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SECTION I - GENERAL
DEFINITIONS AND ABBREVIATIONS
Unless the context otherwise indicates or implies, the following terms have the following meanings in this Red

Herring Prospectus, and references to any statute or regulations or policies shall include amendments thereto, from
time to time:

Term

Description

‘VIL’, “VMSIL’, ‘the Company’,
‘our Company’, ‘we’,

or ‘the Issuer’

‘us’, ‘our’,

Unless the context otherwise require, refers to VMS Industries
Limited, a company incorporated under the Companies Act, 1956

s < )

Conventional / General Terms

Term Description
Act/ Companies Act The Companies Act, 1956, as amended
Equity Shares The Equity Shares of face value of ¥ 10/- each of VMS Industries Limited
Indian GAAP Generally Accepted Accounting Principles in India
Non Resident A person who is not an NRI, FII and is not a person resident in India

NRI/ Non-Resident
Indian

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

Quarter A period of three continuous months
RBI Act The Reserve Bank of India Act, 1934
SEBI Securities and Exchange Board of India
SEBI Act Securities and Exchange Board of India Act, 1992 as amended
SEBI (ICDR) The regulations for Issue of Capital and Disclosure Requirements issued by
Regulations, 2009 / Securities and Exchange Board of India, constituted in exercise of powers conferred
SEBI (ICDR) by Section 30 of the Securities and Exchange Board of India Act, 1992 (as
Regulations / SEBI amended), called Securities and Exchange Board of India (Issue of Capital and
Regulations Disclosure Requirements) Regulations, 2009
]Sgtsgk Exchange / Bombay Stock Exchange Limited
Abbreviations
Term Description
AGM Annual General Meeting
AS Accounting Standards issued by the Institute of Chartered Accountants of
India
AY Assessment Year
BIFR Board for Industrial & Financial Reconstruction
BPLR Benchmark Prime Lending Rate of the relevant bank
BSE Bombay Stock Exchange Limited
CAGR Compound Annual Growth Rate
CDSL Central Depository Services (India) Limited
CENVAT Central Value Added Tax
CIN Corporate Identity Number
DIN Director Identification Number
Depositories NSDL and CDSL
Depositories Act The Depositories Act, 1996 as amended from time to time
DP/ Depository Participant A depository participant as defined under the Depositories Act, 1996
DP ID Depository Participant’s Identity




EBITDA Earnings Before Interest, Tax, Depreciation and Amortisation
ECS Electronic Clearing Service
EGM Extraordinary General Meeting
Unless otherwise specified, Earnings Per Share i.e., profit after tax for a
EPS fiscal year divided by the weighted average outstanding number of equity
shares at the end of that fiscal year
FCNR Account Foreign Currency Non Resident Account
FDI Foreign Direct Investment
FEMA Foreign Exchange Management Act, 1999, as amended, read with rules and
regulations issued there under
. FEMA (Transfer or Issue of Security by a Person Resident Outside India
FEMA Regulations Regulati(ons 2000 and amendments tgere};o :
FI Financial Institution
Foreign Institutional Investors [as defined under SEBI (Foreign
FII (s) Institutional Investor) Regulations, 1995, as amended] registered with SEBI

under applicable laws in India

Financial Year/ Fiscal Year /

Period of twelve months ended March 31 of that particular year

FY
FIPB Foreign Investment Promotion Board
Foreign Venture Capital Investor registered under the Securities and
FVCI Exchange Board of India (Foreign Venture Capital Investor) Regulations,
2000
GDP Gross Domestic Product
GIR Number General Index Registry Number
Gol/Government Government of India
HNI High Net worth Individual
HUF Hindu Undivided Family
IFRS International Financial Reporting Standards
Indian GAAP Generally Accepted Accounting Principles in India
INR/X/ Rupees Indian Rupees, the legal currency of the Republic of India
IPO Initial Public Offering
IT Act/Income Tax Act The Income Tax Act, 1961, as amended from time to time
MODVAT Modified Value Added Tax
MoU Memorandum of Understanding
N. A. Not Applicable
Net Asset Value being paid up equity share capital plus free reserves
(excluding reserves created out of revaluation) less deferred expenditure
NAV not written off (including miscellaneous not written off) and debit balance
of Profit and Loss Account, divided by weighted average number of equity
shares outstanding during the year
NEFT National Electronic Fund Transfer
NOC No Objection Certificate
NR Non Resident
NRE Account Non Resident External Account

NRI / Non Resident Indian

A person resident outside India, as defined under FEMA and the FEMA
(Transfer or Issue of Security by a Person Resident Outside India)
Regulations, 2000

NRO Account Non Resident Ordinary Account

NSDL National Securities Depository Limited

p.a. per annum

P/E Ratio Price/Earnings Ratio

PAN Permanent Account Number allotted under the Income Tax Act, 1961
PAT Profit After Tax

PBT Profit Before Tax




PIO Person of Indian Origin
QIBs Qualified Institutional Buyers as defined in SEBI (ICDR) Regulations
QIP Qualified Institutional Placement
RBI The Reserve Bank of India
RBI Act The Reserve Bank of India Act, 1934
The Registrar of Companies, Gujarat, Dadra & Nagar Haveli located at
RoC
Ahmedabad
RONW Return on Net Worth
RTGS Real Time Gross Settlement
SCRA Securities Contracts (Regulation) Act, 1956, as amended from time to time
SCRR tS.ecurities Contracts (Regulation) Rules, 1957, as amended from time to
ime
SCSB Self Certified Syndicate Bank
The Securities and Exchange Board of India constituted under the SEBI
SEBI
Act, 1992
SEBI Act tSifrclzélrities and Exchange Board of India Act 1992, as amended from time to
SEBI Regulations / SEBI SEBI (Issue of Capital and Disclosure Requirements) Regulations, 2009 as
(ICDR) Regulations amended from time to time

SEBI Takeover Regulations

Securities and Exchange Board of India (Substantial Acquisition of Shares
and Takeovers) Regulations, 1997, as amended from time to time

Sec. Section

Securities Act US Securities Act, 1933, as amended

SIA Secretariat for Industrial Assistance

SICA Sick Industrial Companies (Special Provisions) Act

Stamp Act The Indian Stamp Act, 1899

State Government The Government of State of India

Stock Exchange Bombay Stock Exchange Limited

TAN Tax Deduction Account Number

TIN Tax payer Identification Number

UIN Unique Identification Number

VCFs Venture Capi?al Funds as deﬁne?d and registered with SEBI upder the' SEBI
(Venture Capital Fund) Regulations, 1996, as amended from time to time

WDV Written Down Value

w.e.f. With effect from

Issue Related Terms

Term

Description

Allotment/Allotment of Equity

Shares

Unless the context otherwise requires, the allotment of Equity Shares to
the successful bidders, pursuant to this Issue

Allottee

A successful Bidder to whom the Equity Shares are being/have been
allotted

Application Supported by Blocked

An application for subscribing to a public issue alongwith an
authorization to Self Certified Syndicate Bank to block the application

Amount / ASBA money in a Bank account maintained with the Self Certified Syndicate
Bank
QIBs, Non-Institutional Bidders and any Retail Individual Bidder who
ASBA Bidder intends to apply through ASBA and is applying through blocking of

funds in a bank account with an SCSB

ASBA Bid cum Application Form /

ASBA Form

The Form, whether physical or electronic, used by an ASBA Bidder to
make a Bid, which will be considered as the application for Allotment for
the purposes of the Red Herring Prospectus and the Prospectus

Banker(s) to the Issue /Escrow

HDFC Bank Limited, IndusInd Bank Limited and Axis Bank Limited




Collection Bank(s)

Basis of Allotment/Allocation

The basis on which Equity Shares will be Allotted to Bidders under the
Issue and which is described in “Issue Procedure - Basis of Allocation”
on page 205 of this Red Herring Prospectus

Bid

An indication to make an offer made during the Bidding Period by a
Bidder pursuant to submission of a Bid cum Application Form to
subscribe to the Equity Shares of our Company at a price within the Price
Band, including all revisions and modifications thereto

For the purposes of ASBA Bidders, bid means an indication to make an
offer during the biding period by any Bidder pursuant to the submission
of an ASBA Bid cum Application Form to subscribe to the Equity Shares
of our Company

Bid Amount

The highest value of the optional Bids indicated in the Bid cum
Application Form and which is payable by the Bidder on submission of
the Bid for the Issue

Bid/Issue Closing Date

The date after which the members of the Syndicate and SCSBs will not
accept any Bids for the Issue, which shall be notified in a widely
circulated English national newspaper, a Hindi national newspaper and a
regional language newspaper

Bid /Issue Opening Date

The date on which the members of the Syndicate and SCSBs shall start
accepting Bids for the Issue, which shall be the date notified in a widely
circulated English national newspaper, a Hindi national newspaper and a
regional language newspaper

Bid cum Application Form / Bid
form

The form used by a Bidder to make a Bid and which will be considered
as the application for Allotment for the purposes of the Red Herring
Prospectus and the Prospectus

Any prospective investor who makes a Bid pursuant to the terms of the

Bidder Red Herring Prospectus and the Bid cum Application Form, including an
ASBA Bidder
The period between the Bid/Issue Opening Date and the Bid/Issue
Bidding/Issue Period Closing Date inclusive of both days and during which prospective

Bidders can submit their Bids, including any revisions thereof

Book Building Process/ Method

Book building process as provided in Schedule XI of the SEBI (ICDR)
Regulations, 2009, in terms of which this Issue is being made

BRLM/Book Running Lead Manager

Book Running Lead Manager to this Issue, in this case being Ashika
Capital Limited

CAN/Confirmation of Allocation
Note

Note or advice or intimation of allocation of Equity Shares sent to the
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

Issue Price finalized by our Company in consultation with the BRLM,
which shall be any price within the Price Band. Only Retail Individual
Bidders, who’s Bid Amount does not exceed ¥ 2,00,000 are entitled to
Bid at the Cut-off Price. QIBs and Non-Institutional Bidders are not
entitled to Bid at the Cut-off Price

Controlling Branches

Such branches of the SCSB which coordinate with the BRLM, the
Registrar to the Issue and the Stock Exchanges and a list of which is
available on www.sebi.gov.in

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

Designated Branches

Such branches of SCSBs which shall collect the ASBA form used by the




ASBA bidders and a list of which is available on www.sebi.gov.in

Designated Date

The date on which funds are transferred from the Escrow Account to the
Public Issue Account or the amount blocked by the SCSB is transferred
from the bank account of the ASBA Bidder to the Public Issue Account,
as the case may be, after the Prospectus is filed with the RoC, following
which the Board of Directors shall allot Equity Shares to successful
Bidders

Designated Stock Exchange

Bombay Stock Exchange Limited

Draft Red Herring Prospectus or
DRHP

The Draft Red Herring Prospectus issued in accordance with Section 60B
of the Companies Act and filed with SEBI, which does not contain
complete particulars on the price at which the Equity Shares are offered
and size of the Issue. It will become Red Herring Prospectus issued in
accordance with the Section 60B of the Companies Act after filing with
the RoC at least three (3) days before the Bid Opening Date and will
become a Prospectus upon filing with the RoC after the Pricing Date

Electronic ASBA Application / Bid

Submission of ASBA Bib cum Application Form electronically by an
ASBA Bidder through the Internet Banking facility offered by the SCSBs

NRIs from jurisdictions outside India where it is not unlawful to make an
issue or invitation under the Issue and in relation to whom the Red

Eligible NRI Herring Prospectus constitutes an invitation to subscribe to the Equity
Shares offered herein
Equity Shares Equity Shares of our Company of ¥ 10/- each unless otherwise specified

Escrow Account

Account opened with the Escrow Collection Bank(s) for the Issue and in
whose favour the Bidder (excluding the ASBA Bidders) will issue
cheques or drafts in respect of the Bid Amount when submitting a Bid

Escrow Agreement

Agreement to be entered into by our Company, the Registrar to the Issue,
the Book Running Lead Manager, the Syndicate Members and the
Escrow Collection Bank(s) for collection of the Bid Amounts and where
applicable, refunds of the amounts collected to the Bidders (excluding the
ASBA Bidders) on the terms and conditions thereof

Escrow Collection Bank(s)

The banks that are clearing members and registered with SEBI as
Bankers to the Issue with whom the Escrow Account(s) will be opened
and in this case being Axis Bank Limited, IndusInd Bank Limited and
HDFC Bank Limited

First Bidder

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

Floor Price

The lower end of the Price Band, at or above which the Issue Price will
be finalised and below which no Bids will be accepted

Indian National

As used in the context of a citizen of India’s defined under the Indian
Citizenship Act, 1955, as amended, who is not a NRI

Issue

Public Issue of [®] Equity Shares of ¥ 10/- each for cash at a price of
[e] each aggregating to I 2575.00 Lacs

Issue Period

The Issue period shall be May 30, 2011 being the Bid /Issue Opening
Date to June 02, 2011 being Bid / Issue closing Date

Issue Price

The final price at which Equity Shares will be issued and allotted in terms
of the Red Herring Prospectus. The Issue Price will be decided by our
Company in consultation with the BRLM on the Pricing Date

Issue Proceeds

The proceeds of the Issue that are available to the Company

A mutual fund registered with SEBI under the SEBI (Mutual Funds)

Mutual Funds Regulations, 1996
The portion of the Issue, being 5% of the QIB Portion or [e] Equity
Mutual Fund Portion Shares, available for allocation on proportionate basis to Mutual Funds

only, out of the QIB Portion

Non-Institutional Bidders

All Bidders that are not QIBs or Retail Individual Bidders and who have
Bid for Equity Shares for an amount more than ¥ 2,00,000/- (but not




including NRIs other than eligible NRIs)

Non-Institutional Portion

The portion of the Issue, being not less than 15% of the Issue consisting
of [e] Equity Shares of ¥ 10/- each available for allocation to Non-
Institutional Bidders on proportionate basis, subject to receipts of valid
bids at or above the Issue Price

Non-Residents / NR

A person resident outside India, as defined under FEMA, including
Eligible NRIs, FIIs and FVCIs

Non-Resident Indian / NRI

A person resident outside India, as defined under FEMA and the FEMA
(Transfer or Issue of Security by a Person Resident Outside India)
Regulations, 2000, as amended from time to time

Overseas Corporate Bodies / OCB

A company, partnership, society or other corporate body owned directly
or indirectly to the extent of at least 60% by NRIs including oversees
trusts, in which not less than 60% of beneficial irrevocably held by NRIs
directly or indirectly as defined under Foreign Exchange Management
(Transfer or Issue of Foreign Securities by a Person resident outside
India) Regulations, 2000

Bid Closing Date or the last date specified in the CAN sent to Bidders, as

Pay-in Date )
applicable
Price Band of a minimum price (floor price of the price band) of ¥ [e]
Price Band and the maximum price (cap price of the price band) of ¥ [e] and includes
revisions thereof
Pricing Date The date on which our Company in consultation with the Book Running
Lead Manager finalizes the Issue Price
The Prospectus to be filed with the RoC in accordance with Section 60 of
the Companies Act, containing, inter alia, the Issue Price that is
Prospectus

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 Bankers to the Issue to receive monies from the
Escrow Account on the Designated Date

QIB Portion

The portion of the Issue upto 50% of the Issue consisting of [®] Equity
Shares of ¥ 10/- each available for allocation on proportionate basis to
QIBs, of which 5% shall be available for allocation on proportionate basis
to Mutual Funds only, subject to receipts of valid bids at or above the
Issue Price

Qualified Institutional Buyers or
QIBs

Public financial institutions as specified in Section 4A of the Companies
Act, scheduled commercial banks, mutual fund registered with SEBI, FIIs
and sub-account registered with SEBI, other than a sub-account which is
a foreign corporate or foreign individual, multilateral and bilateral
development financial institution, venture capital fund registered with
SEBI, foreign venture capital investor registered with SEBI, state
industrial development corporation, insurance company registered with
IRDA, provident fund with minimum corpus of ¥ 25 Crores, pension fund
with minimum corpus of ¥ 25 Crores, National Investment Fund set up by
Government of India. Insurance funds set up and managed by Army,
Navy or Air Force of the Union of India and Insurance Funds set up and
managed by the Department of Posts, India

Red Herring Prospectus or RHP

The Red Herring Prospectus 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 be filed with the RoC at least three (3) days
before the Bid Opening Date and will become a Prospectus upon filing
with the RoC after the Pricing Date

Refund Account

The non-lien account maintained by the Refund Bank to which surplus
money shall be transferred on the Designated Date

Refund Banker

Axis Bank Limited




Refunds through electronic transfer
of funds

Refunds through NECS, Direct Credit or RTGS as applicable

Registrar / Registrar to the Issue

Cameo Corporate Services Ltd.

Resident Retail Individual
Investor(s)/ Resident Retail
Individual Bidder(s)

A Retail Individual Bidder who is a ”’person resident in India” (as defined
in Foreign Exchange Management Act, 1999)

Retail Individual Bidder(s)

Individual Bidders (including HUFs applying through their Karta and
eligible NRI’s) who have not Bid for Equity Shares for an amount more
than ¥ 2,00,000/- in any of the bidding options in the issue

Retail Portion

The portion of the Issue being not less than 35% of the Issue, being [@]
Equity Shares of ¥ 10/- each, available for allocation to Retail Individual
Bidder(s)

Revision Form

The form used by the Bidders, excluding bidders applying through
ASBA, to modify the quantity of Equity Shares or the Bid Price in any of
their Bid cum Application Forms or any previous Revision Form(s)

Self Certified Syndicate Bank or
SCSB

The Banks which are registered with SEBI under SEBI (Bankers to an
Issue) Regulations, 1994 and offers services of ASBA, including
blocking of bank account and a list of which is available on
www.sebi.gov.in

Stock Exchange

Bombay Stock Exchange Limited, Mumbai

Syndicate

The BRLM and the Syndicate Member

Syndicate Agreement

The agreement to be entered into between our Company, the BRLM and
the Syndicate Members in relation to the collection of Bids in this Issue

Syndicate Member(s)

Ashika Capital Limited

Transaction Registration Slip / TRS

The slip or document issued by a member of the Syndicate or the SCSB
(only on demand), as the case may be, to the Bidder as proof of
registration of the Bid

Underwriters

The BRLM and the Syndicate Member

Underwriting Agreement

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

Working Day

All days other than a Sunday or a public holiday (except during the
Bid/Issue Period where a working day means all days other than a
Saturday, Sunday or a public holiday), on which commercial banks in
Mumbai are open for business

Issuer Related Terms

Term

Description

Articles / Articles of Association / AoA

Articles of Association of our Company, as amended from time to time

Auditors

The Statutory Auditors of our Company, namely, M/s. K. Solanki & Co.,
Chartered Accountants

Board / Board of Directors / Directors

Board of Directors of our Company, unless otherwise specified or a
committee constituted thereof

Corporate Office

B-1006, Nar-Narayan Complex, Near Swastik Char Rasta,
Navrangpura, Ahmedabad 380 009, Gujarat, India.

Equity Shares

Equity shares of our Company of % 10/- each fully paid-up

Memorandum / Memorandum of
Association / MoA

Memorandum of Association of our Company, as amended from time to
time

Promoter(s)

Mr. Ajit Kumar Jain, Mr. Manoj Kumar Jain and Mrs. Sangeeta Jain

Promoter Group

Includes such persons and companies / entities as defined under
Regulation 2(zb) of the SEBI (ICDR) Regulations, 2009

Registered Office

2™ Floor, Jain House, Opp. Vitthalwadi, Bhavnagar-364 003, Gujarat,
India

RoC

Registrar of Companies, Gujarat, Dadra and Nagar Haveli at Ahmedabad




Industry Related Terms

Term Description
ABI Automated Broking Interface
AT American Terms (Marine Insurance)
B/B Break Bulk Cargo
CFS Container Freight Station
DDP Delivered Duty Paid
DDU Delivered Duty Unpaid
DEQ Delivered Ex Quay/ Duty
DF Dead Freight
DWT Dead Weight Tonnage
E&P Exploration and Production
FAS Free Alongside Ship
FEU Forty-Foot Equivalent Unit
FI Free In
FIO Free In and Out
FO Free Out
FOB Free On Board
GCR General Cargo Rate
GIDC Gujarat Industrial Development Corporation
GMB Gujarat Maritime Board, an authority constituted by the Government of
Gujarat pursuant to the Gujarat Maritime Board Act, 1981
GRT Gross Registered Tonnage
GR Wt/ GW Gross Weight
GSA General Sales Agent
ICTF Intermodal Container Transfer Facility
IMO International Maritime Organization
IOR Indian Ocean Region
Kgf Kilogram Force
LASH Lighter Aboard Ship
LDT Light Displacement Tonnage
Lo/Lo Lift-on, Lift-off
LTL Less Than Truckload
MOU Memorandum of Understanding
Metric Ton (It is a unit of weight, which is equal to 1,000 kilograms or
MT
2,204.6 pounds)
NMEC National Motor Freight Classification
NRT Net Registered Tonnage
0&M Operations and Maintenance
PPP Public-Private Partnership
Sgm Square Meters
TBP Ton Bullard Pull
TEU Twenty-Foot Equivalent Units
ULCC Ultra Large Crude Carrier
VLCC Very Large Crude Carrier
WPA With Particular Average




PRESENTATION OF FINANCIAL, INDUSTRY AND MARKET DATA
Financial Data

Unless stated otherwise, the financial data in this Red Herring Prospectus is derived from our restated financial
statements as of and for the financial years ended March 31, 2006, 2007, 2008, 2009, 2010 and Nine Months period
ended December 31, 2010 prepared in accordance with Indian GAAP, the Companies Act and the SEBI (ICDR)
Regulations 2009 and included in this Red Herring Prospectus under the section titled ‘Financial Statements’
beginning on page 121.

Our fiscal year commences on April 1 and ends on March 31 of the next year. All references to a particular fiscal
year unless otherwise indicated, are to the 12 month period ended March 31 of that year. In this Red Herring
Prospectus, any discrepancies in any table between the totals and the sum of the amounts listed are due to rounding
off.

There are significant differences between Indian GAAP, IFRS and US GAAP. Our Company has not attempted to
explain those differences or quantify their impact on the financial data included herein and we urge you to consult
your own advisors regarding such differences and their impact on our financial data. Accordingly the degree to
which the Indian GAAP financial statements included in the Drat Red Herring Prospectus will provide meaningful
information is entirely dependent on the reader’s level of familiarity with Indian accounting practices, Indian GAAP,
the Companies Act and the SEBI Regulations. Any reliance by persons not familiar with Indian accounting
practices, Indian GAAP, the Companies Act and the SEBI Regulations on the financial disclosures presented in the
Red Herring Prospectus should accordingly be limited.

Industry and Market Data

Unless stated otherwise, industry and market data used in this Red Herring Prospectus has generally been obtained
or derived from various sources, including industry websites, publications and/or publicly available documents,
internal company reports and data. Industry websites, publications and publicly available documents generally state
that the information contained therein has been obtained from sources believed to be reliable, but their accuracy and
completeness are not guaranteed and their reliability cannot be assured. Accordingly, no investment decisions
should be made based on such information. Although we believe that the industry and market data used in this Red
Herring Prospectus is reliable, it has not been independently verified. Similarly, internal company reports and data,
while believed by us to be reliable, have not been verified by any independent agencies.

Further, the extent to which the market and industry data used in the 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 industry in which we conduct our business and methodologies and
assumptions may vary widely among different industry sources.



NOTICE TO INVESTORS

The Equity Shares have not been recommended by any US federal or state securities commission or regulatory
authority. Furthermore, the foregoing authorities have not confirmed the accuracy or determined the adequacy of
this Red Herring Prospectus. Any representation to the contrary is a criminal offence in the United States.

The Equity Shares have not been and will not be registered under the US Securities Act of 1933, as amended (the
“Securities Act”) and, unless so registered, may not be offered or sold within the United States except pursuant to an
exemption from, or in a transaction not subject to, the registration requirements of the Securities Act. Accordingly,
the Equity Shares are being offered and sold (a) in the United States only to persons reasonably believed to be
“qualified institutional buyers” (as defined in Rule 144A under the Securities Act and referred to in this Red Herring
Prospectus as “U.S. QIBs”, for the avoidance of doubt, the term U.S. QIBs does not refer to a category of
institutional investor defined under applicable Indian regulations and referred to in the Red Herring Prospectus as
“QIBs”) in transactions exempt from the registration requirements of the Securities Act and (b) outside the United
States in compliance with Regulations and the applicable laws of the jurisdiction where those offers and sales occur.

This Red Herring Prospectus has been prepared on the basis that all offers of Equity Shares will be made pursuant to
an exemption under the Prospectus Directive, as implemented in Member States of the European Economic Area
(“EEA”), from the requirement to produce a prospectus for offers of Equity Shares. The expression ‘“Prospectus
Directive” means Directive 2003/71/EC of the European Parliament and Council and includes any relevant
implementing measure in each Relevant Member State (as defined below). Accordingly, any person making or
intending to make an offer within the EEA of Equity Shares which is the subject of the placement contemplated in
this Red Herring Prospectus should only do so in circumstances in which no obligation arises for the Company or
any of the Underwriters to produce a prospectus for such offer. None of the Company and the Underwriters has
authorised, nor do they authorise, the making of any offer of Equity Shares through any financial intermediary, other
than the offers made by the Underwriters which constitute the final placement of Equity Shares contemplated in this
Red Herring Prospectus.
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FORWARD-LOOKING STATEMENTS

This Red Herring Prospectus includes certain forward looking statements with respect to our financial condition,
results of operations and business. These forward-looking statements can generally be identified by the fact that they
do not relate to any historical or current facts. Forward-looking statements often use words such as “aim”,
“anticipate”, “believe”, “could”, “expect”, “estimate”, “intend”, “may”, “objective”, “plan”, “project”, “shall”,
“should”, “will”, “would”, or other words or phrases with similar meaning. Similarly, statements that describe our
objectives, strategies, plans or goals are also forward looking statements. By their nature, forward looking
statements are subject to risk and uncertainty and there are a number of factors that could cause actual results and
developments to differ materially from those expressed in or implied by, such forward-looking statements.

Actual results may differ materially from those suggested by the forward-looking statements due to risks or
uncertainties associated with our expectations with respect to, but not limited to, regulatory changes pertaining to the
industries in India in which we have businesses and our ability to respond to them, our ability to successfully
implement strategy, growth and expansion of our business, technological changes, exposure to market risks, general
economic and political conditions in India, which have an impact on our business activities or investments, the
monetary and fiscal policies of India, inflation, deflation, unanticipated turbulence in interest rates, foreign exchange
rates, equity prices or other rates or prices, the performance of the financial markets in India and globally, changes
in domestic laws, regulations and taxes and changes in competition in the industry.

For further discussions of factors that could cause our actual results to differ, please see the sections titled “Risk
Factors” and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” beginning
on pages 12 and 146 of this Red Herring Prospectus respectively.

By their nature, certain market risk disclosures are only estimates and could be materially different from what
actually occurs in the future. As a result, actual future gains or losses could materially differ from those that have
been estimated. Neither our Company nor the Book Running Lead Manager nor any of their respective affiliates
have any obligation to update or otherwise revise any statements reflecting circumstances arising after the date
hereof or to reflect the occurrence of underlying events, even if the underlying assumptions do not come to fruition.
In accordance with the SEBI requirements, the Company, the BRLM will ensure that investors in India are informed
of material developments until such time as the grant of listing and trading permission by the Stock Exchange.
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SECTION II - RISK FACTORS

An investment in equity or equity related securities involves a degree of financial risk. You should carefully consider
all information in the Red Herring Prospectus, including the risks described below before making an investment in
our Equity Shares. This section addresses general risks associated with the industry in which we operate and
specific risks associated with our business. Any of the following risks, as well as the other risks and uncertainties
discussed in this Red Herring Prospectus, could have a material adverse effect on our business, financial condition
and results of operations and could cause the trading price of our Equity Shares to decline and may lose all or part
of your investment in our Equity Shares. In addition, the risks set out by us in this Red Herring Prospectus may not
be exhaustive and additional risks and uncertainties, not presently known to us, or which we currently deem
immaterial, may arise or become material in the future. In making an investment decision, prospective investors
must rely on their own examination of the Company and the terms of the Issue, including the merits and risks
involved.

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

Unless otherwise stated, the financial information of the Company used in this section is derived from our restated
financial statements.

Materiality:

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

a) Some events may not be material individually, but may be found material collectively.
b) Some events may have material impact qualitatively instead of quantitatively.

¢) Some events may not be material at present but may have material impact in future.

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

INTERNAL RISK FACTORS

RISK RELATED TO THE PROJECT, OUR COMPANY & BUSINESS:

1. The funds requirement and the deployment thereof is based on management estimates and have not been
appraised by any bank or financial institution.

The funds requirement and deployment thereof is based primarily on management estimates and has not been
appraised by any bank or financial institution.

Further, we may have to revise our management estimates from time to time and consequently, our funds
requirement and the deployment thereof may also change. This may result in the rescheduling of our plans and
an increase or decrease in our proposed expenditure.

2. The deployment of funds is entirely at our discretion and no independent agency has been appointed to
monitor its deployment.

As per SEBI (ICDR) Regulations, 2009 appointment of monitoring agency is required only for Issue size above
% 50,000 Lacs. Our issue size is below I 50,000 Lacs and it is not mandatory for us to appoint monitoring

agency, hence we have not appointed any monitoring agency to monitor the utilization of Issue proceeds.

The deployment of the funds towards the objects of the Issue is entirely at the discretion of our Board of
Directors and is not subject to monitoring by external independent agency. Further, we cannot assure that the
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actual costs or schedule of implementation of the proposed manufacturing facility will not vary from the
estimated costs or schedule of implementation, and such variance may be on account of one or more factors,
some of which may be beyond our control. However, the deployment of funds towards the object of the Issue
will be monitored by our audit committee and the Company shall inform about deviations in the utilization of
issue proceeds, if any, to the stock exchange and provide the details in the Balance Sheet about the same.

We had generated the income from our Ship Recycling Segment, which consists more than 25% of the
total Income of Company, during the nine months period ended on December 31, 2010 and the year 2009-
2010. Our short experience may have an adverse affect on our business, financial condition and results of
operations.

Although, we had diversified our activities into Ship Recycling segment in the year 2004, the business could
commence only during the year 2009-10. The Total Operational Income of the Company for F.Y. 2009-10 was
T 2911.94 Lacs which consists the Income from Ship Recycling of ¥ 2574.13 Lacs, Income from Off-Shore of
% 285.07 Lacs and Income from Others of I 52.74 Lacs and for the nine months period ended December 31,
2010 the Total Operational Income of the Company is I 4988.87 Lacs which consists the Income from Ship
Recycling of ¥ 4723.63 Lacs, Income from Off-Shore of ¥ 164.25 Lacs and Income from Others of ¥ 100.99
Lacs.

For the nine months period ended December 31, 2010 and the FY 2009-10, our Income from Ship Recycling
Segment was contributed above 90% of the Operational Income. The proceeds received from Issue is proposed
to be utilized for Ship Recycling Division of the Company and any shortfall of funds / non-operation of
recycling activities at optimum capacity will adversely affect the future profitability of the Company.

We have not placed the orders for the entire equipments required at our Ship Recycling Plot aggregating
to ¥520.00 Lacs. Any delay in placing the orders or supply of the equipments may result in time and cost
overruns, and may effect our operations and profitability.

We propose to purchase the equipments at our Ship Recycling Plot aggregating to ¥ 520.00 Lacs, which is
approximately 20.09% of the Issue Proceeds. We have not yet placed the order for the said equipments. We are
subject to risk on account of inflation in the price. We have received the necessary quotations from the vendors,
whose details are disclosed in the RHP on page no. 56 & 57, for the supply of the equipments and orders will be
placed at an appropriate time. Any delay in placing of orders and procurement of the same will delay the
schedule of implementation which may have an adverse effect on the operations and profitability of our
Company. There may also be a possibility of delay at the suppliers’ end in providing timely delivery of these
equipments, which in turn may delay the schedule of implementation.

We are enjoying certain working capital facilities from banks and there is a negative cash flow from
Operating Activities, for the nine months period ended on December 31,2010 and FY 2009-10. Any delay
or failure in renewing the facilities/ realization of funds may adversely affect the results of our
operations.

The Gross Working Capital requirement has been estimated at I 7782.88 Lacs after the implementation of the
proposed business plan of which ¥ 3620.00 Lacs would be met from Bank Borrowings ¥ 2422.68 Lacs from
Own Funds and the balance amount of ¥ 1740.20 Lacs out of the Issue Proceeds, for further details please refer
to page 59 of the RHP.

The Cash Flow Statement for the nine months period ended on December 31, 2010 and for the year ended on
March 31, 2010 shows a Negative Cash Flow from Operating Activities of I 4323.93 Lacs and ¥ 757.78 Lacs
respectively on account of increase in Inventories and Trade & Other Receivables and any delay in future in
realization of Funds deployed in Investing and Financing Activities may affect the future operations of the
Company.
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10.

ICRA has assigned “IPO Grade 1” to the Issue indicating poor fundamentals.

ICRA Limited, a SEBI registered credit rating agency, vide their letter dated May 04, 2011 has assigned “IPO
Grade 17 indicating poor fundamentals to our proposed initial public offering. The IPO grading report of ICRA
mentions the concerns as under:

e  Moderate scale of operations and limited experience of the company

e Volatility in demand and cyclical nature of the Industry

e  Moderate Profit Margins

e  Exposure to foreign exchange rate risks
For further details, please refer to Annexure 1of the RHP.

The setting-up of Corporate Office at Ahmedabad is at a preliminary stage. Any delay in setting up may
result in time and cost overruns, and may effect our operations and profitability.

The company proposes to deploy an amount aggregating to I 110.00 lacs towards Office Premises and
Furniture & Fixtures for setting up of Corporate Office at Ahmedabad. We have already booked the premises at
Unit no. 808/A, Pinnacle, Corporate Road, Prahalad Nagar, Ahmedabad, ad-measuring 1549 Sq. Fts. by paying
an initial amount of ¥ 1,00,000/- on 20.12.2009 and a further sum of ¥ 5,00,000/- was paid on 12.06.2010 as an
advance., We have received the necessary quotation from the interior designer, whose details are disclosed in
the RHP on page no 58, to carryout necessary work and the same will be commenced at an appropriate time.

Our proposed business plan is dependent on performance of external agencies. Any non performance by
these agencies may result in incremental cost and time overruns of the Project and in turn could
adversely affect our business operations and profitability.

Our proposed business plan is dependent on performance of external agencies, like civil contractors, equipment
suppliers who are responsible for construction of buildings, installation, commissioning and testing of
equipments. We cannot assure that the performance of these external agencies will meet the required
specifications or performance parameters. If the performance of these agencies is inadequate in terms of the
requirements with respect to timeline and quality of performance, we may require to replace these external
agencies even, which could result in incremental cost and time overruns of the proposed business plan, and in
turn could adversely affect our business operations and profitability.

The schedule of implementation may be delayed and as a result thereof, we may face operational delays.
This may have an adverse affect on our business operations and our return on investments.

As per the proposed schedule of implementation the completion date is October, 2011 and is subject to delays
and other risks, including, among other things, contractor performance shortfalls, unforeseen engineering or
technical problems, delays in procuring equipments, disputes with workers, force majeure events, unanticipated
cost increases or changes in scope and delays in obtaining certain property rights and government approvals and
consents, any of which could give rise to delays, cost overruns or the termination of the Project and/or a breach
of the financial covenants imposed by our lenders. While we may seek to minimize the risks from any
unanticipated events, we cannot ensure that all potential delays can be mitigated and that we will be able to
prevent any cost over-runs and any loss of profits resulting from such delays, shortfalls and disruptions.

We are proposing to purchase the Second Hand Machineries for our Ship Recycling Plot which may
impact the productivity/performance of the Company.

We are proposing to purchase the second hand machineries for our Ship Recycling Plot aggregating to I 300
Lacs. We believe that the said machineries are in good working condition and will serve the purpose they are
intended to use. As the second hand machineries are not covered by the warranty of the manufacturers they
required to be well maintained and keep in good condition on continuous basis so as to achieve the desired
productivity in comparison with the new machinery. Further, in case the said machineries do not serve the
purpose or their estimated residual life is less than our estimate they will require a replacement.
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13.

We are operating our ship recycling activities on a leasehold plot and any delay in the renewal or non-
renewal of this lease may adversely affect our operation.

We are operating our Ship Recycling activities from our ship recycling plot situated at Alang-Sosiya. We have
entered into an agreement with the Gujarat Maritime Board (GMB) and obtained the permission to utilize the
said plot for a period of 5 years i.e. from 17.3.2007 to 16.3.2012. The permission by GMB shall automatically
come to an end, unless the permission is renewed within three months prior to the date of expiry of permission
period. Any delay in renewal or non-renewal of the permission may adversely affect our operations.

Based on our experience and the nature of the industry we are confident and don’t foresee any difficulty for the
renewal of the permission from the GMB.

We operate under certain regulatory licences, permits and approvals and any delay or inability to obtain,
maintain or renew these statutory and regulatory licenses, permits and approvals may adversely affect
our business and operations.

We require various statutory and regulatory licenses, permits and approvals to operate our business. Many of
these licenses, permits and approvals are granted for a fixed period of time and need renewal from time to time.
There can be no assurance that we will receive or renew such licenses, permits and approvals in the expected
time frame anticipated by us or at all. We may also be faced with investigations and inquiries from various
governmental authorities for not obtaining the approvals, if any. Further, these permits, licenses and approvals
are subject to several conditions and our company cannot assure that it shall be able to continuously meet the
conditions and this may lead to cancellation, revocation or suspension of relevant permits / licenses / approvals.
Failure by our Company to renew, maintain or obtain the required permits, licenses or approvals may result in
the interruption of our Company’s operations and may have a material impact on our business.

For further details please refer to “Government Approvals” beginning on page 160 of the Red Herring
Prospectus.

We have entered into related party transactions aggregating I 301.17 Lacs and T 210.91 Lacs for the nine
months period ended December 31, 2010 and year ended March 31, 2010 respectively. Such transactions
or any future transactions with related parties may potentially involve conflicts of interest and impose
certain liabilities on our Company.

We have in the course of business entered into certain transactions with related parties, including our Promoters,
Promoter Group and Directors aggregating ¥ 301.17 Lacs and ¥ 210.91 Lacs for the nine months period ended
December 31, 2010 and year ended March 31, 2010 respectively, the details of which are as under:

(R in Lacs)
Particulars Ason As on
31.12.2010 31.03.2010

Purchase of Fixed Assets - 2.50
Amount outstanding on account of Purchase of Fixed Assets 2.50 0.00
Director Salary-(Key Management Personnel) 11.25 2.48
Rent Paid 0.90 0.00
Amount Outstanding on account of services rendered 3.11 0.00
Interest on Un-secured Loan-(K.M.P and their Relatives) - 0.27
Investment in Partnership Firm where the Company is Partner (Associates) - 39.82
Loan taken from the Partnership Firm where the Company is Partner 99.41 0.00
(Associates)
Guarantee to banks for Bank Limits to a Partnership Firm where Company 184.00 165.84
is Partner
Total 301.17 21091
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15.

16.

Such transactions or any future transactions with related parties may potentially involve conflicts of interest
and impose certain liabilities on our Company. There can be no assurance that such transactions, individually or
in the aggregate, will not have an adverse effect on our financial condition and results of operations. While we
believe that all such transactions have been conducted on an arm’s length basis, there can be no assurance that
we could not have achieved more favourable terms had such transactions been entered into with unrelated
parties.

For detailed information about the related party transactions entered into by us, please refer to Annexure — XV
of our restated financial statements in the section ‘Financial Statements’ on page 142 of the Red Herring
Prospectus.

We have contingent liabilities not provided for to the extent of ¥206.00 Lacs and ¥ 229.46 lacs for nine
months period ended December 31, 2010 and year ended March 31, 2010 respectively, and if these
liabilities crystallize, they could materially and adversely affect our financial condition.

As per our Restated Financial Statements, our contingent liabilities as on December 31, 2010 and March 31,
2010 are as follows:

(R in Lacs)
Particulars As on 31.12.2010 | As on 31.03.2010
Bank Guarantee 22.00 63.62
Corporate Guarantee to Banks for Bank Limits Granted to 184.00 165.84
Partnership Firm where Company is partner
Total 206.00 229.46

If any of these contingent liabilities materialise, fully or partly, our financial condition could be materially and
adversely affected. For further details on Contingent Liabilities, please refer to Annexure - VII of our restated
financial statements in the section ‘Financial Statements’ on Page 135 of the Red Herring Prospectus.

The Company does not own presently the premises/plots for ship recycling, registered office and
corporate office, which may affect our operations.

Our ship recycling plot on which we are presently operating our ship recycling operations is not owned by us.
We have entered into an agreement with the Gujarat Maritime Board (‘GMB’) to utilize the said plot for a
period of 5 years up to 16.03.2012. Upon the expiry of the aforesaid time limit, the permission shall
automatically come to an end, unless it is renewed within three months prior to the date of expiry of the
permission. Failure by our Company to renew the same with GMB may result in the interruption of our
Company’s operations and may have a material impact on our business. Based on our experience and the nature
of the industry we are confident and don’t foresee any difficulty for the renewal of the permission from the
GMB.

Further, the Company does not currently own the premises of its Registered Office and Corporate Office. The
Registered Office is taken on lease from Mrs. Sangeeta Jain, one of the Promoters of our Company, for a period
of not more than 3 (three) years with effect from April 1, 2010 for a consideration of ¥ 10,000/~ per month and
the Corporate Office is taken on lease from. Softech Design Private Limited, for a period of 11 months and
twenty nine days with effect from April 01, 2011 for a consideration of ¥ 10,000/- per month. These lease
agreements are renewable on mutual consent. If any of the owners of these premises do not renew the
agreements or renew such agreements on terms and conditions that are unfavourable to us, we may suffer a
disruption in our operations which could have an adverse effect on our business, financial conditions.

Our ship recycling operations are geographically concentrated at Sosiya Ship Breaking Yard. Any
localised unrest, political disturbances or natural calamities in this area could disrupt our operations and
adversely affect our results of operations. Any prolonged business interruption at our unit could have a
material adverse effect on our business.
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Our ship recycling unit is located at Sosiya Ship Breaking Yard, in Sosiya Village, Bhavnagar District, Gujarat
and any significant social, political or geological disruption in this area, or changes in the state or local
governments, even on a short term basis, could impair our operational ability which could have an adverse
effect on our business and results of operations.

Further, any breakdown or failure of our equipment can disrupt our operations, resulting in performance being
below expected levels. In addition, our operations may be disrupted for reasons that are beyond our control,
including explosions, fires, earthquakes, tsunamis and other natural disasters, breakdown, failure or sub-
standard performance of equipment, improper installation or operation of equipment, accidents, operational
problems, other environmental risks, etc.

We may be subject to industrial unrest, slowdowns and increased labour costs which may materially and
adversely impact our operations and financial condition.

Our operations are labour intensive in nature. While we consider our current labour relations to be satisfactory,
there can be no assurance that we will not experience future disruptions to our operations due to disputes
including strikes, work stoppages or increased wage demands by our employees or other problems with our
work force, which may adversely affect our business and results of operations.

India has stringent labour legislation that protects the interests of workers, including legislation that sets forth
detailed procedures for dispute resolution and employee removal and legislation that imposes certain financial
obligations on employers during employment and upon retrenchment. Under Indian law, workers also have a
right to establish trade unions. Our employees are currently not unionised and if we experience unrest or
slowdowns, it may become difficult for us to maintain flexible labour policies and we may experience increased
wage costs and employee numbers and adversely impact our operations and financial condition.

Our inability to manage growth could disrupt our business and reduce our profitability.

A principal component of our strategy is to continue to grow by expanding the size and scope of our existing
business. This growth strategy will place significant demands on our management, financial and other
resources. It will require us to continuously develop and improve our operational, financial and internal
controls. Continuous expansion increases the challenges involved in financial management, recruitment,
training and retaining high quality human resources, preserving our culture, values and entrepreneurial
environment, and developing and improving our internal administrative infrastructure. An inability to manage
such growth could disrupt our business prospects and adversely affect our results of operations.

There are certain restrictive covenants in financing agreements entered by us which could adversely
affect our ability to conduct business, financial condition and results of operations.

We have entered into various agreements with the banks and financial institutions for short-term loans and
working capital requirements and there are certain restrictive covenants, please refer to Financial Indebtedness
in the section ‘Financial Statements’ on page 154 of the Red Herring Prospectus. These restrictive covenants,
include but are not limited to, that no change should be made in capital structure without consent in writing, not
to make any investments in any group concern or anywhere else without prior permission, changes, if any, in
the constitution of the company or changes in Directors, proposals for merger /takeover, etc. Any delay or non
receipt of such consents may restrict our operations or ability to expand and may adversely affect our business.

Further, the Company has created a charge in favour of the lending bankers against the fixed assets of the
Company. In case of default by the Company in repayment of the loans, these bankers may exercise their rights

over the security, which may be detrimental to the interest of the Company.

We have unsecured loans that are re-payable on demand and if we are not able to replace these facilities
on terms feasible to us, it may adversely impact our operations and financial performance.

As on December 31, 2010, our Company has obtained unsecured loans of ¥ 50.00 Lacs from others who are
not in any manner related to the promoters, directors or the promoter group. This amount is repayable on
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22,

23.

24,

demand. In the event that the lenders recalled these loans, we cannot provide any assurance that we will be able
to replace these facilities on similar or commercially reasonable terms, or at all. If we are unable to repay or
refinance the unsecured debt, or if we are unable to obtain additional financings on terms acceptable to us, our
business, financial condition and results of operations may be adversely affected.

We are subject to risks arising from interest rate fluctuations and foreign exchange which could
adversely affect our business, financial condition and results of operations

We are exposed to interest rate risk but we do not currently enter into any swap or interest rate hedging
transactions in connection with our loan agreements. We may enter into interest hedging contracts or other
financial arrangements in the future to minimize our exposure to interest rate fluctuations. We cannot assure
you, however, that we will be able to do so on commercially reasonable terms or any of such agreements we
enter into will protect us fully against our interest rate risk. Any increase in interest expense due to factors
beyond our control, such as governmental, monetary and tax policies and domestic and international economic
and political conditions, may have an adverse effect on our business prospects, financial condition and results of
operations.

The Company had, and will in the future have, substantial exposure to foreign exchange-related risks, as a
substantial portion of its expenses are denominated in foreign currencies, especially U.S. dollars, while the cost
of sales is denominated primarily in Indian rupees. Any appreciation or depreciation of the Indian rupee against
these currencies could impact the cost of sales and profitability. However, there can be no assurance that any
forward contracts or other hedging mechanisms will enable the Company to effectively manage the exposure to
foreign exchange and currency translation risks. Any of these developments could have a material adverse
effect on the Company’s business, financial condition and results of operations.

We are dependent on the expertise of our senior management and key managerial personnel and the loss
of any key team member may have an adverse effect on our results of operations.

Our success was dependent largely on the skills and efforts of our management who have the experience within
our industry. Our success also depends in large part upon our ability to attract and retain our senior
management. We face significant competition in attracting and retaining personnel who possess the skill sets
that we seek. Any loss of the members of our senior management or key personnel or the inability to recruit
further senior managers or other key personnel could adversely affect our business.

The insurance policies obtained by us may not be adequate to protect us against certain risks and we may
be subject to losses that might not be covered in whole or in part by existing insurance coverage.

We have various types of insurance policies covering the stocks, furniture & fixtures, etc, but we cannot assure
that the level of insurance maintained by us is adequate to cover all normal risks associated with the operation
of our business, or that we have obtained sufficient insurance (either in amount or in terms of risks covered) to
cover all material losses. Any damage suffered by us in respect of uninsured events or for which our insurance
is inadequate, the effect of such losses, would be bear by us. We cannot assure you that any claim under the
insurance policies maintained by us will be honoured fully or on time. Any payments we make to cover any
losses, damages or liabilities or any delays we experience in receiving appropriate payments from our insurers
could have an adverse effect on our business, financial condition and results of operations. For further details
regarding the insurance policies taken by us, please refer to the section ‘Insurance Policies’ on Page 93 of the
Red Herring Prospectus.

We have, during the last 12 months from the date of filing of the Draft Red Herring Prospectus, made
certain issuances of equity shares at a price that may be lower than the issue price.

Aﬁ::::;(:l " g:;r(:; Face(;’)alue PlI'iscs:‘(% Consideration Reasons for Allotment
26.12.2009 | 46,62,582 10 - Bonus Issue Bonus in the ratio of 1:1
30.12.2009 3,55,000 10 40 Cash Further Allotment to Others
20.01.2010 3,55,000 10 - Bonus Issue Bonus in the ratio of 1:1
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25.

26.

The Issue Price will be determined by us in consultation with the Book Running Lead Manager on the Pricing
Date. We have issued above Equity Shares in the last 12 months at a price that may be lower than the Issue
Price. For further details, see page 44 of this Red Herring Prospectus.

"/)
We have made an application for registration of the Trade Mark with our logo ‘HzE’ and the same is
pending for registration.

As of the date of this Red Herring Prospectus, our logo ‘WA’ is not registered. We made an application on
March 30, 2010 for the registration of the same with the Registrar of Trade Marks and registration is pending.

In absence of any statutory right, we may be restrained from using the trademark. In the event our trademark
are subject to any challenge or not registered for any reason, or there is a delay in registration, our business and
results of operations may be affected adversely.

We await receipt of written communication from the Patents and Trademark Registry and the grounds for the
objection, if any. However, in the event the objection raised has not been responded by us to the satisfaction of

<) i
the Registrar of Trade Marks, we may not be able to obtain the registration over the trademark ‘HzE’, which
may force us to look for an alternative. We also can not assure you that such objections will not be received in
future from Registrar of Trade Marks.

We operate in a competitive business environment, both globally and domestically. Competition from
existing players and new entrants and consequent pricing pressures may adversely affect our business,
financial condition and results of operations.

Several of our competitors are larger international and national companies and have access to greater resources
or may be able to develop or acquire technology or partner with innovators or customers at terms which are not
presently feasible for us, due to our current scale of operations. Any failure to keep abreast with technological
advancements might place our competitors at an advantageous position in terms of cost, efficiency and timely
services. We may not be able to maintain our growth rate and revenues and our profitability may decline. Any
of these factors may have a material adverse effect on our business and prospects.
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EXTERNAL RISK FACTORS
Any changes in the regulatory framework could adversely affect our operations and growth prospects

We are subject to various regulations and policies. For details see section titled “Key Industry Regulations”
beginning on page 94 of this RHP. Our business and prospects could be materially adversely affected by
changes in any of these regulations and policies, including the introduction of new laws, policies or regulations
or changes in the interpretation or application of existing laws, policies and regulations. There can be no
assurance that we will succeed in obtaining all requisite regulatory approvals in the future for our operations or
that compliance issues will not be raised in respect of our operations, either of which could have a material
adverse affect on our business, financial condition and results of operations.

Global economic, political and social conditions may affect our ability to do business, increase our costs
and negatively affect our business.

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

Political instability or changes in the Government could adversely affect economic conditions in India
generally and our business in particular.

We are incorporated in India, derive our revenues from operations in India and all of our assets are located in
India. Consequently, our performance and the market price of the Equity Shares may be affected by the Indian
market, which in turn may be affected by foreign exchange rates and controls, interest rates, changes in
Government policy, taxation, social and civil unrest and other political, economic or other developments
affecting India.

The Government has traditionally exercised and continues to exercise a dominant influence over many aspects
of the economy. Since 1991, successive governments have pursued policies of economic liberalization and
financial sector reforms. The current government has announced that its general intention is to continue India's
current economic and financial sector liberalization and deregulation policies. However, there can be no
assurance that such policies will be continued, and a significant change in the government's policies could affect
business and economic conditions in India, and could also adversely affect our financial condition and results of
operations.

Instability in Indian financial markets could adversely affect the Company's results of operations and
financial condition.

The Indian economy and financial markets are significantly influenced by worldwide economic, financial and
market conditions. Any financial turmoil, especially in the United States of America, Europe or China, may
have a negative impact on the Indian economy. Although economic conditions differ in each country, investors'
reactions to any significant developments in one country can have adverse effects on the financial and market
conditions in other countries. A loss in investor confidence in the financial systems, particularly in other
emerging markets, may cause increased volatility in Indian financial markets.

The recent global financial turmoil, an outcome of the sub-prime mortgage crisis which originated in the United
States of America, has led to a loss of investor confidence in worldwide financial markets. Indian financial
markets have also experienced the contagion effect of the global financial turmoil, evident from the sharp
decline in SENSEX, BSE's benchmark index. Any prolonged financial crisis may have an adverse impact on the
Indian economy, thereby resulting in a material and adverse effect on the Company's business, operations,
financial condition, profitability and price of its Shares. Stock exchanges in India have in the past experienced
substantial fluctuations in the prices of listed securities.
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Force Majeure events such as terrorist attacks, war, natural disaster or other catastrophic events may
disrupt or otherwise adversely affect the markets, result in loss of client confidence, and adversely affect
our business, financial condition and results of operations.

Our business may be adversely affected by, terrorist attacks, war, natural disaster or other catastrophe. A
catastrophic event could have a direct negative impact on us or an indirect impact on us by, for example,
affecting our customers, the financial markets or the overall economy. In recent times, terrorist attacks in India
have become more prevalent. Such attacks may have a material adverse effect on the Indian and global financial
markets. Any deterioration in relations of India with its neighboring countries may result in actual or perceived
regional instability. Events of this nature in the future could have a material adverse effect on our ability to
develop our operations. As a result, our business, prospects, results of operations and financial condition could
be materially adversely affected by any such events.

Any changes in the labour laws or other industry standards, in the jurisdictions in which we operate,
applicable to us, our operations and the profitability may be adversely affected.

We are subject to a number of labour laws related to the levels of employment. India has stringent labour
legislation that protects the interests of workers, including legislation that sets forth detailed procedures for
dispute resolution and employee removal and legislation that imposes financial obligations on employers upon
retrenchment. Our employees may also in the future form unions. If labour laws become more stringent or are
more strictly enforced or if our employees unionize, it may become difficult for us to maintain flexible human
resource policies, discharge employees or downsize, any of which could have an adverse effect on our business,
results of operations, financial condition and cash flows.

There may not be an active or liquid market for our Equity Shares, which may cause the price of the
Equity Shares to fall and may limit your ability to sell the Equity Shares.

You may be unable to resell your Equity Shares at or above the issue price and, as a result, you may lose all or

part of your investment. The price at which the Equity Shares will trade after this listing of the Issue will be

determined by the marketplace and may be influenced by many factors, including:

¢ our financial results and the financial results of the companies in the businesses we operate in;

o the history of, and the prospects for, our business and the sectors and industries in which we compete;

e an assessment of our management, our past and present operations, and the prospects for, and timing of, our
future revenues and cost structures;

e the present state of our development; and

e the valuation of publicly traded companies that are engaged in business activities similar to ours.

In addition, the Indian stock market has from time to time experienced significant price and volume fluctuations
that have affected the market prices for the securities of Indian companies. As a result, investors in the Equity
Shares may experience a decrease in the value of the Equity Shares regardless of our operating performance or
prospects.
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PROMINENT NOTES

1.

10.

11.

12.

13.

14.

Investors may contact the BRLM or the Compliance officer for any complaint/clarification/information
pertaining to the issue. For contact details of the BRLM and the Compliance Officer, please refer to page 35 and
34 respectively of the Red Herring Prospectus.

Public Issue of [¢] Equity Shares of I 10/-each, for cash at a price of X [e] per Equity Share aggregating to I
2575.00 Lacs (hereinafter referred to as the “Issue”). The Issue would constitute [#]% of the Post Issue Paid-Up
capital of our Company.

Pre-issue net worth of our Company as on December 31, 2010 was I 2274.66 Lacs and March 31, 2010 was ¥
2034.77 Lacs.

Book value per Equity Share of ¥ 10/- of our Company as on December 31, 2010 was ¥ 22.67 and March 31,
2010 was ¥ 20.28.

The average cost of acquisition of Equity Shares after considering the sales, if any, by our Promoters is as
follows:

a. Mr. Ajit Kumar Jain is ¥ 0.16 per Equity Share;

b. Mr. Manoj Kumar Jain is ¥ 0.58 per Equity Share;

¢. Mrs. Sangeeta Jain is X 1.41 per Equity Share.

For details on Related Party Transactions, refer to the section titled “Related Party Transactions” page 142 of
this RHP.

For details of the transactions in the Equity Shares of our Company, directly or indirectly, by the Promoters,
their relatives and associates, the Promoter Group and the Directors in the past six months, refer notes to the
section ‘Capital Structure’ on page 47 of this RHP.

There are no financing arrangements, directly or indirectly, whereby persons forming part of the Promoter
Group, the Directors of our Company and their relatives have financed the purchase by any other person of
equity shares of our company during the period of six months immediately preceding the date of this Red
Herring Prospectus.

Except as stated under the notes to the section ‘Capital Structure’ on Page 44 of this RHP, our Company has not
issued any shares for consideration other than cash.

For details on lien and hypothecation of moveable and immoveable property, please refer to section Financial
Indebtness on Page 154 of this RHP.

Trading in equity shares of our Company for all the investors shall be in dematerialised form only.

All information shall be made available by the BRLM and our Company to the public and investors at large and
no selective or additional information would be available only to a section of the investors in any manner
whatsoever.

Investors are advised to refer to the paragraph on “Basis for Issue Price” on page 63 of this RHP before making
an investment in this Issue.

This Issue is being made in terms of regulation 26 (1) of the SEBI Regulations and through a 100% Book
Building process wherein up to 50% of the Issue shall be allocated on proportionate basis to Qualified
Institutional Buyers (‘QIBs’), out of which 5% shall be available for allocation on a proportionate basis to
Mutual Funds only and the remaining QIB portion shall be available for allocation on proportionate basis to all
QIBs, including Mutual Funds, subject to valid Bids being received from them at or above the Issue Price.
Under-subscription, if any, in the Mutual Funds portion will be met by a spill over from the QIB portion and be
allotted proportionately to the QIB Bidders. Further, not less than 15% of the Issue shall be available for
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15.

16.

17.

18.

19.

allocation on a proportionate basis to Non-Institutional Bidders and not less than 35% of the Issue shall be
available for allocation on a proportionate basis to Retail Individual Bidders, subject to valid Bids being
received from them at or above the Issue Price.

In the event of the Issue being oversubscribed, the allocation shall be on a proportionate basis to QIBs, Non-
Institutional Bidders and Retail Individual Bidders. For details, refer to the chapter titled “Issue Procedure” on
page 206 of this RHP.

Under-subscription in the Issue, if any, in any category will be met by spill over from other categories at the
discretion of the Company in consultation with the BRLM. However, if the aggregate demand by Mutual Funds
is less than [e@] Equity Shares, the balance Equity Shares available for allocation in the Mutual Fund portion will
first be added to the QIB Portion and be allotted proportionately to the QIB Bidders.

Investors are advised to go through the paragraph on “Basis of Allotment” beginning on page 205 of this RHP.
Our Company and the BRLM will update the Offer Document in accordance with the Companies Act and the
SEBI (ICDR) Regulations 2009 and will keep the public informed of any material changes relating to us till the

listing of our shares on the stock exchanges.

No loans and advances have been made to any person(s) / companies in which Directors are interested except as
stated in the Section Auditors Report on page 137 of this RHP.
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SECTION III - INTRODUCTION
SUMMARY OF INDUSTRY
Overview

Ship breaking is a type of disposal of ship involving the breaking up of ships for scrap recycling, with the hulls
being discarded in ship graveyards. Ship breaking is a typical activity, which adds value through a 'demolition’
process. Most ships have a lifespan of a few decades before there is so much wear that refitting and repair becomes
uneconomical. When a ship goes uneconomic / unsafe as per standards of safety to operate, it is sent for demolition
to ship breaking yards. Ship breaking allows materials from the ship, especially steel, to be reused. Equipment on
board of the vessel can also be reused. The contribution of the ship breaking yards is to generate value out of
unusable ships by segregating it into various components that have their own economic value by subjecting it to a
systematic demolishing process.

Until the late 20th century, ship breaking took place in port cities of industrialized countries such as the United
Kingdom and the United States. Today, most ship breaking yards are in Pakistan, Bangladesh, and India. Turkey
performs just a handful of demolitions each year. Though western countries have developed superior technologies,
which result into high productivity, Asian countries have come up a low cost proposition for two reasons. One,
relatively the manpower is very cheap in these countries. So even at a lower productivity rate, operations in these
countries prove to be relatively cheaper. Second, western countries have very high standards of safety, which calls
for costly measures for ensuring safety.

The reasons behind ship breaking/ recycling being carried out in these countries are as follows:
(1) Cheap and abundant labour;

(2) Vast coastal area with good and favorable tidal impact; and

(3) Management ability.

Primarily India occupied the first position in the world, but with the passage of time the same was replaced by
China.

Global Scenario

At present, the global economic integration continues to accelerate and promote international trade. With the
shipping industry booming and the continuous growth in global fleets, the number of retired vessels have
considerably increased. UNCTAD, “World Ocean Assessment Report", issued in 2008 points out that in 2007 the
world's shipping volume reached a record of more than 80 million tons. As of January 2008, the global registration
of 100 gross tonnage and above, the total number of merchant shipping 97481, with a total capacity of 11.2 million
dwt, 100 every year and have been dismantling decommissioned ships.

China is one of the world's major ship-breaking industry. Since the 20th century, the emergence of organized 60
years of ship-breaking activities began; China's ship-breaking industry has gone through a 40 year course of
development. China's ship-breaking enterprises to actively advocated scrapping the green, in the dismantling of
production activities, basically the safety, environmental protection, health, some enterprises have passed the
international environmental management system and occupational safety and health management system
certification; Some enterprises have already or will be included in national and local development of circular
economy pilot projects, and has become internationally influential first-class ship-breaking business, and
environmental protection in developed countries has been a strong sense of the favor of international ship owners in
recent years.

(Source: www.eckhardt-marine.com)

The phase-out means that many tankers will have to be taken out of service Extra in the coming years. Roughly
2,200 single hull oil tankers from the 4,000 crude oil tankers and oil products tankers (over 5,000 dwt). Together
these tankers have a dwt of 175 million.

(Source: E.A. Gibson Shipbrokers).
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According to newer figures from Clarkson’s, a total of 590 ships were scrapped from the beginning of the year and
until the end of August 2008. These vessels represent a total capacity of 18.1 million tons, while their average age is
also quite younger than the relevant ships scrapped last year. In fact, during the whole of 2008 the number of ships
demolished had reached just 385 units with a capacity of 13.6 million tonnes.

The average vessel age of each ship scrapped last year was 30.5 years during 2008, while this year this number has
dropped at 29 years (for all ship types). For 2009, the average age is at just 25.3 years for tankers and 30.5 years for
dry bulk carriers. The increase of scrapping activity comes as no surprise to most industry analysts, as this was
expected regardless of the state of the freight market. With the world order book for most ship types near record
levels, it was obvious that older ships would have to leave the market eventually. The collapse of the freight market,
which commenced about a year ago, simply speeded things up.

(Source: Hellenic Shipping News)

Ship Breaking Industry in India

Ship Recycling is not new to India for we know of this activity ever since 1912 in Kolkata and Mumbai. The ship
recycling activity in those days was a part of the larger colonial economy like plantations and mining. Steel scrap
was worthwhile even then and countries that had yards to recycle ships were often considered to be economically
fortunate. Indeed, ship recycling became very important at the end of the two World Wars, especially after the
World War II. Further, after the oil boom in the Middle East, oil became a much transported commodity and large
oil tankers added to the fleet. Refrigeration techniques that grew around the early 1950’s, too led to the emergence
of the large refrigeration vessels. All of these started to age by the middle of 1970’s and the ship recycling activity
reached new heights in the Western countries. When the first economic recession came around 1984 and the fleet
owners thought that it was better to scrap ships than to maintain them, there was a huge backlog of ships to be
demolished. With the recession on, labour appeared to be far too costly and steel scrap yielding far less prices, ships
had to look for cheaper labour elsewhere. India, stepped in at this juncture.

One of the reasons why the ship recycling activity became a boon for India was that, the middle of 1980°s was a
time of the rise of electric arc furnace and a rise in demand for steel melting scrap. The re-rolling mills were already
facing an expansion around the middle of 1970’s and they now grew up very fast in North and West India. The re-
rolling mills were driven mainly by the boom in the construction sector in these parts that emerged as a result of
rapid urbanization. Ship recycling became a source of steel scrap, whether for melting or directly re-rollable material
in the re-rolling mills. In terms of price, ship-breaking scrap historically is more expensive than scrap from railways
or other melting scrap, but it is cheaper than ingots from the electric arc furnaces and the billets and the semis from
the integrated steel plants. Hence, ship-recycling scrap conventionally has proved to be a direct competitor of the
integrated steel mills in their market for semis.

In the 1970s ship breaking was concentrated in Europe. Performed at docks, it was a highly mechanised industrial
operation. But the costs of upholding environmental, health and safety standards increased. So the shipping industry
moved to poorer Asian States.

(Source:www.sriaindia.com)

Offshore Industry

India is naturally endowed with a long coastline spanning 7,517 km wherein the country’s 13 major ports and
around 200 non-major ports are located across nine maritime states. Of the non-major ports, around 66 are
operational and these are mainly in the States of Gujarat, Andhra Pradesh, Goa and Maharashtra. Post-liberalization,
the participation of private players in the port sector has been encouraging as is evident from their investments in
green field commercial and captive ports and in various port related logistics and support activities.

(Source: Indian Ports & Infrastructure Review, October 2010, Volume 2: Issue 10)
Indian Scenario
Considering the favourable outlook for growth in cargo traffic and the investments proposed in setting up new

capacities and expanding existing ones, the port support services sector appears poised for growth. The activities of
this sector include operations and maintenance (O&M) services (like pilotage, harbouring, mooring, ligterage, and

25



dredging) and provision for Marine assets (like tugs, mooring launches, pilot launches, barges and dredgers). Entry
of foreign players in this sector has been relatively limited so far, partly because of the protection available to
domestic players under the Cabotage Law, which is akin to a purchase preference for vessel carrying Indian flags.
Also, foreign operators have generally preferred to operate in the more lucrative off-shore drilling business as
against conventional port services.

At present, the Indian port support services sector has players that are focused mainly on providing marine assets on
long-term contractual basis and on offering offshore services to the exploration and production (E & P) sector, only
a few players currently provide port O & M services.

(Source: Indian Ports & Infrastructure Review, October 2010, Volume 2: Issue 10)

Coastal shipping vessels operating in India have grown from 458 on March 31, 2005 to 658 as on December 1, 2009
with gross registered tonnage (GRT) growing from 8,10,591 to 9,75, 507. During the same period, the number of
overseas vessels increased from 228 to 308 with the GRT growing from 72,02,364 to 84,12,226. While the share of
the coastal shipping vessels operated in India has hovered between 60 and 68 per cent during the last five years, the
GRT has been almost stagnant at around 10 percent. Currently, around 7 percent of domestic cargo is transported
through coastal shipping.

The coastal shipping, despite the inherent advantages and the promise of viability, could not take off owing to

regulatory, fiscal and infrastructure hurdles coming in the way.
(Source: Maritime Gateway Journal, February 2010)
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SUMMARY OF OUR BUSINESS

Our company was incorporated on December 2, 1991with the object of carrying on the business of providing
different kinds of consulting and information technology services. During 1992- 1994, our company was engaged in
computerization of land revenue records of Bhavnagar Municipal Corporation. Thereafter, in the year 1995-96 our
Company undertook the assignment of computerization of Ration Cards and Ration Shops of Bhavnagar Municipal
Corporation.

During the year 1994, our company also acquired a running Oxygen Plant operating in the name of “Varun Gases”
in Sihor GIDC, Bhavnagar having an installed capacity of 65 cubic meters per hour. Our company was operating at
full capacity and was supplying the gas produced at this unit to the various customers in and around Bhavnagar who
are engaged in Ship Recycling Industry.. The said plant was closed by the company in the year 1997 as it became
unviable on account of slow down in the Ship Recycling Industry and advancement of technology in this area.

The Ship Breaking Industry was revived in the year 2003-04 and therefore we decided to diversify our activities.
During the year 2004, Gujarat Maritime Board auctioned vacant plots and under open bid we have been allotted
vacant Plot No. 160 at Alang-Sosiya Ship Breaking Yard admeasuring 1350 sq. meter on a lease basis. However,
our company could not start ship breaking activities due to change in policy for ship recycling plant, requiring
higher size (2700 sq meters ) of plot and therefore we could not get permission for utilization of plot from GMB.
Meanwhile, in the year 2007, the plot size was enlarged to 2700 sq. meter as per the instructions given by the Inter
Ministerial Committee constituted by Hon. Supreme Court, by merging the adjoining Plot No. 159 and our company
was permitted to use the merged Plot No. 160M for a period of 5 years with effect from 17.03.2007 to 16.03.2012
and subject to renewal thereafter.

In the year 2006-2007, our company also joined as a Partner with Ms. Sangeeta Jain in M/s Eternal Automobiles
(dealer of Honda Motor Cycle and Scooter India Pvt. Ltd-Two Wheeler). The profit sharing ratio of our company is
25% and the balance 75% is with Ms. Sangeeta Jain, one of the promoters of our company. Due to wide scope in the
Automobiles and reasonable profitability, we ventured into this business.

In the month of May 2008, our company had entered into the offshore business activities & supporting services. We
obtained the required registration and undertook the following activities:-

*  Purchased a Tug named ADINATH - 8, and entered into a Charter Agreement on 16.07.2008 with GMB for a
period of 12 months. We have obtained the Certificate of Registry from Registrar of Indian Ships, Mumbai.
Thereafter, we are operating the said Tug in the open market on a daily hire basis.

Purchased a Speed Boat named KALPTARU, and entered into a Charter Agreement on 26.02.2009 with GMB for
patrolling under ISPS Code at Magdalla Port for a period of 1 (one) year with an extension clause of One year and
the same has been extended by GMB till 5th March, 2011. In the month of April 2011, the said Speed Boat was
sold-out and hence as on date the company is not carrying on any activity in this area.

Business activities

Our present business mainly consists of two business segments:

1. Ship Recycling Activities
2. Offshore business activities & supporting services
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THE ISSUE

Equity Shares Offered:

[#] Equity Shares of ¥ 10/- each for cash at a price of Rs [e]
aggregating to I 2575.00 Lacs.

Of which: [¢] Equity Shares of I 10/- each, constituting up to 50% of
the Issue (allocation on proportionate basis) for cash at a
price of Rs [e] aggregating I 1287.50 Lacs.

Public Issue of Equity Shares by our Company

A) Qualified Institutional Buyers (QIBs) Out of which 5% i.e. [¢] Equity Shares of ¥ 10/- each for
Portion cash at a price of Rs [e] aggregating I 64.375 Lacs will be
available for allocation to Mutual Funds only and the
remaining QIB portion will be available for allocation to
other QIBs, including Mutual Funds.

[¢] Equity Shares of ¥ 10/- each, constituting not less than
B) Non-Institutional Portion 15% of the Issue (allocation on proportionate basis), for
cash at a price of Rs [e] aggregating ¥ 386.25 Lacs.

[¢] Equity Shares of ¥ 10/- each, constituting not less than
C) Retail Portion 35% of the Issue (allocation on proportionate basis), for
cash at a price of X [e] aggregating ¥ 901.25 Lacs.

Equity Shares outstanding prior to the Issue 1,00,35,164 Equity Shares of ¥ 10/- each

Equity Shares outstanding after the Issue [#] Equity Shares of ¥ 10/- each

Please refer to chapter titled “Objects of the Issue” on page

Objects of the Issue 55 of this RHP

Under subscription, if any, in any of the categories, would be allowed to be met with spill over from any of the other
category or combination of categories at the sole discretion of our Company, in consultation with the BRLM and the
designated Stock Exchange(s).
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SUMMARY OF FINANCIAL INFORMATION

The following summary of financial information derived from our restated financial statements as of and for the
years ended March 31, 2006, 2007, 2008, 2009, 2010 and nine month period ended December 31, 2010. These
restated financial statements have been prepared in accordance with the Indian GAAP, the Companies Act and the
SEBI Regulations and are presented in the section titled “Financial Statements” on page 121 of this Red Herring
Prospectus. The summary financial information presented below should be read in conjunction with our restated
financial statements, the notes thereon and the section titled “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” on page 146 of this Red Herring Prospectus .

SUMMARY STATEMENT OF ASSETS & LIABILITIES, AS RESTATED

® in Lacs)

For the Year/ Period ended on

Particulars 31/03/2006 | 31/03/2007 | 31/03/2008 | 31/03/2009 | 31/03/2010 | 31/12/2010
Fixed Assets (A)
Gross Block 3231 3231 29.75 762.50 74327 768.91
Less: Depreciation 10.76 11.97 10.61 34.71 80.89 103.31
Net Block 21.55 20.34 19.14 727.79 662.38 665.60
Investments (B) 609.63 1461.85 1427.81 1387.42 40.12 0.30

Current Assets Loans
and Advances (C)

Inventories 0.15 0.15 0.15 0.15 698.56 5905.84
Receivables / Sundry 3.86 0.55 114 24.64 515.39 263.14
Debtors

Cash and Bank Balances 61.63 6.24 35.53 117.65 875.60 347.39
Loans and Advances/ 2.11 27.97 62.38 1260 | 101522 | 134424
Deposits

Total ( C) 67.75 34.91 99.20 155.04 3104.77 7860.61
Total Assets (A+B+C) 698.93 1517.10 1546.15 2270.25 3807.27 8526.51
Liabilities and Provisions

D)

Secured Loans 0.00 0.00 25.02 649.88 1550.35 5682.52
Unsecured Loans 0.00 0.00 0.00 0.00 66.07 50.00
Current Liabilities and 13.67 8.47 7.97 33.66 153.83 498.45
Provision

Deferred Tax Liability 0.00 0.00 0.00 0.00 2.25 20.88
Total (D) 13.67 8.47 32.99 683.54 1772.50 6251.85

Net Worth (A+B+C- 68526 |  1508.63 | 151316 | 158671 | 203477 |  2274.66

D)=(E)

Represented By

Share Capital 246.16 413.46 413.46 413.46 1003.52 1003.52
Share Application Money 12.75 0.00 0.00 0.00 0.00 0.00
Reserve & Surplus 428.84 1099.61 1103.03 1175.47 1040.37 1290.39
Less: Miscellaneous

Expenditure Not Written 2.49 4.44 3.33 2.22 9.12 19.25
Off

Net Worth 685.26 1508.63 1513.16 1586.71 2034.77 2274.66

Note: During the Financial Year 2004-05, the company has allotted 28,03,750 equity shares at the rate of ¥ 25/- per
share (on Application X 20/- & on call - ¥ 5/-). Out of which, the call-money @ I 5/- was pending on 16,70,000
equity shares aggregating to ¥ 83.50 Lacs. The said amount was received during the F.Y. 2009-10X 52.80 Lakhs
(10,56,000 equity shares @ I 5/- per share) and F.Y. 2005-06 - ¥ 30.70 Lacs (6,14,000 equity shares @ I 5/- per
share).
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SUMMARY STATEMENT OF PROFIT & LOSS ACCOUNT, AS RESTATED

 in Lacs)
. For the Year/Period ended on
Particulars

31/03/2006 | 31/03/2007 | 31/03/2008 | 31/03/2009 | 31/03/2010 31/12/2010
Income
Operation Income from Business 2.85 5.27 10.92 143.67 2911.94 4988.87
Other Income 0.00 1.33 2.87 2.52 2.05 5.65
Increase /(Decrease) in stock 0.00 0.00 0.00 0.00 695.15 5205.88
Total Income 2.85 6.60 13.79 146.19 3609.14 10200.40
Expenditure
Purchase (Recycling of Ships) 0.00 0.00 0.00 0.00 2721.87 9249.43
Manufacturing Exp. 0.00 0.00 0.00 0.81 139.76 191.48
Payments to & Provision for Staff 1.44 1.47 2.78 15.25 68.40 82.27
and crew members
Administrative Expenses 0.10 0.16 2.86 21.05 192.42 208.28
Interest and Financial Charges 0.19 0.16 0.89 10.00 92.10 89.43
Depreciation 1.08 1.20 1.20 24.09 46.21 22.42
Preliminary Exp. 0.00 1.11 1.11 1.11 3.11 2.33
Total Expenditure 2.81 4.10 8.84 72.30 3263.87 9845.64
Net Profit Before Tax and
Extraordinary Items and Prior 0.04 2.50 4.95 73.88 345.27 354.76
Period Items
Extra Ordinary Items 0.00 0.00 0.00 0.00 0.00 0.00
Net Profit Before Tax and Prior 0.04 2.50 4.95 73.88 345.27 354.76
Period Items
Provision for Taxation 0.29 0.92 1.49 1.30 82.30 86.10
Provision for Fringe Benefit Tax 0.00 0.00 0.02 0.14 0.00 0.00
Provision for Deferred Tax 0.00 0.00 0.00 0.00 2.25 18.63
Net Profit After Tax and
Extraordinary Items but before (0.25) 1.58 3.44 72.44 260.72 250.03
Prior Period Items
Prior period items 0.02 0.00 0.02 0.00 0.57 0.00
Transfer to Tonnage Tax 0.00 0.00 0.00 14.26 21.41 10.61
Reserve
Balance Carried Forward to (0.27) 1.58 3.42 58.18 238.74 239.42
Balance Sheet
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SUMMARY OF CASH FLOW STATEMENT, AS RESTATED (*)

& in Lacs)
. For the financial year / period ended on
Particulars

31/03/06 31/03/07 31/03/08 31/03/09 31/03/10 31/12/10
Cash Flow from Operative
Activities
Net Profit / (Loss) before Taxation 0.04 2.50 4.95 73.88 34527 354.76
& Extra Ordinary items
Adjustments for:
Depreciation 1.08 1.20 1.20 24.09 46.21 22.42
IS)Oelgrematlon written back on assets 0.00 0.00 (2.56) 0.00 0.00 0.00
Profit on sale of Investments 0.00 (1.33) (2.87) 0.00 (0.50) 0.00
Profit on sale of Assets 0.00 0.00 0.00 0.00 0.00 0.00
Preliminary Exp. W/off 0.00 1.11 1.11 1.11 3.11 2.33
Extraordinary Items / Prior Period
Ttems W/off (0.02) 0.00 (0.02) 0.00 0.57) 0.00
Operating Profit before Working 1.1 3.48 1.81 99.08 393.52 379.51
Capital changes
Adjustments for:
Taxes Paid (0.29) (0.18) 0.00 (4.43) (15.25) (6.93)
(Increase) / Decrease in Trade &
Other Receivables (2.31) 3.31 (0.59) (23.50) (490.75) 252.25
(Increase) / Decrease in Other Current 0.00 0.00 0.00 0.00 0.00 0.00
Assets
(Increase) / Decrease in Inventories 0.00 0.00 0.00 0.00 (698.41) (5207.28)
Increase / (Decrease) in Current
Liabilities (0.72) (5.94) (2.01) 28.69 53.11 258.52
l(ie)t Cash from Operative Activities 2.22) 0.67 (0.79) 99.84 |  (757.78) | (4323.93)
Cash Flow from Investing Activities
(Purchase) / sale of Fixed Assets (Net) 0.00 0.00 2.56 (732.75) (19.05) (25.64)
Investments 24.77 (852.22) 34.04 40.39 1347.30 39.82
Profit on sale of Investments 0.00 1.33 2.87 0.00 0.50 0.00
Preliminary / Misc. Exp. Capitalized 0.00 (3.06) 0.00 0.00 (10.01) (12.47)
(Nl;’)t cash used in Investing Activities 2477 | (853.95) 3947 |  (69236) |  1318.74 171
Cash Flow from Financing
Activities
Proceeds from Unsecured Loans (net) 0.00 0.00 0.00 0.00 66.07 (16.07)
Proceeds from Bank Borrowings 0.00 0.00 25.02 624.86 938.74 4132.17
Increase / (Decrease ) in Share Capital 0.00 167.30 0.00 0.00 35.50 0.00
Increase / (Decrease ) in Share 10.00 (12.75) 0.00 0.00 0.00 0.00
Application Money
Receipts of Calls in Arrears 30.70 0.00 0.00 0.00 52.80 0.00
Increase in Securities Premium 0.00 669.20 0.00 0.00 106.50 0.00
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(Increase) / Decrease in Loans &

Aee) (5.79) (25.86) (34.41) 4978 | (1002.62) | (322.09)
Net cash receipt /used in Financing 34.91 797.89 (9.39) 674.64 196.99 3794.01
Activities (C)

Net Increase/ (decrease) in Cash &

Cash Equivalents (ALBAC) 57.46 (55.39) 29.29 82.12 757.95 | (528.21)
Cash & cash equivalents as on 4.17 61.63 6.24 35.53 117.65 875.60
beginning of year

Cash & cash equivalents as on end 61.63 6.24 35.53 117.65 875.60 347.39

of year
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GENERAL INFORMATION

Our Company was originally incorporated as ‘Varun Management Services Private Limited” on December 2, 1991
under the Companies Act, 1956 at Bhavnagar with the Registrar of Companies, Gujarat, Dadra & Nagar Haveli
(‘ROC’). The name of the Company was changed to “VMS Industries Private Limited’ pursuant to a special
resolution passed by the shareholders at the EGM held on March 12, 2007 and a fresh Certificate of Incorporation
was obtained from ROC on May 22, 2007. Subsequently the Company became a public limited company and the
name was changed ‘VMS Industries Limited’ pursuant to a special resolution passed by the shareholders at the EGM
held on December 31, 2009 and a fresh Certificate of Incorporation was obtained from ROC on January 29, 2010.
For further details of changes in the name and registered office of our Company, please refer the section titled

‘History and Certain Corporate Matters’ beginning on page 98 of this Red Herring Prospectus.

2" Floor, Jain House, Opp. Vitthalwadi,

Registered Office Bhavnagar-364 003, Gujarat, India.

Tel.: +91-278-2432371; Fax: +91-278-2428352

B-1006, Nar-Narayan Complex, Near Swastik Char Rasta,
Corporate Office Navrangpura, Ahmedabad — 380 009, Gujarat, India.

Tel.: +91-79-4032 0484/ 3190 0484; Fax.: +91-79-2692 0195
Works/Unit Plot No. 160-M, Alang-Sosiya Ship Breaking Yard,

Sosiya Village, Talaja Taluka, Bhavnagar Dist, Gujarat, India.

Registration Number

04-16714 of 1991-92

Corporate Identity Number (CIN)

U74140GJ1991PLCO016714

ROC Bhavan, Opp. Rupal Park Society,

Address of Registrar of Behind Ankur Bus Stop,

Companies Naranpura, Ahmedabad-380 013, Gujarat, India.
Tel.: +91-79-27437597; Fax: +91-79-27438371

Website www.vmsil.com

Email info@vmsil.com

Board of Directors

Our Board of Directors comprises the following:

Name & Address Designation Status Directors Identification
of the Director Number (DIN)

Mr. Ajit Kumar Jain
1, Sangat Apartment, . . Executive & Non
223 1/1%, WaI;ghawadi Road, Managing Director Independent 00114766
Bhavnagar-364 002.
Mr. Manoj Kumar Jain
B-404, Asavari Tower, . Non-Executive &
Behind Fun Republic, Director Non Independent 02190018
Satellite, Ahmedabad-380 015.
Mrs. Sangeeta Jain
B-404, Asavari Tower, Whole time Executive & Non- 00125273
Behind Fun Republic, Director Independent
Satellite, Ahmedabad-380 015.
Mr. Hitesh Loonia
AF/22, Rushika Apartment, . Non-Executive &
Opp. Sujata Flats, Shahibaug, Director Independent 02906216
Ahmedabad-380 004.
Mr. Pranav Kumar Parikh Non-Executive &
Parishram, 26/B/1, Virnagar Society, Director Independent 02906210
Nava Vadaj Road, Ahmedabad-380 013.
Mr. Bakul Mehta Non-Executive &
G/3, Samyak Flat, Diamond Chowk, Director Independent 02902485
Bhavnagar-364 001. P
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For further details and profile of Our Directors, please refer to the section titled “Our Management” on page 101
respectively of this RHP.

Company Secretary & Compliance Officer
Our Company Secretary and Compliance Officer is Mr. Hemal Patel. His contact details are as follows:

Mr. Hemal Patel

VMS Industries Limited,

B-1006, Nar-Narayan Complex,

Near Swastik Char Rasta, Navrangpura,
Ahmedabad, Gujarat, India— 380009.
Tel .: +91-79-4032 0484/ 3190 0484
Fax.: +91-79-2692 0195

Website: www.vmsil.com

Email: info@vmsil.com

Investors can contact the Compliance Officer or the Registrar to the Issue 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 refund orders.

All grievances relating to the ASBA process may be addressed to the Registrar to the Issue, with a copy to the
SCSBs, giving full details such as name, address of the applicant, number of Equity Shares applied for, Bid Amount
blocked, ASBA Account number and the Designated Branch of the SCSBs where the ASBA Form was submitted by

the ASBA Bidders.

Bankers to our Company

Indian Overseas Bank

1&2, Advait, Complex,

Near Sandesh Press,

Bodakdev Branch,

Ahmedabad-380 054.

Tel.: +91-79-36760500

Fax: +91-79-26581392

E-Mail: bodakdevbr@ahmsco.ibonet.co.in

Allahabad Bank

5/6, Poonam Sagar Complex,

Building No. 43/44,

Opp Sect 9,Shanti Nagar,

Mira Road (E), Dist Thane - 401 107.
Telefax.: +91-22-28553399

E-Mail: br.mummiaroad@allahabadbank.in

HDFC Bank Ltd.

Ground Floor, Sterling Point,
Waghawadi Road,

Bhavnagar-364 002.

Tel.: +91-278-2572173

Fax: +91-278-2568325

E-Mail: himanshu.vyas@hdfcbank.com

Karnataka Bank Ltd.

Shop No. 1 &2, Shilp Corner,

Subhash Chowk,

Gurukul Raod, Memnagar,
Ahmedabad-380 052.

Tel.: +91-79-27461833

Fax: +91-79-27474766

E-Mail: abad.memnagar@ktkbank.com

Oriental Bank of Commerce
Plot No. 87-88, Ramnagar,
Talaja Road,

Bhavnagar — 364 002

Tel.: +91-278-2564337

Fax: +91-278-2560636
E-Mail: bm0490@obc.co.in

ICICI Bank Limited

Ground Floor,Sarthik 2,

Opp. Rajpath Club,

Bodakdev, Ahmedabad-380 015
Tel.: +91-79- 26870967

Fax: +91-79- 26870968
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Statutory Auditors to our Company

M/s. K. Solanki & Co.

Chartered Accountants

3" Floor, Avishkar II, Nr. Patel Was
Ellisbridge, Ahmedabad -380 006.
Tel: +91-79-26576740, 32980195
Fax: +91-79-26576740

E-Mail: ksah2610@yahoo.co.in

ISSUE MANAGEMENT TEAM
Book Running Lead Manager

Ashika Capital Limited

1008, 10" Floor, Raheja Centre,

214, Nariman Point, Mumbai - 400 021.

Tel: +91-22-6611 1700

Fax: +91-22-6611 1710

Email: mbd@ashikagroup.com

Website: www.ashikagroup.com

SEBI Regn. No: INM 000010536

Contact Person: Mr. Narendra Gamini / Ms. Anshu Jain

Registrar to the Issue

Cameo Corporate Services Limited
‘Subramanian Building’,

No. 1 Club House Road,

Chennai — 600 002.

Tel.: +91-44-2846 0390 / 2846 0425
Fax: 91-44- 2846 0129

E-mail: vmsipo@cameoindia.com
Website: www.cameoindia.com
SEBI Regn. No.: INR 000003753
Contact Person: Mr. R.D. Ramasamy

Legal Advisor to the Issue

Sudhir M. Mehta, Advocate

504, 5" Floor, Sarveshwar Tower,

BMW Parsoli Moters Lane,

Behind Udgam School,

Opp. Auda Garden, Thaltej,

S.G. highway, Ahmedabad-380 054.

Tel: +91-79-2685 9488

E-Mail: sudhirmehtajasol@gmail.com; sudhirmehtajasol@yahoo.co.in

Syndicate Member

Ashika Capital Limited

1008, 10™ Floor, Raheja Centre,

214, Nariman Point, Mumbai - 400 021.
Tel: +91-22-6611 1700

Fax: +91-22-6611 1710

Email: mbd@ashikagroup.com
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Website: www.ashikagroup.com
Contact Person: Mr. Ankit Joshi

IPO Grading Agency

ICRA Limited

3" Floor, Electric Mansion,

Appasaheb Marathe Marg,
Mumbai-400025.

Tel.: +91-22-3047 0067/ 2433 1046/53/62
Fax: +91-22-2433 1390

Contact Person: Mr. Abhishek Kumar
E-mail ID: abhishekk@icraindia.com

Bankers to the Issue and Escrow Collection Banks

HDFC Bank Limited

Lodha, FIG-OPS Department,

I Think Techno Campus, O-3 Level,
Next to Kanjurmarg Railway Station,
Kanjurmarg (East), Mumbai -400 042.
Tel.: +91-22-3075 2928

Fax: +91-22-2579 9801

Contact Person: Mr. Deepak Rane
E-mail ID : deepak.rane@hdfcbank.com

IndusInd Bank Limited.

701-801, Solitaire Corporate Park,

167, Guru Hargovindji Marg,

Andheri (East), Mumbai- 400 093

Tel.: +91-22- 6772 3901 to 3917

Fax: +91-22-6772 3998

Contact Person: Mr. Suresh Esaki
E-mail ID: suresh.esaki@indusind.com

Refund Banker

Axis Bank Ltd.

4™ Floor, “Shivalik Ishan”,

Near C. N. Vidyalaya

Ambawadi Ahmedabad- 380 006
Gujarat, India

Tel.: +91-79 - 6613 5431

Fax: +91-79 - 6613 5408

Contact Person: Mr. Pratik Shah
E-mail ID : pratik.shah@axisbank.com

Self Certified Syndicate Banks

Axis Bank Limited

4™ Floor, “Shivalik Ishan”,

Near C. N. Vidyalaya

Ambawadi Ahmedabad- 380 006
Gujarat, India

Tel.: +91-79 - 6613 5431

Fax: +91-79 — 6613 5408

Contact Person: Mr. Pratik Shah
E-mail ID : pratik.shah@axisbank.com

The lists of banks that have been notified by SEBI to act as SCSB for the ASBA Process are provided on
http://www.sebi.gov.in. For details on designated branches of SCSBs collecting the ASBA Bid cum Application
Form, please refer the SEBI Website, www.sebi.gov.in.

36



Inter-se Allocation of Responsibilities

Ashika Capital Limited is the sole Book Running Lead Manager to the Issue and shall be responsible for the
following activities in relation to the Issue:

Sl. No. Activity
1. Capital Structuring with the relative components and formalities such as type of instruments, etc.
2. Conducting a Due diligence of the Company’s operations/management/business plans/legal, etc.

Drafting and designing the Draft Red Herring Prospectus / Red Herring Prospectus / Prospectus.
Ensuring compliance with the SEBI Regulations and other stipulated requirements and
completion of prescribed formalities with the Stock Exchanges, RoC and SEBI.

3. Primary co-ordination with SEBI, RoC and Stock Exchanges up to bidding and coordinating
interface with lawyers for agreements.

4, Assist the company in appointment of the Registrars to the Issue, Bankers to the Issue and other
intermediaries viz., printers and advertising agency, etc.

5. Primary co-ordination of drafting/proofing of the design of the Red Herring Prospectus /

Prospectus, bid forms including memorandum containing salient features of the Prospectus with
the printers. Primary coordination of the drafting and approving the statutory advertisement.

Due diligence of our Company’s operations / management / business plans / legal etc. Drafting
and design of the Draft Red Herring Prospectus / Red Herring Prospectus and statutory
advertisement including memorandum containing salient features of the Prospectus ensuring the
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.

6. Drafting and approving all publicity material other than statutory advertisement as mentioned in
(4) above including corporate advertisement, brochure, etc.
7. Marketing of the Issue, which will cover inter alia:

= Formulating marketing strategies, preparation of publicity budget,

= Finalising media & public relations strategy,

= Finalising centers for holding conferences for press and brokers etc,

= Finalising collection centers,

= Following-up on distribution of publicity and Issue material including form, prospectus and
deciding on the quantum of the Issue material,

= Preparing all road show presentations,

= Appointment of brokers to the issue, and

= Appointment of underwriters and entering into underwriting agreement.

8. Coordinating institutional investor meetings, coordinating pricing decisions and institutional

allocation in consultation with the Company

9. Finalising the Prospectus and RoC filing

10. Co-ordinating post bidding activities including management of Escrow accounts, coordinating
with registrar and dispatch of refunds to Bidders, etc.

11. Follow-up with the bankers to the issue to get quick estimates of collection and advising the
issuer about closure of the issue, based on the correct figures.

12. The Post-Issue activities for the Issue will involve essential follow up steps, which include

finalizing basis of allotment / weeding out of multiple applications, the listing of instruments and
dispatch of certificates and dematerialized delivery of shares with the various agencies connected
with the work such as the Registrars to the Issue and Bankers to the Issue and the bank handling
refund business.

The BRLM shall be responsible for ensuring that these agencies fulfill their functions and enable
it to discharge this responsibility through suitable agreements with the Company.

Brokers to the Issue

All members of the recognized Stock Exchanges would be eligible to act as Brokers to the Issue.
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Credit Rating
As this is an Issue of Equity Shares, a credit rating for this Issue is not required.
IPO Grading

This Issue has been graded by ICRA Limited, a SEBI-registered credit rating agency, vide their letter dated May 04,
2011 as “IPO Grade 17, indicating poor fundamentals. The IPO grading is assigned on a five point scale from 1 to 5
with an ‘IPO Grade 5’ indicating strong fundamentals and an ‘IPO Grade 1’ indicating poor fundamentals. Pursuant
to SEBI Regulations, the rationale/description furnished by the credit rating agency will be updated at the time of
filing the Red Herring Prospectus with the RoC. For further details of the summary of rationale for the grading
assigned by the IPO grading agency, please see Annexure 1 to this RHP. Attention is drawn to the disclaimer
appearing on first page of Annexure 1.

Trustees
As this is an Issue of Equity Shares, the appointment of Trustees is not required.
Appraisal and Monitoring Agency

The objects of the Issue have not been appraised by an independent agency. As the size of the Issue is less than
500 Crores, the appointment of Monitoring Agency is not mandatory as per Regulation 16 of the SEBI (ICDR)
Regulations, 2009.

However, as per the Clause 49 of the Listing Agreement to be entered into with the stock exchanges upon listing of
the equity shares and the Corporate Governance Requirements, the Audit Committee of our company, would be
monitoring the utilization of the proceeds of the issue.

Book Building Process

The Book Building Process, with reference to the Issue, refers to the process of collection of Bids on the basis of the
Red Herring Prospectus within the Price Band. The Issue Price is finalized after the Bid/Issue Closing Date.
The principal parties involved in the Book Building Process are:

(1) Our Company;

(2) Book Running Lead Manager, in this case being Ashika Capital Limited

(3) Syndicate Member(s) who are intermediaries registered with SEBI or registered as brokers with BSE/ NSE and
eligible to act as underwriters, in this case being Ashika Capital Limited

(4) Registrar to the Issue, in this case being Cameo Corporate Services Limited

(5) Escrow Collection Bank; and

(6) SCSBs.

This Issue is being made in terms of Regulation 26 (1) of the SEBI Regulations and through the 100% Book
Building process wherein up to 50% of the Issue shall be allocated on a proportionate basis to Qualified Institutional
Buyer (‘QIB’) Bidders, out of which 5% shall be available for allocation on a proportionate basis to Mutual Funds
only and the remaining QIB portion shall be available for allocation on proportionate basis to all QIB Bidders,
including Mutual Funds, subject to valid Bids being received from them at or above the Issue Price. Further, not less
than 15% of the Issue shall be available for allocation on a proportionate basis to Non-Institutional Bidders and not
less than 35% of the Issue shall be available for allocation on a proportionate basis to Retail Individual Bidders,
subject to valid Bids being received from them at or above the Issue Price.

In accordance with the SEBI ICDR Regulations QIBs are not allowed to withdraw their Bid(s) after the

Bid/Issue Closing Date. In addition, QIBs are now required to pay full 100% of the Bid Amount upon
submission of the Bid cum Application Form during the Bid/Issue Period and allocation to QIBs will be on a
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proportionate basis. For further details, see section “Terms of the Issue” on page 172 of this Red Herring
Prospectus.

Our Company shall comply with the SEBI ICDR Regulations and any other ancillary directions issued by SEBI for
this Issue. In this regard, we have appointed the Ashika Capital Limited as the Book Running Lead Manager to
manage the Issue and procure subscriptions to the Issue.

The process of Book Building under the SEBI ICDR Regulations is subject to change from time to time and the
investors are advised to make their own judgment about investment through this process prior to making a Bid or
application in the Issue.

Ilustration of Book Building and Price Discovery Process
(Investors should note that the following is solely for the purpose of illustration and is not specific to this Issue)

The Bidders can bid at any price within the Price Band. For instance, assume a Price Band of ¥ 60/- to I 72/- per
Equity Share, Issue size of 5,400 Equity Shares and receipt of five Bids from the Bidders. A graphical representation
of the consolidated demand and price will be made available at the websites of the BSE (www.bseindia.com) during
the Bidding/ Issue Period. The illustrative book as set forth below shows the demand for the Equity Shares of our
Company at various prices and is collated from Bids from various investors.

Bid Quantity Bid Price ) Cumulative Quantity Subscription
1,500 72 1,500 27.78%
3,000 69 4,500 83.33%
4,500 66 9,000 166.67%
6,000 63 15,000 277.78%
7,500 60 22,500 416.67%

The price discovery is a function of demand at various prices. The highest price at which our Company is able to
issue the desired quantity of Equity Shares is the price at which the book cuts off, i.e., ¥ 66 in the above example.
Our Company, in consultation with the BRLM, will finalize the Issue Price at or below such cut off price, i.e., at or
below T 66. All Bids at or above this Issue Price and cut-off Bids are valid Bids and are considered for allocation in
the respective category.

Steps to be taken by the Bidders for Bidding

1. Check eligibility for making a Bid (see section titled “Issue Procedure - Who Can Bid?” on page 181 of this
Red Herring Prospectus);

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

3. Ensure that you have mentioned your PAN (see “Issue Procedure — PAN” on page 200 of this Red Herring
Prospectus); and

4. Ensure that the Bid cum Application Form/ASBA Form is duly completed as per instructions given in this Red
Herring Prospectus and in the Bid cum Application Form/ASBA Form;

Withdrawal of the Issue

Our Company, in consultation with the BRLM, reserves the right not to proceed with the Issue anytime after the
Bid/Issue Opening Date but before the Allotment of Equity Shares. In such an event our Company would issue a
public notice in the newspapers, in which the pre-Issue advertisements were published, within two days of the Bid/
Issue Closing Date, providing reasons for not proceeding with the Issue. Our Company shall also promptly inform
the same to Stock Exchanges on which the Equity Shares are proposed to be listed.

If the Company withdraws the Issue after the Bid/Issue Closing Date and thereafter determines that it shall proceed
with an initial public offering of its Equity Shares, it shall file a fresh draft red herring prospectus with the SEBI.
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Notwithstanding the foregoing, the Issue is also subject to obtaining the final listing and trading approvals of the
Stock Exchanges, which our Company shall apply for after Allotment and the final RoC approval of the Prospectus
after it is filed with the RoC.

Bid/Issue Program
Bid/lssue Period

BID/ISSUE OPENS ON : May [e], 2011
BID/ISSUE CLOSES ON : May [e], 2011

Bids and any revision in Bids shall be accepted only between 10.00 a.m. and 5.00 p.m. (Indian Standard Time)
during the Bid/Issue Period as mentioned above at the Bidding Centres mentioned on the Bid cum Application Form
or, in case of Bids submitted through ASBA, the Designated Branches of the SCSBs except that on the Bid/Issue
Closing Date, Bids shall be accepted only between 10.00 a.m. and 3.00 p.m. (Indian Standard Time) and
uploaded until (i) 4.00 p.m. in case of Bids by QIB Bidders, Non-Institutional Bidders where the Bid Amount is in
excess of ¥ 2,00,000 and (ii) until 5.00 p.m. in case of Bids by Retail Individual Bidders, where the Bid Amount is
up to ¥ 2,00,000 which may be extended up to such time as deemed fit by the Stock Exchanges after taking into
account the total number of applications received up to the closure of timings and reported by Book Running Lead
Manager to the Stock Exchanges within half an hour of such closure. Due to limitation of the time available for
uploading the Bids on the Bid/Issue Closing Date, the Bidders are advised to submit their Bids one day prior to the
Bid/Issue Closing Date and, in any case, no later than 3.00 p.m. (Indian Standard Time) on the Bid/Issue Closing
Date. Bidders are cautioned that in the event a large number of Bids are received on the Bid/Issue Closing Date, as is
typically experienced in public offerings in India, which may lead to some Bids not being uploaded due to lack of
sufficient time to upload, such Bids that cannot be uploaded will not be considered for allocation under this Issue.
Bids will only be accepted on Business Days, i.e. Monday to Friday (excluding any public holiday).

In case of discrepancy in the data entered in the electronic book vis-a-vis the data contained in the physical Bid
form, for a particular Bidder, the details as per physical application form of that Bidder may be taken as the final
data for the purpose of Allotment. In case of discrepancy in the data entered in the electronic book vis-a-vis the data
contained in the physical or electronic ASBA/ Bid cum Application Form, for a particular ASBA Bidder, the
Registrar to the Issue shall ask the relevant SCSB for rectified data.

On the Bid/Issue Closing Date, extension of time may be granted by the Stock Exchanges only for uploading the
Bids received by Retail Individual Bidders after taking into account the total number of Bids received up to the
closure of timings for acceptance of Bid cum Application Forms and ASBA Form as stated herein and reported by
the Book Running Lead Manager to the Stock Exchange within half an hour of such closure.

The Price Bane will be decided by us in consultation with the BRLM. The announcement of the Price Band shall
also be made available in the websites of the BRLM and at the terminals of the member(s) of the Syndicate.

Investors please note that as per letter no. List/smd/sm/2006 dated July 3, 2006 issued by BSE, bids and any
revision in Bids shall not be accepted on Saturdays and holidays as declared by the Exchanges.

Our Company, in consultation with the BRLM, reserves the right to revise the Price Band during the Bidding/ Issue
Period, provided that the Cap Price shall be less than or equal to 120% of the Floor Price and the Floor Price shall
not be less than the face value of the Equity Shares. The revision in Price Band shall not exceed 20% on the either
side i.e. the floor price can move up or down to the extent of 20% of the floor price disclosed at least two working
days prior to the Bid/ Issue Opening Date and the Cap Price will be revised accordingly.

In case of revision in the Price Band, the Bidding Period will be extended for three additional Working Days
after revision of Price Band subject to the Bidding Period not exceeding 10 Working Days. Any revision in
the Price Band and the revised Bidding Period, if applicable, will be widely disseminated by notification to
the SCSBs and the Stock Exchanges, by issuing a press release, and also by indicating the change on the
website of the Book Running Lead Manager and at the terminals of the Syndicate Members.
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Underwriting Agreement

After the determination of the Issue Price and allocation of the Equity Shares, but prior to the filing of the
Prospectus with the RoC, our Company will enter into an Underwriting Agreement with the Underwriters for the
Equity Shares proposed to be offered through the Issue. It is proposed that pursuant to the terms of the Underwriting
Agreement, the BRLM shall be responsible for bringing in the amount devolved in the event that their respective
Syndicate Members do not fulfil their underwriting obligations. The underwriting shall be to the extent of the Bids
uploaded by the Underwriters including through its Syndicate/Sub Syndicate. The Underwriting Agreement is dated
[e]. Pursuant to the terms of the Underwriting Agreement, the obligations of the Underwriters are several and are
subject to certain conditions 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 completed before filing of the Prospectus with the RoC.)

Indicated Number of Equity | Amount Underwritten

Name and Address of the Underwriters Shares to be Underwritten e )

Ashika Capital Limited
1008, 10™ Floor, Raheja Centre, [o] [o]
214, Nariman Point, Mumbai — 400 021.

The above-mentioned amount is indicative and would be finalized after determination of Issue Price and finalisation
of ‘Basis of Allocation’.

The Board of Directors of the Company based on certificates of the Underwriters declares that the resources of all
the above mentioned 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. Our Board, at its meeting held on [e], has accepted and entered into the Underwriting Agreement mentioned
above on behalf of our Company.

Allocation among Underwriters may not necessarily be in proportion to their underwriting commitments.
Notwithstanding the above table, the BRLM and the Syndicate Members shall be responsible for ensuring payment
with respect to Equity Shares allocated to investors procured by them. In the event of any default in payment, 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 in accordance with the Underwriting Agreement.

The underwriting agreements mentioned above shall not apply to the subscriptions by the ASBA bidders in this
offer.
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CAPITAL STRUCTURE

The share capital of our Company, as of the date of this Red Herring Prospectus, is set forth below:

Particulars

Aggregate Value
Nominal Value

®

Aggregate
Value at Issue
Price })

A) AUTHORISED CAPITAL

2,00,00,000 Equity Shares of T 10/- each

20,00,00,000

B) ISSUED SUBSCRIBED AND PAID-UP CAPITAL
1,00,35,164 Equity Shares of ¥ 10/- each

10,03,51,640

C) PRESENT ISSUE IN TERMS OF THIS RED

HERRING PROSPECTUS

[¢] Equity Shares of ¥ 10/- each *

[e]

25,75,00,000

Of which:#

i. QIB portion upto 50% of the Issue i.c. [®] equity

shares of ¥ 10/- each

ii. Non Institutional Portion not less than 15% of the

[e]

12,87,50,000

3,86,25,000

Issue i.e [®] equity shares of T10/- each
iii. Retail portion of not less than 35% of the Issue i.e. [®]
equity shares of T10/- each

9,01,25,000

D) PAID-UP EQUITY CAPITAL AFTER THE ISSUE
[¢] Equity Shares of ¥ 10/- each

]

[e]

E) SHARE PREMIUM ACCOUNT
Before the Issue
After the Issue

6,98,81,680

[

*The Issue has been authorized by a resolution of our Board dated January 04, 2010 and by a special resolution
passed pursuant to section 81(1A) of the Companies Act, at the EGM of the shareholders of our Company held on
February 03, 2010.

#Under subscription, if any, in any of the categories, would be allowed to be met with spill over from any of the
other category or combination of categories at the sole discretion of our Company, in consultation with the BRLM

and the designated Stock Exchange(s).

Changes in the Authorised Capital

Our Company was incorporated on December 2, 1991 with an initial Authorised Capital of 310,000 divided into

1,000 Equity shares of ¥ 10/- each. The subsequent changes are stated below:

Date qf Increased from Increased to AGM/EGM
Resolution
% 10,000 divided into 1,000 Equity $20,00,000 divided into 2,00,000
24.10.1994 Shares of ¥ 10/- each Equity Shares of ¥ 10/- each AGM
< 20,00,000 divided into 2,00,000 < 50,00,000 divided into 5,00,000
05.04.2004 Equity Shares of ¥ 10/- each Equity Shares of ¥ 10/- each EGM
.. . ¥ 3,00,00,000 divided into
05.05.2004 | 3 0-00,000 divided into 5,00,000 30,00,000 Equity Shares ofZ 10/~ | EGM
Equity Shares of ¥ 10/- each cach
.. . 3 5,00,00,000 divided into
12.03.2007 | 33-00,00,000 divided into 30,00,000 | 55 6 600 Equity Shares of T 10/- EGM
Equity Shares of ¥ 10/- each cach
.. . <20,00,00,000 divided into
25.11.2000 | I 3:00:00,000 divided into 50,00,000 | 5 7’000 Equity Shares of Z EGM
Equity Shares of T 10/- each 10/- cach
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Notes to the Capital Structure

1. Share Capital History of Our Company

Cumulative

. F I lati lati
No. of ace ssue Conside Reasons for No. of Cumulative Cumulative

Equity Value | Price Share Share

Shares 9] ® ration Allotment ISEI?::?; Capital @ Premium %)

Date of
Allotment

Subscription to
05.12.1991 20 10 10 Cash the 20 200 Nil
Memorandum

Further
Allotment to
Promoters,
Promoter
Group and
Non-Promoters

10.11.1994 1,35,700 10 10 Cash 1,35,720 13,57,200 Nil

Further
Allotment to
24.12.1994 19,140 10 10 Cash Promoters, 1,54,860 15,48,600 Nil
Promoter

Group

04.10.1995 30,972 10 .| Bonus f}:ﬁ:;éf‘f‘ﬁ s

1,85,832 18,58,320 Nil
Issue

Further
31.05.2004 25,00,000 10 25@ Cash Allotment to 26,85,832 2,68,58,320 3,75,00,000
Non-Promoters

Further
07.06.2004 2,75,000 10 25 Cash Allotment to 29,60,832 2,96,08,320 4,16,25,000
Non-Promoters

Further
14.12.2004 28,750 10 40 Cash Allotment to 29,89,582 2,98,95,820 4,24,87,500
Non-Promoters

Further
28.03.2007 16,73,000 10 | S0@@ Cash Allotment to 46,62,582 4,66,25,820 10,94,07,500
Non-Promoters

26.12.2009 46,62,582 10 .| Bonus f}:ﬁ:;éf‘f‘ﬁ B

93,25,164 9,32,51,640 6,27,81,680
Issue

Further
30.12.2009 3,55,000 10 40 Cash Allotment to 96,80,164 9,68,01,640 7,34,31,680
Non-Promoters

Bonus Issue in
Bonus

20.01.2010 3,55,000 10 | Issue® the ratio of 1 1,00,35,164 | 10,03,51,640 6,98,81,680
1#

Dpursuant to AGM held on 25.09.1995, our company has issued 30,972 Bonus Shares in the ratio of 1 equity share
for every 5 equity shares held to all the Shareholders, by capitalization of the surplus in the profit & loss account.

@ pyrsuant to Shareholders’ approval at EGM held on 24.12.2009, our company has issued 46,62,582 Bonus Shares
in the ratio of 1 equity share for every 1 equity share held to all the Shareholders, by way of capitalization of Share
Premium Account.

®) Pursuant to Shareholders’ approval at EGM held on 24.12.2009, our company has issued 3,55,000 Bonus Shares
in the ratio of 1 equity share for every 1 equity share held to the shareholders, who have been allotted the shares on
30.12.2009, by way of capitalization of Share Premium Account.

43




#lssued pursuant to the Shareholders Resolution passed in the EGM held on 24.12.2009, wher the shareholders
accorded their consent to the Board of Directors to issue bonus shares in the ratio of 1:1 even to those shareholders
who had applied for 3,55,000 equity shares, but not allotted till the date of the EGM and would be the shareholder on
the record date to be fixed by the Board of Directors for the issue of bonus shares.

@ Out of ¥ 25/- per share (on Application -¥ 20/- & on call - ¥5/-) as on 31.03.2005, the call-money @ ¥ 5/- was
pending on 16,70,000 equity shares aggregating to ¥ 83.50 Lacs. The said amount was received during the F.Y. 2005-
06 - ¥ 30.70 Lacs (6,14,000 equity shares @ < 5/- per share) and the F.Y. 2009-10-% 52.80 Lakhs (10,56,000 equity
shares @ % 5/- per share).

@@ We had received an amount of ¥ 12.75 Lacs (X 2.75 Lacs during the F.Y.2004-05 &. ¥ 10.00 Lacs during the
F.Y. 2005-06) towards the Share Application Money and the same was adjusted against allotment of shares.

2. Equity Shares allotted for consideration other than cash:

Number of Face Issue

Aﬂ(?:fnzfl " Equity Value | Price Nature of Allotment lisliflt:tcsoiiczrd
Shares ® ® pany
04.10.1995 30,972 10 ) Bonus Issue in the ratio of 1 equity Nil

share for every 5 equity shares held*

Bonus Issue in the ratio of 1 equity .
26.12.2009 46,62,582 10 i share for every 1 equity share held# Nil

Bonus Issue in the ratio of 1 equity .
20.01.2010 3,335,000 10 ) share for every | equity share held## Nil

“Pursuant to AGM held on 25.09.1995, our company has issued 30,972 Bonus Shares in the ratio of 1 equity
share for every 5 equity shares held to all the Shareholders, by capitalization of the surplus in the profit & loss
account.

*Pursuant to EGM held on 24.12.2009, our company has issued 46,62,582 Bonus Shares in the ratio of 1 equity
share for every 1 equity share held to all the Shareholders, by way of capitalization of Share Premium Account.
* Pursuant to EGM held on 24.12.2009, our company has issued 3,55,000 Bonus Shares in the ratio of 1 equity
share for every 1 equity share held to the shareholders, who have been allotted the shares on 30.12.2009, by
way of capitalization of Share Premium Account.

3. No Equity Shares have been issued pursuant to any scheme approved under sections 391 to 394 of the
Companies Act, 1956.

4.  Our Company has not revalued its assets since inception.

5. Our Company has allotted Equity Shares during preceding one year from the date of the DRHP which
may be lower than the Issue Price and the details of the allotment are as under:

Number of Face Issue
Equity Value Price Nature of Allotment

Shares ® ®
1. |26.122009 " | 46, 62,582 10 -

Sr. Date of
No. Allotment

Bonus Issue in the ratio of 1 equity
share for every | equity share held

2. |30.12.2009 @ 3, 55,000 10 40 | Further Allotment to Others

Bonus Issue in the ratio of 1 equity
share for every 1 equity share held to
the shareholders, who have been
allotted the shares on 30.12.2009

3. {20.01.2010 @ 3, 55,000 10 -
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(1) Following members were allotted equity shares of our Company pursuant to Bonus Issue:

No of Shares
Sr. No. | Name of the Shareholder Category Alloted

1. Sangeeta Manoj Jain Promoter 11,46,132
2. Manoj Kumar Jain Promoter 30,84,050
3. Aiit Kumar Jain Promoter 50,000
4. Sushma Ajit Jain Promoter Group 50,000
5. Vaibhav Manoj Jain Promoter Group 20,000
6. Varun Manoj Jain Promoter Group 312,400

TOTAL 46,62,582

(2) Following members were allotted equity shares of our Company pursuant to Further Allotment:

No of Shares
Sr. No. Name of the Shareholder Category Alloted

1. Neha Nandlal Agrawal Non-Promoter 1,00,000
2. Bharatbhai Ratilal Shah Non-Promoter 20,000
3. Kaushikbhai Babulal Kansara Non-Promoter 37,500
4, Hitesh Surendra Loonia Non-Promoter 2,500
5. Harshvadan R. Shah Non-Promoter 10,000
6. Harsha Rajesh Jhaveri Non-Promoter 75,000
7. Vicky R Jhaveri Non-Promoter 80,000
8. Rajashri Rajkumar Shah Non-Promoter 12,500
9. Tanuja Ashish Rathod Non-Promoter 5,000
10. Manoj Chhaganlal Rathod Non-Promoter 12,500

TOTAL 3,55,000

(3) Following members were allotted equity shares of our Company pursuant to Bonus Issue:

No of Shares
Sr. No. Name of the Shareholder Category Alloted

1. Neha Nandlal Agrawal Non-Promoter 1,00,000
2. Bharatbhai Ratilal Shah Non-Promoter 20,000
3. Kaushikbhai Babulal Kansara Non-Promoter 37,500
4. Hitesh Surendra Loonia Non-Promoter 2,500
5. Harshvadan R. Shah Non-Promoter 10,000
6. Harsha Rajesh Jhaveri Non-Promoter 75,000
7. Vicky R Jhaveri Non-Promoter 80,000
8. Rajashri Rajkumar Shah Non-Promoter 12,500
9. Tanuja Ashish Rathod Non-Promoter 5,000
10. Manoj Chhaganlal Rathod Non-Promoter 12,500

TOTAL 3,55,000

6. Our Company does not have any Employee Stock Option Scheme /Employee Stock Purchase Plan for our
employees and we do not intend to allot any shares to our employees under Employee Stock Option Scheme /
Employee Stock Purchase Plan from the proposed issue. As and when, options are granted to our employees
under the Employee Stock Option Scheme, our Company shall comply with the SEBI (Employee Stock Option
Scheme and Employees Stock Purchase Plan) Guidelines 1999.

7. We presently do not intend or propose to alter our capital structure for a period of six months from the Bid/
Issue Opening Date, 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. Additionally, if we enter into acquisitions or joint ventures, we may,
subject to necessary approvals, consider using our Equity Shares as currency for acquisitions or participation in
such joint ventures. We may enter into and/or we may raise additional capital to fund accelerated growth,
subject to the compliance with the relevant regulations etc.
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8. Promoter shareholding Build-up

The Equity shares held by the Promoters were allotted / acquired in the following manner:

Date on which

Equity Shares % of % of
were UL Face Issue/ Pre- Post- .
allotted/tran Of- Value | Transfer Na.ture of Reason for Allotment / Issue Issue Lock-in
sferred and Equity @ | Price ® Consideration Transfer paidip || pasdtap (years)
made fully Shares capital capital
paid-up
Mr. Ajit Kumar Jain (A
10.11.1994 17,200 10 10 Cash Allotment 0.17 [o] [o]
04.10.1995 3,440 10 - | Bonus (1:5) Bonus Issue 0.04 [e] [o]
Cash Transfer to Pantime Finance
06.05.2002 (20,640) 10 10 Company Pvt. Lid. 0.21 [e] [o]
Cash Transfer from Aamit Fin-
12.12.2007 50,000 10 1 Trade Limited 0.50 [e] [o]
26.12.2009 50,000 10 - | Bonus(1:1) Bonus Issue 0.50 [e] [o]
Sub Total (A) 1,00,000
Mr. Manoj Kumar Jain (B)
10.11.1994 6,500 10 10 Cash Allotment 0.07 [o] [o]
04.10.1995 1,300 10 - | Bonus (1:5) Bonus Issue 0.01 [o] [o]
Cash Transfer to Pantime Finance
06.05.2002 (7,800) 10 10 Company Pvt. Ltd. 0.08 [o] [o]
Cash Transfer from Softouch
09.11.2006 5,00,000 10 2 Cosmetics (Marketing) Pvt. 4.98 [e] [e]
Ltd.
04.10.2007 2,00,000 | 10 I Cash Transfer from Innovision E- | g [o] [o]
Commerce Limited
Cash Transfer from Sakira
Finance Pvt. Ltd. -38,000
shares , Samrajya Agro
12.12.2007 1,26,000 10 1 Farm Pvt. Ltd- 48,000 1.26 [e] [o]
shares and Rishabh
Finstock and Consultancy
Pvt. Ltd. - 40,000 shares
Cash Transfer from Manoj
20.12.2008 22,58,050 10 1 Kumar Jain (HUF) ) 22.50 [e] [o]
26.12.2009 30,84,050 10 - | Bonus (1:1) Bonus Issue 30.73 [o] [o]
Sub Total (B) 61,68,100 [o]
Mrs. Sangeeta Jain (C)
Cash Subscribers to
05.12.1991 10 10 10 Memorandum - [o] [o]
10.11.1994 31,500 10 10 Cash Allotment 0.31 [o] [o]
04.10.1995 6,302 10 - | Bonus(1:5) Bonus Issue 0.06 [e] [o]
Cash Transfer to Pantime Finance
06.05.2002 (37,812) 10 10 Company Pvt. Ltd. 0.37 [e] [o]
Transfer from Eternal Steels
10.03.2004 1,53,720 10 14 Cash Pvi. Ltd. 1.53 [e] [o]
Shri Bhajanlal Jain-15,900
10.03.2004 29712 | 10 10 Cash shares, Master Namit Jain- | 5, [o] [o]

13,800 shares and Smit.
Salini Jain-12 shares
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Transfer from Softouch
09.11.2006 5,00,000 10 2 Cash Cosmetics (Marketing) Pvt. 4.98 [e] [o]
Ltd.
Transfer from Maars
04.10.2007 3,46,700 10 1 Cash Software International Ltd. 3.46 [o] [*]
Transfer from TPL Finance
Ltd. - 66,000 shares and
12.12.2007 1,16,000 10 1 Cash Vohera Securities Pvt. Lid. 1.15 [o] [o]
- 50,000 shares
26.12.2009 11,46,132 10 - | Bonus(1:1) Bonus Issue 11.42 [e] [o]
Sub Total (C) 22,92,264 [o] [o]
Grand Total
(A+B+C) 85,60,364 85.30 [e]

None of the Equity Shares held by our promoters have been pledged with any scheduled commercial
bank or public financial institution as collateral security for loan granted by such bank or institution, or
creditor/lender.

9. During the past six months, there are no transactions in our Equity Shares, which have been purchased/(sold) by
our Promoters, their relatives and associates, persons in promoter group (as defined under sub-clause (zb) sub-
regulation (1) Regulation 2 of the SEBI (ICDR) Regulations, 2009) or the Directors of the Company.

10. There are no financing arrangements, directly or indirectly, whereby the Promoters, their relatives, their group
companies or associates, Promoter Group, the Directors of our Company who are the Promoters of our
Company, the Directors of our Company and their relatives have financed the purchase of Equity Shares of our
company by any other person during the period of six months immediately preceding the date of this Red
Herring Prospectus.

11. Promoters’ Contribution and locked-in for three years:

Pursuant to SEBI Regulations, an aggregate of 20% of the post-issue shareholding of Promoters shall be locked-
in for a period of three years. The details of such lock-in are given below:
Date on which
M o, o,
Equity Shares Number % of % of
were Face Issue/ Reason for Pre- Post- .
of Nature of Lock-in
allotted/tran Equit Value | Transfer Consideration Allotment / Issue Issue e —
sferred and quity ®) | Price® Transfer paid-p | paid-up y
Shares . .
made fully capital capital
paid-up
Mr. Ajit Kumar Jain (A)
[¢] [¢] [o] [¢] [o] [o] [¢] [¢] [e]
Sub Total (A) [] [o] [o] [e]
Mr. Manoj Kumar Jain (B)
[¢] [¢] [¢] [¢] [¢] [¢] [¢] [¢] [*]
Sub Total (B) [o] [o] [o] [o]
Mrs. Sangeeta Jain (C)
[¢] [¢] [¢] [¢] [¢] [¢] [¢] [¢] [e]
Sub Total (C) [o] [o] [o] [*]
Grand Total
(A+B+C) [e] [o] [] 20.00

20% of the Post-Issue Paid-up Equity Share Capital, as determined after the book-building process, would be
locked-in for a period of three years from the date of allotment and the balance Pre-Issue Paid-up Equity Share
Capital would be locked-in for a period of one year from the date of allotment. The lock-in period shall be
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12.

13.

reckoned from the date of allotment of Equity Shares in the present Issue. These securities will not be disposed /
sold / transferred by the Promoters during the period starting from the date of filing the Herring Prospectus with
SEBI till the date of commencement of lock in period as stated in the Red Herring Prospectus.

# In this Issue since the issue size of ¥ 2575.00 Lacs is fixed, the number of Equity Shares to be allotted under
the Issue would be determined after the determination of issue price after the completion of book building
process. Currently, the post issue capital is not determined and hence we are unable to determine the % of post
issue capital. Further, the number of Equity Shares of Promoters to be locked in for 3 years (i.e. 20% of post
issue capital) and one year shall be determined once post issue capital is known. Accordingly, we have
disclosed all the shares which are eligible for three years lock-in and the exact lock-in period will be disclosed
after the determination of post issue capital of our Company.

Note: The Equity Shares that are being locked-in are eligible for computation of Promoter’s contribution
under Regulation 33(1) of the SEBI (ICDR) Regulations and are being locked-in under Regulation 36 of
the SEBI (ICDR) Regulations.

Our Promoters have, by a written undertaking dated May 31*, 2010, given consent to include such number of
Equity Shares held by them, as may constitute 20% of post-issue equity share capital of our Company, as
determined after the book-building process, to be considered towards Promoters’ contribution and locked-in for
a period of three years from the date of Allotment (‘Promoters’ Contribution’).

The Promoters have pursuant to their undertaking dated May 31st, 2010, agreed not to sell or transfer or pledge
or otherwise dispose of in any manner, the Equity Shares forming part of the Promoters’ Contribution from the
date of filing of this Red Herring Prospectus until the commencement of the lock-in period specified above.

The Promoters’ Contribution has been brought in to the extent of not less than the specified minimum amount
and from persons defined as promoters under the SEBI Regulations. All Equity Shares which are to be locked-
in as Promoters’ Contribution are eligible for computation of promoters’ contribution in accordance with the
SEBI Regulations. In relation to this, we confirm:

The Equity Shares to be considered as the Promoters’ Contribution:

a) have not been acquired for consideration other than cash and revaluation of assets or capitalization of
intangible assets and have not been issued against shares, which are otherwise ineligible for promoters’
contribution;

b) are not resulting from a bonus issue, out of revaluation of reserves or reserves created without accrual of
cash resources or against equity shares which are otherwise ineligible for computation of promoters’
contribution;

c) are not subject to any pledge or any other encumbrance; and

d) are not arising out of securities acquired during the preceding year, at a price lower than the Issue Price

e) have not been made by private placement made by solicitation of subscription from unrelated persons either
directly or indirectly through an intermediary.

f) Are not issued to our Promoters on conversion of partnership firms into limited company.

g) Have been brought in to the extent of not less than the specified minimum lot and from persons defined as
promoters under SEBI (ICDR) Regulations, 2009.

h) Equity Shares for which specific written consent has not been obtained from the respective shareholders for
inclusion of their subscription in the minimum Promoter’s contribution subject to lock-in.

As per the SEBI Regulations, the Equity Shares towards the Promoters’ Contribution during the lock-in period
can be pledged only with scheduled commercial banks or public financial institutions as collateral security for
loans granted by and the pledge of the Equity Shares is one of the terms of the sanction of such loans. Further
such a loan should have been granted for the purpose of financing one or more of the objectives of this Issue.
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14.

15.

16.

17.

History of the Equity Shares held by the Promoter Group:

The Equity shares held by the Promoter Group were allotted / acquired in the following manner:

Issue/
et o Nature of Numb?r 160 Transfer Reason for Allotment /
Allotment / . . of Equity | Value .
Transfer Consideration Shares ® Price per Transfer
Share )
Mr. Varun Jain
10.11.1994 Cash 2,000 10 10 Allotment
04.10.1995 Bonus (1:5) 4,00 10 - Bonus Issue
Cash Transfer from Akshar Elecmech
Network Pvt. Ltd. (presently
known as Haryana Pulp & Paper
04.10.2007 2,60,000 | 10 U | “Traders Private Ltd.)l,g0,000p
shares and Dukaas Fabrics Pvt.
Ltd .- 1,30,000 shares
12.12.2007 Cash 50,000 10 1 Transfer from Kajal Agro Farms
Pvt. Ltd.
26.12.2009 Bonus (1:1) 3,12,400 10 - Bonus Issue
Sub Total | 6,24,800
Mrs. Sushma Jain
Cash Transfer from Data Innovation
12.12.2007 50,000 10 1 (India) Pvt. Ltd.
26.12.2009 Bonus (1:1) 50,000 10 - Bonus Issue
Sub Total | 1,00,000
Mr. Vaibhav Jain
12.12.2007 Cash 20,000 10 1 I”l}znsfer from Eagle Travels
26.12.2009 Bonus (1:1) 20,000 10 - Bonus Issue
Sub Total 40,000
Grand Total | 7,64,800

None of the equity shares of the Promoter Group are pledged with scheduled commercial banks and public
financial institutions.

In addition to the Equity Shares proposed to be locked-in as part of the Promoters’ Contribution as stated above,
the entire pre-Issue equity share capital of the Company consisting of [®] Equity Shares will be locked-in for a
period of one year from the date of Allotment in the Issue.

The Equity Shares held by persons other than the Promoters, prior to the Issue, which are locked-in for a period
one year from the date of Allotment as mentioned above may be transferred to any other person holding the
Equity Shares which are similarly locked-in for one year, subject to continuation of the lock-in in the hands of
transferees for the remaining period and compliance with the Takeover Code, as applicable.

Further, pursuant to Regulation 40 of the SEBI Regulations, the equity Shares held by the Promoters, which are
locked-in as per the Regulation 36 may be transferred to and amongst the Promoters/Promoter Group or to a
new Promoter or persons in control of our Company, subject to continuation of lock-in in the hands of the
transferees for the remaining period and compliance with the SEBI (Substantial Acquisition of Shares and
Takeovers) Regulations, 1997, as applicable.

Furthermore, the Equity Shares subject to lock-in will be transferable, subject to compliance with the SEBI
Regulations, including the provisions for lock-in, as amended from time to time.
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18. There is no transaction of purchase and sale of securities by our Promoters, their relatives and associates or the
Promoter Group (as defined under sub-clause (zb) sub-regulation(l), Regulation 2 of the SEBI (ICDR)
Regulations, 2009) or the Directors of the Company, during a period of six months preceding the date of this
RHP.

19. The Pre-Issue & Post-Issue shareholding pattern of our Promoter & Promoter Group is as under:

Pre-Issue Post-Issue

Particulars No. of % No. of %
Shares Holding Shares Holding

Sr.
No.

a. Promoter

Mr. Ajit Kumar Jain 1,00,000 1.00 1,00,000 [®]

Mr. Manoj Kumar Jain 61,68,100 6147 |  61,68,100 [o]

Mrs Sangeeta Jain 22,92,264 22.84 22,92,264 [e]

b. | Immediate Relatives of the Promoter

Mr. Varun Jain 6,24,800 6.23 6,24,800 [o]

Mrs, Sushma Jain 1,00,000 1.00 1,00,000 [®]

Mr. Vaibhav Jain 40,000 0.40 40,000 [eo]

¢. | Companies in which 10% or more of the share
capital is held by the Promoter / an immediate
relative of the Promoter / a firm or HUF in -- -- -- --
which the Promoter or any one or more of their
immediate relatives is a member

Companies in which Company mentioned in c.
above holds 10% or more of the share capital

HUF or firm in which the aggregate share of the
Promoter and his immediate relatives is equal to -- -- =" ="
or more than 10% of the total

f. | All persons whose shareholding is aggregated
for the purpose of disclosing in the prospectus as -- -- -- --
"Shareholding of the Promoter Group".

Total Promoter and Promoter Group

Holding 93,25,164 92.93 93,25,164 [®]

50



20. The Pre-Issue & Post-Issue shareholding pattern of our Company is as under:

Category of shareholders

No. of
shareholders

Pre Issue

Post Issue

Number of
Shares

%

Number of
Shares

%

A. Shareholding of Promoter and Promoter
Group

1.Indian

Individuals/ Hindu Undivided Family

93,25,164

93,25,164

Central Government/ State Government(s)

Bodies Corporate

Financial Institutions/ Banks

Any Others

Sub Total(A)(1)

93,25,164

93,25,164

2. Foreign

Individuals
Individuals)

(Non-Residents  Individuals/Foreign

Bodies Corporate

Institutions

Any Others(Specify)

Sub Total(A)(2)

Total Shareholding of Promoter and Promoter
Group (A)= (A)(MD+A)(2)

93,25,164

93,25,164

B. Public shareholding

1. Institutions

Mutual Funds/ UTI

Financial Institutions ' Banks

Central Government/ State Government(s)

Venture Capital Funds

Insurance Companies

Foreign Institutional Investors

Foreign Venture Capital Investors

Any Other (specify)

Sub-Total (B)(1)

2. Non-institutions

Bodies Corporate

Individuals

i. Individual shareholders holding nominal share
capital up to Rs 1 Lac

13

1,05,000

1.04

ii. Individual shareholders holding nominal share

capital in excess of T 1 Lac.

16

6,05,000

6.03

Any Other (specify)

Public Issue

Sub-Total (B)(2)

29

7,10,000

7.07

Total Public Shareholding (B)=(B)(1)+(B)(2)

7,10,000

7.07

TOTAL (A)+(B)

1,00,35,164

100.00

Shares held by custodians and against which
Depository Receipts have been issued (C)

GRAND TOTAL (A)+(B)+HC)

35

1,00,35,164

100.00
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21. Top Ten Shareholders

The particulars of top ten shareholders of the Company and the number of Equity Shares held by them are as

under:

i)

Top ten shareholders as on the date of filing of this RHP

Sr. No Name of the Shareholder No. of shares %

1. Mr. Manoj Jain 61,68,100 61.46
2. Mrs. Sangeeta Jain 22,92,264 22.84
3. Mr. Varun Jain 6,24,800 6.23
4. Ms. Neha Agrawal 2,00,000 1.99
5. Mr. Ajit Jain 1,00,000 1.00
6. Mrs. Sushma Jain 1,00,000 1.00
7. Mr. Kaushikbhai Kansara 75,000 0.75
8. Mr. Vaibhav Jain 40,000 0.40
9. Mr. Bharatbhai Shah 40,000 0.40
10. | Mr. Deepak Mehta 40,000 0.40
11. | Mr. Roshan Sanghvi 30,000 0.30
12. | Mr. Satish Mehta 30,000 0.30
13. | Mr. Manoj Rathod 25,000 0.25
14. | Mrs. Rajashri Shah 25,000 0.25
15. | Mr. Harshvadan Shah 20,000 0.20
16. | Mr. Amrutlal Mehta 20,000 0.20
17. | Mr. Manish Sanghvi 20,000 0.20
18. | Mr. Poonamchand Sanghvi 20,000 0.20

Total 98,70,164 98.37

ii) Top ten shareholders as on 10 days prior to the date of filing of this RHP
Sr. No Name of the Shareholder No. of shares %

1. Mr. Manoj Jain 61,68,100 61.46
2. Mrs. Sangeeta Jain 22,92,264 22.84
3. Mr. Varun Jain 6,24,800 6.23
4, Ms. Neha Agrawal 2,00,000 1.99
5. Mr. Ajit Jain 1,00,000 1.00
6. Mrs. Sushma Jain 1,00,000 1.00
7. Mr. Kaushikbhai Kansara 75,000 0.75
8. Mr. Vaibhav Jain 40,000 0.40
9. Mr. Bharatbhai Shah 40,000 0.40
10. | Mr. Deepak Mehta 40,000 0.40
11. | Mr. Roshan Sanghvi 30,000 0.30
12. | Mr. Satish Mehta 30,000 0.30
13. | Mr. Manoj Rathod 25,000 0.25
14. | Mrs. Rajashri Shah 25,000 0.25
15. | Mr. Harshvadan Shah 20,000 0.20
16. | Mr. Amrutlal Mehta 20,000 0.20
17. | Mr. Manish Sanghvi 20,000 0.20
18. | Mr. Poonamchand Sanghvi 20,000 0.20

Total 98,70,164 98.37
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22.

23.

24,

25.

26.

27.

28.

29.

30.

iii) Top shareholders as on two years prior to the date of filing of this RHP

Sr. No Name of the Shareholder No. of shares %

1. Mr. Manoj Kumar Jain 30,84,050 66.14
2. Mrs. Sangeeta Jain 11,46,132 24.58
3. Mr. Varun Jain 3,12,400 6.70
4. Mr. Ajit Jain 50,000 1.07
5. Mrs. Sushma Jain 50,000 1.07
6. Mr. Vaibhav Jain 20,000 0.43

Total 46,62,582 100.00

Our Company, our Promoters, our Directors, our Promoter Group and the Book Running Lead Manager have
not entered into any buy-back and/or standby arrangements for the purchase of Equity Shares from any person.

An oversubscription to the extent of 10% of the Issue can be retained for the purposes of rounding off to the
minimum allotment lot and multiple of one share thereafter, while finalizing the Basis of Allotment.
Consequently, the actual allotment may go up by a maximum of 10% of the Issue as a result of which, the post-
issue paid up capital after the Issue would also increase by the excess amount of allotment so made. The number
of Equity Shares proposed to be locked-in as part of the Promoters’ Contribution will be determined after
finalization of Issue Price.

Since the entire money of T [@]/- per share (¥ 10/- face value + X [®]/- premium) is being called on application,
all the successful applicants will be issued fully paid-up shares only.

The securities which are subject to lock-in shall carry the inscription “non-transferable” and the non-
transferability details shall be informed to the depositories. The details of lock-in shall be provided to the Stock
Exchanges where the shares are to be listed, before listing of the securities.

In the case of over-subscription in all categories, up to 50% of the Issue shall be available for allocation on a
proportionate basis to QIBs, of which 5% shall be available for allocation on a proportionate basis to Mutual
Funds only, and the remaining QIB Portion would be available for allocation on a proportionate basis to all QIB
Bidders, including Mutual Funds; not less than 15% of the Issue shall be available for allocation on a
proportionate basis to Non-Institutional Bidders and not less than 35% 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 any category would be allowed to be met with spill-over from any other category
or combination of categories at the discretion of our Company in consultation with the BRLM and the
Designated Stock Exchange. For further details, see page 177 of section ‘Issue Structure’ in this Red Herring
Prospectus.

Our Company has not raised any bridge loan against the proceeds of the Issue.

As of the date of this RHP, there are no outstanding financial instruments or warrants or any other right that
would entitle the existing Promoter or Shareholders, or any other person any option to receive Equity Shares
after the offering.

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 submission of the Red Herring
Prospectus with SEBI until the Equity Shares to be issued through the Prospectus are listed or application
money is refunded.
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31.

32.

33.

34.

35.

36.

37.

Our Company undertakes that at any given time, there shall be only one denomination for the Equity shares of
our Company and our Company shall comply with such accounting and disclosure norms as specified by SEBI
from time to time.

No single applicant can make an application for number of shares, which exceeds the number of shares offered,
subject to the maximum limit of investment prescribed under relevant laws applicable to each category of
investor.

The total number of members of our Company as on the date of filing RHP is 35.

Our promoters and members of the promoter group will not participate in this issue.

As on date of filing of this Red Herring Prospectus with SEBI, the entire Issued Share Capital of our Company
is fully paid-up.

We confirm that our BRLM, Ashika Capital Limited and their Associates do not hold any shares in our
company.

No payment, direct or indirect in the nature of discount, commission, allowance or otherwise shall be made
either by us or our promoters to the persons who receive allotments, if any, in this issue.
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SECTION IV - PARTICULARS OF THE ISSUE
OBJECTS OF THE ISSUE

The objects of the Issue are primarily to raise capital for the following business and operational requirements of the
company:

Modernization of our Ship Recycling Plot.

Setting up of Corporate Office at Ahmedabad.
Meeting Long-term Working Capital Requirement.
Meeting the Issue Expenses.

The main Objects Clause of Memorandum of Association of our Company enables us to undertake the existing
activities and the activities for which the funds are being raised by us through this Issue.

Requirement of Funds:

The requirement of Funds, as estimated by the management is as under:

(Tin Lacs)
gl(;' Particulars Amount | Amount
1. Modernization of our Ship Recycling Plot 558.00
2. Setting up of Corporate Office at Ahmedabad
- Office Premises 45.00
- Furniture and Fixtures 65.00 110.00
3. Long-term Working Capital Requirement 1740.20
4. Issue Expenses 184.80
TOTAL 2593.00
Means of Finance:
(<in Lacs)
S Particulars Amount
No.
1. Proceeds from Initial Public Offer 2575.00
2. Internal Accruals 18.00
TOTAL 2593.00

The entire fund requirement towards the aforesaid Objects of the Issue is proposed to be funded through the
Proceeds from the Initial Public Offer and Internal Accruals and hence no amount is proposed to be raised through
any other means of finance. Accordingly, regulation 4 (2) (g) of SEBI (ICDR) Regulations (which requires firm
arrangements of finance through verifiable means for 75% of the stated means of finance excluding the amount to be
raised through the proposed issue and through existing identifiable internal accruals) does not apply. The amount of
Reserves & Surplus of our company as on December 31, 2010 stood at ¥1290.39 Lacs.

The funds requirement and deployment thereof are based on management’s internal estimates and have not been
appraised by any bank or financial institution or any independent entity. These are based on current circumstances of
our business and are subject to change in light of a number of variables, which may not be within the control of our
management, including external circumstances, possible cost availability of working capital finance, among others.

We, in response to the competitive and dynamic nature of the industry, may have the discretion to revise our
business plan from time to time and consequently our funding requirement and deployment of funds may also
change. This may also include rescheduling, revising or cancelling the proposed expenditure and funds requirement
and increasing or decreasing expenditure for a particular object at the discretion of our management. In addition, the
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estimated dates of completion of the Objects of the Issue as described herein are based on management’s current
expectations and are subject to change due to various factors including those described above, some of which may
not be in our control.

In case of any variations in the actual utilization of funds earmarked for the objects set forth above, increased fund
requirement for a particular object may be met with by surplus funds, if any available in respect of the other object
for which the funds are being raised in the Issue, subject to applicable law, and/or our Company’s internal accruals,
and/ or the term loans/working capital loans that may be availed from the Banks/ Financial Institutions. In the event
of any shortfall in the Issue proceeds, the requirement shall be satisfied from internal accruals.

In case the Public Issue does not go as planned, our Company will make alternative arrangements like availing of
fresh loans from bank(s) and/or utilizing internal accruals.

Details of the Objects of the Issue:

1. Modernization of our Ship Recycling Plot
At present we are in the process of Ship Recycling activities, using various equipments such as Crane, Winch,
etc. at our Ship Recycling Plot. As there is an increase in the activities of the Company, our existing machinery
is not matching the requirements and the same is proving a bottleneck for our Ship Recycling activities. In the

process of modernization, we intend to acquire the machinery such as Gas Cylinders, Cranes, Winch, etc.

The details of the additional machineries which we are proposing to purchase at our Ship Recycling Plot are as

under:
(¥in Lacs)
Sr. No. Particulars Amount

1. High Pressure Seamless Gas Cylinders 200.00

2. Steel Wire Ropes 20.00

3. Crawler Crane of 35 MT (Second Hand) 65.00

4. P & H Crane of 70 MT (Second Hand) 105.00

5. Winch of 100 MT (Second Hand) 130.00

6. Contingencies 58.00

TOTAL 558.00
1. High Pressure Seamless Gas Cylinders:
(<in Lacs)
Particulars No..of Rate Per | Amount
Units unit

Thickness ;| 5.2 mm
Water Capacity : | 46.7 Ltrs (7cum)
Gas : | Oxygen Cylinders
Steel Grades : | Manganese Steel (Mn)
Filling Pressure | 150 kgf/cm.sq.
Test Pressure | 250 kgf/cm/sq.
Outsider diameter |: | 232 2500 0.80 200.00
Length ;| 1370 mm
Tare Weight : | 50-52 kgs
Internal Thread : | 28mm as per IS 3224-2002
Painting : | Black
Valve : | With valve
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2.

Steel Wire Ropes:

(<in Lacs)
. Quantity | Rate per
Particulars (Mtrs.) Metre Amount
Ungalvanised Wire Rope & 35MM [1770 N/mm2] 4000 0.005 20.00
3. Crawler Crane of 35 MT (Second Hand):
(Tin Lacs)
. .. | Age of the Machinery | Residual Life Total
Particulars Unit (Approx)) (Apnrox) Rate Cost
Crawler Crane and make TATA
320 & 35 MT with Boom 1 10 years 15 years 65.00 | 65.00
Engine and all Accessories
4. P &H Crane of 70 MT (Second Hand):
(Tin Lacs)
q .. | Age of the Machinery | Residual Life Total
Particulars Unit (Approx.) (Approx.) Rate Cost
P & H Crane 70 MT with Boom
Engine and all Accessories 1 10 years 15 years 105.00 | 105.00
5. Winch of 100 MT (Second Hand):
(<in Lacs)
q .. | Age of the Machinery | Residual Life Total
Particulars Unit (Approx.) (Approx.) Rate Cost
Winch of 100 MT Capacity with
Engine foundation plate and
Anchor with chains of 10 MT 2 10 years 15 years 65.00 | 130.00
Particulars Unit Rate Amount
Winch of 100 MT Capacity with Engine foundation
plate and Anchor with chains of 10 MT approx. 2 65.00 130.00
130.00

We have relied upon the Quotations dated 19.03.2010 obtained from Lippi Systems Limited having office at 3™
Floor, Satya Complex, Opp. IOC Petrol Pump, Nr. Ashwmegh-IV, 132Sft Ring Road, Satellite, Ahmedabad-
380015 for the supply of above Machineries. The validity of the above quotations was extended vide their letter

dated February 1, 2011 upto 31.08.2011.

We have considered the above quotation for the budgetary estimates and have not placed order for any of the
above Machineries till date.

All the above machineries are indigenous. Accordingly, there is no foreign exchange outgo and foreign
exchange fluctuation that would impact us for the same. The Machinery supplier is not related to our Company

and promoters.
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2.

3.

a.

b.

Office premises at Ahmedabad:
Office Space:

At present, we are operating from our Registered Office at Bhavnagar and Corporate Office at Ahmedabad,
both are occupied on lease / rent basis. Now, we propose to set up our own Corporate Office at Ahmedabad and
operate from the same. We have identified the premise for the proposed Office at Prahalad Nagar, Ahmedabad.

We have entered into a booking agreement with Pinnacle on 20.12.2009 for purchase of premise located at
Unit no. 808/A, Pinnacle, Corporate Road, Prahalad Nagar, Ahmedabad, ad-measuring 1549 Sq. Fts. for an
aggregate amount of Rs 45 Lacs and has paid an initial amount of ¥ 1,00,000/- on 20™ December 2009 and
%5,00,000/- on 12" June, 2010.

Furniture and Fixtures
The estimated cost of the Furniture and Fixtures (including Computer Systems and Software) to be provided

and the Furnishing work and installation to be carried at the above mentioned office space is I 65.00 Lacs, as
per the details given below:

(<in Lacs)

Sr. Particulars Amount

No

1. | Communication, Office Automations and Security Systems (Lumpsum) 20.50
Computer Systems (Servers & Workstations) with necessary Software,

2 . : 22.50
Printers, Networking, etc.

3. | Cabin units for 15 members and other Furniture & Fittings 13.00

4. | Other Misc. Office Equipments 9.00
Total 65.00

We have relied upon the quotation dated 06.04.2010 obtained from the Mrs. Komal Rao, Interior Designer
having office at 23, Summit Flats, Near Amrapalash Bunglows, Behind Fun Republic, Satellite, Amedabad-380
015, for the work relating to installation of Office Equipments and carrying out the Furnishing work. The
validity of the above quotations was extended vide their letter dated February 15, 2011 upto 31.08.2011

Long-term Working Capital Requirement

Considering the existing growth rate the net working capital requirement of our Company, as estimated based on the
internal workings of our Company, for the financial year 2010-2011 is expected to reach ¥ 3672.87 Lakhs. We are
proposing to meet our net working capital requirements to the extent of ¥ 1582.00 Lakhs, from the proceeds of the
Issue and the balance will be met from own funds at an appropriate time as per the requirement.
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Our existing and proposed Working Capital requirement and funding for the same is given hereunder:

(<in Lakhs)
December Estimates after the
Particulars 31, 2010 implementation of the
(Actual) proposed business plan
Current Assets
Inventory
a. Raw Materials* - -
b. Work In Progress* - -
c. Finished Goods
- OnPlot 183.47 1470.00
- On Sea 5722.37 4111.25
Sub — Total 5905.84 5581.25
Sundry Debtors 263.14 656.84
Cash and Bank Balance 347.39 960.00
Loans and Advances including Advance Taxes 1344.24 1063.69
Total Current Assets (A) 7860.61 8261.78
Less: Current Liabilities & Provisions (B)
a. Creditors 182.15 120.30
b. Other Current Liabilities 134.36 98.06
c. Provisions 181.94 260.54
Total Current Liabilities & Provisions (B) 498.45 478.90
Gross Working Capital (A)-(B) 7362.16 7782.88
Less: Bank Borrowings 5080.41 3620.00
Net Working Capital 2281.75 4162.88
Funding through
- Own Funds 2231.75 2422.68
- Other Borrowings 50.00 -
- Issue Proceeds - 1740.20

* As per the nature of our Business, we will not have any Raw Material and Work in Progress.

The nature of our business necessitates raising of Funds from time to time to establish the Foreign Letter of Credit to
acquire the Ships for our Ship Recycling Operations. The Working Capital is used by us (a) for providing the
Margins at the time of establishing of Foreign Letter of Credit; (b) for making payments on account of Custom
Duty, Excise Duty and other charges after arrival of Ships on our recycling plot and (c) at the time of retirement of
above Letter of Credits on due dates.

The turnover has increased in the current F.Y.2010-11 in comparison to the previous F.Y.2009-10 and as a result,
the Working Capital requirement has also increased. The above estimates/ projections are estimated by the
Management considering the growth of its current business operations and have not been appraised by any bank or
any financial institution.

Based on our past experience, the assumptions for Inventory, Debtors, Creditors, etc. for our business are disclosed
as under:

Particulars No. of Days
Inventory 56
Sundry Debtors 23
Cash and Bank Balance 42
Loans and Advances including Advance Taxes 50
Sundry Creditors for trade and expenses 16
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4.

Issue Expenses

The Issue related expenses include, among others, BRLM Fees, Underwriting & Brokerage, Printing and
Distribution Expenses, Advertisement and Marketing Expenses and Registrars Fees, Legal Advisor’s Fees,

Auditor’s Fees, etc. The estimated Issue expenses are as follows:

Sr. Amount % of % of Issue
No. (R in Lacs) Issue Expenses Size
1. | BRLM Fees, Underwriting & Brokerage [e] [e] [o]
2. | Printing & Distribution of Stationary [e] [e] [o]
3. | Advertisement and Marketing Expenses [e] [e] [e]
4. Miscellaneous Expenses (Registrars Fees,
Legal Advisor’s Fees Auditors Fees, SEBI [*] [*] [o]
Fees, Listing Fees, etc.)
TOTAL 184.80 100.00 7.18
Schedule of Implementation
Sr. .. Expected Month of Expected Month of
No. G Clt))mmencement pCompletion
1. Purchase of Machineries :
-Placement of Orders - June, 2011
-Delivery & Installation July, 2011
August, 2011
2. Setting up of Corporate Office at
Ahmedabad
a. Office Space December 2009 July, 2011
b. Furniture & Fixtures August, 2011
-Placement of Work Order -
- Delivery and Installation September, 2011 October, 2011

Deployment of Funds in the Project

We have incurred an amount of ¥ 26.09 Lacs towards the Objects of the Issue till April 30, 2011. The same has been
certified by M/s. Ashok Dhariwal & Co., Chartered Accountants vide their certificate dated April 30, 2011 and the
details are as under.

(Zin Lacs)
. Amount
Sr. No. Particulars Deployed
1. Corporate Office at Ahmedabad 6.00
2. Fees of BRLM / Registrar / Legal Advisors 16.02
3. IPO Grading Fees 1.65
4. Filing Fees of SEBI & Stock Exchange 1.92
5. Fees of Peer Review Auditors 0.50
Total 26.09
The sources of funds for the above mentioned deployment are as follows:
Sources of Funds
(¥In Lacs)
e Particulars Amount
No
1. Internal Accruals* 26.09
Total 26.09

*The excess amount deployed by us towards the objects of the issue may be recouped from the Issue Proceeds.
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Year Wise break up of Deployment of Funds

The entire proceeds of the Issue will be deployed on or before March 2012 and hence no year wise break has been
given.

Interim Use of Funds

The management, in accordance with the policies set up by the Board, will have flexibility in deploying the proceeds
received from the Issue. Pending utilization for the purposes described above, the Company intends to temporarily
invest the funds in interest or dividend bearing liquid instruments including deposits with banks and investment in
mutual funds and other financial products such as principle protected funds, derivative linked debt instruments, other
fixed and variable return instruments, listed debt instruments and rated debentures. Such investments would be in
accordance with any investment criteria approved by the Board of Directors from time to time.

Monitoring of Utilization of Funds

As our Issue size is less than 500 Crores, we have not appointed any monitoring agency to monitor the utilization of
issue proceeds, as the same is not required as per SEBI Guidelines. Our Board of Directors will monitor the
utilization of proceeds of this Issue on a regular basis.

We will disclose the utilization of the proceeds raised through this Issue under a separate head in our financial
statements clearly specifying the purpose for which such proceeds have been utilized. As per the requirements of
Clause 49 of the Listing Agreement, we will disclose to the Audit Committee the uses/applications of funds on a
quarterly basis as part of our quarterly declaration of results. Further, on an annual basis, we shall prepare a
statement of funds utilised for purposes other than those stated in this RHP and place it before the Audit Committee.
The said disclosure shall be made till such time that the full proceeds raised through the Fresh Issue have been fully
spent. The statement shall be certified by our Statutory Auditors. Further, in terms of Clause 43A of the Listing
Agreement, we will furnish to the Stock Exchanges on a quarterly basis, a statement indicating material deviations,
if any, in the use of proceeds from the Objects stated in the Red Herring Prospectus. Further, this information shall
be furnished to the Stock Exchanges along with the interim or annual financial results submitted under Clause 41 of
the Listing Agreement and be published in the newspapers simultaneously with the interim or annual financial
results, after placing it before the Audit Committee in terms of Clause 49.

No part of this Issue proceeds will be paid by us as consideration to our Promoter, Directors, key managerial
personnel or entities promoted by our Promoter, save and except in the normal course of business.
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BASIC TERMS OF THE ISSUE
Terms of the Issue

The Equity Shares being issued are subject to the provisions of the Companies Act, the Memorandum and Articles
of Association of our Company, the terms of the Draft Red Herring Prospectus, the Red Herring Prospectus and the
Prospectus, the Bid cum Application Form, the Revision Form, the Confirmation of Allocation Note and other terms
and conditions as may be incorporated in the Allotment Advices and other documents/ certificates that may be
executed in respect of the Issue. The Equity Shares shall also be subject to laws, guidelines, notifications and
regulations relating to the issue of capital and listing of securities issued from time to time by SEBI, the Government
of India, Stock Exchanges, RoC, RBI and/or other authorities, as in force on the date of the Issue and to the extent
applicable.

Authority for the Issue

The Board of Directors have, pursuant to a resolution passed at its meeting held on January 4, 2010, authorised the
Issue, subject to the approval of the shareholders of our Company under Section 81 (1A) of the Companies Act.

The Issue of Equity Shares has been authorized by a special resolution adopted pursuant to Section 81(1A) of the
Companies Act, 1956 at the Extra Ordinary General Meeting of the shareholders held on February 3, 2010.

Ranking of Equity Shares

The Equity Shares being offered shall be subject to the provisions of the Companies Act, our Memorandum and
Articles of Association and shall rank pari passu in all respects with the existing Equity Shares including in respect
of the rights to receive dividend. The allottees will be entitled to dividend, voting rights or any other corporate
benefits, if any, declared by us after the date of Allotment.

Face Value and Issue Price per Share

The Equity Shares having a face value of ¥ 10/- each are being offered in terms of this RHP at a price of X [e] per
Equity Share. At any given point of time there shall be only one denomination of the Equity Shares of our Company,
subject to applicable laws.

Terms of Payment
Applications should be for a minimum of [e] equity shares and [e] equity shares thereafter. The entire price of the

equity shares of X [e] per share (X 10/- face value + X [e] premium) is payable on application.

In case of allotment of lesser number of equity shares than the number applied, the excess amount paid on
application shall be refunded by us to the applicants.

Market Lot and Trading Lot

In terms of Section 68B of the Companies Act, the Equity Shares shall be allotted only in dematerialised form. In
terms of existing SEBI Guidelines, the trading in the Equity Shares shall only be in dematerialised form for all
investors.

Since trading of the Equity Shares will be in dematerialized mode, the tradable lot is one Equity Share. Allocation
and allotment of Equity Shares through this Offer will be done only in electronic form in multiples of 1 Equity Share
subject to a minimum allotment of [e] Equity Shares to the successful bidders.

Minimum Subscription

If we do not receive the minimum subscription of 90% of the Issue including devolvement of the members of the
Syndicate if any within 60 days from the Bid Closing Date, we shall forthwith refund the entire subscription amount
received. If there is a delay beyond 8 days after we become liable to pay the amount, we shall pay interest prescribed
under Section 73 of the Companies Act 1956.
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BASIS FOR ISSUE PRICE

The Issue Price will be determined by our Company in consultation with BRLM on the basis of assessment of
market demand for the equity shares offered by our Company by way of book building.

Investors should read the following summary with the Risk Factors starting from page 12 and the details about
Our Company and its financial statements included in this RHP on page 71 and page 121 respectively. The
trading price of the Equity Shares of Our Company could decline due to these risks and the investor may lose all
or part of his investment.

Qualitative Factors

» Promoters experience in the Industry and Business
» Strategic Location of the Unit
» IS0 9001:2008, 14001:2004 & 30000-2009 and OHSAS 18001:2007 certified company

For a detailed discussion on the qualitative factors which form the basis for computing the price, see the sections
“Business Overview” and “Risk Factors” beginning on pages 87 and 12 respectively.

Quantitative Factors

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

1) Adjusted Earning Per Share (EPS) weighted

Year ended Weight Basic EPS ) Diluted EPS )

31 March 2008 1 0.04 0.04

31% March 2009 2 0.88 0.88

31% March 2010 3 2.77 2.77
Weighted average EPS : 1.69 1.69

Nine Months ended 31°

December 2010* 2.49 2.49

* Not annualized

Notes:

1. EPS represents earnings per share calculated as per Accounting Standard 20 issued by Institute of Chartered
Accountants of India.

2. The figures which are disclosed above are based on the restated financial information of the company.

3. The weighted average number of Equity shares is the number of Equity Shares outstanding at the beginning of
the year, adjusted by the number of Equity share issued during the year multiplied by the time-weighting factor.
The time-weighting factor is number of days for which the specific shares are outstanding as a proportion of the
total number of days during the year.

2) Price Earning ratio (P/E ratio) in relation to the Issue Price of Rs [e] per share

Particulars Issue Price of X [e]

per share

e Based on 2009-2010 EPS of ¥ 2.77 T [o]

e Based on weighted average EPS of ¥ 1.69 T [o]

3) Return on Net worth
Year ended RONW (%) Weight
31 March 2008 0.23 1
31 March 2009 4.56 2
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31% March 2010 12.81 | 3
Weighted Average RONW 7.96

Nine Months ended 31st December 2010* 10.99

* Not annualized

The average return on net worth has been computed on the basis of the restated profits and loss statement of the
respective years. The RONW has been computed by dividing Profit After Tax by Networth.

4) Minimum return on total Net worth after issue needed to maintain pre-issue EPS for the period ended
March 31, 2010 is [] % (Based on the restated financial statements)

5) Net Asset Value (NAYV) per share (%) as per our restated financial information

a) Ason 31% March 2010 32028
b) Ason 31" December 2010 T 22.67
c) Issue Price [o]
d) Post Issue [o]

6) Comparison with Industry Peers and Industry average
Comparison of Financial Ratio as per Standalone Basis for the FY 2009-10:-

We can not be compared with other listed companies, as we do not have any direct competitor in the same segment,
in which we operate. However, the details of the companies which are in the similar Segments in which we operate
i.e. Ship Recycling and Off-shore Activities are as under:

Ship Recycling Activities:

S. No Name of the Earning Per Share | Net Asset Value Return on Net E;i‘cneiltlo
S Company ® ® Worth (%) Ra tio*g
1. Inducto Steel Limited 7.47 56.07 13.32 3.93
2. Hariyana Ship 4.27
Breakers Limited 11.24 65.89 17.06
*Market Price as on 06/05/2011(Source: www.bseindia.com)
Off-shore Activities:
. Price to
Earning Per Net Asset Value Return on Net .
S. No. Name of the Company Share &) ® Worth (%) E;l:g(r:g
1. Global Cambay Marine
Services Pvt. Limited* 0.84 3051 3225 )
2. Polestar Maritime
Limited* 28.27 126.04 22.43 -

* Unlisted Companies (Source: www.mca.gov.in)

7) The face value of our Equity Shares is ¥ 10/- and the Issue Price is T [¢] i.e., [¢] times of the face value.

The Issue Price of ¥ [e] has been determined by our Company in consultation with the BRLM, on the basis of
assessment of market demand for the Equity Shares by way of Book Building and is justified on the basis of the
above factors. The BRLM believe that the Offer Price of I [e] is justified in view of the above qualitative and
quantitative parameters. Investors should read the above mentioned information along with “Risk Factors” and
“Restated Financial Information” on page 12 and 121 respectively, to have a more informed view. The trading
price of the Equity Shares of the Company could decline due to the factors mentioned in “Risk Factors” and you
may lose all or part of your investments.
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STATEMENT OF TAX BENEFITS

To

The Board of Directors,
VMS Industries Limited,
2" Floor, “Jain House”
Opp. Vitthalwadi,
Bhavnagar- 364 003,
Gujarat, India.

Dear Sirs,
Sub. : Statement of possible Tax Benefits

We hereby report that the enclosed annexure states the possible tax benefits available to VMS Industries Limited
(the ‘Company’) and its shareholders under the provisions of the Income tax Act, 1961 and other direct tax laws
presently in force. Several of these benefits are dependent on the Company or its shareholders fulfilling the
conditions prescribed under the relevant tax laws. Hence, the ability of the Company or its shareholders to derive the
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 below are not exhaustive. 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 the 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.

We do not express any opinion or provide any assurance as to whether:
*  The Company or its shareholders will continue to obtain these benefits in future; or
*  The conditions prescribed for availing the benefits have been / would be met with.

The contents of the annexure are based on information, explanation and representations obtained from the Company
and on the basis of our understanding of the business activities and operations of the Company.

Our views expressed herein are based on the facts and assumptions indicated to us. No assurance is given that the
revenue authorities/courts will concur with the views expressed herein. Our views are based on the existing
provisions of law and its interpretation, which are subject to change from time to time. We do not assume
responsibility to update the views consequent to such changes. The views are exclusively for the use of VMS
Industries Limited. We shall not be liable to VMS Industries Limited for any claims, liabilities or expenses relating
to this assignment except to the extent of fees relating to this assignment, as finally judicially determined to have
resulted primarily from bad faith or intentional misconduct. We will not be liable to any other person in respect of
this statement.

For Ashok Dhariwal & Co
Chartered Accountants

Ashok Dhariwal
Proprietor

Membership No. 36452
Firm Reg. No. : 100648W

Place: Ahmedabad
Date: May 28, 2010
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STATEMENT OF POSSIBLE TAX BENEFITS UNDER THE INCOME TAX ACT, 1961 (“THE ACT”)
AVAILABLE TO VMS INDUSTRIES LIMITED (“THE COMPANY”) AND ITS SHAREHOLDERS

A.

L.

I1.

TO COMPANY

SPECIAL TAX BENEFITS AVAILABLE TO VMS INDUSTRIES LIMITED

The company will be eligible for the benefits available under the Tonnage Tax Scheme as specified under the
provisions of Section 115 VP to 115 VX of the Income Tax Act, 1961. However, the benefit is available subject
to fulfillment of conditions prescribed under the provisions of Section 115 VP to 115 VX of the Income Tax
Act, 1961.

GENERAL TAX BENEFITS

As per Section 10(34) of the Act, income earned by the Company by way of dividend income from another
domestic company referred to in section 115-O of the act is exempt from tax.

As per section 10(35) of the Acts, the following income will be exempt from tax in the hands of the Company:

a. Income received in respect of the units of a Mutual Fund specified under section 10(23D); or
b. Income received in respect of units from the Administrator of the specified undertaking; or
c. Income received in respect of units from the specified company:

Long term capital gains on listed securities under Section 10 (38) of the Act - Long term capital gain arising
from sale of listed Equity Shares or units of an equity oriented fund through a recognized stock exchange will
not be subject to capital gains tax, provided the applicable Securities Transaction Tax i.e. at the rate of 0.025 %
on the transaction value is paid by the Company and the transaction of such sale is entered into on or after
October 01, 2004.

Under section 32 of the Act, the Company is entitled to claim depreciation subject to the conditions specified
therein, at the prescribed rates on its specified assets used for its business.

Deduction of preliminary expenses under section 35D of the Act - The Company will be entitled to a deduction
of one fifth of the preliminary expenses incurred for the issue of shares for a period of five years beginning with
the year in which the Company expands its current industrial undertaking. The amount of deduction is limited to
five percent of the cost of the project/ capital employed in the business.

As per section 54EC of the Act and subject to the conditions and to the extent specified therein, long-term
capital gains (in cases not covered under section 10(38) of the Act) arising on the transfer of a long-term capital
asset will be exempt from tax if the capital gains are invested in a “long term specified asset” within a period of
six months after the date of such transfer, subject to the limit of Rupees. Fifty lacs in a year.

Short term capital gains on Equity Shares under section 111A — Any short term capital gains arising to the
company from the sale of equity share in a company or unit of an equity oriented fund on a recognized stock
exchange will be subject to tax only at a rate of 15% (plus applicable surcharge & education cess) provided the
applicable Securities Transaction Tax i.e. at the rate of 0.025 % on the transaction value is paid by the
Company. Other short term capital gains would be taxed at the rate of 30 % (plus applicable surcharge &
education cess).

Long term capital gains under section 112 of the Act — Long term capital gains arising from the sale of an asset
to the Company shall be subject to tax 20 % (plus applicable surcharge/ education cess). In case of long term
capital gains on transfer of listed securities outside the stock exchange, tax shall be calculated @ 20 % (plus
applicable Surcharge & education cess) on gain after indexation benefit as provided in the second proviso to
Section 48. The amount of such tax should however be limited to 10 %( plus applicable Surcharge & education
cess) without indexation, at the option of the Share holder. For this purpose, Indexation Benefit would mean the
substitution of cost of acquisition / improvement with the indexed cost of acquisition / improvement, which
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II.

adjusts the cost of acquisition / improvement by a cost inflation index as prescribed from time to time.

The amount of tax paid under section 115 JB by the Company for any assessment year beginning on or after 1st
April, 2010 will be available as credit to the extent specified in section 115 JAA for ten years succeeding the
assessment year in which MAT credit becomes allowable in accordance with the provisions of Section 115
JAA.

TO MEMBERS

SPECIAL TAX BENEFITS

There are no special benefits accruing to the members.

GENERAL TAX BENEFITS

(A) Resident Members

1.

As per section 10(34) of the Act, income earned by the resident member by way of dividend income from the
domestic company referred to in section 115-O of the act is exempt from tax.

As per section 10(38) of the Act, long term capital gains arising to the resident member from the transfer of a
long term capital asset being an equity share in a company or a unit of an equity oriented fund, where such
transaction is chargeable to securities transaction tax, will be exempt in the hands of such members.

As per section S4EC of the Act and subject to the conditions and to the extent specified therein, long-term
capital gains (in cases not covered under section 10(38) of the Act) arising on the transfer of a long-term
capital asset will be exempt from tax if the capital gains are invested in a “long term specified asset” within a
period of six months after the date of such transfer, subject to the limit of Rupees Fifty lacs in a year.

As per the provisions of section 54F of the Act, long term capital gains (in cases not covered under section
10(38)) arising on the transfer of the shares of the Company held by an individual or Hindu Undivided
Family will be exempt from tax if the net consideration is utilized, within a period of one year before, or
two years after the date of transfer, in the purchase of a residential house, or for construction of a residential
house within three years.

(B) Non-Resident Indian Members

I.

As per section 10(34) of the Act, income earned by way of dividend income from the domestic company
referred to in section 115-O of the act is exempt from tax.

As per section 10(38) of the Act, long term capital gains arising from the transfer of a long term capital asset
being an equity share in a company or a unit of an equity oriented fund, where such transaction is chargeable
to securities transaction tax, will be exempt.

As per section 111AE of the Act, short term capital gains arising from the sale of equity shares or units of
an equity oriented mutual fund transacted through a recognized stock exchange in India, where such
transaction is chargeable to securities transaction tax, will be taxable at the rate of 15%.

Capital Gains Tax-options available under the Act - A non resident has the option to be governed by the
special provisions of Chapter XII-A of the Act or the normal provisions of the Act. The normal provisions of
the Act for the capital gains in relation to sections 111A, 112 and 10(38) as discussed in clause (h) to (j)
under section A of “Company” apply to the non residents also. Further, proviso to section 48 of the Act
provides that where a non resident purchases shares or debentures of an Indian Company in foreign currency,
the capital gains would be computed in such foreign currency and will then be reconverted into Indian
currency and be taxed @ 10% (plus applicable surcharge & education cess) .
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10.

11.

As mentioned above a non resident may opt for the special provisions described in chapter XII-A (sections
115C to 115H) of the Act for computing his/her capital gains tax liability. These provisions are discretionary
for the non resident and a non resident may elect not to be governed by them. The benefits available under
this chapter to a non resident are set out below:

e As per the provision of Section 115D read with Section 115E of the Act, long term capital gains
arising on transfer of an Indian company’s shares will be subject to tax at the rate of 10% (plus
applicable surcharge & education cess), without indexation benefit.

e As per the provisions of Section 115F of the Act, gains arising on transfer of a long term capital asset
being shares in an Indian company shall not be chargeable to tax if the entire net consideration
received on such transfer is invested within six months in any specified asset or savings certificates
referred to in Section 10 (4B) of the Act. However, the specified asset or the savings certificate in
which the investment has been made should not be transferred for a period of three years from the date
of investment otherwise the amount of capital gains exempted earlier would become chargeable to tax
as long term capital gains in the year in which such specified asset or savings certificates are
transferred.

e As per the provisions of Section 115G of the Act, non-resident Indians are not obliged to file a return
of income under Section 139(1) of the Act, if their only source of income is income from investments
or long term capital gains earned on transfer of such investments or both, provided tax has been
deducted at source from such income.

As per the first proviso to section 48 of the Act, in case of a non resident shareholder, the capital gain/loss
arising from transfer of shares of the Company, acquired in convertible foreign exchange, will be
computed by converting the cost of acquisition, sales consideration and expenditure incurred wholly
and exclusively incurred in connection with such transfer, into the same foreign currency which was
initially utilized in the purchase of shares. Cost indexation benefit will not be available in such a case.

As per section 54EC of the Act and subject to the conditions and to the extent specified therein, long-term
capital gains (in cases not covered under section 10(38) of the Act) arising on the transfer of a long-term
capital asset will be exempt from tax if the capital gains are invested in a “long term specified asset” within a
period of six months after the date of such transfer, subject to the limit of Rupees Fifty lacs in a year.

As per the provisions of section 54F of the Act, long term capital gains (in cases not covered under section
10(38)) arising on the transfer of the shares of the Company held by an individual or Hindu Undivided
Family will be exempt from tax if the net consideration is utilized, within a period of one year before, or
two years after the date of transfer, in the purchase of a residential house, or for construction of a residential
house within three years.

In accordance with section 115E, income from investment or income from long- term capital gains on
transfer of assets other than specified asset shall be taxable at the rate of 20%. Income by way of long term
capital gains in respect of a specified asset (as defined in section 115C (f) of the act), shall be chargeable at
10%.

In accordance with section 115F, subject to the conditions and to the extent specified therein, long-term
capital gain arising from transfer of shares of the company acquired out of convertible foreign exchange,
and on which securities transaction tax is not payable, shall be exempt from capital gains tax, if the net
consideration is invested within six months of the date of transfer in any specified asset.

In accordance with section 115G, it is not necessary for a Non resident Indian to file a return of income
under section 139(1), if his total income consists only of investment income earned on shares of the
company acquired out of convertible foreign exchange or income by way of long term capital gains earned on
transfer of shares of the company acquired out of convertible foreign exchange, and the tax has been
deducted at source from such income under the provisions of Chapter XVII-B of the Income-tax Act.

In accordance with section 115-1, where a Non Resident Indian opts not to be governed by the provision of

chapter XII-A for any assessment year, his total income for that assessment year (including income arising
from investment in the company) will be computed and tax will be charged according to the other
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12.

13.

provisions of the Income-tax Act.

As per section 115H of the Act, where a non-resident Indian becomes assessable as a resident in India, he
may furnish a declaration in writing to the Assessing Officer, along with his return of income for that year
under section 139 of the Act to the effect that the provisions of Chapter XII-A shall continue to apply to him
in relation to such investment income derived from the specified assets for that year and subsequent
assessment years until such assets are converted into money.

The tax rates and consequent taxation mentioned above will be further subject to any benefits available under
the Tax Treaty, if any, between India and the country in which the non-resident has fiscal domicile. As per
the provisions of section 90(2) of the Act, the provisions of the Act would prevail over the provisions of the
Tax Treaty to the extent they are more beneficial to the non-resident.

(C) Foreign Institutional Investors (FII’s)

I.

As per section 10(34) of the Act, income earned by way of dividend income from the domestic company
referred to in section 115-O of the act is exempt from tax.

As per section 10(38) of the Act, long term capital gains arising from the transfer of a long term capital asset
being an equity share in a company or a unit of an equity oriented fund, where such transaction is chargeable
to securities transaction tax, will be exempt.

As per section 115AD read with section 111A of the Act, short term capital gains arising from the sale of
equity shares of the Company transacted through a recognized stock exchange in India, where such
transaction is chargeable to securities transaction tax, will be taxable at the rate of 15%.

As per section 115AD of the Act, FIIs will be taxed on the capital gains that are not exempt under the
provisions of section 10(38) of the Act at the following rates:

Nature of income Rate of tax (%)
Long term capital gains 10
Short term capital gains (other than referred to in section 111A) 30

In case of long term capital gains, (in cases not covered under section 10(38) of the Act), the tax is levied on
the capital gains computed without considering the cost indexation and without considering foreign exchange
fluctuation.

The tax rates and consequent taxation mentioned above will be further subject to any benefits available under
the Tax Treaty, if any between India and the country in which the FII has fiscal domicile. As per the
provisions of section 90(2) of the Act, the provisions of the Act would prevail over the provisions of the Tax
Treaty to the extent they are more beneficial to the FII.

As per section 54EC of the Act and subject to the conditions and to the extent specified therein, long-term
capital gains (in cases not covered under section 10(38) of the Act) arising on the transfer of a long-term
capital asset will be exempt from tax if the capital gains are invested in a “long term specified asset” within a
period of six months after the date of such transfer, subject to the limit of Rupees Fifty lacs in a year.

(D) Mutual Funds

As per section 10(23D) of the Act, any income of Mutual Funds registered under the Securities and Exchange
Board of India Act, 1992 or Regulations made there under, Mutual Funds set up by public sector banks or
public financial institutions and Mutual Funds authorised by the Reserve Bank of India will be exempt from
income tax, subject to such conditions as the Central Government may by notification in the Official Gazette,
specify in this behalf.
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(E)

Venture Capital Companies / Funds

As per section 10(23FB) of the Act, all Venture Capital Companies/Funds registered with the Securities and
Exchange Board of India, subject to the conditions specified, are eligible for exemption from income
tax on their entire income, including income from sale of shares of the company. However, under section
115U of the Act, income received by a person out of investment made in a venture capital company or in a
venture capital fund will be chargeable to tax in the hands of such person.

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 are not liable to wealth tax.

UNDER THE GIFT TAX ACT, 1958

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

NOTES:

(1)
(i)

(i)

(iv)
V)

(vi)

In the above statement only basic tax rates have been enumerated and the same is subject to surcharge and
education cess, wherever applicable.

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.

All the above benefits are as per the current tax laws (including amendments made by the Finance Act, 2010),
legislation, its judicial interpretation and the policies of the regulatory authorities are subject to change from
time to time, and these may have a bearing on the benefits listed above. Accordingly, any change or
amendment in the law or relevant regulations would necessitate a review of the above.

Several of these benefits are dependent on the company and its shareholders fulfilling the conditions prescribed
under the provisions of the relevant sections under the relevant tax laws.

This statement is only extended 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 tax consequences,
being based on all the facts, in totality, of the investors, each investor is advised to consult his/her/its own tax
advisor with respect to specific tax consequences of his/her/its investments in the shares of the Company.

All the above tax benefits will be available only to the sole / first named holder in case the shares are held by
joint holders.
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SECTION V - ABOUT THE COMPANY
INDUSTRY OVERVIEW

Unless otherwise indicated, the information in this section is derived from a combination of various official and
unofficial publicly available materials and sources of information. It has not been independently verified by the
Company, the Book Running Lead Manager and their respective legal or financial advisors, and no representations
is made as to the accuracy of this information, which may be inconsistent with information available or compiled
from other sources. Industry sources and publications generally state that the information contained therein has
been obtained from sources generally believed to be reliable, but their accuracy, completeness, underlying
assumptions and reliability cannot be assured. Accordingly, investment decisions should not be based on such
information.

SHIP BREAKING INDUSTRY

Overview

Ship breaking is a type of disposal of ship involving the breaking up of ships for scrap recycling, with the hulls
being discarded in ship graveyards. Ship breaking is a typical activity, which adds value through a 'demolition’
process. Most ships have a lifespan of a few decades before there is so much wear that refitting and repair becomes
uneconomical. When a ship goes uneconomic / unsafe as per standards of safety to operate, it is sent for demolition
to ship breaking yards. Ship breaking allows materials from the ship, especially steel, to be reused. Equipment on
board of the vessel can also be reused. The contribution of the ship breaking yards is to generate value out of
unusable ships by segregating it into various components that have their own economic value by subjecting it to a
systematic demolishing process.

Until the late 20™ century, ship breaking took place in port cities of industrialized countries such as the United
Kingdom and the United States. Today, most ship breaking yards are in Pakistan, Bangladesh, and India. Turkey
performs just a handful of demolitions each year. Though western countries have developed superior technologies,
which result into high productivity, Asian countries have come up a low cost proposition for two reasons. One,
relatively the manpower is very cheap in these countries. So even at a lower productivity rate, operations in these
countries prove to be relatively cheaper. Second, western countries have very high standards of safety, which calls
for costly measures for ensuring safety.

The reasons behind ship breaking/ recycling being carried out in these countries are as follows:
(1) Cheap and abundant labour;

(2) Vast coastal area with good and favorable tidal impact; and

(3) Management ability.

Primarily India occupied the first position in the world, but with the passage of time the same was replaced by
China.

Ship Recycling Process

Ship Recycling is the process of dismantling a vessel’s structure for scrapping or disposal and is generally carried
out at a beach, pier, dry dock or dismantling slip. It includes a wide range of activities, from removing all gear and
equipment to cutting down and recycling the ship’s infrastructure.

The ship recycling process is an environment and eco-friendly industrial activity which not only generates re-
rollable steel, but also helps society by providing direct and indirect employment.

Old ships are no longer capable of plying and they have such high maintenance costs that it is more economical to
scrap them are usually sold to ship-recyclers. These vessels incur expenses such as port charges, crew salaries and
oil consumption cost. Thus they become a burden to the shipping companies. And the only safe and economic way
of getting rid of such vessels is a systematic recycling. Thus the need of reducing unnecessary ship-traffic in a safe
and economic way gave birth to the massive industry called ship-recycling.

(Source: www.sriaindia.com)
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After 25-30 years ships are at the end of their sailing life. These ‘End of Life Vessels’ are sold and dismantled to
recover the valuable steel. About 95% of the ship consists of steel. But the ships also contain large amounts of
hazardous materials.

Major Consumers

The Industry wise consumption is enumerated hereunder:-

A | P T o
| |Marine [ndustry. ’_ Steel Industry [ Dither lrmusmes [ Aifects
snm;mu Compaties, Re-Rolling Mills Wood & Fuiniture Gas Plants
[0 Agenls & Crew e [ HE ‘- Industiy [0
L | Cash Buyeis, Furnace Plants L ! Hﬁn Ferrous Industiy | Trader s and Brokers
=== ghip Brokess = =

|| Matine Exporters Pipes, Machinery Paits | | Machinedy Tradeis - Tramsporters and
Drivers
Karine Traders 0l Processors Worker s incolved

And Brokeis

(Source: www.sriaindia.com)
Global Scenario

At present, the global economic integration continues to accelerate and promote international trade. With the
shipping industry booming and the continuous growth in global fleets, the number of retired vessels have
considerably increased. UNCTAD, “World Ocean Assessment Report", issued in 2008 points out that in 2007 the
world's shipping volume reached a record of more than 80 million tons. As of January 2008, the global registration
of 100 gross tonnage and above, the total number of merchant shipping 97481, with a total capacity of 11.2 million
dwt, 100 every year and have been dismantling decommissioned ships.

China is one of the world's major ship-breaking industry. Since the 20™ century, the emergence of organized 60
years of ship-breaking activities began; China's ship-breaking industry has gone through a 40 year course of
development. China's ship-breaking enterprises to actively advocated scrapping the green, in the dismantling of
production activities, basically the safety, environmental protection, health, some enterprises have passed the
international environmental management system and occupational safety and health management system
certification; Some enterprises have already or will be included in national and local development of circular
economy pilot projects, and has become internationally influential first-class ship-breaking business, and
environmental protection in developed countries has been a strong sense of the favour of international ship owners
in recent years.

(Source: www.eckhardt-marine.com)

The phase-out means that many tankers will have to be taken out of service Extra in the coming years. Roughly
2,200 single hull oil tankers from the 4,000 crude oil tankers and oil products tankers (over 5,000 dwt). Together
these tankers have a dwt of 175 million.

(Source: E.A. Gibson Shipbrokers).
According to newer figures from Clarksons, a total of 590 ships were scrapped from the beginning of the year and
until the end of August 2008. These vessels represent a total capacity of 18.1 million tons, while their average age is

also quite younger than the relevant ships scrapped last year. In fact, during the whole of 2008 the number of ships
demolished had reached just 385 units with a capacity of 13.6 million tonnes.
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The average vessel age of each ship scrapped last year was 30.5 years during 2008, while this year this number has
dropped at 29 years (for all ship types). For 2009, the average age is at just 25.3 years for tankers and 30.5 years for
dry bulk carriers. The increase of scrapping activity comes as no surprise to most industry analysts, as this was
expected regardless of the state of the freight market. With the world order book for most ship types near record
levels, it was obvious that older ships would have to leave the market eventually. The collapse of the freight market,
which commenced about a year ago, simply speeded things up.

(Source: Hellenic Shipping News, October 2009)

DEMOLITION STATISTICS FOR 2009 |

| number | dwt | Idt | number | dwt | Idt | TEU
DRY BULK Average age: 30,32 CONTAINER SHIP Average age: 27,91
< 10,809 dwt 16 260,220 78463 < gog TEU 12 240198 112606 10,612
20,000 — 5d, 009 dwt B8 2700102 503,00 1 1,000 — 2,450 TEU 30 700,246 324704 47682
80,000 — 70,000 dwt 20 1.327.642 274.85% 2,500 — 4,499 TEU [ 435.750 164.807 20,320
= 80,000 dwt & 077.522 140.880 >4,500 TEU [i 0 0 D
Total 127 5.334.576 1157271 Total 57 1.248.337 612.207 £7.623
TANKER Average age: 27,03 REEFER Average age: 28,57
= 70009 dwt 1z 108.585 83.121 Total | T | 81481 | 48361
30,000 — 44,000 dwt 10 377.803 115.405 _
45 000 — 50,000 dwt 4 109.053 56.058 GENERAL CARGO, MPP Average age: 31,43
80,000 — 74,000 dwt 2 128.372 28.714 Total | =0 | 1557924 | 555441
75,000 — 124,000 dwt 3 285.862 47001
125,000 — 140,900 dwt 0 0 0 RORD Average age: 28,48
= 150,000 dwt 2 411,108 56.116 Total [ 38 | 418003 | 311083 |
Total 33 1.603.879 368.305
PASSENGER [ Average age: 41,18
COMBINATION Average age: 27,39 Total | 3 | 13283 [ 34341 |
Taotal | 1| d7E7a | 15 056
MISCELLANECUS Average age: 31,83
Total | 2 | 318360 [ 495100 |
[ NUMBER | DWT | LDT | TEU | AVERAGEAGE |
[[GRAND TOTAL ETE 10.883 968 | 3151651 | B7 623 | 27,75 |

These statistics include ships sold for demolition and effectively beached. “Average age” reflects the average age of the ship type at the date of sale for
demaclition.

(Source: www.eckhardt-marine.com)
Ship Breaking Industry in India

Ship Recycling is not new to India for we know of this activity ever since 1912 in Kolkata and Mumbai. The ship
recycling activity in those days was a part of the larger colonial economy like plantations and mining. Steel scrap
was worthwhile even then and countries that had yards to recycle ships were often considered to be economically
fortunate. Indeed, ship recycling became very important at the end of the two World Wars, especially after the
World War II. Further, after the oil boom in the Middle East, oil became a much transported commodity and large
oil tankers added to the fleet. Refrigeration techniques that grew around the early 1950°s, too led to the emergence
of the large refrigeration vessels. All of these started to age by the middle of 1970’s and the ship recycling activity
reached new heights in the Western countries. When the first economic recession came around 1984 and the fleet
owners thought that it was better to scrap ships than to maintain them, there was a huge backlog of ships to be
demolished. With the recession on, labour appeared to be far too costly and steel scrap yielding far less prices, ships
had to look for cheaper labour elsewhere. India, stepped in at this juncture.

One of the reasons why the ship recycling activity became a boon for India was that, the middle of 1980°s was a
time of the rise of electric arc furnace and a rise in demand for steel melting scrap. The re-rolling mills were already
facing an expansion around the middle of 1970’s and they now grew up very fast in North and West India. The re-
rolling mills were driven mainly by the boom in the construction sector in these parts that emerged as a result of
rapid urbanization. Ship recycling became a source of steel scrap, whether for melting or directly re-rollable material
in the re-rolling mills. In terms of price, ship-breaking scrap historically is more expensive than scrap from railways
or other melting scrap, but it is cheaper than ingots from the electric arc furnaces and the billets and the semis from
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the integrated steel plants. Hence, ship-recycling scrap conventionally has proved to be a direct competitor of the
integrated steel mills in their market for semis.

In the 1970s ship breaking was concentrated in Europe. Performed at docks, it was a highly mechanised industrial
operation. But the costs of upholding environmental, health and safety standards increased. So the shipping industry
moved to poorer Asian States.
(Source: www.sriaindia.com)

Ship Recycling At Alang, Bhavnagar (Gujarat)

e Alang has a very high inter-tidal gradient. This enables the ship to beach right at the shore during high tide
and when the tide recedes the ship stands almost at a dry-dock. This not only makes work easy but also
makes easy in terms of collecting the valuables and the waste items from the sand. Usually heavy items are
dropped into the sea-water during high tide and this minimizes damage.

e Due to high tidal gradient, larger ships can come straight into the shore. This reduces the total working time
on each ship.

e Since the beach is sandy, the heavy items do not sink in the mud and similarly the hazardous waste matter
such as paint and other heavy metal and other deposits do not leach into the soil.

e At Alang, due to the fact that ships are beached just on the threshold of the plot, dismantling takes place in
controlled conditions.

e  The rainfall is mild and work can be carried out throughout the year.

e Due to the relatively moderate rainfall and shelter from strong tides and winds and also because of the
absence of rocks around the area, the Alang yard can recycle smaller ships easily. Therefore, the numbers
of ships that can come to this yard are many. In contrast, Gaddani in Pakistan and Chittagong in
Bangladesh have strong winds and strong tides respectively and hence they can only demolish very large
vessels. Chinese seacoast has typhoons all through the monsoon season and hence ship recycling cannot go
throughout the year in an uninterrupted manner.

(Source: www.sriaindia.com)

Alang had received more than 125 ships in the three months of 2009 alone, compared to 136 ships in all of 2007 and
2008.

Currently, there are about 6,000 labour engaged in ship recycling through direct employment, with the indirect
beneficiaries amounting to as much as 1 — 1.5 Lac.

Besides, the steel generated from ship recycling contributes nearly 1 — 2 per cent of the country’s demand, in the
process saving a substantial amount of natural resources and investment (see table)

Comparison of natural resource consumption in production of 2 million tones/year steel in steel plant and that from
ship recycling:

Natural Resources

Requirement for

Requirement for ship

steel plant recycling Industry
Iron ore 3508000 t 0
Fuel 3094000 t 0
Process chemicals 80610t 0
Water 50-120 Mm3 1825 m3
Solid waste aspect 878967 t 12500 t

Cost aspect

>¥ 1000 Crore

<€ 100 Crore
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All of these positive aspects of ship recycling are reflected in India at Gujarat Maritime Board’s (GMB) Alang
Sosia Ship Recycling Yard. Established in 1982 in the Bhavnagar district of the State, it has the distinction of being
one of the largest ship recycling yards in the world operated by the beaching method.

Alang has capacity to recycle about 400 ships per year, which generated more than 3.5 million tones of re-rollable
steel. It has a total of 173 plots available for ship recycling, spread over a 10 km stretch along the coast aligned from
the NE to SW direction.

Facilities Provided at Alang:-

Location:

Alang is the largest ship recycling yard in the world. Approximately 10 kms long sea front on the western coast
of the Gulf of Cambay adjoining to Alang — Sosiya village is developed as ship recycling yard. By road it is
about 50 kms from Bhavnagar. It is also well connected by road.

Anchorage:
Vessels up to 12 meters draught and DWA anchorage. The holding ground, stiff mud and sand is good, while at
anchor at DWA due care must be exercised, especially during spring tide.

Marine Features:
(1) Current: Current is of the order of 3.5 knots.
(2) Waves: No significant wave disturbance has been observed near the shore.
(3) Nature of beaching Ground: Firm and Sandy.

Road infrastructure:

The ship breaking yard has 171 plots that have been developed along the coast in a stretch of about 10 km. The
yard is connected to Highways by two separate approach roads. The main approach road connected to Alang
yard is four-lane while the one connecting Sosiya is two-lane.

Plots:
At present, total 171 plots exists at ship recycling yard and of these 10 plots are of 6000 sqm. area earmarked
for breaking VLCCs/ ULCCs

Total ship recycling plot area of Alang and Sosiya is:

Shipyard No. of Plots Plot Area
Alang 92 219617 Sqm.
Sosiya 79 169575 Sqm.

Water Supply:

GMB has developed water supply scheme on Mahi Pariage pipeline based permanent water supply scheme in
the Alang - Sosiya ship recycling yard. Every plot gets about 5000 ltrs. It is available every day. Total 21 stand
posts are created throughout the yard, which supplies water to the labours and workers working in the yard.

Fire Fighting:

Fire fighting arrangement in the yard is being looked after by GMB. They are equipped with following
equipments like Multi Purpose fire, Foam Tender, Water Tender, Trailer Fire Pump, Water Tankers,
Ambulance van, etc

(Source: http://gmbports.org)

Scrap Market

The reasons of the growth of the scrap market are twofold. The risk of single-hull vessels increase when it grows 25-
30 years old. In case of collapse, the probability of heavy oil leakage and coast pollution increases.
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The work load at Alang is increasing, to such an extent that the yards can hardly meet demands, from January to
March 2009 alone 125 ships arrived in port. 136 in all docked in the years 2007 and 2008. A 2010 study by the
European Commission into global ship demolition estimated 18 million tons of ships are awaiting disposal. Most of
these have set sail for Asia.

Every year around 600-700 larger sea vessels are taken out of service and brought to Asia for scrap. In the 1990s
they had an aggregate tonnage of around 15 million dwt a year. However, the scrap market increases and will
increase substantially the following years. In 2001 the total number of vessels (608) sold for scrap already totalled a
figure of 28 million dwt. This marks a year on year growth of nearly 25%.

The other reason for the growth of the scrap market is the increase of the world fleet (> 100 gt) during the last
decades. In 1960 there were around 15,000 ships with an aggregate dwt of 84 million. In 2000 there were around
62,000 ships with an aggregate dwt of 828 million. (Source: Lloyd's Marine Intelligence Unit.) With the growth in
the world fleet the need to replace old ships for new ships increases as well. The result: a larger tonnage that has to
be scrapped.

(Source: E.A. Gibson Shipbrokers).

With as many as 130 ships being broken simultaneously, the Alang ship-breaking yard has already crossed the
milestone of dismantling 5,000 ships before the end of the year 2009. Since its inception in 1982, the yard has
recycled 35.61 Lac light displacement tonnage (LDT). The yard dismantled 4,970 ships up to the end of September
2009.With 20 and 29 ships recycled during October and November respectively, the yard has crossed an important
milestone of breaking 5,000 ships since its inception. Till now 5,019 ships have been recycled at the yard.Till
November 2009, the yard had dismantled 255 ships in the calendar year. “In fiscal 2008-09, 264 ships were
dismantled at the yard. While 255 ships were recycled by the end of November 2009. The Alang yard recycled 1.94
million light displacement tonnage (LDT) during 2008-09,174 % more than the last fiscal. At present, all the ship-
breaking units in the yard have their hands full. There has been a constant increase in the number of ships broken at
the Alang yard as a result of the progressive policy of the state government during the last five years.

(Source: Economic Times Ahmedabad Edition, 29-12-2009)
Capacity of Ship Recycling Industry

The industry is mainly concentrated in 30 shipyards comprising of 9 public sector and 21 private sector shipyards. It
has approximately 17 docks consisting of 4 Dry-docks & Floating docks with shipyards and 13 Drydocks &
Floating Docks with Ports. Among the private sector shipyard Alang is the largest.

Ship recycling in its new avatar in India found a perfect host in Gujarat’s Alang. Ship breaking industry in India is
mostly concentrated at Alang in Gujarat, which, is the world's largest ship breaking yard catering to nearly 90 per
cent of India's ship breaking activity. However, sporadic activity also takes place in other locations like Sachana,
Gujarat, Mumbai and Kolkata. The ship breaking activity at Alang includes a total of 170 yards of which 50-70 is
operational and around 50,000 people are involved directly or indirectly in the business of scrapping. Since its
inception in 1982, the yard has recycled 3.561 million LDT (Light Displacement Tonnage). Till January 2010, 5,019
ships have been recycled at the yard.

India, China, Pakistan and Bangladesh carry out 80 percent of the world's ship breaking business. Labour activists
say this is largely because of cheap labour costs and lax safety standards that fail to protect workers who are exposed
to toxic chemicals as they dismantle the scrapped vessels.

About 150-200 workers can break down a 10,000-tonne ship in three months, salvaging nearly every part.
The work load at Alang is increasing, to such an extent that the yards can hardly meet demands. From January to
March 2009 alone 125 ships arrived in port, 136 in all docked in the years 2007 and 2008. A study conducted by the

European Commission in the current year estimated 18 million tons of ships awaiting disposal. Most of these have
set sail for Asia.
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But there is a flip side. Activists fret that the booming business will encourage a disregard for safety and
environment guidelines, which they say ship breakers are already flouting.

Stretched along the 11-km (7 mile) coastline, beached oil tankers and cargo carriers lie in various stages of
disembowelment. Peculiar tide patterns that bring high tide in only twice a month enable the beaching of ships right
up to the yards.

About 80 percent of a ship's steel is "reusable steel", cheaper than primary steel and used mostly in construction.
Growth Driver

Ship repair is generally considered as an evergreen industry, due to the requirement of regular inspection and
maintenance of machinery, hull and machinery surveys, dry-docking etc. However, shipbuilding is often prone to
the pulls and pressures of market forces and cyclic change. During normal times, even profit margins are much
better from ship repair business compared to ship building business. Also, in general it is easier for shipbuilding
yards to take on ship repairs than vice versa. The demand for ship recycling arises under the following
circumstances:

e Due to increasing pressure from various international organizations, governments and port authorities to curtail
the operation of older, single-hull ships. It is believed that there is a significant latent replacement demand for
aging ships, especially tankers.

e  When freight rates are high and freight demand is strong, ship owners typically delay the scrapping of older
vessels in favour of repairing and maintaining such vessels to international standards, in order to maximize
revenues.

Measures for making the industry globally recognized

e Delivery Time: The ship repair industry is highly competitive and in the prevailing market scenario, the level at
which the time charter and freight earnings are set, the lay-up time for repairs is critical and completion of
repairs on time is of paramount importance.

e Competitive pricing: the repair cost for ship owner is an important factor; hence a yard giving competitive
pricing will be able to attract the ship owners.

e Quality; In this regard, the adoption of quality management system for the ship repair yard is a step to
demonstrate the serious concern with which the shipyard views the quality of its products and services. Ship
owners will prefer to send their ships to a repair yard where quality management systems are in place.

e Infrastructure: Ship owners will also like to see the availability of infrastructure i.e. dry-dock, wet berths,
carnage, other facilities inside the yard, connectivity by rail, road and air, specialist services, various sub-
contractors and various suppliers etc.

Outlook

The ship recycling activities create economic opportunities for thousands of labourers and contribute to the
economic growth of regions. The average life of a ship is about 27 years. Once a ship loses its economic life, it has
to be replaced with a new one. Practically 100% of the ship is recycled. Ship breaking can be claimed to be a sound
sustainable industrial activity. Ship demolition remove large volumes of obsolete tonnage from fleets which
otherwise require to huge monetary consideration to manage if not dismantled. As per the 2007 report of working
group for ship repair industry for 11th Five Year Plan (2007-2012), the industry has the potential of ¥ 2440-2790
crore per year.
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Type of Ships Repair potential (Rs Crs)

Foreign Ships on overseas trade visiting Indian Ports 1150-1400
Domestic ships on overseas trade 200
Coastal / Service Vessels 190
Offshore Rig Repairs 300-400
Mavy and Coast Guard vessels 100
Other Merchant WVessels in the Region 500
Total Repair Potential Per Year (Rs Cr) 2440-2790

Source: Report of working group for shipbuilding and ship repair industry for the 11th Five Year Plan (2007-2012)

Indian ship recycling industry is well poised to grow, given the easy availability of skilled labour the advantage of
being situated along the major shipping lanes between the East and West.

Problems faced by the Industry

Deadly poisons: Ships, especially those built before the 1980's, have been constructed with many deadly
materials. The Basel convention has laid down regulations that say that ships constructed using toxic substances
are considered hazardous waste, and cannot be exported for dismantling without stripping them of the
dangerous substances. But in blatant violation of Basel, ship owners transport their toxic vessels to be broken
down in Asian yards, releasing terrible poisons into the environment and playing havoc with the health of the
people and all living creature in the ecosystem. The pollution caused is both acute and long term.

Hazards to lives and livelihoods: The toxic chemicals released by ship breaking pollute the soil, rivers and seas
in the vicinity. The land around the yards becomes unfit for agriculture. With aquatic life fleeing from the
deadly poisons, fishing in the nearby waters is no longer possible. This erosion of their traditional livelihoods
drives more and more impoverished people to the dangerous shipyards.

No rules and Permanent Danger: Unlike in Western countries where there are stringent regulations on
hazardous substances and health and safety measure, in third world nations there is hardly any waste
management procedures. Rules and regulations, if they exist are rarely enforced. Hazardous waste is directly
dumped into the sea, and left exposed on the land. For example in India though officially import of toxic ships
for scrap is not allowed, sediments in Alang show greater levels of contamination than the most heavily
industrialized port areas. Over 100,000 men and women work in ship breaking yards in Asia. They are mostly
migrant labourers, living in inadequate makeshift facilities on or near the yard. There is a lack of basic
minimum sanitation, medical or recreation facilities. Even access to safe drinking water is absent. All these
factors compound worker's health problems further.

Lack of use of ship breaking equipments and training: According to estimates only 10% of the 40,000 man and
women in Alang have received any kind of training. Besides from being untrained and poor, their work involves
very hard labour. They dismantle ships virtually with their bare hands, torch-cutting ship steel into small pieces
using very little machinery. They face permanent and deadly dangers. There is a clear-cut shortage of PPE
(personal Protective Equipments). They don't even have gumboot and helmets. There is no equipment for
machine safety, fire safety, chemical safety and water safety. Whatever little equipment that exist, is poorly
maintained

Health and Environmental Risks: In addition to steel and other useful materials, however, ships (particularly
older vessels) can contain many substances that are banned or considered dangerous in developed countries.
Asbestos and polychlorinated biphenyls (PCBs) are typical examples. Asbestos was used heavily in ship
construction until it was finally banned in most of the developed world in the mid 1980s. Currently, the costs
associated with removing asbestos, along with the potentially expensive insurance and health risks, have meant
that ship-breaking in most developed countries is no longer economically viable. Removing the metal for scrap
can potentially cost more than the scrap value of the metal itself. In the developing world, however, shipyards
can operate without the risk of personal injury lawsuits or workers' health claims, meaning many of these
shipyards may operate with high health risks. Protective equipment is sometimes absent or inadequate.
Dangerous vapors and fumes from burning materials can be inhaled, and dusty asbestos-laden areas are
commonplace. Other than the health of the yard workers, in recent years, ship breaking has also become an
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issue of major environmental concern. Many ship breaking yards in developing nations have lax or no
environmental law, enabling large quantities of highly toxic materials to escape into the environment and
causing serious health problems among ship breakers, the local population and wildlife.

OFFSHORE INDUSTRY

India is naturally endowed with a long coastline spanning 7,517 km wherein the country’s 13 major ports and
around 200 non-major ports are located across nine maritime states. Of the non-major ports, around 66 are
operational and these are mainly in the States of Gujarat, Andhra Pradesh, Goa and Maharashtra. Post-liberalization,
the participation of private players in the port sector has been encouraging as is evident from their investments in
green field commercial and captive ports and in various port related logistics and support activities.

(Source: Indian Ports & Infrastructure Review, October 2010, Volume 2: Issue 10)

Indian Scenario

Considering the favourable outlook for growth in cargo traffic and the investments proposed in setting up new
capacities and expanding existing ones, the port support services sector appears poised for growth. The activities of
this sector include operations and maintenance (O&M) services (like pilotage, harbouring, mooring, ligterage, and
dredging) and provision for Marine assets (like tugs, mooring launches, pilot launches, barges and dredgers). Entry
of foreign players in this sector has been relatively limited so far, partly because of the protection available to
domestic players under the Cabotage Law, which is akin to a purchase preference for vessel carrying Indian flags.
Also, foreign operators have generally preferred to operate in the more lucrative off-shore drilling business as
against conventional port services.

At present, the Indian port support services sector has players that are focused mainly on providing marine assets on
long-term contractual basis and on offering offshore services to the exploration and production (E & P) sector, only
a few players currently provide port O & M services.

(Source: Indian Ports & Infrastructure Review, October 2010, Volume 2: Issue 10)

Coastal shipping vessels operating in India have grown from 458 on March 31, 2005 to 658 as on December 1, 2009
with gross registered tonnage (GRT) growing from 8,10,591 to 9,75, 507. During the same period, the number of
overseas vessels increased from 228 to 308 with the GRT growing from 72,02,364 to 84,12,226. While the share of
the coastal shipping vessels operated in India has hovered between 60 and 68 per cent during the last five years, the
GRT has been almost stagnant at around 10 percent. Currently, around 7 percent of domestic cargo is transported
through coastal shipping.

The coastal shipping, despite the inherent advantages and the promise of viability, could not take off owing to
regulatory, fiscal and infrastructure hurdles coming in the way.

(Source: Maritime Gateway Journal, February 2010)

Summary of Coastal Vessels as on 30.06.2010

Sr. No. Type of Vessel No. of Vessel G.T. D.W.T.
1 Dry Cargo Liner 71 121843 177836
2 Tug 228 683621 23140
3 Dry Cargo Bulk Carriers 12 237220 364928
4 Tankers (Product Carriers) 13 40035 43226
5 Tankers (Crude Oil Carriers) 2 50080 82246
6 Passenger-Cum-Cargo 31 86173 27232
7 Passenger Services 52 16473 1930
8 Ethylene Gas Carriers 3 8727 6558
9 Ro-Ro 1 956 1386
10 Dredgers 28 121893 76152
11 Offshore Supply Services 110 117679 133896
12 Specialized Vessels for Offshore Services 38 88201 50480
13 Port Trusts & Maritme Boards 93 45199 15702

Total (Vessels) Coastal Trade 682 1002840 1004712

(Source: Ministry of Shipping)
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Demand for Offshore Support Vessels

The demand for offshore support vessels is dependent by a number of factors that are discussed earlier, including;
e Economic activities and global oil and gas demand;
o Levels of drilling activity;

Levels of offshore activity;

Oil and gas prices and E&P spending;

Location of oil fields and water depth;

Decommissioning or refurbishment of rigs; and

Availability of offshore support vessels.

Demand for Speed Boat in Security Challenges

The Indian Ocean Region (IOR) is commonly described as stretching from East Africa to Tasmania and From Asia
to Antarctica. Nearly 100,000 ships transit the Indian Ocean each year carrying one third of the oil. The
geographical position of the Indian Ocean and its strategic waterways provide the shortest and most economical
lines of communication linking it to the Atlantic and the Pacific Ocean. The choke points make the India Ocean
vulnerable to control of shipping and therefore it is imperative that the choke points are free from trouble at all time.

Some other salient aspects of the IOR are as follows:-

¢+ The IOR holds 65% of the known reserves of strategic raw material, including one third of natural gas and more
than half of the world’s oils reserves. Australia, which is washed by the Indian Ocean to its west, holds about
40% of the world’s known Uranium reserves.

s About 95% of the world’s cyber-space traffic is carried in the undersea cables that span the Indian Ocean
Seabed.

s The world’s fastest growing economies such as India and Vietnam and the richest countries such as Australia
co-exist with some of the poorest countries of the world such as Somalia and Afghanistan.

% The IOR is the de facto home of global terrorism with the world’s leading terrorist group present and active in
the many regional states and states such as Pakistan covertly aiding and abetting subversive elements.

% The IOR is also the centre of gravity of piracy and many trans-national crime, with the majority of the pirate
attacks occurring here.

% The IOR is the Locus of 70% of the world’s natural disaster. Majority of these having occurred in SE Asia.

As a result of these factors there is increased pressure on the navies to provide security at sea. Further, due to
the multinational nature of the shipping industry, there is also a need for navies to evolve cooperative security
mechanism. Perhaps, signs of this evolution can be seen in the Gulf of Aden where more than 20 warships from
over 14 navies are currently operating on anti- piracy patrols.

(Source: Indian Ports & Infrastructure, October 2010, Volume 2: Issue 10)

Major Users

The offshore supporting vessels are mainly used at ports and few of the major ports operating in the country are as
under:

Kolkata Port

Paradip Port

New Mangalore Port
Cochin Port
Jawaharlal Nehru Port
Mumbai Port

Ennore Port

Chennai Port

9. Tuticorin Port

10. Mormugao Port

11. Kandla Port

12. Visakhapatnam Port

NN B WO
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Growth Driver

The major growth of offshore supporting vessels depends on growth of ports. The present policy of the Central
Government and State Government envisage high growth in port sector as detailed below and this will result in
higher growth of offshore supporting vessels.

To facilitate private sector participation, Government of India has also put in place a favorable and investor friendly
policy framework. Some of the policy initiatives taken by the Ministry include:-

100 % foreign direct investment allowed in Shipping and Port sectors.

The Model Concession Agreement for port projects has been simplified and this has expedited the decision
making process.

Bidding documents have also been standardized to ensure uniformity and transparency in the award of
projects.

Tariffs are being fixed upfront by the Tariff Authority of Major Ports.

Acquisition of all types of ships has been brought under the Open General License.

As a result of these initiatives, private investment in the port sector has increased significantly over the years. About
24 PPP projects involving an investment of almost 65 billion Indian Rupees have been completed and another 19
PPP projects in major ports are under implementation, involving an investment of almost I 125 billion. Currently 22
PPP projects are under bidding and scheduled to ward in current financial year involving an investment of almost
160 billion.

(Source: Indian Ports & Infrastructure, October 2010, Volume 2: Issue 10)
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BUSINESS OVERVIEW
Overview

Our company was incorporated on December 2, 1991with the object of carrying on the business of providing
different kinds of consulting and information technology services. During 1992- 1994, our company was engaged in
computerization of land revenue records of Bhavnagar Municipal Corporation. Thereafter, in the year 1995-96 our
Company undertook the assignment of computerization of Ration Cards and Ration Shops of Bhavnagar Municipal
Corporation.

During the year 1994, our company also acquired a running Oxygen Plant operating in the name of “Varun Gases”
in Sihor GIDC, Bhavnagar having an installed capacity of 65 cubic meters per hour. Our company was operating at
full capacity and was supplying the gas produced at this unit to the various customers in and around Bhavnagar. The
said plant was closed by the company in the year 1997 as it became unviable on account of slow down in the Ship
Recycling Industry and advancement of technology in this area.

The Ship Breaking Industry was revived in the year 2003-04 and therefore we decided to diversify our activities.
During the year 2004, Gujarat Maritime Board auctioned vacant plots and under open bid we have been allotted
vacant Plot No. 160 at Alang-Sosiya Ship Breaking Yard admeasuring 1350 sq. meter on a lease basis. However,
our company could not start ship breaking activities due to change in policy for ship recycling plant, requiring
higher size (2700 sq mtrs ) of plot and therefore we could not get permission for utilization of plot from GMB.
Meanwhile, in the year 2007, the plot size was enlarged to 2700 sq. meter as per the instructions given by the Inter
Ministerial Committee constituted by Hon. Supreme Court, by merging the adjoining Plot No. 159 and our company
was permitted to use the merged Plot No. 160M for a period of 5 years with effect from 17.03.2007 to 16.03.2012
and subject to renewal thereafter.

In the year 2006-2007, our company also joined as a Partner with Ms. Sangeeta Jain in M/s Eternal Automobiles
(dealer of Honda Two Wheeler). The profit sharing ratio of our company is 25% and the balance 75% is with Ms.
Sangeeta Jain, one of the promoters of our company. Due to wide scope in the Automobiles and reasonable
profitability, we venture into this business.

Ships/Vessels Purchased
In the month of May 2008, our company had entered into the offshore business activities & supporting services. We
obtained the required registration and undertook the following activities:-

e Purchased a Tug named ADINATH - 8, and entered into a Charter Agreement on 16.07.2008 with GMB for a
period of 12 months. Thereafter, we are operating the said Tug in the open market on a hire basis.

e Purchased a Speed Boat named KALPTARU, and entered into a Charter Agreement on 26.02.2009 with GMB
for patrolling under ISPS Code at Magdalla Port for a period of 1 (one) year with an extension clause of One
year and the same has been extended by GMB till 5™ March, 2011. In the month of April 2011, the said Speed
Boat was sold-out and hence as on date the company is not carrying on any activity in this area.
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The photographs and technical specification(s) of our Tug is as under:

ADINATH- MS Tug of 1200 BHP of 15.2 TBP, Twin Screw

GENERAL DIMENSIONS
Name Adinath-8 Length, overall 2443 m
Type Steel Motor Tug Boat Beam, moulded 7.8 m
Built 1995 China Depth, moulded 3.18 m
Owner VMS Industries Limited Draft, moulded 2.15m
Flag Indian GRT 162 T
Port of Registry Mumbai NRT 48T
Official No. 3510
IMO No 8890920 BOLLARD PULL 15.2 TBP
Call Sign AUXR (as per IRS certificate)
Classification Indian Registry Shipping
SPEED / CAPACITY FUEL / F.W FIRE FIGHTING, SAFETY, RESCUE EQUIPMENT

Speed 10 knots Life Raft | 2 X 10 person
Fuel Oil Tanks S56m? International off Shore Coupling X 1
Fresh Water Tanks 23m’ As per Statutory Requirement

FUEL CONSUMPTION ANCHOR
60 Liters /Hours/Engine Fwd windlass connected to 2 anchors

5 ltrs /hour for auxiliary

Towing Hook fitted swl (40 T).

One unit hyd. Drive rope winch on Deck

ACCOMODATION

4 x single berth in two cabins, 6 x double tier berths, Total 10 persons

MACHINERY
Main Engines 2 x 600 BHP Cummins KTA 19-M3 @1800RPM Total 1200 BHP
Generators 2 X 12 KVA/3 phase/50 Hz/ Make Perkins Model 422 GM/ Hp 51164U (Air Cool)
Propellers FPP Kort Nozzles

NAVIGATION & COMMUNICATION

Magnetic Compass/VHF/RADAR/AIS/NAVATEX and others as per class
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We started the ship recycling activity during the financial year 2009-10 and purchased total 10 (Ten) ships for our
ship recycling activities till date, whose details are as under:

Sr. No. | Name of the Ship Weight (MT)
1. Loretta D 6150
2. Colomobo Star I1 5850
3. Madre 8150
4. Venus Gas 3912
5. Winco 2987
6. MT Mar 9653
7. Libra Gas II 3126
8. Annoula 9749
9. Kapadokia 11432
10. M V Green Neptunic 2420

Out of the above, we have already completed the dismantling process of seven ships mentioned under Sr. No. 1 to 7
and the vessels named Annoula and Kapadokia are under dismantling process. The vessel named M V Green
Neptunic is yet to arrive at our plot.
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The photographs of all the ten ships are as under:
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Loretta D
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MT Mar

M. V. Green Neptunic
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We are ISO 9001:2008, 1SO14001:2004, ISO 30000-2009 & OHSAS18001:2007 certified company for the Ship
Recycling and Offshore Business.

Business activities
Our present business mainly consists of two business segments:

1. Ship Recycling Activities
2. Offshore business activities & supporting services

Ship Recycling Activities:

Identification and acquisition of ship/vessel:

The owner of ship/vessel intends to sale the ship/vessel for demolition/recycling in the following situation(s):

1. Date of worthiness of ship/vessel in international market is going to expire.
When the ship/vessel had some major accident and cost of the repair is not affordable or unable to get revalidate
all certificates for redeploying it in operations.

3. Freight charges are non viable.

As and when any of above situation arises and the owner decides to sale the ship/vessel, the owner will give the
basic details of the ship/vessel to their prospective buyers who are known as cash buyers in international trade and
they will hand over the ship/vessel as soon as transaction is finalized. The cash buyers offer the details of the
ship/vessel to their brokers, who are mainly based at Mumbai and Bhavnagar in India. The said brokers circulate the
details of ship/vessels to the ship breakers. After receiving the details of the ship/vessel, we study and give a
tentative rate to the brokers.

We offer purchase price to the owner/broker after taking into consideration the following points:
Type of ship/vessel: Tanker, Container Carrier, Bulker, Passengers, Cattle Carrier, Car Carrier, etc.
Draft of ship/vessel

Country /Yard /Year of Built

The Shipping Company, who own and maintain the ship/vessel

Previous cargo history

Make and power of main engine, auxiliary engines, DG sets, Generators

Working propeller of bronze or MS

Spare propeller / tail is there or Not

Declared Oil, estimated % of non ferrous / wastage

Size /Expected date of delivery

Any removals from the ship/vessel or change in type of ship/vessel during its life
Market rate of plate, scrap, non ferrous

The present rare of US$ and future trends

Government Policies

Bg T EE Mo As o

On the basis of the information received from the owner/ broker, we quote their price and negotiates with the
owner/broker. Once the price matches with their expectation we finalizes the deal and signs a Memorandum of
Agreement (MOA).

Processing of Ship waste by Pollution Authorities:

There were few specified wastes which are taken away and handed over by us to Gujarat Enviro Process and
Infrastructure Limited (GEPIL), a semi government body for processing and disposal thereof. We are also paying
charges to GEPIL for the same
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Off-Shore Business (Tug and Speed Boat):

Towards our Off-shore Business, we purchased a Tug, a small boat, used in berthing and/or unearthing of large ship
which cannot reach to jetty due to low level of water, since large ship require deep level of water.

We have also purchased a Speed Boat in nature of surveillance boat patrolling in sea water at port. It has a capacity
to accommodate 8 persons and running at higher speed.

We have provided the Tug to Gujarat Maritime Board on time charter basis upto September, 2009 and now
deploying in open market for towing operation on day to day basis.

The Speed Boat has provided to Gujarat Maritime Board on time charter basis upto March, 2011. Thereafter, in the
month the of April 2011, the said Speed Boat was sold-out and hence as on date the company is not carrying on any
activity in this area..

Our Competitive Strengths
We believe that our key competitive strengths include the following:

e Experienced Promoters & Senior Management:
Our Promoters, having an operating track record of about two decades, are part of our senior management and
actively involved in the day to day operations of the company. They have strong relationship with the suppliers
and the customers. We have qualified, experienced and dedicated team and skilled workforce. Our promoters,
senior management with their experience in business will enable us to execute our projects successfully.

e Cordial Relationship between management and workers:
We enjoy cordial relations with our workers and there has been no labour union of workers. Further, there have
been no strikes, lock-outs or any labour protest in the past.

o Diversified client base:
We cater to various clients based in different geographical locations, and are from different industries. Our
strategy is to cater to a wider spectrum of customers, which insulates us from the risks associated with
dependency on any particular class and or limited industrial customers.

e Locational Advantage:
Our Ship Recycling plot is located at Alang-Sosiya Ship Breaking Yard, Sosiya Village, Bhavnagar. The
location has a very high inter-tidal gradient. This enables the ship to beach right at the shore during high tide
and when the tide recedes the ship stands almost at a dry-dock. This reduces the total working time on each
ship. Our plot also enjoys the benefit of relatively moderate rainfall and shelter from strong tides and winds and
also absence of rocks around the area. Well connectivity to the road and close proximity of Bhavnagar facilitate
us the efficient movement of our products.

e Tax Incentives:
Our shipping activities are covered under section 115V of Income Tax Act, 1961 of Tonnage Tax Scheme. Our
Tug is being eligible for the benefits under section 115V of Income Tax Act, 1961.Under this section, per day
deemed income will be calculated on the basis of net registered tonnage of vessel, irrespective of actual income.
Thus the average Income tax rate under this section will be approximately 1/10th of the Income Tax rates
prescribed under the Income Tax Rules.

Business Strategies
Our motto is to be a an efficient and cost-effective integrated yard for ship recycling and offshore business support

activities, catering to customers in India and abroad whilst at the same time placing India on the world map as a
major shipbuilding nation.

87



We are focusing our business growth strategy on the following elements:

Expanding the scale of operations and consolidating our position

We are planning to expand our ship recycling activity and off-shore supporting services. Our strategy is to
consolidate our position in Gujarat and penetrate across the country.

Human Resource Development

Our Company will continue the policy of training of the work force with adequate product knowledge, market
knowledge and above all the application of knowledge to the Industry. Our Company shall always focus on
narrowing the hierarchy for free and transparent two-way communication between management and employees for

better exchange of ideas, views and opinions for maintaining good competitive work atmosphere at all levels.

Our Products

In the process of our ship recycling, we derive various type of materials like steel, copper, plastic, etc. Brief details

of the same are as under:

;: Size Specifications Grade Applications
. . . Marine and can | Actual users from all over India come to
Different Main engine, .
. be used for Alang and purchase as per their
1 machines and | generators, motors . . . .
. industrial requirement. Some traders from Delhi and
motors and other machines .
purposes Mumbai are also regular buyers.
Non ferrous retrieved from recycling,
2 Different Non Ferrous Different gardes | copper retrieved from wire and cables,
and from propellers and machines.
. Profile is the plate which look like new
. Profile and semi . . .
3 Truck size Marine steel plates and used by fabricators, agriculture
MS plate )
equipments, manufacturers, etc.
4mm to 30 Rolling mills, fabricators and industrial
4 mm, size 3-6 | MS plate Marine steel users are using these plates for different
feet purposes.
0.5kgto . Scrap used by mini steel plant and
> 10kg MS Serap Marine scrap foundries for making ingot etc.
6 Not Specified Furmtur.e, electrical | Marine vyood Actual users are purchasing for their
etc (cabin) and furniture direct uses.
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Ship Recycling Process

The ship recycling process for a vessel/ship is typically divided into various stages:

Ship Beaching

l

Decontamination

l

Obtaining approvals from various
Government Departments for cutting

Ship Breaking Activity

l %
1 l

Steel, Non Ferrous Metal, Generate various types of Hazardous
Machinery, Wood, etc. / Non- Hazardous Waste
Dispatch Asl?estos Waste to A.sb.estos.
Handling Area after Solidification

l

Stored at Storage Facility Room

l

Dispatch to TSDF at Alang

Location

At present, our Company is carrying the ship-recycling activities at Plot No. 160M, Sosiya Ship Breaking Yard,
Sosiya Village, Talaja Taluka, Bhavnagar Dist, Gujarat, India. The said plot is suitable to accommodate ships
weighing upto 40,000 MT per year.

We believe that the strategic location of our Plot at Alang- Sosiya will provide us with significant advantages and
efficiencies, resulting in lower overheads and cost effectiveness.
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The advantages of our Plot are as follows:

e Alang has a very high inter-tidal gradient. This enables the ship to beach right at the shore during high tide
and when the tide recedes the ship stands almost at a dry-dock. This not only makes work easy but also
makes easy in terms of collecting the valuables and the waste items from the sand. Usually heavy items are
dropped into the sea-water during high tide and this minimizes damages.

e Due to high tidal gradient, larger ships can come straight into the shore. This reduces the total working time
on each ship.

e Since the beach is sandy, the heavy items do not sink in the mud and similarly the hazardous waste matter
such as paint and other heavy metal and other deposits do not leach into the soil.

e At Alang, due to the fact that ships are beached just on the threshold of the plot, dismantling takes place in
controlled conditions.

e  The rainfall is mild and work can be carried out throughout the year.

e Due to the relatively moderate rainfall and shelter from strong tides and winds and also because of the
absence of rocks around the area, the Alang yard can recycle smaller ships easily. Therefore, the numbers
of ships can be accommodated in this yard. In contrast, Gaddani in Pakistan and Chittagong in Bangladesh
have strong winds and strong tides respectively and hence they can only demolish very large vessels.
Chinese seacoast has typhoons all through the monsoon season and hence ship recycling cannot go
throughout the year in an uninterrupted manner.

Utilities

Raw Material

The principal raw material for the ship recycling activity is either old ships that are no longer capable of plying or
ships which have high maintenance costs.

The details of such ships are obtained from various brokers or agents residing in Bhavnagar / Mumbai and based
upon the various parameters, the rates are negotiated.

Equipments

We are having the following equipments at the Ship Recycling Plot:

S. No. | Particulars No. s
1. Crane of 20 MT 1
2. Winch 2
3. Chain Block 2 set
4. Wire Rope & Pulling Chain 2 set

If need arise for heavy lift crane, forklift, etc., for the recycling activity, the same are easily available on rent basis
and can be obtained as per the requirement. . We further intend to purchase some more equipment for our activities
amounting to I 520 lacs, the details of which are discussed under the head “Objects of the Issue” on Page 56 & 57 of
this RHP.

Towards the Offshore activity, we are having the Adinath — 8 Tug.
Fuel and Gas
During the process of ship recycling, we require the LPG gas & Oxygen gas. LPG gives flame and Oxygen is used

for pressure and force. Both mixes together give a sharp flame for cutting the steel. The requirement is met through
the local dealers and suppliers.
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Transportation

Our Company’s ship recycling plant location is well connected with all types of transportation and the brief details
are as under:

National Highway The site is on NH 8§

State Highway The site is well connected with State Highways

Railway Station The site is 70 Kms away from the Bhavnagar Railway Station.
Railway Siding Bhavnagar

Thus, the location of the site is advantageous to our company in transportation of our Products.
Power

The maximum power load (peak requirement) for plant and machinery and other ancillary activities is 7 KVA. Our
company sources the power from the Gujarat Electricity Board and we also have a standby generator of 15 KVA
for power back-up.

Water

The required water is available from GMB water supply and bore well, which is adequate to meet the requirement
and also has provisions for overhead water tank and underground water reservoir for water storage. The Drinking
water requirement is met through water tap connection. Additional requirement, if any, is met through Water
Tankers.

Environment Factors

Our ship recycling process involves effluent like solid, liquid and air pollution. All treatment process is in place to
keep the contents of effluent within the norms prescribed by GMB and valid consent letter are in possession. We are
complying with the Pollution Control Guidelines for our ship recycling yard.

Sales and Marketing

We believe that the experience of our promoters and management team will facilitate our marketing efforts. We plan
to develop a customer base consisting of both Indian and foreign companies. We expect to develop our network of
potential customers through various marketing efforts including sales visits, interaction with shipbrokers and
existing customer base, advertising and attendance at conferences and industry exhibitions and other public relations
activities.

Our Top Ten Customers for the nine month period ended 31.12.2010 includes:

S. No. Name of the Customer % to total
sales value

1 | Ahmed Steel 5.45
2 | Shanti Steel Traders 2.35
3 | H. K. Enterprise 2.11
4 | Global Marketing Systems Jlt. 2.05
5 | Mahalaxmi Tmt Private Limited 2.01
6 | Pure Gases Private Limited 1.76
7 | Varrsana Ispat Limited 1.53
8 | Rama Metsteel Industries Private Limited 1.38
9 | Shree Krishna Rolling Mills (Jaipur) Limited 1.33
10 | Joisar Steel 1.30
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Capacity and Capacity Utilization:

The table below sets out our installed capacity and utilization for the last two years:

Products 2008-09 2009-10

Ship Breaking @

Annual Capacity MT 40000 40000
Utilized Capacity MT NA 20160
% of Installed capacity utilized NA 67%
Off Shore: TUG $

Annual Installed Capacity (days) 190 360
Utilized Capacity (operational days) 187 229
% of Installed capacity utilized 98.42% 63.61%

@ GMB has given Possession and permission for utilization of plot from 3™ Dec, 2008. After possession, we
developed the same plot and created required infrastructure and beached our first vessel in May, 2009 and got
cutting permission in July, 2009.

$ First tug has been Imported from Singapore in July, 2008, which reached India on 10" Sep, 2008 and put to
use/hire after custom clearance etc from 20™ Sep, 2008.
Competition and Future Prospects

In ship breaking business, there are around 174 ship recycle plots. There is a minimum competition in purchasing
the old vessels/ships and we do not face much competition in selling our products.

In off shore business, there are number of players in the market and hence there is a competition in the chartering
business.

Employees

As on date, our Company has a total of 39 permanent employees.

While we consider our current labour relations to be good, there can be no assurance that we will not experience
future disruptions to our operations due to disputes or other problems with our work force, which may adversely
affect our business and results of operations.

In addition to a base salary and a performance linked variable pay, we provide a number of benefits to our
employees, such as reimbursement of medical expenses, housing or rent assistance, healthcare and retirement
benefits and uniform, etc.

Safety Norms of Workers

The ship breaking activity requires skilled labourers and therefore GMB has prescribed certain norms for safety of
workers. In view of this, we undertake to employ only workers who have cleared necessary training and holds valid
training certificate. In addition to above, the workers are provided necessary dresses, safety equipments and tools to
avoid any type injury during the course of their duties. The workers are also covered under insurance by taking

insurance policy (ies).

There were no human causalities in the past at our ship-recycling plot situated at Bhavnagar.
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Properties

The company is not having any freehold property and the details of leasehold properties are as under:-

Sr Details of Date of Asreement
N(; Particulars Agreement / Agreement gali d 6l Rent
) Deed / Sale Deed
Registered Office:
d . Agreement of
2 Floqr, Jain ngse, Lease between . < 10,000/-
Opp. Vitthalwadi, April 1,
1. Mrs. Sangeeta March 31,2013 | per
Bhavnagar-364 003, . 2010
. . Jain and the Month
Gujarat, India.
Company
Corporate Office:
B-1006, Nar-Narayan Agreement of
Complex, Near Swastik Char Lease between April 01 Not more than % 10,000/-
2. Rasta, Softech Design 25)11 ’ 11 months and per
Navrangpura, Ahmedabad, Private Limited twenty nine days | Month
Gujarat, India— 380009 and the Company
Ship Recycling Plot
ill(z)itnN-o S(l)glo 1::LShi Breakin Agreement to Upset
3 Yar ngOSi ayVilla pe & Utilize between | December March 16. 2012 premium @ 3
: o0StY &% GMB and the | 3, 2008 ’ 2051/- per sq,
Talaja Taluka, Compan mir
Bhavnagar Dist,Gujarat, India. ompany
Gas Division
Lease Deed
Plot No.J- 328,
4 Sihor-II Industrial Area/Estate of aﬁzt‘\zzxn(}(l}gs(e:s August 24, | Till the year Sg(%(/:_ learse z
' GIDC, Sihor,Bhavnagar Dist, ) 2000 2085 pe
- . (unit of the annum
Gujarat, India.
Company)

Note: Except Mrs. Sangeeta Jain ,none of the Lessors are related to the Promoters/Directors of the Company.

Insurance Policies

We maintain insurance against property damage caused by fire, flood, explosion and other artificial or natural
disasters that may result in physical damage to or destruction of our facilities, equipment and inventory. All policies
are subject to deductibles and coverage limitations. We also maintain or expect to maintain a range of commercial
general liability insurance, including mediclaim insurance for our employees. We also maintain Directors and
Officers Liability insurance, which excludes liability of the insurer in the event of a proposed or actual sale of
securities, whether debt or equity, by our Company. Such an exclusive event requires separate coverage, which our

Company has not yet obtained.

Details of insurance policies taken by the Company are as given below:

?{(’)’ Policy No Description lill;zﬂigiy ESE;? 210 %sured Pre(l%lum
1. | 212000/22/10/01/00000019 | Marine Hull | Tug Adinath-8 | 21-07-2011 5,00,00,000

Policy 62,595 per

Quarter

2. 1 063100/41/11/01/00000018 | Workmens Workmen (No. 13-04-2012 20,00,000 1,94,600

Compensati | of Employee

on (General) | 60)

Policy

Intellectual Property Rights

€ . . . .
As of the date of this Red Herring Prospectus, our logo ‘ WirH ’ is not registered. We have made an application for
the registration of the same with the Registrar of Trade Marks and registration is pending.
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KEY INDUSTRIAL REGULATIONS AND POLICIES

The following description is a summary of the relevant regulations and policies as prescribed by the Government of
India. The information detailed in this chapter has been obtained from publications available in the public domain.
The regulations set out below are not exhaustive, and is only intended to provide general information to the
investors and is neither designed nor intended to be a substitute for professional legal advice.

The Company is governed by various legislations as applicable to it. Some of the key regulations applicable to the
Company are summarised hereunder:

Environment Regulations

The Company is subject to laws and regulations concerning environmental protection, in particular, the discharge of
effluent water and solid particulate matter during the manufacturing processes. The principal environmental
regulations applicable to industries in India are the Air (Prevention and Control of Pollution) Act, 1981, Water
(Prevention and Control of Pollution) Act, 1974 and the Environment Protection Act, 1986.

1.1 Air (Prevention and Control of Pollution) Act, 1981

Air (Prevention and Control of Pollution) Act, 1981 inter alia aims for the prevention, control and abatement of
air pollution. It is mandated under Air (Prevention and Control of Pollution) Act, 1981 that no person can,
without the previous consent of the concerned State Board, establish or operate any industrial plant in an air
pollution control area.

1.2 Water (Prevention and Control of Pollution) Act, 1974,

Water (Prevention and Control of Pollution) Act, 1974 provides for the prevention and control of pollution and
for maintenance or restoration of the wholesomeness of water in streams or wells. This legislation also provides
for the constitution of a Central Pollution Control Board and respective State Pollution Control Boards. The
functions of the Central Board include coordination of activities of the State Boards, collecting data relating to
water pollution and the measures for the prevention and control of water pollution and prescription of standards
for streams or wells. This legislation debars any person from establishing any industry, operation or process or
any treatment and disposal system, which is likely to discharge trade effluent into a stream, well or sewer
without taking prior consent of the State Pollution Control Board. The Central and State Pollution Control
Boards constituted under the Water Pollution Act are also to perform functions as per the Air Pollution Act for
the prevention and control of air pollution.

1.3 Environment (Protection) Act, 1986 and Environment (Protection) Rules, 1986

Environment (Protection) Act, 1986 has been enacted for the protection and improvement of the environment.
The Act empowers the central government to take measures to protect and improve the environment such as by
laying down standards for emission or discharge of pollutants, providing for restrictions regarding areas where
industries may operate and so on. The central government may make rules for regulating environmental
pollution.

1.4 Gas Cylinders Rules, 2004
The Ministry of Commerce and Industry (Department of Industrial Policy and Promotion) has notified Gas
Cylinder Rules and as per provisions of said rules, the users of gas in cylinder have to comply various rules and
regulations.

Industries (Development and Regulation) Act, 1951, (IDRA)

Industries (Development and Regulation) Act, 1951, (IDRA) has been enacted to implement the industrial policy. It

provides for the development and regulation of major industries. IDRA envisages balanced industrial growth all
over India and optimum use of resources and infrastructure. The Act is applicable to the whole of India. IDRA is
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applicable to scheduled industries as given in the First Schedule to the Act. Section 29B (1) of IDRA authorizes
Central Government to exempt any industry or class of industries from any provision of the IDRA. Presently,
Central Government has exempted most of the industries from the provisions of licensing. There are only few
industries, which require license. License is not required for any other industry. Those industries, which are not
required to obtain license have to get themselves registered with SIA for Industrial Entrepreneurial Memorandum.

Labour Related Laws

31

3.2

33

34

3.5

3.6

Industrial Disputes Act, 1947 and Industrial Dispute (Central) Rules, 1957

Industrial Dispute Act, 1947 provides for the investigation and settlement of industrial disputes. It also contains
various provisions to prohibit strikes and lock-outs, declaration of strikes and lockouts as illegal and provisions
relating to lay-off and retrenchment and closure, Conciliation and adjudication of industrial disputes by;
Conciliation Officers, a Board of Conciliation, Courts of Inquiry, Labour Courts, Industrial Tribunals and a
National Industrial Tribunal.

Workman Compensation Act, 1923,

Workmen's Compensation Act, 1923 aims at providing financial protection to employees (for their dependents
in the event of fatal accidents) by means of payment of compensation by the employers, if personal injury is
caused to them by accidents arising out of and in the course of their employment. This Act makes it obligatory
for the employers brought within the ambit of the Act to furnish, to the State Governments/Union Territory
Administrations, annual returns containing statistics relating to the average number of workers covered under
the Act, number of compensated accidents and the amount of compensation paid.

Payment of Wages Act, 1936

Payment of Wages Act, 1936 contains provisions as to the minimum wages that are to be fixed by the
appropriate Governments for the employees, fixation and revision for the minimum wages of the employees,
entitlement of bonus to the employees, fixing the payment of wages to workers and ensuring that such payments
are disbursed by the employers within the stipulated time frame and without any unauthorized deductions.

Minimum Wages Act, 1948

The Minimum Wages Act, 1948 gives power to appropriate government (Central or State) to fix minimum
wages to be paid to the persons employed in scheduled or non scheduled employment and the concerned
employer is required to pay the minimum wages, fixed by the appropriate government. Such employer is also
required to maintain registers and exhibits giving the particulars of wages paid to employees.

Payment of Bonus Act, 1965

The Payment of Bonus Act, 1965 imposes statutory liability upon the employers of every establishment covered
under the Act to pay bonus to their employees. It further provides for payment of minimum and maximum
bonus and linking the payment of bonus with the production and productivity.

Employees’ Provident Funds and Miscellaneous Provisions Act, 1952.

It is applicable to the establishment employing more that 20 employees and as notified by the government from
time to time. All the establishments under the Act are required to be registered with the appropriate Provident
Fund Commissioner. Also, in accordance with the provisions of the

Act the employers are required to contribute to the employees’ provident fund the prescribed percentage of the
basic wages, dearness allowances and remaining allowance (if any) payable to the employees. The employee
shall also be required to make the equal contribution to the fund. As per the provision of the Act, employers are
to contribute 12% of the basic wages, dearness allowances and remaining allowances (if any) payable for the
time being to the employees.
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3.7 Employees’ State Insurance Act, 1948

All the establishments to which the ESI Act applies are required to be registered under the Act with the
Employees State Insurance Corporation. The Act requires all the employees of the establishments to which the
Act applies to be insured in the manner provided under the Act. Employer and employees both are required to
make contribution to the fund. The return of the contribution made is required to be filed with the ESI
department.

3.8 The Contract Labour (Regulation and Abolition) Act, 1970 (the “CLRA”)

The CLRA requires establishments that employ or have employed on any day in the previous 12 months, 20 or
more workmen as contract labour to be registered and prescribes certain obligations with respect to the welfare
and health of contract labour. The CLRA places an obligation on the principal employer of an establishment to
which the CLRA applies to make an application for registration of the establishment. In the absence of
registration, contract labour cannot be employed in the establishment. Likewise, every contractor to whom the
CLRA applies is required to obtain a license and not to undertake or execute any work through contract labour
except under and in accordance with the license issued. To ensure the welfare and health of contract labour, the
CLRA imposes certain obligations on the contractor including the establishment of canteens, rest rooms,
washing facilities, first aid facilities, and provision of drinking water and payment of wages. In the event that
the contractor fails to provide these amenities, the principal employer is under an obligation to provide these
facilities within a prescribed time period.

3.9 Trade Union Act, 1926.

Provisions of the Trade Union Act, 1926 provides that any dispute between employers and workmen or between
workmen and workmen, or between employers and employers which is connected with the employment, or non
employment, or the terms of employment or the conditions of labour, of any person shall be treated as trade
dispute. For every trade dispute a trade union has to be formed. For the purpose of Trade Union Act, 1926,
Trade Union means combination, whether temporary or permanent, formed primarily for the purpose of
regulating the relations between workmen and employers or between workmen and workmen, or between
employers and employers, or for imposing restrictive condition on the conduct of any trade or business etc.

Shops and Establishment Act

The respective State Governments have the power to make laws on the subject matter. In exercise of these powers,
various State Governments have enacted the shops and establishments act which is applicable to the shops and
commercial establishments within the respective states as may be specified by the Government. Each state has its
own legislation on shops and establishments which lay down inter alia, guidelines for regulating the hours of work,
payment of wages, leave holidays, terms of service, overtime and other conditions of work of persons employed in
shops, commercial establishments etc. and to discourage the malpractices by employers towards their employees.
The Gujarat Shops and Establishment Act, 1958 governs the company as the company is having its registered office
in the State of Gujarat.

Tax Related Legislations

5.1 Excise Regulations
The Central Excise Act, 1944 seeks to impose an excise duty on excisable goods which are produced or
manufactured in India. The rate at which such a duty is imposed is contained in the Central Excise Tariff Act,
1985. However, the Indian Government has the power to exempt certain specified goods from excise duty by

notification. Steel products are classified under Chapter 72 of the Central Excise Tariff Act and presently attract
an ad-valorem excise duty at the rate of 10 % and also an education cess of 2% over the duty element.
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5.2 Value Added Tax

The levy of Sales Tax within the state is governed by the VAT Act and Rules of the respective states. VAT has
resolved the problem of Cascading effect (double taxation) that were being levied under the hitherto system of
sales tax. Under the current regime of VAT the trader of goods has to pay the tax (VAT) only on the Value
added on the goods sold. Hence VAT is a multi-point levy on each of the entities in the supply chain with the
facility of set-off of input tax- that is the tax paid at the stage of purchase of goods by a trader and on purchase
of raw materials by a manufacturer. Only the value addition in the hands of each of the entities is subject to tax.
Periodical returns are required to be filed with the VAT Department of the respective States by the Company.

5.3 Income Tax Act, 1961

Income Tax Act, 1961 is applicable to every Domestic / Foreign Company whose income is taxable under the
provisions of this Act or Rules made under it depending upon its “Residential Status” and “Type of Income”
involved. U/s 139(1) every Company is required to file its Income tax Return for every Previous Year by 31st
October of the Assessment Year .Other compliances like those relating to Tax Deduction at Source, Fringe
Benefit Tax, Advance Tax, Minimum Alternative Tax and like are also required to be complied by every
Company.

5.4 Customs Act, 1962

The provisions of the Customs Act, 1962 and rules made there under are applicable at the time of import of
goods i.e. bringing into India from a place outside India or at the time of export of goods i.e. taken out of India
to a place outside India. Any Company requiring to import or export any goods is first required to get it
registered and obtain an IEC (Importer Exporter Code).

5.5 Central Sales Tax Act, 1956

In accordance with the Central Sales Tax Act, every dealer registered under the Act shall be required to furnish
a return in Form I (Monthly/ Quarterly/ Annually) as required by the State sale Tax laws of the assessee
authority together with treasury Challan or bank receipt in token of the payment of taxes due.

Indian Boiler Act, 1923

The Indian Boilers Act, 1923 was enacted with the objective to provide mainly for the safety of life and property of
persons from the danger of explosions of steam boilers and for achieving uniformity in registration and inspection
during operation and maintenance of boilers in India. "Steam Boiler" means any closed vessel exceeding 22.75 liters
which is used exclusively for generating steam under pressure and includes any mountings and other fittings
attached to such vessel which is wholly or partly under pressure when steam is shut off. Every boiler owner is
required to make an application to the Chief Inspector of Boilers for the inspection of the boiler along with the
treasury challan of the requisite fees as per requirements of Indian Boilers Act, 1923.

Factories Act, 1948

As per the applicable provisions of the Factories Act, 1948 (“Factories Act”), read along-with the Rules framed
there under, no person can operate a factory till such time it has obtained a license from the designated authorities
under the Factories Act. Generally, registration/license under the said Factories Act is issued on yearly basis and is
required to be renewed annually. Factories Act, is a central law which primarily regulates working conditions of
workers in factories and to ensure that basic minimum requirements for the safety, health and welfare of factory
workers is provided. The Act also regulates the working hours, leave, holidays, overtime, employment of children,
women and young person’s etc. The Factories Act is applicable to all ‘factories’.

Gujarat Maritime Board Act, 1981

The aforesaid State Act applies to the State of Gujarat and a Board names as Gujarat Maritime Board has been
established under this Act to control and manage port related activities and ship recycling activities. The Board is
empowered to issue regulation for operations of ship recycling activities.
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HISTORY AND CERTAIN CORPORATE MATTERS

History of our Company

Our Company was originally incorporated as ‘Varun Management Services Private Limited” on December 2, 1991
under the Companies Act, 1956 at Bhavnagar vide Certificate of incorporation bearing Registration Number 04-
16714 of 1991-92 issued by the Registrar of Companies, Gujarat, Dadra & Nagar Haveli (‘ROC’). The name of our
Company was changed to “VMS Industries Private Limited’ vide fresh Certificate of Incorporation dated May 22,
2007 to reflect the activities to be undertaken by the Company. Subsequently our Company was converted into a
public limited company and its name was changed to ‘VMS Industries Limited’ vide fresh Certificate of
Incorporation dated January 29, 2010.

Changes in Registered Office of our Company

Date From To

January 3, 2005

604-A, Sir Pattani Road, Near Crescent,
Bhavnagar-364001, Gujarat.

Above Honda Activa Showroom, , Opp.
Vitthalwadi, Bhavnagar-364003, Gujarat

October 1, 2005

Above Honda Activa Showroom, Opp.
\Vitthalwadi,
Bhavnagar-364003, Gujarat

A-201, Premium House,
Near Gandhigram Railway Station,
Ellisbridge, Ahmedabad- 380006 , Gujarat.

IA-201, Premium House, B-404, Ashwari Towers,

April 10, 2008

INear Gandhigram Railway Station,
Ellisbridge, Ahmedabad- 380006 Gujarat.

Behind Wide Angle,
Satellite, Ahmedabad-380015, Gujarat.

August 7, 2008

B-404, Ashwari Towers,
Behind Wide Angle,

2" Floor, Jain House,
Opp. Vitthalwadi,

Satellite, Ahmedabad- 380015, Gujarat. Bhavnagar-364003, Gujarat.

Major Events and Milestones of our Company

Year Key Events

1991 Incorporation of the Company

2008 Acquisition of Plot in Alang- Sosiya through Auction from GMB

2008 Entered into a Charter Agreement with GMB for Tug named ADINATH — 8

2009 Entered into a Charter Agreement with GMB for Speed Boat named KALPTARU

2009 Commencement of Ship Recycling Activity

2010 Receipt of ISO 9001:2008 Certification, ISO 14001:2004 Certification & OHSAS 18001:2007
Certification from URS Certification Limited

Main Objects of our Company:

The main objects of the company as contained in Memorandum of Association are:

1.

To carry on the profession as consultants in all of its aspects in the areas of:

1) Engineering, electrical, electronics, technical and mechanical engineering, designing, drawing, planning
construction, mining, pollution, automobiles, metallurgy, chemicals, aviation fabrication, food
preservation, refrigeration and air-conditioning, valuation, softwares and turnkey projects.

ii) Standardisation, data collection, tabulations, analysis and interpretation, costing, cost controls, training and
employment of manpower, employment of materials and machineries, marketing, advertising, publicity,
organization methods and development and system development.

iii) Consultancy in the line of accountancy, taxation, excise, administration, legal, subsidies, grants,
licences, quotas, permits, know-how, agreements, stock-broking and other areas such as financial
management.

iv) Procurement and/or soliciting the business of Life/General Insurance and/or to act as an agent or Corporate
Agent of any Life/General Insurance Company in India or elsewhere in the world.
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2. To carry on the business of development of computer softwares and computer peripherals, hardware’s,
computer parts, and application thereof and to do the business of data processors.

3. To acquire and takeover any business or undertaking carried on, upon or in connection with/ without land or
building which the company may desire to acquire as aforesaid or become interested in and the whole or any of
the assets and liabilities of such business or undertaking and to carry on the same or to dispose or remove or put
an end thereto.

4. To undertake and carry on the trade and business of shippers, ship owners, ship-breakers, shipping agents, ship
managers, tug owners, loading brokers, freight contractors, barge owners, lighter-men, dredgers and forwarding
agents, engineers, ship store merchants, ship husbands, stevedores, salvors, ship builders and ship repairers and
to carry on business of breaking, cutting, dismantling of ship, streamers, trailers, stream launches, ocean going
vessels, plying on water either by company itself or through other arrangements whether on contract or job
work basis.

5. To carry on business as producers, manufacturers, processors, converters, refiners, makers, bottlers, stockiest,
dealers, importers, retailers, agents, buyers or sellers of oxygen, acetylene, ammonia, carbon dioxide, nitrogen,
hydrogen, helium and other types and kind of gases required for or used in industrial, agriculture, clinics,
hospitals, refrigeration, aviation, transport, vehicles, space rockets and crafts, communication objects and
media, power plants, domestic or public lighting, heating, cooling or cooking purpose, lighters, plants producing
water chemicals or fuels, pesticide, defence or welfare establishments, horticulture, forest or plant protection
and growth and other allied purposes and to service, repair, manufacture, market or deal in machineries, plant,
spare, cylinders, containers, gadgets, appliances and accessories required for working or using or producing any
of such gases and products

Amendments to our Memorandum / Articles of Association

The amendments in our Memorandum and Articles of Association, apart from the changes in the Authorised Share
Capital of the company are as follows:

;l(;' Changes in Memorandum of Association of the Company Date of General Meeting
1. | Change in the Main Objects by considering the clause 1 & 2 of the August 29, 1994
Objects Incidental or Ancillary to Attainment of the Main Objects and
Clause 9 of the Other Objects
2. | Change in the Main Objects by substituting sub-clause (iii) of Clause March 26, 2002
No. 1
3. | Change in the Main Objects by substituting sub-clause (iii) of clause February 23, 2004
No. 1 and inserting a new sub-clause No. (iv) to Clause No. 1
4. | Change in the Main Objects by substituting Clause No. 4 January 3, 2005
5. | Change of name of the Company from ‘Varun Management Services
Private Limited’ to “VMS Industries Private Limited’ January 22, 2007
6. | Change of name of the Company from ‘VMS Industries Private
Limited’ to ‘“VMS Industries Limited’ December 31, 2009

Subsidiaries of the Company:
As of the date of filing this Red Herring Prospectus with SEBI, we have no subsidiaries.
Collaboration

Our Company has not entered into any collaboration with any third party as per regulation (VIII) (B)(1)(c) of part A
Schedule VIII of SEBI Regulations.
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Shareholders’ Agreement
There is no Shareholders’ Agreement existing as on date of filing this Red Herring Prospectus.
Other Agreements

Except the Contracts /Agreements entered into in the ordinary course of the business carried on or intended to be
carried on by our Company, our Company has not entered into any other Agreement / Contract.

Financial / Strategic Partners

There is no financial or strategic partner in our business.
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OUR MANAGEMENT

As per the Articles of Association, the number of Directors of the Company shall not be less than three and unless
otherwise determined by the Company in General Meeting not more than twelve. Our Company is currently
managed by the Board of Directors, comprising of 6 Directors. The Board of Directors who sets policy guidelines
and the other Key Personnel are responsible for day to day management of the company.

The following table sets out the current details regarding our Board as on the date of the filing of this Red Herring

Prospectus:

Name, Father’s Name, Age,
Address, Occupation, Designation,
Status, Nationality & DIN

Date of Appointment
and period of
appointment

Qualification

Other Directorships

Mr. Ajit Kumar Jain

S/e Mr. Bhajanlal Jain

Age: 76 Years

Address: 1, Sangat Apartment,
Plot No. 2231/A,

Waghawadi Road,
Bhavnagar-364002.
Occupation: Business
Designation: Managing Director
Status: Executive & Non-
Independent Director
Nationality : Indian

DIN: 00114766

September 5, 2005
Re-appointed as
Managing Director for a
period of five years from
February 15, 2010 to
February 14, 2015.

Mr. Manoj Kumar Jain

S/e Mr. Ajit Kumar Jain

Age: 48 Years

Address: B-404, Asavari Tower,
Behind Fun Republic, SG Highway,
Satellite, Ahmedabad-380015.
Occupation : Business
Designation: Director

Status: Non-Executive & Non-
Independent Director
Nationality : Indian

DIN: 02190018

April 1, 2008
Liable to retire by rotation

Chartered
Accountant

Mrs. Sangeeta Jain

D/o of Mr. GirrajKishor Agrawal
Age: 42 Years

Address: B-404, Asavari Tower,
Bhd. Fun Republic, SG Highway,
Satellite, Ahmedabad-380015.
Occupation : Business
Designation: Whole Time Director
Status: Executive & Non-
Independent Director
Nationality : Indian

DIN: 00125273

December 2, 1991
Re-appointed as Whole-
time Director for a period
of five years from
February 15, 2010 to
February 14, 2015.

Mr. Hitesh Loonia

S/o Mr. Surendra Loonia
Age: 26 Years

Address: AF/22, Rushika
Apartment, Opp. Sujata Flats,

December 30, 2009
Liable to retire by rotation

Chartered
Accountant,
Cost
Accountant,
Company
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Name, Father’s Name, Age,
Address, Occupation, Designation,
Status, Nationality & DIN

Date of Appointment
and period of
appointment

Qualification

Other Directorships

Shahibaug, Ahmedabad-380004.
Occupation: Profession
Designation: Director

Status: Non Executive &
Independent

Nationality : Indian

DIN: 02906216

Secretary
(Executive
Programme)

Mr. Pranav Parikh

S/o Mr. Vinaykant Parikh
Age: 50 Years

Address: Parishram, 26/B/,
Shreeji Virnagar Society,
Nava Vadaj Road,
Ahmedabad-380013.
Occupation : Profession
Designation: Director
Status: Non Executive &
Independent

Nationality : Indian
DIN: 02906210

December 30, 2009
Liable to retire by rotation

B.E. (Civil),
M.LE.

Mr. Bakul Mehta

S/o Mr. Kishanlal Mehta
Age: 57 Years

Address: G/3, Samyak Flat,
Diamond Chowk,
Bavnagar-364001, Gujarat.
Occupation : Service
Designation: Director
Status: Non Executive &
Independent

Nationality : Indian

DIN: 02902485

December 30, 2009
Liable to retire by rotation

B. Com

Note: None of the above mentioned Directors are on the RBI List of wilful defaulters as on the date of the Red

Herring Prospectus.

Further, neither our Company nor our Promoters, persons forming part of our Promoter Group, Directors or persons

in control of our Company are debarred from accessing the capital market by SEBI.

None of the Promoters, Directors or persons in control of our Company, has been or is involved as a promoter,
director or person in control of any other company, which is debarred from accessing the capital market under any
Order or Directions made by the SEBI.

There is no arrangement or understanding with major shareholders, customers, suppliers or others, pursuant to which

any of the above mentioned Directors was selected as director or member of the senior management.

Our Directors have not entered into any service contracts with our Company providing for benefits upon termination

of employment.
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Brief Profile of our Directors

Mr. Ajit Kumar Jain (76 years, is the Managing Director of the Company. He has completed his graduation in Arts
faculty. He is having around 50 years of experience in various segments of the ship related activities, Automobiles
and Transport. He started his business in the year 1958 by joining as partner in M/s Jain Roadways , Kanpur which
was engaged in the Transportation activities. He has diversified his business activities in the year 1966 and entered
into the manufacturing and trading of consumer items and supplied to various government and semi — government
department. In the year 1994, he has shifted to Bhavnagar and set up one rolling mill and also joined the Company
as a director . He was handling various activities of the company since 1994 in various capacities. Presently he is
looking after day to day recycling activities carried out at Alang Recycling Plot

Mr. Manoj Kumar Jain (48 years) is the Director of the Company. He is a Member of ICAI He is having over 10
years of experience in various fields such as finance, taxation consultancy and ship recycling and off shore Industrial
and other business activities. He is also partner in M/s Jain Seth & Co., Chartered Accounts. He is examining and
advising on Purchase of Old ships and finalises the deals with the suppliers. He is also guiding on off shore activities
and is arranging finance for the business of the company. He plays a major role in providing strategic guidance to
our Company. He will be supervising the functional heads and responsible for the overall operation and growth of
our Company.

Mrs. Sangeeta Jain (42 years) is the Whole Time Director of the Company. She holds a Master degree in Arts from
C.S.J.M. University, Kanpur. She is having around 19 years of experience in the areas of administration and
marketing. She is associated with our Company since its incorporation. She is in-charge of administration and
liaisoning functions. She is also partner in M/s Eternal Automobiles from July 2002 and is looking after overall
activities of said partnership firm engaged as Dealer of Honda Motorcycle and Scooter India Pvt. Ltd.

Mr. Hitesh Loonia (26 years) has been on the Board of Directors of the company since December 30, 2009. He is a
qualified Chartered Accountant, Cost & Work Accountant and Company Secretary (Executive). He is a having
around 1 year of experience in the areas of Finance, Taxation, Accounts and Auditing. He has qualified his
educational course of Chartered Accountancy in June 2009 and has been in practice since last one year.

Mr. Pranav Parikh (50 years) has been on the Board of Directors of the company since December 30, 2009. He is
qualified B.E. (Civil) and M.LE.. He is having around 22 years of experience in the field of Consultancy and Civil
Engineering. He is doing his own profession activities as approved valuer and Chartered Engineers since 1999 and
onwards. Prior to this, he was engaged in construction activity as engineer and consultant.

Mr. Bakul Mehta (57 years) has been on the Board of Directors of the company since December 30, 2009. He is
having a Bachelor Degree from Saurashtra University and has over 25 years of experience in the field of Marketing.
Prior to the year 2009, he was engaged with Shree Enterprise, Bhavnagar where he was looking at Human Resource
Department, Process Department , etc.

Relationship of our Directors with the Promoter/ Promoter Group

Name of the Director Relationship of Directors with the Promoter/ Promoter Group
Promoter, Son of Mr. Ajit Kumar Jain and Husband of Mrs.

Sangeeta Jain

Promoter, wife of Mr. Manoj Kumar Jain and Daughter in-law of Mr.
Ajit Kumar Jain

Promoter, Father of Mr. Manoj Kumar Jain and Father-in-law of Mrs.
Sangeeta Jain

Mr. Manoj Kumar Jain

Mrs. Sangeeta Jain

Mr. Ajit Kumar Jain

Except above, none of our Directors are related to each other.
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Borrowing Powers of Board of Directors
The borrowing powers of our Directors are regulated by Article of Association of the company.

The Board of Directors of our Company has power to borrow up to I 250 crores as per the members’ resolution
passed in the EGM of our Company held on February 3, 2010. The extract of the resolution of our Company
authorizing the Board’s borrowing powers is given herein below:

“RESOLVED THAT pursuant to the provisions of section 293(1)(d) of the Companies Act, 1956 (including any
statutory modification and re-enactment thereof for the time being in force) and the Article of Association of the
Company, the consent of the members of the Company be and is hereby accorded to the Board of Directors of the
Company for borrowing from time to time any sum or sums of monies, as may be considered fir for the business of
the Company and on such terms and conditions as it may deem fit and expedient in the interest of the Company,
notwithstanding that monies borrowed together with the monies already borrowed by the Company (apart from
temporary loans obtained or to be obtained from the Company’s bankers in the ordinary course of business) may
exceed the aggregate of the paid up capital of the Company and its free reserves (that is to say, reserves not set apart
for any specific purpose) provided that the maximum amount of monies so borrowed by the Company shall (apart
from temporary loans obtained or to be obtained from the Company’s bankers in the ordinary course of business)
and outstanding at any given point of time, not at any time exceed I 250 Crores (Rupees Two Hundred Fifty Crores
only)”

Remuneration details of Directors:
a) Remuneration details of our Managing Directors/ Whole Time Directors:

Mr. Ajit Kumar Jain, Managing Director

Mr. Ajit Kumar has been appointed the Managing Director of the Company with effect from 15.02.2010 for a
period of five years, as approved by our Remuneration Committee at its Meeting held on February 4, 2010.
The remuneration payable to him as a Managing Director determined as ¥ 25,000/~ per month.

In addition to the salary, Mr. Ajit Kumar, shall be entitled to receive the following other perquisite or

allowance or benefits:

a) Reimbursement of travelling and out of pocket expenses in accordance with the rules of the Company.

b) Entitled to use an automobile selected by the Company with driver when performing his duties as
Managing Director of the Company as well as for private purpose in India. The cost associated with such
automobile, including fuel and maintenance expense, shall be on the Company’s account. Any income tax
levied on the personal use of the Company car shall be born by him.

c¢) Entitled to his annual leave during the course of employment as per the Rules of the Company. Generally,
such annual leave must be taken within the current calendar year.

d) In the event of be unable, due to sickness or accident or other incapacity, to discharge the duties being
performed by him, leave of One month in a Calendar year shall be available to him.

e) Entitled to enhancement, at the end of the tenure, of any earned leave not availed by him at the rate of last
drawn salary.

f) On the ending of the company, as per the Gratuity Act, be entitled to 15 days base salary for every year of
service.

Mrs. Sangeeta Jain, Whole Time Director

Mrs. Sangeeta Jain has been appointed the Whole Time Director of the Company with effect from 15.02.2010
for a period of five years, as approved by our Remuneration Committee at its Meeting held on February 4,
2010. The remuneration payable to her as a Whole Time Director determined as ¥ 1,00,000/- per month.

In addition to the salary, Mrs. Sangeeta Jain, shall be entitled to receive the following other perquisite or
allowance or benefits:

a) Reimbursement of travelling and out of pocket expenses in accordance with the rules of the Company.
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b) Entitled to use an automobile selected by the Company with driver when performing his duties as Whole
Time Director of the Company as well as for private purpose in India. The cost associated with such
automobile, including fuel and maintenance expense, shall be on the Company’s account. Any income tax
levied on the personal use of the Company car shall be born by her.

c) Entitled to her annual leave during the course of employment as per the Rules of the Company. Generally,
such annual leave must be taken within the current calendar year.

d) In the event of be unable, due to sickness or accident or other incapacity, to discharge the duties being
performed by him, leave of One month in a Calendar year shall be available to him.

e) Entitled to enhancement, at the end of the tenure, of any earned leave not availed by him at the rate of last
drawn salary.

f) On the ending of the company, as per the Gratuity Act, be entitled to 15 days base salary for every year of
service.

b) Remuneration details of our non-executive and Independent Directors
We have not entered into any formal arrangements with our Non-Executive Directors. There are no other
payments made to them apart from their sitting fees for attending meetings of the Board or Committee and
reimbursement of travelling and other incidental expenses, if any.

Shareholding of Directors in our Company

Our Articles do not require the Directors to hold any qualification shares in our Company.

Save and except, as disclosed below, none of our Directors have any shareholding in our Company.

Name of the Director No. of Equity Shares
Mr. Manoj Kumar Jain 61,68,100
Mrs. Sangeeta Jain 22,92,264
Mr. Ajit Kumar Jain 1,00,000
Mr. Hitesh Loonia 5,000

Details of service contracts

There are no service contracts entered into with any Directors for provision of benefits or payments of any amount
upon termination of employment.

Interests of Directors (Other than the Promoter Directors)

All Directors of the Company may be deemed to be interested to the extent of fees, if any, payable to them for
attending meetings of the Board or a Committee. The Managing Director and Whole Time Director will be
interested to the extent of remuneration paid to them for services rendered by them as officer of the Company. All
our directors may also be deemed to be interested to the extent of Equity Shares, if any, already held by them or
their relatives in the Company, or that may be subscribed for and allotted to them, out of the present Issue in terms
of the RHP and also to the extent of any dividend payable to them and other distributions in respect of the said
Equity Shares.

None of our Directors, other than the Promoters who are Directors, are interested in the promotion of our Company.

Except as stated in ‘Related Party Transactions’ on page 142 of this RHP, our Directors do not have any interest in
any property acquired by our company in a period of two years before filing this RHP with SEBI or proposed to be
acquired by us as on date of filing this RHP with SEBI.

Our Company has not entered into any contract, agreements or arrangements during the preceding two years from
the date of the Red Herring Prospectus in which the directors are interested directly or indirectly and no payments
have been made to them in respect of these contracts, agreements or arrangements or are proposed to be made to
them except in case of Executive Director.
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The Articles of Association provide that the Directors and officers shall be indemnified by our Company against loss
in defending any proceeding brought against Directors and officers in their capacity as such, if the indemnified
Director or officer receives judgment in his favour or is acquitted in such proceeding.

Changes in the Board of Directors in the last 3 years

The following are the changes in the Board of Directors of the Company in the last three years preceding the date of
filing the Red Herring Prospectus.

Date of Date of
Sr. No. Name Appointment Cessation Remarks

1. Mr. Amit Kumar Trivedi | January 17, 2008 October 14, 2008 | Resigned due to pre-
occupation

2. Mr. Manoj Kumar Jain April 1, 2008 - Appointment as  an
Additional Director

3. Mr. Dineshchand Jain June 30, 2008 April 2, 2009 Resigned due to pre-
occupation

4. Mr. Vicky Jain October 1, 2008 December 1,2009 | Resigned due to pre-
occupation

5. Mr. Hitesh Loonia December 30, 2009 - Appointment as  an
Additional Director

6. Mr. Pranav Parikh December 30, 2009 - Appointment as  an
Additional Director

7. Mr. Vijay Bhushan Gulati | December 30, 2009 | February 15,2010 | Resigned and joined
company as a CEO

8. Mr. Bakul Mehta December 30, 2009 - Appointment  as  an
Additional Director
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CORPORATE GOVERNANCE

The provisions of the Listing Agreement to be entered into with the Stock Exchange with respect to Corporate
Governance and the SEBI (ICDR) Regulations, 2009 in respect of Corporate Governance, would become applicable
to the Company at the time of seeking in-principle approval for listing of our Company’s equity shares with the
Stock Exchange. The Company has complied with such provisions, including with respect to the appointment of
Independent Directors to the Board and the constitution of the committees of the Board such as the Audit
Committee, the Remuneration Committee and the Shareholders/Investors Grievance Committee. The Company
undertakes to take all necessary steps to comply with applicable requirements on Corporate Governance and adopt
the Corporate Governance Code as specified under Clause 49 of the listing agreement to be entered into with the
Stock Exchange.

Committees of the Board of Directors
The Board of Directors of our Company has an optimum combination of executive and non-executive Directors as

envisaged in Clause 49 of the Listing Agreement. Our Board has 6 Directors, out of which 3 i.e. not less than 50%
are Independent Directors in accordance with the Listing Agreement of the Stock Exchange.

Sr. No. | Name of the Director Designation Category
1. Mr. Ajit kumar Jain Managing Director Executive & Non-Independent
2. Mr. Manoj Jain Director Non-Executive & Non-Independent
3. Mrs. Sangeeta Jain Whole time Director Executive & Non-Independent
4. Mr. Hitesh Loonia Director Non-Executive & Independent
5. Mr. Pranav Parikh Director Non-Executive & Independent
6. Mr. Bakul Mehta Director Non-Executive & Independent

There is no service contract between our Company and its Non Executive Directors.
Audit Committee

The Audit Committee, pursuant to the provisions of Section 292A of the Companies Act, was constituted by the
Board of Directors at a meeting held on 4™ February, 2010.

The terms of reference of Audit Committee comply with the requirements of Clause 49 of the Listing Agreement,
which will be entered into with the Stock Exchanges in due course.

The constitution of the Audit Committee is as follows:

Sr. No. Name of the Director Designation Category
1 Mr. Hitesh Loonia Chairman cum Member | Non-Executive & Independent
2 Mr. Ajit Kumar Jain Member Executive & Non Independent
3 Mr. Pranav kumar Parikh | Member Non-Executive & Independent

The Company Secretary shall act as a Secretary of the Audit Committee.

Terms of Reference:
i.  Overseeing the Company’s financial reporting process and the disclosure of its financial information to
ensure that the financial statement is correct, sufficient and credible.
ii. Recommending to the Board, the appointment, re-appointment and, if required, the replacement or removal
of the statutory auditor and the fixation of audit fees.
iii.  Approval of payment to statutory auditors for any other services rendered by the statutory auditors.
iv.  Appointment, removal and terms of remuneration of internal auditors
v. Reviewing, with the management, the annual financial statements before submission to the Board for
approval, with particular reference to:
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Vii.

viii.
iX.

XI.
Xil.
Xiii.
X1V.
XV.
XVI.
XVil.

XViil.

Matters required to be included in the Director’s Responsibility Statement to be included in the Board’s
report in terms of clause (2AA) of Section 217 of the Companies Act 1956;

Changes, if any, in accounting policies and practices and reasons for the same;

Major accounting entries involving estimates based on the exercise of judgment by management;
Significant adjustments made in the financial statements arising out of audit findings;

Compliance with listing and other legal requirements relating to the financial statements;

Disclosure of any related party transactions;

Qualifications in the draft audit report.

Reviewing, with the Management, the quarterly financial statements before submission to the Board for
approval.

To monitor the utilisation of proceeds of the proposed initial public offering of the Company and any other
issue of shares of the Company, reviewing the report submitted by monitoring agency, if any, and to make
appropriate recommendations to the Board in this regard.

Monitoring the use of the proceeds of the proposed initial public offering of the Company.

Reviewing, with the management, performance of statutory and internal auditors, and adequacy of the
internal control systems.

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.

Discussions with internal auditors on any significant findings and follow up thereon.

Reviewing internal audit reports and adequacy of the internal control systems.

Reviewing management letters / letters of internal control weaknesses issued by the Statutory Auditors.
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.

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.

To look into the reasons for substantial defaults in the payment to the depositors, debenture holders,
shareholders (in case of nonpayment of declared dividends) and creditors.

To review the functioning of the whistle blower mechanism, when the same isadopted by the Company and
is existing.

Carrying out any other function as may be statutorily required to be carried out by the Audit Committee.

Remuneration Committee

The Remuneration Committee was constituted by the Board of Directors at a meeting held on 4™ February, 2010.

The terms of reference of Remuneration Committee comply with the requirements of Clause 49 of the Listing
Agreement, which will be entered into with the Stock Exchanges in due course.

The constitution of the Remuneration Committee is as follows:

Sr. No. Name Designation Category
1. Shri Hitesh Loonia Chairman Non - Executive & Independent
Shri Bakul Mehta Member Non - Executive & Independent
3. Shri Pranavkumar Parikh | Member Non - Executive & Independent

The Company Secretary shall act as a Secretary of the Remuneration Committee.

Terms of Reference

1.

il.

To decide and approve the terms and conditions for appointment of Executive Directors and/ or Whole-time
Directors and Remuneration payable to other Directors and matters related thereto.

To recommend to the Board, the remuneration packages of the Company’s Managing/Joint Managing/
Deputy Managing/Whole time / Executive Directors, including all elements of remuneration package (i.e.
salary, benefits, bonuses, perquisites, commission, incentives, stock options, pension, retirement benefits,
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iii.

1v.

details of fixed component and performance linked incentives along with the performance criteria, service
contracts, notice period, severance fees etc.);

To be authorised at its duly constituted meeting to determine on behalf of the Board of Directors and on
behalf of the shareholders with agreed terms of reference, the Company’s policy on specific remuneration
packages for Company’s Managing/Joint Managing/ Deputy Managing/ Whole-time/ Executive Directors,
including pension rights and any compensation payment;

To implement, supervise and administer any share or stock option scheme of the Company.

Shareholders / Investors Grievance Committee

The Shareholders’ / Investors’ Grievance Committee, in compliance with Clause 49 of the Listing Agreement, was
constituted by the Board of Directors at the meeting held on 4™ February, 2010.

The constitution of the Shareholders’ / Investors’ Grievance Committee is as follows:

Sr. No. | Name Designation | Status

1. Smt. Sangeeta Jain Chairman Executive and Non - Independent Director
2. Shri Hitesh Loonia Member Non - Executive and Independent Director
3. Shri Bakul Mehta Member Non - Executive and Independent Director

The Company Secretary shall act as a Secretary of the Shareholders’ / Investors’ Grievance Committee.

Terms of Reference
To allot the Equity Shares of the Company, and to supervise and ensure:

i
il.
1ii.
iv.
V.
Vi.

Efficient transfer of shares; including review of cases for refusal of transfer transmission of shares and
debentures;

Redressal of shareholder and investor complaints like transfer of shares, non-receipt of balance sheet, non-
receipt of declared dividends etc;

Issue of duplicate / split / consolidated share certificates;

Allotment and listing of shares;

Review of cases for refusal of transfer / transmission of shares and debentures;

Reference to statutory and regulatory authorities regarding investor grievances; and to otherwise ensure
proper and timely attendance and redressal of investor queries and grievances.
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ORGANISATION CHART
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KEY MANAGEMENT PERSONNEL:

In addition to our Executive Directors below are details of the key managerial employees of the Company:

Compensation
Name, q paid during q q
IS\Ir. Designation | Qualification Exgerlel;ce ‘]])zfte' of the last RFuncm.)ll:.?.l ¢ E Prelskus ¢
[} , Age (Years oining financial year esponsibility mploymen
(Amount %)
M.s' . Financial
Nimisha Management
Modi, B. Com., Taxga 0" | Sintex Limited,
1. Chief C.A, 2.3 01.04.201 0.00 Lacs Kalol(North
. . Management, .
Financial PGDIFA 1 Lo Gujarat)
Finalisation
Officer,
of Accounts
26 years
Mr. Hemal
Patel, B. Com., 10.02.201 Company KG N Industries
2. Company c.s 2 0 0.25 Lacs Secreta Limited-
Secretary ' Y Ahmedabad
23 years
Mr.
Mastram Diploma in Technical General
3. Harlyz.ml, Mechanical 35 01.04.201 0.00 Lacs wor}(, Refrlgeratlon &
Technical Eneineerin 1 Operational | Electrical,
Manager £ & Work Bhavnagar
25 Years
Mr. V. N. . .
Administratio
4, | Pandey, B. A. 20 07.08.200 1| 50 Lacs nand Sales | OMC Breaker-
Manager 9 Bhavnagar
Work
46 Years
Mr.
Chandan
Singh, 09.07.200 Safety GN ship Breaker-
> Safety B.Sc. 3 9 1.08 Lacs Officer Bhavnagar
Manager
24 Years
Mr. Manik
Chandra, 01.06.200 Ship Cutting | Diamond Industries
6. Works 12" 19 T 1.6 Lacs and Breaking | Pvt. Ltd.-
9
Manager work Bhavnagar
40 Years

Brief Profile of the Key Management Personnel:

In addition to our Directors, provided below are the Key Managerial employees of the Company.

Ms. Nimisha Modi, 26 years, Chief Financial Officer, is a Commerce Graduate, did Post Graduate Diploma in
Investment & Financial Analysis and became a Chartered Accountant in the year 2007. She is having an experience
of around two years. She looks after the financial activities of our company which includes accounts, finance,
preparing project proposal, etc.

Mr. Hemal Patel, 23 years, Company Secretary and Compliance Officer, is a Commerce Graduate and Company
Secretary, passed in the year 2009 from The Institute of Company Secretaries of India having experience of more
than 2 years. He looks after the secretarial work of the Company.
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Mr. V. N. Pandey, 46 years, Manager, have completed his graduation in Arts field. He has having experience of
more than 20 years. He looks after the ship recycling yard. His last employment was in M/s GMC Breakers where
he had served for more than 5 years.

Mr. Chandan Singh, 24 years, Safety Officer, is a B. Sc., passed in the year 2007 from Magadh University, Bodh-
Gaya having experience of more than 3 years. He looks after the safety of the ships in the yard and gives trainee of
staff on GMB and also looks after the environment policy related to the Company and also looks after proper
maintenance of records related to Staff members in the Ship Yard .

Mr. Manik Chandra, 37 years, Works Manager, is passed Higher Secondary Education in the year1991 from U.P.
Board having experience of more than 19 years. He looks after the deployment of staff on day to day basis in
various section looking to the Quantum of work in different section and supervision of their work to give necessary
instruction for carrying out to work. In addition to this, he decides movement of ship from sea water to plot level and
give instruction for removing of cut material from plot to other place.

Mr. Mastram Hariyani, 25 years, Technical Manager, is a Diploma holder in Mechanical Engineering and having
an experience of more than 3 years. He looks after the repair and maintenance of Tug and manages the material for
the same from different suppliers and also deal with the Towing Plan approval, and helps in IRS survey and drying
survey.

All key managerial personnel are permanent employees of the Company.

Shareholding of Key Managerial Personnel:

None of the Key Managerial Personnel of the Company hold any Equity Shares of the Company as of the date of
filing this Red Herring Prospectus.

Relation of the Key Managerial Personnel with our Promoters/Directors

None of our key managerial personnel are “related” to the Promoters or Directors of our Company within the
meaning of Section 6 of the Companies Act, 1956.

Relation of the Key Managerial Personnel with our Promoters/Directors

None of our key managerial personnel are “related” to the Promoters or Directors of our Company within the
meaning of Section 6 of the Companies Act, 1956.

Nature of any family relationship between any of the Key Managerial Personnel
There is no family relationship between any of our key managerial personnel.
Bonus or Profit Sharing Plan for the Key Managerial Personnel:

The Company does not have any bonus or profit sharing plan for its key managerial personnel.
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Changes in the Key Managerial Personnel in the last three years:

The changes in the key management personnel in the last 3 years are as follows:

Name Date of Date of Remarks
Appointment | Cessation

Mr. O P Goyal 02-01-2010 30-01-2010 | Due to health reason
Mr. Mahadev Prasad Birla 05-02-2010 05.02.2011 Resigned
Mr. Hemal Patel 10-02-2010 - Appointment
Mr. Shreekant Kumar 21-07-2009 31.01.2011 Resigned
Mr. V N Pandey 07-8-2009 - Appointment
Mr. Chandan Singh 09-07-09 - Appointment
Mr. Manik Chandra 01-06-2009 - appointment
Mr. Vijay B Gulati 15-02-2010 15.09.2010 Resigned
Ms. Nimisha Modi 01.04.2011 - Appointment
Mr. Mastram Hariyani 01.04.2011 - Appointment

EMPLOYEES:

The present strength of employees of our Company is 39 which are divided in three categories as mentioned below:

Top/Senior Management 6
Middle Management 5
Junior Management 28

ESOP/ESPS scheme to employees

Presently, we do not have ESOP/ESPS scheme for employees.

Payment or Benefit to Officers of our Company

No amount or benefit has been paid or given to any officer of our Company within the two preceding years from the
date of filing of this Red Herring Prospectus or is intended to be paid, other than in the ordinary course of their
employment.

Interest of Key Managerial Personnel

Our key managerial personnel do not hold any Equity Shares. The key managerial personnel of our Company do not
have any interest in our Company other than to the extent of the remuneration or benefits to which they are entitled

to as per their terms of appointment and incentive payable as per policies None of our key managerial personnel
have been paid any consideration of any nature from our Company, other than their remuneration.
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OUR PROMOTERS

Our Promoters are Mr. Ajit Kumar Jain, Mr. Manoj Kumar Jain and Mrs. Sangeeta Jain.

Mr. Ajit Kumar Jain
PAN ADAPJ7975L
Voter ID Number YQMO0758291
Driving License Number 4549/KANPUR/85
Passport Number F3070485

Bank Account

0490201 0014400,

Oriental Bank of Commerce, Bhavnagar

Mr. Ajit Kumar Jain (76 years, is the Managing Director of the Company. He has
completed his graduation in Arts faculty. He is having around 50 years of experience in
various segments of the ship related activities, Automobiles and Transport. He started
his business in the year 1958 by joining as partner in M/s Jain Roadways , Kanpur
which was engaged in the Transportation activities. He has diversified his business
activities in the year 1966 and entered into the manufacturing and trading of consumer
items and supplied to various government and semi — government department. In the
year 1994, he has shifted to Bhavnagar and set up one rolling mill and also joined the
Company as a director . He was handling various activities of the company since 1994
in various capacities. Presently he is looking after day to day recycling activities
carried out at Alang Recycling Plot.

Mr. Manoj Kumar Jain

PAN ABUPJ3093R
Voter ID Number CFP2756328
Driving License Number 60146/2002 D/C4/1/82
Passport Number H8010806
Bank Account 04902010009120,
Oriental Bank of Commerce, Bhavnagar

Mr. Manoj Kumar Jain (48 years) is the Director of the Company. He is a Member of
ICAIL He is having over 10 years of experience in various fields such as finance,
taxation consultancy and ship recycling and off shore Industrial and other business
activities. He is also partner in M/s Jain Seth & Co., Chartered Accounts. He is
examining and advising on Purchase of Old ships and finalises the deals with the
suppliers. He is also guiding on off shore activities and is arranging finance for the
business of the company. He plays a major role in providing strategic guidance to our
Company. He will be supervising the functional heads and responsible for the overall
operation and growth of our Company.

Mrs. Sangeeta Jain

L] e - n.

PAN ADBPJ6532G
Voter ID Number CFP2756310
Driving License Number -

Passport Number H5410217

0490201 0012580,
Oriental Bank of Commerce, Bhavnagar

Bank Account

Mrs. Sangeeta Jain (42 years) is the Whole Time Director of the Company. She
holds a Master degree in Arts from C.S.J.M. University, Kanpur. She is having
around 19 years of experience in the areas of administration and marketing. She is
associated with our Company since its incorporation. She is in-charge of
administration and liaisoning functions. She is also partner in M/s Eternal
Automobiles from July 2002 and is looking after overall activities of said partnership
firm engaged as Dealer of Honda Motorcycle and Scooter India Pvt. Ltd.
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Our company undertakes that the Permanent Account Number, Bank Account Number and Passport have been
submitted to the Bombay Stock Exchange where our company proposes to list its shares at the time of filing the Red
Herring Prospectus.

Our Promoters, Promoter Group and Group Companies have not been prohibited from accessing or operating in the
capital markets or restrained from buying, selling or dealing in securities under any order or direction passed by
SEBI or any other authorities. None of our Promoters was or also is a promoter, director or person in control of any
other company which is debarred from accessing the capital market under any order or directions made by the SEBI.

Further, our Promoters have not been identified as a willful defaulter by RBI or any other Government
authority and there are no violations of securities laws committed by the Promoters in the past or any such

proceedings are pending against the Promoters.

Relationship amongst Promoters with each other

Name of the Promoter Relationship amongst Promoters

Promoter, Son of Mr. Ajit Kumar Jain and Husband of Mrs.

Sangeeta Jain

Promoter, wife of Mr. Manoj Kumar Jain and Daughter in-law of Mr.
Ajit Kumar Jain

Promoter, Father of Mr. Manoj Kumar Jain and Father-in-law of Mrs.
Sangeeta Jain

Mr. Manoj Kumar Jain

Mrs. Sangeeta Jain

Mr. Ajit Kumar Jain

Interest of Promoters

Our Promoters are interested in the promotion of our Company and are also interested to the extent of their
shareholding, for which they are entitled to receive the dividend declared, if any, by our Company. Further, our
Promoters, may be deemed to be interested to the extent of fees, if any, payable to them for attending meetings of
our Board or committees constituted thereof as well as to the extent of remuneration and/or reimbursement of
expenses payable to them for services rendered to us in accordance with the provisions of the Companies Act and in
terms of the Articles.

Our Promoters may be deemed to be interested to the extent of the equity shares held by them, their friends and
relatives, and benefits arising from his holding directorship / employment in our Company. They may also be
deemed to be interested in the transactions entered into by our Company and the ventures where he is interested as a
Promoter, Director or otherwise.

Except as stated hereinabove and as stated in ‘Related Party Transactions’ appearing under section titled ‘Financial
Information’ on page 142 of the Red Herring Prospectus, we have not entered into any contract, agreements or
arrangements during the preceding two years from the date of the Red Herring Prospectus in which the Promoters
are directly or indirectly interested and no payments have been made to them in respect of these contracts,
agreements or arrangements which are proposed to be made to them.

Our Promoters are interested to the extent of rent received by them for the properties owned by the Promoters and
given on lease/leave and license to our Company. For further details please refer to the section titled ‘Property’,
beginning on page 93 and ‘Related Party Transactions’ appearing under section titled ‘Financial Information’ on
page 142 of the Red Herring Prospectus.

Further, except as stated in this section and in the chapters titled ‘Business Overview’ and ‘Our Management’
beginning on page 82 and 101 respectively, and section titled ‘Financial Statements’ beginning on page 121 of the
Red Herring Prospectus, our Promoters do not have any interest in any property acquired by our Company within
two years of the date of the Red Herring Prospectus.
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Payment or Benefit to Promoters

Other than the salary and remuneration of the Promoter Directors, referred to in the section titled ‘Remuneration
details of our executive Directors’ on page 104 of this Red Herring Prospectus, there are no payment or benefit to
promoters of our Company

Common Pursuits

There are no common pursuits between our company and our group companies / promoter companies.

Group Entities

In addition to the persons named above, the following natural persons, due to their relationship with our promoters,
are part of our Promoter Group in terms of Regulation2(1)(zb) of SEBI, ICDR Regulations, 2009.

Relatives of the Promoter that form part of the Promoters Group are as under:

Promoter Name of Relative Relationship
Mr. Ajit Kumar Jain Smt. Sushma Jain Wife

Mr. Subhod Kumar Jain Son

Mr. Manoj Kumar Jain Son

Mr. Navin Kumar Jain Son

Ritu Agrawal Daughter

Bhajanlal Jain Father

Gayatri Devi Jain Mother

Sureshchnadra Jain Brother

Ashok Kumar Jain Brother

Geeta Sureshchandra Jain Brother’s Wife

Shell Ashok Jain Brother’s Wife
Promoter Name of Relative Relationship
Mr. Manoj Kumar Jain Mr. Varun Jain Son

Mr. Vaibhav Jain Son

Mrs. Sangeeta Jain Wife

Mr. Ajit Kumar Jain Father

Smt. Sushma Jain Mother

Mr. Subhod Kumar Jain Brother

Mr. Navin Kumar Jain Brother

Mrs. Salini Subhod Jain

Brother’s Wife

Mrs. Amita Navin Jain

Brother’s Wife

Promoter Name of Relative Relationship
Mrs. Sangeeta Jain Mr. Manoj Kumar Jain Husband
Mr. Vaibhav Jain Son
Mr. Varun Jain Son
Giriraj Prasad Agrawal Father
Meera Devi Agrawal Mother
Nirma Agrawal Mother’s Mother
Sanjay Agrawal Brother
Shailesh Agrawal Brother
Vandana Sanjay Agrawal Brother’s Wife

Deepika Shailesh Agrawal

Brother’s Wife

Alok Bansal

Sister’s Husband

Vinita Bansal

Sister
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The details of the companies and other entities that form part of the Promoter Group are as follows:
Group Entities/Partnership Firms/Proprietors/Associates
M/s. Eternal Automobiles

A Partnership firm, registered with the Registrar of Firms vide Firm No.:- GUJ-BVN/9888, was originally formed
through a Partnership Deed dated February 20, 2004 between Mrs. Sangeeta Jain (our Promoter) & Manoj Kumar
Jain (HUF) to carry on the business of Automobile Dealership and other trading business. Subsequently, the
Partnership Deed has been reconstituted on April 25, 2006 by inducting our company as a partner in place of Manoj
Kumar Jain (HUF). It was further reconstituted through the Partnership Deed dated April 20, 2011 by inducting five
new partners (Mr. Ajit Kumar Jain, Mrs. Sushma Jain, Mr. Manoj Kumar Jain, Mr. Varun Jain and Mr. Vaibhav
Jain) and the revised Profit/ Loss Sharing Ratio is as under:

Sr. No. Name of the Party Profit/ Loss %
1. Mrs. Sangeeta Jain 15.00
2. VMS Industries Limited 80.00
3. Mr. Ajit Kumar Jain 1.00
4. Mrs. Sushma Jain 1.00
5. Mr. Manoj Kumar Jain 1.00
6. Mr. Varun Jain 1.00
7. Mr. Vaibhav Jain 1.00
TOTAL 100.00

Presently the office of the Firm is located at Jain House, Honda Activa Show Room, Opp. Vitthalwadi, Bhavnagar-
364003, Gujarat, India.

The brief audited financials of Eternal for the past 3 years are given below:

Summary Statement of Assets & Liabilities

(Rs in Lacs)
As at 31.03.2008 31.03.2009 31.03.2010

Sources of Funds:

Partners’ Capital Account 39.68 51.76 72.24

Reserves & Surplus 13.87 15.92 17.66

Deferred Tax Liability 8.28 10.08 -

Secured Loans 39.74 92.17 172.97

Current Liabilities & Provision 16.91 25.10 3.52

Total 118.48 195.03 266.39

Application of Funds:

Fixed Assets 80.61 82.11 89.86

Current Assets, Loans & Advances 37.87 112.92 176.53

Total 118.48 195.03 266.39

Summary Statement of Profit & Loss Account
(Rs in Lacs)
For the Year ended 31.03.2008 31.03.2009 31.03.2010

Income:
Sales & Other Receipts 831.00 908.43 956.32
Closing Stock 16.48 7.01 59.53
Total Income 847.48 915.44 1015.85
Total Expenditure( includes opening stock) 832.74 897.12 999.19
Profit before Depreciation, Payment to 14.74 18.32 16.66
Partners & Tax
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Interest to Partners 5.17 2.05 -
Depreciation 2.01 2.05 2.25
Profit/(Loss) before Tax 7.56 16.27 14.41
Income Tax 1.26 4.53 4.01
Fringe Benefit Tax 0.13 0.24 -
Adjustment for Deferred Tax 0.51 1.80 10.08
Add: Refund of Sales Tax of Previous Year 0.53 -
VAT of Previous Year 0.17 -
Income Tax pertaining to Previous Year 0.15 0.24 -
Aggregate Net Profit transferred to 5.87 9.46 20.48
Partner’s Capital

Listed companies in the Promoter Group
As on the date of this Red Herring Prospectus, there are no listed companies in the Promoter Group.
Sale and purchase between Group Companies/ associate companies

There are no sales or purchase between Group Companies/associate companies exceeding an aggregate value of
10% of the total sales or purchases of the Company during the last three years.

Business interest of the Group Companies/ associate companies in our Company
None of our Group Companies/ associate companies have business interests in our Company.
Previous public or rights issues by the Group Companies

None of our Promoter Group companies are presently listed on any stock exchanges, nor have made any public or
rights issues in the preceding three years.

Defunct Promoter Group Companies
There are no defunct Promoter Group Companies.
Companies with which our Promoters have disassociated in the last three years

Our Promoters have not disassociated themselves from any of the companies or firms during the three years
preceding the date of the filing of this Red Herring Prospectus.

Related Party Transactions

The material items of income or expenditure arising out of transactions in the Promoters’ group are disclosed under
‘Related Party Disclosures’ as mentioned under Annexure xv of the Auditors’ Report appearing on page 142 of this
Red Herring Prospectus.

Business Interests

None of our Group Companies and entities / Subsidiaries / associate companies have business interests in our
Company.
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CURRENCY OF PRESENTATION

In this Red Herring Prospectus, unless the context otherwise requires, all references to the word “Lac” or “Lac”,
means “One Hundred Thousand” and the word “million” means “Ten Lacs” and the word “Crore” means “Ten
Million” and the word “billion”” means “One thousand million and the word “trillion”” means “One thousand billion”.

In this Red Herring Prospectus, all references to “Rupees” or ‘¥’ or “INR” are to Indian Rupees, the official
currency of the Republic of India and all references to “$”, “US$”, “U.S.$”, “USD”, “U.S. Dollar(s)” or “US

Dollar(s)”, if any, are to United States Dollars, the official currency of the United States of America.

For the convenience of the Shareholders, throughout this Red Herring Prospectus, the reporting unit has been
maintained as Rupees in Lacs (Rupees in Hundred Thousands), except when stated otherwise.
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DIVIDEND POLICY
The declaration and payment of dividend will be recommended by our Board and approved by the sharcholders of
the Company at their discretion and will depend on a number of factors, including but not limited to the results of
operations, earnings, capital requirements and surplus, overall financial condition, applicable Indian legal
restrictions and other factors considered relevant by the Board. The Board may also from time to time pay interim
dividends. All dividend payments are made in cash to the shareholders of the Company.

We have not declared any dividend on the Equity Shares since inception.

Our dividend policy in the past is not necessarily indicative of our dividend policy or dividend amounts in the future.
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To,

SECTION VI - FINANCIAL STATEMENTS

AUDITOR’S REPORT

The Board of Directors,

VMS Industries Limited

(Formerly known as Varun Management Services Pvt. Ltd.)
2" Floor, Jain House,

Opp. Vitthalwadi,

Bhavnagar-364 003. (Gujarat)

Dear Sirs,

We have examined the financial information of VMS Industries Limited (hereinafter referred to as “the Company”)
contained in the statement annexed to this report stamped and initiated by us for identification and as approved by
the Board of Directors, proposed to be included in the Draft Red Herring Prospectus/ Red Herring Prospectus/
Prospectus in connection with the proposed Initial Public Offer of Equity Shares of the Company.

In accordance with the requirements of:

a.

b.

Paragraph B (1) of Part-II of Schedule II to the Companies Act, 1956 (“the Act”).

The Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements) Regulations,
2009 as amended from time to time (“the SEBI (ICDR) Regulations™) issued by Securities and Exchange
Board of India (SEBI), in pursuance of section 11 of Security and Exchange Board of India Act, 1992 and
the related clarification thereto;

The terms of our engagement agreed upon with you in accordance with our engagement letter dated
22.03.2010 in connection with its proposed Initial Public Offer of Equity Shares.

Restated Financial information as per audited Financial Statements:

a.

We have examined the accompanying “Summary Statement of Profit & Loss Account, As Restated” for the
nine months period ended 31" December, 2010 and for the years ended on 31% March, 2010, 31% March,
2009, 31* March, 2008, 31* March, 2007 and 31% March, 2006 (Annexure-I), “Summary Statement of
Assets & Liabilities, As Restated” as on those dates (Annexure-II) and Statement of Cash Flow of the
Company as on those dates (Annexure-III) forming part of “Financial Information” dealt with by this
Report read together with the significant accounting policies and notes to accounts (Annexure-IV) thereon,
which are the responsibility of the company’s management, have been extracted from the financial
statements for the years ended on 31* March, 2010, 31* March, 2009, 31* March, 2008, 31% March, 2007
and 31* March, 2006, approved by Board of Directors and adopted by the members in those respective
financial years and for the nine months period ended 31% December, 2010 which was approved by the
Board of Directors.

Based on above and also as per the reliance placed on the reports submitted by the Statutory Auditors of the

Company, K. Solanki & Co., Chartered Accountants for respective years, we report as under:-

i) the Summary Statement of Profit & Loss Account and the Summary Statement of Assets & Liabilities
of the company as at the nine months ended 31% December, 2010 and as at thefinancial years ended
on 31* March, 2010, 31* March, 2009, 31 March, 2008, 31* March, 2007 and 31* March, 2006
reflect the profits / losses and assets and liabilities, after making such adjustments, regrouping and
disclosures as were, in our opinion, appropriate and more fully described in Annexure — IV of Notes
to the Accounts and Accounting Policy as required to be made in accordance with Part-II of the
Schedule II of the Companies Act, 1956 and the SEBI (ICDR) Regulations..

ii)  In our opinion read with respective significant accounting policies and subject to read together with
the notes thereon and after making such adjustment, regrouping and disclosures as were, in our
opinion, are appropriate and more fully described in Annexure — IV of Notes to the Accounts and
Accounting Policy and have been prepared in accordance with Part-II of the Schedule II of the
Companies Act, 1956 and the SEBI (ICDR) Regulations.
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Other Financial Information

We have also examined the following other financial information, for the years ended on 31¥ March, 2006, 31*
March, 2007, 31* March, 2008, 31% March, 2009 and 31* March, 2010 and for the nine months period ended
31% December, 2010 prepared by the management and approved by the Board of Directors of the Company and
annexed to this report. Further, in respect of the nine months period ended 31 December, 2010 and for years
ended on 31% March, 2010, 31% March, 2009, 31* March, 2008, 31* March, 2007 and 31* March, 2006 these
information have been included based upon the reports submitted by the Statutory Auditors K. Solanki & Co.,
Chartered Accountants and relied upon by us.

i) Details / Analysis of outstanding Secured & Unsecured loans taken by the company (Annexure V &
VI).

i) Statement of contingent liabilities (Annexure- VII).

1ii) Age wise analysis of Investments (Annexure VIII)

iv) Age-wise analysis of sundry debtors (Annexure- IX).

V) Details of Loans & Advances (Annexure — X )

vi) Details of Business Income and Other income (Annexure- XI).

vii) Statement of Dividend paid (Annexure-XII).
viii) Capitalization Statement (Annexure-XIII).

ix) Summary of accounting ratio based on adjusted profit relating to the earning per share, net asset value
and return on net worth (Annexure-XIV).

X) Related party transactions (Annexure-XV).

xi) Statement of Tax Shelter (Annexure-XVI).

xii) Statement of Reserve & Surplus (Annexure-XVII).
xiii) Statement of Deferred Tax Liability (Annexure-XVIII).

This report should not in any way be construed to be a re-issuance or re-dating of any of the previous audit
reports issued by the Statutory Auditor of the Company, nor should it be a new opinion on any of the financial
statements referred to herein.

Our this report is being provided solely for the use of VMS Industries Limited, for the purpose of its inclusion
in the prospectus in connection with the proposed Initial Public Offer of Equity Shares of the Company.

This report is intended solely for your information and for inclusion in the offer document in connection with
the specific Public issue of the company and is not be used, referred to or distributed for any other purpose
without our written consent.

For and on Behalf of
Ashok Dhariwal & Co.
Chartered Accountants

Proprietor

M. No. 36452

Firm Regn. No. 100648W
Place: Ahmedabad

Date: 15.04.2011
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Annexure- I

Summary Statement of Profit & Loss Account, As Restated:

Balance Sheet

(X In Lacs)
. For the Year / Period ended on
Particulars

31/03/2006 | 31/03/2007 | 31/03/2008 | 31/03/2009 | 31/03/2010 | 31/12/2010
Income
Operation Income from 2.85 5.27 10.92 143.67 | 2911.94 4988.87
Business
Other Income 0.00 1.33 2.87 2.52 2.05 5.65
Increase /(Decrease) in stock 0.00 0.00 0.00 0.00 695.15 5205.88
Total Income 2.85 6.60 13.79 146.19 3609.14 10200.40
Expenditure
Purchase (Recycling of Ships) 0.00 0.00 0.00 0.00 2721.87 9249.43
Manufacturing Exp. 0.00 0.00 0.00 0.81 139.76 191.48
Payments to & Provision for 1.4 1.47 2.78 15.25 68.40 82.27
Staff and crew members
Administrative Expenses 0.10 0.16 2.86 21.05 192.42 208.28
Interest and Financial Charges 0.19 0.16 0.89 10.00 92.10 89.43
Depreciation 1.08 1.20 1.20 24.09 46.21 22.42
Preliminary Exp. 0.00 1.11 1.11 1.11 3.11 2.33
Total Expenditure 2.81 4.10 8.84 72.30 3263.87 9845.64
Net Profit Before Tax and
Extraordinary Items and 0.04 2.50 4.95 73.88 345.27 354.76
Prior Period Items
Extra Ordinary Items 0.00 0.00 0.00 0.00 0.00 0.00
Net Profit Before Tax and 0.04 2.50 4.95 73.88 345.27 354.76
Prior Period Items
Provision for Taxation 0.29 0.92 1.49 1.30 82.30 86.10
provision for Fringe Benefit 0.00 0.00 0.02 0.14 0.00 0.00
Provision for Deferred Tax 0.00 0.00 0.00 0.00 2.25 18.63
Net Profit After Tax and
Extraordinary Items but (0.25) 1.58 3.44 72.44 260.72 250.03
before Prior Period Items
Prior period items 0.02 0.00 0.02 0.00 0.57 0.00
Transfer to Tonnage Tax 0.00 0.00 0.00 14.26 21.41 10.61
Reserve
Balance Carried Forward to (0.27) 158 3.42 58.18 238.74 239.42
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Annexure- I1

Summary Statement of Assets & Liabilities, As Restated:

(X In Lacs)
. For the Year / Period ended on
Particulars

31/03/2006 | 31/03/2007 | 31/03/2008 | 31/03/2009 | 31/03/2010 | 31/12/2010
Fixed Assets (A)
Gross Block 32.31 32.31 29.75 762.50 743.27 768.91
Less: Depreciation 10.76 11.97 10.61 34.71 80.89 103.31
Net Block 21.55 20.34 19.14 727.79 662.38 665.60
Investments (B) 609.63 1461.85 1427.81 1387.42 40.12 0.30
Current Assets Loans and
Advances (C)
Inventories 0.15 0.15 0.15 0.15 698.56 5905.84
Receivables / Sundry 3.86 0.55 1.14 24.64 51539 263.14
Debtors
Cash and Bank Balances 61.63 6.24 35.53 117.65 875.60 347.39
Loans and Advances/ 2.11 27.97 62.38 1260 | 101522 | 1344.24
Deposits
Total (C) 67.75 3491 99.20 155.04 3104.77 7860.61
Total Assets (A+B+C) 698.93 1517.10 1546.15 2270.25 3807.27 8526.51
Liabilities and Provisions
(D)
Secured Loans 0.00 0.00 25.02 649.88 1550.35 5682.52
Unsecured Loans 0.00 0.00 0.00 0.00 66.07 50.00
Current Liabilities and 13.67 8.47 7.97 33.66 153.83 498.45
Provision
Deferred Tax Liability 0.00 0.00 0.00 0.00 2.25 20.88
Total (D) 13.67 8.47 32.99 683.54 1772.50 6251.85
g;’ig)""h (A+B+C- 68526 |  1508.63 |  1513.16 | 158671 | 203477 |  2274.66
Represented By
Share Capital 246.16 413.46 413.46 413.46 1003.52 1003.52
Share Application Money 12.75 0.00 0.00 0.00 0.00 0.00
Reserve & Surplus 428.84 1099.61 1103.03 1175.47 1040.37 1290.39
Less: Miscellaneous
Expenditure Not Written 2.49 4.44 3.33 2.22 9.12 19.25
Off
Net Worth 685.26 1508.63 1513.16 1586.71 2034.77 2274.66

Note: During the Financial Year 2004-05, the company has allotted 28,03,750 equity shares at the rate of I 25/- per
share (on Application X 20/- & on call - ¥ 5/-). Out of which, the call-money @ I 5/- was pending on 16,70,000
equity shares aggregating to ¥ 83.50 Lacs. The said amount was received during the F.Y. 2009-10-% 52.80 Lakhs
(10,56,000 equity shares @ I 5/- per share) and F.Y. 2005-06 - ¥ 30.70 Lacs (6,14,000 equity shares @ I 5/- per

share).
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Annexure — I11
Statement of Cash Flow as restated (*)

(X In Lacs)
For the Financial year / period ended on
Particulars

31/03/2006 | 31/03/2007 | 31/03/2008 | 31/03/2009 | 31/03/2010 | 31/12/2010
Cash Flow from Operative Activities
Net !’roﬁt./ (Loss) before Taxation & Extra 0.04 2.50 4.95 73.88 345.27 354.76
Ordinary items
Adjustments for:
Depreciation 1.08 1.20 1.20 24.09 46.21 22.42
Depreciation written back on assets sold 0.00 0.00 (2.56) 0.00 0.00 0.00
Profit on sale of Investments 0.00 (1.33) (2.87) 0.00 (0.50) 0.00
Profit on sale of Assets 0.00 0.00 0.00 0.00 0.00 0.00
Preliminary Exp. W/off 0.00 1.11 1.11 1.11 3.11 2.33
Extraordinary Items / Prior Period Items W/off (0.02) 0.00 (0.02) 0.00 (0.57) 0.00
Operating Profit before Working Capital 1.1 3.48 1.81 99.08 393.52 379.51
changes
Adjustments for:
Taxes Paid (0.29) (0.18) 0.00 (4.43) (15.25) (6.93)
(Increase) / Decrease in Trade & Other
Receivables (2.31) 3.31 (0.59) (23.50) (490.75) 252.25
(Increase) / Decrease in Other Current Assets 0.00 0.00 0.00 0.00 0.00 0.00
(Increase) / Decrease in Inventories 0.00 0.00 0.00 0.00 (698.41) (5207.28)
Increase / (Decrease) in Current Liabilities (0.72) (5.94) (2.01) 28.69 53.11 258.52
Net Cash from Operative Activities (A) (2.22) 0.67 (0.79) 99.84 (757.78) (4323.93)
Cash Flow from Investing Activities
(Purchase) / sale of Fixed Assets (Net) 0.00 0.00 2.56 (732.75) (19.05) (25.64)
Investments 24.77 (852.22) 34.04 40.39 1347.30 39.82
Profit on sale of Investments 0.00 1.33 2.87 0.00 0.50 0.00
Preliminary / Misc. Exp. Capitalized 0.00 (3.06) 0.00 0.00 (10.01) (12.47)
Net cash used in Investing Activities (B) 24.77 (853.95) 39.47 (692.36) 1318.74 1.71
Cash Flow from Financing Activities
Proceeds from Unsecured Loans (net) 0.00 0.00 0.00 0.00 66.07 (16.07)
Proceeds from Bank Borrowings 0.00 0.00 25.02 624.86 938.74 4132.17
Increase / (Decrease ) in Share Capital 0.00 167.30 0.00 0.00 35.50 0.00
Increase / (Decrease ) in Share Application 10.00 (12.75) 0.00 0.00 0.00 0.00
Money
Receipts of Calls in Arrears 30.70 0.00 0.00 0.00 52.80 0.00
Increase in Securities Premium 0.00 669.20 0.00 0.00 106.50 0.00
(Increase) / Decrease in Loans & Advances (5.79) (25.86) (34.41) 49.78 (1002.62) (322.09)
Net cash receipt /used in Financing 34.91 797.89 (9.39) 674.64 196.99 3794.01
Activities (C)
Net Increase/ (decrease) in Cash & Cash
Equivalents (A+B+C) 57.46 (55.39) 29.29 82.12 757.95 (528.21)
;jef:‘ & cash equivalents as on beginning of 4.17 61.63 6.24 35.53 117.65 875.60
Cash & cash equivalents as on end of year 61.63 6.24 35.53 117.65 875.60 347.39

(*) Due to the restatement of Profit & Loss Account and Balance Sheet, the Cash Flow Statement has been also

restated as compared to audited Cash Flow Statement.
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Annexure IV:

Notes to Accounts and Accounting Policy
1. Notes to accounts for the Profit & Loss Account Restated:-
Material Regrouping:-

a.

For the Financial year ended 31* March, 2009, the Company has been showing Income from Partnership firm
under the head “Share of Profit from Partnership Firm” in audited Profit & Loss Account. From Financial
year ended 31* March, 2010, the Company had shown the amount under “Income from Business Operation”
in the audited Profit & Loss account. The summary statement of Profit & Loss Account as restated for the
financial year ended 31% March 2009 , 31% March 2008 , 31% March 2007 and 31* March 2006 has been
reclassified and shown accordingly.

For the Financial Year ended 31* March, 2009, the Company had shown “Water Charges” under the head
Administrative Expenses in audited Profit & Loss account which is been reclassified in the summary
statement of Profit & Loss Account as restated and shown under the head “Direct Operational Expenses/
Manufacturing Expenses.”

Up to the Financial year ended 31* March, 2009, the Company has been showing consulting Income under
the head “Management Services & Consultancy Income” in audited Profit & Loss Account except in
Financial year 2008-09 wherein it is shown under the head “Other Misc. Income”. The summary statement of
Profit & Loss Account as restated for the financial year ended 31* March 2010, 31* March 2009, 31* March
2008, 31* March 2007 and 31* March 2006 has been reclassified and shown under the head “Operation
Income from Business” as it is one of the main object of the Company as per Clause 1 of Memorandum of
Association.

For the financial period ended 31* December, 2010 and for the financial year ended 31* March 2010, 31*
March 2009 and 31* March 2008, the Company has been showing Interest received under the head “Interest
Income” in audited Profit & Loss Account. The summary statement of Profit & Loss Account as restated for
the financial period ended 31% December, 2010 and for the financial year ended 31* March 2010, 31* March
2009 and, 31% March 2008, has been reclassified and shown under the head “Operation Income from
Business” since the same was considered as Business Income.

Up to Financial year ended as on 3" March 2008, the Company had shown Income from Partnership Firm
under the head “Interest from Partnership Firm on Capital” and “Share in Profit in Partnership firm” in
audited Profit & Loss Account which is been reclassified and regrouped from Financial year ended 3'
March, 2009 and shown under single accounting head “Share of Profit from Partnership Firm” in the audited
Profit & Loss account and same has been reclassified in financial year ended 31* March, 2010 and nine
months ended 31* December 2010 and shown under the head “Income from Business Operation” in the
audited Profit & Loss account.

Up to Financial year ended 31* March 2008, the Company has been showing Gain/Loss on Investments under
the head “Profit from sale of shares” in audited Profit & Loss Account. From Financial year ended 31"
March, 2009, the same had reclassified under the “Other Income” in the audited accounts. The summary
statement of Profit & Loss Account as restated for the financial year ended 31* March 2008, 31* March
2007 and 31% March 2006 has been reclassified and shown under the head “Other Income”.

Up to Financial year ended 31* March 2008, the Company has been showing various expenses like Audit fee,
Advertisement, Printing, Travelling and other expenses of office and administrative nature separately in their
respective head under audited Profit & Loss Account. From Financial year ended 31% March 2009, it has been
regrouped under single head “Administrative Expenses” in audited Profit and Loss Account. The summary
statement of Profit & Loss Account as restated for the financial year ended 31* March 2008, 31% March 2007
and 31% March 2006 has been regrouped and shown accordingly.

Depreciation on Fixed Assets of Gas Division:-

The Company had not provided depreciation till 31* March 2010 on Fixed Assets of Gas Division (known as
Varun Gas Division) in the audited Profit & Loss Account since this division is not in operation. However, to
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comply with the Accounting Standards - 6, the Depreciation has been calculated on fixed assets of Gas
Division on Straight Line Method at the rate specified in Schedule XIV of the Companies Act, 1956 and the
effect of Depreciation had been taken for the last five years in the books of accounts prepared for the nine
months period ended 31% December, 2010 under Depreciation head but the same has been allotted to its
respective years as under to arrive Profit/Loss in the Profit & Loss Account as Restated.

(X In Lacs)

For the Financial year/Period ended on

Particulars 31/03/2006 | 31/03/2007 | 31/03/2008 | 31/03/2009 | 31/03/2010 | 31/12/2010

Balance Carried Forward
to Balance Sheet as per

Books of Profit & Loss 0.75 2.60 4.44 59.20 239.76 234.32
Account

Add:- Depreciation on

Fixed Asset on Gas

Division of earlier years 0.00 0.00 0.00 0.00 0.00 5.10

provided to respective
years as per Restated

Less:-Dep. On Fixed
Asset on Gas Division (1.02) (1.02) (1.02) (1.02) (1.02) 0.00
provided as per Restated

Balance Carried Forward
to Balance Sheet as per (0.27) 1.58 3.42 58.18 238.74 239.42
Restated

2. Notes to Accounts for Assets & Liabilities Restated:-

a. For the Financial Year ended 31" March, 2009, the Company had shown Income Tax Refundable
amounting to ¥ 1.53 Lacs in the audited Balance Sheet under the head Current Liabilities and Provisions
the same has now been reclassified and shown in the summary statement of Asset & Liabilities as
restated under the head “Loans & Advances”

b. For the financial year ended 31* March 2009, the Company had shown ¥ 1351.15 Lacs as an Investment
in Shares and Securities under the head “Loans & Advances” in audited Balance Sheet. The summary
statement of Assets & Liabilities as restated for the financial year ended 31* March 2009, the same has
been reclassified and shown under the head “Investments” and detailed in Annexure to Financial
Statement.

c. For the financial year ended 31¥ March 2008, the Company had shown “Units in Mutual fund/ Shares”
amounting to ¥ 3.92 Lacs under the head “Stocks” in audited Balance Sheets, which was regrouped in
the subsequent Financial year 2008-09 and shown under the head “Investments”. The summary
statement of Assets & Liabilities as restated for the financial year ended 31* March 2008 has been
reclassified and shown under the head “Investments” and detailed in Annexure to Financial Statement.

d. For the financial year ended 31* March 2008, the Company had shown ¥ 1395.76 Lacs as an Investment
in Shares and Securities under the head “Sundry Debtors” in audited Balance Sheet. The summary
statement of Assets & Liabilities as restated for the financial year ended 31* March 2008, the same has
been reclassified and ¥ 1391.55 Lacs is shown under the head “Investments” and detailed in Annexure to
Financial Statement as the same was in nature of investment made and ¥ 4.21 Lacs is shown under the
accounting head “Loans & Advances” as the same was in nature of advance and not investments.

e. For the financial year ended 31% March 2007, the Company had shown “Units in Mutual fund”
amounting to ¥ 3.03 Lacs under the head “Stocks” in audited Balance Sheet. In the summary statement of
Assets & Liabilities as restated for the financial year ended 31 March 2007, the same has been shown
under the head “Investments” as detailed in Annexure to Financial Statement.
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f.  For the financial year ended 31% March 2007, the Company had shown ¥ 1422.96 Lacs as “Investments
in shares & stocks” under the head “Stocks” in audited Balance Sheet. In the summary statement of
Assets & Liabilities as restated for the financial year ended 31* March 2007, the same has been
reclassified and shown as “Investments” amounting to I 1418.75 Lacs as the same was investments made
and ¥ 4.21 Lacs as “Loans & Advances” as the same was in nature of advance and not investments and
also in the detailed Annexure to Financial Statement.

g. For the Financial year ended 31% March 2006, the Company had classified Loans and Advances
receivable and payable partly under the sub head “Advance Receivable in cash or kind” under head
“Current Assets, Loans & Advances” and partly under sub head “Deposits with GMB for ship recycling
plot” under the head “Current Assets, Loans & Advances”. The summary statement of Assets &
Liabilities as restated for the financial year ended 31% March 2006 has been reclassified and regrouped
and both above items are shown under the head “Loans & Advances”.

h. For the financial year ended 31% March 2006, the Company had shown ¥ 609.63 Lacs of “Stocks of
shares & Securities” under the head “Current Assets, Loans & Advances”. In the summary statement of
Assets & Liabilities as restated for the financial year ended 31 March 2006, the same has been shown
under the head “Investments” as they are in nature of investments.

i.  For the financial year ended 31% March 2006, the company had shown ¥ 12.75 Lacs of share application
money under the head “Other Liabilties” in the audited Balance Sheet. In the summary statement of
Assets & Liabilties as restated for the financial year ended 31* March 2006, the same has been
reclassified and shown under the head “Share application money.”

j- The Net Block and Credit Balance in Profit & Loss Account appearing in Balance Sheet have been
restated due to the depreciation provided on the fixed assets of Gas Division. Depreciation for each
financial year i.e. From 2005-06 to 2009-10 is ¥ 1.02 Lacs respectively for each year. The Company had
provided the said depreciation which aggregates to ¥ 5.10 Lacs in the books of accounts prepared for the
nine months period ended 31st December, 2010and as restated depreciation for the each year has been
allocated to their respective years and accordingly the Net Block has been Restated and Credit Balance in
Profit & Loss Account as restated in Balance Sheet is lower by ¥ 1.02 Lacs for each year.

BLOCK OF FIXED ASSET, AS RESTATED

(X In Lacs)
Particulars For the Financial Year ended on
31/03/2006 | 31/03/2007 | 31/03/2008 | 31/03/2009 | 31/03/2010
Gross Block - (A) 3231 32.31 29.75 762.50 743.27
Less: Depreciation Fund as per books of 9.74 9.93 755 30.63 7579
accounts - (D
Less: Depreciation Fund Accumulated on
Fixed assets of Gas division as per 1.02 2.04 3.06 4.08 5.10
restated — (I1)
Total Depreciation Fund as per
Restated - (I+11) - (B) 10.76 11.97 10.61 34.71 80.89
ie_t gl)"ck as per restated accounts — ( 2155 20.34 19.14 727.79 662.38
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k. For the financial year ended 31% March 2010, the difference in the audited accounts and restated financial
statement with reference to segment reporting as per AS-17 is arising due to the following adjustments as
shown below :

(X In Lacs)
For the Financial Year ended on 31/03/2010
Particulars Total as per audited | Adjustments Total as  per
accounts restated accounts

Segment Income 3609.14 0.00 3609.14
Segment Expense 3259.74 (45.19) * 3214.55
Depreciation 45.19 1.02 ** 46.21
Segment results 349.40 (1.02) 348.38
Un-allocable exp 3.11 0.00 3.11
Net Profit Before Tax 346.29 (1.02) 345.27
Segment Assets 4281.18 (469.82)*** 3811.36
Segment Liability 2241.30 (471.05)%*** 1770.25
Capital Expenditure 0.00 0.00 19.04 sk
during the year

* Represents the amount of depreciation included in Segment expenses now shown separately.

** Represents the depreciation on fixed assets of gas division which was earlier not provided but now rectified and
henceforth considered.

*** Represents ¥ 468.80 Lacs as an Internal Account adjustment given to their own different division which was
earlier shown under Segment Assets but now rectified and henceforth considered and ¥ 1.02 Lacs as an Adjustment
towards Depreciation against Fixed Assets on Gas Division which was not provided earlier but now rectified and
provided.

**#*4Represents I 2.26 Lacs of Deferred Tax Liability which was earlier shown as Segment Liability but now
rectified and ¥ 454.78 as an Internal Account adjustment which was earlier provided but now rectified and hence not
considered.

**34% Represents the addition made during the year on fixed assets which was not disclosed in segment reporting
during the year ended on 31* March 2010 as per audited accounts but now it has been considered and disclosed
separately.

l.  The recoverable value of the Fixed Assets and current assets of Varun Gas Division is more than
carrying amount of the assets, hence no provision for loss is required on account of Accounting Standard
28 “Impairment of Assets”.

m. Related party transactions as per Accounting standard-18 were not prepared and disclosed till 31st March
2009 in audited accounts the same has now been prepared and disclosed in restated financial statements.

n. The Foreign Letter of Credit of ¥ 974.30 Lacs and Buyers Credit of I 483.00 Lacs is disclosed in the
Audited Balance Sheet as at 31-03-2010 under the head “Secured Loans” which was also wrongly
considered as Contingent Liability as per Accounting standard -29 in audited accounts. The same has
now not been considered as contingent liability in restated accounts as the said liabilities were in nature
of secured loan and not contingent liability.

0. The Company is a SMC till the financial year ended on 31* March 2009, as defined in general instruction
in respect of accounting standards noticed under the Companies Act, 1956.

p. Accounting Standards:-
The “Cash Flow statement” as per Accounting Standard -3 was not prepared by the Company up to the
financial year ending on 31-03-2009 in view of specific provisions i.e. relaxation or exemption
applicable to a “Small and Medium Companies”.
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The “Segment Reporting” as per Accounting Standard — 17 was not prepared and disclosed by the
Company up to the Financial year ending on 31-03-2009 in view of specific provisions i.e. relaxation or
exemption applicable to a “Small and Medium Companies”.

The disclosure of “Discontinuing Operation” as per Accounting Standard — 24 was not applicable to the
discontinuation of gas division of the Company in view of specific provision relating to “Small and
Medium Enterprises”.

SIGNIFICANT ACCOUNTING POLICIES

1. Basis of Accounting
e The financial statements have been prepared under the historical cost convention on an accrual basis

and in accordance with generally accepted accounting principles in India for going concern, the
accounting standards issued by the Institute of Chartered Accountants of India and the provisions of
The Companies Act, 1956, as adopted consistently by the company.

e Accounting policies not specifically referred to otherwise are consistent and in consonance with
generally accepted accounting principles.

e The Company follows the mercantile system of accounting and recognizes items of income and
expenditure on accrual basis, except for insurance claim and refunds/subsidy from statutory authorities
which are accounted for on cash basis, keeping in view the concept of materiality.

2. Use of Estimates:-
The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amount of revenues and expenses for the years presented. Actual results could differ from those
estimates.

3. Recognition of Income and Expenditure:-
Sale of goods is recognized on dispatch to the customers. Sales are inclusive of all duties and taxes.
Income/Expenses are accounted for on accrual basis and provision is made for all known Expenditure.

4. Fixed Assets:-
Fixed assets are capitalized at cost of acquisition. Expenditure relating to fixed assets is added to cost only
when the same involved modification of work and whereby it can increased the life of the assets.

. Depreciation:-
e Depreciation has been provided on the Straight Line Method at the rate specified in Schedule — XIV of the
Companies Act, 1956.

e Depreciation has been provided on pro-rata basis for both assets acquired and sold during the year.

6. Inventories:-
The inventories are valued at lower of cost or net realizable value. Consumables Stores & Spares are
written off at the time of purchase itself. No accounting is done for the invisible waste resulting during
recycling process of ships.

The weight of the ship purchased is accounted in terms of LDT/ MT of the ship as declared by the owner of
the ship. Ascertaining of weight of ship at the time of purchase is not possible due to its nature and size.
There is loss of weight on account of corrosion and other factors during the usage of the ship and its voyage
for long period. Inventory at the close of the year is ascertained by reducing the weight of the scrap sold
together with the estimated wastage of the balance material.
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10.

11.

12.

13.

14.

Investments:-
Investments of long term nature are valued at cost. The company has investment in partnership firm M/s.
Eternal Automobiles.

Retirement Benefits:-

The management is of the opinion that since none of the employees of the company were in continuous
service of more than five years and accordingly making provision of the gratuity does not arise. However,
if payment on account of gratuity arises due to happening of any incidents as provided under the applicable
provisions of law, the same will be accounted for on cash basis. The management is also of the opinion that
the payment under Pension Act is not applicable to the Company.

Provision for Current & Deferred Taxation:-

The provision for taxation has been provided as per the Income Tax Act. The company has , during the
year, adopted Accounting Standard 22 “Accounting for taxes on income” issued by The Institute Of
Chartered Accountant of India. Deferred Tax resulting from timing difference between book and taxable
profit for the year is accounted for using the tax rates and laws that have been enacted or substantively
enacted as on the balance sheet date. The deferred tax assets is recognized and carried forward only to the
extent that there is a reasonable certainty that the assets will be adjusted in future.

Tonnage Tax Benefits:-

The company’s partial activities are eligible for tonnage tax benefit under section 115 V of the Income Tax
Act, 1956 and accordingly the provision for taxation has been made after considering the provisions of
Chapter XII-G of the Income Tax Act, 1961.

Excise Duty and Cenvat:-
Excise Duty payable is calculated on the basis of amount shown in Sales Invoice and cenvat credits is
adjusted to the extent it is available and balance duty is paid and debited to revenue.

Borrowing Cost:-

Borrowing Cost if any, is attributable to acquisition or construction of qualifying assets and are capitalized
as part of the cost of such assets up to the date when such asset is ready for its intended use. Other
borrowing costs are charged to the profit and loss account.

Foreign Currency Transaction:-

The Company is exposed to currency fluctuations on foreign currency transactions. Transactions
denominated in foreign currency are recorded at the original rates of exchange in force / notional
determined exchange rates at the time the transactions are effected. Exchange differences arising on foreign
exchange transactions settled during the year are recognized in the profit and loss account of the year.

In case of forward contracts, if any, the difference between the forward rates and the exchange rates on the
transaction dates is recognized as income or expenses over the lives of the related contracts. The profit/loss
arising out of the cancellation or renewal of forward exchanges contracts are recorded as income/expense
for the period.

Monetary assets and liabilities relating to foreign currency transactions are stated at exchange rate
prevailing at the end of the year and exchange difference in respect thereof is charged to Profit and Loss
Account except foreign exchange loss/gain on reporting of long — term currency monetary items used for
depreciable assets, which are capitalized.

Provision, Contingent Liabilities and Contingent Assets:-

Provisions involving substantial degree of estimation in measurement are recognized when there is a
present obligation as a result of past events and it is probable that there will be an outflow of resources.
Contingent liabilities are not recognized in the books of accounts and disclosed as notes to accounts.
Contingent assets are neither recognized nor disclosed in the financial statements.
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15.

16.

17.

18.

Impairment of Assets:-

Whenever events indicate that assets may be impaired, the assets are subject to a test of recoverability
based on estimates of future cash flows arising from continuing use of such assets or from its ultimate
disposal whichever is higher.

A provision for impairment loss is recognized where it is probable that the carrying value of an asset
exceeds the amount to be recovered through use or sale of the assets whichever is higher.

Earning Per Share:-

The Company reports basic and diluted earnings per share in accordance with Accounting Standard issued
by the Institute of Chartered Accountants of India. Basic earnings per share are computed by dividing the
net profit for the year by the Weighted Average number of equity shares outstanding during the year.
Diluted earning per share is computed by dividing the net profit for the year by weighted average number
of equity shares outstanding during the year as adjusted for the effects of all dilutive potential equity shares
except where results are anti-dilutive.

Related Party Disclosure:-
The details of related parties, as identified by the management are mentioned in Annexure attached.

Segment Reporting:-

The Company is operating its business unit wise, and according to the nature of the business Incomes and
Expenditure are recognized in segments representing one or more strategic business units that offer services
of different nature.

NOTES ON ACCOUNTS: -

1.

In the opinion of the Board of Directors, Current Assets, Loans and Advances have a value of realization
equivalent to the amount at which they are stated in the Balance Sheet. Adequate provisions have been
made in the accounts for all the known liabilities in the books of accounts.

The balance of Sundry Creditors, Sundry Debtors, and Loans & Advances and other parties are
unsecured, considered good and reconciled from subsequent transaction and/ or confirmations are
obtained.

Based on the information available with the company in respect of MSME (as defined in the Micro
Small & Medium Enterprise Development Act, 2006) there are no delays in payment of dues to such
enterprises during the year.

As on date, the Company has not received confirmations from any suppliers who have registered under the
“Micro Small & Medium Enterprise Development Act 2006” and hence no disclosure has been made under
the said Act. And on the basis of information available with the company there are no such parties in
respect of MSME. This has been relied upon by the auditors.

4.The Other Liabilities under the Head “Current Liabilities” includes ¥ 99.41 Lacs outstanding as on 31-12-

5.

2010 from a partnership firm where the company is Partner.

Remuneration Paid/ Payable to Auditors
(Amount in)
Particulars For the Financial Year/Period ended on
31/03/06 | 31/03/07 | 31/03/08 | 31/03/09 | 31/03/10 31/12/10
Egs‘“ory 1,100 9,100 9,100 7,500 | 31,000 25,000
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6. Earning / Expenditure in Foreign Currency:-

(% In Lacs)
Particulars For the Financial year/Period ended on
31/03/06 | 31/03/07 | 31/03/08 | 31/03/09 | 31/03/10 | 31/12/10
Earnings 0.00 0.00 0.00 0.00 62.84 112.73
Expenditure
CIF Value for Import of Ship 0.00 0.00 0.00 0.00 | 2382.01 8272.97
for Recycling Business
Foreign Travelling Expenses 0.00 0.00 0.00 0.00 3.46 0.77
Advance for Purchase of 0.00 0.00 0.00 0.00 4.50 0.00
Equipments

7.Segment Information:-

Based on Accounting Standard 17, issued by the Institute of Chartered Accountant of India, the
Company’s primary business segment is Off-shore, Ship Recycling, Financial Income and Other Income,
whose details are as under for their respective period:-

For the Nine Months Ended 31st December, 2010

(%. In Lacs)
Particulars Off-shore Ship Recycling Others Total
Segment Income 241.65 9954.54 4.21 10200.400
Segment Expenses 161.94 9658.96 0.00 9820.90
Depreciation 20.87 0.81 0.73 22.41
Segment Results 357.08
Un- allocable Exp 2.33
Net Profit Before Tax 354.76
Segment Assets 2095.05 6416.69 14.78 8526.52
Segment Liability 475.34 5752.89 2.75 6230.98
Capltal Expendlturg incurred 6.85 18.79 0.00 25 64
during the year / period
For the year ended on 31-03-2010:
(X In Lacs)
Particulars Off-shore Ship Others Total
Recycling
Segment Income 325.04 3276.92 7.18 3609.14
Segment Expenses 149.55 3065.00 0.00 3214.55
Depreciation 44.86 0.33 1.02 46.21
Segment Results 130.63 211.59 6.16 348.38
Un- allocable Exp 3.11
Net Profit Before Tax 345.27
Segment Assets 2101.37 1690.25 19.74 3811.36
Segment Liability 671.08 1092.43 6.74 1770.25
Capital - Expenditure 5.19 13.85 0.00 19.04
incurred during the year
For the year ended 31-03-2009:
(X in Lacs)
Particulars Off-shore Share of Pr?ﬁt 'from Others Total
Partnership Firm
Segment Income 131.38 2.37 12.44 146.19
Segment Expenses 47.11 0.00 0.00 47.11
Depreciation 22.89 0.00 1.20 24.09
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Segment Results 61.38 2.37 11.24 74.99
Un — allocable Expenses 1.11
Net Profit Before Tax 73.88
Segment Assets 2222.67 34.70 15.96 2273.33
Segment Liability 676.80 0.00 6.74 683.54
Capital Expenditure during 732 75 0.00 0.00 732 75
the year
For the year ended 31.03.2008:
(X in Lacs)
Management Share of Profit
Particulars Services & from Partnership Others Total
Consultancy Firm
Segment Income 5.18 5.50 3.11 13.79
Segment Expenses 6.53 0.00 0.00 6.53
Depreciation 0.00 0.00 1.20 1.20
Segment Results (1.35) 5.50 1.91 6.06
Un — allocable Expenses 1.11
Net Profit Before Tax 4.95
Segment Assets 1498.70 32.34 17.16 1548.20
Segment Liability 26.25 0.00 6.74 32.99
Capital Expenditure during the 0.00 0.00 0.00 0.00
year
For the year ended 31.03.2007:
(X in Lacs)
Management Share of Profit
Particulars Services & from Partnership Others Total
Consultancy Firm
Segment Income 3.61 1.66 1.33 6.60
Segment Expenses 1.79 0.00 0.00 1.79
Depreciation 0.00 0.00 1.20 1.20
Segment Results 1.82 1.66 0.13 3.61
Un — allocable Expenses 1.11
Net Profit Before Tax 2.50
Segment Assets 1459.70 40.07 18.36 1518.13
Segment Liability 1.73 0.00 6.74 8.47
Capital Expenditure during the 0.00 0.00 0.00 0.00
year
For the year ended 31.03.2006:
(X in Lacs)
Particulars Management Services Others Total
& Consultancy
Segment Income 2.85 0.00 2.85
Segment Expenses 1.73 0.00 1.73
Depreciation 0.00 1.08 1.08
Segment Results 1.12 (1.08) 0.04
Un — allocable Expenses 0.00
Net Profit Before Tax 0.04
Segment Assets 679.49 19.44 698.93
Segment Liability 6.93 6.74 13.67
;Z:Zﬁital Expenditure during the 0.00 0.00 0.00
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8. Details of Discontinuing Operations

The Company has discontinued operations of its Gas Division namely “Varun Gas” located at Sihor
GIDC, Bhavnagar in the year 1997. The said division has no reportable operations as per Accounting
Standard - 24 in the last 5 financial years as required to be disclosed under Schedule VIII of SEBI
(ICDR) Regulations 2009.

9.Previous year’s figures have been regrouped / rearranged wherever necessary so as to make them

comparable with the current year’s figures.

Annexure — V

Schedule of Secured Loan:

(X In Lacs)
. For the Year / Period ended on
Particulars
31/03/2006 | 31/03/2007 | 31/03/2008 | 31/03/2009 | 31/03/2010 | 31/12/2010
Cash Credit
Allahabad Bank 0.00 0.00 0.00 0.00 974.31 5080.41
10B 0.00 0.00 25.02 521.37 483.10 261.51
Total (A) 0.00 0.00 25.02 521.37 1457.41 5341.92
Term Loan
10B 0.00 0.00 0.00 128.51 92.94 72.04
Total (B) 0.00 0.00 0.00 128.51 92.94 72.04
Bank O/D (C) 0.00 0.00 0.00 0.00 0.00 268.56
Total (A+B+C) 0.00 0.00 25.02 649.88 1550.35 5682.52
Annexure — VI
Schedule of Unsecured Loan:
(X In Lacs)
Particulars For the Year / Period ended on
31/03/2006 | 31/03/2007 | 31/03/2008 | 31/03/2009 | 31/03/2010 | 31/12/2010
Payable to  Promoter/ 0.00 0.00 0.00 0.00 0.00 0.00
Group Companies
Payable to Body
Corporate / Others 0.00 0.00 0.00 0.00 66.07 50.00
Total 0.00 0.00 0.00 0.00 66.07 50.00
Annexure — VII
Schedule of Contingent Liabilities, As Restated:
(X In Lacs)
. For the Year / Period ended on
Particulars
31/03/2006 | 31/03/2007 | 31/03/2008 | 31/03/2009 | 31/03/2010 | 31/12/2010
Bank Guarantee 0.00 60.00 67.00 63.85 63.62 22.00
Corporate ~ Guarantee  to
Banks for Bank Limits
Granted to Partnership Firm 0.00 58.19 39.26 92.16 165.84 184.00
where Company is partner
Total 0.00 118.19 106.26 156.01 229.46 206.00
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Annexure — VIII
Schedule of Investment, As Restated:

(X In Lacs)
Particulars For the Year / Period ended on

31/03/2006 | 31/03/2007 | 31/03/2008 | 31/03/2009 | 31/03/2010 | 31/12/2010
Investment Long Term- At Cost
Non Trade Investment — Quoted
Equity Shares : (Fully Paid Up)
J.P.Associates 0.00 0.00 0.87 0.87 0.00 0.00
Total (A) 0.00 0.00 0.87 0.87 0.00 0.00
Non — Trade Investment - Unquoted
Equity Shares: (Fully Paid Up)
D.V. Steel Industries Pvt. Ltd 76.77 0.00 0.00 0.00 0.00 0.00
Gujarat Mobil Pvt. Ltd 125.00 0.00 0.00 0.00 0.00 0.00
M.V.Shiptrade Pvt. Ltd 128.00 0.00 0.00 0.00 0.00 0.00
Pantime Finance Co. Pvt. Ltd 46.90 0.00 0.00 0.00 0.00 0.00
Sonthalia Steel & Rolling Mills Pvt. Ltd 186.00 80.00 0.00 0.00 0.00 0.00
Shree Mahavir Rolling Mill Pvt. Ltd 36.92 0.00 0.00 0.00 0.00 0.00
Shree Mahavir Iron Industries Pvt. Ltd 10.04 0.00 0.00 0.00 0.00 0.00
Dayal Steels Pvt. Ltd 0.00 20.00 7.80 7.80 0.00 0.00
Gaziabad Ship breaking Pvt. Ltd 0.00 321.00 0.00 150.00 0.00 0.00
J R Ispat Pvt. Ltd 0.00 0.00 0.00 150.00 0.00 0.00
Mahek Agro Mineral Pvt. Ltd 0.00 210.00 260.00 0.00 0.00 0.00
Salasar Reality Ventures Pvt. Ltd 0.00 150.00 150.00 150.00 0.00 0.00
Kunj Trading Pvt. Ltd 0.00 57.00 127.00 302.00 0.00 0.00
Shri Mahavir Ferro Alloys Pvt. Ltd 0.00 261.75 261.75 261.75 0.00 0.00
Shri Mahavir Hi- Tech Chemicals Pvt. 0.00 100.00 100.00 100.00 0.00 0.00
Ltd
Legend Steels Pvt. Ltd 0.00 0.00 15.00 15.00 0.00 0.00
MSV Alloys Pvt Ltd 0.00 0.00 470.00 214.60 0.00 0.00
Kalptaru Steels Pvt. Ltd 0.00 96.00 0.00 0.00 0.00 0.00
Siddhartha Bronze Products Pvt. Ltd 0.00 50.00 0.00 0.00 0.00 0.00
Vedvyas Mineral Pvt. Ltd 0.00 73.00 0.00 0.00 0.00 0.00
Total (B) 609.63 1418.75 1391.55 1351.15 0.00 0.00
Units of Mutual Funds
Quoted/Unquoted
Birla Sunlife Equity Mutual Fund 0.00 0.10 0.10 0.00 0.00 0.00
Birla Sunlife MidCap Mutual Fund 0.00 0.10 0.10 0.00 0.00 0.00
DSP Merrill Lynon Equity Mutual Fund 0.00 0.08 0.10 0.00 0.00 0.00
Franklin India Prima Plus Mutual Fund 0.00 0.10 0.10 0.00 0.00 0.00
HDFC Equity Mutual Fund 0.00 0.10 0.10 0.00 0.00 0.00
HDFC Top 200 Mutual Fund 0.00 0.25 0.25 0.00 0.00 0.00
ICICI Discovery Mutual Fund 0.00 0.10 0.10 0.00 0.00 0.00
Prudential ICICI Growth Mutual Fund 0.00 0.10 0.10 0.00 0.00 0.00
Prudential ICICI Power Mutual Fund 0.00 0.10 0.10 0.00 0.00 0.00
Reliance Growth Mutual Fund 0.00 0.50 0.50 0.00 0.00 0.00
Reliance Long Term Equity Mutual 0.00 0.50 0.50 0.50 0.00 0.00
Fund
Reliance Vision Mutual Fund 0.00 0.40 0.40 0.00 0.00 0.00
SBI One India Mutual Fund 0.00 0.50 0.50 0.00 0.00 0.00
Tata Pure Equity Mutual Fund 0.00 0.10 0.10 0.00 0.00 0.00
10B Principal Mutual Fund 0.00 0.00 0.00 0.00 0.10 0.10
Total (C) 0.00 3.03 3.05 0.50 0.10 0.10
Investment In Partnership Firm
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Eternal Automobiles 0.00 40.07 32.34 34.70 39.82 0.00
Total (D) 0.00 40.07 32.34 34.70 39.82 0.00
Investment in Kissan Vikas Patra 0.00 0.00 0.00 0.20 0.20 0.20
Total (E) 0.00 0.00 0.00 0.20 0.20 0.20
Total (A+B+C+D+E) 609.63 1461.85 1427.81 1387.42 40.12 0.30
Annexure — IX
Schedule of Debtors, As Restated:
(X In Lacs)
Particulars For the Year / Period ended on

31/03/2006 | 31/03/2007 | 31/03/2008 | 31/03/2009 | 31/03/2010 | 31/12/2010
More than Six Months (Consider
goods)
Receivable from Promoters/ promoters 0.00 0.00 0.00 0.00 0.00 0.00
Group Co’s
Receivables from others 0.00 0.00 0.00 0.00 0.00 0.00
Less: Provisions 0.00 0.00 0.00 0.00 0.00 0.00
Total (A) 0.00 0.00 0.00 0.00 0.00 0.00
Less than Six Months (consider goods)
Receivable from Promoters/ promoters 0.00 0.00 0.00 0.00 0.00 0.00
Group Co’s
Receivables from others 3.86 0.55 1.14 24.64 515.39 263.14
Less: Provisions 0.00 0.00 0.00 0.00 0.00 0.00
Total (B) 3.86 0.55 1.14 24.64 515.39 263.14
Total (A+B) 3.86 0.55 1.14 24.64 515.39 263.14
Annexure — X
Schedule of Loans & Advances, As Restated:

(% In Lacs)
Particulars For the Year / Period ended on

31/03/2006 | 31/03/2007 | 31/03/2008 | 31/03/2009 | 31/03/2010 | 31/12/2010
Receivable/ (Payable) from Promoters/ 23.94 3.20 0.8 (128.52) 0.00 0.00
promoters Group Co’s *
Receivable/ Payable from other Body (27.08) 12.93 32.43 56.78 909.66# 1109.56#
Corporate/ Others
Advance Tax including TDS & Refund 0.25 0.02 0.01 3.14 5.99 13.36
receivables
Deposits/ Others/ Advances receivable 5.00 11.82 29.14 81.20 99.57 221.32
in cash or in kind
Total 2.11 27.97 62.38 12.60 1015.22 1344.24
* Promoters/ promoter group co.
consist of:
Ajit Kumar Jain & Co. 2.40 0.00 0.00 0.00 0.00 0.00
Ajit Kumar Jain (1.00) 0.00 0.00 (0.20) 0.00 0.00
Eternal Automobiles 22.67 0.00 0.00 (122.99) 0.00 0.00
Jain Sheth & Co. 3.02 3.20 345 4.75 0.00 0.00
Manoj Kumar Jain 5.00 0.00 (0.41) (5.44) 0.00 0.00
Manoj Kumar Jain HUF (0.95) 0.00 0.00 0.00 0.00 0.00
Sangeeta Jain (5.20) 0.00 (0.74) (2.94) 0.00 0.00
Subodh Kumar Jain 0.00 0.00 0.00 (0.20) 0.00 0.00
Sushma Jain (2.00) 0.00 0.00 0.00 0.00 0.00
Varun Jain 0.00 0.00 (1.50) (1.50) 0.00 0.00
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# The details of Body Corporate(s) / Others are as follows:-

Name of the parties . In Lacs Relationship Shareholzlil;1§/:;1 VMSIL Alllnrfsfzft R?ti; ::3; )
For the Year/ Period 31-03-10 | 31-12-10 31-03-10 31-12-10 | 31-03-10 | 31-12-10
ended on
Ashika Capital Ltd 2.50 0.00 No Nil Nil Nil Nil
Aapee Shipbreakers Pvt. 0.00 0.27 No Nil Nil Nil Nil
Ltd.
Gujarat Enviro Protection 0.15 0.59 No Nil Nil Nil Nil
& Infrastructure Limited
Agrasen Shipbreakers 0.00 107.00 No Nil Nil Nil 9%
Pvt.Ltd
Eternal Motors Pvt. Ltd 0.00 32.00 No Nil Nil Nil Nil
Gujarat Maritime Board 0.71 0.68 No Nil Nil Nil Nil
I B Commercial Private 227.07 185.32 No Nil Nil 12 % 9%
Limited
I B Trading Private 7.00 80.00 No Nil Nil 12 % 9%
Limited
Laxmi Meallurgical & 2.00 0.00 No Nil Nil Nil Nil
Marine Engineers Private
Limited
Shree Mahavir Ferro 1.14 1.14 No Nil Nil 12 % Nil
Alloys Private Limited
Sun Insulators Private 51.29 42.29 No Nil Nil 12 % 9%
Limited
Vijay Stationeries Private 8.75 6.83 No Nil Nil 12 % 9%
Limited
Aashirwad Enterprise 0.01 0.00 No Nil Nil Nil Nil
Amit Trivedi 3.00 0.00 No Nil Nil Nil Nil
City Developers 114.29 364.29 No Nil Nil 12 % 9%
Eastern shipping 4.21 4.21 No Nil Nil Nil Nil
Ganga Automobilies 3.50 3.50 No Nil Nil Nil Nil
Gujarat Steel Rolling Mill 36.66 36.66 No Nil Nil Nil Nil
1 B Enterprise 445.28 244.28 No Nil Nil 12 % 9%
Subhadra Metal 0.50 0.50 No Nil Nil Nil Nil
TOTAL 908.06 1109.56
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Annexure — XI

Schedule of Business Income / Other Income, As Restated:

(X In Lacs)
Particulars For the Year / Period ended on

31/03/2006 | 31/03/2007 | 31/03/2008 | 31/03/2009 | 31/03/2010 31/12/2010
Operation Income
from Business
pom Ship Breaking 0.00 0.00 0.00 0.00 | 257413 4723.63
-From Off - Shore 0.00 0.00 0.00 131.38 285.07 164.25
Division
- Profit from 0.00 1.66 5.50 237 5.12 0.37
Partnership Firm
-From Mgmt. Services 2.85 3.61 5.18 4.97 0.00 0.00
& Consultancy
Interest Income 0.00 0.00 0.24 4.95 47.62 100.62
Total Business 2.85 5.27 10.92 143.67 | 2911.94 4988.87
Income
Other Income
Recurring
Other Operation Misc. 0.00 0.00 0.00 252 1.55 5.65
Income
Non-Recurring
Profit from Sale of 0.00 1.33 2.87 0.00 0.50 0.00
Shares
Total 0.00 1.33 2.87 2.52 2.05 5.65
Annexure — XII
Schedule of Dividend:

(X In Lacs)
Particulars For the Year / Period ended on
31/03/2006 | 31/03/2007 | 31/03/2008 | 31/03/2009 | 31/03/2010 | 31/12/2010

On Equity Shares
Fully Paid up Share Capital (A) 193.36 360.66 360.66 360.66 1003.52 1003.52
Face Value ) 10/- 10/- 10/- 10/- 10/- 10/-
Paid up value per share () 10.00 10.00 10.00 10.00 10.00 10.00
Partly Paid Up Share Capital ) 52.80 52.80 52.80 52.80 - -
(10.56 Lacs Equity shares of ¥ 10/-
each) (B)
Paid Up Value per share on above 5.00 5.00 5.00 5.00 - -
Partly Paid Up share capital )
Total paid up share capital (3) (A 246.16 413.46 413.46 413.46 1003.52 1003.52
+ B)
Rate of Dividend 0.00% 0.00% 0.00% 0.00% 0.00% 0.00%
Total Dividend 0.00 0.00 0.00 0.00 0.00 0.00
Corporate dividend tax on above 0.00 0.00 0.00 0.00 0.00 0.00
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Annexure — XIIT
Schedule of Capitalization:

(X In Lacs)
. Pre issue as at 31° December, | Adjusted for present issue (Post
Particulars
2010 Issue)*

Borrowing
Short Term Debts 50.00 *
Long Term Debts 5682.52 *
Total Debts 5732.52 *
Shareholders Funds: *
Share Capital 1003.52 *
Reserve & Surplus 1290.39 *
Less: Miscellaneous Expenditure 19.25 *
Not Written Off
Total Shareholders fund 2274.66 *
Long Term Debts / 2.50 *
Shareholders Funds ratio
Total Debts / Equity ratio 2.52 *

* Note: Share Capital and Reserve & Surplus post issue can be calculated only on the conclusion of the book

building process.

Annexure — XIV
Significant Accounting Ratio:

(X In Lacs)
Particulars For the Year / Period ended on

31/03/2006 | 31/03/2007 | 31/03/2008 | 31/03/2009 | 31/03/2010 | 31/12/2010
A. Net Worth as per Balance Sheet 685.26 1509.66 1515.21 1589.79 2038.85 2274.66
gh:ert()ﬁt/ (Loss) after Tax as per Balance (0.25) 1.58 3.44 72.44 260.72 250.03
C. Weighted Avg. Number of Equity | 1755706 | 6614498 | 82,69,164 | 82,69,164 | 94,09,834 | 100,35,164
Shares Outstanding during the year
D. Adjusted Earning per Share (%) (B/C) (0.005) 0.02 0.04 0.88 2.77 2.49%*
E. Number of Equity shares outstanding | ¢ ¢y sg5 | 4734582 | 41,34,582 | 41,34,582 | 100,35,164 | 100,35,164
at the end of the year
F.Net Assets Value (3) (A/E) 27.84 3651 36.65 38.45 2032 267"
G. Return on Net Worth (%) (B/A) (0.04) 0.11 0.23 4.56 12.79 10.99%

*Not Annualized

Notes:-

1. An earning per share is calculated in accordance with Accounting Standard 20 “Earning per Share” issued
by the Institute of Chartered Accountants of India. In terms of para 24 of AS -20, the number of equity
shares outstanding before the issue of bonus shares is adjusted for the change in number of equity shares
issued as bonus shares as if the shares were issued at the beginning of the earliest reported period.

2. During the year ended 31% March, 2010 the company has issued 50,17,582 bonus issue to the shareholders
in the ratio of one share for every one share held by them. Since the bonus issue is an issue without
consideration, it has been treated as if it had occurred from the beginning of the earliest period and
accordingly treated for both purpose of computing EPS and Net Asset Value per share.

3. The above ratios have been calculated based on restated financial statements.
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4. The E.P.S. calculated for the F.Y. 2005-06, 2006-07, 2007-08, 2008-09 and 2009-10 is not in conformity
with Audit Report of respective financial year due to change in the calculation of Weighted Average

number of shares as mentioned below:-

Financial Year | E.P.S as per Audit Report | Adjusted E.P.S as per Financial
ended on ® Statement Restated (3)
31-03-2006 0.03 (0.005)
31-03-2007 0.05 0.02
31-03-2008 0.09 0.04
31-03-2009 1.58 0.88
31-03-2010 2.61 2.77
Calculation of Weighted Average Number of Shares during the year
. For the Year / Period ended on
Particulars
31/03/2006 | 31/03/2007 | 31/03/2008 | 31/03/2009 | 31/03/2010 | 31/12/2010
Total number of equity share
outstanding at the beginning 21,54,582 | 24,61,582 | 41,34,582 | 41,34,582 | 41,34,582 | 1,00,35,164
of the year — [A]
Equity shares issued during
the year
17.10.2005
(Calls in Arrears Received on 3,07,000
Partly Paid Up shares)
28-03-2007 16,73,000
05-12-2009
(Calls in Arrears Received on 335000
Partly Paid up shares)
07-12-2009
(Calls in Arrears Received on 193000
Partly Paid up shares)
30-12-2009 3,55,000
Total Equity shares at the | 4 ¢, 505 | 4134582 | 41,34,582 | 41,34,582 | 50,17,582 | 1,00,35,164
end of the year/ period
Equity shares in proportion to
outstanding days remained 139622 18,334 0 0 2,57,670
during the year/ period- [B]
Bonus Shares Issued [ C ] 24,61,582 | 41,34,582 | 41,34,582 | 41,34,582 | 50,17,582
Weighted Average number of
Equity shares outstanding
during the year / period 47,55,786 | 66,14,498 | 82,69,164 | 82,69,164 | 94,09,834 | 1,00,35,164
[A+B+C]

141




Annexure — XV:

Transaction with Related Parties:

Related Parties to the company:-

1. Shri Ajit Kumar Jain Director
2. Shri Manoj Jain Director
3. Smt. Sangeeta Jain Director
4. Smt. Sushma Jain Relative of Director
5. Shri Subhod Jain Relative of Director
6. Eternal Automobiles Associate of Company
7. Jain Seth & Co Associate with Director
8. Varun Jain Relative of Director
9. Manoj Kumar Jain HUF Director HUF
10. Ajit Kumar Jain & Co. Associate of Mr. Ajit Kumar Jain
(X In Lacs)
Sr. Nature of For the Year / Period ended on
No | Name of the Party Transaction 31/03/2006 | 31/03/2007 | 31/03/2008 | 31/03/2009 | 31/03/2010 | 31/12/2010
Loan  Taken  and
Outstanding as at the (1.00) 0.00 0.00 (0.20) 0.00 0.00
year /period end
| Ajit Kumar Jain In.terest Paid . 0.00 0.00 0.00 0.00 0.21 0.00
Director Remuneration 0.00 0.00 0.00 0.00 0.00 2.25
Amount Outstanding
on account of Services 0.00 0.00 0.00 0.00 0.00 2.25
rendered
Loan  Taken  and
) Smt. Sushma Jain Outstand.ing as at the (2.00) 0.00 0.00 0.00 0.00 0.00
year/ period end
Interest Paid 0.00 0.00 0.00 0.00 0.06 0.00
.. . Loan  Given and
3 éﬂ)‘t Kumar Jain & |\ tanding as at the 2.40 0.00 0.00 0.00 0.00 0.00
) year/period end
Loan  Given and
outstanding as at the 22.67 0.00 0.00 0.00 0.00 0.00
year/period end
Investment as Partner
outstanding as at the 0.00 40.07 32.34 34.70 39.82 0.00
Eternal year / period end
4 Automobiles Loan Taken and
Outstanding as at the 0.00 0.00 0.00 (122.99) 0.00 99.41
year/ period end
Corporate  Guarantee
to Banks for Bank 0.00 58.19 39.26 92.16 165.84 184.00
Limits granted where
Company is Partner
Loan  Given and
outstanding as at the 5.00 0.00 0.00 0.00 0.00 0.00
5 Shri Manoj Kumar | year/period end
Jain Loan  Taken and
Outstanding as at the 0.00 0.00 (0.41) (5.44) 0.00 0.00
year/ period end
Manoj Kumar Jain Loan Taken and
6 HUF Outstanding as at the (0.95) 0.00 0.00 0.00 0.00 0.00
year/ period end
7 | Smt. Sangeeta Jain | 030  Taken  and (5.20) 0.00 (0.74) (2.94) 0.00 0.00
) Outstanding as at the ) ) ' ) ) '
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year/ period end
Director Remuneration 0.00 0.00 0.00 2.20 2.48 9.00
Rent Paid 0.00 0.00 0.00 0.00 0.00 0.90
Amount Outstanding
on account of Services 0.00 0.00 0.00 0.00 0.00 0.86
rendered
Loan  Given and
outstanding as at the 3.02 3.20 345 4.75 0.00 0.00
year/period end
Purchase of Fixed

3 Jain Seth & Co. Assets 0.00 0.00 0.00 0.00 2.50 0.00
Amount Outstanding
on account of
Purchase of Fixed 0.00 0.00 0.00 0.00 0.00 2.50
assets
Loan  Taken  and

9 Varun Jain Outstanding as at the 0.00 0.00 (1.50) (1.50) 0.00 0.00
year/ period end
Loan  Taken  and

10 | Subhod Jain Outstanding as at the 0.00 0.00 0.00 (0.20) 0.00 0.00
year/ period end

Note: Related party relationships are identified by the company based on available information & relied

upon by the Auditors.

Annexure — XVI:
Statement of Tax Shelter:

(As per return of income filed and to be filed for the respective assessment years)

(X In Lacs)
For the Year / Period ended on
Particulars 31/03/2006 | 31/03/2007 | 31/03/2008 | 31/03/2009 | 31/03/2010 31/12/2010
(Provisional)
A. Profit before current and 0.04 2.50 4.95 73.88 345.27 354.76
deferred taxes, as restated
Adjustments:
B. Permanent Differences
Dividend 0.00 0.00 0.00 0.00 0.00 0.00
Net Disallowable / (Allowable) 0.07 0.00 0.00 0.01 0.91 0.20
expenses
Loss (Profit) on sale of Fixed 0.00 0.00 0.00 0.00 0.00 0.00
Assets
Profit on sale of Investments 0.00 (1.33) (2.87) 0.00 0.00 0.00
Share from Partnership Firm 0.00 (0.68) (1.47) (2.37) (5.12) (0.37)
exemptedu/s10 (2A)
Interest received 0.00 0.00 0.00 0.00 0.00 0.00
Total (B) 0.07 (2.01) (4.34) (2.36) (4.21) (0.17)
C. Temporary Differences
Difference between amount 0.73 0.92 0.96 (10.96) (77.48) (62.09)
allowable under IT and the
Books of accounts
On account of Preliminary 0.00 0.00 0.00 0.00 2.00 0.00
Expenses
Total (C) 0.73 0.92 0.96 (10.96) (75.48) (62.09)
D. Business Profit / (Loss) 0.85 1.41 1.57 60.56 265.58 292.50
Capital Gains 0.00 1.33 2.87 0.00 0.00 0.00
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Less: Long Term Capital Gains 0.00 0.00 0.00 0.00 0.00 0.00
E. Net Capital Gain (Taxable) 0.00 1.33 2.87 0.00 0.00 0.00
F. Income from other sources 0.00 0.00 0.00 0.00 0.00 0.00
G. Total Income (D+E+F) 0.85 2.74 4.44 60.56 265.58 292.50
H. Set-off of B/f unabsorbed 0.00 0.00 0.00 0.00 (12.18) 0.00
loss / depreciation
1. Taxable Profit (G-H) 0.85 2.74 4.44 60.56 253.40 292.50
Less: Profit of Tug Business to 0.00 0.00 0.00 (71.31) (107.03) 53.97
be taxable u/s 115V
Net Taxable Profit from 0.85 2.74 4.44 (10.75) 146.37 238.53
Normal Bus.
Tax Liability on I above or on 0.29 0.92 1.49 1.29 52.38 86.10
Book Profit u/s. 115JB
Tax Provision as per P/L A/c 0.29 0.92 1.49 1.29 82.30 86.10
Adjusted Tax Provision 0.00 0.00 0.00 0.00 29.92 0.00
Annexure — XVII:
Schedule of Reserve & Surplus, Restated:
(R In Lacs)

Particulars For the Year / Period ended on

31/03/06 31/03/07 31/03/08 31/03/09 31/03/10 31/12/10
Profit & Loss Account
Opening Balance 4.23 3.96 5.54 8.96 67.14 305.88
;*e‘;‘i:' Profit /(Loss) during the 0.27) 1.58 3.42 58.18 23874 | 23942
Closing Balance - (A) 3.96 5.54 8.96 67.14 305.88 545.30
Tonnage Tax Reserve -(B) 0.00 0.00 0.00 14.26 35.67 46.27
Share Premium - (C) 424.88 1094.07 1094.07 1094.07 698.82 698.82
Revaluation Reserve - (D) 0.00 0.00 0.00 0.00 0.00 0.00
Total - (A +B+C+D) 428.84 1099.61 1103.03 1175.47 1040.37 1290.39
Annexure — XVIII:-
Schedule of Deferred Tax Liability, Restated:

(X In Lacs)
Particulars For the Year / Period ended on

31/03/2006 | 31/03/2007 | 31/03/2008 | 31/03/2009 | 31/03/2010 | 31/12/2010
Opening Balance of
Deferred Tax (Liabilities)/ 0.00 0.00 0.00 0.00 0.00 (2.25)
Assets (Net)
Add:- Addition During the year
Deferred Tax Liabilities 0.00 0.00 0.00 0.00 (2.25) (18.63)
Deferred Tax Assets 0.00 0.00 0.00 0.00 0.00 0.00
Closing Balance of Deferred 0.00 0.00 0.00 0.00 (2.25) 20.88
Tax (Liabilities ) / Assets
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CHANGES IN ACCOUNTING POLICIES IN THE LAST THREE YEARS
There are no changes in accounting policies of the Company in the last three years except the following:
The Company has changed accounting policy relating to charging of depreciation on Fixed Assets of its

discontinued gas division and has charged depreciation of ¥ 1.02 Lacs for the last five Financial Years and has
recalculated Net Block as well as Net Profit.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

You should read the following discussion and analysis of our financial condition and results of operations together
with our financial statements included in this Red Herring Prospectus. You should also read the Section titled ‘Risk
Factors’ beginning on page 12 of the Red Herring Prospectus, which enumerates number of factors and
contingencies that could impact our financial condition and results of operations. The following discussion relates to
our Company on a standalone basis, and unless otherwise stated, is based on our restated unconsolidated financial
statements, which have been prepared in accordance with Indian GAAP, the accounting standards and other
applicable provisions of the Companies Act, 1956, and the SEBI (ICDR) Regulations, 2009. Our Financial year
ends on March 31 of each year.

Overview

Our Company was originally incorporated as ‘Varun Management Services Private Limited” on December 2, 1991
under the Companies Act, 1956 at Bhavnagar vide Certificate of incorporation bearing Registration Number 04-
16714 of 1991-92 issued by the Registrar of Companies, Gujarat, Dadra & Nagar Haveli (‘ROC’). The name of our
Company was changed to “VMS Industries Private Limited’ vide fresh Certificate of Incorporation dated May 22,
2007. Subsequently our Company was converted into a public limited company and its name was changed to ‘VMS
Industries Limited’ vide fresh Certificate of Incorporation dated January 29, 2010

The Company is engaged in the following major activities:
1. Ship Recycling Activity
2. Off-Shore Activities in the nature of support services

The Company is having Plot at village Sosiya, Dist.: Bhavnagar (Gujarat) for its Ship Recycling Activities.

The Company is also having One Tug that provides assistance to Ships. The Company had One Speed Boat for
Patrolling under Charter Agreements to Gujarat Maritime Board.

The Company is also Partner in a Partnership Firm Named M/s. Eternal Automobiles engaged in business of Two-
Wheeler Automobiles.

Significant Development Subsequent to Nine Months ended on December 31, 2010

The directors of our Company confirm that in their opinion no circumstances have arisen since the date of the last
financial period, which materially and adversely affect or likely to affect the business of our Company, or the value
of our assets or our ability to pay our liabilities within the next twelve months except the following.

1. Change in the constitution of M/s Eternal Automobiles, Partnership firm:-
M/s Eternal Automobiles, the Partnership Firm, has been reconstituted through Partnership Deed dated April
20, 2011 by inducting five new partners (Mr. Ajit Kumar Jain, Mrs. Sushma Jain, Mr. Manoj Kumar Jain, Mr.
Varun Jain and Mr. Vaibhav Jain) and revision in the Profit/ Loss Sharing Ratio.

2. Sale of Speed Boat, Kalptaru:-
The Company has sold the Speed Boat, Kalptaru, as per the sale confirmation letter dated 02.04.2011 for total
consideration of ¥ 99.75 Lacs including VAT of ¥ 4.75 Lacs to M/s Global Cambay Marine Services Pvt. Ltd,
Surat

3. The Company has purchased a ship namely M.V. Green Neptunic having a weight of 2420 MT as per MOA
dated April 20, 2011.

Factors affecting our Results and Operations and Financial Conditions

Our business, results of operation and financial condition are affected by number of factors including:

1. General Economic Conditions

2. Company's ability to successfully implement its strategy and its growth and expansion plan

3. Increasing competition in the industry

4. Changes in laws & regulations applicable to the industry, fiscal, economic and political conditions in the economy
5. Realisibility of dues from customers.
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OUR RESULTS OF OPERATION

The table below sets forth various items from our Company’s restated financial information for last three financial

years
(¥in Lacs)
Particulars For the Year ended on March 31, For Nine
Months ended
on December
2008 2009 2010 31,2010

Income from Operations

Income from Recycling of Ship 4723.63

Operation 0.00 0.00 2574.13

Income from Off-shore operation 164.25

Business 0.00 131.38 285.07
Growth (%) - 116.98%

Income from Management Services and 0.00

Consultancy 5.18 4.97 0.00
Growth (%) (4.05)% | (100.00) %

Interest Income 0.24 4.95 47.62 100.62
Growth (%) 1962.50% 862.02%

Share of the Profit from partnership firm 5.50 2.37 5.12 0.37
Growth (%) (56.91) % 116.03%

Total Operation Income 10.92 143.67 2911.94 4988.87
Growth (%) 1215.66% 1926.83%

Increase/ (Decrease) in Stock 0.00 0.00 695.15 5205.88

Other Income

Recurring

Miscellaneous Income 0.00 2.52 1.55 5.65
Growth (%) - (38.49) %

Non-Recurring

Profit from sale of investment 2.87 0.00 0.50 0.00
Growth (%) (100.00) % -

Total Other Income 2.87 2.52 2.05 5.65
Growth (%) (12.20) % (18.65) %

Total Income 13.79 146.19 3609.14 10200.40
Growth (%) 960.12% 2368.80%

Expenditure

Purchase 0.00 0.00 2721.87 9249.43

Manufacturing Expenses 0.00 0.81 139.76 191.48
Growth (%) - | 17154.32%

Payment to & Provision For staff and 278 15.25 68.40 82.27

crew member
Growth (%) 448.56% 348.52%

Total Operating expenses 2.78 16.06 2930.03 9523.18
Growth (%) 477.70% | 18144.27%

Total Operating Expenses as % to Total 20.16% 10.99% 81.18% 93.36%

Income

Administrative Expenses 2.86 21.05 192.42 208.28

Administrative Expenses as % to Total 20.74% 14.40% 5339 2.04%

Income

Earning Before Interest , 468.94

Depreciation, Tax & Amortisation 8.15 109.08 486.69

(EBIDTA)
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EBIDTA as % to Total Income 59.10% 74.62% 13.49% 4.60%

Interest 0.89 10.00 92.10 89.43

Depreciation 1.20 24.09 46.21 22.42

Preliminary Exp Written off 1.11 1.11 3.11 2.33

Profit Before Tax 4.95 73.88 345.27 354.76
Growth (%) 1392.53% 367.34%

Provision for Taxation 1.49 1.30 82.30 86.10

Provision for FBT 0.02 0.14 -

Provision for Deferred Tax - - 2.25 18.63

Total Tax as % to PBT 30.51% 1.95% 24.49%

Profit after tax 3.44 72.44 260.72 250.03

Transfer to Tonnage tax reserve - 14.26 21.41 10.61

Prior period adjustment 0.02 - 0.57 0.00

Net Profit as restated 3.42 58.18 238.74 239.42
Growth (%) 1601.17% 310.35%

Net Profit as % to Total Income 24.80% 39.80% 6.62% 2.35%

Results for the nine months period ended as on December 31, 2010

Income from Operations / Other Income

The Company's income from operations of Ship-Recycling is I 4723.63 Lacs and from Off-shore operations is I
164.25 Lacs. Interest income forming part of income from operations is ¥ 100.62 Lacs and from Share of the profit
from Partnerhsip firm is ¥ 0.37 Lacs. The Company's income from operations is ¥ 4988.87 Lacs and other income
is ¥ 5.65 Lacs. The Company's total income is I 10200.40 Lacs which includes I 5205.88 as an Increase in
Inventories.

Expenditure

The Company's total operating expenditure is ¥ 9523.18 Lacs which constitute 93.36 % of the total income. The
administrative expenses are ¥ 208.28 Lacs or 2.04 % of Total Income derived during the said period.

Profit After Tax
The Company Net Profit After Tax, as restated is ¥ 250.03 Lacs for the said period.

Comparison

Results for the year ended on 31st March, 2010 as compared to the results for the year ended 31st
March 2009.

Income from Operations/Other Income

Our total income from operations of Ship-Recycling and Off-Shore operations for the year ended on
March 31, 2010 amounted to ¥ 2,574.13 Lacs and ¥ 285.07 Lacs respectively in comparison to I Nil
from Ship-Recycling and ¥ 131.38 Lacs from Off-Shore operations respectively for the year ended
March 31, 2009. The Growth in Off-Shore operations resulted increase of 116.98% for the year ended as
on 31-03-2010 in comparison to previous year ended as on 31-3-2009. The increase in revenue in Off-
Shore operations in the financial year 2009-10 is due full year’s operations while operations of off shore
division in the previous financial year 1.e.2008-09 was only for 6 months period. The ship recycling
activities was started in July, 2009 and therefore operations of ship recycling activities was Nil in
Financial year 2008-09 in comparison to turnover of ¥ 2,574.13 Lacs in financial year 2009-10.
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The interest income in F.Y. 2009-10 was ¥ 47.62 Lacs while the same was ¥ 4.95 Lacs in F.Y. 2008-09.
This increase resulted into a growth of 862.02 % as compared to previous year which is due to higher
interest bearing advances. The income from share of partnership firm in F.Y. 2008-09 was ¥ 2.37 lacs
which has increased to ¥ 5.12 lacs in F.Y.2009-10 and the same resulted into a growth of 116.03%. This
increase is due to better working achieved by partnership firm M/s Eternal Automobiles where the
company is partner.

Other Income amounted to ¥ 2.05 Lacs for the financial year ended 31* March, 2010 as comparison to I
2.52 Lacs for the previous year ended 31* March, 2009.

Expenditure

The total expenditure other than interest, depreciation and taxes for the year ended as on 31-03-2010
amounted to ¥ 3125.56 Lacs while the same was ¥ 38.22 Lacs for the previous year ended as on 31-3-
2009 showing an increase of 8077.81% due to new activity of Ship-Recycling adopted by the company
and due to increase in volume of Off-Shore operations. The major increase in expenditure in F.Y.2009-10
is on account of purchase of old ships for recycling amounting to ¥ 2721.87 lacs while the same was Nil
in F.Y.2008-09.The other major increase in expenditure in F.Y.2009-10 is on account of Manufacturing
expenses amounting to ¥ 139.76 lacs and payment to employees amounting to I 68.40 lacs while the same
was < 0.81 lacs and ¥ 15.25 lacs respectively in F.Y.2008-09. This increase was due to ship recycling
business activity and full year’s activity of off shore division in F.Y.2009-10 while there was no ship
recycling activity in F.Y.2008-09 and off shore activity was also for 6 months in F.Y.2008-09.

Cost of Goods Sold

Cost of Goods sold amounted to ¥ 2,166.48 Lacs for the year ended 31-03-2010 while there was no
activity of Ship-Recycling for the previous year ended as on 31-3-2009.

Administration and Selling Expenses

Administration and Selling Expenses has gone up by 814.10% to I 192.42 Lacs for the year ended as on
31-03-2010 from ¥ 21.05 Lacs in the previous year due to increase in Ship-Recycling activity. The
expenses on account of administration and selling for off shore division was for the whole year in
F.Y.2009-10 while the same was for 6 months in F.Y.2008-09.

Interest & Finance Expenses :

Financial Expenses has gone up by 821.00% to ¥ 92.10 Lacs for the year ended as on 31-03-2010 from X
10.00 Lacs in the previous year due to increase in Ship-Recycling activity. The interest payment to banks
for borrowing for off shore division was only for 6 months in F.Y.2008-09 while the same was for 12
months in F.Y.2009-10. The entire borrowings from banks for ship recycling activities was in F.Y.2009-
10 while same was Nil in F.Y.2008-09 and therefore payment on account of Interest and financial charges
increased substantially in F.Y.2009-10 in comparision to F.Y.2008-09.

Depreciation

Depreciation for the financial year 2009-10 was ¥ 46.21 Lacs as against X 24.09 Lacs for the year ended
on 31-3-2009. Depreciation charges as a percentage of total income were 1.28 % in F.Y. 2009-10 and
16.48 % in FY 2008-09. The decrease in depreciation as percentage to revenue during the year was due to
increase in Total Income of the company. The increase in amount of depreciation in F.Y.2009-10 in
comparision to F.Y.2008-09 was due to charge of full year’s depreciation on fixed assets in F.Y.2009-10
while the same was charged for half year in the F.Y.2008-09

Taxes

Taxes for year ended on 31-3-2010 was ¥ 84.55 Lacs as against X 1.44 Lacs for the year ended on 31-3-
2009. Taxes charges as a percentage of income were 2.34 % in F.Y. 2009-10 as compared to 0.99 % in
F.Y. 2008-09. The provision on account of taxes become higher in F.Y.2009-10 in comparision to
F.Y.2008-09 due to increase in book profits as well as taxable profits.
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Profit After Tax

Profit After Tax increased from ¥ 260.72 Lacs for the year ended on 31-03-2010 as against to ¥ 72.44
Lacs for the year ended on 31-3-2009 registering an increase of 259.91 % due to performance. The
increase in profit in F.Y.2009-10 in comparision to F.Y.2008-09 is due to higher revenue from business
activities and this resulted in higher profits in F.Y.2009-10 in comparision to F.Y.2008-09

Results for the Financial Year ended 31 st March 2009 as compared to the results for the year
ended 31 st March 2008

Income from Operations

Our total income from Off-Shore operations for the year ended on March 31, 2009 amounted to ¥ 131.38
Lacs in comparison to ¥ Nil for the year ended March 31, 2008. The increase in revenue in F.Y.2008-09
is due to start of off shore activities which was not in existence in F.Y.2007-08.

Interest income which forms a part of Income from Operations in F.Y. 2008-09 was I 4.95 Lacs while the
same was X 0.24 Lacs in F.Y. 2007-08. This resulted into a growth of 1962.50 % which is due to higher
interest receipt as compared to the previous year. The income from share of partnership firm in F.Y.
2008-09 was ¥ 2.37 lacs which was ¥ 5.50 Lacs in the F.Y.2007-08 and the same resulted into a decrease
of 56.91%.The reason for decrease in the share of profit from partnership firm was due to higher interest
paid in the F.Y.2008-09 as compared to previous year. Income from Management Services and
Consultancy for the F.Y. 2008-09 was I 4.97 Lacs as compared to 5.18 Lacs in F.Y. 2007-08 which
resulted into a decrease of 4.05 %. The marginal downward resulted due to diversification in other
activities by the Company.

The other income in F.Y. 2008-09 comprises of Misc. Income and Profit from sale of Investment which
totals to ¥ 2.52 Lacs as compared to I 2.87 Lacs for in F.Y. 2007-08 which resulted into a decrease of
12.19 % as compared to previous year. The said decrease was due to higher profit from sale of investment
in the in F.Y. 2007-08 as compared to the in F.Y. 2008-09

Expenditure

The total expenditure other than interest, depreciation & taxes for the year ended 31-3-2009 amounted to
T 38.21 Lacs while the same was ¥ 6.75 Lacs for the previous year ended as on 31-3-2008 showing an
increase of 466.22% due to increase in volume of Off-Shore operations. The major increase is on account
of payment to employees which amounted to ¥ 15.25 lacs in F.Y.2009-10 in comparision to I2.78 lacs in
F.Y.2007-08.

Cost of Goods Sold
There is no manufacturing /trading activity for the year ended 31-3-2009 and 31-3-2008.

Administration and Selling Expenses

Administration and Selling Expenses has gone up by 636.01% to ¥ 21.05 Lacs for the year ended as on
31-3-2009 from ¥ 2.86 Lacs in the previous year due to increase in Off-Shore activity. The company had
started off shore activities in F.Y.2008-09 and therefore the expenditure on above account increased
substantially inF.Y.2008-09 in comparison to F.Y.2007-08

Interest & Finance Expenses :

Financial Expenses has gone up by 1024.72% to ¥ 10.00 Lacs for the year ended as on 31-3-2009 from %
0.89 Lacs in the previous year due to increase in Off-Shore activity. The company had borrowed the
funds from banks in F.Y.2008-09 (X Nil in F.Y.2007-08) and therefore expenditure on account of interest
increased.
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Depreciation

Depreciation for the year ended on 31-3-2009 was I 24.09 Lacs as against % 1.20 Lacs for the year ended
on 31-3-2008. Depreciation charges as a percentage of income were 16.48 % in F.Y. 2008-09 and 8.70 %
in F.Y. 2007-08. The increase in depreciation during the year was due to addition in Fixed Assets in off
shore division in F.Y.2008-09 .

Taxes

Taxes for year ended on 31/03/2009 was ¥ 1.44 Lacs as against I 1.51 Lacs for the year ended on
31/03/2008. Taxes charges as a percentage of income were 0.99 % in F.Y. 2008-09 as compared to 10.95
% in F.Y. 2007-08

Profit After Tax

Profit After Tax increased from ¥ 72.44 Lacs for the year ended on 31-3-2009 as against to ¥ 3.44 Lacs
for the year ended on 31-3-2008 registering a increase of 2005.81% due to performance in off shore
activities.

Results for the Financial Year ended 31 st March 2008 as compared to the results for the vear
ended 31 st March 2007

Income from Operations

There was no income from Ship Recycling/Off-shore activity in the in F.Y. 2007-08 and in F.Y. 2006-07.
However, income from Management Services and Consultancy was ¥ 5.18 Lacs for the in F.Y. 2007-08
as compared to X 3.61 Lacs for the in F.Y. 2006-07. The interest income for the F.Y.2007-08 resulted into
% 0.24 Lacs which was NIL in the F.Y.2006-07 and Share of Profit from Partnership firm for the financial
year ended 31% March, 2008 was ¥ 5.50 Lacs as compared to ¥ 1.66 Lacs in the F.Y.2006-07. This
increase is due to better working achieved by partnership firm M/s Eternal Automobiles where the
company is partner. Other Income comprises of profit from slae of investment amounting to ¥ 2.87 Lacs
as compared to I 1.33 Lacs in the in F.Y. 20006-07.

Expenditure

The total expenditure other than interest, depreciation & taxes for the year ended 31-3-2008 amounted to
% 6.75 Lacs while the same was I 2.74 Lacs for the previous year ended as on 31-3-2007 showing an
increase of 146.35%. The major increase in expenditure in F.Y.2007-08 is on account of increase in staff
salary amounting to ¥ 2.78 lacs while same was X 1.47 lacs in F.Y.2006-07.

Administration and Selling Expenses

Administration and Selling Expenses has gone up by 1687.50% to I 2.86 Lacs for the year ended as on
31-3-2008 from ¥ 0.16 Lacs in the previous year. The travelling and telephone expenses increased by ¥
2.62 lacs inF.Y.2007-08 in comparison to F.Y.2006-07.

Interest & Finance Expenses :

Financial Expenses has gone up by 456.25% to I 0.89 Lacs for the year ended as on 31-3-2008 from ¥
0.16 Lacs in the previous year. The increased in interest amount is marginal.
Depreciation

Depreciation for the year ended on 31-3-2008 was ¥ 1.20 Lacs as against I 1.20 Lacs for the year ended
on 31-3-2007. Depreciation charges as a percentage of income were 8.70% in F.Y. 2007-08 and 18.18%
in F.Y. 2006-07.
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Taxes

Taxes for year ended on 31-3-2008 was I 1.51 Lacs as against ¥ 0.92 Lacs for the year ended on 31-3-
2007. Taxes charges as a percentage of income were 10.95% in F.Y. 2007-08 and 13.94% in F.Y. 2006-
07.

Profit After Tax

Profit After Tax increased from ¥ 3.44 Lacs for the year ended on 31-3-2008 as against to I 1.58 Lacs for
the year ended on 31-3-2007 registering a increase of 117.72% due to performance. The increase in profit
in F.Y.2007-08 is due to increase in share from Partnership firm.

Information required as per Schedule VIII (IX) Part A (IX) (E) (5) of the SEBI ICDR

1. Unusual or infrequent events or transactions

F.Y.2009-10 vs. F.Y. 2008-09
The Company had commenced the ship recycling operations in the F.Y. 2009-10 and has purchased 3
ships for its recycling operations.

F.Y. 2008-09 vs. F.Y. 2007-08
The Company has diversified its business in F.Y. 2008-09 by entering into Off-shore activities i.e. Port
Supporting Services by purchasing One Tug and One Speed Boat.

F.Y.2007-08 vs. F.Y. 2006-07
There is no significant change in nature of business in F.Y. 2007-08 in comparison to F.Y. 2006-07.

2. Significant economic changes that materially affected or are likely to affect income from
continuing operations.

There have been no economic changes during the periods that materially affect or are likely to affect
income from continuing Operations

3. Known trends or uncertainties that have had or are expected to have a material adverse impact
on sales, revenue, or income from continuing operations.

There are no adverse or known trends or uncertainties that have had or are expected to have a material
adverse impact on sales, revenue, or income from continuing operations.

4. Extent to which material increases in net sales or revenue is due to increased sales volume,
introduction of new products or services or increased sales prices.

The entire increase in net sales is due to higher volume in the existing segment of business and no
revenue is considered for new product or new business segment.

5. Total turnover of each major industry segment in which our Company operated.

The Company operates mainly in two segments i.e ship recycling and off-shore supporting services.
There are no published financial data available to the Company for total turnover of the industry engaged
in these segments in which the Company operates. However, relevant published data, showing statistics
of above industry segments as available has been included in the section entitled ‘Industry Overview’
beginning on Page No. 71.
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6. The extent to which the business is seasonal.

There is no seasonality in our business segment

7. Any significant dependence on a single or few suppliers or customers.
There is no significant dependence on any single supplier as Old Scrap Ships can be purchased from all

over the world. Depending upon the market scenario we identify and select a supplier. In case of
customers also there is no specific or significant dependence on a single or a few customers

7. Future Relationship between Costs and Income

The main raw material of the Company is old ships and product resulting from recycling of ships is
different kind of metals in different forms. The price of old ships is based on Market price of metals
resulting from recycling of ship and accordingly there is direct relationship between cost and Market price
of finished product.

9. Status of any publicly announced new products or business segments

Our company has not publicly announced any new products or business segments, except in the ordinary
course of our business.

10. Competitive Conditions

We expect competition from other larger and established players in our industry.
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FINANCIAL INDEBTEDNESS

Our aggregate borrowings as on December 31, 2010 (as per the financial statements) are as follows:

(Tin Lacs)
2 Nature of Loan Amount
No.
1. Secured Loans 5682.52
2. Unsecured Loans 50.00
TOTAL 5732.52
Secured Loans:
Amount
Loan Interest ... outstanding
Sr. Natl'n:e i Amount | Rate/Margin LG Repayment | as on 31% Security /
facility/ a of Interest
No. borrowing R in and Charged Schedule December, Guarantee
Lakhs) | repayment 2010 R in
Lakhs)

1. | (i) Letter of 261.51 | Commission As per Due on 01- 261.51 Primary Security:
Credit as per norms | norms 06-11 Hypothecation of
(Foreign) Tug being

purchased/Document
(This FLC of title of goods.
converted into
buyers credit) Collateral Security:
(a) Equitable
mortgage

(i1) Term Loan (140.00) | BPLR+1.50% | Monthly To be 8.23 followed by

for payment re. 15% repaid in 24 Registered

of monthly Memorandum

Documents instalments of immovable

under above of ¥ 5.85 property

LC Lacs for 23 situated in the
Dated Month and Bhavnagar in
06.07.2010 from 5.45 Lacs the name of M/s
Indian Overseas in 24" Eternal
Bank of Month. Automobiles a
Ahmedabad to partnership firm
VMS Industries Monthly To be with VMS
Limited repaid in 33 Industries Ltd.
(In earlier monthly and Smt.
sanction letter of instalments Sangeeta Jain as
Buyers Credit, of ¥ 1 Lacs partner
Term Loan of ¥ per month (b) Margin on LC
240.00 Lacs was by way of
sanctioned as a building up
sublimit and out deposits to the
of that ¥ 33.00 tune of ¥ 5.00
Lacs was Lakhs till May
Disbursed. Now 2011 every
the Term Loan month would be
amount is retained with
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Reduced to ¥
140.00 Lacs as
we have made
part payment of
Buyers Credit)

the bank for the
repayment of
Buyers Credit
on due date.

(¢) %60.00 Lakhs
(23% margin)
would be
retained till the
date of payment
of LC

Guarantee:

1.Shri Ajit Kumar
Jain
2.Smt. Sangeeta Jain
3.Shri Manoj Jain

4.Corporate
Guarantee of
M/s.Eternal
Automobiles
Term Loan 100.00 | BPLR+1.00% | Monthly To be 63.81 Primary Security:
Margin repaid in 47 Hypothecation  of
30.50% monthly Speed Boat being
Dated instalments purchased out of the
14.10.2008 from of% Term Loan.
Indian Overseas 2,08,300/-
Bank of per month. Collateral Security:
Ahmedabad to And 48™ Immovable Property
VMS Industries instalment 0f¥ 30.00 Lakhs
Limited of% mortgage to bank
(formerly VMS 209,900 standing in the name
Industries Pvt. of M/s. Eternal
Ltd.) Automobiles
Personal
Guarantee:
Shri Ajit Kumar Jain
Shri Manoj Kumar
Jain
Smt. Sangeeta Jain
(i) Foreign LC 603.95 | 5% Cash FLC for | 580.11 Primary Security:
Margin in SB 180 Days Hypothecation of
Alc Vessel “LIBRA
Dated GAS II “to be
19.07.2010 from Commission beached and its
Allahabad Bank - 50% of scrap and other stock
to VMS commission of any type in the
Industries as per ship & Book Debts
Limited circularized not more than 30
instruction Days.
Collateral
(ii) Cash Credit 83.00 | 25% 3 Months Nil Security:-
Dated Pledge of FDR to the

19.07.2010 from

extent of 15% of
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Allahabad Bank FLC
to VMS
Industries Personal
Limited Guarantee of:-
Shri Ajit Kumar Jain
Shri Manoj Kumar
Jain
Smt Sangeeta Jain
Corporate Guarantee
of VMS Industries
Limited
(1) Foreign LC 2022.00 | 5% Cash FLC for | 2022.30 Primary Security:
Margin in SB 270 Days Hypothecation of
Alc Vessel “ANNOULA
Dated “to be beached and
28.10.2010 from Commission its scrap and other
Allahabad Bank :- 50% of stock of any type in
to VMS commission the ship & Book
Industries as per Debts not more than
Limited circularized 30 Days.
instruction
Collateral
(ii) Cash Credit 278.00 | 25% 3 Months 268.56 Security:-
Dated Pledge of FDR to the
28.10.2010 from extent of 15% of
Allahabad Bank FLC
to VMS
Industries Personal
Limited Guarantee of:-
(iii)Bank 200.00 | 20% Cash Shri Ajit Kumar Jain
Guarantee Shri Manoj Kumar
Commission:- Jain
50% of Smt Sangeeta Jain
commission Corporate Guarantee
as per of VMS Industries
circularized Limited
instruction
(1) Foreign LC 2478.00 | 5% in FDR’s FLC for | 2478.00 Primary Security:
270 Days Hypothecation of
Vessel
Dated Commission “KAPADOKIA “to
29.12.2010 from - 50% of be beached and its
Allahabad Bank commission scrap and other stock
to VMS as per of any type in the
Industries circularized ship & Book Debts
Limited instruction not more than 30
Days.
(i1) Cash Credit 328.00 | 25% 3 Months Nil (CC is | Collateral
not Security:-
Dated disbursed
29.12.2010 from till  31-12- | Pledge of FDR to the
Allahabad Bank 2010) extent of 5% of FLC
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to VMS
Industries
Limited

Personal
Guarantee of:-

Shri Ajit Kumar Jain
Shri Manoj Kumar
Jain

Smt Sangeeta Jain
Corporate Guarantee
of VMS Industries
Limited

Restrictive Covenants:

Some of the Loan Documents contain the covenants, including but not limited to, that the prior written consent of
the bank or institution to be obtained for the activities pertaining to the following:

1.
2.

[98)

Nowk

To effect any change in the shareholding pattern, capital structure or the management control of the company;
To undertake any new project or scheme of expansion for the company or for acquisition of fixed assets;
To procure further or concurrent borrowings from other sources or create mortgage/charge on the assets of the

company;

To invest by way of shares or funds to other concerns/entities;
To undertake guarantee obligations on behalf of other entities;
To declare dividends; and

To undertake any material long term contractual obligation.

We have obtained the approvals for the Issue from all lenders from whom we require approvals under the respective

Loan Documents, as follows:

e Indian Overseas Bank

e Allahabad Bank

Unsecured Loans:
As on 31% December, 2010, the Unsecured Loans of our Company aggregated to ¥ 50.00 Lacs are as under:-

(¥in Lacs)

Amount outstanding

Sl Name of the Lender as on 31° December
No.
2010
1. Bohra Exports Pvt. Ltd 50.00
TOTAL 50.00

The Unsecured Loan is repayable on demand and interest is payable @ 9 %

The Unsecured Loans as stated above as on December 31, 2010, obtained from ‘Others’ are not related to the
Company, the Promoters, Directors and Promoter Group in any manner. The said entity does not hold any shares in
the Company. The proceeds of the issue will not be used for repayment of above Unsecured Loans.
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SECTION VII - LEGAL AND OTHER INFORMATION

OUTSTANDING LITIGATION AND MATERIAL DEVELOPMENTS CIBIL/WATCHOUT/RBI/SEBI

Except as disclosed below:-

There are no defaults, non-payments or overdue amounts with respect to statutory dues, institutional or
bank dues or amounts due to holders of debentures, bonds and fixed deposits and arrears of preference
shares;

No disciplinary action has been taken by SEBI or any stock exchanges against the Company or its Directors
or its Promoter Group Companies;

There are no outstanding litigations, suits or criminal or civil prosecutions, proceedings or tax liability
against the Company, its Directors, Promoters and Promoter Group, that would have an adverse effect on
our business as of the date of the RHP.

None of the Companies or persons referred in the paragraph above is on the list of the wilful defaulters of RBI.

1.

Contingent Liabilities not provided for and outstanding guarantees as of December 31, 2010

Particulars For the Year / Period ended on
31.03.2006 | 31.03.2007 | 31.03.2008 | 31.03.2009 | 31.03.2010 | 31.12.2010
Bank Guarantee 0.00 60.00 67.00 63.85 63.62 22.00
Corporate Guarantee to Partnership 0.00 58.19 39.26 92.16 165.84 184.00
Firm
Total 0.00 118.19 106.26 156.01 229.46 206.00
2. Litigation against the Company

There are no outstanding litigations initiated against us.

Litigations initiated by our Company

There are no outstanding litigations initiated by us.

Details of Penalty imposed on the Company/ Promoters/ Directors/ Group Company

There is no punitive action / penalty initiated against the Company / Promoters / Directors / Group
Company at any time in the past by SEBI, Stock Exchange, RBI or any other regulatory body.

Cases filed against the Directors

There are no cases filed against the Directors

Cases filed by the Directors

There are no cases filed by the Directors

Cases Involving the Group Companies

There are no cases filed/pending against the Group Companies.
Details of Past Litigations

There were no Litigations in the past against the Company/ Promoters/ Directors/ Group Companies.
Also, no litigation was filed by the Company / Promoters/ Directors/ Group Companies against any entity.
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MATERIAL DEVELOPMENTS SINCE THE LAST AUDITED BALANCE SHEET
Since the date of the Balance Sheet and other than as disclosed in this Red Herring Prospectus, there have been no
other material developments.

The directors of our Company confirm that in their opinion no circumstances have arisen since the date of the last
financial period, which materially and adversely affect or likely to affect the business of our Company, or the value
of our assets or our ability to pay our liabilities within the next twelve months except the following:

1. Change in the constitution of M/s Eternal Automobiles, Partnership firm:-\
M/s Eternal Automobiles, the Partnership Firm, has been reconstituted through Partnership Deed dated April
20, 2011 by inducting five new partners (Mr. Ajit Kumar Jain, Mrs. Sushma Jain, Mr. Manoj Kumar Jain, Mr.
Varun Jain and Mr. Vaibhav Jain) and revision in the Profit/ Loss Sharing Ratio

2. Sale of Speed Boat, Kalptaru:-
The Company has sold the Speed Boat, Kalptaru, as per the sale confirmation letter dated 02.04.2011 for total
consideration of ¥ 99.75 Lacs including VAT of ¥ 4.75 Lacs to M/s Global Cambay Marine Services Pvt. Ltd,
Surat

3. The Company has purchased a ship namely M.V. Green Neptunic having a weight of 2420 MT as per MOA
dated April 20, 2011.

Amounts due to Small Scale Undertakings and Other Creditors

There is no amount outstanding for more than 30 days to small scale and ancillary industrial undertaking provided in
the Small Scale and Ancillary, Industrial Undertaking Act, 1992. The information regarding Small Scale Industrial
Undertakings have been determined to the extent such parties have been identified on the basis of information
available with our Company.

Adverse Events

There have been no adverse events effecting the operations of our Company occurring within one year prior to the
date of filing this Red Herring Prospectus with the Registrar of Companies.

159



GOVERNMENT APPROVALS/ LICENSING ARRANGEMENTS

The Company has received all the necessary licenses, permission and approvals from the Central and State
Governments and other government agencies/certification bodies required for its business and no other material
approvals are required by the Company for carrying on its present business activities. It must, however, be distinctly
understood that in granting the above approvals, the Government and other authorities do not take any responsibility
for the financial soundness of the Company or for the correctness of any of the statements or any commitments

made or opinions expressed.

In view of the approvals listed below, the Company can undertake this issue and its current business activities and
no further material approvals from any statutory authority are required to continue those activities.
The following statement sets out the details of licenses, permissions and approvals taken by the Company under
various Central and State Laws for carrying out its business.

Date of
;l;; Issuing Authority Reglstrat§)£/ License Nature of Registration/License ]l){;'gi(l)s(;r:;l\?;i?lli]t(;
if any
1 | Registrar of Companies, Gujarat, | 04-16714 Certificate of Incorporation of | 2" December ,
Dadra and Nagar Havelli Varun Management Services | 1991
Private Limited
2 | Registrar of Companies, Gujarat, | CIN: Fresh Certificate of | 22™ May, 2007
Dadra and Nagar Havelli U74140GJ1991PTCO0167 | Incorporation Consequent upon
14 Change of Name From Varun
Management Services Private
Limited to Vms Industries
Limited
3 | Registrar of Companies, Gujarat, | CIN: Fresh Certificate of | 29™ January, 2010
Dadra and Nagar Havelli U74140GJ1991PLCO167 | Incorporation Consequent upon
14 Change of Name on Conversion
to Public Limited Company by
passing resolution on 31.12.2009
4 | Commercial Tax Department, | TIN:24140201146 Registration  under  Gujarat | 14" August, 2008
Government of Gujarat Value Added Tax Act, 2003
5 | Central Sales Tax (Registration | 24640201146 Certificate of Registration as | 23™ September
and Turnover) Rules, 1957 dealer under section 7(1)/7(2) of | 2008
the CST Act, 1956
6 | Director of Income  Tax, | AHMV03544C Tax Deduction Account Number | 03™ March, 2010
Government of India (Fresh Certificate
obtained bue to
name change)
7 | Director of Income Tax, | AABCV7307H Permanent Account Number 02" December,
Government of India 1991
8 | Government of India, O/o. Dy. | G/'WC/GJ/06/1502 Licence to store compressed gas | 15™ July, 2009
Chief Controller of Explosives | (G24170) in Cylinders valid up to 30"
Petroleum And Explosives Safety September, 2013
Organisation (PESO) (Formerly
Department of Explosives)
9 | Gujarat Regional Office | Code Registration of Employees’ and | 11" December,
Employees”  State  Insurance | No.37000048550000799 | Factories / Establishment under | 2009
Corporation section 2(12) of the E.S.I Act as
amended.
10 | Gujarat Pollution Control Board. | Consent order no.: H | Authorisation for The | 26™ June, 2009
33245 Management & Handling of | Valid up to 30™
Hazardous Wastes September, 2014
11 | Gujarat Maritime Board No:GMB/PO/Alang/160 | Permission for LPG Cylinders | 24" February, 2009
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M/5523 storage shed
12 | Government of India Ministry of | IEC.:- 0808008251 Certificate of Importer- Exporter | 23™ July, 2008
Commerce Code (IEC)
13 | Deputy Commissioner/Assistant | AABCV7307HXM001 Central  Excise  Registration | 05™ June, 2009
Commissioner of Central Excise Certificate [ Under Rules 9 of
the Central Excise Rules, 2002)
14 | Government of India, Office of | AABCV7307HSTO001 Service Tax Registration [ | 10" July, 2008
the Assistant Commissioner of Certificate of Registration under
Service Tax Section 69 of the Finance Act.
1994(32 of 1994)
Pending Approvals:
;l; Issuing Authority Reglstratg)(:/ License Nature of Registration/License A;;?it:a(t)ifon

The Registrar of Trade Marks

Applied

Registration of Trade Mark for
goods or services

29™ January, 2010

Investment Approvals

As per notification number bearing FEMA/20/2000-RB dated May 3, 2000, as amended from time to time, under
automatic route of the Reserve Bank, our Company is not required to make an application for Issue of Equity Shares
to NRIs/FIIs with repatriation benefits. However, the allotment/transfer of the Equity shares to NRIs/FIlIs shall be
subject to the prevailing RBI Guidelines.
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SECTION VIII - REGULATORY AND STATUTORY DISCLOSURES
Authority for the Issue

The Board of Directors has, pursuant to a resolution passed at its meeting held on January 04, 2010, authorized the
Issue subject to the approval by the shareholders of the Company under Section 81(1A) of the Companies Act, and
such other authorities as may be necessary.

The shareholders of the Company have authorized the Issue, by a Special Resolution under Section 81(1A) of the
Companies Act, at the EGM held on February 03, 2010.

Prohibition by SEBI, RBI or governmental authorities

Our Company, Promoters, Promoter Group, Directors, Group Companies or entities with which the Directors are
associated with as directors or promoters, have not been prohibited from accessing the capital market for any reason
by the SEBI or any other authorities. None of our Directors are associated with the securities market.

None of our Company, Directors, Promoters, Group Companies or entities with which the Directors are associated
with as directors or promoters, relatives (as per Companies Act, 1956) of Promoters, have been identified as a
willful defaulter by the RBI or other governmental authority and there has been no violation of any securities law
committed by any of them in the past and no such proceedings are pending against any of them.

Eligibility for the Issue

Our Company is eligible for the Issue as per Regulation 26(1) of the SEBI (ICDR) Regulations, confirmed by the
Auditors of the Company, as under:

e  Our Company has net tangible assets of at least ¥ 3 crores in each of the preceding three (3) full years (of 12
months each), of which not more than 50% is held in monetary assets;

e  Our Company has a track record of distributable profits in accordance with Section 205 of Companies Act, for
at least three (3) of the immediately preceding five (5) years;

e Our Company has a net worth of at least ¥ 1 crores in each of the three (3) preceding full years (of 12 months
each);

e The proposed issue size, including all previous issues made in the same financial year, would not exceed five
(5) times its pre-issue net-worth of our company as per the audited accounts for the financial year ended March
31, 2010.

e  Our company has not changed its name within the last one (1) year.

The net profit, net worth, net tangible assets and monetary assets derived from the restated financial statements
prepared in accordance with the SEBI (ICDR) Regulations for the last five financial years are set forth below:

(<in Lacs)
Particulars Year ended March 31,
2006 | 2007 2008 2009 2010

Net profit® 0.27) 1.58 3.42 58.18 | 238.74
Net worth® 685.26 | 1508.63 | 1513.16 | 1586.71 | 2034.77
Net Tangible Assets® 685.26 | 1509.66 | 1538.18 | 2236.59 | 3653.44
Monetary Assets" 61.63 6.24 3553 | 117.65 | 875.60
Monetary assets as a percentage

(%) of Net tangible assets 9.00 0.41 231 5.26 23.97

Note:

(1) Distributable profit in accordance with section 205 of the Companies Act.

(2) Net worth has been defined as the aggregate of equity share capital and reserves, excluding miscellaneous
expenditures, if any.
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(3) Net tangible assets means the sum of all net assets of the Company excluding intangible assets as defined in
Accounting Standard 26 issued by Institute of Chartered Accountants of India.
(4) Monetary assets include cash in hand and bank balance.

Further, our Company, in accordance with Regulation 26(4) of the SEBI (ICDR) Regulations 2009, undertakes that
the number of allottees in the Issue is not be less than one thousand (1,000) in number, failing which the entire
application monies will be refunded forthwith. In case of delay, if any, in refund of application money, our
Company shall pay interest on the application money at the rate of 15% per annum for the period of delay for the
period of delay as prescribed under section 73 of the Companies Act.

The Issue is being made through the 100% Book Building Process wherein upto 50% of the Issue shall be allocated
on a proportionate basis to Qualified Institutional Buyers (‘QIBs’), out of which 5% shall be available for allocation
on a proportionate basis to Mutual Funds and the remaining QIB portion shall be available for allocation on
proportionate basis to all QIBs, including Mutual Funds, subject to valid Bids being received at or above the Issue
Price. Further, not less than 15% of the Issue shall be available for allocation on a proportionate basis to Non-
Institutional Bidders and not less than 35% 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.

Compliance with Part A of Schedule VIII of the SEBI Regulations

The Company is in compliance with the provisions specified in Part A of Schedule VIII of the SEBI (ICDR)
Regulations. No exemption from eligibility norms has been sought under regulation 109 of the SEBI (ICDR)
Regulations, with respect to the Issue. Further, our Company has not been formed by the conversion of a partnership
firm into a company.

DISCLAIMER CLAUSES
SEBI Disclaimer Clause

IT IS TO BE DISTINCTLY UNDERSTOOD THAT SUBMISSION OF DRAFT RED HERRING
PROSPECTUS TO THE SECURITIES AND EXCHANGE BOARD OF INDIA (SEBI) SHOULD NOT IN
ANY WAY BE DEEMED OR CONSTRUED THAT THE SAME HAS BEEN CLEARED OR APPROVED
BY SEBI. SEBI DOES NOT TAKE ANY RESPONSIBILITY EITHER FOR THE FINANCIAL
SOUNDNESS OF ANY SCHEME OR THE PROJECT FOR WHICH THE ISSUE IS PROPOSED TO BE
MADE OR FOR THE CORRECTNESS OF THE STATEMENTS MADE OR OPINIONS EXPRESSED IN
THE DRAFT RED HERRING PROSPECTUS. THE LEAD MERCHANT BANKER, ASHIKA CAPITAL
LIMITED HAS CERTIFIED THAT THE DISCLOSURES MADE IN THE DRAFT RED HERRING
PROSPECTUS ARE GENERALLY ADEQUATE AND ARE IN CONFORMITY WITH THE SEBI (ISSUE
OFCAPITAL AND DISCLOSURE REQUIREMENTS) REGULATIONS, 2009 IN FORCE FOR THE
TIMEBEING. THIS REQUIREMENT IS TO FACILITATE INVESTORS TO TAKE AN INFORMED
DECISION FORMAKING INVESTMENT IN THE PROPOSED ISSUE.

IT SHOULD ALSO BE CLEARLY UNDERSTOOD THAT WHILE THE ISSUER IS PRIMARILY
RESPONSIBLE FOR THE CORRECTNESS, ADEQUACY AND DISCLOSURE OF ALL RELEVANT
INFORMATION IN THE DRAFT RED HERRING PROSPECTUS, THE BOOK RUNNING LEAD
MANAGER IS EXPECTED TO EXERCISE DUE DILIGENCE TO ENSURE THAT THE ISSUER
DISCHARGES ITS RESPONSIBILITY ADEQUATELY IN THIS BEHALF AND TOWARDS THIS
PURPOSE, THE BOOK RUNNING LEAD MANGER, ASHIKA CAPITAL LIMITED HAS FURNISHED
TO SEBI A DUE DILIGENCE CERTIFICATE DATED JUNE 30, 2010. IN ACCORDANCE WITH THE
SEBI (MERCHANT BANKERS) REGULATIONS, 1992 WHICH READS AS FOLLOWS:

(1) WE HAVE EXAMINED VARIOUS DOCUMENTS INCLUDING THOSE RELATING TO
LITIGATION LIKE COMMERCIAL DISPUTES, PATENT DISPUTES, DISPUTES WITH
COLLABORATORS, ETC. AND OTHER MATERIAL IN CONNECTION WITH THE FINALISATION
OF THE DRAFT RED HERRING PROSPECTUS PERTAINING TO THE SAID ISSUE;
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(2) ON THE BASIS OF SUCH EXAMINATION AND THE DISCUSSIONS WITH THE ISSUER, ITS
DIRECTORS AND OTHER OFFICERS, OTHER AGENCIES, AND INDEPENDENT VERIFICATION OF
THE STATEMENTS CONCERNING THE OBJECTS OF THE ISSUE, PRICE JUSTIFICATION AND
THE CONTENTS OF THE DOCUMENTS AND OTHER PAPERS FURNISHED BY THE ISSUER,

WE CONFIRM THAT:

(A) THE DRAFT RED HERRING PROSPECTUS FILED WITH THE BOARD IS IN CONFORMITY
WITH THE DOCUMENTS, MATERIALS AND PAPERS RELEVANT TO THE ISSUE;

(B) ALL THE LEGAL REQUIREMENTS RELATING TO THE ISSUE AS ALSO THE REGULATIONS
GUIDELINES, INSTRUCTIONS, ETC. FRAMED/ISSUED BY THE BOARD, THE CENTRAL
GOVERNMENT AND ANY OTHER COMPETENT AUTHORITY IN THIS BEHALF HAVE BEEN
DULY COMPLIED WITH; AND

(C) THE DISCLOSURES MADE IN THE DRAFT RED HERRING PROSPECTUS ARE TRUE, FAIR
AND ADEQUATE TO ENABLE THE INVESTORS TO MAKE A WELL INFORMED DECISION AS
TO THE INVESTMENT IN THE PROPOSED ISSUE AND SUCH DISCLOSURES ARE IN
ACCORDANCE WITH THE REQUIREMENTS OF THE COMPANIES ACT, 1956, THE SECURITIES
AND EXCHANGE BOARD OF INDIA (ISSUE OF CAPITAL AND DISCLOSURE REQUIREMENTS)
REGULATIONS, 2009 AND OTHER APPLICABLE LEGAL REQUIREMENTS.

(3) WE CONFIRM THAT BESIDES OURSELVES, ALL THE INTERMEDIARIES NAMED IN THE
DRAFT RED HERRING PROSPECTUS ARE REGISTERED WITH THE BOARD AND THAT TILL
DATE SUCH REGISTRATION IS VALID.

(49) WE HAVE SATISFIED OURSELVES ABOUT THE CAPABILITY OF THE UNDERWRITERS TO
FULFIL THEIR UNDERWRITING COMMITMENTS. - NOTED FOR COMPLIANCE

(5) WE CERTIFY THAT WRITTEN CONSENT FROM PROMOTERS HAS BEEN OBTAINED FOR
INCLUSION OF THEIR SPECIFIED SECURITIES AS PART OF PROMOTERS’ CONTRIBUTION
SUBJECT TO LOCK-IN AND THE SPECIFIED SECURITIES PROPOSED TO FORM PART OF
PROMOTERS’ CONTRIBUTION SUBJECT TO LOCK-IN SHALL NOT BE DISPOSED / SOLD /
TRANSFERRED BY THE PROMOTERS DURING THE PERIOD STARTING FROM THE DATE OF
FILING THE DRAFT RED HERRING PROSPECTUS WITH THE BOARD TILL THE DATE OF
COMMENCEMENT OF LOCK-IN PERIOD AS STATED IN THE DRAFT RED HERRING
PROSPECTUS.

(6) WE CERTIFY THAT REGULATION 33 OF THE SECURITIES AND EXCHANGE BOARD OF INDIA
(ISSUE OF CAPITAL AND DISCLOSURE REQUIREMENTS) REGULATIONS, 2009, WHICH
RELATES TO SPECIFIED SECURITIES INELIGIBLE FOR COMPUTATION OF PROMOTERS
CONTRIBUTION, HAS BEEN DULY COMPLIED WITH AND APPROPRIATE DISCLOSURES AS TO
COMPLIANCE WITH THE SAID REGULATION HAVE BEEN MADE IN THE DRAFT RED HERRING
PROSPECTUS.

(7) WE UNDERTAKE THAT SUB-REGULATION (4) OF REGULATION 32 AND CLAUSE (C) AND (D)
OF SUB-REGULATION (2) OF REGULATION 8 OF THE SECURITIES AND EXCHANGE BOARD OF
INDIA (ISSUE OF CAPITAL AND DISCLOSURE REQUIREMENTS) REGULATIONS, 2009 SHALL BE
COMPLIED WITH. WE CONFIRM THAT ARRANGEMENTS HAVE BEEN MADE TO ENSURE THAT
PROMOTERS’ CONTRIBUTION SHALL BE RECEIVED AT LEAST ONE DAY BEFORE THE
OPENING OF THE ISSUE. WE UNDERTAKE THAT AUDITORS’ CERTIFICATE TO THIS EFFECT
SHALL BE DULY SUBMITTED TO THE BOARD. WE FURTHER CONFIRM THAT ARRANGEMENTS
HAVE BEEN MADE TO ENSURE THAT PROMOTERS’ CONTRIBUTION SHALL BE KEPT IN AN
ESCROW ACCOUNT WITH A SCHEDULED COMMERCIAL BANK AND SHALL BE RELEASED TO
THE ISSUER ALONG WITH THE PROCEEDS OF THE PUBLIC ISSUE. - NOT APPLICABLE.
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(8) WE CERTIFY THAT THE PROPOSED ACTIVITIES OF THE ISSUER FOR WHICH THE FUNDS
ARE BEING RAISED IN THE PRESENT ISSUE FALL WITHIN THE ‘MAIN OBJECTS’ LISTED IN
THE OBJECT CLAUSE OF THE MEMORANDUM OF ASSOCIATION OR OTHER CHARTER OF THE
ISSUER AND THAT THE ACTIVITIES WHICH HAVE BEEN CARRIED OUT UNTIL NOW ARE
VALID IN TERMS OF THE OBJECT CLAUSE OF ITS MEMORANDUM OF ASSOCIATION.

(9) WE CONFIRM THAT NECESSARY ARRANGEMENTS HAVE BEEN MADE TO ENSURE THAT
THE MONEYS RECEIVEDPURSUANT TO THE ISSUE ARE KEPT IN A SEPARATE BANK ACCOUNT
AS PER THE PROVISIONS OF SUB-SECTION (3) OF SECTION 73 OF THE COMPANIES ACT, 1956
AND THAT SUCH MONEYS SHALL BE RELEASED BY THE SAID BANK ONLY AFTER
PERMISSION IS OBTAINED FROM ALL THE STOCK EXCHANGES MENTIONED IN THE
PROSPECTUS. WE FURTHER CONFIRM THAT THE AGREEMENT ENTERED INTO BETWEEN
THE BANKERS TO THE ISSUE AND THE ISSUER SPECIFICALLY CONTAINS THIS CONDITION. -
NOTED FOR COMPLIANCE

(10) WE CERTIFY THAT A DISCLOSURE HAS BEEN MADE IN THE DRAFT RED HERRING
PROSPECTUS THAT THE INVESTORS SHALL BE GIVEN AN OPTION TO GET THE SHARES IN
DEMAT OR PHYSICAL MODE. - NOT APPLICABLE

(11) WE CERTIFY THAT ALL THE APPLICABLE DISCLOSURES MANDATED IN THE SECURITIES
AND EXCHANGE BOARD OF INDIA (ISSUE OF CAPITAL AND DISCLOSURE REQUIREMENTS)
REGULATIONS, 2009 HAVE BEEN MADE IN ADDITION TO DISCLOSURES WHICH, IN OUR VIEW,
ARE FAIR AND ADEQUATE TO ENABLE THE INVESTOR TO MAKE A WELL INFORMED
DECISION.

(12) WE CERTIFY THAT THE FOLLOWING DISCLOSURES HAVE BEEN MADE IN THE DRAFT
RED HERRING PROSPECTUS:

(A) AN UNDERTAKING FROM THE ISSUER THAT AT ANY GIVEN TIME, THERE SHALL BE
ONLY ONE DENOMINATION FOR THE EQUITY SHARES OF THE ISSUER; AND

(B) AN UNDERTAKING FROM THE ISSUER THAT IT SHALL COMPLY WITH SUCH
DISCLOSURE AND ACCOUNTING NORMS SPECIFIED BY THE BOARD FROM TIME TO TIME.

(13) WE UNDERTAKE TO COMPLY WITH THE REGULATIONS PERTAINING TO
ADVERTISEMENT IN TERMS OF THE SECURITIES AND EXCHANGE BOARD OF INDIA (ISSUE OF
CAPITAL AND DISCLOSURE REQUIREMENTS) REGULATIONS, 2009 WHILE MAKING THE ISSUE.

(14) WE ENCLOSE A NOTE EXPLAINING HOW THE PROCESS OF DUE DILIGENCE HAS BEEN
EXERCISED BY US IN VIEW OF THE NATURE OF CURRENT BUSINESS BACKGROUND OR THE
ISSUER, SITUATION AT WHICH THE PROPOSED BUSINESS STANDS, THE RISK FACTORS,
PROMOTERS EXPERIENCE, ETC.

(15) WE ENCLOSE A CHECKLIST CONFIRMING REGULATION-WISE COMPLIANCE WITH THE
APPLICABLE PROVISIONS OF THE SECURITIES AND EXCHANGE BOARD OF INDIA (ISSUE OF
CAPITAL AND DISCLOSURE REQUIREMENTS) REGULATIONS, 2009, CONTAINING DETAILS
SUCH AS THE REGULATION NUMBER, ITS TEXT, THE STATUS OF COMPLIANCE, PAGE
NUMBER OF THE DRAFT RED HERRING PROSPECTUS WHERE THE REGULATION HAS BEEN
COMPLIED WITH AND OUR COMMENTS, IF ANY.

THE FILING OF THE DRAFT RED HERRING PROSPECTUS DOES NOT, HOWEVER, ABSOLVE THE
ISSUER FROM ANY LIABILITIES UNDER SECTION 63 OR SECTION 68 OF THE COMPANIES ACT,
1956 OR FROM THE REQUIREMENT OF OBTAINING SUCH STATUTORY OR OTHER
CLEARANCES AS MAY BE REQUIRED FOR THE PURPOSE OF THE PROPOSED ISSUE. SEBI
FURTHER RESERVES THE RIGHT TO TAKE UP, AT ANY POINT OF TIME WITH THE BOOK
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RUNNING LEAD MANAGER ANY IRREGULARITIES OR LAPSES IN THE DRAFT RED HERRING
PROSPECTUS.

All legal requirements pertaining to the Issue will be complied with at the time of filing of the Red Herring
Prospectus with the RoC in terms of 60B of the Companies Act. All legal requirements pertaining to the Issue will
be complied with at the time of registration of the Prospectus with the RoC in terms of Section 56, Section 60 and
Section 60B of the Companies Act.

The Promoters / Directors of our Company confirms that no information/material likely to have a bearing on the
decision of investors in respect of the shares offered in terms of this Offer Document has been suppressed withheld
and / or incorporated in the manner that would amount to mis-statement/misrepresentation and in the event of its
transpiring at any point in time till allotment/refund, as the case may be, that any information/material has been
suppressed/withheld and/ or amounts to a mis-statement/ misrepresentation, the promoters/directors undertake to
refund the entire application monies to all subscribers within 7 days thereafter without prejudice to the provisions of
section 63 of the Companies Act.

Disclaimer statement from the Company and BRLM

Our Company the Directors and the BRLM accept no responsibility for statements made otherwise than in the Red
Herring Prospectus or in the advertisement or any other material issued by or at the instance of the issuer and that
anyone placing reliance on any other source of information including our company’s website www.vmsil.com,
would be doing so at his own risk.

The BRLM accepts no responsibility, save to the limited extent as provided in the Memorandum of Understanding
entered into among the BRLM and our Company and the Underwriting Agreement to be entered into between the
Underwriters and our Company.

All information shall be made available by the Company and the BRLM to the public and investors at large and no
selective or additional information would be available for a section of the investors in any manner whatsoever
including at road show presentations, in research or sales reports, at bidding centres or elsewhere.

Caution

Neither the Company nor the Syndicate Members are liable to Bidders for any failure in downloading the Bids due
to faults in any software/hardware system or otherwise.

Investors that bid in the Issue will be required to confirm and will be deemed to have represented to the Company,
the Underwriters and their respective directors, officers, agents, affiliates, and representatives that they are eligible
under all applicable laws, rules, regulations, guidelines and approvals to acquire Equity Shares of the Company and
will not Issue, sell, pledge, or transfer the Equity Shares of the Company to any person who is not eligible under any
applicable laws, rules, regulations, guidelines and approvals to acquire Equity Shares of the Company. Our
Company, the Underwriters and their respective directors, officers, agents, affiliates, and representatives accept no
responsibility or liability for advising any investor on whether such investor is eligible to acquire Equity Shares of
the Company.

Disclaimer in respect of jurisdiction

This Issue is being made in India to persons resident in India (including Indian nationals resident in India who are
majors, HUFs, companies, corporate bodies and societies registered under the applicable laws in India and
authorized to invest in shares, Indian mutual funds registered with SEBI, Indian financial institutions, commercial
banks, regional rural banks, co-operative banks (subject to RBI permission), Trusts registered under the Societies
Registration Act, 1860, as amended from time to time, or any other Trust law and who are authorized under their
constitution to hold and invest in shares) Public financial institutions as specified in Section 4A of the Companies
Act, venture capital funds registered with SEBI, national investment funds, state industrial development
corporations, insurance companies registered with Insurance Regulatory and Development Authority, provident
funds (subject to applicable law) with minimum corpus of ¥ 2500 Lacs and pension funds with minimum corpus of ¥
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2500 Lacs, eligible NRIs, multilateral and bilateral institutions, FIIs and Foreign Venture Capital Funds Registered
with SEBI. This RHP does not, however, constitute an invitation to subscribe to shares issued hereby in any other
jurisdiction to any person to whom it is unlawful to make an Issue or invitation in such jurisdiction. Any person into
whose possession this RHP comes is required to inform himself or herself about, and to observe, any such
restrictions.

Any dispute arising out of this Issue will be subject to the jurisdiction of appropriate court(s) in Bhavnagar /only.

No action has been or will be taken to permit a public offering in any jurisdiction where action would be required for
that purpose, except that the RHP has been filed with SEBI for its observations. Accordingly, the Equity Shares
represented thereby may not be offered or sold, directly or indirectly, and this RHP may not be distributed, in any
jurisdiction, except in accordance with the legal requirements applicable in such jurisdiction. Neither the delivery of
this RHP nor any sale hereunder shall under any circumstances create any implication that there has been no change
in the affairs of our Company since the date hereof or that the information contained herein is correct as of any time
subsequent to this date.

The Equity Shares have not been, and will not be, registered under the U.S. Securities Act 1933, as amended
(the "Securities Act'") or any state securities laws in the United States and may not be offered or sold within
the United States or to, or for the account or benefit of, '""U.S. persons" (as defined in Regulation S under the
Securities Act), except pursuant to an exemption from, or in a transaction not subject to, the registration
requirements of the Securities Act. Accordingly, the Equity Shares will be offered and sold only (i) in the
United States to "qualified institutional buyers", as defined in Rule 144A of the Securities Act, and (ii)
outside the United States in compliance with Regulation S of the Securities Act and the applicable laws of the
jurisdiction where those offers and sales occur. The Equity Shares have not been, and will not be, registered,
listed or otherwise qualified in any other jurisdiction outside India and may not be offered or sold, and Bids
may not be made by persons in any such jurisdiction, except in compliance with the applicable laws of such
jurisdiction.

Disclaimer Clause of BSE

Bombay Stock Exchange Limited (the ‘Exchange’) has given vide its letter dated October 25, 2010, permission to
this Company to use the Exchange’s name in this offer document as one of the stock exchanges on which this
company’s securities are proposed to be listed. The Exchange has scrutinized this offer document for its limited
internal purpose of deciding on the matter of granting the aforesaid permission to this Company. The Exchange does
not in any manner:

a) Warrant, certify or endorse the correctness or completeness of any of the contents of this offer document; or
b) Warrant that this Company’s securities will be listed or will continue to be listed on the Exchange; or

c) Take any responsibility for the financial or other soundness of this Company, its promoters, its management or
any scheme or project of this Company;

and it should not for any reason be deemed or construed that this offer document has been cleared or approved by
the Exchange. Every person who desires to apply for or otherwise acquires any securities of this Company may do
so pursuant to independent inquiry, investigation and analysis and shall not have any claim against the Exchange
whatsoever by reason of any loss which maybe suffered by such person consequent to or in connection with such
subscription / acquisition whether by reason of anything stated or omitted to be stated herein or for any other reason
whatsoever.

Disclaimer Clause of ICRA Limited

Notwithstanding anything to the contrary, an ICRA IPO grade is a statement of current opinion of ICRA and is not a
statement of appropriateness of the graded security for any of the investors. Such grade is assigned with due care
and caution on the basis of analysis of information and clarifications obtained from the issuer concerned and also
other sources considered reliable by ICRA. However, ICRA makes no representation or warranty, express or
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implied as to the accuracy, authenticity, timeliness, or completeness of such information. An ICRA IPO grade is not
(a) a comment on the present or future price of the security concerned,;

(b) a certificate of statutory compliance; and/or

(c) a credit rating. Further, the ICRA IPO grade is not a recommendation of any kind including but not limited to
recommendation to buy, sell, or deal in the securities of such issuer nor can it be considered as an authentication of
any of the financial statements of the company, and ICRA shall not be liable for any losses incurred by users from
any use of the grade in any manner. It is advisable that the professional assistance be taken by any prospective
investor in the securities of the company including in the fields of investment banking, tax or law while making such
investment. All services and information provided by ICRA are provided on an “as is” basis, without representations
and warranties of any nature.

Filing
A copy of the DRHP has been filed with the Regional Office of SEBI at:

SEBI Western Regional Office,

Unit No: 002, Ground Floor,

SAKAR I, Near Gandhigram Railway Station,
Opposite Nehru Bridge, Ashram Road,
Ahmedabad — 380 009.

A copy of the Red Herring Prospectus, along with the documents required to be filed under 60B of the Companies
Act would be delivered for registration to the

Registrar of Companies,

Roc Bhavan ,

Opp Rupal Park Society,
Behind Ankur Bus Stop,
Naranpura, Ahmedabad-380013

A copy of the Prospectus to be filed under Section 60 of the Companies Act would be delivered for registration with
RoC.

Listing

Application has been made to the Bombay Stock Exchange Limited for permission to deal in and for an official
quotation of the Equity Shares to be issued under the present public offer pursuant to this document.

Bombay Stock Exchange Limited shall be the Designated Stock Exchange with which the basis of allotment will be
finalized for the QIB, Non Institutional and Retail portion.

If the permissions to deal in, and for an official quotation of, the Equity Shares are not granted by the Bombay Stock
Exchange Limited, our Company shall forthwith repay, without interest, all monies received from applicants in
reliance on the Red Herring Prospectus. If such money is not repaid within eight days from the date on which our
Company has become liable to repay it (i.e., from the date of refusal or within fifteen (15) days from the Bid/Issue
Closing Date, whichever is earlier), then our Company and every Director of our Company who is an officer in
default shall, on and from the expiry of such eight day period, be liable to repay such monies, together with interest
at the rate of 15% per annum on the application monies, as prescribed under Section 73 of the Companies Act.

We shall ensure that all steps for the completion of the necessary formalities for listing and commencement of
trading at BSE are taken within two working days of finalization of Basis of Allotment for the Issue.
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CONSENTS
Necessary Consents for the issue have been obtained from the following:

Directors of our Company

Promoters of our Company

Bankers to the Company

No Objection from Bankers to our Company
Auditors to our Company

Book Running Lead Manager to the Issue
Syndicate Members

Legal Advisor to the Issue

9. Registrar to the Issue

10. Company Secretary & Compliance Officer
11. Bankers to the Issue

12. Underwriters to Issue

13. TPO Grading Agency

14. Peer Review certified Auditor

NN B DD

The said consents would be filed along with a copy of the RHP with the RoC, as required under Sections 60 and 60B
of the Companies Act, 1956 and such consents have not been withdrawn up to the time of delivery of the Red
Herring Prospectus, for registration with the RoC.

M/s. Ashok Dhariwal & Co., Chartered Accountants, who are subjected themselves to the peer review process of the
Institute of Chartered Accountants of India (ICAI) and hold a valid certificate issued by the ‘Peer Review Board’ of
the ICAI, have given their written consent to the inclusion of their report in the form and context in which it appears
in this RHP and such consents and reports have not been withdrawn up to the time of delivery of this RHP for
registration with the RoC

M/s. Ashok Dhariwal & Co., Chartered Accountants, who are subjected themselves to the peer review process of the
Institute of Chartered Accountants of India (ICAI) and hold a valid certificate issued by the ‘Peer Review Board’ of
the ICAI, have given their written consent to the inclusion of their report to the tax benefits accruing to our
Company and its members in the form and context in which it appears in this RHP and have not withdrawn such
consent up to the time of delivery of this RHP for registration with the RoC.

Expert Opinion

Except as stated elsewhere in this RHP, our Company has not obtained any expert opinions.

Issue Expenses

The expenses of this Issue include, among others, underwriting and management fees, selling commission, printing

and distribution expenses, legal fees, statutory advertising expenses and listing fees. The estimated expenses of the
Issue are as follows:

(<in Lacs)

Sr. Particulars Amount % of % of Issue
No. R in Lacs) Issue Expenses Size
1. BRLM Fees, Underwriting & Brokerage [e] [e] [e]
2. Printing & Distribution of Stationary [e] [e] [e]
3. | Advertisement and Marketing Expenses [e] [e] [e]
4. Miscellaneous Expenses (IPO  Grading,

Registrars Fees, Legal Advisor’s Fees [] [e] [o]

Auditors Fees, SEBI Fees, Listing Fees, etc.)

TOTAL 184.80 100.00 7.18

* Will be incorporated after finalisation of Issue Price.
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Fees payable to the BRLM, Brokerage and Selling Commission

The total fees payable to the BRLM, Ashika Capital Limited, including underwriting & brokerage, if any, for the
Issue will be as per the Memorandum of Understanding executed between our Company and the BRLM dated June
14,2010, a copy of which is available for inspection at our Registered Office and forms part of Material Contracts &
Documents.

Fees payable to the Registrar to the Issue

The fees payable to the Registrar to the Issue, Cameo Corporate Services Limited, will be as per the Memorandum
of Understanding executed between our Company and the Registrar dated May 26, 2010 a copy of which is
available for inspection at our Registered Office and forms part of Material Contracts & Documents.

Adequate funds will be provided to the Registrar to the Issue to enable it to make refunds in any of the modes
described in this Red Herring Prospectus or send allotment advice by registered post/speed post/under certificate of
posting.

Particulars regarding Public or Rights Issues during the last five (5) years

Our Company has not made any previous public or rights issue in the five (5) years preceding the date of the Red
Herring Prospectus.
Previous issues of shares otherwise than for Cash

Our Company has not made any previous issues of shares for consideration other than cash, except Bonus Issue, as
mentioned in the section titled ‘Capital Structure’ on page 44 of this Red Herring Prospectus.

Underwriting Commission, brokerage, and selling commission on Previous Issues
Since this is the Initial Public Offer of the company no sum has been paid or has been payable as commission or

brokerage for subscribing to or procuring or agreeing to procure subscription for any our equity shares since our
inception.

Companies under Same Management

No company under the same management within the meaning of Section 370(1B) of the Companies Act has made
any public issue or rights issue during the last three (3) years.

Performance vis-a-vis Objectives
There has not been any previous public issue or rights issue of our Equity Shares. None of the Group Entities /

Associates of the Company are listed on any stock exchange and have not made any public issue or rights issue of
shares.

Outstanding Debentures or Bond Issue or Redeemable Preference Shares

Our Company has no outstanding debentures or bonds or redeemable preference shares as of the date of this Drat
Red Herring Prospectus.

Stock Market Data of the Equity Shares

This being an initial public offering of the Equity Shares of our Company, the Equity Shares are not listed on any
stock exchange.
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Mechanism for Redressal of Investor’s Grievances

The agreement among the Registrar to the Issue and our Company provides for retention of records with the
Registrar to the Issue for a period of at least six months from the last date of dispatch of the letters of allotment,
refund orders, demat credit, where refunds are being made electronically, giving of refund instructions to the
clearing system, to enable the investors to approach the Registrar to the Issue for redressal of their grievances.

All grievances relating to the Issue may be addressed to the Registrar to the Issue, giving full details such as name,
address of the applicant, number of Equity Shares applied for, amount paid on application, depositary participant
and the bank branch or collection centre where the application was submitted.

All grievances relating to the ASBA process may be addressed to the SCSB, giving full details such as name,
address of the applicant, number of Equity Shares applied for, amount paid on application and the Designated
Branch or the collection centre of the SCSB where the Bid cum Application Form was submitted by the ASBA
Bidders.

Disposal of Investor’s Grievances and Redressal Mechanism

Our Company estimates that the average time required by our Company or the Registrar to the Issue for the redressal
of routine investor grievances shall be fifteen (15) working days from the date of receipt of the complaint. In case of
complaints that are not routine or where external agencies are involved, our Company will seek to redress these
complaints as expeditiously as possible.

Our Company has appointed Mr. Hemal Patel, Company Secretary, as the Compliance Officer to redress complaints,
if any, of the investors participating in the Issue. He can be contacted at the following address:

VMS Industries Limited

B-1006, Nar-Narayan Complex,

Near Swastik Char Rasta, Navrangpura,
Ahmedabad, Gujarat, India— 380009.
Tel No.: +91-79-4032 0484/ 3190 0484
Fax No.: +91-79-2692 0195

Email: info@vmsil.com

Changes in Auditors

There has been no change in Auditors of the Company in last three (3) years.

Capitalisation of Reserves or Profits

Our company has issued 50,48,554 Equity Shares (30,972 on 04.01.1995, 46,62,582 on 26.12.2009 & 3,55,000 on
20.01.2010) of ¥ 10/- each by way of Bonus by way of capitalization of Share Premium Account. Except mentioned
above no shares were issued for consideration other than cash.

Revaluation of Assets

Our Company has not re-valued its assets in the last five (5) years.

171



SECTION IX - ISSUE INFORMATION
TERMS OF THE ISSUE

The Equity Shares being issued are subject to the provisions of the Companies Act, the Memorandum and Articles
of Association, the terms of this Red Herring Prospectus, the Red Herring Prospectus, the Prospectus, the Bid-cum-
Application Form including ASBA Bid-cum- Application Form, the Revision Form, the CAN, the listing
agreements and other terms and conditions as may be incorporated in the Allotment advice and other
documents/certificates that may be executed in respect of the Issue. The Equity Shares shall also be subject to all
applicable laws, guidelines, rules, notifications and regulations relating to the issue of capital and the listing and
trading of securities issued from time to time by SEBI, the Government of India, the Stock Exchanges, the Registrar
of Companies, the RBI, the FIPB and/or other authorities, as in force on the date of the Issue and to the extent
applicable.

Authority for the Issue

The Board of Directors has, pursuant to a resolution passed at its meeting held on January 04, 2010, authorized the
Issue subject to the approval by the shareholders of the Company under Section 8§1(1A) of the Companies Act, and
such other authorities as may be necessary.

The shareholders of the Company have authorized the Issue, by a Special Resolution under Section 81(1A) of the
Companies Act, at the EGM held on February 03, 2010.

Ranking of Equity Shares

The Equity Shares being issued shall be subject to the provisions of the Companies Act and the Memorandum and
Articles of Association and shall rank pari passu in all respects with the existing Equity Shares of our Company
including rights in respect of dividends. The Allottees of the Equity Shares in this Issue shall be entitled to dividends
and other corporate benefits, if any, declared by our Company after the date of Allotment. For further details, please
refer to the section titled ‘Main Provisions of the Articles of Association of the Company’ beginning on page 210 of
this Red Herring Prospectus.

Mode of Payment of Dividend

We shall pay dividend to our shareholders in cash and as per provisions of the Companies Act and our Articles of
Association. The declaration and payment of dividends will be recommended by our Board of Directors and our
shareholders, in their discretion, and will depend on a number of factors, including but not limited to our earnings,
capital requirements and overall financial condition.

Face Value and Issue Price

The Equity Shares having a face value of ¥ 10/- each are being issued in terms of this RHP at a price of X [@] per
share. The Floor Price is T [@] and the Cap Price is T [@] per Equity Share. The issue price will be determined by our
Company in consultation with the BRLM on the basis of assessment of market demand for the equity shares offered
by way of book building. At any given point of time, there shall be only one denomination for the Equity Shares of
our Company, subject to applicable laws.

Rights of the Equity Shareholders

Subject to applicable laws, rules, regulations and guidelines and the Articles of Association, the equity shareholders
shall have the following rights:

e Right to receive dividend, if declared;

Right to attend general meetings and exercise voting powers, unless prohibited by law;

Right to vote on a poll either in person or by proxy;

Right to receive offer for rights shares and be allotted bonus shares, if announced;

Right to receive surplus on liquidation subject to any statutory and other preferential claims being satisfied;
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e Right of free transferability of their equity shares; and
e  Such other rights, as may be available to a shareholder of a listed public limited company under the Companies
Act, the terms of the listing agreement with the Stock Exchange and Articles of Association of the Company.

For further details on the main provisions of the Company’s Articles of Association dealing with voting rights,
dividend, forfeiture and lien, transfer and transmission and/or consolidation/splitting, please see the section titled
‘Main Provisions of the Articles of Association of the Company’ beginning on page 210 this RHP.

Market Lot and Trading Lot

In terms of Section 68B of the Companies Act, the Equity Shares shall be allotted only in dematerialized form. In
terms of existing SEBI (ICDR) Regulations, the trading of the Equity Shares shall only be in dematerialized form for
all investors. Since trading of the Equity Shares will be in dematerialized mode, the tradable lot is one (1) Equity
Share. Allocation and allotment of Equity Shares through this Issue will be done only in electronic form in multiples
of one (1) Equity Share subject to a minimum allotment of [®] Equity Shares to the successful bidders.

Nomination Facility to the Investor

In accordance with Section 109A of the Companies Act, the sole or first bidder, along with other joint bidders, may
nominate any one person in whom, in the event of the death of sole bidder or in case of joint bidders, death of all the
bidders, as the case may be, the Equity Shares allotted transferred, if any, shall vest. A person, being a nominee,
entitled to the Equity Shares by reason of the death of the original holder(s), shall in accordance with Section 109A
of the Companies Act, be entitled to the same advantages to which he or she would be entitled if he or she were the
registered holder of the equity share(s). Where the nominee is a minor, the holder(s) may make a nomination to
appoint, in the prescribed manner, any person to become entitled to equity share(s) in the event of his or her death
during the minority. A nomination shall stand rescinded upon a sale/ transfer/ alienation of equity share(s) by the
person nominating. A buyer will be entitled to make a fresh nomination in the manner prescribed. Fresh nomination
can be made only on the prescribed form available on request at the Registered Office/ Corporate Office of our
company or to the registrar or transfer agents of our Company.

In accordance with Section 109B of the Companies Act, any person who becomes a nominee by virtue of the
provisions of Section 109A of the Companies Act, shall upon the production of such evidence as may be required by
the Board, elect either:

e  To register himself or herself as the holder of the Equity Shares; or
e  To make such transfer of the Equity Shares, as the deceased holder could have made.

Further, the Board may at any time give notice requiring any nominee to choose either to be registered himself or
herself or to transfer the Equity Shares, and if the notice is not complied with within a period of ninety (90) days, the
Board may thereafter withhold payment of all dividends, bonuses or other monies payable in respect of the Equity
Shares, until the requirements of the notice have been complied with.

Since the allotment of Equity Shares in this Issue will be made only in dematerialized mode, there is no need to
make a separate nomination with us. Nominations registered with respective depository participant of the applicant
would prevail. If the investors require changing the nomination, they are requested to inform their respective
depository participant.

Bidding Period

Bidders may submit their Bids only in the Bidding Period. The Bid/Issue opening date is May 30, 2011 and the
Bid/Issue closing date is June 02, 2011.
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Minimum Subscription

If our Company does not receive the minimum subscription of 90% of the Issue including devolvement of
underwriters, if any, within 60 days from the Bid/Issue Closing Date, we shall forthwith refund the entire
subscription amount received. If there is a delay beyond eight (8) days after our company become liable to pay the
amount, our Company shall pay the interest as per Section 73 of the Companies Act.

Further, in accordance with Regulation 26(4) of the SEBI (ICDR) Regulations, our Company shall ensure that the
number of Allottees under the Issue shall not be less than 1,000.

Arrangements for Disposal of Odd Lots

Since, our Equity Shares will be traded in dematerialized form only; the marketable lot is one (1) Equity Share.
Therefore, there is no possibility of any odd lots.

Restriction on transfer of shares

There are no restrictions on transfers and transmission of Equity Share and on their consolidation/ splitting except as
provided in our Articles of Association. For further details, please see the section titled “Main Provisions of the
Articles of Association of our Company” beginning on page 210 of this RHP.

Application by Eligible NRIs, FIIs and FVCIs

It is to be distinctly understood that there is no reservation for Eligible NRIs or FIIs or FVCIs. Eligible NRIs, FIIs
and FVCIs will be treated on the same basis as other categories for the purpose of Allocation. As per the RBI
regulations, OCBs cannot participate in the Issue.

New financial instruments

There are no new financial instruments such as deep discounted bonds, debentures, warrants, secured premium
notes, etc. issued by our Company.

Option to receive securities in Dematerialised Form

Allotment to all successful Bidders will only be in dematerialised form. Bidders will not have the option of receiving
Allotment of the Equity Shares in physical form.
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ISSUE STRUCTURE
The Issue comprising of [®] Equity Shares of ¥ 10/- each for cash at a price of ¥ [e®] per Equity Share (including a
share premium of I [e] per Equity Share) aggregating upto I 2575.00 Lacs is being made through 100% Book
Building process. The Issue would constitute [®] % of the fully diluted post issue paid up capital of the Company.

Details of the Issue structure are tabulated below:

Particulars QIBs Non-Institutional Bidders | ct2il Individual
Bidders
: . Not less than Not less than
IS\I}?;?;)ST of Equity galz t}? [+] Equity Shares of T 10/- [¢] Equity Shares of ¥ 10/- | [e] Equity Shares of

each

T 10/- each

Percentage of Issue
Size available for
Allotment/allocation

Upto 50% of the Issue or Issue
less allocation to Non-
Institutional Bidders and Retail
Individual Bidders. However, 5%
of the QIB portion shall be
available for allocation
proportionately to Mutual funds
only. Mutual Funds participating
in the 5% reservation in the QIB
portion will also be eligible for
allocation in the remaining QIB
portion. The unsubscribed portion
in the Mutual Fund reservation
will be available to QIBs.

Not less than 15% of Issue
or Issue less allocation to
QIB Bidders and Retail
Individual Bidders.

Not less than 35%
of Issue or Issue less
allocation to QIB
Bidders and Non-
Institutional
Bidders.

Basis of
Allotment/Allocation
if respective category
is oversubscribed

Proportionate as follows:

(a) Equity Shares shall be
allocated on a proportionate basis
to Mutual Funds in the Mutual
Fund portion; and

(b) The balance Equity Shares
shall be allotted on a
proportionate basis to all QIBs
including Mutual Funds receiving
allocation as per (a) above.

Proportionate

Proportionate

Minimum Bid

Such number of Equity Shares
that the Bid Amount exceeds ¥
2,00,000/- and in multiples of [e]
Equity Shares

Such number of Equity
Shares that the Bid
Amount exceeds 4
2,00,000/- and in multiples
of [e] Equity Shares

Such number of
Equity Shares

and in multiples of
[e] Equity

Shares so that the
Bid Amount is less

than ¥ 2,00,000/-
Such number of Equity Shares not | Such number of Equity liulcllilt numbesrhargi
. . exceeding the Issue, subject to | Shares not exceeding the quity )
Maximum Bid . S . ; whereby the Bid
applicable limits. Issue subject to applicable
limits Amount does not
) exceed ¥ 2,00,000/-
. . - . . Compulsorily in
Mode of Allotment Compulsorily in dematerialised Compul'sor'lly in | aterialised
form. dematerialised form.
form.
. . . [e] Equity Shares in | [e] Equity Shares in
Bid Lot {:% gq;lilty SSﬁ;reess in multiples of multiples of [e] Equity | multiples of [e]
quity ’ Shares. Equity Shares.
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Particulars

QIBs

Non-Institutional Bidders

Retail Individual
Bidders

Trading Lot

One Equity Share

One Equity Share

One Equity Share

Who can Apply **

Public financial institution as
defined in section 4A of the
Companies  Act, scheduled
commercial banks, mutual funds,
foreign  institutional  investor
registered with SEBI other than
subaccount which is a foreign
corporate or foreign individual,
multilateral and bilateral
development financial
institutions, venture capital funds
registered with SEBI, foreign
venture capital investors
registered with SEBI, State
Industrial Development
Corporations, insurance
companies registered with the
Insurance Regulatory and
Development Authority (IRDA),
provident funds with minimum
corpus of I 2,500 lacs, pension
funds with minimum corpus of ¥
2,500 lacs, National Investment
Fund set up by resolution no. F.
No. 2/3/2005-DDII dated
November 23, 2005 of
Government of India published in
the Gazette of India, insurance
funds set up and managed by the
army, navy, or air force of the
Union of India and insurance
funds set up and managed by the
Department of Posts, India

Resident Indian
individuals, Eligible NRI’s,
HUF (in the name of
Karta) applying for an
amount  exceeding %
2,00,000/-, companies,
corporate bodies, scientific
institutions societies and
trusts.

Resident Indian
individuals, Eligible
NRI’s and HUF (in
the name of Karta)
applying such that
the Bid Amount
does not exceed ¥
2,00,000/-

Terms of Payment

Amount applicable to QIB
Bidders shall be payable at the
time of submission of Bid cum
Application Form to the Members
of the Syndicate or the ASBA
Form to SCSBs.

Amount applicable to Non
- Institutional Bidders shall
be payable at the time of
submission of Bid cum
Application Form to the
Members of the Syndicate
or the ASBA Form to
SCSBs.

Amount applicable
to Retail Individual
Bidders shall be
payable at the time
of submission of Bid
cum Application
Form to the
Members of the
Syndicate or the

ASBA Form to
SCSBs.
Margin Amount Full Bid Amount on bidding lljiudliiingBld Amount on Eludl!ii(lgd Amount on

* This Issue is being made in terms of Regulation 26 (1) of the SEBI Regulations and through the 100% Book
Building process wherein upto 50% of the Issue shall be allocated on a proportionate basis to QIBs, out of which
5% shall be available for allocation on a proportionate basis to Mutual Funds only and the remaining QIB portion
shall be available for allocation on proportionate basis to all QIB Bidders, including Mutual Funds, subject to valid
Bids being received from them at or above the Issue Price. Further, not less than 15% of the Issue shall be available
for allocation on a proportionate basis to Non-Institutional Bidders and not less than 35% of the Issue shall be
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available for allocation on a proportionate basis to Retail Individual Bidders, subject to valid Bids being received
from them at or above the Issue Price.

Under subscription in any category, would be allowed to be met with spill-over from any other category or
combination of categories at the discretion of the Company in consultation with the BRLM. For further details, see
“Issue Procedure” on page 206 of this Red Herring Prospectus.

** |n case the Bid cum Application Form is submitted in joint names, the Bidders should ensure that the demat
account is also held in the same joint names and are in the same sequence in which they appear in the Bid cum
Application Form or ASBA Form.

#In case of ASBA Bidders, the SCSB shall be authorised to block such funds in the bank account of the ASBA Bidder
that are specified in the ASBA Form.

Withdrawal of the Issue

Our Company, in consultation with the BRLM, reserves the right not to proceed with the Issue anytime after the
Bid/Issue Opening Date but before the Allotment of Equity Shares. In such an event our Company would issue a
public notice in the newspapers, in which the pre-Issue advertisements were published, within two days of the
Bid/ Issue Closing Date, providing reasons for not proceeding with the Issue. Our Company shall also promptly
inform the same to Stock Exchanges on which the Equity Shares are proposed to be listed.

If the Company withdraws the Issue after the Bid/Issue Closing Date and thereafter determines that it shall
proceed with an initial public offering of its Equity Shares, it shall file a fresh draft red herring prospectus with the
SEBI.

Notwithstanding the foregoing, the Issue is also subject to obtaining the final listing and trading approvals of the
Stock Exchanges, which our Company shall apply for after Allotment and the final RoC approval of the
Prospectus after it is filed with the RoC.

Letters of Allotment or Refund Orders

Our Company shall credit each beneficiary account with its depository participant within 11 days of the Bid/Issue
Closing Date. Applicants those who are residents of the 68 cities notified by SEBI through its notification (Ref.
No. SEBI/CFD/DILDIP/29/2008/01/02) dated February 1, 2008 will receive refunds through ECS only (subject to
availability of all information for crediting the refund through ECS) except where the applicant is eligible to
receive refunds through direct credit, NEFT or RTGS. In the case of other applicants, the Company shall ensure
the dispatch of refund orders, if any, of value up to ¥ 1,500 by “Under Certificate of Posting”, and shall dispatch
refund orders above ¥ 1,500, if any, by registered post or speed post at the sole or First Bidder’s, sole risk within
10 days of the Bid/Issue Closing Date. Applicants to whom refunds are made through electronic transfer of funds
will be sent a letter (refund advice) through ordinary post informing them about the mode of credit of refund,
within 10 days of the Bid/Issue Closing Date.
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Interest in case of delay in dispatch of Allotment Letters / Refund Orders

In accordance with the Companies Act, the requirements of the Stock Exchanges and the SEBI Regulations, our
Company further undertakes that:

o  Allotment of Equity Shares will be made only in dematerialised form within 9 days from the Bid/Issue Closing
Date;

e Dispatch of refund orders will be done within 10 days from the Bid/Issue Closing Date or if, in a case where the
refund or portion thereof is made in electronic manner, the refund instructions will be given to the clearing
system; and

e  Our Company shall pay interest at 15% per annum, if Allotment is not made, refund orders are not dispatched
or if, in a case where the refund or portion thereof is made in electronic mode/manner, the refund instructions
have not been given to the clearing system in the disclosed manner and / or demat credits are not made to
investors within the 10 day period prescribed above.

Our Company will provide adequate funds required for dispatch of refund orders or Allotment advice to the
Registrar to the Issue.

Refunds will be made by cheques, pay orders or demand drafts drawn on the Escrow Collection Banks and payable
at par at places where Bids are received, except where the refund or portion thereof is made in electronic
mode/manner. Bank charges, if any, for encashing such cheques, pay orders or demand drafts at other centers will be
payable by the Bidders.

Bidding/Issue Programme

BID/ISSUE OPENS ON MAY 30, 2011
BID/ISSUE CLOSES ON JUNE 02, 2011

Bids and any revision in Bids shall be accepted only between 10.00 a.m. and 5.00 p.m. (Indian Standard Time)
during the Bidding Period as mentioned above at the bidding centres mentioned on the Bid cum Application Form.
On the Bid/Issue Closing Date, Bids (excluding the ASBA Bidders) shall be uploaded until (i) 4.00 p.m. in case of
Bids by QIB Bidders and Non- Institutional Bidders where the Bid Amount is in excess of I 2,00,000/- and (ii) until
5.00 p.m. or such extended time as permitted by the BSE, in case of Bids by Retail Individual Bidders where the Bid
Amount is up to ¥ 2,00,000/-. It is clarified that Bids not uploaded in the book, would be rejected. Bids by ASBA
Bidders shall be uploaded by the SCSB in the electronic system to be provided by the BSE.

In case of discrepancy in the data entered in the electronic book vis-a-vis the data contained in the physical Bid
form, for a particular bidder, the details as per physical application form of that Bidder may be taken as the final data
for the purpose of allotment. In case of discrepancy in the data entered in the electronic book vis-a-vis the data
contained in the physical or electronic Bid cum Application Form submitted through the ASBA process, for a
particular ASBA Bidder, the Registrar to the Issue shall ask for rectified data from the SCSB.

Due to limitation of time available for uploading the Bids on the Bid/Issue Closing date, the bidders are advised to
submit their Bids one day prior to the Bid/Issue Closing Date and, in any case, no later than 3.00 p.m. on the
Bid/Issue Closing Date. The times mentioned in the RHP are Indian Standard Time. Bidders are cautioned that in
the event a large number of Bids are received on the Bid/Issue Closing Date, as is typically experienced in pubic
offerings, some Bids may not get uploaded due to lack of sufficient time. Such Bids that cannot be uploaded will not
be considered for allocation under the Issue. If such Bids are not uploaded, the Issuer, BRLMs and Syndicate
members will not be responsible. Bids will be accepted only on Business Days, i.e., Monday to Friday (excluding
any public holidays).
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The Company reserves the right to revise the Price Band during the Bid/Issue Period in accordance with the SEBI
ICDR Regulations provided that the Cap Price is less than or equal to 20% of the Floor Price. The Floor Price can be
revised up or down to a maximum of 20% of the Floor Price advertised at least one day before the Bid /Issue
Opening Date.

In case of revision in the Price Band, the Issue Period will be extended for three additional working days after
revision of Price Band subject to the Bidding Period/Issue Period not exceeding 10 working days. Any
revision in the Price Band and the revised Bidding Period/Issue Period, if applicable, will be widely
disseminated by notification to the BSE, by issuing a press release, and also by indicating the change on the
web sites of the Book Runners at the terminals of the Syndicate.
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ISSUE PROCEDURE

This section applies to all Bidders. Please note that all Bidders can participate in the Issue through the ASBA
process. ASBA Bidders should note that the ASBA process involves application procedures that are different
from the procedure applicable to Bidders other than the ASBA Bidders. Bidders applying through the ASBA
process should carefully read the provisions applicable to such applications before making their application
through the ASBA process. Please note that all the Bidders are required to make payment of the full Bid
Amount along with the Bid cum Application Form.

Book Building Procedure

This Issue is being made through the 100% Book Building process wherein upto 50% of the Issue shall be allocated
on a proportionate basis to Qualified Institutional Buyers, out of which 5% shall be available for allocation on a
proportionate basis to Mutual Funds only and the remaining QIB portion shall be available for allocation on
proportionate basis to all QIB Bidders, including Mutual Funds, subject to valid Bids being received from them at or
above the Issue Price. Further, not less than 15% of the Issue shall be available for allocation on a proportionate
basis to Non-Institutional Bidders and not less than 35% of the Issue shall be available for allocation on a
proportionate basis to Retail Individual Bidders, subject to valid Bids being received from them at or above the Issue
Price.

All Bidders (other than the ASBA Bidders) are required to submit their Bids through the members of the Syndicate.
ASBA Bidders are required to submit their Bids to the SCSBs, Bids by QIBs shall be submitted only to the BRLM,
other than Bids by QIBs who Bid through the ASBA process, who shall submit the Bids to the Designated Branch of
the SCSBs. In case of QIB Bidders, our Company, in consultation with the BRLM may reject Bids at the time of
acceptance of the Bid-cum-Application Form provided that the reasons for such rejection shall be disclosed to such
Bidder in writing. In the cases of Non-Institutional Bidders and Retail Individual Bidders, our Company will have a
right to reject the Bids only on technical grounds.

Investors should note that allotment of Equity Shares to all successful Bidders will only be in the
dematerialized form. The Bid cum Application forms which do not have the details of the Bidders’ depository
account shall be treated as incomplete and rejected. Bidders will not have the option of getting allotment of
the Equity Shares in physical form. The Equity Shares on allotment shall be traded only in the dematerialized
segment of the Stock Exchange.

Bid-cum-Application Form

Bidders (other than ASBA Bidders) shall only use the specified Bid-cum-Application Form bearing the stamp of a
member of the Syndicate for the purpose of making a Bid in terms of the Red Herring Prospectus. The Bidders shall
have the option to make a maximum of three Bids in the Bid-cum-Application Form and such options shall not be
considered as multiple Bids. ASBA Bidders shall submit an ASBA Bid cum Application Form to the SCSB
authorising blocking of funds that are available in the bank account specified in the ASBA Bid cum Application
Form only. Upon the allocation of Equity Shares, dispatch of the CAN and filing of the Prospectus with the RoC, the
Bid-cum-Application Form shall be considered as the Application Form. Upon completing and submitting the Bid-
cum-Application Form to a member of the Syndicate or the SCSB, the Bidder or the ASBA Bidder is deemed to
have authorized our Company to make the necessary changes in the Red Herring Prospectus as would be required
for filing the Prospectus with the RoC and as would be required by the RoC after such filing, without prior or
subsequent notice of such changes to the Bidder or the ASBA Bidder.

The prescribed colour of the Bid-cum-Application Form for various categories is as follows:

i Colour of
Bid-cum-Application Form
Indian Nationals or NRIs applying on a non-repatriation basis White
Eligible NRIs applying on a repatriation basis, FIIs, Foreign Venture Capital
Funds registered with SEBI, registered Multilateral and Bilateral Development Blue
Financial Institutions and other Non-Residents applying on a repatriation basis

180



The physical ASBA Bid cum Application Form shall be White in colour.

ASBA Bidders shall submit an ASBA Bid cum Application Form either in physical or electronic form to the SCSB
authorizing blocking the funds that are available in the bank account specified in the ASBA Bid cum Application
Form used by ASBA Bidders. The Bidders shall have the option to make a maximum of three Bids in the ASBA
Bid-cum-Application Form and such options shall not be considered as multiple Bids. Upon the allocation of Equity
Shares, dispatch of the CAN and filing of the Prospectus with the RoC, the ASBA Bid cum Application Form shall
be considered as the Application Form. Upon completing and submitting the ASBA Bid cum Application Form for
ASBA Bidders to the SCSB, the ASBA Bidder is deemed to have authorised our Company to make the necessary
changes in the Red Herring Prospectus and the ASBA Bidcum- Application Form as would be required for filing the
Prospectus with the RoC and as would be required by RoC after such filing, without prior or subsequent notice of
such changes to the ASBA Bidder.

Who Can Bid?

1. Persons eligible to invest under all applicable laws, rules, regulations and guidelines.

2. Indian nationals resident in India who are not minors, in single or joint names (not more than three).

3. Hindu Undivided Families or HUF's in the individual name of the Karta. The Bidder should specify that the Bid
is being made in the name of the HUF in the Bid-cum-Application Form as follows: "Name of sole or first
Bidder: XYZ Hindu Undivided Family applying through XYZ, where XYZ is the name of the Karta". Bids by

HUFs would be considered at par with those from individuals.

4. Eligible NRIs on a repatriation basis or a non-repatriation basis subject to compliance with applicable laws.
NRIs, other than Eligible NRIs, are not permitted to participate in this Issue.

5. Foreign institutional investor and sub-account registered with SEBI, other than a sub-account which is a foreign
corporate or foreign individual, under the QIB category.

6. Sub-accounts of Flls registered with SEBI, which are foreign corporate or foreign individuals, only under the
Non Institutional Bidders Category.

7. State Industrial Development Corporations.
8. Insurance companies registered with the Insurance Regulatory and Development Authority, India.

9. Provident Funds with a minimum corpus of ¥ 25 crore and who are authorized under their constitution to invest
in Equity Shares.

10. Pension funds with a minimum corpus of ¥ 25 crore and who are authorized under their constitution to invest in
Equity Shares.

11. Companies, corporate bodies and societies registered under applicable laws in India and authorized to invest in
Equity Shares.

12. Venture Capital Funds (VCFs) registered with SEBI.

13. Foreign Venture Capital Investors (FVCIs) registered with the SEBI.

14. Mutual Funds registered with the SEBI.

15. Indian financial institutions, scheduled commercial banks (excluding foreign banks), regional rural banks,

cooperative banks (subject to the RBI regulations and the SEBI (ICDR) Regulations and regulations, as
applicable).
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16. Multilateral and bilateral development financial institutions.

17. Trusts / societies registered under the Societies Registration Act, 1860, as amended, or under any other law
relating to trusts and who are authorized under their constitution to hold and invest in Equity Shares.

18. Scientific and/or industrial research organizations in India authorized to invest in Equity Shares.

19. National Investment Fund set up by resolution No. F.No0.2/3/2005-DDII dated November 23, 2005 of the
Government of India published in the Gazatte of India.

20. Insurance funds set up and managed by army, navy or air force of the Union of India
21. Insurance funds set-up and managed by the Department of Posts, India

22. Any other QIBs permitted to invest, subject to compliance with all applicable laws, rules, regulations,
guidelines and approvals in the Issue.

As per existing regulations, OCBs cannot Bid in the Issue.

The above information is given for the benefit of the Bidders. The Company and the BRLM are not liable for
any amendments or modifications or changes in the applicable laws or regulations, which may occur after the
date of this RHP. Bidders are advised to make their independent investigations and ensure that the number
of Equity Shares bid for do not exceed the applicable limits under laws or regulations.

Participation by associates and affiliates of the BRLM and the Syndicate Member(s)

The BRLM and Syndicate Members shall not be entitled to subscribe to this Issue in any manner except towards
fulfilling their underwriting obligations, if any. However, associates and affiliates of the BRLM and Syndicate
Members may subscribe to or purchase the Equity Shares in the Issue, either in the QIB Portion and Non-
Institutional Portion as may be applicable to such Bidders, where the allocation is on a proportionate basis. Such
bidding and subscription may be on their own account or on behalf of their clients.

Bids by Mutual Funds

An eligible Bid by a Mutual Fund shall first be considered for allocation proportionately in the Mutual Fund Portion.
In the event that the demand is greater than [®] Equity Shares, allocation shall be made to Mutual Funds on a
proportionate basis to the extent of the Mutual Fund Portion. The remaining demand by Mutual Funds shall, as part
of the aggregate demand by QIB Bidders, be made available for allocation proportionately out of the remainder of
the QIB Portion, after excluding the allocation in the Mutual Funds Portion.

The Bids made by the asset management companies or custodians of Mutual Funds shall specifically state the names
of the concerned schemes for which the Bids are made. In case of a Mutual Fund, a separate Bid can be made in
respect of each scheme of the Mutual Fund registered with the SEBI and such Bids in respect of more than one
scheme of the Mutual Fund will not be treated as multiple Bids provided that the Bids clearly indicate the scheme
for which the Bid has been made.

In accordance with the current regulations, no mutual fund scheme shall invest more than 10% of its net asset value
in the Equity Shares or equity related instruments of any company provided that the limit of 10% shall not be
applicable for investments by index funds or sector or industry specific funds. No mutual fund under all its schemes
should own more than 10% of any company’s paid-up capital carrying voting rights.

Bids by Eligible NRIs
Bid-cum-Application Forms (blue in color) have been made available for Eligible NRIs at the Registered Office of

our Company and with members of the Syndicate or the Registrar to the Issue. NRI applicants should note that only
such applications as are accompanied by payment in free foreign exchange shall be considered for Allotment under
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the Eligible NRI category. The Eligible NRIs who intend to make payment through the Non-Resident Ordinary
(NRO) account shall use the application form meant for Resident Indians (White colour form) and shall not use the
forms meant for the non-resident category.

Bids by FIIs

In accordance with the current regulations, the Issue of Equity Shares to a single FII should not exceed 10% of the
post-Issue paid- up capital of our Company. In respect of an FII investing in the Equity Shares on behalf of its sub-
accounts, the investment on behalf of each sub-account shall not exceed 10% of the total issued capital or 5% of the
total issued capital of our Company in case such sub-account is a foreign corporate or an individual.

Bids by SEBI registered Venture Capital Fund and Foreign Venture Capital Funds

The Securities and Exchange Board of India (Venture Capital Funds) Regulations, 1996, and the Securities and
Exchange Board of India (Foreign Venture Capital Investor) Regulations, 2000, as amended prescribe investment
restrictions on Venture Capital Funds (VCFs) and Foreign Venture Capital Investors (FVCls) registered with SEBI.
Accordingly, whilst the holding by any VCF or FVCI in one (1) venture capital undertaking should not exceed 25%
of the corpus of the VCF / FVCI, the VCF can invest its entire funds committed for investments into India in one (1)
company. Further, VCFs can invest only up to 33.33% of the investible funds by way of subscription to an initial
public offering.

Pursuant to the SEBI (ICDR) Regulations, the shareholding of VCFs and FVClIs held in a company prior to making
an initial public offering is exempt from lock-in requirements only if the shares have been held by them for at least
one (1) year prior to the time of filing the draft prospectus with SEBI.

Maximum and Minimum Bid size
a) For Retail Individual Bidders:

The Bid must be for minimum [e] number of Equity Shares and in multiples of [] Equity Shares thereafter, so
as to ensure that the Bid Amount payable by the Bidder does not exceed X 2,00,000. In case of revision of Bids,
the Retail Individual Bidders have to ensure that the Bid Amount does not exceed ¥ 2,00,000. Where the Bid
Amount is over ¥ 2,00,000 due to a revision in the Bid or a revision in the Price Band or upon exercise of the
option to bid at Cut-off Price, the Bid would be considered for allocation under the Non-Institutional Portion.
The Cutoff Price option is given only to Retail Individual Bidders indicating their agreement to the Bid and to
purchase the Equity Shares at the Issue Price as determined at the end of the Book Building Process.

b) For Non-Institutional Bidders and QIB Bidders:

The Bid must be for a minimum of such number of Equity Shares such that the Bid Amount payable by the
Bidder exceeds ¥ 2, 00,000 and in multiples of [e] Equity Shares thereafter. A Bid cannot be submitted more
than the Issue size. However, the maximum Bid by a QIB investor should not exceed the investment limits
prescribed for them under applicable laws. A QIB Bidder cannot withdraw its Bid after the Bid/Issue Closing
Date and is required to pay the Bid Amount upon submission of the Bid.

In case of revision in Bids, the Non-Institutional Bidders, who are individuals, have to ensure that the Bid
Amount is greater than ¥ 2, 00,000, for being considered for allocation in the Non Institutional Portion. In case
the Bid Amount reduces to ¥ 2, 00,000 or less due to a revision in Bids or revision of Price Band, the same
would be considered for allocation under the Retail Individual Portion. Non Institutional Bidders and QIBs are
not allowed to Bid at ‘Cut-off’.

Payments made upon any revision of Bids shall be adjusted against the payment made at the time of the original Bid
or the previously revised Bid.
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Bidders are advised to ensure that any single Bid from them does not exceed the investment limits or
maximum number of Equity Shares that can be held by them under the relevant laws, rules, regulations,
guidelines and approvals.

Information for the Bidders

1.

The Company will file the Red Herring Prospectus with the RoC at least 3 (three) days before the Bid/Issue
Opening Date.

The Price Band shall be advertised at least two working days prior to the Bid Opening Date/Issue Opening
Date.

The members of the Syndicate will circulate copies of Bid-cum-Application Form to their potential investors
and at the request of the potential investors’, the copies of Red Herring Prospectus.

Any Bidder (who is eligible to invest in the Equity Shares) desirous of obtaining a copy of the Red Herring
Prospectus along with the Bid-cum- Application Form can obtain the same from the Registered Office of the
Company or from the BRLM or from a member of the Syndicate.

Eligible investors who are interested in subscribing for the Equity Shares should approach the BRLM or
Syndicate Members or their authorized agent(s) to register their Bids. Bidders who wish to use the ASBA
process should approach the Designated Branches of the SCSBs to register their Bids.

ASBA Bidders shall correctly mention the bank account number in the ASBA Bid cum Application Form and
ensure that funds equal to the Bid Amount are available in the bank account maintained with the SCSB before
submitting the ASBA Bid cum Application Form to the respective Designated Branch.

If the ASBA Account holder is different from the ASBA Bidder, the ASBA Bid cum Application Form should
be signed by the account holder as provided in the ASBA Bid cum Application Form.

The Bids should be submitted on the prescribed Bid-cum-Application Form only. Bid-cum-Application Forms
(other than the ASBA Bid cum Application Forms) should bear the stamp of the member of the Syndicate. Bid-
cum- Application Forms which do not bear the stamp of a member of the Syndicate will be rejected. Bids by
ASBA Bidders shall be accepted by the Designated Branches of the SCSBs in accordance with the SEBI
(ICDR) Regulations and any circulars issued by SEBI in this regard. Bidders applying through the ASBA
process also have an option to submit the ASBA Bid cum Application Form in electronic form.

The applicants may note that in case the DP ID and Client ID and PAN mentioned in the Bid cum
Application Form and entered into the electronic bidding system of the Stock Exchanges by the Syndicate do
not match with the DP ID and Client ID and PAN available in the Settlement Depository database, the
application is liable to be rejected.

Method and Process of bidding

a) Our Company in consultation with the BRLM shall declare the Bid/Issue Opening Date, the Bid/Issue Closing

Date in the Red Herring Prospectus to be filed with the RoC and also publish the same in two (2) widely
circulated national newspapers (one (1) each in English and Hindi) newspaper and one regional newspaper with
wide circulation. This advertisement, subject to the provisions of Section 66 of the Companies Act, shall be in
the format prescribed in Schedule XIII of the SEBI (ICDR) Regulations. The Price Band and the minimum Bid
lot size for the Issue will be decided by our Company, in consultation with the BRLM, and published in two (2)
national newspapers (one (1) each in English and Hindi) and one regional newspaper with wide circulation, at
least two (2) working days prior to the Bid/Issue Opening Date. The Syndicate and the SCSBs shall accept Bids
from the Bidders during the Bid/Issue Period. The BRLM and Syndicate Members shall accept Bids from the
Bidders during the Bidding/Issue Period in accordance with the terms of the Syndicate Agreement.
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b)

d)

g)

h)

)

k)

)

The Bidding/Issue Period shall be for a minimum of three (3) working days and shall not exceed ten (10)
working days. Where the Price Band is revised, the revised Price Band and Bidding/Issue Period will be
informed to the Stock Exchange(s) and published in two (2) national newspapers (one (1) each in English and
Hindi) and one regional newspaper with wide circulation and also by indicating the change on the website of the
BRLM and at the terminals of the members of the Syndicate. The Bidding/Issue Period may be extended, if
required, by an additional three (3) working days, subject to the total Bidding/Issue Period not exceeding ten
(10) working days.

During the Bidding/Issue Period, Bidders, who are interested in subscribing for the Equity Shares should
approach the members of the Syndicate or their authorized agents to register their Bids. The Syndicate shall
accept Bids from all Bidders and have the right to vet the Bids during the Bid/ Issue Period in accordance with
the terms of the Red Herring Prospectus. Bidders who wish to use the ASBA process should approach the
Designated Branches of the SCSBs to register their Bids.Bids by QIBs shall be submitted only to the BRLM,
other than the Bids by QIBs who Bid through the ASBA process, who shall submit the Bids to the Designated
Branch of the SCSBs.

Each Bid-cum-Application Form will give the Bidder the choice to Bid for up to three (3) optional prices (for
details refer to the paragraph "Bids at Different Price Levels") within the Price Band and specify the demand
(i.e., the number of Equity Shares Bid for) in each option. The price and demand options submitted by the
Bidder in the Bid-cum-Application Form will be treated as optional demands from the Bidder and will not be
cumulated. After determination of the Issue Price, the maximum number of Equity Shares Bid for by a Bidder at
or above the Issue Price will be considered for allocation and the rest of the Bid(s), irrespective of the Bid Price,
will become automatically invalid.

The Bidder cannot Bid on another Bid-cum-Application Form after Bid(s) on one Bid-cum-Application Form
have been submitted to any member of the Syndicate or the SCSBs. Submission of a second Bid-cum-
Application Form to either the same or to another member of the Syndicate or SCSBs will be treated as multiple
bidding and is liable to be rejected either before entering the Bid into the electronic bidding system, or at any
point in time before the Allotment of Equity Shares in the Issue. However, the Bidder can revise the Bid
through the Revision Form, the procedure for which is detailed under the section titled "Issue Procedure"”
beginning on page 190 of this Red Herring Prospectus.

The members of the Syndicate/SCSBs will enter each Bid option into the electronic bidding system as a
separate Bid and generate a Transaction Registration Slip ("TRS") for each price and demand option and give
the same to the Bidder. Therefore, a Bidder can receive up to three TRSs for each Bid-cum-Application Form.
It is the responsibility of the bidder to obtain the TRS from the Syndicate Member.

During the Bidding/Issue Period, Bidders may approach the members of the Syndicate to submit their Bids.
Every member of the Syndicate shall accept Bids from all clients/investors who place orders through them and
shall have the right to vet the Bids.

Along with the Bid-cum-Application Form, all Bidders (other than ASBA Bidders) will make payment into the
Escrow Account in the manner described under the sub-section titled "Terms of Payment and Payment into the
Escrow Account" beginning on page 187 under this section.

The identity of the QIB Bidders shall not be made public.

Upon receipt of the ASBA Bid cum Application Form, submitted whether in physical or electronic mode the
Designated Branch of the SCSB shall verify if sufficient funds equal to the Bid Amount are available in the
ASBA Account, as mentioned in the ASBA Bid cum Application Form, prior to uploading such Bids with the
Stock Exchanges.

If sufficient funds are not available in the ASBA Account, the Designated Branch of the SCSB shall reject such
Bids and shall not upload such Bids with the Stock Exchanges.

If sufficient funds are available in the ASBA Account, the SCSB shall block an amount equivalent to the Bid
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Amount mentioned in the ASBA Bid cum Application Form and will enter each Bid option into the electronic
bidding system as a separate Bid and generate a TRS for each price and demand option. The TRS shall be
furnished to the ASBA Bidder on request.

The Bid Amount shall remain blocked in the aforesaid ASBA Account until finalisation of the Basis of
Allotment and consequent transfer of the Bid Amount against the Allotted Equity Shares to the Public Issue
Account, or until withdrawal/failure of the Issue or until withdrawal/rejection of the ASBA Bid cum
Application Form, as the case may be. Once the Basis of Allotment is finalized, the Registrar to the Issue shall
send an appropriate request to the Controlling Branch of the SCSB for unblocking the relevant ASBA Accounts
and for transferring the amount allocable to the successful Bidders to the Public Issue Account. In case of
withdrawal/failure of the Issue, the blocked amount shall be unblocked on receipt of such information from the
Registrar to the Issue.

Bids at Different Price Levels and Revision of Bids

a)

b)

d)

e)

2)

The Price Band has been fixed as ¥ [@] to X [e] per Equity Share, ¥ [@] being the Floor Price and ¥ [e] being the
cap price. The Bidders can bid at any price with in the Price Band, in multiples of Re 1.

In accordance with the SEBI (ICDR) Regulations, our Company in consultation with the BRLM and without
the prior approval of, or intimation, to the Bidders, can revise the Price Band during the Bid/Issue period. The
cap on the Price Band should not be more than 20% of the floor of the Price Band. Subject to compliance with
the immediately preceding sentence, the floor of the Price Band can move up or down to the extent of 20% of
the floor of the Price Band disclosed in the Red Herring Prospectus or if the floor price or price band is not
mentioned in the Red Herring Prospectus, our Company shall announce the Floor Price or Price Band at least
two (2) working days before the opening of the bid in all the newspapers in which the pre- issue advertisement
shall be released.

In case of a revision of the Price Band, the Bidding/Issue Period shall be extended for three additional working
days, subject to a maximum of 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 BSE, by issuing a public notice in two
(2) national newspapers (one (1) each in English and Hindi) and one regional newspaper with wide circulation
and also by indicating the change on the website of the BRLM and at the terminals of the members of the
Syndicate.

We, in consultation with the BRLM, can finalize the Issue Price within the Price Band without the prior
approval of, or intimation to, the Bidders.

The Bidders can bid at any price within the Price Band. The Bidder has to bid for the desired number of Equity
Shares at a specific price. Retail Individual Bidders applying for a maximum bid in any of the bidding options
not exceeding ¥ 2,00,000 may bid at ‘Cut off’. However, bidding at ‘Cut-off” is prohibited for QIB or Non
Institutional Bidders and such Bids from QIBs and Non-Institutional Bidders shall be rejected.

Retail Individual Bidders, who bid at the ‘Cut-Off” agree that they shall purchase the Equity Shares at any price
within the Price Band. Retail Individual Bidders bidding at ‘cut-off” shall deposit the Bid Amount based on the
Cap Price in the Escrow Account. In the event the Bid Amount is higher than the subscription amount payable
by the Retail Individual Bidders (i.e. the total number of Equity Shares allocated in the Issue multiplied by the
Issue Price), Retail Individual Bidders shall receive the refund of the excess amounts from the Refund Account
in the manner described under the paragraph "Payment of Refund".

In case of an upward revision in the Price Band announced as above, Retail Individual Bidders, who had bid at
‘Cut-off” Price could either:

i.  revise their Bid; or
ii. make additional payment based on the cap of the revised Price Band, with the members of the Syndicate to

whom the original Bid was submitted.
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iii. make additional payment based on the higher cap of the revised Price Band (such that the total amount i.e.,
the original Bid Amount plus additional payment does not exceed I 2,00,000 if the Bidder wants to
continue to Bid at the Cut-off Price), with the members of the Syndicate to whom the original Bid was
submitted. In case the total amount (i.e., original Bid Amount plus additional payment) exceeds I 2,
00,000, the Bid will be considered for allocation under the Non-Institutional Portion in terms of the Red
Herring Prospectus. If, however, the Bidder does not either revise the Bid or make additional payment and
the Issue Price is higher than the cap of the Price Band before revision, the number of Equity Shares Bid for
shall be adjusted downwards for the purpose of Allotment, such that no additional payment would be
required from the Bidder and the Bidder is deemed to have approved such revised Bid at the Cut-off Price.

iv. In case of a downward revision in the Price Band, announced as above, Retail Individual Bidders who have
bid at Cut Off price could either revise their Bid or the excess amount paid at the time of bidding would be
refunded from the Refund Account.

v. In the event of any revision in the Price Band, whether upwards or downwards, the minimum application
size shall be suitable revised, if necessary such that the minimum application is in the range of I 5,000 to T
7,000.

Option to Subscribe in the Issue

e  Equity Shares being offered through the Red Herring Prospectus can be applied for in dematerialized form only.

e  The Equity Shares on allotment shall be traded on Stock Exchanges in demat segment only.

e A single bid from any investor shall not exceed the investment limit/minimum number of Equity Shares that can
be held by him/her/it under the relevant regulations/statutory guidelines.

Escrow Mechanism

Our Company and members of the Syndicate shall open Escrow Accounts with one or more Escrow Collection
Banks in whose favour the Bidders shall make out the cheque or demand draft in respect of his or her Bid and/or
revision of the bid. Cheques or demand drafts received for the full Bid amount from Bidders in a certain category
would be deposited in the Escrow Account for the Issue. The Escrow Collection Banks will act in terms of the Red
Herring Prospectus and an Escrow Agreement. The monies in the Escrow Account of our Company shall be
maintained by the Escrow Collection Bank(s) for and on behalf of the Bidders. The Escrow Collection Bank(s) shall
not exercise any lien whatsoever over the monies deposited therein and shall hold the monies therein in trust for the
Bidders. On the Designated Date, the Escrow Collection Banks shall transfer an amount equivalent to Issue proceeds
(Final Issue price multiplied by the number of Equity Shares allotted through this issue) from the Escrow Account to
the Public Issue Account with the Bankers to the Issue as per the terms of the Escrow Agreement with our Company
and the balance amount shall be transferred to the Refund Account, from where payment of refund to the Bidders
shall be made.

The Bidders may note that the Escrow Mechanism is not prescribed by SEBI and the same has been established as
an arrangement between our Company, the Syndicate, Escrow Collection Bank(s) and the Registrars to the Issue to
facilitate collections from the Bidders.

Terms of Payment and Payment into the Escrow Collection Account

In case of Non-institutional Bidders and Retail Individual Bidders, each Bidder shall, with the submission of the
Bid-cum- Application Form draw a cheque or demand draft for the maximum amount of his/ her Bid in favour of the
Escrow Account of the Escrow Collection Bank(s) and submit the same to the members of the Syndicate to whom
the Bid is being submitted. In case of QIB Bidders, the Amount has to be submitted along with the Bid to the
members of the Syndicate. Bid-cum-Application Forms accompanied by cash and stock invests shall not be
accepted. The maximum Bid price has to be paid at the time of submission of the Bid-cum- Application Form based
on the highest bidding option of the Bidder.
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The members of the Syndicate shall deposit the cheque or demand draft with the Escrow Collection Bank(s), which
will hold the monies for the benefit of the Bidders till the Designated Date. On the Designated Date, the Escrow
Collection Bank(s) shall transfer the funds from the Escrow Account, as per the terms of the Escrow Agreement,
into the Public Issue Account and Refund Account. Not later than ten (10) days from the Bid / Issue Closing Date,
our Company will instruct the Refund Banker to refund all amount payable to unsuccessful Bidders and also the
excess amount paid on bidding, if any, after adjustment for allocation to the Bidders, failing which our Company
shall pay interest @15% per annum for any delay beyond the period mentioned above.

Each category of Bidders i.e. QIBs, Non-Institutional Bidders and Retail Individual Bidders, would be required to
pay their Amount at the time of the submission of the Bid-cum-Application Form. The Amount payable by each
category of Bidders is mentioned under the Chapter titled “Issue Structure” beginning on page 175 of the Red
Herring prospectus and shall be uniform across all the bidders in the same category. Where the Amount applicable
to the Bidder is less than 100% of the Bid Amount, any difference between the amount payable by the Bidder for
Equity Shares allocated at the Issue Price and the amount paid at the time of Bidding, shall be payable by the Bidder
no later than the Pay-in-Date, which shall be a minimum period of two days from the date of communication of the
allocation list to the members of the Syndicate by the Registrar to the Issue. If the payment is not made favouring
the Escrow Account within the time stipulated above, the Bid of the Bidder is liable to be cancelled. However, if the
members of the Syndicate do not waive such payment, the full amount of payment has to be made at the time of
submission of the Bid-Cum-Application Form.

Electronic Registration of Bids

(a) The members of the Syndicate and SCSBs will register the Bids using the on-line facilities of the Stock
Exchanges.

(b) The Syndicate and the SCSBs will undertake modification of selected fields in the Bid details already uploaded
within one (1) Working Day from the Bid/Issue Closing Date.

(c) There will be at least one (1) on-line connectivity facility in each city, where a stock exchange is located in
India and where Bids are being accepted. The BRLM, our Company and the Registrar are not responsible for
any acts, mistakes or errors or omission and commissions in relation to, (i) the Bids accepted by the Syndicate
Members and the SCSBs, (ii) the Bids uploaded by the Syndicate Members and the SCSBs, (iii) the Bids
accepted but not uploaded by the Syndicate Members and the SCSBs or (iv) with respect to ASBA Bids, Bids
accepted and uploaded without blocking funds in the ASBA Accounts. However, the Syndicate and/or the
SCSBs shall be responsible for any error in the Bid details uploaded by them. It shall be presumed that for Bids
uploaded by the SCSBs, the Bid Amount has been blocked in the relevant ASBA Account.

(d) The BSE will offer a screen-based facility for registering Bids for the Issue. This facility will be available on the
terminals of the members of the Syndicate and their authorized agents and the SCSBs during the Bidding/Issue
Period. The members of the Syndicate and the Designated Branches of the SCSBs can also set up facilities for
off-line electronic registration of Bids subject to the condition that they will subsequently upload the oft-line
data file into the online facilities for book building on a regular basis. On the Bid/Issue Closing Date, the
members of the Syndicate and the Designated Branches of the SCSBs shall upload the Bids until such time as
may be permitted by the Stock Exchanges. On the Bid/Issue Closing Date, extension of time will be granted by
the Stock Exchanges only for uploading the Bids received by Retail Individual Bidders after taking into account
the herein and reported by the BRLM to the Stock Exchange within half an hour of such closure.

(e) The aggregate demand and price for Bids registered on their electronic facilities of BSE will be uploaded on a
regular basis and displayed graphically the consolidated demand at various price levels. This information can be
accessed on BSE’s website at www.bseindia.com. The online, real-time graphical display of demand and bid
prices at the bidding terminals shall be made. The BRLM shall ensure the availability of adequate infrastructure
for data entry of the bids on a real time basis. At the end of each day of the bidding period the demand shall be
shown graphically on the terminals for information of the syndicate members as well as the investors.

(f) At the time of registering each Bid, the members of the Syndicate shall enter the following details of the
investor in the on-line system:
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(2

(h)

(1)
W)

(k)

M

e Name of the Bidder (Bidder should ensure that the name given in the Bid-cum-Application form is exactly
the same as the name in which the Depository Account is held. In case the Bid-cum-Application Form is
submitted in joint names, investors should ensure that the Depository Account is also held in the same joint
names and are in the same sequence in which they appear in the Bid-cum-Application Form.);

e Investor Category —Individual, Corporate, QIB, Eligible NRI, FVCI, FII & sub-account registered with

SEBI (other than a sub-account which is a foreign corporate or foreign individual) or Mutual Fund, etc.;

Numbers of Equity Shares bid for;

Bid price.

Bid-cum-Application Form number.

Cheque Amount;

Cheque Number;

Bid amount paid upon submission of Bid-cum-Application Form.

Depository Participant Identification No. and Client Identification No. of the Demat Account of the Bidder.

PAN

With respect to ASBA Bids, at the time of registering each Bid, the Designated Branches of the SCSBs shall
enter the following information pertaining to the Bidder into the online system:
Name of the Bidder(s);

Application Number;

PAN (of First Bidder, in case of more than one Bidder);

Investor Category and Sub-Category:

DP ID and client identification number;

Beneficiary account number of Equity Shares Bid for;

Quantity;

Bid Account;

Bank Account Number;

Cheque Amount; and

Cheque Number.

A system generated TRS will be given to the Bidder as a proof of the registration of each of the bidding options.
It is the Bidder’s responsibility to obtain the TRS from the members of the Syndicate or the Designated
Branches of the SCSBs. The registration of the Bid by the member of the Syndicate or the Designated
Branches of the SCSBs does not guarantee that the Equity Shares shall be allocated either by the members of
the Syndicate or our Company.

Such TRS will be non-negotiable and by itself will not create any obligation of any kind.

In case of QIB Bidders, only the BRLM and their Affiliate Syndicate Members have the right to accept the Bid
or reject the Bid. However, such rejection should be made at the time of receiving the Bid and only after
assigning a reason for such rejection in writing. In case of Non-Institutional Bidders and Retail Individual
Bidders, Bids would not be rejected except on the technical grounds listed in this Red Herring Prospectus. The
Members of the Syndicate may also reject Bids if all the information required is not provided and the Bid cum
Application Form is incomplete in any respect. The SCSBs shall not have the right to reject Bids, except on
technical grounds.

It is to be distinctly understood that the permission given by BSE to use their network and software of the online
IPO system should not in any way be deemed or construed to mean that the compliance with various statutory
and other requirements by the Company , BRLM are cleared or approved by BSE; nor does it in any manner
warrant, certify or endorse the correctness or completeness of any of the compliance with the statutory and other
requirements nor does it take any responsibility for the financial or other soundness of the Company, its
Promoters, its management or any scheme or project of the Company.

It is also to be distinctly understood that the approval given by BSE for the use of their online IPO system
should not in any way be deemed or construed that the Red Herring Prospectus has been cleared or approved by
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the BSE; nor does it in any manner warrant, certify or endorse the correctness or completeness of any of the
contents of the Red Herring Prospectus; nor does it warrant that the Equity Shares will be listed or will continue
to be listed on the BSE.

(m) Only Bids that are uploaded on the online IPO system of the Stock Exchanges shall be considered for

allocation/ Allotment. Members of the Syndicate will be given up to one day after the Bid/Issue Closing Date to
verify the information uploaded in the online IPO system during the Bid/Issue Period after which the date will
be sent to the Registrar for reconciliation and Allotment of Equity Shares. In case of any discrepancy of data
between the BSE and the Members of the Syndicate or the Designated Branches of the SCSBs, the decision of
our Company, in consultation with the BRLM and the Registrar, based on the physical records of Bid Cum
Application Forms shall be final and binding on all concerned. If the Syndicate Member finds any discrepancy
in the DP name, DP Id and the Client Id, the Syndicate Member will correct the same and send the data to the
Registrar for reconciliation and Allotment of Equity Shares.

Build Up of the Book and Revision of Bids

(a)

(b)

(©

(d)

(e)

&)

(@

Bids registered by various Bidders through the members of the Syndicate and the SCSBs shall be electronically
transmitted to the BSE mainframe on a regular basis. Pursuant to Item 12(g) of Part A of Schedule XI to the
SEBI Regulations, the bidding terminals shall contain an online graphical display of demand and Bid prices
updated at periodic intervals not exceeding 30 minutes.

The book gets build up at various price levels. This information will be available with the BRLM on a regular
basis.

During the Bidding/Issue Period, any Bidder who has registered his or her interest in the Equity Shares at a
particular price level is free to revise his or her Bid within the price band using the printed Revision Form,
which is a part of the Bid-cum-Application Form.

Revisions can be made in both the desired number of Equity Shares and the Bid Amount by using the Revision
Form. Apart, from mentioning the revised options in the revision form, the Bidder must also mention the details
of all the options in the Bid-cum-Application Form or earlier Revision Form. For example, if a Bidder has Bid
for three (3) options in the Bid-cum-Application Form and such Bidder is changing only one of the options in
the Revision Form, he must still complete all the details of the other two options that are not being changed in
the Revision Form. The members of the Syndicate and the Designated Branches of the SCSBs will not accept
incomplete or inaccurate Revision Forms.

The Bidder can make this revision any number of times during the Bidding/Issue Period. However, for any
revision(s) in the Bid, the Bidders will have to use the services of the same member of the Syndicate or the
SCSBs through whom the original Bid was placed. Bidders are advised to retain copies of the blank Revision
Forms and the revised Bid must be made only in such Revision Form or copies thereof.

In case of an upward revision in the Price Band announced as above, Retail Individual Bidders who had Bid at
Cut-off Price could either (i) revise their Bid or (ii) shall make additional payment based on the cap of the
revised Price Band (such that the total amount i.e., original Bid Amount plus additional payment does not
exceed ¥ 2,00,000 if the Bidder wants to continue to Bid at Cut-off Price), with the Syndicate to whom the
original Bid was submitted. In case the total amount (i.e., original Bid Amount plus additional payment)
exceeds T 2,00,000, the Bid will be considered for allocation under the Non-Institutional Portion in terms of this
Red Herring Prospectus. If, however, the Bidder does not either revise the Bid or make additional payment and
the Issue Price is higher than the cap of the Price Band prior to revision, the number of Equity Shares Bid for
shall be adjusted downwards for the purpose of allocation, such that no additional payment would be required
from the Bidder and the Bidder is deemed to have approved such revised Bid at Cut-off Price.

In case of a downward revision in the Price Band, announced as above, Retail Individual Bidders, who have Bid

at Cut-off Price could either revise their Bid or the excess amount paid at the time of bidding would be refunded
from the Refund Account.
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(h)

(i)

W)

(k)

M

Our Company, in consultation with the BRLM, shall decide the minimum number of Equity Shares for each Bid
to ensure that the minimum application value is within the range of ¥ 5,000 to ¥7,000.

Any revision of the Bid shall be accompanied by payment in the form of cheque or demand draft for the
incremental amount, if any, to be paid on account of the upward revision of the Bid. With respect to the ASBA
Bids, if revision of the Bids results in an incremental amount, the relevant SCSB shall block the additional Bid
Amount. In case of Bids, other than ASBA Bids, the Syndicate shall collect the payment in the form of cheque
or demand draft if any, to be paid on account of the upward revision of the Bid at the time of one or more
revisions by the QIB Bidders. In such cases, the Syndicate will revise the earlier Bids details with the revised
Bid and provide the cheque or demand draft number of the new payment instrument in the electronic book. The
Registrar will reconcile the Bid data and consider the revised Bid data for preparing the Basis of Allotment.

When a Bidder revises his or her Bid, he or she shall surrender the earlier TRS and get a revised TRS from the
members of the Syndicate or the SCSB, as applicable. It is the responsibility of the Bidder to request for
and obtain the revised TRS, which will act as proof of his or her having revised the previous Bid.

Only Bids that are uploaded on the online IPO system of the BSE shall be considered for allocation. In the event
of a discrepancy of data between the Bids registered on the online IPO system and the physical Bid-cum-
Application Form, the decision of our Company, in consultation with the BRLM and the Designated Stock
Exchange, based on the physical records of Bid-cum-Application Forms, shall be final and binding on all
concerned.

Under the SEBI (ICDR) Regulations, QIBs are not allowed to withdraw their Bid after the Bid/Issue Closing
Date.

Price Discovery and Allocation

(a)

(b)

(©

(d)

(e)

Q)

After the Bid/Issue Closing Date, the BRLM shall analyze the demand generated at various price levels and
discuss pricing strategy with our Company.

Our Company, in consultation with the BRLM, shall finalize the Issue Price and the number of Equity Shares to
be allocated in each investor category.

The allocation to QIBs will be upto 50% of the Issue, on a proportionate basis and the availability for allocation
to Non-Institutional and Retail Individual Bidders will be not less than 15% and 35% of the Issue, respectively,
on a proportionate basis, in a manner specified in the SEBI (ICDR) Regulations and this Red Herring
Prospectus, in consultation with the Designated Stock Exchange, subject to valid Bids being received at or
above the Issue Price.

In case of over-subscription in all categories, upto 50% of the Issue shall be available for allocation on a
proportionate basis to QIBs, out of which 5% shall be reserved for Mutual Funds. Mutual Funds participating in
the 5% share in the QIB Portion will also be eligible for allocation in the remaining QIB Portion. However, if
the aggregate demand by Mutual Funds is less than 5% of the QIB Portion, the balance Equity Shares from the
portion specifically available for allocation in the Mutual Funds Portion will first be added to the QIB Portion
and be allocated proportionately to the QIBs in proportion to their Bids.

Under subscription, if any, in QIBs, Non-Institutional and Retail categories would be allowed to be met with
spill over from any of the other categories at the discretion of our Company and the BRLM. However, if the
aggregate demand by Mutual Funds is less than [e] Equity Shares, the balance Equity Shares from the portion
specifically available for allocation to Mutual Funds in the QIB Portion will first be added to the QIB Portion
and be allocated proportionately to the QIB Bidders in proportion to their Bids.

Allocation to NRI’s, FIIs, Foreign Venture Capital Funds registered with SEBI applying on repatriation basis

will be subject to the terms and conditions stipulated by the FIPB and RBI while granting permission for
Issue/Allocation of Equity Shares to them.
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(g) The BRLM, in consultation with us, shall notify the Syndicate Members of the Issue Price and allocations to
their respective Bidders, where the full Bid Amount has not been collected from the Bidders.

(h) Our Company in consultation with the BRLM, reserves the right to cancel the Issue any time after the Bid/Issue
Opening Date but before allocation, without assigning reasons whatsoever.

(i) The allotment details shall be uploaded on the website of the Registrar to the Issue.
Signing of Underwriting Agreement and ROC Filing

a. Our Company, the BRLM, and the Syndicate Members shall enter into an Underwriting Agreement on
finalization of the Issue Price and allocation(s) to the Bidders.

b. After signing the Underwriting Agreement, we will update and file the updated RHP with RoC, which then
would be termed ‘Prospectus’. The Prospectus would have details of the Issue Price, Issue Size, underwriting
arrangements and would be complete in all material respects.

Filing of the Prospectus with ROC

A copy of the Red Herring Prospectus, along with the documents required to be filed under Section 60B of the
Companies Act, would be delivered for registration to the RoC. A copy of the Prospectus required to be filed under
Section 60 of the Companies Act would be delivered for registration to the RoC.

We will ensure that all the legal requirements applicable till the filing of the Prospectus with RoC are complied with.
Announcement of Pre-Issue Advertisement

Subject to Section 66 of the Companies Act, our Company shall, after receiving final observations, if any, on the
Draft Red Herring Prospectus from SEBI and registering the Red Herring Prospectus with RoC, publish a pre-Issue
advertisement, in the form prescribed by the SEBI Regulations, in two (2) widely circulated national newspapers,
one (1) each in English and Hindi and a regional newspaper with wide circulation.

Advertisement regarding Issue Price and Prospectus

A statutory advertisement will be issued by our Company after the filing of the Prospectus with the RoC. This
advertisement, in addition to the information that is required to be set out in the statutory advertisement, shall
indicate the Issue Price. Any material updates between the date of the Red Herring Prospectus and the Prospectus
shall be included in such advertisement.

Issuance of Intimation Note and Confirmation of Allocation/Allotment Note to bidders, other than QIBs

The Registrar to the Issue shall send Confirmation of Allocation Note/Allotment Advice-cum- Refund Orders to all
the Bidders intimating the number of shares allotted and the amount refunded.

Issuance of Confirmation of Allocation Note (‘CAN”)

a) Upon approval of the basis of Allotment by the Designated Stock Exchange, the BRLM or the Registrar to the
Issue shall send to the members of the Syndicate a list of their Bidders who have been allocated Equity Shares
in the Issue. The approval of the basis of allocation by the Designated Stock Exchange for QIB Bidders may be
done simultaneously with or prior to the approval of the basis of allocation for the Retail Individual Bidders and
Non- Institutional Bidders. However, the investor should note that our Company shall ensure that the
instructions for credit of the Equity Shares to all investors in this Issue shall be given on the same date of
Allotment.
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b)

<)

The Registrar will then send a CAN to the Bidders who have been allocated Equity Shares in the Issue. The
dispatch of a CAN shall be deemed a valid, binding and irrevocable contract for the Bidder to pay the entire
Issue Price for all the Equity Shares allocated to such Bidder.

The issue of a CAN shall be deemed a valid, binding and irrevocable contract for the Allotment of Equity
Shares to such Bidder.

Designated Date and Allotment of Equity Shares

a)

b)

Our Company will ensure that (i) the Allotment of Equity Shares; and (ii) credit to the successful Bidder’s
depository account will be completed within twelve (12) Working Days of the Bid/Issue Closing Date.

As per the SEBI (ICDR) Regulations, Allotment of the Equity Shares will be only in dematerialized form to the
allottees. Allottees will have the option to re-materialize the Equity Shares, if they so desire, as per the
provisions of the Companies Act and the Depositories Act.

Investors are advised to instruct their Depository Participant to accept the Equity Shares that may be
allocated to them pursuant to this Issue.

GENERAL INSTRUCTIONS:

Do’s:

(a)

(b)
(©)
(d)

(©
®

(2

(h)

(i)

W)

(k)
M

Check if you are eligible to apply having regard to applicable law, rules, regulations, guidelines and approvals
and the terms of the Red Herring Prospectus;

Ensure that your Bid is within the Price Band;
Read all the instructions carefully and complete the Bid-cum-Application Form;

Ensure that the details about Depository Participant and beneficiary account are correct as Equity Shares will be
allotted in the dematerialized form only;

Ensure that the Demographic Details (as defined herein below) are updated, true and correct in all respects.
Ensure that the Bids are submitted at the bidding centers only on forms bearing the stamp of a member of the
Syndicate or with respect to ASBA Bidders, ensure that your Bid is submitted at a Designated Branch of the
SCSB where the ASBA Bidder or the person whose bank account will be utilised by the Bidder for bidding has
a bank account;

With respect to ASBA Bids ensure that the ASBA Bid cum Application Form is signed by the account holder in
case the applicant is not the account holder. Ensure that you have mentioned the correct bank account number in
the ASBA Bid cum Application Form;

Ensure that you have been given a TRS for all your Bid options;

Ensure that you have funds equal to the Bid Amount in your bank account maintained with the SCSB before
submitting the ASBA Bid cum Application Form to the respective Designated Branch of the SCSB;

Ensure that the full Bid Amount is paid for the Bids subsmitted to the Syndicate and funds equivalent to the Bid
Amount are blocked in case of any Bids submitted throught the SCSBs.

Instruct your respective banks to not release the funds blocked in the bank account under the ASBA process;

Submit Revised Bids to the same member of the Syndicate through whom the original Bid was placed and
obtain a revised TRS;
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(m) Each of the Bidders should mention their Permanent Account Number (PAN) allotted under the IT Act in the

(n)

Bid Cum Application Form. (Please refer to the sub-section titled "Permanent Account Number" under this
section);

Ensure that the name(s) given in the Bid-cum-Application Form is exactly the same as the name(s) in which the
beneficiary account is held with the Depository Participant. Where the Bid-cum-Application Form is submitted
in joint names, ensure that the beneficiary account is also held in same joint names and such names are in the
same sequence in which they appear in the Bid-cum-Application Form; and

Don'ts:

(a)
(b)
(©)

(d)

(e)
(0
(2
(h)

(i)
W)

(k)

Do not Bid if you are prohibited from doing so under the law of your local jurisdiction;
Do not Bid for lower than minimum Bid size;

Do not Bid or revise the Bid to less than the lower end of the Price Band or higher than the higher end of the
Price Band;

Do not Bid on another Bid-cum-Application Form after you have submitted a Bid to the members of the
Syndicate or the SCSBs, as applicable;

Do not pay Bid amount in cash, through stock invest, by money order or by postal order;

Do not provide your GIR number instead of PAN number;

Do not Bid at cut off price, in case of Bid by QIB Bidders, Non-Institutional Bidders;

Do not complete the Bid-cum-Application Form such that the number of Equity Shares Bid for exceeds the
Issue size and/or investment limit or maximum number of Equity Shares that can be held under the applicable
laws or regulations or maximum amount permissible under the applicable regulations or under the terms of this
Red Herring Prospectus;

Do not bid at Bid Amount exceeding ¥ 2,00,000, in the case of a Bid by a Retail Individual Bidder;

Do not send Bid-cum-Application Forms by post; instead submit the same to a member of the Syndicate or the
Designated Branch of SCSBs only;

Do not submit the Bid without the BID Amount.

Instructions for completing the Bid cum Application Form

Bidders can obtain Bid-cum-Application Forms and / or Revision Forms from our Registered Office / Corporate
Office, or from the Syndicate Members or from the BRLM.

Bids and Revisions of Bids

Bids and revisions of Bids must be:

(a)
(b)

Made only in the prescribed Bid-cum-Application Form or Revision Form, as applicable.

Completed in full, in BLOCK LETTERS in ENGLISH and in accordance with the instructions contained
herein, in the Bid-cum-Application Form or in the Revision Form. Incomplete Bid-cum-Application Forms or
Revision Forms are liable to be rejected. Bidders should note that the Syndicate and /or the SCSBs, as
appropriate, will not be liable for errors in data entry due to incomplete or illegible Bid cum Application Forms
or Revision Forms.
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(c) The Bids from the Retail Individual Bidders must be for a minimum of [e] Equity Shares and in multiples of [e]
thereafter subject to a maximum Bid Amount of ¥ 2, 00,000.

(d) For non institutional and QIB Bidders, Bids must be for a minimum of such number of Equity Shares that the
Bid amount exceeds I 2,00,000 and in multiples of [¢] Equity Shares thereafter. Bids cannot be made for more
than the size of the Issue. Bidders are advised to ensure that a single bid from them should not exceed the
investment limits or maximum number of Equity Shares that can be held by them under applicable laws or
regulations.

(e) In single name or in joint names (not more than three, and in the same order as their Depository Participant
details).

(f) Thumb impressions and signatures other than in the languages specified in the Eighth Schedule in the
Constitution of India must be attested by a Magistrate or a Notary Public or a Special Executive Magistrate
under official seal.

Bidder's PAN, Depository Account and Bank Account Details

Bidders should note that on the basis of PAN of the Bidders, the name of the Bidders, Depository Participant's
name, Depository Participant-identification number and beneficiary account number provided by them in the Bid-
cum- Application Form, the Registrar to the Issue will obtain from the Depository, demographic details of the
Bidders such as their address, bank account details for printing on refund orders or giving credit through ECS or
Direct Credit, and occupation (hereinafter referred to as "Demographic Details'). These bank account details
would be used for giving refunds (including through physical refund warrants, direct credit, NECS, NEFT and
RTGS) or unblocking of ASBA Account. Hence, Bidders are advised to immediately update their bank account
details as appearing on the records of the Depository Participant. Please note that failure to do so could result in
delays in despatch/credit of refunds to Bidders or unblocking of ASBA Account at the Bidder’s sole risk and
neither BRLM nor our Company shall have any responsibility or undertake any liability for the same. Hence,
Bidders should carefully fill in their Depository Account details on the Bid-cum- Application Form.

IT IS MANDATORY FOR ALL THE BIDDERS TO RECEIVE THEIR EQUITY SHARES IN
DEMATERIALIZED. ALL BIDDERS SHOULD MENTION THEIR DEPOSITORY PARTICIPANT'S NAME,
DEPOSITORY PARTICIPANT IDENTIFICATION NUMBER AND BENEFICIARY ACCOUNT NUMBER IN
THE BID-CUM-APPLICATION FORM. INVESTORS MUST ENSURE THAT THE NAME GIVEN ON THE
BID-CUM-APPLICATION FORM IS EXACTLY THE SAME AS THE NAME IN WHICH THE DEPOSITORY
ACCOUNT IS HELD. IF THE BID-CUM-APPLICATION FORM IS SUBMITTED IN JOINT NAMES, IT
SHOULD BE ENSURED THAT THE DEPOSITORY ACCOUNT IS ALSO HELD IN THE SAME JOINT
NAMES AND SUCH JOINT NAMES ARE IN THE SAME SEQUENCE IN WHICH THEY APPEAR ON THE
BID-CUM-APPLICATION FORM.

These Demographic Details will be used for all correspondence with the Bidders including mailing of the refund
orders/NECS credit for refunds/direct credit of refund/CANs/allocation advice/NEFT or RTGS for refunds and
printing of Company particulars on the refund order. The Demographic Details given by Bidders in the Bid-cum-
Application Form will not be used for any other purposes by the Registrar to the Issue.

By signing the Bid-cum-Application Form, Bidder would have deemed to authorised the depositories to provide,
upon request, to the Registrar to the Issue, the required Demographic details as available on its records.

Refund Orders / Allocation Advice/ CANs would be mailed at the Bidder as per the Demographic Details
received from the Depositories. Bidders may note that delivery of refund orders / allocation advice / CANs
may get delayed if the same once sent to the address obtained from the depositories are returned undelivered.
In such an event, the address and other details given by the Bidders in the Bid cum Application Form would
be used only to ensure dispatch of refund orders. Please note that any such delay shall be at the Bidders sole
risk. Please note that any such delay shall be at the Bidders sole risk and neither the Company, Escrow
Collection Bank(s) nor the BRLM shall be liable to compensate the Bidder for any losses caused to the Bidder
due to any such delay or liable to pay any interest for such delay.

195



In case no corresponding record is available with the Depositories that matches three parameters, namely, names of
the Bidders (including the order of names of joint holders), the Depository Participant’s identity (DP ID) and the
beneficiary’s identity, then such Bids are liable to be rejected.

Bids by Non-Residents, Eligible NRIs, FIIs and FVClIs registered with SEBI on a repatriation basis
Bids and Revision to Bids must be made:

e  On the Bid-cum-Application Form or Revision Form, as applicable (Blue color form) and completed in full in
BLOCK LETTERS in ENGLISH in accordance with the instructions contained therein.

e In the names of individuals, or in the names of FlIs & sub-account registered with SEBI (other than a sub-
account which is a foreign corporate or foreign individual) or FVCIs and multilateral and bilateral development
financial institutions but not in the names of minors, OCBs, firms or partnerships, foreign nationals (excluding
Eligible NRIs) or their nominees.

e In a single name or joint names (not more than three and in the same order as their Depository Participant
details).

Bids by eligible NRI’s: For a minimum of [e] Equity Shares and in multiples of [e] thereafter subject to a maximum
Bid amount of T 2,00,000 for the Bid to be considered as part of the Retail Portion. Bids for Bid Amount more than
¥ 2,00,000 would be considered under Non Institutional Category for the purposes of allocation. For further details
refer to paragraph titled “Maximum and Minimum Bid Size” beginning on page 183 under this Chapter in the Red
Herring Prospectus.

Bids by FIIs: In multiples of [e] Equity Shares so that the Bid Amount exceeds ¥2,00,000 and in multiples of [e]
Equity Shares thereafter. For further details refer to paragraph titled “Maximum and Minimum Bid Size” beginning
on page 183 under this Chapter in the Red Herring Prospectus.

Refunds, dividends and other distributions, if any, will be payable in Indian Rupees only and net of bank charges
and/or commission. In case of Bidders who remit money through Indian Rupee drafts purchased abroad, such
payments in Indian Rupees will be converted into U.S. Dollars or any other freely convertible currency as may be
permitted by the RBI at the rate of exchange prevailing at the time of remittance and will be dispatched by registered
post/speed post or if the Bidders so desire, will be credited to their NRE accounts, details of which should be
furnished in the space provided for this purpose in the Bid-cum-Application Form. We will not be responsible for
loss, if any, incurred by the Bidder on account of conversion of foreign currency.

It is to be distinctly understood that there is no reservation for Non Residents, Eligible NRI’s, FIIs and
Foreign Venture Capital Funds and all Non Residents, and all such Bidders will be treated on the same basis
with other categories for the purpose of allocation.

Bids under Power of Attorney

In case of bids made pursuant to a power of attorney or by limited companies, corporate bodies, registered Societies,
a certified copy of the Power of Attorney or the relevant resolution or authority, as the case may be, along with a
certified copy of the Memorandum and Article of Association and/or Bye Laws must be lodged along with the Bid
cum Application Form. Failing this, the Company reserves the right to accept or reject any bid in whole or in part, in
either case, without assigning any reason thereof.

In case of Bids made pursuant to a Power of Attorney by FlIs, a certified copy of the power of attorney or the
relevant resolution or authority, as the case may be, along with a certified copy of their SEBI registration certificate
must be submitted with the Bid-cum-Application Form. Failing this, the Company reserves the right to accept or
reject any Bid in whole or in part, in either case without assigning any reason thereof.
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Bids by Mutual Funds, VCFs and FVClIs

In the case of Bids made by Mutual Funds, VCFs and FVCIs, a certified copy of their SEBI registration certificate
must be submitted with the Bid-cum-Application Form. Failing this, our Company reserves the right to accept or
reject any Bid in whole or in part, in either case, without assigning any reason thereof.

In case of Bids made by mutual fund registered with SEBI, Venture Capital Fund registered with SEBI and Foreign
Venture Capital investor registered with SEBI, a certified copy of their SEBI registration certificate must be
submitted with the Bid cum Application Form. Failing this, our Company reserves the right to accept or reject any
Bid in whole or in part.

Bids by Insurance Companies

In case of Bids made by insurance companies registered with Insurance Regulatory and Development Authority, a
certified copy of the certificate of registration issued by Insurance Regulatory and Development Authority must be
submitted with the Bid-cum-Application Form. Failing this, the Company reserves the right to accept or reject any
Bid in whole or in part, in either case without assigning any reason thereof.

Bids by Provident Funds and Pension Funds

In the case of Bids made by provident funds, subject to applicable law, with a minimum corpus of ¥ 2500 Lacs and
pension funds with a minimum corpus of ¥ 2500 Lacs, a certified copy of a certificate from a chartered accountant
certifying the corpus of the provident fund/pension fund must be lodged along with the Bid-cum-Application Form.
Failing this, our Company reserves the right to accept or reject any Bid in whole or in part, in either case, without
assigning any reason thereof.

Our Company, in its absolute discretion, reserves the right to relax the above condition of simultaneous lodging of
the power of attorney along with the Bid-cum-Application Form, subject to such terms and conditions that our
Company and the BRLM may deem fit.

Our Company, in its absolute discretion, reserve the right to permit the holder of the power of attorney to request the
Registrar to the Issue that, for the purpose of printing particulars on the refund order and mailing of the refund
order/CANs/allocation advice, the Demographic Details given on the Bid-cum-Application Form should be used
(and not those obtained from the Depository of the Bidder). In such cases, the Registrar to the Issue shall use
Demographic Details as given on the Bid-cum- Application Form instead of those obtained from the Depositories.

Payment Instructions
Escrow Mechanism for Bidders other than ASBA Bidders

Our Company and the Syndicate shall open Escrow Account(s) with one (1) or more Escrow Collection Banks in
whose favour the Bidders shall make out the cheque or demand draft in respect of his or her Bid and /or revision of
the Bid. Cheques or demand drafts received for the full Bid Amount from Bidders would be deposited in the Escrow
Account.

The Escrow Collection Banks will act in terms of the Red Herring Prospectus and the Escrow Agreement. The
Escrow Collection Banks for and on behalf of the Bidders shall maintain the monies in the Escrow Account until the
Designated Date. The Escrow Collection Banks shall not exercise any lien whatsoever over the monies deposited
therein and shall hold the monies therein in trust for the Bidders. On the Designated Date, the Escrow Collection
Banks shall transfer the funds represented by allocation of Equity Shares (other than ASBA funds with the SCSBs)
from the Escrow Account, as per the terms of the Escrow Agreement, into the Public Issue Account with the
Bankers to the Issue. The balance amount after transfer to the Public Issue Account shall be transferred to the
Refund Account. Payments of refund to the Bidders shall also be made from the Refund Account as per the terms of
the Escrow Agreement and the Red Herring Prospectus.
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The Bidders should note that the escrow mechanism is not prescribed by SEBI and has been established as an
arrangement between our Company, the Syndicate, the Escrow Collection Banks and the Registrar to facilitate
collections from the Bidders.

Payment mechanism for ASBA Bidders

The ASBA Bidders shall specify the bank account number in the ASBA Bid cum Application Form and the SCSBs
shall block an amount equivalent to the Bid Amount in the bank account specified in the ASBA Bid cum
Application Form. The SCSBs shall keep the Bid Amount in the relevant bank account blocked until withdrawal/
rejection of the ASBA Bid or receipt of instructions from the Registrar to unblock the Bid Amount. In the event of
withdrawal or rejection of the ASBA Bid cum Application Form or for unsuccessful ASBA Bid cum Application
Forms, the Registrar shall give instructions to the SCSBs to unblock the application money in the relevant bank
account within one day of receipt of such instruction. The Bid Amount shall remain blocked in the ASBA Account
until finalization of the Basis of Allotment in the Issue and consequent transfer of the Bid Amount to the Public
Issue Account, or until withdrawal/ failure of the Issue or until rejection of the ASBA Bid, as the case may be.

Payment into Escrow Accounts for Bidders other than ASBA Bidders

Each Bidder shall draw a cheque or demand draft or remit the funds electronically through the RTGS mechanism for
the amount payable on the Bid and/or on allocation/Allotment as per the following terms:

1. The applicable Amount for Non Institutional Bidders/Retail Individual Bidders as well as QIB bidders is 100%
and while submitting the Bid cum Application Form, shall be drawn as a payment instrument for the Bid
Amount in favour of the Escrow Account and submitted to the members of the Syndicate.

2. In case the above Amount paid by the Bidders during the Bidding Period is less than the Issue Price multiplied
by the Equity Shares allocated to the Bidder, the balance amount shall be paid by the Bidders into the Escrow
Account of our Company within the period specified in the Intimation Note/CAN which shall be subject to a
minimum period of two days from the date of communication of the allocation list to the members of the
Syndicate by the BRLM.

3. The payment instruments for payment into the Escrow Account of our Company should be drawn in favour of:

. In case of Resident Bidders Escrow Acco