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CHAPTER I: DEFINITIONS & ABBREVIATIONS

CONVENTIONAL/GENERAL TERMS AND ABBREVIATIONS

Act The Companies Act1956 and amendments thereto

Articles Articles of Association of the Company

Auditors S.R. Batliboi & CompanyChartered Accountants22Camac StreetBlock ‘C’3rd
FloorKolkata 700 016

AGM Annual General Meeting

Board or Board of Directors Board of Directors of Upper Ganges Sugar & Industries Limited or a Committee
thereof

BSE Bombay Stock Exchange Limited

Capital or Share Capital Share Capital of the Company

CDSL Central Depository Services (India) Limited

CSE The Calcutta Stock Exchange Association Limited

DP Depository Participant

ECS Electronic Clearance System

Equity Share(s) or Share(s) means the Equity Share of the Company having a face value of Rs. 10/-

Equity Shareholder means an Equity Shareholder of Upper Ganges Sugar & Industries Limited

FDI Foreign Direct Investment

FEMA Foreign Exchange Management Act1999

FI Financial Institutions

FII(s) Foreign Institutional Investors registered with SEBI under applicable laws and
rules

FY / Fiscal Financial Year ending March 31 or June 30as the case maybe

GoI Government of India

INR or Rs. Indian Rupee

IT Act The Income-Tax Act1961 and amendments thereto

MD Managing Director

Memorandum Memorandum of Association of the Company

MoU Memorandum of Understanding

NR Non Resident

NRI(s) Non Resident Indian(s)

NSE The National Stock Exchange of India Limited

NSDL National Securities Depository Limited
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Upper or Issuer or the Company Upper Ganges Sugar & Industries Limited
or we or our / us

RBI Reserve Bank of India

ROC Registrar of Companies

SEBI Securities and Exchange Board of India

SEBI Act1992 Securities and Exchange Board of India Act,1992 and amendments thereto

SEBI DIP Guidelines SEBI (Disclosure and Investor Protection) Guidelines2000 issued on January
192000 read with amendments issued subsequent to that date

Takeover Regulations SEBI (Substantial Acquisition of Shares and Takeovers) Regulations1997 and
amendments thereto

WTO World Trade Organisation
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ISSUE RELATED TERMS AND ABBREVIATIONS

CAF Composite Application Form

Consolidated Certificate In case of physical certificatesthe Company would issue one certificate for the
Equity Shares allotted to one folio

Designated Stock Exchange Bombay Stock Exchange Limited (BSE)

Draft Letter of Offer Draft Letter of Offer filed with SEBI on March 13, 2006 for its Comments

Enam or Lead Manager Enam Financial Consultants Private Limited

Issue/ Rights Issue Issue of 4,552,852 Equity Shares of Rs. 10 each for cash at a premium of Rs.140
per share on rights basis to existing Equity Shareholders of the Company in the
ratio of 13 Equity Shares for every 20 Equity Shares held on the Record Date
being June 16, 2006 aggregating Rs. 6829.28 lacs

Issue Closing Date July 27, 2006

Issue Opening Date June 28, 2006

Issue Price Rs. 150 per Equity Share

Investor(s) Shall mean the holder(s) of Equity Shares of the Company as on the Record
Datei.e. June 16, 2006

 Letter of Offer Letter of Offer dated June 14, 2006 as filed with the Stock Exchanges after
incorporating SEBI comments on the Draft Letter of Offer

Offer The Issue of Equity Shares pursuant to the Letter of Offer

Record Date June 16, 2006

Registrar to the Issue or Registrar Intime Spectrum Registry Limited

Rights Entitlement The number of Shares that a shareholder is entitled to apply in proportion to his/
her shareholding in the Company as on the Record Date

Stock Exchange(s) Shall refer to the BSENSE and CSE where the Shares of the Company are presently
listed

COMPANY/INDUSTRY RELATED TERMS AND ABBREVIATIONS

ISMA Indian Sugar Mills Association

TCD Tonnes crushing per day

SAP State Advised Price

SMP Statutory Minimum Price
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CERTAIN CONVENTIONS; USE OF MARKET DATA

 In this Letter of Offer the terms “we”“us”“our” or “the Company”unless the context otherwise implies, refer to Upper Ganges
Sugar & Industries Limited.

For additional definitions used in this Letter of Offersee the section “Definitions & Abbreviations” on page i of this Letter of Offer.

Market data used throughout this Letter of Offer were obtained from industry publications and internal Company reports.
Industry publications generally state that the information contained in those publications has been obtained from sources
believed to be reliable but their accuracy and completeness are not guaranteed and their reliability cannot be assured. Although
we believe market data used in this Letter of Offer are reliableit has not been independently verified. Similarlyinternal Company
reportswhile believed by us to be reliablehave not been verified by any independent sources.
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FORWARD-LOOKING STATEMENTS

This Letter of Offer contains certain “forward-looking statements”. These forward looking statements generally can be identified
by words or phrases such as “aim”“anticipate”“believe”“expect”“estimate”“intend”“objective”“plan”“project”“shall”“will”“will
continue”“will pursue” or other words or phrases of similar import. Similarlystatements that describe our objectivesplans or
goals are also forward-looking statements.

All forward looking statements are subject to risksuncertainties and assumptions about us that could cause actual results to
differ materially from those contemplated by the relevant forward-looking statements. Important factors that could cause actual
results to differ materially from our expectations includeamong others:

1. Our ability to successfully implement our strategyour growth and expansion plans and technological changes;

2. Increasing competition in and the conditions of the Global and Indian sugar industry;

3. Increasing employee costs;

4. Manufacturer’s defects or mechanical problems in our plant and machineries;

5. Cyclical or seasonal fluctuations in our operating results;

6. General economic and business conditions in India;

7. Changes in the value of the Rupee and other currencies; and

8. Changes in lawsrules and regulations that apply to the Indian and Global sugar industry.

For further discussion of factors that could cause our actual results to differsee “Risk Factors” beginning on page vi of this Letter
of Offer. By their naturecertain market risk disclosures are only estimates and could be materially different from what actually
occurs in the future. As a resultactual future gains or losses could materially differ from those that have been estimated. Neither
our Companythe Lead Manager nor any of their respective affiliates have any obligation to update or otherwise revise any
statements reflecting circumstances arising after the date hereof or to reflect the occurrence of underlying eventseven if the
underlying assumptions do not come to fruition. In accordance with SEBI requirementsour Company and the Lead Manager will
ensure that investors in India are informed of material developments until such time as the grant of listing and trading permission
by the Stock Exchanges.
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RISK FACTORS

Investors should consider the following risk factors together with all other information included in this Letter of
Offer carefully, in evaluating us and our business before making any investment decision. This Letter of Offer
contains forward-looking statements that involve risks and uncertainties. Such statements can be identified by the
use of forward-looking terminology such as “may”, “believes”, “aim”, “expect”, “anticipate”, “intend”, “estimate”,
“will”, “shall”, “will continue”, “will pursue”, “plan”, “project”, “likely” or other similar words. Our actual results
could differ from those anticipated in these forward-looking statements as a result of various factors, including
those set forth in the following risk factors and elsewhere in this Letter of Offer.

An investment in equity shares involves a high degree of risk. You should carefully consider all the information in
this Letter of Offer, including the risks and uncertainties described below, before making an investment in our
Equity Shares. If any of the following risks actually occur, our business, results of operations and financial condition
could suffer, the price of our Equity Shares could decline, and you may lose all or a part of your investment. The
financial and other implications of material impact of risks concerned, wherever quantifiable have been disclosed
in the risk factors mentioned below. However there are a few risk factors where the impact is not quantifiable and
hence the same has not been disclosed in such risk factors.

This Letter of Offer also includes statistical and other data regarding the Indian Sugar Industry. This data was
obtained from industry publications, reports and other sources that we and the Lead Manager believe to be
reliable. Neither we nor the Lead Manager have independently verified such data.

INTERNAL RISK FACTORS

1. Our directors, Shri C.S. Nopany, Lt.Gen K Chiman Singh PVSM (Retd) and Shri P K Lakhotia are involved in
criminal litigations.

Our directors, Shri C.S. Nopany, Lt. Gen K Chiman Singh PVSM (Retd) and Shri P K Lakhotia are involved in
criminal cases. For further details, please refer to the section titled “Litigations against Directors” on page no.
189 of this Letter of Offer.

2. We have incurred losses in the financial years 2001-2002 and 2002-2003.

We have incurred losses in financial years 2001-2002 on account of depressed sugar prices and in 2002-03
particularly on account of landmark judgment of Honourable Supreme Court that upheld the right of Uttar
Pradesh Government to fix the State Advised Price (SAP) of sugarcane at higher levels than the SMP prescribed
by Central Government under the Sugar Cane (Control) Order, 1966 thereby setting aside the order of the
Allahabad High Court which had held SAP to be untenable. As regards other States, like Bihar, Punjab, Haryana,
the orders of the respective High Courts have been set aside and the writ petitions have been remitted back to
the respective High Courts for fresh consideration in accordance with the applicable laws of those states. The
sugar industry in Uttar Pradesh, subsequently filed the review petition, but the same was also dismissed. On
account of the above, we made a payment of Rs. 3326.40 lacs towards differential cane price liability for the
sugar seasons 1996-97, 2002-03 and 2003-04, as a result we incurred loss in financial year 2002-2003. Further
we also had negative cash flows for the financial years 2000-01 and 2004-05 amounting to Rs. 17.95 lacs and
Rs. 126.64 lacs respectively. Details of our restated profit/(loss) during last five financial years and six months
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ended December 31, 2005 are as follows:

(Rs. in lacs)

Financial Year ended June 2001 2002 2003 2004 2005 Six months
ended
December 31,
2005

Profit / (Loss) after exceptional items 188.63 (511.67) (1188.48) 580.87 3031.12 1789.67

Such events in future, if occur, may affect our profitability and liquidity position adversely.

3. Our success is substantially dependent on our management team

The success of our business is substantially dependent on our management team and key personnel and their
loss could adversely affect our business. Further, our ability to maintain our position in the sugar industry
substantially depends on our ability to attract, motivate and retain such personnel.

4. We are involved in certain legal proceedings, incidental to our business and operations, which if determined
against us, could have an adverse impact on our results of operations and financial condition.

We have filed legal proceedings to contest demands and claims raised by concerned authorities in various
matters aggregating to Rs. 616.38 lacs. This amount includes Rs. 64.48 lacs towards Sales Tax matters, Rs.
356.98 lacs towards Civil Cases, Rs. 174.99 lacs towards Excise Duty matters, Rs.19.93 lacs towards recovery
proceedings.

We are also defendants in various pending litigations aggregating to Rs. 405.75 lacs which include Rs.13.47
lacs towards labour cases, Rs. 40.26 lacs towards Civil Cases, Rs. 49.75 lacs towards Motor Car Accident
Claims and also includes Show Cause Notices amounting to Rs. 302.27 lacs.

For more information on ‘Litigations initiated by us’, ‘Litigation initiated against us’ and ‘Litigation initiated
against our Group Companies’, please refer to section titled “Outstanding Litigations” on page no.165 of this
Letter of Offer.

5. There was shortfall in performances vis-à-vis projections made in relation to our earlier rights issue.

We made a rights issue in 1994 and made certain projections in that issue. We could not achieve the same. For
further details, please refer to section titled “Promise vs. Performance” on page 247 of this Letter of Offer.

6. There are certain qualifications in the Auditors’ Report dated March 6, 2006 regarding non-provision/ non-
adjustments of some liabilities. In case these liabilities crystallises , it may adversely impact our financial
condition.

Our Statutory Auditors, in their report on restated financial statements dated March 6, 2006 have made the
following qualifications:

“Attention is drawn to Note Nos. 1(a) and 1 (b) on Annexures-6 and 21, regarding non-adjustment of certain
realisations in earlier years aggregating to Rs.157.69 lacs and non-provision of interest payable thereon, if any,
in case of refund of such realisations. As the matters are under adjudication /not yet settled, the impact of
above non-adjustment on the Company’s profit is not presently ascertainable:

1(a) Pending disposal of writs / appeals by the Hon’ble Courts with regard to levy sugar prices for some years,
Rs. 103.05 lacs (net) received as excess levy sugar price, against which bank guarantees furnished by the
Company for Rs. 80.62 lacs, are in force in terms of the court orders, is included under the head ‘Current
liabilities’. Necessary adjustment for the above amount together with interest, if any, will be made in the
accounts as and when the matter will be finally settled.
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1(b) Pending decisions of the various courts on writ petitions filed by/ against the Company, no credit has
been taken in the Profit and Loss Account in respect of certain realisations aggregating to Rs.54.64 lacs in
earlier years, which continue to be shown under the head ‘Current Liabilities’. Against the above, fixed
deposits receipts / bank guarantees for Rs.44.47 lacs have been furnished by the Company”.

For further details, please refer to the section titled “Financial Information of the Issuer Company” on page no.
84 of this Letter of Offer.

7. As of December 31, 2005, we had some contingent liabilities, determination of which against us may adversely
impact our financial position

As of December 31, 2005 the contingent liabilities appearing in our restated unconsolidated financial statements
are as follows:

Rs. In lacs

Nature of Liability As at 31st December, 2005

Claims against the Company not acknowledged as debts 80.33

Various Government demands under dispute and /or under litigation 221.58

Guarantees given to a bank against loans to cane growers 900.00

Against the above, the loan facilities actually availed as on the balance
sheet date aggregated to 844.63

Custom duty in respect of pending export obligation against duty free imports 245.81

Additional liability, if any, under clause 5A of the Sugarcane (Control) Order,
1966 for sugarcane purchases during sugar season 2004-05 in respect of
Company’s Hasanpur Sugar Unit (amount unascertainable)

8. Conflict of Interest

Some of the ventures promoted by our promoters viz. Gobind Sugar Mills Limited and The Oudh Sugar Mills
Limited are also engaged in sugar business. Presence of these companies in the same line of business may
lead to the conflict of interest between our Company and our promoters as our promoters may pursue such
policies which may be favourable for Gobind Sugar Mills Limited and The Oudh Sugar Mills Limited but may
be unfavourable for us.

9. We are subject to restrictive covenants in certain short-term and long term debt facilities provided to us by
our lenders

We have taken long term and short term loans from FIs/Banks. As per the signed loan agreements with them,
there are certain standard restrictions imposed on us regarding entering into any scheme of merger,
amalgamation, compromise or reconstruction, changing the ownership, control or management of the
Company, amendment to the Memorandum or Articles of Association of the Company, effecting change in
capital structure, incurring any capital expenditure in excess of the depreciation provided in previous financial
year, declaration or payment of dividend out of reserves, undertaking any new project or expansion or make
any investment or take assets on lease, not to create any additional encumbrances on the assets of the Company,
not escrow future cash flows of the Company or create any charge or lien or interest of whatsoever nature
thereon, making investments in or lending /advancing funds to or placing deposits with any other company,
entering into secured or unsecured borrowing arrangements with banks, FIs, companies or other persons,
undertaking guarantee obligations on behalf of any other companies or persons, sell, assign, mortgage, or
otherwise dispose off any of the fixed assets, undertaking unrelated trading activities, and other such matters.
We are required to obtain their prior approval before initiating such changes.
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10. We are operating in a highly regulated market. Policy decisions by the Government may not be favourable
and that may have an impact over our revenues and profitability.

Sugar, being an essential commodity, is subject to various restrictions and regulations imposed by the State/
Central Government like Government controls over fixation of cane price, distribution and sale of sugar, both
levy and free, because of the release mechanism. As such the performance of our company at par with the
industry depends upon Government policies and regulations.

11. Removal of delicensing of sugar industry may affect our growth plans.

The sugar industry was delicensed by Central Government through notification dated September 11, 1998.
The validity of the said notification was challenged in the Allahabad High Court. The Hon’ble Court quashed
the said notification, and accordingly sugar industry continues to be under licence regime. An appeal was
preferred against the order of Allahabad High Court before the Hon’ble Supreme Court. The Supreme Court
was pleased to admit the appeal and granted an interim stay against the operation of the order of the Allahabad
High Court. The matter is pending before Supreme Court of India for hearing. In the event Supreme Court
upholds the judgment and order of Allahabad High Court, it may affect our growth plans in respect of our
sugar business.

12. Our business is seasonal. It is dependent on agricultural production. Diversion of our primary raw material
(sugarcane) to alternative usage may affect our operations adversely.

Sugar industry and tea industry both are agro based industries and their main raw materials are sugarcane
and tea leaves. In India, agriculture is primarily dependant on climatic conditions because of inadequate irrigation
facility and other weather conditions. Therefore, in any year, if there is a shortfall of sugarcane production and
tea leaves on account of adverse climatic conditions, our performance may be affected adversely. In the past,
our operations have been affected due to lower availability of sugarcane crop and its diversion to alternate
sweeteners.

13. Sugarcane is the principal raw material used for the production of sugar. Our business depends on the
availability of sugarcane and any shortage of sugarcane may adversely affect our results of operations. A
variety of factors beyond our control may contribute to a shortage of sugarcane in any given harvest period.
Some of the main factors that could contribute to a shortage of sugarcane are set forth below. Farmers may
not cultivate sugarcane and may cultivate other crops.

We do not own any land for the cultivation of sugarcane and we purchase all of our sugarcane directly from
independent farmers. Under Indian law, any farmer who grows sugarcane within 15 kilometres of our mill,
known as our reserved area, is required to sell the sugarcane to us and we are bound by law to purchase the
sugarcane grown within our reserved area. However, the farmers within our reserved area have no legal or
contractual obligation to cultivate sugarcane and may instead grow other more profitable crops. If the farmers
within our reserved area cultivate other crops, or otherwise limit their cultivation of sugarcane, we may have
a shortage of raw material. Any reduction in the supply of sugarcane may adversely affect our results of
operations and financial condition.

14. In the event the existing barriers to the import of sugar are lifted, we may face significant competition in
our business from international sugar manufacturers which may adversely affect our profitability.

Historically, we have not had substantial competition from imported sugar in India. Imports of sugar into India
have been low in the past primarily due to tariff and non-tariff barriers such as transportation costs, lack of
suitable storage facilities at ports and quota limits. India is a member of the WTO, which, under the framework
of GATT, is likely to reduce tariff and non-tariff barriers. If the Government creates incentives for sugar imports
or reduces import tariffs, we may face stiff competition in the domestic market from foreign producers. This
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could lead to increased competition from imported sugar and could cause a reduction in domestic sugar
prices which may lead to lower profits for us in the future. Government policies have changed frequently in
the past and may be subject to frequent changes in the future also. The Government has reduced the tariff on
imports of raw sugar imported for the purposes of refinement from 60% to 0% with a re-export obligation
within a period of 24 months. As a result, several domestic sugar manufacturers along the coast have commenced
refining operations using imported raw sugar. Refined sugar is typically more expensive than the raw sugar
which we produce. However, the tariff reduction on sugar imported for refinement purposes may result in
increased refined sugar supplies in the domestic market at lower prices. As a result, we may face competition
from refined sugar which may adversely affect on our results of operations and profitability.

15. Some of the government approvals/licensing arrangements required by us are pending for renewal.

Our Company is required to obtain several government approvals/ licenses/ permits/ consents/ registrations
under various statutes. Our Company has applied for the renewal of the said approvals which are still pending.
Non-renewal of any of these licenses/approvals may impact our business adversely. The said approval/license
pending for renewal are as follows:

Name of the Act under
which licence is granted

Name of the
Licence

Licence issuing
Authority

Licence No/Date Validity Status

Seohara Sugar Unit
Prevention of Food and
Adulteration Act, 1976

Under Food
Adulteration Act -
for Sugar &
Molasses

Chief Medical
Officer, Bijnor

S-01/2005-06 Upto 31.03.2006

The Arms Rules, 1962 Sulphur Storage
Licence

District Magistrate,
Bijnor

Licence No. II Upto 31.12.2005

Rules 5 of Hazardous Waste
Rules, 1989 (as amended)

Hazardous waste
consent for sugar
unit

Uttar Pradesh
Pollution Control
Board, Lucknow.

F 2 9 7 3 2 / C - 7 /
Harzardous/auth./
20/MBD/04 dt
31.3.04  

Up to December
2005

Seohara Distillery

Uttar Pradesh Govt. Provincial
Excise Act, 1910

Mfg. Licence of
Distillery-PD-2

Excise
Commissioner
(U.P.)

PD-2 Up to March, 2006

Uttar Pradesh Govt. Provincial
Excise Act, 1910

For denaturant
Storage & Mixing
of Spirit

District Excise
Officer, Bijnor.

No. 1/EC/4041990-
91 DS 1

Up to 31.03.2006

Uttar Pradesh Sales of Motor
Spirit, Diesel Oil & Alcohol,
Taxation Act, 1939

Registration for
Sale of Spirit

Distt. Excise
Officer, Bijnor

1/164EC
08.04.1992

Up to 31.03.2006
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Name of the Act under
which licence is granted

Name  of the
Licence

Licence issuing
Authority

Licence No/Date Validity Status

Sidhwalia Sugar Unit

Factories Act, 1948 and rules
thereunder

Factory Licence The Chief Inspector
of Factories, Patna
and Inspector of
F a c t o r i e s ,
Chhapara

781/GNJ Upto December
2005

Bihar Molasses(Control) Act,
1947

Molasses Storage
Licence-Sugar
unit

The
Superintendent of
Excise, Gopalganj

15/87 Upto December
2005.

Standard Weight & Measure
Packed Commodities) Rules,
1977

R e g i s t r a t i o n
under Packed
Commodi t i es -
Sugar

Directorate of
Weights &
Measures, New
Delhi

Applied for vide
letter No.S/1396/
2004 Dated
02.12.2004

Applied for to
“The Controller,
Legal Metrology,
Bihar, Patna

The Petroleum Act, 1934 HSG Oil Storage
Licence

District Magistrate
Gopalganj

2/80 dated
20.9.1980

Up to December -
2005

Cinnatolliah Tea Garden

Factory Act 1948 Factory Licence Chief Inspector of
Factory, Assam

LAK-6  28.01.2005 Up to December -
2005

The Preventation of Food &
Adulteration Act 1954

Tea Production
Licence

District Licensing
Authority, North
Lakhimpur.

VDHL/PFA/01/2/
210  23.06.05

31.03.2006.

Water (Prevention and Control
of Pollution Act 1974 and Rules
made thereafter)

Water Pollution
Consent for
Factory

Member Secretary
Pollution Control
Board Assam

WB/TEZ/T-437/01-
02/32  28.03.05

Up to March 2005

Air (Prevention and Control of
Pollution Act 1981 and Rules
made thereafter)

Air Pollution
Consent for
Factory

Member Secretary
Pollution Control
Board Assam

WB/TEZ/Z-II/T-161/
9 0 - 9 1 / 2 4 6 - A
28.03.05

Up to March 2005

New India Sugar Mills

Molasses (Control) Act, 1947 Molasses Storage
Licence

E x c i s e
Commissioner–
cum- Controller of
Molasses Bihar,
Patna

2/1982 Up to December -
2005

Motor Transport Workers Act
1961

T r a n s p o r t
Workers Licence

Labour Suptd
Samastipur

ST-56 (B.R) Up to December -
2005

Indian Arms Act 1948 Sulphur Licence District Magistrate,
Samastipur

4/1934 Up to December -
2005

Petroleum Act 1934 Kerosene Oil
License

District Magistrate,
Samastipur

21/65 Up to December -
2005

Petroleum Act 1934 High Speed Diesel/
Motor Spirit
Licence

District Magistrate,
Samastipur

2/73 Up to December -
2005
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Name of the Act under
which licence is granted

Name  of the
Licence

Licence issuing
Authority

Licence No./Date Validity Status

Bihar Money Lenders Act 1938 Money Lending
Licence

Upper Registrar,
Treasury, Rosera

112 Up to December -
2005

Insecticide Act 1968 Fertilizers &
I n s e c t i c i d e s
Licence

District
Agriculture
Officer,
Samastipur

30(N) 95 Up to December -
2005

For further details please refer to the section titled “Government Approvals” beginning on page 234 of this
letter of offer.

16. Our proposed expansion plans require certain approvals from various Government authorities.

Our Company has not yet applied for or obtained approvals/permits / consents/ registrations under various
statues for proposed expansion of Sidhwalia unit. We have applied for no-objection from Ministry of Environment
and Forest in respect of our proposed expansion of distillery at Seohara and the same is awaited. In the event,
such approvals not being granted in the manner proposed by us or delay in obtaining these approvals may
affect our business plans.

17. Some of the companies, through which our promoters Dr. K.K. Birla and Shri C.S. Nopany control our
company through their direct and indirect shareholding, have incurred losses in previous years. Further,
some of our promoter group companies have also incurred losses in previous years.

Some of the companies, through which our promoters Dr. K.K. Birla and Shri C.S. Nopany control our company
through their direct and indirect shareholding, have incurred losses in previous years. Further, some of our
promoter group companies have also incurred losses in previous years. Details of the profit/(loss) incurred by
those companies in last three years are detailed below:

Rs. in Lacs

Name of the entity 2002-03 2003-04 2004-05 2005-06

New India Sugar Mills Limited (366.18) (256.24) (124.44) 209.58

RTM Investment & Trading Company Limited 6.79 (32.14) 118.10 626.78

SCM Investment & Trading Company Limited 5.60 (33.18) 134.59 749.24

Wasmen Technologies Private Limited (0.10) (0.04) 10.81 5.65

Moneyline Finvest Private Limited 0.17 (0.05) 10.09 4.93

The Oudh Sugar Mills Limited (1176.53) 1412.47 1116.04 -

EXTERNAL RISK FACTORS

1. A slowdown in economic growth in India could cause our business to suffer

The Indian economy has shown sustained growth over the last few years with Gross Domestic Products (GDP)
growing at 6.9% in fiscal 2005 and 8.5% in fiscal 2004. In its mid-term annual policy published on October 25,
2005 the RBI stated that its GDP growth forecast for fiscal 2006 is between 7% to 7.5% as a result of a pick-up
in agricultural output and increased momentum in other sectors, and its inflation forecast for fiscal 2006 is
around 5% to 5.5%.
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Any slowdown in the growth of Indian economy or future volatility in global commodity prices, could adversely
affect our business, including our future financial performance, our shareholders’ funds and our ability to
implement our strategy and the price of our Equity Shares.

2. A significant change in the Government’s economic liberalisation and deregulation policies could disrupt
our business and adversely affect our financial performance

The Government of India has traditionally exercised and continues to exercise a dominant influence over many
aspects of the economy. Its economic policies have had and could continue to have a significant effect on
public and private sector entities, including us, and on market conditions and prices of Indian securities,
including in the future of our Equity Shares. The present Government, which was formed after the Indian
parliamentary elections in April-May 2004, is headed by the Indian National Congress and is a coalition of
several political parties. Any significant change in the Government’s policies or any political instability in India
could adversely affect business and economic conditions in India and could also adversely affect our business,
our future financial performance and the price of our Equity Shares.

3. Terrorist attacks and other acts of violence or war involving India, the United States and other countries
could adversely affect the financial markets, result in a loss of business confidence and adversely affect our
business, results of operations and financial condition.

Terrorist attacks, such as the ones that occurred in New York and Washington, D.C. on September 11, 2001,
New Delhi on December 13, 2001, Gandhinagar in Gujarat on September 24, 2002, Bali on October 12, 2002
and Mumbai on August 25, 2003, and other acts of violence or war may negatively affect the Indian stock
markets and also adversely affect the global financial markets. These acts may also result in a loss of business
confidence and have other consequences that could adversely affect our business, results of operations and
financial condition.

After the December 13, 2001 attack in New Delhi and a terrorist attack on May 14, 2002 in Jammu, India,
diplomatic relations between India and Pakistan became strained and there was a risk of intensified tensions
between the two countries. The governments of India and Pakistan have recently been engaged in conciliatory
efforts. However, any deterioration in relations between India and Pakistan might result in investor concern
about stability in the region, which could adversely affect the price of our Equity Shares. India has also witnessed
civil disturbances in recent years and it is possible that future civil unrest as well as other adverse social,
economic and political events in India could have an adverse impact on us.

Military activities or terrorist attacks in the future could influence the Indian economy by disrupting
communications and making travel and transportation more difficult. Such political tensions could create a
greater perception that investments in Indian companies involve a higher degree of risk. This, in turn, could
have a material adverse effect on the market for securities of Indian companies, including our Equity Shares
and on the market for our services.

4. Our performance is linked to the stability of policies and the political situation in India

The role of the Indian central and state governments in the Indian economy on producers, consumers and
regulators has remained significant over the years. Since 1991, the Government of India has pursued policies
of economic liberalization, including significantly relaxing restrictions on the private sector. Certain members
of the current coalition government have been protesting against the privatisation measures being undertaken
by the Government of India. We cannot assure you that these liberalisation policies will continue in the future.
Protests against privatisation could slowdown the pace of liberalisation and deregulation. The rate of economic
liberalisation could change, and specific laws and policies affecting technology companies, foreign investment,
currency exchange rates and other matters affecting investment in our securities could change as well. The
withdrawal of one or more of these parties from a coalition government can result in political instability. Any
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political instability could delay the reform of the Indian economy and could have a material adverse effect on
the market for our Equity Shares and on the market for our services.

5. A decline in India’s foreign exchange reserves may affect liquidity and interest rates in the Indian economy,
which could adversely impact our business and financial performance

At present, India’s foreign exchange reserve is the sixth largest in the world. Further during April- June 2004 a
net accretion of foreign exchange reserves excluding valuation effect of USD 750 crores took place. A decline
in these reserves could result in reduced liquidity and higher interest rates in the Indian economy. Reduced
liquidity or an increase in interest rates in the economy following a decline in foreign exchange reserves could
adversely affect our business and financial performance and the price of our Equity Shares.

6. Any downgrading of India’s debt rating by an international rating agency could have a negative impact on
our business

Any adverse revisions to India’s credit ratings for domestic and international debt by international rating agencies
may adversely impact our ability to raise additional financing from overseas markets, and the interest rates and
other commercial terms at which such additional financing is available. This could have a material adverse
effect on our business and financial performance and adversely affect our ability to obtain financing from
overseas markets.

7. Sensitivity to the economy and extraneous factors

The Company’s performance is highly correlated to the performance of the economy and the financial markets.
The health of the economy and the financial markets in turn depends on the domestic economic growth, state
of the global economy and business and consumer confidence, among other factors. Any event disturbing
the dynamic balance of these diverse factors would directly or indirectly affect the performance of the Company.

NOTES TO RISK FACTORS:

1) Net worth of our company as on December 31, 2005 was Rs.9691.20 lacs. The size of the Rights Issue is
Rs 6829.28 lacs. The book value per share as on December 31, 2005 was Rs. 138.36 per share.

2) Issue of 45, 52, 852 Equity Shares of Rs. 10/- each for cash at a premium of Rs.140 per Equity Share on Rights
basis to the existing Equity Shareholder of the Company in the ratio of 13 Equity Shares for every 20 Equity
Shares held on the Record Date i.e. June 16, 2006 aggregating Rs.6829.28 lacs.

3) For details on Related Party Transactions, please refer to Annexure 10 of the Auditors’ Report in the section
titled “Financial Information of the Issuer Company” on page 102 of this Letter of Offer.

4) Before making an investment decision in respect of this Offer, you are advised to refer to the section titled ‘Basis
for Issue Price’ on page 18 of this Letter of Offer.

5)  Please refer to the sub section titled ‘Basis of Allotment’ on page 267 of this Letter of Offer for details on basis
of allotment.

6) Average cost of acquisition of shares of our Company currently held by our Promoters is as follows:

Name Number of Shares Average cost of
acquisition (in Rs.)

Dr. K.K. Birla 107, 715 nil

Smt. Nandini Nopany 310, 800 nil

Smt. Nandini Nopany (C/o Chandra Sekhar Charity Trust) 43, 425 8.41

Shri Chandra Sekhar Nopany 24, 000 35.88

Shri Chandra Sekhar Nopany (C/o Urvi Nopany Benefit Trust) 3, 400 nil
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Name Number of Shares Average cost of
acquisition (in Rs.)

New India Sugar Mills Ltd.. 270,000 nil

Darbhanga Marketing Company Ltd. 517,765 nil

The Oudh Sugar Mills Limited 11,250 20.09

Hargaon Investment & Trading Company Ltd. 373,920 nil

Champaran Marketing Company Ltd. 158,086 15.96

OSM Investment & Trading Company Ltd. 137,510 nil

SCM Investment & Trading Company Ltd. 212,104 11.84

RTM Investment & Trading Company Ltd. 249,958 168.39

Yashovardhan Investment & Trading Company Ltd. 158,161 nil

Shital Commercial Ltd. 118,547 nil

Uttam Commercial Ltd. 1,350 177.69

Narkatiaganj Farms Ltd. 43,000 196.44

Rajpur Farms Ltd. 26,531 226.94

La Monde Trading & Investments Company Private Ltd. 9,200 nil

Wasmen Technologies Private Ltd. 4,800 nil

Moneyline Finvest Private Ltd.. 4,800 nil

Total 2,786,322

For transaction undertaken by Our Promoters/Promoter Group, please refer to the section titled “Notes to the
Capital Structure” on page 9 of this Letter of Offer.

7) You may contact the Lead Manager for any complaints pertaining to the Issue including any clarification or
information relating to the Issue. The Lead Manager is obliged to provide the same to you.

8) We and the Lead Manager are obliged to keep this Letter of Offer updated and inform the shareholders of any
material change / development.

9) For details on loans and advances to related parties, please refer to Annexure 15C under section titled “Financial
Information of the Issuer Company” on page no. 121 of Letter of Offer.

10) There is no interest of promoters/directors/key management personnel other than their shareholding and
reimbursement of expenses incurred or normal remuneration or benefits except as disclosed under section
titled “Related Party Transactions” on page no. 102 of this Letter of Offer.
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CHAPTER III: INTRODUCTION

INDUSTRY SUMMARY

Sugar industry is the second largest agro-based industry located in the rural India. About 45 million sugarcane farmers, their
dependents and a large mass of agricultural labourers are involved in sugarcane cultivation, harvesting and ancillary activities,
and constituting 7.5% of the rural population. Besides, about 0.5 million skilled and semi-skilled workers, mostly from the rural
areas are engaged in the sugar industry. Some of the sugar factories have also diversified into byproduct based industries and
have invested and put up distilleries, organic chemical plants, paper and board factories and cogeneration plants. The industry
generates its own replenishable biomass and uses it as fuel without depending on fossil fuel. Sugar industry contributes about
Rs.1,650 crores to the Central Exchequer as excise duty and other taxes annually. In addition, about Rs.600 crores is realised by
the State Governments annually through various taxes. At the prevailing sugarcane price, the total sugar cane produced in the
country value at about Rs.32,000 crores per year.

There are 553 installed sugar mills in the country located in 18 states of the country. About 60% of these mills are in the
cooperative sector, 35% in the private sector and rest in the public sector.

BUSINESS SUMMARY

The Company was promoted in the year 1932 under the name and style of Upper Ganges Sugar Mills Ltd. by Birla Brothers Ltd.
who acted as its Managing Agents. The name of the Company was subsequently changed to Upper Ganges Sugar & Industries
Ltd. in the year 1984. Initially a Sugar Mill was set up at Seohara (U.P.) with a crushing capacity of approximately 500 tcd. We
further established a distillery at Seohara (U.P.) which was transferred to Alco Chem Ltd., a subsidiary of the Company. The said
subsidiary was merged with the Company effective from 1st April, 1976. Subsequently we purchased Bharat Sugar Mills, a unit
of New India Sugar Mills Limited having a sugar mill with crushing capacity of 1750 tcd at Sidhwalia (Bihar) and it was transferred
to the Company pursuant to the Scheme of Arrangement sanctioned by the Calcutta High Court effective from 1st April, 1993.
A confectionery factory was taken on lease from C & E Morton (India) Limited which also merged with the Company effective
from 1st July, 1976. The said confectionery factory was closed in the year 2000. The Company also purchased a Tea Garden
called “Cinnatolliah Tea Garden” situated at North Lakhimpur (Assam) in the year 1982. We have also taken over the sugar
division of New India Sugar Mills Limited having a sugar mill with crushing capacity of 1750 tcd at Hasanpur (Dist: Samastipur,
Bihar) pursuant to the Scheme of Arrangement between us and NISML sanctioned by the Hon’ble High Courts at Calcutta and
Allahabad effective from 1st October, 2004.

We manufacture the following three main categories of products:

o Sugar

o Industrial Alcohol / Ethanol

o Tea

Presently, we have three sugar factories at Seohara, Dist. Bijnor (Uttar Pradesh); second at Sidhwalia, Dist. Gopalganj (Bihar) and
third at Hasanpur Dist: Samastipur, (Bihar) with a combined crushing capacity of 14,250 tcd. Our Company is also having a
distillery at Seohara, Dist. Bijnor (Uttar Pradesh) with a capacity 16.5 million litres per annum. Our tea garden has a cultivable
area coverage of 590 hectares for production of various types of teas.
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RIGHTS ISSUE DETAILS

Pursuant to the resolution passed by the Board of Directors of the Company at its meetings held on August 16, 2005 and March
6, 2006 it has been decided to make the following offer to the Equity Shareholders of the Company:

ISSUE OF 45,52,852 EQUITY SHARES OF RS. 10/- EACH FOR CASH AT A PREMIUM OF RS. 140 PER EQUITY SHARE ON
RIGHTS BASIS TO THE EXISTING EQUITY SHAREHOLDERS OF THE COMPANY IN THE RATIO OF 13 EQUITY SHARES FOR
EVERY 20 EQUITY SHARES HELD ON THE RECORD DATE i.e. JUNE 16, 2006 AGGREGATING RS. 6829.28 LACS.
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SUMMARY OF FINANCIAL DATA

Please read the following data in conjunction with the detailed Auditors’ report on page 84 under the heading “FINANCIAL
INFORMATION OF THE ISSUER COMPANY”.

STATEMENT OF ADJUSTED PROFITS AND LOSSES

(Rs. in lacs)

For the year ended 30th June Period
ended 31st
December,

Particulars 2001 2002 2003 2004 2005 2005

Income

Sales:

Of Products manufactured by the
Company (Net of excise duty) 19367.91 19834.29 28507.89 25937.73 35110.47 20464.53

Of Products traded in by the Company 361.16 290.77 362.62 332.56 408.52 227.18

Total: 19729.07 20125.06 28870.51 26270.29 35518.99 20691.71

Increase/(Decrease) in Inventories 2632.69 4509.18 (4035.90) (621.90) (1600.51) (3729.44)

Other Income 206.03 215.63 338.69 540.35 284.26 33.43

Total 22567.79 24849.87 25173.30 26188.74 34202.74 16995.70

Expenditure

Raw Materials consumed 14848.10 17741.78 18784.68 16533.87 19498.42 9822.13

Purchase of Trading/Semi
finished goods 358.96 284.63 360.03 324.36 1529.28 220.68

Staff Cost 1793.49 1913.14 2050.99 2065.66 2421.92 1260.70

Other Manufacturing Expenses 1795.39 1919.60 2078.77 2193.18 2415.43 1469.94

Administrative and Other Expenses 677.46 747.65 602.11 603.95 795.19 324.77

Selling and Distribution Expenses 243.06 260.45 346.46 316.18 306.77 172.74

Interest (Net) 1856.14 2122.98 1991.75 2271.72 1935.79 570.75

Depreciation 655.67 740.09 775.51 836.95 857.36 453.58

Total 22228.27 25730.32 26990.30 25145.87 29760.16 14295.29

Net Profit/(Loss) Before Tax and
Exceptional Items 339.52 (880.45) (1817.00) 1042.87 4442.58 2700.41

Taxation:

Current Tax (Net of Refunds) 67.96 24.11 42.32 152.86 164.86* 239.90

Fringe Benefit Tax - - - - 3.82 8.81

Deferred Tax Liability/(Asset) 82.93 (392.89) (670.84) 309.14 1333.09 662.03

Net Profit/(Loss) after tax and
before Exceptional Items 188.63 (511.67) (1188.48) 580.87 2940.81 1789.67

Add: Exceptional Income (Net of Tax) - - - - 90.31* -

Net Profit/(Loss) after Exceptional Items 188.63 (511.67) (1188.48) 580.87 3031.12 1789.67

* Net of Current tax on exceptional item Rs. 7.68 lacs.



4

STATEMENT OF ADJUSTED ASSETS AND LIABILITIES

 (Rs. in lacs)

Particulars As at 30th June As at 31st
December

2001 2002 2003 2004 2005 2005

Application of Funds

A. Fixed Assets

Gross Block 13877.95 16863.57 17130.70 17589.48 20270.58 21824.04

Less : Depreciation 5395.79 6061.24 6814.71 7575.76 9231.49 9679.30

Net Block 8482.16 10802.33 10315.99 10013.72 11039.09 12144.74

Capital Work In Progress 16.24 77.04 202.17 211.71 1050.65 393.55

Capital Expenditure on
Expansion/New Projects 1538.56 - - - 1977.82 2343.21

Total 10036.96 10879.37 10518.16 10225.43 14067.56 14881.50

B. Investments 2278.20 2278.20 2278.10 2267.35 2242.35 2242.38

C. Current assets, loans
and Advances     

Inventories 14987.07 20324.02 15950.77 15285.47 14973.06 11185.96

Sundry Debtors 630.18 732.39 869.78 1277.88 250.86 298.95

Cash & Bank Balances 179.97 235.62 320.22 393.07 266.43 2308.67

Loans and Advances 991.61 1089.75 1201.48 1346.52 1615.23 1430.55

Other Current Assets 8.76 9.94 7.50 8.19 23.59 38.80

Total 16797.59 22391.72 18349.75 18311.13 17129.17 15262.93

D Deferred Tax Liability/(Assets)
(net) 843.25 450.36 (220.48) 88.66 764.27* 1426.30

E Liabilities & Provisions     

Secured Loans 17408.40 20365.50 15640.18 16646.00 19227.40 8519.19

Unsecured Loans 863.03 2560.85 2986.82 2395.57 2555.48 6486.13

Current Liabilities & Provisions 3069.72 6101.54 7828.05 6376.33 2959.73 6263.99

Total 21341.15 29027.89 26455.05 25417.90 24742.61 21269.31

F Net Worth (A+B+C-D-E) 6928.35 6071.04 4911.44 5297.35 7932.20 9691.20

G Represented by :

Shareholder’s Funds     

a. Equity Share Capital 697.94 697.94 697.94 697.94 697.94 697.94

b. Share Capital Suspense - - - - 2.50 2.50

c. Preference Share Capital 300.00 - - - - -

d. Reserves and Surplus 5981.08 5407.04 4230.47 4599.41 7231.76 8990.76

Total 6979.02 6104.98 4928.41 5297.35 7932.20 9691.20

Less: Miscellaneous expenditure
(to the extent not written off or
adjusted) :

Deferred Revenue Expenditure 50.67 33.94 16.97 - - -

Total 6928.35 6071.04 4911.44 5297.35 7932.20 9691.20

* After adjusting deferred tax asset of Rs. 657.48 lacs relating to the sugar division of New India Sugar Mills Limited (merged
with the company) transferred as on October 1, 2004 under the Scheme of Arrangement.
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GENERAL INFORMATION

ISSUER DETAILS

Name  : Upper Ganges Sugar & Industries Limited

Address of the Registered Office : P.O. Seohara, District Bijnor (Uttar Pradesh)
Pin – 246 746, India.
 Tel : (+91 1344) 252303 Fax: (+91 1344) 252321

Registration number of the Issuer : 20 – 25141

Address of the Registrar of Companies : Registrar of Companies, Uttar Pradesh,
West-Cott Building, The Mall, M. G. Road
Kanpur – 208 001.

BOARD OF DIRECTORS OF THE ISSUER

Sr. No. Name of the Director Designation

1. Smt. Nandini Nopany Chairperson cum Managing Director

2. Shri C.S. Nopany Non-Executive Director

3. Shri R.K. Choudhury Non-Executive Director

4. Shri G.K. Bhagat Non-Executive Independent Director

5. Shri Bhaskar Mitter Non-Executive Independent Director

6. Lt. Gen. K. Chiman Singh (Retd.) Non-Executive Independent Director

7. Shri Gaurav Swarup Non-Executive Independent Director

8. Shri Supriya Gupta Non-Executive Independent Director

9. Shri Sunil Kanoria Non-Executive Independent Director

10. Shri I.P. Singh Roy Non-Executive Independent Director

11. Shri P.K. Lakhotia Non-Executive Director

BRIEF DETAILS OF THE CHAIRPERSON CUM MANAGING DIRECTOR

Smt. Nandini Nopany, is the Chairperson cum Managing Director of our Company. She looks after the overall management of
the Company. She has over 31 years of experience in managing industries. She was appointed as Managing Director on 1st
October, 1995. On 12th September, 2001 she was designated as Deputy Chairperson-cum-Managing Director. Further on 10th
September, 2002 she was designated as Chairperson-cum-Managing Director. She is also the Chairperson of Finance & Corporate
Affairs Committee of the Company.

There is no other Executive Director on our Board other than Smt. Nandini Nopany.

COMPANY SECRETARY & COMPLIANCE OFFICER

Shri S.K. Poddar
9/1, R.N. Mukherjee Road
Kolkata - 700 001, India.
Tel: (+91 33) 2243 0497, 2248 7068
Fax: (+91 33) 2248 6369
Email: skpoddar@birla-sugar.com
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Investors can contact the Registrar to the Issue/Compliance Officer in case of any pre-issue or post-issue related problems such
as non-receipt of Letter of Offer/Composite Application Form/ Letter of Allotment/Share Certificate/credit of allotted shares in
respective beneficiary account/refund order etc.

LEGAL ADVISOR TO THE ISSUE

ANS Law Associates
Advocates & Solicitors
41-A Film Center,
Tardeo, Mumbai, India.
Tel: (+91 22) 5660 4761
Fax: (+91 22) 5660 4763
Contact Person: Mr. Sharad Abhyankar
e-mail: anslaw@vsnl.net

BANKERS TO THE COMPANY

State Bank of India
Commercial Branch, 24 Park Street,
Kolkata - 700 016, India.
Tel: (+91 33) 2217 6022
Fax: (+91 33) 2229 3555
e-mail: sbi7502@vsnl.net

Punjab National Bank
18 A, Brabourne Road,
Kolkata – 700 001, India.
Tel : (+91 33) 2234 1131
Fax : (+91 33) 2221 5727
e-mail :pnb0100@vsnl.net

LEAD MANAGER TO THE ISSUE

Enam Financial Consultants Private Limited
801/802, Dalamal Towers,
Nariman Point, Mumbai 400 021, India.
Tel: (+91 22) 6638 1800
Fax: (+91 22) 2284 6824
Contact Person: Amit Jain
e-mail: upperrights@enam.com

REGISTRAR TO THE ISSUE

Intime Spectrum Registry Limited
C - 13, Pannalal Silk Mills Compound, L.B.S. Marg,
Bhandup (West), Mumbai 400 078, India.
Tel: (+91 22) 2596 0320-28
Fax: (+91 22) 2596 0329
Contact Person: Shri Vishwas Attavar
e-mail: upperganges@intimespectrum.com
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BANKER TO THE ISSUE

HDFC Bank Limited
2nd Floor, Trade World,
New Building, Kamala Mills,
Senapati Bapat Marg,
Lower Parel,
Mumbai 400 013, India.
Tel: (+91 22) 2498 8484
Fax: (+91 22) 2496 3871

AUDITORS OF THE COMPANY

S.R. Batliboi & Company
Chartered Accountants
22, Camac Street, Block ‘C’, 3rd Floor,
Kolkata 700 016, India.
Tel: (+91 33) 2281 1224
Fax: (+91 33) 2281 7750

INTER-SE ALLOCATION OF RESPONSIBILITIES

Not applicable.

CREDIT RATING

Not applicable, since the current issue is a Rights Issue of Equity Shares.

DEBENTURE TRUSTEE

Not applicable.

MONITORING AGENCY

Not applicable.

APPRAISING ENTITY

Not applicable.

BOOK BUILDING PROCESS DETAILS

Not applicable.

UNDERWRITING DETAILS

The present issue is not underwritten.
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CAPITAL STRUCTURE

Share Capital as on date of filing this Letter of Offer Nominal Amount Aggregate Value
(Rs. in lacs) (Rs. in lacs) (Rs. in lacs)

Authorised Share Capital :

1,60,00,000 Equity Shares of Rs. 10 each 1600.00

16,00,000 Preference Shares of Rs. 100 each 1600.00 3200.00

Issued, Subscribed and Paid-up Share Capital :

70,04,387 Equity Shares of Rs. 10 each 700.44
Add : Forfeited Shares (amount originally
paid-up) (*) — 700.44

Present Issue being offered to the Equity Shareholders through
this Letter of Offer :

45,52,852 Equity Shares of Rs. 10 each at a premium
of Rs. 140 each 455.29 455.29

Paid-up Capital after the Issue :

1,15,57,239 Equity Shares of Rs. 10 each 1155.73 1155.73

Add : Forfeited Shares (amount originally
paid-up) (*)  — — 1155.73

Securities Premium Account :

Existing Securities Premium Account 387.69

Securities Premium Account after the Issue assuming allotment
of all Equity Shares offered 6373.99 6761.68

(*) – The actual amount being Rs. 50/- has not been shown above.

1) The Authorised Share Capital of our Company was increased from Rs.10,00,00,000/- divided into 90,00,000 Equity Shares
of Rs. 10/- each and 1,00,000 Preference Shares of Rs.100/- each to Rs. 32,00,00,000/- divided into 1,60,00,000 Equity
Shares of Rs.10/- each and 16,00,000 Preference Shares of Rs. 100/- each by an ordinary resolution passed at the Annual
General Meeting of the Shareholders of our Company held on March 27, 1997.

2) Out of the above Issued and Subscribed Capital, 1,20,496 Equity Shares have been issued for consideration other than cash
and 37,01,945 Equity Shares have been allotted as Bonus Shares by capitalisation of Securities Premium and General
Reserve.

3) The Scheme of Arrangement (Scheme) for merger of the sugar division of New India Sugar Mills Ltd. (NISML) with us has
been sanctioned by the Hon’ble High Courts at Calcutta and Allahabad by their orders dated December 7, 2005 and January
19, 2006 respectively. The Scheme is effective from October 1, 2004.
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NOTES TO THE CAPITAL STRUCTURE

1. Share Capital History

Date of Allotment No. of Nominal  Issue Consideration Reasons for Allotment Cumulative
Equity Value  Price Number

Shares  (Rs.)  (Rs.) (Rs. in lacs) of Shares

10.08.1932 2,005 10 10 0.20 Subscribers to the Memorandum 2,005
& Articles of Association

26.08.1932 – 57,995 10 10 5.80 Issue of Shares 60,000
29.11.1933

25.09.1934 20,000 10 10 2 Issue of Shares 80,000

22.08.1966 and 640,000 10 N.A. - Bonus Issue (Ratio 1:8) 720,000
23.12.1966

28.02.1977 15,487 10 10 - Issued on account of 735,487
amalgamation of C&E Morton
(I) Ltd. with the Company w.e.f.
1st July, 1976

08.08.1978 245,162 10 N.A. - Bonus Issue (Ratio 3:1) 980,649

18.05.1982 490,324 10 N.A. - Bonus Issue (Ratio 2:1) 1,470,973

13.10.1993 80,000 10 10 - Issued on account of 1,550,973
amalgamation of Bharat Sugar
Mills, a Unit of New India Sugar
Mills Ltd. with the Company
w.e.f. 1st April, 1983.

03.01.1995 and 3,101,946 10 30 930.58 Rights Issue (Ratio 1:2) 4,652,919
04.01.1995

06.02.1998 2,326,459 10 N.A. - Bonus Issue (Ratio 2:1) 6,979,378

06.03.2006 25,009 10 10 - Issued pursuant to Scheme of 7,004,387
Arrangement for merger of
sugar division of New India
Sugar Mills Ltd. with the
Company w.e.f. October 1, 2004.

2. Neither the Promoters of our Company and their relatives and associates nor the directors of our Company have entered
into any buyback/standby arrangement for purchase of Equity Shares of the Company from any person.

3. The Promoters of our Company have confirmed that they either themselves or through companies controlled by them
(together hereinafter referred to as Promoters in this clause) intend to subscribe to the full extent of their entitlement in the
present Rights Issue. The Promoters either by themselves or combination of entities and trusts controlled by the Promoters
reserve the right to subscribe to their entitlement in the Issue including by subscribing for renunciation if any made within
the Promoter Group to another forming part of Promoter Group. In the event of undersubscription, our Promoters intend to
apply for additional Equity Shares. Allotment of shares to the Promoters for additional Equity Shares in excess of their
respective rights entitlement may result in increase in the shareholding being above the current shareholding with the
entitlement of Equity Shares under the Issue. This subscription and acquisition of additional Equity Shares by Promoters,
if any, will not result in change in control of management of the Company and will be exempt in terms of proviso to
regulation 3(1)(b)(ii) of SEBI (Substantial Acquisition of Shares and Takeovers) Regulations, 1997 and amendments thereof.
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The Promoters undertake to comply with Clause 17 of SEBI (Delisting of Securities) Guidelines 2003 in case of non-
promoter holding in the Company falls below the level required for continuous listing requirement.

4. Details regarding top 10 Shareholders

(a) On June 5, 2006 :

Sl.No. Name of the Shareholder No. of Shares held % of Shareholding

1. Darbhanga Marketing Company Ltd. 5,17,765 7.39

2. Navjeewan Medical Institute 4,35,344 6.22

3. Hargaon Investment & Trading Company Ltd. 3,73,920 5.34

4. Smt. Nandini Nopany 3,10,800 4.44

5. Infra Leasing Financial Services Ltd. 2,79,458 3.99

6. New India Sugar Mills Ltd. 2,70,000 3.85

7. RTM Investment & Trading Company Ltd. 2,49,958 3.57

8. SCM Investment & Trading Company Ltd. 2,12,104 3.03

9. Sharad Shah 1,68,172 2.40

10. Prudential ICICI AMC Ltd. (Account- PMS) 1,63,773 2.34

(b) As on May 26, 2006 :

Sl.No. Name of the Shareholder No. of Shares held % of Shareholding*

1. Darbhanga Marketing Company Ltd. 5,17,765 7.39

2. Navjeewan Medical Institute 4,35,344 6.22

3. Hargaon Investment & Trading Company Ltd. 3,73,920 5.34

4. Smt. Nandini Nopany 3,10,800 4.44

5. Infra Leasing Financial Services Ltd. 2,79,458 3.99

6. New India Sugar Mills Ltd. 2,70,000 3.85

7. RTM Investment & Trading Company Ltd. 2,49,958 3.57

8. SCM Investment & Trading Company Ltd. 2,12,104 3.03

9. Sharad Shah 2,09,270 2.99

10. Prudential ICICI AMC Ltd. (Account- PMS) 1,67,287 2.39
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(c) 2 years prior

Sl.No. Name of the Shareholder No. of Shares held % of Shareholding*

1. Darbhanga Marketing Company Ltd. 8,30,167 11.89

2. Navjeewan Medical Institute 5,79,300 8.30

3. Hargaon Investment & Trading Company Ltd. 4,91,232 7.04

4. Smt. Nandini Nopany 4,15,800 5.96

5. New India Sugar Mills Ltd. 3,60,000 5.16

6. SCM Investment & Trading Company Ltd. 2,49,705 3.58

7. Yashovardhan Investment & Trading Co. Ltd. 2,07,900 2.98

8. RTM Investment & Trading Co. Ltd. 1,82,835 2.62

9. OSM Investment & Trading Co. Ltd. 1,81,744 2.60

10. Champaran Marketing Co. Ltd. 1,71,205 2.45

* shareholding is calculated prior to allotment of 25009 shares, allotted on March 6, 2006 pursuant to the scheme of
arrangement. For details, please refer to Notes to the Capital Structure, on page no. 9 of this Letter of Offer.

5. Aggregate Shareholding of Promoters and Directors of the Corporate Promoters (assuming full subscription to the
entitlement):

Name  Pre-Issue  Post-Issue

No. of Shares % of No. of Shares % of
shareholding shareholding

Promoters

Dr. K.K. Birla 107,715 1.54 1,77,729 1.54

Smt. Nandini Nopany 310,800 4.44 5,12,820 4.44

Smt. Nandini Nopany
C/o. Chandra Shekhar Charity Trust 43,425 0.62 71,651 0.62

Shri Chandra Shekhar Nopany 24,000 0.34 39,600 0.34

Shri Chandra Shekhar Nopany
C/o. Urvi Nopany Benefit Trust 3,400 0.05 5,610 0.05

New India Sugar Mills Ltd. 2,70,000 3.85 4,45,500 3.85

Darbhanga Marketing Co. Ltd. 5,17,765 7.39 8,54,312 7.39

The Oudh Sugar Mills Ltd. 11,250 0.16 18,563 0.16

Hargaon Inv. & Trdg. Co. Ltd. 3,73,920 5.34 6,16,968 5.34

Champaran Marketing Co. Ltd. 1,58,086 2.26 2,60,842 2.26

OSM Investment & Trading Co. Ltd. 1,37,510 1.96 2,26,892 1.96

SCM Investment & Trading Co. Ltd. 2,12,104 3.03 3,49,971 3.03

RTM Investment & Trading Co. Ltd. 2,49,958 3.57 4,12,430 3.57
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Name  Pre-Issue  Post-Issue

No. of Shares % of No. of Shares % of
shareholding shareholding

Yashovardhan Investment &
Trading Co. Ltd. 158,161 2.26 2,60,966 2.26

Shital Commercial Ltd. 118,547 1.69 1,95,603 1.69

Uttam Commercial Ltd. 1,350 0.02 2,228 0.02

Narkatiaganj Farms Ltd. 43,000 0.61 70,950 0.61

Rajpur Farms Ltd. 26,531 0.38 43,776 0.38

La Monde Trading &
Investments Co. Ltd. 9,200 0.13 15,180 0.13

Wasmen Technologies Pvt. Ltd. 4,800 0.07 7,920 0.07

Moneyline Finvest Pvt. Ltd. 4,800 0.07 7,920 0.07

TOTAL 27,86,322 39.78 45,97,431 39.78

6. Shareholding pattern before and after the issue is as under (assuming full subscription to the entitlement) :

Name  Pre-Issue  Post-Issue

No. of Shares % of No. of Shares % of
shareholding shareholding

A. Promoters’ Holding

1. Promoters

- Indian Promoters 27,86,322 39.78 45,97,431 39.78

- Foreign Promoters — — — —

2. Persons acting in Concert — — — —

Sub-Total 27,86,322 39.78 45,97,431 39.78

B. Non-Promoter Holding

3. Institutional Investors

a. Mutual Funds and UTI 850 0.01 1,403 0.01

b. Banks, Financial Institutions 21,070 0.30 34,765 0.30
 Insurance Companies
 (Central/State Government
 Institutions/ Non-government
 Institutions)

c. FIIs 1,07,008 1.53 1,76,563 1.53

Sub-Total 1,28,928 1.84 2,12,731 1.84
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Name  Pre-Issue  Post-Issue

No. of Shares % of No. of Shares % of
shareholding shareholding

4. Others

a. Private Corporate Bodies 15,94,375 22.76 26,30,719 22.76

b. Indian Public 23,99,938 34.27 39,59,897 34.27

c. NRIs/OCBs 94,012 1.34 1,55,120 1.34

d. Any other (Foreign Nationals) 810 0.01 1,337 0.01

Sub-Total 40,89,137 58.38 67,47,073 58.38

Grand Total 70,04,387 100.00 1,15,57,239 100.00

7. Promoters of the Company, their relatives and associates, Promoter’s Group and the directors of the Corporate Promoters
have not purchased or sold, directly or indirectly, any Equity Shares during a period of six months preceding the date of
filing this Letter of Offer save and except as follows:

Name Date of Details of the Quantity Consideration
transaction  transaction (Number of

Equity Shares) (in Rs. Lacs)

Rajpur Farms Limited 27.03.2006 Purchased through 5,300 (Max. Price – Rs.401.60 21.36
Stock Exchange per share and Min. Price –

Rs.401.10 per share)

Darbhanga Marketing 27.03.2006 Sold through Stock 1,02,500 (Max. Price – Rs.401/- 410.00
Co. Ltd. Exchange per share and Min. Price –

Rs.401/- per share)

RTM Investment & 27.03.2006 Purchased through 1,34,445 (Max. Price – Rs.401/- 540.47
Trading Co. Ltd. Stock Exchange per share and Min. Price –

Rs.401/- per share)

SCM Investment & 27.03.2006 Purchased through 39,742 (Max. Price – Rs.401/- 159.76
Trading Co. Ltd. Stock Exchange per share and Min. Price –

Rs.401/- per share)

Wasmen Technologies 27.03.2006 Sold through Stock 1,200 (Max. Price – Rs.401.60 4.80
Pvt. Ltd. Exchange per share and Min. Price –

Rs.401.10 per share)

Moneyline Finvest Pvt. Ltd. 27.03.2006 Sold through Stock 1,200 (Max. Price – Rs.401.60 4.80
Exchange per share and Min. Price –

Rs.401.50 per share)

La Monde Trading & 27.03.2006 Sold through Stock 2,300 (Max. Price – Rs.401.60 9.20
Investments Pvt. Ltd. Exchange per share and Min. Price –

Rs.401.10 per share)

Rajpur Farms Limited 29.05.2006 Purchased through 1,900 (Max. Price – Rs.295/- 5.55
Stock Exchange per share and Min. Price –

Rs.289.80 per share)
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Name Date of Details of the Quantity Consideration
transaction  transaction (Number of

Equity Shares) (in Rs. Lacs)

Uttar Pradesh Trading 29.05.2006 Sold through 680 (Max. Price – Rs.295/- 1.97
Co. Ltd. Stock Exchange per share and Min. Price –

Rs.289.85/- per share)

Rajpur Farms Limited 30.05.2006 Purchased through 1,981 (Max. Price – Rs.294/- 5.84
Stock Exchange per share and Min. Price –

Rs.293/-per share)

Uttar Pradesh Trading Co. Ltd. 30.05.2006 Sold through Stock 1,981 (Max. Price – Rs.294/- 5.78
Exchange per share and Min. Price –

Rs.293/- per share)

8. We have 7262 Equity Shareholders as on June 5, 2006.

9. We have not issued any Equity Shares out of revaluation reserves in the past.

10. No further issue of equity capital whether by way of issue of bonus shares, preferential allotment, rights issue or in any
other manner will be made by our Company during the period commencing from submission of the Letter of Offer with
SEBI until the securities referred to in this Letter of Offer have been listed or application money is refunded in case of failure
of the Issue.

11. We presently do not have any intention or proposal to alter our capital structure for a period of 6 (six) months from the Issue
Opening Date, by way of split/consolidation of the denomination of Equity Shares or further issue of Equity Shares
(including issue of securities convertible / exchangeable, directly or indirectly for Equity Shares) whether on preferential
basis or otherwise However, if we go in for acquisitions and joint ventures, our Company might consider raising additional
capital to fund such activity or use shares as currency for acquisition and/or participation in such joint venture.

12. We have not raised any bridge loan against the proceeds of this Issue.

13. Non-Resident Investors and FIIs will not need permission of the FIPB/RBI for investment in the Issue to the extent of their
Rights Entitlement. However, in case of applications from such entities in excess of their entitlement, allotment will be
subject to restrictions under applicable laws.

14. The Issue will remain open for 30 days. However, the Board will have the right to extend the issue period as it may
determine from time to time but not exceeding 60 days from the issue opening date.

15. In terms of loan agreements signed with State Bank of India, Punjab National Bank and UTI Bank Ltd.; we are required to
obtain prior consent from them for issuing fresh Equity Shares. We have obtained prior sanctions from the aforesaid
lenders as stated below:

Name of the Lender Letter Reference No. Letter Date

State Bank of India CB/RM-111/594 October 6, 2005

Punjab National Bank - October 13, 2005

UTI Bank Ltd. UTI/RMD/RK/2005-06/427 March 2, 2006

16. Neither we nor our Promoters, Directors or Lead Manager have entered into any buy-back and/or standby arrangements for
purchase of Equity Shares of the Company.

17. At any given time, there shall be only one denomination of the Equity Shares of the Company. The Equity Shareholders of
the Company do not hold any warrant, option or convertible loan or debenture, which would entitle them to acquire further
shares in the Company.
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OBJECTS OF THE ISSUE

The objects of the present issue of equity shares are:

1. To reduce overall indebtedness of the Company by repaying borrowings.

2. To meet the expenses of the issue

Fund Requirement Amount (Rs. in lacs)

Repayment of borrowing 6629.28

Meeting issue expenses 200.00

Total 6829.28

Repayment of Borrowings

The Company has entered into various financing arrangements with banks and financial institutions. Arrangements entered
into by the Company, other than with related parties, includes borrowings in the form of term loans, working capital facilities and
unsecured loans including corporate loans from banks, fixed deposits from others. As on December 31, 2005 and March 31,
2006 the amount outstanding from the Company under these facilities were Rs.12302.44 lacs and Rs. 21866.56 lacs respectively.
Details of the amounts outstanding have been provided in the table below:

 (Rupees in lacs)

Sr. Bank/ Lender Amount Outstanding as Amount
No. on December 31, 2005 Outstanding

(Audited) as on March 31,
2006 (Unaudited)

A Term Loan Account

1 Industrial Development Bank of India (IDBI) 3675.00 1475.00

2 UTI Bank Ltd 2910.00 2780.00

3 Industrial Investment Bank of India 371.25 330.00

4 Government of India ( Sugar Development Fund) 1257.28* 1266.97**

8213.53 5851.97

B Working Capital Borrowings (from Banks) 305.66 10974.97

C Unsecured Borrowings (other than related parties)

Corporate Loans from Scheduled Banks 2000.00 3000.00

Crop Loan from Bank 546.98 627.64

Fixed Deposits from Others 981.25 1009.04

Intercorporate Deposits 135.00 135.00

Co-operative Farming Societies 87.01 238.81

Trade & other Deposits 33.01 29.13

3783.25 5039.62

Total (A+B+C) 12302.44 21866.56

* Including Rs.288.19 lacs towards interest which, as per stipulated terms, is payable on a long term basis.
** Including Rs.297.88 lacs towards interest which, as per stipulated terms, is payable on a long term basis.
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 Our working capital borrowings has increased from Rs. 305.66 lacs as on December 31, 2005 to Rs. 10974.97 lacs as on March
31, 2006 due to funds required for the crushing operations for the 2005-06 sugar season. We intend to use net issue proceeds
towards repayment of our working capital borrowings. Our working capital borrowings will be reduced by Rs. 6629.28 lacs after
such repayment.

BREAK-UP OF ISSUE EXPENSES

The expenses for this Rights Issue are estimated at Rs. 200 lacs (approximately 2.93% of the total issue size), the break-up
whereof is as follows:

Particulars Rs. In Lacs % of total %of total
issue expense issue size

Fees to Lead Manager 155.00 77.50% 2.27%

Fees to Registrar 0.75 0.37% 0.01%

Fees to Auditors 13.50 6.75% 0.20%

Fees to Banker to the Issue 0.25 0.13% 0.01%

Fees to Legal Advisor to the Issue 6.50 3.25% 0.09%

Printing & Stationery and Postage expenses 11.50 5.75% 0.17%

Advertisement, Travel and other Miscellaneous Expenses 12.50 6.25% 0.18%

Total 200.00 100.00% 2.93%

No part of the issue proceeds will be paid as consideration to promoters, directors, key managerial personnel, associates or
group companies.

DEPLOYMENT OF FUNDS PENDING UTILISATION

The issue proceeds, pending utilisation, we intend to temporarily invest the Issue proceeds in fixed deposits in scheduled
commercial banks for the necessary duration.
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BASIC TERMS OF THE ISSUE

Face Value

Each Equity Share shall have the face value of Rs. 10/-.

Issue Price

Each Equity Share is being offered at a price of Rs. 150/- (including a premium of Rs.140/-).

Entitlement Ratio

The Equity Shares are being offered on rights basis to the existing Equity Shareholders of the Company in the ratio of 13 Equity
Shares for every 20 Equity Shares held as on the Record Date.

Market Lot

The market lot for the Equity Shares in dematerialised mode is one. In case of physical certificates, the Company would issue
one certificate for the Equity Shares allotted to one folio (“Consolidated Certificate”).

Terms of Payment

The issue price per Equity Share shall be payable as follows:

100% of the issue price i.e. Rs. 150 per Equity Share shall be payable on Application.
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BASIS FOR ISSUE PRICE

Our issue price is based on the following ‘Qualitative Factors’ and ‘Quantitative Factors’ :

Qualitative Factors :

1. More than 70 years experience in sugar industry.

2. Sugar plants are located in rich sugarcane producing areas of Northern India.

3. Tea estate is located in fertile tea producing areas of Assam.

4. Loyal and experienced workforce.

Quantitative Factors :

Information presented in this section is derived from our Restated Financial Statements prepared in accordance with Indian
GAAP and SEBI (DIP) Guidelines.

1. Adjusted Earning Per Share (EPS)

Weight EPS (Rs.)

Year ended June 30, 2003 1 (17.03)

Year ended June 30, 2004 2 8.32

Year ended June 30, 2005 3 43.31

Weighted Average 21.59

For six months period ended December 31, 2005 , our EPS was Rs. 25.55.

(1) The earning per share has been computed on the basis of Restated Profits & Losses after Tax and exceptional items for
the respective years.

(2) The denominator considered for the purpose of calculating Earning Per Share is the weighted average number of
Equity Shares outstanding during the year.

2. Price/Earning (P/E) ratio in relation to Issue Price of Rs. 150 per Equity Share

a. Based on earnings of financial year ended June 30, 2005; EPS was Rs.43.31

b. P/E based on earnings for the year ended June 30, 2005 is 3.46

c. Industry P/E (1)

i) Highest : 49.3

ii) Lowest : 2.7

iii) Industry Composite : 18.2

(1)  Compiled from “Capital Market” , Vol.XX/26, Feb 27- Mar 12, 2006

3. Average Return on Net Worth

Weight EPS (Rs.)

Year ended June 30, 2003 1 (24.20)

Year ended June 30, 2004 2 10.97

Year ended June 30, 2005 3 38.21

Weighted Average 18.73

For six months period ended December 31, 2005, our return on networth was 18.47%.

(1) The average return on net worth has been computed on the basis of Restated Profits & Losses after Tax for the
respective year.
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4. Minimum Return on Total Networth after Issue needed to maintain EPS at Rs. 43.31 is 30.30%.

5. Net Asset Value

Net Asset Value per Equity Share represents Shareholders’ Equity less Miscellaneous Expenses as divided by weighted
average number of Equity Shares.

Net Asset Value per Equity Share as at December 31, 2005 is Rs. 138.36

The Net Asset Value per Equity Share after the Issue is Rs. 142.95

Issue Price per Equity Share: Rs. 150

6. Comparison of Accounting Ratios (1)

EPS (Rs.) P/E* RONW(%) Book Value/
Share (Rs.)

Upper Ganges Sugar & Industries Ltd. 43.31 3.46 (based 38.21 113.35
(Based on June 30, 2005)   on Issue price)

Industry Data

Category: Private Sector Companies

Peer Group

Bajaj Hindustan (for year ended September 30, 2005) 10 33.5 37.30 50.3

Balrampur Chini (for year ended March 31, 2005) 5.20 22.60 32.6 21.2

Dhampur Sugar (for year ended September 30, 2005) 16.40 11.8 58.50 29.70

Mawana Sugars (for year ended September 30, 2005) 14.20 9.10 38.30 55.40

Ponni Sugars (E) (for year ended March 31, 2005) 6.40 8.30 26.0 28.40

Dwarikesh Sugar(for year ended September 30, 2005) 16.40 14.0 42.0 58.6

Industry Composite - 18.2 - -

* P/E based on trailing twelve month data

 (1) Compiled from “Capital Market” , Vol.XX/26, Feb 27- Mar 12, 2006

7. Issue Price

In view of the reasons mentioned above, the Company and the Lead Manager to the Issue, in consultation with whom the
share premium has been decided, are of the opinion that the share premium is reasonable and justified.

The face value of the Equity Share is Rs. 10 and the Issue Price of Rs. 150 per Equity Share is 15 times of the face value.
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TAX BENEFIT STATEMENT

We, the auditors of Upper Ganges Sugar and Industries Limited hereby confirm that the attached Annexure states the possible
tax benefits available to the Company and its shareholders under the Income Tax Act, 1961, subject to the fact that several of
these benefits are dependent on the Company or its shareholders fulfilling the conditions prescribed under the relevant tax
laws. Hence the ability of the Company or its shareholders to derive the tax benefits is dependent upon fulfilling such conditions,
which based on the business imperatives, the Company may or may not choose to fulfill. The benefits discussed in the
Annexure are not exhaustive.

This statement is only intended to provide general information to the investors and is neither designed nor intended to be a
substitute for the professional tax advice. In view of the individual nature of the tax consequences and the changing tax laws,
each investor is advised to consult his or her own tax consultant with respect to the specific tax implications arising out of their
participation in the issue.

We do not express any opinion or provide any assurance as to whether:

● The Company or its shareholders will continue to obtain these benefits in future; or

● The conditions prescribed for availing of these benefits have been / would be met with.

The contents of this Annexure are based on the information, explanations and representations obtained from the Company and
on the basis of our understanding of the business activities and operations of the Company and interpretations of the current tax
laws.

22 Camac Street S. R. BATLIBOI & CO.
Block ‘C’, 3rd Floor Chartered Accountants
Kolkata 700 016

 Per R K AGRAWAL
Dated : 6th March, 2006 a Partner

Membership No. 16667
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ANNEXURE TO THE STATEMENT OF TAX BENEFITS

The tax benefits listed below are the possible benefits available under the current tax laws in India. Several of these
benefits are dependent on the Company or its Shareholders fulfilling the conditions prescribed under the relevant tax laws.
Hence the ability of the Company or its Shareholders to derive the tax benefits is dependent upon fulfilling such conditions,
which based on business imperatives it faces in the future, it may not choose to fulfill.

The Company is mainly engaged in production of Sugar, Spirits and Tea products and there are no specific tax incentives,
except for its tea business, available to the Company based on its business activities.

The following tax benefit shall be available to the company:

(a) Under The Income Tax Act, 1961

Under section 33AB of the Income Tax Act, 1961  and subject to the conditions and to the extent specified therein, the company
shall be allowed a deduction of a sum equal to forty percent of the profits of its tea business or a sum equal to the amount or
aggregate of the amount deposited with the National Bank /Deposit Account in certain specified schemes as approved by the
Tea Board, whichever is less.

The following tax benefits shall be available to the prospective shareholders under Direct Tax Laws.

(b) Under The Income Tax Act, 1961

Resident Members

o Under section 10(34) of the Act, income earned by way of dividend from domestic company referred to in section 115O of
the Act is exempt from income-tax in the hands of the shareholders.

o Under section 10(38) of the Act, long term capital gain arising to the shareholder from transfer of a long term capital asset
being an equity share in the company or unit of an equity oriented Mutual fund (i.e. capital asset held for the period of
twelve months or more) entered into in a recognised stock exchange in India after October 1, 2004 is exempt.

However it has been proposed in the Union Budget 2006-2007 that income by way of long-term capital gain of a company
shall be taken into account in computing the book profit and income-tax payable under section 115JB of the Act. The
amendment will take effect from April 1, 2007 and will accordingly; apply in relation to the Assessment Year (‘AY’) 2007-
2008 and subsequent years.

o In terms of Section 88E of the Act, the securities transaction tax paid by the shareholder in respect of the taxable securities
transactions entered into in the course of the business would be eligible for rebate from the amount of income-tax on the
income chargeable under the head ‘Profits and Gains under Business or Profession’ arising from taxable securities
transactions.

o Under section 48 of the Act, if the investments in shares are sold after being held for not less than twelve months, the gains
[in cases not covered under section 10(38) of the Act], if any, will be treated as long-term capital gains and the gains shall
be calculated by deducting from the gross consideration, the indexed cost of acquisition.

o In accordance with section 10(23D) of the Act, all mutual funds set up by public sector banks or public financial institutions
or mutual funds registered under the Securities and Exchange Board of India (SEBI) or authorised by the Reserve Bank of
India subject to the conditions specified therein are eligible for exemption from Income-tax on their entire income, including
income from investment in the shares of the company.

o Under section 54EC of the Act and subject to the conditions and to the extent specified therein, long term capital gains [not
covered under the section 10(38) of the Act] arising on the transfer of shares of the Company will be exempt from capital
gains tax if the capital gain are invested within a period of 6 months from the date of transfer in the bonds issued by –

o National Bank for Agriculture and Rural Development established under Section 3 of the National Bank for Agriculture and
Rural Development Act, 1981;

o National Highways Authority of India constituted under Section 3 of National Highways Authority of India Act, 1988;

o Rural Electrification Corporation Limited, a company formed and registered under the Companies Act, 1956;
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o National Housing Bank established under Section 3(1) of the National Housing Bank Act, 1987;

o Small Industries Development Bank of India established under Section 3 of Small Industries Development Bank of India
Act, 1989;

However it has been proposed in the Union Budget 2006-2007 that benefit of the exemption will be available only if the
gains are invested in bonds of National Highways Authority of India and Rural Electrification Corporation Limited that are
issued on or after April 1, 2006. This amendment will take effect retrospectively from AY 2006-07 i.e. from April 1, 2005.

If only part of the capital gain is so reinvested, the exemption shall be proportionately reduced. The amount so exempted
shall be chargeable to tax subsequently, if the specified assets are transferred or converted within three years from the
date of their acquisition.

o Under Section 54ED of the Act and subject to the conditions and to the extent specified therein, long term capital gains [not
covered under Section 10(38) of the Act] arising on the transfer of shares of the Company, will be exempt from capital gains
tax if the capital gain is invested in equity shares of Indian Public Company forming part of an eligible public issue within a
period of 6 months after the date of such transfer. If only part of the capital gain is so reinvested, the exemption shall be
proportionately reduced. The amount so exempted shall be chargeable to tax subsequently, if the specified assets are
transferred or converted within one year from the date of their acquisition.

o However it has been proposed in the Union Budget 2006-2007 that the benefit of exemption from tax provided under this
section shall be withdrawn. This amendment will take effect from April 1, 2007 and will, accordingly, apply in relation to AY
2007-08 and subsequent years.

o Under Section 54F of the Act and subject to the conditions and to the extent specified therein, long term capital gains [in
cases not covered under section 10(38) of the Act] arising to an individual or Hindu Undivided Family (HUF) on transfer of
shares of the Company will be exempt from capital gains tax subject to other conditions, if the net sales consideration from
such shares are used for purchase of residential house property within a period of one year before or two year after the date
on which the transfer took place or for construction of residential house property within a period of three years after the
date of transfer.

o Under section 111A of the Act, capital gains arising to a shareholder from transfer of short terms capital assets, being an
equity share in the company or unit of an equity oriented Mutual fund, entered into in a recognised stock exchange in India
[after the date of coming into force of Chapter VII of the Finance (No. 2) Act, 2004] will be subject to tax at the rate of 10%
(plus applicable surcharge and educational cess on income-tax).

o Under Section 112 of the Act and other relevant provisions of the Act, long term capital gains [not covered under section
10(38) of the Act] arising on transfer of shares in the Company, if shares are held for a period exceeding 12 months, shall
be taxed at a rate of 20% (plus applicable surcharge and educational cess on income-tax) after indexation as provided in the
second proviso to Section 48 or at 10% (plus applicable surcharge and educational cess on income-tax) (without indexation),
at the option of the Shareholders.

o In terms of Securities Transaction Tax as enacted by Chapter VII of the Finance (No.2) Act, 2004, transactions for purchase
and sale of the securities in the recognised stock exchange by the shareholder, shall be chargeable to securities transaction
tax. As per the said provisions, any delivery based purchase and sale of equity share in a company through the recognised
stock exchange is liable to securities transaction tax @ 0.075% of the value payable by both buyer and seller (0.1% with
effect from 1 June, 2005 as per the Finance Act, 2005). The non-delivery based sale transactions are liable to tax @ 0.015%
of the value payable by the seller (0.02% with effect from 1 June, 2005 as per the Finance Act, 2005).

However it has been proposed in the Union Budget 2006-2007 to enhance these rates by 25%. Accordingly the proposed
new rates shall be as under:

Securities Transaction Tax on delivery based purchase and sale of equity shares in a company through the recognised stock
exchange will increase from 0.1% to 0.125%.

Securities Transaction Tax on non-delivery based transactions in equity shares or units of an equity oriented fund entered
into on a recognised stock exchange will increase from 0.02% to 0.025%.

This amendment will take effect from 1 June, 2006.
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Non Resident Indians/ Members other than FIIs and Foreign Venture Capital Investors

o By virtue of Section 10(34) of the Act, income earned by way of dividend income from another domestic company referred
to in section 115O of the Act, is exempt from tax in the hands of the recipients.

o Under Section 10(38) of the Act, long term capital gain arising to the shareholder from transfer of a long term capital asset
being an equity share in the company or unit of an equity oriented mutual fund (i.e. capital asset held for the period of
twelve months or more) entered into in a recognised stock exchange in India and being such a transaction, which is
chargeable to Securities Transaction Tax, shall be exempt from tax.

However it has been proposed in the Union Budget 2006-2007 that income by way of long-term capital gain of a company
shall be taken into account in computing the book profit and income-tax payable under section 115JB of the Act. The
amendment will take effect from April 1, 2007 and will accordingly; apply in relation to the AY 2007-2008 and subsequent
years.

o Under section 48 of the Act, if the investments in shares are sold after being held for not less than twelve months, the gains
[in cases not covered under section 10(38) of the Act], if any, will be treated as long-term capital gains and the gains shall
be calculated by deducting from the gross consideration, the indexed cost of acquisition.

Tax on income from investment and Long Term Capital Gains:

❑ A non-resident Indian (i.e. an individual being a citizen of India or person of Indian Origin) has an option to be governed by
the provisions of Chapter XIIA of the Act viz. “Special Provisions Relating to certain Incomes of Non-Residents”.

❑ Under section 115E of the Act, capital gains arising to the non resident on transfer of shares held for a period exceeding 12
months shall [in cases not covered under section 10(38) of the Act] be concessionally taxed at a flat rate of 10% (plus
applicable surcharge and educational cess on Income-tax) without indexation benefit but with protection against foreign
exchange fluctuation under the first proviso to section 48 of the Act.

o Capital gain on transfer of Foreign Exchange Assets, not to be charged in certain cases

❑ Under provisions of section 115F of the Act, long term capital gains [not covered under section 10(38) of the Act]
arising to a non-resident Indian from the transfer of shares of the company subscribed to in convertible Foreign
Exchange shall be exempt from income tax if the net consideration is reinvested in specified assets within six months
of the date of transfer. If only part of the net consideration is so reinvested, the exemption shall be proportionately
reduced. The amount so exempted shall be chargeable to tax subsequently, if the specified assets are transferred or
converted within three years from the date of their acquisition.

o Return of Income not to be filed in certain cases

❑ Under provisions of section 115-G of the Act, it shall not be necessary for a non-resident Indian to furnish his return of
income if his only source of income is investment income or long term capital gains or both arising out of assets
acquired, purchased or subscribed in convertible foreign exchange and tax deductible at source has been deducted
therefrom.

o Other Provisions

❑ Under section 115-I of the Act, a non resident Indian may elect not to be governed by the provisions of Chapter XII-A
for any assessment year by furnishing his return of income under section 139 of the Act declaring therein that the
provisions of the Chapter shall not apply to him for that assessment year and if he does so the provisions of this
Chapter shall not apply to him, instead the other provisions of the Act shall apply.

❑ Under the first proviso to section 48 of the Act, in case of a non resident, in computing the capital gains arising from
transfer of shares of the company acquired in convertible foreign exchange (as per exchange control regulations),
protection is provided from fluctuations in the value of rupee in terms of foreign currency in which the original
investment was made. Cost indexation benefits will not be available in such a case.

❑ Under section 54EC of the Act and subject to the conditions and to the extent specified therein, long term capital gains
[not covered under section 10(38) of the Act] arising on the transfer of shares of the company will be exempt from
capital gains tax if the capital gains are invested within a period of 6 months from the date of transfer, in the bonds
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issued by –

o National Bank for Agriculture and Rural Development established under Section 3 of the National Bank for Agriculture and
Rural Development Act, 1981;

o National Highways Authority of India constituted under Section 3 of National Highways Authority of India Act, 1988;

o Rural Electrification Corporation Limited, a company formed and registered under the Companies Act, 1956;

o National Housing Bank established under section 3(1) of the National Housing Bank Act, 1987;

o Small Industries Development Bank of India established under section 3, of Small Industries Development Bank of India
Act, 1989.

However it has been proposed in the Union Budget 2006-2007 that benefit of the exemption will be available only if the
gains are invested in bonds of National Highways Authority of India and Rural Electrification Corporation Limited that are
issued on are after April 1, 2006. This amendment will take effect retrospectively from AY 2006-07 i.e. from April 1, 2005.

If only part of the capital gain is so reinvested, the exemption shall be proportionately reduced. The amount so exempted
shall be chargeable to tax subsequently, if the specified assets are transferred or converted within three years from the
date of their acquisition.

❑ Under section 54ED of the Act and subject to the conditions and to the extent specified therein, long term capital gains
[not covered under section 10(38) of the Act] arising on the transfer of shares of the company, will be exempt from
capital gains tax if the capital gain is invested in equity shares of Indian Public Company forming part of an eligible
public issue, within a period of 6 months after the date of such transfer. If only part of the capital gain is so reinvested,
the exemption shall be proportionately reduced. The amount so exempted shall be chargeable to tax subsequently, if
the specified assets are transferred or converted within one year from the date of their acquisition.

However it has been proposed in the Union Budget 2006-2007 that the benefit of exemption from tax provided under
this section shall be withdrawn. This amendment will take effect from April 1, 2007 and will, accordingly, apply in
relation to AY 2007-08 and subsequent years.

❑ Under section 54F of the Act and subject to the conditions and to the extent specified therein, long term capital gains
[in cases not covered under section 10(38) of the Act] arising to an individual or Hindu Undivided Family (HUF) on
transfer of shares of the company will be exempt from capital gains tax subject to other conditions, if the sale proceeds
from such shares are used for purchase of residential house property within a period of one year before or two years
after the date on which the transfer took place or for construction of residential house property within a period of three
years after the date of transfer.

❑ Under section 112 of the Act and other relevant provisions of the Act, long term capital gains [not covered under
section 10(38) of the Act] arising on transfer of shares in the company, if shares are held for a period exceeding 12
months shall be taxed at a rate of 20% (plus applicable surcharge) after indexation as provided in the second proviso
to section 48. However, indexation will not be available if the investment is made in foreign currency as per the first
proviso to section 48 stated above, or it can be taxed at 10% (plus applicable surcharge and the education cess on
income-tax) (without indexation), at the option of assessee.

❑ Under Section 111A of the Act, capital gains arising to a shareholder from transfer of short terms capital assets, being
an equity share in the company or unit of an equity oriented Mutual fund, entered into in a recognised stock exchange
in India [after the date of coming into force of Chapter VII of the Finance (No. 2) Act, 2004] will be subject to tax at the
rate of 10% (plus applicable surcharge and the education cess on income-tax).

❑ In terms of Securities Transaction Tax as enacted by Chapter VII of the Finance (No.2) Act, 2004, transactions for
purchase and sale of the securities in the recognised stock exchange by the shareholder, shall be chargeable to
securities transaction tax. As per the said provisions, any delivery based purchase and sale of equity share in a
company through the recognised stock exchange is liable to securities transaction tax @ 0.075% of the value payable
by both buyer and seller (0.1% with effect from 1 June, 2005 as per the Finance Act, 2005). The non-delivery based
sale transactions are liable to tax @ 0.015% of the value payable by the seller (0.02% with effect from 1 June, 2005 as
per the Finance Act, 2005).
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However it has been proposed in the Union Budget 2006-2007 to enhance these rates by 25%. Accordingly the
proposed new rates shall be as under:

Securities Transaction Tax on delivery based purchase and sale of equity shares in a company through the recognised
stock exchange will increase from 0.1% to 0.125%.

Securities Transaction Tax on non-delivery based transactions in equity shares or units of an equity oriented fund
entered into on a recognised stock exchange will increase from 0.02% to 0.025%.

This amendment will take effect from 1 June, 2006.

Foreign Institutional Investors (FIIs)

o By virtue of section 10(34) of the Act, income earned by way of dividend income from another domestic company referred
to in section 115O of the Act, are exempt from tax in the hands of the institutional investor.

o Under Section 10(38) of the Act, long term capital gain arising to the shareholder from transfer of a long term capital asset
being an equity share in the company or unit of an equity oriented mutual fund (i.e. capital asset held for the period of
twelve months or more) entered into in a recognised stock exchange in India and being such a transaction, which is
chargeable to Securities Transaction Tax, shall be exempt from tax.

However it has been proposed in the Union Budget 2006-2007 that income by way of long-term capital gain of a company
shall be taken into account in computing the book profit and income-tax payable under section 115JB of the Act. The
amendment will take effect from April 1, 2007 and will accordingly; apply in relation to the AY 2007-2008 and subsequent
years.

o Under section 48 of the Act, if the investments in shares are sold after being held for not less than twelve months, the gains
[in cases not covered under section 10(38) of the Act], if any, will be treated as long-term capital gains and the gains shall
be calculated by deducting from the gross consideration, the indexed cost of acquisition.

o The income realised by FIIs on sale of shares in the company by way of short term capital gains referred to in Section 111A
of the Act would be taxed at the rate of 10% (plus applicable surcharge and education cess on income-tax) as per section
115AD of the Act.

o The income by way of short term capital gains (not referred to in section111A) or long term capital gains [not covered under
section 10(38) of the Act] realised by FIIs on sale of shares in the company would be taxed at the following rates as per
section 115AD of the Act.

■ Short term capital gains – 30% (plus applicable surcharge and education cess on income tax)

■ Long term capital gains – 10% (without cost indexation plus applicable surcharge and education cess on income-tax)

(Shares held in a company would be considered as a long term capital asset provided they are held for a period
exceeding 12 months).

o Under section 54EC of the Act and subject to the conditions and to the extent specified therein, long term capital gains [not
covered under section 10(38) of the Act] arising on the transfer of shares of the company will be exempt from capital gains
tax if the capital gains are invested within a period of 6 months after the date of such transfer for a period of 3 years in the
bonds issued by –

o National Bank for Agriculture and Rural Development established Section 3 of the National Bank for Agriculture and
Rural Development Act, 1981;

o National Highways Authority of India constituted under Section National Bank for Agriculture and Rural Development
established under 3 of National Highways Authority of India Act, 1988;

o Rural Electrification Corporation Limited, a company formed and registered under the Companies Act, 1956;

o National Housing Bank established under Section 3(1) of the National Housing Bank Act, 1987;

o Small Industries Development Bank of India established under Section 3 of Small Industries Development Bank of
India Act, 1989;

However it has been proposed in the Union Budget 2006-2007 that benefit of the exemption will be available only if the
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gains are invested in bonds of National Highways Authority of India and Rural Electrification Corporation Limited that are
issued on are after April 1, 2006. This amendment will take effect retrospectively from AY 2006-07 i.e. from April 1, 2005.

o Under section 54ED of the Act and subject to the conditions and to the extent specified therein, long term capital gains [not
covered under section 10(38) of the Act] on the transfer of shares of the company, will be exempt from capital gains tax if
the capital gains are invested in shares of an Indian company forming part of an eligible public issue, within a period of 6
months after the date of such transfer for one year.

However it has been proposed in the Union Budget 2006-2007 that the benefit of exemption from tax provided under this
section shall be withdrawn. This amendment will take effect from April 1, 2007 and will, accordingly, apply in relation to AY
2007-08 and subsequent years.

o In terms of Securities Transaction Tax as enacted by Chapter VII of the Finance (No.2) Act, 2004, transactions for purchase
and sale of the securities in the recognised stock exchange by the shareholder, shall be chargeable to securities transaction
tax. As per the said provisions, any delivery based purchase and sale of equity share in a company through the recognised
stock exchange is liable to securities transaction tax @ 0.075% of the value payable by both buyer and seller (0.1% with
effect from 1 June, 2005 as per the Finance Act, 2005). The non-delivery based sale transactions are liable to tax @ 0.015%
of the value payable by the seller (0.02% with effect from 1 June, 2005 as per the Finance Act, 2005).

However it has been proposed in the Union Budget 2006-2007 to enhance these rates by 25%. Accordingly the proposed
new rates shall be as under:

Securities Transaction Tax on delivery based purchase and sale of equity shares in a company through the recognised stock
exchange will increase from 0.1% to 0.125%.

Securities Transaction Tax on non-delivery based transactions in equity shares or units of an equity oriented fund entered
into on a recognised stock exchange will increase from 0.02% to 0.025%.

This amendment will take effect from 1 June, 2006.

Venture Capital Companies / Funds

As per the provisions of section 10(23FB) of the Act, income of :

a) Venture Capital Company which has been granted a certificate of registration under the Securities and Exchange Board of
India Act, 1992 and notified as such in the Official Gazette; and

b) Venture Capital Fund, operating under a registered trust deed or a venture capital scheme made by Unit Trust of India,
which has been granted a certificate of registration under the Securities and Exchange Board of India Act, 1992 and notified
as such in the Official Gazette set up for raising funds for investment in a Venture Capital Undertaking; is exempt from
income tax.

Infrastructure Capital Companies / Funds or Co-operative Bank

As per the provisions of section 10(23G) of the Act, income by way of dividends, interest or long term capital gains of

■ Infrastructure Capital Company;

■ Infrastructure Capital Fund; and

■ Co-operative Bank

from investment made in share or long term finance in undertakings specified therein shall be exempt from tax. However, such
income earned by an Infrastructure Capital Company shall not be exempt for the purpose of computing tax on book profits
u/s 115JB of the Act.

However it has been proposed in the Union Budget 2006-2007 to omit clause (23G) of Section 10 so as to make income from
existing as well as future investments in eligible businesses taxable. This amendment will take effect from the 1st day of April,
2007 and will, accordingly, apply in relation to AY 2007-08 and subsequent years.



27

(c) Under The Wealth Tax Act, 1957

o Shares of the company held by the shareholder will not be treated as an asset within the meaning of section 2(ea) of
Wealth-tax Act, 1957, hence Wealth-tax Act will not be applicable.

Notes

■ All the above benefits are as per the current tax law and will be available only to the sole/ first named holder in case the
shares are held by joint holders.

■ In respect of non-residents, taxability of capital gains mentioned above shall be further subject to any benefits available
under the Double Taxation Avoidance Agreement, if any between India and the country in which the non-resident has
fiscal domicile.

■ In view of the individual nature of tax consequence, each investor is advised to consult his/ her own tax adviser with
respect to specific tax consequences of his/ her participation in the scheme.
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CHAPTER IV: DETAILS OF ISSUER COMPANY

INDUSTRY OVERVIEW

The information presented in this section has been extracted from publicly available documents from various sources, including
officially prepared materials from the Government and its various ministries and has not been prepared or independently
verified by the Issuer or the Lead Manager.

INTERNATIONAL SCENARIO

Sugar

Brazil and India are the largest sugarcane and sugar producing countries followed by the European Union (EU), China, USA,
Thailand, Australia, Mexico and South Africa. According to the World Sugar Yearbook 2005, global sugar production has
increased from approximately 116.08 million metric tonnes (mmt) in 1994-95 to 144.66 mmt in 2004-05 representing the
CAGR of 2.22%, whereas consumption during the same period has increased from 114.96 mmt to 144.97 mmt representing a
CAGR of 2.35%. India is the largest consuming nation and the second largest producer of sugar at 13.70 mmt in 2004-05 after
Brazil at 30.18 mmt.

World production, consumption and distribution of sugar

(in mmt, raw value - October to September)

Year 2001-02 2002-03 2003-04 2004-05 2005-06*

Opening Stock 59.01 58.39 67.86 64.97 61.38

Add : Production 138.46 150.50 143.42 144.66 148.86

Add : Imports 45.19 48.22 48.98 50.83 49.25

Exports 48.75 49.89 52.48 54.11 52.12

Consumption 135.52 139.36 142.81 144.97 147.26

Closing Stock 58.39 67.86 64.97 61.38 60.11

*estimate

Though there was marginal increase in sugar production in 2004-05 but the same was set off by comparative higher increase
in consumption and consequently the carried forward inventory decreased to the level of 61.38 mmt as compared to 64.97
mmt in 2003-04. This decrease in inventory is also because of fall in sugar production in India during past two years.

The exports trade in the world sugar market is dominated by Brazil, European Union, Thailand and Australia. Although international
sugar price should be a reliable indication of prices and trends in the sugar markets, the global trade is subject to a certain level
of distortion due to trade policies adopted by certain nations.The Dispute Settlement Board of the WTO has upheld Australia,
Brazil and Thailand’s complaints against the European Union (EU) sugar export subsidies by directing that the EU must reduce
its export of subsidied sugar. This award has been accepted by EU who has already started the process of reducing its subsidies
in a phased manner. As a result of this, it is expected that around 7 mmt of white sugar will be eliminated from the international
markets.

The cost of production, is highest in EU, followed by South Africa, USA and Cuba. The cost of production in India is one of the
lowest in the world, after Australia, Brazil and Thailand. The world’s largest consumers of sugar are India, EU, China, Brazil, USA,
Russia, Mexico and Indonesia. The consumption of sugar in Asian countries has increased at a faster rate, as a direct result of
increasing population, lower sugar prices and increased availability.

The increasing prices of crude oil in 2005 has compelled various countries to seriously consider alternate energy resources
especially for automotive purposes and ethanol has emerged as a commercially viable alternative to crude oil.
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Ethanol is used as an automotive fuel by itself and can be mixed with gasoline to form what has been called “gasohol”. The most
common blends contain 10% ethanol and 85% ethanol mixed with gasoline. Over 1 billion gallons of ethanol are blended with
gasoline every year in the United States. Since the ethanol molecule contains oxygen, it allows the engine to more completely
combust the fuel, resulting in fewer emissions. Since ethanol is produced from plants that harness the power of the sun,
ethanol is also considered a renewable fuel. Therefore, ethanol has many advantages as an automotive fuel.

Brazil, the largest producer of sugar and largest consumer of ethanol, produces ethanol directly from sugarcane juice unlike
several other countries which produces ethanol from molasses, a by-product of the extraction of sugar from sugarcane. Due to
increased price of crude oil and rising cost of the sugar production, Brazil’s realisation from ethanol is higher than from procuring
and exporting sugar. As a result Brazil is increasingly diverting sugarcane towards the production of ethanol while reducing its
sugar output.

Another major sugar producer, EU is also expected to reduce its sugar production because of the acceptance of the direction of
the WTO to reduce export of subsidied sugar.

Consequent to the imminent withdrawal of large quantities of subsidied sugar and decline in world inventories, global sugar
prices staged an appreciable recovery.

Tea

The Tea Industry in India is an agro based labour intensive industry. It provides direct employment to over 1 million persons.
Through its forward and backward linkages another 10 million persons derive their livelihood from tea. In Northeast India alone,
the tea industry employs around 900,000 persons on permanent rolls. The Tea Industry is one of the largest employers of
women amongst organised industries in India. Women constitute nearly 51% of the total workforce.(website of Indian tea
association)

Scenario of tea production in the world during last five years was as follows:

Year Production (in million kgs)

2000 2908.5

2001 3041.0

2002 3053.1

2003 3144.4

2004 3150.6

(Source:UPASI Year Book)

INDIAN SCENARIO

Overview & Key Trends

●●●●● Sugar industry is the largest agro-based industry located in the rural India. About 45 million sugarcane farmers, their
dependents and a large mass of agricultural labourer are involved in sugarcane cultivation, harvesting and ancillary activities,
constituting 7.5% of the rural population. Besides, about 0.5 million skilled and semi-skilled workers, mostly from the rural
areas are engaged in the sugar industry. Some of the sugar factories have also diversified into by-product based industries
and have invested and put up distilleries, organic chemical plants, paper and board factories and cogeneration plants. The
industry generates its own replenishable biomass and uses it as fuel without depending on fossil fuel. Sugar industry
contributes about Rs. 2200 crores to the Central Exchequer as excise duty and other taxes annually. In addition, about
Rs.625 crores is realised by the State Governments annually through purchase tax and cess on cane. At the prevailing
sugar cane price, the total sugar cane produced in the country value at about Rs.32000 crores per year.

●●●●● There were approximately 567 sugar mills located in around 20 states of the country in 2004-05. About 55% of these mills
are in the cooperative sector, 34% in the private sector and rest in the public sector.
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●●●●● The minimum price of raw material, namely sugarcane, is statutorily fixed by the Central Government on the basis of the
recommendation made by Commission for Agricultural Costs & Prices (CACP). Sale of sugar produced by the mills is
regulated by the Central Government through monthly fixation of quota. Currently, 90% of the sugar produced is allowed
to be sold by mills as free sale quota (free in regard to price and movement) and 10% is allowed to be sold as levy to State
Governments or their nominees at predetermined prices. The sale of sugar produced in 4-5 months of the sugar season is
staggered over a period of a year or more.

●●●●● Sugar cycle: The domestic sugar industry typically follows a 4 to 5 year cycle. Higher sugarcane and sugar production
results in a fall in sugar prices and non-payment of dues to farmers. This compels the farmers to switch to other crops
thereby causing a shortage of sugarcane, consequently an increase in sugarcane prices and extraordinary profits. Taking
into account the prevalent higher prices for cane, farmers then switch back to sugarcane. For example, the bumper crop in
sugar season (Oct - Sep) 2001-02, 2002-03 resulted in higher production, but lower prices for sugar. It also resulted in large
cane arrears leading to harsh times for cane growers. Taking into account the bad experience of such depressed realisable
price, many farmers shifted to other crops leading to drop in sugarcane and sugar production in the country. The limited
availability of sugarcane in 2003-04, 2004-05 seasons forced the sugar manufacturers to make higher and prompt payment
to farmers. Consequently, this resulted in increased crop in 2005-06. An illustration of the said sugar cycle is given below:

Current Status in Indian Sugar Industry

India is the largest consumer and second largest producer of sugar in the world. Indian sugar production has grown from 9.83
mmt (of plantation white sugar) in 1993-94 season to 20.14 mmt in the 2002-03 season at a CAGR of approximately 6.62%
whereas consumption has grown from 11.87 mmt to 18.38 mmt at a CAGR of approximately 4.47% during the same period,
according to Indian Sugar Yearbook 2003-04. The average per capita consumption of sugar is estimated at 18.3 kg/year in the
year 2002-03. Based on the existing trend, this is estimated to increase to 23-24 kg/year by year 2010. However, after the
prolonged period of increased sugar production, sugar production was significantly lower at 14.00 mmt in the 2003-04 season.
Sugar production further decreased to 12.70 mmt in 2004-05 season.

Due to continous excessive production from 1999-2000 to 2002-03, the sugar ex-factory price which was ruling around
Rs.1630 per quintal in 2000-01 had fallen down below the cost of production to Rs. 1130 per quintal in 2003.

Subsequent to such low realisation lead to continuous decline in sugar production in two seasons striked the much needed
balance between demand and supply as a result the free sale prices of sugar started improving and improved to more
reasonable level in season 2004-05. The decrease in the sugar production of last two seasons, combined with growing sugar
demand compelled India to import 2.14 mmt of raw sugar in 2004-05. The sugar production as per the estimate of ISMA is
likely to be 18 mmt in 2005-06 which will be lower than the estimated consumption for the sugar season 2005-06.
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Indian Sugar production, consumption and distribution of sugar

(in lac tonnes - October to September)

Year 2001-02 2002-03 2003-04 2004-05 2005-06
(estimated)

Opening Stock 106.63 113.17 116.14 85.00 48.33

Add : Production 185.29 201.40 139.95 126.99 181.00

Add : Imports - 0.41 4.00 21.38 -

Exports 10.94 15.00 2.24 0.04 -

Consumption 167.81 183.84 172.85 185.00 -

Closing Stock 113.17 116.14 85.00 48.33

(Source: ISMA)

●●●●● The Government de-licensed sugar sector through notification dated September 11, 1998. The entrepreneurs have been
allowed to set up sugar factories or expand the existing sugar factories as per the techno-economic feasibility of the
project. However, they are required to maintain a radial distance of 15 kms from the existing sugar factory. After de-
licensing, a number of new sugar plants of varying capacities have been set up and the existing plants have substantially
increased their capacity.

The validity of the said notification was challenged in the Allahabad High Court. The Hon’ble Court quashed the said
notification, and accordingly sugar industry continues to be under licence regime. An appeal was preferred against the
order of Allahabad High Court before the Hon’ble Supreme Court. The Supreme Court was pleased to admit the appeal and
granted an interim stay against the operation of the order of the Allahabad High Court. The matter is pending before
Supreme Court of India for hearing.

Sugarcane Pricing

Sugarcane is the main raw material for sugar industry and accounts for about 70% of the cost of production of sugar. It is also the
major source of income for millions of farmers. The determination of price for sugarcane is, therefore, a matter of critical
importance both for the sugar industry and the cane growers. The Central Government fixes a Statutory Minimum Price factory
wise, in terms of Clause 3 of the Sugarcane (Control) Order, 1966 in respect of each sugar season having regard to the following:

●●●●● Cost of production of sugarcane

●●●●● Return to the growers from alternative crops and the general trend of prices of agricultural commodities

●●●●● Availability of sugar to consumers at a fair price

●●●●● Price at which sugar produced from sugarcane is sold by sugar producers

●●●●● Recovery of sugar from sugarcane

Further, under the Clause 5A of the Sugarcane (Control) Order, 1966, the farmer is entitled to an additional payment out of the
price realisation by the factories.

The Central Government before the onset of crushing season declares the SMP.

The U.P. sugar factories have paid Rs. 95/- per quintal for sugar season 2003-04, Rs. 107/- per quintal for the sugar season 2004-
05 and currently paying Rs. 115/- per quintal for the sugar season 2005-06, based on the prices announced by the U.P.
Government, which is also referred to as State Advised Price (SAP). Further the Bihar sugar factories paid SMP for the sugar
season 2003-04. However most of the Bihar sugar factories have paid a contractual price of Rs. 95/- per quintal, higher than the
SMP, for the sugar season 2004-05 and currently paying Rs.108/- per quintal for the sugar season 2005-06 which is also higher
than the SMP.

For the sugar seasons 2003-04 and 2004-05, the U.P. State government has granted a total relief of Rs. 2.50 per quintal of
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sugarcane in form of Cane Purchase Tax and Society Commission, which is directly passed to the cane growers by including the
same as part of the total SAP paid as mentioned above. However no such relief has been granted for the current season. The
Bihar Government in order to provide incentive to sugar factories has allowed remission of purchase tax for the seasons 2005-
06 to 2007-08.

In a Landmark judgment, the Honourable Supreme Court in its 3:2 majority judgment, dated 5th May, 2004 has upheld the right
of U.P. State Government to fix the State Advised Price (SAP) of sugarcane at levels higher than the SMP prescribed by the
Central Government under the Sugar Cane (Control) Order, 1966, thereby setting aside the order of the Allahabad High Court
which had held SAP to be untenable. As regards other States, like Bihar, Punjab, Haryana, the orders of the respective High
Courts have been set aside and the writ petitions have been remanded back to the respective High Courts for fresh consideration
in accordance with the applicable laws of those states. The U.P. Industry, subsequently filed the review petition, but the same
was also dismissed.

After the judgement of the Supreme Court, the U.P. State Government has announced SAP for the sugar seasons 2002-03 and
2003-04, with retrospective effect. The same was challenged by the U.P. Sugar Mills Association, before Allahabad High Court
and the Court has upheld the prices announced by the U.P. Government. As a result, we, like the rest of the U.P. Sugar Mills have
made a payment towards the arrears on account of differential prices of cane for the seasons 1996-97, 2002-03 and 2003-04.

Release Mechanism of Sugar

Under the partial control of sugar industry followed by the Central Government, 90% of the sugar produced by sugar mills may
be disposed off by them, without any restriction on price and movement. The balance 10% is to be supplied by them at prices
fixed by the Central Government. However, both free sale sugar and levy sugar are subject to monthly quotas decided by the
Central Government. The sugar produced in 4 to 5 months in a sugar seasons is controlled and regulated to be sold throughout
the year. This release mechanism has been in place since 1942, when the Sugar and Sugar Products Control Order was first
promulgated and has since been followed except for a break during 1978-79, when monthly release was given up. The reason
for monthly release of sugar has been to ensure that sugar is available throughout the year at reasonable prices to consumers,
while at the same time maintaining the price at a steady level helps the industry. 10% of the sugar produced by the factory is
procured by the Government as levy sugar at a pre-determined price for supply to consumers through the Public Distribution
System. This proportion of levy sugar was 60% in 1967-68 and has been gradually brought down to 10% from 2001-02.

By-products and Ethanol

Bagasse and molasses are the two most important by-products of the sugar industry. Whereas bagasse is primarily used to
meet the captive requirement of fuel, a substantial quantity of it can be saved to produce products like paper, particle boards etc.
In addition, the bagasse can also be used for cogeneration of power by the sugar industry. It is estimated that the sugar industry
has a potential to co-generate upto 5000 MW of power. Similarly, molasses, an important by-product of the sugar industry, is
used extensively for the manufacture of ethyl alcohol and alcohol based down stream chemicals in addition to manufacture of
potable alcohol. Dehydrated alcohol (ethanol) is a good oxygenate and when used as a blend with motor spirit, substantially
reduce the vehicular emissions. Its blending therefore can help reduce pollution in large cities. Ethanol has a high anti knock
quality and its addition up to 10% raises the octane rating of regular petrol by 3 units and blending up to 25% raises the octane
number by 8 units thus, eliminating the need for using environmentally harmful lead additives for raising the octane number of
petrol.

The Government announced Ethanol blended petrol scheme in 2002 to encourage alternative fuel, ethanol in the larger interest
of cane farmers and also its beneficial impact on environmental protection. As per the scheme, it was to cover the rest of the
country by end 2004. The percentage of mixing is to be increased to 10% and to 20% in subsequent phases.

The Government had made blending of fuel petrol with 5% mandatory w.e.f. October 1, 2003 in nine States and four Union
Territories. However, the said scheme could not last for long due to the decline in sugarcane and sugar production steeply in
2003-04 on account of severe drought in certain parts of the country. Consequently, the production of molasses has also
declined leading to increase in cost of production of Ethanol by about Rs.6/- per litre. During the year 2004-05, the blending
which was earlier mandatory has now been made optional for the oil companies. In view of increased crude oil prices in 2005,
the Government has again initiated procurement of ethanol from various distilleries.
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Tea

In India, production of tea has been stable in last five years. Production of tea was as follows:

Year Production (in million kgs)

2000 846.9

2001 853.9

2002 826.2

2003 857.1

2004 820.2

(Source:UPASI Year Book)

Further, tea also contributes towards exchequer of the country by means of exports. Details of exports and imports in last three
years are as follows:

(in million kgs)

Year Exports Imports

2002 201.0 22.01

2003 173.7 9.86

2004 183.6 30.52

(Source:UPASI Year Book)
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OUR BUSINESS

OVERVIEW

Our Company belongs to the well known K.K. Birla Group of Companies, which is a major player in industries like fertilisers,
chemicals, heavy engineering, textiles, shipping and others apart from sugar. From a modest beginning in 1932, the Company
has grown to achieve a position among the pioneers in the Sugar Industry.

The Company was promoted in the year 1932 under the name and style of Upper Ganges Sugar Mills Ltd by Birla Brothers Ltd.
who acted as its Managing Agents. The name of the Company was subsequently changed to Upper Ganges Sugar & Industries
Ltd. in the year 1984. Initially a Sugar Mill was set up at Seohara (U.P.) with a crushing capacity of 500 tcd. We further established
a distillery at Seohara (U.P.) which was transferred to Alco Chem Ltd., a subsidiary of the Company. The said subsidiary was
merged with the Company effective from 1st April, 1976. Subsequently we purchased Bharat Sugar Mills, a unit of New India
Sugar Mills Limited having a sugar mill with crushing capacity of 1750 tcd at Sidhwalia (Bihar) and it was transferred to the
Company pursuant to the Scheme of Arrangement sanctioned by the Calcutta High Court effective from 1st April, 1993.A
confectionery factory was taken on lease from C & E Morton (India) Limited which also merged with the Company effective from
1st July, 1976. The said confectionery factory was closed in the year 2000. The Company also purchased a Tea Garden called
“Cinnatolliah Tea Garden” situated at North Lakhimpur (Assam) in the year 1982. We have also acquired the sugar division of
New India Sugar Mills Limited having a sugar mill with crushing capacity of 1750 tcd at Hasanpur (Dist: Samastipur, Bihar)
pursuant to the Scheme of Arrangement between us and NISML sanctioned by the Hon’ble High Courts of Calcutta and
Allahabad effective from October 1, 2004. Our present crushing capacity is 14,250 tcd.

Over the period we have expanded and consolidated our capacities of sugar production, industrial alcohol/ethanol and tea
products. Presently we have three sugar factories at Seohara, Dist. Bijnor (Uttar Pradesh); second at Sidhwalia, Dist. Gopalganj
(Bihar) and third at Hasanpur, Dist: Samastipur (Bihar) with a combined crushing capacity of 14,250 tcd. Our Company is also
having a distillery at Seohara, Dist. Bijnor (Uttar Pradesh) with a capacity 16.5 million litres per annum. Our tea garden has a
cultivable area coverage of 590 hectares for production of various types of teas.

In FY 2004, 2005 and six months period ended December 31, 2005 we have earned revenues of Rs.26188.74 lacs, Rs.
34202.74 lacs and Rs.16995.70 lacs and Profit after Tax of Rs.580.87 lacs, Rs. 3031.12 lacs Rs. 1789.67 lacs respectively.

DETAILS OF OUR PRODUCTS

As stated above, we manufacture the following three main categories of products:

●●●●● Sugar

●●●●● Industrial Alcohol/Ethanol

●●●●● Tea

Share of different segments in our total sales for the last three years is as follows:

 2002-03  2003-04 2004-05 Six months
       ended December
                 31, 2005

Amount % to total Amount % to total Amount % to total Amount % to total
sales sales sales sales

Sugar 26468.89 89.46 23030.01 85.43 33228.85 91.30 19318.02 91.64

Industrial Alcohol/ Ethanol 1864.83 6.30 2818.65 10.45 1975.33 5.43 987.80 4.69

Tea 889.88 3.01 776.97 2.88 780.65 2.15 547.49 2.60

Others 364.01 1.23 334.41 1.24 408.91 1.12 227.30 1.07

Total 29587.61 100.00 26960.04 100.00 36393.74 100.00 21080.61 100.00
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PRODUCTION PROCESS

Production process for sugar and industrial alcohol/ethanol is as follows :

Harvested cane is received at the mill gate. Cane is then weighed on the platform type weighbridges having the weight
recording arrangement with linkage to the computers for recording the gross and net weights as also the price payable to the
farmers. Unloading of Cane is done as follows:

●●●●● Cane received in carts is unloaded directly into the cane carrier; and

●●●●● Cane received in tractor trolleys and trucks is unloaded with the help of overhead travelling cranes.

The sugarcane is uniformly fed to the shredder to prepare the same for efficient milling. The prepared cane is then passed
through the milling tandems for the initial grinding. The juice extracted is strained and kush-kush separated from the juice is
returned to the mill tandem. Bagasse from the last mill is conveyed, by means of a carrier system, as fuel to the boilers.

Crushed juice from the milling plant is mechanically screened. Double sulphitation process is followed for the manufacture of
sugar in the factory. The juice is then processed by heating upto 70 degree centigrade in rapid flow vertical juice heater. The
heated juice is limed and sulphited in a continuous juice sulphiter. The treated juice is heated to approximately 105 degree
centigrade and made to enter a flash tank for the removal of gas and air before letting it into a continuous clarifier, where the
settling of the mud flock takes place. Accumulated mud is separately withdrawn by gravity flow. Clear juice is withdrawn from
the upper regions through the overflow box for further treatment.

Clarified juice from the clarifier is further heated to around 115 degree centigrade in a tubular heater, before being pumped for
thickening. Vapours from the 1st & 2nd effect are used to heat the pans. A quadruple effect evaporator is used to effect final
thickening of the juice into syrup. The syrup of approximately 60/62 brix is further bleached by passing it through a continuous
syrup sulphitation vessel and pumped to pan supply tanks at the pan floor.

A three and half boiling system with the use of true seeding method is used in the pans for complete exhaustion. The process
of crystallization is initiated in the pans, and is completed in the crystallizers. Air-cooled crystallizers are used to handle proper
crystallization. After the mother liquor in the massecuite is exhausted to the optimum limit i.e. the maximum sugar from the
mother liquor has been transferred to sugar crystals, the two constituents are separated in the centrifugals. The sugar is washed
thoroughly with super heated wash in stages within the centrifugal baskets.

The sugar discharged from centrifugals is conveyed, dried and cooled by fluidized bed hoppers. Sugar is screened in a grader
so as to separate fine and lumps. Sugar is thereafter filled in sacks, weighted, stitched and transferred to the sugar warehouse.

Molasses and Bagasse are by products of the sugar plant. Besides, the unit also produces steam, which is used to generate
power for captive consumption. The recovery of sugar from sugarcane ranges between 9% to 11% during the last four years
and the total reducing sugar in molasses has been around 40%.

Molasses is diluted and fermented with yeast. The Fermented diluted molasses called wash is distilled in the distillation column
to produce Rectified Spirit (Industrial Alcohol). Rectified spirit is fed to the absolute alcohol plant whereby water present in
rectified spirit is removed to get 99.5% -99.8% pure alcohol called absolute alcohol (Ethanol).

Production process for Tea

Green leaves are plucked from our tea estate at a regular interval (approximately 6-7 days) from planted trees. After plucking,
green leaves are kept in withering troughs for evaporation of moisture by hot and cold air flow. After withering process is over,
the withered leaves are properly rolled and cut in the rollers and CTC machines. After rolling and cutting processing, cut tea is
kept in fermenting room for fermentation by maintaining ambient temperature. Fermented teas thereafter are sent to dryers for
drying. After completion of all these processes, the black / manufactured teas are sorted and packed in tea chests/jute bags/
paper sacks.

PROCUREMENT OF RAW MATERIALS

Sugar

Sugarcane is the sole raw material required for production of sugar.



36

In the present regulatory system, each sugar mill has a command area which is assigned by the cane commissioner of the state.
Each sugar mill is required to procure sugarcane from its command area.

Our Seohara Sugar Unit is located in Village Seohara on Bijnor District of Uttar Pradesh .The command area of Seohara factory
is 65,636 Hectares falling in Districts of Bijnor, Moradabad and Jyotiba Phule Nagar.

Bharat Sugar Unit is located in Sidhwalia in the District of Gopalganj, Bihar. The command area of this unit consists of 1,02,063
hectares of cultivable land falling in Districts of Gopalganj, Siwan, Saran and East Champaran.

Sugar unit located in Hasanpur in the District of Samastipur, Bihar consist of command area with 82,650 hectares of cultivable
land in the Districts of Begusarai, Samastipur and Darbhanga.

Our sugar mills have to pay the price fixed by the Central Government/State Government for the sugarcane supplied by cane
growers.

Industrial Alcohol/Ethanol

In the process of production of sugar from cane juice, molasses is generated as a by-product which in turn is used as the raw
material for production of Industrial Alcohol/Ethanol at our distilleries and balance, if any, is sold in the open market in accordance
with Molasses Policy of the state governments.

OUR PRODUCTION FACILITIES

We have three sugar factories at Seohara in Uttar Pradesh; Sidhwalia and unit at Hasanpur (Dist: Samastipur) in Bihar. Our
distillery is situated at Seohara in Uttar Pradesh. Our tea estate is at Lakhimpur North in Assam. Installed capacities, capacity
utilisations and actual production of the sugar units, distillery and tea unit for the years 2002-03, 2003-04 and 2004-05 are as
follows:

Seohara Sugar Unit

Description 2002-03 2003-04 2004-05 Six months ended
December 31, 2005

Installed Capacity (TCD) 10,000 10,000 10,000 10,000

Sugarcane crushed (lac quintals) 164.13 143.88 140.35 61.61

Capacity utilisation (%) 87.78 95.92 88.83 91.96

No. of working days 187 150 158 67

Sugar production (lac quintals) 15.93 14.36 14.13 5.43

Average Recovery (%) 9.70 9.98 10.10 8.81

Bharat Sugar Unit

Description 2002-03 2003-04 2004-05 Six months ended
December 31, 2005

Installed Capacity (TCD) 2,500 2,500 2,500 2,500

Sugarcane crushed (lac quintals) 30.30 22.43 21.05 10.62

Capacity utilisation (%) 89.78 93.46 92.53 103.61

No. of working days 135 96 91 41

Sugar production (lac quintals) 2.76 1.99 1.93 0.94

Recovery (%) 9.12 8.86 9.20 8.87
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Hasanpur Sugar Unit

Description 2004-05 Six months ended
December 31, 2005

Installed Capacity (TCD) 1750 1750

Sugarcane crushed (lac quintals) 7.76 6.07

Capacity utilisation (%) 86.95 102.02

No. of working days 51 34

Sugar production (lac quintals) 0.80 0.56

Recovery (%) 9.70 9.19

Seohara Distillery Unit

Description 2002-03 2003-04 2004-05 Six months ended
December 31, 2005

Installed Capacity (lac litres per annum) 165 165 165 165

Industrial Alcohol/Ethanol produced (lac litres) 157.0 165.51 114.46 52.39

Capacity utilisation (%) 95.15 100.30 69.37 63.50

Tea Estate

Description 2002-03 2003-04 2004-05

Area under cultivation (in hectares) 590 590 590

Production (lac kgs.) 11.82 12.10 10.88

In addition, we also have arrangement for manufacturing of Bio-compost at Seohara by using press-mud from sugar factory and
spent wash from distillery. Bio-Compositing culture purchased from Vasant Dada Sugar Institute, Pune are added and by
Aerobic Bio-composting process in 45-60 days Bio-Compost is ready. This is a fertiliser having Nitrogen, Phosphorus and
Potash etc. being widely used in cane, wheat, vegetables & flowers cultivation. Bio-compost produced by us is marketed under
the brand name “Uttam Jaivik Khad”.

Other than above main business segments, we also trade in HSD and lubricants.

OUR MARKETING

Sugar

At present, 10% of the sugar produced is released by the Central Government for its nominees as levy sugar and the remaining
90% is sold in the open market. However, the Central Government through the release mechanism system controls the actual
quantity that can be sold in the open market. The price of sugar sold in the open market depends on market forces.

The free sugar is sold through a network of agents, who in turn sell to wholesalers. As per the Company’s practice, the delivery
of free sale sugar is generally made against advance payment through demand draft on ex-factory basis.

Industrial Alcohol/Ethanol

The Industrial Alcohol, generally being used by the Chemical Industry is being sold by our Company through our own network.
Absolute Alcohol finds application in a variety of industries including pharmaceuticals, paints, etc. Due to hike in international
prices of crude oil which have impacted the prices of petrol and diesel, the Government of India has encouraged the use of bio
fuels like Ethanol to be blended with petroleum based fuels.
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Ethanol, being an oxygenate it contains high percentage of oxygen which helps combust fuel more completely and reduces
vehicular injurious emission. The Government had made blending of fuel petrol with 5% ethanol mandatory with effect from
October 1, 2003 in nine States and four Union Territories.

Logistical advantage would accrue to both oil companies and Distilleries in sale of Ethanol to the nearest oil company’s depots.

Due to sharp decline of production of Molasses, which is the raw material to manufacture of Industrial Alcohol, the Government
has given relaxation to the oil companies making blending of ethanol with petrol optional in 2004. In view of increased crude oil
prices in 2005, the Government has again initiated procurement of ethanol from various distilleries.

Tea

Tea marketing has historically been done through a system of auctions. The government promulgated Tea (Marketing) Control
Order, 2003 to supersede Tea (Marketing) Control Order, 1984 to regulate marketing of teas which contained provisions to
mandate a minimum quantity of tea to be sold through the auction system which is yet to be notified. The earlier order required
not less than 75% of the tea produced through tea auctions. We sell our tea through both the auction route and privately through
commission agents in various states.

Business Strategy

Our company is exploring various avenues for expanding and consolidating manufacturing capacities at Seohara both in sugar
as well as in distillery. We have initiated our efforts in this direction by acquiring a sugar unit of capacity 1,750 tcd, located in
Bihar, from New India Sugar Mills Limited (a Promoter group company) through a scheme of arrangement. Further we have a
plan to set up a co-generation power plant of 24 MW at an approximate cost of Rs.10000 lacs for which necessary steps have
been taken and orders for part of plant and machinery have been placed.

In order to meet the increasing demand of ethanol, we also plan to expand the capacity of our distillery at Seohara from 55 KLPD
to 100 KLPD, which involves an estimated capital outlay of Rs. 3608 lacs. We have initiated efforts to obtain the necessary
approvals and sanctions in this regard.

Our Board has also decided to undertake expansion of the Bharat Sugar Mills unit with an objective to increase the crushing
capacity to 5000 tcd from the existing capacity of 2,500 tcd with a sulphur free sugar refinery. It is also envisaged to set up a co-
generation power plant of 18MW for captive and export use. The estimated total capital outlay on this project is Rs.12500 lacs.

Further, we are also exploring options to expand our tea business through various options including acquisition of tea gardens.

Export Obligation

Currently, there is no export obligations to be fulfilled by us.

Employees

Our total employees as on May 31, 2006 was 3291. There are no employees stock option scheme/ employees stock purchase
scheme of our Company as on the date of this Letter of Offer. Further no amount or benefit has been paid or given in last two
years or intended to be paid or given to any officer and consideration for payment of giving of the benefit.
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OUR PROPERTIES

Unit Area Location

Seohara Sugar Unit 65 Bhiga 11 Biswa of Land At village – Safiabad, P.S. Seohara
Dist Bijnor, Uttar Pradesh

8 Bhiga 17 Biswa of land At village- Sheorampur P. S. Seohara
Dist Bijnor, Uttar Pradesh

14 Bhiga 16 Biswa of land At village- Shyamabad P. S. Seohara
Dist Bijnor, Uttar Pradesh

23 Bhiga 6 Biswa and 15 Biswansi of land At village- Girdharpur P. S. Seohara
Dist Bijnor, Uttar Pradesh

4 Biswa of land At village- Ferozpur P. S. Seohara
Dist Bijnor, Uttar Pradesh

1 Bhiga 2 Biswa of land At village- Saidapur P.S. Seohara
Dist Bijnor, Uttar Pradesh

18 Biswa of land At village- Gajmalpur P.S. Seohara
Dist Bijnor, Uttar Pradesh

1 Bhiga 10 Biswa of land At village- Mohammadpur P.S. Seohara
Dist Bijnor, Uttar Pradesh

2 Bhiga 3 Biswa of land At village- Khalilpur P.S. Seohara
Dist Bijnor, Uttar Pradesh

18 Bhiga of land At village- Kessimpur P.S. Seohara
Dist Bijnor, Uttar Pradesh

3 Bhiga 15 Biswa of land At village- Sadanandpur P. S. Seohara
Dist Bijnor, Uttar Pradesh

Seohara Distillery Unit 30 Bhiga 1 Biswa of land At Seohara Dist Bijnor, Uttar Pradesh

Bharat Sugar Mills 54 Bhiga 4 Katta and 8 Dhur of land At village- Bucheya P.O. & P.S. Sidhwalia
Dist Gopalganj, Bihar

New India Sugar Mills 43.31 Acre (about 49 Bhigas 11 Kathas 16 Dhur) Hasanpur Road, Villages Sashan,
of Land Rampur Rajwa and
Nayanagar, P.S  Rosera Pargana-Parri and
Hasanpur,  Dist Samstipur, Bihar

Cinnatolliah Tea Garden 5246 Bhiga 12 Katta and 97 Lessa of land At village- Mouza- Kadam P.S. Lilabari
Dist North Lakhimpur Assam

Moton Confectionery 8 Bhiga 9 Katta and 8 Dhur of land At village- Marohowarh & Awtarnagar at
& Milk Products Factory Dist Saran, Bihar

Kumakhiya 8.496 Acres of land At village Pathawari Pargana Budpur Tehsil
Chandpur Dist Bijnor

22.546 Acres of land At village Kumakhiya Tehsil Amrohaa
Dist Amroha UP

Hatta 66.6695 Acres of land Village Dhadha Bujurg Tehsil, Hatta
Dist Kushi Nagar

Sahapur Fagota 19.613 Acres of Land At Village Sahapur Fagota Pargana Dashna
Tehsil Hapur, Dist Ghaziabad UP
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INSURANCE

All our plants are insured with National Insurance Company Limited. We have taken composite industrial all-risk policy for our
plants (which covers fire risk, machinery breakdown for all plant and machinery, loss caused due to earthquake and loss of profit
due to fire). Machinery loss of profit is an add-up in our insurance policies. All insurance polices are tariff policies and the rates,
terms, conditions and scope of coverage are determined by the Tariff Advisory Committee, a Government body.

Sr. Insurance Policy & Date Particulars Asset Cover Sum Insured Validity
No. (Rs.)

1. 100200/11/06/3400000120 Standard Fire and Building, Plant & machinery 134,00,15,000 31.03.07
dated 21.04.2006 Special Perils Policy including electrical

(material damage) machinery, stock stores/
stock in progress, furniture
and fittings at Seohara,
Bijnor

2. 100200/11/06/3400000121 Standard Fire and Stock of sugar at Seohara, 168,35,00,000 31.03.07
dated 21.04.2006 Special Perils Policy Bijnor

(material damage)
and Sugar Stock
Policy on Declaration
basis

3. 100200/11/06/3400000127 Standard Fire and Stock of sugar in drier house, 30,00,000 31.03.07
dated 24.04.2006 Special Perils Policy loose, packed or in bins and

(material damage) empty packing bags.

4. 100200/11/06/3400000118 Standard Fire and Stock of molasses in 6,00,00,000 31.03.07
dated 24.04.06 Special Perils Policy steel tanks

(material damage)

5. 100200/11/06/3400000126 Standard Fire and Building at Seohara 6,71,25,000 31.03.07
dated 21.04.06 Special Perils Policy

(material damage)

6. 100200/11/06/3400000123 Standard Fire and Stocks of finished 2,50,00,000 31.03.07
dated 21.04.06 Special Perils Policy goods (stock of spirit)

(material damage)

7. 100200/11/06/3100000125 Standard Fire and Building Plant & machinery, 56,46,000 31.03.07
dated 21.04.06 Special Perils Policy stock and stock in progress of

(material damage) bio composed plant at Seohara

8. 100200/11/06/3400000119 Standard Fire and Stock of bagasse at Seohara 1,54,00,000 31.03.07
dated 21.04.06 Special Perils Policy and Shyamabad

(material damage)

9. 100200/11/06/3400000124 Standard Fire and Molasses in steel tanks in 3,50,00,000 31.03.07
dated 21.04.06 Special Perils Policy distillery factory at Seohara

(material damage)

10. 100200/11/06/3400000122 Standard Fire and Building, plant & machinery, 33,02,20,000 31.03.07
dated 21.04.06 Special Perils Policy  furniture, fixture and fittings,

(material damage) stock and stock in process.
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Sr. Insurance Policy & Date Particulars Asset Cover SumInsured Validity
No. (Rs.)

11. 100200/11/06/3300000113 Standard Fire and Building, plant & machinery, 40,85,03,000 31.03.07
dated 21.04.06 Special Perils Policy stock at Sugar mills Sidhwalia

(material damage)

12. 100200/11/06/3100000115 Standard Fire and Stock of molasses in steel 1,17,70,000 31.03.07
dated 21.04.06 Special Perils Policy tanks & pits at Sidhwalia

(material damage)

13. 100200/11/06/3300000117 Standard Fire and Sugar at Sidhwalia 39,22,00,000 31.03.07
dated 21.04.06 Special Perils Policy

(material damage)

14. 100200/11/06/3100000114 Standard Fire and Buildings at Sidhwalia 1,14,77,000 31.03.07
dated 21.04.2006 Special Perils Policy

(material damage)

15. 100200/11/06/3100000116 Standard Fire and Stock of Bagasseless at 30,00,000 31.03.07
dated 21.04.2006 Special Perils Policy Sidhwalia

(material damage)

16. 101500/11/05/3100000439 Standard Fire and Buildings furniture and 3,43,21,500 31.12.06
dated 27.12.05 Special Perils Policy fittings at Cinnatolliah

(material damage) Tea Garden

17. 100500/11/05/3300000440 Standard Fire and Buildings, Plant & Machinery, 5,70,89,000 31.12.06
dated 27.12.2005 Special Perils Policy accessories, electrical

(material damage) installations, furniture, fixtures
and fittings at Cinnatolliah
Tea Garden

18. 101500/21/06/4900000012 All risk and SRCC Cinnatolliah Tea Garden 8,47,00,000 31.03.07
dated 12.04.2006

19. 10500/46/05/7600000182 Money Insurance  Cinnatolliah Tea Garden 20,00,000 31.12.06
dated 23.12.2005 (Cash in safe)

20. 10500/46/05/7600002953 Money Insurance Cinnatolliah Tea Garden 3,00,00,000 31.12.06
dated 23.12.2005

21. 100200/11/06/3300000147 Standard Fire and Building, Plant & machinery 20,90,75,000 31.03.07
dated 26.04.2006 Special Perils Policy including electrical machinery,

(material damage) stock stores/stock in progress,
furniture and fittings at Hasanpur,
Dist. Samastipur, Bihar

22. 100200/11/06/3300000150 Standard Fire and Stock of sugar at Hasanpur 9,12,00,000 31.03.07
dated 26.04.2006 Special Perils Policy Dist. Samastipur, Bihar

(material damage)
and Sugar Stock
Policy on
Declaration basis
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Sr. Insurance Policy & Date Particulars Asset Cover SumInsured Validity
No. (Rs.)

23. 100200/11/06/3100000148 Standard Fire and Building at Hasanpur 1,06,85,000 31.03.07
dated 26.04.2006 Special Perils Policy Dist. Samastipur

(material damage) Bihar

24. 100200/11/06/3100000149 Standard Fire and Stock of molasses in steel 50,00,000 31.03.07
dated 26.04.2006 Special Perils Policy tanks at Hasanpur

(material damage) Dist. Samistipur, Bihar

COMPETITION

Sugar Industry in India is very fragmented and competitive because of presence of a number of players. Some of the major
players in Northern and Eastern India are Bajaj Hindusthan, Balrampur Chini Mills, Dhampur Sugar etc.
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KEY INDUSTRY REGULATIONS

The sugar industry is one of the industries enumerated in entry 33 of List III of the Seventh Schedule to the Constitution of India
and sugarcane is an article relatable to the sugar industry. Accordingly, both the Centre and the State are empowered to legislate
on this subject, and such legislations would be applicable to the business of the Company.

Set out below is a summary of the significant legislations passed by the Central Government relating to the production, sale and
purchase of sugar and sugarcane—

1. The Essential Commodities Act, 1955

The Essential Commodities Act, 1955 (“EC Act”) provides for the control of the production, supply, sales, storage, distribution
etc. in certain commodities. The terms ‘food stuff’ and ‘food crop’ have been identified as essential commodities under the
Act. ‘Sugarcane’ being a ‘food crop’ and ‘sugar’ being ‘food stuff’ are covered under the class of essential commodities
under the Act ;

Section 2(e) of the EC Act defines ‘sugar’ as under :-

i) any form of sugar containing more than ninety per cent of sucrose, including, sugar candy;

ii) khandsari sugar or bura sugar or crushed sugar or any sugar in crystalline or powdered form; or

iii) sugar in process in vacuum-pan sugar factory or raw sugar produced therein;

Section 3 of the EC Act empowers the Central Government for issuing directions to control production, supply, distribution
etc. of the ‘essential commodity’ produced by the manufacturer or stock holders, and also makes specific provision with
regard to the amount payable for the levy sugar sold by the producer.

The levy sugar price is to be fixed by the Central Government as per the provisions of Section 3 (3C) of the EC Act, having
regard to :

(a) the minimum price, if any, fixed for sugarcane by the Central Government;

(b) the manufacturing cost of sugar;

(c) the duty or tax payable thereon;

(d) securing a reasonable return of the capital employed in the business of manufacturing sugar.

Further, Section 3 (3-c) of the EC Act provides for fixing different prices from time to time for different areas or factories or
for different kinds of sugar.

The Central Government has also been empowered to direct that no producer, importer or exporter shall sell or otherwise
dispose of or deliver any kind of sugar or remove from the bonded godown of the factory in which it is produced, except
under and in accordance with the directions issued by the Government.

Further, all kinds of sugar including plantation white sugar, raw sugar and refined sugar, whether indigenously produced or
imported, fall within the scope of powers of the Central Government for directions in regard to, inter alia, stock, disposal or
delivery.

2. The Levy Sugar Supply (Control) Order, 1979

The objective of this legislation is to empower the Central Government to issue directions to any producer or importer or
recognised dealer to supply levy sugar in such quantities and from such place of manufacture or storage to such persons
or organisations, in such areas or markets or to the State Government/Union Territory / Administration as specified by the
Government.

The term ‘Levy Sugar’ has been defined to mean the sugar requisitioned by the Central Government under the EC Act.

Further, the Order prescribes that the producer shall supply levy sugar at a price not exceeding the price as determined by
Central Government under the EC Act.

3. Sugar (Control) Order, 1966

The Sugar (Control) Order authorises the Central Government to regulate sales etc. of sugar produced or imported.
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According to Clause 4 of the Sugar (Control) Order, no producer shall sell or agree to sell or otherwise dispose of or deliver
or agree to deliver any kind of sugar or remove any kind of sugar from the bonded godowns of the factory in which it is
produced except in accordance with the directions issued in writing by the Central Government.

Clause 5 of the Sugar (Control) Order empowers the Central Government to issue directions to producers or importers or
recognised dealers regarding production, maintenance of stocks, storage, sale, grading, packing, marking, weighment,
disposal, delivery and distribution of any kind of sugar.

Further, the Sugar (Control) Order provides for powers for attachment, seizure and sale of attached sugar, regulation of
quality of sugar and other administrative powers.

4. Sugar (Packing and Marking) Order, 1970

The objective of Sugar (Packing and Marking) Order is to regulate the packing of sugar manufactured by a producer and
marking on bags. The Sugar (Packing and Marking) Order prescribes that each producer shall, at the time of such packing,
mark the quality of sugar in terms of the Indian Sugar Standards.

5. Sugarcane (Control) Order, 1966

Under the Sugarcane (Control) Order, the Central Government is empowered to fix the minimum price of sugarcane to be
paid by producers of the sugar for sugarcane purchased by them having regard to certain factors as mentioned in Clause 3
of the said Sugarcane (Control) Order.

Further, a different price may be fixed for different areas or different qualities or varieties of sugarcane. Further, the Central
Government or the State Government with the approval of the Central Government, may, subject to such conditions as
specified in the Sugarcane (Control) Order, allow a suitable rebate in the price so fixed.

The Sugarcane (Control) Order also contains various provisions for regulating the supply and distribution of sugarcane.

The Central Government is empowered to direct the producers of the sugarcane to pay additional price for sugarcane in
addition to the minimum sugar prices fixed in accordance with the provisions of the second schedule to the Sugarcane
(Control) Order.

The Central Government is empowered to delegate certain powers conferred upon it by Sugarcane (Control) Order subject
to such restrictions, exceptions and conditions, if any, as the Central Government may think fit.

The following State legislations are also applicable to the business of the Company.

1. The Uttar Pradesh Sugarcane (Regulation of Supply and Purchase) Act, 1953 (‘UP Sugarcane Act’)

The aforesaid Act is applicable to the State of Uttar Pradesh and it seeks to regulate the supply and purchase of sugarcane
for use in sugar factories located in the State.

Section 2 of the UP Sugarcane Act defines the following terms as under-

(i) ‘Cane Commissioner’ means the Officer appointed to be Cane Commissioner under section 9 and includes an Additional
Cane Commissioner under section 10 of UP Sugarcane Act.

(ii) ‘Crushing season’ means the period beginning on the 1st October in any year and ending on the 15th of July in the next
following year.

The UP Sugarcane Act prescribes that the Cane Commissioner shall, on application by the occupier of the factory, reserve
or assign any area for the purposes of supply of sugarcane to the factory in accordance with the provisions of Section 16 of
the UP Sugarcane Act.

Further, in case of a ‘reserved area’, the occupier of the factory may be directed to purchase all the cane grown in that area.
In the case of an assigned area, the Cane Commissioner may determine the quantity of cane to be offered for sale to the
occupier of the factory.

Section 16 of the UP Sugarcane Act contains provisions to regulate the purchases and supply of cane in the reserved and
assigned areas.

The Hon’ble Supreme Court, vide a land mark judgment passed on 5th May, 2004 in its 3:2 bench upheld the rights of Uttar
Pradesh State Government to fix the State Advise Price (‘SAP’) of Sugarcane, under section 16 of the Act at levels higher



45

than Statutory Minimum Price (SMP) prescribed by the Central Government under the Sugarcane (Control) Order 1966.

2. The Uttar Pradesh Sugarcane (Regulation of Supply and Purchase) Rules,1954 (‘UP Sugarcane Rules’)

The UP Sugarcane Rules have been framed in exercise of the powers conferred by Section 23 of Uttar Pradesh Sugarcane
(Regulation of Supply and Purchase) Act, 1953 which prescribes the rules with particular regard to the reservation and
assignment of sugarcane area, payment of the sugarcane price by sugar factory to the cane growers, commission on the
purchase of cane payable by the factory to the Cane Growers Co-operative Society and Council to regulate the supply and
purchase of sugarcane.

3. The Uttar Pradesh Sugarcane Supply & Purchase Order, 1954 (‘UP Sugarcane Order’)

The UP Sugarcane Order has been passed in exercise of powers conferred by Section 16 of the Uttar Pradesh Sugarcane
(Regulation of Supply & Purchase) Act, 1953. The UP Sugarcane Order deals with the purchase of sugarcane by sugar
factories as per the reservation order issued by the Cane Commissioner. Sugar factories will have to enter into an agreement
with the Cane Growers’ Co-operative Society in Form ‘C’ by way of which the Co-operative Society agrees to sell the
specified quantity of sugarcane to the sugar factory through its members under the reservation order.

4. The Uttar Pradesh Sheera Niyantran Adhiniyam, 1964 (‘UPSNA’)

The UPSNA is applicable to the State of Uttar Pradesh which empowers the State Government to control the storage,
gradation and price of molasses produced by the sugar factories and the regulations of supply and distribution thereof.

The term “molasses” has been defined under Section 2(d) of UPSNA as under-

“the heavy dark coloured viscose liquid produced in the final stage of manufacturing of sugar by vacuum pan from
sugarcane or gur, when the liquid as such or in any form or admixture contains sugar”.

The UPSNA prescribes various provisions to regulate the supply and distribution of molasses from the sugar factory to the
distillery. The Act also contains provisions relating to storage of molasses.

5. Bihar Sugarcane (Regulation of Supply and Purchase) Act, 1981 (‘Bihar Sugarcane Act’)

The Bihar Sugarcane Act regulates the production, supply and distribution of sugarcane intended for use in sugar factories
and khandsari sugar manufacturing units and taxation of sugarcane and matters incidental thereto within the State of Bihar.
The following key terms have been as under -

a. ‘Cane’ means sugarcane intended for use in a factory or unit.

b. ‘Cane Commissioner’ - means the officer appointed to be the Cane Commissioner under section 12 of Bihar Sugarcane
Act.

c. ‘Crushing year’ means the year commencing on the 1st day of July in any year and ending on the 30th June in the year
next following.

d. ‘Factory’ - means any premises including the precincts thereof in any part of which sugar is manufactured by means
of vacuum pan process.

e. ‘Unit’ - means a manufacturing unit engaged or ordinarily engaged in the manufacture or production of khandsari sugar,
gur, shakkar, gul, jagari or rab from cane juice by power crusher.

As per the provisions of the Bihar Sugarcane Act, the Cane Commissioner may, on application by the occupier of the
factory, reserve or assign any area for the purposes of supply of sugarcane to the factory, having regard to the crushing
capacity of the factory and availability of sugarcane in such area.

Section 42 of Bihar Sugarcane Act also empowers the State Government to determine by notification in the Official
Gazette the minimum price of sugarcane payable by the owners of the units to the cane growers or Co-operative Societies
for cane supplied to them.

Section 48 and Section 49 of Bihar Sugarcane Act empowers the Government to fix the Commission and Tax payable by
the occupier of the factory on the purchase of cane.
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6. Sugar Development Fund Act, 1982 and Rules, 1983 (‘Sugar Development Fund Act’ and ‘Sugar Development Fund
Rules’)

The Sugar Development Fund Act and Rules were enacted by the Central Government to set up a fund for financing the
activities and development of the sugar industry. The Central Government provides loans to the sugar industry out of the
funds available in the Sugar Development Fund, for the purpose of rehabilitation and modernisation of the sugar plant and
machinery based on the scheme approved by the financial institutions as also for sugarcane development.

Under Rule 19 of Sugar Development Fund Rules, the Central Government has been empowered to decide about
maintenance of Buffer Stock and payment of subsidy thereon. The Central Government under Sugar Development Fund
Act and Rules made thereunder may also provide financial assistance as it may consider fit and proper.

A list of other legislations relating to sugar, sugar cane, alcohol and tea are set out below:

(i) Prevention of Food & Adulteration Act

(ii) Tea Act 1953

(iii) Petroleum Act 1934

(iv) The Arms Rules 1962

(v) Water (Prevention and Control of Pollution) Act 1974 and Rules

(vi) Air (Prevention and Control of Pollution) Act & Rules 1981

(vii) Hazardous Waste Rules

(viii) India Explosives Act & Rules 1884

(ix) Fertiliser Control Order 1985

(x) Insecticides Act & Rules 1968

(xi) Standard Weight & Measure (Packaged Commodities) Rules 1977

(xii) Industrial (Development & Regulation) Act 1951

(xiii) Import/Export Trade Control Policy of Govt. of India

(xiv) Bihar Molasses (Control) Act, 1947

(xv) Insecticides Act, 1968 and Rules
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HISTORY OF THE COMPANY AND OTHER CORPORATE MATTERS

Our Company belongs to the renowned K.K. Birla Group of Companies, which is a major player in key industries like fertilisers,
chemicals, heavy engineering, textiles, shipping, newspaper etc. apart from sugar. From a modest beginning in 1932, the
Company has grown to become the pioneers in Sugar Industry. It is one of the largest and rapidly growing companies in the
Sugar Industry.

The Company was promoted in the year 1932 by Birla Brothers Ltd. who were its Managing Agents under the name and style
of Upper Ganges Sugar Mills Ltd. The name of the Company was subsequently changed to Upper Ganges Sugar & Industries
Ltd. in the year 1984. Initially a Sugar Mill was set up at Seohara (U.P.). The Company has also set up a Distillery at Seohara (U.P.)
which was transferred to Alco Chem Ltd., a subsidiary of the Company. The said subsidiary was merged with the Company
effective from 1st April, 1976. The Confectionery factory was taken on lease from C & E Morton (India) Limited which also
merged with the Company effective from 1st July, 1976. Bharat Sugar Mills, a unit of New India Sugar Mills Limited having a
sugar mill at Sidhwalia (Bihar) was transferred to the Company pursuant to the Scheme of Arrangement sanctioned by the
Calcutta High Court effective from 1st April, 1993. The Company also purchased a Tea Garden called “Cinnatolliah Tea Garden”
situated at North Lakhimpur (Assam) in the year 1982. We had an oil mill at Chandausi (Uttar Pradesh), which suspended its
operation since FY1987 and in FY 2004-05, we have sold its all immoveable and moveable assets. Pursuant to a scheme of
arrangement, we have also acquired sugar division of New India Sugar Mills Limited with effect from October 1, 2004.

Through organic and inorganic modes of growth, our Company has grown from a single unit sugar manufacturing company to
a company having three sugar manufacturing units with an aggregate crushing capacity of about 14,250 tonnes of sugarcane
per day, one distillery producing 16.50 million litres per annum of industrial alcohol/ethanol, biocompost plant producing
organic fertiliser and a tea garden with a cultivative area of 590 hectares.

The equity shares of our Company initially got listed on The Calcutta Stock Exchange Association Ltd., Kolkata. Thereafter, the
equity shares were listed on the Uttar Pradesh Stock Exchange Association Limited, Kanpur, Bombay Stock Exchange Limited
and the National Stock Exchange of India Limited. Recently we voluntarily delisted our equity shares from the Uttar Pradesh
Stock Exchange Association Limited, Kanpur w.e.f. November 28, 2003.

Major Events

Particulars Date

Incorporation of Company August 10, 1932

Set up Sugar Mill at Seohara- capacity 500 TCD 1933-34

Established Distillery at Seohara- capacity 1.10 lac gallons per month
(now present capacity-16.5 million litres per annum) 1958-59

Purchase of Cinnatolliah Tea Garden in Assam January 1, 1982

Amalgamation of Bharat Sugar Mill at Sidhwalia with us (1000 tcd) April 1, 1993

Increase in capacity of Sugar Mill at Seohara to 10,000 tcd Crushing Season 1996-97

Increase in capacity of Bharat Sugar Mill at Sidhwalia to 2500 tcd Crushing Season 2001-02

Acquisition of sugar unit of a crushing capacity of 1750 tcd of New India Sugar Mills
Limited by way of scheme of arrangement October 1, 2004

OUR CORPORATE STRUCTURE

Management of the Company vests with the Board of Directors comprising eminent industrialists, professionals and persons
having wide industrial experience and business acumen. Majority of the directors on the Board are independent. The Chairperson
-cum- Managing Director of the Company is overall in-charge of the Company. She is assisted by a team of Advisor, Executive
Presidents and Vice-Presidents to manage the day to day affairs of the Company.
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MAIN OBJECTS OF THE COMPANY

The main objects as set out in the Memorandum of Association of Upper Ganges Sugar & Industries Limited are as under:

To carry on the business of sugar manufacture and refinery and the manufacture of any other material that may be decided upon
by or on behalf of the Company and the business of buyers, sellers of any goods or merchandise whatsoever and to transact all
manufacturing or treating and preparing processes and mercantile business that may be necessary or expedient and to purchase
and vend the raw material and manufactured articles.

The Objects Clause of the Memorandum of Association of our Company enables us to undertake our existing activities.

CHANGES IN MEMORANDUM OF ASSOCIATION

Since incorporation, the following changes have been made to our Memorandum of Association:

Date of Shareholder’s Changes
approval

December 27, 1941 Increase in Authorised Share Capital of the Company from Rs. 10,00,000 to Rs. 30,00,000

November 9, 1945 Increase in Authorised Share Capital of the Company from Rs. 30,00,000 to Rs. 1,00,00,000

July 4, 1947 Registered office was shifted from Bengal to United Provinces of Agra and Awdh

July 15, 1955 Registered Office was shifted from Uttar Pradesh to West Bengal

July 30, 1965 Amendment to the Object Clause of the Company by way of addition of sub Clause 25 to Clause 3

July 29, 1966 Increase in Authorised Share Capital of the Company from Rs. 1,00,00,000 to Rs. 2,00,00,000

February 18, 1982 Increase in Authorised Share Capital of the Company from Rs. 2,00,00,000 to Rs. 3,00,00,000

July 19, 1984 Name of the Company was changed from Upper Ganges Sugar Mills Limited to Upper Ganges
Sugar & Industries Ltd.

June 15, 1994 Increase in Authorised Share Capital of the Company from Rs. 3,00,00,000 to Rs. 10,00,00,000

December 27, 1994 Amendment to the objects clause of the Company by way of addition of sub-clauses 1(a) to (h) to
the Clause III

March 27, 1997 Increase in Authorised Share Capital of the Company from Rs. 10,00,00,000 to Rs. 32,00,00,000

July 26, 1999 Registered Office of the Company was shifted from State of West Bengal to State of Uttar Pradesh

The details of the capital raised by our Company are given in the section titled “Capital Structure” on page no. 8 of this Letter of
Offer.
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OUR SUBSIDIARIES

Our Company currently has one subsidiary:

Uttar Pradesh Trading Company Limited. (“UPTCL”)

UPTCL was incorporated on February 23, 1951 under the Indian Companies Act, 1913. The registered office of UPTCL is at 9/1,
R.N. Mukherjee Road, Kolkata - 700 001.

As per its Memorandum of Association, the main object of the company is to carry on business of buyers, sellers, agents,
dealers, exporters and importers of any goods or merchandise whatsoever and to transit all manufacturing or treating and
preparing process and mercantile business and to purchase and vend raw material and manufactured articles. Further the
objects provides for undertaking investment activities and dealing in shares and securities.

Currently, it is engaged in the business of dealing and investment in shares and securities. UPTCL is registered with RBI as a
NBFC vide certificate of registration number 05.00220 dated February 20, 1998 under section 45IA of RBI Act, 1934.

Shareholding Pattern

UPTCL is a wholly owned subsidiary of our Company.

Board of Directors

 The Board of Directors of UPTCL as on May 31, 2006 comprised as follows:

● Smt. Nandini Nopany, Chairperson

● Shri C.S. Nopany, Managing Director

● Shri I.P. Singh Roy

● Shri R.N. Jhunjhunwala

● Shri A.L. Tulsian

Financial Performance

Brief financials of UPTCL for the financial years 2003-04, 2004-05 and 2005-06 are given below :

(all figures are in Rs. Lacs except per share data)

2003-04 2004-05 2005-06

Total Income 100.57 447.41 156.65

Profit/(Loss) After Tax 98.06 441.27 152.82

Equity Share Capital (of Re.1/- each) 1636.25 1636.25 1636.25

Reserves & Surplus 569.17 1007.03 1156.42

Earning per Share 0.06 0.27 0.09

Net Asset Value per Share 1.35 1.62 1.71

The Equity Shares of UPTCL are not listed on any Stock Exchanges.

Note : Pursuant to the scheme of amalgamation sanctioned by Calcutta High Court vide its order dated July 6, 2005, Saran
Trading Company Limited ceased to be our subsidiary with effect from 1st April, 2004.
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OUR MANAGEMENT

BOARD OF DIRECTORS

The following table sets forth details regarding our Board of Directors as on the date on this Letter of Offer:

Name, Designation, Father’s Name, Nationality Age Other Directorships in Indian Companies
Address, Occupation and Term (Years)

Smt. Nandini Nopany Indian 59 Nilgiri Plantations Ltd.
- Chairperson-cum-Mg. Director Shital Commercial Ltd.
D/o. Dr. K.K. Birla Ronson Traders Ltd.
14, Rowland Road Birla Corporation Ltd.
 Kolkata - 700 020 Shree Vihar Properties Ltd.
- Business Executive Uttar Pradesh Trading Co. Ltd.
- September 30, 2010 Uttam Commercial Ltd.

Murray & Company Pvt. Ltd.
Nopany Investments Pvt. Ltd.

Shri C.S. Nopany Indian 40 The Oudh Sugar Mills Ltd.
- Director Sutlej Industries Ltd.
- S/o. Shri Bimal Kumar Nopany Gobind Sugar Mills Ltd.
- 17E, Alipore Road New India Sugar Mills Ltd.
   Kolkata - 700 027 RTM Inv. & Trdg. Co. Ltd.
- Industrialist OSM Inv. & Trdg. Co. Ltd.
- AGM 2007 Hargaon Inv. & Trdg. Co. Ltd.

Darbhanga Marketing Co. Ltd.
SCM Inv. & Trdg. Co. Ltd.
Chambal Fertilisers & Chemicals Ltd.
(Alternate)
Uttar Pradesh Trading Co. Ltd.
Yashovardhan Inv. & Trdg. Co. Ltd.
La Monde Exports Pvt. Ltd.

Shri R.K. Choudhury Indian 70 Balrampur Chini Mills Ltd.
- Director Reliance Bengal Industries Ltd.
- S/o. Late Madanlal Choudhury Lynx Machinery & Commercials Ltd.
- 403 & 404 Suryakiran Birla VXL Ltd.
  4 Ashoka Road Puja Corporation Ltd.
  Kolkata - 700 027 RKDK International Ltd.
- Advocate Khaitan Consultants Ltd.
- AGM 2006 The Pratappur Sugar & Ind. Ltd.

Suryakiran Apartment Services Pvt. Ltd.
Elpro International Ltd.

Shri G.K. Bhagat* Indian 79 Hindustan Selling Agencies Pvt. Ltd.
- Director
- S/o. Late Madan Gopal Bhagat
- 11, Sarojini Naidu Sarani
  Kolkata - 700 017
- Industrialist
- AGM 2006
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Name, Designation, Father’s Name, Nationality Age Other Directorships in Indian Companies
Address, Occupation and Term (Years)

Shri Bhaskar Mitter Indian 86 Exide Industries Ltd.
- Director Eveready Industries India Ltd.
- S/o. Late Brajendra Lal Mitter Gloster Jute Mills Ltd.
- Flat No. 3B Graphite India Ltd.
 7/1, Queens Park Oriental Carbon & Chemicals Ltd.
 Kolkata - 700 019
- Company Director
- AGM 2006

Lt. Gen. K. Chiman Singh (Retd.) Indian 78 —
- Director
- S/o. Thakur Kushal Singh
- 109, Sadul Ganj, Bikaner
 Rajasthan - 330 033
- Retired Army General
- AGM 2007

Shri Gaurav Swarup Indian 49 Paharpur Cooling Towers Ltd.
- Director Paharpur Industries Ltd.
- S/o. Shri Mahendra Swarup PBC Ventures Ltd.
- 2B, Judges Court Road Paharpur Fertilisers & Chemicals Ltd.
 Kolkata - 700 027 Industrial & Prudential Inv. Co. Ltd.
- Business KSB Pumps Ltd.
- AGM 2008 Swadeshi Polytex Ltd.

Hastera Credit Private Ltd.

Shri Supriya Gupta Indian 69 Kanoria Chemicals & Industries Ltd.
- Director Bengal Tea & Fabrics Ltd.
- S/o. Late Suprakash Gupta GIS Limited
- 18/1, Dover Place Hindustan National Glass & Ind. Ltd.
 Kolkata - 700 019 Kirti Vardhan Finvest & Services Ltd.
- Retired Bank Executive Vivekanand Sky Road Ltd.
- AGM 2008 Bhansali Engineering Polymers Ltd.

Suryachakra Power Corporation Ltd.
Indessa Gases Private Ltd.
Adhunik Metalliks Ltd.
Nabil Bank Ltd.

Shri Sunil Kanoria Indian 41 Srei Infrastructure Finance Ltd.
- Director Indian Infrastructure Equipment Ltd.
- S/o. Shri Hari Prasad Kanoria NAC Infrastructure Equipment Ltd.
- 32Q, New Road, Alipore Aermid Srei Health Care Finance Ltd.
 Kolkata - 700 027 Henry Butcher International Valuers &
- Company Executive Auctioneers Pvt. Ltd.
- AGM 2007 Quipo Telecom Infrastructure Private Ltd.

Quipo Oil and Gas Infrastructure Private Ltd.
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Name, Designation, Father’s Name, Nationality Age Other Directorships in Indian Companies
Address, Occupation and Term (Years)

Shri I.P. Singh Roy Indian 59 Castle Properties Pvt. Ltd.
- Director Uttar Pradesh Trading Company Ltd.
- S/o. Late Sunil Kumar Singh Roy
- 5/1A, Hunger Ford Street
   Kolkata - 700 017
- Advocate
- AGM 2008

Shri P.K. Lakhotia Indian 56 Moon Corporation Ltd.
Director The Oudh Trading Company Pvt. Ltd.
- S/o. Shri Nand Lal Lakhotia
- The Oudh Sugar Mills Ltd.
   P.O. Hargaon - 261 121
  Dist. Sitapur (U.P.)
- Service
- AGM 2008

* None of our directors are on RBI wilful defaulters list. For details, please refer to the section titled “Legal and Other Information”
on Page 165 of this letter of offer.

Brief Biography of Our Directors

Smt. Nandini Nopany, aged 59, is a Senior Cambridge. She is the Chairperson cum Managing Director of our Company. She is
responsible for overall management of the Company. She has over 31 years of experience in managing industries. She was
appointed as Managing Director of the Company on 1st October, 1995. On 12th September, 2001 she was designated as
Deputy Chairperson-cum-Managing Director. Further on 10th September, 2002 she was designated as Chairperson-cum-
Managing Director. She is the Chairperson of Finance & Corporate Affairs Committee of the Company.

Shri C.S. Nopany, aged 40 years, is a Chartered Accountant and Master in Science of Industrial Administration from Carnegie
Mellon University, Pittsburgh, USA. He is an eminent industrialist having vast industrial experience in diverse fields like sugar,
tea, shipping, textiles, fertilisers and chemicals, etc. He is the president of Indian Sugar Mills Association and past president of
Indian Chamber of Commerce.

Shri R.K. Choudhury, aged 70 years, is a Bachelor of Law. He is a Senior Partner in Khaitan & Co., Advocates and Notaries, and
is a leading Advocate having wide experience in the matter of taxation, corporate planning and international arbitration. He is a
member of International Bar Association, Supreme Court Bar Association, Bar Council of India and Indian Council of Arbitration.
He is also a social worker and is associated with several social and philanthropic organisations. He is on the Board of several
leading companies of India.

Shri G.K. Bhagat, aged 79 years, is holder of Master’s Degree in Ceramic Technology from the Ohio State University, Columbus,
Ohio, USA. He is a Fellow of Indian Institute of Ceramics. He was the Managing Director of Bengal Potteries Ltd. Shri Bhagat is
the past President/Chairman of Indian Chamber of Commerce, Kolkata, Indian Ceramic Society, All India Pottery Manufacturers
Association and Chemical & Allied Products Export Promotion Council.

Shri Bhaskar Mitter, aged 86 years, studied law and economics in Cambridge University in United Kingdom and qualified as
Barrister at Law from London. He is the former Chairman of CESC Ltd., Indian Oxygen Ltd., (now BOC Ltd.) and Andrew Yule
Group of Companies. He is also the past President of Associated Chambers of Commerce & Industry of India and Bengal
Chambers of Commerce & Industry. He has vast industrial experience and is on the Board of several leading companies.

Lt. Gen. K. Chiman Singh, aged 78 years, is a retired Army General and an awardee of Param Vishist Seva Medal.

Shri Gaurav Swarup, aged 49 years, is a holder of Master’s Degree in Business Administration (MBA) from Harvard University,
U.S.A. and has done his Mechanical Engineering from Jadavpur University. He is the Managing Director of Paharpur Cooling
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Towers Ltd. He is the past President of Indian Chamber of Commerce, Kolkata.

Shri Supriya Gupta, aged 69 years, is an Arts Graduate from Presidency College, Kolkata. He is a well known banker with more
than 37 years of experience in banking industry. He is the past President of The Calcutta Stock Exchange Association Ltd. He
was the Managing Director and Chairman of UTI Bank Ltd., Managing Director of State Bank of Bikaner and Jaipur and Deputy
Managing Director, Commercial Banking, State Bank of India.

Shri Sunil Kanoria, aged 41 years, is a Member of the Institute of Chartered Accountants of India. Shri Kanoria brings to the
Board substantial experience as Director of several public limited companies. He is the President of the Federation of Indian
Hire Purchase Association and Member of several important organisations viz. Finance Industry Development Council,
Construction Industry Development Council, etc. He is also the past President of Merchants Chamber of Commerce.

Shri I.P.  Singh Roy, aged 59 years, holds Masters degree in Arts and has done his Bachelor of Law from King’s College, London.
He is an advocate having 29 years of experience in commercial and industrial law matters.

Shri P.K. Lakhotia, aged 56 years, holds Master’s Degree in Economics. Shri Lakhotia has about 25 years of industrial experience
in sugar industry. He is the Executive President of Sugar Mills and Distillery at Hargaon, units of The Oudh Sugar Mills Ltd.

Borrowing Powers of the Directors

Pursuant to the provisions of Section 293(1)(d) of the Act, the shareholders at the annual general meeting held on March 30,
2006 have authorised the Board of the Company to borrow a sum not exceeding Rs.500 crores over and above the aggregate
of the paid-up capital and free reserves of the Company.

Compensation of Our Directors

Details of remuneration paid to the directors for the year 2004-05 are as follows:

Executive Director

Smt. Nandini Nopany has been re-appointed as our Managing Director for a period of five years with effect from October 1,
2005.

Details of her remuneration for the year ended June 30, 2005 are as follows:

Salary (Rs.) Perquisites (Rs.) Retirement Benefits (Rs.)

15,00,000 1,43,000 1,80,000

The salary of Smt. Nandini Nopany has been revised to Rs. 1,80,000 per month with effect from October 1, 2005.

Non-Executive Directors

The Company pays remuneration to its non-executive Directors by way of commission upto 1% of the net profits for all
directors put together with the maximum ceiling of Rs. 40,000 per director. The Company paid a fee @ Rs. 500 to each director
for attending meetings of the Board of Directors and Committees thereof upto 9th December, 2004. Thereafter, the fees have
been revised to Rs.5,000 and Rs. 2,500 per meeting for attending meetings of the Board and Committees thereof respectively.



54

The details of sitting fee paid during the year 2004-05 are as follows :

Sl. Name of the Director/ Institution Amount (Rs.)
No.

1. Smt. Nandini Nopany 22,000

2. Shri C.S. Nopany 32,500

3. Shri R.K. Choudhury 1,000

4. Shri G.K. Bhagat 20,000

5. Shri Bhaskar Mitter 18,500

6. Lt. Gen. K. Chiman Singh (Retd.) 5,000

7. Shri A.V. Lodha @ —

8. Shri Gaurav Swarup 10,500

9. Shri Supriya Gupta 5,500

10. Shri Sunil Kanoria 5,000

11. Industrial Development Bank of India Ltd. * 6,000

12. Shri G. Dhurka # 9,500

* For the meetings attended by Nominee Director of IDBI

@ Ceased to be Director w.e.f. 09.12.2004

# Resigned w.e.f. 16.08.2005

Shareholding of our Directors in our Company

Name June 5, 2006

Smt. Nandini Nopany 3,10,800

Shri C.S. Nopany 24,000

Interest of our Directors

Except as stated in “Related Party Transactions” on page 102 of this Letter of Offer, and to the extent of shareholding,
remuneration, commission, sitting fees for attending board or committee meetings, in our Company, the Directors do not have
any other interest in our business.

Changes in Our Board of Directors during the last three years

Name of the Director Particulars of change Reason

Shri R.N. Mody Resigned as Director vide his letter dated 16.08.2003 Personal
noted by the Board at its meeting held on 28.10.2003

Shri A.V. Lodha Retired at the Annual General Meeting held on 09.12.2004 Retired by rotation

Shri S. Sahoo Ceased as Nominee Director of IDBI on 04.05.2005 -

Shri L.P. Aggarwal Appointed as Nominee Director by IDBI from 04.05.2005 -

Shri G. Dhurka Resigned as Director vide his letter dated 11.08.2005 Personal
noted by the Board at its meeting held on 16.08.2005

Shri P.K. Lakhotia Appointed as an additional Director on 16.08.2005 -

Shri I.P. Singh Roy Appointed as an additional Director on 23.09.2005 -

Shri L.P. Aggarwal Ceased as Nominee Director of IDBI on 02.05.2006 -
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Corporate Governance

Composition of our Board of Directors is in compliance with the Corporate Governance norms as stipulated in Clause 49 of the
Listing Agreement. We have also formed Audit Committee and Investors’ Grievance Committee in line with the Corporate
Governance norms. Details regarding our Board of Directors and other Committees are given in the following paragraphs:

The Board of Directors has constituted Committees of the Directors with adequate delegation of powers to discharge urgent
business of the Company. These Committees are Audit Committee, Investors’ Grievance Committee and Remuneration
Committee. The Committees meet as often as required. The details of Audit Committee, Investors’ Grievance Committee and
Remuneration Committee are as follows -

I) Audit Committee

a) Composition

The Audit Committee comprises of four non-executive Directors viz. Lt. Gen K Chiman Singh (Retd.) (Chairman), Shri
R.K. Choudhury, Shri G.K. Bhagat and Shri Supriya Gupta of which three are independant. Our Company Secretary is
the Secretary of the Committee.

b) Terms of Reference

The terms of reference of Audit Committee includes the matters provided in Clause 49 of the Listing Agreement and
Section 292A of the Companies Act, 1956. The Committee reviews reports of the internal auditors, adequacy of
internal audit, meets the statutory auditors periodically and discusses their findings, suggestions, internal control
system, scope of audit, observations of the auditors, compliance of accounting standards applicable to the Company
and other related matters and reviews major accounting policies followed by the Company. The Committee also
reviews the Cost Audit Reports as submitted by the Cost Auditors relating to Sugar and industrial alcohol. The
quarterly and annual financial statements before submission to the Board are reviewed by the Committee. The
Committee recommends the appointment and removal of Statutory Auditors, Cost Auditors and Internal Auditors and
fixation of their fees. The Committee met four times during the current fiscal year.

II) Investors’ Grievance Committee

a) Composition

The Committee, presently, comprises of three non-executive Directors viz. Shri G.K. Bhagat (Chairman), Shri C.S.
Nopany and Shri B. Mitter. Shri S.K. Poddar, Secretary of the Company is the Compliance Officer of the Company for
complying with the requirements of the Listing Agreement with the Stock Exchanges.

b) Terms of Reference

The Committee oversees the performance of Messrs Intime Spectrum Registry Limited, the Registrar & Share Transfer
Agent of the Company and recommends measures to improve the level of investor related services. The Committee
deals with the applications for transfer/ transmission of shares, subdivision and consolidation of share certificates and
issue of duplicate share certificates. The Committee met three times during the current fiscal year.

III) Remuneration Committee

a) Composition

The Company has constituted the Remuneration Committee comprising of Shri I.P. Singh Roy, Shri G.K. Bhagat and
Shri Bhaskar Mitter, all of whom are independent.

b) Terms of Reference

The Committee recommends the remuneration of Managing Director of the Company at the time of appointment and
also reviews increments to him as well as to the Executive Presidents of the Company. The Committee met once
during the current fiscal year.
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OUR ORGANISATION STRUCTURE
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Key Managerial Personnel

The details of our Key managerial personnel are as follows:

Name Age Designation Qualifications Previous Total Month & Gross Salary
(Years) Employment Experience Year of Paid during

(Years) Joining 2004-05
(Rs. in lacs)

Smt. Nandini Nopany 59 Chairperson-cum- Senior - - 31 March, 1993 18.23
Managing Director Cambridge

Shri C.B. Patodia 56 Advisor Intermediate The New 37 February, 33.41
Swadeshi 1990
Sugar Mills Ltd.

Shri B.K. Malpani 57 Executive President B.Com.; M.B.A. - 36 August, 1969 9.20
(Seohara)

Shri B.K. Sureka 52 Executive President B.Sc.; LLB The Oudh 27 July, 1999 5.72
(Sidhwalia) Sugar Mills

Limited

Shri R.K. Gupta 38 Executive Vice B.E. (Civil) - 12 March, 1994 1.04
(from 1.3.2005) President

(Hasanpur)

Shri S.S. Binani 53 Executive Vice M.Com; LLB Thirani Tea &
President Industries Ltd. 32 July, 1999 8.32
(Cinnatolliah)

Shri S.K. Poddar 54 Company Secretary B. Com., F.C.S. Shree Services 35 November, 7.18
& Trading  1980
Company
Limited

Shri S.K. Maheshwari 49 Chief Financial B.Sc.;F.C.A. The Hindustan 25 October, 1986 7.42
Officer Times Limited

All the abovementioned key managerial personnel are permanent employees of our Company. The remuneration of each of our
key managerial personnel is as per the provisions of Section 217(2A) of the Companies Act, 1956 and the Companies (Particulars
of Employees) Rules, 1975.

Shareholding of our Key Managerial Personnel

Shareholding of our Key Managerial Personnel in our Company as on June 5, 2006

Name of Key Managerial Personnel No. of Equity Shares held

Smt. Nandini Nopany 3,10,800

Shri B.K. Malpani 750

Shri S.S. Binani 900

Shri S.K. Poddar 150

Shri S.K. Maheshwari 10

Interest of Key Managerial Personnel

The key managerial personnel of our Company do not have any interest in our Company other than to the extent of the
remuneration or benefits to which they are entitled to as per their terms of appointment and reimbursement of expenses
incurred by them during the ordinary course of business; to the extent of the Equity Shares held by them in the Company as
stated above and related party transactions entered into between them, their relatives and the Company. For further details,
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please refer to “Related Party Transactions” on page no. 102 of this Letter of Offer.

Details of loans taken by Key Managerial Personnel in our Company

No loan was outstanding from the Key Managerial Personnel from our Company as on December 31, 2005.

We have not granted any stock options to our Directors and Key Managerial Personnel. Except as stated otherwise in this Letter
of Offer, we have not entered into any contract, agreement or arrangement during the preceding 2 years from the date of this
Letter of Offer in which the Directors are interested directly or indirectly and no payments have been made to them in respect
of these contracts, agreements or arrangements or are proposed to be made to them.

Changes in our Key Managerial Personnel during the last three years

There has been no change in our Key Managerial Personnel during the last three years.
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OUR PROMOTERS

The Company was promoted in the year 1932 under the name and style of Upper Ganges Sugar Mills Ltd. by Birla Brothers Ltd.
who acted as its Managing Agents, with Late B.M. Birla as the Chairman. During 1942, consequent to a change in the Managing
Agents, The Cotton Agents Ltd. (name subsequently changed to Birla Bombay Private Limited), came in and continued to be
the Managing Agents till 1969, whereafter the Managing Agency System was abolished by the Government. The Company
currently is a part of the well known K. K. Birla group. Our present promoters are Dr. K. K. Birla, Smt. Nandini Nopany & Shri C.
S. Nopany, who controls the Company through their direct and indirect holdings and through shares, held through the following
companies:

● New India Sugar Mills Limited

● Hargaon Investment & Trading Company Limited

● RTM Investment & Trading Company Limited

● SCM Investment & Trading Company Limited

● Darbhanga Marketing Company Limited

● OSM Investment & Trading Company Limited

● Champaran Marketing Company Limited

● Shital Commercial Limited

● Uttam Commercial Limited

● Yashovardhan Investment & Trading Company Limited

● Narkatiaganj Farms Limited

● Rajpur Farms Limited

● La Monde Trading & Investments Private Limited

● Wasmen Technologies Private Limited

● Moneyline Finvest Private Limited

● The Oudh Sugar Mills Limited

At present, our Company is being managed by the Board of Directors. Smt. Nandini Nopany is the Chairperson-cum- Managing
Director of the Company.

Dr. K.K. Birla is the Chairman Emeritus of the Company.

Brief Profiles of our promoters and the above mentioned companies are given below:

Dr. K.K. Birla

Voter ID No. DKD-1457803, Permanent Account No. ADMPB 6470C.

Dr. Krishna Kumar Birla, son of Late Ghanshyam Das Birla, was born in Pilani, Rajasthan, on 12th
October, 1918. He joined the Sugar Industry in the year 1940 and is amongst the founder member of
Indian Sugar Industry. Over the years, Dr. Birla has established one of India’s well known business
conglomerate through brilliance of entrepreneurial genius and sheer hard work. His industrial empire
spans across a wide spectrum of key industries like sugar, fertilisers, chemicals, heavy engineering,
textiles, shipping, newspaper etc. One of his greatest achievements has been to earn the trust of his
millions of shareholders, employees and customers which has played a crucial role in his phenomenal
growth. He has the distinction of being a respected parliamentarian, socialite, philanthropist and scholar
apart from being a renowned industrialist.

For 18 consecutive years, Dr. Birla was a Member of Rajya Sabha. In the year 1961, he was elected
Sheriff of Calcutta and in the year 1997, he was conferred Doctor of Letters (Honoris Causa) by Pondicherry
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University. He has headed a number of Chambers of Commerce such as Indian Sugar Mills Association, Federation of Indian
Chamber of Commerce and Industry, Indian Chamber of Commerce and many such prominent organisations. His numerous
responsibilities include the Trusteeship of the Birla Education Trust, which runs a number of schools and institutions in the
country offering subsidised education, and Chairmanship of the prestigious Birla Institute of Technology and Science (BITS) at
Pilani and Dubai. Dr. Birla has established K.K. Birla Foundation which has instituted annual awards for excellence in Indian
literature, scientific research, Indian philosophy etc. and K.K. Birla Academy to undertake research on scientific, cultural and
historical subjects. The beautiful Radhakrishna Temple dedicated to Lord Krishna in Kolkata and the G.D. Birla Sabhagar in
Kolkata are amongst his many social contributions.

Details of the Permanent Account Number, Bank Account Number and Passport Number have been submitted to the Stock
Exchanges where the Equity Shares are proposed to be listed at the time of filing the Draft Letter of Offer.

Smt. Nandini Nopany

Voter ID No. DWK 5001011, Permanent Account No. ABMPN7831R.

Smt. Nandini Nopany, aged 59 years, is a Senior Cambridge. She is the Chairperson cum Managing
Director of our Company. She looks after the overall management and is the driving force of the
Company. She has over 31 years of experience in managing various industries at senior management
levels.

Details of the Permanent Account Number, Bank Account Number and Passport Number have been
submitted to the Stock Exchanges where the Equity Shares are proposed to be listed at the time of
filing the Draft Letter of Offer.

Shri C.S. Nopany

Voter ID No. DWK 4990941, Driving License No. WB-01-035925, Permanent Account No. ABJPN5385K

Shri C. S. Nopany, aged 40 years, is a Director of our Company. He is a Chartered Accountant and
Master of Science in Industrial Administration from Carnegie Mellon University, Pittsburgh, USA. He
is an eminent industrialist having vast industrial experience in diverse fields like sugar, tea, shipping,
textiles, fertilisers and chemicals etc. He is the President of Indian Sugar Mills Association and past
President of Indian Chamber of Commerce.

Details of the Permanent Account Number, Bank Account Number and Passport Number have been
submitted to the Stock Exchanges where the Equity Shares are proposed to be listed at the time of
filing the Draft Letter of Offer.

New India Sugar Mills Limited. (“NISML”)

NISML was incorporated on May 4, 1933 under the Indian Companies Act, 1913. The registered office of NISML is at 9/1, R.N.
Mukherjee Road, Kolkata - 700 001.

As per its Memorandum of Association, the main object of the company is to carry on the business of sugar manufacture and
refinery and the manufacture of any other material that may be decided upon by or on behalf of the Company and the business
of buyers, sellers and dealers of any goods or merchandise whatsoever and to transact all manufacturing or treating and
preparing processes and mercantile business that may be necessary or expedient and to purchase and vend the raw material
and manufactured articles.

Currently, the company is engaged in the business of trading in various goods and products including dress materials, moorty,
photos and curio goods etc besides investments in shares and securities.

Further, pursuant to a scheme of arrangement for amalgamation between NISML and Saran Trading Company Limited (Saran
Trading)(erstwhile 100% subsidiary of Upper Ganges) all the assets and liabilities of Saran Trading were transferred to NISML
with effect from April 1, 2004. The scheme has been approved by the Hon’ble High Court at Calcutta High Court vide its order
dated July 6, 2005.
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Also, a scheme of arrangement for transfer of sugar division of NISML to Upper Ganges has been sanctioned by the Hon’ble
High Courts at Calcutta and Allahabad vide their orders dated December 7, 2005 and January 19, 2005 respecctively. For further
details, please refer to section titled “Capital Structure” of the Draft Letter of Offer.

Shareholding Pattern

Shareholding Pattern of NISML as on March 31, 2006 was as follows:

Category No. of shares held % of Shareholding

Promoters 9,97,695 68.66

Mutual Funds, Banks, FIIs and Insurance Companies 1,30,606 8.99

Private Corporate Bodies and other Public 3,24,694 22.35

Total 14,52,995 100.00

Board of Directors

The Board of Directors of NISML as on May 31, 2006 comprised as follows:

Shri C.S. Nopany (Chairman),

Shri Ramesh Tapuriah

Shri P.K. Singhi

Dr. T. Datta Chaudhuri (IIBI - Nominee)

Smt. Shalini Nopany

Shri Suresh Somani

Shri M.S. Sharma

Financial Performance

Brief audited financials of NISML for the financial years 2003-04, 2004-05 and 2005-06 are given below:

(all figures are in Rs. Lacs except per share data)

2003-04 2004-05 2005-06**

Total Income 2123.29 412.60 243.23

Profit/(Loss) After Tax (256.24) (124.44) 209.58

Equity Share Capital (of Rs.10/- each) 135.88 125.22* 145.47

Reserves & Surplus 703.03 794.46 975.35

Earning per Share - - 14.42

Net Asset Value per Share 54.13 75.19 77.14

** These audited accounts are subject to approval of shareholders in AGM.

* Does not include amount of Rs. 20.25 lacs on account of share capital suspense account comprising of shares issued to
Upper Ganges on account of amalgamation of Saran Trading with NISML after the balance sheet.
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The equity shares of NISML are listed on The Calcutta Stock Exchange Association Limited. There has been no trading in the
equity shares of NISML during the last six months preceding the date of filing the Draft Letter of Offer with SEBI.

There has been no change in management of NISML in last ten years.

There was no public/rights issue in last three years. There has been no change in capital structure during the last six months
except for the issuance of equity shares pursuant to the terms of the scheme of amalgamation of Saran Trading Company
Limited with NISML approved by the Hon’ble High Court at Calcutta vide its order dated July 6, 2005. The company is not a sick
company under SICA and is not under winding up.

The Company Registration Number, Permanent Account Number, Bank Account Number and the address of Registrar where
NISML is registered have been submitted to the Stock Exchanges where the Equity Shares are proposed to be listed at the time
of filing the Draft Letter of Offer.

Common Pursuits

Currently, there are no common pursuits between NISML and us.

Promise vs Performance

No Public Issue or Rights Issue has been made in last ten years.

Details of Public and Rights Issue made in last three years

There has been no public or rights issue in last 3 years.

Hargaon Investment & Trading Company Limited (“HITCL”)

HITCL was incorporated on December 26, 1986 under the Companies Act, 1956. The registered office of HITCL is at 9/1, R.N.
Mukherjee Road, Kolkata - 700 001.

As per its Memorandum of Association, the main object of the company is to carry on business of investment company and to
invest in and acquire hold and deal in shares, stocks, debentures, debenture stocks, bonds, obligations and securities issued or
guaranteed by any body corporate carrying on business in India or elsewhere and debentures, debenture stocks, bonds,
obligations and securities, issued or guaranteed by any Government State dominion, sovereign, ruler, commissioners, public
body or authority, supreme, municipal local or otherwise whether in India or elsewhere.

Currently, the company is engaged in the business of investment in shares and securities. The company is registered with RBI
as a NBFC vide certificate of registration number 05.00201 dated February 20, 1998 under section 45IA of RBI Act, 1934.

Shareholding Pattern

HITCL is a wholly owned subsidiary of The Oudh Sugar Mills Limited.

Board of Directors

The Board of Directors of HITCL as on May 31, 2006 were as follows:

Shri C.S. Nopany (Chairman)

Shri R.N. Bagaria

Shri K.C. Gupta

Shri S.K. Jhunjhunwala.
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Financial Performance

Brief audited financials of HITCL for the financial years 2003-04, 2004-05 and 2005-06 are given below:

(all figures are in Rs. Lacs except per share data)

2003-04 2004-05 2005-06

Total Income 43.06 57.61 311.02

Profit/(Loss) After Tax 42.37 56.97 305.05

Equity Share Capital (of Rs.10/- each) 304.57 304.57 304.57

Reserves & Surplus 546.53 603.49 908.54

Earning per Share 1.39 1.87 10.02

Net Asset Value per Share 27.94 29.81 39.83

The equity shares of HITCL are not listed on any stock exchange.

There has been no change in capital structure during the last six months and there was no public/rights issue in last three years.
The company is not a sick company under SICA and is not under winding up.

There has been no change in management of HITCL in last ten years.

The Company Registration Number, Permanent Account Number, Bank Account Number and the address of Registrar where
HITCL is registered have been submitted to the Stock Exchanges where the Equity Shares are proposed to be listed at the time
of filing the Draft Letter of Offer.

RTM Investment & Trading Company Limited (“RITCL”)

RITCL was incorporated on February 6, 1987 under the Companies Act, 1956. The registered office of RITCL is at 9/1, R.N.
Mukherjee Road, Kolkata - 700 001.

As per its Memorandum of Association, the main object of the company is to carry on business of Investment Company and to
invest in and acquire hold, deal in shares, stocks, debentures, debentures stocks and other securities.

Currently, the company is engaged in the business of investment in shares and securities. The company is registered with RBI
as a NBFC vide certificate of registration number 05.00345 dated February 26, 1998 under section 45IA of RBI Act, 1934.

Shareholding Pattern

RITCL is a wholly owned subsidiary of Sutlej Industries Limited.

Board of Directors

The Board of Directors of RITCL as on May 31, 2006 comprised as follows:

Shri C.S. Nopany (Chairman),

Shri R.N. Laddha (Managing Director),

Shri N.M. Gupta,

Shri S.K. Poddar

Shri Sunil Lohia.
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Financial Performance

Brief audited financials of RITCL for the financial years 2003-04, 2004-05 and 2005-06 are given below:

(all figures are in Rs. Lacs except per share data)

2003-04 2004-05 2005-06

Total Income 272.33 185.06 646.11

Profit/(Loss) After Tax (32.14) 118.10 626.78

Equity Share Capital (of Rs.10/- each) 1,285.06 1,445.69 1445.69

Reserves & Surplus 352.88 470.98 1097.77

Earning per Share — 0.82 4.34

Net Asset Value per Share 12.75 13.26 17.60

The equity shares of RITCL are not listed on any stock exchange.

There has been no change in management of RITCL in last ten years.

There has been no change in capital structure during the last six months and there was no public/rights issue in last three years.
The company is not a sick company under SICA and is not under winding up.

The Company Registration Number, Permanent Account Number, Bank Account Number and the address of Registrar where
RITCL is registered have been submitted to the Stock Exchanges where the Equity Shares are proposed to be listed at the time
of filing the Draft Letter of Offer.

SCM Investment & Trading Company Limited (“SITCL”)

SITCL was incorporated on December 26, 1986 under the Companies Act, 1956. The registered office of SITCL is at 9/1, R.N.
Mukherjee Road, Kolkata - 700 001.

As per its Memorandum of Association, the main object of the company is to carry on business of Investment Company and to
invest in and acquire, hold, deal in shares, stocks, debentures, debentures stocks and other securities.

Currently, the company is engaged in the business of investment in shares and securities. The company is registered with RBI
as a NBFC vide certificate of registration number 05.02417 dated May 16, 1998 under section 45IA of RBI Act, 1934.

Shareholding Pattern

SITCL is a wholly owned subsidiary of Sutlej Industries Limited.

Board of Directors

The Board of Directors of SITCL as on May 31, 2006 comprised as follows:

Shri C.S. Nopany (Chairman)

Shri U.S. Beria (Managing Director)

Shri R.N. Laddha

Shri R.N. Jhunjhunwala

Shri R.N. Bagaria
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Financial Performance

Brief audited financials of SITCL for the financial years 2003-04, 2004-05 and 2005-06 are given below:

(all figures are in Rs. Lacs except per share data)

2003-04 2004-05 2005-06

Total Income 258.28 253.21 769.81

Profit/(Loss) After Tax (33.18) 134.59 749.24

Equity Share Capital (of Rs.10/- each) 1,409.93 1,550.92 1550.92

Reserves & Surplus 446.55 581.14 1330.38

Earning per Share — 0.86 4.83

Net Asset Value per Share 13.17 13.75 18.58

The equity shares of SITCL are not listed on any stock exchange.

There has been no change in management of SITCL in last ten years.

There has been no change in capital structure during the last six months and there was no public/rights issue in last three years.
The company is not a sick company under SICA and is not under winding up.

The Company Registration Number, Permanent Account Number, Bank Account Number and the address of Registrar where
SITCL is registered have been submitted to the Stock Exchanges where the Equity Shares are proposed to be listed at the time
of filing the Draft Letter of Offer.

Darbhanga Marketing Company Limited (“DMCL”)

DMCL was incorporated on February 23, 1951 under the Indian Companies Act, 1913. The registered office of DMCL is at 9/1,
R.N. Mukherjee Road, Kolkata - 700 001.

As per its Memorandum of Association, the main object of the company is to carry on business of buyers, sellers, agents,
dealers, exporters and importers of any goods or merchandise whatsoever and to transit all manufacturing or treating and
preparing process and mercantile business and to purchase and vend raw material and manufactured articles. Further the
objects provides for undertaking investment activities and dealing in shares and securities.

Currently, the company is engaged in the business of investment in shares and securities. The company is registered with RBI
as a NBFC vide certificate of registration number 05.00275 dated February 19, 1998 under section 45IA of RBI Act, 1934.

Shareholding Pattern

DMCL is a wholly owned subsidiary of New India Sugar Mills Limited.

Board of Directors

The Board of Directors of DMCL as on May 31, 2006 comprised as follows:

Shri C.S. Nopany (Chairman),

Shri U.S. Beria (Managing Director),

Shri R.N. Bagaria,

Shri C.K. Vyas.
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Financial Performance

Brief audited financials of DMCL for the financial years 2003-04, 2004-05 and 2005-06 are given below:

(all figures are in Rs. Lacs except per share data)

2003-04 2004-05 2005-06

Total Income 56.88 244.19 961.55

Profit/(Loss) After Tax 49.52 241.39 949.89

Equity Share Capital (of Re.1/- each) 694.40 694.40 694.40

Reserves & Surplus 698.41 936.95 1883.98

Earning per Share 0.07 0.34 1.36

Net Asset Value per Share 2.01 2.35 3.71

The equity shares of DMCL are not listed on any stock exchange.

There has been no change in management of DMCL in last ten years.

There has been no change in capital structure during the last six months and there was no public/rights issue in last three years.
The company is not a sick company under SICA and is not under winding up.

The Company Registration Number, Permanent Account Number, Bank Account Number and the address of Registrar where
DMCL is registered have been submitted to the Stock Exchanges where the Equity Shares are proposed to be listed at the time
of filing the Draft Letter of Offer.

OSM Investment & Trading Company Limited (“OITCL”)

OITCL was incorporated on 26th December, 1986 under the Companies Act, 1956. The registered office of OITCL is at 9/1, R.N.
Mukherjee Road, Kolkata - 700 001.

As per its Memorandum of Association, its main object is to carry on business of Investment Company and to invest in and
acquire hold and deal in shares, stocks, debentures and other securities.

Currently the company is engaged in the business of investment in Shares and Securities. OITCL is registered with RBI as a
NBFC vide certificate of registration number 05.00288 dated February 21, 1998 under Section 45IA of RBI Act, 1934.

Shareholding

OITCL is a wholly owned subsidiary of The Oudh Sugar Mills Ltd.

Board of Directors

The Board of Directors of OITCL as on May 31, 2006 comprised as follows:

Shri C. S. Nopany (Chairman)

 Shri T. R. Chachan

Shri C. K. Vyas

Shri A. L. Tulsian
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Financial Performance

Brief audited financials of OITCL for the financial years 2003-04, 2004-05 and 2005-06 are given below:

(all figures are in Rs. Lacs except per share data)

2003-04 2004-05 2005-06

Total Income 21.07 21.23 98.39

Profit/(Loss) After Tax 8.93 20.50 95.70

Equity Share Capital (of Rs.10/- each) 174.04 174.04 174.04

Reserves & Surplus 161.65 179.31 272.16

Earning per Share 0.35 1.01 5.33

Net Asset Value per Share 19.29 20.30 25.63

The equity shares of OITCL are not listed on any stock exchange.

There has been no change in management of OITCL in last ten years.

There has been no change in capital structure during the last six months and there was no public/rights issue in last three years.
The company is not a sick company under SICA and is not under winding up.

The Company Registration Number, Permanent Account Number, Bank Account Number and the address of Registrar where
OITCL is registered have been submitted to the Stock Exchanges where the Equity Shares are proposed to be listed at the time
of filing the Draft Letter of Offer.

Champaran Marketing Company Limited (“CMCL”)

CMCL was incorporated on 23rd February, 1951 under the Indian Companies Act, 1913. The registered office of CMCL is at
9/1, R.N. Mukherjee Road, Kolkata - 700 001.

As per its Memorandum of Association, its main object is to carry on business of buyers, sellers, importers, exporters,
manufacturers, producers, dealers, commission agents and otherwise in sugar, gur, molasses etc., and other merchandise,
commodities and articles of consumption of all kinds in India or elsewhere. Further the objects also provides for carrying of an
investment company and to invest in and acquire hold and deal in shares, stocks, debentures and other securities.

Currently it is engaged in investment in shares and securities. CMCL is registered with RBI as a NBFC vide certificate of
registration number 05.00192 dated February 20, 1998 under Section 45IA of RBI Act, 1934.

Shareholding

CMCL is a wholly owned subsidiary of The Oudh Sugar Mills Ltd.

Board of Directors

The Board of Directors of CMCL as on May 31, 2006 comprised as follows:

Shri R. N. Jhunjhunwala

Shri R. N. Bagaria

Shri T. R. Chachan

Shri Sunil Lohia
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Financial Performance

Brief audited financials of CMCL for the financial years 2003-04, 2004-05 and 2005-06 are given below:

(all figures are in Rs. Lacs except per share data)

2003-04 2004-05 2005-06

Total Income 9.91 12.94 37.50

Profit/(Loss) After Tax 9.22 12.29 36.08

Equity Share Capital (of Rs.2.50/- each) 108.72 108.72 108.72

Reserves & Surplus 294.28 304.30 338.10

Earning per Share 0.16 0.23 0.78

Net Asset Value per Share 9.27 9.50 10.28

The equity shares of CMCL are not listed on any stock exchange.

There has been no change in management of CMCL in last ten years.

There has been no change in capital structure during the last six months and there was no public/rights issue in last three years.
The company is not a sick company under SICA and is not under winding up.

The Company Registration Number, Permanent Account Number, Bank Account Number and the address of Registrar where
CMCL is registered have been submitted to the Stock Exchanges where the Equity Shares are proposed to be listed at the time
of filing the Draft Letter of Offer.

Shital Commercial Limited (“SCL”)

SCL was incorporated on November 30, 1981 under the Companies Act, 1956. The Registered Office of SCL is at 9/1, R.N.
Mukherjee Road, Kolkata - 700 001.

As per its Memorandum of Association, the main object of the company is to carry on the business of manufacturers, spinners,
weavers, commission agents, brokers, factors, indenting agent, selling agent of and dealers in cotton, cotton textiles of all kinds,
silk, silk textiles, woollen textiles, and other cloth and fabrics, raw jute, jute goods of all kinds and to purchase, prepare for
market, spin, buy and sell, import, export, pledge, speculate, enter into forward transactions, cotton, cotton textiles, silk and
wool, jute and fibrous substances and to process, develop and manufacture textile goods of all kinds and for the said purposes
to acquire, whether by purchase or on hire or otherwise and to run any mill, power loom, hand loom, press and any such other
manufacturing unit as required in any manner.

Currently, the company is engaged in the business of investment in shares and securities. The company is registered with RBI
as a NBFC vide certificate of registration number 05.02859 dated August 27, 1998 under section 45IA of RBI Act, 1934.

Shareholding Pattern

Shareholding pattern of SCL as on March 31, 2006 was as follows:

Category No. of shares held % of Shareholding

Promoters 5,20,950 97.64

Mutual Funds, Banks, FIIs and Insurance Companies — —

Private Corporate Bodies and other Public 12,600 2.36

Total 5,33,550 100.00
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Board of Directors

The Board of Directors of SCL as on May 31, 2006 comprised as follows:

Smt. Nandini Nopany,

Shri R.N. Jhunjhunwala,

Shri Santosh Kumar Poddar,

Shri R.N. Bagaria.

Financial Performance

Brief audited financials of SCL for the financial years 2002-03, 2003-04 and 2004-05 are given below:

(all figures are in Rs. Lacs except per share data)

2002-03 2003-04 2004-05

Total Income 5.44 60.03 6.83

Profit/(Loss) After Tax 0.19 31.69 5.56

Equity Share Capital (of Rs.10/- each) 53.36 53.36 53.36

Reserves & Surplus 19.09 50.78 56.34

Earning per Share 0.04 5.94 1.04

Net Asset Value per Share 13.58 19.52 20.56

The Equity Shares of SCL are listed on The Calcutta Stock Exchange Association Ltd. There has been no trading in the Equity
Shares of SCL during last six months preceding the date of filing the Letter of Offer with SEBI.

There has been no change in management of SCL in last ten years.

There has been no change in capital structure during the last six months and there was no public/rights issue in last three years.
The company is not a sick company under SICA and is not under winding up.

The Company Registration Number, Permanent Account Number, Bank Account Number and the address of Registrar where
SCL is registered have been submitted to the Stock Exchanges where the Equity Shares are proposed to be listed at the time
of filing the Draft Letter of Offer.

Promise vs Performance

No Public Issue or Rights Issue has been made in last ten years.

Details of Public and Rights Issue made in last three years

There has been no public or rights issue in last 3 years.

Uttam Commercial Limited (“UCL”)

UCL was incorporated on December 7, 1984 under the Companies Act, 1956. The Registered Office of UCL is at 9/1, R.N.
Mukherjee Road, Kolkata - 700 001.

As per its Memorandum of Association, the main object of the company is to carry on the business of buyers, sellers, producers,
brokers, buying agents, selling agents, commission agents, factors, distributors, stockists, agents, traders, exporters, importers
and suppliers of and dealers in all kinds of tea, coffee, paper, paper board, iron & steel, chemicals, jute, cloth, cement, food grains,
fertilisers, electrical goods, sugar, automobile parts, rubber parts, including all work whatsoever, as are incidental or conductive
to the carrying on of all such business in India or abroad.
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Currently, the company is engaged in the business of investment in shares and securities. The company is registered with RBI
as a NBFC vide certificate of registration number 05.00522 dated March 2, 1998 under section 45IA of RBI Act, 1934.

Shareholding Pattern

Shareholding pattern of UCL as on March 31, 2006 was as follows:

Category No. of shares held % of Shareholding

Promoters 6,60,030 97.06

Mutual Funds, Banks, FIIs and Insurance Companies — —

Private Corporate Bodies and other Public 20,000 2.94

Total 6,80,030 100.00

Board of Directors

The Board of Directors of UCL as on May 31, 2006 comprised as follows:

Dr. K.K. Birla

Smt. Nandini Nopany

Shri Santosh Kumar Poddar

Shri U.S. Beria

Shri R.N. Bagaria

Shri T.R. Chachan

Financial Performance

Brief audited financials of UCL for the financial years 2002-03, 2003-04 and 2004-05 are given below:

(all figures are in Rs. Lacs except per share data)

2002-03 2003-04 2004-05

Total Income 88.60 101.06 98.87

Profit/(Loss) After Tax 77.59 91.18 84.79

Equity Share Capital (of Rs.10/- each) 68.00 68.00 68.00

Reserves & Surplus 747.94 839.12 923.91

Earning per Share 11.41 13.41 12.47

Net Asset Value per Share 119.99 133.40 145.86

The Equity Shares of UCL are listed on The Uttar Pradesh Stock Exchange Association Ltd. There has been no trading in the
Equity Shares of UCL during last six months preceding the date of filing the Letter of Offer with SEBI.

There has been no change in management of UCL in last ten years.

There has been no change in capital structure during the last six months and there was no public/rights issue in last three years.
The company is not a sick company under SICA and is not under winding up.

The Company Registration Number, Permanent Account Number, Bank Account Number and the address of Registrar where
UCL is registered have been submitted to the Stock Exchanges where the Equity Shares are proposed to be listed at the time
of filing the Draft Letter of Offer.
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Promise vs Performance

No Public Issue or Rights Issue has been made in last ten years.

Details of Public and Rights Issue made in last three years

There has been no public or rights issue in last 3 years.

Yashovardhan Investment & Trading Company Limited (“YITCL”)

YITCL was incorporated on October 30, 1987 as a private limited company under the name “Yashovardhan Investment & Trading
Company Private Limited” under the Companies Act, 1956. Subsequently, it was converted to a public limited company and the
word ‘private’ was deleted from its name with effect from April 28, 1993.The registered office of YITCL is at 9/1, R.N. Mukherjee
Road, Kolkata 700 001.

As per its Memorandum of Association, its main object is to invest in and acquire, hold and deal in shares, stocks, debentures,
debenture stocks, bonds, obligations and securities, issued or guaranteed by any Government, State dominion sovereign, ruler,
commissioners, public body or authority, supreme, municipal, local or otherwise, whether in India or elsewhere.

Currently, it is engaged in the business of dealing and investment in shares, securities and debentures. The company is
registered with RBI as NBFC vide certificate of registration number 05.00216 dated February 20, 1998 under section 45IA of the
RBI Act, 1934.

Shareholding Pattern

Shareholding pattern of YITCL as on May 31, 2006 was as follows:

Name of the shareholder No. of shares held % of Shareholding

Smt. Nandini Nopany 10 —

Smt. Jyotsna Poddar 10 —

Usha Flowell Limited 52,000 1.50

Duke Commerce Limited 52,000 1.50

Deepshikha Trading Company Private Limited 1,02,500 2.96

Ricon Commerce Limited 1,500 0.04

Pavapuri Trading & Investment Company Limited 52,000 1.50

Nilgiri Plantations Limited 10,00,000 28.90

Sidh Enterprises Limited 50,000 1.45

Udit (India) Limited 50,000 1.45

Shital Commercial Limited 50,000 1.45

Ronson Traders Limited 10,50,000 30.35

Sonali Commercial Limited 8,50,000 24.56

Britex (India) Limited 50,000 1.45

Swasthya Sewa Sansthan 1,00,000 2.89

Total 34,60,020 100.00
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Board of Directors

The Board of Directors of YITCL as on May 31, 2006 comprised as follows:

Dr. K.K. Birla (Chairman)

Smt. Jyotsna Poddar

Smt. Shobhana Bhartia

Shri C.S. Nopany

Shri R.N. Bagaria

Shri U.S. Beria

Shri T.R. Chachan

Financial Performance

Brief audited financials of YITCL for the financial years 2003-04, 2004-05 and 2005-06 are given below:

(all figures are in Rs. Lacs except per share data)

2003-04 2004-05 2005-06

Total Income 501.55 142.63 292.07

Profit/(Loss) After Tax 457.53 135.15 282.83

Equity Share Capital (of Rs.10/- each) 346.00 346.00 346.00

Reserves & Surplus 1,024.35 1,159.50 1,442.34

Earning per Share 13.22 3.91 8.17

Net Asset Value per Share 39.61 43.51 51.68

The equity shares of YITCL are not listed on any stock exchange.

There has been no change in management of YITCL in last ten years.

There has been no change in capital structure during the last six months and there was no public/rights issue in last three years.
The company is not a sick company under SICA and is not under winding up.

The Company Registration Number, Permanent Account Number, Bank Account Number and the address of Registrar where
YITCL is registered have been submitted to the Stock Exchanges where the Equity Shares are proposed to be listed at the time
of filing the Draft Letter of Offer.

Narkatiaganj Farms Limited (“NFL”)

NFL was incorporated on March 31, 1951 under the Indian Companies Act, 1913. The Registered Office of NFL is at 9/1, R.N.
Mukherjee Road, Kolkata - 700 001.

As per its Memorandum of Association, the main object of the company is to plant, cultivate and raise, purchase or sell
sugarcane, maize, sugar-beets and other crops and to transact such other work or business as may be proper or necessary in
connection with the above object or any of them.

Currently, it is engaged in the business of production of sugarcane and investment in shares and securities.
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Shareholding Pattern

Shareholding pattern of NFL as on May 31, 2006 was as follows:

Name of the shareholder No. of shares held % of Shareholding

The Oudh Sugar Mills Ltd. 50,000 19.23

Uttar Pradesh Trading Company Ltd. 40,000 15.39

SCM Investment & Trading Company Ltd. 20,000 7.69

RTM Investment & Trading Company Ltd. 20,000 7.69

Modern Household & Accessories Trading Pvt. Ltd. 25,000 9.62

La Monde Exports Pvt. Ltd. 45,000 17.30

La Monde Trading & Investments Pvt. Ltd. 20,000 7.69

Wasmen Technologies Pvt. Ltd. 20,000 7.69

Moneyline Finvest Pvt. Ltd. 10,000 3.85

Rajpur Farms Ltd. 10,000 3.85

Total 2,60,000 100.00

Board of Directors

The Board of Directors of NFL as on May 31, 2006 comprised as follows:

Shri R. N. Jhunjhunwala

Shri M.S. Sharma

Shri S.K. Jhunjhunwala

Shri Sushil Kumar Poddar

Shri C.K. Vyas.

Financial Performance

Brief audited financials of NFL for the financial years 2003-04, 2004-05 and 2005-06 are given below:

(all figures are in Rs. Lacs except per share data)

2003-04 2004-05 2005-06

Total Income 10.36 80.64 121.16

Profit/(Loss) After Tax 0.37 62.84 99.53

Equity Share Capital (of Rs.10/- each) 5.00 26.00 26.00

Reserves & Surplus 23.42 86.26 185.78

Earning per Share 0.75 24.17 38.28

Net Asset Value per Share 56.83 43.18 81.46

The equity shares of NFL are not listed on any stock exchange.



74

There has been no change in management of NFL in last ten years. Till, October 18, 2004, it was a subsidiary of The Oudh Sugar
Mills Limited.

There has been no change in capital structure during the last six months. NFL made a rights issue in October 2004, thereby
allotting 2,10,000 equity shares.There was no public issue made by NFL in last three years. The company is not a sick company
under SICA and is not under winding up.

The Company Registration Number, Permanent Account Number, Bank Account Number and the address of Registrar where
NFL is registered have been submitted to the Stock Exchanges where the Equity Shares are proposed to be listed at the time
of filing the Draft Letter of Offer.

Rajpur Farms Limited (“RFL”)

RFL was incorporated on December 19, 1949 under the Indian Companies Act, 1913. The Registered Office of RFL is at 9/1, R.N.
Mukherjee Road, Kolkata - 700 001.

As per its Memorandum of Association, the main object of the Company is to plant, cultivate and raise, purchase or sell
sugarcane, maize, sugar-beets and other crops and to transact such other work or business as may be proper or necessary in
connection with the above object or any of them.

Currently it is engaged in the business of production of sugarcane and investment in shares and securities.

Shareholding Pattern

Shareholding pattern of RFL as on May 31, 2006 was as follows:

Name of the shareholder No. of shares held % of Shareholding

The Oudh Sugar Mills Ltd. 50,000 19.23

Uttar Pradesh Trading Company Ltd. 40,000 15.39

SCM Investment & Trading Company Ltd. 20,000 7.69

RTM Investment & Trading Company Ltd. 20,000 7.69

Modern Household & Accessories Trading Pvt. Ltd. 25,000 9.62

La Monde Exports Pvt. Ltd. 45,000 17.30

La Monde Trading & Investments Pvt. Ltd. 20,000 7.69

Wasmen Technologies Pvt. Ltd. 10,000 3.85

Moneyline Finvest Pvt. Ltd. 20,000 7.69

Narkatiaganj Farms Ltd. 10,000 3.85

Total 2,60,000 100.00

Board of Directors

The Board of Directors of RFL as on May 31, 2006 comprised as follows:

Shri T.R. Chachan

Shri K.C. Gupta

Shri B.L. Himmatsinghka

Shri A.K. Dasmal

Shri Sunil Lohia
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Financial Performance

Brief audited financials of RFL for the financial years 2003-04, 2004-05 and 2005-06 are given below:

(all figures are in Rs. Lacs except per share data)

2003-04 2004-05 2005-06

Total Income 15.64 79.01 122.16

Profit/(Loss) After Tax 1.05 57.78 92.75

Equity Share Capital (of Rs.10/- each) 5.00 26.00 26.00

Reserves & Surplus 21.36 79.14 171.89

Earning per Share 2.10 22.22 35.67

Net Asset Value per Share 52.72 40.44 76.11

The equity shares of RFL are not listed on any stock exchange.

There has been no change in management of RFL in last ten years. Till, October 18, 2004, it was a subsidiary of The Oudh Sugar
Mills Limited.

There has been no change in capital structure during the last six months. RFL made a rights issue in October 2004, thereby
allotting 2,10,000 equity shares.There was no public issue made by RFL in last three years. The company is not a sick company
under SICA and is not under winding up.

The Company Registration Number, Permanent Account Number, Bank Account Number and the address of Registrar where
RFL is registered have been submitted to the Stock Exchanges where the Equity Shares are proposed to be listed at the time
of filing the Draft Letter of Offer.

La Monde Trading & Investments Private Limited (“LMTIPL”)

LMTIPL was incorporated on December 24, 1998 under the Companies Act, 1956. The Registered Office of LMTIPL is at 44, Park
Street, Kolkata - 700 016.

As per its Memorandum of Association, the main object of the Company is to carry on the business of traders, sellers, imports
& exports, merchants, brokers, agents, commission agents, assemblers, refiners, cultivator, miners, mediators, packers, stockist,
distributors, advisors, hire purchasers and dealers of and in all kinds of electric and electronics components and goods, iron and
steel, aluminium mineral, ferrous and non-ferrous metal, gold, sliver, bauxite, granite, marbles, fire china clay, stainless steel,
jute and jute products, textiles, cotton and synthetic fibre, silk, yarn, wool and woollen goods, handicrafts & silk, artificial
synthetics, ready-made garments, design materials, process, printers in all textiles, timber, leather & finished leather goods,
leather garments, leather products, all related items in leather, cosmetics, stationery, tools & hardware, plastics & plastic goods,
tea, coffee, paper, packaging material, chemical, cement, sugar, food grains, cereals, factory materials, house equipments &
appliances, rubber & rubber products, fertilisers, agricultural products, industrial products, computer data materials, paints,
industrial and other gases, alcohol, edible and non-edible oils and fats, drugs, plants and machinery goods, engineering goods
and equipments, office equipments, hospital equipments, railway accessories, medicines, automobile parts, building materials,
coal & coke, all types of consumer products in India or abroad and in any other related items in connection therewith.

Currently, LMTIPL is engaged in dealing in shares and securities.
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Shareholding Pattern

Shareholding pattern of LMTIPL as on May 31, 2006 was as follows:

Name of the shareholder No. of shares held % of Shareholding

Shri C.S. Nopany 300 4.48

Smt. Shalini Nopany 5,100 76.12

Shri C.S. Nopany (HUF) 1,000 14.93

Miss Urvi Nopany 200 2.98

Shri K.S. Bhutoria 100 1.49

Total 6,700 100.00

Board of Directors

The Board of Directors of LMTIPL as on May 31, 2006 comprised as follows:

Smt. Shalini Nopany

Shri Santosh Kumar Poddar

Shri S.K. Jhunjhunwala

Financial Performance

Brief audited financials of LMTIPL for the financial years 2002-03, 2003-04 and 2004-05 are given below:

(all figures are in Rs. Lacs except per share data)

2002-03 2003-04 2004-05

Total Income 2.07 2.17 11.33

Profit/(Loss) After Tax 1.64 1.58 9.65

Equity Share Capital (of Rs.10/- each) 0.67 0.67 0.67

Reserves & Surplus 3.02 4.59 14.24

Earning per Share 24.49 23.55 144.03

Net Asset Value per Share (net of miscellaneous
expenditure not written off) 54.33 78.58 222.61

The equity shares of LMTIPL are not listed on any stock exchange.

There has been no change in management of LMTIPL since incorporation.

There has been no change in capital structure during the last six months and there was no public/rights issue in last three years.
The company is not a sick company under SICA and is not under winding up.

The Company Registration Number, Permanent Account Number, Bank Account Number and the address of Registrar where
LMTIPL is registered have been submitted to the Stock Exchanges where the Equity Shares are proposed to be listed at the
time of filing the Draft Letter of Offer.

Wasmen Technologies Private Limited (“WTPL”)

WTPL was incorporated on September 18, 1997 under the Companies Act, 1956. The Registered Office of WTPL is at 44, Park
Street, Kolkata - 700 016.
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As per its Memorandum of Association, the main object of the company is to carry on the business as consultant on technologies
and technologies product and processors, stockists, dealers, consultants, traders, retailers, agents, buyer or seller of technologies
product.

Currently, WTPL is engaged in business of dealing in shares and securities.

Shareholding Pattern

Shareholding pattern of WTPL as on May 31, 2006 was as follows:

Name of the shareholder No. of shares held % of Shareholding

Shri Chandra Shekhar Nopany 60,000 31.55

Shri Chandra Shekhar Nopany (HUF) 1,10,000 57.83

Smt. Shalini Nopany 100 0.05

Shri U.S. Beria 100 0.05

La Monde Exports Pvt. Ltd. 20,000 10.52

Total 1,90,200 100.00

Board of Directors

The Board of Directors of WTPL as on May 31, 2006 comprised as follows:

Smt. Shalini Nopany

Shri U.S. Beria

Shri C. K. Vyas

Financial Performance

Brief audited financials of WTPL for the financial years 2002-03, 2003-04 and 2004-05 are given below:

(all figures are in Rs. Lacs except per share data)

2002-03 2003-04 2004-05

Total Income 0.50 0.67 12.27

Profit/(Loss) After Tax (0.10) (0.04) 10.81

Equity Share Capital (of Rs.10/- each) 16.02 19.02 19.02

Reserves & Surplus (Debit Balance of P&L) - (0.05) 10.76

Earning per Share - - 5.68

Net Asset Value per Share (net of miscellaneous expenditure
not written off) 9.83 9.85 15.56

The equity shares of WTPL are not listed on any stock exchange.

There has been no change in management of WTPL since incorporation.

There has been no change in capital structure during the last six months. WTPL issued further 30,000 equity shares in October
2003. There was no public issue made by WTPL in last three years. The company is not a sick company under SICA and is not
under winding up
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The Company Registration Number, Permanent Account Number, Bank Account Number and the address of Registrar where
WTPL is registered have been submitted to the Stock Exchanges where the Equity Shares are proposed to be listed at the time
of filing the Draft Letter of Offer.

Moneyline Finvest Private Limited (“MFPL”)

MFPL was incorporated on January 14, 1997 under the Companies Act, 1956. The Registered Office of MFPL is at 44, Park
Street, Kolkata - 700 016.

As per its Memorandum of Association, the main object of the company is to carry on the business as investors, financiers and
borrowers of moneys and the agents thereof and to acquire, hold, transfer, hypothecate, speculate, issue and otherwise
dispose of shares, stocks, debentures, debenture-stocks, bonds, obligations and securities issued by original subscription
tender, purchase exchange or otherwise and to guarantee the subscription thereof and to exercise and enforce all rights and
powers conferred by or incidental to the ownership thereof.

Currently MFPL is engaged in business of dealing in shares and securities.

Shareholding Pattern

Shareholding pattern of MFPL as on May 31, 2006 was as follows:

Name of the shareholder No. of shares held % of Shareholding

Shri Chandra Shekhar Nopany 60,000 31.48

Shri Chandra Shekhar Nopany (HUF) 1,00,000 52.47

Smt. Shalini Nopany 200 0.10

Shri T.R. Chachan 200 0.10

Shri Kamal Singh Bhutoria 200 0.10

La Monde Exports Pvt. Ltd. 25,500 13.38

La Monde Trading & Investments Pvt. Ltd. 4,500 2.37

Total 1,90,600 100.00

Board of Directors

The Board of Directors of MFPL as on May 31, 2006 comprised as follows:

Smt. Shalini Nopany

Shri T.R. Chachan

Shri Sunil Lohia
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Financial Performance

Brief audited financials of MFPL for the financial years 2002-03, 2003-04 and 2004-05 are given below:

(all figures are in Rs. Lacs except per share data)

2002-03 2003-04 2004-05

Total Income 0.50 0.62 11.78

Profit/(Loss) After Tax 0.17 (0.05) 10.09

Equity Share Capital (of Rs.10/- each) 16.06 19.06 19.06

Reserves & Surplus 0.11 0.06 10.15

Earning per Share 0.11 - 5.30

Net Asset Value per Share (net of miscellaneous expenditure
not written off) 9.97 9.96 15.27

The equity shares of MFPL are not listed on any stock exchange.

There has been no change in management of MFPL since incorporation.

There has been no change in capital structure during the last six months. MFPL issued further 30,000 equity shares in October
2003. There was no public issue made by MFPL in last three years. The company is not a sick company under SICA and is not
under winding up.

The Company Registration Number, Permanent Account Number, Bank Account Number and the address of Registrar where
MFPL is registered have been submitted to the Stock Exchanges where the Equity Shares are proposed to be listed at the time
of filing the Draft Letter of Offer.

The Oudh Sugar Mills Limited (Oudh)

The Oudh Sugar Mills Limited was incorporated on July 26, 1932 under the Indian Companies Act VII of 1913.

The main object of Oudh is to carry on business of production and sales of sugar and sugar related products. Presently, Oudh has
three sugar factories at Hargaon, Rosa in Uttar Pradesh and at Narkatiaganj in Bihar with a combined crushing capacity of 18,000
tcd. The company is also having two distilleries at Hargaon and at Narkatiaganj with a total capacity 22.50 million litres per
annum and fruits and vegetable canning factory is situated at Bamrauli near Allahabad in Uttar Pradesh.

For further details , please refer to the section titled “Financial Information of the Group Companies” on page ___ of this Letter
of Offer.

Share Quotation

The equity shares of Oudh are listed on Bombay Stock Exchange Limited and The National Stock Exchange of India Limited.
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The highest and lowest market prices of shares of Oudh as listed on the exchanges during the preceding six months are as
follows:

BSE NSE

Month High (Rs.) Low (Rs.) High (Rs.) Low (Rs.)

December 2005 121.50 90.65 121.45 90.50

January 2006 237.00 113.00 236.70 113.25

February 2006 235.50 188.00 235.85 185.30

March 2006 230.00 191.35 229.85 192.10

April 2006 294.50 216.00 296.20 216.30

May 2006 279.00 160.40 283.00 159.65

Details of Public and Rights Issue made in last three years

Oudh has made a Rights Issue of 77,88,780 Equity Shares of Rs.10/- each at a premium of Rs.40/- per share (i.e. at a price of
Rs.50/- per share) in the ratio of three Equity Shares for every four Equity Shares held during the financial year ended June 30,
2005.

Issue opened on May 18, 2005

Issue closed on June 16, 2005

Date of completion of dispatch of delivery of security July 2, 2005
certificates and demat credit

Object of the issue The issue of the Equity Shares was to reduce overall
indebtedness of the company by repaying a part of outstanding
working capital borrowings and to meet the expenses of the
issue.

Rate of dividend paid prior to the issue 25%

Particulars of changes in the capital structure are given below:

 Particulars Equity Share Capital Share Premium
(Rs. Lacs) (Rs. Lacs)

Prior to the issue 1038.62 3224.78

After the Rights issue 1817.49 6340.29

After retention of over-subscription N. A. N. A.

Common Pursuits

Oudh is also in sugar production and trading business. Presence of Oudh in the same line of business may lead to the conflict
of interest between us and our promoters and our promoter may pursue such policies which are favourable for Oudh but not for
us.

Mechanism for redressal of Investors’ Grievances

Oudh has formed a committee to deal with the investor’s grievances. There were no investors’ complaint pending as on March
31, 2006.
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INTEREST OF PROMOTERS

Except as stated in “Related Party Transactions” on page 102 of this Letter of Offer, and to the extent of dividend paid on account
of their respective shareholding, reimbursement of expenses, remuneration, commission, sitting fees for attending Board or
Committee meetings, our Promoters have not received any payment or benefit.
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CURRENCY OF PRESENTATION

All references to India contained in this Letter of Offer are to the Republic of India. All references to “Rupees” or ”Rs.”or”Re” are
to Indian Rupees, the official currency of India.
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DIVIDEND POLICY

The declaration and payment of dividend is recommended by our Board of Directors depending upon number of factors,
including but not limited to our profits, capital requirements and overall financial conditions and shall be subject to the provisions
of our Articles, Companies Act, 1956 and approvals of our lenders.


