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SECTI

CONVENTIONAL/GENER

ON | -DEFINITIONS, ABBREVIATIONS & TECHNICAL TERMS

AL TERMS

Term

Description

Articles/Articles of
Association/AoA

The Articles/Articles of Association of Somi Conveyor Beltings Limited

Board of Directors

Board of Directors of our Company

Companies Act / Act

The Companies Act, 1956

DP

Depository Participant

FEMA Foreign Exchange Management Act, 1999, as amended, and the Regulations framed there
under.
HI Foreign Institutional Investor (as defined under SEBI (Foreign Institutional Investors)

Regulations 1995) registered with SEBI under the applicable laws in India

Financia Year/Fisca/FY

Period of twelve months ended March 31% of that particular year, unless stated otherwise

Government/Gol The Government of India
[.T. Act The Income Tax Act, 1961
Memorandum/MoA Memorandum of Association of our Company

NRI / Non-Resident
Indian

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

Bl The Securities and Exchange Board of India, constituted under the SEBI Act, 1992
SEBI Act Securities and Exchange Board of IndiaAct, 1992 as amended.
SEBI Guidelines SEBI (Disclosure and Investor Protection) Guidelines, 2000 issued by SEBI on January
27, 2000, including instructions, clarifications, press releases, circulars etc. issued by
SEBI from time to time
ISSUE RELATED TERMSAND ABBREVIATIONS
Applicant Any prospective investor who makes an application for shares in terms of the

prospectus.

Application Form

The form in terms of which the investors shall apply for the equity shares of our Company

Auditors

The Statutory Auditors of our company i.e. M/s. P. Singhvi & Associates

Bankers to the Issue

The Bankers with whom the escrow account for the Issue shall be opened

Board/ Board of Directors

Board of Directors of Somi Conveyor Beltings Limited or a committee thereof

BSE/ Bombay Stock
Exchange Limited/
Designated Stock
Exchange

Bombay Stock Exchange Limited, Mumbai

Company / SCBL /
Our Company /
The Issuer

Somi Conveyor Beltings Limited
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Somi Conveyor Beltings Ltd.

Directors

Director(s) of our Company unless otherwise specified

Equity Shareholders

Persons holding Equity Shares of our Company, unless otherwise specified in the context
thereof.

Equity Shares Equity Shares of our Company of face value Rs. 10/- each, unless otherwise specified in
the context thereof
Face Vaue Value of paid up equity capital per Equity Share, in this case being Rs. 10/- each

Fresh Issue / Issue /
Public Issue / Offer

Issue of 62,27,860 equity shares of Rs. 10/- each at a price of Rs. 35/- per equity share
(including a premium of Rs.25 per equity share) of Somi Conveyor Beltings Limited for
cash aggregating to Rs. 2179.75 Lakhs (“Issu€”). The Issue comprises a contribution by
promoters, of 14,99,286 equity shares of Rs. 10/- each at a price of Rs. 35/- per equity
share for cash aggregating to Rs. 524.75 Lakhs (“ Promoter’s Contribution Portion”) and
the Net Issue to the public of 47,28,574 equity shares of Rs.10/- each at a price of Rs.
35/- per equity share for cash aggregating to Rs. 1655.00 Lakhs (“Net Issue To Public”)
including an allocation of atleast 10% of the Net Issue to the Public to Qualified
Ingtitutional Buyers (“QIB Portion”). The Issue Price is 3.5 times of the face value of the
equity share

Issue Opening Date

The date on which the issue opens for subscription from the public

Issue Closing Date

The date on which the issue closes for subscription from the public

Prospectus

The Prospectus filed with the RoC

Promoters

Mr. Om Prakash Bhansali, Mr. Vimal Bhansali and Mr. Gaurav Bhansali

Promoter Group

Mr. Om Prakash Bhansali, Mr. Vima Bhansali , Mr. Gaurav Bhansali, Smt. Om Kumari
Bhansali, Smt Surgj Mehta, Dr. R. S. Mehta, Smt. Veena Mehta, Ms. Rita Mehta, Ms.
Madhu Mehta, Smt Priya Bhansali, Master Joy Bhansali, Master Yash Bhansali, Mr.
Bhagwati La Daglia, Smt Chandra Daglia, Mr. Chandresh Daglia, Ms. Megha Daglia,
Smt Ruchi Bhansali, Baby Tanushree Bhansali, Kistoor Chand Chopra, Smt. Shehlata
Chopra, Om Prakash Bhansali HUF, Vimal Bhansali HUF, Gaurav Bhansali HUF

Public Issue Account

In accordance with Section 73 of the Companies Act, 1956, an account opened with the
Banker(s) to the Issue to receive monies from the Escrow Account for the Issue on the
Designated Date

Registrar/Registrar to
the Issue

Registrar to the Issue, in this case being Mondkar Computers Private Limited

Registered Office of our
Company

4F-15, “Oliver House”, Near Bank of India, New Power House Road, Jodhpur-342 001

ROC Registrar of Companies, Rajasthan situated at 132, Vijay Nagar, Kartarpura, Near
Kartarpura Railway Crossing, Jaipur - 302 006
“SCBL", “Our Unless the context otherwise requires, refers to Somi Conveyor Beltings Limited having

Company”,” our
Company”, “we” or “us’

its Registered Office at 4F-15, “Oliver House”, New Power House Road, Jodhpur-
342001
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ABBREVATIONS

BE Bombay Stock Exchange Limited

Alc Account

CcDSL Central Depository Services (India) Limited
CARE Credit Analysis & Research Limited
Country India

D&B Dun & Bradstreet

EGM Extraordinary General Mesting

EPS Earnings Per Sharei.e. profit after tax divided by outstanding number of Equity Shares
EM Tyres Earth Moving Tyres

FEMA Foreign Exchange Management Act, 1999
Fli(s) Foreign Institutional Investors registered with SEBI
FY /Fiscal Financial year ending March 31% each year
GAAP Generally Accepted Accounting Principles
HUF Hindu Undivided Family

INR Indian Rupee

IPO Initial Public Offer

JVVNL Jodhpur Vidyut Vitran Nigam Limited

NAV Net Asset Value

NOC No Objection Certificate

NRIs Non-Resident Indians

NSDL National Securities Depository Limited

P/E Ratio Price/Earning Ratio

PAN Permanent Account Number

RBI The Reserve Bank of India

RIICO Rajasthan Industrial Investment Corporation
RoC Registrar of Companies, Rajasthan, Jaipur
RONW Return on Net Worth

SS Small Scale Industries

Sec Section

SIA Secretariat for Industrial Assistance
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TECHNICAL GLOSSARY

Conveyor Belts

Conveyor belt is a solid band, made from one or more tough, long-lasting substances,
upon which many different materials are conveyed. Conveyor belts are made from a
variety of materials, ranging from rubber compounds and leather to urethane and PVC
to wire mesh composed of assorted metals, including stainless steel and carbon steel

Conveyor System

Conveyor system is a mechanical system installed for transportation and handling of
materials

R Fire Resistant

Tiger M-27 Rubber Conveyor Belt of super high tensile strength, which is superior in abrasion &
cut resistance, mainly used in handling highly abrasive materials.

HR Heat Resistant

KVA Kilo Volt Amperes

MPA Meters Per Annum

M-24 Rubber Conveyor Belt of high tensile strength, which is superior in abrasion & cut

resistance, mainly used in handling high abrasive materials

Rubber Conveyor Belts

Rubber Conveyor Belts are conveyor belts manufactured by using rubber, rubber
chemicals and various kinds of fabric and steel wire mesh

PHED Public Health and Environment Department of the Government of Rajasthan

RA. Resaval Formaldehyde Latex

HR Super Heat Resistant

SEHR-36, SEHR-72 Super Extra Heat Resistance

SEFR-81 Super Extra Fire Resistance

SOMIFLEX Company’s Product Brand Name

UHR Ultra Heat Resistant

Unit - | Factory situated at Sangaria Industrial Area, Jodhpur having an installed capacity of

167660 MPA for manufacturing rubber conveyer belts measuring upto 1200 mm width

Unit - 11 \Project\New Unit

Setting up new unit with an installed capacity of 172080 MPA for manufacturing rubber
conveyer belts of 2000 mm width at Village Tanawara, Jodhpur, Rajasthan
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SECTION I - RISK FACTORS

1. PRESENTATION OF FINANCIAL INFORMATION AND USE OF MARKET DATA

In the prospectus, unless the context otherwise requires, the terms Somi Conveyor Beltings Limited/ SCBL / Somi / Our
Company means Somi Conveyor Beltings Limited, a company registered under the Companies Act, 1956 having its
Registered Office at 4F-15, “Oliver House”, Near Bank of India, New Power House Road, Jodhpur-342 001.

Unless stated otherwise, the financia information used in this Prospectus is derived from our Company’s restated financial
statements as of and for the years ended March 31, 2003, 2004, 2005, 2006, 2007 and for the period ended December 31,
2007 prepared in accordance with Indian GAAP and the Companies Act, 1956 and restated in accordance with SEBI
Guidelines, as stated in the report of our Company’s Statutory Auditors, M/s. Singhvi & Associates, Chartered
Accountants, included in this Prospectus.

Our fiscal year commences on April 1 and ends on March 31. In this Prospectus, any discrepancies, in any table between
the total and the sums of the amounts listed are due to rounding-off.

The degree, to which the Indian GAAP financia statements included in this Prospectus will provide meaningful
information, is entirely dependent on the reader’s level of familiarity with Indian accounting practices. Any reliance by
persons not familiar with Indian accounting practices on the financial disclosures presented in this Prospectus should
accordingly be limited.

For additional definitions, see the section titled ‘ Definitions, Abbreviations & Technical Terms’ on page no. (i) of this
Prospectus. In the section titled ‘Main Provisions of Articles of Association of our Company’ beginning on page no.
155 of this Prospectus, defined terms have the meaning given to such termsin the Articles of Association of our Company.

Market data used throughout this Prospectus was obtained from internal company reports and industry publications.
Industry publications generally state that the information contained in those publications has been obtained from sources
believed to be reliable but their accuracy and completeness are not guaranteed and their reliability cannot be assured.
Although we believe market data used in this Prospectus is reliable, it has not been independently verified. Similarly,
internal company reports, while believed by us to be reliable, have not been verified by any independent sources.

All references to “India’ contained in this Prospectus are to the Republic of India., all references to the “US” or the
“U.S” or the “USA”, or the “United States’ are to the United States of America.

Currency of Presentation

All references to “Rupees’ or “Rs.” or “INR” are to Indian Rupees, the officia currency of the Republic of India.
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2. FORWARD-LOOKING STATEMENTS

Statements included in this Prospectus which contain words or phrases such as“will”, “am”, “will likely result”, “believe”,
“expect”, “will continue’, “anticipate”, “estimate”, “intend”, “plan”, “contemplate’, “seek to”, “future’, “objective’,
“god”, “project”, “ should”, “will pursue” and similar expressions or variations of such expressions, that are “forward-

looking statements”.

All forward looking statements are subject to risks, uncertainties and assumptions that could cause actual results to
differ materially from those contemplated by the relevant forward looking statements. Important factors that could cause
actual results to differ materially from our expectations include, but are not limited to:-

®  Genera economic and business conditions in the markets in which our Company operates and in the local, regional
and national economies,

® Changesin laws and regulations relating to the industry in which our Company operate;

®  Price of raw materials our Company consumes and the products that our Company produces;

® Increased competition in this industry;

® Company’s ahility to successfully implement its growth strategy and expansion plans, and to successfully launch
and implement various projects and business plans for which funds are being raised through this Issue;

® Company’s ability to meet its capital expenditure requirements;

®  Fluctuations in operating costs,

® Company’s ability to attract and retain qualified personnel;

® Changes in technology;

® Theloss or shutdown of operations of our Company at any times due to strike or labour unrest;

® Changesin political and social conditionsin India or in countries that our Company may operate in, the monetary
and interest rate policies of India and other countries, inflation, deflation, unanticipated turbulence in interest
rates, equity prices or other rates or prices,

®  The performance of the financial markets in India and globally; and

®  Any adverse outcome in the legal proceedings in which our Company is or may be involved.

Vi
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3.  RISK FACTORS

An investment in equity shares involves a high degree of risk. Prospective investors, before making an investment
decision should carefully consider all the information in this Prospectus, including the risks described below, in addition
to the other information contained in this Prospectus. If any of the following risks actually occur, our Company’s business,
results of operations and financia condition could suffer, the trading price of our Company’s Equity Shares could
decline, and the investor may lose al or part of his investment.

Note: Unless specified or quantified in the relevant risk factors below, our Company is not in a position to quantify the
financial or other implication of any risks mentioned herein under:

Materiality:

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

a  Some events may not be material individually, but may be found material collectively.

b)  Some events may have material impact qualitatively instead of quantitatively.

c)  Some events may not be material at present, but may be having material impacts in future.

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

A. INTERNAL RISK FACTORS

1. Weareinvolved in certain legal proceedings and any unfavorable outcome of the proceedings may adversely
impact the business of our Company and its financial conditions.

Under the Factories Act, 1948

A complaint has been filed by the Government of Rajasthan through its Inspector of Factories and Boilers against
Mr. Om Prakash Bhansali, Promoter & Managing Director of our Company under the Factories Act, 1948 in the
Court of Additional Civil Judge and Judicial Magistrate (First Class), Jodhpur (No. 731/03) alleging that Mr. Om
Prakash Bhansali has not obtained requisite licenses pertaining to the maps of our Company’s factory from the
Chief Inspector, Factories and Boilers thereby violating Section 6 of the Factories Act and Rule 3A of Rajasthan
Factory Rules, 1951. Mr. Om Prakash Bhansali has made an application for discharge from the complaint stating
that he has not committed any violation. Section 92 of Factories Act provides for punishment with imprisonment
or fine or with both for any contravention of thisAct or of any rules made thereunder. The matter shall come up
for hearing on June 9, 2008.

2. Our Company has filed an application for the composition under section 621A for the violation of section
67(3) of the Companies Act.

Our Company has allotted shares to more than 50 applicants on each occasion on 31 March, 2001, 28" February,
2002 and 28" March, 2006 thereby violating the provisions of Section 67(3) of Companies Act, 1956. Our Company
has filed the Return of Allotments for the said allotments, with the Registrar of Companies, Rgjasthan and the
same were duly registered. In this regard our Company has filed a petition on November 7, 2007 for compounding
of Offence under Section 621A of Companies Act, 1956.The sameis pending for hearing with the Regional Director,
Northern Region, Noida. Our Company may be penalized, under Section 629A of the Companies Act, for such
violation upon adjudication. Under Section 629A the penalty on Company and every officer of our company who
is in default or such other person shall extend to Rs. 5,000/- for each default or where the contravention is a
continuing one with a further fine which may extend to Rs. 500/- for every day during which the contravention
continues. Our Company has not made any provision for the penalty in its financial statements. The initial hearing
of the matter was held on February 22, 2008 by the Regional Director and shall come up for hearing in the normal
course.

Vi
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3. Purchase of land and building from Mr. Om Prakash Bhansali (Promoter & Managing Director of our
company) at purchase consideration of Rs.259.00 Lakhs for which the Sale Deed is yet to be executed. Mr.
Om Prakash Bhansali, Promoter & Managing Director, is deemed to be interested to the extent of the purchase
consideration.

Our Company has proposed to purchase the Land and Building, presently being used as the registered office
premises of our Company i.e. 4F-15, “Oliver House”, New Power House Road, Jodhpur-342 001 from Mr. Om
Prakash Bhansali (Promoter & Managing Director of our company) at purchase consideration of Rs.259.00 Lakhs
and the payment for the same shall be made out of the proceeds of the Issue. The land, on which the building is
situated, admeasures 305 sguare yards (equivalent to 2747 sg. ft.). The four storey building along with basement
constructed on the above plot is admeasuring 7,500 sq. ft.

The said Land and Building isvalued at Rs. 279.00 Lakhs by N. K. Moondra, a Chartered Engineer and Registered
Valuer and set out the same in his Valuation Report dated March 20, 2007. Our Company as on 31% May, 2008 has
already paid Rs. 173.60 Lakhs to Promoters as consideration for purchase of the said Office Building.

Our company has entered into an Agreement for Sale dated November 7, 2006 in this regard. As per the terms of
the Agreement, the ninety percent (90%) of the purchase consideration i.e. Rs.233.00 Lakhs was to be paid by our
Company within 6 months of execution of Agreement and balance amount of Rs. 25.90 Lakhs was required to be
paid within 90 days from the execution of the sale deed. However as there was delay in procurement of requisite
funds, supplementary agreements dated September 15, 2007 and February 4, 2008 were entered by our Company
extending the date of payment till September 6, 2008.

4.  We have bheen assigned ‘CARE |IPO Grade 2' indicating “Below Average Fundamentals’ for our proposed
IPO.

Our Company had appointed Credit Analysis and Research Limited (CARE), a credit rating institution for PO
Grading. CARE assigns | PO grades on ascale of Grade 5 to Grade 1, with Grade 5 indicating strong fundamentals
and Grade 1 indicating poor fundamentals. CARE’s IPO grading is an opinion on the fundamentals of the Issuer.
The grade assigned to any individual issue represents a relative assessment of the ‘fundamentals’ of the Issuer.
CARE has assigned an “IPO Grade 2" to the proposed Initial Public Offering of our Company which indicates
“Below Average Fundamentals’.

CARE has commented on our Company’s grading as follows:-

“The Grading reflects SCBL's relatively short track record of operations, relatively large size of proposed
expansion project, as compared to existing level of operations and modest corporate governance practices. It
also takes into account SCBL'’s profitable track record, experience of the promoter in the same line of business,
good customer base and financial position characterized by low gearing level.”

CARE’s PO Grading does not take cognizance of the price of the security and it is not a recommendation to buy,
sell or hold shares/securities.

5. We had negative cash flow from operating activities for the financial year 2006 & 2004

We had negative cash flow from operating activities for the financial year 2006 and 2004 of Rs.53.73 Lakhs and
Rs.32.05 Lakhs respectively. Our Company also had negative cash flows from financing activities in the year 2005
of Rs.6.03 Lakhs. However as whole our Company had positive Cash Flows during above period. Any negative
cash flow in the future could affect our operations and financial conditions.

6.  Redtrictive covenants by the Appraising bank, might hinder the flexibility of the operations of our Company.

Our Company has been sanctioned cash credit facility and term loan to the extent of Rs.550.00 Lakhs and
Rs. 300.00 Lakhs respectively by Punjab National Bank. The sanction letter issued by the said bank contains
several restrictive covenants, some of which operate on a day to day basis and the others which operate on any
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default by our Company in meeting the repayment obligations or not complying with terms and conditions
applicable to the said credit facilities.

These covenants require our Company to obtain the bank’s permission in writing for undertaking certain activities
and those which operate on default are restrictive and can affect the operations and future plans. The other main
terms and conditions of the sanction letter of Punjab National Bank are as follows:

®  Escalation in costy cost over run in the project, if any shall be met from the own sources of the Promoters.
®  Mortgage/hypothecation of security/ asset to secure the Term Loan provided by PNB.

®  Penal interest @ 2% over and above the normal rate will be recovered from our company for amount/period
of defaullt.

®  The borrower shall not undertake any expansion/diversification/modernization without prior permission of
the bank. No investment shall be made in associate/allied/group concern without prior permission of bank.

During theperiod of availing bank credit facilities by our company, without prior written approval of bank,
it shall not:

®  declare dividend in any year, if the accounts of our company with the bank are running irregular or if any
of the terms and conditions of the sanction remain un-complied with by borrower.

permit any transfer of the controlling interest or make any drastic change in the management set-up

divert/utilize bank funds to other sister/associate/group concerns or for purpose other than those for which
the credit facilities have been sanctioned.

®  issue bonus shares or dispose off the shareholding of Promoters.

7. Thereis a delay of 11 months in implementation of the Project, which can lead to escalation in cost of the
project and may also have an adverse impact on the profitability of our Company.

As per initial estimation and as per Appraisal Report, commercial production in the new factory was proposed to
commence by September, 2007 which has now been revised to August, 2008 due to delay in procurement of
requisite funds. Any further delay may result in cost escalation and may adversely affect revenues and profitability
of our Company.

8.  Our Company hasrevalued its Land during the year 2006 and due to which thereisan increase in the reserves
of our Company to the extent of Rs. 386.94 Lakhs.

To reflect the fair value of its assets, our company has revaluated its land during the year 2005-06. The revaluation
of the Land has been done on basis of Valuation Certificate issued by Mr. Anil Kumar Mathur, Chartered Engineer
and Approved Valuer under a certificate dated February 15, 2006 and April 16, 2008.

The details of revaluation as follows:

In the year 2005-06, company has re-valued its land to reflect the fair market value whose details are as under:

L ocation Date of Cogt of | Date of Re-Valued
Acquisition Acquisition | Valuation Amount
(Rs.in Lakhs) (Rs.in Lakhs)
Industrial Land at Sangaria, January 3, 2001 862 | February 16, 7556
Jodhpur (Plot No.463 to 466) November 20, 2003 2006
Industrial Land at K.N0.58 March 25, 2005 35.00 | February 15, 355.00
& 58/5, Gram Tanawara 2006
Tehsil Luni, Jodhpur
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The above revaluation has resulted in an increase of Rs. 386.94 Lakhs in the reserves of our Company. However
the revaluation and increase in reserves will not have any impact on the NAV, as the same was excluded in
computation of the NAV.

Our brand names “SOMIFLEX”, “SEFR-81", “SEHR-36", and “ TIGER-M-27" have not yet been registered
in the name of our Company and application for the same are pending.

Our Company has filed applications with the Trade Marks Registry, Ahmedabad for registration of its product
brand name(s) “SOMIFLEX”, “SEFR-81", “SEHR-36", and “ TIGER-M-27" in March 2007. All the applications
made for the registration are pending. In view of pending registration, our trademarks are vulnerable to unauthorized
use by our competitors or potential competitors. Inability to protect our proprietary intellectual properties, may
adversely affect our business and results of operations.

The Products of our Company are of order-to-stock nature and therefore the revenues of our company, its
operations and procurements of raw materials depend on the orders received by our Company. Any major or
unexpected changes in the placement of orders by clients may affect the operations of our Company.

The Products of our Company are of order to stock nature. Our Company has to adhere to strict time schedules
in delivery of its products. The operations and revenues of our Company for any period will depend on orders
in hand.

Our Company has issued equity shares to the Promoters and Promoter Group during the financial year
2006-2007 at a price, which is less than the Issue Price in the present issue.

We have during the financial year 2006-2007 issued 4,39,500 shares at Rs 10/- and 17,41,200 shares at a price of
Rs 25/- to promoters and promoter group . The issue price in the present IPO is more than the price at which the
above-mentioned two issuances of shares took place.

We have yet to place the orders for some of the plant and machinery for the proposed New Unit.

Our Company has alocated an amount of Rs.1656.00 Lakhs out of total project cost for purchase of Plant &
Machinery. We are yet to place firm orders for procuring the plant and machinery of Rs. 223.68 Lakhs, which is
around 15.87% of total amount allocated for Plant & Machinery. Any delay in placing orders or procurement of
plant and machinery and such other fixed assets may delay implementation of the New Unit .Such delays may
also lead to the increase in prices of these equipments further affecting our cost estimates of the New Unit.

One of the objects of this Issue includes the completion and commissioning of our New Unit at Jodhpur. We
require certain registrations and licenses from the State Government and other regulatory authorities for the
purpose of this factory. Any objection, rejection or delay in procuring these licenses may adversely affect the
plans of our Company.

In respect of the proposed manufacturing facility at Jodhpur, our Company has obtained certain approvals and
licenses for the new factory. However, the following licenses and approvals are yet to be received from the
respective authorities:

v' Water connection from PHED.

v" Renewal of Factory License for New Unit

v" Renewa of Certificate from Pollution Control Board for Unit -1.

v' Boiler Registration

For more details on the registrations and approvals obtained, please see the Section “Government and Other
Approvals’ on page no. 132 of this Prospectus.

Our Promoters and Promoter Group will continue to retain majority control in our Company after this I ssue
and can significantly influence our corporate actions.

Prior to the Issue, our Promoters and Promoter Group owned eighty five percent (85.20%) of our equity share
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capital. Following this Issue, our Promoters will own approximately 53% of our post-Issue equity share capital.
Accordingly, our Promoters will continue to have substantial control over our company, including matters relating
to any sale of all or substantially all of our assets, the timing and distribution of dividends and the election,
termination or appointment of our officers and directors. This control could delay, defer, or prevent a change in
control in our Company, impede a merger, consolidation, takeover or other business combination involving our
Company, or discourage potential acquirers from making an offer or otherwise attempting to obtain control over
our Company even if it isin its best interest. Our Promoters may also influence our material policiesin a matter
that could conflict with the interests of our other shareholders.

Any further issue of Equity Shares by Our Company in future may dilute your holding in the Company.

To fund the future growth plans of our Company, we may be required to raise further capital by way of issuance
of Equity Shares or convertible instrumentsin domestic or overseas market. Such further issuance of equity shares
or convertibles could dilute your shareholding in our Company. Further, perception of such further issues may
also affect the trading price of our Equity Shares.

Our Company is promoted by first generation entrepreneurs and the investors will be subject to all
consequential risk associated with such ventures.

Our Promoters and management include persons who are first generation entrepreneurs and are new in carrying
out business on a large scale. Further pursuant to the Issue, our Promoters and management are required to
comply with various statutory and regulatory filings and disclosures which expose them to risks which may lead
to penal and other consequences.

The business of our Company is dependent on the manufacturing facilities at Jodhpur which are subject to
operating risks, such as shortage of power supply, raw materials and government policies which may have a
material adverse effect on our Company’s operations.

The manufacturing facilities at Jodhpur are subject to operating risks, such as the breakdown of equipment,
processes, shortage of power, performance below expected levels of output, obsolescence, labour disputes, strikes,
lock-outs, industrial accidents, continued shortage of services of our external contractors, earthquakes and other
natural disasters. The occurrence of any of these risks could significantly affect our operating results. Our
Company also need to comply with the directives/guidelines of relevant government authorities, any adverse to
the interests of the Company will have material impact on its operations.

Any major increasein the price of raw materials viz. rubber and rubber chemicalswill raise our manufacturing
costs and could adversely affect the profitability/financial position of our Company.

Raw Material forms the major part of our Total Expenditure. It generally ranges between 85%-90% of the Total
Expenditure.

The following table shows the proportion of raw material cost of total expenditure:

Particulars 31.12.2007 | 31.03.2007 | 31.03.2006 | 31.03.2005 | 31.03.2004 | 31.03.2003
Particulars 31122007 | 31032007 | 31.032006 | 31.032005 | 31.03.2004| 31.03.2003
Raw Material Cost 83049 1131.70 900.70 611.40 29263 59.38
Total Expenditure 970.17 127433 101093 695.30 33339 7327
% of Raw Material Cost

of Total Expenditure 85.60 83.80 89.10 87.93 87.77 8L04

Any abrupt or large scale increase in the price of the raw materials used in the manufacturing process viz. rubber
and rubber chemicals can adversely affect the profits of our Company. This increase may further impact us, in
case if we are not able to pass on the same to our customers.

Our Company is registered with the Rubber Board, Ministry of Commerce and Industry, Government of India, as
a manufacturer and is also sourcing raw materials from a number of suppliers in domestic market. In case of
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disruption in supplies of raw materials from the domestic market, our Company has an option of procuring the
same from overseas suppliers. However, the price of the rubber sourced from such overseas suppliers may be
higher than the price at which the rubber is sourced from the domestic market.

Our inability to manage growth may lead to loss of opportunities and hamper future growth plans.

The success of our Company’s business will depend greatly on its ability to implement its business and growth
strategies. While our Company has executed its business strategy in the past, there can be no assurance that it
will be able to execute its strategy on time and within the estimated budget. Our growth strategy may put immense
pressure on the management and its resources. Consistent growth will require continuous development of
operational, financial and other internal controls. Our inability to manage growth and business strategy could
have a material adverse effect on our business, financial condition and profitability.

We are dependent on our management team for success of our Company, any changes in the management
team could adversely impact our operations/future plans.

Our success largely depends on the continued services and performance of our management and other key
employees. The need for capable senior management personnel is intense and we may not be able to retain our
senior management or attract and retain new senior management in the future. Any loss of our senior management
personnel could seriously impair our ability to manage and expand our business efficiently. Any failure or inability
of our Company to efficiently manage human resources would adversely affect our ability to implement our projects
and expand our business.

The Appraisal Report of Punjab National Bank mentions certain risk factors pertaining to the operations of
our Company.

Punjab National Bank, the Appraising Institution, has identified and laid down certain risk factors to the Project
inits Appraisal Report dated June 14, 2007. The same are mentioned herein below:

»  The Company is going for a major expansion, whereas in the past it has achieved only 53% capacity
utilization.

»  The Products of the company is of order to stock nature and not of stock to order.

»  Thelndian rubber belt Industry is not globally competitive, as major component of product mix i.e. natural
rubber which is under commodity sector and is subject to huge price fluctuations. This has put them in
a weaker position in comparison of the availability of imported belts at lower prices thereby, adversely
affecting the performance of the domestic industry.

»  Debt equity of the project depends upon the success of public issue, through which the Company has
proposed to mobilize the funds to the tune of Rs.1655 Lakhs.

»  Exigting players like MRF Ltd. is having the capacity to manufacture rubber conveyor belts up to 2000mm
at present, hence with no additional establishing cost, it can create price war in the market.

»  As per CMIE Production of Rubber Belts during 2006-07 has not shown phenomenal growth and it has
declined in the quarter ended December 2006 despite considerable over all growth of the industrial sector
in the country.

Ason 31.12.2007, our Company has accepted unsecured loans to the extent of Rs. 142.25 Lakhs from relatives
of the Promoters and through Intercorporate Deposits

Our Company has accepted an amount of of Rs. 142.25 Lakhs as Unsecured Loans from wifes of Promoters and
through Intercorporate Deposits from other Companies at an interest at a rate of 11% per annum to meet short
term working capital requirement of the company. However as on 31.03.2008, our Company has repaid entire amount
of Rs. 142.25 Lakhs.

Xii



OM BHANSALI GROUP Somi Conveyor Beltings Ltd.

B. EXTERNAL RISK FACTORS

1

There has been no public market for the Equity Shares of our Company, prior to this Issue and so the Issue
Price may not be indicative of the value of the Equity Shares.

Prior to this Issue, there has been no public market for the Equity Shares of our Company in India or elsewhere.
The Issue Price was determined by us, in consultation with the Lead Manager and could differ significantly, from
the price at which the Equity Shares will trade subsequent to listing of Equity Shares of our Company. We cannot
assure you that even after the Equity Shares have been approved for listing on the Stock Exchanges, that an
active trading market for the Equity Shares will develop or be sustained after this Issue, or that the Issue Price
will correspond to the price at which the Equity Shares will trade in the Indian public market subsequent to this
I'ssue.

Conditions in stock exchanges may affect the price or liquidity of our Equity Shares.

Indian stock exchanges are smaller and more volatile than stock markets in developed economies. Indian stock
exchanges have in the past experienced substantial fluctuations in the prices of listed securities.

Indian stock exchanges have also experienced problems that have affected the market price and liquidity of the
securities of Indian companies. These problems have included temporary exchange closures, broker defaults,
settlement delays and strikes by brokers. In addition, the governing bodies of the Indian stock exchanges have
from time to time restricted securities from trading, limited price movements and imposed margin requirements.
Further, from time to time, disputes have occurred between listed companies and Indian stock exchanges and
other securities regulatory bodies that, in some case, have had a negative effect on market sentiment. Similar
problems could occur in the future and, if they do, they could negatively affect the market price and liquidity of
our Equity Shares.

Economic developments and volatility in securities markets in other countries may cause the price of our
Equity Shares to decline.

The Indian stock markets are influenced by economic developments and volatility in securities markets in other
countries. Investors' reactions to developments in one country may have adverse effects on the market price of
securities of companies located in other countries, including India. For instance, an economic downturn in the
USA and European countries may adversely affect market prices in the world’s securities markets, including the
Indian stock markets. Negative economic developments in other emerging market countries, such as rising fiscal
or trade deficits, or a default on national debt, may negatively affect investors' confidence, cause increased
volatility in Indian stock markets and cause the price of our Equity Shares to decline.

Any downgrading of India’s debt rating by an international rating agency, could have a negative impact on
our business.

Any adverserevisions to India’s credit ratings for domestic and international debt by international rating agencies
may adversely impact our ability to raise additional financing, and the interest rates and other commercial terms
at which, such additional financing is available. This could have an adverse effect on our business and future
financial performance, our ability to obtain finance for capital expenditures, and the trading price of our Equity
Shares.

A slowdown in economic growth in India could cause our business to suffer.

Our performance is dependent on the health of the overall Indian economy. A slowdown in the Indian economy
could adversely affect our business and results of operations including our ability to implement our strategy.
India’'s economy could be adversely affected by a general rise in interest rates, weather conditions adversely
affecting agriculture, deterioration of infrastructure or various other factors affecting the growth of industrial,
manufacturing and services sector. In addition, the Indian economy is in a state of transition. The share of the
services sector of the economy is increasing while that of the industrial, manufacturing and agricultural sectors
is declining. It is difficult to gauge the impact of these fundamental economic changes on our business.
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6. Palitical instability or changes in the government could delay further liberalisation of the Indian economy
and adversely effect economic conditions in India generally, which could impact our business.

Since 1991, successive Indian governments have pursued policies of economic liberalisation. The role of the
Indian Central and State Governments in the Indian economy as producers, consumers and regulators has remained
significant. The leadership of India has changed a number of times since 1996. The current central government,
which came to power in May 2004, is led by the Indian National Congressin coalition with severa political parties.
Although the current government has announced policies and taken initiatives that support the economic
liberalisation policies that have been pursued by previous governments, the rate of economic liberalisation has
been affected by the coalition nature of the current government. If there were to be any slowdown in the economic
liberalisation, or areversal of steps already taken, it could have an adverse effect on our business and results of
operations.

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

India has experienced natural calamities such as earthquakes, tsunami, floods and drought in the past few years.
The extent and severity of these natural disasters determines their impact on the Indian economy and, if such
impact were to have a material adverse affect on the Indian economy, it may lead to an adverse effect on our
business and results of operations.

8. Our share prices could be volatile and may also decline. The price of our Equity Shares may fluctuate after
this Issue as a result of several factors, including:

a  Volatility in the Indian and Global securities market;
b.  The results of operations and performance;

c.  Change in perceptions about our future performance or the performance of other companies in the same
industry;

The performance of our competitors and market perception of investors in this sector;
Adverse media reports on our performance or on the industry prospects and future outlook;
Changes in the estimates of our performance or recommendation by financial analysts;
Significant development in India’'s economic liberalization and deregulation policies;

e - o o

Significant development in India's fiscal and environmental regulations.
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Notes to the Risk Factors:

1

10.

Issue of 62,27,860 equity shares of Rs. 10/- each at a price of Rs. 35/- per equity share (including a premium of
Rs.25 per equity share) of Somi Conveyor Beltings Limited for cash aggregating to Rs. 2179.75 Lakhs (“Issue”).
The Issue comprises a contribution by promoters, of 14,99,286 equity shares of Rs. 10/- each at a price of Rs. 35/
- per equity share for cash aggregating to Rs. 524.75 Lakhs (“Promoter’s Contribution Portion™), and the Net
Issue to the public of 47,28,574 equity shares of Rs.10/- each at a price of Rs. 35/- per equity share for cash
aggregating to Rs. 1655.00 Lakhs (“Net Issue To Public”), including an allocation of atleast 10% of the Net Issue
to the Public to Qualified Institutional Buyers (“QIB Portion”).The Net Issue to the public would constitute 40%
of the fully diluted post issue paid up capital of our Company. The Issue Price is 3.5 times of the face value of the
equity share.

Pre-1ssue Net Worth of our Company as on March 31, 2007 is Rs. 922.79 Lakhs and December 31, 2007 is Rs.1244.89
Lakhs.

The average cost of acquisition of Equity Shares of the Promoter as on the date of this Prospectus is as under:

Name of our Promoters Aver age cost of Acquisition (Rs.)
Mr. Om Prakash Bhansali 9.74
Mr. Vima Bhansali 1575
Mr. Gaurav Bhansali 1867

Book Value per equity share of our Company as on March 31, 2007 is Rs. 12.80 and December 31, 2007 is
Rs. 18.06.

Investors are advised to refer to the paragraph on “Basis for Issue Price” on page no. 52 before making an
investment in this Issue.

Investors may please note that in the event of over-subscription, allotment shall be made on a proportionate
basis, in consultation with the Bombay Stock Exchange Limited, the Designated Stock Exchange.

Related party transactions are given in Auditors Report under the head ‘Related Party Disclosures' on page no.
107 of this Prospectus.

The investors are advised to refer the section ‘Our Promoters' on page no.96 and past Financial Performance of
our Company as disclosed under * Summary of Financial/Operating Data on page no.5 before making an investment
in the proposed issue.

There is no relationship with the statutory auditors of our Company, other than auditing and certification of
financial statements.

Investors may note that allotment and trading in shares of our Company shall be done only in dematerialized
form.

Investors may contact the Lead Manager, Registrar, the Compliance Officer for any complaint/ clarification/
information pertaining to the Issue, who will be obliged to attend to the same.

Except as disclosed in the section titled ‘Interest of Directors and Promoters’ on page no. 90 of this Prospectus,
none of our Promoters, Directors or key manageria personnel have any interest, other than reimbursement of
expenses incurred or normal remuneration or benefits.

Except, as disclosed in the section titled ‘ Details of Loans & Advances on page no.114 of this Prospectus, there
are no subsisting loans or advances that have been extended by our Company to any persons, firms or companies
in which our Directors are interested.
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Over subscription to the extent of 10% of the Issue can be retained for the purpose of rounding off to the nearest
integer.
In case the Issue is oversubscribed, the allotment of shares shall be subject to the reservation as described
below:

(i) A minimum of 10% of Net Offer to Public to Qualified Institutional Buyers.

(i) A minimum of 50% of the Net Offer to the Public shall initially be made available for allotment to retail
individual investors as the case may be.

(i) The balance of Net Offer to the Public, shall be made available for alotment to a) individual applicants
other than retails individual investors and b) other investors, including Corporate Bodies/ Institutions
irrespective of number of shares applied for.

(iv) The unsubscribed portion of the net offer to any one of the categories specified in (ii) or (iii) shall may be
made available for allocation to applicants in the other category, if so required.

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

Applicants should note that on the basis of name of the Applicant, Depository Participant’s name, Depository
Parti cipant-Identification number and Beneficiary Account Number provided by them in the Application Form,
the Registrar to the Issue will obtain from the Depository, demographic details of the Applicants such as address,
bank account details for printing on refund orders and occupation. Hence, applicants should carefully fill in their
Depository Account detailsin the Application Form and also update their demographic details with their respective
depositary participant.
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Somi Conveyor Beltings Ltd.

Packing Section:

Plant and Machinery (Packing Section) for which orders have alr eady been placed

Sl. | Name of Supplier Description of Machinery Total Quotation | Quotation | Satus
No. Cost No. Date
(Rs.in
Lakhs)
1 | Maganla Govindji Weighing machine for Packed | 360 Nil Nil Order Placed
Roll of Conveyor Belt -
Capacity - 0 - 20,000 kg
(20 Tons)
Total Cost of Packing Section 3.60
% age to the total cost of Packing Section 100.00%
% agetothetotal Cost of Plant and Machinery 0.26%

EOT Crane

Plant and Machinery (EOT Crane) Section for which orders have alr eady been placed

The details of the machineries having cost of Rs. 2.00 Lakhs and above are given hereunder:

Sl
No.

Name of Supplier

Description of Machinery

Total
Cost
(Rs.in
Lakhs)

Quotation
No.

Quotation
Date

Satus

1 | Chatrabhuj
Engineering Works.

Complete Design, Engineering,
Procurement, Shop
Manufacturing, Shop
Assembly, Shop testing,
internal inspection,
Dismantling & supply of 15
Tons X 19.5000 Meters Span
EOT/Indoor Crane fitted with
15T electric wire Rope Hoist
complete with crane
mechanicals, crane structures
& Crane electricals and hoist
with 1 : 3.33 creep speed

(for 15T)

292

Nil

24.07.06

Order Placed on
28.01.07

2 | Chatrabhuj
Engineering Works.

Complete Design, Engineering,
Procurement, Shop
Manufacturing, Shop
Assembly,, Shop testing,
internal inspection,
Dismantling & supply of

10 X 19.5000 Meters Span
EOT/Indoor Crane fitted with
15T electric wire Rope Hoist
complete with crane
mechanicals, crane structures
& Crane electrical and hoist
with 1 : 3.33 creep speed

(for 15T)

1579

Nil

24.07.06

Order Placed on
28.01.07
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Sl. | Name of Supplier Description of Machinery Total Quotation | Quotation | Satus
No. Cost No. Date
(Rs.in
Lakhs)
3 | Chatrabhuj DSL System for 140 Meters 359 Nil 24.07.06 | Order Placed on
Engineering Works. | Bay 280107
4 | Chatrabhuj Erection and commissioning 54 Nil 24.07.06 | Order Placed on
Engineering Works. | of EOT Crane of 15 Tons and 300107
7.5 Tons
5 | Chatrabhuj Fabrication of bay gentry 2.7 Nil 24.07.06 | Order Placed on
Engineering Works. | Length 460 feet (approx) x 280107
2 sides. Including Material,
cutting, welding & Painting
etc
Total Cost of EOT Cranes Section 77.94
% ageto thetotal cost of Packing Section 100.00%
% ageto thetotal cost of Plant and Machinery 5.53%

Electricals & DG Set:

Plant and Machinery (Electricals & DG Set Section) for which orders have alr eady been placed
The details of the machineries having cost of Rs. 2.00 Lakhs and above are given hereunder:

Sl. | Name of Supplier Description of Machinery Total Quotation | Quotation | Satus
No. Cost No. Date
(Rs.in
Lakhs)
1 | Everest Traders & Kirloskar L.T.Transformer 800 | 10.47 ETPL/ 120506 | Order Place on
Engineers Pvt. Ltd. | KVA (2 No's) 11000/433V 3 24.07.2007
Phase. 50 Cycles copper
wound withH.T. & L.T.
Bushling & First fill of Oil
and standard accessories
2 | Sudhir Gensets Cummins Make 750 KVA 415 1035 PC/2006- 170207 | Part Order
Limited Volt Gen Set 2007/3051/ Placed
DR 04.01.2008
3 | Karam Veer Main Electrical Panel Box 1248 Nil 120506 | Order Place on
Enterprises (Factory) Fitted with all 18.10.06
Necessary Equipments &
MCB'S
4 | Karam Veer Main Electrical Panel Box for 416 Nil 120506 | Order Place on
Enterprises Transformer 18.10.06
Machineries Having Costing Less Than Rs.2.00 Lakhs 146 Order Placed
Total Cost of Electrical Section 145.95
Total Cost (Electrical Section) for which orders have already
been placed 38.92
% age to the Total cost of Electrical Section 26.67
% Ageto thetotal cost of Plant and Machinery 2.76%
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Plant and Machinery (Electricals & DG Set Section) for which ordersareyet to be placed

Sl. | Name of Supplier Description of Machinery Total Quotation | Quotation | Satus
No. Cost No. Date

(Rs.in

Lakhs)

1 | Sudhir Gensets Cummins Make 750 KVA 415 10131 PC/2006- 170207 | Part Order

Limited Volt Gen Set 2007/305Y/ Placed
DR 04.01.2008
2 | Manish Electronics | Digital Voltage Controller for 208 Nil 01.07.06 | Order Yet to be
Transformer Placed
(quotation Valid
till 20.08.2008)
3 | Manish Electronics | Power Factor Electrical 364 Nil 0L07.06 |Order Yet to be
controller Panel Box Placed
(quotation Valid
till 20.08.2008)
Total Cost (Electrical) for which ordersareyet to beplaced | 107.03
Total Cost of Electrical Section 145.95
%ageto thetotal cost of Electrical Section 73.33%
% ageto thetotal cost of Plant and Machinery 7.59%
Boiler Section:
Plant and Machinery (Boiler Section ) for which orders are already placed
Sl. | Name of Supplier Description of Machinery Total Quotation | Quotation | Satus
No. Cost No. Date
(Rs.in
Lakhs)

1 | Crystal Chemicals& | Supply of Thermo Pack Heat 919 CCE/06-07/ | 30,0107 | Order Placed on
Engineers Out-Put 400000 KCL /Hour 5% Date 01.02.07
(Thermax Channel
Associate)

2 | Shree Jagdamba Trolley for Feeding of 261 Nil 01.07.06 | Order Placed on
Trolley Repairing Wooden Pieces into Boiler 181006
Works

3 | Shree Jagdamba Trolley for Ash Handling of 262 Nil 01.07.06 | Order Placed on
Trolley Repairing Bailer 181006
Works

Total cost of Chilling Unit & Boiler Section 32.58
Total cost (Chilling Unit & Boiler Section)for which orders
arealready placed 14.42
% age to the total cost of Chilling Unit & Boiler Section 44.26%
% agetothetotal cost of Plant and Machinery 1.02%
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Plant and Machinery (Boiler Section ) for which ordersareyet to be placed

Sl. | Name of Supplier Description of Machinery Total Quotation | Quotation | Satus
No. Cogt No. Date

(Rs.in

Lakhs)

1 | Crystal Chemicals & | Steam Boiler of Capacity upto | 17.73 CCE/05-06/ | 09.0506 | Order Yet to be
Engineers 2 tons 27 Placed
(Thermax Channel Vaidtill
Associate) 20.08.2008)

2 | Crystal Chemicals & | Erection Chargesfor IFB 043 CCE/05-06/ | 090506 | Order Yet to be
Engineers -20D 27 Placed
(Thermax Channel (quotation Valid
Associate) till 20.08.2008)

Total Cost of Chilling Unit & Boiler Section 32.58

Total Cost of Chilling Unit & Boiler Section for which

ordersareyet to placed 18.16

% age to the total cost of Chilling Unit & Boiler Section 55.74%

% agetothetotal cost of Plant and Machinery 1.29%

Lab Equipments & Testing Section:

Plant and Machinery (Lab Equipments & Testing Section) for which Orders placed
The details of the machineries having cost of Rs. 2.00 Lakhs and above are given hereunder:

Sl. | Name of Supplier Description of Machinery Total Quotation | Quotation | Satus
No. Cost No. Date
(Rs.in
Lakhs)
1 | G Engineering Works| Lab Mill 6" x 12" 567 Order Placed
5 | Micro Vision Mooney Viscometer 403 Nil 26.0307 | Order Placed on
02.04.07

Total Cost of Lab Equipments & Testing Section 54.10

Total Cost (Lab Equipments & Testing Section) for

which ordersarealready placed 9.70

%ageto thetotal cost of Lab Equipments & Testing Section| 17.93

%agetothetotal Cost of Plant and Machinery 0.69%
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Plant and Machinery (Lab Equipments & Testing Section) for which ordersto yet to be placed

Sl. | Nameof Supplier Description of Machinery Total Quotation | Quotation | Satus
No. Cogt No. Date
(Rs.in
Lakhs)
1 | Santosh Rubber Laboratory Hydraulic Press 498 SRM/ 21.01.06 | Order Yet to be
Machinery P Ltd. 18759/06 Placed
(China) (quotation Valid
till 20.08.2008)
2 | Star Testing Systems| Computerized Universal 724 STS0116 | 160106 | Order Yet to be
Testing Machine , Twin Ball Placed
Screw Bearing Nut ( Imported (quotation Valid
Make) & PTFE Bush Guide till 20.08.2008)
[ Capacity : 10,000 Kgs.
(10 Tons) ]
3 | Star Testing Systems| Computerized Rheometer ODR | 4.18 STS0116 | 160106 | Order Yet to be
type Placed
(quotation Valid
till 20.08.2008)
4 | Future Foundation Dispersion Analyzer 233 Nil Nil Order Yet to be
Placed
(quotation Valid
till 20.08.2008)
5 | Future Foundation Ozone Test Chamber 75 Nil Nil Order Yet to be
Placed
(quotation Valid
till 20.08.2008)
6 | Prolific Engineers Drum Friction Tester with Air | 237 PriceList | Nil Order Yet to be
Compressor with ¥2 H.P. Motor Placed
and pressure Switch (quotation Valid
till 20.08.2008)
7 | Prolific Engineers Tensile Testing Machines (for | 213 PriceList | Nil Order Yet to be
Full Thickness Specimens) with Placed
self tightening roller type grip, (quotation Valid
and traverse speed of 100 till 20.08.2008)
mm/min[ | ] Model TE - CB
10000 kgs. (10 Tons Capacity)
Machineries Having Costing Less Than Rs.2.00 Lakhs 1367 Order Yet to be
Placed
Total Cost of Lab Equipments & Testing Section 54.10
Total Cost (Lab Equipments & Testing Section) for which
ordersyet to placed 44.40
% age to the total cost of Chilling Unit & Boiler Section 82.70%
% ageto thetotal cost of Plant and Machinery 3.15%
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Assorted Equipments List:
Plant and Machinery (Assorted EquipmentsList ) for which Ordersare already placed

The details of the machineries having cost of Rs. 2.00 Lakhs and above are given hereunder:

Sl. | Name of Supplier Description of Machinery Total Quotation | Quotation | Satus
No. Cogt No. Date
(Rs.in
Lakhs)
1 | Shree Jagdamba Heavy Duty Material handling |229 Nil Nil Order Placed
Trolley Repairing trolley for Pick Up of Raw
Works Material Bags, Bundles and
Drums for stores department
Machineries Having Costing Less Than Rs.2.00 Lakhs 167
Total Cost of Assorted Equipments Section 20.65
Total Cost of Assorted Equipments Section for which orders
arealready placed 3.96
%agetothetotal cost of Lab Equipments & Testing Section | 19.18
% agetothetotal cost of Plant and Machinery 0.28%

Plant and Machinery (Assorted EquipmentsList ) for which ordersto yet to be placed

Sl. | Name of Supplier Description of Machinery Total Quotation | Quotation | Satus
No. Cost No. Date
(Rs.in
Lakhs)
1 | Swastik Trading Assorted Fire fighting 465 STC/2006/ | 09.0506 | Order Yet to be
Company equipment (as per list) 04/28 Placed
(quotation Valid
till 20.08.2008)
2 | Kailash Industries Liner Treatment Machine 204 KAILESH/ | 12.7.06 Order Yet to be
Complete with Steam heated, SN/7/SZ/ Placed
driving Unit with Motors 009 (quotation Valid
and reduction gear box, till 20.08.2008)
Wind ups arrangement and
Accessories
Total Cost of Assorted Equipments Section 20.65
Total Cost Assorted Equipments List for which ordersare
yet to be placed 16.69
%agetothetotal cost of Lab Equipments & Testing Section | 80.82%
% agetothetotal cost of Plant and Machinery 1.18%
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Summary Table

The section wise details of Plant & Machinery for the proposed Plant and the status of Orders Placed/yet to be placed
are as under.

S. Particulars Section wise cost of Orders Placed Order yet tobe
No. Plant & Machinery Placed
Rs.in % ageof | Rs.in % age of Rs.in % age of
Lakhs| Total Plant & | Lakhs| Total Plant & Lakhs|Total Plant &
Machinery Machinery Machinery
1 Mixing section 168.06 11.92% 157.62 93.79%% 1044 6.21%
2. Calendar section 17243 1223% | 16209 94.00% 1034 6.00%
3. Building Table section 13240 93% | 13240 100.00%
4. Press section 501.22 3555% | 50122 100.00%
5. Repair section of cured belts 55.34 3.93% 4459 80.57% 10.75 19.43%
6. Belt cutting section 3352 2.38% 3352 100.00%
7. Packing section 360 0.26% 360 100.00%
8. EOT Crane 7794 553% 7794 100.00%
9. Mechanical Work shop 11949 0.85% 6.07 50.84% 587 49.16%
10. | Electrical & DG sets 14595 10.35% 3892 26.67% 107.03 73.33%
11 Boiler section 3258 2.31% 1442 44.26% 1816 55.74%
12. | Lab & Testing Equipments 54.10 3.84% 9.70 17.93% 44.40 82.07%
12a| Assorted Equipments 20.65 1.46% 39% 19.18% 16.69 80.82%
Cost of plant & Machinery |1409.73 100.00% |1186.05 84.13% | 223.68 15.87%
Add: Transportation@ 6.5% 91.63 6.50%
Add: Handling Charges @5% 70.49 5.00%
Add: Erection Charges 8458 6.00%
Total 1656.42

Out of the above requirement, our Company as on 31% May, 2008 has aready incurred Rs. 929.50 L akhs towards advances
and purchase of Plant & Machinery.

Misc. Fixed Assets:

Misc. Fixed Assets mainly comprises of furniture & fixture, Vehicles and other assets required for the smooth operation
of the unit. The details are as under:-

S. No. Particulars (Rsin Lakhs)
1 Vehicles (Tata 407 Bus, Mahendra Pick Up van, Cars) 27.36
2 Furniture & Fixture 24.00

Total 51.36

Our Company will purchase these assets at the prevailing market rates. The above estimates of our company have been
included in the Appraisal Report of Punjab National Bank.
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Public Issue Expenses

Our company has set aside an amount of Rs.280.00 Lakhs as Public Issue and related expenses.

The break-up of Public Issue Expenses are as under:

Activity Rs. in Lakhs % of the % of total

| ssue Expenses Issue size
Fees payable to Lead Manager 33.00 11.78% 151%
Fees Payable to Registrar 065 0.23% Negligible
Fees payable to Legal Advisor 800 2.86% 0.37%
Fees paid to Appraising Entity 10.00 357% 046
IPO Grading Fees 200 0.71% 0.09
Advertising and marketing expenses [®] [®] [®]
Printing and Stationary & Distribution [®] [®] [®]
Brokerage [®] [®] [®]
Others [®] [®] [®]
Total 280.00 100% 12.85%

Interest cost during the construction period

Our company has set aside an amount of Rs. 24.19 Lakhs out of the Project Cost for the purpose of interest expenses
during the construction period. Our Company has aready incurred interest expenses to the amount of Rs.29.55 Lakhs
as on 31% May, 2008. The excess amount of Rs.5.36 Lakhs (Rs.24.19 Lakhs -Rs.29.55 Lakhs) will be adjusted from

contingency fund.

Contingency

Our Company has set aside 5.00% towards contingency amounting to Rs.82.80 Lakhs of the total cost of Plant and

Machinery i.e. Rs.1656.42 Lakhs.
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Margin for Working Capital

Tentative margin for additional working capital requirement for our Company has been estimated at Rs.300 Lakhs as per
the Appraisal Report of PNB. The Computation of Margin for Working Capital is as under:-

S Particulars Projectionsfor
No. Financial Year 2007-08
A Estimated Chargeable Current Assets
Raw Material 4071.27
Stock In Process 90.87
Finished Goods 22657
Receivables 689.15
Total A 141386
B Estimated Other Current Assets
Cash & Bank Balance 1892
FDR with Bank 100.00
Advance to suppliers 50.00
Advance Payment of Tax 69.75
Other Current Assets 6.81
Tota B 24548
C Total C =(A + B) 1659.34
D Estimated Current Liabilities
Sundry Creditors 9176
Advance from Customers 921
Other Current Liabilities 84.49
Total D 185.46
Net Working Capital GAP (C-D) 1473.88
Minimum Stipulated Net Working Capital 41484
(25% of total Current Assets)
Actua / Projected Net Working Capital GAP 1059.05
Working Capital Sanctioned By Bank 600.00
Net Working Capital Margin 450,05
Already deployed as Margin for its Existing Operations 159.05
Margin for Projected Working Capital 300.00

PNB has sanctioned Working Capital Limits of Rs. 200 Lakhs (Fund based - Rs. 150 Lakhs and Non-fund based Rs. 50
Lakhs) by their letter dated 7" November, 2006 for meeting the requirement of the proposed new manufacturing unit.
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Schedule of Implementation

The Implementation schedule as envisaged as per Appraisal Report is as under:

Activity Commencement Completion
Land acquisition Already acquired

Civil construction May 2006 February 2007
Placement of order forPlant & Machinery July 2006 February 2007
Delivery of Plant & Machinery January 2007 July 2007
Electrical Engineering January 2007 March 2007
Erection Activity March 2007 July 2007
Test Runs July 2007 August 2007
Commercia production September 2007

As per estimation and Appraisal Report, the commercial production in the new factory was proposed to commence by
September, 2007 which has now been revised to August, 2008. The said revision is mainly due to delay in procurement
of requisite funds. Any further delay may result in cost escalation and may adversely affect revenues and profitability
of our company, the revised implementation schedule as envisaged by us is as under:

Activity Commencement Completion
Land acquisition Already acquired

Civil construction May 2006 February 2007
Purchase of Office Building November, 2006 August 2008
Placement of order forPlant & Machinery July 2006 May 2008
Delivery of Plant & Machinery January 2007 July 2008
Electrical Engineering January 2007 July 2008
Erection Activity November 2007 July 2008
Test Runs July 2008 August 2008
Commercial production August 2008
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Deployment of Funds

Our Company has deployed Rs. 1752.43 Lakhs upto May 31, 2008. A certificate dated June 4, 2008 issued by M/s P,
Singhvi & Associates, Chartered Accountants, Statutory Auditors of our company stating the sources and deployment
of the funds is set out below:

(Rs. in Lakhs)
SOURCES OF FUNDS

1 | *Shares Capital 21807

Premium Account 261.18
2 | Shares Application Money (Pending Allotment) 46850
3 | Disbursement Of Term Loan 804.68

Total 1752.43
DEPLOYMENT OF FUNDS
A. | Building
a | Work In Progress
1 | Godowns, Stores And Other Administrative Buildings 94.86
b) | AdvancesFor Factory
1 | M/s Shree Ganesh Enterprises, Jamnagar 489
2 M/s Jora Ram Builders Pvt. Ltd. 482.00
4 | Mr. Babulal (For Sanitary Work) 156
5 | Advance to Kirby Building Sys 050
6 | Advance to Kishan Builders 057
7 | Gopal Bhai (For Shed Coating) 060
¢) | AdvanceFor Purchase of Office Building 17360 75858
B. | Machinery
a) | Plant and Machinery standsas CWIP
1 | Purchase of Indigenous Plant and Machinery 546.92
2 | Purchase of Imported Plant and Machinery 3295
3 | Machinery Erection Expenses 991 899.78
b) | Advancesagainst IndigenousPlant and Machinery
1 | M/s Anant Engineering 217
2 | M/s Atlas Copco 065
3 | M/s Badljit Engineering Works 6.21
4 | M/s Chaturbhuj Engineering Works 9.26
5 | M/sJPAlloys 059
6 M/s Pondas Endaavor PL. 080
7 | M/sR.K.Stedl 067
8 | M/s Sant Rubber Machinery 020
9 M/s Hindustan Raidators 013
10 | M/s Ganga Machinery Stores 0.39
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1 | M/sM Electro Point 009
12 | M/s Power Build Advance 056
12a | M/s SumaTax Limited 035
14 | M/s Excle Engineers 249
15 | M/s Cable House 115
16 | M/s Awarakrupa Trading Co. 385
17 | Misc Advance For Machinery 0.16 20.72
C. | Other Advancesand Payment to Intermediaries
1 | Feesto Lead Manager 1300
2 | Feesto Lega Advisor 6.00
3 | Lega Expenses 268
5 | Payment of Punjab National Bank as Processing Fee 1000
6 | Payment of Registrar to The Issue o1
7 | Payment for IPO Grading 200
8 | Other Misc Expenses 097 3476
D. | Interest on Term Loan 2955
Difference amount 003
Total 1752.43
FOR PSINGHVI & ASSOCIATES
CHARTERED ACCOUNTANTS
PLACE: JODHPUR (PRAVEEN SINGHVI)
DATED: 4™ JUNE 2008 PARTNER M.NO.71608

*Note: Pursuant to the above 4,39,500 equity shares and 1,741,200 equity shares have been alotted to the Promoters/
Promoters Group and Others on 30th December, 2006 and 28th April, 2007 respectively.
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Year-wise break-up of expenditure proposed to beincurred on the project:

(Rsin Lakhs)
Particulars Expenditure Total
Already incurred Tobeincurred
upto 31st May 2008-09
2008
Land and Site Development 13200 9.00 141.00
Main plant and building 102.98 1113 11411
Factory building for civil works and other related
buildings, roads & basic amenities. (22364 Sq. ft. 342.00 21143 55343
Purchase of Land and Building for Office Purpose 17360 85.40 259.00
Electricity Installations. (Lump sum) 915 1802 2117
Contingencies @ 3% on civil work 0.00 1940 1940
Plant and Machinery 928.36 728.06 1656.42
Contingencies @ 5% on Plant and Machinery 525 7755 82.80
Misc. Fixed Assets 0.00 51.37 5137
Issue related Expenses 34.76 24524 280.00
Margin for Working Capital 0.00 300.00 300.00
Interest During construction Period 24.30 0.00 24.30
Total 1752.40 1756.60 3509.00

Interim use of funds

Pending utilization of proceeds, for the purposes described above, we intend to temporarily invest the funds in high
quality interest bearing liquid instruments as permitted under the SEBI Guidelines. These investments would be
authorized by the Board of Directors or a duly authorized committee thereof.

Monitoring of the Issue Proceeds

The Audit Committee shall review the utilization of funds raised through the IPO, on a quarterly basis. Further our
company shall prepare on Annual basis a statement of funds, utilized for the purposes other than those stated in the
Prospectus, if any and place it before the Audit Committee till entire proceeds of the Issue are utilised. Such statement
shall be certified by the statutory auditors of our company”.
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7.

BASIC TERMSOF ISSUE

The Equity Shares being offered are subject to the provisions of the Companies Act, the Memorandum and Articles
of our company, the terms of this Prospectus, Application Form and other terms and conditions as may be
incorporated in the alotment advice, and other documents/certificates that may be executed in respect of the
issue. The Equity Shares shall also be subject to laws as applicable, guidelines, notifications and regulations
relating to the issue of capital and listing and trading of securities issued from time to time by SEBI, Government
of India, Stock Exchanges, RBI, RoC and/or other authorities, as in force on the date of the issue and to the
extent applicable.

BASISFOR ISSUE PRICE

The issue price of Rs. 35/- (including premium of Rs.25/- per share) has been determined by our company in
consultation with the Lead Manager to the Issue. The face value is Rs.10/- per equity share. The issue price is
3.5 times of the face value.

Investors should read the following the summary along with the Risk Factors included in this Prospectus from
page no. (Vii) to 16 and the details of the Issuer Company and its financial statementsincluded in this Prospectus.
The trading price of the Equity Shares of our company could decline due to these risks and the investor may lose
all or part of his investment.

Qualitative Factors:

1.  Profit making Company since last Five years.
Our company has been earning profits since Last Five Years, the details of which are as under:-

(Rs. in Lakhs)
Year Net Profit after Tax
31.12.2007 *95.80
2006-07 13499
2005-06 95.26
2004-05 1084
2003-04 6.33

* Annualised Rs.127.73/- Lakhs

2. Promotershavewide experience of theindustry.

Our Promoters and Management have extensive experience and expertise in manufacturing of conveyor
beltings. Mr. Om Prakash Bhansali, Promoter -Managing Director of our company has more than 32 years
experience in the rubber industry.

3. Focuson securing ordersfrom the Public Sector Undertakings

Our Company is focusing on securing orders from the public sector, which are issued on basis of bidding
process. Thiswill enable our Company accessto large orders and will aso enhance the image of our Company
in the industry. Our Company has aready secured orders from public sector undertakings such as Karnataka
Power Corporation Limited, a Government of Karnataka undertaking and Andhra Pradesh Power Generation
Corporation Limited, a Government of Andhra Pradesh undertaking.

4.  Proximity to major market segment of cement and mining.

Rajasthan is known for its rich reserves of chemicals and stones, which form the basic raw material for
cement and mining industry. This has led to establishment and growth of these industries in this area, and
to name afew: Shree Cement, J.K.Cement, Ambuja Cement, Laxmi Cement, Birla Cement, Mangalam Cement,
ACC, Hindustan Zinc, Chambal Fertilizers, etc. All these industries require conveyor belts for their material
handling. This enhances the scope for demand of our products, and all these factors add to the locational
advantage of our company.
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5.

Proven Technology & continuous development of new productsthrough in house R& D.

Our company has been continuously developing various types of conveyor belts for special applications
as required by the different user industries. In past company has already developed special products namely
“Tiger M-27, SA-54, SC-36, SEHR —36, SEFR-81" to increase the belt life and to reduce cost of power in
comparison traditional grades of conveyor belts. We follow the highest quality standards and we are a1SO
9001:2000 Company.

Broad spectrum of the existing customers; geogr aphical aswell asIndustry wise.

We have a diversified client list consisting of different industries such as cement industry, mining industry,
coal industry, fertilizer industry etc. We have also been receiving orders from various Government Companies.
Our access to different industries and located at different parts of Country mitigates risk of seasonal
fluctuations and increases scope for products of our company.

Established client relationship

Over the years our Company has supplied our products to very big companies. We have received repeated
orders from our major clients. Our Company has also been awarded Annual maintenance contracts (AMC)
by many of our clients.

Quantitativefactors:

1

Earning per Share (EPS)

Year EPS(Rs) Weights
2005-06 412 1
2006-07 343 2
31.12.2007 (Annualised) 252 3
Weighted Average 3.09

P/E Ratio in relation to the I ssue Price of Rs. 35/- per share
Particulars At Issue Price of Rs. 35/- per equity share
Based on the adjusted EPS for the year ended
December 31, 2007 (Annualised) of Rs.2.52 13.9 Times

Return on Net Worth (RONW)
Year RONW (%) Weights
2005-06 2798 1
2006-07 1463 2
31.12.2007 7.70 3
Weighted Average RONW 13.39

Minimum Return on Increased Net Worth required to maintain Pre-1ssue EPS (as on 31.12.2007 Annualised)
of Rs. 2.52/- is 8.62% at the issue price of Rs.35/- per equity share.

Net Asset Value per Share

NAV (Beforeissue) (As on December 31, 2007) Rs.20.08
NAV (Beforeissue) (As on December 31, 2007) Rs.18.06
NAV (After issue) Rs26.34
Issue Price Rs.35/-

Comparison of accounting ratios of our company with industry average and accounting ratios of peer group
for financia year 2007
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Our company cannot be compared with other listed companies, as it does not have any direct competitor
in the segment, in which it operates.

The Punjab National Bank in its Appraisal Report mentioned that, ‘MRF Limited is having the capacity to
manufacture rubber conveyor belts up to 2000mm at present, hence with no additional establishing cost, it
can create price war in the market’. However, MRF Limited is aso involved in manufacturing of various
rubber products such as tyres whereas our Company is involved only in the business of manufacturing
rubber conveyor belts and hence MRF Limited cannot be directly compared as a peer group for the purposes
of calculation of issue price.

The Issue Price is 3.5 times of the face value of the Equity Shares.

The Lead Manager is of the opinion that the Issue Price of Rs. 35/-isjustified in view of the above qualitative
and quantitative parameters. The investors may refer to the risk factors and financials of our company
including important profitability and return ratios, as set out in the Auditor’s report to have a more informed
view of the investment proposition.
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9. STATEMENT OF TAX BENEFITS

TheBoard of Directors

Somi Conveyor Beltings Limited
4F-15“Oliver House”

Near Bank of India

Jodhpur

Sub: Initial Public Offer of our company: Possible Tax benefitsto Company & Shareholders.
Dear Sir,

With Reference to above we are enclosing herewith “ Annexure” regarding possible tax benefits available to the
company and its shareholders under current tax laws presently in force. These Benefits will be available subject
to fulfilling the conditions specified in relevant sections of law.

The statement regarding benefits given in “annexure” is intended to provide general information to investors and
it is not a substitute of professional advice. Each Investor is advised to consult his or her own advisor with
respect to specific tax implications arising out of their participation in the |PO.

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

The contents of this “Annexure” are based of information’s, representations and explanations obtained from the
company and on the basis of our understanding of business activities of the company.

This report is solely for your information and for inclusion in offer document related to IPO and is not to be used
in any way for any purpose without your prior written consent.

FOR P.SINGHVI & ASSOCIATES

CHARTERED ACCOUNTANTS

PLACE: JODHPUR (PRAVEEN SINGHVI)
DATED: 26™ MARCH 2008 PARTNER
M.NO.71608
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“Annexure’
Statements of Possible Tax Benefits Available to Somi Conveyor Beltings Limited and to its Shareholders
SPECIAL TAX BENEFITS -
l. BENEFITSAVAILABLE TO THE COMPANY

There are no special tax benefits available to Somi Conveyor Beltings Limited
A.  UNDERTHEINCOME TAX ACT, 1961 (“THEACT")
There are no special tax benefits available to Somi Conveyor Beltings Limited
B. BENEFITSAVAILABLE TO UNDER THE CENTRAL EXCISEACT. 1944
There are no special tax benefits available to Somi Conveyor Beltings Limited
C. BENEFIT TOTHE COMPANY UNDER THE VALUE ADDED TAX & THE CENTRAL SALESTAX ACT, 1956.
There are no special tax benefits available to Somi Conveyor Beltings Limited
II.  BENEFITSAVAILABLE TO THE SHAREHOLDERSOF THE COMPANY
There are no special tax benefits available to Shareholders of Somi Conveyor Beltings Limited
GENERAL TAX BENEFITS

Theses are the general tax benefits available to the all companies and shareholders, subject to compliance with relevant
provisions.

Under thelncome Tax Act, 1961 (“theAct”)
A.  Benefits available to the Company

1  Asper section 10(34) of the Act, any income by way of dividends referred to in section 115-O (i.e. dividends
declared, distributed or paid on or after 1% April, 2003 by domestic companies) received on the shares of
any company is exempt from tax.

2 Asper section 10(35) of the Act, the following income will be exempt

a Income received in respect of the units of a Mutual Fund specified under clause (23D) of section 10,
or

b.  Income received in respect of units from the Administrator of the specified undertaking, or
C. Income received in respect of units from the specified company:

However, this exemption does not apply to any income arising from transfer of units of the
Administrator of the specified undertaking or of the specified Company or of a mutual fund, as the
case may be.

For the purpose

() “Administrator” means the Administrator as referred to in section 2 (a) of the Unit Trust of
India (Transfer of Undertaking and Repeat) Act, 2002 and

(i) “Specified Company” means a Company as refereed to in section 2(h) of the said Act.

3 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 assets if the same are held by the
assessee for enumerated below in respect of long term capital assts would be available if the sharesin a
company or a Unit of a Mutual Fund specified under clause (23D) of section 10 are held for more than
twelve months.
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4

10.

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

For this purpose, “Equity Oriented Fund” means a fund:-

() Wherethe ingestible funds are invested by way of equity shares in domestic companies to the extent
of more than sixty five percent of the total proceeds of such funds; and

(i)  Which has been set up under a scheme of a Mutual Fund specified under section 10(23D) of the Act.

As per section 115JB, while calculating “book profits’ the Company will not be able to reduce the
long term capital gainsto which the provisions of section 10(38) of the Act apply and will be required
to pay Minimum Alternate Tax @ 10% (plus applicable surcharge and education cess) of the book
profits.

The company is entitled to claim additional deprecation @ 20% (10% if the assts are used for less than 182
days) in accordance with provisions of section 32(1)(iia) for the purchase of new plant and machinery acquired
and installed after 31 March,2005.

In accordance with and subject to the provisions of Section 35, the Company would be entitled to deduction
in respect of expenditure laid out of expended on scientific research related to the business.

The company will be entitled to amortize preliminary, being expenditure incurred on public issue of shares,
under section 35D(2)(c)(iv) of the Act, subject to the limit specified in section 35D(3).

As per section 54EC of the Act and subject to the conditions and to the extent specified therein, long - term
capital gains (in cases not covered under section 10(38) of the Act) arising on the transfer of long - term
capital assets will be exempt from capital gains tax to the extent such capital gains tax to the extent such
capital gains are invested in a“long term specified asset” within a period of 6 months after the date of such
transfer. It may be noted that investment made on or after April 1, 2007 in the long term specified asset by
an assessee during any financial year cannot exceed Rs. 50 Lakhs.

However, if the assessee transfer 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 exempted earlier would become
chargeable to tax as long-term capital gainsin the year in which the long term specified asset is transferred
or converted into money.

A “long term specified asset” for making investment under this section on or after 1% April 2007 means any
bond, redeemable after three years and issued on or after the 1% April 2007 by:

() Nationa HighwaysAuthority of India constituted under section 3 of the National Highways Authority
of IndiaAct, 1988; or

(i) Rural Electrification Corporation Limited, a company formed and registered under the CompaniesAct,
1956.

As per Section 74 Short - term capital loss suffered during the year is allowed to be set-off against short -
term as well as long - term capital gains of the said year. Balance loss, could be carried forward for eight
years of claiming set-off against subsequent years' short - term capital gains. Long-term capital loss suffered
during the year is allowed to be set - off against long - term capital gains. Balance loss, if any, could be
carried forward for eight years for claiming set-off against subsequent years' long - term capital gains.

As per Section 80JJAA, and subject to the conditions laid down therein, of the Act further deduction is
allowable is equal to thirty per cent of additional wages paid to the new regular workmen employed by it in
the previous year for three assessment years including the assessment year relevant year relevant to the
previous year in which such employment is provided. For this purpose, “additional wages’ means the wages
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paid to the new regular workmen in excess of one hundred workmen employed during the pervious year.
However, in the case of an existing undertaking, the additional wages shall be ‘nil’ if the increase in the
number of regular workmen employed during the year is less than ten per cent of existing number of workmen
employed in such undertaking as on the last day of the preceding year.

As per section 111A of the Act, short term capital gains arising to the Company from the sale of equity
shears or a unit of an equity oriented fund transacted through a recognized stock exchange in India, where
such transaction is chargeabl e to securities transaction tax, will be taxable at the rate of 10% (plus applicable
surcharge and education cess).

As per section 112 of the Act, taxable long - term capital gains, if nay, on sale of listed securities or units
or zero coupon bonds will be chargeable 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 the act or at 10% (plus applicable surcharges and education cess) without indexation benefits,
at the option of the Company. Under section 48 of the Act, the long term capital gains 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.

Under section 115JAA(1A) of the Act, credit is allowed in respect of any Minimum Alternate Tax (‘MAT’)
paid under section 115JB of the Act, for any assessment year commencing on or after 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 Act for the assessment year. Such MAT credit is allowed to be carried forward
for set off purposes for up to 7 years succeeding the year in which the MAT credit is allowed.

B. Benefitsavailableto Resident Shareholders.

1

As per section 10(34) of the Act, any income by way of dividends referred to in section 115-O (i.e. dividends
declared, distributed or paid on or after 1 April, 2003 by the domestic companies) received on the shares of
the Company is exempt from tax.

As per section 2(29A) read with section 2(42A), shares held in a company are treated as long term capital
asset if the same are held by the 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 are held for more than twelve months.

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

As per section 54EC of the Act and subject to the conditions and to the extent specified therein, long-term
capital gains (in cases not covered under section 10(38) of the Act) arising on the transfer of along - term
capital asset will be exempt from capital gains tax to the extent such capital gains are invested in a “long
term specified asset” within a period of 6 months after the date of such transfer. It may be noted that
investment made on or after April 1, 2007 in the long term specified asset by an assessee during may financial
year cannot exceed Rs. 50 Lakhs. However, if the assessee transfer 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
exempted earlier would become chargeable to tax as long-term capital gains in the year in which the long
term specified asset is transferred or converted into money.

A “Long term specified asset” means any bond, redeemable after three years and issued on or after the 1
day of April 2007:

() By the National Highways Authority of India constituted under section 3 of the National Highways
Authority of IndiaAct, 1988: or

(i) By theRura Electrification Corporation Limited, acompany formed and registered under the Companies
Act, 1956.
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5.

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

(@ If theindividual or Hindu Undivided Family -

Owns more than one residential house, other than the new residential house, on the date of transfer
of the shares, or

Purchases another residential house within a period of one year after the date of transfer of the shares,
or

constructs another residential house within a period of three years after the date of transfer of the
shares; and

(b) The income from such residential house, other than the one residential house owned on the date of
transfer of the original asset, is chargeable under the head “income from house property”.

If only a part of the net consideration is so invested, so much of the capital gain as bears to the
whole of the capital gain, the same proportion as the cost of the new residential house to the net
consideration, will be exempt.

If the new residential house is transferred within a period of three years from the date of purchase or
construction, the amount of capital gains on which tax was not charged earlier, will be deemed to be
income chargeable under the head “Capital Gains’ of the year in which the residential house is
transferred.

As per Section 74 Short-term capital loss suffered during the year is allowed to be set-of against short-term
as well as long-term capital gains of the said year. Balance loss, if any, could be carried forward for eight
years for claiming set-off against subsequent years' short-term as well as long-term capital gains. Long -
term capital loss suffered during the year is allowed to be set-off against long-term capital gains. Balance
loss, if any, could be carried forward for eight years for claiming set-off against subsequent years' long-
term capital gains.

As per section 88E of the Act, securities transaction tax paid by the shareholders in respect of taxable
securities transactions entered into in the course of the business will be eligible for deduction from the
amount of income tax on the incomes chargeable under the head “Profits and Gains of Business or
Profession” arising from taxable securities transaction, subject to certain limit specified in the section.

As per section 111A of the Act, short-term capital gains arising from the sale of equity shares of the Company
transacted through a recognized stock exchange in India, where such transaction is chargeable to securities
transaction tax will be taxable at the rate of 10% (plus applicable surcharged and education cess).

As per section 112 of the Act, taxable long - term capital gains, if any, on sale of listed securities will be
charged to tax at the rate of 20%(plus applicable surcharge and education cess) without indexation benefits,
whichever is less. Under section 48 of the Act, the long term capital gains 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.

Benefitsavailable to Non - Resident Indians/ Non - Resident Shar eholders (Other than Fl1's)
1

As per section 10(34) of the Act, any income by way of dividends referred to in section 115-O (i.e. dividends
declared, distributed or paid on or after 1 April 2003 by the Company) received on the shares of the Company
is exempt from tax.
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2

As per section 2(29A) read with section 2(42A), shares held in a company are treated as long term capital
asset if the same are held by the 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 are held for more than twelve months.

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

As per first proviso section 48 of the Act, in the case of a non resident shareholder, the capital gain / loss
arising from transfer of shares of the Company, acquired in convertible foreign exchange, is to be computed
by converting the cost of acquisition, sales consideration and expenditure incurred wholly and exclusively
incurred in connection with such transfer, into the same foreign currency which was initialy utilized in the
purchase of shares, Cost Indexation benefit will not be available in such a case. As per section 112 of the
Act, taxable long - term capital gains, if any, on sale of shares of the company will be charged to tax at the
rate 20% (plus applicable surcharge and education cess).

As per section 54EC of the Act and subject to the conditions and to the extent specified therein, long-term
capital gains (in cases not covered under section 10(38) of the Act) arising on the transfer of a long-term
capital asset will be exempt from capital gains tax to the extent such capital gains are invested in a “long-
term specified asset” within a period of 6 months after the date of such transfer.

It may be noted that investment made on or after April 1, 2007 in the long term specified asset by an assessee
during any financial year cannot exceed Rs. 50 Lakhs. However, if the assessee transfer or coverts the long
term specified asset into money within a period of three years from the date of its acquisition, the amount
of capital gains exempted earlier would become chargeable to tax as long-term capital gainsin the year in
which the long term specified asset is transferred or converted into money.

A “long term specified asset” for making investment under this section on or after 1% April 2007 means any
bond, redeemable after three years and issued on or after the 1% April 2007 by:

() Nationa Highways Authority of India constituted under section 3 of the National Highway Authority
of IndiaAct, 1988; or

(i)  Rural Electrification Corporation Limited, acompany formed and registered under the CompaniesAct,
1956.

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

(@  If thelIndividua or Hindu Undivided Family -

owns more than one residential house, other than the new residential house, on the date of transfer
of the shares; or

purchases another residential house within a period of one year after the date of transfer of the shares;
or

constructs another residential house within a period of three years after the date of transfer of the
shares; and

(b) The income from such residential house, other than the one residential house owned on the date of
transfer of the original asset, is chargeable under the head “income from house property”.
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10.

14.

If only a part of the net consideration is so invested, so much of the capital gain as bears to the
whole of the capital gain, the same proportion as the cost of the new residential house bears to the
net consideration, will be exempt.

If the new residential house is transferred within a period of three years from the date of purchase or
construction, the amount of capital gains on which tax was not charged earlier, will be deemed to be
income chargeable under the head “Capital Gains’ of the year in which the residential house is
transferred.

As per Section 74 Short - term capital loss suffered during the year is alowed to be set-off against short-
term as well as long-term capital gains of the said year. Balance loss, if any, could be carried forward for
eight years for claiming set-off against subsequent years short-term as well as long-term capital gains.
Long-term capital loss suffered during the year is allowed to be set-off against long- term capital gains.
Balance loss, if any, could be carried forward for eight years for claiming set-off against subsequent years
long-term capital gains.

As per section 88E of the Act, securities transactions tax paid by the shareholders in respect of taxable
securities transactions entered into in the course of the business will be eligible for deduction from the
amount of income tax on the income chargeable under the head “ Profits & Gains of Business or Profession”
arising from taxable securities transactions subject to certain limit specified in the section.

As per section 111A of the Act, short term capital gains arising from the sale of equity shares of the Company
transacted through a recognized stock exchange in India, where such transaction is chargeable to securities
transaction tax, will be taxable at the rate of 10% (plus applicable surcharge and education cess).

As per section 115E of the Act, in the case of shareholder being a Non - Resident Indian, and subscribing
to the shares of the Company in convertible foreign exchange, in accordance with and subject to the
prescribed conditions, long term capital gains arising on transfer of the shares of the Company (in cases
not covered under section 10(38) of the Act) will be subject to tax at the rate of 10% (plus applicable surcharge
and education cess). Without any indexation benefit.

As per section 115F of the Act and subject to the conditions specified therein, in the case of shareholder
being a Non - Resident Indian, gains arising on transfer of long term capital asset being shares of the
Company will not be chargeable to tax if the entire net consideration received on such transfer is invested
within the prescribed period of six monthsin any specified asset or savings certificate refereed to in section
10(4B) of the Act, if part of such net consideration is invested within the prescribed period of six months
in any specified asset or savings certificates referred to in section 10(4B) of the Act then such gains would
not be chargeable to tax on a proportionate basis. Further, if the specified asset or savings certificate in
which 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 specified assets or savings certificates are transferred.

As per section 115G of the Act, Non - Resident Indians are not obliged to file a return of income under
section 139(1) of the Act, if their source of income isincome from specified investments or long tem 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 Chapter XVII - B of the Act.

As per section 115H of the Act, where Non - Resident Indian becomes assessable at a resident in India, he
may furnish a declaration is writing to the assessing Officer, along with his return of income for that year
under section 139 of the Act to the effect that the provisions of Chapter X1I-A shall continue to apply to
him in relation to such investment income derived from the specified assets for that year and subsequent
assessment years until such assets are converted into money.

As per section 1151 of the Act, Non - Resident Indian may elect not to be governed by the provisions of
Chapter X1 - A for any assessment year by furnishing a declaration along with his return of income for that
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assessment year under section 139 of the Act, that the provisions of Chapter XI1 - A shall not apply to him
for that assessment year and accordingly his total income for that assessment year will be computed in
accordance with the other provisions of the Act.

For the purpose of aforesaid clause “Non - Resident Indian” means an individual, being a citizen of India
or a person of Indian origin who is not a “resident” A person shall be deemed to be of Indian origin if he,
or either of his parent or any of his grand - parents, was born in undivided India.

Provisions of the Act vis-a-vis provisions of the Tax Treaty

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

Benefitsavailableto Foreign Ingtitutional Investors (‘FIIS)

1

As per section 10(34) of the Act, any income by way of dividends refereed to in section 115-O (i.e. dividends
declared, distributed or paid on or after 1 April 2003 by the Company) received on the shares of the Company
is exempt from tax.

As per section 2(29A) read with section 2(42A), shares held in a company are treated as long term capital
asset if the same are held by the 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 are held for more than twelve months.

As per section 10(38) of the Act, long term capital gains arising from the transfer of long term capital assets
being an equity share of the Company, where such transaction is chargeable to securities transaction tax,
will be exempt to tax in the hands of the Flls.

As per section 54EC of the Act and subject to the conditions and to the extent specified therein, long - term
capital gains (in cases not covered under section 10(38) of the Act) arising on the transfer of long-term
capital asset will be exempt from capital gains tax to the extent such capital gains are invested in a “long
term specified asset” within a period of 6 months after the date of such transfer. It may be noted that
investment made on or after April 1, 2007 in the long term specified asset by an assessee during any financial
year cannot exceed Rs. 50 Lakhs. However, if the assess transfer 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 exempted
earlier would become chargeable to tax long - term capital gainsin the year in which the long term specified
asset is transferred or converted into money.

A “long term specified asset” for making investment under this section on or after 1% April 2007 means any
bond, redeemable after three years and issued on or after the 1% April 2007 by:

() Nationa HighwaysAuthority of India constituted under section 3 of the National Highways Authority
of IndiaAct, 1988; or

(i)  Rural Electrification Corporation Limited, acompany formed and registered under the CompaniesAct,
1956.

As per Section 74 Short-term capital loss suffered during the year is alowed to be set-off against short-
term as well as long-term capital gains of the said year. Balance loss, if any, could be carried forward for
eight years for claiming set-off against subsequent years short-term as well as long-term capital gains.
Long-term capital loss suffered during the year is allowed to be set-off against long-term capital gains.
Balance loss, if any, could be carried forward for eight years for claiming set-off against subsequent years
long-term capital gains.
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6. The tax rates and consequent taxation mentioned above will be further subject to any benefits available
under the Tax Treaty, if any, between Indian and to country in which the FIl isresident. As per the provisions
of section 90(2) of the Act, the provisions of the Act would prevail over the provisions of the Tax to the
extent they are more beneficia to the FlI.

7. Asper section 111 A of the Act, short term capital gains arising from the sale of equity shares of the Company
transacted through a recognized stock exchange in India, where such transaction is chargeable to securities
transaction tax, will be taxable at the rate of 10% (plus surcharge and education cess).

8 Asper section 115 AD of the Act, FlIs will be taxed to the capital gains that are not exempt the provision
of section 10(38) of the Act, at the flowing rates:

Nature of Income Rate of Tax (%)
Long term capital gains 10
Short term capital gains (other than referred to in section 111 A) 0

The above tax rates have to be increased by the applicable surcharge and education cess.

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

9. Asper 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.

V. Benefits available to Mutual Funds

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

B. Benefits available under the Wealth Tax Act, 1957

Asset as defined under section 2(ea) of the Wealth Tax Act, 1957 does not include shares in companies and
hence, shares of the Company are not liable to wealth tax in the hands of shareholders.

Notes:
1  All the above possible benefits are as per the current tax laws as amended by the Finance Act, 2007.

2 All the stated possible benefits are as per the current tax law and will be available only to the sole / first named
holder in case the shares are held by joint holders.

3 In respect of non - residents, the tax rates and the consequent taxation mentioned above shall be further subject
to any benefits available under the double taxation avoidance agreements, if any, between India and the country
in which the non - resident has fiscal domicile.

4 In view of the individual nature of tax consequences, each investor is advised to consult his/ her / its own tax
advisor with respect to specific tax consequences of his/ her / its participation in the scheme. The shareholders
is also advised to consider in his/ her / its own case, the tax implications of an investment in the Equity Shares,
particularly in view of the fact that certain recently enacted legislations may not have direct legal precedent or
may have a different interpretation on his benefits which an investor can avail.



