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12th AnnidtH Répor1.2001-2002

NOTICE:

NOTICE is hereby given that the Twelfth Annual General Meeting
of shareholders of Fairtield Atlas Limited ( the “Company”) will be
held on Monday, 30th September 2002 at 3 PM. ot the Registered
Office of the Company at Survey No 157, Devarwadi, Chandgad
Toluka, Dist Kolhapur, Maharashtra 416507 to transoct the
following busiress :

Ordinary Business

1.

N

w

B

To receive, consider and adopt the Profit and Loss Account
for the year ended 31% March, 2002, the Balance Sheet as
ot that date and the Reports of the Directors and the Auditors
thereon.

To oppoint a Director in place of Mr. Richard A, Bush, who
retires by rotation and, being eligible, offers himself for
re-election.

To appoint a Director in place of Mr. Mark D. Gustus, who
retires by rotation and, being eligible, offers himself for
re-election.

To appeint Auditors to hold office from-the conclusion of this
meeting until the conclusion of the next Annual General
Meeting and to fix their remuneratfion. The retiring auditors,
M/s Price Waterhouse, Chartered Accountants, have
expressed their willingness fo accept the office, if reappointed.

Special Business

o

o

™

To appoint a Director in ptace of Mr. Clement Strimel, who
holds office only up to the date of this Annual General
Meeting, and in respeci of whom a nofice has been received
by the Company fraom a member together with the requisite
amount os deposit, signifying his intention to propose
Mr. Clement Strimel as a condidate for the office of a director.
To consider ond if thought fit to pass with or without
modifications the following as a Special resolution:

“RESOLVED that subject to approvals of the Central
Government, if any, required under the Companies Act, 1956,
consent, approval and ratification of the Company in general
meeting be and is hereby accorded to the payment to Mr.
Riad Fyzee, Managing Director of the Compony, of a sum of
Rs. 2,59,200 as and by way of remuneration for the financial
year ended March 31, 2002, over and above the
remuneration poyable to him and approved by the Company
in general meeting held on December 21, 2000.”

To consider and if thought-fit to pass with or without
moditications the foliowing as o Speciol resolution:

“"RESOLVED that in portiol modification of the resolutions
possed by the Company in the Annual General Meeting
held on 21 December 2000 and pursuant 1o provisions of
the sections 198, 269 and 309 read with Schedule Xlli of the
Companies Act 1956 (the “Act”) and other applicable
provisions of the Act and subject to such other approvals,
if any, required under the Acf and other opplicable laws,
consent of the shareholders of the Company in general
meeting be and is hereby accorded to the payment to Mr.
Riad Fyzee, Managing Director of the Company of
Performance Bonus /ex-gratio payments and other allowances
and amenities as applicable to other senior executives of the
Company and as may be approved by the Board of Directors
of the Company, for the financial yeors commencing from
st April 2002 to 31% March 2004, over and above the
remuneration approved by and set forth in the resolution of,
the shareholders in general meeting passed on 21sl
December, 2000, provided clways that the remuneration
payable to Mr. Riad Fyzee, Managing Director, as approved
by this resolution together with the remuneration approved

by resolutions passed earlier, shall not exceed the limits
specified in sub-paragroph (B) of paragraph 1 of Section It
of Part Il of Schedule Xill of the Act;

“RESOLVED FURTHER that where in any financial year dyring
the currency of the tenure of employment of Mr. Riad Fyzee
as Managing Director of the Company, the Company has no
profits or its profits are inadequate, consént and approval of
the Company in general meeting be and is hereby accorded
for payment to Mr. Fyzee the above-referred remuneration

_os minimum remuneration for the chove period subject to

requisite approvals, if any, under the Act;

“RESOLVED FURTHER that the ferms and conditions governing
the appointment of Mr. Riad Fyzee os Managing Director of
the Company set forth in the resolution passed by the
shareholders in general meeting held on 21st December,
2000 os amended by the resolution possed by shareholders
in this meeiing shall remain in full force and effect.”

NOTES:

a)

b)

<)

d)

Place : Mumbai,
Dated: July 1, 2002

The relative Explanatory Statement as required by Section
173 of the Companies Act, 1956 in regard to item nos. 5 to
7 is annexed herelo.

A MEMBER ENTITLED TO ATTEND AND VOTE AT THE

MEETING IS ENTITLED TO APPOINT A PROXY TO ATTEND

AND VOTE INSTEAD OF HIMSELF AND A PROXY NEED NOT

BE A MEMBER. PROXY FORMS MUST REACH THE

COMPANY’S REGISTERED OFFICE NOT LESS THAN 48

HOURS BEFORE THE MEETING. '

The Register of Members and Share Transfer Books of the

Company will be closed from Soturday 14th September 2002

to Monday 30" September 2002, bath days inclusive.

As per Section 205A unclaimed dividend for the year ended

314 March 1997, 1998 and 1999 would be transferred to

the Investor Education and Protection Fund of the Central

Government in the years 2004, 2005 and 2006 respectively.

Shareholders who have not encashed their Dividend Warronts

for the soid years are requested to send the same for

revalidation to the Corporate Office/ Share transfer Agenis.

It may be noted that no claim will lie in respect of such

unclaimed dividends transferred to the Central Government

as above.

Members ore requested to:

i, Intimate to the Company’s Registrars and Share Transfer
Agents change if any, in their registered address af an
early date;

ii. Quote Folio Numbers in oll their correspondence.

Members who hold shares in dematerialised form are

requested to bring their Client ID ond DP ID numbers for

easy identification of altendance at the meeting.

By Order of the Board of Directors

Marcel Rebello
Company Secretory

Registered office :

Survey No 157,

Devarwadi Village,

Post Shinoli, Chandgad Taluke,
Dist. Kolhapur,

Mcharashtra - 416507
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FAIRFIELD ATLAS LIMITED

EXPLANATORY STATEMENT

As required by Section 173 of the Companies Act, 1956 the
following Explonatory Statement sets out oll the material facts
relating to the above items of business

ITEM NO. 5

Pursuant to the nomination made by Fairfield Manufacturing
Company, Inc.,USA (“Fairfield”), the Board of Direciors in their
meeting held on 27th December 2001 appointed Mr. Clement
Strimel as edditional director of the Company with effect from 1
December 2001, Accordingly, Mr. Strimel holds office till the
ensuing Annual Generol Meeting. Mr. Clement Strimel is the Vice
President — International Business Development of Foirfield. He is
well versed and experienced in his field. The Board of Directors
considers that it would be in the interest of the Company to have
the benefit of his experience and advice of Mr. Clement Strimel os
a member of the Board and accordingly commends his
appoiniment fo the members, He has filed with the Company his
consent 1o act as a Director

The Company has received notice from a shareholder pursuant
to section 257 of the Compuonies Act, 1956 clongwith requisite
deposit amount, proposing the candidature of the Mr. Strimet for
appointment as director of the Company.

Mr. Clement Strimel may be deemed 10 be concerned or interesied
in the resolution relating to his appointment. No other director of
the Company is concerned or interested in this item of business.

ITEM NO. 6

The Board of Directors ot their meeting held on 1¢ October 2000
approved the appaointment of, and payment of remuneration 1o,
Mr Riad Fyzee as Managing Director of the Company, for the
period from 1* October 2000 to 31 March 2004, The
appointment of Mr. Riad Fyzee as Monaging Director and payment
of remuneration to him was approved by the shareholders in
general meeting held on 21 December, 2000 As per the above-
referred approvals, the said remuneration wos payable to Mr. Riad
Fyzee in the event of absence or inadequacy of profits during his
tenure subject to the limits specified in Schedule XHI o the

Companies Act 1956,

The Company follows the practice of paying performance bonus/
ex-grotio payment fo members of senior executives of the Company
Being a member of senior executive of the Company, Mr. Ricd
Fyzee is also enlitled 1o receive performance bonus / ex-gratio
payment, as applicable tc other senior executives of the Company
However, the remuneration approved by the shareholders in
general meeting held on 21" December 2000 did not take intg
account the remuneration payable to Mr Riad Fyzee as
performance bonus / ex-gratic payment. As per the norms followed
by the Company for payment of pedformance bonus/ ex-gratia
payment to senior executives of the Company, Mr Riad Fyzee was
paid a performance bonus of Rs. 2,59,200/- for the financial
year ended 315 Morch, 2002, The soid payment, baing in sxcess
of the ceiling applicable for payment of the remuneration 1o Mr,
Rind Fyzee as approved by shareholders in the resolution passed
on 21+ December, 2000, would require specitic approval of
shareholders in general meefing. Herce the resolution is placed
belore the shorehaolders to seek their approval and ratification

The remuneration poid to Mr. Riad Fyzee for the financicl year
ended 31 March 2002 exceeded by Rs. 2,59,200 the

remuneration prescribed as per provisions of the Part il Section |l
of the prevailing Schedule Xl of the Componies Act 1954

m— F————

calculated on the effective capital of the Company. However the
Central Government has omended with effect from 16" January
2002, Part I, Section || of Schedule Xl 1o the Companies Act
1956. The excess remuneration paid to Mr. Fyzee is within the
limits prescribed os per amended Schedule XHi to the Companies
Act 1954 subject to the conditions prescribed thereunder. The
excess remuneration as obove has been opproved by the
Remuneration Committee and ratified by the Board of Directors,
The other information required as per the amended Schedule Xli
is given in item 7 below.

Apart from Mr. Fyzee, no other director is concerned or interested
in this item of business.

ITEM NO. 7

The remuneration payable to Mr. Riad Fyzee as Managing Director
of the Company was approved by the Board of Directors at their
meeting held on 1st October 2000 and the Company in General
Meeting on 21st December 2000.

At the time of fixing the remuneration payable to Mr. Riad Fyzee
as Managing Director, the Company had not taken into account
the remuneration payoble o senior executives of the Company,
by way of performance bonus / ex-grafio payment. The Boord of
Directors now extend the performance bonus / ex-gratia benefit
to Mr. Riad Fyzee as well. 1t is therefore now proposed to amend
the terms of remuneration payable to Mr. Riad Fyzee as Manoging
Director for the peried commencing from 1¢ Aprii 2002 10 31
March 2004, to include as part of the remuneration packoge to
kim the performancze bonus / ex-gratia payment applicable to
senior executives ot the Comoany. Accordingly the remuneration
committee of the Boerd at its meeting held on 30* Jonuary 2002
hos resolved to extend the benefit of such payments to Mr. Riad
Fyzee for the period from 17 April 2002 1ill the remainder of his
tarm. The Board of Directors in their meeting held on June 28,
2002 has approved and ratified the said resolvtion of the
rerynerciion comrmitiee

The Board of Directors recommends the resolution for your

gopproval,

Apart from Mr. Riad Fyzee, no other director of the Company is
concerned or interested in the above matter.

The foliowing additicnal informalion as required by schedule X!l
to the Companies Act 1956 os amended is given below
| Gereral Information

i Mature of indusiry

The business of the Company is manufacture and sole
of transmission, engine, and indusirial gears, ond fully
assernbled fransmission gears required in utility vehicles.
tractors ond off-rood squipment

it.  Duoile or expecied date of commencerent of commercial
proaduciion

The Company was incorporated on 19 February 1990
as a privale company and commencad commercial
production in the vear 1993,

i In case of new compaonies, expected dote of
commencement ot activities as per project opproved by
finencial instdution appearing in the prospecius

Not Applicable

e—
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iv.

vi.

Financiat pedormance based on given indicators - as
per cudited financial resuits for the year ended 31st
March 2002.

Particulars Rs. in lakhs
Turnover and other income 2,792.00
Profit before Depreciation end

Finance Charges 150.85
Depreciation 430.95
Finance Charges 4465.65
Profit / {-Loss) after Depreciation

and Finance Charges (745.75)

Export performance ond net foreign exchange
colloborations.

The Compony hos entered info an ogreement with
Fairlield for export of the Company's products o Fairfield
and its customers. The Company’s earnings in foreign
exchange were Rs. 734 lakhs for the financicl year ended
31st March 2002,

Foreign investments or collaborators, if any.

TH Licensing Inc., USA, a wholly owned subsidiory of
Fairtield Manufacturing Co. Inc. USA, has invested in
2,07,00,000 equity shares of Rs. 10/- each constituting
76% of the paig up capitel of the Company.

li. Information about the appointee.

Background details

Mr. Riad Fyzee is the founder and Chief Promoter of the
Company. He hos been the Chairman and Managing
Director since inception of the Company. Mr. Fyzee is o
graduate in Economics and holds a business degree
from Moniclgir State College USA. Prior to his
appointment in the Company, Mr. Fyzee was Dy.
Managing Direcior of MSAS Blue Skies Pvi. Ltd. an
International Freight forwording Company.

Past remuneration during financial year ended 31si

“ March2002.

The total remuneration drawn by Mr. Riad Fyzee for the
year ended 31st March 2002 wos Rs. 21.27 lakhs
including perquisites. .

Recognition or Awords
Not applicable.
lob Profile and his suitability.

Mr. Riad Fyzee is the Choirman ond Managing Director
of the Company since inception. The Board has
delegated substontial powers of management of the
Company to Mr. Ricd Fyzee, in his copacity as Managing
Director of the Company. Mr. Fyzee is responsible inter
alio for development of the business of the Company..

Mr. Fyzee has in-depth knowledge of the business and
working of the Company having founded the Company
and being at the helm of its affairs for the past 12 years.
Under his stewardship the Company was able to

successfully implement its exponsion plans. Moreover,
the Company does not have any other Executive Director
at present and hence Mr. Fyzee is required to shoulder
the respensibility of management of the Company. Mr.
Fyzee is therefore best suited for the position he occupies.

vi,

vii.

Remuneration proposed.

Satary of Rs. 90,000 per month and perquisites,
cllowances and-emenities as approved af the Annual
General Meeting held on 21st December 2000
mentioned at |V below, together with perquisites,
allowances and amenities as set out in item No. 7 of the
Natice.

Comparative remuneration profile with respect 1o
industry, size of the Company profile of the position and
person {in case of expatriotes the relevant details would
be with respect to the country of his origin}.

Considering the size of the Company and volume of its
operations, particularly on establishment of the EOU
and the background, experience and profile of Mr. Riad
Fyzee and the responsibility shouldered by him, the
remuneration proposed to be paid is commensuyrate with
remunerafion packages given to similar Senior level
executives in other companies.

Pecuniary relatienship directly or indirectly with the
Company or relationship with the managerial personnel
if any.

Apart from the proposed remuneration, Mr. Fyzee does
not have ony other pecuniary relationship with the
managerial personnel if any. Being founder and promoter
of the Company, Mr. Fyzee holds 1108490 fully paid up
equity shares in the Company, representing 4.06 % of
paid up share capital of the Company.

Hl. Other information

1.

Reoson of loss or inadequate profits.

The Company has undergone a major expansion by
sefting up on 100% Export Orienied Unit and thereby
has incurred heovy expenses on the same. In addition
there hos been o heavy interast burden on loans taken
for establishing the 100% E.Q.U. The recession in the
agriculture sector has impacted the order position from
the Tractor Division of M & M Lid.

2. Steps faken or proposed to taken for improvement,

The Company is in the process of initiating several cost
culting measyres. Negotictions are in_progress with
suppliers of raw materials and consumables to reduce
prices. On the export front the Company is expecting
sizeable orders from its principals Fairfield Mandfecturing
Co. Inc. URA. Apart frem this, the Company has
successfully infroduced new infernational customers and
widened its customer base. With increased focus on
technology driven products, the Company expects to
move up the value chain by delivering high technology
products to its customers. This would also result in
improved added volue reclizations resulting in improved
profitability.

Expected increase in productivity and profits in
measurable terms.

As per the projections made for the three years ended
31/3/2003, 31/3/2004 & 31/3/2005 the Company
proposes to post a turnover of Rs. 5700 lakhs for the
first year going up to Rs. 10500 lakhs in the third year.
Profit after tox for the first year is expected 1o be Rs. 36
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Remuneration package of Mr. Riad Fyzee Managing Direclor
as approved at the Annual General Meeting held on 214
Dacember 2000.

1. Salery : Rs. 90,000 per month including all allowance.

~

2. Commission : one per cent of the net profits of the
Company.
3. Perquisites :
Provision of perquisites and benefits clossified into three
Categories A, B, C, as appearing hereinafter:
Caotegory A
a. Housing | :
The expenditure by the Company on hiring furnished
accommodation shall be subject to a ceiling of 60% of
the salary.
Housing it
In case the accommadation is owned by the Company,
60%of his salary shall be deducted by the Company.
Housing Il
In cose no accomrmodation is provided by the Company,
he shall be entitled to house rent allowance subject to
ceiling loid down in Housing | above.
Utilities -
The expenditure incurred by the Company on gas,

electricity, water and furnishings shall be valued as per
the Income Tax Rules, 1962

b. Medical Reimbursements and Hospitalisation: Expenses
incurred for self and the family.

c. Leave Travel Allowance : For self and the family, once in
a year, incurred in accordance with the Company Policy.

d. Club Fees : Fees of clubs subject to a maximum of two

clubs. This wil notinclude admission and life membership
fees.

e. Personal Accident Insurance : Payment of premium for
personal accident insurance cover, in accordance with
the Rules of the Compeny.

f. Reimbursement of any other expenses properly incurred
by him in accordonce with the Rules and Policies of the
Company.

Explanation :

For the purpose of Category A, “family” shall mean and

WV Disclosures inciude his spouse, dependent children and dependent

parents.

Caiegory 8

During the term of his employment, Mr. Fyzee shall be entitled
to the following perguisites, which shall not be inciuded in
the computation of the ceiling on the remuneration specified
in the preceding paragraph:

a.  Contribution by the Company to Provident Fund and
Superannuation Fund or Annuity Fund to the extent these
either singly or put fogether are not taxable under the
Income Tax Act, 1961,

b. Grotuily payable al a rate not exceeding 15 days salary
for each completed year of service, and

c. Encashment of leave at the end of the end of the tenure
of service with the Company

Category C

Provision of Chautfeur driven cor for use on Company’s
business and telephones ot residence. These will not be
considered as perquisites. Personal long distance calls on
telephone and use of car for private purpose shall be billed
by the Company to him.

in the event of absence or inadequate profit in any financial
year, jhe remuneration aforesaid be paid 1o Mr. Riad Fyzee,
as minimum remuneration to him; subject to the limits
prescribed under the Companies Act 1956 and the Rules
made thereunder.

Inspection of Documents:

The documents referred to in this Explanatory Stetement will
be available for inspection by shareholders at the Registered
Office of the Company between 10.00 AM and 12.00 Noon,

on all working days prior to the date of the meeting.

By Order of the Board of Directors

Place : Mumbai, Marcel Rabello
Dated: July 1, 2002 Compuony Secretory

Registered office :

Survey No 157,

Devarwadi Village,

Post Shinali, Chondgad Taluka,
Dist. Kolhapur,

Maharashtra - 416507
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DIRECTORS’ REPORT

The Direciors are pleased to present their 12th Annual Report
together with the audited accounts of Fairfield Atlas Limited
(the “Company”} for the yearéerided 31¢ March 2002,

I.  Financial Resulis (Rs. in lakhs)
2001-2002 2000-2001
Gross Income 2791.94 2539.80
Profit/(Loss) before L e :
depreciation, Interest ond tox 150.85 . (178.11)
Interest 465.65 535.17
Depreciation 430.95 380.91
Profit & Loss before prior {745.75) (1094.19)
year's expenses
Profit/(Loss) betore tax (745.75) [1094.19)
Provision for tax 0.43 58.79
Profit/{Loss) after tax (746.18) {1152.98)
Balance of Profit/(Loss)
brought from earlier year (1536.45) (383.47)
Balance of Profit/{Loss)
carried to Balance Sheet {2282.63) (1536.45)

Dividend
The Directors did nof recommend o dividend for the
year ended 31% March 2002.

Operations

The financial year under review witnessed a marginal
increase in sales. The company responded to the severa!
constraints faced during the year by well planned strategy
both on production and marketing fronts.

The Company produced 7,01,431 pieces of gears
during the year ended 31¢ March 2002 os against
6,17,449 pieces produced during the previous year.
Sales turnover and other income for the year omounted
to Rs. 2,791.94 lokhs as against Rs. 2,539.80 lakhs
for the previous year, registering a marginat increase.
Sales to Tractor Division of Mohindra & Mahindra Lid.
were offected due to the adverse impact of several factors
on the Tractor industry. Sales to the Automotive Division
registered an increase due to change in the product
mix supplied. Soles to the three-wheeler division ot
Zaheerabad have increased substantially due to higher
production demands. The company has initiated steps
to take full advantage of the opportunities offered. In
addition the Company is manufacturing engine gears
for the new Scorpio vehicle which is the new top of the
line product of M&M with great potential.

The export business of the Company has o very
promising future with substantiol projected order
positions. However the export business of the Company
suffered a slight set back due to the catastrophic events
that took place in the U.S. last September. in spite of
this the Company was oble fo achieve on export turnover

v

of around Rs. 800 lgkhs and will stend to gain from
various tax exemption on this account. The export
products of the company from the Domestic Unit are
also eligible for benefits under the DEPB Scheme.

An analysis of the Company’s performance is given in
the Monagement discussion and Analysis Report which
forms part of this Report.

Current Yeor

The Company continues Yo be o major supplier of gears
to its OEM customer, namely Mahindra & Mahindra
ttd. for its Automotive and Farm Equipment Sector and
occupies the position of being a preferred and major
supplier of Gears to the M & M group. During the first
three months of the current year there has been o
decrease in the off take of gears particularly by the Tractor
Division of Mahindra & Mahindra Ltd. On the other
hand, supplies of gears to the Automotive Division have
registered a marginal increase during the said period.
However during this period there has been an
occeleroted growth in the supplies made for the 3
wheeler business. The company has also commenced
supply of engine gears to M & M for their new E.UV.

~ engine being developed by them which conforms to Euro

Il standards. This engine is being fitted by M & M 1o
their recently launched “Scorpio Vehicle”. During 3
months of the current year the export businhess has been
to the tune of Rs. 140 lakhs. Trial runs of the machines
in the EOU have been completed and the machines
have been productionised. Exports from the EQU have
commenced in the first week of June.

Director’s Responsibility Statement

Pursuant to the provisions of sub-section {2AA) of Section
217 of the Companies Act, 1956, the Board of Directors
confirm:

(i} thatin the preparation of the Annual Accounts, the
applicable accounting standards had been followed
alongwith proper explonation relating to material
departures;

(i) that the Directors had selected such accounting
policies ond applied them consistenfly and made
judgements and estimotes that are reasonable and
prudent so os to give o true and fair view of the
state of offairs of the Company at the end of the
financial year as on 31% March, 2002 and of the
loss of the Company for that period;

that the Directors had taken proper and sufficient
care for the maintenance of adequate accounting
records in accordance with the provisions of the
Companies Act, 1956 for safeguarding the assets
of the Company and for preventing and detecting
fraud and other irregularities; and

(i)



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

SANSCO SERVICES - Annual Reports Library Services - www.sansco.net

FAIRFIELD ATLAS LIMITED

e

Vi

VIL

e S —i T ———

—— n—

liv] thatthe Directors had prepared the annual accounts
on o going concern basis.

New customers

Efforts in tapping export potential of other customers
have met with success. Orders have been secured from
Carrare, L & T John deere and GKN for new business
which is projected ot Rs. 12 crores to Rs. 15 crores for
next financial year.

Finance

During the year the Company has regularly paid GE
Capital Services India, interest on the Term Loan and
Revolving credit obtained from them.

VIIl. Corporate Governance

Pursuant to Clause 49 of the listing agreement with the
stock exchange a section fitled “Corporate Governance”
has been included in this annual report alongwith
management discussion and analysis report and
shareholder information report. Certilicate of auditors
of the company regarding compliance of conditions ot
Corporate Governance is onnexed o the reporf,
Reasons for non compliance of certain sub clauses of
clause 49 have been given below,

. Reasons for non-compliance with conditions

of Corporate Governance as per Listing
Agreement with the Stock Exchonge.

In response o observations made by the Auditors on
non compliance of following sub-clauses of clause 49
of the Listing Agreement stipulating conditions of
Corporate Governance the Board of Direciors offer
the tollowing clarification:

a. Clause | A : The Company is in the process of
inducting persons as independent directors upto
the required number.

b. Clause Il {A) (a] . Provisions of the clause will be
complied with on inducting persons os independent
diractors

¢, Clouse Il (A} (b) Independent director will be
appointed as chairman of the Audit Committee on
completing formalities as given in (o) above.

d. Clause I} {A) [c) The Chairman of the Audit
committee was not present in Indic ot the time of
Annual General Meeting.

e. Clausell (B) Only 2 Audit committee meetings were

X.

XM

held due to non availability of Audit committee
members. However it is being ensured that af least
3 such meetings will be held this finoncial year

Particulars of Employees

The Company does not have any employee of the
category specified in section 217 (2A) of the Companies
Act, 1956, read with the Companies ({particulors of
Employees) Rules, 1975,

Conservation of energy technology absorption
and foreign exchange earnings and outgo

The information required in terms of Section 217{1)(e)
of the Companies Act, 1956 read with the Companies
{Disclosure of Particulors in the Report of the Board of
Directors) Rules, 1988 is given in the annexure forming
part of this Report.

XH.Directors

It has been decided by Mr. Stephen K. Clough,
Mr. Richard A, Bush, Mr. Mark D, Gustus, and Mr. | M.
Mapgaonkar -who were appainted Directors, on the
some day i.e 21" December 2000 that Mr. Richard A.
Busk and Mr. Mark D. Gustus will retire at this Anaual
General Meeting. Mr. Richard A. Bush and Mark D.
Gustus being eligible offer themselves for reappointment
as Directors.

Xlit. Auditors

Price Waterhouse Chartered Accountants, retire at this
Annucl General Meeting and being eligible offer
themselves for reoppeintment.

XIV. Auditors’ Report

The notes an Accounts, referred to in the Auditors’ Report
are self-explanatory.

XV. Acknowledgement

The Direciors express their sincere thanks for the
continued support and co-operation given by the
Financic! Institufions and Employees of the Company.

For and an behalt of the Board of Directors

RIAD FYZEE
Chairman & Managing Director

Ploce : Mumbai

Date: July 1, 2002
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ANNEXURE

STATEMENT UNDER SECTION 217 (1) (e} OF THE
COMPANIES ACT 1958, READ WITH THE COMPANIES
(DISCLOSURE OF PARTICULARS IN THE REPORT OF THE
BOARD OF DIRECTORS), RULES 1988 AND FORMING
PART OF THE DIRECTORS’ REPORT FOR THE YEAR ENDED
31ST MARCH 2002.

A. CONSERVATION OF ENERGY

1. To reduce the energy consumption on the major
area of Hobbing of Gear Teeth, four Hobbing
Machines have been converted from A.C. Induction
Motor type drives to A.C. Servo drive type. This has
resulted in saving of approx. 30% energy
consumption.

2. To effect savings in the energy consumption for
lighting, all the new lighting installation in the E.O.U.
and-North expansion are “METAL HALIDE® Type.
This will enable us to effect ot leost 20% saving on
the energy required for lighting.

3. Three Perkins Gensets have been commissionedwith
a total capacity of 2600 KVA. These are being run
2 days a week so that the electrical energy
consumption is reduced. :

B. TECHNOLOGY ABSORPTION

1. The Company does not hove o Research and
Development Department at present

2. The Company uses indigenous technology in the
manufacture of its gears.

C. FOREIGN EXCHANGE EARNINGS AND
OuUTGO

The Company earned foreign exchange during the year
under review amounting 1o Rs. 734.55 lakhs on exports
{Previous yéar Rs. 17,492) Total Expenditure in Foreign
Currency on finance charges Rs. Nif {Previous year Rs.
32.20 lakhs ) Legal & Professional Fees Rs. Nil (Previous
year Rs. 22.90 lakhs} Guarantee Commission Rs. 46.15
lakhs (previous year Nil} Foreign Travel Rs. 48.42 lakhs
(Previous year Rs. 2.60 lakhs).

For and on behalf of the Board of Directors

RIAD FYZEE
Chairman & Managing Director

Place : Mumbai
Dated : July 1, 2002

MANAGEMENT DISCUSSION AND ANALYSIS :

Industry Structure & Developments

The Indian Automobile and Tractor manufacturers meet their
gear requirements either through their inhouse facilities or
by outsourcing them from approved vendors. The auto
component industry (gecrs) in India is categorised on the
basis of original equipment supplier, replacement market
supplier, or a combination of both. The btisiness bf Fairfiald
Atlas is manutacture and sale of Gears.used in transmissions,
engines, industrial usage and gears for off road equipment as
well os fully ossembled transmissions - Presently the Company
caters 1o requirements for Utility Vehicles, Tractors, LCV's,
three wheelers and off rood equinment. Bulk.of kibe sqlgof
its products is made by the Compony for exports and to
Mahindra & Mahindra Ltd. and @ small portion to Kerala
Agro Machinery for use in their power fillers. Fairfield Atlas
is on original equipment mcmufodurer (OEM] for both
tractors ‘and utility vehicles mdnufaciured by Mahindra &
Maohindra Lid. (M & M).

Performance

There are 4 main vendors who supply transmission gears as
O.E.M. to M & M. Tractor Division. {FALL supplies: 20
categories of gears to M & M Kandivli and to their Nagpur
unit. FAL is the singlessource supplier for some of the Tractar
gears supplieddo thg Kandivli and Nagpur unit.

As far as the Autamditive Sector is concerned, FAL supphes
12 types of geors oM & M as original equipment to be
fitted to their utility vehicles and 10 types of engine gears for

the E.U.V. engine used by the new ‘Scorpio’ vehicle being
manufactured by M&M. FAL also supplies 6 types of gears
for their spares division. For the Automotive sector there are
2 vendors but FAL is a single source supplier for some geors.
FAL supplies gears for the 3 wheeler “Champion” which is
being manufactured by M & M at Zaheerabad (Andhra
Pradesh) and has been nominated as a single source supplier
for these gears.

The Tractor industry as a whote was adversely offected by
several factors. Consequently it ;mpqcted the demand. of
components supplied by FAL to'tHis segment.

Over the last financial year, the Company has been able to
achieve substantial growth on the export front. The Company
is manufacturing at present over 80 different types of gears
for the U.5. off road equipment market.

Opportunities and threats

With increasing number of multimational.companies in
autemotive and engineering segmenis deciding to source
their requirements from:India, the company expecis
substantial growth in the auto ancillary segment (particularly
technology driven auto components like gears, gear
assemblies) in future and is confident of meeting such
increased demand,

Most #8tomobile ond tractor manulacturers use their in house
capttbe gear manufacturing facilities to optimise their
manufocturing capacity provided it is economically viable
and source. thejr-regyitements in. excass:of .their-intarnal
capacity from independent suppliers like FAL. The Company’s
business could be aflected if such excess does not arise.
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Segment-wise performance

The company has determined it business segment as
automotive transmission geors. Since 100% of the
company’s business is from aufomative transmission gears
there are no other primary reportable segment.

Outlook

Exports to Fairfield Mig. Co. Inc. U.S. A. during the preceding
year have been to the tune of Rs. 750 lakhs. These have
heen effected from the Domestic Unit. The company has
made an application to DGFT for issue of Licence for exports
made in last quarter since these produds are eligible for
DEPB henefits. Machines imparted have been installed ot
the EQU and production has already commenced. These
machines will help to diversify the range of products exported.
The installation of the machines at the EOU including state
of art heat treatment furnace fired by LP gas will ensure
uniform heat and hardening process besides being safe and
environment friendly.  Further the new machines installed
will help improve the qudlity of products, there by reducing,
if not eliminating rejections. However production and sales
from the EOU depends on the continuous placing of orders
by Fairfield. To safeguard against possible decline in orders
from Fairtield the company has made efforts to tap export
potential of other customers. Efforts in this direction have
met with success. In its quest for new business the company
has secured orders from Carrare, L& T Johndeere and GKN
and negotiating with Lister Petter and Porker. At present the
company is developing samples for Carraro, L & T John
Deere and GKN. The total projected new business in hand
shall add Rs. 12 crs. t6 Rs. 15 crs. in the next financial year,
each averoging of Rs. 3 crs. to Rs. 4 crs. The company will
also endeavour to cater to the requirements of Indian
customers to the extent permitted under Import Export Policy
for £.O.U. The Company remains optimistic about the long
term opportunities that may arise.

Internal Control System

The company has o proper and adeguate Internal Control
mechanism to safeguard its assets against unauthorized use
or disposition. The compony has appointed a reputed
management consuliancy and audifing firm to perform the
internal audit function. Quaorterly internat audit reports given
by them are discussed by the management so as to monitor
the effectiveness of the internal control. The Audit committee
of the Board of Directors deals with significant control issues
raised by the internal and external auditors and directs
corrective and remediol action besides giving instructions
for further areas fo be covered.

Besides the company has in place well defined roles and
responsibilities tor the managers at various levels. This,
coupled with the established internal information system and
periodic reporis by senior management personnel ensures
adeguate information flow for effective monitoring.

Human resources / Industrial Relations

Employees are a vital resource of the company. The company
has been able 1o create a friendly work environment that

———

encouruges the employees to contribute their best. With the
objective of developing and improving the skills of the
employees several fraining programmes were organized by
the company. The managers/executives attended seminars
in their respective and reloted field of activity. Industriai
relations continue o be cordial. The present wages
setilernent will terminate in August this year. Preliminary
discussion on the future sefttement has already commenced.
The total strength of the company as on 31¥ March 2002
was 450 permanent employees.

Risks and concerns.

The slowdown in the US economy may effect the Compony's
exports to US. The erratic monsoon may subdue the demand
for Tractors and the cyclic nature of the automobile industry
may affect supplies made by the Company o these two
segments.

Discussion on Financial performance with respect
to operational performance.

Financial Information

Fixed Assets

During the year the Gross block of Fixed Assets increased
from Rs. 404451 lakhs to Rs. 4796.25 lakhs, During the
year major items of capital expenditure were incurred on
Land,Factory Building and Plant and Machinery, Furniture,
Fittings of the E.O.U. Unit and leosed vehicles.

Inventories

The inventory level as on 31% March 2002 was Rs. 665
lokhs as compared to Rs. 654 lakhs as on 31% March 2001.
Stacks, Spares ond raw materials were maintained in keeping
with the level of activity, However this yeor inventory of
finished goods was lower as compared to last year

Sundry Debtors
Sundry Debtors amountto Rs. 433.18 lakhs as at 31* March
2002 os compared fo Rs. 229.61 lakhs as at 31% March

2001. Debtors ot the year end represented mainly supplies
to M & M.

Results of operations

Sales/Income fram operations for the year increased to
Rs. 2,748.61 lakh as compared to Rs. 2,519.51 lakhs for
the year ended 31 March 2001. Other income increased
to Rs. 43.32 lakhs from Rs. 20.28 lakhs for the previous
year ending 31 March 2001, Other income comprises
mainly of interest on Depastts, Liabilities/Provisions no fonger
required writtenr back and Foreign Exchange gain.

Rs. in lakhs

Expenditure £-2002 F-2001
Raw Materials Finished &

semi finished products 1191.07 113499
Employee costs 449 .95 383 .06
Manufacturing and other Expenses 1000.05 1199 .84
Interest 465.65 53517
Depreciation 430.95 380.91
Contfingencies 5.40 5.40

(o
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