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B.C. Tripathi

Chairman & Managing Director

Dear Shareowners,

On behalf of the Board of Directors, | welcome you all to
this 28" Annual General Meeting of your Navratna
Company. The Directors’ Report and the Audited Accounts
for the year 2011-12 are already with you and with your
permission, | take them as read.

| am happy to share with you that your Company has once
again maintained its excellent rating under the MoU
2010-11 with the Government. Further, your Company
was the only one from Asia to receive the “World's No. 1
company in Downstream Operation” award for 2011 by
Platts. | would like to express my gratitude to you for your
support which has enabled the Company to reach these
milestones.

Performance

Your Company recorded PAT

sustained performance in
3,561

3,654

key physical and financial
parameters during the
financial year 2011-12.
Turnover, net of excise duty
increased by 24% to
Rs. 40,281 Crore. The Profit
After Tax during 2011-12
increased by 3% to Rs.
3,654 Crore. The Earning
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Chairman’s Statement
for the 28" AGM of GAIL on
5" September 2012

Per Share of your Company was Rs. 28.8 per share in
2011-12 as against Rs. 28.07 per share in the previous
year. Maintaining a consistent track record of dividend,
the Board of Directors has recommended payment of total
dividend at the rate of 87% on the paid-up share capital of
your Company for2011-12.

During the year in review, turnover from Natural Gas
Trading increased by 31 percent, Petrochemicals business
by 15 percent, and LPG & Liquid Hydrocarbons business
by 11 percent.

On 23" March 2012, the Dahej-Vijaipur-Dadri-Bawana-
Nangal/Bathinda pipeline was dedicated to the nation by
the Hon’ble Prime Minister of India during the inaugural
ceremony of 7" Asia Gas Partnership Summit organized
by your Company. This 22,00 km long pipeline was
completed at a cost of Rs. 13,000 Crore by your
Company. You would be happy to know that this is the
largest pipeline ever commissioned in the country.

The Industry

The global economic scenario is far from being stable and
is threatened by a continued dampening of demand in
developed markets. Nevertheless, Indian economy is
presently growing at a rate of around 6.5%. However, it is
expected that with the policy measures and initiatives
taken by Government, trajectory of over 8% GDP growth
may be attainable in the times to come.
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India’s energy sector is Sales (Net of ED)

going through a critical
32,459/

phase and needs to
24%

40,281

address the three
challenges of Availability,
Accessibility and
Affordability of energy
supply to fuel sustainable
growth. In the context of
continuing increase in
energy demand and
pursuit of greener growth,
natural gas will keep growing in importance. Ongoing
regulatory and policy reforms, continued thrust on
development of gas infrastructure, greater connectivity to
supply and demand centres, and the ready availability of
a consuming market are leading to expanding market for
gaosin India.

2010-11 2011-12

Considering the growth plans in the power, fertilizer, city
gas distribution and industrial segments, there is a large
potential for increased gas consumption in India.
Consumption of natural gas in India has grown faster
than all other fossil fuels in recent years. Going forward,
the demand for natural gas in the country may reach up to
330 MMSCMD by the end of 12" five year plan offering
several opportunities to your Company.

Business Initiatives

The implementation of various projects and business
initiatives under the Strategy 2020 of your Company is
currently underway. In the year 2011-12, your Company
completed 1,370 km pipelines, thereby increasing its
network to 9,500 km. It recently received authorization to
build the 1,540 km Surat-Paradip pipeline. With execution
of various on-going projects, your Company will be
establishing a pan-India presence having a pipeline
network of about 14,500 kms and capacity of over 300
MMSCMD within the next few years.

Your Company is making efforts to further strengthen its
presence in the Petrochemicals sector. The project to
double the capacity of existing petrochemical plant at Pata
at an investment of Rs. 8,140 Crore is progressing as per
schedule. The 2,80,000 tonnes per annum petrochemical
plant in Assam is also moving forward through the
subsidiary of your Company, Brahmaputra Cracker and
Polymer Limited. The Company has also taken an equity
stake in the greenfield petrochemical project being

implemented by ONGC Petro Additions Limited (OPal) at
Dahej and has around 38 percent marketing rights for
petrochemicals produced from OPal.

In the upstream segment, your Company stepped up
efforts to source higher volumes of LNG through global
sourcing and Mergers & Acquisitions. Last year, your
Company established a wholly-owned subsidiary, GAIL
Global (USA) Inc. in USA to acquire 20% stake in Eagle
Ford Shale acreage of Carrizo Oil & Gas Inc. Your
Company also signed a 20-year Sales and Purchase
Agreement with Sabine Pass Liquefaction LLC, a unit of
Cheniere Energy Partners, for supply of 3.5 million tonnes
per annum of LNG. This agreement signals a new
approach in gas pricing worldwide because of its price
linkage with Henry Hub gas price instead of Crude oil.
Your Company has been actively pursuing import of gas
through the TAPI trans-national pipeline and it executed
the Gas Sales Purchase Agreement with Turkmengaz for
supply of 38 MMSCMD for 30 years. Last year, your
Company also opened its Singapore office to establish a
trading desk for LNG and petrochemicals and enhance
marketing revenues.

Your Company is strengthening its retail presence through
its wholly-owned subsidiary, GAIL Gas Limited which is
expanding supply of piped natural gas and compressed
natural gas to several cities and towns in the country. In
order to reduce its carbon footprint and achieve
sustainable growth, your Company is building a portfolio
of renewable businesses. Your Company set up 118 MW
wind power capacity during the year and is in the process
of sefting up a solar Photovoltaic project in Rajasthan
under the Jawaharlal Nehru National Solar Mission.

Way Forward

Globally, the gas market is witnessing wide ranging
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changes leading to major supply, demand, pricing and
structural shifts in the market. In India also, the gas market
is set to evolve significantly and be more integrated with
world markets. As India’s gas sector develops, a number
of growth opportunities will emerge along the value chain.
Your Company is well placed to tap the opportunity
presented by such growth. The way ahead is to forge win-
win partnerships in various areas of gas value chain.

Over the years, your Company has played an important
role in enhancing India’s energy security through building
gas-based infrastructure, seeding gas markets and
developing downstream sectors like fertilizers, power,
petrochemicals and City Gas Distribution. It intends to
intensify its efforts further in this direction and give impetus
to the movement towards a greener economy. Your
Company has identified focus areas of growth for the
current decade with an aspiration to reach a Turnover of
Rs. 1,30,000 Crore by 2020.

We would be investing an amount of around Rs. 25,000
Crore in the next few years in India and overseas in
various business segments. To maintain its dominant
position in the gas transmission segment, your Company
will continue to focus on strategic pipeline investments,
support existing customer relationships and increase
customer base. The network augmentation comprises of
adding trunk pipelines, spurlines and inter-connecting
pipelines to facilitate an integrated National Gas Grid.

The Company is contracting natural gas from domestic as
well as international sources. In order to support higher
LNG imports, your Company is working towards setting
up new LNG regasification terminals in the country
besides tying up regasification capacities in existing and
upcoming terminals.

Your Company aims to be amongst the top two
petrochemical marketers in the country. It plans to set up
new capacities and further increase marketing volumes
through trading. By 2014-15, your Company is expected
to have 1.7 MMTPA marketing volumes of polymers. Your
Company is also considering expansion of operations in
Exploration & Production and renewable energy. For
realizing its ambitious goals, your Company is
continuously developing the capacity and capability of its
existing talent.

Creating Societal Value and Sustainable Business

Your Company believes that responsible business
philosophy is the key to drive business innovation, societal
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value creation and higher economic value. It has shown
care and concern towards the society and environment.
Your Company has always focused on building an
organizational culture that drives sustainable business
practices. Social responsibility and sustainable
development are accorded high priority in the
organizational ethos and are interwoven in all its business
activities and projects.

It gives me pleasure to share that last year your Company
released its first Sustainability Report for 2010-11, based
on the GRI G3 Guidelines. In addition, your Company
became a signatory to the United Nations Global
Compact (UNGC) to further align its operations and
strategies with the ten universally accepted principles of
UNGC. You would be happy to know that your Company
is the first in India’s Oil and Gas Sector to be included in
the first environment friendly equity index launched by
Bombay Stock Exchange called BSE-GREENEX.

Your Company’s Social Responsibility programmes have
made an impact on the lives of disadvantaged people and
created new livelihoods with focus on inclusive growth in
the country. During 2011-12, it allocated Rs. 83 Crore for
various CSR initiatives. Amongst several programmes
undertaken under CSR, ‘GAIL Utkarsh’ has enabled 74
underprivileged students to secure admission in top
engineering institutions like IITs, NITs and others. In
another project ‘Padho aur Badho' around 6,300 slum
children have received education in National Capital
Territory and over 5,200 have been mainstreamed into
the formal school system during the year. Further, over
950 poor youth were trained in various vocational skills
under the project ‘Swavalambh’ and 1.63 Lakh poor
patients have benefitted from free healthcare provided in
240 remote villages of UP and MP
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Corporate Governance

Your Company believes in enhancing stakeholder wealth
through adopting ethical and best practices of corporate
governance. Your Company has been complying with the
requirement on Corporate Governance as enunciated in
the Listing Agreement and DPE Guidelines on Corporate
Governance. In recognition for building a governance
culture beyond compliance, your Company was
conferred with ICSI National Award for Excellence in
Corporate Governance. Your Company once again
received “NIL” comments from Comptroller & Auditor
General of India for 2011-12, which underlines its
commitment for the best accounting and disclosure
practices.

Your Company deploys the best-in-class technology to
make continual improvement in its governance
frameworks. It has taken several new IT initiatives like
implementation of online bidding portal for supply of Spot
RLNG, Tender Monitoring System and electronic
Document Management System to enhance transparency,
efficiency and customer satisfaction. These will also aid in
faster and better decision making.

Appreciations

During the year under review, the performance of your
Company was recognized through several awards
conferred upon it by organizations in India and abroad.

The Company was ranked as the No. 2 Gas Utility in Asia
in the Platts Top 250 Energy Companies Rankings. In
recognition of its high standards of corporate
governance, a Commendation Certificate was conferred
on your Company by SCOPE as one of the Top
Companies adopting Excellent Practices in Corporate
Governance. Various other awards in the area of Health,
Safety & Environment were also won by your Company.
Notwithstanding these laurels, your Company shall
continue to put its persistent efforts to create new
benchmarks for itself.

Acknowledgement

On behalf of the Board of Directors of the Company, | take
this opportunity to express my deepest gratitude to our
valued shareholders, for being a pillar of support in
helping accomplish our shared aspirations.

| am grateful to the Ministry of Petroleum & Natural Gas,
Government of India for its constant support and
guidance. | also acknowledge the cooperation received
from various wings of the Union Government, Petroleum
& Natural Gas Regulatory Board, the State Governments
and all other stakeholders. | would also like to take this
opportunity to express my gratitude to my colleagues on
the Board for their constant advice and encouragement. |
would like to convey my sincere thanks to Team GAIL for
their dedicated and relentless efforts which have enabled
us to reach higher milestones.

| would like to assure you that your Company shall
continue to work with greater commitment to achieve
lasting competitive advantage for an exciting future.

Thank you very much ladies and gentlemen.

B.C. Tripathi
Chairman & Managing Director

5" September, 2012

Note: Excerpts from the Chairman'’s speech atf the 28" Annual General Meeting held on the 5" September, 2012 at New
Delhi. This does not purport to be a record of the proceedings of the Annual General Meeting.
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