DEED OF HYFOTHECATION

0F HYFPOTHE gxecuted at Calcutta

Nevermber ime Thousand Nine Hundved
e Elgue Folvesters Lid., s Company within the
LETs 1934 ¢4 1 of 1954 1 and

—
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raving  1t= Regietered Gffice at Elgue Houss, 10, Crooked ane,

Celoutta - 700 0&% (hereinzfisr referved to az "the FBorrower!
hich expression shall, unless it be repugrant o the zubject or

contexrt theieof, include its successors and assighns) .

IN FAYOUR OF -

INDUETR] AL DEVELORMEMT  BARE  OF INDIA, a corporslian
established under the Industrial Pevelopment Bank of India  Act,
176y (18 af 1784) and havirmg its Hesd Gfifice at IDBRI Tower, Cuffe

Farade, Uolsbe, Bosbey 4uo 005 ihereinatte refarred toc as  the

"Lenders"  which expression zhall, unless it be repugnant to  the

wihject oy contest ths P e anclgde (te cuccessors and asseigns)
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WHEREAS

*r(i) By an Agreement dated the 9IRK day of Novemper 1994

enteyred into between the Borrower and the Lenders {hereinaf ter

referred to as " Foreign Currency Loan Agreement” ) the Lenders
h agreed to lend and advance to the Borrower and the
Borrower has agreed to bhorrow from the Lenders Foreign Currency

b.oan of US $ 9.524 million eguivalent tao Rs.3000 lakhs
{hereinafter referred to as “"the Loan®) on the terms  and

conditions contained in the Foreign Currency boan Agreement.

() One of the conditions of the Loan Agreement is +that the
lLoans  together with all interest, liguidated damages. premia on
prepayment or on redemption, costs, charges, expenses and all
OTie2r monies whatsoever as stipulated the Loan Agresment shall be
Secured, 1nTev-alie, by s Ffirset charge by way of hypothecation of
211 the Borrower’s moveables {(save and except bDook  dabizl
including movesble machinery, machinery spares=, tools ared
accEssories, gpresent and future, subject to prior chavges created
end/ oy to be created in favour of the Barrgwair "s bankers on the

Borrower s stocks of raw materials, semi-finished and finished

goods, consumable stores and book debte and such other moveables
1
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&5 may be agreed to by the Lenders (hereinafter referred to as=s
“the  Bankers’ @Goods") for securing the borrowings far working

tapital requirements in the ordinary course of business.

(3: The Lenders have called upon the Borrower to exaciite thege

py==efits which the Borrower has agreed &0 do  in the manner

hefeinafter Exprescsed.
NRW THEREFORE THESE FREESENTS WITNESSETH THAT :

1 In pursuance of the Loan Agreement and in consideration of
the Lendesrs having lent and advanced and/or agread to lend and
advance the Loams to the Borrower for the purpases and subject to
the terms  and conditions set cut in the Loan Agreement apd ir
consideration of the premises, the Horrower doth hereby covenant
wi%  the Lenders that it zhall repay the Loans to the Lenders and
shall pay all interest, liguidated damages, premia on FYyepaviment
Cr  on vedemption, costs, charges, expences and &1l other monies
whatsoever including any increase as a resulit of
devaluatimn/revaluatimn/f1uctuatian in the ratess of exchanuge  of
foreign currencies inyalved, as stipulated and in the LRFANET set
out in the Loap Agreement and shall doly obhserve and perform all

the termz ang canditions of the Loan Agreamnsnt.
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= In pursuance of the Lpan Agreement and for the consideration
aforesaid, the whole of the moveable properties af the Borrpwer
including its moveable plant and machinery, machinery spares,
tools and accessoriegs and Dther moveables both present and future
(save and ercept book debts) whether installed oy net and whether
ne iying loose or in cases or which are now lying or stored in
DFT about or shall hereafter from +time tm time during the
continuance of these presents be Brought into or upen oy be
stored or be in or about all the Borrower's factories, premizes
and godowns wherever else the same may be or be held by any party
to  the aovder or disposition of the Borrower or in the course of
transit or on Figh seas or on order or delivery <(hereinafter
collectively referred to &8 "the said Goode") short particulars
whereof are given in Schedule hereto, are hereby hypothecated as

and by way of first charge to the Lenders as security for and he

chi. <ed with the repayment of the Loans and repayment or payvment
of  other wmornies inciuding aill interest, liquidated damages,
premia  on brepayment or on redemption, cests, charges  and

grpenses and &l other monies due to the Lenders under the Loan

Agreement  and Eridge Loan fgresmentisl, xf any  and/ur thess

I}

preze&nts., provided that the charge of the Lenders thevaos  ghall
be subject tg the tharges created and/or to be created by the

Borirower in favour of its bankers on the Eankers? Hoods, to

MJ %/
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secure the borrowings in the ordinary course of the businmecs o f

the Borrower for ite warking capital requirements .

3 In further pursuance of the Loan Agreement and  for the
consideration aforezaid, the Borrower doth hereby further agree,

declare and covernant with the Lenders as follows:-

(1) The EHorrower zhall at itg expence keep the =said goods  in
marketable and good  condition and subject to  any Pari Fasu
Arrangement  as and when arrived at hetween the BEorrower and the
Lenders (hereinaftier referred to as “the Fari Fassu Arrangement )
insure the same in the ioint names of the Borrower and the
Lendars  ag provided in the Loan Agreement against any lose o
damage by theft, fire, lightning, sarthguake, explosion, rict,

strike, givil coemmotion, storm, tempest, flood, marine risk,

ey fion visk, war risk and such other risks asz the lL.enders shall
from time to time Yequire, with an  insurance company oy
Companies. The EBorrower ehall deliver to the Lenders the

relevant policies of insurance duly assianed to the IDBI  &snd
maintain  eueh insgrance throughout the continuance of the
BECUrity of these preserts and deliver to the Lenders the renewal
receipts  therefor and shall duly and punctually pay atl premia

ard shall mot deo ar =uffer to be done or omit to do or be dons
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any act which may invalidate or avoid such insurance. In default
the Lenders may (but shall not be bound to3} keep in good
condition and render marketable the said Goodse and take out/rvenew
such insurance. Any pramium paid by the Lenders and any costs,
charges and erpenses incurred by the Lenders shall within 30 days
f receipt of notice of demand from the Lenders he veimbursed to
the Lenders together with interest thereon at the applicable
rates foer nermal lecans  on the date of the Loan Agreement,
computed from the date of payment and until =uch reimbursement by
the Eorrower the same shall be debited to the Borirawer’s lLoan

fecount and be a charge on the said Goods.

{2) The nominess of the Lenders shall, without any notice and at
the risk and expense of the Rorrower, be entitled at all times to
poter  any place where the said Geods may be and inspect, value,
insure superintend the disposal of and take particulars of all ov
any part of the said Goonds and check any statement, accounits,

reports and information.

(3) Im the event of any breach or default by the Borrowey in the
performance  of  its obligstions mereunder or any of the terms,
covenants, obligations and conditions stipulated in  the Loan

agreement or the related serurity documents or the deeds executed
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ar that may hereafter be evecuted By the Borrower in  favour of
the Lenders, or in the event of the Eorrower failing to pay
either the interest or amy instalments/s of the principal of the
Loans, aor in the event of the charge or the security created in
favouyr of the Lenders having become enforeceable for &Ny reason
wbataoever, subject ta Pari Passu Arrangsment, the Lenders or it
nL,fnées shall, in case such breach or default is not remedied by
the Borrower to the saticsfaction of the Lenders, within a period
of fifteen days from the date of intimation by the Lenders of
such breach or default or such extended time as may he granted o
the Lendere in writing, without any notice and without assigning
any  reason  and at the risk and expenze of the Borrower and 1f
necessary as  Attorney for and in the name of the FRorrower be
entitled +to take charge and/or pesession  of, seire, recover,
receive appoint receiver of and remove them and/or sell by public
a@ ton or by private contract, despatch or consian for
realisation or otherwise dispose of or deal with all or any part
of the said Goods and to enforce, realise, cs=ttle, compromise and
deal with any riahts or claims relating thereto, without being
bound to exercisze any of these Forers oy be lizbie for any losszes
In the exerciss or Mon—exercios therent and without prejudice o
the Lenders’® rights and remedies of suit = otherwise.

Notwithstanding any pending =uit or cother proceeding, the Borrower
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undertakes to give immediate POZEEsSsiaon to the nomineses of  the
Lenders on demand of the said Goods and to transfer, and to
deliver to the Lenders all relative bills, contracts, Ssecurities
and  daocuments and the Borrower hereby agress tgo accept the
Lenders® account of sales and reazlicsations as sufficient pronft of
ampounts realised and relative Expenses and to pay on demand by
t ' Lenders any shortfall or deficiency therehy shown, Provided
however that the Lenders shall not be in  any way liable or
responsible  for any loss, damage or depreciation that the saig
Goods may suffer or sustain on any FCCount whatspever whilst tha
S&ME  are in Prossession of the Lenders or by reaspn  of the
EXETC1Se Or non exercise of righte and remedies available to  the
Lenders a= aforeszaid and that all guch  loss, damage or
depreciation shaill be wholly debited to  the account of the

Borrower howspever the same may have been caused.

{4) The Lenders at any time after the SECUTI By hereby
constituted has Become enforceable and whether or not  the
Lenders shall then have enterad into or talep Fossescion of and

in addition to the Fowers hereinbefore conferred upon the Lenders

after such entyy  into or taking possscsing of, may have a
receiver o receivers appointed of the said Boods or any part
theroof . The following provizions shalil alsn apply to mach

Feceiver:
Y 1
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shall have and exercise all powers and authorities vested in  the

Lenders:

(h)

Unless otherwise directed by the Lenders, such Receiver

Such Receiver shall, in the exercise of his powers,

at norities ang discretions, conform to the regulations and

directions from time to time made and given by the Lenders;

() The Lenders may from time to time fix the
remunerstion of such Receiver and shall direct paymernt
thereof out of the sale realisation of the =aid Gnodes ,
but the Borrower alone shall be liable for the paymeant

of such remuneyvationg

(d) The Lenders may from time to time and at &Ny
time require such Receiver to give security for the due
performance of his dutiec as =such Recsiver and may fiu
the nature and amount of the security to he given to
the lenders but the Lenders shall not be bound to

reguire such security in any Case;

b e
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(e) The Lenders may pay over to ¢ 4
monies constituting part of the =¢o
dintent that the zame may be applied
hereaf by such Receiver and the Lends
sto time determine what funds the Recel
liberty to keep in hand with a view to

wf his duties as such Receiver:

(G580 Every such Recegivey shall
the Horrower for all puwrposes and the
zhall be responsible for his atts and
misconduct and liable on any contract
made oy entered into by him and for h

and IDBI shall not incur Any

H

£

respansibi ity therefor by reason of &

consenting to his appointment as such F

(53) Bubject to the Fari Fassu Agreemen
Goods and all sale realisations and ins
thereof and all documents wunder this
always be kept distinguishable anr
exdclusive propervty of  the Lesryedesy
sppropriated. to this security and be
uwnder the directions of the Lenders a.
zhall not create any charge. mortgage
i
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encumbrance upon or over the same; or any part thereof
mxcept in favour of the Lenders nor suffer any  such
charge, mortgage, lien or other encumbrance or  any
attachment or distress to affect the same or any part
thereof nor do or allow any thing that may prejudice
this security and the Lenders shall be at liberty to
incur all costs and expenses as may be necessary to
preserve  this security and to maintain the sSame
uwndimimished and claim reimbursement theregf as
mentioned in sub-clause (1) hereof PROVIDED that
except to  the extent specifically permitted by the
Lenders, the Borrower shall not sell all or any of the
Said Goods. The Borrower shall on any and every such
sale pay to the Lenders, if so required by them, the
net proceeds of the sale or disposal in satisfaction,
£0  far as the same shall extend, of the monies, dus
and payable by the Borrower to the Lenders PROVIDED
that the Borrower may without payment to the Lenders,
Ls; the Lenders =0 agre=s, replace the outmoded

~equipment by equipment of equivalent or greater value.
(&) The Borrower shall, whenever required by the

Lenders, give fuli particulars to IDERI of all the

assets of the Borrower and of the said Boods and shall
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furnish and verify all statements, reports, returns,

certificates and information from time to time amd as
required by the Lenders and make furnish and execute
alil necezsary documente to give effect o this

security-

(7) This security shall be a continuing security for
repayment  of  the Loans together with all  interest,
liguidated damages, premia on prepayment ani
repayment or payment of all cther monies dus to  the
Lenders under the Loan Agresment and/or thece presents,
and shall not affect, impair or discharge the liability
of the Borrower by winding vp (valuntary or ctherwiee)
ar by any merger or amalgamation, reconstruction or
otherwise of the Borrower with any other company or
take over of the management or nationalisation of the

undertakingi{i=s} of the Eorrower.

(&) The EBEorrower herreby declares that the said Goods
are and will at all times be the absclute ogroperty of
the Fovrower at the sole disposzal of the Borrowsr  and
subject ta  the charges crested and/or to be created
with the specific permission of the Lenders be free

Trem  any prior charge, trust, pledage, lien, claim or
M L‘(‘Q/
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encumbrance and  as to future goods the same shall
likewise he the unencumbered, absolute and disposable
Property of the Borrower with full Ppower of disposition
over the same Frovided that the Borrower shall be
entitled at all times to sell or dispose of the
Banker=" Goods in the ordinary course of business and
also to hypothecate the Barkers’ Goods by way of Ffirgt
Charge in favour of its Bankers, such charge(s) in
favour of the Bankers te rank in priority over the

charge harehy crested.

(%) The Borrower hereby appoints the Lenders as ite
attorney and authorises +the Lenders to act for and in

the name of the Borrowsr to do whatever the Borrower
may be reguired +to do under these presente and
generally +to usze the name of the Borvyowsr in the
exerciss of all or eny af the powers by these precsents
conferred  on the Lenders and the Borrower shall hear

the expenses that may be incurred in this regard.

(10} Nothing herein shall prejudice the rights o
remzdice of the Lenders in respect of any preszent
oy futures security, guarantee, obligation or decree for
any  indebtednese or lisbility of the Horrower +to the

lenderc.



(11) The Borrower agrees and undertakes to confirm the

Fari Fassu Arrangement.

(1£2) The provisions contained herein shall be read in
conjunction with the provisions of the Loan Agreement
2& amended from time to time and to the extent of any
inconsistency or repugnancy the latter shall prevail to

211 intents and purpose=.
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THE SCHEDULE AEROVE REFERRED TO

{(Short particulare of moveabie properties)

The whole of the moveable properties of the Horrower
including its moveable plant and machineiry, machinery spares,
tools and accessories and octher moveables koth present and
f are, (save and except book debts) whether installed or not arid
whether now 1lying leoose or in cases orF which are now lying or
stored in or about or shall hereafter from time to time during
the continuance of the szecurity of these presents be bhirought into
or upon  or be =stored or be in or abhout all the Borrower®s
factories, premises and gadowns wherever else the zame may be or

be held by amy party to the order or digposition of the Rorrower

oy in  the course of transit or on high seas or or order, or
gelivery, hoWwsoever and wherecsosver in the posseszion of the
K owey and either by way of cubstitution or addition.
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IN  WITNESS WHEREOF the Borrower has caused 1ts Common =eaxl
te be affixed hereto on the day, month and vea- first ahove

writtena.

The Common Seal of Elque Folyester
! 1ted has, pursuant ta  the
Resolution of ite Board of
Birvectors passed in that behalf on
the Z2&th day of August 1994

nersunto been affized ir the

JPWp&“e&aenaa of Shri Aefd K- 63_7;? _%*‘{/L/L”‘/L

Director and Shri T-A- Nair
Avthorized peyrson who have »
| . e
/ signed thess present in token s
I /
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