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Jain Irrigation Systems Ltd. {1998-99}
DIRECTORS’ REPORT
The Directors prasant the 12th Annual Report of the Company and the Audited Accounts for the year ended 30th June 1998,
Financial Performance:

Figures in Rs. Lacs

1888-99 1897.98
Domestic Sales 1538478  20,492.21
Export Sales 9,.14.66 9,383.81
Total : 26.499.44 29,876.02
Oporating Profit 1801.04 3187.78
(Gross Profit before Depreciation, Interest,
Tax,Write-offs and Extra-Ordinary ltems) 7.40% 10.70%
Amount written off & Provisions 1,782.74 366.65
interest & Finance Charges 7.950.46 6,812.99
Premium on Redemption of NCD 344.81
Provision for Depreciation 1,899.08 1,938.77
Extra-Ordinary Items {Net-income} 4,837.95 .
Loss for the year 5,338.10 5.930.63

The Divisicnwise 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 1998-99 1997-98 Gain/(loss) % GainjiLoss)
01 Agri Irigation Products 6785.73 8500.51 {1714.78) {20
02 Plastic Piping Systems 8692.75 §203.55 (510.80) (8]
03 Plastic Sheets 7212.53 7645.10 {432.57) {6}
04 Agro Processed Products 1317.12 1755.94 {438.82) {25)
05 Hi-Tech Farming & Agri Products 76.70 88.13 {1.43) {13)
06 Others {including Trading) 414.61 2682.79 (2268.18) {85}
Total : 24499.44 29876.02 (5376.58)

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 husiness segment for the
Company is a result of inadequate working capitai availabiity, leading to curtailment of production.

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

However, if only manufacturing turnover is considered, then drop is only 10%. Remainder of raduction 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 heen mainly due to lower capacity utifisation
consequent to inadequate working capital avadability. 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 turnaver. 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 ot Information Technelogy & Financial Services have not been satisfactory nor there is any
likalihood of these Companies recovering major portion of their asset portfolio, Hence, the Company has provided for an amount of Rs.11.95 crores
towards dimirution in value of investments held by it in various entities. A tota! of Rs.40.82 facs have also been written off as not recoverable for
claims, mortality of orchards and balances of customers, suppliers and employees,
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Jaip Jrrigation Systems Ltd. (1599.98)

Guyrrent Yaer Qutjook . ,

After the year has ended, the Company has slgned a Iarga export project worth Rs.67 Crnres to be completed in 12 months wrth tta Egvptlan
Gavernment. The IJC is expected to be opened before end January 2000. On successful completion of the projeet, thery are masghlhty of-repeat
crdars int the comi !o,m

In tha Has__ : ?mg Sysm:s ansmn and in the Aqn Irrigation Products Division, the raw material pnces have snfianad in last 2 rmnthsh\c 2’,1%. t!m
reffucing the $queeze 08 margins.

Working very clasely with the Sevemment of Malwnslnra. the Compnnv hopes te get Rs. 65 CGrores of ukinmnal swmdy ralalsad in m l:umnt m
* wheraby the business in Agri lrrigation Products Division will get a quantum boost. In the Agro Processed Products Divisian, the: Onicn. & Vagetahle
Dehydration Plant has commenced production in tha current season in time and the raw matarial prices are also at a.salistactory lovel. Thys the
Bnmpanv hnpes to achlave qmd capacity utlhsatlan during the current year in these plants The market raspnnse and crdar bogk pusman cnntlnues
to be saustactgw

ln the | Fruit Pmcasslm Plant of ’dw suhsnllary, an lndsan multinational Company has agproved sample ni Cpmpanv s;mjuct and I@me q«ders e hkd!
to follow fmnuﬁc sant Gompany. The saui subsidiary is in a good position to produce Banana Pures at low prices of raw. matamls and has more than
satisfactory market demand.

The proposed saia of halance 2 PE: lmes before March 1999 has not stil materialised but nagnuatmns are on and cxpeclad tc ba completad hpfnre
Juhe 200D,

QOnce entire restructuring is implementad, Ccmpany expects to improve its oparatluns substantially with the halp of additional workmg caplta! wiucb
is expected to he released under the package. Company’s businesses continue to grow at healthy rates and damand is increasing at cons{ant rates
Yaur Cumpany is fully ready on produetion snd markctmg side to turnarnmd vnthm 12 months of working &s soon as financc hacumas ahﬂahh

Debt Hestruc!uring Scheme to improve long tan‘n viahility :

The Company had submitted proposal 1o all the Financial Institutions and Banks for mstructurlng of existing debts basad upon rapurt fram M!s
KPMG India Ltd., International management consultants, to improve the long term viability. The company’s request has since been in- prmclple
approved by the majority of lenders. The details of the Scheme are mentioned in the Note No.1 to the- Accounts and the nghﬁghts ufme same are
as under :

1. The cut off date for the implementation of the Scheme is 01.04.1999
2. Penal interest, Compourid interest and Liquidated dameges are to be 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 walvcr is to be restructured as on the et off date as ucnder
2.00 % in OFCD to bs converted into Equity shares at par
35.00% in Preference Shares with 4% Coupon rate
63% in NCD/RTL/WCTL with 10 { 1 { 12% interest cost
5. The existing Subscribed and Paid-up Equity Share Capital of the company will ha wnttan duwn hv 50% of its existing levels of Rs.20.24. Brcnas
6. The Promoters will bring in Rs.18 Crores as their share af contribution for the restructugiag scl_lama
7. Additional release of working capital to match expected grawth in sales.

Practically, the Institutions & Banks have two options of 10 Years' Scheme or 15 Years’ Scheme. Howcver both the schemes are cash flow neutral
and pari passu in respect of amounts involved. The ditference being i the treatment of amoupts to be waived. Lead Institusion has already implemented
the restructuring proposal by sanctioniong the scmeme and converting their respective amounts into various instruments as per the scheme. The
Company has given effect of restructuring in the audited accounts fnr the year ended 30th June 1999, However, final adjustments if any are expected
to be made during the current year. Al the lenders are cxpccted fo gwe sanction letter and implement 1 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 al Stockholders.

Subsidiary Companies:
JISL Overseas Limitad.

During the year under review, the Mauritius-based subsidiary achieved a tumover of $325,496 and a loss 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
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Jain Irrigation Systems Ltd. (1998:08)

performance of the subsidiary is reflected in the Annual Report of JISL Overseas Limited which forms part of this Annual Report as per requurments
of the Companies Act, 1956.
Jain Procegsed 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 undartakmg
given to the [enders, the responsibility for distribution of products of the said subsidiary rests with your Company. The said Company could not
operata its plants at full capacity due to paucity of working capital funds. However, its praducts now have stahitized and are fetting increasing
acceptance in intemational markets.
Gowtham Granites Limited. .
During the year under review, this subsidiary engaged in Granite business has performed unsatisfactority. 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 déwn as the fall in international prices and tough competition from other countries. has made exports from India
unviable. Etforts to self the stake of Company in the said unit are on. Company is afso talking ta its lenders for restructuring of the debt.
Central Depositary Services Limited.
The Company has signed an Agrement with Centrai Depositary Servicas Limited, Mumbai to enable the Equity Shares of the Company being held in
efectronic 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 depasits as on 30th June 1989,
Directors : .
Shri R. Swaminathan, Director Technicat (Plastic Park), Shri P. Ramakrishnan and Dr. PV. Sane retice by rotation and, being eligible, offer themselves
for re-appaintment at the snsuing Annual General Mesting.
Auditors :
The Auditors, M/s. Dalal & Shah, Chartered Accountants, Mumbai have furnished a Certificate under Section 224 (1B) of the Companies Act, 1956
that the propased 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 Auditers in their Report, the Board wishes to draw the attention of the Shareholders to Note Nos. 1, 4¢h), 5, 1t and
17 referred to by the Auditors which are seif-explanatory and need no further explanation.
Particulars of Employess :
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 expendnure and foreign
exchange earnings & outge :
a} Energy Conservation : Many of the process steps have been modified and re-organised so as to reduce the energy consumption. I 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 coltaborators 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.

¢} Research & Development : Product development and improvement in technolagy already absorbed is a continuaus process and the R&D Department
is constantly introducing improvements to the product te 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 aut jointly to improve the product quality and features. The Company plans to
achieva various lavels of ISQ Certification.for all its plants in the next 2 to 3 years.

[4]
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Jain Irrigation Systems Ltd. (1338-99)

Expenditure of R&D :

it Capital Expenditure

iii Revenue Expenditure
Total Expenditure

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

Earnings

FOB Vaiue of Exports

Receipts on account of sale of 2 PC Lines

Dther Income {Interest)

Total Earnings

Expendityre in Foreign Currency (on accrual hasis)
Raw Materials, Componentas and Stores & Spares
Capital Goods

Sub Total

Export Bills Discounting Charges

Travelling Expenses

Export Promotion Expenses

Commission

Legal Charges & Professional Fees

Rovyalty

Others

Sub Total

Total

Library Services - www.sansco.net

Rs. 74.16 Lae;
Rs. 23.88 Lacs
Rs. 98.02 Lacs
04%
1998-99 1997.98
Rupses - Rupees
838,023,830 763,930,333
221,287,500 S
2,129 3,450
1,060,213,669 763,933,783
227617441 379,879,064
3,317,698 72,808.543
230,935,139 452,687,607
271481 8,785,551
2,538,911 7,418,627
361,419 6,507,060
43,858 3,187,697
348,510 172,589
42,104
5,290,819 299,675
11,299,328 26,423,303
242,234,467 479,110,910

their appreciation of wholehearted support received from the various departments of Central

and State Governments, Financial institutions, Bankers, the Dealars and Suppliers of the Company. The Directors wish to place on record their sense

of appreciation for the devoted services of all associstes of the Company.

Date : January 1Dth, 2000
Place : Jalgaon

By Order of Board
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Jaip érrigation Systems Ltd, (1998-99)
AUDITORS' REPORT - :

Juin Irrigatien Systems Limited

Raport of the Auditors te the Mambers -

We have audited the attached Balance Sheet of Jain irrigation Systems Limited as at 30* June, 1998 and also the annexed Profit and Loss

Account of the Company for the year ended on that date, and report as undes: —

1. As required by the Manufactwing and Qther Companies (Auditor's Report) Order, 1988, issued by tha Cnmpany Law Bnard in terms of Section

227(4A) of the Companies Act, 1956, we annex herete 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. T:  For improving the long-term viabifity, the company had submitted proposal to all the Financial Institutions and Banks for restructuring
of axisting deb1s. The company’s request has since bean in-principle approved by the majority of lendets. Pending final approval and
formalities, the effect of waiver of interest and loan amounts under the Dabt 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 intersst and Loans autstanding
Note 1A ).

{b) non provision of interest payahle on unsecured loans, till 30-6-1989 aggregating to Rs. 308.67 Lacs (for the year Rs.108.82
Lacs] resulting into the foss for the year being lower by Rs. 108.82 Lacs and accumulated foss at the close of the year carried
forward in Balance Sheet as at 30* June, 1999 being lower by Rs.308.67 Lacs { Note 1E ).

{e) non-provision of commission payable in respect of Export Sales made till 30-6-1989 as the amount of such commission, pendmg
negotiations is not yet finalised ( Note 1H ).

{d) change in the practice of amortisation of Sales Promotion expenses over a period of 10 years as apainst the past practice of
amortising in five years resuiting in
- the write back of excess amount of Rs. 188.86 Lacs amortised during the years 1992-93 to 1995-96;

- Lower amortisation for the year 1886-87 and 1987-88 as prior period adjustments by Rs. 262.13 Lacs, and;

- Lower charge to profit and less account for the year ended 30-6-1999 by Re. 68.16 Lacs;

and loss for the year being lower by Rs. 86.16 Lacs and carried forward of accumwlated losses at the close of the year heing
lower by Rs.527.15 Lacs (Note NO. T1).

Note 5 & 4 {b) - relating to non accruing of interest income of Rs.578.71 Lacs for the year 1998-98 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.578.71lacs.

Note No. 1 - relating to pending reconciliation of halances of various lenders, Certain Bank Accounts, Sundry Debtors, Sundry Creditors, Loans
and advances and deposits and its effact, 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 refersed observations, we have obtained all the information and explanations which to the bast of our knowledge and belief wera
nacessary 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 frem our axamination 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 Shest and Profit and Loss Account comply with Accounting Standards referred to in Sub-section (3 C) of Section 21} 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 30™ Juns, 1998 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 Dalal
Mumbai: January 08th, 2000, Partner
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Jain Irrigation Systems Ltd. (1998.39;

Annaxure Referred To In Paragraph 1 0f Auditors’ Report To The Members 0f Jain Irrigation Systems Limited On The Accownts For The
Year Ended 30* Juns, 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 te us no matevial discrepancies have been roticed in respect of the assets verified as compared to book records. Based on such verifieation
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 revafued during the year;
3. The stoeks of finished goods raw materials have heen 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 stares and spare parts has been physically verified during the
period from 25-11-1999 te 31-12-1999 and based on this physical verification stacks of stores and spare parts as at the clese of the year has
heen derived and updated;

As gxplained 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;

According 1o the records produced to us for our verification thare 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 actounts. Further, inventory
records have been updated based on physical verification carried out as referred in (3) above;

We have examined the stock verification records produced to us by the Company. On the hasis of such examination and verification and after
considering the accaunting treatment of excise duty referred to in Note No. 9 in Scheduie 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 Nofes to the Accounts relating
to the Significant Accounting Policies, followed by the Company. The basis of valuation of Stocks-in-process and fimished 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;

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 Campanies Act,

1956; -

Unsecured loans have been granted by the Company in earlier years, to the companies, firms or ather parties fisted 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 gur 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

saction 370 (1-B} of the Companies Act 1956;

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.1068.13 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 interast 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)

(i) Jain Processed Foods Ltd. | Promoted by JISL)
The sums of Rs.4329.85 Lacs (inclusive of interest) were outstanding at the heginnihg of the year, During the year the company has
further advanced Rs. 2190.71 Lacs fincluging 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.6069.38 Lacs (inclusive of intarest). As axplained, the Jain Processed Foods
Limited has pledged its assets as security far 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 30-6-1993 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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