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Dear Shareholder

Last year I had written to you expressing

my concerns about your company’s

relatively poor financial performance in

2000-01. However, even at that difficult

moment of time, I had written that Bajaj

Auto has a clear vision of the future; that

it is going through a well-planned

process of transformation; and that

“A year’s adversity does nothing to

change my belief in this vision.”

I am happy to inform you that your

company has bounced back.

Bajaj Auto’s sales has increased from

Rs.35.88 billion in 2000-01 to

Rs.41.26 billion in 2001-02 — a

growth of 15 per cent under difficult

market conditions.

Far more satisfying is your company’s

growth in operating profits (EBITDA).

Last year it had hit a rock bottom of

Rs.3.05 billion. This year has seen

operating profit increase by 103 per cent

to Rs.6.2 billion — the second highest

in the history of your company. As a

result, your company’s operating profit

margin has increased from a trough of

9.8 per cent in 2000-01 to 16.8 per

cent in 2001-02. Profit after

tax has virtually doubled — from

Rs.2.63 billion in 2000-01 to Rs.5.21

billion in 2001-02.

How did your company achieve this

turnaround in a difficult year, where

overall GDP growth is not expected to

cross 5.2 per cent, and which began

with the economic aftershocks of a

terrible earthquake, was punctuated by

11 September and the terrorist attack on

Parliament, and ended with the appalling

riots in Gujarat?

It has everything to do with corporate

pride, leadership, determination, self-

belief and a culture where, stung by the

reversals of 2000-01, every employee of

Bajaj Auto was determined to prove

what your company was capable of. In

essence, we did four things, and we did

them well.

First, we went flat out to increase our

volume and market share in motorcycles.

Bajaj Auto has clearly out-performed the

industry in this segment. Your company

sold 656,000 motorcycles in 2001-02

— an increase of 55 per cent over

2000-01, compared to the overall

market growth rate of 41 per cent.

Today, motorcycles account for 55 per

cent of Bajaj Auto’s two-wheeler sales

volume and, with market share

increasing to 23 per cent, your company

is the clear number two in the

motorcycle segment. The growth in

motorcycles has been driven by our

Boxers — the second largest brand in

the country and the market leader in the

entry level, utility category. I am also

delighted that we have achieved

considerable success with the

introduction of the 150 cc and 180 cc

Pulsars — motorcycles meant for the

premium segment. Introduced in

November 2001, the Pulsar has been

voted as the best motorcycle of the year

by more than one magazine, and has

already notched sales in excess of

12,000. We will continue our thrust in

motorcycles and keep on increasing

market share.

Second, we have probably succeeded in

arresting the decline in the sales of

geared scooters. To be sure, our sales of
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“It has everything to do with

corporate pride, leadership,

determination, self-belief and a

culture where, stung by the reversals

of 2000-01, every employee of Bajaj

Auto was determined to prove what

your company was capable of.”
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geared scooters fell by 6.4 percent from

435,700 in 2000-01 to 407,600 in

2001-02. But that was significantly less

than the overall industry decline of 12

per cent. As you know, Bajaj Auto was

built upon the success of the Chetaks

and the Supers and, much as I like what

motorcycles are doing to your company’s

revenues and profits, I should be

pardoned for being sentimental about

scooters. Unlike most others, I don’t

believe that the days of geared scooters

are numbered. Scooters have their plus

points, as do motorcycles. As the market

leader in this segment, your company

will use its strong in-house R&D

capabilities to engineer the positives of a

scooter with the virtues of a motorbike.

When we do, I visualise Bajaj Auto

roaring back into a creatively new

scooter space.

Third, we had said in the last two annual

reports that because the material cost in

motorcycles is greater than that of

scooters, a major switch from the latter

to the former would reduce Bajaj Auto’s

operating margins. You may, therefore,

rightly ask how then has your company

increased operating margins so

successfully? The answer lies in our

drastically cutting costs. Effective

implementation of Total Productive

Maintenance (TPM), optimising the

supply chain through vendor

rationalisation, indigenisation and value

engineering have achieved results. In

1996-97, your company’s output per

employee per year was under 68

vehicles. Today, it exceeds 100. We will

continue reducing costs and increasing

productivity in the years to come.

Fourth, we are reaping the benefits of

producing environmentally friendly three-

wheelers — from the four-stroke petrol

and diesel varieties to the low-emission

CNG models. With every passing year,

more and more cities are banning old

three-wheelers and mandating their

replacement with non-polluting ones.

What started with Delhi has now spread

to Mumbai, Bangalore and Hyderabad.

Other cities are bound to follow. Being

the unchallenged leader in this category,

your company is reaping the benefits of

cleaning the air — and the market to boot.

In the coming year, I look forward to your

company more aggressively leveraging its

new Spirit and Saffire models to create a

stronger presence in the market for

ungeared scooters. And, while step-thrus

may be considered passé by some, I still

believe that they offer value-for-money to

certain sections of consumers. Therefore,

Bajaj Auto will try to grow this market

with its new M-80 model.

Last year, I had informed you of Bajaj

Auto’s foray into non-life and life

insurance with Allianz AG of Germany —

one of the largest insurance companies

in the world. Two companies were set

up: Bajaj Allianz General Insurance

Company Limited and Allianz Bajaj Life

Insurance Company Limited. Both

companies commenced operations

during the year. I am happy to inform

you that your company received Rs.1.17

billion from Allianz AG as goodwill. Even

more heartening is the fact that, in

2001-02, Bajaj Allianz General

Insurance issued the largest number of

policies among all private players in the

non-life segment, and became number

one in this line of business. Allianz Bajaj

Life Insurance commenced operations in

October 2001, and I hope it will do as

well as its non-life brethren.

“We are reaping the benefits of

producing environmentally friendly

three-wheelers — from the four-

stroke petrol and diesel varieties to

the low-emission CNG models.”
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In the difficult milieu of last year, I had

ended on an optimistic note. Given the

significantly better performance in

2001-02, let me end with a note of

caution. It is all too easy to think that we

have won the battle. We have not. After

all, let us never forget that this was the

year when Bajaj Auto was unseated from

being the number one two-wheeler

manufacturer in India. On behalf of all of

you — the loyal shareholders of a

company that is a mosaic of India —

I urge everyone in Bajaj Auto to put in

even greater effort in the years to come

to take the company right up to where it

truly belongs. Right at the top. And then

some more.

With your support and the dedication of

every person working in and associated

with Bajaj Auto, we can do it.

Rahul Bajaj

Chairman and Managing Director

“I urge everyone in Bajaj Auto to

put in even greater effort in the

years to come to take the

company right up to where it

truly belongs. Right at the top.

And then some more.”
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For the last couple of years, this chapter

of our Annual Report has focused on a

single theme — ‘Change’. It is about the

processes of transforming Bajaj Auto

from being a producer of traditional

scooters and three-wheelers to becoming

a highly modern, flexible, quality, design,

cost and market-driven supplier of various

models of attractive two- and three-

wheelers — with each model addressing

specific needs and preferences of

heterogeneous customers.

Change is rarely painless. It is not just a

matter of new products and offerings. It

is about fundamentally re-orienting the

mindset of a large company. What makes

corporate change even more difficult is

that it has to be brought about without

disrupting the business. It is something

like re-engineering a huge super-tanker

on high seas. Nobody really knows at

what point of the change process will the

MANAGEMENT DISCUSSION AND ANALYSIS

super-tanker hit a serious tropical storm,

when everyone has to concentrate on

navigating the ship to safe waters. And,

once the storm passes, will it shake

one’s resolve in continuing with the

process of change? Will the crew

abandon transformation, decide that

enough-is-enough, and revert to doing

what it knew best?

Bajaj Auto’s tropical storm occurred in

2000-01. Right in the middle of a

transformation process that was initiated

in the late 1990s, the company was hit

by an unprecedented fall in profits. Sales

dipped by 3.2 per cent. Worse still, the

company’s operating profit margin

(EBITDA as a share of operating income)

fell from 18.2 per cent of net sales in

1999-00 to 9.8 per cent in 2000-01.

Although we at Bajaj Auto were sure that

2000-01 was an aberration, many

shareholders and analysts began to

Change is rarely painless. It is not

just a matter of new products and

offerings. It is about fundamentally

re-orienting the mindset of a

large company.
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discount the company, and some

wondered whether this was the

beginning of the end.

The facts of 2001-02 prove that Bajaj

Auto’s performance in the previous year

was indeed an aberration. Sales have

increased by 15 per cent, from Rs.35.88

billion in 2000-01 to Rs.41.26 billion in

2001-02. Operating profit has risen by

103 per cent, from Rs.3.05 billion in

2000-01 to Rs.6.2 billion in 2001-02

— the second highest ever.

Consequently, the company’s operating

profit margin has increased from 9.8 per

cent in 2000-01 to 16.8 per cent in

2001-02. Profit after tax has almost

doubled — from Rs.2.63 billion in

2000-01 to Rs.5.21 billion in 2001-02.

Bajaj Auto has weathered the storm

without diluting the process of change.

And, as we shall show in this chapter, the

transformation has started yielding results.

As we have done in past years, the

chapter is divided into three broad

segments. The first looks at market

conditions in 2001-02, and details how

Bajaj Auto’s products have fared in the

various product segments. This is

followed by a discussion on the

company’s operations. The chapter

finally examines various aspects of Bajaj

Auto’s financials.

Markets

We start discussions with the two-

wheeler market. Chart A gives the

domestic sale of two-wheelers for the

industry as a whole. After a year of

stagnation, the industry witnessed a 15

per cent growth in the sale of two-

wheelers. Consequently, for the decade

1993-2002, the domestic two-wheeler

market has grown at a compounded

annual rate of 11.7 per cent.

As Chart A suggests, underpinning this

growth in two-wheelers’ sales is a

fundamental shift in consumer

preference from traditional geared

scooters to motorcycles. Thanks to a

compound annual growth rate of 25 per

cent during the decade 1993-2002,

motorcycles now account for 66 per cent

of the sales volume of all two-wheelers

— up from 20 per cent a decade ago.

Chart B and Table 1 illustrate the distinct

change in taste over the last ten years.

The motorcycles segment seems like a

clear winner; though relatively small,

modern ungeared scooters are doing

well; and the traditional geared scooter

seems like a clear loser.

While there is no doubt that Bajaj Auto

will continue focusing more and more on

motorcycles and ungeared scooters, the

company interprets the trend in more

CHART A: Industry’s sale of two wheelers
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TABLE 1: How the two-wheeler market has changed in a decade (number of vehicles sold)

Year Two-wheelers Geared Ungeared Motorcycles Mopeds Step-thrus Total
scooters scooters two-wheelers

1993 1,503,172 41.8% 9.4% 20.2% 20.0% 8.6% 100.0%

1994 1,763,210 43.3% 7.9% 21.6% 17.6% 9.6% 100.0%

1995 2,208,231 42.6% 8.6% 23.9% 15.1% 9.8% 100.0%

1996 2,660,005 40.6% 9.1% 24.8% 16.8% 8.7% 100.0%

1997 2,965,474 38.4% 8.9% 27.1% 16.5% 9.1% 100.0%

1998 3,042,347 35.4% 8.8% 30.0% 15.5% 10.3% 100.0%

1999 3,403,471 32.7% 8.3% 34.6% 14.6% 9.8% 100.0%

2000 3,776,719 25.9% 10.0% 42.7% 14.1% 7.3% 100.0%

2001 3,745,516 16.0% 10.9% 54.1% 12.9% 6.1% 100.0%

2002 4,318,531 12.3% 9.5% 66.2% 8.7% 3.3% 100.0%

2. Models that are priced between

Rs.20,000 and Rs.40,000.

We call this the ‘entry level, utility’

category. We are, and will continue to

be, very firmly ensconced in this zone.

Today, our two-wheelers in this category

are Boxer, Boxer AT, Boxer CT, two-stroke

and four-stroke geared scooters, Spirit

and the M-80 two- and four-stroke. We

believe that approximately 55 to 60 per

cent of the Indian market will be in this

zone in the near future.

3. Models that are priced between

Rs.40,000 and Rs.60,000.

For the want of any better word, we call

this the ‘executive’ segment. These are

models that are up to Japanese and

European standards of engineering,

styling and manufacturing, and anyone

who produces such models should be

able to compete with multinational

players of tomorrow. We also want to be

strongly present in this segment, which

we think will account for something like

30 per cent of the market. Today, Bajaj

Auto’s Saffire, Caliber, Caliber Croma and

the Pulsar 150 fall into this category.

4. Models priced above Rs.60,000.

This is the ‘premium’ segment, which

will have considerable ‘eyeball

prominence’, but probably account for a

relatively small, but important share of

disaggregate terms. We think of the two-

wheeler market in four categories:

1. Models whose on-road price is under

Rs.20,000.

We have concluded that, despite our cost

advantages, this is an unviable category

for Bajaj Auto. At most, 10 per cent of

the market will be in this group.

CHART B: Industry’s sale of two wheelers, segment-wise
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the market. Our Eliminator and Pulsar

180 fall in this category.

Bajaj Auto is very strong in the second

segment, and will continue growing this

market — which should increase at a

faster rate than the ‘executive’ category.

We were relatively weak in the third

segment, but have now the relevant

products developed for this segment and

have seeded it with three motorcycle

models. Despite competition from

multinationals and today’s motorcycle

majors, we will grow in this segment in

no uncertain terms. And we will be in

the premium segment for its technology

statement and brand prominence.

Our strategy is simple. We will be

aggressive in the ‘utility’ segment for

volumes; we will expand our presence in

the ‘executive’ segment for brand; and we

will populate the ‘premium’ segment for

brand as well as for learning.

Motorcycles

Traditionally, Bajaj Auto was seen as a

scooter manufacturer that also produced

some models of motorcycles. To survive

and grow in a market which was rapidly

switching to motorcycles, the company

had to change its strategy. It had to

show that it could consistently introduce

motorcycles that combined the

traditional Bajaj Auto qualities of

ruggedness, fuel economy and price

competitiveness with style, high end

features and riding comfort.

The transition began in the mid-1990s,

and it was not easy. Early models didn’t

make the grade, especially compared to

the competition. Over time, however, we

started learning from our initial failures

and, by getting closer to customers,

began to produce and deliver models

that started capturing market share.

TABLE 2: Steady growth in Bajaj Auto’s market share for motorcycles (numbers)

Year ended Market BAL Growth of Growth of BAL’s market
31 March the market BAL’s sales share

1993 303,839 34,672 -11.5% 15.2% 11.4%

1994 380,558 42,080 25.2% 21.4% 11.1%

1995 528,043 75,087 38.8% 78.4% 14.2%

1996 660,672 89,675 25.1% 19.4% 13.6%

1997 802,266 129,263 21.4% 44.1% 16.1%

1998 913,956 136,017 13.9% 5.2% 14.9%

1999 1,176,779 200,183 28.8% 47.2% 17.0%

2000 1,612,895 255,176 37.1% 27.5% 15.8%

2001 2,033,196 422,016 26.1% 65.4% 20.8%

2002 2,861,375 656,018 40.7% 55.4% 22.9%

Today, Bajaj Auto is not only the clear

number two in motorcycles, but is also

showing growth rates that are faster than

that of the overall motorcycle market.

Table 2 shows the differential growth

rate in motorcycle sales, and the

company’s rise in market share.

As Table 2 shows, Bajaj Auto has

been a clear out-performer in

motorcycles. The company sold over

656,000 motorcycles in 2001-02

compared to 422,000 in 2000-01 —

an increase of 55 per cent versus the

overall market growth rate of 41 per

cent. In 2001-02, motorcycles

accounted for almost 55 per cent of the

company’s two-wheeler sales volume.

As in last year, the driver of Bajaj Auto’s

motorcycle sales has been the Boxer.

During 2001-02, 497,137 Boxers were

sold — a growth of 93 per cent over the

sales in 2000-01. In the process the

Boxer brand, with its three variants,

became the largest selling motorcycles in

the ‘utility’ segment, and the second-

largest motorcycle brand in the country.

Boxer accounts for a little over three-

quarters of the motorcycle sales of the

company, and we expect the market to

continue growing over the next few

years. We are planning to launch a new

100 cc bike in the third quarter of

Today, Bajaj Auto is not only the

clear number two in motorcycles,

but is also showing growth rates

that are faster than that of the

overall motorcycle market.
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2002-03 to further strengthen our

presence in this segment, by targetting

our college-going youth.

Even before 2001-02, Bajaj Auto had

established its presence in the executive

and premium segments through the

111 cc Caliber, the Caliber Croma and the

175 cc Eliminator. During 2001-02, we

sold almost 131,000 units on account of

these three brands. In November 2001,

in order to establish an even stronger

presence in these two segments, the

company introduced its Pulsar in two

variants — 150 cc and 180 cc. With its

masculine looks and high performance,

the Pulsar has received excellent reviews

and has been selected as the best new

motorbike of the year by a number of

magazines and newspapers. It is a

matter of pride for the company that this

motorcycle has been conceptualised,

designed, developed and commercially

produced by Bajaj Auto’s engineers

within a span of 30 months.

Launched in select cities, the Pulsar has

already achieved sales of 12,190 units

by 31 March 2002. The brand is shortly

going national, and Bajaj Auto hopes to

achieve average sales in excess of

10,000 per month in 2002-03.

The coming year, 2002-03, will see the

introduction of a 125 cc motorcycle,

jointly developed with Kawasaki to be

produced at Bajaj Auto’s Waluj plant and

slated for launch in the fourth quarter.

This model will be marketed by

Kawasaki for the world market.

With the current motorcycle portfolio,

Bajaj Auto now has models spanning

the entire price spectrum of the market

— from the entry-level Boxer AT priced

at Rs.29,990 ex-showroom to the

Eliminator priced at Rs.85,000. Each

model caters to different needs of our

heterogeneous customer base and, in the

process, offers consumer value across

the entire motorcycle spectrum.

Geared Scooters

As Chart C shows, the decline in the

geared scooter market continued in

2001-02. Overall industry sales fell from

from 0.60 million in 2000-01 to 0.53

million in 2001-02 — a reduction of

almost 12 per cent. The faint silver

lining was that Bajaj Auto’s sales fell

by a smaller percentage — 6.4 percent,

from 0.44 million in 2000-01 to 0.41

million units in 2001-02. So, in a

declining market, the company could

marginally increase its market share

from 73 per cent to 76 per cent.

The reasons for the decrease in the

overall market size of this segment have

been detailed in the last year’s

management discussion and analysis.

Nothing has substantively changed since

then. To an extent, the steep decline in

1999-2000 and 2000-01 has been

arrested by Bajaj Auto introducing utility

CHART C: Geared scooter sales continue to fall
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versions of the Chetak and Super in

January 2000. We have also launched a

four-stroke version of Chetak in January

2002. This vehicle gives a fuel efficiency

of 75 kilometres per litre under standard

test conditions — an increase of 25 per

cent compared to the existing geared

scooters. We have also launched the

Legend NXT-2, a two-stroke futuristically

styled scooter to appeal to aesthetically

conscious customers. A four-stroke

variant — the Legend NXT-4 — will be

launched in 2002-03.

We believe that the above new products

will help to effect a bottoming-out of the

geared scooter market. To err on the side

of caution, Bajaj Auto is projecting a sale

of no more than 31,000 units per month

for 2002-03. We hope the market will

do better than that.

Ungeared Scooters

These vehicles are primarily used by

urban women and college students who

prefer an automatic transmission, self-

start, less body weight and a size that

allows for easy manoeuvrability. With a

total industry sales of 0.41 million units,

the segment accounts for around 10 per

cent of the two-wheeler market. After a

sharp 34 per cent growth in 1999-2000,

and a further 8 per cent increase in

2000-01, the market increased a mere

0.9 per cent in 2001-02.

Bajaj Auto has three models in this

segment — the 60 cc Spice and the

Spirit, and the 92 cc Saffire — and has

a market share of 16 per cent. During

the year, the upgrades of Spirit and

Saffire were launched. The company’s

performance in this segment has not

been up to expectations, and sales have

dropped by 12 per cent to a little over

66,500 units. We are hoping that with a

general increase in urban affluence, the

new versions of Spirit and Saffire will

help the company boost its sales in this

segment in 2002-03.

Step thrus

Bajaj Auto continues to lead in this

segment with a market share of 48 per

cent. However, the segment as a whole

has seen a decline in numbers, with

industry-wide sales dropping by 38 per

cent — from 0.23 million in 2000-01

to 0.14 million in 2001-02. This was

because of the rationalisation of the

excise duty structure announced in

February 2001, which reduced the price

differential vis-à-vis motorcycles. As the

market leader, Bajaj Auto, too, saw its

sales shrink from over 120,500 units in

2000-01 to just a little over 68,000

units in 2001-02.

While the excise duty rationalisation has

been a blow to the fortunes of the

step-thru segment, it is still viewed by a

section of consumers as a low cost, fuel

efficient workhorse. Our strategy in this

segment is to deliver value at relatively

low prices, enhance product

differentiation, and try to slowly grow the

market. During the year, Bajaj Auto has

launched a four-stroke version of the

M80 which, we hope, will play an

important role in achieving our objective.

Bajaj Auto’s two-wheeler
product portfolio

Four years ago, when Bajaj Auto

commenced the process of

transformation, the company had a

product mix that was well out of line

with that of the two-wheeler market.

Thanks to the process of change —

delivered through new models and

flexible manufacturing capabilities within

all its three plants — the company’s
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TABLE 3: Bajaj Auto (BAL) is aligning its product mix with that of the market (% units sold)

Year  Geared scooters Ungeared scooters   Motorcycles Step-thrus

Industry BAL Industry BAL Industry BAL Industry BAL

1999 32.7% 65.3% 8.3% 3.9% 34.6% 16.0% 9.8% 14.8%

2002 12.3% 34.0% 9.5% 5.5% 66.2% 54.8% 3.3% 5.7%

product portfolio today is in line with the

market as a whole. Table 3 shows this

very clearly.

Three-wheelers

At the level of the industry, the three-

wheeler segment has shown a growth of

almost 9 per cent over the previous year

— from 0.21 million units in 2000-01

to 0.23 million units in 2001-02. Bajaj

Auto continues to maintain its leadership

in this market with a 70 per cent market

share. In the year, Bajaj Auto sold over

160,500 units, compared to over

155,000 in 2000-01. Our one millionth

rear engine autorickshaw rolled out on

13 October 2001, creating a landmark

for the three-wheeler business. With this

over two million Bajaj three-wheelers

have been produced.

The market can be segmented into

passenger and goods carrier categories.

While Bajaj Auto continued its

dominance in the passenger segment,

it has lost ground in the goods carrier

segment. This is primarily due to

availability of new vehicles in the market

with higher carrying capacity. To address

this, the company intends to launch a

range of goods carriers with higher

payload capacities in the fourth quarter

of this fiscal year.

The demand in the passenger segment of

this market is driven by the permits

issued by the various state and local

governments. Further, increased concern

for the environment is resulting in courts

and governments issuing guidelines

barring vehicles beyond a certain age

from plying within city limits — and

registration of new vehicles are

increasingly restricted only to those

which run on clean fuels.

Bajaj Auto today is the only

manufacturer, offering a variety of

environmentally friendly vehicles running

on clean fuels like CNG and LPG. We

intend to leverage this technological

strength to capture the replacement

demand with our clean-fuel vehicles. A

beginning was made in Delhi over a year

ago, and in the last year alone Bajaj

Auto sold over 14,000 CNG

autorickshaws in the capital. With

Mumbai, Bangalore and Hyderabad

having recently announced restrictions

on registering vehicles not running on

clean fuels, we believe Bajaj Auto will

enjoy considerable up-side in this

segment in the years to come.

Operations

Over the past few years the three plants

at Akurdi, Waluj and Chakan have

emerged as flexible, high quality, cost

effective manufacturing facilities

producing world class products at

competitive prices. This has been

possible through a focused upgradation

towards flexible manufacturing

capacities, higher quality and

productivity through the continued

implementation of TPM (Total Productive

Maintenance), and a skilled and

motivated workforce.
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The TPM movement continues at the

Akurdi plant, where in 2001-02 it has

been extended to all manufacturing cells.

In addition, the TPM initiative was

adopted at Waluj on 5 May 2001.

A group of vendors have also been

identified, and TPM is currently being

implemented at their plants. TPM has

Flexible manufacturing
facilities

In the year under review, Bajaj Auto

realigned its manufacturing facilities to

optimise production and further improve

quality and consolidate the supply base.

The distribution of products across

plants is given in Table 4.

Although products are distributed across

the three plants, each is flexible enough

to meet peaks in the requirements of

other plants — thus optimally utilising

any spare capacity. The surplus capacity

and manpower at the Akurdi plant

continues to be utilised to supply parts

for Bajaj Auto-Kawasaki motorcycles and

three-wheelers at Waluj, and for the

indigenously designed Pulsar motorcycle

and ungeared scooters at Chakan. Table

5 shows the installed capacities plant-

wise as on 31 March 2002.

TABLE 4: Distribution of products across plants

Plant 2000-01 2001-02

Akurdi Geared scooters, Step thrus, Three-wheelers Geared scooters, Step thrus

Waluj Ungeared scooters, Geared scooters, BAL-KHI BAL-KHI motorcycles, Three-wheelers
motorcycles, Step thrus,Three-wheelers

Chakan Ungeared scooters Ungeared scooters, BAL motorcycles

TABLE 5: Plant-wise capacities as on
31 March 2002

Plant capacity (numbers per year)

Akurdi 960,000

Waluj 1,140,000

Chakan 240,000

Total 2,340,000

contributed to gains in production rate

per hour, higher overall equipment

effectiveness (OEE), significantly lower

breakdown and losses per month.

Building research and
development capabilities

Bajaj Auto continues to develop

motorcycles with Kawasaki and use the

support of design houses like Tokyo R&D

to develop new products. However, we

are equally clear that to be one of the

leading two- and three-wheeler

manufacturers in the world, we must

build world-class in-house R&D

capabilities, supplemented with equally

world-class production facilities. We

believe that in the coming years, the

strength of in-house R&D capability will

clearly distinguish Bajaj Auto from

competition — both local and those

dependent on foreign support.

Bajaj Auto has a R&D setup since 1973.

This belief in in-house R&D has resulted

in regular introduction of Bajaj designed

products like the two-stroke M80 and

the rear engine three-wheeler. However,

realising the rapidly changing needs of

the discerning customers, the company

has introduced in the past five years a

number of exciting new products in quick

succession — the Spirit and Saffire, the

M80 four-stroke step thru, the fuel

efficient Chetak four-stroke scooter, the

Pulsar motorcycle, and the

environmentally friendly CNG three-

wheeler. Product development time has

crashed from 48 months for the Saffire

to barely 30 months for the Pulsar.
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Reaching out to customers

The 400-plus strong dealer base,

supported by over 1,000 authorised

service centres, represent the face of the

company to its customers. Over the past

few years, Bajaj Auto has standardised

dealer showrooms and service areas to

present a common and consistent

external face. Themes like Planet-Bajaj,

and Eliminator and Pulsar enclaves have

created a pleasurable buying experience

for customers.

Realising the need to get closer to its

customers, Bajaj Auto is in the process

of increasing the number of dealers to

cover all towns with a population of over

100,000. A new class of dealers is

being developed to specifically cater to

the increasing rural demand. Existing

dealers are also encouraged to

participate in this move.

To measure and improve the quality of

service to customers, the company is

developing a Customer Satisfaction Index

model which will be implemented across

select dealerships in the coming year.

Our people — our most
important asset

From a mammoth organisation of

21,000 employees five years ago, Bajaj

Auto is transforming itself into a flatter,

leaner, more decentralised organisation

that will be capable of faster decision-

making to rapidly adapt to changing

business situations. Currently, the

company employs 13,482 people. Table 6

shows how output per person per year

has increased from 67.7 vehicles per

year in 1997 to 100.6 in 2002.

In 2001-02, the company embarked on

an organisation restructuring exercise.

Focused sales, service and product

A team of 350 engineers supported by

another 100 staff drives the product

engineering initiatives of the company.

Five product platform groups

continuously churn out upgrades and

new products, while simultaneously

addressing customer field problems and

improving quality and performance of

existing products. This strategic resource

is equipped with the latest R&D

equipment and facilities. In the last five

years Bajaj Auto has invested over

Rs.1.9 billion in this area. In 2001-02,

the company embarked on the creation

of a brand new product development and

testing complex at Akurdi. We believe

that these investments will propel the

company into an exciting future.

Partnering with vendors

Bajaj Auto’s drive towards vendor

rationalisation continued in 2001-02,

resulting in a current base of 285.

Further rationalisation is planned to

reduce the vendor base to around 225

by the end of 2002-03. A smaller base

is expected to pay rich dividends as

vendors will enjoy larger orders and

better capacity utilisation — which

should create the impetus to invest in

advanced manufacturing and product

development technologies. As discussed

earlier, the implementation of TPM

across critical vendors should further

this initiative.

We have also been instrumental in

supporting our vendor base with foreign

tie-ups in critical areas like electricals,

suspension and braking, and

transmission. This smaller but highly

capable group of vendors provide design

support, supply quality parts directly to

the production line, and regularly

improve product reliability while

reducing cost.

Realising the need to get closer to

its customers, Bajaj Auto is in the

process of increasing the number of

dealers to cover all towns with

a population of over 100,000.
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development teams were created for

two- and three-wheelers; and the

production, maintenance and quality

functions were integrated into a common

manufacturing function. These initiatives

should lead to greater ownership and

faster action at all operating levels. The

next phase of restructuring will aim to

reduce another management layer,

further enhancing accountability and

speed of decision-making.

With the objective of grooming future

talent, a ‘development centre’ exercise was

undertaken covering 90 young executives

— and the output is being used in further

development through training, job rotation

and career planning. For middle-level

management, leadership competencies

are being identified and built using

‘grid’ methodologies.

Commitment of a team is directly related

to the role of top management. Their

quality and style determines the culture

of the organisation. To facilitate

development of top management, a

360-degree feedback exercise was

conducted in 2001-02. 27 top

management executives were given

feedback from superiors, peers and

subordinates, based on which self-

development plans have been initiated.

While building internal talent, there is also

the unfortunate but inevitable requirement

to identify those whose skill sets are not in

line with future needs. VRS programmes

were continued in 2001-02 to provide an

exit option to such employees. A total of

171 employees accepted the Voluntary

Retirement Scheme in 2001-02.

Living in the information age
— ERP implementation

To keep abreast with rapidly changing

external and internal environments, Bajaj

TABLE 6: Growing employee productivity at Bajaj Auto

Year Production No. of employees Output per employee
(numbers)

1997 1,439,174 21,273 67.7

1998 1,354,482 18,589 72.9

1999 1,381,765 18,585 74.3

2000 1,432,471 17,213 83.2

2001 1,212,748 13,819 87.8

2002 1,356,463 13,482 100.6

Auto decided to upgrade its information

systems with the installation of ‘mySAP’ —

an ERP solution from SAP India.

The 16-month roll-out process started in

December 2001, and will go live in stages

starting from July 2002.

The information system will seamlessly

link the entire supply chain in real time —

from dealers to the manufacturing plants

to the vendors. In addition, it will cover all

major internal operational transactions and

also offer strategic business support

solutions to management. Underlying this

ERP implementation is a business process

re-engineering activity across the company

aimed at eliminating waste and creating a

leaner, more responsive environment. This

ERP plan involves a total expenditure of

around Rs.300 million, of which Rs.99

million was incurred in 2001-02.
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Financials

The strategy of Bajaj Auto to

continuously drive the top-line growth

through aggressive marketing while

continuously striving to improve

efficiencies in its operations, has

resulted in significant improvement in

the financials for the current year. Sales

for the year was Rs.41.26 billion as

against Rs.35.88 billion in 2000-01 —

an increase of 15 per cent. Total

turnover of Bajaj Auto for the year under

review increased from Rs.39.64 billion

to Rs.44.03 billion. Earnings before

interest, depreciation, tax and

amortisation (EBITDA) on operations

increased from 9.8 per cent of net sales

and other operating income, to 16.8 per

cent in 2001-02. Profit after tax for the

year increased from Rs.2,626 million to

Rs.5,211 million — an increase of 98

per cent.

We start this part of the discussion on

financials with the summarised profit and

loss account, which is given in Table 7.

TABLE 7: Summarised profit and loss account, 2001-02 (Rs. million)

2001-2002 2000-2001

Operations

Sales 41,256 35,880

Less: excise duty 5,256 5,621

Net sales 36,000 30,259

Other operating income 958 1,019

Total operating income 36,958 31,278

Cost of materials consumed, net of expenditure capitalised 23,412 20,623

Share of material cost 63.3% 65.9%

Stores and tools 544 595

Share of stores and tools 1.5% 1.9%

Labour cost 2,379 2,444

Share of labour cost 6.4% 7.8%

Factory and administrative expenses 1,949 2,046

Share of factory and administrative expenses 5.3% 6.5%

Sales and after sales expenses 2,469 2,518

Share of sales and after sales expenses 6.7% 8.1%

Total expenditure 30,753 28,226

Operating profit (EBITDA) 6,205 3,052

Operating profit as a share of total operating income 16.8% 9.8%

Interest 34 74

Depreciation 1,337 1,229

Net operating profit 4,834 1,749

Non-operating income

Income 1,602 2,640

Expenses 202 139

Depreciation 234 430

Non-operating income, net 1,166 2,071

Windfarm operations

Income 211 100

Expenses 107 111

Depreciation 226 114

Windfarm operations, net (122) (125)

Extraordinary items

! Expenses – VRS — 799

! Income – Premium received on insurance venture 1,170 —

Profit before taxation 7,048 2,896

Provision for taxation  – current 1,404 270

 – deferred 433 —

Profit after taxation 5,211 2,626

Prior years adjustments (29) (126)

Disposable surplus 5,182 2,500



B A J A J  A U T O  L T D

22

Analysis of sales

Gross sales for the year 2001-02 was

Rs.41.26 billion against Rs.35.88

billion in 2000-01. The dominant share

of motorcycles in the overall product

portfolio is evident in Table 8, which gives

the details of sales in volume and value

across Bajaj Auto’s product categories.

Exports

With scale economies, cost

competitiveness and the quality of its

products, Bajaj Auto believes that the

world could be its market. As a first step

towards reaching out, Bajaj Auto has

identified two countries — Brazil and

Indonesia — to test international

marketing and sales strategies in

regions as diverse as South America

and South East Asia.

Our exports increased from Rs.1.35

billion in 2000-01 to Rs.1.59 billion in

2001-02. In volume terms, our exports

grew by 45 per cent — from 30,652

units to 44,311 units. This makes Bajaj

Auto the country’s largest exporter of

two- and three-wheelers. Product-wise

exports for the current and the previous

financial year are given in Table 9.

However, this growth in exports is only

the beginning. Much more needs to be

achieved before we can claim to be a

global company.

Materials, stores and tools

Materials, stores and tools form a major

part of Bajaj Auto’s total costs. During

the year, therefore, major initiatives were

undertaken in this area. In June 2000,

we had targeted a reduction in total cost

of our motorcycle range of products by

Rs.4,000 per unit, of which material,

stores and tools comprised a major

portion. Through our efforts in the areas

of supply chain, value engineering and

indigenisation, the target was achieved.

Also, closer interaction with vendors in

managing their costs has also ensured

that Bajaj Auto had a better control over

its input costs.

Consequently, the percentage of

materials to net sales and other

operating income has reduced from 65.9

per cent in 2000-01 to 63.3 per cent in

2001-02; and stores and tools from 1.9

per cent to 1.5 per cent. It should be

noted that the reduction in material cost

is despite the fact that the sales mix is

distinctly tilted in favour of motorcycles

—  which has a higher material content

compared to that of geared scooters.

TABLE 8: Break-up of sales (value in Rs. million)

2001-2002 2000-2001 % to total units % to total value

Product Units Value Units Value 2001-02 2000-01 2001-02 2000-01

Motorcycles 656,018 18,934 422,016 12,767 48.3% 34.9% 45.9% 35.6%

Scooters geared 407,670 7,506 435,699 8,346 30.0% 36.0% 18.2% 23.2%

Scooters ungeared 66,603 1,523 75,596 1,639 4.9% 6.3% 3.7% 4.6%

Step-thrus 68,005 1,342 120,590 2,261 5.0% 10.0% 3.2% 6.3%

Total two-wheelers 1,198,296 29,305 1,053,901 25,013 88.2% 87.2% 71.0% 69.7%

Three wheelers 160,684 9,758 155,177 8,801 11.8% 12.8% 23.7% 24.5%

Total vehicles 1,358,980 39,063 1,209,078 33,814 100.0% 100.0% 94.7% 94.2%

Spare parts N.A. 2,193 N.A. 2,066 5.3% 5.8%

Total sales 1,358,980 41,256 1,209,078 35,880 100.0% 100.0%

TABLE 9: Product-wise exports of Bajaj Auto (numbers)

Product 2001-2002 2000-2001

Motorcycles 15,811 5,804

Scooters geared 8,694 6,656

Scooters ungeared 2,536 3,028

Step-thrus 2,651 624

Total two-wheelers 29,692 16,112

Three wheelers 14,619 14,540

Total vehicles 44,311 30,652
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TABLE 11: Income from investment of surplus funds (Rs. million)

2001-2002 2000-2001

Dividends 592 342

Interest on debentures and bonds 291 536

Interest on government securities 18 30

Interest on inter-corporate deposits and other loans 364 494

Income from mutual fund units 79 139

Lease rent and equalisation 234 439

Profit on sale of investments — 250

Surplus on redemption of securities — 129

Interest on fixed deposits 6 45

Others — 20

Sub-Total 1,584 2,424

Interest on tax refunds 18 216

Total Non-operating Income 1,602 2,640

Non-operating expenses 436 569

Net non-operating income 1,166 2,071

TABLE 10: Savings in factory and administration costs (Rs. million)

2001-2002 2000-2001 Reduction

Power, fuel and water 636 710 10.4%

Repairs to buildings and roads 57 93 38.7%

Repairs to machinery 238 331 28.1%

Repairs – others 25 48 47.9%

Total 956 1,182 19.1%

Factory and administration
costs

During the year, Bajaj Auto undertook a

comprehensive review of its factory and

administrative costs incurred in the

various plants. Table 10 highlights some

of the areas where the company saved

aggregate costs, despite a 12 per cent

increase in the number of Bajaj Auto’s

two- and three-wheelers sold. With net

sales and other operating income

increasing from Rs.31.28 billion in

2000-01 to Rs.36.96 billion in

2001-02, Bajaj Auto has reduced the

share of factory and administrative costs

from 6.5 per cent in 2000-01 to 5.3 per

cent in 2001-02.

Sales and after sales expenses

The share of this item of expenditure to

the net sales and other operating income

has reduced from 8.1 per cent in

2000-01 to 6.7 per cent in 2001-02. Of

these, advertisement cost has dropped

from 3.3 per cent of net sales and other

operating income in 2000-01 to 2.4 per

cent this year. Moreover, by ensuring

continuous improvement in the quality of

components through collaborative efforts

with vendors, we have been able to

contain the costs incurred on warranty.

This is despite an extended warranty

period on certain range of motorcycles.

Treasury operations

Table 11 gives Bajaj Auto’s non-

operating income by financial categories.

During the year, Bajaj Auto has provided

a sum of Rs.82.7 million towards

impairment in carrying costs of its

financial assets. In addition, as part of

its attempt to liquidate non-performing

equity assets, it has booked a loss of
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Rs.738 million. The loss on the equity

has been set-off against the gains made

under the same head — resulting in a

net loss of Rs.19 million. We intend to

continuously identify and liquidate the

non-performing assets in our portfolio.

The guiding principle of Bajaj Auto’s

investment strategy has been that of

prudence. To this extent, a major portion

of investment in surplus funds are in

fixed income securities. As per our

current policy, we earmark 75 per cent

of total surplus funds for investment in

fixed income securities. Table 12 profiles

Bajaj Auto’s investments in the current

and the previous financial year.

During the previous financial year, Bajaj

Auto bought back 15 per cent of its

equity share capital at Rs.7.28 billion.

In addition, the VRS scheme involved a

one-time pay out of Rs.800 million.

To fund this requirement, Bajaj Auto

encashed a major portion of fixed

investment securities. As a result, the

share of the fixed income securities in its

portfolio stood lower at 56.2 per cent.

During the year, Bajaj Auto invested

Rs.1.92 billion in the insurance joint

ventures, and received Rs.1.17 billion as

goodwill premium. This investment has

been the only major equity investment

made during the year.

The cost and market value of total

investments as of 31 March 2002 was

Rs.22.56 billion and Rs.21.01 billion,

versus Rs.16.36 billion and Rs.15.22

billion as of 31 March 2001, respectively.

Operating working capital and
return on capital employed

Bajaj Auto’s focus was not only restricted

to reducing its operating costs, but also

extended to optimum working capital

management. This resulted in a reduction

TABLE 13: Operating working capital (Rs. million)

As at 31 March 2002 2001

Current assets

Inventories 1,791 2,534

Sundry debtors 1,982 1,207

Cash and bank balances 152 213

Other current assets 1,275 1,628

Sub-total 5,200 5,582

Less: Current liabilities

Acceptances 30 40

Sundry creditors 3,909 3,526

Advance against orders 151 153

Other current liabilities 93 100

Cash credit 318 560

Sub-total 4,501 4,379

Working capital 699 1,203

of working capital, and in an improvement

in its return on capital employed. Table 13

highlights the various components of the

operating working capital as on 31 March

2002, with the corresponding figures as on

31 March 2001.

TABLE 12: Bajaj Auto’s investment of surplus funds (Rs. million)

% to % to
As at 31 March 2002 total 2001 total

Government securities and bank deposits 5,797 25.6 4 —

Mutual funds including UTI 510 2.3 696 4.3

Debentures and bonds 4,040 17.9 2,860 17.5

Preference shares 917 4.1 1,115 6.8

Inter-corporate deposits 2,609 11.6 3,613 22.1

Loan to Bajaj Auto Holdings Ltd. 184 0.8 53 0.3

Leased assets — — 846 5.2

Fixed income investments 14,057 62.3 9,187 56.2

Equity shares and equity share based mutual funds 8,499 37.7 7,174 43.8

Total 22,556 100.0 16,361 100.0
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Thanks to the partnership programme of

Bajaj Auto with its vendors, the company

succeeded in minimising overall

inventory levels. Inventory of raw

materials and components has reduced

from 13 days as 31 March 2001 to 7

days on 31 March 2002; spare parts

from 88 days to 60 days; and finished

goods from 8 days to 6 days.

Debtors, however, increased from

Rs.1,207 million as on 31 March 2001

to Rs.1,982 million on 31 March 2002.

This was the outcome of four bank

holidays during the last week of

March 2002.

Increase in the pre-tax return on

operating capital employed — from 14

per cent in 2000-2001 to 41 per cent in

2001-02 — is the result of our prudent

approach to capacity expansion. Table

14 gives the pre-tax return on operating

capital. Since we plan no significant

increase in capacity in 2002-03, we

expect a growth in the return on

operating capital through higher

operating margins and better working

capital management.

Wind power project

The wind power project has been

completed in the current financial year. A

total of 138 windmills have been set up

in Supa (Ahmednagar district,

Maharashtra) and Vankusavade (Satara

TABLE 14: Return on operating capital (Rs. million)

As at As at

31 March 2002 31 March 2001

Fixed assets 10,910 11,373

Technical know-how 128 160

Working capital 699 1,203

Total 11,737 12,736

Operating profit after interest and depreciation 4,834 1,749

Pre-tax return on operating capital employed 41% 14%

district, Maharashtra). With the

completion of these windmills, Bajaj

Auto has a total installed capacity of

65.2 MW of power. The total capital

cost involved in setting up these

windmills was Rs.2,941 million. It is

expected that the wind power project

will meet approximately 90 per cent of

Bajaj Auto’s current power requirements.

The project is extremely beneficial on a

standalone basis and has a payback

period of three years with an internal

rate of return in excess of 28 per cent. In

addition to hedging Bajaj Auto’s power

costs, this investment also provides sales

tax incentives and an income tax shield.

Extraordinary item of income/
expenditure

During the year, Bajaj Auto invested

Rs.1.92 billion in the equity share

capital of two joint-ventures which was

promoted with Allianz AG, for the foray

in the general and life insurance sectors.

The company received Rs.1.17 billion

from Allianz AG as premium towards

goodwill. This is a one-time income, and

is reflected under extraordinary income

in the profit and loss account.

Consolidation of accounts and
segment reporting

The Company has consolidated financial

statements of Bajaj Auto Limited and its

subsidiaries in accordance with

Accounting Standard 21 issued by The

Institute of Chartered Accountants of

India. The Consolidated accounts have

been prepared for each business

segment and the segment wise results

are summarised in Table 15.



F I F T Y  S E V E N T H  A N N U A L  R E P O R T

27

2 0 0 1 - 2 0 0 2

Cautionary statement

Statements in this Management Discussion

and Analysis describing the company’s

objectives, projections, estimates and

expectation may be “forward looking

statement” within the meaning of

applicable laws and regulations. Actual

results might differ materially from those

either expressed or implied.

TABLE 15: Segment Revenue and Segment Results (Rs. million)

Segment Revenue Segment Results
Profit/(Loss) from each segment
before Interest and tax

Automotive 42,214 Automotive 4,863

Insurance 367 Insurance (334)

Investment and others 1,817 Investment and others 1,036

Total 44,398 Total 5,565

Less:Inter segment Revenue 219 Less: Interest 25

Total 44,179 Add:Premium on Insurance Venture 1,170

Profit before Tax 6,710
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Bajaj Auto has been committed to good

corporate governance practices long

before the advent of Clause 49 of the

Listing Agreement with stock exchanges.

Being a value-driven organisation, we

have always worked towards building

trust with shareholders, employees,

customers, suppliers and diverse stake-

holders on four key elements of

corporate governance — transparency,

fairness, disclosure and accountability.

The company’s position in today’s

corporate world has as much to do with

performance as with its reputation for

integrity and transparency.

During 2001-02, as in the past several

years, Bajaj Auto’s corporate governance

practices and disclosures have not only

complied with the statutory and

regulatory requirements, but also gone

well beyond the legal mandate. Given

below are the company’s corporate

governance policies and practices in

accordance with the provisions of clause

49 of the Listing Agreement.

Board of directors

Composition

The board of Bajaj Auto consists of

eleven directors, seven of whom are non-

executive. Six out of the seven non-

executive directors are independent (see

Table 1). During the year, the board of

directors appointed, subject to the

approval of the shareholders in the

forthcoming general meeting, Rajiv Bajaj,

President, as a director for a period of five

years with effect from 5 March 2002.

With the induction of Rajiv Bajaj, the

company now has four whole-time,

CORPORATE GOVERNANCE

executive directors on the board,

inclusive of the Chairman, Vice-chairman

and two other whole-time directors.

According to clause 49, if the Chairman

is an executive, at least half of the board

should consist of non-executive,

independent directors. This provision is

more than adequately met at Bajaj Auto.

There are seven non-executive directors,

of which six are independent as defined

by clause 49 — which ensures a good

blend of executive and independent

directors, and achieves the desired level

of independence of the board. All non-

executive directors are persons of

eminence, and bring a wide range of

expertise and experience to the board.

As per statutory requirements, at least

two-third of the board should consist of

retiring directors. Of these, one-third are

required to retire every year and, if

eligible, may seek re-appointment by

the shareholders. Eight out of the

eleven directors in Bajaj Auto will be

retiring directors. The board has no

institutional directors.

Board procedures

During the year 2001-02, the board of

directors met seven times on the

following dates: 7 May 2001, 28 July

2001, 18 September 2001, 24 October

2001, 16 January 2002, 5 March 2002

and 8 March 2002. The gap between

any two meetings never exceeded three

months, compared to the mandated

requirement of no more than four months

in clause 49. The dates of the meetings

were generally decided well in advance.

Being a value-driven organisation,

we have always worked towards

building trust with shareholders,

employees, customers, suppliers and

diverse stake-holders on four key

elements of corporate governance —

transparency, fairness, disclosure

and accountability.
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Attendance record of directors

Table 1 gives the composition of the

board and the attendance record of all

the directors at the seven board

meetings held during 2001-02, as well

as at the last annual general meeting.

Information supplied to the
board

The board of Bajaj Auto is presented

with all the relevant information on

various vital matters affecting the

working of the company, as well as

those that require deliberation at the

highest level. Extensive information is

provided on various critical items such

as: (i) production, sales and capital

expenditure budgets, (ii) sales and

financial performance statistics, (iii) review

of plant-wise business, (iv) staff matters,

including senior appointments and

extensions, (v) legal proceedings by or

against the company, (vi) share transfer

and demat compliance, (vii) quarterly

financial results, (viii) joint venture

arrangements, (ix) significant labour and

human relations matters, (x) voluntary

retirement schemes, (xi) IT strategies and

related investments, (xii) leave and

licence agreements, (xiii) legal

compliance reporting system, (xiv)

insider trading disclosure procedures,

and other such matters.

Outside directorships and
memberships of board
committees

Table 2 gives the number of outside

directorships and committee positions

held by the directors of Bajaj Auto.

It can be seen that none of the directors

was a member in more than 10

committees, nor a chairman in more

than five committees across all

companies in which he was a director.

TABLE 2: Outside directorships/committee positions as on 31 March 2002

Name of director In listed companies In unlisted public As chairman/
limited companies member

of board committees

Rahul Bajaj 3 3 -

Madhur Bajaj 3 4 -

D S Mulla 6 1 7

Kantikumar R Podar 4 - -

Atul C Kirloskar 6 2 3

Shekhar Bajaj 3 5 2

D J Balaji Rao 4 1 6

D S Mehta 5 4 8

J N Godrej 4 7 7

S H Khan 1 4 2

Rajiv Bajaj 1 1 -

Notes (1) Private limited companies, foreign companies and companies under section 25 of the Companies Act, 1956 are
excluded for the above purposes. (2) Only audit committee, shareholders’ grievance committee and remuneration
committee are considered for the purpose of committee positions as per listing agreement.

TABLE 1: Composition of the board and attendance record of directors for 2001-02

Name of director Category Meetings attended Whether attended
last AGM

on 28 July 2001

Rahul Bajaj Chairman and Managing Director, executive 7 Yes

Madhur Bajaj Vice Chairman and whole-time director, executive 7 Yes

D S Mulla Non-executive, independent 6 Yes

Kantikumar R Podar Non-executive, independent 4 No

Atul C Kirloskar Non-executive, independent 6 Yes

Shekhar Bajaj Non-executive 5 Yes

D J Balaji Rao Non-executive, independent 5 Yes

D S Mehta Whole-time director, executive 5 Yes

J N Godrej Non-executive, independent 3 No

S H Khan Non-executive, independent 6 Yes

Rajiv Bajaj * President and whole-time director, executive 2 NA

Note: * Appointed effective from 5 March 2002
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Pecuniary relationship or
transactions of non-executive
directors

1. Shekhar Bajaj and J N Godrej are

directors and shareholders of Bajaj

Electricals Limited and Godrej & Boyce

Manufacturing Company Limited

respectively. Both companies are vendor

companies of Bajaj Auto. Purchases of

goods from these companies have been

in the ordinary course of business and,

for the year ended 31 March 2002,

amounted to Rs.141 million and Rs.21

million respectively.

2. Inter-corporate loans amounting to

Rs.40 million were extended and/or

renewed to Bajaj Electricals Limited during

the year under review. The outstanding

amount of loan as at 31 March 2002

was Rs.40 million.

3.  Shekhar Bajaj is a director of Hind

Musafir Agency Private Limited, an

accredited travel agency. Necessary

government approval for availing of the

travel related services from this company

has been obtained by Bajaj Auto in

terms of the provisions of section 297 of

the Companies Act, 1956. This approval

is valid upto 31 March 2005. During the

year under review, the total value of

services availed of by Bajaj Auto from

Hind Musafir Agency Private Limited

amounted to Rs.15 million.

4. The Register of Contracts maintained

by the company according to the

provisions of section 301 of the

Companies Act, 1956, contains record

of the transactions entered into with the

above companies. The register is signed

by all the directors present during the

respective board meetings held from

time to time.

Audit committee

Constitution and composition

Bajaj Auto set up its audit committee

way back in 1987. Since then, the

company has been reviewing and making

appropriate changes in the composition

and working of the committee from time

to time not only to comply with various

requirements under the Companies Act,

1956 and clause 49 of the Listing

Agreement, but also to bring about

greater effectiveness of the committee.

The present audit committee consists of

four directors:

1.  D S Mulla, Chairman

2.  D J Balaji Rao

3.  J N Godrej

4.  Atul Kirloskar (appointed on

7 May 2001).

All members of the audit committee are

independent, non-executive directors.

D J Balaji Rao has a strong financial

and accounting background.

Meetings and attendance and
topics discussed

During 2001-02, the audit committee

met four times — on 7 May 2001,

20 July 2001, 24 October 2001 and

16 January 2002. The meetings were

scheduled well in advance. In addition

to the members of the audit committee,

these meetings were attended by the

heads of finance and internal audit

functions, the statutory auditors of the

company and those executives of the

company who were considered necessary

for providing inputs to the committee.

The Company Secretary acted as the

secretary to the audit committee.
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During the year, out of the four audit

committee meetings, D S Mulla

(chairman) was present at all the

meetings, D J Balaji Rao was present

at three and J N Godrej at two meetings.

Atul Kirloskar attended all the three

meetings held after his appointment

as a member of the committee.

The terms of reference of the audit

committee are extensive and include

all that is mandated in clause 49 of the

Listing Agreement and section 292A of

the Companies Act, 1956. Apart from

overseeing and monitoring the financial

reporting system within the company

and considering unaudited and audited

financial results for the relevant quarter,

half-year and the year before being

adopted by the board, the audit

committee focused its attention on

topics such as review of annual

budgets, annual internal audit plan,

legal compliance reporting system,

introduction of the enterprise resource

planning (ERP) package, review of

investment guidelines, presentation of

segment-wise reporting, review of

internal control systems, major

accounting policies and practices,

compliance with accounting standards

and risk management. The committee

also continued to advise the management

on areas where greater internal audit

focus is needed and on new areas to be

taken up for audit purposes.

Remuneration committee

Bajaj Auto constituted a remuneration

committee of the board at its board of

directors’ meeting held on 16 January

2002, with the following non-executive

independent directors as its members:

1.  D J Balaji Rao (Chairman)

2.  D S Mulla

3.  Atul Kirloskar

The following terms of reference have

been specified for the committee:

! To determine the company’s policy on

and approve, remuneration packages for

executive directors and their relatives

working in the company, including

pension rights and compensation payment.

! To approve the remuneration payable

to the managerial personnel (under the

Companies Act, 1956), taking into

account the financial position of the

company, trend in the industry, the

appointee’s qualification, experience,

past remuneration and performance.

During the year under review, the

remuneration committee met on 5 March

2002 and approved the following:

1. Remuneration payable to Rajiv Bajaj,

President and whole-time director,

subject to the approval of the shareholders.

2. Revision in remuneration payable to

Sanjiv Bajaj, Vice President (Finance),

and a relative of some directors, subject

to the approval of the shareholders and

the Central Government.

3. Revision in commission payable to

Madhur Bajaj, Vice Chairman and

whole-time director, subject to the

approval of the board.

Remuneration of directors

Remuneration of non-
executive directors

Non-executive directors are paid a sitting

fee of Rs.2,000 for every meeting of the

board or committee attended by them.

Based on their attendance at the board

and the committee meetings, the non-

executive directors, as per approval of

the Central Government obtained during
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the year, can be paid upto an aggregate

amount of Rs.2.4 million per year by

way of commission on net profits. This

approval is valid for a period of five years

commencing from 2001-02.

Remuneration of executive
directors

The terms of remuneration of Rahul

Bajaj, Madhur Bajaj and D S Mehta have

already been fixed by the board of directors

and approved by the shareholders. The

terms regarding commission payable to

Madhur Bajaj were revised with effect

from 1 April 2002 by the board at its

meeting held on 5 March 2002 as per

recommendation made by the

remuneration committee and this was

within the overall approval given earlier

by the shareholders. The terms of

remuneration of Rajiv Bajaj, who was

appointed as an additional director with

effect from 5 March 2002, were fixed by

the board of directors at its meeting held

on the same date, after the approval

given by the remuneration committee.

Rajiv Bajaj’s appointment to the board

and remuneration are to be approved at

the forthcoming general meeting of

the company.

On their retirement, all the executive

directors, including the managing director,

are entitled to superannuation benefits

payable in the form of an annuity from

the Life Insurance Corporation and these

form a part of the perquisites allowed to

them. No pension is paid by the company.

Bajaj Auto has no stock option plans and

hence, such instruments do not form a

part of the remuneration package payable

to any executive and/or non-executive

director. During the year under review,

none of the directors was paid any

performance-linked incentive.

TABLE 3: Remuneration paid/payable to directors during 2001-02

Director Relationship with Sitting fees Salary and Commission Total
other directors Rs. perquisites Rs. Rs.  Rs.

Rahul Bajaj Cousin of Shekhar Bajaj
and Madhur Bajaj and
father of Rajiv Bajaj  - 3,365,411 2,400,000 5,765,411

Madhur Bajaj Cousin of Rahul Bajaj
and brother of
Shekhar Bajaj  - 2,336,357 1,200,000 3,536,357

D S Mulla - 24,000  -  240,000 264,000

Kantikumar R Podar - 8,000  -  80,000  88,000

Atul C Kirloskar - 18,000  -  180,000 198,000

Shekhar Bajaj Cousin of Rahul Bajaj
and brother of
Madhur Bajaj 10,000  -  100,000  110,000

D J Balaji Rao - 20,000  -  200,000  220,000

D S Mehta -  - 1,164,581  - 1,164,581

J N Godrej - 10,000  -  100,000  110,000

S H Khan - 12,000  -  120,000  132,000

Rajiv Bajaj * Son of Rahul Bajaj - 172,161 130,646 302,807

*Appointed effective from 5 March 2002.

Notes Salary and perquisites include all elements of remuneration, i.e. salary, allowances and benefits. No bonus,

pension or incentive is paid to any of the directors. The company has not issued any stock options to any of the directors.

The term of executive directors is for a period of five years from the date of appointment.

During the year 2001-02, the company

did not advance any loans to any of the

executive and/or non-executive directors.

Table 3 gives details of the remuneration

paid or payable to directors during the

year 2001-02.

Sanjiv Bajaj, son of Rahul Bajaj, was

elevated from General Manager

(Corporate Finance) to Vice President

(Finance) during the year under review.

The revision in his remuneration, which

has been approved by the remuneration

committee and the board at their meetings

held on 5 March 2002, is subject to the

approval of shareholders and central

government. During the year under review,

Sanjiv Bajaj was paid Rs.845,402 as

salary, including monetary / non-monetary

perquisites.

Rajiv Bajaj, son of Rahul Bajaj, prior to

his appointment as an additional director

from 5 March 2002, was the President
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of Bajaj Auto. During the year under

review, his salary, including monetary /

non-monetary perquisites and commission

paid or payable was Rs. 2,338,953.

Neelima Bajaj, daughter of Madhur

Bajaj, who was working as Senior

Manager (Marketing Services), resigned

on 21 October 2001. During the year

under review, she was paid Rs. Nil as

salary, including monetary / non-

monetary perquisites.

Management discussion
and analysis

This is given as a separate chapter in this

annual report.

Warning against insider
trading

Comprehensive guidelines advising and

cautioning the management staff and

other relevant business associates on the

procedure to be followed while dealing

with the securities of Bajaj Auto are in

place. In light of the recent SEBI (Insider

Trading) Amendment Regulations, 2002,

a fresh set of guidelines is being issued

by the company on the subject. The code

of conduct and corporate disclosure

practices framed by the company will

help in ensuring compliance of the

amended regulations.

Shareholders

Disclosure regarding
appointment or reappointment
of directors

Rajiv Bajaj, 35, earlier the President of

Bajaj Auto, was appointed by the board

of directors as an additional director under

section 260 of the Companies Act,

1956, at the board meeting held on

5 March 2002. His tenure is for a period

of five years with effect from his date of

appointment. His appointment as whole-

time director is subject to the approval of

the shareholders at the forthcoming

general meeting. Rajiv Bajaj is a B.E.

(Mech) first class with distinction from

University of Pune and an M.Sc. with

distinction in Manufacturing Systems

Engineering from University of Warwick,

U.K. Prior to his appointment as Vice

President (Products) and subsequently as

President, he had obtained extensive on-

the-job experience in Bajaj Auto. He has

been leading the technological, product

and sales re-orientation of the company.

Rajiv Bajaj holds directorships in the

following companies in addition to Bajaj

Auto: (i) Bajaj Auto Finance Limited and

(ii) Bajaj Auto Holdings Limited. He does

not hold any position as a member or

chairman of any committee of the board

of any of the companies.

Shekhar Bajaj and Atul Kirloskar are

retiring by rotation and are eligible for

reappointment. Their attendance record

in the board / general meetings during

the year under review is given in Table 1.

Shekhar Bajaj, 53, B.Sc. and MBA

(USA), is currently the Chairman and

Managing Director of Bajaj Electricals

Limited, a company engaged in

manufacture of wide range of household

electrical appliances. He was the President

of the Associated Chamber of Commerce

and Industries of India (ASSOCHAM) and
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President of Indian Merchants Chamber

(IMC). He has also been the President of

the Council for Fair Business Practices

(CFBP). He is past President of Electric

Lamp and Component Manufacturers’

Association of India, and Chairman of

the Fan Manufacturers Association of

India. He is associated with numerous

business, social and cultural organisations.

Shekhar Bajaj holds directorships /

committee memberships in the following

companies in addition to his directorship

in Bajaj Auto:

Board Chairmanships:

1. Bajaj Electricals Limited

2. Bajaj Ventures Limited

3. Hercules Hoists Limited

4. Hind Lamps Limited

5. Bachraj Factories Limited

6. Bajaj International (P) Limited

Directorships:

1. Bajaj Sevashram Limited

2. IDBI Bank Limited

3. Conquest Investment & Finance

Limited

4. Hind Musafir Agency (P) Limited

5. Primus Investments & Finance Limited

6. Shekhar Holdings Pvt. Limited

Committee Position:

1. IDBI Bank Limited

(Two Committees)

Atul Kirloskar, 46 years, a graduate in

engineering from Worcester Polytechnic,

is currently the Chairman and Managing

Director of Kirloskar Oil Engines Limited,

the flagship company of the Kirloskar

group where he is working since 1984.

Prior to this, he was the CEO of Cummins

Diesel Sales and Service during the period

1981-84. A sports enthusiast, he is

connected with various cultural and

sports organisations. Atul Kirloskar holds

directorships and committee

memberships in the following listed

companies besides Bajaj Auto:

Board Chairmanships:

1. G G Dandekar Machine Works Limited

2. Kirloskar Ferrous Industries Limited

3. Kirloskar Kisan Equipment Limited

4. Kirloskar Mahle Filter Systems

Limited

5. Kirloskar Oil Engines Limited

6. Navsai Farms Private Limited

7. Navsai Investment Private Limited

Directorships:

1.  Bharat Forge Limited

2. Kirloskar Systems Limited

3. Swaraj Engines Limited

4. Kirloskar Drilling Co. Limited, Kenya

5. Kirloskar Kenya Limited, Kenya

6. Kirloskar Steels Pvt. Limited

7. Toyota Kirloskar Motor Limited

Committee Positions:

1. Bharat Forge Limited

2. Kirloskar Ferrous Industries Limited

3. Kirloskar Systems Limited

Communication to
shareholders

Quarterly and half-yearly financial results

are published in The Economic Times

and Sakal, along with the official press

release. The company also sends the

half-yearly financial results, along with a

detailed write-up, to each household of

shareholders. Bajaj Auto has its own

website, www.bajajauto.com on which

important public domain information

including presentations made to the

media, analysts and institutional

investors are posted. All financial and

other vital official news releases are also

properly communicated to the concerned

stock exchanges, besides being placed

on the website. The website also

contains information on matters, such as

dividend and bonus history, answers to

frequently asked queries (FAQs) by the

various categories of shareholders and

details of the corporate contact persons.
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Shareholders’ and investors’
grievance committee

The board of directors of Bajaj Auto

constituted the shareholders’ and

investors’ grievance committee of the

directors in 2000. Currently it comprises

D S Mulla (chairman), D J Balaji Rao

and J N Godrej. All members are

independent directors. The committee

specifically looks into the shareholders’

and investors’ complaints on matters

relating to transfer of shares, non-receipt

of annual report, non-receipt of dividend

etc. In addition, the committee also

looks into matters which can facilitate

better investor services and relations.

During the period under review, the

committee met on 5 March 2002 to

review the status of investors services

rendered, with D S Mulla and D J Balaji

Rao being present. J Sridhar, Company

Secretary, also attended the meeting and

was appointed the compliance officer to

look into shareholders’ grievances on a

day-to-day basis. The meeting discussed

the various reports placed before the

committee — investors’ queries and

complaints regarding transfer, dividend,

annual reports etc., buy-back of shares,

procurement of new software for

verification of signatures, Electronic

Clearing Service for dividend payment,

complaints of investors routed by SEBI,

amounts transferable to Investor Education

and Protection Fund as well as matters

such as transfer, transmission,

dematerialisation and rematerialisation

of shares.

The power to approve share transfer /

transmission as well as the

dematerialisation and / or rematerialisation

has been delegated to Rahul Bajaj,

Managing Director, and, in his absence,

to D S Mulla, director of the company.

All physical transfers as well as the

requests for dematerialisation /

rematerialisation are processed in weekly

cycles. Bajaj Auto has not appointed any

registrar or share transfer agent. The work

regarding dematerialisation and / or

rematerialisation of shares is also handled

in-house through its own connectivity

with the National Securities Depository

Limited and Central Depository Services

(India) Limited.

The committee has noted that Bajaj Auto

promptly attends to all shareholders’ and

investors’ queries / grievances through

correspondence, fax or e-mail. No query /

complaint received during the year under

review has remained pending to be

addressed / resolved. More details have

been furnished in the chapter on

Shareholder Information.

Information on general body
meetings

The last three annual general meetings of

the company were held at the registered

office of the company at Mumbai-Pune

Road, Akurdi, Pune 411 035 on the

following dates and time:

54th AGM 17 July, 1999

at 11.15 a.m.

55th AGM 29 July, 2000

at 12.15 p.m.

56th AGM 28 July, 2001

at 12.15 p.m.

The company has not, so far, adopted

postal ballot for passing any resolution

at the general meetings, because there

were no key / critical matters which

were required to be placed before the

shareholders for their consideration

or approval.
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Material disclosure and
compliance

Material transactions entered into with

related parties have been already

disclosed in this chapter. None of the

transactions of the company of material

value with directors or their relatives had

any potential conflict with the interests

of Bajaj Auto.

There was neither any non-compliance by

the company on any matters relating to

capital markets during the last three years;

nor did the company attract any penalties

or strictures by the stock exchanges, SEBI,

or any statutory authority.

General shareholder
information

General information of interest to the

shareholders is set out in the following

chapter of this annual report, titled

Shareholder Information.

Report on corporate
governance

This chapter, read together with the

information given in the chapters entitled

Management Discussion and Analysis and

Shareholder Information, constitute a

detailed compliance report on corporate

governance during 2001-02.

Auditors’ certificate on
corporate governance

The company has obtained the certificate

from the auditors of the company regarding

compliance with the provisions relating

to corporate governance laid down in

clause 49 of the Listing Agreement with

the stock exchanges. This report is

annexed to the Directors’ Report for the

year 2001-02. This certificate will be sent

to the stock exchanges, along with the

annual return to be filed by the company.

Combined code of
governance of the London
Stock Exchange

The London Stock Exchange has

formulated a combined code which sets

out the principles of good governance

and code of best practice. The code is

not legally applicable to the company.

However, given that Bajaj Auto’s GDRs

are listed on the London Stock Exchange,

the company carefully examined the code

and has noted that it is in compliance with

almost all the critical parameters,

especially in matters of transparency

and disclosures.
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Annual General Meeting

Date: 27 July 2002

Time: 11.30 a.m.

Venue: Registered office at Mumbai-

Pune road, Akurdi, Pune 411035

Financial calendar

Audited annual results for year ending

31 March 2002

– Mid-May

Mailing of annual reports

– Second half of June

Annual general meeting

– Second half of July

Unaudited first quarter financial results

– Second half of July

Unaudited second quarter financial results

– Second half of October

Unaudited third quarter financial results

– Second half of January

Dividend announcement

The board of directors of Bajaj Auto has

proposed a dividend of Rs.14 per equity

share (140 per cent) for the financial

year ended 31 March 2002, subject to

approval by the shareholders of the

company at the annual general meeting.

This includes a special dividend of Rs.2

per share (20 per cent) on account of the

one time premia received from Allianz AG,

Germany, the company’s partner in the

two insurance joint ventures.

Dividend paid in the previous year was

Rs.8 per equity share (80 per cent).

SHAREHOLDER INFORMATION

Dates of book closure

The Register of Members and Share

Transfer Books of the company will

remain closed from Saturday, 13 July

to Saturday, 27 July 2002, both days

inclusive, for the purpose of annual

general meeting and payment of

dividend declared.

Date of dividend payment

The payment of dividend, upon declaration

by the shareholders at the forthcoming

annual general meeting, will be made on

or after 31 July 2002:

a) to all those beneficial owners holding

shares in electronic form, as per the

ownership data made available to the

company by National Securities Depository

Limited (NSDL) and the Central Depository

Services (India) Limited (CDSL) as of the

end-of-the-day on 12 July 2002 and

b) to all those shareholders holding shares

in physical form, after giving effect to all

the valid share transfers lodged with the

company on or before the closing hours

on 12 July 2002.

Payment of dividend

Dividend will be paid by account payee /

non negotiable instruments or through the

Electronic Clearing Service (ECS) as

recently notified by the SEBI through

the stock exchanges. Considering the

numerous advantages which the dividend

payments through ECS offer to the

shareholders, the company has already

written to all the shareholders setting out

in detail the procedure to be followed for

availing of the facility. Shareholders who
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are interested in getting additional

details or clarifications in this regard

are requested to get in touch with

the company.

Payment of dividend will be subject to

deduction of tax at source in accordance

with the provisions of the applicable

tax laws.

Unclaimed dividends

Unclaimed dividends upto 1994-95 have

been transferred to the General Revenue

Account of the Central Government.

Those who have not cashed their dividend

warrants for the period prior to and

including the year 1994-95 are requested

to claim the amount from Registrar of

Companies, Pune, PMT Bldg, Deccan

Gymkhana, Pune 411 004.

In view of the amended section 205-C of

the Companies Act, 1956, followed by

the issue of Investor Education &

Protection Fund (Awareness and Protection

of the Investors) Rules, any money

transferred by the company to the

unpaid dividend account and remaining

unclaimed for a period of seven years

from the date of such transfer shall be

transferred by the company to a fund

called the Investor Education and

Protection Fund (the fund) set up by

the Central Government.

Accordingly, unpaid / unclaimed dividend

starting with 1995-96 shall become

transferable to the fund on 5 October

2003, followed by the transfers of the

amounts of unpaid / unclaimed dividends

every year in respect of the dividends for

the subsequent years. No claims shall lie

thereafter against the fund or the company

in respect of such amounts transferred.

Shareholders are therefore requested to

verify their records and send claims, if

any, for the relevant years from 1995-96

onwards, before the respective amounts

become due for transfer to the fund.

Registrar and transfer agent

Bajaj Auto has no external Registrar or

Share Transfer Agent. All work relating to

physical transfer, transmission, splitting

of share certificates, dematerialisation

and rematerialisation is done in-house at

the registered office of the company.

Bajaj Auto has its own connectivity with

NSDL / CDSL for conducting the

dematerialisation and rematerialisation

work in-house.

Share transfer system and the
scheme of transfer-cum-demat

Share transfers received by the company

are registered within 15 days from the

date of receipt, provided the documents

are complete in all respects. As stipulated,

an intimation in the form of an ‘option

letter’ is sent to the purchaser / transferee

upon completion of the process of

registration of transfer of shares. A

shareholder who wishes to exercise the

option of direct dematerialisation of

shares without taking the physical

delivery can send the demat request

form as well as the option letter, duly

signed and authenticated by the depository

participant — simultaneously generating

the electronic request — within 30 days

of the date of option letter. If this procedure

is not followed within the prescribed time,

the company will proceed to despatch the

share certificates, duly endorsed in

favour of the purchaser / transferee.

Total number of shares transferred in

physical category during 2001-02 was

1,956,944 (compared to 4,635,006 in

2000-01). Of these, 491,475 shares

were directly dematerialised against

receipt of option forms.
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Dematerialisation of shares

During 2001-02, 5,286,162 shares

(including the shares dematerialised

under the scheme of ‘Transfer-cum-demat’)

were dematerialised — compared to

9,788,492 shares during 2000-01.

The distribution of shares in physical and

electronic mode as on 31 March 2002

and 31 March 2001 is given in Table 1

Global Depository Receipts
(GDRs)

Bajaj Auto issued GDRs in 1994 and the

underlying shares against each of the

GDRs were issued in the name of the

overseas depository namely, Bankers Trust

Company (whose name has changed to

Deutsche Bank Trust Company Americas

from 15 April 2002). As on 31 March

2002, 4,702,378 GDRs were

outstanding, and represented an equal

number of underlying equity shares. Of

these, 3,449,490 shares were held in

electronic form, and 1,252,888 were in

physical form.

Following a decision in the Union Budget

2001, the RBI Notification No.FEMA.41/

2001 dated 2 March 2001 has laid

down some enabling provisions for the

operation of limited two-way fungibility

regarding GDRs issued by the Indian

companies. SEBI registered brokers can

now act as intermediaries to buy shares

on behalf of the overseas investors and

reissue GDRs to them. Similarly, shares

can be sold by the overseas investors in

India, and the corresponding number of

GDRs will be reduced from the number

of shares underlying GDRs held by the

overseas depository. The number of

GDRs shall not exceed the number

originally issued.

Stock code

1. BSE, Mumbai 490

2. NSE BAJAJAUTO

3. Reuters BJAT.BO

4. Bloomberg BJA.IN

5. ISIN INE118A01012

Listing on stock exchanges

Shares of Bajaj Auto are listed on the following stock exchanges:

Name Address

1. Pune Stock Exchange Ltd. Shivleela Chambers, 752 Sadashiv Peth
(Regional Stock Exchange) R B Kumthekar Marg, Pune 411 030

2. BSE, Mumbai 1st Floor, Phiroze Jeejeebhoy Towers
Dalal Street, Mumbai 400 001

3. The Delhi Stock Exchange DSE House, 3/1, Asaf Ali Road
Association Ltd. (DSE) New Delhi 110 002

4. National Stock Exchange Exchange Plaza, Bandra-Kurla Complex,
of India Ltd. (NSE) Bandra (E), Mumbai 400 051

GDRs are listed on the London Stock Exchange, having its office at London
EC2N 1HP, UK.

TABLE 1: Shares held in physical and electronic mode

Categories Position as on Position as on Dematerialisation
31 March 2002 31 March 2001 done during 2001-02

No. of % to total No. of % to total No. of % to total
shares shareholding shares shareholding shares shareholding

Physical 55,916,756 55.26 61,202,918 60.49 5,286,162 5.23

Demat:

NSDL 44,365,716 43.85 39,753,278 39.29 4,612,438 4.56

CDSL 901,038 0.89 227,314 0.22 673,724 0.67

Sub-Total 45,266,754 44.74 39,980,592 39.51 5,286,162 5.23

TOTAL 101,183,510 100.00 101,183,510 100.00  -  -

During the period under review, the

listing fees payable to each of the above

stock exchanges have been paid in full

by the company.
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Market price data

Table 2 gives the monthly highs and lows

of Bajaj Auto’s shares on the Bombay

Stock Exchange (BSE), the National

Stock Exchange (NSE) and for the GDRs,

on the London Stock Exchange.

Chart A depicts the comparable

movements of Bajaj Auto’s shares against

the BSE Sensex, during the year ended

31 March 2002.

TABLE 2: Monthly highs and lows of Bajaj Auto’s shares in 2001-02 (in Rs.)

BSE NSE LONDON SE (GDRs)

Month High Low High Low High Low

April 2001 259.95 216.00 260.00 215.00 270.54 228.12

May 2001 278.45 208.00 278.85 211.10 302.01 225.34

June 2001 291.50 248.00 296.85 245.50 319.50 296.26

July 2001 261.50 226.00 265.00 224.00 322.93 291.03

August 2001 280.00 245.16 277.90 255.30 335.73 317.00

September 2001 274.25 234.00 273.80 232.15 345.62 265.26

October 2001 338.81 245.00 338.90 245.50 336.04 251.87

November 2001 390.00 331.65 392.00 330.10 419.69 343.09

December 2001 405.00 365.10 405.00 361.10 449.58 397.98

January 2002 472.50 376.55 472.50 376.15 496.20 422.19

February 2002 488.85 432.50 493.00 430.40 465.84 439.25

March 2002 504.70 452.00 503.90 451.05 503.79 454.06

Distribution of shareholdings

Table 3 gives details about the pattern of

shareholdings among various categories

as on 31 March 2002, while Table 4 gives

the data according to size classes.

TABLE 3: Distribution of shareholdings across categories

As on 31 March, 2002 As on 31 March, 2001

No. of shares % to total capital No. of shares % to total capital

Promoters and persons 28,926,682 28.59 28,913,112 28.57

acting in concert

Friends and associates 17,680,314 17.47 18,286,878 18.07

of promoters

GDRs * 4,702,378 4.65 4,702,378 4.65

Foreign Institutional Investors 13,840,873 13.68 13,141,626 12.99

Public Financial Institutions 5,146,583 5.09 5,522,956 5.46

Mutual funds 2,464,060 2.44 630,663 0.62

Nationalised and other banks 629,045 0.62 612,912 0.61

NRIs and OCBs 459,180 0.45 534,030 0.53

Other 27,334,395 27.01 28,838,955 28.50

Total 101,183,510 100.00 101,183,510 100.00

* Under the Deposit Agreement, the Depository exercises the voting rights on the shares underlying the GDRs as directed
by the promoters.

CHART A: Bajaj Auto versus BSE Sensex, 2001-2002
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TABLE 4: Distribution of shareholding according to size class as on 31 March 2002

No. of shares Number of shareholders Shares held in each class

Number % Number %

Up to 100  15,717  50.34  804,209  0.80

101 to 200  5,161  16.53  792,523  0.78

201 to 500  4,427  14.18  1,454,341  1.44

501 to 1,000  2,116  6.78  1,500,815  1.48

1,001 to 5,000  2,596  8.32  5,693,234  5.63

5,001 to 10,000  520  1.67  3,640,941  3.60

10,001 to 100,000  536  1.72  16,214,289  16.02

100,001 and above  145  0.46  71,083,158  70.25

Total  31,218  100.00  101,183,510  100.00

Shareholders’ and investors’
grievances

The board of directors of Bajaj Auto has

constituted a shareholders’ / investors’

grievance committee consisting of three

non-executive independent directors to

specifically look into the shareholders’ /

investors’ complaints on various matters.

Routine queries / complaints received from

shareholders are promptly attended to

and replied. Queries / complaints received

during the period under review pertained

to non-receipt of dividend, non-receipt of

annual report, non-receipt of transferred

shares, and change of address and / or

bank particulars. There was nothing

pending to be addressed or resolved.

During the period under review, six letters

were received from SEBI concerning 12

complaints filed by the shareholders on

various matters. In respect of these

complaints, replies have already been

filed with SEBI in the prescribed format.

Copies of the replies have been given to

the complainants as well.

Nomination

Individual shareholders holding shares

singly or jointly in physical form can

nominate a person in whose name the

shares shall be transferable in the case

of death of all the registered shareholder/s.

The prescribed form for such nomination

is being sent by the company to the

shareholders upon request. Nomination

facility in respect of shares held in

electronic form is also available with

depository participant (DP) as per the

bye-laws and business rules applicable

to NSDL and CDSL.

Plant locations

Bajaj Auto has plants located at the

following places:

1. Mumbai-Pune road, Akurdi,

Pune 411 035 (Maharashtra)

2. Bajaj Nagar, Waluj, Aurangabad

431 136 (Maharashtra)

3. MIDC, Plot No A1, Mahalunge

Village, Chakan 410 501

District Pune (Maharashtra)

Address for correspondence

Investors and shareholders can

correspond with the registered office of

the company at the following address:

Bajaj Auto Limited

Mumbai-Pune Road

Akurdi, Pune 411 035.

Tel: (020) 740-6603, 740-6063

Fax: (020) 740-7380

e-mail: investors@bajajauto.co.in

Website: www.bajajauto.com
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2001-02 2000-01 1999-00 1998-99 1997-98

Income

Sales and Other Income 44,027 39,639 42,156 39,072 35,041

Gross Profit after Interest but
before Depreciation and Tax 7,675 5,468 9,705 8,912 8,327

Profit for the year 5,211 2,626 6,137 5,405 4,642

Dividends and Corporate Dividend Tax 1,417 892 1,325 1,060 1,051

Assets Employed

Net Fixed Assets 13,683 13,623 11,143 9,218 6,829
Technical Know-how 128 160 4 7 7
Investments 19,661 11,846 19,524 14,591 11,432
Net Working Capital 3,353 5,873 6,327 6,698 5,496

Total 36,825 31,502 36,998 30,514 23,764

Financed By

A Borrowed Funds
i Cash Credit and Commercial Paper 318 560 1,016 411 127
ii Debentures -  -  -  - 148
iii Sales Tax Deferral 5,890 4,516 3,864 2,996 2,202
iv Others 1,959 61 77 90 105

Total 8,167 5,137 4,957 3,497 2,582

B Shareholders’ Funds
i Share Capital 1,012 1,012 1,194 1,194 1,194
ii Reserves 27,646 25,353 30,847 25,823 19,988

Total 28,658 26,365 32,041 27,017 21,182

Others

Gross Fixed Assets 25,401 24,902 21,216 18,023 15,725

Contribution to Country’s Exchequer 6,185 7,191 7,403 7,538 7,107

Exports 1,596 1,351 1,378 1,584 1,408

Employee Cost 2,379 2,444 2,356 2,309 2,198

BAJAJ AUTO HIGHLIGHTS
Rs. in millions



F I F T Y  S E V E N T H  A N N U A L  R E P O R T

47

2 0 0 1 - 2 0 0 2

2001-02 2000-01 1999-00 1998-99 1997-98

Production

Two-wheelers Nos. 1,198,121 1,053,552 1,259,248 1,202,150 1,161,743

Three-wheelers Nos. 158,342 159,196 173,223 179,615 192,739

Employees Nos. 13,482 13,819 17,213 18,585 18,589

Equity Share Data

Sales and Other Income per equity share Rs. 435 356 353 327 293

Earnings per equity share Rs. 51 22 53 46 39

Cash earnings per equity share Rs. 69 38 65 57 51

Book value of equity share Rs. 283 261 268 226 177

Market Price: Bombay Stock Exchange

a High Rs. 505 392 650 690 969

b Low Rs. 208 221 257 483 474

Dividend % 140 80 100 80 80

Dividend Cover 3.7 2.8 4.8 5.2 4.4

(Including Corporate Dividend Tax)

Ratios

Gross Profit

Sales and Other Income

Profit for the year

Net Worth

Net Worth

Total Assets

Long Term Debt

Net Worth

 # On weighted average equity capital
@ After bonus issue in the ratio 1:2

BAJAJ AUTO HIGHLIGHTS (contd.)

% 17.43 13.79 23.02 22.81 23.77

% 18.18 9.96 19.15 20.01 21.91

% 54 57 59 59 58

0.21 0.17 0.12 0.11 0.11

Times

Times

#

#

#

@

@

@

@

@

@
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Introduction
The directors present their 57th annual report and the audited
statements of accounts for the year ended 31 March 2002.

The directors are pleased to inform that the company has
performed creditably during the year under review and in line with
the expectations expressed in the previous year’s report. The total
sale of two- and three-wheelers went up from 1.209 million
during the previous year to 1.359 million in the year under review,
thereby showing a growth of 12 per cent. This translates into a
growth of 15 per cent in value. With the introduction of new
motorcycles, scooters and other vehicles, the company should post
a healthy growth in the current year.

There was a substantial improvement in the sale of motorcycles
during the year under review to 656,018, a 55 per cent growth
over the previous year. In comparison, the total market for
motorcycles grew by 41 per cent. The sale of geared and ungeared
scooters fell while that of three-wheelers grew modestly when
compared to the previous year. There was a decline in step-thru
sales during the year under review.

DIRECTORS’ REPORT

Operations

2001-02 2000-01
Nos. Nos.

Production

Motorcycle 655,275 427,088

Geared scooter 410,082 446,845

Ungeared scooter 63,641 58,381

Step thru 69,123 121,238

Three wheeler 158,342 159,196

Total 1,356,463 1,212,748

Margins improved during the year under review as compared to
the previous year mainly on account of higher volumes and a
series of initiatives taken to reduce costs and raise productivity
through fixed cost reduction, vendor rationalisation, value
engineering and other means.

Dividend
The directors recommend for consideration of the shareholders at the
ensuing annual general meeting, payment of a dividend of Rs.14
per share (140 per cent), amounting to Rs.1,417 million for the
year ended 31 March 2002. This includes a special dividend of
Rs.2 per share (20 per cent) on account of the one-time premia
received from Allianz AG, Germany, the company’s partner in the
two insurance joint ventures.

Dividend of Rs.8 per share (80 per cent) was paid for the year
ended 31 March 2001.

During the year under review, interim dividend had been declared
at the meeting of the board of directors on 5 March 2002 at the
rate of Rs.14 per share (including Rs.2 as special dividend) and
this had been proposed to be paid to the shareholders on or before
31 March 2002, for which the company had approached the
stock exchanges to consider a reduced notice period for closure of
books. The permission for the same, which had been first given in
principle by the regional as well as the other stock exchanges,
was, however, subsequently withdrawn, in view of SEBI’s advice
to the stock exchanges against granting permission for accepting a
lesser notice period. This meant that there was no possibility of
making the payment of dividend on or before 31 March 2002. As
a result, the company decided to rescind the decision to pay
interim dividend to its shareholders.

Research & development and technology absorption
The company’s versatile R&D facility, supplemented by foreign
technology inputs is equipped to undertake a variety of R&D
assignments in the design and development of two and three
wheeled vehicles and their engines.

During the year under review, the company renewed its technical
assistance arrangements with Kawasaki Heavy Industries Ltd. It
further reinforced the technological help from Kawasaki & Tokyo
R&D, Japan in a few additional projects of product development
and technical consultancy. A consultancy assignment was also
concluded for setting up a state-of-the-art test facility for two- and
three-wheelers.

During the year under review, the company launched Pulsar 150
and Pulsar 180 motorcycle models, which have received a good
response in the market.

The company upgraded the Boxer and developed a variant of its
popular Caliber motorcycle called Caliber Croma. All these models
have been launched.

The company has designed a 125 cc motorcycle with Kawasaki
Heavy Industries Ltd., which is in the final stage of development. This
motorcycle will be launched towards the end of the current year.

The company has developed a 112 cc four-stroke scooter engine
and this has been adopted on Chetak four-stroke scooter.

Financial results
2001-02 2000-01

Rs. million Rs. million

Sales & other income 44,027 39,639

Gross profit before interest & depreciation 7,709 5,542

Interest 34 74

Profit before depreciation 7,675 5,468

Depreciation 1,797 1,773

Extraordinary item of expenditure -
Compensation paid under
voluntary retirement scheme - 799

Premium on Insurance Ventures 1,170  -

Profit before taxation 7,048 2,896

Provision for taxation 1,837 270

Profit after tax provision 5,211 2,626

Disposable surplus after
adjustments for earlier years 5,182 2,500

Proposed dividend (inclusive of tax) 1,417 892

Balance carried to General Reserve 3,765 1,608

Earnings per share (Rs.) 51.21 22.46
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The company has developed a high power two-stroke engine using
side draught carburetor. The Legend NXT-2 scooter, using this
engine, was launched during the year under review.

The company has upgraded the four-stroke scooters namely
Legend and Chetak 4S to meet the stringent requirements of the
US regulations and your company has started supplies to the
United States of America. Further, a project of upgrading the three
wheelers to meet these regulations is in hand and supplies are
expected to start in the current financial year.

After successful introduction of the autorikshaw running on CNG in
Delhi and Mumbai, the company has indigenously designed and
developed a goods carrier running on CNG. A pilot lot of 25 vehicles
was manufactured. The model will be launched in the current year.

The company has designed and developed a rear engine diesel
goods carrier, which is at the final stage of testing. This vehicle
will be launched in the current year.

Spirit 50 cc vehicle homologated for EEC countries has been
upgraded to meet the next stage of stringent emission norms
applicable in EEC countries. This model has been re-homologated
and the supplies to these countries have commenced.

! Close monitoring and controlled distribution of water.
! Improving quality of treated effluent from effluent treatment

plants(ETPs) by upgrading  and installing ‘at source’ ETPs.
! Extending use of treated effluent in additional areas such as

process plants in electroplating and paint shops.

Reducing cost of LPG and other fuels used:
! Reducing consumption of fuels by close monitoring at different

user locations.
! Extending use of Reliance LPG in Heat Treatment shops at

Waluj and Paint shop at Akurdi.

Details of investment made to reduce energy and water
consumption:
! Total investment of Rs.6.5 million has been made to install

conserve air system and rearrangement of compressors to
reduce consumption of electrical energy.

! Total investment of Rs.1 million has been made to reorganise
use of air conditioners and lighting arrangement.

! To improve the recycling of treated effluent, total investment
of Rs.7.5 million has been made to upgrade the main ETP at
Waluj and Rs.3 million for ‘at source’ neutralisation system at
Electroplating Shop, Akurdi.

! Total investment of Rs.0.5 million has been made in changing
over from regular LPG to Reliance LPG, commissioning
heatless vaporisers, etc.

Impact of measures taken in reduction:
! Due to measures taken to conserve electrical energy, there is an

overall reduction of 5 per cent in electrical units consumed in
three plants.

! Due to continuous efforts in reducing water consumption, there
is a 29 per cent reduction in total water consumption.

Wind power project
112 windmills of 0.35 MW capacity each which were installed
during the previous year at Vankusavade, Satara district, generated
during the year under review 65 million units of electricity.

20 windmills of 1 MW capacity each were progressively completed at
Supa, Ahmednagar district by December 2001 and generated 11
million units of electricity till 31 March 2002.

In addition to the above, a new project which was initiated to
install 6 windmills of 1 MW capacity each at Vankusavade, Satara
district has been commissioned on 30 March 2002.

Power generated by the windmills is fed into the MSEB grid and
the units thus credited are adjusted against the monthly electricity
bills for the plants at Akurdi and Waluj. Similar adjustment will
commence shortly at the Chakan plant.

With the commissioning of all the phases, total annual power
generation is expected to be around 116 million units. This covers 90
per cent of the current annual power requirements of the company.

Till 31 March 2002, the company has availed of sales tax benefit to
the extent of Rs.389 million. In addition to this, the company has
benefited by way of depreciation benefit and income tax shield.

The cumulative capital investment made in wind power projects at
Satara and Ahmednagar districts is Rs.2.941 billion.

Expenditure on research and development during the year under

review was:

2001-02 2000-01

Rs. million Rs. million

i. Capital
(including technical knowhow) 36.3 286.8

ii. Recurring 337.8 323.5

iii. Total research and development
expenditure as a percentage of
total sales, net of excise duty 1.04  2.02

Conservation of energy
As a part of the constant efforts to conserve energy and natural
resources, following steps have been taken:

Conservation of electrical energy:
! Installation of conserve air system at Akurdi and Chakan plants.

This has helped the company achieve 15 per cent savings in
energy cost for providing compressed air in the plants.

! Commissioning of heatless vaporisers for vaporising LPG
required in heat treatment shops.

! Optimum use of automatic power factor correction units to
achieve a power factor near unity. This has helped the
company not only in getting certain incentives from MSEB, but
also in achieving better voltage control and longer life of
electronic devices and components.

! Improvement in use of lights and electronic ballast.
! Review of all areas covered by AC, redefining the requirements

and maintaining AC temperature at optimum level on a case to
case basis.

! Close monitoring of cellwise energy consumption and reduction
in energy consumption by avoiding wastage, optimising horse
power of motors, etc..

Conservation of water:
! Creating overall awareness to avoid wastage of water.
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Foreign exchange earning & outgo
The company’s exports during the year under review recorded an
appreciable growth from Rs.1.351 billion to Rs.1.596 billion.
Exports, during the year under review, consisted of 44,311 two-
and three-wheelers as against 30,652 two- and three-wheelers
during the previous year, a growth of 45 per cent.

The export of company’s two-wheelers grew substantially by 85
per cent, while the level of three-wheelers export remained almost
unchanged over last year. Motorcycles registered an increase of
172 per cent, while the geared scooters grew by 31 per cent.

In spite of the fallout of September 11 events and other
contributing factors, the response to the product range from all
major overseas markets of the company was positive. Sales in
South American region went up by 85 per cent and in the South
East Asian region by 41 per cent.

The company organised its first-ever overseas convention, ‘The
Bajaj Convencion Latin Americano – Lima 2001’, in Peru in July
2001. All Bajaj distributors in Latin American countries took part
in this event, where the new range of four-stroke scooters and the
motorcycles was formally launched. The response has been very
positive and contributed to the growth in exports to the region and
a boost to the brand image.

The company re-entered the prestigious market of United States
of America during the year with Legend and Chetak four-stroke
scooters. Both the models are meeting the Department of
Transport (DOT) and Environment Protection Agency (EPA)
standards of all the states in the country.

The company’s products have re-entered Indonesia and entered
Brazil, during the year under review. They are both potentially
large markets and are expected to be the future growth engines in
the international markets for the company.

The export of motorcycles to Sri Lanka registered a significant
growth, in spite of the adverse economic conditions that prevailed
throughout the year in that country. Exports to Bangladesh also
registered a good growth during the year under review.

The total foreign exchange earned by the company during the year
under review was Rs.1,623 million as against Rs.1,391 million
during the last year.

The total foreign exchange outflow during the year under
review was Rs.1,796 million towards import of raw materials,
components, machinery spares, capital equipment and other
expenditure as against Rs.3,384 million during the last year.

Industrial relations
The wage settlement dated 21 June 1998 covering the workmen
at Akurdi plant expired on 30 November 2001. The Bharatiya
Kamgar Sena, the recognised union has given its notice dated
1 October 2001 for termination of the said settlement and
submitted its charter of demands dated 30 November 2001. Your
company has also given its charter of expectations to the Union.
Negotiations are in process.

The company announced and operated during the year under review,
a voluntary retirement scheme for staff, both at Akurdi and Waluj
plants. The scheme was availed of by a total of 171 staff members.

Relations with staff members and workmen at Akurdi, Waluj and
Chakan Plants continue to be peaceful and cordial.

The following major matters are in different stages in various courts:
! The company has filed eight Special Leave Petitions in the

Supreme Court against the orders of the Bombay High Court
pertaining to granting of benefits of permanency in employment
to the temporary workmen of Akurdi and Waluj plants.
Hearings are in progress.

! The matter of abolition of contract labour by the State Advisory
Board in Writ Petition No 4023 / 2001 filed by the contract
labour.

! The matter regarding contract labour before the Labour Court.

Rural and community development activities and
empowerment of women
Jankidevi Bajaj Gram Vikas Sanstha (JBGVS) continued with the
integrated development of 20 villages in Pune district and 4 in
Aurangabad district and in social welfare activities of Samaj Seva
Kendra, Akurdi. JBGVS acted as a catalyst and encouraged active
participation of the villagers laying adequate stress on empowerment
of women. The following were the highlights of the activities:
! A novel project for purification and chlorination of river water

having long term benefits of providing potable drinking water
in three villages was launched with financial participation of
Rotary Club of Poona North and Zilla Parishad. Three plants
working on gravity and costing about Rs.1 million, were
installed.

! In another village, with financial help of Rotary Club of Poona
North, Aqua Guard water purifiers were fitted to the drinking
water tank of the local High School.

! Kapila Dairy Project for landless tribals involving the purchase of
50 cows and construction of 50 cowsheds, is nearing completion.

! Women from 94 saving groups have saved Rs.1.2 million so
far and some have started income generation activities.

! In village Bokud Jalgaon of Aurangabad district, land levelling /
farm bunding (Net Plan) was completed on 20 hectares land,
with 94 per cent financial contribution by the farmers and
balance by JBGVS.

! 12 literacy classes for 258 villagers, mostly women have been
started in Pune area and 2 in Aurangabad area.

Developments in information technology applications
To meet the rapidly changing and complex business information
requirements of today, the company is upgrading its IT Systems
with the introduction of an Enterprise Resource Planning (ERP)
package during the year under review.

SAP India have been selected for their ERP package, ‘my SAP’ and
Pricewaterhouse Coopers is entrusted with the work of
implementation thereof. The process of implementation is planned in
a phased manner and is expected to be completed by April, 2003.
The overall project cost for the above is expected to be around
Rs.300 million.

Insurance joint ventures
Bajaj Allianz General Insurance Company Ltd., a joint venture
between Bajaj Auto (74 per cent) and Allianz AG (26 per cent)
received its licence from the Insurance Regulatory & Development
Authority on 3 May 2001. The company has a paid up capital of
Rs.1.1 billion. The company sold its first policy on 10 May 2001
and it has already achieved a gross written premium of Rs.1.42
billion in the operations upto March 2002, thus making it the
largest private sector general insurance company in the country.
The company has during the year set up eight regional and 21
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branch offices and offers a complete range of general insurance
products to its customers.

Allianz Bajaj Life Insurance Company Ltd., a joint venture between
Bajaj Auto (74 per cent) and Allianz AG (26 per cent), received its
licence from the Insurance Regulatory and Development Authority
in August 2001. Allianz Bajaj, with
a paid up capital of Rs.1.5 billion, sold its first policy in
September, 2001 and has been able to sell 21,000 policies with a
premium of Rs.71.4 million and has emerged as one
of the fastest growing life insurance companies in the private
sector. The company has already established regional and branch
offices in 18 cities. It offers five individual life products
in 46 packages, two group products in four packages and two
products specially developed for the rural market. The company
has recently introduced the Save Care Economy single premium
endowment plan. Keeping in line with the commitment to the rural
and social sectors, the company has issued over 3,800 policies in
the rural sector and covered over 2,500 lives in the social sector.

Consolidated financial statements
The directors also present the consolidated financial statements, duly
incorporating the financial statements of the subsidiaries (Bajaj Auto
Holdings Ltd., Bajaj Allianz General Insurance Co Ltd. and Allianz
Bajaj Life Insurance Co Ltd.) pursuant to the amendments made to
the listing agreement recently.

Directors
Rajiv Bajaj, President has been appointed as a director for
a period of five years with effect from 5 March 2002. The
appointment of and remuneration payable to Rajiv Bajaj as
an additional director and whole-time director are subject to
the approval of the shareholders in the ensuing annual
general meeting.

Shekhar Bajaj and Atul Kirloskar retire from the board by rotation
and being eligible offer themselves for reappointment.

Directors’ responsibility statement
As required by sub-section (2AA) of section 217 of the Companies
Act, 1956, directors state:
! That in the preparation of annual accounts, the applicable

accounting standards have been followed along with proper
explanation relating to material departures.

! That the directors have selected such accounting policies and
applied them consistently and made judgments and estimates
that are reasonable and prudent so as to give a true and fair
view of the state of affairs of the company at the end of the
financial year and of the profit or loss of the company for that
period.

! That the directors have 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.

! That the annual accounts have been prepared on a going
concern basis.

Statutory disclosures
A statement relating to the subsidiary companies, Bajaj Auto
Holdings Ltd, Bajaj Allianz General Insurance Company Ltd. and
Allianz Bajaj Life Insurance Company Ltd. pursuant to section 212
of the Companies Act, 1956 is attached to the balance sheet.

Particulars of employees required under section 217 (2A) of the
Companies Act, 1956 and the Companies (Particulars of
Employees) Rules, 1975, as amended are given in the statement
attached as Annexure 1.

Particulars regarding technology absorption, conservation of
energy and foreign exchange earning and outgo required under
section 217 (1) (e) of the Companies Act, 1956 and Companies
(Disclosure of Particulars in the report of board of directors) Rules,
1988 have been given in the preceding paras.

Directors’ Responsibility Statement as required by section 217
(2AA) of the Companies Act, 1956 appears in a preceding para.

Certificate from auditors of the company regarding compliance of
conditions of corporate governance is annexed to this report as
Annexure 2.

A Cash Flow Statement for the year 2001-02 is attached to the
balance sheet.

Corporate governance
Pursuant to clause 49 of the listing agreement with stock
exchanges, a separate section titled ‘Corporate governance’ has
been included in this annual report along with management
discussion and analysis report and shareholder information report.

Reconciliation of accounts under US GAAP and IAS
The directors continue to review the accounts in their presentation
under Generally Accepted Accounting Principles (GAAP) in the US
and International Accounting Standards (IAS).

A statement of reconciliation of significant differences in
shareholders’ equity and net income as at and for the year ended
on 31 March 2002 and 2001 between Indian Generally Accepted
Accounting Standards (GAAS), US GAAP and IAS, notes to
reconciliation and an independent Accountants’ Review Report are
set out in this annual report.

Auditors’ report
The observations made in the Auditors’ Report, read together with the
relevant notes thereon are self-explanatory and hence, do not call for
any comments under section 217 of the Companies Act, 1956.

Auditors
The members are requested to appoint the auditors for the period
from the conclusion of the ensuing annual general meeting till the
conclusion of the next annual general meeting and to fix their
remuneration.

Your company has received a Government Order for conduct of the
audit of cost accounts, maintained by the company for the year
ending 31 March 2003. Mr. A P Raman, Cost Accountant, Pune
has been appointed as cost auditor to conduct the said audit and
the Government approval in this regard has been obtained.

On behalf of the Board of Directors

11 May 2002 Chairman
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Annexure 1
Information as per section 217(2A)(b)(ii) read with the Companies (particulars of employees) Rules, 1975 and forming part of Directors’ Report for the year ended 31 March 2002

To
The Board of Directors
Bajaj Auto Limited
Akurdi
PUNE 411 035

Re : REPORT ON CORPORATE GOVERNANCE
We have examined the records concerning the Company’s compliance of the conditions of Corporate Governance as stipulated in Clause 49 of the
Listing Agreement entered into by the Company with the Stock Exchanges of India for the financial year ended on March 31, 2002.

The objective of our examination is to give our opinion on whether the Company has complied with the conditions of Corporate Governance as stipulated
in the provisions of Clause 49 of the Listing Agreement entered into by the Company with the Stock Exchanges of India.

Our examination was limited to procedures and implementation thereof, adopted by the Company for ensuring the compliance of the conditions of
the corporate governance. It is neither an audit nor an expression of an opinion on the financial statements of the company.

We have conducted our examination on the basis of the relevant records and documents maintained by the Company and furnished to us for
examination and the information and explanations given to us by the Company.

Based on such examination, in our opinion, the Company has complied with the conditions of Corporate Governance as stipulated in Clause 49 of
the Listing Agreement of the Stock Exchanges of India.

We further state that such compliance is neither an assurance as to the future viability of the Company nor to the efficiency with which the
management has conducted the affairs of the Company.

For and on behalf of
Dalal & Shah
Chartered Accountants

Anish Amin
Partner
Mumbai:
11th May, 2002

Annexure 2
Auditors’ Certificate regarding compliance of Corporate Governance

Sr. Name Designation/ Gross Qualifications Age Total Date of Last Emploment and Designation
No. Nature of Duties Renumeration (Years) Experience Commencement

(Rupees) (Years) of Employment

A)  Employed throughout the financial year
1 Bajaj Madhur Vice Chairman 3,514,690 B Com , MBA 49 22 21-06-1986 Bajaj International Pvt Ltd. Chief Executive

2 Bajaj Rahul Chairman and 5,665,411 BA (Hons), LLB, MBA (Harvard) 64 42 01-04-1970 Bajaj Tempo Ltd. Dy. Gen. Manager
Managing Director Stationed as Director -

Managing Agents
at Pune from 01-01-1965

3 Gupta Ranjit Vice President 2,799,947 Inter SC, MIME, AMIPE, FIEE 59 36 19-03-1988 Maruti Udyog Ltd. General Manager
(Insurance)

4 Menon P B Vice President 3,123,705 B Sc (Mech. Engg.), M E (Mech.) 57 25 12-07-2000 Apollo Tyres Ltd. Head-Limda Plant
(Projects)

5 Ravichandran R L Vice President 3,381,909 B Com, PGDBM 52 32 27-01-1998 TVS-Suzuki Ltd. Vice-President
 (Busn Dev. and Mktg.) (Marketing and Sales)

6 Tripathi C P Vice President 2,579,954 B Sc, B Tech, DIIP 60 36 22-01-1996 Escorts Ltd. Chief General Manager
(Operations) (Material and Prod.)

B)  Employed for part of the financial year
1 Joshi N J Co Secretary 1,349,668 M Com, ACS 61 41 26-12-1973 C T R Mfg. Industries Ltd. Asst. Company Secretary

Notes
1 Gross remuneration includes Salary, Bonus, Allowances, Commission, Cost of other perquisites calculated on the basis of rules prescribed in this behalf by the

Department of Company Affairs but excludes Compensation paid under Voluntary Retirement Scheme. It also includes company’s Contribution to Provident
Fund, Superannuation Fund and other Funds.

2 All employees have adequate experience to discharge the responsibilities assigned to them.
3 The nature of employment in all cases is contractual. Appointment of Rahul Bajaj is for a period of five years with effect from 1 April 2000. Appointment of

Madhur Bajaj is for a period of five years with effect from 6 November 2000.
4 The services of all the above employees, who were on the rolls of the company as on 31 March 2002 are terminable by either side by giving three months’

notice.
5 None of the employees mentioned above is a relative of any directors of the company, other than  Madhur Bajaj (Sr. No. 1 under “A”) who is brother of  Shekhar

Bajaj, director of the company and Rahul Bajaj (Sr. No. 2 under “A”) who is father of Rajiv Bajaj, wholetime director of the company.
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Profit and Loss Account for the year ended 31 March
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Schedules No. 1-14
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Schedule 7 - Investments, at Cost (Unless otherwise stated)
�����

�����	
����

������ ���������� ������

���������	��
��������
�������
���

���
��

� �������������	��������� �!"��#��
$����

�����
����%���������&'(( &)�(*&)(�' �

� ����)�*������	��������� �!"��#��
$����

�����
����%����������'(( ���(�)'( �

� ����)���������	��������� �!"��#��
$�������

��
����%����������'(( �(��&(&*� �

� ����)��'������	��������� �!"��#��
$���'���

��
����%����������(( �*'(�(��� �

�� �������'������	��������� �!"��#��
$�������

��
����%����������'(( ��*(*��(*�� �

� ������*'������	��������� �!"��#��
$�������

��
����%���������*'(( '*)('��(��& �

� ������*�������	��������� �!"��#��
$���'���

��
����%����������(( �&&(�'�(&&� �

��� ��������������	��������� �!"��#��
$���&���

��
����%���������''(( �()�(&� �

� �������*�������	��������� �!"��#��
$���'���

��
����%����������'(( )&'(&�()�� �

� �������'������	��������� �!"��#��
$�������

��
����%����������(( ���(�&&(��) �

� ���������������	��������� �!"��#��
$���*���

��
����%�����������('( ��)(�(��' �

� ����+�	�����&*�,�-������	��������� �!"�

.	����	-�/"%%�����������
����%�����

�����(( �&*(�*(*'* �

�)('( ��*('(��0�"�������������
�����0�"�

.	�������� �!"��0�!�	�0�"��#
������)&* �*())&()&� *)�(�*�(*&�

1 *(( ��((��0�"�������������
�����0�"�

.	������� �!"����!�	������%-� �
����2%����))) *�(��()�& ))('�(

3���	 '�*(*�(�'� ��(&*(�&'

&('*(�'(&*� &�(���(��&

��������
��

&�4��	��5��"���%�#��"�6�7�	�"�"
�����������

��
����%�����������(' ��(' ��('

�(�* 0�"�������������
�����0�"��.	������� �!"����!�	

8����	��7��"��%�0�"��#
������))�8�
����  ���*( ��*(

����7���	"9��"�����%!�"����	�6�6��/�
$�!�:���

��
�"��9%���#�
�	"�"���.	�����#�	"��� 8�

���!����9%��"����	���"����	�������
��!�%�

���
"�"�!����	�"���66	�6��"�6���

�����()�('�� ��&�()�)(��) �

�&*(��*(��) ��'('

7�		"�!�3��	 &(�&�(��'(��& &�('�(��&



B A J A J  A U T O  L T D

62

'( ���'����!����9%��7���%��"���5���7����	�"9%�

2	���	��
��#��	�������������
��"��.����	�"�!

�"%%��:"�"��! '(( '((

� ��(��������!����9%��7���%��"��

2	���	��
��#��	�������������
�

"�����%�:"�"��! � �((

� �'(������3��"���%%-�7����	�"9%�

7���%��"�����!����9%��2	���	��
��#��	�����

�������
��"����	��6�9�!�;%�
�	"
�%�

2	"�����:"�"��! � '((

�(( ����7���%��"���5�����	�"
"���"�6

��!����9%���2	���	��
��#��	����������

��
��"��/�<�<�;%�
�	"
�%��:"�"��! �(( �((

�( ������!����9%��5���7����	�"9%��7���%��"��

2	���	��
��#��	�������������
�

"��/"	%��8=:�:"�"��! �(( �((

�� ��((����'��7���%��"�����!����9%�

2	���	��
��#��	�������������
��"��,��"

.	�!"�6���!� �����������:"�"��! � �((

�(( ����)��'��7���%��"�����!����9%��2	���	��
�

#��	�������������
��"��,��"�.	�!"�6���!

 �����������:"�"��! �(( �

�( ������!����9%��7���%��"���2	���	��
�

#��	�������������
��"��,��
���

 �!���	"���:"�"��! �(( �((

� ��((����'��7���%��"�����!����9%�

2	���	��
��#��	�������������
��"��������<�%"

.	�!"�6���!� �����������2	"�����:"�"��! � �((

�(( ����)��'��7���%��"�����!����9%��2	���	��
�

#��	�������������
��"��������<�%"�.	�!"�6

��!� �����������2	"�����:"�"��! �(( �

�(( �&����!����9%��7���%��"���2	���	��
�

#��	�������������
��"�����!��%�����	$��"�6

7�����-�:"�"��! �(( �((

�'( ����7���%��"�����!����9%��2	���	��
�

#��	�������������
��"��>"��
��%�?���	"��"


7�����"
��"����:"�"��! �'(( �'((

�(&&�(� ��'����!����9%��7���%��"���2	���	��
�

#��	�������������
��"�� ?7 �:"�"��! �&(&��( �&(&��(

�*( ����7���%��"�����!����9%��2	���	��
�

#��	�������������
��"��@���!A�%�

#�
�	"�"���:"�"��! �*(( �*((

Schedule 7 - Investments, at Cost (Unless otherwise stated) (contd.)
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Schedule 7 - Investments, at Cost (Unless otherwise stated) (contd.)
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Schedule 7 - Investments, at Cost (Unless otherwise stated) (contd.)
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2 0 0 1 - 2 0 0 2
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Schedule 8 - Current Assets, Loans and Advances
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Schedule 8 - Current Assets, Loans and Advances (contd.)
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2 0 0 1 - 2 0 0 2

Schedule 9 - Current Liabilities and Provisions
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Schedule 10 - Other Income
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Schedule 11 - Materials
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Schedule 12 - Other Expenses
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Schedule 13 - Interest
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2 0 0 1 - 2 0 0 2

Schedule 14 - Notes forming part of Accounts
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Schedule 14 - Notes forming part of Accounts (contd.)
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Disclosure of Transactions with Related Parties as required by the Accounting Standard - 18 :
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Disclosure of Transactions with Related Parties as required by the Accounting Standard - 18 (Contd.)
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Annexure referred to in Note 9 in Schedule 14 to the Accounts for the year
ended 31 March 2002 (contd.)



B A J A J  A U T O  L T D

88

Statement showing particulars as prescribed in the amendment to Schedule VI to the
Companies Act, 1956 vide Notification No.G.S.R.388 (E) dated 15 May 1995
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Statement showing particulars as prescribed in the amendment to Schedule VI to the
Companies Act, 1956 vide Notification No.G.S.R.388 (E) dated 15 May 1995 (contd.)
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Cash Flow Statement
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2 0 0 1 - 2 0 0 2

Cash Flow Statement (contd.)
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Cash Flow Statement (contd.)
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2 0 0 1 - 2 0 0 2

Statement pursuant to Section 212 of the Companies Act, 1956 relating to Subsidiary Companies
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BAJAJ AUTO LTD AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET
AND PROFIT AND LOSS ACCOUNT
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2 0 0 1 - 2 0 0 2
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Report of the auditors on the consolidated financial statements
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Consolidated Balance Sheet as at 31 March 2002
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2 0 0 1 - 2 0 0 2

������� �/�&��� �/�&���

Consolidated Profit and Loss Account for the year ended 31 March 2002
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Schedules No. 1-17 �����������	���
�������	����
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Schedule 1 - Share Capital
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2 0 0 1 - 2 0 0 2

Schedule 3  - Funds for future appropriation in Policyholders’ Account
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Schedule 6  - Fixed Assets
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Schedule 8 - Investments, at cost (unless otherwise stated)
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2 0 0 1 - 2 0 0 2

Schedule 9 - Current Assets, Loans and Advances
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Schedule 9 - Current Assets, Loans and Advances (contd.)
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2 0 0 1 - 2 0 0 2

Schedule 10 - Current Liabilities and Provisions
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Schedule 11 -  Miscellaneous expenses to the extent not written off
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Schedule 12 - Other Income
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Schedule 13 -  Operating Results for Insurance Business
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Schedule 15 - Other Expenses
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Schedule 16 - Interest
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Schedule 17 - Notes forming part of the Accounts
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Disclosure of Transactions with Related Parties as required by the Accounting Standard - 18 : (contd.)
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Disclosure of Transactions with Related Parties as required by the Accounting Standard - 18 : (contd.)
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Reconciliation of Significant Differences in Shareholders’ Equity and Net Income Between
Indian Generally Accepted Accounting Standards (“Indian GAAS”),  US Generally Accepted
Accounting Principles (“US GAAP”) and International Accounting Standards (“IAS”)
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Reconciliation of Significant Differences in Shareholders’ Equity and Net Income Between
Indian Generally Accepted Accounting Standards (“Indian GAAS”),  US Generally Accepted
Accounting Principles (“US GAAP”) and International Accounting Standards (“IAS”) (contd.)
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Notes to the Reconciliation of Significant Differences Between Indian Generally Accepted
Accounting Standards (“Indian GAAS”), US Generally Accepted Accounting Principles (“US
GAAP”) and International Accounting Standards (“IAS”) for the year ended 31 March 2002
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Notes to the Reconciliation of Significant Differences Between Indian Generally Accepted Accounting
Standards (“Indian GAAS”), US Generally Accepted Accounting Principles (“US GAAP”) and
International Accounting Standards (“IAS”) for the year ended 31 March 2002  (contd.)
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Balance Sheet as at 31 March
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2 0 0 1 - 2 0 0 2

"##" "## 

������� ������� ������� �������

Profit and Loss Account for the year ended 31 March

�����

������  "& ,(&)*#  "&'##&'-+

;��������������
� (#&" # )*&#+*

;�
����
�9<����&�
	6����
���	����������

���������!�	�����'&',,&++(%

7�������
�����	������ ((#&### ((#&###

7
��� ""&-,*&'-* "(&,,"&+""

"+&++*&'-* ")&'+"&+""

���
�������� ��5 '&,##

�����
�����	������;����
���
�&��
 5 +((&+"+

7
����;�����

�������	������������
� 5 (,-&'# 

����!�����
��	�	�������������	
� +'&*#-  (&(+#

�����������:��.��2�����=���� �5 +#)&(#+

+(&) #&",) '#& - &+* 

 !��������

;�
����


7����6��.�	�� ",&'*+&,+" "(&'( &)')

7
�����6������ ) �� (#& *+ ( *&,,)

.��������	������;����
���
� )&(#" 5

.������������
�������������
��� *'&-#" 5

�������������������
��������	������������
���
� -'"&-#" 5

�������	
��� +#&#-" + &)('

�"*&( ,&##+ ")&##+& ,)

�����
��������
	6	
��� )&#*"&",+  '& ),&"#(

��������������
	6	
����9�������2��	�"�����

����>�	�
��?	6&����������!�	�����"#&###% "#&### )##&###

�����
�����
���!�	� �)&#-"&",+  +&(),&"#(

?	6�	���
���
�����	
��2�
���	������!�	�� 5  &+'#&* ,

�)&#-"&",+  '&*#*& "+

�������������� "&'(#&### '&*##&###

������	
���������?	6�
������ �5 '**&,##

�"&'(#&### (&+**&,##

�+&)""&",+ *&(#*&+"+

?�	��������
�����������������
�������

�����
����'(0;�9 %�������������	�4����;��	���
&� *+'  &" '&(## "&*, &*##

?�	��������
��<����	��������� "&'#-&-,+ )&("-&'"+

�	�	�����	�����
���	�	��������
 5 ��5

:�
���������2��	�
����
���������
� -

�����������	

	���������
���������	
�

����	��������	�������	�	��	����	�

��	�
����������
	�
�

�������
	

�	�����	�	� �����
���

���������	�	� �	�����	�	�

�	�
���

����	���  ��	!�"##" ����	���  ��	!�"##"



����� ��	
����������
�B A J A J  A U T O  H O L D I N G S  L T D

124

Schedules No. 1-7 Annexed to and forming part of the Balance Sheet as at and
the Profit and Loss Account for the year ended 31 March 2002.

Schedule 1 - Share Capital
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2 0 0 1 - 2 0 0 2

Schedule 3 - Investments, at Cost  (unless otherwise stated)
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Schedule 3 - Investments, at Cost (contd.) (unless otherwise stated)
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2 0 0 1 - 2 0 0 2

Schedule 4  -  Current Assets, Loans and Advances
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Schedule 5  -  Current Liabilities and Provisions
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Schedule 6  -  Other Expenses
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Schedule 7  -  Notes forming part of the Accounts
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2 0 0 1 - 2 0 0 2
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���������� to be of a permanent nature, however, provision of Rs.742,702 (previous year Rs.NIL) for
such diminution as considered necessary by the management has been made in the Accounts.

5. Previous year’s figures have been regrouped wherever necessary.

Schedule 7  -  Notes forming part of the Accounts (Contd.)
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Balance Sheet Abstract and Company’s General Business Profile (Part IV)
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1. MARKET SCENARIO IN THE GENERAL INSURANCE INDUSTRY
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2. SUMMARY OF OPERATIONS FOR THE YEAR

Capitalisation of the company
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Regional and Branch Office Network
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DIRECTORS’ REPORT
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Volume of business, Market Focus etc.
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4. PARTICULARS REGARDING CONSERVATION OF ENERGY AND
TECHNOLOGY ABSORBTION
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3. FINANCIAL RESULTS
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8. DIRECTORS’ RESPONSIBILITY STATEMENT
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10. AUDITORS
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11. CHANGE OF REGISTERED OFFICE
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AUDITORS’ REPORT
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Profit and Loss Account for the year ended 31 March 2002
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Balance Sheet as at 31 March 2002
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Schedule 1 -  Premium Earned (Net)
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Schedules to and forming part of the Revenue Accounts and Profit and Loss account for the
year ended on and to Balance Sheet as at  31 March, 2002

Schedule  1 - Premium Earned (Net) (contd.)
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Schedules to and forming part of the Revenue Accounts and Profit and Loss account for the
year ended on and to Balance Sheet as at  31 March, 2002

Schedule  2(a) -  Claims incurred (Net)

Schedule  2(b) -  Claims incurred (Net)
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Schedules to and forming part of the Revenue Accounts and Profit and Loss account for the
year ended on and to Balance Sheet as at  31 March, 2002

Schedule 3(a) - Commission expenses

Schedule 3(b) - Commission expenses
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Schedule 4 - Operating Expenses related to Insurance Business
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Schedule 5 - Share Capital
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Schedule  6 - Investments
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Schedule 7 - Fixed Assets
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Schedule 9 - Advances and Other Assets
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Schedule 10 - Current Liabilities
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Statement showing particulars as prescribed in the amendment to Schedule VI to the
Companies Act, 1956 vide Notification No.G.S.R.388 (E) dated 15 May 1995
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Statement showing particulars as prescribed in the amendment to Schedule VI to the
Companies Act, 1956 vide Notification No.G.S.R.388 (E) dated 15 May 1995 (contd.)
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Related Party Disclosures under AS 18 of ICAI (for the year ended 31-3-2002) (Refer Schedule 12- Note 10)
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DIRECTORS’ REPORT

���������	
���
��
����
�����	����������������������	����	�������	

����������
�	��
��	�������
����������������	
���������������

1. INCORPORATION AND CAPITALISATION OF THE COMPANY
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2. MARKET SCENARIO IN THE LIFE INSURANCE INDUSTRY
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3. SUMMARY OF OPERATIONS FOR THE YEAR
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4. PRODUCTS
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6. MARKETING TIE UPS AND RELATIONSHIPS
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7. EMPLOYEES
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8. AUDIT COMMITTEE
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9. FOREIGN EXCHANGE EARNINGS AND EXPENDITURE
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10. DIRECTORS
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11. AUDITORS
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12. CHANGE OF REGISTERED OFFICE
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13. DIRECTORS’ RESPONSIBILITY STATEMENT
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14. APPRECIATION
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Profit and Loss Account for the Period ended 31 March 2002
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Balance Sheet as at 31 March 2002
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Schedules forming part of financial statements for the period ended 31 March 2002

Schedule -1 Premium
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Schedules forming part of financial statements for the period ended 31 March 2002 (contd.)

Schedule - 3  Operating expenses Related to Insurance Business
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Schedules forming part of financial statements for the period ended 31 March 2002 (contd.)

Schedule - 4  Share Capital
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Schedules forming part of financial statements for the period ended 31 March 2002 (contd.)

Schedule - 5 Investments - Shareholders
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Schedule - 7  Fixed Assets
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Schedules forming part of financial statements for the period ended 31 March 2002 (contd.)
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Schedules forming part of financial statements for the period ended 31 March 2002 (contd.)

Schedule - 8 Cash and Bank balances
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Schedules forming part of financial statements for the period ended 31 March 2002 (contd.)

Schedule - 10 Current liabilities
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Schedules forming part of financial statements for the period ended 31 March 2002 (contd.)
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Schedules forming part of financial statements for the period ended 31 March 2002 (contd.)
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Schedules forming part of financial statements for the period ended 31 March 2002 (contd.)
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Cash flow statement for the period 12 March 2001 to 31 March 2002
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Balance Sheet Abstract and Company’s General Business Profile (Part IV)
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