
PROSPECTUS

Dated: August 10, 2006

DEEP INDUSTRIES LIMITED
(Originally incorporated as Deep Roadways Private Limited on January 01, 1991 with the Registrar of Companies, Gujarat, Dadra and Nagar Haveli under the
provisions of Companies Act, 1956, vide registration no. 04-14833. The name of our Company was changed to Deep Industries Private Limited and the word

Private was deleted by virtue of our Company being a Deemed Public Limited Company under the provisions of section 43A(IB) of the Companies Act, 1956 on
February 06, 1997. Our Company became a Public Limited Company w.e.f May 02, 2002 and a fresh certificate of incorporation,

consequent to change of name, was issued in the name of Deep Industries Limited on May 02, 2002.
For details of changes in the address of our registered office, please refer to page no. 43 of this Prospectus)

Registered Office: Opp. Suryanarayan Bunglows, Sabarmati-Kalol State Highway, Motera, Dist: Gandhinagar, Gujarat-380005.
Tel: +9179 27571128; Fax: +91 79 27502464; E-mail: jshah@deepindustries.com; Website: www.deepindustries.com

Contact Person: Mr. Jigar Shah, Chief Financial Officer and Compliance Officer

C  M  Y  K

C  M  Y  K

PUBLIC ISSUE OF 1,13,00,000 EQUITY SHARES OF FACE VALUE Rs.10/- EACH OF DEEP INDUSTRIES LIMITED (HERENINAFTER
REFERRED TO AS THE “COMPANY” OR “ISSUER”) AT A PRICE OF Rs.36/- FOR CASH AGGREGATING TO Rs.4068 LACS (HEREINAFTER
REFERRED TO AS THE “ISSUE”) INCLUDING 11,30,000 EQUITY SHARES OF FACE VALUE Rs.10/- EACH RESERVED FOR EMPLOYEES
AND DIRECTORS; 28,25,000 EQUITY SHARES OF FACE VALUE OF Rs.10/- EACH RESERVED FOR NRIs AND FIIs; AND 11,30,000
EQUITY SHARES OF FACE VALUE Rs.10/- EACH RESERVED FOR SCHEDULED BANKS/INDIAN MUTUAL FUNDS/INDIAN AND
MULTILATERAL DEVELOPMENT FINANCIAL INSTITUTION AND NET ISSUE TO PUBLIC OF 62,15,000 EQUITY SHARES OF FACE VALUE
OF Rs.10/- EACH (HEREINAFTER REFERRED TO AS THE NET OFFER TO PUBLIC). THE ISSUE WOULD CONSTITUTE 56.50% OF THE
POST ISSUE PAID UP CAPITAL OF THE COMPANY.

THE ISSUE PRICE IS 3.6 TIMES OF THE FACE VALUE.

RISKS IN RELATION TO THE FIRST ISSUE

This being the first issue of the Equity Shares of our Company, there has been no formal market for the securities of the Company.
The face value of the equity shares is Rs. 10/- each and the issue price is 3.6 times of the face value. The issue price (as determined
and justified by our Company in consultation with the Lead Managers) should not be taken to be indicative of the market price of the
Equity Shares after the shares are listed. No assurance can be given regarding an active and sustained trading in the shares of the
Company or regarding the price at which the equity shares will be traded after listing.

GENERAL RISKS

Investment in equity and equity related securities involve a degree of risk and investors should not invest any funds in this issue
unless they can afford to take the risk of losing their investment. Investors are advised to read the risk factors carefully before taking
an investment decision in this offering. For taking an investment decision investors must rely on their own examination of the issuer
and the offer including the risks involved. The securities have not been recommended or approved by Securities and Exchange Board
of India (SEBI) nor does SEBI guarantee the accuracy or adequacy of this document. Specific attention of the investors is invited to
the statement of Risk Factors starting from Page No. viii of this Prospectus

ISSUERS ABSOLUTE RESPONSIBILITY

The Issuer, having made all reasonable inquiries, accepts responsibility for, and confirms that this Prospectus contains all information
with regard to the Issuer and the issue, which is material in the context of this issue, that the information contained in this Prospectus
is true and correct in all material respects and is not misleading in any material respect, that the opinions and intentions expressed
herein are honestly held and that there are no other facts, the omission of which makes this document as a whole or any of such
information or the expression of any such opinions or intentions misleading in any material respect

LISTING

The Equity Shares of the Company are proposed to be listed on the Bombay Stock Exchange Ltd. (BSE), the Designated Stock
Exchange. The Company has received in-principle approval from BSE vide its letter no. DCS/Sk/sm/dm/2006 dated May 11, 2006 for
listing of the Equity Shares being issued in terms of this Prospectus

ISSUE SCHEDULE

ISSUE OPENS ON : AUGUST 29, 2006 ISSUE CLOSES ON :  SEPTEMBER 4, 2006

LEAD MANAGER TO THE ISSUE REGISTRAR TO THE ISSUE

Intime Spectrum Registry Limited
C-13, Pannalal Silk Mills Compound,
LBS Road, Bhandup (West), Mumbai - 400 078
Tel.: +91 22 25963838
Fax: +91 22 2596 2691
Website: www.intimespectrum.com
E-Mail: deepipo@intimespectrum.com
Contact: Mr. Vishwas Attavar

IDBI Capital Market Services Limited
5th Floor, Mafatlal Centre,
Nariman Point, Mumbai–400 021.
Tel.: +91 22 6637 1212
Fax: +91 22 2288 5850.
Website: www.idbicapital.com
E-Mail: deep.ipo@idbicapital.com
Contact Person: Mr. Prakash K.Saraogi / Mr. Amey V.Belorkar



TABLE OF CONTENTS
CONTENTS PAGE NO.

SECTION I – DEFINITIONS AND ABBREVIATIONS

Conventional/General Terms ..................................................................................................................................................... i

Issue Related Terms ................................................................................................................................................................ ii

Company/Industry Related Terms ............................................................................................................................................ iv

Abbreviations ............................................................................................................................................................................ iv

SECTION II – RISK FACTORS

Certain Conventions; Use of Market Data ................................................................................................................................. vi

Forward Looking Statements .................................................................................................................................................... vii

Risk Factors ............................................................................................................................................................................. viii

SECTION III – INTRODUCTION

Summary .................................................................................................................................................................................. 1

The Issue .................................................................................................................................................................................. 5

General Information .................................................................................................................................................................. 6

Capital Structure ....................................................................................................................................................................... 12

Objects of the Issue .................................................................................................................................................................. 19

Basic Terms of Issue ................................................................................................................................................................ 22

Basis of Issue Price .................................................................................................................................................................. 23

Statement of Tax Benefits ......................................................................................................................................................... 26

SECTION IV – ABOUT OUR COMPANY

Industry Overview .................................................................................................................................................................... 30

Business Overview ................................................................................................................................................................... 36

Key Industrial Regulation ........................................................................................................................................................... 42

History and Corporate Structure ............................................................................................................................................... 43

Our Management ...................................................................................................................................................................... 46

Our Promoters and Their Background ...................................................................................................................................... 56

Related Party Transactions ....................................................................................................................................................... 61

Currency of Presentation .......................................................................................................................................................... 61

Dividend Policy .......................................................................................................................................................................... 61

SECTION V – FINANCIAL STATEMENTS

Auditors’ Report ........................................................................................................................................................................ 62

Group Companies ..................................................................................................................................................................... 86

Management’s Discussion and Analysis of Financial Condition and Result of Operations ........................................................ 89

SECTION VI – LEGAL AND REGULATORY INFORMATION

Outstanding Litigations, Material Developments and Other Disclosures ................................................................................... 101

Government/Statutory and Business Approvals ....................................................................................................................... 105

Other Regulatory and Statutory Disclosures ............................................................................................................................ 106

SECTION VII – ISSUE RELATED INFORMATION

Terms of the Issue .................................................................................................................................................................... 113

Issue Procedure ........................................................................................................................................................................ 115

SECTION VIII – MAIN PROVISIONS OF THE ARTICLES OF ASSOCIATION

Main Provisions of the Articles of Association of our Company ................................................................................................. 129

SECTION VIII – OTHER INFORMATION

Material Contracts and Documents ........................................................................................................................................... 187

Declaration ................................................................................................................................................................................ 188



i

SECTION I - DEFINITIONS AND ABBREVIATIONS

DEFINITIONS

CONVENTIONAL / GENERAL TERMS

“DIL” or “Deep” or “the Company” or “our Company” or “Deep Industries” or “Deep Industries Limited” or “we” or “us” or
“our” or “Company” unless the context otherwise requires, refers to Deep Industries Limited, a public limited company
incorporated under the provisions of the Companies Act, 1956 with its registered office at Opp. Suryanarayan Bunglows,
Sabarmati-Kalol State Highway, Motera, Dist: Gandhinagar, Gujarat - 380005.

Term Description

Articles/Articles of Association/AoA Articles of Association of Deep Industries Limited

Auditors The statutory auditors of the Company, Jayesh M Shah & Co.,
Chartered Accountants

Board/Board of Directors The Board of Directors of Deep Industries Limited or committee thereof

Companies Act/ Act The Companies Act, 1956 as amended from time to time

Depositories Act The Depositories Act, 1996, as amended from time to time

Depository A depository registered with SEBI under the SEBI (Depositories and
Participant) Regulations, 1996, as amended from time to time

Depository Participant A depository participant as defined under the Depositories Act

Directors(s) Directors(s) of the Company unless otherwise specified

EGM Extraordinary General Meeting

ESOP Employee Stock Option Plan

ESPS Employee Stock Purchase Scheme

FEMA Foreign Exchange Management Act, 1999, as amended from time to time,
and the regulations framed there under.

Financial Year/ Fiscal/FY Period of twelve months ended March 31 of that particular year, unless stated
otherwise

GDP Gross Domestic Product

Government /GoI The Government of India

Indian GAAP Generally Accepted Accounting Principles in India

Insider Trading Regulations SEBI (Prohibition of Insider Trading) Regulations, 1992, as amended, including
instructions and clarifications issued by SEBI from time to time.

IT Act Income Tax Act, 1961, as amended time to time and the regulations framed
there under

Memorandum / Memorandum of The Memorandum of Association of the Company
Association / MoA

NBFC Non-Banking Finance Company

RBI Reserve Bank of India
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ISSUE RELATED TERMS

Term Description

Allotment Unless the context otherwise requires, issue of equity shares pursuant to this
Issue

Allottee The successful Applicant to whom the Equity Shares are being/or have been
issued or transferred

Applicant Any prospective investor who makes an application for Equity Shares in terms
of this Prospectus

Application Form The form in terms of which the investors shall apply for the Equity Shares of
the Company

Banker(s) to the Issue Bankers to the Issue, in this case being, HDFC Bank, ICICI Bank and UTI
Bank.

BSE Bombay Stock Exchange Limited

Compliance Officer In this case being Mr. Jigar Shah, our Chief Financial Officer

Co-Lead Manager Co-Lead Manager to the Issue, in this case being Keynote Corporate Services
Limited and NEXGEN Capitals Limited

Designated Stock Exchange Designated Stock Exchange shall mean Bombay Stock Exchange Limited

Equity Shareholders Person(s) holding Equity Share(s) of the Company unless otherwise specified
in the context thereof

Equity Shares Equity Shares of the Company of face value of Rs. 10 each, unless otherwise
specified in the context thereof

Face Value Value of paid up equity share capital per Equity Share, in this case being
Rs.10/- each

FIPB Foreign Investment Promotion Board, Ministry of Finance, Government of India

FII Foreign Institutional Investor (as defined under SEBI (Foreign Institutional
Investors) Regulations, 1995) registered with SEBI under applicable laws in
India

IDBI Capital/ IDBICAPS/ICMS IDBI Capital Market Services Limited

IPO Initial Public Offer

Issue/Offer The fresh issue of 1,13,00,000 new Equity Shares of Rs.10/- each for cash at
Rs.36 Issue Price by our Company under this Prospectus.

Issue Closing Date The date on which the Issue closes for subscription

Issue Opening Date The date on which the Issue opens for subscription

Issue Period The period between the Issue Opening Date and Issue Closing Date and
includes both these dates

Issue Price The final price at which the Equity Shares are being issued by our Company
under this Prospectus, in the case being Rs. 36/-.

Keynote Keynote Corporate Services Limited

Lead Manager Lead Manager to the Issue, in this case being IDBI Capital Market Services
Limited



iii

Term Description

MoU Memorandum of Understanding

NEXGEN Capitals NEXGEN Capitals Limited

NRI/Non-Resident Indian A person resident outside India who is a citizen of India or is person of Indian
Origin (as defined in Foreign Exchange Management (Deposit) Regulations,
2000).

OCB Overseas Corporate Body

Offer Document/ Prospectus The Prospectus filed with the ROC containing inter alia the Issue Price and
the number of Equity Shares to be issued and certain other information

Permanent Employees Permanent Employees of our Company as on date of filing this Prospectus

Promoters Mr. Paras S. Savla, Mr. Rupesh K. Savla, Kanvel Finance Private Limited, Savla
Electronics Private Limited and Yash Organochem Private Limited

Public Issue Account In accordance with Section 73 of the Companies Act, 1956, an account opened
with the Banker(s) to the Issue to receive monies for the Public issue

Qualified Institutional Buyers or QIB Qualified Institutional Buyers as registered with SEBI under clause 2.2.2 B (v)
of SEBI (DIP) Guidelines 2000.

Refund Banker Refund Banker, in this case being HDFC Bank Limited

Registered Office Registered Office of our Company situated at “Opp. Suryanarayan Bunglows,
Sabarmati-Kalol State Highway, Motera, Dist: Gandhinagar, Gujarat-380005.”

Registrar/Registrar to the Issue Registrar to the Issue, in this case being Intime Spectrum Registry Limited.

Retail Individual Investors Individual Investors who applies for securities for a value of not more than
Rs.1,00,000/-.

RoC/ROC Registrar of Companies, Gujarat, Dadra & Nagar Haveli, situated at ROC
Bhawan, Behind Ankur Bus Stand, Naranpura, Ahmedabad – 380 013.

SCRR Securities Contracts (Regulation) Rules, 1957, as amended from time to time.

SEBI The Securities and Exchange Board of India, constituted under the SEBI Act,
1992

SEBI Act Securities and Exchange Board of India Act, 1992 as amended from time to
time

SEBI Guidelines SEBI (Disclosure and Investor Protection) Guidelines, 2000, as amended,
including instructions and clarifications issued by SEBI from time to time
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INDUSTRY/COMPANY RELATED TERMS

Term Description

AEC Ahmedabad Electricity Company

CBM Coal Bed Methane

CNG Compressed Natural Gas

GACL Gujarat Alkalies and Chemicals Limited

GAIL Gas Authority of India Limited

GGS Gas Gathering Station

GSPCL Gujarat State Petroleum Corporation Limited

HP Horse Power

IEO International Energy Outlook

IOC Indian Oil Corporation

ISO International Standards Organisation

KVA Kilo Volt Amiter

KW Kilo Watt

LoC Letter of Credit

LPG Liquefied Petroleum Gas

MSCFD Thousand Standard Cubic Feet Per day

MT Metric Tonne

ONGC Oil and Natural Gas Corporation Limited

SCM/ SM3 Standard Cubic Meter

SCMD Standard Cubic Meter per day

ABBREVIATIONS

Abbreviation Full Form

A/c Account

AGM Annual General Meeting

AS Accounting Standards issued by the Institute of Chartered Accountants of India

AY Assessment Year

Bn Billion

BSE The Bombay Stock Exchange Limited

BV Book Value

CAGR Compounded Annual Growth Rate

CDSL Central Depository Services (India) Limited

Co-LM(s) Co- Lead Manager(s)

D/E Ratio Debt Equity Ratio

DCA Department of Company Affairs

DP Depository Participant
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Abbreviation Full Form

EBITDA Earning Before Interest Tax Depreciation and Amortization

EGM Extraordinary General Meeting of the Company

EPS Earnings Per Share

FCNR Account Foreign Currency Non Resident Account

FDI Foreign Direct Investment

FIPB Foreign Investment Promotion Board

FI/ FI(s) Financial Institution(s)

FIIs Foreign Institutional Investor (as defined under FEMA (Transfer or Issue of
Security by a Person Resident Outside India) Regulations, 2000) registered
with SEBI.

FY/ Fiscal Financial Year ending March 31

HUF Hindu Undivided Family

IDBI Capital IDBI Capital Market Services Limited

IPO Initial Public Offering

LM(s) Lead Manager(s)

Mn Million

N.A Not Applicable

NAV Net Asset Value

NOC No Objection Certificate

NR Non-Resident

NRE Account Non-Resident External Account

NRI(s) Non-Resident Indians

NRO Account Non-Resident Ordinary Account

NSDL National Securities Depository Limited

P/E Ratio Price/Earnings Ratio

p.a. Per annum

PAN Permanent Account Number

PAT Profit After Tax

QIB Qualified Institutional Buyer

ROCE Return on Capital Employed

ROE Return on Equity

RoNW Return on Net Worth

Rs./Rupees/INR Indian Rupees

UBI Union Bank of India

USA United State of America
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SECTION II – RISK FACTORS

CERTAIN CONVENTIONS - USE OF MARKET DATA

In this Prospectus, unless the context otherwise requires, unless stated otherwise, the financial data in this
Prospectus is derived from our financial statements prepared and restated in accordance with Indian GAAP, the
Companies Act and SEBI Guidelines included elsewhere in this Prospectus. In this Prospectus, any discrepancies
in any table between the total and the sums of the amounts listed are due to rounding-off.

In this Prospectus, unless the context otherwise requires, all references to one gender also refers to another gender
and the word “lakhs” or “lacs” means “one hundred thousand” and the word “million” means “ten lac” and the word
“Crore” means “ten million”. Throughout this Prospectus, all figures have been expressed in lacs. Unless otherwise
stated, all references to “India” contained in this Prospectus are to the Republic of India.

Industry data used throughout this Prospectus has been obtained from industry publications and other authenticated
published data. Industry publications generally state that the information contained in those publications has been
obtained from sources believed to be reliable but that their accuracy and completeness are not guaranteed and
their reliability cannot be assured. Although we believe that industry data used in this Prospectus is reliable, it has
not been independently verified. Similarly, internal Company reports, while believed by us to be reliable, have not
been verified by any independent sources

For additional definitions, please refer to the section titled ‘Definitions and Abbreviations’ on page no. i of
this Prospectus. In the section titled ‘Main Provisions of the Articles of Association’ on page no. 129 of
this Prospectus, defined terms have the meaning given to such terms in the Articles of Association of our
Company.
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FORWARD-LOOKING STATEMENTS

We have included statements in this Prospectus which contain words or phrases such as “will”, “aim”, “will likely
result”, “believe”, “expect”, “will continue”, “anticipate”, “estimate”, “intend”, “plan”, “contemplate”, “seek to”, “future”,
“objective”, “goal”, “project”, “should”, “will pursue” and similar expressions or variations of such expressions, that
are “forward-looking statements”.

All forward looking statements are subject to risks, uncertainties and assumptions about us that could cause actual
results to differ materially from those contemplated by the relevant forward-looking statement. Important factors
that could cause actual results to differ materially from our expectations include but are not limited to:

� Our ability to successfully implement our growth strategy and expansion plans and to successfully launch
various projects for which funds are being raised through this issues;

� Change in competition in the Indian and Global Industry;

� Changes in political and social conditions in India;

� General economic and business conditions in India;

� Changes in the value of the Rupee and other currencies; and

� Changes in laws and regulations relating to the Industry in which we operate.

� Any adverse outcome in the legal proceedings in which our company is involved.

For further discussion of factors that could cause our actual results to differ, please refer to the section titled ‘Risk
Factors’ beginning from page no. viii of this Prospectus. By their nature, certain market risk disclosures are only
estimates and could be materially different from what actually occurs in the future. As a result, actual future gains
or losses could materially differ from those that have been estimated. Neither our Company nor the Lead/Co-Lead
Managers, nor any of their respective affiliates have any obligation to update or otherwise revise any statements
reflecting circumstances arising after the date hereof or to reflect the occurrence of underlying events, even if the
underlying assumptions do not come to fruition. In accordance with SEBI requirements, our Company and LMs will
ensure that investors in India are informed of material developments until the grant of listing and trading permission
by the Stock Exchanges for the Equity Shares allotted pursuant to this Issue.
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RISK FACTORS

An investment in Equity Shares involves a high degree of risk. The investor should carefully consider all
of the information provided in this Prospectus, including the risks and uncertainties described below, before
making an investment in the Company’s Equity Shares. If any of the following risks actually occur,
Company’s business, results of operations and financial condition could suffer, the trading price of the
Company’s Equity Shares could decline and the investors may lose all or part of their investment.

Note:

The risk factors are as envisaged by the management along with the proposals to address the risk if any. Unless
specified or quantified in the relevant risk factors below, we are not in a position to quantify the financial or other
implications of any risks mentioned herein under:

In this Prospectus, any discrepancies in any table between total and the sums of the amount listed are due to
rounding off. Any percentage amounts, as set forth in “Risk Factors”, “Management’s discussion and analysis of
financial condition and results of operations” and elsewhere in this Prospectus, unless otherwise indicated, have
been calculated on the basis of the amounts disclosed in the financial statements prepared in accordance with the
Indian Accounting Standards.

A.  INTERNAL RISK FACTORS

Criminal case filed against our promoter director, Mr. Paras S. Savla and Mr. Rupesh K. Savla for commission
of offence punishable under Section 420, 467, 468, 471 and 114 of Indian Penal Code and Section 3 and 7 of
the Essential Commodities Act, 1955 in the court of 5th Joint Judicial Magistrate, First Class, Ahmedabad
(Rural), Navrangpura, Ahmedabad.

Criminal Case No. 1064/2001 was filed against Mr. Paras S. Savla and Mr. Rupesh K. Savla, promoters of our
Company, for commission of offence punishable under Section 420, 467, 468, 471, & 114 of Indian Penal Code
and Section 3 and 7 of the Essential Commodities Act, 1955 in the court of 5th Joint Judicial Magistrate, First
Class, Ahmedabad (Rural), Navrangpura, Ahmedabad at Exh. 228.

The said case was filed against Mr. Paras Savla and Mr. Rupesh Savla, in their capacity as Directors of Yash
Organics Ltd., a company having activity of manufacturing of industrial solvent as per the requirement and
specifications of the customers. As part of the normal sales activity of Yash Organics Ltd, it had sold industrial
solvents to one M/s Raj Chemicals, Agra and the goods were transported by a tanker on January 03, 2000 to Agra.
Their tanker was seized on the outskirts of Ahmedabad by the Ahmedabad Rural Police on the presumption that
the tanker originally meant for transportation to Agra was being diverted into the Ahmedabad city. On such
assumptions the Ahmedabad Rural Police had filed the case against the driver, conductor, tanker owner and against
the directors of Yash Organics Ltd.

By its Judgement Order dated June 11, 2004, the Judicial Magistrate has dismissed the complaint and the accused
have been exogeneted by giving them the benefit of doubt. However, the State Government has preferred an appeal
bearing Criminal Appeal No. 1554 of 2004 before the Hon’ble High Court of Gujarat against the acquittal order,
which has not yet been posted for admission. In view of this, the ultimate outcome of the criminal proceedings
cannot be predicted.

Disputed Tax Liabilities against our Company for a total amount of Rs.269.14 lacs shown as a Contingent
Liability.

a. For the Assessment Year 2001-02, the Income Tax Assessing Officer has disallowed interest expense of
Rs.1,64,070/- and also disallowed Rs.25,850/- out of foreign travel expenditure claimed by us for the
Assessment Year 2001-02. The total tax liability arising out of the above amounts to Rs.1.29 lacs. We have
gone into appeal with Commissioner of Income Tax (Appeals)-V Ahmedabad vide Appeal No. CIT (A)-V/Ward
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1(4)/27/2004-05, against the said order of the Department. The CIT (Appeals)-V, vide Order dated October
18, 2004 has upheld the disallowance of interest expense of Rs.1,64,070/-, but allowed our company’s contention
of foreign travel expense of Rs.25,850/- as allowable business expenditure. We have preferred an appeal to
the Income Tax Appellate Tribunal for disallowance of Rs.1,64,070/- and the case is pending for hearing against
the same authority.

Further, for the Assessment year 2001-02, the Income Tax Assessing Officer has imposed penalty of Rs.64,890
i.e., 100% of tax evaded for the same assesment year. We have filed an appeal before Commissioner of
Income Tax (Appeals) as original disallowance is pending in appeal against Income Tax Appellate Tribunal.

b. For the Assessment Year 2002-03, the Assessing Officer has assessed a tax liability of Rs.115.76 lacs arising
on account of disallowing the contention of our company that the gas compression charges of Rs.252.86 lacs
being disputed by ONGC was not part of the income of our company. We had disputed the stand taken by the
Income Tax Department and had preferred an appeal vide Appeal No. CIT (A)-V/ACIT Cir 1/39/2004-05, which
was awarded in favour of the Income Tax department. We have further preferred an appeal to the Income Tax
Appellate Tribunal and the case is pending for hearing against the same authority.

c. For the Assessment Year 2003-04, the Assessing Officer has assessed a tax liability of Rs.151.44 lacs arising
on account of disallowing the contention of our company that the gas compression charges of Rs.239.15 lacs
being disputed by ONGC was not part of the income of our company; disallowance of Interest Expense of
Rs.31.52 Lacs claimed in the P& L Account; disallowance of Penalty/fine and interest on late payment of
TDS aggregatring to Rs.17.58 Lacs claimed by our Company and imposition of Interest under Section 234
amoiunting to Rs.40.92 Lacs.

Our Group Company, Adinath Exim Resources Limited, which is listed on the Bombay Stock Exchange
Limited, has been suspended from trading since January 27, 2004.

The equity shares of Adinath Exim Resources Limited (AERL), which is listed on the Bombay Stock Exchange
Limited, has been suspended from trading with effect from January 27, 2004 due to non compliance with the
provisions of clause 41 being submission of quarterly results for the period ended December 31, 2002 and March
31, 2003. AERL has subsequently complied with the provisions of the listing agreement and is awaiting withdrawal
of suspension from trading from BSE.

Outstanding claim for compensation, filed by one Mrs. Gaggiben Chotabhai Dantani, against our promoter
director, Mr. Paras S. Savla, for accident caused due to negligient driving by his driver.

On April 30, 2003, vehicle owned by Mr. Paras S. Savla, which was being driven by his driver, accidentally injured
one Mrs. Gaggiben Chotabhai Dantani (“the victim”), who filed an FIR for the same in the Sabarmati Thana,
Ahmedabad. She has filed a suit claiming compensation of Rs.1,00,000/-. The Motor Accident Claim Tribunal, vide
notice dated January 04, 2005 has directed Mr. Paras S. Savla to represent his case on the said matter. The above
referred vehicle being insured for third party with the United India Insurance (UII), Mr. Paras S. Savla has submitted
all relevant documents with UII for disposal of the claim at their end.

Show Cause Notice served by Central Excise Authorities on Yash Organics Limited (YOL), in which Mr. Paras
S. Savla, a then Director of YOL was made a party. The Additional Commissioner C.E.X, Ahmedabad–II has
assessed a penalty of Rs.13,00,000/- which has been later reduced to Rs.2,00,000/- by Commissioner (Appeals)
Central Excise, Ahmedabad- III.

Mr. Paras S. Savla was earlier a director on the Board of one Yash Organics Limited (“YOL”) which is engaged in
manufacture of Industrial Solvent YOL - 18 falling under Chapter No. 27 of the Central Excise Tariff Act, 1985. The
Additional Commissioner passed Order-in-Original No. 64/Addl. Commr /2001 dated October 31, 2001 for inappropriate
classification of the product of YOL, which resulted in lower payment of excise duty by 16% and imposed a penalty
of Rs.13,00,000/- against Mr. Paras S. Savla under Rule 209A of the Central Excise Rules, 1944. Mr. Paras S.



DEEP INDUSTRIES LIMITED

x

Savla preferred an appeal along with stay application before the Commissioner (Appeals), Central Excise, Ahmedabad
- III on January 08, 2002 against this Order, who reduced the penalty to Rs. 2,00,000/-. However, Mr. Paras S.
Savla has further filed an appeal with the Honorable Customs, Excise & Gold (Control) Appellate Tribunal, WZB,
Mumbai (CEGAT) contending that the penalty amount, being differential duty is only Rs. 15,360/-.

There is one civil suit filed against our promoter director, Mr. Paras S. Savla in the Sidhpur Court vide
Suit No. 33/2001 for temporary stay and maintain the status quo under Section 161, Rule 1-2, CPC Order 39
in respect of the Property at Survey No. 1319 and 1320 and City Survey No. 3271 at Sidhpur, North Gujarat,
owned by Mr. Paras S. Savla.

Mr. Paras S. Savla had purchased the property situated at Survey No. 1319 and 1320 and City Survey No. 3271
at Sidhpur, North Gujarat, in 1984-85. On the date of purchase, the property was leased to one M/s. H. H.
Lokhandwala Prop.Prakashlal Ratilal Rami. Since M/s. H. H. Lokhandwala Prop.Prakashlal Ratilal Rami was not
paying rent in respect of the aforesaid property, Mr. Paras S. Savla, subsequently gave the said property on lease
basis to one Mr. Ramesh S. Rathod. M/s. H. H. Lokhandwala Prop. Prakashlal Ratilal Rami filed a suit in the
Sidhpur Court, against Mr. Paras Savala and Mr. Ramesh Rathod, in respect of the aforesaid property contending
that he was the rightful tenant of the said property. The hon’ble Court at Sidhpur has granted a stay order on the
aforesaid property and ordered to maintain the status quo till the case is disposed. The hearing of the case is yet
to commence.

One of our group company, Adinath Exim Resources Limited, which had made a Public Issue of 31,00,000
Face Value Rs. 10/- each Equity Shares at par on January 18, 1996 was not able to perform as per the promises
made in the Offer document.

One of our group company, Adinath Exim Resources Limited, had made a Public Issue of 31,00,000 Face Value
Rs. 10/- each Equity Shares at par on January 18, 1996. The Issue Size was Rs.310 lacs comprising of 31,00,000
Equity Shares of Face Value Rs.10/- each for cash at par. The Main Objects for the Issue was to finance the
working capital requirement. The Profitability projections made in the offer document and the comparison with actual
performance achieved is given below :-

Promises made in the Offer document:
(Rs. in Lacs)

Year 1995-96 1996-97 1997-98 1998-99 1999-2000

INCOME

Export Sales 2947 3288 3541 3795 4048

Other Income 1 1 1 1 1

EXPENDITURE

Cost of Goods Sold 2648 2954 3181 3409 3636

Gross Profit 300 335 361 387 413

Depreciation 2 2 2 2 2

Interest 15 17 18 19 21

Profit Before Tax 237 270 294 319 344

Taxation 64 73 79 86 93

Net Profit 173 197 215 233 251

Dividend (%) 15 20 25 30 30

EPS (Rs.) 3.46 3.94 4.29 4.65 5.01
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Actual Performance:

(Rs. in Lacs)

Year 1995-96 1996-97 1997-98 1998-99 1999-2000

INCOME

Total Income 22 131 92 86 68

EXPENDITURE

Total Expenditure 19 124 84 81 48

Gross Profit 3 7 8 5 20

Depreciation 1 1 3 2 1

Interest - - - - -

Profit Before Tax 2 6 5 3 19

Taxation 1 3 2 2 4

Net Profit 1 3 3 1 15

Dividend (%) - - - - -

EPS (Rs.) 0.02 0.06 0.05 0.02 0.30

Contingent Liabilities as on March 31, 2006 not provided for in the books of accounts.

As on March 31, 2006, there are contingent liabilities of Rs.732.01 lacs not provided for in the books of accounts.
This consists of Rs.269.14 lacs disputed tax liability; Rs.163.33 lacs bank guarantee, Rs.179.54 lacs outstanding
against letters of credit (net of margin) opened with Banks for capital equipment purchase and Rs.120.00 lacs
corporate guarantee given to bank for other company.

Provision for huge penalty for Non-performance or sub-performance in the Sale and Service Contracts entered
with ONGC and GACL and termination of the contract is at behest of ONGC/ GACL.

The Service Contracts entered into with ONGC and GACL provide for very high penalty for non-performance/sub-
performance, which may potentially wipe of the earnings of our company. We have paid the following penalties over
the last 5 years:

(Rs. In Lacs)

Years 2001-02 2002-03 2003-04 2004-05 2005-06

Penalty paid for Contracts executed  31.74  11.93  5.73  3.01  1.51

Further, we do not have any right to terminate the contract before the expiry of its term.

Management Perception

Our Company has been continuously handling such service contracts awarded by ONGC since the last 9 years.
The amount of penalty incurred by us during the last two years has reduced and we have been able to meet the
performance standards as set out in the service contracts. We are also keeping standby compressors at the site to
ensure uninterrupted services.

We derive a significant portion of our revenues from our service contracts entered into with ONGC. The
loss of such contracts, or significant reduction in the revenues we receive from ONGC may adversely affect
our business and revenues.
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Management Perception

The Gas Compression Contract is awarded by ONGC by way of a bidding process and the bid is awarded to the
lowest price bidder. These contracts so awarded are normally awarded for a period of 2 years with extension option
for further 1 year. The company has been successful in bidding tenders and getting work orders from ONGC since
the last 9 years due to its capability in executing contracts. The company has also been successful in getting
renewal of work orders.

Oil & Exploration Industry in India is substantially owned and managed by the Government/ Government
entities like ONGC, GAIL, etc. A change in Government policy or decision can affect the business of the
company.

Management Perception

The recent entry of private players like Cairn Energy, NIKO Resources, Assam Gas Company Ltd., Reliance Industries
Limited, etc. in the Oil & Gas Exploration Sector, has widened the market scope of our company, thereby reducing
the risk of depending primarily on ONGC for our business operations.

We have not commissioned an independent appraisal for the use of proceeds to be raised through the issue.

The uses of proceeds of the issue have been determined based on our management’s internal estimates and no
bank or financial institution has appraised the use of proceeds to be raised through this issue. Union Bank of India
has been appointed as monitoring agency to monitor the use of the proceeds of the issue. Progress in the use of
proceeds from the issue would be reported periodically as is statutorily required by SEBI in India.

We are dependent upon the expertise of our promoters, key management and technical personnel for the
future performance of our Company. We may be adversely affected if the Company for any reason is unable
to avail of their expertise.

The industry in which we operate has a limited number of players and accordingly expertise is limited to a few
persons only. Our Company relies on seasoned and experienced professionals who have extensive background in
the natural gas compression and service industry and expertise in sales, procurement, engineering, project
management, capital formation and operations of Gas/Air compression equipment, Work over Rigs, Drilling Rigs
and associated services. Trained and qualified manpower is most critical as the equipments have to run on a 24
hour basis for the whole year and require to be maintained in excellent condition for running without any interruption.
We have a team of professionals who are responsible for the day-to-day operations and drive the business growth.
The loss of the services of our senior management or other key personnel could seriously impair our ability to
continue to manage and expand our business, which may adversely affect our financial condition. Further, we do
not maintain any ‘key man” life insurance for our senior members of our management team or other key personnel.

Compression Service is a Capital-intensive business requiring huge capital investment. We may be subject
to risk associated with hiring compressors from outside to carry our operation since the same may not be
immediately available and cost may be high.

Management Perception

Over a period of 12 years, we have been able to acquire and own a set of 10 compressor packages and have also
acquired a work over rig to enable us to expand our operations and move towards our goal to become an integrated
service provider to the oil and gas sector. Further, the capital intensive nature of our industry coupled with the
technical expertise required acts as an entry barrier for new entrants.

We operate in an industry where the demand for the compression equipment is high and there is a time lag
for supply of required equipment from manufacturers/assemblers. Our Company does not have any Supply
Agreement with any of the manufacturers of compressors or assembler of compressor packager, whether
in India or abroad, for guaranteed and timely supply of the compressors/compressor packager. This may
lead to loss of opportunities and may affect our profitability.
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Management Perception

We currently own a set of 10 compressor packages. Further, over the years our company has developed good
relationships with manufacturers/assemblers of compression equipments, in India and abroad, which ensures
uninterrupted and timely supply of compressor equipments as and when required.

We have not entered into any formal agreement with any organisation whether in India or abroad for
uninterrupted supply of technical know-how or assistance for our business operations. This could result in
loss of business operations due to non-adaptability to changes in technology and standards.

Management Perception

Our promoters and employees have gained considerable experience over the years in the business of gas and air
compression. We have employed technically qualified and experienced personnel to operate the equipments. Further,
our company has gained technical expertise during our association with Hanover Asia, Inc., USA for the Gas
Compressor Equipment Lease and Service Agreement entered for the period 2001-2003. We also provide on the
job training to our employees to enable us to provide uninterrupted services.

Our inability to manage growth may lead to loss of opportunities and may hamper our future growth plans

We anticipate rapid growth and expansion in our business, production capacity and scope of operations. We may
be subject to growth-related risks including capacity constraints and pressure on internal systems and controls.
Our Company’s ability to manage growth effectively will require us to continue to implement and improve our operational
and financial systems and to expand, train and manage our employee base. The inability of our Company to deal
with this growth could have a material adverse impact on our business, operations and prospects. In order to manage
our current operations and any future growth effectively, we will need to continue to implement and improve our
operational, financial and management information systems and to hire, train, motivate, manage and retain our
employees. There can be no assurance that our Company will be able to manage such growth effectively, that our
management, personnel or systems will be adequate to support our operations or that we will be able to achieve
the increased levels of revenue commensurate with the increased levels of operating expenses associated with
this growth.

We face competition for our Services both from domestic and overseas Service Providers. Our inability to
effectively compete with them may affect our operations and profitability.

Management Perception

In the domestic scenario there are few players to compete in the market. Internationally, several years of
consolidations and mergers in the gas compression industry has resulted in few large companies focusing on higher
margin application. Further, there are opportunities in international market for a new entity with experienced
management to acquire existing compression asset for redeployment and to compete with existing companies by
providing compression management services on more timely and effective basis. Our company expects to mitigate
the competition risk by further adding other related services in its area of operations like providing services of work
over rig. Our aim is to become an integrated service provider to the oil and gas sector.

The Natural Gas Compression market on rental basis in India is at a nascent stage. Most of the Companies
in the Oil & Gas Sector are still carrying out Gas compression activities in house instead of outsourcing it.
Any reluctance on the part of these companies to outsource the compression activities may affect our
operations and profitability.

Management Perception

There is growing concern among producers of natural gas in India to outsource their compression requirements so
as to reduce the capital expenditures on compression equipment and to focus on their core business.
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Our Company is a new entrant in the field of work over rigs. As we do not have any prior experience in this
field, we may be subject to risks associated with successfully completing contracts, sustaining competition
etc.

Management Perception

Our Company has acquired one work over Rig of 100 MT to provide rig services to the oil and gas sector. Since
there is a synergy with the existing compression services provided by our company, we expect little difficulty in
operating and providing quality services in the rig business. Further, our Company has recently entered into a MoU
with PT Indrillco Bakti, Jakarta-13260, Indonesia, for availing technical know-how/collaboration in connection with
work over services for 30 to 200 Ton capacity Rigs. We have recently been awarded a contract by ONGC for
deployment of the work over Rig for a period of 2 years.

Qualification in the Auditors Report on account of non-booking of disputed income from ONGC for the
financial year 2001-02 and 2002-03 by the company

The company has accounted and booked 50% of the hire charges on the Gandhar Project of ONGC Limited due to
dispute on non-compliance of conditions in the contract with ONGC. The company has not yet received the disputed
income and the chances of receiving the same are remote and hence the same based on conservative accounting
policy has not been booked as income in the financial statments.

Our Company has a net negative cash flow from operating activities in the FY 2006 and a net decrease in
cash and cash equivalent for the FY 2002 and 2006. The details of the same are given below:

(Rs. In Lacs)

Years 2001-02 2002-03 2003-04 2004-05 2005-06

Cash Generated From Operations 276.53 27.90 353.90 497.64 41.45
Direct Taxes Refund / (Paid) Net (28.88) 0.42 (22.80) (16.48) (59.68)
Net Cash from Operating Activities 247.65 28.32 331.10 481.16 (18.23)
Net increase in Cash and Cash equivalents (13.93) 87.45 42.05 148.93 (85.80)

Our Company has bidded for 2 Coal Bed Methane Blocks in consortium with Coal Gas Mart LLC, USA and
Adinath Exim Resources Limited. As we do not have any prior experience in this field, we may be subject
to risks associated with successfully operating the busineess, sustaining competition, etc.

Our company has bid for 1 Coal Bed Methane block in Andhra Pradesh jointly with Coal Gas Mart LLC, USA and
Adinath Exim Resources Limited, Ahmedabad and 1 Coal Bed Methane block in Madhya Pradesh jointly with Coal
Gas Mart LLC, USA. The company has recently entered into Memorandum of Undersanding with Coal Gas Mart
LLC, USA and Adinath Exim Resources Limited towards the same. Coal Gas Mart LLC, has around 5 years of
experience as an operator in exploration and production of oil and gas. Our consortium has been short listed for
the 2 CBM Blocks bidded for by the Directorate General of Hydrocarbons and the same has been forwarded to the
petroleum ministry for vetting.

Our Company, along with our joint bidders Coal Gas Mart, LLC, USA and Adinath Exim Resources Limited have
also submitted a Minimum Work Program (MWP) to GoI. While submitting the respective bids for the 2 blocks,
under which the cost for Phase I (2 years from start of contract) of the exploration activity has been given at
Rs.1022 Lacs. The company has the option to exit the contract after the completion of the above referred Phase I.
The bidders are required to produce Bank Guarantee equal to 35% of the MWP, which comes to about Rs.358
Lacs for two years. For one year the Bank Guarantee comes to Rs.179 Lacs. Our Company’s share out of the total
Bank Guarantee is Rs.114 Lacs for one year. The Bank Guarantee is to be provided before each activity in the
phase, on the basis of the value of the activity to be completed. Our Company intends to meet the margin of 20%
for the Bank Guarantee out of internal accruals.
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Foreign Exchange Risks

Exchange rate fluctuations may have an impact on the profitability of our Company as some of our revenues are
earned in foreign currency and we do not have a risk management system to hedge the risk of foreign exchange
fluctuations.

We have not registered our logo and we do not have a registered trademark

We have not registered our logo and we do not have a registered trademark. This may subject us to risk of imitation
and loss of revenue owing to misuse of our logo.

We have issued Equity Shares in last twelve months at a price, which is lower than the Issue Price

We have made the following allotments in the last twelve months at a price, which is lower than our current Issue
price:

Date of Allotment Face Value Issue Price Mode of Allottee No. of
 (Rs.) (Rs.) payment Equity Shares

 allotted

19/12/2005 10.00 30.00 Cash Promoters and Promoter Group 2,91,630

20/02/2006 10.00 30.00 Cash Promoters and Promoter Group 12,08,370

27/02/2006 10.00 30.00 Cash Others 7,00,000

Our Promoter Companies, Kanvel Finance Private Limited and Savla Electronics Private Limited have incurred
losses during the last three years or have accumulated losses. The details of the same are as under:

Rs. In Lacs

Particulars as on March 31, 2003 2004 2005

Kanvel Finance Private Limited

Reserves (2.63) 1.05 9.11

PAT (1.11) 3.68 8.07

Savla Electronics Private Limited

Reserves (29.38) (22.47) (8.07)

PAT 4.01 6.91 14.41

B.  EXTERNAL RISK FACTORS

Change in dynamics of the Natural Gas Industry may impact the business of the Company

The natural gas is now a dynamic, highly competitive business with flexible pricing, an active spot market, and
widespread use of short to medium-term contracts. This is causing a fundamental change in the way each of the
traditional participants of the industry operates: producers, pipelines, gas utilities, and industrial users. New market
participants as the natural gas marketers, who link buyers and sellers of natural gas, have emerged. The change in
industry dynamics may adversely affect the operations of our company. Further, the prices of gas and crude oil are
high which enables the oil companies to economically explore more gas and crude. Any downfall in the prices of
gas may adversely affect the operations of our company. The compression rental rates may fall if gas prices fall
resulting in losses, which might hinder our growth.

Any slowdown in the economic growth in India could cause the business to suffer

Indian Economy performed satisfactory during the year 2004-05 with a GDP growth rate of 6.9%. This growth
momentum has been very optimistic for the first half of 2005-06 with the GDP growth at around 8.1%. Any slowdown
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in the growth of Indian economy or future volatility in global commodity prices, could adversely affect the business
our Company, including future financial performance, shareholders’ funds and ability to implement strategy and the
price of our equity shares.

Any significant change in the Government’s economic liberalization and deregulation policies could disrupt
the business and adversely affect the financial performance of our Company

The Government of India has traditionally exercised and continues to exercise a dominant influence over many
aspects of the economy. Its economic policies had and could continue to have a significant effect on public &
private sector entities, including our Company, on market conditions, prices of Indian securities, including in the
future on our Company’s Equity Shares. Any significant change in the Government’s policies or any political instability
in India could adversely affect the business and economic conditions in India and could also adversely affect the
business, future financial performance and the price of our Company’s Equity Shares.

Sensitivity to the economy and extraneous factors

Our Company’s performance is highly correlated to the performance of the economy and the financial markets. The
health of the economy and the financial markets in turn depends on the domestic economic growth, state of the
global economy and business and consumer confidence, among other factors. Any event disturbing the dynamic
balance of these diverse factors would directly or indirectly affect the performance of our Company.

The price of our Equity Shares may be volatile

The Equity Shares of our Company are currently not listed. The price of our Equity Shares on the Indian Stock
Exchanges may fluctuate after listing as a result of several factors including -

� Volatility in Indian and global securities market;

� Our results of operations and performance;

� Performance of our competitors and perception in the Indian market about investment in the Oil and Gas
Industry;

� Adverse media reports, if any, on our Company or the Oil and Gas Industry;

� Changes in the estimates of our performance or recommendations by financial analysts;

� Significant development in India’s economic liberalization and de-regulation policies; and

� Significant development in India’s fiscal and environmental regulations.

There can also be no assurance that the price at which our equity shares are initially traded will correspond to the
prices at which our Equity Shares will trade in the market subsequent to this Issue.

The Issue price of our Equity Shares may not be indicative of the market price of our Equity Shares after
the Issue.

The Issue Price of our Equity Shares will be based on numerous factors (discussed in the section titled ‘Basis of
Issue Price’ beginning from page no. 23 of this Prospectus) and may not be indicative of the market price for our
Equity Shares after the Issue.

The market price of our Equity Shares could be subject to significant fluctuations after the Issue, and may decline
below the Issue Price. We cannot assure the investors that they will be able to resell their Equity Shares at or
above the Issue Price. Among the factors that could affect our share price are:

� Quarterly and other variations in the rate of growth of our financial indicators, such as earnings per share, net
income and revenues;
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� Changes in revenue or earnings estimates or publication of research reports by analysts;

� Speculation in the press or investment community;

� General market conditions; and

� Domestic and international economic, legal and regulatory factors unrelated to our performance.

Certain factors beyond the control of our Company like terrorist attacks, civil unrest, droughts, floods,
earthquakes, war etc. or any other acts of violence involving India and other countries can adversely affect
our Company and financial markets, where the Equity Shares of our Company will be traded.

Certain events that are beyond our control such as the recent tsunami or seismically generated sea waves capable
of considerable destruction on December 26, 2004 and terrorist attacks such as the ones that occurred in New
York and Washington, D.C. on September 11, 2001 and New Delhi on December 13, 2001. The other acts of violence
or war including civil unrest, military activity and hostilities among countries may adversely affect worldwide financial
markets and could lead to economic recession. Any such event could adversely affect our financial performance or
the market price of the equity shares.
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C. NOTES TO RISK FACTORS

1. Public Issue of 1,13,00,000 equity shares of Rs.10/- each at a price of Rs.36/- for cash aggregating to Rs.4068
lacs.

The book value per share of our Company as on March 31, 2006 is Rs.22.30 as per the audited financials for
the year.

3. The Net worth of our Company is Rs.1939.72 Lacs as on March 31, 2006

4. Average cost of acquisition of Equity Shares of face value of Rs.10/- each by our Promoters, is as follows:

Name of the Promoter Average Cost of Acquisition per Share (Rs.)

Mr. Rupesh K. Savla Rs. 15.57 per share

Kanvel Finance Private Limited Rs. 19.36 per share

Savla Electronics Private Limited Rs. 19.14 per share

Yash Organochem Private Limited Rs. 24.18 per share

5. For details of related party transactions, please refer to the section titled ‘Related Party Transactions’ on
page no.62 of this Prospectus.

6. All information shall be made available by the LMs and the Company to the public and investors at large and
no selective or additional information would be available for a section of the investors in any manner whatsoever.

7. Investors are advised to refer to the section titled ‘Basis of Issue Price’ on page no.23 of this Prospectus
before making an investment in this Issue.

8. Investors may please note that in the event of over-subscription, allotment shall be made on a proportionate
basis in accordance with the SEBI Guidelines and in consultation with BSE (the Designated Stock Exchange).

Investors are free to contact the LMs or the Compliance Officer for any clarification or information or for
any complaint pertaining to the Issue. For contact details, please refer to the cover page of this Prospectus.



DEEP INDUSTRIES LIMITED

64

ANNEXURE I

SUMMARY STATEMENT OF PROFIT AND LOSS ACCOUNT, AS RESTATED

(Rs. in lacs)

Financial Year ended 31.03.2002 31.03.2003 31.03.2004 31.03.2005 31.03.2006
Period (12 Months) (12 Months) (12 Months) (12 Months) (12 Months)

Income     

Sales:     

Of Services provided by the Company 972.88 892.42 1070.17 794.06 729.49

Other Income 24.94 15.00 28.45 27.53 66.83

Total Income (A) 997.82 907.42 1098.62 821.59 796.32

Expenditure     

Operating Expenses 753.27 624.44 821.03 406.95 265.11

Salaries, Wages and Benefits 34.05 30.26 32.00 40.75 51.54

Administration and other Expenses 49.42 55.84 72.40 107.58 125.71

Depreciation 68.02 78.57 73.46 92.40 88.26

Interest & Financial Charges 58.41 37.61 11.84 30.74 56.87

Misc. and Deferred Rev. Exp. W/off 0.15 0.15 0.15 0.15 0.15

Total Expenditure (B)  963.32  826.87  1,010.88  678.57 587.64

Net Profit before Tax and  34.50  80.55  87.74  143.02 208.68
Extraordinary Items (A-B)

Taxation     

Current Tax 0.50 17.00 17.00 36.00 20.00

Excess or Short Provision of Income Tax 0.00 0.00 1.04 0.00 0.26

Deferred Tax 15.84 11.95 13.39 43.53 9.31

Net Profit After Tax but before 18.16 51.60 56.31 63.49 179.11
Extraordinary Items

Extraordinary Items (net of tax) -  -  - - -

Net Profit after Extraordinary Items 18.16 51.60 56.31 63.49 179.11

Note: The above statement should be read with the Notes on adjustments and significant accounting policies & notes to
the accounts for restated financial statements as appearing in Annexure III and IV to the report.
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ANNEXURE II

SUMMARY STATEMENT OF ASSETS AND LIABILITIES AS RESTATED

(Rs. in lacs)

As at 31.03.2002 31.03.2003 31.03.2004 31.03.2005 31.03.2006
Period (12 Months) (12 Months) (12 Months) (12 Months) (12 Months)

A. Fixed Assets:     

  Gross Block 1094.82 1095.54 1374.44 1744.79 2394.90

  Less: Depreciation 283.02 340.87 413.1 413.5 467.52

  Net Block 811.80 754.67 961.34 1331.29 1927.38

B. Investments 75.42 75.42 90.02 73.59 0.39

C. Current Assets, Loans and Advances     

  Inventories 20.99 6.40 41.25 93.43 110.89

  Sundry Debtors 459.04 183.76 137.47 286.11 211.48

  Cash and Bank balances 58.95 146.40 188.45 337.38 251.58

  Loans and Advances 488.24 527.64 402.18 168.36 446.61

  Total 1027.22 864.20 769.35 885.28 1020.56

D. Liabilities and Provisions:     

  Secured Loans 282.61 117.60 103.77 259.92 281.63

  Unsecured Loans 64.87 2.28 47.53 52.57 -

  Current Liabilities 629.78 232.72 271.86 473.68 391.81

 Provisions 15.50 46.88 70.74 125.12 111.64

 Deferred Tax Liability 145.36 157.31 170.70 214.23 223.53

 Share Application Money - 339.30 - - -

  Total 1138.12 896.09 664.60 1125.52 1008.61

E. Networth (A+B+C-D) 776.32 798.20 1156.11 1164.64 1939.72

 F. Net worth Represented by     

i. Share Capital 499.70 499.70 650.00 650.00 870.00

ii. Reserves & Surplus 277.52 299.25 506.71 515.09 1095.57

iii. Miscellaneous Expenditure not 0.90 0.75 0.60 0.45 25.85
yet written off

Networth (i+ ii -iii) 776.32 798.20 1156.11 1164.64 1939.72

Note: The above statement should be read with the Notes on adjustments and significant accounting policies & notes to
the accounts for restated financial statements as appearing in Annexure III and IV to the report.
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ANNEXURE III

NOTES TO ADJUSTMENTS CARRIED OUT IN RESTATED FINANCIAL STATEMENTS

Qualifications in the Auditors Report and Changes in the Significant Accounting Policies during the preceding five years.

Financial Year 2004-05

Qualification on account of change in accounting policy of providing depreciation on fixed assets by the company.

In audited accounts up to the year ended March 31, 2004, the company had been accounting for depreciation on fixed
assets based on the Written Down Value (WDV) Method. During the year 2004-05 the company has revised its accounting
policy of providing depreciation from written down value method to the Straight Line Method (SLM) on all assets except
tankers and shed and office building. The change in the above accounting policy has resulted in a surplus of
Rs.3,10,38,526/- and a tax debt of Rs.98,53,038/- on account of deferred tax relating to the previous years. Consequently,
the net profit of the current year is higher by Rs.2,11,85,488/-. Had the company followed the Written Down Value basis
of depreciation accounting, the charge for the year would have been higher by Rs.53,54,736/- and the deferred tax
charge would have been lower by Rs.18,02,404/-.

Notes to Adjustments carried out in Restated Financial Statements

The effect of change in the depreciation method from WDV Method to SLM for the period prior to FY 2001-02 has been
adjusted in the opening Reserves and Surplus, Accumulated Depreciation and Deferred Tax Liability in the Restated
Balance Sheet as appearing in Annexure II of this report. The same is reflected by an increase of Rs. 161.66 lacs in the
Reserves and Surplus, increase of Rs. 82.02 lacs in the Deferred Tax Liability and a cumulative decrease of Rs.243.68
lacs in the Accumulated Depreciation resulting in increase in the Net Fixed Assets.

To make the depreciation figure comparable with the depreciation of FY 2004-05, the method for providing depreciation
has been changed from Written Down Value Method to Straight Line Method for the financial year ending March 2002 to
March 2004 in the Restated Profit and Loss Account as appearing in Annexure I of this report.

On change of method of providing depreciation, financial figures of Depreciation, Profit Before Tax, Provision of Deferred
Tax, Net Profit After Tax, Balance of Profit & Loss Account and Net Block of Fixed Assets has been changed respectively
for the F.Y. 2001-02 to 2003-04. Net effect of changes in the restated financial statements are summarised as under.

 (Rs. in lacs)

Particulars 2001-02 2002-03 2003-04 2004-05 2005-06

Depreciation Reduced By 28.82 22.66 15.23 - -

Net Profit before Tax increased by 28.82 22.66 15.23 - -

Deferred Tax increased by 9.70 7.63 5.13 - -

Net Profit after Tax increased by 19.12 15.03 10.10 - -

Financial Year 2001-02 and 2002-03

Qualification on Account of non-booking of disputed income from ONGC by the company

The company has accounted and booked 50% of hire charges on the Gandhar Project of ONGC Limited due to dispute
on Non compliance of conditions in the contract with ONGC. The disputed income has not yet been received by the
company and the chances of receiving the same are bleak and hence effect of the qualification has not been made in
the restated financial statement.
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ANNEXURE IV

SIGNIFICANT ACCOUNTING POLICIES AND NOTES ON ACCOUNTS FOR THE YEAR ENDED ON MARCH 31, 2006.

A. Significant Accounting Policies:

1. Basis of Preparation of Financial Statements

The financial statements have been prepared in compliance with all material aspects of the mandatory Accounting
Standards issued by the ICAI and the relevant provisions of the Companies Act, 1956.

Financial Statements are based on historical cost and are prepared on accrual basis.

2. Fixed Assets and Depreciation

(a) Fixed Assets are stated at cost of acquisition less accumulated depreciation. The installation and direct attributable
major expenses incurred on the addition of the assets are capitalized to respective assets. Capital work-in-
progress is stated at the amount expended up to the date of Balance sheet.

(b) (i) Depreciation on Gas Compressor is provided on Straight Line Method @ 4.75% considering the useful life
of the asset.

(ii) Depreciation on Shed & construction at contactor site is provided on Written Down Value Method @ 33.33%
considering the period of the contract.

(iii) Depreciation on Tanker & Office Building is provided on Written Down Value Method as per the rate
prescribed in Schedule XIV and in accordance with Section 205(2) of the Companies Act, 1956.

(iv) Depreciation on Fixed Assets other than stated above in Para 1, 2 & 3 is provided on Straight Line Method
as per rate prescribed in Schedule XIV and in accordance with Section 205(2) of the Companies Act, 1956.

(v) Assets costing Rs. 5000/- each are fully depreciated in the year of acquisition.

3. Investments

Investments that are intended to be held for more than one year, from the date of acquisitions are classified as long-
term investment and are carried at cost. During the year the company has made provision of Rs. 7820/- for diminution
in the value of Long Term Investments . In absence of break up value of the unquoted shares and investments the
same are valued at cost price.

4. Debtors

Debtors are stated at the book value after making provisions for the doubtful debts.

5. Inventories

Inventories of spare parts and oil are valued at cost or market price whichever is lower.

6. Foreign Currency Transactions

Foreign currency transactions in respect of capital goods are recorded in the books by applying the prevailing
exchange rates and/or at the hedging rate as on the date of the transaction. In case of forward LC contract and
discounted transactions the same are accounted at the booked hedging rate. In case of spares and other foreign
exchange transaction the same are recorded in the books at the exchange rate prevailing as on the date of
transactions.

7. Basis of Accounts

Revenue/Income and costs/expenditures are generally accounted on accrual as they are earned or incurred.

8. Retirement Benefit

In case of retirement benefits, company has parted with only provident fund as per the approved scheme. Except
that no other retirement/leave encashment liability has been determined.
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9. Tax on Income

Current Tax is determined on the basis of the amount of tax payable in respect of taxable income for the year.

Fringe Benefit Tax is provided as per provision of the Income Tax Act, 1961.

Deferred tax is calculated at current statutory income tax rate and is recognized on timing differences, being the
difference between taxable income and accounting income that originate in the one period and are capable of
reversal in one or more subsequent periods. Deferred tax assets subject to the consideration of prudence, are
recognized and carried forward only to the extent that there is a reasonable certainty that sufficient future taxable
income will be available against which such deferred tax assets can be realised.

10. Income

Company’s Income comprises of Air Compressor and Gas Compressor Hire Charges & Tankers Hire Charges.

11. Other Income

Other Income is consisting of interest, dividend, and discount, profit/loss on sale of investment and assets and
miscellaneous income.

12. Contingent Liabilities

Provision is made for all known liabilities. Contingent Liabilities, if any, are disclosed in the account by way of a note.

B. Managerial Remuneration

Director Remuneration:

Particulars Amount (Rs. In lacs)

Salaries  7.80

Perquisites 10.38

Total 18.18

Computation of Net Profit in accordance with Section 198 & 309 of the Companies Act, 1956

Particulars Amount (Rs. in lacs)

Profit before Taxes as per Profit and Loss Account 208.69

Add: Managerial Remuneration  18.18

Add: Loss on Sale of Fixed Assets  6.55

Less: Profit on Sale of Fixed Assets  5.51

Less: Profit on Sale of Investments  43.92

Net Profit  183.99

Sr. No. Particulars Amount Paid Maximum Amount
(Rs. in Lacs) Restricted upto 10% of

Net Profit

1. Chairman and Managing Director 6.72 18.40

2. Managing Director 7.28

3. Executive Director 4.18
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C. Contingent Liability not provided for in respect of:

Particulars Amount (Rs. in lacs)

Counter Guarantee given to the Bankers 163.33

LC issued by the Bankers (Net of margin money) 179.54

Tax Matters: Disputed Liability in respect of Income Tax Demand 269.14
(Matters under Appeal)

Corporate Guarantee to Bank of Baroda for other company 120.00

D. Capital Commitment expenses to the extent not provided for during the year – Rs. Nil

E. In the opinion of the board, the current assets, loans and advances are approximately of the value stated if realized
in the ordinary course of business. The provision for all known liabilities re adequate and not in excess of the
amount reasonably necessary.

F. Other Information pursuant to paragraphs 3, 4, 4A, 4B and 4D of Para-II of the Schedule VI is given as under so
far as applicable to the Company.

(a) The company has not employed any person drawing remuneration of Rs.2,00,000/- per month or more or
Rs.24,00,000/- per annum.

(b) As there is no manufacturing activity information in respect of installed capacity, production capacity, raw material
consumption, opening and closing stock of goods produced and consumption of indigenous and imported raw
materials and spares thereof and turnover of goods produced is not given.

(c) Value of imports calculated on CIF basis

Particulars 2005-06 2004-05

Capital Goods Rs.2,30,60,153 Rs.3,13,27,076

Spare Parts Rs. 5,67,279 Rs. 32,76,058

(d) Expenditure in Foreign Currency

Particulars 2005-06 2004-05

Gas Compressor Expenses Rs.71,42,385 -

RIG Expenses Rs. 1,91,178 -

Travelling Expenses Rs. 9,63,906 Rs. 11,39,804

(e) Earnings in Foreign Currency

Particulars 2005-06 2004-05

Hire Charges Rs.15,72,678 -

G. Figures are rounded off to the nearest rupee and the previous year figures are regrouped wherever necessary.

H. Payment to Statutory Auditors

Particulars 2005-06 2004-05

Audit Fees Rs. 16,836 Rs.15,000/-

Taxation Matters Rs.11,224 Rs.10,000/-

Others Rs.58,060 Rs.38,570/-

Total Rs.86,120 Rs.63,570/-
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I. Segment Reporting

The company is engaged in the service activity having mainly the hire charges income and there are no separate
reportable segment as per Accounting Standard 17 - “ Segment Reporting” issued by the Council of the Institute of
Chartered Accountants of India.

J. Related Party Disclosures

As per the Accounting Standard on “Related Party Disclosures” (AS 18) issued by the Institute of Chartered Accountants
of India, the related parties and the details of transaction with them are as follows:

Name of Party Nature of Payment Amount (Rs.)

Visat Automobiles Petrol, Diesel and Other 5302822

Adinath Exim Resources Ltd. Loan Interest 252625

Savla Electronics Pvt. Ltd. Loan Interest 123499

Kanvel Finance Private Limited Loan Interest 201170

Mita M. Savla Lease Deposit Interest 1676

Priti P. Savla Lease Deposit Interest 4189

Paras S. Savla Land Rent 42000

Avni D. Savla Salary 80000

Avni D. Savla Perquisites 100000

Rupesh K. Savla Land Rent 42000

Paras S. Savla Remuneration 300000

Rupesh K. Savla Remuneration 240000

Dharen S. Savla Remuneration 240000

Paras S. Savla Perquisites 372146

Dharen S. Savla Perquisites 177947

Rupesh K. Savla Perquisites 488037

K. Current Liability related to Small Scale Industrial Undertakings

Sundry Creditors of Rs. 54,30,602 presented in Schedule 11 under the head Current liabilities. In absence of details
of Small Scale Industrial Undertakings to whom the company owes a sum, it is not possible to identify outstanding of
Sundry Creditors related to Small Scale Industrial Undertakings for more than 30 days as at 31st March, 2006.
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ANNEXURE V

CASH FLOW STATEMENT AS RESTATED

(Rs. In Lacs)

Particulars 2001-02 2002-03 2003-04 2004-05 2005-06

Cash Flow From Operating Activities

Net Profit Before Tax and Extraordinary items 34.50 80.55 87.74 143.02 208.69

Adjustment for:

Depreciation 68.02 78.57 73.46 92.40 88.26

Other Income - - - - -

Interest Expenses 51.75 32.68 7.45 20.85 47.77

Loss / (Profit ) on Sale of Assets (1.79) (1.55) (0.48) (6.43) 1.04

Loss/ (Profit)on Sale of Investments - - (12.23) (3.64) (43.92)

Misc. Exp. Written Off 0.15 0.15 0.15 0.15 0.15

Operating Profit Before Working Capital Changes 152.63 190.40 156.09 246.35 301.99

Adjustment:

Decrease/ (Increase) in Inventories (18.91) 14.59 (34.85) (52.18) (17.46)

Decrease/ (Increase) in Debtors & Other
Current Assets (407.61) 219.98 193.52 101.65 (161.21)

Increase/ (Decrease) in Trade Payable & Other
Liabilities 550.42 (397.07) 39.14 201.82 (81.87)

Cash Generated From Operations 276.53 27.90 353.90 497.64 41.45

Direct Taxes Refund / (Paid) Net (28.88) 0.42 (22.80) (16.48) (59.68)

Net Cash from Operating Activities (A) 247.65 28.32 331.10 481.16 (18.23)

Cash Flow From Investing Activities

Net Purchase of Fixed Assets (118.48) (21.44) (280.13) (462.34) (684.36)

Net Purchase/ Sale of Investments - - (14.60) 16.43 73.20

Profit on Sale of Assets & Investments 1.79 1.55 12.71 10.07 42.88

Net Cash From Investing Activities (B) (116.69) (19.89) (282.02) (435.84) (568.28)

Cash Flow From Financing Activities

Proceeds from Issue of Capital/Share Premium 20.50 - 338.18 - 660.00

Preliminary Expenses - - - - -25.55

Net Proceeds from Secured Loans (88.93) (165.01) (13.83) 156.16 21.71

Net Proceeds from Unsecured Loans (24.71) (62.59) 45.25 5.04 (52.57)

Share Application - 339.3 (339.3) - -

Interest Paid (51.75) (32.68) (7.45) (20.85) (47.77)

Dividend Paid (Including Dividend Tax) - - (29.88) (36.75) (55.11)

Net Cash From Financing Activities (C) (144.89) 79.02 (7.03) 103.6 500.71

Net increase in Cash and Cash equivalents (A+B+C) (13.93) 87.45 42.05 148.93 (85.80)

Cash and Cash equivalent at the beginning of the year 72.88 58.95 146.40 188.45 337.38

Cash and Cash equivalent at the end of year 58.95 146.40 188.45 337.38 251.58
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ANNEXURE VI

STATEMENT OF DIVIDEND PAID

 (Rs. in lacs)

For the year ended March 31, March 31, March 31, March 31, March 31,
2002 2003 2004 2005 2006

Paid-up Equity Share Capital 499.70 499.70 650.00 650.00 870.00

Face Value (Rs.) 10.00 10.00 10.00 10.00 10.00

Rate of Dividend Nil 5.00% 5.00% 7.50% 5.00%

Amount of Dividend Nil 26.49 32.50 48.75 33.89

Corporate Dividend tax Nil 3.39 4.25 6.37 4.75
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ANNEXURE VII

ACCOUNTING RATIOS

Particulars For the year ended

March 31, March 31, March 31, March 31, March 31,
2002 2003 2004 2005 2006

Earnings per Share (Rs.) 0.38 1.03 0.93 0.98 2.64

Return on Net Worth (%) 2.34 6.46 4.87 5.45 9.23

Net Asset Value/Book Value Per share (Rs.) 15.54 15.97 17.79 17.92 22.30

1. Earnings per Share (Rs.) = Adjusted Net Profit available to equity shareholders/Weighted Average No. of Equity
Shares (As per AS-20)

2. Return on Net Worth (%) = Adjusted Net Profit available to equity shareholders/Net Worth * 100

3. Net Asset Value/Book Value per Share (Rs.) = Net Worth /No. of equity shares outstanding at the end of the period
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ANNEXURE VIII

CAPITALISATION STATEMENT

 (Rs. in lacs)

Particulars Pre Issue as at Post Issue at
March 31, 2006 Issue Price of

Rs.36 per share

Debt

Short Term Debt 604.20 604.20

Long Term Debt (Including Deferred Tax) 404.42 1704.42

Total Debt 1008.62 2308.62

Shareholders Funds

Share Capital /Share App. 870.00 2000.00

Reserves & Surplus 1095.57 4033.57

Less: Misc. expenditure (25.85) (25.85)

Total Shareholders Funds 1939.72 6007.72

Long Term Debt/Shareholders Funds 0.52 0.38

Notes:

1. Short Term Debt represents debts which are due within twelve months from March 31, 2006 and includes installment
of long term debt repayable within 12 months.

2. Long term debt represent other than short-term debts as defined above

3. The figures disclosed above are based on the restated financial statements of the Company as at 31.03.2006.

4. The figures for the Misc. Exp. In the post issue has been presumed to be as of 31st March 2006.
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ANNEXURE IX

STATEMENT OF TAX SHELTERS

 (Rs. in Lacs)

For the year ended March 31, March 31, 2 March 31, March 31, March 31,
2001 200 2003 2004 2005

Profit before current and deferred taxes, 104.42 34.50 80.55 87.74 143.02
as restated

Tax Rate % 39.2 35.7 36.75 35.875 36.5925

Tax impact (A) 40.93 12.32 29.60 31.48 52.33

Adjustments (B)

Permanent differences

Deduction under chapter VI of the 1.01 Tax Liability 0.17 0.05 0.77
Income Tax Act u/s 115JA (u/s 80M) (u/s 80G)

Carried forward Loss 12.47 -

Other adjustments -1.45 1.06 0.22 -1.77

Total (i) -0.44 - 13.70 0.27 -1.00

Temporary differences

Difference between book depreciation and 64.25 47.05 23.03 39.78 129.35
tax depreciation

Research & Development Exp. - - - - -

Total (ii) 64.25 47.05 23.03 39.78 129.35

Net Adjustment (B=i+ii) 63.81 47.05 36.73 40.05 128.35

Tax saving thereon (C) 25.01 16.80 13.49 14.37 46.97

Net Tax Payable (D =A-C) 15.92 (4.48) 16.11 17.11 5.36

Tax Paid as per Income Tax Returns 15.92 0.43* 16.11 17.11 35.55*

* Income Tax was paid as per the provisions of MAT

Note: The figures of all the years are as per the Returns of Income filed.
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ANNEXURE X

SECURED LOANS

(Rs. in Lacs)

Particulars As At

March 31, March 31, March 31,4 March 31, March 31,
2002 2003  200 2005 2006

Term Loan 263.65 79.14 66.69 135.50 184.83

Working Capital Loan* 18.96 38.46 37.08 124.42 96.80

Total 282.61 117.60 103.77 259.92 281.63

* Working Capital Loan pertains to Bank Overdraft against stocks and book debts.
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ANNEXURE XI

UNSECURED LOANS

 (Rs. in Lacs)

Particulars As At

March 31, March 31, March 31, March 31, March 31,
2002 2003 2004 2005 2006

From Bodies Corporate 13.32 - 44.90 49.53 -

Others 51.55 2.28 2.63 3.04 -

Total 64.87 2.28 47.53 52.57 -

During the Financial Year 2005-06, the company has repaid unsecured loan amounting to Rs. 52.57 Lacs outstanding as
on March 31, 2005.
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ANNEXURE XII

INVESTMENTS

Long-Term Investments

(Rs. in Lacs)

Particulars As At

March 31, March 31, March 31, March 31, March 31,
2002 2003 2004 2005 2006

Trade (Quoted) 2.13 2.13 16.72 0.29 0.29

Trade (Unquoted) 0.10 0.10 0.10 73.30 0.10

In Subsidiary Company (Unquoted) 73.20 73.20 73.20 - -

Total 75.43 75.43 90.02 73.59 0.39

Market Value of Quoted Investments 1.25 1.25 16.80 0.24 0.21
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ANNEXURE XIII

SUNDRY DEBTORS

(Rs. in Lacs)

Particulars As At

March 31, March 31, March 31, March 31, March 31,
2002 2003 2004 2005 2006

Outstanding for more than six months 0.06 0.38 0.87 136.07 121.80

Others 458.98 183.38 136.60 150.04 89.68

Total 459.04 183.76 137.47 286.11 211.48
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ANNEXURE XIV

LOANS & ADVANCES

(Rs. in Lacs)

Particulars As At

March 31, March 31, March 31, March 31, March 31,
2002 2003 2004 2005 2006

Share Application Money 400.00* 400.00* 54.59 - -

Advance Tax 34.89 18.97 40.74 57.22 99.63

Loans to Subsidiary 6.51 35.47 184.93 - -

Other Loans and Advances 45.50 72.44 118.52 107.64 343.28

Earnest Money Deposit 1.35 0.75 3.40 3.50 3.70

Total 488.24 527.63 402.18 168.36 446.61

* Share Application Money Pending Allotment of Rs.400 lacs is given to Visat Oil Tech. Limited, subsidiary company of
Deep Industries Limited.
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ANNEXURE XV

CONTINGENT LIABILITIES

 (Rs. in Lacs)

Particulars As At

March 31, March 31, March 31, March 31, March 31,
2002 2003 2004 2005 2006

Bank Guarantee 215.32 166.25 187.77 64.39 163.33

Disputed Tax Liabilities - - - 117.05 269.14

LC issued by the bankers - - - 299.79 179.54
(Net of Margin Money)

Corporate Guarantee provided to 160.55 56.10 38.01 - 120.00
Bank of Baroda for other company

Total 275.87 222.35 225.78 481.23 732.01
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ANNEXURE XVI

LIST OF RELATED PARTIES, NATURE OF RELATIONSHIP AND DETAILS OF TRANSACTIONS

A. List of Related Parties and Nature of Relationship

Particulars Financial Year Ended

March 31, March 31, March 31, March 31, March 31,
2002 2003 2004 2005 2006

Nature of Relationship Name of the Party

Subsidiaries Company Visat Oil Tech Ltd. Visat Oil Tech Ltd. Visat Oil Tech Ltd. Visat Oil Tech Ltd.
(Upto 24.03.2005)

Associates Visat Oil Tech Ltd. Visat Oil Tech Ltd.
(w.e.f 24.03.2005)  (Upto 30.11.2005)

Key Management Personnel  Paras Savla Paras Savla Paras Savla Paras Savla Paras Savla
(KMP) Rupesh Savla Rupesh Savla Rupesh Savla Rupesh Savla Rupesh Savla

Dharen Savla Dharen Savla
(w.e.f. 21.06.2004)

Relative of Key Management Mita M. Savla Dharen Savla Dharen Savla Dharen Savla Mita M. Savla
Personnel (RKMP) Priti P. Savla Kantilal V. Savla (Upto 21.06.2004) Priti P. Savla

Manoj Savl Manoj Savla (HUF) Avni D. Savla
Manoj Savla Mita M. Savla Kantilal V. Savla
Shantilal M. Savla Prabhaben S. Savla
(HUF) Dharen Savla Priti P. Savla
Kantilal V. Savla Shantilal M. Savla
Manoj Savla (HUF)

Enterprises significantly influenced Horn Ok Please Yash Organochem Adinath Exim Adinath Exim Adinath Exim
by KMP or RKMP (with whom Transport Ltd. Pvt. Ltd. Resources Ltd. Resources Ltd. Resources Ltd.
transaction has taken place) Yash Organochem Savla Electronics Visat Automobiles Kanvel Finance Savla Electronics

Pvt. Ltd. Pvt. Ltd. Horn Ok Please Pvt. Ltd Pvt. Ltd.
Savla Electronics Adinath Exim Transport Ltd. Savla Electronics Visat Automobiles
Pvt. Ltd. Resources Ltd. Pvt. Ltd. Kanvel Finance
Adinath Exim Kanvel Finance Visat Automobiles Pvt. Ltd.
Resources Ltd. Pvt. Ltd. Yash Organochem
Kanvel Finance Visat Automobiles Pvt. Ltd.
Pvt. Ltd. Horn Ok Please

Transport Ltd.
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B. Details of Transaction with Related Parties and Details of Outstanding Balances

(Rs. in Lacs)

Financial Year ended

Particulars Nature of Relationship March 31, 2002 March 31, 2003 March 31, 2004 March 31, 2005 March 31, 2006

Purchases Enterprises significantly 3.02 4.27 9.39 24.43 53.03
influenced

Tanker Hire Charges Enterprises significantly 3.96 7.47 41.35 1.10 0.00
influenced

Finance

Equity KMP - - 9.68 - 31.62

Contribution recd. RKMP 2.00 - 30.83 - 34.65
Enterprises significantly 18.50 - 297.68 - 383.73
influenced

Equity Contribution paid. Subsidiaries Company - - (400) - -

Unsecured Loans RKMP 4.81 (18.15) - - -
Enterprises Significantly 4.98 (46.72) 44.90 (5.77) 39.13
Influenced Associates - - - - 36.32

Security Deposit RKMP - - - 10.40 (10.40)

Guarantee recd. KMP RKMP, Enterprises - - (306.47) 559.00 (60.00)
significantly influenced

Guarantees issued Subsidiaries Company 14.63 (104.45) (18.09) - -

Associates - - - (38.01) 120.00

Advance Given/ Subsidiaries Company (2.61) 28.96 149.46 - -
(Repayment) Associates - - - (109.16) (75.77)

Enterprises significantly 16.58 6.76 16.41 (39.75) -
influenced

Expenses KMP - - - - 0.84

Land Rent RKMP 0.24 0.72 0.24 - -

Enterprises significantly 1.08 1.08 1.08 - -

influenced

Vehicle Rent Subsidiaries Company 0.24 0.29 2.54 - -

Associates - - - 1.18 -

Enterprises significantly 9.06 16.40 40.77 - -

influenced

Interest RKMP 0.07 - - - -

RKMP 2.45 1.55 0.88 0.96 0.06

Enterprises significantly 3.03 3.87 - 4.82 5.77
influenced

Remuneration and KMP 3.80 5.65 5.40 6.84 18.18
Perquisites RKMP - - 0.96 - 1.80

Outstanding Balances

Share Application Money KMP - 10.12 - - -
Pending Allotment RKMP - 31.18 - - -

Enterprises significantly ` - 298.00 - - -
influenced

Unsecured Loans RKMP 18.15 - - --
Enterprises significantly 46.72 - - - -
influenced

Sundry Creditors KMP 0.14 - 0.36 0.50 0.58
RKMP 0.24 - 0.12 - 0.08
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Enterprises significantly 6.31 6.42 5.54 3.15 2.08
influenced
Subsidiary Companies 0.24 - 0.39 - -
Associates - - - 0.71 0.21

Sundry Debtors Enterprises significantly 1.04 5.36 1.88 0.43 -
influenced

Lo/Advances Payment Subsidiaries Company 6.51 35.47 184.93 - -
Associates - - - 75.77 -
Enterprises significantly 16.58 23.34 39.75 - -
influenced

Investments Subsidiaries Company 73.20 73.20 73.20 - -
Associates - - - 73.20 -

Share Application Subsidiaries Company 400.00 400.00 - - -
Advance Given Pending
Allotment

Guarantee Recd. KMP, RKMP, Enterprises 356.47 356.47 50.00 609.00 549.00
significantly influenced

Guarantees Issued Subsidiary Company 160.55 56.10 38.01 - -
Security Deposits Associates - - - - 120.00

RKMP - - - 10.40 -

(Rs. in Lacs)

Financial Year ended

Particulars Nature of Relationship March 31, 2002 March 31, 2003 March 31, 2004 March 31, 2005 March 31, 2006
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ANNEXURE XVII

PRINCIPAL TERMS OF SECURED LOANS AND ASSETS CHARGED AS ON MARCH 31,2006

Working Capital Loans  (Rs. in Lacs)

Name of Overall Interest Repayment Security Outstanding
Lender Limits Rate (%) Schedule Created Amount

Available

UTI Bank 125.00 10.00 Working Capital � First Charge on Debtors & Stock 96.80
� Guarantee of Mr. Paras S. Savla and

Mr. Rupesh K. Savla
� Equitable mortgage of land at

Modasa bearing survey no. 135/A/2/2
owned by Mr. Rupesh K. Savla &
Mr. Manoj Savla, brother of
Mr. Paras S. Savla

Total 96.80

Term Loans
(Rs. in Lacs)

Name of Overall Interest Repayment Security Outstanding
Lender Limits Rate (%) Schedule Created Amount

Available

Bank of Baroda 300.00  11.75 Repayable in 60 � Guarantee of Mr. Paras S. Savla, 71.51
equal monthly Mr. Rupesh K. Savla, Dharen S. Savla,
instalments of Kanvel Finance Pvt. Ltd., Adinath
Rs.5,00,000 Exim Resources Ltd.

� Hypothecation of Existing Air
Compressor & Gas Compressor

� Mortgage of Land situated at
F.P. 186 TPS No.21, R.S.No. 242/1
of Moje Tal & Dist Gandhinagar
owned by Mr. Paras S. Savla &
Mr. Rupesh K. Savla

Bank of Baroda 124.00  11.75 48 monthly � Guarantee of Mr. Paras S. Savla, 98.17
installment of Mr. Rupesh K. Savla, Dharen
Rs.2,58,335 and S. Savla, Kanvel Finance Pvt. Ltd.,
1 installment of Adinath Exim Resources Ltd.
Rs.2,58,255 � Hypothecation of Existing Air

Compressor & Gas Compressor
� Mortgage of Land situated at

F.P. 186 TPS No.21, R.S.No. 242/1
of Moje Tal & Dist Gandhinagar
owned by Mr. Paras S. Savla &
Mr. Rupesh K. Savla

HDFC Bank 5.40 2.17 33 monthly Hypothecation of vehicle financed & 2.62
installment of Personal Guarantee of Mr. Paras S. Savla
Rs.15,975

ICICI Bank 4.35 3.00 33 monthly Hypothecation of vehicle financed & 3.42
installment of Personal Guarantee of Mr. Paras S. Savla
Rs.13,100

ICICI Bank 10.00 2.85 34 monthly Hypothecation of vehicle financed & 8.41
installment of Personal Guarantee of Mr. Paras S. Savla
Rs.30,154

ICICI Bank 5.90 2.90 34 monthly Hypothecation of vehicle financed & 0.70
installment of Personal Guarantee of Mr. Paras S. Savla
Rs.17,775

Total 184.83
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GROUP COMPANIES

The following are the brief details of our group companies:

Adinath Exim Resources Limited (“Adinath”)

The company was incorporated as Adinath Exim Resources Ltd. on January 20, 1995 with Registration No.04-24300,
registered with the Registrar of Companies, Gujarat, Dadra & Nagar Haveli and obtained the Certificate of Commencement
of Business on January 25, 1995.

The company was originally incorporated with the object of acting as merchant exporter. As a part of the strategic
decision, the Company commenced Non-Banking Financial activities. Currently, the company is a NBFC company
registered with the Reserve Bank of India vide Registration No. 01.00025 dated February 20, 1998, to carry on the
business of non-banking financial institution.

Registered Office: 1, Super Bazar, Near Naranpura cross road, Naranpura, Ahmedabad

Principal Activity: To carry on and to undertake the business of finance company, financing in all types of lease operations

Board of Directors: Mr. Paras S. Savla (Chairman), Mr. Manoj Savla, Mr. Jigar Shah, Mr. Hitesh Vanavari.

Shareholding Pattern of Adinath Exim Resources Limited as on July 31, 2006 is as under:

Category of Shareholders No. of Shares % of Shareholding

Promoters* 20,89,200 50.91%

Mutual Funds and UTI 2,50,000 6.09%

Private Corporate Bodies 98,900 2.41%

Indian Public 16,66,000 40.59%

Total  41,04,100 100%

* The Promoters include

Name of the Shareholders No. of Shares % of Shareholding

Savla Electronics Private Limited 4,84,700 23.20

Paras S. Savla 1,15,200 5.51

Manoj S. Savla 1,04,600 5.01

Shantilal M. Savla 3,57,400 17.11

Priti P. Savla 3,25,100 15.56

Prabhaben S. Savla 21,100 1.01

Mita M. Savla 3,19,000 15.27

Dharen S. Savla 2,64,900 12.68

Shanil Savla 48,600 2.33

Shail Savla 48,600 2.33

Total 20,89,200 100.00

The Equity Shares of Adinath are listed on the Bombay Stock Exchange Limited and the same are in the compulsory list
of trading in dematerialization w.e.f. January 02, 2002. The Equity Shares of Adinath have been suspended from trading
with effect from January 27, 2004, due to non compliance with the provisions of clause 41 being submission of quarterly
results for the period ended December 31, 2002 and March 31, 2003. The last traded price of the equity share is Rs.1.25
as on February 14, 2002.
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The brief audited financials of the company for the past three Financial Years are as follows:

(Rs. In Lacs)

For the year ended March 31st 2003 2004 2005

Equity Capital 455.23 455.23 455.23

Reserve 35.41 51.24 65.60

Net worth 486.59 504.48 520.83

Total Income 11.61 23.15 22.66

PAT 2.96 15.83 14.36

Earning Per Share (Rs.) 0.07 0.39 0.35

NAV Per Share (Rs.) 11.86 12.29 12.69

There have been no changes in the capital structure of the Company and there have been no amalgamations/ takeovers
during the past three years.

There are no defaults in meeting any statutory/bank/institutional dues. No proceedings have been initiated for economic
offences against the company, or its promoters and directors.

The company has not been declared as a sick company within the meaning of the Sick Industrial Companies (Special
Provisions) Act, 1995 or is not under winding up.

DISASSOCIATION

Our promoters have disassociated themselves from the following Companies during the last 3 years:

Visat Oil Tech Limited

Visat Oil Tech Limited (“VOTL”) was incorporated vide certificate of incorporation No. 04 -17561 on March 17, 1994 with
the Registrar of Companies, Gujarat, Dadra & Nagar Haveli, with the main object of dealing in of all types of oil and
water wells, drilling rigs, mud pumps, extraction of oil, cleaning of oilwells and pips, oil exploring equipments and their
accessories and to undertake all types servicing and maintaining of oil and water wells and fields. VOTL was promoted
by Mr. Jhaverchand L. Chheda. Investment in VOTL was made by our Company to benefit from synergy in operations.
However, the association did not benefit as envisaged and further our company was in requirement of funds for our
expanding business operations. Our Company has sold our entire investment in VOTL on November 30, 2005, in order
to concentrate on our core business.
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CHANGES IN ACCOUNTING POLICIES IN THE LAST THREE YEARS

Financial Year 2004-05

Qualification on account of change in accounting policy of providing depreciation on fixed assets by the company.

In audited accounts up to the year ended March 31, 2004, the company had been accounting for depreciation on fixed
assets based on the Written Down Value (WDV) Method. During the year 2004-05 the company has revised its accounting
policy of providing depreciation from written down value method to the Straight Line Method (SLM) on all assets except
tankers and shed and office building. The change in the above accounting policy has resulted in a surplus of
Rs.3,10,38,526/- and a tax debt of Rs.98,53,038/- on account of deferred tax relating to the previous years. Consequently,
the net profit of the current year is higher by Rs.2,11,85,488/-. Had the company followed the Written Down Value basis
of depreciation accounting, the charge for the year would have been higher by Rs.53,54,736/- and the deferred tax
charge would have been lower by Rs.18,02,404/-


