
Dear Shareholder,

I began the practice of writing the Chairman's

letter in the Annual Report of 1998-99. These have

been fairly detailed letters, where I have attempted

to share with you the results of your company as

well as our plans for the future.

Simultaneously, the chapter on Management

Discussion and Analysis (MD&A) in every successive

annual report has contained increasingly detailed

data on markets, operations and financials. Given

the kind of detail that you can read in that chapter,

I have decided on an abbreviated letter this year —

one in which I will share a few of our aspirations.

But before doing so, I would be failing in my duty

if I were not to congratulate the management

team for Bajaj Auto's excellent results in 2002-03.

At Rs.50.71 billion, your company's turnover in

2002-03 touched an all time high. So did

operating profits (EBITDA) — Rs.8.17 billion in

2002-03. Your company's margins are again the

highest in the industry. Return on operating capital,

which had dipped to a low of 14 per cent

in 2000-01, has now increased to a healthy

60 per cent. And our exports have more than

doubled,making Bajaj Auto a significant net earner

of foreign exchange.

We have executed a skilful turnaround from the

difficult days of 2000-01, and are poised for a

period of rapid growth in sales and profits.

Having said this, let me discuss something about

the motorcycle segment. Your company has done

excellently in motorcycles. With its Boxers and the

newly introduced “BYK”, Bajaj Auto is the clear

market leader in the entry level / utility segment of

motorcycles. And the Pulsar models have made

your company the market leader by far in the

premium segment as well.

Going forward, our greatest challenge will be to

substantially increase our presence in the large and

rapidly growing executive segment. Today, we

account for only 7 per cent of this segment. To face
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tomorrow's competition, we have to substantially

increase this share. Hopefully, the new Caliber 115

(popularly called “Hoodibabaa”) will be a vanguard

of growth in this market. We are also going to

introduce a new 125 cc “World Bike” — jointly

with Kawasaki. I sincerely hope that these two

models, and our other planned launches, will give

us a strong position in this executive segment, and

thus complement our leading status at the entry

and premium levels.

I feel that we have another 15 to 18 months to

further strengthen our prime position at the entry

level and the premium segments and significantly

ramp up our market share in the executive

segment. By the end of 2004, virtually every

international motorcycle major will treat the Indian

market as their playing field, and we at Bajaj Auto

have to be proactively prepared for this. Believe me,

we will be seeing the “mother of all battles” in the

two-wheeler space. My youthful management

team and the old combatant in me are relishing

the challenge.

Now for a few words on scooters. Last year, in my

Chairman's letter, I had predicted that “we have

probably succeeded in arresting the decline in the

sales of geared scooters”. I was wrong. As the

chapter on MD&A shows, both the industry's and

Bajaj Auto's sale of geared scooters continued to

fall in 2002-03.

While I clearly recognise the importance of

driving the motorcycle market, I still refuse to

believe that the days of scooters are over.

We need to combine the qualities of motorcycles

and those of scooters in radically new models.

Your company is now engaged in such a project.

The “scooterwalla” in me is waiting to

see the outcome.

Let me end by reiterating my views on future

competition. Of the few large markets in the world,

only China's and India's GDP have grown at an

average rate in excess of 5.5 per cent per year over

the last decade. Therefore, India will be a large and

attractive market for all international players. It is

important to remember that most of them have
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deep pockets and, if past experience is an indicator,

they are more than willing to take hits for a long

time in order to establish a strong market presence.

We at Bajaj Auto recognise this.

We are concentrating on

quantum increases in productivity and throughput

as well as vendor improvements so as to reduce

costs. And we need to fire on all cylinders —

motorcycles, scooters, and three-wheelers.

We also

recognise that the only lasting competitive

advantage is higher and higher quality at

affordable cost. Therefore, we are continuously

focusing on the details that make for quality —

research and design for products and

manufacturing processes.

Bajaj Auto has been around long enough to see

many ups and downs. After its successful

turnaround from 2001-02, I am confident that

your company will deal with tomorrow's

competition at least as well as, if not better,

than others.

Let me thank you for your constant support to

Bajaj Auto. Here's to an even better 2003-04.

Chairman and Managing Director

Rahul Bajaj
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For the last three years, Bajaj Auto's Annual

Report and its chapter on Management Discussion

and Analysis has focused on the process of

“change” — in products, in marketing, in

manufacturing operations, in technology and R&D,

and in the company's overall business strategy.

The objective was to share with you the

transformation that was occurring within the

company to successfully overcome greater

competition in the future.

Change, however, is a journey — a continuous

process of re-engineering the DNA of a

corporation. It does not stop after three years.

Therefore, we want to remain with this theme for

2002-03, and show you how changes that began

two to three years ago have begun to yield results.

We also want to outline further changes that you

can expect from Bajaj Auto in the next few years,

and why these are necessary for the company.

Let's begin with some of Bajaj Auto's results for

2002-03, which relate to the manufacturing side

of the business.

�

�

�

�

The company has achieved its highest ever

sales. Sales grew by 15 per cent — from

Rs.41.26 billion in 2001-02 to Rs.47.44 billion

in 2002-03.

Highest ever operating profits. Earnings before

interest, taxes, depreciation and amortisation

(EBITDA) increased by 32 per cent — from

Rs.6.21 billion in 2001-02 to Rs.8.17 billion

in 2002-03.

Operating EBITDA margins increased from a

low of 9.8 per cent in 2000-01 to 16.8 per cent

in 2001-02 to 19 per cent in 2002-03.

Pre-tax return on operating capital rose by

19 percentage points — from 41 per cent in

2001-02 to 60 per cent in 2002-03.

These numbers indicate that Bajaj Auto's change

process has already begun to yield stronger

financial results. Chart A gives a flavour of

the turnaround.

Management Discussion and Analysis
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We shall be discussing the company's financial

performance in a later section. As before, this

chapter is in three parts. The first analyses markets

and sales across the various product segments; the

second part focuses on operations; and the third

on the financials.

Markets

It will be useful to start this section with the

market for two-wheelers. Chart B plots the market

for motorcycles and total two-wheelers. As the

chart clearly shows, while the two-wheeler market

has grown at a compound annual rate of 11.7 per

cent between 1994 and 2003, motorcycle sales

exploded at a rate of 41 per cent per year.

Consequently, from a market share of under

22 per cent in 1993-94, motorcycles now account

for over 74 per cent of India's two-wheeler sales.

Indeed, this share of motorcycles grew by over

8 percentage points between 2001-02 and

2002-03 — from 66.2 per cent to 74.3 per cent.

Simply put, motorcycles is the name of the game.

Table 1 and Chart C underscore the point.
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CHART B: Industry’s sale of two wheelers
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Given the critical role of motorcycles, it is

important to share what Bajaj Auto has done and

proposes to do in this market segment. Since

1997-98, we had to shrug off our image of being a

manufacturer of traditional metal-bodied geared

scooters by systematically introducing motorcycles

that could combine the company's historical selling

points of ruggedness, fuel economy and price

competitiveness with style, performance and

comfort. As Table 2 shows, Bajaj Auto has clearly

succeeded in this endeavour. Between 1997-98 and

2002-03, we have increased our share in an

explosively growing, highly discerning market from

under 15 per cent to over 23 per cent. Today, Bajaj

Auto is the clear number two in motorcycles.

CHART C: Industry's sales of two-wheelers,
segment-wise
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TABLE 1: Changing composition of the two-wheeler market (vehicles sold)

All two-wheelers Ungeared
scooters

Motorcycles Mopeds Step-thrusYear ended
31 March

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

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

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

2,965,474 38.4%8.9%27.1% 16.6% 9.1%1997

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

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

3,776,719 25.9%10.0%42.7% 14.0% 7.3%2000

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

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

5,053,562 6.6%10.5%74.3% 6.2% 2.2%2003

Geared
scooters

Management Discussion and Analysis



Having shown that Bajaj Auto has been steadily

gaining market share for motorcycles, it is

necessary to go into greater details of this

important segment. In last year's Annual Report,

we had segregated the market in four broad

segments. Except for some changes at the

margin,categorisation for motorcycles more or

less remains the same:

Entry level — models priced between

Rs.27,000 and Rs.37,000.

Executive category — models priced between

Rs.38,000 and Rs.45,000.

Premium category — models priced above

Rs.45,000.

We are firmly placed

in this category with the entire family of Boxers

(AT, CT and AR), as well as our new 100 cc BYK

model introduced in December 2002.

These are models

with Japanese and European standards of

engineering, styling, manufacturing and riding

comfort. We have the “Hoodibabaa” Caliber

115, and we propose to launch the World-Bike,

developed in India with Kawasaki for the

global market.

We have the Pulsar 150,

Pulsar 150 ES, the Pulsar 180 and, in the

super-premium, the Eliminator.

�

�

�

It is necessary to focus on these three segments

individually and see how these sub-markets have

moved in the last year. Chart D shows the trends.

Growth of the
Market

Growth of
BAL's sales

BAL's
market share

Year ended
31 March

Market BAL

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

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

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

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

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

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

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

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

31.3% 32.3% 23.1%2003 3,757,125 868,138

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

TABLE 2: Growth in Bajaj Auto's market share for motorcycles (in numbers)
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CHART D: Monthly sales of motorcycles
segment-entry level, executive, premium
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As Chart D shows, in 2001-02, the industry's

average sales in the entry level segment was a bit

over 99,000 per month, and accounted for 42 per

cent of the number of motorcycles sold. Despite

an 8 per cent growth in the volume of sales in

2002-03, the overall market share of this segment

dropped to 34 per cent.

No doubt, poor monsoons of 2002 and lower

farm incomes played a role in declining sales in this

segment, especially since November 2002.

Nevertheless, even in the best case scenario, it is

unlikely that the market share of the entry-level

category will exceed 40 per cent. That would still

make it a market ranging between 1.4 million and

1.5 million motorcycles. However, we at Bajaj Auto

believe that it will be an increasingly competitive

market, especially at the upper end of this

segment. As the clear leader accounting for

42 per cent of this market, how do we propose to

fight competition and further increase our share?

In 2002-03, we sold 502,144 Boxers (ATs, CTs

and ARs). It is the largest selling brand in the entry-

level category, and the second largest selling two-

wheeler brand in the country. In addition, in the

four month period from December 2002 to March

2003, we succeeded in selling 32,815 BYKs.

Together, these models accounted for 62 per cent

of the volume of Bajaj Auto's motorcycle sales.

We don't propose to gain market share in this

segment by needlessly triggering debilitating price

wars. Instead, we are going to further cut

manufacturing costs, work on scale economies,

improve efficiencies, and pass on the resultant price

benefits to our entry-level consumers. In addition,

starting with the BYKs, Bajaj Auto will introduce a

new range of variants in this segment —

motorcycles with adequate power, high fuel

efficiency and high reliability.

Let's now move on to the very top end of

motorcycles — the premium category. In 2002-03,

almost 425,000 motorcycles were sold in this

segment. With our Pulsar 150, 150 ES and

180, Bajaj Auto sold 183,743 vehicles in this

segment, and accounted for 43 per cent of the

market share. We are comfortably placed here as

the clear market leader.

We propose to introduce an upgraded version of

the Pulsar in the second quarter of 2003-04.

This machine is designed to set new benchmarks

in engine performance, fuel economy, handling,

braking and ergonomics. With the Pulsar range

we aim to increase the market size of this premium

segment and also further increase our share.

That brings us to the huge middle — the

executive segment. As Chart D shows, this market

has grown by a staggering 37 per cent from an

average sales of 124,000 units per month in

2001-02 to well over 170,000 units per month in

2002-03. Today, this market accounts for over

54 per cent of the volume of motorcycle sales.

And, three factors — higher disposable urban

incomes for progressively younger people, the

desire to ride smartly styled, well performing,

fuel efficient bikes, and extremely attractive retail

finance schemes — have made this a very large,

attractive and robustly growing segment.

In 2002-03, the executive segment accounted for

the overall sales of 2.04 million motorcycles. Bajaj

Auto accounts for 7 per cent of the total sales in

this market, and we clearly need to substantially

ramp up our presence in this segment. The new

Caliber 115 (popularised as “Hoodibabaa”) was
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launched in March 2003. In its first month, it

notched sales in excess of 25,000. Although it is

too early to tell, we expect this model to make

inroads in this market throughout 2003-04. In

addition, we will be introducing the 125 cc World-

Bike jointly designed with Kawasaki. This will be

further supplemented by another model designed

in-house, slated for a launch towards the end of

2003-04. With these three products, Bajaj Auto will

operate at three distinct price points in the

executive segment, which should allow the

company to increase its presence in this category.

The philosophy that we have been following is in

three parts. The first was, “Do what's Do-able”.

That led to the development, production and

marketing of the Boxer models, which eventually

resulted in our being the market leader in the entry

level category. The second part was, “Do what's

Unexpected”. That led to the top-of-the-line Pulsar,

and our quest to capture the high-end market with

international quality. Now the stage is set to

“Do what's Necessary” — to focus on populating

the executive segment and gaining market share in

this major category.

As Chart E shows, the geared scooter market

continues to slump. In 2002-03, overall industry's

sale of geared scooters fell to under 336,000 units

— a decline of 37 per cent over the previous year.

Bajaj Auto's sales fell by 34 per cent to 268,656

units. In last year's Management Discussion and

Analysis, we had projected average monthly sales

of 31,000 for 2002-03. We fell short by almost 28

per cent. The fact of the matter is becoming

evident. Simply put, barring some pockets in North

India, there is no appetite for the traditional geared

Geared Scooters
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Three-wheelers

After years of moderate growth, the three-

wheeler industry has shown a 23 per cent growth

over the previous year. Bajaj Auto has, more or less,

grown in line with the industry by selling over

193,000 three-wheelers in 2002-03 — a growth of

21 per cent over the previous year. Our overall

market share stands at 68.5 per cent, compared to

almost 70 per cent in 2001-02.

scooter. It would be all too easy to claim that,

having hit the depth of 336,000 units, the market

has finally bottomed out. Only the future will show

whether this is true. The only thing that one can

say with certainty is that if we were to produce a

well priced model that is stylish, gives great fuel

economy, riding comfort and reliability, Bajaj Auto

would be able to grow this market once again.

At present, we have begun working on new

scooter projects that incorporate such attributes.

Two models incorporating an entirely new

approach to scooters will be unveiled at the

Auto Expo in January 2004. It will then be seen

how these do at the market place.

CHART E: Geared scooter sales continue to fall
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Exports have played an important role in

boosting our overall three-wheeler volumes in

2002-03 — growing from 14,619 vehicles in

2001-02 to 40,875 in 2002-03. A more detailed

discussion on the subject follows.

Thanks to excellent sales achieved in Sri Lanka

and Bangladesh, Bajaj Auto's exports increased

from 44,311 vehicles in 2001-02 to 94,241

vehicles in 2002-03. This comprised an 80 per cent

increase in two-wheelers, aided mainly by 173 per

cent growth in motorcycles, and 180 per cent

growth in three-wheelers. Table 4 summarises our

product-wise exports.

Exports

As Table 3 indicates, Bajaj Auto is the clear

market leader in the three-seater passenger

segment, with a dominant share at 93 per cent.

This dominance is due to our supplying a complete

range of autorickshaws built on petrol, diesel, and

CNG engines. In addition, during March 2003, we

commercialised the LPG range of autorickshaws

and have started marketing the same. We are

consciously absent in the six-seater passenger

segment, which is still facing regulatory hurdles

and opposition from local governments. Should

this negative scenario change in the future, Bajaj

Auto would review this decision.

Bajaj Auto has been weak in the goods carrier

segment, with a market share of 15 per cent and

an average monthly sale of 800 vehicles in

2002-03. To complement its current range of

goods carriers, we have launched GC 1000,

a one ton diesel goods carrier in April 2003

and, with it, we hope to increase sales in this

segment in 2003-04.

TABLE 3: Bajaj Auto's share of the three-wheeler

market (in numbers)

15,982

Industry

N A

Bajaj Auto

198,372 183,800 92.7

N A

214,354 183,800 85.7

68,708 10,059 14.6

283,062 193,859 68.5

Market
share (%)

Segment

Passenger Carriers

3-seater

6-seater

Subtotal

Goods carrier

Total

TABLE 4: Product-wise exports of Bajaj Auto

(in numbers)

Product

Motorcycles

Total two-wheelers

Three-wheelers

Total vehicles

2002-2003 Growth

53,366 79.7%29,692

40,875 179.6%14,619

94,241 112.7%44,311

2001-2002

43,218 173.3%15,811

Bajaj Auto's traditional dominance of the

Sri Lankan markets continued in 2002-03.

We were always the number one three-wheeler

brand in Sri Lanka; we are now also the number

one two-wheeler brand in Sri Lanka, with over

50 per cent market share. In Bangladesh, persistent

efforts over the last few years have paved the way

for permissions to register our environment friendly

CNG three-wheelers. Having done so, we have

achieved a two- and three-wheeler growth of over

200 per cent compared to the previous year. We

have continued to export to the Americas, where

there has been a growth of almost 50 per cent,

albeit over a low base. This growth came mainly
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The three-wheeler market is made up of two

broad segments — three and six-seater passenger

vehicles, and goods carriers. Table 3 breaks down

the market across the different segments, and

indicates Bajaj Auto presence in each.
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from motorcycles in Colombia, and

three-wheelers in Peru.

Bajaj Auto opened its first overseas marketing

office at Dubai in January 2003 at Jebel Ali Free

Trade Zone. Dubai is the commercial hub of the

Middle East and Africa, and this office is expected

to strengthen the presence of our products in

existing markets of Iran and Egypt, and explore

opportunities for entering new markets in

the region.

In terms of value, our exports more than doubled

from Rs.1.59 billion in 2001-02 to Rs.3.53 billion in

2002-03 — making Bajaj Auto the number one

exporter of two- and three-wheelers. The company

is now a significant net foreign exchange earner

for the country.

With rapid changes in customer preferences and

shorter product life cycles, the ability to consistently

develop and market top-class products will become

a key differentiator between manufacturers who

win and those who don't. In this race, Bajaj Auto is

convinced of the need to develop world class

in-house engine and product research,

development and testing capabilities. To this end,

the company has in the past years built a young,

talented, and motivated team with skills in styling,

engine and product design and testing, and

efficient and reliable development practices.

Recognising the need to allocate specific

resources to research and product development,

three focus areas are being developed:

Operations

Research and Development

�

�

�

�

�

Engine research, development and testing.

Product development and testing.

Product styling.

Pulsar 150 and 180 — which together

averaged sales of over 15,000 units per month

in 2002-03, and emerged as the clear leader in

the premium category of motorcycles.

BYK — a youthful bike for first time buyers,

launched in December 2002 and averaging

around 8,000 units a month.

In 2002-03, we embarked on the creation of two

new centres at the Akurdi complex — one which

will house the engine group, and the other for the

product development group. The R & D Centre

provides a completely self-sufficient environment to

its occupants including offices, engine design,

testing and prototyping facilities. The second

centre includes a world class vehicle testing area,

and supplements the existing space for the product

development teams.

We propose to significantly enhance the styling

studio in the coming years.

In 2002-03, Bajaj Auto spent Rs.100 million as

capital expenditure on R&D. To build the above

centres, Bajaj Auto set aside a further capital

investment of Rs.378 million, which will be spent

over the next year. This is in addition to investments

already earmarked for other R&D initiatives

in the next year.

Bajaj Auto's commitment to in-house R&D has

begun to yield results. Either solo, or in

collaboration with Kawasaki and Tokyo R&D, the

company has designed, developed and launched a

string of successful models. These are:
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Caliber 115 (“Hoodibabaa”) — a new and

clever configuration of engine and styling

geometry, resulting into exhilarating

performance. As mentioned earlier, we hope

that this model will spearhead Bajaj Auto's

renewed focus in the executive segment

of motorcycles.

GC 1000 — a diesel goods carrier launched in

March 2003, and expected to sell about

1,500 units a month.

While the company will continue to build its own

R&D capabilities, it also recognises the contribution

of its partners, particularly Kawasaki and Tokyo

R&D. With them and other specialist styling and

design establishments, Bajaj Auto will continue to

introduce a string of exciting, new products in the

coming year. 2003-04 will see the launch of the

Kawasaki-Bajaj 125 cc WorldBike, as well as new

models on the Caliber and Pulsar platform. A range

of new scooters is also under joint development

between our internal team and external specialists.

Bajaj Auto's three plants at Akurdi, Waluj and

Chakan produced 1,457,066 vehicles in 2002-03.

The current distribution of products across plants is

given in Table 5.

Plants

TABLE 5: Distribution of products across plants

Plant

Akurdi

Waluj

Chakan

2001-2002

Geared scooters,

Step-thrus

Bajaj Auto-Kawasaki

range of motorcycles,

three-wheelers

Ungeared scooters,

Bajaj motorcycles

(Pulsar)

2002-2003

Geared scooters,

Step-thrus, Bajaj

motorcycles (BYK)

Bajaj Auto-Kawasaki

range of motorcycles,

three-wheelers

Ungeared scooters,

Bajaj motorcycle

(Pulsar)

The Akurdi plant continues to manufacture parts

for motorcycles and three-wheelers produced in

Chakan and Waluj. In the current year, capacity

additions have been made in Waluj and Chakan to

support the increasing demand for motorcycles.

In Akurdi, part of the existing capacity has been

converted to produce the BYK range of motorcycles

without incurring any major capital cost. Table 6

shows the installed capacities plant-wise as on

31 March 2003.

TABLE 6: Plant-wise capacities as

on 31 March 2003 (in numbers)

Plants

Akurdi

Waluj

Chakan

Total

1,200,000

480,000

2,520,000

Capacities

840,000

Total Productive Maintenance (TPM) continues as

a way of life for the plants. With Akurdi being its

earliest adopter, it is naturally the first to show

some results. Overall productivity as measured by

Overall Equipment Effectiveness (OEE) has markedly

improved as is evident from Table 7.
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From its inception, the Chakan plant imbibed the

TPM culture. It will formally adopt TPM in the near

future. At the Waluj plant, 54 manufacturing cells

adopted the TPM methodology. Table 8 highlights

improvement in specific manufacturing cells.

People

To be competitive in today's business environment

requires flat, lean and decentralised organisations

that facilitate fast decision making. Over the past

few years, Bajaj Auto has transformed from being

an employer of over 21,000 employees to around

12,000 employees today. Table 9 shows vehicle

output per person per year has increased from

67.7 vehicles in 1996-97 to 118.1 in 2002-03.

TABLE :9 Growing employment productivity at

Bajaj Auto

On 31 March

1997

1998

1999

2000

2001

2002

2003

Production
(no. of units)

No. of
employees

1,439,174 21,273 67.7

1,354,482 18,589 72.9

1,381,765 18,585 74.3

1,432,471 17,213 83.2

1,212,748 13,819 87.8

1,356,463 13,482 100.6

1,457,066 12,338 118.1

Output/
employee/year

TABLE :7 Overall Equipment Effectiveness at

Akurdi, 2002-03

Average OEE %Area

Steel machining

Aluminium machining

Chassis shop

Paint and plating

Heat treatment

Assembly

Press shop

4.5

11.5

8.0

Gain

9.0

2.0

1.5

7.5

82.0

91.5

80.0

88.0

93.5

92.5

89.0

April 2002

91.0

96.0

91.5

96.0

95.5

94.0

96.5

March 2003

Last year we had mentioned that TPM was being

extended to the vendor base. TPM objectives of

zero breakdown, zero rejections and zero accidents

are expected to benefit the vendor base by

improving their efficiency and effectiveness.

Eight clusters involving a total of thirty two vendors

are now involved in the implementation of the first

steps of TPM, namely 1S ( removal of

unwanted elements), and 2S ( proper

arrangement of all required elements)

in their plants.

seiri,

seiton,

TABLE :8 TPM benefits at Waluj

Petrol tank cell

OEE %

Production per hour

Breakdowns per month

Defects per month

Kaizens implemented

Cover generator cell

OEE %

Production per hour

Breakdowns per month

Defects per month

Kaizens implemented

Shaft transmission cell

OEE %

Production per hour

Breakdowns per month

Defects per month

Kaizens implemented

63.1

41.7

13

3750

67

48

4

16

74

130

12

269

Before TPM

99.2

62.2

0

0

45

97.6

77.7

0

0

83

95

174

0

0

335

After TPM

0

0

0
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2002-03 was marked by a major exercise

undertaken towards eliminating one entire

management level in the organisation.

Role differentiation across management layers

was reviewed. Span of control was increased.

Supervisory roles were enriched to add value

addition by moving from an era of workforce

control to facilitation. This new structure meant

greater degree of delegation to individual

employees, coupled with greater accountability.

The reduction in managerial levels has provided

opportunities to re-staff positions with managers

tuned to the future. Competence and potential

were the key drivers that went into the re-manning

exercise. The competency mapping exercise also

resulted in identifying people whose skill sets

did not meet current and future requirements.

In 2002-03, 562 staff members were released

through a voluntary retirement program. This was

in addition to 544 workers who accepted a

voluntary retirement scheme.

Development of leadership competencies using

“Grid Methodologies” continued during the year.

A post-training effectiveness survey indicated a

positive shift in the leadership competency of the

managers who were a part of this exercise. A new

initiative in bringing about “customer orientation”

will start in 2003-04, and will involve a significant

proportion of the company's employees.

During 2002-03, Bajaj Auto upgraded its

information systems with the installation of

“mySAP” — an ERP solution from SAP A.G.

The project was implemented in stages, and the

final module was rolled out on 1 April 2003.

Information Technology update

The implementation runs right across all three

plants, engineering, materials, finance and sales

and marketing functions, and extends to our

regional offices and warehouses.

The key objectives were to consolidate diverse

business activities into a single, coherent and

consistent framework, to improve cross-functional

information co-ordination, identify and intervene

on critical business operating parameters “as it

happens” and not “after it happens”, and to

monitor key performance indicators of individuals

and functions. The implementation exercise on a

single, centrally located infrastructure of computer

systems is enabled by connectivity across all plants,

sales offices and depots across the country on-line

using fibre optic lines, radio and V-SAT links.

The IT system also extends to our dealers with

the creation of a dealer interface where early

improvements have been made through

decentralisation of the order management process

and information exchange via an internet-based

information exchange portal. This allows us to

book orders online, provide detailed order

information, and get real time updates on the

status of delivery and accounts. The application

also simplifies information exchange on product

release, after sales-service and other related issues

between the company and its dealers. In 2003-04,

we will add internet-based operations

management software at dealerships to enable

seamless information exchange on pre-sales, retail

sales and service related issues.

Future initiatives will extend IT implementation

backwards — from our plants to the vendor base,

by giving suppliers direct information access into

our planning and inventory systems. This will put
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the onus of scheduling, delivery and inventory

management of incoming materials on our vendors

and third party logistic providers.

The total IT plan involves capital and revenue

spend of Rs.300 million, of which Rs.244 million

has been incurred so far.

Rationalisation across Bajaj Auto's vendor base,

which was initiated three years ago, continued

during the year, and resulted in further aggregation

of purchases. This exercise will result in having a

consolidated base of 180 vendors supplying

components to all Bajaj Auto's plants.

A large number of vendors are now located

either near Pune or Aurangabad. Those that are

further away are encouraged to tie up with third-

party logistic providers who, along with local

vendors, are already supplying multiple deliveries

daily to our Chakan and Waluj plants. Bajaj Auto

has extended its TPM mission to vendors — details

of which have been discussed earlier.

Bajaj Auto has a network of 422 dealers and over

1,300 authorised service centers. To widen its

presence and get closer to customers, new dealers

are proposed to be added in the current year,

which should take the total dealer network to

around 500 by the end of 2003-04. A large

number of these new dealerships will be in

semi-urban and rural locations.

Supply Chain Management

Vendors

Dealers

During the year, the company extended BASS

(Bajaj Auto Service Standard) to standardise the

workshops of 250 dealers and 50 authorised

service centers. This programme included a uniform

external and internal look, where well laid-out

service areas were equipped with hydraulically

operated product bays, hi-tech tools and

completely retrained mechanics. This initiative

has improved work hygiene, promoted consistent

and better service quality, and greater productivity.

Faster turnaround of serviced vehicles coupled

with higher spare parts sales is converting such

workshops into independent profit centres

for our dealers.

The strategy of Bajaj Auto to drive top-line

growth while continuing to improve operational

efficiency has resulted in increasing margins for

the current financial year. Sales for 2002-03

was Rs.47.44 billion as against Rs.41.26 billion in

2001-02 — an increase of 15 per cent.

Total turnover for 2002-03 increased from

Rs.44.03 billion to Rs.50.71 billion. EBITDA on

operations increased from 16.8 per cent on net

sales in 2001-02 to 19 per cent in 2002-03.

And profit before tax and extraordinary items

improved 34 per cent — from Rs.5,878 million in

2001-02 to Rs.7,886 million in 2002-03. Table 10

gives the summarised profit and loss account.

Financials
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In Rs. million

Operations

Sales

Less: excise duty

Net sales

Other operating income

Total operating income

Cost of materials consumed, net of expenditures capitalised

Share of material cost

Stores and tools

Share of stores and tools

Labour cost

Share of labour cost

Factory and administrative expenses

Share of factory and administrative expenses

Sales and after sales expenses

Share of sales and after sales expenses

Total expenditure

Operating profit

Operating profit as a share of total operating income

Interest

Depreciation

Net operating profit

Non-operating income

Income

Expenses

Depreciation

Non-operating income, net

Windfarm operations

Income

Depreciation

Expenses

Windfarm operations, net

Extraordinary items

Income-Premium received on insurance venture

Profit before taxation

Provision for taxation

Profit after taxation

Prior years adjustments

Disposable surplus

2002-2003

47,444

5,892

41,552

1,510

43,062

26,678

62.0%

649

1.5%

2,838

6.6%

1,851

4.3%

2,874

6.7%

34,890

8,172

19.0%

11

1,417

6,744

1,450

274

–

1,176

301

41

294

(34)

7,886

2,502

5,384

(38)

5,346

2001-2002

41,256

5,256

36,000

958

36,958

23,412

63.3%

544

1.5%

2,379

6.4%

1,949

5.3%

2,469

6.7%

30,753

6,205

16.8%

34

1,337

4,834

1,602

202

234

1,166

211

107

226

(122)

1,170

7,048

1,837

5,211

(29)

5,182

TABLE 10: Summarised profit and loss account, 2002-03 (Rs. million)
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Analysis of Sales

Materials, Stores and Tools

The analysis of sales across product groups is

given in Table 11. Motorcycles continued to

dominate the product portfolio, with an increase

of 32 per cent in volume terms and 38 per cent in

value terms over the past year. This was largely

aided by the buoyant sales of over 183,000 Pulsars.

The top line was further boosted by a spurt in

three-wheeler sales, which increased 21 per cent

in volume and 18 per cent in value.

During 2002-03, through its continuous efforts

in value engineering and partnership with the

vendors, Bajaj Auto was again able to reduce its

material costs. The share of materials to net sales

and other operating income reduced from

63.3 per cent in 2001-02 to 62 per cent in

2002-03, while the share of stores and tools

was contained at 1.5 per cent of net sales and

other operating income.

Labour Cost

Factory and Administration Costs

Sales and After Sales Expenses

Labour costs for 2002-03 include a sum of

Rs.461 million (previous year Rs.73 million) towards

compensation paid to employees under the

voluntary retirement scheme. A total of 1,106

employees opted for the scheme, which has a pay-

back period of 2 years.

Despite a 16.5 per cent increase in net sales and

other operating income — from Rs.36.96 billion in

2001-02 to Rs.43.06 billion in 2002-03, factory

and administration costs has reduced from

5.3 per cent of net sales and operating income to

4.3 per cent. This was a result of a thorough review

of fixed costs with each plant head.

Given the intense competition in the two wheeler

market, the sales and after sales expenses continue

to remain at 6.7 per cent of net sales and other

operating income. The sales and after sales

expenditure was channeled through a blend of

TABLE 11: Break-up of sales (in units and value in Rs. million)

% to total units % to total value

Product

Motorcycles

Scooters geared

Scooters ungeared

Step-thrus

Total two-wheelers

Three wheelers

Total vehicles

Spare parts

Total sales

Units

868,138

268,656

60,757

54,363

1,251,914

193,859

1,445,773

N A

1,445,773

Value

26,082

5,261

1,254

981

33,578

11,542

45,120

2,324

47,444

656,018

407,670

66,603

68,005

1,198,296

160,684

1,358,980

1,358,980

Units

18,934

7,506

1,523

1,342

29,305

9,758

39,063

2,193

41,256

Value 2002-03

60.0%

18.6%

4.2%

3.8%

86.6%

13.4%

100.0%

2001-02

48.3%

30.0%

4.9%

5.0%

88.2%

11.8%

100.0%

2002-03

55.0%

11.1%

2.6%

2.1%

70.8%

24.3%

95.1%

4.9%

100.0%

2001-02

45.9%

18.2%

3.7%

3.2%

71.0%

23.7%

94.7%

5.3%

100.0%

2001-20022002-2003

N A
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Return on Operating Capital Employed

The pre-tax return on operating capital employed

has increased from 41 per cent in 2001-02 to

60 per cent in 2002-03. This growth is due to

increase in operating profit for the year by Rs.1,910

million, as well as more efficient management of

working capital and a prudent policy on expansion

of capacity. Table 13 gives the data.

cost-effective advertising and focused promotional

activities, which included offering a “genuine 0 per

cent” finance scheme to customers through Bajaj

Auto Finance Limited. It should be noted that these

spends include expenses incurred on the

“Hoodibabaa” campaign for the recently launched

Caliber 115 model — the benefits of which are

expected to flow in 2003-04.

Continuous efforts in improving the quality of

its products, as well as Bajaj Auto's partnership

program with vendors have also resulted in

lowering the expenses on warranty, despite

an increase in the warranty period on

certain motorcycles.

Operating earnings before interest, taxation,

depreciation and amortisation (EBITDA) percentage

to net sales and other operating income has

increased from 16.8 per cent in 2001-02 to

19 per cent in 2002-03. This increase was largely

aided by growth in the top-line through greater

sale of higher end motorcycles, increase in the

number of three-wheelers sold, and greater

exports. And it occurred despite spending

Rs.461 million on account of the compensation

paid under the voluntary retirement scheme.

Operating Margins

Operating Working Capital

In efforts to boost return on operating capital

employed, Bajaj Auto continued to minimize its

overall working capital. Debtors declined from

Rs.1,982 million on 31 March 2002 to Rs.1,671

million on 31 March 2003 — a reduction of

16 per cent. With the increase in direct on-line

delivery of materials from vendors, we succeeded

in reducing inventory levels. Inventory of raw

materials and components declined from 7 days as

of 31 March 2002 to 6 days on 31 March 2003;

and spare parts for replacement market from

42 days to 31 days. However, due to unduly

sluggish market conditions during the last month

of the financial year, the inventory of finished

goods increased from 6 days to 9 days. Table 12

gives the operating working capital in detail.

Current assets

Inventories

Sundry debtors

Cash and bank balances

Other current assets

Sub-total

Less: Current liabilities

Acceptances

Sundry creditors

Advance against orders

Other current liabilities

Cash credit

Sub-total

Working capital

2,080

1,671

290

1,497

5,538

3

4,130

150

78

539

4,900

638

As at
31 March 2003

1,791

1,982

152

1,275

5,200

30

3,909

151

93

318

4,501

699

As at
31 March 2002

TABLE 12: Operating working capital (Rs. million)
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Fixed assets

Technical know-how

Working capital

Total

Operating profit after
interest and depreciation

Pre-tax return on
operating capital employed

As at
31 March 2003

10,502

107

638

11,247

6,744

60%

As at
31 March 2002

10,910

128

699

11,737

4,834

41%

TABLE 13: Return on operating capital (Rs. million)

Treasury Operations

Table 14 gives the non-operating income by

category earned by Bajaj Auto.

Dividends

Interest on debentures and bonds

Interest on government securities

Interest on inter-corporate
deposits and other loans

Income from mutual fund units

Lease rent and equalisation

Profit on sale of investments

Interest on fixed deposits

Others

Total

Interest on tax refunds

Total Non-operating Income

Non-operating expenses

Net non-operating income

592

291

18

364

79

234

–

6

–

1,584

18

1,602

436

1,166

2001-2002

127

408

405

239

44

–

214

2

11

1,450

–

1,450

274

1,176

2002-2003

TABLE 14: Income from investment of

surplus funds (Rs. million)

During 2002-03, Bajaj Auto provided a sum of

Rs.267 million towards impairment in carrying

costs of its investment portfolio. In addition to the

above, continuing its efforts to liquidate non-

performing assets, Bajaj Auto booked a total loss of

Rs.853 million. This loss on sale of assets was set-

off against gains made of Rs.1,067 million —

which resulted in a net gain of Rs.214 million.

The guiding principle of Bajaj Auto's investment

strategy has been that of prudence. Accretions to

surplus funds during the year were invested in

secured and fixed investment securities like G-Sec,

T-Bills, and the like. Notwithstanding Bajaj Auto's

focus on prudence and safety, it ought to be noted

that the returns earned by the company on its

treasury portfolio is comparable with the return

earned by the top mutual funds.

The composition of Bajaj Auto's investment

profile is given in Table 15. Given the pruning of

the equity portfolio and opportunities in the G-Sec

and bond market, the market value of the portfolio

has changed from a diminution in value to cost in

the past year to an appreciation of Rs.343 million

as of 31 March 2003.

Government securities
and bank deposits

Mutual funds
including UTI

Debentures
and bonds

Preference shares

Inter-corporate
deposits

Loan to Bajaj Auto
Holdings Ltd.

Fixed income
investments

Equity shares and
equity share based
mutual funds

Total cost

Market Value

8,653

1,739

8,698

854

1,651

140

21,735

7,355

29,090

29,433

100.0

29.7

6.0

29.9

2.9

5.7

0.5

74.7

25.3

25.6

2.3

17.9

4.1

11.6

0.8

62.3

37.7

100.0

5,797

510

4,040

917

2,609

184

14,057

8,499

22,556

21,235

As at
31 March
2003

% to
total

% to
total

As at
31 March
2002

TABLE 15: Bajaj Auto's investment of

surplus funds (Rs. million)
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Summarised Cash-flow

The summarised cash flow for the current year is given in Table 16.

TABLE 16: Summarised cash-flow (Rs. million)

Profit before tax

Add: Non-cash charges

Depreciation and amortisation

Diminution in value of investments

Provision for doubtful advances

Less: Prior period expenses

Sub-total

Changes in working capital

Inventories

Debtors

Other current assets

Loans and advances

Current liabilities

Change in cash credit

Sub-total

Other inflows

SICOM benefits

Reduction in loans, ICD's, Income receivable

Repayment of Fixed Deposits

Sub-total

Total cash generated

Utilised towards

Fresh investments

Capital expenditure, technical know-how

Net cash flows

Income tax paid

Dividend paid

Change in cash

Operations

6,745

1,456

16

(38)

8,179

(289)

307

(122)

(110)

156

221

163

1,411

(9)

1,402

9,744

(1,024)

8,720

Treasury

1,176

224

25

1,425

21

(27)

(6)

1,065

1,065

2,484

(7,863)

(5,379)

Windmill

(34)

294

260

(17)

1

(139)

(155)

518

518

623

623

Total

7,887

1,750

224

41

(38)

9,864

(289)

307

(139)

(88)

(10)

221

2

1,929

1,065

(9)

2,985

12,851

(7,863)

(1,024)

3,964

(2,505)

(1,411)

48
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Wind Power Project

Contingent Liability-Labour Matters

A total of 138 windmills were setup during the

last three years by Bajaj Auto at Supa (Ahmednagar

district of Maharashtra) and Vankusavade (Satara

district of Maharashtra). These windmills have

an installed capacity of 65.2 MW; and generated

106 million units of power during 2002-03

valued at Rs.301 million.

This project, with a total capital expenditure of

Rs.2.94 billion, entitles Bajaj Auto to avail sales

tax incentives to the tune of Rs.518 million

per year. This benefit will be available for a

further period of five years.

The Supreme Court has admitted, with an order

to maintain status-quo, a special leave petition of

Bajaj Auto against the orders of the Bombay High

Court which granted the status of permanency in

employment to temporary workmen of Akurdi and

Waluj plants. An application has been filed by the

workmen with the Chief Justice of India for an

expeditious hearing in the matter, and hearing on

the application is awaited. As the matter is

sub-judice, no provision in the books has been

made on this account. The contingent liability is

estimated at Rs.807 million.

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.
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Consolidation of accounts and segment

reporting

The Company has consolidated the financial

statements of Bajaj Auto Limited, its subsidiaries,

associates and joint ventures in accordance

with the relevant Accounting standards issued

by The Institute of Chartered Accountants of India.

The consolidated financials have been prepared

for each business segment and they are

tabulated in table 17.

TABLE 17: Segment Revenue and Segment Results

(Rs. million)

Insurance

Investment and
others

Total

6,745

(70)

1,284

7,959

11

7,948

Automotive 49,107

1,788

52,824

301

52,523

1,929

Less: Inter
segment revenue

Total

Automotive

Insurance

Less: Interest

Profit before tax

Investment and
others

Segment Results
Profit / (loss) from each
segment before interest and tax

Segment Revenue

Total
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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,

the company has 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 2002-03, 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

Recognising the need and importance of having

a strong and broad-based board, the company is

currently in the process of enhancing the limit on

the number of directors on the board from

12 to 15 by amending its articles of association.

The board of Bajaj Auto consists of twelve

directors, eight of whom are non-executive. Seven

out of the eight non-executive directors are

independent (see Table 1).

The company now has four whole-time executive

directors on the board, inclusive of the chairman &

managing director, vice-chairman, joint managing

director and one other whole-time director.

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 eight non-executive directors, of

Composition

Corporate Governance
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whom seven 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. Nine out of the twelve directors in

Bajaj Auto are retiring directors. The board has no

institutional directors.

Board procedures

Attendance record of directors

During the year 2002-03, the board of directors

met six times on the following dates: 11 May 2002,

27 July 2002, 14 September 2002, 23 October

2002, 15 January 2003 and 12 March 2003.

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 decided well in advance.

Table 1 gives the composition of the board and

the attendance record of all the directors at the

six board meetings held during 2002-03, as well as

at the last annual general meeting.
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TABLE 1: Composition of the board and attendance record of directors for 2002-03

Category Meetings attendedName of Director

Rahul Bajaj

Madhur Bajaj

D S Mulla

Kantikumar R Podar

Atul C Kirloskar
1

Shekhar Bajaj

D J Balaji Rao

D S Mehta

J N Godrej

S H Khan

Rajiv Bajaj
2

Naresh Chandra
4

Suman Kirloskar (Ms)
3

Chairman and Managing Director, executive

Vice Chairman and whole-time director, executive

Non-executive, independent

Non-executive, independent

Non-executive, independent

Non-executive

Non-executive, independent

Whole-time director, executive

Non-executive, independent

Non-executive, independent

Joint Managing Director, executive

Non-executive, independent

Non-executive, independent

6

6

6

3

2

3

6

5

5

6

6

1

2

Yes

Yes

Yes

No

Yes

Yes

Yes

Yes

Yes

Yes

Yes

N A

N A

Whether attended
last AGM on 27 July 2002

1 Ceased effective from 23 October 2002

2 Re-designated as Joint Managing Director effective from 12 March 2003 prior to which he was President & Whole-time Director

3 Appointed effective from 23 October 2002

4 Appointed effective from 15 January 2003



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, investments 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 and significant

developments in subsidiary companies, (ix) labour

matters and human resources issues, (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.

Table 2 gives the number of outside directorships

and committee positions held by the directors

of Bajaj Auto.

Outside directorships and memberships of

board committees

Annual Report 2002-2003 35

TABLE 2: Outside directorships/committee positions as on 31 March 2003

1

3

3

1

2

8

6

7

8

2

7

6

2

1

7

4

2

1

–

3

4

4

3

2

23Rahul Bajaj

53Madhur Bajaj

D S Mulla

Kantikumar R Podar

Shekhar Bajaj

D J Balaji Rao

D S Mehta

J N Godrej

S H Khan

Rajiv Bajaj

Suman Kirloskar (Ms)

Naresh Chandra

Name of Director In listed companies In unlisted
public limited companies

As chairman/member
of board committees

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.

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.
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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 2003, amounted to

Rs.19 million and Rs.4 million respectively.

2. Inter-corporate loans amounting to

Rs.94 million were extended and/or renewed

to Bajaj Electricals Limited during the year

under review. The outstanding amount of loan

as at 31 March 2003 was Rs.94 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.10 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 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 the

following directors:

1. S H Khan, Chairman

2. D J Balaji Rao

3. J N Godrej

4. Naresh Chandra

D S Mulla, who was the chairman of the audit

committee, ceased to be so on his resigning from

the board effective from 31 March 2003.

Atul C Kirloskar, who was a member of the audit

committee ceased to be so on his resigning from

the board effective from 23 October 2002.

S H Khan was inducted into the committee with

effect from 23 October 2002 and was made the

chairman with effect from 1 April 2003.

Naresh Chandra was inducted into the committee

with effect from 14 May 2003.

All members of the audit committee are

independent, non-executive directors. S H Khan

and D J Balaji Rao have a strong financial and

accounting background.
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Meetings, attendance and topics

discussed

During 2002-03, the audit committee met five

times - on 11 May 2002, 27 July 2002, 23 October

2002, 15 January 2003 and 12 March 2003.

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 and cost 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.

During the year, D S Mulla and D J Balaji Rao

were present at each of the five meetings.

J N Godrej was present at four meetings. S H Khan

attended both the meetings held during his tenure

as member of the committee, while Atul C Kirloskar

attended one out of the two meetings held during

his tenure as 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, implementation of

the enterprise resource planning (ERP) package,

review of investment guidelines, presentation of

segment-wise reporting, review of internal control

systems, audit methodology and process, 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.

Bajaj Auto constituted the remuneration

committee of the board on 16 January 2002 and

the present remuneration committee consists of

the following non-executive independent directors:

1. D J Balaji Rao, Chairman

2. S H Khan

3. Naresh Chandra

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.

During the year under review, the remuneration

committee met on 15 January 2003 and approved

the remuneration payable to D S Mehta, whole-

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.

Remuneration committee

�

�
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time director, subject to the approval

of the shareholders.

Non-executive directors were paid a sitting fee

of Rs.2,000 for every meeting of the board or

committee thereof attended by them until

15 January 2003, after which the sitting fee

payable has been enhanced to Rs.5,000 per

meeting. Based on their attendance at the board

and the committee meetings, the non-executive

directors, as per approval of the central

government obtained in this regard, which is valid

until the financial year 2005-06, can be paid upto

an aggregate amount of Rs.2.4 million per year

by way of commission on net profits.

The terms of remuneration of Rahul Bajaj,

Madhur Bajaj and Rajiv Bajaj have already been

fixed by the board of directors and approved by

the shareholders. The terms of remuneration of

Remuneration of directors

Remuneration of non-executive directors

Remuneration of executive directors

D S Mehta, who was re-appointed as a whole-time

director with effect from 6 February 2003 for

another term of 5 years, were fixed by the board of

directors at its meeting held on 15 January 2003,

after the approval given by the remuneration

committee. D S Mehta's re-appointment and terms

of his remuneration are to be approved at the

forthcoming general meeting of the company.

On their retirement, all the executive directors,

excluding D S Mehta, are entitled to

superannuation benefits payable in the form

of an annuity from the Life Insurance Corporation

of India 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.

During the year 2002-03, the company did not

advance any loans to any of the executive and/or

non-executive directors.
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Sanjiv Bajaj, son of Rahul Bajaj, was elevated

from general manager (corporate finance) to

vice president (finance) with effect from

1 April 2001. The revision in his remuneration,

which had been approved by the remuneration

committee, the board and the shareholders,

received the approval of the central government

vide their letter dated 24 January 2003.

Accordingly, during the year under review,

Sanjiv Bajaj was paid Rs.1,720,928 as salary,

including monetary / non-monetary perquisites.

Rajiv Bajaj, son of Rahul Bajaj, president and

whole-time director was re-designated as joint

managing director with effect from

12 March 2003 with terms of remuneration

remaining unchanged from the terms earlier

approved by the shareholders.

TABLE 3: Remuneration paid/payable to directors during 2002-03

Name of
Director

Rahul Bajaj

Madhur Bajaj

D S Mulla

Kantikumar R Podar

Shekhar Bajaj

D J Balaji Rao

D S Mehta
2

J N Godrej

S H Khan

Rajiv Bajaj

Suman Kirloskar (Ms)
3

Naresh Chandra
4

Atul C Kirloskar
1

Relationship with
other Directors

38,000

9,000

6,000

38,000

–

32,000

27,000

10,000

5,000

Sitting Fees
Rs.

Total
Rs.

298,000

69,000

66,000

298,000

1,245,476

232,000

207,000

50,000

25,000

Commission
Rs.

260,000

60,000

60,000

5 6,000 66,00060,000

260,000

200,000

180,000

40,000

20,000

Salary & perquisites
Rs.

5 5,855,5442,400,0003,455,544

5 4,830,5942,400,0002,430,594

1,245,476

5 4,710,2441,800,0002,910,244

Table 3 gives details of the remuneration paid or payable to directors during the year 2002-03.
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1 Ceased effective from 23 October 2002

2 Re-appointed effective from 6 February 2003

3 Appointed effective from 23 October 2002

4 Appointed effective from 15 January 2003

5 Rahul Bajaj is the father of Rajiv Bajaj and cousin of Madhur Bajaj & Shekhar Bajaj

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.

Notes
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Management discussion and analysis

Warning against insider trading

Shareholders

This is given as a separate chapter in this

annual report.

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 SEBI (Insider

Trading) Amendment Regulations, 2002, a fresh

set of guidelines was issued by the company on

the subject to the directors, officers and designated

employees of the company. The code of conduct

and corporate disclosure practices framed by the

company will help in ensuring compliance of

the amended regulations.

D S Mehta, the whole-time director, was

re-appointed by the board of directors for a further

term of 5 years effective from 6 February 2003 at

the board meeting held on 15 January 2003. His

re-appointment as a whole-time director is subject

to the approval of the shareholders at the

forthcoming annual general meeting.

S H Khan and D J Balaji Rao are retiring by

rotation and are eligible for reappointment.

Naresh Chandra was appointed by the board of

directors as an additional director with effect from

15 January 2003. He holds office till the date of the

Disclosure regarding appointment or

reappointment of directors

ensuing annual general meeting and his

appointment as a director is to be approved in

the said meeting.

Nanoo Pamnani was appointed by the board of

directors as a director with effect from

14 May 2003 in the casual vacancy arising from

the resignation of D S Mulla after working hours of

31 March 2003. He holds office till the date of

the ensuing annual general meeting and his

appointment as a director is to be approved

in the said meeting.

Brief profiles of D S Mehta, S H Khan,

D J Balaji Rao, Naresh Chandra and

Nanoo Pamnani, along with particulars of their

directorships and committee memberships are

given in the notice being issued to the

shareholders of the ensuing annual general

meeting of the company. Shareholders are

advised to refer to the same.

The attendance record of the said directors in the

board / general meetings during the year under

review, is given to the extent applicable, in Table 1.

Quarterly and half-yearly financial results are

published in numerous leading dailies, such as

along with the

official press release. In addition, the half-yearly

financial results are published in the Financial

Times, U K. 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 web-site, on which the

important public domain information, including

Hindustan Times, Times of India, The Economic

Times, Sakal, Kesari, Financial Express, Hindu-

Businessline and Business Standard

Communication to shareholders

www.bajajauto.com
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presentations made to the media, analysts,

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 web-site.

The web-site 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.

The company also files, inter alia, the following

information, statements, reports on the electronic

data information filing and retrieval (EDIFAR)

website maintained by National Informatics Centre

(NIC), online as specified by SEBI.

The company further files on the approved

website of London Stock Exchange online

information on financial statements and other

matters as specified by them.

The board of directors of Bajaj Auto constituted

the shareholders' and investors' grievance

committee of the directors in 2000.

Full version of the annual report including the

balance sheet, profit & loss account, directors'

report and auditors' report, cash flow

statements, half-yearly financial statements and

quarterly financial statements.

Corporate governance report.

Shareholding pattern statement.

�

�

�

Shareholders' and investors' grievance

committee

The present committee consists of the

following members :-

1. D J Balaji Rao, Chairman

2. J N Godrej

3. Naresh Chandra

D S Mulla, who was the chairman of the

committee ceased to be so on his resigning from

the board effective from 31 March 2003.

Naresh Chandra was inducted into the committee

with effect from 12 March 2003. D J Balaji Rao

was made the chairman of the committee with

effect from 1 April 2003.

All members of the committee are independent,

non-executive 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 year under review, the committee met

on 12 March 2003 to review the status of investors

services rendered, with D S Mulla, J N Godrej and

D J Balaji Rao being present. The secretarial auditor

was also present at the meeting. J Sridhar,

company secretary and the compliance officer to

look into shareholders' grievances on a day-to-day

basis also attended the meeting. 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
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service for dividend payment, complaints of

investors routed by SEBI, amounts transferable to

Investor Education and Protection Fund, secretarial

audit 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, chairman & managing director.

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 noted that the company

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

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:

55 AGM 29 July, 2000 at 12.15 p.m.

56 AGM 28 July, 2001 at 12.15 p.m.

57 AGM 27 July, 2002 at 11.30 a.m.

Shareholder Information.

th th

th th

th th

Information on general body meetings

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.

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 the company.

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 information of interest to the

shareholders is set out in the following chapter of

this annual report titled

This chapter, read together with the information

given in the chapters entitled

constitute a detailed compliance

report on corporate governance during 2002-03.

Shareholder Information.

Management

Discussion and Analysis and Shareholder

Information,

Material disclosure and compliance

General shareholder information

Report on corporate governance
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Auditors' certificate on corporate

governance

Combined code of governance of the

London Stock Exchange

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 2002-03. This certificate will be sent to

the stock exchanges along with the annual return

to be filed by the company.

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.

Corporate Governance



Shareholder Information
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Annual general meeting

Financial calendar

Date : 26 July 2003

Time : 11.30 a m

Venue : Registered office at Mumbai-Pune road,

Akurdi, Pune 411 035

Audited annual results for year ending

31 March 2003

- 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

Dates of book closure

The board of directors of the company has

proposed a dividend of Rs.14 per equity share

(140 per cent) for the financial year ended

31 March 2003, subject to approval by the

shareholders of the company at the annual

general meeting.

Dividend paid in the previous year was

Rs.14 per equity share (140 per cent), inclusive

of a special dividend of Rs.2 per share (20 per cent)

on account of the one time premia received from

Allianz AG, the company's partner in the two

insurance joint ventures.

The register of members and share transfer books

of the company will remain closed from Saturday,

12 July, 2003 to Saturday, 26 July 2003, both days

inclusive, for the purpose of annual general

meeting and payment of dividend declared.



Date of dividend payment

Payment of dividend

Unclaimed dividends

The payment of dividend, upon declaration by

the shareholders at the forthcoming annual general

meeting, will be made on or after 31 July 2003:

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 11 July 2003 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 11 July 2003.

Dividend will be paid by account payee / non

negotiable instruments or through the electronic

clearing service (ECS) as notified by the SEBI

through the stock exchanges. In view of the major

advantages as also the encouraging response

received last year, the company proposes to

continue to pay dividend upto an amount of

Rs.500,000 through ECS, in select cities, this year

also. Shareholders are advised to refer to the

notice of the annual general meeting for details of

action required to be taken by them in this regard.

For additional details or clarifications, the

shareholders may get in touch with the company.

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 Building, 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.

The company has no external registrar or share

transfer agent. All work relating to physical

transfer, transmission, splitting of share certificates,

dematerialisation and rematerialisation processing,

payment of dividend, etc. is done in-house at the

registered office of the company. The company has

its own connectivity with NSDL / CDSL for

conducting the dematerialisation and

rematerialisation work in-house.

Registrar and transfer agent
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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 2002-03 was 12,745,203 -

compared to 1,956,944 shares during 2001-02. Of

these, 115,698 shares were directly dematerialised

against receipt of option forms.

Dematerialisation of shares

Global depository receipts (GDRs)

During 2002-03, 1,621,728 shares (including the

shares dematerialised under the scheme of

'Transfer-cum-demat') were dematerialised -

compared to 5,286,162 shares during 2001-02.

The distribution of shares in physical and electronic

mode as on 31 March 2003 and 31 March 2002 is

given in Table 1.

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 2003, 5,072,399 GDRs were

outstanding, and represented an equal number of

underlying equity shares. Of these, 4,319,511

shares were held in electronic form, and

752,888 were in physical form.

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

Physical

Demat:

NSDL

CDSL

Sub-Total

Total

Dematerialisation
done during 2002-03

Position as on
31 March 2002

Position as on
31 March 2003

Categories

54,295,028

45,275,882

1,612,600

46,888,482

No. of
shares

101,183,510

53.66

44.75

1.59

46.34

100.00

% to total
shareholding

55,916,756

44,365,716

901,038

45,266,754

101,183,510

No. of
shares

55.26

43.85

0.89

44.74

100.00

% to total
shareholding

1,621,728

910,166

711,562

1,621,728

–

No. of
shares

1.60

0.90

0.70

1.60

–

% to total
shareholding

TABLE 1: Shares held in physical and electronic mode
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companies. SEBI registered brokers can 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.

2.National Stock Exchange BAJAJAUTO

3.Reuters BJAT.BO

4.Bloomberg BJA.IN

5. ISIN INE118A01012

1.BSE, Mumbai 500490

Stock code

Voluntary delisting on stock exchanges

Securities & Exchange Board of India (SEBI) has

recently come out with the guidelines on delisting

of securities. Pursuant to the guidelines, the board

has decided, subject to necessary approvals to

delist the company's equity shares from Pune

Stock Exchange and Delhi Stock Exchange,

since there is negligible or no trading of shares

on these exchanges.
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Listing on stock exchanges

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

4. National Stock Exchange of India Ltd.

(NSE)

3. The Delhi Stock Exchange Association Ltd.

(DSE)

2. BSE, Mumbai

1. Pune Stock Exchange Ltd.

(regional stock exchange)

Shivleela Chambers, 752 Sadashiv Peth,
R B Kumthekar Marg, Pune 411 030

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

DSE House, 3/1, Asaf Ali Road,
New Delhi 110 002

Exchange Plaza, Bandra-Kurla Complex,
Bandra (E), Mumbai 400 051

Name Address

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

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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TABLE 2: Monthly highs and lows of

Bajaj Auto shares in 2002-03 (Rs.)

Month

Apr-02

May-02

Jun-02

Jul-02

Aug-02

Sep-02

Oct-02

Nov-02

Dec-02

Jan-03

Feb-03

Mar-03

High

514.65

522.00

537.00

565.00

465.95

425.10

435.00

489.90

510.00

538.25

554.00

521.00

Low

465.00

457.00

477.15

414.75

408.50

367.00

360.70

424.95

460.75

470.00

499.55

466.10

High

515.00

523.00

538.00

555.00

466.95

425.00

435.50

561.50

565.00

538.40

554.40

540.00

Low

460.00

458.25

475.00

410.00

402.75

366.25

360.80

401.85

460.00

415.45

499.05

466.35

High

541.28

541.33

518.97

523.51

447.07

423.93

418.22

473.24

508.48

534.41

543.66

517.02

Low

475.99

451.30

477.82

408.72

409.67

377.48

369.93

411.77

469.92

503.68

514.89

473.96
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Daily closing quotes. Both series indexed to 100 on 1 April 2002

BSE sensex BAL

CHART A: Bajaj Auto versus BSE sensex, 2002-03

Chart A depicts the comparable movements of

Bajaj auto's shares against the BSE sensex, during

the year ended 31 March 2003.

Distribution of shareholdings

Table 3 gives details about the pattern of

shareholdings among various categories as on

31 March 2003, while Table 4 gives the data

according to size classes.

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.

29,517,706

17,495,992

5,072,399

12,569,211

4,069,074

4,377,770

303,714

452,483

27,325,161

101,183,510

No. of
shares

29.17

17.29

5.01

12.42

4.02

4.33

0.30

0.45

27.01

100.00

% to
total
capital

28.59

17.47

4.65

13.68

5.09

2.44

0.62

0.45

27.01

100.00

% to
total
capital

28,926,682

17,680,314

4,702,378

13,840,873

5,146,583

2,464,060

629,045

459,180

27,334,395

101,183,510

No. of
shares

Promoters and
persons acting
in concert

Friends and
associates of
promoters

GDRs*

Foreign
Institutional
Investors

Public Financial
Institutions

Mutual funds

Nationalised
and other
banks

NRIs and OCBs

Other

Total

Categories

31 March,
2003

31 March,
2002

TABLE 3: Distribution of shareholdings

across categories

* Under the deposit agreement, the depository exercises the voting
rights on the shares underlying the GDRs as directed by the promoters.

101 to 200

201 to 500

501 to 1,000

1,001 to 5,000

5,001 to 10,000

10,001 to 100,000

100,001 and above

Total

15,029 49.91 754,757 0.75

4,860 16.14 748,034 0.74

4,329 14.38 1,429,748 1.41

2,054 6.82 1,464,788 1.45

2,581 8.57 5,718,457 5.65

504 1.67 3,509,105 3.47

602 2.00 17,872,043 17.66

152 0.51 69,686,578 68.87

30,111 100.00 101,183,510 100.00

%Number Number %

Shares held in
each class

Number of
shareholders

No. of
shares

TABLE 4: Distribution of shareholding according to

size class as on 31 March 2003

Upto 100
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Shareholders' and investors' grievances

Nomination

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 year under review, two letters were

received from SEBI concerning eight complaints

filed by the shareholders on various matters.

In respect of each of these complaints, which were

found to be repetitive, replies have already been

filed with SEBI in the prescribed format and no

action remains to be taken from the company's

end. Copies of the replies have been given to the

complainants as well.

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

Address for correspondence

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 Dist. Pune (Maharashtra)

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 :

Web-site :

investors@bajajauto.co.in

www.bajajauto.com
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2002-03 2001-02 2000-01 1999-00 1998-99

BAJAJ AUTO-HIGHLIGHTS

INCOME

ASSETS EMPLOYED

FINANCED BY

OTHERS

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

Gross Profit after Interest but

before Depreciation and Tax 7,675 5,468 9,705 8,912

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

Dividends & Corporate Dividend Tax 1,417 892 1,325 1,060

Net Fixed Assets 13,683 13,623 11,143 9,218

Technical Know-how 128 160 4 7

Investments 19,661 11,846 19,524 14,591

Net Working Capital 3,353 5,873 6,327 6,698

36,825 31,502 36,998 30,514

A.Borrowed Funds

i Cash Credit & Commercial Paper 318 560 1,016 411

ii Sales Tax Deferral 5,890 4,516 3,864 2,996

iii Others 1,959 61 77 90

8,167 5,137 4,957 3,497

B. Shareholders’ Funds

i Share Capital 1,012 1,012 1,194 1,194

ii Reserves 27,646 25,353 30,847 25,823

28,658 26,365 32,041 27,017

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

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

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

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

50,705

9,598

5,384

1,598

12,982

107

27,299

2,144

Total 42,532

539

7,819

1,768

Total 10,126

1,012

31,394

Total 32,406

26,262

8

3,529

2,838

,220

Rs. million
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SALES

EMPLOYEES

EQUITY SHARE DATA

RATIOS

Two-Wheelers Nos. 1,198,296 1,053,901 1,240,621 1,242,049

Three-Wheelers Nos. 160,684 155,177 171,977 181,452

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

Sales & Other Income per

equity share Rs. 435 356# 353 327

Earning per equity share Rs. 51 22# 53 46

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

Book value of equity share Rs. 283 261 268 226

Market price: Mumbai Stock Exchange

(a) High Rs. 505 392 650 690

(b) Low Rs. 208 221 257 483

Dividend % 140 80 100 80

Dividend Cover

(Including Corporate Dividend Tax) Times 3.7 2.8 4.8 5.2

Gross Profit

Sales and Other Income
% 17.43 13.79 23.02 22.81

Profit for the year

Net Worth
% 18.18 9.96 19.15 20.01

Net Worth

Total Assets
% 54 57 59 59

Long Term Debt

Net Worth
Times 0.21 0.17 0.12 0.11

# On weighted average equity capital

1,251,914

193,859

12,338

501

53

70

320

565

361

140

3.4

18.93

16.61

52

0.24

Earning before Interest, Taxation,
Depreciation and Amortisation % 19.0 16.8 9.8 18.2 20.9

Pre-tax return on operating
capital employed % 60 41 14 34 44

BAJAJ AUTO-HIGHLIGHTS (contd.)

2002-03 2001-02 2000-01 1999-00 1998-99

Highlights



translates into a growth of 15 per cent in value.

There was a substantial improvement in the sale

of motorcycles during the year under review to

868,138, a 32 per cent growth over the previous

year. This compares well with the 31 per cent

growth in the total market for motorcycles. Sale of

geared and ungeared scooters as well as step-thru

vehicles fell sharply. However, the sale of three-

wheelers grew significantly to 193,859 i.e. by

almost 21 per cent, compared to the previous year.

Directors’ Report

Introduction

The directors present their 58 annual report and

the audited statements of accounts for the year

ended 31 March 2003.

The directors are pleased to inform that in spite

of a very competitive market, the company has

posted a good performance during the year under

review. Total sale of two and three-wheelers,

boosted by a major spurt in exports, went up from

1.359 million during the previous year to

1.446 million in the year under review, thereby

showing an overall growth of 6.4 per cent. This

th
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Operations

Motorcycle

Geared scooter

Ungeared scooter

Step-thru

Two wheeler (sub-total)

Three wheeler

Total

Of the above, exports were
Two wheelers
Three wheelers

Sales

Total

2002-2003
(Nos.)

868,138

268,656

60,757

54,363

1,251,914

193,859

1,445,773

53,366
40,875

94,241

2001-2002
(Nos.)

656,018

407,670

66,603

68,005

1,198,296

160,684

1,358,980

29,692
14,619

44,311

Sales & other income

Gross profit before interest &
depreciation

2002-2003
Rs. million

Interest

Profit before depreciation

Depreciation

Extraordinary item of income-
Premium on Insurance Ventures

Profit before taxation

Profit after tax provision

Provision for taxation

Disposable surplus after
adjustments for earlier years

Proposed dividend
(inclusive of dividend tax)

Balance carried to
general reserve

Earnings per share (Rs.)

2001-2002
Rs. million

50,705 44,027

9,609 7,709

11

9,598

1,712

–

7,886

2,502

5,384

5,346

1,598

3,748

52.84

34

7,675

1,797

1,170

7,048

1,837

5,211

5,182

1,417

3,765

51.21

Financial Results

Operating margins went up to 19 per cent during

the year under review, as compared to 16.8 per

cent in the previous year. This was achieved mainly

on account of a better product-mix, higher export

volumes and a series of initiatives taken to reduce

cost and raise productivity by total productive

maintenance (TPM), value engineering, vendor

rationalisation and other means.

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) for the year ended 31 March 2003.

The amount of dividend and the tax thereon

aggregates to Rs.1,598 million.

Dividend paid for the year ended 31 March 2002

was Rs.14 per share (140 per cent), inclusive of a

special dividend of Rs.2 per share (20 per cent) paid

on account of the one-time premia received from

Allianz AG, Germany, the company's partner in the

two insurance joint ventures.

The company's 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

embarked on a major project to upgrade its R&D

facilities including two totally new design and test

centres. This facility is under completion and is

slated to be in operation in the beginning of the

current financial year. The company has also hired

international consultants in the area of design,

metallurgy and process improvements, to support

its development efforts.

Dividend

Research & development and

technology absorption
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Major initiatives taken during the year under

review were the following:

The company has, through internal

efforts, designed and launched a sub

100 cc motorcycle, the "BYK", for the entry

level market. With its high fuel efficiency

and smart looks, the product has attracted

many customers.

The company also launched Caliber 115

motorcycle (popularly called "Hoodibabaa"),

which has received a good response in the

market due to its superior performance in both

power and fuel efficiency.

The company has upgraded the Boxer series

with various new vehicle features. The Boxer

CT/AR series has a newly developed K Tech

engine which is popular among the customers.

The company has designed and developed a

125 cc motorcycle in collaboration with

Kawasaki Heavy Industries Ltd. The product

which has been designed keeping in view the

needs of the global market is also expected to

do well in the domestic market. The

development activities are completed and the

pre-mass production trials are in the final

stages. The vehicle will be launched in the

second quarter of the current financial year.

The company has launched a diesel rear

engine goods carrier GC1000 in March 2003.

Also, after successful implementation of

CNG autorickshaw, the company has

developed RE 4S LPG vehicle and its

production commenced in March 2003.

�

�

�

�

�

� The company has met each of the schedules

stipulated for complying with different

regulations of emission and Central Motor

Vehicles Rules in all its products.

Expenditure on research and development during

the year under review was:
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i Capital
(including technical knowhow)

2002-2003
Rs. million

2001-2002
Rs. million

99.9 36.3

ii Recurring 322.5 337.8

iii Total research and development
expenditure as a percentage of
total sales, net of excise duty 1.02 1.04

Conservation of energy

One of the major steps taken by the company in

the area of energy was through the commissioning

of a wind power project with an installed capacity

of 65.2 MW in the recent years between 2000 and

2002. 106 million units of power of the value of

Rs.301 million generated during the year under

review by 138 wind turbine generators (WTG)

were captively consumed during the year.

The cumulative capital investment made by the

company in wind power project is Rs.2.94 billion.

As a part of constant efforts to conserve energy

and natural resources, following steps were taken

during the year under review:

Conservation of electrical energy was achieved by

Installation of precise temperature controllers

for AC plants in different areas.

Installation of variable frequency drives [VFD]

�

�
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for large capacity pumps and air handling units

at the paint shops.

Installation of additional automatic power

factor correction [APFC] units.

Provision of stabilised & reduced voltage supply

to identified areas such as street lights,

assembly conveyors, paint booth lights etc.

Installation of automatic cut off switches for

compressed air supply of gauging systems

of machines.

Installation of electronic ballasts in

various shops.

Stopping of idle running of motors of hydraulic

& coolant pumps, blowers, fans, presses etc.

by installing programmable timers in

various shops.

Modification of electrically heated LPG

vaporisers into heat-less vaporisers.

Saving in water consumption during the year

under review was achieved by:

Reuse of treated water from effluent plant.

Implementing rain water harvesting for

gardening purposes and working on zero

discharge principle.

Increasing awareness amongst employees for

conserving water.

Saving in consumption of fuel was achieved by

way of energy audit & close monitoring at different

user locations as also by application of heat

insulating paint inside the ovens in the heat

treatment & paint shops.

�

�

�

�

�

�

�

�

�

In addition to investments made for wind power

projects, investment to the tune of Rs.5.8 million

was made to reduce energy and water

consumption in items such as:

Installation of VFDs to reduce consumption

of blowers.

Installation of precise temperature controllers

for AC plants.

Installation of APFC units, additional capacitor

banks for better power factor and better

quality power.

Installation of Compact Fluorescent Lamps

and electronic ballast's, timers etc.

Heat insulating paint for paint shop ovens.

Rain water harvesting and use of water from

natural sources.

Modification of electrically operated LPG

vaporisers into heat-less vaporisers.

Due to measures taken to conserve electrical

energy, there was an overall reduction of 3 per cent

in electric units in average power consumption

per vehicle.

Due to continuous efforts in reducing water

consumption, there was an overall 11 per cent

reduction in total water consumption, in spite of

an overall increase of 6.16 per cent in vehicle

production during the year.

By adopting appropriate control measures and

more effective utilisation of the equipment, there

�

�

�

�

�

�

�

Impact of measures taken
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was an overall 14 per cent reduction in

consumption of LPG and 17 per cent reduction in

consumption of light diesel oil.

Saving effected in the three plants by way of

various steps taken during the year under review is

estimated at Rs.28.5 million.

The company's exports during the year under

review, which more than doubled as compared to

the previous year, went up from Rs.1,596 million to

Rs.3,529 million. Exports during this year consisted

of 94,241 two and three-wheelers as against

44,311 two and three-wheelers during the previous

year, representing a growth of 113 per cent.

The company has become India's leading exporter

of motorcycles. The company achieved the highest

ever annual export of 43,218 motorcycles, a

growth of 173 per cent over the previous year's

exports of 15,811 units. The growth in exports of

two wheelers during the year was 80 per cent.

The export of three wheelers has also witnessed a

steep rise, helping the company to maintain its

numero uno position in the segment. The total of

three-wheeler exports during the year was 40,875

units, a growth of 180 per cent over the previous

year's total of 14,619 units.

The company opened an office in Dubai, UAE in

January 2003 to create business opportunities

which arise in the region from time to time. The

Dubai operations are expected to help monitor

market developments in the region more closely,

and help in increasing sales, particularly in

Iran and Egypt.

Foreign exchange earning & outgo

The total foreign exchange earned by the

company during the year under review was

Rs.3,580 million as against Rs.1,623 million during

the last year.

The total foreign exchange outflow during the

year under review was Rs.1,444 million towards

import of raw materials, components, machinery

spares, capital equipment and other expenditure as

against Rs.1,796 million during the previous year.

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 submitted its charter of

demands and the company has given its charter of

expectations to the Union. After several rounds of

discussions, settlement has not been reached so

far, mainly on account of differences in perception

regarding productivity. The union has preferred the

matter before the Additional Commissioner of

Labour, Pune on 21 March 2003 as an industrial

dispute. The matter is being heard, but

negotiations also continue.

The company announced and operated during

the year under review, voluntary retirement

schemes for staff and workmen. The schemes were

availed of in all by 562 staff members and

544 workmen.

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:

Industrial relations
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�

�

�

�

�

The Supreme Court has admitted, with an

order to maintain status quo, special leave

petitions filed by the company against the

orders of the Bombay High Court, which had

granted the status of permanency in

employment to the temporary workmen of

Akurdi and Waluj plants. An application has

been filed by the workmen with the Chief

Justice of India requesting for an expeditious

hearing in the matter and the hearing on the

application is awaited.

The company has filed a writ petition before

the Bombay High Court against the

notification of Government of Maharashtra

issued on 23 August 2002, prohibiting the

contract labour system in house keeping

and canteen. The petition has been

admitted and stay granted.

The company's programme of upgrading its IT

systems through `my SAP’ an Enterprise Resource

Planning (ERP) package at an overall project cost of

Rs.300 million, is progressing as per schedule.

Implementation has so far been done as follows :

Sales & distribution and supporting finance

function on 1 July 2002.

Manufacturing, procurement, engineering

change management and supporting

finance functions in Chakan plant on

2 December 2002.

Manufacturing, procurement, engineering

change management, HRD and complete

Developments in information

technology applications

finance in Akurdi and Waluj plants on

1 April 2003.

a

joint venture between Bajaj Auto (74 per cent) and

Allianz AG (26 per cent) completed its first full year

of operations in the year under review and

continued to retain its position as the largest non-

life insurance company in the private sector. The

gross premium written for the financial year rose by

over 100 per cent from Rs.1.42 billion in the

previous year to Rs.3.0 billion in the year under

review. The company at present has a product

range of 40 products and also tailors products to

suit specific customer needs. The company has

also written some innovative insurance products

in the year like insurance for film making,

Amarnath Yatris etc.

The company has achieved a good geographical

spread with 37 offices in 36 cities and has a staff

strength of about 400 as on 31 March 2003

comprising a good mix of both skilled technical

staff from the industry as well as fresh youngsters

from outside the industry.

The company hopes to further consolidate its

position in the current year through a few new

branches and expansion in the business of the

existing branches.

a joint

venture between Bajaj Auto (74 per cent) and

Allianz AG (26 per cent) completed its first full year

of operations during the year under review. During

this period, the company issued more than

115,000 policies with a gross premium of

Joint ventures & associate companies

Bajaj Allianz General Insurance Company Ltd.,

Allianz Bajaj Life Insurance Company Ltd.,

Directors’ Report



Rs.691.7 million. The network of the company was

increased by opening new branch offices during

the year under review. As of now, the company has

presence in 33 cities. During the year under review,

the company launched two new products i.e a

Child Care Plan and an investment related product

called "InvestGain". The responses to both these

products have been positive. Due to the general

decline in interest rates, the pricing of company's

single premium products was revised twice during

the year. Additional funds by way of capital and

premium of Rs.493.7 million were infused to fund

the growth plans of the company. The company

has been adopting a multi distribution channel

strategy for selling its various life insurance

products. The field agency force has been the most

dominating of all existing distribution channels

contributing nearly 90 per cent of the total

business. The company has been able to build up

a large agency force across the country. The

company currently has a sales force of above

9,500 productive insurance care consultants.

a company,

jointly promoted to manufacture and sell scooters,

by Bajaj Auto together with Western Maharashtra

Development Corporation Ltd. (WMDC) in the year

1975, had performed creditably for about 25 years

with consistent growth in profits and sales.

However, during the last couple of years, its profits

have declined substantially due to the steep fall in

the demand for geared scooters. WMDC is now

considering to sell its 27 per cent holding in MSL

and Bajaj Auto has confirmed its willingness to

purchase the said shares. The price at which the

shares are to be sold is, however, not yet

determined. A high level committee under the

chairmanship of the chief secretary to the

government of Maharashtra has been constituted

Maharashtra Scooters Ltd. (MSL),

vide notification of the government of Maharashtra

dated 15 January 2003 to determine the offer price

in respect of shares held by WMDC in MSL.

The matter is in progress.

The company, through Jankidevi Bajaj Gram Vikas

Sanstha, (JBGVS) continued with the integrated

development of 23 villages in Pune district and 3 in

Aurangabad district with the primary objective of

improving the quality of life of the rural poor.

The following are the highlights of the activities

undertaken during the year under review:

16 rural women were selected and

trained as "barefoot doctors" to take care of

health in their villages, especially mother and

child care. Mobile clinics were organised in the

remote villages.

1800 women

formed 94 self help groups and saved

Rs.1.5 million, most of which was utilised to

give loans for income generation.

An organisation named "DISHA" was sponsored

by JBGVS along with VANRAI and Rotary Club

of Poona North, to provide micro credit loans

to poor women for income generation.

An UNICEF project was undertaken

for training 3,100 children in

71 primary schools in improving personal and

environmental sanitation in their villages.

The children are now acting as "messengers"

for spreading the word in their villages.

Rural and community development

activities and empowerment of women

�

�

�

Health Care:

Empowerment of women:

Sanitation:
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Literacy classes are being run in 3

villages for achieving 100 per cent adult literacy.

Under a dairy project, sponsored

by CAPART, 50 farmers were

each given a cross bred cow with a

cowshed. Veterinary cover and training

were also provided.

Projects have been

sanctioned by CAPART and Zilla Parishad, Pune

for watershed development in 7 and 10

watersheds respectively. The two projects

costing Rs.37.4 million approximately are

to be completed in the next four years.

Securities & Exchange Board of India (SEBI) has

recently come out with the guidelines on delisting

of securities. Pursuant to the guidelines, the board

has decided, subject to necessary approvals, to

delist the company's equity shares from Pune stock

exchange and Delhi stock exchange, since there is

negligible or no trading of shares on these

exchanges for a considerable length of time.

A resolution for this purpose is proposed for

shareholders' approval in the ensuing

annual general meeting.

D S Mehta, whole-time director has been

re-appointed by the board for another 5 year

tenure commencing from 6 February 2003.

A resolution for his appointment and remuneration

is proposed for shareholders' approval in the

ensuing annual general meeting.

Literacy:

Dairy project:

Watershed development:

Delisting of shares

Directors

Rajiv Bajaj, whole-time director was re-designated

by the board as Joint Managing Director with

effect from 12 March 2003 with all other

terms of appointment and remuneration

remaining unchanged.

Atul C Kirloskar, director for over 15 years,

resigned from the board with effect from

23 October 2002. In the casual vacancy caused by

his resignation, Smt Suman Kirloskar has been

appointed a director with effect from 23 October

2002 and as such, she is liable to retire on the date

on which Atul C Kirloskar would have been due to

retire by rotation.

The board of directors appointed Naresh Chandra

as an additional director with effect from

15 January 2003. He holds office till the date of

ensuing annual general meeting and is to be

appointed a director in that meeting.

D S Mulla, director for over 32 years, resigned

from the board with effect from 31 March 2003.

In the casual vacancy caused by his resignation,

Nanoo Pamnani has been appointed a director

with effect from 14 May 2003 and as such, holds

office till the date of the ensuing annual general

meeting at which D S Mulla would have been due

to retire by rotation and is to be appointed a

director in that meeting.

The board places on record its sincere

appreciation of the valuable services rendered

by D S Mulla and Atul C Kirloskar to the

company during their long tenure as directors

of the company.

S H Khan and D J Balaji Rao retire from the

board by rotation and being eligible offer

themselves for re-appointment.

Directors’ Report



As per the current provisions of the articles of

association of the company, the number of

directors on the board shall not be more than 12

and the company has at present 12 directors on

the board. In order to enable the company to have

a stronger and broad-based board, the board has

decided to increase the present limit to 15, subject

to the approvals of the shareholders and the

central government as may be applicable.

A resolution for this purpose is proposed for

shareholders' approval in the ensuing annual

general meeting.

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.

Directors' responsibility statement

�

�

�

� That the annual accounts have been prepared

on a going concern basis.

The directors also present the consolidated

financial statement, 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

provisions of the listing agreement.

The company has made an application to the

central government for exemption from complying

with the provisions of section 212 (1) of the

Companies Act, 1956 with regard to attaching of

the balance sheet, profit and loss account and

other documents of the subsidiaries and approval

from the central government is awaited.

The accounts of the subsidiary companies will be

made available to the members upon receipt of

request from them.

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.

Consolidated financial statement

Statutory disclosures

Annual Report 2002-2003 64



Annual Report 2002-2003 65

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 2002-03 is

attached to the balance sheet.

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.

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 31 March 2003 and

2002 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.

Corporate governance

Reconciliation of accounts under US

GAAP and IAS

Auditors' report

Auditors

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.

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 2004. 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

14 May 2003 Chairman

Directors’ Report



Annexure 1

Information as per section 217(2A)(b)(ii) read with the Companies (particulars of employees) Rules, 1975 and forming part of the Directors’ Report for the year ended
31 March 2003

1 Bajaj Madhur 4,767,260 B Com, MBA 50 23 21-06-1986

Bajaj Rahul Chairman and 5,742,210 B A (Hons), LLB, 65 43 01-04-1970 Bajaj Tempo Ltd.

3 Bajaj Rajiv 4,365,934 36 12 19-12-1990 – –

Govind R V General Manager 2,408,562 B Tech (Mech) 47 26 25-08-2000 Kinetic Engg. Ltd. General Manager

5 Gupta Ranjit Vice President 4,078,376 60 37 19-03-1988 Maruti Udyog Ltd.

6 Hingorani N H 3,720,139 B E (Mech) 54 31 01-03-1997 LML Ltd. Executive Director

7 Laddha G B 3,133,048 B Com, AICWA 59 39 18-08-1969 Bajaj Tempo Ltd. Costing Officer

8 Menon P B Vice President 4,313,062 58 26 12-07-2000 Apollo Tyres Ltd. Head-Limda Plant

9 Ravichandran R L Vice President 4,279,145 53 33 27-01-1998 TVS-Suzuki Ltd.

10 Sridhar S General Manager 2,455,856 41 17 21-03-2001 TVS-Suzuki Ltd. General Manager(Sales)

11 Tripathi C P 4,195,840 61 37 22-01-1996 Escorts Ltd. Chief General Manager
(Operations)

PGDIEM

*These employees have left the service

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. Appointment of Rajiv Bajaj is for a period of five years with effect from
5 March 2002.

4. The services of all the above employees, who were on the rolls of the company as on 31 March 2003, 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 Rajiv Bajaj (Sr. No. 3 under "A") who is son of Rahul Bajaj (Sr. No. 2 under "A"), chairman and managing director of
the company.

Sr. Name Gross Age Total Date of Last Employment and Designation
No.

(A)Employed throughout the financial year

(B) Employed for part of the financial year

Notes

Designation/ Qualifications
Nature of duties remuneration (Years) experience commencement

(Rupees) (years) of employment

Vice Chairman Bajaj International Chief Executive
Pvt Ltd.

2 Dy. General Manager
Managing Director MBA (Harvard) Stationed as

Director-Managing
Agents at Pune From
01-01-1965

Joint Managing B E (Mech),
Director M Sc (M S E)

4
(Product Engg.-
2 Wheelers)

Inter Sc, MIME, General Manager
(Insurance) AMIPE, FIEE

Vice President
(Materials) (Commercial)

General Manager
(Finance)

B Sc (Mech. Engg.),
(Projects) M E (Mech)

B Com, PGDBM Vice President
(Business Dev. & (Mktg. & Sales)
Marketing)

B E (Agrl. Engg.)
(Sales-2 Wheelers)

Vice President B Sc, B Tech, DIIP
(Mktg and Proj)

*1 Bhargava R S Dy. General 635,048 B E (Mech) 61 37 22-06-1986 Mahindra Manager Planning
Manager (Quality) Owen Ltd.

*2 Gupta R S General Manager 953,852 B E (Mech) 61 39 02-11-1989 Telco, Dy. Divn. Manager
(Plant 1) Jamshedpur

*3 Sharma M L Dy. General 604,543 B Com, M A, LLB 67 46 12-04-1962 Indian Accounts Clerk
Manager Oxygen Ltd.
(Corporate
Personnel)

Annual Report 2002-2003 66



Annual Report 2002-2003 67

Annexure

Annexure 2

Auditors’ Certificate on Corporate Governance

Bajaj Auto Limited

DALAL & SHAH

ANISH AMIN

To the members of

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, 2003.

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.

The compliance of conditions of corporate governance is the responsibility of the management. 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.

On the basis of the records maintained by the “ Shareholders/Investors Grievance Committee “ of the company and

representation made to us by the management on our inquries , we state that, there were no investor grievances pending

against the company for a period exceeding one month.

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

Chartered Accountants

Partner

Membership No.40451

Mumbai:

14 May, 2003
th
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