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CHAIRMAN’'S MESSAGE

Dear Esteemed Members,

It is my pleasure to welcome you to the 97th Annual
General Meeting of the Company and to take you
through the Agenda of the Meeting. May |, at the
outset, take this opportunity to brief the distinguished
Members about the Company’s performance during
2013-14 and the environment against which the
performance was accomplished.

The Business Environment

During 2013-14, the Indian economy has shown
steady growth compared to the slowdown in the last
two years. There has been a dramatic turnaround
in the external economic situation with the Current
Account Deficit [CAD] declining to manageable levels.
Inflationary pressure has also eased in comparison
to the previous year. The Global economy too has
shown signs of recovery fuelled by better corporate
performance.

In 2014-15, the Indian economy is reasonably poised
to overcome the sub-5% growth level in Gross
Domestic Product [GDP] witnessed over the last two
years, which augurs well for the industry. Looking at
the last few years one can state that the industrial
sector, which showed remarkable recovery during
three years since 2008-09 lost momentum owing to
a combination of factors. Consequently, performance
of the sector remained below par for the second year
running in 2013-14 with only token growth recorded in
the latest GDP estimates.

Indian services sector which remained resilient during
and immediately after the global financial crisis, buckled
under the pressure of continued global and domestic
slowdown, resulting in sub-normal growth in the last two
years. Revival traits are now discernible. The Tourism
sector, in particular, is witnessing a steady growth
although India is yet to tap the full potential of the sector.

The policy of Government of India to enhance private
investment in ports is a welcome initiative. New tariff
guidelines have been introduced envisaging greater
flexibility for public-private partnership. In addition, the
improvement in average output per ship berth day in
2013-14 indicates that the performance parameters of
Indian ports are also improving.

The industry of storage services in India grew by
8.6% in 2012-13, with the important component of
warehousing being agricultural inputs, agricultural
products, storage of raw materials & finished goods
and infrastructure for supporting import and export
trade.

Against the aforesaid backdrop, must be juxtaposed
your Company’s core competency and ability to handle
multiple and diversified businesses in a manner to
maintain its top and bottom-lines despite cyclical
fluctuations in any one or few of its business segments.

In summary, the business environment remains
challenging, and your Company continues to focus its
effort to drive synergy across its diversified business
units to maintain a year-on-year top-line growth.
However, the margins are under stress and we are
continuously working on combating this.

I would now like to discuss the performance of the
various Strategic Business Units [SBUs] of the
Company during 2013-14.

Industrial Packaging

During 2013-14, the SBU continued to hold its position
as market leader in India despite intense competition
from various ends. The Company is India’s largest
manufacturer of steel drums in the segment of Rigid
Industrial Packaging. Off-take of steel drums was
generally better during 2013-14 compared to 2012-
13, which has resulted in the highest-ever sales
volumes during 2013-14. This was accomplished
despite the shrinkage of the market in the wake
of directive to Government Companies to procure
MS Drums only from Small & Medium Enterprises.
However, profitability remained thin and margin was
under pressure. Thus, it is important for the SBU to
innovate and push an aggressive new value-added
product development strategy to tap into emerging
markets, besides scaling up capacity and making
processes cost efficient. The High Throughput Plant
at Navi Mumbai, which would commence commercial
production soon, would impart further competitive
edge to the SBU.
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Greases & Lubricants

The SBU functions both in the Industrial and
Retail segments. The market is highly competitive
with a large number of players including PSU Oil
Companies, global majors as well as small regional
players and several units in the unorganized sector
all in the fray. In 2013-14, the SBU recorded an
all-time high sales volume, registering a volume
growth of 8% and turnover growth of 11% over the
previous year. This was achieved despite various
constraints holding up growth of the manufacturing
sector, although the bottom-line was affected due
to adverse market conditions. The SBU developed
an aggressive sales strategy for the next 2-3 years
and is investing into talent and technology to ensure
seamless execution in order to increase market
share. The future portends to be bright because fast
infrastructural growth in India is expected to trigger
higher movement of vehicular traffic, which may result
in higher consumption of lubricants especially in the
4-Stroke two-wheeler segment which is expected
to strengthen the bottom-line. The SBU also aims
to pioneer development of value added specialty
products such as eco-friendly / biodegradable
lubricants with the object of consolidating its position
in the niche market.

Performance Chemicals

SBU: Performance Chemicals is involved in
manufacturing and marketing of Leather Chemicals —
in particular, Fatliguor and Syntans and has relatively
recently entered the Construction Chemicals market.
It also aims to make a foray into the Finishing
Chemicals segment. In the Financial Year 2013-14,
the SBU achieved overall turnover growth of 14%
over the preceding year and overall growth in volume
by 7%. The SBU achieved a commendable 43%
growth in volume for overseas business in 2013-14
and achieved highest-ever export volume, which is
a significant achievement. However, the continuous
escalation of raw material prices and other input
costs have relentlessly squeezed the margins in
the business. The applicability of REACH norms on
products used in leather processing along with the
tightening of pollution control norms in relation to the
tannery / effluents are other major concern areas for
the SBU.

Logistics Services

SBU: Logistics Services offers a cluster of services,
viz., import consolidation by air and ocean, customs
clearance at sea ports, handling of project cargo
through multi-modal transportation, chartering of
aircrafts & vessels, etc. Air Cargo handling and
provision of related support services like customs
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clearance and chartering continued to form the core
revenue generator of the SBU in the financial year
2013-14. However, top line growth was flat compared
to the previous year predominantly because of slow
down of the Indian economy. Nevertheless, better
product mix including increased handling of air
charter services crystallized into a growth of 15%
in contribution over the previous year. It is gratifying
to note that the SBU registered a volume growth to
the tune of around 44% in the ocean freight cargo
segment and is now focusing on verticals such as
Third Party Logistics and Project Logistics. The SBU
plans to invest substantial amount in technology
up-gradation of its existing system to inculcate
Operational Excellence and make it one of the best
in the industry.

Logistics Infrastructure

The SBU operates three state-of-the-art Container
Freight Stations located at Nhava Sheva (Navi
Mumbai), Chennai and Kolkata. Warehousing
& Distribution has been a traditional activity of
the Company and SBU: Logistics Infrastructure
operates such warehousing facilities at Kolkata and
Coimbatore. SBU: Logistics Infrastructure — together
with SBU: Logistics Services, which has considerable
synergy -- continues to be the money spinner and
the bottom-line driver for your Company. However,
during 2013-14, the CFS business witnessed
sharp decline in volume, revenues and earnings
compared to the previous year on account of severe
competition especially from Shipping Company-
owned-CFSs, reduction in volume available to CFS
operators and loss of business from the shipping
companies which have traditionally supported
your Company. Warehousing is an integral part of
logistics value chain. Warehousing activity turned in
a decent performance and exceeded the previous
year's bottom-line.

Tours & Travel

SBU: Tours & Travel offers to its customers, domestic
and international travel & ticketing and tourism
services. Extensive network of offices, 24x7 call
centre, an online portal and experienced manpower
are the strengths of the SBU. The adverse financial
conditions of the Travel & Tourism sector continue
to pose a threat to the SBU. The Travel & Tourism
business is passing through challenging times owing
to reduction in credit period by the airlines, non-
payment of service charges by most of the customers
and airlines making commission virtually nil. Despite
the adverse environment, the SBU has continued to
provide sizeable turnover which is higher than that
of the previous year though marginally lower than
the budget. Domestic travel accounted for 60% of



the turnover while international travel was around
21%. The revenue generated from tours touched 8%
of the turnover. It is heartening to mention that the
SBU has been awarded by Air Canada and Turkish
Airlines for outstanding performance and sales
support.

Tours - Vacations Exotica

In February 2014, your Company acquired the premier
holidays brand “Vacations Exotica”. Subsequently,
it was integrated into your Company as SBU: Tours
— Vacations Exotica. With this acquisition, your
Company has become one of the top five Leisure
Travel companies in India. This new SBU has bright
prospects and huge potential to grow along with SBU:
Tours & Travel. You are aware that your Company is
one of the largest travel agencies in India affiliated to
IATA. The main segments of growth are International
Group Tours, Customized Travel, Cruises, Eurall
and Indian Holidays. The emerging travel service
segments — which promise to be lucrative in the near
term — are packages for Group Inclusive Tours [GIT]
and Free Individual Travellers [FIT]. Efforts are also
on to strengthen our foothold in the burgeoning MICE
segment. The market as a whole has very few well-
organized tour operators providing quality-driven
end-to-end services and hence, the opportunities
are immense. With the acquisition of the Vacations
Exotica, the Company can now offer holiday packages
along with corporate travel management services to
its portfolio of corporate and government clients which
number approximately 7,50,000.

Refinery & Oilfield Services

Our SBU: Refinery & Oilfield Services is engaged in
the activity of Mechanized Oil Tank Sludge Cleaning &
Hydrocarbon Recovery Services. This SBU continues
to be a pioneer and leader in this nascent market.
While the market for Composite repair is still evolving,
the same is expected to accelerate progressively with
the increased awareness of users. In 2013-14, the
SBU maintained its turnover pertaining to oily sludge
processing in Refineries and oil installations. However,
overall growth could not be achieved on account of
non-availability of work in the power sector. In the near
term, the SBU proposes to widen its service portfolio
to cover processing of hazardous sludge in other
industries.

Overall Financial Performance

Your Company has maintained a stable financial
position, despite the prevailing adverse market
conditions, during 2013-14.

At the close of another year of sustained performance,
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your Company recorded its highest ever Turnover
of Rs. 2843 crore in 2013-14 representing a growth
of about 3% over the previous year. However, Profit
Before Tax decreased marginally to ¥ 220 crore as
against ¥ 224 crore in the preceding year. Segment-
wise performance indicates that SBU: Logistics
Services and SBU: Logistics Infrastructure were the
main revenue drivers.

Your Company achieved yet another milestone with
the Issue of Bonus Equity Shares in May 2013.

The Board of Directors has recommended a dividend
at the rate of ¥18/- per share which corresponds to
180% for the financial year 2013-14 as against 176%
in 2012-13, for declaration by the members at the 97th
Annual General Meeting.

The First Quarter: 2014-15

The Unaudited Financial Results for the First Quarter
ended 30 June, 2014 were approved by the Board at its
Meeting held on 8 August, 2014. Despite the increase
in gross turnover and net turnover by 5% each over the
corresponding quarter in the previous financial year,
Profit Before Tax [PBT] and Profit After Tax [PAT] have
decreased significantly compared to the corresponding
period of the previous year. The reduction is primarily
due to prevailing sluggish economic conditions and
the serious challenges being faced by SBUs: Greases
& Lubricants and Performance Chemicals. Delay in
commissioning the High Throughput Plant at Navi
Mumbai also impacted overall performance. One of
the highlights for the Quarter has been improvement of
margin from Tours & Travel due to better commission
from airlines other than Air India. The acquisition of the
Vacations Exotica brand also contributed marginally to
the overall turnover of the Tours & Travel business.
However, collection from debtors continues to be a
major concern. Despite the unfavourable factors, the
Company is confident of maintaining growth in the
remaining three Quarters.

Your Company is a firm believer in the dictum of Albert
Einstein that “in the middle of difficulty lies opportunity.”

Corporate Governance

Your Company’s culture, policies, relationship with
stakeholders and loyalty to values is reflected in the
Corporate Governance Report. Following are the five
pillars of Governance that the Company conforms
to as a part of its commitment to adopt global best
practices —

e High accountability to its stakeholders;

¢ Absolute transparency in its reporting system and
adherence to disclosure compliance;
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e High ethical standards in the conduct of business
with due compliance of laws and regulations;

e Enhancement in the stakeholders’ value on
consistent basis; and

e Contributing to the enrichment of quality of life of
the community through discharge of Corporate
Social Responsibility and promotion of Sustainable
Development.

With the introduction of the Companies Act, 2013 and
the related Rules, there has been a material change
in the area of statutory compliance. The Company
is making best efforts to adapt and comply with the
changing statutes. Voting through electronic platform
with opportunity for ballot voting -- as envisaged in
the Notice of the Annual General Meeting -- may be
considered as an example of such effort.

The Securities & Exchange Board of India [SEBI]
has also made changes in the Listing Agreement to
maintain parity with the Companies Act, 2013. The
Company, being a listed Government Company,
adheres to the norms set by SEBI under the Listing
Agreements, Guidelines on Corporate Governance
for Central Public Sector Enterprises 2010 and the
Companies Act, 2013 along with the Rules made there
under.

Corporate Social Responsibility [CSR]

Besides delivering value to its various stakeholders,
the Company also discharges its environmental
and social responsibility. The Company’s policy and
approach to CSR has evolved over a period of time
and is in consonance with the prevailing Guidelines
of Department of Public Enterprises as also the newly
incorporated provisions in the Company Law.

The Company’s long-term perspective CSR &
Sustainability plan has been developed by Ernst &
Young in consultation with the management inter alia
keeping in mind the applicable Guidelines.

Various CSR projects have been undertaken under
the two flagship schemes of the Company, viz.,
Balmer Lawrie Initiative for Self Sustenance [BLISS]
and Samaj Mein Balmer Lawrie [SAMBAL]. BLISS is
directed at long-term economic upliftment of the under-
privileged while SAMBAL works towards improving
the living standards of the society in and around the
operating centers of the Company.

The Company spent an amount of ¥ 426 lakh on various
CSR & Sustainability activities, which represents
2.6% of Profit After Tax thus exceeding the minimum
spending benchmark laid down by the Government of
India.
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