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Cautionary Statement

Certain expectations and projections regarding the future performance of the Company referenced in the
annual report constitute forward looking statements. These expectations and projections are based on
currently available competitive, financial and economic data along with the Company’s operating plans and
are subject to certain future events and uncertainties, which could cause actual results to differ materially
from those indicated by such statements.

Contents

Corporate Information 1 Directors’ Profile 2 Management Discussion and Analysis 3 General Shareholder

Information 10 Corporate Governance Report 15  Directors’ Report 22  Auditors’ Report 32
Balance Sheet 36 Profit and Loss Account 37 Cash Flow Statement 38 Schedules to Accounts 39
Consolidated Accounts ©63



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

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



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

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

The Chairman
highlights the initiatives
taken by the Company

_ Dean Shonchaldony —

India is the investment destination of
the world. With a stable 8-9 per cent
annual growth, burgeoning foreign
exchange reserves and rising FDI
inflows, India is the second fastest
growing major economy.

Although, India’s real GDP grew by
nine per cent in 2007-08, it was a year
marked by a challenging economic
environment. The domestic economy
witnessed high inflation, an
appreciating rupee, a volatile capital
market and a marginal industrial
slowdown. The manufacturing sector
grew 8.8 per cent vis-a-vis the strong
12 per cent growth reported in the
previous year. The continued
slowdown in the US economy and sub
prime crisis impacted [ndia. Soaring
steel prices (21 per cent in 2007-08)
and increasing oil prices continue to

be a cause for concern.

Tube Investments, with a presence in
the bicycle and auto component
industries, was directly impacted. While
the bicycle industry was stagnant, the
auto component industry experienced a
significant profitability squeeze on
account of increasing steel prices and
growing competition. In an industry
where export contributes almost 20 per
cent of the total turnover, a rupee
appreciation of almost 13 per cent in
2007-08 thinned margins further.

Tl is engaged in the midst of a
challenging battle, a battle that
requires us to be farsighted in our
strategy and yet firm in our day-to-day
decision making. So even as we
reported lower profits, we reinforced
our long-term sustainability through
investments in technology upgradation
that will lead to enhanced productivity,
cost control, customer delivery,
efficiency and environment friendliness.
These investments will strengthen our
domestic and international
competitiveness.

Even though the present is a challenge,
we believe the prospects of the Indian
auto component industry will improve.
This sector is forecast to grow from
US$ 10 billion to US$40-45 billion by
2015 as global automobile
manufacturers expect India to emerge
as a manufacturing hub for auto
components, ramping their
outsourcing volumes and value from -
the country. To capitalise on these
opportunities, Tl is investing proactively
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in enhanced capacity, particularly in
automobile chains and metal forming
products.

At T, to successfully counter
competition, we recognise the
significance of diversifying our product
and customer base. In view of this, we
leveraged our expertise in longstanding
business to enter new areas and
products. In the bicycle business we
continue to focus on the specials
category through the introduction of
new high-end models and fitness
products. In line with the changing
retail landscape, we re-defined the
bicycle shopping experience in India.
We leveraged our strong BSA brand
and extended it into specialised

bicycle retail through our BSA Go
stores. We are now exploring the
possibility of leveraging our existing
retail experience to extend it into a
platform, centered around bicycles,
fitness and leisure.

In the engineering and metal forming
businesses, which are highly auto
component oriented, we have
responded with a dual approach:

® We have strengthened our sectoral
position through an extension into
niche, customer-centric value-added
products that require considerable
customer service, traditionally our
competitive strength. In view of this,
we are targeting the manufacture of
safety critical four-wheeler
components and a higher
contribution from value-added tubes
and tubular components.

m We are progressively de-risking our
business from an over-dependence
on a few sectors through an
extension into products with
applications beyond the automobile
industry. We have already started
manufacturing roll forming sections
for railway wagons; we are focusing
on chain solutions in the power
transmission sector, enhancing our
presence in two rapidly growing
industries.

At T, we enjoy a robust foundation
comprising strong processes oriented
around TPM/TQM practices, our ability
to efficiently service customers and
above all, a motivated team. We
continue to invest in the development
of our people to enhance their
technical and leadership skills. I am
confident that our investments and
initiatives will build on this foundation,

generating sustainable growth and
profitability.

I am pleased to welcome Mr. L
Ramkumar, who joined us as Managing
Director in February 2008. Mr. Ram V
Tyagarajan stepped down from the
Board in May 2008. | wish him well in
his endeavours. Our Board of Directors
continue to support us well in these
challenging times with their
suggestions and wise counsel. To them,
| wish to express my sincere thanks and
gratitude.

Finally to all of you shareholders, | am
most grateful for the confidence and
support given to T

Sincerely yours,

HH&%

M M Murugappan

1 15 ENGAGED IN THE MIDST OF A
GHALLENGING BRTTLE, A BATTLE
THAT REQUIRES US T0 BE
FARSIGHTED IN OUR STRATEGY AND
YET FIRM IN OUR DAY-TO-DAY

DEGISION MAKING.
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Challenge:

The bicycle industry in India is passing through a
combination of diverse industry challenges,
marked by stagnant overall growth, declining
demand for standard bicycles, thin margins, rising

steel and input costs as well as increasing imports.

Tl's response:
The bicycles division grew revenues by 13 per cent and market share by
2.5 per cent in 2007-08, the industry challenges notwithstanding.

The Company responded to the industry reality through a combined
strategy: a stronger leverage of its established presence as one of the
largest manufacturers in India, an effective management of its popular
brands (BSA and Hercules) to evolve the mindset from the product to
the application (cycles to cycling) as well as a growing focus on the
specials category.

Importantly, category-leading Tl Cycles did not just focus on enhancing
market share; it focused on innovating new market niches. Specifically,
the Company created an avenue for leisure cycling, a concept popular in
developed countries. Besides, the Company continued to introduce !
products that would appeal to youth and children.

Tl capitalised on the evolving Indian retail landscape. In a country
where cycles are usually marketed through dingy overcrowded shops,

Tl re-defined the bicycle shopping experience. it introduced the BSA Go
concept, a one-stop premium store for all bicycling and fitness
equipment requirements - BSA and Hercules brands of bicycles and BSA
fitness equipment - promoting cycling as a health and lifestyle option.
These stores introduced an element of the experiential, encouraging
customers to ride bikes. This differentiated and forward-looking retail
initiative translated into higher trade volumes.

Going ahead, T will reinforce its sectoral presence through an extension
into the high-end electric bike segment and an entry into speciality
retail.
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Challenge:

Over the years, the steel content in automotives
has remained steadily high — from 500 kg in an
entry-level passenger car to five tonnes in a
medium duty commercial vehicle. As a result,

a steep rise in HR steel price by 21 per cent in
2007-08 impacted the auto component industry
in general and TI, where raw material costs
accounted for 80 per cent of the total variable
costs, in particular.

TI's response:
For a development completely external to the Company, Tl responded
with a singularly inward productivity management perspective.

The Company made significant plant investments directed at technology
upgradation with the objective to enhance long-term productivity.

It invested around Rs. 28 crores in tube mill and slitter modernization.

It integrated the main tubes plant with the international business plant
(both at Avadi) to enhance asset utilisation and productivity.

It focused on quality control to improve quality and reduce defects.
It invested in a state-of-the-art scanning electron microscope that
reinforced failure analysis and associated laboratory investigation.
Its focused cost control programme reduced in-plant costs.

The Company also recognises its need to reduce its dependence on steel
through prudent material substitution without compromising overall
product quality. Besides, it is also exploring entry into markets that make
it easier to recover raw material cost increases through higher
realisations from customers.
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