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Varun - Facilitating Global Trade and Development

Shipping is a truly internationai industry and Varun endeavours to
facilitate global trade and development by positioning itself as a high

quality, focused company in this dynamic and challenging environmernit,

Driven by an unrelenting focus on international markets, Varun
capitalizes on emerging business opportunities. The company is

moving full steam ahead.

Fuelling this growth is the company’s ability to operate its diversified

fleet at par with the best.

Fostering an environment of international quality business practices,
empowering its people and exploiting its technical know-how to the
maximum enables Varun to consistently generate greater value for

the economy at large, the company and its customers.

Artwork on cover by
-Saaket Sethi, Architect

"A picture is a story.

This picture is the story of man, God of sea and the
power of maritime transport.

This is the story of Varun Shipping.

Blue skies and clear water represent a commitment tc
safety.

Flags and words reiterate a glcbal corporate profile.
Computer generated models demonstrate the use of
latest technology. Value creation is echoed in the nexus
of man, nature and that which is man-made.

The graphic treatment is intended to reflect the
exciterment of the 21st century; and an even more
positive outlook for the future of Varun Shipping.”
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| Corporate Landmarks

The Company commenced operations

with the acquisition of one product tanker.

The Company's first diversification prograrmme-éenterad into support services for oil.
“exploration with the acqauisition of Anchor Handiing and wai'ng Supply Messels
CAHTSY )

The Company’s shares were listed on the Stock Exchanges and a Bublie ]SSLIJG;‘i of Rs. 1"?50_

million raising Cormpany’'s eqguity capital to Rs. 33,50 milion.

Public Issue of Rs. 55.22 milion raising the Company's aquity capital to Rs. 88,71

million.

Rignts cum Public Issue of fully convertible cebentures, which on convearsion

iNncreased the Compary's enuity To 25, 349,32 milliorn.

Socond diversification programme-acguisition of two modern aeared bulk carrers for

dry cargo moveamerit,

2' 31sT ANNUAL REPORT 2001 _-_-2002 8
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Directors’ Report

' Your Directors have pleasure in presenting the Thirty-first: Annuai F{Eport tcget:her wt:h th
the Cormpany for the yvear ended 31st March, 2002,

PROFIT BEFORE TAX
Less . Provision for Taxation g Co e T
Current Tax el - A 1232

Deferred Tax ' S 2 R 00 : 4,99:.

PROFIT AFTER TAX

Less . Transferred to Reserve under Section 33AC ) ) . R L s o
of the Incorme-tax Act, 1961 I TR R L R o b 8500 Do

Add: Surplus brought forward from previous year T D e - 29 s 8'? A2

Amount available for appropriation

Dlrector"s
::h dividend

bean paid. After the above approprlatlons vour Directars pmpcse tm carrv Forwarcl a bal 2}
andg Loss Account. . i

Minirmum Alernate Tax (MA‘D
Management Discussion and Analysis :

(a) Industry Structure and Development

based on total GRT regn%tered under the flag.

DISTRIBUTION OF RE:VEZNUE
(Rs 2‘137 Mitllon)

Dividend
2.78%

Retained Eamings ...
4.32%

Operating Costs
52.83%

| 31st aNnvaL REPORT 2001 = 2002
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Opportunities and Threets :
“Shipping & & truly irtarnational Industry where competent shipowners have the opportunity to participate in global
© trade and devélopment. The Indiar shipping industry has a tremendous opportunity in positioning itself as one of the

teading ship:owning and opereting nations in Asla. It is recognized universally that Indian sea-farers are amongst the

" most campetent. _
: Tha Indian shippirig inc;éustry has the existing benefit of a strang home trade, The totat overseas sea borne trade of India
‘has grown from 1083 milion tonnes in 1990-21 o 224.6 milion tornas in 19992000, Unfortunately, the share of this

trade carried by Indian ships has declined from 35.859% o 31.5% in the same pariad. It is evident from these statistics

that Indian shipping has a tremendous gpportunity in terms of transport of national cargo. in 1999-2000, Indian shipping
tranisportad only 5%5% of the total POLliguid carge volume and 14.4% of dry bulk volume, As development reaches tha

far extrermnes of the Indian sub ¢ontinent, the use and demand of PG is bound to increase. This factor will drive the
transportation requiremeant of LPG in the coming vears. It is interesting to note that a growth of world sea borme trade

| of 5625 millon tornes forthe year 2002 as compared to 5492 rmilion tonnas for 2001 has been projected.
" The prirnary chalienge of indian shipping companies remains to replace the ageing tonnage. Over 50% of India's crude oil

tanker fleet is sgec 15 vears and atove. Similarly over 75% of India's product tanker and bulk carrier fleets are aged 15
vaears-and abcw_'e.'As'on st January, 2002 over one-third of the Indian overseas fleet across all categeories was aged 20
yvears and sbove. It is well-known that capital will enly flow intc the most competitive and investor-frieondly economic
regimes. The indian government heeds to recogrise that globally shipping has developad in tax friendly jurisdictions,
d:c_:‘mmonly'temd as "flags of corivenience” a7.6% of the world shipping enjoys negligible or zero tax labilities by heing
based in tgx-1ﬁ19ndlvjur‘isd'ictions; Indian shipping companies are still liable to pay corporate tax and/or minimum alternate

tax. In order to attract sguity and finandial capital to the shipeing industry, the industry requires to be intemationally
competitive, The industry currently faces higher lavels of crew cost due to tha requirement of grossing up salaries to

compensate for taxation of seafarers. Indian shipping companias also pay higher levaels of interast compared to foreign

" counterparts due to the limitations of the country rating as also on accourt of withholding taxes which have been

e

recently irmposed on external commercial borrowings. These fiscal impediments act as threats to the growth and

‘prosperity of an otherwise irntarnationally competitive industry. The management of the Company along with Indian

National Shipgwners'’ Association continues its endeavour to persuade the Government to alter its existing policies so
asto-align the Indian. shipping industry with the global fiscal ervironrment.

Segment-wise Performance :
The Company is engaiged only in shipping business and there are no separate reportable segments.

© The Indian shipping: Ihdustry has a current surplus of petroleum product tankers which continue to compete for the

business an thie coastal trade. As the international freight rates for petroleurn product tankers fell during the second

nalf of the yaar undar review and the competition from domestic eperators In this segrment increased, the vield and
profitability from the snips declined. The Cormpany has initiatad several steps to improve the revenues from this market:
. by upgrading. its tankers to meet.giobal standards of aperation.
.- The Company cot-‘ltin_ués o dominate the Indian LPG market by owning approximately 55 percent of the total tonnage
San the ngian ragistiy. In the recent past the govemment has announced an increase in .G prices, which has led to
" Ukicartainty in the démand of LPGE causing a slowdown in irmports of this product. Increased rafining capacity in the

ceuntiy has reduced the total armount of LPG imported inte the country leading to a drap in the import trade. This has
peen partly dffset by indreased coastal movements from refineres in the west to discharge ports in the east. The

mariagement.is ;canﬁqi_aﬁt that these are temporary aberations and the overall demand of LPG in the country wil

intreasa overtimne.:

The Comipary has emploved its. 2 handymax bulk carriars internationally through the Klaveness bulk handling pool. As

are

pool earning: distriputed to the shipowners based on vessel points, participating in the pool has permitted the

_ PROFIT AFTER TAX ' TOTAL INCOME

F L (RS, In Mlllions) ' (Rs. in Millions)
B : : _as00
21801 2136.54
R 2100 -
wr tmgg - MRE
mi i 1760
150k BN oma
) 1300 -
1001
. 50_ . 900 b SR o]
... > = 560
#1998 1999 2000 - 2001 - -20M2 . 1998 1969 2000 2001 00z

. # Including profit on sale of ships

Varun SuippING COMPANY LIMITED
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The outiook for Indian sthplng is closeiy lirk
charterers use inta@mational Frmght rates as 'the s

Rpgover\/ of the shipping marke‘t debends pnmanﬁv ‘on, the rer:cwery in global econsmic c:onchtloﬁs. Thé.-ﬁ'eié i I
balance will also hinge on the new T dlng Orcier book. As shipyairds become hungry for bussness._and @Fﬁar low rates ﬁor:_ cae

The LPG rnarket has proven to ke less volatile than the ’canksr or bulk carrer market due ta few P butdl 1
uelnq pJac@d As such the suppty of LEG camers appears o be more baianced than the other sectorg 'I“hera

a maor ]IDOI’CIOH of the frelght eamangs of tha Company are dollar related and the: vcafue of shiQS in the mtamat;o
i= dollar based resulting in an in-butt hedge against dollarrupes ﬂuctuataon the Company at times may stﬂl
to the Auctuation in the ‘Forexgr: exchange rates Further ShIDDiﬂg lndustry is cyc.lca\ |r1 hature and therefore

r_c“rﬂr)et ve erviranment, anyﬁ,ﬁ:ure changes in thie Govemment pohcxes inclutiing any change ir the mtemats@ha! f‘agulatlons B
chue to progressive beralization may have an adverse irnipact on thie industry's per‘mﬂ"nance :

Internal Control Systems and theu‘ Adeguacy :

ine Company has proper and adequate 1ntemal cr.‘zrxtr’olﬁ o ensure optimal use of Campany's, resources and pmtectlnr} _
thereof and all transactions arg cuby authcnzed recorded d@nd reported torrectly. Most of the systems are compu’cenmd and S
regular internal audits and checks are: Cartied out: t:o engure that all systems are ﬁinrhonmg sa'hsfactoﬁlv aﬁd are it place
The Cormpany has also constltutad an.Auct Cmmmlt‘tee headed by a non-executive’ DH‘@C‘LOF T revidw the per’Formancef I
of audit fFunction and to review the eﬁ‘ectnveness of.intarrial - corﬁ:rol system% and ensure due ccmpham:e wﬁ::h B ous Sin
applicable laws, accounting standards and r‘eguiatory guxde’nnes - e SIS
Discussions on Financial Performance mth respect to Operatlonal Performance

e details of the finandial perﬁ:rmance of the: Company have already been dealt with in the anrwer par"t afthe'rapart

o PRI E TORES  SE IR T _DMDEND'
GROSS AND NET BLOCK - = 70 i ol (Rs:in Mzmons)
(Rs. In Millions) = -
1 - EQUFI“YD[VIDELD

7000 - @ GROSS BLOCK ' ; 1t A 1 : @ PRE?ERENCEDWiDEND
0 NETBEOCK - T D R - W ?els :
130 B ouh s mhe o AREOR W5 8 & b _
6000 L
$504
5000
o S
4063 ™ . " .
4000 SHN LiAE B
000
2000
1ee
1998 1999 2600 2001 2007 - .f_ R B 199% 1999 2006 2001 2002 :
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" L(hy . Human Resources :

The relation between the emplovees ard the ¢ ompany rermainaect cordial hrouc;hout the vear, The (C ompany ccm-tmues
to focus on the safety, training and developmsmt of the ainployees.

: THe: Comparyy had 94 shore staff and 415 fioating staff armployess as or i 3lst Mdf(,h 20057,

i Aithough your Company has een actively examining varous proposals for acqul“l‘mor. of ships, the Cormmpany has not Fnahzed .
any, proposal for-scquisition, since it was waiting far orices of ships to weasken in the international markéat: in the maantime,
thie Company has acguired a vesse! MT Hansdodt on Bareboat Charker cum Dernise basis,

“The Company s Rights issue of 36,261,591 Fully Convertible Debentures (FCDS) of Ba 10 each for cash at par aggregating

- Rs.2362. 61 million was fully subscribed and the said FCDs were allotted on 1140 June, 2001 . Each such FCD will stend compulsorily
_converted into one equity share on 1 1th June, 2002. o
Furthesr 3,626,152 Optionally Fully Cornvertible Warrants of Rs,13.70 each aggregating to Rs.49.68 milon were issued and
allotted on 30th August, 2001 on a preferential basis to COﬂCOl"d Holdings Private Limited, which is a prormioter growug company.
Totai foreign exchange earned and saved including dearnad eamings of the Comiparny for tha yvear ended 31st March, 2002
wias Rs.2060.83 million and the foraign axchanas used was Rs. 1087.27 milion.

In terms of the Listing Agreernant with the Stock Exchanges, the Com Dany has conatituteo & Sharehole if\rs/lnvesforc, Girevanca

Commattee comprising of Mr. Arurn Mehta, Mr, Yudhishthie Khestag, Mo M. Maniar and M Pravvesn Singh to ook into the

redressal of shareholder and investor complaints. ]

As required under Section 217 (ZAA) of the Companias Act. 1956, your Directors confinrm to bhe best of thelr Krnowlaedge and

belief that :

D inthe preparation of the annual accounts, the applicable gdocounting standards have bean followed:

il ¢ the Directors have selected such account ing policies and apo lied thern o onsistently and made judgernents and estirmates
that are reasonable and orudant so as to give a true and fair view of tha stoate of affairs of the Company at the end of
the financial vear and of tha profit or loss of the Company for that period; .

i) the Directors have taken proper and sufficient care for the maintanarnce of adeguate accousting records in accordance

- with the provisions of the Comparnies Act, 1956 for safeguarding the assets of the Company and for preventing and

detecting fraud and other rregularitios; :

%) the Directors have praparad the annual accounts on a geing concarn bhasis,

As "equzred under Section 212 of the Companias Act, 1856, the audited statemonts of account along with the report of

Directors and Auditors of V3 International Pte Ltd., Singapore, a wholly owned subsidiary of the Company, for the year

andad 31st March, 2002 as also the statement urder the said Sechion arae attachad ta the Balanco Sheet of the Company

The Cormpany has also sttached consolidated acoounnts in accordancs with ac counting standards issued by The [nst:tute of

Chartered Accourtants of India, which has becorne mandatory wilh effect from st April, 2001

e Pursuant to the provisions of the Listing Agreement with Stock Exchanges, a separate Report on Corporate Governance and

the cer‘trﬁcat@ from the Auditors of the Company reqﬂrqu compliance with Corparate Govemance is annexed which forms

. part of this report.

= Consequent to the withdrawal of nornination of Mr. LK, Rath by ICIC] Lirnitéd effective 1t September, 2001, he ceased to be

©a Tirector of the Company. The Directors place on record their appreciation of the services retlered by Mr. Rath during the -

- teriure of his directorship with the Company. Mrs. Nitya Kalyani was riominated as a Director in place of My, RK. Rath by ICICI
‘Limited effective 1st Septernber, 2001. o
Mrs. Rina D. Khatau and Mr. C.M. Maniar retire by rotation and being allgible, offer thermselves [ar re-appointment. Se'par_ate :

- resolutions are being proposed for their re-appoirtriernt.

':V'c':u are requéisted to appoint Auditers of the Comparny and fix their remuneraticn. The retiring Auditors Messrs Sorab S;

" Enginesr & Co. being aligible, offer themsealves for re-appointmert. ’ L

- The term cF office of Mryudhishthir D, Khatau as Managing Director expiras on 24th August, 2002, Your Dn’eLtors propose to ©
re-appomt Mr Yudhiskrthir D. Khatau as Managing Director for a further period of five vears commaeancing from 25th August,

T 2002, Sincé Mr Khatau, during his tenure as Managing Director has made significant contribution o the growth and profitability

;ﬁofthe Company, your Directors feel that his continued association witl be benaficial to and in the interest. of the (_ompar‘fy and’

f"cherafore an crdmary resolution for his re-apoeintrment is proposed for yaur consideration:

:_As requlred by Saction 21724 of the Companies Act, 1956 read with Companies (Particutars of Empﬁca\/ees) Hules,” 19?5 asg
Larmended; the names and other particulars of the emplidvees are set out in the Annexure to the Directors’ Report Hermgnver,

o _.as per the provisions of Section 219(1)(b)(W2 of the Companies Act, 1956, the Report and the Accounts are being sent to all

" shareholders of the Company excluding the aforasaid information. Any sharahollder interested in obtzammg such ;)ar‘tlcuiars_ .
CoMEyY write to.the Company Secretary at the Registerad O‘f;"ICl‘—’ of the C ompany. e
- Vour Directors express thelr tharks to all the officers of the Ministry of Suwface Transport, Directorate (:;eneral of Sh}ppmg,
Mlnlstry of Petroleumm and Ol Cormpanies for the valuable help and co-operation extendad by tharr to the Company. Your
Diractors also thank ICICI Limited, Industrial Daveloprnaent Bank of [ndia and barkers of the Company for their continued

CSUpport and ANZ Singspore Limited, Singapore for their assistance to the subsidiary of the Comparny. Your Directors also

" thank tha sharetaolders of the ormpany for their confidenco reposad in the Company and its management;, Last but not the

least, your Directors express their deep appraciation for the sincers and hard worke puts in by the flooting 2s well as the shore
based officers and staff of the Cormpany. :

On behalf of the Board of Directors
DILIP D. KHATAU

. Mumbai, May 14, 2002, Chairman

o

' - Varun Saipring CoMmpany LivmiTen
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"WMPANY'S PHILOSOPHY ON CODE aF GOVERNANCE

o Corporate a‘ovemanc:a is the carmbination of volunzary practices- and compllame with Iaws and regulations ieading to effective
gertrel and mariagernent of the Campany: The Company: believes that good dorporate goverrishce contemplates thet corporate
. actidng baléinte the interest of all stakehalders and: satisfy the tests of accountability, transparency and fair play. The
: 'Company beheves that all its operatlons and actloms must be dlrecbacl tcwards enhancmg overall shar@holder value.

‘BOARD. OF‘ DIRECTORS

The Bc!ard ef Du-ed:crs consists cF rune Dlrectors

g Nu.ofmumhnmhips * " No. of pther

Nm__ar_thé - Category - No.of Board  Aftardance at

meetings “the'last Annuut D1rnctorshlp! + . of ptherBoard . - Committees of
attended ‘Generat Meating.. SO T commitheat _ which the Director
: ' _heldnn 1svzom [ A _ Isa Chairperson
Nir, Bilp . Khatau - Promoter .8 Present . Nt ' Nil
: i i NoneExeoutive : : SR S
e MmArun Makts . Executive 8 - Pregent . .- mi2 U or oo UND - Nil
r. Yudhisithir - . Promoter ) : S TR S R A
Exscutive . 7 Preseit .+ -l o0 T 1 ON ' N
Promoter : T :
Non-Executive - Present SR TR sNE S
Norninee Director : SIS S :
independert . : [ S S :
Non-Executive 4 Presert -0 @l ol TINES Nil
Nomikee Director : S S T T A '
Independent : o - : :
Nan-Executive Ni NA N - N
Independent - : E :
Nen-Executive 7 - Present 6 il
‘Independertt : : :
Nen-Execiitive 8 Present N ) ©ONit
Independent o : & .
_ Non-Executive B - Present . NI "Nl
{ndependent S Lo :
-Non-Executive _ 7 Present - e 5

- Inclua‘a dlrzc?msh:ps in private Imufcd compapies, foreign campames and campames ufmfr! Szcmn 51 o_f tkt Cmnpamrs Act, 1955 but exciudes alternate directerships.

M 3 K Rath wbo was representing JCICT Limited s lender ceaseit tolic nmmme dlfchurw’ ﬂecrjfom fﬁcptemb;r 2001, 54d Mrs. Nltya Kalyani was a,bpomtrd
-#s Hom _:m Thirector inbis place with g{fcct from ist September; 2004

[} g fhe financial, year ended 31st March, 2002, eight Boar‘d Mee nags ere heid.é'rhes@ E!oard Meetmgs were held on
th Apnl 20@1 18th. May. 2001, 18en July, 2001, 315tAugust 2001 22 Octuher. 2001, a4th November, 2001, 24th
anu&rv. 2002 and 4th March, 2002, :

g e last Annual General Maeting of the Carnpany was hed on ‘Eﬂth Ju*v. 2001
' I_'D!‘T” CQMMITTE‘.-E
[ tarms of reference of the Audlt Commrttee are: grven belo

- Tc havea discussions with the auditors periodicalliy about mbemal
'1¢b$ervatsons of the auditors and o review the. half«yea' -
the Board and ensure comphance of internal control system,s : S
TS oversee the Compary's financial reportnng process and the dis cssures o rts ﬁmanmai mformatmn to ensurethat
e ﬁnanc1at staterneant is correct, sufficiert and credlbte. L _ k : .
'Rec@mmendlng the appointment and removat: ofextema audlt ;
For'| any other services.
f'ﬁevnewmg With management the annuai ﬁnanoal statements
: - Reviewing with the management, external and el Biidita
* Havigwing the agequacy of internal audit funckion, mc:lucimg the:s
:jand 5emonty of the official heading the departmeht. reporting 5
| Discus$sions with |nternat suditors on any s:gnsﬁcant ﬁhdlngs and QHOW up thereon
Rewewmg the ﬁndmgs ofany internal Jnvestlgatlona Ly the mtea_: auditors it mai:tars where there is suspectad
: fraud or iraguiarity ora failure of internal cortro systems Q‘Fa materlai riatire and reaporimng the matterto the Board.
o Dlscusszons with external auditors before the audit’ commences, nature and aci:pe of aud;’c as well as to have
post- audrt discussion to ascertain any area of concem. | - i . . .
Reviewing the Cormipany's financial and risk management poh 'es PR .
}To ook ints the reasons for substantial defaults 1n e pwr‘neﬂ Thie daposdzors. debenture holcﬁers shareholders
i '(m case of 1on- payment of dec!ared deEnds} and craditor’s, iy,

ohtml systems the scope of audst nnc!udlng the
; aL ﬁnanmal statements beﬁ:r@ 5umessxcn to

xa‘;cin;’m c;:f audit'fee a_n_ci _alsc éppr_oval For payimaert:

submussmn to the Bcard
he adequacy c:f 1ntemal control systems.

ci:ure Cn‘the mternal audlt department staffing
cture coverage and Frequency of mtemal audat

- 31sT ANNUAL REPORT 2001 - 2002


http://www.reportjunction.com
www.reportjunction.com

