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SECTION I: GENERAL
DEFINITIONS AND ABBREVIATIONS

This Draft Red Herring Prospectus uses certain definitions and abbreviations which, unless the context
otherwise indicates or implies or it is specified otherwise, shall have the meaning as provided below. References
to any legislation, act, regulation, rules, guidelines or policies shall be to such legislation, act, regulation, rules,
guidelines or policies as amended, supplemented, or re-enacted from time to time and any reference to a
statutory provision shall include any subordinate legislation made under that provision.

The words and expressions used in this Draft Red Herring Prospectus, but not defined herein shall have the
same meaning ascribed to such terms under the SEBI Regulations, the Companies Act, the SCRA, the
Depositories Act, and the rules and regulations made thereunder.

Notwithstanding the foregoing, the terms not defined but used in the sections entitled “Statement of Tax
Benefits”, “Financial Statements”, “Outstanding Litigation and Material Developments” and “Main
Provisions of Articles of Association” on pages 78, 171, 231and 309, respectively, shall have the meanings

ascribed to such terms in these respective sections.

General Terms

Term

Description

“our  Company”,  “the
Company”, “the Issuer” or

“G N A”

G N A Axles Limited, a company incorporated under the Companies Act, 1956
and having its registered office at GNA House, 1-C, Chhoti Baradari - Part Il,
Garha Road, Opposite Medical College, Jalandhar 144 001

Subsidiary GNA Axles Inc., a subsidiary of our Company. For details of GNA Axles Inc.,
please see the section entitled “Our Subsidiary” on page 136
“we”, “us” or “our” Unless the context otherwise indicates or implies, refers to our Company

together with its Subsidiary

Company Related Terms

Term

Description

Articles of  Association/
AO0A

Acrticles of Association of our Company

Auditors/ Statutory Auditors

The statutory auditors of our Company being, M/s G.S. Syal & Co., Chartered
Accountants

Board/ Board of Directors

Board of directors of our Company (including a duly constituted committee
thereof), unless otherwise specified

Corporate Office

Corporate office of our Company situated at VPO Mehtiana, Phagwara-
Hoshiarpur Road, District Hoshiarpur 146 001

Director(s)

Director(s) of our Company

Equity Shares

Equity shares of our Company of face value of X 10 each

Group Companies

Such companies as covered under the applicable accounting standards and such
other companies as considered material by the Board.

For details of our Group Companies, please see the section entitled “Our Group
Companies” on page 164

Key Management Personnel

Key management personnel of our Company in terms of the SEBI Regulations
and the Companies Act, 2013 and disclosed in the section entitled “Our
Management” on page 138

MoA/ Memorandum  of
Association

Memorandum of association of our Company

Promoters

Promoters of our Company, namely, Jasvinder Singh Seehra, Ranbir Singh and
Gurdeep Singh. For details, please see the section entitled “Our Promoters and
Promoter Group” on page 160

Promoter Group

Persons and entities constituting the promoter group of our Company in terms of
Regulation 2(1)(zb) of the SEBI Regulations and disclosed in the section
entitled “Our Promoters and Promoter Group” on page 160




Term

Description

Restated Financial

Statements

The financial statements of our Company for the Fiscals 2015, 2014, 2013, 2012
and 2011 prepared in accordance with Indian GAAP and the Companies Act and
restated in accordance with the SEBI Regulations and which have been disclosed
in the section entitled “Financial Statements™ on page 171

Registered Office

Registered office of our Company situated at GNA House, 1-C, Chhoti Baradari
— Part 1, Garha Road, Opposite Medical College, Jalandhar, Punjab 144 001

Registrar
RoC

of Companies/

Registrar of Companies, Chandigarh and Shimla, Punjab and Himachal Pradesh
situated at Corporate Bhavan, Plot No. 4 B, Sector 27 B, Madhya Marg,
Chandigarh 160 019

Shareholders

Shareholders of our Company

Issue Related Terms

Term

Description

Allot/ Allotment/ Allotted

Allotment of the Equity Shares pursuant to the Issue to the successful Bidders

Allottee

A successful Bidder to whom the Equity Shares are Allotted

Allotment Advice

Note or advice or intimation of Allotment sent to the Bidders who have been,
or are to be, Allotted the Equity Shares after the Basis of Allotment has been
approved by the Designated Stock Exchange

Ambit

Ambit Corporate Finance Private Limited

Anchor Investor

A Qualified Institutional Buyer, applying under the Anchor Investor Portion in
accordance with the requirements specified in the SEBI Regulations

Anchor
Period

Investor Bid/Issue

One Working Day prior to the Bid/lssue Opening Date, on which Bids by
Anchor Investors shall be submitted and allocation to Anchor Investors shall
be completed

Anchor Investor Issue Price

Final price at which the Equity Shares shall be Allotted to Anchor Investors in
terms of the Red Herring Prospectus and the Prospectus, which price will be
equal to or higher than the Issue Price but not higher than the Cap Price. The
Anchor Investor Issue Price will be decided by our Company in consultation
with the BRLMSs

Anchor Investor Portion

Up to 60% of the QIB Portion consisting of up to 1,830,000 Equity Shares
which may be allocated by our Company, in consultation with the BRLMs, to
Anchor Investors on a discretionary basis. One-third of the Anchor Investor
Portion shall be reserved for domestic Mutual Funds, subject to valid Bids
being received from domestic Mutual Funds at or above the price at which
allocation is being done to Anchor Investors

Application  Supported
Blocked Amount or ASBA

by

An application, whether physical or electronic, used by Bidders, other than
Anchor Investors, to make a Bid authorising an SCSB to block the Bid
Amount in the ASBA Account. ASBA is mandatory for QIBs (except Anchor
Investors) and Non Institutional Bidders participating in the Issue

ASBA Account An account maintained with an SCSB and specified in the Bid cum
Application Form submitted by ASBA Bidders for blocking the Bid Amount
specified in the Bid cum Application Form

ASBA Bid A Bid made by an ASBA Bidder

ASBA Bidder Bidders (other than Anchor Investors) in the Issue who intend to submit the

Bid through the ASBA process

Banker(s) to the Issue /Escrow
Collection Bank(s)

Banks, which are clearing members and registered with SEBI as bankers to an
issue, and with whom the Escrow Account will be opened, in this case being

[e]

Basis of Allotment

Basis on which Equity Shares will be Allotted to successful Bidders under the
Issue and which is described in the section entitled “Issue Procedure” on page

[e]

Bid

An indication to make an offer during the Bid/lssue Period by a Bidder
pursuant to submission of the Bid cum Application Form, or during the
Anchor Investor Bid/lssue Period by the Anchor Investors, to subscribe to or
purchase the Equity Shares of our Company at a price within the Price Band,
including all revisions and modifications thereto as permitted under the SEBI
Regulations




Term

Description

Bid Amount

Highest value of optional Bids indicated in the Bid cum Application Form and
payable by the Bidder upon submission of the Bid

Bid cum Application Form

Form used by a Bidder, including an ASBA Bidder, to make a Bid and which
will be considered as the application for Allotment in terms of the Red Herring
Prospectus and the Prospectus

Bid/ Issue Closing Date

Except in relation to any Bids received from the Anchor Investors, the date
after which the Syndicate, the Designated Branches and the Registered
Brokers will not accept any Bids. It shall be notified in: all editions of the
English national newspaper Business Standard, all editions of the Hindi
national newspaper Business Standard, and the Punjabi newspaper Rozana
Spokesman, each with wide circulation

Our Company may, in consultation with the BRLMs, consider closing the
Bid/Issue Period for QIBs one Working Day prior to the Bid/lssue Closing
Date in accordance with the SEBI Regulations

Bid/ Issue Opening Date

Except in relation to any Bids received from the Anchor Investors, the date on
which the Syndicate, the Designated Branches and the Registered Brokers
shall start accepting Bids, which shall be notified in: all editions of the English
national newspaper Business Standard, all editions of the Hindi national
newspaper Business Standard, and the Punjabi newspaper Rozana Spokesman,
each with wide circulation

Bid/ Issue Period

Except in relation to Anchor Investors, the period between the Bid/Issue
Opening Date and the Bid/Issue Closing Date, inclusive of both days, during
which prospective Bidders can submit their Bids, including any revisions
thereof

Bid Lot

[e]

Bidder

Any prospective investor who makes a Bid pursuant to the terms of the Red
Herring Prospectus and the Bid cum Application Form and includes an ASBA
Bidder and an Anchor Investor

Book Building Process

Book building process, as provided in Schedule XI of the SEBI Regulations, in
terms of which the Issue is being made

Broker Centres

Broker centres notified by the Stock Exchanges where Bidders can submit the
Bid cum Application Forms to a Registered Broker

The details of such Broker Centres, along with the names and contact details
of the Registered Brokers are available on the websites of the respective Stock
Exchanges

Book Running Lead Managers
or BRLMs

Book running lead managers to the Issue, being PNB Investment Services
Limited and Ambit Corporate Finance Private Limited

CAN/ Confirmation of
Allocation Note

Notice or intimation of allocation of the Equity Shares sent to Anchor
Investors, who have been allocated the Equity Shares in terms of the Red
Herring Prospectus

Cap Price Higher end of the Price Band, in this case being X [e] per Equity Share, above
which the Issue Price will not be finalised and above which no Bids will be
accepted

Client ID Client identification number maintained with one of the Depositories in
relation to demat account

Cut-off Price Issue Price finalised by our Company in consultation with the BRLMs

Only Retail Individual Bidders and the Eligible Employees bidding in the
Employee Reservation Portion are entitled to Bid at the Cut-off Price. QIBs
and Non-Institutional Bidders are not entitled to Bid at the Cut-off Price

Designated Branches

Such branches of the SCSBs which shall collect the Bid cum Application
Forms used by the ASBA Bidders, a list of which is available on the website
of SEBI at http://www.sebi.gov.in or at such other website as may be
prescribed by SEBI from time to time

Designated Date

Date on which funds are transferred by the Escrow Collection Bank(s) from



http://www.sebi.gov.in/

Term

Description

the Escrow Account or the amounts blocked by the SCSBs are transferred
from the ASBA Accounts, as the case may be, to the Public Issue Account or
the Refund Account, as appropriate, after the Prospectus is filed with the RoC,
following which the Board may Allot Equity Shares to successful
Bidders/Applicants in the Issue

Designated Stock Exchange

[e]

Draft Red Herring Prospectus/
the DRHP

This Draft Red Herring Prospectus dated September 26, 2015 issued in
accordance with the SEBI Regulations, which does not contain complete
particulars of the price at which the Equity Shares will be Allotted and the size
of the Issue, including any addendum, corrigendum or supplement to it

Eligible Employee

All or any of the permanent and full time employees of our Company as of the
date of filing of the Red Herring Prospectus with the RoC and who continues
to be an employee of our Company, until the submission of the Bid cum
Application Form and is working in India or abroad as on the date of
submission of the Bid cum Application Form

The maximum Bid Amount under the Employee Reservation Portion by an
Eligible Employee shall not exceed X 200,000

Eligible FPIs FPIs from those jurisdictions outside India where it is not unlawful to make an
offer/invitation under the Issue and in relation to whom the Red Herring
Prospectus constitutes an invitation to purchase the Equity Shares offered
thereby

Eligible NRI(s) NRI(s) from jurisdictions outside India where it is not unlawful to make an

offer or invitation under the Issue and in relation to whom the Bid cum
Application Form and the Red Herring Prospectus will constitute an invitation
to purchase the Equity Shares

Employee Reservation Portion

The portion of the Issue being up to 200,000 Equity Shares aggregating up to X
[®] million available for allocation to Eligible Employees, on a proportionate
basis

Engagement Letters

Engagement Letters dated February 25, 2015 and August 18, 2015 signed by
our Company and PNBISL and Ambit, respectively

Escrow Account

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

Escrow Agreement

The agreement dated [e] to be entered into by our Company, the Registrar to
the Issue, the BRLMs, the Syndicate Members, the Escrow Collection Bank(s)
and the Refund Bank(s) for collection of the Bid Amounts and, where
applicable, refunds of the amounts collected from the Bidders (excluding the
ASBA Bidders)

First Bidder

Bidder whose name shall be mentioned in the Bid cum Application Form or
the Revision Form and in case of joint Bids, whose name shall also appear as
the first holder of the beneficiary account held in joint names

Floor Price

Lower end of the Price Band, subject to any revision thereto, in this case being
X [e], at or above which the Issue Price and the Anchor Investor Issue Price
will be finalised and below which no Bids will be accepted

General Information

Document / GID

General Information Document notified in accordance with the SEBI circular
number CIR/CFD/DIL/12/2013 dated October 23, 2013

Issue

Public issue of up to 6,300,000 Equity Shares of face value of X 10 each for
cash at a price of X [e] each, aggregating up to X [e] million

The Issue comprises of Net Issue and Employee Reservation Portion

Issue Agreement

Agreement dated September 24, 2015 between our Company and the BRLMs,
pursuant to which certain arrangements are agreed to in relation to the Issue

Issue Price

Final price at which Equity Shares will be Allotted in terms of the Red Herring
Prospectus.

Issue Price will be decided by our Company in consultation with the BRLMs
on the Pricing Date




Term

Description

Issue Proceeds

Proceeds of the Issue that will be available to our Company

Maximum RII Allottees

Maximum number of RIls who can be allotted the minimum Bid Lot. This is
computed by dividing the total number of Equity Shares available for
Allotment to RIIs by the minimum Bid Lot

Mutual Fund Portion

5% of the QIB Portion (excluding the Anchor Investor Portion), or 61,000
Equity Shares which shall be available for allocation to Mutual Funds only

Mutual Funds

Mutual funds registered with SEBI under the Securities and Exchange Board
of India (Mutual Funds) Regulations, 1996

Net Issue

The Issue less the Employee Reservation Portion being up to 6,100,000 Equity
Shares aggregating up to X [e] million

Net Proceeds

Issue Proceeds less the Issue expenses. For further details regarding use of the
Net Proceeds and the Issue expenses, please see the section entitled “Objects
of the Issue” on page [@]

Non-Institutional Bidders

All Bidders that are not QIBs or Retail Individual Bidders or Eligible
Employees Bidding in the Employee Reservation Portion and who have Bid
for Equity Shares for an amount exceeding 200,000 (but not including NRIs,
other than Eligible NRIs)

Non-Institutional Portion

Portion of the Issue being not less than 15% of the Net Issue consisting of not
less than 915,000 Equity Shares which shall be available for allocation on a
proportionate basis to Non-Institutional Bidders, subject to valid Bids being
received at or above the Issue Price

Non-Resident/ Non-Resident
Indian

An individual resident outside India who is a citizen of India or an “Overseas
Citizen of India” cardholder within the meaning of Section 7(A) of the
Citizenship Act, 1955 and includes NRIs, Flls, FVCls and FPIs

PNBISL

PNB Investment Services Limited

Price Band

Price band of a minimum price of X [e] per Equity Share (Floor Price) and a
maximum price of X [e] per Equity Share (Cap Price) including any revisions
thereof

Price Band and the minimum Bid Lot size for the Issue will be decided by our
Company in consultation with the BRLMs and will be advertised, at least five
Working Days prior to the Bid/lssue Opening Date, in: all editions of the
English national newspaper Business Standard, all editions of the Hindi
national newspaper Business Standard, and the Punjabi newspaper Rozana
Spokesman, each with wide circulation

Pricing Date

Date on which our Company, in consultation with the BRLMs, will finalise the
Issue Price

Prospectus

Prospectus to be filed with the RoC after the Pricing Date in accordance with
Section 26 of the Companies Act, 2013, and the SEBI Regulations containing,
inter alia, the Issue Price that is determined at the end of the Book Building
Process, the size of the Issue and certain other information

Public Issue Account

Account opened with the Bankers to the Issue to receive monies from the
Escrow Account(s) and the ASBA Accounts on the Designated Date

QIB Portion

The portion of the Net Issue (including the Anchor Investor Portion)
amounting to not more than 50% of the Net Issue consisting of not more than
3,050,000 Equity Shares which shall be available for allocation to QIBs
(including Anchor Investors)

Qualified Institutional Buyers
or QIBs / QIB Bidder

Qualified institutional buyers as defined under Regulation 2(1)(zd) of the
SEBI Regulations

Red Herring Prospectus

The red herring prospectus to be issued in accordance with Section 32 of the
Companies Act, 2013 and the provisions of the SEBI Regulations, which will
not have complete particulars of the Issue Price at which the Equity Shares
will be offered and the size of the Issue

The red herring prospectus will be registered with the RoC at least three days
before the Bid/lssue Opening Date

Refund Account(s)

Account opened with the Refund Bank(s), from which refunds, if any, of the
whole or part of the Bid Amount (excluding refund to ASBA Bidders) shall be
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Term

Description

made

Refund Bank(s)

[e]

Refunds through electronic
transfer of funds

Refunds through NECS, direct credit, RTGS or NEFT, as applicable

Registered Brokers

Stock brokers registered with the stock exchanges having nationwide
terminals, other than the Members of the Syndicate

Registrar to the Issue or

Registrar

Link Intime India Private Limited

Registrar Agreement

The agreement dated September 16, 2015 entered into between our Company
and the Registrar to the Issue, in relation to the responsibilities and obligations
of the Registrar to the Issue pertaining to the Issue

Retail Individual Investors /
Retail Individual Bidders/ Rlls

Individual Bidders, other than Eligible Employees bidding in the Employee
Reservation Portion, who have Bid for the Equity Shares for an amount not
more than 200,000 in any of the bidding options in the Net Issue (including
HUFs applying through their Karta and Eligible NRIs and does not include
NRIs other than Eligible NRIs)

Retail Portion

Portion of the Net Issue being not less than 35% of the Net Issue consisting of
not less than 2,135,000 Equity Shares which shall be available for allocation to
Retail Individual Investor(s)

Revision Form

Form used by Bidders, including ASBA Bidders, to modify the quantity of the
Equity Shares or the Bid Amount in any of their Bid cum Application Forms
or any previous Revision Form(s).

QIB Bidders and Non-Institutional Bidders are not allowed to lower their Bids
(in terms of quantity of Equity Shares or the Bid Amount) at any stage

Self  Certified
Bank(s) or SCSB(s)

Syndicate

Banks registered with SEBI, offering services in relation to ASBA, a list of
which is available on the website of SEBI at http://www.sebi.gov.in

Specified Locations

Bidding centres where the Syndicate shall accept Bid cum Application Forms
from ASBA Bidders, a list of which is available at the website of the SEBI
(www.sebi.gov.in/sebiweb.home/list/5/33/0/0/Recognised-Intermediaries) and
updated from time to time

Syndicate Agreement

The agreement to be entered into between the BRLMs, the Syndicate
Members, the Registrar to the Issue, our Company in relation to collection of
Bids in the Issue (other than Bids directly submitted to the SCSBs under the
ASBA process and Bids submitted to Registered Brokers at the Broker
Centres)

Syndicate Members

Intermediaries registered with SEBI who are permitted to carry out activities
as an underwriter, namely, [o]

Syndicate or Members of the
Syndicate

The BRLMs and the Syndicate Members

TRS or
Registration Slip

Transaction

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

Underwriters

[e]

Underwriting Agreement

The agreement dated [®] to be entered into between the Underwriters and our
Company

Working Day

Any day, other than Saturdays and Sundays, on which commercial banks in
New Delhi or Mumbai are open for business, provided however, for the
purpose of the time period between the Bid/Issue Closing Date and listing of
the Equity Shares on the Stock Exchanges, “Working Days” shall mean all
days excluding Sundays and bank holidays in New Delhi or Mumbai in
accordance with the circular no. CIR/CFD/DIL/3/2010 dated April 22, 2010
issued by SEBI

Technical/Industry Related Terms/Abbreviations

Term

Description

BTKM

Freight traffic is generally measured in terms of billion tonne kilometres
(BTKM) which is a product of metric tons and kilometres.

7



http://www/
http://www.sebi/

Term

Description

CRISIL

CRISIL Limited

CRISIL Report

Report titled “Axle Shaft and Spindle Market” dated September 2015 issued
by CRISIL Research, a division of CRISIL Limited

cv Commercial vehicles

GVW Gross vehicle weight

HCV Heavy commercial vehicles that a have gross vehicle weight more than 6.5
tonnes

HDT Heavy duty trucks that have gross vehicle weight more than 12 tonnes

ISO/TS 16949:2009

An 1ISO technical specification aimed at the development of a quality
management system that provides for continual improvement, emphasizing
defect prevention and the reduction of variation and waste in the supply chain

kVA Kilo-Volt Ampere

LCV Light commercial vehicles that have a gross vehicle weight less than 6.5
tonnes

LFO Large fleet operators that have a fleet size of more than 20

LMDT Light and medium duty trucks that have a gross vehicle weight more than 3.5
tonnes and less than 12 tonnes

MAV Multi-axle vehicles

MCV Medium commercial vehicles

MFO Mid size operators that have a fleet size more than five and less than 20

MHCV Medium and heavy commercial vehicles

OEM Original equipment manufacturers

PFCE Private final consumption expenditure

Scv Small commercial vehicles that have a gross vehicle weight of less than 3.5
tons

SFO Small fleet operators that have fleet size less than five

Conventional and General Terms or Abbreviations

Term

Description

AGM

Annual General Meeting

AlF

Alternative Investment Fund as defined in and registered with SEBI under the
Securities and Exchange Board of India (Alternative Investments Funds)
Regulations, 2012

AS / Accounting Standards

Accounting Standards issued by the Institute of Chartered Accountants of
India

BSE BSE Limited

CAGR Compounded Annual Growth Rate

CcCl Competition Commission of India

CDSL Central Depository Services (India) Limited
CENVAT Central Value Added Tax

CESTAT Customs, Excise and Service Tax Appellate Tribunal
CIN Corporate Identity Number

CIT Commissioner of Income Tax

CSR Corporate Social Responsibility

CST Act Central Sales Tax Act, 1956
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Term

Description

Category | Foreign Portfolio

Investors

FPIs who are registered as “Category | foreign portfolio investors” under the
SEBI FPI Regulations

Category 1l Foreign Portfolio

Investors

FPIs who are registered as “Category |l foreign portfolio investors” under the
SEBI FPI Regulations

Category Il Foreign Portfolio

Investors

FPIs who are registered as “Category 1l foreign portfolio investors” under the
SEBI FPI Regulations

Companies Act

Companies Act, 1956 and/or Companies Act, 2013, as applicable

Companies Act, 1956

Companies Act, 1956 (without reference to the provisions thereof that have
ceased to have effect upon notification of the sections of the Companies Act,
2013) along with the relevant rules made thereunder

Companies Act, 2013

Companies Act, 2013, to the extent in force pursuant to the notification of
sections of the Companies Act, 2013, along with the relevant rules made
thereunder

Contract Labour Act

Contract Labour (Regulation and Abolition) Act, 1970

CYy Calendar year

DIN Director Identification Number

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

DP ID Depository Participant Identification

DP / Depository Participant

A depository participant as defined under the Depositories Act

EBITDA

Earnings before interest, tax, depreciation and amortisation

Depositories

NSDL and CDSL

Depositories Act

The Depositories Act, 1996

EGM Extraordinary General Meeting

EPS Earnings Per Share

ESI Act Employees State Insurance Act, 1948

Employees’ Compensation | Employees’ Compensation Act, 1923

Act

Equity Listing Agreement Listing Agreement to be entered into with the Stock Exchanges on which the
Equity Shares of our Company are to be listed

FCNR Account Foreign currency non-resident account

FDI Foreign direct investment

FDI Policy Consolidated Foreign Direct Investment Policy notified by the DIPP under D/o
IPP F. No. 5(1)/2015-FC-1 dated May 12, 2015, effective from May 12, 2015

FEMA Foreign Exchange Management Act, 1999, read with rules and regulations

thereunder

FEMA Regulations

FEMA (Transfer or Issue of Security by a Person Resident Outside India)
Regulations, 2000 and amendments thereto

FlI(s) Foreign institutional investors as defined under the SEBI FP1 Regulations
FPI(s) A foreign portfolio investor as defined under the SEBI FP1 Regulations

FIPB Foreign Investment Promotion Board

Forex Foreign Exchange

FVCI Foreign venture capital investors as defined and registered under the SEBI

FVCI Regulations

Financial Year / Fiscal / FY

Unless stated otherwise, the period of 12 months ending March 31 of that
particular year




Term

Description

GAAR General Anti Avoidance Rules

GDP Gross Domestic Product

GIR General Index Register

Gol or Government Government of India

HUF Hindu Undivided Family

ICAI The Institute of Chartered Accountants of India

IFRS International Financial Reporting Standards

Ind AS Indian Accounting Standards

India Republic of India

Indian GAAP Generally Accepted Accounting Principles in India

IPO Initial Public Offering

IRDAI Insurance Regulatory and Development Authority of India

IST Indian Standard Time

IT Act The Income-tax Act, 1961

MICR Magnetic Ink Character Recognition

MW Act Minimum Wages Act, 1948

Mn Million

Mutual Fund (s) Mutual fund registered under the SEBI (Mutual Funds) Regulations, 1996

N.A./ NA Not Applicable

NAV Net Asset Value

NBFC Non-banking financial company registered with the RBI

NECS National Electronic Clearing Services

NEFT National Electronic Fund Transfer

NR Non-resident

NRE Account Non Resident External Account

NRI An individual resident outside India who is a citizen of India or an “Overseas
Citizen of India” cardholder within the meaning of Section 7(A) of the
Citizenship Act, 1955 and includes NRIs, Flls, FVCls and FPIs

NRO Account Non Resident Ordinary Account

NSDL National Securities Depository Limited

NSE The National Stock Exchange of India Limited

OCB/Overseas Corporate | A company, partnership, society or other corporate body owned directly or

Body indirectly to the extent of at least 60% by NRIs including overseas trusts, in
which not less than 60% of beneficial interest is irrevocably held by NRIs
directly or indirectly and which was in existence on October 3, 2003 and
immediately before such date had taken benefits under the general permission
granted to OCBs under FEMA. OCBs are not allowed to invest in the Issue

p.a. Per annum

P/E Ratio Price/Earnings Ratio

PAN Permanent Account Number

PAT Profit After Tax

Partnership Act

Partnership Act, 1932

RBI

The Reserve Bank of India

RoNW

Return on Net Worth

10




Term Description
%/Rs./Rupees/INR Indian Rupees
RTGS Real Time Gross Settlement
SCRA Securities Contracts (Regulation) Act, 1956
SCRR Securities Contracts (Regulation) Rules, 1957
SEBI The Securities and Exchange Board of India constituted under the Securities
and Exchange Board of India Act, 1992
SEBI Act Securities and Exchange Board of India Act, 1992

SEBI AIF Regulations

Securities and Exchange Board of India (Alternative Investments Funds)
Regulations, 2012

SEBI FIl Regulations

Securities and Exchange Board of India (Foreign Institutional Investors)
Regulations, 1995

SEBI FPI Regulations

Securities and Exchange Board of India (Foreign Portfolio Investors)
Regulations, 2014

SEBI FVCI Regulations

Securities and Exchange Board of India (Foreign Venture Capital Investors)
Regulations, 2000

SEBI Regulations

Securities and Exchange Board of India (Issue of Capital and Disclosure
Requirements) Regulations, 2009

SEBI VCF Regulations

Securities and Exchange Board of India (Venture Capital Fund) Regulations,
1996 as repealed pursuant to the SEBI AlF Regulations

Securities Act

U.S. Securities Act, 1933

SICA Sick Industrial Companies (Special Provisions) Act, 1985
Sq. ft. Square feet
STT Securities Transaction Tax

Stock Exchanges

The BSE and the NSE

Takeover Regulations

Securities and Exchange Board of India (Substantial Acquisition of Shares and
Takeovers) Regulations, 2011

UK United Kingdom

U.S./ USA / United States United States of America

USD/ US$ United States Dollars

VAT Value added tax

VCFs Venture Capital Funds as defined in and registered with SEBI under the SEBI

VCF Regulations
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CERTAIN CONVENTIONS, PRESENTATION OF FINANCIAL, INDUSTRY AND MARKET DATA
Certain Conventions

All references to “India” in this Draft Red Herring Prospectus are to the Republic of India and all references to
the “U.S.”, “USA” or “United States” are to the United States of America.

Unless stated otherwise, all references to page numbers in this Draft Red Herring Prospectus are to the page
numbers of this Draft Red Herring Prospectus.

Financial Data

Unless stated otherwise, the financial information in this Draft Red Herring Prospectus is derived from our
Restated Financial Statements.

In this Draft Red Herring Prospectus, any discrepancies in any table between the total and the sums of the
amounts listed are due to rounding off. All figures in decimals have been rounded off to the second decimal and
all percentage figures have been rounded off to two decimal places.

Our Company’s financial year commences on April 1 and ends on March 31 of the next year. Accordingly, all
references to a particular financial year, unless stated otherwise, are to the 12 month period ended on March 31
of that year.

There are significant differences between Indian GAAP, U.S. GAAP and IFRS. The reconciliation of the
financial information to IFRS or U.S. GAAP financial information has not been provided. Our Company has not
attempted to explain those differences or quantify their impact on the financial data included in this Draft Red
Herring Prospectus and we urge Bidders to consult their own advisors regarding such differences and their
impact on our Company’s financial data. For details in connection with risks involving differences between
Indian GAAP and IFRS, please see the section entitled “Risk Factors — Public companies in India, including our
Company, are required to prepare financial statements under Ind AS. The transition to Ind AS in India is very
recent and still unclear and our Company may be negatively affected by such transition” on page 31.
Accordingly, the degree to which the financial information included in this Draft Red Herring Prospectus will
provide meaningful information is entirely dependent on the reader’s level of familiarity with Indian accounting
policies and practices, Indian GAAP, the Companies Act and the SEBI Regulations. Any reliance by persons on
the financial disclosures presented in this Draft Red Herring Prospectus not familiar with Indian accounting
policies, Indian GAAP, the Companies Act, the SEBI Regulations and practices on the financial disclosures
presented in this Draft Red Herring Prospectus should accordingly be limited.

Unless the context otherwise indicates, any percentage amounts, as set forth in the sections entitled “Risk
Factors”, “Our Business”, “Management’s Discussion and Analysis of Financial Conditional and Results of
Operations” on pages 16, 114 and 218, respectively, and elsewhere in this Draft Red Herring Prospectus have
been calculated on the basis of the Restated Financial Statements of our Company.
Currency and Units of Presentation
All references to:

e  “Rupees” or “X” or “INR” or “Rs.” are to Indian Rupee, the official currency of the Republic of India;

e  “USD” or “US$” are to United States Dollar, the official currency of the United States;

e  “Euros” or “€” are to Euros, the official currency of the European Union; and

e  “Francs” or “F” are to Swiss Francs, the official currency of Switzerland.

Except otherwise specified, our Company has presented certain numerical information in this Draft Red Herring
Prospectus in “million” units. One million represents 1,000,000 and one billion represents 1,000,000,000.
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Exchange Rates

This Draft Red Herring Prospectus contains conversion of certain other currency amounts into Indian Rupees
that have been presented solely to comply with the SEBI Regulations. These conversions should not be
construed as a representation that these currency amounts could have been, or can be converted into Indian
Rupees, at any particular rate or at all.

The following table sets forth, for the periods indicated, information with respect to the exchange rate between
the Rupee and other currencies:

(in%)

Currency As of March 31, 2015 As on August 31, 2015
1 USD®W 62.59 66.31
1 Euro® 67.51 74.50
1 Francs® 64.06 68.66

Source:
(1) RBI Reference Rate, except otherwise specified
(2)  www.exchange-rates.org

Industry and Market Data

Unless stated otherwise, industry and market data used in this Draft Red Herring Prospectus has been obtained
or derived from publicly available information as well as various industry publications and sources. Unless
stated otherwise, industry information has been included from the report titled “Axle Shaft and Spindle Market”
dated September 2015 issued by CRISIL Research, a division of CRISIL Limited (“CRISIL Report”). For
details, please see the section entitled “Industry Overview” on page 81. Such data involves risks, uncertainties
and numerous assumptions and is subject to change based on various factors. Accordingly, investment decisions
should not be based solely on such information.

Industry publications generally state that the information contained in such publications has been obtained from
publicly available documents from various 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 the industry and market data used in this Draft Red Herring
Prospectus is reliable, it has not been independently verified by us, or the BRLMs or any of their affiliates or
advisors. The data used in these sources may have been re-classified by us for the purposes of presentation. Data
from these sources may also not be comparable.

The extent to which the market and industry data used in this Draft 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 the business of our Company is
conducted, and methodologies and assumptions may vary widely among different industry sources.
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FORWARD-LOOKING STATEMENTS

This Draft Red Herring Prospectus contains certain “forward-looking statements”. These forward-looking

EEINT3 CEINT3

statements can generally be identified by words or phrases such as “aim”, “anticipate”, “believe”, “expect”,
“estimate”, “intend”, “objective”, “plan”, “project”, “will”, “will continue”, “will pursue”, “seek to” or other
words or phrases of similar import. Similarly, statements that describe our Company’s strategies, objectives,
plans, prospects or goals are also forward-looking statements. Forward-looking statements reflect the current
views of our Company as of the date of this Draft Red Herring Prospectus and are not a guarantee of future
performance. These statements are based on the management’s beliefs and assumptions, which is in turn and
based on currently available information. Although we believe the assumptions upon which these forward-
looking statements are based to be reasonable, any of these assumptions could prove to be inaccurate, and the
forward-looking statements based on these assumptions could be incorrect. Neither our Company, our Directors,
BRLMs nor any of their respective affiliates or advisors 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. Moreover, all forward-looking statements
are subject to risks, uncertainties and assumptions about us that could cause actual results to differ materially
from those contemplated by the relevant forward-looking statement.

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

Certain important factors that could cause actual results to differ materially from our Company’s expectations
include, but are not limited to, the following:

. Slowdown in the automotive sector, and any adverse changes in the conditions affecting these markets.
. Significant dependence on some of our principal customers;
. Significant dependence on exports to our international customers and risks inherent in international sales

and operations;

. Failure to comply with strict quality requirements of our customers and product liabiltity claims, if any;

. Any inability to successfully diversify our product offerings;

. Foreign currency exchange rate fluctuations;

. Volatility in the supply and pricing of our raw materials;

. Expansion of existing capacities has a long gestation period and requires substantial capital outlay before

we realize any benefits or returns on investments; and

. Geographical concentration of our manufacturing facilities may restrict our operations and adversely
affect our business and financial condition.

For further discussion on factors that could cause the actual results to differ from the expectations, please see the
sections entitled “Risk Factors”, “Our Business” and “Management’s Discussion and Analysis of Financial
Condition and Results of Operations™ on pages 16, 114 and 218, respectively.

We cannot assure Bidders that the expectation reflected in these forward-looking statements will prove to be
correct. Given these uncertainties, Bidders are cautioned not to place undue reliance on such forward-looking
statements and not to regard such statements as a guarantee of future performance.

In accordance with the SEBI Regulations, our Company and the BRLMs will ensure that Bidders in India are
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informed of material developments from the date of this Draft Red Herring Prospectus until the time of the grant
of listing and trading permission by the Stock Exchanges.
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SECTION II: RISK FACTORS

An investment in Equity Shares involves a high degree of risk. You should carefully consider all the information
in this Draft Red Herring Prospectus, before making an investment in the Equity Shares. If any of the following
risks, or other risks that are not currently known or are now deemed immaterial, actually occur, our business,
results of operations, cash flows and financial condition could suffer, the price of the Equity Shares could
decline, and you may lose all or part of your investment. In making an investment decision, prospective
investors must rely on their own examination of us and the terms of the Issue including the merits and risks
involved. You should consult your tax, financial and legal advisors about particular consequences to you of an
investment in this Issue. The financial and other related implications of risks concerned, wherever quantifiable,
have been disclosed in the risk factors mentioned below. However, there are risk factors where the effect is not
quantifiable and hence has not been disclosed in such risk factors.

This Draft Red Herring Prospectus also contains forward-looking statements that involve risks and
uncertainties. Our actual results could differ materially from those anticipated in these forward-looking
statements as a result of certain factors, including the considerations described below and elsewhere in this
Draft Red Herring Prospectus. Please see the section entitled “Forward-Looking Statements” on page 14.

In this Section, unless the context otherwise requires, references to “our Company” or to “the Company” “we”
or “us” or “our” refers to G N A Axles Limited. Unless the context otherwise states, the financial information
used in this Section is derived from our Restated Financial Statements.

Internal Risk Factors

1. There are certain income tax and indirect tax proceedings pending against our Company. Any
adverse determination by the tax authorities in these matters could increase our tax liability and
subject us to monetary penalties.

Search and seizure operations were initiated by the Income Tax Department on January 19, 2011
against various members of the GNA group, including our Company, (the “Search and Seizure”). The
period covered in the search assessment was from assessment year 2005-2006 to assessment year 2012-
2013. Pursuant to the Search and Seizure, the Assistant Commissioner of Income Tax has issued
assessment orders for the aforementioned period (the “Assessment Orders”) disallowing, amongst
other things: (i) expenses incurred in relation to foreign tour by all persons not being Directors or
employees of our Company, being non-business related expenditure; (ii) 25% of the total expenses on
car running and maintenance along with depreciation on cars being used by the Directors and their
family members for personal use; and (iii) expenses incurred on credit cards of our Company by the
family members of our Directors as they do not relate to expenses incurred in connection with the
business of our Company; and these amounts were added to the total income of the Company. The total
amount of disallowance under the Assessment Orders is X 7.82 million (the “disallowance amount”).
Our Company has filed an appeal before the Deputy Commissioner (Appeals) of Income-tax /
Commissioner (Appeals) of Income-tax, Ludhiana on April 9, 2013. While the matter is currently
pending before the Deputy Commissioner (Appeals), an adverse decision in the matter may result in
the Company becoming liable to pay income tax on the disallowance amount under the provisions of
IT Act, along with applicable interest, which may adversely affect our financial position and reputation.

In addition, our Company has received 16 show cause notices from various authorities of the Central
Excise Division demanding payment of CENVAT credit wrongfully availed by our Company and
penalty thereof, under Central Excise Tariff Act, 1985 read with CENVAT Credit Rules, 2004. The
aggregate amount involved is X 5.48 million. These cases are at various stages of adjudication and an
adverse outcome of the proceedings may have a financial loss to our Company.

For details in relation to certain material litigation, please see the section entitled “Outstanding
Litigation and Material Developments” on page 231.

2. Slowdown in the automotive sector, particularly the commercial vehicle segment, and any adverse
changes in the conditions affecting the growth of transportation sectors can adversely impact our
business, results of operations, financial condition and cash flows.

Our business is heavily dependent on the performance and market trends of the automotive sector,
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particularly the commercial vehicle market. Our sales of axle shafts and other components are directly
related to the production and sales of vehicles and equipments by our major customers specifically in
the commercial vehicle segment. Component production and sales may be affected by general
economic or industry conditions, including seasonal trends in the automobile manufacturing sector,
volatile fuel prices, evolving regulatory requirements, government initiatives, trade agreements and
other factors. According to the CRISIL Report, from Fiscal 2005, the commercial vehicles (“CV”)
sales saw steady growth across all vehicle segments except for Fiscal 2009 when it was impacted due
to the global financial crisis and post Fiscal 2012, CV sales declined due to slowdown in the Indian
economy. Any future economic downturn in the automobile manufacturing and sales, both in India and
in other geographies in which we operate, may significantly affect our revenues.

Many OEMs manufacture rear axle shafts in-house or through captive associates or joint ventures and
while some OEMs have outsourced axle shaft production, machining operations are still preferred in-
house. In case our customers decide to increase captive manufacturing of components manufactured by
us, our business, financial condition, results of operations, cash flows and growth may be adversely
affected.

Our business is dependent on certain principal customers and the loss of, or a significant reduction
in, purchases by such customers could adversely affect our business.

Sales to our top five customers, which include Dana Limited, Mahindra & Mahindra Limited and John
Deere, contributed 48.77 % of our revenues and sales to our top 10 customers contributed 67.62 % of
our total revenues in the Fiscal 2015. The loss of any of our significant customers could have an
adverse effect on our business. Our customers often undertake vendor rationalisation to reduce costs
related to procurement from multiple vendors. Since we are significantly dependent on certain key
customers, the loss of any one of such customers or a significant reduction in demand from some of our
customers could have an adverse effect on our business, financial condition, results of operations and
cash flows.

A significant portion of our revenues is dependent on our exports to our international customers.
Any failure to fulfil the requirements of our international customers may adversely affect our
revenues, result of operations and cash flows.

In Fiscal 2015, Fiscal 2014 and Fiscal 2013, our export sales accounted for 47.80%, 35.46% and
33.61%, respectively of our total revenue for such periods.

As a result, our business and financial results are impacted by various risks inherent in international
sales and operations, including:

. currency exchange rate fluctuations;

. regional economic or political uncertainty;

. currency exchange controls;

. differing accounting standards and interpretations;

. differing labour regulations;

. differing domestic and foreign custom duties, tariffs and taxes;

. current and changing regulatory environments;

. difficulty in staffing and managing widespread operations;

. coordinating and interacting with local representatives and counterparties to fully
understand local business and regulatory requirements; and

«  availability and terms of financing.

Our Company has incorporated a wholly owned subsidiary, GNA Axles Inc., in USA on June 15, 2015.
The regulatory formalities under FEMA for this investment have not been completed as on the date of
this Draft Red Herring Prospectus and there can be no assurance that we will not be subject to any
regulatory action as a result.

To the extent that we are unable to effectively manage our global operations, including our future
efforts to enter into new markets where we do not have local knowledge and resources, we may be
unable to grow or maintain our sales and profitability or we may be subject to additional unanticipated
costs and risks. As a consequence, our business, financial condition, results of operations and cash
flows may be adversely affected.
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Our customers may terminate supply contracts before completion or choose not to renew contracts,
which may adversely affect our business and results of operation.

Our customers have high and exacting standards for product quality and delivery schedules. Any
failure to meet a customer's expectations could result in the cancellation or non-renewal of contracts.
Generally, our contracts with customers do not bind our customers to provide us with a specific
volume of business and can be terminated by them with or without cause, with little advance notice
and without compensation. Typically, we enter into a master/umbrella agreement with a customer and
products are delivered under specific purchase contracts. There is, however, no commitment on the
part of the customer to pass on new purchase contracts to us, except in certain customer agreements.
There are also a number of factors other than our performance that are beyond our control and that
could cause the loss of a customer. Customers may demand price reductions, change their outsourcing
strategy by moving more work in-house or replace their existing products with alternative products,
any of which may have an adverse effect on our business, financial condition and results of operations.
Further, majority of our long-term contracts have warranty and product liability clauses, pursuant to
which we warrant or guarantee our products in terms of quality, performance, timely delivery and in
accordance with specifications, designs, drawings and descriptions furnished by customers. Failure to
comply with these provisions may lead to invocation of warranties or product liabilities leading to
monetary loss or investment of time and resources in curing the non-conformities. In some cases, the
customers may even withdraw the orders or cancel the agreements which may adversely affect our
revenue and relationship with the customer.

Price pressures from customers may adversely affect our business.

Downward pricing pressures by automotive manufacturers are a characteristic of the industry we
operate in. Virtually all automakers pursue aggressive price reduction initiatives and objectives each
year with their suppliers, and such actions may continue in the near future, due to factors outside of our
Company’s control. In addition, estimating such amounts is subject to risk and uncertainties as any
price reductions are a result of negotiations and other factors. Accordingly, suppliers must be able to
reduce their operating costs in order to maintain profitability. Such price reductions may affect our
sales and profit margins. If we are unable to offset customer price reductions in the future through
improved operating efficiencies and other cost reduction initiatives, our business, financial condition
and results of operations would be adversely affected.

The discontinuation of, the loss of business with respect to, or lack of commercial success of, a
particular segment of our automotive and non-automotive customers for which we are a significant
supplier could affect our business, financial condition, results of operations and cash flows.

Although we have generally supplied our products to our customers for a long period of time, our
supply contracts do not provide for the purchase of a minimum quantity of products. Additionally,
terms of purchase contracts with our customers do not provide for any compensation if there is any
shortfall in demand for the relevant vehicle model being manufactured leading to a consequent
reduction in the demand for our products. The discontinuation of, loss of business with respect to, or
lack of commercial success of a particular segment of our current customers could reduce our sales and
affect our estimates of anticipated sales, which could have an adverse effect on our business, financial
condition, results of operations and cash flows. Demand for particular automotive or non-automotive
vehicles and equipments may fluctuate from time-to-time, which could have an adverse effect on our
business, financial condition, result of operations and cash flows.

Our failure to identify and understand evolving industry trends and preferences and develop new
products to meet our customers' demands may adversely affect our business.

Changes in regulatory or industry requirements or in competitive technologies may render certain of
our products obsolete or less attractive. Our ability to anticipate changes in technology and regulatory
standards and to successfully develop and introduce new and enhanced products on a timely basis will
be a significant factor in our ability to remain competitive. We cannot assure you that we will be able
to achieve the technological advances that may be necessary for us to remain competitive or that
certain of our products will not become obsolete. We are also subject to the risks generally associated
with new product introductions and applications, including lack of market acceptance, delays in
product development and failure of products to operate properly.
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To compete effectively in the manufacturing of axles and forging industry, we must be able to develop
and produce new products to meet our customers’ demand in a timely manner. We cannot assure you,
however, that we will be able to install and commission the equipment needed to produce products for
new product programmes of our customers in time for the start of production, or that the transitioning
of our manufacturing facilities and resources to full production under new product programmes will
not impact production rates or other operational efficiency measures at our facilities. In addition, we
cannot assure you that our customers will execute on schedule the launch of their new product
programs for which we might supply products. Our failure to successfully develop and produce new
products, or a failure by our customers to successfully launch new programmes, could adversely affect
our results of operations.

We do not own the trademark used by us and our use of this trademark is restricted to certain
products.

The G NA trademark appearing on the cover page of this DRHP (the “GNA Trademark”) is
not owned by us. We have obtained non-exclusive rights to use the GNA Trademark from GNA Sons, a
partnership firm with certain members of our Promoters Group as partners, through an agreement dated
May 20, 2002 (as amended through the supplementary agreements dated April 12, 2006 and September
12, 2011) for a royalty of 0.15% of the sale value of our products (as assessed under the Central Excise
Act). This agreement expires on March 31, 2016 and there can be no assurance that we will be able to
renew this agreement on the same terms or at all.

The GNA Trademark is important for our business. We cannot assure you that we will continue to have
the uninterrupted use and enjoyment of the GNA Trademark. Further, any infringement of the GNA
Trademark by third parties, for which we may not have any immediate recourse, may adversely affect
our ability to conduct our business as well as our affect our reputation, and consequently, our results of
operations.

Further, GNA Sons received the license to use the GNA Trademark from Guru Nanak Auto Enterprises
Limited (“GNAEL”) through a deed of assignment dated October 18, 1999 and deed of agreement
dated October 19, 1999. These deeds provide for shared rights to use the GNA Trademark and place
restrictions on GNA Sons from using the GNA Trademark for manufacturing certain products or
autoparts including rear axle shafts for supply to OEMs for LCVs and MCVs, brake systems and parts
thereof, engine bearings, bushes and thrust washers, engine valves, clutch plates, pistons, piston rings
and cylinder liners, torsion bar and assembly, engine cam shafts, crank shafts, connecting rods and
parts for two and three wheelers (“Specified Products”). Further, the GNA Trademark was split
between GNA Sons and GNAEL through a letter dated March 29, 2000 issued by Trade Marks
Registry, Mumbai.

In view of the above, our ability to introduce Specified Products as a part of our portfolio under the
GNA Trademark in the future is restricted. In addition, GNAEL is entitled to use the GNA Trademark
for supplying rear axle shafts in export markets and to state transport undertakings which may overlap
with our business prospects. Further, we understand that GNAEL owns a logo similar to our
Company’s logo. There can be no assurance that the above will not create confusion in the minds of
our customers about the identity of our Company and its products. If any of such events occur, they
may affect our business, goodwill and results of operations.

Our inability to obtain or maintain approvals or licenses required for our operations may adversely
affect our operations.

We require certain statutory and regulatory approvals, licenses, registrations and permissions, and
applications need to be made at the appropriate stages for our business to operate. Our Company has
made applications for grant of licenses to concerned authorities, including renewal of factory licenses
for our Gulabgarh and Mehtiana facilities, which have not been renewed yet. Even though we have
never been denied grant/renewal of the licences under application, any rejection of pending approvals
may have an adverse effect on our operations, to the extent of stoppage of production. In addition, in
our manufacturing of auto component business, government delays in obtaining approvals may result
in cost increases in the price of raw materials from original estimates which cannot generally be passed
on to customers and may also adversely affect our ability to mobilize our equipment and manpower.
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There can be no assurance that the relevant authorities will issue these approvals or licenses, or
renewals thereof in a timely manner, or at all. We may experience delays in obtaining financial
closures, locking in interest rates under loan agreements, or completing work according to schedules.
As a result, we may not be able to execute our business plan as planned. An inability to obtain or
maintain approvals or licenses required for our operations may adversely affect our operations.
Government approvals, licenses, clearances and consents are often also subject to numerous conditions,
some of which are onerous and may require significant expenditure. Furthermore, approvals, licenses,
clearances, and consents covering the same subject matter are often required at both the Government
and State Government levels. If we fail to comply, or a regulator claims that we have not complied,
with these conditions, we may not be able to commence or continue with work or operate these
projects. For further information on various approvals or licenses required in connection with our
operations, please see the section entitled “Government and Other Approvals” on page 236.

Our funding requirements and proposed deployment of the Net Proceeds of the Issue are based on
management estimates and have not been independently appraised, and may be subject to change
based on various factors, some of which are beyond our control.

The Net Proceeds of the Issue shall be deployed towards capital expenditure, meeting working capital
requirements and general corporate purposes. For more details, please see the section entitled “Objects
of the Issue” on page 68. The proposed deployment of the Net Proceeds of the Issue is based on
management estimates, current quotations from suppliers and our current business plan, and has not
been appraised by a monitoring entity. We may have to revise our expenditure and funding
requirements as a result of variations in costs, estimates, quotations or other external factors, which
may not be within the control of our management. This may entail rescheduling, revising or cancelling
planned expenditure and funding requirements at the discretion of our Board. Further, current
quotations from suppliers are only valid for limited periods and there can be no assurance that we will
be able to purchase equipment on the rates provided in such quotations. Given the proposed size of the
Issue, our Company is not required to appoint a monitoring agency for monitoring the use of Issue
proceeds under the SEBI Regulations. Accordingly, the deployment of the Net Proceeds of the Issue
shall be entirely at the discretion of the Board and will not be subject to any monitoring by an
independent agency.

Trade constraints between the countries we export to and India may adversely affect our business
and results of operation.

Most of our customers operate across diverse geographies and we supply our products to customers in
various countries. For example, we supply our components to countries including USA, Sweden,
Turkey, Brazil, Italy, Germany, Spain, Mexico, Japan, UK, France, China and Australia. An average of
approximately 39.31% of our revenue of operations over the preceding three Fiscals has been from
export sales. Thus, any change in the political or economical scenario in such countries or their
economic and trade relation with India, change in sales strategy of our customers in such countries,
change in demand for our products in such countries, or imposition of trade embargo on such countries
by India or vice-versa, may have an adverse effect on our business and operations.

Conflicts of interest may arise out of common business objects between our Company and certain of
our Promoters’ companies.

Our Promoters have interests in other companies that may undertake the same business as our
Company. For example, GNA Duraparts Limited, GNA Udyog Limited, Amarsons Automotives
Limited and Guru Nanak Transmission Punjab Limited (“Promoter Group Companies”), companies
in which our Promoters have an interest, are authorized to carry out or engage in business similar to
that of our Company and serve the same customers, including in one instance where our Company and
GNA Duraparts Limited supply different components to a customer under the same agreement.
Conflicts of interests may arise in the Promoters allocating or addressing business opportunities and
strategies among our Company and Promoter Group Companies in circumstances where our respective
interests diverge. In cases of conflict, there can be no assurance that our Promoters will not favour any
of the Promoter Group Companies or vice-versa. Our Promoters have not signed any non-compete
agreement with our Company as of date and in any event, we cannot assure you that such agreements
are enforceable under Indian law. Any such present and future conflicts, or situations where our
Promoters decide to conduct business through such Promoter Group Companies, could have a material
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adverse effect on our business, reputation, financial condition and results of operations.

Product liability claims and costs incurred as a result of product recalls or other reasons could harm
our business, financial condition and results of operations.

We face an inherent business risk of exposure to product liability or recall claims in the event that our
products fail to perform as expected or such failure results, or is alleged to result, in bodily injury or
property damage or both. We cannot assure you that we will not experience any material product
liability losses in the future or that we will not incur significant costs to defend any such claims.
Vehicle manufacturers have their own policies regarding product recalls and other product liability
actions relating to their suppliers. However, as suppliers like ourselves become more integrally
involved in the vehicle design process and assume more vehicle assembly functions, vehicle
manufacturers may seek compensation from their suppliers for contributions when faced with product
recalls, product liability or warranty claims. Majority of the agreements with our customers provide for
such product liability provisions wherein we may be responsible for indemnification for loss, liability,
cost and expense arising out of a claim that a defect in the design or manufacture of the products,
including defects in material or manufacturing processes or techniques, caused personal injury or loss
of, destruction or damage to property. Thus, our Company may have to indemnify costs in full in case
the customer decides to perform a recall due to a potential risk of a product manufactured and supplied
by our Company causing personal injury of property damage due to a part being a faulty part. In case
the Customer agrees to reimburse its end customer due to a part failure or non-conformity, our
Company is obliged to negotiate with the Customer in good faith for reimbursement of these expenses
on a case-to-case basis. Even though our Company has product liability insurance, holding of such
insurance does not relieve our Company’s liability and we shall be liable until the claim is duly settled.

High days of sales outstanding (i.e. the average period for which the sales invoice remains
outstanding) may increase our collection risk and working capital requirements, which could
adversely affect our liquidity.

We typically receive payments for our sales in an average of 60 to 75 days for our domestic sales and
within 120 to 150 days from our export customers. The average period for which the sales invoice
remains outstanding may increase due to various factors including the general economic condition and
condition of our customers. As the typical collection cycle for our Company's export sales is much
longer, with an increase in export sales of our Company, the total average number of days for which
our receivables will remain outstanding may increase. Our inability in the future to accelerate the
realisation of receivables could adversely affect our cash flows and liquidity.

Our Company has certain outstanding borrowings which have been secured by our Company’s
assets and such loan agreements contain restrictive covenants.

As on March 31, 2015, our Company had total outstanding borrowings aggregating to ¥ 1532.17
million. Further, some of the loans are repayable on demand and in case of failure to repay them within
the stipulated time, our Company’s assets, including immovable properties and amounts receivable
from our customers, would be held as charge by our lending banks. These assets may be secured by the
banks at any time in case the Company fails to repay the loan amount on demand, which may have an
adverse effect on the financial standing of our Company. In addition, some of our Promoters and
Directors have provided personal guarantees against the loans and in the event the Company fails to
repay the loans on demand, they may be liable to the extent of the unpaid amount.

Further, the loan agreements entered into by our Company contain restrictive covenants such as
maintaining certain financial ratios including current asset cover. For details of our borrowings, please
see the section entitled “Financial Indebtedness” on page 217. Any such restrictions or any event of
default under such loan agreements may limit our ability to undertake certain transactions and may
adversely affect our business, financial condition and results of operation.

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

As of March 31, 2015, 97.80% of our consolidated borrowings were at floating rates which are
required to be reset on a periodic basis. If the interest rates of our existing or future borrowings
increase significantly, our cost of funds will increase. This may adversely affect our results of
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operations, planned expenditures and cash flows.

We are dependent on third party logistics providers for the supply of raw materials and delivery of
our products.

We normally use third party logistic providers for the supply of our raw materials and for deliveries of
finished products to our domestic and overseas customers. Such logistics providers are arranged on
spot basis and in majority of cases, such logistics suppliers are arranged by our customers and we have
no direct control on their services. Any disruptions or delays in transportation due to factors such as
strikes, bad condition of roads, non-performance or deficiency in services by transporters could have
an adverse effect on our supplies and deliveries to our customers. An increase in freight costs or the
unavailability of adequate port and shipping infrastructure for transportation of our products to our
markets may have an adverse effect on our business and results of operation.

Our manufacturing activities can be hazardous and can cause injury to people or property in certain
circumstances.

Our business requires individuals to work under potentially hazardous circumstances, with volatile and
often highly flammable and dangerous materials. If improperly handled or subjected to unsuitable
conditions, hot metal can seriously hurt or even kill employees or other persons, and cause damage to
our properties and the properties of others. This could subject us to disruptions in our business and
expose us to legal and regulatory costs and liabilities, which could adversely affect our results of
operations, financial condition and reputation.

Our continued operations are critical to our business and any shutdown of our manufacturing
facilities due to electricity outages or otherwise may have an adverse effect on our business and
financial results.

Our manufacturing facilities are subject to operating risks, such as the breakdown or failure of
equipment, power supply or processes, performance below expected levels of efficiency, obsolescence,
labour disputes, natural disasters, industrial accidents and the need to comply with the directives of
relevant government authorities. For instance, we require substantial electricity for our manufacturing
facilities, and energy costs represent a significant portion of the production costs for our operations.
The total energy cost to our Company was X 300.89 million for the Fiscal 2015. We source our
electricity requirements from Punjab State Power Corporation Limited and have installed our own 66
kVA sub-stations for both of our units. If for any reason such electricity is not available, we may need
to shut down our plants until an adequate supply of electricity is restored. The cost of such purchased
power would be significantly higher, thereby adversely affecting our cost of production and
profitability. Interruptions of electricity supply can also result in production shutdowns, increased costs
associated with restarting production and the loss of production in progress.

Also, if one or more of our customers were to experience a work stoppage, that customer may halt or
limit purchases of our products which could result in the shut down of the related manufacturing
facilities. The assembly lines of our customers rely significantly on the timely delivery of our
components and our ability to provide an uninterrupted supply of our products is critical to our
business. In addition, certain of our customers impose significant penalties on component
manufacturers like us for any stoppage in any assembly line, caused either by delayed delivery of a
component or a defect in the components delivered.

Our business and financial results may be adversely affected if energy costs were to rise, electricity
supplies or supply arrangements were disrupted or by any other disruption of operations of our product
lines, including as a result of any of the factors mentioned above.

Our business and financial results could be adversely affected by strikes or work stoppages by our
employees or employees of our customers.

Strikes or work stoppages can adversely affect the results of our operations and reputation. In addition,
many of our customers have unionised work forces. Work stoppages or slow-downs experienced by us
could result in slow-downs or closures of our units or assembly plants where our products are
manufactured. In the event that one or more of our customers experiences a work stoppage, such work
stoppage could have an adverse effect on our business, financial condition or results of operations.
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We might infringe the intellectually property rights of others, any misappropriation of which, could
harm our competitive position.

While we take care to ensure that we comply with the intellectual property rights of others, we cannot
determine with certainty whether we are infringing any existing third-party intellectual property rights
which may force us to alter our technologies, obtain licenses or cease some of our operations. We may
also be susceptible to claims from third parties asserting infringement and other related claims. If such
claims are raised, those claims could: (a) adversely affect our relationships with current or future
customers; (b) result in costly litigation; (c) cause product shipment delays or stoppages; (d) divert
management's attention and resources; (€) subject us to significant liabilities; (f) require us to enter into
potentially expensive royalty or licensing agreements; and (g) require us to cease certain activities.
Furthermore, necessary licenses may not be available to us on satisfactory terms, if at all. Any of the
foregoing could adversely affect our business, results of operations and financial conditions.

In addition, in certain cases, our customers share their intellectual property rights in the course of the
product development process that we carry out for them. If our customer's intellectual property rights
are misappropriated by our employees in violation of any applicable confidentiality agreements, our
customers may seek damages and compensation from us. This could have an adverse effect on our
business, financial condition and results of operations and damage our reputation.

Our operating results may be adversely affected by environmental and safety regulations to which we
are subject to.

We are required to comply with central, state, local and foreign laws and regulations governing the
protection of the environment and occupational health and safety, including laws regulating the
generation, storage, handling, use and transportation of waste materials, the emission and discharge of
waste materials into soil, air or water, and the health and safety of employees. We are also required to
obtain and comply with environmental permits for certain of our operations. There can be no assurance
that we will at all times be in complete compliance with such laws, regulations and permits. If we
violate or fail to comply with these requirements, we could be fined or otherwise sanctioned by the
relevant regulators. In some instances, such a fine or sanction could adversely affect our business,
reputation, financial condition or results of operations. In addition, these requirements may become
more stringent over time and there can be no assurance that we will not incur significant environmental
costs or liabilities in the future. We are also subject to laws requiring the clean-up of contaminated
property. Under such laws, we could be held liable for costs and damages relating to contamination at
our facilities and at third-party sites to which these facilities send waste material, which could have an
adverse effect on our business and results of operation.

We are highly dependent on our management team and certain key personnel.

Our business, the implementation of our strategy and success is dependent upon our key management
team including our Promoters and Executive Directors, who oversee our day-to-day operations,
strategy and growth of our business. If any members of our key management team are unable or
unwilling to continue in their present positions, such persons would be difficult to replace and our
business, prospects, financial condition and results of operations could be adversely affected.

In addition, our success in expanding our business will also depend, in part, on our ability to attract,
retain and motivate appropriately qualified management personnel. Our failure to successfully manage
our personnel needs could adversely affect our business prospects, financial condition and results of
operations. These risks could be heightened to the extent we invest in businesses or geographical
regions in which we have limited experience. If we are not able to address these risks, our business
prospects, financial condition and results of operations could be adversely affected.

Our inability to attract, recruit and retain skilled personnel could adversely affect our business and
results of operations.

Our ability to meet future business challenges depends on our ability to attract, recruit and retain
talented and skilled personnel. A significant number of our employees are skilled engineers and we
face strong competition to recruit and retain skilled and professionally qualified staff. Owing to the
limited pool of available skilled personnel, competition for senior management and skilled engineers in
our industry is intense.
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We may experience difficulties in attracting, recruiting and retaining an appropriate number of
managers and engineers for our business needs. We may also need to increase our pay structures to
attract and retain such personnel. Our future performance will depend upon the continued services of
these persons. Our inability to manage the attrition levels in different employee categories may
adversely affect our business and results of operations.

Our Promoters, Directors and Key Management Personnel may have interests in us other than
reimbursement of expenses incurred or normal remuneration or benefits.

Our Promoters are interested in us to the extent of their shareholding in our Company and the dividend
entitlements from it. In addition to the remuneration paid for services and reimbursement of expenses
to our Directors and Key Management Personnel for services rendered as our Directors and Key
Management Personnel, our Promoters, Directors and Key Management Personnel may also be
interested to the extent of any transaction entered into by us with any other company or firm in which
they are shareholders, directors or partners. For example, we pay an annual royalty of 0.15% of the sale
value of our products to GNA Sons, a partnership firm in which our Directors, Mr. Rachhpall Singh
and Mr. Gursaran Singh are partners, as consideration for the use of the GNA trademark. For further
details of such related party transactions, please see the section entitled “Financial Statements —
Annexure: XXI” on page 203.

We have had negative cash flows from our investing and financing activities in recent periods. Our
inability to sustain adequate cash flows in the future may adversely affect our business, results of
operations and financial condition.

Our Company has experienced negative net cash flows from our investing and financing activities in
the recent periods as indicated below:

Particulars For the Fiscal (Amount in X million)
2015 2014 2013 2012 2011
Net cash generated/(used in) investing (144.58) (608.73) | (543.21) (230.43) | (142.89)
activities
Net cash generated from/(used in) financing (126.48) 239.72 148.89 (52.16) (64.84)
activities

For further details of our cash flows, please see section entitled “Management’s Discussion and
Analysis of Financial Condition and Results of Operations” on page 218 and section entitled “Financial
Information” on page 171. Any such negative cash flows in future may affect our ability to sustain
adequate cash flows and may have a material adverse effect on our business, financial condition and
results of operations.

Some of our Group Companies have incurred losses in the last three preceding Fiscals and some of
the corporate records of one of our Group Companies are not traceable.

Our Group Companies GNA Udyog Limited and Amarsons Automotives Limited have incurred losses
during the last three Fiscals immediately preceding the date of this Draft Red Herring Prospectus, as
detailed below:

Sr. Name of the entity Profit/(Loss) (Amount in X million)
No. For the Fiscal
2015 2014 2013
1. | GNA Udyog Limited (27.50) (8.95) 6.44
2. Amarsons Automotives Limited (Negligible) (Negligible) -

For further details, please see the section entitled “Our Group Companies” on page 164. There can be
no assurance that these or any of our other Group Companies will not incur losses in future periods or
that there will not be an adverse effect on our Company’s reputation or business as a result of such
losses. Further, one of our Group Companies, Gurunanak Transmission Punjab Limited, is unable to
locate its certificate of commencement of business issued by the RoC.
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Currency exchange rate fluctuations could have an adverse effect on our results of operations.

We have currency exposures related to our revenues, expenditures and financing in currencies other
than the local currency in which we operate. Further, we also import various equipment for our
facilities for which we make payment in foreign currency. Our Company has availed a packing credit
facility in foreign currency amounting to USD 7.03 million for its working capital requirements. The
exchange rate between the Indian Rupee and these currencies, primarily the USD, has fluctuated in the
past and our results of operations and cash flows have been impacted by such fluctuations in the past
and may be impacted by such fluctuations in the future. In addition, our export revenues may fluctuate
due to change in foreign currency exchange rates, which may not be ascertainable in advance and may
have an adverse effect on our business.

In the event exchange rates of foreign currencies fluctuate and we are not able to revise the prices our
products sold to export customers immediately or at all, we may not be able to pass such losses to our
customers and our business, financial condition, results of operations and cash flows may be adversely
affected.

We may not have sufficient insurance coverage to cover our economic losses as well as certain other
risks including those pertaining to claims by third parties and litigation.

Our business involves many risks and hazards which may adversely affect our profitability, including
breakdown, failure or substandard performance of equipment, third party liability claims, labour
disturbances, employee frauds, infrastructure failure and terrorist activities.

Our insurance may not provide adequate coverage in these circumstances including those involving
claims by third parties and litigation and is subject to certain deductibles, exclusions and limits on
coverage. We cannot assure you that the operation of our business will not be affected by any of the
incidents and hazards listed above. If our arrangements for insurance or indemnification are not
adequate to cover claims, including those exceeding policy aggregate limitations or exceeding the
resources of the indemnifying party, we may be required to make substantial payments and our
financial condition and results of operations may be adversely affected.

Our failure to keep our technical knowledge confidential could erode our competitive advantage.

Like many of our competitors, we possess extensive technical knowledge about our products. Our
know-how is a significant independent asset, which may not be adequately protected by intellectual
property rights such as patent registration. Some know-how is protected only by secrecy. As a result,
we cannot be certain that our know-how will remain confidential in the long run.

Even if all reasonable precautions, whether contractual or otherwise, are taken to protect the
confidential technical knowledge of our products and business, there is still danger that such
information may be disclosed to others or become public knowledge in circumstances beyond our
control. In the event that the confidential technical information or know-how in respect of our products
or business becomes available to third parties or to the public, our competitive advantage over other
companies in the manufacturing automotive component sector, particularly axles and spindles, could
be harmed, which could have an adverse effect on our business, future prospects, financial conditions
and results of operations.

Reduction in Government incentives available to us and inability to meet export obligations under
the EPGC scheme could have an adverse effect on our results of operations.

We avail certain benefits and incentives from the Government for our exports. These are in the form of
relief of customs and central excise duties on inputs used in the manufacture of export products under
the Duty Drawback Scheme, relief of duties on import of capital goods including spares for pre-
production, production and post-production under the EPGC Scheme and duty credits on the ‘free on
board’ value of exports in foreign exchange under the Focussed Market Scheme. There can be no
assurance that we will continue to avail of these incentives in the future, either due to withdrawal of the
above schemes by the Government or our inability to meet export obligations under any of the above
schemes, which may adversely affect our results of operations.
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Our business is vulnerable to downturns in the general economy and industries in which we operate
or which we serve. A global economic downturn could adversely affect our business, financial
condition and results of operations.

Our financial condition and results of operations depend significantly on worldwide economic
conditions, as demand for our products depends on the general economy and level of activity and
growth in the industries where we operate or serve. Unfavourable financial or economic conditions,
such as the sovereign-debt crisis in the European Union, the continued weakness and uncertainty
regarding the durability of the emerging economic recovery, have adversely affected the global
economy. In addition, concerns over inflation, energy costs, geopolitical issues, the availability and
cost of credit, unemployment, consumer confidence, declining asset values, capital market volatility
and liquidity issues have created difficult operating conditions for us in the past and may continue to do
so in the future. Uncertainty about future economic conditions makes it challenging for us to forecast
our results of operations, make business decisions and identify risks that may affect our business. If we
are not able to timely and appropriately adapt to changes resulting from the difficult macroeconomic
environment, our business, results of operations and financial condition may be adversely affected.

Our business is adversely affected by decreases in the general level of economic activity, such as
decreases in business and consumer spending, transportation, manufacturing activity and the financial
strength of our customers in the automotive and other sectors such as construction, oil and gas, other
infrastructure or defence sectors. We are unable to predict the likelihood of occurrence and severity of
any global or regional economic crises, slowdown or downturn in general economic condition. Global
financial slowdown, volatility and uncertainty could have a number of follow-on effects on our
business. Such factors may cause decrease in demand for automotive and non-automotive vehicles,
insolvency of our key customers, and adversely affect their inability to obtain credit or make payments
for products they have already received. If conditions become more severe or continue longer than we
anticipate, or if we are unable to adequately respond to unforeseeable changes in demand resulting
from economic conditions, our financial condition and results of operations may be adversely affected.

Changing laws, rules and regulations and legal uncertainties may adversely affect our business and
financial performance.

Our business and financial performance could be adversely affected by any change in laws or
interpretations of existing, or the promulgation of new laws, rules and regulations applicable to us and
our business. For further details, please see the section entitled “Regulations and Policies” on page 129.
We cannot assure you that the Central Government or state Governments in India will not implement
new regulations and policies which will require us to obtain additional approvals and licenses from the
Government and other regulatory bodies or impose onerous requirements and conditions on our
operations. We cannot predict the terms of any new policy, and we cannot assure you that such policy
will not be onerous.

SEBI has recently notified the Securities and Exchange Board of India (Prohibition of Insider Trading)
Regulations, 2015 (the “2015 Insider Trading Regulations”) which came into effect on May 14, 2015
and replaced the Securities and Exchange Board of India (Prohibition of Insider Trading) Regulations,
1992. The 2015 Insider Trading Regulations are more stringent than the existing regulations and we
may have to incur cost to ensure compliance with the same. Further, any non-compliance with the 2015
Insider Trading Regulations may result in regulatory action, such as penalties, against us. Any changes
and related uncertainties with respect to the implementation of new regulations may have an adverse
effect on our business, financial condition and results of operations, including delays in commissioning
schedule of our projects.

Further, the Government of India passed the Finance Act, 2015 following the President’s assent on
May 14, 2015. The Act has brought about new amendments in direct and indirect tax regimes. The
amendments will be effective as per notifications in the official gazette. As such, there is no certainty
on the impact that the Finance Act, 2015 may have on our business and operations or on the industry
that we operate in.

Changes in legislation or the rules relating to tax regimes could an adversely affect our business,
prospects and results of operations.
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Our business is subject to a significant number of tax regimes and changes in legislation governing the
rules implementing them or the regulator enforcing them in any one of those jurisdictions could
negatively and adversely affect our results of operations. We currently have operations and staff spread
across nine states in India. Consequently, we are subject to the jurisdiction of a number of tax
authorities and regimes. The revenues recorded and income earned in these various jurisdictions are
taxed on different bases, including net income actually earned, net income deemed earned and revenue-
based tax withholding. The applicable categories of taxes and tax rates also vary significantly from
state to state, which may be adjusted from time to time. The final determination of our tax liabilities
involves the interpretation of local tax laws and related regulations in each jurisdiction as well as the
significant use of estimates and assumptions regarding the scope of future operations and results
achieved and the timing and nature of income earned and expenditures incurred. We are involved in
various disputes with tax authorities. For details of these disputes, see the section titled “Outstanding
Litigation and Material Developments” on page 231. Changes in the operating environment, including
changes in tax law, could impact the determination of our tax liabilities for any given tax year. Taxes
and other levies imposed by the Government or State Governments that affect our industry include
customs duties, excise duties, VAT, income tax, service tax and other taxes, duties or surcharges
introduced from time to time. The tax scheme in India is extensive and subject to change from time to
time. Although most of our agreements provide for compensation due to changes in law, which
includes changes in tax laws, any adverse changes in any of the taxes levied by the Government or
State Governments could adversely affect our competitive position and profitability.

The Government has proposed to alter the implementation of direct taxes by way of introduction of the
Direct Taxes Code, 2013. The Direct Taxes Code, 2013 proposes to consolidate and amend laws
relating to income tax and wealth tax The Government has indicated in the union budget for the Fiscal
2016 that Direct Tax Code shall not be pursued further. Further, the Government has announced the
union budget for the Fiscal 2016 and the Finance Bill, 2015 have been tabled before the Parliament.
However, the Finance Act has not yet been passed by the Parliament. As such, there is no certainty on
the impacts that the Finance Bill, 2015 may have on our business and operations or on the industry that
we are in.

Additionally, the Government has proposed a comprehensive national goods and services tax (“GST”)
regime that will combine taxes and levies by the central and state governments into a unified rate
structure, which is proposed to be effective from April 1, 2016. Given the limited availability of
information in the public domain concerning the GST, we are unable to provide any assurance as to the
tax regime following implementation of the GST. The implementation of this new structure may be
affected by any disagreement between certain state governments, which could create uncertainty. Any
such future amendments may affect our overall tax efficiency, and may result in significant additional
taxes becoming payable.

Further, the General Anti Avoidance Rules (“GAAR”) which was to come into effect from April 1,
2015, has been deferred for two years to April 1, 2017. It is also proposed that the relevant rules be
amended to protect investments made up to March 31, 2017 from the applicability of GAAR. The tax
consequences of the GAAR provisions being applied to an arrangement could result in denial of tax
benefit amongst other consequences. In the absence of any precedents on the subject, the application of
these provisions is uncertain. If the GAAR provisions are made applicable to our Company, it may
have an adverse tax impact on us.

We have not determined the impact of such proposed legislations on our business. Uncertainty in the
applicability, interpretation or implementation of any amendment to, or change in, governing law,
regulation or policy, including by reason of an absence, or a limited body, of administrative or judicial
precedent may be time consuming as well as costly for us to resolve and may impact the viability of
our current business or restrict our ability to grow our business in the future.

Our business and activities are regulated by the Competition Act, 2002, (“Competition Act”) and any
adverse application or interpretation of the Competition Act could materially and adversely affect
our business, financial condition and results of operation.

The Competition Act was enacted for the purpose of preventing practices that have or are likely to have
an appreciable adverse effect on competition in the relevant market in India. Under the Competition
Act, any arrangement, understanding or action in concert, whether formal or informal, which causes or
is likely to cause an appreciable adverse effect on competition is considered to be void and attracts
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substantial monetary penalties.

Any agreement among competitors which directly or indirectly involves determination of purchase or
sale prices, limits or controls production, supply markets, technical development, investment or
provision of services, or shares the market by way of geographical area or number of customers in the
relevant market is presumed to have an appreciable adverse effect on competition in the relevant
market in India and shall be void. Further, the Competition Act prohibits abuse of dominant position by
any enterprise.

On March 4, 2011, the Government notified and brought into force the combination regulation (merger
control) provisions under the Competition Act with effect from June 1, 2011. The combination
regulation provisions require that the acquisition of shares, voting rights, assets or control or mergers or
amalgamations which cross the prescribed asset and turnover based thresholds shall be mandatorily
notified to and pre-approved by the CCI. In addition, on May 11, 2011, the CCI issued the final
Competition Commission of India (Procedure in regard to the transaction of business relating to
combinations) Regulations, 2011 (which were further amended on March 28, 2014), which sets out the
mechanism for implementation of the merger control regime in India.

The Competition Act aims to, among others, prohibit all agreements and transactions which may have
an appreciable adverse effect on competition in India. Consequently, all agreements entered into by us
could be within the purview of the Competition Act. Further, the CCI has extra-territorial powers and
can investigate any agreements, abusive conduct or combination occurring outside India if such
agreement, conduct or combination has an appreciable adverse effect on competition in India.
However, we cannot predict the impact of the provisions of the Competition Act on the agreements
entered into by us at this stage. We are not currently party to any outstanding proceedings, nor have we
received notice in relation to non-compliance with the Competition Act or the agreements entered into
by us. However, if we are affected, directly or indirectly, by the application or interpretation of any
provision of the Competition Act, or any enforcement proceedings initiated by the CCI, or any adverse
publicity that may be generated due to scrutiny or prosecution by the CCI or if any prohibition or
substantial penalties are levied under the Competition Act, it would adversely affect our business,
results of operation and prospects.

The applicability or interpretation of the Competition Act to any merger, amalgamation or acquisition
proposed by us, or any enforcement proceedings initiated by the CCI, either suo moto or pursuant to
any complaint, for alleged violation of any provisions of the Competition Act may adversely affect our
business, financial condition and results of operation.

Political instability or changes in the Government or in the government of the states where we
operate or significant changes in the liberalization polices or the conditions of the Indian economy
could adversely affect our business.

The Government has traditionally exercised and continues to exercise a significant influence over many
aspects of the Indian economy. Further, our business is also impacted by regulations and conditions in
the various states in India where we operate. Our businesses, and the market price and liquidity of our
securities, may be affected by changes in exchange rates and controls, interest rates, government
policies, taxation, social and ethnic instability and other political and economic developments in or
affecting India. In recent years, India has been following a course of economic liberalization and our
business could be significantly influenced by economic policies followed by the Government.

However, we cannot assure you that such policies will continue in the future. Government corruption,
scandals and protests against certain economic reforms, which have occurred in the past, could slow the
pace of liberalization and deregulation. The rate of economic liberalization could change, and specific
laws and policies affecting companies in the automotive component manufacturing sector, foreign
investment, currency exchange rates and other matters affecting investment in India could change as
well. A significant change in India’s economic liberalization and deregulation policies, in particular
those relating to the businesses in which we operate, could disrupt business and economic conditions in
India generally and our businesses in particular.
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A substantial portion of our revenue is derived from our domestic sales in India, and a decline in
economic growth in India could adversely affect our business.

In Fiscal 2015, our domestic sales contributed approximately 51.67% of our revenue from operations
and so the performance and the growth of our business are dependent on the performance of the Indian
economy. In the recent past, Indian economy has been affected by global economic uncertainties and
liquidity crisis, domestic policy and political environment, volatility in interest rates, currency
exchange rates, commodity and electricity prices, adverse conditions affecting agriculture, high
inflation rates and various other factors.

Risk management initiatives by banks and lenders in such circumstances could affect the availability of
funds in the future or the withdrawal of our existing credit facilities. The Indian economy is undergoing
many changes and it is difficult to predict the impact of certain fundamental economic changes on our
business. Conditions outside India, such as a slowdown or recession in the economic growth of other
major countries, especially the United States, have an impact on the growth of the Indian economy. The
GDP growth rate of India has declined to 4.5% in the Fiscal 2013 and 4.7% in the Fiscal 2014.
(Source: Indian Economic Survey 2013-14, Ministry of Finance, Government of India) Additionally, an
increase in trade deficit, a downgrading in India’s sovereign debt rating or a decline in India’s foreign
exchange reserves could negatively affect interest rates and liquidity, which could adversely affect the
Indian economy and our business. Any downturn in the macroeconomic environment in India could
adversely affect our business, financial condition, results of operation and the trading price of our
Equity Shares.

Investors may be subject to Indian taxes arising out of capital gains on the sales of the Equity
Shares.

Capital gains arising from the sale of equity shares in an Indian company are generally taxable in India.
Any gain realized on the sale of listed equity shares on a stock exchange held for more than 12 months
will not be subject to capital gains tax in India if STT, has been paid on the transaction. STT will be
levied on and collected by an Indian stock exchange on which the equity shares are sold. Any gain
realized on the sale of equity shares held for more than 12 months by an Indian resident, which are sold
other than on a recognized stock exchange and as a result of which no STT has been paid, will be
subject to capital gains tax in India. Further, any gain realized on the sale of equity shares held for a
period of 12 months or less will be subject to capital gains tax in India. Capital gains arising from the
sale of equity shares will be exempt from taxation in India in cases where an exemption is provided
under a treaty between India and the country of which the seller is a resident. Generally, Indian tax
treaties do not limit India’s ability to impose tax on capital gains. As a result, residents of other
countries may be liable for tax in India as well as in their own jurisdictions on gains arising from a sale
of equity shares. For details, please see the section entitled “Statement of Tax Benefits”.

Our ability to raise foreign capital may be constrained by Indian law.

As an Indian company, we are subject to exchange controls that regulate borrowing in foreign
currencies. Regulatory restrictions may limit our financing sources for our projects under development
and hence could constrain our ability to obtain financings on competitive terms and refinance existing
indebtedness. In addition, we cannot assure you that the required approvals will be granted to us
without onerous conditions, or at all. Limitations on foreign debt may have an adverse effect on our
ability to raise foreign capital, which in turn may affect our business, prospects, financial condition and
results of operation.

Force majeure events, terrorist attacks or war or conflicts involving India, the United States or other
countries could adversely affect the financial markets and adversely affect our business.

Any major hostilities involving India, the United States or other countries or other acts of violence
including civil unrest or terrorist attacks, or events that are beyond our control, could have an adverse
effect on the operations of services provided in India. Acts of violence may adversely affect global
equity markets as well as the Indian economy and stock markets where our Equity Shares will trade.
Such acts will negatively affect business sentiment as well as trade between countries, which could
adversely affect our business and profitability. The consequences of any armed conflicts are
unpredictable, and we may not be able to foresee events that could have an adverse effect on our
business. Military activity or terrorist attacks could adversely affect the Indian economy by disrupting
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communications and making travel more difficult. Such events could also create a perception that
investments in Indian companies involve a higher degree of risk. This, in turn, could have an adverse
effect on the market for securities of Indian companies, including the Equity Shares, and on the market
for our services.

Natural calamities could have a negative effect on the Indian economy and cause our business to
suffer.

India has experienced natural calamities such as earthquakes, a tsunami, floods and drought in the past
few years. The extent and severity of these natural disasters determines their effect on the Indian
economy. The erratic progress of a monsoon would also adversely affect sowing operations for certain
crops. Further prolonged spells of below normal rainfall or other natural calamities in the future could
have a negative effect on the Indian economy, adversely affecting our business and the price of the
Equity Shares.

The Indian economy has had sustained periods of high inflation.

The majority of our direct costs are incurred in India. In recent years, India’s wholesale price inflation
index has indicated an increasing inflation trend compared to prior periods. We may experience
inflations-driven increases in certain of our costs, such as salaries, travel costs and related allowances,
which are typically linked to general price levels. However, we may not be able to increase the tariffs
that we charge for our products and our services sufficiently to preserve operating margins.
Accordingly, high rates of inflation in India could increase our employee costs and decrease our
operating margins, which could have an adverse effect on our results of operation and financial
condition.

The market price of our Equity Shares may fluctuate due to developments in Indian and global
economy and the volatility of the Indian and global securities market and you may not be able to sell
the Equity Shares at or above the Issue Price or at all.

The trading price of the Equity Shares may fluctuate due to a variety of factors, including our results of
operation and the performance of our business, competitive conditions, general economic, political and
social factors, the performance of the Indian and global economy and significant developments in
India’s fiscal regime, volatility in the Indian and global securities market, performance of our
competitors and the perception in the market about investments in the automotive component
manufacturing sector, changes in the estimates of our performance or recommendations by financial
analysts and announcements by us or others regarding contracts, acquisitions, strategic partnerships,
joint ventures, or capital commitments. Investors’ reactions to developments in one country may have
adverse effects on the market price of securities of companies located in other countries, including
India. For instance, the economic downturn globally has adversely affected market prices in the
world’s securities markets, including the Indian securities markets. Negative economic developments,
such as rising fiscal or trade deficits, or a default on sovereign debt, in other emerging market countries
may affect investor confidence and cause increased volatility in global securities markets and director
or indirectly affect the global economy in general, including India. In addition, if the stock markets in
general experience a loss of investor confidence, the trading price of the Equity Shares could decline
for reasons unrelated to our business, financial condition or operating results. The trading price of the
Equity Shares might also decline in reaction to events that affect other companies in our industry even
if these events do not directly affect us. Each of these factors, among others, could adversely affect the
price of the Equity Shares.

A third party could be prevented from acquiring control of us because of the anti-takeover provisions
under Indian law.

There are provisions in Indian law that may discourage a third party from attempting to take control
over us, even if a change in control would result in the purchase of your Equity Shares at a premium to
the market price or would otherwise be beneficial to you. Under the Takeover Regulations an acquirer
has been defined as any person who, directly or indirectly, acquires or agrees to acquire shares or
voting rights or control over a company, whether individually or acting in concert with others. These
provisions may discourage or prevent certain types of transactions involving an actual or threatened
change in control of us.
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Public companies in India, including our Company, are required to prepare financial statements
under Ind AS. The transition to Ind AS in India is very recent and still unclear and our Company
may be negatively affected by such transition.

Our financial statements, including the Restated Financial Statements included in this Draft Red
Herring Prospectus are prepared in accordance with Indian GAAP and restated in accordance with the
Companies Act, 2013 and the SEBI Regulations. We have not attempted to quantify the impact of
IFRS or U.S. GAAP on the financial data included in this Draft Red Herring Prospectus, nor do we
provide a reconciliation of our financial statements to those of U.S. GAAP or IFRS. U.S. GAAP and
IFRS differ in significant respects from Indian GAAP.

Public companies in India, including our Company, are required to prepare annual and interim financial
statements under Indian Accounting Standard 101 “First-time Adoption of Indian Accounting
Standards” (“Ind AS”). On January 2, 2015, the Ministry of Corporate Affairs, Government of India
(the “MCA”) announced the revised roadmap for the implementation of Ind AS for companies other
than banking companies, insurance companies and non-banking finance companies through a press
release. On February 16, 2015, the MCA issued the Companies (Indian Accounting Standards) Rules,
2015 (the “Indian Accounting Standard Rules”) to be effective from April 1, 2015. The Indian
Accounting Standard Rules provide for voluntary adoption of Ind AS by companies in Fiscal 2015 and,
implementation of Ind AS will be applicable from April 1, 2016 to companies with a net worth of X
5,000 million or more. Accordingly, our Company may have to convert its opening balance sheet as on
April 1, 2016 in accordance with Ind AS. Further, our Company may also be required to convert its
balance sheet as of April 1, 2015 in accordance with Ind AS for preparing comparable financial
statements for the previous year.

Additionally, Ind AS differs in certain respects from IFRS and therefore financial statements prepared
under Ind AS may be substantially different from financial statements prepared under IFRS. There can
be no assurance that our Company’s financial condition, results of operation, cash flow or changes in
shareholders’ equity will not be presented differently under Ind AS than under Indian GAAP or IFRS.
When our Company adopts Ind AS reporting, it may encounter difficulties in the ongoing process of
implementing and enhancing its management information systems. Our management may also have to
divert its time and other resources for successful and timely implementation of Ind AS. There can be no
assurance that the adoption of Ind AS by our Company will not adversely affect its results of operation
or financial condition. Any failure to successfully adopt Ind AS in accordance with the prescribed
timelines may have an adverse effect on the financial position and results of operation of our Company.

Statistical and financial industry data in this Draft Red Herring Prospectus may be incomplete or
unreliable.

We have not independently verified data from industry publications and other third party sources and
therefore cannot assure you that they are complete or reliable. Such data may also be produced on
different bases from those used in other countries. Therefore, discussions of matters relating to India,
its economy in this Draft Red Herring Prospectus are subject to the caveat that the statistical and other
data upon which such discussions are based may be incomplete or unreliable. In addition, internal
company reports have not been verified by independent sources and may be incomplete or unreliable.

The Issue Price of the Equity Shares may not be indicative of the market price of the Equity Shares
after the Issue.

The Issue Price of the Equity Shares will be determined by our Company in consultation with the
BRLMs through the Book Building Process. This price will be based on numerous factors, as described
in the section entitled “Basis for Issue Price” on page 75 and may not be indicative of the market price
for the Equity Shares after the Issue. The market price of the Equity Shares could be subject to
significant fluctuations after the Issue, and may decline below the Issue Price. We cannot assure you
that the investor will be able to resell their Equity Shares at or above the Issue Price.

The Equity Shares have never been publicly traded and the Issue may not result in an active or
liquid market for the Equity Shares. The price of the Equity Shares may be volatile, and you may be
unable to resell the Equity Shares at or above the Issue Price.

Prior to the Issue, there has been no public market for the Equity Shares, and an active trading market
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on the Stock Exchanges may not develop or be sustained after the Issue. Moreover, the Issue Price is
intended to be determined through a book-building process and may not be indicative of the price of
our Equity Shares at the time of commencement of trading of our Equity Shares or at any time
thereafter. Listing and quotation does not guarantee that a market for the Equity Shares will develop, or
if developed, the liquidity of such market for the Equity Shares. The Issue Price of the Equity Shares is
proposed to be determined through a book-building process and may not be indicative of the market
price of the Equity Shares at the time of commencement of trading of the Equity Shares or at any time
thereafter. The market price of the Equity Shares after the Issue may be subject to significant
fluctuations in response to, among other factors, variations in our operating results, market conditions
specific to the automotive component manufacturing sector in India, developments relating to India and
volatility in the Stock Exchanges and securities markets elsewhere in the world.

Holders of Equity Shares may be restricted in their ability to exercise pre-emptive rights under
Indian law and thereby suffer future dilution of their ownership position.

Under the Companies Act, a company incorporated in India must offer its equity shareholders pre-
emptive rights to subscribe and pay for a proportionate number of equity shares to maintain their
existing ownership percentages prior to issuance of any new equity shares, unless the pre-emptive
rights have been waived by the adoption of a special resolution by holders of three-fourths of the equity
shares voting on such resolution.

However, if the law of the jurisdiction that you are in does not permit the exercise of such pre-emptive
rights without our filing an offering document or registration statement with the applicable authority in
such jurisdiction, you will be unable to exercise such pre-emptive rights, unless we make such a filing.
If we elect not to file a registration statement, the new securities may be issued to a custodian, who may
sell the securities for your benefit. The value such custodian receives on the sale of any such securities
and the related transaction costs cannot be predicted. To the extent that you are unable to exercise pre-
emptive rights granted in respect of our Equity Shares, your proportional interests in our Company may
be reduced.

Prominent Notes

1.

Issue of up to 6,300,000 Equity Shares for cash at a price of X [e] per Equity Share (including share
premium of X [e] per Equity Share) aggregating up to X [e] million by our Company. The Issue
comprises of a Net Issue of 6,100,000 Equity Shares to the public aggregating up to X [e] million and a
reservation of 200,000 Equity Shares aggregating up to X [e] million for subscription by Eligible
Employees. The Issue would constitute 29.35% of our post-Issue paid-up Equity Share capital and the
Net Issue to the public would constitute 28.42% of our post-Issue paid-up Equity Share capital.

As of March 31, 2015, our Company’s net worth was X 1,126.57 million as per the Restated Financial
Statements.

As of March 31, 2015, the net asset value per Equity Share was X 74.29 as per the Restated Financial
Statements.

The average cost of acquisition of Equity Shares by our Promoters is as follows:

Name of the Promoter Average cost of acquisition of Equity Shares
Jasvinder Singh % 0.50 per Equity Share
Ranbir Singh % 0.50 per Equity Share
Gurdeep Singh % 0.50 per Equity Share

For further details, please see the section entitled “Capital Structure” on page 58.

Except as stated in the sections entitled “Our Group Companies” and “Related Party Transactions” on
pages 164 and 169, respectively, our Group Company does not have any business or other interest in
our Company.

For details of related party transactions entered into by our Company with the Group Companies during
the last Fiscal, the nature of transactions and the cumulative value of transactions, please see the section
entitled “Related Party Transactions” on page 169.
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There has been no financing arrangement whereby our Promoter Group, our Directors and their
relatives have financed the purchase of Equity Shares by any other person during the period of six
months immediately preceding the date of this Draft Red Herring Prospectus.

Except as disclosed in the section entitled “History and Certain Corporate Matters” on page 133, there
has not been any change in the name of our Company at any time during the last three years
immediately preceding the date of this Draft Red Herring Prospectus. There has been no change in the
object clause of our Memorandum of Association since incorporation.

Bidders may contact the Book Running Lead Managers for complaints, information or clarifications
pertaining to the Issue. All grievances relating to the Issue may be addressed to the Registrar to the
Issue, giving full details such as name, application number, address of the Bidder, number of the Equity
Shares applied for, Bid Amount paid on submission of the Bid cum Application Form and the entity
and centre where the Bid cum Application Form was submitted. All grievances relating to the ASBA
process may be addressed to the Registrar to the Issue with a copy to the relevant SCSB and the
Syndicate Members at the Specified Locations with whom the Bid cum Application Form was
submitted. In addition to the information indicated above, the ASBA Bidder should also specify the
Designated Branch or the collection centre of the SCSB or the address of the centre of the Syndicate
Member at the Specified Locations where the Bid cum Application Form is submitted by the ASBA
Bidder. For contact details of the Book Running Lead Managers and the Registrar to the Issue, please
see the section entitled “General Information” on page 49.
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SECTION I1I: INTRODUCTION
SUMMARY OF INDUSTRY

The information in this section is derived from reports of various government agencies, market research reports
and other publicly available sources. This data may have been reclassified by us for the purpose of
presentation. Unless stated otherwise, information in this section has been included from the ‘Axle Shaft and
Spindle Market” dated September 2015 issued by CRISIL Research, a division of CRISIL Limited (“CRISIL
Report”). Neither we nor any other person connected with the Issue has verified this information. Industry
reports and publications generally state that their accuracy, adequacy or completeness and underlying
assumptions are not guaranteed and their reliability cannot be assured and investment decisions should not be
based on such information. Accordingly, prospective investors are advised not to unduly rely on the information
in this section when making their investment decisions. Please also see the section entitled “Industry Overview”
on page 81.

CRISIL Research, a division of CRISIL Limited (CRISIL) has taken due care and caution in preparing this
report (Report) based on the Information obtained by CRISIL from sources which it considers reliable (Data).
However, CRISIL does not guarantee the accuracy, adequacy or completeness of the Data / Report and is not
responsible for any errors or omissions or for the results obtained from the use of Data / Report. This Report is
not a recommendation to invest/ disinvest in any company covered in the Report. CRISIL especially states that it
has no liability whatsoever to the subscribers / users / transmitters/ distributors of this Report. CRISIL Research
operates independently of, and does not have access to information obtained by CRISIL’s Ratings Division /
CRISIL Risk and Infrastructure Solutions Ltd (CRIS), which may, in their regular operations, obtain
information of a confidential nature. The views expressed in this Report are that of CRISIL Research and not of
CRISIL’s Ratings Division / CRIS. No part of this Report may be published/ reproduced in any form without
CRISIL’s prior written approval.

Overview of the Indian Economy

The size of the Indian economy was ¥125.41 trillion in 2014-15, of which the services sector contributed around
52.5%, industry around 31.3% and remaining 16% was agriculture. During the last ten years, the GDP has
grown at a CAGR of 7.9% with services leading the growth at an average 9%, followed by industrial growth at
8% while agriculture has only grown at 3.6% CAGR in the same period.

Post 2011-12, economic growth plunged due to slowdown in investments, high inflation and weak consumer
sentiments. The average growth during 2011-12 and 2012-13 was a meagre 5.7%, which came down from
around 9% in the earlier years. However, in the last two years there has been a recovery in GDP growth which is
expected to continue in future.

In 2015-16, economic growth is expected to be primarily led by industrial activity as revival in service and
agricultural sectors would remain fragile. Low inflation (due to lower oil prices) and improving income
visibility will support this growth. From an average US$64.1/barrel in May 2015, the price of Brent crude oil
touched a low of US$45/barrel in August 2015. Global crude oil prices are expected to average US$60-65/barrel
in 2015-16, as compared with US$85/barrel in 2014-15, which will ease inflation. This would support
consumption as lower inflation would result in greater real purchasing power. CPI inflation is expected to
average 5.8% in 2015-16, down from 6% in 2014-15.

Automobile Production

Domestic Market - India

Commercial Vehicle

A Commercial Vehicle (“CV”) is used for transporting goods or passengers. In India, 85-88% of vehicles
produced are used to transport goods. Further, most vehicles produced in India are sold in the domestic market,

while only around 11% are exported. The major export markets are South Asian Countries, Middle East, South
East Asia and Africa.

Commercial Vehicles can be classified into three categories based on the vehicle load capacity: (i) Small

Commercial Vehicles (“SCV”); (ii) Light and Medium Duty Trucks (“LMDT”); and (iii) Heavy Duty Trucks
(“HDT”).
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Production review

From Fiscal 2005 to Fiscal 2012, CV sales saw steady growth across all vehicle segments except for Fiscal 2009
when it got impacted due the global financial crisis. Post Fiscal 2012, CV sales declined due to slowdown in
Indian economy.

CV Production growth (‘000 volume terms)
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(Source: CRISIL Research)
Key drivers for commercial vehicles

Improved Industrial activity

Higher agricultural output

Private final consumption expenditure

Uptick in Export Import traffic

Road construction and mining segment growth to drive tipper demand

Commercial vehicle outlook

Over the next five years, commercial vehicle sales are expected to grow due to improvement in industrial
activity, steady agricultural output and strong focus on infrastructure project execution along with continued
capacity constraints in the railways. Implementation of GST in the coming years will further expedite the
evolution of the hub-and-spoke model for transportation in the country, where small CVs are used for last mile
or spoke distribution, and HCVs for hub-to-hub transportation. This is expected to boost CV growth in the
coming years.

Tractor

The tractor is a multi-utility vehicle, used to pull a variety of farm implements for ploughing, planting,
cultivating, fertilising and harvesting crops. While a majority of tractors find usage on farms, they are also used
at construction sites and at airports to transport material and goods.

In India, Tractors are classified into three categories based on their engine power:

. Small tractors (<30 HP)
. Medium-sized tractors (30-40 HP)
. Large tractors (> 40 HP)

Production review

From Fiscal 2010, tractor sales saw strong growth mainly due to easy availability of finance and increase in
minimum support prices, barring Fiscal 2013 when poor monsoon in most parts of the country impacted
agricultural income. In Fiscal 2014, tractor sales rose strongly by 17.9% year-on-year with healthy demand
across regions. Conducive southwest monsoon, strong growth in kharif output, healthy rabi sowing and
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sustained increase in MSPs resulted in robust tractor sales growth. In Fiscal 2015, tractor sales were again
impacted due to deficient rainfall.

Tractor outlook
Domestic demand to grow at a healthy pace till Fiscal 2020

Tractor demand is expected to increase by 9-10% CAGR from Fiscal 2015 to Fiscal 2020 against an estimated
16% CAGR seen from Fiscal 2009 to Fiscal 2014 supported by the following reasons:

e Increase in farm profitability due to:

healthy growth in MSP, albeit at lower pace than in the period between Fiscal 2008 and Fiscal 2013
when MSPs were growing at double digit rates; and

growth in crop yields, due to increase in irrigation intensity leading to increase in crop output.

Migration of labour to urban areas and rural entrepreneurship lead to farm labour shortage.

Increased focus of the government on agriculture through agricultural credit.

Increase in rural development.

Increased availability of finance by:

non-mortgage schemes with private financiers as against mortgage of land earlier;

expansion of private financiers (seen in the East); and

finance for used tractors leading to shortening of replacement cycles (seen in the North).

Major Global Markets — North America
Commercial Vehicle
Production Review

Due the global financial crisis North American CV production had almost halved in CY 2009 from CY 2005
levels. Since CY 2010, the North American commercial vehicle market has improved steadily as the economy
revived, supported by income growth and healthy job creation. In CY 2014, North America accounted for 46%
of all commercial vehicle production worldwide. Around 95% of commercial vehicles produced in North
America are LCVs.

North American market has still not reached pre-2008 global crisis volumes. With strong economic growth in
recent years, near term CV production is expected to grow at a strong pace of around 10%. Going forward, as
the effect of low base wanes, CV production growth is expected to slow down after 2-3 years. Overall,
commercial vehicle production in North America is expected to post 4-5% CAGR between CY 2015 and CY
2020.

Tractor

North America is one of the largest agricultural equipment markets in value terms. It is generally considered to
be a mature market. Agricultural equipment demand over the past decade has been fairly robust due to high crop
prices, which has translated into strong farmer receipts. These high crop prices are the result of government
policies and growing demand in emerging markets.

Production Outlook

Tractor production in North America is expected to expand at around 2% between CY 2015 and CY 2020.
Major Global Markets — Europe

Commercial Vehicle

Production Review

Due the global financial crisis, European CV production declined significantly in CY 2009 from CY 2007 peak
levels. After slight recovery in CY 2010, the CV market has almost remained muted in the last five years as
economic revival in the Eurozone has been slow. In CY 2005, Europe accounted for 15% of all commercial
vehicle production worldwide. In CY 2014, the figure had fallen to 11%. Over the last decade, global CV
production share of China has grown majorly at the expense of Europe.
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Production Outlook

Among major European Union countries; Spain, Germany, France, Italy, Poland are expected to do well in the
near future. In the long term, Turkey, Russia and Eastern European countries will be dynamic although geo-
political tensions may cast a pall. CV production in Europe is expected to post around 5% CAGR between CY
2015 and CY 2020.

Tractor
Production Review

Western Europe is a mature market that has, historically, been a relatively stable source of demand for
agriculture equipment. The tractor market is skewed towards bigger machines and higher HP tractors. Due to
farming technology deployed as well as legislation, <50 HP as well as 4-wheel drive tractors have limited
importance in Europe.

Production Outlook

Overall, tractor production in Europe is expected to remain flat between CY 2015 and CY 2020.
Auto-Component Market

Global Auto Component

The auto component industry accounts for 3.6% of total production of the global manufacturing industry. The
industry is diverse, covering final consumer goods used to supply OEMs and the aftermarket.

In CY 2014, global auto parts production reached about US$1.4 trillion with Asia Pacific having the largest
share with 55.5%, followed by North America (24%) and Europe (14%). The auto component production in
North America is around US$335 billion in size whereas that in Europe is around US$193 billion. In both of
these markets 70-75% of production is for OEMs.

Indian Auto component
Industry overview

Auto components production is driven by consumption by different end-user segments: OEMs, exports and the
replacement market. OEM demand can be further segregated based on the various vehicle segments. In Fiscal
2015, auto components’ consumption in India accounted for 2572 billion, with OEMs accounted for nearly
two-thirds of total auto component consumption. Among OEMs, cars and utility vehicle manufacturers remain
the largest consumers.

Engine parts have the biggest share in auto components production followed by drive transmission, steering
parts and body & chassis. Domestic consumption of rear axle shafts and spindle demand from commercial
vehicles and tractors in India accounts for approximately 2% of drive transmission and steering parts. Further,
rear axle shafts and spindles find usage in construction equipments and sports utility vehicles (“SUVS”). A
significant proportion of these components are exported from India as well.

Auto Component drivers

¢ Revenue growth to be driven by higher OEM off-take.

e Auto component exports to grow with revival in economies of key markets, expansion into new
geographies and support from rupee depreciation.

e  Aftermarket growth to pick up gradually.

Export Market for Auto Component Industry
Recovery in export markets, sourcing from low cost countries to provide momentum for exports

Auto component exports are estimated to record a robust 17-20% CAGR between Fiscal 2015 and Fiscal 2020,
aided by: (i) higher automobile production in key target markets; (ii) penetration potential of Indian players; and
(i) a surge in component sourcing by global automakers from India.
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Over the past decade, India has emerged as the auto component hub for automakers across the globe, given its
relatively lower manufacturing cost. Superior product quality and a shift to high-tech products have helped
Indian component makers compete better with other low-cost destinations and thus boost exports. In the auto
component industry, cost optimization is the most critical factor. Low-cost countries focus on lowering
manufacturing as well as supply chain costs while maintaining quality.

India's credibility has also driven global automakers to increasingly source components from here. A recovery in
North America and Europe, two primary markets with over 50% share, has also driven Indian auto component
exports. Further, India has become a global hub for manufacturing of compact cars launched by global players
like Ford, Volkswagen, Renault and Nissan and export of related components. Even as the above trends coming
years as more global automakers set up shop in India and its automobile exports increase rapidly.

Focus of exports expands to emerging countries with faster growth

Indian auto component makers maximise realisations by exporting over 50% of their output to the NAFTA
region and the EU. Shipments to these regions recorded a CAGR of 13% and 8%, respectively, between Fiscal
2007 and Fiscal 2014. Over the next couple of years, while exports to the NAFTA region are expected
to continue growing strongly amid a recovery in automobile production there, shipments to the EU would
remain stable.

Though the NAFTA region and EU continue to remain key markets, Indian exporters are gradually penetrating
other geographies like Latin America and South-East Asia (see chart below). The emergence of South-East Asia
is also underscored by India becoming an export hub for many global OEMs.

Rear Axle Shaft and Spindle
Domestic Market — India
Review of Rear axle shaft and spindle

The current market size for rear drive axle shaft used in commercial vehicle and tractor produced in India is
around 5.2 billion. In Fiscal 2012, the axle shaft market was at peak because of greater number of CV
production and then onwards it declined due to weak economic activity.

The tractor contributes the highest in terms of volume among the four segments. Further, average realisation of
rear axle shaft of a tractor is higher than that of a CV. So, also in terms of value, the tractor segment contributes
more than double.

The current market size for spindles used in commercial vehicles produced in India is around X1.7 billion. In
Fiscal 2012, the spindle market performed well because of higher CV production. In Fiscal 2014 and Fiscal
2015, the market was subdued because of low CV production contributed by tepid demand and higher financing
cost.

SCV contributes the highest volume in spindle market than any other commercial vehicle segment. But, in terms
of value HDT segment contributes the highest as average realization is higher than that of any other segment.

The axle shaft and spindle manufacturing industry has moderate level of competition. The industry is
characterised by 5-6 large manufacturers like GNA Axles Limited, Talbros Engineering Limited, Kross
Manufacturers, Embross Autocomp Limited, SPM Autocomp Systems Private Limited and a few small players.
Among these, GNA Axles Limited and Talbros Engineering Limited are the leading manufacturers.

Rear axle shaft and spindle outlook

Rear axle shaft and spindle volume is estimated to grow at a CAGR of 11.0% and 11.5%, respectively between
Fiscal 2015 and Fiscal 2020 based on:

e LCV demand is expected to increase by 11-14% CAGR during Fiscal 2015 to Fiscal 2020 on the back
of improved PFCE, growing hub and spoke network, replacement of 3-wheelers and ease in CV
financing.

e Between Fiscal 2015 to Fiscal 2020, MHCV sales are expected to grow by 10-12% CAGR due to the
expected improvement in industrial activity, steady agricultural output and strong focus on
infrastructure project execution along with continued capacity constraints in the Railways.

e Over the long term, tractor sales are expected to grow by 8-10% CAGR, with falling replacement
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cycles, stable farm incomes, and increased focus of the government on agricultural and rural
development.

Other Major Global Market — North America
Review of rear axle shaft and spindle

The current market size for rear axle shafts used in commercial vehicles and tractors produced in North America
is around US$ 864 million. Between CY 2010 and CY 2014, axle shaft production steadily increased, primarily
due to firm recovery in commercial vehicle and tractor production in the region after the global financial crisis.
During this period, axle shaft volume increased at a CAGR of 9.8% while value increased at a CAGR of 8.3%
due to decline in steel prices.

Rear axle shaft and spindle outlook

In North America, rear axle shaft and spindle volume are estimated to post a CAGR of 4.5% and 4.7%,
respectively, between CY 2015 and CY 2020, based on:

e CV production is expected to increase by around 4-5% CAGR between CY 2015 and CY 2020 on the
back of demand for technologically superior vehicles in the face of tightening emission control. As the
macro-economic situation in North America improves, the region will show more demand.

e Tractor production is expected to remain muted during the next five years because of low farm income
due to subdued global grain prices, slow growth of farmland values and abolition of fixed subsidies as
per new U.S. Farm Bill.

Other Major Global Market — Europe
Review of Rear axle shaft and spindle

The current market size for rear drive axle shaft used in commercial vehicles and tractors produced in Europe is
around US$ 239 million. Between CY 2010 and CY 2014, axle shaft market did not grow due to a steep slump
in the production of HCV, despite recovery in LCV and tractor segments. In CY 2014, axle shaft production
level was still a quarter below the pre-crisis peak of 2007. Axle shaft volume declined at a CAGR of 2%
between CY 2010 and CY 2014 while low steel prices led to decline in value terms at a CAGR of 3% during the
same period.

Rear axle shaft and spindle outlook

In Europe, rear axle shaft and spindle volume is estimated to post a CAGR of 4.6% and 5%, respectively,
between CY 2014 and CY 2020 based on:

e CV production is expected to increase by around 4-5% CAGR between CY 2015 and CY 2020 as the
outlook for economic growth in EU has brightened. In the long term, Turkey, Russia and Eastern
European countries are expected to play a dynamic role in automobile manufacturing.

e Tractor production is expected to remain flat over the next five years because of uncertainties in EU
subsidy payments caused by the newly introduced CAP and low cereals and milk prices.
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SUMMARY OF OUR BUSINESS

Overview

Established in 1993, our Company is today among the leading manufacturers of rear axle shafts used in on-
highway and off-highway vehicular segments in India (Source: CRISIL Report). Since our first supplies in 1995
and our first exports in 2002-2003, we have grown to production levels of more than 1.97 million components in
Fiscal 2015. We manufacture and supply a diverse range of rear axle shafts, other shafts and spindles for the on-
highway segment, i.e. for light commercial vehicles (“LCVS”), medium commercial vehicles (“MCVSs”) and
heavy commercial vehicles (“HCVS”) and other transport vehicles such as buses. We also manufacture and
supply a diverse range of rear axle shafts and other shafts for the off-highway segment, i.e. for agricultural
tractors and machinery, forestry and construction equipments, electric carts and other specialty vehicles used in
mining and defense sectors. We also manufacture solid and hollow spindles used in the axle assembly for
various vehicles and equipments in the on-highway segment which we supply to our export customers.

We have a broad customer base for both the on-highway and off-highway segments and our customers are based
in India and overseas. Our customers primarily include original equipment manufacturers (“OEMS”) such as
Mahindra & Mahindra Limited, John Deere, Tractors and Farm Equipment Limited (“TAFE”), and tier-1
suppliers to OEMs such as Automotive Axles Limited, Meritor HVS AB and Dana Limited. In Fiscal 2015, our
domestic sales and export sales constituted 51.67% and 48.33% of our revenue from operations, respectively.
Our domestic customers in the on-highway segment include major tier-1 suppliers such as Automotive Axles
Limited and Dana Limited and HCV manufacturer such as Meritor HVS AB. In the off-highway segment, our
domestic customers include major tractor manufacturers such as Mahindra & Mahindra Limited, TAFE, Escorts
Limited and Claas India Private Limited. We also export rear axle shafts, other shafts and spindles to various
countries including USA, Sweden, Turkey, Brazil, Italy, Germany, Spain, Mexico, Japan, UK, France, China
and Australia. Our major global customers include Meritor HVS AB, John Deere, Transaxle Manufacturing of
America, Dana Limited and Kubota Corporation.

The chart below provides a region-wise break-up of our export sales for Fiscals 2015, 2014, and 2013:

Export Sales (in X millions)
Country Fiscal 2015 Fiscal 2014 Fiscal 2013
North America 993.29 208.57 256.14
Europe 800.15 933.55 681.42
Asia Pacific 97.27 92.49 95.55
South America 167.61 198.70 140.23
Total 2,058.32 1,433.31 1,173.34

We have two manufacturing facilities: Unit | located in village Mehtiana, district Hoshiarpur, Punjab and Unit |1
located at village Gulabgarh Jattan, district Kapurthala, Punjab. Both of our manufacturing facilities are ISO/TS
16949:2009 certified for manufacture of rear axle shafts, other shafts and spindles for automotive applications.
As of March 31, 2015, our manufacturing units have a total annual manufacturing capacity of 2.30 million rear
axle shafts, 0.40 million other shafts and 0.30 million spindles.

Our promoters have an average of 28 years of experience in the engineering and auto component manufacturing
sector. They have been on the Board of our Company since our inception in 1993 and have played a pivotal role
in the innovation, success and growth of our Company.

For Fiscal 2015, our total revenue and our net profit were X 4,306.44 million and X 215.98 million, respectively.

For Fiscal 2015, our total sales was X 4,258.67 million comprising domestic sales of X 2,200.26 million and
export sales of ¥ 2,058.41 million.
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Our Competitive Strengths
We believe that the following are our primary competitive strengths:
1. Among the Leading Manufacturers of Axle Shafts in India

We are among the leading manufacturers of axle shafts for commercial vehicles and off-highway vehicles in
India (Source: CRISIL Report). We also have a considerable presense in export markets which is owed to
experience in the development and manufacturing of axle shafts. We have been supplying components to
domestic customers since 1995 and to overseas customers since 2002. We believe that we have the ability to
compete globally in measurable quality, cost, delivery and technology. With the domestic rear axle shaft market
expected to grow at 13% CAGR over the next five years and with new opportunities expected to open up for
export-oreinted, low cost countries such as India (Source: CRISIL Report), we believe that our leadership
position provides us the platform to benefit from this growth, both domestically and globally.

2. Diverse Product Range of Axle Shafts and Spindles

We currently manufacture a large variety of rear axle shafts, ranging from 1.5 kg to 65 kg and have the capacity
to manufacture rear axle shafts of up to 165 kg input weight. We have established a strong presence across
various automotive segments including commercial vehicles and off-highway vehicles. In addition, we
manufacture a range of spindles and other shafts for automotive application.

We believe that we are insulated to a degree against fluctuation in demand for a specific product because of the
wide range of products that we currently offer and our ability to develop new products required by our
customers. We believe that our in-house engineering department and the research and development activities
that we undertake in each of our product divisions enable us to continuously innovate and develop new products
and processes.

3. Strong Long Term Customer Relationships and Diversified Customer Base

We believe that we have a strong and established relationship with our customers. Certain of our domestic
customers such as Mahindra & Mahindra Limited have been our customers since 1995. Further, we have
supplied axles to some of our overseas customers for more than a decade.

Our customers include global OEMs and tier-1 suppliers such as Dana Limited (USA, Mexico and Brazil), John
Deere (Spain and USA), Kubota Corporation (Japan) and Meritor HVS AB (Sweden, Italy, Brazil, USA), as
well as leading Indian OEMSs and tier-1 suppliers such as Claas India Private Limited, TAFE, International
Tractors Limited, Escorts Limited, Axles India Limited, Automotive Axles Limited and Mahindra & Mahindra
Limited. We have a long standing relationship with Mahindra & Mahindra Limited and John Deere, which are
our two largest customers in the off-highway segment in India, and Automotive Axles Limited which is our
largest customer in the on-highway segment in India. We have partnered with many of our key customers in the
product development process, enabling our products to meet the exact specifications provided by the customers
and to ensure repeat orders.

Our long term relationships with our key customers allow us to understand and cater to their diverse
requirements, including the development of new products. Further, it gives us an opportunity to cross sell to
them in other vehicle and equipment segments into which they may diversify. For example, we are supplying
components to Escorts, International Tractors Limited and John Deere for tractors, construction equipments and
agriculture equipments. This also gives us an opportunity to grow our sales in line with the growth of our
clients.

Given our experience in supplying components in 13 countries across five continents, we believe we are well
positioned to seek new clients across the globe.

4. Manufacturing Facilities with Large Capacity and Modern Machinery
We presently own two manufacturing facilities: Unit | located in village Mehtiana, district Hoshiarpur, Punjab
and Unit 1l located at village Gulabgarh Jattan, district Kapurthala, Punjab. Our total manufacturing capacity as

on March 31, 2015 was 2.30 million rear axle shafts, 0.40 million other shafts and 0.30 million spindles
annually.
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Our manufacturing capabilities provide us with the following distinct advantages:

o We have integrated facilities from forging to finished products under one roof which gives us
economies of scale.

. Our large scale capacity allows us to service customer requirements in a timely and efficient manner
and we have the flexibility to produce different ranges of customised products.

o We have full service capabilities across the product manufacturing value chain, including engineering,
forging, machining, and quality testing. All processes from materials receipt, forging, heat treatment,
machining, induction hardening and packaging are located under one roof resulting in better efficiency;

. Both of our manufacturing facilities are located in rural areas where unskilled manpower is easily
available at economical cost and we believe we have a low attrition rate; and

. Our manufacturing facilities are located near to facilities of some of our large customers such as
International Tractors Limited, Mahindra & Mahindra (Swaraj division), Escorts Limited and New
Holland Limited which we believe results in lower transportation and logistics cost. Besides this, our
Company makes part of its exports through dry port located at Ludhiana which is situated at a distance
of approximately 60 kms from our manufacturing facilities.

5. Highly Qualified Management and Skilled Employee Base

We are led by a management team and staffed with employees who have significant experience in our industry.
Our Executive Chairman, Mr. Rachhpall Singh, and Managing Director, Mr. Gursaran Singh, have been
involved in the automotive component industry since 1970 and our Promoters have an average of approximately
28 years experience in engineering and auto-component sector and our Key Management Personnel are also
experienced in the engineering industry. The majority of our Key Management Personnel have been employed
with our Company for over ten years and have contributed towards growth of our Company. Through their
commitment and experience, we believe our management team has established a good reputation and name for
our Company in India and overseas.

We have been focused on the recruitment, training and retention of a highly skilled employee base. As of June
30, 2015, we have 958 employees including 115 engineers and engineering diploma holders. This coupled with
continuous on-site learning and training programmes has helped us to develop and adopt new technologies,
maintain high productivity and achieve faster product development cycle.

6. Strong Engineering, Product Development and Technological Capabilities

We place strong emphasis on engineering and product development to enhance our product range and improve
our manufacturing processes. We have in-house metallurgical and metrological laboratories and we believe that
we have developed strong product design capabilities and short product lead time which allows us to service our
customers more effectively and in a timely manner. We have offered a number of cost reduction and value
engineering proposals to our customers on the basis of in-house improvements in manufacturing processes
which resulted in low input cost and low operation cost. For example, one of our large customers, Mahindra &
Mahindra Limited, has given us a cost reduction efficiency (CRE) performance award. We have also received
Best Supplier award from TAFE and Commendable Performance award from John Deere. For further details of
the awards received from our customers, please see “— Awards and Recognition” on page 128.

7. Consistent Financial Performance and Strong Financial Position

Our increasingly diversified geographical presence, use of modern manufacturing facilities and a broad
customer base for both the on-highway and off-highway vehicular segments has led us towards sustained growth
in financial indicators including our revenue and profits, as well as a consistent improvement in our balance
sheet position in the last five Fiscals. We have achieved growth in our total revenue from Fiscal 2010 to Fiscal
2015 by CAGR of 6.63%. While there was a slowdown in the domestic tractor industry in Fiscal 2015, we have
increased our total revenue by X 263.96 million from X 4,015.78 million for Fiscal 2014 to X 4,258.67 million
for Fiscal 2015 and our profit after tax by X 83.33 million from X 132.65 million for Fiscal 2014 to ¥ 215.98
million for Fiscal 2015 primarily on account of high growth in export sales. We believe that we have achieved
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this position due to regular capacity augmentation in plant and machinery, acquisition of new customers and
diversification of our customer base in the domestic and international markets, improvement in share of business
with some of our key customers and optimizing costs of sourcing raw materials and other fixed costs. We have
undertaken a number of cost control measures to improve our results of operations including value engineering
in terms of better die design to reduce the input weight of the component which results in saving in raw material
consumption, shifting of pre forging heating from furnace oil to electricity thus reducing the burning losses,
standardization of tools to obtain maximum tool life and other process improvements resulting in overall
efficiency in manufacture.

Our Key Strategies
The key elements of our strategy are as follows:
1. Focus on Exports from India

As the globalisation trend continues and barriers to trade in various markets are reduced across the world, we
believe that an export oriented strategy will continue to offer us business advantages. We intend to leverage the
low cost advantages of manufacturing in India. We have seen an increasing trend in export sales in Fiscals 2015
and 2014. For further details of future prospects regarding export markets, please see the section entitled
“Industry Overview — Auto Component — Rear Axle Shaft and Spindle — Other Major Global Markets” on page
107. We also aim to capitalise on the available tax incentives provided by the Government of India, such as
export promotion capital goods and duty drawback schemes, to offer cost advantages to our overseas customers.
We aim to work closely with the global sourcing offices of our overseas customers to develop relationships and
enhance our global customer base. For this purpose, our senior management including our Promoters interact
regularly with the management of our key overseas customers. We believe that we can take advantage of the
existing relationships with overseas customers and expand these relationships into other product segments.

2. Diversify Product Portfolio and Expand Customer Base

Our Company will continue its focus on development of new products as well as expanding our existing lines of
products. For example, we are currently developing products such as heavy axle shafts for off-highway segment.

We also intend to continue to diversify our customer base. Our top ten domestic customers contributed to
89.06% of our domestic sales, for Fiscal 2015 as compared to 94.32% of our net sales, for Fiscal 2014. Our top
five overseas customers constituted 91.32% of our export sales for Fiscal 2015 as compared to 91.94% of our
net sales for Fiscal 2014. We believe that there will be a growth in the Indian agricultural tractor segment and
we intend to maintain our strong position in this segment.

We will continue to maintain our relationships with leading domestic and international OEMs and tier-1
suppliers and seek opportunities to supply our products to them in new geographies. As part of our plan for
expansion of our customer base, we propose to diversify our product portfolio to include new components that
we are developing. We aim to supply the new components both to our existing customers as well as new
customers.

3. Continue to Focus on Quality, Cost Reduction and Delivery

Our commitment to focus on quality, cost reduction and adherence to delivery schedules is evidenced by the
following key initiatives:

. Our focus on quality is exemplified through the ISO/TS-16949:2009 certifications that we have
obtained for both our manufacturing units, with respect to our manufacturing processes. 1SO/TS
16949:2009 are applicable to sites of the organization where customer specified parts are
manufactured.

) All of our manufacturing processes are carried out in-house, which also allow us to monitor the quality
of our manufactured products, control our production costs and maintain our delivery schedules.

. Certain of our employees have been trained and certified with Six Sigma Certified Black Belts (Level
I). Such training and certifications help to improve the efficiency and reliability of our manufacturing
processes across our manufacturing facilities.
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. We have undertaken several initiatives to reduce costs such as value engineering at die making to
reduce the cost of input material, optimising tool consumption by using designated tools for designated
processes, shifting of heating from furnace oil/diesel to electricity to minimise the burning losses in
forging and certain of our forging facilities are robotised to increase their capacity utilisation.

o We also focus on our relationships with vendors to ensure that our quality, costs and delivery
objectives are met and we have taken steps such as regular vendor audits for this purpose.

. We have a centralised approach towards sourcing and vendor management, which ensures that we gain
economies of scale in raw material procurement, especially with respect to our most important raw
material, steel.

. We focus on packaging of products according to our customers’ requirements and with due
consideration to the mode of transportation and destination which allows us to ensure timely deliveries.

4. Rationalisation of plant and machinery, investment in new machines and increased automation to
enhance capacity optimisation

Our Company has full service capabilities across the product manufacturing value chain, including engineering,
forging, machining, and quality testing. Each of these processes is systemised and most processes are carried out
under one roof, which strengthens our capacity to meet customer demands satisfactorily and in accordance with
delivery schedules. For example, our Company’s presses offer us the capability to produce a range of forgings
of up to 165 kg input weight, enabling us to meet bespoke customer demands and deliver products of high
quality. We will continue to further rationalise our production processes to enhance capacity and increase
efficiency in each stage of production.

To achieve further rationalisation, we intend to acquire new machinery to bolster our machining facilities and
ensure that there are no bottlenecks in our production lines. We aim to purchase new machinery to be installed
in all of our manufacturing processes which will expand our capacity. We plan to acquire machinery in machine
shop and heat treatment shop for optimum capacity utilization of forging presses already installed such as screw
press and deep extrusion press for spindles. We also plan to purchase machinery in forging, heat treatment and
machine shop for additional capacity build-up for axle shaft business of our Company. We also plan to purchase
service equipments such as fork lifters and DG sets. For an indicative list of the plant and machinery proposed
to be purchased by our Company, please see the section entitled “Objects of the Issue — Details of Utilisation of
Net Proceeds — Purchase of Plant and Machinery” on page 69. Installation of new machinery will help us take
advantage of economies of scale and will reduce our production time and costs.

Our Company has taken steps towards better utilisation of resources and maximising efficiency by increasing
automation in the forging and machining processes. Our Company uses IT enabled business processes such as
advanced computer aided design and analysis capabilities which accommodate a range of customer
specifications. Our forging facilities such as screw press with direct drive and extrusion press are supported by
robots. We intend to further invest in achieving greater levels of automation by acquiring automatic line for the
sawing of round and square bars, fully automatic grinder and polisher and industrial robots such as IRB
7600/500kg. We intend to invest in automation for most stages of our production process to ensure optimal use
of resources, reduction of industrial risk to human workers, economies of scale and significantly higher
precision in the overall manufacturing and design of products.
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SUMMARY OF FINANCIAL INFORMATION

RESTATED STATEMENT OF ASSETS AND LIABILITIES

(Rs in Millions)
Sr No Particulars As at March 31,
2015 2014 2013 2012 2011
A. |Equity & Liabilities
Shareholders’ Fund
(a) Share Capital
- Equity Share Capital 151.65 151.65 151.65 151.65 151.65
- Preference Share Capital - - - - -
(b) Reserve & Surplus 976.42 763.97 633.58 585.44 417.12
Total Shareholders’ Fund 1128.07 915.62 785.23 737.09 568.77
B Minority Interest - - - - -
C Non-Current Liabilities
(a) Long Term Borrowings 605.80 546.18 430.67 258.07 251.95
(b) Deferred Tax Liabilities (Net) 60.12 126.19 113.27 33.70 14.59
(c) Other Long Term Liability - 160.54 - - -
(d) Long Term Provisions - - - - -
Total Non-Current Liabilities 665.92 832.91 543.94 291.77 266.54
D Current Liabilities
(a) Short Term Borrowings 691.88 579.62 574.20 468.28 428.14
(b) Trade Payables 1477.97| 1224.33| 1082.10 936.58 945.11
(c) Other Current Liabilities 278.10 257.89 144.70 150.80 131.08
(d) Short-Term Provisions 22.68 8.14 48.60 90.00 -
Total Of Current Liabilities 2470.63| 2069.98| 1849.60| 1645.66| 1504.33
Total of A+B+C+D 4264.62| 3818.51| 3178.77| 2674.52| 2339.64
E Assets
Non-Current Assets
(a) Fixed Assets
- Tangible Assets 1593.31| 1450.63| 1076.00 881.33 829.08
- Intangible Assets - - - - -
-Capital Work In Progress 4.24 240.01 289.36 72.22 24.50
1597.55| 1690.64| 1365.36 953.55 853.58
(b) Non-Current Investments - - - - -
(c) Long-Term Loans & Advances 140.92 128.91 17.04 20.60 14.03
(d) Other Non-Current Assets 1.50 - - - -
Total Non-Current Assets 1739.97| 1819.55| 1382.40 974.15 867.61
F Current assets
(a) Inventories 919.36 612.46 529.49 531.13 519.53
(b) Trade Receivables 1218.52| 1113.46 866.18 847.74 788.92
(c) Cash And Bank Balances 4.22 5.21 14.94 8.18 13.59
(d) Short-Term Loans And Advances 86.59 19.30 136.12 105.36 41.54
(e) Other Current Assets 295.96 248.53 249.64 207.96 108.45
Total Current Assets 2524.65| 1998.96| 1796.37| 1700.37| 1472.03
Total of E+F 4264.62| 3818.51| 3178.77| 2674.52| 2339.64
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RESTATED STATEMENT OF PROFIT & LOSS

(Rs in Millions)
Particulars As at March 31,
2015 2014 2013 2012 2011

Income
Revenue from Operations 4,258.67| 4,015.78| 3,460.66| 3,934.35| 3,076.37
Other Operating Revenue
Export Incentives 42.11 24.24 28.57 51.97 27.85
Other Income 5.66 2.46 1.28 0.34 20.37
Total Revenue 4,306.44| 4,042.48| 3,490.51| 3,986.66| 3,124.59
EXxpenses
Raw Material Consumed 2,934.04| 2,779.21| 2,313.07| 2,741.21| 2,229.84
Change In Inventories -148.94 -42.20 2451 -48.96 -68.50
Employee Benefits Expenses 208.06 193.10 161.16 138.40 111.27
Other Expenses 703.46 602.20 552.13 638.24 506.33
Depreciation & Amortisation 229.82 173.62 136.25 123.96 117.21
Finance Cost 172.59 151.88 127.08 115.36 92.49
Total Expenses 4,099.03| 3,857.81| 3,314.20| 3,708.21| 2,988.64
Restated Profit Before Tax 207.41 184.67 176.31 278.45 135.95
Tax Expenses
Current Tax -57.50 -39.10 -48.60 -90.00 -47.50
Deferred Tax ( Credit ) Charge 66.07 -12.92 -79.57 -19.11 -14.59
MAT Credit Entitlement
Total Tax Expenses 8.57 -52.02| -128.17| -109.11 -62.09
Restated Profit For The Period 215.98 132.65 48.14 169.34 73.86
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RESTATED STATEMENT OF CASH FLOWS

(Rs in Millions)

Particulars As at March 31,

2015 2014 2013 2012 2011

CASH FLOW FROM OPERATING

ACTIVITIES

Net profit before tax ( as restated) 207.41| 184.67| 176.31| 278.45| 135.95
Adjustments to reconcile profit before tax to net

cash flow

Depreciation & amortisation 229.82| 173.63| 136.25| 123.96| 117.21
Loss on sale of assets - 0.40 - 0.26 0.03
Interest paid 160.57| 145.38| 117.63| 104.86 86.00
Interest received -5.60 -2.36 -1.19 -0.25 -0.32
Rent received -0.06 -0.10 -0.10 -0.10 -0.06
Operating profit before working capital changes 592.14| 501.62| 428.90| 507.18| 338.81
(Increase)/ Decrease in inventories -306.90| -82.97 1.64| -11.60| -116.21
(Increase)/ Decrease in trade receivable -105.06| -247.29| -18.43| -58.82| -204.71
(Increase)/ Decrease in trade short term loan & -67.29| 116.83| -30.76| -63.82 -3.86
advances

(Increase)/ Decrease in other current assets -47.43 1.11] -41.68| -99.51 -2.45
Increase/ (Decrease) in trade payable 253.64| 142.23| 14552 -8.53| 260.61
Increase/ (Decrease) in current liabilities -2.54 9.57 5.89 13.30| -10.13
Increase/ (Decrease) in short term provisions 1454 -40.46| -41.40 90.00| -13.26
Cash generated from operations 331.10| 400.64| 449.68| 368.20| 248.80
Income tax paid -61.03| -41.36| -48.60| -91.02| -47.54

Net cash generated from operating activities (A) 270.07| 359.28| 401.08| 277.18| 201.26

CASH FLOW FROM INVESTING

ACTIVITIES

Purchase of tangible fixed assets include Capital -136.72| -501.53| -548.06| -225.73| -144.40
WIP

Sale of fixed assets - 2.20 - 1.52 1.13
Increase in other noncurrent assets -1.50 - - - -
Interest received 5.60 2.36 1.19 0.25 0.32
Rent received 0.06 0.10 0.10 0.10 0.06
Increase in long term loans & advances -12.02| -111.86 3.56 -6.57 -
Net cash generated used in investing activities -144.58| -608.73| -543.21| -230.43| -142.89
(B)

CASH FLOW FROM FINANCING

ACTIVITIES

Proceeds from long term borrowings 133.56| 487.78| 280.71| 126.24 85.89

Repayment of long term borrowings & Long term -211.73| -108.11| -120.11| -113.68| -71.33
liabilities

Increase/ decrease in cash credits & Packing credits 112.26 5.42| 105.92 40.14 6.60

Interest Paid -160.57| -145.37| -117.63| -104.86| -86.00
Net cash generated from/(used in) financing -126.48| 239.72| 148.89| -52.16| -64.84
activities (c)

Net increase/(decrease) in cash & bank balances -0.99 -9.73 6.76 -5.41 -6.47
(A+B+C)

Cash & Cash equivalents at the beginning of period 5.21 14.94 8.18 13.59 20.06
Cash & Cash equivalents at the end of period 4.22 5.21 14.94 8.18 13.59
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THE ISSUE

The following table summarizes the Issue details:

Issue®

Up to 6,300,000 Equity Shares aggregating up to X [e]
million

of which:

Employee Reservation Portion®

Up to 200,000 Equity Shares aggregating up to X [e]
million

Net Issue

Up to 6,100,000 Equity Shares aggregating up to X [e]
million

A) QIB Portion @ ©)

Not more than 3,050,000 Equity Shares

of which

Anchor Investor Portion

1,830,000 Equity Shares

Balance available for allocation to QIBs other than
Anchor Investors (assuming Anchor Investor Portion
is fully subscribed)

1,220,000 Equity Shares

of which:

Available for allocation to Mutual Funds only (5% of
the QIB Portion (excluding the Anchor Investor
Portion))®

61,000 Equity Shares

Balance of QIB Portion for all QIBs including Mutual
Funds

1,159,000 Equity Shares

B) Non-Institutional Portion®

Not less than 915,000 Equity Shares

C) Retail Portion®

Not less than 2,135,000 Equity Shares

Pre-lIssue and post-lssue Equity Shares

Equity Shares outstanding prior to the Issue

15,165,400 Equity Shares

Equity Shares outstanding after the Issue

21,465,400 Equity Shares

Utilisation of Net Proceeds

For details, please see the section entitled “Objects of
the Issue” on page 68

Allocation to Bidders in all categories, except the Retail Portion and the Anchor Investor Portion, if any, shall be

made on a proportionate basis.

@)

resolution passed on June 20, 2015.
®

The Issue has been authorised by the Board pursuant to its resolution passed on June 9, 2015 and the Shareholders pursuant to the

Under-subscription, if any, in any category, except in the QIB Portion, would be allowed to be met with spill over from any other

category or combination of categories of Bidders at the discretion of our Company, in consultation with the BRLMs and the

Designated Stock Exchange.
®

Our Company may, in consultation with the BRLMs, allocate up to 60 % of the QIB Portion to Anchor Investors on a discretionary

basis. One-third of the Anchor Investor Portion shall be reserved for domestic Mutual Funds, subject to valid Bids being received from
domestic Mutual Funds at or above the price at which allocation is being done to other Anchor Investors. For details, please see the

section entitled “Issue Procedure” on page 257.
@)

Subject to valid Bids being received at, or above, the Issue Price.
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GENERAL INFORMATION

Our Company was incorporated as G N A Axles Limited on September 6, 1993, at Jalandhar, as a public limited
company under the Companies Act, 1956. Our Company obtained a certificate of commencement of business on
April 5, 1994. For details of the business of our Company, please see the section entitled “Our Business” on

page 114,

Registered Office and Registration Number of our Company

GNA House

1-C, Chhoti Baradari — Part 11
Garha Road, Opposite Medical College

Jalandhar 144 001
Tel: 0181 463 0477
Fax: 0181 463 0477

Website: www.gnagroup.com
Corporate Identity Number: U29130PB1993PLC013684
Registration Number: 013684

Corporate Office

VPO Mehtiana

Phagwara-Hoshiarpur Road
District Hoshiarpur 146 001

Address of the RoC

Our Company is registered with the Registrar of Companies, Chandigarh and Shimla, Punjab, Chandigarh and
Himachal Pradesh which is situated at the following address:

Corporate Bhawan
Plot No.4 B

Sector 27 B, Madhya Marg

Chandigarh 160 019

Board of Directors

The Board of Directors comprises the following Directors:

Name Designation DIN Address
Rachhpall Singh Chairman and Executive |00806002 Bundala, Post Bundala, Jalandhar 144 034
Director

Gursaran Singh Managing Director 00805558 Kot Kalan, Jalandhar 144 024

Jasvinder Singh | Joint Managing Director |01831572 GNA House, Old Phagwara Road, Kot

Seehra Kalan, Jalandhar 144 024

Ranbir Singh Executive Director 01572708 GNA House, Old Phagwara Road, Kot
Kalan, Jalandhar 144 024

Gurdeep Singh Non-Executive, Non- 01572748 GNA House, Old Phagwara Road, Kot

Independent Director Kalan, Jalandhar 144 024

Harwinder  Singh | Executive Director 03522842 GNA House, Old Phagwara Road, Kot

Sehra Kalan, Jalandhar 144 024

Kulwin Sehra Executive Director 03522812 GNA House, Old Phagwara Road, VPO Kot
Kalan, Jalandhar 144 024

Anish Kumar | Independent Director 01062917 H. No. B-7/413, Old Nawanshahr Road,

Dhingra Phillaur, Jalandhar 144 410

Jasminder Singh | Independent Director 06933082 682-L, Model Town, Jalandhar 144 001

Johal

Vikas Uppal Independent Director 00796828 Bharti Engg. Corporation, 32 Industrial
Area GT Road Phagwara 144 401

Geeta Khanna Independent Director 07206191 House No 77/33, Green Model Town,

Jalandhar 144 003
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Name Designation DIN Address
Retired Air | Independent Director 07196966 House No 206, Nehru Garden Road,
Commodore Jalandhar, 140 001
Shailindra ~ Singh
Kaushik
Dilsher Singh Bhatti | Independent Director 07204555 Bhatti Cold Storage, Village Alipur, PO
Mithapur, Jalandhar 144 022
Manbhupinder Independent Director 03298665 H. No 26, Mall Road, Jalandhar Cantt, 144
Singh Atwal 005

For further details of our Directors, please see the section entitled “Our Management” on page 138.
Company Secretary and Compliance Officer

Gourav Jain is the Company Secretary and the Compliance Officer of our Company. His contact details are as
follows:

Gourav Jain

GNA Axles Limited

VPO Mehtiana

Phagwara Hoshiarpur Road
District Hoshiarpur 146 001
Tel: 01882 262273

Fax: 01882 262302

E-mail: gjain@gnagroup.com

Chief Financial Officer
Rakesh Kumar is the Chief Financial Officer of our Company. His contact details are as follows:

Rakesh Kumar

GNA Axles Limited

VPO Mehtiana

Phagwara Hoshiarpur Road
District Hoshiarpur 146 001
Tel: 01882 262273

Fax: 0188 2262302

E-mail: rakesh@gnagroup.com

Bidders can contact the Company Secretary and Compliance Officer or the BRLMSs or the Registrar to
the Issue in case of any pre-Issue or post-lssue related problems such as non-receipt of letters of
Allotment, credit of Allotted Equity Shares in the respective beneficiary account and refund orders.

Book Running Lead Managers

PNB Investment Services Limited
11" Floor, Dalamal House

Nariman Point

Mumbai 400 021

Tel: 022 4347 4031

Fax: 022 2284 0854

E-mail: gna.ipo@pnbisl.com

Investor grievance e-mail: complaints@pnbisl.com
Website: www.pnbisl.com

Contact Person: Vinay Rane

SEBI Registration No.: INM000011617

Ambit Corporate Finance Private Limited

Ambit House
449, Senapati Bapat Marg

50



tel:01882-262273-79
mailto:gjain@gnagroup.com
tel:01882-262273-79
http://www.pnbisl.com/

Lower Parel

Mumbai 400 013

Tel: 022 3982 1819

Fax: 022 3982 3020

E-mail: gnaipo@ambitpte.com

Investor grievance e-mail: customerservicemb@ambitpte.com
Website: www.ambit.co

Contact Person: Sandeep Sharma

SEBI Registration Number: INM000010585

Indian Legal Counsel to the Issue

Cyril Amarchand Mangaldas
4" floor, Religare Building
D-3, District Centre

Saket

New Delhi 110 017

Tel: 011 6622 9000

Fax: 011 6622 9009

Statutory Auditors to our Company

M/s G.S. Syal & Co., Chartered Accountants
Syal House 470

Lajpat Nagar Market

Jalandhar 144001

Tel: 0181 2235 501; 0181 2235 505

Fax: 0181 2235 506

E-mail: info@syaltax.com

Firm Regstration No.: 00457N

Registrar to the Issue

Link Intime India Private Limited
C-13, Pannalal Silk Mills Compound
L.B.S Marg, Bhandup (West)

Mumbai 400 0078

Tel: 022 6171 5400

Fax: 022 2596 0329

E-mail: gna.ipo@linkintime.co.in
Investor grievance e-mail: gna.ipo@linkintime.co.in
Website: www.linkintime.co.in
Contact Person: Shanti Gopalkrishnan
SEBI Registration No.: INR0O00004058

All grievances relating to the Issue may be addressed to the Registrar to the Issue, giving full details, such as
name, application number, address of the Bidder, number of the Equity Shares applied for, the Bid Amount paid
on submission of the Bid cum Application Form and the entity with which, and the centre where, the Bid cum
Application Form was submitted.

All grievances relating to the ASBA process may be addressed to the Registrar to the Issue with a copy to the
relevant SCSB and the Syndicate Members at the Specified Locations or the Registered Broker at the Broker
Centres with whom the Bid cum Application Form was submitted. In addition to the information indicated
above, the ASBA Bidder should also specify the Designated Branch or the collection centre of the SCSB or the
address of the centre of the Syndicate Member at the Specified Locations and if applicable, the Registered
Broker at the Broker Centre where the Bid cum Application Form was submitted by the ASBA Bidder.

Further, with respect to the Bid cum Application Forms submitted with the Registered Brokers, the investor

shall also enclose the acknowledgment from the Registered Broker in addition to the documents/information
mentioned hereinabove.
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Bankers to our Company

Punjab National Bank Central Bank of India

GT Road Railway Road

Goraya 144 409 Phagwara 144 401

Tel: 01826 262722 Tel: 01824 260361

Fax: 01826 262722 Fax: 01824 260361

E-mail : BO0185@pnb.co.in E-mail: bmjala0352@centralbank.co.in
Website: www.pnbindia.in Website: www.centralbankofindia.co.in
Contact Person: S.K Mann Contact Person: Rakesh Gupta

Bankers to the Issue and Escrow Collection Banks
[e]

Refund Bank(s)

[e]

Self Certified Syndicate Banks

The list of banks that have been notified by SEBI to act as the SCSBs for the ASBA process is provided on the
website of SEBI at http://www.sebi.gov.in/sebiweb/home/list/5/33/0/0/Recognised-Intermediaries. For details of
the Designated Branches which shall collect Bid cum Application Forms from the ASBA Bidders, refer to the
above-mentioned link. Further, the branches of the SCSBs where the Syndicate at the Specified Locations could
submit the Bid cum Application Form are provided on the aforementioned website of SEBI.

Registered Brokers

Bidders can submit Bid cum Application Forms in the Issue using the stock broker network of the Stock
Exchanges, i.e., through the Registered Brokers at the Broker Centers. The list of the Registered Brokers,
including details such as postal address, telephone number and e-mail address, is provided on the websites of the
BSE and the NSE at http://www.bseindia.com/Markets/Publiclssues/brokercentres_new.aspx?expandable=3 and
http://www.nseindia.com/products/content/equities/ipos/ipo_mem_terminal.htm, respectively. In relation to
ASBA Bids submitted to the Registered Brokers at the Broker Centres, the list of branches of the SCSBs at the
Broker Centres named by the respective SCSBs to receive deposits of the Bid cum Application Forms from the
Registered Brokers will be available on the website of the SEBI at www.sebi.gov.in.

Monitoring Agency

There is no requirement to appoint a monitoring agency for the Issue, as the Issue is expected to be for an
amount less than X 5,000 million.

Credit Rating

As this is an issue of Equity Shares, there is no credit rating required for the Issue.
Experts

Except as stated below, our Company has not obtained any expert opinions:

Our Company has received written consent from the Statutory Auditors namely, M/s. G.S. Syal & Co.,
Chartered Accountants, to include its name as required under Section 26(1)(a)(v) of the Companies Act, 2013 in
this Draft Red Herring Prospectus and as an “expert” as defined under section 2(38) of the Companies Act, 2013
in respect of the examination report of the Statutory Auditors on the Restated Financial Statements dated
September 10, 2015 and the statement of tax benefits dated September 10, 2015 included in this Draft Red
Herring Prospectus and such consents have not been withdrawn as on the date of this Draft Red Herring
Prospectus. However, the term “expert” shall not be construed to mean an “expert” as defined under the
Securities Act.
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Appraising Entity

None of the objects for which the Net Proceeds are proposed to be utilised have been appraised by any agency.

Trustees

As this is an Issue of Equity Shares, the appointment of trustees is not required.

Inter-se allocation of responsibilities between the BRLMs.

The following table sets forth the inter-se allocation of responsibilities for various activities among the BRLMs
for the Issue:

Sr. Activities Responsibility | Co-ordinator
No.
Capital structuring with relative components and formalities such | PNBISL PNBISL
1. as type of instruments, etc. Ambit
Pre Issue: Due diligence on the Company, DRHP Drafting, | PNBISL, PNBISL
2. compliance and completion of prescribed formalities with the | Ambit
Stock Exchanges, RoC and SEBI including finalisation of RHP,
Prospectus and SEBI, RoC filing and co-ordination of all
agreements namely the Issue agreement, Registrar agreement,
Syndicate agreement, Escrow agreement and Underwriting
agreement.
Co-ordinating approval of all statutory advertisements in relation to | PNBISL, PNBISL
3. the Issue. Ambit
Co-ordinating approval of all publicity material other than statutory | PNBISL, Ambit
4. advertisement as mentioned above including corporate | Ambit
advertisement, brochure, etc.
Appointment of other intermediaries including Bankers to the | PNBISL, PNBISL
5. Issue, Printers and PR Agency; Registrar, Grading and Monitoring | Ambit
Agency, as applicable.
Non-Institutional and Retail Marketing of the Issue, which will | PNBISL, Ambit
6. cover, inter alia: Ambit
e  Formulating marketing strategies, preparation of publicity
budget;
e  Finalising Media and PR strategy
e  Finalising centres for holding conferences for brokers etc.
e  Follow-up on distribution of publicity and Issue material
including form, prospectus and deciding on the quantum of
the Issue material; and finalising collection centres.
International Institutional Marketing of the Issue, which will cover, | PNBISL, Ambit
7. inter alia, Ambit
e  Finalising the list and division of investors for one to one
meetings; and
o  Finalising road show schedule and investor meeting
schedules.
Domestic Institutional Marketing of the Issue, which will cover, | PNBISL, Ambit
8. inter alia, Ambit
e  Finalising the list and division of investors for one to one
meetings; and
e  Finalising road show schedule and investor meeting
schedules
Preparation of the roadshow presentation and FAQ PNBISL, Ambit
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Sr. Activities Responsibility | Co-ordinator
No.

9. Ambit

Finalisation of pricing in consultation with the Company and | PNBISL, Ambit
10. managing the book Ambit

Co-ordination with the Stock Exchanges for book building | PNBISL, Ambit
11. software, bidding terminals and mock trading Ambit

Post-Bidding activities —anchor coordination, management of | PNBISL, PNBISL

12. escrow accounts, co-ordination of non-institutional and | Ambit
institutional allocation, intimation of allocation and dispatch of
refunds to Bidders, etc. The Post Issue activities for the Issue will
involve essential follow up steps, which include the finalisation of
basis of allotment, dispatch of refunds, demat and delivery of
shares, finalisation of listing and trading of instruments with the
various agencies connected with the work such as the Registrar(s)
to the Issue and Escrow Collection and Refund Banks. The BRLMs
shall be responsible for ensuring that these agencies fulfill their
functions and enable it to discharge this responsibility through
suitable agreements with our Company

Book Building Process

The book building, in the context of the Issue, refers to the process of collection of Bids on the basis of the Red
Herring Prospectus within the Price Band and the minimum Bid Lot, which will be decided by our Company in
consultation with the BRLMSs, and advertised in: all editions of the English national newspaper Business
Standard, all editions of the Hindi national newspaper Business Standard, and the Punjabi newspaper Rozana
Spokesman, each with wide circulation at least five Working Days prior to the Bid/ Issue Opening Date and
shall be made available to the Stock Exchanges for uploading on their respective websites. The Issue Price shall
be determined by our Company in consultation with the BRLMs after the Bid/ Issue Closing Date on the basis
of the Book Building Process. The principal parties involved in the Book Building Process are:

. our Company;

. the BRLMs;

. the Syndicate Members;

o the SCSBs;

. the Registered Brokers;

) the Registrar to the Issue; and

the Escrow Collection Bank(s).

The Issue is being made through the Book Building Process wherein not more than 50% of the Net Issue shall
be available for allocation on a proportionate basis to QIBs, provided that our Company in consultation with the
BRLMs may allocate up to 60% of the QIB Portion to Anchor Investors on a discretionary basis of which one
third shall be reserved from domestic Mutual Funds, subject to valid Bids being received from domestic Mutual
Funds at or above the Issue Price. 5% of the QIB Portion (excluding the Anchor Investor Portion) shall be
available for allocation on a proportionate basis to Mutual Funds only, and the remainder of the QIB Portion
shall be available for allocation on a proportionate basis to all QIB Bidders (other than Anchor Investors),
including Mutual Funds, subject to valid Bids being received at or above the Issue Price. Further, not less than
15% of the Net Issue shall be available for allocation on a proportionate basis to Non-Institutional Bidders and
not less than 35% of the Net Issue shall be available for allocation to Retail Individual Bidders in accordance
with the SEBI Regulations, subject to valid Bids being received at or above the Issue Price. Further, 200,000
Equity Shares aggregating up to X [e] million shall be made available for allocation on a proportionate basis to
the Eligible Employees bidding in the Employee Reservation Portion, subject to valid bids being received at or
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above Issue Price. Under subscription if any, in any category, would be allowed to be met with spill over from
any other category or a combination of categories (including the Employee Reservation Portion) at the
discretion of our Company in consultation with the BRLMs and the Designated Stock Exchange. Under
subscription, if any, in the Employee Reservation Portion will be added back to the Net Issue. Under
subscription, if any, in the Net Issue would be allowed to be met with the Employee Reservation Portion.

QIBs (excluding Anchor Investors) and Non-Institutional Bidders can participate in the Issue only
through the ASBA process and Retail Individual Bidders and Eligible Employees bidding in the
Employee Reservation Portion have the option to participate through the ASBA process. Anchor
Investors are not permitted to participate through the ASBA process.

In accordance with the SEBI Regulations, QIBs bidding in the QIB Portion and Non-Institutional
Bidders bidding in the Non-Institutional Portion are not allowed to withdraw or lower the size of their
Bids (in terms of the quantity of the Equity Shares or the Bid Amount) at any stage. Retail Individual
Bidders and Eligible Employees bidding in the Employee Reservation Portion can revise their Bids
during the Bid/ Issue Period and withdraw their Bids until finalisation of the Basis of Allotment. Further,
Anchor Investors cannot withdraw their Bids after the Anchor Investor Bid/ Issue Period. Allocation to
the Anchor Investors will be on a discretionary basis. For further details, please see the sections entitled
“Issue Structure” and “Issue Procedure” on pages 251 and 257, respectively.

Our Company will comply with the SEBI Regulations and any other ancillary directions issued by SEBI in
connection with the Issue. In this regard, our Company has appointed the BRLMs to manage the Issue and
procure subscriptions to the Issue.

The process of Book Building under the SEBI 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 Process and Price Discovery Process

Investors should note that this example is solely for illustrative purposes and is not specific to the Issue; it also
excludes bidding by Anchor Investors.

Bidders can bid at any price within the price band. For instance, assume a price band of X 20 to X 24 per share,
issue size of 3,000 equity shares and receipt of five bids from bidders, details of which are shown in the table
below. A graphical representation of the consolidated demand and price would be made available at bidding
centers during the bidding period. The illustrative book given below shows the demand for the equity shares of
the issuer company at various prices and is collated from bids received from various investors.

Bid Quantity Bid Amount (%) Cumulative Quantity Subscription
500 24 500 16.67%
1,000 23 1,500 50.00%
1,500 22 3,000 100.00%
2,000 21 5,000 166.67%
2,500 20 7,500 250.00%

The price discovery is a function of demand at various prices. The highest price at which the issuer is able to
issue the desired number of equity shares is the price at which the book cuts off, i.e.,  22.00 in the above
example. The issuer, in consultation with the BRLMs, will finalise the issue price at or below such cut-off price,
i.e., at or below X 22.00. All bids at or above this issue price and cut-off bids are valid bids and are considered
for allocation in the respective categories.

Steps to be taken by Bidders for Bidding:

1. Check eligibility for making a Bid (please see the section entitled “Issue Procedure — Who Can Bid?”
on page 258);

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

3. Except for Bids (i) on behalf of the Central or the State Governments and the officials appointed by
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courts, who (in terms of the circular dated June 30, 2008 issued by SEBI), may be exempt from
specifying their PAN for transacting in the securities market, and (ii) Bids by persons resident in the
state of Sikkim, who (in terms of the circular dated July 20, 2006 issued by SEBI), may be exempted
from specifying their PAN for transacting in the securities market, for Bids of all values, ensure that
you have mentioned your PAN allotted under the IT Act in the Bid cum Application Form. In
accordance with the SEBI Regulations, the PAN would be the sole identification number for
participants transacting in the securities market, irrespective of the amount of transaction (please see
the section entitled “Issue Procedure- Field Number 2: PAN number of Sole/First Bidder/Applicant” on
page 277;

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

5. Bids by QIBs (except Anchor Investors) and the Non-Institutional Bidders shall be submitted only
through the ASBA process;

6. Bids by non-ASBA Bidders will have to be submitted to the Syndicate (or their authorised agents) at
the bidding centers or the Registered Brokers at the Broker Centers; and

7. Bids by ASBA Bidders will have to be submitted to the Designated Branches or the Syndicate at the
Specified Locations or the Registered Brokers at the Broker Centers in physical form. It may also be
submitted in electronic form to the Designated Branches of the SCSBs only. ASBA Bidders should
ensure that the ASBA Accounts have adequate credit balance at the time of submission to the SCSB or
the Syndicate or the Broker to ensure that the Bid cum Application Form submitted by the ASBA
Bidders is not rejected. In relation to ASBA Bids submitted to the Registered Brokers at the Broker
Centers, the list of branches of the SCSBs at the Broker Centers named by the respective SCSBs to
receive the Bid cum Application Forms from the Registered Brokers will be available on the website of
the SEBI (www.sebi.gov.in) and updated from time to time.

For further details for the method and procedure for Bidding, please see the section entitled “Issue Procedure”
on page 257.

Notwithstanding the foregoing, the Issue is also subject to obtaining: (i) the final approval of the RoC after the
Prospectus is filed with the RoC; and (ii) final listing and trading approvals of the Stock Exchanges, which our
Company shall apply for after Allotment.

Underwriting Agreement

After determination of the Issue Price and allocation of 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 BRLMs will be responsible for bringing in the amount devolved in the event that the Syndicate
Members do not fulfil their underwriting obligations. Pursuant to the terms of the Underwriting Agreement, the
obligations of the Underwriters will be several and will be 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 the Prospectus with the RoC.

Name, address, telephone number, fax number | Indicative number of Equity | Amount underwritten
and e-mail address of the Underwriters Shares to be underwritten (X in million)
[e] [e] [e]
[e] [e] [e]

The above mentioned table discloses indicative underwriting commitment and actual underwriting devolvement
will be finalised after pricing and actual allocation in accordance with provisions of the SEBI Regulations.

In the opinion of the Board (based on certificates provided by the Underwriters), resources of the above
mentioned Underwriters are sufficient to enable them to discharge their respective underwriting obligations in
full. The above mentioned Underwriters are registered with SEBI under Section 12(1) of the SEBI Act or
registered as brokers with the Stock Exchange(s). The Board or the IPO Committee, at its meeting held on [e],
has accepted and entered into the Underwriting Agreement mentioned above on behalf of our Company.

56




Allocation among the Underwriters may not necessarily be in proportion to their underwriting commitment set
forth in the table above.

Notwithstanding the above table, the Underwriters shall be severally responsible for ensuring payment with
respect to the Equity Shares allocated to Bidders procured by them. In the event of any default in payment, the
respective Underwriter, in addition to other obligations defined in the Underwriting Agreement, will also be
required to procure subscription for or subscribe to the Equity Shares to the extent of the defaulted amount in
accordance with the Underwriting Agreement. The Underwriting Agreement has not been executed as of the
date of this Draft Red Herring Prospectus and will be executed after determination of the Issue Price and
allocation of Equity Shares, but prior to the filing of the Prospectus with the RoC.

The underwriting arrangement shall not be applicable to the Bids made by ASBA Bidders in the Issue except for
Bids submitted by ASBA Bidders to members of the Syndicate or Registered Brokers.
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CAPITAL STRUCTURE
The Equity Share capital of our Company as at the date of this Draft Red Herring Prospectus is set forth below:

(in ¥, except share data)

Aggregate value at face | Aggregate value at
value Issue Price
A | AUTHORIZED SHARE CAPITAL
30,000,000 Equity Shares 300,000,000
B | ISSUED, SUBSCRIBED  AND PAID-UP
CAPITAL BEFORE THE ISSUE
15,165,400 Equity Shares 151,654,000
C | PRESENT ISSUE IN TERMS OF THIS RED
HERRING PROSPECTUS
6,300,000 Equity Shares aggregating up to X [e] 63,000,000 [e]
million®
of which
Employee Reservation Portion of up to 200,000 2,000,000 [e]
Equity Shares aggregating up to X [e] million
Net Issue of up to 6,100,000 Equity Shares 61,000,000 [e]
E | SECURITIES PREMIUM ACCOUNT
Before the Issue Nil
After the Issue [e]
F | ISSUED, SUBSCRIBED  AND PAID-UP
CAPITAL AFTER THE ISSUE
21,465,400 Equity Shares® 214,654,000
() The Issue has been authorised by the Board of Directors pursuant to the resolution passed on June 9, 2015 and the
Shareholders pursuant to the resolution passed on June 20, 2015.
) The issued, subscribed and paid-up capital after the issue is subject to variation if the Issue is not fully subscribed.

Changes in the Authorised Capital

Please see the section entitled “History and Certain Corporate Matters” on page 133 for details of the changes in
the authorised share capital.

Notes to the Capital Structure

1. Share Capital History of our Company
€)] The history of the equity share capital and the securities premium account of our Company is
provided in the following table:
Date of No. of | Face | Issue |Consideration| Reason for |Cumulative | Cumulative | Cumulative
Allotment| Equity |Value| Price Allotment | Number of | Paid-up Share
Shares ® per Equity Equity Premium
Allotted Equity Shares Share ®)
Share Capital
R®) &)
September 140 10 10|Cash Initial 140 1,400 -
6, 1993 subscription to
the
Memorandum
of Association
May 9, 250,000 10 10|Cash Preferential 250,140\ 2,501,400 -
1994 allotment
March 30, 93,000 10 10|Cash Preferential 343,140 3,431,400 -
1995 allotment
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Date of No. of Face | Issue [Consideration| Reason for | Cumulative | Cumulative | Cumulative
Allotment| Equity [Value| Price Allotment | Number of | Paid-up Share
Shares ® per Equity Equity Premium
Allotted Equity Shares Share ®)
Share Capital
() R®)
March 27, 315,130 10 10|Cash Preferential 658,270 6,582,700 -
1996 allotment
March 17, 100,000 10 10|Cash Preferential 758,270 7,582,700
1997 allotment
March 27, 758,270 10 -|Other than|Bonus issue® 1,516,540f 15,165,400 -
2006 cash
March 21, | 13,648,860 10 -|Other than|Bonus issue® | 15,165,400| 151,654,000 -
2007 cash

(1) These Equity Shares were allotted to the Shareholders on account of a bonus issue in the ratio of 1:1 undertaken pursuant
to the resolutions of the Board and the Shareholders both dated March 27, 2006.

(2) These Equity Shares were allotted to the Shareholders on account of a bonus issue in the ratio of 9:1 undertaken pursuant
to the resolution of the Board dated March 21, 2007 and the resolution of the Shareholders dated February 21, 2007.

Issue of Equity Shares for consideration other than cash and revaluation reserves

The details of Equity Shares allotted for consideration other than cash and revaluation reserves are set

out below:
Date of Name of the Number of | Face | Issue | Reasons for Benefits
Allotment Allottee the Equity | Value | Price | Allotment | accrued to our
of the Shares ®) ) Company
Equity
Shares
March 27, | Gursaran  Singh, 758,270 10 - | Bonus issue | Enhancement
2006 Rachhpall  Singh, of  Equity | of the capital
Jasvinder  Singh Shares inthe | base of our
Seehra, Maninder ratio 1:1 Company
Singh, Ranbir
Singh,  Gurdeep
Singh, Mohinder
Kaur,  Harjinder
Kaur
March 21, | Gursaran Singh, | 13,648,860 10 - | Bonus issue | Enhancement
2007 Rachhpall  Singh, of  Equity | of the capital
Jasvinder  Singh Shares in the | base of our
Seehra, Maninder ratio 9:1 Company
Singh, Ranbir
Singh,  Gurdeep
Singh, Mohinder
Kaur, Harjinder
Kaur

(1) Our Company revalued its reserves on January 31, 2007.

History of the Equity Share Capital held by our Promoters

As on the date of this Draft Red Herring Prospectus, our Promoters hold 7,891,200 Equity Shares,
constituting 52.03% of the issued, subscribed and paid-up Equity Share capital of our Company.

(@)

Build-up of our Promoters’ shareholding in our Company

Set forth below is the build-up of the shareholding of our Promoters since incorporation of our
Company:

59




Name of | Date of | Nature of No. of | Nature | Face Issue |Percenta |Percentage| Source of
the  |Allotment| Allotment Equity of Value | Price | ge of the |of the post- funds
Promoter|/ Transfer Shares | conside per |/Transf| pre- Issue
ration | Equity er Issue capital
Share | Price | capital (%)"
® | per | ()
Equity
Share
R®)
Jasvinder|September | Initial 20|Cash 10 10 0.00 0.00{Own funds
Singh 6,1993  |subscription
Seehra to the
Memorandum
of
Association
May 9, Preferential 37,500| Cash 10 10 0.25 0.17|Own funds
1994 Allotment
March Preferential 20,000| Cash 10 10 0.13 0.09|0Own funds
30, 1995 | Allotment
March Preferential 55,500| Cash 10 10 0.37 0.26|0Own funds
27,1996 | Allotment
March Preferential 18,500| Cash 10 10 0.12 0.09|0Own funds
17,1997 | Allotment
March Bonus Issue|  131,520| Other 10 - 0.87 0.61|-
27,2006 | in the ratio than
of1:1® cash
March Bonus Issue| 2,367,360| Other 10 - 15.61 11.03|-
21,2007 | in the ratio than
0f9:1@ cash
Total 2,630,400 17.34 12.25
Ranbir |September |Initial 20(Cash 10 10 0.00 0.00{Own funds
Singh 6,1993  |subscription
to
Memorandum
of
Association
May  9,|Preferential 37,500|Cash 10 10 0.25 0.17|Own funds
1994 Allotment
March 30,|Preferential 20,000|Cash 10 10 0.13 0.09|0Own funds
1995 Allotment
March 27,|Preferential 55,500|Cash 10 10 0.37 0.26|0Own funds
1996 Allotment
March 17,|Preferential 18,500(Cash 10 10 0.12 0.09|0Own funds
1997 Allotment
March 27,|Bonus Issue 131,520|Other 10 - 0.87 0.61]-
2006 in the ratio of than
1:1@ cash
March 21,|Bonus Issue| 2,367,360|Other 10 - 15.61 11.03|-
2007 in the ratio of than
9:1 @ cash
Total 2,630,400 17.34 12.25
Gurdeep [September (Initial 20|Cash 10 10 0.00 0.00{Own funds
Singh 6,1993  |subscription
to
Memorandum
of
Association
May  9,|Preferential 37,500|Cash 10 10 0.25 0.17|{Own funds
1994 Allotment
March 30,|Preferential 20,000|Cash 10 10 0.13 0.09|0Own funds
1995 Allotment
March 27,|Preferential 55,500|Cash 10 10 0.37 0.26|0Own funds
1996 Allotment
March 17,|Preferential 18,500(Cash 10 10 0.12 0.09|0Own funds
1997 Allotment
March 27,|Bonus Issue 131,520|Other 10 - 0.87 0.61|-
2006 in the ratio of than
1:1 (1) cash
March 21,|Bonus Issue| 2,367,360(Other 10 - 15.61 11.03|-
2007 in the ratio of than
9:1@ cash
Total 2,630,400 17.34 12.25
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(1) These Equity Shares were allotted to the Shareholders on account of a bonus issue in the ratio of 1:1
undertaken pursuant to the resolutions of the Board and the Shareholders both dated March 27, 2006.

(2) These Equity Shares were allotted to the Shareholders on account of a bonus issue in the ratio of 9:1
undertaken pursuant to the resolutions of the Board and the Shareholders both dated February 21, 2007.

*  Assuming full subscription to the Equity Shares offered in the Issue.

All the Equity Shares held by our Promoters were fully paid-up on the respective dates of
acquisition of such Equity Shares.

(b) Shareholding of our Promoter Group
Sr. Name of the Promoter Pre-lIssue Post-Issue*
No. Group No. of Equity % No. of Equity %
Shares Shares
1. Maninder Singh 2,630,400 17.34 2,630,400 | 12.25
2. Rachhpall Singh 1,790,400 11.81 1,790,400 | 8.34
3. Gursaran Singh 1,365,400 9.00 1,365,400 | 6.36
4, Mohinder Kaur 531,500 3.50 531,500 | 2.48
5. Harjinder Kaur 531,500 3.50 531,500 | 2.48
6. Kulwin Sehra 212,500 1.40 212,500 | 0.99
7. Keerat Singh Sehra 212,500 1.40 212,500 | 0.99
Total 7,274,200 47.97 7,274,200 | 33.89
*  Assuming full subscription to the Equity Shares offered in the Issue.
(© Details of Promoters’ contribution and lock-in:

Pursuant to the SEBI Regulations, 20% of the fully diluted post-Issue Equity Share capital of
our Company held by our Promoters shall be locked-in for a period of three years from the date
of Allotment and our Promoter’s shareholding in excess of 20% shall be locked-in for a period
of one year from the date of Allotment.

Details of the Equity Shares to be locked-in for three years from the date of Allotment are as

follows:
Name Date of Nature of No. of Face | Issue/acquisition No. of Percentage
Allotment / Transaction Equity |Value (R)| price per Equity Equity of post-
Transfer and Shares Share (%) Shares  |Issue paid-
when made fully locked-in | up capital
paid-up (Y)*
Jasvinder September 6, Initial 20 10 10 20 -
Singh Seehra (1993 subscription  to
the
Memorandum
of Association
May 9, 1994 Preferential 37,500 10 10 37,500 0.17
Allotment
March 30, 1995 |Preferential 20,000 10 10 20,000 0.09
Allotment
March 27, 1996 |Preferential 55,500 10 10 55,500 0.26
Allotment
March 17, 1997 |Preferential 18,500 10 10 18,500 0.09
Allotment
March 27,2006 |Bonus Issue in 131,520 10 - 131,520 0.61
the ratio of 1:1
March 21, 2007 |Bonus Issue in 2,367,360 10 - 1,883,500 8.77
the ratio of 9:1
Total (A) 2,146,540 10.00
Ranbir September 6, |Initial 20 10 10 20 -
Singh 1993 subscription to
Memorandum
of Association
May 9, 1994 Preferential 37,500 10 10 37,500 0.17
Allotment
March 30, 1995 |Preferential 20,000 10 10 20,000 0.09
Allotment
March 27,1996 |Preferential 55,500 10 10 55,500 0.26
Allotment
March 17, 1997 |Preferential 18,500 10 10 18,500 0.09
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Name Date of Nature of No. of Face | Issue/acquisition No. of Percentage
Allotment / Transaction Equity |Value (R)| price per Equity Equity of post-
Transfer and Shares Share (%) Shares | Issue paid-
when made fully locked-in | up capital
paid-up (%)*
Allotment
March 27,2006 |Bonus Issue in 131,520 10 - 131,520 0.61
the ratio of 1:1
March 21, 2007 |Bonus Issue in 2,367,360 10 - 810,230 3.77
the ratio of 9:1
Total (B) 1,073,270 5.00
Gurdeep September 6,|Initial 20 10 - 20 0.00
Singh 1993 subscription to
Memorandum
of Association
May 9, 1994 Preferential 37,500 10 10 37,500 0.17
Allotment
March 30, 1995 |Preferential 20,000 10 10 20,000 0.09
Allotment
March 27, 1996 |Preferential 55,500 10 10 55,500 0.26
Allotment
March 17, 1997 |Preferential 18,500 10 10 18,500 0.09
Allotment
March 27, 2006 |Bonus Issue in 131,520 10 - 131,520 0.61
the ratio of 1:1
March 21, 2007 |Bonus Issue in 2,367,360 10 - 810,230 3.77
the ratio of 9:1
Total (C) 1,073,270 5.00
Total (A+B+C) 4,293,080 20.00

*  Assuming full subscription to the Equity Shares offered in the Issue.

The Equity Shares that are being locked in are not ineligible for computation of Promoter’s
contribution in terms of Regulation 33 of the SEBI Regulations.

Other requirements in respect of lock-in:

In addition to 20% of the fully diluted post-Issue shareholding of our Company held by our
Promoters and locked-in for three years as specified above, the entire pre-lssue equity share
capital of our Company shall be locked-in for a period of one year from the date of Allotment.

The Equity Shares held by our Promoters which are locked-in for a period of three years from the
date of Allotment cannot be pledged since our Company has not obtained, and does not propose to
obtain, any financing for the objects of the Issue. The Equity Shares held by our Promoters which
are locked-in for a period of one year from the date of Allotment may be pledged only with
scheduled commercial banks or public financial institutions as collateral security for loans granted
by such banks or public financial institutions, provided that such pledge of the Equity Shares is
one of the terms of the sanction of such loans.

The Equity Shares held by our Promoters which are locked-in may be transferred amongst the
Promoters, to and among the Promoter Group or to any new promoter or persons in control of our
Company, subject to continuation of the lock-in in the hands of the transferees for the remaining
period and compliance with the Takeover Regulations, as applicable.

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

Equity Shares allotted to Anchor Investors in the Anchor Investor Portion, if any, shall be locked-
in for a period of 30 days from the date of Allotment.
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4, Shareholding Pattern of our Company
The table below presents the shareholding pattern of our Company as on the date of filing of this Draft Red Herring Prospectus and as adjusted for the Issue:
Category Category of Shareholder Number of Pre-Issue Post-Issue* Pre-Issue [ Post-Issue
Code Shareholders|  Total Number of Number of Shares Total Shareholding as a | Total Number of |[Number of Shares| Total Shareholding as a percentage of total Shares Pledged or
Shares held in Dematerialised |percentage of totaj number Shares held in number of shares otherwise
form of shares Dematerialised encumbered
Asa Asa form As a Percentage of As a Percentage of No. of Shares Asa No. of Shares As a Percentage
Percentage | Percentage (A+B) (A+B+C) Percentage
of (A+B) | of (A+B+C)
(0] an am v) [\%) ()] (vin
(A) Promoter and Promoter
Group
Al Promoters
(a) Jasvinder Singh Seehra 1 2,630,400 2,630,400 17.34] 17.34 2,630,400 2,630,400 12.25 12.25 -| -| -|
(b) Ranbir Singh 1 2,630,400 2,630,400 17.34] 17.34 2,630,400) 2,630,400 12.25 12.25 E - -
(c) Gurdeep Singh 1 2,630,400 2,630,400 17.34] 17.34 2,630,400 2,630,400 12.25 12.25 E - -
Sub Total A.1: 3 7,891,200 7,891,200 52.03 52.03 7,891,200 7,891,200 36.76) 36.76) -| -| -|
A2 Promoter Group - - - - - - - - - - - -
(a) Maninder Singh 1 2,630,400 2,630,400 17.34] 17.34 2,630,400 2,630,400 12.25 12.25 -| -| -|
(b) Rachhpall Singh 1 1,790,400 1,790,400 11.81 11.81 1,790,400 1,790,400 8.34] 8.34] -| -| -|
(c) Gursaran Singh 1 1,365,400 1,365,400 9.00 9.00 1,365,400 1,365,400 6.36 6.36 E - -
(d) Mohinder Kaur 1 531,500 531,500 3.50 3.50 531,500 531,500 2.48 2.48 E - -
(e) Harjinder Kaur 1 531,500 531,500 3.50 3.50 531,500 531,500 2.48 2.48 | - -
[0) Kulwin Sehra 1 212,500 212,500 1.40 1.40 212,500 212,500 0.99 0.99
(9) Keerat Singh Sehra 1 212,500 212,500 1.40 1.40 212,500 212,500 0.99 0.99
Sub Total A.2: - 7,274,200 7,274,200 47.97 47.97, 7,274,200 7,274,200 33.89 33.89 -| -| -|
Total ~ Shareholding  of] 10 15,165,400, 15,165,400 100.00 100.00 15,165,400 15,165,400 70.65] 70.65] - - -
Promoter and  Promoter
Group (A)=(A)(1) + (A)2)
(B) Public shareholding
1 Institutions
(a) Mutual Funds / UTI - - - E - 6,300,000 6,300,000 29.35] 29.35] E - -
(b Financial Institutions / Banks - - - - - - - -
(c) Central / State Government(s) - - - - - - - -
(d) Venture Capital Funds - - - - - - - -
(e) Insurance Companies - - - - - - - -
(f) Foreign Institutional Investors - - - - - - - -
(9) Foreign ~ Venture  Capital - - - - - - - -
Investors
(h) Qualified Foreign Investor - - - - - - - -
(0] Others (Specify) - - - - - - - -
Sub Total (B)(1): - - - | - | - -
B2. Non-Institutions | - - | - E - -
(a) Bodies Corporate - - - - - - - -
(b) Individual - - - E - g - -
(i) Individual Shareholders - - E E E g - -
Holding Nominal ~ Share
Capital up to X 1 lakh
(ii) Individual Shareholders - - E E E g - -
Holding Nominal ~ Share
Capital in excess of X 1 lakh
(c) Qualified Foreign Investor . - - | - g - -
(d) /Any Others (Specify) - - - - - - - -
Sub Total (B)(2): - - - - - 6,300,000 6,300,000 29.35 29.35 -| -| -|
Total (B)=(B)(1) + (B)(2) | - - | - 6,300,000 6,300,000 29.35] 29.35] E - -
Total (A) + (B) 10! 15,165,400, 15,165,400 100.00; 100.00 21,465,400 21,465,400 100.00 100.00 - - -
(©) Shares_held by Custodians| - - - - - - - - - - - -
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Category Category of Shareholder Number of Pre-Issue Post-Issue* Pre-Issue [ Post-Issue
Code Shareholders|  Total Number of Number of Shares Total Shareholding as a | Total Number of |[Number of Shares| Total Shareholding as a percentage of total Shares Pledged or
Shares held in Dematerialised |percentage of totag number Shares held in number of shares otherwise
form of shares Dematerialised encumbered
Asa Asa form As a Percentage of As a Percentage of No. of Shares Asa No. of Shares As a Percentage
Percentage | Percentage (A+B) (A+B+C) Percentage
of (A+B) | of (A+B+C)
(0] m (D) (v) ()] () (i
and against which
Depository  Receipts have
been issued
(i) Promoter and Promoter Group - - - - - - - - - - - -
(ii) Public - - - B - B - - - E - -
Total (A) + (B) +(C) 10! 15,165,400, 15,165,400 100.00, 100.00 21,465,400 21,465,400 100.00 100.00 g - -
(D) Public pursuant to the Issue - - - - - 6,300,000 6,300,000 29.35 29.35 - - -
Grand Total 10, 15,165,400 15,165,400 100.00 100.00| 21,465,400 21,465,400 100.00| 100.00| - - -
(A)+(B)+(C)+(D)

* Assuming full subscription to the Equity Shares offered in the Issue.
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There are no public shareholders of our Company holding more than 1% of the pre-Issue paid up
capital of our Company.

The list of top 10 shareholders of our Company and the number of Equity Shares held by them as on
the date of filing, 10 days before the date of filing and two years prior to the date of filing of this Draft
Red Herring Prospectus are set forth below:

@ The top 10 shareholders of our Company as on the date of filing of this Draft Red Herring
Prospectus and 10 days prior to filing of the Draft Red Herring Prospectus are as follows:

S. Name of the Shareholder No. of Equity Shares Percentage
No. (%)
1. | Jasvinder Singh Seehra 2,630,400 17.34
2. | Ranbir Singh 2,630,400 17.34
3. | Gurdeep Singh 2,630,400 17.34
4. | Maninder Singh 2,630,400 17.34
5. Rachhpall Singh 1,790,400 11.81
6. | Gursaran Singh 1,365,400 9.00
7. Mohinder Kaur 531,500 3.50
8. | Harjinder Kaur 531,500 3.50
9. Kulwin Sehra 212,500 1.40
10. | Keerat Singh Sehra 212,500 1.40
Total 15,165,400 100.00

(b) The top 10 shareholders of our Company two years prior to the date of filing of this Draft Red
Herring Prospectus are as follows:

S. Name of the Shareholder No. of Equity Shares Percentage
No. (%)
1. | Jasvinder Singh Seehra 2,630,400 17.34
2. | Ranbir Singh 2,630,400 17.34
3. Gurdeep Singh 2,630,400 17.34
4, Maninder Singh 2,630,400 17.34
5. Rachhpall Singh 1,790,400 11.81
6. Gursaran Singh 1,790,400 11.81
7. Mohinder Kaur 531,500 3.50
8. Harjinder Kaur 531,500 3.50
Total 15,165,400 100.00
Details of the Equity Shares held by our Directors
Set out below are the details of the Equity Shares held by our Directors:
S. Name No. of Equity Shares | Pre-lIssue (%) Post-Issue
No. (%)*
1. Rachhpall Singh 1,790,400 11.81 8.34
2. Gursaran Singh 1,365,400 9.00 6.36
3. Jasvinder Singh Seehra 2,630,400 17.34 12.25
4. Ranbir Singh 2,630,400 17.34 12.25
5. Gurdeep Singh 2,630,400 17.34 12.25
6 Kulwin Sehra 212,500 1.40 0.99

*  Assuming full subscription to the Equity Shares offered in the Issue.

Except as stated in the section entitled “Our Management” on page 138, none of our key management
personnel hold any Equity Shares in our Company.

None of our Promoters, members of the Promoter Group or Directors have purchased or subscribed to
or sold any securities of our Company within the three years immediately preceding the date of filing
of this Draft Red Herring Prospectus with the SEBI which in aggregate is equal to or greater than 1%
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of pre-Issue capital of our Company.

Our Company does not have any employee stock option plan.

As on the date of this Draft Red Herring Prospectus, the BRLMSs and their respective associates (in
accordance with the definition of “associate company” as provided under Section 2(6) of the
Companies Act, 2013) do not hold any Equity Shares in our Company.

As on the date of this Draft Red Herring Prospectus, our Company has not allotted any Equity Shares
pursuant to any scheme approved under Sections 391 to 394 of the Companies Act, 1956.

During the last one year, the Company has not issued any Equity Shares at a price that may be lower
than the Issue Price.

None of the members of the Promoter Group, our Promoters or our Directors and their relatives have
purchased or sold equity shares of our Company or our Subsidiary, during the period of six months
immediately preceding the date of filing of this Draft Red Herring Prospectus.

As of the date of this Draft Red Herring Prospectus, our Company had 10 Shareholders.

Neither our Company nor any of our Directors have entered into any buy-back or standby
arrangements, or both or any safety net facility for purchase of Equity Shares from any person. Further,
the BRLMs have not made any buy-back or standby arrangements, or both, or provided any safety net
facility for purchase of Equity Shares from any person.

The Issue is being made through the Book Building Process wherein not more than 50% of the Net
Issue shall be available for allocation on a proportionate basis to QIBs, provided that our Company in
consultation with the BRLMs may allocate up to 60% of the QIB Portion to Anchor Investors on a
discretionary basis. 5% of the QIB Portion (excluding the Anchor Investor Portion) shall be available
for allocation on a proportionate basis to Mutual Funds only, and the remainder of the QIB Portion
shall be available for allocation on a proportionate basis to all QIB Bidders (other than Anchor
Investors), including Mutual Funds, subject to valid Bids being received at or above the Issue Price.
Further, not less than 15% of the Net Issue shall be available for allocation on a proportionate basis to
Non-Institutional Bidders and not less than 35% of the Net Issue shall be available for allocation to
Retail Individual Bidders in accordance with the SEBI Regulations, subject to valid Bids being
received at or above the Issue Price. Further, 200,000 Equity Shares aggregating up to X [e] million
shall be made available for allocation on a proportionate basis to the Eligible Employees bidding in the
Employee Reservation Portion, subject to valid bids being received at or above Issue Price. Under
subscription, if any, in any category, would be allowed to be met with spill over from any other
category or a combination of categories (including the Employee Reservation Portion) at the discretion
of our Company in consultation with the BRLMs and the Designated Stock Exchange. Under
subscription, if any, in the Employee Reservation Portion will be added back to the Net Issue. Under
subscription, if any, in the Net Issue would be allowed to be met with the Employee Reservation
Portion.

Only Eligible Employees bidding in the Employee Reservation Portion are eligible to apply in the Issue
under the Employee Reservation Portion on a competitive basis. Bids by Eligible Employees bidding in
the Employee Reservation Portion could also be made in the Net Issue and such Bids would not be
treated as multiple Bids. The Employee Reservation Portion shall not exceed 5% of the post-Issue
capital of our Company.

As on the date of this Draft Red Herring Prospectus, there were no outstanding warrants, options or
rights to convert debentures, loans or other instruments into the Equity Shares.

Except the bonus issues made in March 2007, our Company has not issued any Equity Shares out of
revaluation reserves. For details of the bonus issue, please see the section entitled “Capital Structure—
Share Capital History of our Company” on page 58.

All Equity Shares allotted pursuant to the Issue will be fully paid up at the time of Allotment and there
are no partly paid-up Equity Shares as on the date of this Draft Red Herring Prospectus.

Oversubscription to the extent of 10% of the Net Issue can be retained for the purposes of rounding-off
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to the nearer multiple of minimum Allotment lot.
Our Promoters and Promoter Group will not participate in the Issue.

There have been no financial arrangements whereby members of our Promoter Group, our Directors
and their relatives have financed the purchase by any other person of securities of our Company (other
than in the normal course of the business of the financing entity) during a period of six months
preceding the date of filing of this Draft Red Herring Prospectus.

Our Company presently does not intend or propose to alter its 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 on a preferential basis or through issue
of bonus shares or on a rights basis or through a further public issue of Equity Shares or qualified
institutions placements or otherwise. However, if our Company enters into acquisitions, joint ventures
or other arrangements, our Company may, subject to receipt of necessary approvals, consider raising
additional capital to fund such activity or use of Equity Shares as consideration for acquisitions or
participations in such joint ventures.

There will be no further issue of Equity Shares whether by way of issue of bonus shares, preferential
allotment, rights issue or in any other manner during the period commencing from filing of the Red
Herring Prospectus with SEBI until the Equity Shares have been listed on the Stock Exchanges.

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

The Net Proceeds from the Issue will be utilised towards the following objects:

1. Purchase of plant and machinery;
2. To meet working capital requirements; and
3. General corporate purposes.

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

The details of the Net Proceeds are set forth in the following table:

Particulars® Estimated Amount (In X million)
Gross proceeds of the Issue [e]
Less | Issue expenses ([*D
Net Proceeds [e]

@ To be determined on finalisation of the Issue Price and updated in the Prospectus prior to the filing with the Registrar of Companies.
Requirements of Funds

The Net Proceeds are proposed to be used in accordance with the details provided in the following table:

Particulars Amount (In X million)

Purchase of plant and machinery 800.73

To meet working capital requirements 350.00

General corporate purposes® fe]

@ To be determined on finalisation of the Issue Price and updated in the Prospectus prior to filing with the Registrar of Companies.

The fund requirements mentioned above are based on the internal management estimates of our Company and
the quotations received from vendors (which may change in the future), and have not been appraised by any
bank, financial institution or any other external agency. They are based on current circumstances of our business
and our Company may have to revise its estimates from time to time on account of various factors beyond its
control, such as market conditions, competitive environment, costs of commodities and interest/exchange rate
fluctuations. Consequently, the fund requirements of our Company are subject to revisions in the future at the
discretion of the management. In the event of any shortfall of funds for any of the activities proposed to be
financed out of the Net Proceeds as stated above, our Company may re-allocate the Net Proceeds to the
activities where such shortfall has arisen, subject to compliance with applicable laws. Further, in case of a
shortfall in the Net Proceeds or cost overruns, our management may explore a range of options including
utilising our internal accruals or seeking debt financing.

Means of Finance

The entire requirement of funds towards objects of the Issue will be met from the Net Proceeds. Accordingly,
we confirm that there is no requirement for us to make firm arrangements of finance through verifiable means
towards at least 75% of the stated means of finance, excluding the amount to be raised from the Issue.

Schedule for Utilisation of the Net Proceeds

(In ¥million)
Particulars Total estimated cost | Estimated utilisation in | Estimated utilisation
Fiscal 2016 in Fiscal 2017

Purchase of plant and machinery 800.73 - 800.73
To meet working capital 350.00 - 350.00
requirements
General corporate purposest® [o] [o] [o]
Total® [o] [o] [o]

@ To be determined on finalisation of the Issue Price and updated in the Prospectus prior to filing with the Registrar of Companies.
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To the extent our Company is unable to utilise any portion of the Net Proceeds towards the aforementioned
objects of the Issue, as per the estimated schedule of deployment specified above, our Company shall deploy the
Net Proceeds in the subsequent Fiscals towards the aforementioned objects.

Details of Utilisation of Net Proceeds

The details of utilisation of the Net Proceeds are set forth below:

1. Purchase of plant and machinery
We regularly purchase plant and machinery for undertaking our business. The quantum and the nature
of plant and machinery purchased depend upon a variety of factors, including modernisation and
adoption of cost-effective technology. We propose to utilise ¥ 800.73 million out of the Net Proceeds
towards purchase of plant and machinery including CNC machines, equipment for the forging shop,
utility and power generator, testing equipments, raw material cutting machines, machines for the heat
treatment shop and induction shop. However, the specific number and nature of the equipment to be
purchased by our Company will depend on our business requirements, which are dynamic and may
evolve with the passage of time.
An indicative list of the plant and machinery proposed to be purchased by our Company, along with the
details of the quotations obtained by us from the vendors is set out in the following table:
Sr. Description of the Equipment | Purchase | Unit Cost® Total Details Related to the Quotation Obtained
No. Quantity (InX Amount®
i Name of the Vendor Date of the
million) (InX .
ml"lOn) QUOtathn
1 Doosan Infracore  Powerful 2.00 13.69 27.37 | Techtronics (India) Limited August 10, 2015
Heavy duty turning center
Model Puma 4100 LMA with
0iT FANUC controller @
2 Doosan Infracore Powerful, 3.00 12.26 36.77 | Techtronics (India) Limited August 10, 2015
Heavy Duty Turning center
Model PUMA 4100C With 0it
Fanuc controller @
3 Special  purpose  Vertical 6.00 5.69 34.11 | Bharat Fritz Werner Limited August 5, 2015
Moving column Machine
4 CNC Universal Cylindrical 2.00 12.32 24.64 | Fritz Studer AG August 5, 2015
Grinding Machine Eco Grinder
®
5 Screw Press with Direct Drive 1.00 173.01 173.01 | Ficep, S.P.A August 7, 2015
270L©®
6 Induction Hardening machine ( 2.00 9.96 19.92 | Inductotherm (India) Private | August 28, 2015
500 KW, | KHz double Limited
spindle)
7 Surfex Continuous hanger type 2.00 3.50 7.00 | Surface Finishing Equipment | August 10, 2015
shot Blasting machine Model — co.
ASH-120-120/3W-2/CL/PLC
8 Electro upsetting machine type 3.00 57.66 172.98 | Cemsa August 13, 2015
R10300X2 DC ®
9 Robot Model IRB 7600/500 8.00 6.40 51.20 | ABB India Limited August 13, 2015
kg/2550mm
10 Induction End Bar Heating 1.00 16.90 16.90 | Inductotherm (India) Private | August 30, 2015
Machine Limited
11 1010 kVA (silent) Cummins 4.00 6.60 26.40 | Sudhir Power Limited August 10, 2015
DG Set.
12 | XL2 800 Alloy Analyzer ® 1.00 1.28 1.28 | Hillshorough Scientific & | August 12, 2015
Technical Equipment Trading
FZE
13 Micro Vickers Hardness Tester 2.00 0.77 1.53 | Blue Star Limited August 12, 2015
)
14 Brinell Hardness  testing 1.00 0.17 0.17 | Blue Star Limited August 12, 2015
Machine Model B-3000
15 Universal Testing Machine 2.00 0.45 0.89 | Blue Star Limited August 12, 2015
Model UTE 40
16 Automatic Line for the Sawing 2.00 30.06 60.12 | Ficep S.P.A August 18, 2015
of round and square Bars
Model S 56 ©
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Sr. Description of the Equipment | Purchase | Unit Cost® Total Details Related to the Quotation Obtained
No. Quantity (In¥ Amount®
million) (In% Name of the Vendor Date of the
mi"lon) Quotation
17 Escorts Doosan Diesel Forklift 4.00 2.45 9.81 | Escort Limited March 17, 2015
Model: D50SC-5 of 5.0 MT
capacity@ 500mm  Load
center, Diesel operated Forklift
Equipped with Shoe Brakes,
STD Mast ( 2-stage) of MFH
4850mm, Dual pneumatic tires
& Fork length 1200 mm @
18 E.O.T CRANE CAPACITY - 3.00 1.63 4.88 | Asian Cranes & Elevators August 4, 2015
10 TON
19 Isothermal Annealing Plant 4 2.00 61.50 123.00 | Kalyani Technotherm Ltd. August 2, 2015
TPH capacity
20 Abrasive cutting Machine XXL 2.00 3.58 7.15 | Chennai metco August 10, 2015
Auto ( Model Baincut —-XXLA)
21 Fully  Automatic  Grinder/ 2.00 0.81 1.61 | Chennai metco August 10, 2015
Polisher Model: BAINPOL -
AUTO
800.73
@ The specified amounts are in Fmillion.
@ The specified amounts are subject to applicable taxes.
@ Apart from the taxes already included in the specified amount, any other statutory levies (state and central) shall be to our
Company’s account.
@ The quotations were provided in USD and have been converted at the RBI reference rate of 1 USD = ¥66.31 as at August 31,
2015.
® The quotations were provided in Euros and have been converted at the RBI reference rate of 1 Euro = ¥74.50 as at August 31,
2015.
© The quotations were provided in CHF and have been converted at the RBI reference rate of 1 CHF = ¥68.66 as at August 31,
2015.
M The quotations were provided in Japanese Yen and have been converted at the RBI reference rate of 1 Japanese Yen = ¥0.55 as
at August 31, 2015.
Our Company does not intend to purchase any second hand plant and machinery. Further, each unit of
the plant and machinery proposed to be purchased by our Company (as set out in the table above) is
proposed to be purchased in a ready to use condition.
2. To meet working capital requirements

Our business is working capital intensive and we avail majority of our working capital in the ordinary
course of our business from various banks. As of the March 31, 2015, our Company’s working capital
facility consisted of an aggregate fund based limit of ¥ 800.00 million and an aggregate non-fund based
limit of X 105.00 million. As of March 31, 2015, the aggregate amounts outstanding under the fund
based and non-fund based working capital facilities were ¥ 691.88 million and X 50.30 million,
respectively. For further details of the working capital facility currently availed by us, please see the
section entitled “Financial Indebtedness” on page 217.

Our Company requires additional working capital for reducing its existing dependence on creditors.
Basis of estimation of working capital requirement

The details of our Company’s working capital requirements as at March 31, 2015 as certified by our
Statutory Auditors by way of the certificate dated September 23, 2015 and funding of the same are as
set out in the table below:

(In ¥million)

Sr. No. Particulars Amount (As at March 31,
2015)

l. Current Assets
1. Inventories 919.36
). Raw material 365.41
(b). Work-in-progress 489.95
(c). Finished goods 64.00

70




Sr. No. Particulars Amount (As at March 31,
2015)
2. Trade Receivables 1,218.52
3. Cash and bank balances 4.22
4, Investments (Short Term) 0.00
5. Loans and advances 382.55
Total current assets (A) 2,524.65
1. Current Liabilities
1. Trade Payable 1,477.97
2. Advance From Customer (Due in 1 year) 0.00
3. Other current liabilities and provisions 300.78
Total current liabilities (B) 1,778.75
11, Total Working Capital Requirements (A - B) 745.90
V. Funding Pattern
1. Working Capital funding from banks 691.88
2. Short Term Loan from banks/Fls -
3. Internal accruals 54.02

The details of our Company’s estimated working capital requirements as at March 31, 2017 as certified
by our Statutory Auditors by way of the certificate dated September 23, 2015 and funding of the same
are as set out in the table below:

Sr. No. Particulars As at March 31,
2017
l. Current Assets
1. Inventories 1,250.00
(@). Raw material 434.00
(b). Work-in-progress 639.00
(c). Finished goods 177.00
2. Trade Receivables 1,945.00
3. Cash and bank balances 223.00
4, Investments (Short term) 0.00
5 Loans and advances 420.00
Total current assets (A) 3,838.00
1. Current Liabilities
1. Trade Payable 1,393.00
2. Advance From Customer (Due in 1 year) 0.00
3. Other current liabilities and provisions 328.00
Total current liabilities (B) 1,721.00
I1. Total Working Capital Requirements (A - B) 2,117.00
V. Proposed Funding Pattern
. Working capital funding from banks 901.00
. Internal Accruals 866.00
. Part of the Issue proceeds 350.00
Total 2,117.00

Assumptions for working capital requirements

Holding Levels

Sr. No.

Particulars

For the year ending
March 31, 2017

1.

Inventories
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Sr. No. Particulars For the year ending
March 31, 2017
(). Raw material 40 days
(b). Work-in-progress 45 days
(c). Finished goods 12 days

Other Material Assumptions

Element of Working Capital Basis for Assumption For the year ending
March 31, 2017

Trade Receivables (Exports) Days 140 days
Trade Receivables (Domestic) | Days 76 days
Other Current Assets Net sales 7.00%
Trade Payables Days 100 days
Short Term Provisions % of Operating Expenses 5.60%
Wo_rkmg Capital  Funding 40 98%
available

Interest Rate on Working 0
Capital Loan Cash credit 12.75%
Interest Rate on Working 0
Capital Loan PCFC 3.50%

General Corporate Purposes

Our Company proposes to deploy the balance Net Proceeds (after utilising the Net Proceeds towards
purchase of plant and machinery and meeting working capital requirements) aggregating X [e] million
towards general corporate purposes, subject to such utilisation not exceeding 25% of the Net Proceeds,
in compliance with the SEBI Regulations, including but not limited to strategic initiatives, meeting
exigencies which our Company may face in the ordinary course of business, meeting expenses incurred
in the ordinary course of business and any other purpose as may be approved by the Board or a duly
appointed committee from time to time, subject to compliance with the necessary provisions of the
Companies Act. Our Company’s management, in accordance with the policies of the Board, will have
flexibility in utilising any surplus amounts.

Issue Expenses

The total expenses of the Issue are estimated to be approximately X [e] million. The Issue expenses
consist of underwriting fees, selling commission, fees payable to the BRLMs, fees payable to legal
counsels, fees payable to Bankers to the Issue including processing fee to the SCSBs for processing
ASBA Bid cum Application Forms procured by the Syndicate Members and submitted to the SCSBs
and Registrar to the Issue, printing and stationery expenses, advertising and marketing expenses and all
other incidental and miscellaneous expenses for listing the Equity Shares on the Stock Exchanges as
agreed in terms of the Issue Agreement. The break-up for the Issue expenses is as follows:

Activity Estimated As a % of the As a % of
expenses® total estimated the total

(in % million) | Issue expenses® | Issue size®

BRLMs fees and commissions (including [e] [e] [e]

underwriting commission, brokerage and

selling commission)

Commission/processing fee for SCSBs® and [o] [o] [o]

Bankers to the Issue

Brokerage and selling commission for [*] [*] [*]

Registered Brokers®

Registrar to the Issue [] [*] [e]

Other advisors to the Issue [*] [*] [*]
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Activity Estimated As a % of the As a % of
expenses® total estimated the total

(in % million) | Issue expenses® | Issue size®

Others

- Listing fees, SEBI filing fees, book [*] [*] [*]

building software fees

- Printing and stationary [*] [*] [*]

- Advertising and marketing expenses [e] [o] [*]

- Miscellaneous [*] [*] [o]

Total estimated Issue expenses [e] [e] [o]

@ Amounts will be finalised at the time of filing the Prospectus and on determination of Issue Price and other details.

@ The SCSBs would be entitled to processing fees of ¥ /e] (excluding service tax) per Bid cum Application Form, for
processing the Bid cum Application Forms procured by the members of the Syndicate or the Registered Brokers and
submitted to the SCSBs.

® {/e] (excluding service tax) per Bid cum Application Form for every valid Bid collected by Registered Brokers from the
Retail Individual Bidders and the Non-Institutional Bidders.

Interim use of proceeds

Our Company, in accordance with the policies established by the Board from time to time, will have flexibility
to deploy the Net Proceeds. The Net Proceeds of the Issue pending utilization for the purposes stated in this
section, shall be deposited only in scheduled commercial banks included in the Second Schedule of Reserve
Bank of India Act, 1934. In accordance with Section 27 of the Companies Act, 2013, our Company confirms
that it shall not use the Net Proceeds for any investment in the equity markets.

Bridge Financing Facilities

Our Company has not raised any bridge loans from any bank or financial institution as on the date of this Draft
Red Herring Prospectus, which are proposed to be repaid from the Net Proceeds.

Monitoring of Utilisation of Funds

Since the proceeds from the Issue does not exceed X 5,000 million, in terms of Regulation 16 of the SEBI
Regulations, our Company is not required to appoint a monitoring agency for the purposes of this Issue. Our
Board will monitor the utilisation of the proceeds of the Issue. The Company will indicate investments, if any,
of unutilized Net Proceeds in the balance sheet of our Company for the relevant Fiscals subsequent to receipt of
listing and trading approvals from the Stock Exchanges.

Pursuant to clause 49 of the Equity Listing Agreement, our Company shall on a quarterly basis disclose to the
Audit Committee of the Board of Directors the uses and applications of the Issue Proceeds. On an annual basis,
our Company shall prepare a statement of funds utilised for purposes other than those stated in this Draft Red
Herring Prospectus and place it before the Audit Committee of the Board of Directors. Such disclosure shall be
made only until such time that all the Issue Proceeds have been utilised in full. The statement shall be certified
by the statutory auditor of our Company. Furthermore, in accordance with clause 43A of the Equity Listing
Agreement, our Company shall furnish to the Stock Exchanges on a quarterly basis, a statement including
material deviations, if any, in the utilisation of the proceeds of the Issue from the objects of the Issue as stated
above. This information will also be published in newspapers simultaneously with the interim or annual
financial results, after placing the same before the Audit Committee of the Board of Directors.

Variation in Objects

In accordance with Section 13(8) and Section 27 of the Companies Act, 2013 and applicable rules, our
Company shall not vary the objects of the Issue without our Company being authorised to do so by the
Shareholders by way of a special resolution through postal ballot. In addition, the notice issued to the
Shareholders in relation to the passing of such special resolution (the “Postal Ballot Notice”) shall specify the
prescribed details as required under the Companies Act and applicable rules. The Postal Ballot Notice shall
simultaneously be published in the newspapers, one in English and one in the vernacular language of the
jurisdiction where the Registered Office is situated. Our Promoters or controlling Shareholders will be required
to provide an exit opportunity to such Shareholders who do not agree to the proposal to vary the objects, at such
price, and in such manner, as may be prescribed by SEBI, in this regard.

73



Appraising Entity
None of the objects of the Issue for which the Net Proceeds will be utilized have been appraised.
Other Confirmations

No part of the proceeds of the Issue will be paid by us to the Promoters and Promoter Group, Group Companies,
the Directors, associates or Key Management Personnel. We further confirm, that the amount raised by our
Company through the Issue shall not be utilised towards buying, trading or otherwise dealing in equity shares of
any other listed company.
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BASIS FOR ISSUE PRICE

The Issue Price will be determined by our Company in consultation with the BRLMSs on the basis of assessment
of market demand for the Equity Shares offered through the Book Building Process and on the basis of
quantitative and qualitative factors as described below. The face value of the Equity Shares is X 10 each and the
Issue Price is [®] times the face value. The Floor Price is [e] the face value and the Cap Price is [e] the face
value.

Bidders are requested to please see sections entitled “Risk Factors”, “Our Business”, and “Financial Statements”
on pages 16, 114 and 218, respectively, to make an informed investment decision.

Qualitative Factors

We believe that some of the qualitative factors which form the basis for computing the Issue Price are as
follows:

e Among the Leading Manufacturers of Axle Shafts in Indig;

e Diverse Product Range of Axle Shafts and Spindles;

e Strong Long Term Customer Relationships and Diversified Customer Base;

e  Manufacturing Facilities with Large Capacity and Modern Machinery;

¢ Highly Qualified Management and Skilled Employee Base;

e  Strong Engineering, Product Development and Technological Capabilities; and
e Consistent Financial Performance and Strong Financial Position.

For further details, please see the section entitled “Our Business - Our Competitive Strengths” on page 115.
Quantitative Factors

The information presented below relating to our Company is based on the Restated Financial Statements. For
details, please see the section titled “Financial Statements” on page 171.

Some of the quantitative factors which may form the basis for computing the Issue Price are as follows:
1. Basic and Diluted Earnings Per Share (“EPS”), as adjusted for changes in capital:

As per the Restated Financial Statements of our Company:

Year Ended Basic EPS (in X) Diluted EPS (in X) Weight
March 31, 2013 3.17 3.17 1
March 31, 2014 8.75 8.75 2
March 31, 2015 14.24 14.24 3
Weighted Average 10.57 10.57
Notes:
. EPS calculation is in accordance with Accounting Standard 20 “Earnings per share” issued by ICAI
Basic Earnings per Net profit after tax (as restated) attributable to equity Shareholders
share (3)

Weighted average number of equity shares outstanding during the
period/ year
Diluted Earnings per

share (3) Net profit after tax (as restated)

Weighted average number of diluted equity shares outstanding during
the period/year
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The face value of each Equity Share is ¥10

Price/Earning (“P/E”) ratio in relation to Price Band of X [e] to X [e] per Equity Share:

Particulars

P/E at the lower end of Price
Band (no. of times)

P/E at the higher end of
Price band (no. of times)

Basic EPS for Fiscal 2015

[e]

[e]

Diluted EPS for Fiscal 2015

[e]

[e]

Industry P/E ratio

Talbros Engineering Limited (“TEL”) is the only listed industry peer of our Company. Based on
publicly available information, the revenue and scale of operations of TEL are not comparable with
those of our Company. The P/E ratio for TEL is 11.69 (computed on the basis of EPS for Fiscal 2015
and closing share price as on September 22, 2015).

Average Return on Net Worth (“RoNW”)

As per Restated Financial Statements of our Company:

Particulars RoNW % Weight
Fiscal 2013 6.13 1
Fiscal 2014 14.49 2
Fiscal 2015 19.17 3
Weighted Average 15.44

Minimum Return on Increased Net Worth after the Issue needed to maintain Pre-Issue EPS for

the year ended March 31, 2015:

Particulars At Floor Price At Cap Price
To maintain pre-lIssue basic EPS [¢]% [¢]%
To maintain pre-lIssue diluted EPS [0]% [®]%
Net Asset Value per Equity Share of face value of X 10 each
i Net asset value per Equity Share as on March 31, 2015 isX 74.29.
ii. After the Issue:
a. Atthe Floor Price: X [e]
b. Atthe Cap Price: X [o]
iii. Issue Price: X [eo]
Comparison of Accounting Ratios with Listed Industry Peers
Name of Standalone / Face EPS () NAV ( P/E | RONW
Company Consolidated | Value (Rs. | Basic | Diluted |  per (%)
Per share) share)
GNA Axles | Standalone 10 14.24 14.24 74.29 [e] 19.17
Limited®
Peer Group
Talbros Standalone 10 17.92 17.92 128.26 | 11.69 13.97
Engineering ®
Limited @
Q) Based on Restated Financial Statements for the year ended March 31, 2015
2 Based on the annual report for the year ended March 31, 2015
3) Based on the closing price on September 22, 2015
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Comparison of Profitability Margins with Listed Industry Peers

Name of |Standalon | Face | EBITDA Margin® (In PAT Margin® (In %) | Return on Net Worth®
Company el Value %) (In %)
Consolidat | (Rs.
ed Per
share) : : : : : : : : :
Fiscal | Fiscal | Fiscal | Fiscal | Fiscal | Fiscal | Fiscal | Fiscal | Fiscal
2015 2014 2013 2015 2014 2013 2015 2014 | 2013
GNA  [Standalone 10 1416 | 12.62 | 12.60 5.02 3.28 1.38 | 19.17 | 14.49 6.13
Axles
Limite
do
Peer Group
Talbros | Standalo 10 9.81 | 10.28 | 10.32 3.53 3.24 3.88 | 13.97 | 12.94 | 22.76
Engine | ne
ering
Limite
d®
1) Based on Restated Financial Statements for the year ended March 31, 2015
) EBITDA Margin = EBITDA / Total Revenue
3) PAT Margin = Profit After Tax / Total Revenue
4 Return on Net Worth = Profit After Tax / Net Worth
(5) Based on the annual report for the year ended March 31, 2015

The Issue Price of X [e] has been determined by our Company in consultation with the BRLMSs, on the
basis of assessment of market demand from investors for Equity Shares through the Book Building
Process. Our Company and the BRLMs believe that the Issue Price of X [e] is justified in view of the
above qualitative and quantitative parameters. Investors should read the above mentioned information
along with the sections entitled “Risk Factors” and “Financial Statements” on pages 16 and 171,
respectively, to make an informed decision.
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STATEMENT OF TAX BENEFITS

STATEMENT OF POSSIBLE SPECIAL TAX BENEFITS AVAILABLE TO THE COMPANY
AND IT’S SHAREHOLDERS UNDER THE APPLICABLE LAWS IN INDIA

To

The Board of Directors
GNA Axles Limited
1-C, Chhoti Baradari,
Garha Road, Part-11,
Jalandhar

Dear Sirs,

Sub:  Statement of possible Special Tax Benefits (the ‘Statement”) available to the GNA Axles Limited and
its shareholders under Securities and Exchange Board of India (Issue of Capital and Disclosure
Requirements) Regulations 2009 (the ‘Regulations’).

We hereby confirm that the enclosed annexure, prepared by GNA Axles Limited (‘the Company’) states the
possible special tax benefits available to the Company and the shareholders of the Company under the Income
Tax Act, 1961 (‘the Act”) and the Wealth Tax Act, 1957 (collectively referred to as Tax Laws) presently in force
in India (i.e. applicable for the Accounting year 2015-16 relevant to the Assessment year 2016-17). Several of
these benefits are dependent on the Company or its shareholders fulfilling the conditions prescribed under the
relevant provisions of the Act. Hence, the ability of shareholders fulfilling the conditions prescribed under the
relevant provisions of the Act. Hence, the ability of the Company, which based on the business imperatives, the
Company or its shareholders may or may not choose to fulfill.

The benefits discussed in the enclosed Annexure cover only Special tax benefits and general tax benefits.
Further, the preparation of the contents stated is the responsibility of the Company’s management. We are
informed that this Statement is only intended to provide general information to the investors and hence is neither
designed nor intended to be a substitute for professional tax advice. In view of the individual nature of the tax
consequences, 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.

Our views are based on the existing provisions of tax law and its interpretations, which are subject to change or
modification by subsequent legislative, regulatory, administrative, or judicial decisions. Any such changes,
which could also be retroactive, could have an effect on the validity of our views stated herein. We assume no
obligation to update this statement on any events subsequent to its issue, which may have a material effect on
the discussions herein.

The Direct Tax Code (proposed to replace the Income Tax Act, 1961 and Wealth Tax Act, 1957) may undergo
changes by the time it is actually introduced and hence, at the moment, it is unclear when will it come into effect
and what effect the proposed Direct Tax Code would have on the Company and the investors. We have
accordingly made no comment on impact of the proposed Direct Tax Code.

Our confirmation is based on the information, explanations and representations obtained from the Company and
on the basis of our understanding of the business activities and operations of the Company.

We do not express an opinion or provide any assurance as to whether:
» the Company will continue to obtain these benefits in future, or
» the conditions prescribed for availing the benefits, where applicable have been/would be met with; and
» the revenue authorities/courts will concur with the views expressed herein.

For G.S Syal & Co.,
Chartered Accountants

(Gurcharan Singh)

Proprietor
Place: Jalandhar M. No. 080075
Dated: September 10, 2015 RN :000457N
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ANNEXURE TO THE STATEMENT OF POSSIBLE SPECIAL TAX BENEFIT AVAILABLE TO GNA
AXLES LIMITED (“THE COMPANY”) (INCLUDING ITS RELEVANT SUBSIDIARIES) AND ITS
SHAREHOLDERS UNDER THE APPLICATION TAX LAWS IN INDA

Outlined below are the possible Special tax benefits available of the Company and its shareholders under the
current tax laws in India (i.e. applicable for the Accounting year 2015-16 relevant to the Assessment year 2016-
17.). 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 special tax benefits is
dependent upon fulfilling such conditions, which based on business imperatives it faces in the future, it may not

choose to fulfill.

A) Special tax benefits available to the Company

There are no special tax benefits available to the Company.

B) Benefits to the company under the Act

1.

General tax benefits

Business Income

The company is entitle to claim depreciation on specified tangible and intangible assets owned
by it and used for the purpose of its business as per the provisions of section 32 of the Act.
The company is also entitled to claim additional depreciation as per the rates prescribed by the
Act on Plant & Machinery used for production. Unabsorbed business losses, if any, for an
assessment year can be carried forward and set off against business profits for 8 subsequent
assessment years. Unabsorbed deprecation, if any, for an assessment year can be carried
forward and set-off against any source of income in subsequent years.

MAT Credit

. As per provisions of Section 115JAA of the Act, the Company is eligible to claim

credit for Minimum Alternate Tax (‘MAT’) paid for any assessment year commencing
on or after 1 April 2006. The amount of credit available shall be the difference between
MAT paid under section 115JB of the Act and taxes payable on total income computed
under other provisions of the Act. MAT credit shall be allowed for set-off for
subsequent assessment years to the extent of difference between the tax payable as per
the normal provisions of the Act and the taxes payable under Section 115JB of the Act
for the assessment year.

. MAT credit is eligible for carry forward and set-off for up to 10 years succeeding the

assessment year in which the MAT credit arises.

As per provisions of Section 80G/80GGB of the Act, the Company is entitled to claim
deduction of specified amount in respect of eligible donations and contribution to any political
party, subject to the fulfillment of the conditions specified in that section.

C) Benefit to the shareholders of the Company under the Act.

(@)

Dividends exempt under section 10(34) of the Act

> As per provisions of Section 10(34) of the Act, dividend (both interim and final), if any,
received by the resident members/shareholders from the Company is exempt from tax.
The Company will be liable to pay dividend distribution tax at the rate of 17.647 plus a
surcharge of 12% on the dividend distribution tax and education cess and secondary and
higher education cess of 2% and 1% respectively on the amount of dividend distribution
tax and surcharge thereon on the total amount distributed as dividend.
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D) Wealth Tax Act, 1957

» Wealth tax is chargeable on prescribed assets. As per provisions of Section 2(m) of the Wealth
Tax Act, 1957, the Company is entitled to reduce debts owed in relation to the assets which
are chargeable to wealth tax while determining the net taxable wealth.

» Shares in a company, held by a shareholder are not treated as an asset within the meaning of
Section 2(ea) of the Wealth Tax Act, 1957 and hence, wealth tax is not applicable on shares
held in a company.

For G.S Syal & Co.,
Chartered Accountants

(Gurcharan Singh)

Proprietor
Place: Jalandhar M. No. 080075
Dated: September 10, 2015 RN :000457N
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SECTION IV: ABOUT OUR COMPANY
INDUSTRY OVERVIEW

The information in this section is derived from reports of various government agencies, market research reports
and other publicly available sources. This data may have been reclassified by us for the purpose of
presentation. Unless stated otherwise, information in this section has been included from ‘Axle Shaft and
Spindle Market” dated September 2015 issued by CRISIL Research, a division of CRISIL Limited (“CRISIL
Report”). Neither we nor any other person connected with the Issue has verified this information. Industry
reports and publications generally state that their accuracy, adequacy or completeness and underlying
assumptions are not guaranteed and their reliability cannot be assured and investment decisions should not be
based on such information. Accordingly, prospective investors are advised not to unduly rely on the information
in this section when making their investment decisions.

CRISIL Research, a division of CRISIL Limited (CRISIL) has taken due care and caution in preparing this
report (Report) based on the Information obtained by CRISIL from sources which it considers reliable (Data).
However, CRISIL does not guarantee the accuracy, adequacy or completeness of the Data / Report and is not
responsible for any errors or omissions or for the results obtained from the use of Data / Report. This Report is
not a recommendation to invest/ disinvest in any company covered in the Report. CRISIL especially states that it
has no liability whatsoever to the subscribers / users / transmitters/ distributors of this Report. CRISIL Research
operates independently of, and does not have access to information obtained by CRISIL’s Ratings Division /
CRISIL Risk and Infrastructure Solutions Ltd (CRIS), which may, in their regular operations, obtain
information of a confidential nature. The views expressed in this Report are that of CRISIL Research and not of
CRISIL’s Ratings Division / CRIS. No part of this Report may be published/ reproduced in any form without
CRISIL’s prior written approval.

Economy Overview

India

The size of the Indian economy was ¥125.41 trillion in 2014-15, of which the services sector contributed around
52.5%, industry around 31.3% and remaining 16% was agriculture. During the last ten years, the GDP has
grown at a CAGR of 7.9% with services leading the growth at an average 9%, followed by industrial growth at
8% while agriculture has only grown at 3.6% CAGR in the same period.

India: GDP Growth

11 7

Strong growth across 9.5 96
10 sectors coupled with 93 Improvement in policy
moderate levels of : environment, unblocking of
inflation a5 stalled projects, better
9 ' business sentiments
8 - <)
73 74
:,-' -
Global crisis B2
6 -
From here on data
based on new series S
1 with base year 2011- ;
5 12 e Rate hikes. global
44 slowdown, contraction in
4 IIP, domestic policy inaction

F¥0O1 FY¥02 FY03 FY0O4 F¥0s FYO8 FYO?7 FYO0S Fv03 FY10 F¥11 F¥12 FY13 FY14 FY15EFY16P

Note: Real GDP at 2004-05 base prices till Fiscal 2012; P=Projected
(Source: Central Statistical Organisation, as per old data series till Fiscal 2012, new series since Fiscal 2013)

Global slowdown puts a dent in the growth trajectory

Post 2011-12, economic growth plunged due to slowdown in investments, high inflation and weak consumer
sentiments. The average growth during 2011-12 and 2012-13 was a meagre 5.7%, which came down from
around 9% in the earlier years. However, in the last two years there has been a recovery in GDP growth which is
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expected to continue in future.
Economic revival seen from 2015-16 onwards led by improving industrial activity

In 2015-16, economic growth is expected to be primarily led by industrial activity as revival in service and
agricultural sectors would remain fragile. Low inflation (due to lower oil prices) and improving income
visibility will support this growth. From an average US$64.1/barrel in May 2015, the price of Brent crude oil
touched a low of US$45/barrel in August 2015. Global crude oil prices are expected to average US$60-65/barrel
in 2015-16, as compared with US$85/barrel in 2014-15, which will ease inflation. This would support
consumption as lower inflation would result in greater real purchasing power. CPI inflation is expected to
average 5.8% in 2015-16, down from 6% in 2014-15.

Second consecutive year of deficient rainfall to impact agri GDP

As we approach the end of this monsoon, the IMD appears set to be vindicated on its 12% rain deficiency call.
From a surplus in June, rainfall was down to 6% below the long period average as of July 31, 2015, and has
fallen further to 12% deficient by August 2015 end at all-India level. Spatial distribution shows that rains have
been weak in certain pockets. Large food grain producing states such as Uttar Pradesh, Punjab, Haryana and
Maharashtra are reeling under a rainfall deficiency of 24% to 30% which is affecting sowing. This casts a
shadow over agricultural production and hence agricultural GDP is expected to grow at 1.5% in 2015-16, well
below the long-term trend and weak, given that it comes on a low base of 2014-15 (0.2%).

Interest rates expected to trend lower with decline in inflation to comfortable levels

With inflation under control, the RBI is expected to deliver another 25-50 basis points (bps) reduction in interest
rates in the current fiscal, which would also stimulate demand. Also, the RBI’s consumer confidence index
indicates rising trends that indicate better prospects for consumption growth. However in the absence of any
fiscal or significant monetary stimulus, the revival would only be mild.

Lower inflation and improvement in consumer sentiment to increase consumption expenditure

Revival in consumption demand is expected to aid the recovery in industry GDP growth. In 2015-16, it is
expected to grow at 6.5% as compared to 6.1% in the last fiscal. Further, the same would be supported by better
mining output (iron-ore) and investments in infrastructure picking up. The three month moving average of the
IIP series is showing improving growth. This would improve capacity utilisation rates, and hence will lead to
revival of private investment over the next 12-18 months.

Devaluation of the Yuan and expectation of rate hikes by the U.S. Federal Reserve to keep currency market
volatile

Another key development has been devaluation of Chinese currency. It caused currency volatility across
emerging markets including India. The next event, with potential to cause volatility in capital and forex markets,
is the impeding decision by the U.S. Federal Reserve to raise interest rates. In the base case scenario, the rupee
is expected to settle at 64/US$ by end-March 2016 versus 62.6/US$ in 2014-15.

Indian economic growth expected to pick up in the coming years

India is in a much better position with its low current account deficit and high forex reserves compared to other
emerging markets. With the Government’s proactive stance towards policy reform and RBI’s resolve to tame
inflation and reduce volatility in the currency market, India is well prepared to withstand headwinds in the
global economy. Balancing current risks, GDP growth is expected to rise to 7.4% from 7.3% in Fiscal 2015. On
the demand side, consumption revival is expected to be moderate, cushioned somewhat by lower inflation and
interest-rate cuts.

North America
North America comprises 23 sovereign states and accounts for almost 26% of global GDP

The three major economies of North America: the United States of America (U.S.), Canada and Mexico
contribute about 98% of North American GDP. These countries also form the trilateral trade bloc North
American Free Trade Agreement (“NAFTA”).
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The U.S. had a GDP of around US$17 trillion in 2014. It has a very high per capita income and accounts for
almost one-fifth of nominal world output. Canada is also a highly developed country with a GDP of US$1.78
trillion in 2014. It is a relatively diversified and export-oriented economy, due to which global growth,
especially that of the U.S., significantly influences Canada, since the U.S. is its largest trading partner. Mexico
is the third largest economy in North America, with a GDP of US$1.28 trillion in 2014. About one-third of
government revenue comes from the oil industry, much of which is bought by the U.S.

Services is the primary economic sector in the North American GDP

Service sector contributes to around 76% of total North American GDP whereas agriculture and industry
contribute around 1.4% and 22%, respectively. The largest manufacturing industries in North America by
revenue include petroleum, steel, automobiles, aerospace, telecommunications, chemicals and electronics.
Agricultural output has grown at 1.2% between 2003 and 2013 with majority of the growth coming from
increase in productivity (measured by cereal yields) through development of new technology.

Global Financial Crisis sends the economy into recession

After peaking at 3% in 2005, U.S. GDP growth gradually slowed to 1.8% in 2007. Following the global
financial crisis of 2008, real growth turned negative for the next 2 years. The U.S. economy has recovered
gradually since the last quarter of 2012. Consumption, the main growth engine has benefitted from steady job
creation and income growth, lower oil prices and improved consumer confidence. The U.S. is enjoying a boom
in domestic energy production, as a result of developments in shale gas production.

North America: GDP Growth
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Gradual economic revival seen post global slowdown

Asset purchases by the U.S. Federal Reserve ended in October 2014, and policy interest rates are widely
expected to start inching up from near zero level in the near future. Low energy prices, low inflation and
reduced fiscal drag are expected to support economic growth in the US. IMF forecasts U.S. GDP to grow 2.5%
in 2015.

Canada’s growth of 2% and 2.5% in 2013 and 2014, respectively, has been healthy alongside stronger recovery
in the United States and exchange rate depreciation. These developments have led to a welcome pick-up in
exports but are yet to translate into strong investment and hiring. IMF forecasts economy to grow at 1.5% in
2015 aided by a strengthening U.S. economy. There are downside risks as an unusually large fall in oil prices
could further weaken investment in energy sector and lower employment growth.

After being hit by credit crunch of 2008, in the last two years Mexico has grown at healthy pace (1.4% and 2.1%
in 2013 and 2014, respectively) by employing prudent macroeconomic policies with an ambitious set of reforms
aimed at boosting growth prospects and fiscal flexibility. However, domestic demand is still lagging with
private consumption dragged by low consumer confidence and limited wage growth. The GDP growth of
Mexico is expected to accelerate to 2.4% in 2015 as per IMF.
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Europe

The EU, comprising 28 member states, had a GDP of US$18.4 trillion in 2014. Germany, United Kingdom,
France, Italy and Spain are the five biggest nations in the EU accounting for about 73% of total output from the
group. Services are the largest contributor to the economy. It accounted for around 73 % of total GDP in 2013
whereas industry and agriculture contribute around 25% and 1.5%, respectively.

EU: GDP Growth
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(Source: Eurostat, CRISIL Research)

The European debt crisis erupted in the wake of the great recession around late 2009, and was characterised by
high government structural deficits and accelerating debt levels of several Eurozone member states (Greece,
Portugal, Ireland and Spain). Meanwhile, increased bailouts of the IMF and European Central Bank, led by
Germany, alleviated the situation in debt-stricken nations of Central and East Europe.

By the second half of 2013, the Eurozone as a whole had become more stable, however problems in Greece and
slow recovery in Italy and France continued in keeping growth in the Euro area to a minimum. Germany
continues to lead Europe in stability and growth, while both the UK and Ireland are seeing strong growth of 3-
4%. The EU’s average annual growth rate has been 0.95% over the past 5 years, with a few nations in the region
reeling under recessionary conditions.

Since March 2015, The European Central Bank has resorted to quantitative easing i.e. creating money to buy
financial assets. The fall in energy prices caused by the collapse in oil prices is aiding economic recovery.

Looking ahead, the prospects for the Eurozone economy are expected to be mixed. The slowdown in China is
expected to hold Germany back since its exports of investment goods and luxury cars to the country will be hit.
On the other hand, the decision to rescue Greece in its third bail-out in five years removes uncertainty about a
possible disruptive exit from the monetary union, at least for the time being.

According to IMF, growth is expected to gradually start increasing with 2015 growth forecasted to be about
1.5% in 2015 up from 0.8% in 2014.

Automobile (CV, Tractor) Production

Domestic Market- India

Commercial Vehicle

A Commercial Vehicle (“CV”) is used for transporting goods or passengers. In India, 85-88% of vehicles
produced are used to transport goods. Further, most vehicles produced in India are sold in the domestic market,

while only around 11% are exported. The major export markets are South Asian Countries, Middle East, South
East Asia and Africa.

Commercial Vehicles can be classified into three categories; Small Commercial Vehicles (“SCV?”), Light and
Medium Duty Trucks (“LMDT”) and Heavy Duty Trucks (“HDT”) based on the vehicle load capacity.

84


https://en.wikipedia.org/wiki/Great_Recession
https://en.wikipedia.org/wiki/Structural_deficits
https://en.wikipedia.org/wiki/International_Monetary_Fund
https://en.wikipedia.org/wiki/European_Central_Bank

Production review

From Fiscal 2005 to Fiscal 2012, CV sales saw steady growth across all vehicle segments except for Fiscal 2009
when it got impacted due the global financial crisis. Post Fiscal 2012, CV sales declined due to slowdown in
Indian economy.

CV Production growth (‘000 volume terms)
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SCV (<3.5 tonne)

Small Commercial Vehicles (“SCVs”) have gross vehicle weight (“GVW?”) of less than 3.5 tonnes. SCVs are
used for last mile transportation for redistribution of consumer products for shorter distances. From Fiscal 2011
to Fiscal 2013, sales grew steadily due to easy finance availability. However, as the economy started slowing
down and NPAs grew, financiers selectively financed vehicles, which led to a decline in SCV sales. Compared
to other CV segments, SCV has shown positive CAGR in the last five years.

The segment is fairly consolidated where Tata Motors and Mahindra & Mahindra are the two biggest players,
holding together more than 80% of market share.

SCV production trend (in '000 units) Production pie OEM wise Fiscal 2015
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LMDT (>3.5 tonne and <12 tonne)

LMDTs are used essentially to transport goods from secondary warehouses to local distributors. The sale of
LMDT is highly dependent on industrial production and consumption demand in the economy.
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Apart from goods vehicles, buses contribute significantly at 45-50%. The key end-use segments are school
buses, executive travel and state transport undertakings for intra city travel.

In the LMDT segment, Tata Motors has the highest market share followed by VECV-Eicher. Over the years,
Ashok Leyland has increased its share after the success of its eComet model.

LMDT production trend (in '000 units) Production pie OEM wise 2014-15
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HDT (>12 tonne)

HDTs are used for primary transportation of industrial and agricultural goods (plant to hub or hub to hub). HDT
sales can be correlated to industrial GDP growth or IIP as these are indicative of available freight and the growth
of freight traffic. This segment also includes multi-axle vehicles (“MAVS”), trucks with more than two axles.
Some of the MAVS, used in construction and mining activities (tippers), contain tandem drive axles.

Buses contribute 12-15% in this segment. Growth is primarily dependent on the increase in inter-city travel.

HDT production trend (in '000 units) Production pie OEM wise 2014-15
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Key drivers for commercial vehicles

Improved Industrial activity: Faster implementation of infrastructure projects will support CV growth. Key
freight generating industries are expected to see improved demand. Freight traffic is generally measured in
terms of billion ton kilometres (“BTKM?”) which is a product of metric tons and kilometres. Overall freight
demand has been growing at 6.5% CAGR between Fiscal 2009 and Fiscal 2015. However, non-bulk traffic,
which is mostly transported by road, is expected to grow by 7-9 per cent CAGR during Fiscal 2015 to Fiscal
2019 following expected improvement in consumption demand, especially consumer durables, pharmaceuticals
and automobiles. Share of road traffic is expected to continue to lead because of capacity constraints faced by
railways.
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BTKM growth with segmentation of Road and Rail
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Higher agricultural output: An increase in agricultural output will translate into an increased demand for
commercial vehicles for the transportation of agricultural commaodities.

Private final consumption expenditure (“PFCE”): PFCE is used to assess consumption demand which mainly
influences LMDT and SCV sales. Such vehicles are primarily used for last mile transportation and redistribution
of commodities. Growth in consumption and organised retail are the major drivers of SCVs for transportation.
Improvement in the economic growth combined with declining inflation will have a favourable impact on
consumer expenditure as disposable incomes start increasing. Going forward, PFCE growth is expected to
improve which is indicated by consumer sentiments.

Uptick in Export Import (“EXIM”) traffic: EXIM traffic is expected to pick-up over the next five years which is
expected to provide a boost to demand for tractor trailer as containers are majorly transported by tractor trailers.

Road construction and mining segment growth to drive tipper demand: Strong pick-up in road construction and
mining activity, post the coal block allocation and revocation of iron-ore mining ban, is expected to drive tipper
demand over next five years.

End-user sector growth rate for tippers

Sector

Roads, 40-45% T
Irrigation and Urban infrastructure 20-25% 7-9%
Industrial projects (Including rail, port, Airports) 10-15% 5-7%
Mining (Coal - 75-80%, Iron Ore - 20-25%) 20-25% 8-10%
Overall 10-12%

(Source: CRISIL Research)

Replacement demand: Most Large Fleet Operators (“LFO”) operate on long distance routes and tend to replace
their trucks after 5 years on average, which is the key demand driver for new truck sales. During the past two
years, transporters have been delaying replacement due to weak freight demand and low resale values in the
secondary market. Transporters have begun replacing their trucks gradually as their income prospects started
improving with revival in industrial growth in the past few quarters.
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Stricter ban on overloading: A ban on overloading will increase the requirement of trucks for transportation.
The government is beginning to enforce bans on overloading more strictly over the past few quarters in
Haryana, Delhi, North-West region, Tamil Nadu and some other states.

CV financing: Most commercial vehicles are purchased on finance and a decline in finance availability will
impact CV sales. Interest rates and loan to value ratios (“LTV”) have a significant effect on CV sales. As the
policy rates have been declining, many financiers have reduced interest rates for their strategic customers. As
NPA levels in CV financing have stabilised, finance availability is expected to improve providing boost to CV
sales.

Commercial vehicle outlook

Over the next five years, commercial vehicle sales are expected to grow due to improvement in industrial
activity, steady agricultural output and strong focus on infrastructure project execution along with continued
capacity constraints in the railways. Implementation of GST in the coming years will further expedite the
evolution of the hub-and-spoke model for transportation in the country, where small CVs are used for last mile
or spoke distribution, and HCVs for hub-to-hub transportation. This is expected to boost CV growth in the
coming years.

SCVs to drive CV sales over long term, sales of pick-ups to outpace that of sub-one-tonne vehicles

SCV demand is expected to increase by 13% CAGR during Fiscal 2015 to Fiscal 2020 supported by the
following reasons:

Consumption expenditure: Improvement in consumption expenditure, proliferation of hub and spoke model,
some replacement of large three-wheelers and easing of NPA level of financiers.

Demand for small pick-ups: Small pick-ups (around 1.25 tonnes), launched over the past 3-4 years, combine the
features of both mini trucks and large pick-ups. These have the ability to provide last mile support like mini
trucks due to their compact size and are also capable of plying inter-city routes like large pick-ups due to higher
power compared to mini trucks. Further, they also provide superior cost economics compared to mini trucks.

SCV Production Outlook (in '000 units)
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LMDT demand to get a boost from GST implementation

LMDT demand is expected to increase by 10% CAGR from Fiscal 2015 to Fiscal 2020 supported by the
following reasons:

GST implementation: Post GST implementation (expected in 2016-17), the realignment in distribution networks
and supply chain is expected to take at least 2-3 years, which will see increased demand for LMDTs for the
secondary leg of transportation. Firms would also eliminate several state warehouses and consolidate them into
larger regional warehouses, which would increase the average load size from manufacturing plants to larger
regional warehouses. Thus, there would be greater scope to use higher tonnage vehicles.
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Improvement in LCV-MHCV ratio: Despite improving penetration, India's LCV-MHCV sales ratio still lags
behind China. Currently, the LCV-to-MHCYV population ratio in India is estimated at 1.1 times, which is much
lower than that of China's 1.8 times. It is estimated to breach 1.5 times by Fiscal 2020 as capacities increase,
road network improves and the urban population increases.

LMDT production outlook (in '000 units)
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HDT demand to get a boost as macroeconomic scenario improves

Improvement in industrial activity: Between Fiscal 2015 and Fiscal 2020, MHCV sales are expected to register
10-12% CAGR due to expected improvement in industrial activity, steady agricultural output and strong focus
on infrastructure project execution along with continued capacity constraints in the Railways.

Tonnage shift: Within tippers, demand is shifting towards 25-tonne and 31-tonne models. In the trailers
segment, the 49-tonne trailer, introduced a few years ago, is finding increased demand from heavy industrial
cargo such as cement and steel.

HDT production outlook (in '000 units)
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Tractor

The tractor is a multi-utility vehicle, used to pull a variety of farm implements for ploughing, planting,
cultivating, fertilising and harvesting crops. While a majority of tractors find usage on farms, they are also used
at construction sites and at airports to transport material and goods.

In India, Tractors are classified into three categories based on their engine power:
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. Small tractors (<30 HP)
. Medium-sized tractors (30-40 HP)
. Large tractors (> 40 HP)

Tractor Segment mix 2014-15
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10%

(Source: CRISIL Research)

Production review

From Fiscal 2010, tractor sales saw strong growth mainly due to easy availability of finance and increase in
minimum support prices, barring Fiscal 2013 when poor monsoon in most parts of the country impacted
agricultural income. In Fiscal 2014, tractor sales rose strongly by 17.9% year-on-year with healthy demand
across regions. Conducive southwest monsoon, strong growth in kharif output, healthy rabi sowing and
sustained increase in MSPs resulted in robust tractor sales growth. In Fiscal 2015, tractor sales were again

impacted due to deficient rainfall.

Year-wise tractor production (in ‘000 units)
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(Source: CRISIL Research)

Mahindra & Mahindra has the highest market share in the tractor segment followed by TAFE. These two
players have more than 60% market share. Other prominent players in the field are Escorts Limited, John Deere,
International Tractors Limited and New Holland (India) Private Limited.

90



Production pie OEM wise 2014-15
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Tractor key drivers

Irrigation intensity and monsoons: A farmer will prefer to invest in costlier assets such as tractors when he is
assured of receiving essentials for farming, such as water supply or good monsoon. Irrigation intensity is
expected to improve further over the medium term with investments worth X 5,043 billion (at current prices)
having been proposed for the Twelfth Plan period towards it, thus supporting tractor sales.

Landholding pattern: The average landholding size has been declining due to socio-economic factors such as the
breakup of joint families and division of ancestral land. With the division of larger landholdings into smaller
ones, the number of tractors required is expected to rise. However, the purchase of a tractor would become
uneconomical for small farmers due to a reduction in farm size (as a result of the sub-division of already small
landholdings). However, with the proportion of landholdings below 2 hectares being very high, consolidation of
landholdings is expected to drive demand in the long run.

Availability of credit: In India, around 75% of tractors purchased are on credit and hence its availability
becomes a key demand driver for the industry. Therefore, any major changes in financing norms directly impact
the demand for tractors. Agricultural credit usage in farm mechanisation has been growing steadily over the
years, thus enhancing the farmers' ability to buy tractors.

Trend in agri-credit growth
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Minimum support prices of food grains: Procurement prices of food grains are fixed by the government, which
affect market prices, as they are used as a base for calculating the same. Change in procurement prices directly
affects the farmer's income as it impacts his loan repayment capability. The government has consistently raised
the MSPs of major crops such as wheat, rice, sugar cane and cotton, starting from 2006-07. This has reduced
volatility in farm incomes, notwithstanding some fluctuations in agricultural production arising from variation in
rainfall.

Crop mix: Medium and large tractors are preferred for the cultivation of cash crops such as sugarcane and
cotton, since the agricultural activity required for cultivating these is high and the timeliness of operations is
significant. Extensive cultivation of cash crops has yielded higher incomes for farmers and boosted tractor
demand. Similarly, in the case of intensive farming and multiple cropping, land bed preparation, harvesting and
transportation need to be done quickly. Hence, high-power tractors are preferred.

Cross-country comparison indicates healthy demand potential

The current penetration of tractors is estimated to be just over 1 HP per hectare. Tractors are fast replacing
bullock carts and labour as it is more cost-effective to rent a tractor or own a low HP tractor. Moreover, tractors
earn rental income and enable the farmer to increase cropping intensity. In developed countries, the penetration
of tractors is estimated to be in the range of 3 - 4 HP per hectare, which enables much superior crop yields
relative to India. Hence, the opportunity in this space is substantial given the relatively low mechanisation levels
in India.

Farm power through tractorisation in India has a long way to go to reach levels in developed economies
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Tractor outlook
Domestic demand to grow at a healthy pace till Fiscal 2020

Tractor demand is expected to increase by 9-10% CAGR from Fiscal 2015 to Fiscal 2020 against an estimated
16% CAGR seen from Fiscal 2009 to Fiscal 2014 supported by the following reasons:

. Increase in farm profitability due to:
a) healthy growth in MSP, albeit at lower pace than in the period between Fiscal 2008 and Fiscal
2013 when MSPs were growing at double digit rates; and
b) growth in crop yields, due to increase in irrigation intensity leading to increase in crop output.
. Migration of labour to urban areas and rural entrepreneurship lead to farm labour shortage.
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o Increased focus of the government on agriculture through agricultural credit.

. Increase in rural development.
o Increased availability of finance by:
a) non-mortgage schemes with private financiers as against mortgage of land earlier;
b) expansion of private financiers (seen in the East); and
c) finance for used tractors leading to shortening of replacement cycles (seen in the North).

Tractor production outlook (in’000 units)

2014-15 2015-16(P) 2016-17(P) 2017-18(P) 2018-19(P) 2019-20(P)
(Source: CRISIL Research)

Major Global Markets
North America
Commercial Vehicle
Production Review

Due the global financial crisis North American CV production had almost halved in CY 2009 from CY 2005
levels. Since CY 2010, the North American commercial vehicle market has improved steadily as the economy
revived, supported by income growth and healthy job creation. In CY 2014, North America accounted for 46%
of all commercial vehicle production worldwide. Around 95% of commercial vehicles produced in North
America are LCVs.

CV production Trend in North America (in’000 units)
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Note: CV Production includes pick ups, SUVs which is reported under Light Trucks in North America
(Source: OICA, CRISIL Research)
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Commercial Vehicle Segment mix in North America 2014
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Production Outlook

As the overall macro-economic situation in the U.S. improves, the demand for commercial vehicles will
increase in North America. Apart from that, demand for technologically superior vehicles will increase due to
tightening emission controls around the world. Many western OEMs are trying to manufacture vehicles with
cutting edge technology while keeping the cost low. These OEMs are adding compressed natural gas and
liquefied natural gas engines to their vehicle lineups. This new segment of vehicle will create additional
demand.

North American market has still not reached pre-2008 global crisis volumes. With strong economic growth in
recent years, near term CV production is expected to grow at a strong pace of around 10%. Going forward, as
the effect of low base wanes, CV production growth is expected to slow down after 2-3 years. Overall,
commercial vehicle production in North America is expected to post 4-5% CAGR between CY 2015 and CY
2020.

CV Production Outlook in North America (in '000 units)
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Tractor

North America is one of the largest agricultural equipment markets in value terms. It is generally considered to
be a mature market. Agricultural equipment demand over the past decade has been fairly robust due to high crop
prices, which has translated into strong farmer receipts. These high crop prices are the result of government
policies and growing demand in emerging markets.

In North America, tractors are a mix of higher and lower HP categories mainly dominated by 2-wheel drive
tractors. In CY 2014, half of the tractors sold were below 40 HP, with tractors above 100 HP contributing 18%
of the sales.

Tractor Production (in '000 units) Market Segment by HP Category 2014
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(Source: Industry Reports, CRISIL Research) (Source: Industry Reports, CRISIL Research)
Note: 2013, 2014 estimation based on sales number adjusted for
imports and exports

Production Outlook
North American tractor market will be weak for a number of reasons.

First, generally lower global grain prices are expected in the coming 18-24 months compared to previous years,
as there will be healthy supply globally. This will lead to lower farm incomes, which will curb demand for new
machinery.

Second, farmland values in the Midwest (the key grain growing states) are rising at their slowest pace since the
global financial crisis, which is reducing farmers’ collateral and therefore limiting farm borrowing capacity.
Indeed, farmland values are close to declining.

Third, changes to the U.S. Farm Bill are expected to lead to reduced machinery sales growth as the bill replaces
fixed subsidies with a more robust insurance scheme, with the ultimate aim of reducing government spending on
the U.S. farm sector. This is expected to lead to reduced farm incomes and thus lower demand for big-ticket
items such as tractors.

Tractor production in North America is expected to expand at around 2% between CY 2015 and CY 2020.
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North America Tractor Production Outlook (in '000 units)
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(Source: CRISIL Research)
Europe

Commercial Vehicle
Production Review

Due the global financial crisis, European CV production declined significantly in CY 2009 from CY 2007 peak
levels. After slight recovery in CY 2010, the CV market has almost remained muted in the last five years as
economic revival in the Eurozone has been slow. In CY 2005, Europe accounted for 15% of all commercial
vehicle production worldwide. In CY 2014, the figure had fallen to 11%. Over the last decade, global CV
production share of China has grown majorly at the expense of Europe.

CV production Trend in Europe (in’000 units)
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(Source: OICA, CRISIL Research)
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Commercial Vehicle Segment mix in Europe 2014
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Production Outlook

The outlook for economic growth in the EU has brightened. Recent indicators suggest that a cyclical upswing
driven by private consumption is underway. Growth may still strengthen in the near term as the economy
receives economic boost from tailwind factors such as low oil prices and QE from central bank.

Among major European Union countries; Spain, Germany, France, Italy, Poland are expected to do well in the
near future. In the long term, Turkey, Russia and Eastern European countries will be dynamic although geo-
political tensions may cast a pall. CV production in Europe is expected to post around 5% CAGR between CY
2015 and CY 2020.

CV Production Outlook in Europe (in '000 units)
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(Source: CRISIL Research)

Tractor
Production Review

Western Europe is a mature market that has, historically, been a relatively stable source of demand for
agriculture equipment. The tractor market is skewed towards bigger machines and higher HP tractors. Due to
farming technology deployed as well as legislation, <50 HP as well as 4-wheel drive tractors have limited
importance in Europe.

Eastern European farms are relatively small and have lower adoption rate of advanced farming practices.
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However, inclusion in the EU and access to government support is helping to close the gap. Further, reforms
such as Common Agricultural Policy (“CAP”) and the Renewable Energy Directive have the potential to alter
the market. Any reforms that encourage farmers to seek additional operating efficiencies could result in
additional farm consolidation and implementation of larger farm equipment in order to achieve scale
advantages.

Tractor Production (in '000 units) Market Segment by HP category 2014
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Production Outlook
European tractor market will be weak for at least 2-3 years due to several reasons.

First, the current downward trend can partially be explained by and must be seen in the context of the recent
boom in agricultural machinery sales between CY 2011 and CY 2013.

Second, lower commodity prices for cereals and milk and reduced farmers’ income in Europe limit investment
mood and purchasing power for new equipment.

Third, new rules for EU subsidy payments under the CAP introduced in 2013 will add further uncertainties.
Overall, tractor production in Europe is expected to remain flat between CY 2015 and CY 2020.

Europe Tractor Production Outlook (in '000 units)
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(Source: CRISIL Research)
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Auto Component
Auto Component Market
Global Auto component

The auto component industry accounts for 3.6% of total production of the global manufacturing industry. The
industry is diverse, covering final consumer goods used to supply OEMs and the aftermarket.

In CY 2014, global auto parts production reached about US$1.4 trillion with Asia Pacific having the largest
share with 55.5%, followed by North America (24%) and Europe (14%). The auto component production in
North America is around US$335 billion in size whereas that in Europe is around US$193 billion. In both of
these markets 70-75% of production is for OEMs.

Auto Components Production Share by Country 2014 (Total US$1.4 trillion)

India

397, North

America
24%

(Source: CRISIL Research)

Global production is expected to increase at a CAGR of 6.5% between CY 2014 and CY 2020. Major growth
would come from Emerging Market economies where production of auto components is going to increase.
Further, with increased competition new opportunities will open up for export-oriented low-cost countries such
as India, Mexico, China, Brazil and South Korea.

Indian Auto component
Industry overview

Auto components production is driven by consumption by different end-user segments: OEMSs, exports and the
replacement market. OEM demand can be further segregated based on the various vehicle segments. In Fiscal
2015, auto components’ consumption in India accounted for 2572 billion, with OEMs accounted for nearly
two-thirds of total auto component consumption. Among OEMSs, cars and utility vehicle manufacturers remain
the largest consumers.
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OEMs remain dominant consumers of auto components
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(Source: ACMA, CRISIL Research)

Engine parts have the biggest share in auto components production followed by drive transmission, steering
parts and body & chassis. Domestic consumption of rear axle shafts and spindle demand from commercial
vehicles and tractors in India accounts for approximately 2% of drive transmission and steering parts. Further,
rear axle shafts and spindles find usage in construction equipments and sports utility vehicles (“SUVs”). A
significant proportion of these components are exported from India as well.

Segment-wise production break-up
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(Source: ACMA, CRISIL Research)

Auto Component drivers
Revenue growth to be driven by higher OEM off-take

Auto component production in Fiscal 2016 will mainly be driven by higher off take from OEMs as demand
across the automobile segments, particularly passenger vehicles and medium and heavy commercial vehicles
(“MHCVs”), improves.

Auto component exports to grow with revival in economies of key markets, expansion into new geographies and
support from rupee depreciation

Auto component exports are forecast to rise by a healthy 14-16% in Fiscal 2016 on expectations of steady
growth in automobile sales in the EU and U.S. European sales are expected to rise as quantitative easing by the
region's central bank spurs the economy, and thereby freight availability, in-turn reviving truck sales.
Continuing benefits accrued from a weak rupee, increased focus on exports and geographical expansion by
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manufacturers are expected to support domestic auto component manufacturers.
Aftermarket growth to pick up gradually

A persistent rise in cheaper auto component imports, particularly from China, South Korea, Thailand and
Taiwan, is expected to affect the pricing flexibility in the replacement segment and restricted growth of the
domestic after-market. However, a sharp depreciation of the rupee has reduced the price disadvantage of cheap
imports to some extent, which has led to a slight shift in favour of domestic auto component manufacturers and
deceleration in auto component imports.

Size and growth in auto components industry

201213 : 201314 | 201415E : 201516P
“Proportion Sz Growth | Size Growth | Size Growth | Size  Growth
of total (Rs bn) {(Rs bn) :(Rs bn) . (Rs bn)

Domestic production
- (A) OEM 68% 1506 2% | 1440  -4% 1541 6-8% | 1702 9-12%
- (B) Replacement 16% 357 7% | 373 5% 403 79% 439 8-10%
- (C) Exports 16% 345 3% 400 16% | 510 26-28% | 587 14-18%
Domestic production (A+B+C) 100% 2,208 3% 2213 0% 2454 0412% i 2,728 1012%
- (D) Imports 567 12% . 582 3% . 628 7-9% . 685 8-10%
Domestic consumption (A+B+D) 2430 5% i 2395 A% 2572 6.9%; 2827 9.11%

(Source: CRISIL Research)
EBITDA margins of large players to expand further in 2015-16

EBITDA margins of large auto component manufacturers are expected to improve by 40-70 basis points (bps) to
15.5-15.7% in Fiscal 2016. A rise in exports, utilisation rates, and a 10-12% fall in prices of raw materials such
as pig iron, steel and plastics will also drive up margins. In Fiscal 2015 as well, the story was no different as the
above factors, in addition to several cost-cutting initiatives (manpower reductions, shorter shifts etc.), boosted
margins by approximately 76 bps.

Trend in profitability (percentage of sales)
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Note: Information is aggregated for a set of 75 leading automotive component manufacturers, constituting close to 30% of the industry as of
2013-14.

(Source: CRISIL Research)
Export Market for Auto Component Industry
Recovery in export markets, sourcing from low cost countries to provide momentum for exports

Auto component exports are estimated to record a robust 17-20% CAGR between Fiscal 2015 and Fiscal 2020,
aided by: (i) higher automobile production in key target markets; (ii) penetration potential of Indian players; and
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(iii) a surge in component sourcing by global automakers from India.

Auto components exports (X billion)

CAGR 20%

CAGR 17%

201011 201112 201213 2013-14 201415  2015-16{P) 2019-20{P}

(Source: CRISIL Research, ACMA)

Over the past decade, India has emerged as the auto component hub for automakers across the globe, given its
relatively lower manufacturing cost. Superior product quality and a shift to high-tech products have helped
Indian component makers compete better with other low-cost destinations and thus boost exports. In the auto
component industry, cost optimization is the most critical factor. Low-cost countries focus on lowering
manufacturing as well as supply chain costs while maintaining quality.

India's credibility has also driven global automakers to increasingly source components from here. A recovery in
North America and Europe, two primary markets with over 50% share, has also driven Indian auto component
exports. Further, India has become a global hub for manufacturing of compact cars launched by global players
like Ford, Volkswagen, Renault and Nissan and export of related components. Even as the above trends
are encouraging, India still constitutes only 1% of global auto component exports. This may change in the
coming years as more global automakers set up shop in India and its automobile exports increase rapidly.

Focus of exports expands to emerging countries with faster growth

Indian auto component makers maximise realisations by exporting over 50% of their output to the NAFTA
region and the EU. Shipments to these regions recorded a CAGR of 13% and 8%, respectively, between Fiscal
2007 and Fiscal 2014. Over the next couple of years, while exports to the NAFTA region are expected
to continue growing strongly amid a recovery in automobile production there, shipments to the EU would
remain stable.

Though the NAFTA region and EU continue to remain key markets, Indian exporters are gradually penetrating
other geographies like Latin America and South-East Asia (see chart below). The emergence of South-East Asia
is also underscored by India becoming an export hub for many global OEMs.
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India: Auto component export destinations (2014)
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Rear Axle Shaft and Spindle

A rear axle shaft is a component of the rear axle housing on a rear-wheel drive vehicle. The rear axle shaft
provides the power to the tires to drive the vehicle. The spindle is connected to rear axle housing and is
stationary.

Volume of production of rear axle shaft and spindle is a factor of vehicle production. In any commercial vehicle,
there are two rear axle shafts and spindles except in tandem drive vehicles, where requirement of rear axle shaft
and spindles is more than two. In case of tractors, there are two rear axle shafts but no spindles in rear axles.
Some rear axle shaft and spindles are also used in construction equipments and SUVs.

Note: Axle shaft and spindle used in vehicle segments other than tractors and commercial vehicles and replacement demand
is not considered in market sizing shown.

Domestic Market- India
Review of Rear axle shaft and spindle

The current market size for rear drive axle shaft used in commercial vehicle and tractor produced in India is
around 5.2 billion. In Fiscal 2012, the axle shaft market was at peak because of greater number of CV
production and then onwards it declined due to weak economic activity.

Axle shaft volume(in '000 units) Axle shaft value (In ¥ million)
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(Source: CRISIL Research) (Source: CRISIL Research)
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The tractor contributes the highest in terms of volume among the four segments. Further, average realisation of
rear axle shaft of a tractor is higher than that of a CV. So, also in terms of value, the tractor segment contributes
more than double.

Axle shaft volume mix Fiscal 2015 (Total 2.6 million Axle shaft value mix Fiscal 2015 (Total 5,158
units) million)
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(Source: CRISIL Research) (Source: CRISIL Research)

The current market size for spindles used in commercial vehicles produced in India is around X1.7 billion. In
Fiscal 2012, the spindle market performed well because of higher CV production. In Fiscal 2014 and Fiscal
2015, the market was subdued because of low CV production contributed by tepid demand and higher financing
cost.

Spindle volume(in '000 units) Spindle value (In ¥ million)
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Note: Market sizing only considers CV and Tractor segment Note: Market sizing only considers CV and Tractor segment
(Source: CRISIL Research) (Source: CRISIL Research)

SCV contributes the highest volume in spindle market than any other commercial vehicle segment. But, in terms
of value HDT segment contributes the highest as average realization is higher than that of any other segment.
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Spindle volume mix Fiscal 2015 (1.4 million units) Spindle value mix Fiscal 2015 (Total {1,685 million)
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Competition Structure

The axle shaft and spindle manufacturing industry has moderate level of competition. The industry is
characterised by 5-6 large manufacturers like GNA Axles Limited, Talbros Engineering Limited, Kross
Manufacturers, Embross Autocomp Limited, SPM Autocomp Systems Private Limited and a few small players.
Among these, GNA Axles Limited and Talbros Engineering Limited are the leading manufacturers.

The size and weight of an axle shaft could vary widely based on vehicle segments from a SCV to a tractor
ranging from as small as 7-8 kg for a SCV to 28-30 kg for a tractor. Most of the manufactures have built up
capacity and expertise accordingly and hence cater to different vehicle segment.

Rear axle shaft and spindle outlook

Rear axle shaft and spindle volume is estimated to grow at a CAGR of 11.0% and 11.5%, respectively between
Fiscal 2015 and Fiscal 2020 based on:

. LCV demand is expected to increase by 11-14% CAGR during Fiscal 2015 to Fiscal 2020 on the back
of improved PFCE, growing hub and spoke network, replacement of 3-wheelers and ease in CV
financing.

. Between Fiscal 2015 to Fiscal 2020, MHCYV sales are expected to grow by 10-12% CAGR due to the

expected improvement in industrial activity, steady agricultural output and strong focus on
infrastructure project execution along with continued capacity constraints in the Railways.

. Over the long term, tractor sales are expected to grow by 8-10% CAGR, with falling replacement

cycles, stable farm incomes, and increased focus of the government on agricultural and rural
development.
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Axle shaft volume outlook (in ‘000 units)
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(Source: CRISIL Research)

Spindle volume outlook (in ‘000 units)
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Note: Market sizing only considers CV and Tractor segment
(Source: CRISIL Research)

. Raw material price is expected to remain flat due to weak global demand of steel. However, manpower
and other overhead costs are expected to exert pressure on the price. Average realisation per rear axle
shaft and spindle is expected to increase by 2-4% CAGR over the next five years.

. Based on that, rear axle shaft market size is expected to grow at 13% CAGR for the next five years. In
Fiscal 2020, rear axle shaft market size for commercial vehicles and tractors produced in India is
projected to be around 9,600 million.

. Similarly, spindle market size is expected to grow at 14% CAGR over the next five years based on
projections of volume and average price realisation. In Fiscal 2020, rear spindle market size for
commercial vehicles and tractors produced in India is projected to be around %3,300 million.
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Axle shaft value outlook (in ¥ Million)
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Spindle value outlook (in € million)

3300
2838
2443
2145
1884
1685
2014-15 2015-16(P)  2016-17(P)  2017-18(P)  2018-19(P)  2019-20(P)

Note: Market sizing only considers CV and Tractor segment
(Source: CRISIL Research)

Other Major Global Markets
North America
Review of rear axle shaft and spindle

The current market size for rear axle shafts used in commercial vehicles and tractors produced in North America
is around US$ 864 million. Between CY 2010 and CY 2014, axle shaft production steadily increased, primarily
due to firm recovery in commercial vehicle and tractor production in the region after the global financial crisis.
During this period, axle shaft volume increased at a CAGR of 9.8% while value increased at a CAGR of 8.3%
due to decline in steel prices.
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Axle shaft volume (in ‘000 units) Axle shaft value (in US$ million)
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(Source: CRISIL Research) (Source: CRISIL Research)

In terms of both volume and value, the contribution of LCVs is the highest amongst all segments, though
average realisation of a rear axle shaft in HCVs is the highest among other vehicle segments.

Axle shaft volume mix CY 2014 (21 million units) Axle shaft value mix CY 2014 (US$ 864 million)
‘5% a
mLCV HCV = Tractor = CV mHCV = Tractor
(Source: CRISIL Research) (Source: CRISIL Research)

The current market size for spindles used in commercial vehicles produced in North America is around US$ 776
million. Between CY 2010 and CY 2014, spindle production increased steadily influenced by firm post-crisis
recovery in commercial vehicle production in North America. During this period axle shaft volume increased at
a CAGR of 10% while value increased at a CAGR of 8.3% due to decline in steel prices.
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Spindle volume (In ‘000 units) Spindle value (In US$ million)
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Rear axle shaft and spindle outlook

In North America, rear axle shaft and spindle volume are estimated to post a CAGR of 4.5% and 4.7%,
respectively, between CY 2015 and CY 2020, based on:

. CV production is expected to increase by around 4-5% CAGR between CY 2015 and CY 2020 on the
back of demand for technologically superior vehicles in the face of tightening emission control. As the
macro-economic situation in North America improves, the region will show more demand.

. Tractor production is expected to remain muted during the next five years because of low farm income
due to subdued global grain prices, slow growth of farmland values and abolition of fixed subsidies as
per new U.S. Farm Bill.

Axle Shaft volume(in '000 units) Spindle Volume (in ‘000 units)
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) Raw material price is expected to remain flat due to weak global demand of steel. However, manpower

and other overhead costs are expected to exert pressure on the price. Average realisation per rear axle
shaft and spindle is expected to increase by 2-4% CAGR over the next five years.

Based on that, rear axle shaft and spindle market size is expected to grow at 7-8% CAGR for the next five years.
In CY 2020, rear axle shaft and spindle market size for commercial vehicles and tractors produced in North
America is projected to be around US$ 1326 million and US$ 1195 million, respectively.

Axle Shaft Value (In US$ million) Spindle value (In US$ million)
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Europe

Review of Rear axle shaft and spindle: The current market size for rear drive axle shaft used in commercial
vehicles and tractors produced in Europe is around US$ 239 million. Between CY 2010 and CY 2014, axle shaft
market did not grow due to a steep slump in the production of HCV, despite recovery in LCV and tractor
segments. In CY 2014, axle shaft production level was still a quarter below the pre-crisis peak of 2007. Axle
shaft volume declined at a CAGR of 2% between CY 2010 and CY 2014 while low steel prices led to decline in
value terms at a CAGR of 3% during the same period.

Axle shaft volume (in ‘000 units) Axle shaft value (in US$ million)
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In terms of both volume and value, the contribution of LCVs is the highest amongst all segments, though
average realisation of a rear axle shaft in tractors is the highest among other vehicle segments.

Axle shaft volume mix CY 2014 (5.2 million units) Axle shaft value mix CY 2014 (US$ 239 million)
| B I 12% I
mLCV mHCV ' Tractor ELCV mHCV ' Tractor
(Source: CRISIL Research) (Source: CRISIL Research)

The current market size for spindles used in commercial vehicles produced in Europe is around US$ 200
million. Between CY 2010 and CY 2014, spindle volume declined due to a fall in the production of HCVs.
Decline in raw material prices led to further degrowth of spindle market in value terms.

Spindle volume (in ‘000 units) Spindle value (in US$ million)
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Note: Market sizing only considers CV and Tractor segment Note: Market sizing only considers CV and Tractor segment
(Source: CRISIL Research) (Source: CRISIL Research)

LCV contributes the highest amongst all segments in terms of both volume and value. However, share of HCV
in spindle value mix is relatively higher as average realisation per spindle in HCV is more.
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Spindle volume mix CY 2014 (4.8 million units) Spindle value mix CY 2014 (US$ 200 million)

HLCV mHCV HLCV mHCV

(Source: CRISIL Research) (Source: CRISIL Research)

Rear axle shaft and spindle outlook

In Europe, rear axle shaft and spindle volume is estimated to post a CAGR of 4.6% and 5%, respectively,
between CY 2014 and CY 2020 based on:

o CV production is expected to increase by around 4-5% CAGR between CY 2015 and CY 2020 as the
outlook for economic growth in EU has brightened. In the long term, Turkey, Russia and Eastern
European countries are expected to play a dynamic role in automobile manufacturing.

) Tractor production is expected to remain flat over the next five years because of uncertainties in EU
subsidy payments caused by the newly introduced CAP and low cereals and milk prices.
Axle Shaft volume(in '000 units) Spindle Volume (in ‘000 units)
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Note: Market sizing onIy considers CV and Tractor segment Note: Market sizing only considers CV and Tractor segment
(Source: CRISIL Research) (Source: CRISIL Research)
. Raw material prices are estimated to remain flat due to weak global steel demand. However, manpower

and other overhead costs are expected to exert pressure on the price. Average realisation per rear axle
shaft and spindle is expected to increase by 2-4% CAGR over the next five years.

Based on that, rear axle shaft and spindle market size is expected to expand at around 8% CAGR over the next
five years. In CY 2020, rear axle shaft and spindle market size for commercial vehicles and tractors produced in
Europe is projected to be around US$ 375 million and US$ 316 million, respectively.

Axle Shaft Value (In US$ million) Spindle value (In US$ million)
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OUR BUSINESS

Overview

Established in 1993, our Company is today among the leading manufacturers of rear axle shafts used in on-
highway and off-highway vehicular segments in India (Source: CRISIL Report). Since our first supplies in 1995
and our first exports in 2002-2003, we have grown to production levels of more than 1.97 million components in
Fiscal 2015. We manufacture and supply a diverse range of rear axle shafts, other shafts and spindles for the on-
highway segment, i.e. for light commercial vehicles (“LCVs”), medium commercial vehicles (“MCVs”) and
heavy commercial vehicles (“HCVS”) and other transport vehicles such as buses. We also manufacture and
supply a diverse range of rear axle shafts and other shafts for the off-highway segment, i.e. for agricultural
tractors and machinery, forestry and construction equipments, electric carts and other specialty vehicles used in
mining and defense sectors. We also manufacture solid and hollow spindles used in the axle assembly for
various vehicles and equipments in the on-highway segment which we supply to our export customers.

We have a broad customer base for both the on-highway and off-highway segments and our customers are based
in India and overseas. Our customers primarily include original equipment manufacturers (“OEMS”) such as
Mahindra & Mahindra Limited, John Deere, Tractors and Farm Equipment Limited (“TAFE”), and tier-1
suppliers to OEMs such as Automotive Axles Limited, Meritor HVS AB and Dana Limited. In Fiscal 2015, our
domestic sales and export sales constituted 51.67% and 48.33% of our revenue from operations, respectively.
Our domestic customers in the on-highway segment include major tier-1 suppliers such as Automotive Axles
Limited and Dana Limited and HCV manufacturer such as Meritor HVS AB. In the off-highway segment, our
domestic customers include major tractor manufacturers such as Mahindra & Mahindra Limited, TAFE, Escorts
Limited and Claas India Private Limited. We also export rear axle shafts, other shafts and spindles to various
countries including USA, Sweden, Turkey, Brazil, Italy, Germany, Spain, Mexico, Japan, UK, France, China
and Australia. Our major global customers include Meritor HVS AB, John Deere, Transaxle Manufacturing of
America, Dana Limited and Kubota Corporation.

The chart below provides a region-wise break-up of our export sales for Fiscals 2015, 2014, and 2013:

Export Sales (in X millions)
Country Fiscal 2015 Fiscal 2014 Fiscal 2013
North America 993.29 208.57 256.14
Europe 800.15 933.55 681.42
Asia Pacific 97.27 92.49 95.55
South America 167.61 198.70 140.23
Total 2,058.32 1,433.31 1,173.34

We have two manufacturing facilities: Unit | located in village Mehtiana, district Hoshiarpur, Punjab and Unit |1
located at village Gulabgarh Jattan, district Kapurthala, Punjab. Both of our manufacturing facilities are ISO/TS
16949:2009 certified for manufacture of rear axle shafts, other shafts and spindles for automotive applications.
As of March 31, 2015, our manufacturing units have a total annual manufacturing capacity of 2.30 million rear
axle shafts, 0.40 million other shafts and 0.30 million spindles.

Our manufacturing facilities include machinery imported from various countries including Italy, Germany,
Japan, China and Taiwan, used for various processes such as materials testing, forging, heat treatment,
machining, induction hardening and packaging. Some of our significant machineries include 13” upsetter, direct
drive screw press supported by robots, Lasco extrusion press supported by robots and electric heat treatment
furnace, and direct drive screw press supported by robots for heavy axle shafts forgings. Our machineries enable
us to manufacture rear axle shafts up to input weight of 165 kg.

Our Promoters have an average of approximately 28 years of experience in the engineering and auto component
manufacturing sector. They have been on the Board of our Company since our inception in 1993 and have
played a pivotal role in the innovation, success and growth of our Company.

For Fiscal 2015, our total revenue and our net profit were X 4,306.44 million and X 215.98 million, respectively.

For Fiscal 2015, our total sales was X 4,258.67 million comprising domestic sales of X 2,200.26 million and
export sales of ¥ 2,058.41 million.

114



Key Milestones

Please see below the key milestones indicating the growth of our Company since its inception:

Year Particulars

1994 Company obtained certificate for commencement of business

1995 Company started supply of fully finished and ready to assemble mechanised axle shafts to
OEMs, such as Mahindra & Mahindra Limited

2002 - 2003 Started exports to USA and Europe

2004 Installed 13” Upsetter with new heat treatment shop

2007 Commissioned 66 kVA dedicated electricity supply line for Unit |

2008 Invested in forging technology for rear axle shafts with direct drive screw press supported by
robots

2012 Commissioned Unit Il with facility for commercial vehicle axle shafts and spindles
machining

2013 Commissioned Lasco extrusion press supported by robots and electric heat treatment furnace
at Unit 11
Commissioned direct drive screw press for heavy axle shaft forgings supported by robots at
Unit |

2015 Commissioned 66 KVA dedicated electricity supply line for Unit |1

Our Competitive Strengths
We believe that the following are our primary competitive strengths:
1. Among the Leading Manufacturers of Axle Shafts in India

We are among the leading manufacturers of axle shafts for commercial vehicles and off-highway vehicles in
India (Source: CRISIL Report). We also have a considerable presense in export markets which is owed to
experience in the development and manufacturing of axle shafts. We have been supplying components to
domestic customers since 1995 and to overseas customers since 2002. We believe that we have the ability to
compete globally in measurable quality, cost, delivery and technology. With the domestic rear axle shaft market
expected to grow at 13% CAGR over the next five years and with new opportunities expected to open up for
export-oreinted, low cost countries such as India (Source: CRISIL Report), we believe that our leadership
position provides us the platform to benefit from this growth, both domestically and globally.

2. Diverse Product Range of Axle Shafts and Spindles

We currently manufacture a large variety of rear axle shafts, ranging from 1.5 kg to 65 kg and have the capacity
to manufacture rear axle shafts of up to 165 kg input weight. We have established a strong presence across
various automotive segments including commercial vehicles and off-highway vehicles. In addition, we
manufacture a range of spindles and other shafts for automotive application.

We believe that we are insulated to a degree against fluctuation in demand for a specific product because of the
wide range of products that we currently offer and our ability to develop new products required by our
customers. We believe that our in-house engineering department and the research and development activities
that we undertake in each of our product divisions enable us to continuously innovate and develop new products
and processes.

3. Strong Long Term Customer Relationships and Diversified Customer Base

We believe that we have a strong and established relationship with our customers. Certain of our domestic
customers such as Mahindra & Mahindra Limited have been our customers since 1995. Further, we have
supplied axles to some of our overseas customers for more than a decade.

Our customers include global OEMs and tier-1 suppliers such as Dana Limited (USA, Mexico and Brazil), John
Deere (Spain and USA), Kubota Corporation (Japan) and Meritor HVS AB (Sweden, Italy, Brazil, USA), as
well as leading Indian OEMs and tier-1 suppliers such as Claas India Private Limited, TAFE, International
Tractors Limited, Escorts Limited, Axles India Limited, Automotive Axles Limited and Mahindra & Mahindra
Limited. We have a long standing relationship with Mahindra & Mahindra Limited and John Deere, which are
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our two largest customers in the off-highway segment in India, and Automotive Axles Limited which is our
largest customer in the on-highway segment in India. We have partnered with many of our key customers in the
product development process, enabling our products to meet the exact specifications provided by the customers
and to ensure repeat orders.

Our long term relationships with our key customers allow us to understand and cater to their diverse
requirements, including the development of new products. Further, it gives us an opportunity to cross sell to
them in other vehicle and equipment segments into which they may diversify. For example, we are supplying
components to Escorts, International Tractors Limited and John Deere for tractors, construction equipments and
agriculture equipments. This also gives us an opportunity to grow our sales in line with the growth of our
clients.

Given our experience in supplying components in 13 countries across five continents, we believe we are well
positioned to seek new clients across the globe.

4. Manufacturing Facilities with Large Capacity and Modern Machinery

We presently own two manufacturing facilities: Unit | located in village Mehtiana, district Hoshiarpur, Punjab
and Unit 1l located at village Gulabgarh Jattan, district Kapurthala, Punjab. Our total manufacturing capacity as
on March 31, 2015 was 2.30 million rear axle shafts, 0.40 million other shafts and 0.30 million spindles
annually.

Our manufacturing capabilities provide us with the following distinct advantages:

. We have integrated facilities from forging to finished products under one roof which gives us
economies of scale.

. Our large scale capacity allows us to service customer requirements in a timely and efficient manner
and we have the flexibility to produce different ranges of customised products.

) We have full service capabilities across the product manufacturing value chain, including engineering,
forging, machining, and quality testing. All processes from materials receipt, forging, heat treatment,
machining, induction hardening and packaging are located under one roof resulting in better efficiency;

) Both of our manufacturing facilities are located in rural areas where unskilled manpower is easily
available at economical cost and we believe we have a low attrition rate; and

. Our manufacturing facilities are located near to facilities of some of our large customers such as
International Tractors Limited, Mahindra & Mahindra (Swaraj division), Escorts Limited and New
Holland Limited which we believe results in lower transportation and logistics cost. Besides this, our
Company makes part of its exports through dry port located at Ludhiana which is situated at a distance
of approximately 60 kms from our manufacturing facilities.

5. Highly Qualified Management and Skilled Employee Base

We are led by a management team and staffed with employees who have significant experience in our industry.
Our Executive Chairman, Mr. Rachhpall Singh, and Managing Director, Mr. Gursaran Singh, have been
involved in the automotive component industry since 1970 and our Promoters have an average of approximately
28 years experience in engineering and auto-component sector and our Key Management Personnel are also
experienced in the engineering industry. The majority of our Key Management Personnel have been employed
with our Company for over ten years and have contributed towards growth of our Company. Through their
commitment and experience, we believe our management team has established a good reputation and name for
our Company in India and overseas.

We have been focused on the recruitment, training and retention of a highly skilled employee base. As of June
30, 2015, we have 958 employees including 115 engineers and engineering diploma holders. This coupled with
continuous on-site learning and training programmes has helped us to develop and adopt new technologies,
maintain high productivity and achieve faster product development cycle.
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6. Strong Engineering, Product Development and Technological Capabilities

We place strong emphasis on engineering and product development to enhance our product range and improve
our manufacturing processes. We have in-house metallurgical and metrological laboratories and we believe that
we have developed strong product design capabilities and short product lead time which allows us to service our
customers more effectively and in a timely manner. We have offered a number of cost reduction and value
engineering proposals to our customers on the basis of in-house improvements in manufacturing processes
which resulted in low input cost and low operation cost. For example, one of our large customers, Mahindra &
Mahindra Limited, has given us a cost reduction efficiency (CRE) performance award. We have also received
Best Supplier award from TAFE and Commendable Performance award from John Deere. For further details of
the awards received from our customers, please see “— Awards and Recognition” on page 128.

7. Consistent Financial Performance and Strong Financial Position

Our increasingly diversified geographical presence, use of modern manufacturing facilities and a broad
customer base for both the on-highway and off-highway vehicular segments has led us towards sustained growth
in financial indicators including our revenue and profits, as well as a consistent improvement in our balance
sheet position in the last five Fiscals. We have achieved growth in our total revenue from Fiscal 2010 to Fiscal
2015 by CAGR of 6.63%. While there was a slowdown in the domestic tractor industry in Fiscal 2015, we have
increased our total revenue by X 263.96 million from X 4,015.78 million for Fiscal 2014 to X 4,258.67 million
for Fiscal 2015 and our profit after tax by ¥ 83.33 million from X 132.65 million for Fiscal 2014 to ¥ 215.98
million for Fiscal 2015 primarily on account of high growth in export sales. We believe that we have achieved
this position due to regular capacity augmentation in plant and machinery, acquisition of new customers and
diversification of our customer base in the domestic and international markets, improvement in share of business
with some of our key customers and optimizing costs of sourcing raw materials and other fixed costs. We have
undertaken a number of cost control measures to improve our results of operations including value engineering
in terms of better die design to reduce the input weight of the component which results in saving in raw material
consumption, shifting of pre forging heating from furnace oil to electricity thus reducing the burning losses,
standardization of tools to obtain maximum tool life and other process improvements resulting in overall
efficiency in manufacture.

Our Key Strategies
The key elements of our strategy are as follows:
1. Focus on Exports from India

As the globalisation trend continues and barriers to trade in various markets are reduced across the world, we
believe that an export oriented strategy will continue to offer us business advantages. We intend to leverage the
low cost advantages of manufacturing in India. We have seen an increasing trend in export sales in Fiscals 2015
and 2014. For further details of future prospects regarding export markets, please see the section entitled
“Industry Overview — Auto Component — Rear Axle Shaft and Spindle — Other Major Global Markets” on page
107. We also aim to capitalise on the available tax incentives provided by the Government of India, such as
export promotion capital goods and duty drawback schemes, to offer cost advantages to our overseas customers.
We aim to work closely with the global sourcing offices of our overseas customers to develop relationships and
enhance our global customer base. For this purpose, our senior management including our Promoters interact
regularly with the management of our key overseas customers. We believe that we can take advantage of the
existing relationships with overseas customers and expand these relationships into other product segments.

2. Diversify Product Portfolio and Expand Customer Base

Our Company will continue its focus on development of new products as well as expanding our existing lines of
products. For example, we are currently developing products such as heavy axle shafts for off-highway segment.

We also intend to continue to diversify our customer base. Our top ten domestic customers contributed to
89.06% of our domestic sales, for Fiscal 2015 as compared to 94.32% of our net sales, for Fiscal 2014. Our top
five overseas customers constituted 91.32% of our export sales for Fiscal 2015 as compared to 91.94% of our
net sales for Fiscal 2014. We believe that there will be a growth in the Indian agricultural tractor segment and
we intend to maintain our strong position in this segment.
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We will continue to maintain our relationships with leading domestic and international OEMs and tier-1
suppliers and seek opportunities to supply our products to them in new geographies. As part of our plan for
expansion of our customer base, we propose to diversify our product portfolio to include new components that
we are developing. We aim to supply the new components both to our existing customers as well as new
customers.

3. Continue to Focus on Quality, Cost Reduction and Delivery

Our commitment to focus on quality, cost reduction and adherence to delivery schedules is evidenced by the
following key initiatives:

. Our focus on quality is exemplified through the ISO/TS-16949:2009 certifications that we have
obtained for both our manufacturing units, with respect to our manufacturing processes. 1ISO/TS
16949:2009 are applicable to sites of the organization where customer specified parts are
manufactured.

) All of our manufacturing processes are carried out in-house, which also allow us to monitor the quality
of our manufactured products, control our production costs and maintain our delivery schedules.

) Certain of our employees have been trained and certified with Six Sigma Certified Black Belts (Level
). Such training and certifications help to improve the efficiency and reliability of our manufacturing
processes across our manufacturing facilities.

. We have undertaken several initiatives to reduce costs such as value engineering at die making to
reduce the cost of input material, optimising tool consumption by using designated tools for designated
processes, shifting of heating from furnace oil/diesel to electricity to minimise the burning losses in
forging and certain of our forging facilities are robotised to increase their capacity utilisation.

. We also focus on our relationships with vendors to ensure that our quality, costs and delivery
objectives are met and we have taken steps such as regular vendor audits for this purpose.

. We have a centralised approach towards sourcing and vendor management, which ensures that we gain
economies of scale in raw material procurement, especially with respect to our most important raw
material, steel.

) We focus on packaging of products according to our customers’ requirements and with due
consideration to the mode of transportation and destination which allows us to ensure timely deliveries.

4. Rationalisation of plant and machinery, investment in new machines and increased automation to
enhance capacity optimisation

Our Company has full service capabilities across the product manufacturing value chain, including engineering,
forging, machining, and quality testing. Each of these processes is systemised and most processes are carried out
under one roof, which strengthens our capacity to meet customer demands satisfactorily and in accordance with
delivery schedules. For example, our Company’s presses offer us the capability to produce a range of forgings
of up to 165 kg input weight, enabling us to meet bespoke customer demands and deliver products of high
quality. We will continue to further rationalise our production processes to enhance capacity and increase
efficiency in each stage of production.

To achieve further rationalisation, we intend to acquire new machinery to bolster our machining facilities and
ensure that there are no bottlenecks in our production lines. We aim to purchase new machinery to be installed
in all of our manufacturing processes which will expand our capacity. We plan to acquire machinery in machine
shop and heat treatment shop for optimum capacity utilization of forging presses already installed such as screw
press and deep extrusion press for spindles. We also plan to purchase machinery in forging, heat treatment and
machine shop for additional capacity build-up for axle shaft business of our Company. We also plan to purchase
service equipments such as fork lifters and DG sets. For an indicative list of the plant and machinery proposed
to be purchased by our Company, please see the section entitled “Objects of the Issue — Details of Utilisation of
Net Proceeds — Purchase of Plant and Machinery” on page 69. Installation of new machinery will help us take
advantage of economies of scale and will reduce our production time and costs.
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Our Company has taken steps towards better utilisation of resources and maximising efficiency by increasing
automation in the forging and machining processes. Our Company uses IT enabled business processes such as
advanced computer aided design and analysis capabilities which accommodate a range of customer
specifications. Our forging facilities such as screw press with direct drive and extrusion press are supported by
robots. We intend to further invest in achieving greater levels of automation by acquiring automatic line for the
sawing of round and square bars, fully automatic grinder and polisher and industrial robots such as IRB
7600/500kg. We intend to invest in automation for most stages of our production process to ensure optimal use
of resources, reduction of industrial risk to human workers, economies of scale and significantly higher
precision in the overall manufacturing and design of products.

Our Products

Our Company manufactures rear axle shafts, other shafts and spindles for the on-highway and off-highway
vehicular segments.

Rear Axle Shafts

Rear axle shafts are the primary products of our Company. Rear axle shafts contributed approximately 85% to
our total sales for Fiscal 2015.

Axle is a part of transmission assembly of an automobile. The main purpose of axle is to bear the weight of the
vehicle and also maintain the position of the wheels relative to each other and to the vehicle body. Axles can
either be live-axles or non-driving axles. In an automobile, live axles help in transmitting the power from engine
onto the wheels via the drive shaft. Generally in commercial vehicles and agricultural tractors, the rear axle acts
as the live-axle and the front axle acts as the non-drive axle. Rear axle shaft is a part of the rear axle assembly
and helps in transmitting the driving torque to the wheels.

We manufacture and supply a diverse range of rear axle shafts under the on-highway segment, for light, medium
and heavy commercial vehicles including transport vehicles such as buses. We also manufacture and supply a
diverse range of rear axle shafts under the off-highway segment, for tractors, forestry and agriculture machinery,
construction equipments, electric carts and other specialty vehicles used for mining and defense.

Certain varieties of axle shafts manufactured by us are as follows:

Axle Shafts for Multi Utility Vehicles

1.5kg - 3 kg
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Axle Shafts for Commercial Vehicles:

Light Commercial Vehicles in 1.56” range < 15 kg
Medium Commercial Vehicles in 1.66” range < 20 kg

Axle Shafts for Specialty Vehicles (20 kg - 40 kg)

i
i

Axle Shafts for Specialty Vehicles (50 kg -65 kg)
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Spindles

We also manufacture spindles for both on-highway and off-highway vehicular segments. Spindle is a part of
axle housing assembly of an automobile. The main purpose of the spindle is to transmit torque. Spindles
contributed approximately 9% to our total sales for Fiscal 2015. Spindles manufactured by us are currently
supplied to export customers.

Certain varieties of spindles manufactured by us are as follows:

Spindles for Heavy Commercial Vehicles

Other Shafts

We also manufacture other shafts including drive shafts, power take-off shafts, hydraulic lift shafts, and
transmission shafts. These shafts are a part of transmission assembly of an automobile. Drive shaft is a
mechanical component for transmitting torque and rotation, usually used to connect other components of a drive
train that cannot be connected directly because of distance or the need to allow for relative movement between
them. Other shafts contributed approximately 6% to our total sales for Fiscal 2015.

Certain varieties of other shafts manufactured by us are as follows:

Drive Shafts Power Take-off and Transmission Shafts
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Counter Power Take-off Shafts Hydraulic Lift Shafts

Our Manufacturing Facilities

We presently own two manufacturing facilities: Unit | located in village Mehtiana, district Hoshiarpur, Punjab
and Unit Il located at village Gulabgarh Jattan, district Kapurthala, Punjab. Both of our manufacturing facilities
are ISO/TS 16949:2009 certified for manufacture of rear axle shafts, spindles and transmission shafts for
automotive applications.

The following table sets out our annual production capacities for various components manufactured by us as on
March 31, 2015:

Component Description Annual Installed Actual Production Capacity Utilisation (%0)
Capacity (in numbers)* (Fiscal 2015)

Axle Shafts 2,300,000 1,547,685 67.29

Spindles 300,000 152,278 50.76

Other Shafts 400,000 250,727 62.68

* This is on the basis of current product mix, subject to variation.

Unit |

Unit | is located on a land parcel admeasuring 21.04 acres in village Mehtiana, district Hoshiarpur, Punjab and
comprises a total built-up area of 288,741 square feet.

Our manufacturing facility at Unit I includes 13” Upsetter with heat treatment shop. Unit one also uses world
class forging technology for rear axle shafts with material gathering machines and direct drive screw press
supported by robots, hydraulic press, and direct drive screw press supported by robots for heavy axle shafts
forgings up to 165 kg input weight along with induction heaters.

The machine shop at Unit | also includes cold rolling machines, spline making, drilling and final machining for
grinding, milling, threading and slot making of components.

For testing raw material, Unit | has ultra sonic testing machines which are used for conducting non destructive
tests on the components to find any internal flaw or defect. In addition we have in-house capability for tool and
die manufacturing with computer aided design facilities.

Unit 11

Unit Il is located on a land parcel admeasuring 9.62 acres at village Gulabgarh Jattan, district Kapurthala,
Punjab and comprises a total built-up area of 230,520 square feet.

We commissioned our Unit Il by commissioning Lasco extrusion press with direct drive automation supported
by robots and electric heat treatment furnace and another direct drive forging press supported by vertical metal
gathering machine. Further, hydraulic press, screw press supported by metal gathering and continuous hardening
and tempering furnace and other machinery for various processes have also been installed at Unit I1.

Operating Shifts and Maintenance

Our manufacturing units operate on three shift basis with shifts of eight hours each (including rest hours). The
units do not require complete shutdown for maintenance purpose and the preventive and other maintenance
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work is planned on a machine to machine basis.
Our Manufacturing Process

The following chart sets forth the step-wise process involved in manufacturing axles shafts:

[PROCESS STEP CHART IN NEXT FULL PAGE]
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a

Material Testing \

Raw material is received and
inspected for its compliance with
specifications.

Steel is inspected for any surface

a

flaw, subsurface flaw, chemical
composition, dimensions, etc.

Observations are
Material Test Report.

recorded on

)

Flaw Detection (UT) \
The component is then
checked for subsurface flaws
by Ultrasonic Testing (UT).

\ 4

Blank Cutting \

The steel bars are then cut on
band saws.

The blanks are cut to the

a

specified length.

)

)

A\ 4

Rough Turning \

The part is then turned on
‘Rough Copy’ turning centre
or centre lathe to remove the
excessive material.

A

Shot Cleaning \

The heat treated parts are then
cleaned using steel shots to
remove the layer of scaling
formed after heat treatment

A 4

Forging \

The blanks are then forged to
attain the desired shape of the
component.

)

\ 4

process.

)

/

e

Drilling \

In drilling, holes are produced
in the component as specified
by the customer.

A 4

Final Turning \

The rough turned part is then
fed into ‘Computer Numerical
Control” system to generate
the specified contours on the

7'y

Heat Treatment \

The forgings are then heated
to achieve the desired
metallurgical properties.

)

part.

)

A

)

A\ 4

%)

Final Machining \

Final Machining comprises of many
processes that are done after
induction hardening. They may vary

)

\

Tempering
The induction hard part is
then heated in tempering

furnaces. Tempering is done
to remove the internal stresses

A 4

Spline Maki%
(Hobbing)

Splines are produced on the
part after final turning.

The splines are made as per
the specification of the
customers to match the profile

of the mating part.

\ 4

generated in the component.

7'y

)

(1

from component to component.
Some of the final machining
processes are:
a) Grinding
b) Milling

c) Threading

d) Slot making

/

A 4

Final Inspection \

During final inspection, each
part is carefully inspected to
ensure that all the parameters
meet the specification.

.

©5)

Induction Hardening \

The component is then
subjected to induction
hardening.

The components are further
hardened in this process to
prevent any surface wear and

tear during usage.

(15

)
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Packaging
Approved parts after final
inspection are moved to

packaging area, where they are
packed according to their mode
of transportation, destination,
customer’s requirements, etc.

/




Internal Control Systems

Our Company has a well defined internal control system and we take abundant care to design, review and
monitor the working of the internal control system. Our Company conducts internal audits to measure
efficiency, adequacy and effectiveness of organisation controls. Our Company has also implemented SAP
software system in June 2010 which has resulted in improvement of the accounting systems and further
strengthening of internal control systems, inventory control and planning.

Our Customers and Customer Contracts

We have a well diversified customer base spread across geographies. As of March 31, 2015, we have supplied
over 9.00 million units of axle shafts in the last five Fiscals and have serviced various customers in India and
across different geographies including United States, Mexico, Brazil, United Kingdom, Sweden, Germany,
Spain, France, Italy, Turkey, China and Japan. For Fiscal 2015, our export and domestic sales have accounted
towards 48.33% and 51.67% of our revenue from operations, respectively. Our domestic sales to top five
customers and top ten customers is 61.59% and 89.06% of our total domestic sales, respectively, whereas our
exports sales to top five and top ten customers is 83.62% and 97.01% of our total export sales, respectively.

We have developed long term relationships with marquee global customers in the automobile sector, such as
Meritor HVS AB and John Deere with whom we have had relationships for over ten years. We have also
recently entered into a long term supply agreement with Dana Limited in Fiscal 2015.

With certain OEMSs, we have strengthened our relationships and received multiple orders from different business
divisions and locations globally, including through our efforts to cross sell different axle shafts and spindles to
our global OEM customers. For example, we started supplying axle shafts to Meritor USA and presently we are
supplying axles & spindles to Meritor Sweden, Italy, USA and Brazil. We started supplying axles to Dana
Limited in USA and now we are supplying to Dana Mexico, Australia and Brazil. Similarly, we started
supplying to John Deere in Germany and are now supplying to John Deere in Spain, Brazil and Mexico.

We enter into long term supplier contracts with our key OEM customers and tier-1 suppliers to OEM customers,
both domestic and overseas, the terms of which range from three to ten years. The contracts mainly set out the
terms and conditions between the parties including sale procedure, agreement renewal, payment schedule,
warranty, indemnity, confidentiality and termination. The contracts provide for an estimated quantity of
components to be purchased by such customer over the years, however, the actual quantity of components to be
supplied is determined by the purchase orders drawn by our customer over the term of the contract. For other
customers, we supply components on the basis of purchase orders.

Typically, we receive purchase orders and delivery schedules from our customers and the component is then
manufactured according to the specifications provided by the customer. We are not required to maintain buffer
stocks as the production is planned according to purchase orders and delivery schedules received from the
customers. We usually keep a six to 12 days inventory of finished goods.

Pursuant to such purchase orders, in case of supply of axles or spindles to our overseas customers, we export
such products to our customers through shipping lines. We deal with the freight forward agents for export of
such products and all our products are exported to our overseas customers through — dry port in Ludhiana and
the ports at Mundra and Nhava Sheva. The responsibility and the risk of delivery rests with us depending on the
type of contract. Accordingly, we maintain marine cargo transit insurance policies to cover the various risks
during the transit of good, whether in India or overseas.

Our customer contracts contain a warranty provision which warrants/guarantees conformity of the products to
specifications, drawings, samples or descriptions furnished by the customers and further warrants that products
delivered will be competitive, of good material and free from defect.

Raw Material Suppliers and Utilities

The primary raw material required for manufacturing of our products is steel. Steel is procured locally from
customer approved steel producers in the form of hot rolled bars and round corner squares. Procurement of
material grades of steel is done in accordance with specifications/standards provided by the customers.

We purchase steel bars of specified quality and dimensions from various suppliers on a spot market basis. Our

steel suppliers include Vardhman Special Steels Limited, Gerdau Steel India Limited, Bhushan Power & Steels
Limited, Jayaswal Neco Industries Limited and Aarti Steels Limited. We believe that we typically enjoy
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competitive rates for our purchases given the volume of our purchases.

Inputs such as tools, furnace oils, spares and oil and lubricants are procured by the Company from local vendors
on spot market basis.

We have a dedicated high power electricity line from Punjab State Power Corporation Limited for both our
manufacturing facilities. We have installed a 10/12.5 M.V.A. 66/11 K.V. power transformer and 66 KV switch
yard for each of our manufacturing units.

Our manufacturing facilities are also supported by 6 DG sets with the total aggregate capacity of 3,730 kVA.
We purchase diesel for our DG sets from open market.

We purchase the furnace oil required for forging/heat treatment in the spot market.
We draw water from our own bore wells within the factory premises.
Sales and Marketing

We are currently manufacturing and supplying axle shafts, shafts and spindles to domestic and global OEMs
(including tier-1 suppliers to OEMSs) spread across 13 countries in five continents. We have established a
marketing network for procuring purchase orders from our existing and prospective domestic and international
customers. We have entered into long term supply contracts with some of our customers while we supply
components on purchase order basis for the rest of our customers.

We have separate divisions for sales and marketing which cater to domestic and export sales, respectively. Our
marketing teams frequently visit the central purchasing offices of our customers and to the facilities of our
customers where we supply the components. This mechanism not only helps our teams to be constantly in touch
with our customers but also keeps them abreast of the latest production levels/ demands of our customers for a
particular product. Our field teams are constantly in touch with our marketing teams at our corporate office and
keep them updated about the prospective demands for our products and accordingly the production teams at our
Company plan the production for a particular product for a particular customer. This also helps in building a
long term relationship with our customers.

Competition

The automotive component industry is extremely competitive. We face competition from manufacturers of
axles, other shafts and spindles in both domestic and international markets. Some of our competitors have a
significant market share in certain geographies while at times we compete with some competitors who
manufacture similar products for the same customer. We do not have a single competitor that operates across all
our product ranges and geographies. We enjoy significant business with our existing domestic customer base in
India. Most of our domestic customers have been marquee OEMSs or tier-1 suppliers to OEMs, which include
Mahindra & Mahindra Limited, International Tractors Limited, Axles India Limited, Automotives Axles
Limited, Claas India Private Limited, Escorts Limited and TAFE. While we have been able to increase our
domestic market share consistently, we continue to compete with domestic players engaged in the manufacture
and supply of components to off highway and on highway segments. Since we have been supplying to domestic
OEMs for several years as a business strategy, our Company had explored the opportunity of supplying
components to overseas customer a decade ago. As a result of this strategy our Company has been supplying
components to global OEMs which include Meritor HVS AB, John Deere, Dana Limited and Kubota
Corporation. We have been supplying our components to overseas market for a decade and we continue to
compete with domestic as well as global entities engaged in supplying components to our overseas customers.

Intellectual Property

The logo and name “GNA” included in the name of our Company is partly owned by GNA Sons, a partnership
firm with certain members of our Promoters Group as partners. GNA Sons through an agreement dated May 20,
2002 (as amended through the supplementary agreements dated April 12, 2006 and September 12, 2011)
permitted our Company to use the name and logo “GNA” for a royalty of 0.15% of the sale value (assessable
value of the products under the Central Excise Act). This agreement will be due for renewal on April 1, 2016.

Environment and Energy Conservation

Our Company has obtained all material environmental consents and licenses necessary for the operation of its
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business. For further details, please see the section entitled “Government and Other Approvals” on page 236.
Our Company has also obtained ISO 14001:2004 certifications for implementing an environment management
system.

Our Company takes measures for energy conservation and has set up a separate wing for energy conservation.
Our Company has constituted a ‘Quality Council’ to look after various activities including energy conservation.
The main tasks of the ‘Quality Council’ include the audit of oil and power conservation, implementation of
latest technology to reduce energy losses, minimise idle running hours of equipments and monitoring and
benchmarking of energy equipments. These activities achieve reduction of energy consumption resulting in
conservation of environmental as well as cost saving.

Human Resources

As on June 30, 2015, we had a total of 958 employees on our rolls. 115 of our employees hold a bachelor’s
degree or a diploma in various engineering disciplines.

Our policies are targeted towards recruiting talented individuals, retaining their loyalty and ensuring their
growth. These employees are employed in various capacities and positions in the divisions of our Company,
which range from professionals such as chartered accountants, company secretaries, management graduates,
engineering graduates and diploma holders to machine operators and workers. Recruitment of personnel in
different categories is carried out by the human resources department of our Company. We provide our
employees with ongoing career development opportunities and training programmes.

Our Company undertakes various training programmes and initiatives to educate and train our workers and
employees on a regular basis. Such training programmes include training on industrial safety, use and care of
measuring instruments, and various processes such as hobbing, grinding, turning and drilling. Our Company
also conduct regular training programmes on awareness on various accreditations, internal auditing and to
improve quality control and communication skills.

Our Company continues to lay emphasis on building and sustaining an excellent organisation climate based on
human performance. Our Company pursues proactive policies to achieve peaceful and harmonious work
environment in both the manufacturing units.

Employees are evaluated on a yearly basis for their performance on specified parameters. We believe that our
Company’s growth and work environment combined with high employee satisfaction rate has allowed us to
attract talent on a large scale.

Our Company has maintained group gratuity schemes and group savings linked insurance for the welfare and
benefit of our employees.

Insurance

Our Company has insurance coverage which we consider reasonably sufficient to cover general risks associated
with our operations. Our Company has taken insurance polices in respect of our business, assets such as stocks,
plant and machinery, buildings and equipments. We have fire and special perils insurance, with additional cover
for natural calamities such as earthquake for our main offices and manufacturing facilities. We maintain marine
cargo transit insurance policies to cover the various risks during the transit of goods any where in the country or
overseas. We also have product liability insurance for indemnification of any loss caused by our products.

We have group medi-claim policies, personal accident policy including coverage for death of employees due to
accidents, and superannuation policies providing pension benefits to employees and their families.

Properties

Our registered office is located at GNA House, 1-C, Chhoti Baradari - Part Il, Garha Road, Opposite Medical
College, Jalandhar 144 001, which has been leased to us by GNA Duraparts Limited for a rent of ¥ 10,000 per
month.

Our corporate office and our manufacturing facilities at Unit | are located at a land parcel admeasuring 21.04

acres located at VPO Mehtiana, Phagwara-Hoshiarpur Road, district Hoshiarpur - 146 001, Punjab which is
owned by our Company.
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Our manufacturing facilities at Unit Il are located at a land parcel admeasuring 9.62 acres in village Gulabgarh
Jattan, district Kapurthala - 144407, Punjab which is also owned by our Company.

Our Company also purchased 50% undivided share in a land parcel admeasuring 428.08 square meters along
with the building constructed thereon situated at M-41, Great Kailash Part-I, New Delhi from our Executive
Chairman, Mr. Rachhpall Singh, through an agreement dated April 13, 2015. This property is used as a guest
house by our Company.

Awards and Recognition

Some of the awards that we have received in recognition of our achievements, products or services are as
follows:

e  Best Supplier Award from Tractors and Farm Equipment Limited, 2015.
e  ‘Preferred Commodity Supplier (Forging)’ award from Automotive Axles Limited, 2013;
o ‘Long Association Award’ from Escorts Limited, 2013;
e ‘Commendable Performance 2011’ awarded by John Deere, 2012;
e  ‘Best Supplier on VA/VE’ award from Oerlikon Drive Systems, 2012;
e Long association award from Tractors and Farm Equipment Limited, 2010;
e  “Supplier Recognition Award’ in recognition of outstanding contribution to the AAM India team, 2010;
e ‘Best CRE Performance’ award in farm equipment sector by Mahindra & Mahindra Limited, 2010;
e ‘Best CRE Performance’ award in farm equipment sector by Mahindra & Mahindra Limited, 2009; and
e  ‘Overall Performance 2009’ awarded for commendable performance by John Deere, 2009.
Subsidiary

In June 2015, our Company has incorporated a wholly owned subsidiary GNA Axles Inc. in West Bloomfield,
Michigan, USA to facilitate the supply of goods to Dana Limited.
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REGULATIONS AND POLICIES

The following description is a summary of certain sector specific laws and regulations as prescribed by the
Government of India or state Governments which are applicable to our Company and our Subsidiary. The
information detailed in this section has been obtained from publications available in the public domain. The
regulations set out below are not exhaustive, and are only intended to provide general information to the
Bidders and is neither designed nor intended to be a substitute for professional legal advice.

Key Regulations in relation to the Auto Component Manufacture Sector in India
Customs Act, 1962

The Customs Act, 1962, as amended (“Customs Act”) regulates the import of goods into and the export of
goods from India. Further, the Customs Act regulates the levy and collection of customs duty on goods in
accordance with the Customs Tariff Act, 1975. Under the Customs Act, the Central Board of Customs and
Excise (the “CBEC”) is empowered to appoint, by notification, ports or airports as customs ports or airports.
Further, all imported goods unloaded in a customs area are required to remain in the custody of a person
approved by the Commissioner of Customs, appointed under the Customs Act, until cleared for home
consumption or warehousing upon payment of import duty or may be exported upon payment of export duty, if
any, as the case may be.

Customs duty is payable as a percentage of value which is known as assessable value or customs value. The
value may either be value or tariff value as defined in the Customs Act. According to section 14(1) of the
Customs Act, the value of the imported goods and export goods shall be the transaction value of such goods,
that is to say, the price actually paid or payable for the goods when sold for export to India for delivery at the
time and place of importation, or as the case may be, for export from India for delivery at the time and place of
exportation, where the buyer and seller of the goods are not related and price is the sole consideration for the
sale. Tariff value on the other hand is fixed by the CBEC for any class of imported goods or export goods.
Authorities will consider the trend of value of the goods in question while fixing tariff value. Once fixed, the
duty is payable as a percentage of this value. The Customs Act provides for levy of penalty and/or confiscation
of prohibited or dutiable goods that are imported into or exported from an area that is not appointed as a customs
port or airport or are imported or exported without payment of requisite duty.

Export Promotion Capital Goods Scheme (the “EPCG Scheme™)

The EPCG Scheme is one of the schemes provided by the Government of India to importers and exporters to
promote exports. Under this scheme of the Foreign Trade Policy, import of capital goods which are required for
the manufacture of resultant export product specified in the EPCG Scheme Authorization is permitted at nil or
concessional rate of customs duty. As per the Foreign Trade Policy 2015-2020, EPCG scheme allows import of
capital goods for preproduction, production and post-production at Zero customs duty. Import under EPCG
Scheme shall be subject to an export obligation equivalent to 6 times of duty saved on capital goods, to be
fulfilled in 6 years reckoned from date of issue of Authorisation. Authorisation shall be valid for import for 18
months from the date of issue of Authorisation. Revalidation of EPCG Authorisation shall not be permitted.

Duty Drawback Scheme

The duty drawback scheme is an option available to exporters. Under this scheme, an exporter of goods is
allowed to get a refund to compensate him for excise duty paid on the inputs used in the products exported by
him. It neutralizes the impact on the goods exported. A relief on the customs and central excise duties suffered
on the inputs used in the manufacture of export product is allowed to exporters. The admissible duty drawback
amount is paid to exporters by depositing it into their nominated bank account. Section 75 of the Customs Act,
1962 and Section 37 of the Central Excise Act, 1944, empower the Central Government to grant such duty
drawbacks. Customs and Central Excise Duties Drawback Rules, 1995 have been framed outlining the
procedure to be followed for the purpose of granting of duty drawbacks (for both kinds of duties suffered) by the
customs authorities processing the export documentation.

Under the duty drawback scheme, an exporter can opt either for the all industry rate of duty drawback scheme or
the brand rate of duty drawback scheme. A major portion of the duty drawback is paid through the all industry
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rate of duty drawback scheme which essentially attempts to compensate exporters of various export
commodities for the average incidence of customs and central excise duties suffered on the inputs used in their
manufacture. Brand rate of duty drawback is granted in terms of rules 6 and 7 of Customs and Central Excise
Duties Drawback Rules, 1995 in cases where the export product does not have any all industry rate or duty
drawback rate, or where the notified all industry rate or duty drawback rate is considered insufficient to
compensate for the customs or central excise duties suffered on inputs used in the manufacture of export
products by the exporter. For goods having an all industry rate, the brand rate facility to particular exporters is
available only if it is established that the compensation by the all industry rate is less than 80% of the actual
duties suffered in the manufacture of the export goods.

Intellectual Property Laws

The Copyright Act, 1957 (“Copyright Act”) governs copyright protection in India. Under the Copyright Act,
copyright may subsist in original literary, dramatic, musical or artistic works, cinematograph films, and sound
recordings. While copyright registration is not a prerequisite for acquiring or enforcing a copyright in an
otherwise copyrightable work, registration constitutes prima facie evidence of the particulars entered therein and
may expedite infringement proceedings and reduce delay caused due to evidentiary considerations. Once
registered, copyright protection of a work lasts for a period of sixty years following the demise of the author.
Reproduction of a copyrighted work for sale or hire, issuing of copies to the public, performance or exhibition in
public, making a translation of the work, making an adaptation of the work and making a cinematograph film of
the work without consent of the owner of the copyright are all acts which expressly amount to an infringement
of copyright.

The Trademarks Act, 1999 (“Trademarks Act”) provides for the application and registration of trademarks in
India. The purpose of the Trademarks Act is to grant exclusive rights to marks such as a brand, label, heading
and to obtain relief in case of infringement for commercial purposes as a trade description. The Trademarks Act
prohibits registration of deceptively similar trademarks and provides for penalties for infringement, falsifying
and falsely applying trademarks.

Under statute, India provides for patent protection under the Patents Act, 1970 (the “Patents Act”). The Patents
Act governs the patent regime in India and recognises process patents as well as product patents. The form and
manner of application for patents is set out under Chapter 111 and Chapter VIII deals with the grant of patents.
Patents obtained in India are valid for a period of 20 years from the date of filing the application. The Patents
Act also provides for grant of compulsory license on patents after the expiry of three years of its grant in certain
circumstances such as reasonable requirements of the public, non-availability of the patented invention to the
public at an affordable price or the failure to work the patented invention.

Laws relating to Employment

The Factories Act, 1948 (“Factories Act”) defines a “factory” to cover any premises which employs ten or
more workers and in which a manufacturing process is carried on with the aid of power and any premises where
there are at least twenty workers even though there is no electrically aided manufacturing process being carried
on. Each State Government has rules with respect to the prior submission of plans and their approval for the
establishment of factories and their registration and licensing. The Factories Act provides that an occupier of a
factory i.e. the person who has ultimate control over the affairs of the factory and in the case of a company, any
one of the directors, must ensure the health, safety and welfare of all workers. There is a prohibition on
employing children below the age of fourteen years in a factory. The occupier and the manager of a factory may
be punished with imprisonment for a term up to two years or with a fine up to X 100,000 or with both in case of
contravention of any provisions of the Factories Act or rules framed thereunder and in case of a contravention
continuing after conviction, with a fine of up to X 1,000 per day of contravention. In addition to the Factories
Act, the employment of workers, depending on the nature of activity, is regulated by a wide variety of generally
applicable labour laws. The following is an indicative list of labour laws applicable to the business and
operations of Indian companies engaged in manufacturing activities:

. Contract Labour (Regulation and Abolition) Act, 1970;

. The Child Labour (Prohibition & Regulation) Act, 1986;

. Employees' Provident Funds and Miscellaneous Provisions Act, 1952;

. Inter-State Migrant Workmen (Regulation of Employment and Conditions of Service) Act, 1979;
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. Minimum Wages Act, 1948;

. Payment of Bonus Act, 1965;

. Payment of Gratuity Act, 1972;

. Payment of Wages Act, 1936;

. Maternity Benefit Act, 1961;

. The Equal Remuneration Act, 1976;
. Industrial Disputes Act, 1947; and

o Employees' Compensation Act, 1923.

Environmental Laws

The major statutes in India which seek to regulate and protect the environment against pollution related
activities in India include the Water (Prevention and Control of Pollution) Act 1974, the Air (Prevention and
Control of Pollution) Act, 1981 and the Environment Protection Act, 1986. The basic purpose of these statutes is
to control, abate and prevent pollution. In order to achieve these objectives, Pollution Control Boards (the
“PCBs”), which are vested with diverse powers to deal with water and air pollution, have been set up in each
state. The PCBs are responsible for setting the standards for maintenance of clean air and water, directing the
installation of pollution control devices in industries and undertaking inspection to ensure that industries are
functioning in compliance with the standards prescribed. These authorities also have the power of search,
seizure and investigation if the authorities are aware of or suspect pollution that is not in accordance with such
regulations. All industries and factories are required to obtain consent orders from the PCBs, which are
indicative of the fact that the factory or industry in question is functioning in compliance with the pollution
control norms. These consent orders are required to be renewed annually.

Fiscal Laws
Income-tax Act, 1961

In accordance with the provisions of the Income-tax Act, 1961, any income earned by way of profits, by a
company incorporated in India, is subject to tax levied on it, in accordance with the tax rates declared as a part
of the Finance Act issued by the Ministry of Finance annually. For details of the tax benefits availed by our
Company, please see the section entitled “Statement of Tax Benefits” on page 78.

Value Added Tax Act

Value Added Tax (“VAT”) is 