ANDREW YULE & COMPANY LIMITED

ANNUAL PLAN   2007-08

&

ELEVENTH FIVE-YEAR PLAN 2007-12
1.0
INTRODUCTION:

1.1 Andrew Yule & Company Limited (AYCL) is a parent Company of the Andrew Yule Group headquartered at Calcutta. Founded in 1863, it was incorporated as Private Limited Company in 1919, converted into a Public Limited Company in 1949 and subsequently in 1979 it became a Central Public Sector Undertaking under the Ministry of Industry. Currently the Government of India holds 97.46% of the Equity Shares in the Company and the balance being held by Financial Institutions and Public. The Shares are listed in Calcutta Stock Exchange and the Company has around 12000 Shareholders.

1.2 The current Business Activities of the Company includes Engineering and Electrical Products and Tea, each of which operates in a highly competitive environment. The Company has four Operating Divisions namely, Tea Division, Electrical Division, Engineering Division and General Division, which provides common services. The details of Business Activities are as under.


TEA DIVISION:

AYCL has more than 100 years’ of experience in Tea Plantation and the history of AYCL is closely connected with the history of Indian Tea Industry. The Company has 15 Tea Gardens in Assam, Dooars and Darjeeling and is engaged in the cultivation, processing and marketing of CTC and Orthodox Tea. Currently the Company’s products are sold in bulk.


ELECTRICAL DIVISION:


The Business of the Electrical Division comprises manufacture and marketing of products for the Power Generation, Transmission and Distribution Sectors. The customer base of the Division comprises the State Electricity Boards as well as the Industrial Sector. The Division has four units with manufacturing facilities spread across four locations.


The Transformer & Switchgear Unit at Chennai was formerly a sick unit, which was taken over by AYCL after its nationalization. It manufactures Power and Distribution Transformers, Ring Main Units, Load Break Switches and Load Interrupters. The prominent customers for the Unit’s products are State Electricity Boards, private power producers and Industrial concerns. The Unit has obtained the ISO 9001 Certification.

The Brentford Unit at Kolkata was a sick unit taken over by AYCL after nationalization. This Unit manufacturers power Voltage Regulators, Rectifiers and Distribution Transformers. The products of the Unit are purchased by Industrial Units and Power Grids. The Unit has obtained the ISO 9001 Certification.


The Switchgear Unit at Kolkata is engaged in the manufacture of High Tension and Low Tension Switchgear, Vacuum Circuit Breakers and various flameproof items. The principal customer for the flameproof items is the Mining Industry, more particularly the Coal Mining Industry, Industrial concerns and State Electricity Boards. The principal customers for the HT equipment are Industrial Units and State Electricity Boards. This Unit has obtained ISO 9001 Certification.


The Togami Unit at Kolkata has a retail as well as Industrial customers base. The products of the Unit such as Industrial Motor Starter, Motor Control Centre, Pole-mounted Capacitor Switch, Sectionalizer, etc. are utilized by the Industrial Sector while products such as Contactors and Relays are used by the retail customers. This Unit has obtained ISO 9001 Certification.


ENGINEERING DIVISION:


The Engineering Division was set up in 1967 with the takeover of a Unit from Davidson of India Ltd, which was engaged in the manufacture of Tea Machinery since 1960. This Unit, called the Kalyani Unit, diversified into the manufacture of Industrial Fans in 1984 to cater to the requirement of large Thermal Power Projects. The Unit inherited the Technology for Industrial Fans from Davidson, UK through Collaboration for 15 years.

Another Unit was set up by this Division for the design, engineering, procurement and erection of Air Pollution Control Projects on a Turnkey basis. This Unit, called the APC Unit, has also entered into Water Pollution Control Projects. In order to effect economy and better coordination, the Kalyani and APC Unit of the Company have been reorganized, merged and transferred to Kalyani Factory.


GENERAL DIVISION:


The General Division provides Corporate Services such as Legal, Finance, Taxation, Internal Audit, HRD, Corporate Planning etc. as well as Common Support facilities such as Salary, Administration, Transport, Canteen Services etc. to the various Divisions of AYCL as well as to AYCL Group Companies in return for a service fee. Besides these services, the Division also looks after the investment of the Andrew Yule Group.

1.3
List of Product & Services of the Company is given at Appendix “A”.

2.0 PRESENT STATUS OF THE COMPANY

2.1 The Company has been performing far below its potential due to acute resource crisis, which has been facing over the last five years.  The operation of the Company remained virtually crippled leading to lower level of production and turnover.  Accordingly, the performance during the last few years did not reflect the competitive strength and potential of the Company.

2.2 The Company was declared Sick by BIFR in September 2004.  A Draft Rehabilitation Scheme (DRS) incorporating financial and business restructuring has been approved by BRPSE and presently awaiting appropriate Government approval.

3.0  
REHABILITATION PLAN OF THE 


COMPANY UNDER CONSIDERATION

3.1
Major focuses of the Rehabilitation Plan are :

(a) Trifurcation of businesses of the Company by spinning off the existing Engineering and Electrical Divisions into two separate Subsidiary Companies while AYCL (Restructured) will retain the tea business.

(b) Enhancement of productivity and competitive strength to enable each of the business to operate at full potential and thereby achieve viability of the operation.

(c) Reorganization of operations of Electrical Division to rationalize the product-mix and reduce the cost of operations.

(d) To enter into Packet Tea business with long term commitment to strengthen viability of Tea operation.

3.2
DRS envisages the following funding pattern for Restructuring Proposals:

(Rs.Crores)
	I t e m s
	2006-07
	2007-08
	Total 

	1
	Preference Equity Capital from GOI
	117.06
	
	117.06

	2
	Sale of Investment in Group Companies
	46.21
	--
	46.21

	3
	Bond Issue against GOI Guarantee
	20.00
	--
	20.00

	
	Sub-Total (1-3)
	183.27
	--
	183.27

	4
	Plan Equity for CAPEX *
	10.28
	11.28
	21.56

	5
	Plan Loan for CAPEX
	3.50
	4.50
	8.00

	6
	Internal resources for Plan Scheme
	0.22
	0.22
	0.44

	
	Sub-Total (4-6)
	14.00
	16.00
	30.00

	
	
	
	
	

	Total:
	197.27
	16.00
	213.27


*
Including proposal under North-East & Sikkim Scheme

4.0
PRESENT COMPETITIVE STRENGTH

(a) Tea Operation
The Company has more than 100 years experience in Tea Plantation.  Tea Gardens are located at prime areas in Darjeeling, Assam and Dooars.  Tea produced by the Company are sold in bulk in auction centers.  While the tea industry as a whole witness a depressed market condition leading to sharp decline in the auction prices.  However, during the current year, the prices started looking up.  The average price realization of the Company in the current year is Rs.79.66 as against Rs.66.50 per/Kg. during the year 2005-06.  There has been significant improvement in the quality of tea produced by the Company and at present the Company has rebuilt its position of having price range above the District Average.

(b) Engineering Operation
The Engineering Products namely Industrial Fan has a strong market presence with over five thousand installations in various core sectors like Power, Steel, Cement, Mining, Petroleum etc. AYCL is also a market leader for Industrial Fan in Steel Sector in terms of technology and also most preferred supplier after BHEL in power sector. For certain sectors BHEL procures Industrial Fans from Engineering Division for specialized applications. The Company has also been executing complicated technology equipment for quality conscious customers like Nuclear Power Corporation, NTPC, Alsthom etc.

Many of the products of the Company are specially designed for niche market in which the Company enjoys specific competitive advantage in terms of design, technology and product reliability. During the last few years the Company was not able to explore its full potential due to acute resource crisis. With the implementation of the revival proposal of the Company, which is under consideration by the Government, the Company will be able to further strengthen its hold in the niche market as well as expand its market share in the related market areas.
(c) Electrical Operation
Electrical products face competition from major private companies i.e. ABV, L&T, Reginald Brown, Crompton Greaves. 

Electrical Division enjoys distinct credibility and major market share for its specialized products such as Automatic Voltage Regulators, specialized Capacitor Switches and Auto Reclosures for system improvements, Flameproof Mining Switchgear etc. Products of the Electrical Division find acceptability with all the State Electricity Boards all over India.
Many of the products of Electrical Division have been designed over the years through Company’s own research and development which reflects the adequate expertise possessed by the Company for development and commercialization of such application-specific products.

5.0
BUSINESS STRATEGY FOR THE 11TH PLAN PERIOD

(a) New business area/product extension:

· Packet Tea operation;

· Manufacturing of Bio-Diesel;

· New range of Communicable Switchgears; and

· Manufacture of High Voltage Transformers.

(b) Strengthen the existing operation:

(i) Upgradation and modernization of the manufacturing infrastructure facilities.

(ii) Reintroduction of ISO System in Engineering and Electrical Divisions.

(iii) Development of products for existing as well as new market areas including export for electrical operation.

(c) Reorganization of Businesses:
· Reorganization of the operations of Electrical Division by merging 4 (four) Kolkata Business Centres into one and similarly 2 (two) Chennai Business Centres into one to reduce the cost of operation.

· Restructuring of Common Services with drastic reduction of manpower.

· Reorganization of manpower for Tea Operation.

· Accelerated Plantation programme: 

Replacement of old tea bushes having low productivity by uprooting and plantation along with augmentation of irrigation facilities, soil correction and improved drainage facilities.  This will result in improvement in quality and higher tea crop.

6.0
PERFORMANCE DURING10th PLAN PERIOD AT A GLANCE:

6.1
The details of the performance of the Company during 2000-01 to 2006-07 is given hereunder:

     








(Fig. in Rs./Crores)
	Particulars
	2002-03 (Actual)
	2003-04

(Actual)
	2004-05

(Actual)
	2005-06

(Actual)
	2006-07

(R.E)
	2007-08

(B.E)

	
	
	
	
	
	
	

	Gross Sales
	114.28
	105.18
	123.77
	115.36
	143.53
	210.24

	Production 
	107.37
	96.62
	119.64
	111.27
	134.29
	199.63

	PBIDT
	-37.00
	-29.67
	-49.21
	-35.96
	-21.83
	*12.01

	PBIT
	-39.38
	-32.18
	-51.91
	-43.92
	-28.49
	*4.10

	PBT
	-60.52
	-54.71
	-75.32
	-73.35
	-45.66
	*-12.36


* Excluding extra-ordinary income of Rs.32.73 Crores 

7.0
REVIEW OF INVESTMENTS DURING 10TH PLAN PERIOD: 

7.1
The approved outlay for the 10th Plan period for the Company was Rs.21.60 crores. The actual expenditure upto 2005-06 is Rs.13.85 Crores. The Budgetary Support proposed in the Annual Plan 2006-07 is Rs.7.00 Crores. The details of the outlay is given hereunder: 











(Fig. in Rs. Crores)

	Particulars
	10th Plan

Outlay
	Act. upto

2005-06
	2006-07

Antcptd
	10th Plan

Antcptd.

	
	(1)
	(2)
	(3)
	(4)

	
	
	
	
	

	A. Plan Outlay
	21.60
	13.85*
	7.00*
	20.85

	B. Proposal under North East & Sikkim Scheme
	--
	12.27
	7.00
	19.27

	
	* Including Carry Forward Expenditure


8.0
INVESTMENT PROPOSALS: ANNUAL PLAN 2007-08:

8.1
For the Annual Plan 2007-08, investment of Rs.16.00 crores, which is in at maximizing benefits. The primary objective of the Company is to consolidate its manufacturing facilities in order to improve the performance of the existing operation in line with the Restructuring Proposal under implementation. The Company has sought for the following Budgetary Support under the Annual Plan 2007-08, which are incidentally included in the DRS:

(Fig. in Rs. Crores)

	Particulars
	R.E.  2006-07
	B.E.  2007-08

	
	Plan Outlay
	B/Support
	Plan Outlay
	B/Support

	
	
	
	
	

	a) Plantation & Upgradation of facilities at W.B. Gardens
	3.00
	3.00
	3.00
	3.00

	b) Consolidation of Kolkata Operations of Electrical Division
	*1.00
	1.00
	--
	--

	c) Extension of Business of High Rating Products at Electrical Division
	--
	--
	4.00
	4.00

	d) Product Development & Augmentation of Facilities at Elec. Divn.
	2.00
	2.00
	--
	--

	e) Upgradation of Facilities at Engineering Division
	*1.00
	1.00
	2.00
	2.00

	Sub-Total (a+ e)
	7.00
	7.00
	9.00
	9.00

	f) Proposal for Assam Gardens under North East & Sikkim Scheme
	7.00
	6.78
	7.00
	6.78

	Total ( a + f )
	14.00
	13.78
	16.00
	15.78


* The Project Cost for Kolkata Operations of Electrical Division is Rs.5.00 Crores and that for the Engineering Division is Rs.2.00 Crores. Both the Projects have been approved and are under implementation. The expenditure indicated in the year 2006-07 represents the balance expenditure of these two approved Projects.

9.0
11TH FIVE-YEAR PLAN PROPOSALS OF THE COMPANY:

9.1
The Company has embarked upon consolidation strategy during 11th Five Year Plan Period covering the period 2007-08 to 2011-12. The Plan focuses Reorganization, reduction of manpower, changes in product-mix, customer-mix, product development and facilities upgradation in order, to sustain the competition in the market. The company proposes a total investment of Rs.67.50 crores during 11th Plan period against which the Budgetary Support sought for is Rs67.50 Crores. The details are as under:-


A. Plan Proposals







(Fig. in Rs. Crores)

	Particulars
	2006-07

(R.E.)
	11th Plan 

Period
	2007-08

(B.E.)
	2008-12

	
	
	
	
	

	a) Plan Outlay
	
	
	
	

	Tea Division
	WB Gardens
	3.00
	17.00
	3.00
	14.00

	
	Assam Gardens
	--
	38.00
	--
	38.00

	Yule Electrical Limited 
	3.00
	11.50
	4.00
	7.50

	Yule Engineering Ltd
	1.00
	2.00
	2.00
	--

	Sub-Total (a)
	7.00
	68.50
	9.00
	59.50

	b) To be Financed by:
	
	
	
	

	     i)   Plan Budgetary Support
	7.00
	9.00
	9.00
	--

	     ii)  IEBR
	--
	59.50
	--
	59.50

	     Sub-Total (b)
	7.00
	68.50
	9.00
	59.50


B. Proposals under North East & Sikkim Scheme

	Proposals for Assam Tea Gardens
	7.00
	0.00
	7.00
	0.00


9.2
The Divisionwise investment plans are described in the following Paragraphs.

9.3
TEA DIVISION:

9.3.1
The Tea Division of the Company has 15 Tea Gardens comprising of 1 in Darjeeling, 4 in Dooars (West Bengal) and 10 in Assam. The Division produces premium grade CTC and Orthodox Tea and the combined production of tea is approximately 10 million Kgs per year. The tea produced by the Division is rated in high bracket for the quality and the tea is mainly sold through Auction as Bulk Tea.

9.3.2
The Reconstructed Tea Division, which will be the core business of AYCL in the 11th Plan Period, will focus its attention on both Bulk and Packet Tea. It is expected that the production of Bulk Tea will touch 10 million Kgs in the year 2009-10 and Packet Tea Operation will be launched in the year 2007-08, once the Rehabilitation Package are in place. It is also expected that the turnover of Packet Tea will go from 14.50 Lacs Kgs in the year 2007-08 to 60 Lac Kgs at the end of 11th Five Year Plan.

9.3.3
The Investment during the 11th Five Year Plan for the Tea Operations mainly concentrated on improvement in the yield in terms of higher Kg of production per hectare by building up irrigation infrastructure for standing bushes, uprooting and replantation of old bushes, focus upgradation of manufacturing and other support facilities, accelerated rejuvenation and infilling and extension planting. In addition, the Plan also envisages improvement in quality through modernization of facilities and improved manufacturing standards. The Investment Plan for Tea Division takes into account expenditure on plantation, irrigation facilities, production facilities and infrastructure and other support facilities and also expenditure as required under Plantation Labour Act.

9.3.4
Another major investment proposal considered in the 11th Five Year Plan Period is plantation of Jatropha and manufacturing of Bio-Diesel. This plantation is thought up to be implemented in the vacant land already in the possession of AYC, which would be utilized for ea plantation. Jatropha will also be cultivated along the boundary of the Tea Gardens. A Proposal for Rs.10.00 Crores has been considered in the 11th Five Year Plan Period for this Project. 

9.3.5
11th Five Year Plan also considers investment in Packet Tea Project for Rs.4.00 Crores. Packet Tea has been considered as one of the major areas of operation in the reconstruction programme of AYCL and this investment will go a long way in establishing AYCL Packet Tea Brand in the market. The year-wise investment programme in respect of West Bengal & Assam Gardens is as under:

Proposals for AYCL (Tea Operations)

	Plan Schemes
	Project-wise & Year-wise Outlay Proposed



	
	2007-08
	2008-09
	2009-10
	2010-11
	2011-12
	Total XIth Plan

	A.    For WB Gardens
	
	
	
	
	
	

	i)
	WB Tea Gardens
	3.00
	2.50
	2.50
	2.50
	2.50
	13.00

	ii)
	Packet Tea Project
	--
	3.00
	1.00
	--
	--
	4.00

	
	Sub-Total (A) : 
	3.00
	5.50
	3.50
	2.50
	2.50
	17.00

	B.   For Assam Gardens
	
	
	
	
	
	

	
	Assam Tea Gardens 
	7.00
	7.00
	7.00
	7.00
	7.00
	35.00

	
	Jatropha & Bio-diesel
	--
	4.00
	4.00
	2.00
	--
	10.00

	
	Sub-Total (B) : 
	7.00
	11.00
	11.00
	9.00
	7.00
	45.00

	C.   TOTAL
	10.00
	16.50
	14.50
	11.50
	9.50
	62.00


9.3.6
The above investment details have been worked out based on the following consideration:-

a)
Plantation Programme: 

i)
Plan includes increase overall yield through rejuvenation prune @ 2-3% per area per year and uprooting and re-plantation @ 2-3% area per year. This will result in bringing back the optimum crop of the Gardens.

ii)

Soil correction and improvement of drainage.

iii)
Introduction of better plucking practices i.e. shorter rounds, better plucking services, maintenance of foliage, better drainage and field practices for matured tea bushes.

iv)
Better young tea bushes management, bringing faster and higher yields.

v)

Increase in crop by systematic waste management programme. 

b)
Augmentation of irrigation Facilities:
With the increasing intensity adverse weather condition, the existing irrigation facilities have become grossly inadequate and calls for urgent strengthening, to support the plantation programmes. The Turnaround Plan focuses on augmentation of irrigation facilities in a phased manner both at West Bengal Gardens as wells as Assam Gardens.

c)
Upgradation and Modernization of Manufacturing Facilities:
The existing manufacturing, support and infrastructure facilities require systematic upgradation and modernization to increase productivity and reduction of manufacturing cost per kg. of Tea. The facilities are aimed to balance the manufacturing facilities in single line, so that the manufacturing productivity can be improved upon. Further there is a systematic effort to reduce the power cost by introducing proper power saving devices through energy audit. It is expected that with the implementation of Power Management Scheme, the cost of power will come down from Rs.12 per kg. of made tea to Rs.8/- per Kg. of made tea.

d)
Jatropha and Bio-Diesel:
Investment in Jatropha and Bio-Diesel is considered in the lands available in the Tea Gardens, which cannot be used for tea cultivation. AYCL Tea Gardens has the requisite knowledge and experience in agriculture and plantation thereby giving it the core strength for going into this Project. Further the labour force available can also be utilized in this Project to increase the labour productivity and to decrease the overall land labour ratio of the Tea Gardens to bringing it back to the industrial average. This Project also will give lot of savings in the power cost of the Company and will enable the Company to earn Carbon as per Kyoto protocol.

e)
Packet Tea Operations:


AYCL is in the business of manufacturing and marketing of tea for the last 100 years. As the market is now showing a tilt towards Packet Tea in place of Bulk Tea at the consumer level, it is absolutely necessary to enter into the Packet Tea Operation to sustain the growth of the Company. Due to this reason DRS has considered introduction of Packet Tea as one of the major area for the growth and prosperity of AYCL. The investment thought up in this area is to build up the proper structure in Packet Tea marketing, so that the core strength is built up for future operation in this area.

9.4
YULE ELECTRICAL LIMITED
9.4.1
The Electrical Division of the Company is now operating as one of the Divisions of AYCL. DRS has proposed to spun it of as a separate wholly owned Subsidiary Company, namely Yule Electrical Ltd. The Company has already taken up a Project for Consolidation of it Kolkata Operation, where the operation of its three factories will be consolidated in one place. The Project is under implementation and expected to be completed during the first year of 11th Five Year Plan Period. Similarly the operations of its factory at Chennai have also been consolidated.

9.4.2
The Division is engaged in the business of Transformer & Switchgears, Specialized Power Distribution Products etc. The Products of the Division find wide application in the power transmission and distribution as well as in various Industries including Coal Mines. The total Plan Expenditure requirement in the Electrical Division for the 11th Five Year Plan Period has been assessed at Rs.10.00 Crores. The Investment requirement has been worked out taking into account the need for strengthening of the existing manufacturing facilities and product development. Part of this investment (Rs.4.00 Crores) has been considered in the year 2007-08 and forms part of the DRS. Balance Rs.6.00 Crores is proposed in the subsequent years of the Plan Period for building up facilities for Higher Rating Transformers.  The year-wise details are as under:

Proposals for Electrical Operations

	
	Project-wise & Year-wise Budgetary Support Proposed



	
	2007-08
	2008-09
	2009-10
	2010-11
	2011-12
	Total XIth Plan

	Yule Electrical Limited
	
	
	
	
	
	

	
	
	
	
	
	
	

	Product Development
	4.00
	--
	--
	--
	--
	4.00

	
	
	
	
	
	
	

	Facilities for Higher Rating Transformer
	--
	3.00
	3.50
	1.00
	--
	7.50

	
	
	
	
	
	
	

	Total:
	4.00
	3.00
	3.50
	1.00
	--
	11.50

	
	
	
	
	
	
	


9.4.3
Investment requirement as above also takes into consideration the following plans:

a)
Product Development:

The Plan provides focus on continuous up-gradation of the products to match the domestic market needs and to be competitive. The task includes new products development, product extension and revalidation of the Test Certificate, for the upgraded ranges to be followed by prototype development and commercialization. The product development plan includes- communicable switch gears SF6 Ring main Unit and switch gears with higher rating.

b)
Higher Rating Transformers:

The Company now manufactures Transformers upto 150 MV. The distribution of the country is moving from 11 KV/33 KV System to Higher Rating Distribution System. In view of this development over the next Plan Period, it is necessary for the Company to build up the facilities to manufacture Higher Rating Transformers. 

9.5
YULE ENGINEERING LTD:

9.5.1
The Engineering Division of the Company operates from its Factory at Kalyani, where the major Products are Industrial Fans and Blowers, Turnkey Engineering Contracts and Water Treatment Plants. The Products of the Division find application in the various Sectors like Power, Industrial Boiler, Petroleum, Refineries, Mines, Steel, Cement etc. The Division has been performing below its potential due the non-availability of working capital and banking facilities. This Division has already shed of its excess manpower and is now lean and thin to move for profitability. The Yule Engineering Ltd has not considered any major investment in 11th Five Year Plan Period, except Rs.2.00 Crores for upgradation of its facilities in the year 2007-08, which is forming a part of DRS.

Proposals for Engineering Operations

	
	Project-wise & Year-wise Budgetary Support Proposed



	
	2007-08
	2008-09
	2009-10
	2010-11
	2011-12
	Total XIth Plan

	
	
	
	
	
	
	

	Yule Engineering Limited
	
	
	
	
	
	

	
	
	
	
	
	
	

	Upgradation of Facilities


	2.00
	--
	--
	--
	--
	2.00

	
	
	
	
	
	
	

	Total:
	2.00
	--
	--
	--
	--
	2.00

	
	
	
	
	
	
	


10.0
PROJECTED PERFORMANCE DURING 11TH FIVE-YEAR PLAN:

10.1
The projected performance for the 11th Plan period which is based on the investment plans along with the budgetary support as above, proposed are as under:-

	
	
	
	
	(Fig. in Rs./Crores)

	
	
	
	
	
	

	Particulars
	2007-08 (B.E)
	2008-09


	2009-10


	2010-11


	2011-12



	
	
	
	
	
	

	Gross Sales
	246.21
	269.47
	286.83
	309.34
	331.29

	Production 
	199.63
	252.71
	269.46
	291.98
	313.93

	PBIDT
	*12.01
	29.87
	34.96
	38.79
	43.16

	PBIT
	*4.10
	19.72
	23.94
	27.77
	32.85

	PBT
	*-12.36
	2.60
	6.89
	11.50
	17.56


* Excluding extra-ordinary income of Rs.32.73 Crores 

11.0
The necessary details as per prescribed format are enclosed.
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