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Threads (India) Limited

NOTICE

Notice is hereby given that the 21st Annual General
Meeting of Modern Threads (India) Limited will
be held on Saturday the 28th September, 2002 at
4.30 PM at Registered Office of the Company at A-4,
Vijay Path, Tilak Nagar, Jaipur-302 004 to transact

the foliowing business :
ORDINARY BUSINESS :

(1) To consider and adopt the Audited Balance Sheet
as at 31st March, 2002 and the Audited Profit &
Loss Account for the year ended on that date and
the reports of the Board of Directors and Auditors

thereon.

(2) Te appoint a Director in place of Shri T.K. Sinha
who retires by rotation and being eligible. offers
himself for re-appointment,

(3) To appoint a Director in place of Shri K.K. Baheti

who retires by rotation and being cligible, offers

NOTES :

himself for re-appointment.

(4) To appoint Auditors and to fix their remuneration
and in connection therewith to pass the following
resolution with or without modificatioﬁs, as an

Ordinary Resolution :

“RESOLVED THAT pursuant to the provisions of
Section 224(1) of the Companies Act, 1956, M/s. S.5.
Surana & Co., Chartered Accountants, Jaipur, be and
are hereby re-appointed as Auditors of the Company
to hold office from the conclusion of this meeting
upto the conclusion of the next Annual General
Meeting of the Company on such remuneration as may

be determined by the Board of Directors of the

Company.”
By Order of the Board
H.S. RANKA
Place : Mumbai Chairman & Managing
Date : 29th June, 2002 Director

1. A MEMBER ENTITLED TO ATTEND AND VOTE IS ENTITLED TO APPOINT A PROXY
TO ATTEND AND VOTE INSTEAD OF HIMSELF AND SUCH PROXY NEED NOT BE A

MEMBER.

2. The proxy should be deposited at the Registered Office of the Company not less than FORTYEIGHT hours

before the commencement of the meeting.

3. The share transfer books and Register of members shall remain closed from 26th September, 2002 to 28th

September, 2002 (both days inclusive).

4. NO GIFTS SHALL BE DISTRIBUTED AT THE ANNUAL GENERAL MEETING.
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Threads (India) Limited

DIRECTORS’ REPORT
The Members,

Your Directors present the 21st Annual Report and Audited Statement of Accounts
Tor the year ended 3st Mach, 2002,

1. FINANCIAL RESULTS
(Rs in Laes)

2001-2002 2000-2001
ProlitiLossy before Depreciation (594839 {6709.08)
Less © — Depreciation 172246 1717.28
Net Profatf(Loss) for the year {7670.85) 18486.40)
Adid 2 Balunee brought forward
Fro Tust year (17020.37) (833391}
Balance carried to Badance Sheet (24691.22) (1702037

2. OPERATIONS

During the year under review the Company achieved a turnover of Rs, 111.81 Crores
as against Rs. 147,58 Crores during the previous year, The Company has suffered
lass betore depreciation of Rs. 59.48 Crores during the year under review against
Rs. 67.6Y Crores during the previous year. The performance of the company was
badly atfected due 1o severe recessionary trend persisting in “Textile fndustry” and
alsadue to shartage of working capital. Company suffered serious set back on account
of the Strike by workmen of Yarn division. Oversupply sitwation in Textile Tndusury
resutted in lower volume of Sales and Lower realisation which squeezed murging of
your Campany. {n absence of profits your Ditectors are unable to declate uny Dividend
Tur the vear under review,

The Company hus two divisions and performance of cach division is given hereundes :
YARN DIVISION

The Yarn Division of the Company st Raila, Bhilwara was incurring heavy losses
due 1o depressed markel conditions in svithetic blended yarn segment of “Textile
Industry” and consequently the available working capital was eroded (0 an extent that
it was nor possible to operate the plant. In view of recessionary tread prevailing in
synthetic biended segment of textile indusiry, since last year it was also not possitle
to arrange jobt work to keep the plant in running condition. The workers of “Yarn
Division” ander permanenl emplovment were demanding full wages inspite of 1o
work/partial work which Company was not in a position to pay. Workers of the Yarn
division went o strike since 20.8 2004, Efforts made by management to setlle the
issue of strike were not successful due to arrogant autitude adopted by the workers
s therefore the strike s continaing since then.

WOOLLENS DIVISION

During the year under review performance of “Woollens Division” was also affected
adversely dug o depressed conditions prevailing in woollen and worsted yurn segment
of Testile Industry, Low realisation on sales coupled with incremental cost of raw
materiad and ciher inputs severely affected margins of this division. Efforts are made
i reduce cost of production to meet with the present complex situation.

3, EXPORTS

During the vear under review the Company could achieved export of Rs. 24,21 Crores.
The fail in exports was mainly dug to international recession and closure of production
facilitics at Compuny’s Raila Plant. The efforts are being inensified (0 explore
possibilities 6f selling products of the Woollens division in new international markcts.
*Woollens Division” of the Company continues t0 be among large exportors of the
woollen products.

4. FUTURE PROSPECTS

Although the general outlook for the textile industry is not promising but in view of
Company’s isherent strengths in the fields of manufacturing and market capabilities,
tuture of *woallens division” looks optimistic.

5. REFERENCE TO BIFR

As reported fast year that the accumufated fosses of the Company exceeded its entire
net worth at the end of audited accounts for the year ended on 31.3.2001. the Compuny
is covered under the definition of “Sick Industrial Company™ in terms of Section
310y of ths Sick Industrial Companies (Special Provisions) Act, 1985 (SICA).
Accordingly a reference 1o Board for Industria! and Financial Reconstruction (BIFR)
under the pravisions of SICA has been made and registered by BIFR. The reference
of sickness i+ now under considetation of BIFR.

The Aymer Vidyut Vitran Nigam Lid. {AVVYNL) had in the meantime, sealed the
entire plant and machinery of the Raila Unit on 19.10.2001 due to non-payment of
their arrcars. The Hon ble Rajasthan High Court has admitted a petition filed by the
Company against the above seizure.

6. FIXED DEPOSITS

Since the Company has become *Sick [ndustrial Company” as defined under section
Moy of Sick Industrdal Companies (Special Provisions) Act, 1983 (SICA). Company
filed a petition to CLB 1o puss an sppropriate afder so as 1o provide for repayment of
tixed deposit in accordance with the revival scheme as and when approved by BIFR
under the provisions of SICA and Honble CLB has passed the order on 30.4,2002
that “The repayment of fixed deposits of Modern Threads (India) Limited shall be
made by the Company in accordance with the revival scheme as and when approved
by BIFR under the provisions of “SICA”. However payment on compassionate grouad
are continued 10 be made as per the decision of the commitiee formead by Hon'ble
Company Law Board for this purpose.

7. DIRECTORS

Stiri T.X. Sintwa and Shri K.K. Buheti are {iable to retire by rottion und being cligible,
offer themselves for reappointment. During the period under review 1ECI Lid,
withdrew the nomination of Shri fshtiag Al & nominated Shri N.K. Ramachandran
ity his place and subsequeatly has withdrawn his nomination as Director of the
Company. Lt. Gen. Sagat Singh ceased to be Director due to his demise. The Board
pluces on record its apprectation for the valuable contribution given hy Shri Ishtiag
Ali, Shri N.K. Ramachandran and lale Lt Gen. Sagat Singh during their tenure as
Director of the Company.

8. AUDITORS

M/s 8.8, Surana & Co., Chartered Aceountants, Jaipur retive at the forthcoming Annual
General Meeting. Your Direclors recommend their reappointment as Auditors of the
Company for the year 20022003, The observation made by the Auditors are selt’
explanatory and have been deall with in the notes vide Schedule 15 forming part of
the accounts and hence need no fusther cluritications.

9. INDUSTRIAL RELATIONS AND PARTICULARS OF EMPLOYEES

The Company has enjoyed healthy and cordial industrial refutions throtighout the
period except that the workers of " Yarn Division™ under permanent employment went
on strike demanding full wages inspite of no work/partial work which Company was
notin i position o pay. .
There is no employee petting remuneration as prescribed under Section 217(2A) of
the Comipanies Act. 1956 read with Companics (Particulars of Employees) Rules,
1975 as amended.

10. DIRECTORS® RESPONSIBILITY STATEMENT

I terine aof Section 21 H2AA) of the Companies Act, 1956, the Directors would like

to state that

(i) inn the preparation of the Annual Accounts. the applicable accounting standards
have been tollowed;

(113 the Directors have selected such accounting policies and applied them consistenily
and made judgements and estimates that were reasonable and prudent so as 1o give a
true and fair view of the state of affairs of the Company at the end of the tinancial
vear and of the profit or loss of the Company of the yeuar under review:

(i) the Directors have tuken proper and sufficient care for the muintenance of adequate
accounting records in accordarce with the provisions of this Act Lor sufeguarding the
assets of the Company and for preventing and detecting fraud and other irregularities:
(iv} the Dircetors have prepared the annual accounts on a going concern basis except
Yarn Division of the Company which is not in manutacturing operation on accourt
of labour problem.

11. PARTICULARS OF ENERGY CONSERVATION, TECHNOLOGY
ABSORPTION AND FOREIGN EXCHANGE QUTG(

The statement of particulars relating to energy conservation. technology absorption

and foreign exchange earnings and outgo as required in accordance with Section

217(1Ke) of the Companies Act, 1956 read with Rule 2¢A). 2(B3. and 2{C) ol the

Companies (Disclosures of purticulars in the report of Board of Directors) Rules,

1988 is annexed hereto and forms part of this report.

12. CONSTITUTION OF AUDIT COMMITTEE

As required under section 292(A) of the Companies Aci, 1956 an existing Audis
Committee has been reconstituted. The present members of the Audit Committee are
Shri T.K. Sinha, Shri G.C. Baveja and Shri H.L. Sharma.

13. CORPORATE GOVERNANCE
The Company is making efforts to the extent possible for complying the provisions
relating to Corporate Governance pursuant to clause 49 of the Listing Agreement
with Stock Exchanges.
14. ACKNOWLEDGEMENTS
The Bourd place on record its sincere thanks and gratitude for the assistunce and
continued co-operation that the Company has been receiving froni the financiol
institutians workiog capital bankers. shareholders, employees and Ceatrat as well as
State Government.

On Behalf of the Board

1.8, RANKA
Chairnian

Place : Mumbai
Dated : 29th June, 2002
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= Threads (India) Limited

UDITORS’ REPORT

To the Members,

of Madern Threwds (@) Limnted

We Bz e sudited the atached Ratance Sheet of MODERN THREADS (INDIA) LIMITED as at
3ba March, 2002 and Profit & Loss Account of the Company for the year ended on that date.
annexed thereto and report tha

These hinuncid stresnent are the respoasibility of the company's manageinent. Our responsibility
is 1o eupross an opiion on these financial staterents based oo our audit,

We onducied our audit i sccordanee with asuditing standards generally accepred in India. These
stundurds reguire tha we plan and perform the audit to obtain reasonable assurance about whether
the financial datcmenes are tree of material misstatement. An audit includes examining, on a test
basis. evidence supporting tie amounts und diselosures in the tinancial statements. An audit also
accounting principles used and significant estimates made by management,
ncial statement presentation. We believe that our audit provides

inchnles assessing )
iz the overallf

avwall el

s reascaable basis for our opinion

1. Asrequired by the Manulacturing and other Companies (Auditor's Report) Order, 1998 issued
by the Company Law Board in erms of Section 22714A) of the Companies AcL 1956, we

enclons in the Anexure a statement on the matiers specified in paragraph 4 and 5 of the saud
orider

2. Further (0 our o vnments i the Anacxure referred to in paragraph 1 above, we state that :

We have obmined all the information and explanations which 10 the best of our knowledge

anct belicl were necessary for the purposes of our audit.

1y In cur optaion, proper books of account as required by law have been kept by the Company.
o faras appears from our examination of such books.

fer Vi Batuace Sheet and Prolit & Loss Account referred (o in this report are in agreement
wiih the books o

{elx T our opinios, the profit and loss account and balance sheet complied with secouniing
standaids roferred in Section 2§ H{3C) of the Compunies Act, 1956, excepl otherwise
appearing in Schedule 15- Notes on accounts.

fe3 The accounts of the company have been prepared on going concern basis, However Threads
division of the Company js lying closed sine: 20.08 01 and appropriute provisions have
been made {or pon-realisable assets.

(1 Fhe dirccton of the company are restricted from heing appointed as director under clause
B Seetion 2730 1 ig) of the Companies Acl. 1950, We have been informed thot the company
has decidee to miake representation o BIFR and the Central Government/Cormpany Law
Bounl seck ng appropriate exemption trom anplicability of the section.

{a

SULIITER

(g) Inouropinion and to the best of our information und according 1o explanations given w us
said aceounts, read together with Noles on Accounts as per schedule 15 and subject to :
{t} Note No. Hil regarding non-provision for leuve emtitlemenis and preminm on
sedemption of debentires which are accounted for on cash basis.
{if) Note No. 5. provision for gratwity during the year mcluding for earlier years Ry,
6410 s,
(iii) Note No. 7. regarding balances of debiors, creditors, advances and toans ete. are
betug subject to confimmation and reconciliation,
Newe No. {1, regarding non-prevision of ifrerest amornnting to Rs. 34419 foes on
converted! convertible into opiionally fully convertible debenniores.,

fiv,

i

Note No, 12, regarding non-provision of interest amauncing 1o Rs. 101797 faes on

debentures and term loans for PTA project.

{viy Note No, 13, non-provision of interest amonnting jo Rs. 34,19 Lacs on other deposiiy
and toans ere.,

i) Note Now 14, non-provisien of penal and compound intevesifliguidated dameages.
amount of wiieh is unascerivinable, pending confirmenionfreeonciiarions with the
Institutions/Banks.

fvril) Note Noo 17, non-provision of dividend on comndative redeeniable preference shares
amounting to Ry, [46.38 lacs.

ix) Nore Nu. 19 regarding nem-verification of certaiin records of Threads division due

1 seiziere of entire planr and office block by Ajmer Vidvat Vitran Nigam Lid.

Note No. 20, prior period debits Rs. 396,48 lacs und credits Ry, 146.04 laes clurged)

eredited i respective heads.

&Y

i) MNote No. 28, amonns overdue o SSTUnits if uity not ascertainabic.
The impacr of ubove on the state of affairs and profic and toss gecount elaboratety
disclosed in respeesive puris of selwedide 15,
give the information required by the companies Act. 1956 in the manner $0 required and
give o true and Fair view:
(1) 1n the case of Balance Sheel. of the state of affairs of the company us at 3 st Murch,
2002 and
(i) Inthe case of Profit & Loxs Account, of the loxs (or the year ended on that date.
Far §.5. SURANA & CO.
Chartered Accountants
R.N. Goyal

Partner

Place : Murbai
Date : 209th June. 20012

ANNEXURE TO THE AUDITORS’ REPORT

Referred 1o in paragraph 1 0f Report ol even date to the Meribers of MODERN THREADS (INDIA)
LIMITED :
tiy The Company has maintained proper records showing (Ul particulars including
Quantitative detaibs and siwations of its fixed assets ather than fumniture and fixtures for
which dotsiled records are not maintamned. According to the information and explanations
siven o us the fixed assets were physically verificd by the mamagement exgepl of Threads
[)wm(m’cm" under atachment by AV VNI, a1 reasonable intervals during the year in
accordance with a programme of physical verification and no material discrepancies
were notived on such verification as compared o the available records
ity None of the {ixed asscts has been revalued dueing the year
fiii) As exphui wil to us. physicsl verification except of Threads Division of the Company
being under atachment of AVVNL., has been conducted by the management at reasonable
intervals in respect of finished goods, ncluding merchandise goods, stores. sparc parts
and vaw muterial escept stocks in transit and Jying with third parties which have generally
been confirmed
(ivy n our opinion and according 1w the information and cxplanations given o us. the
procedures of physical verification of the stocks followed by the management. are
seasonable and adequate in relation o the size of the company and the nalure of its
Brisiness
t¥) Aceording 1o the reconds procuced W us far our verification, there were ne maalcrial
discrepancies noticed on physical ve atinn of stocks as compared to hoak records
and the same have been properly dealt with in the books of account.

1vi} In our opinion and on the basis of examination, the valuation of stacks is fair and proper
in accordance with the narmaily sccepted accounting principles and is on the name basis
as i the preceding vear except valuation of work in process estimated at realisable value
in case of Threwds Division of the Company.

{viir The company has not 1aken any louns, scoured or unsecured. from companies, firms or
other parties listed in the register maintained under Section 301 of 1he Compantes Act,
1956 and fron the company under he same management, as delined under sub-section
(1B of Section 370 of the Compantes Act, 1956.

iviiin The company has not granted any 1ouns, sccured or unsecured, (o companies. firms or
other parties listed in the register maintained under Section 301 of the Companies Act,
1956. As exploined to us there are no companics under the same munagement within the
meaning uf Section 370 (183 of the Companies Act, 1956,

(ix) In respect of ather loans and advances given by the company, we have 10 slate that in
respect of nterest {ree loans and advances in the nuture of loans given by the company to
its employces, recoveries are gencrally made as per the stipulations except in case of ex-
cmployees where reasonable steps. as informed (o us are being taken by the Company
for iecovery

() In our opinion sad aecording to the information and explanations given 1o us, there are
adequate Bateraal control procedures commensurate with the size of the Compuny and
mazure of its business with regard (o purchase of stores, raw materials including
components, plant and machinery equipments and other asscls and for salc of gootls,

(xi) According w e information and explinations given 1o us, there were no iransactions of

wase ef goody and materials entered in the register mainained under Section

e/purs

301 of the Companies Act, 1956 and aggregating during (he year of Rs. 50,0004 or more
with the parties as per regisier.

(xii) Asexpluined 10 us the Company has regular procedure for determination of unserviceable/
damaged stores. raw materials and finished goods. Adequate provision hive been made
in the accounts tor the loss arising oa the items so determined

(xiitt As per informution and cxplanations given to us, the company has not accepted fresh
deposits during the year. The compliance with the provisions of Section 38-A of the
Companies Act, 1956 and the rules framed thereunder with regard 1o the deposits sceepted
cartier are subject o and as stated in Note No, 30 of Schedule 15.

{xiv} Inour opinion, the Company has maintaincd reasonable records for the sale and disposal
of realisable scrap and waste. The Company has no by-product.

{xv) The company has an internal audit, which in our opinion. commensurate with the sizc
and nature of its business,

(xvi) We have broadly reviewed the cost records maintained by the Compuny pursuant o
Section 2090 Xd} of the Companies Act, 1956 and arc of the opinion that prima-facie
preseribed records have been maintained. We have not however, made u detailed
examinalion of such records, 0 a5 W ascertain whether they are accurate or complele.

(xvii) According lo the recerds of the company. Provident Fund snd Employees State Insurance
dues have been gencrally deposited in time with the appropriate authorities,

(xviii} According to the information and cxplanations given  us, there were no ondisputed
amount payable in respect of Income Tax, Wealth Tax, Custom Duty, Sales Tux and
Excise Duty outstanding as al the fust day of the financial yeuwr for a period of more than
six months from the date they became payable.

{xix) According w the informaion and cxplanutions geven 1o us and on the basis of records
exumined by us, on test check basis, no personal expenses have been charged to revenae
accounts other than those payable under contractual obligations or in accordance with
generally accepted business pracuees.

The Company is a Sick Industrial Company within the meaning of clause (O) of sub-

section (1) of Section 3 of the Sick Tndustrial Companics ($pecial Provisions) Act, [985.

We have heen informed that ihe Company has made reference to the Board for Industriat

and Financial Reconstruction {BIFR).

(xx

{xxi} In respect of processing activitics, we report that
(a) The Company has a reasanable system of recording receipts. issues and consumption
of the materials cammensurate with ils size and nature of its business,

(by As the processing jobs are undertuken at prices agreed with the partics, allocation
of labour 1o individual jobs is not considered necessary by the management, and
The Company has a reasonable system of authorisation at proper levels and an

adequate svsiem of internal control on issue and allocation of stores.

[y

txxii} In respect of merchandise activities of the Company. as per the information and
explanations given 1o us, there were no damaged goods.

For §.8. SURANA & CO.

Chertered Accountanrs

R.N. Goyal
Partner

Place : Mumbai
[rae = 29th June, 2002
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