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G.M. (FINANCE & ACCOUNTS) &
COMPANY SECRETARY
B.L. Chandak

AUDITORS
K. Prasad & Company
Chartered Accountants

BANKERS

State Bank of India

The Bank of Tokyo — Mitsubishi, Ltd.
Canara Bank

Times Bank Ltd.

REGISTERED & CORPORATE OFFICE
D-13/4, Okhla Industrial Area, Phase - 1l
New Delhi - 110 020

MUMBAI OFFICE

Mathuradas Mills Compound, Ground Floor
Behind ldeal Industrial Estate

Senapati Bapat Marg, Lower Parel

Mumbai - 400 013

MANUFACTURING PLLANTS
Okhla

Kashipur

Noida

REGISTRARS & SHARE TRANSFER
. AGENT

o e Skyline Financial Services Pvt. Ltd.
Memb ested mm Mt WWO* 123, Vinobapuri, Lajpat Nagar - II
tﬁaﬁmmai! Rapnremihimha E New Delhi - 110 024

Phone : 91-11-6838501, 6920625

Fax :91-11-6918352

Visit us at www.salora.com
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MANAGEMENT REVIEW OF OPERATIONS

In a difficult business environment, your Company has
recorded an impressive performance for the year ended
31.03.99. Your Directors’ concerted efforts at
restructuring the organisation as also focusing on core
business competency has started yielding results. The
three SBUs of your Company viz. Television, Electronic
Componerit and Office Autemation have afl posted good
performances. Salora’s continuous emphasis on
innovation, productivity and strict adherence to quality
managerment systems has resulted in Company offering
products to customers which conform to international
standards. Income from operations has improved from
Rs 13,311 1acsin 1997-98 10 Rs 16,256 lacs in 1998-99,
registering a growth of 22%.
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A host of measures were initiated during the year for
improving profitability viz. containing operational costs,
judicious sourcing of raw materials, enhancing
productivity, optimal utilisation of capacity & resources
and increasing ,brocess efficiencies. A prudent working
capital managerent saw the interest costs beirng kept
under check. All these measures resuited in
in‘iproving the Operating Profit from Rs. 903 lacs
in 1997-98 to Rs 1399 lacs in 1998-99 (up by 55%]
and Profit after Tax increasing from Rs 544 lacs in
199798 to Rs 982 lacs in 1998-99 [up by 81%).
The operating margin vis-2-vis income has also improved
from 6.78% to 8.60% and the Return on Networth
increased from 9.72% to 15.44%.

A rapidly changing competitive business environment

calls for astute business strategies on the part of the
management. Realising the changing business
dynamics, your Company has repositioned itself and has
transformed itself into one of the largest hi-tech

electronic component manufacturer in the country.

Moving into the future, your Company is now
positioning itself to emerge as a global player in

the Electronic Components Business.

TELEVISION DIVISION

The Television industry had a good year with CTV
segment showing a handsome growth of around 25%.
B & W TVs suffered once again, posting negative growth.
The growth in the CTVs was buoyed by falling TV prices,
proliferation of cable network, improved transmission
and quality programmes; besides tapering price
differentials between CTVs & B & W Tvs. This is not to
mention, the aggressive promotional campaigns and

schemes launched by the industry leaders.

The changing industry dynamics has made the
management of Salora rework its strategy and
concentrate on the CTV segment of the market. Your
Company has focused its attention on building Salora

brand, extensively. Salara has sponsored several musical

pop shows and sport events of mass interest, besides

Jasbir Jassi, Punjabi-Pop Sensation Star in action.

- Salora’s sponsored musical show

regularly advertising on popular TV serials, spdrt events,
feature films, instadia advertising etc. "Salora” brand was
pasitioned as one which is synonymous with quality at

competitive prices. This unrelenting exercise is seen by

your management as an irvestment for the future. The

result, Company’s CTV sales improved from Rs 3658 lacs
in 1997-98 to Rs 4574 lacs in 199899, registering &
growth of 25% p.a.

Having created a niche market and positioning the

product as “Value for Money “ brand, your Company
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has set its eyes on the fast growing targe screen TV
segment. Presently, Salora has 6 CTV models in the
categories of 36 cms (147, 51 cms (207), 53 cms (217) &
74 cms (297] and will be shortly releasing 63 cms (257) model
with comparable advance features. Moving up the value
chain, leveraging on Salora's technological strengths is
the lagical conclusion. Itis the Companys endeavaour to
offer tap class products to consumers in all the categories
at an attractive price tag; style and features matching
the best available in the market. Also, your Company is
closely working with a reputed Korean R & D company
and is jointly developing top of the line TV models which

will be introduced during the course of the year.

The market for 8 & W TVs continued to be sluggish,
registering yet another year of negative growth. Salora’s
domestic turnover of B & W TVs fell from Rs 3509 lacs in
1997-98 to Rs 3063 lacs in 1998-99, posting a negative:
growth of 13%. The export market for B & W Tvs also
continued to be dull due to the sharp slide in the
currency values of Far Eastern countries resulting in our
exports outpricing themselves. Despite this unfavourable
situation, your Company has achieved an export sale of
Rs 776 lacs in the period under review. In the B & W TV
segment, your Company is offering 11 models in the
categories of 36 ems (147, 44 cms {177} and 51 cms
(207). Considering the brand following which Salora has
carefully nurtured over a period of time, there is still scope
for improving B & W TV sales in the semi-urban and
rural areas. However, Salora is now consciously focusing

more on the profitable CTV segment.

Your Companys focused target area of sales will continue
to be small towns, non-metros, semi-urban and rural
places. Salora will take concrete steps to improve its
presence in Western India as aiso make a serious
beginning ih South India. Plans are afoot to introduce
many new models during 1999-2000 which will possess

top of the line sleekly designed chassis, improved sound

output, scothing visual clarity etc.

COMPONENT DIVISION - WHERE ADVANCE
TECHNOLOGY AND EXPERIENCE MATTERS

Salora has over the years graduated to become “a
leading technology driven electronics company
providing to its customers international quality
components at competitive prices”. The Companys
world class state-of-the-art plant manufactures high
precision, critical and vital electronic components viz.
Flyback Transfarmers (FBT), Defiection Yokes (DY) and
Loud Speakers. These components find use in television
sets and their unspeakable quality is a pre-requisite for a
TVS performance. Access to advanced technology
blended with experience has catapulted Salora to be a

leader in this hi-tech niche product segment. The cutting

edge technology for the manufacture of FBT and DY is

Colour DY Convergence Testing in Progress

provided to the Company on a continuing basis by
technical collaborators - Kyushu Matsushita Electric Co.
Led., a subsidiary of Matsushita Electric industrial Co. Lid.
Japan (National/Panasonic). The Speaker plant on the
other hand was set up in technical collaboration with
Foster Electric Corporation, Japan. Your Companys
satisfied customers include Panascnic, Sony, Samsung,
Daewoo, Philips, Onida, Videocon, Sharp, BPL, Samtel

Colour Ltd., JCT Electronics, LG Electronics, etc.

The year 1998-99 was an eventful year for the
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Component division. The milestone achievement was
the successful completion of 2 major modernisation and
expansion programme at a cost of Rs 2200 lacs; all
funded through internal accruals. The ultra modern
component complex is situated in a sprawling area of
32000 sq.mts. (8 acres) in Noida, U.R It houses the three
state-of-the-art components manufacturing facilities viz.
FBT plant {built-up area — 3200 5g.mts.) DY plant {built-
up area — 2040 Sq.mts.) and Speaker plant {built-up
area - 2312 Sg.mts.).

On 3rd February 1999, at a glittering ceremony, the
plant was formaily inaugurated by Mr. Noboru
Sadamatsu, Managing Director of Kyushu Matsushita
Electric Co. Lid. Japan.

The Flyback Transformer plant is the latest of its
kind in the field and has the capacity to manufacture 3
mn. rnos. of FBTS p.a., with layer winding and section
winding technology for CTVs, B & W Tvs and Display
Monitors. The plant is equipped with a reliability testing
laboratory which facilitates in taking care of the client’s
demanding spedification of components. Your Company
Is manufacturing the maximum number of FBT variants,
catering to the diverse requirement of TV manufacturers

in the country. The plant has I1SO 2001 accreditation

Automatic High Voltage Coil Winding Machine for FBTs

vindicating Salora’s uncompromising commitment
towards guaiity adherence and perfection. The plant
has also received {CE 65 certification for its FBT

component.

Automatic Low Voltage Coll Winding Machine for FBTs

The Deflection Yoke plant has the capacity
to manufacture 2.5 mn. nos. of DY p.a. Salora
manufactures DYs for colour picture tubes of sizes 147,
207, 217, 25" and 29". This plant too is accredited with
IS0 9001 certification.

Your Company will be shortly manufacturing DY for

Colour Digital Monitors. The technical know-how for the

Automatic Vertical Winding Machine for Colour DYs

manufacture of this highly critical companent will be
sourced from Kyushu Matsushita Electric Co. Ltd.,
technical collaborators of the Company. The growing
market for Colour Digital Monitors brings in good

business prospects for Saloras DY,

The Speaker plant is fuliy automated with world class
technology. its manufacturing capacity is 5 mn. nos, p.a.
and produces a range of speakers which includes CTV
speakers, woofers, mid-range tweeters, general purpose

speakers, mult-media speakers, car speakers to Hi-Fi
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Speaker Assembly Section

speakers and a comptete range of public address system
speakers. Taking note of the changing trends in the
market, your Company now plans to manufacture metal
and cone parts which are critical inputs of a speaker. The
speaker plant is also accredited with 1SO 9002 certification,

Your Company’s deep commitment to quality and
its pro-active respaonse to clients requirement has
earned tremendous business goodwill, which
cannot be quantified. The improving performance
of the division justifies the confidence reposed by

its customers.

Salora’s world class state-of-the-art Component plant
manufactures components conforming to international
standards and is fully geared to meet the requirement
of overseas buyers. Several Multi-national companies
have already visited the plant & your Company's
components are being tested by them for placing orders.
Your Company is confident of securing export business

during the current year.

The Component division has improved its sales from
Rs 4379 lacs in 1997-98 1o Rs 7085 lacs in 1998-99,
registering a growth of 61%. The division has also
derived the benefits of modernisation and expansion

programme completed during the year.

Considering the growth potential and the demand for
Salora’s components, a second phase of expansion at
an outlay of Rs 700 tacs is under implementation. Your

Company has placed orders for the machineries and some

of it have already reached the plant site for installation.

The expansion will be completed in the current year.
OFFICE AUTOMATION DIVISION

Salora is in the business of marketing office automation
products for the fast seven years. The division is dealing in
Panasonic and Daewoo Fax machines, Panasonic Printers
(Impact and Laser}, Pana Board, Panasonic Digital Camera,
Digital Colour Monitors {34 cms, 38 ¢ms and 43 cms),
Cordiess Tefephaones, Clip Fone etc. Taking note of the
good growth prospects for Digital Colour Monitors, Salora
is importing Digital Colour Monitors in CKD condition and
has commenced local assembling. This adds value to the
product, thereby increasing the profit margin. Further, your
Company plans to add more products to the basket viz.

modems, keyboards, mouse etc.

The products are being marketed all over the country
and the division extends servicing support. To have a
clear marketing focus, two specific areas of penetration
have been created viz. IT products and Telecom products.
These specific marketing groups will provide total

solutions to the clients office automation reguirement.

The Office Automation division has improved its sales
from Rs 1443 lacs in 1997-98 to Rs 1761 lacs in
1998-99, posting a growth of 22%. The performance
of this division would have been much better, but for

the recessionary trend in the industry.

TELECOM PRODUCTS

During the year, your Company has acquired technology
for the manufacture of Switch Mode Power Supply
Systems [SMPS). It is a critical power equipment which
insulates the telephone exchange from the vagaries of
power fluctuation. This equipment is extensively used
by DOT. The necessary manufacturing facility has already
been set up at Noida and permission for bulk production
is fikely to be received soon. Meanwhile, your Company
has secured an order from DOT amounting to Rs 400

lacs. The market for SMPS is growing and is presently

3d0 40 M3IAZH LNINIFOVN
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around Rs. 200 crs., to be shared between few players.
With this prestigicus initial order, Salora hopes to secure
further orders in future which will help i improving the

overall profitabiiity of the Company.

CURRENT SALES TREND

in Aprit 99, Salora has launched a new range CTVs,
X-Cite series with ‘Zero Alignment product’ (ZAP)
technology. The technology is an advanced micro-processor
based manufacturing technique which provides
standardised settings, eliminating manual adjustments. The
market response for X-Cite CTVs is very encouraging. This
has helped your Company in registering & growth of 41%
in CTV sales in Apr-May 99 of the current year, over the

corresponding period of 1998-99.

In tune with the business plan of your Company, the
consolidated sales for the first two months in the current
year are encouraging. In April-May 99, a sales of Rs 3245
lacs was achieved as against Rs 2577 lacs registered in
the corresponding period of 1997-98. This has resulted
in posting a growth of 26% during the period. Salora is
hopeful of maintaining good growth in sales & profits

in the current year.

ENTERPRISE RESOURCE PLANNING ( ERP)

As we step in to the new miilennium, possessing state-
of-the-art integrated Information Technology is a pre-
requisite to stay in business and steer the Company
for achieving higher productivity and profitability. A
customised ERP package -~ Salora Integrated
Management Systems "SIMS"{Y2K compliant) is being
implemented in a phased manner. Implementation
of SIMS in the Components division is in an advanced
stage and TV & OA divisions will be thereafter
targeted. With SIMS implementation, Salora will be
abie to contain costs further, enhance productivity
and bring about optimal use of resources in the

organisation.

HUMAN RESOURCES DEVELOPMENT

Satora believes in the strengths of its peaple. It is your
Company’s endeavour to ensure that there is aiways free
and fair exchange of views amongst its employees and
senior managernent. Training occuples the centre stage
of activity keeping the employees abreast with the
changing technologies as also behavioural sciences. Your
Company alsc engages externai consultants to conduct
HRD programmes for employees. All measures are taken

to foster a sense of belonging in the crganisation.

Salora takes active interest in staff welfare activities. Your
Company had organised a heart check up camp as a
part of health care programme for the employees. Annual
picnics and get together for staff members are arranged

with the active participation of the top rmanagerment.

FINANCE

Salora has no long term debt from either Banks or
Financial Institutions. It continues to be a Zero Debt
Company. During the year, ICRA Ltd., a credit rating
agency has awarded Al rating to the Companys
Commercial Paper aggregating to Rs 1000 iacs. This
rating has helped your Company in issuing Commercial
Paper of Rs 800 iacs, whose interest rate was lower by
300 to 400 bps than the rate charged by Banks on
Salora's working capital borrowings. This resulted in

containing interest costs.

iN CONCLUSION

The management expects good performance in the
current year. Barring unforeseen circumstances, your
Company targets to better its 1998-99 performance in
turnover and profits for the current year. The new range
of X-Cite TV introduced in the market has evoked excellent
response. Your Company wili be also releasing more
modeis giving customers the widest choice.

Salora is deeply committed to its shareholders and it
endeavours to enhance the shareholders’ value through
performance, higher paycuts and by having a
transparent management.
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