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'WECAN'.

SCEPTICS OUTLINED A
NUMBER OF REASONS WHY

. WE WOULD FAIL IN FY201/

- WHEN WE WERE FACED

- WITH A RECORD 1300

| CRORE INCREASE IN OUR
. ORDER BOOK.
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THEY SAID WE DIDN'T
HAVE ENOUGH CREWS.

THEY SAID WE DIDN'T
HAVE ENOUGH

PROFESSIONAL TALENT.

THEY SAID WE DIDN'T
HAVE THE EXPERIENCE
TO MANAGE SCALE.

THEY SAID WE DIDN'T
HAVE A BROADBASED
CAPITAL STRUCTURE.

THEY HADN'T FIGURED
THAT WE POSSESSED
SOMETHING MORE
PRECIOUS THAN ALL
THESE CHALLENGES
COMBINED.

@ Ourself-belief.
, Captured in two
.  , simple words.
2 n'
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MORE THAN A STATEMENT. A PHILOSOPHY AT ALPHAGEO
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The courage to stay in the fight
even when the odds appear
loaded against you

The conviction that there must
be a better way even though

it may not be immediately
evident

The belief that team-working
1S the eventual balm that
counters the pain of multi-site
challenges
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The knowledge of all the nuts
and bolts of the business,
making it possible to take
informed decisions ground -
level up




Peak order book (Rs, cr), Peak order book (Rs, cr), Maximum crews the Crews the company Personnel before Personnel in
net of taxes, until 2016-17  net of taxes, in 2016-17 company worked with  worked with in 2016-17 2016-17 2016-17
before 2016-17.
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At Alphageo, we entered our business three decades

A-lp ha_ e O S We C an ago around the conviction that as India needed

increased oil to address its growing industrial and
confidence ..and how it SR b e
nspired us to ove rcome Al S A
the biggest challenge in coniracts did ot happer When TIeTe Ws10  orcer

flows declined.

O u r e X ]. S t e n C e During those challenging days, Alphageo selected to

shrink rather than disappear. The one positive result
of those challenging days was that Alphageo created
a frugal cost structure; this structure made it possible
for the company to adapt to the worst of times; the
structure never bloated during periods of recovery.

The result of Alphageo staying in the game was

that the company accreted knowledge. The
company stayed with minimal debt. The company'’s
management structure remained lean.

The combination has paid off.

Alphageo is possibly the largest seismic services
company in the world (ex-China and Russia) in
terms of crews. The company enjoys an undisputed
global cost leadership.

And all because a small voice kept whispering two
words a few decades ago when all looked hopeless.

‘We can’.
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® At Alphageo, we were faced with an interesting irony last year.

[ ]

° On the one hand, we were absolutely delighted to receive the
largest order in our existence — and possibly one of the largest

/ orders for seismic services received by any company in the

° ° world.
On the other hand, we were challenged by the need to

aggregate the largest aggregation of diverse resources in the

° shortest time - of capital, executives, workers and equipment.
////

Besides, the challenge lay in aggregating these resources with
considerable experience into a distinctive Alphageo way of
things, which required considerable learning and unlearning.

Of all the things that Alphageo achieved during the year under
review, this proved the most intimidating.

sty el Finally, when Alphageo mobilised resources on schedule
resgui%ioofgcﬁ;eule across ten sites in early October and scaled to 17 different sites
across ten sites in early as the season progressed, a new-found conviction emerged.

October and scaled to
17 different sites as the
season progressed

A conviction reflected in two words.

‘We can’.
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Alphageo’s We can'
confidence... and how it
inspired us to overcome
the biggest challenge in
our existence

Annual Report 2016-17 | 9
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Alphageo’'s 'We can’
conviction ... and how
1t protected our Balance
Sheet integrity at a time
of stress

10| Alphageo (India) Limited

What would have
normally been paid out

of reserves and debt
was now paid out of
accruals

At Alphageo, there was a danger that
the largest order inflow in our existence
would destroy something we cherished.

QOur Balance Sheet.

The attractiveness of the Alphageo
Balance Sheet was something we had
zealously protected across the decades.

Minimal debt. High margin. Free cash.
High return on employed capital.

When we received the largest order
inflow, even well-meaning analysts
indicated that we would have to live with
a weaker Balance Sheet. Because we
would need to mobilise large debt to buy
crews. Because we would need to live
with moderated margins offset by larger
volumes.

At Alphageo, we negotiated stronger
for crews: larger discount, staggered
payment and quicker delivery.

The result: what would have normally
been paid out of reserves and debt was
now paid out of accruals.

‘We can’.
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Alphageo’'s 'We can’
conviction ... and how

1t enabled us to work
concurrently across 1/ sites

At Alphageo, we developed a respect for
being able to negotiate some of the most
Inhospitable sites across the country —
and still delivering projects on schedule.
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The company was
close to achieving its

operating target in
2016-17.

We addressed the same challenge in 2016-17 — with a
difference.

Across the last 30 years of our existence, we were required to
work in one challenging terrain at a time, making it possible

to focus our organisational energy completely on the project
at hand.

In 2016-17, we were required to work on 17 of the most
diversely challenging locations in India.

Concurrently.

The desert sands of Rajasthan. The challenging Deccan.
The difficult valleys of Chambal and Sone. The shrimp
farms of Andhra Pradesh. The farmlands of Karnataka.

The undulating North East. The Himalayan mountains in
Uttarakhand.

The company responded to this logistical nightrmare

with a combination of technology and process discipline
(reporting).

Even as most said that it would never be possible to manage

this scale, the company was close to achieving its operating
targetin 2016-17.

Emphasising that when it comes to the possibility of failure,
nothing works better than teamwork.

‘We can’.

CORPORATE OVERVIEW 1
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Corporate snapshot Our pedigree * We are committed to excellence in

Vision: Emerge as a leading all that we do, and through this, create Our order book

Alphageo (]:ndla) LlII]lted ].S Oﬂe Of the WOﬂd’S 1aIgeSt geophysical services player with global value for all our stakeholders
SEISITIC SEIVICE Companies, oy s sompits 24640

We enjoy a multi-geographic, multi-
i ; Mission: Alphageo’s goal is to emerge  terrain and multi-customer experience. Line km of 2D Seismic data
The company is also one of the lowest cost service 26 the industry's preier provider o ° e
. . cost-effective seismic services and Other information
providers in the world.

geophysical solutions. - . BSE Code: 526397
This scale and cost leadership have been derived Tvy;wht'd ‘i;'”tzg*;gijfZ s v g IO s:q3 Kr%fSODSeismic e
Jomanumberof capabiines e e Lomoon | Sememienan | g
Staying in business through good markets and bad. envionment and sociees n which 1 ZOO
Continuous engagement with prominent customers. e Eed) °
Courageous ability to embrace challenging projects. netorees (appey :

And that has made all the difference.
_ 2016-17: The inflection year
We have emerged as aIg-uab]'y t:he faSteSt gIOVVln'g Net profit margin stood at 24.48% in

seismic services provider in the world. Revenue from operations grew by 2016-17 against 14.68% in 2015-16
to 329656 lakhs in 2016-17 32.98% in 2016-17 against 11.97% 43 . 80

332% from 26860 lakhs in 2015-16 Return on Capital employed stood at

EBITDA grew by 484% from 21627 1N 2015-16 Promoters’ holding,
The company was founded by We provide 2D and 3D seismic We are headquartered in Hyderabad 2016_1_7 Domestic contracts
visionary Late Alla Shankar Reddy and related services (seismic (India) with a working experience Net profit grew by 607% from X1031 Received 6 contracts for 2D Seismic
in 1987. The company has been data acquisition, processing and across 13 states in India as well as lakhs in 2015-16 to 7293 lakhs in Data Acquisition in unappraised land .
grown from its first day of operations ~ interpretation) for exploration Myanmar and Republic of Georgia. 2016-17 areas of the Sedimentary Basins Institutional halding,
by Dinesh Alla, currently Managing companies in the oil and gas sector. Our equity shares are Iis_ted on Profitabilit of India from Oil & Natural Gas March 31, 2017 (%)
Director. bourses of the BSE Limited (BSE) Y

EBITDA margin stood at 31.90% in Corporation Ltd, Mumbai

and the National Stock Exchange of . o
ia L (NSE. 2016-17 against 23.17% in 2015-16 54689

Market capitalisation,
March 31, 2017 (Rs lakh)

61533

Enterprise value,
March 31, 2017 (Rs lakh)

y
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The big
Alphageo
numbers

3

Countries where
Alphageo has worked

32

Number of customers the
company has worked with

29680

GLK of 2D seismic survey

0434

Sqg km of 3D seismic
Survey experience across
challenging terrains

CORPORATE OVERVIEW 1
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),
Number of years of Number of sedimentary x\\\%\ %
experience in seismic basins of experience
data acquisition

00 ol

Per cent of original team still Number of
working with the company completed projects

1360 17

Person-years of experience
in multi-basinal and

(111 Iy, ;
\ | i
LA Sites at which projects was ‘ i
§ i W l§
||||m challenging terrains undertaken concurrently ‘ m ”””' H .
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From the Chairman’s desk

‘| am optimistic that a

Serious upstream service
provider like Alphageo
addresses a bright futui
LSt
growth ahead.”

with years of s

| am pleased to present a record
performance of your company for
your attention.

During the last financial year, your
company a reported 332% increase
in revenues and a 590% growth in
profit after tax. This is the beginning
of a major upswing in our financial
performance across the foreseeable
future based on our existing order
book and preparedness.

However, the big question that most
analysts are asking is whether we
are seeing the beginning of a long-
term decline in the prospects of the
global oil industry. Their concern
arises largely out of a combination
of two concurrent realities: the

18 | Alphageo (India) Limited
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sharp meltdown in oil prices that
we have seen in the last couple

of years on the one hand and a
rapid embrace of renewable energy
technologies the world over on the
other.

At Alphageo, we believe that the

growth in oil consumption could

taper but the age of oil is far from
over.

There are a number of reasons to
support this conviction, especially
when this is applied to the Indian
context.

India took around 60 years to reach
its first trillion dollars in economic
size; it took seven years to climb

to its next trillion and the country’s

economy is expected to treble by
2030 to $7 trillion. This rapid
economic growth will need to be
built on the back of significant
transformations across several
building blocks, the primary being
infrastructure build-out, energy
availability and sustainability. The
faster the country grows, the more
energy will be needed to fuel it and
the greater the role of oil and gas.

Besides, even as the consumption
appetite of the country increases in
line with the country’s economic
growth, India would still be playing
catch-up: India’s per capita energy
consumption currently is only a
third of the global average.

What we are now seeing in terms
of India’s energy growth represents
a combination of growth addressal
and catch-up; the country’s
energy consumption has grown

at a compounded annual growth
rate of about 6% during the last
decade. BP Energy Outlook 2035
indicates that India could report
the fastest energy consumption
growth among all major economies,
the rapid increase in non-fossil
fuel production notwithstanding.
The result is that India’s energy
consumption is expected to grow
128% by 2035. This outlook

is influenced by the reality that
even as India’s per capita energy
consumption more than doubled
over 15 years, almost 240 million
Indians still do not enjoy access to
affordable energy.

Besides, according to IMF, lower oil
prices should translate into higher
spending and therefore catalyse
global growth. The increase in
spending by oil importers is likely
to exceed the decline in spending
by exporters; lower production

technologies in

costs will stimulate supply in other
sectors for which oil is an input.

While the rise of electric cars has
led some big players in the industry
to warn of oil demand tapering,
analysts at Morgan Stanley indicate
that the conventional global car fleet
is increasing by 40 million a year,
net of scrapping. This alone should
account for about 600,000 b/d of
growth, or half the 10-year average.
Besides, a higher use in planes,
freight and petrochemicals could
drive consumption further.

So even as renewables,
hydroelectric and nuclear power
are expected to provide half of
the overall global growth across
the next 20 years, ail, gas, and
coal could continue to remain
the dominant energy sources.
The result is that oil demand is
predicted to grow by an average
0.7% per year to reach 110
million barrels per day by 2035.
Even as oil, gas and coal remain
the dominant sources of energy,

We were the

first to invest We graduated

in cutting- our performance

edge sectoral into the industry’s
benchmarks.

India.

We extended
beyond the
regional to the
national to the
international.

accounting for 85% of the energy
mix in 2015, they could moderately
decline to 75% in 2035.

Like China a decade ago, India

is seeking to hedge its emerging
energy needs by investing in new
production at home and abroad.
The one difference in India’s
strategy and that of China is that
while China’s additional spending
came during a commaodity super-
cycle that saw WTI crude peak
$147.27/bbl in 2008, India’s
increased exploration spending has
come in the midst of the biggest
energy price crash in a long time.

| am happy to communicate

that the Indian government has
responded to this meltdown in a
proactive way. As the price of oil
declined more than 50% from
mid-2014 levels, India expended
$60 billion less on crude imports
in 2015 than the previous year
even as it bought 4% more ail. It
is evident that India has prudently
invested its savings in exploration,

We held on
to our people
across extended

we did not get a
single contract.

We selected to We incorporated
nurse minimal
debt for long

tenures even periods,
strengthening
sustainability.

kick-starting a virtuous cycle of
probable self-sufficiency. The
government is accelerating reforms
in this area; the new Hydrocarbon
Exploration and Licensing Policy

is intended to kickstart upstream
investments, draw new players,
accelerating exploration activity
and enhance the possibility of new
finds.

| am optimistic then that the sharp
increase in the country’s prevailing
exploration spending is not a
one-off exercise but the start of a
long-term seriousness to enhance
the proportion of oil ownership that
could create a strong foundation for
the country’s sustained economic
growth.

In view of this, | am optimistic that
a serious upstream service provider
like Alphageo addresses a bright
future with years of sustainable
growth ahead.

Z.P. Marshall, Chairman

We evolved
responsible from local
systems that
minimised international
environment talent
impact. recruitment.
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Operational review

Q: Were you pleased with the
company'’s working during the
financial year under review?

A: The answer would have to be
an emphatic yes! When we entered
the financial year under review,

we braced for a large order inflow;
what eventually transpired was that
we received the largest order inflow
in our existence: from an erstwhile
peak order book of 242 cr we now
addressed a peak order, an order
book (net of taxes) of more than
%1500 cr.

It was one thing to report an
unprecedented order intake; it was
another matter executing it. The
order book required us not just to
scale our team; it required us to
virtually transform our game. It

“We delivered better than

we expected during a year of
challenging operational realities
—and that translated into record
revenues and profits.”

Mr Dinesh Alla, Managing Director, explains how Alphageo rose

to the challenge in 2016-17

20 | Alphageo (India) Limited

requires us to virtually reinvent the
organisation.

And here let me add that a number
of industry observers indicated that
we had bitten off considerably more
than we could chew. They felt that
we would not be able to mobilise
our crews at all and that we would
be completely embarrassed. | am
proud to state that we not only
mobilised our crews, we did so
largely on schedule, and in doing
so, demonstrated that the best
hour of Alphageo was easily at a
time when its pedigree was most
extensively doubted.

Q: What were the operational
challenges that the company
faced during the year under
review?

A: The largest concurrent crew
outlay that Alphageo had managed
in the past was 4; this time round,
the company was expected to
mobilise 10 crews on 3 October
2016. This was a result of a
complex and unprecedented
logistical and operational realities.

| am proud to report that we
mobilised eight crews on schedule
while two were delayed due to
terrain challenges; of the eight that
reported on schedule, there was a
delay in operationalising two crews
due to unseasonal October rains.
The fact that all our crews were

in complete operation by the later
part of the month is a validation

of our organisational passion in
overcoming challenges.

Q: What were some of the
other challenges that the
company encountered during
the year under review?

A: The other challenge that we
encountered during the year

under review was completely
related to ground realities. In our
business, there is a process called
‘permitting’, which entails entering
a farmer’s plot with his permission
and proceeding to take the shots
required for seismic data collection.
In the past, the company had
employed the manual drilling
process which entailed a nominal
disturbance of the farm area.
However, majority of the crews
operation during the year required
the use of mechanised drilling to
ensure proper data acquisition.
The mechanised rigs in the form of
truck / tractor mounted rigs cause
larger farm disturbance. The result
was a higher incidence of on-site
delays necessitating resolution. The
fact that we had 17 crews across
the country with diverse on-ground
realities stretched our operational
bandwidth and | must confess that
we could have generated higher
production if some issues in sectors
had been addressed in a better
way.

Q: What were the upsides that
the company reported during
the year under review?

A: When we received the
unprecedented order, we selected
to take a conscious reduction in
realisations — the volume growth
would have helped us address the
decline in realisations. | am pleased
to report that Alphageo simply
worked harder; we negotiated
effectively with our sub-contractors,
assuring them of sustained projects
for the next two-and-a-half years in
exchange for discounts; we got the
best deals for supply of equipment
and consumables; we benefited on
account of a surplus in manpower
at a time of sectoral weakness.
The result was that even as the
management had prepared for an
EBITDA margin of around 25 to
27 % during the year under review,
it reported an improved 31.90%.

Q: Where does the company
stand in terms of orders
received and completed?

A: The company had commenced
2016-17 with an order book of
%171 cr. During the course of the
year, the company received an
order inflow of 1300 cr; at the
close of the current financial year,
the Company had an executable

order book of 1217 cr. This
provides the company with a
revenue visibility until September
2019.

One of the conscious decisions
that the Alphageo management
undertook in 2016-17 was the
decision not to bid for any new
contract. At a time when the
management was faced with the
challenge of completing projects
successfully and handing them

to customers, it felt that bidding
for new projects would distract
management attention and dilute
priorities. The result was that
even as the company would

have been attractively placed in
addressing nearly 1300 cr of
projects announced in 2016-17,
it prudently abstained from
submitting its bids. We believe
that the goodwill arising out of the
competent conclusion and closure
of the contracts will strengthen our
credentials in getting more contracts
— better to engage in less work
completed with competence than
be thinly spread and weaken our
respect among customers.
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India's unprecedented
investment in prospecting
unexplored areas is likely to
greatly enhance the exploration
activity in hitherto unappraised
areas

Q: Are you optimistic of the
company'’s medium-term and
long-term prospects?

A: | am absolutely optimistic of
the company’s medium-term and
long-term prospects for some good
reasons.

Despite engaging in the largest
capital expenditure in our existence
— we invested %85 cr to grow

the number of crews under our
ownership from 4 to 17 within
just 3-4 months — we continued
to live with low gearing. Besides,
we capitalised on a global sectoral
weakness and negotiated not only
the lowest rates for crews, but also
the best payment terms (staggered
from the time of purchase to March
2018) for equipment with the
quickest deliveries. The result is
that normally we would have paid
for these crews out of our reserves
or debt; in this instance, we are
paying for the crews out of our
prospective earnings (accruals).
We believe that this quasi-asset-
lightness has strengthened our
business sustainability across the
foreseeable future.
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Q: What are the long-term
reasons for your optimism?

A: India’s unprecedented
investment in prospecting
unexplored areas is likely to

greatly enhance the exploration
activity in hitherto unappraised
areas; we believe that discovery
announcements will create an
even bigger investing interest in the
sector and a greater propensity for
on-the-fence companies to increase
their seismic investments. We
believe that when this transpires,
the global attention could shift to
India; some large global companies
could be incentivised to prospect
for hydrocarbons in the country;
this could graduate the country’s
seismic services market into the
next level.

Q: Where does Alphageo go
from here?

A: | am aware that a number of
shareholders would like to know

if there is a life for the company
after its prevailing order book of
Rs1217 cr(as on 31 March 2017)
has been successfully liquidated. |

have two answers for this: one, we
believe that India’s intent to find
more oil and gas from within will
not disappear overnight. There will
always be a reasonable pipeline of
seismic services projects to bid for.
Another, we believe that the time
has come to liberate the company
from a complete dependence on
seismic services; the company
intends to utilise the cash flows
generated from its ongoing
projects to invest in synergistic
niche businesses with sustainable
prospects. We believe that this
prudent investment of our profits
will make our base sustainable
and prepare Alphageo for the next
growth wave.

Q: What is the agenda for the
company in FY187?

A: We believe that FY17 was a
year of tactical excellence — a year
when we invested in operational
effectiveness, mobilised crews and
completed projects (some). The
year FY18 could be a bit different:
even as we do not take our eyes
off operations, the management

will focus on senior recruitments
and create a robust managerial tier.
In my position, | intend to focus
lesser on operations and more on
strategising the company’s next
round of growth. This could involve
the looking at new businesses on
the one hand and entering new
geographies on the other.

Q: What can shareholders
expect from the company
during the current financial
year?

A: We have additional 3

financial years and we expect

to do minimum %400 cr worth

of contracts every year starting
2017-18. We also believe that the
margins that we reported during
2016-17 are possible to maintain.
In view of this, we believe that we
would be in a position to report

profitable growth in the forthcoming

years that enhances stakeholder
value.

We have additional 3 financial
years and we expect to do
minimum 3400 cr worth of
contracts every year starting
2017-18.
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How we do business

At Alphageo, we have succeeded
across the decades by continuously
reviewing, adapting and reinforcing
our business model, generating
profitable growth.

The context of our sector

Core purpose

Seismic data acquisition and analysis
makes it possible for intending
exploration companies to get into
business. The data and analysis
empowers downstream companies
to make informed decision on

where and how to prospect for
hydrocarbons, enhancing their capital
efficiency

Oil-deficiency
The country’s self-sufficiency in
petroleum products declined from

22% in 2013-14 t0 18% in 2016-
17; the country’s import dependence
for crude shot up to a five-year high
of 83.4%.

Growing appetite

Oil product demand could grow
seven to nine per cent annually in
the next five to 10 years. While gas
demand is likely to grow seven per
cent by 2020, power demand could
zoom at an astronomical 44% from
2016 levels.

Unexplored

The sedimentary basins in India

are hardly explored to their potential
under earlier licensing regimes

and require more investments in
exploration. India hopes to increase
domestic production in a bid to
reduce import dependence on fossil
fuels by 10 percentage points to 67%
by 2022.

How we address the sectoral context

Courage

At Alphageo, we have enhanced

our sectoral reputation through the
voluntary embrace of challenging
projects in inhospitable terrains where
it is difficult to mobilise equipment
and personnel

24 | Alphageo (India) Limited

Completion

Alphageo is a trusted vendor with
the reputation of having completed
assignments on or earlier than
committed timelines. The result

is that the company is seen as a
seismic exploration partner of a
number of its large customers

Governance

At Alphageo, we believe that in a
business where trust and timeliness
are at a premium, a committed
governance foundation (Board

of Directors and process-driven
working) represents the foundation of
organisational credibility.

Brand

Alphageo’s brand generates a recall

of ‘dependability’ and ‘courage’.

The result is that whenever seismic
exploration projects are required to be
conducted in challenging terrains, the
large downstream customers generally
prefer to work with Alphageo.

Pioneering

Alphageo was the first to invest in
cutting-edge sectoral technologies in
India. The company’s performance
graduated to the industry’s

Our foundation of intangibles

benchmarks. The company extended
beyond the regional to the national to
the international.

Small Balance Sheet

Alphageo has consciously selected
to remain with minimal debt

for long periods, strengthening
business sustainability.

Responsible
Alphageo is a responsible company
that has incorporated practices

A\
)

and priorities that have minimised
environment impact.

Intellectual capital

Alphageo’s business is relationship-
driven. We held on to our people
across extended tenures when we
did not get a single contract. Nearly
60% of the company’s employees
were with the company for more than
five years as on 31 March 2017.
The company’s lower rate of attrition
of longstanding employees indicates
high enthusiasm.

The results of our business model

Growth

Alphageo has been a sectoral

outlier across the three decades

of its existence. In the last five

years ending 31 March 2017, the
company increased revenues 30-fold
corresponded by 48-fold bottom line
increase — profitable growth.

Sustainability

Alphageo possesses a robust Balance
Sheet that ensures sustainable
viability. The debt to Networth ratio
of the company as on 31st March
2017 is 0.336; EBITDA margin

is an attractive 31.90% in 2016-
17; return on capital employed is
32.98%; indicating the robustness of
the business engine.

Valuation

Alphageo’s business model has been
validated by the markets: market
capitalisation as on March 31, 2017
was 3546.89 Cr and Enterprise
Value as on 31 March 2017 was
3615.38 Cr
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Track record (based on global operations)

How we enhanced value in the last few years

Higher revenues

+21764

Revenues, Rs, lakhs

FY17 il TG~ "= . 30809

EBIDTA

+750G7

EBIDTA, Rs, lakhs
FY17 ST T A= 10373

FY16 IBE, 9045 FY16 (RYERIRE 2866

FY15 NS 7342 FY15 NS 2667

Fyis 9558 Fri4 IR WEDEESS 3794
Definition Definition

Growth in revenue from operations net of service tax.

Why we measure

This measure reflects the result of our ability and efficiency in
execution of projects competently.

Performance

Our aggregate revenues increased 240.62% to 30809 lakhs in
FY 17, which compared favourably with the 7.1% growth of the
country’s economy.

Value impact
Creates a robust growth engine on which to build profits

Earning before the deduction of fixed expenses (interest,
depreciation, extraordinary items and tax).

Why we measure

It is an index that showcases the company’s ability to optimize
business operating costs despite inflationary pressures, which can
be easily compared with the retrospective average and sectoral

peers.

Performance

The company’s EBIDTA grew every single year through the last three
years. The company reported a 261.93% increase in its EBIDTA in
FY17 — an outcome of painstaking efforts of its team in improving
operational efficiency.

Growing profits

+38G2

Net Profit, Rs, lakhs
FYY N S M . 5055

EBIDTA margin

+198 bps

EBIDTA margin, %
FYU el TR "= 33.67

FY16 parsa 1163
_FYIS BN 1450

Y14 T T S 2647
Definition

Profit earned during the year after deducting all expenses and
provisions.

Why we measure

It highlights the strength in the business model in generating value
for its shareholders.

Performance

The company’s net profit grew every single year through the last 3
years. The company reported a 334.65% increase in its net profit
in FY17 — reflecting the robustness and resilience of the business
model in growing shareholder value despite external vagaries.

Value impact
Adequate cash pool available for reinvestment, accelerating the

growth engine
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FYl6 RN eV 3169
Fy15 NGV =N 3633
o RIS et AT e 39.69

Definition

EBIDTA margin is a profitability ratio used to measure a company’s
pricing strategy and operating efficiency. Higher the operating
margin, better for the company.

Why we measure
The EBIDTA margin gives an idea of how much a company earns
(before accounting for interest and taxes) on each rupee of sales.

Performance

The company reported a 198 bps increase in EBIDTA margin in
FY17. This was the result of enriching its product basket with
superior products and higher improved operating efficiency across
the business.

Value impact
Demonstrates adequate buffer in the business, which when
multiplied by scale, enhances surpluses

ROCE Gearing

+1679 bps +0.253

ROCE, % Debt-equity ratio, x
YL e TR~ "AE= e 3026 FYL7 il T~ N 0.276
FYi6 b 2 £ 0] S 1347 Fyic o 0.023
FY15 NS ATV 18.75 Fyis N 0.016
Y14 ST S 31 60 Fy14 NN 0.064

Definition Definition

It is a financial ratio that measures a company’s profitability and the
efficiency with which its capital is employed in the business.

Why we measure

ROCE is a useful metric for comparing profitability across companies
based on the amount of capital they use - especially in capital-
intensive sectors.

Performance

The company reported a 1679 bps increase in ROCE in FY 17 —a
showcase of prudently investing every rupee in profitable spaces that
generate higher returns for shareholders.

Value impact
Enhanced ROCE can potentially drive valuations and perception

This is derived through the ratio of debt to net worth (less
revaluation reserves).

Why we measure
This indicates the ability of the company to remunerate shareholders
over debt providers (the lower the gearing the better).
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Performance

The company'’s gearing fell from 0.023 in FY151t0 0.276 in FY17.
We recommend that this ratio be read in conjunction with net debt/
operating profit (declining, indicating a growing ability to service
debt).

Value impact

Enhanced shareholder value by keeping the equity side constant;
enhanced flexibility in progressively moderating debt cost
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Management and

discussion and analysis — 2016-17/

Global economic overview
Global economic growth stagnated
ataround 3.1% during 2016
following a deceleration in trade
activities, lowered investments and
political uncertainties in advanced
economies. The year was marked by
the United Kingdom'’s decision to exit
the European Union and the election
of Donald Trump as the American
President.

Consumers expended cautiously;
expenditure increased by 2.4% in
real terms over 2015, well below the
corresponding increase in disposable
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incomes in the Asia Pacific region.
Advanced economies witnessed a
stronger-than-expected pickup in
growth mostly due to a reduced drag
from inventories and some recovery
in manufacturing output.

External risks comprised the
following realities:

Governmental protectionism: In
2016, G20 countries took several
measures to provide economic
stimulus but a growing sense of
protectionism affected global trade
sentiment.

g

Faltering growth: Global economic
growth stagnated at around

3.1% during 2016 following a
deceleration in trade activities,
lowered investments and political
uncertainties in advanced
economies.

Brexit impact: The immediate
impact of Brexit is enhanced
investing caution. Currency
depreciation could increase risk
aversion and affect weak Asian
currencies and impact foreign
inflows. [Source: Economic Times]

o

Going ahead, global growth is
estimated to rise from 3.1% in

2016 to 3.4% in 2017 as economic
activity rebounds in advanced and
developing economies. (Source: World
Bank, Euro monitor, IMF)

Global growth trends

2016 2017 (P) 2018 (P)
Global economy 3.1% 3.4% 3.6%
Advanced economies 1.6% 1.9% 2.0%
Emerging market and 4.1% 4.5% 4.8%

developing economies
(Source: IMF)

Indian economic overview
India’s economic growth has been
pegged at 7.1% for FY 2017, down
from 7.6% recorded in FY 2016
(Source: CS0O), the decline accounted
by demonetisation starting from the
third quarter onwards.

The growth rate of India’s industrial
sector was estimated to moderate
t0 5.2% in FY 2017, down from
7.4% in FY 2016. The country’s IIP
registered a modest growth of 0.4%
during the April-November period of
2016-17. The cumulative growth
for the period April-March 2016-17
over the corresponding period of
the previous year was 5%. (Source:
http://mospi.nic.in/sites/default/files/iip/
iip_ PR _12junl17.pdf)

With Rajasthan, Madhya Pradesh
and Maharashtra receiving 20%
more rain than the usual, the
agriculture sector is expected to grow
at an above-average 4% on a weak
base caused by two consecutive poor
monsoons.

The services sector is the largest in
India. Gross Value Added (GVA) at
current prices for the services sector
was estimated at ¥73.79 lakh crin
2016-17, accounting for 54% of
India’s GVA of 137.51 lakh cr. The
sector grew at an average of 7.7% in
FY17. (Source: Livemint)

The factors affecting the growth of
the Indian economic comprise the
following:

GST disruption: The overall average
tax-to-GDP ratio for emerging
markets and OECD-member
countries stood at 21% and 34%,
respectively, while India’s stood at
16.6% in FY16. The Government
introduced a unified GST, which
could streamline tax rates across
different States (Source: Economic
Survey).

Rising NPAs: Gross NPA more than
trebled from 1,759 billion in 2013
to 5,504 hillion in 2016. Although
interest rates were cut, the lending

scenario remained cautious for
banks. (Source: RBI)
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The outlook for India appears

bright even as growth forecast for
2017-18 moderated 40 bps due

to cash shortages and payment
disruptions following demonetisation.
India’s GVA growth is likely to

stay at around 6.6% as economic
activity normalises. The proposed
implementation of GST could boost
interstate trade. (Source: IMF, ICRA)

The global oil industry
Despite robust demand for petroleum
products, relatively high production
and inventory levels provided
downward pressure on crude oil
prices throughout most of 2016.
However, recent agreements to

curb production over the next six
months within the Organization of
the Petroleum Exporting Countries
(OPEC) and additional pledges by
some key non-OPEC producers put
an upward pressure on prices at the
end of 2016 as markets appeared to




be anticipating tighter balances than
previously forecast.

Crude oil prices fell into what
seemed like a bottomless pit in

early 2016, with analysts trying to
pre-empt each other with bold calls
on where crude would bottom. North
Sea Brent crude oil prices averaged
$47/bbl in May, a $5/bbl increase
from April and the fourth consecutive
monthly increase since reaching a
12-year low of $31/bbl in January.
In the June Short-Term Energy
Outlook, the US Energy Information
Administration forecasts Brent crude
oil prices to average $43/bbl in
2016 and $52/bbl in 2017.

The decline in oil price was on
account of the following global
realities:

Rising inventories: The US
possessed ~500 million barrels

in inventory, OECD Nations 375
million barrels, and China more
than 400 million barrels (attempting
to increase to 500 million barrels),
moderating oil prices.

Declining demand: The world is
increasingly gravitating towards fuel-

I
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efficient vehicles, moderating relative
oil off take.

Strengthening dollar: A strong dollar
created a ‘negative feedback loop’
for the US as exports to the country
became more expensive, moderating
the manufacturing-related off take

of ail.

OPEC policy change: The share

of OPEC nations is 43% of the
world’s crude oil, OPEC’s oil exports
represent about 60% of the total
petroleum traded internationally.
This share declined following rising
oil production from unconventional
sources (bio-fuel). The result is
that OPEC’s ability to balance the
market through production cuts

or increases has declined. OPEC’s

share of global oil supply has eroded.

To protect market share, several
OPEC members offered discounts
to Asian oil importers, abandoning
price targeting. OPEC agreed to cut
production by 1.2 million barrels
per day to 32.5 million barrels per
day from 1 January 2017. (Source:
Economic Times, EIA)

India’s gross petroleum import hill,
including shipments of crude oil and
petroleum products, rose-nine per
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cent in the last financial year to $
80.3 billion on the back of a seven
percent rise in volumes and a three
percent increase in the average
crude price. Crude oil imports rose
by more than five percent to 213
million tonne (MT) and the crude oil
import bill increased by more than
nine percent to $70 billion in the
last fiscal compared to $64 billion
recorded in 2015-2016. According
to data available on PPAC, petroleum
product production — including
petrol, diesel and LPG — from
indigenous crude fell one percent to
34.7 million tonne (MT) last fiscal
year from 35.2 MT in 2015-2016,
while the country’s consumption of
petroleum products increased by five
percent to 194 MMT. The country’s
self-sufficiency in petroleum products
declined from 22% in 2013-2014
to 18% in 2016-2017 due to strong
consumption growth and declining
domestic production.(Source:
Economic Times)

Global energy market

The global energy landscape is
changing as tradi\t\iQnaI\ demand
pockets are being ovértétken\ by
fast-growing emerging markets.

The energy mix is shifting, driven
by technological improvements and
environment concerns.

A central feature of the energy
transition is the gradual carbon
content optimisation of the fuel

mix. Rapid improvements in the
competitiveness of renewable energy
mean that increases in renewable,
together with nuclear and hydro
energy, provide around half of the
increase in global energy out to
2035. Natural gas is expected to
grow faster than oil or coal, catalysed
by the rapid growth of liquefied
natural gas.

Global crude oil industry

Prices: Brent averaged $43.74

per barrel in 2016 compared with
$52.32 per barrel in 2015. Despite
robust demand for petroleum
products, relatively high production
and inventory weakened crude oil
prices throughout most of 2016.
Crude oil prices could moderately
increase in 2017 following growing
oil demand, declining stocks and an
extension of the OPEC/non-OPEC
agreement. Prices are projected to
increase to $60 per barrel in 2018,
assuming inventories returning

to more typical levels. (Source:

World Bank, US Energy Information
Administration)

Demand: Global oil demand
continued to grow at a relatively
robust annual rate of 1.3 million
barrels per day in 2016 although at
a slower pace than 2015 triggered
by lower oil prices. The jump could
be attributed to members of the
OECD, where demand grew by an
average of 0.5 million barrels per day
during 2015 and 2016. In the first
quarter of 2017, OECD demand rose
marginally, with the gains in Europe
being offset only by declines in the

other OECD regions. Oil demand
growth in non-OECD countries was
comparatively stable in volume
terms, rising at an average annual
pace of 1.4 million barrels per day
since 2005, with well over half of
the increase in Asia.

In 2017, global oil demand is
projected to increase by 1.3 million
barrels per day to an average of
97.9 million barrels per day. All of
the growth is expected to occur in
non-OECD economies, with Asia
accounting for 1.0 million barrels
per day of the gain. China and India
are projected to add a combined 0.6
million barrels per day to demand.
(Source: International Energy Agency)

Supply: Global oil supply in 2016
averaged around 95.82 million
barrels per day, representing an
increase of 0.34 million barrels
per day compared to 2015. The
relatively weaker oil prices, lower

investment and cuts in Indian Oil
Corporation’s capex led to a decline
of 0.43 million barrels per day

in non-OPEC output. The share

of OPEC crude oil in total global
production stood at 33.1% in 2016.
In 2016, non-OPEC production
contracted by 0.8 million barrels per
day, but this was more than offset by
a 1.2 million barrels per day increase
in total OPEC production.

OPEC abandoned its two-year
market share strategy when it agreed
in late 2016 to reduce production
by 1.2 million barrels per day (from
October levels) in the first half of
2017. Saudi Arabia agreed to the
largest reduction of 0.49 million
barrels per day, while Iraq accepted
a cut of 0.21 million barrels per day.
The US could remain the #1 source
of global oil supply till 2020. (source:
World Bank, International Energy Agency)

Demand/supply balance until 2Q17
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Trade: Global purchases of imported
crude oil totalled US$679.1 billion
in 2016. Overall, the dollar value of
crude oil imports for all importing
countries was down by an average
-61.9% since 2012 when crude oil
purchases were valued at $1.751
trillion. Among continents, Asian
countries accounted for the highest
dollar worth of imported crude

oil during 2016 with purchases
valued at $331.6 billion or 49.4%
of the global total. In second place
were European nations at 28.6%
while 17.7% of worldwide crude

oil imports were delivered to North
America. Middle Eastern countries
accounted for the highest dollar
value worth of crude oil exports
during 2016 with shipments valued
at $310.6 billion or 45.8% of global
crude oil exports. (Source: www.
worldstopexports.com)

Global natural gas industry
Natural gas is pegged to grow faster
than oil and coal - a rate of 1.6%
per annum between 2015 and
2035. Shale production accounted
for ~60% of the increase in gas
supplies, driven by the US where
shale output more than doubled.
China emerged as the second-
largest shale supplier. Increases in
conventional gas production were
led by the Middle East, Russia and
Australia.

The main centres of demand growth
comprised China, Middle East and
US. The largest contribution to
consumption growth was derived
from the industrial sector (with
combusted and non-combusted

use together accounting for 45% of

growth) followed by power (36%).
(Source: BP Energy Outlook)

Global LNG trade in 2016 reached
a record 258 million tonnes — an
increase of 5% from 2015, and

the largest ever year for LNG trade.
This dramatic increase is particularly
noticeable when compared with the
average 0.5% growth rate of the
previous four years. LNG was a fuel
of choice in new markets; the most
pronounced increase in demand
was from Asian markets, with
China’s LNG consumption increasing
dramatically by 35% to 27 million
tonnes per annum. Some markets
—Japan and South Korea being the
largest — showed signs of satiation
as alternative energy forms came

to the fore. In Brazil hydro power
reduced demand for LNG by 80%.
LNG imports catalysed developing
economies in Asia and Latin
America. (Source:www.igu.org/news/igu-
releases-201 7-world-Ing-report)

Natural gas consumption is expected
to be higher in 2017 and 2018 than
in 2016, based on a return to more
typical winter temperatures. (Source:
International Energy Agency)

Indian oil and gas industry
India is the third-largest consumer
of crude oil and petroleum
products in the world with oil

and gas contributing 34.4% to
primary energy consumption. India
maintained its energy demand
growth at 5.4%.

The importance of oil in the
Indian economy cannot be over-
emphasised.

India is one of the largest importers
of oil in the world. It imports nearly

(In US$ billion)

Reduction in India’s
current account deficit
caused by a fall in oil
prices by US$10 per
barrel.

80% of its total oil needs, a third of
its total imports. India’s economic
growth is linked to energy demand.
A fall in prices drives down the value
of its imports, reducing its current
account deficit. A fall in oil prices by
US$10 per barrel helps reduce the
current account deficit by US$9.2
billion or nearly 0.43% of the Gross
Domestic Product. (Source: Livemint)

Similarly, a rise in oil price leads

to an increase in the price of most
goods and services in India. Every
US$10 per barrel fall in crude oil
price helps reduce retail inflation by
0.2% and wholesale price inflation
by 0.5% (Source: Moneycontrol).

The government deregulated petrol
price in 2010 and diesel price in
2014. It, henceforth, allowed oil
marketing companies to decide on
the prices of fuel, considering the
change in international oil prices and
currency exchange rate. Effective
from 2017, the Government allowed
putting in place a mechanism under
which fuel prices (petrol and diesel)
would be aligned to international
crude oil prices on a daily basis.

For an oil importing country like
India, a fall in oil prices is good for
the rupee. However, the downside
is that the dollar strengthens every
time the value of oil falls, which can
negate any benefits from a fall in
current account deficit.

A fall in global oil prices could be
beneficial for India, but affects
exporters of petroleum producers

in the country as India is the

sixth largest exporter of petroleum
products in the world earning around
US$60 billion annually.

India’s reserves-to-production ratio
for oil is estimated at 25 years. The
potential for gas seems brighter

at more than 30 years, which
compares weakly West Asia nations
who possess over 80 years of
reserves (global average 50 years).
This makes it imperative to prospect
more oil and gas.

Estimates suggest that India’s import
dependency on hydrocarbons is
projected to increase from 80%

to 90% by 2040, leaving the
country vulnerable to geopolitical
developments.

Around 3,000 wells have been
drilled in India’s offshore basin at an
average density of one well per 146
sq km, compared with other offshore
basins like US Gulf of Mexico, drilled
with an average density of one

well per 14 sq km. This indicates
attractive headroom in the event of a
potential discovery.

India’s natural gas production

January '14
January ‘15
January '16
January '17

Production and consumption: Crude
oil output fell by 2.5% to 36.01
million tonnes during April-March
FY2017, in addition to the 1.4%

fall recorded in FY2016. India was
the largest contributor (21.8%) to
incremental global oil consumption
in 2016. Industrial fuels contributed
to the growth more than vehicular
fuels reflecting the shift to more
efficient pet coke and away from coal
and improving economic activities.

India’s oil consumption grew

8.3% to 212.7 million tonnes in
2016 compared with the global
growth of 1.5%, making it the
third-largest oil consuming nation
in the world (nearly 4.8% of the
total consumption). Between 2005
and 2015, India’s oil consumption
grew by 4.9% while in the global
oil consumption rose by 1%. The
composition of Indian growth has
been unique since it was due to
8-22% growth in LPG, aviation
turbine fuel, petroleum coke, and
fuel oil unlike for the other countries
where gasoline and diesel were key
growth drivers. (Source: Business
Standard)

Imports: Crude oil imports rose

by more than 5% to 213 million
tonnes as India’s crude oil import bill
increased by more than 9% to $70
billion compared to $64 billion in
2015-16. India’s petroleum product
imports by quantity rose by 22%

to 36 million tonnes from 29.5
million tonnes in 2015-16. The
increase in imports can be attributed

to increased pet coke imports by

the private sector. The country’s
petroleum product import bill rose by
5% to $10.6 billion.

Petroleum product production —
including petrol, diesel and LPG

— from indigenous crude fell by

1% to 34.7 million tonnes from
35.2 million tonnes in 2015-16,
while the country’s consumption of
petroleum product increased by 5%
to 194 million tonnes. India’s import
dependence on crude increased
marginally to 82% from 81% a year
ago. (Source: Petroleum Planning and
Analysis Cell)

Since India deregulated diesel prices
in October 2014, gasoline demand
continued to grow sharply and
analysts expect demand to report
double-digit growth again in 2017
on the back of growth in transport
demand and air travel, and the
country’s growing petrochemicals
appetite.

With double-digit demand growth
for oil set to outpace China for the
third year in a row and a recent
licensing round encouraging new
players, India is attracting significant
foreign investment in its effort to
unlock almost US$11 billion worth
of reserves and lower its reliance on
imported crude.

Natural gas production % growth
3,072 -
2,871 (6.54)
2,447 (14.7)
2,738 12

*Cumulative production by domestic upstream companies, figures in Million Metric Standard Cubic Meter (MMSCMD////9
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Outlook

The outlook for oil consumption in
India is expected to rise on account
of growing industrialisation and
economic growth, expected to
catalyse oil demand.

Domestic natural gas industry
Development of unconventional
natural gas resources is growing

in India with ample weightage on
CBM and shale gas development.
Domestic production of natural gas
in India is unlikely to match demand,
necessitating imports. Domestic

gas production is concentrated

in Western and Southern India.

To address growing demand, the
government plans to increase the
share of natural gas in India’s

energy mix to 15%, necessitating
investments of at least USD 10.8
billion. The demand of natural gas in
India is expected to be derived from
the power sector and expected to
contribute ~36% to 47% of the total
demand across the decade.

Production and consumption
Natural gas production between
April 2016 and March 2017 was
31,896.67 million metric standard
cubic meters, 6.51% lower than
the target for the period and 1.09%
lower than the production during
corresponding period of last year.
(Source: www.pib.nic.in)

Government initiatives

India’s economic growth is
closely related to energy demand;
therefore the need for oil and gas
is projected to grow, making the
sector critical for investment. In
2016, the Government offered
46 contract areas spread across
Indian sedimentary basins; its
new hydrocarbon exploration
licensing policy offered a single
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license to explore conventional

and unconventional oil and gas
resources. Christened Hydrocarbon
Exploration Licensing Policy (HELP),
the policy provides investors freedom
in pricing and marketing crude oil
and natural gas. The government
also introduced a new policy for
small fields called ‘Discovered Small
Field (DSF) Policy bid round — 2016’
to offer better fiscal terms than the
erstwhile NELP environment. The
Government (Source: ET, Livemint)

Some of the major initiatives by the
Government of India to promote
the growth of the oil and gas sector
comprise:

® The key aspects of the
Hydrocarbon Exploration and
Licensing Policy comprise uniform
license for exploration and production
of all forms of hydrocarbons;
easy-to-administer revenue sharing
model; marketing and pricing
freedom for the crude oil and

natural gas produced. The uniform
license will enable the contractor

to explore conventional as well as
unconventional oil and gas resources
including CBM, shale gas/oil, tight
gas and gas hydrates under a single
license. The Open Acreage Policy will
enable E&P companies select blocks
from the designated area. Under the
new regime, the Government will
receive a share of the gross revenue
from the sale of oil and gas without
any cost linkage.

® The Government released the
Hydrocarbon Vision 2030 for North
East India, with the objective of
unleashing the north-eastern region’s
hydrocarbon potential, enhance
access to clean fuels, improve
availability of petroleum products,
facilitate economic development

and involve the local population in
economic activities.

® The Government of India plans to
incentivise gas production from deep-
water, ultra deep-water and high
pressure-high temperature areas,
which are presently not exploited on
account of higher cost and risk.

® The Government of India is in

the process of identifying at least

50 potential blocks of 100 sq km
and above to be given to companies
for bringing private investment in

the mineral exploration sector. The
Ministry of Petroleum and Natural
Gas has put up for comments a draft
policy, to opt for revenue-sharing
model while auctioning future oil and
gas blocks for exploration to private
companies, compared to production-
sharing mode earlier, in order to
make the process more transparent
and market-oriented.

® The government plans to unveil

a new policy for renewing and
extending the lease of 28 oil and gas
blocks.

® The Cabinet Committee on
Economic Affairs approval for
awarding contracts for 23 onshore
and eight offshore contract areas of
discovered small oil and gas fields
that earlier belonged to ONGC and
QOil India Limited.

® The Government of India
introduced marketing and pricing
freedom for new gas production,
grant of extension to Production
Sharing Contracts and assigning the
Ratna offshore field award to ONGC
for development.

® The Ministry of Petroleum and
Natural Gas announced a new
‘Marginal Fields Policy’, which aims
to bring into production 69 marginal
oil and gas fields with 89 million
tonnes or 275,000 crore (US$

11.25 billion) worth of reserves,
by offering incentives to oil and gas
explorers (exemption from payment
of oil cess and customs duty on
machinery and equipment).

The Indian government's
Hydrocarbon Exploration and
Licensing Policy (HELP) replaced
the decades-old New Exploration
Licensing Policy (NELP) earlier

in 2016. Aimed at incentivising
production HELP offers pricing and
marketing freedom for hydrocarbons
produced under the new contractual
and fiscal regime. It also brings in a
uniform licensing model — allowing
drilling of all forms of hydrocarbons,
from oil and gas to shale, to be
done under a single contract — and
replaces production-sharing with a
revenue-sharing mechanism.

The impact of the New Hydrocarbon
Exploration Licensing Policy
envisages the following:

® [ncreased production, investment
in future blocks

® High transparency in revenue
sharing model

® Single licence for all hydrocarbon
types — conventional, shale and
CBM -- available in an area

® Marketing freedom for oil and gas
output from HELP blocks in future

® |ower royalty rates than NELP

Key metrics

Demand drivers
@ [ncreasing industrialisation

@ Rise in population and economic
growth

® Supportive FDI and domestic
policies like CBM and NELP

® Huge investments planned under
the Twelfth Five Year Plan

® Demand for oil is likely to
increase from the ‘Make in India’
initiative -- which aims to raise the
share of manufacturing in GDP over
the next few years.

® Expanding production and
distribution facilities in India

® Growing need for electrification
will keep driving the need for oil and
petroleum products.

® The government’s clean fuel
drive, sharp anticipated growth in
transport demand and air travel, and
the country’s insatiable growth for
petrochemicals will act as a boon for
petrol, jet fuel, LPG and naphtha,
helping oil products to post close to
double-digit growth in 2017

® The government has undertaken
a series of initiatives to help boost
LPG penetration across the country.
It has aggressively pushed to expand
the LPG dealership network in the
country.

® A surge in residential and
transportation demand, and a strong
pick-up in petrochemical activity

Outlook

Global energy demand is expected
to increase by 30% till 2035, an
average growth of 1.3% per year,
driven by increasing prosperity in
developing countries.

While non-fossil fuels are expected
to account for half of the growth in
energy supplies over the next few

years, the outlook projects that oil

and gas, together with coal, could

remain the main source of energy,
accounting for more than 75% of

total energy supply in 2035.

The transport sector continues to
consume most of the world’s oil with
its share of global demand remaining
close to 60% in 2035. However,

the non-combusted use of oil,
particularly in petrochemicals, takes
over as the main source of growth for
oil demand by the early 2030s. The
outlook also forecasts that all of the
demand growth for oil in the period
to 2035 could come from emerging
markets, with China accounting for
half the growth.
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Renewables are projected to be the
fastest growing fuel source, growing
at an average rate of 7.6% year,
quadrupling over the outlook, driven
by increasing competitiveness of
solar and wind.

March 2016 March 2017

Crude oil production
Consumption

Production of petroleum products
Crude imports (US$ billion)
Crude imports

Import dependency (%)

36.9 million metric tonnes
184.7 million metric tonnes
231.2 million metric tonnes

64 71
202 million metric tonnes
80.8 82

37.09 million metric tonnes
194.2 million metric tonnes
242.7 million metric tonnes

213 million metric tonnes
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Alphageo’s performance

Alphageo has been in the business of seismic data acquisition, processing
and interpretation for two-and-a-half decades. The company is arguably
the largest in the world in this space (ex-Russia and China).

During the year under review,
Alphageo received ONGC contracts
for the acquisition of 2D seismic
data in unappraised inland Indian
sedimentary basins. These orders
(part of the National Seismic
Program) aggregated 31300 crore
(net of taxes) to be completed by
June /September 2019. The order
comprises six sectors out of the 11
sectors considered for seismic data
acquisition aggregating more than

\\\\\\\

26,000 ground line kilometres of
2D seismic survey to be completed
within three years.

This is the largest order awarded

to any Indian seismic survey

player, the largest in Alphageo’s
existence and the largest global
order for any seismic survey service
provider (by area coverage).The
order showcases the Company’s
credentials in bidding for and
managing large projects and

i

promises to transform an India-
leading player into a global service
provider.

The order provides a three years
revenue visibility in a business
where revenue visibility generally
does not extend beyond three
quarters. The order also promises
to open up sizeable opportunities
as the Open Acreage Policy regime
draws global E&P giants into India.

Financial overview

Analysis of financial statements

Indian operations

The year 2016-17 is a remarkable year for the company in achieving
awards, in the execution of contracts, in procuring required resources
including personnel and equipment and in achieving commendable
income from operations and profit after tax.

Statement of Profit and Loss
account

Revenue from operations
Revenue from operations, net

of taxes, is increased by 332%
from 6860 lakhs in 2015-16
to ¥29656 lakhs in 2016-17.
The increase is owing to upscale
in field operations with 17 crews
simultaneously comprising the
order book at the beginning of
the year and new orders received
during the fiscal year.

Other Income

Other Income mainly comprises

interest earned on deposits with

Banks of *74 lakhs for 2016-17

against *69 lakhs during 2015-
16; and gain through foreign
exchange fluctuations for 2016-17
of 51 lakhs against 29 lakhs for
2015-16.

Survey and survey related
expenses

Survey and survey-related expenses
grew from ¥4496 lakhs in 2015-
1610317913 lakhs in 2016-17
consequent to an increase in the
scale of operations. The growth

in operational costs is lesser than
the rise in revenue due to a timely
deployment of resources for the
projects.

Employee benefit expense

The growth in employee expenses
from 3602 lakhs in 2015-16 to
%1700 lakhs in 2016-17 is owing
to an increase in team size, the
annual salary hike for the team,
additional bonuses and profit-linked
managerial remuneration and
commensurate to increase in the
scale of operations.
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Finance costs

Finance Costs increased from 372
lakhs in 2015-16 to 3415 lakhs
owing to enhanced credit facilities
from banks and other institutions
and provision of performance
securities for the contracts awarded.
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Profit and profitability

Profit before tax for 2016-17 was
37293 lakhs (24.48% of total
revenue) against 31031 lakhs

for 2015-16 (14.68% of total
revenue), an impressive growth of
607% year on year.

Profit after Tax for 2016-17 was
34805 lakhs (16.13% of total
revenue) against 2696 lakhs
(9.91% of total revenue), a year on
year growth of 590%.

Balance Sheet

Share Capital

Increased Share Capital from ¥565
lakhs to 613 lakhs consequent to
the issue and allotment of 485000
Equity Shares of 10 each at a
premium of ¥503.62 per Share

on exercise of the option for the
conversion of warrants by the
respective warrant holders.

Reserves and Surplus

Reserves and Surplus grew from
36144 lakhs to *13391 lakhs as
on March 31, 2017. The increase
was owing to Securities Premium of
32443 lakhs on issue of new equity
shares and profit after tax of 4805
lakhs for 2016-17 ploughed back
into the business to fund increased
operations.

Shareholders’ Funds and Book
Value per Share

Shareholders’ Funds increased

by 87% from 37646 lakhs as on
March 31, 2016 to 14319 lakhs
as on March 31, 2017. The Book
Value per Equity share of 10 each
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as at March 31, 2016 0f 2135.70
increased to ¥233.98 per share as
at March 31, 2017

Capital employed: The total Equity
and Liabilities of the business
increased from 312566 lakhs as
on March 31, 2016 to 332376
lakhs as on March 31, 2017. This
growth was primarily due to an
increase in shareholders’ funds,
capex credits, enhanced utilisation
of working capital facilities extended
by banks and increased operational
liabilities.

Debt: The Company’s debt

portfolio (long-term and short-
term) increased from %240 lakhs
as on March 31, 2016 to 34817
lakhs as on March 31, 2017. This
increase was primarily due to an
increase in working capital loans

to fund the Company’s growing
day-to-day operations and financing
for acquisition of certain assets. The
Company’s percentage of debt to
net worth stood at 33.64% as on
March 31, 2017 against 3.14% as
on March 31, 2016.

Current liabilities

The Current Liabilities as on
March 31, 2017 was 316594
lakhs, which includes, working
capital borrowings from banks of
34729 lakhs, liabilities on account
of acquisition of equipment of
34236 lakhs, current maturities of
long-term borrowings of 48 lakhs
and the balance of 7581 lakhs
being trade payables and others
operational liabilities.

Non-Current Assets

Tangible assets: During 2016-
17, new tangible assets of 37975
lakhs (net of tax credit entitlements)
were acquired for managing larger
number of projects. Assets with a
carrying cost of 20.98 lakhs and
not in active use were discarded
during the year. The provision for
depreciation increased from 3524
lakhs in 2015-16 to ¥1754 lakhs
in 2016-17.

Intangible assets: During 2016-
17, new intangible assets worth
3559 lakhs (net of tax credit
entitlements wherever applicable)
were acquired. The amortisation of
intangible assets for the year 2016-
17 is %42 lakhs

Non-current investments
Non-Current Investments of 1322
lakhs represent the Share Capital
invested in the 100% owned
subsidiary of the Company and
remained the same as in the
previous year.

Deferred Tax Asset

Deferred Tax Asset as of March 31,
2016 of 589 lakhs reduced to
3459 lakhs as of March 31, 2017
and an amount of T130 lakhs was
charged as tax expense for the
current financial year.

Long-Term Loans and Advances
Long-Term Loans and Advances

as of March 31, 2017 of X151
lakhs consistent mainly ¥140 lakhs
of periodic costs paid, which will
be appropriated after March 31,
2018.

Current assets

Current Assets increased from
35312 lakhs as on March 31,
2016 10318969 lakhs as on
March 31, 2017 owing to an
increase in operational scale. The
major portion of the Current Assets
consists of receivables of 15736
lakhs and cash and bank balances
of 2518 lakhs. There was an
increase in receivables compared
to the previous year due to the
commencement of new projects
since September 2016 and there
was no outstanding for a period of
more than six months from the date
the same became payable.

Global performance

In 2016-17, the Group recorded
an impressive growth in operational
performance with an income from
operations of 30589 lakhs and
profit after tax of T5055 lakhs.
The financial position of the Group
as on March 31, 2017 emerged
stronger with capital employed of
335037 lakhs against 315630
lakhs as on March 31, 2016.

Statement of Profit and Loss
account

Revenue from operations
Increased by 241% from 38958
lakhs in 2015-16 to 330589
lakhs in 2016-17. The increase
was owing to an increase in field
operations as the team worked
simultaneously on nine projects in
2016-17.

Non-operational Income
Non-operational / Other Income for
the year 2016-17 was recorded
as 2220 lakhs comprising mainly
interest earned on deposits of

374 lakhs, gain through foreign
exchange fluctuations of 51 lakhs
and profit on sale of assets in non-
active usage of 385 lakhs.

Survey and survey-related
expenses: The increase in Survey
and survey-related expenses

from %5179 lakhs to *17879
lakhs was consequent to a
growing operational scale. The
growth in operational costs was
commensurate with the increase in
scale of operations.

Employee benefit expense

The growth in employee expenses
from %614 lakhs in 2015-16 to
31714 lakhs in 2016-17 was
owing to an increase in team size,
the annual salary hike for the team,
additional bonuses and profit-
linked managerial remuneration —
commensurate with an increase in
the scale of operations.

Finance costs

Finance costs increased from
372 lakhs in 2015-16 to %415
lakhs owing to enhanced credit
facilities availed from banks and
other institutions and provision
of performance securities for the
contracts awarded.

Profit and profitability

Profit before tax for 2016-17 was
37587 lakhs (24.63% of total
revenue) against 1564 lakhs

for 2015-16 (17.29% of total
revenue), an impressive growth of
385% year-on-year.

Profit After Tax for 2016-17 was
35055 lakhs (16.40% of total
revenue) against 31164 lakhs
(12.87% of total revenue), a year-
on-year growth of 335%.

Balance Sheet

Share Capital

Share Capital increased from 3565
lakhs to *613 lakhs consequent to
the issue and allotment of 485000
equity shares of 10 each at a
premium of ¥503.62 per share
following the exercise of option for
the conversion of warrants by the
respective warrant holders.

Reserves and Surplus

Reserves and Surplus grew from
%9075 lakhs to *16463 lakhs as
on March 31, 2017. The increase
was owing to a Securities Premium
of 2443 lakhs on the issue of
new equity shares and profit after
tax of 5055 lakhs for 2016-17
ploughed back into the business to

fund increased business operations.

Shareholders’ Funds and Book
Value per Share

Shareholders’ Funds increased by
64% from *10577 lakhs as on
March 31, 2016 to 17391 lakhs
as on March 31, 2017. The Book
Value per Equity share of 10 each
as at March 31, 2016 of *187.72
increased to ¥284.17 per share as
at March 31, 2017.
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Capital employed

The total Equity and Liabilities

of the business increased from
15631 lakhs as on March 31,
2016 10335037 lakhs as on
March 31, 2017. This growth was
primarily due to an increase in
shareholders’ funds, capex credits,
enhanced utilisation of working
capital facilities extended by banks

and increased operational liabilities.

Debt: The Group'’s debt portfolio
(long-term and short-term)
increased from 3240 lakhs as

on March 31, 2016 to 34817
lakhs as on March 31, 2017.
This increase was primarily due

to an increase in working capital
loans to fund growing operations
and financing for the acquisition
of certain assets. The Group’s
percentage of debt to net worth
stood at 27.70% as on March 31,
2017 against 2.27% as on March
31, 2016.

Current liabilities

The Current Liabilities as on

March 31, 2017 was 216185
lakhs which includes working
capital borrowings from banks of
34729 lakhs, liabilities on account
of acquisition of equipment of
34236 lakhs, Current maturities

of long-term borrowings of ¥48
lakhs and the balance of 7172
lakhs are trade payables and others
operational liabilities.

Non-Current Assets

Tangible assets

During 2016-17, new tangible
assets of ¥8123 lakhs (net of tax
credit entitlements) were acquired
for managing a larger number of
projects. Assets with carrying cost
of R0.98 lakhs and not in active
use were discarded during the
year. The provision for depreciation
increased from %1226 lakhs in
2015-16 1032315 lakhs in 2016-
17.

Intangible assets

During 2016-17, intangible assets
worth 3646 lakhs (net of tax credit
entitlements wherever applicable)
were acquired. The amortisation of
intangible assets for the year 2016-
17 was %57 lakhs against ¥4 lakhs
in 2015-16.

Deferred Tax Asset

Deferred Tax Asset as of March 31,
2016 of 589 lakhs, was reduced
to 459 lakhs as of March 31,
2017 and an amount of 130
lakhs was charged as tax expense
for the current financial year.

Long Term Loans and
Advances

Long Term Loans and Advances as
of March 31, 2017 of 2151 lakhs
consistent mainly of 140 lakhs
of periodic costs paid, which will
be appropriated after March 31,
2018.

Current assets

Current Assets increased from
36585 lakhs as on March 31,
2016 10320293 lakhs as on
March 31, 2017 owing to an
increase in operational scale. The
major portion of the current assets
consists of receivables of 16003
lakhs and Cash and Bank Balances
of 3479 lakhs. There was an
increase in receivables compared
to the previous year due to the
commencement of new projects
since September 2016 and there
was no outstanding for a period of
more than six months from the date
the same became payable.

Risk management

Managing risks

The effective management of risk represents the heart of Alphageo’s
enterprise. At one level, the company is engaged in estimating and pricing
the risk of customer projects; on the other, the company is engaged in
investing in systems, processes and priorities to reduce its own operating
risk to reinforce sustainability.

The better we manage the risk of our business, the stronger our business

will be to manage the various risks.

Background

At Alphageo, the effectiveness of
our risk management practice is
derived from the rich business
understanding of our senior
management. This is derived, in
turn, from a deep understanding
of economies, sectoral trends,
hydrocarbons dynamics and
corporate fundamentals.

Culture

The basis of our risk management
—and hence our sustainability — is
our underlying conservatism. At
Alphageo, we recognize that it is far
more important to be sustainably in
business for the long-term than be
guided by aggressive and fleeting
prospects of the immediate quarter.
This conservatism — the DNA of our
business - has, in turn, translated
into robust risk management
priorities, processes and practices
across every aspect of our working.

Guiding principles

At Alphageo, we base our risk
management on four guiding
principles, which we strive to apply
consistently across all our risk
categories:
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Risk management organisation, roles and responsibilities

Controlled risk-taking: Financial strength
and sustainable value creation are central
to the company’s value proposition. We,

therefore, operate within a clearly defined

Clear accountability: Our operations

are based on the principle of delegated
and clearly defined authority. Individuals
are accountable for the risk they take
on, and their incentives are aligned with

risk policy and risk control framework Alphageo’s overall business objectives.

Open risk culture: Risk

transparency, knowledge sharing

and responsiveness to change are:
integral to our risk control process.,!

Independent risk controlling: Dedicated
specialised units within the team to
monitor our risk-taking activities.
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At Alphageo, our risk management
policy (and our ability to manage
organisational risk) cascades from
our Board of Directors. Our Board
comprises professionals with rich
industry experience; their hands-
on understanding of the prevailing
economic and corporate realities
have proved invaluable in the
enunciation of corporate direction,
ongoing appraisal and recalibration
of corporate strategy whenever
necessary.

The Board of Directors is also
responsible for our Group

governance, including our overall
risk tolerance. Our Board is assisted
by various committees with specific
functions, which usually comprise a
Board member (s) and report their
findings to the Board of Directors.

As a governance initiative, we
ensure that members within our
risk management structure and

the overall Group are informed of
our risk strategy and processes,
ensuring a complete organizational
alignment on the one hand and the
ability to manage risks at the day-
to-day transactional level.

Our risk governance fosters the
development and maintenance of
an effective risk and control culture.

Risk strategy determination
Our business essentially

revolves around the risks that

we are prepared to incur for our
customers and shareholders.

This understanding has been
institutionalized into a risk strategy
that is incorporated into our
business policy that forms a part of
our business strategy.

Maintain our financial strength,
thereby ensuring that our
liabilities to our clients can be
met

At Alphageo, our risk strategy

is determined by a risk appetite
defined for a series of risk criteria.
The criteria are based on sectoral
circumstances, terrain realities,
liquidity available and our earnings
target within accepted volatility
limits. These criteria provide

a reference for our operating
divisions.

Strategic implementation and
the risk management cycle
At Alphageo, there is an
institutionalized tolerance of
what we describe as acceptable
(and unacceptable) risk. This
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RISK STRATEGY
Obijectives

Protect and increase the value of
our shareholders’ investment

risk appetite, is reflected in our
successive business plans and
integrated into our operations. This
appetite rests on a fine balance

of risks and settlements, which
ensures profits without affecting our
latent viability.

Our risk tolerance is an expression
of the extent to which our
management has been authorised
to assume risk within the
constraints imposed by its terrain
realities, project sizes and scope,
resources, strategy, risk appetite
and environment.

Safeguard Alphageo’s reputation

Our risk tolerance and risk

appetite — the amount of risk we
seek to take — are enunciated and
translated into a consistent limit
framework across all risk categories.

The effective implementation of our
risk management at the operational
level embraces risk identification,
measurement, analysis and
assessment; our risk reporting,
limitation (reduction to a level we
have defined as appropriate) and
monitoring makes it possible for us
to closely follow all significant risks.

Analysis and

assessment

Limitation

Risk reporting

Risk identification

At Alphageo, we identify risks
through appropriate systems,
indicators (quantitative component)
and risk surveys reinforced by
experience of our managers.
Besides, our inbuilt reporting
protocol makes it possible for our
members 1o report risks as and
when they perceive to our central
risk management function.

Risk measurement

We are continuously strengthening
our risk measurement tools, which
are customised to the nature

of each business segment. We
compare the results produced

Implementation
of risk
management
strategy

by our risk model with those
recommended by supervisory
authorities, credit rating agencies
and risk modelling companies.

Analysis and assessment

At Alphageo, it is important that
our competence in the area of
risk management translates into

a superior financial performance.
In view of this, our financial
performance serves to validate the
robust of our risk management
and operating model in an
unambiguous way.

[dentification

Measurement

Monitoring

Risk reporting

At Alphageo, we periodically

report the effectiveness of our

risk management to our Board of
Directors covering the individual risk
categories and the entire Group. We
recognise that this can potentially
generate early alerts that make it
possible to engage proactively in
counter initiatives. Besides, we
have embarked on reporting our
risk management effectiveness

to apprise our stakeholders of
where we stand with regard to

risk management processes, risk
governance and various risks facing
our business.
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Macro fundamentals risks

National policy risk

This risk is defined by risks arising
from the country’s policy in
pursuing hydrocarbons exploration.
Any slowdown could result in

a lower throughput of orders

that could in turn moderate the
number of projects being offered

to seismic services companies

like Alphageo. At Alphageo, we
believe that the enunciation of a
long-term Hydrocarbons Policy
has taken much of the risk out

of any arbitrariness in national
policy, enhancing stability, faith and
sectoral confidence.

National economy risk

This risk is defined as risks arising
from the country’s economy not
performing up to expectations and
this in turn making it imperative for
the country to moderate spending
in hydrocarbons exploration. At
Alphageo, we believe that much of
this risk has been neutralised by
the fact that most of the exploration
contracts are driven by private

and public sector companies that
possess specific budgets for onward
exploration. Over the years, the
government has limited its role to
policy formulation and creating an
attractive investment climate.

Market satiation risk

This risk is defined by risks arising
from an excessive presence of
seismic service providers translating
into lower contract realisations and
increased competition. At Alphageo,
we believe that the market is
considerably larger than the
corresponding capacity of service
providers to address, holding out
prospects of attractive growth
across the foreseeable future.

Macro sectoral risks

Oil price decline risk

This risk is defined by a decline in
the price of oil that in turn affects
the earmings of large downstream
companies and their corresponding
capacity to invest upstream oil
exploration. At Alphageo, we believe
that while this threat is indeed real,
India represents a large untapped
source, which makes it attractive for
a number of large global companies
that face satiated prospects in other
geographies turn to India.
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Qil replacement risk

This risk is defined by the possibility
that the oil as a resource may be
replaced with renewable fuels,
affecting its long-term relevance and
demand. At Alphageo, we believe
that while this threat is real, the

rate of substitution will be relatively
slow in India and that oil will retain
its relevance in non-automotive
applications. Given the low per
capita consumption of oil in India
and rising disposable incomes, the
quantum demand for oil in India is
only expected to increase across the
future.

Weak sectoral cash flows risk

This risk is defined by the threat
that weak sectoral cash flows could
affect reinvestments in fresh oil
exploration, shrinking the overall
market for seismic services. This
threat is real though in India’s
case, the country is still in the
nascent stage of its oil exploration
and discovery cycle. This indicates
that the country addresses years of
fresh exploration potential, securing
prospects for service providers like
Alphageo.

Micro-sectoral risks

Corporate risks

Knowledge deficiency risk

This risk is defined by the threats
arising from inadequate knowledge
about project implementation,
process and seismic analysis

that could affect the customer’s
prospects in taking onward
exploration ahead. At Alphageo,

we have strengthened our people
retention through a number of
initiatives: positioning our company
as a serious, competence-led and
merit-respecting seismic exploration
organisation, creating a space that
respects knowledge accretion,
investing in the competencies of
people, providing a vibrant space to
work in, believing in empowerment
and practicing a genuine respect for
people. This chemistry helped our
company enhance people retention
to more than 90% in 2016-17;
nearly 60% of the employees who
worked with the company in the
first few years were working with
the company in 2016-17.

Technology obsolescence risk

This risk is defined by the threat of
technology obsolescence, indicating
that new ways of seismic mapping
could emerge, affecting the
company’s 2D and 3D investments.
The technologies related to seismic
mapping have been largely stable
across the two principal buckets

of 2D and 3D. As a proactive
player, Alphageo has addressed
improvements and upgrades within
these buckets with speed, retaining
its sectoral relevance

Recruitment inability risk

This risk is defined by the threat

of not being able to recruit
professionals of the required calibre
and the required number, affecting
the company’s prospects of being
able to scale the business in line
with its growing order book and
marketplace realities. The company
is attractively placed in this regard;
the slowdown in the global seismic
services sector has a surplus
number of professionals, resulting
in the company emerging as a
large employer of global talent. The
company’s workforce comprised
individuals of multi-national origin
at the close of the year under
review.

Low global presence risk

This risk is derived from the
threat of the company focusing
on only a handful of global
geographies, which could affect
prospects if sectoral realities in
these geographies are affected.
The company widened its

Environment risk

This risk is defined by the threats
arising from topograohical and
ecological disturbances caused
by the use of explosives in
seismic mapping. Over the years,
Alphageo has deployed its deep
understanding of topographical
realities to minimise environment
disturbance, strengthening its
respect across customers and rural
land owners.
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presence from a longstanding
presence in one country (India)

to three countries in the last few
years. However, a sharp and
unprecedented increase in orders
coming out of India moderated the
company'’s global ambitions for the
next three years. The result is that
97% of the Group’s revenues in
2016-17 were derived from within
India.

Terrain inexperience risk

This risk is derived from
inexperience in operating across
diverse terrains, slowing project
completion and affecting the service
provider's reputation. Over the
years, Alphageo has reinforced

its respect as a service provider
specialising in addressing terrains
that are diverse and challenging,
emphasising its respect as a

go-to company. In turn, this has
empowered the company to operate
in relatively under-crowded spaces
with a positive implication in terms
of realisations.
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Financial risks

Unfavourable gearing risk

This risk is derived from service
providers needing to assume
large debt on their books to
acquire crews. Over the last year,
Alphageo entered into extended
credit arrangements with crew
providers, paying for the equipment
through receivables. This unique
arrangement helped the company
obviate the need to assume debt,
protecting overall viability.

Weak Balance Sheet risk

This risk is derived from an inability
of service providers to be able to
right size their Balance Sheet to
address sectoral opportunities. At
Alphageo, we are attractively placed
in this regard; we enjoyed a gearing
of 0.267 as on 31 March 2017 —
net worth of *143 cr and %90 cr in

Human resources

Alphageo’s workforce is the
foundation upon which its
organisational superstructure has
been erected. At Alphageo, we have
created one of the best teams in the
business. Our workforce comprises
Indians and expatriate professionals
who are experts in geology,
geophysics, as well as reservoir
and survey technology, representing
more than 1,000 person-years of
experience in challenging terrains.
The Company organises training
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debt. Besides, EBITDA margin was
31.90% and RoCE was 32.98% in
2016-17.

Receivables risk

This risk is derived from the ability
to recover outstanding amounts
with speed resulting in attractive
liquidity. At Alphageo, we work
with the largest and most credible
names in India’s oil exploration
sector. The result is that payments
are being received mostly within
expected timelines causing non-
hindrance to the operations.

Margins risk

This risk is derived from the

threat of a decline in margins

that could potentially reverse the
working capital cycle. However, at
Alphageo, we enjoyed a remarkable

to upgrade skills and productivity.
The incentives and compensation
provided by the Company continues
to be in line with the best in the
industry. As of 31 March 2017,
210 personnel are associated with
the Company.

Internal controls and their
adequacy

The Company’s internal audit
system has been continuously
monitored and updated to ensure
that assets are safeguarded,
established regulations are

increase in margins (365 bps)

with a substantial increase in
revenues (240.62%), the net effect
being that the company reported
profitable growth reflected in a
334.65% increase in net profit in
2016-17.

Costs risk

In the seismic services business,
it is imperative to work with a cost
structure that remains competitive
in good markets and bad. At
Alphageo, we have progressively
reduced our overheads that have
made us one of the leanest and
most competitive companies within
its space in the world. Operating
Overheads were 68.10% of the
company’s revenues in 2016-17.

complied with and pending
issues are addressed promptly.
The Audit Committee reviews
reports presented by the internal
auditors on regular basis. The
Committee makes note of the audit
observations and takes corrective
actions, if necessary. It maintains
constant dialogue with statutory
and internal auditors to ensure
that internal control systems are
operating effectively.

Management Reports
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TO THE MEMBERS,

Your Directors are pleased to present the Thirtieth Annual Report,

‘-ﬂ“-“.I-‘L--‘l

g (@)

Audited Financial Statements and the report on Company’s business
and operations for the financial year ended 31st March, 2017.

Results of Operations

The Results of operations of the Company for the year ended 31st March,

2017 are summarized below:

T in Lakhs

Particulars

Group
2016-17

Company
2016-17

2015-16 2015-16

Revenue from Operations 29656 6860 30589 8958
Other Income 137 163 220 87
Total Revenue 29793 7023 30809 9045
Profit Before Finance costs and Depreciation 9504 1627 10373 2866
Finance Costs 415 72 415 72
Depreciation And Amortisation 1796 524 2372 1230
Profit Before Tax 7293 1031 7586 1564
Tax Expense 2488 336 2531 401
Profit After Tax 4805 695 5055 1163
Earnings Per Share of ¥10/- each

Basic () 83.04 12.34 87.36 20.65
Diluted (}) 81.52 12.32 85.76 20.60

Operational and Financial Performance

The Financial year 2016-17 is a remarkable year for the
Company wherein the Company has been awarded contracts
for acquiring 2D Seismic Data under National Seismic
Program of Government of India worth ¥1300 Crores, net of
taxes, from Oil and Natural Gas Corporation Ltd in addition
to contract worth 102 Crores, net of taxes, from Qil India
Ltd awarded in March 2016. The Company succeeded in
procuring all the required equipment and personnel for all
its projects and necessary financial tie up with the Bankers.
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Your Company always strived to be successful in executing
contracts profitably and on time. The financial year 2016-17
concluded with the orders on hand, net of taxes, estimated at
about 1200 Crores.

The experiences gained in execution of contracts seamlessly
over the years, has made it possible to scale up the operations
from 4 crews as at the end of previous year to 17 crews by the
end of the current year and to achieve the better operational
and financial performances during the current year. During

the year ended 31st March, 2017 the Company has earned
an operational income of 29656 Lakh against 6860 Lakh
for the previous year registering a growth of 332% year on
year. The Profit Before Tax for the current year is 7293 Lakh
against 1031 Lakh for the previous year. The Shareholders
Funds as on 31st March 2017 have increased to ¥14319
Lakh from ¥7646 Lakh as on March 31st 2016.

Having sizable long duration data acquisition programs on
hand, your directors are of the opinion that your Company will
continue to achieve similar performances in the forthcoming
years. Further, your Directors believe it is time to make efforts
for entering into other forms of Geophysical Services.

Group Performance

During the year ended 31st March 2017, the total operations
of the Group achieved an operational Income of 30589 Lakh
against 8958 Lakh in the previous year registering a YOY
growth of 241%. The falling oil price continues to make the
international markets for seismic data acquisition subdued.
The Profit Before Tax for the current year is 37586 Lakh
against 1564 Lakh for the previous year. The Shareholders
Funds as on 31st March 2017 have increased to 317391
Lakh from 10577 Lakh as on March 31st 2016. The
international subsidiary of the group is making its best efforts
for obtaining viable contracts.

Share Capital

During the year the Company has issued and allotted
4,85,000 Equity Shares of %10 each at a premium of
%503.62p on conversion of equivalent number of warrants on
exercising the option for conversion into Equity Shares by the
warrant holders. The remaining warrants 2,45,000 have been
converted in to shares of the Company on 19th May 2017.

The proceeds received at the time of conversion during the
year 2016-17 and thereafter, have been utilized for the

objects of the issue and there is no amount unutilized with
the Company.

Dividend

Board of Directors are pleased to recommend a dividend
at the rate of ¥ 4/- per Equity share of ¥10/- each for the
financial Year 2016-17, for the approval of the Members at
30th Annual General Meeting of the Company. The Dividend
if approved will be paid to those shareholders whose names
appear on the register of the members of the Company as on
21st September 2017.

Management Discussion and Analysis
Report

Management Discussion and Analysis Report for the year
under review as stipulated in Regulation 34 of the SEBI (Listing
Obligations and Disclosure Requirements) Regulations, 2015,
is presented as a separate section forming part of the Annual
Report.

Subsidiaries

The Company has one 100% owned Subsidiary, Alphageo
International Limited, incorporated in Jebel Ali Free Zone
Area in Dubai and one 100% owned First Level Step Down
Subsidiary Alphageo DMCC incorporated under Dubai Multi
Commodities Center (DMCC) Regulations.

A Statement containing salient feature of the Financial and
Operational information of the Subsidiaries is provided in
Form AOC-1 as Annexure-1 to this report. The Consolidated
Financial Statements presented by the Company include the
financial results of these Subsidiary Companies. Pursuant
to Section 136 of the Companies Act, 2013, the Financial
Statements of the Subsidiaries are available on the website
of the Company and also will be made available upon the
request by any member of the Company.

Annual Report 2016-17 | 49

~
<
(%2
-
o
o
o
Ll
o
—
zZ
(T}
=
T}
S
<
=
<
=




e EE E EE EE E EEE EEE EEEEEEFE F P P 4(ZQ>

During the year there were no Companies which have become
or ceased to be the Subsidiaries, Joint Ventures or Associate
Companies of the Company.

Consolidated Financial Statements

In compliance with the Accounting Standard -21 notified
under the Companies Act, 2013 (“Act”) and Section 129(3)
of Companies Act, 2013 on consolidated financial statements
and SEBI (Listing Obligations and Disclosure Requirements)
Regulations 2015, the Consolidated Financial Statements
of the Company and its Subsidiaries for the year ended 31st
March, 2017 have been prepared and the same together with
Auditors’ Report thereon form part of this Report.

Auditors of the Company

In pursuance of the provisions of section 139 and other
applicable provisions of the Companies Act, 2013 read with
companies (Audit and Auditors) Rules, 2014 and the terms
of appointment approved at 27th Annual General Meeting
of the Company, the period of office of the present Auditors
M/s. PVRK Nageswara Rao & Co., Chartered Accountants,
Hyderabad, Statutory Auditors of the Company, will be
completed at the conclusion of 30th Annual General Meeting.

It is proposed to appoint M/s Majeti & Co. Chartered
Accountants, Hyderabad, as Auditors of the Company with
the approval of the Members for a term of 5 (five) consecutive
years from the conclusion of 30th Annual General meeting
till the conclusion of 35th Annual General Meeting of the
Company. The proposed Auditors have confirmed their
eligibility and qualification required under the Act for holding
the office, as Statutory Auditors of the Company.

Statutory Auditors’ report on Financial

Statements

The Auditors’ report on financial statements, standalone and
consolidated, for the year ended 31st March 2017 does not
contain any qualifications, reservations or adverse remarks,
which call for any further explanation.

Number of Meetings of the Board of Directors
During the year ended 31st March 2017, the Board of
Directors has met Seven times viz. 20th May 2016, 25th
July 2016, O1st August 2016, 13th October 2016, 11th
November 2016, 19th December 2016 and 10th February
2017.
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Audit committee

The Audit Committee of the Board, currently headed by
an Independent Director as Chairperson and another 2
Independent Directors and one Promoter Director as Members
of the Company, meets regularly to discharge its terms of
reference effectively and efficiently. During the year there
were no instances where the recommendations of the Audit
Committee were not accepted by the Board. The details of
Composition, scope, terms reference of the Audit Committee
are in detail provided in Corporate Governance Report forming
part the Directors’ Report.

Directors Responsibility Statements
as required under Section 134 of the
Companies Act, 2013

Pursuant to the requirement under Section 134 of the
Companies Act, 2013 with respect to Directors’ Responsibility
Statement, it is hereby confirmed that:

i. in the preparation of the Annual Accounts for the year
ended 31st March, 2017, the applicable Accounting
Standards read with requirements set out under Schedule
[l to the Companies Act, 2013, have been followed and
that there are no material departures from the same;

ii. the Directors have selected such accounting policies
and applied them consistently and made judgments and
estimates that are reasonable and prudent so as to give a
true and fair view of the state of affairs of the Company as
at 31st March, 2017 and of the profit for the year ended
on that date;

iii. the Directors have taken proper and sufficient care for
the maintenance of adequate accounting records in
accordance with the provisions of the Companies Act,
2013 for safeguarding the assets of the Company and for
preventing and detecting fraud and other irregularities;

iv. the Annual Accounts for the year ended 31st March,
2017 have been prepared on a going concern basis;

v. internal financial controls have been laid down and such
controls are adequate and operating effectively;

vi. the Directors have devised proper systems to ensure
compliance with the provisions of all applicable laws
and that such systems were adequate and operating
efficiently; and

vii. there are no instances of frauds involving the officers or
employees of the Company reported by the Auditor under
section 143(12) of the Act during the year ended 31st
March 2017.

Directors and Key Managerial Personnel

Re-appointments:

Mr. Dinesh Alla, Managing Director of the Company has been
re-appointed as Managing Director of the Company for a
period of Five (5) years effective from 21st August 2016 at the
29th Annual General Meeting held on 29th September, 2016.

Mr. Rajesh Alla retired by rotation has been re-appointed as
Director of the Company at the 29th Annual General Meeting
held on 29th September, 2016.

Particulars of Remuneration to Directors and Key Managerial
Personnel:

Particulars of Remuneration to Directors and Key Managerial
Personnel as required under section 197(12) of the Act read
with Rule 5(1) of Companies (Appointment and Remuneration
of Managerial Personnel) Rules, 2014 as amended are given
in Annexure-2 and forms part of this Report.

Particulars of Remuneration to Employees
The details of remuneration to Employees, as required under
Rule 5(2) read with Rule 5(3) of Companies (Appointment
and Remuneration of Managerial Personnel) Rules, 2014 as
amended are given in Annexure-3 and forms a part of this
Report.

Board Evaluation

Pursuant to the applicable provisions of the Companies Act,
2013 and SEBI Listing Regulations, the Board has carried out
an Annual Evaluation of its own performance, performance of
the Directors and the working of its Committees. The Board’s
functioning was evaluated on various aspects, including
inter alia degree of fulfillment of key responsibilities, Board
structure and composition, establishment and delineation of
responsibilities to various Committees, effectiveness of Board
processes, information and functioning.

The performance of the Board was evaluated based on
a criterion that includes aspects like composition and
structure of the Board, effectiveness of the Board process,
information and functioning of the Board etc. Evaluation of
the Committees performance was based on the criteria like

composition, its terms of the reference and effectiveness of
committee meetings, etc., Individual Director's performance
evaluation is based on their preparedness on the issues to
be discussed, meaningful and constructive discussions and
their contribution to the Board and Committee meetings.
The Chairperson was evaluated mainly on key aspects of his
role. These performance exercises were conducted seeking
inputs from all the Directors / Committee Members wherever
applicable.

The evaluation process was carried out internally in FY
2016-17, each Board member has provided their inputs
through a questionnaire for peer evaluation of the other Board
Members and a feedback on Board, its Committees and their
functioning. The Directors were evaluated on parameters such
as level of engagement and participation, flow of information,
independence of judgment, conflicts resolution, attendance,
contribution at Board/Committee Meetings and guidance/
support to the Management outside Board/Committee
Meetings and their contribution in enhancing the Board’s
overall effectiveness.

The Nomination and Remuneration Committee reviewed the
performance of the individual directors. A separate meeting
of the individual directors was also held to review the
performance of Non-independent directors, performance of
the Board as a whole and performance of the Chairperson of
the Company taking into account the views of all the Directors.

The peer rating on certain parameters, positive attributes and
improvement areas for each Board member was also provided
to them in a confidential manner. The feedback obtained from
the interventions was discussed in detail and, where required,
independent and collective action points for improvement
were put in place.

Disclosure by Independent Directors

Pursuant to and in compliance with the provisions of Section
149(7) of the Companies Act 2013, every independent
director is providing the declaration conforming meeting the
criteria of independence as provided under section 149(6)
of the Act and SEBI (Listing Obligations and Disclosure
Requirements) Regulations, 2015.

Remuneration Policy

Nomination and Remuneration Policy of the Company for
appointment and remuneration of Directors, Key Managerial
Personnel and Other employees including criteria for
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determining qualifications, position attributes and directors’
independence, on the recommendation of Nomination and
Remuneration Committee of the Board, has been framed
by the Board of the Directors and the same is available on
website of the Company at URL: http://www.alphageoindia.
com/pdf/ REMUNERATION%20AND%20NOMINATION %20
POLICY.PDF. The appointment of Key Managerial Personnel
and revision of the remuneration to Whole Time Directors from
time to time is in compliance with the policy.

It is affirmed that the remuneration paid to Directors, Key
Managerial Personnel and all other employees during the
year ended March 31st, 2017 is in accordance with the
Remuneration Policy of the Company.

Particular of Loans, Guarantees or
Investments under Section 186 of the
Companies Act, 2013:

During the year the Company has not extended any loans,
guarantees or investments in terms of Section 186 of the
Companies Act, 2013 to any person or body corporate.

Particulars of Contracts or Arrangements
with Related Parties Referred to in Sub-
Section (1) of Section 188 of the Companies
Act, 2013

In line with the requirements of the Companies Act, 2013
and Listing Regulations, your Company has formulated a
Policy on Related Party Transactions made available on
Company’s website URL at http://www.alphageoindia.com/
pdf/RELATED%20PARTY% 20TRANSACTIONS%20POLICY.
PDF. The Policy intends to ensure that proper reporting,
approval and disclosure processes are in place for all
transactions between the Company and Related Parties.

All contracts and transactions entered by the company during
the financial year with related parties were in the ordinary
course of business and were with the approval of the Audit
Committee and in compliance with the applicable provisions
of the Act and the SEBI (LODR) Regulation 2015. There are
no materially significant related party transactions made by
the Company with the Promoters, Directors, Key Managerial
Personnel or other designated persons which may have a
potential conflict with the interest of the Company during the
year.

The Particulars of such transactions with related parties have
been disclosed in the financial statements as required under
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Accounting Standard-18- Related Party Disclosures and as
specified under section 133 of the Companies Act 2013 read
with Rule 7 of the Companies (Accounts) Rules, 2014 are
given at Note. 26.11.10 of Notes on Financial Statements
annexed to this Report.

During the year there were no contracts or arrangements or
transactions entered into with the related parties other than at
arm’s length price and there were no material and significant
transaction at arm’s length price with the related parties.
Accordingly, there were no transactions during the year ended
31st March, 2017 required to be reported in Form AOC-2 of
the Companies (Accounts) Rules, 2014.

Transfer to Reserves

During the year no amount has been proposed to transfer/
appropriated to any of the reserves and the entire surplus for
the year ended 31st March 2017 is continued to be retained
as Balance in Profit and Loss Account.

Corporate Social Responsibility Committee
In pursuance of its commitment to fulfill its obligations the
Company under the guidance of corporate social responsibility
committee and in accordance with Schedule VII and other
applicable provisions of the Act, has discharged its obligations
for the year 2016-17 by making contributions in the areas of
Promoting Education of girl child, Health Care and livelihood
programs for youth & people with disability and support
children for education, protection and their survival. The
detailed report on CSR Activities is provided as Annexure- 4
to this Report.

Corporate Governance and Shareholders’

Information

The Companies Act, 2013 and SEBI Listing Regulations
have strengthened the governance regime in the country. The
Company is in compliance with all the provisions of Corporate
Governance as stipulated in the Regulations under Chapter IV
of SEBI Listing Regulations.

Pursuant to SEBI (Listing Obligations and Disclosure
Requirements) Regulations, 2015, the Corporate Governance
Report is presented as a separate section forming part of the
Annual Report. A requisite Certificate from the Auditors of
the Company confirming compliance with the conditions of
corporate governance is attached to the report on corporate
governance.

Risk Management

The Company continuously monitors and addresses potential
industrial, business, financial and other risk that affect
operations and functioning of the Company. The Company’s
policy on risk management is provided in the Management
Discussion and Analysis Report forming part of the Directors’
Report.

Whistle Blower/Vigil Mechanism

The Vigil Mechanism of the Company, which also incorporates
a whistle blower policy in terms of the Listing Regulations,
which provide a formal mechanism to the Directors and
Employees to report their concerns about unethical behaviour,
actual or suspected fraud or violation of the Company’s Code
of Conduct or Ethics Policy. The Policy provides for adequate
safeguards against victimization of Employees who avail of
the mechanism and also provides for direct access to the
Chairman of the Audit Committee. It is affirmed that no
personnel of the Company has been denied access to the Audit
Committee. The Whistle Blower Policy has been posted on the
website of the Company at URL: http://www.alphageoindia.
com/pdf/WHISTLE%20BLOWER%20POLICY%20VIGIL%20
MECHANISM.PDF

Policy on Prevention, Prohibition and
Redressal of Sexual Harassment at Work

place

The Company has zero tolerance for sexual harassment at
workplace and has adopted a Policy on Prevention, Prohibition
and Redressal of Sexual Harassment at workplace in line
with the provisions of the Sexual Harassment of Women
at Workplace (Prevention, Prohibition and Redressal) Act,
2013 and the Rules thereunder. The Policy for Prevention,
Prohibition and Redressal of Sexual Harassment at work
place has been posted on the website of the Company at
URL: http://www.alphageoindia.com/pdf/Policy % 20for%20
Prevention%20and % 20Prohibition%200f%20Sexual %20
Harassment%200f%20Women%20at%20Workplace.PDF

The Company has also constituted an Internal Complaints
Committee, to enquire into complaints of sexual harassment
and recommend appropriate action. During the Financial Year
2016-17, no complaints of sexual harassment were received
under “The Sexual Harassment of Women at Work Place
(Prevention, Prohibition and Redressal) Act, 2013”.

Secretarial Audit

Pursuant to provisions of Section 204 of the Companies Act,
2013 the Company has appointed M/s. D. Hanumanta Raju
& Co., Practicing Company Secretaries as Secretarial Auditors
for the year 2016-17 and the Audit Report for the year 2016-
17 issued by them is provided as Annexure -5 to this Report.
The Secretarial Audit Report does not contain any reservation,
qualification or adverse remark.

Extract of Annual Return

Pursuant to the provisions of Section 92 of the Companies
Act, 2013 read with Rule 12 of Companies (Management and
Administration) Rules, 2014, an Extract of Annual Return as
on the financial year ended on 31st March 2017 is provided
as Annexure-6 to this Report.

Deposits

The Company has not accepted any deposits covered under
Chapter V of Companies Act, 2013 and also any other deposit
which is not in compliance with the requirements of Chapter
V of the Companies Act, 2013.

Internal Financial Controls

The Company has in place adequate internal financial controls
with reference to preparation of financial statements and the
same are operating efficiently and no deficiencies have been
observed during the year.

Employees Stock Option Scheme

The Company has issued Stock Options to the Employees
under the Scheme “Alphageo ESOS 2008”. Out of total Stock
Options Authorised, as on 31st March, 2017, 235067 Stock
Options are available for granting to the Employees. The Stock
options granted earlier, in terms of the issue, were lapsed and
there are no enforceable stock options outstanding as on 31st
March, 2017.

Conservation of Energy, Technology
Absorption, Foreign Exchange Earnings and

outgo

The particulars as prescribed under Section 134 (3) (m) of
the Companies Act, 2013 (Act) read with the Companies
(Accounts) Rules, 2014 are:
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a. Conservation of Energy : Not Applicable
b.  Technology Absorption : NIL

c.  Foreign Exchange Earnings and Outgo: The Particulars of
Foreign Exchange Earnings and outgo during the year are
given at Clause 26.11.15, 26.11.16 and 26.11.18 of the
Notes forming part of Financial Statements for the year
2016-17.

Transfer of amounts to Investor Education

and Protection Fund

Pursuant to the provisions of Section 124 of Companies Act,
2013, read with IEPF Authority (Accounting, Audit, Transfer
and Refund) Rules, 2016, as amended, declared dividends
which remain unclaimed for a period of seven years are being
transferred by the company to the IEPF, which has been
established by the Central Government.

The above referred rules now mandate transfer of dividends
lying unpaid and unclaimed for a period of seven years as
well as the underlying equity shares to IEPF Authority. The
company has issued individual notices to the shareholders

Hyderabad
04.08.2017
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whose equity shares are liable to be transferred to IEPF,
advising them to claim their dividend.

Other Disclosures

During the year no significant and material orders were passed
by the regulators or courts or tribunals on the Company
impacting the going concern status and Company's operation
in future.

During the year there was no change in the nature of business
of the Company.

Acknowledgment

Your Directors place on record their deep appreciation to
employees at all levels for their hard work, dedication and
commitment. The enthusiasm and unstinting efforts of the
employees have enabled the Company to remain an industry
leader. The Directors appreciate and value the contributions
made by every member of the Alphageo family.

The Directors also take this opportunity to thank all Investors,
Clients, Vendors, Banks, Government and Regulatory
Authorities and Stock Exchanges, for their continued support.

For and on behalf of the Board

Z P Marshall
Chairman

ANNEXURE-1 TO DIRECTORS REPORT

Form AOC-I

(Pursuant to first proviso to sub-section (3) of section 129 read with rule 5 of Companies (Accounts) Rules, 2014)
Statement containing salient features of the Financial Statement of Subsidiaries for the Year Ended 31st March, 2017

(Amount in )

Sl. Particulars Alphageo International Alphageo DMCC,
No Limited, Dubai Dubai
1 The Date since when Subsidiary was acquired 10th June 2010 30th January 2011
2 Reporting currency ush usD
3 Exchange rate as on 31.03.2017 64.8386 64.8386
4 Share Capital 18,46,63,380 35,22,033
5 Reserves & surplus (12,79,914) 24,45,04,675
6 Total assets 18,36,76,602 43,00,09,336
7 Total liabilities 2,93,135 22,64,423
8 Investments (Excluding Investment in Subsidiary) NIL NIL
9 Turnover 30,55,584 14,78,94,772
10 Profit before taxation (6,62,391) 2,22,93,910
11 Provision for taxation NIL 41,62,638
12 Profit after taxation (6,62,391) 1,81,31,272
13 Proposed dividend NIL NIL
14 % of Shareholding by Holding Company 100 100

Note: Alphageo DMCC, Dubai is 100% owned Subsidiary of Alphageo International Limited and First Level Step down Subsidiary

of Alphageo (India) Limited.

Hyderabad
04.08.2017

For and on behalf of the Board

Z P Marshall

Chairman
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ANNEXURE-2 TO DIRECTORS REPORT

Information pursuant to Rule 5(1) of the Companies
(Appointment and Remuneration of Managerial Personnel) Rules, 2014

1 Ratio of the remuneration of each director to the median remuneration of the employees of the Company for the financial year

% of increase in remuneration
(Not Annualised)

Name of the Executive Director Ratio to Median

Mr. Dinesh Alla 192.34 365% (Refer Note-1)

Mrs. Savita Alla 192.34 2173% (Refer Note-2)

Note-1: The remuneration for the year 2015-16 and 2016-17 is as approved by the Members at 27th and 29th Annual General
Meetings of the Company and within the overall remuneration prescribed under Companies Act, 2013.

Note-2: The remuneration for the year 2015-16 and 2016-17 is as approved by the Members at 28th Annual General Meetings of
the Company and within the overall remuneration prescribed under Companies Act, 2013.

2 Percentage increase in remuneration of Non-Executive Director and Key Managerial Personal:

Ratio to Median % of Increase (Not

Annualised)

Non-Executive Directors:

Non-Executive Directors and
Independent Directors were paid
only Sitting Fees for attending
meetings of the Board and
Committees of the Board. Hence
Ratio to Median is not applicable

Z.P. Marshall, Chairperson- Independent Director

Rajesh Alla, Director

Ashwinder Bhel, Independent Director Not Applicable

Mohan Krishna Reddy, Independent Director

Key Managerial Personnel:

Venkatesa Perumallu Pasumarthy, Chief Financial Officer Not Applicable 8.93%

Meenakshi Naag, Company Secretary Not Applicable 32.00%

3 The percentage increase in median remuneration of employees in the financial year 2016-17: 10.80%

No. of Permanent Employees on the rolls of the Company during 2016-17: 199 Nos.

5 | Average percentile increase already made in the Salaries of employees other than the managerial personnel in the last financial
year and its comparison with the percentile increase in the managerial remuneration and justification thereof and point out if
there any exceptional circumstances for increase in the managerial remuneration:

The percentage increase in the total salaries of all employees other than managerial personnel in financial year 2016-17 was
163%. The corresponding increase in managerial remuneration for 2016-17 was 772%. The managerial remuneration being
paid to Managing Director and Joint Managing Director is as per the provisions of Companies Act 2013 and within overall limit
prescribed in the Act which is based on the profits for the year 2016-17. As there is an exceptional growth in the operations of the
Company during 2016-17 recording increase in operational income by 332% and Profit before tax by 607 % year on year basis,
there is an increase in the amount of remuneration to managerial personnel for the year 2016-17.

6 | Affirmation that the remuneration is as per the Remuneration Policy of the Company:
It is hereby affirmed that the remuneration to Directors and Key Managerial Personnel for the year 2016-17 was as per the terms
of the appointment and remuneration policy of the Company.

For and on behalf of the Board

Hyderabad
04.08.2017

Z P Marshall
Chairman
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ANNEXURE-3 TO DIRECTORS REPORT

Information pursuant to Rule 5(2) and 5(3) of the Companies (Appointment and

Remuneration of Managerial Personnel) Rules, 2014

Name Age Qualification Designation Date of Experience Gross Last
Commencement (yrs) Remuneration Employment
(vn) of Employment (Crores)
Employed throughout the year
Mr. Dinesh Alla 52 M. Sc. (Hons) Mathematics, | Managing Director 21/08/1991 26 4.05 -
Masters in Management
Studies
Mrs. Savita Alla 49 Masters in Management Joint Managing 26/09/2014 18 4.05 |IC Technologies
Studies Director Pvt Ltd
Mr. Venkatesa Perumallu| 56 B.Com., FCA Chief Financial 01/02/2012 30 0.44 Practicing
Pasumarthy Officer Chartered
Accountant
Mr. Balaji Sundararajan | 53 BE. (Hons) Mechanical, Vice President 01/08/2000 29 0.35 Hindustan Dorr
M.Sc. (Hons) Mathematics -Operations Oliver Ltd
Mr. Sachindra Singh 45 M. Tech (Geophysics) Chief Seismologist 01/06/1997 20 0.28 -
Mr. Kodanda Rami 52 LECE, Grad. IETE, PGDCP Party Chief 19/05/2007 30 0.26 Shivani Oil &
Reddy Bathula Gas Exploration
Services Ltd
Mr. Rahul Chawla 42 M Tech. Applied Geophysics Party Chief 16/07/2013 17 0.21 Asian Oilfield
Services Ltd
Mr. Suresh Rahul Bellap | 42 BE. Mechanical General Manager - | 01/04/2016 29 0.21 Mahindra &
Projects Mahindra Ltd
Mr. Ravi Kumar 40 B. Sc. Electronics Chief Observer 13/03/2006 14 0.19 Sify Broadband
Bhogadhi
Mr. Chitti Babu Yedla 59 BE. Economics Party Chief 10/09/1992 26 0.17 Transducers &
Controls Pvt Ltd
Employed for a part of the year
Mr. Anthony Cheshire* 64 BE. (Hons) Electrical VP - Technical 30/09/2016 42 0.32 Seismic
& Electronic Engineering Services Consultants
Group Pty. Ltd
Mr. Thomas Ajewole* 48 B. Sc.(Hon) Applied Chief Seismologist 08/08/2016 21 0.36 Petronas Carigali

Geophysics

SDN. BHD.

Notes:

1. Gross Remuneration includes salary, allowances, company contribution to provident fund, Commission and other benefits.

2 Dr. Dinesh Alla, Managing Director and Mrs. Savita Alla, Joint Managing Director are related to each other.
3. No other employee mentioned above is related to any Director of the Company.
4 Mr. Anthony Cheshire and Mr. Thomas Ajewole appointments are contractual.

Hyderabad
04.08.2017

For and on behalf of the Board

Z P Marshall
Chairman
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ANNEXURE-4 TO DIRECTORS REPORT

Annual Report on Corporate Social Responsibility (CSR) Activities
for the year 2016-17

S. | Particulars Remarks

No.

1. | A brief outline of the company’s CSR policy, including | The Company has adopted its CSR Policy to ensure that the
overview of projects or programmes proposed to be | Company operates its business in an economically, socially
undertaken and a reference to the web-link to the CSR policy | & environmentally sustainable manner by enhancing the
and projects or programmes quality and economic wellbeing of the society in fulfillment

of its role as a Socially Responsible Corporate. The Policy is
available at http://www.alphageoindia.com/pdf/CORPORATE
%20SOCIAL%20RESPONSIBILITY%20POLICY.PDF

2 | The composition of the CSR committee: The CSR Committee was constituted by the Board of Directors
at its meeting held on 12th August 2014. It comprises of:-
1. Mr. Z. P. Marshall - Independent Director
2. Mr. Ashwinder Bhel - Independent Director
3. Mrs. Savita Alla - Executive Director

3. | Average net profit of the company for last three financial | ¥ 236.43 Lakhs
years for the purpose of computation of CSR:

4. | Prescribed CSR Expenditure (2% of the amount as in item | ¥ 4.73 Lakhs
3 above):

5 | Details of CSR spent during the financial year:

a | Total amount spent for the financial year: % 5.18 Lakhs

b | Amount unspent (if any) NIL

c Manner in which the amount spent during the year The Details of the amount spent and the manner the same

has been spent are given in Annexure -1 to this Report

6 | In case the company has failed to spend the two per cent of | Not Applicable
the average net profit of the last three financial years or any
part thereof, the company shall provide the reasons for not
spending the amount in its Board report.

7 | A responsibility statement of the CSR committee that| The implementation and monitoring of CSR Policy is in
the implementation and monitoring of CSR policy, is in| compliance with the CSR objectives