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SECTION I - DEFINITIONS AND ABBREVIATIONS

DEFINITIONS

CONVENTIONAL/GENERAL TERMS

“USML” or “Uttam” or “the Company” or “our Company” or “Uttam Sugar” or “Uttam Sugar Mills Limited ” or “we” or “us”
or “our” or “Company” unless the context otherwise requires, refers to Uttam Sugar Mills Limited, a public limited company
incorporated under the provisions of the Companies Act, 1956 with its registered office at 7 C, 1st Floor, ‘J’ Block
Shopping Centre, Saket, New Delhi – 110 017.

Term Description

Articles/Articles of Association/ AoA Articles of Association of our Company

Auditors The statutory auditors of our Company: M/s. B. K. Kapur & Co., Chartered
Accountants

Board of Directors The Board of Directors of our Company or a committee thereof

Companies Act The Companies Act, 1956, as amended from time to time and the
regulations framed there under

Corporate Office A-2E, III Floor, CMA Tower, Sector – 24, NOIDA (UP) – 201 301.

Depositories Act The Depositories Act, 1996, as amended from time to time

Depository Participant A depository participant as defined under the Depositories Act

Director(s) Director(s) of our Company unless otherwise specified

EGM Extraordinary General Meeting of the Company

Equity Shares Equity shares of the Company of face value of Rs. 10/- each unless
otherwise specified in the context thereof

Face Value Face Value of equity shares of our Company being Rs. 10/- each

FEMA Foreign Exchange Management Act, 1999 as amended from time to time
and the regulations framed there under

Financial Year/Fiscal/FY Period of twelve months ended September 30 of that particular year

I.T. Act The Income Tax Act, 1961, as amended from time to time and the
regulations framed there under

Memorandum/ Memorandum of Memorandum of Association of our Company
Association /MoA

ISSUE RELATED TERMS

Term Description

Allotment Unless the context otherwise requires, issue of equity shares pursuant to
this Issue

Allottee The successful Bidder to whom the Equity Shares are being / or have
been issued or transferred

Banker(s) to the Issue The Bankers with whom the escrow account for the issue shall be opened,
in this issue being HDFC Bank Limited, ICICI Bank Limited and The
Hongkong and Shaghai Banking Corporation Limited

Bid An indication to offer made during the Bidding Period by a prospective
investor to subscribe to Equity Shares of the Company at a price within
the Price Band, including all revisions and modifications thereto
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Term Description

Bid Amount The highest value of the optional Bids indicated in the Bid cum Application
Form and payable by the Bidder on submission of the Bid in the Issue

Bid Closing Date/ Issue Closing Date The date after which the members of the Syndicate will not accept any
Bids for the Issue, which shall be notified in a widely circulated English
national newspaper and Hindi national newspaper

Bid cum Application Form The form in terms of which the Bidder shall make an offer to purchase the
Equity Shares of the Company and which will be considered as the
application for allotment of the Equity Shares in terms of the Red Herring
Prospectus

Bid Opening Date/Issue Opening Date The date on which the members of the Syndicate shall start accepting
Bids for the Issue, which shall be the date notified in an English national
newspaper and a Hindi national newspaper.

Bidder Any prospective investor who makes a Bid pursuant to the terms of the
Red Herring Prospectus

Bidding Period/Issue Period The period between the Bid/Issue Opening Date and the Bid/Issue Closing
Date inclusive of both days and during which prospective Bidders can
submit their Bids

Book Building Process Book building route as provided under Chapter XI of the SEBI Guidelines,
in terms of which the Issue is made

BRLMs Book Running Lead Managers to the Issue, in this case being IL&FS
Investsmart Limited having its registered office at The IL&FS Financial
Centre, Plot No. C-22, G - Block, Bandra - Kurla Complex, Bandra - (E),
Mumbai – 400 051 and IDBI Capital Market Services Limited having its
registered office at 5th Floor, Mafatlal Centre, Nariman Point, Mumbai –
400 021.

BSE Bombay Stock Exchange Limited

CAN/Confirmation of Allocation Note Means the note or advice or intimation of allocation of Equity Shares sent
to the Bidders who have been allocated Equity Shares in the Book Building
Process

Cap Price The higher end of the Price Band above which the Issue Price will not be
finalized and above which no Bids will be accepted.

Compliance Officer In this case being Mr. G. Ramarathnam, our Company Secretary

Cut-off price Cut-off price refers to any price within the Price Band. A Bid submitted at
Cut-off price is a valid Bid at all price levels within the Price Band

Depository A depository registered with SEBI under the SEBI (Depositories and
Participant) Regulations, 1996, as amended from time to time

Designated Date The date on which funds are transferred from the Escrow Account of the
Company to the Public Issue Account after the Prospectus is filed with the
RoC, following which the Board of Directors shall allot Equity Shares to
successful bidders

Designated Stock Exchange Designated Stock Exchange shall mean National Stock Exchange of India
Limited
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Term Description

Draft Red Herring Prospectus Means the Draft Red Herring Prospectus issued in accordance with Section
60B of the Companies Act, which does not have complete particulars on
the price at which the Equity Shares are offered and size of the Issue. It
carries the same obligations as are applicable in case of a Prospectus
and will be filed with the RoC at least three days before the opening of
the Issue. It will become a Prospectus after filing with the RoC after the
pricing and allocation

Escrow Account Account opened with an Escrow Collection Bank(s) and in whose favour
the Bidder will issue cheque or draft in respect of the Bid Amount when
submitting a Bid

Escrow Agreement Agreement entered into amongst the Company, the Registrar, the Escrow
Collection Bank(s) and the BRLMs for collection of the Bid Amounts and
refunds (if any) of the amounts collected to the Bidders

Escrow Collection Bank(s) The Banks at which the Escrow Account of the Company will be opened.
In this case being HDFC Bank Limited, ICICI Bank Limited and The
Hongkong and Shanghai Banking Corporation Limited

FIPB Foreign Investment Promotion Board, Ministry of Finance, Government of
India

FII Foreign Institutional Investor (as defined under SEBI (Foreign Institutional
Investors) Regulations, 1995) registered with SEBI under applicable laws
in India

First Bidder The Bidder whose name appears first in the Bid cum Application Form or
Revision Form

Floor Price The lower end of the Price Band, below which the Issue Price will not be
finalized and below which no Bids will be accepted

IDBI Capital IDBI Capital Market Services Limited

IIL IL&FS Investsmart Limited

Indian GAAP Generally Accepted Accounting Principles in India

IPO Initial Public Offer

Issue/Offer The fresh issue of 40,00,000 Equity Shares of Rs. 10/- each at the Issue
Price by the Company under this Prospectus

Issue Price The final price at which Equity Shares will be issued and allotted in terms
of this Prospectus. The Issue Price will be decided by our Company in
consultation with the BRLMs on the Pricing Date

Margin Amount The amount paid by the Bidder at the time of submission of his/her Bid,
being 10% to 100% of the Bid Amount

Non Institutional Bidders All Bidders that are not QIBs or Retail Individual Bidders and whose Bid
Amount is more than Rs. 1,00,000/-.

Non Institutional Portion The portion of the Issue being up to 10% of the Issue i.e. 4,00,000 Equity
Shares of Rs. 10/- each available for allocation to Non Institutional Bidders.



UTTAM SUGAR MILLS LIMITED

iv

Term Description

Non Resident/NRI / Non-Resident A person resident outside India, as defined under FEMA and who is a
Indian citizen of India or a Person of Indian Origin under FEMA (Transfer or Offer

of Security by a Person Resident Outside India) Regulations, 2000

NSE National Stock Exchange of India Limited

Pay-in Date The last date specified in the CAN sent to Bidders

Pay-in-Period This term means (i) with respect to Bidders whose Margin Amount is
100% of the Bid Amount, the period commencing on the Bid Opening
Date and extending until the Bid Closing Date, and (ii) with respect to
Bidders whose Margin Amount is less than 100% of the Bid Amount, the
period commencing on the Bid Opening Date and extending until the
closure of the Pay-in Date

Permanent Employees Permanent Employees of our Company as on date of filing the Red Herring
Prospectus

Price Band Being the price band of a minimum price (Floor Price) of Rs. 290 and the
maximum price (Cap Price) of Rs. 340 and includes revisions thereof

Pricing Date The date on which the Company in consultation with the BRLMs finalizes
the Issue Price

Promoters Mr. Raj Kumar Adlakha, Mr. Rajan Adlakha, Mr. Ranjan Adlakha, Uttam
Industrial Engineering Ltd., Lipi Boilers Ltd. and Uttam Sucrotech Ltd.

Prospectus The Prospectus, filed with the RoC containing, inter alia, the Issue Price
that is determined at the end of the Book Building Process, the size of the
Issue and certain other information

Public Issue Account Account opened with the Banker(s) to the Issue to receive monies from
the Escrow Account for the Issue on the Designated Date

Qualified Institutional Buyers/QIBs Public financial institutions as specified in Section 4A of the Companies
Act, foreign institutional investors, scheduled commercial banks, mutual
funds registered with SEBI, venture capital funds registered with SEBI,
foreign venture capital investors registered with SEBI, state industrial
development corporations, insurance companies registered with IRDA,
provident funds and pension funds with a minimum corpus of Rs. 250
million

QIB Margin An amount representing 10% of the Bid amount

QIB Portion The portion of the Issue being atleast 60% of the Issue i.e. 24,00,000
Equity Shares of Rs. 10/- each available for allocation to QIBs

Refund Banker Refund Banker, in this case being HDFC Bank Limited

Registered Office Registered Office of our Company situated at 7 C, 1st Floor, ’J’ Block
Shopping Centre, Saket, New Delhi – 110 017

Registrar/Registrar to the Issue Registrar to the Issue, in this case being Intime Spectrum Registry Limited

Retail Bidders/Retail Individual Individual Bidders (including HUFs and NRIs) who have not Bid for an
Bidders/Retail Investors amount in excess of Rs. 1,00,000/- in any of the bidding options in the

Issue

Retail Portion The portion of the Issue being up to 30% of the Issue i.e. 12,00,000
Equity Shares of Rs. 10/- each available for allocation to Retail Bidder(s)
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Term Description

Revision Form The form used by the Bidders to modify the quantity of Equity Shares or
the Bid Price in any of their Bid cum Application Forms or any previous
Revision Form(s)

RoC/ROC Registrar of Companies, in this case being Registrar of Companies, N.C.T.
of Delhi & Haryana, CGO Complex, Paryawaran Bhawan, New Delhi.

Red Herring Prospectus Means the Red Herring Prospectus issued in accordance with Section
60B of the Companies Act, which does not have complete particulars on
the price at which the Equity Shares are offered and size of the Issue.
The Red Herring prospectus will be filed with the RoC at least three days
before the opening of the Issue. It will become a Prospectus after filing
with the RoC after the pricing and allocation

SCRR Securities Contracts (Regulation) Rules, 1957, as amended from time to
time

SEBI The Securities and Exchange Board of India constituted under the SEBI
Act

SEBI Act Securities and Exchange Board of India Act, 1992, as amended from time
to time

SEBI Guidelines SEBI (Disclosure and Investor Protection) Guidelines, 2000 issued by SEBI
on January 27, 2000, as amended, including instructions and clarifications
issued by SEBI from time to time

Stock Exchanges NSE & BSE

Syndicate/Members of the Syndicate The BRLMs

Syndicate Agreement The agreement to be entered into between the Company and the members
of the Syndicate, in relation to the collection of Bids in this Issue

Syndicate Members Intermediaries registered with SEBI and eligible to act as underwriters.
Syndicate Members are appointed by the BRLMs.

TRS or Transaction Registration Slip The slip or document issued by the members of the Syndicate to the
Bidder as proof of registration of the Bid

Underwriters The BRLMs

Underwriting Agreement The Agreement among the Underwriters and the Company to be entered
into on or after the Pricing Date

INDUSTRY/COMPANY RELATED TERMS

Term Description

Acre Unit of land area measurement. 1 hectare = 2.47 acres

Bagasse A fibrous residue obtained after the crushing and extraction of juice from
Sugarcane

Cogeneration/Co-generation Cogeneration of Power implies generation of power from by-product i.e.
bagasse while main operations of the Company are different from power
generation.

DG Diesel Generator

Ethanol Ethyl alcohol produced from fermentation of Molasses.
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Term Description

Free Sale Sugar That portion of the production of a sugar mill, which can be sold in the
open market.

FSQ Free Sale Sugar Quota

Fuel Ethanol Dehydrated ethyl alcohol, which contains at least 99.5% ethyl content.
This is used for blending in petrol.

Gunta Unit of land area measurement 1 acre = 40 gunta.

ISMA Indian Sugar Mills Association

ICUMSA International Commission for Uniform Method of Sugar Analysis (ICUMSA)
is a global body which brings in concert the activities of all the National
Committees for sugar analysis in over thirty member countries.

An ICUMSA rating is an international unit for expressing the purity of
sugar in solution and is directly related to color of the Sugar i.e. lower the
ICUMSA value whiter the sugar.

Khatauni Revenue records showing the mutation

KLPD Kilo Litre Per Day

KWH Kilo Watt Per Hour

Levy Sugar That portion of the production of a sugar mill that is procured by the GoI
appointed nominees at a fixed price that has to be sold as per Government
direction through fair price shops.

Molasses A thick liquid residue of sugar manufacturing process, which still contains
around 50% sugar, which cannot be crystallized.

MRM Monthly Release Mechanism

MT Metric Tonne

Mutation Record of Transfer of immovable property in the Revenue Records in
favour of Purchaser

MW Mega Watt

OGL Open General License

PDS Public Distribution System

Plantation White Sugar Sugar manufactured from sugarcane by the double sulphitation process.

PPA Power Purchase Agreement

Raw Sugar Sugar with sucrose content less than 99.5%, which is normally processed
further before human consumption.

Refined Sugar Sugar produced by refining raw sugar

SDF Sugar Development Fund

SMP Statutory Minimum Price

SAP State Advised Price

SY or Sugar Year Sugar Year, being a period of twelve months ending September 30 of a
particular year

TCD Tonnes Crushed Per Day

TPD Tonnes Per Day
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ABBREVIATIONS

Abbreviation Full Form

AGM Annual General Meeting

AS Accounting Standards as issued by the Institute of Chartered Accountants
of India

CAD Computer Aided Design

CAGR Compounded Annual Growth Rate

CDSL Central Depository Services (India) Limited

D/E Ratio Debt Equity Ratio

DG Diesel Generator

DGTD Director General of Technical Development

DP Depository Participant

DRHP Draft Red Herring Prospectus

EBIDTA Earnings before Interest, Depreciation, Tax and Amortization

EPS Earnings Per Equity Share

EU European Union

FCNR Account Foreign Currency Non Resident Account

FI/FI(s) Financial Institution(s)

FIIs Foreign Institutional Investor (as defined under Foreign Exchange
Management (Transfer or Issue of Security by a Person Resident outside
India) Regulations, 2000) registered with SEBI under applicable laws in
India

FY / Fiscal Financial Year ending September 30

GoI/Govt. Government of India

HUF Hindu Undivided Family

IDBI Industrial Development Bank of India Limited

INR/ Rs. Indian National Rupee

IPO Initial Public Offering

lbs. Pounds

MMT Million Metric Tonnes

MoU/MOU Memorandum of Understanding

MW Mega Watt

NAV Net Asset Value

NRE Account Non Resident External Account

NRO Account Non Resident Ordinary Account

NSDL National Securities Depositories Limited
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Abbreviation Full Form

PAN Permanent Account Number

p.a. per annum

P/E Ratio Price/Earnings Ratio

Qtls. Quintals

RHP Red Herring Prospectus

RoNW / RONW Return on Net Worth

RBI The Reserve Bank of India constituted under RBI Act

RBI Act The Reserve Bank of India Act, 1934 as amended from time to time.

SS Sugar Season

U. P. Uttar Pradesh

U.S./U.S.A. United State of America

U.S.D.A. United States Dept. of Agriculture

U.S.F.D.A. United States Food & Drug Administration

WTO World Trade Organisation
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SECTION II – RISK FACTORS

CERTAIN CONVENTIONS - USE OF MARKET DATA

In this Prospectus, unless the context otherwise requires, unless stated otherwise, the financial data in this
Prospectus is derived from our financial statements prepared and restated in accordance with Indian GAAP, the
Companies Act and SEBI Guidelines included elsewhere in this Prospectus. In this Prospectus, any discrepancies
in any table between the total and the sums of the amounts listed are due to rounding-off.

In this Prospectus, unless the context otherwise requires, all references to one gender also refers to another
gender and the word “lacs” means “one hundred thousand” and the word “million” means “ten lac” and the word
“Crore” means “ten million”. Throughout this Prospectus, all figures have been expressed in lacs. Unless otherwise
stated, all references to “India” contained in this Prospectus are to the Republic of India.

Industry data used throughout this Prospectus has been obtained from industry publications and other authenticated
published data. Industry publications generally state that the information contained in those publications has been
obtained from sources believed to be reliable but that their accuracy and completeness are not guaranteed and
their reliability cannot be assured. Although we believe that industry data used in this Prospectus is reliable, it
has not been independently verified. Similarly, internal Company reports, while believed by us to be reliable, have
not been verified by any independent sources

For additional definitions, please refer to the section titled ‘Definitions and Abbreviations’ on page no. i of
this Prospectus. In the section titled ‘Main Provisions of the Articles of Association’ on page no. 203 of
this Prospectus, defined terms have the meaning given to such terms in the Articles of Association of our
Company.
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FORWARD LOOKING STATEMENTS

We have included statements in this Prospectus which contain words or phrases such as “will”, “aim”, “will likely
result”, “believe”, “expect”, “will continue”, “anticipate”, “estimate”, “intend”, “plan”, “contemplate”, “seek to”, “future”,
“objective”, “goal”, “project”, “should”, “will pursue” and similar expressions or variations of such expressions, that
are “forward-looking statements”.

All forward looking statements are subject to risks, uncertainties and assumptions about us that could cause
actual results to differ materially from those contemplated by the relevant forward-looking statement. Important
factors that could cause actual results to differ materially from our expectations include but are not limited to:

� General economic and business conditions in India;

� Our ability to successfully implement our growth strategy and expansion plans, and to successfully launch
various projects for which funds are being raised through this Issue;

� Prices of raw materials we consume and the products we produce;

� Changes in laws and regulations relating to the industry in which we operate;

� Changes in political and social conditions in India;

� Any adverse outcome in the legal proceedings in which our Company is involved; and

� The loss or shutdown of operations of our Company at any times due to strike or labour unrest or any other
reason.

For further discussion of factors that could cause our actual results to differ, please refer to the section titled
‘Risk Factors’ beginning from page no. ix of this Prospectus. By their nature, certain market risk disclosures are
only estimates and could be materially different from what actually occurs in the future. As a result, actual future
gains or losses could materially differ from those that have been estimated. Neither our Company nor the members
of the Syndicate, 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 events,
even if the underlying assumptions do not come to fruition. In accordance with SEBI requirements, our Company
and the BRLMs will ensure that investors in India are informed of material developments until the grant of listing
and trading permission by the Stock Exchanges for the Equity Shares allotted pursuant to this Issue.
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RISK FACTORS

An investment in Equity Shares involves a high degree of risk. The investor should carefully consider all of the
information provided in this Prospectus, including the risks and uncertainties described below, before making an
investment in the Company’s Equity Shares. If any of the following risks actually occur, Company’s business,
results of operations and financial condition could suffer, the trading price of the Company’s Equity Shares could
decline and the investors may lose all or part of their investment.

Note:

The risk factors are as envisaged by the management along with the proposals to address the risk if any. Unless
specified or quantified in the relevant risk factors below, we are not in a position to quantify the financial or other
implications of any risks mentioned herein under:

In this Prospectus, any discrepancies in any table between total and the sums of the amount listed are due to
rounding off. Any percentage amounts, as set forth in “Risk Factors”, “Management’s discussion and analysis of
financial condition and results of operations” and elsewhere in this Prospectus, unless otherwise indicated, have
been calculated on the basis of the amounts disclosed in the financial statements prepared in accordance with
the Indian Accounting Standards.

A. INTERNAL RISK FACTORS

i) Risks related to our Company

In the past, one of our Promoters and two Promoter Group members were imposed a penalty of Rs.
33,500/- by SEBI under Substantial Acquisition of Shares and Takeovers

In year 2001, the Adjudicating Officer of SEBI, Mumbai initiated proceedings against Mr. Ranjan Adlakha (one of
our promoter and director) for late submission of the requisite report as acquirer while proceedings were initiated
against Mrs. Amita Adlakha, wife of Mr. Raj Kumar Adlakha and New Castle Finance & Leasing Pvt. Ltd. (one of
our group companies) for being considered as acquirer and hence due to non submission of the requisite report
as acquirer. For further details, please refer to the section titled ‘Outstanding Litigations’ beginning from page no.
151 of this Prospectus.

There were some delays in the payments to FI/Banks in the Financial Year ended September 30, 2003,
Financial Year ended September 30, 2004 and Financial Year ended September 30, 2005

There were some delays in payment of dues to certain banks/Financial Institutions during the FY 2003, FY 2004
and FY 2005. The details of the delayed payments of installment and interest thereon are as under:

Delays in the Financial Year 2002 - 2003

Sr. No. Name of the Principal Instalment Interest Total Payment Paid on

lending Bank/ Amount (Rs. in lacs) (Rs. in lacs) (Rs. in lacs) Due on

Financial originally

Institution advanced

 (Rs. in lacs)

1. IDBI 794 33.33 29.96 63.29 01.12.2002 11.03.2003

2. IDBI 794 33.33 28.76 62.09 01.03.2003 30.04.2003

3. IDBI 794 33.33 24.09 57.42 01.06.2003 02.07.2003

4. IDBI 794 33.33 25.49 58.82 01.09.2003 16.09.2003
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Delays in the Financial Year 2003 - 2004

Sr. No. Name of the Principal Instalment Interest Total Payment Paid on

lending Bank/ Amount (Rs. in lacs) (Rs. in lacs) (Rs. in lacs) Due on

Financial originally

Institution advanced

 (Rs. in lacs)

1. Indian Overseas

Bank 450 21.25 - 21.25 31.12.2003 09.01.2004

2. Punjab National

Bank 1170 50.00 - 50.00 31.12.2003 09.01.2004

3. IDBI 794 33.33 23.37 56.70 01.12.2003 09.12.2003

4. IDBI 794 - 10.00 10.00 01.03.2004 13.04.2004

5. IDBI 794 18.09 11.91 30.00 01.03.2004 28.04.2004

6. IDBI 794 15.24 - 15.24 01.03.2004 30.04.2004

7. IDBI 794 33.33 19.16 52.49 01.09.2004 02.09.2004

8. State Bank of India 600 30.00 - 30.00 30.09.2004 01.10.2004

Delays in the Financial Year 2004 - 2005

Sr. No. Name of the Principal Instalment Interest Total Payment Paid on

lending Bank/ Amount (Rs. in lacs) (Rs. in lacs) (Rs. in lacs) Due on

Financial originally

Institution advanced

 (Rs. in lacs)

1. Indian Overseas

Bank 1450 - 8.59 8.59 30.09.2005 01.10.2005

2. Punjab National

Bank 1170 50.00 - 50.00 30.09.2005 04.10.2005

3. State Bank of India 600 30.00 - 30.00 30.09.2005 05.10.2005

4. State Bank of India 1000 62.50 - 62.50 20.09.2005 05.10.2005

These delays were procedural delays only and we have not defaulted in payment of dues to any Bank/Financial
Institution as on date.

ii) Risks related to the expansion project

Most of the plant and machinery required for the expansion project are being procured from our group
companies.

An amount of Rs. 21090 lacs (being 73.74% of the total project cost) is proposed to be spent towards acquiring
Plant and Machinery required for the expansion. We have placed orders/received quotations for major plant and
machineries involving an expenditure of Rs. 13903.81 lacs being 65.93% of the total amount proposed to be
spent on plant and machinery. Most of these orders have been placed with Uttam Industrial Engineering Limited
and Lipi Boilers Limited, the promoters of our Company. To this extent, our promoters/directors are interested in
these transactions. For more details, please refer to the section titled ‘Objects of the Issue’ beginning from page
no. 23 of this Prospectus.
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Mutation of land acquired for the expansion project is yet to be done in our name.

The expansion project involves setting up of two additional units in the state of Uttar Pradesh (U. P.) in order to
expand the cane crushing capacity of our Company. We have acquired around 85 acres of land at village Khaikheri
in the district of Muzaffarnagar in U. P. and around 50 acres of land at village Shermau in the district of Saharanpur
in U. P. Although, the said lands are registered in our name and the permission has been granted for establishing
and running sugar factory at these lands, mutation of around 15 acres of land at village Khaikheri and around 30-
35 acres of land at village Shermau is yet to be obtained.

No Power Purchase Agreement (PPA) has been entered as on date of filing this Prospectus

Our Company is setting up co-generation power units with an installed capacity of 20 MW at village Barkatpur
(installation of 10 MW of co-generation power unit has been completed in December 2005), 15 MW at village
Khaikheri (Unit III) and 30 MW at village Shermau (Unit IV). Out of the proposed installed capacity of 65 MW of
power in respect of these three units, the power generation is expected to be 50 MW of which our Company shall
require around 23 MW for its captive consumption, leaving an exportable surplus of around 27 MW during the
sugar season after stabilization of the expansion projects. As on date of filing this Prospectus, no Power Purchase
Agreement (PPA) has been entered for the proposed exportable surplus of 27 MW of power. We have already
made an application for entering into a PPA with the U. P. State Electricity Board in respect of sale of excess
power generated at our village Barkatpur unit. Similarly, we expect to enter into a PPA soon with the U. P. State
Electricity Board for off take of surplus power generated in our other units.

We have delayed the commencement of certain project related activities as envisaged in the project
implementation schedule of the Merchant appraisal report of IDBI Ltd.

As per the Merchant Apprisal Report, the site development work and placing of orders for Plant & Machinery was
to be completed by December 2005 and construction of factory buildings was to commence by December 2005.
However, due to the delay in acquisition of land, we expect to complete the site development work by February
2006 and commence the construction of the factory building thereafter. We have completed the placing of orders
for long - delivery duration Plant & Machinery by February 2006. Since, the timely commencement of commercial
operations at our projects is critical, any delay in the completion or to the beginning of sugar production at our
mills may adversely affect the results of our operations and may adversely affect the market price of our Equity
Shares. However, our promoters are well experienced in the Sugar industry. We have in the past successfully
implemented our projects on time without any cost overrun. We expect to complete the implementation of the
projects within the projected time and cost parameters.

Our inability to effectively manage our rapid infrastructure and personnel growth could have a material
adverse effect on our business, results of operations and financial condition.

We started our operations in January 2001 by setting up a 2500 TCD sugar plant in village Libberheri, Tehsil
Roorkee, District Haridwar, Uttaranchal. Within a span of five years, we have expanded our capacity at village
Libberheri to 6250 TCD. We are also setting up a green field project at village Barkatpur in Bijnore District in Uttar
Pradesh with a capacity of 7000 TCD alongwith a co-generation power plant of 20 MW capacity, of which the first
phase of 3500 TCD capacity and 10 MW power plant has commenced commercial operations in December 2005.
The second phase is expected to commence operations shortly. The same will result in an overall capacity of
13250 TCD and co-generation power plant facility of 35 MW. Our inability to manage such rapid expansion
effectively or to ensure the continued adequacy of our current systems could have a material adverse effect on
our business, results of operations, financial condition and cash flows.

Appraiser of our Project, IDBI has mentioned certain Weaknesses and Threats in its Merchant Appraisal
Report dated December 2005.

Our Project has been appraised by IDBI. IDBI has mentioned the following Weaknesses and Threats in its
Appraisal Report:
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Weaknesses

� Implementation of several projects in quick succession may result in temporary liquidity problems

� The proposed IPO’s success will depend on the market sentiments at that point of time

Threats

� The industry as a whole is cane price/cane availability sensitive

� Government regulations and further increase in SMP/SAP for Sugar cane may affect the performance
adversely

� Being agro-based Industry, susceptible to vagaries of monsoons

� Import of Sugar – lowering of import duty by GOI

� Lowering of entry barriers (except surrounding of 15 Kms from the mill)

The proposed expansion project envisages setting up of green field sugar mill units at village Khaikheri
and village Shermau. An expansion to such an extent will have to be closely monitored to ensure successful
implementation

The proposed expansion project as appraised by Industrial Development Bank of India Limited constitutes setting
up of two above-mentioned additional units in the state of Uttar Pradesh and involves an expenditure of Rs.
28600 lacs. Our Company proposes to implement the projects by October 2006. The deployment of funds raised
from the Issue will be monitored by Punjab National Bank.

iii) Risks related to the business

Our business is dependent on the Sugar Cane production during the Sugar Season.

Sugar industry is an agro-based industry and its main raw material is sugarcane. In any year, if there is a
shortfall in sugarcane production on account of adverse climatic conditions, the amount of sugar produced by the
sugar mills is affected adversely. In India, agriculture is primarily dependent on agro climatic conditions. Proper
water management through irrigation during the formative phase of the cane is critical to the sucrose content and
overall quality of the cane. Apart from climatic conditions, the sugar cane crop may also be impacted by the
occurrence of crop disease. In case the quality or quantity of cane available to us is affected by any of the
aforementioned conditions, we may not be able to optimally utilize our crushing capacity. This will directly affect
our profitability.

Our success depends on our ability to efficiently handle the critical factors affecting profitability of sugar
mill units.

Production of sugar is a complicated activity with the profitability primarily dependent on four critical factors being
Cane Acreage, Yield per Hectare, Drawal and Recovery factor. The sugar cycle (as described on page no. 50 of
this Prospectus) affects the Cane Acreage. As per the extant laws, the distance between the chimneys of two
sugar mills should be a minimum of 15 kilometers. The Cane Commissioner of the respective region allocates the
reserved area for each sugar mill. We are required under law to purchase any sugarcane grown within our
reserved area.

However, the farmers are not under any obligation to grow sugar cane and may shift to alternative/more remunerative
crops in case of non-receipt of sugar cane dues. Yield per Hectare affects the quantum of sugar cane availability.
As discussed earlier, adverse weather conditions, crop disease, pest attacks may adversely affect sugarcane
crop yields. Recovery rate depends on various factors including quality of cane, duration between harvesting and
crushing, sucrose content in cane etc. Any reduction in the yield per hectare or the recovery rate may have a
material adverse effect on our profitability.
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Sugarcane grown within our Reserved Cane Area may be sold to manufactures of Gur & Khandsari and
others instead of us.

As per the statistics of ISMA, the percentage of India’s sugarcane production utilized for ‘Gur and Khandsari’ was
32.5%, 20.1% and 31.5% in the Sugar Year 2003-2004, 2002-2003 and 2001-2002 respectively. In addition, 11.4%,
11.1% and 11.1% of the sugarcane production was utilized for ‘Seed, Feed and Chewing, etc.’ in the Sugar Year
2003-2004, 2002-2003 and 2001-2002 respectively. Hence, a substantial portion of the total sugarcane grown may
not be available to sugar manufacturers. To ensure that the farmers stay interested in selling sugarcane to us, we
may need to provide financial and other incentives to the farmers. This may adversely affect our financial condition
and results of our operations.

High cost of raw material and inability to pass it to the consumer may put a pressure on the profit
margins.

Sugarcane costs constitute a major portion of our direct expenditure. As per the extant norms, we have to
purchase sugarcane at the State Advised Price (SAP). At the same time, the amount of sugar that can be sold
in the market is regulated. Sugar is sold in the open market at market-determined prices. Thus, we have little
control over the quantity or the price at which we can sell the sugar produced. This can put a pressure on our
profit margins.

Production of sugar is seasonal

The main raw material for the sugar industry, i.e., sugar cane is highly perishable as regards to the operational
efficiency and optimum recovery from crushing. Harvesting of sugar cane is typically done between mid of
October to April. The juice starts drying up fast after the harvesting, putting heavy demands on time and place
co-ordination between the farmers and the sugar mill. Sugarcane must be transported to and crushed at the mill
fast otherwise, the sugar recovery rate may go down at a rate as high as almost 1% a day as the temperature
rises towards end of February. Thus, crushing of sugarcane or production of sugar can typically be stretched over
a period of 170 days in a year depending on the region. Thus, sugar production in this region is typically done
during the six months from November to April in a year.

Sugar Industry is cyclic

Domestic sugar industry typically follows a 5 to 7 years 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 sugarcane, farmers then switch back to sugarcane. Profitability
of sugar manufacturing units like ours depends largely on the stage of the cycle witnessed by the industry.
Presently, the industry has witnessed low production of 12.5 million tonnes of sugar in the Sugar Season 2004-
05. As per ISMA, the production is expected to increase by 40% in the current Sugar Season 2005-06. However,
the higher production is also coupled with lower inventory levels and thus prices are expected to remain stable if
not rise.

Selling Price of sugar depends largely on prevailing market prices.

The wholesale price of sugar has a significant impact on our profits. Sugar is subject to price fluctuations
resulting from weather, natural disasters, domestic and foreign trade policies, shifts in supply and demand and
other factors beyond our control. Further the sugar industry in India is highly fragmented and the pricing power of
individual companies is limited. As a result, any prolonged decrease in sugar prices could have a material
adverse effect on our Company and our results of operations.

Sugar Industry is a highly regulated industry

Sugar is an essential commodity, and is included within the purview of the Essential Commodities Act, 1955.
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Consequently, sugar production, supply and distribution are regulated by the State and Central Government. The
purchase price of sugarcane is regulated as the Central Government fixes the minimum price of sugarcane,
termed the Statutory Minimum Price (SMP). Further, states can declare their own State Advised Price (SAP)
higher than the SMP. Presently, the regions in which our Company has and proposes operations are governed by
the SAP. The quantity to be sold is based on a Monthly Release Mechanism governed by the Sugar Directorate.
We thus operate in an industry, which is highly regulated and any change in governmental or legal policies to the
detriment could adversely affect the business, operations and profitability of our Company.

Restriction on further expansion of sugar mills in Uttar Pradesh

Monnet Sugars Ltd. had filed a writ petition in Allahabad High Court challenging the de-licensing of sugar industry
in November 1998. The Company had stated that sugar being a central subject, the de-licensing order would
require Parliament approval and cannot be merely done through an executive order. The Allahabad High Court
passed an order in August 24, 2005 and declared the de-licensing of the sugar industry as illegal. The matter was
taken to the Supreme Court and the Supreme Court has stayed the Allahabad High Court judgment. As of now,
the cane Commissioner of Uttar Pradesh (U. P.) will decide on cane allocation, reserved areas and other issues
affecting sugar units in U.P., while the matter is in Supreme Court. In case, the order passed by the Allahabad
High Court is upheld by the Supreme Court, implementation of the expansion projects being undertaken by us
and other sugar mills may be delayed or aborted. This will, however, not affect our existing operations at Libberheri
in Uttaranchal, since license for setting up the mill had been procured prior to the de-licensing of the sugar
industry in 1998.

We may face competition from other established companies and future entrants into the industry.

Since the sugar industry is going through a boom period, increasingly additional capacities are being added by
existing sugar companies and by new entrants in this field. The supply of sugar in the market will increase once
these additional capacities start production. This additional supply of sugar in the market will affect the sugar
price if it is not supported by proportionate increase in demand. Our profit margin may reduce incase of fall in
future sugar prices and the same will have a direct impact on our share price. Competition is inevitable in any
line of business.

iv) Other Incidental Risks

Our existing and proposed sugar mills are not fully integrated

As discussed earlier, manufacturing of sugar is a seasonal and a regulated business. As a result, most of the
sugar mills have started expanding their product profile by efficient utilization of by-products, namely bagasse
and molasses, to enhance their profitability. This helps in de-risking the business so that they are not exposed to
a large extant to the vagaries of nature and the adverse government policies. However, though bagasse, is being
utilized to generate power, our existing plants at village Libberheri in Uttaranchal and village Barkatpur in Uttar
Pradesh as well as our proposed mills are not fully integrated to the extent of value addition of molasses through
distillery operations. This may restrict us from using the molasses generated through the sugar production process
efficiently, thereby limiting our scope of enhancing our profitability.

Existing Induction Furnace has not generated any revenue during the Financial Year 2005. Further, we
propose to set up another induction furnace.

To efficiently utilize the excess power that can be generated during the sugar season, our Company set up an
induction furnace of 80 Tonnes Per Day (TPD) for manufacturing of M. S. steel ingots at its unit in village
Libberheri in FY 2002. The said facility has been licensed to Gayatri Iron Pvt. Ltd. for a period of three years
commencing from FY 2003. As per the terms of the License Agreement, Gayatri Iron Pvt. Ltd. shall pay an
amount of Rs. 1.00 lac per day for using consumables like power and water etc. supplied by our Company. Apart
from this, Gayatri Iron Pvt. Ltd. shall pay us an amount of Rs. 3.00 lacs per month for utilizing the M. S. steel
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ingots manufacturing facilities. However, the said facility has not generated any revenues in the FY 2005, due to
the non-availability of excess power to operate the induction furnace by Gayatri Iron Pvt. Ltd. The non-availability
of excess power to operate the induction furnace was mainly due to the delay in stabilization of the new turbine
set up by us. Further, we propose to set up one more induction furnace of 100 TPD at an estimated cost of Rs.
200 lacs, to be funded entirely by internal accruals. Our Company proposes to license this additional furnace
facility to Gayatri Iron Pvt. Ltd. on similar terms.

Our success depends largely on our senior management and our ability to attract and retain our key
personnel. Any significant changes in the key managerial personnel, may affect the performance of our
Company.

Our success depends on the continued services and performance of the members of the senior management
team and other key employees. Competition for senior and experienced personnel in the industry is intense at
present. The loss of the services of our senior management or other key personnel could seriously impair our
ability to continue to manage and expand our business, which may adversely affect our financial condition.
Further, we do not maintain any ‘key man” life insurance for our senior members of our management team or
other key personnel, except our Chairman and Managing Director.

We have not yet applied for or are yet to receive certain statutory clearances and approvals in relation to
our business.

Our Company has not received the following approvals/sanctions:

1. Our Company is yet to procure the renewal of the following licenses for the year 2006 in respect of the unit
at village Libberheri:

License/Approval Whether Status of
Applied Application

License to run a factory Yes Pending

Approval for installation of Boiler Yes Pending

Water (Prevention and Control of Pollution) Act, 1974 Yes Pending

Air (Prevention and Control of Pollution) Act, 1981 Yes Pending

Registration under the Labour Act, 1970 for employment Yes Pending
of contract labour

Approval for Storage of HSD under the Explosives Act, 1884 Yes Pending

2. Our Company stores High Speed Diesel (HSD) within the factory premises at the units in village Libberheri
in Uttaranchal. The HSD is used for running DG sets during the off-season i.e. when sugarcane is not
crushed. We have been storing HSD at our unit in village Libberheri without obtaining prior approval from the
Chief Controller of Explosives as required under the Explosives Act, 1884. Our Company has made an
application to the Deputy Chief Controller of Explosives, Explosives Department, Agra for the approval for
the construction of HSD Storage Tank vide their application dated February 09, 2005. The said application is
still pending for approval.
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3. Our Company is yet to procure the following licenses in respect of the unit at village Barkatpur:

License/Approval Whether Status of
Applied Application

License to run a factory Yes Pending

Hazardous Wastes (Management and Handling) Rules, 1989 No -
to the Uttar Pradesh Pollution Control Board

Water (Prevention and Control of Pollution) Act, 1974 Yes Pending

Air (Prevention and Control of Pollution) Act, 1981 Yes Pending

Approval of storage of HSD under the Explosives Act, 1884 No -

Approval for installation of Boiler Yes Pending

Registration under the Employees Provident Fund Yes Pending

Registration under the Labour Act, 1970 for employment of Yes Pending
contract labour

License under the Prevention of Food Adulteration Act, 1954 No -

We have not registered our brand i. e. ‘Uttam Sugar’ and we do not have a registered trademark.

We have yet not registered the brand ‘Uttam Sugar’ in our name and do not have a registered trademark. This
subjects us to the risk of imitation and loss of revenue owing to sub-standard quality sugar being sold by others
under our brand name. The same cannot be registered, as the word ‘Uttam’ is a generic term.

Some of our term loan agreements have certain restrictive covenants, which may affect the rights of
equity shareholders.

Some of our term loan agreements entered into with our lenders contain certain restrictive terms viz., we cannot
declare or pay any dividend without prior permission of the lenders to our shareholders during any financial year
unless we have paid all the dues to the respective lenders or paid or have made satisfactory provisions therefore
or in the event we are in default of the terms and conditions of such loan agreements.

As per the terms of the Borrowing Agreement entered into with IDBI, in case of any default for three consecutive
instalments and outstanding, IDBI has the option to convert its then existing outstanding loan balance into Equity
Shares at any time during the currency of the loan. As on January 31, 2006, Rs. 3334.97 lacs is due to IDBI Ltd.
Additionally, Rs. 5100 lacs has been sanctioned, but yet to be disbursed.

We currently enjoy certain tax benefits, which may not be available to us in the future

As per the provisions of Section 80-IC of the Income Tax Act, 1961, we are eligible to claim a deduction with
respect to profits derived from village Libberheri, Tehsil Roorkee, District Haridwar (Uttaranchal) Unit on the basis
of substantial expansion of Industrial Undertaking in Uttaranchal State. Similarly, certain other tax benefits in this
regard, which are currently being enjoyed by us, may not be available to us in the future. Such non-availability of
tax benefits could adversely affect our results of operations and financials.

Availing of tax benefits by our Company and/or the shareholders will be subject to fulfillment of certain
conditions

Our Company will be eligible for certain tax benefits as enumerated in the section titled ‘Statement of Tax
Benefits’ on page no. 39 of this Prospectus. However, several of these benefits are dependent on our Company
fulfilling the conditions prescribed under the relevant provisions of the relevant tax laws, non-fulfillment of which
may make our Company ineligible for these benefits.
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Similarly our shareholders will be eligible for certain tax benefits as enumerated in the section titled ‘Statement of
Tax Benefits’ on page no. 39 of this Prospectus. However, several of these benefits are dependent on our
shareholders fulfilling the conditions prescribed under the relevant provisions of the relevant tax laws, non-fulfillment
of which may make our shareholders ineligible for these benefits.

Our insurance coverage may not adequately protect us against certain operating hazards and this may
have a material adverse effect on our business.

We maintain insurance policies in respect of our principal places of business, including our sugar mills vehicles.
Our plant and machinery such as mills, pans, boilers, pressure vessels, DG sets, turbines, motors, tubewells,
effluent treatment plant and office equipment are also covered by insurance.

While we believe that the insurance coverage we maintain would reasonably be adequate to cover all normal
risks associated with the operation of our business, there can be no assurance that any claim under the insurance
policies maintained by us will be honoured fully, in part or on time. To the extent that we suffer loss or damage
that is not covered by insurance or exceeds our insurance coverage, our results of operations and cash flow may
be adversely affected.

We do not have a track record for payment of dividends on Equity Shares.

We have not declared or paid any cash dividends on the Equity Shares since our inception. The future payment
of dividends, if any, would be based on the then available distributable profits and the recommendations of our
Board of Directors.

We have a high Total Debt-Equity ratio of 2.41 as on financial year ended September 30, 2005.

We have undertaken three expansions and modernization at our unit in village Libberheri within the short span of
5 years and are setting up a green field sugar mill at village Barkatpur. These have been funded through a mix
of debt, equity and internal accruals. Consequent to this, our Total Debt to Equity Ratio as on September 30,
2005 is 2.41, which is on the higher side. Our capacity to service the debt depends on our continued profitability
as demonstrated in the past. In case we are not able to achieve the required growth, due to internal constraints
or external factors like adverse developments in the industry, we may find it difficult to service the debt and this
will have an impact on the return to the shareholders. However, our long-term debt to equity ratio is 1.87.

Foreign Exchange Risks

We have availed of FCNR (B) Demand Loan amounting to USD 10.00 lacs (approx. Rs. 450 lacs, assuming
exchange rate of Rs. 45/- per USD) to encash on the lower interest rates on such loans. To this extent, we are
exposed to risks arising from adverse movements in the exchange rate parity between the US dollar and the
Indian Rupee. However, we have hedged this risk by taking full coverage through forward cover for exchange
rate.

Large number of companies in the group catering to diverse industry segments

Our promoters and their associates have promoted a large number of companies operating in diverse industry
segments. As a result of this, promoters may find it difficult to focus on every business venture. However, each
of the business ventures is run independently by a team of well-qualified professionals and we are not exposed
to any conflict of interest with any of these ventures. For more details of companies in the group, please refer to
the section titled ‘Group Companies’ beginning from page no. 122 of this Prospectus.
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Losses incurred by group companies

Losses incurred by some of the companies under our group are as given below:

(Rs. in lacs)

Name of the Company 2003 2004 2005

Lipi Boilers Ltd. (1.73) 1.22 4.98

The Standard Type Foundry Pvt. Ltd. (9.41) 17.80 7.17

Lipi Consultants Pvt. Ltd. 2.12 (0.34) 1.93

Uttam Tubes Pvt. Ltd. (0.25) (0.12) (0.08)

Shree Uttam Colonisers Pvt. Ltd. (0.07) 0.08 (0.08)

Shubham Sugars Ltd. 3.63 (3.19) (1.16)

Telma Trading Pvt. Ltd. (0.42) (0.15) (0.78)

Adharshila Capital Services Ltd. 0.24 0.24 (0.02)

Some of our group companies viz., Uttam Distilleries Ltd., Shubham Sugars Ltd., Divine Grace Enterprises Pvt.
Ltd., Idea Engineering Pvt. Ltd., Uttam Trading Centre Pvt. Ltd. and Mansingh Group Hotels & Resorts Ltd. are
not carrying out any business activities.

The following of our group companies’ equity shares though listed, are not traded.

Adharshila Capital Services Ltd.: The Equity Shares of Adharshila Capital Services Ltd. are listed on the Delhi
Stock Exchange Association Ltd. and the same are in the compulsory list of trading in dematerialization w.e.f.
January 02, 2002. There was no transaction in the Equity Shares of the company on Delhi Stock Exchange for
more than three years. The same are not traded as on date of filing this Prospectus. For more details, please
refer to the section titled ‘Group Companies’ beginning from page no.122 of this Prospectus.

Pariksha Fin-Invest-Lease Ltd.: The Equity Shares of Pariksha Fin-Invest-Lease Ltd. are listed on the Delhi
Stock Exchange Association Ltd. and the same are in the compulsory list of trading in dematerialization w.e.f.
January 02, 2002. There was no transaction in the Equity Shares of the company on Delhi Stock Exchange for
more than three years. The same are not traded as on date of filing this Prospectus. For more details, please
refer to the section titled ‘Group Companies’ beginning from page no. 122 of this Prospectus.

Our Promoters and Promoter group will continue to retain significant control in our Company after the
current Issue, which may influence the outcome of matters submitted to shareholders for approval.

The post Issue Equity Share Capital holding of our Promoters and Promoter group will be 83.25%. As a result,
the Promoters and Promoter group will have the ability to exercise significant influence over all matters requiring
shareholders’ approval, including the election of directors and approval of significant corporate transactions. The
Promoters and Promoter group will also be in a position to influence any shareholder action or approval requiring
a majority vote. Such a concentration of ownership may also have the effect of delaying, preventing or deterring
a change in control.

We have issued Equity Shares in last twelve months at a price, which could be lower than the Issue Price

We have made the following allotments in the last twelve months at a price, which could be lower than our
current Issue price -
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Date of Face Value Issue Price Mode of Allottee No. of
Allotment (Rs.) (Rs.)  payment Equity

Shares
allotted

27.07.2005 5.00 7.50 Cash Promoters and 44,59,800
Promoter Group

22.08.2005 5.00 7.50 Cash Promoters and 32,64,000
Promoter Group

17.10.2005 10.00 15.00 Cash Promoters and 12,82,600
Promoter Group

10.11.2005 10.00 15.00 Cash Others 74,000

15.12.2005 10.00 15.00 Cash Promoters 13,31,000
and Others

23.12.2005 10.00 15.00 Cash Promoters and 2,49,500
Others

Contingent Liabilities not provided for

Contingent liabilities not provided for as on Financial year ended September 30, 2005 are as under:

Outstanding Bank guarantee in favour of U.P. Pollution Control Board: Rs. 5.98 lacs Excise Duty/Sales Tax
demands and show cause notices aggregating to Rs. 144.36 lacs against which the Company/department has
preferred appeals/filed replies.

Litigations/ Disputes/defaults against our Company

Litigations against our Company

There are some litigations pending against our Company. The total amount of the same can not be ascertained.
There are no litigations other than those stated below against our Company.

Sr. No. Cause Title Nature of the Case Amount involved Present Status

1. Uttam Sugar Mills Ltd. vs.
Deputy Commissioner
(Assessment) Trade Tax,
Roorkee

Appeal pending before the
Joint Commissioner of
Trade Tax, Dehradun

This appeal has been filed by
USML against the assessment
order dated 29.3.2004, passed by
the Deputy Commissioner Trade Tax
(Roorkee). The assessment year is
1999-2000. The liability has been
held to the tune of 1,72,907/-. The
Deputy Commissioner (Assess-
ment) has passed this order upon
remand from the Joint
Commissioner (Appeal). It is the
case of USML that no entry tax is
payable on the component parts
brought in by USML, into the local
area. However, the Deputy
Commissioner has held that the

Rs. 1,72,907/- This Appeal is
pending before
the Joint Commi-
ssioner of Trade
Tax, Dehradun
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fabrication of machinery is not
possible without the machinery
parts and therefore entry tax has
been levied to the tune of Rs.
1,72,907/- and also penalty
proceedings have been initiated for
the delay.

2. Uttam Sugar Mills Ltd. vs.
Deputy Commissioner
(Assessment) Trade Tax,
Roorkee
Appeal pending before
Joint Commissioner of
Trade Tax, Dehradun

This appeal has been filed by
USML against the assessment
order dated 30.3.2005, passed by
the Deputy Commissioner Trade Tax
(Roorkee). The assessment year is
2001-2002. The liability has been
held to the tune of 2,10,182/-
against the admitted tax of Rs.
30,642.50. USML had brought
certain components (machinery
parts) in the local area for
assembling the machinery at site.
It is the case of USML that these
components cannot be termed as
spare parts and no entry tax is
leviable thereon under the
provisions of the Entry Tax Act.
This contention of USML has been
negatived by the Deputy
Commissioner (Assessment).

Rs. 2,10,182/- The Appeal is
pending Before
the Joint Commi-
ssioner of Trade
Tax, Dehradun

3. Uttam Sugar Mills Ltd. vs
Deputy Commissioner
(Assessment) Trade Tax,
Roorkee

Appeal pending before the
Joint Commissioner of
Trade Tax, Dehradun

This appeal has been filed by
USML against the assessment
order dated 31.3.2004, passed by
the Deputy Commissioner Trade Tax
(Roorkee). The assessment year is
2000-2001. The liability has been
held to the tune of Rs. 10,99,917-
against the admitted tax of Rs.
30,642.50. USML had brought
certain components (machinery
parts) in the local area for
assembling the machinery at site.
It is the case of USML that the
said components cannot be termed
as spare parts and no entry tax is
leviable thereon under the
provisions of Entry Tax Act. This
contention of USML has been
negatived by the Deputy
Commissioner (Assessment).

Rs. 10,99,917/- The appeal is
pending before
the Joint Commi-
ssioner of Trade
Tax, Dehradun
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4. Uttam Sugar Mills Ltd.

Show Cause Notice No.
V(15) of/Adj/28/2005/3561
dated 24.3.2005

Show Cause Notice No.
V(15) of/Adj/28/2005/3562
dated 24.3.2005

Show Cause Notice No.
V(15) of/Adj/28/2005/3563
dated 24.3.2005

Show Cause Notice No.
V(15) of/Adj/28/2005/3564
dated 24.3.2005

These Show Cause Notices have
been issued by the Commissioner,
Central Excise Meerut-1. It is the
case of the Revenue that USML,
Libberheri, District Haridwar, the
manufacturer of V.P. Sugar &
Molasses has contravened the
provisions of Rule 6(4) of the
Cenvat Credit Rules, 2002 and has
wrongly availed Cenvat Credit
facility on Capital Goods (as per
Annexures A & B attached to the
respective Show Cause Notices)
amounting to Rs. 1,42,42,543/-
which were exclusively used in the
manufacture of exempted goods.
USML has been asked to show
cause as to why the above amount
of Rs. 1,42,42,543/- should not be
demanded and recovered from it
under Rule 12 of the Cenvat Credit
Rules read with Section 11 (A) of
Central Excise and Salt Act 1944,
and further why penalty should not
be imposed under Section 13(2) of
the Cenvat Credit Rules 2002 read
with Section 11(a) (c) of the Central
Excise and Salt Act 1944. USML
has further been asked to show
cause why a penalty should not be
imposed on various Directors of
USML namely Raj Kumar Adlakha,
Rajan Adlakha and Ranjan Adlakha,
with its General Manager T.
Kannan, for contravention of the
provisions of Rule 6 of the Cenvat
Credit Rules. Copies of these
notices have been served on the
aforesaid Directors and the General
Manager.
USML has disputed the allegations
levelled in the above show cause
notices and it is the case of USML
that the Capital Goods were used
in the manufacture of dutiable
sugar during 9.11.2004 to
2.12.2004, i.e. prior to availing of
the exemption w.e.f 3.12.2004.
USML is relying upon Rule 6(4) of
the Cenvat Credit Rules wherein the
condition is that the Capital Goods
should not have been exclusively
used in the manufacture of
exempted goods. USML is claiming
that in the present case, it cannot
be said that the Capital Goods
have been used exclusively in the
manufacture of exempted goods. It
is only on or after 3.12.2004 that
the noticees started using the
subject Capital Goods for the
manufacture of exempted goods.

Rs. 1,42,42,543/- Replies have
been filed by
USML to the
various Show
Cause Notices
and the Commi-
ssioner Central
Excise Meerut-1
is yet to adjudi-
cate upon these
Show Cause
Notices.
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5. Uttam Sugar Mills Ltd. vs.
Commissioner of Central
Excise Meerut
Appeal No. E/812,813/
NB(SM)

This is an appeal filed by USML
against two different orders passed
by the Commissioners (Appeal)
Customs & Central Excise Meerut-
1, being orders in Appeal No. 292-
CE/MRT-1/2003 dated 13.11.2003
and orders in Appeal No. 292-CE/
MRT-1/2003 dated 14.11.2003. The
facts pertaining to the present
appeal are that the Deputy
Commissioner, Central Excise,
Saharan, Pur Division, allowed the
Cenvat Credit of Rs. 1,78,753 +
8,228 = Rs. 2,09,741/- taken by
USML during the month of
November 2000 to January 2001
on channels, plates, H.R. Sheets,
Angles, Base Frame & Welding
Electrodes. By the same order, the
Deputy Commissioner had
disallowed the MODVAT credit of
Rs. 1,02,727 + 18,406 = Rs.
1,21,133/- taken on lubricants and
chemicals. The order of the Deputy
Commissioner was challenged
both by USML (against the
rejection of claim of MODVAT on
Lubricants and Chemicals) and by
the Revenue (for allowing the
Cenvat Credit on Channels/plates/
sheets/a-ngles, Base frames and
welding Electrodes) before the
Commissioner, Appeals Customs &
Central Excise, Meerut. It was the
contention of the Revenue that
channels/plates/sheets/a-ngles,
Base frames and welding
Electrodes are not eligible capital
goods as these are used as
construction/erection material and
cannot be considered as
components/spares/accessories of
plant and machinery. This
contention of the Revenue has
been upheld in the first impugned
order which has been challenged
by USML in the present appeal
before CESTAT.
The Commissioner (Appeals) has,
by its order dated 13.11.2003
disallowed the appeal of USML
against the rejection of the claim
of MODVAT on lubricants and
chemicals, whereas the appeal of
the Revenue was allowed by the
Commissioner (Appeal) by its order
dated 14.11.2003.
Both the above orders are under
challenge in this common appeal
before CESTAT.

Rs. 1,21,133

+

Rs. 2,09,741

Total Rs. 3,30,874

The Appeal is
pending adjudi-
cation in CES-
TAT.
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6. Deputy Commissioner,
Customs & Central Excise
Dehradun vs. Uttam Sugar
Mills Ltd.

Appeal No. 62/04 pending
before the Commissioner
(Appeals) Customs &
Central Excise Meerut

This appeal has been filed by the
Revenue against the order dated
16.10.2003 No. 82/2003 passed by
the Deputy Commissioner Customs
& Central Excise Dehradun.
Proceedings were initiated by the
Revenue against USML on the
grounds that USML was availing
credit of duty on the inputs,
namely, phosphoric acid,
Magnafloc, Caustic Soda etc. which
were being used by it in the
manufacture of sugar and
molasses, pressmud and
Bagasses as well. The Revenue
alleged that as common inputs
were used in the manufacture of
bagasses and pressmud (i.e.
exempted goods), USML was liable
to pay an amount equal to 8% of
the price of exempted goods, at
the time of their clearance in view
of Rule 57 CC/57 AD of the
Central Excise Rules. It was the
case of the Revenue that these
products were actually sold by
USML and were thus excisable
goods.
By its order dated 16.10.2003 no.
82/2003 the Deputy Commissioner,
Central Excise Dehradun held that:
(i) in view of the decision of the
Hon’ble Supreme Court in CCE
Meerut vs. Titawi Sugar Complex
reported in 2003 (152) ELT (21),
there is no case for the
Department in demanding the
amount of 8% from the party on
the price of pressmud cleared by
them.
(ii) It was held that bagasses
generated in the course of
manufacture of sugar are a waste
and residue and no demand for
recovery of 8% of their sale price
can be made under the provisions
of Rule 57 CC/57AD of the Excise
Rules.
(iii) In view of the fact that no
demand could be sustained for
pressmud/bagasse there is no
reason for demand of interest and
penalty.
It is against this order that the
Revenue has filed the present
Appeal, bearing No. 62/2004.

Duty involved:

Rs. 17,261

+

Rs. 14,207
(for pressmud)

+

Rs. 3, 174

+

Rs. 97,486

+

Rs. 2,25,712

+

Rs. 1, 32,301

Total Rs. 4,90,141

The Appeal is
pending before
the Commi-
ssioner (Appeals).
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7. Simplicity Projects Pvt.
Limited vs. Uttam Sugar
Mills Ltd.

Suit No: 612/2005

pending in the Court of
J.P. Narain, Civil Judge
Delhi.

This Suit for the recovery of Rs.
76,573/-, along with a claim of
pendete lite and future interest @
18% p.a., has been filed by
Simplicity Projects Pvt. Ltd.
against USML. The case of the
Plaintiff, i.e Simplicity Projects Pvt.
Limited, is that it has supplied
various goods to USML, for which
after adjustment of all accounts,
as on 13.12.2002, an amount of
Rs 51,123.42 is still outstanding
against USML. This amount, the
Plaintiff claims, has not been paid
to it despite demand. Thus the
present suit includes the original
amount of Rs. 51,123.42 with
interest from 13.12.2002 @ 18%
interest.

USML has not yet filed its Written
Statement in this case.

Rs, 76,573/- along
with pendente lite
and future interest
@ 18% p.a.

The suit is
pending before
the Civil Judge
Delhi. USML is
yet to file its
Written State-
ment.

8. Lokesh vs Uttam Sugar
Mills Limited, Case No.
106/2003, pending before
the Labour Court,
Dehradun.

The Labour Commissioner of
Uttaranchal, Dehradun has made
a reference to decide the dispute
between Lokesh and USML. The
terms of reference are: “Whether
the termination of services of Shri
Lokesh on 21.10.2001, by
Management, is legal and justified,
if no, what relief is the workman
entitled to?”
The case of Lokesh is that he was
employed with USML on 1.1.2001
as a helper and while he was
cleaning the machines on
22.1.2001, the machine started
automatically which resulted in
serious injuries to Lokesh,
because of which he was under
medical treatment for many
months. After recovery when he
returned to work, he was not taken
back on the job, despite many
efforts. Finally his services were
terminated on 21.10.2001, without
any show cause notice or
compensation. Lokesh has not
stated in his Statement of Claim
what his alleged wages were per
month.

Since the wages
have not been spe-
cified by Lokesh,
the exact amount
involved cannot be
ascertained. Howe-
ver we feel that if
the Labour Court
ultimately awards
reinstatement with
back wages to
Lokesh, the
minimum wages as
per the Minimum
Wages Act will
have to be paid for
the entire period.

The case is still
pending at the
stage of evidence
before the Labour
Court.
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USML has filed its Written
Statement in this case and has
denied that Lokesh was ever
employed by it. The employer/
employee relationship between
USML and Lokesh has been
denied by USML. Thus USML has
claimed that there was no
employment and no termination of
Lokesh, by USML.

9. Laxmikant Sharma vs.
Uttam Sugar Mills Ltd.

C.P. Case No. 8/2003,
pending before the
Assistant Labour
Commissioner & Conci-
liation Officer Haridwar.

Since the wages
have not been
specified by
Laxmikant, the
exact amount
involved cannot be
a s c e r t a i n e d .
However we feel
that if the matter is
referred to the
Labour Court and if
the Labour Court
ultimately awards
reinstatement with
back wages to
Laxmikant, the
minimum wages as
per the Minimum
Wages Act will
have to be paid for
the entire period

The complaint is
p e n d i n g
cons ide ra t i on
before the
Assistant Labour
Commiss ioner
and Conciliation
Officer Haridwar.

This is a complaint filed by
Laxmikant Sharma under Section

2-A of the U.P. Industrial Disputes
Act 1947, claiming that he was
appointed as a seasonal
weighment clerk on 14.1.2001 and
has not been taken on duty in the
season 2002-2003 which started
with effect from 25.11.2002.

USML has filed its written
statement and has prayed for the
rejection of the complaint on the
technical grounds that UP
Industrial Disputes Act, 1947
[“UPID Act”] is not applicable to
Uttaranchal State and since the
Complainant himself had stated
that he has not been taken on
duty the same cannot be treated
either as discharge, dismissal,
retrenchment or termination and is
thus absolutely out of the purview
of Section 2A of UPID Act 1947.

10. Satya Kumar Vs. Uttam
Sugar Mills Ltd.
I.D. No. 235/2003

Since the wages
have not been
specified by Satya
Kumar, the exact
amount involved
cannot be ascer-
tained. However, we
feel that if the
labour Court ultima-
tely awards rein-
statement with back
wages to Satya
Kumar, the mini-
mum wages, as per
the Minimum Wages
Act will have to be
paid for the entire
period.

The case is
p e n d i n g
a d j u d i c a t i o n
before the Labour
Court and the
pleadings are yet
to be completed.

The Labour Commissioner of
Uttaranchal, Dehradun has made
a reference to decide the dispute
between Satya Kumar and USML.
The terms of reference are:
“Whether the termination of
services of Shri Satya Kumar on
25.11.2002, by Management, is
legal and justified, if no, what relief
is the workman entitled to?”

The case of Satya Kumar is that
he was employed with USML
since 17.11.2001 as a clerk but
w.e.f. 25.11.2002 when the new
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season of 2002-2003 started, he
was not taken on the job. Satya
Kumar has not specified his last
drawn wages.

USML filed its reply, while the
case was before the Conciliation
Officer Haridwar. The stand of
USML is that since its factory is
in Uttaranchal, the claim which
has been raised by Satya Kumar
under the UP Industrial Disputes
Act is not maintainable since the
UP Industrial Disputes Act is not
applicable to Uttaranchal. Further,
it has been stated by USML that
Satya Kumar has never been
directly employed by USML,
therefore there is no question of
his services being terminated by
USML. In other words, USML has
denied any employer and
employee relationship with Satya
Kumar.

11. Abhimanyu Singh (Cane
Manager USML) vs.
Munnu Singh & Ors

Case No 408 of 2005,
pending before the High
Court of Uttaranchal at
Nainital.

If the present
petition before the
High Court is not
allowed than the
Petitioner will have
to face the trial
before the Judicial
Magistrate. If after
the trial, the
Petitioner is found
guilty, he may be
punished for
imprisonment up to
three years for
committing an
offence under
Section 420 of the
IPC.

The matter is
pending before
the High Court of
Uttaranchal at
Nainital. The High
Court has issued
notice and has
passed interim
orders. The High
Court has stayed
the proceedings
before the
J u d i c i a l
Magistrate.

This is a petition filed under
Section 482 of the Cr.P.C seeking
quashing of Criminal Complaint No
806/04, under Section 420 I.P.C
pending before the Additional Civil
Judge/ Judicial Magistrate,
Roorkee, Haridwar. In the complaint
the Complainant has alleged
cheating by USML, through its
Cane Manager. The case of the
Complainant is that USML had
announced a prize to be given to
the cane grower whose land would
yield exceeding 70 quintal per
Beegha, a specific variety of sugar
cane. The Complainant claims to
have met the requirement but
states that USML has not
complied with its promise and this
amounts to cheating. The
Complainant had led evidence
before the Magistrate and upon
perusal of the material before him,
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the Magistrate took cognizance of
the matter and issued warrants to
the present Petitioner.
Being aggrieved by the cognizance
order, the present Petitioner, i.e.
the Cane Manager of USML filed
the present petition under Section
482 of the CrPC. It is the case of
the Petitioner that the material
before the Magistrate was not
sufficient to take cognizance of
the offence. Further, since the
Petitioner who is only an
employee and not a director, he
ought not to have been
summoned by the Court since he
is neither the person responsible
for the affairs of the company nor
is he a director. It is also the case
of USML that there was never a
valid promise and no case can at
all be established.

12. Sahakari Ganna Vikas
Samiti Limited, Titavi vs.
Uttam Sugar Mills Ltd.

Suit No. 321 of 2005
pending before the Civil
Judge Senior Division,
Muzaffarnagar.

The suit, if allowed,
can result in
restraint orders
issued to the
USML. In such an
eventuality, USML
may have to
approach the High
Court or the State
Government for
allocation of
suitable centres for
the purchase of the
sugarcane.

The case is
pending before
the Civil Judge
Senior Division
Muzaffarnagar
and USML has
filed its written
statement.

This is a Civil Suit seeking an
injunction by the Plaintiff against
the Defendant, USML. The case of
the Plaintiff is that it is a co-
operative society of Sugarcane
Growers and helps its members in
growing and selling the sugarcane;
that it has an exclusive right to
sell the sugarcane to the sugar
factories in the concerned area. It
has been alleged by the Plaintiff
that USML has been attempting to
buy Sugarcane directly from the
sugar growers that it has by-
passed the co-operative society,
i.e. the Plaintiff. By the present
cas,e the Plaintiff seeks to obtain
restraint orders against the
Defendant in bypassing the
Plaintiff while purchasing the
Sugarcane.
The case of the Defendant is that
the Plaintiff has no locus standi
to file the case; further that the
Defendant is purchasing the
Sugarcane under various order
passed by the High Court and the
State Government, from time to
time. It is further the case of the
Defendant that it have always
complied with all the rules and
regulations and the suit is liable
to be dismissed since the plaint
does not disclose any cause of
action.
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13. Uttam Sugar Mills Ltd.
vs. State of UP and
others.
Special Leave Petition (C)
No. 18846 of 2005,
Supreme Court of India

If the order of the
High Court is not
set aside it can
seriously affect the
rights of USML, in
obtaining centres
for the purchase of
sugar from the
State of UP. The
State of Uttaranchal
does not have
s u g a r c a n e
production areas
and if USML is not
allowed to purchase
sugarcane from
Centres in UP, this
can prove very
risky for the
business of USML

The case is
pending before
the Supreme
Court of India and
notice has been
issued to the
Respondent by
the Supreme
Court. Based on
Memo-randum of
Under-standing
dated 19.03.2001
as extended
under G.O. dated
29.10.2004 read
along with the
provisions of
section 60/87 of
the U.P.
Reorgani-sation
Act ,2000 and
various other
Grounds of
Appeal the
Supreme Court
granted Stay on
High Court Order.
The Sup-reme
Court has further
directed that the
present matter
be tagged with
Special Leave
Petition No.
13912 of 2005,
which has been
filed by Laxmi
Sugar Mills in the
Supreme Court.

This Special Leave Petition has
been filed by USML in the
Supreme Court of India, seeking
to challenge the judgment and final
order dated 11.5.2005 passed by
the High Court of Allahabad. USML
was not a party before the High
Court but it claims that the
impugned order of the High Court
may affect its rights therefore, the
Petitioner be permitted to challenge
the order of the High Court.
It is the case of USML that after
the creation of the State of
Uttaranchal, the cane centres
which were originally with the
Petitioner (the Petitioner is now in
Uttaranchal) were deleted from
being reserved for the Petitioner by
the UP Government’s order passed
through the Cane Commissioner. It
is further the case of the Petitioner
that in an identical case filed by
Laxmi Sugar Mills, which is
identically situated like the
Petitioner, in Uttaranchal, the
Special Secretary, Government of
UP had heard the appeals filed by
Laxmi Sugar Mills and vide its
order dated 5th January 2005 had
set aside the reservation/
assignment order dated 8.10.2004
so far as it pertained in favour of
Respondent No. 3 i.e. Triveni
Engineering & Industries Limited.
Aggrieved by the aforesaid order
dated 5th January 2005, Triveni
Engineering & Industries Limited
filed Writ Petition No. 9105 of 2005
in the High Court of Allahabad and
by the impugned order, while
allowing the writ petition, the High
Court held that Laxmi Sugar Mills
had no legal claim to seek
reservation/assignment of
sugarcane areas situated within the
State of UP as Laxmi Sugar Mills
was situated outside the territorial
limits of the State of UP, thus
Laxmi Sugar Mills had no legal
right to file an appeal against the
order of reservation/assignment
passed by the Cane Commissioner
of UP.
It is the case of the Petitioner that
although it was not a party before
the High Court, however, if the
impugned order of the High Court
is allowed to be sustained than it
may affect the rights of the
Petitioner too since it is identically
situated in Uttaranchal, just like
Laxmi Sugar Mills.



xxxi

Sr. No. Cause Title Nature of the Case Amount involved Present Status

14. 13 Show Cause notices
issued on various dates in
the year 2004-2005, to
USML by the Collector &
District Magistrate,
Haridwar under Uttaranchal
Sugar-cane Purchase
Regulations, [Rules 91,
120 & 122].

If USML fails to
satisfy the District
Collector and
M a g i s t r a t e
Haridwar, by its
reply to the show
cause notice, the
same may result in
either the
cancellation of the
sugar weight
license issued to
USML for the year
2004-2005 or may
result in the
forfeiture of the
security deposit of
Rs. 2000 by USML.

USML has yet to
file its replies to
the show cause
notices issued
by the Collector
and District
M a g i s t r a t e ,
Haridwar.

The case alleged against USML in
all the 13 Show Cause Notices, is
that upon inspection by the Sugar
Officer/Assistant Sugar
Commissioner Uttaranchal
Haldwani, at the Sugarcane sale
purchase centre of USML, various
irr-regularities were found in the
weight measurements, equipments
and the concerned documents of
the USML.
By all the above Show Cause
Notices, USML has been asked to
show cause why the weight license
issued to USML for the year 2004-
2005 may not be cancelled and
why the security deposit made by
USML, for obtaining the said
license, be not forfeited.

Litigation against our Promoters and Directors

For the details of the litigations against our Promoters viz. Uttam Industrial Engineering Ltd., Lipi Boilers Ltd. and
Uttam Sucrotech Ltd., which are Companies, please refer to the section titled ‘Outstanding Litigations’ beginning
from page no. 151 of this Prospectus.

There is no direct litigation pending against our individual Promoters and Directors as on date of filing this
Prospectus. However, the following are the litigations of our Company, in which our individual Promoters/Directors
are also made a party with our Company -

(a) Mr. Raj Kumar Adlakha, Chairman & Managing Director

A copy of the show cause notice issued to our Company has been endorsed by the Commissioner of
Central Excise, Meerut under CENVAT Rules, 2002. The primary liability is on our Company. This has been
disclosed under the head “Litigation against our Company”.

(b) Mr. Rajan Adlakha, Director

A copy of the show cause notice issued to our Company has been endorsed by the Commissioner of
Central Excise, Meerut under CENVAT Rules, 2002. The primary liability is on our Company. This has been
disclosed under the head “Litigation against our Company”.

(c) Mr. Ranjan Adlakha, Director

A copy of the show cause notice issued to our Company has been endorsed by the Commissioner of
Central Excise, Meerut under CENVAT Rules, 2002. The primary liability is on our Company. This has been
disclosed under the head “Litigation against our Company”.

(d) Mr. U. R. K. Rao, Director

A copy of the show cause notice issued to our Company has been endorsed by the Commissioner of
Central Excise, Meerut under CENVAT Rules, 2002. The primary liability is on our Company. This has been
disclosed under the head “Litigation against our Company”.
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Group Companies Litigations

There are various litigations pending against our group companies. The total amount of the same cannot be
ascertained. For further details, please refer to the section titled ‘Outstanding Litigations’ beginning from page no.
151 of this Prospectus.

B. EXTERNAL RISK FACTORS

Any slowdown in the economic growth in India could cause the business to suffer.

Indian Economy performed satisfactorily during the year 2004-05 with a GDP growth rate of 6.9%. This growth
momentum has been very optimistic for the first half of 2005-06 with the GDP growth at around 8.1%. Any
slowdown in the growth of Indian economy or future volatility in global commodity prices, could adversely affect
the business of our Company, including future financial performance, shareholders’ funds and ability to implement
strategy and the price of our Company’s equity shares.

Any significant change in the Government’s economic liberalization and deregulation policies could disrupt
the business and adversely affect the financial performance of our Company.

The Government of India has traditionally exercised and continues to exercise a dominant influence over many
aspects of the economy. Its economic policies had and could continue to have a significant effect on public &
private sector entities, including our Company, on market conditions, prices of Indian securities, including in the
future on our Company’s Equity Shares. Any significant change in the Government’s policies or any political
instability in India could adversely affect the business and economic conditions in India and could also adversely
affect the business, future financial performance and the price of our Company’s Equity Shares.

Sensitivity to the economy and extraneous factors

Our 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 our Company.

If we fail to comply with environmental laws and regulations or face environmental litigation, our results
of operations may be adversely affected.

Environmental laws and regulations in India have been increasing in stringency and it is possible that they will
become significantly more stringent in the future. If, as a result of compliance or non-compliance with any
environmental regulations, any heavy penalty is imposed on us or any of our units or the operations of such
units are shut down, we will continue to incur costs in complying with regulations, appealing any decision to
close our facilities, maintaining production at our existing facilities and continuing to pay labour and other costs
which continue, even if the facility is closed. As a result, our overall operating expenses will increase and our
profits will decrease.

The price of our Equity Shares may be volatile.

The Equity Shares of our Company are currently not listed. The price of our Equity Shares on the Indian Stock
Exchanges may fluctuate after listing as a result of several factors including -

� Volatility in Indian and global securities market;

� Our results of operations and performance;

� Performance of our competitors and perception in the Indian market about investment in the Sugar Industry;

� Adverse media reports, if any, on our Company or the Sugar Industry;

� Changes in the estimates of our performance or recommendations by financial analysts;
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� Significant development in India’s economic liberalization and de-regulation policies; and

� Significant development in India’s fiscal and environmental regulations.

There can also be no assurance that the price at which our equity shares are initially traded will correspond to
the prices at which our Equity Shares will trade in the market subsequent to this Issue.

The Issue price of our Equity Shares may not be indicative of the market price of our Equity Shares after
the Issue.

The Issue Price of our Equity Shares will be determined by the Book Building Process. This price will be based
on numerous factors (discussed in the section titled ‘Basis of Issue Price’ beginning from page no. 36 of this
Prospectus) and may not be indicative of the market price for our Equity Shares after the Issue.

The market price of our Equity Shares could be subject to significant fluctuations after the Issue, and may
decline below the Issue Price. We cannot assure the investors that they will be able to resell their Equity Shares
at or above the Issue Price. Among the factors that could affect our share price are:

� Quarterly and other variations in the rate of growth of our financial indicators, such as earnings per share,
net income and revenues;

� Changes in revenue or earnings estimates or publication of research reports by analysts;
� Speculation in the press or investment community;
� General market conditions; and
� Domestic and international economic, legal and regulatory factors unrelated to our performance.

Certain factors beyond the control of our Company like terrorist attacks, Civil unrest, droughts, floods,
earthquakes, war etc. or any other acts of violence involving India and other countries can adversely affect
our Company and financial markets, where the Equity Shares of our Company will be traded.

Certain events that are beyond our control such as the recent tsunami or seismically generated sea waves
capable of considerable destruction on December 26, 2004 and terrorist attacks such as the ones that occurred
in New York and Washington, D.C. on September 11, 2001 and New Delhi on December 13, 2001. The other acts
of violence or war including civil unrest, military activity and hostilities among countries may adversely affect
worldwide financial markets and could lead to economic recession. Any such event could adversely affect our
financial performance or the market price of the equity shares.

C. Notes to Risk Factors

1. Public Issue of 40,00,000 Equity Shares of Rs. 10/- each for cash at a price of Rs. 340 per Equity Share
aggregating to Rs. 136.00 lacs.

2. The book value per Equity Share of Rs. 10/- was Rs. 31.69 as at September 30, 2005.

3. The average cost of acquisition of Equity Shares of face value of Rs. 10/- each by our Promoters, is as
follows:

Name of the Promoter Average cost of acquisition of shares (Rs.)

Mr. Raj Kumar Adlakha Rs. 15/- per share
Mr. Rajan Adlakha Rs. 15/- per share
Mr. Ranjan Adlakha Rs. 15/- per share
Uttam Industrial Engineering Ltd. Rs. 15/- per share
Lipi Boilers Ltd. Rs. 15/- per share
Uttam Sucrotech Ltd. Rs. 15/- per share
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4. The net worth of our Company as on September 30, 2005 was Rs. 6104.91 lacs.

5. For details of related party transactions, please refer to the section titled ‘Related Party Transactions’ on
page no. 91 of this Prospectus.

6. All information shall be made available by the BRLMs and our Company to the public and investors at large
and no selective or additional information would be available for a section of the investors in any manner
whatsoever.

7. Investors are advised to refer to the section titled ‘Basis of Issue Price’ on page no. 36 of this Prospectus
before making an investment in this Issue.

8. In terms of Rule 19(2) (b) of the SCRR, this Issue is being made through a 100% Book Building Process
wherein a minimum of 60% of the Issue shall be allocated on a proportionate basis to Qualified Institutional
Buyers (“QIBs”) (including 5% of the QIBs portion that would be specifically reserved only for Mutual Funds
and Mutual Fund applicants shall also be eligible for proportionate allocation under the balance available for
QIBs). Further, upto 10% of the Issue shall be available for allocation on a proportionate basis to Non-
Institutional Bidders and upto 30% of the Issue shall be available for allocation on a proportionate basis to
Retail Individual Bidders, subject to valid bids being received at or above the Issue Price.

9. In the event of the Issue being oversubscribed, the allocation shall be on a proportionate basis to Retail
Individual Bidders, Non-Institutional Bidders and QIBs. For more information, please refer to the section
titled ‘Issue Procedure’ beginning from page no. 183 of this Prospectus.

Investors are free to contact the BRLMs or the Compliance Officer for any clarification or information
or for any complaint pertaining to this Issue. For contact details, please refer to the cover page of
this Prospectus.


