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Message from the
Chairman & Managing Director

Dear Shareholders,

The global financial crisis and its implications on the developed
world are still unravelling. However, India, with its robust
domestic-oriented economy, coupled with well-timed fiscal
and monetary measures taken by the government, is already
rebounding. At BASF, although sales and profitability of some
of our segments got affected during 2008-2009, our balanced

portfolio helped us remain resilient. With a strong business
foundation and one of the best teams on board, we have been
operating with excellent cost efficiency and budget discipline.

Your company derived opportunities from the current situation
and the sales and profit have grown by 20% and 16%
respectively.

Our focus on nurturing Partnerships and Excellence has won
us accolades across platforms. Being rated as the World’s
Most Admired Chemical Company by the Fortune Magazine
has not only made us all proud but also further motivated us
to raise our standards of performance. BASF Kids’ Lab aboard
the Science Express is now part of the Limca Book of Records
2009 for hosting a mobile laboratory, where 15,000 students
performed live experiments.

Employee engagement has been taken a notch higher, by
launching the C.A.R.E. initiative, which emphasized the
importance of Behavioral Safety at all times.

Together, we are confident of setting higher standards for
ourselves and the Chemical industry.

Thank you for your trust and confidence and | look forward to
your continued interest and support.

Warm Wishes,

DA e

Prasad Chandran
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Directors’/Auditors’ Report

2. Declaration of Dividend

3-4. Appointment of Directors

5. Appointment of Auditors

6-9. Special Business
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Directors’ Report

Mr. Prasad Chandran inaugurates Chemspec India 2009, the annual
exhibition organized by Chemical Weekly.

Your Directors have pleasure in presenting their Report for the financial year ended 31t March, 2009.

Financial Results

D, bution o ome 2008-09
. 5 (Rs. in Million)

Rs, 12467 ey Year ended Year ended
31.3.2009 31.3.2008
Sales 12381.1 10360.2
] Profit before tax 1080.1 930.0

m Rs. 7362 Raw Materials

and Supplies
. Tax 3937 336.3
Profit after tax 686.4 593.7
Balance brought forward 264.0 231.0
Available for appropriation 950.4 824.7

O Rs. 887 Personnel Cost

This has been appropriated as follows:

B Rs. 1746 Other Expense:

Proposed Dividend 197.3 197.3
O Rs. 1225 Excise Duty
- |-—&—Rs.—152 Depreciation Corporate Tax on Dividend 33.6 33.6
5 R 4;§:2§;r?\set'r;x/ni idend Tax
F TR ?gg;a%gng aines General Reserve 455.5 329.8
Balance carried forward 264.0 264.0

Activities

The performance of your Company during the year under report registered an improvement over the previous year.
Sales at Rs. 12381 million and Profit before tax at Rs. 1080 million during the year ended 31 March, 2009 represent an
increase of 20% and 16% respectively, over the previous year. This increase was mainly on account of higher capacity
utilization, improved operating results of the Agricultural Solutions, Performance Products and Chemicals businesses.

Profit after tax at Rs. 686.4 million was higher by 16% compared to the previous year.

The Agricultural Solutions business recorded higher sales and profits during the year ended 31t March, 2009 mainly
due to higher realizations, effective working capital management and marketing initiatives, undertaken during the year
under report.

The Plastics business registered marginal increase in sales as compared to the previous year. The Performance Products
segment which include textiles, dispersions, specialty and leather chemical businesses registered increase in sales, both
in volume and value terms. Dispersions business registered substantial increase in sales and profits as compared to
previous year.

The Chemical business registered improved results, compared to the previous year.
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Financial Ratios

Equity vs Total Assets (%) 59.20 64.75
Return on Capital Employed (%) 30.21 29.30
before interest and taxes

Profitability of total income (%) 8.78 9.11
before interest and taxes

Current Ratio 2.02 2.38
current assets :

short term liabilities and provisions

Acid Test Ratio 1.20 1.62

short term receivables plus

cash and cash items:

short term liabilities and provisions

Return on Capital Employed
(%)

26.95 ‘
27.38 ‘

23.41 ‘

29.30 ‘

2004-05 2005-06 2006-07 2007-08 2008-09

Shareholders’ Equity

Rs. in Million

2535
2764
3034]

3397 |

2004-05 2005-06 2006-07 2007-08 2008-09
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Capacity utilization in all segments of business was higher compared to the
previous year. The global economic slowdown resulted in weak demand and
pressure on sale prices and margins. The export sales at Rs. 570.7 million
during the year under report represented an increase of 53% over the previous
year.

During the year under report, the Company has initiated steps to set up
Engineering Plastics compounding plant at its existing site at Navi Mumbai.
This plant will have the capacity of 9000 TPA which will cater to automobile,
electrical switchgear and telecommunication industries. A Computer Aided
Engineering laboratory was also set up to design & optimize new engineering
plastics parts in close co-ordination with customers.

Dividend

Your Directors recommend payment of dividend on the equity shares @70%
(Rs. 7/-per share) for the financial year ended 31 March, 2009. The dividend
will absorb Rs. 197.3 million.

Consolidation of holding

BASF SE, the parent Company of your Company, has increased its stake from
the present 52.69% to 71.18% of the voting capital of your Company through
open offer process during the year under report.

Finance & Accounts

With focus on cash flows and working capital management, your Company
continued to restrict the bank borrowing to absolute minimum during the year.
Internal cash accruals were effectively used for funding working capital needs
and capital expenditure requirements of the Company.

Capital Expenditure
Capital Expenditure incurred during the year aggregated to Rs. 415.6 million.

Fixed Deposits

Your Company continued to maintain the highest rating of ‘FAAA’ awarded
by CRISIL. Your Company did not accept any fixed deposits during the year
under report. There were no overdue deposits except unclaimed deposits of
Rs. 0.6 million as at 31t March 2009.

Your Company transferred unclaimed fixed deposit of Rs. 0.1 million during the
year to the Investor Education and Protection Fund.

Management Discussion & Analysis Report

In terms of Clause 49 of the Listing Agreement with the Stock Exchanges, the
Management Discussion & Analysis Report is appended to this Report.

Wholly owned Subsidiary

BASF Polyurethanes India Limited (BPIL), the wholly owned subsidiary of your
Company, recorded Sales at Rs. 2185.4 million as against Rs. 1567.7 million
in the previous year. However, BPIL posted a loss of Rs. 200.5 million during
the year ended 315t March, 2009 mainly on account of high fluctuations in raw
material prices.

BASF SE had a discretion to acquire the Company’s holding in BPIL. During
the year under report, BASF SE had exercised its discretion to acquire the
entire equity shareholding in BPIL vide its letter dated 30" October, 2008
subject to conditions detailed therein. A committee constituted by the Board is
examining the matter and would recommend further course of action.

The Audited Accounts of the Subsidiary and the Auditors’ report thereon form
part of this Annual Report.



Corporate Governance Profit Befork Tak

Your Company always strived to incorporate appropriate standards for good R il
corporate governance. Your Company has complied with the Corporate
Governance requirements as per Clause 49 of the Listing Agreements with
the Stock Exchanges.

930 |
1080

781 ‘

706 ‘

A separate report on Corporate Governance along with a Certificate of
Compliance from the Auditors, forms part of this report.

601

Directors’ Responsibility Statement
Your Directors confirm:

(i) that in the preparation of the annual accounts, the applicable accounting
standards have been followed:; 2004-05 2005-06 2006-07 2007-08 2008-09

(i) that the Directors have selected such accounting policies and applied them
consistently and made judgements and estimates that are reasonable and
prudent so as to give a true and fair view of the state of affairs of your
Company at the end of the financial year ended 31 March, 2009 and of
the profits of your Company for that year;

(iii) that the Directors had taken proper and sufficient care for the maintenance
of adequate accounting records in accordance with the provisions of the
Companies Act, 1956, for safeguarding the assets of your Company and
for preventing and detecting fraud and other irregularities;

(iv) that the Directors have prepared the annual accounts on a going concern
basis.

Earnings Per Share
Rupees

Conservation of Energy, Technology Absorption and Foreign Exchange
Earnings and Outgo:

Information pursuant to Section 217(1)(e) of the Companies Act, 1956, read
with the Companies (Disclosure of Particulars in the Report of Board of
Directors) Rules, 1988, is given in the annexure to this Report.

17.77 ‘
21.06 ‘

16.11 ‘

13.47

Directors

Dr. Tilman Krauch and Mr. Pradip P. Shah retire by rotation at the ensuing Annual
General Meeting and being eligible, offer themselves for re-appointment.

As required under Clause 49 of the Listing Agreement with the Stock
Exchanges, the details of Directors seeking reappointment at the ensuing
Annual General Meeting is provided in the Corporate Governance Report,
forming part of this Annual report.

2004-05 2005-06 2006-07 2007-08 2008-09

Auditors

M/s. B S R & Co., Chartered Accountants, Mumbai retire at the forthcoming
Annual General Meeting and are eligible for re-appointment.

Cost Audit

The Board of Directors in pursuance of an order under Section 233B of
the Companies Act, 1956, issued by the Government have appointed Rate of Dividend
M/s. R. Nanabhoy & Co., Cost Accountants, Mumbai as Cost Auditors of |[(%)
your Company for conducting audit of the cost accounts maintained by the
Company in respect of Insecticides for the financial year 2009-10.

o o o
~

Particulars of Employees

The particulars of employees required to be furnished under Section 217(2A) of
the Companies Act, 1956, read with the Companies (Particulars of Employees)
Rules, 1975, forms part of this Report. However, as per the provisions of
Section 219(1)(b)(iv) of the Companies Act, 1956, the Report and Accounts
are being sent to all shareholders, excluding the statement of particulars of
employees. Any shareholder interested in obtaining a copy may write to the
Company Secretary at the Registered Office of the Company. 2004-05 2005-06 2006-07 2007-08 2008-09
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Personnel and Welfare
Industrial relations in the Mangalore, Navi Mumbai & Dadra factories remained cordial.

Your Directors express their sincere appreciation for the dedicated efforts put in by all the employees and for their
continued contribution for ensuring higher performance of the Company during the year.

General

The Consolidated Financial Statements of your Company in this Annual Report are inclusive of the results of its subsidiary,
BASF Polyurethanes India Limited.

On behalf of the Board of Directors
PRASAD CHANDRAN
Chairman & Managing Director

Mumbai
Dated : 16" April, 2009.

Dr. Martin Brudermueller, Member of the Board of Executive Directors — BASF
SE, discusses the way forward with the Senior Management of BASF India
in July 2008.
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Segment Revenue Annexure to the Directors’ Report

Rsin-Miltion

Statement containing particulars pursuant to the

Performance Products 5348 (49%)

Companies (Disclosure of Particulars in the Report of

Agricultural Solutions 3702 (33%)

Board of Directors) Rules, 1988 and forming part of the

Plastics| 1481 (13%)

Directors’ Report.

Chemicals 349 (3%)

A. Conservation of Energy

Others 276 (2%)

The Company continued its policy of giving priority
to energy conservation measures including regular
review of energy generation, distribution and
consumption and effective control on utilization
of energy, in its manufacturing facilities at Navi
Mumbai, Mangalore & Dadra.

During the year under report, various energy saving
measures were implemented in the Company’s
factories, which include:

Installation of a new energy efficient steam boiler

Installation of capacitor banks to improve power.

Installation of energy efficient split and window air-conditioners in place of existing old air-conditioners.
Installation of energy efficient steam traps.

Installation of energy efficient motors at some places.

Rationalise process parameters to reduce batch cycle time of certain processes.

Replacement of old air compressors in a plant by energy efficient ones.

Reducing working hours by improving machine efficiencies.

Reduction in specific power consumption in a plant by incorporating following measures/carrying out modifications
viz.,:

Incorporating measures for switching certain equipment as per batch requirements.

Reducing run hours of an equipment, so as to have campaign production.

Rationalise process parameters to reduce batch cycle time of energy intensive production processes.
Reduce working hours by improving machine efficiencies and new packing modules/process.
Installation of VFDs in utilities section and optimizing compressed air in nitrogen usage.

Installation of new PL lamps for reduction in power consumption in warehouses.

Rationalise the system by optimizing the burner nozzle.

Optimizing the cooling water circuit.

Reduction of energy consumption in a plant by:

Installation of a steam meters for close monitoring and better steam traps.
Installation of power saving CF Lights.
Installation of variable speed drives.

Reduction in process water consumption in a plant by installation of flow meters at different locations.
The above measures not only resulted in significant savings in the total energy consumed but also had a positive impact
on the environment.

In addition, the Company plans to implement the following energy conservation measures:

Introduction of express feeder to rationalize power distribution system.
Replacement of window air-conditioners with energy efficient CFC free system.
Recycling of water and post treatment of effluent from a plant.

Installation of N2 plant with new air compressor.

Installation of steam meters and better traps to rationalise steam consumption.
Conversion of spray dryer and boiler into gas firing instead of oil firing,
Creating awareness for self discipline in energy conservation.

Requisite data in respect of Energy Consumption are given below:

Current Year Previous Year
1.4.2008 to 1.4.2007 to
31.3.2009 31.3.2008

(@) Power & Fuel Consumption
1. Electricity
(@) Purchased
Units (in '000 kwh) 14517 15421
Total amount (Rs. in million) 69.06 73.96
Rate per unit (Rs.) 4.76 4.80
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Current Year Previous Year
1.4.2008 to 1.4.2007 to
31.3.2009 31.3.2008

(b) Own generation

* Through diesel generator

Units (in '000 kwh) 1005 1205
Units per litre of oil 3.18 3.22
Cost per unit (Rs.) 11.36 11.36
e Through Steam Turbine/Generator units
Units per litre of fuel N.A. N.A.
Qil/gas
Cost per unit
2. Coal (specify quality and where used) N.A. N.A
Qty. (tonnes)
Total cost
Average rate
3. Furnace oil/fuels
Qty. (k.litres) 3262 3665
Total Amount (Rs. in million) 87.22 69.52
Average rate (Rs./litre) 26.74 18.97
4. Others/internal Generation (Qty.) N.A. N.A.

Total cost rate/unit

(b) Consumption per unit of production

Products

Expandable polystyrene

Unit M.T.

Electricity (kwh) 82 87
Furnace oil/fuels (litres) 33 26
Coal (specify quality) N.A. N.A.
Others (specify) N.A. N.A.

Leather chemicals, auxiliaries, pigments tanning and finishing agents
including metal complex dyes, acrylic polymers and carboxylated
styrene butadiene lattices

Unit M.T.

Electricity (kwh) 249 275
Furnace oil/fuels (litres) 44 42
Coal (specify quality) N.A. N.A.
Others (specify) N.A. N.A.
Pesticides

Unit M.T.

Electricity (kwh) N.A. 58
Furnace oil/fuels (litres) N.A. 105
Coal (specify quality) N.A. N.A.
Others (specify) N.A. N.A.

B. Technology Absorption
RESEARCH & DEVELOPMENT (R&D):
1. Specific Areas in which R&D was carried out by the company.
During the year, the R&D centre of the company was engaged in supporting all the businesses through
innovations and undertook multifold research activities including:

Basic Research.

Development of new products / formulations.

Developing cost effective processes and streamlining existing processes in the areas of paper chemicals,
leather chemicals, textile chemicals and other speciality chemicals/auxiliaries.

Optimizing effulent treatment processes

Support indenting activities.

The facilities at the R&D Centre were further augmented. A state of art new Pharma excipients formulations
research and application laboratory was established to carry out research on new Pharma formulations.
Work on Global Research projects include:

Collaborative research with BASF SE in the areas of performance chemicals, intermediates and other
organic materials, ionic liquids etc.

New organic chemical intermediates for specific applications.

Textile auxiliaries.

Isolation of potential pesticides from natural sources.
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2. Benefits derived as a result of the above R&D:
With its endeavour to explore and apply new and innovative chemistry for the benefit of customers, the R&D
Centre developed new products during the year. Some of these new products were introduced in the market.
Four new textile auxiliaries and one new agro formulation was developed as part of Global Research projects.

3. Future Plan of Action:
Future plan of action of the R&D Centre include:
e Enhancing global collaborative research with BASF SE.
*  Focus on developmental projects for India and the South-Asian region.
e Further modernizing of R&D facilities.
*  Development of innovative products and processes.

4. Expenditure on R&D:

Rs. in million
(a) Capital 5.90
(b) Recurring 96.10
(c) Total 102.00
(d) Total R&D Expenditure as a percentage of total turnover 0.9%

TECHNOLOGY ABSORPTION, ADAPTATION AND INNOVATION:

1. Efforts in brief, towards technology absorption, adaptation and innovation:
The R&D Centre of the Company is recognized by the Ministry of Science and Technology, Government of India.
The Centre is 1ISO 9000 and 9014 certified and undertake research in the areas including:
¢ New organic chemical intermediates for various applications.
e  Process development and scale-up.
e Agricultural Solutions
e  Textile auxiliaries.
* Leather chemicals
e Other speciality chemicals.
The centre is also engaged in developmental activities including new cost effective technologies for existing
and new products, reduction in batch cycle time, etc., as also research activities pertaining to the adaptation of
process technologies received from BASF SE.

2. Benefits derived and the results of the above efforts:
New products were developed and commercialized during the year. Efforts in process optimization led to cost

reduction. This helped the businesses to remain cost competitive. Batch sizes and cycle times were optimized
for better efficiency and manufacturing equipments were modified for overall improved productivity.

3. Imported Technology:
During the last 5 years, the Company entered into agreements with BASF SE for sourcing the following technical
know-how:
e |n 2004 for manufacture of new products.
* In 2004 for manufacture of expandable polystyrene.
* In 2006 for manufacture of engine coolant.
e |n 2007 for manufacture of performance products.
e In 2008 for manufacture of Engineering Plastics.
The Company has excellent interaction with its parent Company BASF SE and receives on an ongoing basis,
valuable technical information and support. As a result, the Company introduced a range of new products in
different business segments.

C. Foreign Exchange Earnings and Outgo

The particulars with regard to foreign exchange earnings and outgo appear on page 46 and 47 of the Annual Report

and Accounts.
On behalf of the Board of Directors

PRASAD CHANDRAN
Chairman & Managing Director

Mumbai
Dated : 16" April, 2009.
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Management
Discussion and
Analysis Report

Dr. Tilman Krauch, President, Regional Functions and Country Management
Asia Pacific along with Mr. Prasad Chandran and Mr. Vaidya at the release of
7" Annual EHS Report in August 2008.

After registering a healthy GDP growth of 9% in the last fiscal year, the Indian economy witnessed a deceleration in
growth, since the third quarter of 2008-09, mainly due to the global economic slowdown. Estimates by various agencies
indicate that the economy in the year 2008-09 is expected to grow between 6.5% -7.0%.

Consequent to the economic slowdown, growth in manufacturing sector had started tapering off since the first quarter of
fiscal year 2008-09. The growth further declined in the second quarter and registered negative growth in the third quarter.
Overall, the manufacturing sector is expected to grow at 3.4% in the fiscal year.

The products manufactured by the Company serve many end-use industries including agriculture, textiles, paper,
pharmaceuticals, consumer durables, automobiles etc. Healthy growth of end-use industries is essential for performance
of your Company. The end-use industries growth showed a mixed trend i.e. some showed substantial decline in growth
rates compared to previous year; whereas others managed to register lower, but positive growth, compared to previous
year.

Export dependent industries such as textile and leather bore the brunt of the global economic slowdown. Due to the
tight monetary environment, demand for the automotive industry withessed a drastic reduction. High inventory built-up at
the customers’ end led to substantial reduction in petrochemicals demand. Consumer driven industries such as personal
care, pharmaceuticals, paper and consumer durables however maintained positive growth rates, albeit at a slower rate,
compared to previous year.

Various analysis suggests that the global economic slowdown is likely to continue during 2009-10, and possibly even
beyond. Being a domestic focused economy, the impact for India is limited with reduced exposures to sub-prime lendings,
adequately capitalized banks and the positive response by the Government including announcement of stimulus packages
to boost economic growth. Ease in monetary policy would boost consumer sentiment. These measures are expected to
have a positive impact in the industrial growth in 2009-10.

Plastics

The plastics division comprises of expandable polystyrene (Styropor) and performance polymers (engineering plastics).

Styropor is primarily used in the areas of packaging and insulation. The major end-user in the packaging segment include
consumer electronics, white goods, fruits and vegetables export packaging. In the insulation segment, major consumers
include cold storage and air-conditioned buildings.

Performance plastics are primarily used in the automotive, electrical switchgear and accessories and barrier films for
packaging.

The expandable polystyrene (EPS) market is catered mainly by four manufacturers.

EPS customers, the processors (molders), convert raw material into finished product — expanded polystyrene. Many
of these processors are now up-grading their facilities to achieve productivity and cost effectiveness. Electronics and
consumer durables packaging is a major segment for EPS business.

The consumer durable industry had shown a healthy growth trend during first half of the year; however this growth got
negated during the second half.

Annual Report 2008-2009



The weakening rupee and under utilized capacities in
Asia could impact the margins.

The Styropor business recorded volume growth. This
enabled the business to sustain its position in the
market.

During second half of the year, due to global recession,
styrene monomer prices dropped drastically impacting
the operations. However, adroit customer management
initiatives coupled with inventory management stabilized
the situation.

The outlook for plastics business is favourable.

Performance Products The Styropor Deluxe Grade makes a grand entrance! Mr. Prasad Chandran,

i i Dr. Giorgio Greening and Mr. Deepak Thuse launch this innovative new
The performance products business include performance  product at Chandigarh.

chemicals and functional polymers. This business cater
to the requirement of a wide spectrum of industries
including textile, leather, plastics and coatings, specialities,
detergent formulators, automobile and oil.

In the leather chemical business, turnover and volume was lower compared to the previous year. The leather industry
during the financial year witnessed weak global demand, drop in production, unprecedented increase in input costs,
idling labour due to lack of orders from Europe & US.

Global demand at the retail level was weak and wide fluctuation in foreign exchange rates was detrimental to long term
contracts in leather industry. The prices of raw materials and its availability was of concern and the entry of medium and
small companies made the competition intense in the market place.

Performances of most of the product groups of the business other than the Dyes Solution segment were lower compared
to the previous year. Dyes Solution grew significantly due to Eukesolar exports.

The South Asia Technical Centre for Leather set up at the Navi Mumbai factory to meet the technical requirements of the
market was well utilized. Imports of finished leather are expected to grow, due to demand for good quality leather.

Despite difficult market situation, this business generally maintained its market share in the segments it operated.

The global turmoil in the financial market significantly slowed down retailer buying activities. With consumer confidence
in developed markets at an all time low, Indian textile exporters are facing lull in orders and lower capacity utilization.

Most of the capacity expansion plans and greenfield projects by textile mills have been deferred or kept in abeyance.

The industry also withessed introduction and strengthening of strict environmental norms. New opportunities are expected
in following segments — Home textiles, Technical Textiles.

The textile chemicals market comprises of diverse players in terms of size, from single product suppliers to suppliers
offering chemicals for the entire value chain along with added services such as specialized fabric testing and
certification.

The Indian textile chemicals market valued at around Rs. 15,500 Mio is expected to be stagnant during 2009. The
fluctuation in input costs have resulted in lower margins for textile chemical suppliers.

The acrylics and dispersion businesses cater to an array of industries including paper, paints, construction and adhesives.
All market segments registered significant growth during the year. Investments in construction segment, both infrastructure
and real estate, and overall growth in private consumption contributed to the performance of this business.

The thrust on infrastructure development was maintained by the Government during the year. As a result, significant
growth was witnessed in the construction and paint industry.

The dispersions demand witnessed high growth in the first half of the year. In quarter 3, there was a general slowdown,
especially in the paint and construction segments.

During the year, the business significantly increased sales due to the timely expansion of production facilities at Mangalore,
coupled with higher technical service. Overall, the business achieved a satisfactory volume growth.
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The business achieved significant growth during the year,
despite competition from both domestic and international
players. The volatility in petrochemical feedstock pricing
coupled with sharp depreciation of the rupee during
the year were unexpected developments which were
managed with prudent management of inventories.

During the year, this business launched innovative new
products and increased technical services. New products
were launched for paper and architectural coatings.

The construction and paper businesses maintained
steady growth on a year on year basis. This growth
could be achieved as a result of introduction of innovative
products coupled with strong technical service. The
architectural coatings business witnessed good growth  Dr. Wolfgang Hapke, President, Market and Business Development, Asia
during the year. Exports to South Asian countries and the Pacific (centre) along with Mr. Chandran and Mr. Hermann Althoff, Group

Middle East registered strong growth during the year. Vice President, Engineering Plastics, Asia Pacific, at a Press Conference
organized by Team Automotive India, BASF’s integrated approach to the

Automotive Industry.

The major players in the paper industry have expanded
production capacity in line with the growing demand in the country. The new machines being installed are of higher
capacities. The major producers are also employing the latest technologies which enable them to compete on cost as
well as quality, in the global arena.

BASF, being the world leading supplier of products to the paper industry is perfectly placed to meet the growing needs
of the Indian paper industry, with its expanded capacity and innovative product range.

Volatility in pricing of feed stocks and exchange rates are potential threats to this business. Overcapacities in international
markets amidst the global slowdown gave rise to potential increase in imports, which could have a detrimental effect on
the dispersions business.

The dispersion business is expected to grow further in the coming year, thereby increasing the capacity utilization of the
expanded plant at Mangalore. Strong demand growth from the paper industry and a recovery in demand from the paint
and construction segments are supporting the growth of this business.

Turnover and volume grew significantly over the previous year. While margins are expected to remain under pressure
on account of volatile raw material prices and exchange rates, higher plant utilization rates are expected to contribute
positively to the bottom line.

Demand for pigments, resins and UV stabilizers were lower in quarter 3 and 4 of the financial year. To respond quickly to
customer needs and make its customers more successful, an application laboratory to enhance technical services was
started at Navi Mumbai. Also, the general slowdown in the automotive industry, since the last quarter 2008 affected sale
of automotive fluids. However, sale of refinery chemicals improved.

Care Chemicals business grew compared to the previous year. Personal Care Ingredients/Aroma chemicals business
maintained its growth pace. Nutrition business with its balanced portfolio had a successful year. Growth areas have been
identified in segments like food fortification and vitamins for dietary supplements. The Pharma sector witnessed growth
and BASF has been successful in making new chemistries for Pharma. An application laboratory was opened at Navi
Mumbai to cater to the application demands of the Pharma industry for BASF products. New products launched have
been well accepted.

The Detergents and Formulators activity witnessed good growth. To improve profitability, locally produced “Sokalan”
polymers will be promoted to new areas of application.

Chemicals

The chemicals supplied by BASF Group cater to the requirement of a wide range of user industries including
crop protection, pharma, food and feed, plastics and fibers, refining, water treatment and coatings. These industries
produce industrial and consumer products in the primary and secondary sectors. Sectors like textile, rubber, coatings
have been impacted adversely because of global economic downturn and consequent impact on the business
environment.

During the financial year 2008-09, with the robust performance of Indian agriculture, the intermediates chemicals division
witnessed involved activity and buoyancy. The intermediates going into agrochemicals sector saw substantial growth.
Another growth area during the year was in specialities segment, the applications of which include pharmaceuticals and
coatings. Coatings sector for the commodities was marked by significant slowdown in the industry due to automotive
manufacturing dip in 3rd and 4th quarter of this year.
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During the coming financial year, chemical intermediates
used for agrochemicals as well as pharma applications
are expected to increase. Pharmaceutical customers are
re-aligning their strategies and the intermediates division
is well positioned to support them, with a wide array of
products made all over the globe, as well as support with
R & D inputs from BASF group.

Demand for coatings is expected to revive in construction
(infrastructure) and white goods segments. Food and
feed industry, as well as leather and textiles industry will
remain a growth avenue for intermediates.

The business had engaged in customer focused activities,
in emerging areas of agrochemicals, new pharmaceuticals, ) .
Mr. Chandran and the BASF Agricultural Products team meet farmers in

textile related apphcat'ons ?‘nd IS p0|§ed to utilize its Bangalore. Luquasorb, a Super Absorbent Polymer is being tested for its
resources to register growth in the coming year. agricultural use.

Performance of plasticizers and solvent segment was

lower compared to the earlier year. The catalyst business

which include refinery/polyolefin/absorbent/petrochemical catalysts was satisfactory. The inorganic business performance
was lower compared to the previous year.

Agricultural Solutions

The Agricultural Solutions business include insecticides, herbicides, fungicides and specialties.

Food grain production in 2008/09 estimated at 228 million tons registered increase compared to the previous year. The
forecast for Agricultural growth in 2009 is also positive.

The agro chemicals industry witnessed a year of mixed results. The first three quarters witnessed robust price increases
in agricultural produce and agro chemicals products. The last quarter witnessed softening of generic product prices that
left many players with high priced inventories. The financial meltdown led to price dips in commodity prices during the
second half of 2008.

The Agricultural Solutions business grew significantly by consolidating and building on the various strategic measures
initiated in the earlier years. Demand for quality agricultural produce led to increase in the use of fungicides. Herbicides
and fungicides are the two segments in which your Company has products to offer to the market.

Along with the business strategy of profitable growth and generating demand, the business added two focus areas
viz. striving for the grower’s prosperity — Samruddhi and process standardization. The Samruddhi concept is a yield
enhancement programme, where BASF is seen as a partner working for the progress of farmers. The farmers are
educated about fertilization, seed rate, spacing and timely usage of agrochemical inputs.

Led by excellent growth in soybean herbicide business, agro chemicals business registered good growth in fungicides —
in vegetable crops such as potato and tomato. As has been the trend for last two years, the herbicides and fungicides
market witnessed good growth, offsetting the stagnation in the insecticides market. During the year, ground was prepared
for new product introductions which started with the launch of “Insignia” in quarter 4. Innovative launches were well
received by the farming community.

Efforts to expand the product portfolio continued alongwith the strengthening of the development, technical services and
marketing teams.

With the Government’s commitment to safeguard Intellectual Property Rights and the steps initiated to provide Data
Protection, the business environment for research & development based agrochemical companies, remain favorable.

Turnover and net realization in agrochemicals increased significantly compared to the previous year. Exports during the
year was marginally higher compared to the previous year.

Technical Management

The efforts for optimum utilization of assets at all manufacturing sites continued during the year under report. This ensured
optimal utilization of manpower and resources. These steps coupled with energy conservation measures undertaken
by the Company, resulted in cost reduction, high yield, lower batch cycle time, better quality products and enhanced
capacities. These measures also led to reduction in pollution load.

At Navi Mumbai factory a number of technical initiatives and energy conservation measures were implemented.
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The Mangalore factory continued to work efficiently and achieved record production in dispersions. The Eukesolar
production achieved optimum production efficiency.

Safety, Health and Environment management continued to receive priority at all sites.

Industrial relations in all the factories continue to remain cordial.

Research and Development

During the year, the research team was engaged in supporting the technology platforms of BASF with multifold activities
which include research in the area of :

e performance chemicals, intermediates and fine chemicals
e process development for active ingredients and ionic liquids
* new organic chemical intermediates for specific applications

Future plans include :

* further strengthen the collaboration with the global technology platforms

e integration of new Indian research activities into the global research network
e further modernization of equipment and facilities

e contribution to the development of new and innovative products within the global network

Internal Control Systems and their Adequacy

The Company has established proper and adequate system of internal control to ensure that all resources are put to
optimum use and are well protected against loss and all transactions are authorized, recorded and reported correctly.
There was proper adherence to policies, processes and guidelines in terms of efficiencies and effectiveness. The
Company'’s internal control systems are supplemented by an extensive programme of internal audit by an independent
firm of Chartered Accountants. In line with BASF group policies, the group internal auditors also perform audits in
specific areas of operations. The principles of risk avoidance, such as segregation of duties and dual control of important
processes are the basic foundation of internal monitoring.

The Company'’s internal control systems are periodically tested by the internal auditors. The Audit Committee constituted
by the Board constantly reviews the internal control systems.

Developments in Human Resources and Industrial relations front

The success of Company in India would largely depend on the talent that the Company is able to attract and retain.
Understanding this need as primary, the Company initiated a project to understand the key factors that young graduates
and professionals look forward to, when they join a Company. Based on the surveys conducted internally and externally,
the Employer Value Proposition was defined and the various processes for recruitment were looked into by adopting a
customer centric approach. Various initiatives such as launch of career web-site supported by a recruitment system have
been initiated.

The GROW programme was launched with emphasis on capability development of young managers.

An employee survey was conducted and the survey results were communicated to all employees in the organization.
Focused group meetings were conducted with employees to determine factors and elicit suggestions from employees
to design interventions to improve on areas identified during the survey. Initiatives are now underway to address those
issues.

Industrial Relations were cordial at all the sites of the Company during the year under report.
The Company employed 858 persons as on 31t March, 2009.
On behalf of the Board of Directors

PRASAD CHANDRAN
Chairman & Managing Director

Mumbai
Dated : 16" April, 2009.
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Report on
Corporate Governance

BASF India introduced the Skill Development Programme for spouses of
employees at Mangalore. Creativity was at its peak, at the tailoring course,
resulting in many ideas and designs.

The Company has complied with the requirements of Corporate Governance in terms of the revised Clause 49 of the
Listing Agreement.

1. COMPANY’S PHILOSOPHY ON CODE OF GOVERNANCE
The Company’s philosophy on Corporate Governance is aimed at assisting the management in the efficient
conduct of its business and in meeting its obligations to its stakeholders and is guided by a strong emphasis on
transparency, accountability and integrity.
The commitment to good Corporate Governance is embodied in its Values Statement, comprising of the
following:
e Sustainable Profitable Performance
* Innovation for the Success of Customers
e  Safety, Health & Environmental Responsibility
e Personal and Professional Competence
e Mutual Respect and Open Dialogue
e Integrity
For several years, the Company has shown a high level of commitment towards effective Corporate Governance
and has been at the forefront of benchmarking its internal systems and policies with global standards. The Company
maintains highest business ethics and complies with all statutory and regulatory requirements.
The Company’s philosophy on Corporate Governance envisages attainment of higher levels of transparency,
accountability and equity in all facets of its operations and its interactions with its stakeholders including shareholders,
employees, customers, suppliers, government, lenders and the community at large. It aims to increase and sustain
its corporate value through growth and innovation.
The Company believes that its operations and actions must serve the underlying goal of enhancing the interests
of its stakeholders over a sustained period of time, in a socially responsible way.
All employees are bound by a Code of Conduct that sets forth the Company’s policies on important issues.
2. BOARD OF DIRECTORS AS ON 16™ APRIL, 2009
A. Composition and category of the Board of Directors are as follows:
EXECUTIVE DIRECTORS
Name Date of Designation No. of No. of Number of No. of
Appointment Meetings Meetings Memberships in | Memberships/
held during the Attended Boards of Other | Chairmanships
Last Financial Companies* in other
Year Committees
Mr. Prasad Chandran April 2, 2000 Chairman & 5 5 2 NIL
(re-appointed on 2™ Managing Director
April 2005)
Mr. Deepak Thuse January 23, 2006 Chief Executive — 5 5% 1 NIL
Alternate to Plastics
Dr.Tilman Krauch
Mr. S. Ramnath, April 1, 2006 Chief Executive — 5 5% 1 1
Alternate to Finance & Information
Mr. Hermann Althoff Technology
Mr. R.Y. Vaidya, April 16, 2008 Chief Executive — 5 5% 1 NIL
Alternate to Manufacturing
Dr. Rainer Diercks

* Excludes Directorships in Private Limited Companies, Foreign Companies,

various Chambers / Bodies..
$ Were present at the Meeting held on 12 August, 2008 as invitees.

Section 25 Companies, and Memberships of Managing Committees of
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NON-EXECUTIVE DIRECTORS

16

Name Date of Designation | No. of No. of Number of No. of
Appointment Meetings Meetings | Memberships | Memberships/

held during the | Attended |in Boards Chairmanships
Last Financial of Other in other
Year Companies** | Committees

Dr. Tilman Krauch April 17, 2006 Director 5 1 1 NIL

Dr. Rainer Diercks |January 23, 2006 Director 5 1 1 NIL

Mr. Hermann Althoff | April 16, 2008 Director 5 1 1 NIL

** Excludes Directorships in Private Limited Companies, Foreign Companies, Section 25 Companies and Bodies Corporate.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Name Date of Designation | No. of No. of Number of No. of
Appointment Meetings Meetings | Memberships | Memberships/
held during | Attended |in Boards Chairmanships
the Last of Other in other
Financial Year Companies* | Committees
Mr. K.R. Coorlawala | February 10, 1975| Director 5 2 1 Membership — 1
Chairmanship — Nil
Mr. Pradip P. Shah | January 31, 2000 |Director 5 3 14 Membership — 5
Chairmanship — 3
Mr. R.A. Shah April 25, 1968 Director 5 4 14 Membership — 4
Chairmanship — 5
Mr. R.R. Nair March 30, 2001 Director 5 4 3 Membership — Nil
Chairmanship — 1

*  Excludes Directorships in Private Limited Companies, Foreign Companies, Section 25 Companies, Bodies Corporate, Memberships
of Managing Committees of various Chambers/Bodies and Alternate Directorships.

* Number of Board Meetings held during the financial year alongwith the dates of the meetings:

Five Board Meetings were held during the year 2008-09.

The dates on which the said Meetings were held are as follows:
Wednesday, 16" April, 2008

Tuesday, 12" August, 2008
Monday, 19" January, 2009

@
®3)
(5)

)
(4)

Thursday, 31t July, 2008
Monday, 13" October, 2008

B.  All pecuniary relationship or transactions of the non-executive Directors vis-a-vis, the Company.
Mr. K.R. Coorlawala, Mr. R.A. Shah, Mr. Pradip P. Shah and Mr. R.R. Nair, non-executive independent
Directors of the Company do not have any material pecuniary relationship with the Company other than the
commission payable to them. Details of commission paid are given at Serial No. 4 of this report.
Dr. Tilman Krauch, Dr. Rainer Diercks and Mr. Hermann Althoff were not paid any commission during the
financial year 2008-09. Dr. Tilman Krauch, Dr. Rainer Diercks and Mr. Hermann Althoff represent BASF SE
(“holding Company” of the Company).

3. AUDIT COMMITTEE

The Board of Directors of the Company constituted an Audit Committee on 15t March 2001 comprising of three
independent non-executive Directors viz. Mr. K.R. Coorlawala as Chairman, Mr. R.A. Shah and Mr. Pradip P.
Shah as Members and Mr. M.R. lyer as Secretary of the Committee. Mr. S. Ramnath, Chief Executive, Finance
& Information Technology was nominated as a Permanent Invitee on 25" September 2001. Mr. R.R. Nair was
appointed as the Chairman of the Audit Committee, by the Board of Directors on and from 12" July, 2006 in place
of Mr. K.R. Coorlawala. The constitution of Audit Committee also meets with the requirements of Section 292A of
the Companies Act, 1956.

The terms of reference stipulated by the Board to the Audit Committee contained under the revised Clause 49 of
the Listing Agreement are as follows:

e Overseeing the Company’s financial reporting process and the disclosure of its financial information to ensure
that the financial statement is correct, sufficient and credible.
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e Recommending to the Board, the appointment, re-appointment and if required, replacement or removal of
statutory auditor, fixation of audit fees and also approval for payment for any other services.

e Reviewing with the management, the quarterly, half-yearly and annual financial statements before submission
to the Board for approval, focusing primarily on:

» Matters required to be included in the Director's Responsibility Statement to be included in the Board’s
report in terms of clause (2AA) of Section 217 of the Companies Act, 1956.

Changes, if any in accounting policies and practices and reasons for the same.
Major accounting entries based on exercise of judgement by the management.
Significant adjustments made in the financial statements arising out of audit findings.
Compliance with listing & other legal requirements concerning financial statements.
Disclosure of any related party transactions.

Qualification in draft audit report.

YV V.V V V VY

e Reviewing the following information

Management discussion and analysis of financial condition and results of operations.
Statement of significant related party transactions submitted by the management.
Management letters/letters of internal control weaknesses.

Internal Audit reports relating to internal control weaknesses.

Financial statements, in particular, the investments made by the unlisted Subsidiary Company.

YV V.V V V V

Appointment, removal & terms of remuneration of the Chief Internal Auditor.

e Reviewing with the management, performance of statutory and internal auditors and the adequacy of the
internal control systems.

e Reviewing the adequacy of internal audit function, including if applicable, the structure of the internal audit
department, staffing and seniority of the official heading the department, reporting structure, coverage and
frequency of internal audit.

e Discussion with the internal auditors on any significant findings and foll