
Company Notes 

PREMIER AUTO'S RESERVES INADEQUATE TO 
FINANCE EXPANSION 

THE year ended June 30, 1961 has 
proved to be the most prosper

ous one so far for Premier Auto
mobiles, I ts sales and gross prof i t 
have both expanded for the t h i r d 
year in succession to new high 
levels, As compared to 1959-60, 
sales have j umped by Rs 1.79 crores 
to Rs 22.74 crores and w i t h an i n 
crease of Rs 40 lakhs to Rs 1.94 
crores in the gross prof i t , the rat io 
of prof i t to sales has gone up f r o m 
7.3 per cent to 8.5 per cent. The 
net p ro f i t too has risen, but the 
improvement is very much less 
marked — f rom Rs 64.49 lakhs to 
Rs 73,59 lakhs — o w i n g to larger 
provisions for depreciation and 
taxat ion. 

The d iv idend is being maintained 
at 9 per cent on a higher capital 
raised by the r ights issue made in 
July 1960 and by the conversion of 
debentures. Consequently, the d is t r i 
but ion, at Rs 49.82 lakhs, requires 
Rs 18.85 lakhs more than in the 
previous year, against an increase of 
only Rs 8.90 lakhs in net prof i t . 
Consequently, the a l locat ion to the 
reserves has had to be pruned f r o m 
Rs 20.27 lakhs to Rs 10 lakhs. W i t h 
the provis ion of Rs 56.44 lakhs for 
depreciation, the total amount re tain, 
ed in business at Rs 66.44 lakhs is 
over one-third of the year's gross 
prof i t . 

The company's expansion pro
gramme, wh ich is s t i l l under con
siderat ion by the Government, holds 
promise of an encouraging future 
for the company. Arrangements are 
in progress for placing orders for 
machinery for the product ion of 
sheet metal components for t rucks 
and cars. The company has already 
obtained a loan of $ 7.2 m i l l i o n 
f rom the D L F o f Amer ica for this 
purpose and a further loan of S 3 
m i l l i o n !s being negotiated for 
financing the fore ign exchange com
ponent of the cost. As for the rupee 
expenditure, the company has 
appl ied to the C CI fo r permission 
to issue a fur ther equity capi tal of 
Rs ,2 crores. 

There has been an increase in the 
propor t ion of parts and components 
of vehicles now made in the com
pany's works . A l l the components of 
the F i a t t ransmision mechanism i n 

c lud ing gears, s l id ing sleeves and 
hubs are now being produced in the 
factory and the company expects to 
mount locally-made transmissions on 
Fiat cars before long. The assemb
l i ng of axles for Fiat cars is due 
to commence shortly and axles for 
trucks are in regular p roduc t ion . 

An addit ional l ine of product ion 
undertaken by the company is the 
manufacture of Meadows engines 
for which the licence o r ig ina l ly is
sued to the Automobi le Products of 
Ind ia has been transferred to the 
company. I t w i l l Lake some more 
t ime before f u l l product ion capacity 
is reached, as a number of machine 
tools are s t i l l to be impor ted . 

The company's latest balance-
sheet shows that the reserves and 
surplus are too inadequate to finance 
the expansion plans. It has to de
pend on more capi ta l f rom the 
shareholders and borrowings. The 
paid-up capital of Rs 5.57 crores is 
supplemented by reserves and sur-
plus of the order of on ly Rs 1.46 
crores. The outstanding loans and 
current l iabi l i t ies at Rs 7.46 crores 
are more than adequately covered 
by current assets and investments 
amount ing to Rs 11.15 crores. The 
fixed assets of the value of Rs 6.53 
crores have been wr i t t en down to 
Rs 3.33 crores. 

West Coast Paper's Problem : 
Raw Materials 

THE directors ' report of West 
Coast Paper for the year ended 

June 30. 1961 strikes a note of 
op t imism about the outlook for the 
company once the integrated scheme 
of expansion is completed, resulting 
in overall economies in the cost of 
product ion . But the main problem 
faced by the company for the suc
cessful implementat ion of the scheme 
is one of getting adequate sup
p l y of raw mater ia ls The whole 
scheme is under close scrut iny by 
the directors f r o m the po in t of view 
of ava i lab i l i ty of raw materials and 
the mode of financing. 

The company has been granted a 
licence to produce 90 tons of ravon 
grade pulp and paper daily The 
Canadian technical consultants. Sand-
well In te rna t iona l , who investigated 
the project , have submitted a 
favourable, repor t on the feasibil i ty 

of manufactur ing rayon grade pu lp 
f rom bamboo, Accord ingly , t i e Go
vernment of Mysore, which was ap
proached for addi t ional areas, is i n 
sisting that the royalty on the com
pany's exist ing ranges should be 
brought on par w i t h the royal ty 
paid by s imi lar units in the State. 
In other words, the favourable terms 
of royalty enjoyed by the company 
w i l l be lost: but the company does 
not seem to m i n d it provided a pro
per agreement is entered in to for 
addi t ional areas so as to ensure ade
quate supply of raw materials for 
present p roduc t ion as well as for 
the expansion programme,. 

In the meantime, efforts are be
ing made to find such alternatives as 
lops and tops, bagasse and rags to 
meet any shortage due to gregari
ous flowering of bamboo in the 
forest areas. In fact, the company 
has started a p l an t ing programme of 
eucalyptus, paper mulbe r ry and 
other qu ick-growing species of hard-
wood, in addi t ion to the species of 
bamboos not usually grown in 
Dandeli forests. 

So far as finances are concerned, 
the company may not have any 
difficulty. The present pa id up 
capital is Rs 2.40 crores and reser
ves and surplus amount to Rs 86 
lakhs. The outstanding borrowings 
aggregate Rs 2 .71 crores and the 
directors have been authorised to 
borrow up to Rs 1 crore over and 
above the total of paid up canital 
and free reserves. It is also likely 
that the company may seek addi
t ional c a p i t a l The company is 
t r y i n g to secure collaboration wi th a 
foreign firm, which can be expect
ed to provide the foreign exchange 
component of the most of the ex-
pansion project. 
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