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Notice to Members

. 1999-2000

Noftice is hereby given that the FORTYFOURTH ANNUAL GENERAL MEETING of the Members of the Company will be held
at Shri Durgaprasad Saraf Afithi Graha at Tumsar 441 912 (Maharashira) on Monday, the 25th September, 2000 at 11.00
AM., fo transact, with or without modifications as may be permissible, the following business:

1.

To receive, consider and adopt the Audited Balance Sheet as at 31st March, 2000 and Profit & Loss
Account for the year ended on that date and the Reports of the Board of Directors and the Auditors
thereon.

To appoint a Director in the place of Shri Mangj Saraf, who retires from office by rotation and being eligible offers
himself for re-appointment.

To appoint a Director in the place of Shri R.K. Saraf, who retires from office by rofation and.being eligibte, offers himself
for re-appointment.

To appoint a Director in the place of Shri M.B. Thaker who retires from office by rotation and being eligible offers
himself for re-appointment,

To consider and, if thought fit, to pass the following resolution which wil be proposed as a Special
Resolution:

“RESOLVED that Shii K.P. Sahasrabudhe, Chartered Accountant, carrying on his profession in the name of Messrs Salve
And Company be and is hereby appointed as the Stahutory Auditor of the Company in place of the previous
Proprietorship Firm of Shri H.P. Salve (since deceased), 1o hold office from the conclusion of this meeting untit the
conchssion of the next Annual General Meeting of the Company on such remuneration and reimbursement of
expenses as the Board of Directors may fix in that behalf in consultation with the said Auditor, and in respect of whose
appointment, a Special Notfice, as required under the provisions of Section 225 of the Companies Act, 1956, has been
received by the Company.”

AS SPECIAL BUSINESS :

6.

To appoint Shri V.J. Trivedi, who was gppointed as g Director of the Company under Article 108 of the Articles of
Asscciation of the Company and Section 262 of the Companies Act, 1956 to fill up the casual vacancy on the Board
caused by the resignation of Shii K. Srinlvasamurthy and who holds office under the said article until this Annual General
Meeting, as a Director of the Company and in respect of whom the Company has received a notice in writing
fogether with the requisite deposit pursuant 1o the provisions of Secftion 257 of the Companies Act, 1956 from a
member signifying his intention to propose Shri V.J. Trivedi as a candidate for the office of Director and in that behalf
to consider and, if thought fit, o pass the following resclution which will be proposed as an Ordinary Resolution:

"RESOLVED that pursuant to the relevant provisions of the Companies Act, 1956, including Section 257, Shri V.J. Trived
be and is hereby elected and appointed as a Director of the Company, liable to retire by rotation.”

To consider and, f thought fit, to pass the following resolution which will be proposed as a Special Resolution

"RESOLVED that pursuant to the provisions of Sections 198, 269, 309, 310, 314 and all other applicable provisions, if
any, of the Companies Act, 1956 and all guidelines for managerial remuneration issued by the Central Sovernment
from time to time and subject to such further approvals, if any, as may be necessary, the Comipany hereby approves
the re-appointment of Shri Manoj Saraf as Whole-time Executive Director of the Company for a further period of five
years with effect from 1st January, 2001 upon the terms and conditions as fo remuneration and otherwise as sef ouf
in the draft agreement prepared in that behalf and submitted to this meeting and, for the purpose of identification,
initiciled by the Chairman and which draft agreement is hereby specifically approved, with liberty to the Directors
to vary the terms and conditions of the remuneration and re-appointment and/or the Agreement in such manner
as may be agreed to between the Directors and Shri Manoj Saraf in the best inferests of the Company, within the
limttations in that behalf as contained In Schedute X to the said Act or any amendments ihoreof, or otherwise as
may be permissible at lagw.”
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NOTES:

1. The relevant explanatory statement pursuant to Section 173 of the Companies Act, 1956 in respect of items 5 o 7
of the notice set out above is annexed hereto.

2. A MEMBER ENTITLED TO ATTEND AND VOTE IS ENTITLED TO APPOINT A PROXY TO ATTEND AND VOTE INSTEAD OF HIMSELF
AND THE PROXY NEED NOT BE A MEMBER OF THE COMPANY.

3. The Register of Members and Share Transfer Books of the Company wil remain closed from Monday, the 18th
September, 2000 to Monday, the 25th September, 2000, both days inclusive.

4, All requests received from Members for change of address wili be entertained only when shareholders’ signatures
on the lefter intimating change of address tally with the specimen signatures recorded with the Company. While
notifying change in address please ensure that the address is complete and the pin code number is clearly
menticned. Incorrect/incomplete address may lead 1o non-delivery of documents/communications sent to you from
the Company,

5. Members are requested to quote Folio Numbers in all correspondence.

" 4. Shareholders infending o require information about accounts to be explained at the meeting are required to furnish
the queries to the Company at least 10 (Ten) days in advance of the Annual General Meeting.

7. The Companies (Amendment) Act, 1999 has infroduced provisions for nominotion by the holders of shares,
debentures and fixed deposits. The members may accordingly make nomination., if they so desire. in the prescribed
form which can be had from the Share Department at the Registered Office of the Company.

8. The shares of the Company are listed with the Bembay Stock Exchange, Phiroze Jeejeebhoy Towers, Dalal Streef,
Mumbai - 400 001, The Stock Exchange-Ahmedabad, Kamdhenu Complex. Near Polytechnic, Panjara Pole,
Ahmedabad -380 015, The Calcutta Stock Exchange Association Ltd., 7 Lyons Range, Calcutta - 700 001, The Delhi
Stock Exchange Association Ltd., DSE House, 3/1. Asaf Ali Road. New Delhi -110 002, The Hyderabad Stock Exchange
Ltd., 3-6-275. Himayatnagar, Hyderabad - 500 482 and Bhubaneswar Stock Exchange Association Ltd., A-22, Falcon
House, Jharpada, Cuttack Road, Bhubaneswar-751 006, Listing fees have been paid to Stock Exchanges at Mumbai
upte 2000-2001. Ahmedabad upto 1998-99, New Delhi, Hydercbod. Calcutia ond Bhubaneswar upto 1997-1998,

By Order of the Board,
Registered Office:
Shreeram Bhavan,
TUMSAR-441 912 V.V. Somasundaran
(Maharashtra) Secretary

Dated : 16th August, 2000.
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Annexure to the Notice 1999-2000

Explanatory Statement as required by Section 173 of the Companies Act, 1956,

tem No.5:

The Board of Directors of the Company at its meeting heid on 5th May, 2000 appointed Shri K.P. Sahasrabudhe,
Chartered Accountant and the new Proprietor of M/s. Salve And Company, as the Auditor of the Company,
in the casual vacancy caused by the death of Shri H.P. Salve, the previous Proprietor of M/s. Salve And
Company, to hold office until the conclusion of the forthcoming Annual General Mesting of the Company.
Shri Sahasrabudhe has several years of experience in accounts, audit, income tax and other related matters,
in fact, he had aftended to the audit of accounts of our Company some few years age when he was one
of the partners of the said Firm.

Since Shri K.P. Sahasrabude is not the refiing Auditor, the provisions of section 225 of the Companies Act
may be attracted requiring a Special Notice for the appointment of the new Auditor.

Further, in terms of Section 224A of the Companies Act, 1956, if not less than 25% of the Subscribed Capital
of a Company is held either singly or in combination by public financidl insfitutions, government companies,
the Central or State Governments, nationalised banks or insurance companies carrying on general
insurance business, then the appointment or re-appointment of an auditor of that Company has to be
made by a Special Resolution.

In the case of our Company, the aforesaid categories of shareholders fogether at present hold and are
lkely to continue to hold more than 25% of the Subscribed Capital at the date of ensuing Annual General
Meeting of the Company. Hence, it is necessary 1o pass a Special Resolution o appoint the Auditor of
the Company. A cettificate has been receivec from the Auditor to the effect that his appointment, if made.
will be within the limits specified in Section 224(1B) of the Companies Act, 1956,

Accordingly, the resolution under Item 5 of the accompanying noftice is commended for your acceptance.
None of the Directors is concerned or interested in this Resolution.
ltem No.6:

The Board of Directors of the Company had at its meeting held on 22nd December, 1999 appointed Shri
V.J. Trivedi as a Director of the Company to fill up the casual vacancy on the Board caused by the
resignation of Shri K. Srinivasamurthy.

As per Article 108 of the Articles of Association of the Company and Section 262 of the Companies Act,1956
Shri V.J. Trivedi holds office as a Director of the Company only until this Annual General Meeting when Shri
K. Srinivasamurthy, in whose place he was appointed, would have retired. Notice has been received from
a member pursuant to Section 257 of the Companies Act, 1956 signifying his intention to propose Shri V.J.
Trivedi for the office of the Director,

Shri V.J. Trivedi s a businessman having extensive experience in mining and other related activities. In the
past, he had held the position of President of Federation of Indian Mineral Industries and was also at one
time Director of Hindusthan Copper Ltd. His appointment wilt be a valuable addition to the Board and
the Board should continue o recelve the benefit of his experience and guidance. Accordingly, the resolution
under this Item of the Notice is commended for your acceptance.

Except Shri V.J. Trivedi, no other Director is concerned or interested in this Resolution,
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Hem No.7:

The present tenure of office of Shri Manoj} Saraf as Whole-time Executive Director of the Company expires
on 31st December, 2000. In view of his long association with the Company, the Board of Directors considers
it desirable in the interest of the Company that the Company should confinue to avail of the benefit of
his services. Accordingly, the Directors have, subject to the approval of the shareholders in General Meeting,
decided o re-appaint him as Whole-fime Executive Director for a further period of 5 years with effect from
1st January, 2001 on the terms and conditions as to remuneration and otherwise as contained in the draft
agreement 1o be placed before the meeting, which are the same as at present,

Shri Manoj Saraf is an engineer having passed B.E. Metallurgy Degree from the Nagpur University in First
Class. He has been associated with the Company since 1977 and has been the Executive Director since
1986. Shri Saraf looks after the Charge Chrorme Division of the Company. He has not only acquired
considerable experience in the business of the Company but is also quite conversant about its day-to-
day affairs, requirements and problems. His contfinued association with the Company will be of benefit to
the Company particularly in the existing circumstances when the Company is passing through the maost
difficult period in its history.

The material terms and conditions of the re-appointment of the Whole-time Executive Director and his
rernuneration by way of salary, dearness allowance, perquisites and benefits (which are in conformity with
the Schedule Xlll to the Act) and as contained in the draft agreement, are the same as those on which
he was re-appointed at the 39th Annual General Meeting held on 25th September, 1925, The same are
as under -

1. Term of Office : Five yvears with effect from 1st January, 2001.
2. Remuneration :
)] Salary including dearness allowance Rs.15,000/- per month.
(i) Perquisites :
In addition to the aforesaid salary, the Whole-time Executive Director shall dlso be eligible
to the following perquisites which are classified into 3 Categories - A, B and C. However, the
perquisites are restricted in the aggregate to Rs.1,50,000/- per annum.

CATEGORY A :
1. Housing : The expenditure by the Company on hiring/leasing furnished
accommodation to be subject to 60% of the salary over and above
10% payable by the Whole-time Executive Director.
Housing : (ii) In case accommodation is owned by the Company, 10% of the
salary to be deducted by the Company.
Housing :{if) In case no accommodation is provided by the Company, he will be
entitled to House rent dllowance subject to the ceilings laid down in
Housing ().

The expenditure incurred by the Company on Gas, Electricity, Water and Furnishings
is to be valued as per the Income-tax Rules. 1962. This is. however, subject to a ceiling
of 10% of the salary.

2. Medical Reimbursement - Expenses incurred for self and family subject to a celling of
1 months” sakary per year or 3 months’ salary in a period of 3 years.

3. Leave Travel Concession - For self and family once in a year in accordance with the Rules
of the Company.
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4. Club Fess - Fees of Clubs subject to amaximum of 2 Clubs, admission and life membership
fees not being allowed.

8. Personal Accident Insurance - Premium not to exceed Rs.4000/- p.a.

Note: Family means the spouse, the dependent children and dependent parents
of the Whole-time Executive Director.

CATEGORY B:

Contributions to Provident Fund, Superannuation Fund or Annuity Fund to the extent these
efther singly or put fogether are not taxable under the Income Tax Act, 1961, Gratuity payable
at the rate not exceeding half a month’s salary for each completed year of service and
encashment of ieave at the end of the tenure shall not be included in the computation of
the ceiling on perquisites mentioned in 2(i) above.

CATEGORY C:

The Company shall provide Car and Telephone at residence. Provision of a car for use on
Company’s business and telephone at residence are not to be considered as perquisites.
Personal long distance calls on felephone and use of Car for privaie purposes are 1o be
biled by the Company to the Whole-time Executive Director.

Note: The perqusites shall be evaluated as per Income tax Rules wherever applicable. In
the absence of such Rules, perquisites shall be evaluated at actual cost.

Minimum Remuneration:

Notwithstanding anything to the confrary herein contained where in any financial year during
the currency of the tenure of the Whole-time Executive Director, the Company has no profits
or its profits are inadequate, he shall be paid salary and perquisites as specified above.

The Whole-time Executive Director shall not be paid any sitting fees for attending the meetings
of the Board of Directors or Committee thereof.

The draft agreement between the Company and Shri Manoj Saraf is available for inspection by the
Members of the Company at the Registered Office of the Company between 11.00 am. 1o 1.00 p.m. on
any working day upto and inclusive of the date of the ensuing Annual General Meeting. Shri Urmashankar
Agrawal and Shri Manoj Saraf are related to each other and hence both of them are deemed to be
inferested in the resolution perdining o his re-appointment which is proposed as a specidl resolution by
way of abundant caution.

The particulars set out above may be treated as an abstract of the agreement between the said Whole-
time Executive Director and the Company pursuant to Section 302(2) of the Companies Act, 1956,

Registered COffice:

By Order of the Board,

Shreeram Bhavan,

TUMSAR - 441 912
(Maharashtra) V.V, Somasundaran

Secretary

Dated : 16th August, 2000.
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Directors’ Report to the Members

The Directors submit the 44th Annual Report on the business and operations of the Company and the Audited
Statements of Accounts for the year ended 31st March, 2000.

FINANCIAL RESULTS :

Year ended Previous year
31.3.2000 ended 31.3.1999

(Rs.in lacs) (Rs. in lacs)
Gross Profit /{LOSS) ..o (3850.47) (3992.09)
DepreCiatiON ..o 1332.67 1372.79
Provision for taxation (Wealth Tax) oo e 3.00 3.00
PIORit/(LOSS) fOT the YEAT ...ocicciiroereec oo eeesersesresresen (5186.14) (5367.88)
Provision for taxation for earlier years ...........ccocv e ivveienes 0.14 -
Balonce of Profit & Loss Account
brought forward from 1ast year ..o, (16736.68) (11368.80)
Balance carried to Balance Sheet ..., (21922.96) (16736.68)

OVERALL PERFORMANCE :

In our last year's report we had informed you about the lock out at the Ferro Alloys Division of the Company
with effect from 19th March, 1999, The lock out continued throughout the financial year 1999-2000. The
oufstanding issues with the Workers” Union were, however, amicably setftied after several months of
persuasion and an agreement was also signed with the Workers’ Union on 5th April, 2000. Subsequently,
the lock out was completely lifted on 12th June, 2000. The accounts of this Division for the year 1999-2000
are prepared on the basis of available information and records with maximum possible accuracy as was
done in the previous year and final adjustments, as may be required, will be carried out later on after the
complete information and records are recelved and audited.

Now turning to the working of the Company for the year under review, the Directors report with great
concern that for the fourth year in succession the Company has suffered huge loss. The principal factors
which have led to the adverse working results are unremunerative prices, increase in cost of certain inputs
and heavy interest charges. The turnover ot the Company declined sharply to Rs.207.95 crores from Rs.342.59
crores in 1998-99 mainly due to lock out at the Ferro Alloys Division, the super cyclone in Orissa in October
1999 which hod affected mining aciivities and the operations af our Charge Chrome Plant Jocated in Orissa
as also depressed domestic and international markets. The aforesaid factors had their impact on exports also
which constituted 32.45% of the turnover gs against 42,.45% in the previous year.

REFERENCE TO BIFR :

We had mentioned last year that a revised rehabilitation proposal shail be submitted to ICICI Ltd.. the
Operating Agency, appointed by BIFR taking info consideration the delay in lifting of the lock out af our
Ferro Alloys Division in Andhra Pradeash. Accordingly, a revised rehabilitation/restructuring proposat for the
Company was submitted in January 2000 to ICICI Lid. The proposal has been discussed af the meeting of
Financial Institutions, Consortium Banks etc. convened by the Operating Agency and is under their
consideration. The Company is following up this matter with the concermned parlies fo evolve a suitable

b
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comprehensive rehabilitation/restructuring proposal for its early revival. Meantime, the BIFR at the hearing held
on 10th July, 2000 reviewed the position and directed the Company fo findlise the rehabilitation/restructuring
proposal.

DIVIDEND :

In view of the heavy loss, the Directors regret their inability to recommend any dividend for the financial
year ended 31st March, 2000,

PROSPECTS :

The domeslic ferro dlioys indusity hos huge copacity to produce various types of ferro alloys but the
capacity utilisation has been very low in the last few years mainly due to high cost of production as a
result of high cost of power, unremuneralive prices in the domestic ond intermational
markets, stiff competition from cheaper imported materials and sluggish demand. As per reports, the
domesfic demand for bulk ferro alioys is expected 1o improve since the domestic dernand for sieels, where
ferro dlioys are used, is likely to surge during the next few years.

In the international market there has been sharp fall in the prices of chrome products since 1996, due,
inter alia, to over supplies, cut back in global stainless steel production, low cost of production enjoyed
by major oversedas producers on account of lower cost of power and chrome ore in addition to devaluagtion
of their curmencies. Exporis from Indio have become unremunerative due 1o high cost of production.The
prices of chrome products did improve margindlly in the second half of 1999 but remained almost stagnant
thereafter. Recently, there has been some improvement in the US Dollar - Rupee parity favouring exporters.
According to report, the global demand for steel is expected to grow during the year 2000 which may
boost export of ferro altoys including chrome products,

Owing to the persistfence of unfavourable condifions both In the domestic and international markets and
other adverse factors for a considerably longer period than expected. the Company suffered huge losses
and has become a sick industrial Company. However, the Company and its promaoters are making untiring
efforfs to work out a suitable rehabilitation/restructuring package in consultation with ICICL, the Operating
Agency appointed by BIFR, and other Financial Institutions. Consortium Banks efc. for the eany revival of
the Company. [t is imperative that tifl the domestic and international markets improve, the ferro alloys
industry in general and sick units in particular need unsfinted support from the Central as well as concerned
State Governments in the form of supply of power as well as other inputs at international prices and
concessions in sales tax, excise duty etc. to face the stiff competition from the overseas low cost producers
to enable the industry, in which huge investments have already been made and which provides livelihood
1o large number of people, to survive and grow. Meanwhile, the Company has started export of surplus
chrome ore through the canalizing agent appeinted by the Government and is aiso trying its best to reduce
the cost of production as far as feasible by implementing various austerity measures Including reduction
in manpower through VRS/non-engagement of workers etc. so as to contain the recurring loss.

FERRO ALLOYS DIVISION :

As mentioned above, this Division remained under tock out throughout the financial year 1999-2000.
Therefore, there was no production and sales except sale of small quantities of materials lying In stock af
the Sales Depot at different places. The lock out having been liffed, production has now commenced in
this Unit.

CHARGE CHROME DIVISION :

The production during the year was marginally higher as compared o the previous year despite disruption
in mining and production activities due to super cyclone in Orissa in October’ 1999, However, there was
decline In overall sales as compared to the previous year. While exports were lower mainly due to un-

7
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remunerative prices, domestic sales were made within permissible limit,

The Captive Power Plant generated 65.13 million Kwh units as against 84.81 million Kwh units in the previous
year due to shut down for preventive maintenance/break down of DG set and lower utilization of capacity
owing to unprecedented hike in the price of furnace oil which made power generation costlier.

STEEL DIVISION :

During 1999-2000 there was improvement in the market condition for our steel products in comparison to
1998-1999 but full advantage of the same could not be taken as the production was severely affected
due to financial difficulties. Despite this, the overall production and sales were slightly higher as compared
to the previous year.

During the year, roling of Stainless Steel Angles and Nittogen based Automotive Valve Steels were
successfully developed. Stainless Steel Angle. which was exported to the USA, is an established product
now for the Company.

FINANCE :

1. Funds raised by the Company by issue of Debentures for working capital have been dfilised for the
said purpose.

2. As on 31st March, 2000, 73 deposits amounting to Rs.3,51,000/- which had malfured, remained
unclaimed. Out of these, 21 deposits amounting to Rs.1,01,500/- have since been repaid.

COST AUDITOR :

The Directors have appointed Mr Shridhar K. Phatak, a practising Cost Accountant, as Cost Auditor for
the financial year 2000-2001 for Company’s Mini Steel Plant atf Nagpur for which Central Government
approval has been received. ‘

AWARDS :

The Company has received EEPC All India Trophy for highest exporters for the year 1998-99 in the category
of "Prime Metal - Ferrous and Non-ferrous Exporters - Non-SSI°.

SUBSIDIARY

The report and accounts of Best Minerals Ltd., a subsidiary of the Company, for the period 1st April, 1999
to 31st March, 2000 are annexed dlongwith statement pursuont to Section 212 of the Companies Act, 1956,

INDUSTRIAL RELATIONS :

The Ferro Alloys Plant of the Company in Andhra Pradesh was re-opened affer the oulstanding issues were
amicably setfled with the Workers and an agreement was signed with the Workers’ Union as stated above.
Thus the long awaited normalcy was restored at this Plant. The overall industrial relations in other Units were
cordial.

DIRECTORS :

During the year Shri K. Srinivasamurthy resigned from the Board. Bank of India has nomingted Shri S.V. Nayak
as a Director of the Company in the place of Shri R.IN. Buch. The Directors place on record their sincere
and warm appreciation of the valuable services rendered by Shri K. Stinivasamurthy and Shri R.N. Buch.
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