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Shri B. C. Tripathi

Chairman & Managing Director

Dear Shareowners,

On behalf of the Board of Directors and on my own behalf, |
extend a very warm welcome to all of you to this 26" Annual
General Meeting of your Navratna Company. The Directors’
Report and the Audited Accounts for the year 2009-10 are

already with you and with your permission, | take them as read.
Performance

You will be happy to know that during the financial year
2009-10, your Company recorded a Turnover of T 24,996 crore
and Profit after Tax of T 3,140 crore. In terms of physical
performance, your Company recorded sustained growth on key
parameters. Average natural gas transmission increased 28% to
reach about 107 MMSCMD, gas sales increased by 3% to around
81 MMSCMD, LPG transmission increased by 15% and total
Liquid Hydrocarbon production increased by 3% to reach 144

million MT.

Chairman's Statement
for the 26" AGM of GAIL on
22" September 2010

Your Company's commitment to enhancing shareholder wealth

is reflected in its market capitalization crossing ¥ 50,000 crore

mark last year. The aggregate dividend payout for 2009-10 s

proposed at T 7.50 per share. The financial health of your

Company continues to be robust with Debt-Equity ratio of 0.09

and Return to Net-worth at 18.9%. The Return on Capital
Employed was a healthy 23.6%.

Gas Market Outlook

Indian economy emerged from an exceptionally challenging
period globally. Notwithstanding this, India is expected to grow

at about 8-9% in the current year.

Energy would play an increasingly important role in sustaining
this growth momentum in the economy. Energy consumption is
expected to increase substantially in order to support socio-
economic growth. As the per-capita energy consumption rises,

so will the share of natural gas in energy basket. An increased
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emphasis on clean and efficient energy is already giving thrust to

the demand for gas.

India's gas market is embarking on its next phase of accelerated
growth, mainly driven by reform initiatives of the Government of
India across the gas value chain. Multiple gas discoveries, rapidly
developing infrastructure, increasing integration with rest of the

world, emerging policy framework and regulations are all

Sales (Net of ED)

2008-09

supporting this growth process. It is estimated that by 2015

India's gas demand may increase to over 320 MMSCMD. Meeting

m this dernand requires large scale investments and significant

commissioned

First year of profits

LPG plant at Vijaipur
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Gas marketing functions
transferred to GAIL
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expansion in gas based infrastructure. Keeping these
opportunities in view, your Company is taking several initiatives
to strengthen its leadership position in the gas sector and

beyond.
Future Directions

It is our constant endeavour to keep up the momentum of
growth while focussing on business sustainability. Maintaining a
balance between growth and environment has been and will
continue to be the underlying philosophy of GAIL. Your
Company is making efforts to provide access to affordable,
efficient and low-carbon energy to meet the growing energy

demand of an emerging India.

In order to shape its future, your Company is in the process of
developing Strategy for the coming decade. Going forward, key
focus areas for your Company are to strengthen its dominant
position in domestic gas chain, including in gas infrastructure
and processing, develop new streams of revenue, supplement
growth through inorganic means, selectively expand and
diversify overseas, and enhance internal performance and
capabilities. We are developing a balanced portfolio comprising
of regulated as well as market-driven businesses. With these
initiatives your Company, which achieved a turnover of nearly
¥ 25,000 crore in 25 years, aims to reach ¥ 50,000 crore in the

next few years.

he e R Alal=]s
1e Core Business

Consolidating t

I had shared with you last year that your Company has identified

certain core business areas to achieve this vision.

Maiden dividend of
Mahanagar Gas Limited
incorporated

Propane recovery plants at
Vijaipur commissioned
Listing at NSE, BSE, D'SE

Rs. 20 crore
Mavratna status

Indraprastha Gas Limited

incorporated
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Your Company is making all efforts to execute existing projects
within time and cost. It will be making a capital investment of
around ¥ 40,000 crore by 2014-15 in various projects. In the gas
transmission segment, it will have a pipeline network of around
15,000 kmn in place by this time to establish a truly pan-India

presence.

During the year, your Company commissioned various pipelines
of around 800 km length at an investment of nearly ¥ 4,400
crore, which includes the Dadri-Bawana line. Gas transmission
continues to be a focus area for your Company and it achieved a

new high of over 126 MMSCM gas handled in one day.

In the Petrochemicals segment, an additional gas cracking
furnace is slated to be commissioned this year at Pata
Petrochemical Complex and along with debottlenecking of Gas
Cracking Unit, it will increase ethylene capacity to 4.5 lakh
tonnes per annum. | am happy to inform you that your Company
is going to double capacity of the Pata plant to 9 lakh Tonnes per
annum in the next 3 years at an estimated investment of ¥ 8,140
crore. GAIL was also entrusted by Government of India to
implement the long-awaited Assam Gas Cracker project at
Lepetkata, district Dibrugarh. Your Company is executing this
challenging project through its subsidiary Brahmaputra Cracker
and Polymer Ltd. Besides, we are also co-promoters in the 1.1

MMTPA gas-based OPal plant at Dahej.

On Gas Sourcing front, GAIL successfully tied up gas from various

domestic sources all over the country. To meet the requirements

2 blocks awarded under
MELP |

pipeline commissioned
LPG plant at Gandhar

Jarmnagar - Loni LPG
commissioned

Petrochemical plant at

Lakwa commissioned
Fata commissioned
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Discovery in A 1 block in Myanmar
Discovery of oil and gas inthe

Cambay block

of existing customers, we sourced spot RLNG from domestic

terminals besides sourcing a spot cargo from international
market. Your Company also facilitated in sourcing long term LNG

from Australia.

On the E&P front, a significant development was the approval of
Cabinet Committee on Economic Affairs for investment in Field
Development Plan for A-1 and A-3 blocks in Myanmar and also

for participation in the associated onshore midstream pipeline.

Your Company is aggressively pursuing CGD opportunities in the
country and also overseas. This will expand its retail presence
and enable it to expand its reach and presence across the
country. The wholly owned subsidiary of your Company, GAIL
Gas Limited, set up one CNG station each at Dewas, Vadodara

and Panvel, and started gas supply to industrial customers in

CGD operations.
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Diversification into new business areas and expansion in new
geographies is an important focus area for your Company. Your
Company is exploring various opportunities in the African
market. It is also opening an office in Egypt to pursue gas sector

opportunities in Africa and Middle East.

Profit After Tax

2008-09

Your Company has made a modest beginning by
commissioning a Wind Energy project in the state of Gujarat.
Based on its success, we plan to take up commercial wind

energy projects. In addition to wind power, your Company is

convergence between gas and power businesses, diversification
into gas based plants and distributed power generation is in
process. Your Company is also trying to tap emerging sources of

unconventional gas such as Shale and CBM.

A long term approach is being carved out by your Company for
research in new and clean energy technologies. R&D is critical to
future growth and your Company accords considerable
importance to development and commercialization of
technologies in the gas value chain. We are currently working on
a pilot project in association with Municipal Corporation of Delhi

for harnessing Landfill Gas from municipal solid waste.

Murturing the Human Resource

Acknowledging that the management of human resource is
a key input for organizational competitiveness and business
success, your Company has taken various measures for
competency development of people at all levels to meet its
present and future needs. Ongoing initiatives to develop and
groom internal leaders and talent will gain more thrust in the
times to come. Several steps have been taken during the last
year to empower our human resources by enabling them
with appropriate systems, policies and processes. Various
procedures and policies have been revised to enable the

employees to work better and smarter.

Corporate Governance

Adoption of good governance practices has always been a high

moving into solar generation as well. To harness the natural priority for your Company. It has an unwavering commitment to
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conduct its business with values and ethics. Your Cornpany goes
beyond adherence of statutory frameworks to bring transparency,
accountability and equity in all facets of its operations. The Company
continuously endeavors to adopt innovative approaches for open,
transparent and merit based management, ensuring faimess in its

transactions.

Your Company is leveraging technology to enhance the quality
of its governance. It is upgrading the existing SAP ERP hardware
and software, which will provide better reporting and
information management facilities. New components like
Governance, Risk and Control, e-Recruitment and Gas

Management System are also being added.

I am pleased to inform that your Company received “NIL’
comments from Comptroller & Auditor General of India for 2009-
10 which underlines its commitment for the best accounting

and disclosure practices.
Value Beyond Business

Your Company believes that business and sustainability go hand
in hand. Having a synergistic relationship between commercial
business goals and the social and environmental context of

business can confer a long term competitive advantage.

In line with this belief, your Company is making efforts to reduce
its Carbon footprint through improving energy efficiency and
conservation in its operations by use of energy efficient
technologies, processes and equipment. Some of these include
installation of solar power system, flare gas recovery and
improvement in lighting and cooling systems at various sites to

improve conservation of energy.

2 blocks awarded under
MNELP |

pipeline commissioned
LPG plant at Gandhar

Jamnagar - Loni LPG
commissioned

Petrochemical plant at

Lakwa commissioned
Fata commissioned
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Your Company also prides itself in being a socially responsible

corporate. The CSR efforts of your Company are focused at
enabling inclusive development of the communities in and
around its work centres through engaging, partnering, and
empowering the local population. For the last financial year, your
Company undertook CSR programmes for around T 44 crore,
which includes support for the flood victims in Andhra Pradesh

and Karnataka.

One of the outstanding initiatives taken by your Company is
“GAIL Utkarsh Superb 30" This is a programme for providing
assistance to students from financially weaker sections of the
society to prepare for entrance exams of premier engineering
colleges in India. You will be heartened to know that from the
first batch of 23 students, 3 have got selected to lITs and 11
others to various engineering colleges including NITs. GAIL has
also launched another initiative 'Padho aur Badho' for providing

education to children of rag-pickers in Delhi. Your Company
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plans to expand this initiative to cover more children in the

future. These initiatives will generate sustainable benefits for

their overall development.
Corporate Image and Recognitions

Adding sheen to the brand GAIL, your Company organized the
6" Asia Gas Partnership Summit 2010 in New Delhi in association
with FICCI and IGU. This event was a grand success. Participation
of a high level delegation from Qatar led by Hon'ble Dy. Premier
and Minister for Energy and Industry of Qatar added a new
dimension to the event and enhanced the existing relationship

between India and Qatar as partners in progress.

Recognition of your Company's overall performance continues
to come in the form of various awards. Your Company received
the SCOPE Meritorious Award for Corporate Governance for
2007-08 for excellence in propagation and implementation of
corporate governance practices and the Rajiv Gandhi National
Quality Award instituted by Bureau of Indian Standards for Gas
Processing Unit, Vijaipur. Your Company was ranked 5" among
Gas Utilities in Asia in the renowned Platts global ranking of oil
and gas companies for 2009. Several laurels were conferred on
your Company for excellent performance in Health, Safety &
Environment. It earned distinctions such as International Safety
Award from British Safety Council and Shreshtha Surakhsha
Puraskar for 2008 from National Safety Council. Your Company
once again won top two awards for 2008-09 from Oil Industry

Safety Directorate.

Mot resting on these laurels, your Company will continue to

strive harder for better performance in the years to come.
Acknowledgment

On behalf of the Board of Directors and on my own behalf, | take
this opportunity to express my sincere gratitude to our valued

shareholders, for their tremendous support.

| thank the Ministry of Petroleumn & Matural 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. My special thanks
are due to Teamn GAIL for its commitment and efforts to realize
the Vision of your Company. | would also like to take this
opportunity to express my gratitude to my colleagues on the
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I am confident that your Company will continue to deliver
sustainable business growth and higher value creation for all

stakeholders.

Thank you very much ladies and gentlemen.

B.C. Tripathi

Chairman & Managing Director

22" September, 2010

Note: Excerpts from the Chairman's speech at the 26"
Annual General Meeting held on the 22 September 2010
at New Delhi. This does not purport to be a record of the
proceedings of the Annual General Meeting.
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