountants

Place : Chandigarh Vinay Kohli
Dated : June 23, 2007 Partner

Membership No. 94249
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:F-_"} IOL CHEMICALS AND PHARMACEUTICALS LIMITED
et Regd. Office : Trident Complex, Raikot Road, Barnala - 148 101 (Punjab)

PROXY FORM
Folio NO. ...,
IV ettt ettt e e e oA e ettt e e e e aEheeee e e et heteeeeeRheteeeeaaneeeeeee e e nteeteeeanntaeeaeeeannaeeeaeeaanes
OF e iN the diStrict Of ...
being a member/members of M/s IOL Chemicals and Pharmaceuticals Limited, hereby appoint ............... of
................................................................................................................................................... of the district of
OF TAIIING NIMINET ..ttt ettt e e e e st e et e e s b e e e nnreeea of

the Twentieth Annual General Meeting of the Company to be held on Saturday, the 22" day of September,
2007 at 10.00 A.M. and at any adjournment thereof.

Signed thiS ......ooviiii e day of ..oveeeiiiin 2007 Affix Re 1/-
Note : Revenue Stamp
here

Ifitis intended to appoint a proxy, the form of proxy should be completed and
deposited at the Registered Office of the Company at least 48 hours before Signature(s)
the commencement of the meeting.

o, IOL CHEMICALS AND PHARMACEUTICALS LIMITED
j,-:'_-' Regd. Office : Trident Complex, Raikot Road, Barnala - 148 101 (Punjab)

SUGGESTIONS / QUESTIONS
In case you have any suggestion/question for the betterment of your Company, please do write to us. The
Management would be pleased to consider and reply the same.

Fi

YU oo =2 1o VL@ U T=T] T o RSOSSN

b-} IOL CHEMICALS AND PHARMACEUTICALS LIMITED
Fi J'f"l Regd. Office : Trident Complex, Raikot Road, Barnala - 148 101 (Punjab)

e

ATTENDANCE SLIP
Registered Folio No. SO PP PP PPPRR
Name of the Member F OO PPPPUPP TP
Name of the Proxy L e e oo e e e e e e e e e e e e e e e e e e e e h et e e e e et e e e e ettt e e e e e n e e e e e na e eeeeas
No. of shares held E PO T TP PP PPPPTPP TP

I hereby record my presence at the Twentieth Annual General Meeting of the Company held on Saturday,
the 22 day of September, 2007 at 10.00 A.M. at Trident Complex, Raikot Road, Barnala - 148 101, Punjab.

Signature of Member/Proxy

Notes :
1. Members/ Proxy are requested to produce the attendance slip duly signed for admission to the meeting hall.
2. Members are requested to bring their copy of Annual Report.
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If undelivered, please return to :
/i~ 10L Chemicals and Pharmaceuticals Limited

85, Industrial Area ‘A’, Ludhiana - 141 003 (Punjab)



