RED HERRING PROSPECTUS

Al Please read Section 60B of the Companies Act, 1956
100% Book Built Issue
" Dated January 8, 2006
Nirman Ltd.
Life Time Value

AKRUTI NIRMAN LIMITED

(Originally incorporated as Akruti Nirman Private Limited under the Companies Act, 1956 on February 16, 1989. On April 11, 2002, the Company was converted into a
public limited company and the name was changed to Akruti Niman Limited. For changes in the registered office, see the section titled “History and Certain Corporate
Matters” on page 115 of this Red Herring Prospectus.)

Our registered office is presently located at Akruti Trade Centre, Road No. 7, Marol MIDC, Andheri (East), Mumbai — 400 093, India.

Tel: + 91 22 6703 7427, 491 22 6703 7400, Fax: + 91 22 2821 8230
Contact Person: Mr. Chetan S. Mody; Tel:+ 91 22 6703 7427; +91 22 6703 7400; E-mail: ipo@akrutiestate.com, Website: www.akrutiestate.com

PUBLIC ISSUE OF 6,700,000 EQUITY SHARES OF Rs. 10 EACH OF AKRUTI NIRMAN LIMITED (“ANL”, “COMPANY” OR
“ISSUER”) FOR CASH AT A PRICE OF RS. [®] PER EQUITY SHARE (INCLUDING A SHARE PREMIUM OF RS. [®] PER EQUITY
SHARE) AGGREGATING RS. [®] MILLION (THE “ISSUE”). THE ISSUE SHALL CONSTITUTE 10.04% OF THE POST-ISSUE
CAPITAL OF OUR COMPANY

PRICE BAND: Rs. 475 TO Rs. 540 PER EQUITY SHARE OF FACE VALUE Rs. 10.

THE FACE VALUE OF EQUITY SHARES IS RS. 10 AND THE FLOOR PRICE IS 47.5 TIMES OF THE FACE VALUE AND
THE CAP PRICE IS 54 TIMES OF THE FACE VALUE

In case of revision in the Price Band, the Bidding/Issue Period will be extended for three additional working days after revision of the Price Band subject to the Bidding/
Issue Period not exceeding 10 working days. Any revision in the Price Band and the revised Bidding/Issue Period, if applicable, will be widely disseminated by notification
to the National Stock Exchange of India Limited (“NSE”) and the Bombay Stock Exchange Limited (“BSE”), by issuing a press release, and also by indicating the change
on the website of the Book Running Lead Managers (“BRLMs”) and at the terminals of the Syndicate.

In terms of Rule 19(2)(b) of the SCRR, this being an Issue for less than 25% of the post—Issue capital, the Issue is being made through the 100% Book Building Process
wherein at least 60% of the Issue shall be allotted on a proportionate basis to Qualified Institutional Buyers (“QIBs”). 5% of the QIB Portion shall be available for
allocation to Mutual Funds only and the remaining QIB Portion shall be available for allocation to all the QIB Bidders, including Mutual Funds, subject to valid Bids being
received at or above the Issue Price. If at least 60% of the Issue cannot be allotted to QIBs, then the entire application money will be refunded. Further, not less than 10% of
the Issue shall be available for allocation on a proportionate basis to Non-Institutional Bidders and not less than 30% of the Issue shall be available for allocation on a
proportionate basis to Retail Individual Bidders, subject to valid Bids being received at or above the Issue Price. We have not opted for grading of the Issue.

RISK IN RELATION TO FIRST ISSUE

This being the first issue of the Equity Shares, there has been no formal market for the Equity Shares. The face value of the Equity Shares is Rs. 10
and the Floor Price is 47.5 times of the face value and the Cap Price is 54 times of the face value. The Issue Price (as determined by the Company in
consultation with the BRLMs, on the basis of assessment of market demand for the Equity Shares by way of Book Building) should not be taken to
be indicative of the market price of the Equity Shares after the Equity Shares are listed. No assurance can be given regarding an active and/or sustained
trading in the Equity Shares or regarding the price at which the Equity Shares will be traded after listing.

GENERAL RISKS

Investments in equity and equity-related securities involve a degree of risk and investors should not invest any funds in this Issue unless they can afford
to take the risk of losing their investment. Investors are advised to read the risk factors carefully before taking an investment decision in this Issue.
For taking an investment decision, investors must rely on their own examination of the Company and the Issue including the risks involved. The
Equity Shares offered in the Issue have not been recommended or approved by the Securities and Exchange Board of India (“SEBI”), nor does SEBI
guarantee the accuracy or adequacy of this Red Herring Prospectus. Specific attention of the investors is invited to the section titled “Risk Factors”
beginning on page XII.

ISSUER’S ABSOLUTE RESPONSIBILITY

The Issuer having made all reasonable inquiries, accepts responsibility for and confirms that this Red Herring Prospectus contains all information with
regard to the Issuer and the Issue, which is material in the context of the Issue, that the information contained in this Red Herring Prospectus is true
and correct in all material aspects and is not misleading in any material respect, that the opinions and intentions expressed herein are honestly held
and that there are no other facts, the omission of which makes this Red Herring Prospectus as a whole or any of such information or the expression of
any such opinions or intentions misleading in any material respect.

LISTING

The Equity Shares offered through this Red Herring Prospectus are proposed to be listed on the NSE and the BSE. We have received in-principle
approval from the NSE and the BSE for the listing of our Equity Shares pursuant to letters dated October 19, 2006 and November 17, 2006
respectively. BSE shall be the Designated Stock Exchange.

BOOK RUNNING LEAD MANAGERS REGISTRAR TO THE ISSUE
m INTIME SPECTRUM

JPMorgan () M Q\/ REGISTRY LIMITED
J.P. Morgan India Private Limited Enam Financial Consultants Private Limited e s C-13, Pannalal Silk Mills Compound,
Mafatlal Centre, 9th Floor, Nariman Point 801, Dalamal Tower, Nariman Point soeane LBS M?rg’ Bhandup WESt’

. . . . Mumbai 400 078, India
Mumbai 400 021, India Mumbai 400 021, India Tel: +91 22 2596 0320 (9 lines)
Tel: + 91 22 2285 5666 Fax: + 91 22 6639 3091 Tel: + 91 22 6638 1800 Fax: + 91 22 2284 6824 Fax : 491 22 2596 0329
Email: akruti_ipo@jpmorgan.com Email: akrutiipo@enam.com Email : anl-ipo@intimespectrum.com

Website: www.intimespectrum.com

Website: www.jpmipl.com . Website: www.enam.c'om 4 Contact Person - Vishwas Attavar
Contact Person: Naheed Ghazi Contact Person: Sachin K. Chandiwal

ISSUE PROGRAMME
BID / ISSUE OPENS ON : JANUARY 15, 2007 BID / ISSUE CLOSES ON : JANUARY 19, 2007

Phewm



TABLE OF CONTENTS

DEFINITIONS AND ABBREVIATIONS ...t I
CERTAIN CONVENTIONS; PRESENTATION OF FINANCIAL AND MARKET DATA .......coccooiiiiiiiiiceereeceereeeeeeee IX
FORWARD-LOOKING STATEMENTS ...ttt ettt ee XI
RISK FACTORS ...ttt b et h et b et h et b e b et bt s e b e e e s e s e st e e e e et e e et ese e eaesaeneeneene XII
SUMMARY OF OUR BUSINESS, STRENGTHS AND STRATEGIES .........ccccoiiiiiiiiiic s 1
SUMMARY FINANCIAL INFORMATION .....ccoiiiiiiiiiiiii e 7
THE ISSUE ..ottt e b e e s e b e b b e a e b bt 15
GENERAL INFORMATION ..ottt sttt st sttt h e s st a e bt e s et ea e e s e sa et eae e enenes 16
CAPITAL STRUCTURE ..ottt a et e e b st e e e st s et s e oot ea et e s e se e eneeenenen 26
OBJECTS OF THE ISSUE ...ttt sttt a e h e et e h et a s h et a et e s e et ea e e e s sa e eneeeeaenen 36
BASIS FOR ISSUE PRICE ......ooiiiiiiiiiii bbbt 42
STATEMENT OF TAX BENEFITS ... 45
INDUSTRY OVERVIEW ..ot 55
OUR BUSINESS ...ttt sttt h e et b e s a s b e e e st s e s e es e s es e e et e e e s e et e e e s e e eaeea e e ebese et eneeeneeen 62
REGULATIONS AND POLICIES IN INDIA ...ttt 89
OUR MANAGEMENT ...ttt ettt b e s et b e et h e e e s s st a et e e s e st e e e e s e e e et ea e e esese et eaeeeneeaen 96
HISTORY AND CERTAIN CORPORATE MATTERS ........cocciiiiiiiii e 115
OUR PROMOTERS AND PROMOTER GROUP .......cccoiiiiiiiiiiiiiii s 141
DIVIDEND POLICY ..ot a e s ea e b ea e s a e 164
FINANCIAL STATEMENTS ...ttt e et a e st a e e a et b e e e enennan 165
SUMMARY OF SIGNIFICANT DIFFERENCES BETWEEN INDIAN GAAP AND U.S. GAAP .....ccccoiiiiiiiiecece 266
MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS .......... 274
FINANCIAL INDEBTEDNESS ..ot 299
OUTSTANDING LITIGATION AND MATERIAL DEVELOPMENTS ..o 303
GOVERNMENT APPROVALS ..ot ea e 317
OTHER REGULATORY AND STATUTORY DISCLOSURES ...ttt 342
TERMS OF THE ISSUE ...ttt e b et et e et b et s et a e s e s e e et s e eaeenen 351
ISSUE STRUCGTURE ...ttt h et b e et b e et a et a e et b et s e st b e e e s e e s e e e e eseenenenen 354
ISSUE PROCEDURE ..ot bbbt 358
MAIN PROVISIONS OF ARTICLES OF ASSOCIATION OF THE COMPANY ........ccocoiiiiiiiiiiiiiiiicneecc e 387
MATERIAL CONTRACTS AND DOCUMENTS FOR INSPECTION ......ccccciiiiiiiiiiiiiiiiiiccc e 403
DECLARATION ...ttt ettt e et e e e b e et e a et e b e st a et e heee et b et ea e e e st s e e es e s s e eae e e e eeeaenen 406
ANNEXURE A : VALUATION LETTER OF KNIGHT FRANK .......cccoiiiiiiiiiieeec ettt 407
ANNEXURE B : VALUATION LETTER OF CB RICHARD ELLIS ......cociiiiiiiiiieceese et 413

ANNEXURE C : VALUATION LETTER OF TRAMMELL CROW MEGHRAJ .........ccccoiiiiiiiiiiiicccc 418



DEFINITIONS AND ABBREVIATIONS

Company related terms

“Akruti Nirman Limited”

Unless the context otherwise requires, refers to Akruti Nirman Limited, a public

or “ANL” or  “the | limited company incorporated under the Companies Act and having its registered
Company” or “our | office at Akruti Trade Centre, Road No. 7, Marol MIDC, Andheri (East),
Company” Mumbai — 400 093, India.

Articles/Articles of The articles of association of our Company.

Association

Auditors M/s Dalal & Shah and M/s Viral D. Doshi & Co., our joint statutory auditors.

Board of Directors/Board

The board of directors of our Company or a committee constituted thereof.

Director(s)

Director(s) on the Board of our Company, unless otherwise specified.

Memorandum /
Memorandum of
Association

The memorandum of association of our Company.

Registered Office

The registered office of our Company located at Akruti Trade Centre, Road No.
7, Marol MIDC, Andheri (East), Mumbai — 400093, Maharashtra, India.

“we or “us” or “our”

Unless the context otherwise requires, the Company and its Subsidiaries, on a
consolidated basis, as described in this Red Herring Prospectus.

Subsidiaries

Subsidiaries of our Company which are:

Adhivitiya Properties Limited;

Agreem Properties Limited;

Arnav Properties Private Limited;

Akulpita Construction Private Limited;

Akruti Centre Point Infotech Private Limited;
Sheshan Housing & Area Development Engineers Private Limited;
T.D.R. Properties Private Limited;

Vishal Nirman India Private Limited;

. Vishal Tekniks (Civil) Private Limited;

10. Brainpoint Infotech Private Limited;

11. E-Commerce Solutions (India) Private Limited; and
12. Vaishnavi Builders & Developers Private Limited.
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Issue Related Terms

Term Description

Allotment/ Allot Unless the context otherwise requires, the allotment of Equity Shares pursuant to
the Issue.

Allottee The successful Bidder to whom Equity Shares are Allotted.

Banker(s) to the Issue/
Escrow Collection Banks

The banks, which are clearing members and registered with SEBI as Banker to
the Issue at which the Escrow Accounts will be opened, in this case being
Deutsche Bank AG, HDFC Bank Limited, The Hong Kong and Shanghai
Banking Corporation Limited and Standard Chartered Bank

Bid An indication to make an offer during the Bidding Issue Period by a Bidder to
subscribe to the Equity Shares of the Company at a price within the Price Band,
including all revisions and modifications thereto.

Bid Amount The highest value of the optional Bids indicated in the Bid cum Application

Form and payable by the Bidder on submission of the Bid in the Issue.

Bid cum Application Form

The form in terms of which the Bidder shall make an indication to make an offer
to subscribe to the Equity Shares and which will be considered as the application
for the issue of the Equity Shares pursuant to the terms of this Red Herring
Prospectus.

Bidder Any prospective investor who makes a Bid pursuant to the terms of the Red
Herring Prospectus and the Bid cum Application Form.

Bidding/Issue Period The period between the Bid/Issue Opening Date and the Bid/Issue Closing Date
inclusive of both days and during which prospective Bidders can submit their
Bids.

Bid/Issue Opening Date The date on which the Syndicate shall start accepting Bids for the Issue, which
shall be the date notified in an English national newspaper, a Hindi national
newspaper and a Marathi newspaper with wide circulation.

Bid/Issue Closing Date The date after which the Syndicate shall not accept any Bids for the Issue, which
shall be the date notified in an English national newspaper, a Hindi national
newspaper and a Marathi newspaper with wide circulation.

Book Building Process Book building route as provided in Chapter XI of the SEBI Guidelines, in terms
of which this Issue is being made.

BRLMs/ Book Running Book Running Lead Managers to the Issue, in this case being J.P. Morgan India

Lead Managers Private Limited and Enam Financial Consultants Private Limited.

CAN/Confirmation of Means the note or advice or intimation of allocation of Equity Shares sent to the

Allocation Note

Bidders who have been allocated Equity Shares after discovery of the Issue Price
in accordance with the Book Building Process.

Cap Price

The higher end of the Price Band, above which the Issue Price will not be
finalised and above which no Bids will be accepted.

Cut-off Price

Any price within the Price Band finalised by the Company in consultation with
the BRLMs. A Bid submitted at Cut-off Price is a valid Bid at all price levels
within the Price Band.

Designated Date

The date on which the Escrow Collection Banks transfer the funds from the
Escrow Account to the Public Issue Account, which in no event shall be earlier
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Term

Description

than the date on which the Prospectus is filed with the RoC following which the
Board shall Allot Equity Shares to successful Bidders.

Designated Stock BSE, for the purpose of this Issue.

Exchange

Draft Red Herring The Draft Red Herring Prospectus dated September 29, 2006 issued in

Prospectus accordance with Section 60B of the Companies Act and SEBI Guidelines, which
does not have, inter alia, the particulars of the Issue Price and the size of the
Issue. Upon filing with RoC at least three days before the Bid/Issue Opening
Date, it will become the Red Herring Prospectus. It will become a Prospectus
upon filing with RoC after determination of the Issue Price.

Eligible NRI NRI from such jurisdiction outside India where it is not unlawful to make an
offer or invitation under the Issue.

Equity Shares Equity shares of the Company of face value of Rs. 10 each.

Escrow Account(s)

Accounts opened with the Escrow Collection Bank(s) and in whose favour the
Bidder will issue cheques or drafts in respect of the Bid Amount when
submitting a Bid.

Escrow Agreement

Agreement to be entered into among the Company, the Registrar, the Escrow
Collection Bank(s), the BRLMs and the Syndicate Members for collection of the
Bid Amounts and for remitting refunds, if any, of the amounts collected, to the
Bidders on the terms and conditions thereof.

First Bidder

The Bidder whose name appears first in the Bid cum Application Form or
Revision Form.

Floor Price

The lower end of the Price Band, below which the Issue Price will not be
finalised and below which no Bids will be accepted.

Issue

Issue of 6,700,000 Equity Shares at the Issue Price.

Issue Price

The final price at which Equity Shares will be Allotted in the Issue, as
determined by the Company in consultation with the BRLMs, on the Pricing
Date.

Margin Amount

The amount paid by the Bidder at the time of submission of his/her Bid, being
10% to 100% of the Bid Amount.

Mutual Fund

A mutual fund registered with SEBI under the SEBI (Mutual Funds)
Regulations, 1996.

Mutual Fund Portion

5% of the QIB Portion or 201,000 Equity Shares (assuming the QIB Portion is
60% of the Issue size) available for allocation to Mutual Funds only, out of the
QIB Portion.

Non-Institutional Bidders

Bidders that are neither Qualified Institutional Buyers nor Retail Individual
Bidders and who have Bid for an amount more than Rs. 100,000 (but not
including NRIs other than Eligible NRIs).

Non-Institutional Portion

The portion of the Issue being not less than 670,000 Equity Shares available for
allocation to Non-Institutional Bidders.

Pay-in Date

Bid/Issue Closing Date or the last date specified in the CAN sent to the Bidders,
as applicable.
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Term

Description

Pay-in-Period

(i) With respect to Bidders whose Margin Amount is 100% of the Bid
Amount, the period commencing on the Bid/Issue Opening Date and
extending until the Bid/Issue Closing Date, and

(i) With respect to Bidders whose Margin Amount is less than 100% of the
Bid Amount, the period commencing on the Bid/Issue Opening Date and
extending until the closure of the Pay-in Date.

Price Band

The price band with a minimum price (Floor Price) of Rs. 475 per Equity Share
and a maximum price (Cap Price) of Rs. 540 per Equity Share.

Pricing Date

The date on which our Company in consultation with the BRLMs will finalize
the Issue Price.

Promoters

The individuals who are our promoters are:
@) Mr. Hemant M. Shah; and
(ii))  Mr. Vyomesh M. Shah.

Promoter Group

Individuals, companies and entities enumerated in the section titled “Our
Promoters and Promoter Group” on page 141 of this Red Herring Prospectus.

Prospectus

The prospectus, to be filed with the RoC after pricing containing, among other
things, the Issue Price that is determined at the end of the Book Building Process,
the size of the Issue and certain other information.

Public Issue Account

Account opened with the Banker(s) to the Issue to receive monies from the
Escrow Account for the Issue on the Designated Date.

Qualified Institutional
Buyers or QIBs

Public financial institutions as specified in Section 4A of the Companies Act,
scheduled commercial banks, mutual funds registered with SEBI, foreign
institutional investors registered with SEBI, venture capital funds registered with
SEBI, state industrial development corporations, insurance companies registered
with the Insurance Regulatory and Development Authority, provident funds with
minimum corpus of Rs. 250 million and pension funds with minimum corpus of
Rs. 250 million.

QIB Margin Amount

An amount representing at least 10% of the Bid Amount that QIBs are required
to pay at the time of submitting their Bid.

QIB Portion

The portion of the Issue being at least 4,020,000 Equity Shares to be mandatorily
allotted to QIBs.

Refund Account(s)

Account(s) opened with an Escrow Collection Bank(s), from which refunds of
the whole or part of the Bid Amount, if any, shall be made.

Registrar/ Registrar to the

Issue

Intime Spectrum Registry Limited.

Retail Individual Bidders

Individual Bidders (including HUFs applying through their karta and Eligible
NRIs) who have bid for Equity Shares for an amount less than or equal to Rs.
100,000.

Retail Portion

The portion of the Issue being not less than 2,010,000 Equity Shares available for
allocation to Retail Individual Bidder(s).

Revision Form

The form used by the Bidders to modify the quantity of Equity Shares or the Bid
Price in their Bid cum Application Forms or any previous Revision Form(s).
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Term

Description

RHP or Red Herring
Prospectus

This Red Herring Prospectus dated January 8, 2007 issued in accordance with
Section 60B of the Companies Act, which does not have complete particulars of
the price at which the Equity Shares are offered and the size of the Issue. The
Red Herring Prospectus will become a Prospectus after filing with the RoC after
determination of the Issue Price.

Stock Exchanges

NSE and BSE.

Syndicate or members of
the Syndicate

The BRLMs and the Syndicate Members.

Syndicate Agreement

The agreement dated [*] to be entered into among the Company and the members
of the Syndicate, in relation to the collection of Bids in this Issue.

Syndicate Members

J.P. Morgan India Private Limited and Enam Securities Private Limited.

TRS/ Transaction
Registration Slip

The slip or document issued by any of the members of the Syndicate to a Bidder
as proof of registration of the Bid.

Underwriters

BRLMs and Syndicate Members

Underwriting Agreement

The agreement among the Underwriters and the Company to be entered into on
or after the Pricing Date.

General Terms

Term

Description

Companies Act

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

Depository

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

Depositories Act

The Depositories Act, 1996, as amended from time to time.

Depository Participant

A depository participant as defined under the Depositories Act.

Indian GAAP Generally accepted accounting principles in India.
IT Act The Income Tax Act, 1961, as amended from time to time.
Non Residents/NR All eligible Bidders, including NRIs, FIIS registered with SEBI and FVCIs

registered with SEBI, who are not persons resident in India.

NRI/ Non Resident Indian

A person resident outside India, who is a citizen of India or a person of Indian
origin and shall have the same meaning as ascribed to such term in the Foreign
Exchange Management (Transfer or Issue of Security by a Person Resident
Outside India) Regulations, 2000.

OCB/ Overseas Corporate
Body

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

SEBI Act

The Securities and Exchange Board of India Act, 1992, as amended from time to
time.




Term

Description

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

SICA Sick Industrial Companies (Special Provisions) Act, 1985

U.S. GAAP Generally accepted accounting principles in the United States of America.
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Abbreviation

Full Form

AGM Annual General Meeting.

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

BSE Bombay Stock Exchange Limited, earlier known as The Stock Exchange,
Mumbai.

BMC/MCGM Brihanmumbai Municipal Corporation.

CDSL Central Depository Services (India) Limited.

CAGR Compounded Annual Growth Rate.

DCR Development Control Regulations for Greater Bombay, 1991.

DIPP Department of Industrial Policy & Promotion, Ministry of Commerce &
Industry, Government of India.

ECS Electronic Clearance Service.

EGM Extraordinary General Meeting.

ENAM Enam Financial Consultants Private Limited.

EPS Earnings per share.

EPZ Export Processing Zone.

FDI Foreign direct investment.

FSI Floor Space Index.

FII Foreign Institutional Investor (as defined under the Securities and Exchange
Board of India (Foreign Institutional Investors) Regulations, 1995) registered
with SEBI under applicable laws in India.

FIPB Foreign Investment Promotion Board, Ministry of Finance, Government of
India.

FVCI Foreign Venture Capital Investor.

FY/Fiscal/Financial Period of twelve months ended March 31 of that particular year, unless

year/Fiscal year

otherwise stated.

Gol Government of India.

GOM Government of Maharashtra.

HUF Hindu Undivided Family.

IT Information Technology.

ITES Information Technology Enabled Services.
JP Morgan / JPM J.P. Morgan India Private Limited.
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Abbreviation

Full Form

MCGM/BMC Municipal Corporation of Greater Mumbai.

MHADA Maharashtra Housing Areas Development Authority.

MIDC Maharashtra Industrial Development Corporation.

MMRDA Maharashtra Metropolitan Region Development Authority.

NAV Net Asset Value.

N/G Through natural guardian.

NSDL National Securities Depository Limited.

NSE National Stock Exchange of India Limited.

p.a. per annum.

P/E Ratio Price/Earnings Ratio.

PAN Permanent Account Number.

PLR Prime Lending Rate.

RBI The Reserve Bank of India.

RoC The Registrar of Companies, State of Maharashtra situated at Everest , 100
Marine Drive, Mumbai — 400 002, Maharashtra, India.

RoNW Return on Net Worth.

Rs. Rupees.

SCRA Securities Contracts (Regulations) Act, 1956.

SCRR Securities Contracts (Regulations) Rules, 1957.

SEBI The Securities and Exchange Board of India constituted under the SEBI Act.

SEZ Special Economic Zone.

SPA Special Planning Authority.

SRA Slum Rehabilitation Authority.

SRC Slum Rehabilitation Committee.

TDR Transferable Development Rights.
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CERTAIN CONVENTIONS; PRESENTATION OF FINANCIAL AND MARKET
DATA

Land Data

In this Red Herring Prospectus, references to “land over which we have development rights”
include interests in lands acquired by our Company and our subsidiaries from third parties, our
proportionate interest in lands in respect of which we have joint development agreements as
well as lands in respect of which development rights have been granted to us by the SRA, the
MIDC and other governmental authorities.

Currency of Presentation

All references to “Rupees” or “Rs.” are to Indian Rupees, the official currency of the Republic
of India. All references to “US$” or “U.S. Dollars” are to United States Dollars, the official
currency of the United States of America.

Unless stated otherwise, the financial data in this Red Herring Prospectus is derived from our
consolidated restated financial statements prepared in accordance with Indian GAAP, the
Companies Act and the SEBI Guidelines, which are included in this Red Herring Prospectus.
Our fiscal year commences on April 1 and ends on March 31 of the next year, thus all
references herein to a particular fiscal year are to the twelve-month period ended on March 31
of that year.

Financial Data

Our financial statements, included herein, have been prepared in accordance with Indian GAAP
and the SEBI Guidelines. There are significant differences between Indian GAAP and US
GAAP. We have not attempted to reconcile 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. Accordingly, the degree to which the Indian
GAAP financial statements included in this Red Herring 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 Red Herring Prospectus should accordingly be limited.
For a discussion of the principal differences between Indian GAAP and US GAAP, see the
section titled “Summary of Significant Differences Between Indian GAAP and US GAAP” on
page 266 of the Red Herring Prospectus.

In this Red Herring Prospectus, any discrepancies in any table between the totals and the sum
of the amounts listed are due to rounding.

Market Data

Market and industry data used in this Red Herring Prospectus has generally been obtained or
derived from industry and government publications and sources such as CRIS -INFAC. These
publications typically state that the information contained therein has been obtained from
sources believed to be reliable but that their accuracy and completeness are not guaranteed and
their reliability cannot be assured. Although we believe that industry data used in this Red
Herring Prospectus is reliable, it has not been verified. The extent to which the market and
industry data used in this Red Herring Prospectus is meaningful depends on the reader’s
familiarity with and understanding of the methodologies used in compiling such data. There are
no standard data gathering methodologies in the real estate industry in India and methodologies
and assumptions may vary widely among different industry sources.
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Exchange Rate Information

The following table sets forth, for each period indicated, information concerning the number of
Rupees for which one U.S. Dollar could be exchanged at the noon buying rate in the City of
New York on the last business day of the applicable period for cable transfers in Rupees as
certified for customs purposes by the Federal Reserve Bank of New York. The row titled
“Average” in the table below is the average of the daily noon buying rate for each day in the

period.
Eight months Fiscal 2006 Fiscal 2005 Fiscal 2004
ended November
30, 2006
Period End Rs.44.76 Rs.44.48 Rs.43.40 Rs.47.45
Average Rs.45.75 Rs.44.17 Rs.44.86 Rs.45.96
Low Rs.44.45 Rs.43.05 Rs.43.27 Rs.43.40
High Rs.46.95 Rs.46.26 Rs.46.45 Rs.47.46

On December 29, 2006, the noon buying rate was Rs 44.23 to one U.S. Dollar.




FORWARD-LOOKING STATEMENTS

This Red Herring Prospectus contains certain “forward-looking statements”. These forward
looking statements generally can be identified by words or phrases such as “aim”, “anticipate”,
“believe”, “expect”, “estimate”, “intend”, “objective”, “plan”, “project”, “shall”, “will”, “will
continue”, “will pursue” or other words or phrases of similar import. Similarly, statements that
describe our strategies, objectives, plans or goals are also forward-looking statements. All
forward looking statements are subject to risks, uncertainties and assumptions about us that
could cause actual results and property valuations to differ materially from those contemplated

by the relevant statement.

Important factors that could cause actual results and property valuations to differ materially
from our expectations include, but are not limited to, the following:

the performance of the real estate market and the prevailing condition of the real estate
market in Mumbai;

changes in the Slum Rehabilitation Scheme currently in effect in Mumbai;

the effect of changes in our accounting policies;

impairment of our interests in land and availability of suitable insurance;

conditions on development rights and possible non-fulfilment of such conditions;

our ability to manage our growth effectively;

our ability to acquire development rights over additional lands outside Mumbai;

our ability to develop and market developments in proposed new lines of business;

the extent to which sale proceeds differ from our land valuations;

costs and availability of building supplies;

the outcome of legal or regulatory proceedings to which we, our subsidiaries or Promoter
Group are a party to or might become involved in;

changes in government policies and regulatory actions that apply to or affect our business;
and

our ability to compete effectively, particularly in new markets and business lines.

For further discussion of factors that could cause our actual results to differ, see the sections
titled “Risk Factors” and “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” on pages XII and 274, respectively, of this Red Herring Prospectus.
Neither our Company nor any of the Underwriters nor any of their respective affiliates has any
obligation to update or otherwise revise any statements contained herein to reflect
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 BRLMs will ensure that investors in India are informed of
material developments until the time of the grant of listing and trading permission by the Stock
Exchanges.
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RISK FACTORS

An investment in our Equity Shares involves risk. You should carefully consider all the
information in this Red Herring Prospectus, including but not limited to the risks and
uncertainties described below, before making an investment in our Equity Shares. These risks
could adversely impact our business, prospects, financial condition or results of operations,
could cause the value of our real estate developments or the trading price of our Equity Shares
to decline, and may result in your losing all or part of your investment.

RISKS RELATING TO OUR BUSINESS

We are dependent on the performance of, and prevailing conditions affecting, the real
estate market in Mumbai

Historically, we have focused our real estate development activities in and around the city of
Mumbai, India. To date, all of our completed real estate developments and the majority of our
projects under development are located in and around Mumbai. As a result, our business,
financial condition and results of operations have been and will continue to be heavily
dependent on the performance of, and prevailing conditions affecting, the Mumbai real estate
market.

The real estate market in Mumbai may perform differently from, and be subject to market and
regulatory developments different from, real estate markets in other cities or areas in India. We
cannot assure you that the demand for our real estate developments in Mumbai will continue to
grow, or will not decrease, in the future. The real estate market in Mumbai may be affected by
various factors outside our control, including prevailing local economic conditions, changes in
the supply of and demand for properties comparable to those we develop, and changes in
applicable governmental schemes relating to slum rehabilitation in Mumbai. These and other
factors may contribute to changes in real estate prices and the availability of land in Mumbai,
and may adversely affect our business, financial condition and results of operations. In the
event that a decline or downturn were to occur in property prices in Mumbai, our business,
financial condition and results of operations could be materially and adversely affected.

Our ability to obtain suitable development sites and generate revenue could be adversely
affected by any changes to the slum rehabilitation schemes currently in effect in Mumbai

Of the nearly 5.0 million square feet of building area that we have developed to date in India,
approximately 4.8 million square feet, or 97%, has been developed on land over which we
obtained development rights through our participation in slum rehabilitation projects in
Mumbai. To date we have constructed over 9,400 units in 157 apartment buildings in Mumbai
to house slum dwellers.

Our slum rehabilitation projects are developed pursuant to the Slum Rehabilitation Scheme (the
"Slum Rehabilitation Scheme") contained in the Development Control Regulations for Greater
Bombay, 1991 (the "DCR") promulgated by the Municipal Corporation of Greater Mumbai in
exercise of its powers under the Maharashtra Regional and Town Planning Act, 1966 (the
"Town Planning Act"). As compensation for the construction of this housing, we have received
development rights from the Government of Maharashtra ("GOM") over urban land in the
cleared former slums, or transferable development rights ("TDRs") for the construction of
buildings elsewhere in Mumbai which we may use in connection with our other projects or may
sell to third parties. We currently have approximately 9,200 additional apartments for slum
dwellers under construction and almost a further 8,100 in the planning stage, pursuant to slum
rehabilitation schemes in effect in Mumbai.
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Our ability to obtain suitable building sites for our projects in Mumbai in the future, and our
cost of acquiring development rights over such sites, could be adversely affected by any
changes to the Slum Rehabilitation Scheme, the DCR, the Town Planning Act or any changes
in their interpretation or implementation. If the slum rehabilitation schemes in effect in Mumbai
were to significantly change or be terminated, we may be required to purchase developable land
from third parties at significantly increased cost, and may not be able to acquire development
rights over sufficient suitable land at acceptable cost for our future development projects.

Our revenues could be adversely affected by changes in the TDR regime in Mumbai

We and other developers are subject to municipal planning and land use regulations in effect in
the Mumbai area which limit the maximum square footage of completed building we may
construct on lots to specified amounts, calculated as a ratio to the land superfice of each lot. In
place of development rights over cleared former slum land, we also sometimes receive TDRs as
compensation for our developing permanent housing for slum dwellers. TDRs permit
developers to use development rights generated elsewhere in the event that the applicable
planning and land use regulations for a particular plot do not allow full utilization of the
generated development rights. We own TDRs which we have acquired as a result of our
involvement in slum rehabilitation projects. We periodically derive revenue from the sale of
TDRs to third parties. In the year ended March 31, 2006, our revenue from the sale of TDRs
was Rs. 354.57 million, or 17.44% of our total sales and operating income. In that year, we also
recognized Rs. 280.68 million as our share of profits generated by one of our joint ventures
from TDR sales. We have not generated or recognized any income from TDR sales in the eight
month period ended November 30, 2006. We have signed a memorandum of understanding to
acquire TDRs from a third party for an aggregate cash price of Rs.1,134 million. This
transaction is dependent on the third party being granted TDRs by the GOM. The GOM
rejected the TDR application in 2001, and the issue has been under appeal since 2003;
therefore, there is uncertainty as to whether the TDRs will be granted by the GOM. For further
details, see “History and Certain Corporate Matters” on page 115 of this Red Herring
Prospectus. If the TDRs are granted to the third party by the GOM and we acquire the TDRs,
we may choose to sell the TDRs in the market if market conditions for such sales are
favourable. However, if the regulations were changed to disallow the sale or utilisation of
TDRs, and/or planning and land use regulations in Mumbai were to be significantly relaxed or
terminated, so as to permit additional building square footage to be constructed on existing lots,
the TDRs we hold may become less valuable or valueless, and we may not derive significant or
any revenue from their sale in the future, adversely affecting our financial condition and results
of operations.

Our title and development rights over land may be subject to various legal defects

Our title and development rights over land are subject to various title-related legal defects that
we may not be able to fully identify, resolve or assess. While we seek to retain local lawyers to
issue legal opinions confirming our title to lands in connection with our purchase of land from
third parties, our rights in respect of these lands may be compromised by improperly executed,
unregistered or insufficiently stamped conveyance instruments in the property's chain of title,
unregistered encumbrances in favour of third parties, rights of adverse possessors, ownership
claims of spouses or other family members of prior owners, or other title defects that we may
not be aware of. Such or other title defects may result in our loss of title or development rights
over land, and the cancellation of our development plans in respect of such land, negatively
impacting our business and financial condition. Our failure to obtain good title to a particular
plot of land may materially prejudice the success of a development for which that plot is a
critical part, and may cause us to write off substantial expenditures in respect of a project.
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Legal disputes arising in respect of land title can take several years and considerable expense to
resolve if they become the subject of court proceedings and their outcome can be uncertain.
Under Indian law, a title document generally is not effective, nor may be admitted as evidence
in court, unless it has been registered with the applicable land registry and applicable stamp
duty has been paid in respect of such title document. The failure of prior landowners to comply
with such requirements may result in our failing to have acquired valid title or development
rights.

We face various practical difficulties in verifying the title of a prospective seller or lessor of
property. Indian law, for example, recognises the ability of persons to effectuate a valid
mortgage on an unregistered basis by the physical delivery of original title documents to a
lender. Adverse possession under Indian law also gives rise upon 12 years occupation to valid
ownership rights as against all parties, including government entities that are landowners,
without the requirement of registration of ownership rights by the adverse possessor.
Furthermore, under Indian law, a married person retains property rights in land alienated by
their spouse if such married person has not consented to such alienation, effectively requiring
consent by each spouse to all land transfers in order for a transferee to receive good title. In
addition, Indian law recognises the concept of a Hindu undivided family, whereby all family
members jointly own land and must consent to its transfer, including minor children, absent
whose consent a land transfer may be challenged by such non-consenting family member. Our
title to land may be defective as a result of a failure on our part, or on the part of a prior
transferee, to obtain the consent of all such persons. As each transfer in a chain of title may be
subject to these and other various defects, our title and development rights over land may be
subject to various defects of which we are not aware. We may face claims of third parties to
ownership or use of the land after purchasing or obtaining development rights in respect of
land, and where disputes can not be resolved through accommodations with such claimants, we
may lose our interest in the land. Multiple property registries exist, and verification of title is
difficult.

In this regard, prospective investors should note that in connection with the Issue, the Domestic
Legal Counsel to the Issuer or the Underwriters have not provided any opinions or other
assurances in respect of land title.

We are not able to obtain title insurance guaranteeing title or land development rights

Title insurance is not commercially available in India to guarantee title or land development
rights in respect of land. The difficulty of obtaining title insurance in India means that title
records provide only for presumptive rather than guaranteed title, and that we face uninsured
risk of loss of lands we believe we own interests in or have development rights over.

Prior to undertaking each project, we conduct due diligence and assessment exercises in
relation to ownership of the property to be developed. Once we have identified a plot which
may be suitable for development, we, together with our local lawyers, conduct title searches
and due diligence investigations in respect of land we desire to develop, including a review of
land ownership records, and publish a notice in newspapers and an official publication
requesting any persons claiming ownership of the land to state their claims. We also seek to
retain local lawyers to issue legal opinions confirming our interests in lands in connection with
our purchase of land from third parties. In spite of such efforts, we can provide no assurance
that we have valid title or rights in respect of all of the land we believe we own or have
development rights over and are unable to insure against such risk.

The statements contained herein with regard to projects planned and under development
and the area and make-up of our developable land are based on management estimates,
and other statistical and financial data contained herein may be incomplete or unreliable
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The acreage and square footage data presented herein with regards to projects planned and
under development and the area and make-up of our developable land are based on
management estimates. The acreage and square footage that we may in the future develop with
regards to a particular project may differ from the amounts presented herein based on various
factors such as market conditions, title defects and any inability to obtain required regulatory
approvals. Moreover, various title defects may prevent us from having valid rights enforceable
against all third parties to lands over which we believe we hold interests or development rights,
rendering our management's estimates of the area and make-up of our developable land subject
to uncertainty.

We also have not independently verified data from government and industry publications and
other sources contained herein and therefore cannot assure you that they are complete or
reliable. Such data may also be produced on a different basis from comparable information
compiled with regards to other countries. Therefore, discussions of matters relating to India, its
economy or our industry herein are subject to the caveat that the statistical and other data upon
which such discussions are based have not been verified by us and may be incomplete or
unreliable.

The development rights in respect of certain of our projects are subject to certain
conditions and in the event any of these conditions are not satisfied, this land would not be
available for development by us

The total area of 1,654,000 square feet in respect of which we have made partial payment
includes the Manavs project, where we have development rights over an estimated 234,117
square feet of land and the H Mill project, where we have development rights over an estimated
213,763 square feet of land.

The Manavs land is subject to certain claims to the title of the seller to the whole or part of the
plot of land, encroachments, and a claim by another developer to development rights over the
same plot of land. In respect of the H Mill project, we will acquire the development rights only
after acquiring the company which owns the relevant plot. The acquisition of the company
itself is subject to the fulfillment of certain conditions, including the purchase of debentures
issued by such company and its associates, the passing of a resolution of the debenture holders
vacating their charge on the plot of land, the payment of statutory and other dues of the
company and its associates and the transfer of the shares of the existing shareholders of the
company to us.

In the event that we are unable to successfully, or in a timely manner, contest the claims of the
other claimants to the development rights in respect of the Manavs land, or any of the steps
mentioned above in respect of the H Mill land are not completed in a timely manner, or at all,
we will be unable to develop these plots of land.

Further, public interest litigation has been filed against our Company challenging actions of the
MCGM in sanctioning of plans and permitting construction of one of our projects, Akruti Elite
Plaza. It is alleged that the relevant plot falls within the zone covered by coastal area
regulations and that our Company has violated Regulation 52 of the Development Control
Regulations and applicable coastal regulatory zone (“CRZ”) notifications. In the event that the
litigation is decided against us, or if either an interim or a permanent stay order is issued against
us, we may not be able develop the project within the time estimated.

With effect from April 1, 2006 we have changed our revenue recognition policy in respect
of buildings intended for sale. As a consequence, our financial statements relating
to periods from and after April 1, 2006 will not be comparable to our financial statements
prior to that date.
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Until March 31, 2006 we followed the completed building project method of revenue
recognition. Income was recognized in respect of buildings intended for sale when construction
was completed and an occupation certificate for the building was issued by the relevant
governmental authority. From April 1, 2006, in response to the Guidance Note on Recognition
of Revenue by Real Estate Developers issued recently by The Council of The Institute of
Chartered Accountants of India, we have adopted the percentage of completion method of
revenue recognition. This method is applicable to properties intended for sale which are under
construction as of the reporting date, and depends on, among other things, the rate of progress
of construction of our projects. We have not given retrospective effect to this change in
accounting policy, because such retrospective effect would have required us to identify all
incomplete contracts that fulfilled the conditions specified in the guidance note on each of the
reporting dates and to determine the stage of completion for all such contracts on each such
reporting date. Since during those periods we followed the completed building project method
of revenue recognition, the records required for such an exercise are unavailable and an attempt
to recast the prior period financial statements would have been highly subjective and difficult to
substantiate. As a result, we have not restated any period prior to April 1, 2006 to reflect the
change in our revenue recognition policy. Therefore, our financial statements for the eight
month period ended November 30, 2006 are not, and our financial statements for future periods
will not be, comparable to the financial statements for the five years ended March 31, 2006
presented in this Red Herring Prospectus. For the eight month period ended November 30,
2006, for which we have presented in this Red Herring Prospectus financial statements based
on the percentage of completion method, we have also presented for the sake of
comparability financial information based on the completed building project method. See the
section titled "Management's Discussion and Analysis of Financial Condition and Results of
Operations" beginning on page 274 of this Red Herring Prospectus.

It is difficult to predict our future performance, or compare our historical performance
between periods, as our revenue fluctuates significantly from period to period

Under the percentage of completion method of revenue recognition, our revenue from sales
depends upon the volume of bookings we are able to obtain for our developments as well as the
rate of progress of construction of our projects. Our bookings depend on our ability to market
and pre-sell our projects and the willingness of our customers to pay for developments or enter
into sale agreements well in advance of receiving possession of the properties. Construction
progress depends on various factors, including the availability of labour and raw materials, the
prompt receipt of regulatory clearances and the absence of contingencies such as litigation and
adverse weather conditions. The occurrence of any such contingencies could cause our
revenues and profits to fluctuate significantly. We also derive some recurring revenues from
rental income in respect of our commercial real estate developments, and recognise revenues
from generating FSI in slum rehabilitation buildings. In certain periods we also derive revenue
from the sale by us or our joint ventures of TDRs. We complete differing numbers of projects
in each period, and cannot predict with certainty the rate of progress of construction or time of
the completion of our real estate developments due to lags in development timetables
occasionally caused by unforeseen circumstances. We also cannot predict when we may
acquire or sell TDRs, including in connection with the MOU described under the risk factor
titled “Our revenues could be adversely affected by changes in the TDR regime in Mumbai”.
Our results of operations may also fluctuate from period to period due to a combination of other
factors beyond our control, including the timing during each year of the sale or rental of
properties that we have developed, and any volatility in expenses such as land acquisition and
construction costs. Depending on our operating results in one or more periods, we may
experience cash flow problems and difficulties in servicing our outstanding indebtedness,
thereby resulting in our business, financial condition and results of operations being adversely
affected. Such fluctuations may also adversely affect our ability to fund future projects. As a
result of one or more of these factors, we may record significant turnover or profits during one
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accounting period and significantly lower turnover or profits during prior or subsequent
accounting periods. Therefore, we believe that period-to-period comparisons of our results of
operations are not necessarily meaningful and should not be relied upon as indicative of our
future performance.

We may experience difficulties in expanding our business into additional geographic
markets within India

We have already commenced the process of acquiring land and development rights in Mumbai
and Pune for future projects and have made partial payments for many of these lands. We also
are currently evaluating the acquisition of land or development rights in other cities where we
see significant growth potential, such as Jaipur, Delhi, Chennai, Ahmedabad, Hyderabad and
Baroda. We have limited experience in conducting business outside Mumbai, have not
previously completed any real estate development projects outside of the Mumbai area, and
may not be able to leverage our experience in Mumbai to expand into other cities.

The level of competition, culture, regulatory practices, business practices and customs, and
customer tastes, behavior and preferences in these cities where we plan to expand our
operations may differ from those in Mumbai, and our experience in Mumbai may not be
applicable to these cities. In addition, as we enter new markets and geographical areas, we are
likely to compete with local developers who have an established local presence, are more
familiar with local regulations, business practices and customs, and have stronger relationships
with local contractors and/or relevant government authorities, all of which may give them a
competitive advantage over us.

In expanding our business into additional geographic markets within India, our business will be
exposed to various additional challenges, including:

e seeking governmental approvals from government agencies with which we have no
previous working relationship;

e identifying and collaborating with local business partners, construction contractors and
suppliers with whom we may have no previous working relationship;

e identifying and obtaining development rights over suitable properties;

e successfully gauging market conditions in local real estate markets with which we have
no previous familiarity;

e attracting potential customers in a market in which we do not have significant
experience;

e Jlocal taxation in additional geographic areas of India; and

e adapting our marketing materials and operations to different regions of India in which
other languages are spoken.

We can provide no assurance that we will be successful in expanding our business to include
other markets in India. Any failure by us to successfully carry out our plan to geographically
diversify our business could have a material adverse effect on our revenues, earnings and
financial condition and would result in our company remaining dependent on the Mumbai real
estate market for our business, constraining our long term growth and prospects.

If we are unable to manage our growth strategy effectively, our business and financial
results may be adversely affected
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Our business strategy includes the development of commercial, residential and retail real estate
developments in Mumbai and in select new geographic markets across India; pursuant to this
strategy, we currently have various real estate projects under development, including our first
six retail developments. Our business strategy also includes our undertaking projects in
additional business lines of real estate development, such as Bio-IT Parks, new townships and
serviced apartments and hotels. As we grow and diversify, we may not be able to execute our
projects efficiently on such increased scale, which could result in delays, increased costs and
diminished quality, each adversely affecting our reputation. This future growth may strain our
managerial, operational, financial and other resources. If we are unable to manage our growth
strategy effectively, our business, financial condition and results of operations may be
adversely affected.

As the development of each real estate project presents unique challenges and risks to
implementation, we cannot provide you any assurance that by operating nationally, and by
undertaking more diverse projects, our future real estate developments will not encounter
delays or be successful. We similarly cannot assure you that we will be able, in carrying out
our growth strategy, to complete our current and future development projects successfully or on
time, acquire additional suitable land for development, or develop new projects on such land in
the future.

We undertake many of our projects in cooperation with joint venture partners, who may
not perform their obligations satisfactorily and whose interests may differ from ours

Our approach to the development of our real estate projects is project-specific. We undertake
certain projects independently, and others in cooperation with other real estate development
companies. For example, one of our subsidiaries is currently participating in a joint venture to
redevelop former mill lands in the Prabhadevi (Dadar) area of Mumbai, which is expected to
yield a saleable or leasable area of 739,191 square feet, while our joint venture with DLF
Limited (earlier known as DLF Universal Limited) for the construction of the DLF Akruti Info
Park in Pune is expected to yield a saleable or leasable area of 5,000,000 square feet. Where we
collaborate as joint venture partner with other real estate development companies to develop a
project, the success of our business collaboration depends significantly on the satisfactory
performance by our joint venture partners of their contractual and other obligations. As we do
not control our joint venture partners, and in some cases hold only a small minority stake in the
relevant project, we face the risk that they may not perform their obligations, without us being
able to intervene and procure adequate performance from them. If a joint venture partner fails
to perform its obligations satisfactorily, the joint venture may be unable to perform adequately
or successfully complete the intended project on the intended timetable, at the intended cost, or
at all. In such circumstance, we may be required to make additional investments in the joint
venture or become liable for its obligations, which could result in reduced profits or in some
cases, significant losses. For example, the inability of a joint venture partner to continue with a
project due to financial or legal difficulties could mean that we would bear increased, or
possibly sole, responsibility for the relevant projects.

Our joint ventures may face difficulties in their operations due to a variety of circumstances,
which could have a material adverse effect on our business, financial condition and results of
operations. For example, we and our joint venture partners may hold different views about
various aspects of a project, particularly in situations such as the H Mill project, where the joint
venture arrangements have not been memorialised in legally binding written agreements. If the
interests of our joint venture partners conflict with our interests, our business may be
adversely affected. Arrangements governing our joint ventures may permit us only partial
control over the operations of the joint ventures under certain circumstances. If we are a
minority participant in a joint venture, there may exist inherent potential conflicts of interests
with our majority joint venture partner, who may make significant decisions without our
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consent that affect our interests, such as delaying project execution timetables. Where we hold
a majority interest in a joint venture, it may be necessary for us to obtain consent from a joint
venture partner before we can cause the joint venture to make or implement a particular
business development decision or to distribute profits to us. These and other factors may cause
our joint venture partners to act in a way contrary to our interests, or otherwise be unwilling to
fulfil their obligations under our joint venture arrangements.

We utilise independent construction contractors, whom we do not control, to construct
our projects.

We contract with independent construction contractors for the construction of all of our
projects, and do not carry out any of our own construction work. As we do not control these
construction firms, we face the risk that they may not perform their obligations as agreed. If a
contractor fails to perform its obligations satisfactorily with regard to a project, we may be
unable to develop the project within the intended timetable, at the intended cost, or at all. In
such circumstance, we may be required to incur additional cost or time to develop the property
in a manner consistent with our development objectives, which could result in reduced profits
or in some cases, significant losses. We cannot assure you that the services rendered by any of
our independent construction contractors will always be satisfactory or match our
requirements for quality.

We may not be able to successfully acquire ownership of or development rights over
additional properties outside Mumbai suitable for development

To maintain or grow our business in the future we will be required to replenish our lands
available for development with suitable sites for our future real estate projects. Thus, we
constantly seek to identify and acquire ownership or development rights over land to support
and sustain our business. Our growth plans on a national level will require us to identify
developable land outside Mumbai in various other Indian markets. The states of Rajasthan and
Karnataka have recently commenced schemes (similar to Mumbai’s Slum Rehabilitation
Scheme model) in relation to areas, known as "economic weaker sections". As a result, in order
to maintain and grow our business nationally, we will be required to supplement the land over
which we hold development rights with additional suitable sites for development on a national
basis, largely acquired through purchase. If we are unable to replenish our stock of land over
which we hold development rights, this could have a material adverse effect on our business,
financial condition and results of operations.

We intend to use a portion of the net proceeds from this Issue to acquire ownership or
development rights over suitable sites for future development. However, we have not identified
all the lands that we may potentially acquire ownership or development rights over utilising a
portion of the net proceeds of this issuance and suitable sites for future development may not
always be available. Our ability to identify and acquire ownership or development rights over
suitable sites is dependent on a number of factors that may be beyond our control. These factors
include the availability of suitable land, the willingness of landowners to sell or grant
development rights over land on attractive terms, the availability and cost of any required
financing, encumbrances on the land, government directives on land use, and the obtaining of
permits and approvals for land development. We compete with other real estate development
firms in the acquisition and ownership of land or development rights over land for future
development. If we are unable to successfully identify and acquire suitable properties for
development outside Mumbai, we may be required to modify, delay or abandon elements of our
national business expansion, which in turn could cause our business to suffer.

It is our normal practice to evidence our preliminary agreements to acquire interest in land in
the form of an MOU. Since conveyance of the land does not occur upon signing of the MOU,
formal transfer of title to or interest in land by the seller (at which time stamp duty becomes
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payable) is completed after all requisite governmental consents and approvals have been
obtained. As a result, our activities pertaining to acquisition of interests in land are subject to
the risk that sellers may during such time identify and transact with alternative purchasers.

We may not be able to successfully develop and market developments in our proposed
new lines of business

Our business strategy includes our undertaking projects in new business lines of real estate
development which are new to us, such as the development of Bio-IT Parks, shopping malls,
new townships, serviced apartments and hotels. Our ability to successfully develop and market
developments in these new lines of business has not yet been proven. In developing such new
lines of business we face certain risks, including identifying and acquiring interests in
appropriately located land, appealing to the tastes of new customers, responding to changing
trends in the real estate market in India, and marketing our developed real estate concepts to our
customers in competition with more experienced developers. If we fail to successfully develop
and market projects in our proposed new lines of business, we may not be able to fully utilise
all of our land and development rights over such land.

The proceeds from our future property sales could be materially lower than the indicative
present valuations of our properties identified by our Valuers

We recently retained Knight Frank, CB Richard Ellis and Trammell Crow Meghraj,
international property consultants (our "Valuers"), to perform a property valuation in respect of
35 projects out of which 32 are projects under development/ planned projects and three are
completed commercial projects from which we derive lease/ rental revenues. .

For a summary of these property valuations please refer to the section titled “Our Business” on
page 62, as well as Annexures A, B and C of this Red Herring Prospectus. Our management
believes that it will take us approximately three to five years to complete our ongoing and
currently planned projects and develop the remaining land.

The valuation of these properties is subject to the limitations and assumptions described in the
Valuer's valuation letters reproduced as Annexures A, B and C. In particular, the valuations
assume a freehold interest in lands with clear, marketable title that is free of encumbrances.
Notwithstanding this assumption, the lands we are developing may be subject to encumbrances
or may not be owned by us as freehold lands. For example, 97% of the land we have
developed to date has been developed through our participation in slum rehabilitation projects.
Pursuant to the Slum Rehabilitation Scheme currently in effect, the relevant land-owning
governmental authority whose slum lands we have redeveloped grants a long-term lease to a
society or association of purchasers, for an initial term of 30 years, extendable for one further
lease term of 30 years. As a result, we do not own such lands. To the extent the assumptions
made by our Valuers are incorrect or counterfactual, or if any other risks or contingencies
described herein or not adequately foreseen in their assumptions actually occurs, the proceeds
that we realise from these properties could be materially lower than the valuation. If we are
unable to obtain good title to those lands, the valuation would have to be appropriately
reduced. Certain of our Valuers have provided other services to, and derived revenue from, our
company, in the ordinary course of business, which may affect the independence of such
valuation. For details of other services provided by the valuers to us in the ordinary course of
their business, please refer to the section titled “Our Business” on page 62 of this Red Herring
Prospectus.

In respect of certain of our projects, a number of steps still need to be taken in order to finalise
the relevant documentation and the right to develop remains subject to a number of conditions,
the satisfaction of which may be outside our control. In addition, some projects require us to
acquire TDRs which we do not yet own, in order to develop fully the relevant project to the
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extent assumed in the valuation reports. If we are unable to acquire such TDRs or we are
unable to acquire them at the expected price, then this may impact our ability to complete
certain projects due to us having insufficient FSI. As a result, we may have to purchase such
further TDRs as we require in the open market at a higher cost than would be the case if, for
example, we had generated such TDRs by rehabilitation of former slum lands.

Our business may be adversely affected by uninsured losses or losses exceeding our
insurance limits

We may suffer uninsured losses from time to time. If we suffer any losses, damages and
liabilities in the course of our operations and real estate development, we may not have
sufficient insurance or funds to cover any such losses, damages or liabilities or to replace any
real estate development that has been destroyed. In addition, any payment we make to cover
any uninsured losses, damages or liabilities could have a material adverse effect on our
business, financial condition and results of operations.

We face the risk of losses in our operations arising from a variety of sources, including, among
others, risks related to catastrophic events, terrorist risk, intentional vandalism, and theft of
construction supplies. We insure against certain of these risks up to fixed amounts. We
maintain contractor risk, fire and special risk insurance coverage with leading Indian insurers.
Our insurance includes coverage for fire, earthquake, flood, work in progress, raw materials,
accident and general insurance. We lost three days of building time in late July 2005 in the
aftermath of the heavy floods in Mumbai on July 26, 2005.

We maintain directors' and officers' liability insurance in respect of our directors and officers.
We require that our construction contractors take out and maintain in effect workmen's
compensation and general liability insurance and we do not maintain any insurance policies of
our own in this regard. We do not carry coverage for contractor's liability, timely project
completion, loss of rent or profit, construction defects or consequential damages for a tenant's
lost profits. Any damage suffered by us in excess of such limited coverage amounts, or in
respect of uninsured events, would not be covered by such insurance policies and we would
bear the impact of such losses. Furthermore, we cannot assure you that any claim under the
insurance policies maintained by us will be honoured fully or on time.

Accidents occurring at any of our project sites could potentially result in claims being brought
against us for damages, as a consequence of which we could suffer property damage, legal
liability for accident claims, negative publicity, and the diversion of management attention and
resources to defend against such claims. Such events, if material, could have an adverse effect
on our business.

Significant increases in prices of, or shortages of, key building materials could harm our
results of operations and financial condition

We tend to procure the basic building materials for our projects, such as steel, cement and
ready-mix concrete, directly from Indian suppliers. Our ability to develop and construct
developments profitably is dependent upon our ability to source adequate building supplies for
use by our construction contractors. During periods of shortages in building materials, such as
concrete and steel, we may not be able to complete projects according to our previously
established timelines, at our previously estimated project cost, or at all, which could harm our
results of operations and financial condition. In addition, during periods of significant increases
in the price of building materials, we may not be able to pass price increases through to our
customers, which could reduce or eliminate the profits we attain with regards to our
developments. Cement prices in particular are susceptible to rapid increases.
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As we primarily source our building materials from local suppliers, our supply chain may be
periodically interrupted by circumstances beyond our control, including work stoppages and
labour disputes affecting our suppliers, their distributors, or the transporters of our supplies.

We have not registered the tradename ''Akruti'', and we can provide no assurance that
our registered trademark and trade name ''Akruti Nirman Limited' will not be infringed
by third parties

We have registered our trademark and logo “Akruti Nirman Limited” with the trademarks
registry at Mumbai under Class 37 in respect of construction, builders, developers, etc. We
have also applied to register the tradename “Akruti”, which tradename we use in relation to
most of our projects, including our joint venture projects in which we do not have a controlling
interest. We have been advised that it may take upto three years to complete all the regulatory
formalities to register this trademark. If we fail to obtain the licence with respect to the
“Akruti” tradename we may need to change our corporate brand. Any such change could
require us to issue additional costs and may adversely impact our business.

We can provide no assurance that third parties will not infringe upon our trademark and/or
trade name, or that our joint venture partners will not misuse the tradename "Akruti", causing
damage to our business prospects, reputation and goodwill. We also can provide no assurance
that the unauthorised use by any third parties of the tradename "Akruti", which we have not
registered, will not similarly cause damage to our business prospects, reputation and goodwill.

We are dependent upon the experience and skills of our senior management team and
skilled employees

We believe that our senior management team has contributed significantly to the development
of our business. However, we cannot assure you that we will be able to retain any or all of the
key members of our management team. If one or more of our senior executives or other
personnel are unable or unwilling to continue in their present positions, we may not be able
to replace them easily or at all, and our business may be disrupted and our financial condition
and results of operations may be materially and adversely affected. The loss of such key
personnel, or our failure to attract additional skilled management personnel, may adversely
affect our business and results of operations.

We also believe that the success of our real estate development activities is dependent on our
ability to attract, train, motivate, and retain highly skilled employees. Our professionally
qualified staff members include engineers, design consultants, marketing specialists, treasury
officers, costing consultants, procurement officers and accountants. In the event we are unable
to maintain or recruit a sufficient number of skilled employees, our business and results of
operations may be adversely affected.

Competition for senior management and skilled employees is intense, the pool of qualified
candidates is very limited, and we may not be able to retain the services of our senior
executives or key personnel, or attract and retain high-quality senior executives or key
personnel in the future. In addition, if any member of our senior management team or any of
our other key personnel joins a competitor or forms a competing company, we may lose key
future development opportunities to our competitors, and our business prospects, financial
condition and results of operations will be adversely affected.

Certain of our subsidiaries have incurred losses in recent fiscal years

Of our twelve subsidiaries, eleven subsidiaries have incurred losses in recent periods, as set
forth in the table below:
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(Rs. in millions)
Eight
months
ended
Fiscal | Fiscal | November
Name of Company Fiscal 2004 2005 2006 30,2006
Adhivitiya Properties Limited (0.002) (0.002) (0.83) (1.06)
Agreem Properties Limited P P P (0.08)
Akulpita Construction Private Limited P (0.133) P (0.007)
Akruti Centre Point Infotech Private (0.002) P P P
Limited (Formerly known as Akkadian
Infotech & Comm. Private Limited)
Arnav Properties Private Limited (2.504) P | (0.021) (4.65)
E-Commerce Solutions (India) Private (0.019) (0.038) | (0.019) (0.10)
Limited
Sheshan Housing & Area Development - - | (0.022) 0.023
Engineers Private Limited
TDR Properties Private Limited P P P (1.29)
Vishal Nirman India Private Limited P (0.008) | (0.009) P
Vishal Tekniks (Civil) Private Limited (1.675) P P P
Brainpoint Infotech Private Limited P P P (0.13)

- Work in progress
P Profit
(xxx) Loss incurred

Our contingent liabilities could adversely affect our financial condition.
Our contingent liabilities as of November 30, 2006 not provided for (as disclosed in our
financial statements) include:

Rs. (in million)
Reassessment proceedings under the Income Tax Act, 1961, to be  Amount not
commenced in pursuance of search and seizure operations conducted during ascertainable at

the period. present
On account of Land Under Construction charges notice issued by BMC 29.84
Corporate Guarantees 26.42
Petition filed against Company, under Maharashtra Slum Area Act, 1961 in

Relation to a project 5.00

Public Interest Litigation was pending against the Company, under Development Control
Regulations / Coastal Regulation Zone, in relation to a Project. However the Company has
received a favourable order after the Balance Sheet date.

Total 61.26
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If any of these contingent liabilities materialise, our profitability could be adversely affected.

We may be involved in legal and administrative proceedings arising from our operations
from time to time to which we are, or may become, a party.

We may be involved from time to time in disputes with various parties involved in the
development and sale of our properties, such as slum dwellers, contractors, sub-contractors,
suppliers, constructors, joint venture partners, occupants and claimants of title over land, and
governmental authorities. These disputes may result in legal and/or administrative proceedings,
and may cause us to suffer litigation costs and project delays. We may, for example, have
disagreements over the application of law with regulatory bodies or third parties in the ordinary
course of our business, which may subject us to administrative proceedings and unfavourable
decisions, resulting in financial losses and the delay of commencement or completion of our
projects. For example, local courts from time to time have temporarily enjoined us from
carrying out slum rehabilitation projects pending determination of claims brought by persons
claiming to be eligible to receive permanent housing in connection with our slum rehabilitation
activities.

There is outstanding litigation against us and our directors

There is outstanding litigation against us and our directors. We and such persons are defendants
in legal proceedings incidental to our business and operations. Such legal proceedings pending
at different levels of adjudication before various courts and tribunals. Should any new
developments arise in respect of such litigation, such as a change in Indian law or rulings
against us by appellate courts or tribunals, we may face losses and may need to make
provisions in our financial statements in respect of such litigation, which could adversely
impact our business results. Further, if significant claims are determined against us and we are
required to pay all or a portion of the disputed amounts, it could have a material adverse effect
on our business and profitability. As of December 31, 2006, the pending litigation consists of:

Category Our Company Directors
Criminal None One proceeding against Mr. P.H. Ravikumar
proceedings under Section 138 of the Negotiable Instruments

Act, 1881, for default of an amount of Rs.
200,000 in his capacity as Managing Director of
an unrelated company.

Civil 10 proceedings involving ~ There are two eviction proceedings pending
proceedings  an aggregate amount of against Mr. Vyomesh M. Shah and Hemant M.
approximately Rs.25 Shah.
million
Tax None None
proceedings

Please refer to the section titled “Outstanding Litigation and Material Developments” on page
303 of this Red Herring Prospectus.

We cannot assure you that these legal proceedings will be decided in favour of us, our
subsidiaries or our joint ventures. Decisions in such proceedings adverse to our interests may
have a material adverse effect on us, our results of operations and business prospectus.

RISKS RELATING TO OUR PROMOTERS AND PROMOTER GROUP
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Following the Issue we will remain under the control of our Promoters so long as they
control a controlling share of our Equity Shares

As of December 31, 2006, our Promoters, Hemant M. Shah and Vyomesh M. Shah, and the
Promoter Group held 100% of the issued share capital of our company. Upon completion of the
Issue, our Promoters and Promoter Group together will continue to own 89.96%of our equity
share capital, which will allow them to control the outcome of matters submitted to the board,
our directors or shareholders for approval. After this Issue, our Promoters will continue to
exercise significant control or exert significant influence over our business and major policy
decisions, including but not limited to the following:

e controlling the election of directors;
e controlling the selection of senior management;

e approving significant corporate transactions, including acquisitions and disposals of
our assets or business, or change of control transactions;

e making overall strategic and investment decisions;
e approving our annual budgets;
e deciding on issuance of securities and adjustment to our capital structure;

e waiving pre-emptive rights of shareholders to subscribe to further issuances of shares
(which pre-emptive rights may be waived by a special resolution approved by holders
of three-fourths of the equity shares which are voted on the resolution);

e deciding upon director remuneration and reimbursement of director expenses;

e issuing Equity Shares of our Company to employees at a discount by means of the
issuance of sweat equity shares; and

e amending our memorandum and articles of association.

The interests of our controlling shareholders could conflict with your interests and the interests
of our other shareholders, and the controlling shareholders could make decisions that may
materially and adversely affect the value of your investment in the Equity Shares.

We enter into related party transactions with entities controlled by our Promoters.

We have entered into, and may in the future enter into, certain related party transactions with
companies controlled our Promoters including companies engaged in our same or related lines
of business. For details of our related party transactions see the section titled “Financial
Statements — Related Party Transactions” on page 233 of this Red Herring Prospectus. As of
November 30, 2006 the balance at the end of the eight month period of our related party
transactions were Rs. 119.77 million (receivables), Rs. 267.65 million (investments) and Rs.
0.21 million (payables). For example, we currently contract for construction services with a
company controlled by our Promoters, and intend to continue to do so in the future. We also
outsource additional employees from another company controlled by our Promoters, and intend
to continue to do so in the future. As our Promoters will retain control of our company after
this Issue, we can provide no assurance that our transactions with such related parties will in all
circumstances be made on an arms' length or commercial basis.

We have historically outsourced a significant portion of our employee by contracting with a
Promoter Group company in which we have a 5.41% equity interest, Citygold Management
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Services Pvt Limited (“Citygold”), on a non-exclusive basis for the provision of project
management and architectural services. Citygold provides such services to our Company as
well as to third parties. As compensation for providing services to us, Citygold receives
payments from us equivalent to its costs plus a 2-5% mark-up. Citygold is not a subsidiary of
our Company, and we do not consolidate our accounts with that company. Until November
2005, we did not directly employ any employees, and instead outsourced all of our employees
from Citygold. In that month, we began to hire employees directly for the first time in our
history by migrating staff from Citygold to our own payroll.

For more information regarding our related party transactions, see the disclosure on related
party transactions contained in our consolidated restated financial statements beginning on
page 196 of this Red Herring Prospectus.

Potential conflicts of interest may exist or arise with our Promoters

There can be no assurance that the interests of our Promoters will be aligned in all cases with
your interests or the interests of our Company. Certain decisions concerning our operations or
financial structure may present conflicts of interest among the interests of our Promoters,
certain other shareholders and our Company. Our Promoters will have the ability to exercise
significant influence over all matters requiring shareholders' approval and will also have
effective veto power with respect to any shareholder action or approval requiring a majority
vote. Such concentration of ownership may enable our Promoters, for example, to delay or
prevent a change in control with regards to our Company against your financial interest as a
shareholder. We can not assure you that these or other potential conflicts of interest will be
resolved in an impartial manner.

Conflicts of interest may arising out of common business objects shared by our Company
and certain of our Promoter Group entities

Our Promoters have interests in other companies and entities that may compete with us,
including other entities in our Promoter Group that conduct businesses and operations similar to
ours within the real estate development industry. As of November 30, 2006 four of our
Promoter Group entities, namely Akruti Guestline Private Limited, Ichha Constructions Private
Limited, Rushank Constructions Private Limited and Sanskriti Developers Private Limited have
similar main objects clauses as the Company in their respective memoranda of association.
There is no requirement or undertaking made by the Promoters or other entities in our Promoter
Group not to compete with our business. In addition, there is no requirement or undertaking for
our Promoters or such entities to conduct or direct any opportunities in the real estate industry
only to or through us. As a result, conflicts of interest may arise in allocating or addressing
business opportunities and strategies amongst our Company, our Promoters and other entities in
our Promoter Group in circumstances where our interests differ from theirs. As of November
30, 2006 two of our promoter group entities, namely Suraksha Realtors and Vishal Nirman
(India) Private Limited, are engaged in development of real estate. There can be no assurance
that our Promoters or other entities in our Promoter Group will not compete with our existing
business or any future business that we may undertake, nor that their interests will not conflict
with ours.

For more details regarding other entities in our Promoter Group, please refer to the section
titled “Our Promoters and Promoter Group” on page 141 of this Red Herring Prospectus.

Certain of our Promoter Group entities have incurred losses in recent fiscal years

In addition, certain of our Promoter Group entities have incurred losses in recent fiscal years, as
set forth in the table below:
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(Rs. in millions)

Name of Company Fiscal 2004 Fiscal 2005 Fiscal 2006
Akruti Knowledge and Research NA NA (0.010)
Limited

Akruti Guestline Private Limited NA NA (0.002)
Akruti Niharika Buildings Limited (0.180) P (0.380)
Dharni Properties Private Limited (0.851) (2.040) (0.919)
Ichha Constructions Private Limited (0.040) (0.200) P
Roopkala Pictures Private Limited (0.100) (0.004) (0.005)
Sanskriti Developers Private Limited P P (0.01)

NA  Not applicable : company not incorporated yet
- Work in progress

P Profit

(xxx) Loss incurred

There is outstanding litigation against entities in our Promoter Group

There is outstanding litigation against entities in our Promoter Group. Such persons are
defendants in legal proceedings incidental to their business and operations. Such legal
proceedings pending at different levels of adjudication before various courts and tribunals.
Should any new developments arise in respect of such litigation, such as a change in Indian law
or rulings against us by appellate courts or tribunals, entities in our Promoter Group may face
losses and may need to make provisions in our financial statements in respect of such litigation,
which could adversely impact their business results. Further, if significant claims are
determined against such entities and such entities are required to pay all or a portion of the
disputed amounts, it could have a material adverse effect on their business and profitability. As
at December 31, 2006, the pending litigation consists of:

Category Promoter Group
Criminal proceedings None
Civil proceedings 6 proceedings, owing to the non-monetary nature of the disputes,

the amount involved in the dispute cannot be quantified.
Tax proceedings None

Please refer to the section titled “Outstanding Litigation and Material Developments” on page
303 of this Red Herring Prospectus.

We cannot assure you that these legal proceedings will be decided in favour of our Promoters
or our Promoter Group. Decisions in such proceedings adverse to the interests of our Promoters
or Promoter Group may have a material adverse effect on such persons, and may have an
indirect material impact on us, our results of operations and business prospectus.
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Recently, we and our promoters were subjected to search and seizure operations under
the provisions of the Income Tax Act, 1961

On August 10, 2006, the Department of Income Tax carried out search and seizure operations
under Section 132 of the Income Tax Act, 1961 against us, our Promoters, our executive
directors, one of our employees and our Promoter Group companies, Citygold and Ichha
Constructions Private Limited. During these operations, certain documents and records were
seized by the Income Tax authorities. Pursuant to these operations, the Company has filed
declaration under section 132(4) of the Income Tax Act, 1961 through its letter dated
September 22, 2006 whereby certain claims previously made by the Company by way of
deductions under section 80IB(10) & 80IA(4)(iii) of the Income Tax Act, 1961 amounting to
Rs.189.2 millions were withdrawn. The aforesaid withdrawal of deductions is subject to
reassessment proceedings under Income Tax Act, 1961 which shall be carried out in a time
period prescribed by law.

Based on the findings of these search and seizure operations, the Department of Income Tax
may undertake proceedings which may result in demands for payment of additional taxes or
levy penalties, or take other action against us or our Promoters, executive directors and the
concerned employee. We are currently unable to estimate the financial or other impact of these
proceedings, and therefore are unable to provide any indication or assurance as to whether these
proceedings could have a material adverse effect on our business, financial condition, results of
operations or prospects.

RISKS RELATING TO OUR FINANCING ARRANGEMENTS

Real estate development requires substantial capital investment and we may not be able
to raise required capital in the future sufficient to finance our future real estate
developments

Real estate development projects are typically capital intensive and may require high levels of
debt financing. We can provide no assurance that we in the future will have access to sufficient
financial resources to implement our various projects planned and under development,
particularly in the event that the actual amount and timing of our future capital requirements
differs from our estimates. We may not be successful in obtaining additional required financing
in a timely manner, on favourable terms or at all.

We finance each of our real estate projects individually, primarily through short-term fixed-rate
bank borrowings from Indian banks which we repay upon the completion of each project. We
have incurred substantial indebtedness to finance our land acquisitions and development
construction. Our borrowings increased substantially in the eight month period ended
November 30, 2006, and as of that date we had outstanding Rs.4,751.98 million of secured and
unsecured loans. We intend to pursue a business strategy pursuant to which we will carry out
additional real estate projects during each period, and which will require us to obtain additional
financing to fund the capital expenditure relating to such projects. Our ability to borrow, and
the terms of our borrowings, will depend on our financial condition, prevailing economic and
real estate market conditions, our cash flows and our capacity to service debt in the then-
prevailing rising interest rate environment.

If the real estate market in Mumbai or in India generally experiences any drop or downturn in
real estate values, we cannot assure you that in the future we will be able to raise adequate
capital from Indian banks in a timely manner, on acceptable terms or at all to carry out our
business plans. If we do not have access to these funds, we may be required to delay or
abandon some or all of our planned developments or reduce capital expenditures and the scale
of our operations, which may benefit our competitors and adversely affect our business and
results of operations.

XXVIII



Changes in interest rates in India could adversely affect our business and the market for
our real estate developments

Our results of operations, and the purchasing power of our real estate customers, are
substantially affected by prevailing interest rates and the availability of credit in the Indian
economy. Interest rates in India have exhibited a rising trend over the last two fiscal years, with
the RBI reverse repo rate rising from 4.5% as of March 31, 2004 to 4.75% and 5.5% as of
March 31, 2005 and 2006, respectively. The RBI reverse repo rate as of December 31, 2006
was 6.0%.

We finance each of our real estate projects individually, primarily through borrowings from
Indian banks which we repay upon the completion of each project. Of our outstanding secured
and unsecured loans of Rs. 4,751.98 million as of November 30, 2006, Rs. 1,544.43 million
was floating indebtedness. Our ability to borrow funds for the development of our real estate
projects is affected in part by the prevailing interest rates available to us from leading Indian
banks. Changes in prevailing interest rates affect our interest expense in respect of our
borrowings, and our interest income in respect of our interest on short-term deposits with banks
and loans to associates. Significantly, the interest rate at which we may borrow funds, and the
availability of capital to us for development purposes, affects our results of operations by
limiting or facilitating the number of projects we may undertake and determining the return
which we must obtain from each project to meet our obligations under our borrowings.

Changes in interest rates also affect the ability and willingness of our prospective real estate
customers, particularly the customers for our residential properties, to obtain financing for their
purchases of our completed developments. The interest rate at which our real estate customers
may borrow funds for the purchase of our properties affects the affordability and purchasing
power of, and hence the market demand for, our residential real estate developments. Interest
rates on housing loans have increased by 1% to 1.75% in the current fiscal year. There can be
no assurance that variations in interest rates and interest rate policy by the RBI will not
adversely affect our financial condition and results of operations.

Our indebtedness could adversely affect our financial condition and results of operations

We have entered into agreements with certain banks and financial institutions for short term
and long term borrowings. Some of these agreements contain certain restrictive covenants, such
as restrictions on changes in our capital structure, absent consent of the relevant lender. There
can be no assurance that we will be able to comply with these financial or other covenants or
that we will be able to obtain any lender consents necessary to take the actions we believe are
necessary to operate and grow our business. For further details of our financial indebtedness,
please refer to the section titled “Financial Indebtedness” on page 299 of this Red Herring
Prospectus.

Our borrowings are subject to numerous restrictive covenants which materially limit the
operation of our business absent lender consent

Our financing agreements contain restrictive covenants which require prior lender consent in
order for us to, among other things:

e Invest loaned funds in share capital of other companies, including subsidiaries and
associates;

e Merge, restructure, amalgamate or otherwise permit majority control of our Company
to change hands;

e Give any financial guarantee;
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e Transfer, dispose or alienate any assets or properties, tangible or intangible

e Undertake any trading activity other than the sale of products arising from our own
manufacture.

e Make any significant changes in management.

e Allow our net working capital position to fall below the projected levels furnished by
us to our lenders.

e Implement a scheme of expansion or diversification or capital expenditure, except
normal replacements.

Many of these restrictive covenants substantially affect our ability to operate our business,
absent lender consent. Our financing agreements also contain customary terms relating to flex
and refusal of requests for further drawings under a loan. We can provide no assurance that we
can successfully operate our business consistent with these arrangements. Any breach under our
financing agreements could result in an acceleration of our repayments, force us to sell our
assets or trigger a cross-default under our other financing agreements.

Substantially all of our assets have been secured under our financing agreements

We maintain bank facilities and term loans with Indian banks and other financial institutions,
generally with maturities of three to five years, to provide us with general working capital and
operational flexibility in connection with our business. We also receive funds from Indian
banks and other financial institutions pursuant to project-specific loans which we use to fund
the costs of construction of our respective real estate development projects, as well as lease
rental loans, granted against the discounted future cashflows from rental payments from our
commercial tenants.

Several of our financing arrangements have each pledged substantially all of our assets in
respect of various borrowings. The assets of each of our construction projects are secured by
the terms of the corresponding financing agreement. Similarly, in respect of rental income in
regards to our commercial properties that we have securitised with Indian banks, we are
prohibited by applicable loan covenants from further encumbering such rental income. As of
November 30, 2006, 48% of our total assets was secured under our financing arrangements.

In the event of a default by us on our financing agreements, our pledged assets, which represent
substantially all of our assets, could be seized, leaving us with no assets with which to operate
our business, adversely affecting our business prospects. As a result of our having pledged
substantially all of our assets in respect of our various borrowings, we may have difficulty
obtaining further working capital through borrowings from these or other lenders given our lack
of substantial additional security capable of being pledged.

RISKS RELATING TO THE REAL ESTATE DEVELOPMENT INDUSTRY IN INDIA

The performance of our real estate development business may be adversely affected by
changes in government or regulatory policies of Indian national, state and local
governments

Our real estate development business is significantly affected by governmental policies and
approvals of various Indian national, state and local governmental bodies, including but not
limited to regulatory and tax policies including the following:

e In respect of tax policy, we receive certain favourable tax treatment in respect of our
developments, which tax treatment affects our results of operations. For example, we
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pay only minimum alternate tax ("MAT") in respect of income generated in respect
of our IT parks, rather than otherwise applicable income tax rates. Furthermore, upon
fulfilment of certain required conditions, we have received certain concessions in
respect of our IT parks on property taxes levied by the Municipal Corporation of
Mumbai, pursuant to which concessions we pay only 30% of otherwise applicable
property taxes in respect of our I.T. parks.

e At the national level, Indian tax policies substantially affect the affordability to
Indian residential property consumers of residential properties in India by allowing
for the deductibility of principal payments (subject to a limit) and mortgage interest
from personal income tax otherwise payable. Any reduction in or elimination of such
favourable tax treatment may reduce demand for or the affordability of residential
housing to Indian families, thereby reducing demand or the affordability of our
residential developments to Indian families;

e Also at the national level, Indian legislation provides for exemption from income tax
payable in respect of income derived from our residential projects approved before
March 31, 2007 (provided that the dwelling unit, if located in Mumbai or New Delhi,
measures less than 1,000 square feet, or if located in the remainder of India, measures
less than 1,500 square feet). We presently avail of such income tax exemptions, the
removal or lapse of which would increase our taxable income and the income tax
payable;

e At the local level, we are a private real estate development company with
participation in the Slum Rehabilitation Schemes under the regulatory supervision of
the Slum Rehabilitation Authority ("SRA") in the case of development of land
situated in Greater Mumbai and the Maharashtra Industrial Development Corporation
("MIDC") in case of development of land owned by MIDC. Both SRA and MIDC
have been established under the authority of the Government of Maharashtra
(“GOM”). We obtain land use rights over significant urban, developable land in the
Mumbai area as a result of our participation in the Slum Rehabilitation Scheme, and
any change in the rules or regulations relating to such schemes, or its abandonment,
could adversely affect our ability to obtain urban developable land in the Mumbai
area for our real estate projects;

e At the local level, we require environmental, land use and siting approvals for each of
our real estate projects from local authorities. Delays in or our failure to obtain such
approvals may delay or impede or our ability to develop specific real estate
development projects;

e In addition, at the local level in Mumbai, we are subject to municipal land use
regulations in effect in Mumbai which limit the maximum square footage of
completed building we may construct on lots to specified amounts, calculated as a
ratio to the land superfice of each lot, and are subject to legislation (commonly
known as a Land Ceiling Act) which limits the total area of freehold land which we
may own within Mumbai. These regulations limit our ability to build vertically on
each plot to specific limits, and limit the amount of land superfice we may retain
under our direct ownership.

These and other governmental policies affecting our business may change from time to time at
the local, state and national level in India. Any such changes may require us to modify the
manner in which we do business, or may result in our not being able to carry out specific
planned or future projects.

XXXI



If we are unable to obtain required approvals and licences in a timely manner, our
business and operations may be adversely affected

We require certain approvals, licenses, registrations and permissions for operating our business,
certain of which we have either applied for or are in the process of application. For more
details, please refer to the section titled “Government Approvals” beginning on page 317 of this
Red Herring Prospectus. If we fail to obtain these approvals or licenses, or renewals thereof, in
a timely manner, or at all, our business could be adversely affected.

In the Mumbai area, our business is substantially dependent upon approvals issued by the SRA
and the MIDC in respect of our slum rehabilitation projects, in order to be able to commence
and complete such projects, including approvals issued at various stages of such projects.

In expanding our business nationally, we will be required to obtain local regulatory approvals
in various localities with which we are presently unfamiliar, often conducted in a language
different from our own. In such localities, in addition to the localities in which we presently
operate, we must obtain project-specific approvals, permits and licences (including
environmental, land use and siting approvals) from relevant administrative authorities at
various stages of project development.

We may encounter delays in obtaining these requisite approvals, or may not be able to obtain
such approvals at all. If we experience material difficulties in obtaining or fail to obtain the
requisite governmental approvals, the schedule of development and sale or letting of our
projects could be substantially disrupted. There can be no assurance that we will not encounter
material difficulties in fulfilling any conditions precedent to the approvals described above or
any approvals we require in the future, or that we will be able to adapt to new laws, regulations
or policies that may come into effect from time to time with respect to the property industry in
general or the particular processes with respect to the granting of the approvals. There may
also be delays on the part of the administrative bodies in reviewing our applications and
granting approvals. If we fail to obtain, or experience material delays in obtaining, the
requisite governmental approvals, the schedule of development and sale of our developments
could be substantially disrupted which could have a material adverse effect on our business,
prospects, financial condition and results of operations. Significant delays in or our failure to
obtain such approvals may delay or impede or our ability to develop specific real estate
development projects.

We face significant risks before we realise any income from our real estate developments,
arising from the length of time each project requires for completion

Real estate developments typically require substantial capital outlay during the acquisition of
land or development rights and/or construction phases and it may take a year or more before
income or positive cash flows may be generated through sales of a completed real estate
development. Depending on the size of the development, the time span for completing a real
estate development is usually more than a year.

Consequently, changes in the business environment during the length of time a project requires
for completion may affect the revenue and cost of the development during the period from
project commencement to completion, directly impacting on the profitability of the project.
Factors that may affect the profitability of a project include the risk that the receipt of
government approvals may take more time than expected, the failure to complete construction
according to original specifications, schedule or budget, and lacklustre sales or leasing of
properties. The sales and the value of a real estate development project may be adversely
affected by a number of factors, including but not limited to the national, state and local
business climate and regulatory environment, local real estate market conditions, perceptions of
property buyers and tenants in terms of the convenience and attractiveness of the project and
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competition from other available or prospective properties developments. If any of the risks
described above materialises, our returns on investment may be delayed and/or lower than
originally expected by us, and our financial performance may be adversely affected.

In addition, in respect of the slum rehabilitation projects we complete, we are unable to obtain
occupancy certificates for the buildings we have constructed for our own sale or lease purposes
until we have completed and obtained occupancy certificates for the permanent housing for
former slum dwellers. While we are permitted to develop such housing simultaneously with our
development of buildings for sale or lease on cleared former slums, we face additional capital
expenditure when undertaking such developments simultaneously.

We face competition from other real estate development firms, which may adversely
affect our profitability

The real estate development industry in India, while fragmented, is highly competitive and we
face competition in Mumbai (where our business activities are presently focused) from other
large Indian real estate development and construction companies. We presently compete in the
Mumbai area with various regional companies, including Hiranandani Developers Limited, the
Raheja Group, Dhiraj Developers Ltd, Kalpataru Developers, the Marathon Group and the
Lokhandwala Group. Given our strategy of expanding our business activities nationally to
include real estate development in other regions throughout India, we may experience
competition in the future from potential competitors with significant operations elsewhere in
India, including the DLF Group, the Ansal Group, Parsvanath Developers and Unitech Limited.
Certain of these Indian real estate development firms are also our joint venture partners in
respect of specific projects, and may compete with us more directly in the future.

In addition, land acquisition in India has historically been subject to regulatory restrictions on
foreign investment. These restrictions are gradually being relaxed. In the future, increased
competition from foreign real estate development firms may result in increases in prices or
large plots of land suitable for development. If we are unable to compete effectively in the
acquisition of suitable land with other developers, including other Indian and foreign real estate
development firms with which we compete, our business and prospects will be adversely
affected.

The cyclicality of the Indian real estate market could cause us to experience uneven
property values and rental income over time

Historically, the Indian real estate market has been cyclical, a phenomenon that can affect the
optimal timing for both the acquisition of sites and the sale or rental of completed development
properties. We can provide you no assurance that cyclicality will not continue to affect the
Indian real estate market in the future. We may as a result experience uneven property values
and rental income over time.

Compliance with, and changes in, environmental, health and safety laws and regulations
may adversely affect our financial condition and results of operations

We are subject to environmental and health and safety regulations in the ordinary course of our
business, including governmental inspections, licences and approvals of our project plans and
projects during construction. Government bodies in India, at the national, state or local level,
may take steps towards the adoption of more stringent environmental and health and safety
regulations and we can not assure you that we will be at all times in full compliance with these
regulatory requirements. Due to the possibility of unanticipated regulatory developments, the
amount and timing of future expenditure to comply with these regulatory requirements may
vary substantially from those currently in effect. We can not assure you that our costs of
complying with current and future environmental, health and safety laws and regulations or any
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potential liabilities arising from any failure to comply therewith will not adversely affect our
business, financial condition and results of operations.

Governmental agencies in India may exercise rights of eminent domain in respect of our
lands

We, in common with other real estate development firms in India, are subject to the risk that
governmental agencies in India may exercise rights of eminent domain, or compulsory
purchase, in respect of our lands. The Land Acquisition Act, 1894 authorises the national, state
and local governments in India to exercise rights of eminent domain, which, if used in respect
of our land, could require us to relinquish our properties with minimal compensation. The
likelihood of such actions may increase in the event that these governments seek to acquire
substantial blocks of land for the development of large infrastructure projects, such as roads,
airports and railways. Any such action in respect of one or more of our major current or
planned developments could adversely affect our business.

RISKS RELATING TO THE INDIAN ECONOMY
Our business is substantially affected by prevailing economic conditions in India

We perform all of our real estate development activities in India, all of our projects are located
in India, and the predominant portion of our customers are Indian companies or Indian
nationals. As a result, we are highly dependent on prevailing economic conditions in India and
our results of operation are significantly affected by factors influencing the Indian economy.
Factors that may adversely affect the Indian economy, and hence our results of operations, may
include:

e any increase in Indian interest rates or inflation;

e any scarcity of credit or other financing in India, resulting in an adverse impact on
economic conditions in India and scarcity of financing of our real estate
developments and the purchase thereof by our customers;

e relative increases or decreases in activity in or profitability of the information
technology, call centre support, biotechnology and outsourcing industries in India
and other key sectors of the Indian economy;

e prevailing income conditions among Indian consumers and Indian corporations;

e volatility in, and actual or perceived trends in trading activity on, India's principal
stock exchanges;

e changes in India's present tax, trade, fiscal or monetary policies;

e political instability, terrorism or military conflict in India or in countries in the region
or globally, including in India's various neighbouring countries;

e conditions in other emerging market nations, which nations may compete for finite
global capital development or improvement resources with Indian companies;

e prevailing regional or global economic conditions, including in India's principal
export markets; and

e other significant regulatory or economic developments in or affecting India or its real
estate development sector.

XXXIV



As a result of our present lack of geographic diversification in our business activities, any
economic recession, inflation, increase in interest rates, decrease in real estate prices, decrease
in personal or corporate income, or other deterioration in India's economy could impact our
business and results of operations to a greater degree than would be the case were we to have
geographically dispersed operations. Any slowdown or perceived slowdown in the Indian
economy, or in specific sectors of the Indian economy, could adversely impact our business and
financial performance and the price of our Equity Shares.

Natural disasters in India could have a negative impact on the Indian economy and cause
our business to suffer

India has experienced significant natural disasters in recent years such as earthquakes, tsunami,
flooding and drought, for example the heavy floods in Mumbai on July 26, 2005. The extent,
location and severity of these natural disasters determines their impact on the Indian economy
and our business. Further natural disasters could reduce economic activity in India generally,
and adversely affect our business. Although constructed and maintained to withstand certain
natural events, our buildings constructed and in progress may not survive such catastrophic
events, or may experience substantial damage. This may deprive us of rental income with
regard to properties that we rent to third parties, as well as resulting in losses with regards to
our works in progress.

Any downgrading of India's sovereign debt rating may adversely affect our ability to raise
additional debt financing

Any adverse revisions by international rating agencies to the credit ratings of the Indian
national government's sovereign domestic and international debt may adversely affect our
ability to raise additional financing by resulting in a change in the interest rates and other
commercial terms at which we may obtain additional financing. This could have a material
adverse effect on our capital expenditure plans, business and financial performance. A
downgrading of the Indian national government's debt rating may occur, for example, upon a
change of government tax or fiscal policy outside our control.

A decline in India's foreign exchange reserves may affect liquidity and interest rates in
the Indian economy, which could adversely impact our business

According to a report released by the RBI, India's foreign exchange reserves totalled
approximately U.S.$175,519 million as of December 15, 2006. A decline in these reserves
could impact the valuation of the Indian rupee and could result in reduced liquidity and higher
interest rates, which could adversely affect the availability of financing to our company for our
future projects.

Terrorist attacks, civil unrest and other acts of violence or war involving India could
adversely affect the Indian financial markets, the availability of finance to our business
and the trading price of our securities

Terrorist attacks and other acts of violence or war in India or other countries in the region (such
as the recent terrorist attacks in Mumbai) may negatively affect the stock exchanges on which
our Equity Shares will trade. These acts may also result in a loss of business confidence and
ultimately adversely affect financing available to our business.

India has witnessed civil disturbances in recent years and it is possible that future civil unrest,
as well as other adverse social, economic and political events in or affecting India, could have a
negative impact on the value of our Equity Shares. Any incidents could adversely affect the
Indian financial markets, cause investor concern about stability in the region, create a greater
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perception that investment in Indian companies involves a high degree of risk, and adversely
affect the availability of finance to our business and the trading price of our securities.

RISKS RELATING TO OUR EQUITY SHARES AND THIS ISSUE

An active trading market for our Equity Shares may not develop and the value of our
Equity Shares may fall

There has been no prior public market for our Equity Shares and an active trading market for
the Equity Shares may not develop or be sustained after this Issue. The price at which our
Equity Shares trade may fall after this Issue as a result of many factors, including but not
limited to volatility in the Indian and global securities markets or economies, the results of our
operations, the performance of our competitors, developments in the Indian real estate sector,
changing perceptions in the market about investments in the Indian real estate sector, adverse
media reports regarding us or the Indian real estate sector, changes in the estimates of our
performance or recommendations by financial analysts, significant developments in India's
economic governmental policies, and changes in India's tax policies. As a result, we cannot
assure you that even after our Equity Shares have been approved for listing on the Bombay
Stock Exchange Limited and the National Stock Exchange of India Limited, an active trading
market for the Equity Shares will develop or be sustained after this Issue, or that the price
offered for our Equity Shares in connection with this Issue will correspond to the price at which
the Equity Shares will trade in the Indian public market subsequent to this Issue.

The market value and liquidity of your investment may fluctuate due to conditions in or
the volatility of the Indian securities market

The Indian securities markets are smaller than securities markets in more developed economies.
Indian stock exchanges have in the past experienced substantial fluctuations in the prices of
listed securities. Further, there has been significant volatility in the Indian stock exchanges in
2006, with the BSE index declining significantly in the middle of the year and then recovering
towards the end of the year. These exchanges have also experienced problems that have
affected the market price and liquidity of the securities of Indian companies, such as temporary
exchange closures, broker defaults, settlement delays and strikes by brokers. In addition, the
governing bodies of the Indian stock exchanges have from time to time restricted securities
from trading, limited price movements and restricted margin requirements. Further, disputes
have occurred on occasion between listed companies and Indian stock exchanges and Indian
regulatory bodies that, in some cases, have had a negative effect on market sentiment. If similar
problems occur in the future, the market price and liquidity of our Equity Shares could be
adversely affected.

You will not be able to sell immediately on an Indian stock exchange any of the Equity
Shares you purchase in this Issue

Our Equity Shares will be listed on the Bombay Stock Exchange Limited and the National
Stock Exchange of India Limited. Pursuant to Indian regulations, certain actions must be
completed before the Equity Shares can be listed and trading may commence. Investors’ book
entry, or “demat”, accounts with depository participants in India are expected to be credited
within two working days of the date of allotment of Equity Shares by our Board. Thereafter,
upon receipt of final approval of each respective stock exchange, trading in the Equity Shares is
expected to commence within seven working days of the date on which the basis of allotment is
approved. There can be no assurance that the Equity Shares allocated to investors will be
credited to such investors’ “demat” accounts, or that trading will commence, within the time
periods specified above. Further, we are required to make allotment and despatch / refund
orders within 15 days from the Bid/ Issue Closing Date. If the permission to deal in and for an
official quotation of the Equity Shares is not granted by any of the Stock Exchanges, we are
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required to repay, without interest, all moneys received from bidders in connection with this
Issue. If such moneys are not repaid within eight days after our Company becomes liable to
repay it (i.e., from the date of refusal or within 15 days from the date of Bid/Issue Closing Date,
whichever is earlier), then our Company will, on and from the expiry of eight days, be liable to
repay the moneys, with interest at the rate of 15% per annum on the application money, as
prescribed under Section 73 of the Companies Act.

Any future issuance of Equity Shares may dilute your shareholding, and any future sales
of our Equity Shares by our existing shareholders may adversely affect the trading price
of our Equity Shares

Any future equity issuances by us may lead to the dilution of your shareholding in our
Company. Any future equity issuances by us or sales of our Equity Shares by our Promoters or
other major shareholders from time to time may adversely affect the trading price of our Equity
Shares. In addition, any perception by investors that such issuances or sales might occur could
also affect the trading price of our Equity Shares.

We have made issuances of Equity Shares during the last twelve months at a price that
may be lower than the Issue Price

We have, in the last twelve months, made issuances of Equity Shares at a price that could be
lower than the Issue Price, the details of which are as follows:

Date of No. Issue Face | Consideration | Name of Reason | Cumulative
Allotment Equity Price | Value (In cash or Allottee for Share
Shares per per other than Allotment | Premium
Equity | Equity cash) (In Rs.)
Share | Share

(In (In

Rs.) Rs.)

Cumulative
Share
Capital
(In Rs.)

January 6, 1,000,000 10 10 | Cash Hemant M. | Pursuant Nil
2006 Shah to rights
Vyomesh issue
M. Shah
Rushank
V. Shah
Hemant M.
Shah HUF
Vyomesh
M. Shah
HUF
Khilen V.
Shah N/G.
Falguni V.
Shah
Falguni V.
Shah
Kunjal H.
Shah

Lata M.
Shah
Mabhipatray
V. Shah
Mahipatray
V. Shah
HUF
Kushal H.

30,000,000
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Shah N/G.
Kunjal H.
Shah

January
31, 2006

45,000,000

10

Bonus

Hemant M.
Shah
Vyomesh
M. Shah
Rushank
V. Shah
Hemant M.
Shah HUF
Vyomesh
M. Shah
HUF
Khilen V.
Shah N/G.
Falguni V.
Shah
Falguni V.
Shah
Kunjal H.
Shah

Lata M.
Shah
Mabhipatray
V. Shah
Mahipatray
V. Shah
HUF
Kushal H.
Shah N/G.
Kunjal H.
Shah

Pursuant
to issue of
Bonus
Shares in
the ratio
of 15:1

Nil

480,000,000

May 12,
2006

12,000,000

10

Bonus

Hemant M.
Shah
Vyomesh
M. Shah
Rushank
V. Shah
Hemant M.
Shah HUF
Vyomesh
M. Shah
HUF
Khilen V.
Shah N/G.
Falguni V.
Shah
Falguni V.
Shah
Kunjal H.
Shah

Lata M.
Shah
Mahipatray
V. Shah
Mahipatray
V. Shah

Pursuant
to issue of
Bonus
Shares in
the ratio
of 1:4

Nil

600,000,000
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HUF
Kushal H.
Shah N/G.
Kunjal H.
Shah

We have not entered into any definitive agreements to utilise a substantial portion of the
proceeds of this Issue

We intend to use the proceeds of this Issue for the purposes described in the section “Objects of
the Issue” beginning on page 36 of this Red Herring Prospectus. The objects of this Issue are to
finance acquisition of rights in lands or development rights over lands, development and
construction of projects under development and planned projects, repayment of bank loans, and
for general corporate purposes. We have not entered into any definitive agreements to utilise
the proceeds of this Issue. Therefore, some of the figures included under “Objects of the Issue”
are based on internal estimates.

Pending utilisation of the proceeds of this Issue for the purposes described in this Red Herring
Prospectus, we intend to invest the proceeds of the Issue in high quality interest bearing liquid
instruments including money market mutual funds and deposits with banks, for the necessary
duration, or for reducing overdrafts. Such investments would be made in accordance with
investment policies or investment limits approved by our Board of Directors from time to time.

Notes to Risk Factors:

e Public Issue of 6,700,000 Equity Shares of Rs. 10 each for cash at a price of Rs. [®] per
Equity Share aggregating Rs. [®] million. The Issue would constitute 10.04 % of the
post issue paid-up capital of the Company.

e In terms of Rule 19(2)(b) of the Securities Contract Regulation Rules, 1957, the Issue
would be made through the 100% book building process where at least 60% of the
Issue would be Allotted on a proportionate basis to QIBs. 5% of the QIB Portion would
be available for allocation to Mutual Funds only and the remaining QIB Portion would
be available for allocation to the QIB Bidders including Mutual Funds, subject to valid
bids being received at or above the Issue Price. Further, up to 10% of the Issue would
be available for allocation on a proportionate basis to Non-Institutional Bidders and up
to 30% of the Issue would be available for allocation on a proportionate basis to Retail
Individual Bidders, subject to valid Bids being received at or above the Issue Price.

e The net worth of the Company was Rs. 1,072.81 million as of March 31, 2006 and Rs.
1,195.95 million as of November 30, 2006 as per our restated consolidated financial
statements included in this Red Herring Prospectus.

e The net asset value per Equity Share of Rs. 10 each was Rs. 24.02 as of March 31,
2006 and Rs. 19.93 as of November 30, 2006, as per our restated consolidated financial
statements included in this Red Herring Prospectus.

e The average cost of acquisition of our Equity Shares by our Promoters is Rs. 0.47 per
Equity Share (taking into account bonus shares issued).

e For details of our related party transactions, please see the disclosure on related party

transactions contained in our consolidated restated financial statements beginning on
page 196 of this Red Herring Prospectus.

XXXIX




Our Promoters, Directors and Key Managerial Personnel are interested in our Company
by virtue of their shareholding, if any, in our Company Scheme. See ‘“Capital
Structure” and “Our Management” on page 26 and page 96, respectively.

Trading in Equity Shares of our Company for all investors shall be in dematerialised
form only.

Any clarification or information relating to the Issue shall be made available by the
BRLMs and our Company to the investors at large and no selective or additional
information would be available for a section of investors in any manner whatsoever.
Investors may contact the BRLMs and the Syndicate Member for any complaints
pertaining to the Issue.

Investors may note that in case of over-subscription in the Issue, allotment to Qualified
Institutional Bidders, Non-Institutional Bidders and Retail Individual Bidders shall be
on a proportionate basis. For more information, please refer to the section titled “Issue
Structure” on page 354.

Investors are advised to refer to the section titled “Basis for Issue Price” on page 42.

Our Company was incorporated as Akruti Nirman Private Limited under the
Companies Act, 1956 on February 16, 1989. On April 11, 2002, the Company was
converted into a public limited company and the name was changed to Akruti Nirman
Limited. At the time of incorporation, the registered office address of our Company
was at unit No. 6, 2nd floor, Tardeo Airconditioned Market Building, Tardeo, Mumbai
— 400034. With effect from December 26, 1994 it was changed to Maratha Mandir
Annex, 1st Floor, Maratha Mandir Road, Opposite Bombay Central Station, Mumbai —
400008. Thereafter, with effect from April 1, 1996, it was changed to 2nd & 4th Floor,
Mukhadhyapak Bhavan, Plot no. 6B, Road no. 21, Sion (W), Mumbai — 400022. With
effect from August 1, 2003, the registered office of the Company was changed to the
Akruti Trade Centre, Road No. 7, Marol MIDC, Andheri (East), Mumbai — 400093,
Maharashtra, which is the present registered office of the Company.
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SUMMARY OF OUR BUSINESS, STRENGTHS AND STRATEGIES
OVERVIEW

We are a real estate development company in Mumbai, India. At present, our primary business
is the development of commercial and residential properties. Our operations include the
identification and acquisition of land and land development rights, and the planning, execution
and marketing of our projects. In our commercial business line, we build, lease and sell
commercial office space, including office towers and information technology parks, with a
focus on properties attractive to the information technology, information technology enabled
services ("ITES") and business processing outsourcing ("BPO") industries and large
multinational companies. In our residential business line, we develop multi-unit residential
apartment buildings with residences ranging from one bedroom flats to higher end, five
bedroom residences. In our new retail business line, we are currently developing our first six
shopping malls which contain space for retail units, food courts, banquet halls and restaurants
and in which we intend to lease space to retailers upon their completion.

A key focus area of our business has been real estate development on slum rehabilitation land,
pursuant to the slum rehabilitation scheme initiated by the Government of Maharashtra
(“GOM”) in 1992, whereby in return for constructing new residential buildings for former
slum dwellers, the GOM grants us either the right to develop a proportion of former slum land
for our own purposes, or transferable development rights (“TDRs”), which permit us to
develop land in certain parts of Mumbai that are outside the relevant slum area. Since we
undertook our first real estate development project in 1989, we have developed nearly 5.0
million square feet of building area, of which approximately 4.8 million square feet, or 97%,
has been developed on land made available for development through our participation in slum
rehabilitation projects. We have constructed new dwellings on, and handed over free of charge,
3.6 million square feet of residential space on these lands to provide housing for former slum
dwellers. We have used the remaining land to develop 1.4 million square feet of saleable or
leasable building area in commercial and residential developments. Our participation in slum
rehabilitation projects in Mumbai has allowed us to obtain strategically located land for our real
estate development projects at a lower cost than we would otherwise incur for the purchase of
comparable, developable urban land in Mumbai.

Of the nearly 5.0 million square feet of building area that we have developed since
incorporation, the Company and its subsidiaries have developed approximately 2.8 million
square feet, or 56%, of such land, and approximately 2.2 million square feet, or 44%, have been
developed either in partnership with other companies in the real estate sector, as part of joint
venture arrangements, or as part of a consortium.

Historically, we have focused our business on real estate development in Mumbai. However, as
part of our growth strategy, we have commenced plans to expand into Pune and Bangalore, and
intend to expand our business into other cities, particularly where we see future potential for
slum rehabilitation. We also intend to further diversify our business lines by selectively
exploring new concepts for large scale development projects, such as Bio-IT Parks, new
townships and serviced apartments and hotels.

In respect of our projects under development, as of November 30, 2006 we had development
rights over 11,763,000 square feet of land area, primarily located in Mumbai. Of this area,
8,026,000 square feet represent slum rehabilitation land owned by the applicable slum
rehabilitation authorities and 3,737,000 square feet was acquired or leased by us from third
parties. Our management believes that we will be able to develop approximately 13,256,000
square feet of saleable or lettable building area on these lands, in addition to generating 293,000
square feet of TDRs.



In respect of our future projects, as of November 30, 2006, we had also initiated steps to
acquire development rights over a further 1,654,000 square feet of land area, primarily located
in Mumbai, in respect of which our management believes, based on applicable zoning
regulations, that we will be able to develop approximately 3,122,000 square feet of saleable or
lettable building area, in addition to generating 451,000 square feet of TDRs. In addition, we
have entered into an agreement with a third party to acquire TDRs representing approximately
2,613,000 square feet of area, if such TDRs are allocated to the third party by the GOM, which
we intend to sell in the market.

We recently retained Knight Frank, CB Richard Ellis and Trammell Crow Meghraj,
international property consultants (our "Valuers"), to perform a property valuation in respect of
our projects under development and projects in respect of which we have taken steps to acquire
development rights. The Valuers have reported as follows:

e Knight Frank has valued sixteen of our projects, and has opined that as of September 15,
2006, the net present value of such projects is Rs.25,190 million, of which the Company’s
share is Rs.12,611 million;

e (B Richard Ellis has valued three of our projects, and has opined that as of September 15,
2006, the open market value of such projects is Rs.2,852 million, of which the Company’s
share is Rs.2,852 million;

e Trammell Crow Meghraj has valued sixteen of our projects, and has opined that as of
September 15, 2006, the fair market value of such projects is Rs.57,911 million, of which
the Company’s share is Rs.24,816 million (including Rs.1,772 million representing the
value of the TDRs proposed to be acquired from a third party if allocated by the GOM, as
referenced above).

Our management believes that it will take us approximately three to five years to complete our
ongoing and currently planned projects and develop the remaining land.

In the three years ended March 31, 2004, 2005 and 2006, our total income was Rs.525.95
million, Rs.686.90 million and Rs.2,052.82 million, respectively, and our profit after tax and
exceptional items was Rs.81.83 million, Rs.131.90 million and Rs.633.09 million, respectively.

COMPETITIVE STRENGTHS
We believe that the following are our primary competitive strengths:
Active in a diverse range of real estate development business segments

We undertake a diverse range of real estate opportunities, including commercial, residential and
retail projects. Our projects completed or under development include high-rise residential
towers, commercial office towers, IT parks and shopping malls. We aim to identify and
capitalise on new business opportunities in the Indian real estate industry and in the future our
management intends to further diversify our business activities to include the development of
Bio-IT Parks, townships, hotels and serviced apartments. By undertaking a broad range of
development opportunities, we seek to limit our exposure to risk in specific product segments
within the real estate development industry and, where market demand requires, we try, if
applicable regulations permit, to switch the intended use of land we have acquired for
development amongst our principal business lines. We believe that the diversity of our product
mix also limits the extent to which demand for our developments is dependent upon any
particular customer, industry or industry segment.

Quality projects and construction



Since our incorporation in 1989, we have been responsible for the successful completion of 21
real estate projects in India comprising nearly 5.0 million square feet. Our position in Mumbai
as a property developer is largely due to our established execution capabilities, including our
reputation for successfully completing new commercial and residential projects utilising lands
obtained through slum rehabilitation. We retain architectural, structural and various other
consulting firms with established track records in a number of our projects. We have used, and
continue to use, quality construction materials and modern technology in our commercial,
residential and retail developments completed or under development. Our commercial
customers include various Indian and multinational corporations. Several of our commercial
tenants, including Tata Consultancy Services, 3i Infotech Limited and BNP Paribas, have
rented commercial units from us in more than one of our commercial developments. We are
ISO-certified and we have been awarded a rating of "DA2" by CRISIL.

We are involved in slum rehabilitation in Mumbai and are able to obtain prime building
locations in Mumbai through slum rehabilitation

To date all of our developments have been completed in Mumbai, a city with a shortage of
developable open land. Many prime real estate locations in Mumbai are presently occupied by
slums. The construction of permanent housing for slum dwellers allows the remaining land area
in slum areas to be cleared for other real estate development. Our redevelopment of slum lands
provides us the right to also develop our own real estate developments for sale or lease to third
parties on lands freed by our slum rehabilitation efforts. In this manner, we obtain developable,
urban land for our projects in Mumbai primarily through the rehabilitation of slum lands. Of the
nearly 5.0 million square feet of building area we have developed to date in India,
approximately 4.8 million square feet, or 97%, has been developed on land made available for
development through our participation in slum rehabilitation projects.

To date, we have developed 157 apartment buildings and over 9,400 apartments for former
slum dwellers in exchange for developable urban land and land development rights in Mumbai
from the applicable slum rehabilitation authority. As compensation for the construction of this
housing, we have received from the applicable slum rehabilitation authority developable, urban
land in the cleared former slums, or transferable development rights ("TDRs") for the
construction of buildings elsewhere in Mumbai, which we may use in our other projects or
which we may sell to other developers. As the applicable slum rehabilitation authorities do not
charge developers for the land on which slum rehabilitation projects are undertaken and as the
principal cost for redeveloping slum land is the construction cost of the rehabilitation buildings
for slum dwellers, we are able to develop such land at comparatively low cost.

Access to land and development rights in Mumbai

As of November 30, 2006 we had development rights over 11,763,000 square feet of land area,
primarily located in Mumbai. Of this area, 8,026,000 square feet represent slum rehabilitation
land owned by the applicable slum rehabilitation authorities and 3,737,000 square feet were
acquired or leased by us from third parties. Our management believes that we will be able to
develop approximately 13,256,000 square feet of saleable or lettable building area on these
lands.

Experienced and dedicated management team

We have an experienced, well qualified and dedicated management team, many of whom have
more than 20 years of experience in their respective fields. Because of our established
reputation for project execution, we have been able to attract high calibre management and
employees. Our professionally qualified staff includes engineers, design consultants, marketing
specialists, treasury officers, costing consultants, procurement officers and accountants. We
provide our staff with extensive training that encourages professional excellence. We believe



that the experience of our management team and our management's understanding of the real
estate development industry will enable us to continue to take advantage of both current and
future market opportunities. For details regarding the experience of our directors / promoter and
our Key Managerial Personnel, please refer to the section titled “Our Management” on page 96
of this Red Herring Prospectus.

Innovative projects and developments

We utilise the experience and skills of our professional management, design, engineering and
project execution teams to plan and carry out innovative developments which maximise the use
of available land. For example, in November 2000 we completed the development of Akruti
Softech Park, a private software technology park in Mumbai. We are also currently in the
process of developing a 20-storey fully mechanised car park with capacity for 240 cars to be
developed in Mumbai on a small plot of land measuring only approximately 18m x 18m, using
fully automated technology imported from Europe. We have considerable experience in
undertaking and using design, planning and construction techniques to successfully execute
challenging projects and we incorporate attractive modern design features into our
developments.

Established reputation for practically and efficiently regenerating slum lands

Our successful redevelopment of various slums within Mumbai and our commitment to
regenerating the locations in which we carry out our slum rehabilitation projects has afforded
us credibility with government agencies and affected slum dwellers, which we believe will
facilitate our obtaining approvals and consents required for future slum rehabilitation projects
that we undertake. Our management believes that the experience we have gained in carrying
out slum rehabilitation projects in Mumbai positions us well to carry out further slum
rehabilitation in Mumbai and in other Indian cities and states, as such new schemes are
announced.

BUSINESS STRATEGY
The key elements of our business strategy are as follows:
Expand our slum rehabilitation business in Mumbai and other parts of India

We intend to continue growing our business in the city of Mumbai where we believe that there
are substantial prospects for further slum development. We are currently developing sites
situated on former slum land in Mumbai with a total land area of 8,026,000 square feet for
residential, commercial and retail projects.

We also believe that there is significant expansion potential for our business model in other
areas in India because various governmental authorities in the country are beginning to
replicate Mumbai’s Slum Rehabilitation Scheme model. For example, the states of Rajasthan
and Karnataka have recently commenced similar schemes in relation to areas, known as
"economic weaker sections". If such schemes come to fruition, we will evaluate the possibility
of leveraging our slum rehabilitation expertise to expand our business into these locations and
into other cities in India where there is significant slum redevelopment potential.

Diversify our portfolio of projects

We intend to expand the portfolio of projects we undertake, thereby further diversifying our
revenue streams and enhancing the value and position of our brand. In particular, we are
evaluating new business lines comprising the development of new townships, hotels and
serviced apartments. We also intend to further develop business lines in which we have recently



commenced activity, such as the development of shopping malls, and we have tendered for the
development of further IT parks, while continuing our existing real estate business lines. As
part of this strategy, our first six shopping malls are currently under development.

Increase our land available for development in strategic locations

We recognise that continuing to build our land reserves is critical to our growth strategy, and
we intend to continue acquiring strategically located parcels of land in select cities in India for
our projects. Our management estimates that collectively our projects under development will
involve the development of residential, commercial and retail developed area over the next
three to five years of approximately 3,425,000 square feet, 8,207,000 square feet and 1,723,000
square feet, respectively, totalling approximately 13,355,000 square feet. These represent
projects for which construction has commenced, in respect of which we have executed
memoranda of understanding (that is, projects developed on land that is not slum land or former
slum land) or where letters of intent have been granted to us with regard to such projects (that
is, projects developed as part of our participation in the Slum Rehabilitation Scheme).

As of November 30, 2006, we had also initiated steps to acquire development rights over a
further 1,654,000 square feet of land area, primarily located in Mumbai, in respect of which our
management believes, based on applicable zoning regulations, that we will be able to develop
approximately 3,122,000 square feet of saleable or lettable building area. We also are currently
evaluating the acquisition of land or development rights in other cities where we see significant
growth potential, such as Jaipur, Delhi, Chennai, Ahmedabad and Hyderabad. By increasing the
amount of land over which we hold development rights, we aim to enable our business to
expand nationally and into additional real estate development business lines.

Partner selectively with experienced local and international participants in the real estate
industry

We are experienced in carrying out projects in partnership with third parties in the Indian
construction and real estate development industries, including significant Indian real estate
development groups such as the DLF Group, the Hiranandani Group, the Marathon Group, the
Nilkanth Group and the Shapoorji Pallonji Group. We recognise that collaborating strategically
with other firms can reduce our capital investment and leverage our development capabilities,
allow us to benefit from an enhanced pool of construction and marketing expertise and
experience, and facilitate our expansion into additional geographic areas and business lines. In
addition, by partnering with local firms in other Indian regions, we can benefit from our local
partners' experience, regional language abilities, business contacts and relationships with local
government agencies, suppliers and sub-contractors. We intend to identify and build
relationships with local business partners in the various Indian cities and states, including Pune
and Bangalore, and other areas where we see significant growth potential.

Sell or lease properties in response to market conditions

We sell or lease properties to third parties in response to market conditions, which conditions at
times may favour the sale of properties to our customers, and at times may favour a rental
model. Within our commercial developments, we have sold certain space to our customers,
while retaining ownership of and renting to customers other space. We currently sell all of our
residential properties, and intend to lease space in our retail developments to our customers
once these are completed.

We may seek to retain ownership of our future commercial properties, and lease them to our
customers, in order to capture for ourselves any appreciation in the market value of such
properties. To this end, we have securitised our future rental income in respect of most of our
commercial properties with various Indian banks. Pursuant to these securitisations, we receive a



lump-sum payment from the bank once the commercial property has been completed and
rented, and the bank receives directly from our tenants the rent paid in respect of such
properties, usually for a term of eleven years. Upon the completion of this eleven year term, we
are restored the right to receive rental amounts paid in respect of our property. We have
adopted this securitisation strategy with respect to our rental properties in order to be able to
receive these funds up-front upon the completion and rental of each project, while still
capturing upon the conclusion of the securitisation term any appreciation in value which may
have occurred during such period with regard to such properties.



SUMMARY FINANCIAL INFORMATION

The following tables set forth summary financial information derived from our restated
unconsolidated and consolidated financial statements as of and for the years ended March 31,
2006, 2005, 2004, 2003 and 2002 and the eight month period ended November 30, 2006. These
financial statements have been prepared in accordance with Indian GAAP, the Companies Act
and the SEBI Guidelines and are presented in the section titled “Financial Statements”
beginning on page 165 of this Red Herring Prospectus. The summary financial information
presented below should be read in conjunction with our restated unconsolidated and
consolidated financial statements, the notes thereto and the section titled “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” on page 274 of this
Red Herring Prospectus and in particular, the statements therein regarding the change in our
revenue recognition policy with effect from April 1, 2006 and the cautionary statements
regarding the comparability of our financial information for the eight month period ended
November 30, 2006 to prior periods. Indian GAAP differs in certain significant respects from
US GAAP. For more information on these differences, see the section titled “Summary of
Significant Differences Between Indian GAAP and US GAAP” on page 266 of this Red
Herring Prospectus.

SUMMARY STATEMENT OF UNCONSOLIDATED ASSETS AND LIABILITIES, AS RESTATED

(Rs. In Million)
As at As at 31 March
. 30™
Particulars November
2006 ’ 2006 2005 2004 2003 2002
A | Fixed Assets:
Gross Block 994.25 1019.04 868.82 749.95 137.94 148.44
Less: Depreciation 157.16 160.56 116.92 46.68 17.87 10.64
Net Block 837.09 858.48 751.90 703.27 120.07 137.80
B | Capital Work in Progress 27.03 - - - - -
C | Investments 186.46 197.78 74.92 68.34 19.11 23.71
D | Current Assets, Loans and
Advances
Inventories 1485.56 973.43 | 1218.15 927.35 | 1128.43 829.00
Less: Revaluation Reserve - - - 2.57 2.57 7.02
1485.56 97343 | 1218.15 924.78 | 1125.86 821.98
Sundry Debtors 58.40 24.72 40.24 24.80 34.73 26.30
Cash and Bank Balances 706.54 51.55 199.51 63.29 9.92 1.62
Loans and Advances 956.50 382.80 249.12 252.83 166.82 155.43
Other Current Assets - - - - 0.10 0.06
3207.00 1432.50 | 1707.02 | 1265.70 | 1337.43 | 1005.39
E | Liabilities and Provisions
Secured Loans 2544.43 841.15 | 1351.64 | 1172.24 710.70 629.05
Unsecured Loans 17.50 3.81 107.27 90.40 51.28 43.21
Current Liabilities and 521.98 569.92 556.18 351.12 353.07 237.25
Provisions
3083.91 1414.88 | 2015.09 | 1613.76 | 1115.05 909.51
F | Deferred Tax Liability 245 6.35 9.14 0.45 0.29 -
G | Net Worth (A+B+C+D-E-F) 1171.22 1067.53 509.61 423.10 361.27 257.39
H | Represented by
1. Share Capital 600.00 480.00 20.00 20.00 20.00 5.00
2. Reserves 602.88 587.53 489.61 405.67 343.84 259.41
Less : Revaluation Reserve - - - 2.57 2.57 7.02




602.88 587.53 489.61 403.10 341.27 252.39
1202.88 1067.53 509.61 423.10 361.27 257.39
3. Less : Miscellaneous 31.66 - - - - -
Expenditure
Net Worth (H1 +H2-H3) 1171.22 1067.53 509.61 423.10 361.27 257.39




SUMMARY UNCONSOLIDATED STATEMENT OF PROFITS AND LOSSES, AS RESTATED

(Rs. in Million)

For the period For the year ended 31° March

1st April, 2006
Particulars to  30th

November, 2006 2005 2004 2003 2002
2006

Income
Sales and Income from operations 614.33 | 1994.04 | 650.93 391.36 | 516.83 397.47
Other Income 24.81 20.97 6.85 23.11 28.40 11.09
Total Income 639.14 | 2015.01 | 657.78 414.47 | 545.23 408.56
Expenditure
Purchase of Transferable
Development 33.60
(TDR) for trade
Less: Inventory of TDR purchased ) . . ) )
for trade (33.60)
Cost of Construction 164.52 | 1189.68 | 309.98 177.13 | 34231 198.80
Employment Cost 36.16 12.91 4.50 4.50 0.30 0.30
Administrative, Selling and General 117.30 36.51 24.06 46.72 16.80 13.91
Expenses
Interest and Finance Charges 129.85 67.02 99.20 65.77 40.02 32.62
Depreciation 41.06 47.75 | 7041 28.90 7.34 8.36
Total Expenditure 488.89 | 1353.87 | 508.15 323.02 | 406.77 253.99
Net Profit before tax 150.25 661.14 | 149.63 91.45 | 138.46 154.57
Current Tax 17.00 32.72 11.75 6.91 11.74 12.03
Deferred Tax Charge / (Credit) (3.90) 2.79) 8.69 0.17 0.13 -
Fringe Benefit Tax 1.80 0.53 - - - -
Net Profit after tax 135.35 630.68 | 129.19 84.37 | 126.59 142.54




STATEMENT OF UNCONSOLIDATED CASH FLOWS, AS RESTATED

Rs. In (Million)

For the period For the year ended 31* March
Particulars 1% April, 2006
to
30t
November,2006 2006 2005 2004 2003 2002
I Cash flow arising from Operating
Activities ;
Net Profit before tax as per Profit and 150.25 661.14 149.63 91.45 138.46 | 154.57
Loss Account
Add / (Deduct) :
Interest & Finance Charges 129.85 67.02 99.20 65.77 40.02 32.62
Depreciation 41.06 47.75 70.41 28.90 7.34 8.36
(Profit) / Loss on Sale of Fixed - 0.20 - (2.34) (27.02) 0.00
Assets
Pre-acquisition (Profit) / Loss (21.74) | (18.59) (3.80) (4.00) (27.00) | (11.04)
Operating Profit before Working 299.42 757.52 315.44 179.78 131.80 184.51
Capital Changes
Working Capital Adjustment :
(Increase)/ Decrease in inventory (512.13) | 244.72 | (290.80) 201.07 | (303.88) | (224.14)
(Increase)/ Decrease in other (317.30) - - 0.10 (0.05) (0.05)
Current Assets
(Increase)/ Decrease in Sundry (33.68) 15.52 (15.44) 9.93 (8.42) 0.31
Debtors
(Increase)/ (Decrease) in Current 10.63 (23.45) 182.39 (1.95) 103.26 (44.95)
Liabilities & Provisions
Income Tax Paid (64.26) | (12.48) | (27.98) (16.53) (13.62) | (14.20)
(916.74) 224.31 | (151.83) 192.62 | (222.71) | (283.03)
Net Cash inflow / (outflow) in the (617.32) 981.83 163.61 372.40 | (90.91) | (98.52)
course of Operating Activities
II Cash flow arising from Investing
Activities
Inflow / (Outflow) on account of:
Interest Income 21.74 18.59 3.80 4.00 27.00 11.04
Fixed Assets (Net) (46.69) | (155.20) | (119.05) | (609.76) 37.43 | (125.83)
Investments (Net) 11.32 | (122.86) (6.58) | (49.23) 4.61 124.28
(Increase) / Decrease in Loans & (509.44) | (154.13) 19.93 (76.39) (9.52) (16.49)
Advances
Net Cash inflow/(outflow) in the course (523.07) | (413.60) | (101.90) | (731.38) 59.52 (7.00)
of Investing Activities
III Cash flow arising from Financing
Activities
Inflow / (outflow) on account of :
Proceeds from issue of Shares - 10.00 - - - -
Increase / (Decrease) in Secured 1704.34 | (505.72) 176.88 493.96 60.99 125.41
Loan
Increase / (Decrease) in 13.69 | (103.46) 16.87 39.13 8.06 19.09
Unsecured Loan
Interest & Finance Charges (126.19) (71.78) (96.68) (98.18) (19.36) (60.60)
Dividend Paid (72.00) | (40.00) | (20.00) | (20.00) (10.00) | (10.00)
Tax on Dividend (10.10) (5.23) (2.56) (2.56) - (1.02)
Share Issue Expenses (31.66) - - - - -
Net Cash inflow / (outflow) in the 1478.08 | (716.19) 74.51 412.35 39.69 72.88
course of Financing Activities
Net Increase / (Decrease) in Cash and 337.69 | (147.96) 136.22 53.37 8.30 (32.64)
Cash Equivalents (I+II1+I1I)
Add : Cash and Cash Equivalents at the 51.55 199.51 63.29 9.92 1.62 34.26
beginning of the year / period
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Cash and cash Equivalents at the end of 389.24 51.55 199.51 63.29 9.92 1.62
the year / period

Reconciliation of Cash and Bank

Balances :

Cash and Bank Balances 706.54 51.55 199.51 63.29 9.92 1.62
Less :

- Margin Money Balances (17.30) - - - - -
- Fixed Deposit pledged towards Bank (300.00) - - - - -
Overdraft Facility

Cash and Cash Equivalent at the end of 389.24 51.55 199.51 63.29 9.92 1.62

the period
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SUMMARY STATEMENT OF CONSOLIDATED ASSETS AND LIABILITIES, AS RESTATED

(Rs. In Million)

Particulars As at As at 31° March,
30" November,
2006 2006 2005 2004 2003 2002
A | Fixed Assets:
Gross Block 1018.78 | 1024.59 874.47 755.51 138.55 148.92
Less: Depreciation 158.23 | 161.30 117.53 47.30 18.30 10.94
Net Block 860.55 | 863.29 756.94 708.21 120.25 137.98
B | Capital Work in Progress 27.03 - - - - -
C | Investments 28344 | 212.77 94.85 70.75 47.33 24.49
D | Current Assets, Loans and
Advances
Inventories 1590.81 | 1156.57 | 1280.84 989.99 | 1256.38 918.01
Less: Revaluation Reserve - - - 2.57 2.57 7.03
1590.81 | 1156.57 | 1280.84 987.42 | 1253.81 910.98
Sundry Debtors 58.40 32.75 40.94 25.10 53.31 58.45
Cash and Bank Balances 896.23 56.71 202.88 68.46 12.24 3.99
Loans and Advances 2817.31 345.72 258.49 231.39 133.29 137.49
Other Current Assets - - - - 0.11 0.06
5362.75 | 1591.75 | 1783.15 | 1312.37 | 1452.76 | 1110.97
E | Liabilities and Provisions
Secured Loans 2544 .43 891.15 | 1376.92 | 1172.24 726.20 657.71
Unsecured Loans 2207.55 65.85 136.76 85.06 92.20 58.88
Current Liabilities and 581.38 | 626.64 597.72 408.79 435.48 294.57
Provisions
5333.36 | 1583.64 | 2111.40 | 1666.09 | 1253.88 | 1011.16
F | Deferred Tax Liability 2.59 6.43 9.14 0.45 0.29 -
G | Minority Interest 1.87 4.93 2.15 1.95 2.62 3.22
H | Net Worth (A+B+C+D-E-F-G) 1195.95 | 1072.81 512.25 422.84 363.55 259.06
I | Represented by
1. Share Capital 600.00 | 480.00 20.00 20.00 20.00 5.00
2. Reserves 627.62 | 592.81 492.26 405.42 346.13 261.10
Less : Revaluation Reserve - - - 2.57 2.57 7.03
627.62 | 592.81 492.26 402.85 343.56 254.07
3. Less : Miscellaneous 31.67 - 0.01 0.01 0.01 0.01
Expenditure
J | Net Worth (I1 +12 -13) 1195.95 | 1072.81 512.25 422.84 363.55 259.06
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SUMMARY STATEMENT OF CONSOLIDATED PROFITS AND LOSSES, AS RESTATED

(Rs. In Million)

Particulars As at As at 31° March,
301h
November,
2006 2006 2005 2004 2003 2002
Income
Sales and other Operating Income 726.48 | 2032.63 | 674.63 | 500.67 | 539.55 | 397.47
Other Income 14.36 20.19 | 12.27 | 2528 | 20.86 | 11.10
Total Income 740.84 | 2052.82 | 686.90 | 525.95 | 560.51 | 408.57
Expenditure
Purchase of Transferable 33.60 - - - - -
Development Rights(TDR) for Trade
Less : Closing Inventory of TDR (33.60) - - - - -
Purchased for Trade
Cost of Construction 233.24 | 1215.82 | 334.38 | 291.58 | 354.56 | 198.80
Employment Costs 36.33 12.91 4.50 4.50 0.30 0.30
Interest and Finance Charges 129.98 66.92 | 99.20 | 65.77 | 40.06 | 32.62
Administrative Selling and General 119.69 3932 | 2489 | 47.19 | 1847 | 13.92
Expenses
Depreciation 41.39 47.98 | 70.67 | 28091 7.36 8.36
Total Expenditure 560.63 | 1382.95 | 533.64 | 437.95 | 420.75 | 254.00
Net Profit before Tax 180.21 | 669.87 | 153.26 | 88.00 | 139.76 | 154.57
Less : Taxation(Including Fringe 31.44 3439 | 1247 723 | 12.62 | 12.06
Benefit Tax)
Less : Provision for Deferred Tax (3.85) 2.71) 8.69 0.17 0.13 -
[Charge/(Credit)]
Net Profit after Tax 152.62 | 638.19 | 132.10 | 80.60 | 127.01 | 142.51
Share of Profit(Loss) from Associates (0.52) 0.03 0.28 0.45 0.40 0.32
Share of Minority Interest 0.02 (2.16 | (0.47) 0.78 | (0.37) -
[(Profit)/Loss]
Pre-acquisition (Profit) /Loss (6.38) (0.11) 0.06 - (0.01) -
Net Profit Before Exceptional Items 145.74 | 635.95 | 131.97 | 81.83 | 127.03 | 142.83
Exceptional Items :
Less : Loss on Sale of Subsidiaries & - 1.94 - - - -
Dilution in
holding in Associates
Less : Goodwill on Acquisition 0.17 0.82 0.07 - - 0.05
Written Off
Net Profit After Exceptional Items 145.57 | 633.09 | 131.90 | 81.83 | 127.03 | 142.78
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STATEMENT OF CONSOLIDATED CASH FLOWS, AS RESTATED

(Rs. In Million)

Particulars As at As at 31° March,
30" November,
2006 2006 2005 2004 2003
I Cash flow arising from Operating Activities ;
Net Profit before tax as per Profit and Loss 180.21 669.87 153.26 88.00 139.76
Account
Add / (Deduct) :
Interest & Finance Charges 129.98 66.92 99.20 65.77 40.06
Depreciation 41.39 47.98 70.67 28.91 7.36
(Profit) / Loss on Sale of Fixed Assets - 0.20 - (2.34) (27.02)
Pre-acquisition (Profit) / Loss (6.38) (0.11) 0.06 - (0.01)
Interest Income (10.81) (18.59) (3.80) (4.00) | (20.86)
Operating Profit before Working Capital 334.39 766.27 319.39 176.34 139.29
Changes
Working Capital Adjustment :
(Increase)/ Decrease in inventory (434.24) 124.27 | (290.85) 266.39 | (338.37)
(Increase)/ Decrease in other Current Assets (317.30) - - 0.10 (0.05)
(Increase)/ Decrease in Sundry Debtors (25.65) 8.19 (15.83) 28.20 5.15
Increase/ (Decrease) in Current Liabilities 4.29 (8.29) 166.27 (26.69) 128.34
Income Tax Paid (66.38) (13.62) (28.68) (16.85) (14.49)
(839.28) 110.55 | (169.09) 251.15 | (219.42)
Net Cash inflow / (outflow) in the course of (504.89) 876.82 150.30 427.49 (80.13)
Operating Activities
II Cash flow arising from Investing Activities
Inflow / (Outflow) on account of:
Interest Income 10.86 18.59 3.80 4.00 20.86
Fixed Assets (Net) (Refer Note) (59.65) | (155.49) | (119.60) | (614.39) 32.13
Investments (Net) (71.18) | (119.59) (23.81) (22.97) (22.44)
(Increase) / Decrease in Loans & Advances (2406.55) | (107.67) (10.88) (88.48) 6.07
Net Cash inflow/(outflow) in the course of (2526.52) | (364.16) | (150.49) | (721.84) 36.62
Investing Activities
IIT Cash flow arising from Financing Activities
Inflow / (outflow) on account of :
Proceeds from issue of Shares - 10.00 - - -
Increase / (Decrease) in Secured Loan 1654.34 | (481.01) 202.17 478.46 47.83
Increase / (Decrease) in Unsecured Loan 2139.37 (70.90) 51.69 (7.15) 33.33
Interest & Finance Charges (126.32) (71.69) (96.69) (98.18) (19.40)
Dividend Paid (72.00) (40.00) (20.00) (20.00) (10.00)
Tax on Dividend (10.10) (5.23) (2.56) (2.56) -
Share Issue Expenses (31.66) - - - -
Net Cash inflow / (outflow) in the course of 3553.63 | (658.83) 134.61 350.57 51.76
Financing Activities
Net Increase / (Decrease) in Cash and Cash 522.22 | (146.17) 134.42 56.22 8.25
Equivalents (I+II+I1I)
Add : Cash and Cash Equivalents at the 56.71 202.88 68.46 12.24 3.99
beginning of the year / period
Cash and cash Equivalents at the end of the year / 578.93 56.71 202.88 68.46 12.24
period
Reconciliation of Cash and Bank Balances :
Cash and Bank Balances 896.23 56.71 202.88 68.46 12.24
Less
- Margin Money Balances (17.30) - - - -
- Fixed Deposit pledged towards Bank Overdraft (300.00) - - - -
Facility
Cash and Cash Equivalent at the end of the period 578.93 56.71 202.88 68.46 12.24
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Public Issue of our Equity Shares:

THE ISSUE

Which comprises:

Issue:

6,700,000 Equity Shares.

Of which:

Qualified Institutional Buyers Portion:

At least 4,020,000 Equity Shares (allocation on
proportionate basis) out of which 5% of the QIB
Portion or 201,000 Equity Shares (assuming the
QIB Portion is 60% of the Issue) shall be
available for allocation on a proportionate basis
to Mutual Funds only (Mutual Funds Portion).

Non-Institutional Portion:

Not less than 670,000 Equity Shares available
for allocation on proportionate basis.

Retail Portion:

Not less than 2,010,000 Equity Shares available
for allocation on proportionate basis.

Equity Shares outstanding prior to the Issue:

60,000,000 Equity Shares

Equity Shares outstanding post the Issue

66,700,000 Equity Shares

Use of Proceeds:

See the section titled “Objects of the Issue” on
page 36.
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GENERAL INFORMATION
Registered Office of our Company

Akruti Nirman Limited

Akruti Trade Centre, Road No. 7,
Marol MIDC, Andheri (East),
Mumbai — 400 093,

Mabharashtra, India

Our Company is registered with the Registrar of Companies, Maharashtra, situated at Everest,
100 Marine Drive, Mumbai — 400 002, Maharashtra, India.

The registration number of our Company is 11- 50688 and the Company Identification Number
of our Company is U 45200 MH 1989 PTC 050688.

Board of Directors
The following persons constitute our Board of Directors:

Mr. Hemant M. Shah, Executive Chairman;

Mr. Vyomesh M. Shah, Managing Director;

Mr. Madhukar Chobe, Executive Director;

. D. R. Kaarthikeyan, Independent Director;

Mr. P H Ravikumar, Independent Director;

Mr. Shailesh Haribhakti, Independent Director; and
Mr. Shailesh Bathiya, Independent Director.
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=

For further details of our Chairman, Managing Director and other Directors, see the section
titled “Our Management” on page 96 of this Red Herring Prospectus.

Company Secretary and Compliance Officer

Mr. Chetan S. Mody

Akruti Trade Centre, Road No. 7,

Marol MIDC, Andheri (East),

Mumbai — 400 093,

Maharashtra, India

Tel: +91 22 6703 74 27; +91 22 6703 7400
Fax: +91 22 2821 8230

Email: ipo@akrutiestate.com

Investors can contact the Compliance Officer in case of any pre-Issue or post-Issue related

problems such as non-receipt of letters of allotment, credit of Allotted Equity Shares in the
respective beneficiary account or non receipt of refund orders or refund amounts, etc.
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Legal Advisors to the Issue
Domestic Legal Counsel to the Company

AZB & Partners
Express Towers,

23" Floor,

Nariman Point,

Mumbai — 400 021, India.
Tel: +91 22 6639 6880
Fax: +91 22 6639 6888

Domestic Legal Counsel to the Underwriters

Amarchand & Mangaldas & Suresh A. Shroff & Co.
Peninsula Chambers, Peninsula Corporate Park,
Ganpatrao Kadam Marg, Lower Parel,

Mumbai — 400 013, India

Tel: +91 22 2496 4455

Fax: +91 22 2496 3666

International Legal Counsel to the Underwriters

Linklaters

One Silk Street,
London EC2Y 8HQ,
United Kingdom

Tel: +44 20 7456 2000
Fax: +44 20 7456 2222

Bankers to the Issue

Deutsche Bank AG

Kodak House

222, Dr. D. N. Road

Fort

Mumbai 400 001

India

Tel: +91 22 6658 4045

Fax: +91 22 2207 6553

Contact person: Shyamal Malhotra
E-mail: shyamal.malhotra@db.com

HDFC Bank Limited

26 A, Narayan Properties
Chandivili Farm Road, Chandivili
Sakinaka

Andheri

Mumbai 400 072

India

Tel: +91 22 2856 9228

Fax: +91 22 2856 9256

Contact Person: Viral Kothari
E-mail: viral.kothari @hdfcbank.com
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The Hongkong and Shanghai Banking Corporation Limited
52/60 Mahatma Gandhi Road

Mumbai 400 051

India

Tel: +91 22 2268 5568

Fax: 491 22 2262 3890

Contact person: Zersis Irani

E-mail: zersisirani@hsbc.co.in

Standard Chartered Bank

90 M.G.Road, Fort

Mumbai 400 001

India

Tel No: +91 22 2207 4582

Fax No: +91 22 2201 9208

Contact Person: Shobha Iyer

Email: Shobha.lyer@in.standaradchartered.com

Bankers to the Company

Canara Bank Punjab National Bank
Near Midland Hotel, Santacruz (E) Nehru Linking Road, Bandra (W),
Road, Mumbai-400 055 Mumbai-400 050,
India India
Tel: 491 22 619 18 01 Tel: +91 22 2655 9539
Fax: +91 22 2619 18 01 Fax: + 91 22 2642 04 56
Corporation Bank Union Bank of India
IFB, Bharat House,104, B. S. Marg, Fort, Princess Street Branch, Devkaran Mansion,
Mumbai-400 023 Shamaldas Gandhi Marg,
India. Mumbai-400 002
Tel: +91 22 2267 0030 India.
Fax: + 91 22 2267 53 09 Tel: +91 22 2208 3805
Fax: + 91 22 2206 0461
HDFC Bank Limited Bank of Baroda
Ahura Centre, Ground Floor, Mahakali Caves Corporate Financial Services branch II
Road, Andheri(E), 4 floor, 10/12, Mumbai Samachar Marg,
Mumbai- 400093 Fort, Mumbai — 400 001
India. India.
Tel: +91 22 5574 2545 Tel: +91 22 2202 1433
Fax: + 91 22 28262758 Fax: + 91 22 2202 1445
Bank of India State Bank of India
Ghatkopar (West) Branch, Desai Niwas, M.1L.D.C. Branch, Plot No.B-1, Marol Central
M.G.Road, Road., Andheri (East),
Mumbai-400 086 Mumbai-400 093
India. India.
Tel: +91 22 2514 8853 Tel: +91 22 2836 4730
Fax: + 91 22 2514 8854 Fax: + 91 22 2836 2393
ICICI Bank Limited

Free Press Building Free Press Journal. Road,
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Bankers to the Company

Nariman Point,
Mumbai, 400 021,
India.

Tel: +91 22 2285 3599

Book Running Lead Managers

J.P. Morgan India Private Limited
Mafatlal Centre, 9th Floor, Nariman Point
Mumbai 400 021

India

Tel: + 91 22 2285 5666

Fax: + 91 22 6639 3091

Email: akruti_ipo@jpmorgan.com
Website: www.jpmipl.com

Contact Person: Naheed Ghazi

Enam Financial Consultants Private Limited
801, Dalamal Tower, Nariman Point

Mumbai 400 021

India

Tel: + 91 22 6638 1800

Fax: + 91 22 2284 6824

Email: akrutiipo@enam.com

Website: www.enam.com

Contact Person: Sachin K. Chandiwal

Syndicate Members

J.P. Morgan India Private Limited
Mafatlal Centre, 9th Floor, Nariman Point
Mumbai 400 021

India

Tel: + 91 22 2285 5666

Fax: + 91 22 6639 3091

Email: akruti_ipo@jpmorgan.com
Website: www.jpmipl.com

Contact Person: Naheed Ghazi

Enam Securities Private Limited
Khatau Building,

44B, Bank Street

Off Shahid Bhagat Singh Road
Fort, Mumbai 400 001

Tel: +91 22 2267 7901

Fax: +91 22 2266 5613

Website: www.enam.com

Email: akrutiipo@enam.com
Contact person: Mr. M. Natarajan

Registrar to the Issue

Intime Spectrum Registry Limited
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C-13, Pannalal Silk Mills Compound,
LBS Marg, Bhandup West,

Mumbai 400 078, India

Tel: +91 22 2596 0320 (9 lines)
Fax : +91 22 2596 0329

Contact Person : Vishwas Attavar
Email : anl-ipo@intimespectrum.com
Website: www.intimespectrum.com

Statutory Auditors

M/s Dalal & Shah

Chartered Accountants

49-55, Bombay Samachar Marg,

Fort, Mumbai — 400 023, India.

Tel: 491 22 2266 2110

Fax: +91 22 2266 1503

Email: shishirdalal @dalalandshah.com

M/s Viral D. Doshi & Co.

Chartered Accountants

203, Sharda Chambers No. 1,

31, Keshavji Naik Road, Narshi Natha Street,
Masjid Bunder, Mumbai — 400 009, India.
Tel: +91 22 5631 40 19/ 2377 53 81

Fax: +91 22 2649 40 34

Email: viraldoshi @rediffmail.com



Statement of Inter se Allocation of Responsibilities for the Issue

Activities

1. Capital structuring with the relative components and
formalities such as type of instruments etc.

2. Due diligence of our Company’s operations/
management/ business plans/ legal etc. Drafting and
design of the Draft Red Herring Prospectus and
statutory  advertisement including memorandum
containing salient features of the Prospectus. The
BRLM and Co-BRLM shall ensure compliance with
stipulated requirements and completion of prescribed
formalities with the Stock Exchanges, RoC and SEBI
including finalization of Prospectus and RoC filing of
the same.

3. Drafting and approval of all publicity material other
than statutory advertisement as mentioned in (2) above
including corporate advertisement, brochure, corporate
films etc.

4 Appointment of intermediaries

5 Institutional Marketing of the Offer, which will cover,
inter alia,

e Preparing roadshow presentation and FAQs

e  Finalizing the list and division of investors for
one to one meetings; and

e  Finalizing road show schedule and investor
meeting schedules

6 Non-Institutional and Retail Marketing of the Offer,
which will cover, inter alia,

e  Formulating marketing strategies, preparation of
publicity budget;

e Finalizing Media and PR strategy;

e  Finalizing centres for holding conferences for
brokers etc.;

e  Finalizing collection centres;

e  Follow-up on distribution of publicity and Offer
material including form, prospectus and deciding
on the quantum of the Offer material; and

e  Co-ordination with Stock Exchanges for book

building software, bidding terminals and mock
trading
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ENAM

JP Morgan
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Activities Responsibility Co-ordinator

The post bidding activities including management of
escrow  accounts, coordination non-institutional
allocation, intimation of allocation and dispatch of
refunds to Bidders etc. The post Offer activities will
involve essential follow up steps, which include the
finalization of listing of instruments and dispatch of
certificates and demat delivery of shares, with the
various agencies connected with the work such as the
Registrar to the Offer and Bankers to the Offer and the
bank handling refund business. The merchant banker
shall be responsible for ensuring that these agencies
fulfil their functions and enable it to discharge this
responsibility through suitable agreements with the
Company.

JP Morgan, ENAM, ENAM

Credit Rating

As the Issue is of equity shares, credit rating is not required.

Issue Grading

We have not opted for the grading of this Issue.

Monitoring Agency

We are not required to appoint a Monitoring Agency in terms of clause 8.17.1 of the SEBI DIP
Guidelines, as the total issue size does not exceed Rs. 500 crores. However in terms of the
requirements stipulated by the Stock Exchanges, we have appointed Canara Bank as the
Monitoring Agency.

Canara Bank

Varma Chambers

11, Homyji Street, Fort

Mumbai 400 001

Tel: +91 22 2267 7405

Fax: 491 22 2267 7404

E-mail: mbdcomcity @canbank.co.in

Contact Person: Suresh Gadhwal

Trustees

As the Issue is of equity shares, the appointment of trustees is not required.

Book Building Process

Book Building Process refers to the process of collection of Bids, on the basis of the Red
Herring Prospectus within the Price Band. The Issue Price is fixed after the Bid/Issue Closing
Date.

The principal parties involved in the Book Building Process are:

1. The Company;
2. BRLMs;
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3. Syndicate Members who are intermediaries registered with SEBI or registered as
brokers with NSE/BSE and eligible to act as underwriters. Syndicate Members are
appointed by the Managers; and

4, Registrar to the Issue.

In terms of Rule 19(2)(b) of the SCRR, the Issue is being made through the 100% Book
Building Process, wherein at least 60% of Issue shall be Allotted on a proportionate basis to
QIBs. Of the QIB Portion, 5% would be available for allocation to Mutual Funds. If at least
60% of the Issue cannot be Allotted to QIBs, then the entire application money will be refunded
herewith. Further, not less than 10% of the Issue shall be available for allocation on a
proportionate basis to Non-Institutional Bidders and not less than 30% of the Issue shall be
available for allocation on a proportionate basis to Retail Individual Bidders, subject to valid
Bids being received at or above the Issue Price.

QIBs are not allowed to withdraw their Bid(s) after the Bid/Issue Closing Date. In addition,
QIBs are required to pay 10% margin amount upon submission of their Bid and allocation to
QIBs shall be on a proportionate basis. For further details please refer to the section titled
“Issue Procedure” on page 358 of this Red Herring Prospectus.

Our Company shall comply with guidelines issued by SEBI for this Issue. In this regard, our
Company has appointed J.P. Morgan India Private Limited and Enam Financial Consultants
Private Limited as the Book Running Lead Managers to manage the Issue and to procure
subscription to the Issue.

Hlustration of Book Building and Price Discovery Process (Investors may note that this
illustration is solely for the purpose of easy understanding and is not specific to this Issue)

Bidders can bid at any price within the price band. For instance, assume a price band of Rs. 40
to Rs. 48 per share, issue size of 6,000 equity shares and receipt of nine bids from bidders,
details of which are shown in the table below. A graphical representation of the consolidated
demand and price would be made available at the website of the NSE (www.nseindia.com) and
BSE (www.bseindia.com). The illustrative book as shown below shows the demand for the
shares of the company at various prices and is collated from bids from various investors.

Number of equity Bid Price Cumulative equity Subscription
shares bid for (Rs.) shares bid

500 48 500 8.33%
700 47 1,200 20.00%

1,000 46 2,200 36.67%
400 45 2,600 43.33%
500 44 3,100 51.67%
200 43 3,300 55.00%

2,800 42 6,100 101.67%
800 41 6,900 115.00%

1,200 40 8,100 135.00%

The price discovery is a function of demand at various prices. The highest price at which the
issuer is able to issue the desired quantum of shares is the price at which the book cuts off, i.e.
Rs. 42 in the above example. The issuer, in consultation with the BRLMs will finalise the issue
price at or below such cut off price, i.e. at or below Rs. 42. All bids at or above this issue price
and cut-off bids are valid bids and are considered for allocation in respective category.

The process of Book Building under SEBI Guidelines is subject to change from time to

time and investors are advised to make their own judgment about investment through this
process prior to making a Bid or Application in the Issue.
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Steps to be taken for bidding:

() Check eligibility for making a Bid (see section titled “Issue Procedure” on page 354 of
this Red Herring Prospectus).

2) Ensure that you have a demat account and the demat account details are correctly
mentioned in the Bid cum Application Form.

3) If your Bid is for Rs. 50,000 or more, ensure that you have mentioned your PAN and
attached copies of your PAN cards or PAN allotment letter to the Bid cum Application
Form (see section titled “Issue Procedure” on page 358 of this Red Herring
Prospectus).

“) Ensure that the Bid cum Application Form is duly completed as per instructions given
in the Red Herring Prospectus and in the Bid cum Application Form.

Underwriting Agreement

After the determination of the Issue Price and allocation of our Equity Shares but prior to filing
of the Prospectus with RoC, our Company will enter into an Underwriting Agreement with the
Underwriters for the Equity Shares proposed to be offered through this Issue. It is proposed that
pursuant to the terms of the Underwriting Agreement, the BRLMs shall be responsible for
bringing in the amount devolved in the event that the Syndicate Members do not fulfill their
underwriting obligations. Pursuant to the terms of the Underwriting Agreement, the obligations
of the Underwriters are several and are subject to certain conditions precedent to closing, as
specified therein.

The Underwriters have indicated their intention to underwrite the following number of Equity
Shares:

(This portion has been intentionally left blank and will be filled in before filing of the
Prospectus with RoC)

Name and Address of the Underwriters Indicative Number of Amount
Equity Shares to be Underwritten
Underwritten (Rs. in million)
[e] [e] [e]
[e] [e] [e]
[e] [e] [e]
Syndicate Members [e] [e]
[e] [e] [e]

The above mentioned amount is provided for indicative purposes only and will be finalized
after determination of Issue Price and actual allocation of the Equity Shares. The Underwriting
Agreement is dated [e], 2006.

In the opinion of the Board of Directors (based on certificates dated [e] given to them by the
Underwriters), the resources of the Underwriters are sufficient to enable them to discharge their
respective underwriting obligations in full. All the above-mentioned Underwriters are
registered with SEBI under Section 12(1) of the SEBI Act or registered as brokers with the
stock exchanges. The above Underwriting Agreement has been accepted by the Board of
Directors and our Company has issued letters of acceptance to the Underwriters.
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Allocation among Underwriters may not necessarily be in proportion to their underwriting
commitments. Notwithstanding the above table, the Underwriters shall be severally responsible
for ensuring payment with respect to the Equity Shares allocated to investors procured by them.
In the event of any default, the respective Underwriter in addition to other obligations to be
defined in the Underwriting Agreement, will also be required to procure/ subscribe to the extent
of the defaulted amount.
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CAPITAL STRUCTURE

Our share capital as at the date of this Red Herring Prospectus is set forth below:

Aggregate Aggregate
nominal value Value at
Issue Price
(Rs. million) (Rs. million)
A. Authorised Capital*
125,000,000 Equity Shares of Rs. 10/- 1,250 [e]
B. Issued, Subscribed and Paid-Up Equity Share Capital
prior to the Issue:
60,000,000 Equity Shares of Rs. 10/- each 600 [e]
C. Issue in terms of the Red Herring Prospectus™
6,700,000 Equity Shares of Rs. 10/- each 67 [o]
D. Issued, Subscribed and Paid-Up Capital post the Issue:
66,700,000 Equity Shares of Rs. 10/- each 667 [e]
E. Share Premium Account
Prior to the Issue Nil

Post the Issue

[e]

The authorised share capital of our Company was increased from Rs. 100,000 divided
into 1,000 Equity Shares of Rs.100/- each to Rs. 1,000,000 divided into 10,000 Equity
Shares of Rs. 100/- each through a resolution of the shareholders of the Company dated
June 24, 1993.

The authorised share capital of the Company was further increased from Rs. 1,000,000
divided into 10,000 Equity Shares of Rs.100/- each to Rs. 2,500,000 divided into
25,000 Equity Shares of Rs. 100/- each through a resolution of the shareholders of the
Company dated July 25, 1994.

The authorised share capital of the Company was further increased from Rs. 2,500,000
divided into 25,000 Equity Shares of Rs.100/- each to Rs. 5,000,000 divided into
50,000 Equity Shares of Rs. 100/- each through a resolution of the shareholders of the
Company dated January 21, 1997.

The authorised share capital of the Company was then increased from Rs. 5,000,000
divided into 50,000 Equity Shares of Rs.100/- each to Rs. 20,000,000 divided into
200,000 Equity Shares of Rs. 100/- each through a resolution of the shareholders of the
Company dated October 8, 1998.

The face value of the Equity Shares of the Company was sub — divided into the face
value of Rs. 10/- each through a resolution of the shareholders of the Company dated
February 13, 2002.

The authorised share capital of the Company was then increased from Rs. 20,000,000
divided into 2,000,000 Equity Shares of Rs.10/- each to Rs. 50,000,000 divided into
5,000,000 Equity Shares of Rs. 10/- each through a resolution of the shareholders of the
Company dated May 7, 2004.

The authorised share capital of the Company was then increased from Rs. 50,000,000
divided into 5,000,000 Equity Shares of Rs.10/- each to Rs. 200,000,000 divided into
20,000,000 Equity Shares of Rs. 10/- each through a resolution of the shareholders of
the Company dated April 13, 2005.

The authorised share capital of our Company was then increased from Rs. 200,000,000
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divided into 20,000,000 Equity Shares of Rs.10/- each to Rs. 1,250,000,000 divided
into 125,000,000 Equity Shares of Rs. 10/- each through a resolution of the
shareholders of the Company dated January 27, 2006.

wk The Issue has been authorized pursuant to the resolutions of our Board and
shareholders dated April 20, 2006 and May 8, 2006 respectively.

Notes to the Capital Structure

1. Share Capital History of our Company:

Date of No. Issue Face Consideration | Reason for Cumulative | Cumulative
Allotment | Equity Price | Value | (In cash or Allotment Share Share
Shares per per other than Premium Capital
Equity | Equity | cash) (In Rs.) (In Rs.)
Share | Share
(In (In
Rs.) Rs.)

February 20 100 100 | Cash Subscription | Nil 2,000
16, 1989 to the
Memorandum

February 900 100 100 | Cash Further Nil 92,000
2, 1990 allotment to
Girish
Verma,
Sunita Girish
Verma,
Rushank V.
Shah and
Khilen V.
Shah

March 30, 8,120 100 100 | Cash Further Nil 904,000
1994 allotment to
Laxmikant
Babladi, Asha
Babladi,
Rajesh
Babladi,
Satish
Babladi, Jyoti
Babladi,
Hemant Shah,
Vyomesh
Shah, Kunjal
Shah, Falguni
Shah and
Lata Shah.

March 27, 1,960 100 100 | Cash Further Nil 1,100,000
1995 alltoment to
Mabhipatray
Shah,
Mahipatray
shah (HUF),
Falguni shah,
Hemant shah
and Kushal
Shah

August 7, 3000 100 100 | Cash Further Nil 1,400,000
1995 allotment to
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Date of
Allotment

No.
Equity
Shares

Issue
Price
per
Equity
Share
(In
Rs.)

Face
Value
per
Equity
Share
(In
Rs.)

Consideration
(In cash or
other than
cash)

Reason for
Allotment

Cumulative
Share
Premium
(In Rs.)

Cumulative
Share
Capital

(In Rs.)

Asha Babladi,
Rajesh
Babladi,
Satish
Babladi, Jyoti
Babladi and
Manisha
Dani.

September
30, 1996

11,000

100

100

Cash

Further
allotment to
Laxmikant
Babladi,
Mabhipatray
Shah (HUF),
Hemant Shah
(HUF) and
Kushal Shah.

Nil

2,500,000

February
21, 1997

25,000

100

100

Cash

Further
allotment to
Hemant M.
Shah HUF,
Vyomesh M.
Shah HUF,
Kunjal H
Shah, Falguni
V Shah, Lata
M. Shah and
M V Shah
HUF

Nil

5,000,000

The face value of the Equity Shares of the Company was sub — divided into the face value of Rs.
10/- each through a resolution of the shareholders of the Company dated February 13, 2002.

September 1,500,000 0 10 | Bonus Pursuant to Nil 20,000,000
27,2002 issue of

Bonus Shares

in the ratio of

3:1
January 6, 1,000,000 10 10 | Cash Pursuant to Nil 30,000,000
2006 rights issue
January 45,000,000 0 10 | Bonus Pursuant to Nil 480,000,000
31, 2006 issue of

Bonus Shares

in the ratio of

15:1
May 12, 12,000,000 0 10 | Bonus Pursuant to Nil 600,000,000
2006 issue of

Bonus Shares
in the ratio of
1:4

Other than as mentioned in the table above, we have not made any issue of shares during the
preceding one year.
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2. Promoters’ Contribution and Lock-in

Name of Date of Consideration No. of Face Issue | Cumulative Mode of Percentage
the Acquisition/ Equity Value | (Rs.) | shareholding | Acquisition of Post
Promoter Transfer Shares (Rs.) Issue
Capital
Mr. February 16, Cash 10 | 100.00 | 100.00 10 | Acquired
Hemant 1989 pursuant to
M. Shah subscription
to the
memorandum
of association 0.00
March 30, Cash 750 | 100.00 | 100.00 760 | Subscription
1994 to further
issue of
capital by our
Company 0.00
March 27, Cash 250 | 100.00 | 100.00 1,010 | Subscription
1995 to further
issue of
capital by our
Company 0.00
August 20, Cash 5,760 | 100.00 | 100.00 6,770 | Acquisition
1999 by transfer
0.01
May 14, Nil 67,700 | 10.00 Nil 67,700 | New share
2002 Certificates
issued
consequent
upon sub-
division of
the face value
of Share from
Rs.100 per
share to
Rs.10 per
share 0.10
September Capitalisation 203,100 | 10.00 Nil 270,800 | Bonus Issue
27,2002 of reserves in the ratio of
3:1
0.30
January 6, Cash 10,000 | 10.00 10.00 280,800 | Subscription
2006 to Right
Issue
0.01
January 31, Capitalisation | 4,212,000 | 10.00 Nil 4,492,800 | Bonus Issue
2006 of reserves in the ratio of
15:1 6.31
May 12, Capitalisation 1,123,200 | 10.00 Nil 5,616,000 | Bonus Issue
2006 of reserves in the ratio of
1:4 1.68
May 12, Cash 184,000 | 10.00 10.00 5,800,000 | Acquisition
2006 by transfer 0.28
Sub 5,800,000 8.69
Total (A)
Mr. February 16, Cash 10 | 100.00 | 100.00 10 | Acquired 0.00
Vyomesh 1989 pursuant to
M. Shah subscription
to the
memorandum
of association
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Name of Date of Consideration No. of Face Issue Cumulative Mode of Percentage
the Acquisition/ Equity Value | (Rs.) | shareholding | Acquisition of Post
Promoter Transfer Shares (Rs.) Issue
Capital
March 30, Cash 500 | 100.00 | 100.00 510 | Subscription 0.00
1994 to further
issue of
capital by our
Company
August 20, Cash 5,760 | 100.00 | 100.00 6,270 | Acquisition 0.01
1999 by transfer
May 14, Nil 62,700 | 10.00 Nil 62,700 | New share 0.09
2002 Certificates
issued
consequent
upon sub-
division of
the face value
of Share from
Rs.100 per
share to
Rs.10 per
share
September Capitalisation 188,100 | 10.00 Nil 250,800 | Bonus Issue 0.28
27,2002 of reserves in the ratio of
3:1
January 6, Cash 116,800 | 10.00 10.00 367,600 | Subscription 0.18
2006 to Right
Issue
January, 31, Capitalisation 5,514,000 | 10.00 Nil 5,881,600 | Bonus Issue 8.27
2006 of reserves in the ratio of
15:1
May 12, Capitalisation 1,470,400 | 10.00 Nil 7,352,000 | Bonus Issue 2.20
2006 of reserves in the ratio of
1:4
May 12, Cash 188,000 10.0 10.00 7,540,000 | Acquisition 0.28
2006 by transfer
Sub 7,540,000 11.31
Total (B)
Total 13,340,000 20.00%*
(A+B)
* The Equity Shares being locked-in for a period of three years from the date of Allotment and

which have been issued for consideration other than cash have been issued through a bonus
issue made out of accumulated profits and free reserves and are not from a bonus issue out of a
revaluation reserves or reserves without accrual of cash resources.

All Equity Shares, which are being included for computation of promoters’ contribution and
three-year lock-in are locked-in and are not ineligible for such purposes under Clause 4.6 of the
SEBI Guidelines.

3. Share capital locked-in for one year

In addition to the lock-in of the Promoter’s contribution specified above, our entire pre-Issue
Equity Share capital will be locked-in for a period of one year from the date of Allotment. The

30




total number of Equity Shares which are locked-in for one year is 53,360,000 Equity Shares.
4. Other requirements in respect of lock-in:

In terms of Clause 4.15 of the SEBI Guidelines, the locked-in Equity Shares held by the
Promoters can be pledged with banks or financial institutions as collateral security for loans
granted by such banks or financial institutions, provided the pledge of such shares is one of the
terms of sanction of loan.

In terms of Clause 4.16.1 (a) of the SEBI Guidelines, the Equity Shares held by persons other
than Promoters, prior to the Issue may be transferred to any other person holding the Equity
Shares which are locked-in as per Clause 4.14 of the SEBI Guidelines, subject to continuation
of the lock-in in the hands of the transferees for the remaining period and compliance with
SEBI (Substantial Acquisition of Shares and Takeovers) Regulations, 1997, as applicable.

Further, in terms of Clause 4.16.1(b) of the SEBI Guidelines, the Equity Shares held by the
Promoter may be transferred to and amongst the Promoter group or to a new promoter or
persons in control of the Company, subject to continuation of the lock-in in the hands of the
transferees for the remaining period and compliance with SEBI (Substantial Acquisition of
Shares and Takeovers) Regulations, 1997, as applicable.

In addition, the Equity Shares subject to lock-in will be transferable subject to compliance with
SEBI Guidelines, as amended from time to time.

5. Shareholding Pattern of our Company

The table below represents the shareholding pattern of our Company

Name of Number of Equity Pre-Issue Number of Equity Post-Issue
Shareholder Shares held prior to percentage of Shares held post the percentage of
the Issue Equity Share Issue* Equity Share
Capital (%) Capital (%)
Promoters
Vyomesh M. 7,540,000 12.57 7,540,000 11.30
Shah
Hemant M. Shah 5,800,000 9.66 5,800,000 8.70
Sub-Total 13,340,000 22.23 13,340,000 20.00
Promoter Group
Mahipatray V. 7,200,000 12.00 7,200,000 10.79
Shah - HUF
Hemant M. Shah 68,92,000 11.49 68,92,000 10.33
— HUF
Falguni V. Shah 6,360,000 10.60 6,360,000 9.54
Kunjal H. Shah 5,308,000 8.85 5,308,000 7.96
Vyomesh M. 4,100,000 6.83 4,100,000 6.15
Shah - HUF
Kushal H. Shah 3,600,000 6.00 3,600,000 5.40
Khilen V. Shah 3,600,000 6.00 3,600,000 5.40
Rushank V. Shah 3,600,000 6.00 3,600,000 5.40
Lata M. Shah 2,400,000 4.00 2,400,000 3.60
Mahipatray V. 600,000 1.00 600,000 0.90
Shah**
Ukay Valve & 3,00,000 0.50 3,00,000 0.45
Founders Private
Limited
Sita Power 3,00,000 0.50 3,00,000 0.45
Limited
Nutritious Agro 3,00,000 0.50 3,00,000 0.45
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Name of
Shareholder

Number of Equity
Shares held prior to
the Issue

Pre-Issue
percentage of
Equity Share

Capital (%)

Number of Equity
Shares held post the
Issue*

Post-Issue
percentage of
Equity Share

Capital (%)

Food Limited

Tulsyan Krishi
Limited

3,00,000 0.50

3,00,000

0.45

Kamal Bakery
Private Limited

3,00,000 0.50

3,00,000

0.45

Vishwajeet
Consultancy
Private Limited

3,00,000 0.50

3,00,000

0.45

Saicharan
Consultancy
Private Limited

3,00,000 0.50

3,00,000

0.45

Devraj
Consultancy
Private Limited

3,00,000 0.50

3,00,000

0.45

Devkrupa
Consultancy
Private Limited

3,00,000 0.50

3,00,000

0.45

Real Technology
Machinery
Private Limited

3,00,000 0.50

3,00,000

0.45

Sub-Total

46,660,000 71.717

46,660,000

69.97

Total Promoter
Group Holding

60,000,000 100.00

60,000,000

89.96

Non-Promoter

Employees

Total Non-
Promoter Group
Holding

Public
(Pursuant to the
Issue)

6,700,000

10.04

Total Pre Issue
Share Capital

60,000,000 100.00

66,700,000

100.00

* This is based on the assumption that such shareholders shall continue to hold the same number
of Equity Shares after the Issue. This does not include any Equity Shares that such shareholders
may subscribe for and be allotted in the Issue.

ok The said shareholding is currently under probate due to the death of Mr. Mahipatray V. Shah.

4. Our Company, our Directors, our Promoters and the BRLMs have not entered into any
buy-back and/or standby arrangements for purchase of Equity Shares from any person.

5. The list of our top 10 shareholders of our Company and the number of Equity Shares
held by them is as under:

(a)

Ten days prior to the filing of the Red Herring Prospectus and on the date of

filing of this Red Herring Prospectus.

Number of Equity
Sr. No. Name of Shareholders Shares
1. Vyomesh M. Shah 7,540,000
2. Mahipatray V. Shah - HUF 7,200,000
3. Hemant M. Shah - HUF 6,892,000
4. Falguni V. Shah 6,360,000
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Number of Equity
Sr. No. Name of Shareholders Shares
5. Hemant M. Shah 5,800,000
6. Kunjal H. Shah 5,308,000
7. Vyomesh M. Shah — HUF 4,100,000
3. Rushank V. Shah 3,600,000
9. Khilen V. Shah 3,600,000
10. Kushal H. Shah 3,600,000

(b) Two years before date of filing of this Red Herring Prospectus:

Number of Equity
Sr. No. Name of Shareholders Shares
1. Hemant M. Shah-HUF 350,000
2. Mahipatray V. Shah-HUF 340,000
3. Hemant M. Shah 270,800
4. Kunjal H. Shah 260,000
5. Vyomesh M. Shah 250,800
6. Falguni V. Shah 220,000
7. Kushal Shah 18,400
8. Khilen J. Shah 17,200
9. Vyomesh M.Shah-HUF 148,000
10. Lata M. Shah 60,000
11. Rushank V. Shah 44,800
12. Mabhipatray V. Shah 20,000

Our Promoters, Promoter group, our Directors or the directors of our Promoter
companies have not acquired, purchased or sold any Equity Shares, during a period of
six months preceding the date on which this Red Herring Prospectus was filed with
SEBI other than as disclosed below:

Transferor Transferee Number of | Price per | Date of Transfer
Equity Shares Equity Share
(Rs.)

Hemant M. Shah HUF | Hemant M. Shah 184,000 10.00 May 12, 2006
Vyomesh M. Shah | Vyomesh M. Shah 188,000 10.00 May 12, 2006
HUF
Mahipatray V. Shah | Ukay Valve & | 300,000 100.00 January 2, 2007
HUF Founders  Private

Limited
Mahipatray V. Shah | Sita Power Limited | 300,000 100.00 January 2, 2007
HUF
Mabhipatray V. Shah | Nutritious Agro | 300,000 100.00 January 2, 2007
HUF Food Limited
Mabhipatray V. Shah | Tulsyan Krishi | 300,000 100.00 January 2, 2007
HUF Limited
Mahipatray V. Shah | Kamal Bakery | 300,000 100.00 January 2, 2007
HUF Private Limited
Mabhipatray V. Shah | Vishwajeet 300,000 100.00 January 2, 2007
HUF Consultancy Private

Limited
Mabhipatray V. Shah | Saicharan 300,000 100.00 January 2, 2007
HUF Consultancy Private

Limited
Mahipatray V. Shah | Devraj Consultancy | 300,000 100.00 January 2, 2007
HUF Private Limited
Mahipatray V. Shah | Devkrupa 300,000 100.00 January 2, 2007
HUF Consultancy Private

Limited
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10.

11.

12.

13.

14.

15.

16.

17.

18.

Mahipatray V. Shah | Real  Technology | 300,000 100.00 January 2, 2007
HUF Machinery Private

Limited

The transfers referred to above were made pursuant to internal restructuring of
shareholding among the Promoters and Promoter Group.

An investor cannot make a Bid for more than the number of Equity Shares offered
through the Issue, subject to the maximum limit of investment prescribed under
relevant laws applicable to each category of investor.

Except as disclosed in the section titled “Our Management” on page 96 of this Red
Herring Prospectus, none of our Directors and key managerial employees hold any
Equity Shares.

There would be no further issue of capital whether by way of issue of bonus shares,
preferential allotment, rights issue or in any other manner during the period
commencing from the submission of this Red Herring Prospectus with SEBI until the
Equity Shares to be issued pursuant to the Issue have been listed.

We presently do not intend or propose to alter our capital structure for a period of six
months from the date of filing of this Red Herring Prospectus, by way of split or
consolidation of the denomination of Equity Shares or further issue of Equity Shares
(including issue of securities convertible into or exchangeable, directly or indirectly for
Equity Shares) whether preferential or otherwise except that if we enter into
acquisitions or joint ventures, we may, subject to necessary approvals, consider raising
additional capital to fund such activity or use Equity Shares as currency for acquisition
or participation in such joint ventures.

There are no outstanding warrants, options or rights to convert debentures, loans or
other instrument into Equity Shares.

There shall be only one denomination of the Equity Shares, unless otherwise permitted
by law. We shall comply with such disclosure and accounting norms as may be
specified by SEBI from time to time.

As on date of filing the Red Herring Prospectus the total number of Equity
Shareholders was 22.

We have not raised any bridge loans against the proceeds of the Issue.

We have not issued any Equity Shares out of revaluation reserves. Except the bonus
issues as set forth in Note 1- “Share Capital History of Our Company” above, we have
not issued any equity shares for consideration other than cash.

Our Promoters and members of the Promoter group will not participate in this Issue.
We have received confirmation from DIPP vide their letter no. 5(6)/2000-FC(Pt.file)
dated November 14, 2006 and from RBI vide their letter No.
FE.CO.FID/12752/10.78.000/2006-07 dated December 12, 2006 allowing FII

participation in the Issue.

An oversubscription to the extent of 10% of the Issue can be retained for the purpose of
rounding off while finalizing the basis of Allotment.
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19.

At least 60% of the Issue shall be Allotted on a proportionate basis to Qualified
Institutional Buyers, not less than 10% of the Issue shall be available for allocation on a
proportionate basis to Non-Institutional Bidders and not less than 30% of the Issue
shall be available for allocation on a proportionate basis to Retail Individual Bidders,
subject to valid Bids being received at or above the Issue Price. Under subscription, if
any, in the Non-Institutional Portion and Retail Individual Portion would be met with
spill over from other categories at the sole discretion of our Company in consultation
with the BRLMs.

35



OBJECTS OF THE ISSUE

The objects of the Issue are to (a) finance acquisition of lands / rights in lands and development
rights, (b) finance the construction and development costs for some of our projects under
development, (c) repay certain loans of our Company, (d) fund expenditures for general
corporate purposes and (e) achieve the benefits of listing on the Stock Exchanges.

The main object clause of our Memorandum of Association and objects incidental to the main
objects enable us to undertake our existing activities and the activities for which funds are
being raised by us through this Issue.

We intend to utilize the proceeds of the Issue, after deducting underwriting and management
fees, selling commissions and other expenses associated with the Issue (“Net Proceeds”), which

is estimated at Rs. [®], for financing the growth of our business.

The details of the utilization of Net Proceeds of this Issue will be as per the table set forth
below:

(In Rs. Million)

. ) Estimated E.ls'tim'ated Net Proceeds
No. Expenditure Items Amount utilization as on March 31,
2007 2008 2009
1 Acquisition of lands / rights in 1,500.0 1,500.0 -
) lands or development rights
Development and construction 1,250.0 300.0 450.00
2. costs for projects under
development and planned projects 500.00
3 Repayment of loans of the 250.0 250.0
) Company -
4. General corporate purposes [o] [o] [o] [o]
5. Issue related expenses [o] [o] [o] [o]
Total [e] [e] [o] Q)

The entire requirement of funds as set out above including expenses associated with the Issue
will be met through the proceeds of the Issue. The fund requirement and deployment are based
on internal management estimates and have not been appraised by any bank or financial
institution. These are based on current conditions and are subject to change in light of changes
in external circumstances or costs, or in our financial condition, business or strategy, as
discussed further below.

In case of variations in the actual utilization of funds earmarked for the purposes set forth
above, increased fund requirements for a particular purpose may be financed by surplus funds,
if any, available in respect of the other purposes for which funds are being raised in this Issue.
If surplus funds are unavailable, the required financing will be through our internal accruals and
debt.

In addition, the fund requirements are based on the current internal management estimates of
our Company. We operate in a highly competitive and dynamic market, and may have to revise
our estimates from time to time on account of new projects that we may pursue including any
industry consolidation initiatives, such as potential acquisition opportunities. We may also
reallocate expenditure to other projects or those projects with earlier completion dates amongst
the projects forming part of the objects of the Issue in case of delays in our earmarked projects.
Consequently, our fund requirements may also change accordingly. Any such change in our
plans may require rescheduling of our expenditure programs, discontinuing projects currently
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planned and an increase or decrease in the expenditure for a particular project or land
acquisition in relation to current plans, at the discretion of the management of the Company. In
case of any shortfall or cost overruns, we intend to meet our estimated expenditure from our
cash flow from operations and debt. The net proceeds of the Issue shall be used as per the
Objects of the Issue set out in this section.

Details of the Objects
Acquisition of lands / rights in lands and development rights

We recognise that access to land is the most important resource for a real estate developer.
While historically we have had access to land development rights through our participation in
slum rehabilitation programmes, we believe that our future growth, particularly in areas outside
Mumbai, will require us to acquire land in the open market. Accordingly, we intend to utilize a
part of the net proceeds of the Issue to finance expenditure for the acquisition of lands / rights
in land and development rights, directly or through various subsidiaries or other forms of
investment.

For details of our business, see the section titled “Our Business” on page 62.
We propose to acquire lands / rights in lands or development rights in Mumbai aggregating to

447,880 million square feet. These sites are at various stages of identification and acquisition
and are as set forth below:

S. Location of Land Total cost Amount Amount Name of Status of
No. the Project Area (sq. of Land Paid as on Payable as Vendor acquisitio
ft) (In Rs. November on n

million) 30,2006*  November
(In Rs. 30,2006
million) (In Rs.

million)

1 Prabhadevi, 213,763.0 1,440.00" - 1,440.00 Chaitra Executed
Mumbai Realty an MOU?

Limited?
2 Bhandup, 234,117.0 120.10 10.00 110.10 National Executed
Mumbai Industrial an MOU?

Corporatio

3

Total  447,880.0 1560.1 10.00 1550.10

*As per Certificate from Viral D. Doshi & Co., Chartered Accountants, dated December 30,
2006.

1. This represents the price payable by us as the project is being undertaken in collaboration
with another party.

2. See the section titled “Vishal Nirman Private Limited — Memorandum of Understanding in
respect of the acquisition of Chaitra Realty Limited-History and Certain Corporate
Matters” on page 135 of this Red Herring Prospectus.The project involves the purchase of
shares of Chaitra Realty Limited and this project does not involve direct acquisition of land
by the Company. The acquisition of shares has not been completed as of date.

3. Dated June 07, 2006 with M/s. National Industrial Corporation. The project does not

involve any acquisition of land by the Company and it is proposed that the Company would
enter into a development agreement in relation to the project.
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None of the above mentioned lands / rights in lands or development rights have been or are
being purchased or obtained from our Promoters or our Promoter Group.

We intend to utilize the entire amount earmarked for the aforementioned acquisitions during
fiscal 2007. In respect of many of our acquisitions of lands / rights in lands or development
rights, we are required to pay an advance at the time of executing an agreement to purchase,
with the remaining purchase price due upon completion of such acquisitions. The estimated
costs described in this section include such advances and deposits.

Means of Finance

Our total cost of acquisitions as mentioned above is approximately Rs. 1,560.10 million. As of
November 30, 2006, we had paid approximately Rs. 10.0 million of the total cost as partial
payment, and the balance amount payable towards the acquisition of these lands / rights in
lands or development rights was Rs. 1,550.10 million, as certified by Viral D. Doshi & Co.,
Chartered Accountants, in their certificate dated December 30, 2006.

Development and construction costs for our projects under development and our planned
projects.

We are developing projects which are at various stages of construction and development
primarily in Mumbai. We propose to deploy an amount aggregating to Rs. 1,250.00 million out

of the net proceeds of the Issue in our projects under development, Rs. 300 million, Rs. 500
million and Rs. 450 million in fiscal 2007, 2008 and 2009 repectively.

Details of the projects

The details of the projects, like the total project cost, the costs already incurred, the balance
funds required for completion of the project as set forth in the table below:

(Rs. in million)

Name of the Proposed Start Estimated Total Break-up of the Funding of the Cost Cost to be
Project Saleable date of Completion Cost of Total Cost of the Project incurred incurred
Area the date Project as of as on
(Sq ft) Project November November
Internal  Project Net 30,2006 * 30,2006

Accruals Specific Proceeds
Loans of the

Issue
Our Projects
Akruti Empire 28,082 Jul-2006 Mar 2008 141.7 39.57 60.43 41.7 19.57 122.13
Rachana 25,360  February  March 2009 177.7 113.57 34.13 30.0 15.87 161.83
Sansad 2007
Akruti  Elite 35,894 March October 211.40 56.13 140.0 15.27 196.13 15.27
Plaza 2004 2007
Sub Total (A) 89,336 530.8 209.27 234.56 86.97 231.57 299.23
Joint Venture Projects
DLF-Akruti 1,250,000 March  March 2009  1,838.6 624.73 913.87 300.0 86.22 1,752.38
Info Park 2006
Pune Ltd. -
Phase I
Akruti  One 242,938 May May 2008 536.7 337.65 177.05 22.0 273.01 263.69
World (K- 2005
Mall)
Akruti  One 265,043 May May 2008 607.0 257.13 142.87 207.0 157.13 449.87
World (S- 2006
Mall)
Akruti  One 143,696 August May 2008 327.3 54.41 222.89 50.0 1.11 326.19
World 2006
(Shankarwadi)
Akruti  City 425,000 June February  1,530.9 487.75 459.12 584.03 54.46 1,476.44
PhI 2006 2010
Sub Total (B) 2,326,677 4,840.50 1,761.67 1,915.8 1,163.03 571.93 4,268.57
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Name of the Proposed Start Estimated Total Break-up of the Funding of the Cost Cost to be
Project Saleable date of Completion Cost of Total Cost of the Project incurred incurred
Area the date Project as of as on
(Sq ft) Project November November
Internal  Project Net 30,2006 * 30, 2006
Accruals Specific Proceeds
Loans of the
Issue
Total (A+B) 2,416,013 5,371.30  1,970.94 2,150.36  1,250.0 803.5 4,567.8

*In case of any shortfall or cost overruns, we intend to meet the estimated expenditure from our cash
[flow from operations and debt.

*As per Certificate from Viral D. Doshi & Co., Chartered Accountants, dated December 30, 2006.
Means of Finance

The total cost of development and construction of these projects is estimated to be Rs. 5,371.30
million.

As per Certificate from Viral D. Doshi & Co., Chartered Accountants dated December 30,
2006, we have deployed Rs. 803.50 million of the total cost by way of project specific loans
and internal accruals as of November 30, 2006. The total amount of Rs. 5,371.30 million is
proposed to be funded as follows:

S. No. Particulars Amount (Rs. Million)
1 Project Specific Loans & Internal Accruals 4,121.30
2 Net Proceeds of the Issue 1,250.00

Total 5,371.30

" With reference to Clause 2.8 of the SEBI Guidelines, we confirm that firm arrangements for 75% of the
stated means of finance, excluding net proceeds of the Issue, have been made.

Repayment of Loans

For details, see the section titled “Financial Indebtedness” on page 299.

We intend to repay Rs. 250.00 million out of our total outstanding debt from the Net Proceeds,
including any loans we may borrow until the Closing Date. We propose to deploy the entire

amount of Rs. 250.00 million during Fiscal 2007.

Our total outstanding debt (excluding our outstanding unsecured loans) as on November 30,
2006 is as follows:

S. Name of the Lender Date of the Loan Total Outstanding Rate of Interest
No. agreement (s) /  Debt (Rs. Million)

Sanction Letter (s)
1. Canara Bank May 19, 2003 13.91 8.50%
2. Canara Bank November 13, 2003 76.23 8.50%
3. Canara Bank August 10, 2004 118.46 10.50%
4. Canara Bank June 22, 2006 41.55 12.25%
5. Union Bank of India September 8, 2006 300.00 8.50%
6. Union Bank of India September 11, 2006 254.00 10.25%
7. State Bank of India May 16, 2006 83.39 9.00%
8. HDFC Ltd. April 28, 2006 330.08 11.50%
9. Corporation Bank March 10, 2004 56.80 9.25%
10.  Corporation Bank August 31, 2004 67.33 9.25%
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S. Name of the Lender Date of the Loan Total Outstanding Rate of Interest

No. agreement (s) /  Debt (Rs. Million)
Sanction Letter (s)
11.  Punjab National Bank November 5, 2003 74.31 8.75%
12.  Punjab National Bank September 19,2006 72.21 9.75%
13.  Bank of India February 28, 2005 52.39 10.25%
14 LIC Mutual Fund November 14, 2006 1,000.00 9.05%
15.  Sundry Vehicle Loan November 29, 2003 3.76 10.00%
TOTAL 2,544.43

In addition to the above, we may, from time to time, enter into further financing arrangements
and draw down funds thereunder.

General Corporate Purposes

Our management, in response to the competitive and dynamic nature of the industry, will have
the discretion to revise its business plan from time to time and consequently our funding
requirements and deployment of funds may also change. In case of a shortfall in the Net
Proceeds of the Issue, our management may explore a range of options, including utilizing our
internal accruals or seeking debt from future lenders. Our management expects that such
alternate arrangements would be available to fund any such shortfall.

Issue Related Expenses

The expenses of this Issue include, among others, underwriting and management fees, printing
and distribution expenses, legal fees, advertisement expenses and listing fees. The estimated
Issue expenses are as follows:

(Rs. in million)

Activity Expenses
Lead management fee and underwriting [¢]
commissions

Advertising and Marketing expenses [*]
Printing and stationery [*]

Others (Monitoring agency fees, Registrars []

fee, legal fees, etc.)
TOTAL [-]

* Will be incorporated after finalisation of the Issue Price
Working Capital Requirement

The Net Proceeds of this Issue will not be used to meet our working capital requirements as we
expect sufficient internal accruals to meet our existing working capital requirements.

Interim use of funds

Pending utilization for the purposes described above, we intend to invest the funds in high
quality interest bearing liquid instruments including money market mutual funds and deposits
with banks, for the necessary duration or for reducing overdrafts. We would not employ
proceeds of the Issue in Equity Capital markets.

Monitoring Utilization of Funds

Our Board and Canara Bank, which has been appointed the monitoring agency for this purpose
will monitor the utilization of the Issue proceeds. We will disclose the details of the utilization
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of the Issue proceeds, including interim use, under a separate head in our financial statements
for fiscal 2007, 2008 and 2009, specifying the purpose for which such proceeds have been
utilized or otherwise disclosed as per the disclosure requirements of our listing agreements with
the Stock Exchanges. As per Clause 49 of the listing agreements with the Stock Exchanges we
shall disclose to the Audit Committee, the uses / applications of funds by major category on a
quarterly basis as a part of our quarterly declaration of financial results. Further, on an annual
basis, we shall prepare a statement of funds utilized for purposes other than those stated in the
Red Herring Prospectus and place it before the audit committee. Such disclosure shall be made
only until such time as the net proceeds of the issue have been fully spent. This statement shall
be certified by our statutory auditors. The audit committee shall make appropriate
recommendations to the Board in this regard.

No part of the proceeds from the Issue will be paid by us as consideration to our Promoters, our

Directors, Promoter Group or key managerial employees, except in the normal course of our
business.
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BASIS FOR ISSUE PRICE
The issue price will be determined by us in consultation with the BRLMs on the basis of
assessment of market demand and on the basis of the following qualitative and quantitative
factors for the Equity Shares offered by the Book Building Process. The face value of the
Equity Shares is Rs. 10 and the Issue Price is 47.5 times the face value at the lower end of the
Price Band and 54 times the face value at the higher end of the Price Band.

Qualitative Factors

For some of the qualitative factors, which form the basis for computing the price refer to “Our
Business” on page 62 of this Red Herring Prospectus.

Quantitative Factors

Adjusted Earning Per Share (EPS)

Financial Period Adjusted EPS based on | Weight
Restated Financial
Statements (Rs.)*

Standalone | Consolidated
Year ended March 31, 2004 2.11 2.05 1
Year ended March 31, 2005 3.23 3.30
Year ended March 31, | 14.12 14.18 3
2006%**
Weighted Average 8.49 8.53
* Based on weighted average and including bonus shares issued during the course of the

financial year
Hk The EPS for the eight months ended November 30, 2006 was 2.43 on a consolidated
basis and 2.26 on a standalone basis.

Price Earnings Ratio (P/E Ratio)

1. Based on the year ended March 31, 2006 EPS (including adjustment for bonus issue) is Rs.
14.18 on a consolidated basis and 14.12 on a standalone basis.

2. P/E based on the above EPS is 33.50 at the lower end of the price band and 38.08 at the
higher end of the price band (on a consolidated basis) and 33.64 at the lower end of the
price band and 38.24 at the higher end of the price band (on a stand alone basis)

3. Peer group P/E

A) Highest 268.6
B) Lowest 17.0
C) Peer group average 103.30

D) Peer group median 75.5

Average Return on Net Worth on a consolidated basis
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Financial Period | PAT (In Rs. | Networth (Rs. In | RoONW Weight
millions) millions)

Year ended March | 81.83 422.84 19.35% 1

31, 2004

Year ended March | 131.90 512.25 25.75% 2

31, 2005

Year ended March | 633.09 1,072.81 59.01% 3

31, 2006*

Weighted 41.31%

Average

Note: The RoNW has been computed by dividing net profit after tax before share of profit

from associates, minority interest, pre-acquisition profit or loss and exceptional items
as restated, by Net Worth as at the end of the year.

* The PAT and Networth for eight months ended November 30, 2006 was Rs. 145.57
million and Rs. 1,195.95 million respectively on a consolidated basis and Rs. 135.35
million and Rs. 1,171.22 million respectively on a standalone basis.

Minimum return on total net worth post-issue to maintain pre-issue EPS is 19.65%
(consolidated) and 19.67% (stand alone) at the Cap Price and 21.61% (consolidated) and

21.63% (stand alone) at the Flo
Net Asset Value (NAYV)

i) NAYV as at March 31, 2006
ii) NAV as at March 31, 2006

iii) NAYV as at November 30, 2006
iv) NAYV as at November 30, 2006

or Price.

(stand alone)
(consolidated)
(stand alone)
(consolidated)

v) NAV after issue at the Cap Price

vi) NAYV after issue at the Floor Price

vii) Issue Price

Rs. 23.90 per Equity Share
Rs. 24.02 per Equity Share
Rs. 19.52 per Equity Share
Rs. 19.93 per Equity Share
Rs. 71.80 per Equity Share
(stand alone) and Rs. 72.17
per Equity Share
(consolidated)

Rs. 65.27 per Equity Share
(stand alone) and Rs. 65.64
per Equity Share
(consolidated)

Rs. [®] per Equity Share

Financial Period NAV based on Restated | Weight
Financial Statements (Rs.)
Consolidated | Standalone
Year ended March 31, 2004 10.57 10.58 | 1
Year ended March 31, 2005 12.81 12.74 | 2
Year ended March 31, 2006 24.02 2390 | 3
Weighted Average 18.04 17.96
Comparison with other listed companies
EPS P/E RoNW (%) | NAV/ Book | Sales (Rs. In
(TTM) (TTM) Value (Rs.) | millions)
(Rs.)
Ansal Housing 19.0 147.0 24.3 58.5 1,175
Ansal Properties 14.5 60.1 42.8 143.5 3,207
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D S Kulkarni 12.9 31.1 62.5 86.9 166

Mahindra GESCO 33 268.6 2.1 164.1 1,211

Unitech 2.5 186.2 35.0 2.8 6,531

Sobha Developers 11.9 84.7 96.2 96.5 5,966

Limited

Parsvnath 5.8 75.5 70.0 66.0 6,438

Developers Limited

Note:

o EPS for trailing twelve months (TTM) ending December 31, 2006 for each of the peer
group. Other data for peer group companies are for full fiscal year ending March, 2006.

o All figures for peer group have been sourced from Capital Market, Volume XXI/22,

Jan. 01-14, 2007 (Industry — Construction).

The BRLMs believe that the Issue Price of [e] is justified in light of the above qualitative and
quantitative factors. For further details, see the section titled “Risk Factors” beginning on page
XII of this Red Herring Prospectus and the financials of the Company including important
profitability and return ratios, as set out in the auditor’s report stated on page 165 of the Red

Herring Prospectus.
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STATEMENT OF TAX BENEFITS

To,

The Board of Directors,

Akruti Nirman Limited

Akruti Trade Centre, 6™ Floor,
Road No. 7, Marol MIDC,
Andheri (East), Mumbai — 400 093
Maharashtra, India

Dear Sirs,
Subject: Statement of Possible Tax Benefits

We hereby report that the enclosed annexure states the possible tax benefits that may be
available to Akruti Nirman Limited (the “Company”) and to the Shareholders of the Company
under the provisions of the Income Tax Act, 1961 and other direct and indirect tax laws
presently in force in India.

Several of these benefits are dependent on the Company or its shareholders fulfilling the
conditions prescribed under the relevant tax laws and their interpretations. Hence, the ability of
the Company or its Shareholders to derive tax benefits is dependent upon fulfilling such
conditions, which based on business imperatives the Company faces in the future, the Company
may or may not choose to fulfill.

The benefits discussed in the enclosed statement are not exhaustive nor are they conclusive.
This statement is only intended to provide general information and to guide the investors and is
neither designed nor intended to be a substitute for professional tax advice. A shareholder is
advised to consult his/ her/ their own tax consultant with respect to the tax implications of an
investment in the equity shares particularly in view of the fact that certain recently enacted
legislation may not have a direct legal precedent or may have a different interpretation on the
benefits, which an investor can avail.

We do not express any opinion or provide any assurance as to whether:

e The Company or its shareholders will continue to obtain these benefits in future; or

e The conditions prescribed for availing the benefits have been / would be met with.

e The revenue authorities / courts will concur with the views expressed herein.
The contents of this annexure are based on information, explanations and representations
obtained from the Company and on the basis of our understanding of the business activities and
operations of the Company. While all reasonable care has been taken in the preparation of this
opinion we accept no responsibility for any errors and omissions therein or for any loss
sustained by any person who relies on it.
This report is intended solely for information and for the inclusion in the offer Document in

connection with the proposed IPO of the Company and is not to be used, referred to or
distributed for any other purpose without our prior written consent.

For Dalal & Shah For Viral D. Doshi & Co.
Chartered Accountants Chartered Accountants
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Shishir Dalal Viral Doshi

Partner Proprietor

Membership No. 37310 Membership No. 105330
September 15, 2006
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BENEFITS AVAILABLE UNDER INCOME TAX ACT, 1961 (“THE IT ACT”)

Benefits available to the Company

a.

In accordance with and subject to the conditions specified under Section 80-IB (10) of
the IT Act, the Company is eligible for a one hundred percent deduction of the profits
derived from development and building of housing projects approved before 31 March,
2007, by a local authority.

Under section 10(34) of the IT Act, income by way of dividends referred to in section
115-0 received by the Company from domestic companies is exempt from income tax.

Under section 24(a) of the IT Act, the Company is eligible for deduction of thirty
percent of the annual value of the property (i.e. actual rent received or receivable on the
property or any part of the property which is let out).

Under section 24(b) of the IT Act, where the property has been acquired, constructed,
repaired, renewed or reconstructed with borrowed capital, the amount of interest
payable on such capital shall be allowed as a deduction in computing the income from
house property. In respect of property acquired or constructed with borrowed capital,
the amount of interest payable for the period prior to the year in which the property has
been acquired or constructed shall be allowed as deduction in computing the income
from house property in five equal installments beginning with the year of acquisition or
construction.

Under section 80IA of the IT Act, deduction of an amount equal to 100 percent of
profits and gains derived from eligible business is deductible for any 10 consecutive
assessment years out of fifteen years beginning from the year in which an undertaking
develops, develops and operates or maintains and operates an industrial park or special
economic zone (from assessment year 2002-03) notified for this purpose in accordance
with any scheme framed and notified by the Central Government for the period from
April 1, 1997 to March 31,2009 in case of an industrial park and March 31, 2006 for
special economic zones. Subsequent to March 31, 2006 100 percent of the profits is
deductible for the balance number of years (out of 10 years) under section 80IAB of
the Act.

Under section 115JAA(2A) of the IT Act, tax credit shall be allowed in respect of any
tax paid (MAT) under section 115JB of the Act for any Assessment Year commencing
on or after Ist April 2006. Credit eligible for carry forward is the difference between
MAT paid and the tax computed as per the normal provisions of the Act. Such MAT
credit shall not be available for set-off beyond 7 years immediately succeeding the year
in which the MAT credit initially arose.

Benefits available to resident shareholders, approved infrastructure capital companies,
infrastructure capital funds and co-operative banks

a.

Under section 10(34) of the IT Act, income by way of dividends referred to in section
115-0 received on the shares of the Company is exempt from income tax in the hands
of shareholders.

Under section 48 of the IT Act, which prescribes the mode of computation of capital
gains, provides for deduction of cost of acquisition / improvement and expenses
incurred wholly and exclusively in connection with the transfer of a capital asset, from
the sale consideration to arrive at the amount of capital gains. However, as per second
proviso to section 48 of the IT Act, in respect of long term capital gains (i.e. shares
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held for a period exceeding 12 months) from transfer of shares of Indian Company, it
permits 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 IT Act, long term capital gains arising to a shareholder on
transfer of equity shares in the Company would be exempt from tax where the sale
transaction has been entered into on a recognized stock exchange of India and is liable
to securities transaction tax.

Under section 112 of the IT Act and other relevant provisions of the IT Act, long term
capital gains, (other than those exempt under section 10(38) of the IT Act) arising on
transfer of shares in the Company, would be subject to tax at a rate of 20 percent (plus
applicable surcharge and education cess) after indexation. The amount of such tax
should however be limited to 10% (plus applicable surcharge and education cess)
without indexation, at the option of the shareholder, if the transfer is made after listing
of shares.

Under section S4EC of the IT Act and subject to the conditions and to the extent
specified therein, long-term capital gains (other than those exempt under section
10(38) of the IT Act) arising on the transfer of shares of the Company would be exempt
from tax if such capital gain is invested within 6 months after the date of such transfer
in the bonds (long term specified assets) issued by:

(a) National Highway Authority of India constituted under section 3 of The
National Highway Authority of India Act, 1988;

(b) Rural Electrification Corporation Limited, the company formed and registered
under the Companies Act, 1956.

If only part of the capital gain is so reinvested, the exemption available shall be in the
same proportion as the cost of long term specified assets bears to the whole of the
capital gain. However, in case the long term specified asset is transferred or converted
into money within three years from the date of its acquisition, the amount so exempted
shall be chargeable to tax during the year such transfer or conversion. The cost of the
long term specified assets, which has been considered under this Section for calculating
capital gain, shall not be allowed as a deduction from the income-tax under Section
80C of the IT Act for any assessment year beginning on or after April 1, 2006.

Under section S4ED of the IT Act and subject to the conditions specified therein,
capital gains (in cases not covered under section 10(38) of the IT Act) arising before 1
April, 2006 from transfer of long term capital assets, being listed securities or units,
shall not be chargeable to tax to the extent such gains are invested in acquiring equity
shares forming part of an “eligible issue of capital”, within a period of six (6) months
from the date of such transfer and held for a period of at least one year. For the
purposes of this section, “Eligible issue of capital” has been defined to mean issue of
equity shares which satisfies the following conditions, namely

(a) the issue is made by a public company formed and registered in India;
(b) the shares forming part of the issue are offered for subscription to the public.
Under section 54F of the IT Act and subject to the conditions specified therein, long-

term capital gains (other than those exempt from tax under Section 10(38) of the IT
Act) arising to an individual or a Hindu Undivided Family (‘HUF’) on transfer of
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shares of the Company will be exempt from capital gains tax subject to certain
conditions, if the net consideration from transfer of such shares are used for purchase of
residential house property within a period of 1 year before or 2 years after the date on
which the transfer took place or for construction of residential house property within a
period of 3 years after the date of such transfer.

Under section 111A of the IT Act and other relevant provisions of the IT Act, short-
term capital gains (i.e., if shares are held for a period not exceeding 12 months) arising
on transfer of equity share in the Company would be taxable at a rate of 10 percent
(plus applicable surcharge and education cess) where such transaction of sale is entered
on a recognized stock exchange in India and is liable to securities transaction tax.
Short-term capital gains arising from transfer of shares in a Company, other than those
covered by section 111A of the IT Act, would be subject to tax as calculated under the
normal provisions of the IT Act.

In terms of section 88E of the Act, the securities transaction tax paid by the
shareholder in respect of the taxable securities transactions entered into in the course of
his business would be eligible for rebate from the amount of income-tax on the income
chargeable under the head “Profit and gains of business or profession” arising from
taxable securities transactions. Such rebate is to be allowed from the amount of income
tax in respect of such transactions calculated by applying average rate of income tax on
such income. As such, no deduction will be allowed in computing the income
chargeable to tax as capital gains, such amount paid on account of securities transaction
tax.

Benefits available to mutual funds

As per the provisions of Section 10(23D) of the IT Act, Mutual Funds registered under
the Securities and Exchange Board of India or Mutual Funds set up by Public Sector
Banks or Public Financial Institutions or authorized by the Reserve Bank of India and
subject to the conditions specified therein, would be eligible for exemption from
income tax on their income.

Benefits available to foreign institutional investors (‘FIIs’)

Under section 10(34) of the IT Act, income by way of dividends referred to in Section
115-0 received on the shares of the Company is exempt from income tax in the hands
of shareholders.

Under section 10(38) of the IT Act, long term capital gains arising to a shareholder on
transfer of equity shares in the Company would be exempt from tax where the sale
transaction has been entered into on a recognized stock exchange of India and is liable
to securities transaction tax.

Under section S4EC of the IT Act and subject to the conditions and to the extent
specified therein, long-term capital gains (other than those exempt under section
10(38) of the IT Act) arising on the transfer of shares of the Company would be exempt
from tax if such capital gain is invested within 6 months after the date of such transfer
in the bonds (long term specified assets) issued by:

(a) National Highway Authority of India constituted under section 3 of The
National Highway Authority of India Act, 1988;

(b) Rural Electrification Corporation Limited, the company formed and registered
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under the Companies Act, 1956.

If only part of the capital gain is so reinvested, the exemption available shall be in the
same proportion as the cost of long term specified assets bears to the whole of the
capital gain. However, in case the long term specified asset is transferred or converted
into money within three years from the date of its acquisition, the amount so exempted
shall be chargeable to tax during the year such transfer or conversion.

e Under section S4ED of the IT Act and subject to the conditions specified therein,
capital gains (in cases not covered under section 10(38) of the IT Act) arising before 1*
April, 2006 from transfer of long term capital assets, being listed securities or units,
shall not be chargeable to tax to the extent such gains are invested in acquiring equity
shares forming part of an “eligible issue of capital”, within a period of six (6) months
from the date of such transfer and held for a period of at least one year. For the
purposes of this section, “Eligible issue of capital” has been defined to mean issue of
equity shares which satisfies the following conditions, namely

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

e Under section 115AD (1)(ii) of the IT Act short term capital gains on transfer of
securities shall be chargeable @ 30% and 10% (where such transaction of sale is
entered on a recognized stock exchange in India and is liable to securities transaction
tax). The above rates are to be increased by applicable surcharge and education cess.

e Under section 115AD(1)(iii) of the IT Act income by way of long term capital gain
arising from the transfer of shares (in cases not covered under section 10(38) of the
Act) held in the company will be taxable @10% (plus applicable surcharge and
education cess). It is to be noted that the benefits of indexation and foreign currency
fluctuations are not available to FIIs.

e As per section 90(2) of the IT Act, provisions of the Double Taxation Avoidance
Agreement between India and the country of residence of the FII would prevail over
the provisions of the IT Act to the extent they are more beneficial to the FII.

e In terms of section 88E of the IT Act, the securities transaction tax paid by the
shareholder in respect of the taxable securities transactions entered into in the course of
his business would be eligible for rebate from the amount of income-tax on the income
chargeable under the head “Profit and gains of business or profession” arising from
taxable securities transactions. Such rebate is to be allowed from the amount of income
tax in respect of such transactions calculated by applying average rate of income tax on
such income. As such, no deduction will be allowed in computing the income
chargeable to tax as capital gains, such amount paid on account of securities transaction
tax.

Benefits available to venture capital companies/ funds

e Under section 10(23FB) of the IT Act, any income of Venture Capital companies/
Funds (set up to raise funds for investment in venture capital undertaking notified in
this behalf) registered with the Securities and Exchange Board of India would be
exempt from income tax, subject to conditions specified therein. As per section 115U
of the IT Act, any income derived by a person from his investment in venture capital
companies/ funds would be taxable in the hands of the person making an investment in
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the same manner as if it were the income received by such person had the investments
been made directly in the venture capital undertaking.

Benefits available to non-residents/ non-resident Indian shareholders (other than mutual
funds, F1Is and foreign venture capital investors)

e Under section 10(34) of the IT Act, income by way of dividends referred to in Section
115-0 received on the shares of the Company is exempt from income tax in the hands
of shareholders.

e Under section 10(38) of the IT Act, long term capital gains arising to a shareholder on
transfer of equity shares in the Company would be exempt from tax where the sale
transaction has been entered into on a recognized stock exchange of India and is liable
to securities transaction tax.

e Under the first proviso to section 48 of the IT Act, in case of a non resident
shareholder, in computing the capital gains arising from transfer of shares of the
company acquired in convertible foreign exchange (as per exchange control
regulations) (in cases not covered by section 115E of the IT Act-discussed hereunder),
protection is provided from fluctuations in the value of the Rupee in terms of foreign
currency in which the original investment was made. Cost indexation benefits will not
be available in such a case. The capital gains/ loss in such a case is computed by
converting the cost of acquisition, sales consideration and expenditure incurred wholly
and exclusively in connection with such transfer into the same foreign currency which
was utilized in the purchase of the shares.

e Under section 112 of the IT Act and other relevant provisions of the IT Act, long term
capital gains, (other than those exempt under section 10(38) of the IT Act) arising on
transfer of shares in the Company, would be subject to tax at a rate of 20 percent (plus
applicable surcharge and education cess) after indexation. The amount of such tax
should however be limited to 10% (plus applicable surcharge and education cess)
without indexation, at the option of the shareholder, if the transfer is made after listing
of shares.

e Under section S4EC of the IT Act and subject to the conditions and to the extent
specified therein, long-term capital gains (other than those exempt under section
10(38) of the IT Act) arising on the transfer of shares of the Company would be exempt
from tax if such capital gain is invested within 6 months after the date of such transfer
in the bonds (long term specified assets) issued by:

(a) National Highway Authority of India constituted under section 3 of The
National Highway Authority of India Act, 1988;

(b) Rural Electrification Corporation Limited, the company formed and registered
under the Companies Act, 1956.

If only part of the capital gain is so reinvested, the exemption available shall be in the
same proportion as the cost of long term specified assets bears to the whole of the
capital gain. However, in case the long term specified asset is transferred or converted
into money within three years from the date of its acquisition, the amount so exempted
shall be chargeable to tax during the year such transfer or conversion.

e Under section S4ED of the IT Act and subject to the conditions specified therein,
capital gains (in cases not covered under section 10(38) of the IT Act) arising before 1*
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April, 2006 from transfer of long term capital assets, being listed securities or units,
shall not be chargeable to tax to the extent such gains are invested in acquiring equity
shares forming part of an “eligible issue of capital”, within a period of six (6) months
from the date of such transfer and held for a period of at least one year. For the
purposes of this section, “Eligible issue of capital” has been defined to mean issue of
equity shares which satisfies the following conditions, namely

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

e Under section 54F of the IT Act and subject to the conditions specified therein, long-
term capital gains (other than those exempt from tax under Section 10(38) of the IT
Act) arising to an individual or a Hindu Undivided Family (‘HUF’) on transfer of
shares of the Company will be exempt from capital gains tax subject to certain
conditions, if the net consideration from transfer of such shares are used for purchase of
residential house property within a period of 1 year before or 2 years after the date on
which the transfer took place or for construction of residential house property within a
period of 3 years after the date of such transfer.

e Under section 111A of the IT Act and other relevant provisions of the IT Act, short-
term capital gains (i.e., if shares are held for a period not exceeding 12 months) arising
on transfer of equity shares in the Company would be taxable at a rate of 10 percent
(plus applicable surcharge and education cess) where such transaction of sale is entered
on a recognized stock exchange in India and is liable to securities transaction tax.
Short-term capital gains arising from transfer of shares in a Company, other than those
covered by section 111A of the IT Act, would be subject to tax as calculated under the
normal provisions of the IT Act.

Where shares of the Company have been subscribed in convertible foreign exchange, Non-
Resident Indians (i.e. an individual being a citizen of India or person of Indian origin who is not
a resident) have the option of being governed by the provisions of Chapter XII-A of the IT Act,
which inter alia entitles them to the following benefits:

e Under section 115E of the IT Act, where the total income of a non-resident Indian
includes any income from investment or income from capital gains of an asset other
than a specified asset, such income shall be taxed at a concessional rate of 20 per cent
(plus applicable surcharge and education cess). Also, where shares in the company are
subscribed for in convertible foreign exchange by a Non-Resident India, long term
capital gains arising to the non-resident Indian shall be taxed at a concessional rate of
10 percent (plus applicable surcharge and education cess). The benefit of indexation of
cost and the protection against risk of foreign exchange fluctuation would not be
available.

e Under provisions of section 115F of the IT Act, long term capital gains (in cases not
covered under section 10(38) of the IT Act) arising to a non-resident Indian from the
transfer of shares of the Company subscribed to in convertible Foreign Exchange (in
cases not covered under section 115E of the IT Act) shall be exempt from Income tax,
if the net consideration is reinvested in specified assets or in any savings certificates
referred to in section 10(4B), within six months of the date of transfer. If only part of
the net consideration is so reinvested, the exemption shall be proportionately reduced.
The amount so exempted shall be chargeable to tax subsequently, if the specified assets
are transferred or converted into money within three years from the date of their
acquisition.
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e Under provisions of section 115G of the IT Act, it shall not be necessary for a Non-
Resident Indian to furnish his return of income under section 139(1) if his income
chargeable under the Act consists of only investment income or long term capital gains
or both; arising out of assets acquired, purchased or subscribed in convertible foreign
exchange and tax deductible at source has been deducted there from as per the
provisions of Chapter XVII-B of the IT Act.

e In terms of Section 88E of the IT Act, the securities transaction tax paid by the
shareholder in respect of the taxable securities transactions entered into in the course of
his business would be eligible for rebate from the amount of income-tax on the income
chargeable under the head “Profit and gains of business or profession” arising from
taxable securities transactions. Such rebate is to be allowed from the amount of income
tax in respect of such transactions calculated by applying average rate of income tax on
such income. As such, no deduction will be allowed in computing the income
chargeable to tax as capital gains, such amount paid on account of securities transaction
tax.

e As per Section 90(2) of the IT Act, provisions of the Double Taxation Avoidance
Agreement between India and the country of residence of the Non-Resident/ Non-
Resident India would prevail over the provisions of the IT Act to the extent they are
more beneficial to the Non-Resident/ Non-Resident India.

BENEFITS AVAILABLE UNDER THE WEALTH TAX ACT, 1957

Asset as defined under Section 2(ea) of the Wealth tax Act, 1957 does not include shares in
companies and hence, shares of the Company held by the shareholders would not be liable to
wealth tax.

BENEFITS AVAILABLE UNDER THE GIFT-TAX ACT

Gift tax is not leviable in respect of any gifts made on or after 1 October, 1998. Therefore, any
gift of shares of the Company will not attract Gift tax.

Notes:

o The above statement of possible direct tax benefits sets out the provisions of law in a
summary manner only and is not a complete analysis or listing of all potential tax
consequences of the purchase, ownership and disposal of equity shares;

e The above statement of possible direct tax benefits sets out the possible tax benefits
available to the Company and its shareholders under the current tax laws presently in
force in India. Several of these benefits are dependent on the Company or its
shareholders fulfilling the conditions prescribed under the relevant tax laws;

e This statement is only intended to provide general information to the investors and is
neither designed nor intended to be a substitute for professional tax advice. In view of
the individual nature of the tax consequences and changing tax laws, each investor is
advised to consult his or her own tax consultant with respect to the specific tax
implications arising out of their participation in the issue;

e [n respect of non-residents, the tax rates and the consequent taxation mentioned above
shall be further subject to any benefits available under the Double Taxation Avoidance
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Agreement, if any, between India and the country in which the non-resident has fiscal
domicile; and

The stated benefits will be available only to the sole/first named holder in case the
shares are held by joint shareholders.
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INDUSTRY OVERVIEW

The information in this section is derived from various government publications and other
industry sources. Neither we nor any other persons connected with the Issue have 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 that 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.

The Indian Economy

India has one of the fastest growing economies in the world, with GDP growth of 8.5%, 7.5%
and 8.4% in the fiscal 2004, 2005 and 2006, respectively (Source: Central Statistical
Organisation). The RBI estimates full year GDP growth of 7.5% to 8.0% in the current fiscal
year. The growth of the Indian economy has been spread across various sectors, with both the
service and industrial sectors registering growth of over 9.0% in fiscal 2006. Within the
industrial sector, while manufacturing growth has accelerated from 7.1% in fiscal 2004 to 9.0%
in fiscal 2006, construction growth has seen double digit growth in each of the last three years,
registering 12.1% in fiscal 2006. The agriculture sector grew at 3.9%, in fiscal 2006, compared
to the Government’s target of 4.0%. Services registered strong growth of 9.7% in fiscal 2006 as
against 9.2% in fiscal 2005.

Overview of the Real Estate Sector in India

The recent growth of the real estate sector in India has been driven by robust economic growth,
favourable demographics and a relatively low interest rate environment. The real estate sector
has traditionally been characterized by a substantial gap between demand and supply.
Development of the sector is predominantly led by private sector players.

Household consumption continues to be a key growth driver for the Indian economy, supported
by an increase in housing demand. The residential, commercial and retail sub-sectors are
currently witnessing growth in demand throughout India.

A report released by CRIS-INFAC states that real estate construction is expected to grow at a
2-year CAGR of 5% with a total of over Rs. 5,106 billion expected to be invested in fiscal
2006, 2007 and 2008 as against a total investment of Rs. 4,504 billion in fiscal 2003, 2004 and
2005.

The following factors are expected to drive the growth of the Indian real estate market:
1. Rising demand for residential accommodation;

2. Continued demand from the Information Technology (IT) and Information Technology
Enabled Services (ITES) sectors for commercial space;

3. Rising retail demand in urban and semi-urban areas ; and

4. A favourable economic policy (in particular the FDI regime relating to real estate)

Jones Lang LaSalle has classified the following cities in its research on “Emerging City
Winners” published in September 2005 (Source: www. joneslanglasalle.com):

Tier I: Bangalore, Delhi and Mumbai;
Tier II: Chennai, Hyderabad, and Pune; and
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Tier III: Ahmedabad, Baroda, Bubaneshwar, Chandigarh, Cochin, Coimbatore, Indore, Jaipur,
Kolkata, Ludhiana, Lucknow, Mangalore, Mysore, Nagpur, Nasik, Vizag, Trivandrum and 23
other cities with a population of over 1 million

These cities offer considerable cost savings and access to significant pool of skilled labour, and
are expected to drive real estate demand in the country.

Regulatory reforms
Governing Law and Authorities

The principal statute governing real estate transactions in India is The Transfer of Property Act,
1882 which deals with real estate transfers, conveyances, gifts, mortgage, and leases. However
under the Constitution of India, states have legislative and administrative jurisdiction in respect
of lands falling within their boundaries. Legislation varies from state to state and there are
different laws relating to matters such as land ceilings, land use, stamp duties, land revenue and
consolidation of holdings. Municipal authorities, town planning and zoning regulatory
authorities also have jurisdiction over such matters. These authorities prescribe and control
development norms, building plans and byelaws and the provision of infrastructure facilities for
developments. There is significant overlap between national and state-level legislation and
administration in respect of land in India. Lately, environmental issues have become
increasingly important in large-scale developments.

Legal reforms

Historically, the real estate market in India was characterized by the absence of a centralized
title registry providing title guarantee, lack of uniformity in local laws and their application,
non-availability of bank financing, high interest rates and transfer taxes, and lack of
transparency in transaction values. In recent years, the real estate sector in India has exhibited a
trend towards greater organization and transparency, accompanied by a programme of
regulatory reform. These reforms include:

e Government of India support for the repeal of the Urban Land Ceiling Act in 1999,
with nine state governments having already repealed the Act;

e Amendment of the Rent Control Act to provide greater protection to landlords of
residential properties;

e Rationalization of property taxes in a number of states; and
e The proposed computerization of land transaction records.

These initiatives have contributed to a perception of greater organization and transparency in
the real estate sector, resulting in easier availability of financing for real estate developers.

Key drivers for real estate sector growth

e Changing demographics with rising disposable income and increasing consumerism

The increase in consumption spending in India arising from changing demographics
and the resultant rise in income levels has resulted in strong demand for quality
housing and created distinct consumer preferences for value-added products across the
retail spectrum, providing a platform for the rapid growth of the retailing and real estate
sector. CRIS INFAC estimates that the proportion of the total population with an
annual income higher than Rs. 90,000 increased from 20.4% in fiscal 1996 to 28.1% in
fiscal 2002. However, the proportion of this higher income group as a percentage of the
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urban population has increased at a higher rate, from 45% in fiscal 1999 to 51% in
fiscal 2002, and is expected to reach 63% in fiscal 2010. (CRIS INFAC Annual Review
on Retailing Industry — September 2005).

. Increasing urbanization

The Planning Commission estimates that by 2020, India’s urban population as a
percentage of total population will rise to 40%. It estimates that 400 million people
will live in 60-70 large cities, each with a population of one million or more. Tier III
cities are believed to provide a cost advantage of 15%-30% over Tier I and Tier II
cities.

. Availability of capital

As demand for investment has grown, a number of financing options have opened up
for real estate developers. Historically, the real estate sector has suffered from a
negative image due to lack of corporate/professional developers, title issues, as well
as a lack of organised commercial development projects. Historically, institutional
finance was not readily available and was offered at very high interest rates. As a
result most developers traditionally arranged finance through private sources. This
situation is gradually changing, as corporate developers with successful track records
are now able to access institutional finance including lending from banks,
investments from real estate funds and increasing access to domestic and
international capital markets.

Bank Finance

Indian credit rating agencies have developed a ratings system for developers and projects,
enabling developers to access bank and institutional finance at lower rates than would
otherwise be available. Active players in development financing in India include Housing
Development Finance Corporation, ICICI Bank and State Bank of India.

Real estate funds

With the relaxation of the FDI regime in India, a number of foreign investors have entered the
real estate market. In addition to international funds, Indian corporates have set up their own
dedicated real estate funds. At present, only high net worth individuals, institutional investors
and foreign investors are eligible to invest in such funds. Recently, a small number of real
estate funds have been set up with corporate backing but it is thought likely that mass
participation and larger amounts may be infused in this sector once real estate mutual funds are
launched.

Challenges facing the Indian Real Estate Sector

¢ Regional concentration of existing players: Features peculiar to the Indian real estate
sector, such as the differing tastes in different parts of the country, difficulties in mass
land acquisition, the absence of infrastructure to market projects at new locations, the
wide range of approvals to be obtained from different authorities at various stages of
construction under local laws, and the long gestation period of projects have led most
real estate developers in India to focus their operations in the areas most familiar to
them. As a result, currently there are very few players who can claim to operate at the
national level.
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¢ Fragmentation of market: The Indian real estate sector is highly fragmented with a
significant disorganized segment comprising small builders and contractors accounting
for a majority of the housing units constructed. As a result it is difficult to obtain
consolidated data on this market.

¢ Unpredictable demand, which is dependent on many factors: A challenge faced by
real estate developers is generating demand for properties constructed. In addition to
quality of construction, a customer’s choice of property is also dependent on a number
of external factors including proximity to urban areas, amenities such as schools, roads
and water supply (which are often beyond the developer’s control). Demand for
housing units in certain areas is also influenced by policy decisions relating to housing
incentives.

¢ Rising prices of raw materials: Construction activities are often funded by purchasers
who make cash advances at different stages of construction. As such, the final amount
of revenue from a project is pre-determined and the realisation of this revenue is spread
across the period of construction. A challenge faced by real estate developers is dealing
with adverse movements in costs of raw materials. The real estate sector is dependent
on a number of components such as cement, steel, bricks, wood, sand, gravel and
paints. As the revenues from sale of units are pre-decided, adverse price changes in any
of the raw materials directly affect the profitability of developers.

e Interest rates: One of the main drivers of growth in demand for housing units is the
availability of finance at cheap rates. This trend of rising interest rates may affect the
growth rate of demand for housing units.

The Indian real estate market has traditionally received limited funding from the organized
financial sector. The main reasons have been lack of clarity on title, the fact that many
businesses operate as unincorporated ventures, and a heavy reliance on cash transactions.

Corporate governance, corporatisation and professionalisation of real estate business in India
will remain major challenges. This is mainly because of its nature until recently and lack of
availability of trained and experienced professionals.

Residential real estate development

Growth in the residential sector in India has been driven mainly by rising disposable income, a
rapidly growing middle class, affordable interest rates, fiscal incentives on both interest and
principal payments for housing loans, as well as increased urbanization and the rise of the
nuclear family. The conversion of slum, “kutcha” or “semi-pucca” in urban areas to “pucca”
non-slums dwelling units has also contributed to residential growth. According to the National
Building Organization (“NBO”), there was a housing shortage of 19.4 million units with a
shortage of 12.7 million in rural areas and 6.7 million in urban areas as of March 2006.

The average age for ownership of new homes is declining drastically. Younger customers and
nuclear families are creating fundamentally different customer segments.

The mortgage to GDP ratio in India is relatively low compared to many other countries. The
current mortgage to GDP ratio is approximately 4% against an average mortgage to GDP ratio
of 30% for a selection of countries in East and South East Asia (Hong Kong: 49%; Taiwan:
37%; Singapore: 36%; Malaysia: 23%; Korea: 13%) and 51% in the United States of America
and 54% in the United Kingdom. (Source: HDFC annual investor’s presentation- dated April
27, 2006, www.hdfc.com).
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The residential property market has benefited from a low interest rate regime as well as liberal
tax benefits. Another major contributory factor in the growth of residential housing is income
tax incentives on housing loans. Currently, an income tax deduction is available on the interest
component (up to Rs.150,000 p.a.) on housing loans and a rebate of Rs.20,000 per annum on
principal repayment.

Growing demand for housing, coupled with higher prices, low interest rates on housing loans
and low deposit rates over the last few years have together stimulated investment in housing as
an alternative investment product category.

Under penetration of residential ownership

Usable Housing Stock (in No. of households (in

Years mm) mm) Shortfall (in mm)
1961 70 83.5 13.5
1971 83 97.6 14.6
1981 101 122.8 21.8
1991 130 153.4 23.4
2005E 170 189.4 19.4

Source: HDFC (April 2006), NBO

CRIS-INFAC estimates: Housing sector

CAGR 5-year
(from 2004-05
2004-05 2009-10 to 2009-10)

New houses (million) 4.7 53 2.4%

Total FSA (billion sq ft) 99 110 2.1%

FSA added during the year (billion 25 3.0 --

sq ft)

Investments in housing construction 9,176 -

Declared housing spend (Rs billion) 1,718 4,034 18.6%

Source: CRIS-INFAC, Construction February 2006

Commercial real estate development

In the commercial real estate sector, business opportunities are presented by the amount of
outsourcing activity occuring in India, particularly in the IT and ITES sectors. Within these IT
and ITES sectors, the Indian offshoring operations of multinational companies are expected to
increase demand for commercial space.

CRIS-INFAC has reported that the growth in IT and ITES is likely to double construction
investment to Rs.148 billion (118 million sq. ft) by 2007-08 as compared with investment of
Rs.74 billion (61 million sq. ft) in the fiscal 2004 to 2006. Investments are based on CRIS-
INFAC’s estimate of manpower and workspace requirements in the sector.

Office space construction by IT and ITES companies

Total area (mm sq ft) Estimated cost (Rs. billion)




2002-03 15 17

2003-04 21 19
2004-05 23 25
2005-06 29 32
2006-07 37 40
2007-08 48 60

Source: CRIS-INFAC

Indian companies are also increasing land banks for their own operations in order to
accommodate their significant expansion plans.

Retail real estate development

India’s strengthening macro-economic scenario and changing demographic profile have played
a major role in the growth and emergence of the local retail sector. CRIS-INFAC estimates that
retail spending in India in 2005 was Rs. 9,990 billion, of which the organised sector accounted
for Rs. 349 billion, or approximately 3.5%. The size of the organised sector is expected to grow
at 25-30% per annum, reaching Rs. 1,095 billion in 2010.

CRIS-INFAC estimates that the current pace of activity in mall construction across India will
result in around 105 million sq ft of mall space by 2010. This would translate into estimated
construction investment of Rs.112 billion over the next five years.

While organized retail has so far been limited to large cities, retailers have announced major
expansion plans in smaller cities and towns. Over the past few years, the share of smaller cities
as a percentage of organized retail has been growing steadily. According to a CRIS-INFAC
study of the total mall space expected to be available by 2010, Mumbai, Pune, NCR (including
Delhi, Gurgaon, Noida, Greater Noida, Faridabad and Ghaziabad), Bangalore and Hyderabad
will have a share of 74%, while the remaining 26% will be made up by cities such as Kolkata,
Chennai, Ahmedabad, Jaipur, Nagpur, Lucknow, Indore, Ludhiana and Chandigarh.

In the retail segment, as the market grows quickly, newer and larger formats along with the
likely entry of global retail companies into the Indian market (subject to government policy
revisions with respect to FDI in retailing) will necessitate greater variety and maturity in the
retail real estate market.

Apart from speciality malls, multiplex movie theatres and entertainment theme parks are the
other two growing segments within retail real estate.

The major organized retailers in India currently include Tata-Trent, Pantaloon, Shoppers’ Stop
and the RPG Group. Major business groups such as Reliance, Bennett & Coleman, Hindustan
Lever, Hero Group and Bharti have announced their entry plans for the retail sector.

Hotels

The hotel industry in India is witnessing robust growth on the back of a strong economy,
increased business travel and tourism. Also, the changing lifestyle of Indians has created
demand for quality hotels and resorts across the country.
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CRIS-INFAC expects that room demand will grow by approximately 4% in each of fiscal 2006
and 2007, and that this demand will result in an increase in occupancy rates from 72% in fiscal
2005 to 75% in fiscal 2006 and 2007 across India’s larger cities. This is expected to be
accompanied by increases in average room rates of 27% and 21% in each of fiscal 2006 and
2007. It is expected that the growth in occupancy rates will be assisted by factors such as the
estimated 10% CAGR in the number of travellers arriving in India over the next five years.
Further, CRIS -INFAC estimates that investments in the premium segment of the hotel industry
will be between Rs. 20 billion and Rs. 23 billion in the aggregate over the next five years
(“Hotels get pricing power,” (February 2006), CRIS-INFAC).

The rise in room rates and occupancy rates is therefore expected to contribute significantly to
the demand for new hotel developments and offer further opportunities for real estate
development.

Special Economic Zones (‘“SEZs”)

SEZs are specifically delineated duty-free enclaves deemed to be foreign territories for the
purpose of Indian custom controls, duties and tariffs. There are three main types of SEZs:
integrated SEZs, services SEZs and sector specific SEZs. Due to a 10-year tax holiday, these
SEZs are expected to attract software companies, due in part to the expiry in 2009 of tax breaks
applicable to existing Software Technology Parks. Further, one third of approvals granted for
SEZs so far have been for IT and ITES SEZs. As at March 31, 2005 there were 811 units in
operation in the 8 functional SEZs. SEZs are expected to require substantial real estate
investment and development.

61



OUR BUSINESS
In this section, unless the context otherwise requires, references to "we", "us", "our" and "our
Company" refer to Akruti Nirman Limited and its subsidiaries taken as a whole.

OVERVIEW

We are a real estate development company in Mumbai, India. At present, our primary business
is the development of commercial and residential properties. Our operations include the
identification and acquisition of land and land development rights, and the planning, execution
and marketing of our projects. In our commercial business line, we build, lease and sell
commercial office space, including office towers and information technology parks, with a
focus on properties attractive to the information technology, information technology enabled
services ("ITES") and business processing outsourcing ("BPO") industries and large
multinational companies. In our residential business line, we develop multi-unit residential
apartment buildings with residences ranging from one bedroom flats to higher end, five
bedroom residences. In our new retail business line, we are currently developing our first six
shopping malls which contain space for retail units, food courts, banquet halls and restaurants
and in which we intend to lease space to retailers upon their completion.

A key focus area of our business has been real estate development on slum rehabilitation land,
pursuant to the slum rehabilitation scheme initiated by the Government of Maharashtra
(“GOM”) in 1992, whereby in return for constructing new residential buildings for former slum
dwellers, the GOM grants us either the right to develop a proportion of former slum land for
our own purposes, or transferable development rights (“TDRs”), which permit us to develop
land in certain parts of Mumbai that are outside the relevant slum area. Since we undertook our
first real estate development project in 1989, we have developed nearly 5.0 million square feet
of building area, of which approximately 4.8 million square feet, or 97%, has been developed
on land made available for development through our participation in slum rehabilitation
projects. We have constructed new dwellings on, and handed over free of charge, 3.6 million
square feet of residential space on these lands to provide housing for former slum dwellers. We
have used the remaining land to develop 1.4 million square feet of saleable or leasable building
area in commercial and residential developments. Our participation in slum rehabilitation
projects in Mumbai has allowed us to obtain strategically located land for our real estate
development projects at a lower cost than we would otherwise incur for the purchase of
comparable, developable urban land in Mumbai.

Of the nearly 5.0 million square feet of building area that we have developed since
incorporation, the Company and its subsidiaries have developed approximately 2.8 million
square feet, or 56%, of such land, and approximately 2.2 million square feet, or 44%, have been
developed either in partnership with other companies in the real estate sector, as part of joint
venture arrangements, or as part of a consortium.

Historically, we have focused our business on real estate development in Mumbai. However, as
part of our growth strategy, we have commenced plans to expand into Pune and Bangalore, and
intend to expand our business into other cities, particularly where we see future potential for
slum rehabilitation. We also intend to further diversify our business lines by selectively
exploring new concepts for large scale development projects, such as Bio-IT Parks, new
townships and serviced apartments and hotels.

In respect of our projects under development, as of November 30, 2006 we had development
rights over 11,763,000 square feet of land area, primarily located in Mumbai. Of this area,
8,026,000 square feet represent slum rehabilitation land owned by the applicable slum
rehabilitation authorities and 3,737,000 square feet was acquired or leased by us from third
parties. Our management believes that we will be able to develop approximately 13,256,000
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square feet of saleable or lettable building area on these lands, in addition to generating 293,000
square feet of TDRs.

In respect of our future projects, as of November 30, 2006, we had also initiated steps to
acquire development rights over a further 1,654,000 square feet of land area, primarily located
in Mumbai, in respect of which our management believes, based on applicable zoning
regulations, that we will be able to develop approximately 3,122,000 square feet of saleable or
lettable building area, in addition to generating 451,000 square feet of TDRs. In addition, we
have entered into an agreement with a third party to acquire TDRs representing approximately
2,613,000 square feet of area, if such TDRs are allocated to the third party by the GOM, which
we intend to sell in the market.

We recently retained Knight Frank, CB Richard Ellis and Trammell Crow Meghraj,
international property consultants (our "Valuers"), to perform a property valuation in respect of
our projects under development and projects in respect of which we have taken steps to acquire
development rights. The Valuers have reported as follows:

e Knight Frank has valued sixteen of our projects, and has opined that as of September
15, 2006, the net present value of such projects is Rs.25,190 million, of which the
Company’s share is Rs.12,611 million;

e (B Richard Ellis has valued three of our projects, and has opined that as of September
15, 2006, the open market value of such projects is Rs.2,852 million, of which the
Company’s share is Rs.2,852 million;

e Trammell Crow Meghraj has valued sixteen of our projects, and has opined that as of
September 15, 2006, the fair market value of such projects is Rs.57,911 million, of
which the Company’s share is Rs.24,816 million (including Rs.1,772 million
representing the value of the TDRs proposed to be acquired from a third party if
allocated by the GOM, as referenced above).

Our management believes that it will take us approximately three to five years to complete our
ongoing and currently planned projects and develop the remaining land.

In the three years ended March 31, 2004, 2005 and 2006, our total income was Rs.525.95
million, Rs.686.90 million and Rs.2,052.82 million, respectively, and our profit after tax and
exceptional items was Rs.81.83 million, Rs.131.90 million and Rs.633.09 million respectively.

OUR COMPANY HISTORY

In 1989, we were incorporated, commenced our real estate development work and undertook
our first residential development project. Following the introduction of the Slum Rehabilitation
Scheme in 1992 by the GOM, we have been instrumental in implementing slum rehabilitation
projects in Mumbai, the capital of Maharashtra state. In 1992, we began our participation in
slum rehabilitation projects authorised by the GOM's Slum Redevelopment Committee (the
"SRC"), which governmental entity was later converted by statute in 1995 into the Slum
Rehabilitation Authority ("SRA"), an agency of the GOM. We received our first rehabilitation
engagement from the SRC in September 1996 and delivered our first new unit to former slum
dwellers in October 1997. In March 2001 we completed development of Akruti Softech Park, a
private software technology park in Mumbai.

Our management standards and systems have been recognised by various leading accreditation

organisations. We have been awarded ISO 9001: 2000 certification in recognition of our
management standards and systems. We have also been awarded a “DA2” rating from the
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Credit Rating Information Services of India (“CRISIL”), which recognised our ability to
specify and build to agreed quality levels and transfer clear title within stipulated time
schedules. These ISO and CRISIL certifications currently remain in effect with regard to our
company, and are subject to annual review.

The following map illustrates the locations of our projects completed and under development in
Mumbai as of November 30, 2006.
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COMPETITIVE STRENGTHS
We believe that the following are our primary competitive strengths:
Active in a diverse range of real estate development business segments

We undertake a diverse range of real estate opportunities, including commercial, residential and
retail projects. Our projects completed or under development include high-rise residential
towers, commercial office towers, IT parks and shopping malls. We aim to identify and
capitalise on new business opportunities in the Indian real estate industry and in the future our
management intends to further diversify our business activities to include the development of
Bio-IT Parks, townships, hotels and serviced apartments. By undertaking a broad range of
development opportunities, we seek to limit our exposure to risk in specific product segments
within the real estate development industry and, where market demand requires, we try, if
applicable regulations permit, to switch the intended use of land we have acquired for
development amongst our principal business lines. We believe that the diversity of our product
mix also limits the extent to which demand for our developments is dependent upon any
particular customer, industry or industry segment.

Quality projects and construction

64



Since our incorporation in 1989, we have been responsible for the successful completion of 21
real estate projects in India comprising nearly 5.0 million square feet. Our position in Mumbai
as a property developer is largely due to our established execution capabilities, including our
reputation for successfully completing new commercial and residential projects utilising lands
obtained through slum rehabilitation. We retain architectural, structural and various other
consulting firms with established track records in a number of our projects. We have used, and
continue to use, quality construction materials and modern technology in our commercial,
residential and retail developments completed or under development. Our commercial
customers include various Indian and multinational corporations. Several of our commercial
tenants, including Tata Consultancy Services, 3i Infotech Limited and BNP Paribas, have
rented commercial units from us in more than one of our commercial developments. We are
ISO-certified and we have been awarded a rating of "DA2" by CRISIL.

We are involved in slum rehabilitation in Mumbai, and are able to obtain prime building
locations in Mumbai through slum rehabilitation

To date all of our developments have been completed in Mumbai, a city with a shortage of
developable open land. Many prime real estate locations in Mumbai are presently occupied by
slums. The construction of permanent housing for slum dwellers allows the remaining land area
in slum areas to be cleared for other real estate development. Our redevelopment of slum lands
provides us the right to also develop our own real estate developments for sale or lease to third
parties on lands freed by our slum rehabilitation efforts. In this manner, we obtain developable,
urban land for our projects in Mumbai primarily through the rehabilitation of slum lands. Of the
nearly 5.0 million square feet of building area we have developed to date in India,
approximately 4.8 million square feet, or 97%, has been developed on land made available for
development through our participation in slum rehabilitation projects.

To date, we have developed 157 apartment buildings and over 9,400 apartments for former
slum dwellers in exchange for developable urban land and land development rights in Mumbai
from the applicable slum rehabilitation authority. As compensation for the construction of this
housing, we have received from the applicable slum rehabilitation authority developable, urban
land in the cleared former slums, or transferable development rights ("TDRs") for the
construction of buildings elsewhere in Mumbai, which we may use in our other projects or
which we may sell to other developers. As the applicable slum rehabilitation authorities do not
charge developers for the land on which slum rehabilitation projects are undertaken and as the
principal cost for redeveloping slum land is the construction cost of the rehabilitation buildings
for slum dwellers, we are able to develop such land at comparatively low cost.

Access to land and development rights in Mumbai

As of November 30, 2006 we had development rights over 11,763,000 square feet of land area,
primarily located in Mumbai. Of this area, 8,026,000 square feet represent slum rehabilitation
land owned by the applicable slum rehabilitation authorities and 3,737,000 square feet were
acquired or leased by us from third parties. Our management believes that we will be able to
develop approximately 13,256,000 square feet of saleable or lettable building area on these
lands.

Experienced and dedicated management team

We have an experienced, well qualified and dedicated management team, many of whom have
more than 20 years of experience in their respective fields. Because of our established
reputation for project execution, we have been able to attract high calibre management and
employees. Our professionally qualified staff includes engineers, design consultants, marketing
specialists, treasury officers, costing consultants, procurement officers and accountants. We
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provide our staff with extensive training that encourages professional excellence. We believe
that the experience of our management team and our management's understanding of the real
estate development industry will enable us to continue to take advantage of both current and
future market opportunities. For details regarding the experience of our Directors/Promoters
and Key Managerial Personnel, please refer to the section titled “Our Management” on page 96
of this Red Herring Prospectus.

Innovative projects and developments

We utilise the experience and skills of our professional management, design, engineering and
project execution teams to plan and carry out innovative developments which maximise the use
of available land. For example, in November 2000 we completed the development of Akruti
Softech Park, a private software technology park in Mumbai. We are also currently in the
process of developing a 20-storey fully mechanised car park with capacity for 240 cars to be
developed in Mumbai on a small plot of land measuring only approximately 18m x 18m, using
fully automated technology imported from Europe. We have considerable experience in
undertaking and using design, planning and construction techniques to successfully execute
challenging projects and we incorporate attractive modern design features into our
developments.

Established reputation for practically and efficiently regenerating slum lands

Our successful redevelopment of various slums within Mumbai and our commitment to
regenerating the locations in which we carry out our slum rehabilitation projects has afforded
us credibility with government agencies and affected slum dwellers, which we believe will
facilitate our obtaining approvals and consents required for future slum rehabilitation projects
that we undertake. Our management believes that the experience we have gained in carrying
out slum rehabilitation projects in Mumbai positions us well to carry out further slum
rehabilitation in Mumbai and in other Indian cities and states, as such new schemes are
announced.

BUSINESS STRATEGY
The key elements of our business strategy are as follows:
Expand our slum rehabilitation business in Mumbai and other parts of India

We intend to continue growing our business in the city of Mumbai where we believe there are
substantial prospects for further slum development. We are currently developing sites situated
on former slum land in Mumbai with a total land area of 8,026,000 square feet for residential,
commercial and retail projects.

We also believe that there is significant expansion potential for our business model in other
areas in India because various governmental authorities in the country are beginning to
replicate Mumbai’s Slum Rehabilitation Scheme model. For example, the states of Rajasthan
and Karnataka have recently commenced similar schemes in relation to areas, known as
"economic weaker sections". If such schemes come to fruition, we will evaluate the possibility
of leveraging our slum rehabilitation expertise to expand our business into these locations and
into other cities in India where there is significant slum redevelopment potential.

Diversify our portfolio of projects
We intend to expand the portfolio of projects we undertake, thereby further diversifying our

revenue streams and enhancing the value and position of our brand. In particular, we are
evaluating new business lines comprising the development of new townships, hotels and
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serviced apartments. We also intend to further develop business lines in which we have recently
commenced activity, such as the development of shopping malls, and we have tendered for the
development of further IT parks, while continuing our existing real estate business lines. As
part of this strategy, our first six shopping malls are currently under development.

Increase our land available for development in strategic locations

We recognise that continuing to build our land reserves is critical to our growth strategy, and
we intend to continue acquiring strategically located parcels of land in select cities in India for
our projects. Our management estimates that collectively our projects under development will
involve the development of residential, commercial and retail developed area over the next
three to five years of approximately 3,425,000 square feet, 8,207,000 square feet and 1,723,000
square feet, respectively, totalling approximately 13,355,000 square feet. These represent
projects for which construction has commenced, in respect of which we have executed
memoranda of understanding (that is, projects developed on land that is not slum land or former
slum land) or where letters of intent have been granted to us with regard to such projects (that
is, projects developed as part of our participation in the Slum Rehabilitation Scheme).

As of November 30, 2006, we had also initiated steps to acquire development rights over a
further 1,654,000 square feet of land area, primarily located in Mumbai, in respect of which our
management believes, based on applicable zoning regulations, that we will be able to develop
approximately 3,122,000 square feet of saleable or lettable building area. We also are currently
evaluating the acquisition of land or development rights in other cities where we see significant
growth potential, such as Jaipur, Delhi, Chennai, Ahmedabad and Hyderabad. By increasing the
amount of land over which we hold development rights, we aim to enable our business to
expand nationally and into additional real estate development business lines.

Partner selectively with experienced local and international participants in the real estate
industry

We are experienced in carrying out projects in partnership with third parties in the Indian
construction and real estate development industries, including significant Indian real estate
development groups such as the DLF Group, the Hiranandani Group, the Marathon Group, the
Nilkanth Group and the Shapoorji Pallonji Group. We recognise that collaborating strategically
with other firms can reduce our capital investment and leverage our development capabilities,
allow us to benefit from an enhanced pool of construction and marketing expertise and
experience, and facilitate our expansion into additional geographic areas and business lines. In
addition, by partnering with local firms in other Indian regions, we can benefit from our local
partners' experience, regional language abilities, business contacts and relationships with local
government agencies, suppliers and sub-contractors. We intend to identify and build
relationships with local business partners in the various Indian cities and states, including Pune
and Bangalore, and other areas, where we see significant growth potential.

Sell or lease properties in response to market conditions

We sell or lease properties to third parties in response to market conditions, which conditions at
times may favour the sale of properties to our customers, and at times may favour a rental
model. Within our commercial developments, we have sold certain space to our customers,
while retaining ownership of and renting to customers other space. We currently sell all of our
residential properties, and intend to lease space in our retail developments to our customers
once these are completed.

We may seek to retain ownership of our future commercial properties, and lease them to our

customers, in order to capture for ourselves any appreciation in the market value of such
properties. To this end, we have securitised our future rental income in respect of most of our
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commercial properties with various Indian banks. Pursuant to these securitisations, we receive a
lump-sum payment from the bank once the commercial property has been completed and
rented, and the bank receives directly from our tenants the rent paid in respect of such
properties, usually for a term of eleven years. Upon the completion of this eleven year term, we
are restored the right to receive rental amounts paid in respect of our property. We have
adopted this securitisation strategy with respect to our rental properties in order to be able to
receive these funds up-front upon the completion and rental of each project, while still
capturing upon the conclusion of the securitisation term any appreciation in value which may
have occurred during such period with regard to such properties.

DESCRIPTION OF OUR BUSINESS

We currently have projects under development in three main lines of business — commercial,
residential and retail real estate development — and principally focus our business activities in
the area in and around Mumbai. To date, we have completed various commercial and
residential projects.

Our commercial real estate development activities presently include the development of
commercial office space, including office towers and information technology parks; our
residential real estate development activities presently include the development of residential
apartment buildings; and our retail real estate development activities include the development
of shopping malls (with our first six shopping malls currently under development).

We plan to continue to undertake significant future real estate development activity in each of
these business lines in Mumbai and in select markets elsewhere in India. We also intend to
diversify into other real estate related businesses such as the development of townships (which
we envisage will include residential, commercial and retail facilities and related infrastructure),
Bio-IT Parks, hotels and serviced apartments.

We have also acquired interests in land or development rights over land for purposes of future
development.

Our Projects

The following table presents, as of November 30, 2006, an overview of the approximate
saleable or lettable area of our completed developments, projects under development for which
we have commenced construction, and other future projects for which we have commenced the
acquisition of land development rights and/or executed memoranda of understanding with
regard to such acquisition. The table includes projects that we have developed or are
developing independently as well as in partnership with third parties.

Area (‘000 Key business lines” Rehabilitat Total
sq. ft.) jon®
Our projects Commerci Residentia Retail TDR Total

al 1
Historical 741 474 - - 1215 1464 2679
Projects Under 664 485 101 39 1289 580 1870
Development®
)
Planned 601 1,343 @ - 2,995 4939 1169 6108
Projects
Joint Commerci Residentia Retail TDR Total
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Venture® al 1

Historical - 179 - - 179 2116 2295

Projects Under 7,543 2940 1622 254 12359 2706 15065

Development®
)

Planned 870 363 - 69 1,302 240 1,542
Projects

(1) We derive sales and rental income directly from our commercial, residential and retail
projects.

2) We obtain land development rights and TDRs in respect of our rehabilitation projects.

3) Represents land presently identified for residential development, but which may be
developed for other purposes, subject to market conditions.

“4) Represents the total square footage of development undertaken through joint ventures
or partnerships, not our proportionate interest in such square footage.

5) Includes our agreement with a third party to acquire TDRs representing approximately
2,613,000 square feet of area, if such TDRs are allocated to the third party by GOM.

6) The total amount of developable area in respect of our projects under development is
approximately 13,355,000 square feet, of which approximately 99,000 square feet of
area is to be given away to third parties, as agreed with such third parties. The total
amount of area that the Company will develop is therefore approximately 13,256,000
square feet.

@) The total amount of developable area in respect of our planned projects is
approximately 3,177,000 square feet, of which approximately 55,000 square feet of
area is to be given away to third parties, as agreed with such third parties. The total
amount of area that the Company will develop is therefore approximately 3,122,000
square feet.

We derive sales and rental income directly from the sale and rental of our commercial,
residential and retail projects. We do not derive sales or rental revenue directly from the
development of slum rehabilitation projects, but rather obtain land development rights and
TDRs, which TDRs we may use in connection with our own projects or sell to third parties. We
use the land development rights that we obtain for the purpose of developing our own
commercial, residential and retail projects, upon completion of which we derive revenue from
their sale or lease. We generally seek to use the TDRs we obtain to build our own projects in
permitted areas, but occasionally choose to sell the TDRs to other developers.

Our commercial real estate business

Our completed commercial developments include office towers and information technology
parks. Our first significant commercial development was Akruti Softech Park, which opened in
November 2000. As of November 30, 2006, across our various commercial real estate projects
we had leased approximately 281,000 square feet, sold approximately 379,000 square feet of
commercial real estate space, we self-occupied approximately 36,000 square feet, and
approximately 26,000 square feet remains vacant. As of that date, we had acquired
development rights in respect of lands suitable for development of approximately 8,207,000
additional square feet of commercial space. In addition, we are in the process of acquiring
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development rights in respect of lands suitable for the development of approximately 1,471,000
additional square feet of commercial space.

We have sought to strengthen and expand our relationships with our commercial tenants. Our
commercial tenants include leading Indian and international corporations who require high
quality office and other commercial space. Several of our commercial tenants, including Tata
Consultancy Services, 3i Infotech Limited and BNP Paribas, have rented commercial units
from us in more than one of our commercial developments.

As of November 30, 2006, our commercial properties experienced a 100% occupancy rate, with
the exception of Akruti Centre Point, which is currently approximately 89% occupied and
where we are evaluating the sale or lease of the remaining 11%.

Our completed commercial real estate developments

As of November 30, 2006, we had completed approximately 741,000 square feet of saleable or
lettable commercial space. The table below provides summary information as of November 30,
2006 relating to our completed commercial real estate developments, all of which are located in
Mumbai.

Project Name Saleable or Construction start Completion date Our  Share
Lettable Area date (%)
('000 sq. ft.)

Akruti  Trade 216 August 1999 March 2003 100%

Centre

Akruti Centre 214 September 2004 March 2006 100%

Point

Akruti Business 139 February 2001 October 2003 100%

Port

Akruti Softech 118 May 1999 November 2000 100%

Park

Akruti Arcade 41 December 1998 February 2002 100%

Arkuti Orion 13 March 2004 December 2005 100%

Total 741 — — 100 %

Examples of our completed commercial real estate developments include:

Akruti Trade Centre. An office tower completed in March 2003, Akruti Trade Centre consists
of approximately 216,000 square feet of lettable commercial space in the prime location of
MIDC, Andheri (E), Mumbai. The development is seven storeys high, with a double basement
for car parking space and a roof terrace garden and cafeteria space. The building's features
include imported structural glazing using toughened glass and an atrium with a glass dome
roofing providing natural light, fully computerised, imported high speed elevators, Italian
marble flooring and high ceilings. As well as housing our headquarters, the principal tenants of
Akruti Trade Centre include Tata Consultancy Services, Kale Consultants, APL Logistics,
Goldshield, 3i Infotech Ltd and BNP Paribas.

Akruti Centre Point. An office tower completed in March 2006, Akruti Centre Point consists of
approximately 214,000 square feet of lettable commercial space in the prime location of MIDC,
Andheri (E), Mumbai. The development is eight storeys high with a double basement for car
parking. The building's features include state of the art computerised lifts and structural glazing
with toughened glass. The principal tenants of Akruti Centre Point include 3i Infotech Ltd.,
BNP Paribas, Value Electronics Ltd. (a member of the Tata Group) and Woolworth's.
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Akruti Business Port. An office tower completed in October 2003, Akruti Business Port
consists of approximately 139,000 square feet of lettable commercial space in the prime
location of MIDC, Andheri (E), Mumbai. The development is six storeys high, containing a
basement for car parking. The building's features include high speed elevators imported from
Korea, aluminium glazing with tinted glass, marble and granite. The principal tenant of Akruti
Business Port is Tata Consultancy Services.

Our commercial real estate projects currently under development

We are currently developing a number of commercial real estate projects. As of November 30,
2006, we had commenced construction with regard to approximately 8,207,000 square feet of
saleable or lettable commercial space independently and in conjunction with our joint venture
partners. The table below provides summary information as of November 30, 2006 of our
current commercial real estate projects:

Project Name Saleable or Construction Scheduled Our Share
Lettable Area start date completion (%)
('000 sq. ft.) date
Our projects
- Akruti Central Square 364 May 2007 December 100
2010
- Akruti Central Link 300 May 2007 December 100
2010
QOur joint venture projects
- DLF Akruti Info Park, 5,000 March 2006 March 2012 33
Pune
- Akruti City 2,492 March 2006 March 2011 333
- Akruti Empire" 51 October 2006 March 2008 100
Total 8,207 — — —

1. Represents the total square footage of development undertaken by our joint venture, not our
proportionate interest in such square footage.

2. Undertaken by our subsidiary, Vishal Tekniks Civil Pvt Ltd.
Examples of our commercial real estate projects currently under development include:

DLF Akruti Info Park, Pune. An IT park complex scheduled for completion in June 2012, DLF
Akruti Info Park, Pune upon completion is planned to consist of eight buildings, aggregating
approximately 5,000,000 square feet of saleable/lettable commercial space in the prime location
of Hinjewadi, Pune. Features will include a structural glazing with high performance glass,
imported high speed elevators, 100% power back up and fire detection and prevention systems.

Akruti City. An office tower scheduled for completion in March 2011, Akruti City upon
completion is planned to consist of approximately 2,492,000 square feet of saleable/lettable
commercial space in the prime location of Ghatkopar (East). The building’s features will
include a glass atrium, standard glazing with high performance glass, imported high speed
elevators, 100% power back up and fire detection and prevention systems. The building will be
sited in landscaped grounds.

Akruti Central Square. An office tower scheduled for completion in December 2010, Akruti
Central Square upon completion is planned to consist of approximately 364,000 square feet of
lettable commercial space in the prime location of MIDC, Andheri (E), Mumbai. The building's
features will include a glass atrium, standard glazing with high performance glass, imported
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high speed elevators, 100% power back up, fire detection and fire prevention systems.

Akruti Central Link. An office tower scheduled for completion in December 2010, Akruti
Central Link upon completion is planned to consist of approximately of 300,000 square feet of
saleable/lettable commercial space in the prime location of MIDC, Andheri (E), Mumbai. The
building's features will include will include a glass atrium, standard glazing with high
performance glass, imported high speed elevators, 100% power back up and fire detection and
fire prevention systems.

Our planned commercial real estate projects

We are currently planning to develop approximately 1,471,000 square feet of commercial
property in Mumbai within the next three to five years. We intend to market these properties to
multinational clients and leading Indian commercial firms as clients. A key element of our
growth strategy in this area is to cater to the expansion plans of our commercial clients in India
and thereby cater to their growing commercial real estate requirements. We maintain close
contact with our commercial clients and obtain information as to their future commercial real
estate needs through periodic client site visits and interviews and through the use of property
consultants.

We are part of a consortium that was recently awarded a biotechnology project by the
Government of Gujarat as part of a PPP (Public Private Participation) initiative. The project is
located at Savli near the Vadodara airport and involves the development of various infrstrcture
facilities and utilities that are required by biotechnology companies. Our partners in the
consortium are TCG Urban Infrastructure Holdings Limited and the Gujarat State
Biotechonology mission. The project is spread over three phases and an area of 708 acres. The
first phase will involve only the marketing of already developed area covering 90 acres, for
which the consortium will be paid a fixed percentage of the sale price determined on the basis
of an agreed formula. Following the achievements of specified targets the second and third
phases will involve the development of 124 acres and 494 acres, respectively, which would be
leased to the consortium on a long term basis and sold upon development. The profits from the
sale would be shared with the Government of Gujarat on the basis of an agreed formula. The
project is at an early stage and we are currently in the process of preparing our financial models
for the project.

Our residential real estate business

Our residential real estate projects consist of multi-unit apartment buildings, with residences
ranging from one bedroom flats to higher end, five bedroom residences. Since our founding, we
have developed over 653,000 square feet of residential space for sale to customers. As of
November 30, 2006, we had commenced construction with regard to approximately 3,425,000
square feet of additional saleable residential space. In addition, we are in the process of
acquiring development rights in respect of land for the development of approximately
1,706,000 square feet of further saleable residential space.

Our completed residential real estate developments

Our completed residential developments are all located in Mumbai. As of November 30, 2006,
we had completed approximately 653,000 square feet of saleable residential space
independently and in conjunction with our joint venture partners. The table below provides
summary information as of November 30, 2006 relating to our completed residential
developments in Mumbai.

Project Name Saleable No of Construction Completion Our
Area Units  start date date Share (%)
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000 sq. ft.)

Our projects

- Akruti Niharika 326 315 November January 2006  100%
1998

- Akruti Elegance 63 54 September July 2005 100%

(A- Wing) 2004

Our joint venture projects”

- Akruti Aneri 80 119 July 1998 September 55%

2003

- Akruti Orchid Park 73 108 August 2004  December 11%

‘A& ‘B’ 2005

- Akruti Aditi 14 37 October 1997  June 1999 55%

- Akruti Classic 12 14 February March 2002 83%
2001

Our Subsidiary Company Projects

- Akruti Aditya 29 35 December May 2000 55%
1998

- Akruti Aastha 25 10 June 2001 August 2003 7%

- Akruti Laxmi 16 20 July 2001 May 2003 88%

- Akruti Aditya (Ext) 15 13 September January 2006  55%
2004

Total 653 725 — — —

) Represents the total square footage of development undertaken by our joint venture, not

our proportionate interest in such square footage.

Examples of our completed residential real estate projects include:

Akruti Niharika. A residential complex of six buildings completed in January 2006, Akruti
Niharika consists of 315 residential units and approximately 326,000 square feet of saleable
residential space in the prime location of Andheri (E), Mumbai. The development is twelve
storeys high containing a basement for car parking and a fully equipped gymnasium. Each unit
in this complex features modern materials, fixtures and fittings, including vitriform flooring
and granite kitchen work surfaces. This residential project has been fully sold.

Akruti Aneri. A residential complex of five buildings completed in September 2003, Akruti
Aneri consists of 119 residential units and approximately 80,000 square feet of saleable
residential space in the prime location of Marol, Andheri (E), Mumbai. The development is
eight storeys high, containing a health club and gymnasium. Each unit in this complex features
granite flooring, gypsum plaster, aluminium sliding windows and decorative window and door
grills. This residential project has been fully sold.

Akruti Elegance (A-Wing). A residential tower completed in July 2005, Akruti Elegance (A-
Wing) consists of 54 residential units and approximately 63,000 square feet of saleable
residential space in the prime location of Mulund (E), Mumbai. The development has a car park
on the ground floor and is twelve storeys high. This residential project has been fully sold.

Our residential real estate projects currently under development

We are currently developing a number of residential real estate projects, all of which are
located in Mumbai. As of November 30, 2006, we have commenced construction of
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approximately 3,425,000 square feet of saleable residential space independently and in
conjunction with our joint venture partners. The table below provides summary information as
of November 30, 2006 relating to our residential real estate projects currently under
development in Mumbai.

Project Name Saleable No of | Construction | Scheduled Our Share
Area Units | start date completion (%)
(000 sq. ft.) date

Our projects

- Akruti Lakewood 243 — @ March2006  March 2010  100%

- Akruti Erica 559 55 September December 100%
2005 2006

- Akruti Princess 183 — @ December March 2010  100%
2007

- Akruti Elegance 5% 54 February December 100%

(B Wing) 2004 2006

Our joint venture projects

(1)

- Emperor Towers 2,360 —@  April 2008 April 2014 25%

- Akruti Orchid Park 189 418 March 2005  March 2008 11%

(WingCTo D)

- Akruti Emerald 142 48 April 2008 April 2010 60%

- Akruti Ambience 159 153 March 2008 March 2011 75%

- Akruti Solitaire 53 58 March 2008 ~ March 2011 50%

- Akruti Turf View 36 39 October 2007 December 33%

2008

Total 3,425 8250 — — —

1 Represents the total square footage of development undertaken by our joint venture, not
our proportionate interest in such square footage.

2 Number of units to be developed has not yet finalised.

3 The total area to be developed is 79,000 square feet, of which 24,000 square feet has
been sold. This sold area has not been taken into account for the purposes of valuing
the project. The remaining 55,000 square feet of area has been taken into account for
the purposes of the first table under the heading “Description of our Business — Our
Projects” above.

4 The total area to be developed is 65,000 square feet, of which 56,000 square feet has

been sold for residential purposes and 4,000 sq.ft. has been sold for retail purpose,
leaving 5,000 square feet of unsold retail area. The sold area of 60,000 square feet has
not been taken into account for the purposes of valuing the project. The unsold area of
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5000 square feet has been taken into account for the purposes of the first table under
the heading “Description of our Business — Our Projects” above.

5 With regard to projects for which the number of units to be developed has not yet been
finalised, this total does not include any units with regards to such projects.

Examples of our residential real estate projects currently under development in Mumbai
include:

Akruti Lakewood. A residential complex of four buildings scheduled for completion in March
2010, Akruti Lakewood upon completion is intended to consist of approximately 243,000
square feet of saleable residential space in the prime location of Thane (E), near Mumbai.

Akruti Princess. A residential building scheduled for completion in March 2010, Akruti
Princess upon completion is intended to consist of approximately 183,000 square feet of
saleable residential space in the prime location of Worli Sea Face, Mumbai.

Emperor Towers. A residential complex of two towers scheduled for completion in April 2014,
Emperor Towers upon completion is planned to consist of approximately 2,360,000 square feet
of saleable residential space in the prime location of Mahalaxmi Race Course, Mumbai. The
development upon completion is planned to contain retail space and a car park on some of the
lower floors. The towers are planned to be among the tallest structures in Mumbai.

Akruti Ambience. A residential building scheduled for completion in March 2011, Akruti
Ambience upon completion is planned to consist of 153 units and approximately 159,000
square feet of saleable residential space in the prime location of Bandra (E), Mumbai.

Our planned residential real estate projects

We are currently planning various residential real estate projects intended to cater to the
residential housing needs of many segments of Indian society, ranging from one bedroom to
five bedroom apartments in key locations in Mumbai. We intend to develop approximately
1,706,000 square feet of saleable residential property in Mumbai within the next three to five
years. As a new line of business, we also intend to carry out the development of new townships
elsewhere in India.

Our retail real estate business
Our retail real estate developments currently under development

All our retail real estate development projects are currently under development. Our retail real
estate developments consist of six shopping malls currently under development in Mumbai. As
of November 30, 2006, we had commenced construction of approximately 1,723,000 square
feet of lettable retail space independently and in conjunction with our joint venture partners.
The table below provides summary information as of November 30, 2006 relating to our retail
developments currently under development in Mumbai.

Project Name Lettable Construction  Anticipated Our
area (000 start date completion
sq. ft.) date Share (%)

Our projects

- Akruti One World 65 March 2007 March 2010 100%
Mall
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(A-Mall)

-Akruti Elite Plaza 36 March 2004 October 2007 100%

Our joint venture projects

- Akruti One World 940 October 2006 October 2010 50%
Mall (Saiwadi Mall)

- Akruti One World 243 May 2005 December 2007  40%
Mall

(K-Mall)

- Akruti One World 265 May 2006 May 2008 48%
Mall

(S-Mall)

- Akruti One World 174 October 2006 May 2008 50%
Mall (Shankarwadi)

Total 1,723 — — —

(1) Represents the total square footage of development undertaken by our joint venture, not our
proportionate interest in such square footage.

Our retail properties currently under development in Mumbai include:

Akruti One World Mall (A-Mall). A shopping mall complex scheduled for completion in March
2010, Akruti One World Mall (A-Mall) upon completion is intended to consist of
approximately 65,000 square feet of lettable space in the prime location of Thane, which is a
fast growing city near Mumbai. The development upon completion is planned to be nine
storeys high, with a double basement for car parking. The building is also expected to contain a
multiplex cinema.

Akruti Elite Plaza. A shopping mall scheduled for completion in October 2007, Akruti Elite
Plaza upon completion is intended to consist of approximately 36,000 square feet of lettable
space in the prime location of Bhulabhai Desai Road, Mahalaxmi, Mumbai. The development
upon completion is planned to be three storeys high, containing a double basement for car
parking. Adjoining the Akruti Elite Plaza will be an innovative car park tower, Akruti Elite Car
Park, featuring a fully automated mechanised car parking system imported from Europe to be
built by us on a small plot of land measuring only approximately 18m x 18m. Upon
completion, this car park is planned to be 20 storeys high, containing space for 240 cars.

Akruti One World Mall (Saiwadi Mall). A shopping mall complex of two towers scheduled for
completion in October 2010, Akruti One World Mall (Saiwadi Mall) upon completion is
intended to consist of approximately 940,000 square feet of lettable space in the prime location
of Saiwadi, Andheri, Mumbai. The development upon completion is planned to consist of two
towers, each ten storeys high, with a connecting passageway at basement level. The mall will
contain a hypermarket, an atrium, entertainment and recreation areas, as well as restaurants and
a food court. This mall is strategically located with easy accessibility close to the Western
Express Highway, the S.V. Road and Andheri Railway Station, and will have multilevel
mechanical parking for about 1,500 cars.

Akruti One World Mall (K-Mall). A shopping mall complex scheduled for completion in

December 2007, Akruti One World Mall (K-Mall) upon completion is intended to consist of
approximately 243,000 square feet of lettable space in the suburban location of Kanjurmarg,
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Mumbai. The development upon completion is planned to be four storeys high and a double
level basement with parking for 450 cars. The mall will also contain glass elevators, escalators,
an atrium, a multiplex cinema, a fine dining area with a terrace garden, and a banquet hall with
a terrace garden.

Akruti One World Mall (Shankarwadi). A shopping mall complex scheduled for completion in
May 2008, Akruti One World Mall (Shankarwadi) upon completion is intended to consist of
approximately 174,000 square feet of lettable space. It will be located on the Western Express
Highway in the prime location of Jogeshwari (E), Mumbai. The development upon completion
is planned to be eight storeys high.

Akruti One World Mall (S-Mall). A shopping mall complex scheduled for completion in March
2008, Akruti One World Mall (S-Mall) upon completion is intended to consist of
approximately 265,000 square feet of lettable space in the prime location of Thane, near
Mumbai. The development upon completion is planned to be nine storeys high, the first four
floors to be used as a shopping mall and the upper five floors for commercial use, as well as a
basement for car parking. This mall has a dome shaped atrium, multiplex cinemas, banquet
halls and garden terraces.

Land Acquisition

We have development rights over a significant amount of land, comprising slum rehabilitation
land owned by the applicable slum rehabilitation authorities, interests in land acquired by us
from third parties and land leased by us from third parties Of the nearly 5.0 million square feet
of building area we have developed to date in India, approximately 4.8 million square feet, or
approximately 97%, has been developed on land made available for development through our
participation in slum rehabilitation projects.

Land acquisition through slum rehabilitation in Mumbai

The majority of Mumbai's urban slums are located on lands owned by government agencies. In
1992, we began our participation in slum rehabilitation projects authorised by the GOM's Slum
Redevelopment Committee (the "SRC"), which governmental entity was later converted by
statute in 1995 into the Slum Rehabilitation Authority ("SRA"), an agency of the GOM. The
SRA was established by the GOM to oversee the redevelopment of lands occupied by slum
dwellers. The SRA is a special planning authority which has authority to grant development
permits in respect of most government land in Mumbai occupied by slum dwellers. Amongst
other roles, the Maharashtra Industrial Development Corporation ("MIDC"), fulfils a similar
ownership and permitting function with respect to MIDC-owned lands within a specific area of
Mumbai known as the Marol Industrial Area.

The present slum rehabilitation scheme in effect in Mumbai was established by the SRA in the
mid-1990's as a means of providing housing to slum dwellers and regenerating urban areas on
which Mumbai's urban slums are located. We believe that we are one of the most experienced
developers in these projects in Mumbai. To date we have constructed over 9,300 units in 155
buildings to house former slum dwellers in exchange for developable land or TDRs from the
GOM. We believe that our participation in these slum rehabilitation schemes has enabled us to
acquire development rights over a significant amount of urban land in Mumbai at a relatively
low cost.

Under the Slum Rehabilitation Scheme, the SRA and the MIDC each has power to authorise
real estate developers to rehabilitate land areas owned by the SRA and MIDC, respectively,
which constituted slum lands as of January 1, 1995. Certain areas of Mumbai are recognised as
slums by the SRA and MIDC. Pursuant to their slum rehabilitation schemes, upon the consent
of 70% of eligible slum dwellers, namely those who have remained in occupation of such slum
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lands since January 1, 1995, a developer may present redevelopment plans to the SRA or
MIDC, as appropriate, for governmental review and approval. The SRA or MIDC, as the case
may be, notifies its approval by providing the developer with a “Letter of Intent”, stating the
building area required to be constructed for the slum dwellers and the building area which the
developer is entitled to develop for its own sales or lease purposes. A further approval, known
as an intimation of approval, is obtained by the developer from such agency for its specific
building plan. Pursuant to the intimation of approval, construction on the slum rehabilitation
project must commence within 90 days of approval. Once these approvals have been obtained
and upon commencement of the slum redevelopment by the developer, the developer makes
arrangements to provide temporary accommodations to the eligible slum dwellers, enabling
their relocation out of the land to be developed. The developer then proceeds to construct a
building on the slum land consisting of residential units for the eligible slum dwellers, each of
at least 225 square feet, to house the eligible slum dwellers.

Upon completion of the buildings, these are inspected and a certificate of occupation is granted
by the SRA or MIDC, as the case may be. The certificate of occupation for the buildings
developed for the developer's own sale or lease purposes, which certificate entitles occupancy
of a building, can not be granted until the buildings required to house the former slum dwellers
have been completed and inspected. Eligible slum dwellers are given, at no charge, an
apartment within the newly constructed apartment building, commonly known as a
rehabilitation building, upon its completion. After ten years of occupation in the newly
constructed rehabilitation building, the slum dweller is free to sell, lease or transfer his
apartment to third parties. The SRA or MIDC, as the case may be, canvasses slums which are
to be redeveloped to compile lists of eligible slum dwellers entitled to receive redeveloped
housing. Slum dwellers removed from the land who are not eligible to receive redeveloped
housing, are not entitled to compensation.

Housing slum dwellers in newly constructed multi-storey apartment towers frees a significant
amount of land area within the slum for other development. As compensation for the
construction of new housing for former slum dwellers, the SRA or MIDC, as appropriate,
grants the real estate developer the right to develop a building on the cleared slum land freed by
such redevelopment, which building the developer may then occupy, sell or lease for its own
account, of the same or lesser square footage as the apartment building which was constructed
by the developer for the slum dwellers. On the cleared slum land, the developer may construct
commercial, residential or retail buildings as it chooses, subject to site plan approval of the
SRA or MIDC.

On the piece of the land developed by the developer for its own purposes, the developer (or a
cooperative society comprising persons to whom the units have been sold) will receive a long-
term lease, for an initial term of 30 years extendable for further lease terms of 30 years and at a
nominal rental amount, in respect of the area on which the additional building is constructed by
the developer. The parties to such leases are the developer (or a cooperative society comprising
persons to whom the units have been sold) and the relevant land owning authority whose lands
had been occupied by slums. These leases may be further extended for additional terms and on
such rental amounts as may be at such time commercially agreed by the relevant land owning
authority. With regard to the part of the former slum land handed over to the former slum
dwellers, leases are entered into by the relevant land owning authority and a cooperative
association required to be established by each developer to represent the former slum dwellers.
It is stated in the GOM’s original Letter of Intent how much of the former slum land on the
slum dwellers’ side must be reserved for public use (for example, for roads and other
amenities). After construction of an apartment building for the slum dwellers and construction
by the developer of a building for its own purposes, any excess land within the redeveloped
slum reverts to the GOM. In the event that it is not possible, due to insufficient space on the
redeveloped slum land plot or applicable planning restrictions, for the developer to construct an
additional building of the same square footage as the building which was provided by the

78



developer to slum dwellers, then the GOM will issue to the developer TDRs for the balance of
the undeveloped building area, which the developer may use in respect of another development
elsewhere in the city, subject to zoning regulations (but in any event outside the island city of
Mumbai), or may sell to a third party. There is an active market in Mumbai for TDRs, which
are freely transferable between developers. We have in the past received TDRs as a result of
our involvement in slum rehabilitation projects. We periodically derive revenues from the sale
of TDRs to third parties. We did not complete any sales of TDRs during the fiscal year ended
March 31, 2003 or 2005 or in the eight month period ended November 30, 2006. However, we
did sell TDRs to third parties in the fiscal years ended March 31, 2004 and 2006 (see
"Management’s Discussion and Analysis of Financial Condition and Results of Operations" on
page 274). We may in the future sell further TDRs to third parties if market conditions for such
sales are favourable.

The principal financial advantage to us of developing land as part of slum rehabilitation
schemes is that we are not required to pay substantial, one-off land purchase costs at the
beginning of each project in order to acquire the use of such land. Our experience has been that
the cost to us of building an additional building to house slum dwellers tends to be significantly
less than the purchase costs for comparable land that we would otherwise incur by purchasing
land from third parties. As a result, we believe that it is less costly for us to construct a building
on slum land for slum dwellers in exchange for land development rights on the resulting cleared
former slum land, or in exchange for TDRs, than it is to purchase comparable urban land from
third parties in Mumbai for development purposes. Our financial exposure in respect of slum
lands is also reduced against the risk that a planned development does not proceed for any
reason as we do not incur land acquisition costs at the outset of slum rehabilitation projects.
Similarly, our use of slum rehabilitation projects to procure buildable land also provides us the
benefit of protection against future increases in land purchase prices.

Of the nearly 5.0 million square feet of building area we have developed to date in India,
approximately 4.8 million square feet, or approximately 97%, has been developed on land
made available for development through our participation in slum rehabilitation projects. We
presently have approximately 9,200 additional apartments for slum dwellers currently under
construction in Mumbai and almost a further 8,100 at the planning stage, pursuant to slum
rehabilitation schemes in effect in Mumbai. We believe that the experience we have gained in
carrying out slum rehabilitation projects in Mumbai positions us well to carry out further slum
rehabilitation projects both in Mumbai and in other regions, such as the states of Rajasthan and
Karnataka, should current plans in those areas come to fruition.

Our successful redevelopment of various slums in Mumbai has also afforded us credibility with
stakeholders such as government agencies and affected slum dwellers, which we expect to be of
assistance in our obtaining the approvals and consents required for future slum rehabilitation
projects we undertake in Mumbai.

Projects undertaken to obtain TDRs or land development rights from government agencies

We have performed certain miscellaneous development projects in Mumbai, such as the
development of a car park on municipally owned land, and the development of housing for
persons displaced by the widening of municipal roads, for the purpose of obtaining TDRs or
land development rights over neighbouring land.

In 2006 we completed a project for the Mumbai Metropolitan Regional Development Authority
(“MMRDA”) through a joint venture, the Hiranandani-Akruti JV, consisting of the construction
of approximately 40 residential buildings for the GOM to house persons displaced by the
expansion of roads by the MMRDA. As consideration for development of this housing, our
joint venture received certain TDRs. These TDRs were sold during the year ended March 31,
2006, and our share of such income was Rs.280.83 million.
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We also are presently developing pursuant to a tender from the Municipal Corporation of
Mumbai a car park, the Akruti Elite Car Park, featuring a fully mechanised car parking system
imported from Europe built by us on a small plot of land measuring only approximately 18m x
18m. Upon completion, this car park is planned to be 20 storeys high, containing space for
approximately 240 cars. As a result of our successful tender, we have received the right to
operate and retain revenues from this car park for five years, at the end of which we are obliged
to transfer this asset to the Municipal Corporation of Mumbai. As additional compensation for
undertaking this project, we have received development rights over a neighbouring parcel
adjoining the site of the Akruti Elite Car Park, on which we plan to develop a commercial
shopping mall, the Akruti Elite Plaza, scheduled for completion in October 2007. The Akruti
Elite Plaza upon completion is intended to consist of approximately 36,000 square feet of
lettable space in the prime location of Bhulabai Desai Road, Mahalaxmi, Mumbai.

Private purchases of land

In the regular course of our business, we also purchase land and development rights from
various third parties, including private sector land owners, other real estate development
companies, and government agencies. It is our normal practice to evidence our preliminary
agreements to purchase interests in land in the form of a memorandum of understanding.
Formal conveyancing of land by the seller (at which time stamp duty becomes payable) is
completed only shortly before construction is due to start and after all requisite governmental
consents and approvals have been obtained. As a result, our land acquisition activities are
subject to the risk that sellers may during such time identify and transact with alternative
purchasers.

Future land acquisition elsewhere in India in ""Economic Weaker Sections''

Other governmental authorities in India outside Mumbai are beginning to replicate the Slum
Rehabilitation Scheme model in other states outside of Mumbai. For example, the states of
Rajasthan and Karnataka have recently begun implementing similar programmes in relation to
areas (known as "economic weaker sections") on which there are slum dwellers. We are
presently taking steps to diversify our operations geographically to include participation in
slum rehabilitation schemes outside Mumbai by responding to offers for tenders for such work.
Given our experience in slum rehabilitation projects, we believe that we are well placed to take
advantage of the increasing number of emerging slum rehabilitation schemes in other locations
outside Mumbai.

Land Available for Development

The table below illustrates the amount of land that we hold available for development in respect
of our planned projects as of November 30, 2006.

Type of land Area (‘000 sq. ft.)
Interests in Land acquired from private third parties 653

Land leased from private third parties Nil
Government-owned land over which the Company holds 1,001

development rights

Total (surface area) 1,654
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Total sellable or leasable area 3,177

As of November 30, 2006, we had also made partial payments in respect of a further 1,654,000
square feet of total land area in Mumbai, in respect of which our management believes, based
on applicable zoning regulations, that we will be able to develop approximately 3,177,000
square feet of saleable or lettable building area. We retained the Valuers to perform a land
valuation over our projects under development and land available for development as of
September 15, 2006. The properties valued included the following:

D approximately 11,763,000 square feet of land presently under development, on which it
is estimated that we will be able to develop approximately 13,256,000 square feet of
developed area, and a further 99,000 square feet of area which is to be given away to
third parties, as agreed with such third parties; and

2) 1,654,000 square feet of undeveloped land available for development, and on which it
is estimated that we will be able to develop approximately 3,122,000 square feet of
developed area, and a further 55,000 square feet of area which is to be given away to
third parties, as agreed with such third parties.

The Valuers have reported as follows:

) Knight Frank has valued sixteen of our projects, and has opined that as of September
15, 2006, the net present value of such projects is Rs.25,190 million, of which the
Company’s share is Rs.12,611 million;

2) CB Richard Ellis has valued three of our projects, and has opined that as of September
15, 2006, the open market value of such projects is Rs.2,852 million, of which the
Company’s share is Rs.2,852 million;

3) Trammell Crow Meghraj has valued sixteen of our projects, and has opined that as of
September 15, 2006, the fair market value of such projects is Rs.57,911 million, of
which the Company’s share is Rs.24,816 million (including Rs.1,772 million
representing the value of the TDRs proposed to be acquired from a third party if
allocated by the GOM).

We have sold approximately 45,000 square feet of developed area (including our shares in
projects developed through joint ventures) for a total consideration of Rs. 191.0 million
(including our shares of revenue in projects developed through joint ventures) subsequent to
September 15, 2006.

Our management believes that it will take us approximately three to five years to complete our
ongoing and currently planned projects and develop the remaining land.

The valuation of these properties is subject to the limitations and assumptions described in the
Valuer's valuation letters reproduced as Appendices A, B and C. In particular, the valuation
assumes a freehold interest in lands with clear, marketable title that is free of encumbrances.
Notwithstanding this assumption, most of our lands and the lands that we have agreements to
acquire and for which we have made partial payment do not have guaranteed title and may be
subject to encumbrances. In addition, in respect of other lands obtained through slum
rehabilitation in the Mumbai area, we hold long-term 30-year renewable leases, rather than a
freehold interest. To the extent the assumptions made by our Valuers are incorrect, or if any
other risks or contingencies not adequately foreseen in their assumptions actually occurs, the
proceeds that we realise from these properties could be materially lower than the valuation. If
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we are unable to obtain good title to those lands, the valuation would have to be appropriately
reduced.

The predecessor entity of Tramell Crow Meghraj in India has provided certain other services to
us in the ordinary course of business and we have paid an aggregate sum of Rs. 1,097,110 from
the year ended March 31, 2002 to date for such services. CB Richard Ellis has also provided
such services to us in December 2006 in respect of which an amount of Rs. 2,175,743 is
payable by us.

As of November 30, 2006, the remaining amount due in respect of the 1,654,000 square feet of
lands for which we have made partial payments was Rs.1,550.10 million (which include our
investments in our joint venture projects.)

Our partnerships and joint ventures

We undertake a significant number of projects in partnership or in a joint venture with third
party developers. For example, we are presently developing with the DLF Group and the
Shapoorji Pallonji Group a large plot of land at Mahalaxmi, Mumbai comprising approximately
2,360,000 square feet intended to be developed as residential apartments and we are currently
developing with DLF a shopping mall in Andheri (E), Mumbai. Once we have identified and
obtained the relevant consents for a project, we frequently seek potential joint venture partners
who can add strategic or financial value and resources, to undertake the project with us. Our
partners typically provide a certain amount of funding to the project in return for a share of the
overall profits from the project upon completion. We generally seek to retain control over
managing the execution of the project.

We believe that our collaboration with other developers in our development projects enables us
to spread the financial risk of developing each project and helps to mitigate any initial cost
outlay incurred in purchasing land for development. By working with joint venture partners, we
believe that we are able to enhance our execution capabilities and take on more projects
simultaneously than we otherwise could undertake alone. We are sometimes also required to
form a consortium in respect of some of the projects we tender for from the government if the
terms of the tender impose certain minimum balance sheet requirements that we would be
unable to satisfy individually. We intend to identify and build relationships with local partners
in other Indian cities and states in which we intend to grow our business, as well as with
international partners who may have expertise in specific aspects of real estate development.

Our partnerships and joint ventures are generally unincorporated joint ventures, though in some
cases a special purpose vehicle will also be incorporated to undertake the development of a
specific project (see the section entitled "History and Certain Corporate Matters" on page 115).
Financing is arranged and a joint bank account with our partners is established in relation to
each joint venture project. We occasionally enter into such joint venture agreements through
our subsidiaries.

Potential New Lines of Business

In order to further diversify our business, we are evaluating and may undertake in the future the
development of new projects in other areas of the real estate development industry, including
those described in further detail below.

Large scale theme-based townships

We intend to develop a large theme-based township covering almost 2,000 acres, which we

envisage would include residential and commercial developments, retail facilities and
infrastructure buildings, roads and public amenities. We have identified a property site, situated
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on the highway between Mumbai and Pune, and are in the process of completing our due
diligence on this site. We would envisage acting as master developer in relation to this project
and would enlist the services of a variety of sub-contractors.

OUR PROJECT EXECUTION METHODOLOGY

We utilise in our business a five-part execution methodology for our development projects,
consisting of land identification and acquisition, obtaining consents, authorisations and
approvals required for development, project preparation, project management and execution
and marketing and post-completion. A summary of the activities involved in these five phases
of project development phases are set out in the following chart.

Land identification Obtain consents, Project preparation Project management .
L L. . Marketing and post-
and acquisition authorisations and and execution ;
- - completion
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Land identification and acquisition

We have a dedicated team within our marketing department that analyses and monitors existing
and future customer profiles and requirements, industry economics, property market trends and
government policies. This team identifies both areas within Mumbai and in other cities and
localities which have development potential. We also use the feedback we receive from
customers, along with our relationships with property consultants, constructors, sub-contractors
and suppliers, to assess future market demand and industry outlook.

Prior to undertaking each project, we conduct due diligence and assessment exercises in
relation to immovable properties and financial viability of the project. Once we have identified
a plot which may be suitable for development, we, together with our local lawyers, conduct due
diligence investigations in respect of land we desire to develop, including a review of land
records, planning records and ownership records, and publish a notice in newspapers requesting
any persons claiming ownership of the land to state their claims. Assuming that our
investigations show no significant problems with the identified land, we will enter into
negotiations to seek to reach a preliminary agreement with the landowners, either to acquire the
underlying land ourselves or to enter into a development agreement with them. This
preliminary agreement will usually be memorialised in a memorandum of understanding.
Formal conveyancing of land by the seller (at which time stamp duty becomes payable) is
completed only shortly before construction is due to start and after all requisite governmental
consents and approvals have been obtained.

Obtaining consents, authorisations and approvals
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Once we have identified and reached a preliminary agreement to acquire development or
ownership rights over a plot of land, we seek requisite governmental consents and approvals,
including siting, planning and environmental approvals. We have considerable experience in
working with governmental authorities to obtain such approvals. This experience has given us a
good understanding of the regulatory framework in which we operate, thereby enabling us to
obtain requisite government approvals on a timely basis and to obtain approval for the
development of the maximum permitted square footage given the size of each plot.

Prior to any construction taking place on slum land which is eligible for redevelopment,
developers are obliged to obtain the consent of at least 70% of the eligible slum dwellers
situated on the land identified for development and the consent of the applicable slum dwellers'
cooperative association. Once the requisite consents have been obtained and documented,
detailed development proposals are then submitted for approval to the SRA or MIDC, as the
case may be, along with all relevant supporting documentation. We are experienced in liaising
and negotiating with slum dwellers, the SRA and MIDC.

In general, after identifying a suitable development site, the time taken to obtain the requisite
approvals, consents and authorisations ranges from approximately two to four months for our
developments on privately owned land and five to seven months for slum rehabilitation
developments (as a result of the extra time involved in obtaining the slum dwellers' consents).

Project preparation

Shortly after we have identified a potential development site, we evaluate and estimate the costs
which will be incurred in relation to each project and establish a timetable for project
development and completion. This process is undertaken by our engineering department, who
receive input from our purchasing department in relation to estimated sub-contracting costs and
supply and raw materials costs.

At this stage, depending on the size of the project, we may approach third parties to enter into a
joint venture or partnership in respect of a project. Identification of and negotiations with these
third parties is carried out by our management.

Also at this stage, we obtain financing for the project. We fund all of our projects through
project-specific bank borrowings, which are repayable at the end of each project. We work with
several different Indian banks to satisfy our working capital needs in respect of our projects.
Our finance department, and ultimately our Chief Financial Officer, is responsible for all of our
borrowings and for financing each project.

We have securitised our future rental income in respect of most of our commercial properties
with various Indian public sector undertaking ("PSU") banks, including Canara Bank and
Punjab National Bank. See the section entitled "Financial Indebtedness" on page 299. Pursuant
to these securitisations, we receive a lump-sum payment from such bank once the commercial
property has been completed and rented, and the bank receives directly from our tenants the
rent paid in respect of such properties, usually for a term of eleven years. Upon the completion
of this eleven year term, we are restored the right to receive rental amounts paid in respect of
our property. We have adopted this securitisation strategy with respect to our rental properties
in order to be able to receive these funds up-front upon the completion and rental of each
project, while still capturing upon the conclusion of the securitisation term any appreciation in
capital value which may have occurred during such period.

We employ a large, experienced team of architects and, after a detailed review of the site
parameters, project cost estimate and project development timetable, we formalise an
architectural brief which is subsequently finalised either internally or with selected external
architects and consultants, depending on the size and complexity of the project.
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Project management and execution

In 1989, we were incorporated, commenced our real estate development work and undertook
our first residential development project. Initially, we directly executed ourselves most of the
construction work for our own projects. However, since the mid-1990s we have moved away
from carrying out our own construction work and instead sub-contract the construction of
projects to third party constructors, thereby enabling us to focus on project management, and to
leverage the scale of our real estate development capability. We believe, however, that our prior
construction experience enables us to understand the issues faced by our external contractors
and the way in which our external constructors work. All of our current projects are carried out
using the services of third party constructors. We work with approximately 15 to 20 third party
contractors and believe that we have good, long-standing working relationships with them.

We tend to procure the basic building materials for our projects, such as steel and concrete,
directly from Indian suppliers. We have approximately 15 to 20 suppliers that we regularly use
and with whom we have good, long-standing working relationships. Most of the building
materials we procure are sourced from India; however, we also sometimes import supplies from
other countries when to do so would provide us with better quality, higher-technology or more
cost-efficient materials. Certain other raw materials or supplies are supplied by our
constructors.

We closely monitor the development process, construction quality, safety, actual and estimated
project costs and construction schedules of our projects. In particular, we endeavour to maintain
high health and safety standards in all our real estate developments and place great emphasis on
the safety of our employees, constructors, contractors and the general public. Our site office
and engineering department is ultimately responsible for site safety during project execution.

Marketing and post-completion

Our marketing department is responsible for procuring customers, both sales and rental, for the
units in our developments and for conducting pre-sales. We market our units through marketing
techniques such as newspaper, internet and billboard advertising, launch events and corporate
presentations. We also cooperate with international property consultants, who refer potential
customers to us. We do not, however, engage on an exclusive basis the services of any real
estate brokerage or mortgage lender in connection with the sale or lease of our developments.

A significant number of our residential development units are pre-sold prior to completion of
the development. In connection with our pre-sales of residential units, we require that
customers pay advances on the purchase price, which advances our residential customers are
required to increase in amount as we progress through various milestones or stages of
construction of their residential unit. Our marketing department is responsible for the booking
of sales once customers are identified and collects all customer deposits.

We seek to foster good relations with our customers and to keep in touch with them by sending
periodic newsletters and mail pieces. In each of our developments we will provide all of our
customers a pre-occupancy inspection with our site engineer as well as with a customer survey
encouraging constructive feedback on our developments. We actively follow up with the
collection of these surveys.

We manage all of our commercial and retail properties and, in respect of our residential
developments we also provide property management services for a limited time, until the

formation of a co-operative residents association for each of our residential projects.

INSURANCE
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Our management believes that our insurance coverage is adequate given our business activities.

We maintain insurance coverage with leading Indian insurers TATA AIG, The New India
Assurance and ICICI Lombard covering our assets and operations for all of our projects. The
insurance coverage (such as for work in progress and raw materials) we procure varies with
respect to each project, and generally includes coverage for fire, earthquake, flood, accident and
general liability insurance. Under the general liability insurance, we are insured against legal
liability to pay damages for third party civil claims arising out of bodily injury or property
damage caused by an accident during project execution. We also procure insurance in respect
of terrorism risk with respect to certain of our real estate projects.

We require that our construction contractors take out and maintain in effect workmen's
compensation and general liability insurance naming us as an additional insured party. As a
result, we do not maintain any insurance coverage of our own for contractor-related
construction risk. We also do not carry coverage for contractor's liability, timely project
completion, loss of rent or profit, construction defects or consequential damages for a tenant's
lost profits.

We maintain directors' and officers' liability insurance in respect of our directors and officers.
EMPLOYEES
Our employees

We employ many well qualified and skilled employees and all our senior management,
including the heads of each department, are professionally qualified. Our professionally
qualified staff includes engineers, design consultants, marketing specialists, treasury officers,
costing consultants, procurement officers and accountants.

We have historically outsourced a significant portion of our employee by contracting with a
Promoter Group company in which we have a 5.41% equity interest, Citygold Management
Services Pvt Limited (“Citygold”), on a non-exclusive basis for the provision of project
management and architectural services. Citygold provides such services to our company as well
as to third parties. As compensation for providing services to us, Citygold receives payments
from us equivalent to its costs plus a 2-5% mark-up. Citygold is not a subsidiary of our
company, and we do not consolidate our accounts with such company.

Our work force presently consists of a growing number of employees, in addition to outsourced
staff. As of November 30, 2006, we had 101 employees, including 66 professionals and 35 non-
professionally qualified staff. We do not employ any part-time or temporary employees, nor do
we employ any construction staff. We do not include in the above employee headcount figures
any manpower employed or engaged by our sub-contractors or joint venture partners. As of
November 30, 2006, we also utilised 187 outsourced employees on a full-time basis, including
17 professionals and 170 non-professionally qualified staff, all employed by Citygold. Citygold
currently outsources to us the services of architects, project managers, and support staff such as
file clerks and drivers.

As of June 30, 2005, we did not directly employ any employees. As of June 30, 2005, we
utilised 166 outsourced employees on a full-time basis, including 65 professionals and 101 non-
professionally qualified staff, all employed by Citygold.

Until November 2005, we did not directly employ any employees, and instead outsourced all of
our employees from Citygold. In that month, we began to hire employees directly for the first
time in our history by migrating staff from Citygold to our own payroll. We expect that with
the growth of our business, and the future migration of additional employees from Citygold to
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our payroll, our employee headcount will increase. We do not directly employ any architects,
retaining such professionals instead from various independent architectural firms on a project-
by-project basis and more frequently through Citygold, which holds a license enabling it to
provide architectural services to third parties.

Employee Compensation

Our employee compensation and benefits include salaries, health insurance and petty employee
loans. Our pension contributions in respect of our employees are limited to those contributions
required to be made by us under Indian law to state-run compulsory pension programmes. We
do not currently have an employee stock option plan, but may adopt such a plan in the future.

Training and development

We place great emphasis on training and developing our staff and provide regular, weekly
training to our staff through lectures and workshops given by both our senior staff and external
speakers. We recognise that our senior employees have a significant amount of experience and
knowledge which can be passed on to our junior staff.

In addition, we have recently founded the Real Estate Management Institute (the “Institute”),
based at Akruti Centre Point. The Institute was inaugurated on August 5, 2006. The Institute
will offer a two-year program of study leading to a diploma in real estate management. Target
students for the Institute would include civil engineering graduates, who would have the
necessary engineering expertise, but may not have as much commercial experience. We might
target the best students from the Institute as future employees of the Company. The activities of
the Institute, which is a for-profit entity, are supervised by certain members of our Promoter
Group.

Labour Relations

Our employees are not unionised, and we have not experienced any work stoppages or
significant labour disruptions during our operational history.

INTELLECTUAL PROPERTY

We have registered our trademark and logo “Akruti Nirman Limited” with the trademarks
registry at Mumbai under Class 37 in respect of construction, builders, developers, etc. We
have applied for the registration of the tradename “Akruti”’, which tradename we use in relation
to most of our projects, including our joint venture projects. This application for registration is
currently pending. Further, by way of a trade mark licence agreement dated September 28,
2006 we have granted one of the Promoter Group companies, Roopkala Pictures Private
Limited, a non-exclusive, non-transferable licence to use the trade name “Akruti” in the course
of its business in cities having a population of less than one million. We also understand that
Roopkala Pictures Private Limited had made an application for the grant of registration of the
tradename “Akruti” but pursuant to the above arrangement have provided an undertaking to us
that they shall withdraw such application made by them. We have also applied for the
registration of “Akruti One World” as a trademark.

COMPETITION

The real estate development industry in India, while fragmented, is highly competitive and we
face competition in Mumbai (where our business activities are presently focused) from other
large Indian commercial, retail and residential real estate development and construction
companies in the Mumbai area, such as Hiranandani Developers Limited, Raheja Group, Dhiraj
Developers Ltd, Kalpataru Developers, Marathon Group and the Lokhandwala Group.
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Given our strategy of expanding our business activities nationally to include real estate
development in other select regions in India, we may experience competition in the future from
various Indian commercial, retail and residential real estate investment and development
companies with significant operations elsewhere in India, such as the DLF Group, Ansal
Group, Parsvnath Developers and Unitech Limited.

We may also face competition in the future from certain foreign real estate development
companies and construction firms operating in India or which in the future may enter the Indian
market.

THE COMPANY’S HEAD OFFICE
Our registered office and corporate headquarters are located at 6™ floor, Akruti Trade Centre,

Road No. 7, Marol MIDC, Andheri (East), Mumbai 400 093, India, which premises are owned
by us.
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REGULATIONS AND POLICIES IN INDIA

The Company is engaged in the business of real estate development. The Company undertakes
construction by sub-contracting all its activities. Thus, most of the legal requirements in
relation to construction activities are taken care of by such sub contractors. For the purposes of
executing the work, the Company may be required to obtain licenses and approvals depending
upon the prevailing laws and regulations applicable in the relevant state and/or local governing
bodies such as the Municipal Corporation of Greater Mumbai, Slum Rehabilitation Authorities,
the Fire Department, the Environmental Department, the City Survey Department, the
Collector, MSD, etc. For details of such approvals please see "Government Approvals" on page
317 of this Red Herring Prospectus.

Additionally, our projects require, at various stages, the sanction of the concerned authorities
under the relevant state legislation and local bye-laws. While the real estate development
industry remains largely unregulated, we are subject to land acquisition, town planning and
social security laws. The following is an overview of the important laws and regulations, which
are relevant to our business as a real estate developer.

CENTRAL LAWS
Laws relating to land acquisition

The Urban Land (Ceiling and Regulation) Act, 1976 prescribes the limits to urban areas that
can be acquired by a single entity. It has however been repealed in some states and union
territories under the Urban Land (Ceiling and Regulation) Repeal Act, 1999. The Act is still
applicable in the State of Maharashtra, including Mumbai. Further, land holdings are subject to
the Land Acquisition Act, 1894 which provides for the compulsory acquisition of land by the
central government or appropriate state government for public purposes, including planned
development and town and rural planning. However, any person having an interest in such land
has the right to object to such compulsory acquisition and the right to compensation.

Laws regulating transfer of property
Transfer of Property Act, 1882

The transfer of property, including immovable property, between living persons, as opposed to
the transfer of property by the operation of law, is governed by the Transfer of Property Act,
1882 (“T.P. Act”). The T.P. Act establishes the general principles relating to the transfer of
property, including among other things, identifying the categories of property that are capable
of being transferred, the persons competent to transfer property, the validity of restrictions and
conditions imposed on the transfer and the creation of contingent and vested interest in the

property.
Registration Act, 1908

The Registration Act, 1908 (“Registration Act”) has been enacted with the object of providing
public notice of the execution of documents affecting transfer of interest in immoveable
property. The purpose of the Registration Act is the conservation of evidence, assurances, title,
and publication of documents and prevention of fraud. It details the formalities for registering
an instrument. Section 17 of the Registration Act identifies documents for which registration is
compulsory and includes, among other things, any non-testamentary instrument which purports
or operates to create, declare, assign, limit or extinguish, whether in present or in future, any
right, title or interest, whether vested or contingent, in immovable property of the value of one
hundred rupees or more, and a lease of immovable property for any term exceeding one year or
reserving a yearly rent. A document will not affect the property comprised in it, nor be treated
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as evidence of any transaction affecting such property (except as evidence of a contract in a suit
for specific performance or as evidence of part performance under the T.P. Act or as collateral),
unless it has been registered.

The Indian Stamp Act, 1899

Stamp duty needs to be paid on all documents specified under the Stamp Act and at the rates
specified in the Schedules thereunder. The rate of stamp duty varies from state to state. The
stamp duty is payable on instruments at the rates specified in Schedule I of the said Act. The
applicable rates for stamp duty on these instruments, including those relating to conveyance,
are prescribed by state legislation. Instruments chargeable to duty under the Stamp Act which
are not duly stamped are incapable of being admitted in court as evidence of the transaction
contained therein. The Stamp Act also provides for impounding of instruments which are not
sufficiently stamped or not stamped at all.

The Easements Act, 1882

The law relating to easements is governed by the Easements Act, 1882 (“Easements Act”).
The right of easement is derived from the ownership of property and has been defined under the
Easements Act to mean a right which the owner or occupier of land possesses for the beneficial
enjoyment of that land and which permits him to do or to prevent something from being done in
respect of certain other land not his own. Under this law an easement may be acquired by the
owner of immovable property, i.e. the dominant owner, or on his behalf by the person in
possession of the property. Such a right may also arise out of necessity or by virtue of a local
custom.

Laws relating to employment

The employment of construction workers is regulated by a wide variety of generally applicable
labour laws, including the Contract Labour (Regulation and Abolition) Act, 1970, the
Minimum Wages Act, 1948, the Payment of Bonus Act, 1965, the Building and Other
Construction Workers (Regulation of Employment and Conditions of Service) Act, 1996 and
the Payment of Wages Act, 1936.

Industrial parks

The GOI has notified the Industrial Park Scheme (the “Scheme’) on April 1, 2002 in relation to
the establishment of industrial parks. Proposals to establish industrial parks which meet the
criteria set out in the Scheme are accorded automatic government approval by the Secretariat
for Industrial Assistance. Proposals not meeting such parameters require the prior sanction of
the ‘Empowered Committee' set up in the Department of Industrial Policy & Promotion,
Ministry of Commerce & Industry, Gol.

Objectives of industrial parks

Any project, being an industrial park, is required to aim at setting up of (a) an industrial model
town for development of industrial infrastructure for carrying out integrated manufacturing
activities including research and development by providing plots or sheds and common
facilities within its precincts, (b) an industrial park for development of infrastructural facilities
or built-up space with common facilities in any area allotted or earmarked for the purposes of
specified industrial uses, or (c) a growth centre under the growth centre scheme of the Gol.

Tax exemptions

Under the Scheme, a developer who has established an industrial park before March 31, 2006 is
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granted tax exemptions for a period of 10 years in the form of deduction of 100% of business
profits earned from the development, operation and maintenance of the industrial park. The tax
benefits under the I.T. Act can be availed only after the number of units indicated in the
application to the GOI, are located in the industrial park.

As per section 80 IB (10) if an undertaking is developing and building housing projects
approved before March 31, 2007 by a local authority then there is a 100% deduction from the
profit derived from such housing projects provided the size of plot of land has a minimum area
of 1 acre.

STATE LAWS

The Maharashtra Ownership Flats (Regulation of the Promotion of Construction, Sale,
Management and Transfer) Act, 1963.

The Maharashtra Ownership Flats (Regulation of the Promotion of Construction, Sale,
Management and Transfer) Act, 1963 (“MOF Act”) applies throughout the State of
Maharashtra. The provisions of the MOF Act apply to promoters / developers who intend to
construct a block or building of flats on ownership basis. The MOF Act prescribes general
liabilities of promoters and developers. Under the rules framed under the MOF Act, a model
form of agreement to be entered into between promoters / developers and purchasers of flats
has been prescribed. Under the MOF Act, the promoter / developer is required to enter into a
written Agreement for sale of flat with each purchaser and the agreement contains prescribed
particulars with relevant copies of documents and these agreements are compulsorily required
to be registered.

Maharashtra Slum Areas (Improvement, Clearance and Redevelopment) Act, 1971

The Maharashtra Slum Areas (Improvement, Clearance and Redevelopment) Act, 1971 (“MSA
Act”) provides for and governs the making of better provisions for improvement and clearance
of slum areas in the State and their redevelopment and for the protection of occupiers from
eviction and distress warrants.

Maharashtra Rent Control Act, 1999

The Maharashtra Rent Control Act, 1999 (“MRC Act”) has been enacted to unify, consolidate
and amend the law relating to control of rent and repairs of certain premises and of eviction in
Mabharashtra and for encouraging the construction of new houses by assuring a fair return on
the investment by landlords and to provide for the matters connected with the purposes
aforesaid.

Maharashtra Tax on Buildings (with Larger Residential Premises) Act, 1979

The Maharashtra Tax on Buildings (with Larger Residential Premises) Act, 1979 has been
enacted to provide for levy of tax on buildings in corporation areas in the State of Maharashtra,
which contain larger residential premises.

The Bombay Stamp Act, 1958.

As stated above, the applicable rates for stamp duty on various instruments, including those
relating to conveyance, are prescribed by state legislation. The stamp duty rates as applicable in
Maharashtra have been prescribed by the Bombay Stamp Act, 1958 (“BSA”). Set out below are
some of the salient rates of stamp duty in the context of the Company’s operations:

1. Development Agreement: under the BSA, stamp duty of 1% on consideration/market
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value, whichever is more is payable.

2. Power of Attorney: if stamp duty is paid, as above, on the development agreement, then
stamp duty payable is Rs. 200/-.

3. Agreement with flat owners: Concessional stamp duty is provided for residential units
and stamp duty on commercial units at the rate of 5%.

4. In case of investments executed for the rehabilitation of slum dwellers, the Government
of Maharashtra has, in exercise of its powers under section 9 of the BSA, reduced the
stamp duty to Rs. 100/- only.

The Maharashtra Value Added Tax Act, 2002

The Maharashtra Value Added Tax Act, 2002 prescribes certain requirements in relation to the
payment of value added tax in Maharashtra.

Maharashtra Cooperative Societies Act, 1960

The Maharashtra Cooperative Societies Act, 1960 has been enacted with a view to providing
for the orderly development of cooperative movement in the State of Maharashtra in
accordance with the relevant Directive Principles of State Policy enunciated in the Constitution
of India.

Bombay Municipal Corporation Act, 1888

The Bombay Municipal Corporation Act, 1888 has been enacted to regulate the municipal
administration of the city of Bombay (now Mumbai) and to secure the due administration of
municipal funds.

The Maharashtra Housing and Area Development Act, 1976

The Maharashtra Housing and Area Development Act, 1976 has been enacted for giving effect
to the policy of the State towards securing the principle specified in the Constitution of India
and the execution of the proposals, plans or projects therefore and acquisition therefore of the
lands and buildings and transferring the lands, buildings or tenements therein to the needy
persons and cooperative societies of occupiers of such lands or buildings.

The Maharashtra Apartment Ownership Act, 1970

The Maharashtra Apartment Ownership Act, 1970 has been enacted to provide for ownership
of an individual apartment in a building and to make such apartment heritable and transferable

property.

The Building and other Construction Workers Regulation of Employment and Conditions
of Service) Act, 1996

The Building and other Construction Workers (Regulation of Employment and Conditions of
Service) Act, 1996 has been enacted to regulate the employment and conditions of service of
building and other construction workers and to provide for their safety, health and welfare
measures and for other matters connected therewith or incidental thereto.

Slum Rehabilitation Scheme of the Government of Maharashtra

The Government of Maharashtra (“GOM”) launched the Slum Rehabilitation Scheme in 1995
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(““Scheme”) by introducing amendments to the Development Control Regulations for Greater
Bombay, 1991 (“DCR”). The Scheme was made effective from December 25, 1995. The
provisions of the Scheme are contained in Regulation 33(10) and Appendix IV of the DCR.
Under the Maharashtra Regional and Town Planning Act, 1966 (“MRTPA”) the SRA,
appointed under section 3A of the Maharashtra Slum Areas (Improvement and Redevelopment)
Act, 1971, serves as a planning authority for all slum areas in Greater Mumbai except those
located in the Maharashtra Industrial Development Corporation (“MIDC”) area and to facilitate
the slum rehabilitation scheme. The powers, duties and functions of the SRA are to survey and
formulate schemes of rehabilitation of slum areas and to ensure the slum rehabilitation scheme.

In terms of section 40 of the MRTPA, in the case of slums located on land belonging to the
MIDC, the MIDC is the Special Planning Authority which is empowered to discharge the
duties of the SRA in so far as the slums located in MIDC Industrial belt are concerned.

Working of the Slum Rehabilitation Scheme
1. All slum dwellers whose names appear in the electoral roll of January 1, 1995 or prior

electoral roll and who are presently residing in huts are eligible to claim free tenement
under the rehabilitation scheme.

2. At least 70% of the eligible hutment dwellers in a slum or pavement in a viable stretch
at one place must agree to join the rehabilitation scheme for it to be considered for
approval by the SRA.

3. An individual agreement must be entered into between the developer and the hutment

dweller jointly with his/her spouse for every structure.

4. After obtaining the requisite level of consent of the slum dwellers, the Developer
submits a detailed slum rehabilitation proposal to the SRA along with various
documents for approval.

5. The SRA scrutinizes the proposal and sanctions the rehabilitation scheme.

6. The SRA approves the scheme within a time limit of 30 days. In the event of a failure
by the SRA to do so, the approval shall be deemed to have been given, provided the
project is in accordance with the provisions of the Scheme. Further, in terms of the
order dated June 30, 2006 of the Bombay High Court in Shiv Sai Bhagwati Co-
operative Housing Society (Proposed) v. the SRA, so long as the SRA does not decide
the scheme of one developer, it cannot consider the scheme of any other developer.

7. The SRA issues a letter of intent to the Developer conveying the approval to the
scheme, approval to the layout, building wise plan approval (I.O.A. or Intimation of
Approval) and C.C. (Commencement Certificate) first in relation to the rehabilitation
component and thereafter in relation to the proportionate free sale component of the

proposed .
8. The Developer proceeds with the implementation of the scheme.
9. Eligible hutment dwellers are allotted in exchange for their structure, free of cost, a

residential tenement having a carpet area of 20.90 Sq. mtrs (225 Sq.ft). In respect of
eligible commercial tenements, equivalent area is allotted to the dweller, as was
occupied prior to the development.

10. The Developer will re-house the slum dweller as per the list certified by SRA allotting
tenements and shop area free of cost.
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11.

12.

13.

14.

15.

16.

17.

18.

19.

20.

The Developer should register the society of slum dwellers to be re-housed under the
Slum Rehabilitation Scheme after completion of the project.

The rehabilitation tenements cannot be sold/leased/assigned/transferred in any manner
for 10 years from the date of taking over possession except to legal heirs without the
prior permission of SPA.

If necessary, temporary transit accommodation is to be provided to the slum dwellers
by the Developers during the construction of rehabilitation and free sale structures.

SRA leases part of the land on which the rehabilitation component of the scheme is
constructed initially for 30 years to be renewed for a further period of 30 years at a
nominal lease rent of Rs.1,001 for 4,000 Sq.mtrs of land to the society of slum
dwellers. The same conditions apply to land under the free sale component and the land
shall be leased directly to the society/association of the purchasers on the free sale
components pending which it shall be leased to the developer.

In consideration of the Developer providing tenements to the slum dwellers free of
cost, the Developer is permitted to construct and sell separate structures in the plot. The
ratio between the rehabilitation component and the sale component varies from 1:1 to
1:1.33, depending upon the location of the project.

Prior to applying for an occupation certificate for the rehabilitation building, the
Developer has to deposit with the SRA / SPA, an amount of Rs. 20,000 per
rehabilitation tenement for meeting the maintenance costs.

The Developer is also required to pay infrastructure development charges of Rs.560/-
to Rs. 840/- per square meter (depending upon the location of the project) for the Built-
up area over and above the normally permissible FSI for the Rehabilitation and free
Sale tenements.

FSI to be sanctioned for a slum rehabilitation project may exceed 2.5, but the
maximum FSI that can be utilized on any slum site for a project cannot exceed 2.5. The
difference between the sanctioned higher FSI and 2.5, if any, is made available in the
form of Transferable Development Rights (“TDR”). If the full amount of the relevant
FSI cannot be used on the same site due to constraints such as height restrictions,
uneconomical site conditions, etc., TDR may be allowed as necessary even without
consuming FSI upto 2.5 on the same site.

The SRA on being satisfied that it is necessary to do so, or when directed by the State
government, shall denotify a slum rehabilitation area.

The builder is free to construct and sell/lease/mortgage the sale building at any time
during the implementation period of the scheme. However, the occupation certificate in
the sale building will be given by the SRA / SPA to the extent of 90% of the area for
which occupation certificates are given in the rehabilitation building. The balance 10%
of the occupation certificate for the sale building will be given only on completion of
the rehabilitation scheme. The free sale component of a project can be utilized for
residential, commercial or retail purposes.

REGULATIONS REGARDING FOREIGN INVESTMENT

Real estate sector
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The Gol has permitted FDI of up to 100% under the automatic route in townships, housing,
built-up infrastructure and construction-development projects (‘“Real Estate Sector”), subject to
certain conditions contained in Press Note No. 2 (2005 series) (“Press Note 2”). A short
summary of the conditions is as follows:

()

(b)

(©

(d)

(e)

Minimum area to be developed is 10 hectares in the case of serviced housing plots and
50,000 square metres in the case of construction development projects. Where the
development is a combination project, the minimum area can be either 10 hectares or
50,000 square metres.

Minimum capitalization of US$10 million for wholly owned subsidiary and US$5
million for a joint venture has been specified and it is required to be brought in within
six months of commencement of business of the company.

Further, the investment is not permitted to be repatriated within three years of
completion of minimum capitalization except with prior approval from FIPB.

At least 50% of the project is required to be developed within five years of obtaining
all statutory clearances and the responsibility for obtaining it is cast on the foreign
investor. Further, the sale of undeveloped plots is prohibited.

Compliance with rules, regulations and bye-laws of state government, municipal and
local body has been mandated and the investor is given the responsibility for obtaining
all necessary approvals.

We have received confirmation from DIPP vide their letter no. 5(6)/2000-FC(Pt.file) dated
November 14, 2006 and from RBI vide their letter No. FE.CO.FID/12752/10.78.000/2006-07
dated December 12, 2006 allowing FII participation in the Issue.

Industrial parks

The Gol has permitted foreign direct investment of up to 100% FDI for setting up of Industrial
Parks in India under the automatic route.
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Board of Directors

OUR MANAGEMENT

Under our Articles of Association we cannot have fewer than three directors or more than 12
directors. We currently have 7 directors on our Board of Directors.

The following table sets forth details regarding our current Directors:

Name, Father’s/ Age Address . .
Husband’s Name, Other Directorships
Designation and
Occupation
. th

Mr. Heman.t M. Shah 53 Akruti 23-F, 6 I. Akruti Knowledge & Research
S/o Mr.Mahipatray V. VyIS. floor, Doongersey Limited
Shah, Road,
Designation: Walkeshwar, 2. DLF Akruti Info Parks(Pune)
Executive Chairman, Mumbai 400006. Limited

Occupation: Business

3. Infrastructure Venture India
Limited

4. Mangal Shrusti Gruh Nirmiti
Limited

5. Adhivitiya Properties Limited
6. Agreem Properties Limited
7. Arnav Properties Private Limited.

8. E-Commerce Solutions (I) Private
Limited

9. Sheshan  Housing &  Area
Development Engineers Private
Limited

10. TDR Properties Private Limited

11. Vaishanvi Builders & Developers
Private Limited

12. Vishal Nirman (India) Private
Limited

13. Vishal Tekniks (Civil) Private
Limited

14. Buildbyte.com  (India)  Private
Limited

15. Citygold  Investment  Private
Limited

16. Citygold Management Services
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Name, Father’s/
Husband’s Name,
Designation and
Occupation

Age

Address

Other Directorships

17.

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31.

32.

Private Limited

Dharni Properties Private Limited
Gallant Infotech Private Limited
Ichha Construction Private Limited
Akruti Guestline Private Limited

Pristine Developers Private
Limited

Roopkala Pictures Private Limited

Rushank Constructions Private
Limited

Sanskriti  Developers  Private
Limited

Almighty Impex PrivateLimited
Akruti Agricultural and
Educational ~ Research  Private

Limited

Akruti Farming and Educational
Research Private Limited

Akruti Farming and Educational
Services Private Limited

Ukay Valves and Founders Private
Limited

Vishwajeet Consultancy Private
Limited
Devraj Consultancy Private
Limited

Real  Technology = Machinery
Private Limited
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Name, Father’s/ Age Address . .
Husband’s Name, Other Directorships
Designation and
Occupation
: i

Mr. Vyomesh M. 47 Akruti 23-F, 6 1. Akruti Knowledge & Research
Shah VyIS. floor, Doongersey Limited
S/o Mr.Mahipatray V. Road,
Shah Walkeshwar .

’ ’ 2. DLF Akruti Info Parks (P
Designation: Mumbai 400006. Limitad Mo T (Pune)
Managing Director,

Occupation: Business 3. Infrastructure Venture India

Limited

4. Mangal Shrusti Gruh Nirmiti
Limited

5. Adhivitiya Properties Limited

6. Agreem Properties Limited

7. Brainpoint Infotech  Private
Limited

8. Arnav Properties Private
Limited

9. Akruti Centre Point Infotech
Private Limited

10. Akulpita Construction Private
Limited

11. Vaishanvi Builders &
Developers Private Limited

12. Vishal Tekniks (Civil) Private
Limited

13. Buildbyte.com (India) Private
Limited

14. Citygold Investment Private
Limited

15. Citygold Management Services
Private Limited

16. Dharni Properties Private
Limited

17. Gallant Infotech Private Limited

18. Ichha  Construction  Private
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Name, Father’s/ Age Address . .
Husband’s Name, Other Directorships
Designation and
Occupation
Limited
19. Akruti Guestline Private Limited
20. Pristine  Developers  Private
Limited
21. Roopkala  Pictures  Private
Limited
22. Rushank Construction Private
Limited
23. Sanskriti Developers Private
Limited
24. Almighty Impex Private Limited
25. Akruti Agricultural and
Educational Research Private
Limited
26. Akruti Farming and Educational
Research Private Limited
27. Akruti Farming and Educational
Services Private Limited
28. Everest Kanto Cylinders
Limited
29. Ravin Cables Limited
30. Kamal Bakery Private Limited
31. Saicharan Consultancy Private
Limited
32. Devkrupa Consultancy Private
Limited
Mr. Madhukar 62 1101, Akruti- 1. Akruti Knowledge & Research
Chobe yrS. Atria, Wing — B, Limited
S/o Mr. Badrilal Chobe Off. N. S. Phadke
Dgsngnatlon:Executlve Rd., Niharika 2. Adhivitiya Properties Limited
Director Complex,
Occupation: Service Saiwadi, An@hen 3. Akruti Centre Point Infotech
(E), Mumbai- Private Limited
400069
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Name, Father’s/ Age Address . .
Husband’s Name, Other Directorships
Designation and
Occupation
4. Chitwan Ispat Private Limited
5. Shri Mahavir Sahakari Bank
Limited
Mr. Hayagreeva 55 501, Yashowan .
Ravikumar Puranam yrs. Towers, Behind I Bharat Forge Limited
S/o Mr. Puranam Mahim Head Post 2. Eveready Industries India
Venkata Office, Limited
Subrahmanyam T.H.Kataria
) _— Marg, M?hlm 3. National Commodity &
Designation: . (W), Mumbai 400 Derivatives Exchange Limited
Independent Director, 016
) . 4. National Collateral Management
Occupation: Service Services Limited
5. NABARD Consultancy Services
Limited
6. SKS  Microfinance  Private
Limited
7. The Federal Bank Limited
8. NCDEX Spot Exchange Limited
Mr. Shailesh 50 228, Kalpataru . .
Haribhakti yrs. | Habitat, B Wing, | " E‘;‘r’rlfiatl‘zlon Retail ~ (India)
S/o Mr. Vishnu Dr. S S Rao Road, ’
Han.bhak?l Parel, Mumbai — 2. Gujarat Ambuja Cement
Designation: 400012 Limited
Independent Director,
Occupation:

Chartered Accountant

3. Everest Kanto Cylinder Limited
4. Morarjee Textiles Limited

5. Indian Petrochemicals
Corporation Limited

6. Mahindra Gesco Developers
Limited

7. Bihar Caustics and Chemicals
Limited

8. Blue Star Limited

9. Kotak Mahindra Private Equity
Trustees Limited
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Name, Father’s/
Husband’s Name,
Designation and
Occupation

Age

Address

Other Directorships

10. Fortune  Financial
(India) Limited

11. The Associated
Company Limited

12. Hercules Hoists Limited

13. Haribhakti MRI
Services Private Limited

14. Advantage Moti India Private

Limited

15. Moores
Private Limited

16. E-Biz Chem Private Limited

17. First Policy Insurance Advisors

Private Limited
18. Neue Alliance Private Limited

19. Hexaware Technologies Limited

20. Lotus India Asset Management

Company Private limited

21. Overseas Infrastructure Alliance

India Private Limited
22. Great Offshore Limited

23. Valecha Engineering Limited

Mr. Devarayapuram
Kaarthikeyan

S/o Mr. Ramasamy
Kaarthikeyan
Designation:
Independent Director,
Occupation:
Counsultant / Advisor

68
yIS.

5121,

Sarvapriya

Vihar, New Delhi -
110016

1. Magus Media Private Limited

2. Star Health and Allied Insurance

Company Limited

3. TAJGVK - Hotels & Resorts

4. Vidi Vedika Heritage Private

Limited

5. Sri Krishna Sweets U.S.A., Inc.
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Name, Father’s/ Age Address
Husband’s Name,
Designation and

Other Directorships

Occupation

Mr. Shailesh Bathiya | 51 A-5, Haridwar, 2™ . .
S/o Mr. Haridas VyIS. Floor, Mathuradas 1. Ashapura Minechem Limited
Bathiya Road, Kandivali . . .

’ 2. Aditya Medisales Limited
Designation: (W), Mumbai — ttya Medisates Limite
Independ‘ent Director, 400067 3. Tricom India Limited
QOccupation:
Chartered Accountant 4. Challenge Consultancy Services

Private Limited

5. Challenge Finance and
Investments Private Limited

Details of Directors

Mr. Hemant M. Shah, 53 years (passport no. E7536275, Income-Tax PAN: AAHPS2340E,
driving license no. 431478) is the Chairman of our Company. He is a Civil Engineer from
Mumbai University having 25 years of experience in executing various large projects involving
military contracts, government projects, private contracts and real estate developments. Mr.
Hemant Shah has been a director of our Company since 1989 and he was previously involved
with Vishal Constructions as a partner since 1977. For more details, refer to the section titled
“History and Certain Corporate Matters” on page 115 of this Red Herring Prospectus. Mr.
Hemant M. Shah has a significant amount of experience in execution and management of a
wide variety of construction projects. He is a civil engineer with a self-developed construction
business. Mr. Hemant M. Shah presently controls construction planning, execution, marketing,
sales and developing new business functions.

Mr. Vyomesh M. Shah, age 47 years (passport no. Z1578498, Income-Tax PAN:
AAHPS2338C driving license no. 78/C/41) is the Managing Director of our Company. Mr.
Vyomesh Shah has been a director of our Company since 1989 and he was previously involved
with Vishal Constructions as a partner since 1977. For more details, refer to the section titled
“History and Certain Corporate Matters” on page 115 of this Red Herring Prospectus. He holds
a Bachelor of Commerce degree from Mumbai University. He is a Chartered Accountant
having over 20 years of experience in the field of construction, finance and property
development. He is presently the President of the Slum Redevelopers Association and the
Secretary of the Maharashtra Chamber of Housing Industry.

Mr. Madhukar Chobe, 62 years, is a whole-time Director of our Company. He holds a
Bachelor of Arts degree from the Pune University. He has served 7 years in the Indian Army
with the Regiment of Artillery, and 23 years in the Indian Administrative Service. After taking
voluntary retirement in 1994 as Secretary to Government of Maharashtra, Public Heath
Department, he has served as a director in Jain Irrigation Systems Limited and as Managing
Director of District Central Co-operative Bank.

Mr. Hayagreeva Ravikumar Puranam, 55 years, is an Independent Director of our
Company. He is also presently the Managing Director and Chief Executive Officer of National
Commodity and Derivatives Exchange Limited. Prior to assuming his present post, he has held
senior level positions in ICICI Bank Limited for approximately 10 years, the last being Senior
General Manager & Head of Emerging Corporate & Agri Business Group of ICICI Bank
Limited. He is a University rank holder in his Bachelor of Commerce degree exam from
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Osmania University, Hyderabad. He was awarded a gold medal for banking by the French
Chamber of Commerce, Industry and Economy. He is a member on the Board of Directors of
Bharat Forge Limited, Eveready Industries India Limited, National Collateral Management
Services Limited, The Federal Bank Limited and NABARD Consultancy Services (P) Limited.
He also serves on the governing body of the Entrepreneurship Development Institute of India,
Ahmedabad and has been a member as a guest faculty speaker on macro topical issues at
institutes of management and other industry association platforms.

Mr. Shailesh Haribhakti, 50 years, is an Independent Director of our Company. He is a
practicing Chartered Accountant and is the Chairman of the Financial Planning Standards
Board, the Indian affiliate of the Certified Financial Planner™ Board of Standards. He is the
only Indian member of the reconstituted Standards Advisory Council of the International
Accounting Standards Board. He is also a committee member of the futures and options
segment of the National Stock Exchange of India Limited, a member of the advisory board of
FIMMDA and a member of the Takeover Panel of SEBI. He also serves as a member of the
Managing Committee and the Corporate Governance Committee of ASSOCHAN and CII
respectively.

Mr. Devarayapuram Kaarthikeyan, 68 years, is an Independent Director of our Company.
He holds the degree of Bachelor of Science in Chemistry and Agriculture from Annamalai
University, Tamilnadu. He also holds a degree as a Bachelor of Law from Madras Law
College, University of Madras and practiced as an advocate for three years. He has
subsequently served in the Indian Police Service. He is currently a visiting professor in
educational institutions, and holds positions as Chairperson / Patron / President / Deputy
Chairman / Adviser / Member in several voluntary organizations including the World
Community Service Centre, the National Agriculturists Awareness Movement, the Human
Rights Organization, the National Alliance for Fundamental Right to Education,
Brahmakumari’s Academy for a Better World, the All-India Conference of Intellectuals and the
World Congress for Peace and Harmony.

Mr. Shailesh Bathiya, 51 years, is an Independent director of our Company. He is a graduate
of law from the Mumbai University. He is a practicing Chartered Accountant and is a senior
partner in S. H. Bathiya & Associates. He has over 26 years experience in the fields of Finance,
Auditing & Accounting, Mergers & Acquisitions, Corporate Law matters, Project Finance,
Taxation and Management Consultancy. He qualified as a Chartered Accountant in 1979. He
has been a member of Western India Regional Council of Institute of Chartered Accountants of
India for the years 1992 to 1995 and was treasurer of the said council for the year 1992. He was
a member of the Financial Markets and Investors’ Protection Committee of the Central Council
of The Institute of Chartered Accountants of India.

Borrowing Powers of the Directors in our Company

Pursuant to a resolution dated September 28, 2004 passed by our shareholders in accordance
with the provisions of the Companies Act, our Board has been authorised to borrow sums of
money for the purpose of the Company upon such terms and conditions and with or without
security as the Board of Directors may think fit. Our Company may borrow money up to Rs.
5,000 million as to amount and upon such terms and in such manner as they think fit and to
grant any mortgage, charge or standard security over its undertaking, property and uncalled
capital or any part thereof and to issue debentures, debenture stock and other securities whether
outright or as security for any debt, liability or obligation of the company or of any third party.

Appointment of our Directors

The terms of appointment and compensation of our Directors are as follows:
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Sr. Date of Details
Name of the X
No. . Agreement/ Remuneration (Per Term
Directors a
Resolution month)
1. | Hemant M. Shah | Agreement dated Rs. 500,000/- (no April 1, 2003 to March 31,
November 15, 2003 | other remuneration 2008
and supplementary | payable)
agreement dated
May 22, 2006
2. | Vyomesh M. Agreement dated Rs. 500,000/- (no January 1, 2002 to December
Shah December 4, 2001 other remuneration 31, 2006
and supplementary | payable)
agreement dated
May 22, 2006
3. | Madhukar Chobe | June 2, 2006 Rs. 100,000/- (no June 1, 2006 to May 31, 2011
other remuneration
payable)
4. | Shailesh Bathiya | Appointed as | No remuneration Liable to retire by rotation
Additional Director | paid by the
by resolution of the | Company except
Board of Directors | sitting fees of Rs.
dated May 12, 2006 | 20,000/- per
meeting of the
Board / Committee
attended.
5. | Shailesh Appointed as | No remuneration Liable to retire by rotation
Haribhakti Additional Director | paid by the
by resolution of the | Company except
Board of Directors | sitting fees of Rs.
dated May 12, 2006 | 20,000/- per
meeting of the
Board /Committee
attended.
6. | P.H. Ravikumar Appointed as | No remuneration Liable to retire by rotation
Additional Director | paid by the
by resolution of the | Company except
Board of Directors | sitting fees of Rs.
dated May 12,2006 | 20,000/- per
meeting of the
Board /Committee
attended.
7. | D.R.Kaarthikeyan | Appointed as | No remuneration Liable to retire by rotation
Additional Director | paid by the

by resolution of the
Board of Directors
dated May 12, 2006

Company except
sitting fees of Rs.
20,000/- per
meeting of the
Board /Committee
attended.

Pursuant to the resolution passed at the meeting of the Board of Directors held on April 20,
2006, and confirmed in the Annual General Meeting held on May 8, 2006 remuneration
payable by our Company to Mr. Hemant M. Shah and Mr. Vyomesh M. Shah (wholetime
directors) is Rs. 500,000 per month each with effect from April 1, 2006 Pursuant to the
resolution passed at the meeting of the Board of Directors held on May 30, 2006. Mr.
Madhukar Chobe was appointed as a wholetime director of our Company and his gross
remuneration was fixed at Rs. 100,000/- per month.

Mr. Hemant M. Shah has entered into an agreement dated November 15, 2003 with Akruti
Nirman Limited which sets out the terms and conditions of his employment including his
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remuneration. By a supplementary agreement dated May 22, 2006 remuneration for Mr.
Hemant M. Shah has been fixed at Rs. 500,000 per month.

Mr. Vyomesh M. Shah has entered into an agreement dated December 4, 2001 with Akruti
Nirman Limited which sets out the terms and conditions of his employment including his
remuneration. By a supplementary agreement dated May 22, 2006 remuneration for Mr.
Vyomesh M. Shah has been fixed at Rs. 500,000 per month.

Our Directors have no interest in any property acquired by the Company within two years of
the date of this Red Herring Prospectus.

Corporate Governance

The provisions of the Listing Agreement to be entered into with the NSE and the BSE with
respect to corporate governance and the SEBI Guidelines in respect of corporate governance
will be applicable to our Company immediately upon the listing of our Equity Shares on the
Stock Exchanges. Our Company undertakes to adopt the corporate governance code as per
Clause 49 of the Listing Agreement to be entered into with the Stock Exchanges upon listing.

In terms of the Clause 49 of the Listing Agreement, the Company has appointed three executive
and four Independent Directors and constituted the following committees -

(a) Audit Committee;

(b) Shareholders’/ Investors’ Grievance Committee; and

(c) Remuneration Committee.

Audit Committee

The Audit Committee was constituted by our Directors at their meeting held on April 7, 2006.
Subsequently, the Audit Committee was reconstituted by our Directors at their meeting held on
May 30, 2006,

The present members of the Audit Committee of our Board are:

1. Mr. Shailesh Haribhakti (Independent Director), Chairman

2. Mr. Vyomesh Shah (Managing Director); and

3. Mr. Shailesh Bathiya (Independent Director).

The Company Secretary of our Company acts as the secretary to the Audit Committee.

The terms of reference/scope of our Audit Committee include:

1. Overseeing of the Company’s financial reporting process and the disclosure of its
financial information to ensure that the financial statements are correct, sufficient and
credible.

2. Recommending to the Board the appointment, re-appointment and, if required, the

replacement or removal of the statutory auditors and the fixation of the audit fees.

3. Approval of payment to the statutory auditors for any other services rendered by the
statutory auditors.

4. Reviewing, with the management, the annual financial statements before submission to
the Board for approval, with particular reference to:
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(a) Matters required to be included in the Directors’ Responsibility Statement to
be included in the Board’s report in terms of clause (2AA) of section 217 of
the Companies Act.

(b) Changes, if any, in accounting policies and practices and reasons for the same.

(c) Major accounting entries involving estimates based on the exercise of
judgment by the management.

(d) Significant adjustments made in the financial statements arising out of audit
findings.
(e) Compliance with listing and other legal requirements relating to financial
statements.
®) Disclosure of any related party transactions.
(2) Qualifications in the draft audit report.
5. Reviewing with the management, the quarterly financial statements before submission

to the Board for approval.

6. Reviewing with the management, performance of statutory and internal auditors,
adequacy of the internal control systems.

7. Reviewing the adequacy of internal audit function, if any, including the structure of the
internal audit department, staffing and seniority of the official heading the department,
reporting structure coverage and frequency of internal audit.

8. Discussion with internal auditors any significant findings and follow up there on.

9. Reviewing the findings of any internal investigations by the internal auditors into
matters where there is suspected fraud or irregularity or a failure of internal control

systems of a material nature and reporting the matter to the Board.

10. Discussion with statutory auditors before the audit commences, about the nature and
scope of audit as well as post-audit discussion to ascertain any area of concern.

11. Carrying out any other function as is mentioned in the terms of reference of the Audit
Committee.

Shareholders’/Investors’ Grievance Committee

The Shareholders’/ Investors’ Grievance Committee was constituted by our Directors at their
meeting held on May 30, 2006.

The Shareholders’ / Investors’ grievance committee of our Board comprises:

1. Mr. Shailesh Bathiya (Independent Director) Chairman;
2. Mr.Hemant Shah (Executive Chairman of the Company); and
3. Mr. Vyomesh Shah (Managing Director).

The Chairman of our Shareholders’/Invesors Grievance Committee is Mr. Shaileash Bathiya.
The Company Secretary of our Company will act as secretary to this Committee.
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The shareholders’/investors’ grievance committee will be responsible for the redressal of
shareholders and investors’ grievances such as non-receipt of share certificates, balance sheet
dividend, and others.

This committee will oversee performance of the Registrars and Transfer Agents of the
Company and recommend measures for overall improvement in the quality of investor services.
This Committee will also monitor the implementation and compliance of our Code of Conduct
for Prohibition of Insider Trading in pursuance of SEBI (Prohibition of Insider Trading)
Regulations, 1992.

This Committee will also deal with various matters such as consolidation/ splitting of folios,
issue of share certificates for lost, subdivided, consolidated, rematerialised, defaced, review of
shares dematerialized and all other related matters.

Remuneration Committee

The Remuneration Committee was constituted by our Directors at their meeting held on May
30, 2006.

The Remuneration Committee of our Board comprises of three Independent Directors:

1. Mr. P.H.Ravikumar;
2. Mr. Shailesh Haribhakti; and
3. Mr. D.R.Kaarthikeyan.

The Company Secretary of our Company acts as secretary to this Committee.
The terms of reference of the Remuneration Committee are:

(a) toreview the overall compensation policy, service agreements and other employment
conditions of Managing / Wholetime Directors; and

(b) toreview the performance of the Managing / Wholetime Directors and recommending
to the Board, the quantum of annual increments and annual commission.

Shareholding of Directors in our Company

Except as below, our Directors do not hold any Equity Shares in our Company as on December
31, 2006:

Name of Director No. of Equity Shares held (pre- Percentage of Equity Share Capital
Issue)* (pre-Issue)
Mr. Vyomesh M. Shah 7,540,000 12.57%
Mr. Hemant M. Shah 5,800,000 9.66%
Mr. Vyomesh M. Shah
HUF* 4,100,000 6.83%
Mr. Hemant M. Shah
HUF* 6,892,000 11.49%

*As karta of the respective HUF
Interest of our Directors

All our Directors, including independent Directors, may be deemed to be interested to the
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extent of fees, if any, payable to them for attending meetings of the Board or a committee
thereof as well as to the extent of other remuneration and reimbursement of expenses payable to
them. The Chairman, Managing Director and our whole-time Directors are interested to the
extent of remuneration paid to them for services rendered as an officer or employee of our
Company.

All our Directors, including independent directors, may also be deemed to be interested to the
extent of Equity Shares, if any, already held by them or that may be subscribed for and Allotted
to them, out of the present Issue in terms of the Red Herring Prospectus and also to the extent
of any dividend payable to them and other distributions in respect of the said Equity Shares.
Our Directors, including independent directors, may also be regarded as interested in the Equity
Shares, if any, held by or that may be subscribed by and Allotted to the companies, firms and
trust, in which they are interested as directors, members, partners or trustees.

Some of our Directors may be deemed to be interested to the extent of consideration
received/paid or any loans or advances provided to any body corporate including companies
and firms, and trusts, in which they are interested as directors, members, partners or trustees.
For further details refer to the section titled “Financial Statements” on page 165.

Changes in our Board of Directors

The changes in our Board of Directors during the last three years are as follows:

Name Date of change Reason
Mr. Madhukar Chobe April 2, 2004 Appointed as Additional Director of
the Company
Mr. Dilip Parekh December 1, Resigned as Director of the Company
2004 of the Company
Mr. Amit Thacker September 28, Appointed as Director of the
2004 Company
Mr. Surendra Sanas September 28, Appointed as Director of the
2004 Company
Mr. Madhukar Chobe September 28, Appointed as Director of the
2004 Company
Mr. Amit Thacker February 1, Resigned as Director of the Company
2005 of the Company
Mr. Surendra Sanas February 1, Resigned as Director of the Company
2005 of the Company
Mr. Dilip Parekh April 7, 2006 Appointment as Additional director
of the Company
Mr. Dilip Parekh May 8, 2006 Ceased to be director of the Company
by not seeking reappointment at the
Annual General Meeting of the
Company held on May 8, 2006.
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Name Date of change Reason

Mr. Shailesh Bathiya May 12, 2006 Appointed as Additional Director of
the Company

Mr. Shailesh Haribhakti May 12, 2006 Appointed as Additional Director of
the Company

Mr. P.H. Ravikumar May 12, 2006 Appointed as Additional Director of
the Company

Mr. D.R.Kaarthikeyan May 12, 2006 Appointed as Additional Director of
the Company

Mr. Madhukar B. Chobe May 30, 2006 Re-appointed Wholetime Director of

the Company
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Management Organisation Structure
Our management organisation structure is set forth below:

Chairman
v Executive
Managing g Director
Director Strategy Planning
HR
(Chief l
Administrative
Officer)
CEO h
A
Admn Engineering
Co. Secretary Finance Audit Legal (Chief PR & LR (Chief Marketing
(Co. Sec) (CFO) (Chief Audit) (Grp Legal Admm¥strat1ve (DGM LR& PR) Englgeerlng (Chief Marketing
consult) Officer) Officer) Officer)
. : : . s
Site Office, Site
Audit Accounts Taxation Egrs/ MkigExe, Quality Purchase Services

Liason officers,
Supervisors, etc

(Addl. Chief)
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Key Managerial Personnel

Prior to November, 2005, the Company did not have any employees on its payroll. The activities
of the Company during such period were carried out by hiring professional services, including the
services of the applicable key managerial personnel mentioned below, from Citygold Management
Services Private Limited (“Citygold”), a member of our Promoter Group. This arrangement was
carried out on the basis of a quarterly invoice being raised by Citygold on the Company, and no
formal contract was entered into between Citygold and the Company for this purpose. From
November 1, 2005, the current employees of the Company as well as the key managerial personnel
above have been brought on to the payroll of the Company. The Company currently continues to
hire professional services from Citygold on a regular basis in order to discharge certain functions
such as architecture, project management, etc. The compensation figures included herein represent
the period November 1, 2005 to March 31, 2006 for the key managerial personnel who have been
brought on to the pay-roll of the Company from Citygold. For further details please refer to the
chapter titled “Our Business”.

In addition to our whole-time Directors, the following are our key managerial employees. All of
our key managerial personnel are permanent employees of the Company

Mr. A. Ramkrishnan (Chief Executive Officer): Mr. A. Ramkrishnan joined our Company in
June 2006. Prior to this he was a member of The Indian Administrative Service in the Maharashtra
Cadre. He was working as the Principal Secretary, Government of Maharashtra, before joining
Akruti Nirman Limited as Chief Executive Officer. Mr.Ramkrishnan is an M.Sc (Physics) from
LLT.Chennai, MBA from LI.M., Ahmedabad and L.L.B. General from Mumbai University. He
has held senior positions in the Government. He has worked as the Chief Executive Officer of
MIDC, Vice President of MHADA, M.D. of Maharashtra Tourism Department and as District
Collector. As he joined us in June 2006, no compensation was paid to him in the FY 2006. For FY
2007, the total gross remuneration payable to him is Rs. 3,600,000.

Mr. E.C. Paulose (Chief Civil Engineer): Mr. E. C. Paulose joined our Company in November,
2005. He holds a BSc (Engineering) degree from Kerala University and has over 40 years of
experience in the field of construction. Mr. E. C. Paulose has worked for over eight years with
Citygold before joining our Company. He has worked in various capacities with the Central Public
Work Department (CPWD). He manages cost analysis and works-in-progress. He is head of
engineering department. During FY 2006, he was paid gross remuneration of Rs. 216,840.

Mrs. Charuta Malshe, (Chief Administrative Officer): Mrs. Charuta Malshe joined our
Company in November 2005. She holds a Master in Arts (MA) and Diploma in Computer
Management (DCM) degrees from Mumbai University and has over 30 years of experience in the
areas of human resources and administration. She has held senior positions in ICICI Limited and
held positions as a lecturer in various educational institutions including Somaiya Engineering
College. Mrs. Charuta Malshe has worked for five years with Citygold before joining our
Company. She looks after human resources acquisition, management, training and development.
She is a Management Representative for ISO 9001-2000 related quality management systems
requirements. During FY 2006, she was paid gross remuneration of Rs. 164,217.

Mr. Mayur Shah, (Chief Marketing Officer): Mr. Mayur Shah joined our Company in
November, 2005. He holds an MBA degree from Newport University and has over 10 years of
experience in marketing. He has worked in various organizations such as Indian Petrochemical
Corporation Limited and Aarti Organics Limited. Mr. Mayur Shah has worked for over seven
years with Citygold before joining our Company. Mr. Mayur Shah looks after sales and marketing
assisted by a team of sales executives. During FY 2006, he was paid gross remuneration of Rs.
231,400.

Mr. Rajendra Shah, (Chief Finance Officer): Mr. Rajendra Shah joined our Company in
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November 2005. He holds a Chartered Accountant’s degree from the Institute of Chartered
Accountants of India and associate member of Institute of Cost & Works accountants of India. He
has over 12 years of experience in financial management in the areas of cash flow management,
treasury and project funding. He has worked in a number of organizations including Pal-Peugot
Limited and Parikh, Shah, Desai and Associates. Mr. Rajendra Shah has worked for over seven
years with Citygold before joining our Company. Mr. Rajendra Shah looks after the financial
structure of the Company and liaises with banks, financial institutions and ultimate consumers.
During FY 2006, he was paid gross remuneration of Rs. 228,800.

Mr. Kamal Matalia, (Chief Audit Officer): Mr. Kamal Matalia joined our Company in
November 2005. He holds a B. Com degree from Ranchi University. He is a member of The
Institute of Chartered Accountants of India and has over 17 years of experience in auditing and
taxation. Prior to joining our Company, he was the proprietor of Kamal Matalia & Co. Mr. Kamal
Matalia has worked for more than a year with Citygold before joining our Company. He looks
after internal audit, co-ordination with statutory auditors, finalization of accounts, preparation of
income tax returns and follow up with the income tax department. During FY 2006, he was paid
gross remuneration of Rs. 217,133.

Mrs. Nancy Pereira, (Chief Accounts Officer): Mrs. Nancy Pereira joined our Company in
November, 2005. She holds a B.Com degree from Mangalore University and has over 20 years of
experience in finance and accounts. Mrs. Nancy Pereira has worked for over eleven years with
Citygold before joining our Company. She predominantly looks after fund management. She is
experienced in the construction industry. During FY 2006, she was paid gross remuneration of Rs.
159,500.

Mr. Chetan S. Mody (Chief, Secretarial Div): Mr. Chetan Mody joined our Company in May
2006. He is a fellow member of the Institute of Company Secretaries of India and holds a degree
of LL.B (General). He has 20 years of post qualification experience in the field of secretarial, legal
and general administration. Prior to joining our Company, he has worked with Raymond Limited
and Hindustan Oil Exploration Company Limited. As he joined us in May 2006, no compensation
was paid to him in the FY 2006. For FY 2007, the total gross remuneration payable to him is Rs.
660,000.

Mr. Subhash Redekar (General Manager LR & PR): Mr. Subhash Redekar joined our
Company in November, 2005. Mr. Subhash Redekar holds a diploma in Civil engineering from
VITI College, Mumbai and has 21 years of experience in site management. He is responsible for
liaison with architects and SRA, MCGM and Revenue Department. Mr. Subhash Redekar has
worked for more than a year with Citygold before joining our Company. During FY 2006, he was
paid a gross remuneration of Rs. 183,667.

Shareholding of the Key Managerial Employees

None of our key managerial employees hold Equity Shares of our Company.

Bonus or Profit Sharing Plan for our Key Managerial Employees

There is no bonus or profit sharing plan for our key managerial employees.

Interest of Key Managerial Employees

None of our key managerial employees have any interest in the Company except to the extent of
remuneration and reimbursement of expenses.

The following of our key managerial employees are directors of certain Promoter Group
companies:
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Name Directorship
(Charuta Malshe \Vishal Teknik (Civil) Private Limited
Ichha Construction Private Limited
IRoopkala Pictures Private Limited
E. C. Paulose ICitygold Management Services Private Limited

IKamal Matalia

|Arnav Properties Private Limited

IBrainpoint Infotech Private Limited

Sheshan Housing & Area Development Engineering Private Limited

\Vishal Nirman (India) Private Limited

IRushank Constructions Private Limited

|Akruti Niharika Buildings Limited

|Akruti Agricultural and Educational Research Private Limited

Mayur Shah

|Akulpita Construction Private Limited

IE - Commerce Solutions (I) Private Limited

[T.D.R. Properties Private Limited

|Akruti Niharika Buildings Limited

Infrastructure Venture India Limited

INancy Pereira

Adhivitiya Properties Limited

|Akruti Centre Point Infotech Private Limited

Sheshan Housing & Area Development Engineering. Private Limited

ICitygold Management Services Private Limited

IAkruti Farming and Educational Research Private Limited

IRajendra Shah

|Arnav Properties Private Limited

IBrainpoint Infotech Private Limited

\Vishal Nirman (India) Private Limited

|Akruti Niharika Buildings Limited

IRushank Constructions Private Limited

Akruti Farming and Educational Services Private Limited

Changes in our Key Managerial Employees

The changes in our key managerial employees during the last three years are as follows:

Name Designation Date of change Reason
A. Ramkrishnan Chief Executive Officer June 1, 2006 Appointment
Chetan Mody Company Secretary May 23, 2006 Appointment
E.C.Paulose Chief Civil Engineer November 1, 2005 Appointment
Mayur Shah Chief Marketing Officer November 1, 2005 Appointment
Rajendra Shah Chief Finance Officer November 1, 2005 Appointment
Kamal Matalia Chief Audit Officer November 1, 2005 Appointment
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Name Designation Date of change Reason

Nancy Pereira Chief Accounts Officer November 1, 2005 Appointment

Charuta Malshe Chief Administrative Officer November 1, 2005 Appointment

Employees Share Purchase Scheme/Employee Stock Option Scheme

We do not have any employees share purchase scheme or employees stock option scheme.
Payment or benefit to officers of our Company

Except statutory benefits upon termination of their employment in our Company or

superannuation, no officer of our Company is entitled to any benefit upon termination of his
employment in our Company.
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HISTORY AND CERTAIN CORPORATE MATTERS
History of the Akruti group

The Akruti group was founded by our promoters, Mr. Hemant M. Shah and Mr. Vyomesh M.
Shah. The Company has a history of over 17 years, commencing with the incorporation of Akruti
Nirman Private Limited on February 16, 1989 and which was subsequently converted into a public
limited company on April 11, 2002 and the name was changed to Akruti Nirman Limited. The
Company by way of a resolution of its Board of Directors dated October 3, 2006 has resolved to
change the name of the Company from Akruti Nirman Limited to Akruti City Limited subject to
the approval of the ROC.

At the time of incorporation, the registered office address of our Company was at unit No. 6, 2"
floor, Tardeo Airconditioned Market Building, Tardeo, Mumbai — 400034. With effect from
December 26, 1994 it was changed to Maratha Mandir Annex, 1* Floor, Maratha Mandir Road,
Opposite Bombay Central Station, Mumbai — 400008. Thereafter, with effect from April 1, 1996,
it was changed to 2 & 4t Floor, Mukhadhyapak Bhavan, Plot no. 6B, Road no. 21, Sion (W),
Mumbai — 400022. With effect from August 1, 2003, the registered office of the Company was
changed to the Akruti Trade Centre, Road No. 7, Marol MIDC, Andheri (East), Mumbai — 400093,
Maharashtra, which is the present registered office of the Company.

The Akruti group, founded by Mr. Hemant M. Shah and Mr. Vyomesh M. Shah has a history over
17 (seventeen) years. The Promoters started their activities on March 22, 1977 under the name and
style of Vishal Constructions, a partnership firm. The Promoters and Mrs. Lata M. Shah were the
partners of Vishal Constructions. Mr. Hemant M. Shah, Mrs. Lata M. Shah and Vyomesh M. Shah
HUF were partners of the said firm sharing profit or loss in the ratio of 50%, 30% 20%
respectively. Operations were started by undertaking civil engineering and developmental jobs for
government and defence services. Vishal Constructions was dissolved on December 27, 2001.

Over the years, the Company has decided to leverage its experience and expertise for making
forays into the execution of real estate projects independently.

The Company has been involved as a construction company in a span of over 17 years. The
Company’s business activities span across residential, commercial and retail sectors, supported by
a strong management and operational team with vast professional, educational and business
experience.

Key events and milestones relating to the Akruti group

Year Event

1995 One of the few Private limited companies to join the SRA scheme with the Government of Maharashtra. First
Private limited company to receive Transferable Development Right Certificate (TDR) bearing certificate No.
SRA/001 under the SRA scheme.

1998 Started construction of one of the first few private software parks, Akruti Softech Park, at MIDC at Andheri
(East).

1999 Award for valuable contribution to Slum Rehabilitation Project presented by Accomodation Times.

2001 November 15, 2001, received ISO 9001:2000 rating from International Quality Systems in relation to Design,
Construction and Maintenance of the buildings- Residential and Commercial.

2002 1. Completed construction of Akruti Arcade, a Commercial Project at Andheri (West), Mumbai.

2. Received DA2 certification from CRISIL, on March 8, 2002.

2003 The Company completed the construction of two landmark projects, Akruti Trade Centre and Akruti Business
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Year

Event

Port.
The Company was presented the Mother India award for excellence in IT Infrastructure Development by
Outsourcing 2India.

2004

The Company was presented an award for active participation and valuable contribution to construction
industry, presented by the Practicing Engineering, Architecture and Town Planning Association of India.

2005

On November 25, 2005, the Company received reaffirmed “DA2” rating from the Credit Rating Information
Services of India, indicating a very good track record of the developer to specify and build to agreed quality
levels and transfer clear title within stipulated time schedules.

2006

The above mentioned DA2 rating was reaffirmed by the Credit Rating Information Services of India on
November 27, 2006

One of the few Private players to deliver free houses to Slum Dwellers, currently totaling over 9,400.

Main Objects

The main objects of our Company that enables us to carry on our present business and as contained
in the Memorandum of Association, are as follows:

ii.

iii.

iv.

To engage, undertake and execute any contracts for works, construction or projects
involving civil, mechanical and electrical engineering.

To undertake and execute contracts for designing and constructing bridges, ecqueducts,
tunnels, industrial sheds, cooling towers, foundations, canals, weirs, dams, mass
excavations, public utility structures, buildings.

To carry on business of Builders, Contractors, Dealers in and manufacture of pre-
fabricated and pre-cast houses, buildings or erection and material, tools, implements,
machines and metalware in connection therewith or incidental thereto fabrication or
erection of steel or tubular structures.

To purchase, develop, take in exchange or on lease, hire or otherwise acquire, whether for
investment and or sale or working the same, any real or personal estate or property
including land, mine, business building, factory, mill, houses, cottages, shops, mineral,
right concession, privilege, licences, lease whatsoever for the purpose of the Company in
consideration for a gross sum or rent or partly in or one and partly in other or for sum
other consideration and to carry on business as proprietor of flats and buildings and to let
on lease any houses, apartments wherein and to provide for conveniences commonly
provided in flats, suites residential and business quarters.

To build, construct, commercialise, convert, develop, design, demolish, deal, erect,
establish, fabricate, finance, furnish, hire, improve, lease, license, manage, maintain,
repair, remodel, recondition, renovate and sell Hotels, Taverns, Restaurants, Food Courts,
luncheon counters, Cafeterias, Bars, Resorts, Refreshment Rooms, Boarding and Lodging,
House Keepers, Motels, Guesthouses, Clubs, Shopping Malls, Theatres and Cinemas,
Entertainment and Sports Complex, Entertainment Multiplexes, Places of amusement
recreations, Amusement parks, Recreation Centres, Pubs, Discotheques, Swimming Pools,
Fitness and Health clubs, Banquet halls, Marriage halls, Hospitals, Schools, Super
markets, Hyper markets, Departmental stores, Places of worship, Highways, Roads, Paths,
Streets, Sideways, Courts, Alleys, Pavements, Bridges, land and to do other similar
construction, leveling or paving work, and for these purposes to purchase, take on leases,
or otherwise acquire and hold any lands and prepare layout thereon or buildings of any
tenure or description wherever situate and to do the business of real estate developers,
construction and estate agents, property dealers and to carry out such other related
activities in India or any other part of the world.
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Amendments to the Memorandum of Association

Since the incorporation of our Company, the following changes have been made to the
Memorandum of Association:

Date of
Amendment

Amendment

June 24, 1993

The authorized share capital of the Company was increased from Rs. 0.1 million to Rs. 1
million.

July 25, 1994

The authorized share capital of the Company was increased from Rs. 1 million to Rs. 2.5
million.

January 21,

1997

The authorized share capital of the Company was increased from Rs. 2.5 million to Rs. 5
million.

October 8, 1998

The authorized share capital of the Company was increased from Rs. 5 million to Rs. 20
million.

February 13,
2002

The authorised share capital of the Company was sub — divided into the face value of Rs.
10 each from Rs. 100 each.

The existing Clause I of the Memorandum of Association of the Company relating to
name of the Company was altered by deleting the word “Private” before the word
“Limited”

March 14, 2003

Amendment of the object clause by insertion of new sub clause 45A in clause III B to
commence new business and activities as mentioned in the special resolution.

May 7, 2004

The authorized share capital of the Company was increased from Rs. 20 million to Rs. 50
million.

April 13, 2005

The authorized share capital of the Company was increased from Rs. 50 million to Rs.
200 million.

January 27, | The authorized share capital of the Company was increased from Rs. 200 million to Rs.
2006 1,250 million.

February 21, | Alteration of the main object clause III A of Memorandum of Association of the
2006 Company by inserting clause 5 which states:

To build, construct, commercialize, convert, develop, design, demolish, deal, erect,
establish, fabricate, finance, furnish, hire, improve, lease, license, manage, maintain,
repair, remodel, recondition, renovate and sell Hotels, Taverns, Restaurants, Food Courts,
luncheon counters, Cafeterias, Bars, Resorts, Refreshment Rooms, Boarding and
Lodging, House Keepers, Motels, Guesthouses, Clubs, Shopping Malls, Theatres and
Cinemas, Entertainment and Sports Complex, Entertainment Multiplexes, Places of
amusement recreations, Amusement parks, Recreation Centres, Pubs, Discotheques,
Swimming Pools, Fitness and Health clubs, Banquet halls, Marriage halls, Hospitals,
Schools, Super markets, Hyper markets, Departmental stores, Places of worship,
Highways, Roads, Paths, Streets, Sideways, Courts, Alleys, Pavements, Bridges, land and
to do other similar construction, leveling or paving work, and for these purposes to
purchase, take on leases, or otherwise acquire and hold any lands and prepare layout
thereon or buildings of any tenure or description wherever situate and to do the business
of real estate developers, construction and estate agents, property dealers and to carry out
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Date of Amendment

Amendment

such other related activities in India or any other part of the world.

INCORPORATED JOINT VENTURES OF OUR COMPANY

The equity shares of our joint venture companies are not listed on any stock exchange. The joint
venture companies have not made any rights or public issue in the preceding three years. None of

the joint venture companies are sick companies and are not under winding up proceedings.

DLF Akruti Info Parks (Pune) Limited

DLF Akruti Info Parks (Pune) Limited was incorporated on October 01, 2004 as ‘Akruti Info Parks
Limited’ and changed its name to ‘DLF Akruti Info Parks (Pune) Limited’ with effect from
February 28, 2005. DLF Akruti Info Parks (Pune) Limited has its registered office at Akruti Trade
Centre, Road No.7, Marol, MIDC, Andheri (East), Mumbai 400093 and is engaged in the business
of development of I.T. parks and business parks.

Shareholding Pattern as on, December 31, 2006

Sr. Shareholder’s name No. of %o
No. shares
1) DLF Limited (formerly known as DLF Universal Limited) jointly with 101,840 67.00
others
2) Akruti Nirman Ltd jointly with Hemant M. Shah 24,975 16.43
3) Akruti Nirman Ltd jointly with Vyomesh M. Shah 24,975 16.43
4) Akruti Nirman Limited 160 0.10
5) Akruti Nirman Ltd jointly with others 50 0.03
6) Promoter group of our Company 10 0.01
Total 152,010 100.00

Directors as on December 31, 2006

The board of directors of DLF Akruti Info Parks (Pune) Limited comprises

Sl e

Mr. Vyomesh Shah (Chairman)
Mr. Hemant M. Shah

Mr. Bhupesh Gupta and

Mr. T.C. Goyal

Financial performance*

The audited financial results of the company for the last two financial years are as follows:
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(Rs. million except per share data)

Year ended
March 31, 2005 March 31, 2006
[Equity capital (par value Rs.10 per share) 1.17 1.52
Reserves & Surplus 0.18 (0.09)
ISales and other income NIL 0.32
Profit/Loss after tax (0.18) 0.09
[Earnings per share (Rs.) (1.50) 0.60
IBook value per equity share (Rs.) 7.12 9.44

*Since the company was incorporated on February 28, 2005 it has no results to report as of
March 31, 2004.

Mangal Shrusti Gruh Nirmiti Limited

Mangal Shrusti Gruh Nirmiti Limited ("MSL") was incorporated on September 19, 1995 and has
its registered office at Akruti Trade Centre, Road No. 7, Marol MIDC, Andheri (E), Mumbai — 400
093.

MSL is a joint venture between our Company, Chinsha Property Private Limited (“Chinsha”) and
DLF Limited (formerly known as DLF Universal Limited) (“DLF”) and is engaged in the
redevelopment of Tulsiwadi at Tardeo Keshavrao Khadye Marg, Mumbai (referred to elsewhere in
this Red Herring Prospectus as Emperor Towers) (“Tardeo Project”). The joint venture is
governed in accordance with a Shareholders' Agreement dated April 15, 2004, between our
Company, Chinsha and DLF (the "MSL SHA") and a Memorandum of Understanding dated April
15, 2004 between our Company, Chinsha and DLF.

The MSL SHA, incorporates various rights and obligations of the parties with respect to the
project including profit sharing, composition of the board of directors, powers of the board,
restriction of transfer of shares and dispute resolution. The MSL SHA provides that no decision
shall be taken by the board of directors or shareholders of MSL or resolution passed by the board
of directors or shareholders of MSL unless such decisions or resolutions have received the
affirmative vote of at least one representative each, of our Company, Chinsha and DLF. There is
also a restriction on our Company to change its shareholding in MSL until completion of the
Tardeo Project and neither our Company nor our promoters are permitted to directly or indirectly
exit from MSL until completion of the Tardeo Project. However, we are permitted to transfer our
shareholding in MSL to our subsidiaries or affiliates. Subject to certain terms and conditions in the
MSH SHA, in the event any party to the MSL SHA wishes to exit from MSL, then the
shareholding of that party in MSL is required to be offered to the other parties in proportion to
their shareholding in MSL at a value determined by two independent firms of chartered
accountants in accordance with the terms of the MSL SHA. However, no partial sale of
shareholding is permitted by any of the parties to the MSL SHA.

Shareholding Pattern as on December 31, 2006

Shareholder No. of shares %
DLF Limited (formerly known as DLF Universal Limited) 37,500 37.50
Chinsha Property Pvt Ltd 37,500 37.50
Akruti Nirman Ltd 11,900 11.90
Akruti Nirman Limited jointly with directors or key managerial 13,100 13.10
personnel
100,000 100.00

Board of Directors
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The Board of Directors of MSL currently comprises

Jimmy Jehangir Parekh (Chairman)
Firoze K Bhathena

Bhupesh I.Gupta

Trilokchand G.Goyal

Vyomesh Mahipatray Shah
Hemant Mahipatray Shah

Financial performance

The audited financial results of this company for the last three financial years are as follows:

(In Rs.million except per share data)

Year ended Year ended Year ended
March 31, 2004 March 31, 2005 March 31, 2006

Equity capital (par value Rs. 100 per 0.10 10.00 10.00
share)

Reserves & Surplus (0.27) (0.32) (0.45)
Sales and other income NIL NIL 0.07
Profit/Loss after tax (0.01) (0.05) (0.05)
Earnings per share (Rs.) (12.79) (0.53) (0.47)
Book value per equity share (Rs.) (174.75) 95.11 94.02

Infrastructure Ventures India Limited

Infrastructure Ventures India Limited ("IVIL") was incorporated on June 5, 2000 and has its
registered office at CTS No. 194 B, Nirankari Baba Ground, Opp. Great Height, Ghatkopar-
Mankhurd Link road, Chedda Nagar, Chembur — 400 071.

IVIL is a joint venture between Harish Patel, Mayur Shah, Mukesh Patel, Nainesh Shah and Akruti
Nirman Limited and is engaged in the development of State Government land at Ghatkopar (CTS
No. 194B) (referred to elsewhere in this Red Herring Prospectus as Akruti City). IVIL is governed
in accordance with a Shareholders' Agreement dated September 29, 2000 (“IVIL SHA”), between
Harish Patel, Mayur Shah, Mukesh Patel, Nainesh Shah, Mr. Hemant M. Shah and Vyomesh M.
Shah. Subsequently Mr. Hemant V. Shah transferred his shares in IVIL to our Company on May
22, 2006.

The IVIL SHA incorporates various rights and obligations of the parties with respect to the project
including profit sharing, composition of the board of directors, powers of the board, restriction of
transfer of shares and dispute resolution. There is also a restriction on our Company to change its
shareholding in IVIL In the event any party to the IVIL SHA wishes to exit from IVIL, then the
shareholding of that party in IVIL is required to be offered to the other parties at the price per
share paid at the time of the last round of funding of IVIL or the price as may be determined by
Chartered Accountant of the Company. The parties to the IVIL SHA, so long as they hold shares
in IVIL, compete with IVIL anywhere in the world, directly or indirectly through their affiliates,
subsidiaries or any other company. However, this would not restrict the parties from investing in
companies on a passive basis, listed in India or abroad to the extent of 25% of the paid up capital
of such company.

Shareholding Pattern as on December 31, 2006
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Shareholder No. of shares %0
Akruti Nirman Limited 1,666,520 33.33
Neelkanth Mansion Pvt Ltd 808,480 16.17
Rajesh Estates & Nirman Ltd 808,480 16.17
Mayur Shah 520,990 10.42
Chetan Shah 312,500 6.25
Kishor Shah 170,000 3.40
Kishor Shah HUF 170,000 3.40
Saryu Shah 170,000 3.40
Vyomesh M. Shah 170,000 3.40
Nainesh Shah 153,010 3.06
Harish Patel 25,010 0.50
Mukesh Patel 12,510 0.25
Niraj Patel 12,500 0.25
Total 5,000,000 100.00

Board of Directors

The board of directors of IVIL currently comprises

Hemant M. Shah (Chairman)
Vyomesh M. Shah

Harish R. Shah

Mukesh M. Shah

Nainesh K. Shah

Mayur R. Shah.

Nk W=

Financial performance

The audited financial results of this company for the last three financial years are as follows:

(In Rs. million except per share data)

Year ended Year ended Year ended

March 31, 2004 |March 31, 2005 | March 31, 2006
Equity capital (par value Rs. 10 per 1.50 1.50 50.00
share)
Reserves & Surplus (7.29) (10.04) (9.58)
Sales and other income 0.09 0.14 22.46
Profit/Loss after tax (2.00) 2.75) (2.96)
Earnings per share (Rs.) (13.34) (18.33) (13.65)
Book value per equity share (Rs.) (40.46) (58.47) 8.05
UNINCORPORATED JOINT VENTURES
Niharika Shopping Mall Joint Venture
1. The Niharika Shopping Mall Joint Venture (“NSMJV”) is an unincorporated joint venture

between our Company and DLF Limited (formerly known as DLF Universal Limited)
(“DLF”) formed for the purposes of the development, construction and sale of a shopping
mall and commercial complex in Andheri (East) at Saiwadi with a sale area of 940,349
square feet, (referred to elsewhere in this Red Herring Prospectus as Akruti One World
Mall (Saiwadi)) (“Saiwadi Project”). The NSMJV is governed by the terms of a joint
venture agreement between DLF and our Company dated April 12, 2005 (“NSM JVA”).
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Akruti’s prime role, though not limited shall be to handle all aspects of the project
enabling the generation of free sale component in the Saiwadi Project and the cost of the
same shall be borne NSMJV. The prime role of DLF, though not limited to, shall be to
arrange finances for the project and the cost of such financing shall be borne by NSMJV.
Both parties have brought in initial capital of Rs. 370 million.

As per the terms of the NSM JVA, the Saiwadi Project shall be managed through a project
management committee (“NSM PMC”) constituted by both the parties and all decisions
relating to the management, development, construction and sale shall be made by the NSM
PMC and both parties have agreed to be bound by such decisions of the NSM PMC. The
NSM PMC shall comprise of two representatives nominated by each of the parties. The
presence of two members, one from each party out of the four representatives is required
to constitute a valid quorum for all the meetings.

Both DLF and our Company shall jointly develop and sell the Saiwadi Project and on
execution of the agreement, the possession on which the Saiwadi Project shall be
developed shall be treated as a joint possession held by DLF and the Company and neither
party is entitled to claim partition in possession. The profit sharing ratio shall be 50:50
between DLF and our Company.

The parties have agreed that the NSMJV has the powers to take loans, borrow monies
from any government agencies, banks or financial institutions for the Saiwadi Project
against security of the property in the name of the NSMJV, and on the strength of the
documents of title relating thereto, create mortgages over the said property and to execute
all necessary documents and do all necessary acts in that behalf. Further, it is provided that
both joint venture partners will issue corporate guarantees, if required, to take loans,
borrow monies from any government agencies, banks or financial institutions for the
Saiwadi Project.

Our Company is not permitted to exit, directly or indirectly, from the NSMJV till the
completion of construction and sale of the Saiwadi Project. Subject to approval of NSM
PMC other party may transfer shares to an associate company or subsidiary. If DLF
desires to exit with the prior approval of the Company in writing, then the valuation of the
share of DLF in NSMJV shall be done by two independent firms of chartered accountants,
each appointed by DLF and our Company based on the procedure set out in the NSM
JVA. Such valuation shall not be below the actual investment brought in by DLF.

Our Company shall handle at its own cost all disputes, claims and litigation relating to the
settlement of rehabilitation component while those relating to the free sale area shall be
borne by NSIMJV. Our company shall be liable and responsible for any undisclosed
liabilities or debts prior to the date of this agreement and keeps DLF indemnified in
respect of such liabilities and/or debts. Our Company and DLF shall indemnify each other
for losses suffered on account of misleading representations.

Disputes between the parties have been agreed to be referred for mediation within 15 days
of the said dispute arising by reference to one Mr. Rajiv Singh. In the event of the
mediator failing to reach any resolution to such dispute, the mediator shall appoint a
second mediator. In the event of such mediation failing such disputes, differences and/or
claims shall be referred to arbitration in terms of the Arbitration and Conciliation Act,
1996 at Mumbai. The NSM JVA is subject to the exclusive jurisdiction of Courts in
Mumbai.

Unless otherwise agreed upon and subject to vis majeure conditions and/or litigations
and/or change in the government policies the Saiwadi project shall be completed within a

122



period of 3 years from the date of this agreement. Unless otherwise decided in writing,
upon completion of the project, NSMIJV shall come to an automatic end.

The Mount Mary Joint Venture

(@)

The Mount Mary Joint Venture (“MMJV”) is a unincorporated joint venture formed
between our Company and DLF for the development, construction and sale of a residential
complex in Bandra, Mumbai (referred to elsewhere in this Red Herring Prospectus as
Akruti Solitaire) (“Mount Mary Project”). The MMJV is governed by the terms of a joint
venture agreement dated April 12, 2005 between our Company and DLF (“MMJVA”) and
a supplemental deed to the JV agreement dated September 20, 2005.

Our Company’ prime role though not limited to, shall be to handle all aspects of the
project enabling the generation of free sale residential area in the project land the cost for
the same shall be borne by MMIJV. The project was being executed by M/s Thakur
Constructions and our Company had taken over the project from M/s Thakur Construction
vide an agreement of assignment dated December 31, 1998. In terms of this agreement,
our Company is committed to transfer 25% of the constructed saleable area to M/s Thakur
Constructions.

As per the terms of the MMJVA, the Mount Mary Project shall be managed through a
project management committee (“MM PMC”) constituted by both the parties and all
decisions relating to the management, development, construction and sale shall be made
by the MM PMC and both parties have agreed to be bound by such decisions of the MM
PMC. The MM PMC shall comprise of two representatives nominated by each of the
parties. The presence of two members, one from each party out of the four representatives
is required to constitute a valid quorum for all the meetings.

Both DLF and our Company shall jointly develop the Mount Mary project and on
execution of the agreement, the possession on which the project shall be developed shall
be treated as a joint possession held by DLF and the Company.

Our Company is not permitted to exit, directly or indirectly, from MMIV till the
completion of construction and sale of the Mount Mary Project. If DLF desires to exit with
the prior approval of the Company in writing, then the valuation of the shares of DLF in
MMIJV shall be done by two independent firms of chartered accountants, each appointed
by DLF and the Company based on the procedure set out in the MMJVA. Such valuation
shall not be below the actual investment brought in by DLF.

Disputes between the parties have been agreed to be referred for mediation within 15 days
of the aid dispute arising by reference to one Mr. Rajiv Singh. In the event of the mediator
failing to reach any resolution to such dispute, the mediator shall appoint a second
mediator. In the event of such mediation failing such disputes, differences and/or claims
shall be referred to arbitration in terms of the Arbitration and Conciliation Act, 1996 at
Mumbai. The MMIJV is subject to the exclusive jurisdiction of Courts in Mumbai.

Unless otherwise agreed upon and subject to vis majeure conditions and/or litigations
and/or change in government policies, the Mount Mary project shall be completed within a
period of 3 years from the date of this agreement. Unless otherwise detailed in writing,
upon completion of the project MMIJV shall come to an automatic end. Our Company
shall handle at its own cost all disputes, claims and litigation relating to the settlement of
the rehabilitation component. Our Company shall be liable and responsible for any
undisclosed liabilities or debts prior to the date of this agreement and keeps DLF
indemnified in respect of such liabilities and/or debts. Our Company and DLF shall
indemnify each other for losses suffered on account of misleading representations.
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The Hiranandani — AKkruti Joint Venture

1.

The Hiranandani — Akruti Joint Venture (“HAJV”) is an unincorporated joint venture
formed between our Company, Mr. Niranjan Hiranandani and Mr. Surrendra Hiranandani
(collectively, “Hiranandanis™) for the purpose of constructing PAP Tenements in Tata
Nagar (“Tata Nagar Project”). The HAJV is governed by the terms of a Consortium
agreement dated August 14, 2003 between our Company and the Hirandanis.

The Company shall act as lead partner of the HAJV and shall liaison with MMRDA in
respect of the project. Our Company and the Hiranandanis shall have the right to nominate
2 persons each on the board of the HAJV. No decision shall be taken by the board of the
HAJV unless by an affirmative vote of majority of members are present for that meeting.

None of the parties shall sell or transfer its respective share in the HAJV to anyone except
to their immediate family or companies in which partners are holding more than 51% of
the voting rights. No party shall be entitled to pledge, hypothecate, create a charge or
encumbrance or otherwise create any security, interest, lien, either directly or indirectly in
any manner, on all or any of its capital contribution to the HAJV except with the prior
consent in writing of the board of the HAJV.

Disputes between the parties shall be referred to a sole arbitrator or in case of a
disagreement as to the appointment of a sole arbitrator, then the arbitrator shall be
appointed and the arbitrations shall be conducted in accordance with the Arbitration and
Conciliation Act, 1996.

The agreement shall stand automatically terminated on (a) failure of the consortium to get
any project awarded within 12 months of its date or (b) upon successful conclusion and
exclusion of all contacts between the consortium and the client

The Akruti — TCG Consortium

1.

The Company has entered into a memorandum of understanding dated May 29, 2006 with
TCG Urban Infrastructure Holdings Limited (“TCGUIH”), in terms of which the
Company and TCGUIH shall form a consortium (“Akruti — TCG Consortium”) for the
purpose of partnering with the Gujarat State Biotechnology Mission (“GSBTM”) for the
development of a biotechnology park situated in Vadodara, Gujarat.

In terms of this memorandum of understanding, TCGUIH and our Company have agreed
that the shareholding of TCGUIH and our Company in the proposed joint venture
company shall be in the proportion of 23:77 respectively excluding any stake taken up by
the Government of Gujarat. As per the terms of the request for proposal for the above
project, the Government of Gujarat has the right to acquire a stake of up to 11% in the
proposed joint venture company. The parties are currently in discussion to formalise the
understanding through a fresh memorandum of understanding proposed to be signed
shortly whereby the revised shareholding of our Company, TCGUIH and the Government
of Gujarat will be in the proportion of 66:23:11 respectively.

Our Company shall act as the leader of the Akruti — TCG Consortium during the execution
of the project. Our Company’s role in the Akruti — TCG Consortium shall include
submission of the tender for the award of the project, representation of the Akruti — TCG
Consortium during the bidding process, overall project coordination with the Government
of Gujarat and GSBTM for the formation of the joint venture company, concept design
and planning, architecture design, infrastructure development and project execution and
management. The role of TCGUIH in the Akruti — TCG Consortium shall include
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marketing of the project and strategic planning. Our Company and TCGUIH shall be
jointly responsible for negotiations with the Government of Gujarat and other vendors and
invest in the project and arrange funds.

4. In terms of the memorandum of understanding, our Company and TCGUIH are required to
enter into a detailed consortium agreement incorporating all the terms and conditions
agreed between them for implementation of the project. Further, our Company, TCGUIH,
GSBTM and the joint venture company shall enter into a shareholders’ agreement to
record their agreement as to the manner in which the affairs of the joint venture company
shall be conducted.

5. Our Company and TCGUIH have no right to assign or transfer any of their respective
rights and obligations to a third party without the prior written consent of the other party.

6. Disputes, if any, arising out of the memorandum of understanding are subject to the
exclusive jurisdiction of the courts in Mumbai.

JOINT VENTURE OF OUR SUBSIDIARIES
The Akruti - SMC Joint Venture

. The Akruti -SMC Joint Venture (“ASMCJV”) is an unincorporated joint venture between
Arnav Properties Private Limited (“Arnav”), a subsidiary of our Company and SMC
Infrastructures Private Limited (“SMC”) formed for the purpose of developing and
constructing a commercial complex building on certain land owned by the Maharashtra
State Road Transport Corporation (“MSRTC”) located in Thane, Mumbai (referred to
elsewhere in this Red Herring Prospectus as Akruti One World Mall (S-Mall)) (“S Mall
Project”). The ASMCIJV is governed by the terms of a Joint Venture Agreement dated
April 30, 2006 between SMC and our Company (“ASMC JVA”).

. The parties have agreed that Arnav will obtain all permissions, sanctions, approvals, etc.
from governmental authorities on the ASMCJV’s behalf but all costs, charges, etc. in this
regard will be paid from the accounts of the ASMCJV.

. Disputes arising out of the ASMC JVA are to be referred to an arbitrator to be appointed
under the Arbitration and Conciliation Act, 1996, with the venue of arbitration to be at
Mumbai. The arbitrator can pass any interim award or relief in this matter. In case of delay
or default by any of the parties, the non-defaulting party is entitled to seek specific
performance and claim costs, charges, etc. in that behalf.

PARTNERSHIPS OF OUR COMPANY
Akruti Steelfab Corporation

The deed of partnership of Akruti Steelfab Corporation (“Akruti Steelfab”) was made on
September 3, 1996. The business of Akruti Steelfab is that of Builders & Developers, and
particularly that of developing the property (land admeasuring approximately 55,456 square feet)
located at Marol Maroshi Road, Andheri (E), called Cancer Hospital Project and property situated
at Village Mogra, Taluka Andheri, called Shivshakti.

Profit and Loss Sharing Ratio as on December 31, 2006

Name of Partners Profit & Loss Sharing Ratio
Akruti Nirman Limited 55.00
Steelfab Turnkey Project Limited 45.00
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| Total

[ 100.00

The present partners of this firm are our Company and Steelfab Turnkey Project Limited.

Financial performance

The audited financial results of this firm for the last three financial years are as follows:

(In Rs. million)

Particulars Year Ended March 31

2004 2005 2006
Capital 26.76 5.87 5.44
Sales and other Income 107.45 21.77 0.01
Profit 15.98 0.96 0.01

AKruti Kailash Constructions

The Deed of Partnership of Akruti Kailash Constructions (“Akruti Kailash”) was made on
February 20, 1997. The business of Akruti Kailash is that of development of the property situated
at C.T.S. No 330(pt) Village-Mogra, Jogshwari (East), Mumbai (referred to elsewhere in this Red
Herring Prospectus as Akruti One World Mall (Shankarwadi)).

Partners and their Profit sharing ratio on December 31,2006

Name of Shareholders Profi.t al}d Loss
Sharing Ratio
Akruti Nirman Limited 50.00
Chirag A. Shah 12.50
Niranjan P. Shah 12.50
Deepak S. Shah 8.75
Shanalal T. Shah HUF 8.75
Ketan D. Shah 7.50
Total 100.00
The present partners of this firm are:
1. Our Company
2. Chirag A. Shah
3. Deepak S. Shah
4. Ketan D. Shah
5. Niranjan P. Shah
6. Shanalal T. Shah HUF
Financial performance
The audited financial results of this firm for the last three financial years are as follows:
(In Rs. million)
Particulars Year Ended March 31
2004 2005 2006
Capital 0.10 0.10 0.10
Sales and other Income NIL NIL NIL
Profit (0.09) NIL NIL

Pristine Developers
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The Deed of Partnership of Pristine Developers was made on June 21, 2006. The business of
Pristine Developers is that of development of the property situated at Village Kanjur, Taluka
Kurla, District Mumbai known as Pristine Developers (referred to as Akruti One World Mall (K-
Mall)) elsewhere in this Red Herring Prospectus). The Company held 40% of the shareholding of
Pristine Developers Private Limited which was thereafter sold on June 21, 2006 to the other
partners of the Company in the above partnership firm. The business carried out by Pristine
Developers Private Limited was transferred to the above partnership firm. This reorganization was
carried out for taxation reasons.

Profit Sharing ratio as on December 31, 2006:

Name of Partners Profit & Loss Sharing Ratio
Akruti Nirman Limited 40.00

Topmost Construction Private Limited 10.00

Pristine Developers Private Limited 25.00

Mr. Paresh M. Parekh 25.00

Total 100.00

The present partners of this firm are:

1. Our Company

ii. Topmost Construction Private Limited
ii. Pristine Developers Private Limited
iv. Mr. Paresh M. Parekh
Financial performance

Since the firm was formed on June 21, 2006 it has no results to report.

Aarti Projects and Constructions

The deed of partnership of Aarti Projects and Constructions (“Aarti Projects””) was made on
March 22, 2004. The business of Aarti Projects is that of development of the property situate at
property bearing C.S.No.47(part) 46 13/47(part) of Lower Parel Division, Keshavrao Khade Marg,
Mumbai — 400 003 (referred to as Akruti Turf View elsewhere in this Red Herring Prospectus ).

Profit and Loss Sharing Ratio as on December 31, 2006

Name of Partners Profit & Loss Sharing Ratio
Akruti Nirman Limited 33.00

Madhav Patankar 25.00

Surendra Sanas 17.00

Daksha P.Patel 16.00

Dilip Shingarpure 9.00

Total 100.00

The present partners of this firm are

1. Our Company

2. Dilip Shingapure
3. Daksha P. Patel

4. Surendra Sanas

5. Madhav Patankar
Financial performance
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The audited financial results of this firm for the last three financial years are as follows:

(In Rs. million)

. Year Ended March 31°
Particulars 2004 2005 2006
Capital 0.08 0.30 0.31
Sales and other Income 0.08 0.22 6.91
Profit 0.08 0.22 0.13

PARTNERSHIPS OF OUR SUBSIDIARIES

Suraksha Realtors

The deed of partnership of Suraksha Realtors was made on March 14, 2004. Suraksha Realtors
carries on the business of builders and contractors, particularly that of development of the property
situate at property bearing C.S.N0.693 of village Mohili at Kurla (referred to as Akruti Orchid
Park (Wing C to I) elsewhere in this Red Herring Prospectus).

Profit and Loss Sharing Ratio as on December 31, 2006

Name of Partners

Profit & Loss Sharing Ratio

Karad Chemicals and Allied Products Private Limited 37.50
Mr. Vijay Parekh 37.50
T.D.R. Properties Private Ltd. 11.00
Mr. Hemant M.Shah 7.00
Mr. Vyomesh M.Shah 7.00

Total 100.00

The present partners of this firm are

1. Karad Chemicals & Allied Products
2. Mr. Vijay Parekh

3. T.D.R. Properties Private Limited
4. Mr. Hemant M.Shah

5. Mr. Vyomesh M. Shah

Financial performance

The audited financial results of this firm for the last three financial years are as follows:

(In Rs. million)

Particulars Year Ended March 31
2004%* 2005 2006
Capital 0.92 28.75 6791
Sales and other Income NIL NIL 180.48
Profit / (Loss) (0.005) NIL 43.97

*None of our subsidiaries or promoters was a partner in Suraksha Realtors for the period 2003-04.

Details of our subsidiaries

Our Company has 12 subsidiaries existing and incorporated under the Companies Act.

1) Adhivitiya Properties Limited
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Adhivitiya Properties Limited is a public limited company incorporated on July 19, 1995.

The company has its

registered office at Akruti Trade Centre, Road No.7, Marol, MIDC,

Andheri (East), Mumbai — 400 093, and is mainly engaged in the business of real estate.

Shareholding Pattern as on December 31, 2006

Name of Shareholders No. of Shares at the face Percentage
value Rs. 100 each Shareholding %
Akruti Nirman Limited 2,650 53.00
Hemant M.Shah jointly with Kunjal H. Shah 325 6.50
Vyomesh M.Shah jointly with Falguni V. Shah 325 6.50
Promoter group individuals 1,700 34.00
Total 5,000 100.00

Directors as on December 31, 2006
The board of directors of Adhivitiya Properties Limited comprises:

1) Mr. Vyomesh M. Shah (Chairman)
2) Mr. Hemant M. Shah

3) Mr. Madhukar Chobe

4) Ms. Nancy Pereira

5) Mr. Digant Parekh

Financial performance

The restated audited financial results of this company for the last three financial years are as
follows:

(In Rs.million except per share data)

Year Ended March 31"
Particulars 2004 2005 2006
Paid up Equity Share Capital 0.10 0.10 0.50
Reserves and surplus (0.043) (0.046) (0.878)
Sales and other Income NIL NIL NIL
Profit after Tax (0.002) (0.002) (0.83)
Earning per share (EPS) Rs. (2.34) (2.50) (813.86)
Net Assets Value (NAV) Rs. 56.30 53.80 (75.59)

2) Agreem Properties Limited

Agreem Properties Limited is a public limited company incorporated on November 14, 1994. The
company has its registered office at Akruti Trade Centre, Road No.7, Marol, MIDC, Andheri
(East), Mumbai — 400 093, and is mainly engaged in the business of real estate and is
currently executing the project referred to elsewhere in this Red Herring Prospectus as Nariman
Cottage.

Shareholding Pattern as on December 31, 2006

No. of Shares at the
face value Rs.100 each

Name of Shareholders Percentage

Shareholding %

Akruti Nirman Limited 2,658 53.16
Falguni V. Shah jointly with Vyomesh M.Shah 460 9.20
Kunjal H. Shah jointly with Hemant M.Shah 460 9.20
Others 1,422 28.44
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Total | 5,000 | 100.00 |

Directors as on December 31, 2006

The board of directors of Agreem Properties Limited comprises:

1. Mr. Vyomesh M. Shah (Chairman)
2. Mr. Hemant M. Shah

3. Col. Rajbirsingh Malik

4. Ms. Maya Vaidya.

Financial performance

The restated audited financial results of this company for the last three financial years are as
follows:

(In Rs.million except per share data)

Year Ended March 31"

Particulars 2004 2005 2006
Paid up Equity Share Capital 0.10 0.10 0.50
Reserves and surplus (0.36) (0.36) 1.12
Sales and other Income NIL NIL 50.49
Profit after Tax NIL NIL 1.47
Earning per share (EPS) Rs. NIL NIL 1445.54
Net Assets Value (NAV) Rs. (260.55) (260.55) 323.36
3) Arnav Properties Private Limited

Arnav Properties Private Limited is a private limited company incorporated on November 15,
1994. The company has its registered office at Akruti Trade Centre, Road No.7, Marol, MIDC,
Andheri (East), Mumbai — 400 093, and is mainly engaged in the business of real estate and
is currently executing the project referred to as Akruti One World Mall (S-Mall) elsewhere in this
Red Herring Prospectus This is being carried out through a joint venture with SMC Infrastructures
Private Limited. This company has applied to the registrar of companies for conversion to a public
limited company.

Shareholding Pattern as on December 31, 2006

Name of Shareholders No. of Shares at the face value | Percentage
Rs. 100 each Shareholding %
Akruti Nirman Limited 4,794 95.88
ANL jointly with our key managerial personnel 200 4.00
Others 6 0.12
Total 5,000 100.00

Directors as on December 31, 2006

The board of directors of Arnav Properties Private Limited comprises:

e Mr. Vyomesh M. Shah, (Chairman)
e Mr. Hemant M. Shah

e Mr. Rajendra Shah

e  Mr. Kamal Matalia

Financial performance
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The restated audited financial results of this company for the last three financial years are as
follows:

(In Rs.million except per share data)

Year Ended March 31"

Particulars 2004 2005 2006
Paid up Equity Share Capital 0.10 0.10 0.50
Reserves and surplus (2.57) (0.37) (0.39)
Sales and other Income 49.51 4.77 1.07
Profit after Tax (2.50) 2.20 (0.02)
Earning per share (EPS) Rs. (2503.45) 2201.52 (20.48)
Net Assets Value (NAV) Rs. (2469.62) (268.11) 22.19
4) Akulpita Construction Private Limited

Akulpita Construction Private Limited is a private limited company incorporated on February 2,
1995. The company has its registered office at Akruti Trade Centre, Road No.7, Marol, MIDC,
Andheri (East), Mumbai — 400 093, and is mainly engaged in the business of real estate.
This company has applied to the registrar of companies for conversion to a public limited
company.

Shareholding Pattern as on December 31, 2006

Name of Shareholders No. of Shares at the face Percentage
value Rs. 10 each Shareholding %

Akruti Nirman Limited 27,500 55
Promoter group of our Company 13,498 27
Lata M. Shah 3500 7
Vyomesh M. Shah 3000 6
Hemant M. Shah 2500 5
Others 2 0

Total 50000 100

Directors as on December 31, 2006

The Board of Directors of Akulpita Construction Private Limited comprises:

1. Mr. Vyomesh M. Shah (Chairman)
2. Mr. Mayur D. Shah
3. Mr. Digant Parekh.

Financial performance
The restated audited financial results of this company for the last three financial years are as follows:

(In Rs.million except per share data)

) Year Ended March 31%
Particulars 2004 2005 2006
Paid up Equity Share Capital 0.10 0.10 0.50
Reserves and surplus (0.064) (0.20) (0.015)
Sales and other Income 0.006 0.006 0.36
Profit after Tax 0.001 (0.13) 0.18
Earning per share (EPS) Rs. 0.13 (13.25) 17.75
Net Assets Value (NAV) Rs. 3.56 (9.69) 48.46

5) AKkruti Centre Point Infotech Private Limited
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Akruti Centre Point Infotech Private Limited is a private limited company incorporated on January
3, 2000. The company has its registered office at Akruti Trade Centre, Road No.7, Marol,
MIDC, Andheri (East), Mumbai — 400 093, and is mainly engaged in the business of real
estate. This company has applied to the registrar of companies for conversion to a public limited
company.

Shareholding Pattern as on December 31, 2006

Name of Shareholders No. of Shares at the face Percentage
value Rs. 10 each Shareholdings %
Akruti Nirman Limited 49,940 99.88
ANL jointly with key managerial personnel 60 0.12
Total 50,000 100.00

Directors as on December 31, 2006

The board of directors of Akruti Centre Point Infotech Private Limited comprises:

1. Mr. Vyomesh M. Shah (Chairman)
2. Mr. Madhukar Chobe

3. Ms. Nancy Pereira

Financial performance

The restated audited financial results of this company for the last three financial years are as
follows:

(In Rs.million except per share data)

) Year Ended March 31*
Particulars 2004 2005 2006

Paid up Equity Share Capital 0.10 0.10 0.50
Reserves and surplus 0.066 0.42 0.48
Sales and other Income NIL 19.29 0.10
Profit after Tax (0.002) 0.50 0.050
Earning per share (EPS) Rs. (0.28) 49.56 4.91
Net Assets Value (NAV) Rs. 3.41 52.97 19.60
6) Sheshan Housing & Area Development Engineers Private Limited

Sheshan Housing & Area Development Engineers Private Limited is a private limited company
incorporated on February 4, 2000. The company has its registered office at Akruti Trade
Centre, Road No.7, Marol, MIDC, Andheri (East), Mumbai — 400 093, and is mainly engaged in
the business of real estate. This company has applied to the registrar of companies for
conversion to a public limited company.

Shareholding Pattern as on December 31, 2006

Name of Shareholders No. of Shares at the face Percentage
value Rs. 10 each Shareholding %
Akruti Nirman Limited jointly with Hemant 22,500 45.00
Shah
Akruti Nirman Limited jointly with Vyomesh 22,250 44.50
Shah
Akruti Nirman Limited jointly with  key 5,250 10.50
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Name of Shareholders No. of Shares at the face Percentage
value Rs. 10 each Shareholding %

managerial personnel of our Company

Total 50,000 100.00

Directors as on December 31,, 2006

The board of directors of Sheshan Housing & Area Development Engineers Private Limited
comprises:

1. Mr. Hemant M. Shah
2. Mr. Kamal Matalia
3. Ms. Nancy Pereira.

Financial performance

The restated audited financial results of this company for the last three financial years are as
follows:

(In Rs.million except per share data)

) Year Ended March 31
Particulars 2004 2005 2006
Paid up Equity Share Capital 0.10 0.10 0.50
Reserves and surplus 0.008 0.008 0.027
Sales and other Income NIL NIL NIL
Profit after Tax NIL NIL (0.022)
Earning per share (EPS) Rs. NIL NIL (2.25)
Net Assets Value (NAV) Rs. 9.20 9.20 9.47

7) T.D.R. Properties Private Limited

T.D.R. Properties Private Limited is a private limited company incorporated on April 26, 1995.
The company has its registered office at Akruti Trade Centre, Road No.7, Marol, MIDC,
Andheri (East), Mumbai — 400 093, and is mainly engaged in the business of real estate and
is a partner in Suraksha Realtors which is currently executing the project referred to as Akruti
Orchid Park (Wing C to I) elsewhere in this Red Herring Prospectus . This company has applied to
the registrar of companies for conversion to a public limited company.

Shareholding Pattern as on December 31, 2006

Name of Shareholders No. of Shares at the face Percentage
value Rs. 100 each Shareholding %
Akruti Nirman Limited 4990 99.80
Others 4 0.08
ANL jointly with key managerial personnel 6 0.12
Total 5,000 100

Directors as on December 31, 2006
The board of directors of T.D.R. Properties Private Limited comprises:
1. Mr. Hemant M. Shah

2. Mr. Mayur D. Shah
3. Mr. Digant D. Parekh.

133




Financial performance

The restated audited financial results of this company for the last three financial years are as
follows:

(In Rs.million except per share data)

) Year Ended March 31
Particulars 2004 2005 2006
Paid up Equity Share Capital 0.10 0.10 0.50
Reserves and surplus 0.46 0.47 4.56
Sales and other Income 0.13 0.021 5.46
Profit after Tax 0.003 0.009 4.09
Earning per share (EPS) Rs. 5.87 8.54 3997.64
Net Assets Value (NAV) Rs. 563.46 572.00 1011.51

8) Vishal Nirman (India) Private Limited

Vishal Nirman (India) Private Limited is a private limited company incorporated on January 22,
1987. The company has its registered office at Akruti Trade Centre, Road No.7, Marol, MIDC,
Andheri (East), Mumbai — 400 093, and is mainly engaged in the business of real estate and
will be undertaking a project referred to as H. Mill project elsewhere in this Red Herring
Prospectus. This company has applied to the registrar of companies for conversion to a public
limited company.

Shareholding Pattern as on December 31, 2006

Sr. Name of Shareholders No. of Shares at the face | Percenta