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VISAKHAPATNAM-530035

DIRECTORS’ REPORT TO THE SHAREHOLDERS 2017-18

To,

The Members,

Your Directors have pleasure in presenting their 17th Annual Report on the Business
and Operations of the Company together with the Accounts for the Financial Year
ended 31st March’2018.

1) FINANCIAL RESULTS:

Your Company’s financial performance for the year under review has been
encouraging.  Key aspects of Financial Performance of VSPL for the current financial
year 2017-18 along with the previous financial year 2016-17 are tabulated below :

Stand-alone Financial Statement (Figures in
lakhs)

Particulars
(Rs. In Lakhs)

2017-18 (12 Months
ended 31.3.2018)

2016-17( 12 months ended
31.3.2017)

Operational Revenue 16,250.86 13,736.72
Other Revenue 1,385.42 1,474.49
Total Revenue 17,636.28 15,211.21
Expenditure before Interest
,Tax and Depreciation

12,174.92 10,026.86

Earnings before Interest,
Depreciation and Tax

5,461.36 5,184.35

Finance cost 2,511.19 3,124.96

Depreciation & Amortisation 1.466.20 1,411.41
Profit/Loss before Tax 1,483.97 647.97
Profit/Loss after Tax 844.21 445.72
Reserves & Surplus 1300.52 455.41
Cargo Volume in  lakhs( Tons) 71.42 63.24
Growth  %  in Turnover 17.90 10.31
Growth   % in Net Profit 88.91 151.55
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2) FINANACIAL REVIEW :

Your Company has achieved 128% increase in Profit and 13% growth in Cargo
Volume compared to previous year. This is mainly attributed to the following
factors:

a) Handling of fully laden Panamax Vessels upon completion of dredging to -16.10
Mtr at both the berth and the Inner Harbour.

b) Change in operational strategies – adopting competitive pricing vis-à-vis
competing Port terminals to attract more cargo ..

c) Hook point delivery i.e. attracting stevedores of the Vizag Port to migrate to VSPL
and take delivery of Cargo immediately after discharge to augment volumes.

d) signing of 3 years take or pay Contract w.e.f. August’17 with SAIL for a
committed volume of 6.0 MnMts.

Following features of our Operations in the year under review are noteworthy :

 All time Cargo Handling in One Financial Year 7.1 MMts.
 Record Cargo Handling Volume of 8.79 lakhs Mts in Jan’18.

1. Future Outlook and Investment Programme:

a.) In view of the competition scenario, your company is not able to recover the
additional transportation cost for shifting the cargo from the Company’s terminal to
the 30 Acres plot at EXIM Park allotted by VPT w.e.f. 29.7.2015. The lease rentals
were substantially increased by VPT based on market value of the lands as per the
Land Policy Guidelines 2014 of the Government. Hence, as a prudent measure, your
Company has surrendered 21 Acres of Land out of 30 Acres occupied , w.e.f. 1.4.2017
and represented to the VPT for allotment of 20 Acres of land in the vicinity of the
terminal.  Your Company has been given allotment letter for additional land of 1.84
acres just adjacent to the VSPL Terminal based on e-auction and the said area will be
occupied for use by June’18.

b.) your company has given a big thrust to its Marketing activities by strengthening
the marketing team and monitoring their performance based on customer wise
specific targets. Customers are classified into Anchor, Target and non-Anchor
customers for specific focus by each Marketing team member. Your Company has
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accordingly assessed an Annual Cargo potential of 8.50 Million Tons to be achieved
in the ensuing years.

However, your company is expected to face the margin pressure during the current
Financial Year 2018-19 as the operating scenario in Vizag continues to be very
competitive with under cutting of rates by neighbouring ports/ BOT berths as well
as Stevedores of VPT. Your company with its well-trained dedicated man power
strength and ability to offer customized services is fully equipped to face the margin
pressure by enhanced volume. It is pertinent to note that in spite of tough
competition, your Company has achieved 13 % cargo growth in the year under
review compared to previous year.

c) Investment Programme: Your Company has planned to purchase a ZPMC Ship
Unloader at a cost of about USD 7.75 Million with a discharge capacity of 1750 Tons
Per hour. Your company has also made alternate option of mobilizing a LIEBHERR
Harbour Mobile Crane of higher capacity, LHM 550 Model on operational lease
basis. With the existing Five Harbour Mobile Cranes and the addition of new crane,
your Company will be fully equipped to achieve the overall cargo handling capacity
of 8.5 Million Tons in the ensuing years.

3. Dividend:

Your Directors are not recommending any dividend for the financial year 2017-18
and desire to defer the same to the next financial year 2018-19 in view of the liquidity
constraints.

4. Share Capital :

The Paid Up Equity Share Capital of the Company as on March 31, 2017 was
Rs.87.19 Crores.  There has been no change in the Equity Share Capital of the
Company during the year.

5. Extract of Annual Return:

The extract of Annual Return in format MGT-9, for the Financial year 2017-18 has
been prepared. The same can be accessed on the Company’s website
http://ww.vizagseaport.com



__________________________________________________________________________________

6. Number of Board Meetings:

The No. of Board Meeting/Committee Meetings held during the year and dates are
given below:

No. Type of Meeting Date of Meeting
1 BOARD MEETING 09-06-2017

15-09-2017
15-11-2017
14-03-2018

2 AUDIT COMMITTEE MEETING 09-06-2017
15-09-2017
15-11-2017

3 REMUNERATION COMMITTEE MEEETING 09-06-2017
15-09-2017

4 Annual General Meeting 2016-17 15-09-2017
5 Extra Ordinary General Meeting ( EGM ) 15-11-2017

14-03-2018
The attendance of the directors at the board and Committee meetings are as given
below:

Name of the Director
Mr./Mrs.

No. of Board Meetings
Attended

No. of Audit  Committee
Meeting/RCM Attended

Abhijit Rajan 2 N.A
Kishore Kumar Mohanty 3 N.A
Kirit c Shah 4 N.A
Kishalay
Bhandophadhyay

2 1+1

Ragam Kishore 4 N.A
Homai A.Daruwalla 3 3+2
Chandrahas Charandas
Dayal

1(*) 1+1

Shoumik Bose 2 N.A
Sanjay Abhay Chandra
Chaudhary

2 N.A.

Shirz Erach Poonevala 4 N.A.
A.V. Vaitheeswaran 1 N.A.
Sudhakar Roy 1 N.A.

(*) Resigned from 8th September 2017
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7. Particulars of Loan

Guarantees and Investments under section 186 during the year under review are
NIL. However, Section 186 is not applicable to your company as it is engaged in
providing Infrastructure facility.

8. Particulars of Contracts or Arrangements with Related Parties:

The particulars of Contracts or arrangements with related parties referred to in
Section 188(1) of the Companies Act, 2013 for the financial year 2017-18 in the
prescribed format, AOC-2 has been enclosed with the report. ( Annexure-I)

9. Material Changes Affecting the Financial Position of the Company after the date of
Balance sheet:

Details regarding material changes/events occurring after balance sheet date till the
date of the report is NIL.

10. Directors’ Responsibility Statement:

In terms of provisions of Section 134(3) of the Companies Act, 2013, Your Directors
confirm that

(i) In the preparation of the annual accounts, the applicable accounting
standards have been followed along with proper explanation relating to
material departures

(ii) The Directors had selected such accounting policies and applied them
consistently and made judgements and estimates that are reasonable and
prudent so as to give a true and fair view of the state of affairs of the
Company and of the Profit and Loss of the company for that period;

(iii) The Directors had taken proper and sufficient care for the maintenance of
adequate accounting records in accordance with the provisions of this Act
for safeguarding the assets of the Company and for preventing and
detecting fraud and other irregularities;

(iv) The Directors had prepared the annual accounts on a going concern basis;
(v) The Directors had devised proper systems to ensure compliance with the

provisions of all applicable laws and that such systems were adequate and
operating effectively.
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11. Risk Management Framework:

The Company is following a Risk Management framework under which the risks
covering the entire operations are identified and categorized as High, Medium and
Low. All such risks are discussed in the periodical meetings with senior
management team and appropriate pro-active actions taken. High risks impacting
our major operations are informed to Board by circulation indicating the action plan
for further advice or action. The risk details and mitigation plans are also discussed
periodically in the Audit Committee and the Board Meetings. In the opinion of the
Board, the elements of risk threatening the Company’s existence is very minimal.

12. Details of Change in Directorship and Key Managerial Personnel:

The details of New Directors /KMP joined during the year under review is as under:

N
o.

Name of the
Director

Designation Din No. Effective Date KMP

Mr.
1 Ragam Kishore CEO & Director(*) 344011 1.9.2017 Yes
2 V.V. Sudhakar Roy Director(Technical) 996953 1.1.2018 Yes
3 A.V. Vaitheeswaran CFO & Director 2267381 1.1.2018 Yes
4 Shiraz Erach

Poonevala
Independent
Director

2133897 14.3.2018 No

(*) Re-appointed.

Mr. Rambabu Gandeti, CFO ( Key Managerial Personnel ) have been re-designated
as General Manager (Fin ) w.e.f. 1.1.2018.

Mr. C.C. Dayal, Independent Director resigned from the post of Directorship w.e.f.
8th September 2017
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13. Board of Directors :

As on 31st March 2018, your Company’s Board has a strength of 11 ( Eleven )
Directors including 1(one ) Women Director.  The composition of the Board is as
below :

No. Category No. of Directors
1 Executive Directors 3 ( Three )
2 Non-Executive Directors 6 ( Six      )
3 Independent Directors 2( Two     )

Total 11 ( Eleven )

14. Appointment of Independent Directors :

Your Company has appointed Ms. Homai A. Daruwalla as Independent Director to
hold office for a period of 5( five years ) w.e.f. 31.1.2015 and Mr. Shiraz Erach
Poonavalla as Independent Director to hold office for a period of 5 ( five ) years
w.e.f. 14.3.2018, pursuant to Section 149(4) of the Companies Act, 2013.

15. Constitution of Audit Committee :

Your Company has constituted an Audit Committee pursuant to Section 177 of the
Companies Act, 2013 with the following Directors :

No. Name of the Director – Mr/Ms Designation
1 Homai A.Daruwalla Independent Director
2 Shiraz Earch Poonevalla Independent Director
3 Kishalay Bandopadhyay Director

16. Constitution of Nomination and Remuneration Committee :

Purusant to Section 178 of the Companies Act, 2013, your Company has constituted
a Nomination and Remuneration Committee with the following Directors.

No. Name of the Director – Mr/Ms Designation
1 Homai A. Daruwalla Independent Director
2 Shiraz Earch Poonevalla Independent Director
3 Kishalay Bandopadhyay Director
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17. Key Managerial Personnel :

No. Name of the Directors  ( Mr ) Designation
1 Ragam Kishore CEO & Director
2 V. V. Sudhakar Roy Director ( Technical )
3 A.V. Vaitheeswaran CFO & Director
4 N. Subbaraman Company Secretary

18. Conservation of Energy, Technology Absorption, Foreign Exchange Earnings and
Outgo

Conservation of Energy in all possible ways especially by savings in electricity, fuel
and power consumption receive due attention of the Management and the same
pursued on continuous basis.

Foreign Exchange earned:  NIL

Foreign Exchange Outflow towards Technical Services- Rs 38,40,163 /-

19. Statement in respect of Internal Financial Control (IFC) and adequacy of internal
control:

The Company has established an internal Financial Control framework including
internal controls over financial reporting, Operating controls and antifraud
framework. The framework is reviewed regularly by the management and tested by
internal auditors and presented to the audit committee. Based on periodical testing,
the framework is strengthened from time to time to ensure adequacy and
effectiveness of IFC. The Company has an operations Manual and proper internal
control system to ensure that all the assets of the company are safeguarded and
protected against any loss. It is also ensured that all the transactions are properly
authorized and recorded and information provided to Management are reliable and
timely besides adherence to statutory obligations. The Internal control systems are
supported by internal audit by an external audit firm. The Audit Committee meets
periodically and reviews the Scope and Audit plan of Internal Audit with respect to
adequacy of Internal Control. The reports of the internal auditors and the response
of the Management to the audit observations are reviewed by the audit committee
and also placed regularly in the board meetings of the Company.
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20. Declaration by Independent Directors:

The Independent directors have submitted their disclosure to the board confirming
that they fulfil all requirements as to qualify for their appointment as Independent
director under the provisions of Section 149 of the Companies Act, 2013. The board
confirms that the said Independent directors meet the criteria as laid down under the
Companies Act, 2013. During the year, all the recommendations by the Audit
Committee were accepted by the Board.

21. Secretarial Auditor :

Pursuant to provisions of Section 204 of the Companies Act, 2013 and the Companies
(Appointment and Remuneration of Managerial Personnel ) Rules, 2014, the
Company has appointed Mr. Sekhar Babu, Practising Company Secretary, Vizag, to
undertake the Secretarial Audit of the Company.

The Secretarial Audit Report in form MR 3, as per Section 204(1) submitted  by them
is attached as Annexure –II which forms part of this report. The Secretarial Report
does not contain any qualification, reservation, adverse remarks or disclaimer.

22. Cost Auditors :

Pursuant to notification issued by Ministry of Corporte Affairs, regarding the
Companies ( Cost Records & Audit ) Rules, 2014 , your Company has appointed M/s
DZR & Company, Cost & Management Accountants, Hyderabad, as Cost Auditors
of the Company to conduct the Cost Audit  for the financial year 2017-18.

The Cost Audit Report for the financial year 2016-17 was filed with Ministry of
Corporate Affairs.

Your Company maintains cost records as specified by the Central Government
under sub-section(1) of section 148 of the Companies Act, 2013, is required by the
Company and accordingly such accounts and records are made and maintained.
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23. Statutory Auditors:

M/s BSR & Associates ( FRN  No. 116231(W ) have completed the maximum tenure
prescribed u/s 139 ( 2) of the Companies Act, 2013.  In the AGM of the Company
held on 15 9 2017, the Shareholders appointed M/s Natvarlal Vepari & Company, (
Firm No. 106971 W ) Chartered Accountants, were appointed as Statutory Auditors
of the Company for a period of 5 years. As per Companies Amendment Act 2017 in
respect of Section 139, effective from 7th May 2018, no ratification of Auditor would
be required in the AGM of your Company henceforth, once the Auditor have been
appointed for a term of 5 years by the Shareholders.

The Statutory Auditors’ Report on the accounts of the Company for the financial
year ended 31 3 2018 is placed at Annexure-III which forms part of this report.
There are no adverse remarks or qualification in the Auditors’ Report for the year
2017-18.

24. Corporate Social Responsibility (CSR) policy:

Pursuant to Section 135 of the Companies Act, 2013 your company has re-constituted
a CSR Committee with the following directors.

1. Mr.Shiraz Erach Poonevala, Independent Director & Chairperson of the
Committee.

2. Ms.Homai A.Daruwalla, Independent Director- Member.
3. Mr.R.Kishore, C.E.O & Director- Member.

The CSR policy formulated by the Committee and approved by the Board has been
annexed to this report. (Annexure-IV). CSR Policy can be accessed on the Company’s
website http://www.vizagseaport.com.
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The details of CSR amount to be spent since the year 2015-16 upto 2017-18 are as
follows :

No. Financial Year CSR
Amount to
be spent
( in lakhs )

Reasons for not spent

1 2014-16 ( 18 months) 14.74 Process involved for selection  of
right project and due diligence

2 2016-17 (  12 months) 3.38 Process involved for selection of
right projects and due dilgence

3 2017-18 ( 12 months ) 4.95
Total 23.07 Amount spent during July18

Your Company could not spend the said amount of Rs.23.07 Lakhs on account of
time and process involved in selection of right projects and due diligence during the
year 2017-18. However, your Directors have spent the CSR amount for purchase of
Portable Air Quality Monitoring System (AQMS 300 ) costing Rs. 21 lakhs during
July’18. This system will be placed in the Visakhapatnam City Area under the
control of APPCB (Andhra Pradesh Pollution Control Board )to monitor Ambient
Air Quality Standards in Vizag so as to ensure environmental sustainability. (Refer
Annexure V)

22. Statement indicating the Manner in which Formal Annual Evaluation has been
made by the Board of its own performance, its Directors and that of its Committees.

Pursuant to the provisions of the Companies Act, 2013, the Board has carried out an
annual performance evaluation of its own performance, the Directors individually as
well as evaluation of the working of its Audit, Nomination and Remuneration
Committee. The evaluation of the performance of individual Directors including the
Chairman of the Board was based on parameters such as level of engagement and
contribution, safeguarding the interest of the Company, independence of Judgement
etc.
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25. Nomination and Remuneration Committee policy:

The Board based on the recommendation of the Nomination and Remuneration
Committee of the Company has framed a policy for selection and appointment of
Directors, Senior Management and their remuneration and the same is followed.
This policy can be accessed on the Company’s website
http://www.vizagseaport.com.

26. Disclosure on Establishment of a Vigil mechanism

The Company has framed a Vigil Mechanism/Whistle Blower Policy and
communicated the same to all employees. The details of such policy can be accessed
on the Company’s website : http://www.vizagseaport.com.

27. Disclosure of Particulars of Remuneration under Rule 5 of Companies
(Appointment & Remuneration) Rules, 2014 (Appendix-iii) is attached to this report.
(Annexure- III )

28. Details of significant and material orders passed by the resolution or courts or
tribunal imparting the going concern status and company’s operation in future are
NIL.

29. Industrial Relations :

The Company maintained healthy, cordial and harmonious industrial relations at all
levels.  The enthusiasm and unstinting effors of the Employees have enabled the
Company to sustain its competitive edge in the Industry.
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30. Appreciation :

The Board wishes to place on record its appreciation of the contribution made by all
employees of the Company during the year under review.

Your Directors also wish to record their appreciation for the co-operation, Counsel
and Support received from Visakhapatnam Port Trust, Department of Central Excise
and Customs, A.P Pollution Control Board, other Government
departments/Agencies, Bankers, and all other stakeholders. Your Company looks
forward to their continued support in the future.

For and on behalf of the Board of Directors

Sd/-

Ragam Kishore.
CEO & Director.

Sd/-

Kishalay Bandopadhyay.
Director.

Place: Mumbai.
Date: 08th June 2018.
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