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DIRECTORS' REPORT

The Directors present the 12th Annual Report of the Company and the Audited Accounts for the year ended 30th June 1999.

Financial Performance:
Figures in Rs. Lacs

1998-99

15,384.78

9,114.66

24,499.44

1801.04

7.40%

1,782.74

7,950.46

344.81

1,899.08

4,837.95

5,338.10

1997-98

20,492.21

9,383.81

29,876.02

3187.78

10.70%

366.65

6,812.99

1,938.77

5,930.63

Domestic Sales

Export Sales

Total

Operating Profit
(Gross Profit before Depreciation, Interest,
Tax, Write-offs and Extra-Ordinary Items)

Amount written off & Provisions

Interest & Finance Charges

Premium on Redemption of NCD

Provision for Depreciation

Extra-Ordinary Items (Net-Income)

Loss for the year

The Divisionwise combined Performance of Domestic and Export Sales during the year under view is summarised in brief hereunder:

Figures In Rs. Lacs

S.N. Division/Business Unit
01 Agri Irrigation Products

02 Plastic Piping Systems

03 Plastic Sheets

04 Agro Processed Products

05 Hi-Tech Farming & Agri Products

06 Others (including Trading)

Total

It will be observed that domestic sales have gone down by 25% as compared to the previous financial year. Main reason for this is fall in the Turnover
of Agri Irrigation Products Division by over Rs.17 Crores i.e. a drop of about 20%. The steep fall in the most important business segment for the
Company is a result of inadequate working capital availability, leading to curtailment of production.

The exports registered a marginal fall of about 3% as compared to the previous financial year, mainly on account of sale of 2 Nos. PC lines during the
year. The loss of production was partially made up by higher capacity utilization in the remaining Sheet lines.

However, if only manufacturing turnover is considered, then drop is only 10%. Remainder of reduction comes in trading turnover.

Lower operating profits to the extent of Rs. 1386.74 lacs, lower by 3.3% over last year's margin, has been mainly due to lower capacity utilisation
consequent to inadequate working capital availability. The interest and financial charges for the year have gone up in absolute terms and in percentage
terms they are 32%, a very high proportion to the sales turnover. However, the effect of restructuring on interest and finance charges for 1998-99
could be achieved only for last three months of the financial year.

The year, has closed with a loss of Rs. 53.38 Crores. The accumulated losss, therefore, stands at Rs. 126.22 Crores. The Management has undertaken
various measures to contain the situation which is given in the following paragraphs.

The operations of associated Companies in the field of Information Technology & Financial Services have not been satisfactory nor there is any
likelihood of these Companies recovering major portion of their asset portfolio. Hence, the Company has provided for an amount of Rs.11.95 crores
towards diminution in value of investments held by it in various entities. A total of Rs.40.62 lacs have also been written off as not recoverable for
claims, mortality of orchards and balances of customers, suppliers and employees.

2

1998-99

6785.73

8692.75

7212.53

1317.12

76.70

414.61

24499.44

1997-98

8500.51

9203.55

7645.10

1755.94

88.13

2682.79

29876.02

GainJ(Loss)

(1714.78)

(510.80)

(432.57)

(438.82)

(11.43)

(2268.18)

(5376.58)

% Gainfllosst

(20)

(6)

(6)

(25)

(13)

(85)
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I r r i g a t i o n S y s t e m s Ltd . t l l9j;9>)
torrent YW Qutlwk
After the year has ended, the Company has signed a large export project worth Rs.67 Crores to be completed in 12 months with ttw Egyptian
Government. The UC is expected to be opened before end January 2000. On successful completion of the project, thw» are
orders in the c

whereby the business in Agri Irrigation Products Division will get a quantum boost. In the Agra Processed Product* Division, tf» Qwon & VigMabte
Dehydration Plant has commenced production in the current season in time and the raw material prices are also at a, saJialBCtoivlevel. Jrju*tb«
Company hopes to achieve good capacity utilisation during the current year in these plants. The market response and order bogk position continues
to b e satisfactory. ' ' " • ' , ' ' ' !
In the Fruit Pracassinfl Plant of the subsidiary, an Indian multinational Company has approved sample of Company's product and large wdw$ are tiksjy
to follow froni t|» said Company. The said subsidiary is in a good position to produce Banana Puree at low prices of raw materials and has rno.r« than
satisfactory market demand.

The proposed sale of balance 2 PC lines before March 1999 has not still materialised but negotiations are on and expected to be completed before
June 2000.

Once entire restructuring is implemented. Company expects to improve its operations substantially with the help of additional working capital which
is expected to be released under the package. Company's businesses continue to grow at healthy rates and demand is increasing at constant rates.
Your Company is futty reedy on production and marketing side to turnaround within 12 months of working as soon as finance becomes avntetale.

Debt Restructuring Scheme to improve long term viability:

The Company had submitted proposal to all the Financial Institutions and Banks for restructuring of existing debts based upon report from M/s.
KPMG India Ltd., International management consultants, to improve the long term viability. The company's request has since been in-principle
approved by the majority of tenders. The details of the Scheme are mentioned m the Note No. 1 to the Accounts end the Highlights of the same are
as under :

1. The cut off date for the implementation of the Scheme is 01.04.1999

2. Penal interest, Compound interest and Liquidated damages are to fat waived.

3. 15% of the aggregate exposure of Term Loans to be waived by the Institutions opting for 10 year Scheme.

4. The balance in Term Loans and Working Capital Term Loans after the above waiver is to be restructured as on the cut off date es under:

2.00 % in OFCD to be converted into Equity shares at par

35.00% in Preference Shares with 4% Coupon rate

63% in NCD/RTL/WCTL with 10/11/12% interest cost

5. The existing Subscribed and Paid-up Equity Share Capital of the company will be written down by 50% of its existing levels of Rs.2Q.24 Crores.

6. The Promoters will bring in Rs. 18 Crores as their share of contribution for the restructuring scheme.

7. Additional release of working capital to match expected growth in sales.

Practically, the Institutions & Banks have two options of 10 Years' Scheme or 15 Years' Scheme. However, both the schemes are cash flow neutral
and par! passu in respect of amounts involved. The difference being in the treatment of amounts to be waived. Lead Institution has already implemented
the restructuring proposal by sanctioniong the sememe and converting their respective amounts into various instruments as per the scheme. The
Company has given effect of restructuring in the audited accounts for the year ended 30th June 1999. However, final adjustments if any are expected
to be made during the current veer. All the lenders are expected to give sanction letter and implement the scheme latest by March 2000.

Once implemented, the scheme will give the Company much needed relief in cost of funds and additional working capital to enable the Company to
start earning profits so as to start repayments of loans as well as improve Companies position for benefit of all Stockholders.

Subsidiary Companies:
JISl Overseas Limited.
During the year under review, the Mauritius-based subsidiary achieved a turnover of £325,496 and a toss of $126,188. This was mainly due to
market development efforts in new markets. The Company continues to hold its interest in the subsidiary at the last year's level. The detailed

[7]
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Ja in I r r i g a t i o n S y s t e m s L t d . ( 1 9 9 8 - 9 9 )
performance of the subsidiary is reflected in the Annual Report of JISL Overseas Limited which forms part of this Annual Report as per requirements
of the Companies Act, 1956.

Jain Processed Foods Limited.

This subsidiary which is engaged in fruit processing business has started commercial production only on 1st November 1998 and has operated plant
for about 8 months upto June 1999. This Company has achieved a turnover of Rs. 3.17 Crores during the year under review. As per the undertaking
given to the landers, the responsibility for distribution of products of the said subsidiary rests with your Company. The said Company could not
operate its plants at full capacity due to paucity of working capital funds. However, its products now have stabilized and are getting increasing
acceptance in international markets.

Gowtham Granites Limited.
During the year under review, this subsidiary engaged in Granite business has performed unsatisfactorily. The Company achieved a turnover
of Rs. 1.32 Crores. The subsidiary is in a business which is facing grave risk of sickness all over the world. Approximately 85% of the units in India
have been reportedly closed down as the fall in international prices and tough competition from other countries has made exports from India
unviable. Efforts to sell the stake of Company in the said unit are on. Company is also talking to its lenders for restructuring of the debt.

Central Depositary Services Limited.

The Company has signed an Agrement with Central Depositary Services Limited, Mumbai to enable the Equity Shares of the Company being held in
electronic firm with a second depositary. This Depositary is promoted by the Bombay Stock Exchange.

Fixed Deposits:

The Company, during the year under review, has not accepted nor renewed any deposits from public, under the Companies (Acceptance of Deposits)
Rules, 1975. As at 30th June 1999, the Company had no fixed deposits which had matured for payment, but not claimed by the depositors. Similarly,
the Company had no overdue deposits as on 30th June 1999.

Directors:

Shri R. Swaminathan, Director Technical (Plastic Park), Shri R Ramakrishnan and Dr. P.V. Sane retire by rotation and, being eligible, offer themselves
for re-appointment at the ensuing Annual General Meeting.

Auditors:

The Auditors, M/s. Dalai & Shah, Chartered Accountants, Mumbai have furnished a Certificate under Section 224 (1B) of the Companies Act, 1956
that the proposed re-appointment, if made, will be in accordance with the said provisions of the Companies Act, 1956.

Comments on Auditors Report:

With reference to comments of Auditors in their Report, the Board wishes to draw the attention of the Shareholders to Note Nos. 1,4(b), 5,11 and
17 referred to by the Auditors which are self-explanatory and need no further explanation.

Particulars of Employees:

As per provisions of Section 217 (2A) of the Companies Act, 1956 the details of persons who have drawn salary in excess of Rs.50,000/- per month,
during the period under review are attached herewith, as annexure to this Report.

Particulars of Energy Conservation, Technology Absorption, R&D and Foreign Exchange Earnings & Outgo :
As per requirement of Companies Act, 1956 following are the details of energy conservation, technology absorption, R&D expenditure and foreign
exchange earnings & outgo :

a) Energy Conservation: Many of the process steps have been modified and re-organised so as to reduce the energy consumption. In the Dehydration
plant, trials have been conducted and a particular Drier has been found to be more energy efficient.

b) Technology Absorption : The Company has already fully absorbed the technical knowhow obtained from various collaborators in earlier years.
However, adaptation of technology and other improvements to suit Indian conditions are being carried out continuously by the Company by way
of field trials and product development.

c) Research & Development: Product development and improvement in technology already absorbed is a continuous process and the R&D Department
is constantly introducing improvements to the product to enhance product value and product use to the customers. As a part of R&D, close
contact is maintained with bulk users and efforts are carried out jointly to improve the product quality and features. The Company plans to
achieve various levels of ISO Certification for all its plants in the next 2 to 3 years.
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f)

Jain I r r i ga t ion S y s t e m s Ltd. ( 1998 -991

Expenditure of R&D:

ii Capital Expenditure

ii) Revenue Expenditure

Total Expenditure

iii) Total R&D Expenditure as a percentage of turnover

Rs. 74.16 Law

Rs. 23.88 Lacs

Rs. 98.02 Laos

0.4%

1998-99
Rupaes

1997-98
Rupees

Earnings

FOB Value of Exports

Receipts on account of sale of 2 PC Lines

Other Income (Interest)

Total Earnings

Expenditure in Foreign Currency (on accrual basis)

Raw Materials, Componentes and Stores & Spares

Capital Goods

Sub Total

Export Bills Discounting Charges

Travelling Expenses

Export Promotion Expenses

Commission

Legal Charges & Professional Fees

Royalty

Others

Sub Total

Total ,

Acknowledgement .

The Directors take this opportunity to place on record their appreciation of wholehearted support received from the various departments of Central
and State Governments, Financial Institutions, Bankers, the Dealers and Suppliers of the Company. The Directors wish to place on record their sense
of appreciation for the devoted services of all associates of the Company.

By Order of Board

838,923,930

221,287,500

2,129

1,060,213,559

227,617,441

3,317,698

230,935,139

2,714,811

2,538,9H

361,419

43,858

349,510

5,290,819

11,299,328

763;930,333

3,450

763,933,783

379,879,064

72,808.543

452,667,607

8,795,551

7,41S,627

6,507,060

3,187,697

172,589

42.104

299,675

26,423,303

242,234,467 479,110.910

Date : January 10th, 2000
Place: Jalgaon

B.H. Jain
Chairman
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J a i n I r r i g a t i o n S y s t e m s Ltd , ( 1 9 9 8 - 9 9 )
AUDITORS' REPORT

Jain Irrigation Systems Limited
Report of the Auditors to the Members

We have audited the attached Balance Sheet of Jain Irrigation Systems Limited as at 30* June, 1999 and also the annexed Profit and loss
Account of the Company for the year ended on that date, and report as under: -
1. As required by the Manufacturing and Other Companies (Auditor's Report) Order, 1988, issued by the Company Law Board in terms of Section

227(4A) of the Companies Act, 1956, we annex hereto a statement on the matters specified in paragraphs 4 and 5 of the said Order;
2. Further to our comments in the Annexure referred to in paragraph 1 above, we have to report that: -

Note No. 1: For improving the long-term viability, the company had submitted proposal to all the Financial Institutions and Banks for restructuring
of existing debts. The company's request has since been in-principle approved by the majority of lenders. Pending final approval and
formalities, the effect of waiver of interest and loan amounts under the Debt Restructuring Scheme has been given in the annexed
accounts as under:
(a) credits for reliefs and concessions aggregating to Rs. 5353.27 Lacs in respect of waiver of interest and Loans outstanding

(Note 1 A).
(b) non provision of interest payable on unsecured loans, till 30-6-1999 aggregating to Rs. 308.67 Lacs (for the year Rs. 108.82

Lacs) resulting into the loss for the year being lower by Rs. 108.82 Lacs, and accumulated loss at the close of the year carried
forward in Balance Sheet as at 30th June, 1999 being lower by Rs.308.67 Lacs (Note 1 E ).

(c| non-provision of commission payable in respect of Export Sales made till 30-6-1999 as the amount of such commission, pending
negotiations is not yet finalised (Note 1 H).

(d) change in the practice of amortisation of Sales Promotion expenses over a period of 10 years as against the past practice of
amortising in five years resulting in
- the write back of excess amount of Rs. 198.86 Lacs amortised during the years 1992-93 to 1995-96;
- Lower amortisation for the year 1996-97 and 1997-98 as prior period adjustments by Rs. 262.13 Lacs, and;
- Lower charge to profit and loss account for the year ended 30-6-1999 by Rs. 66.16 Lacs;
and loss for the year being lower by Rs. 66.16 Lacs and carried forward of accumulated losses at the close of the year being
lower by Rs.527.15 Lacs (Note NO. 11}.

Note 5 & 4 (b) - relating to non accruing of interest income of Rs.578.71 Lacs for the year 1998-99 for the reason stated in the note, resulting in loss
for the year and carried forward of accumulated losses at the close of the year being lower by Rs.578.71 lacs.

Note No. 11 • relating to pending reconciliation of balances of various lenders, Certain Dank Accounts, Sundry Debtors, Sundry Creditors, Loans
and advances and deposits and its effect, if any, on Revenue, as detailed in the note, are as disclosed by the Books of Account.

Note No. 17 - relating to non-redemption of Preference Shares as required by Section 80 of the Companies Act, 1956.

Subject to above refereed observations, we have obtained ail the information and explanations which to the best of our knowledge and belief were
necessary for the purposes of our audit;
In our opinion proper Books of Account as required by law have been kept by the Company so far as appears from our examination of the Books the
Company;

the Balance Sheet and Profit and Loss Account dealt with by the report are in agreement with the books of account of the Company:

The Balance Sheet and Profit and Loss Account comply with Accounting Standards referred to in Sub-section (3 C) of Section 211 of the Companies
Act, 1956.
In our opinion and to the best of our information and according to the explanations given to us, the Accounts, read together with other notes thereon,
give the information required by the Companies Act, 1956. in the manner so required and present a true and fair view: -

(a) in the case of the Balance Sheet, of the state of affairs of the Company as at 30th June, 1999 and
(b) in the case of the Profit and Loss Account, of the Loss for the year ended on that date.

For and on behalf of DALAL & SHAH
Chartered Accountants

Shishir Dalai
Mambai: January 08th, 2000. Partner
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J a i n I r r i g a t i o n S y s t e m s L t d . 1 1 9 9 8 - 9 9 }
Annexure Referred To In Paragraph 1 Of Auditors' Report To The Members Of Jain Irrigation Systems Limited On Th« Accounts For The
Year Ended 30th June, 1999.

On the basis of such checks as we considered appropriate and in terms of the information and explanations given to us, we state that:

1. As explained the Company has carried out physical verification of fixed assets during the year. According to the information and explanations
given to us no material discrepancies have been noticed in respect of the assets verified as compared to book records. Based on such verification
asset register maintained by the Company with respect to quantitative details and situation of fixed assets have been updated;

2. None of the fixed assets have been revalued during the year;

3. The stocks of finished goods raw materials have been physically verified (except those lying with Central Warehousing Corporation and in transit
which have, been confirmed by the party) during the year. As explained the stock of stores and spare parts has been physically verified during the
period from 25-11-1999 to 31-12-1999 and based on this physical verification stocks of stores and spare parts as at the close of the year has
been derived and updated;

4. As explained to us, the procedure of physical verification of the stocks referred to in (3) above followed by the management are, in our opinion
reasonable and adequate in relation to the size of the Company and nature of its business;

5. According to the records produced to us for our verification there were no material discrepancies noticed on physical verification of stocks
referred to in (3) above, as compared to book records, and the same have been properly dealt with in the books of accounts. Further, inventory
records have been updated based on physical verification carried out as referred in (3) above;

6. We have examined the stock verification records produced to us by the Company. On the basis of such examination and verification and after
considering the accounting treatment of excise duty referred to in Note No. 9 in Schedule 23 of Notes to the Accounts and method of valuation
with respect to valuation of stock-in-process and finished goods as mentioned in item No. 11 of the Part A of the Notes to the Accounts relating
to the Significant Accounting Policies, followed by the Company. The basis of valuation of Stocks-in-process and finished goods is the same as
in the preceding year and we are satisfied that valuation of stocks is fair and proper in accordance with the normally accepted accounting
principal and is in the same basis as in the preceding year;

7. The Company has not taken loans, secured or unsecured, from parties listed in the register maintained under Section 301 of the Companies Act,
1956. As explained to us, there are no companies under the same management within the meaning of Section 370 (1-B) of the Companies Act,
1956;

8. Unsecured loans have been granted by the Company in earlier years, to the companies, firms or other parties listed in the Register maintained
under section 301 of the Companies Act, 1956. The rate of interest and other terms and conditions of such loans are, in our opinion, prima facie,
not prejudicial to the interest of the Company. As explained to us there are no companies under the same management within the meaning of
section 370 (1-B) of the Companies Act 1956;

9. In respect of Loans and Advances in the nature of loans given by the Company, we have to state as under:

(a) Loans to subsidiaries maintained in the form of current account:

(i) Gowtham Granites Ltd.-Wholly Owned subsidiary:

The sum of Rs. 1069.13 Lacs (inclusive of interest) were outstanding at the beginning of the year. During the year the company has
further advanced Rs 630.39 Lacs (including interest for the year Rs 226.33 Lacs.) During the year Rs 87.64.lacs were received back.
Balance outstanding at the close of the year is Rs. 1611.88.lacs (inclusive of interest)

(ii) Jain Processed Foods Ltd. ( Promoted by JISL)

The sums of Rs.4329.65 Lacs (inclusive of interest) were outstanding at the beginning of the year. During the year the company has
further advanced Rs. 2190.71 Lacs (including interest for the year Rs. 855.91 Lacs). During the year Rs 451.00 Lacs were received
back. Balance outstanding at the closed of the year is Rs.6069.36 Lacs (inclusive of interest). As explained, the Jain Processed Foods
Limited has pledged its assets as security for the Loans provided by the Banks to Jain Irrigation Systems Ltd. These loans are given under
an arrangement with the bankers.

(iii) JSIL Overseas Ltd.- wholly owned subsidiary

The sum of Rs10.44 Lacs (including Rs. 1.63 Lacs given during the year) were outstanding as on 30-6-1999 as unsecured loans given to
JISL Overseas Ltd. subsidiary Company. These amounts were advanced as interest free unsecured loans payable on demand, against
which nothing was demanded and received during the year.
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