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Disclaimer

M/s. Deloitte & Touche Consulting India Private Limited (“DTCIPL") has prepared this Preliminary
Information Memorandum (PIM) on the basis of information provided by The West Bengal Co-
operative Spinning Mills Limited (“WBCSML"). The sole purpose of this PIM is to assist the
recipients interested in being the ‘Strategic Partner’ to participate in the sale of shares of upto 74%
in a wholly owned GoWB company into which the businesses, assets, facilities and select liabilities
of WBCSML are proposed to be transferred.

This document is not intended to form the basis of any investment decision or any decision to
purchase any securities or any decision to participate in the process. It does not constitute an offer
or invitation or solicitation of an offer, to subscribe to or purchase any securities. While this
document has been prepared in good faith, no representation or warranty, express or implied, is or
will be made, and no responsibility or liability will be accepted by WBCSML, DTCIPL or the GoWB or
any of their employees, advisors or agents as to or in relation to the accuracy or completeness of
this document or another oral or written information made available to any interested recipient or its
advisors at any time during the external investment process and any liability thereof is hereby
expressly disclaimed. Any liability is accordingly expressly disclaimed even if any loss or damage is
caused by any act or omission on part of the aforesaid, whether negligent or otherwise.

Neither this document nor anything contained herein shall form a basis of any contract or
commitment whatsoever. Any prospective purchaser will be required to acknowledge in the
Transaction agreements that he has not relied on or been induced to enter into such agreement by
any representation or warranty, save as expressly set out in such an agreement.

Accordingly, interested parties are advised to carry out their own due diligence, investigations and
analysis of any information contained or referred to herein or made available at any stage in the
process of inviting external investment.

DTCIPL, WBCSML and GoWB undertake no obligation to provide the recipient with any additional
information or update this document and reserve the right, at any time and without notice, to change
or modify the procedure or process for inviting external investment, terminate the due diligence or
negotiations or any part of or the entire process for restructuring the enterprise through external
investment.

This document has not been filed, registered or approved in any jurisdiction. Recipients of this
document, particularly in jurisdictions outside India, should inform themselves of and observe any
applicable legal requirements.
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Preliminary Information Memorandum

1. Submission of Expression of Interest (EOI)

1.1 Introduction

1. The West Bengal Co-operative Spinning Mills Limited (“WBCSML") was registered in 1964
with the Registrar of Co-operative Societies, West Bengal. The Government of West
Bengal (“GoWB”) owns around 98.8% of the total paid-up share capital of the society by
value. The West Bengal Handloom and Powerloom Development Corporation Limited
(WBHPDCL), another GoWB enterprise holds another 1.03%. In aggregate, GoOWB controls
99.85% of the total shareholding of WBCSML. The remaining shares are owned by other
co-operative societies.

2. The company is under the administrative control of Department of Micro and Small Scale
Enterprises and Textiles (MSSET), Government of West Bengal. As a part of its
programme for restructuring WBCSML by attracting external investment, the Government
of West Bengal intends to induct a Strategic Partner by sale of equity shares of upto 74%
in a GOWB owned company into which the business, assets, facilities and select liabilities
of WBCSML are proposed to be transferred (“Company”).

3. The transfer of business, assets, facilities and select liabilittes of WBCSML in a wholly
owned GoWB company shall be implemented only if the GoWB can successfully conclude
the process of induction of a Strategic Partner.

4. Deloitte & Touche Consulting India Private Limited (“DTCIPL") has been appointed as
advisors to the GoWB through the Department of Public Sector Enterprise for inviting
expressions of interest for the proposed external investment and matters relating thereto.

1.2 Underlying objective

1. In consonance with its thrust on industrial development in the State, GoWB’s primary
objective behind the proposed joint venture transformation is to ensure maximum utilization
of WBCSML's industrial assets and workforce for sustained value creation as part of an
industrial undertaking.

1.3 Invitation for Eols

1. An advertisement has been issued in the newspapers inviting interested parties to submit
their ‘Expression of Interest’ to participate in the external investment process, a copy of
which is enclosed as Annexure I.

2. Expression of Interest may be submitted by interested parties, either individually or as a
consortium, for holding upto 74% of the equity in the Company. In case of consortium bids,
a lead bidder would need to be identified.

1.4 Qualification criteria

1. Indian companies / partnership firms / Companies incorporated outside India (Foreign
Companies) (subject to such Foreign Companies obtaining all statutory approvals from
Government of India, including but not limited to FIPB, RBI etc. as may be applicable by
themselves) must seek to achieve the underlying objective of GoWB as explained in
Clause 1.2 above and meet the following criteria (based on audited results):

a) At least 3 years of manufacturing experience / experience in the services sector OR at
least 2 years experience in textile sector.
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b) For entities incorporated anytime during the last 2 years, their Promoters / Promoter
group must satisfy the criteria outlined in (a) above

C) Net worth of at least Rs. 50 million as on March 31, 2007

2. In case of a consortium (incorporated or unincorporated) bid, at least one of the members
of the consortium should meet criteria (@) or (b) and the combined net worth of the
constituent entities of the consortium should meet the above mentioned eligibility criteria
no. (c), as applicable. Also, the leader of the consortium should meet at least 50% of the
above mentioned eligibility criteria. Further, in the case of a consortium bid, the net worth
under (c) and experience as under (a) or (b) of only those members of the consortium shall
be considered who propose to take at least 10 % of the equity stake in the company
promoted / to be promoted by the consortium members for acquiring stake in a wholly
owned GoWB company into which the business, assets, facilities and select liabilities of
WBCSML are proposed to be transferred.

3. Bids by management / employees of WBCSML, directly and independently or in consortium
or Joint Venture or a Special Purpose Vehicle (SPV), along with a bank, venture capitalist
or a financial institution, will be considered if the legal entity so formed is qualified as per
the criteria laid down in the PIM and the guidelines issued by Ministry of Disinvestment as
per Annexure VII.

4. Where the financial statement is expressed in a currency other than Indian Rupee, the
eligible amount as described above shall be computed by taking the equivalent US Dollars
at the exchange rates (as stipulated by Foreign Exchange Dealers Association of India)
prevailing on the date(s) of such financial statement.

5. Definition

* Net worth = Equity share capital + Free Reserves and Surplus (excluding revaluation
reserves) — Deferred Revenue / Miscellaneous Expenditure not written off — Debit
Balance in Profit and Loss Account — Cross holding of investments amongst
consortium members in case of a consortium.

» “Promoter” refers to the person or persons who are in over-all control of the bidding
entity / entities.

e “Promoter Group” shall include:

In case of the promoter being a company:

- A subsidiary or holding company of that company;

- Any company in which the promoter holds 10 % or more of the equity capital or
which holds 10 % or more of the equity capital of the promoter;

- Any company in which a group of individuals or companies or combinations
thereof who holds 20 % or more of the equity capital in that company also holds
20% or more of the equity capital of the promoter company

In case of the promoter being an individual:

- The spouse of that person, or any parent, brother, sister or child of that person or
of his spouse;

- Any company in which 10 % or more of the share capital is held by the promoter
or an immediate relative of the promoter or a firm or HUF in which the promoter
or any one or more of his immediate relative is a member;

- Any company in which the company specified above, holds 10 % or more, of the
share capital;

- Any HUF or firm in which the aggregate share of the promoter and his immediate
relatives is equal to or more than 10 % of the total.

e “Person” means any natural person, corporation, company, partnership (general or
limited), limited liability company, trust or other entity or association.
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1.5 Format and submission of Eols

1. The interested parties should submit the Expression of Interest (“Eol”), which shall
comprise the Expression Letter (Annexure Il), Statement of Legal Capacity (the “SLC” in
Annexure 1), Request for Qualification (the “RFQ” in Annexure IV) and Statement as
regards any indictment by Income tax, Sales tax, Customs, Excise or any regulatory
authorities including but not limited to Reserve Bank of India (RBI) and Securities
Exchange Board of India (SEBI) (“Statement” in Annexure V). The Expression Letter, SLC,
RFQ and Statement should be duly signed by the interested party/designated lead bidder
of the consortium. However, the SLC, RFQ and Statement will have to be submitted by
each member of the consortium duly signed by an authorized official of the member. The
RFQ should be duly filled in and accompanied by the following details:

* In case of a sole bidder

- The Audited Balance Sheet and Profit & Loss Account of the sole bidder (Indian
company, partnership firm or Foreign Compan%/) for the last 3 financial years i.e.
Financial years 2004-05, 2005-06 and 2006-07".

- A Chartered Accountant/Auditors’ Certificates certifying the Net Worth of the
bidder as on March 31, 2007 and March 31, 2008*

- Profile of the sole bidder
- Any other information considered material

- Statement as regards any indictment by any income tax, sales tax, customs and
excise authorities or any other regulatory authorities including but not limited to
Reserve Bank of India (RBI) and Securities Exchange Board of India (SEBI).
(Kindly refer format in Annexure V)

* In case of a consortium bid

- Name of the lead bidder and other members in the consortium and stake
proposed to be acquired by each of them

- The Audited Balance Sheet and the Profit & Loss Account of the lead bidder and
other member companies associated in the bid for the last 3 financial years i.e.
Financial years 2004-05, 2005-06 and 2006-07%.

- Chartered Accountant/Auditors’ Certificates certifying the Net Worth of the lead
bidder and individual member companies associated in the bid as on March 31,
2007 and March 31, 2008."

- Profile of the lead bidder and other consortium members
- Any other information considered material

- Statement as regards any indictment by any income tax, sales tax, customs and
excise authorities or any other regulatory authorities including but not limited to
Reserve Bank of India (RBI) and Securities Exchange Board of India (SEBI).
(Kindly refer format in Annexure V to be submitted by individual consortium
members)

2. Any change by way of withdrawal/ substitution of any member of the consortium or any
change affecting the composition of the consortium may be permitted by GoWB in its sole
discretion up to the stage of submission of the bid. GoWB has the sole discretion to
determine the impact of the change in membership on the structure and quality of the
consortium and reject a proposal without assigning any reason whatsoever.

LIn the event the financial year ending is December, then please provide audited accounts for year ended
December 31, 2004, 2005 and 2006. Net Worth certificate in that event should be provided for December 31,
2006 and December 31, 2007.
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3. The Eol Package must be in English and should be submitted in duplicate with each copy
bound in a separate volume. Submission of the aforesaid documents by fax, e-mai | or
any other electronic means will not be acceptable . The Eol duly completed along with
the details should be submitted not later than 17:00 Hours (IST) on June 17, 2008 in a
sealed envelope superscribed “Private and Confidential — Expression of Interest for
WBCSML” at the following address, marked to the attention of the under-mentioned
person:

Mr. Anindya Mallick

Senior Manager

Deloitte & Touche Consulting India Private Ltd.
Bengal Intelligent Park

Building Alpha, 1* Floor

Plot No. A2, M2 and N 2

Block EP and GP, Sector V

Salt Lake Electronic Complex

Kolkata - 700091

4. ltis the responsibility of the interested party(ies) alone to ensure that its Eol Package with
required documents is delivered at the above mentioned address by the stated time and
date. On submission of the Eol package, the bidder(s) will be provided with a receipt
marked “Contents Not Verified.” WBCSML/GoWB/DTCIPL shall not be responsible for non
receipt of any correspondence.

1.6 Disqualifications

1. GoWB shall not consider for the purpose of qualification, an Eol that in its considered
opinion does not seek to achieve the underlying objective stated at Clause 1.2 above.

2. GowB/ DTCIPL shall not consider for the purpose of qualification, an Eol that has been
found to be incomplete in content or attachments or authenticity.

3. Without prejudice, a company/ consortium may be disqualified and its Eol dropped from
further consideration for any of the reasons listed below:

- Material misrepresentation by such company/ member of consortium in the Eol, RFQ,
SLC and/or Statement.

- Failure by such company/ consortium to provide the information required to be provided
in the Eol, RFQ, SLC and Statement.

- Submission of Eol, RFQ, SLC and Statement in respect of any company/ consortium,
where such company or member had already submitted an Eol or is a member of a
consortium, which has already submitted an Eol, and

- The companies/ consortia not satisfying the eligibility and requisite qualification criteria
specified in the above sections and hence not being eligible

4. If any information becomes known after the interested party has been qualified to receive
the Confidential Information Memorandum which would have entitled Government of West
Bengal/WBCSML to reject or disqualify the relevant company/consortium, Government of
West Bengal/WBCSML reserves the right to reject the interested party at the time or at any
time after such information becomes known to GowB or WBCSML.

5. Further, Government of India (Gol) issued guidelines for disqualification of bidders seeking
to acquire any public sector enterprises through the process of disinvestment vide
Department of Disinvestment OM No.6/4/2001-DD-Il dated 13th July 2001, a copy of which
is enclosed as Annexure-VI. Entities interested in participating in the proposed process of
inviting external investment should not have been convicted by a Court of Law or indicted/
have any adverse order passed against them by any court of law, or any other regulatory
authority in any matter involving a grave offence and / or which casts a doubt on their ability
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to manage WBCSML. Further, such persons or corporate entities and/ or their sister
concern(s) should not have any charge sheet against them by any agency of Gol or any
court of law, which involves a matter concerning the security and integrity of India. The final
decision in this regard will be taken by GoWB.

6. The interested party(ies) are required to read the guidelines and satisfy themselves that
they are qualified to bid for the stake in WBCSML through the process of invitation of
external investments and give an undertaking to the effect that they are qualified to bid for
the stake in WBCSML in the Expression of Interest (Eol) to be submitted by them. Further,
interested parties would be required to provide the information on the criteria, laid down in
the guidelines of 13th July, 2001 along with their Eol. The bidders shall be required to
provide with their Eol an undertaking to the effect that no investigation by a regulatory
authority is pending against them. In case any investigation is pending against the concern
or its sister concern or against its CEO or any of its Directors/Managers/employees, full
details of such investigation including the name of the investigating agency, the
charge/offence for which the investigation has been launched, name and designation of
persons against whom the investigation has been launched and other relevant information
should be disclosed, to the satisfaction of the Government. For other criteria also relating to
matters concerning the security and integrity of India, a similar undertaking shall be
provided along with Eol.

7. Where the interested party is a consortium, GoWB may disqualify the entire consortium for
any of the reasons specified above, even if it applied to only one member of the
consortium.

8. The companies/ consortia not satisfying the eligibility and requisite qualification criteria
specified in the above sections are not eligible.

1.7 Other terms

1. This document constitutes no form of commitment on the part of the GowB or DTCIPL
other than to provide further information on WBCSML. Furthermore, this document confers
neither the right nor an expectation on any party to participate in the proposed process of
inviting external investment.

2. GoWB reserves the right to withdraw from the process or any part thereof, to accept or
reject any /all offer(s) at any stage of the process and/or modify the process or any part
thereof or to vary any terms without assigning any reasons. No financial obligations will
accrue to GowB or DTCIPL in such an event. Neither GowB nor DTCIPL shall be
responsible for non-receipt of correspondence sent by post / email / courier /fax.

3. The bidder shall bear all costs associated with the preparation and submission of the Eol.
GoWB, DTCIPL or WBCSML shall not, under any circumstances, be responsible or liable
for any such costs, whether direct, incidental or consequential.

1.8 Further Process

1. The Eol submitted by interested parties shall be evaluated on the basis of GoWB'’s
underlying objective for the joint venture transformation as detailed in Section 1.2 together
with the criteria specified elsewhere in this document. GOWB reserves the right to reject,
without assigning any reason whatsoever, any Eol which, in its sole judgment, does not
meet the underlying objective detailed in Section 1.2.

2. If at any time during the evaluation process, GoWB/ DTCIPL require any clarification, they
reserve the right to request such information from any or all of the companies/ consortia
and the companies/ consortia will be obliged to provide the same within a reasonable
timeframe.
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3. Based on an evaluation of Eols received, interested parties, which are deemed fit
(“qualified interested parties” or “QIP”), will be qualified to participate in the subsequent
selection process (without conferring any right or expectation whatsoever to QIP). All QIPs
will be required to execute a Confidentiality Undertaking. Only on execution of the
Confidentiality Undertaking, QIP will be provided with the Confidential Information
Memorandum (CIM) and shall be invited to participate further in the process described in
detail in the CIM. QIPs will get an opportunity to conduct a due diligence and take up site
visits and will also have access to data rooms and hold discussions with the management
of WBCSMU/officials of MSSET, Department of Public Enterprises, Government of West
Bengal. The rules regarding access to information in the data rooms will be provided to
QIPs later. QIPs will be invited to submit proposal detailing their technical, financial and
commercial capabilities and a binding price bid.

4. GOWB reserves the right in its sole discretion to modify/ change the process of divesting its
shareholding during the course of the joint venture transformation process.

1.9 Enquiries

1. GoWB/ DTCIPL reserve the right not to respond to questions raised or provide clarifications
sought, in their sole discretion, if it is considered that it would be inappropriate to do so.
Nothing in this document shall be taken or read as compelling or requiring GowB/ DTCIPL
to respond to any question or to provide any clarification. No extension of any time and
date referred to in this PIM shall be granted on the basis or grounds that GowB/ DTCIPL
has not responded to any question/ provided any clarification.

1.10 Governing Laws / Jurisdiction

1. The laws of Union of India shall govern all matters relating to the joint venture formation
process and the bidding procedure. Only the Courts at Kolkata (with exclusion of all other
Courts) shall have the jurisdiction to decide or adjudicate on any matter, which may arise
out of or in connection with the joint venture participation process and the bidding
procedure.
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Brief Profile of The West Bengal Co-operative Sp  inning Mills Limited

(WBCSML)

2.1 Introduction

1. The West Bengal Co-Operative Spinning Mills Limited (WBCSML) was registered in 1964
as an Apex Society with the Registrar of Co-operative Societies with the objective of
promoting cotton spinning and other activities related to the textile sector. The Government
of West Bengal (“GowB”") along with The West Bengal Handloom and Powerloom
Development Corporation Ltd holds 99.85% of the total shareholding of WBCSML. The
remaining shares are owned by weavers co-operative and power loom societies and
miscellaneous societies.

2. The Enterprise commenced operations in 1975 with 7200 spindles, and added a further
18,000 spindles between 1983 and 1993. The current capacity is 24,808 spindles, post
procurement of new machines with funds received under the Technology Upgradation Fund
(TUF) scheme in FY 07.

3. WBCSML manufactures cotton yarn of counts ranging mostly between 20 and 60 in hank
and cone form. Production of yarn upto 40 counts in hank form accounts for 87% of the
total output of the enterprise with cone production of similar counts accounting for the
balance.

4. A major part of the output produced by WBCSML is sold to National Handloom
Development Corporation (NHDC), Tamralipta Cooperative Spinning Mills Ltd and other
Kolkata based yarn traders.

5. Cotton, which is the sole material used by WBCSML, is sourced primarily from Cotton
Corporation of India (CCI).

6. The manufacturing facilities are located at Sreerampore in Hooghly district. The registered
office/Head office is located in rented premises at Kolkata. The respective addresses are
indicated below:

Registered Office/Head Office: Location of Production Unit:
25, Ganesh Chandra Avenue Village: Simla
Kolkata- 700 013 P.O: Sreerampore
West Bengal District: Hooghly
West Bengal

7. The production unit has around 10.67 acres of land with 2 acres of open space.

8. The employee strength of WBCSML as on 1st January 2008 was 593 with 584 employees
deployed at Sreerampur and the balance operating from its Kolkata office.

2.2 Attractiveness of WBCSML
Key strengths and opportunities for WBCSML include:

1. WBCSML belongs to one of the currently most vibrant and growing industry in India. The
future of the industry appears buoyant and India is expected to double its market share in
the global textile market in the next six years. (Source: Cygnus Research)

2. From the supply side, India has several advantages in terms of abundant supply of cotton
and man-made fibre, well-established production base, skilled labour and good design
capabilities.

3. The Government of India has undertaken numerous measures to strengthen this sector.
These include the following:
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- Setting up of Technology Upgradation Fund scheme (Rs. 9.11 billion already provided
in FY08 Union Budget) enabling companies to get interest subsidy of almost 5%

- Setting up of Apparel Training and Design Centres.
- Allowing 100% Foreign Direct Investment in the textile sector under automatic route

- Scrapping of the Textile Committee cess being collected from the textile and textile
machinery industry under the Textile Committee Act, etc.

4. Key items of plant and machinery include blow room plus carding machines, LR ring
frames, sciger air conditioning machine, auto-coner, doubling machine, Cone winding and
reeling machine, draw frames etc.. Most of these are modernized equipment and have
been installed recently. These can be utilized for manufacturing of high quality yarn.

5. Its plant is located near Kolkata at Sreerampur in Hooghly district of West Bengal

6. WBCSML has unutilized land of around 2 acres in Sreerampur which can be utilized for
further expansion.

2.3 Financials

1. WBCSML's equity base comprises authorized capital of Rs. 150 million comprising 0.75
million equity shares of Rs. 200 each. The issued and paid up capital of the company as on
March 31, 2007 is Rs.159.56 million comprising 7,98,027 equity shares of Rs. 200 each.
GoWB currently holds 98.82 % (the shareholding increases to 99.86% by including shares
held by WBHPDCL) of the equity in WBCSML.

2. The highlights of the Balance Sheet and Profit and Loss Account of the company for the
last five years are given below:

Balance Sheet (Rs. In Million)
Particulars FYO7 (P) FY06 (A) FY05 (A) FY04 (A) FY03 (A)
Sources of Funds
Share Capital 159.6 131.9 128.9 119.4 115.4
Reserves and Surplus 29 2.6 0.2 0.1 0.1
Shareholder's Funds 162.5 134.4 129.0 119.5 115.4
Loans
Government Loan 125.2 70.6 28.2 18.7
Other Loans 105.5 115.6 95.0 61.0 42.3
Loan Funds 230.7 186.2 123.1 79.7 42.3
Total Sources of Funds 393.2 320.6 252.1 199.2 157.7
Application of Funds
Fixed Assets
Net Block 68.9 30.7 155 17.2 18.7,
Capital work-in-progress at cost 0.4 17.1 22.4
Investments 46.3 37.3 20.3 20.1
Current Assets, Loans & advances 28.5 16.9 21.4 12.9 10.6|
Inventories 17.0 14.7 17.0 8.5 7.9
Sundry Debtors 9.3 0.4 2.8 0.1 0.8
Cash and Bank Balances 0.7 0.1 0.1 2.6 0.3
Loans and Advances 15 1.6 15 1.7 1.5
Less Current Liabilities 29.3 18.1 33.3 36.0 30.1
Sundry Creditors 13.8 3.7 11.8 12.0 9.7
Other Liabilities 155 14.4 21.6 24.0 20.3
Net Current Assets (0.8) (1.3) (11.9) (23.1) (19.5)
Debit balance of P/L Account 278.3 236.8 205.8 185.0 158.5)
Total Application of Funds 393.2 320.6 252.1 199.2 157.7

Source: WBCSML Annual Reports, P:Provisional, A:Audited
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Profit and Loss Account (Rs. In Million)

Particulars FYO07 (P) FYO06 (A) FYO05 (A) FY04 (A) FY03 (A)
Revenues 139.14 99.42 126.06 150.76 112.77
Employee Costs 23.39 22.70 21.93 25.16 24.83
Raw Materials consumed 99.43 68.16 87.56  109.27 75.54
Stores and Spares 2.71 1.09 1.72 2.27 2.15
Other manufacturing costs 27.14 22.43 21.39 25.36 21.27
Administrative & other expenses 7.13 6.23 5.65 10.35 6.70
Total operating expenses 159.80 120.61 138.25 172.41 130.49
Operating Profit -20.65 -21.19 -12.19 -21.65 -17.72
Other Income 3.90 1.22 2.65 1.19 0.98
Interest Expense 16.43 8.50 9.61 4.24 4.75
Depreciation 6.47 2.54 1.65 1.82 2.07
Net Profit -39.64 -31.01 -20.81 -26.51 -23.55

Source: WBCSML Annual Reports, P:Provisional, A:Audited

The loans as on March 31, 2007, include GoWB loans of Rs. 108 million and unpaid
interest thereon of Rs. 15.2 million. These loans are unsecured loans and have been used
to fund the company’s operating losses over the years.

WBCSML had been sanctioned a fund of Rs. 60 million under the Technology Upgradation
Fund Scheme for modernization of the Spinning Mill in January 2002, of which Rs. 12
million was received as share capital from Government of West Bengal and Rs. 48 million
was received as loan from National Co-operative Development Corporation (NCDC)
between FY 03 to FY06. The entire amount has been utilized in procurement of plant and
machinery and related installation, civil construction, etc.

In FYQ7, investments of Rs. 41.06 million in plant and machinery (largely towards purchase
of approx. 6 new ring frames), Rs. 2.67 million towards electric installations and Rs. 1.0
million towards factory buildings were made.

The CAGR growth of sales is 5% in the last 5 years.

The Net losses have increased from Rs. (-) 23.55 million in FY03 to Rs. () 39.64 million in
FYO07. The increase in net losses is mainly due to rising raw material prices, employee
expenses which are fixed in nature and interest expenses on account of outstanding loans.

The inventory turnover (in days) has increased from 26 days in FY03 to 45 days in FYO7.
The debtors turnover ratio has increased from 3 days to 24 days.

2.4 Proposed restructuring

GoWB is open to considering requisite extent of manpower restructuring and waiver of
outstanding financial liabilities due to itself as may be necessary for ensuring the
sustainable viability while transferring the business and assets/liabilities of WBCSML into
the Company.
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3. Annexures

Annexure - |: Public Advertisement

GOVERNMENT OF WEST BENGAL
DEPARTMENT OF PUBLIC ENTERPRISES
JOINT VENTURE TRANSFORMATION THROUGH INDUCTION OF
STRATEGIC PARTNERS
EXPRESSION OF INTEREST
(This announcement is neither a prospectus nor an offer/invitation to the public for sale of shares,
securities or debentures)

Continuing with its efforts to restructure its loss making Public Sector enterprises, the Government
of West Bengal (GoWB) intends to induct strategic partners through transfer of equity stake upto
74% with management control in the under mentioned enterprises.

GoWB'’s primary objective in this exercise is to ensure the maximum utilization of the industrial
assets and workforce of these enterprises, for sustained value creation as industrial undertakings.

GoWB has appointed Deloitte & Touche Consulting India Private Ltd. (DTCIPL) as its Advisor to
advise and manage the process of inviting Expressions of Interest (Eol) from potential strategic
partners.

As part of the proposed restructuring exercise for these enterprises through this joint venture
transformation, GoWB is open to considering the requisite extent of manpower restructuring and
waiver of outstanding financial liabilities as may be necessary for ensuring their sustainable
viability.

The enterprises where joint venture transformation is proposed to be undertaken are:

Name of the Products/ Plant Location | Net Sales Net Loss Interest Expense
Enterprise Services (Rs. Mn) (Rs. Mn) (Rs. Mn)
Kalyani Cotton Yarn | Kalyani, Nadia 317.2 383.6 270.45
Spinning Mills and Habra,
Ltd.# North 24
Parganas
West Dinajpur | Cotton Yarn Raigunj, Uttar 151.6 67.3 46.4
Spinning Mills Dinajpur
Ltd.
West Bengal | Cotton Yarn Sreerampore, 139.14 39.64 16.43
Cooperative Hooghly
Spinning Mills
Ltd."

Source: Provisional Financial Statements for FY07; # Provisional Financial Statements for FY06

Eol may be submitted by Indian Companies, Partnership Firms / Companies incorporated outside
India (Foreign Companies) (subject to such Foreign Companies obtaining all statutory approvals

! Sale of upto 74% equity sharesin a GOWB owned company into which the business, assets, facilities and
sdlect liabilities of WBCSML are proposed to be transferred
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from Government of India (Gol) /Foreign Investment Promotions Board (FIPB) /Reserve Bank of
India (RBI), etc. as may be applicable by themselves), either individually or as a consortium
(incorporated or unincorporated), for holding upto 74% equity of the individual enterprises. In the
event a single party is interested in more than one enterprise, it should submit separate Eols for
each individual enterprise.

Interested Parties are requested to submit their Eol in duplicate and in the prescribed format
specified in the Preliminary Information Memorandum (PIM) at the under-mentioned address, not
later than 17.00 hrs (IST) on June 17, 2008

The Preliminary Information Memorandum (PIM) containing further information about the individual
enterprises, eligibility criteria, formats of Eol, Request for Qualification (RFQ), Statement of Legal
Capacity (SLC), etc. can be obtained from the under mentioned person or accessed at www.peir.in.
All queries related to the Eol may be addressed to the under-mentioned person.

Mr. Anindya Mallick

Senior Manager

Deloitte & Touche Consulting India Pvt. Limited
Bengal Intelligent Park

Building Alpha, 1st Floor

Plot No. A2, M2 and N 2

Block EP & GP, Sector -V

Salt Lake Electronics Complex

Kolkata — 700 091.

Only the parties that are found eligible as per the criteria laid down in the PIM in the sole discretion
of GowWB will be informed of the same and provided further information.

This advertisement does not constitute and will not be deemed to constitute, any commitment on
the part of GoOWB. Furthermore, this advertisement confers neither any right nor expectation on any
party to participate in the process for inviting private investment.

GoWB reserves the right to withdraw from the process or any part thereof, to accept or reject any or
all offers at any stage of the process and/or modify the process or any part thereof or to vary terms
at any time without assigning any reason whatsoever. No financial obligation will accrue to GowB
or DTCIPL in such an event. Further, GoWB or DTCIPL or the individual enterprises shall not be
responsible for non-receipt of any correspondence sent by post/courier/e-mail/fax.
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Annexure - II: Expression of Interest

(To be forwarded on the letterhead of the interested party / lead bidder / member of the consortium
submitting the Eol)

Reference No. Date

Mr. Anindya Mallick

Senior Manager

Deloitte & Touche Consulting India Private Ltd.
Bengal Intelligent Park

Building Alpha; 1* Floor

Plot No. A2, M2and N 2

Block EP and GP, Sector V

Salt Lake Electronic Complex

Kolkata — 700091

Sub: EXPRESSION OF INTEREST FOR INDUCTION OF STRATE GIC PARTNER WITH UPTO
74% EQUITY STAKE IN THE GOWB OWNED COMPANY INTO WHICH THE BUSINESS,
ASSETS, FACILITIES AND SELECT LIABILITIES OF WBCSML ARE PROPOSED TO BE
TRANSFERRED (“COMPANY").

Sir,

This is with reference to the advertisement dated ................ 2008 inviting expression of Interest for
the “Company”. As specified in the advertisement, we have read and understood the contents of
the Preliminary Information Memorandum (PIM) and are desirous of participating in the above
process for invitation of external investment, and for this purpose:

We propose to submit our Eol in individual capacity as (insert company name)
OR

We have formed/propose to form a consortium comprising members as follows:

1. (Insert company name)

2. (Insert company name)

3 (Insert company name)

(F.’Iease add lines as required)

We believe that we/our consortium/proposed consortium satisfies the eligibility criteria set out in
relevant sections of the PIM including the guidelines for qualification of bidders seeking to acquire
stakes in Public Sector Enterprises through the process of disinvestment issued by the Government
of India, vide Department of Disinvestment OM No0.6/4/2001-DD-Il dated 13th July 2001 and
clarification issued on 10th January, 2002.

We certify that we have not been convicted by a Court of law or indicted or adverse orders passed by a
regulatory authority which would cast a doubt on our ability to manage the company when it is divested
or which relates to a grave offence that outrages the moral sense of the community.

We also certify that in regard to matters relating to security and integrity of the country, we have not
been charge-sheeted by any agency of the Government or convicted by a Court of Law for any
offence committed by us or by any of our sister concerns

We further certify that no investigation by a regulatory authority is pending either against us or
against our sister concerns or against our CEO or any of our Directors/Managers/ employees.

We further agree that we will not be allowed to remain associated or get associated with the joint
venture transformation process merely because we have preferred an appeal against such orders
as set out in the preceding paragraphs based on which we may be disqualified.
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We undertake that in case due to any change in facts or circumstances during the pendency of the
process for invitation of external investment, we are attracted by the provisions of disqualification in
terms of the PIM, we would intimate the GoWB of the same immediately.

The Statement of Legal Capacity, Request for Qualification and the Statement for any indictment as
per formats indicated hereinafter, duly signed by us/respective members, who jointly satisfy the
eligibility criteria, are enclosed.

We shall be glad to receive further communication on the subject.

Yours faithfully,

Authorised Signatory
For and on behalf of the party/consortium

Enclosure:

1. Statement of Legal Capacity
2. Request for Qualification

3. Statement for any indictment
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Annexure - |II: Statement of Legal Capacity

(To be forwarded on the letterhead of the interested party / each member of the consortium
submitting the Eol)

Reference No. Date

Mr. Anindya Mallick

Senior Manager

Deloitte & Touche Consulting India Private Ltd.
Bengal Intelligent Park

Building Alpha; 1** Floor

Plot No. A2, M2and N 2

Block EP and GP, Sector V

Salt Lake Electronic Complex

Kolkata — 700091

Sub: EXPRESSION OF INTEREST FOR INDUCTION OF STRATE GIC PARTNER WITH UPTO
74% EQUITY STAKE IN THE GOWB OWNED COMPANY INTO WHICH THE BUSINESS,
ASSETS, FACILITIES AND SELECT LIABILITIES OF WBCSML ARE PROPOSED TO BE
TRANSFERRED (“*COMPANY")

Sir,

This is with reference to the advertisement dated .............. 2008 inviting Expression of Interest for
the “Company”.

We have read and understood the contents of the PIM and the advertisement and pursuant to this
hereby confirm that:

»  We satisfy the eligibility criteria laid out in the PIM.
« We are a member of the consortium (constitution of which has been described in the
Expression of Interest) which jointly satisfies the eligibility criteria as detailed in the PIM.*

 We have agreed that (insert member’'s name) will act as the lead member of our
consortium.*
e We have agreed that (insert individual’'s name) will act as our

representative on our behalf and has been duly authorized (vide Board Resolution dated
**) to submit the Eol. Further, the authorized signatory is vested with requisite
powers to furnish such letter and Request for Qualification and authenticate the same.*

« We have agreed that (insert the name of the individual) has been
chosen as representative of our consortium and on our behalf and has been duly
authorized (vide Board Resolution dated **) to submit the Eol.

e Further, the authorized signatory is vested with requisite powers to furnish such letter and
Request for Qualification and authenticate the same.*

Yours faithfully,

Authorised Signatory
For and on behalf of (party/member)

*Strike off whichever clause is not applicable
** Please attach a certified true copy of the extract of the relevant Board Resolution
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Annexure - IV: Request for Qualification

(To be submitted in respect of interested party/each member of the consortium on their respective
letterhead)

Name of the interested Party (ies) / Member(s)
1. Constitution (Tick, wherever applicable)

a Public Limited Company
a Private Limited Company
a Others, if any (Please specify)

— If the interested party is a foreign company, specify list of statutory approvals
from Gol/ RBI/ FIPB applied for/ obtained/ awaiting.

2. Sector (Tick, wherever applicable)

Public Sector

Joint Sector

Private Sector

Others, If any (Please specify)

oooo

3. Details of Shareholding:

4. Role/ Interest of each Member in the Consortium (if applicable)
5. Nature of business/products dealt with

6. Date & Place of incorporation

7. Date of commencement of business

8. Full address including phone no. /fax no.

a Registered Office

a Head Office
9. Address for correspondence

10. Basis of eligibility for participation in the process (Please mention details of your eligibility) as
under (whichever is applicable) :

a. Percentage stake proposed to be acquired (maximum stake being 74%):

b. Reason for wanting to acquire a strategic stake in the GoWB owned company into which
the business, assets, facilities and select liabilities of WBCSML are proposed to be
transferred_and how this meets the GoWB objective for joint venture transformation as
outlined in Section 1.2

C. Brief description of manufacturing operations in any sector / operations in the services
sector engaged in by the interested party / its promoters / promoter group
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(Please furnish necessary details of self/ member of consortium with manufacturing experience /
experience in the services sector of 3 years or more)

11. Please attach most recent Audited Statement of Accounts/Annual Report along with that of past
2 years and a chartered accountant/auditors certificate certifying the Net Worth as on 31
March 2007 and 31°' March 2008".

12. Please provide details of all contingent liabilities that, if materialized, have or would reasonably
be expected to have a material adverse effect on the business, operations (or results of
operations), assets, liabilities and/or financial condition of the Company, or other similar
business combination or transaction.

13. Contact Person(s):

I. Name:

ii. Designation:
iii. Phone No.:
iv. Mobile No.:
v. Fax No.:
vi. Email:

Yours faithfully,

Authorised Signatory Authorised Signatory

For and on behalf of the (party/member) For and on behalf of the consortium
Place: Place:

Date: Date:

Note: Please follow the order adopted in the Format provided. If the interested party is unable to
respond to a particular question/ request, the relevant number must be nonetheless be set out with
the words “ No response given” against it.

LIn the event the financial year ending is December, then please provide audited accounts for year ended
December 31, 2005, 2006 and 2007. Net Worth certificate in that event should be provided for December 31,
2006 and December 31, 2007
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Annexure -V: Statement of any Indictment
(by any Income Tax, Sales Tax, Customs and Excise Authorit  ies and other Regulatory Authorities)

(To be forwarded on the letterhead of the interested party/lead bidder/member of the consortium
submitting the Eol)

Date:

Mr. Anindya Mallick

Senior Manager

Deloitte & Touche Consulting India Pvt. Limited

Bengal Intelligent Park, Building Alpha, 1st Floor

Block: EP & GP, Sector — V, Salt Lake Electronics Complex
Kolkata — 700 091

We certify that there has been no conviction by a court of law or indictment or adverse order or
investigation or charge sheet by an agency of the Government, any income tax, sales tax, customs,
excise authorities and other regulatory authorities including but not limited to Reserve Bank of India
(RBI) and Securities Exchange Board of India (SEBI) against us or our Promoter Group, {except as
stated below:}!

Yours faithfully,

Authorized Signatory
For and on behalf of (party/member)

Name:
Designation:

1 Delete, if not applicable.
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Annexure - VI: Government of India’s Disqualificati ~ on Guidelines

No. 6/4/2001-DD-II
Government of India
Ministry of Disinvestment
Block 14, CGO Complex
New Delhi
Dated 13th July, 2001

OFFICE MEMORANDUM

Subject: Guidelines for qualification of Bidders seeking to acquire stakes in Public Sector
Enterprises through the process of disinvestment

Government has examined the issue of framing comprehensive and transparent guidelines defining
the criteria for bidders interested in PSE-disinvestment so that the parties selected through
competitive bidding could inspire public confidence. Earlier, criteria like net worth, experience etc.
used to be prescribed. Based on experience and in consultation with concerned departments,
Government has decided to prescribe the following additional criteria for the qualification /
disqualification of the parties seeking to acquire stakes in public sector enterprises through
disinvestment:-

(@ In regard to matters other than the security and integrity of the country, any conviction by a
Court of Law or indictment / adverse order by a regulatory authority that casts a doubt on the ability
of the bidder to manage the public sector unit when it is disinvested, or which relates to a grave
offence would constitute disqualification. Grave offence is defined to be of such a nature that it
outrages the moral sense of the community. The decision in regard to the nature of the offence
would be taken on case to case basis after considering the facts of the case and relevant legal
principles, by the Government.

(b) In regard to matters relating to the security and integrity of the country, any charge-sheet by
an agency of the Government / conviction by a Court of Law for an offence committed by the
bidding party or by any sister concern of the bidding party would result in disqualification. The
decision in regard to the relationship between the sister concerns would be taken, based on the
relevant facts and after examining whether the two concerns are substantially controlled by the
same person/persons.

(¢) In both (a) and (b), disqualification shall continue for a period that Government deems
appropriate.

(d) Any entity, which is disqualified from participating in the disinvestment process, would not be
allowed to remain associated with it or get associated merely because it has preferred an appeal
against the order based on which it has been disqualified. The mere pendency of appeal will have
no effect on the disqualification.

(e) The disqualification criteria would come into effect immediately and would apply to all bidders
for various disinvestment transactions, which have not been completed as yet.

(f) Before disqualifying a concern, a Show Cause Notice why it should not be disqualified would
be issued to it and it would be given an opportunity to explain its position.

(@) Henceforth, these criteria will be prescribed in the advertisements seeking Expression of
Interest (EOI) from the interested parties. The interested parties would be required to provide the
information on the above criteria, along with their Expressions of Interest (EOI). The bidders shall
be required to provide with their EOl an undertaking to the effect that no investigation by a
regulatory authority is pending against them. In case any investigation is pending against the
concern or its sister concern or against its CEO or any of its Directors/Managers/employees, full
details of such investigation including the name of the investigating agency, the charge/offence for
which the investigation has been launched, name and designation of persons against whom the
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investigation has been launched and other relevant information should be disclosed, to the
satisfaction of the Government. For other criteria also, a similar undertaking shall be obtained along
with EOIL.

-sd/-
(A.K. Tewari)
Under Secretary to the Government of India.

CLARIFICATION

Note: Vide clarification dated: 10.1.2002 to the above guidelines it has been provided that the
following offence be treated as a grave offence

(1) Orders of Securities and Exchange Board of India which directly relates to “fraud” as defined in
the Securities and Exchange Board of India Act, 1992 and/or regulations made thereunder;

(2) Orders of Securities and Exchange Board of India which cast a doubt on the ability of the
Strategic Partner to manage the Company after the sale of the Transaction Shares by the
Government to the Strategic Partner;

(3) Any conviction by a Court of Law;

(4) In cases in which Securities and Exchange Board of India also passes a prosecution order,
disqualification of the Strategic Partner should arise only on conviction by the Court of Law.
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Annexure - VII: Guidelines for Management Employee Bids

No. 4/38/2002-DD-lI
Government of India
Ministry of Disinvestment
Block 14, CGO Complex
New Delhi
Dated 25th April, 2003

OFFICE MEMORANDUM
Subject: - Guidelines for management-employee bids in strategic sale.

Employee participation and protection of employee interests is a key concern of the disinvestment
process. The practice of reserving a portion of the equity to be disinvested for allocation to
employees, at concessional prices, has been adopted in a number of cases. It is necessary and
expedient to evolve and lay down guidelines to encourage and facilitate management-employee
participation in the strategic sales and thus to acquire controlling stakes and manage disinvested
public sector undertakings. The undersigned is directed to state that Government has, therefore,
decided to lay down the following guidelines for evaluating employee/management bids:-

(i)  The term ‘employee’ will include all permanent employees of a PSU and the whole time
directors on the board of the PSU. A bid submitted by employees or a body of
employees will be called an “employee bid”.

(i) At least 15% of the total number of the employees in a PSU or 200 employees, which
ever is lower, should participate in the bid.

(i)  An employee bid would be exempted from any minimum turn over criterion but will be
required to qualify in terms of the prescribed net worth criterion. They will be required
to follow the procedures prescribed for participation by Interested Parties in the process
of strategic sale including, but not limited to, filing the expression of interest along with
all details, as applicable to other investors, furnishing of bank guarantee for payment of
the purchase price etc.

(iv) Employees can either bid directly and independently or, for the purpose of meeting the
financial criteria like net worth, can form a consortium or bid through a joint venture (JV)
or a special purpose vehicle (SPV), alongwith a bank, venture capitalist or a financial
institution. However employees will not be permitted to form consortia with other
companies.

(v) If the bidding entity of the employees is a consortium, JV or SPV, employees must
have a controlling stake and be in control of the bidding entity.

(vi) If the bid is submitted through a consortium, JV or SPV, employees must contribute at
least 10% of the financial bid.

(vii) If the employees form a consortium, the consortium partners would be prohibited from
submitting individual bids independently.

(viii) If it is not the highest bid, the employee bid shall be considered only if the said bid is
within 10% of the highest bid.

(ix) The employee bid shall, subject to fulfilling the conditions above, have the first option
for acquiring the shares under offer provided they match the highest bid and the
highest bid being equal to or more than the reserve price.

(x) If the employee bid is not the highest bid and there are more than one employee bids
within the 10% band, the highest of the employee bids will have precedence for
purchase at the highest bid. If such employee bidder is unwilling or unable to match
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the highest bid, the option will pass on to the next highest employee bid and so on till
all the employee bids, within the 10% band, are exhausted.

(xi) Inthe event of no employee bidder, within the 10% band, being willing or able to match
the highest bid, the shares under offer will be sold to the highest bidding entity.

(xii) There will be a lock in period of three years for the shares disinvested by the
Government.

2. All the bidders for the management-employee buy-outs will also have to satisfy the
provisions of the ‘Guidelines for qualification of bidders seeking to acquire stakes in Public sector
Enterprise through the process of disinvestment’ issued vide the then Department of
Disinvestment's Office Memorandum No.6/4/2001-DD-1l dated 13™ July 2001 or as amended
subsequently along with other qualification criterion as generally applicable and not specifically
excluded herein.

-sd-
(T.S. Krishnamachari)
Deputy Secretary to the Government of India
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