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General Terms

SECTION I: GENERAL

DEFINITIONS AND ABBREVIATIONS

Term

Description

it he Co ntphaen yfol

Unless the context otherwise indicates or implies, referRdid & Taylor
(India) Limited a company icorporated under the Companies Act and havi
its RegisteredOffice atMarathon Innova IT Park, B2/501 and501,5" Floor,
off GanpatradkadamMarg, Lower Parel (West)Mumbai 400 03

Company Related Terms

Term

Description

Articles/Articles of Association

Articles of Association of the Company

Auditor

The statutory auditor of the Compamjaribhakti & Co., Chartered Accountant

BHRL

Brandhouse Retails Limited

Board/Board of Directors

The board of directors of the Compamrya duly constituted committee thereof

Director(s)

The director(s) of the Company, unless otherwise specified

Franchisee Agreement

Master franchisee agreementathJuly 8, 2008, entered into between BHRL ¢
the Company

GIC

Government of Singapore Investment Corporation Pte Ltd

GICSI

GIC Special Investments Private Limited, a whallyned subsidiary of GIC

Group Companies

Companies, firms and ventures pronabtby the Promoters, irrespective

whether such entities are covered under section 370(1)(B) of the Compani
or not and disclosed i n t h&27d thisDraft
Red Herring Prospectus

Hartmarx

Hartmarx Corporation USA

Indivest

Indivest Pte Ltd

Memorandum/Memorandum ¢
Association

Memorandum of Association of the Company, unless the context othe
specifies

Promoter

S. Kumars Nationwide Limited.
Promot er Gel2lopthis Doaft Red Hegring Prospectus

For

Promoter Group

Unless the context otherwise requires, refers to spetsons and entitie
constituting the promoter group of the Company in terms of Regulation 2(z
the SEBI Regulations and disclosed in thecst i on  fAPr omot
Gr oup 0 I@Yof thiseDgakt Red Herring Prospectus

R&T International

Reid & Taylor (International) Limited

Registered Office

The registered office of the Company is locatedMarathon Innova IT Park
B2/501 and €01, 5" Floor, off Ganpatrao Kadam Marg, Lower Parel (We
Mumbai 400 013

RTHL

Reid & Taylor (Holdings) Limited

Sale and Purchase Agreement

Sale and purchase agreement dated July 8, 2008, entered into between SK
the Company

Services Sharing Agreemie

Shared services and product supply agreement dated July 8, 2008, ente
between SKNL and the Company

Sharehol der s 6 | Shareholders Agreement dated June 20, 2008 entered into between the Cq
Indivest Pte Ltd, the Promoter, Nitin S. $laval, Jyoti N. Kasliwal, Anjani N.
Kasliwal, Kartikeya N. Kasliwal, Tulija Enterprises Private Limitg
Chamundeshwari Mercantile Private Limited and Anjani Finvest Private Lim
SKNL S. Kumars Nationwide Limited

TKH License Agreement

Technical knowhow license agreement dated July 8, 2008, entered into bet
Reid & Taylor (Holdings) Limited and the Company

TM License Agreement

Trademarks license agreement dated July 8, 2008, entered into between




Term

Description

Taylor (International) Limited and the Compan

Issue Related Terms

Term

Description

Allotment/Allot/Allotted

Unless the context otherwise requires, means the allotment of Equity §
pursuant to the Fresh Issue and the transfer of the Equity Shares pursuan
Offer for Sale to successfBidders

Allottee

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

Anchor Investor

A Quialified Institutional Buyer, applying under the Anchor Investor Portion
a minimum Bid of Rs. 100 million

Anchor Investor Allocation
Notice

Notice or intimation of allocation of Equity Shares sent to Anchor Investors
have been allocated Equity Shares after discovery of the Issue Price if the
Price is higher than the Anchor Investor Issue Price

Anchor Investor Bid/lIssue
Period

The day,one working day prior to the Bid/Issue Opening Date, on whBids by
Anchor Investors shall be submitted and allocation to Anchor Investors sh
completed

Anchor Investor Issue Price

The final price at which Equity Shares will be issued and Alloteed\nchor
Investors in terms of the Red Herring Prospectus and the Prospectus, whic
will be equal to or higher than the Issue Price but not higher than the Cap
The Anchor Investor Issue Price will be decided by the Compadythe Selling
Shareholdersn consultation with the GCBRLMs and the BRLMs

Anchor Investor Portion

Up to 30% of the QIB Portion which may be allocated by the Compadythe
Selling Shareholders in consultation with the GCBRLMs and the BRidV
Anchor Investors on a disstionary basis. Onthird of the Anchor Investo
Portion shall be reserved for domestic mutual funds, subject to valid Bids
received from domestic mutual funds at or above the price at which allocat
being done to Anchor Investors

Antique

Antigue Capital Markets Private Limited

Application Supported by
Blocked Amount/ASBA

An application, whether physical or electronic, used by all Bidders to make
authorising an SCSB to block the Bid Amount in their ASBA Acco
maintained with the SCSB

ASBA Account

An account maintained by the ASBA Bidders with the SCSB and specified
ASBA Bid cum Application Form for blocking an amount mentioned in
ASBA Bid cum Application Form

ASBA Bid cum Application
Form

The form, whether physical or etegnic, used by a Bidder to make a B
through ASBA processyhich contains an authorisation

to block the Bid Amount in an ASBA Account andll be considered as th
application for Allotment for the purposes of the Red Herring Prospectus af
Prospeats

ASBA Bidder

Prospective investors in this Issue who intend to Bid/apply through ASBA

ASBA Revision Form

The form used by the ASBA Bidders to modify the quantity of Equity Sharg
the Bid Amount in any of their ASBA Bid cum Application Form or a
previous ASBA revision form(s)

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

The banks which are clearing members and registered with SEBakers tqg
the Issue and with whom the Escrow Account will be opened, in this case

[ O]

Basis of Allotment

The basis on which Equity Shares will be Allotted to successful Bidders
the | ssue and which i s destchrd bseac ti
Pr oc e dur @58of this DrafteRgdeHerring Prospectus

Bid

An indication to make an offer during the Bid/Issue Period by a Bidder pur
to submission of the Bid cum Application Form, or during the Anchor Inve
Bid/Issue Perid by the Anchor Investors, to subscribe to the Equity Shares ¢
Company at a price within the Price Band, including all revisions




Term

Description

modifications thereto

Bid Amount

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

Bid cum Application Form

The form used by a Bidder (which, unless expressly provided, include
ASBA Bid cum Application Form by an ASBA Bidder, as applicable) to ma
Bid and which will be considered as the application for Allotment for
purposes bthe Red Herring Prospectus and the Prospectus

Bid/lIssue Closing Date

Except in relation to any Bids received from Anchor Investdrs, date afte
which the Syndicate and the Designated Branches of the SCSBs will not
any Bids for the Issue, whicshall be notified inwo national newspapers (of
each in English and Hindi) and one in Marathi newspaper with wide circulat

Bid/lssue Opening Date

Except in relation to any Bids received from Anchor Investdies date on which
the Syndicate and ¢hDesignated Branches of the SCSBs shall start acce
Bids for the Issue, which shall be notifigdtwo national newspapers (one eg
in English and Hindi) and one in Marathi newspaper with wide circulation

Bid/Issue Period

Except in relation to Andr Investors,he period between the Bid/lssue Open
Date and the Bid/lssue Closing Date, inclusive of both days, during v
prospective Bidders can submit their Bids, including any revisions thereof

Bidder

Any prospective investor who makes a Bid quant to the terms of the R
Herring Prospectus and the Bid cum Application Form

Book Building ProcegMethod

Book building process, as provided in Schedule Xl of the SEBI Regulatior
terms of which this Issue is being made

BRLMs/Book Running Lead
Managers

Book Running Lead Managers to the Issue, in this case Beitigue Capital
Markets Private Limited,Edelweiss Capital Limited, HSBC Securities a
Capital Markets (India) Private Limitednd IDBI Capital Market Services
Limited

CAN/Confirmation d
Allotment Note

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

Cap Price The higher end of the Price Band, above which theelsBrice will not be
finalised and above which no Bids will be accepted
Cutoff Price Issue Price, finalised by the Comparand the Selling Shareholderis

consultation with the GCBRLMs and the BRLMs. Only Retail Individual Bidg
and Eligible Employeeare entitled to Bid at the Guafff Price, for a Bid Amount
not exceeding Rs. 200,000. QIBs and Nostitutional Bidders are not entitled
Bid at the Cuioff Price

Designated Branches

Such branches of the SCSBs which shall collect the ASBA Bid cum cspioin
Forms used by the ASBA Bidders and a list of which is available
http://www.sebi.gov.in/pmd/scsh.pdf

Designated Date

The date on which funds are transferred from the Escrow Account or the a
blocked by the SCSB is transferred from the ASBA Account, as the case m
to the Public Issue Account or the Refund Account, as appropriate, afts
Prospectus is filed with the RoC, following which the Board of Directors §
Allot Equity Shares tosuccessful Bidders in the Fresh Issue and the Se
Shareholders shall give delivery instructions for transfer of Equity Sk
constituting the Offer for Sale

Designated Stock Exchange

[ O]

Draft Red Herring Prospectus
or DRHP

This Draft Red HerringProspectus datedecember 9, 2013sued in accordanc
with Section 60B of the Companies Act and the SEBI Regulations, which
not contain complete particulars of the price at which the Equity Shares w
issued and the size of the Issue

Edelweiss

Edelweiss Capital Limited

Eligible Employees

Permanent and futime employees of the Company, the Promoter, a subsi
company and material associates (entities whose financial statemen
consolidated with the CompABn2%) Gsd thg



http://www.sebi.gov.in/pmd/scsb.pdf

Term Description
Directors of the Companyasénd] , 2010
Eligible NRI(s) NRI(s) from jurisdictions outside India where it is not unlawful to make an i

or invitation under the Issue and in relation to whom the Red Herring Prosj
constitutes an int@tion to subscribe to the Equity Shares

Employee Reservation Portion

The portion of the Issue being up [tod ] E q u i shall beSavalable $
allocation to Eligible Employees

Engagementetter

Engagement letter datédctober 6, 201®etween te Company, the GCBRLM
and the BRLMs

Equity Shares

Equity shares of the Company of Rs. 10 each fully jp@icunless otherwis
specified in the context thereof

Escrow Account

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

Escrow Agreement

Agreement to be entered into by the Company, the Registrar to the Issy
GCBRLMSs, the BRLMs, the Syndicate Members, tlseriBw Collection Bank(s
and the Refund Bank(s) for collection of the Bid Amounts and where applig
refunds of the amounts collected to the Bidders (excluding the ASBA Bid
on the terms and conditions thereof

Floor Price

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

Fresh Issue

The fresh issue of [ O ]to RE.cb1000tmitlionSon the
Company

Global Coordinators and Book
Running Lead Managers or
GCBRLMs

Global Coordinators and Book Running Lead Managers to the Issue, in thi
being JM Financial Consualbts Private Limited, UBS Securities India Priv.
Limited, J. P. Morgan India Private Limitecnd Religare Capital Market
Limited

HSBC HSBC Securities and Capital Markets (India) Private Limited

IDBI IDBI Capital Market Services Limited

Issue The pubici ssue of [ 6] Equity Shares
aggregati ng toompRsig the[Fesh Issue hnd Offenfor Sale

comprises of a Net Issue to the public aggregating to[ RS.] mi | |
reservation for Eligible Employeesg gr egati ng up to R

Issue Agreement

The agreement entered into @ecember 9, 201®etween the Company, th
Selling Shareholdershe GCBRLMsand the BRLMs, pursuant to which certg
arrangements are agreed to in relation to the Issue

IssuePrice

The final price at which Equity Shares will be issued and Allotted in terms @
Red Herring Prospectus. The Issue Price will be decided by the Company ¢
Selling Shareholders in consultation with the GCBRLMs and the BRLMs o
Pricing Date

Issue Proceeds

The proceeds of the Issue

J.P. Morgan

J.P. Morgan India Private Limited

JM Financial

JM Financial Consultants Private Limited

Mutual Fund Portion

5% of the QIB Portion (excluding the Anchor Investor Portion)[ dF ] E
Shareshall be available for allocation to Mutual Funds only

Mutual Funds

A mutual fund registered with SEBI under the SEBI (Mutual Funds) Regulat
1996, as amended

Net Issue

The Issue less than Employees Reservation Portion

Net Proceesl

Proceeds of the Fresh Issue less the Issue expenses. For further informatig
use of the I ssue Proceeds and the
of t he | s3af¢his DrafrRedoHerging Prospectus

Non-Institutional Bidders

All Bidders that are not QIBs or Retail Individual Bidders and who have Big
Equity Shares for an amount of more than Rs. 200,000 (but not including
other than Eligible NRIs)

Non-Institutional Portion

The portion of the Issue being not less tharjEquity Shareshall be availablg




Term

Description

for allocation to Nornstitutional Bidders

Non-Resident

A person resident outsidedia, as defined under FEMA and includes a N
Resident Indian, FllIs registered with SEBI and FVCls registered with SEBI

Offer for Sak

The offer for sale of 11,964,218 Equity Shares by S. Kumars Nationwide Lir
and 2,991,055Equity Shares by Indive®te Ltdat the Issue Price, pursuant
the terms of the Red Herring Prospectus

Price Band

Price Band of a mi(Hoormce) amdrthe maximanf prig
of Rs. [ 6] (Cap Pri ce) TherPdce Bandandi tt
minimum Bid Lot size for the Issue will be decided by the Company the Se
Shareholders in consultation witte GCBRLMs andhe BRLMs andadvertised,
at least two working days prior to the Bid/lssue Opening Date, in two nat
newspapers (one each in English and Hindi) and one in Marathi newspapq
wide circulation

Pricing Date

The date on which the Company atie Selling Shareholdgiin consultation
with the GCBRLMs and the BRLMs finalises the Issue Price

Prospectus

The Prospectus to be filed with the RoC in accordance with Section 60
Companies Act, containingnter alia, the Issue Price that is determined at
end of tle Book Building Process, the size of the Issue and certain
information

Public Issue Account

Account opened with the Bankers to the Issue to receive monies from the H
Account and from the SCSBs on the Designhated Date

QIB Portion

The portion ofthe Issue being not more thandHquity Shareshall be availablg
for allocation to QIB Bidders

Qualified Institutional Buyers
or QIBs

Public financial institutions as specified in Section 4A of the Companies
scheduled commercial banks, mutual fund registered with SEBI, Filsain
account registered with SEBI (other than a-agbount which is a foreig
corporate or foreign individualnultilateral and bilateral development financ
institutions, venture capital fund registered with SEBI, foreign venture ca
investor regstered with SEBI, state industrial development corporat
insurance company registered with IRDA, provident fund with minimum co
of Rs. 250 million, pension fund with minimum corpus of Rs. 250 milli
National Investment Fund, insurance funds getand managed by the arm
navy or air force of the Union of India and insurance funds set up and ma
by Department of Posts, India

Red HerringProspectusr RHP

The Red Herring Prospectus issued in accordance with Section 60B
Companies Act, wich does not have complete particulars of the price at w
the Equity Shares are offered and the size of the Issue. The Red H
Prospectus will be filed with the RoC at least three days before the Bid
Opening Date and will become a Prospectosnufiling with the RoC after thg
Pricing Date

Refund Account(s)

The account opened with the Escrow Collection Bank(s), from which refun
any, of the whole or part of the Bid Amount (excluding the ASBA Bidder) ¢
be made

Refund Bank(s)

[ O]

Refurds through electronic
transfer of funds

Refunds through NECS, Direct Credit, RTGS or NEFT, as applicable

Registrar to the Issue/Registra

Registrar to the Issue, in this case being Bigshare Services Private Limited

Religare

Religare Capital Markets Limad

Retail Individual Bidder(s)

Individual Bidders who have Bid for Equity Shares for an amount not more
Rs. 200,000 in any of the bidding options in the Issue (including HUFs app
through their Karta and Eligible NRIs and does not include NRtgrothan
Eligible NRIs)

Retail Portion

The portion of the
for allocation to Retail Individual Bidder(s)
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Term

Description

Revision Form

The form used by the Bidders (which, unless expressly provided, indieg
ASBA Revision Form) to modify the quantity of Equity Shares or the
Amount in any of their Bid cum Application Forms or any previous Revi
Form(s)

Self Certified Syndicate
Bank(s) or SCSB(s)

A banker to the Issue registered with SEBI, whictexsfthe facility ofASBA
and a list of which is available dntp://www.sebi.gov.in/pmd/scsb.pdf

Selling Shareholders

S. Kumars Nationwide Limited and Indivest Pte Ltd

Syndicate Agreement

The Agreement to be entered into amongst the Syndicate, the Cpiapérhe
Selling Shareholders in relation to the collection of Bids in this Issue (excly
Bids from the Bidders applying through ASBA process)

Syndicate Members

[ O]

Syndicate/ members of the
Syndicate

The GCBRLMs and the BRLMs and the Syndicate Merab

TRS/Transaction Registration

The slip or document issued by the Syndicate, or the SCSB (only on demal

Slip the case may be, to the Bidder as proof of registration of the Bid
UBS UBS Securities India Private Limited
Underwriters The GCBRLMs, he BRLMs and the Syndicate Members

Underwriting Agreement

The agreement amongst the Underwriters, the Company and the 9
Shareholders to be entered into on or after the Pricing Date

Working Days

All days excluding Sundays and bank holidays in Muimba

Technical/Industry Related Terms

Term Description
EBO Exclusive Brand Outlets
MBO Multi-Brand Outlets
T&A Textile and Apparel
Conventional Terms
Term Description

AGM

Annual General Meeting

AS/Accounting Standards

Accounting Standards issubg the Institute of Chartered Accountants of India

Bn

Billion

BPLR Benchmark Prime Lending Rates

BSE Bombay Stock Exchange Limited

CAD Computer aided drafting

CAGR Compounded Annual GrowtRate

CARE Credit Analysis & Research Limited

CDSL Central Bepository Services (India) Limited

CHF or Franc CHF is the official currency of Switzerland

CIN Corporate Identity Number

CMIE Centre for monitoring Indian economy

Companies Act The Companies Act, 1956 and amendments thereto

CVD Countervailing duty

Depositories NSDL and CDSL

Depositories Act The Depositories Act, 1996, as amended from time to time
DIN Director Identification Number

DP ID Depository Participantdéds | dentifig

DP/Depository Participant

A depository participant as defined undee Depositories Act

EBITDA

Earnings Before Interest, Tax, Depreciation and Amortisation

EGM

Extraordinary General Meeting

EPCG

Export Promotion Capital Goods
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Term Description

EPS Earnings Per Share i.e., éalculated by dividing the net profit or loss for t
period attributable to equity shareholders by the weighted average numk
equity shares outstanding during the period

EU European Union

FCNR Foreign Currency NofResident

FDI Foreign Direct Investment

FEMA Foreign Exchange Management Act, 1999 read witlesr and regulation

thereunder and amendments thereto

FEMA Regulations

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

FII(s)

Foreign Institutional Investors as defined under SEBI (Foréigtitutional
Investor) Regulations, 1995, as amended, and registered with SEBI
applicable laws in India

Financial Year/Fiscal/FY

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

FIPB Foreign Investment Prastion Board

FVCI Foreign Venture Capital Investors

GBP or £ British Pound

GDP Gross Domestic Product

GIR General Index Register

Gol/Government Government of India

HUF Hindu Undivided Family

ICAI Institute of Chartered Accountants of India
IFRS International Financial Reporting Standards
P Index of Industrial Production

Income Tax Act The Income Tax Act, 1961, as amended
Indian GAAP Generally Accepted Accounting Principles in India
IPO Initial Public Offering

LIBOR London Interbank Offered Rat
Mn/mn/million Million

MNC Multinational Corporation

NA/n.a. Not Applicable

National Investment Fund

National Investment Fund set up by resolution no. F. No. 2/3/2I05 dated
November 23, 2005 of the Government of India published in the Gazétidiaf

NAV Net Asset Value

NEFT National Electronic Fund Transfer

NR Non-resident

NRE Account Non Resident External Account

NRI Non Resident Indian, being a person resident outside India, as defined

FEMA and the FEMA Regulations

NRO Account

Non Resident Ordinary Account

NSDL National Securities Depository Limited
NSE The National Stock Exchange of India Limited
NTP National Textile Policy, 2000

OCB/Overseas Corporate Bod

A company, partnership, society or other corporate body owned Idir@ct
indirectly to the extent of at least 60% by NRIs including overseas trusts
which not less than 60% of beneficial interest is irrevocably held by N
directly or indirectly as defined under the FEMA Regulations. OCBs are
allowed to invest irthis Issue

OTEXA Office of Textiles @mmissioner
p.a. Per annum

P/E Ratio Price/Earnings Ratio

PAN Permanent Account Number
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Term Description

PAT Profit After tax

PLR Prime Lending Rate

RBI The Reserve Bank of India

RoC The Registrar of Companies, Maharashtraated at 100, Everest, Maring
Drive, Mumbai 400 002

RoNW Return on Net Worth

Rs./Rupees Indian Rupees

RTGS Real Time Gross Settlement

SCRA Securities Contracts (Regulation) Act, 1956, as amended

SCRR Securities Contracts (Regulation) Rules, 1957 nasnaled

SEBI The Securities and Exchange Board of India constituted under the SEBI
1992, as amended

SEBI Act Securities and Exchange Board of India Act 1992, as amended

SEBI Regulations

SEBI (Issue of Capital and Disclosure Requirements) Regnigti2009, as
amended

SEBI Takeover Regulations

Securities and Exchange Board of India (Substantial Acquisition of Shareg
Takeovers) Regulations, 1997, as amended

Securities Act

U.S. Securities Act, 1933, as amended from time to time

SICA Sick Industries Companies (Special Provisions) Act, 1985

SITP Scheme for Integrated Textile Parks. A scheme launched in 2005, durin
Tenth Five Year Plan by merging the two previously existing schemes na
the Scheme for Apparel Parks for Exports and thetile Centre Infrastructur
Development Scheme

Sq. Ft./sq. ft. Square feet

Sq. Mts./sg. mts.

Square metres

State Government

The government of a state in India

Stock Exchanges

BSE and the NSE

TUFS

Technology Upgradation Fund Scheme. A scheme laundedhe Ministry of
Textiles for the textile and jute industries for a five years time frame with €
from April 1, 1999 to March 31, 2004

TWS

Total Wardrobe Solutions

UK

United Kingdom

US /United Statdb)SA

United States of America

US GAAP

Generaly Accepted Accounting Principles in the 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

(Venture Capital Fund) Regulations, 1996, as amended
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PRESENTATION OF FINANCIAL, INDUSTRY AND MARKET DATA
Financial Data

Unless stated otherwise, the financial data in this Draft Red Herring Prospectus is derived from the audited financial
statements, prepared in accordance with Indian GAAP and the Ca®pgsat and restated in accordance with the
SEBI Regulations and included in this Draft Red Herring Prospectus. In this Draft Red Herring Prospectus, any
discrepancies in any table between the total and the sums of the amounts listed are due to réunding of

The Co miseygad sommences on April 1 and ends on March 31 of the next year, so all references to
particularfiscal year unless stated otherwise, are to the 12 months period ended on March 31 of that year.

There are significant differencégtween Indian GAAP, US GAAP and IFRS. Accordingly, the degree to which the

Indian GAAP financial statements included in this Draft Red Herring Prospectus will provide meaningful
information is entirely dependmdianacoonntirng practicesefnyreliangdes | ev e
by persons not familiar with Indian accounting practices on the financial disclosures presented in this Draft Red
Herring Prospectus should accordingly be limitéée do not provide reconciliation of our financithtements to

IFRS or US GAAP financial statemenfhe Company has not attempted to explain those differences or quantify

their impact on the financial data included herein, to the investors and the investors shall consult their own advisors
regarding suie differences and their impact on the financial data.

Currency and Units of Presentation

All references to

°
=t

CHF@ Formancodo or are to the official currency of Swit

°
=13

E u o0 0 0 dreit@the official currency of the member states of EuropeamniJni

) i GBRG& ardi the official currency of United Kingdom of Great Britain and Northern Ireland,
together with its territories and possessions;

. ARupeeso or fiRs . gheaffical currencylofthe RepublicRfurgliand s
. AUS$0 Dbd d&rUs t o Uni,thedfcid cumenoy sf th®United Gtates of America
. AJPYO are to Japanese Yen, the official currency of

Exchange Rates

This Draft Red Herring Prospectus contagmversionsof certain US Dollar and other cuney amounts into

Indian Rupees that have been presented solely to comply with the requirements of the SEBI Regulations. These
conversionshould not be construed as a representation that those US Dollar or other currency amounts could have
been, or can beonverted into Indian Rupees, at any particular. rate

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 indygtublications and sources. Industry publications
generally state that the information contained in those publications has been obtained from sources believed to be
reliable but that their accuracy and completeness are not guaranteed and their retiahidy be assured.
Accordingly, no investment decision should be made on the basis of such information. Although industry data used
in this Draft Red Herring Prospectus is reliable, it has not been independently verified

The extent to which the markend industry data used in this Draft Red Herring Prospectus is meaningful depends
on the readerds familiarity with and understanding of I

The section titled Al ndustry OvyeQARH Resecarchi{"€ARE"D EARE pr epa



obtained the information set forth in its respective report from its own independent research, as well as from publicly
available thirdparty sources identified in each such report, including Government agencies. While €&l

that the descriptions and conclusions contained in its report are reasonable, there can be no assurance that the
information contained in such report is accurate. The Industry Overview also includes projections and estimates
regarding demand and nkat share for the Indian apparel industry. For purposes of preparing these projections and
estimates, CARE has relied on certain assumptions regarding contingencies and other matters that are not within the
control of the Company, CARE or any other persdhese assumptions are inherently subject to significant
uncertainties and actual results will differ, perhaps materially, from those projected. Therefore, no representations
are made or intended, nor should any be inferred, with respect to the likegnes of a particular future set of

facts or circumstances



FORWARD-LOOKING STATEMENTS

Thi s Draft Red Herring Protspe&tiung cbat @ime sldoknip.r t ihe s ¢
statements ger@rl | y can be identified by words or phrases su
festi mateo, Aintendod, fAAobjectiveo, fiplano, Aprojecto,
phrases of similar import. Similarly, stale nt s t hat describe the Companyds stra
also forwardlooking statements. All forwartboking statements are subject to risks, uncertainties and assumptions

about the Company that could cause actual results and prog#tgtions to differ materially from those
contemplated by the relevant forwdmbking statement.

Actual results may differ materially from those suggested by the forleaking statements due to risks or
uncertainties associated with the expectatisitls respect to, but not limited to, regulatory changes pertaining to the
industries in India in whicthe Company hasusinesses aritk ability to respond to thenits ability to successfully
implementits strategy,its growth and expansion, technolodiazhanges,its exposure to market risks, general
economic and political conditions in India and which have an impadsdiusiness activities or investments, the
monetary and fiscal policies of India, inflation, deflation, unanticipated turbulencesiesttates, foreign exchange

rates, equity prices or other rates or prices, the performance of the financial markets in India and globally, changes
in domestic laws, regulations and taxes and changes in competitismutustry. Important factors thabuld cause

actual results to differ materially fromh e  C o regpactatjolssnclude, but are not limited to, the following:

. inadequate supply of raw materials or failure to receive timely supply or on acceptable commercial terms;
. deficiency in capalities of outside manufacturers;

. fluctuation in the prices of raw materials;

. inability of the Company to obtain or renew its intellectual property related contractual arrangements;

. inability of the Company to reduce its cost of production;

. inability of the Company to manage its growth;

. general economic and political conditions;

) termination of any contract entered into with third partes

. delay in completion of projects due to force majeure reasons;

For further discussion of factors that could catlse actual results to differ from the expectatigrsaseseethe

sectionsi Ri sk Factor so, fiBusinesso and fiManagement 0s Di sc
Results of Op «ir, @tandb78 of this @raft Reddgreng Prospesturespectively. By their nature,

certain market risk disclosures are only estimates and could be materially different from what actually occurs in the
future. As a result, actual gains or losses could materially differ from those that have been estimated.

Forwardlooking statements reflect the current views as of the date of this Draft Red Herring Prospectus and are not
a guarantee of future performance. Neither the ComptnRirectors,the Selling Shareholderthe Underwriters

nor any of their resptive affiliates have any obligation to update or otherwise revise any statements reflecting
circumstances arising after the date hereof or to reflect the occurrence of underlying events, even if the underlying
assumptions do not come to fruition. In ad@orce with SEBI requirements, the Compahyg Selling Shareholders

the GCBRLMsand the BRLMs will ensure that investors in India are informed of material developments until the
time of the grant of listing and trading permission by the Stock Exchanges.
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SECTION II: RISK FACTORS

An investment in equity shares involves a high degree of risk. Prospective investors should carefully consider all the
information in this Draft Red Herring Prospectus, including the risks and uncertainties described bdlmw, be
making an investment in the Compénkquity Shares. The risks and uncertainties described in this section are not
the only risks that are currently faced by the Company. Additional risks and uncertainties not presently known to the
Company or that iturrently believes to be immaterial may also have an adverse effect on the Cénipasiyess,

results of operations and financial condition. If any of the following risks, or other risks that are not currently
known or are now deemed immaterial, actualtecur, the Compardy business, results of operations and financial
condition could suffer, the price of its Equity Shares could decline, and investors may lose all or part of their
investment. In making an investment decision, prospective investors atyusinrtheir own examination of the
Company and the terms of the Issue, including the merits and risks involved.

Unless otherwise stated, the financial information of the Company used in this section is derived from its audited
financial statements undéndian GAAP, as restated. Unless otherwise stated, the Company is not in a position to
specify or quantify the financial or other risks mentioned herein.

Internal Risk Related to the Company

1) The Company relies on a continued supply of raw materials amg disruption in that supply could have
an adverse effect on the Company.

The Company currently relies on raw materials purchased from a number of domestic suppliers. However,
if timely and adequate supplies of raw materials on acceptable commercislaermot available to the
Company, or if there are significant increases in the cost of these materials, the Gsmpangins, results

of operations and financial condition may be adversely affected.

2) The Company relies on outsourced manufacturing céyildies and the failure to maintain a timely and
adequate supply of such outsourcing could have an adverse effect on the Company.

The Company relies on outsourcing for low value added processes while it maintains high value added
manufacturing processashouse. The Company has not entered into any formal long term agreement with
any entity to outsource such processes. If the timely and adequate supply of outsourced processes are not
available to the Company on acceptable commercial terms, or if tleesegaificant increases in the cost of

these outsourced processes, the Conmsargsults of operations and financial condition may be adversely
affected. Furthermore, any failure on the Comg@arpart to maintain a high level of quality or any failure

by such outside manufacturers to comply with labour standards could adversely affect the Gempany
reputation.

3) The Company relies on intellectual property and technology provided by third parties and its business
may suffer if these arrangements are termindter not renewed.

The Company is the licensed user of certain trademarks incorporating the ®Rerds& Taylo® and/or

certain devices for use in India by virtue of the Trademark License Agreement between Reid & Taylor
(International) Limitedand the Conpany signed in July 2008 and which became retroactively effective
from January 1, 2008 (th@\greemend). The Agreement grants an exclusive and perpetual license to use
the Reid & Taylo6trademark in India and other territories specified in the AgreenTdr Agreement

shall continue in perpetuity unless the Company commits a material breach or until it is terminated by
either party for reasons such as liquidation, change of management or nationalisation by the Government or
any local authority or if th€ompany is declaredi@ick undertaking under the Sick Industrial Companies
(Special Provisions) Act, 1985.

The Company has also entered into a technical Kmow licence agreement with Rei®l Taylor
(Holdings) Limited on July 8, 2008 which became rettoely effective on January 1, 200Bhe technical
know-how licence agreement grants an exclusive -tnramsferable, perpetual right and license to use the
know-how necessary for the manufactured@eid & Taylo6 products in IndiaThis technical knowhow
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4)

license agreemeishall continue in perpetuity unless the Company commits a material breach or until it is
terminated by either party for reasons such as liquidation, change of management, nationalisation by the
Government or any local authority or ifehCompany is declared fsick undertaking under the Sick
Industrial Companies (Special Provisions) Act, 1985.

In addition, the Company has entered into a license agreement (through a novation agreement and
guarantee in October 2008) with Austin Reed k&uifor use of théStephens Brothefdrand name and

the processes it employs to manufacture its products. Pursuant to the terms of this license agreement, the
Company has an exclusive, revocable andtnamsferable license which is valid for a term iwefyears

from September 1, 2006 to December 31, 2011. The agreement may be renewed for a further period of five
years, provided that the Company has achieved a net retail sales value of £2.45 million in 2011. Austin
Reed Limited or the Company are entitl® terminate the agreement inter alia if the other party takes any
action under any law regarding insolvency or relief for debtors or makes any arrangement or compromise
with its creditors whatsoever.

In the event these agreements are terminated o€dmepany is unable to renew its trademark license
agreement for use of th#&tephens Brothedsiame on the same or other acceptable terms, the Company
may lose the benefit of that intellectual property and the legal protection to use certain of theepribcess
employs to manufacture its products, which may prevent the Company from manufacturing and selling
many of its productsvhich in the future may adversely affectlitssinessin the future, the Company may

also need to obtain additional licenses fewror existing technologies. The Company cannot provide any
assurances that such license agreements will be obtained or renewed on acceptable terms or at all, and, if
not, the Comparig results of operations and financial condition could be adverselyeaffec

There is outstanding litigation involving the Company, the Directors, the Promoter and the Group
Companies, which if determined adversely, could affect the Comfarlyusiness and results of
operations.

There is outstanding litigation involving th€ompany, the Directors, the Promoter and the Group
Companies. These legal proceedings are pending at different levels of adjudication before various courts,
enquiry officers and tribunals. The amounts claimed in these proceedings have been discloseddntthe
ascertainable and include amounts claimed jointly and severally from the Company and other parties.
Should any new developments arise, such as any change in applicable Indian law or any rulings against the
Company by appellate courts or tribunalse Company may need to make provisions in its financial
statements that could increase expenses and current liabilities. Any adverse decision may have an adverse
effect on the Comparly business, results of operations and financial condition. The btafsdef such
outstanding litigation as of the date of the Draft Red Herring Prospectus are as follows:

Litigation against the Company

Sr. Nature of litigation Number of Aggregate approximate amount
No. outstanding cases involved

(in Rs. million)
1. Tax proceedings 4 46.7

Litigation against the Directors

Sr. Name of Nature of Number of Aggregate approximate amount
No. Director litigation outstanding involved

cases (in Rs. million)
Nil Nil Nil Nil Nil
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5)

Litigation against the Promoter

Sr. Name of Nature of litigation Number of Aggregate
No. Promoter outstanding cases| approximate amount
involved
(in Rs. million)
1 SKNL Criminal proceedings 1 -
2. SKNL Labour proceedings 92 8.9
3. SKNL Tax proceedings 1 3.4
4. SKNL Civil proceedings 3 1.2

Litigation against the Group Companies

Sr. | Name of Group Company Nature of Number of Aggregate
No. litigation outstanding cases| approximate amount
involved
1. HMX Poland sp. Zo. 0 Arbitration 1 US $4.2 million(Rs.
proceedings 189.44 million}®
2. Remala Trading B.V. Civil proceedings 1 -
3 SKNL North America B. V.| Civil proceedings 1 -

' The Company has used an exchange rate 4R$05being the reference rate as of December 3, 2010.
(Source: www.xe.com).

For details, please seetheseati fiOut st anding Litigati on 2@8lmfdhisMat er i a

Draft Red Herring Prospectus.

The Company has received qualifications in its audit reports in relation to its financial statements for the
year ended March 31, 2010 and may have #odqualifications in the future.

The Companyds auditors have included qualificati on:

31, 2010. Further, in the Audit Report datddvember 25, 201@nd included in this Draft Red Herring
Prospectusat pages139 to 177, the auditors have noted that during the financial year ended March 31,
2010, sundry debtors, loans and advances including capital advances and sundry creditors, amounting to
Rs. 473.7 million, Rs. 694.7 million and Rs. 533.8 million,pesdively, are subject to confirmations,
reconciliation and consequential adjustment, if any. In addition, the aditepport contained in the
Companys annual report for the fiscal year ended March 31, 2010 contains a qualification stating that the
Companyés prevailing internal audit system must be strengthened to be commensurate with the size of the
Company and the nature of its business.

Further, the audit@ report contained in the Compdsywnnual report for the fiscal years ended March 31,
2009and 2010 contain a qualification stating that the Company has overstated its profits by an amount of
Rs. 219.8 million (for fiscal year ending March 31, 2010) by amortizing the amount (starting from October
1, 2008till March 31, 2020) paid to its lendees part of corporate debt restructuring of the Promoter (to
which the Company is also a part) pertaining to earlier years. The auditors are of the view that such
amounts should have been charged to the Ooried of it
forward; which the auditors have stated is not in line with the requirements of the applicable accounting
standards. Théuditors Report contained in the Draft Red Herring Prospeetugagesl39to 177 does

not have the qualification because thecartds have been restated by the auditors as required by SEBI and
have charged the amount of Rs. 219.8 million to
has been stated in past annual reports of the auditors and will continue to deénsthgefuture, till such

time that the Company either charges off the current outstanding balance of Rs. 219.8 millignofi its
andloss account or till the year 2020.

Additionally, the accounting procedures used for purposes of the restateddirsaatements included in

this Draft Herring Prospectus are different from those used in the past and what may be used in the future.
As such, future audit reports will contain auditor qualifications if the Company reverts back to its prior
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6)

7)

8)

9)

accounting proedures.

Fluctuations in raw material prices that the Company is unable to pass on to customers may affect the
Companys earnings.

The raw materials used in the manufacture of most of the Codpanyducts are primarily polyester,
viscose, raw wool, cain, blended fabrics and other stores and spares. In fiscal years 2009 and 2010 and
the six month period ended September 30, 2010, raw materials accounted for approximately 43%, 50% and
51%, respectively, of the Compdaisytotal expenses. As a raw materidensive manufacturing operation,

the Company is exposed to a variety of market risks, including the effects of changes in commodity prices.
Changes in the prices of raw materials cannot always be predicted or hedged. The costs at which the
Company procuas certain of its raw materials have in the past been subject to significant increases. There
can be no assurance that the price of the Con@paaw materials will not increase in the future. Although

the Company has been able to pass on many of its ederial increases to its customers in the past, there

can be no assurance that the Company will be able to do so in the future. A significant increase in the price
of raw materials that cannot be passed on to its customers could have a material acatren ¢ffe
Companys results of operations and financial condition.

The Company relies heavily on | &daeayseddbbaads amade

dilution of the same could adversely affect its business.

Sales from the brand 'Re&l Taylor' contributed approximately 99.5%, 98.2% &8d3%b, respectively, of

the Compangs sales and service charges in the years ended March 31, 2009 and 2010 and the six month
period ended September 30, 2010, respectively. The Company believes tfaedh& Taylord brand
commands strong brand recall among consumers due to its long international presence. The&ompany
success depends on its ability to maintain the brand image of its existing products. Decrease in product
quality due to reasons beyond dsntrol or allegations of product defects, even when false or unfounded,
could tarnish the image of the brands and may cause consumers to choose other products. Further, there can
be no assurance that this brand name will not be adversely affectedfuitutiecby events such as actions

that are beyond the Compdsycontrol and its business, financial condition and results of operations may

be adversely affected.

The Company may not be able to effectively promote or develop its licensed brands.

The Compny strives to position its licensed brands as premium and super premium fabric and apparel
brands. Brand image is an important factor which

the Companyds product s. Tspthe €bnipanyg would Ve yo b@ able tmbuilde t h e s

and maintain the brand image by focusing on a variety of promotional and marketing activities to promote
brand awareness, as well as to increase their presence in the markets in which they operate by expanding
their retail network. There is no assurance that the Company will be able to effectively promote or develop
these brands and if they fail to do so, the goodwill of such brands may be undermined, and accordingly the
Companyb6s resul t s ciadondign enayde ddwensedy afiectetl. f i nan

The Compangs funding requirements and deployment of the net proceeds of the Issue are based on
management estimatemd have not been independéntppraised

The Company has not entered into any definitive ergents to utilize any portion of theet proceeds of

the Fresh Issue. In view of the competitive and dynamic nature of the textile industry, the Company may
have to revise its expenditure and fund requirements, as stated in the sectigiDbikts of he Issué
beginning on pag8&2 of the Draft Red Herring Prospectus, due to such factors as variations in the cost
structure, changes in estimates, exchange rate fluctuations and external factors, which may not be within
the control of the Compady managemnt. In addition, the estimated dates of completion of various

projects as described herein are based on manageme

change due to various factors such as delays caused by market conditions, changaanegoyolicies
or initiatives, changes in budgetary allocation or insufficiency of funds. In case of decline in fund
requirements at a later stage, such excess proceeds of the Fresh Issue will be deployed as approved by the
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Board of Directors and the steholders of the Company at that point in time. In the event, for whatsoever
reason, the Company is unable to execute its plans as detailedfidlffeets of the Issuebeginning on
page32 of this Draft Red Herring Prospectus, the Company could havéooatdd net proceeds.

10) The Companys business is presently characterised by large investments in working capital which could
constrain the cash flows of the busineaad may affect its result of operations

Currently, a significant portion of the Compd@s revenues are generated from products that are
characterised by high investments in working capital, predominantly in inventories and debt. As of
September 30, 2010, the Compéngccount receivable days wdrg2, and its days sales of inventory were

111 days The Company has incurred high investments primarily due to its wide product range and large
distribution network. Any increase in these investments due to a change in the business scenario may
constrain the Compady cash flows and adversely afféstresults of operations and financial condition.

11) The Company has limited financial history; therefore, prospective investors may not be able to evaluate
the Companys current and future business prospects accurately.

The Company waspun off from SKNLin January2008 and hence has a limited operating and financial

history. For details, please see the sedildistory and Certain Corporate Mattétzeginning on page8s of

this Draft Red Herring Prospectus. Hence, it has no significant operating Historyvhich its business,

future prospects and viability can be evaluated. The manufacturing and distribution of all products involves
various risks, including among others, execution risk, regulatory risk, financing risk and the risk that these
projects mg prove to be unprofitable. Any inability of the Company to effectively develop and operate

could adversely affect its business prospects, financial condition and results of operation. Moreover,
investors should not e v a |l u ailite baged en th€ parferraamoge @fsits pr o s p
Promoter, SKNL, or other affiliates. The Company cannot assure investors about its future performance or

that its business strategy will be successful.

12) The Company does not have loitgrm contracts with its buyershe loss of which could have a material
adverse effect on the Company.

Due to the nature of the industry, purchases by th
orders on a semannual basis or on a fixed delivery basis. The Company doelametany long term

contracts with any of its customers and there can be no guarantee that its present customers will continue to
procure orders from it. Any decline in the number of customers would likely result in reduced margins and

t he Co mp a ofjopesationsanaybke adsersely affected.

13) The Compangs business is cyclical and ragid changing. Any failure by the Company to identify
changing fashion trends or any reduction in consumer demand would adversely affect the Corigpany
business.

The fashdon industry in which the Company operates is highly creative, competitive and rajpéiging.

Any inability on the part of the Company to perceive and capitalize on prevailing trends, timely forecast
changing trends or failure to keep pace with the oétauch change wikffect its growth prospectélso,

the Compangs business is cyclical and subject to seasonal fluctuations as the range of products in the
garment business ahges according to the seas®urchases of the Compasyproducts may decline

during recessionary periods and may decline for a variety of other reasons, including changes in fashion
trends and the introduction of new products or pricing chargesthe Companis competitors.
Uncertainties regarding future economic prospects cofikttaconsumesspending habits and have an
adverse effect on the results of openas. For example, a continuation or worsening of the global
economic crisis could result in a reduction in demand for highalitgu higher priced garmentdn

addition, umertainty with respect to consumer spending as a result of weak economic conditions could
cause delays in the placing of initial orders and may slow the pace of reorders during the seasonal peak of
the Compangs businessWeak economic conditions may haaenaterial adverse effect on the Comgany
financial condition and results of operations.
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14)

15)

16)

The Compangs major capital projects may not be completed in the time frame planned or at cost levels
originally anticipated, and may not achieve the intended egwric results.

Currently, the Company intends to incur capital expenditures at some of its existing facilities and is
establishing a new facility iBengaluru The Compangs ability to successfully execute such projects in a
timely manner is affected by deors such as delays in regulatory approvals, political unrest, technical
difficulties, the inability to procure machinery and materials at desirable prices, human, technological or
other resource constraints and may be affected by other unforeseen,regsotsor circumstances, some

of which may be beyond its control.

Capital projects may incur significant cost overruns and may not be completed on time or at all, which may
significantly affect the Compa@y results of operations. In addition, as a egugnce of project delays,

cost overruns, changes or lack of demand for the Condpammgducts or for other reasons, the Company
may not achieve the economic benefits expected from these projects and its failure to obtain expected
economic benefits from &se projects could adversely affect its business, financial condition and results of
operations.

Failure to implement future technological advances in the textile industry or fund capital expenditure
requirements could have a material adverse effect oea @ompangs competitive position and its results
of operations.

The Compangs operating results depend to a significant extent on its ability to continue to introduce
innovative products and to continue to develop its production processes to be a campetducer.
Accordingly, to maintain the Compadsycompetitive position and its revenue base, the Company must
continually modernize its manufacturing processes, plants and equipment. To this end, the Company has
made significant investments in its maacturing infrastructure in the past. Future technological advances

in the textile industry may result in the availability of new products or increase the efficiency of existing
manufacturing and distribution systems, and the Company may not be able ttéoasiagh technological
changes or offer such products on a timely basis or establish or maintain competitive positions. Existing,
proposed or undeveloped technologies may render the Cofsganiinology less profitable or less viable,

and it may not havéhe financial and other resources to compete effectively against companies possessing
such technologies. To the extent sources of funds are insufficient to meet the Céangeyong capital
improvement requirements, it would need to seek alternativeesoafdinancing or curtail or delay capital
spending plans. The Company may not be able to obtain the necessary financing when needed or on
acceptable terms. The Company is unable to predict which of the many possible future products and
services will meethe evolving industry standards and consumer demands. If the Company fails to make
the capital improvements necessary to continue the modernization of its manufacturing operations and
reduction of its costs, the Compdrycompetitive position may suffeand its results of operations may be
adversely effected.

A portion of the shareholding of the Promoter, constitutir$.0% of the current paidup share capital of

the Company, has been pledgtma bank. Any sale of the Equity Shares by the bank in caka default
under the financing document will dilute the shareholding of the Promoter and adversely affect the
Companyds stock price.

34,995,338 quity Shares held by the Promoter, constitu6d% of the current paidp share capital of

the Companyhas been pledged as secutdyCICI Bank Limitedunder theerms of loan agreement dated
September 16, Z®. Any default under this financing document may result in ICICI Bank Limited selling
the Equity Shares pledged to them in the open market, thdileiting the shareholding of the Promoters.
Any action initiated by ICICI Bank Limited may result in the price of the Equity Shares being adversely
impacted along with the ability to obtain further funding from other banks and financial institutions.
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17)

18)

19)

The Compangs business could be adversely affected if it fails to protect its intellectual property rights.

The Company licenses trademarks from third parties. The Corfpangcess depends in part on its ability

to protect these and other intellectual gy rights. The Company relies on a combination of trademark,
and trade secret laws, licenses, confidentiality and other agreements to protect its intellectual property
rights. However, this protection may not be fully adequate. The Corfpamglemark greements may
terminate or become subject to litigation. The Comg@aimtellectual property rights may be challenged or
invalidated, an infringement suit by the Company against a third party may not be successful and/or third
parties could adopt trademarkimilar the Compardy. The Company routinely enters into confidentiality
agreements with its employees and strategic and joint venture partners, among others, such agreements may
be breached, and the Company could be harmed by unauthorized use oumisofogs confidential
information. Further,the Compan§s failure to protect its intellectual property could materially and
adversely affect its competitive position, reduce revenue or otherwise harm its business.

Further, the Company may be accusednéinging or violating the intellectual property rights of third
parties. Any such claims, whether or not meritorious, could result in costly litigation and divert the efforts
of Company personnel. Should the Company be found liable for infringemergy ibenrequired to enter

into licensing arrangements (if available on acceptable terms or at all) or pay damages and cease selling
certain products or using certain product names or technology. The Cdmaifyre to prevail in any
intellectual property ifigation could materially adversely affect its competitive position and have an
adverse effect on its results of operations.

The success of the Compaisy business is substantially dependent upon the services of a few
management personnel, the loss of whaould adversely affect the Compaisybusiness.

The Company believes it has built a strong team of senior professionals to oversee the operations and
growth of its businessThe Compan§s management team consists of individuals having significant
experience in the textile industry. The Comp@syManaging Directorand Executive DirectorNitin

Kasliwal, has 32 years of experience in the textile industhe Compangs success is substantially
dependent upon the expertise and services of these membersiagement. The loss of these persons
could have an adverse effect on the Compmbysiness, results of operations and financial condition.

An inability to manage the Compaiy growth could disrupt its business, results of operations and
financial condition.

The Compangs total income has grown to Rs. 11,502.1 million and Rs. 6,323.5 million in the year ended
March 31, 2010 and the six month period ended September 30, 2010, respectively, from Rs. 7,133.8 million
in the year ended March 31, 2009. A printipamponent of the Compaés/strategy is to continue to grow

by expanding the size and geographical scope of its existing business. This growth strategy will place
significant demands on the Compésynanagement, financial and other resources. In pariagatinued
expansion challenges the Company in the following areas:

. maintaining consistently higuality products;

. recruiting, training and retaining sufficient skilled technical, marketing and management
personnel;

. managing expectations of clients andintaining high levels of customer satisfaction;

. developing and improving internal administrative functions and systems and controls, particularly

the Companés financial, operational, communications and other internal systems; and
. maintaining a constasupply of quality inputs for its manufacturing processes.

The Compangs inability to properly manage its growth may have an adverse effect on its business, results
of operations and financial condition. Also, the Company needs to obtain various rege@atignmental

and health and safety approvals in the normal course of business as well as for proposed expansion projects
and new projects which may not be available on a timely basis or at all. This may also significantly limit
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20)

21)

22)

the Compangs growth.

The Promoter of the Company exercises significant control and influence over the business affairs of the
Company and their interests may conflict with those of the investors and other shareholders of the
Company.

As of September 30, 2010, the Promoter dmaiding in the Company was 74.4% of the issued and
outstanding Equity Share capital. The Promoter has the ability to control and influence the business affairs
of the Company including matters such as sale of all or substantially all of the assets ofmipeny;
assumption of additional debt, sale of brands belonging to the Company, timing and distribution of
dividends, election of officers and directors and change of control transactions and other matters. The
interests of the Promoter may differ and dimbfwith those of the investors and other shareholders of the
Company which may cause them to act in a manner that may not be in the best interests of the shareholders
of the Company.

The Companyhas faced labour disruptions in the past anday face labar disruptionsin the future
that may interfere with its operations.

The Company is exposed to the risk of strikes and other industrial actions. As of September 30, 2010, the
Company employed a total 4227 employees, of whor834 employees belonged tosingle registered

trade union. The Company has faced labour disruptions in the past. On June 10, 2008, the labourers of the
Company went on a strike for a period of 16 days. Furthkxckout was declaredt the Mysore factory

from May 30, 2005 to June03 2005. While the Compafsy management believes that current relations
between the Company and its employees are generally good, there can be no assurance that other
employees will not unionise or that strikes, work stoppages or other industrial acifiomst\eccur in the

future. Labour disruptions could negatively impact the Com@gaaperations and capacity utilization and

cause it to be unable to meet its customers' demands. Such an event could result in increased wages and
other benefits to the Corapyés employees and otherwise have a material adverse effect on its business,
results of operations and financial condition.

The Compangs current labour agreement will expire on December 30, 2010. If a new agreement is not
reached by that time, the Comry may experience labour disruptions which could have a negative impact
the Compangs operations and capacity utilization and cause it to be unable to meet its customers' demands.

In addition, many of the Compatsysuppliers have unionised work forcesol/stoppages or slodowns
experienced by these suppliers could increase the costs of raw materials and cause disruptions in the
Companys operations and have a material adverse effect on its business, results of operations and financial
condition.

The Gompany relies on the success of its third party distribution network of wholesalers and retailers for
supplying its products into the market and if the Company is unable to maintain its current distribution
network or attract new distributors, the Compaisyresults of operations and financial condition may be
adversely affected

The Company has a nationwide distribution network comprising exclusive agents, wholesalers and retalil
outlets, who market, distribute and sell a major portion of the Condparpdicts. The Company also
distributes its products through BHRL. The Company is heavily dependent on its distribution network. The
distributors are generally independent of the Company, thus the distfibfit@nces, as well as the sales,
merchandising andlisplay of the Compar® products are largely outside of its control. Additionally,
distributors are constantly entering and exiting the retail market. Thus, the success of the business depends
on maintaining good relations with existing distributors adl we attracting new ones. Although the
Company believes it has good relations with its existing distributors, there can be no assurance that its
distributors will continue to do business with the Company or that the Company will be able to attract new
distributors. If the Company does not succeed in maintaining its current distribution network or in
attracting new distributors to support future growth, the Comfsamyarket share may decline and
adversely affect its results of operations and financial ¢iomdi
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23) The Company generates a material portion of its revenue from sales to BHRL, which is a related party,
and it is therefore dependent on the performance and growth of BHRL.

In the fiscal years ended March 31, 2009 and 2010 and the six month petiedi ®eptember 30, 2010,

sales to BHRL represented approximately 39.9%, 37.2% and 29.6%, respectively, of the @ergtahy

sales. The Company expects the portion of its sales to BHRL to continue to grow in the future. Maintaining

the Compangs relationkip with BHRL is crucial to the Compafs business, and any deterioration in

BHRLG business would have a material impact on the Company. Further, there can be no assurance that
BHRL will wish to continue its relationship with the Company in the futuréhat the Company will be

able to pursue its stated strategies with respect to BHRL and the markets in which it operates. Any
deterioration in the Compadg relationship with BHRL could have an adverse effect on the Corépany

results of operations and finan a | condition. For d e tRalated sParty pl eas e
Transactions b e g i n n il1869fthe DrafpRed Herring Prospectus.

24) The Company may not be able to manage the rapid growth of its planned retail network effectively which
may have aradverse effect on the Compaisyresults of operations and financial condition.

The Company intends to develop its own retail network in India by setting up 160 new exclusive brand
outletsin 2012 The Company may not be able to successfully manage piet geowth of its retalil

network effectively despite adopting various measures or strategies, including relying on the retailing
experience of BHRL to manage its stores. Therefore, there is no assurance that the intended growth of the
Companys retail netwrk can be achieved or will be profitable. If the expansion of the retail network is not
successfully managed, the Compay oper ati ng costs may i ncrease an
operations and financial condition may be adversely affected. In additiche event of an economic

downturn, which may adversely affect the profitability of the stores, this could result in longéinesdr

new stores to reach their optimal operating levels.

25) The Company is subject to restrictive covenants and somehef @ompangs properties have been
pledged as security under certain SKNL financing arrangements.

Certain SKNL financing arrangements are secured by the Cor@gpeanyent and fixed assets, including a
charge on the Compatsy/stock of raw materials, seffifnished and finished goods, consumable stores and
book debts. Certain SKNL financing arrangements also include various conditions and covenants that
require the Company to obtain lender consent prior to carrying out certain activities and entering into
cer@in transactions, including, among others, undertaking new projects or expansions, selling or
transferring assets, providing additional mortgage guarantees incurring additionalr debending the
Articles of Association Any failure to comply with the muirement to obtain consent, or other conditions

or covenants under these or future financing agreements that is not waived by the lenders or is not
otherwise cured by the Company or SKNL, may lead to a termination of &Kdilthe Compartg credit
facilities and/or acceleration of all amountikie under such facilities and may affect the Com@aability

to conduct its business and operations or implement its business plans.

26) The Company will have to find locations to open and operate exclusive branigtsuand a failure to do
so could have a material adverse impact on the Comg@amgsults of operations and financial condition.

The Company intends to use R287 million from the funds raised from the Fresh Issue towards setting

up 160 new exclusivernd outlets. The success of any retail business lies largely in identifying the best
possible location at a competitive cost. The Company has to compete with other branded apparel retailers to
find locations for its exclusive brand outlets on a continubasis. The Company cannot give any
assurance that it will be able to expand and grow at the rate at which it may desire to, as it may not be able
to find locations that it believes will be necessary for implementing its expansion plans. If the Company is
unable to find locations at the time and place that it desires, the same may have a material adverse impact
on itsresults of operations and financial condition
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27)

28)

29)

BHRL may have different strategic priorities than the Company which may be detrimental to the
Company.

A material portion of the Compadg/sales are derived from its relationship with BHRL which is controlled
by the Promoter Group. The operations of BHRL are independent from that of the Company. BHRL may
have different strategic priorities tharetCompany, which may be detrimental to the Company including:

. business opportunities that may be attractive to both the Company and BHRL;

disagreements over where to establish new exclusive brand outlets and franchise stores;
. economic or business intmts or goals that are inconsistent with the other condpany

. BHRL taking actions contrary to the Compéamyinstructions or requests or contrary to the
Companys policies and objectives; and

. disagreements over how to best market the Confpamands.

Furthermore, BHRL may undergo a change of control or financial difficulties which may alter the existing
relationship between BHRL and the Company. To the extent that the interests of the Company and BHRL
are unaligned, the Company cannot provide any assuthatc# will be able to resolve such conflicts in a
manner that will be in the Compaisybest interests.

The restrictions set forth in the shareholders agreement between the Company, SKNIndivest may
not govern certain Hartmanbrands

The Company,SKNL and Indivest entered into a shareholdéragreement dated June 20, 2008 (the
fiShareholders Agreemeit The terms of the Shareholders Agreement manage the relationship between
the three companies, including placing restrictions on S@&Nbperations ircertain market segments.

Under the Shareholders Agreement, SKNL agrees not to manufacture or retail, at a wholesale level, apparel
in the premium and super premium brand categories for either four years after the Gsrmpaalypublic

offering or fiveyears after the execution of tBeh ar e h o | d e r, whichedegis later.rtHlewever, the
Shareholders Agreement may not cover certain apparel brands thatoganmedoy SKNL from Hartmarx
Corporation USA. Furthermore, four years after the Comiainjitial public offering, SKNL will no

longer be bound by this restriction. To the extent that the interests of the Company and SKNL are
unaligned and they fail to reach an agreement on the distribution of market segments and brand licenses,
the Company canngirovide any assurance that it will be able to resolve such conflicts in a manner that
will be in the best interest of the Company.

There may be potential conflicts of interest with the Promoter, Promoter Group Companies and
companies in which some of theompanys directors are involved. Such conflict of interests may have
an adverse effect on the Compaisyoperations.

The Promoter, Promoter Group Companies and some of the Cofmpdingctors either have equity
interests or other investments or are imed in other companies that are authorised to engage in businesses
similar to the Company. In particular, the Promoter is also engaged in the production of textiles in India.
There may be conflicts of interest in addressing business opportunities aedietran circumstances

where the Compaidy interests differ from other companies in which the Promoter or one or more of the
Companys directors or members of the Promoter Group Companies have an interest. For example, half of
the members of the CompaisyBoard of Directors and several key members of management also hold
similar positions with the Promoter. There may be instances where the Board of Directors or management
are asked to decide on issues that have consequences to both the Company andotee Brairtheir
interests may not be aligned. In such cases of conflict, the Promoter or the Promoter Group Companies'
Directors which are common between the Promoter and the Company or members of the Promoter Group
Companies may favour other companiesvhich the Promoter or one or more of the Comg@amjirectors
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30)

31)

32)

33)

34)

or members of the Promoter Group Companies have an interest. Neither the Promoter nor the ompany
Directors or members of the Promoter Group Companies are obligated to direct any oppontutiiges
industries where the Company operates. Further, the Company shares members of management and other
resources and office space with the Promoter, which may divert management attention and resources away
from the Compang business and create con8iaf interest. In addition, new business opportunities may

be directed to these affiliated companies instead of the Company. The Promoter and such directors or
members of the Promoter Group Companies may also keep the Company from entering into certain
budnesses related to that of the Comp@nyvhich may be important for its future growth, as they may
already have interests in other similar businesses. While the Promoter has committed not to enter into a
competing business with the Company pursuant t&tiaeholde@Agreement there can be no assurance

that such conflicts will not arise in future.

Wage increases in India may reduce the Compéanprofits.

Substantially all of the Compadésy workforce is employed in India, which has generally experienced
overall wage increases in recent years due to its growing economy. Any future material wage increases
experienced in India will likely have an impact on the Com@amyroduction costs and could have an
adverse effect on the Compadayrofitability.

The Canpanyds inability to reduce its cost of production could have a negative impact on its results of
operations.

Reducing the Compafy cost of production is essential to its business strategy in a highly competitive
market environment. If the Company isalnte to effectively employ such measures as using third party
logistic providers, implementing supply chain management, process and productivity improvements and e
sourcing, the Company may not be able to effectively control its costs, which may adediseyits

results of operations and financial condition.

The Company has issued Equity Shares in the past 12 months at a price which may be lower than the
Issue Price.

The Company has made a preferential allotment of 1,804,322 Equity Shares in ti@ pasmhths to
Indivest Pte td at a price of Rs. 609.65 per Equity Share. For further details please see the section titled
AiCapital St r26 af thig DraftRedoHerring Brgspectughe price at which the Equitghares

have been issued in the #a2 months is not indicative of the price at which the Equity Shares may be
offered in the Issue or at the price at which they will trade upon listing.

The Companys RegisteredOffice is located on land owned by the Promoter for which the Company has
no formal right of occupation.

The Compangs RegisteredOffice in Mumbaiis located on land owned by the Promoter and the Company
does not enjoy leasehold or other rights to such premises. In the event the Promoter decides to rent out or
alienate the premes being used by the Company to any tpiadty or retains it for their own use, the
Company may be required to shift its premises to a new location and there can be no assurance that the
Company will be able to use the new premises in a similar manner.

The Company has certain contingent liabilities, primarily on account of a guarantee given in favour of a
lender of the Promoter, which may adversely affect its results of operations and financial condition if
they were to materialise.

As on September 32010, the Company had contingent liabilities aggregating to Rs. 2,759.3 million, of
which Rs. 2,750.0 million is on account of a corporate guarantee in favour of a lender of the Promoter. The
Promoter had borrowed an amount of Rs. 2,750.0 million fror@llB&ank Limited in 2009. As a condition

to the loan, the lender asked for a corporate guarantee to be provided. The loan is to be repaid by the
Promoter by the yed@015 If this contingent liability was to materialise, it may lead to substantial liability

and may have a material adverse effect on the results of operations and financial condition of the Company.
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For details on contingent liabilities, please refer to the Confpdimancial statements on pagg0 of this
Draft Red Herring Prospectus.

35) The Canpany has advanced a loan to its Promoter which involves a substantial degree of risk and if the
loan remains unpaid, it will have a material adverse effect on the business, results of operations and
financial condition of the Company.

The Company has aduced a loanf Rs. 4,400 milliorto the Promoter to enable the promoter to repay its
lenders pursuant to the corporate debt restructuring of the Promoter, thedingstzalance of which was

Rs. 3,90.0 million as on September 30, 2010. The loan caandsterest rate of 12% per annum and is to

be repaid by the Promoter in sixteen quarterly instalments ending in SeptemberF2ethgr, the
Company has also provided an interest free, unsecured loan of Rs. 400 million to the Promoter under the
corporatedebt restructuring scheme of the Promoter, in fiscal year 2008. Currently, this loan amount is also
outstandingThe Company cannot provide any assurance that this amount could not have been invested in
instruments which would have vyielded higher returos the Company. Further, the Company cannot
provide any assurance whether these loans will be repaid by the Promoter in accordance with the
repayment schedule or at all. Further, given #etior management may hawgenflicts of interest in

relation to tle Company visx-vis the Promoter and Promoter Group Companies, there can be no assurance
that steps will be taken by the Company against the Promoter in order to recover the amounts due under the
loan. The amounts under the loan remaining unpaid, may iesulmaterial adverse effect on the business,
results of operations and financial condition of the Company.

36) The Compangs profitability may decline as a result of increasing pressure on margamsl it could
incur operating losses that it may be unablefund or sustain for extended periods of time, if at.all

The textile industry is subject to significant pricing pressure caused by many factors, including intense
competition, consolidation in the retail industry, pressure from retailers to reducesteeotproducts and

changes in consumer demand. These factors may cause the Company to reduce its prices to retailers and
consumers, which could cause its gross margins to decline if it is unable to offset price reductions with
comparable reductions insitoperating costs. If the Compdeygross margin declines and it fails to
sufficiently reduce its costs of goods sold or grow its net revenues, the Cdmpanfitability will

decline, and it could incur operating losses that it may be unable to fundtainsfor extended periods of

time, if at all. This could have a material adverse effect on the Cordpfingncial condition and results of
operations.

37) There are risks associated with the Compénymanufacturing facilities and those of its supporting
manufacturers.

The Compangs business is dependent on its manufacturing facilities and those of its supporting
manufacturers. The loss or shutdown of operations at any of the manufacturing facilities, or those of its
supporting manufacturers, due to labaunrest, natural disasters, technical failures or other issues, may
have a material adverse effect on the Comf&huysiness, financial condition and results of operations.

38) The Company relies on its information technology systems in managing its supplyncipaoduction
process, logistics and other integral parts of its business, any failure of which could have a material
adverse impact on the Company.

Since the Compariy operations are substantially information technology driven, the importance of
information technology systems to its business is paramount. The Company is reliant on its information
technology systems for order booking, procurement of raw materials, accounting, production and
distribution. Any failure in the Compafy information technologysystems could result in business
interruption, adversely impacting the Compéneputation and weakening of its competitive position and
could have a material adverse effect on the Comisdimancial condition and results of operations.
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39) Some of theGroup Companies have incurred losses during the last three fiscal years.

As set forth below, some of the Group Companies have incurred losses during last three fiscal years (as per

their standalone financial statements).
(in Rs. millions)

Group Company Loss After Tax for Loss After Tax for Loss After Tax

the fiscalyear Ended | the fiscalyear Ended | for the fiscal

March 31, 2008*® | March 31, 2009® year Ended

March 31,

2010°®

SKNL International B.V. Nil 7.6 2.9
SKNL Europe B.V. 0.1 77.7 0.3
SKNL Global Holdings B.V. 0.1 1.8 Nil
SKNL North America B.V. 0.1 0.9 22.7

@ Thefinancial information isdenominated irEuro. The Company has used an exchange rate o6R89for the
revenue transactions during the year which is the average rate éopehiod April 1, 2009 to March 31, 2010 and
exchange rate of Rs. 60.81 for the balances at the yeawbiuth is the prevailing exchange rate bfarch 31, 2010
(Sourcewww.xe.com

@ Thefinancial information isdenominated irEuro. The Company has uben exchange rate of R86.58for the
revenue transactions during the year which is the average rate for the period April 1, 2008 to March 31, 2009 and
exchange rate of R67.44 for the balances at the year end which is the prevailing exchange rataron 81, 2009
(Source: www.xe.com).

® The financial information is denominated in Euro. The Company has used an exchange rat66058&for the
revenue transactions during the year which is the average rate for thedpgpril 1, 2007 to March 31,8 and
exchange rate of R67.44 for the balances at the year end which is the prevailing exchange rate on March 31, 2008
(Sourcewww.xe.com

For details, please see the secti@roup Companigsbeginning on pagé27 of this Draft Red Herring
Prospectus.

40) The Companyrequires certain approvals and licenses in the ordinary course of business, and the
failure to obtain or retain them in a timely manner all may adversely affégstoperations.

The Company requiresedain approvals, licences, registrations and permissmmgperate itdusiness,

some of which may have expired and for whicay have either made, or are in the process of making,
an application for obtaining the approval for its renewal. As of tae @f this Draft Red Herring
Prospectus, applications ftre consent to operate and make discharge of effluents and emissions from its
manufacturing facility located at Mysore and for expansion of its manufacturing capacity to 18,000 meters
per day andthe authorisation for storage of hazardous weaate pending before the Karnataka State
Pollution Control BoardF or det ai |l s see f Gov ed0%oftkisnOrast Red plgrring v al s O
Prospectuslf the Company fails to obtain or retain any of thapprovals or licenses, or renewals thereof,

in a timely mannerjts business may be adversely affected. Furthermiargéerms of the government
approvals and licensélse Companys subject to numerous conditions, some of which are onerousiand
requirethe Companyto make substantial compliancglated expenditure. the Companyailsto comply

or a regulator claims thahe Companyhas not complied with these conditionthe Companys business,
prospects, financial condition and results of operatioag be adversely affected.

41) The Compangs insurance coverage may not adequately protect it against possible risk of loss.

The Compangs operations are subject to hazards and risks inherent in the use of hazardous materials in the
course of its productioprocesses, discharges or releases of hazardous substances and other environmental
risks, mechanical failure of equipment at its facilities and natural disasters. In addition, many of these
operating and other risks may cause personal injury and losg,ofdifere damage to or destruction of the
Companys properties and the properties of others and environmental pollution, and may result in
suspension of operations and the imposition of civil or criminal penalties. While the Company believes that
it maintans insurance coverage in amounts consistent with industry norms for its production facilities, if
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42)

43)

any or all of its production facilities are damaged in whole or in part and its operations are interrupted for a
sustained period, there can be no assurtiratethe insurance policies will be adequate to cover the losses
that may be incurred as a result of such interruptions or the costs of replacing the damaged facilities. If the
Company suffers a large uninsured loss or any insured loss suffered siglyifea#eds the insurance
coverage, the business, financial condition and results of operations may be adversely affected.

The Company has entered into certain transactions with related parties that may involve a conflict of
interest.

The Company has eed into certain transactions with related parties. For the fiscal year ended March 31,
2010 and the nine month period ended September 30, 2010, the Company mnmterethted party
transactionss detailed in the following table:

S No. Particulars For the nine month For the fiscal year
period ended ended March 31, 2010
September 30, 2010 Amount (in Rs.
Amount (in Rs. million)
million)
1. Sales 1,692.4 3,682.4
2. Purchases 979.2 24.4
3. Capex Nil 3.8
4. Loans and advances (550.0) 490.9
5. Others (intereshcome) 207.3 524.3

These transactions and any such future related party transactions may involve a conflict of interest. For
det ail s, pl e a Related Paaty Tramsactiohse © £ ig © n n il 43¢ of this DrpftaRee@
Herring Prospectus.

Certain loans that the Company has availed of contain undertakings, conditions and restrictive
covenants which could restrict its ability to conduct its business and operations.

Certain loans, which the Company has availed of in connection with its operatiotesin conditions and
restrictive covenants including, but not limited to, the following: the ability of the issuing bank to alter the
terms and conditions or withdraw all or any of the credit limits sanctioned at any time at its discretion; the
ability of the issuing bank to recall any part or all of the facility in the event the credit facility is not utilized

for the specified purpose, n@ompliance with terms and conditions of the sanction and drawing beyond
the sanctioned limits. The Company has @assumed certain obligations under these arrangements, which
include, but are not limited to, the following: immediate written notification of any changes in the
Companys constitution, changes in directors, proposals for a merger or takeover, in redatibich the

issuing bank has the right to disapprove such alteration, and further may exercise the right to suspend,
recall or withdraw the facilities; an undertaking to insure the Congsamypothecated movables against

fire, accident, theft and all otheisks under joint name with the issuing bank. The Company also granted
the issuing banks certain rights in relation to these facilities, which include, but are not limited to the
following: an option to enforce the security or recover sums due in angengre bank deems fit, as well

as the ability of the issuing bank, at its discretion, to demand and recover the balance due in respect of any
or all facilities and other charges.

Such conditions, covenants and undertakings may restrict or delay @at@ns or initiatives that the
Company may propose to take from time to time. A failure to observe such covenants or conditions under
these facilities may lead to a termination of these facilities or an acceleration of all amounts due under such
facilities and the enforcement of any security provided. Any acceleration of amounts due under such
facilities may also trigger cross default provisions under other facilities. During any period in which the
Company is in default, it may be unable to, or facedliffies in arranging similar facilities. The Company

may not be able to continue obtaining new loan facilities in sufficient quantities to match its business
requirements. As a result, the Comp@nsgbility to increase production or expand into new mar&ets
segments could be limited. Any of these circumstances could adversely affect the Ganipesnyess,
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44)

45)

46)

financial condition and results of operations, as well as result in an adverse effect on the price of the Equity
Shares.

The Company has incurred boowings and may not be able to meet its obligations under these debt
financing arrangementsvhich could adversely affect its business and results of operation

The Compangs ability to meet its debt service obligations and to repay its outstanding baysowith

depend primarily upon the cash flow generated by its business. There can be no assurance that the
Company will generate sufficient cash to enable it to service existing or proposed borrowings, comply with
covenants or fund other liquidity needstHé Company fails to meet its debt service obligations or is found

to be in default with any material covenants required under the financing documents, the relevant lenders
could accelerate the maturity of the Comp@mybligations. There can be no assgemthat, in the event of

any such acceleration, the Company will have sufficient resources to repay these borrowings. Failure to
meet the Compaidy obligations under the debt financing arrangements could have a material adverse
effect on the Compardy cas flows, business and results of operations.

The Company could face difficulties in accessing funds from the debt market due to past defaults by the
Promoter

The Promoter undertook an expansion plan for setting up new facilities during the yea20®9éhich

was primarily funded through high cost debt. The Promoter was unable to service this debt on time during
the years 200Q002. The Promoter undertook a credit restructuring exercise under the CDR mechanism
formulated by the RBIOn September 12, 280the CDR forum allowed the Promoter to exit from the

CDR mechanism subiject to certain terms and conditions. The Promoter exited the CDR Scheme on August
22, 2008.The Promoter has settled all dues under the CDR mechanism with respect to its lenders. The
Company, being a subsidiary of the Promoter, may be adversely affected in its effort to raise debt, due to
the corporate debt restructuring of the Promoter. Any inability on the part of the Company to raise debt
may adversely affect its business and rasoiitoperations.

The Company faces risks and uncertainties associated with the implementation of expansion projects at
its existing facilities.

The Company is implementing various expansion programmes and new projects that will increase its
production apacity. In taking these and any other such initiatives, the Company faces risks and
uncertainties, including:

. cost and time overruns which could adversely affect the Condpapgrating results;

. defects in new machinery;

. installation of machinery that it as technologically advanced as compared to its competitors;

. lack of technical support available from the Compamnendors; and

) the Company may not be able to obtain or install production equipment on time or to its

satisfaction due to unforeseen anshvoidable circumstances.

While the Company has successfully implemented major expansion projects in the past, there can be no
assurance that the Company will be able to execute any current or future expansion strategies on time or
within budget or thathe Company will achieve its objectives. Any failure to do so could adversely affect

the Compangs business, results of operations and financial condition.
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47)

48)

49)

50)

The Company is subject to risks associated with expansion into new segraextsany failure to
adequately deal with such risks could have a negative effect on the Condpdnysiness and results of
operation

The Company plans to enter new product segments through investments in product development. The costs
involved in entering and establishingeilisin new segments may be higher than expected. For example, the
Company expects to launch a new casual brand in the premium segment in the fiscal year ended March 31,
2011. The Compardy market position in its export markets will depend on its abilitycampete
effectively with larger and more recognizable competitors, implement effective marketing initiatives and
anticipate and respond to various competitive factors affecting the industry, including new products with
new features, pricing strategies égympetitors and changes in consumer preferences and general economic,
political and social conditions in the countries in which it does business. If the Coimpaogiucts are not
successful in capturing market share in any of the new product segmentssteits to enter, it could
adversely impact the Compasyresults of operations and financial condition. Furthermore, the Company
entered into an agreement with SKNL not to expand into certain market segments other than the premium
and super premium se@mts. This agreement may limit the strategic choices of the Company and may
limit future growth.

The Compangs success depends on the continuous supply and transportation of raw materials from its
suppliers to its facilities and of the Compafisy productsfrom its manufacturing facilities to its
distributors and customers, which are subject to various uncertainties and risks.

The Company depends on road transportation to deliver raw materials from its suppliers to its
manufacturing facilities as well assiproducts from its manufacturing facilities to its distributors and
customers. The Company relies on third parties to provide such services. Disruptions of road transportation
services because of weathefated problems, strikes and inadequacies irrdhd infrastructure, or other
events could impair the Compdsyability to receive raw materials and to supply its products to its
customers. Any such disruptions could materially and adversely affect the Cdmpasiness, financial
condition and resultsf operations.

Underutilisation of expanded capacities may adversely impact the Comisdinancial performance.

The Company has undertaken expansion of its production capacities based on its estimates of market
demand and profitability. In particulahe recent slowdown in the Indian and global economies may affect
demand for the Compaés/products. In the event that the Compamgstimates and expected orders do not
meet expectations due to factors including adverse economic scenarios, changesithatechanges in

fashion trends, the Compatsycapacities may not be fully utilised thereby adversely impacting its financial
performance.

The Company has capital requirements and may require additional financing in the form of debt or
equity that may notalways be obtained on satisfactory terms to meet the Comisargquirements to
pursue its expansion plans.

Sources of additional financing requirements may include commercial banks or the sale or a fresh issuance
of the Compangs equity or debt securisein private or public offerings. If the Company decides to incur
additional debt, its interest payment obligations will increase, and the Company may be subject to
additional conditions from lenders, who could place restrictions on how it operatedritssistend result in
reduced cash flows. If the Company decides to issue equity, the ownership interest of the Gompany
existing shareholders would be diluted.

The Compangs failure to obtain sufficient financing could result in a lack of cash flow tot ritge

operating and growth requirements and, therefore, could have an adverse effect on the &dmpamgss,
results of operations and financial condition.
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51) The Company faces risks associated with the launch of new braamt$ any failure to adequateldeal
with such risks could have a negative effect on the Comgarbusinesand results of operation

The Company intends to launch a new casual brand in the premium segment and may launch additional
brands in different market segments in the future. nching new brands involves a significant
commitment of monetary and other resources for advertisement, product placement, distribution and other
considerations. While the Company has successfully launched brands in the past, there can be no assurance
thatthe Company will be able to successfully launch and gain benefits from new brand launches. Any
failure to do so could adversely affect the Comg@aniusiness, results of operations and financial
condition.

52) Competition in the Comparfs markets may adversehffect its earnings.

Competition in the Compady markets is intense. Some of the Com@amompetitors have economic
resources greater than those of the Company and are well established as suppliers to the markets that the
Company serves. Quality, perfnance, service and cost are generally the principal competitive factors that

the Company faces in the markets in which it operates. To the extent the Company is unable to deal with
these and other competitive pressures effectivelyfirigsicial conditim and results of operations may be
adversely affected.

53) Statistical and financial datdrom industry publications and other third party data included the Draft
Red Herring Prospectus may be incomplete or unreliable.

The Company has not independentlyified data from industry publications and other thatty sources

and therefore cannot assure investors that they are complete or reliable. Such data may also be produced on
different bases from those used in western countries. Therefore, discussiaatsen$ relating to India, its
economy or regulatory and statutory regime, as detailed 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
unreliabk. In addition, internal company reports have not been verified by independent sources and may be
incomplete or unreliable.

54) The Company may be exposed to product liability claims that could have an adverse effect on the
Companys results of operations.

The laws of India do not require the maintenance of product liability insurance for the Cdspasiypess
operations. The Company therefore does not have product liability insurance. If the Company is found
liable for any product liability claim, it may krequired to pay substantial damages. Even if the Company

is successful in defending such a claim, the Company may have incurred substantial financial and other
resources in defending such a claim. In such circumstances, the Cdmfimaycial results wilbe
adversely affected. Depending on the outcome of any such claims, the reputation of the @mpany
licensed brands could also be adversely affected.

55) Costs associated with increased environmental regulation, compliance and changing consumer
environmentd awareness could adversely affect the Compan

Actions by central or state governments in India concerning environmental matters could result in laws or
regulations that could increase the cost of producing the products maredabtrthe Company or
otherwise adversely affect demand for its products. For example, certain governmental authorities may
adopt laws prohibiting or restricting the use or disposal of certain products that are among the types of
products produced by the @pany. If such prohibitions or restrictions were to be widely adopted, such
regulatory and environmental measures could adversely affect demand for the Gisngraduycts and
thereby have a material adverse effect upon the Company. Moreover, there caadseirance that the
Company will be able to maintain its environmental licenses and permits in order to be able to continue its
operations. Additionally, a decline in consumer preference for the Corfpampducts due to
environmental considerations colldve a material adverse effect upon the Comigaloysiness. Currently
unknown environmental problems or conditions may be discovered. If any of the Camfailities are
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shut down, the Company will continue to incur costs complying with regulatiopgakipg decisions
affecting those facilities, maintaining production if possible and continuing to pay labour and other costs.
The Compangs results of operations could, therefore, be materially and adversely affected by
environmental related risks.

External Risk Related to the Company

56)

57)

58)

59)

A slowdown in growth of the Indian or global economies could cause the Comigalnysiness to suffer.

The performance and growth of the Comp@nlyusiness is dependent on the health of the overall Indian
and global economg&and expansion plans are based on expectations of continued economic growth in
India and abroad. The Company believes demand for many of its products is correlated to the general
economic environment, which is sensitive to a number of factors outsid€ctmpanys control. The
Company is not able to predict the timing, extent and duration of the economic cycles in the markets. A
recession or a slowdown of the Indian or global economies or a deterioration in the credit markets could
have an adverse effeah the Companis results of operations and financial condition.

Further deterioration of global financial market conditions could adversely affect the Company.

Various sectors of the global financial markets began experiencing difficult conditions latitityén

2008 and have continued into 2009 and 2010. The U.S. residential mortgage market has experienced
serious disruption because of credit quality deterioration in a significant portion of loans originated,
particularly to norprime and suiprime barowers, evolving changes in the regulatory environment, a
slower residential housing market, increased costs of borrowings for mortgage participants and illiquid
credit markets. The effect of the downward cycle in the U.S. housing market is not expeictgaole

until residential inventories return to a more normal level and the mortgage credit market stabilizes.
Dramatic declines in the housing market during the prior two years, with falling home prices and increasing
foreclosures and unemployment, hawesulted in significant writelowns of asset values by financial
institutions, including governmeisponsored entities and major commercial and investment banks. These
write-downs, initially of mortgagdacked securities but spreading to credit defauldpswand other
derivative securities, have caused many financial institutions to seek additional capital, to merge with larger
and stronger institutions and, in some cases, to fail. Reflecting concern about the stability of the financial
markets generallyral the strength of counterparties, many lenders and institutional investors have reduced,
and in some cases, ceased to provide funding to borrowers including other financial institutions. These
conditions have resulted in less liquidity, greater volatitiggneral widening of credit spreads and a lack of
price transparency, all of which have adversely impacted the global financial markets. The tightening of the
credit markets has made obtaining financing more difficult for the Condpasyppliers. Further
deterioration of global financial market conditions could have an adverse effect on the Canabdity to

acquire additional debt on favourable terms or at all, and may adversely affect its results of operations and
financial condition.

Regulatory chages in the textile industry may adversely affect the Company.

There may be regulatory changes in the textile industry that could adversely affect the Company. Any
modification or withdrawal of policies that have been initiated by the Government in orgeornote

growth in the sector, including policies such as interest rate subsidies and duty/tax reimbursement schemes,
could adversely impact the profitability of textile companies in general and the Company in particular. The
Company cannot anticipate tlestent, nature or probability of such future changes and there can be no
assurance that any such changes will not have a material adverse effect on the Company.

The Compangs business may be affected by trade sanctions imposed by other countries.
The Campany may be required to comply with trade sanctions which may be imposed by countries to
which it exports its products. The Company may not be able to control the causes leading to the trade

sanctions and may not be able to rectify the circumstancesdetdirade sanctions. These trade sanctions
may have a material adverse impact on the Congsdimancial condition and results of operations.
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60) If regional hostilities, terrorist attacks or social unrest in India and South Asia increase, the Comfgny
budness could be adversely affected and the trading price of the Equity Shares could decrease.

Terrorist attacks and other acts of violence or war including those involving India, the United States or
other countries, may adversely affect the Indian anddm@de financial markets. On November 26, 2008,
terrorists staged a coordinated attack on several prominent international hotels and various other locations
in the financial centre of Mumbai. Further terrorist acts may result in a loss of business aenfiten

have other consequences that could adversely affect the Colmpasiness, prospects, financial condition

and results of operations. Increased volatility in the financial markets, including economic recession, can
have an adverse impact on the emoies of India and other countries.

In addition, South Asia has from time to time experienced instances of civil unrest and hostilities among
neighbouring countries, including between India and Pakistan. Increased tensions and hostilities and may
occur h the future and on a wider scale. Also, since 2003, there have been military hostilities and
continuing civil unrest and instability in Irag and Afghanistan. Events of this nature in the future, as well as
social and civil unrest within other countries Asia, could influence the Indian economy by disrupting
communications and making travel and transportation more difficult and could create a perception that
investments in Indian companies involve greater degrees of risk.

Further, India has also experzed social unrest, communal disturbances and riots in some parts of the
country during recent times. If such hostilities and tensions occur, it could have an adverse effect on the
Indian economy and the Compdsybusiness, future financial performance dnel trading price of the

Equity Shares.

61) Political instability and significant changes in Government policy could adversely affect economic
conditions in India generally and the Compafs/business in particular.

Changes in exchange rates and controierést rates, Government policies, taxation, social and ethnic
instability and other political and economic developments in and affecting India may have an adverse effect
on the Compar® results of operations.

India has a mixed economy with a large lpubector and an extensively regulated private sector. The role

of the Central and the State Governments in the Indian economy and the effect on producers, consumers,
service providers and regulators has remained significant over the years. The gowehawvein the past,

among other things, imposed controls on the prices of a broad range of goods and services, restricted the
ability of businesses to expand existing capacity and reduce the number of their employees, and determined
the allocation to busesses of raw materials and foreign exchange. Since 1991, successive Governments
have pursued policies of economic liberalization, including significantly relaxing restrictions in the private
sector. Nevertheless, the role of the Central and State Govaminehe Indian economy as producers,
consumers and regulators has remained significant. There can be no assurance that its past liberalization
policies or any political stability wild!/l continue
liberalization and deregulation policies could disrupt business and economic conditions in India generally
and the Comparig business in particular.

62) The Companys business and activities may be regulated by the Competition Act, 2002.

The Indian Parliamerh as enacted the Competition Act, 2002 (t
business practices having an adverse effect on competition under the auspices of the Competition
Commission of India, which (other than for certain provisions relating toetipalation of combinations)

has recently become effective. Under the Act, any arrangement, understanding or action, whether or not
formal or informal, which causes or is likely to cause an appreciable adverse effect on competition is void

and attracts subantial penalties. Any agreement which directly or indirectly determines purchase or sale

prices, limits or controls production, shares the market by way of geographical area or market or number of
customers in the market is presumed to have an appreeididese effect on competition. It is unclear as

to how the Act and the Competition Commission of India will affect industries in India; any application of
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the Act to the Company may be unfavourable and have a material effect on its results of operdtions a
financial condition.

63) Investors may have difficulty enforcing foreign judgments against the Company or its management.

The Company is incorporated under the laws of India. Many of its Directors and executive officers are
Indian residents. A substantiglortion of the Comparg assets and the assets of the Directors and
executive officers resident in India are located in India. As a result, it may be difficult for investors to effect
service of process upon the Company or such persons outside Indiszewfotoe judgments obtained
against the Company or such parties outside India.

Recognition and enforcement of foreign judgments is provided for under Section 13 of the Code of Civil
Procedur e, 1908 of 1 ndia (as aS&eetiondl8 dfthe CodehpeovidesCo d e 0)
that a foreign judgment shall be conclusive regarding any matter directly adjudicated upon except: (i)
where the judgment has not been pronounced by a court of competent jurisdiction; (ii) where the judgment
has not been gén on the merits of the case; (iii) where it appears on the face of the proceedings that the
judgment is founded on an incorrect view of international law or a refusal to recognise the law of India in
cases in which such law is applicable; (iv) whereptezeedings in which the judgment was obtained were
opposed to natural justice; (v) where the judgment has been obtained by fraud; or (vi) where the judgment
sustains a claim founded on a breach of any law in force in India. Under the Code, a coug ghatidli

upon production of any document purporting to be a certified copy of a foreign judgment presumes that the
judgment was pronounced by a court of competent jurisdiction, unless the contrary appears on record.

64) Natural calamities could adversely aftethe Indian economy, the Compads/business and the price of
the Equity Shares.

India has experienced natural calamities such as earthquakes, floods, drought and a tsunami in recent years.
The extent and severity of these natural disasters determimeirtipact on the Indian economy. For
example, the erratic progress of the monsoon season in 2009 adversely affected sowing operations for
certain crops. Further, prolonged spells of below or above normal rainfall or other natural calamities could
adverselyaffect the Indian economy and the Comp@ryusiness.

65) Changes in Government regulations such as tax regulations, FDI policies and foreign ownership of
Indian securities could adversely affect the Company.

Any change in the Governméntattitude toward&DI, Fll holdings in Indian companies, taxation aspects
related to such entities or any changes in tax regulations with respect to Indian companies could have a
material adverse effect on the price of equities in the capital markets. Also, changeggukatons could

result in an increase in the tax liability of the Company, which may adversely affect its financial results.

66) Any downgrading of Indids debt rating by an international rating agency could have a negative impact
on the Compangs business.

Any adverse revision to Indiads credit rating for
agencies may adversely impact the Comgampility to raise additional financing and the interest rates

and other commercial terms at which suchklianal financing is available. This could have an adverse

effect on the Compaily financial performance and its ability to obtain financing to fund growth on
favourable terms or at all.

67) A decline in Indiafs foreign exchange reserves may affect ligudiand interest rates in the Indian
economy, which could adversely affect the Comp@nfinancial condition.

India®s foreign exchange reserves totalled US$287.7 billion as at September 17, 2010. A decline in these
reserves could impact the valuation of theal currency and could result in reduced liquidity and higher
interest rates. This could, in turn, adversely affect the Condpdimancial condition and the market price

of its Equity Shares.
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68) Financial instability in other countries, particularly emeaying market countries, could disrupt the
Companys business and affect the price of the Equity Shares.

Al t hough economic conditions are different in each
country may have an adverse effect on the #Esinf companies in other countries including India. A loss

of investor confidence in the financial systems of other emerging markets may cause increased volatility in
Indian financial markets and the Indian economy in general. Any worldwide finanstability could also

have a negative impact on the Indian economy, including the movement of exchange rates and interest rates

in India. Any financial disruption could have an adverse effect on the Coiglnginess, future financial
performance, sharehi#rs' equity and the price of the Equity Shares.

69) Significant differences exist between Indian GAAP and other accounting principles with which investors
may be more familiar.

Financial statements included in this Draft Red Herring Prospattpagesl39to 177 are prepared in
conformity with Indian GAAP. Indian GAAP differs in certain significant respects from IFRS, U.S. GAAP
and other accounting principles and auditing standards with which prospective investors may be familiar
with in other countries. ie Company does not provide a reconciliation of these financial statements to
IFRS or U.S. GAAP or a summary of principal differences between Indian GAAP, IFRS and U.S. GAAP
relevant to its business. Furthermore, the Company has not quantified or idetitdiempact of the
differences between Indian GAAP and IFRS or between Indian GAAP and U.S. GAAP as applied to these
financial statements. As there are significant differences between Indian GAAP and IFRS and between
Indian GAAP and U.S. GAAP, there mag Bubstantial differences in the results of operations, cash flows
and financial positions discussed in this Draft Red Herring Prospectus, if the relevant financial statements
were prepared in accordance with IFRS or U.S. GAAP instead of Indian GAAPighifecant accounting

policies applied in the preparation of these financial statements are as set forth in notes to the audited
financial statements included in this Draft Red Herring Prospectus. Prospective investors should review the
accounting policiesapplied in the preparation of these financial statements, and consult their own
professional advisors for an understanding of the differences between Indian GAAP and IFRS and between
Indian GAAP and U.S. GAAP and how they might affect the financial irdion contained in this Draft

Red Herring Prospectus.

70) The Companygs failure to successfully adopt IFRS effective from April 2011 could have a material
adverse effect on the price of its Equity Shares.

ICAI, the accounting body that regulates the accogntirms in India, has announced a road map for the
adoption of, and convergence with the IFRS pursuant to which all public companies in India will be
required to prepare their annual and interim financial statements under IFRS beginning with fiscal period
commencing April 1, 2011. Because there is significant lack of clarity on the adoption of and convergence
with IFRS and there is not yet a significant body of established practice on which to draw on forming
judgments regarding its implementation and egapion, the Company has not determined with any degree

of certainty the impact that such adoption will have on its financial reporting. There can be no assurance
that the Comparé financial condition, results of operations, cash flows or changes irhsbdred e r s 6 e qui t
will not appear materially worse under IFRS than under Indian GAAP. As the Company make its transition
to IFRS reporting, it may encounter difficulties in the ongoing process of implementing and enhancing its
management information systerdoreover, there is increasing competition for the small number of IFRS
experienced accounting personnel available as more Indian companies begin to prepare IFRS financial
statements. There can be no assurance that the Co@matgption of IFRS will notdversely affect its
reported results of operations or financial condition and any failure to successfully adopt I8! by

2011 could have a material adverse effect on the price of the Equity Shares.

71) Foreign investors are subject to foreign investmeastrictions under Indian law.

Under the foreign exchange regulations currently in force in India, transfers of shares between non
residents and residents are freely permitted (subject to certain exceptions) if they comply with the pricing
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guidelines andeporting requirements specified by the RBI. If the transfer of shares is not in compliance
with such pricing guidelines or reporting requirements or fall under any of the exceptions, then the prior
approval of the RBI will be required. Additionally, skhpblders who seek to convert the Rupee proceeds
from a sale of shares in India into foreign currency and repatriate that foreign currency from India will
require a no objection or a tax clearance certificate from the income tax authority. The Company canno
assure you that any required approval from the RBI or any other Government agency can be obtained on
any particular terms or at all. For details, please see the séRastrictions on Foreign Ownership of
Indian Securitie3beginning on the pad&h9of this Draft Red Herring Prospectus.

Currency exchange rate fluctuations may affect the value of the Equity Shares.

The exchange rate between the Rupee and other foreign currencies, including the U.S. Dollar, the British
Pound, the Euro, the Emirati Dam, the Hong Kong Dollar, the Singapore Dollar and the Japanese Yen,
has changed substantially in recent years and may fluctuate substantially in the future. If the investor
purchases Rupees to purchase the Equity Shares, fluctuations in the exchabgévese the foreign
currency with which the investor purchased the Rupees may affect the value of the aveststment in

the Equity Shares. Specifically, if there is a change in relative value of the Rupee to a foreign currency,
each of the following/alues will also be affected:

. the foreign currency equivalent of the Rupee trading price of the Equity Shares in India;

. the foreign currency equivalent of the proceeds that the investor would receive upon the sale in
India of any of the Equity Shares)a

. the foreign currency equivalent of cash dividends, if any, on the Equity Shares, which will be paid
only in Rupees.

The investor may be unable to convert Rupee proceeds into a foreign currency of its choice or the rate at
which any such conversion ddwccur could fluctuate. In addition, the Compéngnarket valuation could

be seriously harmed by the devaluation of the Rupee if investors in jurisdictions outside India analyze the
Companys value based on the Rupee equivalent of such other currendheafidancial condition and

results of operations of the Company converted into such foreign currency.

Investors in the Equity Shares may be restricted in their ability to exercisegmngtive rights under
Indian law and may be diluted in their ownershjposition of the Company.

Investors in the Equity Shares may be restricted in their ability to exercisamptéve rights under Indian

law and may be diluted in their ownership position of the Company. Under the Companies Act, 1956, a
company incorporatein India must offer its holders of equity shares-@mptive rights to subscribe and

pay for a proportionate number of equity shares to maintain their existing ownership percentages before the
issuance of any new equity shares, unless theprive ridits have been waived by adoption of a special
resolution by holders of thrdeurths of the equity shares which are voted on the resolution or unless such
Company has obtained Government approval to issue equity shares without such rights. Moreover, if the
l aw of the jurisdiction of an i nvest camptideaighs not
without the company filing an offering document or registration statement with the applicable authority of
such jurisdiction, such investor will b@able to exercise its prmptive rights unless the Company makes
such a filing. To the extent that investors are unable to exercisanptve rights granted in respect of the
Equity Shares, their proportional interest in the Company may be reduced.

Trade deficits could have a negative effect on the Com@aryusiness and the trading price of the
Equity Shares

India®s trade relationships with other countries can influence Indian economic conditions. @ lindde

deficit increase or become unmanabjle, the Indian economy, and consequently the Condpdouginess,
future financial performance and the trading price of the Equity Shares could be adversely affected.
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An outbreak of an infectious disease or any other serious public health concernssia Ar elsewhere
could have a material adverse effect on the Company

The outbreak of an infectious disease in Asia or elsewhere or any other serious public health concern such
as swine influenza around the world coblave a negative impact on economies, financial markets and
business activities worldwide, which could have a material adverse effect on the C&npasipess.
Although the Company has not been adversely affected by such outbreaks, there can be e #saugan

future outbreak of an infectious disease or any other serious public health concern will not have a material
adverse effect on its business.

Risks Related to the Issue

76)

77)

78)

79)

The price of the Equity Shares may be volatile, and investors may be unabtesell their Equity Shares
at or above the Issue Price, or at all.

There has been no public market for the Equity Shares, and an active trading market on the Stock
Exchanges may not develop or be sustained after the Issue. The Issue Price of th&Hagestynay bear

no relationship to the market price of the Equity Shares after the Issue. The market price of the Equity
Shares after the Issue may be subject to significant fluctuations in response to, among other factors,
variations in the Compafy opeating results, market conditions specific to the textile industry in India,
developments relating to India and volatility in the BSE and the NSE and securities markets elsewhere in
the world.

Investors will not be able to sell immediately on an Indianak exchange any of the Equity Shares they
purchase in the Issue until the Issue receives the appropriate trading approvals.

The Equity Shares will be listed on the NSE and the BSE. Pursuant to Indian regulations, certain actions

must be completed befoteh e Equity Shares can be |isted and trze
entry, or fAdemat o, accounts with depository partic
working days of the date on which the basis of allotment is approved by hNbSEhea BSE. Thereafter,

upon receipt of final approval from the NSE and the BSE, trading in the Equity Shares is expected to
commence withinl2 Working Days from the Bid/lssue Closing Dafehe Company cannot assure
investors that the Equity Shareswilbe edi t ed t o i nvestorsdé6 demat accou
Shares will commence, within the time periods specified above. Any delay in obtaining the approvals

would restrict the investés ability to sell the Equity Shares.

There can be no assance that the Compar® securities will continue to be listed on the Stock
Exchanges.

Pursuant to the listing of the Compd@gsecurities on the Stock Exchanges, the Company shall be required
to comply with certain regulations and/or guidelines as pitestrby SEBI and the Stock Exchanges.
However, in the event that the Company fails to comply with any of the aforesaid regulations and/or
guidelines, the Company cannot warrant that its securities will continue to be listed on the Stock
Exchanges.

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

The price at which the Equity Shares will trade after this Isslidbeiidetermined by the marketplace and
may be influenced by many factors, including

) the Compangs financial results and the financial results of the companies in the businesses it
operates in;
. the history of, and the prospects for, the Com@amusines and the sectors and industries in

XXXIV



80)

81)

which it competes;

. the valuation of publicly traded companies that are engaged in business activities similar to the
Companys;
) significant developments in Indimeconomic liberalisation and deregulation policies.

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

Any future issuance of Equity Shares by the Company may dilute an invéstehareholding and
adversely affect the trading price of the Equity Shares.

Any future issuance of Equity Shares by the Company may dilute an inest@reholding, adversely

affect the trading price of the Equity Shares and the Condpahyjlity to raise capital through an issue of
securities. In addition, any perception by investibi@t such issuances or sales might occur could also
affect the trading price of the Equity Shares. Additionally the disposal, pledge or encumbrance of the
Equity Shares by any of the Compénynajor shareholders, or the perception that such transactepns m
occur may affect the trading price of the Equity Shares. No assurance may be given that the Company will
not issue Equity Shares or that such shareholders will not dispose of, pledge or encumber their Equity
Shares in the future.

Also, under the Securii es Contract (Regul ati on) Rul es, 1957, a
required to maintain public shareholding of at least 25% of their issued share capital. Pursuant to the
Securities Contracts (Regulation) (Amendment) Rules, 2010, notifiddira 4, 2010 and the notification

of the Ministry of Finance, Government of India dated August 9, 2010, the SCRR were amended to define
Opublic shareholdingd to refer to persons other t
subsidiaries and asdates, and excluding shares held by a custodian against which depository receipts

have been issued overseas. Companies, such as ours, whose post issue paid up Equity Share capital would

be more tharRs. 40,000 million, are allowed to list with a less thaB% but more than 10% public
shareholding on the condition that the public shareholding shall be increased to 25% within three years
from the date of I|isting of the Companyés Equity S
the minimum public kareholding provision would require a listed company to delist its shares and may

result in penal action being taken against the listed company pursuant to the SEBI Act. This may require

the Company to issue additional Equity Shares or require the ProaroRromoter Group to sell their

Equity Shares, which may adversely affect the Comigimgding price.

Investors may be subject to Indian taxes arising out of capital gains.

Under current Indian tax laws and regulations, capital gains arising fronaldhefsequity 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 Securities
Transaction TaX ASTTO0) has been paid on the transaction.
domestic stock exchange on which the equity shares are sold. Any gain realized on the sale of equity shares
in an Indian company held for more than 12 months which aretsad Indian resident other than on a
recognized stock exchange and on which no STT has been paid, will be subject to long term capital gains
tax in India. Any gain realized on the sale of listed equity shares held for a period of 12 months or less will

be subject to short term capital gains tax in India. Capital gains arising from the sale of the Equity Shares
will be exempt from taxation in India in cases where the exemption from taxation in India is provided
under a treaty between India and the counfryhich the seller is resident. Generally, Indian tax treaties

do not | imit I ndiads ability to impose tax on capi
liable for tax in India as well as in their own jurisdiction on a gain upon tleeadahe Equity Shares. In

addition, changes in the terms of tax treaties or in their interpretation, as a result of renegotiations or
otherwise, may affect the tax treatment of capital gains arising from a sale of Equity Shares.
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There may be less infonation available on the Company in Indian securities markets than in securities
markets in developed countries.

There is a difference between the level of regulation and monitoring of the Indian securities markets and
the activities of investors, brokeasd other participants and that of markets in the European Union, the
United States and other developed economies. SEBI is responsible for approving disclosure and other
regulatory standards for the Indian securities markets. SEBI has issued regulatoggideiines on
disclosure requirements, insider trading and other matters. There may, however, be less publicly available
information about Indian companies than is regularly made available by public companies in developed
economies. Consequently, an istraent in an Indian company, such as the Company, may be riskier than
an investment in a European or American company if investors assume that Indian markets are subject to
the same level of regulation and make available the same level of informatiorstesnVearkets.

A third party could be prevented from acquiring control of the Company because of-takéover
provisions under Indian law.

There are provisions in Indian law that may delay, deter or prevent a future takeover or change in control of
the Company. 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. Althduthese provisions have been formulated to ensure that
interests of investors/shareholders are protected, these provisions may also discourage a third party from
attempting to take control of the Company. Consequently, even if a potential takeover a@inpang

would result in the purchase of the Equity Shares at a premium to their market price or would otherwise be
beneficial to its shareholders, such a takeover may not be attempted or consummated because of Indian
takeover regulations.

Volatile conditins in the Indian securities market may affect the price or liquidity of the Equity Shares.

The Indian securities markets are smaller and can be more volatile than securities markets in more
developed economies. The Indian stock exchanges have in thexpasenced substantial fluctuations in
the prices of listed securities.

There are restrictions on daily movements in the price of the Equity Shares, which may adversely affect
a shareholdegs ability to sell, or the price at which it can sell the Equiares.

The Equity Shares may be subject to a dadycuit breaked imposed by all stock exchanges in India,

which does not allow transactions beyond specified increases or decreases in the price of the Equity Shares.
This circuit breaker operates imEndently of the indebased marketvide circuit breakers generally
imposed by SEBI on Indian stock exchanges. The percentage limit on the circuit breakers is set by the stock
exchanges based on the historical volatility in the price and trading volurie d&quity Shares. This

circuit breaker limits the upward and downward movements in the price of the Equity Shares. As a result of
this circuit breaker, no assurance may be given regarding your ability to sell your Equity Shares or the price
at which you may be able to sell your Equity Shares at any particular time.

The Company does not have a fixed dividend policy and the dividends paid out in the past are not an
indication of the Compangs dividend policy in the future.

The Company does not have a fixéividend policy and the dividends paid out in the past are not an
indication of its dividend policy in the future. The Compéngbility to declare dividends in relation to its
Equity Shares will also depend on the Comparyture financial performancehich, in turn, depends on

the successful implementation of its strategy and on financial, competitive, regulatory, and other factors,
general economic conditions, demand and fares, costs of materials and other factors specific to the textile
industry, manyof which are beyond the Compagaycontrol. Volatile conditions in the Indian securities
market may affect the price or liquidity of the Equity Shares.
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Prominent Notes

1. The Company was incorporated on April 19, 2000. For details, please see the séetidghlistory and
Certain Corporate M83bftths DmfoRedHegingPmspeciys. on page

2. The average cost of acquisition of Equity Sharetheyromoter is Rs4 per Equity Share

3. Public Issue of O6Hquity Shares for cash at a priceRs.[ Opkr Equity Share (including a share premium

of Rs. [ 6] per Equity Share) aggregating to Rs. [ 6]
aggregating up to Rs. 5,000 millieand an Offer for sale 011,964,218 Equity Shares by S. Kara

Nationwide Limited an®,991,055Equity Shares by Indivest Pteéd. The Issuealsoincludes a reservation

ofupt o [ 0] Equity Shares of Rs. 10 each aggThegating
Issue will constitutd &4 of the fully dluted post issue paid up equity capital of the Compdimg Net

|l ssue wil |l c 0 n s {ssuk patd ap Equity Shareochpital di the Coroparty.
4. The Companydés net worth al4,0542tmiliGhe pt ember 30, 2010 wa
5. The net asset valuepEquity Share was R§04.4as at September 30, 2010 as pe

financial statements.

6. For details of related party transactions entered into by the Company, please see the section titled
AFinanci al St at e md3pof this DrafteRgdi Herring Rrgspeatns p a g e

7. There has been no financing arrangement whereby the Promoter Group, the directors of the Promoter, the
Directors and their relatives have financed the purchase by any other person of securities of the Company
other tlan in normal course of the business of the financing entity during the period of six months
immediately preceding the date of filing of the Draft Red Herring Prospectus.

8. The Promoter is interested in the Company by virtue of its shareholding in the GorBesfiCapital
Structur®, iManagemeriton page25 and 106 of the Draft Red Herring Prospectusor further details in
relation to the interest of the Promoter, please see séftimmotera n d P r o mo brepagel&lrofo u p 0
the Draft Red Herring Prospesst

9. Investors may contact the GCBRLMs and BRLMs for complaints, information or clarifications pertaining
to the Issue.
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SECTION llI: INTRODUCTION
SUMMARY OF INDUSTRY

In 2009, world apparel production stood at US$140 billion, with 71% of producticouated for by Asian
countries. The developed nations/regions such as US and European fiidh dccounted for 11% and 14% of
global production respectively. Being a matured industry, growth rate of the Global Textile and Apparel industry is
in sync withthe growth rate in global GDP. Of the total apparel retail market valued at approximately US$500
billion in 2009, the developed nations/regions like US and EU accounted for 33% and 30% respectively.

The Indian textile and apparel industry is estimate@ByRE Research to be worth Rs. 2,700 billion in fiscal year

2010. It has been estimated on the basis of industry interactions. Approximately 65% of the total textile and apparel
production (wholesale price | eve ltektiles aad appanmelcensumationdso me st i
estimated by CARE Research at Rs. 1,750 billion (wholepaiee level), of which apparels account for
approximately 71%. India exported US$20 billion worth of textiles and apparel of which 45% are apparel exports.

Thetextile and apparel industry is one of the largest and the most important se¢t@rdndian economy in terms

of out put, foreign exchange earnings and employment.
production, 4% to the couniyGDPand 17% to the countryds export earnin
over 35 million people and is the second largest provider of employment after the agricultural sector. Thus the
development of this sector has an overall impact on the economyndiha textile and apparel industry contributes
approximately 4% to the global textile and apparel mafece the textilendustryhas suckeconomic importange

it has always attraetl the Governmeids attention. Therefore, the Government has introdiy#icies such as the

Technology Upgradation Fund Schenié JFSo) Scheme for I ntegrated Textile P
high import duty (to discourage imports) and National Textile Paticyevelopthe textile sector.

Indian Apparel Industry

CARE Research estimates (based on industry interactioaighe Indian apparel market grew at a CAGR of 6.5%

from Rs. 1,225 billion in fiscal year 2005 to Rs. 1,675 billion in fiscal year 2010 (wholesale level). The Indian
apparel market comprises dortiegpparel consumption and exports. The domestic market is estimated to be worth
Rs. 1,250 billion in fiscal year 2010 (at wholesale lev8fjending on dmestic retaibpparelhas grown at a high

rate of approximately 134%. The apparel market size hetretail level is estimated by CARE Research at Rs.
2,000 hillion in fiscal year 2010. According to CARE Research, the retail purchases on apparels is expected to
double to approximately R4,000 billion by fiscal year 2015, a CAGR of approximately 15%ctors expected to
contribute to the growth of the Indian apparel industry include:

a Rising levels of disposable income;

a Growing preference for reagp-wear apparels;

a Increasing penetration of organised retail;

a Changing consumer habits;

a Increasing end towards urbanization; and

u A comparatively younger populace.

Menswear

According to CARE Research, mends apparel is the I arge

estimates its approximate value at Rs. 519 billion in fiscal year 20d@xpects itto grow at a CAGR of 6.8% to
Rs. 720 billion by fiscal year 2015. Thearketpenetration of organised manufacturers and brangie#atesin this
segment of the domestic apparel market. Shirts, trousers and suits contribute almost The?8omestic apparel
market and are expected to maintain their market share in future-shir¢ tharket is expected to experience the



highest growth over the nefive y ear s . Ot her mends garments include
woollens ad dhotis/lungisMensware brands have the highest briaydlty factorin the apparel markeespecially
in the premium and super premium segraent

Worsted Fabrics

Worsted fabric is a blended form of fabric in which one of the components is wool. Theambe blended with
both, manmade or cotton fibarto form a worsted fabric.

According to CARE Research estimates based on industry interactions, 45 million meters of worsted fabric was
produced in fiscal year 2009. Therasbeen minimalgrowth over the past five years. The industry is expected to
produce approximately 52 million meters of worsted fabric in fiscal year Z0itdregrowth can be attributed to

the rising income levels, reducing price gap of competing fabrics and increasing preferemoelfblended fabric

among Indian consumers due to its grace and style. The average price for worsted &dmioxsnately Rs. 450

per meter. Worsted fabrics are uggoharily in the premium, super premium and luxury segmérie industry has

a totd installed capacity 00.604 million spindles as of 2009. Major players in the worsted fabric business are
Raymond, Reid and Taylobigjam, Dineshand Vimal. Though Raymond is the market leader in the worsted fabric
business, Reid and Taylor has manaigeiticrease its market share over the last few years.

U.S. Apparel Market

The U.S. apparel industry is large and mature. It is characterized by slow volume growth. Its per capita consumption
stands at 35 metedd textile per annum. As per the U.S. Cead®tureau, apparel production has declined at a sharp
pace during the last three years. It stood &%& billionin 2009. A gradual increase in imports has substituted for

the high cost domestic production. Currently, 90% o&fiparel consumption (by lome) is met through imports.

As per the office of textiles commissioner, U.S. apparel imports were woi$63J5 billionin 2009. SoutfEast

Asian countries are the key exporters of apparels to the U.S. The shift of apparel manufacturing from western
courtries to eastern nations can be attributed to the abolition of quotas in 2005 thereby leading to a gradual increase
in exports from relatively cheaper Asian, Latin American and other countries to the western nations.

CcC a:



SUMMARY OF BUSINESS
Overview

The Company is a vertically integrated, premium clothing provider and fashion company, which manufactures and
sells the internationally recognized |icensed brands ¢
target the premium and super premisegments of the Indian fabric and reddywear garment markets.

The Companyds f 1l ags hiwpsfdundedrindScotlalndRie 1889 bywedver Ylexamddér Reid and
financier Joseph Tayl or. Si nce t haforcreatimgefine wodliem claihRei d &
The customers of Rei d & T a&nyolofasiho branddbRé icd & nTdwlder & elvaes
wi dely recognized brand in India and received009.he tit]l
The Company licenses the brand in India and certain other countries under a license agreement signed in July 2008,
which became retroactively effective from January 1, 2|
& Tayloi@Gelmsandglreemédithe &€eehBes iAg O®obtiecDnaft Rell Horimg p a g e
Prospectus. The Company has expanded the brand beyond the textile #tm1@ady garments.

The 6Stephens Brotherso6 br an Austin ReedlLintited UK. {Tleedprand Brasifisti s h b r
established in Great Britain in 1919 and has since become recognized for fine English style clothing for men and
women.The Company entered int license agreement (through a novation agreement and guara@ew®lier

2008) with Austin Reed Limited for wuse of the O0Stephe
manufacture its products for a term of five years from September 1, 2006 to December 31, 2011, which can be
renewed for a further period fiffe yearsFor f urt her details on the O6Stephens
see ABiuTshienelsiscense Ag BGokthiseDmaft Red Heoring Ppoapgotus.

The Companybs brands target speci fitcsoastoecaorplimantanérptment s

compete with one another. The OReid & Taylord brand co
all-wool and wool polyester blended suitings, which cater to the premium and super premium markets, as well as
ready-towear gar ments that focus on the for mal wear part o

super premium segment and sp-owieali $®s mah mwemds Bod hwao i
and O0Stephens Bpattheoto6tbealdmpangds fATot al War drobe
SKNL in 2004. This concept was conceived to provide customers with clothing solutions from beltséosand

shirts, al |l under the same brand A&amaybonddabrahd bame!
extended from fabrics to readg-wear garments in order to leverage its existing brand equity and thereby
optimizing brand building costs. In addition, the Company intends to launch its first Commywaey brand irthe

fourth quarter of fiscal 2011. This new brand wil/ s e
segment. The Company believes this targeted approach gives it a distinct advantage over its competitors.

The Company uses a mix of muitiand outlets and exclusive brand outlets to distribute its products across a broad
geographic area. Through its relationship with Brandh
increase the number of BHREased exclusive brand outlets in thamtrm. In addition, the Company intends to
supplement this model with Compalgased exclusive brand outlets. The new Compeaged exclusive brand
outlets wil/l be managed by BHRL, thereby allowing th
expeience while capturing a greater share of the product margins.

In the fiscal year ended March 31, 2010, CARE Research estimates that the Company captured a market share of

approximately 7.5% in the premium suiting segment and 24% of the worsted fabrids ma . The Companybo
and services charges for the fiscal years ended March 31, 2009 and 2010 and the six month period ended September
30, 2010 were Rs. 6,526.0 million, Rs . 9,849.4 millio

EBITDA for the fiscal years ended March 31, 2009 and 2010 and the six month period ended September 30, 2010
were Rs2,196.4million, Rs.3,242.2million and Rs1,894.8million, respectively.

Strengths

The Company believes its principal strengths consist diotle@ving:



Presence in the highest growth segments

The Companyés brands are present in the highest gr owt
premium segmentgccording to CARE Research, the combined market share of these two segmshtdsand

trousers is expected to increase from 13.0% and 23.9%, respectively, in 2010 to 14.8% and 28.0%, respectively, by
2015, while the market share for suits is expected to grow from 10.5% in 2009 to 11.2% b 2. in these
segments is drivetby an i ncreasing proportion of I ndi ads wor Ki
consciousness afhe Cgnpanynalko lzelieges thad thet increasing affluence of the Indian middle

class will be characterised by material social awareness@mpetition, resulting in premium and super premium

brands being viewed as symbols of wealth and stétsisa result, these two segments are expected to see greater

growth in the medium term as compared to the economy angbniciel market segments. The@@pany believes it

is well-positioned to take advantage of the high growth rates expected from these market segments.

Established brands and market positioning

The Companyod6s existing brands are well e&staBéeidhé&dTapwgl
received the title of ASuperbrandd from the Economic T
pointsé Rei d & Taylord6 in the premium segment and O6Stephen

soontobelanched brand in the casual premium segment . The
Taylord brand f r domvedr gabmerit segmertt m ortlehte leverage dsyexisting brand equity and
thereby optimize brand buildingcostsRe i dy& oT 6 has been endorsed by I ndian

The Company maintains an aggressive grewvibnted advertising and brand building strategy. The Company's
branding strategy has been an esseanyengabesiea b mufszeted of t hi
branding strategy that includes celebrity endorsements
Best 6. The Company believes that associating iants O6Rei d
credibility and brand recognition. The Company attempts to make the brand highly identifiable through the use of
unique graphics and colour schemes. The Company engages in high impact advertising through national television,

daily newspapers and magaes in all major languages. In addition, the Company promotes the visibility of its

ORei d & Tayloré brand through advertising at widely fol

Strong distribution network

The Company believes it has artensive distribution network that includes wholesale dealers and retail outlets

spread across India. The Company is a supplier of premium and super premium textiles to certain major corporates

in India. BHRL operates a nationwide network of exclusiventta out | et s t hat mar ket and
products under a franchise agreemémthe fiscal years ended March 31, 2009 and 2010 and the six month period

ended September 30, 2010, sales to BHRL represented 39.9%, 37.2% and 29.6%, respectivelypainthea ny 6 s

total salesThe Company believes BHRLO&6s exclusive bamd outl e
di stribution network and have helped to create a geogr
products to reachectain areas of India that have historically been underserved by the retail clothing industry. In
addition, the Company intends to supplement this model with Cordpasgd exclusive brand outlets that will be

managed by BHRL. The Company is also explotnge possi bility of taking advant
North American distribution network to introduce its brands into the North American market in the future.

Vertically integrated operations

The Company maintains a vertically integrated busimesdel which is responsible for managing the key supply
chain functions from theme and product design (for rdaeyear), sourcing of raw materials and merchandising,
outsourcing the production of certain types of clothing products and product paidal assembly and finishing of
product parts, to marketing and promotion, and sales and distribution of its products. This provides the Company
with significant operational flexibility, direct access to end customers and a greater ability to controtacaess
materials and product parts as well as the cost, quality and delivery time of such raw materials and product parts.



High-quality fabric provider with significant manufacturing capabilities

The Company has established a manufacturing infrasteuthat is vertically integrated, giving the Company a

presence in the entire value chain, from yarn spinning to feadgar garments. The Company has made
significant investments in technology and equipment at its manufacturing facility in Mysore. ipa@obelieves

its manufacturing facility in Mysore is fully integrated and automated. These modern production facilities enable the
Company to provide a wider variety of designs and better quality products. The Company routinely upgrades its
existingfaci i ti es in an effort to employ the most productive
Mysore facility is 1ISO 9001 quality management certified. The Company also plans to expand its overall
manufacturing capacity through the establishmdra aewsuit stitchingfactory in Bengaluruto meet increased

demand for its products as well as to possibly cater t
manufacturing processes and automation are supplemented by labour cost edvami@gent to Indian
manufacturing and all ows the Company to maintain cost

integrated manufacturing operations help to ensure tha
stardards. The Company believes its vertically integrated manufacturing model gives it a significant competitive
advantage.

Effective outsourcing model

The Company has adopted a business model of partnering with other manufacturers to outsource cetseof aspec

its production while focussing on branding and marketing. This enables the Company to take advantage of excess
production capacity in the industry without incurring the large capital expenditure necessaryhfmrsén
production.The Company has hatically relied on outsourcing certain products related to polystteose fabrics

and the readyo-wear garments because converters may be contracted at competitive rates without affecting the
quality of the productsAs part of this strategy, the Compaprovides its outsourcing converters with the design
specifications and oversees all aspects of quality control througiteopersonnel and periodic quality audits. As
demand fluctuates, the Company believes its outsourcing model allows it to inmreksgease its production in a

timely and cost efficient mannehs demand for the Companyds products gro
additional outsourcing opportunities in order to continue to operate at flexible production levels. The Company ma
seek to add outsourcing partners if it believes it can maintain consistency in the quality of the output through in
house quality control initiatives. The Company believes that its outsourcing aitmbes the Company to focus on

its core competencies @érhigher valueadded processes in order to maximise operational efficiency and product
quality, and improve margins by reducing its cost base and capital at risk.

Strong shareholder support

The Companydés promoter, S K N L manifaturiogncempanies. This delateorislsip | e a d i
allows the Company to draw on the extensive business network -aegtim business knowledge, relationships and
expertise of SKNL as wel/l as to use SKNLO6s p@Syl of ex

through its affiliate Indivest Pte Ltd, became a shareholder of the Company in 2008, providing the Company with
the financial strength it needs to grow its business in the future.

Experienced management team

The Company believes that its qualifiadd experienced management team has contributed to the growth of its
brand i mage and competitiveness. The Companyds manage
experience in the textil e i ndandHExecytie DifédtoeNiti@ Kaslival,rhgsé s Man a
32 years of experience in the textile indusffjie management team hasrked together to implement several
successful business initiatives and are responsible fo
plans. The management team is supported by an experienced and technically qualified execution team that includes
brand managers focused on developing each of the Comp
market experience and knowledge thathtand managers possess has been, and will continue to be, an integral part

of the Companybés ability to promote synergies both wit
the Companyédés overall success.
Strategy



Launch new brands in the ggmium market segment

In the fourth quarter of fiscal year 2011, the Company intends to launch its first Compaag brand. The new
brand wil. include casual mends wear targeted at th
Companyrbsprodrhieum mar ket brand, O0Rei d & Tayl or o, whi c
brand. The brand will targébe 21 to 40 yeaold age groumnd will be promoted with a focused media campaign

that will include leading newspaper dailies, magag and hoardings. The Company intends to sell this new brand
through traditional multi outlet stores as well as BHRL and Comypeesed exclusive brand outlets. The Company

will continue to explore other expansion opportunities by launching new Corguarsd brands or by licensing
additional international brands for the Indian market.

e
h

Optimize the Companyés mix efandeutletss usi ve brand outlets

The Company has, in the past, primarily relied on rhrkind outlets to account for the mafy of its domestic

sales. With rising per capita incomes and as Indian consumers develop more sophisticated tastes, the Company
believes exclusive brand outlets will play a more prominent role in the Indian retail market. The Company believes

it has bea at the forefront of the exclusive brand outlet model through its relationship with BHRL. The Company
intends to work with BHRL in order to increase the number of BH#RIsed exclusive brand outlets in the near

term. In addition, the Company intends t@glement this model with Compatgased exclusive brand outlets that

wi || be managed by BHRL. The Company i dbraead)3Doutlétsdorset up
the O60Stephens Brothersdé brand apraniu® brand duting istakyeaf 2012. t he C
For detail s, pl ease see t he 3%o0fthis DratrRediHerirg € wdpectubbef the |

Company believes the expansion of its exclusive brand outlet model will complement its already sttishganull
outl et network by allowing the Company to capture a gr
retailing expertise.

Leverage synergies with SKNL®&s international operation:

The Company believes that it is in a strong positiofet@rage the existing synergies with SKNL to expand its
customer base and sal es r e v eassete oHarWiarkGorpoBakoN US¥e Natle q ui s i t i
America as wel |l as the signing of a | i censeeromsing ee ment
opportunities for it to supply high quality textile p
Company believes that the existing North American distribution network of HMX LLC provides the Company with

a platform throughwhich it could supply fabric and garments for use in HMX LLC brands. Similarly, the Company

believes that with rising income levels in India coupled with a more sophisticated taste in fashion, there is an
opportunity to launch several of the premiumandsser premi um HMX LLC brands in I nd
well established pamdian distribution network. As production quality continues to improve within India and as

high quality apparel and textile customers are increasingly willing to accept odanufactured in India, SKNL

may seek to shift a portion of its North American prod
facilities in India.

Increase production capacity to cater to growing domestic and international demand ddchaw brands

Management has formulated a cohesive business strategy for growing its business and capitalizing on the significant
opportunities available in the growing domestic and international textile markets. In line with its continuing growth
stratey, the Company has undertaken two major growth plans. The first, which was achieved in 2009, was the
expansion of its weaving and spinning capacity at its Mysore facility from 4.8 million meters per annum of fabric to
8.4 million meters per annum to cater both the domestic and international markets for premium and super
premium textiles. The Company believes this expansion has provided it with the capacity it needs to meet the
expected increase in demand for premium suiting fabrics. The Company imefualthér strengthen this facility

and debottleneck the production process by adding balancing equipment for dyeing, finishing and processing as
well as purchase additional machinery. The second is the establishment of a new facility for designing and
producing suits inBengalury which is set to be completed in fiscal year 2011. The new facility is expected to
produce higgual i t y me n 6 s-to-weartgarments, such as gaekets; saitd trousers. The total cost
estimated for setting up the newanufacturing unit is R$%45.7million. The Company also intends to work with



SKNL to find opportunities for the Company to source S
Bengalurufacility.



SUMMARY FINANCIAL INFORMATION

The followingtables set forttsummary financial information derived from the audited restated financial statements

as of and for the nine months period en&egitembeB0, 2010 and the year ended March 31, 2008, 2009 and 2010.
Thesummary statement of restated asseid liabilities derived from the audited restated financial stateméats

been provideds of and for the nine montperiodended September 30, 2010 and the year ended March 31, 2006,

2007 2008, 2009 and 201These financial statements have been preghdn accordance with Indian GAAP, the
Companies Act and the SEBI Regul ations and pi3#8dented u
this Draft Red Herring Prospectus. The summary financial information presented below should be read in
conjnction with the restated financi al statement s, t he |
AiManagement 6s Discussion and Analysis of Fi7B8af thisi al Cor

Draft Red Herring Prospectus.

SUMMARY STATEMENT OF RESTATED ASSETS AND LIABILITIES

(Rs. in Millions)
Sr. Particulars As at
No. 30 31- 31- 31-Mar - 31- 31-
Sepl0 Mar-10 Mar -09 08 Mar -07 | Mar-06
A. Fixed Assets
Gross Block 1,193.66 1,159.43| 1,134.63 785.64 - -
Less: DepreciationAmortisation 350.76 309.48 225.87 69.47 - -
Net Block 842.90 849.95 908.76 716.17 - -
Less: Revaluation Reserve - - - - - -
Net Block after adjustment for 842.90 849.95 908.76 716.17 - -
Revaluation Reserve
Capital Wak- in- Progress 2,248.44| 2,186.65 586.31 129.86 - -
(including Capital Advances)
3,091.34| 3,036.60| 1,495.07 846.03 - -
B. Investments 0.01 0.01 0.01 - - -
C. Deferred Tax Assets - - 1.10 6.23 - -
D. Current Assets, Loans and
Advances
Inventories 3,438.97| 2,848.03| 1,584.85 969.37 - -
Receivables 5,377.92| 4,863.52| 2,927.97| 1,908.87 - -
Cash & bank balances 617.21 701.30 600.62 27.81 0.01 0.01
Loans and advances 9,934.24| 8,365.84| 6,852.03 954.50 0.48 0.48
Total Current Assets 19,368.34| 16,778.69| 11,965.47| 3,860.55 0.49 0.49
E. Liabilities & Provisions
Secured loans 4,834,54| 4,239.28| 2,221.23| 3,333.40 - -
Unsecured loans - - - - - -
Deferred Tax Liabilities 16.18 15.25 - - - -
Current Liabilities 952.39 621.62 595.15 517.04 0.05 0.05
Provisions 2,602.39| 2,027.61 890.74 193.19 - -
Total Liabilities & Provisions 8,405.50| 6,903.76| 3,707.12| 4,043.63 0.05 0.05
E. Net Worth (A+B+C+D-E) 14,054.19| 12,911.54| 9,754.53 669.18 0.44 0.44
Represented by:




Sr. Particulars As at
No. 30 31- 31 31-Mar - 31- 31-
Sepl0 Mar-10 Mar -09 08 Mar -07 | Mar-06
SHAREHOLDERS FUNDS
Share Capital 1,345.97 538.39 520.35 400.50 0.50 0.50
Share Application Money - - - - - -
RESERVES & SURPLUS 12,708.22| 12,373.15| 9,234.18 268.68 - -
Less: Revaluation Reserve - - - - - -
Reserves (Net of Revaluation 12,708.22| 12,373.15| 9,234.18 268.68 - -
Reserve)
Less: Miscellaneous Expenditure - - - - 0.06 0.06
not written off
12,708.22| 12,373.15] 9,234.18 268.68| (0.06) (0.06)
Net Worth 14,054.19| 12,911.54| 9,754.53 669.18 0.44 0.44




SUMMARY STATEMENT OF RESTATED PROFIT AND LOSS

(Rs. in Millions)
Particulars For the Financial Year ended
30 31- 31-Mar- | 31-Mar-
Sepl0 | Mar-10 09 08

INCOME
Income from Operations

- Fabrics 4,338.48| 7,613.56| 5,296.86| 1,209.56

- Garments 1,327.03| 2,235.82| 1,229.17 219.68
Total Income from Operations 5,665.51| 9,849.38| 6,526.03| 1,429.24
Other income 220.99 562.85 388.57 8.08
Increase / (decrease) in Inventories 436.99| 1,089.84 219.21 (73.54)
Total Income (A) 6,323.49| 11,502.07] 7,133.81| 1,363.78
EXPENDITURE
Raw Materials Consumed 3,302.84| 6,059.35| 2,996.17 497.96
Manufacturing Expenses 298.82 470.73 429.41 99.41
Payment to & Provision for Employees 185.59 321.27 281.79 48.38
Administrative Expenses 81.05 133.34 124.27 29.23
Selling and Distribution Expenses 339.41 711.21 717.20 120.67
Restructured Financial Costs Amortisedist&llaneous 10.99 21.98 10.99 1.99
Expenditure written off
Interest and Finance Charges 356.06 514.42 271.20 62.24
Depreciation and Amortisation 44.33 85.60 158.54 69.47
Total Expenditure (B) 4,619.09| 8,317.90| 4,989.57 929.35
Profit before tax, extraordinary items and prior period items | 1,704.40| 3,184.17| 2,144.24 434.43
©€)=(A)-(B)
PROVISION FOR TAXATION
Income tax 571.80| 1,131.58 688.79 164.61
Deferred tax Liability/ (Assets) 0.93 16.35 5.13 (6.23
Wealth Tax - 0.11 0.11 0.17
Fringe Benefits Tax - - 6.53 1.17
Taxation for earlier years - 6.74 3.77 -
Total Tax Expense / (Credit) (D) 572.73| 1,154.78 704.33 159.72
Net profit after tax & before extraordinary ite ms and prior 1,131.67| 2,029.39| 1,439.91 274.71
period items (E) = (C)- (D)
Prior period (Incomes) / Expenses 1.10 - 2.20 0.06
Extraordinary Items - - - -
Net profit after extraordinary items and prior period items, 1,130.57| 2,029.39| 1,437.71 274.65
before restagment
Adjustments made on account of Restatement (Refer Note 16
of Notes to Accounts)
Restructured Financial Costs - - 252.73 -
Restructured Financial Costs Amortised (10.99) (21.98) (10.99) -
Prior Period Expenses / Incomes (1.10) 1.10 (2.20) 2.20
Taxation for earlier years reversed - (6.74) (3.77) -
Additional Taxes for the year - - 6.74 3.77
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Particulars

For the Financial Year ended

30 31- 31-Mar- | 31-Mar-
Sepl0 | Mar-10 09 08
Total Adjustments (12.09) (27.62) 242.51 5.97
Tax impact on adjustments - - - -
Total Adjustments, net of tax impact (12.09) (27.62) 242.51 5.97
Net Profit, as Restated 1,142.66| 2,057.01| 1,195.20 268.68
Balance brought forward from previous year 3,520.89| 1,463.88 268.68 -
Appropriations - - - -
Balance carried to Balance Sheet 4,663.55| 3,520.89| 1,463.88 268.68

Note: Summary Statement of Restated Profit & Loss for the year ended March 31, 2007 and March 31, 2006 have

not been prepared as the company had not commenced commeecaians during those years.
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SUMMARY STATEMENT OF RESTATED CASH FLOWS

(Rs. in Millions)
Particulars For the Financial Year ended
30 31- 31- 31-

Sepl0 Mar-10 Mar -09 Mar -08
A. Cash Flow from Operating Activities
Profit before Tax and Extra @inary ltems 1,715.39] 3,206.15| 1,902.50 434.43
Adjustments for :
Depreciation/Amortization 44.33 85.60 158.54 69.47
Miscellaneous Expenditure Written Off - - - 1.99
Interest Expense 356.06 514.42 523.93 62.24
Interest Income (207.71)| (525.10)| (363.52) (0.07)
(Profit) / Loss on Sale of Fixed Assets 1.14 0.54 0.09 -
Sundry Balances written off - - - (0.03)
Operating Profit / (Loss) before Working Capital Changes 1,909.21| 3,281.61| 2,21.54 568.03
Adjustments for :
(Increase)/Decrease in Sundry Debtors (514.40)| (1,935.55)| (1,019.10)| (1,908.87)
(Increase)/Decrease in Loans and Advances (1,568.39)| (1,513.80)| (5,897.53)| (962.18)
(Increase)/Decrease in Inventories (590.94)| (1,263.18) | (615.48)| (969.37)
Increase/(Decrease) in Current Liabilities & Provisions 704.53 411.41 247.96 546.71
Cash Generated from / (Used in) Operations (59.99)| (1,019.51)| (5,062.61)| (2,725.68)
Direct Taxes Paid (Net) (370.78)| (379.76)| (174.47) -
Cash Flow from / (Used in) before Prior Period items (430.77)| (1,399.27)| (5,237.08)| (2,725.68)
Prior Period Adjustments (gross) - 1.10 - (2.26)
Net Cash Flow from / (Used in) Operating Activities (430.77)| (1,400.37)| (5,237.08)| (2,727.94)
B. Cash Flow from Investing Activities
Purchase of Fixed Assets (102.19)| (1,630.73)| (845.79)| (915.49)
Purchase of Investments - - (0.01) -
Sale of Fixed Assets 1.97 3.05 38.12 -
Interest Received 207.71 525.10 363.52 0.07
Net Cash Flow from / (Used in) Investing Activities 107.49]| (1,102.58)| (444.16)| (915.42)
C. Cash Flow from Financing Activities
Procurement of Secured Loans 604.74| 2,023.60| 1,204.52| 3,333.40
Repayment of Sered Loans (9.49) (5.55) | (2,316.69) -
Procurement of Unsecured Loans - - - -
Repayment of Unsecured Loans - - - -
Interest Expense (356.06)| (514.42)| (523.93) (62.24)
Proceeds from issue of Share Capital -| 1,100.00| 7,890.15 400.00
Net Cash Flow from/(Used in) Financing Activities 239.19| 2,603.63| 6,254.05| 3,671.16
D. Net Increase/(Decrease) in Cash and Cash Equivalents (84.09) 100.68 572.81 27.80
(A+B+C)
E. Cash and Cash Equivalents at start of the period 701.30 600.62 27.81 0.01
F. Cash and Cash Equivalents at close of the period 617.21 701.30 600.62 27.81
Components of Cash& Cash Equivalents:
Cash and Cheques on Hand 0.21 0.27 0.17 0.11
Balances with Schedules Banks
- On Current Accounts 600.96 465.46 26.71 24.13
- On Margin Money Accounts 16.04 235.57 573.74 3.57

- On Deposit Accounts
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Note: Cash Flow Statement for the years ended March 31, 2007 and March 31, 2006 have not been prepared as the
requirament of reporting as per A3 Cash Flow Statement was not applicable in those financial years.
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THE ISSUE

Issue of Equity Shares [ 6Hquity Shares
of which

i) Fresh Issue by the Company [ 6] Equi ty ShptoRsS,00mgilion e g

i) Offer for Sale by the Selling Sharehold®s  14,955,27Fquity Shares
Employee Reservation Portion [ 6Hquity Shares
Net Issue to the Public [ 6Hquity Shares
of which
A) QIB portiorf? Not more tharj 6Equity Shares

Of which
Of which:

Availablefor allocation to Mutual Funds only (5[ O6Hquity Shares
of the QIB Portion ¢xcluding the Anchor Investc

Portion)
Balance for all QIBs including Mutual Funds [ OHquity Shares
B) NonrInstitutional Portiof? Not less thari SHquity Shares
C) Retal Portion® Not less thari SEquity Shares
Equity Shares outstanding prior to the Issue 134,597,453 Equity Shares
Equity Shares outstanding after the Issue [ 6Hquity Shares
Use of Net Proceeds Pleasese t he sectionedObpx

of this Draft Red Herring Prospectdsr information
about the use of the Net Proceeds. The Company wi
receive any proceeds from the Offer for Sale.

Allocation to all categories, except the Anchor Investor Portion, if any, shalblde on a proportionate basis.

@ The Equity Shares offered by the Selling Shareholders in the Issue have been held by them for more than a period of one
year as on the date of this Draft Red Herring Prospectus.

@ The Company and the Selling Shaoklers may allocate up to 30% of the QIB Portion to Anchor Investors on a
discretionary basis. Onthird of the Anchor Investor Portion shall be reserved for domestic Mutual Funds, subject to valid
Bids being received from domestic Mutual Funds at or alibe price at which allocation is being done to other Anchor
Il nvestor s. For detail s, pl e as €29sf¢his DrafhRed Hering tPriospettusi | ssue Proc

®  Subject to valid Bids being received at or above the Issue Rnizkersibscription if any, in any categorywould be
allowed to be met with spill over from any other category or combination @fjaags at the discretion of tti@ompany, the
Selling Shareholderin consultation withthe GCBRLMs,the BRLMs and the Designatedo& ExchangeUnder
subscription if any, in the Employee Reservation Portion will be added back to the Net Issue Hartase ofunder
subscriptionin the Net Issue, spill over to the extentiodlersubscriptionshall be permitted from the EmployReservation
Portion subject to the Net Issue constituting 10% of thelsssk capital of the Company.
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GENERAL INFORMATION
RegisteredOffice of the Company

Marathon Innova IT Park

B2/501 and €501, " Floor

off Ganpatrao Kadam Marg, Lowearel
Mumbai 400 013

Tel: (91 22) 2493 0180

Fax:(91 22)2493 1685

CIN: U17114MH2000PLC126018
Website:http://www.bondwiththebest.com

Address of the RoC

The Company is registered with the Registrar of Companies, Mumbai, Maharaghitch, is situatedat the
following address:

Registrar of Companies
Everest, 5th Floor

100 Marine Drive
Mumbai 400 002
Maharashtra

Board of Directors of the Company

The Board of Directors consists of:

Name and Designation DIN Address
Dr. A. C. Shah 00022612 C-1/2, LloydsGarden,
NonExecutive Chaiman Independen Appaséad Marathe Marg,
Director PrabhaDevi

Mumbai 400 025

Nitin S. Kasliwal 00022630 Flat No 1, Kanta,
Managing Director and Executiv Little Gibbs Road,
Director Maalabar Hill,

Mumbai 400 026

Anil Kumar Channa 01359682 71, Sagar Tarangp-operative housing society
Non-Executive Director 15 K, Abdul Gafur Khan Road,
Worli, Mumbai 400 018

Kunnasagaran Chinniah 01590108 12, Countryside Grove,
Non-Executive Director Singapore 789 967
Dara P. Mehta 00041164 10, Southlands,
Non-Executive, Independent Director 177 Colaba Road,

Mumbai 400 005

Pradip P. Shah 00066242 72A Embassy Apartments
Non-Executive, Independent Director 7" Floor, Napean Sea Road
Mumbai 400 006
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For further details of he Di

Prospectus.

rectors, pl ease

Company Secretary and Compliance Officer
Nihar R. Avasare is the company secretary and the compliance officer of the Company. His details aresas follow

Nihar R. Avasare

2" Floor, Inga Complex

Mahakali Caves Road, Andheri (East)
Mumbai 400 093

Tel: (91 22) 2825 0797

Fax: (91 22) 2826 5628

Email: nihar.avasare@reidntaylor.co.in

Investors can contact the Compliance Officer or the Registrato the Issuein case of any prelssue or post
Issue related problems such as the nereceipt of letters of allocation, credit of Allotted Equity Shares in the
respective beneficiary account and refund orders.

All grievances relating to the Issue may be addressedtet®egistrar to the Issue, giving full details such as name,
address of applicant, application number, number of Equity Shares applied for, amount paid on application and
designated branch or the collection centre where the application was submitted.

All grievances relating to the ASBA process may be addressed to the Registrar to the Issue with a copy to the
SCSBs, giving full details such as name, address of applicant, application number, number of Equity Shares applied
for, amount paid on application @mesignated branch or the collection centre of the SCSB where the ASBA Bid
cum Application Form was submitted by the ASBA Bidders.

Global Coordinators and Book Running Lead Managers

s e e 106 ¢f ¢this BraftcRed Herring Ma n a g €

JM Financial Consultants Private Limited
141, Maker Chambeltl

Nariman Point

Mumbai 400021

Tel: (91 22) 6630 3030

Fax: (91 22) 2204 2137

E-mail: rtil.ipo@jmfinancial.in

Investor Grievance Email: grievance.ibd@jmfinancial
Website: www.jmfinancial.in

Contact Person: Lakshmi Lakshmanan
SEBI Registration No.: INM000010361

J.P. Morgan India Private Limited

J.P. Morgan Tower

Off C.S.T. Road, Kalina

Santacruz (East),

Mumbai 400 098

Tel: (91 22) 6157 3000

Fax: (91 22) 6157 3911

E-mail: project_bond@jpmorgan.com
Investor Grievance Email: investorsmb.jpmipl.com
Website: www.jpmipl.com

Contact Person: Ranjan Sharma

SEBI Registration No.: INM000002970

UBS Securities India Private Limited
2/F, 2 North Avenue

Maker Maxity

Bandra Kurla Complex,

Bandra (East),

Mumbai 400051

Tel: (91 22)6155 6000

Fax: (91 22)6155 6300

E-mail: customercare@ubs.com
Investor Grievance Email: customercare@ubs.co
Website:www.ubs.com/Indianoffers
Contact Person: Ashish Mukkirwar
SEBI Registration No.: INM000010809

Religare Capital Markets Limited

GYS I nfinity, Paranjpe
Vile Parle (East),

Mumbai400 057

Tel: (91 22) 6766 3400

Fax: (91 22) 6766 3600

E-mail: rtil.ipo@religare.in

Investor Grievance Email: grievance.ibd@religare
Website: www.religarecapitalmarkets.com
Contact PersorKunur Bavishi

SEBI Registration No: INM00011062
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Book Running Lead Managers

Antique Capital Markets Private Limited
6th Floor, Nirmal BuildingNariman Point
Mumbai 400 021

Tel: (91 22)4031 3300

Fax:(91 22)22(2 2691

E-mail: rtil.ipo@antiquelimited.com
Investor Grievance Email:
investors@ntiquelimited.com
Website:www.antiquelimited.com
Contact Person: Ankur Joshi

SEBI Registration NoINM000011385

HSBC Securities and Capital Markets (India) Rivate
Limited

52/60 Mahatma Gandhi Road

Fort, Mumbai 400 001

Tel: (91 22)2268 5555

Fax:(91 22)2263 1984

E-mail: rtil.ipo@hsbc.co.in

Investor Grievance Email: investorgrievance@hsbc.co.in

Website:

http://www.hsbc.co.in/1/2/corporate/equitiesglobaistment

Contact Person: Sumit Roy
SEBI Registration NoINM000010353

Legal Advisors to the Issue
Domestic Legal Counsel to the Company

Amarchand & Mangaldas & Suresh A. Shroff & Co.
5" Floor, Peninsula Chambers

Peninsula Corporate Park

Ganpatrao Kadam Marg, Lower Parel

Mumbai 400 013

Tel: (91 22) 2496 4455

Fax: (91 22) 2496 3666

Domestic Legal Counsel to the Underwriters

AZB & Partners

23 Floor, Express Towers
Nariman Point, Mumbai 400 021
Tel: (91 22) 6639 6880

Fax: (91 22) 6639 6888
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Edelweiss Capital Limited*

14th Floor, Express Towers

Nariman Point

Mumbai 400 021

Tel: (91 22)4086 3535

Fax: (91 22)4086 3610

E-mail: rtil.ipo@edelcap.com

Investor Grievance Email:
customerservice.mb@edelcap.com

Website: www.edelcap.com

Contact Persorileetu Rank&/iral Shah

SEBI Registration NoINM0000010650

*In compliance with the proviso t&egulation 21A(1)
and explanation (iii) toRegulation 21A(1) of SEB
(Merchant Bankers) Regulations, 1992, read w
Regulation 110 and Schedule XX of the Sl
RegulationsEdelweiss  Capitdlimited would  be
involved only in the marketing of the Issue.

IDBI Capital Market Services Limited
5" Floor, Mafatlal Centre

Nariman Point

Mumbai 400 021

Tel: (91 22)4322 1212

Fax:(91 22)2283 8782

E-mail: rtil.ipo@idbicapital.com
Investor Gievance Email:
redressal@idbicapital.com
Website:www.idbicapital.com
Contact Person: Kartik Shah/ Subodh Mallaya
SEBI Registration NoINM000010866



International Legal Counsel to the Underwriters
Allen & Overy

9th Floor, Three Exchange Square

Central

Hong Kong

Tel: (852) 2974 7000

Fax: (852) 2974 7292

Syndicate Membes
[ 6]
Auditors to the Company

Haribhakti & Co., Chartered Accountant

701, Leela Business Park,

Andheri Kurla Road,

Andheri (East), Mumba#00 059

Tel: (91 22 6672 9999

Fax:(91 229 6672 9777

Email: rakesh.rathi@bdoharibhakti.co.in
Membership no. oRakesh Rathi (Partne5228
Firm Registration N0.103523W

Reqgistrar to the Issue

Bigshare Services Private Limited
E-2, Ansa Industrial Estate

Sakivihar Road, Sakaka
Andheri(East)

Mumbai 400 072

Tel: (91 22) 4043 0200

Fax: (91 22) 2847 5207

Emal: ipo@bigshareonline.com
Investor Grievance Emaittil_ipo@bigshareonline.com
Website: www.bigshareonline.com
Contact PersorAshok Shetty

SEBI Registration No.: IN 000001385

IPO Grading Agency

This | ssue has been graded by [ 0] as [06], indicating
grading will be updated at the time of filing the Red Herring Prospectus with the RoC.

Experts

Except ther epor t of [ 0] i gnading ef 3hjs dssue theoCompany das hoP d@btained any expert
opinions.

Bankers to the Issue and Escrow Collection Banks

[ 6]
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Bankers to the Company

Bank of India

Bullion Exchange Branch

185 Sheikh Memon Street

Zevari Bazar

Mumbai 400 002

Tel: (91 22) 6744 3301

Fax: (91 22) 2343 7073

Email: anil.verma@bankofindia.co.in
Website: http://www.bankofindia.com/

IDBI Bank

IDBI Tower, WTC Complex
Cuffe Parade, Colaba
Mumbai 400 005

Tel: (91 22)6655 2204

Fax: (91 22) 2218 1195
Email: h.biswas@idbi.co.in
Website:http://www.idbi.com/

Punjab National Bank

PNB House, Sir P M Road, Fort
Mumbai 400 001

Tel: (91 22) 2262 7555

Fax: (91 22) 2267 8515

Email: pnbhousemumbai@rediffmail.com

Welsite: http://www.pnbindia.in/

The Jammu & Kashmir Bank Limited
79-A, Mehta House

Bombay Samachar Marg, Fort
Mumbai 400 001

Tel: (91 22) 2261 0056

Fax: (91 22) 6659 5975

Email: altaf. mehboob@jkmail.com
Website: http://jkbank.net/

Self Certified Syndicate Banks

Export Import Bank of India
Centre One Building, Floor 21
World Trade Centre Complex
Cuffe Parade

Mumbai 400 005

Tel: (91 22) 2218 2420

Fax:(91 22) 2218 3238

Email: mukul@eximbankindia.in
Website:http://eximbankindia.com/

Indian Overseas Bank

Elphinstone Building

2/10 Veer Nariman Road, Fort
Mumbai 400 023

Tel: (91 22) 2204 5078

Fax: (91 22) 2204659

Email: fortbr@mummrcO1l.iobnet.co.in
Website:http://www.iob.in/

State Bank of India

# 7, MRN Signature

Vishva Manava Double Road
Saraswathipuram

Mysore 570 009

Tel: (91 821) 2417122

Fax: (91 821) 2417128

Email: shi.0461@sbi.co.in

Website: http://www.statebankofindia.com/

The list of banks that have been notified by SEBI to act as a SCSB for the ASBA process are provided on
www.sebi.gov.in/fpmd/scsb.pdf. For details on Designated Branches of SCSBs collecting ASBA Bid Cum
Application Forms, please refer to the abawentioned link.

Monitoring Agency

The Companshasa ppoi nt ed

as the Monitoring Agency. The
pursuant to Regulation 16 of the SEBI Regulations.

Inter Se Allocation of Responsibilities between th&CBRLMs and the BRLMs

The following table sets forth tHater seallocation of responsibilities for various activities among @@BRLMs

and theBRLMs for the Issue:
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Sr.
No.

Activities

Responsibility

Co-
ordinator

Capital structuring with relative components and formalifesh as typ€
of instruments, etc.

JM Financial,

UBs, J. P.

Morgan,
Religare
Antique,
HSBC
IDBI

and

IM
Financial

Due diligence of the Comparmyperations/ management / business pla
legal etc. Drafting and design of the red herring prospectus incly
memorandum containing salient feasiof the prospectus.

The GCBRLMs and the BRLMs shall ensure compliance with stipul
requirements and completion of prescribed formalities with the S
Exchanges, the RoC and SEBI including finalisation of the Prospectu
RoC filing

JM Financial,

UBs, J. P.

Morgan,
Religare
Antique,
Edelweiss,
HSBC
IDBI

and

IM
Financial

Drafting and approval of all statutory advertisements

JM Financial,

UBsS, J. P.

Morgan,
Religare
Antique,
HSBC
IDBI

and

IM
Financial

Drafting and approval of all publicity meatals other than statutory
advertisements as mentioned3 above, including corporate advertisin
brochures, etc.

JM Financial,

UBS, J. P.

Morgan,
Religare
Antique,
HSBC
IDBI

and

Religare

Appointment of other intermediaries includindgregistras, printers,
advertising agencgndBankers to the Issue

JM  Financial,
UBS, J. P.
Morgan,
Religare
Antique,
HSBC
IDBI

and

Religare

Preparatiorof road show presentation

JM Financial,
uUBs, J. P.
Morgan,
Religare
Antique,
HSBC
IDBI

and

UBS

International instutional marketing strategy

e Finaligng the listanddivision of investors for one to one meetings|
consultation with the Company, and

e Finalising the international road show schedule and investor me|
schedule

JM Financial,
UBS, J. P.
Morgan,
Religare
Antique,
Edelweiss,
HSBC

IDBI

and

UBS
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which include theihalisation of trading and dealing of instruments 3
demat of delivery of shares, with the various agencies connected wi
worksuchas t he Registrarédés to the
bank handling refund business. The GCBRLMs and theéNBRRshall be
responsible for ensuring that these agencies fulfil their functions
enable it to discharge this responsibility through suitable agreementg
the Company

HSBC
IDBI

and

Sr. Activities Responsibility Co-
No. ordinator
8. Domestic institutios/ banks/ mutual funds/ marketing strategy JM  Financial, JM
UBS, J. P. Financial
e Finalising the list and division of investors for one to one meeti| Morgan,
institutional allocatiorin consultation with the Company Religare
Antique,
e Finalising the ist and division of investors for one to one meetjr| Edelweiss,
and HSBC and
IDBI
e Finalising investor meeting schedules
9. Norrinstitutional and Retail marketing of the Issue, which weler,inter | JM Financial, JM
alia: UBS, J. P. Financial
Morgan,
e Formulating marketing strategies, preparation of publicity bydget | Religare
Antique,
e Finalising media, marketing and public relations strategy; Edelweiss,
HSBC and
¢ Finalising centre for holding conferences foess andbrokers;and IDBI
e Follow-up on distribution of publicity andssue material including
forms, theprospectus and deciding on the quantum of Issue mater
10. Co-ordination with the Stock Exchangder book building software| JM Financial,| Religare
bidding terminals and mock trading UBs, J. P.
Morgan,
Religare
Antique,
HSBC and
IDBI
11. Finalisation ofPricingin consultation with the Company JM  Financial, UBS
UBS, J. P.
Morgan,
Religare
Antique,
HSBC and
IDBI
12. PostBidding actvities including management ofscrow accounts JM Financial, J. P.
coordination of nofinstitutional allocation intimation of allocation ang UBS, J. P.[ Morgan
dispatch of refunds to bidders etc Morgan,
Religare
The pat Issue activities for the Issue involving essential follow up st| Antique,

*In compliance with the proviso fRegulation 21A(1) and explanation (iii) fRegulation 21A(1) of SEBI (Merchant Bankers)
Regulations, 1992, read with Regulation 110 and Schedule XX of the SEBI Regulations, Edelweiss Capital Limited would be

involved onlyin the marketing of the Issue.
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Credit Rating

As the Issue is of Equity Shares, there is no credit rating for this Issue.

Trustees

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

Book Building Process

Book Building Procss, with reference to the Issue, refers to the process of collection of Bids on the basis of the Red
Herring Prospectus within the Price Band, which will be decided by the Company in consultatiothevith

GCBRLMs andthe BRLMs and advertised at least tworking days prior to the Bid/Issue Opening Date. The Issue
Price is finalised after the Bid/Issue Closing Date. The principal parties involved in the Book Building Process are:

1. The Company;

2. The Selling Shareholders;

3. The GCBRLMSs;

4. The BRLMs;

5. The Syndicee Members who are intermediaries registered with SEBI or registered as brokers with BSE/
NSE and eligible to act as Underwriters. The Syndicate Members are appointed®¢BRLMs andhe
BRLMs;

6. The SCSBs;

7. The Registrar to the Issue; and

8. The Escrow Gllection Banks.

This beingan Issue for less than 25% of post issue -p@idequity share capital of the Company, the SEBI
Regulations read witRule 19(2)(b) of the SCRRPpermit an issue of securities to the pulthiough the 100% Book
Building Processwhereinnot more tharb0% of the Issushall be available for allocaticon a proportionate basis

to QIBs. Out of the QIB Portion (excluding the Anchor Investor Portion), 5% shall be available for allocation on a
proportionate basis to Mutual Funds onljne remainder shall be available for allocation on a proportionate basis to
QIBs and Mutual Funds, subject to valid Bids being received from them at or above the Issue Price. Further, not less
than 15% of the Issue will be available for allocation on g@mionate basis to Nekmstitutional Bidders and not

less than 35% of the Issue will be available for allocation on a proportionate basis to Retail Individual Bidders,
subject to valid Bids being received at or above the Issue Price.

In accordance witthe SEBI Regulations, QIB Bidders are not allowed to withdraw their Bid(s) after the Bid/Issue
Closing Dat e. For further detail s, 2220éthisDraft Rezlélerringhe sect
Prospectus.

The Company shall comply witthe SEBI Regulations and any other ancillary directions issued by SEBI for this
Issue. In this regard, the Company has appoitiiedSCBRLMs andhe BRLMs to manage the Issue and procure
subscriptions to the Issue.

The Book Building Process under the SERIgulationds 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.

lllustration of Book Building Process and Price discovey process(Investors should note that this example is
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solely for illustrative purposes and is not specific to the Issue; it excludes bidding by Anchor Investors or ASBA
process)

Bidders can bid at any price within the price band. For instance, assuice agnd of Rs. 20 to Rs. 24 per equity
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 avditeblzidaling

centres during the bidding period. The illustrative book below shows the demand for the equity shares of the issuer
company at various prices which is collated from bids received from various investors.

Bid Quantity Bid Amount (Rs.) 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 iss
the desired number of shares is the price at which the book cuts off, i.e., Rs. 22 in the above example. The issuer, in
consultation with th&CBRLMs and thd8RLMs, will finalise the issue price at or below such-cfftprice, i.e., at

or below Rs. 22All bids at or above this issue price and-offtbids are valid bids and are considered for allocation

in the respective categories.

Steps to be taken by the Bidders for Bidding:

1. Check eligibility for making a ®&n dil(pdeaskPr cseaed uirMd
2300f this Draft Red Herring Prospectus);

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

3. Except for Bids on behalf of the Central or State Govemmeand the officials appointed by the courts, for

Bid of all values, esure that you have mentioned your PAN, Client ID and DP ID in the Bid cum
Application Form. In accordance with the SEBI Regulations, PAN would be the sole identification number

for paticipants transacting in the securities market, irrespective of the amount of transaction (please see
APer manent Account Number or PANO 2480f thishDeaft Reglct i o n
Herring Prospectus)However Bidders residing in the Sgabf Sikkim are exempted from mandatory
requirement of PAN. The exemption is subject to DeposiRayticipants verifying the veracity of the

claim of the investors that they are residents of Sikkim, by collecting sufficient documentary evidence in
supportof their address

4, Ensure that the Bid cum Application Form is duly completed as per instructions given in this Draft Red
Herring Prospectus and in the Bid cum Application FormrASBA Bid cum Application Form

5. Bids by QIBs (including Anchor Investorsyill only have to be submitted tthe GCBRLMs andhe
BRLMs and/or their affiliates, other than Bids by QIBs who Bid through ASBA process, who shall submit
the Bids to the Designated Branches of the SCSBs; and

6. ASBA Bidders will have to submit Bids (phgal form) to the Designated Branches. ASBA Bidders should
ensure that the ASBA Account has adequate credit balance at the time of submission to the SCSB to ensure
that the ASBA Bid cum Application Form is not rejected.

Underwriting Agreement

After the determination of the Issue Price but prior to the filing of the Prospectus with the RoC, the Company and

the Selling Shareholders will enter into an Underwriting Agreement with the Underwriters for the Equity Shares
proposed to be offered through the Isdtiés proposed that pursuant to the terms of the Underwriting Agreement,
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the GCBRLMs andhe BRLMs shall be responsible for bringing in the amount devolved in the event that the
Syndicate Members do not fulfil their underwriting obligations. The undengrghall be to the extent of the Bids
uploaded by the Underwriters including through its respective Syndicate Membsgyfalibate. The Underwriting
Agreement is dated & ]

The Underwriters have indicated their intention to underwrite the following nuafilteguity Shares:

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

Name and Address of the Underwriters Indicated Number of Amount
Equity Shares to be Underwritten
Underwritten (in Rs. million)
[ O] [ O] [ ©

The above mentioned is indicative underwriting and this will be finalised after determination of the Issue Price and
actual allocation.

In the opinion of the Board of Directors (based on a certificate given by the Underwriters), the sesbuhee

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 brokerswith he St ock Exchange(s). The Board of Directors, a
into the Underwriting Agreement mentioned above on behalf of the ComB&MNL and Indivesthave by their

board resol ut i cespectivaltaecepted and entarantd thg Undlerwriting Agreement.

Allocation among Underwriters may not necessarily be in proportion to their underwriting commitments.

Notwithstanding the table abovihe GCBRLMs,the BRLMs and the Syndicate Members shall be resptanfor

ensuring payment with respect to Equity Shares allocated to investors procured by them. In the event of any default
in payment, the respective Underwriter, in addition to other obligations defined in the Underwriting Agreement, will
also be requed to procure subscriptions for/subscribe to Equity Shares to the extent of the defaulted amount.

Notwithstanding the foregoing, the Issue is also subject to obtaining (i) final listing and trading approvals of the

Stock Exchanges, which the company kapply for after Allotment, and (ii) the final approval of the RoC after the
Prospectus is filed with the RoC.
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CAPITAL STRUCTURE
The share capital of the Company as at the date of this Draft Red Herring Prospectus is set forth below:

In Rs excepshare data)

Aggregate Value at Aggregate Value at
Face Value Issue Price

A | AUTHORISED SHARE CAPITAL

150,000,00@Equity Shares 1,500,000,000

B | ISSUED, SUBSCRIBED AND PAID-UP CAPITAL
BEFORE THE ISSUE

134,597,45Fquity Shares 1,345,974530

C | PRESENT ISSUE IN TERMS OF THIS DRAFT RED
HERRING PROSPECTUS

[ OHquity Shareaggregating to R$. onjillion [ © [ ©

of which

Fresh I ssue of [ 0] ubBmRs.i t [ © [ ©
5,000million‘"

Offer for Sale ofl4,955,27F quity Shares aggregating [
Rs. [6]? million

O«
—
O«

of which

Employee Reservation opto[ 0 ] Equity [

O¢| O«
—
O¢| O«

Net Issue tothe Publicfd6] Equi ty Shag [

E | EQUITY CAPITAL AFTER THE ISSUE

[ 6] Equity Shares [

O«
—
Ox¢

F | SECURITIES PREMIUM ACCOUNT

Before the Issue 8,054,577,897

After the Issue [ ©

@ The Fresh Issue has been authorized by a resolutitheddoard datedSeptember 27, 2018nd by a special resolution
passed pursuant to section 81(1A) of the Companies Act, Btxheof the shareholders dfie Company held oSeptember
27, 2010.

@ The Offer for Salef 11,964,218 Equity Shares by S. Kumars Nationwide LirtitedPromoteihas been authorized by a

resolution of the board of directors of S. Kumars Nationwide Limited dated September 27, 2010. The Offerdior Sale

2,991,055 Equity Shares by Indives$e Ltdhas been authorizday a resolution of the board of directorsf Indivest Pte Ltd
datedSeptember 27, 2010

Changes in the Authorised Share Capital

1. The initial adhorised share capital of RSOG000 divied irto 50,000 Equity Shares of Rs. #ach was

increased to Rs. 500,000,000 divided into B0,000Equity Share®f Rs. 10 each, pursuant to resolution

of shareholders passed at #8M held onNovember 27, 2007.

2. The authorised share capital of Rs0®00,000 divided into 5000,000Equity Share®f Rs. 10 each was
increased to Rs. 58100,000 dividedinto 55000,000 Equity Sharesof Rs. 10 each and,350,000
preference shares of Rs. 20 each, pursuant to resolution of shareholders pasde@sithibEl onJune 2,
2008.

The authorised share capitdflRs. 581,000,000 divideisito 55,000,000 Equity Shares of Rs. 10 each and
1,550,000 preference shares of Rs. 20 emah reclassified to Rs. 581,000,000 divided into 58,100,000
Equity Shares of Rs. 10 dgcconsequent to the reclassification of 1,550,000 preference shares of Rs. 20
each aggregating Rs. 31,000,000 to 3,100,000 equity shares of Rs. 1fugachnt taresolution ofthe
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shareholdes passed at the EGM held on August 19, 2010

The authorisedhare capital oRs.581,000,00alivided into 58,100,000 Equity Shares of Rs. 10 eaah
increased td&Rs. 1500,000,008ivided into 150,00,000 Equity Shares of R$ each pursuant to resolution
of shareholders passed at tHeNt held on August 19, 2010

Notes to the Capital Structure

1.

Share Capital History of the Company

€) The following is the history of the equity share capital and securities premium account of the
Company:
Date of No. of Face | Issue | Consideration | Cumulative Cumulative Cumulative
allotment Equity value | price (cash, other No. of paid-up securities
of the Shares (Rs.) (Rs.) | than cash etc) Equity Equity capital premium
Equity Shares (Rs.) (Rs.)
Shares
April 19, 7 10 10 Cash 7 70 Nil
2000
December 49,993 10 10 Cash 50,000 500,00 Nil
10, 2002
February 40,000,000 10 10 Cash 40,050,000[ 400,500,000 Nil
15, 2008
September | 1,517,045 10 | 659.18 Cash 41,567,045 415,670,450 984,835,273
22, 2008
September | 10,467,614] 10 | 659.18 Cash 52,034,659| 520,346,590 7,770,300,930 |
22, 2008
January 29 | 1,804,322 10 | 609.65 Cash 53,838,981| 538,389,810| 8,852,262,617
2010
September | 80,758,472 10 Bonus 134,597,453 1,345974,530 8,054,577,897 |
10,2010 issuein the
ratio of 3:2
@ The Companyallotted 1,517,045 Equity Shards Indivestpursuant 6 conversion of 1,517,045
compulsorily convertible preference shares of Rs. 20.each
@ Net ofissue expenses of approximately Rs. 9,900,000.
®  The securities premium accounts was utilised towards bonus issue of Equity Shares.
(b) The following is tte history of preference share capital of the Company:
Date of No. of Face | Issue price | Consideration | Cumulative | Cumulative
allotment | preference | value per (cash, other No. of paid-up
of the shares (Rs.) | preference | than cash etc)| preference | preference
preference share (Rs.) shares share
shares premium
(Rs.)
July 14, 1,517,045 20 65918 Cash 1,517,045 969,664,823
2008
September| (1,517,045) 20 Nil - 0 Nil
22, 2008 W
@ On September 22, 2008 the Company allotted 1,517,045 Equity Shares pursuant tsiarorofe
1,517,045 compulsorily convertible preference shares of Rs. 20 each.
(c) Issue of EquityShares for consideration other than cash:
Date of allotment of the | No. of Equity Face Issue Consideration
Equity Shares Shares value price (Rs.) (cash, dher than
(Rs.) cash etc)
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Date of allotment of the | No. of Equity Face Issue Consideration
Equity Shares Shares value price (Rs.) (cash, dher than
(Rs.) cash etc)
September 10, 2010 80,758,472 10 - Bonuslssue in the
ratio of 3:2

History of the Equity Share Capital held by the Promoter

(@)

(b)

Details of the build up of the Promoters6 share
Date of No. of Face Issue/ Nature of Nature of % of % of
Allotment/ Equity Value | Acquisition | consideration | transaction pre- post
Transfer Shares (Rs.) | Price (Rs.) (Cash, gift, Issue Issue
allotted/ etc.) Capital | Capital
transferred
S. Kumars Nationwide Limited
December 50,000 10 10 | Cash Transfer 0.04%
10, 2007
February 40,000,000 10 10 | Cash Allotment 29.72%
15, 2008
September | 60,075,000 10 - | Bonus Allotment 44.63% [ &]
10, 2010 Issue in the
ratio of 3:2

* To be finalised after determination of Issue Price.

The Promoter had initially pledged 13,529,012 Equity Shares of the Company with ICICI Bank
Limited as security for a term loan of Rs. 2,750 million availed by the Pron@tbsequently
pursuanto issue of bonus Equity Shares on September 10, 2010, the Prbasdtether pledged
21,466,326 Equity Shares with ICICI Bank Limited in accordance with the terms of the financing
arrangement between the Promoter and ICBank Limited. Accordingly, a aggregate of
34,995,338 Equity Shares have been pledged by the Promoter to ICICI Bank Limited.

Details of Promote+#nts contribution and Lock
Date of Nature of Number Nature of No. of Face Issue/Acquisition Percentage
Acquisition Allotment/Transfer of Equity Consideration Equity Value Price per Equity of postissue
and when Shares (Cash) Shares (Rs.) Share (Rs.) paid-up
made fully locked in equity share
paid-up capital
S. Kumars Nationwide Limited
[0] [ [ o] [ o] [ 6] [6] [¢o] [ o] [o

The figures to be provided in this table shall be finalised upon determination of the Issue Price and the
number of Equity Shares to be issued in the Fresh Issue, consequent to the Book Building Process

The mini mum Promoter s&6 c on xtentobnotiessdhan the secifibde en br
minimum lot and from the persons defined as Promoters under the SEBI Regulations. The
Promotersé contributi on c-ssuspaituplequitynsgareapia | ess
shall be lockedn for a period of thee years from the date of Allotment in the Issue.

The Equity Shares that are being lockedd ar e not ineligible for co
contribution in terms of Regulation 33 of the SEBI Regulations.

The Company has obtained specific written emtdgrom the Promoter for inclusion of the Equity
Shares held by them in the mini minmFurtherotheot er s 6
Promoter has given an undertaking to the effect that it shall not sell/transfer/dispose of in any
manner, Equity Bar es f or ming part of the minimum Pr omo

filing the Draft Red Herring Prospectus till the date of commencement ofitoickaccordance
with the SEBI Regulations.
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3.

(©)

(d)

(e)

Details of prelssue Equity Share capital lock@ufor one year

In addition to the 20% of the pektsuepaid-up equityshareholding of the Company held by the
Promoters and lockeith for three years as specified abared other than 1855,273forming part

of the Offer for Sale portigrthe entire prdssue guity share capital will be lockeid for a period

of one year from the date of Allotment of the Equity Shares in this I$auher, 8,993,604
Equity Shares held bindivestPte Ltd an FVCI for a period of at least one year as on the date of
this Draft Red Herring Prospectus will not be subjeclotck-in.

Other requirements in respect of leick

The Equity Shares held by the Promotieat are lockeein for a period of three years can be
pledged only with any scheduled commercial bank or publinfiiad institution as collateral
security for loans granted by such banks or institution. Further, such pledge can be created only if
the loan has been granted by such scheduled commercial bank or public financial institution for
financing one or more of éhobjects of the Issue and the pledge of the Equity Shares is one of the
terms of sanction of the loan.

The Equity Shares held by the Promdtetare lockedin for a period of one year can be pledged
with any scheduled commercial bank or public finahitigtitution as collateral security for loans
granted by such bank or financial institution, provided that the pledge of the Equity Shares is one
of the terms of sanction of the loan.

The Equity Shares held by the Promoter and logékedhay be transferceto and amongst the
Promoter Group or to a new promoter or persons in control of the Company, subject to the
continuation of the lockn in the hands of the transferees for the remaining period and compliance
with the SEBI Takeover Regulationas applichle.

The Equity Shares held by persons other than the Promoter and-lodked period of one year

from the date of allotment in the Issue may be transferred to any other person holding Equity
Shares which are lockdd, subject to the continuation tfie lockin in the hands of transferees

for the remaining period and compliance with the Takeover Code.

Lock-in of Equity Shares to be issued, if any, to the Anchor Investor

Any Equity Shares Allotted to Anchor Investors shall be loeketbr a periodof 30 days from
the date of Allotment of Equity Shares in the Issue.

Shareholding Pattern of the Company

(@)

The table below presents the shareholding pattern of Equity Shares before the proposed Issue and
as adjusted for the Issue:

Pre-Issue Postlssué?
No. of Equity Percentage of No. of Percentage of
Shares Equity Share Equity Equity Share
capital Shares capital

Promoter
SKNL 100,125,008 74.39 [ & [ &
Sub Total (A) 100,125,000 74.39 [ © [ ©
Promoter Group (B) - - - -
Total Holding of 100,125,000 74.39 [ O [ o
Promoter and Promoter
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Pre-Issue Postlssué?
No. of Equity Percentage of No. of Percentage of
Shares Equity Share Equity Equity Share
capital Shares capital

Group (C=A + B)
Others (D) [ O [ ©
Indivest 34,472,453 25.61 [ © [ ©
Public (pursuant to the - - [ O [ ©
Issue) (E)
Total (A+B+C+D+E) 134,597,453 100.00 [ O 100.00

@ 5 Kumars. Nationwide limited jointly holds one share each with Ganesh Pai, L.N. Somani, Nimesh Shah,
Ramesh Ladha, Naresh Maheshwari and Jagadeesh Shetty.

@ The figires to be provided in this table shall be finalised upon determination of the Issue Price and the
number of Equity Shares to be issued in the Fresh Issue, consequent to the Book Building Process

The list of top ten shareholders of the Company and theumber of Equity Shares held by them is as

under:

€) As of the date of the Draft Red Herring Prospectus:
Sr. Name of the shareholders No. of Equity Shares Percentage
No. held
1. SKNL 100,124,994 7439
2. Indivest 34,472,453 25.61
3. SKNL jointly with Ganesh Pai 1 0.00
4, SKNL jointly with L.N. Somani 1 0.00
5. SKNL jointly with Nimesh Shah 1 0.00
6. SKNL jointly with Ramesh Ladha 1 0.00
7. SKNL jointly with Naresh 1 0.00
Maheshwari
8. SKNL jointly with Jagadeesh Shetty 1 0.00
(b) As of 10 days prioto the date of the Draft Red Herring Prospectus:
Sr. Name of the shareholders No. of Equity Shares Percentage
No. held
1. SKNL 100,124, 994 74.39%
2. Indivest 34,472,453 25.61%
3. SKNL jointly with Ganesh Pai 1 0.00
4. SKNL jointly with L.N. Somani 1 0.00
5. SKNL jointly with Nimesh Shah 1 0.00
6. SKNL jointly with Ramesh Ladha 1 0.00
7. SKNL jointly with Naresh 1 0.00
Maheshwari
8. SKNL jointly with Jagadeesh Shetty 1 0.00
(c) As of two years prior to the date of the Draft Red Herring Prospectus:
Sr. Name of the shareholders No. of Equity Shares Percentage
No. held
1. SKNL 40,049,994 76.96%
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Sr. Name of the shareholders No. of Equity Shares Percentage

No. held
2. Indivest 11,984,659 23.03%
3. SKNL jointly with Ganesh Pai 1 0.00
4. SKNL jointly with L.N. Somani 1 0.00
5. SKNL jointly with Nimesh Shah 1 0.00
6. SKNL jointly with Ramesh Ladha 1 0.00
7. SKNL jointly with Naresh 1 0.00
Maheshwari
8. SKNL jointly with Jagadeesh Shetty 1 0.00

The Company, the Directors, the GCBRLMs athe BRLMs have not entered into any khgck
arrangement and/or safety netifay for the purchasefdEquity Shares from any person.

None ofthe GCBRLMsthe BRLMs or their associates hold any Equity Shares of the Company.
The Company has not raised any bridge loans against the Issue Proceeds.

Except as stated in the sectioMfa n a g e me n t 106 ofothis Dpath Bee Herring Prospectusone of
the Directors or key management personnel hold any Equity Shares in the CoRyrdmgr, none of the
directors of the Promoter hold any Equity Shares in the Company.

None of the Rsmoter, directors of the Promoter, Promoter Group, the Directors and their immediate
relatives have purchased or sold any Equity Shares during a period of six months preceding the date on
which this Draft Red Herring Prospectus is filed with SEBI.

Exceptas stated belowhé Company has not made any issue of Equity Shares during a period of one year
precedingrom the date of this Draft Red Herring Prospecaisa wice which may bdower than the Issue
price

Date of allotment of Number of Issue price | Nature of Reasons for allotment of
Equity Shares Equity (in Rs.) Payment Equity Shares
Shares
January 29, 2010 1,804,322 609.65| Cash Preferential allotment t¢
Indivest

No person connected with the Issue shall offer any incentive, whether directrectinth any manner,
whether in cash, kind, services or otherwise, to any Bidder.

Not more tharb0% of theNet Issue shall bavailable for allocationo QIBs on a proportionate basis. 5%

of the QIB Portion (excluding Anchor Investor Portion) shall bailable for allocation to Mutual Funds
only and the remaining QIB Portion shall be available for allocation to the QIB Bidders including Mutual
Funds subject to valid Bids being received at or above the Issue Price. Further, not less than 158 of the
Issue will be available for allocation on a proportionate basis telNstitutional Bidders and not less than
35% of theNet Issue will be available for allocation to Retail Individual Bidders, subject to valid Bids
being received from them at or above tbgue PriceUndersubscriptionif any, inany of theseategories

the unsubscribed portion may be added to one of the cditegoies at the discretion of the Company and
the Selling Shareholdersn consultation witithe GCBRLMs andhe BRLMs and theDesignated Stock
ExchangeUndersubscription if any, in the Employee Reservation Portion will be added back to the Net
Issue poiibn.

Atotal of upt o EYi ty Shares aggregating to Rs. [ 6] mi | |
Eligible Employees, subject to valid Bids being received at or above the Issue Price and subject to the
maximum Bid in this portion being R200,000. Only Eligible Employees would be eligible to apply in this

Issue under the Employee Reservation Portion. Eligible Byapkmay Bid in the Net Issue as well and
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14.

15.

16.

17.

18.

19.

20.

21.

22.

23.

such Bids shall not be treated as multiple Bids.

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

An oversubscription to the extent of 10% of the Issue can be retained for the purposes of rounding off to
the nearer multiple of minimum allotment lot.

There are no outstanding warrants, options or rightsonvert debentures, loans or other instruments
convertible into the Equity Shares.

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 pedodnencing from submission of this Draft
Red Herring Prospectus with SEBI until the Equity Shares have been listed.

The Company presently does not intend or propose to alter the capital structure for a period of six months
from the Bid/Issue Opening Datky 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 isshenfs or rights or further public

issue of specified securities or qualified institutions placement or otherwise. However, if the Company
enters into acquisitions, joint ventures or other arrangements, the Company may, subject to necessary
approvals, conder raising additional capital to fund such activity or use Equity Shares as currency for
acquisitions or participation in such joint ventures.

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

The Conpany hasightmembers as of the date of filing of this Draft Red Herring Prospectus.

The Company has not issued any Equity Shares out of realuaterves.

All Equity Shares will be fully paidip at the time of Allotment failing which no Allotment shall be made.
There have been no financial arrangements whereby the Promoter GioDpectors and their relatives

have financed the purchabg any other person of securities of the 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.

31



OBJECTS OF THE ISSUE
The Issue eamprises a Fresh Issue by the Company and an Offer for Sale by the Selling Shareholders.
Offer for Sale
The Company will not receive any proceeds from the Offer for Sale by the Selling Shareholders.
Objects of the Fresh Issue

The Company proposes tdgilise the funds which are being raised through the Fresh Issue towards funding the
following objects:

1. To set up 160 exclusive brand outletEBOS0 ;)

2. To set up a manufacturing unitBéngalurufor readymade garmentand suits
3. To purchase machinest the Mysore facility;

4, To fund the launch of a new brand in the casual premium segment;

5. To implement &RPOERP System (A

6. Towards prepayment and/or rpayment of certain loans; and

7. For general corporate purposes;

The main objects clause of the Comparsy Me mor andum of Association enabl es
activities for which funds are being raised through this Issue. Further, the Company confirms that the activities
which it has been carrying out until now are in accordance with the olbjiaise of its Memorandum of
Association.

Issue Proceeds and Net Proceeds

The details of the proceeds of the Issue are summarised below:
(in Rs. million

Particular Estimated Amount
Gross Proceeds the Issue
Issue related expenses*
Offer for Sale portion (to the Selling Shareholders)
Net Proceeds of the Fresh Issue (to the Company)
fiNet Proceeds )
*Other than listing fees, which will be paid by the Company, all expenses with respeetissue will be shared between the

Selling Shareholders and the Company, in the proportion to the Equity Shares offered for sale or issued, as the case may be i
the Issue.

— — [ |—
O¢| O¢| O¢| O«

Requirement of Funds

The fund requirements for the objects of the Fresh laswdescribed below are based on management estimates and

the Companyds current business plan and have not been |
The fund requirements described below are proposed to be entirely funded froet fRbdeeds. Accordingly, the

Company confirms that there is no requirement to make firm arrangements of finance under Regulation 4(g) of the

SEBI Regulation through verifiable means towards atleast 75% of the stated means of finance, excluding the amount

to be raised through the Issue.
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The Company proposes to utilize the Net Proceeds as set forth in the table below:

(in Rs. million)

S. Particulars Total Expenditure Proposed schedule for
No. Estimated incurred as of deploymentof the Net
Cost November15, 2010 Proceeds
fiscal fiscal fiscal
year year year
2011 2012 2013
1. Setting up 160 EBOs 9287 Nil Nil 9287 Nil
2. To set up a manufacturing ur 645.7 85.9 559.8 Nil Nil
at Bengaluru for readymade
garmentsand suits
3. To purchase machinery at t 839.8 33.1+* Nil 806.7 Nil
Mysore facility
4. To fund the launch of a ney 4366 Nil 823 3543 Nil
brand in the casual premiui
segment
5. Implementation of ERF 1270 Nil 73.00 54.00 Nil
System
6. Towards prepayment and or 1,072.0 Nil 1,072.0 Nil Nil
re-payment of certain loans
7. General Corporate Purposes [ © Nil [ © [ © [ ©
Total [ © 119.0 [ © [ © [ ©

* Ramalinga Athithan & Co, Chartered Accountant, through their letter datedember 302010 have certified that R85.9

million has been deployed as Novemberl5, 2010 towardsacquiring the land forsetting up the manufacturing unit at
Bengalurufor readymade garments.
** Ramalinga Athithan & Co, Chartered Accountant, through their letter dmeember 302010 have certified that R33.1

million has been deployed as Hbvemberl5, 2010towards installation of a transformer and a transmission line at the Mysore

facility.

In view of the dynamic and competitive environment of the industry in which the Company operates, the Company
may revise its bsiness plan from time to time and consequently its capital requirements may also change. The

Company may have to revise its estimated costs, fund allocation and fund requirements owing to factors such as

economic and business conditions, increased conguetdnd other external factors which may not be within the

control Companyods

of t he

management

and

may

ent ai

requirements and increasing or decreasing the expenditure for a particular punpoide fpdanned expenditure.

In case of any increase in the actual utilisation of funds earmarked for the objects below, such additional funds for a
particular activity will be met by way of means available to the Company, including from internal accruals,
additional equity and/or incremental debt. If the actual utilisation towards any of the aforesaid objects is lower than
the proposed deployment as indicated above, such balance will be used for future growth opportunities, including
funding existing objest, if required, general corporate purposes and/or any other project, activity or initiative that

the Company may undertake.

Details of theactivities to be financed from the Net Proceeds

1.

Setting up 160 EBOs

The Company follows the franchisee modekell its products to consumers and currently does not sell its

r

products directly to customers. The Company proposes to set up and operate 160 EBOs. The Company
proposes to set up these EBOs in fiscal 2012.

The Company proposes to set up 100 EBOs fordiedd & Taylod brand, 30 EBOs for théStephens

Brother®brand and 30 EBOs for a new brand that the Company proposes to launch in the casual premium

wear segment.
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These EBOs as mentioned above would be set up across cities in India as indicatt¢abie thelow. The
Company has estimated that the area per EBO fodRbi&l & Taylo brand to be approximately 1,400
squar eSqgftteletan(di t he ar étephpns Brothedaml the aaw caslalepremium wear
brand to be approximately 1,200 $qThe Company proposes to lease various properties to set up its
EBOs. Accordingly, the Company would be required to pay security deposits upon entering into relevant
lease agreements with property owners. These security deposits are estimated tatwaggedie months

and one year6s rent paid in advance.

Methodology for computation of estimated cost of establishment of EBOs

The estimated cost for establishment of these EBOs primarily comprises of (i) expenses towards payment

of security deposit, ie x penses towards i nter i orlderiosEBxpehsesa)ys, f ur ni
and (iii) expenses towards computers,i gnages, mannequi ns a@Quidet vi sual
Expenses .)The Company estimates that Interior Expenses and Outlet Expensesbwaiidilar across

EBOs proposed to be set up in various locations. However, payments towards security deposit may vary
based on various factors including location and size of the EBO.

Breakup for the costs for setting up EBOs

The breakup of estimatedosts for setting up the above mentioned EBOs are as follows:
(in Rs.million)

Particulars Estimated Cost
Security Deposit 295.0
Interior Expenses 485.9
Outlet Expenses 19.2
Preoperative Expenses 128.6
Total 9287

The Companyo6s kdymamit eagpisar of theumarket sonditions based on which precise
locations of EBOs are determined by the Company. Accordingly, the Company may need to modify its
plans which could have an impact on the estimated expenditure towards setting up ofBibesd tie
Company currently does not have firm arrangements in relation to properties for its EBOs.

If any changes are required to be made to the locations of the EBOs, the actual expenditure incurred for
establishing such EBOs may differ from the curestimates.

The Company has not incurred any expenditure on setting up of EBOs as of NoB&mbet0. In the
event the Company incurs any expenditure, the Company proposes to recoup such costs from the Net
Proceeds.

Expenses towards security deposit

The total expenditure proposed to be incurred towards security deposit is estimated to be approximately Rs.
295.0million. For certain EBOs proposed to be located at Mumbai, CheRaagalury National Capital

Region Delhi, Pune, Kolkata, Ahmedabad and ldyabad, the estimate for security deposit payable in

such regions has been derived from a report titled
quarter of calendar year 2010. For other locations and cities, the amounts are based on thescfuotati

Purple Patch Consulting and CSI Real Estate Professionals, each dated September 25, 2010.

The citywise details of EBOs are set forth below along with estimated expenditure towards security
deposit:

34



Sr. City No. of Total Security Deposit (calcu
No EBOs Area paid in advance)
(in Sq.ft) (Rs.)
1 Ahmedabad 1 1,400 756,000
2 Ajmer 1 1,400 546,000
3 Akola 1 1,400 588,000
4 Aligarh 1 1,400 630,000
5 Allahabad 1 1,400 756,000
6 Amritsar 1 1,400 1,050,000
7 Aurangabad 1 1,400 840,000
8 Bengaluru 14 18,200 21,906,000
9 Bareilly 1 1,400 756,000
10 Belgaum 1 1,400 840,000
11 Bhilai 1 1,400 630,000
12 Bhopal 1 1,400 1,218,000
13 Bilaspur 1 1,400 630,000
14 Chandigarh 4 4,800 12,960,000
15 Chennai 11 14,600 13,842,000
16 Cochin 1 1,200 1,332,000
17 Coimbatore 1 1,400 1,092,000
18 Cuttack 1 1,400 630,000
19 Delhi 26 34,600 77,202,000
20 Dhanbad 1 1,400 630,000
21 Durgapur 1 1,400 546,000
22 Gurgaon 2 2,400 6,480,000
23 Hyderabad 9 11,600 8,754,000
24 Jabalpur 1 1,400 630,000
25 Jaipur 2 2,600 2,880,000
26 Jallandhar 1 1,400 1,260,000
27 Jammu 1 1,400 1,260,000
28 Jamshedpur 1 1,400 840,000
29 Jhansi 1 1,400 756,000
30 Jodhpur 1 1,400 1,050,000
31 Kanpur 1 1,400 1,134,000
32 Kolhapur 1 1,400 1,050,000
33 Kolkata 10 13,000 20,748,000
34 Lucknow 3 4,000 5,160,000
35 Ludhiana 1 1,200 1,080,000
36 Madurai 1 1,400 714,000
37 Mangalore 1 1,400 1,050,000
38 Meerut 1 1,400 1,260,000
39 Mumbai 23 29,800 66,030,000
40 Nagpur 1 1,400 840,000
41 Nanded 1 1,400 588,000
42 Noida 2 2,400 4,680,000
43 Panjim 1 1,400 1,470,000
44 Patiala 1 1,400 588,000
45 Pondicherry 1 1,400 756,000
46 Pune 10 12,800 15,576,000
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Sr. City No. of Total Security Deposit (calcu
No EBOs Area paid in advance)
(in Sq.ft) (Rs.)

47 Raipur 1 1,400 630,000
48 Ranchi 1 1,400 840,000
49 Saharanpur 1 1,400 630,000
50 Shimla 1 1,400 2,100,000
51 Surat 1 1,400 924,000
52 Trichy 1 1,400 714,000
53 Udaipur 1 1,400 840,000
54 Ujjain 1 1,400 630,000
55 Varanasi 1 1,400 840,000
56 Vijayawada 1 1,400 840,000

Total 160| 212,000 295,002,000

Outlet and Interior Expenses

An estimate of Interior Expenses proposed to be incurred for each EBQéotieular brand is set forth

below:
Interiors Reid & Stephens New casual premium wear
Taylor Brothers brand

Total cost (per Sq.ft)(in Rs.) 2,355.1 2,133.0 2,207.0
Estimated area per EBO (in 1,400.0 1,200.0 1,200.0
Sq.ft)
Number of EBOs 100.0 30.0 30.0
Total Cost in Rs. million) 329.7 76.8 79.4
Total (in Rs. million) 485.9

The cost estimates for Interior Expenses of EBOsRaid & Tayloband éStephens Brotheddrands are
based on quotations received fri's Mayank Shah, Architect, dated Obty 15, 201@nd September 29,
2010, respectivelyThe cost estimates for Interior Expenses of the EBOs for the new casual premium wear
brand are based on quotations received from M/s Architheque, Architect, dated September 20, 2010.

In addition to secty deposits and Interior Expenses, the Company would also need to incur certain Outlet
Expensesamounting to Rs. 19.2 milliomnd preoperative expenses such as costs towards obtaining

licenses, legal costs, staff salary, brokerage and opening day lexpehsesmounting to 128.6 million
The estimates for th@utlet ExpenseandPreoperative Expensese based on management estimates.

To set up a manufacturing unit aBengaluru for readymade garmentsind suits

The Company proposes to establismanufacturing unit iBengalurufor readymade garmentand suits
The garment unit would produce outerwear for men and women such as suits, gacketaisers. For

further details in relation to this proposed facility, plesset h e

Red Herring Prospectus.

sect is@n oMM o thig Rrefts

The total estimated cost for setting up the manufacturing unit i84%s7 million. The breakdown of the
estimated costs are set forth below:
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Particulars Amount Amount to be Expected
deployed as on| funded from Date of
November 15, the Net Completion
2010* Proceeds
Land 85.9 Nil | November
2010
Building, Civil Works and Interiors Nil 249.9| February
2011
Machinery Nil 2230 | March 2011
Utilities Nil 55.0 | March 2011
Preoperative gpenses Nil 31.9| N.A.
Total 85.9 559.8

* The Company has incurred R85.9 million towards establishment of this manufacturing unit as certified by
Ranalinga Athithan & Co, Chartered Accountant through their letter ddedember 302010.

a.

Land

Thetotal requirement for land for constructing the manufacturing unit is estimated to be 10 acres.
The Company has received a letter of allotment dated July 7, 2010 from the Karnataka Industrial
Areas Development Board in relation to allotment of 10 acrdaraf in plot No. 75 to 80 of

Bidadi Industrial Area, % phase, 2 sector. The allotment of land is on a leasensale basis for

a period of 10 years. The lease arrangement shall be converted into a sale of the land to the
Company at the end of 10 yeasabject to fulfillment of certain terms and conditions. The
consideration payable for the land under the letter of allotment R&s85.9 million. The
Company hagaid theentire amount of Rs. 8&million as on date.

Building, Civil Works and Interiors

The Company estimates to incur an expenditure of approximately Rs. 249.9 million towards costs
for constructing the building, civil works and interioihese estimates are based on quotations
dated October 4, 2010 received from Spacemast, ArchitectsseThosts would primarily
comprise of costs incurred towards civil works, construction costs towards buildings, drains, roads
and walls, electric fittings, furniture and fixtures and amenities for fire safety.

Machinery
The Company estimates to incun &xpenditure of approximately R&230 million towards
purchasing machinery for the factory, whialould primarily comprise of machines for sewing,

ironing and pressing.

The details of quotations received from various vendors for machinery proposegptwchased
for this manufacturing unit is set forth below:

Sr. Date of Name of the vendor Department Quantity Cost
No | quotation (In Rs.
million)

1 September | AMF Reece Sewing 13 4.6*
23, 2010

2 June 29, Durkopp Adler Sewing 171 30.9*
2010

3 June 29, Durkopp Adler Sewing 280 11.4%
2010

4 April 15, Wenzhou Import & Sewing 10 1.7%
2010 Export United Company

Limited
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Sr. Date of Name of the vendor Department Quantity Cost
No | quotation (In Rs.
million)
5 July 10, Loiva Intech Private Sewing 831 4.6**
2010 Limited
6 September | Japsew Corporation Sewing 30 1.9%*
13, 2010
7 July 11, Harichand Anand and Sewing 1 2.3%**
2010 Company
8 September | [IGM Private Limited Sewing 71 8.4**
3, 2010
9 September | [IGM Private Limited Sewing 15 0.7**
3, 2010
10 | September | IIGM Private Limited Sewing 21 1.0*
5, 2010
11 | September | PFAFF Sewing 490 54.1*
5, 2010
12 | September | IIGM Private Limited Sewing 7 7.4%*
5, 2010
13 | September | Macpi HK Limited In-line and final 240 44.5*%
3, 2010 ironing, spreading,
fusing and bundling
14 | August 25, | E.H. Turel & Company | Sewing 37 14.4*
2010
15 | September | Strobe Sewing 33 16.7*
25, 2010 Spezialmaschinen
Total 204.6

*The quotations are denominated in Euro. The Company has used an exchange rate of Rs. 61.9500 which is
the prevailing exchange rate on October 21, 2010 (Source: www.rbi.org.in).

**The quotations are deominated in USD. The Company has used an exchange rate of Rs. 44.3600 which is
the prevailing exchange rate on October 21, 2010 (Source: www.rbi.org.in).

*** The guotations are denominated in Japanese Yen (JPY). The Company has used an exchange rate of Rs
0.5478 which is the prevailing exchange rate on October 21, 2010 (Source: www.rbi.org.in).

In addition to the above expenses, the Company expects to incur expenses towards payment of
custom duty of approximately 3% amounting to R4 @illion and cleaing and installation

charges of approximately 6% amounting to Rs. 12.3 million. The Company does not propose to
utilise the Net Proceeds-hafndtdoh e gqlus pune ntto opr anawrh
Bengalurufacility.

Utilities

The Company dsnates to incur an expenditure of approximately R0 &dllion towards setting
up certain utilities such agaccum units,boilers, water filtration and softening units, air
compressorsystem diesel generators for the manufacturing uaitd electrical wstems This
amount includes expenses towards customs duty and installation chBhge€ompany has
obtainedcertainquotations from various third parties for an amount aggieg approximately to
Rs. 47.1million for utilities such asraccumunits, aircompressor systems, wat#tration and
softeningunits, boilers and electrical systeniBhe balance cost of R3.9 million is based on
Company6s disseligeneratoess f or

Pre-operative expenses
The Company estimates to incur an expenditurapproximately Rs319 million towardspre-

operative expenses such as trish expenses, project management expenses and engineering and
consultancy fees.

38



To purchase machinery at the Mysore facility

The Company owns a manufacturing facility in Mysoin the state of Karnataka. The facility produces

premium worsted suiting fabrics. In the fiscal year ended March 31, 2009, the Company increased the
Mysore facility's installed capacity to 8.4 million metres per annum from 4.8 mitieines per annurm

the prior year. This increase was primarily made in the weaving departments. This facility produces
substantially all of the Compaésy premium suitingnaterial For further details on this manufacturing
facility, please s e engtohpgd?efthis DratiRediHBring Prospestssd0 b egi nnii

The Companyds exi sandprogessidgy @epantrgents forithisiusithare faging capacity
constraints on account of expansion made to the weaving departments. The Company propeses to de

bot | eneck the production process in order to imprc
demand. Accordingly, the Company proposes to add balancing equipment to its dyeing, finishing and
processing departments and incur certain expenditure towardhasingmachinery at this facility and

towards civil works.

Break up of costs

Based on the above, the bragk of the project cost for deottlenecking of existing manufacturing
facilities, expenditure towards machinery and for civil works is agund

(In Rsmillion)
Particulars Amount Estimated Cost
Deployed as
on November
15,2010
Balancing equipments towards-tettlenecking of the Mysore - 411.9
facility including installation charges and customs duty
Expenditure on machineigcluding installation charges and 33.1 328.5
customs duty
Civil works - 66.3
Total 33.1 806.7

* The Company has incurred R33.1 million towardsinstallation of a transformer and a transmissiline at the
Mysore facilityas certified by Raalinga Aththan & Co, Chartered Accountant through their letter dadavember
30, 2010.

a. Balancing equipmerfor dyeing, finishing and processing

The Company estimates to incur an expenditure of approximately Rs. 411.9 million towards
purchasing balancing equipmtefor dyeing, finishing and processirithe Company has obtained

quotations from various third parties for an amount aggregating approximately t40®4.

million. The balance costof R8&8mi | | i on i s based on Companyds est

The table below sstforth details of machinery which the Company proposes to purchase along
with the details of the quotations received from various vendors:

Sr. Date of Name of Party Type of Machines | Quantity | Estimated
No | Quotation Cost
(in Rs.
million)
1. September | Corino Machine Automatic Weft 1 2.5*
8,2010 Straightener
2. September | Monforts Stenter Frame Rangge 1 21.4*
19, 2010 Texfilmaschinon
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Sr. Date of Name of Party Type of Machines | Quantity | Estimated
No | Quotation Cost
(in Rs.
million)
GMBH
3. September | Santex Group Continuous 1 33.6*
3, 2010 Decatising Machine
4, February 12,| Santex Group Steaming Mahine 1 12.6*
2010
5. September | Biella Shrunk Process| Cloth Pressing 1 24.4*
21, 2010 SAS Machine
6. September | Biella Shrunk Process| Permanent Finishing 1 21.2*
21, 2010 SAS and Setting Machine
7. September | Zonco Federico & High Speed Bpe 1 25.1*
1, 2010 Figlio S.p.A. Scouring Machine
8. September | Zonco Federico & Combined Milling 1 10.3*
22,2010 Figlio S.p.A. and Scouring
Machine
9. September | Zonco Federico & High Speed Machine 1 12.3*
22,2010 Figlio S.p.A. to Scour, Soften and
Dry Fabrics
10. | Septembe | CIMI S.p.A. Lavanova Ecosysten 1 35.6*
15, 2010 48
11. | September | Biella Shrunk Process| Continuous Steaming 1 10.0*
20, 2010 SAS and Shrinking
Machine
12. | September | TMT Manenti s.r.l. Kier Decatising 1 18.7*
3, 2010 Permanent Finishing
Machine
13. | September | TMT Manenti s.r.l. New Continuous 1 34.0*
2, 2010 Multi Finishing
DOLPHIN line
14. | September | CIMI S.p.A. Rotodry 12 1 24.5*%
14, 2010
15. | September | Deeco Mechatron Cut Convertor, Chain 1 54.2*
4,2010 Marketing Private grill and Spare Parts
Limited
16. | September | Stafi Engineers Private Radio Frequency 1 6.3
28, 2010 Limited Textile Yarn Dryer
Total 346.7

* The quotations are denominated in Euro. The Company has used an exchange rate of Rs. 61.9500 which is

the prevailing exchange rate @ctober 21, 2010 (Source: www.rbi.org.in).

In addition to the above expenses, the Company expects to incur expenses towards payment of

custom duty of approximately 12% amounting to &5.6 million and clearing and installation
charges of approximately® amounting to R20.8million.

In the event, the Company incurs any expenditure on the aforementioned machinery or on account
of the above charges, the Company will recoup the costs from the Net Proceeds. The Company

does not propose to utilise the Ne¥bceeds of the Issue to procure any sedwmtl equipment or
machinery.

Expenditure on other machinery

The Company estimates to incun axpenditure of approximately Rs. 361.6 millitswards
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capital expendituren other machineryThe Company has adihed quotations from various third
parties for an amount aggregating approximately to34.8 million. The balance cost of Rs.

298mi I l'ion i s based on Companyds estimates.
Sr. Name of Date of Type of Machines Quantity | Estimated
No Supplier Quotation Cost
(in Rs.
million)
1. | UTG Textile August 25, | Humidificationplant (local 1 3.3**
Technology 2010 equipment)
2. | UTG Textile August 25, | Humidificationplant 1 0.4
Technology 2010 (imported equipment)
5. | Shakti Textile Sepember | Fabric dyeing machine 2 2.2
Engineers Privatd 20, 2010
Limited
6. | Benninger Co. August 26, | High speed section wraping 2 34.8*
Ltd. 2010 machine
7 Sepcon Systems| September | Electromechanical 1 6.0
Private Limited | 15, 2010 equipments for combined
effluent treatment plant of
500 KLD to 1,000 KLD
8. | Sussen May 31, Compactsets for Fiomax 29 73.7**
2010 Ring Frames
9. | Venus Textiles | September | Fiomax 2000 ring spinning 29 1.0
Service 14, 2010 frames for spindles
10. | Y. R. Industries | January 4, | Elitwist creel conversion for 40 4.5
2010 pipes, holders and brackets
11. | Staubli January 13,| Computerised pattern make 82 29.2**
2010
12. | Staubli January 13,| Beam knotting machine and 3 1.7
2010 tying frame type
13. | Dornier September | Conversion parts for 18 3.1**
13, 2010 weaving machines.
14. | Xorella AG September | Vacuum conditioning and 1 9.1*
8, 2010 steaming system
(Contexxor)
15. | SSM Vertriebs August 1, 24 Spindles assembly 1 3.8*
AG 2010 winding machine (model
TW2-D)
16. | SSM Vertriebs August 1, 96 Spindles assemly 1 11.4*
AG 2010 winding machine (model
TW2-W)
17. | USTER April 20, Digital testing machine 1 4.8*
Technologies 2010
(India) Private
Limited
18. | Santex Group August 27, | Crabbingmachine MOD 1 46.3**
2010 FIXA
19. | Seimens Limited | January 29,| 68 KV switch yard - 35.6
2010
20. | Thermax Limited | August 21, | Biomass boiler - 8.7
2010
21. | Thermax Limited | August 21, | Thermicfluid heater - 1.7
2010
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Sr. Name of Date of Type of Machines Quantity | Estimated
No Supplier Quotation Cost
(in Rs.
million)
Total 281.3

*The quotations are denominated in CHF. The Company has used an exchange rate of Rs. 45.9360 which is
the prevailing exchange rate on October 21, 2010 (Source: www.xe.@igs at noon eastern time on
October 21, 2010).

** The quotations are denominated in Euro. The Company has used an exchange rate of Rs. 61.9500 which is
the prevailing exchange rate on @ber 21, 2010 (Source: www.rbi.org.in).

In addition to the above expenses, the Company expects to incur expenses towards payment of
customs duty of approximately 12% amounting to $&7 million and clearing and installation
charges of approximately 68mounting to Rs16.8million.

In the event, the Company incurs any expenditure on the aforementioned machinery on account of
the above charges duties, the Company will recoup the costs from the Net Proceeds. The
Company does not propose to utilise Net Proceeds of the Issue to procure any second hand
machinery.

The Company also expects to incur costs towards civil works amounting to Rs. 66.3 million at the
Bengalurufacility. The Company has obtained quotations from Citiline Constructions in this
regard.
To fund the | aunch of the Companyés new brand in th
The Company intends to launch a new brand in the casual premium wear segment. This brand will target
young professionals within the age group of 21 to 40 ydamsfurther details, please see the section
ABusi ness o b ergafthisDraftdRedddarring Rragspectdshe brand would be promoted with
a focused media campaign covering leading newspaper dailies, magazines and hoardings.
The Company proposes lunch this brand by advertisements in the following medium:

(in Rs.million)

Medium Total
Print 164.4
Television 148.2
Outdoor hoardings 59.5
Digital (internet, mailers and social networking sites) 19.5
Radio 0.7
Other mediums 21.9
Photo shot for print advertisements 3.5
Marketing kits 1.9
Production charges for television advertisements 15.0
Product placement charges 2.0
Total 436.6

The above costs towards print, television, outdoor hoardings, digital and radio advertise mease dren

guotations received from a third party.

For further details on the products which are proposed to be offered under this brand, please see the section

fiBusinessi The Future Casual Premium Brabnd b e gi n ni 18§of ihis DrataRgd Herring

Prospectus.

Implementation of ERP System
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The Company plans to develop and implement an ERP system to facilitate the integration of various
business processes of the Company.

This ERP system will assist in improvitige transparency of production preses enableoptimum use of
manufacturing faciliiesme e t customersodé requirements, st,reamlin
shorten delivery timandimprove control over inventory and shipment.

The Company estimateékat it will incur an expendite of Rs. 1270 million towards the establishment of
this ERP system. The table below sets forth details ofptbposedexpenditureand pricequotatiors
received from various vendors:

Sr. Particular Quotation Received Date Amount
No. from (In Rs.
million)
1 ERP licenses and implementation cdlnfinite ComputeJuly 15,201 85.0
Solutions
2 Leased lines to connect differeTata Communications [July 6,2010 5.0
locations
3 Servers IBM May 12 26.0
2010
4 Oracle R Database Manageme|Redingtm Sept 29 110
System 2010
Total 1270

In the eventhatthe Company incurs any expenditure in relation to implementation of the ERP System, the
Company will recoup such costs from the Net Proceeds.

Pre-payment and/or re-payment of certain loans
Working Capital Facilities:

The Comp@ny has entered into a working capital consortigmeament dated January 6, 20@®ich was

subsequently amended by a first supplemental working consortjteeraent dated July 27, 20@ank of

India, State Bank of Inder IDBI Bank Limited, Jammu & Kashmir Bank, Export Import Bank of India

and State Bank of India are threembers othis working capital consortiuntor further details in relation

to the agreement for working capitadebpbkbdalmesdédeont |
this Draft Red Herring Prospectus.

The Company proposes to utilise B22.0million from the Net Proceeds towards frayment and/or re
payment of a portion of the outstanding amount with respect to certain lendersioritieg capital
consortium, as follows:

a. Working capital facility from IDBI Bank Limited:
Sr. | Lender | Nature of Total Total Rate of Re- Minimum Prepayment
No. Borrowing amount amount interest | payment notice penalty
outstanding | proposed per schedule | period for
as at to be annum Pre-
December 4, | utilised payment
2010 from Net
(InRs Proceed
million) (In Rs.
million)
1. IDBI Cash 1,138.6 101.7 | BPLR Repayable| N.A. Nil.
Bank Credit minus on prepayment
Limited | Facility 50 basis | demand permited
points after
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Sr. | Lender | Nature of Total Total Rate of Re- Minimum Prepayment
No. Borrowing amount amount interest | payment notice penalty
outstanding | proposed per schedule | period for
as at to be annum Pre-
December 4, | utilised payment
2010 from Net
(InRs Proceed
million) (In Rs.
million)
p.a. obtaining
prior consent
of the lender.

The amont outstanding as oDecember 4, 201thas been certified by Ramalinga Athithan & Co.,
Chartered Accountantdde their certificate date@®ecember 62010

b. Working capital &cility from Jammu an&ashmir Bank:
Sr. | Lender | Nature of Total Total Rate of Re- Minimum Prepayment
No. Borrowing amount amount interest | payment notice penalty
outstanding | proposed per schedule | period for
as at to be annum Pre-
December 4,| utilised payment
201d from Net
(InRs Proceed
million) (In Rs.
million)
1. Jammu | Cash 220.3 220.3| PLR + Repayable| NA Nil.
and Credit 1% p.a. | on Prepayment
Kashmir | Facility (present | demand permitted
Bank rate after
13.75% obtaining
p.a.) prior consent
of the lender.

The amount outstanding asf December 4, 2010has been certified by Ramalinga Athithan & Co.,
Chartered Accountants vide their certificate daBetember 62010

In event the Company repays a portion of the above mentionedbefore the completion of this Issue
the Companwill then recoup such costs from the NRebceeds.

B. Term Loan:
The Company intends to utilise R&50 million from the Net Proceeds towards ggayment and/or re
payment the term loan availed from IDBI Bank Limited, the details of which are as follows:
a. Term loan ggreement dated December 30, 2009 between IDBI Bank Limited and the Company
Sr. Lender Nature of Purpose of Total amount Total Rate of Re-payment Minimum Prepayment
No. Borrowing utilisation outstanding' amount interest schedule notice penalty
(In Rs million) proposed to per period for
be utilised annum Pre-
from Net payment
Proceed
(In Rs.
million)
1 IDBI Term Loan | For part financing| 750.0 (amount| 750.0 12.75% In eight equal| 30 days | Prepayment
Bank capital expenditure| sanctioned is quarterly prior notice premium of 1%
Limited and brand| Rs. 800.0 instalments  of per annum or such
launch/building million) Rs. 100 million other amount ag
expense to be paid from may be decided b
December 31, the lender
2010

The amount outstanding as &fecembe 4, 2010 has been certified by Ramalinga Athithan & Co., Chartered
Accountants vide their certificate datBe&cember 62010
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In event the Company repays a portion of the above mentionedhefore the completion of this Issue
the Company will then mup such costs from the Neroceeds.

For further details in relation to security charged and negative covenants, please see the section titled
AFamci al | ndebt ed thieBrat®eddarring Rrgseectus 9 1

General Corporate Purposes

The Net Proceeds will be first utilized towards the objects mentioned aboveemlaiingbalance is

proposed to be utilized for general corporate purposes, including strategic initiatives, brand building
exercises and strengt haengicapapiiiesThée h€o@papprdy dsmamag & s
accordance with the policies of the Board of Directors, will have flexibility in utilizing any surplus amount.

Interim use of funds

The management dhe Companyin accordance with the policies establistwdthe Board from time to

time, will have flexibility in deploying the Net Proceeds. Pending utilization for the purposes described
above,the Companymay invest the funds in high interest bearing liquid instruments including money
market mutual funds, gesits with banks for the necessary duration or for reducing overdrafts. Such
investments would be in accordance with investment policies approved by the Board from time to time.
The Company confirms that, pending utilization of the Net Proceeds, itrsftallse the funds for any
investments in equity markets.

Issue Related Expenses

The expenses for this Issue include lead management fedsadcananagement fees, underwriting

commi ssi on, brokerage and sel | i ngandmarketingsezpensas,, regi
printing and distribution expenses, IPO Grading expenses, legal fees, bidding software expenses,
depository charges and listing fees to the Stock Exchanges and other expenses.

The estimated Issue related expenses are as under:

Activity Amount (Rs. | % of the Issue | % of total
million) Expenses Issue Size

Lead management fees, underwriting commission [ © [ © [ ©
selling commission (including commission to SCSBs
ASBA applications)
Regi strarbds fees [ © [ © [ ©
Advertisemat and marketing expenses [ © [ © [ O
Printing and distribution expenses [ © [ © [ ©
Advisors [ © [ © [ O
Bankers to the Issue [ © [ © [ O
IPO grading expenses [ © [ © [ O
Others (bidding software expenses, depository cha [ © [ © [ ©
listing fees, other exgnses etc.)

Total [ O [ © [ ©

Other than listing fee which will be borne only by the Company, all expenses relating to the Issue as
mentioned above will be shared between the Company and the Selling Shareholder in proportion to the
Equity Shares offered for sale or issued, as the case may be in the Issue.

Bridge Financing Facilities
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The Company has not raised any bridge loan against the proceeds of this Issue.
Working Capital Requirement

The Net Proceeds will not be used to meetthem@aa ny 6 s wor ki ng capital requi
expects to meet the Companyds working capital reqg
drawdown from existing debt facilities or availing new lines of credit.

Monitoring Utilization of Funds

In terms of Regulation 16 of th8EBI Regulationsthe Companthasap poi nt ed [ 0] as the
agency to monitor the utilization of the Net Proceeds. The Company in accordance with clause 49 of the
Listing Agreement undertakes to place the report{sh® Monitoring Agency on receipt before the Audit
Committee without any delay. The Company will disclose the utilisation of the Net Proceeds, including
interim use under a separate head in its balance sheet for such fiscal periods as required 8B&ér the
Regulations, the Listing Agreements with the Stock Exchanges and any other applicable laws or
regulations, clearly specifying the purposes for which the Net Proceeds have been utilized. The Company

will also, in its balance sheet for the applicabledlgperiods, provide details, if any, in relation to all such

Net Proceeds that have not been utilized, if any, of such currently unutilized Net Proceeds.

In accordance with clause 43A of the Listing Agreeméné Company shall furnish to the Stock
Exchanges on a quarterly basis a statement including material devjatiany, in the utilization of the
proceeds of the Issue for the objects of the Issue as stated above. This information will also be published in
newspapers simultaneously with the interor annual financial results after placing the same before the
Audit Committee. In the everthat the Monitoring Agency points out any deviation in the use of Net
Proceeds from the objects of the Fresh Issue as stated above, or has given any oth@rnmesdroat the

end use of funds, the Company shall intimate the same to the Stock Exchanges without delay. Further, on
an annual basighe Companyshall prepare a statement of funds utilized for purposes other than those
stated in this Draft Red Herrifgrospectus and place it before the Audit Commitsesshdisclosure shall

be madeuntil suchtime asthe Net Proceeds has been fully spent. The statement shall be certifteal by
statutory auditorsf the Company

Other confirmations

No part of the NeProceeds will be paid by the Company as consideration to the ProthetBitectors,
key managerial personhassociates dhe Group Companies.

Except as mentioned in this section, there are no material existing or anticipated transactions with the

Promoter, Directors, the members of the Promoter Grdhe,Group Companies okey managerial
personneln relation to the utilisation of the Net Proceeds.
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BASIS FOR ISSUE PRICE

The Issue Price will be determined by the Company and the Selling Shilmeshah consultation witlthe

GCBRLMs and the BRLMs on the basis of the assessment of market demand for the offered Equity Shares by the

BookBuildingPr ocess. The face value of the Equity Shares
times of the face value at the | ower end of the Pri
Band.

Qualitative Factors

Some @ the qualitative factors whiglfior the basis for computing the priceseset forth below

Presence in high growth segments
Established brands and market positioning
Strong distribution network

Integrated operations

Significant manufacturing capabilits
Experienced management team

For more details on qualitative f at9tofothissDraft RedfHerring t o
Prospectus.

Quantitative Factors

1. Basic and Diluted Earnings per share (EPS)
Year ended March 31 Basic EPS Diluted EPS Weight
2010 15.45 15.45 3
2009 9.61 9.59 2
2008 4.12 4.12 1
Weighted Average 11.62 11.61

Adjusted EPS (Basic and Diluted) for the half year ended September 30, 2010 (not annulisedd: Rs. 8.4

Note:

a) As the business of theompany wadransferred with effect from January 1, 2008, references to the fiscal year
ended March 31, 2008 refer to the period from January 1, 2008 to March 31, 2008.

b) The Company did not have any subsidiaries for the financial years ending March 31, 20083009 and
March31, 2010 and for half year ended September 30,.2010

c) Earningsper Equity Share andliluted earningsper EquityShare for the year endindarch 31, 2010, March 31,
2009 and March 31, 2008 based on the adjusted capital dwadsissue of EquityShares issued on September
10, 2010 in the ratio of 2:3.

2. Price Earnings Ratio (P/E)inre at i on t o the | ssue price of Rs.
a. P/ E based on Basic and Diluted EPS for the
b. Industry P/E
a. Highest :88.7
b. Lowest: 7.7

c. Industry Composite : 24.8

Sourcel ndustry: fAText il e PrXXW¥W9cNoenberl5C282010 a | Mar ket

3. Return on Networth (RoNW)
Year ended March 31 RoNW (%) Weight
2010 15.9 3
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Year ended March 31 RoNW (%) Weight
2009 12.3 2
2008 40.2 1
Weighted Average 18.75

Note:

a) As the business of th€ompany was transferred effective 1 January 2008, referendee tiiscal year ended
March 31, 2008 refer to the period from January 1, 2008 to March 31, 2008.

b) TheCompany did not have any subsidiaries for the financial years ending 31 March 2008, 31 March 2009 and 31
March 2010

Minimum Return on Total Net Wortfter Issue needed to maintain FAesue Basic EPS for the year
ended March 31, 2010fs 0 ]

Net Asset Value

NAV as at March 31, 2010 : Rs. 239.8%er Equity Share

NAV as at September 30, 2010 : Rs.104.42per Equity Share

Issue price 'Rs. [0] per Equity Share
NAV after the Issue : Rs. [O6] per Equity Share
Note:

a) NAV per Equity Share as at March 31, 2010 is on the basis of numbEguoity Shares outstanding as ldarch
31, 2010, without taking into account thenusissue of Equy Shares on September 10, 2010

Comparison with Industry peers

Face value EPS (Rs.) P/E RoNW (%) Book Value
(Rs.) as at For the year Ratio | For the year ended| Per share
March 31, ended March March 31, 2010 (Rs.)
2010 31, 2010 As at March
31, 2010
1. | The Company 10 15.45 [ © 15.9 239.82
Peer Group
2. | Bombay Rayon Fashiony 10 15.5 12.7 11.3 172.4
Limited
3. | Zodiac Cloth Co. Limited 10 15.9 27.8 16.4 110.9
Raymond Limited 10 1.6 88.1 0.9 191.1
5. | Nahar Spinning Mills 5 13.9 6.3 10.1 153.8
Limited
Industry Conposite 24.8
Peer Group Average 11.7 33.7 9.7 157.0

@ As at and for the year ended March 31, 2010, as restated

Source:l ndustry: fATextile Productsdp28MMaopi t al Market, Vol

Note:

a) For The Companyhook value peEquity Share as at March 31, 2010 is on the basis of numbEquoity Shares
outstanding as &flarch 31, 2010, without taking into account temusissue of EquityShares on September 10,
2010

The Issue price will bg 6tjmes of the face value of the Equity Shares. The Company, the Selling

Shareholderghe GCBRLMsand the BRLMs believes that the Issue Price ofR8.] i s justi fi ed

the above qualitative and quantitative parameters.
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STATEMENT OF TAX BENEFIT S

To,

The Board of Directors

Reid & Taylor (India) Limited
Marathon Innova IT Park,
B2-501 and G501,

Off G. K. Marg,

Lower Parel (West),
Mumbai- 400013

Dear Sirs,

Sub:  Certification of statement of Possible Tax Benefits in connection with InitiaPublic Offering by Reid
& Tayl or (I ndi a) Li mited (Athe Companyo) under Sec|
Capital and Disclosure RequirementsRe gul ati ons 2009 (Athe Regul ations

We, Haribhakti & Co., the statutory auditors of the Comphaye been requested by the management of the
Company having its registered office at the above mentioned address to certify the statement of tax benefits to the
Company and its Shareholders under the provisions of the Income Tax Act, 1961, Wealth TEB6A@nd Gift

Tax Act, 1958 presently in force in India as of date in connection with the proposed Initial Public Offerings of the
Company.

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

The benefits discussed in the enclosed statement are not exhaustive nor are they conclusive. The preparation of the
contents stated is the responsibility of t heovidkeompany?®o
general information and to guide the investors and is neither designed nor intended to be a substitute for professional

tax advice. A shareholder is advised to consult his/ her/ their own tax consultant with respect to the tax implications

of an investment in the equity shares particularly in view of the fact that certain recently enacted legislation may not

have a direct legal precedent or may have a different interpretation on the benefits, which an investor can avail.
Further, we have also incor@ted the amendments brought out by the Finance Act, 2010, where applicable. We do

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

. the Company or its Shareholders will continue to obtain these benefits in future; or
. the conditions prescréda for availing the benefits have been / would be met with;
. the revenue authorities/ courts will concur with the views expressed herein.

Our views are based on the existing provisions of law and its interpretations, which are subject to change from time
to time. We do not assume responsibility tedgte the views of such changes.
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This report is intended solely for your information and for inclusion in the Offer Document in connection with
the proposed Initial Public Offering of the Company andas to be used, referred to or distributed for any
other purpose without our prior written consent.

For Haribhakti & Co.
Chartered Accountants
Firm Registration No. 103523W

Rakesh Rathi
Partner
Membership No. 45228

Place: Mumbai
Date:December 1, 2010
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ANNEXURE

Statement of Special Tax Benefits:

There are no special tax benefits available to the Company and its shareholders.

Statement of General Tax Benefits available to the Company & its Shareholder under the Income Tax Act,

1961

1.

( A1 TherDjrectalaxd.aws presently in force in India:

Benefits available to the Company

As per Section 10(34) of the ITA, any income by way of dividends referred to in Sectioh Q16.e.
dividends declared, distributed or paid on or after 1st April, 2008doyestic companies) received on the
shares of any company is exempt from tax. Moreover, the company will also be entitled to avail the credit
of dividend received by it from its subsidiaries in accordance with the provisions of secti@h (12§ on

which tax on distributed profits has been paid by the subsidiary. Furthermore, the amount of above said
dividend shall be reduced by amount of dividend paid to any person for the New Pension System Trust
referred to in clause (44) of section 10 of the ITA.

As per Section 10(35) of the ITA, the following income will be exempt in the hands of the Company;

€) Income received in respect of the units of a Mutual Fund specified under clauseo{Z3&zYion
10; or

(b) Income received in respect of units from the Admmaistr of the specified undertaking; or

(c) Income received in respect of units from the specified company.

However, this exemption does not apply to any income arising from transfer of units of the Administrator
of the specified undertaking or of the speamifiCompany or of a mutual fund, as the case may be.

For this purpose (i) AAdministratoro means the Admi
of I ndia (Transfer of Undertaking and R&€pmany) Act,
as referred to in Section 2(h) of the said Act.

As per Section 2(29A) read with Section 2(42A), shares held in a company or a Unit of a Mutual Fund
specified under clause (23D) of Section 10 are treated as long term capital asset if the bafdebgrthe
assessee for more than twelve months period immediately preceding the date of its transfer. Accordingly,
the benefits enumerated below in respect of long term capital assets would be available if the shares in a
company or a Unit of a Mutual Rd specified under clause (23D) of Section 10 are held for more than
twelve months.

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

For this purpose, AEquiity Oriented Fundo means a fu

i. where the investible funds are invested by way of equigyeshin domestic companies to the
extent of more than sixty five percent of the total proceeds of such funds; and

ii. which has been set up under a scheme of a Mutual Fund specified under Section 10(23D) of the
I TA. As per Section da4akJBrofvhite thécCbapang i
reduce the long term capital gains to which the provisions of Section 10(38) of the ITA apply and
will be required to pay Minimum Alternate Tax @ 18% (plus applicable surcharge and education
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cess) of the book pfits.

4, As per Section 54EC of the ITA and subject to the conditions and to the extent specified therdarniong
capital gains (in cases not covered under Section 10(38) of the ITA) arising on the transfer eeariong
capital asset will be exemptfro capi t al gains tax to the extent s
term specified asseto within a period of 6 mont
investment made on or after April 1, 2007 in the long term specified hgsah assessee during any
financial year cannot exceed Rs. 50 Lacs.

ucl
hs

However, if the assessee transfers or converts the long term specified asset into money within a period of
three years from the date of its acquisition, the amount of capital gains exkeegrtier would become
chargeable to tax as lotgrm capital gains in the year in which the long term specified asset is transferred
or converted into money.

A Along term specified assetodo for maki n@/ meamy est men
any bond, redeemable after three years and issued on or after the 1st April 2007 by:

0] National Highways Authority of India constituted under Section 3 of the National Highways
Authority of India Act, 1988; or

(i) Rural Electrification Corporation ilmited, a company formed and registered under The
Companies Act, 1956.

5. As per Section 111A of the ITA, short term capital gains arising to the Company from the sale of equity
share or a unit of an equity oriented fund transacted through a recognize@xtbakge in India, where
such transaction is chargeable to securities transaction tax, will be taxable at the rate of 15% (plus
applicable surcharge and education cess).

6. As per Section 112 of the ITA, taxable letegm capital gains, if any, on salelisted securities or units or
zero coupon bonds will be charged to tax at the concessional rate of 20% (plus applicable surcharge and
education cess) after considering indexation benefits in accordance with and subject to the provisions of
Section 48 of th ITA or at 10% (plus applicable surcharge and education cess) without indexation benefits,
at the option of the Company. Under Section 48 of the ITA, the long term capital gains arising out of sale
of capital assets excluding bonds and debentures (eQegyital Indexed Bonds issued by the Government)
will be computed after indexing the cost of acquisition/ improvement.

7. Under Section 115JAA(1A) of the ITA, credit is allowed in respect of any Minimum Alternate Tax
(6 MATO) pai d under ASo any asseasmentlybal &@mnoeficing dn er attem April 1,
2006. Tax credit eligible to be carried forward will be the difference between MAT paid and the tax
computed as per the normal provisions of the ITA for that assessment year. Such MAT credieid tlo
be carried forward for set off purposes for up to 10 years succeeding the year in which the MAT credit is
allowable.

8. The company will be entitled to amortize preliminary expenses being the expenditure incurred on public
issue of shares, under Secti35D(2)(c)(iv) of the Act, subject to the limit specified in Section 35D(3) and
fulfillment of requirements u/s 35(1) (ii).

9. Deduction under Section 32s per provisions of Section 32(1)(iia) of the Act, the company is entitled to
claim additional depi@ation of 20% of the actual cost of any new machinery or plant which has been
acquired and installed after 31st March, 2005 subject to fulfillment of conditions prescribed therein.

10. Shortterm capital loss suffered during the year shall be set off agagmbe if any under the head capital
gain; balance loss if any, could be carried forward for set off against capital gains of future years upto eight
subsequent assessment years.

11. Long-term capital loss suffered during the year is allowed to befEenly against longterm capital gains;
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balance loss, if any, could be carried forward for eight years for claimirgset agai nst subsequ
long-term capital gain.

Tax Benefits available to shareholders of the Company under the Income Tax Act981
Resident shareholders

1. Under Section 10(32) of the IT Act, any income of minor children who is a shareholder of the
Company clubbed in the total income of the parent under Section 64(1A) of the IT Act, will be
exempt from tax to the extent ofsR1,500 per minor child whose income is so included in the
income of the parent.

2. The Company is required to pay a o6dividend di st
(including applicable surcharge and education cess) on the total anistubuted or declared or
paid as dividend (interim/final). Under Section 10(34) of the IT Act, income by way of dividend
referred to in Section 116 of the IT Act, received on the shares of the Company is exempt from
income tax in the hands of sharehokldHowever, it is pertinent to note that Section 14A of the IT
Act restricts claims for deduction of expenses incurred in relation to exempt income. Thus, any
expenses incurred to earn the dividend income are not an allowable expenditure.

3. The charaterization of the gains/losses, arising from transfer of shares, as capital gains or
business income would depend on the nature of holding (whether for investment or carrying on
trading in shares) in the handstlé shareholder and various other factors.

4, €) The longterm capital gains (under section 2(29B) of the IT Act) accruing to the
sharehol ders of the Company on sale of the (
through a recognized stock exchange in India, and where such transactiangsable
to securiti esSTMON andacteixoenmpttaxf r(ofim tax as pe
10(38) of the IT Act.

(b) The shorterm capital gains (under section 2(42A) of the IT Act) accruing to the
shareholders of the Company on transfer of theCam y 6 s equi ty shares i
carried out through a recognized stock exchange in India, and where such transaction is
chargeable to STT, tax will be chargeable at 15% (plus applicable surcharge and
education cess) as per provisions of Section 1afl#e IT Act. Further no deduction
under Chapter VA of the IT Act, would be allowed in computing such short term capital
gains subjected to tax under Section 111A. In other cases, where the transaction is not
subjected to STT, the short term capitalngaivould be chargeable as a part of the total
income and the tax rates would depend on the income slab.

(c) As per the provisions of Section 112 of the IT Act, long term gains accruing/ arising to
the shareholders of the Company from the transfer of shaeeurities of the Company
being listed in recognized stock exchanges, where no security transaction tax is paid then
it is chargeable to tax at 10% (plus applicable surcharge and education cess) after
deducting from the sale proceeds the cost of ad@risivithout indexation or chargeable
to tax at the rate of 20% (plus applicable surcharge and education cess) afiegdiae
benefit of indexationsurcharge and education cess, whichever is lower. Under Section
48 of the IT Act, the long term capitghins arising out of sale of capital assets excluding
bonds and debentures (except Capital Indexed Bonds issued by the Government) will be
computed after indexing the cost of acquisition / improvement.

(d) Shareholders are entitled to claim exemptioneispect of tax on long term capital gains
(other than those exempt under Section 10(38) of the IT Act) under Section 54EC of the
IT Act, if the amount of capital gains is invested in certain specified bonds / securities
within six months from the date ofansfer, subject to the fulfilment of the conditions
specified therein. The maximum investment permissible on and after April 1, 2007 for
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the purposes of claiming the exemption in the notified bonds, by any person in a financial
year, is Rs. 50 lacs. Hower, according to Section 54EC(2) of the IT Act, if the
shareholder transfers or converts the notified bonds into money within a period of three
years from the date of their acquisition, the amount of capital gains exempted earlier
would become chargeabte tax as long term capital gains in the year in which such
bonds are transferred or otherwise converted into money.

(e) Shareholders that are individuals or Hindu undivided families can avail of an exemption
under Section 54F of the IT Act, by utilizatiof the net consideration arising from the
transfer of the Companyds share held for a
exempt under Section 10(38)), for purchase / construction of a residential house within
the specified time period and subjézthe fulfillment of the conditions specified therein.

5. As per Section 74 Shetérm capital loss suffered during the year is allowed to beféaigainst
shortterm as well as lonterm capital gains of the said year. Balance loss, if any, coutdrbied
forward for eight years for claiming setf f agai nst subsequent years®o
term capital gains. Lonterm capital loss suffered during the year is allowed to befsafainst
long term capital gains. Balance loss, if anyyldde carried forward for eight years for claiming
setof f agai nst s u-tesneapiiabgains. year sd | ong

6. As per section 56 (2) (vii) Where an individual or a Hindu undivided family receives from any
person on or after the 1st day of October, 208% property, (moveable/immovable property
includes shares & securities [being capital asset of the assessee]),

® without consideration, the aggregate fair market value of which exceeds fifty thousand
rupees, the whole of the aggregate fair markatevaf such property shall be chargeable
to incometax under the head Income from other sources;

(i) for a consideration which is less than the aggregate fair market value of the property by
an amount exceeding fifty thousand rupees, the aggregate fdietmalue of such
property as exceeds such consideration shall be chargeable to itzcoumer the head
Income from other sources.

Provided that this clause shall not apply to any property received:

€)) from any relative; or

(b) on the occasion of hmarriage of the individual; or

(c) under a will or by way of inheritance; or

(d) in contemplation of death of the payer or donor, as the case may be; or

(e) from any local authority as defined in the Explanation to clause (20) of Section 10 of Alog IT
or

)] from any fund or foundation or university or other educational institution or hospital or other
medical institution or any trust or institution referred to in clause (23C) of Section 10 of the IT
Act; or

(9) from any trust or institution regiered under Section 12AA of the IT Act.
Non-resident shareholders other than Foreign Institutional Investors

1. Under Section 10(32) of the IT Act, any income of minor children, who is a shareholder of the
Company, which is clubbed with the toiatome of the parent under Section 64(1A) of the IT
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Act, will be exempt from tax to the extent of Rs.1,500 per minor child whose income is so
included.

The Company is required to pay a O6dividend di st
(including applicable surcharge and education cess) on the total amount distributed or declared or

paid as dividend. Dividend (whether interim or final) declared, distributed or paid, under Section

1150 of the IT Act, by the Company are exempt in the handshaieholders as per the

provisions of Section 10(34) of the IT Act. However, it is pertinent to note that Section 14A of the

IT Act restricts claim for deduction of expenses incurred in relation to exempt income. Thus, any
expenses incurred to earn theidend income are not an allowable expenditure.

The characterization of the gains/losses, arising from transfer of shares, as capital gains or
business income would depend on the nature of holding (whether for investment or carrying on
trading in shaas) in the hands of the shareholder and various other factors.

The longterm capital gains accruing/ arising to a shareholder of the Company, being a non
resident, on transfer of the Companyds equity
recogrized stock exchange in India, and where such transaction is chargeable to STT, is exempt

from tax as per provisions of Section 10(38) of the IT Act.

The shorterm capital gains accruing/ arising to a shareholder of the Company on transfer of the
Compmyds equity shares in a transaction carried
India, and where such transaction is chargeable to STT, tax is chargeable at 15% plus applicable
surcharge and education cess as per provisions of Section 111A of thet.IFurther, no

deduction under Chapter M and rebate would be allowed in computing such short term capital

gains subjected to tax under Section 111A. In other case, i.e. where the transaction is not subjected

to STT, the short term capital gains woblel chargeable as a part of the total income and the tax

rate would depend on the income slab.

As per the provisions of Section 112 of the IT Act, long term gains accruing/ arising to the
shareholders of the Company from the transfer of shares/ gezofithe Company being listed in
recognized stock exchanges, where no security transaction tax is paid then it is chargeable to tax at
10% (plus applicable surcharge and education cess) after deducting from the sale proceeds the cost
of acquisition withait indexation or chargeable to tax at the rate of 20% (plus applicable surcharge
and education cess ) after claiming the benefit of indexation surcharge and education cess,
whichever is lower.

Under the provisions of Section 90(2) of the IT Act, i€ tprovisions of the Double Taxation
Avoidance PfgMépmbert wéeédn I ndia and t heesidentuntry o
are more beneficial, then the provisions of the DTAA shall be applicable.

The shareholders are entitled to claim exemptiorespect of tax on long term capital gains other
than those exempt under Section 10(38) of the IT Act under Section 54EC of the IT Act, if the
amount of capital gains is invested in certain specified bonds / securities within six months from
the date ofrlansfer subject to the fulfilment of the conditions specified therein. The maximum
investment permissible for the purposes of claiming the exemption in the notified bonds by any
person in a financial year is Rs. 50 lacs. However, according to Sectio@(3% & the IT Act, if

the shareholder transfers or converts (otherwise than by transfer) the notified bonds into money
within a period of three years from the date of their acquisition, the amount of capital gains
exempted earlier would become chargedbléax as long term capital gains in the year in which
such bonds are transferred or otherwise converted (otherwise than by transfer) into money.

Individual shareholders can avail of an exemption under Section 54F by utilization of the net
considerata ari sing from the sale of companyds shar
(which is not exempt under Section 10(38)), for purchase/construction of a residential house
within the specified time period and subject to the fulfilment of the condispasified therein.

55



10.

11.

12.

As per the first proviso to section 48, capital gains arising from the transfer of shares of the
Company, shall be computed by converting the cost of acquisition, expenditure incurred wholly
and exclusively in connection with sutthnsfer and the full value of the consideration received or
accruing as a result of the transfer of the capital asset into the same foreign currency as was
initially utilised in the purchase of the shares. Cost Indexation benefit will not be availabiehin

a case. The capital gains so computed in such foreign currency shall be reconverted into Indian
currency and such manner of computation of capital gains shall be applicable in respect of capital
gains accruing or arising from every reinvestment tHwean, and sale of, shares of the
Company.

As per Section 74 Shetérm capital loss suffered during the year is allowed to beféaigainst

shortterm as well as lonterm capital gains of the said year. Balance loss, if any, could be carried
forward for eight years for claiming setf f agai nst subsequent yearso
term capital gains. Lonterm capital loss suffered during the year is allowed to befepainst

long term capital gains. Balance loss, if any, could bdeshforward for eight years for claiming

setof f agai nst s u-tesneapiiabgains. year sd | ong

As per section 56 (2) (vii) Where an individual or a Hindu undivided family receives from any
person on or after the 1st day of October, 2009, anyeptpp(moveable/immovable property
which includes shares & securities [being capital asset of the assessee]),

® without consideration, the aggregate fair market value of which exceeds fifty thousand
rupees, the whole of the aggregate fair market valseich property shall be chargeable
to incometax under the head Income from other sources;

(i) for a consideration which is less than the aggregate fair market value of the property by
an amount exceeding fifty thousand rupees, the aggregate fair matket of such
property as exceeds such consideration shall be chargeable to itzcoumeer the head
Income from other sources.

Provided that this clause shall not apply to any property received

(@)
(b)
(€)
(d)
(e)

(f)

(9)

13.

from any relative; or

on the occasion of the nraage of the individual; or

under a will or by way of inheritance; or

in contemplation of death of the payer or donor, as the case may be; or

from any local authority as defined in the Explanation to clause (20) of Section 10 of the IT Act;
or

from any fund or foundation or university or other educational institution or hospital or other
medical institution or any trust or institution referred to in clause (23C) of Section 10 of the IT
Act; or

from any trust or institution registateinder Section 12AA of the IT Act.

As per Section 115E of the ITA, in the case of a shareholder being -&Ré&kident Indian, and
subscribing to the shares of the Company in convertible foreign exchange, in accordance with and
subject to the prescrideconditions, long term capital gains arising on transfer of the shares of the
Company (in cases not covered under Section 10(38) of the ITA) will be subject to tax at the rate
of 10% (plus applicable surcharge and education cess), without any indexatedit.b

56



14.

15.

16.

17.

As per Section 115F of the ITA and subject to the conditions specified therein, in the case of a
shareholder being a Neresident Indian, gains arising on transfer of a long term capital asset
being shares of the Company will not be chargeabtaxdf the entire net consideration received

on such transfer is invested within the prescribed period of six months in any specified asset or
savings certificates referred to in Section 10(4B) of the ITA. If part of such net consideration is
invested witin the prescribed period of six months in any specified asset or savings certificates
referred to in Section 10(4B) of the ITA then such gains would not be chargeable to tax on a
proportionate basis. Further, if the specified asset or savings certificatkich the investment

has been made is transferred within a period of three years from the date of investment, the
amount of capital gains tax exempted earlier would become chargeable to tax as long term capital
gains in the year in which such specifiedet or savings certificates are transferred.

As per Section 115G of the ITA, NdResident Indians are not obliged to file a return of income
under Section 139(1) of the ITA, if their only source of income is income from specified
investments or long ter capital gains earned on transfer of such investments or both, provided tax
has been deducted at source from such income as per the provisions of Chapt8roX\thie

ITA.

As per Section 115H of the ITA, where N&egsident Indian becomes assessablerasident in

India, he may furnish a declaration in writing to the Assessing Officer, along with his return of
income for that year under Section 139 of the ITA to the effect that the provisions of Chapter XIIA
shall continue to apply to him in relation $och investment income derived from the specified
assets for that year and subsequent assessment years until such assets are converted into money.

As per Section 115l of the ITA, a NdResident Indian may elect not to be governed by the
provisions of Chater XII-A for any assessment year by furnishing a declaration along with his
return of income for that assessment year under Section 139 of the ITA, that the provisions of
Chapter XItA shall not apply to him for that assessment year and accordinglytaisricome for

that assessment year will be computed in accordance with the other provisions of the ITA.

For the purpose ofReasfidreenstaildn ddlaanws ense afhdonan | nd
of I ndia or a person efkidedtan @&r pgirsowhseshiasl n
Indian origin if he, or either of his parents or any of his gypacents, was born in undivided

India.

B.2 Non-resident shareholders Foreign Institutional Investors

1.

The Company i s r egrud rcids ttroi bpuatyi oan &étdaixvdi dcur r ent |
(including applicable surcharge and education cess) on the total amount distributed or declared or

paid as dividend (interim/final). Under Section 10(34) of the IT Act, income by way of dividend

referred to in Section 11® received on the shares of the Company is exempt from income tax in

the hands of shareholders. However it is pertinent to note that Section 14A of the IT Act restricts

claim for deduction of expenses incurred in relation to exengoime.

The characterization of the gains/losses, arising from sale of shares, as capital gains or business
income would depend on the nature of holding (whether for investment or trading in Equity
Shares) in the hands of the shareholder and varioas fatttors.

€) The longterm capital gains accruing to the shareholders of the Company on sale of the
Companydéds shares in a transaction carried o
India, and where such transaction is chargeable to STT, is éxeomp tax as per
provisions of Section 10(38).

(b) The shortterm capital gains accruing / arising to the members of the Company on sale of
the Companyds equity shares in a transacti i
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exchange in India, and wheraich transaction is chargeable to STT, tax will be
chargeable at 15% plus applicable surcharge and education cess as per provisions of
Section 111A. In other case, i.e. where the transaction is not subjected to STT, as per the
provisions of Section 115AD ahe Act, the short term capital gains would be chargeable

to tax at 30% plus applicable surcharge and education cess.

(c) As per the provisions of Section 115AD of the Act, long term gains accruing to the
shareholders of the Company from the transfeshaires of the Company being listed in
recognized stock exchanges and purchased in foreign currency, otherwise than as
mentioned in point 3(a) above, are chargeable to tax at 10% plus applicable surcharge
and education cess. The benefit of indexation aral d@tjustment with respect to
fluctuation in foreign exchange rate would not be allowed to such shareholders. The
filing of return under section 139(1) for income computed under Section 115AD is
mandatory. Further, where the Gross Total Income (GTI) ofrthmbers includes any
income on which tax has been paid as per special rates provided under Section 115AD,
then the GTI shall be reduced by the amount of such income and deduction under chapter
VIA shall be allowed in respect of reduced GTI.

(d) The shareblders are entitled to claim exemption in respect of tax on long term capital
gains under Section 54EC of the IT Act, if the amount of capital gains is invested in
certain specified bonds /securities within six months from the date of transfer subject to
the fulfillment of the conditions specified therein. The maximum investment permissible
for the purposes of claiming the exemption in the notified bonds by any person in a
financial year is Rs. 50 Lacs. However, according to section 54 EC(2) of the ITf Act,
the shareholder transfers or converts (otherwise than by transfer) the notified bonds into
money within a period of three years from the date of their acquisition, the amount of
capital gains exempted earlier would become chargeable to tax as lontpfetah gains
in the year in which such bonds are transferred or otherwise converted (otherwise than by
transfer) into money.

4, Under the provisions of Section 90(2) of the IT Act, if the provisions of the DTAA between India
and the country of resideaof the norresident are more beneficial, then the provisions of the
DTAA shall be applicable.

5. As per Section 74 Shetérm capital loss suffered during the year is allowed to befeainst
shortterm as well as lorterm capital gains of the shyear. Balance loss, if any, could be carried
forward for eight years for claiming setf f against subsequent yearsbéo
term capital gains. Lonterm capital loss suffered during the year is allowed to befEepainst
long termcapital gains. Balance loss, if any, could be carried forward for eight years for claiming
setof f agai nst s u-tesneapiiabgains. year sd | ong

Tax Benefits available to the shareholders under the Wealth Tax Act, 1957

Equity Shares of compartyeld by the shareholder will not be treated as an asset within the meaning of
Section 2(ea) of Wealth Tax Act, 1957. Hence no Wealth Tax will be payable on the market value of shares
of the Company held by the shareholder of the Company.

Tax Benefitsavailable to the shareholders under the Gift Tax Act, 1958

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

Benefits available to Mutual Funds

As per the provisions of Section 10(23D) of the IT Act, any income of Mutual Funds registered under the
SEBI Act, 1992 or regulations made thereunder, Mutual Funds set up by public sector banks or public
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financial institutions or Mutual Funds authoridey RBI would be exempt from income tax, subject to the
conditions as the Central Government may by notification in the Official Gazette specify in this behalf.
However, Mutual Funds will be liable to pay tax on distributed income to unit holders unden3d&R

of the IT Act.

V1. Tax Deduction at Source

No incometax is deductible at source from income by way of capital gains under the present provisions of
the IT Act, in case of residents. However, as per the provisions of section 195 of the IfyAntame by

way of capital gains, payable to non residents (other thantéong capital gains exempt under section

10(38) of the IT Act), may be eligible to the provisions of witilding tax, subject to the provisions of the
relevant tax treaty. Accondgly income tax may have to be deducted at source in the case cfrasidant

at the rate under the domestic tax laws or under the tax treaty, whichever is beneficial to the assessee unless
a lower withholding tax certificate is obtained from the tatharities. As per section 196D, no tax is to be
deducted from any income, by way of capital gains arising from the transfer of shares payable to Foreign
Institutional Investor.

Notes:

A The above Statement of Po s sisirseflalinasunmaryTnsarnerBe n e f i
only and is not a complete analysis or listing of all potential tax consequences of the purchase, ownership
and disposal of equity shares;

A The above Statement of Possi bl e Defits available Toahe Benef
Company and its shareholders under the current tax laws presently in force in India.

A This statement is only intended to provide gener a
intended to be a substitute for pesbional 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 iristhee;

A I n r e s-psderts, theftax m@sand the consequent taxation mentioned above shall be further
subject to any benefits available under the Double Taxation Avoidance Agreement, if any, between India and

the country in which the neresiden has fiscal domicile; and

A The stated benefits wil.l be avail able only to the
share holders.
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SECTION IV: ABOUT THE COMPANY
INDUSTRY OVERVIEW

The informaibn in this section is derived from a combination of various official and unofficial publicly available
materials and sources of information. It has not been independently verified by the Company, the Selling
Shareholders, the GCBRLMs and the BRLMs orr tresipective legal or financial advisors, and no representation

is made as to the accuracy of this information, which may be inconsistent with information available or compiled
from other sources.

Global Textile and Apparel (T&A) Industry

The removal ofjuota regime on January 1, 2005 significantly changed the global textiles and apparel trade. The
international textile trade between nations saw manifold increases as the manufacturing base shifted to relatively
low-cost Asian countries such as China, §adesh, India, Indonesia and Malaysia. Asian countries became the key
exporters, and the higtost producers and key consumers like the U.S. and the EU became the key importers.

In 2009, world apparel production stood @8$140 billion, with 71% of prasttion accounted for by Asian
countries. The U.S. and the EU accounted for 11% and 14% of global production respectively.

As a mature industry segment, the growth rate of the global Textile and Apparel industry mirrors the growth rate in
global GDP. Ofhe total apparel retail market valued at approximately US$500 billion in 2009, and the U.S. and the
EU accounted for 33% and 30% respectively.

World Apparel Production* 7 Break-up 2009 World Apparel Market *i Break-up 2009
EU Others Others
14% 4% 5% Asia

us A EU 32%
1% 30%_
(i} ’

us
71% 33%
* Whole-sale level;” Retail level
Source: CARE Research
Outlook on Indian economy
I ndi a, the worl dbébs | argest democracy in terms of popul
power parity basis at approxi mately USHBSéutdCebtral i n 20

Intelligence Agency Factbook 2009 & RBI). This makes it the folathest economy in the world after USA,

China and Japan. During the piteeralisation period, India was always considered an agrarian economy adhering to
socialist polites with more than 70% of the GDP being contributed by agriculture growth. In 1991, the Government
of India (Gol) initiated a series of economic reforms to promote industrial growth to bring in economic stability and
growth. The new policies (liberal) inaled opening of international trade and investment, privatisation, tax reforms
etc to transform the economy from socialism to capitalism. Due to this, the low annual growth rate of the economy
of India which stagnated at about 3.5% from 1950s to 1980mbiEased to above 8% average GDP growth from
20042009. This makes India one of the fastest growing emerging economies in the world. CARE Research expects
the overall GDP to touch the double digit figure by 2015 at 10% led by higher domestic consumgpbtiaveth in

exports.
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GDP Growth Rate India

FY 2006 2007 2008 2009 2010 2011(E) 2012(E) 2013(E) 2014(E) 2015(E)
GDP 949 971 922 672 744 850 900 900 950 10.00
Agriculture | 5.25 3.68 4.73 158 022 400 3.00 300 3.00  4.00
Services |11.10 1017 1051 9.75 853  10.00 11.00 11.00 1150 11.50
Industry 928 12.75 9.49 387 927 850 900 950 10.00  10.50

Source: RBI & CARE Research (Economics Cell)

The Index of Industrial Production (lIP), a barometer of the manufacturing activity in thérygolas shown a

growth of 11.6% in the first quarter of FY11 as against the growth of 3.9% in the same quarter of the FY10. The
strong performance of IIP in last few months and the improving business sentiment underscores that the Indian
economy is firmlyon the recovery path. The recuperating demand conditions on the back of the government
stimulus package, improving employment situation, resumption in foreign capital inflows, recovering financial
markets and stabilising export demand have supported lynatmentum of the Indian economy. GDP growth of

7.4% during FY10 has been one of the highest achieved globally during the difficult times.

Accordi to CARE Ratingébs

ng

Economic

Research team,

in FY11 and further increase to 9% in FY12. Robust recovery seen in the last quarter of FY10 is likely to continue
the momentum, driven by buoyant performance of the industrial sector, a better performance of the monsoon

relative to last year, and sustainedliesce of services sector.

Indian T&A Industry

The Indian T&A industry is estimated on the basis of industry interactions by CARE Research to be worth Rs. 2,700
billion in 2010. It has witnessed robust growth over the last two decades, especiallpénitideafter the abolition

of the Quota regime on January 1, 2005, which led to free-bmsier textile trade. India is positioned as a key
manufacturing destination with inexpensive labor, abundant cotton supplies and healthy designing skills.

Approximat el 'y 65% of the tot al

T&A production

(whol esal e

textiles and apparel consumption is estimated by CARE Research at Rs. 1,750 billion (wholesale level), of which
apparel accounts for approximately 71%dia exported US$20 billion worth of textiles and apparel of which 45%

are apparel exports.

Indian T&A industry

Indiamn T&& manket
Rs. 2,700 Bn. [ USE 5% Bn

Exparts
Rs. 950 Bn. f LS
20 Bn

Textiles
Rs. 525 Bn. f LISD
11 Bn

Textiles
Rs. 500 Bn. f LISk

Apparels
Rs. 425 Bn. f USD

Apparels
Rs. 1,250 Bn. f USD

9 Bn

Note: Exchange Rate: US$1.00 = Rs. 47
Source: CARE Research, Office of Textile Commissioner
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T&A is one of the largest and the most imfamt sectors for the Indian economy in terms of output, foreign
exchange earnings and empl oyment. I't contributes appro
country's GDP and 17% of the c¢ oun tymentGosovee 36pndliontpeoplar ni ngs
and is the second largest provider of employment after agriculture. The development of this sector has had a
significant overall impact on the economy. Indian T&A makes up approximately 4% of the global T&A market. As

an indistry with economic importance, the textile industry has always been able to attract the concern of the
government. The government has therefore introduced policies such as TUFS, SITP, low excise duty, high import

duty (to discourage imports) and NTP tab#t the development of the textile sector.

The largest sector of the textile industry is the decentralized powaer and knitting sector. The major sabctors

that comprise the textile sector include the organized Cottonfivede Fiber Textile Mill mdustry, the Mamimade
Fiber/Filament Yarn Industry, the Wool & Woolen Textile Industry, the Sericulture and Silk Textiles Industry,
Handlooms, the Jute & Jute Textiles Industry and Textiles Exports.

A growing economy, rising disposable incomes and thevigip aspirations of Indian consumers are expected to
continue driving growth in the Indian T&A industry.

Indian Apparel Industry

According to CARE Research estimates (based on industry interactions), the Indian apparel market grew at a CAGR
of 6.5% fromRs. 1,225 billion in 2005 to Rs. 1,675 billion in 2010 (wholesale level). The Indian apparel market
comprises domestic apparel consumption and exports. The domestic market is estimated to be worth Rs. 1,250
billion in 2010 (at the wholesale level). Doniestetail level spending on apparel has been growing at a rate of
around 13 14 %. The apparel market size at the retail level is estimated by CARE Research at Rs. 2,000 billion in
2010. According to CARE Research, the retail purchase of apparel isekpectouble to approximately Rs. 4,000

billion by 2015, a CAGR of approximately 15%, due in large part to the following factors:

1. Rising level of disposable incomeAccording to CMIE data, per capita disposable income grew at a
CAGR of close to 13% ovehé period from 2005 to 2010. This rise in disposable income led to a healthy
growth in the consumption of apparel. Per capita disposable income is expected to grow at a similar rate
over the next five years, thereby driving growth in the demand for apparel

35,000

30,000 - 28,366
25,375

31,566

| 22,911
25,000 21,289

20,000

15,000

10,000

5,000

a

FYa5 FYo6 a7

M Personal Disposable income (in Rs.)

Source: CARE Research
Source: CMIE

2. Growing preference for ready-to-wear apparel: The rapid shift in preference from taitarade to ready

to-wear apparel should drive growth in the Indian apparel industry. This is primarily due tosthe ea
availability of readyto-wear apparel in different sizes, pattern and colors. High pressure work
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environments leave the consumer with little time to go to the tailor, leading to an increase in the demand
for readyto-wear apparel.

Increasing penetration of organized retail: The robust growth of the Indian retail market is another
driver of the growth of the Indian apparel market. The increasing number of retail outlets should boost
growth in the Indian clothing industry. Changing preferences towardallecufture of shopping and the
related opening of large numbers of new malls, riarkind outlets, exclusive brand outlets, lifestyle stores,
and other retail outlets are driving growth in apparel sales.

Penetration Level

8 -
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Source: CARE Research
Changing onsumer habits:As t he | i festyles of I ndi ads prosperou

clothing needs have broadened, reflecting a greater number of occasions for clothing styles. For men,
clothing choices once fit into three basic categories: hees, work clothes, and special occasion wear.

Now, with more fAsocializingd opportunities, men ar
party wear, sportswear, or clothes for going out to the mall. This is also true for women, especially in
metropolitan areas and larger towns.

Increasing trend towards urbanization: The urbanization rate in India was just 28% of the population in

2005. I ndiads urbanization rate is among the | owest
in cities is expected to grow by 300 million. These new urban dwellers will demand apparel in new styles

and fashions to match their new lifestyles.

Comparatively younger populace The medi an age of I ndi ads popul ati
comparison tathe global average of around 28 years. A younger population spends more on lifestyle
products as compared to an older population thereby driving growth in the Indian fashion apparel market.

Out of the Rs.1,675 billion Indian apparel market (wholesaleepriapproximately 75% is consumed
domestically. The domestic apparel market is expected by CARE Research to grow from Rs. 1,250 billion
in 2009 to Rs. 1,800 billion in 2015, a CAGR of 7.6%. Exports are expected by CARE Research to grow at
a CAGR of 18% frmn Rs. 425 billion in 2010 to Rs. 975 billion in 2015.
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Outlook for the Indian Apparel Market - Rs. billion
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Domestic Apparel Market

The domestic Indian apparel market can be divided into three segments,

. Mends apparel;

. Womends apparel; and

. Kids' apparel (including uniforms).

Mends apparel is the |l argest segment of the domestic |

penetration of organized manufacturers and brands is the most in this segthentmafket. The size of the men's
apparel segment is expected to grow at a rate of 6.8% from 2010 to 2015, and will continue to enjoy the largest
share in the domestic apparel market.

Segmentwise breakup i 2010(E) Segmentwise breakup i 2015(E)

H Me Apparel

" Kids Apparel

Source: CARE Research
At the wholesale level, CARE Research expects, the domestic apparel market to grow from Rs. 1,250 billion in 2009

to Rs. 1,800 billion in 2015, a CAGR of 7. 6 %. Mendés ap
of 6.8%,from Rs. 519 billion in 2010 to Rs. 720 billion in 2015.
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At the retail level, the growth rates are expected to be much higher at 18% per annum. According ©ARE
Research, retail purchase of apparel is expected to double from Rs. 2,000 billion in 2010 to approximately Rs. 4,000

billion by 2015, a CAGR of approximately 15%. Ret ail <
rate.

Menswear

Accordng t o CARE Research, menbds apparel is the | argest s

estimates the market size at Rs. 519 billion in 2010 and it is expected to grow at a CAGR of 6.8% to Rs. 720 billion
in 2015. The level of penetration ofganized manufacturers and brands is the most in this segment of the domestic
apparel market. Shirts, trousers and suits contribute almost 71.2% to the domestic apparel market and these
segments are expected to maintain their market share in the futer&-shirts market is expected to experience the
hi ghest growth over the next 5 years. Ot her mends
and dhotis/lungis. Brand loyalty factor is high amongst the menswear segment, especiallgrénttum and super
premium segment.

gar m

Category-wise breakup Mensweari 2010(E)

Category-wise breakup Mensweari 2015(P)

Others

Inner-wear 13.6%
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Inner- Others
wear 13.1% Shirts
7.4%

36.2%

T-Shirts
8.5%
Suits
8.7%
Trousers
26.1%

Source: CARE Research
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Key Brands

Louis Vuitton, Chanel, Gucci,
Luxury Zegna, Dunhill

Nautica, Lacoste, Manzoni, Gant, Espirit,
Tommy, Stephens Brothers

Suner Premiuum

Lohis Philippe, Wills Lifestyle, Van

Premium Heusen,Raymond, Zodiac, Reid & Taylor
_ Peter England, Koutons, Excalibu
Mid Market John Players, Belmonte
Economy Regional Brands, World Player
Low Unbranded
Source: CARE Research
Menb6s shirts
CARE Research valued thmar k e t in mends shirts at Rs . 191 billion

category, commands the largest market share (36.8%) in the menswear segment with the greatest number of
manufacturers and brands competing in the market. This markepéstes to grow at a CAGR of 6.4% over the

next five years, and is projected to be worth Rs. 261 billion in 2015. The growth in this product category at the retail
level is expected to be at a CAGR of 13% from Rs. 420 billion in 2010 to Rs. 770 billi@it &rowth can be
attributed to the increased penetration of re@dyear shirts in the market place, especially in the rural markets,
rising income levels and the easy availability of retmyear shirts in various colors, sizes and patterns at malls

and local garment retailers.
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Me n 6 s TS2BLO(E) 2015(P)i Rs. Billion
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The mar ket for mendés shirts can be divided into five
eagerness to buy and the plpization of formal wear at the workplace is driving growth in the super premium,
premium and medium shirts category. The highest growth is expected in the super premium category, followed by
the premium category. This can also be attributed to the unttimsh of more domestic and international brands in

these categories.

Categorywi se breakup of Mends Shirts
Mends Shirts 2006 2010(E) 2015(P)
Super premium (Rs.1,808bove) 1.5% 2.2% 2.8%
Premium (Rs.1,20®s.1,800) 9.4% 10.8% 12.0%
Medium (Rs. 700 Rs.1,200) 17.4% 18.5% 20.0%
Economy (Rs. 400 Rs. 700) 23.5% 23.6% 23.8%
Low (Up to Rs. 400) 48.2% 44.9% 41.4%

Source: Images yearbook business of fashion 2010, Volume VII, No. 1 (Images), CARE Research

Mends Trousers

The trousers categoryistheseed | ar gest category in mends apparel, acc
market. The trousers market is expected to grow at a CAGR of 7.1% from Rs. 133 billion in 2010 to Rs. 188 hillion
in 2015. At present, r eetrasi | c apteengeotrrya tiiso nn oitn ash ehingehn dass tf

is changing, with a growing preference for reaohvear trousers on the demand side and the availability of ready
to-wear trousers in various brands, sizes, colors, designs and fabrics onssdepGrowth in this product category
at the retail level is expected to be at a CAGR of 14% from Rs. 319 billion in 2010 to Rs. 633 billion in 2015.

67



Mends Ti 20UWEEYE R2EL5(P)i Rs. billion

1,000
800 CAGR
14.7%
600
400

200

FY10 FY15

B Wholesale level B Retail level

Source: CARE Research

The low pricel trouser segment (below Rs. 300) contributed 50% of total trouser sales in 2009. The share of low
priced trousers is expected to fall to 45% in 2014 due to an increase in per capita disposable income, enabling buyers
to graduate to higher price point ogdeies. The greatest growth has been observed in the premium and super
premium categories during the period from 2006 to 2009. These two categories collectively accounted for a 23.9%
share in 2009. This share is expected to grow to 28% in 2014. The racdubts segment mainly sell through
organized retail especially exclusive brand outlets (Raymonds, Reid & Taylor, Cottons) and multi brand outlets
(Shoppers Stop, Pantaloons, Lifestyle). Growth in these categories will primarily be driven by the galsijitgva

of luxury brands, rising levels of brand consciousness and formal wear culture at the workplace.

Categorywi se breakup of Mends Trouser
Mends Trousers FY06 2010(E) 2015(P)
Super premium (Rs. 3,508bove) 1.8% 2.5% 3.0%
Premium (Rs. 1,500 Rs. 3, 500) 15.2% 21.4% 25.0%
Medium (Rs 800Rs. 1500) 15.6% 16.2% 17.0%
Economy (Rs. 300 Rs. 800) 9.3% 9.6% 10.0%
Low (Up to Rs. 300) 58.1% 50.4% 45.0%

Source: Images, CARE Research
Menés For mal Suits

The current market size of the formal sujggkets and blazers segment is estimated at Rs. 45 billion. This segment
is expected to grow at a CAGR of 7% over the next five years, with a projected worth of Rs. 63 billion in 2015. This
growth can be attributed to the rapid shift from tailored to readyear suits, rising disposable income, the growing
service sector and the influence of multinational corporations. Growth in this product category at the retail level is
expected to be at a CAGR of 14% from Rs. 319 billion in 2010 to Rs. 633 billzOilH.
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Lowest price suits contributed 82% to total suit sales in 2009 in value terms. This segment is expected to shrink over
the years as more people graduate to the velgtcostlier economy and medium segments. The premium segment

is expected to see a growth in its share from 4.8% in 2009 to 6% in 2014. The increase in this category can be
attributed to the increasing preference of executives to wear formal attirecatroffetings. The premium and super
premium category is expected to grow from a 10.5% market share in 2009 to 11.2% in 2014. This would primarily
be driven by an increasing number of foreign brands entering into India, rising income levels, increassigénath

the working population and rising brand consciousness amongst the Indian youth. According to CARE Research
estimates, Reid & Taylor holds a market share of 7.5% in the premium suiting segment.

Categorywi se breakup of Mends For mal S
Men's Suits 2006 2009(E) 2014(P)
Super premium (Rs.8,0&4bove) 2.0% 2.5% 3.0%
Premium (Rs.4,50®s.8,000) 8.0% 8.0% 8.2%
Medium (Rs.2,500 Rs. 4,500) 4.0% 4.8% 6.0%
Economy (Rs.1,20®&s.2,500) 2.5% 2.7% 3.0%
Low (Upto Rs.1,200) 83.5% 82.0% 78.8%

Source: Images, CARE Research

Worsted Fabrics

Worsted fabric is a blended form of fabric in which one of the components is wool. The wool can be blended with

both, maamade or cotton fiber to form a worsted fabric.

According to CARE Research estimates basednhdostry interactions, 45 million meters of worsted fabric were
produced in 2009. There have been minimal additions over the past five years. The industry is expected to produce
52 million meters of worsted fabric in 2014. This projected growth can hibudtil to the rising income levels,
reductions in the price gap with competing fabrics and increasing preference for wool blended fabric among Indian
consumers due to its grace and style. The average price for worsted fabric is approximately Rs.4%0 padritet
operates primarily in the premium, super premium and luxury segment. The industry has a total installed capacity of
0.604 million spindles as of 2009. Major players in the worsted fabric business are Raymond, Reid and Taylor,
Digjam, Dinesh, OCMand Vimal. Though Raymond is the market leader in the worsted fabric business, Reid and
Taylor has managed to increase its market share over the last few years.
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Worsted Fabric Productioni Millions of Meters

2008-09 (E) 2013-14(P)

Source: CARE Research, Textiles assodian of India

Worsted Fabric Market Share - 2010

Source: CARE Research, Textiles Association of India
Indian Retail Industry

According to CARE Research estimates, the Indian retail industry was worth Rs. 20,000 billion in 2008. It is
projected to grw at a CAGR of 12% to reach Rs. 35,500 billion in 2015. This growth would primarily be driven by
higher disposable incomes and changing customer psyche towards discretionary spending. Rising disposable
income, increasing working population, weekend caltar relatively younger populace and growing urbanization

are some of the structural factors which will inject high growth in the retail industry.

The organised retail market size stood at Rs. 1,236 billion in 2010. CARE Research expects it to graGRted C

23% to reach Rs. 3,500 billion in 2015. It is expected to grow at a pace faster than the overall retail industry thereby
taking the penetration levels from 6% in 2010 to 10% in 2015. This growth would be primarily backed by the rising
preference fobranded apparel, increases in the number of malls in smaller towns and tier Il cities and increases in
the number of exclusive brand outlets (EBOs). The opening up of specialty stores and specialty malls should also
drive growth in the organised retail rkat.

Compared to developed nations such as the U.S., U.K. and other European countries, organized retailing in India is

still in a nascent stage. Considering that emerging nations such as China and Brazil requi@d/&ars to raise
the share of omnised retail from 5% in their respective countries to present levels of around 25% and 40%,
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