' ‘w‘ SUGARS
Refer: MSL/NSE/ August 16, 2014

BY FAX/COURIER

" National Stock Exchange of india Limited
*Exchange Plaza’
Bandra - Kudla Complex

Bandra (E)
Mumbai — 400051

Sub: Potential Constraint to start of Sugar Factories for the Season 2014-15
Dear Sir,

The Company is in the business of manufacture and marketing of sugar and has its
manufacturing facilifies located in Western Uttar Pradesh.

Consequent upon fixation of very high ‘State Advised Price’ for purchase of sugarcane and
extremely low prevailing sugar selling prices, the operations of the Sugar Mils become
economically un-viable.

Unless the sugarcane purchase price is fixed relatable to the sugar selling prices as
recommended by Rangarajan Committee constituted by Govermnment of india, the operations
of Sugar Mills is un-viable.

The Company has wiitten a letter to the Cane Commissioner to Govemment of UHar Pradesh
expressing the constraints in starting the operations of the Sugar Mills for the coming Crushing
Season 2015, a copy of which is attached for your information and records.

We believe that this is material information required to be disclosed to the Stock Exchange and
its members, we are informing the Exchange with a request to circulate the same to its
members.

Thanking you,

Yours faithfully,

)
COMPANY SECRETARY

Encl: as above.
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The Cane Commissioner, U.P.

Ganna Bhawan,
17, New Berry Road,
Lucknow

Déor Slr,

‘We are wiiting to inform you that whil
{he business we are in), we will b
there is a highly equitable, transparent and easy to useformula; suc

Committee (RRC) formula, for cane pricing.

places acute stress on the companies and consequently leads toacute s
We really feel unhappy that the farmers are in distress owing to delay in
a generations old relationship with them. Now this relationship is und
 not that the mills are orwilling to pay but their sheer inabili
in so mdn:iy communications. We are unable to understand why' a RRC kind of formula cannot

be accepted by the Government, and the law ch

Under the RRC formula, there is no cane price.

Th'e're'is §imply a sharing of revenues.' '

This leads to a huge incentive to the f
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& constrained not to start our sugar-mi
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sSub.; sk of s or se 14-1

e we are very keert fo run our sugar mills (because that is

N e

anged permanently appropriately, because :

recovery means higher revenue for the farmers and the company.
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lIs in .this season unless

h as the Rangarajan

The present price of Rs 280/- plus taxes plus society commission is: completely untenable which
tress for the farmers. .
‘payment.. We have had
er threat. The cause of thisis

ty to do so for the reasons mentioned

armers to improve recoveries from cane because higher
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This simple fact is either not understood by the farmer leaders, and perhaps the Govermnment as
well, or there is willful intent to destroy the sugar indusfry. '

The outstandings today are at about Rs 5000 crores and these will go up by another Rs 10000
crores in the coming season. Even if RCs/sealing of godowns/FIRs/acute harassment of the
Managers of the companies/auction of sugar stocks cndv assets are underiaken, it is not a
solution. In fact, such action has become part of the p}oblém. :

There is only one solution, as mentioned above. and that is the RRC formula.

e

it is understandable that, for the near future, there will be a gop .of about Rs 50/--per quintal
between the SAP and the amount payable under RRC and the .Govemment does.not know
. how to bridge this gap if the RRC is to be followed. At p[esen{ internotfional prices are at alow
and domestic production is.so high that pr{c_es wnll be kept»qrolgnd; the Rs-30,000/- level. This gap
- forUP works out to be oppréximctely Rs 4000 crores per qn_n_umim..so. M-an orr,cngerheni can be
- worked out by the State Govermment with the Ce_nt(ql Governmgm to. fund this over the ngxf 2/3
years it wilt be exirerhely beneficial not only to the induistry but alo to the tarmers. . After ali, the
State Government is funding the couperatives and corporation factories. -

Another important aspect of sugar prices is that if whotesale sugar prices do not move to
‘ approximately Rs 40000/- per tonne, i.e. approximately Rs 45 -50- per kg: at the retail level, there
need not be any expectation of revenue increase by the farmers unless recovery increases
substantially. Here too, your persuading the Central Govemment to accepting a higher price at
the retail level will be exceedingly beneficial. This may be difficult.because. of the need.to
- ‘control infiation; however, it must be known that approximately 20% of the sugar is purchased by.
retail customers of which only about 5% are below the poverly:line; the rest can absorb_this in
their monthly budget. The true benefit of low sugar price is going to domestic and multinational

indus*rial companies.
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Additionally, we request the Govemment.of U P to please work with the Central Government
authorities to eliminate sugar from the basket of Consumer Price Index (CPI) as this does not help
the need for higher sugar prices.

.We feel for the U P Government because they have unreasonably: increased the price of

-sugarcane by Rs 40/- per quintal and are possibly politically’ unable -to withdraw this increase.: -

However, once the farmers have got accustomed to: the+RRC . formula,. you :will -find .o sea : -

change in the whole development of this otherwise beautiful mdustry in the State of U-P.. U.P.,
with its large production and significant investment in the sugar-industry:should lead-rather than -
be led by ;pecnous arguments from so called visionaries, whather in: court-ar-outside. .

—;

- With kind regards R T A DU G T L

| Rol

_.WholeﬂmeDIredor S i
Muwcnq Sugurs lJmHed ' -
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Cc: - fihe Chief Secretary. Government of U.P., Lucknow.
- The Principal Secretary, (Sugar Industries and Cane Development) Government of U.P.,
Ltucknow.
District Magistrate, MeerutjMuzaftamagar
. Addl. Cane Commissioner (Purchase). U. P.. Lucknow
- Dy. Cane Commissioner, M eeruf]Sohorcmpur ' N S T
1 - District Cane . Officer, Meerut/Muzaffarnagar - s e ey L
.. .- President, indian Sugar Mills, Assocuohon, Ansal Ploza, C qug:k 2"“ Fioor, Andrews Gonl
" New Delhi- 110049 " b
. _:Director General, Indian Sugar: Mils. Association, Ansal Plctzo C— Bleck. an Hoor, Andrews
GG!‘\] New Delhi — 110049 = . TERET i
. The President, UP Sugar’ Mms Assocno'nbn, Ansol Plaza, C Block 2"d Floor Andrew Gcn;,
: New Delhi ~ 110049 N . . EE L.
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