GUJARAT NARMADA VALLEY FERTILIZERS & CHEMICALS LTD.
P.O.: NARMADANAGAR -392 015, DIST.: BHARUCH, GUJARAT.

CHAIRMAN'S STATEMENT - 45t AGM
Dear Shareholders,

It gives me a great pleasure in welcoming you all to this 45th Annual
General Meeting (AGM) of your Company, held through digital platform

of two - way Video Conferencing.

As we gather today, new hopes are being rekindled as the economy
recovers from the depths of the second wave of COVID-19 pandemic
even though increasing caseloads are causing concerns. Undoubtedly,
it will take a while to heal the scars inflicted by the successive waves.
The events of the last few months have caused unimaginable grief for
many who have lost their family members, close friends and valued

colleagues. In their memory, we pray for their eternal peace.

Ladies and Gentlemen, let me begin by expressing our deepest
gratitude to all the Doctors and Healthcare Professionals across the
country for their extraordinary fortitude displayed in serving humanity
during these trying times. It has also been immensely reassuring to
see society rise as one to lend its shoulders to the endeavors made by
the Central and State Governments, to address the colossal challenge.

Unprecedented efforts were withessed as the country rallied together




to provide crucial support in augmenting oxygen supplies, ramping up

healthcare infrastructure and extending relief to the vulnerables.

The Government's endeavors to accelerate vaccination brings
optimism for the future. This undoubtedly is most critical to restore
normalcy, and collectively, all efforts must be made to increase its
pace. The crisis, however, is far from over. The distress caused by the
pandemic continues to be of concern for lives and livelihood as well as
for economic growth. Despite near-term uncertainties, the Indian
economy holds immense promise. The visionary Budget, which
announced path-breaking reforms, enhanced capital expenditure and
heightened spends on agriculture, will over a time period, foster

competitiveness and spur economic activities.

On behalf of the Board of Directors, it is my privilege to thank you all
for being present in this Meeting through Video Conferencing and
showing your trust and solidarity with your Company. COVID-19
pandemic has touched every aspect of our lives across the world and |
hereby, convey my sincere wishes that each of you is safe and well in

these times.

In view of the prevailing COVID-19 crises, the Annual Report for the
Financial Year 2020-21, inter-alia, containing Notice of this AGM,
Audited Standalone and Consolidated Financial Statements, Cash-flow
Statements along with the Notes to the Financial Statements and the
Reports of the Directors’ and the Auditors’ thereon, have been sent to
Shareholders through E-mail as per the Circulars issued by the

Ministry of Corporate Affairs.




GNFC’s: Humble Contribution in Combating COVID-19 pandemic:

Your Company's commitment to contribute to national priorities
inspired our efforts in combating the impact of COVID-19 pandemic on
the society. As the first wave hit the country, your Company
contributed Rs.10.00 Crore to the “Chief Minister’'s Relief Fund (CM
Relief Fund)”, Government of Gujarat with specific objective of

Disaster Relief to combat outbreak of COVID-19 pandemic.

The severity of the second wave put untold pressure on the availability
of medical oxygen and on medical infrastructure. Your Company has

done numerous efforts and contributions to curb the situation —

e Supply of 2609 MT of Medical Grade Oxygen to various Hospitals in
Gujarat, from 19" April to 6" June, 2021, catering to Oxygen
requirement of 2,60,900 COVID patients, during the second wave of
COVID-19 pandemic. The highest supply of Medical Grade Oxygen
was 110 MT on 12th May, 2021 i.e. at the peak of second wave of
COVID-19 pandemic;

e Contribution of Rs.2.00 Crore to Gujarat CSR Authority for
procurement and deployment of PSA Oxygen Plants in various
Government Hospitals in Gujarat;

e Spent Rs.73.43 Lakhs for supply of Medical Grade Oxygen free of
cost to various Hospitals in Gujarat;

e Rs.22.00 Lakhs for home use medicines as Medicine Kits;

e Rs.15.00 Lakhs to Sevashram Hospital, Bharuch, for Oxygen and
medicine expenditure; and

e Rs.11.00 Lakhs to Akshaya Patra Foundation for Happiness Kits for

distribution to needy people.




Before, | share the highlights of your Company’s performance for the
Financial Year 2020-21, | would like to briefly touch upon the Global as

well as Indian Economic Scenario in which your Company operated.

GLOBAL ECONOMIC SCENARIO:

A year since the onset of the COVID-19 pandemic, the global economy
still remains under pressure with numerous challenges. However, as
per the “World Economic Outlook Update” released by International
Monetary Fund in July, 2021, the global growth is projected at 6% in
2021, moderating at 4.9% in 2022.

Vaccination drives are picking pace across the globe and the
economies are expected to bounce back after a historic contraction
estimated at 3.3% in the year 2020.

In response to the pandemic, central banks resorted to strongly
supportive monetary policies in most developed economies. Recovery
remains uncertain and uneven, with extent of fiscal support and level
of vaccination being key differentiators of the short term economic

outlook across countries.

INDIAN ECONOMIC SCENARIO:

The Indian Economy shrank by 7.3% in 2020-21, as result of
unexpectedly virulent second wave of COVID-19 pandemic. The
pandemic caused a severe strain on healthcare facilities in many parts
of the country. However, in this situation, the Agriculture sector has

shown an impressive growth of 3.4% during 2020-21.

The International Monetary Fund in July, 2021, revised its growth
forecast for India from 12.5% to 9.5% for the fiscal year 2021-22, due
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pressure created on recovery momentum by the onset of second wave
of COVID-19 pandemic.

As per Invest India - National Investment Promotion and facilitation
Agency of Government of India, the market size of Chemicals &
Petrochemicals Sector in India is around USD 178 billion; expected to
grow to USD 300 billion by 2025. The key drivers to the boom being
shift in production and consumption towards Asian and Southeast
Asian countries and Production Linked Incentives Scheme for
manufacturing of Advance Cell Chemistry Battery under “Atmanirbhar

Bharat Abhiyaan” of the Government of India.

Albeit, the long term prospects for the Indian economy continue to be
robust. Accommodative monetary policy of the Reserve Bank of India
and expected increase in CAPEX from the Government are predicted

to be strong drivers of growth for the Indian economy.

PERFORMANCE OVERVIEW OF THE COMPANY:

| am pleased to share with you an update on your Company’s
performance for the Financial Year 2020-21. The year saw a
challenging business environment with lower Gross Domestic Product
(GDP) growth and slow-down in consumption. In spite of this
challenging business environment and outbreak of unprecedented
COVID-19 pandemic, during the second half of financial year 2020-21,
your Company has been able to achieve satisfactory Operational and
Financial growth. This has become possible due to continued
emphasis on higher productivity, energy conservation and efficiency
improvement, cost reduction, cost saving measures and dedicated

efforts of employees at all levels.




| will now briefly touch upon the Operational, Marketing and Financial

performance of your Company.

Operational:

Even though, production of plants was significantly affected due
to COVID-19 imposed lock down in April, 2020, several Plants
achieved over 100% capacity utilization level viz. Ammonia,
Urea, Methyl Formate, Formic Acid, Acetic Acid, Ethyl Acetate,
Weak Nitric Acid-I/l1l, Ammonium Nitro-phosphate, Nitro benzene
and TDI-I. During the year, special focus was given on energy
conservation and cost saving measures across all operational

aspects.

During the Financial Year 2020-21, TDI-Il Plant at Dahej had
produced 40,304 MTs of TDI against capacity of 50000 MTPA
(Capacity utilization = about 81%) despite global COVID-19

pandemic situation.

The operational reliability, safety and process continuity has
improved a lot through execution of various in-house modification

schemes by your Company.

Marketing:
India’s chemical industry and the Chemical business of the company
continued its upward trajectory during 2020-21 amidst the challenges
posed by COVID-19 pandemic. COVID-19 has severely affected the
Indian chemical industry by disrupting supply chains and the demand
for chemicals. Despite this, the performance of Chemical business of

your Company witnessed an uptrend during the year under review
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and contributed positively to the revenue and profitability of the

company.

Your Company performed reasonably well in fertilizers business
during 2020-21. The Company achieved total sale of 6.57 Lakh MTs
of Urea which was little less than the previous year due to loss of
production owing to COVID-19 situation. Similarly, sales of Nitro
phosphate was marginally lower at 1.78 Lakh MTs during the year
under review compared to 1.85 Lakh MTs in the previous year. Lower
sales volume of Ammonium Nitro phosphate (ANP) was mainly due
to lesser availability for sale as well as effect of COVID-19 pandemic.
Your Company sold around 42,600 MTs fertilizers through
Company’s own Narmada Khedut Sahay Kendras, out of the total
fertilizers sold by the Company in the Financial Year 2020-21. During
the year under review, Trading Activities were also continued in
Muriate of Potash (MoP), Di-Ammonium Phosphate (DAP),
Ammonium Sulphate (AS), Single Super Phosphate (SSP) and City
Compost. Total 13,393 MTs of Fertilizers were sold as part of trading

activities.

Financials:

Standalone for the Financial Year 2020-21:

- Revenue from Operations Rs.5,129 Crore.

- Earnings before Interest, Tax, Depreciation and Amortization Rs 1,003
Crore.

- Profit Before Tax Rs.948 Crore.

- Profit After Tax Rs.689 Crore.

- Export Turnover Rs.276 Crore.

- Earnings Per Share Rs. 44.35.
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- Recommendation of Dividend @80% (Rs.8/- per share).

In spite of adverse impact of COVID-19 on production and sales volume,
practically from April 2020 till June 2020, your Company had achieved
second Highest ever Profit Before Tax of Rs. 948 Crore marking a record
break performance. With improved volumes of some of the chemicals as
well as sharp price improvements in few chemicals have led to improved

profitability in spite marginal drop of revenue by around 1% on YTD basis"

The improved realization across the board in industrial chemicals has

resulted in substantial increase in Operating profits."

(n)CODE SOLUTIONS - IT DIVISION:

During the vyear under review, (n)Code Solutions - IT Division
performance is also affected due to COVID-19 pandemic situation and
lockdown period. Our DSC operations, Software support and Data
Center operations were normal throughout the period being essential
services. This division has registered sales turnover of Rs.70.00 Crore

and Profit of Rs.12.00 Crore across its all business segments.

(n)Code being an IT solution providing division has enhanced their IT
solutions and services using state-of-the art information technology
solution like Mobility, secure online access in the areas like Digital
Signature Certificate, e-Procurement, e-Auction and “Ease of Doing
Business” activities by extending software / Application development
support. (n)Code has been supporting Government initiatives by
extending Software / Application development and support, Smart City
| System Integration, Data Centre Operations, Project Management,

Quality and Audit Consultancy.




In spite of challenges, there is good progress on on-going Smart City
and System Integration projects. (n)Code has now set a vision to
spread its wings pan India to deliver convenience to business using its

software products like e-Auction, integrated Mining solution etc.

FERTILIZER INDUSTRY — GOVERNMENT POLICY:

Department of Fertilizers announced Nutrient Based Subsidy rate for
Financial Year 2021-22, which is Rs 6,735/- per MT for Ammonium
Nitro Phosphate, with no difference as compared to previous year.
However, w.e.f. 20" May 2021 the rate of NBS subsidy for nutrient ‘P”
was increased by the Government of India owing to very high price of
finished product and raw materials. Subsidy for ANP would now be Rs
12,822/- per MT till 315t October 2021.

The Fertilizer industry remains vital to agriculture productivity but
continues to operate under a control regime. With the increase in
subsidy, there are likely chances of maintaining same Retail Price. The
Direct Benefit Transfer (DBT) scheme for fertilizers was implemented

throughout the country from March, 2018.

The DBT scheme as currently designed has impact on further working
capital tie up since now the subsidy is reimbursed upon sales through

the Point of Sale machine to farmer.

DIVIDEND:

Keeping in view the Company’s performance for the Financial Year
2020-21, your Directors have recommended a dividend of Rs.8/- per
share on equity shares of Rs.10/- each fully paid up, subject to
approval of shareholders at this Meeting. | am delighted to inform that

this dividend recommended by the Board of Directors is the ever
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highest dividend made by the Company since its incorporation.

ON-GOING PROJECTS / REVAMP SCHEMES / GROWTH PLANS OF
THE COMPANY:

With a view to achieving inclusive growth and transform in a
sustainable manner, your Company is continuously looking for growth
opportunities in the areas having synergy with its existing business
operations and has initiated actions for implementation of various

Projects / Revamp Schemes.

| take this opportunity to apprise you in brief about the on-going
Projects / Revamp Schemes Projects under active consideration by the

Company:
e Formic Acid Capacity Enhancement:

Your Company is implementing Formic Acid capacity enhancement
Project to increase it by 20 Metric Tons Per Day (MTPD) (6,800 MT
per annum). The Project is expected to be completed by Third
Quarter of 2021-22 and total capacity of Formic Acid would be 85
MTPD.

e Concentrated Nitric Acid (CNA) - IV:

With the increase in captive consumption of CNA for TDI, market
share of the Company is reducing. Hence, the Company is
implementing CNA IV expansion Project with a capacity of 150
MTPD. The Project is expected to be completed by second Quarter of
2022-23.
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e Solar Power Projects:

To fulfil Renewable Purchase Obligation (RPO), 10 MW Solar Power
Plant at Charanka Solar Park, has been successfully commissioned
in November 2020.

Further, to fulfil Renewable Purchase Obligation and as a strategic
investment, 04 MW Solar Power Project at Charanka Solar Park is
under implementation and is expected to be completed by Third
Quarter of 2022-23.

¢ Ammonia Plant revamp:

It is possible to increase the Ammonia production capacity from 1,900
MTPD to 2,050 MTPD by about 150 MTPD with the installation of
Ammonia Make-up Gas Convertor Loop, in existing Ammonia
Synthesis Loop. This will increase Ammonia production by 50,000 MT
per annum which will be used for new Weak Nitric Acid and
Ammonium Nitrate Plants under active consideration. Actions have
been initiated for implementation of this revamp and it is expected to
be completed by Second half of 2024-25.

e Weak Nitric Acid (WNA-IIl) & Ammonium Nitrate (AN-Il) Project:

In order to tap increasing demand, expansion in WNA with additional
capacity of 600 MTPD and Ammonium Nitrate with 320 MTPD melt
plus 480 MTPD prilling facility is being planned. Actions have been
initiated for implementation of this projects and it is expected to be
completed by end of 2025-26.
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¢ Neem Project:

A large scale Neem Seed expelling / extraction Plant to produce |,
about 2,900 MT Neem oil and about 22,000 MT per annum Neem

cake , has been successfully commissioned.

ENVIRONMENT, ENERGY CONSERVATION AND SAFETY:

Your Company is committed towards ensuring overall environmental
sustainability, energy conservation and health and safety measures.
Continuous and consistent improvement in the critical environment

parameters is an important aspect of the Company’s objectives.

Your Company implemented various energy saving measures /
schemes with capital investment of Rs.3.69 Crore for energy
conservation. A dedicated Environment Management Cell is monitoring

the environmental compliances on an on-going basis.

CORPORATE SOCIAL RESPONSIBILITY:

Your Company, as a responsible Corporate Citizen has adopted holistic
approach shouldering unwavering responsibility towards all the
stakeholders and the Society at large. While pursuing its primary role of
viable business model, the Company has been working as Partner to the
Community towards bringing social transformation through positive
changes. Innovative Neem Project spearheaded by your Company is

exemplary in this respect.

CSR initiatives undertaken by your Company in various Sectors include
Education, Livelihood Training, Health care and hygiene, Rural

infrastructure  development, Sanitation, Women Empowerment,
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afforestation / green belt, prevent spread of COVID-19 pandemic etc. and
the same are implemented directly as well as through the Company’s CSR

wing — Narmadanagar Rural Development Society (NARDES).

HUMAN RESOURCES:

Human Resource continues to be one of the most valued contributors
to the success of the business of the Company. Your Company makes
all possible efforts for improving the well-being of its Employees by
implementing various Welfare Schemes, leading to an atmosphere
conducive to the sustenance of the Company’s growth. Through their
dedication and commitment, creativity and innovation, the Company
has been able to withstand the challenges successfully even in the
most difficult times. The Industrial relations remained cordial during the

year under review.

I, on my behalf and on behalf of my colleagues on the Board of
Directors express my deep sense of gratitude for the concerted efforts
put-in by the employees at all level for the Company’s sustained

performance during the year under review.

OUTLOOK FOR CURRENT YEAR:

COVID-19 is not only a global pandemic which created public health
crisis, it has also severely affected the global economy and financial
markets. What is pivotal during the times of pandemic is the dynamic
approach to deal with the crises and turning a hazard into an

opportunity.

In spite of Pandemic situation, your Company has withered away the
multiple headwinds in the nature of limited availability of manpower

resources, high input cost and low product demands arising mainly
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due to lockdown conditions. The business activities continued with
resilience supported by well-practiced business continuity plan and

well placed disaster recovery management.

With lockdowns ending and economic activities picking up, your
Company foresee bright outlook for its products / services. Apart from
continued buoyancy in chemicals which augurs well for the Company,
chemicals in general and especially toluene di-isocyanate are

expected to do well.
Fertilizers Business:

With its well established brand and marketing network, fertilizer business
has stable outlook. Fertilizer trading is an area which is being actively

looked in to.
Chemicals Business:

Rise in demand from end user industries and increasing per-capita
consumption is likely to support strong demand for chemicals. Companies,
indigenous as well as global, seeking to de-risk their supply chains and
reduce dependency on China present a valuable growth opportunity for
Indian chemical manufacturers. Moreover, prudent and industry friendly
policies of the Government like Aatmanirbhar Bharat, Productivity Linked
Incentive Scheme, 100% Foreign Direct Investment, mandatory BIS

standards etc. will prove to be a substantial benefit for this industry.

Others:

The IT business is currently going through resource challenges which is

being addressed. With that the business model will be repositioned during
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the Financial Year 2021-22 while continuing to carry on and improve on

current business.

Neem De-Oiled Cake, Neem Manure and Neem Pesticides have been
received well by the farmers and are doing well.

Athough, there are uncertainties prevailing due to COVID-19
pandemic, your Company is prepared to face the challenges ahead

and has tirelessly been taking various steps to mitigate its impact.

| am confident that our strategy, prudent approach, focus on agile
execution with team efforts, we can turn this unforeseen and
unprecedented COVID-19 crises into a defining moment, thus, helping
the Company to improve its overall performance way forward and

create greater stakeholders’ value.
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the Government of India and Government of Gujarat. On behalf of the
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faith and support to the Company.
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nurses, scientists, frontline workers, police, volunteers and many
others who are waging battle against COVID-19. | also thank all my
colleagues on the Board for their continued support and guidance.

Finally, extend my special thanks to our valued Shareholders for the
-15-




faith and confidence reposed by them in the Company. We look
forward to your continued support as we strengthen our today for

better tomorrow.

* JAIl - HIND *
(This does not purport to be the record of the proceedings of 45"
Annual General Meeting held on 23" September, 2021.)
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