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Dooms-day predictors would advise to forget

about your investment in SPBM.

We agree. But for entirely different reasomns.

For the last 30 months, the performance of corporate companies,
barring a few exceptions, has at best been lack-lustre. Particularly hard
hit are the cement, steel, construction and paper industries. In fact, the
paper industry was passing through a rough phase as early as 1996.
However, since this trough came following the boom period of the early

nineties, the first rumblings were dismissed off as a cyclical feature

typical to the paper industry. —
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| SPBM at that hme, had actually
‘managed to stay on top of the
“situation. The last elghteen
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months however, has been a

- period of mixed 'blessings.jTh;e
~company, during this period has

simultaneously experienced
moments of extreme pride and
woebegone performances. All in
all, it has been a watershed perlod
in the history of the company

The picture in perspective

What went rlght...

Anticipating the growth potentlal in the cultural
variety of paper, SPBM made a strategic shift in
its product line in the early nineties. The:
company, however, was not willing to :
compromise on its twin objectives of providing
good quality and eco-friendly paper Whlch it had
adhered to rigidly since inception.

Towards this end, the company embarked on an
ambitious technology upgradation programme
in the mid nineties. 1997-98 saw the completlon
of this technology upgradatlon

Exports today
comprise a
good 25% of
our turnover

prary Services - www.sansco.net

This document has

been printed on Premier, our
eco-friendly paper produced at
the Shapar plant which
compares

with the very best in

the paper industry

SPBM today, is the only paper mill in India
equipped with the state-of-the-art technology in
secondary fibre processing A fact that generates
a feeling of immense satisfaction and pride. In
fact, this document has been printed on Premier,

- our wood-free, eco—fnendly paper produced at

the Shapar plant. Today, the production facilities
at Shapar with on-line product1on, Deinking and
Dispersion technology : are the very best in the
paper industry.

To augment the marketing efforts a netwrok of
dealers and customers has been systematically

- built up. Working closely with this network is

the sales team: quick, responsive and efficient
enabling a growth of over 30% in sales for the
period under review o\ffer,the previous year.

Besides being aggresswe in the domestic market,
we have worked hard to develop the overseas
market with a view to avail the benefits of the
distinct price advantage in these markets.

With our endeavours we have established a
reputation of sorts for our products which are
fast gaining acceptancé and popularity in the

'~ international market. In fact, today exports

comprlse a good 25% of our turnover. A sign

that augurs well for the company.
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..And what went wrong

Though sales have gone up during the last

18 months, profits have nose-dived due to
circumstances beyond control. A decelerated
economy coupled with indiscriminate import
policies has left the paper industry vulnerable
to an unprecedented price war and a severe
resource crunch. The current crises faced by
the paper industry is a classical example of
the cause and ripple effect theory.

A decelerated economy coupled
with indiscriminate import
policies has left the paper
industry vulnerable to an
unprecedented price war
“and a severe resource crunch

In the post liberalization era, the government
abolished the newsprint control order which is
instrumental in regulating the supply of
imported newsprint in the country. Once this
was decontrolled and put under the OGL
category, there was a heavy influx of imported
newsprint at prices which the indigenous

manufacturers just could not match. Against the

annual requirement of 2 lac tonnes of imported
newsprint, the estimated imports in 1998 are to
the tune of 5.50 lac tonnes.

This caused newsprint manufacturers, who are
basically large paper mills, to shift production
to writing printing paper to utilise idle
capacities. This in turn resulted into a glut in the
writing printing paper segment giving rise to an
unprecedented price war. Prices crashed from
Rs.35/kg to Rs.25/kg in the last 18 months.
Moreover, the general sluggishness of the
economy compounded the problem especially
for the small mills, forcing them to give
extended credit periods to customers. The terms
of sales changed from 'advance payment'

3 years ago to credit of atleast 100 days. This
lethal combination of extended credit coupled
with rock bottom prices has thrown working
capital management of most companies
completely out of gear

Just“ to,‘Stay afloat many companies have had to
procure finance at irrationally high costs further

eroding profits i in some cases but has had a

g effect in most cases forcing closures.

 Statistics indicate that 1/3 of the paper units in
. Indi have already closed down over the last

This lethal combination of
extended credit coupled with
rock bottom prices has thrown
worKing capital management of
most companies completely out

of gear
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An inborn tenacity

into an even larger and stronger c mp
beg:mnmg of the next millenni

_ other extemal factors that adVersely affect the

-the umés ‘Or better still, ahead of times. To
~compet1t1vely price the product plans are afoot
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gémen‘c has looked upon tlus phase asa
r g expenence to evolve a strategy that w111

(oot the cychcal nature of the mdustry and

With the world becoming a
global village, only the very

best or specidlized products |
will survive.

tocutc down raw material costs, by shifting to
,nexpenswe waste paper cuttmg costs by almost

~'30% ‘This will enable the company to have the

inning combination of an inexpensive and

rf‘value added premmm product

"
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However, the foremost requirement to see these
plans through or even initiate them is naturally,
finance. On the basis of future prospects of the
company and the ability and standing of the
promoters, the management has been successful
in persuading a NRI group in equity
participation at a premium. Considering the
state of the paper industry in particular and the
economy in general, this is no mean feat.

Undoubtedly, the company has passed through
a difficult phase in the past 18 months. But the
company has strong financial fundamentals.
The operating profit margins are 6.20% against
the industry average of 5.30%. The
entrepreneurial vision of the management has
converted adversity into an opportunity to
emerge as a large mill with the most modern
technology in keeping with global trends,
produce world class products and grow
through them. By September 2000 the company
expects to turn around and emerge as a major
player in the paper industry.

The menagement fas been
successful in persuading o
NRI group in equity
perticipation at g
premiuis

The purpose of this communication is not to
raise alarm bells. In fact it is just the opposite. It
is an honest attempt to appraise the shareholders
of the existing scenario and renew the pledge to
not only protect but to better the interests of the
shareholders in the immediate future.

This communication renews our
pledge to not only protect but
better the interests of the
sharefiolders in the dmmedinte

Sfuture

The facts behind the figures have already been

-presented to you. The following pages will now

reveal the figures.

Wishi you o betier
end happy 1999
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NOTICE is hereby given that the Twenty Fourth Annual General Meetmgpf the Members of SAURASHTRA PAPER
& BOARD MILLS LTD. will be held on Friday the 26th March, 1999 at 11 30 a.m. at Noble House, Kalavad Road,
Rajkot, to transact the following busmess

ORDINARY BUSINESS

1 “To receive, consider and adopt the Balance Sheet as af 30th September, 199@ xk the Profit & Loss Account for
the period ended on that date together with the Auditors’ and Directors’ Report thereon. .

22 To appomt a Director in place: of Shri Hemant . Shah, who retires by rotatmn and being eligible, offers himself
for re-appointinent. .

3. Toappoint a Director in place of Shri Sheetal s. Mehta, who retires by rotation and being ehg1ble, offers himself
for re—appomtment ; N

4. To Appoint auchtors and to fix thelr remuneratlon o ‘ :

;

SPECIAL BUSINESS : ;
5. To consider and if thought fit, to pass, Wlth Or W1thout modlﬁcanon, the followmg resolution as a SPECIAL
RESOLUTION 3 . :

“RESOLVED THAT in accordance W1th the provisions of Sec’aon 81(1A) and other applicable provisions, if any,
of the Companies Act, 1956, and of the Securities and Exchange Board of India (SEBI) Act, 1992 and the
Guidelines issued and Regulations made thereunder, and subject to the listing agreement entered into with the
Stock Exchanges and subject to the consents, permissions and sanctions of SEBI, Reserve Bank of India or such
other Appropriate Authorities, Institutions, Bodies, of all persons as may beé necessary and/or subject to such
conditions and modifications as may be considered necessary by the Board of Directors (hereinafter called “the
Board” which term shall be deemed to include any Committee which the Board may have constituted or
hereunder constitute to'exercise its powers including the powers conferred by this Resolution) consent, authority
and approval of the Company be and is Hereby accorded to issue, offer for subscription and allot upto 16,77,100

, (Sixteen lac Seventy Seven Thousand One’ Hundred. Only) equity shares of Rs.10/- each at a premium of
Rs.15/- per share with or mtho"t']ock~1n~penod to the Promoters, theit friends, relatives, associates and
- associate companies; Non Re51dent Indiahs {(NRIs), Overseas Corporate Badies (OCBs), Foreign Institutional
‘Investors (Flls).as the Board may in.its absolute discretion decide to offer'the Securities through Prospectus
and /or Letter of Offer and/ or Circular and / or pnvate placement basis as may be deemed appropriate by the
Board, such offer, issué and allqtment to be’ made at. such titme of fimes in one or more tranches and in such
manmer on such terms and conditions as the Board may in its absolute discretion determine with power to
settle the details as to the form and terms of the issue of the Shares and all other terms, conditions and matters
connected therewith and t6 accept any modlﬁeanons in the proposal as may be required by the authorities/
parties involved in/connected with such issue, but sub}ect to such conditions as the Appropriate Authorities
may impose at the time of the ; ﬂccord.mg/ggranhng appmvals, consents, pemrusswns and ‘sanctions and as

: agreed to.by the Board ' ST :

RESOLVED FURTHER 'IHA’I‘ the Be
Comnuttee of Dlrectors of the Co pany to give

rd be. and is hereby authonsed to delegate all or any of the powess to any-
eff ¢t to ,fe aforesmd Resolutmn

6.  To consider and if thought fit t ass, Wi '
RESOLUTION E : )

”RESOLVED THAT in acccrdance with the promsmns of Sectmn 80,81 81(1A) and all the apphcable provisions,
if any, of the Companies Act, 1956 (mcludmg any ‘statutory modifications or re-enactments thereof, for the time
being in force) and enabling provisions of the’ Memorandum & Article of Association of the Company and the
Listing Agreements entered into by the Comparny with the Stock Exchanges where the Company’s shares are
listed, subject to approval of Reserve Bank of India and subject to the approval of all other concerned authorities,
if any, and to the extent necessary and such other approvals, permissions, sanctions .as may be required and
subject to such conditions and modifications as may be prescribed or imposed by any of them while granting
such approvals, permissions and sanctions and which may be agreed to. by the Board of Directors of the
Company (hereinafter referred to as the “Board”) and/or a duly authorised committee thereof for the time
being exercising the powers conferred by the Board, the consent of the company be and is hereby accorded to
the Board to offer/issue/allot Equity Shares, redeemable preference shares/debentures convertible or non

1thout modlﬁcatlon the followmg resolutlon as a SPECJIAL
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convertible of an aggregate amount not exceeding Rs, 15 crores (Rs. Fifteen Crores only) with or without
detachable or non-detachable warrants or any other financial instruments (hereinafter for brevity's sake referred
to as “Securities”) as the Board at its Sole discretion may at any time or times hereafter decide, to such person
or persons, whether or not shareholders of the Company, as the Board or Committee may at its sole discretion
decide, including one or more of the members, promoters, debenture-holdérs, employees, Non Resident Indians
(NRIs), Overseas Corporate Bodies (OCBs), Foreign Institutional Investors (Flls), bodies corporate, companies,
private or public or other entities, in one or more combinations thereof, whether through public issue, rights
issue, private placement, preferential allotment, exchange of securities, conversion of loan or otherwise, in one
or more modes or combinations thereof and in one or more tranches, at such price or prices as the Board or
Committee thereof may in its absolute discretion think fit, in consultation with advisors or such persons and on
such terms and conditions including the number of shares to be issued, rate of dividend, amount of premium,
if any, on redemption, redemption period, manner of redemption, the ratio of exchange of shares or Securities
and matters incidental thereto;

RESOLVED FURTHER THAT in the event of any equity shares being issued against the Securities, this resolution
shall be deemed to have authorised the Board/Committee in terms as the Board /Committee may in its sole
dlscrenqn deem proper;

RESOLVED FURTHER THAT such of these Securities to be issued if are not subscribed may be disposed of by
the Board / Committee thereof to such persons and in such manner and on such terms as the Board / Committee
in its absolute discretion think most beneficial to the Company including offering or placing them with Banks/
Financial Institutions/Bodies Corporate/ Non Resident Indians (NRIs), Overseas Corporate Bodies (OCBs),
Foreign Institutional Investors (Flls), such other persons or otherwise as the Board or Committee thereof may
in its absolute discretion decide;

RESOLVED FURTHER THAT for the purpose of giving effects to this resolution, the Board / Committee be and
is hereby authorised to do all such acts, deeds, matters and things as it may in its absolute discretion deem
necessary, proper or desirable and to settle any question, difficulty or doubt that may arise with regard to the
offer/issue, allotment and utilisation of the proceeds, issue of securities and further to do all such acts, deeds,
matters and things and to finalise and execute all documents and writings as may be necessary, proper,
desirable or expedient as it may deem fit”.

Date : 24.02.1999 By order of the Board
For SAURASHTRA PAPER &
Registered Office: BOARD MILLS LTD.
Pattani Building,
M. G. Road,
RAJKOT 360 001. NALIN GANATRA
Company Secretary
NOTES
1. The relative Explanatory Statement pursuant to Section 173(2) of the Companies Act, 1956 in respect of the
Special Business under Item Nos. 5 and 6 above are annexed hereto.
2. A MEMBER ENTITLED TO ATTEND AND VOTE IS ENTITLED TO APPOINT A PROXY TO ATTEND
AND VOTE INSTEAD OF HIMSELF AND THAT THE PROXY. NEED NOT BE A MEMBER.
3. The proxy form duly executed and stamped should be deposited at the Registered Office of the Company
not later than 48 hours before the time of the meeting.
4. The register of members and Share transfer books of the Company will remain closed from Monday the
22nd March, 1999 to Friday the 26th March, 1999 (both days inclusive).
5. Members desiring any information as regards accounts are requested to write to the Company at least seven

days in advance of the Annual General Meeting s0 as to enable the Management to keep the information
ready.

Shareholders are requested to bring their copies of the Annual Report at the Meeting.

Members are requested to immediately intimate any change in their address registered with the Company
to its Registered Office at 204, Pattani Building, M. G. Road, Rajkot 360 001.
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ITEM NOS 15 & 6

The Board of Dlrectors of the Coxnpany mtends 10, doub]e its manufacturmg capac1ty by the turn of the century with

. further modérnisatiofi and expansion of ifs manufartunng facilities with éco-friendly state-of-the-art Oxygen Bleaching
Paper Recycling technology to be imported from Europe in the near future. To finance the approximate project cost of
Rs.10 crores, the Company intends toissue 16,77,100 Equity Shares of Rs.10/- each at a premium of Rs.15/- per share
to a NRI group on the terms arid conditions set out in Resolution No.5. The offer price of Rs.25/- per share for
preferenhal allotment to the NRI group:is well above the price of Rs.19/- per share calculated as per the formula of
SEBI guidelines for preferenhal alloiment of shares i . )

- The Company is also con51denng othervfophons for rarsmg balance cost of pr0]ect by issuing of appropriate instruments
at appropnate times to such persons and in such manner as stated in Resolution No. 6. The Resolution set out at Item
No.6 is an enablmg Resoluhon, confe mg authorlty to the Board to cover all present and future contingencies and
,corporate reqmrements s f, s . N

Sechon 81 of the Compames Act 1956 prov1des,'1'n aha, that when it is proposed to increase the issued capital of l
“the Company by allotment of further shares, such farther shates shall be offered to the existing shareholders of the
Company in the manner laid down i m Secnon 81 unless the shareholders in the General Meeting dec:lde otherwise.

. The Listing Agreements with the Stock Exchanges prov1de, mter aha, that the Company in the first instance should
offer all the shares to be issued for. subscrrpuon pro—rata to the eqmty shareholders unless the shareholders decide
* otherwise in a general meetmg - B , A :

Accordingly, | consent of the. Shareholder is bemg uought tsuant to the prowsmns of Sections 80,81 81(1A) and all
“other apphcable provxsxons of th 'Compames Act 1956 ‘nd ‘in terms ‘of the prowslons of the Llstmg Agreements

onl,e;rned or mterested to the extent that they may be
ts ba51s or. otherw1se and apphed for and allotted to

Date ; 24;0;2.,1999,

S By order of the Board
' - . &7 For SAURASHTRA PAPER &
”Regmtered Ofﬁce - 1 BOARD MILLS LTD.
© . Pattani Building ; :
M. G.Road o -
" NALIN GANATRA

"RAJKOT 360 001
B Company Secretary-
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Directors” Report

Your Directors have pleasure in presenting their 24th Annual Report along with Audited Accounts for the period
ended 30th September, 1998.

Financial Resulis (in Rs, Lacs) 1997-98 1996-97
(18 Months)

Profit/ (Loss) before interest, depreciation and taxation 426.09 404.70

Less :

Interest 521.07 212.01

Depreciation 183.36 93.85

Taxation — ——

Profit/(Loss) for the year (278.34) 98.84

Add

Last years balance of P & L A/c. 55.05 5341

Total (223.29) 152.25

Less

Prior period adjustment (1.04) (7.57)

Amount Available for appropriation (224.33) 144.68

Less

Appropriations

Proposed dividend - 36.03

Tax on Dividend — 3.60

Transfer to General Reserve e 50.00

Balance carried forward (224.33) - 55.05

Performance

Your company’s turnover, during the extended financial year, amounted to Rs.3376 lacs, compared to Rs.1753 lacs in
the preceding year. Bven amidst a highly depressed paper market, the turnover increased, on an annualised basis, by
28% over the last year in value and by 31% in volume. But on account of the continuing situation of excess supply in
the market (arising out of large scale imports), paper prices were further depressed during the year, which in turn
reduced your Company’s per ton sales realisation. On the other hand, cost of production and operating expenses
continued to rise. Despite the combined impact of lower sales realisation and higher costs, your Company could keep
its operating profit margin positive, though it was reduced from 21% of sales last year to 7% this year. However, due
to a fall in operating profit amount as well as higher interest and depreciation, your Company incurred a net loss of
Rs.278.34 lacs for the extended year under report as against a net profit of Rs. 98.84 lacs last year.

Operations

The comparative figures of operations of the two categories of paper from your Company’s two paper mills during
the period under report and last financial year are as under :

1997-98 1996-97
(18 Months)
Production White 10672 5396
Kraft 6711 4000
17383 9396
Sales White 11105 5055
Kraft 6732 4003
17837 9058

Combined capacity utilisation during the year was higher at 75% compared to 60% last year. It will be evident from
the figures of production and sales that your Company’s management spared no efforts to combat the acute slump in
the paper market by achieving 23% rise in output and 31% rise in sales. Company’s both plants are working
satisfactorily, producing quality that is found acceptable both in the domestic and export markets.
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Dividend

In view of the loss incurred dunng the penod under review, the Board of Dlrectors do not recommend payment of
dividend for the year under consideration for both, Eqmty and Preference Shares

Current Year

One of the redeeming features of your Company 8 current year's operanons has been its successful entry in the .

highly competitive export markets. While paper worth Rs. 187.86 lacs accounting for 7.20% of Writing Paper sale was
exported during the period under reviéw, in the first four months of the current year, exports have already amounted
to Rs.113.32 lacs, accounting for almost 25% of wntmg paper sales for the period. Exports are to East Africa, Bangladesh
and United States of America. , :

Paper Industry Review

While the Indian mdustry in general continues to face recessmnary condmons such as reduced. rate of growth,
slowdown in demand and liquidity shortage, paper industry in particular showed nio signs of recovery during the
year under review.It continues to be one of the worst hit-industries, facing combined adverse impact of general
recession as well as unhealthy competition from unfairly cheap imports of paper, partlcularly newsprint. Our
government policies have wantonly allowed our country to become a favourite and an obvious dumping ground of
paper produced abroad, by effecting reckless reduction of import duty on paper from 140% in 1992-93 to 65% in
March 1994 to40% in March 1995 and just a couple of months later in May 1995, yet again to 20%. Although previous
year’s budget- ‘of 1998-99 did marginally enhance thé import duty on paper to 30%, it proved too little to repair the
severe damage which was already done. The extent of impact of this import duty reduction, which has been made
under the banner of liberalisation and opening up of the Indian economy, can be gauged from the fact that volume of
imports of paper has more than doubled in last five years. The situation has been further worsened by imports
working out to be cheaper, because many East European and Far Eastern Countties dump their supply in India at
“prices much below prevailing international prices. The resultant increased supply in the domestic market forced
many Indian newsprint mills to sw1tchover to writing-printing variety of paper, whlch in turn triggered off a price-
slashmg negative chain teaction, so as to ~w1thstand increased supply in the wrumg printing segment, The virtual
shakeout in the mdushy has compell ~any small mﬂls to close down, as their,operations became unviable. -

Time and agam, the: industry has represented to the- Government estabhshmg the fact of dumping with facts and
figures and making out a dear~cut case for levy of a:nh—dumpmg duty on paper imports. It is most unfortunate that
the Governmient has not'so far- heed” o these appeal and has remamed a mute spectator to the travails of the
doxnestlc paper Jndostry E = S

Future Plans

‘aper mdustry in Indxa 'Ifhe exportable quahty produced
. and Dlsperswn technology of recycling paper. The

: amed its sl'rategy for the next centlu'y to further

technology will ‘enable productmn
project is estimated ‘to cost Rs.10 cf¢
Rs.10 each at a premium of Rs/18
ralsmg a cheaper cost debt from

SubSIdlary Company R 5

The subsidiary of your company; SPB COMER INDIA LTD for its ﬁnanmal year 1997 98 con’nnued its manufactunng :

. operations of paper-mill machmery items. It also commenced trading in imported spéciality paper. It has achieved a
turnover of Rs.104.22 lacs for the year 1997-98 as. rompared to-Rs.59.47 lacs for the period ended 31st March, 1997.
Although it made an operating surplus, due to the slump-in the paper industry and rising expenses, it has reported
anetloss of Rs. 4. 13 lacs. During the cuirrent year, some of the machmenes developed by the Company have received
good response, resultlng in export orders too , S .

4 Oxygen Bleachx_ng Recychng Technology T}us ‘
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