CHEMCEL BIOTECH LIMITED

SECTION - |

DEFINITIONS, ABBREVATIONS & TECHNICAL TERMS

General terms

Term

Description

Act
“Chemcel Biotech”, “Company”,
“CBL", “Chemcel Biotech Ltd”

FEMA

HUF
NAV

OCB/ Overseas Corporate Bodies

PAN
PAT
RONW
SCRR
SSi
SEBI

SEBI Act
SEBI (DIP )Guidelines

The Companies Act ,1956
Unless the context otherwise requires, refers to Chemcel

Bio-Tech Limited, a company incorporated under the
Companies Act, 1956

Foreign Exchange Management Act, 1999, as amended, and
the rules and regulations framed thereunder.

Hindu Undivided Family
Net Asset Value

Overseas Corporate Body means and includes an entity
defined in clause (xi) of Regulation 2 of the Foreign Exchange
Management (Withdrawal of General Permission to Overseas
Corporate Bodies (OCB’s) Regulations 2003 and which was
in existence on the date of the commencement of these
Regulations and immediately prior to such commencement
was eligible to undertake transactions pursuant to the general
permission granted under the Regulations. OCBs are not
allowed to invest in this Issue.

Permanent Account Number

Profit After Tax

Return on Net worth

Securities Contracts (Regulations) Rules, 1957 as amended
Small Scale Industry

Securities and Exchange Board of India constituted under the
SEBI Act

Securities and Exchange Board of India Act, 1992 as amended

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

Issue related terms

Articles/Articles of Association/AoA

Term Description

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

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

Applicant Any prospective investor who makes an application pursuant

to the terms of this Prospectus

Articles of Association of Chemcel Biotech Limited
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Application Form

Auditors

Bankers to the Issue

Board/Board of Directors

BSE

CDSL

Co-Lead Manager
Compliance Officer
Depositories Act

Depository

Depository Participant
Designated Stock Exchange
Director(s)

Eligible Employee

Employee Reservation portion

Equity Shares

Equity Shareholders

First Applicant

Foreign Institutional Investors

Financial year/FY

GIR
GAAP

The form in terms of which the Investors shall apply for equity
shares of our Company

The Statutory Auditors of our Company, Mr.T.Nehru, Chartered
Accountant, Vijayawada.

Standard Chartered Bank, HDFC Bank Ltd , and Axis
Bank Limited

The Board of Directors of Chemcel Biotech Limited or a
committee thereof

Bombay Stock Exchange Limited , Mumbai
Central Depository Services (India) Limited
Ashika Capital Limited, Mumbai.

Mr. Shaik Rahmatullah, Company Secretary
Depositories Act, 1996 as amended

A Depository registered with SEBI under the SEBI
(Depositories & Participant) Regulations, 1996 as amended

Depository Participant as defined under the Depositories Act
Bombay Stock Exchange Limited, Mumbai
Director(s) of Chemcel Biotech Ltd unless otherwise specified

Permanent employees of our Company who are Indian
nationals based in India as of August 29,2008 and are present
in India on the date of submission of the Application Form. A
director of our Company, whether a whole time director, except
any Promoters or members of the Promoter group, part- time
director or otherwise as of August 29,2008 and based and
present in India as on the date of submission of Application
Form.

The portion of the issue being a maximum of 10,00,000 Equity
Shares available for allotment to eligible employees of our
Company on competitive basis.

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

Persons holding equity shares of our Company unless
otherwise specified in the context thereof

The applicant whose name appears first in the Application
Form

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

Period of twelve months ended 31 March of that particular
year

General Index Registry Number

Generally Accepted Accounting Practices
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ICRA

Issue price

Issue Size

Issue Opening date
Issue closing date

Issue Period

Issuer

I T Act

Lead Manager
Memorandum/Memorandum of
Association/MOA

Net Issue to the Public

NRI/Non-Resident Indian

NSDL
PAN

Prospectus

Promoters

QCD

ICRA Limited, with its registered office located at 1105, Kailash
Building Eleventh Floor, 26,Kasturba Gandhi Marg, New Delhi
110 001, being the IPO grading agency appointed pursuant to
Clause 2.5A of the SEBI DIP Guidelines

The issue price of Rs 16 per equity share of face value of Rs
10 each at which Equity Shares will be issued and allotted in
terms of the Prospectus. The Issue Price has been decided
by the Company in consultation with the LeadManagers

Issue of 1,54,00,000 equity shares of Rs. 10/- each at a price
of Rs.16/- per equity share (including a premium of Rs.6/-
per equity share) of Chemcel Biotech limited (hereinafter
referred to as “our Company” or “Issuer”) for cash aggregating
to Rs. 2464 Lakhs (“Issue”). The issue comprises a contribution
by Promoters, of 16,00,000 equity shares of Rs. 10/- each at
a price of Rs.16/- per equity share for cash aggregating to
Rs. 256 Lakhs (“Promoter’s Contribution Portion”), 10,00,000
equity shares of Rs. 10 each reserved for Eligible Employees
on competitive basis at a price of Rs. 16/- ( hereinafter
referred to as employee reservation portion ) and the net
issue to the public of 128,00,000 equity shares of Rs. 10/-
each at a price of Rs. 16/- per equity share for cash aggregating
to Rs.2048 Lakhs (“Net Issue to Public”) The Net Issue to the
Public would constitute 49.39% of the fully diluted post issue
paid up capital of our Company . The issue price is 1.6 times
of the face value of the equity share.

The date on which the Issue opens for subscription
The date on which the Issue closes for subscription

The period between the Issue opening & Issue closing date
and includes both these dates

Chemcel Biotech Limited
The Income Tax Act, 1961, as amended

Allbank Finance Limited , Mumbai

The Memorandum of Association of Chemcel Biotech Ltd.

The Issue less the Promoters Contribution and Employee
Reservation Portion

Non-Resident Indian, is a person resident outside India, as
defined under FEMA and who is a citizen of India or a Person
of Indian Origin under FEMA (Transfer or Offer of Security by
a Person Resident Outside India) Regulations, 2000

National Securities Depository Limited
Permanent Account Number

Refers to this document, in terms of which the present Issue
of Equity Shares is proposed

Mr. Kanuparthi Balakrishna Rao, Mr. Kanuparthi Trinadha
Vijaya Kumar and Mr. Kanuparthi Chandra Shekar Prasad

Quality Control Department
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Qualified Institutional Buyers or QIBs

RBI

Registered Office of our Company

Registrar/Registrar to the Issue
RoC

Retail Applicants/Retail Individual Applicants

Stock Exchange
US GAAP

Qualified Institutional Buyers: a. Public financial institution as
defined in section 4A of the Companies Act, 1956;b. Scheduled
Commercial banks;c. Mutual funds;d. Foreign Institutional
Investor registered with SEBI;e. Multilateral and Bilateral
development financial institutions;f. Venture Capital funds
registered with SEBI;g. Foreign Venture Capital investors
registered with SEBI;h. State Industrial Development
Corporations;i. Insurance Companies registered with the
Insurance Regulatory and Development Authority (IRDA);].
Provident Funds with minimum corpus of Rs. 2500 lakhsk.
Pension Funds with minimum corpus of Rs. 2500 lakhsl.
National Investment Fund set up by Resolution FNO. 2/3/
2005 DD 11 Dated Nov.23,2005

Reserve Bank of India

16-130/12, JRD Tata Industrial Estate, 3rd Cross Road
Extension, Kanuru, Vijayawada 520007

Bigshare Services Pvt. Limited

Registrar of Companies, Andhra Pradesh, 2™ Floor, Kendriya
Sadan, Sultan Bazar, Hyderabad 500195

Retail Individual Applicants (including HUFs) applying through
their karta) who have applied for Equity Shares for an amount
less than or equal to Rs.100,000 in any of the application in
the Issue.

BSE

Generally Accepted Accounting Practices of United States of
America

Company/Industry-related terms

Term

Description

Agrochemicals
Bio-Diesel
CiB
Formulations
IEM

PCB

TPD
Abbreviations
AIC

AGM

AS

ALLBANK
ASHIKA

Chemicals used in agriculture for combating pests
Oil extracted from the seeds

Central Insecticide Board

Mixture of various chemicals as defined by the CIB
Industrial Entrepreneur Memorandum

Pollution Control Board

Tons Per Day

Account
Annual General Meeting

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

AlIBank Finance Limited, Mumbai , Lead Manager to the issue

Ashika Capital Limited, Co-Lead Managers to the Issue
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APSRTC
AY

BIS
BSE
BSS
BPCL
BPLR
CAGR
CDSL
CIN
CSIR
CSMCRI

DBT
DDT
DIN
EBITD
EC

EGM
EU
EPS
Flls

FY
GDP
GIR Number
HDPE
HPCL
HSD
HUF

1P

IITs
IPO
I0C
INR/Rs.
Mb/d
MMT

Andhra Pradesh State Road Transport Corporation
Assessment Year

Bureau of Indian Standards

Bombay Stock Exchange Limited

Bigshare Services Private Limited, Registrar to the Issue
Bharat Petroleum Corporation Limited

Bank Prime Lending Rate

Compounded Annual Growth Rate

Central Depository Services(India) Limited
Company ldentification Number

Council of Scientific & Industrial Research

Central Salt and Marine Chemicals Research Institute,
Bhavnagar

Department of Biotechnology
Dichloro-Diphenyl-Trichloroethane

Director’s Identification Number

Earnings before interest, tax and depreciation

Emulsifiable Concentrate / European community /European
Commission

Extra-ordinary General Meeting
European union
Earnings Per Share

Foreign Institutional Investors registered with SEBI under
applicable laws

Financial year ended 31t March

Gross Domestic Product

General Index Registry Number

High Density Poly Ethylene

Hindustan Petroleum Corporation Limited
High Speed Diesel

Hindu Undivided Family

Indian Institute of Petroleum , Dehradun
Indian Institutes of Technology

Initial Public Offering

Indian Oil Corporation

Indian Rupees

Million Barrels per day

Million Metric Tons
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MMSCMD Million Metric Standard Cubic Meter Per Day
MOU Memorandum of Understanding

N.A Not applicable

NBB National Biodiesel Board

NBC National Biofuel Centre

NBRI National Botanical Research Institute

NGO Non- Government Organisation

NOVODB National Oilseeds and Vegetable Oils Development Board
NRE Account Non-Resident External Account

NRI Non-Resident Indian

NSDL National Securities Depository Ltd.

OECD Organization for Economic Co-operation and Development
PAN Permanent Account Number

PAT Profit After Tax

PBT Profit Before Tax

PBDIT Profit before Depreciation, Interest and Tax
PBIT Profit before Interest and Tax

PCRA Petroleum Conservation Research Association
P/E Ratio Price/Earnings Ratio

PRI Panchayati Raj Institutions

QIB Qualified Institutional Buyer

R&D Research and Development

RBI Reserve Bank of India

Sec Section

TBO Tree Borne Oilseeds

TNW Tangible net worth

TPD Tons per day

UNFCCC United Nations Framework Convention on Climate Change
USA United States of America

USAID US Agency for International Development
VAT Value Added Tax

WDP Water Dispersible Powder

Vi
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Glossary used in Bio Diesel Industry

Algae

B100.

Biobutanol

Biodiesel

Biofuel
Biomass

Bioreactor

BTL

By-product

Catalyst

Cetane number

Conventional biofuels

Emissions

Enzyme

Algae are primitive plants, usually aquatic, capable of
synthesising their own food by photosynthesis. Algae is
currently being investigated as a possible feedstock for
producing biodiesel

B100 is another name for pure biodiesel

Biobutanol is an advantaged biofuel that offers a number of
benefits over conventional biofuels. For example, biobutanol
has an energy content closer to that of petroleum so
consumers face less of a compromise on fuel economy. It
can easily be added to conventional petrol due to low vapour
pressure and can be blended at higher concentrations than
bioethanol for use in standard vehicle engines. DuPont and
BP are working together on a major project to produce
biobutanol

Biodiesel is a biofuel produced from various feedstocks
including vegetable oils (such as gilseed

The term biofuel applies to any solid
Biomass is biological material

A bioreactor is a vessel in which a chemical process occurs.
This usually involves organisms or biochemically active
substances derived from such organisms

BTL, or biomass-to-liquid,is a multi-step process which
converts biomass into liquid biofuels. BTL is also referred to
as second generation biodiesel production. There are many
different methods of BTL, but many processes include

Fischer-Tropsch, hydrogenation or pyrolysis.

A by-product is a substance, other than the principal product,
generated as a consequence of creating a biofuel. For
example, a by-product of biodiesel production is glycerine
and a by-product of bioethanol production is DDGS

A catalyst is a substance that increases the rate of a chemical
reaction, without being consumed or produced by the reaction.
Enzymes are catalysts for many biochemical reactions.

The cetane number is a measure of biodiesel’'s combustion
quality

Conventional biofuels such as bioethanol and biodiesel are
typically made from corn, sugarcane and beet, wheat or oilseed
crops such as soy and rape.

: Emissions are classed as any waste substances released
into the air or water.

: An enzyme is a protein or protein-based molecule that speeds
up chemical reactions occurring in living things. Enzymes act
as catalysts for a single reaction, converting a specific set of
reactants into specific products.

Vil
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FAME

Fatty acid:

Feedstock

Fischer-Tropsch

Fuel

Glycerine

GTL

Jatropha

Methanol

MTBE

Nitrogen Oxides

Palm oil

Petroleum

FAME, or fatty acid methyl ester can be created by a catalysed
reaction between fatty acids and methanol. The molecules
in biodiesel are primarily FAMEs, usually obtained from
vegetable oils by transesterification.

A fatty acid is a carboxylic acid (an acid with a -COOH group)
with long hydrocarbon side chains. Feedstocks are first
converted to fatty acids and then to biodiesel

A feedstock is any biomass resource destined for conversion
to energy or biofuel. For example, corn is a feedstock for
ethanol production, soybean oil may be a feedstock
for biodiesel and cellulosic biomass has the potential to be a
significant feedstock source for biofuels.

Fischer-Tropsch is one method of producing biodiesel, from
natural gas or syngas from gasified coal or biomass

A fuel is described as any material with one type of energy
that can be converted to another usable energy.

Glycerine is a liquid by-product of biodiesel production.
Glycerine is used in the manufacture of dynamite, cosmetics,
liquid soaps, inks, and lubricants.

GTL, or gas to liquid, is a refinery process which converts
natural gas into longer-chain hydrocarbons. Gas can be
converted to liquid fuels via a direct conversion or using a

process such as Fischer-Tropsch.

Jatropha is a non-edible evergreen shrub found in Asia, Africa
and the West Indies. Its seeds contain a high proportion of oil
which can be used for making biodiesel.

Methanol is an alcohol containing one carbon atom per
molecule, generally made from natural gas, with about half
the energy density of petroleum. Methanol is used as a
component in the transesterification of triglycerides to give
a form of biodiesel.

MTBE, or methyl tertiary-butyl ether, is created from methanol
and can increase octane and decrease the volatility of
petroleum. It is often used as a petroleum additive because it
raises the oxygen content of the fuel.

Nitrogen Oxides (NOx) are a product of photochemical
reactions of nitric oxide in ambient air, and are one type of
emission produces from fuels.

Palm oil is a form of vegetable oil obtained from the fruit of
the oil palm tree. It is a widely used feedstock The palm oil
and palm kernel oil are composed of fatty acids, esterified
with glycerol just like any ordinary fat. Palm oil is a widely
used feedstock for traditional biodiesel production.

Petroleum refers to any petroleum-based substance
comprising of a complex blend of hydrocarbons derived from
crude oil through the process of separation, conversion,
upgrading, and finishing, including motor fuel, jet oil, lubricants,
petroleum solvents, and used oil.

viii
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Pyrolysis

Pyrolysis oil

Rapeseed

RTFO

Second generation biofuels —

Syngas

Tallow

Transesterification

Pyrolysis is one method of converting biomass into biodiesel,
using heat.

Pyrolysis oil is a bio-oil produced by fast pyrolysis of biomass.
Itis a dark brown, mobile liquid containing much of the energy
content of the original biomass, with a heating value about
half that of conventional fuel oil. Conversion of raw biomass
to pyrolysis oil represents a considerable increase in energy
density and it can thus represent a more efficient form in which
to transport it.

Rapeseed (Brassica napus), also known as rape, oilseed rape
or (one particular artificial variety) canola, is a bright yellow
flowering member of the family Brassicaceae (mustard or
cabbage family). Rapeseed is a tradition feedstock used for
biodiesel production.

RTFO, or the Renewable Transport Fuels Obligation, is a UK
policy that places an obligation on fuel suppliers to ensure
that a certain percentage of their aggregate sales is made up
of biofuels. The effect of this will be to require 5% of all UK
fuel sold on UK forecourts to come from a renewable source
by 2010.

Although definitions vary, second generation biofuels are
usually considered to be biofuels produced from biomass or
non-edible feedstocks.

Syngas is a mixture of carbon monoxide (CO) and hydrogen
(H2) which is the product of high temperature gasification of
organic material such as biomass. Following clean-up to
remove any impurities such as tars, synthesis gas (syngas)
can be used to synthesise organic molecules such as synthetic
natural gas (SNG - methane (CH4)) or liquid biofuels such as
synthetic diesel (via Eischer-Tropsch synthesis).

Tallow is another name for animal fat, which can be used as a
feedstock for biodiesel production.

The name biodiesel has been given to transesterified
vegetable oil to describe its use as a diesel fuel. The
transesterification process involves mixing at room
temperature methanol (50% excess) with NaOH (100%
excess), then mixing vigorously with vegetable oil and letting
the glycerol settle (about 15% of the biodiesel mix). The
supernatant is biodiesel and contains a mixture of methylated
fatty acids and methanol
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SECTION Il : RISK FACTORS

1. CERTAIN CONVENTIONS; USE OF MARKET DATA

In the Prospectus, unless the context otherwise requires, all references to one gender also refers to the
other gender.

Unless the context otherwise requires, the financial data in this Prospectus is derived from our financial
statements prepared and restated in accordance with Indian GAAP and included in this Prospectus.
Accordingly, financial information relating to us is presented for the years ended March 31 2004, 2005,
2006, 2007 and 2008. Our fiscal year commences on April 1 and ends on March 31. In this Prospectus, any
discrepancies in any table between the total and the sums of the amounts listed are due to rounding-off.

There are significant differences between Indian GAAP and U.S. GAAP, accordingly, the degree to which the
Indian GAAP financial statements included in this Prospectus will provide meaningful information, is entirely
dependent on the reader’s level of familiarity with Indian accounting practices. Any reliance by persons not
familiar with Indian accounting practices on the financial disclosures presented in this Prospectus should
accordingly be limited. We have not attempted to explain those differences or quantify their impact on the
financial data included herein, and we urge you to consult your own advisors regarding such differences and
their impact on our financial data.

For additional definitions, see the section titled ‘Definitions and Abbreviations’ on page no. i of this Prospectus.
In the section titled ‘Main Provisions of Articles of Association of our Company’ beginning on page no.189 of
this Prospectus, defined terms have the meaning given to such terms in the Articles of Association of our
Company.

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

Statements included in this Prospectus which contain words or phrases such as “will”, “aim”, “will likely
result”, “believe”, “expect”, “will continue”, “anticipate”, “estimate”, “intend”, “plan”, “contemplate”, “seek
to”, “future”, “objective”, “goal”, “project”, “ should”, “will pursue” and similar expression or variations of

such expressions, that are “forward-looking statements”.

All forward looking statements are subject to risks, uncertainties and assumptions that could cause actual

results to differ materially from those contemplated by the relevant forward looking statement. Important

factors that could cause actual results to differ materially from our expectations include, among others: -

* General economic and business conditions in India and other countries

* Regulatory changes relating to our industry/sector in India and our ability to respond to them

e Price of raw materials our Company consumes and the products that our Company produces;

e Increased competition in the agrochemical and bio-diesel industry;

«  Our ability to successfully implement our strategy, our growth and expansion, technological changes,
our exposure to market risks that have an impact on our business activities for which funds are being
raised through this Issue;

e Company'’s ability to meet its capital expenditure requirements;

e Fluctuations in operating costs;

e Company'’s ability to attract and retain qualified personnel,

e Changes in technology;

* The monetary and fiscal policies of India, inflation, deflation, unanticipated turbulence in interest
rates, foreign exchange rates, equity prices, the performance of the financial markets in India and
globally, changes in domestic and foreign laws, regulations and taxes and changes in competition in
our industry;

* Changesinthe value of the Rupee and other currencies;
* The occurrence of natural disasters or calamities;
e Changes in the political situation in India.
For further discussion of factors that could cause our actual results to differ, see the section titled “Risk
Factors” beginning on page no.xii of this Prospectus. By their nature, certain market risk disclosures are
only estimates and could be materially different from what actually occurs in the future. As a result, actual
future gains or losses could materially differ from those that have been estimated. Neither our Company nor
any of their respective affiliates have any obligation to update or otherwise revise any statements reflecting
circumstances arising after the date hereof or to reflect the occurrence of underlying events, even if the
underlying assumptions do not come to fruition. In accordance with SEBI requirements, our Company , and
the Lead Manager will ensure that investors in India are informed of material developments until such time as
the grant of listing and trading permission by the Stock Exchange.

Xi
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3. RISK FACTORS

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

Prior to making an investment decision, prospective investors should carefully consider all of the information
contained in this Prospectus, including financial statements included in this Prospectus beginning on page
no.107 Unless stated otherwise, the financial data in this section is as per our financial statements prepared
in accordance with Indian GAAP.

Unless specified or quantified in the relevant risk factors below, we are not in a position to quantify the
financial or other implications of any of the risks described in this section.

Materiality:

The Risk factors have been determined on the basis of their materiality. The following factors have been
considered for determining the materiality:

a) Some events may not be material individually, but may be found material collectively.
b) Some events may have material impact qualitatively instead of quantitatively.
c) Some events may not be material at present, but may be having material impacts in future.

The risk factors are as envisaged by the management along with the proposals to address the risk, if any.
Wherever possible, the financial impact of the risk factors has been quantified

INTERNAL TO OUR COMPANY
1. Allegations and litigations by Rallis India Limited against the Company and its Promoters

Rallis India Limited (“Rallis”) has alleged that one of our Promoters and Managing Director Mr.K.T.Vijaya
Kumar was a former employee of Rallis and had worked as Regional Manager of Sales. Rallis has
alleged that Mr.K.T.Vijaya Kumar had recommended appointment of two firms i.e., Lakshmi Agencies
and Vaishnavi Agencies as Dealers of Rallis, even though the said firms did not have the credit worthiness
claimed by them. Rallis has further alleged that the said firms had siphoned sale proceeds received
instead of remitting such proceeds to Rallis. Further, certain cheques of the partnership firm Lakshmi
Agencies were dishonoured upon presentation for payment by Rallis. Rallis filed cases u/s 138 of
Negotiable Instruments Act agaisnt the partners of Lakshmi Agencies.

Rallis has further alleged that Mr.K.T.Vijaya Kumar had been a party to the incorporation of our Company
and thereby the code of conduct applicable to employees of Rallis.

An FIR was lodged on 19" January 2007 at Satyanarayana Puram Palice Station, Vijayawada by one Mr.
Ankur Sarma, an employee of C F R Limited against Mr. K.T. Vijaya Kumar. The FIR lodged against
him, alleging offences under sections 403, 405, 406, 408, 415, 420 read with Section 34 of Indian Penal
Code. The FIR was later transferred by the police to the Economic Offences Wing of Crime Branch,
Vijayawada Police which carried out an investigation in the matter and filed their report before the Court
of Chief Metropolitan Magistrate, Vijayawada. As per the investigation report the complaint filed by the
complainanthas been considered as “ a mistake of fact”. The Court of Chief Metropolitan Magistrate, Vijayawada
after considering the report has passed an order dated March 25, 2008 in terms of the report.

In the meantime, our Company had proposed a public issue of its shares in the year 2006 and filed a draft
prospectus with SEBI on April 19, 2006. Rallis filed a memorandum of objections setting out the pending
legal matters with respect to the Company and Mr.K.T.Vijaya Kumar had not been disclosed in the draft
prospectus.

In the light of the above developments and a change in the structure of the proposed project proposed
under the earlier draft prospectus.

Our Company withdrew the draft prospectus on July 14 2006, Rallis also addressed letters to several
agencies, including the present Co-Lead Manager - Ashika Capital Limited, levying various allegations

Xii
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against our Company and Mr.K.T.Vijaya Kumar.

Our Company filed a suit (No.12 of 2007) before the Iind Additional Senior Civil Judge, Vijayawada
urging the Court to restrain Rallis from addressing letters and defaming the Company and its Promoter.
The lind Additional Senior Civil Judge, Vijayawada granted an injunction order against Rallis restraining
it from making defamatory allegations against the Company and the Promoter. The interim injunction
was later made absolute by an order dated 5 ™ March 2007. No furher proceedings have been filed by
Rallis against the above order.

Aggreived by the conduct of Rallis, our Company also filed a criminal complaint (No:535/2007) before
the Ist Additional Chief Metropolitan Magistrate Court Vijayawada against Rallis and some of its officials
and Directors under sections 499 and 500 of the Indian Penal Code for criminal defamation. The court
issued summons against certain officials of Rallis requisitioning their attendance in the matter. Rallis and
such officials who were served the summons preferred a Criminal Petition (CRL petition N0:3917 of
2007) before the Hon’ble High Court of Andhra Pradesh requesting for quashing of the summons issued
and to stay the proceedings before the magistrate/tiral court. The Hon’ble High Court of Andhra Pradesh
passed an order granting stay on the proceedings of the trial court.

The above proceedings are currently at various stages before respective Courts and shall come up for
hearing in the normal course. For further details of these litigations, please refer to the sectin on “Outstanding
Litigations and Material Developments on 145 of this Prospectus.

Other Litigations filed against our Company

No. Particulars No. of cases / Amountinvolved
disputes where quantifiable
(Rs.In Lakhs)

Litigations against our Company
A) Civil Matters
1.| Civil cases against JFI Nil Nil

B) Indirect Tax (Sales Tax) Proceedings
2. Sales Tax cases 1 8.40

C)Direct Tax Proceedings
AY 2005-2006 1 16.00

C) Compliant filed under Section 138 of the Negotiable Instrument Act, 1881

1. | Criminal Complaint under section
138 and 142 of Negotiable Instrument Act, 1881 1 5.00

For further details of these litigations, please refer to the section on “Outstanding Litigations and
Material Developments on page no.148 of this Prospectus.

Risks related to proposed Bio Diesel Project:-

2.The Bio Diesel production /manufacturing is arelatively new concept to Indiaand itis yet to have
adefined market as compared to its contemporary conventional fuel .

Bio-diesel manufacturing is a novel concept and is in a nascent stage to have a defined market as compared
to other conventional manufacturing units manufacturing other products. Even though the product and
technology is new to India, it has already been proven in other countries such as USA, France, Germany,
Italy etc.

3.The project is significantly dependent on adequacy and timely availability of Jatropha seeds, the
extracts of which are used for the production of Bio Diesel. Non-availability or short supply of
these seeds would adversely affect the business of our Company.

Xiii
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Our Company is dependent on external suppliers for supply of Jatropha Seeds, main raw material for extraction
/production of bio-diesel. Our company has entered into agreement with M/S Jetro Petro Biotech Private
Limited , our Subsidiary company to procure and supply jatropha seeds to us.Our full requirement( 100%) of
the Jatropha seeds would be met from our subsidiary company only M/S Jetro Petro Biotech Limited (JPBL),
has entered into a nine-year seed procurement agreement with 179 farmers holding 2,200 acres of land , The
failure of the supplier to deliver the raw material in the necessary quantities or to adhere to delivery schedules
or specified quality standards, could adversely affect its business and its ability to deliver on time and at the
desired level of quality giving rise to contractual penalties or liability, for failure to perform contracts, and loss
of customers and damage Company'’s reputation, any of which could materially adversely affect its results of
operations. Also, the availability of this agricultural produce could be affected by various natural factors such
as inadequacy of rainfall, attacks from pests, natural calamities such as droughts or floods, non-availability of
water, etc.

4. The fund requirement of Rs.2040.15 Lakhs mentioned in the Objects of the Issue has not been
appraised by any bank or financial institution.

Our company is proposing to set up a Bio diesel manufacturing plant and also to expand the agrochemical
division at an aggregate cost of Rs 2040.15 lakhs constituting about 83 % of the issue size have not been
appraised by any bank, financial institution or other independent agencies and are based on our management
estimates. For details please refer to the “Objects of the Issue” on page no.28 of this Prospectus. In view of
the competitive nature of the industry in which we operate, we may have to revise our management estimates
from time to time and consequently our funding requirements may also change. This may result in the
rescheduling of our project expenditure programmes and our results of operations may be adversely impacted.

In terms of Clause 8.17 of the SEBI DIP Guidelines, 2000, there is no requirement of Monitoring Agency. Our
Board will monitor the utilization of the proceeds of the Fresh Issue. Pursuant to Clause 49 of the listing
agreement, our Company shall on a quarterly basis disclose the uses and application of the proceeds of the
Fresh Issue. We will disclose the utilization of the proceeds of the Fresh Issue under a separate head in our
balance sheet till such time the proceeds of the Fresh Issue have been utilised, clearly specifying the purpose
for which such proceeds have been utilized. We will also, in our balance sheet till such time the proceeds of
the Fresh Issue have been utilised, provide details, if any, in relation to all such proceeds of the Fresh Issue
that have not been utilized thereby also indicating investments, if any, of such unutilized proceeds of the
Fresh Issue.

5.The success of the Bio diesel plant is dependant on the Bio diesel /bio fuel purchase policy and the
blending norms to be fixed by the Government from time to time .

The Ministry of Petroleum and Natural Gas, India has notified a Bio-diesel Purchase Policy, which provides
for purchase of bio-diesel by oil marketing companies at the rate of Rs 25 per litre (inclusive of taxes/
duties/transportation cost) with effect from January 1, 2006, at about 20 purchase centers in 12 states. The
suppliers should have the capacity to supply minimum 10KL per tanker of bio-diesel meeting prescribed
BIS specifications and should be registered with the state level coordinator of oil companies. The blending
of bio-diesel at a maximum of 5 percent will be undertaken initially at these 20 centers depending on its
availability. Any downward revision in the purchase price of bio diesel by the Government may adversely
affect the profitability of the company.

6. Inadequate Jatropha plantation will impact ability to provide sustained supply of raw material

The supply of biodiesel is contingent upon the Jatropha plantation programme undertaken by the Government.
A considerable portion of the programme has been made part of initiatives of rural employment scheme and
forest management programmes. However, the progress of these schemes is slow. The jatropha plantation
after accounting for the initiatives by various states and private players is estimated to be less than 0.5 million
hectares in 2007-08. Though the land for cultivation of jatropha has been identified, large scale plantation
would require the involvement of farmers, self help groups and panchayati raj institutions.A large scale plantation
of jatropha is imperative, as it can ensure sustained availability of biodiesel .Inadequate and sustained
availability of Jatropha seeds may adversely affect the profitability of the company

7. Shifting of cultivation of Jatropha plants from waste lands to fertile agricultural lands may adversely
affect the country’s food security
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The Jatropha plants are proposed to be grown in waste land areas.The farmers may resort to cultivation of
Jatropha in fertile agricultural lands if it is more remunerative than the cultivation of food crops and that may
seriously impact country’s food security. If that happens Government may regulate the area under jatropha
cultivation to maintain the food balance. This may in turn lead to scarcity of jatropha seeds leading to
increase in the prices of Jatropha seeds, the raw material for our bio diesel plant and that will have negative
impact on the profitability of our company.

8. We have not placed orders for certain plant and machinery, equipments, etc.amounting to Rs.542
Lakhs as stated in the section titled ‘Objects of the Issue’ beginning of this Prospectus and any
delay in placing such orders may delay the implementation schedule.

Our Company intends to use the net proceeds of the Issue to, among other things, to set up bio diesel plant
and the cost of plant and machinery, to be procured indigenously is Rs 542 lakhs which constitutes about
22 % of the issue proceeds. For details of plant and machinery to be purchased please refer to the
“Objects of the Issue” on page no.28 We have not yet placed orders for any plant and machinery . Any
increase in prices of the plant and machinery may adversely affect our estimates of project cost.. Accordingly,
prospective investors in the Issue will need to rely upon the judgment of our management with respect to
the use of proceeds in this respect. In the event we are unable to enter into arrangements at favourable
terms and conditions, as expected and assumed by us, or in a timely manner. Any difficulties in obtaining
timely support of plant and machinery may adversely imact the implementation of the projects. In the
event we are unable to enter into arrangements at favorable terms and conditions, as expected and
assumed by us, or in a timely manner or at all, we may not be able to reap the expected benefits from the
net proceeds of the Issue and our financial results may suffer.

9. Rise in cost of raw material may adversely affect the financial performance of our Company

If the costs of Jatropha seeds were to rise due to factors such as rises in input and commodity prices or
shortages in supply, and our Company is not able to recover these costs through cost saving measures
elsewhere or by increasing the prices of bio-diesel, its results of operations could be adversely affected. As
such, should cost of materials rise, our Company can provide no assurance that it will be able to pass on
any additional costs to its customers, and accordingly its results of operations might suffer. The success of
biofuels programme depended on the price at which they are produced. The cost of production should be
lower than fossile fuel cost.

10.Absence of entry barriers into Bio-diesel production may attract many players from both
organized and unorganized sectors which will escalate competition and resultant price pressure
on the products.

There are no entry barriers for setting up Bio-diesel unit. Due to no entry barriers, many players from the
organized as well as the un-organised sector may enter this industry. The entry of these players may result
in competition and resultant price pressure on the products.

11.0ur Company is promoted by first generation entrepreneurs having no prior experience in Bio
diesel business, which is unrelated to the present business activities of our Company; the investors
will be subjected to all consequential risk associated with such ventures.

Our Promoters and management include persons who are first generation entrepreneurs. Pursuant to the
issue, our Promoters and management are required to comply with various statutory and regulatory filings
and disclosures which expose them to risks which may lead to penal and other consequences.

Risks internal to the Company:

12. Our Company has a pending sales tax dispute case before the Hon’ble High Court, Andhra
Pradesh, involving a sum of Rs.8.40 lakhs and if the decision is not in our favour it could impact
our cash flows.

The Commercial Tax Officer, ( CTO) ,Vijayawada by an order dated March 25, 2006 has assessed the
total tax payable to be Rs. 32.10 lakhs for the assessment year 2002-03 out of which the Company has
already paid Rs.23.70 lakhs . Our Company has obtained a stay under an order dated September 13,
2006 in WPMP 23787/2006 in WP 16932/2003 from the Andhra Pradesh High Court against the order of
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the CTO demanding the remaining amount of Rs.8.40 lakhs . No further proceedings have taken place in this
matter. This amount has been included as “Contingent Liabilities” in the audited financial statements
of our company. For further details of these litigations, please refer to the sectin on “Outstanding Litigations
and Material Developments on page no.148 of this Prospectus.

13. Our Company has delayed payment of staturory dues to the extant of Rs 52.00 lakhs.

Our company has delayed payment of Rs 39.90 lakhs to the Income Tax department and Rs 12.05 lakhs to
the excise department for the FY 2006-07 .If the The authorities concerned impose penalties our financials
may be adversely impacted.

14. Our Short Term Loan facility with Union Bank of Indiais due for payment . If the Bank recalls our
loan facility before the IPO process is completed it may adversely affect our cash flows

A shortterm loan of Rs 120 lakhs was sanctioned by Union Bank of India, Vijayawada branch, vide their letter
dated November 08, 2006 for meeting the expenses related to the proposed Bio diesel Project as mentioned
in the objects of the issue . The repayment of this loan is one of the objects of the issue For details please
refer to the “Objects of the Issue” on page no. 28 of this prospectus.Our Company has been servicing the
interest component but as the IPO was delayed the repayment of Principal has become overdue. We have
requested Union Bank of India to extend the repayment period till October 2008 or completion of IPO process
which ever is earlier . The request is under active consideration of the Bank. The present outstanding in the
account is Rs 119.20 lakhs.

If the Bank does not accept our request and call up our advance before the IPO process is completed our
cash flows are adversely affected.

15.The Agro Chemical Business is seasonal in nature and the fortunes of Agro-Chemical industry
are influenced and closely linked to the growth and development of the overall agricultural sector,
which in turn is dependent on monsoons.

The agrochemical business industry is subject to seasonal and weather factors, which make its operations
relatively unpredictable. Fluctuations in the weather conditions across various regions can negatively
affect the demand for crop protection products and the mix of products used. In the event of natural
calamities such as drought, insufficient rainfall or floods, demand for our Agro chemical products may
reduce and this will adversely affect our sales and profitability. However,its impact would be less on our
Company’s working, its business area being Krishna, Guntur, Khammam & West and East Godavari
districts of Andhra Pradesh State with well developed irrigation facilities.

16. We have high working capital requirements. If we experience insufficient cash flows to allow
us to make required payments on our debt or fund working capital requirements, there may be an
adverse effect on our results of operations.

Agro chemical industry requires high working capital due to its seasonal nature and long credit period
given to dealers and farmers. Thus, high inventories during off-season period and high receivables during
poor monsoon put further pressure on working capital requirement.

17. Our sales are to alarge extent dependent on the overall area under cultivation and the cropping
pattern adopted by the farming community in India. If cropping patern zof the area changes
significantly and if we donot introduce new products to suit the new cropping pattern it may affect
our results of operations

Our sales for the FY 2007 was Rs.2333.69 lakhs of which we derived about 40% of sales from pesticides used
on paddy, about 40% from pesticides used on cotton & chillies and about 20% from pesticides used on
pulses. Thus our Company derives bulk of sales from major pesticides used on crops like Paddy, Cotton and
Chillies etc. Any significant reduction (10% or more) in the area under cultivation in these crops may significantly
reduce the demand for our products. Also the demand of our products is dependent on the cropping pattern
which may vary year on year for these major crops. Any significant changes in the cultivable area and the
cropping pattern in India of these crops may impact our sales and profitability

18. Considering seasonality of our business, our sales and profits may be low during periods other
than monsoon time.
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Our Company'’s quarterly operating results may fluctuate from quarter to quarter due to the seasonality of the
Agrochemical business in India. We, therefore, believe that period-to-period comparison of results of our
operations are not necessarily meaningful and may not be a reliable indication of our company’s future
performance

19. Pests develop immunity to the pesticides over a period of time and as aresult our products may
not be effectiveand such situation may warrant us to introduce suitable new products which may
not be as effective against the pests. This may adversely affect our business operations and our
reputation.

From empirical tests and data, it is well documented that over a period of time pests develop immunity to the
pesticides which are used constantly. Hence over a period of time the pests may develop immunity for our
products. We may be required to change the range of our products and/or develop new products, which may
not be as effective against the pests, which may adversely affect our business operations and our reputation.

20.0ur failure to obtain and renew regulatory approvals required for our business may be detrimental
for our business.

Pesticides industry is highly regulated industry in India. For details of various approvals, Licences required
by our Company please refer to section titled “Government Approvals / Licensing Arrangements beginning
on page no. 151 of this Prospectus. Most of our licences and approvals for manufacturing pesticides products
are valid for certain period and requires regular renewals. These renewals are required in ordinary course of
business and are subject to our compliances with various conditions stipulated in those approval/ Licences.
In case we are unable to get our licences and approval renewed in time our production may be hampered,
which can affect our results of operations and financials.

Our Company has made the following application for the bio-diesel business of the Company:

Industrial Entrepreneur For commencing Application dated | Acknowledgment dated
Memorandum (IEM)- Bio Diesel 25" July 2005 09.09.05 received from
Ministry of Commerce Manufacturing unit submitted to Ministry of Commerce &
and Industry authorities Industry, New Delhi,

regarding filing of
Industrieal Entrepreneur

Memorandum

The under mentioned applications are yet to be made by our company :
Certificate of For use and storage Application yet to
Explosives of Methanol be made
Factory Licence for For Biodiesel plant Application yet to
Biodiesel Plant at Kondapalli be made
Power requirement 125 KVA power Application yet to Time for getting sanction
for Biodiesel plant connection required be made will be 30 days
Water requirement Sufficient water is
for Biodiesel plant available at the

present location and

fresh connection not

required

Our company shall apply for these approvals on or before commissioning of the bio diesel plant.
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21. Our inability to meet the quality norms which include the composition and specifications set out
by Department of Agriculture & Co-operation, Ministry of Agriculture, Government of India, standards
published by Bureau of Indian Standards (BIS) and analytical procedure for quality control prescribed
by Central Insecticides Board (CIB) may lead to penal action against us which will impair our business.

The composition and specifications of every pesticide /insecticide has been specified by the Registration
Committee, Government of India and/ or standards published by Bureau of Indian Standards ( BIS) .
Central Insecticides Board( CIB) also prescribes analytical procedures for quality control . The issuer
company has registration for manufacturing 34 pesticide formulations and each of these products has its
own specifications and standards. Thus the products manufactured by our Company should conform to
the standards and analytical procedures specified by the CIB and / or Bureau of Indian Standards..

Thus quality of pesticides products manufactured in India is open to independent verification by Government
agencies. Government agencies carry out surprise sample checking of our product for their contents. In
case, the content in the sample does not comply with the quality norms prescribed by the Government,
it could lead to issuance of show cause notices. Any failure on quality control by our Company could lead
to suspension of sales of those batches and /or product in that particular state or our products being
banned for sales. In past our Company has not faced any suspension/ ban on sale of any product.
However the same cannot be guaranteed for future. Any such event are likely to impact our business.

22. Our ability to introduce new products is dependent on getting the approval for manufacturing
and/ or selling under Insecticides Act and if we fail in our endaevour to get such approval, we
may not be able to give new products to the market and this in turn may adversely affect our
operations .

As per Section 9 of the Insecticides Act, any person desiring to import or manufacture any insecticides
may apply to registration committee (Central Insecticides Board and Registration Committee) for
registration of such insecticides and there shall be separate registration for each insecticide. Our Company
has duly obtained Certification of Registrations under the Insecticides Act, 1968, for manufacturing 34
pesticides at our plant. Currently there are no pending applications for any insecticides. Our ability to
introduce new products either developed in house or imported from elsewhere is subject to getting these
registrations. Over a long period of time pests develop immunity to the pesticides used. Hence inability
to launch new products to overcome such immunity will affect our business.

23 . Indiscriminate usage of pesticides manufactured by us by the end user could badly affect
our brand image, sales and ultimately our profitability.

All our products are packed with instructions about the optimum dosage and usage method. However any
wrong usage of our pesticide by any farmer could damage his crop, which could raise questions on our
product quality and tarnish our brand image. Any occurrence of such incidents could impact our sales and
hence our profitability. Moreover, we may face litigations and claims in the event of any damage to crops
because of our products.

24.Usage of hazardous chemical substances in our production process could lead to fatal accidents
and litigation by the afected parties which may impact our business operations.

We are exposed to risk of usage of hazardous chemicals and substances in production. Any mishandling of
hazardous chemical substances could lead to fatal accidents, which may affect our business operations.
Chemicals may cause acute poisoning or burns, chronic health problems, or have long-term effects such as
cancer, fetal damage and reduced fertility. In order to prevent such mishandling our Company has established
various measures including training of workers, no entry to production area without safety devices, prominent
display of safety measures and precaution measures in production area etc. No effluents will generate in the
process; However fresh air induction systems have been installed to create a better production environment.

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

Environmental laws and regulations in India are becoming stringent and it is possible that they will become
significantly more stringent in the future. If, as a result of non-compliance with any environmental regulations,
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any heavy penalty is imposed on us or any of our units or the operations of such units are shut down, we will

continue to incur costs in complying with these regulations, appealing against any decision to close our

facilities, maintaining production at our existing facilities and continuing to pay labour and other costs which

continue, even if the facility is closed. As a result, our overall operating expenses will increase and our profits

will decrease.

26.0ur future growth requires additional working capital, which may not be available on terms
acceptable to us, which may impact our profitability.

Our business is working capital intensive. We intend to pursue a strategy of funding our major working
capital requirements from banks and other financial institutions. We may not be successful in obtaining
these funds in a timely manner, or on favorable terms or at all. We cannot assure you that our future working
capital requirements shall be funded at the current/lower cost. Our inability to get funds on acceptable term
could impact our growth and profitability.

27.0ur indebtedness and the conditions and restrictions imposed by our financing agreements could
restrict our ability to conduct our business and operations

As on March 31, 2008, we have availed an aggregate of Rs.665.64 Lakhs as secured loans from our bankers.
Most of our loans are secured by way of mortgage of fixed assets and hypothecation of current assets both
present and future. In case we are not able to pay our dues in time, the same could adversely impact our
operations. In addition to the above our financing arrangements also include conditions and covenants that
require us to obtain consents of our lenders prior to carrying out certain activities and entering into certain
transactions like effect any change in the capital structure, undertake any new project/expansion/
modernization scheme or make any capital expenditure other than those estimated or projected, enter into
borrowing arrangement either on secured or unsecured basis with any other bank/ FI/ borrower or otherwise
etc. For details of restrictive covenants of our loan, please refer to sub section titled “Restrictive covenants
of the loans agreements” on page no 82 of this Prospectus. Failure to obtain such consents in time can have
significant consequences on our capacity to expand and therefore adversely affect our business and operations.

28 Increased competition may result in decreased demand or lower prices for our products. Our
failure to effectively compete could reduce our profitability.

We face substantial competition due to technological advances by competitors, such as other pesticde
companies, agro-chemical and biotechnology companies. We compete with other pesticide manufacturers
on the basis of availability of product, product range, product traits, including disease resistance, plant
quality and other factors, as well as based on price, reputation, customer service and customer convenience.
Further, the introduction of biotechnology has resulted in the entry of various agrochemical companies into
the pesticide industry, thus increasing the competitive landscape in the industry.

The number of products available to the grower is steadily increasing as new products are being introduced.
As a result, we anticipate that we will continue to face new and different competitive challenges in
attracting the farmers. If a competitor introduces a successful product, it could take years for us to
develop a product, which could have a material adverse effect on our business, results of operations and
financial condition.

Some of our competitors are large Indian companies or subsidiaries of multi-national companies that have,
significantly greater resources than those available to us. If we are unable to compete effectively, including
in terms of pricing or providing quality products, our market share may decline, which could have a material
adverse effect on our financial condition and results of operations.

29.Our success depends largely on our ability to attract and retain key personnel and failure to do so
could adversely affect our business.

The success of our business will also depend on our ability to identify, attract, hire, train, retain and motivate
skilled personnel. Competition for qualified agribusiness professional personnel is intense given the limited
supply of such personnel, and our professionals are highly sought after by our competitors. If we fail to hire
and retain sufficient numbers of qualified personnel for functions such as research and development, production,
marketing and sales, operations, our business, operating results, financial condition and prospects could be
materially and adversely affected.
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30. The insurance policies for an aggragate amount of Rs.515 Lakhs obtained by us may not be
adequate to protect us against all potential losses,which we may be subject to in future. If we suffer
a large uninsured loss or if any insured loss suffered by us significantly exceeds our insurance
coverage, our business may be materially and adversely affected.

Our operations are subject to hazards and risks inherent in the use of chemicals and other hazardous
materials in the course of our production processes, such as explosions, fires, chemical spills, storage
tank leaks, discharges or releases of hazardous substances and other environmental risks, mechanical
failure of equipment at our facilities and natural disasters. In addition, many of these operating and other
risks may cause personal injury and loss of life, damage to or destruction of our properties and the
properties of others and environmental pollution and may result in suspension of operations and the
imposition of civil or criminal penalties. We have an insurance cover for an aggregate sum insured for
Rs 515 lakhs including an insurance cover for stocks of value of Rs 385 lakhs .For further details of
insurance cover please refer to the page no. 82 of this prospectus . While we believe that we maintain
insurance coverage in amounts consistent with industry norms in each of our regions, our insurance policies
do not cover all risks and are subject to exclusions and deductibles. There can be no assurance that our
insurance policies will be adequate to cover the losses that may be incurred as a result of such interruption
or the costs of repairing or replacing the damaged equipment, facilities or crops. If we suffer a large uninsured
loss or if any insured loss suffered by us significantly exceeds our insurance coverage, our business,
financial condition and results of operations may be materially and adversely affected.

31. Product defects could materially and adversely affect our business.

The pesticides we produce may contain defective or undesired characteristics that are difficult to detect prior
to their sale and use. Any defects that may be found in our products in the future could result in losses to
farmers. Losses claimed by farmers may include the value of lost crops, which could greatly exceed the
value of the products we sell. If we sell products which are found to be defective, large numbers of farmers
may experience crop failures during the same growing season. Further, growers may attribute poor crop
yields or crop failure to perceived products defects that may not exist, which could still result in claims
against us. Further, while we are subject to government regulations and periodic government inspections
and we believe our facilities comply in all material respects with all applicable laws and regulations, we
cannot be sure that consumption of our products will not cause health-related illnesses in the future or that
we will not be subject to claims or lawsuits relating to our products. Any claims, whether valid or not, could
result in negative publicity and cause us to incur significant costs, which could have a material adverse
effect on our business, results of operations and financial condition.

32. Our customers may be unable to pay their debts to us due to local economic conditions which
could adversely affect the results of our operations and financial condition.

Normally, we deliver a significant portion of our products against future payment. Our credit terms vary
according to local market practice. Our customers are exposed to downturns in the local economy that
may impact their ability to pay their debts, which could materially and adversely affect our results of
operations. Our Company has not experienced material losses in this respect, but in severe abnormal
conditions there can be a significant impact on our customers’ ability to pay their debts, which could result
in a material adverse effect on our business, results of operations and financial condition.

33. We may not be able to sustain effective implementation of our business and growth strategy on
time and within the estimated budget and this could have adverse effect on our business, financial
condition and the results of operations.

The success of our business will depend largely on our ability to effectively implement our business and
growth strategy. Whilst we have generally been successful in execution of our business strategy in the
past, there can be no assurance that we will be able to execute our strategy on time and within the
estimated budget in future. If, we are unable to implement our business and growth strategy on time and
within the estimated budget, this may have an adverse effect on our business, financial condition and
results of operations.

34. We may not be able to develop new products at a pace that our competitors may successfully
achieve and the same could result in the loss of customers which could obviously affect our
business and profitability.
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Our success depends, in part, on our ability to develop new products to meet the changing needs of our
customers. We have in the past made, and intend to continue to make, significant investments in
development of new products seeds to meet consumer demands and keep pace with new product
introductions by our competitors. The development process for new pesticides is lengthy and costly.
Despite substantial investments in this area, we may not be able to develop new products. The success
of our new product offerings will depend on several factors, including our ability to:

e accurately anticipate and properly identify our customers’ needs and industry trends

e innovate, develop and commercialize new products and applications in a timely manner;
« differentiate our products from our competitors’ products;

e launch new varieties/products on a timely basis; and

e price our products competitively.

The continuous introduction of new products designed to meet the needs of our customers is critical to
our business. However, there can be no assurance that a new product will be commercially successful. In
addition, research undertaken by competitors may lead to the launch of competing or improved products
that may materially and adversely affect the sales of our products. Our business and financial condition
could be materially and adversely affected if we are unable to successfully develop and commercialize
new products.

35. We may not be able to obtain intellectual property rights, or maintain such rights obtained
from third parties and this could have a material adverse effect on our business, results of operations
and financial condition

Our ability to develop and market new products may depend on whether we are able to obtain and
maintain the right to use applicable proprietary technologies and other intellectual properties owned by
third parties. Obtaining the rights to use these technologies and other intellectual properties can be
complicated because:

e Technologies may be subject to proprietary intellectual property rights, many of which have been
patented,;

« Licenses for proprietary technologies and other intellectual properties may not be available on terms
acceptable to us or because exclusive rights to use them are given to other companies.

e Any failure to obtain and maintain third party rights to use technologies that are important to our
business could have a material adverse effect on our business, results of operations and financial
condition.

36. We may be subject to claims of infringement of third-party intellectual property rights resulting
in unexpected expenses. In addition, if we are required to cease production of affected items,
our revenue could be materially and adversely affected.

While we endeavour to ensure compliance with the intellectual property rights of third parties, we cannot
determine with certainty whether we are infringing upon any existing third party intellectual property rights.
We have been producing the 34 insecticides for over 10 years, but we cannot assure you that the registered
owners of such trademarks/products will not seek to dispute our use in the future. Any claims of infringement,
regardless of merit or resolution of such claims, could force us to incur significant costs in responding to,
defending and resolving such claims, and may divert the efforts and attention of our management and
technical personnel away from our business. As a result of such infringement claims, we could be required
to pay third party infringement claims, alter our technologies, obtain licenses or cease some portions of our
operations. The occurrence of any of the foregoing could result in unexpected expenses. In addition, if we
are required to cease production of affected items, our revenue could be materially and adversely affected.

37.We rely on the success of our distribution network and dealership. Any lapse on our part to
maintain and strengthen this network may adversely affect our results of operations and financial
condition.

We rely on our distribution network and dealerships to distribute, market and sell our products. Competition
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for the pesticide dealers is intense. Hence, our business is dependent on maintaining good relationships
with our distributors and dealers and ensuring that our distributors and dealers are successful. Furthermore,
our growth as a business depends on our ability to attract additional high-quality dealerships to our
distribution network. While we believe that we have good relations with our distributors and dealers, there
is no assurance that our current distributors and dealers will continue to do business with us or that we
can continue to attract additional distributors and dealers to our network. If we do not succeed in maintaining
the stability of our distribution network and attracting additional high-quality dealers to our distribution
network, our market share may decline, materially and adversely affecting our results of operations and
financial condition.

38. Any Future Equity Offerings may lead to dilution of equity and may affect the market price of
equity shares of our company.

Our Company may require further infusion of funds to satisfy its capital needs and future growth plans,
which our Company may not be able to procure. Any future equity offerings by our Company may lead to
dilution of equity and may affect the market price of the Equity shares.

39. Our Company had filed Draft Prospectus with SEBI on 19.04.2006  for its IPO and
subsequently withdrawn on 14.07.2006.

As per the Audited Financial Statements, the Company has certain contingent liabilities, which, if determined
against it in future, may impact its financial position, adversely. Details of the contingent liabilities as on
March31, 2007 and March 31,2008 are given in the following table:

(Rs.in lakhs)
PARTICULARS As At
Claims against our Company not acknowledged as debts: Mar 31, 2007 Mar 31, 2008
i. | SalesTaxAppeal pending with Hon’ble High Court, Hyderabad 8.38 8.38
ii. | Guarantee givento Banks 62.00 62.00

If any of these contingent liabilities were to materialize, it may have a material and adverse impact on our
financial condition.

40. Our Company had filed Draft Prospectus with SEBI on 19.04.2006 for IPO and subsequently
withdrawn on 14.07.2006.

Our company had filed Draft Prospectus with SEBI on 19.04.2006.Before filing the draft prospectus with
SEBI ,Rallis India had filed a case against Mr K.T. Vijaya Kumar, Managing Director of the company. As
the case was subsequently withdrawn at the time of Draft prospectus the same was not disclosed in the
offer document . Further, the Bio diesel project was prepared in the year 2005 ie about a year before the
filing of Draft Prospectus . The project cost was revised due to time lag between the project preparation
and the filing of offer document . To enable us to disclose the dispute between Rallis India Limited and
the Managing Director of our Company and also to to revise the project cost the offer document was
withdrawn on 14.07.2006.

41. We have had negative cash flows in the recent five years period, as indicated in the table
below

(Amountin Rs lakhs)
For the Year Ended 31%* March

31.03.08 31.03.07 31.03.06 31.03.05 31.03.04
Net cash from (used in) operating activities 147.88 (648.37) (567.74) (135.33) 56.82
Net cash from (used in) investing activities 3137 564.85 (579.03) (14.63) (49.64)
Net cash from (used in) financing activities 5754 84.33 1145.45 148.24 (3.91)
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42 We have entered into certain related party transactions and may continue to do so in the
future.These transactions are carried at the arms length basis but there can be no assurance that
these transactions were/will be achieved in the most favourable terms. Further there could be no
assurance that in future such transactions will not have any adverse effect on our financial
condition and results of operation. .

Our Company has in the past entered into and expects to continue to enter into related party transactions
with our Promoters, Directors and/or subsidiary Company. The aggregate value of the related party
transactions for FY 08, FY 07 and FY 06 are Rs 572.64 lakhs, Rs 37.69 lakhs and Rs 25.00 lakhs
respectively .The related party transactions include remuneration and dividend to the Directors, expenses
of relatives of Key Mnagerail personnel and advance given to subsidiary company . While we believe
that all such transactions have been conducted on the arms length basis, there can be no assurance that
we could not have achieved more favourable terms had such transactions not been entered into with
related parties.There can be no assurance that such transactions, individually or in the aggregate, will not
have an adverse effect on our financial condition and results of operation. For details, please refer to
section titled “Related Party Transactions” on page no. 105 of this Prospectus.

43. The company and Directors are Making an application under Section 621A of the Companies Act 1956,
with Company Law Board, Southern Region Bench Chennai for compounding certain offences such as Non
disclosure of Previous Year Figures in the Schedules to the Balance Sheet and the Mismatch of Figures
appearing in the Balance Sheet for the year ending 31-03-2004, 31-03-2005, 31-03-2006, Non Disclosure of
composition of Audit Committee in Directors Report for the year 2006, 2007 and 2008.

We found some mistakes and mis matches those are happened unintentionally and inadvertence, in order
to rectify and making good, the application will be filed with Company Law Board, Southern Region Bench
Chennai.

B. EXTERNAL AND BEYOND THE CONTROL OF OUR COMPANY
External Risk factors

44 .Certain factors beyond the control of our Company like floods, droughts, monsoons, etc. can
adversely affect operations of our Company.

Natural calamities like floods and droughts directly affect the cropping pattern in India, where agriculture
is dependent on monsoon. To that extent our sales are dependent on the monsoon. Our sales and
profitability may be affected due to excessive rains or droughts, when the farmers do not undertake cropping.

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

Any significant change in the Government’s policies or any political instability in India could adversely affect
the business and economic conditions in India and could also adversely affect the business, future financial
performance and the price of our Company’s Equity Shares.

46. The price of our Equity Shares may be volatile after listing as aresult of several factors.

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

* Volatility in Indian and global securities market;
e OQurresults of operations and performance;

« Performance of our competitors and perception in the Indian market about investment in the Pesticides
Industry or the biodiesel industry;

« Adverse mediareports, if any, on our Company,the Pesticide Industry or the biodiesel industry;
* Changesin the estimates of our performance or recommendations by financial analysts;

» Significant developmentin India’s economic liberalization and de-regulation policies; and

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

e There can also be no assurance that the price at which our equity shares are initially traded will correspond
to the prices at which our Equity Shares will trade in the market subsequent to this Issue.
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47. The Issue price of our Equity Shares may not be indicative of the market price of our Equity
Shares after the Issue. The market price of our Equity Shares could be subject to significant fluctuations
after the Issue, and may decline below the Issue Price.

The Issue Price of our Equity Shares is based on numerous factors (discussed in the section titled ‘Basis for
Issue Price’ beginning from page no.40 of this Draft Prospectus) and may not be indicative of the market
price for our Equity Shares after the Issue. The market price of our Equity Shares could be subject to
significant fluctuations after the Issue, and may decline below the Issue Price. Among the factors that could
affect our share price are:

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

¢ Changes in revenue or earnings estimates or publication of research reports by analysts;

e Speculation in the press or investment community;

¢ General market conditions; and

« Domestic and international economic, legal and regulatory factors unrelated to our performance
48. Changes in interest rates could significantly affect our results of operations.

Changes in interest rates could significantly affect our financial condition and results of operations. Most of
our borrowings are at floating rates of interest. If the interest rate for our existing or future borrowings
increases significantly, our cost of servicing such debt will increase. This may adversely impact our results
of operations, planned capital expenditures and cash flows.

49. Slowdown of the Indian Economy could affect the business operations of the Company.

Our performance and growth are dependant on the health of the Indian economy. The economy could be
adversely affected by various factors such as political or regulatory action , including advsrse changes in
liberalisation policies , social disturbances , terrorist attacks and other acts of violence or war, natural
calamities ,interest rates,commodity and energy prices and various other factors. Any slowdown in the
Indian economy may adversely impact our business and financial performance and the price of our equity
shares.

50. We are subject to adverse impact of economic and political conditions.

Global economic and political factors that are beyond our control, influence forecasts and directly affect
performance. These factors include interest rates, rates of economic growth, fiscal and monetary policies of
governments, inflation, deflation, consumer credit availability, consumer debt levels, tax rates and policy,
unemployment trends, terrorist threats and activities, worldwide military and domestic disturbances and
conflicts, and other matters that influence consumer confidence, spending and tourism. Increasing volatility
in financial markets may cause these factors to change with a greater degree of frequency and magnitude.
The taxation system within the country still remains complex. Changes in local taxes and levies can impact
our performance adversely.

51. An active market for the Equity Shares may not develop which may cause the price of the Equity
Shares to fall and may limit your ability to sell the Equity Shares.

The stock market in general have from time to time experienced considerable price fluctuations. Often,
these changes may have been unrelated to the operating performance of the affected companies. In addition,
factors such as foreign exchange rates and weak overseas markets may have an adverse effect on the
market price of our Equity Shares. The Equity Shares are new issues of securities for which there is
currently no trading market. No assurance can be given that an active trading market for the Equity Shares
will develop or as to the liquidity or sustainability of any such market, the ability of holders of the Equity
Shares to sell their Equity Shares or the price at which shareholders will be able to sell their Equity Shares.
If an active market for the Equity Shares fails to develop or be sustained, the trading price of the Equity
Shares could fall. If an active trading market were to develop, the Equity Shares could trade at prices that
may be lower than their initial offering price.

52. Future issues or sales of our Equity Shares may significantly affect the trading price of the Equity
Shares.

Future issue of Equity Shares /convertible instruments by us or the disposal of Equity Shares by any of the
major shareholders or the perception that such issues or sales may occur may significantly affect trading
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price of the Equity Shares. Other than the lock-in of pre-issue capital as prescribed under SEBI DIP Guidelines,
none of our shareholders are subject to any lock-up arrangements restricting their ability to issue Equity
Shares or the Shareholders’ ability to dispose of their Equity Shares, and there can be no assurance that
any shareholder will not dispose of, encumber, or pledge, its shares. For details of lock in of pre-Issue Equity
Share capital and Promoters’ contribution please see the section titled “Capital Structure” beginning on
page no.19 of this Prospectus.

53.1f our Company fails to comply with environmental laws and regulations or face environmental
litigation, its profitability may be adversely affected

Our Company may incur substantial costs to comply with requirements of environmental laws and regulations.
In addition, our Company may discover currently unknown environmental problems or conditions. Our
Company is subject to significant national and state environmental laws and regulations, which govern the
discharge, emission, storage, handling and disposal of a variety of substances that may be used in or result
from its operations. Environmental laws and regulations in India are becoming increasingly stringent and it is
possible that they will become significantly stringent in the future. In addition, failure to comply with
environmental laws may result in assessment of penalties and fines against our Company by regulatory
authorities. The commencement of environmental actions against our Company or the imposition of any
penalties or fines on it as a result thereof could have a material adverse effect on its business prospects and
results of operations.

54. If financial instability occurs in certain countries, particularly emerging market countries in Asia
and other countries, our business and the price of our Equity Shares may be adversely affected.

Indian markets and the Indian economy are influenced by economic and market conditions in other countries,
particularly emerging market countries in Asia and certain other countries. Although economic conditions
are different in each country, investors’ reactions to developments in one country can have adverse effects
on the securities of companies in other countries, including India. A loss of investor confidence in the
financial systems of other emerging markets may cause exchange rate instability and increased volatility in
Indian financial markets, and, indirectly, in the Indian economy in general. Any worldwide financial instability
could also have a negative impact on the Indian economy. Financial disruptions may occur again and may
harm our business, our future financial performance and the price of our Equity Shares.

Notes to the Risk Factors:

1. lIssue of 1,54,00,000 equity shares of Rs. 10/- each at a price of Rs.16/- per equity share (including a
premium of Rs.6/- per equity share) of the Company for cash aggregating to Rs. 2464 Lakhs (“Issue”).
The Issue comprises a contribution by Promoters, of 16,00,000equity shares of Rs. 10/- each at a price
of Rs. 16/- per equity share for cash aggregating to Rs. 256 Lakhs (“Promoter’s Contribution Portion”),
10,00,000 equity shares of Rs. 10 each reserved for Eligible Employees on competitive basis at a price
of Rs. 16/- (hereinafter referred to as Employee Reservation Portion and the Net Issue to the Public of
128,00,000 equity shares of Rs. 10/- each at a price of Rs. 16/- per equity share for cash aggregating
to Rs.2048 Lakhs (“Net Issue to Public”) The Net Issue to the Public would constitute 49.39% of the fully
diluted post issue paid up capital of our Company.

2. Thelssue price is 1.6 times of the face value of the equity share.Pre-Issue Net Worth of our Company
as on March 31,2007 and as on March 31,,2008 is Rs. 1205.47 lakhs and Rs. 1329.27 lakhs, respectively.

3. The average cost of acquisition of Equity Shares of the Promoter is as under:

Name of the Promoter Average Cost of acquisition of existing equity shares as on the date

Mr. Kanuparthi Balakrishna Rao Rs. 9.82

Mr. Kanuparthi Trinatha Vijaya Kumar Rs. 9.82

Mr. Kanuparthi Chandra Shekhar Prasad | Rs. 9.92

4. Book Value per equity share of our Company as on March 31, 2008 is Rs. 12.64 as per the restated
financial statements included in the Prospectus.

5. Other than as stated in the ‘Capital Structure’, we have not issued any equity shares for consideration
other than cash.
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Investors are advised to refer to the paragraph on “Basis for Issue Price” on page no. 40 before making
an investment in this Issue.

Investors may please note that in the event of over-subscription, allotment shall be made on a proportionate
basis in consultation with the Bombay Stock Exchange Limited (BSE).

Details of Related party transactions as at 31t March 2008 aggregating to Rs.572.64 Lakhs are given
as notes to account in Auditors Report on page no. 119 of this Prospectus.

Details of remuneration paid to directors are given in Managerial Remuneration on page no.119.

Except as disclosed in ‘Our Promoters’ and ‘Our Management’ none of the Promoters/ Directors/ Key
Management Personnel of our Company have any interest in our Company except to the extent of
remuneration and reimbursement of expenses and to the extent of Equity shares held by them.

No loans and advances have been made by the Company to any person(s)/ companies in whom the
Directors are interested.

The investors are advised to refer the paragraph on Promoter’s background and past financial
performance of our Company before making an investment in the proposed issue.

There is no relationship with the statutory auditors to our Company other than auditing and certification
of financial statements.

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

Investors may contact the Lead Manager or the Compliance Officer for any complaint/ clarification/
information pertaining to the Issue, who will be obliged to attend to the same.

Over subscription to the extent of 10% of the Issue can be retained for the purpose of rounding off to the
nearest integer.

Allinformation shall be made available by our Company and the Lead Manager 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.

Applicants should note that on the basis of name of the Applicant, Depository Participant's name,
Depository Participant-ldentification number and Beneficiary Account Number provided by them in
the Application Form, the Registrar to the Issue will obtain from the Depository, demographic details
of the Applicants such as address, bank account details for printing on refund orders and occupation.
Hence, applicants should carefully fill in their Depository Account details in the Application Form and
also update their demographic details with their respective depositary participant.
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7.BASIC TERMS OF THE ISSUE
Terms of the Issue

The Equity Shares being issued are subject to the provisions of the Companies Act 1956, the Memorandum
and Articles, FIPB and RBI approvals, the terms of this Prospectus and other terms and conditions as may be
incorporated in the allotment advices and other documents/certificates that may be executed in respect of the
Issue. The Equity Shares shall also be subject to laws, guidelines, notifications and regulations relating to the
issue of capital and listing and trading of securities issued from time to time by SEBI, Government of India,
Stock Exchanges, RBI, Registrar of Companies and/or other authorities, as in force on the date of the Issue
and to the extent applicable.

Authority for the Issue

The present issue has been authorized by a special resolution adopted pursuant to Section 81(1A) of the
Companies Act, at the Extraordinary General Meeting of the shareholders of our Company held on August
14,2008

Ranking of Equity Shares

The Equity Shares being issued shall be subject to the provisions of the Memorandum and Articles and shall
rank pari- passu with the existing Equity Shares of our Company in all respects except the lock-in provisions
applicable as per SEBI DIP Guidelines in respect of existing Equity Shares. The allottees of the Equity Shares
under this Issue will be entitled to dividends and other corporate benefits, if any, declared by our Company after
the date of allotment.

Face Value and Issue Price

The Equity Shares with a face value of Rs.10/- each are being offered in the Issue at a price of Rs.16/- per
equity share whichis 1.6 times of the face value. At any given point of time there shall be only one denomination
for the Equity Shares subject to applicable laws.

Terms of Payment:

The Applications should be for minimum of 350 Equity Shares and in multiples of 350 Equity Shares thereafter.
Entire amount is payable on application.

The amount payable is as under:

Particulars Amount towards Amount towards AmountPayable
Share Capital Share Premium
On application  Rs.10/- Rs. 6/- Rs.16/-

Where an applicant is allotted lesser number of Equity Shares than he / she has applied for, the excess
amount paid on application will be refunded to the applicant.

No interest would be payable on application money pending allotment up to 30 days from the date of closure of
the Issue.

Rights of the Equity Shareholder
Subject to applicable laws, the equity shareholders shall have the following rights:
e  Rightto receive dividend, if declared;

Right to Receive Notices,attend general meetings and exercise voting powers, unless prohibited by law;
. Right to vote on a poll either in person or by proxy;

e  Rightto receive offers for rights shares and be allotted bonus shares, if announced;

. Right to receive surplus on liquidation;

e  Rightof free transferability; and

. Such other rights, as may be available to a shareholder of a listed public Company under the Companies
Act and our Company 's Memorandum and Articles.
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For a detailed description of the main provisions of our Articles relating to voting rights, dividend, forfeiture and
lien and/or consolidation/splitting, refer to the section on “Main Provisions of Articles of Association of our
Company “on page no.189 of this Prospectus.

Market Lot

In terms of Section 68B of the Companies Act, the Equity Shares in this Issue shall be allotted only in
dematerialized form. As per existing SEBI DIP Guidelines, the trading of the Equity Shares shall only be in
dematerialized form. Since trading of the Equity Shares is in dematerialized form, the tradable lot is one
Equity Share.

Minimum Subscription

If our Company does not receive the minimum subscription of 90% of the net offer to public on the date of
closure of the Issue, or if the subscription level falls below 90% after the closure of Issue on account of cheques
having being returned unpaid or withdrawal of applications, our Company shall forthwith refund the entire
subscription amount received. If there is a delay beyond 8 days after our Company becomes liable to pay the
amount, our Company shall pay interest as per Section 73 of the Companies Act. 1956. No statement made in
this offer document shall contravene any of the provisions of the Companies Act, 1956.

Period of Subscription

The subscription list for public issue shall remain open for at least 3 working days and not more than 10
working days.

Reservations

16,00,000 Equity shares of Rs 10 each reserved for promoters at a price of Rs.16/- per
share
10,00,000 Equity shares of Rs 10 each reserved for eligible employees and directors

on competitive basis ata price of Rs.16/- per share

64,00,000 Equity shares of Rs 10 each reserved for Retail Investors on competitive
basis at aprice of Rs.16/- per share
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8. BASIS FOR ISSUE PRICE

The issue price of Rs.16/- (including premium of Rs.6/- per share) has been determined by our Company in
consultation with the Lead Manager to the Issue. The face value is Rs.10/- per equity share. The issue price is
1.6 times of the face value.

Investors should read the following summary along with the Risk Factors included in this Prospectus from page
no. xii and the details of the Issuer Company and its financial statements included in this Prospectus. The
trading price of the Equity Shares of our Company could decline due to these risks and the investor may lose
all or part of his investment.

Qualitative Factors
Distribution Strengths:

Our distribution network consists of distributors and dealers through out the coastal region of Andhra Pradesh.
Our Company has more than 18 distributors who help us in selling our products to end users through the chain
of more than 350 dealers and 550 retailers. We hold regular farmers meets at different places to educate and
disseminate new methods of the plant protection with the help of our techno commercial marketing sales staff,
dealers and distributors. With the help our distribution network & marketing team, we keep ourselves updated
about the occurrence of a particular pest. Based on this information and our experience, we reschedule our
production and distribution. We have established 24 depots wherein we maintain adequate stocks to make our
products available at short notices. This strategy helps us in selling our products effectively.

Our Product Range:

We have 34 products in our product portfolio which consists of different kind of insecticides and pesticides. We
manufacture various formulations comprising of liquids, granules and powder formulations. Our products are
available in various sizes of packaging catering to the needs of small, marginal and large farmers. Our product
range covers most of the crops and majority of plant infections that are grown in this region. We provide end to
end plant protection solutions to farmers through our distributors. Our product range helps us in attracting large
distributors of agrochemicals to become our distributors.

Our Team and Management:

Our Chairman Mr. Kanuparthi Balakrishna Rao, who has more than 40 years of experience in this Industry, has
been instrumental in guiding the board in formulation of strategy and planning. Our managing director Mr. K.T.
Vijaya Kumar with more than 30 years experience in this industry has overall control over day to day activities
of our Company and has been able to motivate our key managerial personnel to create a team of dedicated
techno commercial marketing staff, dealers and distributors.

Existing profit making company
Huge potential in the bio-diesel industry and support of the Government to promote the industry
Quantitative factors:

Informatiopn presented in this section is derived from our Company’s restated financial statements prepared in
accordance with Indian GAAP. Some of the quantitiative factors, which form the basis for computing the price,
are as follows

1. Earnings Per Share

Stand alone Consolidated
Accounting year ending EPS (Rs.) Weights EPS (Rs.) Weights
31stMarch 2006 114 1 - -
31stMarch 2007 0.89 2 - -
31stMarch 2008 117 3 1.16
Weighted average 1.09 1.16
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2. Price Earnings ratio (P/E Ratio) in relation to Issue price of Rs.16/- per share

\e

Particulars Issue price of Rs.16/- per share
Stand alone Consolidated

Based on 315 March 2008 EPS 13.68 13.79

Based on Weighted average EPS 14.68 14.78

Industry P/E (Pesticides /agrochemicals — Indian)

i. Highest - (United Phosphorous)
ii. Lowest (Insecticides)

iii. Industry Average

3. Return on Networth (RONW)

- 63.30
- 4.00

- 25.80 (Average of Highest & Lowest)
Source: Capital Markets Volume XXIII/13 August 25- September 07, 2008

Stand alone Consolidated
Accounting year ending RONW (%) Weight RONW (%) Weight
31tMarch 2006 10.69 1 - -
31stMarch 2007 7.75 2 - -
31stMarch 2008 9.24 3 9.14 -
Weighted Average 8.99 9.14 -

Minimum return on Total Net worth needed to maintain EPS (as on March 31, 2008) at Rs.1.17 is 7.99%

4. Net Asset Value per share
STAND ALONE CONSOLIDATED
As at March 31, 2008 Rs. 12.64 12.63
After Issue Rs 14.64 14.63
Issue Price Rs 16.00 16.00
5. Accounting Ratios of some of the companies in the same industry group (Based on the Annual

statements for the year ended Mar 31, 2008)

Pesticides/Agrochemicals —Indian

Sales | Facevalue | Bookvalue Net profit EPS PIE | RONW

(Rs lakhs) per share (Rs.)| (Rs.lakhs) (Rs.) (%)

PlInds 37090 Rs 10 192.7 630 17.80 8.60 7.4
Bharat Rasayan 6900 Rs 10 68.8 400 9.40 5.00 3.0
Insecticides (India) Limited 187.40 Rs 10 65.40 1440 11.10 4.00 24.4
Paushak 2190 Rs 10 67.00 70 2.30| 10.30 3.70
Bhagiratha Chemicals 8170 Rs 10 71.10 650 12.40 4.00 19.40
Chemcel Biotech Limited 2462 Rs 10 12.64 123 117| 13.68 9.24

Source: Capital Markets Volume XXII1/13 August 25- September 07, 2008.

Proposed Bio diesel Activity :

Our Company cannot be strictly compared with other listed companies, as no listed company is exclusively
into the production of Bio diesel.
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The face value of the share is Rs.10/- and the issue price is 1.6 times of the face value.

The Lead Manager believes that the Issue Price of Rs.16/- is justified in view of the above qualitative and
quantitative parameters. The investors may want to peruse the risk factors and financials of our Company
including important profitability and return ratios, as set out in the Auditor’s report to have a more informed
view of the investment proposition.
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9. STATEMENT OF TAXBENEFITS

TAXBENEFITS TO THE COMPANY AND ITS MEMBERS

I, T.Nehru, Chartered Accountant, being the Auditor of the Company, hereby state that under the current
provisions of the Income Tax Act, 1961 and the existing laws for the time being in force, the following benefits,
inter-alia, will be available to the Company and the Members.

General Tax Benefits

The following tax benefits are available to all companies or to the shareholders of any company,
after fulfilling certain conditions as required in the respective Act.

A.

To the Company

The Company will be entitled for the following tax benefits in computing the Taxable Income under the
Provisions of the Income Tax Act, 1961 (The Act).

1.

Under Section 32 of the Income Tax Act, the Company is entitled to claim depreciation on tangible
and intangible assets as well as unabsorbed depreciation brought forward as explained in the said
section.

The company is eligible for amortization of preliminary expenses being the expenditure on public
issue of shares under Section 35D of the Income Tax Act, subject to the conditions and limits
specified in the Section.

Dividends received by the Company from other domestic companies are exempt in the hands of
Company as per the provisions of Section 10(34) of the Income Tax Act.

4.1 Inaccordance with the provisions of Section 10 (38), the long term capital gains arising on the
transfer of securities in a transaction entered into a recognized stock exchange in India shall
be exempt from Income Tax.

4.2 The long term capital gains accruing to the Company otherwise than as mentioned in 4.1
above, shall be chargeable to tax in accordance with and subject to the provisions of Section
112 of the Income Tax Act, 1961 as follows:

The short term capital gains accruing to the company, from the transfer of a short term capital asset,
being securities, in a transaction entered in a recognized stock exchange in India, shall be chargeable
to tax at the rate of 15% (plus applicable surcharge and education cess) as per the provisions of
Section 111A.

The Company is eligible to claim exemption in respect of tax on long term capital gains u/s 54EC &
54ED if the amount of capital gains is invested in certain specified bonds/securities subject to the
fulfillment of the conditions specified in those sections.

To the resident shareholders

1.

Dividends exempt under Section 10(34)

Dividends (whether interim or final) declared, distributed or paid by the Company are exempt in the
hands of shareholders as per the provisions of Section 10(34) of the Income Tax Act.

Computation of capital gains

i.  Capital assets may be categorized into short term capital assets and long term capital assets
based on the period of holding. All capital assets (except shares held in a Company or any
other listed securities or units of UTI or specified Mutual Fund units) are considered to be long-
term capital assets if they are held for a period in excess of 36 months. Shares held in a
Company, any other listed securities, units of UTIl and specified Mutual Fund units are considered
as long term capital assets if these are held for a period exceeding 12 months. Consequently,
capital gains arising on sale of Shares held in a Company or any other listed securities or units
of UTI or specified Mutual Fund units held for more than 12 months are considered as “long
term capital gains”.
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Section 48 of the Income Tax Act, which prescribes the mode of computation of capital gains,
provides for deduction of cost of acquisition / improvement and expenses incurred in connection
with the transfer of a capital asset, from the sale consideration to arrive at the amount of capital
gains. However, in respect of long term capital gains, it offers a benefit by permitting substitution
of cost of acquisition / improvement with the indexed cost of acquisition / improvement, which
adjusts the cost of acquisition / improvement by a cost inflation index as prescribed from time
to time.

Under section 10(38) of the Income Tax Act, long term capital gains arising on sale of equity
shares or units of an equity oriented fund , where the transaction of sale is entered into on a
recognized Stock Exchange in India, on or after 1st October, 2004 and is chargeable to securities
transaction tax, shall be exempt from tax.

Under Section 88E, rebate in respect of securities transaction tax will be admissible from the
amount of income tax payable in respect of income from business or profession subject to the
conditions specified therein.

Under section 54EC of the Income Tax Act and subject to the conditions and to the extent
specified therein, long term capital gains arising on the transfer of shares of the Company that
are not exempt under section 10(38) of the Income Tax Act, shall not be chargeable to tax if the
whole or any part of the capital gains is invested in certain notified bonds within a period of six
months after the date of such transfer. However if the said bonds are transferred or converted
into money within three years from the date of their acquisition, the amount of capital gains
exempted earlier would become chargeable to tax as long-term capital gains in the year in
which the bonds are transferred or converted into money.

Under section 54ED of the Income Tax Act and subject to the conditions and to the extent
specified therein, long term capital gains arising on the transfer of shares of the Company that
are not exempt under section 10(38) of the Income Tax Act, shall not be chargeable to tax if the
whole or any part of the capital gains is invested in acquiring equity shares of Indian Company
forming part of an “eligible issue of share capital” within a period of six months after the date of
such transfer. However if the said shares are transferred within a period of one year from the
date of their acquisition, the amount of capital gains exempted earlier would become chargeable
to tax as long term capital gains in the year in which the shares are transferred. Eligible issue
of share capital has been defined as an issue of equity shares which satisfies the following
conditions:

* Theissue is made by a public company formed and registered in India; and
* the shares forming part of the issue are offered for subscription to the public.

Under section 54F of the Income Tax Act, long term capital gains arising to an individual or
Hindu Undivided Family (HUF) on transfer of shares of the company, will be exempt from tax
subject to other conditions specified therein, if the sale proceeds from such shares are used
for the purpose of purchase of residential house property within a period of one year before and
two years after the date on which the transfer took place or for construction of residential house
property within a period of three years after the date of transfer.

Under section 111A of the Income Tax Act, short term capital gains arising on sale of shares
where the transaction of sale is entered into on a recognized stock exchange in India and is
chargeable to securities transaction tax, on or after 1st October 2004 shall be subject to tax at
a rate of 15% (plus applicable surcharge and education cess).

Under section 112 and other relevant provisions of the Income Tax Act, long term capital gains
arising on transfer of shares of the company not covered by section 10(38) of the Income Tax
Act, shall be subject to tax at a rate of 20% (plus applicable surcharge and education cess)
after indexation as provided in the second proviso to section 48 or at 10% (plus applicable
surcharge and education cess) without indexation, at the option of the shareholder. However,
as per the proviso to section 112(1) of the Income Tax Act, if the tax on long term capital gains
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resulting on transfer of listed securities or units, calculated at the rate of 20% with indexation
benefit exceeds the tax on long term capital gains computed at the rate of 10% without indexation
benefit, then such gains are chargeable to tax at a concessional rate of 10% (plus applicable
surcharge and education cess).

viii. Under Section 115AD of the Income Tax Act, income received by Foreign Institutional Investor
in respect of securities shall be taxed @ 20%. Income by way of Long Term Capital Gains
arising from the transfer of such securities shall be taxed @ 15%. With effect from A. Y. 2005-
06, Income by way of Short Term Capital Gains referred to in section 111A arising from the
transfer of such securities shall be taxed @ 10%.

C. Additional Benefits Available to non-resident Indians

Non-resident Indians have an option to be governed by the special provisions of Chapter XIIA of the Income
Tax Act according to which:

i Under Section 115 E of the Income Tax Act, where the total income of non-residents Indian includes
income by way of long term capital gains on equity shares of Indian company, long term capital
gains will be taxed @ 10%.

ii Under Section 115 F of the Income Tax Act, where there is a long term capital gain on transfer of
foreign exchange assets and within a period of six months after the date of such transfer net
consideration is invested in equity share or saving certificates as specified in clause (4B) of Section
10 the capital gain will be nil. But if the new assets so acquired is transferred or converted in money
within a period of three years from the date of acquisition the amount of capital gain not so charged
will be deemed to be the income under the head Capital Gains in the year in which such asset is
transferred or converted into money.

i Under Section 115 G of the Income Tax Act, it shall not be necessary for the Non-resident Indians to
furnish their return of Income, under section 139(1) of the Act, if their source of income is only
investment income or income by way of long term capital gains or both, provided income tax deductible
at source under the provisions of chapter XVII B has been deducted from such income.

v  The benefit conferred on a Non-resident Indian assessee will be available even after the assessee
becomes a resident if declaration in writing is filed along with the return of income under Section
139(1) of the Income Tax Act, to the effect that the provisions of Chapter XIl A shall continue to apply
to him in respect of investment income derived from foreign exchange asset vide Section 115 H of
the Income Tax Act, until the Transfer or conversion (otherwise than by transfer) into money of such
assets.

v Under Section 115-1 of the Income Tax Act, a Non-resident Indian, if he elects by so declaring in the
return of his income for that assessment year, not to be governed by the above mentioned special
provisions of chapter XII-A, then he will be entitled to tax benefits available to resident individuals.

v Shareholders who are tax residents of countries with which India has entered into Double Tax
Avoidance Agreements (“DTAA”") may choose to pay tax in accordance with such applicable DTAA,
instead of the tax regime discussed above, if the same is considered beneficial by them.

D. Benefits available to Mutual Funds

Under section 10(23D) of the Income Tax Act, all Mutual Funds set up by Public Sector Banks or Public
Financial Institutions or Mutual Funds registered under the Securities and Exchange Board of India or
authorized by the Reserve Bank of India, subject to the conditions specified therein are eligible for exemption
from income-tax on all their income, including income from investment in the equity shares of a company.

E. Benefits available to Venture Capital Companies / Funds

Under section 10(23FB) of the Income Tax Act, all venture capital companies / funds registered with the
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 investment in the equity shares of a company.

45



654 CHEMCEL BIOTECH LIMITED

F. Benefits available to resident shareholders under the Wealth Tax Act, 1957

Shares of the Company held by the shareholders will not be treated as an asset within the meaning of
section 2(ea) of the Wealth Tax Act, 1957 and hence Wealth Tax will not be applicable.

G. Finance Act, 2008

The amendments made under Finance Act, 2008 have also been considered.
Special Tax Benefit :
H. Central Excise exemption available on Biodiesel

Excise duty on bio-diesel (alkyl esters of long chain fatty acid from vegetable oils falling under Chapters
29 or 38) has been fully exempted. (S.No. 53A of the Notification No. 4/2006-Central Excise as inserted
vide Notification No. 4/2007-Central Excise refers)

Place: VIJAYAWADA
Date : 12.07.2008
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SECTION IV: ABOUT OUR COMPANY

Disclaimer: Pursuant to the requirements of the SEBI DIP Guidelines, the discussion on the business of Our
Company in this Prospectus consists of disclosures pertaining to industry grouping and classification. The
industry grouping and classification is based on Our Company’s own understanding and perception and such
understanding and perception could be substantially different or at variance from the views and understanding
of third parties. Our Company acknowledges that certain products described in the Prospectus could be
trademarks, brand names and/ or generic names of products owned by third parties and the reference to such
trademarks, brand names and/or generic names in the Prospectus is only for the purpose of describing the
products. The industry data has been collated from various industry and/or research publications and from
information available from the World Wide Web.

The information in this section is derived from various government/Industry Association publications,CRISIL
research reports, ICRA research Reports and other sources. Neither we, nor any other person connected with
the issue has verified this information. Industry sources and publications generally state that the information
contained therein has been obtained from sources generally believed to be reliable, but their accuracy,
completeness and underlying assumptions are not guaranteed and their reliability cannot be assured and
accordingly, investment decisions should not be based on such information.

INDUSTRY OVERVIEW
Source; CRISIL RESEARCH- RENEWABLE ENERGY SOURCES —ANNUAL REVIEW —July 2008
Bio-Diesel Industry

In 2007-08, total petroleum product consumption stood at an estimated 128.23 million tonnes. Petrol (10.67
million tonnes) and diesel (47.8 million tonnes) jointly accounted for around 48 per cent of this consumption.

Petrol consumption rose ata CAGR of 7.11 per cent from 2002-03 to 2007-08 and is expected to grow at CAGR
of 7.8 per cent over next 5 years. Similarly, diesel consumption, which grew at a CAGR of 5.5 per cent from
2002-03 to 2007-08, is expected to grow at 7.0 per cent from 2007-08 to 2012-13. Crude oil imports at $68
billion accounted for 28 per cent of total imports in 2007-08. The blending of diesel and petrol with biofuels will
resultin marginal reduction in crude oil imports.

Introduction

Biodiesel (mono alkyl esters) is a biodegradable, clean-burning diesel fuel made from natural, renewable
sources such as new vegetable oils, used (waste) vegetable oils (yellow grease) and animal fats. Biodiesel
contains no sulphur or aromatics and is oxygenated, which provides additional environmental benefits as
compared with standard diesel fuel.Biodiesel is widely available in both neat form (B100) and in blends with
petroleum diesel (B2, B5, and B20). It can act as a diesel substitute, requires very little or no engine modifications
up to 20 per cent blend and needs only minor modifications for a higher percentage blend. In India, potential
commodity sources for biodiesel are non-edible oils obtained from plant species such as Jatropha Curcas
(Ratanjyot), Pongamia Pinnata (Karanj), Calophyllum inophyllum (Nagchampa), Hevca brasiliensis (Rubber)
etc.Bio Diesel is a renewable domestically produced liquid fuel that can help reduce the countries dependence
on foreign oil imports. Recent environmental and economic concerns (Kyoto Protocol) have prompted resurgence
in the use of biodiesel throughout the world. In 1991, the European Community, (EC) Proposed a 90% tax
reduction for the use of biofuels, including biodiesel. Today, 21 countries worldwide, produce Biodiesel.

The Advantages of Bio Diesel

. Bio Diesel is the most valuable form of renewable energy that can be used directly in any existing,
unmodified diesel engine.

. Energy Independence: Considering that oil priced at $60 per barrel has had a disproportionate impact
on the poorest countries, 38 of which are netimporters and 25 of Which import all of their oil; the question
of trying to achieve greater energy independence one day through the development of biofuels has become
one of ‘when’ rather than ‘if,” and, now on a near daily basis, a biofuels programme is being launched
somewhere in the developing world.

¢ Smaller Trade Deficit: Rather than importing other countries’ ancient natural resources, we could be
using our own living resources to power our development and enhance our economies. Instead of looking
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to the Mideast for oil, the world could look to the tropics for biofuels. producing more biofuels will save
foreign exchange and reduce energy expenditures and allow developing countries to put more of their
resources into health, education and other services for their neediest citizens.

¢ Economic Growth: Biofuels create new markets for agricultural products and stimulate rural development
because biofuels are generated from crops; they hold enormous potential for farmers. In the near future—
especially for the two-thirds of the people in the developing world who derive their incomes from agriculture.

¢ Today, many of these farmers are too small to compete in the global market, especially with the playing
field tilted against them through trade distorting agricultural subsidies. They are mostly subsistence
farmers who, in a good year, produce enough to feed their families, and in a bad year, grow even poorer or
starve. But biofuels have enormous potential to change this situation for the better.

¢ Atthe community level, farmers that produce dedicated energy crops can grow their incomes and grow
their own supply of affordable and reliable energy.

At the national level, producing more biofuels will generate new industries, new technologies, new jobs
and new markets.

¢  Cleaner Air: Biofuels burn more cleanly than gasoline and diesel. Using biofuels means producing fewer
emissions of carbon monoxide, particulates, and toxic chemicals that cause smog, aggravate respiratory
and heart disease, and contribute to thousands of premature deaths each year.

¢ Less Global Warming: Biofuels contain carbon that was taken out of the atmosphere by plants and
trees as they grew. The Fossil fuels are adding huge amounts of stored carbon dioxide (CO2) to the
atmosphere, where it traps the Earth’s heat like a heavy blanket and causes the world to warm. Studies
show that biodiesel reduces CO2 emissions to a considerable extent and in some cases all most nearly
to zero.

(Source; Report of the committee on development of bio fuel- Planning commission , Govt of India )

Bio-diesel . Physical properties

Standard / Specification Uit Value

Boiling Point c 190-340
Melting Point c -40to -10
Density Glem3 0.87-0.90
Viscosity Nm2is 3550
Flash point Cc 165
Cetane number 48-65
Acid number mg KOH/g <0.8
Vapour Pressure Psi 0.2
Appearance Appearance Pale Yellow Liquid
Odour Odour Mild Odour
Specific heat Btu/lb °F 0.43
Latent Heat of Vapourisation Btu/gal @ 60° F 700
Auto ignition temperature DegC 320
Solubility in Water Megligible
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Source: Planning commission

Properties of different methyl esters in comparison with diesel fuel

Fuel Property Soybean Rapeseed No. 2
Methyl Ester Methyl Ester Diesel Fuel
Formula C18 to C19 C18 to C19 C8 to C25
Carbon (% wi) 78 81 84-87
Hydrogen (% wt) 11 12 13-16
Oxygen 11 7 0
Specific gravity 0.87 0.88 0.81
Pour point {° C) 3 -15 223
mPa-s at 20° C 36 36 26-4.1
Lower Heating
Value kJIL 2 37 =37
Flash Point (° C) - 179 74
Cetane Number 52 62 40 -55

Source: Planning Commission report
Global scenario

Global biodiesel production is driven by the different feedstock in the region. In Europe, sunflower and rapeseed
are the main sources, while soybean is used in the USA.

Feedstock used for bio-diesel production

Raw material

Country /[Region

Europe Sunflower, Rapeseed
LISA Soybkean

Thailand Palrm il

Ireland Frying oil and Animal fats

Source: Planning Commission

Global biodiesel production has been estimated to be 5.16 million tonnes in 2006, up 64 per cent from 3.16
million tonnes in 2005. The prevailing high crude oil prices and the government.s eco-friendly policies have
aided this high growth in production. Germany has been the leading manufacturer, accounting for 51 per cent
of the global production in 2006. France is also an important player, followed by the United States. Southeast
Asia (Malaysia, Indonesia, Singapore, and China), Latin America (Argentina and Brazil), and Southeast Europe
(Romania and Serbia) has also seen arise in biodiesel production.
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Global bio-diesel production
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Malaysia, being the leading manufacturer of palm oil, is likely to account for 10 per cent of the global biodiesel
market by 2010 based on its palm oil plantations. Indonesia also has planned to expand its palm oil plantations
by 1.5 million hectares by 2008 to reach a total of 7 million hectares. The biofuels expansion program also
includes $100 million in subsidies for palm oil and other agro-fuels such as soybean and maize.

Environmental and other issues

The results of various tests indicate substantial reduction in smoke density, gaseous pollutants and aromatic
hydrocarbons due to usage of biodiesel. However, emissions of nitrogen oxide rise slightly depending on the
duty cycle and testing methods.

Also, as biodiesel has a much higher flash point, it is least likely to produce explosive air/fuel vapours. Therefore,it
is safer to handle and store than diesel. Furthermore, biodiesel.s superiority over diesel is reinforced by its
biodegradability and non-toxic nature. The fuel can degrade within 30 days, and thus, creates lesser problems
in case of accidental release or spillage.

If burned without additives, Biodiesel (B100) is estimated to produce about 10 per cent more nitrogen oxide
emissions than diesel; however, these emissions can be reduced through the use of catalytic converters.

The success of biodiesel programme depends on the sustained plantation and availability of jatropha seeds.
This calls for the involvement of farmers, local governing bodies and self-help groups to increase the plantation
of jatropha crop. The policies have not addressed the mechanism of providing finance during the initial 3 years
as the jatropha crop start bearing seeds only from the third year. This is likely to cause a delay in implementation
of the blending norm.

The National Mission on Biodiesel aimed at 5 per cent blending by 2006-07 and 20 per cent blending by 2011-
12.The start of the National mission envisaged a pilot programme of plantation of jatropha over 0.4 million
hectares,followed by self-sustaining cultivation programme in second phase. The Ministry of Rural Development
was set up as the nodal agency with focus on large-scale cultivation of jatropha. However, the programme was
finalised only in October 2006.

The Ministry of Petroleum And Natural Gas announced the biodiesel purchase policy in October 2005. The
policy, which laid down the pricing and collection mechanism, directed the oil marketing companies to purchase
biodiesel which met the BIS standards at Rs 25 per litre. The policy required registered biodiesel manufacturers
to deliver B100 (100 per cent biodiesel) at the notified purchase centres inclusive of taxes and duties and
transportation costs for the delivery of biodiesel at the purchase centres. The policy also outlined setting up 20
purchase centres by OMCs all over the country. The National bio-fuel policy has been drafted and has been
submitted to the cabinet committee in February 2008 for approval. The policy aims at setting up the National
biofuel board which will act as apex board to implement the policies and monitor the use of biofuels on regular
basis.The policy is likely to be delayed as the global rise in prices of agricultural crops is being linked to use
of available stock for production of biofuels.
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The biodiesel requirement at 5 per cent blending norm is expected to be 3.12 million tonnes in 2011-12. In order
to meet this demand an estimated plantation of 2.3 million hectares needs to be planted. However, not more
than 0.5 million hectares are estimated to have been planted till 2007. Since some of these plantations were
done 2 years back, they are mostly from the experimental phase, and the actual output and yield per plant will
be known only when the initial output is available.

Diesel consumption and forecast

Area Coverage vs. Blending Requirements

Year Diesel Bio-Diesel Areafor Bio-Diesel Areafor Bio-Diesel Areafor
Demand | @5%MMT 5% Mha | @10%MMT 10%Mha | @20%MMT 20%Mha

MMT
2005-06 49.56 248 2.07 496 414 991 8.28
2006-07 52.33 2.62 219 523 438 1047 8.76
2011-12 66.90 3.35 2.79 6.69 558 13.38 11.19

(Source: www.ibef.org website accessed on August 11,2008 )
Inadequate plantation will impact ability to provide sustained supply

The supply of biodiesel is contingent upon the Jatropha plantation programme undertaken. A considerable
portion of the programme has been made part of initiatives of rural employment scheme and forest management
programmes. However, the linkage of output of seeds from the plantation has not been given due importance.
As aresult, the progress of these schemes is expected to be slow. The jatropha plantation after accounting for
the initiatives by various states and private players is estimated to be less than 0.5 million hectares in 2007-08.

A large scale plantation of jatropha is imperative, as it can ensure sustained availability of biodiesel . Though
the land for cultivation of jatropha has been identified, large scale plantation would require the involvement of
farmers, self help groups and panchayati raj institutions.

Land use constrained by lack of effective implementation

The existing availability of wasteland indicates that nearly 13.4 million hectares of land would be used for
cultivation of jatropha as indicated by the following facts:

1. Out of the total forests cover of 69 million hectares, 3 million hectares can be used for Jatropha curcas
plantation.

2. The existing land under agriculture is 142 million hectares. Farmers can plant jatropha on the hedges for
plant protection, which would cover 3 million hectares of land.

3. Culturable fallow lands is estimated to be 24 million hectares, of which current fallow lands are 10 million
hectares and other fallows are 14 million hectares. 10 per cent of such land (2.4 million hectares) is
expected to come under Jatropha curcas plantation.

4. Integrated Watershed Development and other poverty alleviation programmes of Ministry of Rural
Development has the potential to ensure 2 million hectare of jatropha plantation

5. Onvast stretches of public lands along railway tracks, roads and canals, one million hectare of notional
coverage with Jatropha curcas is a reasonable assessment.

6. Inaddition, about 4 million hectares of wastelands could also be brought under such plantation.

However, the implementation of the plantation programme is highly dependent on the various government
programmes. These programmes are being implemented by the Ministry of Rural Development to generate
employment opportunities. Hence, success of the plantation programme is unlikely to yield results in the
medium term. The biodiesel policy has also not offered financial support which could encourage farmers to
undertake jatropha cultivation.
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High crude oil prices make biodiesel attractive

The availability of biodiesel depends on the profitability of three segments- farmers, processors and the oil
marketing companies. Since the plantation of jatropha is not profitable as compared with the main crops, it
would be cultivated on marginal lands or on wastelands. The returns to farmers would be affected by seed
prices and labour cost. The current seed prices of Rs 8 per kg would result in higher returns for the farmers.
However, prices would decline with improvement in supply, thereby affecting the returns.

The returns of processors would depend on seed prices, as the procurement prices of biodiesel are currently
fixed by the government. Their returns are likely to improve with falling seed prices. Oil marketing companies
will benefit, as the cost of biodiesel at Rs 27 per litre will be competitive as compared with the ex-storage price
of diesel at crude oil prices above $50 per barrel.

Biodiesel procurement chain

Farmer

Farmer Bio-
Farmer A diesel

Plant
Farmer

Farmer

Farmer

Oil Marketing

Company

Farmer

Bio-
diesel
Plant

Farmer

Farmer

Farmer

Farmer

Farmer

SOURCE: CRISIL RESEARCH

Note: The oil expeller could be at the farmer or at the biodiesel plant.The oil expeller converts non-refined
jatropha oil to biodiesel.

Lowering seeds cost to improve margins for processors

The crude non-edible oil recovered from jatropha seeds need to be refined by the process of transesterification
to make it suitable for blending with diesel. The initial extraction of the oil from the seeds can also be done at
the transesterification plant. The seed, seed collection, oil extraction, oil transesterification, transportation of
seed and oil are the various cost components involved in the process. The process also yields by-products
such as oil cake (used as organic manure) and glycerol (used in soap industry).

Decline in seed prices, along with increase in supply and realisation from the by-products, is likely to improve
the margins for processors. The availability of jatropha has been low due to limited plantation of seeds. The
requirement of jatropha seeds for biodiesel plantation has pushed up prices of seeds to Rs 8 per litre. As seeds
constitute a major cost for the processor, greater availability would improve the margins at the current procurement
prices of Rs 26.50 per litre. The sensitivity of seed prices and the current price offered for biodiesel indicate that
the processors will earn negative returns at the current prices of jatropha seeds. However, as augmenting
supply pushes down the price of seeds, the returns are expected to improve.

High crude oil prices justify focus on biodiesel for oil marketing companies

The biodiesel purchase policy has fixed the price of biodiesel at Rs 26.50 per litre for oil marketing companies.
The blending of biodiesel by the OMC would be driven by the supply as well as the savings possible on account
of under recovery due to sale of diesel at controlled prices. The present high crude oil price scenario indicates
that blending would be beneficial for the OMC.
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Blending at 5 per cent likely to save Rs 10.7 billion in 2011-12

The blending would be beneficial for the OMC if the cost of the biodiesel is lower than the diesel depot price.
The diesel price at the depot inclusive of all taxes except sales tax is at Rs 30.42. Hence, the blending with
biodiesel would result in savings of Rs 0.17 per litre. If the 5 per cent blending target (3,128 million litres of
biodiesel) is metin 2011-12, OMCs would benefit to the tune of Rs 10.7 billion.

Biodiesel blending benefit to OMC
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Blending beneficial at crude above $71 levels

The current depot prices of diesel at Mumbai depot at Rs 30.42 per litre indicates equivalent crude oil price of
$82.5 per barrel (Brent crude). The blending is economical at this level as indicated before, as it would lead to
savings of Rs 0.17 per litre. As the depot price will be driven by crude oil prices, the depot prices of diesel are
estimated to remain higher than the current biodiesel cost of Rs 27 per litre, if the crude oil prices remain above
$71 per barrel (Brent crude).

The table indicates that the Mumbai depot price (ex-storage) will be lower at Rs 21 per litre if the crude oil
prices reach $50 per barrel. The comparison with biodiesel prices indicates that there is no benefit to the
OMCs. Since crude oil prices have been much higher, the comparison with depot prices indicates that the
OMCs will benefit from biodiesel blending.

Industry structure
Players
D1-BP Fuel Crops Ltd

D1 Qils PIc is a UK-based company that produces biodiesel from a variety of crops. It started its operations in
India by entering into joint venture with Mohan Breweries & Distilleries Ltd, and later with Williamson Magor
and Co. Ltd, to develop jatropha plantations in India. In October 2007, a global venture between BP and D1 Oils
plc was formed. The company provides technology and services for the breeding, development, planting and
harvesting of new varieties of commercial biofuel crops with special focus on jatropha.
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Reliance Industries Ltd

Reliance Industries Ltd (RIL) plans to cultivate jatropha on 200 acres of land at Kakinada, Andhra Pradesh,
which can yield high quality biodiesel. The company proposes to start an esterification plant after having
sufficient land under cultivation. The project is being implemented by Reliance Life Sciences, a subsidiary of
RIL.

Godrej Agrovet

Godrej Agrovet Ltd proposes to invest over Rs 5 billion for jatropha and palm oil cultivation in the states of
Gujarat and Mizoram. The company would cultivate jatropha or palm oil according to the nature of the waste
land in these states. Godrej Agrovet plans to invest Rs 2.5 billion for bio-fuel plant cultivation along with the
palm oil processing and plant cultivation project in Gujara. The company would invest the balance for both
jatropha and palm oil cultivation in Mizoram. Godrej would cultivate both jatropha and palm oil in an area
spanning over 10,000 acres in Mizoram as per the fertility of the land.

Emami group

India.s Emami Biotech, part of the Emami Group, expects to commission its Rs-1.5-billion, 100,000-tonne/
year biodiesel plant at Haldia in West Bengal in 2008. This will be the first large biodiesel project undertaken in
the organised sector in West Bengal, and would initially use palm oil as basic raw-material instead of jatropha.

Several smaller Indian companies are already working towards developing biodiesel. Companies such as
Nandan Bioagro and Labland Biotech have tied up with British oil company D1 Oils to produce jatropha and
trade in it.

The company will encourage hundreds of farmers to cultivate the crop under an arrangement.
Feedstock used for biodiesel production

Country/Region Preferred/ Suitable raw material

Eurcpe Sunflower, Rapeseed

LISA Soyabean

Thailand Palm Ol

Ireland Frying oil and Animal Fats

India Mon-edible oil from Jatropha curcas
France and UK Sunflowsr

Source: CRISIL Research

There are many tree species that bear seeds rich in oil, possessing the properties of an excellent fuel, and
which can be processed into diesel. There are number of promising species such as Pongamia pinnata (Karanja)
and Jatropha curcus (Ratanjyot).

Jatropha curcas has been found most suitable due to various favourable attributes such as hardy nature, short
gestation period, high oil recovery and quality of oil, etc. It can be planted on degraded lands through Joint
Forest Management (JFM), farmer.s field boundaries, fallow lands and as agro forestry crop.

Jatropha curcas has been identified by the Planning Commission.s Task Force as the most suitable tree borne
oil (TBO) seed plant for production of biodiesel in view of both the non-edible oil available from it and its
presence throughout the country. The capacity of Jatropha curcas to rehabilitate degraded or dry lands, from
which the poor mostly derive their sustenance, by improving water retention capacity, makes it additionally
suitable for upgradation of land resources.

Advantage over other oil bearing tree species:

¢ Highest oil yield per hectare.

e |t can be grown in most parts of the country.

e |tis easy to establish, grows relatively quickly and is hardy.
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e Plants are not very tall.
e [tis not browsed by animals, as it produces latex.

e Being rich in nitrogen, the seed cake is an excellent source of plant nutrients.

State-wise bio-fuel plantation potential and status
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As a substitute for fast depleting fossil fuel. Bio diesel had come to stay. In future, it should also serve to
reduce and maintain the price of automobile fuel. The under exploited and un exploited vegetable oils are good
sources of biofuel. Our country is endowed with many such plants. Research is being carried out now to
convert vegetable oils into biodiesel through biotechnological processes using biodiesel. With a concentrated
and coordinated effort. Wide use of bio diesel in our country is going to be a reality in the days to come.

A national mission on Bio-Diesel has already been proposed by the committee comprising six micro missions
covering all aspects of plantation, procurement of seed, extraction of oil, trans-esterification, blending & trade,
and research and development. Diesel forms nearly 40% of the energy consumed in the form of hydrocarbon
fuels, and its demand is estimated at 40 million tons.

Therefore blending becomes the important National Issue which apart from giving the dividends , it saves the
country’s exchequer. India has vast stretches of degraded land, mostly in areas with adverse agro- climatic
conditions, where species of Jatropha , Mahua etc can be grown easily.

Even 30 million hectares planted for bio- diesel can completely replace the current use of biofuels. The production
of Bio fuels will also boost the rural economy which will bring more enthusiasm in more than one billion lives in
the area

(Source; Report of the committee on development of bio fuel- Planning commission , Govt of India )
CRISIL Disclaimer:

CRISIL limited has used due care and caution in preparing this report. Information has been obtained by CRISIL
from sources which it considers reliable. However, CRISIL does not guarantee the accuracy, adequacy or
completeness of any information and is not responsible for any errors or omissions or for the results obtained
from the use of such information. No part of this report may be published/reproduced in any form without
CRISIL's prior written approval. CRISIL is not liable for investment decisions which may be based on the views
expressed in this report. CRISIL Research operates independendy of, and does not have access to information
obtained by CRISIL's Rating Division, which may, in its regular operations, obtain information of a confidential
nature that is not available to CRISIL Research.
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PESTICIDES/AGRO CHEMICALS INDUSTRY
Source: THE INDIAN PESTICIDES INDUSTRY- ICRA RESEARCH REPORT January 2008 —
Overview

A pesticide is any substance or mixture of substances intended for preventing, destroying, repelling, or mitigating
any pest. The pesticides (of which insecticides constitute an important segment) or the agrochemicals industry
(hereinafter referred to as the PAC industry) primarily consists of insecticides, herbicides and fungicides.

While farmers have been doing pest management since the onset of agricultural production, the discovery of
the pesticidal properties of synthetic chemicals in the middle of the 20" century has transformed agriculture.
Dichloro-Diphenyl-Trichloroethane (DDT) is perhaps the best known chemical pesticide. DDT was discovered
as an insecticide in 1939 and was used extensively in agriculture, and for public health programs. Subsequently,
other insecticides, herbicides, and fungicides were developed. Their large-scale use started in farming in
industrialised countries, resulting in large increases in production and/or cost savings on labour. The first
Green Revolution, which began in the 1960s, made high-yielding crop varieties available to developing countries,
especially in Asia. Exploitation of the production potential of these varieties stimulated the use of fertiliser and
pesticides. This dynamic led to large increases in food production in many countries but also to growing
pesticide use.

PACs provide vital inputs to crop protection and act as a vital input to agricultural produce. In a world-wide study
of eight crops, it has been estimated that the global harvest losses due to pests was about 42% of attainable
production. Higher yields can be assured by reducing crop losses caused by weeds, pests and insects. PAC
have assisted in controlling pests and maintaining the availability of low cost and high quality food. They also
allow for improved storage and distribution of crops, fruits, and grains.

The importance of PACs in India derives from the fact that that India is an agrarian society. Agriculture is the
backbone of the Indian economy and contributes 18% of India’s GDP. Nearly 70% of the country’s work force
derivesiits livelihood from agriculture. Higher crop productivity can be achieved through high-grade crop protection,
and the challenge is to prevent or reduce pest related crop losses, which are presently estimated at around 20-
25% of crops sown, i.e., approximately Rs. 250-300 billion per annum.

Pesticide use significantly contributes towards enhancing agricultural production and also helps to reduce the
problems of vector-borne diseases. On the other hand, failure to adhere to the safety norms at various stages
of pesticide production and use and also some times non-availability of credible information have caused
serious concerns in the society. There are health risks associated with pesticides. By their very nature, most
chemical-based PACs create some risk of harm to humans, animals, or the environment because they are
designed to kill or otherwise adversely affect living organisms. These risks include on-farm ingestion by workers,
discharge of toxic chemicals into the air and water, and consumption of foods that contain pesticide residues
by consumers. Laboratory studies show that pesticides can cause health problems, such as birth defects,
nerve damage, cancer, and other effects that might occur over a long period of time. However, these effects
depend on how toxic the pesticide is and how much of it is consumed. Some pesticides also pose unique
health risks to children. At the same time, pesticides are one of the vital ingredients of crop protection, and
enhancing agricultural productivity.

Categories of Pesticides

Pesticides are often referred to according to the type of pest they control. In such a classification, pesticides
are normally categorised into the following major categories:

insecticides act against insects which feed on crops, leaves, roots, and other parts of plants;

herbicides (also known as weedicides) act against weeds or unwanted plants compete with the crop for
nutrients, light, water, space.

fungicides act against bacteria, fungi, virus and mycoplasma which cause various diseases in plants.
Other categories of pesticides include:

algicides control algae in lakes, canals, swimming pools, water tanks, and other sites.

antifouling agents: kill or repel organisms that attach to underwater surfaces.
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antimicrobials kill microorganisms (such as bacteria and viruses).

fumigants produce gas or vapour intended to destroy pests in buildings or soil.
miticides kill mites that feed on plants and animals.

ovicides kill eggs of insects and mites.

repellents repel pests, including insects (such as mosquitoes) and birds.
rodenticides control mice and other rodents.

An alternate way to classify PAC is to consider those that are chemical pesticides or are derived from a
common source or production method. Other categories include biopesticides, antimicrobials, and pest control
devices.

Chemical Pesticides comprise the following:

Organophosphate Pesticides were developed during the early 19th century, but their effects on insects,
which are similar to their effects on humans, were discovered in 1932. Some are very poisonous (they
were used in World War Il as nerve agents). However, they usually are not persistent in the environment.

Carbamate Pesticides

Organochlorine Insecticides were commonly used in the past, but many have been removed from the
market due to their health and environmental effects and their persistence (e.g. DDT and chlordane).

Pyrethroid Pesticides were developed as a synthetic version of the naturally occurring pesticide pyrethrin,
which is found in chrysanthemums. They have been modified to increase their stability in the environment.
Some synthetic pyrethroids are toxic to the nervous system.

Biopesticides are pesticides derived from such natural materials as animals, plants, bacteria, and certain
minerals.

The Indian PAC industry primarily comprises of insecticides, fungicides, and herbicides/weedicides. Insecticides
dominate consumption with around 62% of estimated consumption of PAC, followed by herbicides/weedicides
(18%), fungicides (15%), and others (4%). Insecticides are used mainly for rice, cotton and vegetables; herbicides
for rubber, oil palm, tea, and coffee; and fungicides for tobacco, vegetables, and bananas.

The per hectare consumption of pesticides in India is estimated at 0.5 kgs. However, this is not uniform. It
varies vastly across the country with the agro-ecological settings, cropping pattern, irrigation facilities, intensity
of pests and diseases, resistance and resurgence of insect pests, etc. Pesticide use is particularly high in
regions with irrigation facilities and also in those areas where commercial crops are grown.

Cotton, paddy, vegetables and fruits account for over 80% of the pesticide consumption in the country. While
cotton is planted on about 4.5-5% of the total cultivable area (on about 9.3 million hectares or mha), it accounts
for about 33% of pesticide consumption in India, followed by rice (23%), vegetables (9%), wheat (8%), and
pulses (6%).

At present, 209 pesticides have been registered in India. A Registration Committee (RC) has been constituted
under Section 5 of the Insecticides Act, 1968 to register insecticides after scrutinising formulae, verifying
claims of efficacy and safety to human beings and animals, specify the precautions against poisoning and any
other function incidental to these matters. To assess efficacy of the insecticides and their safety to human
beings and animals, the RC has evolved exhaustive guidelines/data requirements which inter-alia includes
residue in crops on which the insecticides are intended to be used. The onus lies with the importers/manufacturers
to generate data relating to the insecticides for which registration are sought. The Government of India (Gol)
has been reviewing the continued use of the registered pesticides at periodical intervals by constituting expert
committees. However, a large number of pesticides that fall under the extremely hazardous category of 1A &
1B of World Health Organisation (WHO) classification are yet to be phased out or banned despite recent
reports linking some of them responsible for serious health hazards like cancer, congenital malformation,
abnormality in reproductive system, etc. Such pesticides, still in use include (a) Extremely Hazardous—
Aldicarb, Methomyl, Monocrotophos, Phorate, Phosphomidon; and (b) Highly Hazardous—Carbofuran, Dichlovos,
Dimethoate, Endosulphan, Ethion, Fenthion, Fenvalerate, Methyl Parathion, Phosalone, and Triazophos.
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Global Market for Pesticides

The global market for chemical pesticides/agrochemicals was estimated at around US$31.19 billion in 2006.
The global market for pesticides declined 2.5% in 2006, as compared with a growth of 1.5% in 2005. In the
period since 1991, the world market has increased from US$23.30 billion, at an average rate of 1.8%. However,
growth has not been uniform.

During 2004-05, the strong performance of the crop protection sector was predominantly due to a reversal of
many of the negative factors that had depressed market performance in recent years. These included recovery
from drought in Northern Europe and Australia, strengthening commodity prices, and improvement in the Latin
American economy. Short term factors that also bene(tted sales were the Asian soybean rust outbreak in
Brazil, excellent growing conditions in the US leading to record harvests and a buoyant farm economy, and
high insect and disease pressure in Japan. The major negative factors were expansion of the area planted with
genetically modified (GM) crops in the regions where the technology has been accepted and increasing
competition in the US glyphosate sector, resulting in depressed herbicide prices.

Following the strong performance of the crop protection sector in 2004, many of the positive factors that
benelted market performance were reversed in 2005. Commaodity prices were weak following strong 2004
harvests; drought affected southern Europe; and drought also depressed southern Brazil and northern Argentina,
whilst the strengthening of the Brazilian Real depressed the agricultural economy in the country. In Asia a
variable monsoon season resulted in early season dry conditions in Thailand, Vietnam and India, whilst a late
but excessive monsoon resulted in a signiicant reduction in cotton pest pressure in India and Pakistan. The
North American markets benelted from a strong farm economy at the start of the year following the strong
2004 harvests, however increasing GM crop areas and a very competitive market, with late season drought
affecting central parts of the US, limited the eventual market growth.

One of the major reasons for the market decline in 2006 was adverse weather conditions in Brazil, North
America, Northern Europe, India and Australia. In addition, many of the negative factors that affected market
performance in 2005 were repeated or exacerbated in 2006. Generally, agricultural commodity prices were low
at the start of the year depressing the farm economy in developed markets, while the strength of the Real in
Brazil significantly depressed farm incomes in local currency terms, reducing purchasing capability for crop
protection products.

During 2007, market conditions have remained challenging, leading to an expectation of further market decline.
The main positive trend is the rapid expansion of the biofuels sector, with the potential that this has for improving
the demand for agricultural produce and subsequently the agricultural economy. The key feedstocks for ethanol
production are maize in the USA, sugarcane in Brazil and cereals in Europe, whilst for biodiesel the most
efficient source is palm oil. However, the focus in the Americas is soyabean oil and oilseed rape in Europe.

The markets for chemical pesticides have undergone rapid changes over the last decade. Overall pesticide use
worldwide over the last decade has remained constant or declined. The reduction can be explained partly by
changing crop prices, greater efficiency of pesticide use as a result of improvements in pest management
practices and technology, increased adoption of GM crops, and IPM techniques aimed at both improving pest
management practices, and in some cases targeting a reduction in pesticide use.

Since biotech/GM crops were first commercialised in 1996, farmers have consistently increased their plantings
of biotech crops by double-digit growth rates every single year since. In 2006, global area of GM or biotech
crops increased 13% to 102 mha (252 million acres or ma). The majority of these sales continue to be derived
from North and Latin America, although uptake in other regions is increasing, particularly in China and India.
The focus of GM crop development is in the soyabean, maize, cotton and canola sectors; however in many of
the countries where GM varieties have been accepted, the area cultivated with these varieties is now approaching
maturity.

Indian Market

India ranks 4" in world PAC production after US, Japan, and China. With estimated domestic consumption of
around 39 thousand metric tonnes (TMT), India’s PAC market is estimated at around Rs. 18 billion. In addition,
India’s PAC exports are estimated at 110.7 TMT in FY2007, valued at around Rs. 28.77 billion.
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The Indian PAC industry is fragmented with more than 60 technical grade pesticides being manufactured
indigenously by 125 producers consisting of around 60 large and medium scale enterprises (including about 10
multinational companies) and more than 500 pesticide formulators spread all over the country. The organised
sector comprises multinational corporations (MNCs) and Indian players. Besides the presence of MNCs such
as Monsanto, Bayer, and Syngenta, there are many major Indian players such as United Phosphorous, Excel
Industries, and Rallis India. Most Indian companies manufacture off-patent pesticides, which comprise over
70% of the Indian market.

Traditionally, the Indian players in the PAC market have focused on marketing generic and off-patent products,
whereas the MNCs have focused on high-end specialty products. The Indian companies are playing to their
basic strengths, which are low-cost manufacture, applied research and extensive distribution. Indian players
focus on applied research, which include developing processes to manufacture off-patent products, more
effective methods of delivering existing products, and new formulations (or combinations) of generic products.
They generally do not have the financial and technical resources for undertaking basic research. The MNCs
dominate the market for proprietary products (patented new molecules). They have the advantage of access to
the R&D pipeline and superior financial resources of their parents. Despite the threat of generic products,
MNCs have introduced quite a few of their top selling global products in the Indian market. Monsanto holds
Indian registrations for almost the entire complement of global brands. The Indian operations of MNCs have
also tried to guard against the cyclicality of the domestic market, by identifying and sticking to niche categories,
crops and markets within the industry. MNCs have also been working at strengthening the linkages with the
farmers through extension and advisory services. Many MNCs have also entered into supply arrangements
with their parents to take advantage of the cost advantage in manufacturing from the Indian facility. Due to
medium capital intensity (Operating Income/assets of 0.7), and Government policy of encouraging the small-
scale sector, intense competition exists. Distribution reach, new product launches, and ability to extend credit
to the farmers influence sales.

The onset of the product patent regime in 2005 can lead to relatively better prospects for the MNCs in the
business. In the post-2005 scenario, the Indian market can expect to witness an inflow of new molecules from
MNCs. The domestic industry would have to meet this competition through development of new molecules,
process and product development, development of new formulations and by better product customisation.
Almost 70% of all agrochemicals present in use in India are off patent. In the new product patent regime, in
which MNCs are expected to bring in new molecules, the domestic players would need to focus on technology
development for bio- and botanical pesticides.

Key Issues Facing the Players
cyclical Nature of Demand

Overall pesticide usage by farmers depends on a multitude of factors, such as climatic conditions, the area
under cultivation, composition and variety of crops, pest and disease pressures, farm incomes, pesticide cost/
crop price ratios, pesticide policies and management practices.

The demand for PAC in India is seasonal and cyclical as it largely depends on agricultural production. PAC
demand is skewed in favour of kharif crops such as cotton and rice, with kharif crops accounting for around
70% of annual consumption of PAC. The peak consumption of PAC is during July-November. As the business
is highly seasonal, PAC companies have to build up inventory in advance of the season by making assumptions
about the monsoon and crop acreage situation.

As stated above, overall PAC consumption primarily depends on agricultural production, which in turn is highly
dependent on rainfall. The ratio of net irrigated area to net sown area is 40% in India. Droughts/deficient
monsoons not only adversely impact kharif sowing season (beginning in July) but also kharif production and
agricultural incomes. They also impact water reservoirs and rabi production. Adverse monsoons also impact
the agricultural input purchasing capacity and loan repaying ability of farmers. Apart from agricultural production
growth, consumption of PAC also depends on the pest pressure. If weather conditions are such that there are
more insects, then farmers are likely to use more insecticides. Even if monsoons are adequate, the attack of
insects or diseases may or may not be very high. Demand growth is a very complex result of various weather
conditions, and unpredictable events like pest pressure and attack of disease impact PAC consumption.

India’s PAC production had peaked at around 95,000 metric tonnes (MT) in FY2000. Since then, production
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has declined to 84,701 MT in FY2007. PAC consumption has declined on a long-term basis because of IPM
techniques and higher adoption of GM cotton. In view of its positive impact in cotton production due to control
of boll worms, the area under Bt./GM cotton has increased from 0.03 mha in 2002-03 to 3.46 mha during 2006-
07. At present, Bt. cotton is the only GM crop approved for commercial cultivation by the Genetic Engineering
Approval Committee (GEAC) of Ministry of Environment & Forests on the basis of bio-safely and suitability for
different regions of the country.

During FY2007, pesticides production and domestic consumption has grown at a slow rate mainly because of
a 180% increase in area under Bt. Cotton. The cumulative rainfall under the South-West monsoon season
(June-September) 2006 was 99.9% of normal. Of the 36 meteorological subdivisions, cumulative rainfall was
normal/excess in 26 subdivisions (32 in 2005), and deficient/scanty/no rain in 10 subdivisions (4 in 2005). At
the district level, 60% of the 533 reported excess/normal rainfall, while the rest received deficient/scanty/no
rain. Uneven and delayed rainfall during the South-West monsoon season led to some reduction in the area
coverage under kharif crops in 2006 season; this decline was largely offset by improved sowing under rabi
crops on account of favourable soil moisture conditions and remunerative open market and support prices.
Significant improvement in the area sown was also observed in the case of rabi crops such as wheat, pulses,
maize and barley, which more than offset the decline witnessed in oilseeds. India’s cotton production is
estimated to have increased 14.8% during 2006-07 to 4.76 million tonnes (mt) mainly because of an increase
in acreage and higher yields. Most cotton growing areas received sufficient rains in July-August 2006 providing
optimal planting and growth conditions. Some pockets in the central states of Gujarat and Maharashtra received
heavy rains in August 2006 causing flooding resulting in some crop damage. However, these rains also
replenished soil moisture and improved yield prospects in this major non-irrigated cotton belt, partially offsetting
the flood damage.

During FY2008, India’s PAC production and consumption is expected to decline because of a sharp increase
in acreage under GM cotton. According to the forecast by the Indian Meteorological Department (IMD), the
rainfall during the 2007 South-West monsoon season was likely to be 93% of the long-period average (LPA),
with a model error of +/- 4%. However, the cumulative rainfall during the South-West monsoon season 2007
was 5% above normal. The area coverage of kharif crops increased during 2007-08 (as on October 26, 2007)
with an increase of 2.8% over the previous year. While foodgrain crops such as pulses and rice have shown
improvement in area sown, coarse grains witnessed a decline. Among non-foodgrains, most cotton growing
areas received good late-season rains in September 2007 resulting in excellent growing conditions for the crop.
As of October 26, 2007, total area sown under cotton was 5.5% (year on year or yoy) higher at 9.30 mha.
Based on the latest cotton planting estimates in various states, area under cultivation is expected to be around
9.53 mha during 2007-08. Because of a 4.2% increase in acreage to 9.53 mha and a 6.1% increase in yields
to 553 kg/ha, India’s cotton production is expected at around 5.27 mt during CY2008. Although cotton acreage
has increased in 2007-08, there are indications of even higher adoption of GM cotton. Area under Bt. Cotton is
expected to increase from 3.46 mha in 2006-07 (representing 38% of the total cotton acreage) to 5 mha in
2007-08 (representing 53% of the total cotton acreage). Further, the incidence of pest & diseases remained
below Economic Threshold Level (ETL) generally for most of the crops.

India’s Pesticides Consumption and Agricultural Production

FY 2003 2004 2005 2006 2007 2008
PAC Volumes
Consumption 48.4 41.0 40.7 39.8 38.0
Production 69.6 85.1 94.0 82.2 84.7
Foodgrains—mt 174.77 213.19 198.36 208.60 216.13
Ofwhichrice 71.82 88.53 83.13 91.79 92.76
Wheat 65.76 72.15 68.64 69.35 74.89
Non-foodgrains—mt
Of which cotton 231 3.04 4.13 4.15 4.59 53
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As can be seen, the domestic production of PAC is higher than consumption, with the surplus being exported.
In recent years, export volumes have increased, which have partially compensated for declining domestic
consumption.

Pesticides are used by around 46% of farmers during kharif and 31% of farmers during the rabi season. India’s
pesticides consumption is also constrained by the availability of pesticides within a reasonable distance.
Pesticides are available within the village for only 19% of farmers, as compared with 27% for fertilisers, and
68% for organic manure. Amongst the states, pesticides usage is high in West Bengal, AP, and TN, but low in
MP, Rajasthan, and UP.

Proportion of Farmers Using Pesticides during 2003-04

percent
State Kharif Rabi
Andhra Pradesh (AP) 71 30
Assam 51 48
Bihar 40 6
Chhattisgarh 38 5
Gujarat 48 25
Haryana 36 43
Jammu & Kashmir (J&K) 40 33
Jharkhand 46 16
Karnataka 55 21
Kerala 36 27
Madhya Pradesh (MP) 28 23
Maharashtra 55 17
Orissa 41 10
Punjab 52 52
Rajasthan 18 19
Tamil Nadu (TN) 65 26
Uttar Pradesh (UP) 39 35
West Bengal (WB) 80 65
All-India 46 31

Shift in Government Policies in Recent Years

The PAC industry is highly sensitive to Government’s policies. The industry is regulated by two ministries.
While the Department of Chemicals and Petrochemicals under the Ministry of Chemicals and Fertilisers promotes
production of pesticides; the Ministry of Agriculture monitors the quality and supply of pesticides. Since pesticides
are toxic and hazardous to humans and environment, and also enter into the food chain, the Gol regulates
manufacture, sale, transport, export/import under Insecticides Act, 1968. Under the Act, no pesticides are
allowed for production/import without registration.

The PAC industry developed in India because of the Gol’s policies of self-reliance across the board, protection
of domestic industry, and assured demand because of the large agricultural production. The Gol has also been
framing various policies towards financing of farmers. Effective 1998-99, banks have been issuing Kisan Credit
Cards to farmers on the basis of their land holdings so that the farmers can use them to readily purchase
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agricultural inputs such as seeds, fertilisers, and pesticides and draw for their production needs. Over the last
couple of years, the Kisan Credit Card Scheme has emerged as an effective tool for catering to the short-term
credit requirements of the farmers.

In recent years, because of increased self-reliance in PAC production, the Gol has reduced customs duties on
imports of PAC. While the Union Budget 2003-04 resulted in reduction in customs duty to 25% on all pesticides,
the Mini-Budget reduced peak customs duty to 20%. The Union Budget for 2007-08 reduced the peak rate of
customs duty to 10%. In the Union Budget for 2000-01, the Gol also increased excise duty on pesticides from
8% to 16%.

In recent years, the PAC industry has diversified into manufacture of biopesticides and synthetic pesticides.
Biopesticides are becoming increasingly popular and often are safer than traditional chemical pesticides. In
India, after the Gol decided to ban hexachlorobenzene (HCB) in April 1997, an estimated 300,000 tonnes of
HCB has been eliminated from use. HCB represented 30% of India’s total PAC consumption. The void created
by HCB did not impact consumption or export, as biopesticides, botanical pesticides, and synthetic pyrethroids,
replaced HCB.

In India, only 12 biopesticides have been registered. The consumption of biopesticides has also increased from
219 MT during FY1997 to around 1,000 MT at present. Various steps taken by the Gol to promote the usage of
biopesticides include simplification of the guidelines for registration of biopesticides; encouraging farmers,
local entrepreneurs, non-governmental organisations (NGOs) for production of biopesticides; provision of
assistance as grants-in-aid for research, development, and production; provision of grants-in-aid provided to the
States for infrastructural development for production of biocontrol agents and biopesticides; and allowing
commercialisation of biopesticides.

Concern about the adverse effects of chemical pesticides due to their indiscriminate use is growing. Pesticides
residues are being found increasingly in Indian farm produce posing a threat to human health. Because of the
increased realisation of the harmful impact of pesticides, the Gol promoted the integrated pest management
(IPM) in 1985, as an eco-friendly strategy of pest containment by exploiting the role of natural agents/forces in
harmony with other pest management practices. The Gol has introduced IPM at the central and state levels for
purposes of plant protection. IPM was adopted as a national policy in 1995 and it was implemented as large-
scale demonstrations cum training in farmer fields in a wide range of crops including cotton. As a major policy
change, the Gol also withdrew the subsidy component on pesticides since 1994-95 to facilitate promotion of
IPM in the country. In India, 28 central IPM centres have been established in many states for pest surveillance
and monitoring, promotion of bio-control methods of conservation, promotion of non-chemical methods of pest
control, training of extension workers and farmers, etc. IPM is discussed in further detail below. The 10" Five-
Year Plan envisaged a strengthening of IPM infrastructure, especially for surveillance and forecasting the
outbreak of pests and diseases and production/multiplication of bio-control agents for field use. Besides,
reliable methods of forecasting are expected to be developed and efforts would be made to make bio-control
agents available on demand to farmers to help them adopt IPM. IPM has contributed significantly to the decline
in consumption of chemical pesticides.

The Gol is also encouraging lower PAC consumption because of safety regulations on import of food products
in various countries (which regulate the quantity of pesticide residues). High level of pesticide residues can
often act as a constraint against increased agricultural exports. Various developed countries require documented
data on pests and disease status. Such markets can only be accessed after introduction of a regular system
for monitoring through survey and surveillance of different production belts of major crops. Rejection of even one
shipment because of the discovery of an unknown pest at a port or high pesticide residues can result in the
exporting country being placed on a quarantine list for that commodity, thus eliminating one import market.
Repeated violations of residue requirements can result in automatic detention (inspection or fumigation or both)
of all shipments from a country until it can document sufficient pre-inspection quality control. In the past,
Japan, Australia and China have banned imports of mangoes and grapes from India on account of presence of
certain fruit flies. Japan desires Vapour Heat Treatment (VHT) of fruits for disinfestations before these can be
allowed to enter into their country.
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State-wise Consumption of Pesticides

MT
FY 1996 2000 2001 2002 2003 2004 2005 5-year

CAGR

AP 10,957 4,054 4,000 3,850 3,706 2,034 2,133 -12.1%
Bihar 1,383 832 853 890 1,010 860 850 0.4%
Gujarat 4,560 3,646 2,822 4,100 4,500 4,000 2,900 -4.5%
Haryana 5,100 5,025 5,025 5,020 5,012 4,730 4,520 -2.1%
Karnataka 3,924 2,484 2,020 2,500 2,700 1,692 2,200 -2.4%
Kerala 1,280 1,069 754 1,345 902 326 360 -19.6%
MP 1,748 1,528 871 714 1,026 662 749 -13.3%
Maharashtra 5,097 3,614 3,239 3,135 3,724 3,385 3,030 -3.5%
Orissa 1,293 998 1,006 1,018 1,134 682 692 -7.1%
Punjab 7,200 6,972 7,005 7,200 7,200 6,780 6,900 -0.2%
Rajasthan 3,210 2,547 3,040 4,628 3,200 2,303 1,628 -8.6%
™ 2,080 1,685 1,668 1,576 3,346 1,434 2,466 7.9%
uP 8,110 7,459 7,023 6,951 6,775 6,710 6,855 -1.7%
West Bengal 4,213 3,370 3,250 3,180 3,000 3,900 4,000 3.5%
Others 1,105 912 1,008 913 1,115 1,622 1,389 8.8%
TOTAL 61,260 46,195 43,584 47,020 48,350 41,020 40,672 -2.5%

Crop-wise Consumption of Pesticides in India

Crop

Share of Pesticide Use

Cotton

Paddy
Vegetables
Wheat

Pulses
Plantation Crops
Fruits

Other

32%
23%
9%
8%
6%
6%
5%
12%

Total

100.0%
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DEMAND SUPPLY POSITION

The demand-supply position of pesticides for the last few years is presented below:
Demand and Supply of Pesticides

Thousand MT

FY 2001 2002 2003 2004 2005 2006 2007
Domestic Production 92.3 81.8 69.6 85.1 94.0 82.2 84.7
Domestic Consumption 43.6 47.0 48.4 41.0 40.7 39.8 39.5
Exports 47.9 50.1 55.7 69.0 79.1 94.5 110.7
Imports 5.9 7.2 6.8 12.6 185 22.8 24.9

As can be seen from the table above, the demand for pesticides in India has declined, because of slow growth
in agricultural production, increase in GM CROP area under of pesticide-using agricultural products, and
steady progress in the implementation of IPM. Since the 1990s, the most important factor behind the slow
growth/decline in PAC consumption has been the slowdown in agricultural production. During the 1990s (1989-
90 to 1999-2000), the growth of agriculture decelerated as compared to the 1980s (1979-80 to 1989-90). The
overall annual growth rate of crop production declined from 3.72% to 2.29%. Productivity growth also declined
from 2.99% to 1.21%. The consumption of pesticides also seems to have declined because of the propagation
of the IPM approach, and increasing awareness about the hazards of pesticides.

Responding to the slow-down in domestic demand, production has also declined from 95.3 thousand MT in
FY2000 to an estimated 84.7 thousand MT in FY2007. However, production has still been in excess of domestic
demand. As a result, the Indian PAC industry has increasingly resorted to exports over the past few years.
Export volumes of pesticides have increased from 40.7 thousand MT in FY2000 to 110.7 thousand MT in
FY2007.

However, unit export realisations have declined because of the depressed state of world pesticides demand,
and increased competition caused because of excess capacities.

OUTLOOK

Modern techniques of farming have led to an increased dependence on chemicals in order to enhance food
production and security. Pesticides are one of the major agro-inputs that have significantly contributed to food
security in India. The domestic consumption of PAC is dependent on agricultural production, which is largely
dependent on rainfall. However, domestic consumption of PAC has declined at a 5-year compounded annual
growth rate (CAGR) of 2%. The overall pesticide use in India over the last decade has declined. The reduction
can be explained partly by changing crop prices, greater efficiency of pesticide use as a result of improvements
in pest management practices and technology, substantially higher adoption of GM cotton, and government
policies aimed at both improving pest management practices, and in some cases targeting a reduction in
pesticide use. Use of integrated nutrients through chemical fertilisers and organic sources is also being
encouraged so as to improve and maintain soil fertility and make cheaper source of plant nutrients available to
the crops. Apart from promoting IPM, the Gol has also been periodically reviewing the continued use/restriction/
ban of specific pesticides reported to be hazardous. Because of declining domestic consumption, production
has also declined in recent years. Over the years, the export market has increasingly provided a cushion to the
vagaries of the domestic market. Out of the combined turnover of Rs. 47 billion, the export turnover is around
Rs. 29 billion. An export-oriented strategy has the potential to deliver rapid expansion in volumes and provide
better insulation from the cyclicalities of the domestic market. Over the years, Indian PAC companies have
developed process technologies for many PACs, and PAC exports have increased significantly in recent years.
The easy availability of raw materials, low-cost trained and skilled workforce, low overheads, and technically
qualified managerial base is likely to make India an attractive sourcing destination for global MNCs. Many
overseas companies are also undertaking collaborative research with local companies and institutions.

Though pesticides have contributed to India’s growing food production, they have also paved the way for
serious outbreaks of pests and diseases as well as damage to bio-diversity and environment. Despite use of
pesticides, pest outbreaks continue in many crops; and many pests like bollworms and whitefly in cotton,
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brown planthopper (BPH) in rice, Spodoptera litura in groundnut have developed manifold resistance due to
indiscriminate use of pesticides. The ill effect of pesticides has also led to the significant natural pest-enemy
population in the cotton, rice and groundnut eco-system.

Given the current reliance on chemical pesticides, along with the uncertainties about many non-chemical
approaches, itis unlikely that there will be pesticide-free agriculture over the next decade. Rather, it is highly
probable that the forms of IPM that will be encouraged will include a greater reliance on biological approaches
and the judicious use of some chemical pesticides. Greater attention is likely to be paid to applying the right
guantities of pesticides at the appropriate times and safeguarding the natural enemies of pests. At the same
time, IPM will also incorporate the use of crop rotations and pest-resistant varieties of crops.

Another important issue regarding pest management in the future centers on the role of biotechnology in crop
production. The present decade is likely to see a substantial increase in the production of GM crops. Genetically
engineered plants have been designed to resist pests such as stem borers and nematodes without the need for
pesticides. Others are expected to combine both herbicide resistance and insect resistance in one seed.
Higher adoption of GM crops has resulted in a decline in pesticide usage. There are concerns, however, that
the rapid diffusion of improved varieties may well lead to pest resistance, including the possible transfer of
genetic qualities from modified plants to weeds, creating new generations of weeds resistant to herbicides.
There are also concerns about the long-term effects of increased consumption of genetically altered materials
on both humans and animals.

Policymakers and stakeholders interested in effective crop protection have to balance the social benefits and
costs of pesticide use. Options for improving pest management include the development of pesticides that are
more benign than current products. IPM promises to be the most pragmatic approach. Genetically engineered
crops offer great promise but need to be monitored. Developing countries such as India will have to invest in
their own technological capacities or enter into sharing arrangements with MNCs.

Source : ICRA Report on The Indian Pesticides Industry January 2008
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2. OUR BUSINESS

Our Company was incorporated on September 29, 1995 with the main objective of manufacturing of Agro
Chemicals.

Agro Chemical Activity

Andhra Pradesh stands first in agro chemical consumption in India as far as the state wise markets are
concerned. The average stable growth is between 3-5% (Approximately) in the domestic market every year
based on GDP and more specifically agriculture growth. Our Company has been predominantly concentrating
in coastal districts of Andhra Pradesh, where paddy is grown extensively.

Our Company’s main products are in three forms viz., liquids, granules and dusts. Our Company has CIB
registrations for 34 products to manufacture pesticides for crops i.e. Paddy, Cotton, Sugarcane, Turmeric,
Chillies, Pulses, Vegetable etc., of which it is currently manufacturing 17 products.

Our Team and Management :

Our Chairman Mr. Kanuparthi Balakrishna Rao , who has more than 40 years of experience in this Industry, has
been instrumental in guiding the board in formulation of strategy and planning. Our managing director Mr. K. T
Vijaya Kumar with more than 27 years experience in this industry has overall control over day to day activities
of our Company and has been able to motivate our key managerial personnel to create a team of dedicated
techno commercial marketing staff, dealers and distributors.

Distribution Net work:

Our distribution network consists of distributors and dealers in 5 districts of Andhra Pradesh . We have more
than 18 distributors who help us in selling our products to end users through the chain of more than 350 direct
dealers and 550 retailers. We hold regular farmers meets at different places to educate and disseminate new
methods of the plant protection with the help of our techno commercial marketing sales staff, dealers and
distributors. With the help our distribution network & marketing team, we keep ourselves updated about the
occurrence of a particular pest. Based on this information and our experience, we reschedule our production
and distribution. We have established strong dealer network spread through out 5 districts of A.P wherein we
maintain adequate stocks to make our products available at short notices. This strategy helps us in selling our
products effectively.

Our Product Range:

We have 34 products in our product portfolio which consists of different kind of insecticides. We manufacture
various formulations comprising of liquids, granules and powder formulations. Our products are available in
various sizes of packaging catering to the needs of small, marginal and large farmers. Our product range
covers most of the crops and majority of plant infections. We provide end to end plant protection solutions to
farmers through our distributors. Our product range helps us in attracting large distributors of agrochemicals to
become our distributor.

Our Products:

We have certificate of registrations for 34 formulations. Our largest selling formulations are CHEMCEL HEXA,
COUNTER; COSY; CELPHATE". We carry out product awareness exercises with the help of advertisement.
Our product quality awareness helps us in getting repeat purchases by end users.

Our Production Facilities

Our Company has set up production unit at Kanuru, Vijayawada, Andhra Pradesh for production of a wide
range of pesticides. which is very close to rice belts of Krishna & Godavari districts, and commercial belts of
Guntur and Khammam. Land is very fertile and farmers have been taking 2 crops around the year in the area.
We have semi-automated granule sections, and semi-automatic liquid lines, chemical resistant reactors for
insecticides. We have laid out a Quality Assurance plan for all products and practices Quality Control checks,
testing and inspection at all stages. In recognition of the quality system, established by our Company in
respect of manufacturing, formulation and marketing of agrochemicals, is a set of rules that companies follow
to assure that they have the systems needed to meet their customers’ needs.
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Our Company’s main products are in three forms viz., Liquids, granules and dusts. Individual capacities of
these products are as under:

Liquids 1000 KL/per year
Granules 1000 MT/per year
Dusts 300 MT/per year

Our Company has CIB registrations for 34 formulations to manufacture pesticides for crops i.e. Paddy, Cotton,
Sugarcane, Turmeric, Chillies, Pulses, Vegetable etc., of which itis currently manufacturing 17 formulations.

PRIMARY PRODUCT DESCRIPTION

PRODUCTNAME | TECHNICAL NAME USAGE APPLICABILITY

CHEMCEL HEXA | HEXACONAZOLE-5% EC Fight against sheath blight; Rice plants.
control Leaf spots, Leaf
streaks.

COUNTER IMIDACLOPRID -17.8% SL Effective against Brown Rice, Chillies, Cotton.

Plant Hooper.

COosy TRICYCLAZOLE -75% WP Effective against ‘Blast’ Rice crops.
symptoms.

BUMPER CYPERMETHRIN -10% EC Control of caterpillars and Different commercial crops.
Boll Worms

CARE LAMBDA CYHALOTHRIN -2.5% EC| Controls caterpillars and Different commercial crops.
sucking pests.

CHASE CHLORPYRIPHOS -20% EC Control Leaf Roller and Gall Paddy, Sugarcane, Wheat,
Midge stem borer of Paddy, Barley.

Boll Worms and cut fly of
cotton, insects of
sugarcane etc.

MONOCEL MONOCROTOPHOS -36% SL Control Brown Plant Hooper, Paddy, Maize, Green gram,
Green Leaf Hooper, Yellow Black gram Pea, Sugarcane.
stem borer of Paddy, and
Shoot stem fly of Maize, Pod
Borers of Bengal Gram etc.

CELPHATE ACEPHATE- 75% SP Control Boll Worm, Jassids, Cotton and Sunflower.
Aphids.

QUINTOX QUINALPHOS -25% EC Control Brown Plant Hooper, | Paddy, Wheat, Cotton,
blue beetle, leaf roller, stem Oilseeds, Pulses.
borer of paddy, mightand
shoot fly of sorghum, ear head
of caterpillar, insects
of pulses etc.

LEAD CARBENDAZIM-50% WP Control Blast &sheath blight Paddy, Wheat, Maize, Cluster
of paddy, loose smutof wheat | beet, Rose, Ber, Grapes,
and barley, brown rot of Tobacco, Chillies and Apples.
maize, powdery mildew of
sugar beet, peas, cluster bean,
damping of chillies etc.

CHASER Chlorpyriphos 50% + Cyperme Controls against all types of Chillies, Cotton,Vegetables,

thrin 5% EC caterpillars all Orchard crops

HEXAPLUS HEXACONAZOLE 5% SC Controls against Sheath Rice plants
blightin rice
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As on date, this division has CIB registrations for the following formulations:

Name of the Product
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Acephate-75% SP
Cypermethrin-25% EC
Cypermethrin-10% EC
Chlorpyriphos-20% EC
Carbendazim-50% WP
Copper oxychloride-50% WP
Dicofol-18.5% EC
Ethion-50% EC
Endosulfan-35% EC
Fenvalerate-20% EC
Hexaconazole-5% EC
Imidacloprid-17.8% SL
Lambda Cyhalothrin-5% EC
Lambda Cyhalothrin-2.5% EC
Monocrotophos-36% SL
Propiconazole-25% EC
Quinalphos-25% EC
Tricyclazole-75% WP
Ethion-40% + Cypermethrin-5% EC
Acetamiprid-20% SP
Hexaconazole-5% SC
Chlorpyriphos-50%-+Cypermethrin-5%EC
Dimethoate 30 % EC
Indoxicarb 14.5%SC
Carbendazium 12% + Mancozeb 63% WP
Traizophos 40% EC
Mancozeb 75% WP

Cartap Hydrochloride 4% GR
Carbofuran 3% C.G.
Chlorpyriphos 10% GR
Imidacloprid 70%
Validamycin 3% L
Indoxacarb 14.5% SC
Dichlorovos 76% EC
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Product Usage:

The products manufactured by our Company are useful for fighting insecticides & fungicides in crops like
cotton, paddy, chillies, vegetables, pulses etc. The end user of these products is farmer.

MANUFACTURING PROCESS
Pesticides Formulation

The Pesticide formulations are prepared from liquids/E.Cs, Dust particles and Granules

Dusts/Wettable powders:

The plant and machinery required for wetable powder manufacturing is hammer mill and/or pulvisor. Each raw
material is weighed and fed as per BIS standard into pre mixing blender which is then sent to hammer mill for
pulversing for producing dustable powders. After this, the product is sent to blending machine where the
blending of products take place and final product is produced. After Quality checking, if the finished products
meets with the ISI Standard, the same is transferred to the stocking bags for packing through automatic
machine. The finished product is sent to storage godown for dispatch.
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FLOW CHART FOR WETABLE POWDER FORMULATION
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The plant and machinery required for granule manufacturing is granule plant and Coated granule mill. Itis a
completely automated plant where in the raw materials is fed and we get the finished product after passing
through various processes shown in the flow chart above. In granule manufacturing plant, each raw material is
weighed and fed into the mixing mill as per BIS standard. In the mixing mill all the raw materials are mixed and
finished granule is produced. After Quality checking, if the finished granules meet with the I1SI Standard, the
same is transferred to the storage tank for packing.The finished product is sent to storage godown for dispatch.
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FLOW CHART FOR GRANULE
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Formulations:

For the manufacturing of the EC formulation, raw materials are mixed in the kettle after weighing. The product
is checked for quality standards. If product meet the BIS specifications, it is sent for filtration process. The
finished product is stored in intermediate tank. From the intermediate tank these products are sent for packaging.
The packed material is sent to storage godown for dispatch.

Liguids/Emulsifiable concentrates:
The process involved in the formulation of pesticides can be described as follows:

1.

In the first step, the technical grade pesticides, solvents, emulsifiers and other ingredients are weighed
based on the batch size that is to be formulated.

The materials weighed in step one are directly transferred from the drum/storage tanks to a stainless
steel formulation tank, which is then mixed and stirred for a period of four hours to get the desired
formulation.

Once the desired formulation is ready, samples are drawn from the tank for analysis by the QCD.

The QCD gives an analytical report confirming that the products produced meet all specifications as set
by Bureau of Indian Standards

After which the material in the tank is passed via a filter to the Auto Filling Machine and onto the packing
line.

The products are then packed in various types of containers such as HDPE, Tin, and Aluminium etc. as
per the required guidelines.
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FLOW CHART FOR E.C. FORMULATION
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Quality control

We carry out Quality Control at each stage of production. The quality of input is tested and recorded for the
future reference. Based on the input quality the finer adjustment is done manufacturing process to maintain the
quality and consistency of end product. The semi finished product is tested for quality and consistency. If there
is any deviation from accepted norm the whole batch is reprocessed. Further before the end product is sent for
the packing the finished product is tested for quality. If the finished product meets the quality norms then it is
sent to the packaging.

Packaging:

We pack our product in various size depending as per the norms of the insecticides act. The granules are
packed in 1kg, 5 Kg, 25 Kg, the EC are packed in 50ml, 2700ml, 200ml,250ml 500ml, 11t, 5 Itr, 10It, 20It packs
depending on the products. We use various packaging material including HDPE Bottle of various sizes, Aluminum
bottle, Plastic packaging (including the water soluble plastic), Jar, Drums, cartons, bags etc. The finished
product is packed in suitable packaging material in suitable quality for the transportation. The packed product
passes through the quality checks and send to warehouse before transportation after the getting the clearance
of the QC manager.
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Infrastructural Facilities:

Our Company’s headquarter is located at 16-130/12, JRD Tata Industrial Estate, Auto Nagar, Kanuru, Vijayawada
— 520 007. This office houses the business units and other support functions such as sales, marketing,
finance, HR, and Quality control.

The factory is located in an area of 1849.02 sq. yards and with an RCC built up area of about 15,000 sq. ft. In
this multi- product plant, the unit is in a position to manufacture Pesticides, Liquid & Powder formulations. The
plant has the installed capacities to manufacture the following:

Granular Formulations 1000 MT
Liquids Formulations 1000 KL
Dusts 300 MT

Capacity Utilisation of CBL for Different Products

2003-04 2004-05 2005-06 2006-07 2007-08
Products Installed | Utilisation | Installed | Utilisation | Installed | Utilisation | Installed | Utilisation | Installed | Utilisation
Capacity (%) | Capacity (%) | Capacity (%) | Capacity (%) |Capacity (%)
Emulsified Concentrate 1,000 21% 1000 21% 1000 26% 1000 21% 1000 58%
(Kiloliters)
Granules (tonnes) 1,000 6% 1000 30% 1000 45% 1000 10% 1000 3%
Dusts (tonnes) 300 0% 300 10% 300 % 300 1% 300 21%

Raw material:

All the required raw materials are available in local market throughout the year. The lead-time varies from 15 to
30 days. Major raw materials are Technicals like CHLORPYRIPHOS-20% EC, MONOCROTOPHOS-36% SL,
ACEPHATE-75%, SP, QUINALPHOS-25% EC, CARBENDAZIM-50% WP and solvents like C9, Cyclohexanon,
Aromax, Methyl Perolidine and emulsifiers like UNITOX 33RN, UNITOX 60RA, CRES 40X, SC793, CRESLOX
SC794, UNITOX-CFN , AGRIMAR VA6, BENTONITE GRANULES; SILICAetc.,.

Power:

Our Company has sanction of power of about 70 KVA, which is adequate for its existing set of machinery. It
has sufficient installed capacity and does not require any increase in the capacity to achieve its targeted sales.
Power supply is fairly regular; nevertheless, our Company has installed a D.G .set of 32 KVA capacity to take
care of the essential production in case of need.

Water requirement:

We do not require water for our manufacturing process except for cleaning process. Factory being located in a
well developed industrial estate, water supply is smooth and assured. Our Company has sufficient water
connections to accommodate the increased production facilities

Environment aspect:

We have taken necessary precautions as desired by Andhra Pradesh Pollution Control Board to keep the
pollution levels within purview of norms.

Fuel:
We do not require fuel except for the generation of power during the power failures.
Technology

We do not have any technology agreement for the current products as the technology used for the manufacturing
of current product is readily available. We have semi liquid filling Lines, granule sections for manufacturing &
packing.
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Research and Development

Our focus area for R&D are identifying and manufacturing high value added, developing complex new molecules
for introduction in generic market. We also focus on development of eco friendly formulations like Soluble
Concentrates (SCs), Emulsion in Water (EWSs) , Wettable Dispersible Granules( WDGS) etc.

Manpower Availability:

Our Company at present has 37 permanent employees. The details of the same are as under:

Category Present Proposed Total
Permanent 30 10 40
Trainee 23 50 73
Casual 30 80 110
Contract employee Nil Nil Nil
Total 83 140 223

Vijayawada being a well developed Industrial area has abundant skilled & unskilled labourers who are easily
available. Our Company does not foresee any problem in recruiting additional manpower.

Intellecutal Properties:

Our Company has registered the following trademarks with the Trade Marks Registry, Mumbai.

No. Trade Mark No. Trade Mark Class
1 10082"5 “CHEMINOCEL” 1
2 11183"3 “CONTACT” 5

Immovable Properties of the Company:
Our Company owns the following properties:

1. Freehold Land admeasuring 2811.36 Square Yards. at N0.183/1, Kanura Gram Panchayat Board,
Penamaluru Mandal, Vijayawada, Krishna District.

2. Freehold Land admeasuring 2260.40 Sq Yards with a constructed area of 5500 sq. feet shed located at
plot no.260 A, Kondapalli Industrial Estate, Kondapalli, near Vijayawada.

Our Company has not purchased any property in the past two years in which any Directors or Promoters have
any direct or indirect interest in any payment made thereof.

Competition: The total market size of the pesticides is estimated at Rs.1,200 Crores in A.P. At present,
pesticides are being manufactured by few companies both in the organized & unorganized sector. Major
players in the organized sector are UPL, Rallis India Ltd., Hyderabad Chemicals, Bayer Crop Science, Syngenta,
Cheminova, Nagarjuna Agri Chem etc. Our Company has a established network of distributors, dealers and
retailers, which is a pre-requisite to survive in this sector.

HR POLICIES OF OUR COMPANY

Our Company has aligned its HR policy with a strategy of sustaining a Leader in Agriculture Formulations and
Bio Diesel business. The HR policy aims to enable scalability of its business and processes, simultaneously
achieving a high level of ownership and involvement in employees. The HR policy is built around the core values
and beliefs of:

®  Trustand faith
Flexibility
Open culture

Development of employees being the prime responsibility at our Company level

Concern for individuals
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Initiatives, policies and procedures, are evolved through a consultative process with employees. These have
helped create a non-hierarchical, flexible and informal work environment.

The key elements of the HR policy are:
Recruitment

The aim is to attract the best available talent and effectively deploy resources to meet the business requirements.
The recruitment sources targeted include a mix of referenced applications and recruitment through advertisements
and placement agencies.

Training and development

All new recruits are inducted through a structured training programme involving technical training by a qualified
HR team & technical team. The HR policy provides for a minimum 3 days training per year for all employees.
Non-executive employees are trained in personal and professional effectiveness, engineers in effective
communication skills and front line executives in effective business presentation. Executive development courses
are held for staff with supervisory responsibilities. Managerial employees undergo training for management,
development and project management skills. Senior managers are also sponsored for advanced management
development programmes in leading training institutions in India.

Employee evaluation

Employee evaluation is used as a tool for managing performance planning and motivating, evaluating and
enhancing the performance of employees to achieve organizational goals. Performance management seeks to
establish and maintain an environment that supports business processes and ensures that employee
performance is evaluated against the achievement of objectives aligned to the goals. All employees are provided
with an opportunity to discuss their performance, plan their development and submit self-appraisals. Performance
appraisals are carried out annually. Performance ratings are discussed with the employee and feedback is
given in a very constructive manner. The goals for the next period and the factors that facilitate and inhibit their
achievement are discussed.

Incentive policy

Our Company is developing an Incentive policy with the aim to provide higher flexibility and incorporate the best
industry practices. The remuneration package consists of fixed and variable components fixed component is
based on a cost-to-company structure and is made up of two major componen—s - basic pay and allowances.
Variable component is determined based on the performance of the individual, and SBU Performance.

Retention

Our Company endeavors to provide its employees with a challenging work environment aimed at developing
individual potential and providing multiple opportunities for growth and fulfillment.

BIO DIESEL UNIT:

Our pesticide business is seasonal to a certain extent. The business is also dependent on uncertainties like
dry spells, floods, pest incidents etc. To mitigate the impact of seasonality on our Company financials and to
ensure a consistent source of revenue, our Company intends to diversify its operations. Given the huge potential
in the Bio-diesel industry and the support lent by the government, our Company has planned to make a foray
into the Bio-diesel industry. Our Company as a step towards this direction, has purchased land admeasuring
2260.40 Sq Yards or 1889.98 Sq Metres with 5500 Sq Feet built up industrial shed for setting up its proposed
bio-diesel unit. Our Company plans to set up a Bio-diesel manufacturing unit having a capacity of 20 TPD of 3
shifts. Bio-diesel segment has huge potentials both in terms of revenue and profit margin. This would boost our
Company profitability and presence in the market. This would help our Company to contribute to the economy
by using the waste land and providing agricultural employment.

LOCATION OF THE PLANT:

The proposed manufacturing facility for manufacture of bio diesel is situated at Plot No. 260 A, Industrial
Development Area, Kondapally, Krishna Dist, Andhra Pradesh. Details of the facilities including address, area,
etc. are given under the heading ‘Location & Facilities’ in section titled objects of the issue starting from page
no.32 of this Prospectus. The processing plant is designed to have installed capacity of 20 TPD of 3 shiftsi.e.
6000 tonnes per annum for 300 working days, of bio-diesel production at about 30% yield of input of 20000
tonnes of oil seeds of Jatropha Curcas.
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PLANT, MACHINERY, TECHNOLOGY, PROCESSES ETC:

The list of plant and machinery and other equipment required for the Project and the related details are given
above in the section entitled ‘Objects of the Issue’.

INFRASTRUCTURE FACILITIES:
a) Requirement of power and its arrangements:

Uninterrupted power, stable voltage, minimum transmission power line and minimum rate of electricity
charges are the main requirements for the efficient running of the Bio Diesel processing unit. Our Company
shall apply for a power connection of 125 KVA, which is sufficient for the operation of machines. Our
Company will provide for a new D.G. set of 125 KVA as a stand by arrangement..

b) Requirement of water

The Biodiesel production unit consumes 50 m3/ton of water. Water is sufficiently available around the
proposed location from ground water

c) Manpower

Category Present Proposed Total
Permanent 0 7 7
Trainee 0 3 3
Casual 0 27 27
Contract employee 0 0 0
Total 0 37 37

Our Company already has most of the key employees required for managing the proposed project operations.
It will be recruiting the additional manpower as listed above in due course. Vijayawada being a well developed
Industrial area has abundant skilled & unskilled labourers who are easily available. Our Company does not
foresee any problem in recruiting additional manpower.

d) Raw material

For production of bio diesel at installed capacity, our Company would require 20000 tons per annum of
non edible oil. Our Company already has the following arrangements for supply of raw material in place:

®  Our Company has entered into an agreement with M/s Jetro Petro Biotech Private Limited our
subsidiary company for supply of 1700 tons of Jatropha seeds per month.The company has entered
into long term contracts with 179 farmers for growing Jatropha trees in their land aggregating to 2000
acres.This would ensure continuous and adequate supply of jatropha seeds to us .

®  The Department of Environment, Forest, Science & Technology, Government of Andhra Pradesh has
plans to plant additional 30 - 60 million pongamia tress on degraded soils and waste lands in next
few years.

®  As per the market survey of Chemical Construction International Pvt. Ltd., 67,000 tons of various
non edible vegetable oils / Fatty Acids / Distilled Fatty Acids / Acid oils etc. which indicates substantial
availability of raw material in the State of Andhra Pradesh.

®  Our Company has been motivating the farmers to go for the plantation of Jatropha

Hence, our Company does not envisage any difficulty in procuring the requisite raw material for its bio diesel
project.

Environmental aspects

The project promotes the use of bio-diesel, which is a renewable fuel. Bio-diesel is comparatively clean, safe,
biodegradable and free from sulphur content. Combustion of bio-diesel reduces serious air pollutants such as
soot, particulate, carbon monoxide, hydrocarbons and air toxics. In view of the above, bio-diesel can be used
as a substitute fuel to petroleum based diesel in transportation vehicles and hence use of bio-diesel is
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environmentally safe and reduces air pollution.

Further, substitution of petroleum based diesel with bio-diesel results in reduction of anthropogenic GHG
emissions in the transportation sector, since the source of raw materials for bio-diesel manufacturing is Jatropha
seeds which continually absorb CO2 from the atmosphere. In addition, the project activity encourages plantation
of new Pongamia and Jatropha trees in wasteland thereby increasing the greenery and making the wastelands
more compact. Hence, the project activity results in global environmental benefits by way of mitigation of
greenhouse gases.

RESEARCH & DEVELOPMENT:
Our Company at this point of time has no research and development center for biodiesel.
MARKETING & SELLING ARRANGEMENTS:

The Ministry of Petroleum and Natural Gas, India had formulated bio diesel purchase policy and as per the
policy with effect from 1-1-06 the public sector oil marketing companies shall purchase through select purchase
centres ,bio- diesel (B100) which meet the fuel quality standard prescribed in BIS (Bureau of Industrial Standards).
Purchase centres have been identified in consultation with oil marketing companies such as IOC,HPC, BPC
on basis of testing and blending HSD percent to the extent of 5 percent. As per need more purchase centres
would be identified later on. Bio diesel manufacturers should approach the state level coordinator and after
assessment of the production capacity and credibility samples would be tested to check if they meet the BIS
standards. Ghatkesar (HPC) is the purchase centre for the state of Andhra Pradesh.Registration priority will be
given to the producers who propose to use non edible oil and support farming for the same.The Oil marketing
companies would fix on a uniform price depending on the market conditions. The uniform price once fixed shall
be in operation for six months. The initial purchase price of bio-diesel by the oil marketing companies will be
Rs.25 per litre. The registered authorized bio-diesel manufactures shall be required to deliver B100 at the
notified purchase centres in calibrated tank trucks of capacity not less than 10 KL. Our Company has already
submitted an application to the designated centre expressing interest to supply Bio diesel. After commencement
of production our company shall supply bio diesel to the designated centre in terms of the Bio diesel purchase
policy of India .

In addition to the above our Company has already received letter showing expression of interest (EOI) from the
Indian Railways. Discussions with the Andhra Pradesh State Road Transport Corporation, Vijayawada Municipal
Corporation, Andhra Pradesh State Lorry Association and some private Companies in the fields of construction,
hospitals, etc. are also in process. These EOIs would be converted into firm Agreements once Bio Diesel
production begins.

Transport:

Our factory is centrally located in the state having excellent rail and road transporation facility to reach any
destination within 24 hours in the state.

Governmental Support:

State Government has announced subsidies for the supply of drip irrigation to jatropha plantations besides
supply of seedlings at lowest rates. Governemnt is also coming forward in allotting lands on long lease for
developing jatropha plantations. Government is creating enough awareness amongst the farming community
for raising jatropha plantations and also with the automobile vehicle users about the damages caused by
petrodiesel. This is enough support for ensuring availability of jatropha seeds for manufacturing Biodiesel and
also for creating demand amongst the users.

E. PROPERTY

The details of proposed production facility are provided below

S. No. Location Owned/Rented /Contract Area
01 KONDAPALLY Own 2260.40 Sq yards or
Krishnadist 1889.98 Sq.metres
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PURCHASE OF PROPERTY

Except as stated in “Objects of the Issue” in this Offer document and save in respect of the property
purchased or acquired or to be purchased or acquired in connection with the business or activities
contemplated by the objects of the Issue, there is no property which our Company has purchased or
acquired or proposes to purchase or acquire which is to be paid for wholly or partly out of the proceeds of
the present Issue or the purchase or acquisition of which has not been completed on the date of this
Prospectus, other than property in respect of which the contracts for the purchase or acquisition were
entered into in the ordinary course of the business, and the contracts were not entered into in contemplation
of the Issue nor is the Issue contemplated in consequence of the contracts; or the amount of the purchase
money is hot material. Our Company has not purchased any property in which any of its Promoters and/
or Directors, have any direct or indirect interest in any payment made thereof.

Manufacturing process of Bio Diesel :

The dried pods of Jatropha are collected and seeds are separated either manually or mechanically. Seeds are
dried under sunlight for 4 days until the moisture is brought to 6-10 per cent before oil extraction..Jatropha seed
contains 27-31 per cent extractable oil.

Production of biodiesel using Jatropha as feedstock

Pre-treatment

The fruits harvested from the cultivation would be de-hulled to remove the outer cover of the fruit. The pods
are collected and seeds are separated mechanically or manually. The seeds are to be dried in sun for four
days (6-10%moisture level) and then stored in the silo/warehouse.

Extraction of crude oil

1. Theseedisthen crushed in the oil expeller and the oil is pretreated for removing the dusts and other
foreign materials. The cake from the oil expeller will contain 10 to 15% of the oil content. This cake
will be again treated in the mini-solvent extractor for complete removal of oil from the cake. This olil
contains neutral fats (triglycerides), a number of different impurities and lipids (free aliphatic acids,
phosphatides, proteins, carbohydrates, mucilaginous substances, waxes, vitamins and pigments).

2. Inorderto use this oil as a fuel, phosphatides and mucilaginous substances are removed as these
accelerate hydrolytic decomposition in stored oil and in ‘conjunction with water, create turbidity and
sedimentation. Besides this, other impurities like aliphatic acids, which cause corrosion, lower the
flash point and reduce the viscosity of the oil, must also be removed.

ALCOHOL
ALCOHOL
RECOVERY
JATROPHA
PLANTATION BIO-DIESEL
Lr:-_ R REACTOR —| SETTLER | — WASHING  — pupFICATION  — EAPCRATIN
JATROPHA
OIL
MINERAL Te——
ACID ‘;;I:'_,.;.“-.?" SETTLER | | ERPRAIN
CATALYST GLYCERIME

FATTY ACIDS
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Source: Planning Commission report

Transesterification Process :

Chemically, transesterified biodiesel comprises a mix of mono-alkyl esters of long chain fatty acids. The most
common form uses methanol to produce methyl esters as it is the cheapest alcohol available, though ethanol
can be used to produce an ethyl ester biodiesel and higher alcohols such as isopropanol and butanol have also
been used. Using alcohols of higher molecular weights improves the cold flow properties of the resulting ester,
at the cost of a less efficient transesterification reaction.

For every 1 tonne of biodiesel that is manufactured, 100 kg of glycerol is produced. Usually, this crude glycerol
has to be purified, typically by performing vacuum distillation, which is a rather energy-intensive process. There
are two types of catalyst esterification-Base catalyst and Acid catalyst.After standing for few hours, the glycerin-
water and ester-alcohol mixtures, separated out in meantime, can be isolated. After neutralization to inactivate
the catalyst (nitric or citric acid is added to the solution), the excess alcohol can be distilled off, and the ester
dried and filtered to achieve the requisite degree of purity.
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il Graapes
D= Acid - B
Eaterfic s——— Sufuric acid + methanal
i
Wathanod + KOH ——— Tronseslarificalicn
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Pl SAAAF . | I'!‘H'I'lg | g 8
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Source: Planning Commission Report - CRISIL Research

Transesterification reaction

] ) Catalyst
Triglycerides + Alcohol ——— > Mohoesters + Clycerol

(Methanol / Ethanol) (Biodiesel)

Source: CRISIL Research
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Source: Planning Commission report

Standards for Biodiesel
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Indebtedness
We are currently enjoying loan/credit facilities from Banks, the details of which are as under:

(Rs. in Lakhs)

Particulars| Bank NatureofLoan| Sanctioned | Amount Rateof | Repayment | Securities Offered
Amount Qutstanding | Interest | Terms
ason ofLoan
25.08.2008
Working | Union Working 430.00 430.00 12% OnDemand | Hypothecation
Capital Bank of Capital of stocks, raw materials,
Facility | India Loan finished goods of
Vijayawada pesticides fungicides
Main Branch and bio- fertilizers
& book debts less than
90 days and personal
guarantee of directors
Short Union 120.00 119.20 12% OnDemand | Same asAbove
Term Bank of
Loan India
Vijayawada
Main Branch
Term Loan | Kotak Term 38.80 34.39 18.46% | Monthly First Charge on Kondapalli
Mahendra Loan Instalment | Site of the Company.
Bank Ltd.,
Vijayawada
CarLoan |Lakshmi Term 399 0.32 Monthly Hypothecation of car
General Loan Instalment
Finance
Limited
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Restrictive covenants of the loans agreements:

Restrictive Covenants of Union Bank of India Loan Agreements are as under.

1. The stocks to remain comprehensively insured from full value with agreed bank clause and original policy
to remain with bank.

The immovable property taken as collateral security shall be fully insured.

Company shall maintain a minimum current ratio of 1.33:1.

Our Company shall not without the prior written approval of bank

a)
b)

c)

d

€)

f)

)

h)

)
k)

effect any change in the capital structure
formulate any scheme of amalgamation/ reconstruction

undertake any new project/ expansion/ modernization scheme or make any capital expenditure
other than those estimated or projected

enter into borrowing arrangement either on secured or unsecured basis with any other bank/ FI/
borrower or otherwise.

Undertake guarantee obligation on behalf of any borrower / organization

Declare dividends for any year in case the accounts of our Company remain irregular or any other
terms & conditions remain uncomplied

Create charge/ lien/ encumbrance on its asset/ undertakings or any part thereof in favour of any
other bank/FI/ borrower/ firm or persons

Sell, assign, mortgage, alienate or otherwise dispose of any of the assets charged to the bank.

Enter into contractual obligations of long term nature effecting our Company financially to a significant
extent.

Undertake any activity other than those indicated in the object clause of the memorandum.

Permit any transfer of the controlling interest or make any drastic change in the management set
up.

Insurance details

We have insured all moveable and immovable properties of our Company including all stocks, factory premises,
plant and machinery. We have taken out the following policies in respect of our properties:

Insurance Sum Insuredin . Premium Expiry
Property Insured Company Lakhs Policy No Paid Date
Plant & Machinery The New India 50.00
(including Storage Assurance
Tanks) Company Ltd
Furniture & Fittings The New India 12.00 620800/11/08/11/ | 1,41,770/- 03.06.2009
Assurance Company 00000311
Ltd dtd 04.06.2008
Buildings The New India 88.00
Assurance
Company Ltd
Stocks 365.00
Total 515.00

The insurance policies are for period of one year which are renewed on expiration.
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BUSINESS STRATEGY

PESTICIDES BUSINESS;

The Company operates in a competitive market and aims to be a premier pesticides manufacturing company
in the country. The Company believes that there is a tremendous growth opportunity in the agro chemical
sector and the domain expertise that the Company has obtained in the past will enable the company to
compete effectively in this sector and deliver value proposition to the customers and stakeholders. The Company
aims to achieve this by implementing the following strategies:

. Focusing on sales on aregion wise basis

The pesticides industry in India is region-focused. The Company’s strategy is to focus on maximizing net
sales realization by focusing on sales of its product on a regional basis. The Company’s strategy is to
focus on saturating the markets which are close to its plant where it enjoys a relative freight advantage.
However the growth in the Indian pesticides markets of Andhra pradesh and neighbouring states has
presented a growth opportunity for the Company.

° Increase in distribution and sales network

The Company’s products are currently marketed through a widespread distribution network comprising of
18 distributors, about 350 dealers and 550 retailers who in turn sell the product to end users such as
retailers and farmers. It will continue to focus on building a dedicated and motivated dealer network
spread across the state of Andhra pradesh and the neighbouring states a by seeking to add additional
dealers to the network and strengthen its relationship with the existing dealers.

. Increased promotion of Company’s brand

To promote the Company’s products and the brand with dealers who are the customers of the Company,
the Company organizes meetings with its dealers/customers. The Company also intends to undertake
advertising and promotional campaigns in select markets to increase the brand awareness and enhance
the understanding of the Company’s products. Direct promotional efforts to reach out to contractors and
builders would also be done.

. The Company adopts a multipronged strategy for continuous growth of its business through the
following measures:

. Enhance the quality, design and get up, in accordance with the International Standards.
° Horizontal integration by way of adding new products to the existing products.
. Long term customer relationship and customer satisfaction.
] Need based production.
BIO-DIESEL:

The first stage of the project is intended primarily to prove the efficiency and benefits of Bio Diesel on the
environment, operating costs of the vehicle to the operators, the government, and the general public. Once the
users accept the Bio Fuel, as expected, the plant will increase production from 20 tons per day. the expansion
will not incur major costs, other than an increase in the working capital and manpower. By the end of the first
year of operation, commercialisation of Bio Diesel will be in place.

The Ministry of Petroleum and Natural Gas, India has notified a Bio-diesel Purchase Policy, which provides for
purchase of bio-diesel by oil marketing companies at the rate of Rs 25 per litre (inclusive of taxes/duties/
transportation cost) with effect from January 1, 2006, at about 20 purchase centers in 12 states. The suppliers
should have the capacity to supply minimum 10KL per tanker of bio-diesel meeting prescribed BIS specifications
and should be registered with the state level coordinator of oil companies. The blending of bio-diesel at a
maximum of 5 percent will be undertaken initially at these 20 centers depending on its availability

° In terms of this policy, our company has submitted expression of interest to the designated purchase
centre of Indian Oil Corporation , Andhra Pradesh state for supply of Bio Diesel. After commencement of
production our company shall supply bio diesel to the designated centre in terms of the Bio diesel
purchase policy of India .
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In addition to the above our Company has already received letter showing expression of interest (EOI) from the
Indian Railways. Discussions with the Andhra Pradesh State Road Transport Corporation, Vijayawada Municipal
Corporation, Andhra Pradesh State Lorry Association and some private Companies in the fields of construction,
hospitals, etc. are also in process. These EOIs would be converted into firm Agreements once Bio Diesel
production begins.

COMPETITORS IN BIO DIESEL MANUFACTURING
LARGE PLANTS

1. Naturol BioEnergy Limited,
Plot No#1056/1, Road No# 45,
Jubilee Hills, Hyderabad - 500 033

2. Southern Online Biotechnologies Limited,
Saifabad, Hyderabad..

3. Garware Polyester Ltd.,
Aurangabad Pune Road,
Waluj, Aurangabad, 431 133.

4. NovaBioFuels Pvt. Ltd.,
Vishnu Carpet Building, Behind ICICI Bank,
G.T. Road, Panipat, 132 103,

5.  Royal Energy Limited,
New Era Mills Compound,
Mogal Lane, Matunga (W), Mumbai- 400016.,.

SMALL PLANTS

6. Mint BioFuels Ltd.,
1073/1,2,3, Mutha Road,
Pirangut, Pune, 412 111,

7. Aaditya Aromedic & Bio Energies Pvt. Ltd.,
Tarsadi-Gujarat,.

8. Feezol Industries,
Shop No. 6, c/o Laxmi Traders,
opp Madav Ratna-2, Nirmainagar,
Bhavnagar,.

9. Gujarat Oleo Chem Ltd.,
D-315, Crystal Plaza, Oshiwara Link Road,
Andheri(w), Mumbai — 400053.

10. Jain Irrigation Systems Ltd.,
Agripark, Jain Hills, PO Box 72,
Shirsoli Road, Jalgaon-425 001,

11. India BioDiesel Ltd.,
Appt 23/24, 2nd floor,
8/2, Kiram Shankar Roy Road,
Kolkata, 700 001..

12. Grow Diesel Ventures,
Gomti Tradelinks, Tikonia Road,
Haldwani, Distt Nainital, Uttaranchal,.
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3. KEY INDUSTRY REGULATIONS AND POLICIES

The following description is a summary of the relevant regulations and policies as prescribed by the Government
of India. The summary of regulations set our below is not exhaustive, and is only intended to provide general
information to the investors and is neither designed nor intended to be a substitute for professional legal
advice

For Agro Chemical Business:
Environmental Regulations

We have to comply with the provisions of the Environment Protection Act, 1986, Water (Prevention and
Control of Pollution) Act, 1974, the Air (Prevention and Control of Pollution) Act, 1981 and the Hazardous
Waste (Management and Handling) Rules, 1989. Entrepreneurs are required to obtain statutory clearances
relating to pollution control and environment for setting up an industrial project.

A Notification (SO 60(E) dated 27.1.94) issued under The Environment (Protection) Act, 1986 has listed
30 projects in respect of which environmental clearance needs to be obtained from the Ministry of
Environment, Government of India. This list includes petrochemical complexes, petroleum refineries, cement,
thermal power plants, bulk drugs, chemicals,fertilizers, dyes and paper.

In addition to the above, there are certain other acts and legislations that are applicable to our industry
and they are as under:

FACTORY RELATED ACT(S)/REGULATION(S)

1.

The Insecticides Act, 1968

The provisions of the Insecticides Act, 1968 provides that the act shall be applicable on any process or
part of a process which is involved in making, altering, finishing, packing, labeling, breaking up or otherwise
treating or adopting any insecticide with a view to its sale, distribution or use but it does not include the
packing or breaking up of any insecticide in the ordinary course of retail business.The Act provides that
any person desiring to import or manufacture any insecticide may apply to the Registration Committee for
the registration of such insecticide and there shall be separate application for each such insecticide.

This Act also provides that any person desiring to manufacture or to sell, stock or exhibit for sale or
distribute any insecticide, [or to undertake commercial pest control operations with the use of any
insecticide] may make an application to the licensing officer for the grant of a License.

Factories Act, 1948

The said act is applicable on establishments employing 10or more worker. As per the requirement under
the Act,Companies have to apply to the Chief Inspector of Factories for certificate of stability, before any
premises of a factory are constructed, reconstructed or extended and are used as a factory. The provisions
of the Factories Act, 1948 further provides that before the occupier occupies or uses any premises as a
factory, he has to inform Chief Inspector of Factories as to certain particulars of the factory, its occupier
and its manager etc

The Petroleum Act, 1934

In accordance with the provisions of the Petroleum Act, 1934, anyone importing, transporting or storing
any petroleum has to take License from Central Government and has to comply all such rules as specified
under the Act.Rules laid down by Central Government prescribe the place of import, period within which
license shall be taken and regulates the transport of petroleum etc.

The Air (Prevention & Control of Pollution) Act,1981

The provisions of the Air (Prevention & Control of Pollution) Act, 1981 provides that no person operating
any industrial plant, in any air pollution control area shall discharge or cause or permit to be discharged
the emission of any air pollution in excess of the standards laid down by the state board. Further as per
the provisions of the said act, no person shall, without the previous consent of the State Board, establish
or operate any industrial plant in an air pollution control area.
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The Water (Prevention & Control of Pollution) Act,1974;

The provisions of the Water (Prevention & Control of Pollution) Act, 1974 provides that no person shall
without the previous consent to establish or take any step to establish any industry, operation or process
or any treatment and disposal system for any extension or addition thereto, which is likely to discharge
sewage or trade effluent into a stream or well or sewer or on land or bring into use any new or altered outlet
for the discharge of sewage or begin to make any new discharge of sewage.

The Manufacture, Storage & Import of Hazardous Chemicals Rules, 1989

The Rules are applicable on every industry which is carrying the activity which involves or likely to involve
one or more of hazardous chemicals and includes on-site storage or on-site transport which is associated
with that operation or process or isolated storage or pipeline and accordingly the Rules are applicable on
our Company.As per the said rules, an occupier of the industry shall undertake to identify the major
accident hazards and also specify the steps initiated to prevent such major accidents and limit their
consequences to persons and the environment.

Hazardous Waste (Management and Handling) Rules, 1989;

Every occupier and the operator who is involved in handling of hazardous waste shall be responsible for
proper collection, reception, treatment, storage and disposal of hazardous wastes. The occupier, who
intends to get his hazardous waste treated by the operator of a facility, shall give, to the operator, such
information as may be specified by the State Pollution Control Board.It shall be the responsibility of the
occupier and the operator of a facility, to take all steps to ensure that the wastes are properly handled,
and disposed of without any adverse effects to the environment

The Explosives Act, 1884;

This is a comprehensive law which regulates the manufacture, possession, sale, transportation, exportation
and importation of explosives. As per the definition of ‘explosives’ under the Act, any substance, whether
a single chemical compound or a mixture of substances, whether solid or liquid or gaseous, used or
manufactured with a view to produce a practical effect by explosion or pyrotechnic effect shall fall under
the Act.The Act requires for the licensing for the manufacture, possession, use, sale, transport and
Importation of explosives.

For Bio Diesel Acivity :

B1O DIESEL PURCHASE POLICY

Bio-diesel can be manufactured only by authorised manufactures that are certified authorised and registered.
The bio diesel purchase centres should be equipped with minimum testing facilities. The salient features of the
policy introduced by the Ministry of Petroleum and Natural Gas, Government of India as follows.

1.

With effect from 1-1-06 the public sector oil marketing companies shall purchase through select purchase
centres, bio- diesel (B100) which meet the fuel quality standard prescribed in BIS(Bureau of industrial
standards).

Purchase centres have been identified in consultation with oil marketing companies such as IOC,HPC,
BPC on basis of testing and blending HSD percent to the extent of 5 percent. As per need more purchase
centres would be identified later on.

Interested Bio diesel manufacturers should approach the state level coordinator and after assessment of
the production capacity and credibility samples would be tested to check if they meet the BIS standards.
Ghatkesar (HPC) is the purchase centre for the state of Andhra Pradesh.

Registration is revalidated every year.

Registration priority will be given to the producers who propose to use non edible oil and support farming
for the same.

The Oil marketing companies would fix on a uniform price depending on the market conditions. The
uniform price once fixed shall be in operation for six months.
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7. The initial purchase price of bio-diesel by the oil marketing companies will be Rs.25/- per litre. The

registered authorized bio-diesel manufactures shall be required to deliver B100 at the notified purchase
centres in calibrated tank trucks of capacity not less than 10 KL.

8.  Allthe expenses related to testing of the bio-diesel for acceptance of the consignment shall be borne by
the oil marketing companies for the following qualities:

. Density@ 15 degree C.

° Kinematic Viscosity@40 degree C.
. Flash Point

e  Water Content

o Copper corrosion, and

e  Acidvalue.

Apart from the regulations mentioned above the other regulations involved are Value Added Tax Registration,
Excise Registration, Andhra Pradesh Pollution Control Board are also applicable to our Company.
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