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AR [T PLANS SR VARV SR 8 NUES AT T

NOTICE is hereby given that the 22~
the Members of AUTOMOBILE CORPORATION OF GOA LTD.,
will be held on Wednesday, the 26" September, 2002 et 3.30 p.m.

at the Registerad office of the Compswibﬁ-lbnda ‘Bhttar, Goate™

transact the fpllowing business: R
onomAnv BUS]NESS '

To censider and-adept the Directors™ Report*and
Profit and Logs Account for the year endad 3t March 2002
and the- Balance Sheet-as at tha#dete -

2. Toappointa Dlrector in place ofi Mr.D N Na;k,, who retires by
rotation’and is eligible for reappointfent.

3. To appoint Kixditérs and fix théir remunaration,

SPECIAL BUSINESS

4. To consider and, if thought fit, to pass with: or without
modification théfojtowing resolution,

43

i

“Resolved that In partial modHication of thi redoliition passed:

at the 20" annyal general meeting in this regard; sub slause
9A approved for ingertion.in the Memarandum of Assodiation
be inserted as &ause 50 under (C).Other gbjects’ in the
Memorandum of Associatign, of the Compan*‘ |

5.. To appointa Dlractor mplg ean( PE )mu..xma who was -
appointed as an Addltton,a DK el Dmpaay on
30.7.2002 by theg Board of Dlrectors 10 ice up '

date of forthcoming Annual General Meetitig 6 the Company
under Sectioti 380’ 0f the Gompanies Act, 1986 but is’ olighie
for appointment as-a Dlrecw liable Jo retira by rotation and in
respect of whom the Company hag’ gsc edy notice from &
“rhember propoﬁng “his candldature theoffice:of Director.

6. To appaint a Dlr,ector in place of Mr PM Telang who was .

appointed as af Additional Director of the Company on
30.7.2602 by the Beard of Directors to hold Offite up to the
date of forthcomdag:Annual General Meeting of the company
-under Sactien -of the Companies Act, 1956 but is eligible
for appointment ds g Director liable 1o retire by rotation and in
respect of whor the Company has received a nptice from a
member propbslhg his candidature for the office: of Director.

7. To appoint a Tirector in place of Mr. R § Thakur who was
appointed as an Additional Director of the Company on
30.7.2002 by the Board of Directors 1o hold Office up to the
date of forthcoming Annual General Megting of the company
under Section 280 of the Companies Act, 1956 hut is eligible
for appointment as a Directoriable to ratire by fotation and in
respect of whom the Company has received a notice from a
member proposing his candidaturé for the office: of Director.

Notes: "~ oot

the audited

AUTOMOBILE CORPORATION OF GOA le

NOTICE, ...
Gidnissat Mscting of

(a) A MEMBER ENTITLED TO_ATTEND AND VOTE IS
. ENTITLED TO APPOINT A PROXY¥ TO ATTEND AND YOTE
-INSTEAD OF HIMSELF AND A PROXY NEED NOT BE A

MEMBER S

_.(b) Explanatory Statement pursuant fo Section 173 of the

Compames Act, 1956 in respact of the busnness under item
Nnos. 4 107 set out above is annexed hereto.

(c) .Hegnster of Members and Transfer Books of the Cormpany
shall remain closed from the 10" September 2002 to 20*
September 2002 (both days inclusive).

(d) As required under the Companies Unpaid Dividend (Transfer
to General Revenue Account of the Central Government).
Rules 1978, the Company has transferred ali unclaimed
dividends declared for and up to the financial year ended’
31.3.1995 to the Central Governmant — General Revenue
accomnt. Members may.approach the Registrar of Companies
at t%bbllowmg address along with their claim in Form || of

qm: Unpaid Dividend (Transfer to General Revehiie

Acoount‘bi Central Govemmem) Rules 1978.

The Re strar of Campanies

- Gompany Law Office

- Plot No. 21, EDC Complex,
Patto Plaza Panaji, Goa 403 001.

As, Qrthe provisions of Section 205A read with 205C of the
Comﬁ, nies Act 1958, the Company is required to transfer
the dividends eolared tor the financial year ended March 31}
© 1996 and onwards which remain unpaid or unclaimed for a
gerlod of 7 yedrs to the Investor Education and Protection
und set up by the Central Government. It may be noted
that no ciaims wifl lie against the Company or the Investor
Education and Protection Fund in respect of the said
unclaimed dividend amount transferred to the Fund.
Membars whe have not claimed their dividends for the financial
year ended March 31, 1996 and. cnwards are requested to
iodge théir ¢lalm with the Companys Registrar and Transfer
Agents< Shdrepro Services at the address mentioned in the

Annual Report
. By order of the Board of Directors

(ANANTH PRABHU)

Registered Qffice ; Executive Director (Commercial)}

Honda, Sattari & Secretary
-Goea 403 53 ¢ a L - :

Dated : 20" August, 2002

R

EXPLANATORY STATEMENT PURSUANT TO SECTION 173 OF THE COMPANIES ACT 1956 Lo

Item No. 4

At the 20 Annual General maetlng of the members of the Company, the members phssed a special resolutton amending the Memorandum
of Association of the Gompany to include computer hardware and software business in the objects of the.gompany. The. Registrai’of
Companies has instructed that the amendment must be shifted from the ‘main otijects to ‘other objects’. The resoluﬂon is" proposed fo
comply with this requirement. .

Iltem Nos. 5, 6 &7

The Board of Directors appointed Mr. P F X D'Lima, Mr. P M Telang and Mr. R S Thakur as Additional Directors at their meet:ng held on 30*
July 2002. Under Section.262 of the Companies Act, 1956 read-with Article 154 of the-Articles-of Association of the Company, they hold
office till the forthcoming Annual General Meeting.

Notices have been received from some members as required under Section 257 of the Companies Act, 1956 proposing their candidature
for appointment as Directors. Brief particulars of the Directors being appointed are given in the annexure.

" None of the Directors are interested or concerned in the above resolutions.
By order of the Board of Directors

(ANANTH PRABHU)

Registered Office : Executive Diractor (Commercial)
Honda, Sattari, & Secretary
Goa 403 530

Dated : 20" August, 2002 ~
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Information on Director retiring by rotation seeking re-appointment and Additional Directors seeking
appointment at this Annual General Meeting

Wr. . M, Telang

Name Mr. D. N. Naik Mr. P. F. X. D’Lima Mr. R. S. Thakur
Date of Birth & Age | April 15%, 1934 Dacember 12, 1941 June 21%, 1947 Septernber 6", 1948
- 68 years - 61 years -55 years - 54 yoars
Appointed on 28.9.2000 30.7.2002 30.7.2002 36.7.2002
Qualification M. Com. LLL.B. B8.E. (Mechanical B.E. (Mechanical M.E.
Engineering) Enginesring) Diptorna in Business
MBA (IM, Ahmedabad) | Management

Graduate- institute of
Chartered Management
Accountants {London)

Expertise in spacific
tunctional areas

Mr. ©. N. Malk is Managing
Partner of M/s Narcinva
Damodar Naik - Main
Dealers in Goa for Tata
Engineering Commercial
vehicles. He is also
Chairman and Founder of
Manovikas Trust,
(Educational Pubtlic
charitable Trust), President
Sava Samiti, (Charitable

Educational Society)
Pioneer in  womens
aeducation; President,

Managing Committee, Shree

Mr. P FE X D’Lima has 38| Mr. P.M. Telang has bean

years industrial experience,
18 years of which at Board
levet,

He has expertise in the
areas of lron & Steel and
Coke making Technology.

Machine and Shipbuilding,
Maintenance and other
Engineering Projacts.

Mr. D'Lima is currently the
Chairman of EDC Limited.

with Tata Engineering for
30 years and is currently
Sr. Vice President
(Operations) Commercial
Vehicle Budiness Unit
Tata Engineering — Pune
Works.

Bafore joing
Engineering, Mr. Telang
was with Larsen & Toubro
Ltd., Mumbai for 3 years,

Tata:

Mr. R. 5. Thakur has
been with Tata
Engineering for 30 years
and has shouldered
responsibilities in the
aréa of Manufacturing
Engineering, Corporate
Finance & Works
Acoounts.

Mr. Thakur aiso has
expartise in the area of
Project/Process
Planning & Execution.

Mr. Thakur is currently

Laxminarcinva Devasthan; | Ganeral Manager
Founder Chairman, (Corporate Finance) Tata
Chinmaya Mission Margao Enginaeering at
Centre and Chairman Corporate Cftice,
Matruchaya Trust, Mumbai
(Orphanage).

Directorships held in} Titan Time Products Lid. EDC Limited Tata Holset Limited Nit

other ~ | Puplig Tata Cummins Limited

companias (excluding

foreign companies)

Memberships/ Nil Nil Nil Nil

Chairpersonships

of committees across
public Companies
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AUTOMOBILE CORPORATION OF GOA LISRED

-

DIRECTORS’ REPORT

To the membars of Automobfie Corporation of-Goa Livhited.
Your' Directors jp}eseﬁt'tﬁéiq;zzwghnuar Repart and the
audited Steiternent of Accounts for the year ended 31*March

2002. .
(Rs. In lacs)

Financial Results

' 200102 ~ 2000-0%
Loss for the year before” ST ‘
Providing for Depreciation » (438:37) (845.82)
Provision for Depreciation 26958 283.79

26058 28379

Loss for ther year after .
Providing for Depreciation (707.95) (1,129.41)

(Short)/Excess Provision for '
Tax in respect of earlier years ) -
Baiance in Profit & Loss A/

2.54)

Brought forward from the

Previous year (509.56) -
(1,217.51) (1,131.95)

Appropriations:

Transter from Investment

Aliowance Reserve ‘ i - 21350

Transter from Debenture - - .

Redemption Reserve - 120.02

Transfer from General Reserve 141 28887

Deficit carried to Balance Sheet (1,216.18)  (509:56)
e —

Dividend

in view of the loss for the year, the Directors have not
recommended a dividend.
Operations )

tn pursuance of restructuring plans drawn in June 2001,
‘major initiatives to improve:the operatidvnal and financial
porformarice of your Comparny were takeri towards:

® Cost reduction N .
® HRDrinitiatives

® Operationai efficiency and quélify _ﬁhpm&)éments

@ Broad basing customer portiolio

As a result of these initiatives, the loss for the year has
witnessed a marked reduction compared 10 the previous
year. These initiatives are expected to turther improve the
perfarmance of your Compaty during the current year.
Sheet Metal Division o _ o
The capacity utilizatiori at 56% {in terms of press strokes)
continued to be beiow economic voiume. However, to ofiset
the lower capacity utilization, aggressive cost reductions

resulted in a saving of Rs 106 lakhs during the yegr. The
main plant of the Sheet Metal Division in Giga obtained
certification, under QS 9000 Varigus operational
improvement inifiatives such as KAZEN, SQRGM gic. were
undertaken during the year. These new tools fostered the
involvement of all émpléyees it the Corfipany’s opérations.
As a measure of cost reduction, the' warehouse at Pune
was clised i ‘consiltation with TataEngineering to'save
n repetitive transport arid handling: tosts. Steps at broad
basing the customer: porticlio’ have ‘met with reagonable
success, | A i '
Bus Body Division o o
The bus market declined substantidlly during the year.
However, with a revival in the commercial vehicle markat,
demand picked Lip during'the last quarter of the financial
year when 215 buses were produced. With the continugd
growth in commercial vehiclés, the Bus Body Division is
expected td Witness a better performance in the currént
year. Cost reduction exercises resulted in a saving of Rs. 45
lakhs. The Division also xPandéd its custorner base by
building bodies on ‘chassis ‘othér than Tata. The Company
has been able fo leverage its, capabiliies in design and
dévelopment of bus bodies by successfully executing a
turnkey assignment for the design, tooling and proto-type
development of a bus body for a major automobile
manutacturer. With. g view to consplidate-its competency in
design and development,-the Bus Bedy Division has made
investments in acquiring sophisticated design software and
hardware. Operational improvement fhitiatives mentioned
garfier ‘were ‘suécessfully implemented in the Bus Body
Division as welf. e

HRD and Indystri}a!ﬂRe!at_ions .

Training sessions in quality antl produtivity improvements
were held with.the help of external facuity. Sessions on
management pringiples such as Empowerment, Total
Produgtivity Managenient and Total Quality Management
were also conduced to train the employees to fage the
increasingly competilive business enxironment,; Labour
relations continued 1 be cordial at both the divisions with
ploseinteraction of managemeiit nd-1labblir o4 sl issues
concerning the Campany, which has whved the way for a
condugive work ieriviFonment iri'the pliints. |
Finance . I

The restructuring. plans drawn up by your Company as

reported during the previous year have met with reasonable

success 'rh'y,slglb}stgmially fmproving the operatibnal and
financial perforiianice of the Company. ICIC! has sanctioned
a reschedulement package consisting inter-alia, of a
reduction in interest rate, funding of interest and
postponerent of repayment. This has given a major relief
to the-Company considering the difficult cash flow position

.in theearly part of the year. The consortium. of banks

3
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consisting of State Bank of India and Syndicate bank has
extended the working capital assistance to meet the
operational requirements of the Company. With the help of
Tata Engineering, the dues of Unit Trust of India in respect
of Non Convertible / Privately Placed Debentures with
accrued interest were cleared on one time settiement basis.

As a part of restructuring plans, the promoters have
subscribed to Cumulative Non-convertible Preference
Shares of the aggregate value of Rs. 9.20 crores on which
a sum of Rs.3.20 crores has been paid up as of the date of
this report. With this, the part pertaining to the
recapitalisation of the capital structure of the Company
stands completed.

Audit observations

1. Para 2 (d) and 2 (f) (iii)

Note no. 8 of Schedule 15 — Investment in Ashiyana Auto
Bodies Limited: The investment of Rs 45.50 lakhs
representing a 23% stake in the Equity share capital of
Ashiyana Auto Bodies Limited (AAL) was made in the year
1998. Even though AAL has incurred substantial losses
exceeding its capital, the main promoters have brought in
the necessary funds to maintain the operations of AAL. The
Directors therefore are hopeful that AAL will in due course
retura to profitability and the long-term investment made
will yield a reasonable return.

2. Para 2 (f)

(i) Regarding preparation of accounts on going concern
basis vide Note no. 8 of Schedule 15

The Auditors have made a reference to the applicability
of Section 3(1)(o) of the Sick Industrial Companies
(Special Provisions) Act, 1985 (SICA) in respect of
preparation of accounts on a going concern basis.

As per the restructuring plans drawn by the Company,
the promoters have subscribed to Cumulative
Redeemable Non-convertible Preference shares of the
aggregate value of Rs. 9.20 crores. A sum of Hs.3.20
crores has been paid up on these shares as of the
date of this report and the balance payment is expected
to be received by end October, 2002,

With this infusion of fresh capital, the Company does
not come under the purview of Section 3 (1)(0) of the
SICA. With most of the action plans of restructuring
having now been implemented, the Directors are
confident that the Company will quickly enter a period
of consolidation, profitability and growth.

(i) Regarding short provision of interest aggregating
Rs. 27,52,752/- on loan from ICICI vide Note no. 7 of
Schedule 15,

Pending fulfillment of certain covenants imposed by
ICiCl while sanctioning the restructuring package, the
Company has accounted for interest at the reduced
rate as confirmed by ICIC! vide statement of account
dated 9™ April 2002.

As stated earlier, the condition of rising of share capital
by issue of Preference shares of the aggregate value
of not less than Rs. 5.00 crores to the promoters has
already been fulfilled. Tata Engg. & Locomotive Co. Ltd.,
have informed the Company that the remaining
covenants are being fulfilled shortly. The Directors
therefore do not foresee any problem in this regard.

3. Para 17 of Arinexure to the Auditors’ Report.

Consequent upon delay in disbursement of salaries for the
months of Mayklune 2001, the payment of Provident Fund
dues to the PF Trust were delayed which resuited in the
payment of PF dues beyond the stipulated dates. There
has been no recurrence of such detays.

4. Para 20 of Annexure to the Auditors’ Report — Applicability
of Section 3{1)(o) of the Sick industrial Companies (Special
Provisions) Act, 1985 (SICA):

The reference to BIFR mentioned by the Auditors is required
to be made within sixty days of the approval of the accounts
by the sharehoiders as per Section 15 of SICA, With the
issuance of Preference shares aggregating to Rs 9.20
crores, this requirement now becomes in fructuous.

Corporate Governance

The report on Corporate Governance and the certificate
from the Company’s auditors confirming compliance of
conditions on Corporate Governance as stipulated in Clause
49 of the Listing Agreement is annexed to this report.

Directors

Mr. A N Palwankar relinquished office as Nominee Director
of Unit Trust of India (UT1) on 9" December 2001. Ms. Shaila
Jagtap who was appointed in place of Mr. Palwankar also
has since vacated office consequent upon clearance of dues
to UTi.The Board has placed on record the valuable advice
and guidance rendered by Mr. A N Palwankar and Ms. Shaila
Jagtap during their respective tenures as Directors of the
Company.

The Board on 30.07.2002 appointed Mr. P F X D'Lima, Mr. P
M Telang and Mr. R S Thakur as Additional Directors in
terms of Article 154 of the Articles of Association of the
Company. In accordance with Section 260 of the Companies
Act, 1956 they hold office up to the date of the Annual
General Meeting of the Company. Brief resumes of
Mr. D’Lima, Mr. Telang and Mr. Thakur are given in the
Explanatory Statement annexed to the notice of the meeting.
The Directors recommend reappointment of Mr. D’Lima, Mr.
Telang and Mr. Thakur in view of their rich experience, which
will provide the necessary guidance at this crucial period.

In accordance with requirements of the Companies Act,
1956 and the Articles of Association of the Company, Mr.D
N Naik retires by rotation and is eligible for reappointment.
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Particulars of Employees

Information in accordance with Sub Sectlon (2A) of Sectlon
217 of the Companties Act 1956'is not attdthed as no
employee of the Company drew remuneration in excess of
the stipulated limit during the year under review.

Energy Conservatlon, Technology ‘Absorption and
Foreign Exghange Earnings/Qutgoings

information required: tnder Sectioh 217 (1)(e) of the
Companies -Act 1956 read with:the Gompanies (Disclosure
of Particulars in the Repon of Dirgtiorsy Rules, 1988 and
forming part of the Directors’ repQrt, is given as an annexure
to this report.

Directors’ Hesponsnbility Statement

The Company is in compliance with various accounting and
financial rapotting raquirements in respect of the financial
statements for the period under review. Pursuant to Section
217 (2AA) of the Companies Act, 1956 and in respect of
the annual accounts for the year under review, based on
the representations received from the operating
management, the Directors confirm that:

1. Inthe preparation of the annual accounts the applicable
Accounting Standards have been followed along with
proper explanation relating to material departures.

2. Appropriate accounting policies have been selected
and applied consistently and judgments and estimates
that are reasonable and prudent have been made so
as to give a trueand fair view of the state of affairs of
the Company at the end of financial year and the loss
incurred by the Company for that pericd.

AUTOMOBILE CORPORATION OF GOA LINUERD

W‘\

. 3. Properand ,91 nt care for maintenance of adequate
accounting in accordance with the provisions

of- the: Companias . Act, 1856 for:safe guarding the
assets of the Company and-or preveriling and detecting
fraud”aind ot Irregutiiitis -hatd Been takeni‘to the
best of their knowledge and ability.

4, The annual qccoun‘ls ha.ve been prepared on a “going
concern basis.” ;

Acknowledgements

The Directors would like to place on record their deep
appreciation ‘of he tithely help and support whole-heartedly
extended by the Gowt. of Goa, EDC and Tata Engineering
during this difficult penod in the history of the Company.

The Dtrectors aiso wish to convey their appreciation to all
the employees for their enormaus efforts and collective
contribution. The, Directors would like to thank the employes
unions, shareholders, cusiomess, suppliers, bankers and:
other business associates for the continuous support given
by them to the Company.

On behalf of the Board of Directors

(S.V. SALGAOCAR)
Chairman

Place: PANAJ! - GOA_
Dated: Z20th August, 2002
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ANNEXURE TO DIRECTORS’ REPORT

Information required under Section 217{1){e) of the Companies
Act, 1956, read with the Companies (Disclosure of Particulars
in the Report of the Board of Directors) Rules, 1988.

A. Conservation of Energy

Conversion of Delta motors to Star motors on most of the ma-
chines like presses, shot-blasting machine étc. has resulted in
lower enaergy consumption. Switching off compressars during idle
times and monitoring of water pumps has also resulted in energy
conservation.

Instaliation of timer on 800 Tonne press for putting off the machine
automatically when the machine is idie for more than five minutes
has also resulted in energy saving.

Even thoﬁgh the press utilization increased by 3.64 fakhs strokes
during the year under review, the energy conservation exercises
resulted in a net saving of As.11.50 lakhs.

B. Form of Disclosure of Particulars with respect to Absorption
of Technology, Research and Development (R & D)

FORM B
1. Research and Development

(i) Design & Development of Luxury bus on Ashok Leyland
Viking Chassis using 6HD and 7HD format.

(i) Design & Development of Mini Luxury bus on Swaraj
Mazda Chassis with specially developed tront and rear
show.

(i) Container body on LPT 1813/42 Chassis designed and
productionised — which has potential market in white
goods transportation.

(iv) Design & Development of Ambulances fitted with CR —
15 S1. A/c unit and folding stretchers along with provision
for life saving medical equipment -productionised in a
record time of 20 days.

(v} SKD hus version made available to the export market -
the first kit exported to Ukraine in March, 20G2.

(viy Design & Development of Ultra Low Floor Monocogque
bus for city bus application using Semi Low Fioor format.

(vii) Tarmac monocoque bus for Airport application designed
& developed and taunched during AUTO EXPC - 2002
Exhibition heid at New Delhi.

2. Benefits derived from R & D
1. Inireduction of luxury buses on Ashok lLeyland and
Swaraj Mazda chassis has opened up the market for
luxury buses on a variety of chassis.

2. Container body and special purpose Ambulance opens
up special purpose vehicle market.

3. Scope for significantly widened Export market with the
introduction of SKD bus version. Those Countries having
infrastructure for bus body buifding will benefit from this
alternative.

4. Introduction of Uitra Low Floor and Tarmac monocoque
buses further expands the variety of such buses.

3. Future Plan of Action:

() Design & Development of Low cost bus on the Mahindra
and Mahindra bus chassis.

{ii} DBesign & Development of Ordinary bus with low cost
options on Swaraj Mazda chassis,

(il Design & Development of bus variants on Eicher F10.8
chassis such as:

{(a) School bus.
{b} LHDVersion {or Export market

{iv) New intariors and othér fitments in ABS and development
of Moulded Hat Rack for Wixury segment

(v) Development of newface for Light Commercial Vehicles
such as LP709/38, LP407/31 stc.

(vi) Development of 2.6 meter width bus to cater to the
demand for bus width increase.

{(vii) Development of néw style dashboards for 6HD and 7HD
buses.

(viii) CAD Software up-gradation through Finité Element
Analysis (FEA)

4. Expenditure on Research and Development
a) Capital Rs. 1,37,952.80

Rs.10,63,235.44
Rs.12,01,188.24

b} Recurring

c} Total

d) Total R & D expenditure as
0.25%

Il. Technology Absorption, Adaptation and Innovation
a} Technology imported:

A percentage of total turmover

iy Technology for building Monocoque Buses as per
Technical Collaboration Agreement with Fuji Heavy
industries 1.4d., Japan (FHI}

iy Technology for manufacture, sale and setvica of Air
Suspension Systems as per Technology License
Agreement with Holland Neway International inc.
Muskegon, Michigan, USA (HNE.

b} Year of import:
i) 1997-1998
i) 1999-2000

c) Has technology been fully absorbed: Technical Collabo-
ration Agreements are under implementation.

C. 1. Exports

The Bus Body Division executed Export orders for 238 buses dur-
ing the year under review.

2. Foreign Exchange used and earned
Used - Rs. Nil

Earned - Rs.8,61,67,182/- towards Export of buses through
a Merchant Exportar,

On behalf of the Board of Directors
(S.V. SALGACCAR}
Chairman

Place : PANAJI - GOA

Dated : 20th August, 2002
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AUTOMOBILE CORPORATION OF GOA LIMIZED
‘:n f#ﬂx‘%

nud

MANAGEMENT PISCUSSION & ANALYSIS REPORT

1. Industry Structure and Development

The Company is engaged in the manufacture: of pressed Sheet
Metal Components, sub-assembiies and. assemblies for
automobiles as well as Bus Bodies.

i) Sheet Metal Components

The domestlc pressed sheef metal components industry has been
suffering from excess capacity since 1998-99. This has resulted in
intense competition among the players, with those located ciosest
to the customer gaininglarger share of busmess overthose such
as your company, who are iocated away and-have to incur
considerable transport and handling costs. By imposing & 2% Entry
Tax on steel, which is the sole raw materizal, the Govt. of Goa has
further compounded the difficulties whereby the Company which
was already bearing transportation cost for bringing in steel from
outside the state had also to incur an additional cost of Entry Tax,
thus rendering the business uncompetitive to the extent of 3% to
4% vis-2-vis units located at Pune. The combined Entry Tax and
Sales Tax payable on steel in Goa works out to 6% as against
Local Sales Tax of 4% within the state of Maharasthra. The
Company has made several representations in this regard to the
Govt. of Goa. Unfortunately this tax, which was to expire on
31.3.2002, has been further extended by the Gowt., which wili lead
to the Company continuing to be uncompetitive in the industry.
The Company is continuing with its efforts to impress upon the
Govt. to withdraw this steep tax and hopes that the Govt. would
respond favourably.

if) Bus Bodies

With its considerable investment in technology and facilities, the
Company had hoped for a good market share in domestic and
export Bus markets. As the Central Motor Vehicle Rules do not
impose any safety standards, the Bus Body industry in the country
is proliferated by the un-organised bus body set ups mostly in the
S5 sector, which enjoy considerable tax exemptions. The excise
levy on buses when the chassis is in the name of the chassis
manufacturer and total exemption when the chassis is not in the
name of chassis manufacturer is a firther disincentive fof the mator
vehicle manufacturers to invest in technology or associate

themselves with organized bus body byilders. The combined effect .

of Sales Tax and Excise Duty levies make the sale of buses by the
organized sector through chassis manufacturers. an unviable
proposition.

2, Opport.umties and Threats

The Company has made serious efforts 1o Ieverage its 1n-houso>

capabilities. in.software development by tapping the market for
customized software. In alliance with Tata Technologies Ltd, the
Company participated in the ténders floated by Info Yech
Corporation of Goa Ltd., for computerization of various Government
departments. Even though the Company’s bids were the lowsst In
many cases, the Corporation has so far not finalized the tenders,
The Gompany is hopeful that these asg$ignments, if awarded to the

Company, will open up a considgrable opportunity for further
business development in this area.

With the customars expegting continuous price reductions: and the
very low value addition inherent in sheet metal pressings industry,
units located away from customers such as ours face considerable
threat of exclusion from the markets. This leaves no option but to
look for alternate customers in the non-automotive industry where
pressed sheet metal components are used such as white goods.

With its inherent design and engineering strengths and capabiiities
in volume production, the Bus Division has opportunities in the
export and domestic niche markets where there is an appreciation
of ACGLs product superiority. The outiook therefore for Sheet Metal

Division.dees not:appasai 1o be very encouraging, but reascnably-
optimistic for the Bus Body Division,

3. Risks and Concerns -

Sheet Metal Components

The low capacity utitization coupled with high'fixed cobts posas a
serious risk. The efforts being made to improve capacity utifization
and reduce costs are expected.to obviate this risk in the icnger
run. In an industry in whicty the value addition hovers at around 20-
22%, high volume alone-can provide the ability to cover fixed
expenses and earn reasonable returns. On the other hand
customers are unwilling to compensate for increases in input costs.
Marginai continuous improvements in value addition through velue
engineering and other tachniques wili have to be focusad upon to
stay in Business.

Bus Bodies . =

With the global players eyeing India, up- gradation of technology to
face this threat bezomes imperative. The changa in the preference
of commuters from-the-eartier conventional buses to newsr and
sleeker models is already evident. The Bus Body Divigion will
therefore haveé to vest in developing newer and sleeker models
and sophisticated fitments, not-withstanding the weakened financial
position of the Company. Efforts are therefore being made to
upgrade the offerings within the financial limitations of the Company.

4. IntemnalTontrol Systems .

As the Company was promoted in the Joint Sector and has always
been managed by professionals, the Gompany has had strong
Internal Conirol Sysigms with checks and balances o ensure that
they are effective and commensurate with the size and operations
of the Company. The manufacturing and financial systems were
computerlzecf over a decade ago with buiit-in safe guards and
transparency.

5. Financial and Operational Performance and Outlook

The jnitiatives taken to restructure the operations of the Company
including rescheduling of debt, repayment of NCDs/Privately Piaced
Debentures, closgly mqnatongg working ¢apital utilization and the
resultant reduciton in interest cost as aiso the sarious.cost cutting.
measures have all contributed to the overall improvement in the
financial position of the Company. The fresh infusion of capital has,
while warding off th@-applicability of the provisions of 8ICA, provided
a much- needed frash |ease of Me to the Company.

However, the capacsty utu‘nzahon at both the Sheet Matal and Bus

Body divisions continues to be beiow break-even points. The thrust

of the management for the year 2002-03 will be to substantially

enhance the%apacny utilization at both the divisions. As a result of

the steps taken alt restructuring, the Company has been successful

in reducing the losses for the year ended March 31, 2002. The”
Company hopes 13 avoid cash losses altogsther in the year 2002-

03 eventually returning to profitability in due course.

6. Material Developments in Human Resources / Industrial
Relations . .

The revision in the wages of the employees has not taken place for
some years at both the divisions due to the losses suffered by the
company continuously for four years. The management hopes 1o
be able to address this issue at the appropriate time.

An Employee Separation Scheme was floated in January 2002
and about 150 employees from both the divisions heve opted for
the scheme. The Company expects to pay the agreed severance
compensation to the applicants upon receipt of balance payment
in respect of Preference Shares assured by the promoters.
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