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December 25, 2008

Mr Ashok Kumar Bhattacharya

Managing Editor,

Business Standard MOST IMMEDIATE
Business Standard Ltd

Nefru House

4 Bahadur Shah Zafar Marg

New Delhi 110002

Ref News item captioned - JP Associates : Shareholders upset
Dear Sir,

Kindly refer to the captioned news item appearing in Delhi Edition of your paper
on December 24, 2008, which is totally misconceived, based on conjunctures,
lacks comprehension and is far from facts.

In this regard we wish to bring to your notice the following infirmities in the report
vis-a-vis the factual status

()  Itis categorically stated that the proposed amalgamation does not
at all involve any outflow of funds as against the statement in the
news item reading ‘The merger ratio implies an outflow of
approximately Rs.700 Crore from JP Associates

This is really surprising how such inferences could be drawn by
your esteemed paper which are no where near the facts and tend
to mislead the readers

(i) Similarly, questioning the exchange ratio without appreciation of the
complete process and various methods employed by the experts to
arrive at the valuation, is not expected from a Paper of your stature
and standing

As you must be aware, the valuation of business/shares of a
company is scientifically done using combination of various
methods including

= Price Earnings Capitalization Value (‘PECV") method;
- Net Asset Value ("NAV") method; and
- Market Value (“MV") method.

@ 7 |

Qo kel Sector-128, Noida - 201 304, Uttar Pradesh (india)
Ph. 491 (120) 4609000, 2470800 Fax | 191 (120) 4609464, 609480

Javeee
‘JA House', 63 Basant Lok, Vasant Vihar, New Delhi - 110 057 (indial

GROUP Ph.: 491 (11) 26141540, 26147411 Fax - +91 (11) 26145389, 26143591




[image: image2.jpg]JAIPRAKASH

ASSOCIATES LIMITED

Price-eamings multiple is not the only criteria which is taken into
consideration while valuing the shares of the organizations for the
purposes of amalgamation, as apparently considered by your
Reporters.

Itis evident that your Reporters have neither considered the assets
base of Jaiprakash Enterprises nor did they feel responsible to
check back with the management for the relevant figures or to
clarify their doubts. Thus, concluding that JP Enterprises has been
“valued expensively” is incorrect and highly inappropriate.

You will kindly appreciate that in our case the Valuation for the
purpose has been done by a renowned firm of Chartered
Accountants who, in their own right, have established standing &
credibility for the professionalism in their working.

While doing so, they have not only gone by the profitability criteria
but also the assets base of the respective companies and
combination of various methods stated hereinabove.

Thus, challenging the valuation / the exchange ratio suggested by
an established firm of professionals and taken into consideration by
JAL, an organization having impeccable track record of enhancing
shareholders' value, by some Reporters who have not even applied
the basic factors which go into such valuations, can only be taken
to be an attempt to mislead the Readers. This is certainly not
expected of the ‘Business Standard’ which is known for its own
standards.

(ii)  The statement that the merger of the two subsidiaries — Jaypee
Cement and Gujarat Anjan Cement “will not affect the earnings” is
borne out of lttle depth of the analysts and the Reporters who
seem to be at sea with facts and figures. Phase-| of the Cement
Plant of Gujarat Anjan Cement at Bhuj with an annual capacity of
2.5 Million Ton is expected to be commissioned by March, 2009 to
be followed by Phase Il of another 2.5 MTPA. = Similarly, the 4
Million Ton per annum capacity Cement Plant of Jaypee Cement is
under implementation. ~ Can any body with any stretch of
imagination believe that merger of these two companies bringing
these capacities under one roof “will not affect the earnings” of the
merged entity, as claimed by your Reporters?
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When entire world is bracing itself to face the consequences of
downturn in economy all over, only forward thinking organizations
with enduring commitment to sustain, will amalgamate companies
having similar business into one large entity which strengthens the
financial ratios, brings operational efficiency and cuts down on
expenditure.

(iv)  Surprisingly, while quoting the ratio of 1 : 1 for merger of JP
Associates with JP Hotels, the face value of both the shares is not
mentioned for the unknown reasons. Please note that while the
face value of each share of Jaiprakash Associates is Rs. 2, the
same for the shares of Jaypee Hotels is Rs.10 per share. Thus for
every share of Rs.10 in Jaypee Hotels, its shareholders will get
ONE share of Rs:2 only in Jaiprakash Associates. Simply
mentioning the ratio of 1: 1 leads to wrong inferences being drawn
by the Readers.

Similarly, another strong point of the Scheme, i.e. transfer of cross-
holdings to the Trusts for the benefit of the Company, instead of
canceling the same, has been just overlooked which speaks
volumes of casual/ hearsay approach seemingly adopted by the
Reporters covering the story.

(v)  Apparently, to add sensation to the story, the proposal of our
Company is sought to be linked to completely different Satyam
incident. While in that case the transaction was reportedly with
interested parties involving outflow of around Rs.6000 Crores from
Satyam, ours Is an absolutely cashless transaction leading to
merger of group companies on the values suggested by an
independent Valuer

JAL's proposal is subject to various approvals including those of
Shareholders, Creditors, a number of Regulators and finally subject
to the sanction of the Scheme by Hon'ble High Court

Here, the following distinct features of JAL's proposal need specific
mention

a)  The proposed amaigamation will lead to increase of share
capital of JAL by only 22 Crore shares of Rs.2 each with
corresponding increase in its Assets base by Rs.987 Crores,
from Rs.7930 Crores to Rs.8914 Crores.

b) In the case of JAL, to prepare the organization for the fast
changing scenario which was unexpected in financial world,
the Promoters' have preferred dilution of their own holding
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as a result of merger, displaying character of the
management to keep interest of all shareholders supreme.

We, therefore, take strong exception to link the distinctly different
Scheme of JAL with the Satyam incident just to create a
headline/sensational news item.

(vi) The bald statement that “even after the Satyam incident,
managements, it would seem, are not too concerned about what
their shareholders feel’ is an iresponsible one.  Moreso,
connecting the story with our proposal is highly unpalatable.

In view of the aforesaid, with a view to put the facts straight and in the interest of
your esteemed Readers & the interest of over FIVE LAC shareholders’ family of
the Company, we request you to kindly publish this letter with the same
prominence at the earliest and also advice the concerned to kindly feel free to get
in touch with the management of the Company for any
confirmations/clarifications before publishing any story about s

As a newspaper of repute, we expect you to balance sensationalism with realism
ensuring professionalism has to have fairplay.

Thanking you,

Yours faithfully,
For Jaiprakash Associates Limited

1ty e
(Harish K Vaid)
Sr. President (Corporate Affairs) &
Company Secretary.
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