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OUR VISION

Sustain Kotawala's position as one of India's most valuable
corporation through world class performance,creating
growing value for the Indian economy and the Company's
stake holders.

OUR MISSION STATEMENT

~To enhance the wealth generation capability of the
~ enterprises in a global environment delivering superior and
sustainable profit growth and long term value for our
- stakeholders achieved through innovation, pursuit of

excellence and perfection.
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Dear Shareholders,

At the outset, I take this opportunity to thank all of you for having placed faith in us and welcome
all of you. I thank you for the privilege given to me to serve as the Chairman of Kotawala (India)
Limited. I am also pleased to report agood performance in 2005- 06 by your Company.

Indian economy continued to perform well with real GDP growth of 8% in 2005- 06 and remained
one of the fastest growing economies of the world. Strong growth in the GDP, increased air
connectivity, positive steps to improve infrastructure and more liberalized foreign investment
policies have contributed to strong demand for hotel accommodation in most cities. The Indian
hospitality industry is now one of the world's fastest growing. Promotional efforts by the
Government have succeeded in communicating the 'Brand India' message worldwide. The
"Incredible India' campaign, the launching of several innovative schemes like 'Atithi Devo
Bhava', 'Priyadarshini' and 'Rural Tourism' has enabled India to emerge fifth among the world's
tourist hot spots. On the domestic front also, domestic travel is booming with the emergence of
low cost carriers.

The growth in the economy and the industry augurs well for your Company and it gives me pride to
share with you the success that has been possible with your support.

The hotel industry in India is witnessing a new high inall respects. Tourist arrival, occupancies and_

room rates have touched an all time high. Success of "Incredible India" campaign, introductionof *

low cost airlines, growing infrastructure thrust by the government and India's emergence as an
outsourcing hub has led to a 13.2% surge in foreign tourist arrival in calendar year 2005 over the
previous year.

The future is upbeat for the hotel industry and I am confident that our investment and strategic
efforts will yield rich rewards for all our stakeholders. Buoyed by the overall performance of the
industry, your Company has charted out a course for further penetration in the industry.



To meet future demand trends and to ensure optimal market share, your Company has embarked on
an ambitious project of setting up a hotel at Goa. In addition to the management of the current
hotels located at Mahabaleshwar and Goa, KOTAWALA has acquired a hotel at Calangute Beach,
Goa. We are constructing a Four Star hotel in Goa which should be ready by 2008. We have acquired
a hotel at Goa, Sunflower Beach Resort. This is our first owned hotel. Inaddition to that, we plan
to take up another two hotels for management by the end of the current financial year.

Medical & Cultural Tourism: The recent years have witnessed a significant growth in the medical
tourism industry; Kotawala proposes to avail of this opportunity by entering into strategic alliance
with the leading hospitals in Goa, Maharashtra and Gujarat for offering rooms to patients arriving
from abroad during their convalescence. We will offer heritage packages to tap the cultural
tourism market.

Indiais witnessing resurgence of the middle class and today the change in the lifestyle of the large
group has literally translated into a greater business opportunity for our industry. Eating out has
become a regular feature for families. Recognising this, KOTAWALA plans to take over a chain of
specialty restaurant with presence in Mumbai, Pune, Goa, Bangalore, Chennai, Kolkata and
Hyderabad. KOTAWALA proposes to set up 45 restaurants over the next two years at major
locations, spread over India and overseas, thus striving at being an international brand.

Better road connectivity and perpetual rush at the railway booking counters has lead to the
popularity of road travel. Today we have luxurious bus services and travel by road oyer short
distance is the preferred mode of transport. Your Company has acquired Volvo buses and plans to
acquire Mercedes buses in the next phase during the current year. We shall start operating bus
services from the current financial year. KOTAWALA has forged strategic alliances with Neeta
Travels, and Konduskar Travels for booking and reciprocal seat arrangements.

It shall be our endeavor to build sustainable value for our shareholders over the coming years. I am
confident that with your continued support your Company will achieve the desired growth and

market leadership.

With my best wishes to all of you

S. N. Sharma
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Directors! Report

Your Directors have the pleasure in presenting the 16" Annual Report along with the
Audited Annual Accounts for the year ended 31" March 2006 and report that

Performance ofithe Co_m_pan.y

Your Company's performance for the year 2005- 06 is as summarised below:

(Rs. in lacs)
Particulars 2005-06 2004-05 2003-04
Income 1009.11 462.30 377.29
Expenditure 676.83 393.48 347.39
Profit before Tax 332.27 68.82 29.90
Profit after Tax 315.14 63.08 18.18

The overall income from operations increased by 113% from Rs. 453.56 lacs in 2004-05 to Rs.
968.57 lacs in 2005-06. While income from tourism industry segment increased by 146 % from
Rs. 111.98 lacs in 2004-05 to Rs. 275.69 lacs in 2005-06. The percentile increase in Profit before "
Taxwas382%. !
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Industry Strucure: It is Kotawala's endeavor to continuously explore opportunities for
growth by synergising and blending its multiple core competencies to create new
epicenters of growth. )

Travel and tourism is already the largest industry in the world that earns over US $ 3700
billion in revenues and continues to grow rapidly. This sector provides the
highest -potential for generating employment per unit of investment and has a very large
multiplier impact on the economy.

Moreover, this sector generates US $ 3 billion in foreign exchange earnings for India,
at a time when tourist arrivals in India are a fraction of their potential. If India's share
of world tourism grows from the current 0.3% to 1%, it will call for investments
upwards of Rs. 20,000 crores in the accommodation sector alone, indicative of the
size of the opportunity in this sector.

Outlook and Opportunities: It is with this in the background that Kotawala has made the
decision to concentrate on tourism related activities. Be it in the form of setting up its
ambitious project at Goa, entering into the franchise arrangement with Little Italy the
chain of restaurants, or entering into the travel business.

Segment wise Performance: Segment wise results and capital employed are set out in
the Annual Report.

Risks and Concerns: Though the hotel industry has been given the status of infrastructure
for séme of the incentives u/s 10 (23) G of the Income Tax Act, 1961, it is imperative that
it is treated at par with infrastructure sectors and granted full tax benefit u/s 80="IA of
the Income Tax Act to give a boost to the growth of the industry, so as to meet the
growing shortfall of hotel rooms in the country.

Lack of recognition for the industry, despite being one of the biggest generators
of employment is a hurdle in the path of growth for the industry. The industry is
susceptible to both political as well as natural disturbances.

Internal Control Systems: The Company has in place adequate systems of internal
control to ensure compliance with policies and procedures. Internal audit of all the units
of the Company are regularly carried out to review the internal control systems. The internal
audit report along with implementation and recommendations contained therein are
constantly reviewed by the Audit Committee of the Board.
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Human Resources: Human resource is a valuable asset at Kotawala and the Company
endeavours to provide an environment that each employee is motivated to contribute
his best to achieve the Company's goals.

Cautionary Statement: Statements made in the Management Discuss on and analysis

describing the Company's objectives, projections, estimates, predictions and expectations
& pany Pproj P p )

may be 'forward looking statements' within the meaning of applicable securities law and
regulations. Actual results might differ materially from those either expressed or implied.

Dividend

Your Directors recommend a dividend of 10% (Rs. 1.00 per equity share of Rs. 10/- each.)
Aggregating to Rs. 57.57 lacs (including tax) for the year ended 31" March, 06.

ParticularsofS Employees

The particulars of employees as prescribed by the Companies (Particulars of Employees)
Rules, 1975 are not applicable to the Company, as the Company has not employed any
employee whose salary exceeds Rs. 24,00,000/ - annum or Rs. 2,00,000/ - per month.

AdditionalfinformationirequirediunderdheGompanies)((Disclosure
of p'ffrticulars initheiReportiofitheiBoard i@ irectors) iRules)d 988:

a. Conservation of Energy: Energy conservation efforts in the Company are bgmg
pursued on a continuous basis. Close monitoring of power consumption is
maintained to minimize wastage and facilitate optimum utilization of energy.
Regular maintenance and repairs of all the equipment and machinery is carried out
to ensure optimum efficiency.

b. Technology absorption:The Company being in the financial and hospitality
industry, its activities do not involve any technology absorption or expenditure
on research and development.

c. Foreign exchange earnings and outgo : The Company did not earn and spend
any foreign exchange.

-
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iPublic. Deposits

During 2005-06, your Company has not accepted any deposits from the public within
the meaning of Section 58A of the Companies Act, 1956.

Corporate \Governance

Certificate of the auditors of your Company regarding compliance of the conditions
of Corporate Governance as stipulated in Clause 49 of the listing agreement with
stock exchanges is enclosed.

Your Company has been practicing good corporate governance over the years.

The Board of Directors supports the broad principles of corporate governance. In addition to the
basic governance issues, the Board lays emphasis on transparency, accountability and integrity.

Auditors

- M/s SKPatodia & Associates, Chartered Accountants, Mumbai, retire as auditors of

the Company and have given consent for their reappointment. The Board recommends
theappointment.

Auditor/s Report

Observations made in the report are self explanatory and do not call for any further comments
oty under Section 217 (3) of the Companies Act, 1956.

-

ResponsibilitySStatement

The Directors confirm:
a)  That in the preparation of the annual accounts, the applicable accounting

standards have been followed and that no material departures have been made
from the same;

b)  That they have selected such accounting policies and applied them consistently
and made judgments and estimates that are reasonable and prudent so as to give a
true and fair view of the state of affairs of the Company at the end of the financial year
and of the profits of the Company for the period;

;*' J ...LooKing Beyond Horizons

R S————




; J ...Looking Beyond Horizons

¢)  That they have 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 the Company and for preventing and detecting
fraud and other irregularities.

d)  Thatthey have prepared the annual accounts ona going concern basis.

i ST R
SYAppreciation S

Your Directors wish to place on record their appreciation to the employees at all levels
for their hard work, dedication and commitment. The enthusiasm and unstinting
efforts of the employees have enabled the Company to achieve remarkable growth.

For and on behalf of the Board

S.N. Sharma

Managing Director

Yy

Place : Mumbai
Date : 26th June 2006
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Corporatef Governance

A report on Corporate Governance, pursuant to Clause 49 of the Listing Agreement,
isas given below:

Philosophy of the company's on code of corporate goverance:

In order to ensure sustainable returns to all stakeholders of the business, it is essential,
especially for large organization, to adopt & follow certain policies, procedures and
processes, which together constitute a “Code of Corporate Governance”. While practicing
good corporate governance, the company strives to communicate externally in a truthful
manner the material developments and its financial performance accurately ina timely and
meaningful manner without compromising its legitimate commercial interests. The
Company is committed to transparency in its dealings, efficiency and quality in services,
utmost integrity in its conduct and total compliance with regulatory norms.

Board of Directors
Composition: The Board of Directors of the Company, headed by a non- executive

Chairman, consisted of the following Directors, as on March 31, 2006 categorised as
indicated:

a)  Non- executive Directors
i. Promoter Group Mrs M S Sharma

ii. Independent Mr. Sushil Jain
' Mr. S K Kulhari
Mr. S K Sitani
Mr. Pawan Drolia (w.e.f. 03/12/2005).
Executive Directors e T
i. Managing Director Mr. S N Sharma
ii. Executive Directors: Mr. Sandeep Sharma
Equity Shares held by Directors
Mr S N Sharma 766700
Mrs M S Sharma 190100
Mr Sandeep Sharma 51700
Mr S K Kulhari 100138
Mr Pawan Drolia 49900

S —————
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Attendance at Board Meeting and Last A.G.M. and details of Membership of
Directors in other Boards and Board Committees

Details of Board Meetings held during the year 2005-2006

During the financial year 2005-06, the Board met seven times on: 30" April, 2005; 7" June, 2005;
30" July , 2005; 30" September, 2005; 30" November, 2005, 3“ December, 2005; and 31" January,
2006 the details of which are as presented below:

Composition and Category of Board of Directors:

) No. of Board/ Committees
Name of Director Category Attendance at (Other than
Kotawala (India) Ltd.)
BM Last | pecioe | Chairpeson | - Member
AGM held on
31.10.06
Mr. SN Sharma Managing Director VA Yes . =
Mrs. M S Sharma Non Executive Director 7 Yes - -
Mr. Sandeep Sharma | Executive Director i Yes - -
Mr. S K Kulhari Independent Director 7 Yes - -
Mr. Sushil Jain Independent Director 7 Yes - -
Mr. SK Sitani Independent Director 7 Yes 2 -
Mr. Pawan Drolia Independent Director 2 No it -
appointed on (3/12/2005)

Audit Committee:

The Audit Committee of the Company comprises Three Members of whom, two are Non-
Executive Independent Directors. The composition of the committee is— Mr. S. L. Sitani

(Chairman), Mr. Sushil Jain (Member), Mr. Sandeep Sharma (Member).
The quorum of an audit committee meeting is two members personally present. All the

members of the committee have financial knowledge within the meaning of the explanation to

Clause 49 (Il) (A) of the Listing Agreement.
The terms of reference of the Audit Committee are in accordance with those specified in Clause

49 of the Listing Agreement and Section 292A of the Companies Act, 1956.

RemunerationiCommittee’:

. Remuneration committee was constituted to recommend/ review the remuneration package of
the Managing/ Executive Director(s). As required under clase 49 of the Listing Agreement. The
Board of the Company had constituted a Remuneration Committee, comprising three Non
Executive Independent Directors.

Non-Executive Director: Non-Executive Directors have not been paid any sitting fees for

attending Board and committee meetings.



