
SANSCO SERVICES - Annual Reports Library Services - www.sansco.net

ANNUAL REPORT

2001-2002

Modern
THREADS (INDIA) LIMITED

www.reportjunction.com

http://www.reportjunction.com
www.reportjunction.com


SANSCO SERVICES - Annual Reports Library Services - www.sansco.net

Modern
Threads (India) Limited

BOARD OF DIRECTORS

Shri H.S. Ranka

Shri Sachin Ranka
Shri G.C. Baveja

ShriT.K. Sinha
Shri R.R. Maheshwari

Shri H.L. Sharma

Shri K.K. Baheti

Shri K.G. Somani

Chairman & Managing Director

Director
Director

Director
Director
Director

Director

Executive Director
BANKERS
State Bank of India
State Bank of Bikaner & Jaipur
Dena Bank
Vijaya Bank
State Bank of Patiala
State Bank of Saurashtra
Oriental Bank of Commerce
Allahabad Bank
Syndicate Bank
Punjab & Sind Bank
Canara Bank

AUDITORS
Messrs S.S. Surana & Co.,
Chartered Accountants,
Jaipur-302015

REGISTERED OFFICE
A-4, Vijay Path,
Tilak Nagar,
Jaipur - 302 004
(Rajasthan)

CORPORATE HEADQUARTER
68/69, Godavari, Poachkhanwala Road,
Worli, Mumbai- 400 025

PLANTS
Yarn Division
Village Raila, Distt. Bhilwara (Rajasthan)
Woollens Division
Hamirgarh Road, Bhilwara-311 001 (Rajasthan)
Petrochemical Division
(Under implementation)
Village Bhensali, Distt. Bharuch (Gujarat)

www.reportjunction.com

http://www.reportjunction.com
www.reportjunction.com


SANSCO SERVICES - Annual Reports Library Services - www.sansco.net

Modern
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 following 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) To 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 eligible, offers

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 modifications, as an

Ordinary Resolution :

"RESOLVED THAT pursuant to the provisions of

Section 224(1) of the Companies Act, 1956, M/s. S.S.

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."

Place : Mumbai
Date : 29th June, 2002

By Order of the Board

H.S. RANKA
Chairman & Managing

Director

NOTES :

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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Modern
Threads (India) Limited

DIRECTORS' REPORT

1. FINANCIAL RESULTS

2001-2002
(5948.39)

1722.46

(7670.85)

(17020.37)

(24691.22)

2. OPERATIONS
During the year under review the Company achieved a turnover of Rs. 111.81 Crores
us against Rs. 147.5S Crores during the previous year. The Company has suffered
loss before depreciation of Rs. 59.48 Crores during the year under review against
Rs. 67.69 Crores during the previous year. The performance of the company was
badly a} tec ted due to severe recessionary trend persisting in Textile Industry1 and
also due to shortage of working capital. Company suffered serious set back on account
of the Str ike bv r workmen of Yarn division. Oversopply situation in Textile Industry
resulted in lower volume of Sales and Lower realisation which squeezed margins of
your Company. !n absence of profits your Directors are unable to declare any Dividend
for the ;-car uiiik-r review.

The Compnnv has l\vo divisions and performance of each divis ion is given hereunder:

YARN DIVISION
'I he Yarn Div is ion ot the Company at Raila. Bhilwara was incurring heavy losses
due in depressed market conditions in synthetic blended yarn segment of 'Textile
I n d u s t r y " and consequently the available working capital was eroded loan extent that
it was not possible to operate the p lant . In view of recessionary trend prevailing in
synthetic blended segment of textile industry, since last year it was also not possible
to arrange job work to keep the plant in runn ing condition. The workers of 'Yarn
Divis ion ' u n d j r permanent employment were demanding ful l wages inspite of no
work/pait ial \\ork which Company was not in a position to pay. Workers of the Yarn
dKis ion \ \cnt on s t r ike since 20.X.200L Efforts made by management to settle the
issue of strike were not successful due to arrogant attitude adopted by the workers
and therefoic the strike is continuing since then.

WOOLLENS DIVISION

Dur ing Ihe yejr under review performance of "Woollens Division' was also affected
adversely due 10 depressed conditions prevailing in woollen and worsted yarn segment
of TcMile Industry. 1 .ow realisation on sales coupled with incremental cost of raw
inaierKi! and other inpu t s severely affected margins of this division, iifforts are made
to reduce cost of production to meet with the present complex situation.

3. EXPORTS
During, the year under review the Company could achieved export of Rs. 24.21 Crores.
The fai l in exports was mainly due to international recession and closure of production
faci l i t ies ar Company's Ra i l a Plant. The efforts are being intensified to explore
possibilities ot ^e!lillg products of the Woollens division in new international markets.
•Woollens Div is ion ' of the Company continues to be among large exportors of ;he
woollen products.

4. FUTURE PROSPECTS
Although the general outlook for the textile industry is not promising but in view of
Company's inherent strengths in the fields of manufacturing and market capabilities,
fu ture of 'woollens divis ion ' looks optimistic.

5. REFERENCE TO B1FR
As reported last year thai the accumulated losses of the Company exceeded its entire
net worth at the end of audited accounts for the year ended on 31.3.2001. the Company
is covered under the definit ion of "Sick Industrial Company" in terms of Section
3(1 ){oj of the Sick industrial Companies (Special Provisions) Act, 1985 (SICA).
Accordingly a reference to Board for Industrial and Financial Reconstruction (BIFR)
under the provisions of SICA has been made and registered by BIFR. The reference
of sickness b now under consideration of BIFR.

The Ajmer Y i i l y u t Varan Nigam Ltd. (AVVNI,) had in the meantime, sealed the
entiiv plant and machinery of thu Raila Uni t on 19.10.2001 due to non-paymeni of
their arrears. The Hon'ble Rajasthan High Court hits admitted a petition, filed by the
Company ay.sinst the above seizure.

6. FIXED DEPOSITS

Since the Company lias become 'Sick Industr ial Company' as defined under section
3(1 )(o) of Sick Industrial Companies (Special Provisions) Act. 1985 (SIC A V Company
filed a petition to CLB to pass an appropriate order so as to provide for repayment of
fixed deposit m accordance with the revival scheme as and when approved by BIFR
under the provisions of SICA and Hon'ble 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 (he provisions of "SIC A". However payment on compassionate ground
are continued to be made as per the decision of the committee formed by Hon'hle
Company Law Board for this purpose.

7. DIRECTORS
SliriT.K. Sinhaand Shri K.K. Baheli are liable to retire by rotation mid being eligible,
offer themselves for reappointment. During the period under review 1FC1 Ltd.
withdrew the nomination of Shri Ishtiaq Al i & nominated Shri N.K. Ramachandnn
in his place and subsequently has withdrawn his nomination as Director of Ihe
Company. Li. Gen. Sagat Singh ceased to be Director due to his demise. The Board
places on record its appreciation for Ihe valuable contribution given by Shri Ishtiaq
Ali. Shri N.K. Ramachandran and late Ll. Gen. Sagat Singh during (heir tenure as
Director of the Company.

8. AUDITORS
M/s S,S. Surana & Co., Chartered Accountants, Jaipur retire at the forthcoming Annual
General Meeting. Your Directors recommend their reappointment as Auditors ol the
Company for Ihe yrar 2002-2003. The observation made by the Auditors arc self
explanatory and ha\e been dealt with in the notes vide Schedule 15 forming par! of
the accounts and hence need no further clarifications.

9. INDUSTRIAL RELATIONS AND PARTICULARS OF EMPLOYEES
The Company has enjoyed healthy and cordial indus t r ia l relations throughout the
period except that the workers of "Yam Divis ion ' under permanent employment went
on str ike demanding full wages inspite of no work/partial work which Company was
no; in a position to pay.

There is no employee getting remuneration as prescribed under Section 217(2A) of
the Companies Act. 1956 rend with Companies (Particulars of Employees) Rules,
1975 as amended.

10. DIRECTORS' RESPONSIBILITY STATEMENT

. Jn terms of Section 217(2AA1 of" the Companies Act, 1956. the Directors would like
to state that :
( i ) in the preparation of the Annual Accounts, the applicable accounting standards
have been followed;
( i i * the Directors have selected such accounting policies and applied them consistently
and made judgements and estimates that were reasonable and prudent so as to give a
true and fair view of the state of affairs of the Company at the end of the financial
year and of the profit or loss of the Company of the year under review;

(iii) the Directors have taken proper and sufficient care for the maintenance of adequate
accounting records in accordance with the provisions of this Act for safeguarding the
assets of the Company and for preventing and detecting fraud and other irregularities:

( i v ) the Directors have prepared the annua l accounts on a going concern basis except
Yarn Division of the Company which is not in manufacturing operation on account
of labour problem.

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

The statement of particulars relating to energy conservation, technology absorption
and foreign exchange earnings and outgo as required in accordance with Section
2!7(l)(e) of ihe Companies Act, 1956 read wi th Rule 2(A). 2(B), and 2{C) of the
Companies (Disclosures of particulars in the report of Board of Directors) Rules,
198& is annexed hereto and forms part of ihis report.

12. CONSTITUTION OFAUDIT COMMITTEE
As required under section 292(A) of the Companies Act, 1956 an existing Audii
Committee has been reconstituted. The present members of the Audit Committee are
Shri T.K. Sinha. Shri G.C. Baveja and Shri M.L. Sharma.

13. CORPORATE GOVERNANCE
The Company is making efforts to the extent possible for complying ihe provisions
relating to Corporate Governance pursuant to clause 49 of the Listing Agreement
wi th Stock Exchanges.

14. ACKNOWLEDGEMENTS
The Board place on record its sincere thanks and gratitude for ihe assistance :md
continued co-operation that the Company has been receiving from tne f i n a n c i a l
Institutions working capital bankers, shareholders, employees and Central as well as
State Government.

On Behalf t i f the Board

U.S. RANKA
Chtsinium
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AUDITORS' REPORT
To the Member1*,
of Modem Threads (I) Limited
We ha- e audited i l ic- attached Balance Sheet of MODERN THREADS (INDIA) LIMITED as at
.11 si March. 2002 and P tn t i i & Loss Account t>t" ihc Company for the year ended on that date.
annexed thereto LIIKJ report th;n :
These f inanc ia l suik'ineni are the responsibility of the company's management. Our responsibility
ir, id L";p;css an opinion on these financial statements based on our audit.
We con ducted our audi i in accordance with auditing standards generally accepted in India. These
.\iimdards require l i i . i i we plan jnd perform the audit to obtain reasonable assurance about whether
ihc f inancial > t a t u t n j T H ' > aic l i ee of material misstatemem. An audit includes examining, on a test
iiasis. v\ idciice, s'jpjiorin:!: Ihe amounts and disclosures1 in the t inancial statements. An audit also
includes assessing t 'v accoun t ing principles used and ,-ignificant estimates made by management,
,!'. VK'I! a-. i - \ ; t lL! : i ! in ; <' ie overall f inancia l statement presentation We believe that ouraudi l provides
,i ivawiinhL1 k> - s s f ' - i ! our op in ion .
1. As tvquire'J iiv the Manufac tu r ing and other Companies (Auditor 's Report) Order, IWH issued

t 'V in-1 '.' impan) L.ivi Board in terms of Section 2~7(4A1 of the Companies Act. 1956, we
eiii-losL- in ihe A n n e x i m 1 a siatcment on the matters specified in paragraph 4 and 5 of the said
oidci

2 FIT: her in our comments in ihe Annexure referred to in paragraph I above, we slate tha t :
(a) We have obtained all the i n fu ima t ion and explanations which to the best of our knowledge

jnd bel ief were necessary for the purposes of our audit.
i b > In OLD opinioi:, proper books of account as retjaired by law have been kept by the Company.

so I ir..s Appears from our examination of such hooks.
i e ( ih> . ' Ba lance Sheet ar id Profit & Loss Account referred to in this report are in agreement

J i l h i h c books of ::i-couii!.
I ' h t ' i iv;;- d i i i n i ' i i i , the piofi t an.l loss account and balance sheet complied with accounting

-i.iinLiitl.s r j i e r red m Section 2 1 I ( 3 C ) of the Companies Act, 1956, except otherwise
appearing in Schedule IS - Notes on accounts.

le! '1 Iv account-, ol the company have been prepared on going concern basis.! loweverThreads
d i v i s i o n of the Company is lying closed since 20.0X.01 and appropriate provisions have
been made for non-iealtsablc assets.

(!) The directors of the company are restricted from being appointed as director under clause
B Section 27-t( I Kg l o t the Companies Act. 1956. We have been informed that the company
has ,fea;tc<_ i.i make representation to B1R< and the Central Government/Company Law
Hoard seeing jppiopii Kc exemption from applicabi l i ty of the section.

(g) In our opinion and to the best ol our information and according to explanations given to us
said accounts, read together with Notes on Accounts as per schedule 15 and subject to ;

(i) Note No. l(il regarding non-provi\itni for leave entitlement.'! and premium on
redemption of debentures which are accounted for on cu\h /w,v/.i.

i i i ) Note No, 6. provision for firattiit\ during the \ear including for curlier \-ear\ Ry
M. 10 Iticx.

(iul Nine No. 7. regardini- balances of debtor/,, crcditon. advance* and loans c/i. are
beiiifj subject to coiijiniiaiitm and reconciliation,

(iv) Nine No. ii, regarding non-provision of interest amounting to K.i. 544.19 Uic\ on
converted/convertible into optionally fully convertible debenture*.

(v) Note No. 12, regarding non-provision oj interest amounting Ui fi.v 1017.97 laa. on
debenture* and term loaitf for PTA project.

(\'i> .Volt' fJo. 13, nc>n-/iiwi\ii'ii of interest amounting to Us. 44. /<J lnc\ an arlier deposit.1,
and tiians etc..

(vii) Note No, 14, non-provision of penal ami compound interest/liquidated damages,
amount of which i.\ uneisccrtitinable, pending coiijirniation/recortciiiarion\ 11 itli the
Institutions/Banks.

{viih Note Nt>. 17, non-provkianvf dividend on cumulative redeemable preference share*
amounting to R,i. 140.38 lues,

fix) Note No, /V, regarding non-verification of certain records oj Tliretid.\ division due
to .\fti-.ure of entire plant and office Mock hy Ajmt-r Vidyitt Vitran Nigant Ltd

t\) Note No. 20. prior period ticbi/sKs. 396.48 tac\und credits R->. 146.64 lacs charted/
credited m respective heads.

!\i) Note No. 2X. amount overdue to SSI Units if any not ascenainahle.
The impact of above tin the suite <ij affairs and profit and lass account elaborately
disclosed in respective paras of schedule 15.

give the information required by the companies Act. 1956 in the manner so required and
give a true and lair view;

(i) In the case of Balance Sheet, of the state of affairs of the company as al 31 si March.
21X12 and

i i i ) !n the ease of Profit & Luss Account, ot the loss for the year ended on that dale.

ANNEXURE TO THE AUDITORS' REPORT
Referred to in paragraph I of Keport ol even date to the Members ol MODERN THREADS ( I N D I A )
LIMiTFD

(i) The Cuirpany has maintained proper records showing f u l l p a r t i c u l a r s i nc lud ing
Q u a n t i t a t i v e de ta i l s and situation,'-of its fixed assets other t han furniture and fixtures for
w hieh detailed records are not maintained. According to the information and explanations
given lo us. the fixed assets were physically verified by the management except of Threads
l)ivision*eing under at tachment by AVVNI., at reasonable intervals during the year in
aecoidaiwe with a programme of physical ver i f ica t ion and no material discrepancies
were noticed on such verification as compared to the avai lable records.

( i i ) None of the fixed assets has been revalued during the year.

( i i i ) As exp la i ted to u- physical verification except of Threads Division of the Company
being under attachment ol AVVNL, has been conducted by tlic management at reasonable
inu- iAi i i s in lespeet of f inished goods, inc lud ing merchandise goods, stores, spare parts
and raw maici ial except stocks in transit and K i n g with third parties which have generally
been confirmed

( i v ) in oui opinion and according lo the in format ion and explanations given lo us. the
procedures -.if physical verif ication of the slocks followed by the management, are
reasonable and adequate in relation lo the .size of the company and the nature of its
iiiis i ness.

(v) Atcoidin^- to the records produced to us For our ver i f ica t ion, there were no material
discrepancies noticed on physical ver i f icat ion of stocks as compared to book records
and the same have been properly dealt with in the books of account.

( v i ) In our opinion and on the basis of examination, the valuauon of stocks is fair and proper
i n accordance wi th the normally accepted accounting principles and is on the -.ame basis
as in ihe preceding year except valuation of work in process estimated at realisable value
in ease of "I breads Division of the Company.

( v i i i The company has not taken any loans, secured or unsecured, Irom companies, firms or
other panics listed in the register maintained under Section 301 of the Companies Act.
I')5(S and from ihe company under the same management, as defined under sub-section
( I B ) of Section 370 of the Companies Act, 1956.

i v i i u The company has not granted any loans, secured or unsecured, to companies, firms or
other pnities 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 w i th in the
mean ing of Seci ion 37(1 ( I B ) of the Companies Act. 1956.

dO In respect ol other loans and advances given by the company, we have to state that in
respect of merest free loans and advances in the nature of loans given by the company to
us employ ccs. recoveries arc generally made as per the stipulations except in case of ex-
L-mployccs where leasonable steps, a.s informed lo us are being taken by the Company

!\l In our opinion ami according lo the information and explanat ions given to us, there are
a'Ji-quatt •• i ternai control procedures commensurate with the size of the Company and
n.iiiue of us business w i t h icgatd to purchase of stores, raw materials i n c l u d i n g
components, plant atxi machine^ equipments and oilier assets and for sale ol goods.

f v u Acenrdinc to i l x - i n l o r m a t i o n and explanat ions given 10 us, there were no transactions of
••Liic/piirdiJM.1 of goods and materials entered in the register maintained under Section

301 of the Companies Act, 1956 and aggregating during Ihe year of Rs. 50,000/-or mote
wi th the parlies as per register

As explained to us the Company has regular procedure for determination ol unserviceable/
damaged stores, raw materials1 and finished goods. Adequate provision have been made
in the accounts for the loss arising on the items so determined.

A.s per information and explanations given to us. the company has not accepted fresh
deposits during the year. The compliance wi th ihe provisions of Section 5X-A of the
Companies Act, 1956 and Ihe rules framed thereunder with regard to the deposits accepted
earlier are subject to and as stated in Note No. 30 of Schedule 15.

In our opinion, the Company has maintained reasonable records for the sale and disposal
of realisable scrap and waste. The Company has no by-product.

The company has an internal audit, which in our opinion, commensurate wi th the si/e
and nature of its business.

We have broadly reviewed die cost records maintained by the Company pursuant to
Section 2()9(l)(d) of the Companies Act. 1956 and arc of the opinion thai prima-facie
prescribed records have been maintained. We have not however, made a detailed
examination of such records, so as to ascertain whether they are accurate or complete.

According lo the records of the company. Provident I7und and Employees State Insurance
dues have been generally deposited in time w i r h ihe appropriate authori t ies .

According to the information and explanations given to us, there were no undisputed
amount payable in respect of Income Tax. Wealth Tax, Custom Duty, Sales Tax and
Excise Duty outs tanding as al the last day of the financial year for a period of more than
six months from the date they became payable.

According to die information and explanations given lo us and on the basis of records
examined by us, on test cheek basis, no personal expenses have been charged to revenue
accounts other than those payable under contractual obligations or in accordance wi th
generally accepted business practices.

The Company is a Sick Indus t r i a l Company within the meaning of clause (O) of sub-
seclion 1 1 ) of Section 3 of Ihc Sick Industrial Companies (Special Provisions) Act, 1985.
We have been informed thai the Company has made reference to the Board for Industrial
and Financial Reconstruction (B1FRI.

In respect of processing activities, we report that :

(a) The Company has a reasonable system of recording receipts, issues and consumption
of the materials commensurate wi th ils si?e and nature of its business.

(b) As the processing jobs are undertaken at prices agreed with the parties, allocation
of labour to individual jobs is not considered necessary by the management, and

(e) The Company has a reasonable system of authorisation at proper levels and an
adequate system of in ternal control on issue and allocation ol" stores.

In respect of merchandise ac t i v i t i e s of the Company, as per (he informat ion and
explanations given to us. (here were no damaged goods.

R.N. (loyal
f'miner
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