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BEFORE THE BOARD TOR INDUSTRIAL AND FINANCIAL
RECONSTRUCTION

. CASE No. 45 OF 1993
£y ‘ -
Fu Ko - i LAt
PREBLIMINARY OBJECTION 1k URAPT SCHEME

AND APPLICATION FOR DIRECTIONS FILED BY
MADRA® TABOUR UNION

1. The Bosrd has circuleated a Draft Scheme alo:ng
with {ts Record of Proceedings dated 30-03-1894 for
the revival of Binny Limited. The Draft Sciemw 1ig
based on a Scheme submitted by the Management and
sppraised by the Industriel Develop..:t Bank of Indis,

the Operating Agency, pursuent to the proceedings of
the Board dated 15,10,1983,

2. After the Draft Scheme was ¢irculated, the
Management of Binny Limitgg_filod Specisl Leave
Petition ( Civil ) No.. 768 « 70 of 1994 in the
Suprems Court against the orders dated 24.3.1994 and
29+03-1094 of the Madrms Ligh Court praying that the
Poard should be permitied to finalise the Scheme and
implement 1t.

3. The Supreme Court, after heuring the (liNB8gaw
ment and the Madras Labour Union which was Respondent

No.l befors it, disposed of the Pstition on 13.085.94
with the following Order s

t+

" Heard Lesrned Counsel for the Petitioner
and responden. Nz, 1, The only modificea-

tion that 1z needad in the ordaer of the
Y
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High Court dated 29-03-1994 is that the
B.I.F.R, may finnlise the Scheme after
hearing the wWorkmen, ¥owover, the Scheme
30 finelisaed will not becoae oprrative

till the High Court either by final or

2} [,.,J e

interim order of the snid scheme. The
/

B.Y.F,R, will hear the objections of the

workmen and also furnigh the relevant

material to them that may be necegsary to

DT,

file their obJections. The B,I.F.R, will
act on this order.

The parties should z;proach the
High Court for expeditious disposal of
the writ petitions. Tne Special Lcave
Petitions #re disposed of.

The transfer petitions are alloved
to be withdarawn, ™

4. The Madras Labour Union, the petitioner
herein, is Indin's first Labour Union formed in the
year 181ld. The workaers of the Buckingham & Carnstic
Mills ( i:ereinafter referred to as 'B & C Mills' )
at Madras, which is the largest injustrisl crnit of
Binny Liczited, have had the unique and proud recold
of having had one t-nde union so far, whicua is the
Madrns Labour Unici, It has been recoinised so by
the Company m~nd all the negotimtiong and settlements
have been only with tha Mndrssg Labouy Union., That 1is
why even in the prooceedings initiated agsinst the
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Company suo motu by the B,I.F,R, on 26,06.1991,
the Madras Labour Union alone was h¢a.d by the
Board as representing the workers. The work force
in the B & C Mills is slso the largest bf all the
units of the Company.

S. Thus, the Madras Labour Union representing a
majority of the workers has s great stake snd interest
in the proper running of the industry snd the well-
being of the workers. In fact, being the only Union
for the workers of the B & C Mills, the Nanagement of
the Company has given the Madras Labour Union the
facility of Check-off system for collecting its member-
cship aubsoriptibn. Bven asg late as in February 1994,
the Management remitted an amount of Rs. 10,084/71 to
the Union under the Check-off towards workers' subs-
cription for January 1994 aftur deducting ccftain dues
of the Union to the Management, Thus at Rs., 2/~ per
hesd which 1is the month{y Mambbrship subscription of
the Union, it shows that atmost all the regular workers

nasg
of the B & C Mills out of the total strength of 5,314

are its members,

OBJECTION TO THE PRESENT PROCEEDINGS 3

6. The Madras Labour Union has a baaiz objection

to the Draft Scheme on the geuund the presant procsesedings
before the Board are, and at any rate, s fresh schau: Z.r
revival as proposed now is, not necessary, since there
already exists a scheme for revival and rehabilitstion

of Binny Limited, formnlated pursuant to a writ proces-

dings before the Madras High Court ( in W,P.No.5102/91)
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and a Government Order dated 12.3.189< issued by

the Covernment of Tamil Kadu., The Management of
Binny Limited and the I D B I were bota parties

to those proceedings and are bound by them. The
proposed scheme, apart from not peing in the interest
of the industry, is in utter violation of the under-
takings given by the Management and the I D B I to
the Madras High Court and the Government of Temil
Nadu based on which the already existing HRehabilie
tation Scheme wes framed and G.0, No. 28 dated

12, 3.1992 was issued by the Government.

7. It is but proper that the B I F R takes note

of and gives effect to the proceedings before the
Madrns High Court, which were not ordinary stntutory
proceedings, but one under tho extraordinafy Consti
tutional jurisdiction of the High Court under Article
226 of the Constitution, and are undocubtedly superior
Jurisdiction to the BIFR proceedings. In fact, the
BIFI 1tself said so in its proceedings dated 11.11.91
in the caso of this company snd deferred its procecdings,
since the High Court was seized of the matter. Further,
the G.,0.No. 28 dated 12,3.9z also cannot be ignored,
since that is s legal order, based on wvhich parties
have acted and a statutory settlemcnt under Section

12 (3) of the Industrial Disputes Act, 1947 has been
entered into between the Management and the¢ Madras
Labour Union on 21,3.1892, which is ti.¢ majority Uni.a

and the sole recognised Union until recently,

8. More significan.. , the I.D.B,I. itself



s 53

sanctioned a rehablilitetion scheme on that basis by
its letter of Intent dated 22.12.1992, Purther,
based on the G,0. dated 12.3,1992 and the statutory
settlement dated <£6.3.1992, an BExpert Tripartite
Committee wsonsisting of the South Indis Textile
Research Association ( hereinafter called SITRA ),
the Menagzement's representatiye and the Madras Labour
Union's representative undertook s detailed study on
revision of work-losd and work-norms and a unsnimous
Report has been given in 1993, In fact, the provisions
of the said settlement and the 1993 Report of the
SITRA Expert Committee form part of the proposed
scheme incorporated in the Draft scheme, in so far

ss the workers' obligations are concerned, but not
the Company's. The Management end .the IDBI ocannot

be mllowed to approbate and reprobate at the same time,

9. Thus when tLu Rehablilitation Scheme was in the
process of implementation snd the parties had soted
on that basis, the Mansyg~._ent has approached the
BIMR with an spplication under Section 15, ms if there
was no scheme for the rehabilitation of the Company.
They also deliberately chose not to make the Medras
Labour Union a Party to the present proceedings
initielly, though the Union was being heard by the
BIFR 4in the suo motu proceedings against the Company.
The purpose behind the Company's present application

under Section 15 4is thus clear.

10, It should also be noted that earl@or wvhen
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the BIFR initiated suoc motu proceedings on 26-6-91,
the Company avoided the Jjurisdiction of the Board,
though the industry had become sick even then. In
fact, the BIFR found that the IDBI and the other
financial institutions had also failed in their duty
to check sickness. They thus fsiled in their statu.
tory duty even to report sickness to the Board. Hence,
the presant application by the Compmny is not with
the bonafide object of rebahilitation, but only to
defeat the existing r:. .1llitation efforts and to
appropriate the assets of the company. The observa-
tions of the LIDBI 4itself in its Report submitted
not to the BIFM says ( para 2,1: of the Report )

" ,.eeee BIFR had condﬁcted a guo motn
enquiry on June 26th, 1891 to determine
whether the company could be declared sick
when it was observed by the Bench thst
the Comp.any had been revaluing its real
estate properties since 1982 and shoving
these as stock in trade. The book profit
as a result of re-valuation of the fixed
assots was befifg adjusted against the
operational loss for that yesr. In case
this was ignored, the company would
qualify as a sick company under SIC Act,
1985. However, the said proceedings were
stayed indefinitely by BIFR at hearing
held on November 11, 1991 in vievw of
pending litigation faced by the company
in the matter of closure of B & ¢ Mills,

Madras,



11, The conduct of the Company and the IDBI are
relevant in order to test the bonafides behind their
proposed scheme, which 1s the bssis of the Draft séh.no,
After the preszent proceedings vere initiated, the Union
now learnsg that the IDBI ochose to cancel the sanction

to the existing Rehabilitation Scheme by 1its letter
dated 6. 1, 1994,

12. The present procaeedings beforec the BIFPR have
been chalilenged in the Masdress High Ccurt on these

grounds, among others, ... W,P.Nos, 5117 and 6118 of

04.
2; »

13. The snid contentions are relevant to decide
vhether the Draft Scheme whould be proceeded with or
not, The Madras Labour Union requests that its affi.
davits filed before the Madras High Court may be
treated as part of this Petition, for a complets

statement of its case before the Board.

14, The B & C Mill has seen thr.y closures in

1981, 1984 and in 1991 in recent times, Its problems
have been miinly due .. .lsmsnagement by the promoters
and leck of modorniaatﬁ?n. Bvery time the Madras Labour
Union has had to mske sr;at efforts for reopening end
the workers have mande enormous sacrifices in terms of
giving up certain allowences, wage freecze since 1979

( inspite of twe wage revisions in the textile industry
in the State since then ) and slso reduction of mane
power. Their number once more than 15,000 strong, 1is

now reduced to Just 5,314 permanent workers and a
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s couple of thousands trainees and balilis. The
company has further retrenched about 1300 permanent

workers and stopped all traineed and baalis,

18. The workers have struggled with their low
wages to give maximum production and the Mill started
showing cash profits after 1986-87. When a wage-revi-
sion was due, the management insisted on further
rationrligsation of men-power and the Union had in
principle agreed to the same and was negotiating to
identify specific categories for the purpose, While
€0, suddenly the management threatened closure with
an applicaiion to the Tamil Nadu Government under
Seotion 26-0 of the Industrial Disputes Act, 1947,
The reason given by the management way mf that the
IDBI had framed s scheme for its rahabilitation and
imposed a condition of shifting the Frocess House of
the Mills to Bhuvanagiri, 240 kms from Madras, 8ince the
workers did not agree to it, the managemant said {t

applied for closure since otherwise the IDBI would not
find the rebabilitation package.

16. The Madras Labc:. Tnion demonstrated before

the Commisgsioner of Labour, Madras, that the managee
ment had never diliscussed the guestion of shifting the
Process House from Madras to Bhuvanegiri. The extracts
from the 1989-80 IDBI scheme was given to it for the
first ime before the Labour Commissioner, wherein the
workers found that the following adverse conditions were

there

a) Process House will be shifted from
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Madras to Bhuvanagiri.

b) The weaving operations at the adras

| Mill was to be reduced from <074 looms

to 808 looms and the spindleage was
to be reduced from 88208 spindles to
66153 spindles.

¢) After reducing the wesving sctivity, yarn
wag to be supplied by the B & C Mills to
powerlooms, who would in turn wveave the
cloth, The said cloth woven by the power-
loom wns to be purchased by Binny Ltd.
for processing in the Process House at
Bhuvanagiri. The cloth will ultimately
be sold with ns Binny cloth. This process
of buying cloth from power-looms was
called ‘'Vendor Operations' end the process
House at Bhuvanagiri by 1993 had to develop
100 ¥ Vendor Operations. .

d) on account of the above, work«force was
to be reduced at B & C Mills from 8,947
includirz badlis and trainees to 3,335,

17. The workers through the management opposed the
scheme as a ploy of ti.. .anagement to eventually close
the Mill at Madras snd to usurp the profits by doing
real-estate business., They alsc stiffly opposed ¢(Vendor
Operations' as it was a means to reduce the work-force,
the loomege and finally the activity of B & C Mills,

They also opposed shifting the Process Houss to Bhuvanse

giri as a mala rido action of the mena:ement to ultimately
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make it independent of the BIC Mills at Madras and
appropriate the as.ots and profits, The Bhuvanagiri
Project was to be put up in lands belonging to Thiru-
magal Mills owned by the nresent promoters of Binny
Ltd., viz., the Udayar Group.

18, The Labour Commissioner rejected the mansge-
ment's request for closure on the geound that it

should discuss the scheme for shifting the Process House
with the workers. The Menagsment challenged the Labour
Commissioner!s Order in W,P.No. 5102/91 before the
Madras High Court,

19, The following facts with relevant dates during
the proccedings before the Madrasg High Court and the

Government thereafter are pertinent,

1.4,91 - The Management went ahead and
affected an illegal closure
despite denial of permission by
the Labour Comiissioner,

APRIL 1991 -W,P, 5107/91 filed by the Mans-
gement challenging Laduur

Commisgioner's Order.

25,4,91 ' - Tha Madras High Court appointed
Mr. K.B.N.Singh (Former Chief
Justice of Madras High Court )
as Commission to resolve the
problem. The following questioc..s
were referred to the Commission 3

(1) Whether for the proper running
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of the Mills, the proposal to

shift the process lHouse to
Bhuvanagir; 15 Justified. Messures
to protect workers' interests to be

suggestad

Whether shifting of process House

will prejudice workers' interests.

The Commission in its Report stated
that shifting the pPiccess Houge to
Bhuvanagirli was not necessary. The

" Vendor Operaticas" which the
management wanted to resort were
held to be unfair and against wvorkers®
interests.

Though tite Commission appointed by
the High Court directed the IDBI to
furnish documents to the Union, the
IDBI refused to do so, because of

the objections raised by the Mansge-
ment,

The Management gave an assurance to
the Commission that work-force at
Medrrs will not be reducsd on account
of shifting the Process House to
Bhuvanagiri; The Commission observed
that the nssursnces given by the
management ig binging on IDBI sand

S8BI salso.
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- IDBI agreed to reconsider revision

of the scheme after discussions with

workeras,

- The High Court noted our objections
thet the scheme was only a device by
the management to shift the Process
House to Bhuvanagiri and mske it an
independent unit and uvltimately close
doen the Mills st Madras, by disposin

of the vast lands as real egtate

business.

- The Management gave an agsurance to
the High Court that

(1) the vork-force at Madras will
not be reduced;

(11) “Vvendor opofationu“ would be
droppedj and |

(111) that the Scheme was bonefide

meant for rehabilitation and
running the B & C Mills with-
out any reduction of its
activity. |

27.9.91 - High Court disposed of W.P.5102/91

and the mattoer was remanded to Labou;
Commissioner to reconsider the case
after issuing notice to all the

parties and furnishing materisls to

the workers.
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- Asfar as the proposal to shift the

Process House to Bhuvanegiri, High
Court observed " there will be suffi.
cient materials, therefore svailable,
which will go either way to show
vhether the Unions have taken a rigit
stand or the Management has created
some sort of contrivance to cloae the
Mills finslly at Perambur as the

workmen alleged. “

The BIMR initisted ‘suo motu ' proe
ceedings in Case No. 51/91 to enquire
into the sickness of th§ Company,

The BIFR observeo that the Mansgement!®
accounts were not proper and the
Company had been revaluing its resl
estate propertias since 1982 and
showing these as stock in trade.

... Mtors, Government end the Finan;
cial Institutions including IDBI have
not made a proper check and have bes:
mere spectators to these irregulari-.
ties. The Income tax suthorities eals
have been misled in tho matter and
reserved orders. The BIFR ordered
production of materials.

The Petitioner- Union pointed out
that closure ;. roceedings vere pending
before the Labour commisiign;r

Lursuant to orderé of the High Court
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11.11.91 - In view of the representation made

by the Union, the BIFR deferred
proceedings in order to avoid any
conflict betweer its ord.rs and the
orders of the High Court, whose

Jurisdicilion was superior.

22,111,911 -~ 2nd Order of Labour Commissioner on

remand wherein he once again refused

pwrmission for closure.

- He held that ths reasons for closure

were not genuine and adequate.

- Before the Commissioner of Labour,
the Management once again give an
assurance that thsfe would be no
reduction of work-force at Madras

including trainees with 3 years

‘service,

- On the besis of the assurance given
by he Mansgement the Commissioner
permitted shifting ofprocess house
to Bhuvanagiri.

DECEMBER 1991 - Thereafter Review Applications were

filed by both psrties and heard by

Secretary, Labour Department, Gover

ment of Tamil Nadu.

- Orders on Review Applicatious were

reserved,
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29,2.92

12,3.92

1, 3.92

8 lu s

- A Tripartite Committee with State
Government's representative was
constituted 2nd a report dated

29.2.,92 was submitted.

- Before this Commistee, the Manage-
ment submitted &« rewised scheme,
wherein they stated that there would
be

(1) Ko Vendor Operations at
Bhuvanagiri;

(14) 014 level of sctivity as in
1990 in Madress Mills will be
continued and not reducedd

(111) Wwork-force at Madras will not
be reduced on account of
shifting to Bhuvanagiri, ;

(iv) Process House at Bhuvanagiri
vill continue to be pert of
the B & C Mills at Kadras.

- .nhe Government of Tamil Nadu passed
G.0.No. 27 ellowing the Management's
R view Application. ‘The Government
permitted the closure in view of
the conditions of the revised schems

of the menagement.

On the ssme day the State Governmen
pussaed G,0,KNo0.28 and directed the
Mills to be rs-opened by 13, $,92
(Tami)l New Years day) accepting th
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assurance given by the Mansgement and
its revised scheme. Thus the closure
permission was a .imited one and was
conditional on the Rgvised Scheme

being implemented.

- The workers ware denied wages from
1.4,91 to 13.4.92 .

- Several other conditions wofo imposed
by the Governwmant on thebasis of
V:nagement's asaurances., An impor-
tant one being that the Management
should obtain prior permission of the
T.N, Government before disposing of 1

immovable properties at Madras,

- Settlement under Section 12 (3)
between the Mensgement and the ﬂadras
Labour Union and the Binny Mills Staf
Union on the basis of @,0. 28 vas
entered into vefore the Commissioner
of Labour, Medras. The settlement
contained, inter-alia, the following
clauses 3

(1) Bhuvanagiri Process House will be
part of B & C Mills j
(11) YNo reduction of work-force at Madra
(111) Revigion of Work-norms, work-load,
etc. as per Textile Industry Avard

of !, Varsdan }

(1v) Three member Bxpert Committ.J wes
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JULY 1992

1.4,93

7.7.93

12.8.93

23.9,93

s 173

(v)
(v1)

to be constituted with S8ITRA,
Kanagement end pPetitioner-Union.
The unanimous recommendations of
the committee were to be imple-
mented.

Revision of Wages w.e.f. 1.4,93

The settlemsnt to be in force upto
31. 3.96,

IDBI sanctioned revised rehabilitatior
scheme for Ra. 125,64 crores.

The Bxpert Committee consisting of
SITRA formed pursuant to tue gettle-

ment submitted its report oa work-

force, work norms etc.

Management refused to revise wages i:
teras of the 12(3)‘sottlonont on the
basis of the unanimous recommendstio
of the Expert Committee,

Company filed an spplicestion under
seotion 156 before the BIPR, suppres-

sing all these relevant facts,

Union's letter to BIPR, snquiring

about !'suo motu', enquiry initiat.u:
by the BIPFR.

Order of BIPFR atating that the suo

motu enquiry was drupped in view of
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15.10,93

9,10.93

24,10,93

17.11.93

3
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management's formal spplication under

geciion 18 of the SIC Act.

Union's representation to the BIPFR

seeking s copy of the spplication

filed by Binny Ltd, and Notice of next
hearing.

Proceedings of BIFR conducted without
Notice to the Union and without
reference to the earlier proceedings.

IDBI spyointed as O.A. to subuit sches

~-Management did not implesd workers

verore the BIFR.

Union's letter to BIFR to ba informed
about proceedings.

No reply was received from the BIFR

Union's represeatations to the Labour
Commissioner,

Menagement ennounced Voluntary Separ:
tion Scheme (V8S) even as State Gove:

ment was holding negotistions on wag«

revision.

As per the V8S, the workers were
entitled to only compensation equal
to retrenchment compensation under

the TI.D.Act,
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25,11.983 - Management put up a notice stating

that smounts to workers opting under
v¥8¢ will be paid by 31.3,93.

4,12.93 - IDBI / SITRA Report was submitvted to

BIFR. The recommendations were us
follovws 3
(1) Restructure Binny Ltd.
(11) Mechinery at Medras to be scrappd¢
(111) Bhuvanagiri was to form a separat
compaeny
(iv) Permsnent manpower at Madras to
be reduced by 2503. TIrainees anc
badlis irrespective of long year:

of service to be stopped from woi

- Thc.Union wvags not donsulted in the

preparation of this report. ..

23.12,93 - Union's letter to BIFR and IDBI for

information regarding the proceedings
before the BIFR. However, there vas

no reply.

3.1.94 - Union representcd to Labour Minister,

Government of Tamil nadu

18.1.98 -~ The Union also represented to the

State Government authorities to

intervene in the matter.

29,1.94 ~ Management's agreement unde» Section
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18 (1) of the I,D.At with Anna
Thoghilalar Sangem, which enjoys
patronage of the ruling perty 4in
*' 3 State. The Union has no member-
ship in the Mills, The Petitiocner
Union is the only one which is repe
regentative of workers in the Milis
(demonstrated by check-off ). Under
the 18(1) settlement, the 5th
Respondent Uniovn agrees to “ecember!

<3§9 IDBI/SITRA Report and to reduc-
tion of manpower contrary to the
eaRlier 12 (3) Bettlement dated
26, 3.92.

- the Settlement dated 29.1,94 4s
illegal and is contrary to the
statutory settlement dated 26,3.98,

31.1.94 - Management's Notice No. 7/94 on
Voluntary Separation Scheme
offering Rs. 1000,

31.1.94

- The Management put up & notice on
Voluntary Separation Scheme that
ths workers should compulsority
apply, if not they will be deemed

to have left service.

- Around 1300 workers have been sent
out by the Fanagement forcibly

under the gvise of Voluntary
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Separation Scheme., This really
amounts to retrenchment in viole.
tion of Bectiocn 25-N of the
Industrisl Disputes. Act./

anachinorioa and asgets were removed
and sold by the management from
Buckinghaem Mill end new M1ill ares.
Partial closure effested in violation
of S8ection 25-0 of the I.D.Act.

31.1.94 - Operations of the Mills brought down

to 40 £. Management's Notice extendin

time for Voluntavy Separation E£cheme.

11, 02,94 - Petitioner gave further represente-

tisn to the BIFR.

15, 02. 94 - Managemunt's Notice No. 11/94 extendi:

time for Voluntary Separation Scheme
\ t111 26,2.94.

21.02,94 - BIFR's notice to the Union for the

first time in Csse No. 49/83

- Hearing on 30,3,94 to consider
IDBI's scheme,

28, 02, 94 - Draft Report of the IDBI submitted

bofore the BIFR, adopting the
techno-economic report of SITRA,

‘recommendihg . inter alia,

1. Restructuring of Binny Ltd.
into 3~
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(e)

{b)

(e)

2.

3.

A Separate Bngineering Division
wherein the accumuleted losses of
about Ts., 5,30 cerores to be

absorbed by Binny Ltd., but assets
to be transferraed.

Process House which is the most

profitable unit of any mill was

to be made » separate unit to
instell which Rs. 7 cores is to be
invested by the Compsny towards equisy
and sn interest free advance of over
Re. 15 crores will be provided by
Binny Ltd.

The remeining units in the textile
division of the compsny, viz., B&C
Mills, Madres, B W M and 8ilk Unit
at Bangalore and the Raal Estate
Division Mill continue to be part

of Binny Ltd.

The Buckingham Unit of the Textile
Divigion having installed capacity
of 29,200 spindles to be closed down,
The entire process house at Madras
to be closed down.

In fact, closure of Buckingham Mills
and retrenchment of aoound 1300
workers has already been illegally
effacted by the management., This
i:zns been done in viclation of Sec.

250 8nd =5-N of the I.D.Act.
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29, The Sci.sme proposed by the managemeat and reco-

nmmended by the IDBI before the BIFR { and now incorpo-
rated in the Draft Scheme ) is thus in gross violation

of the procéedings in W,p:No. 5102/91 before the Madras

High Court, G,0,No, 28 dt. 12.03.92 and the Statusospy
settlement dt, 26,03.92 with the Madras Labour Unién,
which are binding on the Management and the IDBI. It
ignores the Scheme for Rehabilitation alresdy under the
process of implementation pursuant to the aforesaid

proceedings. Further, it hasz the illegsl settlement

dt. 22,01.94, the forced termination of worksrs unaer
the so-cslled Voluntery Separation Scheme and the partial
closure and sale of machinery of B & C Mills, which

are all 1llegal, as the basls for its implementation,

2l. Ths proposed scheme of the menagement/IDBI
incorporat-d in the Draft Scheme has restructuring of

the Company as the basis of the Scheme and its Provislons
fortify the contentlions of the workers that the manugement
w;nxs to close the Textlle Mills and welk swaey with its
agsets, This is precisely what was prevented by ihe High
Court and the aforesnid G,0,No. 24 dated 12-03-92 and
the statutory settlement. That should not be allowed ‘to
ba grustrated through the present proceedings.

22, Hence the Madras Lebour Union has challenged

the present proceedings beforsc the BIFK, the asettile-

ment dt. 28,01.94 and ths managemsnt's action in effec-
ting illegal closure snd termination of workurs' services

in W.P.No. 6117 ana 5113/94 in the Madres High Court.

The Writ Petitions arc pending and the decision of the
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BIFR is subjesct to the decision of the High Court.

The Madras High Court hes by its 4interim order dt.
15.04,94 restrained the management fpom removing or
selling the essets and machineries of the B & C Mills

and also from terminstiog the workers.

23, Hence the Union files these objections to the
Draft Scheme snd sn application for directions without
prejudice to its rights In W.pP,Nos., 5117 snd 5113/94,
aforesaid. FPFurther, since complete details and infor-
mation relevant for submitting obJections are not
available, the Union submits its Preliminary objections,

with 2 request to be permitted to submit a more detalled
one later.

IF TION THE DRAFT

24, The Madras Labour Union submits that apart from
the above, the proposed revival plan under the Draft
wchemeé is neither in the inter:zsts of the industry nor
the workers nor the general public., The object of the
8ick Industrial Companies ( Special Prévisions ) Act,
1985 48 to prevent the ill effects of sickness such as
loss of production, loss of employment, loss of revenue
to the Ceniral and State Governments and locking up of
investible funds of banks and financial institutions.
The statement of Objscts and Remsons to the Act say s,
" It has been raeccgnlised that in order to fully utilise
the productive industriasl assets, afford maximum protece
tion of emxployment and optimise the use of the funds of
the banks and financisl institutions, it would be impe~

rative to revive and rehabilitate the potentially viable
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sick industirial compsnies as quickly s possible, "

28, The proposed scheme clearly does not echieve

any of the ssid objects., It is not s scheme intended
to revive or renabilitate Binny Ltd., but one to put

up a new Company called Binny Processors Ltd., and
progote snother new company viz,, Binny Engineering
Works Ltd.to take over the Engineering Division at the
cost of the existing Company, the industry, the publie
funds and the workers. The Scheme envisages setting

up of the new company for processing with s very low
DSC? of 1.36 ( which itself i1s an exaggerated gigure

eg shown below ) at enormous investwents by the public
financial institutions, ~s well as intereat free funaing
by Binny Ltd. The major portion of the so-cslled revival
packege 1s to be an investment in the new Company, viz.,
Binny processors Ltd. and Binny kngineering wWorker Ltd.
and not in the existing company, Binny Ltd.

26, Ag detalled below, in the neme of revival of

the exi:sting concern, a plan to set up s new Unit and

to liquidate the existing industry hes been proposed. In
the words of the South Indias Textile Research Associastion,
( Referred to hereafter as SITBA ) which undertook the
Technececonomie stndy for the operating Agency, restructu-
ring of the Company hag been proposed to ensble the
management to axpmnd and promote the activities of the
profivc aentrés’aa woll as to shrink the activities that
are not viable. The Restructuring envisnges hiving off

the Bngineering Division into s separate Company, consti-
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tuting Binny Ltd. with only the Textile Mills, the
Real Estate Division and the Services Division and
‘he closure of the existing processing Department,

not merely to form a centralised process house, but

to form an independent Company, viz., Biony Processors
Ltd., The Textile Division has been itdentified to be
the los=ing centre and the Bnginaering and the new
ProCecs House are projected ss profit centres. It 1s
this recommendation of SITRA that has formed the basis
of the proposed scheme of the Operating Agency asnd the

Draft scheme. The intention is thus clear.

27. In this ocontext, the following sspects of the
Draft Scheme mzke the proposed plan for revival not
worthy of acceptence, since they mske ii very clear that
ultimately only the private interasts of the inusu
promoters will be stirengthened and not the interests

of the ilndustry, the public ar the public finsancial
institutions,

I. BINNY PROCESSORS LID.

*he Draft Scheme proposes as under $

- To sst up a new Process House wilh an installed
‘¢avanity of 1.70 lakh metres per day ( mg mgalnst
the combined installed cap-city of 2,30 lakh metres
per day at the existing proce:s house. )

-~ Lend of about 70 acres will be acquired from
Thirumagal Mills at a cost of Rez. 75 lakhs.

Considering thst the lands are in a rural srea it

is highly qusstionable that the land cost 1e so



high.

s 27 3

It i3 to ba noted that the lends belong tc

Thirumegal Mills owned by the Udayar Group, the Promotsrs

of Binny Ltd.

Totsl estimated cost of the BPL projeat

- The SBcheme of Pinance is as follows 3_

1.

L

3.

4.

1!30 in CI‘-
Bquity Cepital 1, 0C §
i

178 Non-Convertible

Debentures (NCD) 25,00 §
Interest Prae Unsecured
Loans by Promotere of
Binny Ltd. 11. 00
Advance by Biany Ltd. i
from resl estate Dv, 15. 29 §

is Rs., 63,8

cpores, which includes second band machinery only to

the extent of Rs. 1.20 crores to be purchaszed from Binny

Ltd. Thus the whole investment is to put up a new industry.

Binny Lta. 7.00 Cr.
Publiec 85,00 Cr.

Public

These amounts would be
repayable to Binny Ltd.
after redeaption of
pebentures, at 10 £ p.a.
of interest or at the
tate of devidend declare
by BPL on its Bquity

II. Viability of the Wew Processing Company (BPL)

a)

It is projected that the New

Process l{ouse will operate at 35%
capacity level in the optimum yse»r

( 35 % cn }.,70,000 nltS/Uﬂy )

fhe Unit will do Job work for
B : C Mills { =t 95% capacity )

B WM ( at 858 capnalty)

- 1,44 ,500 mts/day

- 35,0u0 mte/day

~ 35,000 mts/day

1,20,000 mus/day
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j;f:‘;_,v_//b) Debt-gq&lty R&t i ) Ps. 25. 00 C » - -
is taken usg - S o or?.,—/mJozefuﬁ :
¢) Considaring -~ very low DER of 0,85 snd

cost of funds at 10, the projecied average
DSCR of 1,36 1s very low,
d) In the Projected Profitability Statement,

interest on Working Capital as follows

has not besen considered :

we dn Lakhs.

Yoar Enging 31.3, 1999 33,00
Yeor Ending 31.3.2000 48, 00
Year Ending 31,03,2001 863. 00
Year Ending 31,03,200% 63, 00
Yesr Ending 31,03, 2003 53, 00
Yenr Ending 31,03,2004 53, 00
Year Rnding 31,03, 2008 53,00

346, 00

Inttfagt on Working Cepitel though mentioned in Annexure 3

hrs been purposely omitted to be congidored in profitability ;

statement - AYNEXURE 4 and ANREXUNE 6 given in the IDBI's
Repprt to the Borrd.

@) 1f interest is considersd svenat 13% p.s. on

B, 15.29 er., { Advanced by Binny Ltd.) end also the

interest on Working Capital 1is taken fnto account, the .
new processing unit will end up with an operating loss from
1999 to 2004 A.D, In other words, only the last projected

year of 2005 will have s marginal/operating profit.

) Even without consgidering tne interest on working
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eapital end interest on loan from Binny
Limited, D 8 C R 1s only at 1.36, If the
same is c¢onsidersd, DSCR will then work
cut to only legs than 1.00 (Fead with
Gui¥line (3) of BIMR )

g) Even without considering (f£) it has been
concluded by IDB]l that

settingup en independent processg houss

18 not an attractive proposition, In
thig cage, gince Binny will have to
malntsin the quality of its febrics and
sonsldering large quentity of fabrics for
procegsing, the ides of heving an
indepengent procass house hag been

- considered.t

The reason given for setting up an independing
process housa, even assuming to be correct, cannot
Justify such a losing vanture at an enormous &nvest.
ment by financial institutions and drain on Binny

Ltd., There 1s also no gusrsntes that BPL will continue ls

service Binny Lta.

Thus Binny Procassors Ltd. will be s most une
viable projesct. It would also not give any benefit to
Binny Ltd. =2nd further sercusly affect the very

exlstence of Binny Ltd.
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Thougp the proceedings before the BI FR are
meant to provida for rehabllitation of a Sick Industry,
which 1s Binny Limited, in this case, the Draft Scheme
harxdly provides for any investment for modernisation or
rehabilitation of the Textile Units, which are the major
industrial units of the Company and which alone are going

ts be retained in Binny Limited, along with Real Estate
and Services Divisions,

(b} The total cost of the Revival Schems (as in the
Draft Scheme) 1s as followsiw

Rypees in crores
Cost of the tcheme 225,82
Sacrifices by Institu~ g
tions and Banks. $8,99
Sacrifices by Government 20,00
“304,81

The cost of the Schewme as such viz., k,223,82 crores 1s

distributed to the three proposed companies as followsie

Rupees in crores
Bin:z limited

(With the 2 Textile Mills,

Real Estate and Services

Division) .o 144,28...
BEW 18,25
BPL 63.29

The investment in oinny Limited (BRC Mill, BWM and Sick
M11) is again to be distributed as followsi-

- i \\\ C r(‘/UA
(1) Capital expenditure / ‘8.22 -\\ éztfg,/»
{11) Renovation/Repairs 9.17 |

/

|

{14 )Contingencies
( (40% of (a) & (b) \\\ 6.95

™



\

{ v) Payments to Fls/etc, 69,13

(vi) Cash loss 12,37

(vii)labour Rehabilitation 25,31
{viii)Additional margin money

for working capital, 6,13

{ix) Real Estate Div, expenditure 5,00

——

143.28 approx,

A

{c) Thus there is hardly any investment in Binny Limited
for modernisaztion and rehabilitation of the Textile Mills, which

are its productive units., On the other hand, the emphasis in

the Draft Scheme is to reduces gfwAa/hgq yfﬁapuwff
(£) The spinmning activity -
Eron Io
BWM 46500 Nil
B&S Mlls 59024 %1108
(i4) The weaving activity - i
Erom Io
B@M 742 288
B&C Mlls 1816~ 808
(11i) Processing Erom Tq
L §0
2,70 lakh metres NIL
Ruak Eod” D‘”’%
{d) Further, the Real Estate assets belonging to the }

M1lls are to be disposed of, not for reinvestment ofthe (,

procoéds in the Mills and depriving Binny Limited of the
only security it now has., The Real Estate is also sought to
be disposed of in a manner most unprofitable to the Company,

as dedaidled belowys

J(e) Binny Limited will also be mulcted with heavy
processing charges to be pald by it to Binny Prucessors Ltd,

-

\L 3,



.t the market rate which erodes its profitability. At : C@J“?

page 57 of its Report to the BIFR, the IDBI has said, 'Pﬁiyj;zz;

"It may be mentioned here that with a

separate process house, the Company would

be paying average processing charge of k,9/= |
per metre, which is the market rate, As a
Division, the processing charge would work

out to around B.7/~ per metre, The additional

cost is also resulting in lower gross profit
level.®

IV ~ DIVERSION OF FUNDS FROM BINNY LIMITED

Binny Limited will advance k,.15,29 crores INTEREST
FREE to Binny Processors Ltd. during 1997-1998 out of the
sale proceeds of 1ts real estates on the one hand and on the
other hand Binny lLimited shall incur the following cost of
funds s

( 1) Rate of working capltal interest to be pald
+#xby Binny Iimited = 17.50%

( 11) Out of B.54.13 crores payable as one-time
sevtlement to Financial Institutions and
Banks, %.27,13 crores is payable in six-
h-1f yearly instalments commencing from

C1e1-199% carrying interest at 15% per annum,

(141) Seeking loan from National Renewal Fund te
the extent of ®,26.31 crores, repayable in
seven (7) years commencing from 1997-1998
carrying interast at 104 per annum,

( iv) To seek varinus reliefs and concessions from
the Government of India, Government of Tamil
Nadu and Government of Karnataka under the
pretext that Binny Limited has acute
paucity of funds,
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(v) Further, as far as the repayment of the

{(vi)

(vig)

loan of K.19.29 crores to Binny Limited by

[

Binny Pro cessors Lt&. is concerned, it ranks g
subordinate to redemption of Non-Convertible

Debentures, Even after redemption of these
NCDs f.e. by 2005 A,M,, the repayment of

B¢ 15,29 crores is spread over in the next 10
years i.e. by 2015 A.D. If a higher amount
of loan {.e, Bs,25 crores can be repaid in %
Years as projected, the fact that a smaller
loan of f5,15.,29 crores is contemplated to be
repald In 10 years thercafter, that too free
of intercst, gives room for suspicion as te
whether the loan will be repaid at all and that
too when the projected cash Flow Statement
shows an accumulated cash surplus of RB,13.7%
crores as at 31=3-~2005, In any case,there is
ne justification in mulcting Binny Limited
with this burden.

It is important to mention here that Binny
Limited will also have to pay the market rate
for processing charges of .9/~ per meire to
Binny Processors Ltd., as against kQ?/—vvhich
would be the in-house charges. If the market
rate goes up in future, the burden on Bimny '
Limited will be wore and its profits are thus
sought to be diverted to Binny Processors Ltd.
The proceeds of the Real Estate belonging to
Binny Limited also do not go to benefit Binny
ILimited, WwWhile the cost qf the project for
Binny Limited includes cash loss for 1994-1995
amounting tu k,12 .37 crores, the proceeds of

real estates (is,64.564rores) and machinery
|
sales(ks,6,70 crores) is soughtto be fncluded;
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that BEinny Limited has huge accumulated losses,

the diversion of the Real Estate Proceeds to 50

treated as promoters' contribution and for

advancing interest free loans is most unjustified

and the reasons given are not convincing.

STRU ING - ULTIMATE DOOM TO BINNY D

( 1) Under the proposed scheme,Binny Limited is

(431)

sought to be restructured by hiving off the
Engineering Division into an independent
Company viz., Binny Engineering Works Ltd.,
and the Process House of the Textile Mills

to form a new Company viz,, Binny Processors
Ltd,

Among the documents that this Union has had
access to, the first time restructuring has
been discussed is in the Techno-Economic study
report of SITRA given to the d;g?ating Agency
(IDBI) in December 1993. The only discussion
found in the SITRA Report on this is (at Page
% of the Report)as followst

®. . Restructuring of the company into varibps
subgidiaries may be considered as this would
enable the Management to expand and promote
the activities of the profit centres as woli
as toshrink the a2ctivities that are not viable,
Also, if each major activity is treated
separately instead of all operations being
clubbed together, then it would be possible

t¢ ex~rcise closer controls. Another advantage

ie that the problems in one unit may not affect
the other units.”



Firstly, SITRA has no experience in engineering
™,
industry. Secondly, there has been no serious applicaticn
of mind to sucha major change sought to be brought about

in the affairs of the company with extremely adverse

consequences as shown below,

Y (B) - GONSELUENCES OF RESTRUCTURING

{1) BINNY LTD, TO BE REDUCED TO A MERE
CREY ~LOTH MANUFACTURER -~

One of the most significant consequences of the
restructuring of Binny Limited will be the reduc-
tion of Binny Limited, a hitherto renowned
producer of processed cloth to a mere producer of
grey cloth, This would drastically reduce the
competitiveness of the Mill i{n the market. It
would be wholly dependent on the new Company 1.e.
the Binny Pro.essing Ltd. for production of
processed cloth., If for any reason the now
Company (BPL) either refuses to process the cloth
or delays the proces:ing of the Binny Cloth, Binny
Ld;ited would not be able to market its grey
cloth as there is no dearth of grey cloth mamu~
facturers in South India. 1T 4s the 'Binny'
Brand Name and its processed cloth which are the
strength of the Mllls in the market,

Moreover, the experience of the National Textile
Mi1ls (Tamil Nadu and Pondicherry) has shown
that a mere Grey cloth manufacturer, without a
Process House would not ke viable as the maxi-
mum value addition takes place at the processing
stage. In fact, among all the NTC Mills, NIC
(Tamil Nacdu and Pondicherry) alone was able to
turn the corner and is able to show profits,

because it has also started processing fts own
cloth,
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Hence, it does not stand to reason that the
Process House should be hived off from Binny
Limfted to form a separate Company.

BINNY LIMTTED WILL BE REDUGED TOA MERE SHELL, u

In the restructuring as it 1s contemplated now,
_there is firstly no guarantee that B P L will
continue to process the grey cloth produce by

Binny Ltd. In the absence of sucha clause,

there s no guarantee that the B P Lwill not
| refuse to process Binny cloth, and instead
| process the cloth obtained from the other
WGKCIXJ” \ Vendors, In case of such an eventuality,

Binny Limited would be left with the grey cloth
and will not be able to market it,

'‘On the other hand, there is no restriction on

B P L to process Binny Ltd. cloth alone, In
fact, the statement showing the capacity of

the B P L shows that it has a surplus capacity
of more than 40 lakh wetres per day. Thus

this will lead to an anamolous situation wherein
Bi.iy Limited will not be arle to sell 'Bimny’
cloth, whereas the new Company B P L will be
ahle to sell 'Binny' cloth by processing cloth

 purchased from other mills. The 'Vendor Opera=-

tions ' that were given up by the Company before
the High Court will be resorted to in full swing,
inthe name of restructuring. The Union submits
that the BIFR should not sanction such a scheme,
If the scheme 1s sanctioned, Binny Limited will

be reduced 1o 2 shell in every sense of the temm,
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(411) LOSS OF BRAND EQUITY I/(?’\
As demonstrated alove, the new Company B 7 L,
will be able tosell ¢loth under the brand
name ‘Binny' without payment of 'Brand Equity’,
It is well known that building up of a brant
name is probably the most difficult inany busi
ness proposition. The present promi:ters have
with the active assistance of the IDBI cvolved
this ingenious method of utilising the Branc
Name of Binny to the exclusion of the parent
company, Binny lLimited, without paying as much
as a palse towards Brand Equity. Going by the
standing of Binny inthe market, the price for

Brand quity alone should be able to help 4t
turn the corner,
{iv)

DIVET SION OF FUNDS ER.M DINNY LIMETED JOBPL, W
The scheme provides for processing charges to be
paid to B P L for processing Binny Limited cloth
at k.9/~ per kotre, whereas the in-house cost %o
Binny Ltd., would be only %,7/= per metre. S0 it
is difficult to understand as to why Binny Ltd,
should process its cloth at a higher rate than
what it would be if the Process House were a part
of 1ts own Company.

Moreover, the scheme does not provide for
fre=zing of rates at .9/~ per metre, s nd the funds
of Binny Limited would easily be diverted to B P L
by enhancing the process rates aven under threat
because vnce Binny lLimited is reduced to a mere
grey cloth manufacturer, and E P L which will have
the upper hard,

(v) BROMOTION OF B P L AT THE COST OF THE VERY
EXISTENGE OF BINNY LIMITED,

It is difficult to comprehend as t2 in what manner

the setting up of a totally new Company which is BPL,
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will help the revival of the sick mill, In fact,
it 13 quite clear that B P L {s being set up at
the cost d Binny Limited,

Firstly, it has to be pointed out that no
comparative statement of facts comparing the
viability of the Mills with the Process House as
an integral part of the Mills and the Process
House as a separate Company has been made, In the
absence of sucha statement, it is not clear as to
how the IDBI came to the conclusion that the setting
up of the Process House as a separate Compaﬁy should
be undertaken. '

In the name of a revival package for Binny
Limited, B P L 1s getting a funding of &,63.29
crores. Of this, Binny Limited will be advancing
an interest free loan of k,15,29 crores, which is
to be treated as a ‘'subordinated loan', This is

| wholly unwarranted, especially &n view of the fact
that B P L is in no way bound to process Binny cloth
alone,

(vi )SEPARATION OF BINNY E!;liﬂsmxm AS AN INDE PENDANT

Similar 18 the case with Binny Engineering
wWorks Ltd., After restructuring, B E W will have
absolutely no transaction wiih or coumitment to
Binny Ltd. Yet the losses of the Enginoaring Divi-
slon are proposed to be absorbed by B&nny Liwitcd
and an amount more than k.10 crores has to be
advanced by Binny Limited interest free to BE W,
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(1)

~
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Thys in the whole exercise of hiving of¢
and restructuring and a scheme costing more |
than B,304 crores, there i{s no cash~in-~flow v
at all to the parent company, On the other

hand Binny Limited will have to bear the burden
of

(a) high interest on its loans, ‘
(b) sroded profitability due to reduction of

operations and divesting the process house
and engineering division,

.{c) depletion of L1ts funds due to loans advanced

. '{ng' to BPL and BEw,
s
o 417

3
5
&

(144)

‘ (d) no interest on the loans so advanced,

(¢) threat to its future existence,

{g) loss of the real estate,

No investment is contemplated in the Textile
M1lls towards modernisation, In fact only s wmeagre
amount of B,24,34 {s provided towards renovation
and repairs, On the other hand, two new Companies
with fresh investments and Binny's funds and assets
are sought to be formed to benefit the promoters
only,

Hence, all these put together show that the
draft Scheme does not really contain any revival
package for Binny Lid,, but 4is one meant to put up
two new Companies for the promoters at the cost of
the sick company. This is gartainly a colourable
use of the BIFR proceedings by the Company .and the
IDBI, The Board, which i3 a statutory authority,
should not give its approval to it,



YIL - OTIER ADVERSE FAZTORS IN DRAFT SCHEME,

The package now finalised by the ID B I and adopted

as 3 Draft Scheme by the B I F R has many adverse factors,

‘(a) The Draft Scheme has proposed drastic reduction

in activity, The details for B & C Mills are as

undeyie

4290 Level [Proposed level
SPINNINS, No, of Spindles 88208 31089
WEAVING, No, of Looms 2074 808

Processing capacity at B & C Mills, madras and
Bangalore Mills is now 2,8 lakh metwes per day,
The proposed Procgess House at Bhuvanagiri will
have a capacity of only 1,7 lakhs metres per day,

This contravenes the ascurance given by the
- Management to the High Court and the Staté Govern-
ment that activity level as in 1990 would be

waintained, It is also violative of the statutory
settlenent datud 26-3~1992,

(b) The Draft Scheme has proposed massive manpower

tationalisation..

Suzplus laboug Horkers Staft
B&C Mlls, Madras. 2993 474
Bangalore Mills 1552 e

TOTAL 414% 666

" :n“’v- ‘
W—————— ' p————

This viorlates the assurance given to the High Gouftg
G.0. and the Statutory Settlement dated 26e3=1992
that thare would be no manpower rationglisation.

For reducing work-force, the Sraft 3cheme has relled
upon an MiJ dated 29=01«94, which as statedabove has

been signed with 3 Union that has na'reprasentdtion

among the workers and which is challenged before the
Madras High ®ourt.
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(d)

(o)

e

I & ¢
The Draft Scheme proposes to restructure the
Company and in particular to manke the process
House at Bhuvanagirl ss a separate Company.
This violates the ...Jrance to the High Court,
G.0.No. 28 and the committment in the binding
settlement that the pProcess House at Bhuvanagiri

would be part and parcel of the BAC Milis.

The Draft Scheme proposes that ® after implerxontee
tion of VRS and on achieving ih¢ proposea laid
doem work norms in Textile Division conforming to
S8ITRA Standsrds, the Company will implement the
Varadan Award. This violates the settlement
provision that the Varadan Award o. wages etc,

will be implemented from l-4.1993.

The Dreft Scheme stipulates the obligations on

the part of labour;;Qarr as acceptance of reduc~
tion in workforce under the VRS snd co-ope ration
in total implementation of Memorandum of Under-
stﬁnding datud 20-1-1994 ( for B& C Mills workers).
The V8S mentioned in the Scheme provides fur &
compensation of 15 days wages per year of completed
service, which is nothing but compensation payable
for statutory retrenchment or permitted closure.
Thus the V88 1s only an euphemism for compulsory
retrenchment. A Laun8ge by the Bourd cannot
"pprove of such a scheme. If anything, workers

vho willingly want to leave ought to be offered

a much higher compensation than the statutory

compensation and if the Company is not willing to
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pay them now, the workers should be given
proportionate equity holdings, 1In fact,

in 1981, the Company had put up a scheme
for VSS providing for 24 months wages

as compensation, This ¢an only be improved

‘upon and not reduced,

I submit the IDBI itself is aware of the
binding character of the earlier prbcndings
in¥.P.5102/91 before the Madras High Court
and G.0.No.28 dated 13-3-92, which
culminated in the Settlement with the
Madras Labour Union on 26-3-92, It is
also aware that the rehabilitation

scheme had already come into operation
with the SITRA Expert Committee under
taking a‘scientific study of work-load,
etc, That is why, the Draft Scheme

relies upon both the Settlement dated

26-3~92 and the SITRA 1992+93 Report.

If so, there is no justification for

the new proposal,
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VIII. TREAL ESTATE BEAL

The thrust area of the Draft Scheme is "nuliOpmeni
and gsale of the surplus landed properties located at
Bangalore snd Madras estimated to fetech sn amount of

Rs. 155 crores over next 10 years, "

rurther the existing promoter group have entered
into an MOU with Dynsmix group (represanted by
shri X.M, Goenke and G,X. Darpsnani ) to be inducted
s Co-promoters. This slliance ha been entered into
ostensibly to take benefit of their experience in cons-

truction business and to augment funds for rehabiiiiavion,

The IDBI has slzo noted that * major contribution
in all the alternatives comes from sale of properties of

reel estate division, ®

The value of real estate properties held ss
gtok-in-trande amounted fo Rs. 53,583 crores as on 31,3.93,
The Appenidix on Real Estate Division states thet =« in
1994.95 the company proposes to transfer from fixed
agscets to stockein-trade tome more prOperty.t*Tha total

value of properties to be held on 31.3.1995 will be
RS. 7549 IQkhSQ “..

This only confirms the spprehengion that the
textiles divislon sctivity would be further shwunk
and more of the textile mill properties would be unde

over to real estate businass.

This vievaed in the context of the observations

of the BIFR in its suo motu proceedings dated
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26,6,91 against the company makes it obvious that

the promoters have sgt their eyes on the real estate
belonging to the Mills snd sre reslly not interested
in running the indvstry. The observations of the .

Board were rs follows 3

2 " The Bench pointed out that the permissions
for sale of some fixed assets obtained by the company
from PFls/Banks/ State Govts. were for the express purpose
of ralsing resources for financing i1ts rehabilitation
costs as tho'cOnpany could not generste sdequate cash
suniuses from its unsstisfactory operations. The
conditions stipulated were not for enabdling the company
to go into resl estate business. I[n otuer words, it
appears that on the one hend the Company spproached the
FPis/Banks/Stete Govts, fu. permission to raise resources
for financing the cost of rehabilitation frox the sale
proceeds of real estate and on the other, the transac.
tions have been shown in the bookd of sccounts as " real
estate business*. The Tax authorities have also been
misled in the matter. In this connection, the Bench
desired the concerned State Govurnments to examine whether
the Company had. fulfilled sll the terms and conditions
stipulated by them while granting approvals x for sale

of lands and building and to furnish theiyr views to the
Board with 15 dsys.

" The Bench noted with concern the absence of any
representatives from the Central Government, Government
of Karnateka, CBDT, CLB and the nominee Directors of PIs/
SBE, to whom notices of the hearing have been sent. The
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Bench observed that, in the circumstauces that
obtained in the case, it appesred that the Fls/Banks/
State Governments/ Nominee Dirsators had not exercised
care to obtain the correct financiel position of the
company and for msking the requisite cumpulsory refe-
rence to the Board, as required under the Aet. 8hrd
T.M,Nagarajan, DGM, IDBI said that Re had recently
been placed on the BOD of the company, es 8 nominese
Director and IDBI was under the impression that, the
ingtant case being one of the exceptional cases, it
vas the exclusive responsibility of the company to
meke the reference to the Board. *

* In the light of the deliberations at the hearing,
the Bench elicited the visws of the Compeny, PIs/Banks,
the State Govt. present, whether they still hold the
view, that the company is not a sick industrial company.
All of them sgreed that, on the busis of the financisl
ana.ysis made above, the company would fall unier the
purvievw of the Sick Industrial Companies ( Bphoial
Provisions )} Act, 1985, ss a Sick Industrisl Compeny. "

“ The Bench directed that tha following further
materials be made available to the Bench by 10,7.1891
to enable the Bench to decide the matter propurly §

(1) A copy of the legsl epinion of Shri K.R.Ramsni
dated 15, 12, 1989,
(11) Copies of the Order of the Labour Commissioner,
the Writ Petition filed before the High Court
in respect .i shifting of the pro€ess house.
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(111) Deteils of the rehabilitation psckage
formulated by IDBI

(iv) Proformsa/unaudited acoounts of the conphny
for the current year 1990=-91 within a month

(v) Detnils of the cash losses, without taking
into account the re-valuation of the stock
in trade, und show the losses have been met.

(vi) copies of the assesament orders by the
Income Tax Depsrtment.

(vii) | Reports from the concerned State Governaents
wvhether the terms snd conditions stipulated
by them for the dispossl of real estate have
been complied with by the Compeny.

* rthe Bench reservaed orders in the case,®

1nsp1t§ of this, the Draft Scheme contemplates
that the snle proceeds should be treated as promoters
contribution and that th: financial inst¢itutions shoula
vacute their zeharges on them. Further, the Government
of Tamil Nadu are also required to relax the condition
in G.0.No. 28 dt. 12,3,92 that their priod permission
should be obtained to ensure that the sale procesds are
ultimeately utilised only for modernisation and rehsbili.
tation of the Mills.

Moreover, the Bea} Estate properties have been grossly
undervalued, The en.1§§¥M£H&iai€8¥”GIII”BB“%ﬁa“iﬁlaoxxnos
values 1aid down by the state Govermmecits for the lands
and properties wkiX concerned. The lands at Madras are
situated in prime loost’ .3 and will fetch Eaverasl lakhs

per ground ( 2,400 sq.ft.), whoress the Scheme takas
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their value to bs only a few thousandas.

IX. SACRIFICES BY FINANCIAL INSTITUTIIONS

The #Draft Scheme proposes huge saorifices on
the part of the Finmncial Institutions, under the one-

time settlement proposal,

The total sacrifices of institutions/banks aggregate
to Ns. 59 crores approx. The major brunt of this huge
sacrifice will have to be borne by the State Bank of Indis.

RBI guidelines in this regard stipulate that the
amount sncrified by the instituions/banks should be
converted into equity (share capitel), The Draft Scheme
violntes the RBI gukdelines elso in this regard.

Ags 8 mntter of practice therals unanimous opinion
apong the financial institutions, Reseyve Bank of India
and the BIFR =also theat one time settlements involving
huge sanorifices should not be permitted in cases wtiere

the losns snre backed by adequate security ss in thisaonse,

X. PROMOTL:RS CONTRIBUTION - APPROPRIATION OF COMPAKY's

ASSETS

According to the guidelines, the promoter's contri-
bution should be not less than 30 £ of the cost of the
Scheme and the total secrifices, which works out to
Rs. 101,50 coores. But the promoters contribution has
been worked out to Rs., 120.26 crores on by including

procoveds of Resl Kstate ns follows 3



Bquity/ unsecured losns
( from Promoters )

Sale Proceeds of Real Estste
Properties during 1994-98
to 1998-99

Sale of old/surplus machinery

Total ....

in oceoor

49,00

84. 56
6.70

120,28

As par BIFR guidelines, issued ou 186.10. 1993,

the promoters, shall be requires to bring in at lesst

30 £ of the cost of rehabilitation including monetary

value of saarifices by Banks/ Instituiions/ Government,

The promoters' contribution of Rs.

works out to 16 £ of the total cost,

49 crores only

The draft Scheme justifies this in the following

vwords 3

w Considering the capital intensity of the scheme

and co-promoters joining in the propmsed scheme

with attendant uncertainties regarding develop-

ment of certsin properties end higher cash loss

in the textiles division which is to be met by

promoters, inclusion of profitson su.e from resl

estate to the extent of Rs. 6456 lakhs 1n first fiva
years, out of total of Rs. 15,460 lakhs hag besen

considered as part of promoters' contribution,

On this basis, promoters contrib .ti: n vworks out

to W % of the cost of rehabilitation estimeted at

Ns. 30,481 lakhs,

The present promoters stepped into the

management of Binny pursuant to an MOU reached
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between them and IDBI/ SBI only in 1987. 8ince then
the promoters have merely contributed to hike the
accumulnted losses by their mismangament. IThe assets
scquired decades before the present promoters took
reins are to be sold and the sale proceeds reckoned
as promoter's contribution giving reasons which are

totslly untenable,

XI. ROLB OF IDBI - PARTISAN AND MALA FIDB

The Petitioner- Union submits that considering
the aforesaid shocking aspests of the Draft Scheme,
which is bssed on the IDBI's Heport, it is obvious
that the IDBI has shown xka utter lack of bonafide
and hasg in fact contrived with the promoters to hasch
a totally mala fide plsan.

. &Wizgﬂﬂ”“°

The marko; preferencs shown by the IDBI to ]
present promoters is also chdar £from the fact while
-under the proposed scheme, the new co-promoters are to
be allotted shares at a premium of Re. 25/- per share,
the existing promoter was allowed by 1t’ to convert
their unsequred working cepitsl loan to equity at par
even before declaration of sickness. It is to he noted
that in March 1990, the share holding of the Udayar
Group was only Rs. 169.69 lakhs, but by such conversion
of their losn to equity ss par it hed risen to a pheno-
menal Rs, 844 l-khs, by Maroh 1993,

It 1s shocking that despite the oriticism tof the
IDBI by the BIFN iu its procecdings deated 26.6.91 ageinst



the company, the IDBI hns deliberately bent backwards

to enrich the promoters at the cost of the 1n4ultry.

Further, the IDBI has never nppliod its mina
independently to prepare a rehabilitation scheme for
the company. Barlier, in 1990 when it ganctioned =
scheme, it wrs on record before the High Court theat
the company had placed five alternative schemes snd
withdrev all of them, but the one containing the propossl
to shift the Process House from Madras to Bhuvansgiri.
The IDBI mechankcally .anctioned the same without sny
demur, When the Madras High Court directed it to
furnish all relevant materials and information to this
Union, $it refused to do so. Pinally, at the interven.
tion of the High “ourt and the Government of Temil Nadu,
the move to havevendor Operations, maske the process
house at Bhuvanagiri independant of the Mills and the

reauction of work-force was prevented.

Having failed in their ettempts then, the prowovers,
and the IDBI have Joined together to frame a more

fraudulaent schewe for the company now.,

In “moct, even now, the Report of the IDBI ss
Opersting Agency 1is nofvan independent one, but a
plan putforth by the management snd merely approved
by 1tﬂ; The unpardonable mistakes even in the cslcu-
lations in the annexurus to its report: ommitting inter:st

components, only demongtrate this.

Further, the IDBI is & State authority and e
staturoty body. ([t has to function within constitutional

and legal parametres. It cannot ignore the previous
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e F,‘w/'{;"sw
legal proceedings inr thi. _aee snd prepare a nevw

scheme ignoring the esrlier developments set out sbove.

o s 7
The Union submits that the IDBI has prepared }bﬁ}JA G

2
the Repon, whioch is the basis of the Draflt Scheme, A

L/\ﬁ
without considering sll the alternatives =nd discuse

eing with all concerned a: directed by the Board. On
coming to know that it hasg been appointed as the Opera-
ting sgency, the Madras Labour Union wroteto the IDBI
repeatedly, ans mentioned above, to be heard, but to mo
avail., The IDBI would not even scknowledge the Union's

letters,

This can hardly be the attitude, tnén pregdlious
rhgnts of the workers ;r; sought to be violated and huge

sscrifices rre expected of theam,

In formulating its scheme, the IDBI- has not even
consulted the Stete Bank of Indis, ‘hich hrs the largest
stake of morte then Rs. 100 aores in Binny Ltd.

Ledon /? St
The IDBI ha: 8lso not perfiormed the legitimate l% ﬁ%
' A
role of an Operating Agency and has baen s pnrty v RAC

-

to the present promoters removing and selling the
mnchinery and assets of the BIaC Mills Madras
after the present procesedings were initisted. JIu
fact on 16.4,94 the Madr-s High Court had to pass

an interim order restraining this. Thas the
collusion betwaen the IDBI and the present promoters

iz clear nnd the IDBI hes been & par*y to the mis-

ol



feasance and malafaeasance of the Company's assets,

It is therefore submitted that IDBI 1s
unfit = to be the Operating Agency Noth due to past
negligence and its present partisan and mala fide
conduct, The Draft Scheme prepared on the basis
of its Report should not therefore be accepted by
the BIFR, in the interest of the Industry end the 7

o ,/
Public.

"

Nx’”"v” o
/M"ﬁ/

28, NoneReporting of Sickness, Malfeasance and

Misfeasance

From the above, it is crystsl = clear that the
IDBI and the promoters have fasiled in thelr statue
tory duty to report sickness even as early as in

1991, They ought to be prosecuted for the same.

Further, the facts snd circumstances of the

case demonstrate how the promoters have been allywed
to appropriate and dissipate the assets and funds of
the company and the IDBI has convined in doing so.

The proposed scheme is only to help them do so further.
Both the promoters an& the IDBI ought to be therefore
prosecnted for mal¥feasance and misfeasance, Conside-
ring the gxtent of funds and stakes involved, a probe

in this direction and action thereon is seriously called for.
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29. s NORMOUS S FICES B ) S

Over the yeaxrs, the workers of B & C Mills,
Madras, have made considerable sacrifices in the
interest of the Compaiy. As already mentiored earlier,
the strength of workers imn Binny Limited has been
reduced from over 15,000 workers to about 5,000
workers now, This was due to bring the Mill on par
with the rest of the industry.

From the year 1979, the workers had suffered
wage freeze, while the rest of the textile industry
in the State had two wage revisions, The allowances
they gave up in 1981 itself amourted to a savirg of

Rs, 15 Croxes per anrnum to the Company,.

Now the Scheme contemplates a further reduction

of work force and about 2593 workers have been

idertified to be surplus, The average pay of the
workers is about Rs, 2,300/~ and that of the staff
Rs, 2,800/«, Thus on an average, the sacrifice made
by the workexrs would amourt to roughly Rs. 14 Crores
a year, apart from the loss of their very livelihood.
This is far greater than the sacrifice: made by the
promotexs. The compensation payable to the workers
under the Scheme is about Rs, 26,31 Crores, which
would be regaired in the first two years itself,

30, In fact as pointed out earlier, the workers
are being pald nothing more than the statutory
retrenchmet compensation provided for undex the
Industrial Disputes Act. Considering the fact that
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the workers who have all put in the best of their
yoars in the Company and have ¢rossed their prime
and in all likelihood will not find re-employment,
it 1s on y but fair and just that ¢ompensation paid
to the workers should b: mich mae than the
statutory minimum.

31l. In view of the enormous sacrifices made by
the workers, it is only proper and just that workers
be given equity holdings at par, proportionate to
the dues payable to them and pave the way for an
effective participation of workers in the Managemernt
which is the Constitutional goal.

32, T LON ANU LR RE (WJTHE

The statements above show that a lot of
materials and informatic: have been mardpulated
and suppressed in the préﬂgaxation of the Report
by the Operating Agengy. ‘The Draft Scheme published
by the B I F R also is bereft of many of the crucial
detalls and information, which are mecessary to test
the credibility and viability of the Draft Scheme,
In view of all the pitfalls and adverse consequences
of the Scheme, it is mecessary that the workers
should be provided adequate opportunity to be heard
on the Scheme. They are handicwp ped in making
fuller comments on the Scheme in the absence of all
the information ani materials detd led below, This
request is made without prejudice to the request that
the proceedings be dropped,



The Union requests +-at the B 1 F R may
therefore be pleased to furnish them the following
information and materials before proceeding further
to considexr the objections to the Draft Scheme:

(1) The Revised Scheme sanctioned by the
I DB I in December 1992 along with
letters of fxtent by I DB X, I FCI,
ICICI etcy, who have cleared the

Scheme.,

(11) Copies of all the supporting stateme ts
and tables to %'.. 1989-90 I D B I Scheme,
the Revised Schome of 11992 and tho present

A wﬂ’ 7’
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(141) Copies of documents and information
furnished to the B I F R pursuant to the
directions at its hearing on 26,6,1991,

(iv) Copy of the Company's application to the
BIFRIn 1993 with all its Annexuxes
made under Section 15 of the Sick Industrial
Companies ( Special Provisions ) Aect, 1985,

{v) Copies of the proceedings of the Interw
Institutions Meetings convered by the I Db I
from 1989 omwards,

{vi) Aniual Reports of Binny Limited from 1987
omwards upto the latest published report.

(vit) Details of the properties held by the
Real Estate Division as on 31,3,.1993
(valued at Rs, 53,53 Crorxres inthe I DB I
Scheme ) and also of the fixed assets
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proposed to be transferred to stock-in-trade
( enmhancing the value of properties to
to Rs, 75.49 crores ).

(viii) Copies of all staterents/information/
materials furnished by the Company and the
IDBIto the Financial Institutions,
BIFRand the State and Central Govern

ments in connection with the present Scheme,

(1x) Details of all the assets and machireries
belonging to the B & C Mills sold by the
Company after 198!,

(x) Memorandum of Understanding signsd by the
Promoters with the I DB I and State Bank
of India in 1987, when the present promoters
were inducted imto the Company,

(i) el Fh iDA) & Ha Core e L /m,.mp& any 4] Feent p;{»urw/z,v
o oadeinids Ao e ST Myc.@a’;}., it T LR -

oirreR RIRECTIONS SQUGHT

For the reasons stated above, the Madras

Labour Union requests the following

{a) to drop the proceedings before the .
Board in view of the Madras High Court's Proceedings
in w,P, No. 5102/91, G.O. 28 dated 12.3.1992 of the
Tamil Nadu Governmert and the Settlement Jated 26,3,1992
between the Company ard the Madras Labour Union.

(b) Without prejudice to the abowve,
it is requested that in any case the present draft
scheme should be rejected in toto,
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{c) Li the Board thinks fit to proceed
furhter, a fresh draft scheme be prepared through a
new Operating Agency a{(l& removing I L B I as the
Operating Agency with specific guidelines that thers
should be no restructuring of the Company and the
Scheme. should only be for the modermisation ard
rehabilitation of Binny Limited ard with the active
participation of the Madras Labour Union. |

(d) Without prejudice to the above, the
draft scheme may be referrec to 'CRISILY(Credit
Rating Informaticn Services of India Ltd ) for an
1rdopendeﬁt assessmert of the gredibility and
viability of the Schewe,

Sa[/-"
MADRAS PRESIDENT
8th June 1994 MADEAS LABOJR UNION,

J 76, Shadora Roed
Moebren — 0w O)2—
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.
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