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2. DEFINITIONS AND ABBREVIATIONS

Conventional Terms

Term

Description

“Malu Paper Mills Limited” or “the Issuer” or
“the Company”, and “MPML"

Unless the context otherwise requires, refers to, Malu Paper Mills
Limited, a public limited Company incorporated under the Companies
Act

Issue Related Terms

Term

Description

Applicant

Any prospective investor who makes an application for Equity
Shares in terms of this Prospectus

Application Form

The form in terms of which the investors shall apply for the Equity
Shares of the Company

Allotment Issue or transfer, as the context requires, of Equity Shares pursuant
to the Offer to the successful applicant as the context requires
Allottee The successful applicant to whom the Equity Shares are being/

have been issued

Articles/Articles of Association

The Articles of Association of Malu Paper Mills Limited

Auditors

The statutory auditors of the Company, viz. Demble Ramani & Co,
Chartered Accountants

Bankers to the Issue

HDFC Bank Limited, UTI Bank Limited

Board of Directors/Board

The Board of Directors of Malu Paper Mills Limited or a committee
thereof

BSE

The Bombay Stock Exchange Limited

Companies Act/the Act

The Companies Act, 1956, as amended from time to time

Depository

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

Depositories Act

The Depositories Act, 1996, as amended.

Depository Participant

A depository participant as defined under the Depositories Act.

Designated Stock Exchange

The Bombay Stock Exchange Limited

Directors Directors of Malu Paper Mills Limited from time to time, unless
otherwise specified.

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

Face Value Value of paid up equity share capital per Equity Share, in this case

being Rs. 10/- each
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Term

Description

Fiscal or FY or Financial Year

Twelve months ending March 31 of a particular year

Issue/Offer

The issue of 83,34,000 Equity Shares of Rs.10 each at the offer
price by the Company pursuant to this Prospectus

Issue Closing Date

The date on which the Issue closes for subscription

Issue Opening Date

The date on which the Issue opens for subscription

Issue Price

The price of Rs. 30/- per Equity Share as decided by the Company
and the Lead Manager for which the Equity Shares shall be issued
to the public under this Issue in terms of this Prospectus.

Memorandum/MoA/Memorandum of

The Memorandum of Association of Malu Paper Mills Limited.

Association
MCL/Microsec Microsec Capital Limited, Lead Manager to the Issue
Net Offer The Offer of Equity Shares to the Public

Non Resident

A person who is a NRI, Fll or a person resident in India

NRE Account Non-Resident External Account

NRI Non-Resident Indian, as defined under Foreign Exchange
Management (Transfer or Issue of Security by a Person Resident
Outside India) Regulations, 2000, as amended.

NRO Account Non-resident Ordinary Account

NSE National Stock Exchange of India Limited

OCB/Overseas Corporate Body

A Company, partnership, society or other corporate body owned
directly or indirectly to the extent of at least 60% by NRIs, including
overseas trusts in which not less than 60% of beneficial interest is
irrevocably held by NRIs directly or indirectly as defined under
Foreign Exchange Management (Transfer or Issue of Security by a
Person Resident Outside India) Regulations, 2000. OCBs are not
allowed to invest in this Offer.

Promoter(s)

Promoters shall mean jointly Mr. Bhanwarlal Malu, Mr. Damodar
Malu, Mr. Punamchand Malu, Mr. Banwarilal Malu, Mr. Purushottam
Malu, Mr. Vasudeo Malu, Mr. Ghasiram Malu, Frontline Commercial
(P) Ltd, Marigold Farms (P) Ltd, Wistaria Farms Pvt. Ltd.

Public Issue Account

In accordance with Section 73 of the Companies Act, 1956, an
account opened with the Banker(s) to the Issue to receive monies
for the Public issue

Registered Office/ Registered
Office of the Company

“Heera Plaza” 4" Floor, Near Telephone Exchange, Central Avenue,
Nagpur, 440 008

Registrar of Companies or RoC

Registrar of Companies, Mumbai, Maharashtra
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Term

Description

Registrar/Registrar to the Issue

Intime Spectrum Registry Limited, a company incorporated under
the Companies Act, having its registered office at C-13, Pannalal
Silk Mills Compound LBS Marg, Bhandup (West), Mumbai- 400
078

Retail Individual Investors

An individual investor who applies for securities of or for a value of
not more than Rs.1,00,000/-

Retail Portion

The portion of the Net Offer being a minimum of 28,33,500 Equity
Shares available for allocation to Retail Individual Investor(s).

Stock Exchanges

NSE and BSE

Underwriter

Microsec Capital Limited, who has underwritten the issue

Underwriting Agreement

The Agreement between the Underwriters and the Company entered
into in respect of the Public Issue of Equity Shares proposed to be
made under this Prospectus.

Abbreviation of General Terms

Term Description

Alc Account

AGM Annual General Meeting

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

CAGR Compounded Annual Growth Rate

CDSL Central Depository Services (India) Limited

DIP Guidelines SEBI (Disclosure & Investor Protection) Guidelines, 2000, as
amended

EPS Earnings per Equity Share

EGM Extraordinary general meeting of the shareholders

FCNR Account Foreign Currency Non Resident Account

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

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

FIPB Foreign Investment Promotion Board

FY Financial Year

Gol The Government of India

GIR General Index Registry
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Term Description

HUF Hindu Undivided Family

I.T. Act The Income Tax Act, 1961, as amended
IPO Initial Public Offer

MIDC Maharashtra Industrial Development Corporation
MT Metric Tons

MW Mega Watt (1000 kilo watts)

NAV Net Asset Value

NRO Account Non Resident Ordinary Account

NSDL National Securities Depository Limited
PAN Permanent Account Number

P/E Price Earning Ratio

RBI The Reserve Bank of India

RoCE Return on Capital Employed

RONW Return on Net Worth

R&D Research and Development

SgM Square Meter

SEBI Securities and Exchange Board of India
SEBI Act Securities and Exchange Board of India Act, 1992 as amended
TPD Tonnes Per Day

TPA Tonnes Per Annum

Company/Industry-related terms

Term Description

MG Machine Glazed

RNI Registrar of Newspaper in India
DIP De-inking Plant

ETP Effluent Treatment Plant

ESP Electrostatic Precipitator
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RISK FACTORS
Forward-looking Statements

This Prospectus contains certain “forward-looking statements”. These forward looking statements can generally
be identified by words or phrases such as “aim”, “anticipate”, “believe”, “expect”, “estimate”, intend”, “may”,
“plan”, “project”, “shall”, “will” or other words or phrases of similar import. Similarly, statements that describe
Company’s objectives, strategy, plans or goals are also forward-looking statements.

The relevant forward-looking statement subject to risks, uncertainties and assumptions about the Company that
could cause actual results to differ materially from those contemplates all forward-looking statements. Important
factors that could cause actual results to differ materially from the expectations include, among others:

° General economic and business conditions;

° Company'’s ability to successfully implement its strategy and its growth and expansion plans and techno-
logical changes;

° Increases in labour costs, raw materials prices, prices of plant & machineries and insurance premia;

° Manufacturers’ defects or mechanical problems with Company’s plant & machineries or incidents caused
by human error;

° Changes in the value of the Indian rupee and other currencies, in particular, the U.S. Dollar;
e  Amount that the Company is able to realize from the clients;

° Changes in laws and regulations that apply to the power and the infrastructure sector;

° Changes in fiscal, economic or political conditions in India;

e  Social or civil unrest or hostilities with neighboring countries or acts of international terrorism;
° Changes in the foreign exchange control regulations, interest rates and tax laws in India.

e  Allocation of funds by the Government for the development of the paper sector.

For further discussion of factors that could cause Company’s actual results to differ, please see the section
entitled “Risk Factors” included in this Prospectus. In the light of inherent risks and uncertainties, the forward-
looking statements, events and circumstances discussed in this Prospectus might not occur and are not guaran-
tees of future performance.

Neither the Company, it's Directors and Officers, any member of the Issue Management Team 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, for purposes of the Issue, the Company and the
LM to the Issue will ensure that investors in India are informed of material developments relating to the business
until such time as the grant of listing and trading permission by the Stock Exchanges.

Market Data

Industry and market data used throughout this Prospectus has been obtained from Government of India sources, Cris
Infac reports, CMIE prowess, capital market magazine and internal Company reports. Although industry and market
data used in this Prospectus is reliable, it has not been independently verified. Similarly, internal Company reports,
while believed by the Company to be reliable, have not been verified by any independent sources.
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2. RISK FACTORS

An investment in Equity Shares involves a high degree of risk. You should carefully consider the risks described below
before you make an investment decision. Risks have been quantified, wherever possible. If any of the following risks
actually occur, the company’s business, financial condition and results of operations could suffer, the trading price of
the Equity Shares of the Company could decline and you may lose all or part of your investment.

1.

A. CUSTOMS AND CENTRAL EXCISE LITIGATIONS

Risk arising out of outstanding litigations against the Company and group companies of the Promoters:

the department has
contested. Accordingly,
Notice Under Sec.
11-A of Central Excise
Act.1944, has been
served to Malu Paper
Mills Ltd.

Central Excise
Duty.

Sr. | CaseNo Assessing Background of the Dateof |Present Financial Amount Provisions made in
No. Authority case Institution | Status Implications Involved the Financial
on the issuer Statement

1. | E/3622/03-MUM/ | Customs, Excise | Benefit of duty free 17/03/2004| The case If Commissioner | Basic Duty | CENVAT Credit of
478 Dt.17/03/04 | & Service Tax clearances of 3500 was of Central Excise | Amount under| Rs. 9831978.95
Commissioner of | Appellate Tribunal | Mt of Paper and adjudicated | Nagpur who filed | Dispute Rs. | lying unclaimed as
Central Excise, | West Zone Paper Board under in favour of | the case 1448548/ on 30/09/05 . Net
Nagpur v/s Malu | Branch, Mumbai | Notification No. 3/2001 Malu Paper | succeeds in the impact of ahove,
Paper Mills Ltd., and 6/2002 is Mills Ltd. by | matter then shall not put any
Saoner, Nagpur available to two units Commission | Malu Paper Mills financial burden

of the same er (Appeal). | Ltd., will have to on the company.
manufacturer The submit the However, cost
separately, Which has Department | demand of of Interest &
been claimed by Malu has gone Central Excise penalty, if any,
Paper Mills Ltd, which into appeal | Duty, Penalty will have to be
the department has in CESTAT. | and Interest, as paid in cash.
contested. Accordingly, The matter | mentioned herein.

Notice under section is presently

129 A(4)/35 B(4)/81(5) pending for

of the Customs Act, hearing.

1962/ Central Excise

& Salt Act, 1944/ Gold

(Control ) Act, 1968,

has been served to

Malu Paper Mills Ltd.

2. | Show Cause The Joint Benefit of duty free 29/08/2003| The Case is | If the Joint Basic Duty | CENVAT Credit of
Notice No. V(48) | Commissioner | clearances of 3500 Mt awaiting final | Commissioner of | Amount under| Rs. 9831978.95
15-269/Adj/2003 | Central Excise, | of Paper and Paper decision of | Central Excise | Dispute Rs. | lying unclaimed as
Dt. 29/08/2003 Nagpur Board under Case No. | Nagpur who filed | 263240/ on 30/09/05. Net
Joint Commissioner Notification No. 3/2001 E/3622/03, |the case impact of above,
Customs & Central and 6/2002 is available as these succeeds in the shall not put any
Excise, Nagpur to two units of the notices are a | matter then Malu financial burden on
V/s. Malu Paper same manufacturer continuation | Paper Mills Ltd., the company.
Mills Ltd., Saoner, separately, which has of the same | will have to However, cost of
Nagpur been claimed by Malu case. submit the Interest & penalty,

Paper Mills Ltd, which demand of if any, will have to

be paid in cash.

Vi
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Sr. | CaseNo Assessing Background of the Dateof |Present Financial Amount Provisions made in
No. Authority case Institution | Status Implications Involved the Financial
on the issuer Statement

3. | Show Cause The Asst. Benefit of duty free | 26/07/2004| The Case is | If the Asst. Basic Duty | CENVAT Credit of
Notice No. Commissioner | clearances of 3500 awaiting Commissioner | Amount under| Rs. 9831978.95
V/(48)15-269/ Central Excise, | Mt of Paper and final of central Dispute Rs. | lying unclaimed as
Adj2003/6246 Nagpur Paper Board under decision of | Excise Nagpur | 432985/- on 30/09/05 . Net
Dt. 26/07/04 Notification No. 3/2001 Case No. | who filed the impact of above
Asst. Commissione and 6/2002 is E/3622/03, | case succeeds shall not put any
Customs & available to two units as these in the matter financial burden on
Central Excise, of the same notices are | then Malu Paper the company.
Nagpur V/s. Malu manufacturer acontinua- | Mills Ltd., will However, cost of
Paper Mills Ltd., separately, tion of the | have to submit Interest & penalty, if
Saoner, Nagpur Which has been same case. | the demand of any, will have to be

claimed by Malu Central Excise paid in cash.
Paper Mills Ltd, which Duty.

the department has

contested.

Accordingly, Notice

Under Sec. 11-A of

Central Excise Act.

1944, has been

served to Malu Paper

Mills Ltd.

4, | Show Cause The Asst. Benefit of duty free 26/07/2004| The Case is | If the Asst. Basic Duty | CENVAT Credit of
Notice No. Commissioner | clearances of 3500 awaiting final | Commissioner of | Amount under| Rs. 9831978.95
V/(48)15-269/ Central Excise, | Mt of Paper and Paper decision of | central Excise Dispute Rs. | lying unclaimed as
Adjf2003/6247 Nagpur Board under Notification Case No. Nagpur who filed | 378830/ on 30/09/05 . Net
Dt. 26/07/04 No. 3/2001 and 6/2002 E/3622/03, |the case impact of ahove,
Asst. is available to two units as these succeeds in the shall not put any
Commissioner of the same notices are a | matter then Malu financial burden on
Customs & manufacturers continuation | Paper Mills Ltd., the company.
Central Excise, separately, which has of the same | will have to However, cost of
Nagpur V/s. Malu been claimed by Malu case. submit the Interest & penalty, if
Paper Mills Ltd., Paper Mills Ltd, which demand of any, will have to be
Saoner, Nagpur the department has Central Excise paid in cash.

contested. Duty.

Accordingly, Notice

Under Sec. 11-A of

Central Excise Act.

1944, has been served

to Malu Paper Mills Ltd.

TOTAL 2523603/

Vii
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B. LABOUR LITIGATIONS
Sr.No. | CaseNo Assessing Backgroundofthe  |Dateof | Present | Financial Amount Provisions made in
Authority case Institution | Status Implications Involved the Financial
on the issuer Statement
1 U.LP.A NO. 3¢ Labour Court | Oral Termination 24/01/2000 | Fix for If employee who| 203050/~  [NIL
12/2000 Nagpur Dt. 14/10/1999 and Evidence |filed the
Loknath Poundwal Claim reinstatement complaint will
v/s Malu Paper with continuity of succeed in the
Mills Ltd. service and back matter then Malu
wages Paper Mills Ltd.
will have to
reinstate him
2 U.LP.A No. 3¢ Labour Court | Oral Termination 24/01/2000 | Fix for If employee who| 203050/~  [NIL
13/2000 Nagpur Dt. 14/10/1999 and Evidence |filed the
Premnarayan Singh Claim reinstatement complaint will
V/s. Malu Paper with continuity of succeed in the
Mills Ltd. service and back matter then Malu
wages Paper Mills Ltd.
will have to
reinstate him
3 U.L.P.A No. 3¢ Labour Court | Oral Termination 12/01/2000 | Fix for If employee who| 203050/~  [NIL
741/99 Devidas | Nagpur Dt. 14/10/1999 and Evidence |filed the
Turankar V/s. Malu Claim reinstatement complaint will
Paper Mills Ltd. with continuity of succeed in the
service and back matter then Malu
wages Paper Mills Ltd.
will have to
reinstate him
4 U.LP.A No. 3¢ Labour Court,| Against the Dismisal | 01/06/2000 | Fix for If employee who| 240000~  [NIL
235/2000 Arjundas | Nagpur order issued by Malu Evidence |filed the
Paneriya v/s. Malu Paper Mills Ltd. on complaint wil
Paper Mills Ltd. dated 31/03/2000 succeed in the
matter then Malu
Paper Mills Ltd.
will have to
reinstate him
5 Ref IDA No. 33/99 | 2" Labour Court,| Oral Termination 28/02/2000 | Fix for If employee who| 216250/~  [NIL
Shailesh Kumar | Nagpur Dt. 15/01/1998 and return filed the
Nikaju v/s Malu Claim reinstatement statement | complaint will

Paper Mills Ltd.

with continuity of
service and back
wages

succeed in the
matter then Malu
Paper Mills Ltd.
will have to
reinstate him

viii
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Sr. No. | Case No Assessing Background ofthe | Date of Present | Financial Amount Provisions made in
Authority case Institution | Status Implications Involved the Financial
on the issuer Statement
6 Ref IDA No. 34/99 | 2 Labour Court,| Oral Termination 28/02/2000 | Fix for If employee who| 216250/ NIL
Mahendra Tabane | Nagpur Dt. 15/01/1998 and retum filed the
v/s Malu Paper Claim reinstatement statement | complaint will
Mills Ltd. with continuity of succeed in the
service and back matter then Malu
wages Paper Mills Ltd.
will have to
reinstate him
7 MISC Ref IDA | 2" Labour Court,| Setting aside 11/09/2003 | Fix for No 216250 |NIL
No. 9/2003 Nagpur dismissed of Ref reply to
Surendra Tikaram No. 54/99 condonation
Baghale v/s Malu of delay
Paper Mills Ltd. application
8 Ref IDA No. 2 Labour Court,| Setting aside 11/09/2003 | Fix for No. 216250 |NIL
8/2003 Raju Likhar | Nagpur dismissed of Ref reply to
v/s Malu Paper No. 20/99 condonation
Mills Ltd. of delay
application
9 MISC Ref IDA 1% Labour Court, | Setting aside 11/09/2003 | Fix for No. 216250/ NIL
No. 10/2003 Nagpur dismissed of Ref reply to
Devanand Bhimrao No. 82/99 condonation
Nagrale v/s Malu of delay
Paper Mills Ltd. application
10 Ref IDA No. 81/99| 2™ Labour Oral Termination 24/11/1999 | Fix for If employee who| ~ 205576/- | NIL
Mr. Krishna Court, Nagpur | Dt. 25/05/1998 and Return filed the
Gopalrao Choudhary Claim reinstatement Statement | complaint will
v/s Malu Paper with continuity of succeed in the
Mills Ltd. service and back matter then Malu
wages Paper Mills Ltd.
will have to
reinstate him
1 ULPA. 3¢9 Labour Court,| Oral Termination 05/08/1999 | Fix for If employee who| 175000/ NIL
No. 513/99 Bhoj | Nagpur Dt. 02/06/1999 and Evidence | filed the
Bahadur v/s. Malu Claim reinstatement complaint will
Paper Mills Ltd. with continuity of succeed in the
service and back matter then Malu
wages Paper Mills Ltd.
will have to
reinstate him
TOTAL 23,10,976
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2. Risk arising out of outstanding litigations against the group companies of the Promoters
Sr. Case No Assessing Background ofthe | Date of Present | Financial Amount Provisions made in
No. Authority case Institution | Status Implications Involved the Financial
on the issuer Statement
1 Appeals filed at | CESTAT, West | Order No 77-79/ Show Pending | The CESTAT |Rs 381.04 Lacs | NIL

CESTAT order Zone Bench, 2004/C passed by the| Cause adjudication| has given order

No A/1287 to Mumbai. commissioner of Notices | before the | dated 22.09.2005
1300/WZBIC IlI- Central Excise Nagpur| 17.02.03 and| CESTAT | disposing the
S/618-631/ZB confirming demand for| 21.11.2003 appeal in favour
2005C Il by Malu differential duties and of Malu
Electrodes Put. penalties Electrodes Pvt
Ltd. Ltd and

remanded the
appeals to the
Commissioner
for fresh
adjudication.

Risk Factors Specific to the Project
Availability of raw material

The main raw material for manufacture of Kraft and Newsprint is waste paper, which is procured from domestic or
international market. Any constraints in the availability of this material may affect the current or future productiv-
ity of Newsprint and Kraft paper manufacturing and co-generation of the existing as well as the new unit. The
Company has not entered into any arrangement for supply of raw materials with the suppliers of raw materials.

Management Perception

In the domestic market there are established suppliers who have big collection centres as well as small dealers
who are operating in the Local area. In the International market, there are many established suppliers, having
agents in different parts of the world to market the waste paper. The local and international raw material suppliers
who supply Kraft and Newsprint is waste paper to the company have been mentioned on page 56 of the Prospec-
tus. For a plant capacity of 150 TPD based on waste paper as raw material, procurement of raw material from the
international or domestic market is not a problem.

Size of the project

The Company has embarked upon a Rs.7000.20 lacs project, which is a substantial increase over it's current
size of operations. Although the promoters have experience in the Paper industry, their competence in handling
a project of this magnitude remains to be demonstrated. An equity investor is therefore faced with an uncertainty
of performance by the management

Management Perception

The promoters have 11 years of experience of in the Paper industry. They are in this sector since 1995, from the
time they set up the Kraft unit. The Company has already set up 19800 TPA of Newsprint and 8250 TPA of Kraft
Paper. The promoters are therefore confident of managing an expansion of this magnitude. The past experience
of the Promoters for setting up such Paper Mills will ensure smooth implementation of this project also. The
Company has senior and experienced professionals who have the experience of setting up similar facilities in the
past.
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Status of government approvals required

The company is yet to receive certain approvals required in the ordinary course of its business, and the failure to
obtain these in a timely manner or at all may adversely affect its operations. Status of government approvals
required for the proposed project:

Sr. Particulars Status

1. Pollution Control Board, consent to establish. The Company has received approval from
MIDC, Saoner for allotment of the land for the
project. As soon as the acquisition of land is
completed, application for consent to
establish shall be filed.

2 Environment Clearance Same as above

3 Power connection for erection period Same as above

Management Perception

The Company requires these approvals, registrations and clearances for operating its business, some of which
have either been made or is in the process of making an application for obtaining the approval. For more
information, see “Government Approvals” on page no. 114 of this Prospectus. The Company has been allotted
land by MIDC (Maharashtra Industrial Development Corporation) but the company has not yet been able to
execute the lease agreement for the land. The Environment clearance for the same can only be obtained after
entering of the agreement. These approvals are of routine nature and the company is confident to obtain them in
due course of time.

Placement of orders for Plant and Machinery and Miscellaneous Fixed Assets

The Company is yet to place orders for Plant and Machinery required for the proposed expansion. For details
please refer page 26 of the prospectus. The Company is also in the process of acquiring land, allotted to it by
M.I.D.C.

Particulars Total Cost Order not | % of machineries
placed not ordered

Plant & Machinery including Captive Power Plant 4335.00 1340.00 30.91%

Electrical Equipment, Effluent Treatment Plant &

Misc. Fixed Assets 997.00 997.00 100.00%

Total 5332.00 2337.00 43.83%

Management Perception

The Company has already identified the machineries to be installed. The company has already placed order for
Stock Preparation System. The Company has received competitive quotations for other Plant and Machinery
and Miscellaneous fixed assets required. Necessary orders are in the process of being placed. Letter of intent
for procurement of plant & machinery has been signed. Final Sale Agreement shall be entered shortly. The Plant
and Machinery required for the project will be housed nearby to the existing site. The company has already
received allotment letter from MIDC for 3.20 Lac Sg M of land in the Saoner District of Nagpur, which is about 10
kms from the existing plant of the company and about 40 kms from the Nagpur City.

Project implementation

The project implementation would take 18 months and further time would be required for achieving stability in the
operation. The project would generate revenues only after this period, hence there would be a significant drop in
ROCE in the interregnum.

Xi
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10.

Management Perception

Setting up of a Paper Mill is a capital-intensive project and involves various components with long lead times for
delivery. The profitability postimplementation is healthy and a temporary drop in ROCE for the project implemen-
tation period is innate and therefore should not deter the investors.

Substantial Investment

As part of its growth strategy, the Company intends to make substantial investments in new capacities. The
Company’s success will depend, among other things, on its ability to secure significant amounts of financing,
manage the integration process, assess potential markets, time capital investments with the price cycle, control
input costs, attract new customers, maintain and enhance dominance in Indian paper market and maintain
sufficient operational and financial controls. The growth strategy of the company may place significant demands
on its management and other resources.

Management Perception

The management of the Company has managed to sustain the position of the company and has provided
adequate training to another tier of management. The Company regularly sponsors training and workshops for
staff and employees. The Company has also exposed officers below the level of KMP (Key Managerial Person-
nel) to the operational requirements of top Managers. Typically this hands-on training module ensures that the
work continues unhindered even when the KMP'’s are engaged in new projects. This also prepares the juniors for
succession planning. The distribution set-up of the Company is also geared towards selling of the proposed
grades and it can leverage its existing customer base for the proposed grades.

The Company also has sufficient operational controls in the form of Internal control procedures for Raw Material
Procurement, Inventory Management, Production Planning, Production, Quality Control, Logistics, Cash flow,
Working Capital Management and documentation. There are Coordination and review meetings which are held
periodically (weekly, monthly) to review the operations and verify the Internal controls & systems in operation.
The Company will be producing premium quality Newsprint which will be a substitute to the imported newsprint
and it will be cost effective compared to imported newsprint.

Competition

MPML is a medium paper-manufacturing unit and will have to compete with big players in the field who have
better economies of scale with higher capacity. Paper industry gets low priority from policy makers.

Management Perception

The competition is inevitable in any line of business and the Company has been coping with competitions in the
past by focusing its products, channelising its sales through dedicated dealers, managing raw materials, fuel and
technological changes. The same would be continued in future also. In the highly competitive industry, the
company follows a competitive approach, which is not just limited to manufacturing process but also extended
across the entire division. Moreover, with the proposed expansion, the Company can take advantage of the
swing capacity to manufacture either newsprint or writing & printing paper. The company extends the quality
management responsibility from the quality control department to every member on the shop floor. For details of
the strengths of the company to counter competition please refer the section under Competitors on page 59 of the
prospectus.

Dependence on Key Managerial Personnel

Any significant change in the key managerial personnel may affect the performance of the company.

xii
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1.

12.

13.

14.

15.

16.

Past performance not an indicator for future performance

The Company’s revenues and profitability are dependent on a number of factors and may vary significantly from
quarter to quarter. Therefore, the historical financial results may not be an accurate indicator of future perfor-
mance.

Critical risk factors / Weakness / Threats as per the Appraisal Report of the Appraising Agency
UTI Bank

i A small player, compared to other big national players like HNL

ii.  Price fluctuations - waste paper

iii. Lowering of import duties, increasing international competition (project sensitive to sales price).
Further equity offerings

The Company may require further infusion of funds to satisfy its capital needs and future growth plans. Any future
equity offerings by the Company may lead to dilution of equity and may affect the market price of the Equity
Shares of the company.

Management Perception

In the near future there are no plans to raise further equity. In case the Company decides to raise funds through
the issuance of equity, the same would be done for further value creation of the shareholders of the Company and
after taking adequate consent from them.

Delay or failure in fund mobilization from the public

The cost of project is funded partly from the proceeds of the proposed Issue. Any delay/failure of the Public Issue
may disrupt the implementation of the project. Moreover as per terms and condition of Banks, disbursement of
loan from banks shall take place only after IPO.

Management Perception

The consortium of Banks: Bank of India, Bank of Baroda have sanctioned term loans to the tune of Rs.2000 Lacs
for the proposed expansion project. Sanctions to the extent of Rs 3000 has been received from State Bank of
India and The Jammu & Kashmir Bank Limited. The management will make alternate funding arrangements
through an equitable mix of secured/unsecured loans, Internal Accruals and contribution from the promoters,
should there be any eventuality such as delay or failure of the proposed Public Issue. For details of terms of
sanction please refer page 95 of the prospectus.

The contingent liabilities of the Company as on December 31, 2005, as certified by the auditors, for which
the Company has made no provision, are as follows:

Particulars In Rs. Lacs
In respect of Bank Guarantees Given 6.75
In respect of Letter of Credits 80.19
Total 86.94

Restrictive covenants in agreements, the Company has entered into may impact the rights of the share-
holders of the Company

There are restrictive covenants in the agreements, the Company has entered into with the consortium of banks
for long term borrowings relating to the right to declare dividends that are subject to the fulfillment of the condition
relating to meeting its obligations to pay interest repayment of the principal amount or any other monies relating
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to the said borrowings and to such extent would affect the rights of the shareholders of the Company. For details
of the restrictive covenants please refer page 96 of the prospectus.

External Risks beyond the control of the Company

1.

Paper Industry Scenario

The paper industry is cyclical in nature and is sensitive to changes in industry capacity and output levels as well
as cyclical changes in world economy, all of which can have a significant impact on selling prices of paper. A
depressed price scenario for paper could adversely affect the profitability of paper companies.

Management Perception

Each cycle has its lessons to offer and all changes are inherent with both problems and opportunities. MPML has
utilized these opportunities and learnt to ride the cycles of change, with the result that the company’s operations
have been profitable throughout.

Foreign Exchange rate fluctuations

Foreign exchange rate fluctuations could have an impact on prices of pulp and paper imports and exports. A
mismatch between earnings and expenses in foreign currency could potentially lead to a reduction in margin for
domestic paper producers.

Management Perception

The Company continues to utilize professional advise of bankers and Forex agencies for mitigating the Foreign
Exchange exposure. The appreciation of rupee against the dollar helps the Company to procure waste paper at
competitive rates. However if the rupee depreciates against the dollar, the demand for Company’s products being
import substitutes increases. The Company would be in a position to supply the products at competitive rates as
compared to imported newsprint.

Dependence on few Customers

The Company is dependent on thirteen customers who account for nearly 65% of the sales of the company. The
market covered by the Company for the Kraft Paper is mainly the local market and the southern states of
Karnataka, Andhra Pradesh and Tamil Nadu.

Management Perception

The Indian Paper industry is expected to grow at a CAGR of 6%, which is in line with the expected GDP growth,
while the capacity expansion by industry is only expected to be at a CAGR of 2.5%. As on date, the annual
consumption of newspaper, in the country is about 14.5-15 lakh tonnes, whereas the production is only 7.00 -
7.50 lac tonnes per annum. The Company is planning to increase the customer base by going for the proposed
expansion of the Newsprint with 49500 TPA additional capacity. With the proposed expansion, the company is
targeting to tap many big publishing houses and leading National and Vernacular dailies

Competition

The company may face competition from other established companies and new entrants into the industry.
Management Perception

The Competition is inevitable in any line of business. The Company has been coping with competition in the past
by focussing on its products, channeling its sales through dedicated dealers, managing raw material, fuel and
technological changes. The same would be continued in the future to maintain competitive strength. For details of
competitors please refer page 58 of the prospectus.

Dependence on Labour
The company is in Labour intensive industry. Labour strikes, lockouts etc. can significantly reduce its productivity.

Xiv
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Management Perception

The Plant and Machinery of the company is modern with a good level of automation. Moreover, the company has
harmonious industrial relations with its workers. The company has not had any significant problems right from its
inception and therefore it is anticipated that there will not be any effect on the productivity of the company.

Compliance with Environmental laws

Failure to comply with environmental laws, rules and regulations may adversely affect the Company’s business
or operations.

Management Perception

The company has been adhering to the environment norms adequately for its existing operations and has set up
an ETP. As a matter of policy, the company ensures that the environment laws are adhered to both in letter and
spirit. The Company does not foresee any difficulty in complying with environmental laws. For details of Key
industry regulations please refer page 60 of the prospectus.

Competition from cheap imports
The Company faces competition from cheap imports from Russia, Indonesia, China and European countries.
Management Perception

Cheap imports from these countries affect the industry in general and not the company only. The Company has
been able to face such competition with diversified product mix. The modern equipment and processes for the
proposed expansion project will reduce the cost of production and make the Company more competitive.

Government Policies
Any unfavorable Government policies may have an adverse affect on the performance of the Company.
Management Perception

Paper industry’s healthy growth is dependent on the government policies relating to education and promotion of
literacy levels of the country’s population. Literacy being an important parameter of social progress and therefore
of great concern for successive governments, the company does not anticipate any such policy which will
threaten industry’s existence and growth.

Moreover, with the government’s thrust on Universal Elementary Education, demand for paper is set to increase
manifold. Under the scheme, the government has proposed to supply free textbooks to girls from families below
the poverty line in Classes IX and X in educationally backward blocks at a cost of Rs 6577.76 million for the Tenth
Five Year Plan period.

Source: National Plan of Action-GOI
Damage of property

Mishaps or accidents at the Company’s facilities could lead to property damage, property loss and accident
claims.

Management Perception

The Company’s Machinery and properties are insured against various risks viz. Fire, Strike, Riot, Malicious
damages etc. with insurance companies. Thus the Company does not foresee any major impact on income and
profitability arising out of property damage and accidents. However, uncovered risks may impact operations and
profitability of the Company.

Risk arising out of volatility of Capital Markets

The prices of the Equity Shares on the Stock Exchanges may fluctuate as a result of several factors including:
e  Volatility in the Indian and global securities market

° Company'’s results of operations and performance

. Performance of the Indian Economy
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NOTES:

i)

i)

ii)

v)
Vi)

vii)

viii)

X)

Xi)

xii)

xiii)

Xiv)

XV)
XVi)

Present Issue of 83,34,000 equity shares of Rs. 10/- each for cash at a premium of Rs. 20/- per share aggregating
Rs. 2500.20 lacs. Net Offer to Public is 56,67,000 equity shares of Rs.10/- each for cash at a premium of Rs. 20
Per share aggregating Rs. 1700.10 lacs.

Additionally 10,00,000 equity shares of Rs. 10/- each for cash at a premium of Rs. 20/- per share aggregating to
Rs. 300.00 lacs have been reserved for FII/NRIs, Indian Mutual Funds, Indian & Multilateral Development Finan-
cial Institutions, and Scheduled Banks on proportionate basis

The project has Rs.4500 lacs as Term Loan from consortium of Banks. Bank of India and Bank of Baroda have
sanctioned loans to the extent of Rs 2000 lacs. State Bank of India and the Jammu & Kashmir Bank Limited
have sanctioned Rs 3000 lacs. For details please refer page 29 of the prospectus.

The Net worth of the Company as on 315 December 2005 is Rs. 1615.07 Lacs including Rs. 342 lacs received as
Share Application Money pending allotment towards Promoters Contribution.

The Book Value per equity share of face value of Rs. 10/- each as on 31 December 2005 is Rs. 16.37.

The average cost of acquisition of Equity Shares by the Promoters and Promoter Group is Rs 8.00, as on 31%
December, 2005.

The Company has further allotted 17,45,050 bonus shares to the Promoter & Promoter group out of free reserves
in the ratio of 1 equity shares for every four equity shares held after March 31, 2005 in compliance with the
relevant provisions of the Companies Act 1956 as amended.

There are no relationships with the statutory auditors to the company other than auditing and certification of
financial statements.

Contingent liabilities not provided for as on 31% December 2005.

Particulars In Rs. Lacs
In respect of Bank Guarantees Given 6.75
In respect of Letter of Credits 80.19
Total 86.94

Investors are advised to refer to the paragraph on “Basis for Issue Price” on page 35 before making an investment
in the issue.

Investors may note that in case of over subscription, the allotment shall be on proportionate basis and for details;
reference may be made to the Para “Basis of Allotment” given on page 33 of the Prospectus.

Investors may note that allotment and trading in shares of the Company shall be done only in dematerialized
form.

Investors are free to contact the Lead Manager and the Compliance Officer for any clarification or information,
who will be obliged to attend the same.

The Company was incorporated as a Public Limited Company on January 11, 1994. On April 24, 1998 the name
of the Company was changed from Malu Solvex Limited to Malu Paper Mills Limited. For further details please
refer to the Chapter on “The History and Corporate Structure of Malu Paper Mills Ltd.” on page 61.

There are no loans and advances made to any person(s) companies in which directors are interested.
For Related party transactions, please refer page 92 under heading “Related Party transactions” of the Prospectus.

All information shall be made available by the LM and the 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.
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[I. INTRODUCTION

1. SUMMARY

The Investor should read the following summary with the Risk Factors included from page numbers iv to xvi and the more
detailed information about the Company and the financial statements included in the Prospectus.

The Industry

Paper plays an important role in communication and as a packaging material. The demand for paper is closely linked to the
economic conditions prevalent in the economy. Strong economic growth boosts demand for paper and vice versa. Thus,
paper consumption is an indicator of the economic and literacy status of any country. The industry is highly diverse, technical
and capital intensive. Further, norms relating to environmental pollution such as chlorine free operations and tighter effluent
treatment/discharge parameters etc have restricted rapid expansion of paper industry’s capacity.

The first paper mill in India was established in 1867 and the raw materials utilised were rags and wastepaper. Commercial
scale production started in 1882 and the raw materials were again non-wood fibres, that is, Eulaliopsis binata and Sacharum
bengalense. The development of the fractional process of pulping bamboo at the Forest Research Institute, Dehra Dun
during 1922-24 provided an impetus to the pulp and paper industry in India and bamboo became the main raw material for
making various grades of paper.

Per capita consumption of the paper on a global level is of the order 52 kg. Indian per capita consumption is dismally low
at 5 kg as compared to China’s 30 kg and USA 340 Kg. Although the paper production in India is stepped up considerably
the demands are still difficult to be met with the present capacity of Indian Paper Mills.

Indian demand-supply scenario
("000 tones)

2001 2002 2003 2004 2005 %CAGR 2009(E)
Capacity (‘000 TPA) 6676 6909 7040 7290 7540 3.3 8750
Effective Capacity 5809 6034 6160 6390 6640 3.6 8000
Production 4673 4831 5202 5530 5856 7.2 7200
Effective Capacity Utilization% 80.4 80.1 84.4 86.5 88.2 3.4 90
Demand 4614 4854 5152 5452 5776 5.7 7140
Imports 134 173 200 250 190 (2.5) 400
Exports 193 150 150 170 270 12.8 250

Source: Bank Of Baroda Risk Management research reports
Business Overview

The Company is promoted by “The MALU FAMILY” and all the promoter directors are from the family and are first generation
entrepreneurs. The group is amongst the reputed business groups in Nagpur. The promoters after establish themselves in
the business of supply of Coal, Lignite etc. wanted to diversify their business by entering into the manufacturing field.
Considering Nagpur as a developing industrial center with extensive infrastucture facilities and having good rail, road and
air connection, the Company established two paper manufacturing units there. The units have a capacity of 8250 TPA of
Kraft Paper and 19800 TPA of Newsprint. The products of the Company are well accepted in the market and the Company
has received an encouraging response from its clients. The Company has already become regular supplier to some of
leading publishing house of the country such as Lokmat, Jagran, Sakal, Nav Bharat, Hitvada, Prabhat Khabar etc. The Company
proposes to set up 150 TPD paper manufacturing plant along with 6 MW power project for internal generation of power so
that the energy cost for the mill is optimised.
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THE ISSUE
Equity Shares offered:
Present Issue 83,34,000 Equity Shares
Of which:
Participation by Promoters and others before the issue 16, 67,000 Equity Shares
Offer through this Prospectus 66,67,000 Equity Shares
Out of which
Reserved for NRIs/Flls on proportionate basis 5,00,000 Equity Shares
Reserved for Indian Mutual Funds, Indian & Multilateral 5,00,000 Equity Shares

Development Financial Institutions, and Scheduled Banks
on proportionate basis.

Net Offer to the Public 56,67,000 Equity Shares
Retail portion (minimum 50% of net offer to public) At least 28,33,500 Equity Shares
(allotment on a proportionate basis)

Non-Retail Portion (maximum 50% of net offer to public) Not more than 28,33,500 Equity Shares
(allotment on a proportionate basis)

Under subscription if any in the reservation category shall be added back to the net offer to the public portion. Under-
subscription, if any, in the Non- institutional portion and Retail Portion shall be allowed to be met with spillover from the
other categories, at the sole discretion of the Company and Lead Manager.

Equity Shares outstanding prior to the Issue 87,25,250 Equity Shares
Equity Shares outstanding after the Issue 170,59,250 Equity Shares
Use of proceeds The net proceeds of the issue will be used by the

Company for financing the proposed Project.

For further details of the Object of the issue, refer to page
22

Corporate Information

The Company was incorporated as Malu Solvex Limited on January 11, 1994, under the Companies Act, 1956. The name
of the Company was changed to Malu Paper Mills Limited with effect from 24th April 1998.

Registered & Corporate Office:

“Heera Plaza™ 4th Floor, Near Telephone Exchange, Central Avenue, Nagpur — 440 008 (Maharashtra)
Tel.: +91 712 2760308, 2778506, 2733 100, Fax: +91 712 2760310

E-mail: ipo@malupaper.com

Website: www.malupaper.com

Contact Person: Mr.Girish Malpani, CFO & Compliance Officer
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The summary of financial and operating information presented below should be read in conjunction with the financial
statements, the notes thereto included in the “ Financial Statements” and “Management Discussion and Analysis of financial
condition and Results of operations” on pages 77 and 104 respectively in the Prospectus.

SUMMARY STATEMENT OF PROFITS & LOSSES AS RESTATED

Summary of Financial and operating Information

Rs. In Lacs

PARTICULARS 31.12.05 31.03.05 | 31.03.04 |31.03.03 | 31.03.02 | 31.03.01
(9 Months)

Income
Sales
Manufacturing Sales 4082.65 4876.34 4599.54 3581.29 2431.78 1201.92
Sub Total 4082.65 4876.34 4599.54 3581.29 2431.78 1201.92
Other Income 8.06 9.81 58.74 6.88 7.04 3.40
Increase (Decrease) in Inventories (23.47) 11.86 29.33 (53.29) 64.31 0.59
TOTAL INCOME 4067.24 4898.02 4687.61 3534.88 2503.14 1205.90
Expenditure
Raw Materials consumed 1809.95 2078.04 2327.29 1678.08 1114.77 610.88
Manufacturing expenses 1316.38 1589.99 1406.19 1144.95 902.47 348.20
Administration Expenses and Other 274.09 349.26 317.14 225.90 185.64 62.90
Expenses
Central Excise Duty Paid /Debited 50.62 60.85 118.11 63.51 64.52 79.56
Payment to and prov for employees & 40.40 54.13 46.14 39.03 27.84 11.79
directors
TOTAL EXPENDITURE 3491.44 4132.26 4214.87 3151.46 2295.24 1113.32
Net profit before interest, depreciation, 575.80 765.76 472.74 383.42 207.90 92.58
Tax and extraordinary items
Interest 88.56 146.94 155.87 175.71 122.83 35.98
Depreciation 127.12 179.79 190.14 198.43 136.53 43.48
Net Profit before tax and 360.12 439.03 126.73 9.28 (51.46) 13.12
Extraordinary Items
Provision for Taxation 131.04 22.52 9.75 0.74 0.25 0.96
Provision for Deferred Tax (30.27) 151.85 45.66 3.42 0.00 0.00
Extraordinary items (net of tax)
Net Profit after Extraordinary Items as 259.35 264.66 71.32 5.12 (51.71) 12.16
per audited Balance Sheet (A)
Adjustment on account of change in - - - - - -
Accounting Policy (B)
Adjusted Profit & Loss (A-B) 259.35 264.66 71.32 5.12 (51.71) 12.16
Add:
Excess Depreciation Written back
Previous Year P&L 303.29 38.63 (32.66) (37.78) 13.93 1.77
Balance Carried to Balance Sheet 562.64 303.29 38.66 (32.66) (37.78) 13.93
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STATEMENT OF ASSETS & LIABILITIES AS RESTATED

Rs. In Lacs
Particulars 31.12.05 31.03.05 | 31.03.04 |31.03.03 | 31.03.02 | 31.03.01
(9 MONTHS)
A Fixed Assets:
Gross Block 2281.69 2270.62 2104.12 2055.57 1936.27 583.93
Less : Depreciation 1074.32 950.59 771.74 581.60 383.17 246.81
Net Block 1207.37 1320.04 1332.39 1473.97 1553.09 337.12
Less: Revaluation Reserve 0.00 0.00 0.00 0.00 0.00 0.00
Net Block after adjustment for 1207.37 1320.04 1332.39 1473.97 1553.09 337.12
Revaluation Reserve
Capital work-in progress 74.12 0.00 15.10 3.95 0.00 856.10
Total Fixed Assets (A) 1281.49 1320.04 1347.49 1477.92 1553.09 1193.23
B Investments 0.00 0.00 0.00 0.00 0.00 0.01
Total (B) 0.00 0.00 0.00 0.00 0.00 0.01
C Current Assets, loans and
Advances:
Inventories 822.51 506.34 332.13 381.57 204.21 71.62
Sundry Debtors 728.27 545.25 511.61 373.37 367.05 192.28
Cash & Bank Balances 84.45 81.64 66.29 50.34 73.92 34.42
Loans and Advances 295.75 300.87 200.32 122.13 122.68 84.92
Total (C) 1930.98 1434.10 1110.35 927.41 767.87 383.25
D Liabilities and Provisions:
Secured Loans 453.09 842.09 991.64 1020.92 1083.71 674.22
Unsecured Loans 521.24 413.13 342.64 389.91 224.69 150.29
Current Liabilities and Provisions 465.05 297.59 339.66 328.47 355.98 94.08
Deferred Tax Liability 158.01 188.28 36.43 0.00 0.00 0.00
Total (D) 1597.40 1741.09 1710.36 1739.29 1664.38 918.59
E Net worth (A+B+C-D) 1615.07 1013.04 747.47 666.04 656.59 657.90
F  Represented by
1. Share Capital (A) 872.53 698.02 698.02 698.02 698.02 645.02
2. Reserves 400.78 315.94 51.28 12.65 0.00 13.93
Less: Revaluation Reserve 0.00 0.00 0.00 0.00 0.00 0.00
Reserves (Net of Revaluation
Reserves) (B) 400.78 315.94 51.28 12.65 0.00 13.93
Share Application (C ) 342.00 0.00 0.00 0.00 0.00 0.00
Miscellaneous Expenditure (D) 0.24 0.92 1.83 44.63 41.43 1.05
Net worth (A+B+C-D) 1615.07 1013.04 747.47 666.04 656.59 657.90
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2. GENERAL INFORMATION

MALU PAPER MILLS LIMITED

Registered Office: “Heera Plaza”, 4th Floor, Near Telephone Exchange, Central Avenue,

Nagpur — 440 008 (Maharashtra)

Tel.: +91 712 2760308, 2778506, 2733100.

Fax: +91 712 2760310

E-mail: ipo@malupaper.com

Website: www.malupaper.com

Company Registration Number: 11-76009

Registrar of Companies: Registrar of Companies, Maharashtra, at 100 Everest, New Marine Lines, Mumbai - 400 020

BOARD OF DIRECTORS OF THE COMPANY

Name of the Director Designation Status

Mr. Bhanwarlal Malu Chairman Non Executive Director
Mr. Punamchand Malu Managing Director Executive Director

Mr. Banwarilal Malu Joint managing Director Executive Director

Mr. Damodarlal Malu Director Non Executive Director
Mr. Purushottam Malu Director Non Executive Director
Mr. Vasudeo Malu Director Non Executive Director
Mr. Ghasiram Malu Director Non Executive Director
Mr. Satyanarayan Rathi Director Independent Director
Mr. Omprakash Bhattad Director Independent Director
Mr. Chandrakant Jaydevshankar Thakar Director Independent Director
Mr. Lalit Singh Mehta Director Independent Director

For details of Board of Directors, please refer Page 65 of this Prospectus.
COMPANY SECRETARY

Mr. Gyanesh Verma

Malu Paper Mills Limited

“ Heera Plaza”, 4" Floor, Near Telephone Exchange, Central Avenue,
Nagpur — 440 008 (Maharashtra)

Tel.: +91 712 2760308, 2778506, 2733 100, Fax: +91 712 2760310
e-mail: ipo@malupaper.com

Website: www.malupaper.com

COMPLIANCE OFFICER

Mr.Girish Malpani

CFO & Compliance Officer

Malu Paper Mills Limited

“ Heera Plaza”, 4" Floor, Near Telephone Exchange, Central Avenue,
Nagpur — 440 008 (Maharashtra)

Tel.: +91 712 2760308, 2778506, 2733 100, Fax: +91 712 2760310
e-mail: ipo@malupaper.com

Website: www.malupaper.com

Note: Investors can contact the Compliance Officer in case of any Pre-Issue related problems. In case of Post-Issue related
problems such as non-receipt of letters of allotment/share certificates/credit of securities in depositories beneficiary account/
refund orders, etc., Investors may contact Compliance Officer or Registrar to the Issue.



MALU PAPER MILLS LIMITED

REGISTRAR TO THE ISSUE

INTIME SPECTRUM REGISTRY LTD

C-13, Pannalal Silk Mills Compound L B S Marg,
Bhandup (West)

Mumbai 400 078

Tel: +91-22-2596 0320

Fax: +91-22-2596 0329

Website: www.intimespectrum.com

E-Mail: malupaper@intimespectrum.com

Contact Person: Mr. Vishwas Attawar

LEGAL ADVISOR TO THE ISSUE

Khaitan & Company
Emerald House

1B,0ld Post Office Street
Kolkata — 700 001

Tel: +91-33-2248 7000
Fax: +91-33-2220 7857
E-Mail : pl@khaitanco.com

AUDITORS

Demble Ramani & Co.
Chartered Accountants
Abhyankar Road, Sitabuldi
Nagpur-440 012

Tel: +91 712 2521630, 2521631
Fax: +91 712 531783

E-mail: deraco@dataone.in
Membership No: 30537

BANKERS TO THE ISSUE

UTI Bank Limited

131 Maker Tower — F

13" Floor, Cuffe Parade, Colaba,
Mumbai - 400 005.

Tel : +91-22-2218 9106-09

Fax : +91-22-2218 6944/2218 1429
E-mail: kundanlal.dohare@utibank.co.in
Website : www.utibank.com

HDFC Bank Limited

Financial Institution & Government Business Group
“Central Plaza”

2/6, Sarat Bose road, Kolkata — 700 020.

Tel : +91-033-2485 8380 / 8383 / 8384

Fax : +91-033-2486 0712
E-mail:preeti.sharma@hdfcbank.com

Website : www.hdfcbank.com
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BANKERS TO THE COMPANY

State Bank Of India

Industrial Finance Branch

Bharat Nagar, Amravati Road, Nagpur
Tel: +91-712-252 8425

Fax: +91-712-252 9105

ICICI Bank

Vishnu Vaibhav

222, Palm Road, Civil Lines
Nagpur- 440001

Tel: +91-712-5621454/5619830

FINANCIAL INSTITUTION

SICOM Limited

Nirmal 1%t Floor, Nariman Point
Mumbai- 400 021

Tel: +91-22-2202 3018/ 2288 3579
Fax: +91-22-2282 5781

APPRAISING AGENCIES
UTI Bank has appraised the project.

UTI Bank Ltd.,

131 Maker Tower — F

13" Floor, Cuffe Parade, Colaba,
Mumbai - 400 005.

Tel : +91-22-2218 9106-09

Fax : +91-22-2218 6944/2218 1429

BROKERS TO THE ISSUE
All members of the recognized Stock Exchanges would be eligible to act as Brokers to the Issue.
LEAD MANAGER (LM)

MICROSEC CAPITAL LIMITED
Azimganj House, 2nd Floor

7, Camac Street,

Kolkata-700 017

Ph: +91-33-22829330

Fax:+ 91-33- 22829335

E-Mail: maluipo@microsec.co.in
Contact person: Mr. Kamlesh Agarwal
(Hereinafter referred to as the LM)

IPO GRADING

The Company has not opted for IPO grading.

CREDIT RATING

This being an Issue of Equity Shares, credit rating is not required.
TRUSTEE

This being an Issue of Equity Shares, appointment of Trustee is not required.

MONITORING AGENCY
UTI Bank Limited has been appointed to monitor the utilization of the proceeds of from the issue.
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UNDERWRITING AGREEMENT

The Company proposes to underwrite the Issue. The Issue has been fully underwritten as follows:

Sr .No Name & Address of Underwriter

Date of Agreement

Amount underwritten
(Rs. In Lacs)

1 Microsec Capital Limited
Azimganj House, 2" Floor
7, Camac Street,

Kolkata 700 017

Ph: 91-33-2282 9330

Fax: 91-33-2282 9335
E-Mail: info@microsec.co.in

8" February 2006

2000.10

In the opinion of the Board, on the basis of the declaration given by the Underwriters, the resources of the above mentioned
Underwriters are sufficient to enable them to discharge their underwriting obligations in full. The Underwriter referred above
have obtained Certificate of Registration from SEBI under the SEBI (Underwriters) Regulations 1993 or the SEBI (Stock
Brokers & Sub-brokers) Regulations 1992. The above Underwriting Agreements have been accepted by the Board at their

meeting held on 14" February 2006.
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3.  CAPITAL STRUCTURE
Particulars Nominal Value Aggregate Value
(Rs in lacs) (Rs in lacs)
AUTHORISED CAPITAL
20,000,000 Equity shares of Rs 10/-each 2,000.00 2,000.00
ISSUED, SUBSCRIBED AND PAID UP
8,725,250 Equity Shares of Rs 10/- each 872.53 872.53
PRESENT ISSUE
8,334,000 Equity Shares of Rs 10/- each 833.40 2,500.20
OUT OF WHICH
PROMOTERS CONTRIBUTION
1,667,000 Equity shares of Rs 10/- each to be
issued to promoters, directors, friends,
relatives and associates before the issue. 166.70 500.10
OFFER THROUGH THIS PROSPECTUS
6,667,000 Equity shares of Rs 10/- each 666.70 2000.10
OUT OF WHICH
500,000 Reserved for NRIs/Flls on proportionate basis 50.00 150.00
500,000 Reserved for Mutual Funds, Indian &
Multilateral Development Financial Institutions,
and Scheduled Banks on proportionate basis. 50.00 150.00
NET OFFER TO THE PUBLIC
5,667,000 Equity Shares of Rs 10/- each 566.70 1700.10
EQUITY CAPITAL AFTER OFFER
17,059,250 Equity Shares of Rs 10/- each 1,705.93 3,372.73
SHARE PREMIUM ACCOUNT
Before the Issue - -
After the Issue - 1,666.80




MALU PAPER MILLS LIMITED

Notes forming part of the Capital Structure
1. Details of the increase in authorised capital

The following is the increase in the share capital of the Company, which has taken place during the tenure of the

Company:
Sl No. Particulars of Increase Date of the resolution being passed
1. From Rs 50 lacs to Rs 250 lacs 8-12-1995
2. From Rs 250 lacs to Rs 750 lacs 24-10-2000
3. From Rs 750 lacs to Rs 2000 lacs 30-09-2005
2. The existing share capital of the Company has been subscribed and allotted as under:
Date of Allotment/ No. of equity Face Issue Nature of Conside- Cumulative Nominal
fully paid up shares Value Price allotment ration Total Shares Value in
(Rs) (Rs) (Rs)
11-Jan-94 700 10 10 Incorporation Cash 700 7000
25-Jan-96 1,999,500 10 10 Further Issue Cash 2,000,200 | 19,995,000
06-Nov-97 480,000 10 10 Further Issue Cash 2,480,200 4,800,000
09-Mar-01 4,500,000 10 10 Further Issue Cash 6,980,200 | 45,000,000
30-Sep-05 1,745,050 10 - Further Issue Bonus 8,725,250 | 17,450,500
3. Promoters Contribution and Lock In
Sl. Date of Consideration No. of Face Issue % of post Lock In
No. Allotment/ Shares Value Price/ | issue capital Period
Purchase Transfer
Price
1. 15-Jan-94 Cash 700 10 10 0.00% 1Year
2. 25-Jan-96 Cash 899,161 10 10 5.27% 3 Years
3. 25-Jan-96 Cash 704,339 10 10 4.13% 1Year
4, 11-Nov-97 Cash 480,000 10 10 2.81% 3 Years
5. 11-Jan-01 Transfer 10,000 10 10 0.06% 1 Years
6. 09- Mar-01 Cash 650,000 10 10 3.81% 3 Years
7. 09- Mar-01 Cash 1,750,000 10 10 10.26% 1 Year
8. 6-Sep-01 Transfer 251,000 10 10 1.47% 1 Year
9. 15-Mar-03 Transfer 1,500,000 10 10 8.79% 1 Year
10. 26-Feb-05 Transfer 150,000 10 10 0.88% 1 Year
11. 5-Aug-05 Transfer 140,000 10 10 0.82% 1 Year
12. 23-Aug-05 Transfer 445,000 10 10 2.61% 1 Year
13. 30-Sep-05 Bonus Issue 729,215 - - 4.27% 3 Years
14. 30-Sep-05 Bonus Issue 1,015,835 - - 5.95% 1 Year
15. To be allotted Cash 653,499 10 30 3.83% 3 Years
16. To be allotted Cash 1,013,501 10 30 5.94% 1 Year
10,392,250 60.92%

Note: All ineligible shares as per Clause 4.6 of SEBI DIP Guidelines have been locked in for 1 year and shares eligible for
contribution of 20% shares to be brought in by the promoters shall be locked in for 3 years. The lock in period shall commence
from the date of allotment of shares in the public issue or commencement of commercial production whichever is later.
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Promoters’ Contribution and lock-in period in respect of promoters whose name appears in the prospectus as promoters

in the paragraph on “Promoters and their background”:

Details of aggregate shareholding of the promoters

Sl Date of allotment/ No. of Face Issue Price/ % of post Lock In
No. | purchase Name Consideration | Shares Value | Transfer Price |issue Capital Period
1 Bhanwarlal Malu
15-Jan-94 Cash 100 10 10 0.00% 1 Year
30-Sep-05 Bonus 25 10 - 0.00% 1 Year
125 0.00%
2 Punamchand Malu
15-Jan-94 Cash 100 10 10 0.00% 1 Year
25-Jan-96 Cash 96,339 10 10 0.56% 1 Year
25-Jan-96 Cash 3,661 10 10 0.02% 3 Years
09-Mar-01 Cash 105,000 10 10 0.62% 3 Years
15-Mar-03 Transfer 50,000 10 10 0.29% 1 Year
30-Sep-05 Bonus 63,775 10 - 0.37% 3 Years
To be allotted cash 83,333 10 30 0.49% 3 Years
402,208 2.36%
3 Banwarilal Malu
15-Jan-94 Cash 100 10 10 0.00% 1 Year
25-Jan-96 Cash 39,900 10 10 0.23% 3 Years
11-Jan-01 Transfer 3,330 10 10 0.02% 1 Year
09-Mar-01 Cash 50,000 10 10 0.29% 3 Years
6-Sep-01 Transfer 17,000 10 10 0.10% 1 Year
15-Mar-03 Transfer 100,000 10 10 0.59% 1 Year
30-Sep-05 Bonus 52,582 10 - 0.31% 3 Years
To be allotted Cash 110,000 10 30 0.64% 3 Years
372,912 2.19%
4 Damodarlal Malu
15-Jan-94 Cash 100 10 10 0.00% 1 Year
25-Jan-96 Cash 49,900 10 10 0.29% 3 Years
09-Mar-01 Cash 110,000 10 10 0.64% 3 Years
15-Mar-03 Transfer 50,000 10 10 0.29% 1 Years
30-Sep-05 Bonus 52,500 10 - 0.31% 3 Years
To be allotted Cash 83,333 10 30 0.49% 3 Years
345,833 2.03%
5 Purushottam Malu
15-Jan-94 Cash 100 10 10 0.00% 1 Year
25-Jan-96 Cash 24,900 10 10 0.15% 3 Years
09-Mar-01 Cash 100,000 10 10 0.59% 3 Years
15-Mar-03 Transfer 50,000 10 10 0.29% 1 Year
30-Sep-05 Bonus 43,750 10 - 0.26% 3 Years
To be allotted Cash 83,333 10 30 0.49% 3 Years
302,083 1.77%
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Sl. | Date of allotment/ No. of | Face Issue Price/ % of post Lock In
No. | purchase Name Consideration Shares | Value | Transfer Price |issue Capital Period
6 Vasudeo Malu
15-Jan-94 cash 100 10 10 0.00% 1 Year
25-Jan-96 cash 5,900 10 10 0.03% 3 Years
11-Jan-01 Transfer 3,330 10 10 0.02% 1 Year
6-Sep-01 Transfer 17,000 10 10 0.10% 1 Year
15-Mar-03 Transfer 100,000 10 10 0.59% 1 Year
23-Aug-05 Transfer 220,000 10 10 1.29% 1 Year
30-Sep-05 Bonus 86,583 10 - 0.51% 3 Years
To be allotted Cash 210,000 10 30 1.23% 3 Years
642,913 3.77%
7 Ghasiram Malu
15-Jan-94 Cash 100 10 10 0.00% 1 Year
25-Jan-96 Cash 24,900 10 10 0.15% 3 Years
09- Mar-01 Cash 15,000 10 10 0.09% 3 Years
30-Sep-05 Bonus 10,000 10 - 0.06% 3 Years
50,000 0.29%
8 Frontline Commercials
Pvt Ltd
25-Jan-96 Cash 200,000 10 10 1.17% 3 Years
11-Nov-97 Cash 240,000 10 10 1.41% 3 Years
09- Mar-01 Cash 50,000 10 10 0.29% 3 Years
23-Aug-05 Transfer 100,000 10 10 0.59% 1 Year
30-Sep-05 Bonus 147,500 10 - 0.86% 3 Years
737,500 4.32%
9 Marigold Farms Pvt Ltd
25-Jan-96 Cash 200,000 10 10 1.17% 3 Years
09- Mar-01 Cash 50,000 10 10 0.29% 3 Years
23-Aug-05 Transfer 80,000 10 10 0.47% 1 Year
30-Sep-05 Bonus 82,500 10 - 0.48% 3 Years
412,500 2.42%
10 Wistaria Farms Pvt Ltd
25-Jan-96 Cash 350,000 10 10 2.05% 3 Years
11-Nov-97 Cash 240,000 10 10 1.41% 3 Years
09- Mar-01 Cash 170,000 10 10 1.00% 3 Years
30-Sep-05 Bonus 190,000 10 - 1.11% 3 Years
To be allotted cash 83,500 10 30 0.49% 3 Years
1,033,500 6.06%
4,299,574 25.20%
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The details of the aggregate shareholding of the Promoter Group

Sl. | Date of allotment/ Consi- No. of Face Issue Price/ % of post Lock In
No. | purchase Name deration Shares Value | Transfer Price | issue capital Period
1 Shrawankumar Malu
25-Jan-96 Cash 10,000 10 10 0.06% 1 Year
09-Mar-01 Cash 100,000 10 10 0.59% 1 Year
15-Mar-03 Transfer 50,000 10 10 0.29% 1 Year
30-Sep-05 Bonus 40,000 10 - 0.23% 1 Year
To be allotted Cash 83,333 10 30 0.49% 1 Year
283,333 1.66%
2 Radheyshyam Malu
25-Jan-96 Cash 10,000 10 10 0.06% 1 Year
09-Mar-01 Cash 50,000 10 10 0.29% 1 Year
15-Mar-03 Transfer 50,000 10 10 0.29% 1 Year
26-Feb-05 Transfer 37,500 10 10 0.22% 1 Year
30-Sep-05 Bonus 36,875 10 - 0.22% 1 Year
To be allotted Cash 33,333 10 30 0.20% 1 Year
217,708 1.28%
3 Venugopal Malu
25-Jan-96 Cash 10,000 10 10 0.06% 1 Year
2-Mar-01 Cash 50,000 10 10 0.29% 1 Year
5-Mar-03 Transfer 50,000 10 10 0.29% 1 Year
6-Feb-05 Transfer 37,500 10 10 0.22% 1 Year
6-Feb-05 Bonus 36,875 10 - 0.22% 1 Year
To be allotted Cash 33,333 10 30 0.20% 1 Year
217,708 1.28%
4 Ganpati Malu
25-Jan-96 Cash 5,000 10 10 0.03% 1 Year
09- Mar-01 Cash 50,000 10 10 0.29% 1 Year
15-Mar-03 Transfer 50,000 10 10 0.29% 1 Year
30-Sep-05 Bonus 26,250 10 - 0.15% 1 Year
To be allotted Cash 50,000 10 30 0.29% 1 Year
181,250 1.06%
5 Damodarlal Malu (HUF)
09- Mar-01 Cash 50,000 10 10 0.29% 1 Year
15-Mar-03 Transfer 50,000 10 10 0.29% 1 Year
30-Sep-05 Bonus 25,000 10 - 0.15% 1 Year
To be allotted Cash 33,333 10 30 0.20% 1 Year
158,333 0.93%
6 Punamchand Malu (HUF)
09- Mar-01 Cash 50,000 10 10 0.29% 1 Year
15-Mar-03 Transfer 50,000 10 10 0.29% 1 Year
30-Sep-05 Bonus 25,000 10 - 0.15% 1 Year
To be allotted Cash 33,333 10 30 0.20% 1 Year
158,333 0.93%

13



MALU PAPER MILLS LIMITED

Sl. | Date of allotment/ Consi- No. of | Face Issue Price/ % of post Lock In
No. | purchase Name deration Shares | Value | Transfer Price | issue capital Period
7 Purushottam Malu (HUF)
09-Mar-01 Cash 50,000 10 10 0.29% 1 Year
15-Mar-03 Transfer 50,000 10 10 0.29% 1 Year
30-Sep-05 Bonus 25,000 10 - 0.15% 1 Year
To be allotted Cash 33,333 10 30 0.20% 1 Year
158,333 0.93%
8 Shrawankumar Malu (HUF)
09-Mar-01 Cash 50,000 10 10 0.29% 1 Year
15-Mar-03 Transfer 50,000 10 10 0.29% 1 Year
30-Sep-05 Bonus 25,000 10 - 0.15% 1 Year
To be allotted Cash 33,333 10 30 0.20% 1 Year
158,333 0.93%
9 Kaveri Malu
11-Jan-01 Transfer 3,340 10 10 0.02% 1 Year
09-Mar-01 Cash 200,000 10 10 1.17% 1 Year
06-Sep-01 Transfer 117,000 10 10 0.69% 1 Year
5-Mar-03 Transfer 250,000 10 10 1.47% 1 Year
05-Aug-05 Transfer 140,000 10 10 0.82% 1 Year
30-Sep-05 Bonus 177,585 10 - 1.04% 1 Year
To be allotted Cash 126,667 10 30 0.74% 1 Year
1,014,592 5.95%
10 Suman Malu
09-Mar-01 Cash 15,000 10 10 0.09% 1 Year
6-Sep-01 Transfer 100,000 10 10 0.59% 1 Year
15-Mar-03 Transfer 200,000 10 10 1.17% 1 Year
30-Sep-05 Bonus 78,750 10 - 0.46% 1 Year
To be allotted Cash 10,000 10 30 0.06% 1 Year
403,750 2.37%
11 Kaushalya Malu
25-Jan-96 Cash 10,000 10 10 0.06% 1 Year
09-Mar-01 Cash 50,000 10 10 0.29% 1 Year
15-Mar-03 Transfer 50,000 10 10 0.29% 1 Year
30-Sep-05 Bonus 27,500 10 - 0.16% 1 Year
To be allotted Cash 33,333 10 30 0.20% 1 Year
170,833 1.00%
12 Anita Malu
25-Jan-96 Cash 10,000 10 10 0.06% 1 Year
09-Mar-01 Cash 50,000 10 10 0.29% 1 Year
15-Mar-03 Transfer 50,000 10 10 0.29% 1 Year
30-Sep-05 Bonus 27,500 10 - 0.16% 1 Year
To be allotted Cash 33,333 10 30 0.20% 1 Year
170,833 1.00%
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Sl. | Date of allotment/ Consi- No. of Face Issue Price/ % of post Lock In
No. | purchase Name deration Shares Value | Transfer Price | issue capital Period
13 Pushpa Malu
25-Jan-96 Cash 10,000 10 10 0.06% 1 Year
09- Mar-01 Cash 50,000 10 10 0.29% 1 Year
15-Mar-03 Transfer 50,000 10 10 0.29% 1 Year
30-Sep-05 Bonus 27,500 10 - 0.16% 1 Year
To be allotted Cash 33,333 10 30 0.20% 1Year
170,833 1.00%
14 Sushila Malu
25-Jan-96 Cash 10,000 10 10 0.06% 1 Year
09- Mar-01 Cash 50,000 10 10 0.29% 1 Year
15-Mar-03 Transfer 50,000 10 10 0.29% 1 Year
30-Sep-05 Bonus 27,500 10 - 0.16% 1 Year
To be allotted Cash 33,333 10 30 0.20% 1 Year
170,833 1.00%
15 Sunflame Fuels Pvt. Ltd.
25-Jan-96 Cash 100,000 10 10 0.59% 1 Year
09- Mar-01 Cash 210,000 10 10 1.23% 1 Year
23-Aug-05 Transfer 45,000 10 10 0.26% 1 Year
30-Sep-05 Bonus 88,750 10 - 0.52% 1 Year
To be allotted Cash 83,505 10 30 0.49% 1 Year
527,255 3.09%
16 | Omprakash Malu
25-Jan-96 Cash 10,000 10 10 0.06% 1 Year
30-Sep-05 Bonus 2,500 10 - 0.01% 1 Year
12,500 0.07%
17 Manisha Malu
25-Jan-96 Cash 80,000 10 10 0.47% 1 Year
09- Mar-01 Cash 130,000 10 10 0.76% 1 Year
30-Sep-05 Bonus 52,500 10 - 0.31% 1 Year
262,500 1.54%
18 Kantadevi Malu
25-Jan-96 Cash 20,000 10 10 0.12% 1 Year
30-Sep-05 Bonus 5,000 10 - 0.03% 1 Year
25,000 0.15%
19 Brijmohan Malu
25-Jan-96 Cash 40,000 10 10 0.23% 1 Year
30-Sep-05 Bonus 10,000 10 - 0.06% 1 Year
50,000 0.29%
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Sl. | Date of allotment/ Consi- No. of | Face Issue Price/ % of post Lock In
No. | purchase Name deration Shares | Value | Transfer Price | issue capital Period
20 Bharat Malu
09- Mar-01 Cash 50,000 10 10 0.29% 1 Year
26-Feb-05 Transfer 75,000 10 10 0.44% 1 Year
30-Sep-05 Bonus 31,250 10 - 0.18% 1 Year
To be allotted Cash 33,333 10 30 0.20% 1 Year
189,583 1.11%
21 Shashi Malu
09- Mar-01 Cash 380,000 10 10 2.23% 1 Year
15-Mar-03 Transfer 100,000 10 10 0.59% 1 Year
30-Sep-05 Bonus 120,000 10 - 0.70% 1 Year
To be allotted Cash 56,667 10 30 0.33% 1 Year
656,667 3.85%
22 Banwarilal Malu (HUF)
To be allotted Cash 33,333 10 30 0.20% 1 Year
33,333 0.20%
23 Jyoti Malu
To be allotted Cash 16,666 10 30 0.10% 1 Year
16,666 0.10%
24 Solar Carbons Pvt. Ltd.
To be allotted Cash 96,667 10 30 0.57% 1 Year
96,667 0.57%
25 | Vasudeo Malu (HUF)
09- Mar-01 Cash 115,000 10 10 0.67% 1 Year
30-Sep-05 Bonus 28,750 10 - 0.17% 1 Year
To be allotted Cash 33,333 10 30 0.20% 1 Year
177,083 1.04%
26 Narayan Malu
25-Jan-96 Cash 133,000 10 10 0.78% 1 Year
30-Sep-05 Bonus 33,250 10 10 0.19% 1 Year
To be allotted Cash 26,667 10 30 0.16% 1 Year
192,917 1.13%
27 Gajendra Malu
25-Jan-96 Cash 150,000 10 10 0.88% 1 Year
30-Sep-05 Bonus 37,500 10 - 0.22% 1 Year
To be allotted Cash 30,000 10 30 0.18% 1 Year
217,500 1.27%
Grand Total 6,092,676 35.71%

Total number of shares required to be locked in for 3 years is calculated as follows:

3,411,850 equity shares brought in (along with to be brought-in) by the promoters being 20% of the post issue equity share
capital of 17,059,250 equity shares will be locked in for a period of 3 years.

34,11,875 equity shares of the promoters shall be locked in for a period of 3 years and the remaining 69,80,400 shares held by
the promoters and promoter group shall be locked in for a period of one year from the date of allotment in the public issue.
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Note: The lock in period shall commence from the date of allotment of shares in the public issue or commencement of
Commercial Production whichever is later.

Shares held by persons other than the promoters, prior to Initial Public Offering, which are subject to lock in as per extant
SEBI (DIP) Guidelines, may be transferred to any other person holding shares which are locked in, subject to continuation
of lock- in the hands of the transferees for the remaining period and compliance of Securities and Exchange Board of India
(Substantial Acquisition of Shares and Takeovers) Regulations, 1997 as applicable.

Shares held by the promoter(s) which are locked in as per the relevant provisions of Chapter IV of the SEBI (DIP) Guidelines,
may be transferred to and amongst promoter/promoter group or to a new promoter or persons in control of the Company,
subject to continuation of lock-in in the hands of the transferees for the remaining period and compliance of Securities and
Exchange Board of India (Substantial Acquisition of Shares and Takeovers) Regulations, 1997 as applicable.

The entire pre-issue capital, other than that locked-in as promoter’s contribution, shall be locked-in for a period of One year
from the date of allotment in the present issue, or the date of Commercial Production, whichever is later.

4, The following directors of Promoters where promoter is a Company hold shares in the Company as follows.

Details of the holding of Directors of the Promoting Companies in the Issuer Company No. Of Shares
Bhanwarlal Malu 125
Punamchand Malu 318875
Banwarilal Malu 262912
Damodarlal Malu 262500
Purushottam Malu 218750
Vasudeo Malu 432913
Ghasiram Malu 50000
Total 15,46,075

5. The following Equity Shares have been purchased or sold by the promoter or any director of promoter where
promoter is a Company during a period of six months preceding the date on which the Prospectus is filed with

RoC.
Name of Shareholder Date of Purchase/ No of Price paid
Transfer Shares per Share
Vasudeo Malu 23-Aug-05 220,000 10
Frontline Commercials Pvt Ltd 23-Aug-05 100,000 10
Marigold Farms Pvt Ltd 23-Aug-05 80,000 10
Sunflame Fuels Pvt Ltd 23-Aug-05 45,000 10

6. The promoters’ contribution has been brought-in is not less than the specified minimum lot of Rs.25,000/- per
application from each individual and Rs.1,00,000/- from companies.
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7. Equity Shares held by top 10 shareholders

The top ten shareholders and the Equity shares held by them on the date of filing the Prospectus with Registrar of
Companies are as follows:

S| No. Name of Shareholder No of shares % Holding
1 Wistaria Farms Pvt Ltd 950,000 10.89
2 Kaveri Malu 887,925 10.18
3 Frontline Commercial Pvt Ltd 737,500 8.45
4 Shashi Malu 600,000 6.88
5 Sunflame Fuels Pvt Ltd 443,750 5.09
6 Vasudeo Malu 432,913 4.96
7 Marigold Farms Pvt Ltd 412,500 4.73
8 Suman Malu 393,750 4.51
9 Punamchand Malu 318,875 3.65
10 Banwarilal Malu 262,912 3.01
The top ten shareholders and Shares held by them ten days prior to the date of filing the Prospectus with RoC are
as follows:
S| No. Name of Shareholder No of shares % Holding
1 Wistaria Farms Pvt Ltd 950,000 10.89
2 Kaveri Malu 887,925 10.18
3 Frontline Commercial Pvt Ltd 737,500 8.45
4 Shashi Malu 600,000 6.88
5 Sunflame Fuels Pvt Ltd 443,750 5.09
6 Vasudeo Malu 432,913 4.96
7 Marigold Farms Pvt Ltd 412,500 4.73
8 Suman Malu 393,750 4.51
9 Punamchand Malu 318,875 3.65
10 Banwarilal Malu 262,912 3.01
The top ten shareholders and shares held by them two years prior to the date of filing the Prospectus with RoC are
as follows:
S| No. Name of Shareholder No of shares % Holding
1 Wistaria Farms Pvt Ltd 760,000 10.89
2 Kaveri Malu 570,340 8.17
3 Frontline Commercial Pvt Ltd 490,000 7.02
4 Shashi Malu 480,000 6.88
5 Sunflame Fuels Pvt Ltd 315,000 4.51
6 Vasudeo Malu 310,000 4.44
7 Marigold Farms Pvt Ltd 255,100 3.65
8 Suman Malu 250,000 3.58
9 Punamchand Malu 250,000 3.58
10 Banwarilal Malu 210,330 3.01
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8.

Shareholding Pattern

The Pre-issue and Post-issue share holding pattern of the Promoters and Promoter group is as under:

Pre-issue Post-Issue
Promoters
Bhanwarlal Malu 125 0.00% 125 0.00%
Punamchand Malu 318,875 3.65% 402,208 2.36%
Banwarilal Malu 262,912 3.01% 372,912 2.19%
Damodarlal Malu 262,500 3.01% 345,833 2.03%
Purushottam Malu 218,750 2.51% 302,083 1.77%
Vasudeo Malu 432,913 4.96% 642,913 3.77%
Ghasiram Malu 50,000 0.57% 50,000 0.29%
Frontline Commercials (P) Ltd 737,500 8.45% 737,500 4.32%
Marigold Farms (P) Ltd 412,500 4.73% 412,500 2.42%
Wistaria Farms (P) Ltd 950,000 10.89% 1,033,500 6.06%
Sub-Total (a) 3,646,075 41.79% 4,299,574 25.20%
Promoter Group
Shrawankumar Malu 200,000 2.29% 283,333 1.66%
Radheshyam Malu 184,375 2.11% 217,708 1.28%
Venugopal Malu 184,375 2.11% 217,708 1.28%
Ganpati Malu 131,250 1.50% 181,250 1.06%
Damodarlal Malu (HUF) 125,000 1.43% 158,333 0.93%
Punamchand Malu (HUF) 125,000 1.43% 158,333 0.93%
Purushottam Malu (HUF) 125,000 1.43% 158,333 0.93%
Shrawankumar Malu (HUF) 125,000 1.43% 158,333 0.93%
Kaveri Malu 887,925 10.18% 1,014,592 5.95%
Suman Malu 393,750 4.51% 403,750 2.37%
Kaushalya Malu 137,500 1.58% 170,833 1.00%
Anita Malu 137,500 1.58% 170,833 1.00%
Pushpa Malu 137,500 1.58% 170,833 1.00%
Sushila Malu 137,500 1.58% 170,833 1.00%
Sunflame Fuels (P) Ltd 443,750 5.09% 527,255 3.09%
Omprakash Malu 12,500 0.14% 12,500 0.07%
Manisha Malu 262,500 3.01% 262,500 1.54%
Kantadevi Malu 25,000 0.29% 25,000 0.15%
Brijmohan Malu 50,000 0.57% 50,000 0.29%
Bharat Malu 156,250 1.79% 189,583 1.11%
Shashi Malu 600,000 6.88% 656,667 3.85%
Banwarilal Malu (HUF) - - 33,333 0.20%
Jyoti Malu - - 16,666 0.10%
Vasudeo Malu (HUF) 143,750 1.65% 177,083 1.04%
Gajendra Malu 187,500 2.15% 217,500 1.28%
Narayan Malu 166,250 1.91% 192,917 1.13%
Solar Carbons Pvt.Ltd. - - 96,667 0.57%
Sub-Total (b) 5,079,175 58.21% 6,092,676 35.71%
Promoter & Promoter Group total 8,725,250 100.00% 10,392,250 60.92%
Shareholding (a+b)=(A)
Public - - 6,667,000 39.08%
Sub-Total (B) - - 6,667,000 39.08%
Grand Total (A+B) 8,725,250 100.00% (17,059,250 100%

19



MALU PAPER MILLS LIMITED

As on the date of this Prospectus, there are no outstanding warrants, options or right to convert debentures, loans or other
financial instruments into Equity Shares

Note:

1. Neither the Company, its promoters, its directors, nor the LM have entered into any buy-back and/or standby
arrangements for purchase of Equity Shares of the Company offered through this Prospectus.

The Company has not raised any bridge loan from any Bank against the proceeds of this issue.
There is no Employee Stock-Option Scheme or Plan as on date.

The securities offered through this public issue will be made fully paid up upon allotment.

o M WD

The Company undertakes that it shall not make further issue of capital in any manner whether by way of issue of
bonus shares, preferential allotment, rights issue, or pubic issue or otherwise during the period commencing from
the submission of offer document to the Board on behalf of the Company for this public issue, till the securities
offered to in the said document have been listed or the application moneys refunded on account of non-listing or
under-subscription, etc.

6. The Company presently does not have any intention or proposal to alter its capital structure for a period of six
months from the date of opening of the issue, by way of split/consolidation of the denomination of Equity Shares or
further Issue of Equity Shares (including issue of securities convertible into exchangeable, directly or indirectly for
Equity Shares) whether preferential or otherwise, except that the Company may issue options to its employee
pursuant to any employee stock option plan, or if the Company goes for acquisitions and joint ventures it might
consider raising additional capital to fund such activity or use share as currency for acquisition and/or participation
in such joint venture.

7. The Company has issued 17,45,050 Equity shares as bonus for consideration other than cash. The bonus shares
have been issued out of the cash reserves of the company.

8. The Company has not issued any equity shares out of re-valuation reserves or reserves without accrual of cash
resources.

9. At any given point of time, there shall be only one denomination for the Equity Shares of the Company and the
Company shall comply with such disclosure and accounting norms specified by SEBI from time to time.

10. The Company has 34 (thirty-four) members as on the date of filing of the Prospectus with SEBI.

11. We as LM to the Issue confirm that there are no transactions in the securities of the Company during preceding 6
months which were financed directly or indirectly by the promoters, their relations, their group Companies or
associates or by the above entities directly or indirectly to other persons other than 100,000 and 80,000 equity
shares were purchased by M/s Frontline Commercials Ltd and M/s Marigold Farms Pvt Ltd respectively on August
23, 2005. For details please refer page 17 of the prospectus.

12. The shareholders of the Company do not hold any warrant, option or convertible loan or any debentures, which
would entitle them to acquire further shares of the Company.

13. Written consent for lock-in has been obtained from the persons whose shares form part of promoters’ contribution
and form part of lock in.

14. The equity shares to be held by the promoters, their relatives & associates under the lock-in period shall not be
sold/hypothecated/transferred during the lock-in period. However, inter se transfers between the promoters themselves
as such would be permitted, provided that the requirement of lock-in period guidelines continues to apply.

15. The locked-in equity shares held by the promoters can be pledged only with Banks/Financial Institutions, provided
the pledge of shares is one of the terms of sanction letter.

16. Reservations on proportionate basis has been made in the public issue for:
. NRIs/and or Flls applying on a repatriation basis for 500,000 equity shares.

. Indian Mutual Funds, Indian and Multilateral Development Financial Institutions and Scheduled Commercial Banks
for 500,000 equity shares.
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17.

18.

Person(s) belonging to the reserved categories shall not make an application in the net offer to the public category
except for NRIs and Flls applying for on non-repatriation basis.

Applications should be for minimum of 200 Equity Shares and in multiples of 200 Equity Shares hereafter. An
applicant in the net public category cannot make an application for that number of Equity Shares exceeding the
number of Equity Shares offered to the public. In case of reserved categories, a single applicant can make an
application for that number of Equity Shares that exceeds the reservations.

As per SEBI Guidelines, a minimum of 50% of the net offer to the public is reserved for allotment to individual
investors applying for equity shares of or for a value of not more than Rs 1,00,000/-. The remaining 50% of the net
offer to the public will be available for individuals applying for equity shares of a value of more than Rs 100,000/
- and corporate bodies/institutions etc. Under subscribed portion in either of these categories shall be added to the
other category interchangeably.
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4. OBJECTS OF THE ISSUE

The Main Objects of the issue are:

1. To set up a new unit at Nagpur to produce 150 TPD of Newsprint/Writing Printing paper and 6 MW captive Co-
generation Power Plant

2. To meet the Public Issue related expenses.
3. To get the Equity Shares listed on BSE and NSE.

The main object clause along with the other object clauses of the MOA enable the Company to undertake the activities for
which the funds are being raised in the present issue. Further, it is confirmed that the activities that the company has been
carrying out until now are in accordance with the object Clause of the Memorandum of Association of the Company.

Net Tangible Assets to be created out of the issue is Rs 1799.90 Lacs after deduction of Issue expenses which is 89.99%
of Public Issue.

FUNDING REQUIREMENT

The Company is setting up a paper plant for manufacturing premium quality Newsprint and Writing & Printing paper with an
estimated cost of Rs.7000.20 lacs.

Paper Plant at Nagpur (as per the appraisal report of UTI Bank)

(Rs in Lacs)
Particulars Amount
1. Setting up of Newsprint of 150 TPD 6800.00
Public Issue Expenses 200.20
Total 7000.20

MEANS OF FINANCE

The Project is proposed to be funded from Promoter’'s contribution, Unsecured Loan/Public Issue/Private Placement of equity
shares; and term loans from Banks/Financial Institutions. The proposed means of the finance for the Project is as under:

(Rs in Lacs)
Particulars Amount
Shareholder’s Fund
Promoter’s Contribution 500.10
Public Issue 2000.10
Sub Total (Equity) 2500.20
Term (Banks/ Financial Institution) 4500.00
Total project Cost 7000.20

The company hereby confirms that firm arrangements of finance through verifiable means towards 75% of the stated means
of finance, excluding the amount to be raised through proposed Public Issue, have been made.

Appraisal

UTI bank has appraised the proposed project, and has given its appraisal report dated 18.11.2005 and its consent for its
name being included in the prospectus for this offering and their name being included as appraising agency and for its
appraisal report being used in this document.

The above appraisal report has been used as the basis for this prospectus wherever required.
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The salient points and the areas of strength and weaknesses as mentioned in the Appraisal reports have been reproduced
below:

1.

UTI BANK

SWOT ANALYSIS
Strength

Established newsprint producer in Nagpur region
Paper manufacturing know-how at mill

Low personnel costs (compared with international competitors)

iv. ~MPL already operates in the newsprint paper segment and the new plant would benefit from its competency in
marketing of newsprint paper.

V. MPL has a location advantageous of being in Nagpur as it is centrally located and conveniently connected by
Road and rail to all major big cities and towns

vi.  Lower reliance on purchased power, as a captive power plant is being setup.

Weakness

1. A small player compared to other big national players like HNL

Threat

1. Price fluctuations - waste paper

2. Lowering of import duties, increasing international competition (project sensitive to sales price)

Opportunities

1. Large and growing domestic market for newsprint paper

2. Lots of potential among the existing customers yet to be tapped

3. Export possibilities
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Project and Other Details

The break up of the Project cost under the various heads has been estimated as under:

A: Paper Plant at Nagpur (As appraised by the Bank)

(Rs in lacs)
Sl. No. | Particulars Amount Amount
1 Land 125.00
2 Site Development 63.00
3 Buildings 500.00
4 Plant & Machinery
A Stock Preparation Equipment 1230.00
B Paper Machine Section 1305.00 2535.00
5 Captive Power Plant 1800.00
6 Electrical Equipment & Installation 470.00
7 Other Fixed Assets 365.00
8 Effluent Treatment Plant 162.00
9 Erection & Engineering Fees -
10 Preliminary, Preoperative Expenses* 265.00
11 Provision For Contingencies 158.00
A Building & Site Development 14.07
B Plant & Machinery 63.38
C Captive Power Plant 45.00
D Electrical Equipment & Installation 11.75
E Other Fixed Assets 8.07
F Effluent Treatment Plant 4.05
G Technical Know How & Engineering Fees 0.00
H Preoperative Expenses 11.68
Capital Cost Of Project 6443.00
Interest during Construction Period 202.00
Margin Money For Working Capital 355.00
Total Cost Of Project 7000.00

* Includes public issue expenses of Rs 200.20 lacs

1. Land & Site Development

The project is being set up at Saoner Industrial Area (Growth Center), Saoner, Dist. Nagpur in the state of Maharashtra.
The plant will have a capacity of 49500 MT to manufacture Newsprint / Writing Printing paper. MIDC has allotted 3.2
lakh sqg. meter of land for the project. Internal road measuring about 1500 running meter are envisaged for the plant
for effective movement of raw material and finished goods. Boundary wall admeasuring about 1000 running meter
and main gate has been considered for the project. Internal drainage / sewerage to clear rain & storm water
admeasuring about 1500 running meter are envisaged. The total cost of land and site development works out to
188 lakh.
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Building & Civil Construction

The buildings and other civil work comprise of Waste Paper Godown, Pulp Mill, Stock preparation Building, Paper
Machine Building, Finished Paper Godown, Workshop, General Stores, Effluent Treatment Plant, Administration
Building & Security Block etc. The total estimated cost of the Building & Structures is Rs. 500 lacs as per the
estimates of Architects.

Details for Civil & Structural

Sr.No | Description Estimated Cost
(Rs. In lacs)
A Site Development
1 Boundary Wall (1000 Running Meters) 13.50
2 Levelling 27.00
3 Internal Road (1500 Running Meters) 6.30
4 Main Gate (2 Nos) 1.00
5 Internal Drain/ Sewerage (1500 Running Meters) 15.20
Sub Total 63.00
B Buildings
1 Waste Paper Godown (4800 Sq.Mtr.) 108.00
2 Pulp Mill (1840 Sq.Mtr.) 74.00
3 Stock Preparation Building (900 Sq.Mtr.) 22.00
4 Paper Machine Building (4120 Sq.Mtr.) 167.00
5 Finished Paper Godown (920 Sq.Mtr.) 25.00
6 Workshop (1125 Sq.Mtr.) 22.00
7 General Stores 2.00
8 Effluent Treatment Plant (3935 Sq.Mtr.) 85.50
9 Admin. Building ( G+1) (300 Sq.Mtr.) 13.50
10 Security Block etc 3.00
Sub Total 500.00
Total 563.00

Plant & Machinery

The plant and machinery which is to be installed in the project consist of Stock preparation, Paper Machine,
Vaccum system for Paper machine, instrumentation etc. The total cost of the plant and machinery has been estimated
at Rs.2535 Lacs including excise and tax, freight and insurance and the cost of erection and commissioning.

Orders placed, but Machinery not received:

Sl. Particulars Qty Value | Name of The Value | Date of | Expected
No. (Rs In Lacs) | Suppliers including | Order Delivery/
tax & Completion
duties Date
(Rs In
Lakhs)
1 Stock Preparation system 1083.50 | Andritz OY 1152.00 | 24/11/05| Sept, 06
2 Paper Machine 476.00 | Stora Enso 550.00 | 15/12/05| Jul,06
Total 1559.50 1702.00

25



MALU PAPER MILLS LIMITED

Orders of Plant & Machinery Not yet placed:

Sr. | Particulars Qty | Total Cost | Name of suppliers/ Probable | Expected
No. (Esti- | quotations relied Date of Delivery/
mated) | upon order Completion Date
A | Pulp Mill/ Stock Preparation Section
1 Process Pipes & Pipe fittings 45.00 | Mack Steel Company Nov'06 1 week
Process Control Valves & valve fittings 33.00 | StarIndia Nov’ 06 2-3 week
Total 78.00
B | Paper Machine Section
1 Paper Machine 1 450.00 | Excel, Sharma
Fabricators & Erectors | Jan'06 6 Month
2 Paper machine vacuums System 6 35.00 | Kakati Karshank
Industries Pvt. Ltd Aug'06 4 Month
3 Process pipe & pipe fittings 18.00 | Mack Steel Company Nov'06 1 week
3 Chemical Treatment Plant 30.00 | Self Fabrication Sep’06 4 week
4 Mill Automation 90.00 | As per company’s
estimate Oct'06 4 week
5 Machine Clothing 60.00 | SWILL, Porritts &
Spencer Dec'06 3 Month
6 Erection & Commissioning 72.00 | Scan Machinery works | Apr06
Total 755.00
C | Electrical EQuipment
1 Transformer 3 34.00 | Crompton Greaves Jun’06 6 Month
2 PCC 5 40.00 | New Vision Electrical Sept'06 3 Month
3 MCC 12 35.00 | New Vision Electrical Sept'06 3 Month
4 HT & LT cables 1 63.00 | Jayashree, New Vision
Electrical Sept'06 3 Month
5 Electric Motors 67.50 | Crompton Greaves/
Seimens/ ABB Aug'06 6 Month
6 | HT Switchgears 1 63.00 | Seimens/ABB,
New Vision Electrical Sept'06 3 Month
7 Earthing 13.50 | New Vision Electrical Sept'06 4 Month
8 Cable Jointing Material 1 13.50 | New Vision Electrical Sept'06 3 Month
9 Lightning Arrestors 4.50 | Crompton Greaves,
New vision Electrical Sept'06 4-6 week
10 | Mill Lighting 13.50 | Crompton Greaves,
Baja Jan’'07 4 week
11 | Cable supports, Ducts, Trays 10.00 | New Vision Electrical Sept'06 4 week
12 | Paper Machine Drives 72.00 | Control Tech. Sept'06 3 Month
13 | Miscellaneous ltems 1 18.00 Sept'06 2 week
14 | Erection and commissioning 22.50 | New Vision Electrical Sept'06 3 Month
Total 470.00
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OTHER FIXED ASSETS

Other fixed assets include Fresh water collection & distribution, compressors, steam distribution systems from power
plant to paper machine, material handling system, misc. tools & tackles, workshop (mechanical, electric &
instruments), various testing equipment, fire fighting system. The total cost of Miscellaneous fixed assets and Effluent
Treatment plant is 527 Lacs.

Other Fixed Assets

| Fresh Water Collection & 34.00 | Ratnadeep Enterprises Jan’06 2 Months
Distribution

I Compressors 31.50 | Chicago Pneumatic/

Atlas Copco, Puriflair India Nov’'06 2 Months

I Steam distribution systems 76.50 | Forbes Marshal, Sun Engg. Nov'06 2 Months
from power plant to paper
machine

IV Material Handling System

A EOT Crane 1| 27.00 | Zeemag Industries Sept'06 | 6 Months

B  Electric Hoist 4 | 14.50 | Smaco Engineering Sept'06 | 3 Months

C Weigh Bridge 40 ton Capacity 1| 18.00 | Elder Instruments Aug’'06 6 Months

D Fork lifts 4 | 33.00 | Voltas Jan’07 1 Month

E Pay loaders 2 | 18.00 | Ishwar Tractor Company Jan’07 1 Month

F  Misc tools & tackles 18.00 Jan’07 1 Month

G Workshop (Mechanical, Electric & 27.00 | Siddhapura Machine Tools Jan ‘07 1 Month
Instruments)

H Miscellaneous Weighing System 3 4.50 | Elder Instrument Jan’07 1 Month
Laboratory & QC, Testing 27.00 | Universal Engineering Dec’'06 2 Month
Equipment Corporation

VI Fire Fighting System 36.00 | Agni Alert System Jan’07 2 Month
Total 365.00
Effluent Treatment Plant
Saveall, Krofta, Decanter 162.00 | Alfa Laval, Eco Engineering Aug’'06 4 Months

Captive Power Plant

The major plant comprises of a single drum water tube boiler of capacity 35,000 Kg/hr, turbine with a steam
capacity of 33 TPH at 64 bar, an alternator of rating 6000 KW/KVA driven by steam turbine with a speed of
1500rpm, electro-static precipitator, coal handling plant with bunker, dense phase ash handling plant, water softening
plant, deareator, mild steel chimney etc. The total cost of Captive Power Plant is Rs. 1800 Lacs.
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Orders placed, but Machinery not received:

Sl Particulars Qty Value | Name of The | Qty. Value | Date of Expected
No. (Rs In Lacs) | Suppliers including | Order Delivery/
tax & Completion
duties Date
(Rs In
Lakhs)
1 Boiler/ESP/Ash 685.00 | Cethar Vessels 790.00 | 18/01/06 Jan,07
handling
2 Turbine 376.00 | Triveni Engg. 433.00 | 27/01/06 Jan,07
3 Erection & 70.00 | Cethar Vessels 70.00 | 18/01/06 & | Mar,07
Commissioning & Triveni Engg. 27/01/06
Total 1131.00 1293.00
Captive Power Plant
1 Coal Handling Plant 1 55.00 Saikrupa Industries Jun’06 3 Month
2 Water softening plant 1 23.00 lon Exchange Jun’06 2 Month
3 Deareator, feed water
storage tank, DM Plant 1 30.00 Cethar Vessels, lon Exchange Jun’'06 2 Month
4 Cooling Tower, 1 65.00 Paltech Cooling Tower Jun’06 6 Month
recirculation pump
5 Valve, piping, PRS etc. 110.00 Santosh Tube Corporation. Dec’06 1 Month
6 Compressor, EOT Crane 1 37.00 Zeemag Industries Jan’'06 5 Month
7 Fire fighting equipment & 7.50 Agni Alert Systems Jan'07 2 Month
piping etc.
8 Mild Steel Chimney 1 23.00 Taj Boiler & Fa Sept’06 2 Month
9 Civil construction 1 75.00 Jala Construction Jan’06
10 DCS Systems 45.00 Seimens/ ABB July’06 3 Month
11 Miscellaneous Iltems 36.50 Dec’06 1 Month
TOTAL 507.00

Preliminary & Pre-operative Expenditure

Pre-operative expenses comprises of public issue expenses (Rs. 200.20 Lacs), start-up-expenses (Rs.15 lacs) and
the balance is for Establishment Cost, Traveling & Conveyance, Upfront Fees, Bank Charges etc.

Contingencies

The technical consultants, who have substantial experience in implementation of Project, have estimated the Project
cost. The cost estimate is based on the budgetary quotations for the majority of the capital equipments and no
major change in the cost is expected. Considering these factors, provision for contingency has been estimated
conservatively on all main project costs, aggregating Rs. 158 Lacs. which is 7.90% of the Issue size.

Margin Money for Working Capital

The working capital margin requirements of the Project is estimated at Rs.355 lacs, based on the calculations for
the first full year of operations for the Project on the basis of 30 days stock of raw material, 1 day work in progress,
10 days of finished goods stock and 30 days of debtor holding. Margin money for the first year of operation has
been estimated at Rs. 355 lacs. The requirement of enhanced margin money in the subsequent years would be met
out of the internal accruals.
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Computation of working capital requirement for the first year of operation i.e. for FY 2006-07:

Rs. In Lacs

PARTICULARS Norm (days) Margin (%) Gross Working Margin Money

Capital
Raw Material 30 25 337.18 84.30
Consumable Stores 365 25 110.25 27.56
Stock In Process 1 25 16.21 4.05
Finished Goods 10 25 162.67 40.57
Debtors For Domestic Sales 30 25 590.09 147.52
Sub Total 1216.40
Less Creditors (364.89)
Margin For L/C And B/G 51.00
Total Working Capital Requirement 851.51 355.00

Issue Expenses

The issue expenses include Issue Management Fees, Selling Commission, Distribution Expenses, Legal Fees, Printing &
Stationery, Advertising & Marketing Expenses, Listing Fees to the Stock Exchanges and all other incidental and miscellaneous
expenses for listing the equity shares on the stock exchanges. All costs with respect to the issue will be borne out of the
issue proceeds.

The company estimates that overall public issue expenses will not be more than Rs 200.20 lacs. The detailed break up of
Public Issue expenses is given on page no 121 of the Prospectus.

To sum up, the funds requirement of the company is Rs 7000.20 lacs, out of which the promoters of the company shall
bring Rs 500.10 lacs, Rs 4500 from the consortium of bankers who have sanctioned the term loan leaving a gap of Rs
2000.10 lacs for which the company is approaching the public.

Term Loan
The details of the term loan sanctioned is as follows:

Out of the total requirement of Rs 4500 lacs, the Company has received final sanction letter to the extent of Rs 2000 lacs
from Bank of India and Bank of Baroda sanction letter to the extent of Rs 3000 lacs from State Bank of India and the Jammu
& Kashmir Bank Limited. Out of the in-principle approval of Rs 3000 lacs, the management of the Company shall utilise only
Rs.2500 lacs for the financial closure of the proposed project.

The details of the term loans sanctioned to the Company is as follows:

Term loan sanctioned by Banks:

Rs. In Lacs
Name of Bank Amount Sanctioned Date of Sanction | Amount Disbursed
Bank of India 1000 18.11.2005 NIL
Bank Of Baroda 1000 16.12.2005 NIL
State Bank of India 1500 09.01.2006 NIL
Jammu & Kashmir Bank Ltd 1500 28.01.2006 NIL
5000

* Amount to be utilized by the company Rs. 4500.00 Lacs
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IMPLEMENTATION SCHEDULE

Plant & Machinery
Inviting Quotations
Placement of order
Delivery at site

Arrangement of water for Project.
Erection of equipment
Commissioning of equipment
Procurement of raw material
Trial Runs

Commercial Production

Arrangement of power for erection.

Particulars Date
Acquisition of land March, 2006
Development of site April, 2006
Civil work April, 2006

August, 2005
Nov.’05 onwards
June, 06 onwards
December, 2005
June, 2006

July, 2006 onwards
January, 2007
March, 2007
March, 2007

April, 2007

COST INCURRED TILL DATE (As on 13" Feb’2006)

The details of the expenditure incurred till date as certified by the auditors M/s Demble Ramani & Co vide their certification
dated 13" February 2006 upto 13" February 2006 is as follows:

Particulars (In Rs. Lacs)
Expenditure:

Land Acquisition 40.00
Preoperative Expenses 25.26
Advances

Advance for Machinary ordered 264.83
Advance for Preoperative Expenses 18.76
Total 348.86

SOURCES OF FINANCING OF FUNDS ALREADY DEPLOYED

The above expenditure has been met out of the following sources:

Rs in lacs
Sources of funds Amount
Share Application Money Pending Allotment 500.10
Total 500.10
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MO s

Year wise break up of the proposed expenditure

Sl. No. | Particulars Total cost | Cost incurred | To be incurred | To be incurred
of the Project till 13" Feb upto 31st upto 31st

2006 March March

2006 2007

1 Land & Site Development 188 40 148 -
2 Civil Construction 531.39 - - 531.39
3 Plant & Machinery 4,765.19 264.83 555.17 3,945.19
4 Other Fixed Assets 883.74 - - 883.74
5 Preliminary, Pre-operative Expenses 276.68 44.02 181.26 51.4
6 Margin Money For Working Capital 355 355
Grand Total 7,000.00 348.85 884.43 5,766.72

INTERIM USE OF FUNDS

Pending use of the proceeds for the above-mentioned project, the Company intends to invest the proceeds from the fresh
issue in high quality interest bearing liquid instruments including deposits with banks for the necessary duration. These

investments would be authorised by the Board or a duly authorised committee thereof.
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BASIC TERMS OF THE ISSUE

Ranking Of Equity Shares

The Equity Shares being offered shall be subject to the provisions of Memorandum and Articles of the Company and shall
rank pari passu in all respects including dividend with the other existing Equity Shares of the Company. Allottees of the
equity shares under this Issue will be entitled to dividends and other corporate benefits, if any, declared by the Company
after the date of allotment.

Face Value

The Face Value of the Equity Shares is Rs.10/- per Equity Share and the Issue Price is three times of the Face Value. The
Issue Price is Rs 30/- per Equity Share of Rs.10/- each.

Rights of the Equity Shareholders

i Right to receive dividend, if declared.

ii. Right to attend general meetings and exercise voting rights, unless prohibited by law.
iii. Right to vote on a poll either personally or by proxy.

iv. Right to receive offer for rights shares and be allotted bonus shares, if announced.
V. Right to receive surplus on liquidation.

vi. Right of free transferability; and

vii.  Such other rights, as may be available to a shareholder of a Public Limited Company under the Companies Act,
1956.

Market Lot

As trading in the Equity Shares is compulsorily in dematerialized form, the market lot is one Equity Share. Allotment of Equity
Shares will be done in multiples of one Equity Share, subject to a minimum allotment of 200 Equity Shares.

Minimum Subscription

If the Company does not receive the minimum subscription of 90% of the net offer to public including devolvement of
Underwriters within 60 days from the date of the closure of the issue, the Company shall forthwith refund the entire subscription
amount received. For delay beyond 8 days, after the Company becomes liable to pay the amount, the Company shall pay
interest as per Section 73 of the companies Act 1956.

Authority for the Present Issue

Present Issue of Equity Shares has been authorized by shareholders vide a Special Resolution passed at the AGM of the
Company held on 30" September 2005. The Board of Directors of the Company had approved the present Issue of Equity
Shares vide a resolution passed at their meeting held on 27" August 2005.

Minimum and Maximum Application Size

Applications should be for minimum of 200 Equity Shares and in multiples of 200 Equity Shares thereafter. An applicant in
the net public category cannot make an application for that number of Equity Shares exceeding the number of Equity Shares
offered to the public.

Terms of Payment

The entire Issue price of Rs. 30/- per share is payable on application only. In case of allotment of lesser number of Equity
Shares than the number applied, the Company shall refund the excess amount paid on application to the applicants.

Interest on Excess Application Money
Payment of interest at rate of 15% per annum on the excess application money will be made to the applicants, if the refund
orders are not dispatched within 30 days from the date of closure of the subscription list.
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In the event of the Present Issue of Equity Shares being oversubscribed, allotment shall be made on a proportionate basis
and the basis of allotment will be finalized in accordance with the SEBI Guidelines and in consultation with BSE (Designated
Stock Exchange). The Executive Director/Managing Director of BSE along with the Lead Manager and the Registrar to the
Issue shall be responsible to ensure that the basis of allotment is finalized in a fair and proper manner in accordance with
the relevant guidelines.

Basis Of Allotment

Proportionate Allotment Procedure

Allotment shall be on proportionate basis within the specified categories; rounded off to the nearest integer subject to a
minimum allotment being equal to the minimum application size i.e. is 200 Equity Shares.

Reservation for Retail Individual Investor

The above proportionate allotments of Equity Shares in an Issue that is oversubscribed shall be subject to the reservation for
Retail individual investors as described below:

a. A minimum 50% of the net offer of Equity Shares to the public shall initially be made available for allotment to retail
individual investors, as the case may be.

b. The balance net offer of Equity Shares to the public shall be made available for allotment to:
° Individual applicants other than retail individual investors, and;
° Other investors including corporate bodies/institutions irrespective of the number of shares, applied for.

C. The unsubscribed portion of the net offer to any one of the categories specified in (a) or (b) shall / may be made
available for allotment to applicants in the other category, if so required.

The drawal of lots (where required) to finalize the basis of allotment, shall be done in the presence of a public representative
on the Governing Board of BSE (Designated Stock Exchange).

An illustration explaining the proportionate allotment procedure is given herein below:

1. Net offer to the public @ Rs. 30/- per share: 5,667,000 Equity Shares

2 Minimum Equity Shares Offered to Retail Category: 2,833,500 Equity Shares

3. Application can be made for a minimum of 200 Equity Shares and in multiples thereof.
4

Sample of the applications received:

Retail Non Retail Total

No. of shares initially available 2,833,500 2,833,500 5,667,000
(Minimum) (Maximum) -

No. of shares applied for 41,652,450 20,797,890 62,450,340
No. of Times oversubscribed 14.70 7.34 11.02
As a % of Total no. of shares applied for 66.70% 33.30% 100.00%
No of shares to be allotted in the category 3,779,714 1,887,286 5,667,000
Ratio in which the shares to be proportionately allotted 11.02 11.02 11.02

1. The Net offer to the public is over subscribed 11.02 times whereas the retail category is over subscribed 14.70
times
2. As the retail portion is eligible for 66.70% of the net offer to the public the revised ratio now becomes 11.02.

3. Assume three retail investors X, Y & Z. X has applied for 3200 shares. Y has applied for 2200 shares and Z has
applied for 600 shares. As per allotment procedure, the allotment to retail individual investors would be on
proportionate basis i.e., at 1/11.02th of the total number of shares applied for. The actual entittement shall be as
follows:
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Sr. No. Name of applicant No. of shares
applied for | No. of shares eligible to be allotted
1 X 3200 | 3200/11.02=290.38 shares rounded off to 290 shares being
the nearest integer
2 Y 2200 | 2200/11.02= 199.64 shares rounded off to 200 shares (i.e.
minimum application size)
3 z 600 | 600/11.02=54.45 shares

Application liable to be rejected as entitlement is less than
the minimum allotment size.

However, the successful applicants out of the total
applicants shall be determined by drawal of lots.

The basis of allotment shall be signed as correct by the Executive Director/Managing Director of BSE (Designated Stock
Exchange) and the public representative in addition to the Lead Manager and the Registrar to the Issue.

Despatch of Refund Orders

The Company shall ensure despatch of Refund Orders of value up to Rs.1500/- Under Certificate of Posting & Refund Orders
of value over Rs.1500/- and Share Certificates by Registered Post only. Further, adequate funds for the said purpose shall be
made available to the Registrar by the Company.

Interest in Case of Delay in Dispatch of Allotment Letters/Refund Orders

The Company agrees that as far as possible allotment of Equity Shares offered to the public shall be made within 30 days
of the closure of Public Issue. The Company further agrees that it shall pay interest @15% per annum if the allotment letters/
refund orders have not been dispatched to the applicants within 30 days from the date of the closure of the Issue. However
applications received after the closure of Issue in fulfilment of underwriting obligations to meet the minimum subscription
requirement, shall not be entitled for the said interest.
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BASIS FOR ISSUE PRICE

Qualitative Factors

1.

2
3.
4

The Company is into Newsprint and Kraft paper manufacturing based in Nagpur region in Maharashtra.

The promoters have 11 years of experience in paper manufacturing industry.

Fiscal incentives in the form of waiver of Sales Tax for its existing unit, has been granted to the company.

The domestic demand of newsprint and kraft paper augurs well for the company. The key demand drivers are the
overall economic growth, rising literacy levels in the country and increasing readership and circulation of newspaper.

Quantitative Factors

Adjusted Earning Per Share (EPS)

Year EPS Weight
2002-03 0.07 1
2003-04 1.02 2
2004-05 3.79 3
9 months ended 31.12.2005 (Annualised) 4.56 4
Weighted Average 3.17

Price Earning Ratio in relation to issue price of Rs 30/-

Based on 9 months ended 31.12.2005 (Annualised) of 4.56 6.58

Based on weighted average EPS of Rs 3.17 9.46

Industry P/E

Highest 40.50

Lowest 3.80

Average 10.60

Return on Net Worth

Year RONW (%)

2002-03 0.77% 1
2003-04 9.54% 2
2004-05 26.13% 3
9 months ended 31.12.2005 (Annualised) 21.41% 4
Weighted Average 18.39% -
Minimum Return on Total Net Worth after Issue needed to maintain

EPS at Rs 4.56 21.77%

Net Asset Value (NAV)

As at 31.12.2005 16.37

After issue 21.62

Issue price 30.00

Notes:

a.

The Earning per Share and the average return on net worth has been computed on the basis of the adjusted profits
and losses of the respective years drawn after considering the impact of accounting policy changes and material

adjustments/prior period items pertaining to the earlier years.
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b. The denominator considered for the purpose of calculating Earning per Share is the weighted average number of
Equity Shares outstanding during the year.

c. Net Asset Value Per Share represents Shareholder's Equity as per restated financial statements less miscellaneous
expenditure as divided by number of shares outstanding at the end of the period including shares adjusted for
share application money brought in.

Comparison of the accounting ratios of the issuer Company as mentioned above with the accounting ratios of the peer group
(i.e. companies of comparable size in the same industry) for the period ended ending 31t March 2005 is as follows. Information
for industry peers has been taken from Capital Market Vol. XX/24, Jan 30 — Feb 12, 2006. The following companies are in
similar line of business, however they have been classified in different segments as per the aforesaid source.

Peer Equity Capital Book Value Sales EPS P/E
(Rs Cr) (Rs) (Rs Cr) (Rs)
S| Paper Mills 7.50 37.40 91.40 5.50 6.80
Rama Paper 5.09 10.10 69.50 8.80 3.80
Nath Pulp & Paper 20.00 (59.8) 69.00 - -
Sh. Krishna Paper 8.05 21.70 68.00 1.60 9.80
Sirpur Paper 15.01 109.20 220.30 8.9 13.3
T N Newsprint 69.64 66.90 671.30 4.80 10.0
Yash Papers 20.67 18.20 25.80 0.80 -
Kalptaru Papers 4.47 16.6 31.60 2.7 11.20

(Source: Capital Market Vol. XX/24, Jan 30 — Feb 12, 2006)
Conclusion:

The equity shares are being issued at a price of Rs. 30/- per share. The issue price is 3 times the face value of the shares.
The pre issue book value of the shares as on 31.12.2005 is Rs. 16.37 per share. The average PE multiple of the industry/
sector is 10.6. The present issue of shares is at a PE multiple of 9.6 times based on Weighted Average EPS of 31-12-2005
which is lower than the average PE multiple in the industry. The minimum return on net worth required to be earned to
maintain pre issue EPS of Rs. 4.56 (Annualised) is 21.77% whereas the company has reported RONW of 21.44% (Annualised)
for the nine month period ended 31/12/2005. Taking into account the above qualitative and quantitative factors, the issue
price of Rs. 30/- per share is justified.
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TAX BENEFITS

To

The Board of Directors,
Malu Paper Mills Limited,
“Heera Plaza” 4th Floor,
Near Telephone Exchange,
Central Avenue,

Nagpur — 440 008

Re: TAX BENEFITS

We hereby report that the enclosed annexure states the possible tax benefits available to M/s Malu Paper Mills Limited and
it's shareholders under the current tax laws presently in force 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
the Company faces in the future, the Company may or may not choose to fulfill.

The benefits discussed below 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 professional tax advice. In view of the individual nature of the tax
concessions/ implications 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 the benefits have been/ would be met with.

The contents of this annexure are based on 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.

For, Demble Ramani & Co.
Chartered Accountants

Ashok Ramani
Partner
M.No. 30537

Date : 10/02/2006
Place : Nagpur

37



MALU PAPER MILLS LIMITED

STATEMENT OF TAX BENEFITS

The Company is advised that under the current tax laws, the following tax benefits, inter-alia will be available to the Company
and its shareholders.

1.

Under the Income Tax Act, 1961

A. The Company

1.

The Company is eligible under section 35D of the Income Tax Act, 1961 to a deduction equal to one-fifth of certain
specified expenditure, including specified expenditure incurred in connection with the issue for the extension of the
industrial undertaking, for a period of five successive years subject to the limits provided and conditions specified
under the said section.

The Company would be eligible for depreciation @ 15% on the cost of Plant and Machinery as per the provisions
of Income Tax Act, 1961. Further the Company would be entitled to depreciation @ 80% of the cost of Plant &
Machinery in the nature of energy saving devices and would also be entitled to depreciation on its other assets as
per Rule 5 of the Income Tax Rules, 1962.

As per provisions of section 32(1)(iia) of the Income Tax Act, 1961 the company would be entitled to additional
depreciation @20% of the actual cost of new Plant & Machinery during previous year ending on or after 31.3.2006
subject to the fulfillment of other conditions specified under the said section.

Under Section 115 JAA (1A) of the Income Tax Act, 1961 tax credit shall be allowed of any tax paid (MAT) under
Section 115 JB of the Act for any Assessment Year commencing an or after April 1, 2006. Credit eligible for carry
forward is the difference between MAT paid and the tax computed as per the normal provisions of the Income - tax
Act. Such MAT credit shall not be available for set - off beyond 5 years succeeding the year in which the MAT credit
initially arose.

The Shareholders
Resident Indians

Under Section 10(34) of the Income Tax Act, 1961 income earned by way of dividend on the shares of the company
is exempt from income tax in the hands of the shareholders.

Under Section 10(38) of the Income Tax Act, 1961 long term capital gains arising to the shareholder from transfer
of a long term capital asset being an equity share in the company (i.e. equity shares held for the period of more
than twelve months) and on which security transaction tax has been charged is exempt.

As per the provisions of section 111A of the Income Tax Act, 1961 tax on short term capital gain is charged to tax
@10% (plus applicable surcharge and education cess) provided the capital gain arises from the transfer of equity
shares of the company which are held for a period of not more than 12 months and on which security transaction
tax has been charged.

In case of individual or HUF being a resident, where the total taxable income as reduced by such short term capital
gain, is below the exemption limit, such short term capital gains will be reduced to the extent of shortfall and the
balance of said short term capital gain shall be subjected to a flat rate of income tax at 10%.

As per the provisions of section 112 of the Income Tax Act, 1961 the long-term capital gains arising from the
transfer of shares of the company being long term capital asset. other than as mentioned in point 2 above, shall be
chargeable to tax @ 20% (plus applicable surcharge and education cess) after indexation as provided in second
proviso to section 48, or @ 10% (plus applicable Surcharge and education cess) without indexation.

Long term capital gains as stated in point 4 above on sale of shares of the company shall be exempt from income
tax if such gains are invested in bonds/shares specified in section 54EC or section 54ED of the Income Tax Act,
1961 subject to the fulfillment of the conditions specified in the said sections. In the case of individual or HUF
members, exemption is also available u/s 54F subject to the fulfilment of the conditions specified in the said
section.

38



MALUPAPER

In terms of section 88E of the Income Tax Act, 1961 the securities transaction tax paid by the shareholder in respect
of the taxable securities transactions entered into in the course of his business would be eligible for rebate from the
amount of income-tax on the income chargeable under the head “Profit and gains of business or profession” arising
from taxable securities transactions subject to the fulfillment of other conditions specified under the said section.

Non-Resident Indians

Any income by way of dividends received on the shares of the company is entitled to be exempted u/s 10(34) of
the Income Tax Act, 1961.

In the case of Non Resident Indians taxability of long-term capital gains and short-term capital gains is similar to
resident Indians. Refer Para B.l.2 to B.l.5 above.

Further under Section 115E of the Income Tax Act, 1961 income by way of long term capital gains arising from the
transfer of shares (otherwise than as mentioned in Para B.l.2 and B.l.4 above) held in the company will be taxable
@ 10% (plus applicable surcharge and education cess) subject to the fulfilment of other conditions specified under
Chapter XII-A of the Income Tax Act, 1961. Further above said long term capital gains shall be exempt under
section 115F of Income Tax Act, 1961 subject to the fulfillment of other conditions specified under the said section.

Rebate of Securities Transaction Tax paid is available under section 88E of the Income Tax Act, 1961. Refer Para
B.1.6 above.

Foreign Institutional Investors (FlIs)

Any income by way of dividends received on the shares of the company is entitled to be exempted u/s 10(34) of
the Income Tax Act, 1961.

Under Section 10(38) of the Income Tax Act, 1961 long term capital gains arising to the shareholder from transfer
of a long term capital asset being an equity share in the company (i.e. equity shares held for the period of more
than twelve months) and on which security transaction tax has been charged is exempt.

Under Section 115AD(1)(iii) of the Income Tax Act, 1961 income by way of long term capital gain arising from the
transfer of shares (otherwise than as mentioned in 2 above) held in the company will be taxable @10% (plus
applicable surcharge and education cess). It is to be noted that the benefits of indexation are not available to Flls.

Short-term capital gains on transfer of securities shall be chargeable @30% (plus applicable surcharge and education
cess) as per clause (ii) to Section 115AD of the Income Tax Act, 1961. However in respect of short term capital
gain referred to in section 111A the applicable tax rate will be 10%.

Long term capital gains as stated in point 3 above on sale of shares of the company shall be exempt from income
tax if such gains are invested in bonds/shares specified in section 54EC or section 54ED of the Income Tax Act,
1961 subject to the fulfilment of the conditions specified in the said sections.

Venture Capital Companies/Funds

In terms of section 10(23FB) of the Income Tax Act, 1961 all venture capital companies/funds registered with
Securities and Exchange Board of India, subject to the conditions specified, are eligible for exemption from income
tax on all their income, including income from sale of shares of the company.

Mutual Funds

As per the provisions of section 10(23D) of the Income Tax Act, 1961 any income of Mutual funds registered under
the Securities and Exchange Board of India Act, 1992 or Regulations made thereunder or any other Mutual Funds
set up by Public Sector Banks or Public Financial Institutions or authorized by the Reserve Bank of India would be
exempt from income tax.

Under the Wealth Tax Act, 1957

All assesses are entitled to exemption from wealth tax in respect of the shares of the company as shares or
securities are not included in the definition of asset u/s 2(ea) of the Wealth Tax Act, 1957.
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3. Under Central Excise Tariff
In respect of the Capital goods and allied machinery being purchased for ongoing projects, the benefit of Cenvat
credit is available under Rule 4 of the Cenvat Credit Rules, 2004 subject to fulfilment of the conditions specified.

4, Under Service Tax
In respect of services availed for ongoing projects, the benefit of Cenvat-Service Tax is available under Rule 4 of
the Cenvat Credit Rules, 2004 subject to fulfillment of the conditions specified.

5. Under Export Import Policy
Import of Capital Goods under Export Promotion Capital Goods scheme (EPCG scheme) at Concessional rate of
duty subject to fulfilment of obligations.

Notes:

° All the above benefits are as per the current tax laws and will be available only to the sole/ first named holder in
case joint holders hold the Equity Shares.

° 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
nonresident has fiscal domicile.

° In view of the individual nature of tax concessions / implication, each investor is advised to consult his/her own tax

advisor with respect to specific tax concessions / implication of his / her participation in the scheme.

For, Demble Ramani & Co.
Chartered Accountants

Ashok Ramani
Partner
M.No. 30537

Date

: 10/02/2006

Place : Nagpur.
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. ABOUT MALU PAPER MILLS LIMITED

1. INDUSTRY OVERVIEW
Global Scenario

The development of paper industry and paper consumption levels is related to the GDP growth and literacy levels. The
industry is highly diverse, technical and capital intensive. Further, norms relating to environmental pollution such as in chlorine
free operations and tighter effluent treatment/discharge parameters etc have restricted rapid expansion of paper industry’s
capacity.

The demand for newsprint is estimated to have grown to 1.34 million tonnes in 2004-05 and is projected to grow at a CAGR
of 8.2 per cent over the next 5 years, reaching 2 million tonnes per annum by 2010. During the last 5 years (1999-2000 to
2004-05 period), newsprint demand increased at a CAGR of 8.6 per cent. Growth in demand for newsprint is in line with
strong GDP growth of 6.9 per cent during 2004-05. This, in turn, has resulted in an increase in advertisement and promotional
expenditure in the print media by corporates. “

Consumption of paper is closely linked to the economic development in the country. In India, the per capita consumption of
paper, though low, is gradually improving with domestic economic growth. The domestic demand for paper has been steadily
increasing over the years. It has grown from 4.85 million tonnes in 2001-02 to an estimated 5.79 million tonnes in 2004-05.
Demand for newsprint has also increased at a CAGR of around 9 per cent to nearly 1.34 million tonnes in 2004-05.

Source: CRIS INFAC PAPER ANNUAL REVIEW: JULY 2005

The following table depicts the per capita consumption of paper in various countries

Country Per Capita Consumption (kg)
India 6

Sri Lanka 6

Philippines 11

Indonesia 22

China 28

Thailand 34

Malaysia 101

Other Asian Countries 20

Over all (World) 54

Indian Scenario

The first paper mill in India was established in 1867 and the raw materials utilised were rags and wastepaper. Commercial
scale production was started in 1882 and the raw materials were again non-wood fibres, that is, Eulaliopsis binata and
Sacharum bengalense. The development of the fractional process of pulping bamboo at the Forest Research Institute, Dehra
Dun during 1922-24 provided an impetus to the pulp and paper industry in India and bamboo became the main raw material
for making various grades of paper.

Indian paper industry is the 15th largest in the world and provides employment to 1.3mn people in the country contributing
Rs 25 billion to the Government. The industry has recorded a volume growth of CAGR of 5.47% over the last 3 years. In
2003-04, it recorded a volume growth of 6%, in line with the GDP growth. Indian paper industry has a 1:1 correlation with the
economy. With the expected GDP growth of 6.9% for FY05 and 7-8% for FY06 as per RBI, the paper sector is expected to
record a similar growth rate.

The Indian paper industry has an installed capacity of 6.7mn tons while, the effective capacity is estimated to be lower at
6.15 mn tons. The industry produced 5.26mn tons of paper in 2003-04. Newsprint capacity in India is estimated at 1.12 mn
tons however, domestic production is only 0.59mn tons, while consumption of newsprint is 1.1 mn tons.
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Paper prices on an up trend

The Paper cycle has been on a global up trend since early 2003. However, progressive custom duty cuts and an appreciating
rupee kept domestic price increases under check. With the rupee starting to depreciate since the beginning of the year,
domestic prices have also started firming up in line with international trend. The prices are expected to sustain at high levels
for a year at least, as capacity utilization, has peaked and proposed expansions will not keep pace with demand growth in
the short term.

International pulp prices increased sharply in 2004 on account of increased demand from US and China resulting in an
increase of about 5% on an average in the domestic paper prices in India. While, internationally pulp (soft wood) prices have
increased by 7% in the last year. The pulp prices for domestic manufacturers are expected to decline with the international
trend. However, due to buoyant demand for paper, the paper prices are likely to remain firm.

Domestic Demand-Supply Scenario

The demand for paper is influenced by various macro-economic factors like national economic growth, industrial production,
promotional expenditure, population growth and the Government’s allocation for the educational sector. The following table
shows the historical and projected domestic demand-supply scenario for paper and paperboards.

Capacity and Production Trends

(009 tpa) Mo of mills)

1e9d-01 T881-5 109203 10304 1904-45 1968-00 2000-01 200102 200603 200304

. Capacity Procluctian e af mills

Source: CRIS INFAC
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Demand-supply forecast

(‘000 tonnes) 1999-2000 2000-01 2001-02 2002-03 2003-04 2004-05E CAGR!
(Percent)
Capacity (‘000 tpa) 6,400.0 6,676.0 6,909.0 7,039.6 7,290.0 7,501.7 3.2
Closed capacities 857.9 866.8 875.5 879.6 900.0 900.0 1.0
Effective capacity 5,542.1 5,809.2 6,033.6 6,160.0 6,390.0 6,601.7 3.6
Effective capacity
utilisation 75.6 80.4 80.1 82.8 86.5 88.9 3.3
Demand 4,359.6 4,614.3 4,853.6 5,151.8 5,452.0 5,789.9 5.8
Production 4,187.6 4,673.3 4,830.6 5,101.8 5,530.0 5,870.0 7.0
Imports 277.0 134.0 173.0 150.0 172.0 195.0
Exports 105.0 193.0 150.0 200.0 250.0 275.0 21.2
E: Estimate

1 CAGR for the period 1999 to 2004-05

Source : CRIS INFAC PAPER ANNUAL REVIEW: JULY 2005.

The demand for paper grew at a CAGR of 5.8 per cent over the last 5 years from 1999-2000 to 2004-05, whereas the
capacity grew at 3.3 per cent. With demand growing at a faster clip than supply, operating rates have been increasing and
were estimated to be around 85 per cent in 2004-05.

Producer-wise capacity and production trends

(‘000 tpa) 2003-04 | 2003-04 2003-04 2004-05 E | 2004-05 E 2004-05
Production |Capacity Capacity | Production | Capacity Capacity

Utilisation % Utilisation %

Ballarpur Industries Ltd 378 388 97 460 485 95
ITC Ltd 340 343 99 355 374 95
Hindustan Paper Corp Ltd * 323 335 96 325 335 97
Tamil Nadu Newsprint and Paper Ltd 182 230 79 185 230 80
Orient Paper and Industries Ltd 76 171 45 78 171 46
West Coast Paper Mills Ltd 164 158 104 174 164 106
Andra Pradesh Paper Mills Ltd 152 154 99 152 154 99
JK Paper 172 150 115 172 150 115
CenturyTextiles and Industries Ltd 125 122 103 125 122 103
Seshasayee Paper and Boards Ltd 117 115 102 116 115 99
Mysore Paper Mills Ltd 109 105 104 104 105 96
Sirpur Paper Mills Ltd 79 84 95 80 84 96
Shreyans Industries Ltd 53 66 80 53 66 80
Global Boards Ltd 5 57 8 5 57 9
Star Papre Mills Ltd 66 64 103 71 71 100
Balkrishna Industries Ltd 50 54 93 50 54 93
Pudumijee Pulp and Paper Mills Ltd 34 39 88 34 39 88
Nath Pulp and Paper Mills Ltd 31 38 80 32 38 84
Shree Vindhya Paper Mills Ltd 0 33 0 0 33 0
Rohit Pulp and Paper Mills Ltd 16 30 53 0 30 0
Pudumjee Agro Industries Ltd 15 19 78 15 19 81
Rama Newsprint & Paper Mills Ltd 57 132 43 102 132 77
Total of above 2,541 2,884 88 2,608 3,025 89

1 Hindustan Paper Corp Includes the capacity of subsidiary companies, Hindustan Newsprint and Nagaland Pulp & Paper Co.

Source : CRIS INFAC PAPER ANNUAL REVIEW: JULY 2005.
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Profitability of paper industry improved marginally

The domestic paper industry witnessed a healthy demand growth in 2004-05, which has resulted in improved margins at the
operating and net levels and ensured a better financial profile for paper companies. The improvement in margins in the last
2 years (2003-04 and 2004-05) was mainly on account of volume growth, which resulted in companies operating at higher
capacity utilization. Many companies have been able to hike the prices of paper to offset an increase in input costs.

Margins in the paper industry

{per cent)

— 1]}

Source: CRIS INFAC

Current Raw material scenario

There are three kinds of raw materials used in India to manufacture paper — wood/bamboo and wood pulp, agri-residues
like bagasse and waste paper. It is expected the prices of imported wood pulp and waste paper to rise in the medium term,
in line with the rise in global prices of paper. Pulp demand growth is expected to be higher than capacity expansion and
therefore pulp prices are not likely to decline in the interim period. However with new capacities already announced in
South America, China and Europe, pulp prices may weaken in the near term.

Hard wood/bamboo are likely to withess a lower price increases, especially from non-Government sources such as co-
operative farms. Paper companies using agricultural wastes such as bagasse could be affected due to lower sugar cane
production in the country. Managing raw material costs, therefore, would be a key factor in determining the profitability of
paper companies.

The Price Factor

Paper prices are expected to increase in the US, driven by a revival in the economy. In Asia, demand is mainly fuelled by
China. Domestic demand for paper, too, is expected to continue. With sustained demand domestic paper prices are expected
to remain stable. Given the kind of demand growth, paper companies will gain by growth in volumes.

Source: Business Standard.
Captive power consumption

Captive power is an integral part of a paper manufacturing facility in the organized sector and requires an investment of Rs
30-40mn per MW. Captive power is 1.5 to 3 times cheaper than Grid power and could result into annual savings of about
Rs10mn/MW. Most players in the industry have captive power generation facilities. The captive power capacity is expected
to grow steadily, which will help bring down the cost of production. However, rising coal prices and availability of coal are
key areas of concern.
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Paper prices are likely to remain firm for the next few years, inoculated against both an up tick in imports and flat consumption
by daily newspaper groups. Newsprint capacity is 20 percent of its peak and mills are expected to close or convert additional
facilities as they work to reignite earnings. Newsprint is also riding an inflation wave. Higher costs for fiber, energy,
transportation and labour have all contributed to inflationary expectations. An improving advertising market, a robust European
market and rising demand from Asia and Latin America are keeping mills’ operating rates and prices healthy.

KRAFT PAPER

International Prices not to drop in a hurry

Kraft paper is brown paper that is commonly seen in the form of brown bags, cartons, etc. It is largely used to manufacture
corrugated boxes, bags, sacks, etc. However, corrugated boxes account for 85-90 per cent of the total demand for kraft paper.
Demand for kraft paper depends on the growth in consumer durables, the manufacturing industry, horticulture, FMCG and
other such sectors.

Major players
(% of Market Share)

2003-04 E 2004-05 E
Andra Pradesh Paper Mills Ltd 0.72 1.87
ITC Ltd 1.56 0.97
Khatema Fibers Ltd 1.70 1.70
Orient Paper & Industries Ltd - -
Seshasayee Paper & Boards Ltd 0.68 0.39
Star Paper Mills Ltd 3.57 3.53
The Mysore Paper Mills Ltd 0.39 0.32
The Sirpur Paper Mills Ltd 0.02 0.01
Yash Paper Ltd 1.66 1.44
Total of above 10.30 10.23
Total 100.00 100.00

Source: CRIS INFAC Annual review on the Paper Industry june, July 2005

In the Kraft paper segment, small players in the unorganized market account for the largest market share (nearly 85-90 per
cent). Larger players such as Andhra Paper, ITC, Seshasayee, etc have a limited market share. Among the larger players,
Star Paper has the largest share of around 3.5 per cent.

Demand drivers

The demand for Kraft paper depends on the growth of industries such as FMCG, textile, consumer durables, horticulture and
others. Also, growth in exports is one of the key drivers.

NEWSPRINT

‘Newsprint’ is a special type of paper used for printing newspapers and magazines. It is coarse, light and strong. There are
basically two types of newsprint-standard and glazed. In general, standard newsprint is lower in price and quality, and used
for printing ordinary newspapers and magazines. Glazed newsprint is higher in price and quality, and requires superior
coating and finishing technology. It is used for printing the glossy colour sections of newspapers and magazines.

Domestic Newsprint Industry

There was no indigenous capacity for newsprint in India till 1955. The entire requirement of newsprint was imported under
OGL. The manufacture of indigenous newsprint commenced with the setting up of National Newsprint and Paper Mills (NEPA),
which had a capacity of manufacturing 88,000 TPA in 1956. In the 1980s, the Number of mills increased from one to five and
capacity increased to 330,000 TPA.
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In 1989-90, the government permitted the private sector to manufacture newsprint, which resulted in an increase in the
supply of indigenous newsprint. Newsprint units based on non-conventional raw materials such as straw and bagasse were
exempt from holding an industrial license. (However, producers had to file for an Industrial Entrepreneur Memorandum). In
1990-91, companies expanding their capacity to over 20,000 TPA were allowed to manufacture newsprint from their additional
capacities.

Newsprint market accounts for nearly 16 per cent of the total paper market

The market size of the Indian newsprint industry in 2004-05 is estimated at around Rs 39 billion, with a capacity of 1.1 million
tonnes. The total market size of the domestic paper industry is around Rs 211 billion. Thus, newsprint accounts for around 16
per cent of the total market.

Newsprint Market Size
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The market size of the newsprint industry has grown over the last few years from around Rs 20.0 billion in 1999-2000 to Rs
33.8 billion in 2004-05. However, nearly 50 per cent of it is accounted for by imports.

Demand

The demand for newsprint is estimated to have grown to 1.34 million tonnes in 2004-05 and is projected to grow at a CAGR
of 8.2 per cent over the next 5 years, reaching 2 million tonnes per annum by 2010. During the last 5 years (1999-2000 to
2004-05 period), newsprint demand increased at a CAGR of 8.6 per cent.

Growth in demand for newsprint is in line with strong GDP growth of 6.9 per cent during 2004-05. This, in turn, has resulted
in an increase in advertisement and promotional expenditure in the print media by corporates.

Supply

The production of newsprint stood at around 278,000 tonnes in 1990-91 and is estimated to have grown to about 627,227
tonnes in 2004-05. There was an increase of about 9 per cent as compared to the production in 2003-04, primarily brought
about by the spurt in production in the last 2 months of the year.
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Production of Newsprint: 2004-05
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Newsprint set to explode

Paper mills producing paper conforming to Bureau of Indian Standards (BIS), standards for newsprint and supplying
satisfactory quantity to newspapers are considered for inclusion in Schedule to the Newsprint Control Order, 2004. There are
at present 73 mills, (2 in Central Public Sector, 2 in State Public Sector and 69 in Private Sector) with an annual installed
capacity of about 12.70 lakh tonnes listed in Schedule to the Newsprint Control Order, 2004 as mills manufacturing newsprint
paper.

Capacity, Production & Imports of Newsprint

(Rs. in lacs)
Year Installed Capacity Production Import
2001-02 12.04 6.20 4.44
2002-03 12.25 6.27 5.20
2003-04 12.69 6.88 7.39
2004-05 13.02 5.30 3.91
(Upto Dec, 04) (Upto Oct, 04)

Source: CMIE
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2. BUSINESS OVERVIEW

MPML, the flagship company of Malu Group, was incorporated on 11th January 1994 as “Malu Solvex Limited”. Subsequently
the name was changed to Malu Paper Mills Ltd. w.e.f. 24th April 1998. The registered office of the company is situated at
Heera Plaza, Central Avenue, Nagpur, Maharashtra. The Company is involved in the manufacture of Kraft Paper and Newsprint.
The first paper machine of the company has commenced production in the year 1996 with a capacity to produce 5940 TPA
of Kraft papers, which later on with gradual up gradation and modification has been increased to 8250 TPA. Considering the
vast potential, MPML has also set up one more unit at the same location to produce 19800 TPA of Newsprint in 2001. The
plants are running successfully and generating cash profits since its inception

The company is operating in a highly competitive market and the strategy is to enhance revenues through taking advantage
of its inherent strengths and business dynamics. A highly qualified and competent team, robust R&D facilities, quality control
and a strong financial structure provides the necessary platform to give impetus to the company’s objectives. The management
team is one of the best in the industry with most of them having an experience of about 11 years in the paper industry.

Main Object

The company’s focus is to increase its revenues and improve its bottom line through:

° Reduce costs by better management of funds and improved internal control systems.

o Adding additional capacity of Newsprint to have a substantial market share in newsprint segment.
° Better realizations for its existing products

Location of the Plants

The existing plant is located in Saoner Taluka of Nagpur District about 30 Km from Nagpur on the Napgur — Bhopal National
Highway in Vidarbha Region of Maharashtra a notified “D+" Area by government of Maharashtra thus the company has been
granted incentives as notified in Package scheme of Incentive 1993 by Government of Maharashtra. Indigenous Raw Material
for the unit is procured locally i.e. from within and around Nagpur City itself.

MANUFACTURING PROCESS-NEWSPRINT

Malu Paper Mills Ltd shall be manufacturing newsprint as per item no. 2(1 a) of order no. 577(e) dt. 31/07/1992 under Section
3(6) of the Essential Commodities Act, 1955.i.e. to say “white printing paper (excluding laid marked — paper) manufactured
out of raw material furnish containing deinked recycled waste paper conforming to Indian standard requirements for newsprint
paper specified by the bureau of Indian standards.”

For the manufacture of newsprint by recycling waste paper a deinking plant is required for improved brightness. Malu Paper
shall be manufacturing premium quality grade newsprint with the deinking method. The newsprint manufactured is of 58% to
62% brightness with waste papers as raw material.

The detailed process is as under:
RAW MATERIAL:

The process described below contains process to produce premium grade newsprint and/or standard writing printing grade
from recycled paper like ONP, MOW, CBS, OMG, office waste, coated book stock etc.

CHEMICALS:
The following chemicals are required in the pulping operation:

o Sodium hydroxide (NaOH) is used to swell the fibers and separate ink particles.
o Hydrogen peroxide (H202) is used to prevent color degradation caused by the action of sodium hydroxide on fiber

° Sodium silicate (Na2SiO3) and a chelating agent (DTPA) are used to prevent the decomposition of hydrogen
peroxide.

The following chemicals are used in the flotation and filtrate clarification operations:

o A surfactant (soap) is used to keep the dispersed ink in suspension and prevent redeposition.
° A coagulant and a flocculent increase the particle sizes through agglomeration and facilitate their removal.
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The following chemicals are used in the hydrogen peroxide bleaching stage
° Sodium hydroxide

° Hydrogen Peroxide

° Sodium silicate, DTPA

The Chemicals used in the reductive bleaching stage are

o Sodium hydrosulfite or Hypochlorite bleaching can be used.

Process of Paper Making
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PULPING:

The bundles/bales of raw material will be opened and charged into a high consistency (15%) batch pulper in order to avoid
excessive breakdown of easily dispersed inks and to reduce fiber damage.

The pulper will have a retention time of about 12-15 minutes (net pulping time) and will operate at a pH in the range of 9 to
10 at a temperature of 45 degrees C. The pulping temperature will be achieved by preheating the recycled water fed to the
pulper with live steam in a dedicated tank.

A chemical mixture, prepared in a mixing tank, will supply a mixture of the pulping chemicals (H202, NaOH, Na2SiO3,
DTPA) to the pulper to facilitate de-inking and prevent browning of the pulp.

The pulper will be equipped with a detrasher unit that will remove coarse and large rejects from the pulped mass as it is
discharged to a dump tank. The detrashing operation will take place on pulp at a lower consistency (4-5%) than the pulping
consistency.

HIGH DENSITY (COARSE) CLEANING

Pulp will be diluted to 3% at the discharge of the Continuous chest and will be pumped through a high density cleaner to
remove large particles that would not have been removed in the pulper detrasher (such as staples, broken glass, sand etc.)

The cleaner will be equipped with a rejects chamber (or junk trap) that will be sluiced clean at regular intervals into a rejects
box. Sluicing water and rejects will be collected on the detrasher rejects dewatering unit. Sluicing waters will be reused after
clarification.

Typical pressure drop across this type of cleaners is 1.4 kg/cm2 (20 psig). A recycle loop, returning part of the accepts stream
to the blend tank, will help maintain a constant feed flow, feed pressure and pressure drop across the unit.
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COARSE SCREENS

A multiple stage coarse screening system will be installed after the high density cleaner. The screens will be equipped with
baskets that will have perforated holes of about 1.8 mm diameter.

The screens shall operate at a consistency of 3% and remove large contaminants that will not have been removed by the
high density cleaner.

A multiple stage system minimizes the rejection of good fiber and concentrates the rejects. It also protects the pulp cleaners
downstream against excessive erosion.

Neither the high density cleaner nor the coarse screens have any impact on the removal of ink particles other than removing
a small statistical fraction corresponding to their overall reject rate.

FINE SCREENING

Fine screens will have baskets with slots of 0.15 mm. Three stages of screening will be required to minimize fiber loss.
FLOTATION CELL

Accepted pulp from the coarse screens will be diluted and pumped to the flotation cell.

Flotation cells use air and a surfactant (soap) as a means of separating ink particles, which adhere to the soap-air bubble
and rise to the surface. They are more efficient than washers in removing ink and stickies.

Soap promotes ink adherence to the air bubbles. The same chemicals as those added to the bales in the pulpers may also
be added in the flotation cells, if required, to maintain an optimum pH and prevent color reversion. Similarly, ash contained
in the slurry promotes ink removal.

Flotation is performed in multiple steps to maximize ink removal.

Collected ink and fine particles are removed with the foam produced in the flotation cell and discharged. The liquid falls into
a sludge tank, which receives, rejects from other unit operations and feeds a sludge dewatering press.

REVERSE AND FORWARD CLEANING

After coarse cleaning, coarse screening and flotation, the remaining contaminants in the pulp are very fine foreign material
(sand, crushed glass), contaminants lighter than water (such as plastics, Styrofoam, pulp flakes, stickies and glues), bundles
of un-separated fibers and fine ink particles. Each type of contaminant requires a different removal process adapted to the
particular contaminant.

Pulp is pumped from the primary flotation cell to two stages of reverse cleaners to remove the lightweight contaminants.
Feed tanks are installed ahead of each stage of cleaners to dilute the pulp to the cleaners consistency with filtrate from the
downstream pulp thickener.

Following reverse cleaning, three stages of forward cleaners separate fine solid particles that are denser than water. Accepts
are piped directly into the primary fine screen whereas rejects from the last stage are collected and sent to the sludge chest.

All cleaners operate at very low consistency (0.5 - 1.0%). Pulp is diluted with clarified filtrate from the pulp washer that is fed
with the primary fine screen accepts.

PULP THICKENING

After cleaning and screening, contaminants contained in the pulp are mainly very fine ink particles dispersed in the slurry.
Squeezing or displacing the water out of the pulp on a thickener can remove some of these particles.

The remaining ink must be mixed into the pulp and well blended so that it does not appear as specs under the microscope
or agglomerate to present dark spots on the final product.

The pulp thickener i.e. a disk filter which uses its own filtrate, as well as mill water to wash off ink particles and clean the filter
disks. Accepted pulp from the primary fine screen is piped to the filter where it is washed and thickened to about 12%
consistency. A repulper discharges it to the dispersion system.
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The washer filtrate is extracted in two steps. The first step removes a stream richer in fiber fines and particulates. It is called
the “cloudy” filtrate. As the mat forms on the disks, the water that is filtered out entrains fewer fines, which are retained on the
thicker fiber mat. This water is called “clear” filtrate.

Clear filtrate is filtered on a side hill screen to separate as much fiber as possible and the filtrate is used as shower water on
the washer. A second source of shower water is clear filtrate from the second bleaching stage thickener.

Cloudy filtrate is pumped to a clarifier to remove entrained ink and ash particles and is then reused for pulp dilution upstream
of the washer.

DISPERGING SYSTEM

Thickened pulp is discharged at 12% from the disk filter and conveyed to a screw press where it is dewatered to a consistency
of 25-30% to reduce the power required to blend the ink into the slurry.

Pressed pulp is fed into a kneader by a screw feeder. The shear force exerted on the pulp and ink particles disperses the ink
and blends it thoroughly into the pulp. Steam is added in the kneader to maintain a relatively high stock temperature during
dispersion.

PULP BLEACHING STAGE (PEROXIDE)

Bleaching chemicals (hydrogen peroxide, caustic soda and other chemicals) are best mixed at the inlet to the kneader.
There, they start reacting with the newly exposed fiber surfaces. The high consistency of the pulp in this unit ensures that the
chemicals are not too dilute and the higher temperature accelerates the reaction.

Pulp, at high consistency, drops from the kneader into a peroxide bleaching tower where the bleaching reaction is given
sufficient time (about 2 hours) to take place. Bleached pulp is then diluted at the bottom of the tower and is pumped to a
latency tank where it is diluted to 5% consistency. In this tank, the curl resulting from dispersion and high consistency storage
is allowed to unfold.

Sodium bisulphate is injected into the pulp at the suction of the pump feeding the latency chest. This chemical reduces
(neutralizes) any remaining unreacted hydrogen peroxide (about 0.005% on pulp) and prevents the degradation (oxidation)
of the Sodium hydrosulfite, a bleach chemical that is injected later into the pulp.

Pulp is diluted in the peroxide dilution tank and pumped at low consistency to a second (post-) flotation cell to remove ink
particles separated in the kneader and the peroxide bleach tower.

POST FLOTATION:

The stock after fine screening is diluted further before feeding to the primary MAC cell in the post flotation system where
further removal of left over ink particles is effected efficiently.

PULP THICKENER:

After the post flotation, the stock is directed to a de-aeration chest before being fed to the disc filter for thickening. The operational
features of the disc filter have been highlighted earlier.

REDUCTIVE BLEACHING

The stock thickening is processed through a heating screw before entering the reaction tube for reductive bleaching. Chemicals
like Sodium Bisulphate are used as bleaching agents in this stage.

WATER CLARIFICATION:

Water use being high in a de-inking plant, fresh water intake must be minimized and recycled water cleaned of suspended
solids must be used. Water clarification is performed in a dissolved air flotation (DAF) unit.

A coagulant mixture is prepared and injected into the cloudy filtrate to be clarified. Clarified water saturated with compressed
air is then injected into the cloudy filtrate just before the mixture is fed to the clarifier. The combination of coagulant and air
bubbles agglomerate the ink particles and other suspended solids and float them to the surface of the clarifier. A skimmer
skims off the solids and pushes them towards a sludge pump, which pumps them to the sludge collection tank. Clarified
water is pumped to storage for reuse in the deinking plant.
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PAPER MAKING AND CONVERSION:

The pulp received from the pulp mill is then forwarded to the suction of the fan pump and the same is passed through
pressure screen. Then it goes into head box. The head box distributes the stock and delivers the pulp suspension on to the
wire table. The wire table consists of foils, flat boxes, suction couch etc. and dewaters the stock.

The sheet is then transferred to the press section. The press section presses the paper sheet into a dryness of 40% before
it is fed to the dryer section. The paper is further dried over steam-heated dryers. These dryers are divided into various
groups.

The paper at about 6% moisture is finished through two single nips on a heated roll soft nip calendaring machine for achieving
good finish and then wound over pope reel. Finally the finished product is cut into the reels on rewinder as per required
sizes & after packing sent to BSR godown for dispatch.

The strength properties of manufactured paper shall confirm as per I1S: 11688:1999, which are the specification for newsprint.
The newsprint manufactured by Malu Paper Mills Ltd. shall be confirming to IS standards for newsprint.

SLUDGE DISPOSAL:

Sludge from the water clarifier as well as rejects from the various cleaning and screening stages are stored in a sludge
chest. A pump extracts the sludge and pumps it through a static mixer where it is blended with a coagulant before being
pressed in a centrifuge/belt press.

Pressed water is recycled to the clarifier whereas pressed sludge at consistency of 30-35% is conveyed by means of conveyors
to sludge bins.
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MANUFACTURING PROCESS- KRAFT PAPER

The bundles/bales of raw material is opened and charged into a continuous pulper through conveyor. Excess white water
from the paper machine duly clarified (in the fiber recovery system) is added in the pulper and the waste paper is slushed
to slurry form. The slurry is discharged continuously to a holding tank through a perforated screen plate behind the rotor of
the pulper. Heavy impurities like grit, a metal etc. is collected in a junk trap provided in the pulper trough and are drained off
periodically. Similarly, undissolved material like strings, synthetics etc. is retained in the pulper trough and removed manually
at regular intervals.

The slurry from the holding tank is pumped through a high-density cleaner where heavy material like pins, metal staples etc.
is removed and then through a turbo separator where both light and heavy impurities are removed. The light rejects from the
turbo separator is screened in a vibrating screen to recover usable pulp discharged with it and the same is re-circulated via
the holding tank. The cleaned pulp slurry from where fine sand and other impurities settles down. The clean pulp is then
thickened in a Decker thickener and stored in a storage chest. All storage and processing chests holding pulp is provided
with agitator to prevent the solids from settling.

The pulp from the storage chest is pumped to a storage chest where it is circulated by pump through a disc refiner. When the
pulp is refined to the required degree it is transferred to the final storage chest.

The refined pulp from the storage chest is pumped in batches to blending chests where chemicals and dyes are blended
with the pulp. The blended stuff is pumped to a receiving chest in batches from where it is continuously pumped to the
machine service chest. The machine service chest always remains full and overflow to the receiving chest.

The pulp slurry from the machine chest is pumped to a constant level box from where a regulated quantity flows to the inlet
of the primary centricleaner feed (Fan) pump and the excess overflow back to the chest. The inlet of the fan pump is also
connected to the rich white water silo. The pulp diluted to the required solids contents in the fan pump is cleaned in the
centricleaner system and operates in 3 stage i.e. the rejects of the primary stage is cleaned in the secondary stage the
accepts of which is circulated via the Fan Pump. Similarly the rejects of the secondary stage is cleaned through the tertiary
stage, accepts of which is re-circulated via the secondary stage and only the rejects of the tertiary stage is drained through
a dewatering screen. Accept of the primary stage centricleaner passes through the manifold into the paper machine head
box.

The pulp slurry entering the head box of the paper machine is discharged through two slice lips evenly across the width of
an endless wire cloth. The level of slurry in the head box is maintained so that the exit speed of the slurry through the slice
lips matches that of the wire cloth. Micro adjustment spindles adjust the opening between the slice lips. This ensures even
discharge across the width. The endless wire cloth is stretched between the breast roll below the head box and the couch
watering elements are placed below the top turn of the wire cloth. A forming board is placed below the wire cloth at the point
where the pulp slurry from the slice comes in contact with it. The drainage at this point is controlled and the sheet form action
commences. As the sheet formation continues, it itself acts as drainage media. The initial dewatering of the sheet takes place
while passing over stationery foils and rotating table rolls due to surface tension of water. The water drained during this stage
contains about 30% of the pulp fed to the head box and this rich white water is collected in a silo and recirculated through
the Fan Pump as mentioned earlier. The paper sheet at this stage has solid content of about 2.5% paper sheet at this stage
passes over suction boxes connected to a Vacuum Pump for further dewatering and taken off before the couch roll with solid
content of 18 to 20%. High-pressure water jets trim the edge of the sheet being formed in the wire cloth and the trimmings
are collected in a pit (Couch Pit) below the Wire cloth. If and when the sheet being taken off the wire part breaks the entire
sheet falls in the couch pit. The pulp from the couch pit is pumped to a thickener and the thickened pulp is recirculated
through the blending chests. The wire cloth is constantly cleaned by ordinary and high pressure oscillating showers.

The paper sheet taken off the wire part is carried on an endless felt and passes through a pair of rolls pressing against each
other (Press Section). The sheet is further dewatered and the water is drained through the felt. The felt is kept clean by
continuous low pressure and high pressure oscillating showers. The sheet after pressing has a solid content of about 36%.

Further moisture removal from the sheet takes place in the dryer section. The sheet enters the first dryer or the MG dryer
through an endless felt and kept pressed against the dryer by rubber covered by injecting steam inside it and removing the
condensed water. Also hot air is impinged on the sheet and the evaporated water vapour removed through a high velocity
hood installed over the MG dryer. Besides drying, the surface of the sheet coming in contact with the MG dryer is polished.
The sheet leaves the first dryer section with solid content of about 80%. The sheet is dried to about 95% solid content in the
2nd dryer (After dryer) which is similar to the first dryer but of smaller diameter and is installed in such a manner that the
opposite side of the sheet will come in contact with it.
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The paper sheet is reeled on reel shells of steel pipes on a drum reel and removed from the paper machine. The Paper is
finally slit to required width and rewound on paper cores on a slitter rewinder. The rolls of Kraft paper are then packed and
dispatched.

Captive Power Plant

The company shall be installing 6 MW of co-generation captive power plant. This would help in getting cheaper power than
Grid Power and would help in reducing substantial cost of production.

In any paper manufacturing industry steam is required to heat up the dryers, which in turn dry the paper passing through
their surface. To generate steam the mills install boiler in the utility section. The steam required heating up the dryer and
water for certain process application is generated at low pressure i.e. at a pressure ranging between 5 kg/cm?to 10 kg/cm?2.

For generation of power in Thermal Power Plant, steam is generated by heating up the water flowing in tubes situated in the
furnace of the boiler. This super heated steam when injected at a very high pressure on the turbine moves the turbine at the
requisite speed. The turbine moves the alternator coupled to it. The electricity is generated in the alternator and supplied to
the system. The spent steam, which has passed through the turbine, is condensed and reused for generating the steam. A
paper-manufacturing unit is a power intensive unit, which also uses steam for drying the paper. Therefore it becomes an
ideal situation to have a Co-Generation Captive Power Plant in a paper mill. The power plant boiler generates steam, which
runs the turbine to generate the power and spent steam is used in the process of paper manufacturing and then condensed.
Thus there is optimization of the energy cost for the mill. There are multiple benefits for a paper mill to have its own captive
power plant.

The benefits of a captive power plant are as under.
Continuous and uninterrupted power supply
Quality of power as per needs

Low cost of power

Free steam for the process

Superior quality of steam for the process
Optimization of energy bill

Optimization of energy resources
Technology

The company proposes to go in for recycle of waste paper technology using the Deinking process. This process is widely
accepted worldwide and plants as large as 4,00,000 TPA have been commissioned and running successfully recently.

Quality Control

The company has a comprehensive quality approach not just limited to the manufacturing process but also extended across
the entire division. The company ensures production of goods with uniform consistency confirming to accepted national and
international standards through the following initiatives:

Investment in cutting edge production assets

° Investment in superior testing techniques
° Compliance with prevailing national quality benchmarks
° Extension of the quality management responsibility from the quality Control Department to every member on the

shop floor
Research & Development (R &D)

The company has set up its own laboratory for quality control and further improvements in paper technology. Various trials
are undertaken in the laboratory to improve the quality and to reduce cost of production. The facilities available are for checking
the different parameter of paper, chemicals and raw materials.

The R&D activity would help the company to have the first mover advantage and introduce new technological innovations at
regular intervals, which can assist in cost control and improving efficiency.
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Collaboration

The company has not entered into any collaboration.

Geographies

Area wise break-up of domestic Sales for the for FY 04, FY 05 & for six months ended September 30, 2005 is a follow:

(Rupees in Lacs)

Particulars 30.09.2005 31.03.2005 31.03.2004
Maharashtra/Goa 1317.30 3086.70 2641.03
Uttar Pradesh 158.43 197.30 277.83
Bihar/Jharkhand/Orissa 248.76 158.30 185.34
Madhya Pradesh/Chattisgarh 377.81 235.58 243.33
Tamilnadu/ Kerala 243.48 276.86 502.04
Karnataka/Andhra Pradesh 140.01 292.67 137.19
Others 123.97 628.43 612.79
Total 2609.76 4876.34 4599.55

A. Infrastructure Facilities for raw materials and utilities like water, electricity, etc
Availability of Raw material

The main raw material for manufacture of Kraft and Newsprint is waste paper. Waste paper is procured either from the domestic
market or international market. In the domestic market there are established suppliers who have big collection centers as
well as small dealers who are operating in Local area.

In the International market, there are huge established suppliers, having agents in different parts of the world to market the
waste paper. The prices are normally quoted on a CIF, Mumbai port basis. Currently for the Newsprint unit up to 90- 95% of
the raw material used is procured from European Union or USA. For the Kraft unit the import content is about 30-35% and
balance from the local markets. The imported raw material for the Kraft paper is sourced from the Middle East, European
Union or the USA.

The domestic and international suppliers of raw materials for manufacture of Kraft and Newsprint are as follows:
(In Tonnes p.a.)

Sl. No Name of the Party Annual Turnover Supply to MPML
Local Suppliers
1 Shivji Ramji & Co, Mumbai 100000 4000
2 Asian Sales, Pune 50000 1000
3 Sujata Wastepaper, Nagpur 15000 1500
4 Lakhotiya Traders, Nagpur 15000 1500
International Suppliers
1 Community Waste Ltd, UK 120000 15000
2 X-pap recycling, UK 150000 5000
3 Van Gelder, Netherlands 480000 4000
4 J&H Sales, UK 300000 4000
5 Paper Link International, Dubai 150000 3000
Total 1380000 39000
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The Company has not entered into any arrangement for supply of raw materials with the suppliers of raw materials but on
the basis of the experience of the existing unit and relationship developed with the suppliers, the company does not foresee
any problem in procurement of raw material for a plant capacity of 150 TPD.. More over the plant will be located in Nagpur.
There is an Inland Cargo Depot (ICD) at Nagpur therefore all the formalities of Customs clearance, Clearing and forwarding
etc. are done at Nagpur and the import consignments are de-stuffed at the factory.

Power and fuel

Power for the existing unit is supplied from 132 KVA Saoner Sub Station, which is just 4 KM from project site. The line supplying
power at 33 KVA is erected specially for industries of this area. Kalmeshwar and Bhagimari substations are capable of supplying
power to this feeder line from the either end. Western Coalfield Ltd.’s open cast and inclined mines are also located on the
same feeder line. This ensures uninterrupted and quality power to the unit.

Power for the proposed expansion project will be supplied from the proposed 6 MW Captive Co-generation Power Plant.
Fuel such as coal and rice husk for the proposed expansion unit will be procured easily as the company is a pithead company.
There are abundant resources of coal available in and around the proposed site.

Water

Water, which is one of the important requirements of paper industry is abundantly available at site in the form of ground
water. The water level at site is very good as the Kolar River flows just 1000 meters away from the site. The present requirement
is 827 Cu m/day.

The proposed expansion unit shall draw water from MIDC and the ground water. The requirement for the proposed expansion
project is about 1500 Cum/day.

Manpower

The company has 85 employees on the payroll of its exiting plant. The manpower requirement of the proposed expansion
project is estimated at 181. The detailed break up is as given below:

Particulars Existing Proposed

A. Factory Staff & Labour

Plant Manager 1 1
Managers 3 10
Supervisor 10 30
Skilled worker/Mechanics/Electrician 25 45
Unskilled worker 20 30
Helpers 14 35

B. Administrative & Sales Staff

General Manager 1 1
Sales/Purchase/Accounts/Exim Manager 2 4
Accountant 1 2
Clerks 2 12
Typist/Computer Operator/Receptionist 2 4
Peons 3 6
Security Contract 1 1
Total 85 181

Compressed Air

The existing units have two compressors of 250 cfm at 7.5 bar. For the proposed project, there shall be four compressors of
rating 282 cfm at 7.5 bar. Total capacity shall be 1000 cfm. The above-mentioned compressors running at 90% efficiency will
work at 1015 cfm.
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Steam

Steam is required to heat up the dryers, which in turn dry the paper passing through their surface. The required steam is
generated at low pressure i.e. at a pressure ranging between 5kg/cm? to 10kg/cm?

In the proposed 6 MW captive co-generation power plant, this steam will be available as a free by-product.
Environmental Clearance

The paper plants are using waste paper recycle paper technology for manufacturing of paper. This itself caters to environmental
conservation more that any other industry. The Company is recycling the waste generated by the modern society and also
saving on the precious forest reserves or the green cover, as other wise the pulp generated from the forest wood would have
been used as raw material. This was one of the major factors in choosing the recycle paper technology for the company’s
project.

The company has been regularly following the norms laid by the board and has a full-fledged Effluent Treatment plant for
treating the Industrial Effluents generated by the process. The company has two different effluent treatment plants for the two
units. The treatment process is being done in three stages and as a result the process is able to reuse 90% of the treated
effluent (water) back in the process. The balance 10% of treated water is used for developing green belt in about 82 acres
of land.

A similar elaborate effluent treatment plant consisting of Primary, secondary, tertiary clarifier, Krofta, Decanter, Board Mill etc.
shall be provided to cater to the effluent generated in the proposed expansion project.

B. Products of the Company

The company is engaged in the production of Newsprint with a capacity of 19800 TPA and Kraft paper of 8250 TPA. The
company has decided to go in a new paper machine of 49500 TPA capacity of manufacturing premium quality Newsprint/
Writing Printing Paper. The company wants to tap the niche market where there are very few players in the market.

Approach to Marketing and Proposed Marketing Set-up

The Indian Paper industry is expected to grow at a CAGR of 6%, which is in line with the expected GDP, while the capacity
expansion by industry is only expected to be at a CAGR of 2.5%. As on date, the annual consumption of Newspaper, in the
country is about 14.5-15 lakh tonnes, whereas the production is only 7.5-7.50 lacs tonnes per annum. The balance quantity
is imported to make up the short fall.

The Company does not foresee any problem in marketing its products as the market for Newsprint is growing at a rate of
10%. The existing customers of the Company like Dainik Jagran & Lokmat are leaders in their respective segments.

The Company will follow the following the marketing strategy for increasing its market share.

° The Company will be producing the premium Newsprint, which is substitute to the imported newsprint as will be
cost effective, compared to the imported newsprint.

° The proposed product will not compete with the existing product produced by the Company.

° The Company will leverage its existing customer base, which the Company, at present is not able to service due to
capacity constraints.

EXPORT OBLIGATION

The company has an export obligation of USD 174,465.20 to be fulfilled within a period of 8 years.
COMPETITORS

The company faces competition from the following main companies:

a) Nepa Mills Ltd. — Present Capacity: 200 TPD

b)  Murli Agro Products Ltd. — Present Capacity: 80 TPD (Newsprint Division)

c) Madhya Desh Paper Mills Ltd. — Present Capacity: 55 TPD
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The above companies produce only lower category of newsprint. None of these companies are presently active in the premium
category of newsprint. With the proposed expansion, which will be an import substitute product, MPML will be the first
manufacturer of premium newsprint in Central India.

Strengths of the Company to Counter Competition

° With this expansion MPML becomes one of three units with a capacity to produce newsprint of over 200 TPD in
Central & Western India. The economies of scale and larger production will offer better scope of rate negotiations
with current customers.

° With this expansion MPML will be able to explore new customers especially in the premium grade newsprint.

° Machinery — De-inking Plant (DIP), being set up (sourced from Andritz OY, Finland — major equipment supplier for
pulp mills from up to 1000 TPD capacity) is a state-of-the-art equipment being introduced for the first time in India.
This will not only improve the quality of newsprint but also increase the yields at lower operational (power) costs.
This will substantially improve the competitive scenario for MPML.

° Presently companies, which operate and compete in Central India like with MPML are -Nepa, Murli Agro &
Madhyadesh Mills in lower category of newsprint. The expansion project of MPML will cater to premium category of
newsprint, where none of these players are presently active, making MPML the sole source of premium newsprint
in Central India.

BUSINESS STRATEGY

The company is operating in a highly competitive market and the strategy is to enhance revenues through taking advantage
of its inherent strengths and business dynamics. The company plans to increase the revenue in future through better
realisations, quality control, increased volume of sale and major expansions. Considering the existing competition in the
industry and future entrants, the company has focussed on the following strategies:

° A paper-manufacturing unit is a power intensive unit, which also uses steam for drying the paper. The company is
setting up a 6 MW coal based Captive Power Plant to rein in one of the major cost driver i.e. Power. Therefore it
becomes an ideal situation to have a Co-Generation Captive Power Plant in a paper mill where the spent steam
from the boiler is used to dry paper.

° Comprehensive quality approach for production of goods with uniform consistency conforming to accepted national
and international standards through investment in cutting edge production assets, investing in superior testing
techniques etc.

° The company intends to tap many big publishing houses and leading National and Vernacular dailies as due to the
limitation of capacity in the existing plant, the company has not been able to cater to their demand.

° The competitive strength of the company will increase considerably once all its manufacturing facilities are operational.

o To grow organically from innovative skills, shorter product development cycles and production of value added
products and having an insight into the changing consumer preferences.

° To grow inorganically by acquiring competing brands and mergers. It can give a new source of fresh ideas and
access to new markets.

° Increase its brand visibility and recall through advertisements and educating the consumers of its value added
propositions. The company plans to position itself as a major player in the newsprint segment offering a range of
qualities to its customers.

FUTURE PROSPECTS

The company looks at the future of the paper industry with optimism. Indian paper industry which was at the crossroad is
now recovering at a very fast pace. Use of paper is considered as an index of cultural growth. Key social objectives of the
government like eradicating illiteracy, making primary education compulsory etc. are very much positively co-related to the
paper industry. Indian Paper Industry growth rate is 6-7% per annum, which is among the highest in the world. The domestic
demand of paper, paperboard and newsprint has been forecasted to be 7.5 million tonnes by 2010 and 10.9 Million tonnes
by the years 2015-16 as per the experts group. Based on these factors, the company believes a significant scope of
appreciation in demand.
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Moreover, with the government’s thrust on Universal Elementary Education, demand for paper is set to increase manifold.
Under the scheme, the government has proposed to supply free textbooks to girls from families below the poverty line in
Classes IX and X in educationally backward blocks at a cost of Rs 6577.76 million for the Tenth Five Year Plan period.

Source: National Plan of Action-GOl

Installed Capacity & Its Utilization

The capacity utilisation of Newsprint & Kraft Paper is as follows:

Particulars Newsprint Kraft paper Total

Installed capacity (MT) (Proposed Expansion) 49500 - 49500

Installed capacity (MT) (Existing Unit) 19,800 8250 28050

In MT

Particulars 2004-05 2005-06 2006-07 2007-08 2008-09
(Actuals) (Estimated) | (Projected) (Projected) | (Projected)

Proposed Expansion

Newsprint

Installed capacity - - - 49,500 49,500

Capacity Utlisation - - - 70.00% 80.00%

Production - - - 34650 39600

Existing Unit

Newsprint

Installed capacity 19,800 19,800 19,800 19,800 19,800

Capacity Utlisation 94.83% 93.00% 93.00% 93.00% 93.00%

Production 18,776 18,414 18,414 18,414 18,414

Kraft paper

Installed capacity 8,250 8,250 8250 8250 8250

Capacity Utlisation 88.98% 88.00% 88.00% 88.00% 88.00%

Production 7340.46 7260 7260 7260 7260

Purchase of Property

MIDC has issued land allotment vide letter 5428/2005 dated 14/11/2005 for 3.20 Lac Sq M of land in the Saoner District of
Nagpur for its proposed expansion project of 49500 TPD at Nagpur. The company does not propose to purchase or acquire
any property, which belongs to the promoters or the relatives of the promoters to be paid for wholly or partly out of the

proceeds of the issue.

Key Industry Regulation

RNI is the key industrial regulator for Newsprint. The Company’s existing unit is already registered with RNI.

As the company manufactures paper used for newsprint the company has to adhere to strict pollution control norms as

stipulated under the various acts:

a)
pollution norms requirements.

b)

Power Project to trap dust particles from burnt ash/coal, to meet the air quality requirements.
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3. HISTORY AND CORPORATE STRUCTURE OF THE COMPANY
Incorporation and initial progress:

The company was incorporated on January 11, 1994 under the Companies Act 1956, as Malu Solvex Limited. The registered
office of the company is situated at Nagpur, Maharashtra. The name of the company was later changed to Malu Paper Mills
Limited on April 24, 1998.

The company belongs to the Malu group having interests in manufacturing & trading of electrodes, Manganese, Coal, Lignite,
Imported Coal, Mild steel ingots etc. other than Paper.

The first paper machine of the company has commenced production in the year 1996 with a capacity to produce 5940 TPA
of Kraft papers, which later on with gradual up gradation and modification has been increased to 8250 TPA

Considering the vast potential, MPML has also set up one more unit at the same location to produce 19800 TPA of Newsprint
in 2001. The plants are running successfully and generating cash profits since its inception. MPML has registered a gross
turnover of Rs. 4867 Lacs and PBT of Rs. 444 Lacs for the FY 2004-05.

The company has been granted incentives as notified in Package scheme of Incentive 1993 by Government of Maharashtra
for its existing units.

The unit is entitled to Deferment/exemption from payment of sales tax for 15 years subject to maximum of 125% of fixed
assets value. The Company is entitled to refund of Octroi duty/ entry tax subject to maximum of 100% of fixed capital investment,
payable/paid on import of all items.

The company now proposes to go in for a new paper machine line of 150 TPD capacity capable of manufacturing Premium
quality Newsprint. The company has already identified the machines for this project. The machine is capable of manufacturing
premium quality paper. The company wants to tap this niche market where there are very few players in the market. The
strength of the company lies in executing the project at low cost.

Important events in the history of the Company are as follows:

Year Events

1994 Company Incorporated as Malu Solvex Limited

1996 Production Commenced with a capacity to produce 5940 TPA of Kraft Paper.
1997 Production Capacity Increased to Produce 8250 TPA of Kraft Paper.

1998 Name Changed to Malu Paper Mills Limited

2001 Production Commenced with a capacity to produce 19800 TPA of Newsprint.

Main Objects of the Company as set forth in the Memorandum:

To carry on the business of manufacturers, buyers, sellers, importers and exporters and dealers in all kinds of classes of
paper, board, cardboard and pulp in all its branches, including mechanical or chemical pulp, rayon pulp, wood pulp, bamboo
pulp, fibrous pulp of all descriptions and cellulose pulp and all other varieties whatsoever including without any limitation,
writing paper, printing paper, absorbent without any limitation, writing paper, tissue paper, poster paper, cover paper, bloting
paper, filter paper, manifold paper, antique paper, ivory finish paper, coated paper, art paper, blank or bond paper, badami
brown or buff paper, bible paper, cartridge paper, cloth lined paper, asure laid and wove paper, cream load and wove paper,
grease proof paper, gummed paper, land made paper, parchment paper, drawing paper, Kraft paper, manilla paper, envelope
paper, tracing paper, sack paper, crape paper, vellum paper, water proof paper, carbon paper, sensitized paper, chemically
treated paper, litmus paper, photographic paper, flossy paper, emery paper, carbonless paper, insulating paper, cigarette
paper, past board, card board, straw-board, pulp board, leather board, mill board, card board, straw board, pulp board,
leather board, mill board, corrugated board, duplex and triplex board, plywood board, post cards, visiting cards, playing
cards, complimentary and fancy cards, advertisement boards, sign boards made of paper, board for similar materials, soda
pulp, mechanical pulp, sulphite pulp, sulphate pulp, semi-chemical pulp

To carry activities in all kinds of articles in the manufacture of which in any form, paper, board or pulp is used and to
manufacture, make and deal in all kinds of materials and substances that any be produced and/or recovered as bye-products
during the process of production of pulp, paper, board and other materials manufactured, processed or dealt in.
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Changes in the Memorandum of Association:

Since incorporation following changes have taken place in the Memorandum of Association:

Date of Amendment

Amendment

08-12-1995
29-01-1998
24-10-2000
25-12-2005
30-09-2005
30-09-2005

Increase in Authorised Share Capital from Rs.50.00 Lacs to Rs.250 Lacs.
Change of Name from Malu Solvex Ltd. to Malu Paper Mills Ltd.

Increase in Authorised Share Capital from Rs.250.00 Lacs to Rs.750 Lacs.
Shifting of Registered Office within the city.

Increase in Authorised Share Capital from Rs.750.00 Lacs to Rs.2000 Lacs.

Change in the Main Object Clause and alteration of Articles of Association by adopting new set|
of Articles.

The details of the capital raised are given in the section Capital Structure on page 9 of the Prospectus.

Subsidiaries of Malu Paper Mills Limited

The Company has no subsidiaries as on date.

Shareholders’ agreement

At present, there are no shareholding agreements between the Company and any other person.

Strategic Partners

The Company as on date has no strategic partners.

Financial Partners

The Company has no financial partners as on date.
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As per the articles of Association, the Company must have a minimum of three (3) and a maximum of twelve (12) directors.
As on date, the Company has 11 (eleven) directors.

4. MANAGEMENT

Board of Directors

The present Board of Directors comprises of the following members:

SL | Name, Designation, father’s Name, Date of Other Directorships
No | Address, Occupation Term, and age appointment
1. Mr. Bhanwarlal Malu Since Incorporation 1. None

Chairman

S/o Madanlal Malu

251, “ Kamala Sadan”
Dharaskar Road, Itwari, Nagpur
Occupation: Industrialist

Age: 81 Years

2. Mr. Punamchand Malu Since Incorporation 1. Malu Electrodes Pvt Ltd
Managing Director 2. Frontline Commercials Pvt Ltd
S/o Ramlal Malu
“Neelkamal”

1249, Central Avenue
Near Gandhi Putla
Nagpur-440 002
Occupation: Industrialist
Age: 54 years

3. Mr. Banwarilal Malu Since Incorporation 1. Narayan Coal Traders Pvt Ltd
Joint Managing Director Solar Carbon Pvt Ltd

S/o Bhanwarlal Malu 3. Wistaria Farms Pvt Ltd

251, “Kamala Sadan”
Dharaskar Road, Itwari, Nagpur
Occupation: Industrialist

Age: 45 Years

n

4, Mr. Damodarlal Malu Since Incorporation 1. Shree Sales Corporation Pvt Ltd
Non Executive Director 2. Marigold Farms Pvt Ltd
S/o Ramlal Malu
“Neelkamal”

1249, Central Avenue
Near Gandhi Putla
Nagpur-440 002
Age: 56 years

5. Mr. Purushottam Malu Since Incorporation 1. Shree Sales Corporation Pvt Ltd
Non Executive Director 2. Frontline Commercials Pvt Ltd
S/o Ramlal Malu
“Neelkamal”

1249, Central Avenue
Near Gandhi Putla
Nagpur-440 002
Age: 44 years
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SL
No

Name, Designation, father’s Name,
Address, Occupation Term, and age

Date of
appointment

Other Directorships

6.

Mr. Vasudeo Malu

Non Executive Director

S/o Bhanwarlal Malu

251, “Kamala Sadan”
Dharaskar Road, Itwari, Nagpur
Occupation: Industrialist

Age: 41 Years

Since Incorporation

Salasar Alloy & Steel Industries Pvt Ltd
Narayan Coal Traders Pvt Ltd

Solar Carbon Pvt Ltd

Wistaria Farms Pvt Ltd

rpownNPE

Mr. Ghasiram Malu

Non Executive Director

S/o Jhumarlal Malu

“Jai Laxmi Appt.”

Near Telephone Exchange
Central Avenue, Nagpur-440 008
Occupation: Industrialist

Age: 43 Years

Since Incorporation

None

Mr. Lalit Singh Mehta

Non Executive Independent Director
S/o Ulsasmalji Mehta

Gem House, 4" Floor

Hiranandani Garden

Powai- Mumbai

Occupation: Advisor

Age: 72 years

11.11.2005

None

Mr. Satyanarayan Rathi

Non Executive Independent Director
S/o Late Radhakrishna Rathi
“Shraddha”

51, East Wardhaman Nagar,

Near Radhakrishna Hospital, Nagpur.
Occupation: Industrialist

Age: 52 Years

11.11.2005

None

10.

Mr. Om Prakash Bhattad

Non Executive Independent Director
S/o Banshilal Bhattad

1, Bhurra Sahib Street,
Chennai-600002

Occupation: Tax Consultant

Age: 52 Years

11.11.2005

None

11.

Mr. Chandrakant Thakar

Non Executive Independent Director
S/o Late Jaydevshankar Thakar

77, Sadoday Complex

Near Gandhi Putla, Central Avenue
Nagpur- 440 002

Occupation: Advocate

Age: 69 Years

11.11.2005

1. R.S. Rekhchand Mohta Spinning & Weaving
Mills
2. Raman Distillers Pvt Ltd.
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Brief profile of the Directors
Mr. Bhanwarlal Malu

Mr. Bhanwarlal Malu, aged about 81 years, is the chairman of the Company. He has vast business experience of 35 years.
He started his business career as civil contractor in Rajasthan on Chambal Dam in the year 1965. Later on he shifted to
Nagpur in 1970 and started business of trading in Powerloom Dhoti. In 1972 he started business of supplying empty glass
bottles to various distilleries and then started supply of steam coal and lignite to industry in the year 1975. He was actively
involved in day-to-day business till 1990.

Mr. Punamchand Malu

Mr. Punamchand Malu aged 54 years is the Managing Director of the Company. He is looking after the Sales, Administration
& HR Department, ably assisted by respective department heads.

He worked as a commercial officer in a textile company for 5 years. Thereafter he joined the family business of coal trading.
He is engaged in the supply, trading and transportation of steam coal, lignite and imported coal for the last 25 years. Shree
Sales Corporation Pvt Ltd based in Nagpur, has been catering to coal demand of diverse industries such as Sponge Iron,
textile, yarn, synthetics, Bulk Drugs, FMCG, Chemical, Paper etc.

He is also the promoter of Sunflame Fuel Pvt Ltd, a unit located at Nagpur engaged in the processing of Manganese di-
oxide and Manganese Oxide.

Mr. Banwarilal Malu

Mr. Banwarilal Malu aged 45 years, is the joint managing director of the Company. He is looking after the Purchase, Production
& Finance, ably assisted by respective department.

He is engaged in the supply, trading and transportation of steam coal, lignite and imported coal for the last twenty years.
Narayan Traders based in Nagpur, has been catering to coal demand of diverse industries such as cement, textile, yarn,
synthetics, FMCG, Chemical, Paper etc. He is actively engaged in the planning & execution of the entire coal business.

Mr. Damodarlal Malu

Mr. Damodarlal Malu, aged about 56 years, is a non-executive director of the Company. He is a commerce graduate and
LLB. He started his career with service as a purchase officer in Indian Smelting & Ref. Co. Ltd. (a Birla Group Company). He
left the job after 15 years to join family business. He is engaged in supply, trading and transporting of steam coal, lignite and
imported coal for last twenty years. He is also a co-promoter of Shree Sales Corporation Pvt Ltd.

Mr. Purushottam Malu

Mr. Purushottam Malu, aged about 44 years, is a non-executive director of the Company. He started his business career at
the age of 20 years. He is currently engaged in supply, trading and transportation of steam coal, lignite and imported coal for
last twenty-five years. He is also a co-promoter of Shree Sales Corporation Pvt Ltd.

Mr. Vasudeo Malu

Mr. Vasudeo Malu, aged about 41 years, is a non-executive director of the Company. He is a commerce graduate. He is
engaged in supply, trading and transporting of steam coal, lignite and imported coal for last twenty years. He is the sole
proprietor of Narayan Traders, a proprietorship firm, based in Nagpur, which caters to fuel demand of diverse industries such
as Textile, Yarn, Synthetics, FMCG, Chemical, Paper etc. He is also co-promoter in Salasar Alloy & steel Industries Pvt Ltd.

Mr. Ghasiram Malu

Mr. Ghasiram Malu, aged about 43 years, is a non-executive director of the Company. He started his business career at the
age of 20 years. He is engaged in supply, trading and transporting of steam coal, lignite and imported coal for last twenty
years. He is the proprietor of Bharat Enterprises, based in Nagpur.
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Mr. Satyanarayan Rathi
He is an independent director on the Board of the Company.

He is a commerce graduate and has been engaged in trading, transportation & supply of coal for the last three decades to
various industries and bricks manufacturers in Maharashtra, Karnataka and M.P. He is an ex-director of M/s Tuwani Processors
Pvt. Ltd. Ichalkaranji.

He has been President of Central India Coal Dealers Association, Nagpur, Director and Ex-chairman of Mahesh Co-operative
Credit Society Ltd, Nagpur, Executive Member- Nagpur Nagar Maheshwari Seva Sangh.

Mr. Omprakash Bhattad
He is an independent director on the Board of the Company.

He is a commerce graduate and is a member of Institute of Chartered Accountants of India. He is a leading practitioner in the
field of Auditing and Taxation. He is regular contributor in taxation column of Pallava Times, Chennai.

He is a member of South India Rajasthani Chamber of Commerce

Mr. Chandrakant Thakar

He is an independent director on the Board of the Company

He is a graduate from Nagpur University, L.L.B from Nagpur University. He is an advocate, High Court and Supreme Court.
He is a director in R.S. Rekhchand Mohta Spinning & Weaving Mills, Hingaghat and Raman Distillers Pvt Ltd.

He is a past president of Income Tax Appellate tribunal Bar- association, Nagpur, advisor to Nag-Vidarbha Chamber of
Commerce. He is a vice president of Ramdeo Baba Engineering College, Nagpur

Mr. Lalit Singh Mehta
He is an independent director on the Board of the Company
He is a postgraduate in Organic Chemistry, postgraduate in Fibre technology from Czechoslovakia.

He is actively associated with Man Made Fibre Industry for the past 44 years. He is an ex-president of Century Rayon looking
after Production, Quality Control, engineering, Finance and Personnel functions. At present he is an advisor of Century Rayon.

He is the chairman of the governing Council of Birla College of Arts, Science and Commerce, kalyan. He is a recipient of
“Shramveer Award” for development of Viscose additives from the Govt. of India.

TERMS OF APPOINTMENT & COMPENSATION OF MANAGING DIRECTOR

Mr. Punamchand Malu was appointed as Managing Director in the General Meeting held on 25" April ‘2005 and payment of
remuneration to him w.e.f. 15t April 2005 for a period of 5 years on the terms & conditions as approved in the said meeting.
The proposal had been approved by the Board of Directors at it's meeting held on 2" April 2005. In accordance with the
resolution adopted at the General Meeting of the shareholders of MPML, he is entitled to withdraw his salary and benefits as
per his service conditions as stated hereunder:

1. The Company shall pay to the Managing Director during the continuance of this Agreement in consideration of the
performance of his duties, the following remuneration:

(@) Salary of Rs.40, 000/- (Rupees Forty Thousand only) per month including dearness allowance.

(b) Perquisites: The Managing Director shall also be entitled to the perquisites listed below, subject to the condition
that the perquisites listed under part —A” shall be limited to the annual salary of Rs. 4,80,000/- per annum.

PART — “A”
i) MEDICAL REIMBURSEMENT:

Reimbursement of expenses incurred for self and family subject to a ceiling of one month’s salary in a year or three
months salary over a period of three years .
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