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DIRECTORS� REPORT
To:

ALL MEMBERS OF PRIZE PETROLEUM COMPANY LIMITED

On behalf of the Board of Directors of your Company, it is my privilege to
present the 11th Annual Report on the working of the Company along with
Audited Statement of Accounts for the financial year ended 31st March,
2009.

OPERATIONS:

Field Operations:

The status of field�s operation has been as under:

(a) Onshore fields

The total Crude Oil production during the current financial year was 46,926
barrels with a cumulative production of 1,63,578 barrels from Hirapur field
and 1,167 barrels with a cumulative production of 9,128 barrels from
Sanganpur field.

Plan for the Work-over operations to be carried out in Hirapur Field in
second quarter of 2009-10 are in progress. 3D seismic survey has been
carried out in Hirapur block (area 10.8 sq.km) by Geophysical team of
ONGC. The area has been covered with 20m*20m bin size and 56 fold. The
processing and interpretation of the acquired data is being carried out. The
final result is expected by second week of May-June, 2009. The final
interpretation will be incorporated in deciding future well locations.

The Final Development Plan (FDP) of Hirapur field was submitted to ONGC
and on its advice FDP was vetted by an independent consultant. FDP was
presented in IV MMC meeting at ONGC, Ahmedabad on 28th January, 2009.
ONGC approved the FDP in-principle.

ONGC served Notice dated 16th October, 2008 for termination of Contract
Nos. MR/WOB/MM/IND/SC/RES/14/2003/EY-143 and /EY- 144 for
development of West Bechraji and Khambel Onshore Marginal Fields for
not fulfilling contractual obligations under Article 31.3(i) of the contract.
Suitable reply was sent to ONGC with reasons for delay in work-program
and requesting ONGC to re-consider it�s above decision.
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On completion of notice period, Letters of termination of service contract
for Khambel and West Bechraji were received from ONGC on 4th Feb 2009.
Representations were submitted to CMD, ONGC against this termination
and invocation of bank guarantees. ONGC went ahead and Rs1.38 Crores
was paid out against the two bank guarantees on 11th Feb 2009. Arbitration
notice was issued to ONGC on 4th March, 2009.

In Sanganpur Field, a PSC with MOP&NG, work over was carried out in S1A
in July 2008 and Progressive Cavity Pump was re-installed. IPDS survey
was conducted in the field in August 2008. Findings of this survey indicated
marginal presence of oil in the field. Approved WP and Budget for the next
FY 2009-2010 was submitted to DGH.

(b) Offshore fields

The consortium of Prize Petroleum Company Ltd. (P.I. 10%), Hindustan
Petroleum Corporation Ltd. (P.I. 60%) and Trenergy of Malaysia (P.I. 30%)
had signed the Service Contract for development of ONGC offshore marginal
fields - Cluster 7.

ONGC terminated the Service Contract for Cluster-7 on 6th January, 2009
and sent notice for invocation of performance bank guarantee. Accordingly,
Rs.5.95 crores towards Performance Bank Guarantee and Rs.0.63 crores
expenses incurred, totaling to Rs.6.58 crores have been written off.

(c) Exploration fields

Your company was awarded one onshore block SR-ONN-2004/1 of South
Rewa Basin in Madhya Pradesh state along with consortium partners
Jaiprakash Associates Limited under NELP VI.  Your company is the operator
with a participating share of 10% in this block.

The exploration activity as per committed minimum work program has
been initiated after obtaining the petroleum exploration license (PEL) from
Govt. of Madhya Pradesh on 12th July, 2007.

Gravity Magnetic survey was initiated through NGRI.  40% of GM data
acquisition was completed till the end of March 2009.  Processing and
interpretation of GM data will be carried out during the financial year 2009-
10. Geological Survey Report submitted to DGH on 30th March, 2009.
Committed Work Program of the block SR-ONN-2004/1 is under progress
and the Company is committed to complete the work program on time.
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FUTURE STRATEGY

Your Company aims to acquire Exploration blocks in Category I basin and
low risk areas, Discovered blocks and Producing Properties to attain growth
and for achieving profitability in coming years.

CAPITAL

During the year, the Company has issued 5,00,00,000 (5 crores) 8%
Cumulative Convertible Preference Shares of face value of Rs.10 each to
Hindustan Petroleum Corporation Limited (HPCL). An amount of Rs.6/- per
share was called as application money which has been paid by HPCL after
adjusting advance against equity of Rs.20 crores and accrued interest of
Rs.2.56 crores thereon.

FINANCIAL RESULTS

During the financial year 2008-09, the total income earned is Rs.317.08
lacs (Previous Year � Rs.356.30 lacs). The company has incurred Loss after
tax of Rs.956.50 lacs in current year as compared to loss after tax of
Rs.211.05 lacs in the corresponding previous year.

The summary of financial statement of the company is as under:
 (Rupees in lacs)

2008-09 2007-08

Revenue from Hydrocarbons 115.11 105.32
Income from Consultancy 152.00 163.98
Interest on Fixed deposits 25.30 15.52
Other Income 24.67 71.48
Total Income (A) 317.08 356.30

Production Cost 84.16 169.52
G & G expenses 51.68 -
G & A expenses 251.85 305.68
Total Expenses (B) 387.69 475.20

Profit/(Loss) before depreciation, interest and tax (70.61) (118.90)
Less: expenses written off 1187.97 -
Less: depreciation/ depletion  61.64 77.02
Profit/(Loss)before interest and tax (1320.22) (195.92)
Less: interest 118.28 124.79
Profit/(Loss) before tax (1438.50) (320.72)
Less: Deferred tax asset & FBT (482.00) (109.67)

Profit/(Loss) after tax (PAT) (956.50) (211.05)
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Financial Statements have been prepared in accordance with the Generally
Accepted Accounting Principles (GAAP) and in compliance with all applicable
Accounting Standards and �successful efforts method� as per the Guidance
Note on Accounting for Oil & Gas Producing Activities issued by The Institute
of Chartered Accountants of India (ICAI) and provisions of the Companies
Act, 1956.

DIRECTORS

Shri Mulkh Raj Pasrija has been appointed as the Managing Director of the
Company with effect from 16th March, 2009.

Shri S. P. Singh GM E&P-HPCL was given an additional charge as CEO of the
Company effective from 1st April, 2008 till 8th December, 2008. Shri Rajan
Kapoor DGM E&P-HPCL was appointed as �Manager� and CEO of the Company
effective from 8th December, 2008 till 16th March, 2009.

As per the provisions of the Companies Act, 1956, Shri R. Kannan and K. S.
R. Prasad retire by rotation at the next Annual General Meeting and are
eligible for re-appointment.

CONSERVATION OF ENERGY AND TECHNOLOGY ASORPTION

The company has plans to conserve the gas which is being produced in the
field along with oil. The plan will be implemented once full scale field
development plans are in place and quantity of gas is sufficient for
commercial exploitation.

The in-house technical infrastructure has been upgraded with latest versions
of existing G&G and Reservoir Engineering software for carrying out in
house well modeling. The upgraded facility has been used effectively to
interpret geological and geophysical data and output were fed into simulation
software to generate reservoir models of existing assets of Prize and all
output have been incorporated in development plans of Prize onshore
fields in Cambay basis.

The company has also introduced a new technology of non damaging fluid
to prevent any reservoir damage and to increase the production from oil
bearing interval.

Following the drilling program in the onshore marginal fields during the
period from April, 2006 to March, 2009, Prize has planned and executed
work-over and well servicing jobs in the existing wells. Work-over job has
been done cost-effectively using modern rig-less method called Through
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Tubing Perforation to re-activate reservoirs down-hole. Regular well servicing
jobs have been done to enhance production and keep wells in good condition.

FOREIGN EXCHANGE

The Foreign Exchange outgo during the year was Rs.283.97 Lacs (PY
Rs.202.08 Lacs). The details of Foreign Exchange outgo are given in Note
9 (Schedule O) in �Notes forming part of Accounts�.

HEALTH, SAFETY & ENVIRONMENT

Your company is committed to maintain the high standards of health,
safety, and environment protection in its operations. To achieve the core
purpose for the highest standards of practices through a process of continual
improvement, the company has initiated the progressive implementation
of HSE management systems in all the facets of E&P activities.

The salient features of HSE Policy implementation in our operations are:

• Development of HSE Policy demonstrating its commitment towards
employees, contractors, society and the environment of operational
areas at large.

• Maintenance of high standards of HSE competency of employees &
contractors through HSE training and increased awareness.

• Ensuring that our HSE standards and practices always influence
contractors to raise their standards to meet them.

• Development of systems to monitor and measure our HSE performance
through regular audits and checking of effectiveness of control
measures being implemented time to time.

• Practice of working with statutory and government bodies in the
compliance of laws, policies, regulations and practices aimed at
improved HSE performance.

• Submission of Initial Development Plan and Waste Management Plan
along with TOR for EIA studies for EC to MOEF.

Adequate measures were taken at onshore marginal fields wherein HSE
management systems are being implemented step by step as enumerated
in HSE Plan like HSE training, work permit systems, personal protective
equipments, material safety data sheet, environmental control, occupational
health measures, safety auditing etc.
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PARTICULARS OF EMPLOYEES

The details of employees in receipt of remuneration exceeding the limit
prescribed under Section 217(2A) of the Companies (Particulars of Employees)
Rules, 1975 as amended is as under:

a. Employees who were employed throughout the aforesaid year and were in
receipt of remuneration for the said year which in the aggregate, was not less
than Rs. 24,00,000/-

Name Age Desig./ Gross Qualifition Total Date of Last
(Yr) Nature of Remun- Experie Commen Employment

Duties eration nce ce-ment held
(Rs.) (Yr) of Designation-

Employment Period for
which post

held

Shri Sankar 50 Chief 24.16 lacs B.E. 25 05.10.07 Rig Manager,
Sengupta Manager Mechanical MB Petroleum

Drilling Services LLC,
Oman - 8 years

b. Employees who were employed for a part of the aforesaid year and were in
receipt of remuneration for any part of the said year at a rate which in  the

aggregate was not less than Rs. 2,00,000/- per month.

Name Age Desig./ Gross Qualifition Total Date of Last
(Yr) Nature of Remun- Experie Commen Employment

Duties eration nce ce-ment held
(Rs.) (Yr) of Designation-

Employment Period for
which post held

Dr. 52 Chief 1.94 lacs M.Sc 26 09.03.09 Vice President
Chandra Manager (*) (Tech), PhD (E&P) Asian Oil
Sekhar Exploration Field Services,

New Delhi,
14 Month

 (*) For the period from 09.03.2009 to 31.03.2009.

Notes:
I. Gross remuneration comprises of salary, allowances, monetary value

of perquisites and the Company�s contribution to Provident Fund but
excludes contribution to Gratuity Fund on the basis of actuarial
valuation as separate figures are not available.

II. Above mentioned employee dose not hold any share of the Company.
III. Above mentioned employee is not a relative of any Director of the

Company.
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DIRECTORS� RESPONSIBILITY STATEMENT

In terms of Section 217(2AA) of the Companies Act, 1956, your Directors
state that:

(i) In the preparation of the Annual Accounts, all the applicable Accounting
Standards have been followed along with proper explanation relating
to material departures.

(ii) The Company has 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 as on 31st March, 2009 and of the Profit & Loss
Account of the company for the year ended on that date.

(iii) The Company has 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.

(iv) These Accounts have been prepared on a going concern basis.

AUDITORS

M/s. Ford, Rhodes, Parks & Company, Chartered Accountants, have been
appointed as Statutory Auditors of the Company for the financial year
2008-09.

AUDIT COMMITTEE

The Committee held two Audit Committee Meetings during the year. The
Audit Committee members are:

1. Mr. K. S. R. Prasad

2. Major General S.C.N. Jatar

3. Mr. R. Kannan

REMUNERATION  COMMITTEE

The Company has a Remuneration Committee for managerial personnel
remuneration in accordance with schedule XIII of the Companies Act, 1956.
The Committee members are:

1. Mr. K. S. R. Prasad

2. Major General S.C.N. Jatar

3. Mr. R. Kannan
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A U D I T O R�S    R E P O R T

TO THE MEMBERS OF PRIZE PETROLEUM COMPANY LIMITED, NEW DELHI

We have audited the attached Balance Sheet of PRIZE PETROLEUM

COMPANY LIMITED, NEW DELHI as at 31st March 2009, the Profit and
Loss Account of the Company for the year ended on that date and also
Cash Flow Statement annexed thereto. These financial statements are the
responsibility of the company�s management. Our responsibility is to express
an opinion on these financial statements based on our audit.

1. We conducted our audit in accordance with auditing standards generally
accepted in India. Those standards required that we plan and perform
the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

2. As required by the Companies (Auditors� Report) Order, 2003 (as
amended) issued by the Central Government of India in terms of
Section 227 (4A) of the Companies Act, 1956, we give in Annexure
hereto a statement on the matters specified in paragraphs 4 and 5
of the said order.

3. Development and depletion of producing properties on the basis of
proved, developed and producing hydrocarbon reserves are based on
in house expert�s evaluation, which we have relied upon.

4. Further to our comments in para 2 and 3 above, we report as follows:

a. We have obtained all the information and explanations, which
to the best of our knowledge and belief were necessary for the
purposes of our audit.

b. In our opinion, proper books of account as required by Law
have been kept by the Company so far as appears from our
examination of those books.

c. The said Balance Sheet, Profit & Loss Account and Cash Flow
Statement are in agreement with the books of account.
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d. In our opinion the Balance Sheet, the Profit and Loss Account
and Cash Flow Statement referred to in this report comply with
the accounting standards referred to in sub-section (3C) of
section 211 of the Companies Act, 1956.

e. Based on written representations made by all the directors, as
at 31st March 2009, and taken on record by the Company and
the information and explanations as made available, we report
that none of the directors is disqualified as on 31st March 2009
from being appointed as director under clause (g) of sub- section
(1) of Section 274 of the Companies Act, 1956.

f. Provision for deferred tax asset of Rs.8.03 Crores (Net) for
reason stated therein. (refer note number 19)

5. In our opinion and to the best of our information and according to
explanations given to us, the said account read with the notes thereon
give the information required by the Companies Act, 1956 in the
manner so required and present a true and fair view, in conformity
with accounting principles generally accepted in India:

a) In the case of the Balance Sheet, of the state of affairs of the
Company as at 31st March 2009;

b) In the case of the Profit & Loss Account, of the Loss for the
year ended on 31st March 2009 and

c) In the case of the Cash Flow Statement of the Cash Flows for
the year ended on 31st March 2009.

For Ford, Rhodes, Parks & Co.
Chartered Accountants

Sd/-
PLACE: DELHI CA A.D. Shenoy
DATE  : 21st April, 2009 Partner

Membership No.FCA 11549



13

ANNEXURE TO AUDITORS� REPORT

Referred to in Paragraph 2 of our report of even date

Re: PRIZE PETROLEUM COMPANY LIMITED, NEW DELHI

1         (a) The Company has maintained proper records showing full
particulars including quantitative details and situation of Fixed
Assets.

(b) During the year substantial portion of Fixed Assets have been
physically verified by the Management, according to the regular
programme of periodical verification in phased manner which
in our opinion is reasonable having regard to the size of the
Company and the nature of its Fixed Assets. The discrepancies
noticed on such physical verification were not material.

(c) In view of the termination of Service Contracts with ONGC in
respect of Khambel and West Bechraji fields, during the year
the Company has written off substantial part of Fixed Assets.
According to the information and explanations given to us, we
are of the opinion that the write off the Fixed Assets has not
affected the going concern status of the Company.

2 (a) As explained to us, stocks of crude oil in joint venture operations
where the company is the operator have been physically verified
by the management at reasonable intervals and stock of stores
and spare parts (excluding stock in transit and / or under
inspection with suppliers/ contractors) have been physically
verified by the management in accordance with the phased
programme of verification.

(b) With respect to the Joint Venture the inventories where the
company is not the operator, the company has accounted /
incorporated the share of inventories in the books of account
based on un-audited/ audited details available.

(c) In accordance with the information and explanations received
by us, the procedures of physical verification of inventory followed
by the management appears to be reasonable and adequate in
relation to the size of the company and the nature of its business

(d) In our opinion, the company has maintained proper records in
respect of stocks of crude oil and in respect of stock of stores
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and spare parts. No material discrepancies have been noticed
between physical and book stocks of crude oil. In respect of
stores and spare parts, the discrepancies on physical verification
noticed by the management between physical stock and book
records are not material considering the size of the company
and the nature of its business and the same have been properly
adjusted in the accounts.

3. a) During the year, the company has taken additional unsecured
loan of Rs.5 Crores (PY � Rs.15 Crores) from a Promoter company
covered in the register maintained under section 301 of the
Companies Act, 1956. The rate of interest is not prima facie
prejudicial to the interest of the company. The loan was given
as advance against equity to be converted into equity along
with unpaid / accrued interest thereon.

b) During the year, the Company has issued 5,00,00,000 (5 crores)
8% Cumulative Convertible Preference Shares of face value of
Rs.10 each to M/s Hindustan Petroleum Corporation Limited.
An amount of Rs.6/- per share was called as application money
which have been paid by HPCL after adjusting advance against
equity of Rs.20 crores and accrued interest of Rs.2.56 crores
thereon.

c) As informed to us the Company has not granted any loans
secured or unsecured to companies, firms or other parties
covered in the register maintained under section 301 of the
Companies Act, 1956.

4. In our opinion and according to the information and explanations
given to us, there are adequate internal control systems
commensurate with the size of the Company and the nature of its
business with regard to purchase of inventory, fixed assets and for
the sale of goods and services. During the course of our audit, we
have not observed any continuing failure to correct major weaknesses
in internal control system.

5.  a) In our opinion and according to the information and explanations
given to us, the transactions made in pursuance of contracts or
arrangements that needed to be entered into the register maintained
under Section 301 of the Companies Act, 1956 have been so entered.
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b) According to the information and explanations given to us, the
transactions made in pursuance of such contracts or arrangements
have been made at prices, which are reasonable having regard to the
prevailing market prices at the relevant time.

6. In our opinion and according to the information and explanations
given to us, the Company has not accepted any deposits from the
public.

7. In our opinion, the Company has an internal audit system
commensurate with the size of the Company and nature of its business.

8. The Central Government has prescribed maintenance of cost records
under Section 209 (1) (d) of the Companies Act, 1956 in respect of
Petroleum products.

We are informed that the relevant records are required to be
maintained by the Operator of the Joint Venture.

However, during the period under audit the Joint Venture operator is
not covered under the requirement to maintain Cost records as laid
down under Cost Accounting Records (Petroleum Industry) Rules 2002,
as the joint venture investment is not exceeding Rs.1 Crore and the
turnover is not exceeding Rs.10 Crores, as per the applicability criterion
laid down under the rules.

Hence in our opinion and based on the information and explanations
given to us, the company is not covered by this clause.

9.  (a) In our opinion and according to the information and explanations
given to us, undisputed statutory dues including Provident Fund,
Investor Education and Protection Fund, Employees� State
Insurance, Income tax, Fringe benefit tax, Sales tax, Wealth tax,
Service tax, Custom Duty, Excise Duty, Cess and any other statutory
dues have generally been regularly deposited in time during the
year with the appropriate authorities and there are no undisputed
statutory dues payable for a period of more than six months from
the date they become payable as at 31st March 2009.

     (b) In our opinion and according to the information and explanations
given to us, there are no disputed dues outstanding of Sales tax,
Income tax, Fringe benefit tax, Wealth tax, Service tax, Customs
duty, Excise duty and Cess that have not been deposited on account
of any dispute.
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10. The accumulated losses of the company as at 31st March 2009 are
less than 50% of the net worth of the company.

The company has incurred Cash loss during the year under review
and also during the immediately preceding financial year.

11. During the year the company has not taken any additional secured
loans from banks. In the case of repayment of loans availed in earlier
years, the company has not defaulted. The Company has not issued
any debentures.

12. According to the information and explanations given to us, the
Company has not granted any loans and advances on the basis of
security by way of pledge of shares, debentures and other securities.

13. In our opinion the Company is not a chit fund or a nidhi / mutual
benefit fund / society. Therefore, the provisions of clause 4 (xiii) of
the Companies (Auditors Report) Order, 2003 (as amended) are not
applicable to the Company.

14. In our opinion, the Company is not dealing in or trading in shares,
securities, debentures and other investments.

15. In our opinion, according to the information and explanations given
to us, the Company has given proportionate guarantees for Joint
ventures totaling to Rs.191.00 lakhs (Previous year Rs.827.08 lakhs).
The company has obtained back to back guarantees from joint venture
partner.

16. In our opinion, on the basis of information and explanations given to
us, the term loans were applied for the purposes for which the loans
were obtained.

17. According to the information and explanation given to us and on the
basis of an overall examination of the Balance Sheet of the Company,
we report that no funds raised on short �term basis have been used
for long-term investment.
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18. The Company has made preferential allotment of 5 crores Cumulative
Convertible Preference shares of Rs30 crores during the year to
Hindustan Petroleum Corporation Limited covered in the register
maintained under Section 301 of the Companies Act, 1956.

19. On the basis of records made available to us, the company has not
issued any debentures.

20. The Company has not raised any money through a public issue during
the year.

21. Based upon the audit procedures performed for the purpose of
reporting the true and fair view of the financial statements and on
the basis of information and explanations provided by the
Management, we report that no fraud on or by the Company has been
noticed or reported during the course of our audit.

For Ford, Rhodes, Parks & Co.
Chartered Accountants

Sd/-
PLACE: DELHI CA A.D. Shenoy
DATE  : 21st April, 2009 Partner

Membership No.FCA 11549
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         As per our report of Even Date

Sd/- Sd/- For FORD, RHODES, PARKS & CO.

M.R. PASRIJA S.C.N. JATAR  Chartered Accountants

MANAGING DIRECTOR DIRECTOR

Sd/- Sd/-         Sd/-

K.S.R. PRASAD U.C. AGRAWAL CA A.D.SHENOY

DIRECTOR COMPANY SECRETARY PARTNER

M No :11549

PLACE : DELHI

DATE : 21.04.09
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SCHEDULE - O

PRIZE PETROLEUM COMPANY LIMITED

STATEMENT OF SIGNIFICANT ACCOUNTING POLICIES AND NOTES FORMING PART OF

ACCOUNTS

I. SIGNIFICANT ACCOUNTING POLICIES

1. Basis of Accounting:

1.1 The financial statements have been prepared to comply in all material aspects in

respect with the Notified Accounting Standards by companies Accounting Rules,

2006 and the relevant provision of the Companies Act, 1956.

1.2 Financial statements are based on historical cost and are prepared on accrual

basis, except where impairment is made and revaluation is carried out.

1.3 Accounting policies have been consistently applied by the Company and are consistent

with those used in the previous year.

1.4 The Company generally conforms to the internationally accepted �Successful Efforts

Method� (SEM) of accounting read with the guidance note on �Accounting for Oil &

Gas producing activities� for carrying out petroleum operations and evaluation of

prospects for Acquisition Targets.

2. Use of Estimates:

The preparation of financial statements in conformity with generally accepted accounting

principles requires management to make estimated and assumption that affect the

reported amount of assets and liabilities and disclosure of contingent liabilities at the

date of financial statements and the results of operation during the reported period
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end. Although these estimates are based upon management�s best knowledge of current

events and actions, actual results could differ from these estimates.

3. Revenue Recognition:

Revenue from Crude Oil and Natural Gas is recognized on transfer of custody to the

concerned. Revenue from Crude Oil and Gas produced from exploratory / developing

wells in the development areas is deducted from expenditures on such wells. Production

is recognized as dry crude received at delivery point after adjusting bottom sediments

and water contents.

4. Geological and Geophysical Expenditures:

Expenditures other than tangible assets, and equipment & facilities deployed in relation

thereto on which usual depreciation allowance is admissible, are expensed in the year

of incidence.

5. General and Administrative Expenses :

General and Administrative expenses are allocated to successful bids / efforts based on

the deployment of resources in pursuing those efforts and balance are charged to

Profit and Loss Account.

6. Fixed Assets:

The fixed assets are stated at historical cost less depreciation. All costs relating to

acquisition of fixed assets till the time of commissioning of such assets are capitalized.

Borrowing cost relating to acquisition of fixed assets which takes substantial period of

time to get ready for its intended use are included to the extent they relates to the

period till such assets are ready to be put to use.

7. Producing Properties:

Producing properties are created in respect of an area/field having proved developed
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Oil and Gas reserves, when the well in the area /field is ready to commence commercial

production.

Cost of development wells, related equipments, facilities, hydrocarbon rights and

concessions and estimated future abandonment cost are capitalized and reflected as

producing properties.

8. Pre-producing Properties:

In respect of the wells pending completion of commencement of commercial production,

all the expenses incurred net of the billing raised on test production supplied are

carried forward as Pre-producing Properties.

9. Depreciation/ Amortization:

9.1 Depreciation on fixed assets owned by the Company is provided on pro-rata basis,

calculated on day basis from capitalization up to sale/ disposal or deletion during

the year under the straight-line method (SLM) at rates as specified in Schedule XIV

to the Companies Act, 1956.

9.2 In the case of furniture and vehicles provided to employees under approved schemes

of the Company, the depreciation is charged at the rates of 15% and 13.5%

respectively under the Straight Line Method as per the provision of the Scheme.

9.3 Individual items of Fixed Assets, the acquisition cost of which falls upto Rs.5000

are depreciated in full during the year.

9.4 The Company amortizes the expenses on office renovation on the basis of the

unexpired lease tenor.

10. Depletion of Producing Properties:

10.1 Producing properties including acquisition cost are depleted using the �Unit of

Production method� (UOP) based on the related proved developed reserves in

accordance with guidance note on �Accounting for Oil & Gas producing activities�.
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10.2 Interest capitalized on producing properties including acquisition cost, as required

under AS-16 (borrowing cost), are also depleted using the Unit of Production Method.

10.3 Proved and Developed Reserves of Oil and Gas are being technically assessed regularly

and are finally reviewed and estimated at the end of each year in house by following

International practices.

11. Abandonment Cost:

11.1 The full eventful estimated liability towards costs relating to dismantling, abandoning

and restoring offshore well sites and allied facilities is recognized at the initial

stage as cost of producing property and liability for abandonment cost, based on

the latest technical assessment available at current costs with the Company. The

same is reviewed annually.

11.2 Costs relating to dismantling, abandoning and restoring onshore well sites and

allied facilities are accounted for in the year in which such costs are incurred as the

salvage value is expected to take care of the abandonment cost.

12. Joint Ventures:

12.1 In respect of Production Sharing Contracts (PSCs) and Service Contracts (SCs)

executed by the Company under Joint Ventures with Govt. of India and/or other

parties; the financial statements reflect the Company�s assets and liabilities as also

the income and expenditure of the Joint Venture operations (to the extent of

available details) in proportion to the participating interest of the Company as per

the terms of the PSCs/SCs, on a line by line basis.

12.2 Adjustments are made in the year in which the audited accounts of respective

Joint Ventures are received, if applicable.

12.3 Interests capitalized on loan funds utilized in Joint venture projects, as required

under AS-16 (borrowing cost), are included in the value of respective joint venture
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assets and are depreciated on the same basis on which the original asset is

depreciated.

13. Retirement and Other Employees Benefits:

13.1 Employees benefit under defined benefits plans comprising of gratuity and leave

encashment are recognized based on the present value of defined benefit obligation,

which is computed on the basis of actuarial valuation using the projected unit

credit method.

13.2 Contributions to Provident Fund are made with the Regional Provident Fund

Commissioner.

13.3 Gratuity liability and leave salary to employees is not funded.

14. Foreign Currency Transactions:

14.1 Foreign currency transactions during the year are recorded at the exchange rate

prevailing on the date of the transaction.

14.2 The Foreign Currency Assets and Liabilities are translated at the exchange rate

prevailing on the balance sheet date.

14.3 Exchange rate difference, if any, depending on the nature of the expenditure are

either allocated to respective projects or are directly treated as income/ expenses

in the period they accrue.

15. Impairment of Assets:

15.1 At each Balance Sheet date, an assessment of assets is made to ascertain whether

there is any event and circumstances indicates impairment.

15.2 An impairment loss is recognized whenever the carrying amount of assets of cash

generating units (CGU) exceeds their recoverable amount.
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16. Inventory:

16.1 Closing stock of Crude Oil in unfinished condition in storage tank is not valued.

16.2 Stores and spares are valued at weighted average cost or net realizable value

whichever is lower.

17. Taxes on Income:

17.1 Provision for current tax is made in accordance with the provisions of Income tax

Act, 1961.

17.2 Fringe benefit tax is computed and accounted in line with the provision of the Act.

17.3 The Company is following Accounting Standard 22- �Accounting for taxes on income�.

The Company has provided deferred tax using the liability method based on the tax

effect of timing differences resulting from the recognition of items in the financial

statements. Based on the projections for future taxable incomes over the period

in which deferred tax assets are deductible, management believes that it is more

likely than not that the Company will realize the benefits of those deductible

differences.

18. Contingent Liabilities:

Liabilities contingent upon happening of future events are disclosed by the

way of note to the accounts.

II. NOTES FORMING PART OF ACCOUNTS

1. Contingent Liabilities not provided for:

- Outstanding Guarantees Issued by Bankers (*) � Rs.191.00 lacs.(Previous year Rs.

827.08 lacs)

- No provision for dividend on 8% Cumulative Convertible Preference Share is made

in view of losses which amount to Rs. 4.60 lacs.
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- The estimated amount of contracts remaining to be executed on Capital Account

and not provided for in the Accounts Rs. 130.38 lacs (Previous year � Rs. 16.16

lacs)

(*) Considered net of back to back guarantees amounting to Rs.69.50 lacs from Joint

Venture partner.

2. Costs relating to unsuccessful bids amounting to Rs.10.88 lacs (Previous year Rs. Nil)

have been expensed during the year, which includes Rs.5.00 pertaining to prior period.

3. Joint Venture Operations:

In compliance of Accounting Standard 27 on �Financial reporting of Interests in Joint

Ventures�, a brief description of Production Sharing Contracts (PSCs) and Service

Contracts (SCs) under joint venture contracts entered into by the Company are given

below:

a. ONGC Onshore Marginal Fields

The Company along with M/s Aban Loyd Chiles Offshore Limited was awarded three

Service Contracts dated 28th April, 2004, for development of ONGC�s onshore marginal

oil fields viz. Hirapur, Khambel and West Bechraji. The Company is the executing

contractor and its participating share is 50%.

During the year 2007-08, M/s Aban Loyd Chiles Offshore Limited proposed to transfer

its entire 50% stake in this joint venture in favour of M/s Valdel Oil and Gas Private

Limited, Bangalore (Valdel). The Company issued No Objection Certificate/Letter (NOC)

dated 13th July, 2007 in line with the provisions of Joint Executing Agreement (JEA).

The NOC is subject to certain terms and conditions and also subject to approval of

ONGC limited. The Joint Executing Agreements were signed between the Company

and Valdel on 24th October, 2007 and a copy of the same has been submitted to ONGC.

Valdel has complied the terms and conditions.  Since ONGC�s approval for induction of
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Valdel was not forthcoming, a separate Agreement is to be executed with Valdel, the

terms and conditions of which are yet to be finalized.

Vide letters dated 16th October, 2008 ONGC issued 90 days termination notices under

the Service Contracts in respect of Khambel and West Bechraji. The letters were

responded on 1st December, 2008. ONGC officials did not favorably respond to our

representation. ONGC terminated the Contracts on 4th February, 2009 and invoked the

bank guarantees (Rs.63.08 lacs for Khambel and Rs.75.83 lacs for West Bechraji). The

Companies bankers paid the money on 11th February, 2009, and recovered 50% share

from Valdel�s banker. The option of arbitration provided in the Service Contract was

exercised and Arbitration Notices dated 4th March, 2009 were sent to ONGC. Amounts

of Rs.481.92 lacs for Khambel and Rs.47.74 lacs for West Bechraji including Company�s

share on bank guarantee amount have been written off and charged to P&L Account in

the current year. The Service Contract with respect to Hirapur field is still operating

and the Company is making good progress therein.

Out of five wells in Hirapur field, the Company had capitalized three wells on their

successful completion as of F.Y. 2007-08. During the current year, Commercial Production

has started from well H#2 and the total cost amounting to Rs. 116.51 lacs is capitalized.

In respect of the wells pending completion of commencement of commercial production,

all expenses incurred net of the billing raised on test production supplied to ONGC Ltd

are carried forward as Pre Producing Properties. Unsuccessful work-over expenses, if

any, are charged off in the year of incurrence.

The Company�s share of assets and liabilities as at 31st March 2009 and the Income,

expenditure for the year in respect of above joint venture is as follows:
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   Rs in Lacs

Particulars 2008-09 2007-08
A Gross Fixed Assets 102.39 55.15

B Gross Producing Properties 582.24 520.87

C Pre-Producing Properties 306.99 905.02

D Current Assets (*) 89.21 97.58

E Current Liabilities & Provisions 8.88 29.48

F Income � Revenue from Crude Oil 89.86 81.84

G Expenditure (**) 447.27 188.53

(*) Includes advances to joint venture

(**) Includes expenses written off amounting to Rs.337.05 lacs in the F. Y. 2008-09.

b. Sanganpur Field

The Company acquired 50% share in Sanganpur project of M/s Hydrocarbon Resources

Development Company Pvt. Ltd. (HRD) effective 1st September, 2004. Accumulated

losses prior to acquisition of Sanganpur Project amounting Rs.1.18 Crores have been

included in Sanganpur Project Assets. The Company has accounted its proportionate

share in the Sanganpur project based on un-audited accounts as of 31st March, 2009

made available to the Company by the Operator.

The Company�s share of assets and liabilities as at 31st March 2009 and the Income,

expenditure for the year in respect of above joint venture is as follows:

Rs. in Lacs

2008-09 2007-08

A Assets 57.68 57.68

B Gross Producing Properties 502.00 440.07

C Current Assets (*) 33.14 18.48

D Current Liabilities & Provisions 4.95 4.23

E Income � Revenue from Crude Oil 25.25 23.57

F Expenditure 22.33 26.34

   (*) Includes advances to joint venture

As per the terms of the Sanganpur Production Sharing Contract, the applicable price

for Crude Oil produced and saved from the oilfields is ascertained from Platts Oilgram

daily Publication for the previous month. Accordingly the invoices have been raised by

the operator at the rates applicable in accordance with the -Crude Off-take and sale
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Agreement (COSA) with the Indian Oil Corporation Ltd. The Company is recognizing its

participating share in the entire sales of Crude Oil during the year by the operator. An

amount of Rs. 32.69 lacs (Rs. 25.12 lacs) is outstanding from IOC towards 30% of billed

Amount.

c.  ONGC Offshore Marginal Fields (Cluster-7)

The Company along with Consortium members, M/s Hindustan Petroleum Company

Limited (HPCL) (PI - 60%) and M/s Trenergy (PI � 30%) was awarded a Contract vide

letter of award dated 31st March, 2006 for the development of ONGC�s offshore

marginal Oilfields viz. B -192, B - 45 and WO � 24. The Service Contract for Cluster-7

was signed on 27th September, 2006 between ONGC and Consortium members. The

Company is the Executing Contractor and its participating share is 10%.

The Company received notice from ONGC for termination of Service Contract for

Cluster � 7 date 4th September, 2008 under the terms/provision of Service Contract on

charge of non fulfillment of contractual obligation/commitment by the Consortium.

Accordingly Rs.5.95 Crores toward Performance Bank Guarantee and Rs.0.63 Crores

being incurred expenses, totaling to Rs.6.58 Crores have been written off.

d. SR � ONN � 2004 / 1 (South Rewa Block):

The Company along with Consortium member M/s Jaiprakash Associates Limited (PI -

90%) were awarded a Production Sharing Contract (PSC) for the SR-ONN-2004/1 block

vide letter dated 12th February, 2007 of Ministry of Petroleum & Natural Gas (MOP &

NG) under NELP � VI round. The Company is the executing contractor and its participating

share is 10%. The PSC was signed on 2nd March, 2007.

The Company is following �Successful Efforts Method as per Guidance Note for accounting

of Oil and Gas Producing Activities. Expenditures relating to exploration activities are

charged off to Profit & Loss Accounts in line with Guidance Note. The Company has
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accounted its proportionate share in the SR-ONN-2004/1 project based on un-audited

accounts as of 31st March, 2009.

The Company�s share of assets and liabilities as at 31st March, 2009 in respect of above

joint venture is as follows:

Rs. in Lacs

2008-09 2007-08
A Fixed Assets 0.08 0.05

B Pre-producing Properties 0.69 11.22

C Current Assets (*) 15.22 9.13

D Current Liabilities 0.10 0.12

E Expenditure 40.80 -

     (*) Includes advances to joint venture

4. Managerial Remuneration

Remuneration paid: (*)

Rs. In Lacs

2008-09(**) 2007-08
Salaries and Allowances : 3.43 19.48

Contribution to Provident Fund 0.28 1.31

Perquisites 0.17 1.09

(*)  Excludes provision on gratuity and leave salary liability.

(**) Part of the year for two managerial persons.

5. Estimated Hydrocarbon Proved Reserves as on 31st March, 2009 in the Oil fields are

as Follow:

5.1 At Hirapur and Sanganpur (On-shore Marginal Fields) are as follows:

Particulars  (In Million Barrels)

Original Oil in Place 23.21

Recoverable Reserves 3.32
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6. Quantitative Particulars of Petroleum:-

Quantity in Barrels

Particulars Total Production (Dry Crude)

2008-09 2007-08

Hirapur Field 46926 49123

Sanganpur Block 1167 1426

TOTAL 48093 50549

7. During the year, the Company has earned Rs. Nil In foreign exchange. (Previous Year

� Rs. Nil).

8. Exchange difference amounting to gain of Rs.0.05 lacs has been accounted under

Profit and loss account. (Previous Year � loss of Rs.0.52 lacs).

9. Expenditure in Foreign Currencies :

Rs. In Lacs

2008-09 2007-08

Foreign Travel 2.22 0.96

Consultancy Fees/Reimbursements etc. 281.75 136.00

Capital Equipments, Spares, Consumables etc, 0.00 65.12

(a) Represents the exact value of foreign exchange outflow,

(b) Includes share of the Company and its consortium partner(s) and,

(c) Excludes expenses payable of Rs.12.69 lacs.

10. Tax deducted at source from interest income on Fixed Deposits is Rs.3.63 lacs.

(Previous Year Rs.3.20 lacs).

11. The Company had availed term loan of Rs 6.25 Crores from Development Credit

Bank Limited (DCBL) under fund-based facilities till 31st March, 2007, repayable in 5

years inclusive of moratorium of 15 months. During the year a sum of Rs. 1.66

Crores (Previous Year Rs. 1.02 Crores) have been paid towards loan and outstanding

balance as of 31st March, 2009 is Rs.3.57 Crores.
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The Bankers have also issued guarantees totaling to Rs.785.80 Lacs during the year

(Previous Year Rs.827.08 Lacs). The Company has not availed any fund based facility

sanctioned from Corporation Bank during the year.

The Company has availed a sum of Rs. 20 Crores from M/s Hindustan Petroleum

Corporation Limited (HPCL) towards Advance against Equity (Rs.10 Crores at interest

rate of SBI PLR plus 1%) and accrued interest thereon was Rs.2.56 Crores as of 28th

February, 2009. This amount was adjusted against issuance of Cumulative Convertible

Preference Shares during the year.

12. The Company has issued 5 Crores, 8% Cumulative Convertible Preference Share of

face value of Rs.10 each to HPCL after obtaining approval of Shareholders of the

Company in the Extraordinary General Meeting held on 27th January, 2009. An amount

of Rs.6.00 per share was called as application money from HPCL which has been paid

on 23rd March, 2009. The net cash inflow was Rs.7.44 Crores after adjusting Rs.20.00

Crores paid as Advance against Equity and Rs.2.56 Crores as interest accrued thereon.

The above said shares has been allotted to HPCL which are convertible at any time on

the giving of 30 days notice in writing to the Company or 5 years from the date of

issue, whichever is earlier.

13. Current liabilities include Rs. Nil towards recoveries from employees covered under

the vehicle policy as per the scheme of the Company. (Previous Year Rs.0.48 Lacs)

14. Information as per Accounting Standard (AS) 18 �Related Party Disclosures�.

14.1  Related Party relationships:

         Name of the related party Relationship

1. Aban Loyd Chiles Offshore Limited. Consortium Partner

2. Hydrocarbon Resources Development Pvt Ltd.

3. Trenergy, Malaysia

4. Jai Prakash Associates Limited.

5 Valdel Oil & Gas Private Limited

6. Hindustan Petroleum Corporation Ltd. Promoter /

Consortium Partner
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14.2 Key Management Personnel:

a) Mr. M. R. Pasrija Managing Director (from 16.03.2009)

b) Mr. Rajan Kapoor Manager (Till 15.03.2009)

14.3 Transactions during the period with related parties are:      (in Rs./Lacs)

Particulars Consortium Partner/ Kay M.ment Total

Promoters Personnel

Consortium Partner 862.88 - 862.88

/Promoters (1882.00) (1882,00)

Remuneration to - 3.88 3.88

Managing Personnel (21.88) (21.88)

Amount 20.11 (Cr.) - 20.11

outstanding (1635.72) (Cr.) - (1635.72) (Cr.)

Figures in brackets indicate previous year data.

15. Auditors Remuneration includes: (*)

  Rs in Lacs

2008 � 09 2007 � 08

Audit fees (Including tax audit fee) 0.60 0.60

Other Professional services 0.05 0.85

Reimbursement towards out of pocket expenses 0.24 0.20

TOTAL 0.89 1.65

(*) Corporate audit fee only.

16. Included under Cash and Bank Balances, balance held as margin money towards

Guarantees issued � Rs. 59.37 lacs, (Previous Year- Rs. 106.96 lacs)

17. Disclosures as required by Accounting Standards 19, �Leases� are given below: -

Where the Company is a lessee:

(i) The Company has taken residential and office premises under leave and license

agreements. The lease period extends between 11 months and 2-3 years under

leave and license. The Company has given refundable interest free security deposits

under said agreements.

(ii) Lease payments are recognized in the Profit & Loss Account under �Rent�
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(iii)The future minimum lease payments;

i. Not later than one year � Rs. 68.95 lacs (Previous year Rs.61.23 lacs)

ii. Later than one year and not later than five years- Rs.24.73 lacs.(Previous year �

Rs.85.05 lacs).

18. As the Company has incurred book losses during the financial year, there was no

tax liability under Section 115JB of the Income Tax Act, 1961 and as such no

provision for taxation required. Provision for Fringe Benefit Tax has been made in

the accounts, net of share of consortium members in the joint ventures.

19. Deferred Tax Assets / Liability:

19.1 The Company has been incurring losses continuously, due to various reasons and

the accumulated losses as of 31st March, 2008 amounted to Rs9.26 Crores. According

to Accounting Standard Interpretation on account of taxes it is not prudent to

provide for deferred tax assets unless there is virtual certainty of future profit.

The management has reviewed the position and has drawn action plan to stop

incurring losses and earn considerable surpluses in coming years. The management

is confident in recouping the past losses in a short period of 3 to 4 years. In view or

above, provision for deferred tax assets for the year has been considered.

19.2 Major Components of deferred tax assets/liabilities arising on account of timing

difference are:

Rs in Lacs

As at 31/3/08 For the year As at 31/03/09
2008-09

Deferred Tax Asset      

Disallowable u/s 43B and others (0.02) 2.30 2.28

Business Loss 288.23 461.34 749.57

Depreciation Loss 298.10 119.53 417.63

Total 586.31 583.17 1,169.48

Deferred Tax Liability
Depreciation Differential 267.76 98.57 366.33

Net Deferred Tax Asset 318.55 484.60 803.15
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20. In the management assessment there is no impairment to any Cash Generating

Units as at March 31, 2009. (AS-28).

21. Employee Benefits:

Effective 1st April, 2008, the Company has adopted AS-15 (Revised 2005) for

employee�s benefits. Consequent to the adoption, the following disclosure related

to accounting etc, are made as far as practicable under AS-15 (revised 2005)

requirement.

21.1 Defined Contribution Plans,

The Company�s contribution to provident fund is recognized and included in

�Manpower Cost� in Schedule-N to Profit & Loss Account.

21.2 Defined Benefit Plans,

The present value of obligation in respect of gratuity and leave encashment is

determined based on Actuarial Valuation using the Projected Unit Credit method.

Amount recognized and included in Schedule-K to the Balance Sheet.

22. Closing stock of unfinished Crude Oil is not valued.

23. During the year, the Company has capitalized borrowing cost of Rs. 77.78 Lacs

(Previous year- Rs. 92.08 Lacs) in accordance with requirements of AS-16.

24. Other income includes recovery of HO Overheads from Joint Ventures as per Joint

Executing Agreement. The related expenditures are disclosed as part of General

and Administrative in the Profit and Loss Account.

25. Previous year figures have been regrouped / reclassified wherever necessary to

make them comparable with current year figures.

         As per our report of Even Date

Sd/- Sd/- For FORD, RHODES, PARKS & CO.

M.R. PASRIJA S.C.N. JATAR  Chartered Accountants

MANAGING DIRECTOR DIRECTOR

Sd/- Sd/-         Sd/-

K.S.R. PRASAD U.C. AGRAWAL CA A.D.SHENOY

DIRECTOR COMPANY SECRETARY PARTNER

M No :11549

PLACE : DELHI

DATE : 21.04.09
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         As per our report of Even Date

Sd/ - Sd/- For FORD, RHODES, PARKS & CO.

M.R. PASRIJA S.C.N. JATAR  Chartered Accountants

MANAGING DIRECTOR DIRECTOR

Sd/- Sd/-         Sd/-

K.S.R. PRASAD U.C. AGRAWAL CA A.D.SHENOY

DIRECTOR COMPANY SECRETARY PARTNER

M No :11549

PLACE : DELHI

DATE : 21.04.09
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         As per our report of Even Date

Sd/- Sd/- For FORD, RHODES, PARKS & CO.

M.R. PASRIJA S.C.N. JATAR  Chartered Accountants

MANAGING DIRECTOR DIRECTOR

Sd/- Sd/-         Sd/-

K.S.R. PRASAD U.C. AGRAWAL CA A.D.SHENOY

DIRECTOR COMPANY SECRETARY PARTNER

M No :11549

PLACE : DELHI

DATE : 21.04.09
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To,
The Members,
Prize Petroleum Company Limited

Sub: Notice of the 11th Annual General Meeting of the Company

Dear Sirs,

NOTICE is hereby given that the ELEVENTH ANNUAL GENERAL MEETING of the members

of PRIZE PETROLEUM COMPANY LIMITED will be held on Tuesday, 2nd June, 2009 at 4.30

p.m. at the Registered Office of the Company in Jeevan Bharati  Building, Tower 1, 11th

Floor, 124 Indira Chowk, Connaught Place, New Delhi - 110 001 to transact the following

business:-

ORDINARY BUSINESS

1. To receive, consider and adopt the Audited Balance Sheet of the Company as on 31st

March, 2009, the Profit & Loss Account for the period ended on that date together

with the Reports of the Board of Directors and Auditors thereon.

2. To appoint a Director in place of Shri R. Kannan, who retires by rotation and is

eligible for the re-appointment.

3. To appoint a Director in place of Shri K. S. R. Prasad, who retires by rotation and is

eligible for the re-appointment.

4. To appoint Auditors and to fix their remuneration and in this connection, to consider

and if thought fit, to pass with or without modification, the following resolution as

Special Resolution:

�RESOLVED THAT pursuant to provisions of Section 224A and other applicable

provisions, if any, of the Companies Act, 1956, M/s Ford, Rhodes, Parks & Co. the

retiring auditors of the Company be and are hereby reappointed as the Auditors of

the Company to hold office from the conclusion of this meeting until the conclusion

of the next Annual General Meeting of the Company for auditing the accounts of

the Company for the financial year 2009-10, on such remuneration as may be mutually

agreed between the Auditors and the Board of Directors of the Company, commensurate

with the scope of the audit.�
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SPECIAL BUSINESS

5. To consider and, if thought fit, to pass with or without modification(s), the

following resolution as an Ordinary Resolution:

�RESOLVED THAT in accordance with the provisions of Section 257 and all other

applicable provisions, if any, of the Companies Act, 1956 or any statutory

modification(s) or re-enactment thereof, Shri Mulkh Raj Pasrija, who was appointed

as an Additional Director with effect from 16th March, 2009 pursuant to the provisions

of Section 260 of the Companies Act, 1956 and Article 129 of the Articles of Association

of the Company and who holds office under the said Articles up to the date of this

Annual General Meeting and who is eligible for re-appointment under the relevant

provisions of the Companies Act, 1956 and in respect of whom the Company has

received a notice in writing from a member signifying his intention to propose him

as a candidate for the office of the Director, be and is hereby appointed as a

Director of the Company not liable to retire by rotation.�

6. To consider and , if thought fit, to pass with or without modification(s), the

following resolution as a Special Resolution :-

�RESOLVED THAT pursuant to Section 198, 269, 309, 310,and Schedule XIII of the

Companies Act, 1956 and other applicable provisions of the said Act, and pursuant to

Circular Resolution no. 06/2008-09 dated 22nd January, 2009 passed by Board members,

pursuant to resolution passed in Extraordinary General Meeting held on 27th January,

2009 and subject to approval of Central Government, if any, the approval of the

Company be and is hereby accorded to the appointment of Mr.Mulkh Raj Pasrija as

the Managing Director of the company with effect from 16th March, 2009 for a

period of three years subject to annual performance review as per terms and conditions

set out in Explanatory Statement.

All members are requested to kindly make it convenient to attend the meeting.

By Order of the Board of Directors,

U. C. Agrawal

Company Secretary

Date: 20th May, 2009
Regd. Off: 11th Floor, Tower I,

Jeevan Bharati Building, Indira Chowk,

Connaught Place, New Delhi – 110 001
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NOTES:

(a) Explanatory Statement pursuant to Section 173(2) is enclosed and form part of this

notice.

(b) A MEMBER ENTITLED TO ATTEND AND VOTE AT THE MEETING IS ENTITLED TO
APPOINT A PROXY TO ATTEND AND VOTE INSTEAD OF HIMSELF AND THE PROXY
NEED NOT BE A MEMBER OF THE COMPANY.

(c) The instrument appointing a proxy must be deposited at the Registered Office of the

Company not later than forty eight hours prior to the time of commencement of the

meeting.

(d) Corporate members intending to send their authorized representative to attend and

vote on their behalf at the Meeting are requested to send an instrument of proxy duly

signed by the authorized official.

(e) All documents referred to in the Notice are open for inspection at the Registered

Office of the Company during business hours.

By Order of the Board of Directors,

U. C. Agrawal

Company Secretary

Date: 20th May, 2009
Regd. Off: 11th Floor, Tower I,

Jeevan Bharati Building, Indira Chowk,

Connaught Place, New Delhi – 110 001
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EXPLANATORY STATEMENT IN PURSUANCE OF SECTION 173(2) OF THE COMPANIES

ACT, 1956

Item No. 4

Section 224A of the Companies Act, 1956 provides for the appointment or
re-appointment of Auditors at each Annual General Meeting of a Company
by a Special Resolution if not less than 25% of the subscribed share capital
of the Company is held by the institutions specified in that section i.e.
Public Financial Institution, Government Company, Central/State Government
etc. Since the Company comes within the purview of section 224A, the re-
appointment of Messers Ford, Rhodes, Parks & Co., as Auditors of the
Company is required to be made by Special Resolution.

As required under section 224 of the said Act, a Certificate has been
obtained from the Auditors stating that their re-appointment, if made, will
be within the limit specified in that Section.

None of the Directors of the Company is concerned or interested in the
resolution set out at Item No. 4 of the Notice.

Item No. 5

The Board of Directors of the Company, appointed, pursuant to the provisions
of Section 260 of the Companies Act, 1956 and Article 129 of the Articles
of Association of the Company, Shri Mulkh Raj Pasrija as an Additional
Director of the Company with effect from 16th March, 2009.  In terms of the
provisions of Section 260 of the Act, Shri M. R. Pasrija would hold office
upto the date of this Annual General Meeting.

The Company has received a notice in writing from a member proposing the
candidature of Shri Pasrija for the office of a Director in terms of Section
257 of the Companies Act, 1956. Shri Pasrija is eligible for reappointment
and shall not be liable to retire by rotation in accordance with the provisions
of article 123 of the Articles of Association of the Company.

Save and except Shri M. R. Pasrija, none of the other Directors of the
Company is, in any way, concerned or interested in the resolution set out
at Item No. 5 of the Notice.
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Item No. 6

As per Section 269 of the Companies Act, 1956, every public Company

having a paid-up Share Capital of Rs.5,00,00,000/- (Rupees Five Crores)

and above shall have a Managing or Whole-time Director or a Manager.

Such appointment is required to be made in accordance with the conditions

specified in Part I & II of Schedule XIII of the Companies Act, 1956 relating

to eligibility conditions and remuneration payable to such person.

As per the provision of section 2(26) of the Companies Act, 1956 �Managing

Director� means a director who, by virtue of an agreement with the company

or of a resolution passed by the company in general meeting or by its

Board of directors, or by virtue of its memorandum or articles of association,

is entrusted with any powers of management which would not otherwise

be exercisable by him, and includes a director occupying the position of

managing director, by whatever name called.

In terms of provisions of article 159 of Articles of Association, the company

can appoint or employ either Managing Director or Manager.

As per the recommendation of the Committee in line with provisions of

Article 123 of Articles of Association of the Company, Shri Mulkh Raj Pasrija,

former Chairman cum Managing Director of M/s Oil India Limited, was

appointed as �Managing Director� of the Company with effective from 1st

February, 2009 or on the date he takes over the charge whichever is later.

Shri Pasrija has joined as Managing Director of the Company effective from

16th March, 2009. Ministry of Petroleum & Natural Gas, vide letter dated

12th March, 2009 has given �no objection� for taking up post-retirement

commercial employment as Managing Director in the Company.

The said appointment and remuneration was subject to the approval by

the Shareholders of the Company.
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Statement as per the requirements of Part II of Schedule XIII to the
Companies Act, 1956

I  GENERAL INFORMATION

i. Nature of Industry : Exploration and Production of Crude Oil and
Natural Gas

ii. Date or expected date of : Onshore marginal fields are under
commencement of commercial production since 2006
Commercial production

iii. Financial Performance : The Company�s turnover during the year
2008-09 was Rs.317.08 lacs as against
Rs.356.30 lacs during 2007-08. The Company
at the end of financial year was having
Cumulative losses of Rs.18.82 crores.

iv. Export performance and : N.A.
net foreign exchange
collaborations

v. Foreign investment or N.A.
collaborations, if any.

II  INFORMATION ABOUT THE APPOINTEE

i. Background details : Mr. M. R. Pasrija, a Chartered Accountant by
profession is having rich experience of 32
years in the Hydrocarbon Industry of which
27 years was with Oil India Limited and 5
years was with Indian Oil Corporation Limited.
He has proven record of result oriented
leadership with operational excellence in
leading the company even in culturally diverse
environments.

ii. Past Remuneration : Basic + DA: Rs.71,073/- Per month
iii.Recognition or awards : Three Honorariums for outstanding

achievements, Best presentation award for
Annual Accounts of OIL for 1987-88, by ICAI,
Certificate of appreciation for Excellence in
Cost reduction 2003 from ICWAI, Enterprise
excellence award during 2005-06 from IIIE,
Amity leadership award, 2008 for sectoral
excellence in P& NG, TERI Corporate social
responsibility award 2006, SAP-ACE 2007
award for Customer excellence, PCRA award
2007 for Best performance in Energy
Conservation.

iv. Job profile and his suitability : Mr. Pasrija will be managing the affairs of the
Company under the superintendence, control
and directions of the Board of Directors.
Previous experience of Mr. Pasrija will
undoubtedly prove to be a valuable resource
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for the Company in his new role as Managing
Director of the Company.

v. Comparative remuneration : The proposed remuneration for Mr. Pasrija is
profile with respect to well within the existing parameters of the
industry, size of the industry.
Company, profile of the
position and person.

vi. Pecuniary relationship : N.A.
directly or indirectly with the
Company, or relationship
with the managerial personnel,
if any

III OTHER INFORMATION

i. Reasons for loss or : The Company is having Service Contract for
inadequate profits one onshore oil field and is having one field

which was awarded pre-NELP. However, the
Company has been awarded one exploration
block in onshore area in NELP-VI round. The
Commercial operations of this block will
depend upon the outcome of work program
being carried out during exploration phase.

ii. Steps taken or proposed to : The strategy now being adopted by the
be taken for improvement Company is to focus for growth in E & P area

shall be on lines i.e. Acquisition of Exploration
blocks in low risk areas, Discovered blocks and
Producing Properties.

iii. Expected increase in : The steps taken under item (i) and (ii)
productivity and profits in above may lead to increase in productivity
measurable terms and profile which at this stage cannot be

measured.

IV REMUNERATION PACKAGE AND TERMS OF APPOINTMENT

1. Period of Appointment:

Mr. Mulkh Raj Pasrija, Ex- Chairman cum Managing Director of M/s Oil India Limited shall
be appointed as �Managing Director� of the Company under the Companies Act, 1956
with effect from 16th March, 2009 for a period of three years subject to annual performance
review.

2. Salary:
Basic Pay � 72,041/- per month which is subject to pay revision and shall be in pursuant
to the provisions of Schedule-XIII of the Companies Act, 1956. Total Cost to the Company
is Rs.22.75 lacs per annum.
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3. Annual Increment:
Annual increment as per the policy applicable to the officers of Company.

4. Perquisites:
In addition to the salary the following perquisites not exceeding the overall ceiling prescribed
under Schedule XIII of the Companies Act will be provided:
(a) Medical / Group Personal Accident Insurance:

Reimbursement of medical expenses as per the policy/rules of Company.
(b) Leave / Leave Encashment:

Leave/ leave encashment as per the rules/policy of Company.
(c) Leave Fare Assistance:

LFA as per the rules applicable for the officers of Company.
(d) Housing:

House Rent Entitlement as per the policy of Company.

5. Apart from the above, Mr. Pasrija will also be entitled to contribution to Provident Fund and
Gratuity as per the rules of the Company/Statutory requirements. Provision of Telephone
facility at residence.

6. He shall be provided Company car with driver for official use.

None of the Directors of the Company are in any way concerned or interested
in the said Resolutions, except to the extent of their shareholdings.

The above statement may be regarded as an abstract of the terms of contract
or variations and memorandum of interest under section 302 of the Act.

By Order of the Board of Directors,

    U. C. Agrawal

Company Secretary
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PRIZE PETROLEUM COMPANY LIMITED
Registered Office:  11th Floor, Tower I, Jeevan Bharati Building, Indira Chowk,

Connaught Place, New Delhi � 110 001

ADMISSION SLIP

I hereby record my presence at the 11th ANNUAL GENERAL MEETING on Tuesday, 2nd

June, 2009 at the Registered Office of the Company in Jeevan Bharati  Building ,

Tower 1, 11th Floor, 124 Indira Chock,  New Delhi - 110 001.

SIGNATURE OF THE ATTENDING MEMBER/PROXY

PRIZE PETROLEUM COMPANY LIMITED
Registered Office:  11th Floor, Tower I, Jeevan Bharati Building, Indira Chowk,

Connaught Place, New Delhi � 110 001

PROXY FORM

I/We ��������������������� of ������������������������

��� in the district of �������������������� being a Member/Members

of the above Company, hereby appoint ��������������������������

of ��������������� in the district of ����������������� or failing

him�������������������� of ������������������� in the

district of ���������������as my/our Proxy to attend and vote for me/us

and on my/our behalf at the 11th Annual General Meeting of the Company to be

held on Tuesday, 2nd June, 2009 and any adjournment thereof.

Signed this���������������� day of June, 2009

Registered Folio No.:

Affix

Re 1/-

Revenue

Stamp
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FORM NO. � 22A

THE COMPANIES ACT, 1956

Consent by Shareholder for shorter notice
[Pursuant to Section 171(2)/ 219]

To

The Board of Directors

Prize Petroleum Company Limited

New Delhi- 110 001

Dear Sir,

I________________________  son of ____________________  resident of

________________  holding _______________ equity shares of Rs.10/- each  in the

Company in my own name hereby give consent, pursuant to Section 171(2) of the

Companies Act, 1956, to hold the annual general meeting on  Tuesday, 2nd June, 2009

at shorter notice.

I further give my consent in pursuant to Section 219(1) (c) of the Companies Act, 1956

to receive the copy of the annual accounts of the Company for the year ended 31st

March, 2009 which is to be laid before the 11th Annual General meeting on Tuesday,

2nd June, 2009 at a shorter notice.

Signature

Name
(In Block Letters)

Dated the ______day of June, 2009
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