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SCHEME OF ARRANGEMENT
BETWEEN
MODERN INSULATORS LIMITED (DEMERGED COMPANY)
AND
MODERN POLYTEX LIIVI'ITED [RESULTII\.TlG COMPANY;

AND

;I‘HEIR RESPECTIVE SHAREHOLDER_S AND CREDITORS
(UNDER SECTION 391 TO 394 OF COMPANIES ACT, 1956)

~
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PART I - GENERAL ' /38

Modern Insulators Limited (“MIL*) is a company registered under the

provisions of the Companies Act, 1956, having its registered office at
A-4, Vijay Path, Tilak Nagar, Jaipur-302004 (Rajasthan), is engaged
in the business of manufacture and sale of specialty insulators and
has its production facility at Abu Road - 307026, District Sirohi
(Rajasthan) India.

MIL set up a scparate “yarn division” under the name of Gujarat
Polyfils {*GPF") at Village Nana Borsara, District Surat, in the State of
Gujaraﬁ in the year 2007 for the manufacture of polyester yarn with
capacity of 25000 tons per annum with an investment of Rs. 85
creres. The project was impiemented in two phases. The Commercial
production of the first phase having capacity of 12500 tons per

annum  was commenced in September, 2008 and commercial
production of second phase of the project with capacity of 12500 tons

per annum has been commenced in March, 2010.

With a view to irnplemenf: and develop the business plan of the
poiyvester yarn under GPF as a fecussed entity and take up the

further opportunities in the polyester yarn business, it is now

‘proposed to de-merge the GPF division into a separate corporate

entity.

The present Scheme of Arr'angement: (hereinafter referred to as

: ; T TT—
“Scheme”} would involve transfer on g-going concern basis of the GPF -

{"Demerged Undertaking” as defined later in the Scheme} into Modern
ﬁ’olytex Limited (*MPL"), with MIL focusing on the Remaining Busiﬁess
(as defined later in the Scheme) and in consideration thereof, issue of
equity shares by MPL to the Sharcholders of MIL on a p;dporrionate

basis, pursuant to section 394 and other relevant provisions of the

“Companies Act, 1956 and in compliance with the norms laid down

under section 2(19AA) of the Income Tax Act, 1961. This
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restructuring is intended to provide greater business focus both in

MIiL and MPL.

The Board of Directors of both, the Demerged Company and the
Resulting Company are of the opinion that the demerger would result
in benefit to the sharcholders, creditors, employees of both the
companies and the general public. To achieve the said objective an
arrangement has been arrived by the Board of Directors of MIL- and
MPL and it has been decided o make the requisite application before
the Hon'ble High Court of Rajasthan at Jaipur under section 391 and
394 of the Companies Act, 1956 for the sanction of the following

Scheme of Arrangement.
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DEFINITIONS

in this scheme, unless repugnant to the meaning or context thereof,

the following expressions shall have the following meaning:-

“Act” means the Companies Act, 1956 or any statutory modification

or re-enactment thereof lor the time being in force.

* Appointed Date’ shall mean 1st April, 2011 or such other date(s) as
the Hon'ble High Court may direct or approve, of by such authority

having jurisdiction under law.

“De-merged Company” or “MIL” means Modern Insulators Limited, a -
Company incorporated under the Act and having its registered office
at A-4, Vijay Path, Tilak Nagar, Jaipur-302004 (Rajasthan).

“De-merged Undertaking” means the undertaking of the Demerged
Company comprising the business aclivilies of the Yarn Division and
shall include all the business, undertakings, properties and liabilities
(except Liabilitics as mentioned in sub para (v) hereunder) of
whatiseever nature and kind and wheresoever situate as on appointed
date of the De-merged Company appertaining to or relatable to its
Yarn Division: at Surat {GPF), on a going concern basis, together with

all their assets and liabilities and shall mean and include (without

Hrﬁtation):

(i) all assets and propertiés api)ertainhlg to or relatabie to .yarn division

af Surat, whether movable or immovable, leasehold or freehold, real

of personal, in possession or reversion, corporeal or incorporeal; - :

tangible or intangible, including all the plant and machineries,

buildings, sheds, offices, capital worlk-in-progress, rqlling_ stock,

current assets (including inventories; sundry debtors, bills of

exchange, loans and advances), vehicles, D.G. sets, godowns, stocks .
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and stores, warehouses, furniture, fixtures, office equipment,
appliances, gadgets, accessories, power lines, water pipelines, depots,
power plants along with rights, share of any joint assets, and other

lacilities;

,__
—-
=

all permits, quotas, rights, entitlements, industrial and other licgnses,
e -

bids, tenders, letters of intent, expressions of interest, development
rights {whether vested or potential and whether ﬁnder agreements or
otherwise), local government (panchayat) permissions, approvals,
. consents, subsidies, tenancies in relation to the office and/or
residential properties for the employees, benefit of any deposits,
privileges, all other rights including sales tax deferrals and
exemptions {if any) and other benefits, lease rights and prospecting
licenses (includihg the benefit of any applications made therefore} and
the surface righls in relation thereto, receivables, and Mabilities
related thereto, licenses, powers and facilities of every kind, nature
and description whatsoever, rights to use and avail of telephones,
telexes, facsimile connections and installations, utilities, electricity
and other services, proviéions ‘and benefits of all agreements,
contracts and arrangements and all other interests in connection with

or appertaining to or relatable to the Yarn Division at Surat;

{iiljall earnest moneys and/or security deposits paid by the Demerged

'Cb_rh—ﬁﬁ—in connection with or relating to the Yarn Division at Surat;

fivjall records, files, papers, engineering and process inforniation,

computer programmes, software ‘licenscs; drawingé, I;xanual;, aE{a,
catalogues, quotations, sales and advertising materials, lists of
present and former customers and suppliers, customer credit
information, customer pricing information, and other records whether
- in physical or electronic form in connection with or pertéining’ to the

Yarn Division at Surat;
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(v) all present and future liabilities (including contingent liabilities but

excluding any Habilities towards Income Tax if any which may arise in

future relating to the period prior to appointed date ) appertaining to
or relatable to the Yarn Division at Surat as on appointéd date and
shall further include any obligations under any licenses or permits
and the obligations under the Advance License Scheme and Export
Prornotion Capital Goods Scheme, appertaining or relatabie to the

Yarn Divisionn at Surat.

{vi] All contracts, licences, trademark rights, tradenames, permissions,

approvals, registrations, permits, patents, copyrights, entitlements,
quotas, relief, grants, subsidies, benefit of or under agreements and
contracts existing or which may entered into after the Appointed Date
but before the Effective Date and / or all other rights, power,
privileges and facilities of every kind of description, held, dpplied for
or which may be obtained hereafter by the GPF or may hercafter to
which the GPF is entitled to; .

“Effeclive Date” means the last of the dates on which all the
conditions and malters referred to in Clause 15 hereof have been
fulfilled. Referénces in this Scheme fo the date of “coming into effect
of this Scheme” or “effectiveness of this Scheme” shall mean the

Effective Date.

“Resulting Company’ means “MPL” Modern Polytex Limited, a

Comparny incorporated under the Act and having its Registered Office '

at A-4, Viiaypath, Tilal Nagar, Jaipur — 302 004.

(G} “Residual Undertgking” means the undertaking of De-merged

‘Company rémajning after de-mefger of Yarn Division1 at Surat inlo

Resulting Company,

=
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(H} “Remaining Business” means all the businesses, divisions, assets
and liabilities of the De-merged Company other than the De-merged

Undertaking.

{I} “Record Date” means the date to be fixed by the Board of Directors or
Committee thereof of the Demerged Company for the purpose of
determining the members of the Demerged Company to whom the

shares will be allotted pursuant to this Scheme.

{(J)"Scheme” means this Scheme of Arrangement in its present form or
with any modification{s) made under Clause 14 of this Scheme or with
any modification{s), if any, approved or imposed or directed by the

Hon’ble High Court of Rajasthan.
{K} “Yarn Division at Surat” or “GPF” means the division of MIL at Surat

for setting up manufacturing facilities for polyester yarn.

DATE OF COMING INTQ EFFECT:
The Scheme shall come into legal operation from the Appointed Date,

though it shall be effective [rom the Effective Date.
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3 (A) SHARE CAPITAL OF DEMERGED COMPANY

The Share Capital of De-merged Company as o1l 31/01/2011 is as follows:-

Authorised:

' Rs. 3000 lacs Divided into 2,50,00,000 equity shares of Rs.10/- each

And 5,00,000 Preference shares of Rs 100/~ each

Issued . subscribed and paid up:’

Rs.2174.35 lacs Divided into 2,17,43,500 equity shares of Rs.10/- each.

L

3 (B ) SHARE CAPITAL OF SUBSIDIARY COMPANIES OF DEMERGED
COWPANY.

The Demerged Company has two subsidiary Companies :

1) Motile Power Trade Private Limited.

Motile Power Trade Private Limited was incorporated in the State
of Maharashtra on 20/03/2009 vide Certificate of Incorporation
bearing CIN No. Ua1 109MH2009PTC191078 issued by the Registrar
of Companies, Mumbai, Maharashtra. The Registered office of this

Company is situated at 1st floor, Proto Prima Chamber, st Suren

Road Off Andheri Kurla Road Chakala , Andheri (East] Mumbai-

400093 .The Demerged Company holds 86 % shares in the Paid
Up Share capital of Motile Power Trade Private Limited. The

details of Share Capital is as under:

Authorised:

Divided into 50,000 equity shares of Rs.10/- each

Issucd , subséribed and paid up:

Rs. 5 ldcs - Divided into 50000 equity shares of Rs.10/- each.
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ii) Gujarat Polyfils {India) Limited.

Gujarat Polyfils (India) Limited was incorporated in the State of
Rajasthan on 21/04/2009 vide Certificate of Incorporation
bearing CIN No. U17214R12009PLC028721 issued by the Registrar of
Companies, Jaipur, Rajasthan.The Registered office of this Company
is situated at A-4, Tilak Nagar , Jaipur, Rajasthan - 302004 .The
Demerged Compa.ny helds 98.80 % shares in the Paid Up Share
capital of Gujarat Polyfils (India) Limited. The details of Share
Capital of Gujarat Polyfils (Irdia) Limited is as under:

Authorised:

Rs.5 lacs Divided into 50,000 equity shares of Rs.10/- each

Issued , subscribed and paid up:

Rs. 5 lacs Divided into 50000 equity shares of Rs.10/- each.

3 {C) SHARE CAPITAL OF RESULTING COMPANY

The share capital of Resulting Company as on 31/01/2011 is as follows:-

Authorised Capital;

Rs.5 lacs Divided into 50,000 equity sharées of Rs.10/- each

:

Issued , subscribed and paid up: -

Rs.5lacs Divided into 50,000 equity shares of Rs.10/- each. .
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PART II

4.

4.1,

DEMERGED UNDERTAKING

This Scheme has been drawn. to comply with the conditions relating
to “Demerger” as specified under section 2 (19AA) of the Income Tax
Act, 1961. If any terms or provisions of the Scheme are found or
interpreted to be inconsistent with the said provisions at a later date
including resulting from an amendment of law or for any other reason
whatsoever, the provisions of the Income Tax Act, 1961 shall prevail
and the Scheme shall stand modified to the extend determined
necessary to comply with section 2 (19A4) of the Income Tax Act
1961. Such modification will however not affect other parts of the

Scheme.

Upon coming into effect of this Scheme and with effcct'from the
Appointed Date, the De-merged Undertaking (including all the estate,
assels, properties, iiabilities, obligations, rights, claims, title, interest
and aulhorities including acéretions and appurtenances of the De-
merged Undertaking shall, subject to the provisions of this Clause in
relation to the mode of vesting and pursuant to Section 394 (2) of the
Act and without any further act or deed, be transferred to and vested
in or be deemed to have been transferred to and vested in the
Resuiting Company as a going concern: so as to become as and from
the Appointed = Date, the estate, "assets, properties, liabilities,
obligations, rights, claims, title, interest and authorities of thé
Resulting Company subject to .Part I of this Scheme in relation to

charges_theréon in favour of banks and/or finarcial institutions.

in respect of such of the assets of the De=merged Undertaking as aze
movable in nature or are otherwise capable of transfer by delivcd of
possession, payment or by endorsement and delivery, the same shall -
pursuant to- the provisions of Section 394 of the Act stand transferred

without requiring any Iﬁrthr;r deed or instrument of conveyance for
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transfer of the same, and shall become the property of the “Resulting
Company” as an integral part of the business/undertakings hereby -

transferred,

'n respect of such of the assets of the De-merged Undertaking other
than those referred to in sub-clause 4.3 above, the same shall, as
more particularly provided in sub-clause 4.2 above, without any
further act, instrument or deed, be transferred‘ to and vested in
and/or be deemed to be transferred to and vested in the “Resulting
Company” on the Appointed Date pursuant to the provisions of

Sectiori 394 of the Act or other provisions of law as applicable. -

All assels acquired by the De-merged Company after the Appointed
Date but prior to the Effective Date for operation of the De-merged
Undertaking shall aiso, without any further act, instrument or deed
stand transferred to and vested in or be deemed to have been
transferred to or vested in the “Resulting Company” upon the coming

into effect of this Scheme.

For the avoidance of doubt and withoﬁt prejudice to the generality of
the foregoing, it is clarificd that upen coming into effeét of this
Scheme, all the rights, title, interest and claims of the De-merged
Company in any leasehold properties, including the present and
prospecting licences/ registrations fincluding in each case any
applications.made theréfore) of the De-merged Company in relation to
the De-merged Undert:—i-king'sha.ll, pursuant to Section 394 (2) of the
Act, without any further act or deed, be transferred to and vested in
or be deemed to have been transferred to and vested in the “Resulting

Company”.

All statutory licences, permissions, 'a?provals or consents to carry on
the operations of the Dc-merged Unde‘rtéking shall stand vested in or

transferred to the Resulting Company without any further act ot deed

hY

i3
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and shall be appropriately mutated by the Statutory Authorities
concerned in favour of the Resulting Company upon the vesting and
transfer of the De-merged Undertaking pursuant to this Scheme. The
benefit of all statutory and regulatory permissions, factory licences,
environmental approvals and consents shall vest in and become
available to the Resulting Company pursuant to this Scheme. In so
far as various incentives, sales tax deferral benefits, subsidies
(including applications for subsidies) rehabilitatioﬁ schemes, grants,
special status and other benelits or privileges enjoyéd, granted by any
government body, local authority or by any other person, or availed of
by the Demerged Company are concerned, the same shall, without
any further act or deed, in so far as they relate tb the Demerged
Undertaking, vest with and be available‘to the Resulting Company on

the same terms and conditions,

It is clarified that, upon the coming into effect of this Scheme, the
debts, iiabilities, duties, and obligations of the L De-merged
Underlaking (as on lhe Appoinied Date) and being a part of the De-
merged Undertaking shall, without any further act or deed, be and
stand transferred to and be deemed to be transferred to the Resulting
Company to the extent that they are outstanding as on the Effective
Date, and shail become the debts, liabilities, duties and obligations of
the Resulting Company which shall meét, discharge and satisty the

sarnec:

Where any of the debts, liabilities, duties and obligations of the De--
merged Company as on the Appointed Date deemed to be transferred

l¢ the Resulting Company have been Vdischar'ged by the De-merged

' Company after the Appointed Date and prior to the Effective Date,

such discharge shall be' deemed to have been for and on account of
the Resulting Company and all loans raised and used ‘and all -
liabilities and obligations incurred by thc.De-nierged Company for the
operati'ons-.':of the De-merged Undertaking after the ‘Appointed Date

-~ "'-u.\
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and prior to the Effcctive Date, subject to the terms of this Scheme,

shall be deemed to have been raised, used or incurred for and on
behalf of the Resulting Company and to the extent they are
outstanding on the Effective Date, shall also without any further act
or deed be and stand transferred to and be deemed to be transferred
to the Resulting Company and shall become the debts, liabilities,
duties and obligations of the Resulting Company which shall meet,

discharge and satisfy the same.

Il is clarified that, upon the coming into effect of the Scheme, a
statement of account as on the Appointed Date shall be drawn up in
respect of the assets and liabilities of the De-merged Undertaking to

be transferred to the Resulting Company as per the Scheme.

CONTRACTS AND DEEDS

Upon the coming into effect of this Scheme and subject to the

provisions of this Scheme, all contracts, deeds, bonds, agreements,
schemes, arrangements and other instruments of whatsoever nature
in relation to the De-merged Undertaking to which the De-merged
Company is a party or to the benefit of which the De-merged
Company may be eligible, and which are subsisting or having effect
immediately before the Effective Date, shall continue in full force and
elfect on or against or in favour, as the case may be, of the Resulting
Company and may be enforced as fully and effectually as if, instead of
the De-merged Company, thé Resulting Company had been a party or
béneficiary or oblige thereto. - '

Without prejudice to. the other provisions of this Scheme and
notwithstanding the fact that vesting of the De-merged Undertaking
occurs by virtue of this Scherne itself, the Resulting Company may, at
any time after the coming into effect of this Scheme in accordance -
with the provisions hereof, if 'so-required‘ under any law or otherwise,.

execute deeds (including deeds of adherence), confirmations or other

-




/

Jon

14 .
writings or tripartite arrangements with any party to any contract or

arrangement to which the De-merged Company is a party or any
writings as may be necessary to be executed in order to give formal
effect. o the above provisions, the De-merged Company will, if
necessary, also be a party to the above. The Resulting Company shall,
under the provisions of this Scheme, be deemed to be authorised to
execute any such writings on behalf of the De-merged Company and

to carry out or perform all such formalities or compliances referred to

~ above on the part of the De-merged Company to be carried out or

6. {a)

performed.

LDGAL PROCDDDINGS

Upon the coming into effect of this Scheme, all legal, Laxatmn or other

proceedings, whether civil or criminal, (ncluding before any statutory
or quasi-judicial authority or tribunal) by or against the De-merged
Company under any statute, whether g-}ending on the Appointed Date
or which may .be inslituted at any time thereafter and relating to the
De-merged Undertaking shall be continued and enforced by or against
the De-merged Company after the Effective Date. The Resulting
Company shall in no event be responsible or liable in relation to any

such legal or other proceedings against the De-merged Company.

- All legal, taxation or other proceedings whether civil or criminal

. {including before any statutory or quasi-judicial authority or tribunal)

by or against the De-merged C_om'pany under any statute, whether-
peﬁd'mg on the Appointed Date or which may be institutcd at any
time thereafter, and relating to the Remaining Business {including
those relating to any property, right, power, liabili{“y, obligatidn or
duties of the De;merged Company in respect of the Remaining

Business) shall be continued and enforced by or against the De-

-merged Company after the Effective Date, whlch shall ‘keep the °

Resulting Company fully mdemmﬁed in that behalf. The Resulting
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Company shall in no event be responsible or lable in relation to any

such legal or other proceeding against the De-merged Company.

If proceedings are taken against the Resulting Company in respect of
the matters referred to in sub-clause 6(a and b) above, it shall defend
the same in accordance with the advice of the De—mefged Company
and at the cost of the De-merged Company, and the latter shall
reimburse and indemnify the Resulting Company against all liabilities

and obligations incurred by the Resulting Company in respect thereof.

BUSINESS AND PROPERTY IN TRUST _FOR RESULTING
COMPANY/CONDUCT OF BUSINESS '
The De-merged Company, with effect from the Appointed Date and up

to and including the Effective Date:

(=) shall be deemed to have been carrying on and to be carrying on
all business - and activities relating to the De-merged
Undertaking and stand possessed of all the estates,r assets,
properties, liabilities, obligations, rights, title, interest,
authorities, contracts, investments and strategic decisicnlé of
the De-merged Undertaking for and on account of, and in trust
l'c)r,. the Resulting Company;

() ail profits accruing to the. Dermerged Company, or losses
arising or.incurred by it {including the effect of taxes if any
thereon), relating to the D_'e—merged Undertaking for the period .
after the Appointed’ Date based on 'the audited. accounts of the
De-merged Compéﬁny.rshall for all purposes, be treated as the
profits or losses, as the case may be, of the Resulting Company;.

and

7.2 (a)The Resulting Company undertakes to engage, on and from the -
Efféctive Date , all employees of the De-merged Company engaged

‘in the De-mierged Undertaking and who are in.the émploytent of

e e,
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the De-merged Company as on the Effective Date with the benefit

of continuity of service, on the same terms and conditions on
which they are engaged by the De-merged Company being not
unfavourable to the terms and conditions applicable to the
Employees of the De-merged Undertaking, without any
interruption of service as a result of the transfer. ‘The Resulting
Company agrees that fof the purpose of payment of any
compensation, gratuity and other terminal benefits, the past
services of such employees with the De-merged Company shall
also be taken into account, and agrees and undertakes to pay the

same as and when payable.

{b} In so far as the existing gratuity fund and pension and/or super-
annuation fund and/or retirement fund or benefits created/
accrued with the De-merged Corapany for its employees (including
employees of the De-merged Undertaking) are concerned, - the part
of the funds referable to the employees of the De-merged
Company who are being transferred te the Resulting Company in
terms of sub clause (a) above shall be held for their benefit
pursuant to this Scheme i-n the manner provided hereinafter. In
the event that the Resulting Company has its own funds in respect
of any of the funds referred to above, such funds/ investments/
provision shali, subject to the mnecessary é;pprovsls and
permissions, be transferred to the relevant funds of the Resuitirig

~Campany. In the event that the Resulting Company does not have
its own fund in respect of any‘ of the aforesaid matters, the
Resulting Company may, subject to necessary approvalé and
permissions, continue to contribute in respect of the employecs
_engaged in the De-merged Undertaking to the relevant funds of the
De-merged Company, until such time that the Resulting Company
creates its own. fund, at which time the funds / investinents and

contributions pertaining to the 'en{ployces of the De-merged
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Undertaking shall be transferred to the funds created by the

Resulting Company.

{c) Insofar as the exisﬁng provident fund contribution by the De-
merged Company for its Aemployees (including the employees of the
De-merged Und_ertakihg) is concerned, the balance outstanding to
the credit with respect to the employees of the D_eamergcd Company
who are being transferred to the Resulting Company _in terms of
sub-clause (a) above shall be transferred to the new account with

. employer’s name as Resulting Company. The provident authorities
will transfer the entire portion of past contribution deposited by the
De-merged Company in the account of Resulting Company for the
employees referable to the employees of the De-merged Undertaking.
Upon the coming into effect of this Scheme, the new \accouﬁt
number in the name of Resulting Company shall be created for the

benefit of the employees who are being transferred to the Resulting

Company.

7.3  The Demerged Company undertakes that it will from the date of the
Scheme by the Board of Directors of the Demerged Company and the
Resulung Company, or the Appointed Date, whichever is earhez and
upto and including the Effective Date preserve and carry on the
Demerged Undertaking with diligence and prudence and agrees that it
will not, in any material respect, without the prior written consent of
the Resulting Company, alicnate, charge or otherwise deal with or
dispose of the Demerged‘Uﬁdertaking or any part thereof except in
the ordinary course of ‘business or undertakes substantial expansion
of the Demerged Undertaking, other than expansion‘which have

already commenced.

8. SAVING OF CONCLUDED TRANSACTION 8

The transfer and vesting of the assets, hablhues and obligations of the De-

merged Undertaking under Clause 4 hereqf and the continuance of the
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proceedings ‘b}r or against the Resulting Company under Clause6 hereof

shall not affect any transaction or proceediﬁgs already completed by the De-

merged . Company on or belore the Appointed Date to the end and intent

that, subject to Clause 5, the Resulting Company accepts all acts, deeds

and things done and executed by and/or on behalf of the De-merged

. Company as acts, deeds and things done and executed by and on behalf of

the Resulting Company.

PART - HII

9. REMAINING BUSINESS

9.1

The Reimaining Business and all the assets, liabilities and obligations
pertaining thereto shall continue to belong to and be vested in and be
managed by‘ the De-merged Company subject to Part IV of this
Scheme in relation to charges thereon in favour of banks, and

financial institutions.

With effect from the Appointed Date and upto and including the
Effective Date:

(3}  The De-merged Company shall carry on and shall be deemed to
have been carrying on all business and activities relating to the

Remaining Business for and on its own behalf;

(b} All profits accruing to the De-merged Company thereon or
losses arising or incurred by it '(including the effect of taxes, if any,
thereon) relating to the Remaining Business shall, for all purposes, be
treated as the profits or losses, as the case may be, of the De-merged

Company.

The Remaining Business and all the assets, liabilities and obligations -

pertaining thereto, shall continue to Belbng to and remain vested in

and be managed by the De-merged Cmripany.
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PART 1V LIABILITIES

10. LOANS AND RELATED SECURITY

(a) in so [ar as loans and borrowings and general or multipurpose
borrowings of the De-merged Company are concerned, upon comﬁg into
effect of this Scheme, the same shall continue as loans and borrowings of
the De-merged Company'a.nd shalil not have any security on the assets of
Resulting Company save and except the Charge created on the Fixed
Assets of Yarn/ Division at Surat in favour of IFCI Limited by way of
exclusive first charge and further charge created on fixed assets of Yarn
division in favour of Pirth Mercantiles Pvt. Ltd. by way of second charge
and in favour of Summurai Commercials Pvt. Ltd. by way of .second
charge for the loans obtained by the Demerged Company. It is however
expressely made clear that Loans obtained from IFCI Limited and from
Pirth Mercantiles Pvt Ltd. and from Summurai Commercials Pvt. Ltd.
remaining ouitstanding together with interest and other charge's as on the
déte of the Effective date of the Scheme shall continue to be discharged

by the Demerged Company..

(b) Without any.prejudice to the provisions of the foregoing clauses and
upoﬁ the Scheme becoming efféctix.ze, the De-merged Company and the
Resulting Company shall execute any instruments or documents or do
all the acts and deeds as may be required, including the filing of
necessary particulars and/or modification(s) of charge, with the Registrar
of Companies, Rajasthan respectively to give formal effect to the above

provisions, if required.
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(¢} Subject to the necessary consents being obtained, if required, in
accordance with the terms of this Scheme, the provisions of this clause
shall operate, notwithslanding anything to the contrary contained in any
instrument, deed or writing or the terms of sanction or issue or any
security document; all of which instruments, deeds or writings shall

stand modified and/or superseded by the foregoing provisions.
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PART V

11. PROVISIONS RELATING TO PROPOSED.AMALGAMATION OF

MODERN TERRY TOWELS LTD (MTTL) WITH MIL AS PER
REHABILITATION SCHEME PENDING CONSIDERATION OF
HON’BLE BIFR.’ '

{a) Modern Terry Towels Limited (MTTL} has proposed a draft

(b)

Rehabilitation Scheme for its Amalgamation with MIL which is
under consideration of Hon'ble BIFR in case no 209/2001. The
shareholders of MIL have already approved the Scheme of
Amalgamation by way of Special Resolution in their meeting held on
31st March, 2010 pursuant to provisions of Section 18 and other
applicable provisions if any of SICA as also of the Companies Act,-
1956 and sub-clause 24 of clause [II-B of the Object Clau'se of the
Memorandum of AAssocia.tion of the Company and subject to the
sanction of the BIFR under the provigions of SICA or any other
aﬁthority or authorities under any law for the time being in force,
The said Draft Rehabilitation Scheme further provides that upon
Amalgamation of MTTL with MIL in terms of the said Scheme, the
Shareholders of MTTL shall be allotted 2(two] fully paid up Equity
Shares of Rs.10 each of MIL for Every 3(Three) Equify Shares of
Rs.10 each fully paid up held in MTTL subsequent to write -down
and fresh allotment as per clause (b),( ¢ ) and {d} of Clause 8.3.7
under the heading Restructuring of Equity Share Capital of MTTL

which read as under -

The issued, subscribed and paid-up equity capital of the company
comprising 5,46,26,500 equity shases of Rs.10 each fully paid-up
(including the converted preference shares as prescribed above)
shall stand at 5,46,26,500 cquity. shares of Rs.2 each and
thereafter every 5 eéluity shares of Rs.2 each will be consolidated -
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to one equity share of Rs.10 each fully paid-up. Ccnsequently the

revised paid-up equity capital of the company shall cemprise
109,25,30C equity shares of Rs.10 each fully paid-up, aggregating
Rs.1092.53 lacs. '

{c) in case of fractional shareholding subsequent to write down,
such fractional shareholding shall be held in a Trust on behalf of the
“{ractional shareholders. Thereafter the company shall appoint a Sebi
approved Merchant Banker for valuing the shares of the company
held in the 'said Trust, and the fractional shareholders shall be given
a choice to sell their fractional shareholding to promoters at a pricé

arrived at by the Merchant Bankers,

d) MTTL had raised advance equity subsecription of Rs.1625 lacs for
funding the payment of settlement dues of the secured creditors like
ICICI, 1OB, AFIC and Actis, who have been paid fully.  MTTL shall
allot 162.50 lac equity sharés of Rs.10 each, fully paid-up, against the
aforesaid advance equity subscription of Rs.1625 lacs brought in
aiready. The said equity shares shall be allotted subsequent to write-

down of the existing equity capital as per clause {b) above.

ISSUE OF EQUITY SHARES BY RESULTING COMPANY
Upon the vesting of the assets and Hlabilities of De-merged Undertaking

to Resulting Company p_ui'suant to this Scheme and upon coming into
effect of this Scheme, Resulting Company shall without any further act
or deed issue and allot to every member of MIL holding equity shares in
MIL on a daté to be fixed by the Board of Directors of MIL (hefchlafter _
referred to as “Record Date®) One Equity Share iﬁ Rcéulthag-(]ompany of
Rs.10 (Rupees Ten) each credited as fully paid-up for every Two cquity
sharés of Rs.10 each fully paid-up held by such member in MIL. The
said equity shares to bé issued and allotted to the members of MIL shall -
rank for dividends, voting rights and in all other re'spécts, pari passu

with the existing eqility shares of MPL.
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The new eqguity shares to be issued and allotted in terms hereof will be
subject to the Memorandum and Articles of Association of the Resulting
Company.

Equity Shares to be issued by the Resulting Company in respect of the
Shares of the Demerged Co?npany where calls are in arrears shall be kept in
abeyance by the Resulting Company , pending full payment by the member
to the Demerged Company .

In respect of Forfeited Shares of the Demerged company ,no shares shall
be issued by the Resulting Company

In case of’any member shareholding in the Demerged Company is such
that such member becomes entitled to a fraction of 1 share of the Demerged
Company, the .Demerged Company shall not issue fractional share
Certificate(s) to such members but shall consolidate the fraction and issue
the Consolidated Shares to a trustee nominated by the Board of Directors of
the Dremerged company who shall sell the shares and distribute the net sell
proce'eds to such members in proportion. to their respective fractional

entitlements .

PART-VI
GENERAL TERMS ANP CONDITIONS

13, Upcm this Scheme coming into effect, the authorised share capital of the
Resuitmg Company shall, w1thout any further act or deed be
automatically increased from Rs.5 lacs (Rupees Five Lacs Only) divided

“into 50,000 Equity Shares of Rs. 10 each to Rs.10.92. crores (Rupecs
Ten Crores Ninty Two Lacs Only) divided into 1,09,21,750 equity‘shares
of Rs. 10 each. Consequently, Clause V of the Memorandum of
Association of the Resultmg Company (relatmg to the authorised share
capital} shall, without any further act, instrument of deed, be and stand
altered, modified and amended-pursuant,to sections 16, 94 and 394 and
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other applicable provisions of the Act, as the case may be, in the

manner set out below and be replaced by the following clause:

“The Authorised Share Capital of the Resulting Company(The
Company) is Rs.10.92 crores {Rupees Ten crores & Ninty Two Lacs
only} divided into 10921750 equity shares of Rs.10/- {Rupees Ten
only) each, with powers to increase and reduce the share capital of
the Commpany or to divide the sharés in the capital for the time being
into scveral classes and to attach thereto respectively such
preferential, deferred, qualified or special rights, privilégcs or
conditions, as may be deterniined, and to vary, modify, or abrogate
any such rights, privileges or conditions in such manner as may for
the time being provided by.the regulation of the Company and the

legislative provisions for the time being in force.”

14, ACCOUNTING TREATMENT

14.1 The Resulting Company shall account for the De~merged Undertaking

14.2

14.3

as per the Accounting Standard 14 as stated in the Companies

{Accounting Standards) Rules, 2006 and any amendments thereto.

As on the .élppointed date, and subject to any corrections and
adjustments as may, in the opinion of the Board of Directors of the
De-merged Company, the asseis and liabilities of the De-merged
Undertaking, other than inter-unit bal-ahce amounting to Rs.85 crores
shall be transferred to Resulfing Company at values appearing in the
books of account of Demefged Undertaking, more particularly'giw:n in

Schedule-1 hereto, in the same form as they appear in the financial

statements of the De-merged Undertaking.

Further, in case of any. difference in accounting poliéy between the
De-merged Company and the Resulting Company, the impact of the
same till the demerger will be quantified and adjusted in the Profit
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and Loss account and/or Revenue Reserve(s) of the Resulting
Company, at the discretion of the Resulting Company to ensure that

the financial statements of the Resulting Company reflects the

financial position on the basis of consistency in the accounting policy.

Upon the scheme becoming effective, an amount equal to debit
balance of Rs.85 crores under inter-unit balance in the books of De-
merged Company as on appointed date, shall be adjusted by the De-
merged Company, against the Reserves & Surplus Account in the

books of De-merged Company

Upon the scheme becoming effective, the excess of book value of
assets of De-merged Undertaking over the book value of its liabilities
and paid-up value of equity share capital issued and allotted by
Resulting Company to the shareholders of De-merged Company, will
be credited to Reserves and Surplus Account of the Resulti.ng

Company.

15, APPLICATIONS TQ HIGH COURT OR OTHER AUTHORITY

The De-merged Company and the Resulting Company shall with all
reasonable dispatch malke applications/petitions to the Hon’ble High
Court of judicature at Rajasthan at Jaipur where the registered offices

of the Demerged Company and the Resulting Company are situated

. under Sections 391 and 394 of the Act, for sanctioning the scheme,

16. MODIFICATION OR CLARIFICATION

161

The De-merged Company (by its Board of Directors) and the Resulting
Company ([by its Board of Dlrectors} either by themselves or through
a committee appointed by them in this behall, may, in theu' full and
absolute discretion, assent to any alteration or modification to this
Scheme which the Court and/or any other Authority may deem fit to
approve or impose. In the event any of the conditions that may be

imposed by the Court and/or Authority which the De-merged
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Company and the Resulting Company may find unacceptable for any

reason, then they are at liberty to withdraw from the Scheme.

16.2 The De-merged Company (by its Board of Directors) and the Resulting
Company {by its Board of Directors}, either by themselves or through
a committee appointed by them in this behalf, may give such
directions as they may consider necessary to settle any question or
difficulty arising under the Scheme or in regard to and of the meaning
or interpretation of the Scheme or implementation thereof o in any
matter whatsoever connected therewith or to review the position
relating to the satisfaction of various conditions to the scheme and if

necessary, to waive any of those (to the extent permissible under law).

16.3 Upto the Effective Date, an.y issue as to whether any asset or liability
pertains to the De-merged Undertaking or not shall be decided by the
Board of Directors of the De-merged Company and the Resulting
Company, either by themselves or through a committee appoiﬁted by
them in this behalf, on the basis of evidence that may deem relevant
for the purpose (including the books and records of the De-merged

Company}.

17. CONDITIONALITY OF SCHEME

This Scheme is conditional and subject to:-

{i) the Scheme being agreed to by the respective requisite
majorities of the various classes of members and creditors (where
applicable) of the De—merged Compény and the Resulting Company as
. required under the Act and the requisite orders of the High Court of
Rajasthan at Jaipur being obtained. '

(i1) such other sanctlons permissions and approvals as may be

required by law in respcct of the Scheme being obtained.
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(iii) the certified copies of the Court orders referred to in this Scheme

18.

19,

20.

being filed with the Registrar of Companies, Rajasthan.

VALIDITY OF THE SCHEME

If any part of this Scheme is found te be unworkable for any reason

whatsoever, the same shall not affect the validity or imp’lemeritation of
the other parts and/or provisions.of this Scheme, subject to the
decision of the Board of Directors of the De-merged Compaty and the

Resulting Company.

COST CHARGES AND EXPENSES

All costs, charges, taxes including duties, levies and all other

expenses, if any, and if applicable, arising out of or incurred in
carrying out and implementing this Scheme and matters incidental
thereto applicable in relation to this Scheme shall be borne and paid

by the De-merged Company.

ARBITRATION AND DISPUTE RESOLUTION

If any dispute, difference or claim arises bctwceﬁ.the De-merged
Company and the Resulting Company hereto in connection with this
Scheme or the vaIidity,'interpretation, implementation or alleged
breach of this Scheme or anything done or omitted to be done
pursuant to this Scheme, the De-merged Company and the Resulting
‘Company shall attempt in the first instance to resolve the same
through negotiaﬁon- If the dispute is not resolved through negotiation

within [forty five] days after commencement of discussions or such

- longer. period as the two parties agree 1o in writing; then either party

may refer the dispute for resolution to & sole arbitrator Jjointly
appéinted by the De-merged Company and the Resulting Comﬁany. If
the De-mefged Company and the Reéuiting Company do not agrée on
the Person to be appointed as arbitrator within two weeks after one
party has claimed for an -arbitration in written form, then tilé‘parties
shall refer the dispute to three arbitrators, one to be appointed by

3
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each party with power to the two arbitrators so appointed to appoint a
third arbitrator and such arbitration shall be in accordance with the
provisions of the Indian Arbitration and Conciliation Act, 1996, or any
statutory modification or re-enactment thereof for the time being in
force. All proceedings in such Arbitration shall be conducted in
English. The Arbitration shall take place in Mumbai, India and shall
be governed by the Laws of India.

21.- EFFECT OF NON-APPROVAL
In the event of this Scheme failing to take effect finally by 30/9/2013

or by such other later date as may be agreed upon by the respective

Board .of Directors of the Demerged Company and the Resulting
Company,. this Scheme shall become null and void and in that event
_ no rights and liabilities whatsoever shall accrue to or be incurred
inter se by the partics or their shareholders or creditors or employees
or by any other person in such case cach cox_npahy shall bear its own

cost or as may be mutually agreed,




SCHEDULE -1
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| OPENING FINANCIAL STATEMENT AS ON 1.4.2011 AS APPEARING 215

IN BOOKS OF ACCOUNTS OF DEMERGED UNDERTAKING

R

PARTICULARS Amount
(Rs. in lacs)
SOURCES OF FUNDS
SHAREHOLDERS' FUND
Share Capital -
Reserves & Surplus 1184.06
1184.06
LOAN FUNDS
Secured Loans -
_ Deferred Tax Liability -
i ' TOTAL 1184.06
APPLICATION OF FUNDS
FIXED ASSETS
T Cross Block 09416.58
- Less : Depreciaton 818.84
Net Block 8597.74
Capital work in Progress 405.29
9003.03
INVESTMENTS -
CURRENT ASSETS, LOANS AND ADVANCES
.~ Inventories 1039.79
Sundry Debtors 194.90
Cash and Bank Balances 172.27
. T.oans and Advances 427.16
' - 1834,12
"« LESS: CURRENT LIABILITIES AND PROVISIONS )
' Current Liabilities ' ' ' 1138.57
Provisions 14.52
: 1153.09
Net Current Assets 681.03
~ Inter Unit balance -8500.00
1184.06__

TOTAL

e




