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Intime Spectrum Registry Limited
Registrar of Companies

. The number of securities that a shasedwtitledito in proportion to his/her existing shareholding
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RIGOES ISSUE ...ttt s The issue of equity shares ancedesacdnatslin terms of this Letter of Offer
SEBI .. Securities and Exchange Board of India
SEBI GUIENINES ..o The Guidelines for Disclosure and InetesttorPissued by SEBI on January 19, 2000 read with

amendments issued thereafter from time to time till the date of filing of this Letter of Offer with SEBI.
The Companies Act, 1956 and amémehetentsom time to time.

Issue of 1,883,382 Equity Shares of Rsfbd/eastat a premium of Rs. 550/- per equity share on
rights basis to the existing equity shareholders of the Company in the ratio of 1 equity share for every
20 equity shares held on July 27, 2004 (date of the Book Closure). For every two equity shares being
offered on rights basis under this issue, the allottees will receive one detachable Warrant. Total issue
including conversion of warrants into Equity Shares at floor price would aggregate Rs. 2,184.72 million

Price at which the warrants can be exeroisegrsancinto equity shares of the Company. For
details please refer section “Terms of the Issue” on page 20 of this Letter of Offer

In this Letter of Offer, all references to “Rs.” refer to Rupees, the lawful currency of India, “USD” or “US$” refer to tbd Btaites Dollar, the lawful currency of the
United States of Amencaﬁ‘ or “Euro” refer to the Euro, the lawful currency of the European Union, “GBP” refers to the Great Britain Pound, theul

the United Kingdom, references to the singular also refers to the plural and one gender also refer to any other gendeappleables and the words “Lakh” or
“Lac” mean “one hundred thousand” and the word “million” means “ten lakh” and the word “crore” means “ten million” or “orez Hakis”

In this Letter of Offer unless the context otherwise requires, the terms ‘we’, ‘us’ and ‘our’ refer to Bharat Forge Limited.
In this Letter of Offer, any discrepancies in any table between total and the sums of the amount listed are due to rounding.

The Act
The Offer or The Issue ...

Warrant Conversion Price
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RISK FACTORS

The risks described below together with the other information contained in this Letter of Offer should be carefully considered
before making an investment decision. If any of the following risks actually occur, our business, financial condition and
results of operations could suffer, the trading price of our Equity Shares could decline and you may lose all or part of your
investment.

This Letter of Offer also contains forward-looking statements that involve risks and uncertainties. Issuer’s actual results
could differ materially from those anticipated in these forward-looking statements as a result of certain factors, including
the considerations described below and elsewhere in this Letter of Offer.

Internal Risk Factors
We focus primarily on the automobile and auto-components industry.

In fiscal 2004 we generated 69% of our total sales from the supply of forgings to automotive industry both in India and
globally. Accordingly, our future success depends on continued demand for our products in the automobile industry. We
believe that there have been substantial changes in the automobile industry in recent years, including continuing
consolidation, decreasing profit margins in certain sectors, regulatory and technological changes and other trends. W
believe these changes have led to increased outsourcing by automobile manufacturers. If the pace of these changes w
to slow down, we could experience reduced demand for our products. In addition, the auto-component industry is sensitive
to changes in economic conditions, cyclicality and unforeseen events, including political instability, recession, inflation or
other adverse occurrences. Any event that results in decreased demand in automobile industry, or increased pressure
automobile manufacturers to develop, implement and maintain in-house auto-component facilities, could have an advers
effect on our business, financial condition and results of operations.

Further our fortunes are linked particularly with the Medium/Heavy Commercial Vehicle segment of the automobile Industry,

which is cyclical in nature. The off-take of medium and heavy commercial vehicle components which significantly contributes

to our revenues can be adversely affected by factors like increase in fuel prices, macro economic performance and competiti
from alternate modes of transport such as railways, pipelines, etc.

We are substantially dependent on family of crankshafts and family of front axle beam and component products for
revenue in our closed die forgings Business.

A substantial portion of our revenues (excluding other income) are derived from sale of forged and/or machined crankshaft:
and front axle beams. During each of the fiscal 2002, 2003 and 2004 we derived a significant part of our total salealfom the s
of crankshafts and front axle beams and components. The proportion of revenues derived from each of the above in last thri
fiscals is as follows:

2002 2003 _ 2004
Forged COMPONENLS .......c..uuiiiiiiiiiie e e e s e e e e e e e e s ennnes 52% 45% 47%
Machined crankShaft ............ccoiiiiiiiiiii e 24% 21% 27%
Machined front axle beam and COMPONENLS ..........coccveveiiieeieiiiieeenieeen, 20% 27% 19%

We anticipate that crankshafts and front axle beams and components will continue to account for a substantial portion of ou
revenues. Consequently, our future success, to a large extent, will depend on continued demand for and market acceptance
our crankshafts and front axle beams and components, as well as our ability to introduce, enhance and add newer crankshe
and front axle beams and components that meet the evolving needs of the automobile industry in general and our customers
particular. Competition, technological changes or other factors could reduce demand for, or market acceptance of, these produ
and this could have an adverse effect on our business, financial condition and results of operations.

Increases in wages could reduce our profit margins.

Historically, wage costs in the Indian forging industry have been significantly lower than wage costs in the developed countrie
for comparable skilled technical personnel. In the long term, wage increases may make us less competitive unless we are al
to continue increasing our efficiency and productivity, and the prices we can charge to our customers. Any significant increas:
in wage costs could have an adverse effect on our business, financial condition and results of operations.
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The key technical and managerial personnel are crucial for sustenance of our success in future.

Our future success depends to a significant extent upon the continued contributions from our key technical and manageric
personnel. The loss of one or more members of our senior management team could have an adverse effect on our busine
financial condition and results of operations. For details of the key managerial personnel, please refer to “Our Management
Section on page no. 81 of this Letter of Offer.

Cordial relationship with the employees is crucial for smooth functioning of our operations.

Our operations rely heavily on employees and on the employees’ ability to provide high-quality services. In the event
there is a shortage of skilled labour or stoppage caused by disagreements with employees in future, it could affect ou
ability to meet the quality standards and timely completion of orders, which could lead to reduced business or may
potentially damage our reputation.

Mishaps or accidents at our facilities could lead to property damage, production loss and accident claims.

Any mishap or accident in our facilities could result in claims against us for damages by our employees. We could suffer
loss of production, receive adverse publicity and experience diversion of management attention and resources in defendin
such claims. Any such significant event could have an adverse effect on our business, financial condition and results ©
operations.

Our operating results depend on our relationships with our key large customers.

Due to our focus to target large customers, our results of operations and our business depend on our relationships with o
key large customers. During fiscal 2002, 2003 and 2004 we derived 50%, 54% and 47% of our total sales respectively, from oL
top 5 customers.

As a result of our reliance on relationships with a limited number of key large customers and the general trend in qur industry
we may face significant pressure on the size of the orders that we receive and the price we would be able to real@®. In additi
a customer that generates substantial revenues for us in one period may not be a substantial source of revenue for us i
subsequent period. Moreover, once an order is completed, there can be no assurance that a customer will place further orde
As a result there can be no assurance that we will be able to maintain our historical rate of growth or our current level o
revenues derived from the above customers or any other customer in the future.

We derive majority of our sales from India market

Due to our continued focus on the domestic market and continued demand from Indian customers, we derive majority of ou
income from our sales to Indian automobile manufacturers. During fiscal 2002, 2003 and 2004 we derived 73%, 55% and 59% c
our total sales respectively, from our sales in India. Any adverse developments in Indian automobile industry could result in
reduced demand from our Indian customers. Any such event could have an adverse effect on our business, financial conditic
and results of operations.

Our customers may terminate supply contracts before completion or choose not to renew contracts, which may adversely
affect our profitability.

Any failure to meet a customer’s expectations could result in the cancellation or non-renewal of contracts. Generally, oul
contracts with customers do not commit our customers to provide us with a specific volume of business and can be
terminated by them with or without cause, with little advance notice and without penalty. Such cancellations could
significantly reduce our revenues. Typically, we enter into a master/umbrella agreement with a customer and products ar
delivered under specific work orders. There is, however, no commitment on the part of our customer to pass on new worl
orders to us. There are also a number of factors other than our performance and that are outside our control that cou
cause the loss of a customer. Our customers may demand price reductions, change their outsourcing strategy by movii
more work in-house, or replace their existing products with castings, any of which may have an adverse effect on oul
business, financial condition and results of operations.

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

For fiscal 2003 and 2004 our days of sales outstanding which is the ratio of sundry debtors (including the bills discounted ir
the normal course of business) to total sales in a particular period multiplied by the number of days in that period was
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approximately 111 days and 108 days respectively, which reflects the average period for which the sales invoice remain
outstanding. Lower the ratio in terms of number of days indicates shorter collection cycle, which improves our working capital
management. Our day of sales outstanding is typically on the higher side primarily on account of significantly longer collectio
cycle for export sales as compared to domestic sales. A typical indicative collection cycle for domestic sales is between 30 t
60 days. However, the typical indicative collection cycle for export sales is much longer, averaging between 150 to 180 days
which comprises of the following : (From day zero i.e. shipment out of Bharat Forge)

S 017 0] 0 11T | PP PP PP PP PPPPPPPP: 30 to 40 days
Internal transport in destination COUNTIY .........coiiiiiiiiiiiece e s5-7 day
StOCK held DY CUSIOME ...vvieiiiii e e e About 60 days
Credit Terms (from the time of actual withdrawal from stock so held)................cc......... 45 to 60 days
Lo Y70 0 =T 0 Yo U 7-15 days

o = U 147 to 182 days

With increasing trend in our export sales, the total average number of days for which the receivables will remain outstanding
may increase. Aggregate of our bad debts written off and provisions for doubtful debts were Rs. 10.20 million, Rs. 18.31 millio
and Rs. 8.87 million, for fiscal 2002, fiscal 2003 and fiscal 2004, respectively. Our inability in future to further adbelerate
realisation of our receivables could adversely impact our liquidity.

Increase in input cost could reduce our profitability

Our major input costs consist of steel, and power & fuel. For the year ended March 31, 2004, steel cost comprised approximate
54% of our total expenditure excluding interest and depreciation. Similarly power and fuel during the same period comprised
approximately 11% of our total expenditure excluding interest and depreciation. Average steel prices have been increasing i
the recent past. The Power and fuel cost comprised of electricity cost, fuel oil cost and LPG cost. The prices of Efectricity a
determined by the state electricity Board from time to time, which are beyond our control. The prices of Fuel Oil and LPG
depend among other things on the international crude oil price movements, which are also beyond our control. We may not b
able to pass on any or all increase in the cost of raw materials and other inputs, if any, to our customers. An ingrgase, if an
input costs could have an adverse effect on our business, financial condition and results of operations.

Dependence on few suppliers may adversely affect the availability of key input at reasonable prices thus affecting our
margins and may have an adverse effect on our business, financial condition and results of operations

We procure our major raw material, viz. steel from our group companies Kalyani Steel Limited and Kalyani Carpenter Special
Steels Limited. The steel procured from these two companies for fiscal 2004 aggregated approximately 80% of the steel procure
by us. Steel is procured from these two companies on arm's length basis and we do not have any firm binding supply contrac
with either of these companies. Discontinuation of production by these companies or a failure of these suppliers to adhere f
the delivery schedule can hamper our production schedule and, therefore, also affect our revenues and hamper our busin
and results of operations. This dependence may also adversely affect the availability of key inputs at reasonable prices thi
affecting our margins and may have an adverse effect on our business, financial condition and results of operations.

Fixed price contracts; - Increase in the cost of inputs or our inability to estimate accurately the resources, future rates of
wage inflation and currency exchange rates could have an adverse impact on the profitability from such contracts

All our contracts are on a fixed-price basis. In the past we have derived our revenues from fixed-price contracts and we expe
to continue to derive a significant proportion of our revenues from fixed-price contracts. Fixed-price contracts areridctse cont
where the price per unit is specified in the contract. Our inability to pass through partly or entirely the increasetinfthe cos
inputs or our inability to estimate accurately the resources, future rates of wage inflation and currency exchange rates coul
have an adverse impact on the profitability from such contracts.

We operate in a globally competitive business environment

We operate in a globally competitive business environment. Increasing competition may force us to reduce the prices o
our products, which may reduce our revenues and margins and/or decrease our market share, either of which could ha
an adverse effect on its business, financial condition and results of operations.
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Our revenues may vary from quarter to quarter.

Our operating results may vary on a quarter to quarter basis depending upon a number of factors, including the size ar
timing of significant contracts and product sales; the mix of our product revenues; the mix of domestic and export sales;
the ability to scale up our operation; unanticipated termination of a major order; loss of a major customer; reduction in
customers demand; our success in expanding our geographical presence; currency exchange rate fluctuations and ott
general economic factors. As a result, our revenues and operating results in a particular period are difficult to predict, an
may vary from period to period. If this were to occur, it may have an adverse effect on our business, financial condition
and results of operations.

Any inability to manage our rapid growth could disrupt our business. Our inability to secure significant amounts of
financing, to manage expansion process can have an adverse effect on our business, financial condition and results of
operations.

We have experienced significant growth in recent periods. Our total revenues (net of excise duty) for fiscal 2004 were Rs
8,511.39 million as compared to Rs. 6,449.55 million for fiscal 2003. The total revenues increased by 32% in fiscal 2@@# compar
to fiscal 2003. Our success will depend, among other things, on our ability to secure significant amounts of financing, to
manage the expansion process, to assess potential markets, to make timely capital investments with the price cycle, to cont
input costs, to attract new customers and to maintain sufficient operational and financial controls. We expect our growth tc
place significant demands on our management and other resources and require us to continue developing and improving ©
operational, financial and other internal controls. Our inability to secure significant amounts of financing, to managmexpansi
process can have an adverse effect on our business, financial condition and results of operations.

We could become liable to customers, suffer adverse publicity and incur substantial costs as a result of defects in our
products or services

Our contracts involve providing products that are critical inputs to the products of our customers. Any failure or defect in
our products could result in a claim against us for damages. We could also incur costs, receive adverse publicity an
experience diversion of management resources in defending a claim. Settlement of any substantial claim(s) for damage
could have an adverse effect on our business, financial condition and results of operations.

Our customers share their intellectual property rights, including their product designs, any misappropriation of which
could harm our competitive position

If our customer’s proprietary rights are misappropriated by us or our employees in violation of any applicable confidentiality
agreements, our customers may make us liable for that act and seek damages and compensation from us. This could he
an adverse effect on our business, financial condition and results of operations and hamper our reputation.

Our ability to proceed with major plans and also obtain financing is subject to our lender’s covenants

As of March 31, 2004, we had Rs. 2,855.68 million of total debt. The agreements in respect of some of the debt contain certal
covenants including maintenance of financial ratios, compliance reporting requirements and other restrictions which may
significantly limit the our ability to borrow additional money, alter share capital, make expansions and diversifications, make
capital expenditure and investments, merge or incur additional liens.

We have not commissioned an independent appraisal for the use of proceeds to be raised through this Issue

The use of proceeds of the Issue has been determined based on internal estimates of our management and no bank or finan
institution has appraised the use of proceeds to be raised by us through this Issue. No independent body will be monitorin
the use of proceeds. Progress in the use of proceeds from this Issue as is statutorily required by SEBI will be reporte
quarterly alongwith the publication of our quarterly results and in our annual report.

For our total project, which is estimated to cost Rs. 3,500 million, we have not placed orders or entered into agreements
for a substantial portion of our planned investments from the net proceeds of this Issue.

For the total project costing about Rs. 3,500 million, we have placed orders for the purchase of capital equipment and buildin
aggregating only Rs. 1,618.73 million, which we propose to fund by the net proceeds of this Issue.
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Pending the deployment of funds towards the various objects of the Issue, the funds would be deployed either toward
temporary reduction in utilization of short term working capital facilities and / or in liquid instruments such as Banls Deposit
Units, GILT edged securities and other ‘AAA rated interest bearing securities as may be approved by the Board of Directors
or a Committee thereof. Such transactions would be at the prevailing commercial rates at the time of investment. Should th
Company utilise the funds towards temporary reduction in utilization of short term working capital facilities, the Company
undertakes that it would ensure consistent and timely availability of the rights issue money so temporarily deposited in the
working capital facilities to timely meet the fund requirement of the project. For details of the project, please refectiothe
“Objects of the Issue” on page 34 of this Letter of Offer.

We are in the process of applying for / obtaining certain approvals for our proposed expansion plan. Non-receipt of the
said approvals or delay in receipt of the said approvals may delay our expansion plans and may have negative impact on
our operations and proposed expansion plans

We are in the process of applying for industrial license for crankshaft machining facility expansion at our Mundhwa plant from
the present level of 400,000 numbers per year to 450,000 numbers per year. We are also in the process of applying for tl
approval under Factories Act, 1948 in respect of the factory building proposed to be constructed for the proposed forging
expansion. We have not yet received the following approvals in respect of the proposed expansion at Mundhwa:

« Industrial license for forging capacity expansion applied vide letter dated April 24, 2004

e Approvals under Factories Act, 1948 for setting up of new facility / expansion of facilities applied vide letter dated
March 25, 2004

« Approval from Maharashtra State Electricity Board for additional load applied vide letters dated April 03, 2004 and
April 24, 2004

« Approval from Pollution Control Board for Air and Water Pollution in respect of enhanced forging capacity applied vide
letters dated April 15, 2004

Non-receipt of above approvals or delay in receipt of the approvals may delay our expansion plans and may have negati\
impact on our operations and proposed expansion plans.

The floor for warrant exercise price is not indicative of the future market price of equity shares of the Company

Warrant Exercise Price shall be at a 15% discount to the average of the previous three calendar months daily closing pric
immediately preceding the month in which the warrant conversion is exercised, subject to a floor price (minimum price) of
atleast Rs. 1,200 per warrant. We have fixed the floor price of Rs. 1,200 since that would be the minimum price at which the
warrants can be exercised. Therefore though the warrant exercise price is linked to the market price, in the event the avera
market price is less than Rs. 1,200, the warrant exercise price would be fixed at Rs. 1,200 and as a result, the Wagant Exerc
Price would be higher than the then prevailing market price. The investors may also note that the floor price of Rs. 1,20(
per warrant should not be taken to be indicative of the market price of the equity shares, whether presently or aftgr the equit
shares are issued upon the exercise of warrants are listed. No assurance can be given regarding the active / sustained tra
in the equity shares or the price at which the Equity Shares offered under the present Issue will trade either aftgr the listin
or at the time of exercise of warrants.

One of our group company, BF Utilities Limited incurred a loss of Rs. 20.49 million

For the year ended September 30, 2003, our group company, BF Utilities Limited incurred a loss of Rs. 20.49 million. We do
not have any investment in BF Utilities Limited.

The accounts of our subsidiary for the first three months of its operations ended March 31, 2004 are unaudited

CDP Bharat Forge GmbH ("CDPBF") was incorporated on December 15, 2003 to acquire the German operations of Carl Dal
Peddinghaus GmbH & Co., KG, Germany in an asset purchase deal with effect from January 01, 2004. The first accountin
year of CDPBF would end on December 31, 2004. The statutory auditors of CDPBF have confirmed that as per German law:
there is no requirement to get the quarterly financials results audited, or publish audited or unaudited financial results
Accordingly, the accounts of our subsidiary, CDPBF (incorporated in Germany) for the first three months of its operations
ended March 31, 2004 are unaudited.

Vi
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We may face conflicts of interest with our affiliates, Kalyani Steel Limited and Kalyani Carpenter Special Steels Ltd.,
where our promoter and principal shareholder, is a director, promoter and maintains a majority ownership in these
companies.

Mr. B N Kalyani, our promoter and principal shareholder, who controls 37.25% of our currently issued Equity Shares will
continue to control at least 37.25% of our issued Equity Shares at the completion of the Issue. In this regard, the following
should be noted:

Kalyani Carpenter Special Steels Ltd. (a related company) and Kalyani Steels Ltd. (a company promoted by Mr. Kalyani) are
our major suppliers of steel. In the event there is a dispute between us and either of Kalyani Carpenter or KalyaneSteels the
may be a conflict of interest in resolving such a dispute.

Mr. B N Kalyani, our promoter and principal shareholder, may have the ability to influence the outcome of any shareholder
resolution.

Mr. B N Kalyani, our promoter and principal shareholder controlling 37.25% of our currently issued Equity Shares will continue
to control at least 37.25% of our issued Equity Shares at the completion of the Issue. As a significant shareholder, Mr Kalyar
will have the ability to influence the outcome of any shareholder resolution.

For the fiscal 2004, our total capital commitments were Rs. 739.36 million and outstanding bank guarantees were
Rs. 69.47 million and other bank guarantees of Rs.49.04 million.

As of March 31, 2004, we had total commitments and bank guarantees of Rs. 857.87 million, which consisted of Rs. 739.3¢
million of capital expenditure being estimated value of contracts remaining to be executed on capital accounts, net of advance
and not provided for and Rs. 69.47 million as secured guarantees provided by banks on our behalf and Rs. 49.04 million ¢
other bank guarantees.

Our Contingent liabilities as on March 31, 2004 aggregated Rs. 3,442.35 million
As on March 31, 2004, we had the following contingent liabilities:
e Sales Bills Discounted of Rs. 1,525.81 million

« Balance outstanding on guarantees given by us on behalf of other companies of Rs. 1,566.69 million. These guarante
have been issued to facilitate borrowings for our promoter group companies.

« Claims against the Company not acknowledged as debts of Rs. 138.82 million
« Disputed Income Tax Matters of Rs. 191.30 million
¢ Excise Demand matters under dispute of Rs. 19.73 million

Crystallisation of any of the above liabilities may require us to honour the demands raised, if any, which may adversely impac
our liquidity and thereby may have a material adverse impact on our financial resources and net worth.

We have an Outstanding Export Obligation, non fulfillment of which may expose us to pay the duty concession availed
aggregating Rs. 111.28 million together with interest and penalties, if any

We have imported certain equipments at concessional duty under Export Promotion Capital Goods (EPCG) Scheme and ha
availed duty concessions of Rs. 111.28 million. As a result we have assumed export obligations, which we are required to fulfil
by fiscal 2011. The consequence of not meeting the above commitments would be a retroactive levy of import duty on item:
previously imported at concessional duty. Additionally the respective authorities have rights to levy penalties andstor intere
for any defaults on a case-by-case basis.

Failure by BF Utilities Limited to honour its sales tax deferral liability aggregating Rs. 463 million may have an adverse
effect on our business, financial condition and results of operations

BF Utilities Limited, one of our group companies, engaiger-alia in the business of wind power generation, has entered

into an agreement dated March 10, 2001 with us to supply the said power. By virtue of setting up of the wind mills, BF Utilitie
is eligible to claim sales tax deferral / exemption benefits under the Package Scheme announced by the Government
Maharashtra. Pursuant to the aforesaid agreement, BF Utilities Limited has agreed to transfer the said Sales tax benefit to
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and we have agreed to transfer the sales tax collected by us to BF Utilities Limited, with an obligation on BF Utilitiésd_imite
make the payment to the Government of Maharashtra as per the package scheme read with the aforesaid agreement. A
result, from time to time, we transfer the accumulated sales tax collected by us alongwith the obligation thereof under the
deferral scheme to BF Utilities Limited. As of March 31, 2004, we have transferred sales tax collected by us aggregating
Rs. 463 million to BF Utilities Limited and would continue to do so until termination of the said agreement or March 31, 2008,
whichever is earlier. Should BF Utilities Limited fail to honour its commitment to make payments to the Government of
Maharashtra in accordance with the package scheme, Government of Maharashtra is entitled to recover the same from us.
case of such eventuality, it may have an adverse effect on our business, financial condition and results of operations.

Following are material pending Litigations and defaults in which we, our directors and our group companies are involved

The following are the material pending litigations and defaults against us, some of our directors and group companies. Fo
details of these litigations please refer to sub—section B under ‘Outstanding Litigations” on page no. 122 of this Letter of
Offer. For details of litigations initiated by the Company, please refer to the sub- section A under Outstanding Litigations on
page 119 of this Letter of Offer.

a) Pertaining to Securities Law

Various suits have been filed by/against shareholders against/by third parties wherein the Company has been restraine
from transferring the shares under dispute or paying dividend and other entitlements on such shares to such partie
till the disposal of the suits.

b) Pertaining to Statutory Authorities
Excise & Customs disputes aggregating to Rs. 39.44 Million

The Company has fifteen excise and customs disputes generally relating to Excise duty and CENVAT Credit and the like
aggregating to Rs. 39.24 Million.

Income Tax disputes aggregating to Rs. 188.15 Million

The Company has fifteen income tax disputes of which two relate denial of carry forward loss on account of exchange rat
fluctuation and other miscellaneous matters and thirteen relate to deductions made by the Company. The disputes aggreg
to Rs. 188.15 Million.

Octroi Duty dispute aggregating to Rs. 103.11 Million

The Company has one dispute with the Pune Municipal Corporation regarding payment of interest on octroi duty payable
by the Company, aggregating to Rs. 103.11 Million.

Property Tax dispute aggregating to Rs. 22.61 Million

The Company has one dispute with the Pune Cantonment Board regarding property tax in respect of the Company’
properties at Mundhwa, Pune aggregating to Rs. 22.61 Million.

Environmental disputes

The Company has under the provisions of the Water (Prevention and Control of Pollution) Act, 1974, preferred two distinct
appeals before the appellate authority against two orders of the Maharashtra Pollution Control Board for imposing stringen
conditions in the consent to operate and imposing cess on the basis of a wrong consumption reading submitted by th
Company. The disputes do not involve ascertainable amounts.

Export dispute fine of Rs. 0.07 Million

The Company has filed an appeal before the Additional Director General of Foreign Trade (“DGFT") against a fine of Rs.
75,000/- (paid by the Company under protest) imposed on the Company for its failure to establish documentary evidenc
proving exports made by the Company.

C) Pertaining to Labour Laws aggregating to Rs. 6.62 million

The Company is involved in disputes with its officers, workmen and contract labourers relating to reinstatement and
backwages, aggregating to Rs. 6.62 million.
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d)

e)

Pertaining to other matters
RBM Associates and Jarrett Associates, England (“Agent”) for damages in excess of £ 100,000/-

The Agent has issued a notice threatening to initiate arbitration proceedings claiming damages assessed by the Agent
be in excess of £ 100,000/- against the Company with respect to the alleged breach of an agency agreement by the Compa
However, as of date the amount is not ascertainable in the absence of a formal claim invoking arbitration.

ITOCHU Automobile America INC., U.S.A. (Itochu) for agency commission of 5% of sales made by the Company to
the Ford Motor Company, U.S.A

Itochu has issued a legal notice through its Attorneys, Abbot Nicholson PC, threatening appropriate legal action for
failure by the Company to pay agency commission of 5% of sales made by the Company to the Ford Motor Company;
US.A.

Against the Directors of the Company
Mr. P. Bhogilal

A. Cummins India Ltd. has filed a criminal complaint against Mr. P. Bhogilal under Section 138 of the Negotiable Instruments
Act, 1882 for dishonour of a cheque signed by him in his capacity as director of Batliboi Ltd. The matter is pending in
Court of the Judicial Magistrate, First Class (“JMFC”"), Pune. In a dispute between purchasers of shares of a company
belonging to Mr. Bhogilal, Mr. Bhogilal has been impleaded as a party although no charges or claims are made agains
him. Mr. Bhogilal has made an application for discharge. No amounts are ascertainable for these disputes.

B. One of our independent non-executive director, Mr. Pratap Bhogilal was an independent non-executive director on
the Board of Mysore Kirloskar Limited (MKL), a company whose name appeared in the RBI defaulter list. The default
pertained to the loan availed by MKL from Sumitomo Mitsui Bank. Mr. Bhogilal has ceased to be a director of MKL
with effect from January 12, 2001. We understand that MKL was referred to Board for Industrial and Financial
Restructuring (“BIFR”) and thereafter winding up orders was passed by Karnataka High Court on April 01, 2004.

Mr. S. D. Kulkarni

In a matter under the Foreign Exchange Regulation Act, 1973 despite holding that Mr. Kulkarni has not violated any
provision of FERA, the adjudicating authority levied a penalty for Rs. 0.15 Million for not depositing the foreign exchange
with the authorized dealer within the stipulated period. Mr. Kulkarni has filed an appeal against the said order and the
same is pending.

Mr. G.K. Agarwal

Pursuant to an investigation into the cause of an accident in which a contract labourer was injured, the Factory Inspectc
initiated prosecution against Mr. G.K. Agarwal in his capacity as ‘Occupier’ of the Mundhwa factory at Pune for
contravention of the provisions relating to “Safety and Maintenance in Dangerous Operations”, as stipulated under the
Factories Act, 1948. The matter is pending before the Court of Chief Judicial Magistrate, Pune. No amount is ascertainabl
for this dispute.

Pursuant to injuries and death caused to certain employees at the Mundhwa Plant, (‘Plant’) a show-cause notice we
issued to Mr. G. K. Agarwal as the Occupier of the Plant, asking him to show-cause as to why proceedings should not b
initiated against him for breach of the provisions of Section 7-A (2) (a) of the Factories Act, 1948. Mr. Agarwal has
appropriately replied to the show-cause notice. Thereafter summons have been served on Mr. Agarwal by the Court o
Chief Judicial Magistrate, Pune. No amount is ascertainable for this proceeding.

Mr. Anil Rege

Mr. A.D. Rege, as a director of Indo Rama Synthetics () Ltd., has preferred an appeal before the Appellate Tribunal for
Foreign Exchange, against an order dated February 12, 2004 of the Adjudicating Authority (“Order”) passed against Indo
Rama Synthetics (1) Ltd. and its directors. The Order passed was for the contravention of the provisions of Section 18(3) o
the (erstwhile) Foreign Exchange Regulation Act, 1973 (“Act”) as Rs. 0.89 Million towards the value of goods exported by

Indo Rama Synthetics () Ltd. was not realised by Indo Rama Synthetics () Ltd., nor written off by the authorised dealer/
Reserve Bank of India. The Appellate Authority has also imposed a fine of Rs. 0.1 Million on the Company and Rs. 25,000 or
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g)

each director, under Sections 50 and 51 of the Act. Mr. A.D. Rege has resigned as a director of Indo Rama Synthetics (1) Ltc
with effective from April 20, 2004.

Litigations by and against the Promoter/Group/Associate Companies (top 5 listed)
Kalyani Brakes Limited

The company has filed appeals with the Commissioner in respect of seven excise cases for denial of CENVAT credit for
imported machines taken on lease from Maruti who had imported the same under an EPCG. The amounts aggregate
Rs. 3.64 Million.

Automotive Axles Limited

There are five cases relating to entry tax aggregating to Rs. 0.20 Million. There are eight labour cases filed by the employee
of the company for reinstatement with back wages aggregating to Rs. 5.46 Million. The cases are pending in various
labour Courts. There is one case filed by the Employees Union against the company for wages during the four mont
strike period between February and May 1999. The amount involved is not ascertainable. There are two cases relating
Central Excise aggregating to Rs. 0.12 Million.

Kalyani Steel Limited

Seven civil suits are filed against various parties for recovering an aggregate sum of Rs 21.49 Million. One suit has bee
filed by the company against the Pune Municipal Corporation ("PMC") in respect of demands raised by the PMC

aggregating to Rs. 54.27 Million. One suit has been filed by the company against the PMC to claim refund of Rs. 7.88
Million advanced as a security deposit. Five Civil Suits have been filed against company claiming an aggregating amoun
of Rs. 5.38 Million. There are four applications pending in the ESI Court involving demands of Rs. 2.46 Million. There are

eight sales tax claims pending with various appellate sales tax authorities involving demands aggregating to
Rs. 3.38 Million. There are two income tax claims pending with appellate income tax authorities involving demands

aggregating to Rs. 0.25 Million. There are two show cause notices issued by the excise authorities relating to CENVAT/
MODVAT Credit claimed by the company aggregating to Rs. 29.28 Million. In addition there are eleven excise claims

pending with the various excise authorities relating to CENVAT Credit, valuation etc. aggregating to Rs. 119.87 Million.

Litigations by and against the Promoter/Group/Associate Companies (top 5 unlisted)
Meritor HVS Limited

The company has received a corrigendum to its reply to one show cause notice issued by the Assistant Commissioner:
Central Excise relating to service tax for the technical support provided to Automotive Axles Ltd for Rs. 1.59 Million.

Kalyani Carpenter Special Steels Limited

There are four labour cases filed by the employees against the company regarding retrenchment. The cases are pending
the Labour Court, Pune aggregating to Rs. 2 Million.

Epicenter Technologies Pvt. Ltd.

The company has preferred an appeal against the order of the Assistant Commissioner of Income Tax disallowing certai
expenses claimed by the company amounting to Rs.1.85 Million

Precision Seals Manufacturing Limited

The company has preferred an appeal against the order of the Additional Commissioner, Central Excise claiming excist
duty on sale of rubber components by the company to Kalyani Brakes Limited. The amount claimed under the order is
Rs. 1.67 Million (Plus penalty equal to the amount of duty payable and interest @ 24% per annum).

Promise v/s Performance Analysis

Bharat Forge Limited

The Company had made Rights Issue of equity shares in October 1989, October 1992 and in March 1994. The promise
future performance of the Company was not presented in the Letters of Offer for October 1989 issue and hence
comparison of the Company’s actual performance vis-a-vis the projections made in the Letters of Offer is not possible.
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1992

Rights issue of 3,660,700 equity shares of Rs.10/- each for cash at a premium of Rs.150/- per share aggregating to Rs.585
million to the equity shareholders of Bharat Forge Limited in September-October, 1992. Additionally, 183,000 equity shares
of Rs.10/- each for cash at a premium of Rs.150/- per share aggregating to Rs.29.30 million were offered to the employee
(including Indian Working Directors and Workers) of the Company. There was a shortfall in the actual performance
compared to the projections given in the Letter of Offer, as given below:

(in Rs. million except per share data)

1993 1994 1995
Year ending March 31 Promised Actual Promised Actual Promised Actual
Total Income 3,385.70 2,416.74 3,701.10 2,365.87 3,944.00 3,583.42
PBDIT 600.20 450.63 764.30 588.24 899.60 764.24
Depreciation 202.90 123.77 228.20 146.75 252.40 165.99
Interest 308.10 25358 273.60 325.19 273.80 340.10
Profit after Tax 98.00 73.29 159.10 116.30 209.60 258.15
Earning Per Share (Rs.) 5.30 3.98 8.00 5.89 1054 7.96
Net Asset Value Per Share (Rs.) 80.19 76.49 90.85 85.88 98.39 72.74

The issue was made to finance the wheel rim project at projected cost of Rs. 372.50 million (actual cost Rs. 446.32 million)
financial services division at actual cost of Rs. 600.00 million, normal capital expenditure & investments at actual cost of
Rs. 288.00 million, for repayment of term loans & debentures and for working capital requirements accumulating to
Rs. 1,193.10 million. The Wheel Rim Project was to be completed by August, 1994 (actual by March 1996) and Financial Service
division by December, 1992 (actual during 1992-93). The recession in the Indian automotive industry during the period
1992-1994 contributed to the shortfall in the revenue and profitability parameters.

1994

Rights issue of 6,923,000 equity shares of Rs.10/- each for cash at a premium of Rs.40/- per share aggregating |
Rs.346.15 million to the equity shareholders of Bharat Forge Limited in February-March, 1994. There was a shortfall in the
actual performance compared to the projections given in the Letter of Offer, as given below:

(in Rs. million except per share data)

1994 1995 1996
Year ending March 31 Promised Actual Promised Actual Promised Actual
Equity Share Capital 266.47 197.46 308.25 280.57 339.96 367.77
Reserves & Surplus 1,773.92 1,507.86 2,093.40 2,008.98 2,683.49 3,366.65
Total Income 2,772.72 2,365.87 3,086.11 3,583.42 3,634.12 4,964.96
PBDIT 566.06 588.24 720.22 764.24 918.65 1,124.08
Depreciation 194.27 146.75 209.89 165.99 272.61 176.38
Interest 290.33 325.19 291.13 340.10 339.85 438.20
Profit before Tax 81.46 116.86 219.20 259.02 306.19 509.50
Profit after Tax 81.46 116.30 219.20 258.15 306.19 508.74
Earning Per Share (Rs.) 3.06 5.89 711 7.96 9.01 12.31

Net Asset Value Per Share (Rs.) 76.57 85.88 7791 72.74 88.94 97.82
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The issue was made to finance the connecting rod project at projected cost of Rs. 164.12 million (actual cost Rs. 105.17 millio
expansion of financial services division at actual cost of Rs. 300.00 million and for normal capital expenditure & inwetstments
actual cost of Rs. 178.76 million. The connecting rod project was to be completed by September, 1995 (actual by Decembe
1996). The recession in the Indian automotive industry during the period 1994 contributed to the shortfall in the revenue an
profitability parameters.

Kalyani Steels Limited

Rights issue of 9,085,000 equity shares of Rs.10/- each at a premium of Rs.50/- per share aggregating Rs.545.10 million
equity shareholders of Kalyani Steels Limited in February-March, 1994. There was a shortfall in the actual performance compare
to the projections given in the Letter of Offer, as given below:

(in Rs. million except per share data)

1994 1995 1996 1997
Year ending March 31 Promised Actual Promised Actual Promised Actual Promised Actual
Equity Capital 148.80 147.85 239.65 241.10 239.65 300.71 239.65 300.53
Reserve & Surplus 134465 132338 191610 1,885.03 202572 258641 233696 2,590.79
Turnover 144321 134357 303621 181479 352068 230393 3,74068 243229
PBDIT 25431 211.86 887.08 318.03 1,03545 371.03 1,083.18 437.63
Depreciation 59.00 45.82 327.00 55.28 329.00 97.57 335.00 105.51
Interest 80.84 70.58 359.32 103.50 384.37 79.62 370.05 111.59
Profit before Tax 114.47 95.46 200.76 159.25 322.08 193.84 383.13 220.53
Taxation - 0.32 - 0.30 - 0.30 - 0.30
Profit after Tax 114.47 95.14 200.76 158.95 322.08 19354 383.13 71.58*
Earning Per Share (Rs) 7.69 6.39 8.38 5.27 13.44 6.42 15.98 2.38

* - After impact of an extraordinary item (octroi liability)

The issue was made to finance the modernization & rationalization of steel plant at Pune at projected cost of Rs 200 million
normal capital expenditure at projected cost of Rs 100.00 million, and funding long term working capital requirements at a
projected cost of Rs 95.10 million and for investment proposals at projected cost of Rs 150.00 million to be completed by June
1994. Data pertaining to the performance with regard to actual cost incurred and adherence to time schedule was not availab
We understand that, the shortfall in the performance for fiscal year 1994 was attributable to the recession in the economy i
general and the steel industry in particular. As regards the shortfall in the performance in fiscal years 1995-1997, #ise same w
attributed to the transfer of seamless tube business in fiscal 1995 to a separate company. The promised figures contain t
projections of the combined business of steel and seamless tubes. However, since the seamless tube business was hived
into a separate company in fiscal 1995 and as such the actual figures contain the performance of only the steel business ¢
therefore the same are not comparable with the projections mentioned in the offer document for the fiscal year 1995-97. Howeve
as can be seen from the table above consistent growth, both in turnover and profitability was primarily on account of improvec
performance in steel operations.
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Kalyani Brakes Limited

Rights issue of 3,465,500 equity shares of Rs.10/- each at a premium of Rs.65/- per share aggregating Rs.259.91 million to t
equity shareholders of Kalyani Brakes Limited in October-November, 1995. There was a shortfall in the actual performance
compared to the projections given in the Letter of Offer, as given below:

(in Rs. million except per share data)

1995 1996 1997 1998 1999
(September 30) March 31
(Annualised)

Year ending March 31 Promised Actual Promised Actual Promised Actual Promised Actual Promised Actual
Equity Capital 69.31  69.31 10397 10397 103.97 103.97 103.97 103.97 103.97 103.97
Net worth 105.34 21799 44197 46998 497.70 469.98 565.05 475.52 632.67 478.22
Total Income 801.76 863.82 931.67010.88 1,128.19 1,074.20 1,320.38 1,086.66 1,429.2%/7.50
PBDIT 103.68 80.32 134.61 13136 173.34 127.71 202.13 13153 21188 7951
Depreciation 19.74  17.25 2339 2044 3043 2554 3597 3362 3835 4291
Interest 87.79  59.18 68.07  39.66 66.83  31.07 7325  24.14 4495  20.56
Profit before Tax (385 389 4314 7126 76.08  71.10 9290 73.77 12858  16.04
Taxation - - - - - - - 7.79 30.2 1.8
Profit after Tax (3.85) 3.89 4314 7126 76.08  71.10 9290  65.98 98.38  14.24
Earning Per Share (Rs) - 0.60 4.20 6.90 7.30 6.80 8.90 6.30 9.50 1.40

The issue was made to finance the cost of Building, projected cost Rs 44.00 million (actual cost Rs.98.27 million), Plant &
Machinery (including Electrical Installations), projected cost Rs 159.50 million (actual cost Rs.179.34 million), utiijiesegbr

cost Rs. 6.00 million (actual cost Rs.15.70 million), working capital margin for capacity expansion, projected cost R#iG8.00 mi
(actual cost Rs. 10.97 million), strengthening of the long term working capital, projected cost Rs 65.26 million (actual cost
Rs. 79.25 million),and issue expenses, projected cost Rs 2.15 million, (actual cost Rs.4.94 million) to be complete@d®/ July, 1
(actual by Dec, 1997). The recession in the Indian automotive industry during the period 1997-1999 contributed to the shortfal
in the revenue and profitability parameters.

HIKAL Limited

Issue of 750,000 equity shares of Rs.10/- each for cash at a premium of Rs.40/- per share aggregating Rs.37.50 million equ
shareholders of Hikal in October-November, 1994. There was a shortfall in the actual performance compared to the projection
given in the Letter of Offer, as given below:

(in Rs. million except per share data)

1995 1996 1997

Year ending March 31 Promised Actual Promised Actual Promised Actual
Equity Capital 30.00 30.00 30.00 30.00 30.00 35.60
Reserve & Surplus 48.00 46.50 60.30 52.10 78.70 11050
Turnover 159.50 132.90 228.60 176.90 271.80 202.90
PBDIT 31.90 25.90 47.90 39.10 57.80 49.20
Depreciation 6.10 5.90 9.30 9.20 12.20 13.90
Interest 13.70 9.40 16.80 15.80 14.00 19.70
Profit before Tax 12.10 10.60 21.80 14.10 31.60 15.60
Taxation 110 0.50 3.50 1.20 5.70 2.00
Profit after Tax 11.00 10.10 18.30 12.90 25.90 13.60
Earning Per Share (Rs.) 5.1* 33 6.1 43 8.6 381

(* on expanded equity, Annualised)
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The issue was made to finance the expansion & modernization at projected cost of Rs. 27.5 million (actual cost Rs. 28.7 million
diversification at projected cost of Rs. 41.0 million (actual cost Rs. 36.5 million), and others at projected cost ohibod/.5

(actual cost Rs. 20.8 million). As can be seen from the table above, while the company has been able to grow its turnover ar
profitability on a year on year basis, we understand that the shortfall in the sales turnover and profitability as cothpared to
projections was primarily attributable to a sluggish international demand for agro-chemicals and stiff competition from import
substitutes.

Automotive Axles Limited

Rights issue of 2,062,500 equity shares of Rs.10/- each at a premium of Rs.20/- per share aggregating Rs.61.87 million to tl
existing shareholders of Automotive Axles in February-March, 1995. There was a shortfall in the actual performance compare
to the projections given in the Letter of Offer, as given below:

(in Rs. million except per share data)

1995 1996 1997

Year ending March 31 Promised Actual Promised Actual Promised Actual
Equity Capital 152.11 151.12 152.11 151.12 152.11 151.12
Reserve & Surplus (63.30) 115.59 (20.50) 152.75 45.30 198.33
Turnover 549.80 815.82 618.50 1,140.47 950.00 957.90
PBDIT 86.50 114.59 103.40 165.52 175.10 190.86
Depreciation & Write Offs 31.50 36.76 33.30 53.80 39.30 82.97
Interest 33.60 33.15 27.30 27.86 28.70 25.88
Profit before Tax 21.50 44.68 42.70 83.86 107.10 82.02
Taxation - - - 6.07 - 11.50
Profit after Tax 21.50 44.68 4270 77.79 107.10 70.52
Earning Per Share (Rs) 141 2.96 2.80 515 7.04 467

The issue was made to finance the capital expenditures required for purchase of balancing equipment and for modernization
existing manufacturing facilities at projected cost of Rs 51.20 million (actual cost Rs 51.20 million), repayment ofexigting t
loans at projected cost of Rs 100.00 million (actual cost Rs 100.00 million), Interest due to Promoters/ Financial lodtitutions
Rs 34.10 million (actual cost Rs 34.10 million) and issue expenses of Rs.1 million (actual 0.09 million). The actualoReofit bef
Tax, Profit after Tax and Earning Per Share (Rs) for the year ended March 31, 1997 were lower than what was projected primaril
due to the following:

« Write-off of software costs - Rs.4.3 million.

«  Charge-off of liability on restatement of Sales Tax deferred liability - Rs.7.4 million

e Tax liahility arising out of carried forward allowances becoming time barred

For further details please refer section on Promise v/s. performance on page 128 of this Letter of Offer.
External Risk Factors

Changes in the emission norms may impact us

Government regulations regarding emission levels for manufacturing operations are likely to become more stringent. The
cost for complying with these regulations can be significant. Thus, we may be required to incur significant capital costs in
future to meet the stringent norms.

We derive substantial revenue from exports and accordingly face exchange rate risks.

We generate a significant portion of our revenues in US dollars and other foreign currencies, and a significant portion of ou
expenses are incurred in Rupees. The strengthening of the Rupee, particularly with respect to the US dollar, could adverse
impact our profitability. We may import certain capital equipments for future expansion (for details please refer section of
“Objects of the Issue” on page 37 of this Letter of Offer). An adverse change in currency exchange rates will increase the co:
of these imports.
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Some of our tax benefits may be withdrawn

Government of India has announced the gradual elimination of some of the income tax exemptions that are available to th
Indian exporters. Non-availability of these tax exemptions will increase our future tax liabilities and decrease aftéstax prof
that we might have in future.

Increased competition from other low cost destinations.

Other low cost manufacturing destinations such as South-East Asia and the Asia Pacific regions have become the foct
of major international automobile manufacturers. These regions have developed significantly in recent years as majo
outsourcing zones. India, as an outsourcing player, will face competition from such other developing South-East Asia anc
the Asia Pacific regions making outsourcing from India less attractive.

Our business is significantly affected by external factors.

Our results have been and may be significantly affected by factors outside our control such as political unrest, cross-borde
hostilities, civil commotion and acts of terrorism either in India or outside India. Other factors include potential negagjes c

in environmental regulations, government regulations. We are also subject to the risk of loss of revenues and assets due
fire or natural disasters. The occurrence of all such event including natural disasters could interrupt our businessafiatr signif
periods.

General economic conditions could significantly adversely affect our financial results.

Our business is cyclical and sensitive to changes in the automobile industry in particular and the economy in general. Th
forging sector may be unfavourably affected by such factors as changes in the global and domestic economies, chang
in local market conditions, excess supply of capacities or setting up of newer capacities or reduced international or loca
demand for forged products, competition in the industry, changes in interest rates, the availability of finance and other
natural and social factors. Since demand for forged products is affected by world economic growth, a global recessior
could lead to a downturn in the forging industry.

Changes in the Government of India policies could impact the liberalisation of the Indian economy and adversely
affect economic conditions in India generally and our business in particular.

A significant change in India’s economic liberalisation and deregulation policies could affect business and economic conditions
in India generally and our business in particular. A significant change in the Indian government’s or the state government'’s
economic liberalisation and deregulation policies could adversely affect business and economic conditions in India generally
and our business and financial condition and prospects in particular.

Notes to Risk Factors

e The book value per Equity Share as on March 31, 2004 was Rs. 56.58. The net worth (excluding preference shar
capital and miscellaneous expenditure to the extent not written off) of the Company as on March 31, 2004 was
Rs. 2,131.05 million.

e Issue of 1,883,382 Equity Shares of Rs.10/- each for cash at a premium of Rs.550/- per equity share on rights basis to tl
existing equity shareholders of the Company in the ratio of 1 equity share for every 20 equity shares held on July 27, 200
(date of the Book Closure). For every two equity shares being offered on rights basis under this issue, the allottees wil
receive one detachable Warrant. Total issue including conversion of warrants into Equity Shares at floor price would
aggregate Rs. 2,184.72 million (herein after together referred to as “the Issue”).

« Promoter group holds 37.25% of our paid-up share capital. The average cost of acquisition per equity share to the promot
group is Rs.89.94 .
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« During the last six months, prior to the date of filing the draft Letter of Offer with SEBI, some of the members of the
promoter group and directors have carried out transactions in equity shares of Bharat Forge Limited. Details of suct
transaction are as follows:

Name of the Promoter Shares bought / Aerage Maximum Minimum Amount Shares
Group / Directors sold Rate (Rs.) Price (Rs.) Price (Rs.)  (Rs. million)  (No.)
Mr. Amit B Kalyani Sold 544.29 55350 541.62 2.72 5,000 shares
(relative of Mr. B N Kalyani)
Mr. Pratap Bhogilal (Director) Purchased 615.05 69347 558.78 3.26 5,300 shares
Mr. P.H.Ravikumar (Director)  Purchased 582.91 - - 0.06 100 shares
e Our related party transactions as per Indian GAAP for the last three years are as follows:
Sr. Key  Relatives of
No. Management Key
Particulars Year Subsidiary Associates Personnel Management
Company Personnel
1_ Purchase of goods 2003-04 - 2,304.81 0.00 0.00
2002-03 - 1,739.34 0.00 0.00
2001-02 - 1,391.89
2 Sale of goods 2003-04 433 352.35 0.00 0.00
2002-03 - 225.53 0.00 0.00
2001-02 - 137.58
3 Rendering of services 2003-04 0.70 0.00 45.62 0.77
2002-03 - 0.00 27.81 0.78
2001-02 - 0.00 18.84 054
4 Interest Paid 2003-04 - 0.00 0.00 0.00
2002-03 - 0.00 0.00 0.00
2001-02 - 0.00 0.01 0.00
5 Finance provided-Investments 2003-04 343.77 - - -
2002-03 - - - -
2001-02 - - - -
Expenses 2003-04 11.56 - - -
2002-03 - - - -
2001-02 - - - -
6 Balance Payable by BFL as on 31st March 2004 - 143792 26.00 0.00
31st March 2003 - 933.42 16.80 0.00
31st March 2002 - 627.80 0.00 0.00
Balance Receivable by BFL as on 31st March 2004 360.36 5.89 0.00 0.00
31st March 2003 - 90.03 0.00 0.00
31st March 2002 - 941 0.00 0.00

Note : Names of the related parties and description of relationship
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Sr. No.  Particulars Name of the Party

1 Subsidiary Company CDP Bharat Forge GmbH

2 Associates Klyani Carpenter Special Steels Limited
3 Key Management Personnel Mr. B. N. Yaali

Mr. G. K. Agarwal
Mr. P. C. Bhalerao

4 Relatives of Key Management Personnel Mr. AK8lyani

¢ In addition we and the Lead Manager are also obliged to keep the Letter of Offer updated and keep the public
informed of any material change / development.

« For details on the basis of allotment, Investors may refer to the paragraph titled “Basis of Allotment” on page 30 of this
Letter of Offer.

« Investors are free to contact the Lead Managers for any clarification or information, who will be obliged to attend to the
same.

« The investors may contact the Lead Managers and the Issuer for any complaint pertaining to the Issue.
« Investors are advised to refer to the paragraph titled “Basis for Issue Price” on pages 133 of this Letter of Offer.
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(Incorporated on June 19, 1961 under the Companies Act, 1956)
Registered Office : Mundhwa, Pune Cantonment, Pune 411 036, Maharashtra, India
Tel. no. + 91-20-2687 1666 / 2687 0451 Fax no. + 91-20-2687 0693 / 2687 6961
Corporate Office: Mundhwa, Pune Cantonment, Pune 411 036, Maharashtra, India
Tel. no. +91-20-2687 1666 / 2687 04Fax no. +91-20-2687 0693 / 2687 6961
e-mail: secretarial@bharatforge.comiebsite: www.bharatforge.com

Dear Shareholder(s),

Pursuant to the resolution passed by the Board of Directors of the Company at its meeting held on January 19, 2004 andltbé& appr
the Equity Shareholders in their Extra-ordinary General Meeting held on January 10, 2004, it has been decided to maketheffetio
to the Equity Shareholders of the Company:

ISSUE OF 1,883,382 EQUITY SHARES OF RS.10/- EACH FOR CASH AT A PREMIUM OF RS. 550/- PER EQUITY SHARE ON
RIGHTS BASIS TO THE EXISTING EQUITY SHAREHOLDERS OF THE COMPANY IN THE RATIO OF 1 EQUITY SHARE
FOR EVERY 20 EQUITY SHARES HELD ON JULY 27, 2004 (DATE OF THE BOOK CLOSURE). FOR EVERY TWO EQUITY
SHARES BEING OFFERED ON RIGHTS BASIS UNDER THIS ISSUE, THE ALLOTTEES WILL RECEIVE ONE DETACHABLE
WARRANT. TOTAL ISSUE INCLUDING CONVERSION OF WARRANTS INTO EQUITY SHARES DURING WARRANT
CONVERSION PERIOD AT FLOOR PRICE WOULD AGGREGATE RS. 2,184.72 MILLION

|. GENERAL INFORMATION market under any order or direction passed by SEBI or any other
IMPORTANT regulatory authority. Further the promoters, their relatives (as per

] ) ) ] Companies Act, 1956), the Company, group companies, associate
1. This offer is applicable only to those Equity Shareholdegympanies are not detained as willful defaulters by RBI / Government

whose names appear as beneficial owners in respect of fighorities and there are no violations of securities laws committed
shares held in the electronic form and on the Register tﬁfthem in the past or pending against them.
Members of the Company in respect of the shares held in

physical form as on July 27, 2004, i.e. the Date of the BO&PPROVALS FOR THE ISSUE & BUSINESS ACTIVITY

Closure. Approvals obtained

2. Your attention is drawn to RISK FACTORS appearing ofihe Company has obtained the following approvals:
Page ii of this Letter of Offer. UNIT: MUNDHWA. PUNE

3. Please ensure that you have received the CAF with this Lefigtyory | icence: Licence No. Pune — 2(m)(i)33.339.9 dated March
of Offer. 29, 1996 which is valid till December 31, 2004. The Company has

4. Please read this Letter of Offer and the instructions contairaslo applied for the licence for construction of a new factory/extension
therein and in the CAF carefully, before filling in the CAF. Thef the existing factory at Mundhwa, for the proposed expansion.

instructions contained in the CAF are an integral part ,Of t,hc'snvironmental Approvals: Consent to operate/authorisation No.
Letter of Offer and must be carefully followed. Application IB0/Pune-198/R/CC-517 dated June 25, 2002 granted by the
liable to be rejected if it is not in conformity with the terms of;,harashtra Pollution Control Board (“MPCB") under the
the Letter of Offer or the CAF. Hazardous Wastes (Management & Handling) Rules, 1989 and the
5. All enquiries in connection with this Letter of Offer or CAFAmendment Rules, 2000 for collection, reception, transport, storage
should be addressed to the Registrars to the Issue, Intiamgl disposal of hazardous wastes, the Water (Prevention and Control
Spectrum Registry Limited, quoting the Registered Folio Numbef Pollution) Act, 1974 and the Air (Prevention and Control of
/ Depository Participant (DP) Number and Client ID Numbepollution) Act, 1981. The consent/authorisation is valid till December
and the CAF Numbers as mentioned in the CAF. 31, 2005. The Company has obtained consent from MPCB dated
ELIGIBILITY FOR THE ISSUE: March 4, 2004 _to establish additional m_achining facilities under the
Water (Prevention and Control of Pollution) Act, 1974 and the Air
Bharat Forge Limited is an existing listed company. It is eligible gbrevention and Control of Pollution) Act, 1981 and authorisation
offer this Rights Issue in terms of Clause 2.4.1(iv) of the SEBhder the Hazardous Wastes (Management & Handling) Rules, 1989
Guidelines. The Company, its promoter(s), its directors or any £{q Amendment Rules, 2003. The Company has applied on April

the Company’s associate or group companies and companieggn 2004 for similar consent in respect of the proposed forging
which the directors of the Company are associated as director(sy@5ansion.

promoter(s) have not been prohibited from accessing the capital
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Power: The Company purchases power from BF Utilities Limitedt the Chakan plant.

(‘BFUL”) under the agreement dated March 10, 2001 entered iRf@yer supply: The Company draws water from the well that it has

between the Company and BFUL, which has agreed to wheel @iy 4t chakan, which services the entire water requirement of the
sell the entire electricity generated by it at its wind farm at Thoseg}“@

. e frakan plant
village Boposhi, District Satara to the MSEB, for supply of the same . ) )
to the Mundhwa unit. Additionally, the Company has also enterEcise: Certificate of Registration No. AAACB8519LXM003
into an agreement dated August 30, 2002 with the Maharashtra S§@gted under the Central Excise Act, 1944 issued by the Assistant
Electricity Board (“MSEB”) for the supply of up to 34197 Kw/Commissioner of Central Excise, Pune for manufacture of excisable
15953 KVA of electricity at the Mundhwa plant. The Company h&90ds at Chakan plant
applied for additional power required for the project vide its letteGentral Sales Tax:Covered by the registration for Mundhwa plant,
dated April 3, 2004 and April 24, 2004. being in same jurisdiction.

Water supply: The Company draws water up to 1,534,000 litres &tate Sales Tax:Certificate of Registration dated May 25, 1998
water per day from the Mula Mutha River/Mutha Right Bank cangkith effect from May 8, 1998) granted by the Sales Tax Officer,
under the agreement dated October 24, 2002 with the Governnfaiie under the Bombay Sales Tax Act, 1959 with respect to steel
of Maharashtra. Under the agreement, the Company is entitleddfyings, finished auto parts, machined crankshafts and other
draw water for a period of 6 years commencing November 1, 200#achined components.

Excise: Certificate of Registration dated January 3, 2003 grantemNIT: JARANDESHWAR, SATARA

under.th.e Central Excise ACt‘ 1944 issued by the ASS'.St tctory Licence: Licence No. PNA/37.379.8/A-96/34300 granted
Commissioner of Central Excise, Pune for manufacture of excisaple . . T L
y the Chief Inspector of Factories, Maharashtra, which is valid till
goods at Mundhwa.
December 31, 2004.

dC:P(:rdall\/?:rlii Eag :Clegrggcatreagzezeglstrt?]t;orxs\l;.s:lalr}t Ogglfs's nvironmental Approvals: Consent to operate/authorisation No.
Commissioner uno]er the Cgentral Saleys Tax Act, 1956 with res BQISATARA 4/RICC-25 dated January 8, 2002 granted by the
' pE/Faharashtra Pollution Control Board under the Hazardous Wastes

to steel forgings and automobile parts, trading in consumer electro l\ﬁ%\nagement & Handling) Rules, 1989 and the Amendment Rules
and automobile components (and High Speed Diesel with effect fr Bbo for collection reception t;ansport storage and disposal o%

November 4, 2000). hazardous wastes, the Water (Prevention and Control of Pollution)
State Sales TaxCertificate of Registration No. 411 036 S-99 date@lct, 1974 and the Air (Prevention and Control of Pollution) Act,
March 29, 1996 granted by the Assistant Sales Tax Commissiongs1. The consent/authorisation which was valid till November 30,
under the Bombay Sales Tax Act, 1959 with respect to steel forgin@®2 has been renewed till November 30, 2005 by the letter dated
and automobile parts, trading in consumer electronics and automogilgober 31, 2003 from the MPCB.

components, with effect from April 1, 1996. Power: The Company purchases power from the MSEB under the

Building Approval: The building plans for construction of FMD agreement dated December 1, 1999 entered into between the Company
Il (for expansion of the forgings division) have been sanctioned agadd MSEB, for the supply of up to 1250 KW/275 KVA of electricity
approved by the Cantonment Board, Pune. at the Satara plant.

UNIT: CHAKAN, PUNE Water supply: The Company entered into an agreement dated

Factory Licence: Licence No. PNA/37.379.8/A-96/34300 granted\lovember 14, 2003 with Governor of Maharashtra through Executive
by the Chief Inspector of Factories, Maharashtra, which is valid fingineer, DHOM lrrigation division, Satara for supply of water.
December 31, 2004. Excise: Certificate of Registration No. STR-1/5/1992 dated June 22,
Environmental Approvals: Consent to operate/authorisation No1992 granted under the Central Excise Act, 1944 issued by the Central

BO/PUNE-157/R/CC-430 dated May 16, 2002 granted by the MpE&Cise & Customs Department for manufacture of goods and
under the Hazardous Wastes (Management & Handling) Rules, 198ghinery parts falling under Chapter Heading Nos. 72, 74, 76, 78,
and the Amendment Rules, 2000 for collection, reception, transpdi; 83 through 87, 90 and 93 of the Central Excise Tariff Act,
storage and disposal of hazardous wastes, the Water (PreventionG#igtral Sales Tax: Certificate of Registration No. 411 036 S-50
Control of Pollution) Act, 1974 and the Air (Prevention and Contrglated March 29, 1996 granted by the Assistant Sales Tax
of Pollution) Act, 1981. The consent/authorisation was valid titommissioner under the Central Sales Tax Act, 1956 with respect
November 30, 2003. The Company has by its letter dated Septembeteel forgings and automobile parts, trading in consumer electronics
5, 2003, applied for renewal of the consent. MPCB vide its lett@fid automobile components (and High Speed Diesel with effect from
dated May 7, 2004 has granted an in principle extension of the gaislember 4, 2000).

license upto November 30, 2005 subject to us submitting an amogpat

. - . te Sales Tax:Certificate of Registration No. 81527 dated
cl\)/lfass'lio'zooooaas a renewal fee, which was deposited with MPCBI'perbruary 26, 1996 (with effect from April 1, 1996) granted by the

Sales Tax Officer, Satara under the Bombay Sales Tax Act, 1959 with
Power: The Company purchases power from the MSEB under thespect to general engineering equipment, presses, material handling
agreement dated October 5, 1996 entered into between the Compajiipment.

and MSEB, for the supply of up to 1600 KW/600 KVA of electricity

2
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GENERAL CONSENT OF LENDERS

The Company has the necessary approvals for undertakingTite agreements in respect of some of the debt taken by us contain
present activities and no further approvals from any Governmesefttain covenantinter-alia for altering our share capital and for
authority are required by the Company to undertake its present expansion and diversification plans, including the expansion

activities. proposed to be funded out of the proceeds of this Issue. The
Except as stated below, the Company has the necessary appréPR§ent of lenders, wherever required, has been obtained.
for undertaking its proposed expansion activities. DISCLAIMER CLAUSE

Applications made
PP AS REQUIRED, A COPY OF THIS DRAFT LETTER OF

We have applied for the following approvals in respect of th§eFER HAS BEEN SUBMITTED TO SEBL. IT IS TO BE

proposed expansion at Mundhwa: DISTINCTLY UNDERSTOOD THAT SUBMISSION OF OF
« Industrial license for forging capacity expansion applied videH!S DRAFT LETTER OF OFFER TO SECURITIES AND
letter dated April 24, 2004 EXCHANGE BOARD OF INDIA (‘SEBI’) SHOULD NOT IN

e Approvals under Factories Act, 1948 for setting up of neANY WAY BE DEEMED OR CONSTRUED THAT THE SAME
facility / expansion of facilities a,pplied vide letter dated MarcﬁAS BEEN CLEARED OR APPROVED BY SEBI. SEBI DOES
25 2004 OT TAKE ANY RESPONSIBILITY EITHER FOR THE
! ) FINANCIAL SOUNDNESS OF ANY SCHEME OR THE
« Approval from Maharashtra State Electricity Board foPROJECT FOR WHICH THE ISSUE IS PROPOSED TO BE
additional load applied vide letters dated April 3,2004 ardADE, OR FOR THE CORRECTNESS OF THE
April 24,2004 STATEMENTS MADE OR OPINIONS EXPRESSED IN THE
«  Approval from Pollution Control Board for Air and WaterPRAFT LETTER OF OFFER. THE LEAD MANAGER TO THE
Pollution in respect of enhanced forging capacity applied videSUE, M/S JM MORGAN STANLEY PRIVATE LIMITED HAS

letter dated April 15, 2004. CERTIFIED THAT THE DISCLOSURES MADE IN THE
T _ DRAFT LETTER OF OFFER ARE GENERALLY ADEQUATE
Applications in the process of being made AND ARE IN CONFORMITY WITH SEBI (DISCLOSURE

e We are in the process of applying for industrial license f&iND INVESTOR PROTECTION) GUIDELINES IN FORCE
crankshaft machining capacity expansion at Mundhwa, PUR®R THE TIME BEING. THIS REQUIREMENT IS TO
from the present level of 400,000 nos. per year to 450,0BBCILITATE INVESTORS TO TAKE AN INFORMED
nos. per year. DECISION FOR MAKING INVESTMENT IN THE

« We are also in the process of applying for the apprOVQBOPOSED ISSUE. IT SHOULD ALSO BE CLEARLY
under Factories Act, 1948 in respect of the factory buildirrlé'\‘DERSTOOD THAT WHILE THE ISSUER COMPANY 1S
proposed to be constructed for the proposed forgi IMARILY RESPONSIBLE FOR THE CORRECTNESS,
expansion. ADEQUACY AND DISCLOSURE OF ALL RELEVANT

INFORMATION IN THE DRAFT LETTER OF OFFER, THE

We undertake that all approvals required for our business t0 | EAD MANAGERS ARE EXPECTED TO EXERCISE DUE

attain the Objects of the Issue shall be in place to meet ourp| |IGENCE TO ENSURE THAT THE COMPANY

project implementation schedule. DISCHARGES ITS RESPONSIBILITY ADEQUATELY IN

RESERVE BANK OF INDIA THIS BEHALF AND TOWARDS THIS PURPOSE, THE LEAD

. . MANAGER, JM MORGAN STANLEY PRIVATE LIMITED HAS
e e st JURNSHED TO SE8I A DUE DILIGENCE CERTIFCATE
warrants on rights basis, including additional shares to its n %TED MARCH 29, 2004 IN ACCORDANCE WITH SEBI
. ' . . ERCHANT BANKERS) REGULATIONS 1992 WHICH
resident shareholders. The RBI has vide its letter ref. CO/FI@ZADS AS FOLLOWS:

864/10.1.02.01.06/2003-2004 dated May 12, 2004 given permission )

for issue of the equity shares with detachable warrants to ndn- WE HAVE EXAMINED VARIOUS DOCUMENTS

residents shareholders within sectoral cap prescribed under FEMA INCLUDING THOSE RELATING TO LITIGATION LIKE

1999. Other than that no consent of the Government of India is COMMERCIAL DISPUTES, PATENT DISPUTES,

required for the present Issue. DISPUTES WITH COLLABORATORS ETC. AND OTHER

Save as stated hereinabove, the Company has all the necessary'vl'o‘TERIALS IN CONNECTION WITH THE
' FINALISATION OF THE DRAFT LETTER OF OFFER

approvals from the Gove_rnment authorities/ RBI as requ_lred t_o PERTAINING TO THE SAID ISSUE:
carry on the present business. The Company has complied with
all the applicable guidelines / directions issued by RBI from time ON THE BASIS OF SUCH EXAMINATION AND THE
to time. The Company does not propose to enter new activites DISCUSSIONS WITH THE COMPANY, IT'S
through this rights issue of equity shares for which any further DIRECTORS AND OTHER OFFICERS, OTHER
approvals are required to be obtained. AGENCIES, INDEPENDENT VERIFICATION OF

STATEMENTS CONCERNING THE OBJECTS OF THE
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ISSUE, PROJECTED PROFITABILITY, PRICE The distribution of the Letter of Offer and the offering of the
JUSTIFICATION AND THE CONTENTS OF THE securities on a rights basis to persons in certain jurisdictions outside
DOCUMENTS MENTIONED IN THE ANNEXURE AND India may be restricted by the legal requirements prevailing in those
OTHER PAPERS FURNISHED BY THE COMPANY. jurisdictions. Persons into whose possession this Letter of Offer may
2 WE CONFIRM THAT: come are required to inform themselves about and observe such

restrictions. Any disputes arising out of this Issue will be subject to
a) THE DRAFT LETTER OF OFFER FORWARDED TO  tne jurisdiction of the appropriate court(s) in Pune, India only.

SEBI IS IN CONFORMITY WITH THE " . . .
DOCUMENTS, MATERIALS AND PAPERS The securities offered on a rights basis in terms of this Letter of

RELEVANT TO THE ISSUE: Offer have not been, and will not be, registered under the US Securities

Act of 1933 or under the securities laws prevailing in any state of
b) ALL THE LEGAL REQUIREMENTS CONNECTED  the United States of America.

WITH THE SAID ISSUE, AS ALSO THE . . . .
GUIDELINES. INSTRUCTIONS. ETC. ISSUED By No action has been, or will be taken to permit an offering of these
SEBI. THE éOVERNMENT AND ANY OTHER securities in any jurisdiction where action would be required for that

COMPETENT AUTHORITY IN THIS BEHALF HAVE purpose, except that this Letter of Offer has been filed with SEBI
BEEN DULY COMPLIED WITH: AND and SEBI has given its observations and that the Letter of Offer would
be filed with the relevant Stock Exchanges in India. Accordingly, the

¢) THE DISCLOSURES MADE IN THE DRAFT Equity Shares may not be offered or sold, directly or indirectly, and

LETTER OF OFFER ARE TRUE, FAIR AND  this | etter of Offer may not be distributed in any jurisdiction, except

ADEQUATE TO ENABLE THE INVESTORS TO 5 accordance with the legal requirements applicable in such

MAKE A WELL INFORMED DECISION AS TO THE jurisdiction. Neither will the delivery of this Letter of Offer, nor any

INVESTMENT IN THE PROPOSED ISSUE. sale hereunder, shall under any circumstances, create any implication

3.  WE CONFIRM THAT BESIDE OURSELVES, ALL THE that the affairs of the Company have remained unchanged since the

INTERMEDIARIES NAMED IN THE DRAFT LETTER OF date hereof or that the information contained herein is correct as of
OFFER ARE REGISTERED WITH SEBI AND THAT TILL any time subsequent to this date.

DATE SUCH REGISTRATION IS VALID. DISCLAIMER CLAUSES OF STOCK EXCHANGES
4. IF UNDERWRITTEN, WE SHALL SATISFY OURSELVES  The stock Exchange, Mumbai; The National Stock Exchange of India

ABOUT THE WORTH OF THE UNDERWRITERS TO Limited and The Pune Stock Exchange (Stock Exchanges) have given

FULFIL THEIR UNDERWRITING COMMITMENTS their permission to the Company to use their respective names in
The filing of Letter of Offer does not, however, absolve thée Letter of Offer as one of the Stock Exchanges on which the
Company from any liabilities under Section 63 or Section 68 ©Pmpany’s shares issued in terms of this Issue are proposed to be
the Act or from the requirement of obtaining such statutory afigted. The Stock Exchanges have scrutinized this Letter of Offer for
other clearances as may be required for the purpose of their limited internal purpose of deciding on the matter of granting
proposed Issue. SEBI further reserves the right to take up, at ti§ aforesaid permission to Bharat Forge Limited. The Stock
point of time, with the Lead Manager any irregularities or laps&xchanges, who have given their Disclaimer clauses are mentioned
in the Letter of Offer. below:

CAUTION The Stock Exchange, Mumbai; Pune Stock Exchange and The National

The Company and Lead Manager accept no responsibilit otock Exchange of India Limited (Stock Exchanges) have vide their
pany . g€ P P 4 e[ters dated April 22, 2004, April 5, 2004 and April 13, 2004,
statements made otherwise than in the Letter of Offer or in the

advertisements or any other material issued by or at the inst recseoectlvely, given their permission to Bharat Forge Limited to use

- . heir respective names in the Letter of Offer as one of the stock
of the Company and that anyone placing reliance on any other . Lo o

. . . - . ._exchanges on which Bharat Forge Limited's securities are proposed
source of information would be doing so at his/her/their own risK: e listed

All information shall be made available by the Lead Managers aﬁd lai Cl f the BSE
the Issuer to the shareholders and no selective or additionaic e’ ~rause ot the
information would be made available for a section of thEhe Stock Exchange, Mumbai (“the Exchange”) has given vide its
shareholders or investors in any manner whatsoever includingester dated April 5, 2004 permission to the Company to use the
presentations, research or sales reports etc. Exchange’s name in this Letter of Offer as one of the stock exchanges
on which this Company’s securities are proposed to be listed. The
DESIGNATED STOCK EXCHANGE Exchange has scrutinized this Letter of Offer for its limited internal
The Designated Stock Exchange for the purpose of this offer will Bgrpose of deciding on the matter of granting the aforesaid permission
the Stock Exchange, Mumbai. to this Company. The Exchange does not in any manner: (i) warrant,
DISCLAIMER IN RESPECT OF JURISDICTION certify or endorse the correctness or completeness of any of the
contents of this Letter of Offer; or (ii) warrant that this Company’s
. urities will be listed or will continue to be listed on the Exchange;
or (iii) take any responsibility for the financial or other soundness

This Letter of Offer has been prepared under the provisions of Ind
Law and the applicable rules and regulations hereunder.
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of this Company, its promoters, its management or any schemewnbich may be suffered by such person consequent to or in connection
project of this Company; and it should not for any reason be deemth such subscription / acquisition whether by reason of anything
or construed that this Letter of Offer has been cleared or approgeated or omitted to be stated herein or for any other reason
by the Exchange. Every person who desires to apply for or otherwidetsoever.”

acquires any sec_urit?es of_ thi_s Company may do so pursuanfieERSONATION

independent inquiry, investigation and analysis and shall not have . . ) .
any claim against the Exchange whatsoever by reason of any fd8s2 matter of abundant caution, attention of the applicants is
which may be suffered by such person consequent to or in conneciiBfcifically drawn to the provisions of sub-section (1) of Section
with such subscription/acquisition whether by reason of anythif§A of the Act, which is reproduced below:

stated or omitted to be stated herein or for any other reaspny person who

whatsoever.

_ _ (a) makes in a fictitious name, an application to a company for
Disclaimer Clause of the NSE acquiring or subscribing for, any shares therein, or

As required, a copy of this Letter of Offer has been submitted (i§) otherwise induces a company to allot, or register any transfer
National Stock Exchange of India limited (hereinafter referred to @f shares therein to him, or any other person in a fictitious
“NSE”). NSE has given vide its letter dated April 13, 2004name, shall be punishable with imprisonment for a term which
permission to the Issuer to use the Exchange’s name in this Lettainaf, extend to five years.”

Offer as one of the Stock Exchanges on which this Issuer’s securii

are proposed to be listed. The Exchange has scrutinised this Le’\@eﬁrwluwI SUBSCRIPTION

of Offer for its limited internal purpose of deciding on the matter #fthe Company does not receive the minimum subscription of 90%
granting the aforesaid permission to this Issuer. It is to be distindythe issue (excluding the amounts on the rights entitlement on the
understood that the aforesaid permission, given by NSE, should @@ity shares held in abeyance as explained in the notes to the
in any way be deemed or construed that the Letter of Offer has b&eapital Structure”), the entire subscription shall be refunded to the
cleared or approved by NSE; nor does it in any manner warraplicants within forty two days from the date of closure of the
certify, or endorse the correctness or completeness of any of ifisgle. If there is a delay in the refund of subscription by more than
contents of this Letter of Offer; nor does it warrant that this IssueBsdays after the Company becomes liable to repay the subscription
securities will be listed or will continue to be listed on the Exchang@nount, ( i.e. forty two days after closure of the issue), the Company
nor does it take any responsibility for the financial or othe¥ill pay interest for the delayed period, at prescribed rates in sub-
soundness of this Issuer, its promoters, its management, or 9@§tion (2) and (2A) of Section 73 of the Act.

scheme or project of this Issuer. Every person who desires to apf¥ issue will become undersubscribed after considering the number
for or otherwise acquire any securities of this Issuer may do §Oshares applied as per entitlement plus additional shares. The
pursuant to independent inquiry, investigation and analysis and si@lersubscribed portion can be applied for only after the close of
not have any claim against the Exchange whatsoever by reasoggfissue. The promoters or any other person can subscribe to such
any loss which may be suffered by such person consequent to Qfjfersubscribed portion as per the relevant provisions of the law. If
connection with such subscription / acquisition whether by reasgiy person presently in control of the company desires to subscribe
of anything stated or omitted to be stated herein or any other reagpgych undersubscribed portion and if disclosure is made pursuant
whatsoever. to SEBI (Substantial Acquisition of Shares and Takeover) Regulations,
Disclaimer Clause of the PSE 1997, such allotment of the undersubscribed portion will be governed
“Pune Stock Exchange Ltd., Pune (“the Exchange”) has given v%)édﬂ_}_e kprowsmgs Ofl the SElglggubstantlal Acquisition of Shares
its letter dated April 5, 2004 permission to this Company to use e e eover) Regulations, ’

Exchange’s name in this Offer Document as one of the Stoglease also refer to page 30 under the head “Basis of Allotment”.
Exchanges on which this Company’s securities are proposed to beT|NG

listed. The Exchange has scrutinized this Offer Document for its . . .
limited purpose of deciding on the matter of granting the aforesa-iae existing equity shares of the Company are listed on the Pune

permission to this Company. The Exchange does not in any marigf Exchange, The Stock Exchange, Mumbai and The National Stock
(1) warrant, certify or endorse the corrections of any of the contefitehange of India Limited. The Company has paid the current annual

of this document; or (2) warrant that this Company’s securities wifind fees to each of the stock exchanges where its equity shares

be listed or will continue to be listed on the Exchange; or (3) taRE® listed. Application will be made to the Pune Stock Exchange,

any responsibility for the financial or other soundness of thE]e StQCI_( Exchange, .Mu'mbai and The National Stof:lf EXCha“Qe of
Limited for permission to deal in and for an official quotation

Company, its promoters, its management or any other scheménma - . .
project of this Company; it should not for any reason be deemed®rthe securities being offered through this Letter of Offer.

construed that this Offer Document has been cleared or approifae permission to deal in and for an official quotation of the Equity
by the Exchange. Every person who desires to apply for or otherweres is not granted by the stock exchanges mentioned above, the
acquires any securities of this Company may do so pursuantCmmpany shall forthwith repay, without interest, all monies received
independent inquiry, investigation and analysis and shall not hdr@m the applicants in pursuance of this Letter of Offer. If such money
any claim against the Exchange whatsoever by reason of any lessot repaid within eight days after the Company becomes liable to
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repay it (i.e. 42 days after closure of the Issue), then the Compahy OTMENT AND REFUND

and every directo_r of the_ Company Wh_o _is an officer in defal_JIt shahe Company will issue and dispatch the Letter of Allotment/Equity
on and from expiry of eight days, be jointly and severally liable

oy . ole ®hares/Demat Credit and/or Letter of Regret, along with the Refund
repay the money, with interest as prescribed under SUb'seCt'onsd?Ser, if any, within a period of six weeks from the date of closure
and (2A) of Section 73 of the Act.

of the Issue. If such monies are not repaid within eight days from
FILING the day the Company becomes liable to pay it, the Company shall,
The Letter of Offer has been filed with SEBI, Mittal Court, ‘A Wing,_as stipulated under Section 73(2A) of the Act, pay such monies V\_’ith
Nariman Point, Mumbai — 400021, for its observations. The Lettgferest @ 15% p.a. The Letter of Allotment / Refund Order exceeding
of Offer has been filed with the Designated Stock Exchange as r1,500_ Wou’Id be_sent by registered post / speed post to the sole/
the requirements of the law. All the legal requirements applicable i applicant's registered address. Refund Orders up to the value

the date of filing the Letter of Offer with the stock exchanges ha(?rel:‘)s'l’500 would be sent under Certificate of Posting. Such .RefF‘”d
been complied with. Orders would be payable at par at all places where the applications

were originally accepted. The same would be marked ‘Account Payee
COMPULSORY DEMATERIALISED DEALING only’ and would be drawn in favour of the sole/first applicant.
The equity shares of the Company have been under compulsoffiequate funds would be made available to the Registrar to the Issue
dematerialized trading for all investors with effect from Novembé@r this purpose.
29, 1999. The Company has an agreement with National Securities
Depository Limited (NSDL) and Central Depository Services (India)
Limited (CDSL) and its equity shares bear the ISIN No
INE465A01017.

ISSUE PROGRAMME

The subscription will open upon the commencement of the banking hours and will close upon the close of banking hoursesn the dat
mentioned below:

Issue opens on Last date for receiving requests Issue closes on
for split Application Forms

August 12, 2004 August 26, 2004 September 10, 2004
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NAME AND REGISTERED OFFICE OF THE COMPANY
Bharat Forge Limited

Registered Office

Mundhwa, Pune Cantonment, Pune 411 036,
Maharashtra, India

Tel. no. +91-20-2687 1666 / 2687 0451

Fax no. +91-20-2687 0693 / 2687 6961

Corporate Office

Maharashtra, India

Tel. no. +91-20-2687 1666 / 2687 0451
Fax no. +91-20-2687 0693 / 2687 6961

E-mail: secretarial@bharatforge.com
website: www.bharatforge.com

ISSUE MANAGEMENT TEAM
Lead Managers to the Issue

JM Morgan Stanley Private Limited

141, Maker Chambers Ill, Nariman Point,
Mumbai- 400 021, India

Tel No: +91-22-5630 3030

Fax No: +91-22-2202 8224

Email: bharatforgerights@jmmorganstanley.com

801, Dalamal Towers,
Mumbai 400 021, India

ICICI Securities Limited
41/44, Minoo Desai M

DSP Merrill Lynch Limited

Mafatlal Centre 10th Floor, Nariman Point,
Mumbai 400 021, India

Tel. : +91- 22- 5632 8000

Fax. : +91- 22- 2204 8518

Email: bharatforge_rights@ml.com

Inter — Se Allocation of Responsibilities between

Enam Financial Consultants Private Limited

Nariman Point,

Tel No: +91-22-5638 1800
Fax No: +91-22-22846824
Email: bharatforgerights@enam.com

arg

Colaba, Mumbai 400 005, India
Tel. : +91-22-2288 2460/70
Fax: +91-22-2288 2448
Email: bharatforgerights@isecltd.com

Mundhwa, Pune Cantonment, Pune 411 036,

JM Morgan Stanley Private Limited (“*JMMS”), DSP Merrill Lynch Limited

(“DSPML"), Enam Financial Consultants Private Limited (“Enam”) and ICICI Securities (“ISEC") for the Rights Issue of

Bharat Forge Limited

Activity

Responsibility

Co-ordinator

Capital structuring with the relative components and formalities such as composition @
and equity, type of instruments

Drafting and Design of the offer document and of advertisement / publicity material inc
newspaper advertisements and brochure / memorandum containing salient features of
document. The designated Lead Merchant Banker shall ensure compliance with the Gu
for Disclosure and Investor Protection and other stipulated requirements and comple
prescribed formalities with Stock Exchange and SEBI.

Marketing of the Issue, which will cover, inter alia, formulating marketing strategies, prepg
of publicity budget, arrangements for selection of (i) ad-media, (ii) centres of holding confe
of brokers, investors etc. (iii) bankers to the issue, (iv) collection centres (v) brokers
issue, distribution of publicity and issue material including application form, prospectu
brochure, and deciding on the quantum of issue material.

Selection of various agencies connected with the issue, namely Registrars to the Issue,
and advertisement agencies.

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

The post-issue activities will involve essential follow-up steps, which must include finalis
of basis of allotment / weeding out of multiple applications, listing of instruments and dis
of certificates and refunds, with the various agencies connected with the work such as re
to the issue, bankers to the issue, and bank handling refund business. Even if many
post-issue activities would be handled by other intermediaries, the designated Lead M
Banker shall be responsible for ensuring that these agencies fulfill their functions and
him to discharge this responsibility through suitable agreements with the issuer comg

fDIBBIML, ENAM,
ISEC

uding IMMS
he offer
idelines

tion of

renefM, ISEC
to the

s and
printegyviM S

g thegmms

atigNAM, ISEC
patch

pgistrars

of these

erchant

enable

any.

rafiams, DSPML,

JMMS

JMMS

JMMS

JMMS

JMMS

JMMS
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Legal Counsels to the Issue Registrars to the Issue

AZB & Partners Intime Spectrum Registry Limited
Advocates & Solicitors Unit : Bharat Forge Limited— Rights Issue
Express Towers, 23Floor, C-13, Pannalal Silk Mills Compound,
Nariman Point, Mumbai 400 021, India Bhandup (West),

Tel. : +91-22-5639 6880 Mumbai — 400 078, India

Fax. : +91-22-5639 6888 Phone: +91 22 5555 5454,

Email: azb@azbpartners.com Fax: +91 22 5555 5353

Auditors to the Company Email: isri@vsnl.com

Dalal & Shah Bankers to the Issue

Chartered Accountants Citibank NA

East & West Insurance Building, Citigroup Center

49/55, Bombay Samachar Marg, Fort, C61, Bandra Kurla Complex, G Block
Mumbai — 400023, India Bandra (East), Mumbai 400 051, India
Tel: +91-2222662110/0115 Fax:+91-22-22661503 Tel. : +91-22-2653 5652

Email: techteam@dalalandshah.com Fax : +91-20-2653 5868

Tax Consultants Deutsche Bank AG

DB House, Hazarimal Somani Marg,
Fort, Mumbai 400 001, India

1204 / 26, Bapusaheb Purandare Road, Tel. : +91-22-5658 4000
Shivajinagar, Pune 411 004, India Fax : +91-22-2207 6553
Tel. : 491-20-2553 1670 Fax : +91-20-2553 2228 ICICI Bank Limited

Email: kiv@vsnl.com Capital Market Division

30, Mumbai Samachar Marg
Fort, Mumbai 400001, India

Kunte & Vaidya
Chartered Accountants

Company Secretary & Compliance Officer

Mr. Ajay Nagle Tel. : +91-22-2265 5285

Vice President - Legal & Company Secretary Fax : +91-22-2261 1138

Bharat Forge Limited

Mundhwa, Pune 411 036, India . .

Tel: +91-20-2687 1666 / 2687 0391 Note :_Investors are gdwsed to contact the_ Reglstrars_ to the Issue/
Fax: +91-20-2687 6962 Compliance Officer in case of any pre-issue/post-issue related

problems such as non-receipt of Letter of Offer/Letter of Allotment/

Email: anagle@bharatforge.com - !
Share Certificate(s) / Refund Orders / Demat Credit.
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Credit Rating

As this is an offer for Equity Shares, a credit rating is not required. The details of the ratings received by us forudties/ sec
instruments in the last 3 years are as follows:

Borrowing Program Amount Rating Agency Rating Date of Rating Letter
Rs. million

Secured Non-Convertible 97.60 CRISIL BBB+A+ (s0) November 2001
Debentures A+ (s0)- December 2001
Withdrawal June 2002

Commercial Paper 500 CRISIL P1Withdrawal November 2001
Fixed Deposits as of 195.50 CRISIL FA (-) November 2001

December 31, 2003 FA(-) - Reaffirmed December 2001

FAFA (Rating watch) March 19, 2003
Upgraded to FAA(-) December 2003

March 2004

The rating symbol “BBB+” from CRISIL indicates moderate safety of timely payment of interest and principal. The rating symbol
“A+ (s0)” from CRISIL indicates adequate safety for payment of principal and interest. The rating symbol “P1” from CRISllesndic
degree of safety regarding timely payment of the instrument is very strong. The rating symbol “FA” from CRISIL indicates that t
degree of timely payment of interest and principal is satisfactory. The rating symbol “FAA(-) (stable outlook)” from CRi&itesnd

that the degree of safety regarding timely payment of interest and principal is strong.

As instruments characteristics or debt management capability could cover a wide range of possible attributes whereaspratisgds
only in limited number of symbols, CRISIL assigns ‘ + ‘ or ‘ - * signs to be shown after the assigned rating (whereveryhéoessar
indicate the comparative standing within the category covered by the rating sy@toke;Rating Symbols of CRISIL, dated October
2003)

Other than the above, the Company has confirmed that there are no other ratings in last three fiscals.
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Underwriting / Standby Arrangements UNDERTAKING BY THE COMPANY

The present Issue is not underwritten. The Company has fibe Company undertakes that:
entered into any standby arrangements. Our promoter, Mr BJ;N  he complaints received in respect of the Issue shall be

Kalyani, has confirmed that he along with his relatives and the attended to by the Company expeditiously and satisfactorilv:
companies controlled by him (together hereinafter referred to as y pany exp y v

“Promoter” in this para) together intend to apply for additiond) All steps for completion of the necessary formalities for listing
shares in the Issue such that atleast 90% of the Issue is subscribed@Nd commencement of trading at all stock exchanges where the
(i.e. upto Rs. 949.22 million). In this regard, our Promoter, has securities are to be listed are taken within seven working days
entered into an underwriting agreement dated July 27, 2004 with Of finalisation of basis of allotment;

JM Morgan Stanley Private Limited and Enam Financial Consultaa}s Funds required for dispatch of refund orders/allotment letters/

Private Limited to underwrite Rs. 100 million each. Promoter will  certificates by registered post / speed post shall be made available
pay commission at the rate of 1.5% each of the amount being to the Registrars to the Issue by the Company;

underwritten, to JM Morgan Stanley Private Limited and Enagj Certificates of the securities/refund orders to the Non-Resident

Financial Consultants Private Limited respectively. Indians shall be dispatched within the specified time subject to
UTILISATION OF ISSUE PROCEEDS receipt of approval from RBI;

The Company certifies that: e) No further issue of securities shall be made till the shares offered
1. All monies received out of the issue of shares to the investors through this Letter of Offer are listed or till the application
shall be transferred to a separate bank account other than the moneys are refunded on account of non-listing,
bank account referred to in sub-section (3) of Section 73 of undersubscription, etc.
the Act; f)  that necessary cooperation with the credit rating agency(ies) shall
2. Details of all monies utilised out of the Issue referred to in 1 b€ extended in providing true and adequate information till the
above shall be disclosed under an appropriate separate head indebt obligations in respect of the instrument are outstanding.
the balance sheet of the Company indicating the purpose Arinformation shall be made available by the Lead Manager and the
which such monies had been utilised; and Issuer to the public and investors at large and no selective or additional
3. Details of all unutilized monies out of the Issue of shares,ififormation would be available for a section of the investors in any
any, referred to in 1 above shall be disclosed under an apghginner whatsoever including at road shows, presentations, in research
priate separate head in the balance sheet of the Company ifgiSales reports etc.
cating the form in which such unutilized monies have been Mhe Lead Manager and the Issuer shall update the offer document
vested. and keep the public informed of any material changes till the listing
The funds received against this Issue will be kept in a separate bR trading commences.
account and the Company will not have any access to such fupfishe legal requirements as applicable till the filing of the Letter of

unless it satisfies the Designated Stock Exchange with suitabier with the Designated Stock Exchange have been complied with.
documentary evidence that the minimum subscription of 90% of the

Issue has been received by the Company.
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CAPITAL STRUCTURE

(in Rs. million)

As on June 30, 2004 Aggregate Value
Authorised Share Capital -
45,000,000 Equity Shares of Rs.10 each 450.00
43,000,000 Cumulative Preference Shares of Rs.10 each 430.00
2,000,000 UnclassifiédShares of Rs.10 each 20.00
Issued Share Capital
10,000,000 11.50% Redeemable Cumulative Non-Convertible Preference Shares of Rs.10 each
(Allotted on 9.8.1999) 100.00
10,000,000 9.50% Redeemable Cumulative Non-Convertible Preference Shares of Rs.10 each
(Allotted on 1.8.2002) 100.00
10,000,000 8.25% Redeemable Cumulative Non-Convertible Preference Shares of Rs.10 each
(Allotted on 11.2.2003) 100.00
37,702,196 Equity Shares of Rs.10 each 377.02
Subscribed and Paid-up Share Capital
10,000,000 11.50% Redeemable Cumulative Non-Convertible Preference Shares of Rs.10 each
(Allotted on 9.8.1999) 100.00
10,000,000 9.50% Redeemable Cumulative Non-Convertible Preference Shares of Rs.10 each
(Allotted on 1.8.2002) 100.00
10,000,000 8.25% Redeemable Cumulative Non-Convertible Preference Shares of Rs.10 each
(Allotted on 11.2.2003) 100.00
37,667,628 Equity Shares of Rs.10 each fully paid 376.68
Add : 34,568 Forfeited Shares (amount paid up) 0.09
Present Issue being offered to the existing Shareholders through this Letter of Offer
1,883,382 Equity Shares of Rs.10 each at a premium of Rs. 550 for cash with detachable Warrants 1,054.69
Paid Up Capital after the Issue éxcluding shares forfeited)
After issue of Rights Equity Shares: 39,551,010 Equity Shares of Rs.10 each 395.51
After issue of Equity Shares upon conversion of Detachable Werrdg92,701 Equity Shares of Rs. 10/- each 404.93

Share Premium Account
Existing Share Premium Account -
Addition to Share Premium Account

After issue of Equity Shares 1,035.86

After the exercise of Warrants (assuming a minimum floor price of Rs.1,200 comprising of 2,156.47
Rs. 10 face value per equity share and Rs. 1,190 as share premium per equity share)

! Unclassified shares refer to the shares which were created in March 20, 1982 to be issued as equity and / or prefer@heseshares
shares since have not been classified either as equity shares or preference shares.

2 Assuming exercise of all warrants by the holders. For details of the terms of Warrants proposed to be issued undeplidséseefey
page 20 of this Letter of Offer.

Notes: Of the above Shares

(i) 4,760 Equity Shares of Rs. 100/- each are issued as fully paid up for consideration other than cash, to SIFCO, US# pursuant
a Technical Assistance Contract. These shares were issued in calendar year 1963 and 1964. Since then these equity shares h
been sub-divided to a face value of Rs. 10/- each. Accordingly, the shares have been sub-divided into 47,600 Equity Shares c
Rs. 10/- each.

11
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(ii)

(i)

86,82,500 Equity Shares of Rs. 10/- each are issued as fully paid Bonus Shares by way of capitalization of Share Premtium Accour
and Reserves. For details of the year in which these Bonus shares were issued, please refer note 1 on share capipalgeisi8ry on
of this Letter of Offer.

15,68,600 Equity Shares of Rs. 10/- each are issued at a premium of Rs.186.93 per share, under Senior Executives Stack Cum Sh:
Option Scheme (The “Scheme” 0dESOP Schem® to Kritadnya Management and Trading Services Private Limited (“KMTS").
These shares were issued on June 16, 1995. As provided under clause 23 read with clause 3.1 of the Securities and Ekdfange Boar
India (Employee Stock Option Scheme and Employee Stock Purchase Scheme) Guidelines, 1990@Rt@uidelines”), the ESOP
Guidelines are applicable to companies listed on any recognized stock exchange in India which offer an employee stobkroption sc

or a employee stock purchase scheme on or after June 19, 1999. As the shares under the ESOP Scheme were allotted to KMTS
1995, the Guidelines were/are not applicable to the shares issued to KMTS for the ESOP Scheme. The said shares shall be used
allotment to the Senior Executives of the Company pursuant to the ESOP scheme as and when introduced. Presently the said sha
are held by KMTS.

(iv) On June 30, 1991, 5,426 Equity Shares (allotted on 23rd December, 1989), paid up at Rs.5/- towards face value, were forfeited

v)

However, as per Article 57 of the Articles of Association, by March 31, 2003, forfeiture of 2,424 Equity Shares has been annull

On November 30, 1993, 65,730 Equity Shares (allotted on 6th November, 1992), paid up at Rs.2.50 towards face valfetedere for
However, as per Article 57 of the Articles of Association, by March 31, 2003 forfeiture of 34,164 Equity Shares has been annull

Notes to the Capital Structure:

Share Capital History

Date of Name of Allottee Number of Cumulative Face Issue/ Nature of Ratio of

Allotment Equity Shares number of \alue Conversion  Payment Offer
Shares price (Rs.)

September 26, 1961 First Allotmént 156 156 100 100 Cash

January 20,1962 Private placement of shares to Directors, friends 6,000 6,156 100 100 Cash

and relatives

May 8, 1962 Private placement of shares to Directors, 3,050 9,206 100 100 Cash

friends and relatives

September 22, 1962 Private placement of shares to Directors, 50 9,256 100 100 Cash

friends and relatives

May 21, 1963 Issued to SIFCO, US for consideration other 2,380 11,636 100 100 Non Cash

than cash pursuant to their Technical
Assistance Contract

April 23, 1963 Subscribed privately by Directors, 12,095 23,731 100 100 Cash
June 7, 1963 Promoters, Managing Agents,
June 15, 1963 friends and relatives
October 4, 1963 -Do- 13,458 37,189 100 100 Cash
November 16, 1963 -Do- 6,600 43,789 100 100 Cash
November 30,1963  -Do- 23,076 66,865 100 100 Cash
1963 -1964 Details regarding the share capital subscription 8,755 75,620 100 100 Cash

are not available
January 20, 1964 Initial Public Offering 77,000 152,620 100 100 Cash
March 25, 1964 Issued to SIFCO, US for consideration other 2,380 155,000 100 100  Non Cash

than cash pursuant to their Technical Assistance

Contract

1,550,000 10 10 N.A. -

17-09-1976 Bonus Issue 930,000 2,480,000 10 10 N.A. 35
20-06-1981 Bonus Issue 2,480,000 4,960,000 10 10 N.A. 1:1
20-05-1987 Vth series convertible debentures 312,500 5,272,500 10 40 Cash 5:80
24-04-1989 Bonus Issue 5,272,500 10,545,000 10 10 N.A. 11
23-12-1989 Rights Issue 4,090,700 14,635,700 10 50 Cash 14
06-11-1992 Rights Issue 3,801,950 18,437,650 10 160 Cash 1.4

12
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Date of Name of Allottee Number of Cumulative Face Issue/ Nature of Ratio of
Allotment Equity Shares number of \alue Conversion  Payment Offer
Shares price (Rs.)

14-12-1993 IXth series non-convertible debentures - 1,337,035 19,774,685 10 160 Cash -

coupon conversion

15-04-1994 Rights Issue 6,923,000 26,697,685 10 50 Cash 1:3

13-09-1994 Promoter group 3,500,000 30,197,685 10 156 Cash

19-12-1994 VIth series non-convertible debentures - 1,209,801 31,407,486 10 50 Cash -

coupon conversion
16-06-1995 Senior executive
stock option schenfie 1,568,600 32,976,086 10 196.93 Cash -
01-08-1995 Xth series non-convertible debentures -
coupon conversion 2,926,450 35,902,536 10 50 Cash -
08-11-1995 Private placement to Promoter gréup 1,800,000 37,702,536 10 117.18 Cash -
Shares Forfeited (34,568) 37,667,968
Shares allotted to Non-Residehts (340) 37,667,628
The details are not available as the records were burnt in fire which took place in our premises on April 24, 1998

2 The shares of face value of Rs. 100 each were subdivided into an equity share of face value of Rs. 10 each vide theepproval gi
the general body at the Extraordinary general meeting held on July 02, 1971

3 Refers to the offer for issue of convertible debentures to the existing shareholders on rights basis.

Equity shares issued at a premium of Rs 146/- per share, against Warrants issued to Promoter/Group Companies on preferenti
basis. These shares were allotted to Kalyani Steels Limited (2,885,000 equity shares), Ajinkya Investment and Trading Company
Limited (205,000 equity shares), Koyna Investment and Trading Company (205,000 equity shares) and Cockscomb Investment
and Finance Private Limited (205,000 equity shares). Details of certificate from the statutory auditors that the secerrities wer
issued in accordance with then existing SEBI Guidelines was not available as the records were burnt in fire which tookiplace in
premises on April 24, 1998.

5 In 1995, the Company provided an interest free loan of Rs.309 million to a company, Kritadnya Management and Trading Services
Private Limited (“KMTS”), which has given an undertaking to hold the shares solely for the purpose of obligations of the “BFL
Executives Welfare and Share Option Trust” in terms of clause (b) of the proviso to Section 77(2) of the Companies Act, 1956. |
this regard, the Company has allotted 1,568,600 equity shares to KMTS in 1995. Also refer page 18 of this Letter of Offer.

6 A private placement of 18 lakh shares was done to Promoter group companies. 900,000 shares were allotted to Surajmukh
Investment & Finance Limited and other 900,000 shares to Chakrapani Investment & Trades Limited. A certificate from the
statutory auditors that the securities were issued in accordance with then existing SEBI Guidelines was obtained.

7 Pertains to share forfeited on account of non-payment of calls; 5,426 equity shares were forfeited on June 30, 1991, of which
forfeiture of 2,424 equity shares has been annulled on account of payment of overdue calls subsequently; 65,730 equity share
were forfeited on November 30, 1993, of which forfeiture of 34,164 equity shares has been annulled on account of payment of
overdue calls subsequently. Allotment of 340 equity shares to non-residents was annulled in deference to RBI advise agains
allotting additional shares under 89 series debentures of Vith series with attached coupon warrants.

As on date, the balance in the share premium account is nil on account of transfer of then existing balance of Rs 2689.25 milli
on March 1, 2001 being transferred to BF Utilities Limited under scheme of demerger approved by the Honourable High Court of
judicature at Mumbai vide their order dated January 17, 2001.

2. Our promoters, their relatives and associates, and our Directors have not purchased or sold or financed, directlyypamdirect
equity shares during a period of six months preceding the date on which the draft Letter of Offer is filed with SEBI, except th
following:
® Promoter Group - During the last six months, Mr. Amit B Kalyani (relative of Mr. B N Kalyani and director) sold 5,000

shares representing 0.01% of the present outstanding share capital

Directors of the Company -During the last six months, Mr.Pratap Bhogilal and Mr.P. H. Ravikumar purchased 5,300 and
100 shares respectively representing 0.01% and 0.0002% of the present outstanding share capital

For further details please refer section “Notes to Risk Factor” on page xv of this Letter of Offer

13
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3. Details of shares held by the Promoter group are as follows;
Name of Holder Folio No. No. of Date of tal Total % to % to
DPID/ Shares Allotment Face Issue/ ‘Otal Total
Client ID Value Conversion Post Post
(Rs.) Price Issue Issue
(Rs.) Capital Capital
Including
Warrant
PERSONAL
Mr. B.N. Kalyani 15621 252
22213 368 20.05.1987
56078 184 23.12.1989
59747 200 15.04.1994
62014 200 01.08.1995
DPID IN321127 19.12.1994
CLID 15391910 6,000
7,204 72,040 398,230.68 0.02 0.02
RELATIVES IN300505 63,779
Dr. N.A. Kalyani 10039386
IN300505 32,669
10039394 96,448 964,480 3,742,182.40 0.246 0.246
Mrs. Sulochana N. Kalyani IN300505 99
10039409 8
107 1,070 1,156.67
Mr. Amit B. Kalyani IN301127
15392003 64,790 647,900 3,688,464.83 0.17 0.17
Mrs. Sheetal G. Kalyani  IN300505
10039468 2,118 21,180 254,668.32
Mrs. Rohini G. Kalyani IN300505
10039492 7,137 71,370 73,796.58 0.02 0.02
Kumar Viraj G. Kalyani IN300505
10039484 2,100 21,000 547,218.00
TOTAL (A) PERSONAL &
RELATIVES 179,904 8,705,717.48 0.47 0.47
PROMOTERS
Name of Holder Folio No. No. of Date of tal Total % to % to
DPID/ Shares Allotment Face Issue/ ‘Otal Total
Client ID Value Conversion Post Post
(Rs.) Price Issue Issue
(Rs.) Capital Capital
Including
Warrant
KSL Holdings Pt.Ltd. 74761 4,628,574 12.10.2002 46,285,740 310,117,808.00 12.29 12.29
2 Ajinkya Invt. Trdg. 59999 368,014 01.08.1995 3,680,140 20,090,111.00 0.98 0.98
PVt. Ltd.
3 Koyana Invt. &
Trading Co. 60000 375,000 01.08.1995 375,000 20,038,552.00 1.00 1.00
4 Cockscomb Invt. &
Fin Pvt. Ltd. 59998 627,520 01.08.1995 6,275,200 37,673,172.04 1.67 1.67
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Name of Holder Folio No. No. of Date of otal Total % to % to
DPID/ Shares Allotment Face Issue/ otal Total
Client ID Value Conversion Post Post
(Rs.) Price Issue Issue
(Rs.) Capital Capital
Including
Warrant
5 Shailedra Invt. &
Trdg Co. 60001 396,118 01.08.1995 3,961,180 27,803,179.00 1.05 1.05
6  Chakrapani Invt. &
Trades Ltd. 74762 1,649,750 12.10.2002 16,497,500 189,703,255.00 4.38 4.38
7  Surajmukhi Invt. &
Fin Ltd. 74763 1,899,490 12.10.2002 18,994,900 249,438,278.00 5.04 5.04
Gladiola Invt. Ltd. 74764 2,030,100 12.10.2002 20,301,000 265,289,975.00 5.39 5.39
Mundhwa Invt. Ltd. 75460 49,064 30.10.2003 490,640 8,541,107.00 0.13 0.13
10 Bhalchandra Invt. Ltd. 75461 109,845 30.10.2003 1,098,450 19,282,929.00 0.29 0.29
11 Forge Invt. Ltd. 75462 70,046 30.10.2003 700,460 12,381,681.00 0.19 0.19
12 Kalyani Utilities
Devp. Ltd. 75532 30,267 - 302,670 4,927,677.00 0.08 0.08
13 Sundram Tradg &
Invt. Pvt Ltd. 66391 50,000 19.05.1997 500,000 5,550,000.00 0.13 0.13
14 Kunal Trdg. & Invt.
Pvt. Ltd. 66395 29,996 19.05.1997 299,960 3,088,227.00 0.08 0.08
15 Yeshwant Tradg. &
Invt. Ltd. 66373 403,088 19.05.1997 4,030,880 43,542,442.80 1.07 1.07
16 Rajgad Trading Co. Ltd. 3692 107,520 20.05.1980
13395 TO 25,032 20.05.1987
13401 132,552 15.04.1994 1,325,520 3,723,592.00 0.35 0.35
17 Jannhavi Invt. Pvt. Ltd. 9825 443,514 15.04.1994 4,435,140 7,946,450.00 1.18 1.18
18 Yusmarg Invt. &
Trading Pvt Ltd. 3780 1,64,400 15.04.1994 1,644,000 4,508,000.00 0.44 0.44
19 Tanmarg Invt. &
Trading Pvt. Ltd. 3779 77,600 15.04.1994 776,000 3,880,000.00 0.21 0.21
20 Kalyani Consultants 5502 51,300
Pvt. Ltd. 22105 1,000
22106 13,400
65,700 15.04.1994 657,000 3,285,000.00 0.17 0.17
21 Dronacharya 20646 to 20648 443
Investment and 20650 to 20653 13,700
Trading Pvt. Ltd. 14,143 15.04.1994 141,430 707,150.00 0.04 0.04
22 Cornflower 20655 1,300
Investment and 20689 33,600
Trading Pvt. Ltd. 20690 9,900
20691 4,600
49,400 15.04.1994 494,000 2,470,000.00 0.13 0.13
23 Campanula 20657 68,800
Investments & 36329 54
Trading Pvt. Ltd. 36344 19
36508 16
68,889 15.04.1994 688,890 3,418,500.00 0.18 0.18



Bharat
N\ /Fouje
Name of Holder Folio No. No. of Date of otal Total % to % to
DPID/ Shares Allotment Face Issue/ otal Total
Client ID Value Conversion Post Post
(Rs.) Price Issue Issue
(Rs.) Capital Capital
Including
Warrant
24 Hastinapur 20658 3,800
Investments and 54310 13,000
Trading Pvt. Ltd.
16,800 15.04.1994 168,000 840,000.00 0.04 0.04
25 Dandakaranya 20656 15,500
Investments & 5439 87,000
Trading Ltd. 102,500 15.04.1994 1,025,000 5,125,000.00 0.27 0.27
TOTAL (B) 13,852,370 1,253,372,085.84 37.25% 37.25%
Average
Price
TOTAL (A+B) 14,032,274 1,262,077,803.32 Rs.89.94
None of the above shares have been pledged.
4. In accordance with Clause 4.10.1 (c) of the SEBI Guidelines, the requirements of promoter’s contribution and lock-ippdp not a
to a Rights Issue.
5. Shareholding Pattern before and after the Issue is and will be as under:
Existing (As on July 27, 2004) After the Present Issue*
Category No. of Shares % No. of Shares %
Promoter Group 14,032,274 37.25 14,733,888 37.25
Banks and Institutions, FIs & Insurance 4,331,457 11.50 4,548,030 11.50
Non Resident Indians /(OCBs — NIL) 193,502 0.51 203,177 0.51
Flls 5,679,622 15.08 5,963,603 15.08
Mutual Funds 902,532 2.40 947,659 2.40
Others — Foreign Nationals 4,425 0.01 4,646 0.01
Public 12,523,816 33.25 13,150,007 33.25
Total 37,667,628 100.00 39,551,010 100.00
* - Assuming that all the shareholders on the date of the Book Closure will subscribe to the rights issue
6. The list of top 10 shareholders of the Company and the number of Equity Shares held by them:
A) As on date of filing with BSE
Name of shareholders No. of shares %
KSL Holdings Pvt. Ltd. 4,628,574 12.29
Gladiola Investment Ltd. 2,030,100 5.39
Surajmukhi Investment and Finance Ltd. 1,899,490 5.04
Chakrapani Investments and Trades Ltd. 1,649,750 4.38
Kritadnya Management and Trading Services Pvt. Ltd. 1,568,600 4.16
The New India Assurance Co. Ltd. 1,456,094 3.87
Life Insurance Corporation of India 1,300,088 3.45
Janus Special Equity Fund 1,194,108 3.17
Emerging Markets Management LLC A/c 945,935 2.51
Cockscomb Investment and Finance P. Ltd. 627,520 1.67
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B) 10 days prior to date of filing with BSE
Name of shareholders
KSL Holdings Pvt. Ltd.
Gladiola Investment Ltd.
Surajmukhi Investment and Finance Ltd.
Chakrapani Investments and Trades Ltd.
Kritadnya Management and Trading Services Pvt. Ltd.
The New India Assurance Co. Ltd.
Life Insurance Corporation of India
Janus Special Equity Fund
Emerging Markets Management LLC A/c
Cockscomb Investment and Finance P. Ltd.

C) 2 year prior to the date of filing with BSE
Name of shareholders

KSL Holdings Pvt. Ltd.

Life Insurance Corporation of India

Gladiola Investment Ltd.

Surajmukhi Investment and Finance Ltd.

The New India Assurance Co. Ltd.

Chakrapani Investments and Trades Ltd.

Kritadnya Management and Trading Services Pvt. Ltd.
Unit Trust of India

General Insurance Corporation of India

Cockscomb Investment and Finance P. Ltd.

No. of shares %
4,628,574 12.29
2,030,100 5.39

1,899,490 5.04
1,649,750 4.38
1,568,600 4.16
1,456,094 3.87
1,300,088 3.45
1,187,848 3.15
945,935 2.51
627,520 1.67

No. of shares %

4,628,574 12.29
2,420,545 6.43
2,030,100 5.39
1,899,490 5.04
1,826,094 4.85
1,649,750 4.38
1,568,600 4.16
1,259,448 3.34
640,531 1.70
627,520 1.67

Save as stated in point 15 below, as on date, there are no outstanding warrants, securities convertible into shares, options or
rights to convertible debentures, loans or other instruments which would entitle promoter group or any other shareholder
any option to receive equity shares of BFL.

6.

Neither the Company nor its Directors have entered into any
buy-back and/or standby arrangements for purchase of Equity
Shares of the Company from any person. Our promoter,
Mr B N Kalyani, has confirmed that he along with his relativeg
and the companies controlled by him (together hereinafter
referred to as “Promoter” in this para) together intend to
apply for additional shares in the Issue such that atleast 90%
of the Issue (i.e. upto Rs. 949.22 million) is subscribed. In
this regard, our Promoter has entered into an underwriting
agreement dated July, 27, 2004 with JM Morgan Stanley
Private Limited and Enam Financial Consultants Private
Limited to underwrite Rs. 100 million each. Promoter will™™"
pay a commission at the rate of 1.5% each of the amount
being underwritten, to JM Morgan Stanley Private Limitedl.
and Enam Financial Consultants Private Limited.

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

There would be no further issue of capital whether by wi%
of issue of bonus shares, preferential allotment, rights is

or in any other manner during the period commencing from
submission of the Letter of Offer with SEBI until permission
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for dealing in and an official quotation has been granted by
the Stock Exchange for the Equity Shares offered through this
Letter of Offer.

The Company presently does not have any intention or
proposal to alter its capital structure for a period of six
months from the date of opening of the Issue, by way of
split/consolidation of the denomination of Equity Shares or
further issue of Equity Shares (including issue of securities
convertible into exchangeable, directly or indirectly for Equity
Shares) whether preferential or otherwise.

The Company has not issued any Equity Shares out of
revaluation reserves in the past.

There shall be only one denomination for the Equity Shares
of our Company. The Company shall comply with such

disclosure and accounting norms specified by SEBI, from time
to time.

The Company had 28,422 members as of July 27, 2004.

Please see “Our Promoter” of this Letter of Offer for the
names of natural persons who are in control (holding 10% or
more voting rights) or who are on the board of directors.
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14.

15.

16.

17.

In 1995, the Company provided an interest free loan of Rs.309
million to a company, Kritadnya Management and Trading
Services Private Limited (“KMTS"), which has given an
undertaking to hold the equity shares solely for the purpose
of obligations of the “BFL Executives Welfare and Share
Option Trust” in terms of clause (b) of the proviso to Section
77(2) of the Companies Act, 1956. In this regard, the
Company has allotted 1,568,600 equity shares to KMTS in
1995. Please also refer note 15 below.

15,68,600 Equity Shares of Rs. 10/- each are issued at a
premium of Rs.186.93 per share, under Senior Executives Stock
Cum Share Option Scheme (The “Scheme” “BSOP
Scheme’) to Kritadnya Management and Trading Services
Private Limited (“"KMTS”). These shares were issued on June
16, 1995 and are already listed on the Stock exchanges. As
provided under clause 23 read with clause 3.1 of the Securities
and Exchange Board of India (Employee Stock Option Scheme
and Employee Stock Purchase Scheme) Guidelines, 1999 (the
“ESOP Guidelines”), the ESOP Guidelines are applicable
to companies listed on any recognized stock exchange in India
which offer an employee stock option scheme or a employee
stock purchase scheme on or after June 19, 189%he
shares under the ESOP Scheme were allotted to KMTS

in 1995, the Guidelines were/are not applicable to the
shares issued to KMTS for the ESOP Scheméhe said
shares shall be used for allotment to the Senior Executives of
the Company pursuant to the ESOP scheme as and when
introduced. Presently the said shares are held by KMTS.
Other shares issued to KMTS for ESOP Scheme, the
Company does not have any ESOP or ESPS Scheme as
envisaged under Securities and Exchange Board of India
(Employee Stock Option Scheme and Employee Stock
Purchase Scheme) Guidelines, 1999. ESOP or ESPS, if any, in
future would be as per the requirements of the Securities and
Exchange Board of India (Employee Stock Option Scheme
and Employee Stock Purchase Scheme) Guidelines, 1999.

As per regulation 6 of notification No. FEMA 20/200-RB
dated May 03, 2000, the RBI has given general permission to
Indian companies to issue Rights shares to Non-resident Indian
including additional shares. However, since the equity shares
being offered on rights basis in this issue also have detachable
warrants, the Company by its letter dated April 07, 2004
had made an application to the RBI to grant permission to
issue of equity shares with the detachable warrants to its
non-resident shareholders. The RBI has vide its letter ref.
CO/FID/864/10.1.02.01.06/2003-2004 dated May 12, 2004
given permission for issue of equity shares with detachable
warrants to non-residents shareholders within sectoral cap
prescribed under FEMA 1999.

The promoter has confirmed that he along with his relatives
and the companies controlled by him (together hereinafter
referred to as “Promoter” in this para) together intends to
subscribe to the full extent of their entitlement in the Issue.
Herein the Promoter reserves his right to subscribe to his
entittement in the issue by a combination of entities controlled
by him and who are shareholders on the date of the Book
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Closure for this Issue. The Promoter intends to also apply
for additional shares in the Issue such that atleast 90% of the
Issue is subscribed (i.e. upto Rs. 949.22 million). In this
regard, our Promoter has entered into an underwriting agreement
dated July 27, 2004 with JM Morgan Stanley Private Limited
and Enam Financial Consultants Private Limited to underwrite
Rs. 100 million each. Promoter will pay commission at the
rate of 1.5% each of the amount being underwritten, to JM
Morgan Stanley Private Limited and Enam Financial
Consultants Private Limited respectively. As a result of this
subscription and consequent allotment, the Promoter may
acquire shares over and above his entitlement in the Issue,
which may result in an increase of the shareholding being
above the current shareholding with the rights entitlement
under the present issue. This subscription and acquisition of
additional shares by Promoter, if any, will not result in change
of control of the management of the Company and shall be
exempt in terms of proviso to Regulation 3(1)(b)(ii) of the
SEBI (Substantial Acquisition of Shares and Takeover)
Regulations, 1997. As such, other than meeting the
requirements indicated in Use of Funds, (refer “Objects of
the Issue” section on page 34 of this Letter of Offer), there
is no other intention/purpose for this Issue, including any
intention to delist the Company, even if, as a result of
allotments to the Promoter, in this Issue, the Promoter
shareholding in the Company exceeds his current shareholding.
However, the Promoter has confirmed that in case the Rights
Issue of the Company is completed with the Promoter
subscribing to equity shares over and above his entitlement
and as a result, if the public shareholding in the Company
after the Rights Issue falls below the “permissible minimum
level” as specified in the listing condition or listing agreement,
he will either individually or jointly with other companies
controlled by him make an offer for sale of his holdings so
that the public shareholding is raised to the “permissible
minimum level” within a period of 3 months from the date of
allotment in the proposed Issue, as per the requirements of
sub-clause 17.1 and 17.2 of SEBI (Delisting of Securities)
Guidelines, 2003 or as per any amendment thereto or any
other period as may be directed by SEBI or any appropriate
authority. In this context, the promoter of BFL Limited has
provided following undertaking:

“I hereby undertake that, in case the Rights Issue of Bharat
Forge Limited is completed with the Promoter subscribing to
equity shares over and above their entittement and as a result,
if the public shareholding in the Company after the Rights
Issue falls below the “permissible minimum level” as specified
in the listing condition or listing agreement, | will either
individually or jointly with other companies controlled by me
make an offer for sale of my holdings so that the public
shareholding is raised to the “permissible minimum level”
within a period of 3 months from the date of allotment in the
proposed Issue, as per the requirements of sub-clause 17.1
and 17.2 of SEBI (Delisting of Securities) Guidelines, 2003 or
as per any amendment thereto or any other period as may be
directed by SEBI or any appropriate authority.”
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TERMS OF THE PRESENT ISSUE Principal Terms are as follows:

The Equity Shares, now being issued, are subject to the terms a#ge Value

conditions of this Letter of Offer, the enclosed Compositeach Equity Share shall have a Face Value of Rs.10/-
Application Form (“CAF”), the Memorandum & Articles of
Association of the Company, the approvals from the Gol, FI
and RBI, if applicable, the provisions of the Companies Adgach Equity Share shall be offered at an Issue Price of Rs.10/-
1956, guidelines issued by SEBI, guidelines, notifications a®@ch for cash at a premium of Rs. 550/- per equity share.
regulations for issue of capital and for listing of securities issuggyitlement Ratio

by Government of India and/ or other statutory authorities and ) . ) . ) .
bodies from time to time, terms and conditions as stipulated iHe EQuity Share is being offered on rights basis to the existing
the Allotment Advise or Letter of Allotment or Share Certificat&duity Shareholders of the Company in the ratio of one Equity

and rules as may be applicable and introduced from time to tiﬁ@_are for every 20 equity sha_res held as on the date of_Book
Closure. And for every two Equity Shares being offered on rights

AUTHORITY FOR THE PRESENT ISSUE under this Issue, the allottees will have one detachable warrant.

The present Rights Issue has been authorized by the Board agijf#its entitlement on shares held in the pool account of the clearing

meeting held on January 19, 2004 and vide resolutions passedy@inbers on the date of the Book Closure shall be considered, and
March 12, 2004 by the Committee of Directors. The presegich claimants are requested to —

Issue is also being made pursuant to the resolution passed by the
shareholders vide the Extraordinary General Meeting held on
January 10, 2004. The Objects of the present Rights Issue have
also been authorized by the Board at its meeting held on Decentber Depository in turn should furnish details of the transaction
10, 2003. to the Registrars

BASIS OF OFFER Only upon receipt of the aforesaid details, rights entitlement of

The Equity Shares with Detachable Warrants are being offered %‘? claimants shall be determined.
subscription for cash to those existing Equity Shareholders whésactional Entitlement

names appear as beneficial owners as per the list to be furnishgdeq ity Shares being offered on rights basis under this Issue, if
by the Depositories in respect of the shares held in the EleCtrpig shareholding of any of the Equity Shareholders is less than 20
Form and on the Register of Members of the Company in respgets not in the multiples of 20, then the fractional entitement of

of shares held in the physical form at the cloge of.busmess h%ﬁéh holders for Equity Shares shall be rounded up to the next
on July 27, 2004 (date of the Book Closure), fixed in consultatigfyer integer. The Equity Shares needed for such shares will be
with the BSE. first adjusted from the unsubscribed portion of the Issue, if any

RIGHTS ENTITLEMENT and should there be further requirement, from the Promoter group’s
'glement at the time of the allotment.

gsue Price

Approach the concerned depository through the clearing
member of the Stock Exchange with requisite details; and

As your name appears as beneficial owner in respect of the sh&fd
held in the Electronic Form or appears in the Register of Memb&sms of Payment

as an Equity Shareholder of the Company on July 27, 2004, (qgﬁ(ﬁ amount of Rs. 560/- is payable on application.

of the Book Closure), you are entitled to the number of Equi_tly i )

Shares shown in Block | of Part A of the enclosed CAF. he payment towards the Equity Shares offered will be as under:
The eligible Shareholders shall be entitled to the following: For Resident Towards Share Towards Share

e One Equity Share for every twenty Equity Shares held Applicants: Capital Premium Account

on the date of the Book Closure.

e For every two Equity Shares being offered on rights under
this Issue, the allottees will have one Detachable Warrant.

PRINCIPAL TERMS OF THE ISSUE _ _ - _
The Equity Shares now being offered are subject to the provisic}’é@ere an applicant has applied for additional shares and is allotted

of the Act and the terms and conditions of this Letter of Offer >ser T‘”mber of Eqwty Shares than applied for_, the excess
. o %bpllcatlon money paid shall be refunded. The monies would be
the CAF, the Memorandum and Articles of Association of th oy .
. N et ” . refunded within 42 days from the closure of the Issue, and if
Company (“Memorandum” and “Articles”), the Foreign Exchang . - .
” N ere is a delay beyond 8 days from the stipulated period, the
Management Act 1999 (“FEMA”") and the Letters of Allotmen . . L X
. - : Company will pay interest on the monies in terms of Section 73
Equity Shares/Warrant Certificates to be issued. Over and abg ®he Companies Act 1956
such terms and conditions, the Equity Shares and the Detachgble P ' ’
Warrants shall also be subject to applicable laws, guidelines,
notifications and regulations relating to issue of capital and listing
of securities issued from time to time by SEBI, the Government

of India, RBI and / or other authorities.

On application Rs. 10/- per Share  Rs. 550/- per Share
For Non-Resident Applicants
On application Rs. 10/- per Share  Rs. 550/- per Share
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Principal Terms of the Warrants Exercise Application Form at the Company’s Registered Office
would be considered in case of warrants held in physical mode
) ) and in case of warrants held in dematerialised mode, the date of
For allotment of every two equity shares being offered, oRgedit to the Escrow Account opened for the purpose would be
detachable Warrant would be issued. This Warrant can be freghusidered for determining the Warrant Exercise Price. This price
and separately traded. The Warrant holder will be entitled §gyuid pe adjusted for any further bonus issue made by the
exercise his right to apply for one Equity Share of Rs. 10/- eagBmpany prior to the Warrant Exercise Period so as to ensure
at Warrant Exercise Price for each Warrant held, at any time duriagt the benefit to the Warrant holder is not prejudiced and remains
Warrant Exercise Period. the same as if the bonus would not have been declared. For example,
Fractional Entitlement of Warrants should the Company declare a bonus issue prior to the Warrant

. . .Exercise Period in the ratio of 1:1, then the Warrant Exercise Price
For allotment of Warrants being offered along with the EqUIt\X/ould be half of the Warrant Exercise Price as aforesaid. In case

Shares being offered on Rights basis, for every two Equity Sha%}@?s Company announces a rights issue during the tenure of the

being offered on rights under this Issue, will entitle the sharehol L rrants. neither would anv adiustment be made to the Warrant
to have one detachable warrant. If the entitlement for Equity Sha%es ! y adj

. . - . xercise Price nor would there be any reservations for Warrant
of any of the Equity Sharehglders |slless than 2 or is not in thelders. The face value of each Equity Share of the Company is
multiples of 2, then the fractional entitlement of such holders f 10/~ In the event of anv sub-division or consolidation of the
Warrants shall be rounded up to the next higher integer. ]h% ) Y

Wt nesded forSuch shares il be 1t aused aganst 5 VAL, 1 212 SrUeTent on Back Beer Sl be,
unsubscribed portion of the Issue and then if any, from tReoP y gareg

Promoter’s entitlement at the time of the allotment. value of _the entltleme_nt remains the same as the ”°m'T“”?' _value of
. . the Equity Shares immediately prior to such subdivision or
Warrant Exercise Period consolidation e.g. in case the Company decides to reduce the face

Warrant Exercise Period shall be the period commencing after vBjue of Equity Shares to Rs. 5 each, then upon exercise of each
months from the Date of Allotment upto 24 months from th@arrant by making payment under the Warrant Exercise Price, the
Date of Allotment. Warrant holders can exercise their right ¥yarrant holder would get two Equity Shares of Rs. 5 each instead
apply for the Equity Share at the Warrant Exercise Price any tiffeone Equity Share of Rs. 10 each.

during the Warrant Exercise Period. No record date would be fixgHe investors may also note that the floor price of Rs. 1,200

by the Company for this purpos€urther the Warrants not  per warrant should not be taken to be indicative of the market
exercised during the Warrant Exercise Period shall lapseAlso  price of the equity shares, whether presently or after the
refer to the Call Option mentioned below on page 21 of thiguity shares are issued upon the exercise of warrants are
Letter of Offer. For valid applications received along with thgsted. No assurance can be given regarding the active /
Warrant Exercise Price during the Warrant Exercise Period, whetbggtained trading in the equity shares or the price at which
received in physical form or through transfer to the Escroiie Equity Shares offered under the present Issue will trade
Account opened for the purpose, till the last working day of either after the listing or at the time of exercise of warrants.
;ﬁ(litneddarorr]n?hnéhltgf d:;/eo?t)t:r; ngzczggi”ngbiatlj:r?g;?dmtgntza\(/i? tﬁg?gcedure for Exercise of Warrants being issued with Equity Shares
10" calendar day is a holiday, the deemed date of allotment sial
be the succeeding working day). In this regard, the Company shdgiplication for issue of Equity Shares should be made on the
disregard applications which are liable for rejections, due to sugtescribed Warrant Exercise Application Form. This application
factors including incidence of dishonour of payment instrument m would be sent to all the Warrant holders would be sent
short payment. separately. The same would also be available on request with our
Secretarial department (in-house Share Department) and during the
Warrant Exercise Period can be downloaded from our web-site
Warrant Exercise Price shall be at a 15% discount to the averg@@v.bharatforge.com.

of the previous three calendar months daily closing price
immediately preceeding the month in which the warrant conversion
is exercised, subject to a floor price (minimum price) of atleast
Rs. 1,200 per warrant. We have fixed the floor price of Rs. 1,200
since that would be the minimum price at which the Warrants can
be exercised. Therefore though the Warrant Exercise Price is linked
to the market price, in the event the average market price is less
than Rs. 1,200, the Warrant Exercise Price would be fixed at
Rs. 1,200 and as a result, the Warrant Exercise Price would be
higher than the then prevailing market price.

Entitlement

Fler this Issue

Warrant Exercise Price

In case of Warrant held in Physical Modeuring the Warrant
Exercise Period, the Warrant holder should send his application
for issue of Equity Shares to our Secretarial department
located at Mundhwa, Pune Cantonment, Pune 411 036,
Maharashtra, India by filling up the requisite particulars on
the Warrant Exercise Application Form and by discharging on
the reverse of the Warrants certificate. It should be
accompanied by a cheque/demand draft favoring “Bharat Forge
Limited” payable at Pune for the requisite amount.

In case of Warrants held in Demat Foruring the Warrant
Exercise Period, the Warrant holder should send his application
for issue of Equity Shares to our Secretarial department

For this purpose daily closing prices as per BSE official quotati(')n
with reference to the date of receipt of the duly valid Warrant
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located at Mundhwa, Pune Cantonment, Pune 411 O038JEIR SPECIAL CLASS MEETING IN ACCORDANCE WITH
Maharashtra, India by filling up the said application form. THE PROVISIONS OF THE COMPANIES ACT, 1956 AND
should be accompanied by cheque/demand draft favourilgKING THEIR APPROVAL BY A SIMPLE MAJORITY TO
“Bharat Forge Limited” payable at Pune for the requisittHE TERMS OF MODIFICATION SOUGHT, FROM THE
amount. Warrant holders should concurrently transfer th&WARRANT HOLDERS PRESENT AND VOTING.

dematted holding to the Es<_:row Account to be opened_ Rthts of Warrant holders

the Company by marking this as an off market transaction.
Details of the Escrow Account would be mentioned on the
Warrant Exercise Application Form, to be provided by the
Company subsequently.

The Warrants shall be transferable and transmittable in the
same manner and to the same extent and be subject to the
same restrictions and limitations and other related matters as
in the case of Equity Shares of the Company. The Company
Warrants may not be exercised from within the United States or has already applied to NSDL and CDSL for separate ISIN
by or on behalf of US citizen. Each person exercising a Warrant for the warrants.By virtue of the Circular No. 14 dated
must provide a written certification that he is not a US person September 16, 2003 issued by the RBI, overseas corporate
and that the Warrant is not being exercised on behalf of a US bodies (“OCBs”) have been derecognized as an eligible class
citizen. No exercise will be accepted from any person whose address of investors and the RBI has subsequently issued the Foreign
is within United States. Exchange Management [Withdrawal of General Permission to
Call Option Overseas Corporate Bodies (OCBs)] Regulations, 2003.

. ) ) . Accordingly, the warrants shall not be transferable (by sale or
The Company will have a one-time call option of exercising the gift) in favour of OCB(s).

Warrants at any time commencing after 12 months from the Date
of Allotment upto 18 months from the Date of Allotment (“Call
Option Date”). This Call would be made uniformly in respect of
all the warrants outstanding. In case we exercise the Call Option,
we will seek compulsory conversion of Warrants into Equity Shares
of the Company at the Warrant Exercise Price determined as per
the principle laid down above under the para “Warrant Exercise
Price” with reference to the Call Notice Date, after which the
warrants remaining unexercised, if any, will lapsee Company
shall give atleast 45 days prior notice before making a call

for compulsory conversion of the warrants. ‘

The Warrants shall not confer upon the holders thereof any
right to receive any notice of the meeting of the Shareholders
of the Company or Annual Report of the Company and or

to attend/vote at any of the General Meetings of the

Shareholders of the Company held, if any.

Save and except the right of subscription to the Company’s
Equity Shares as per the terms of the Issue of Warrants, the
holders of the Warrants in their capacity as Warrant holders
shall have no other rights or privileges.

The Warrant holdersnter-se shall rankpari passuwithout

) ] any preference or priority of one over the other or others.
Procedure for exercise of Call Option )
All the above rights of the Warrant holders shall lapse

If we choose to exercise the Call Option, we shall give a Notice gitomatically if the Warrants are not exercised by 24 months from
the same to the Warrant holders at least 45 days prior to the G@ll date of their allotment or the date specified in the notice for
Option Date. On receipt of the aforesaid intimation, the saigy option and the unexercised Warrant shall automatically be treated

Warrant holder / all the joint holders should duly discharge thg cancelled. A separate register of warrant holders would be
Warrant Certificate(s) by signing on its reverse and duly enclosg@intained by the Company.

with the Warrant Exercise Application Form, send the same b

Registered Post / Speed Post with acknowledgment due or RKET LOT

hand delivery to our in-house Share Department, located Tdte securities of the Company are tradable only in dematerialised
Mundhwa, Pune Cantonment, Pune 411 036, India. For procediaren. The market lot for Equity Shares and Warrants in Demat
of giving the Call Option, please refer to “Notices” on page 22 tdode is one. In case of holding in physical form, the Company
this Letter of Offer. would issue to the allottees one certificate for the Equity Shares
and detachable Warrants with a split perforation (“Consolidated
Certificate”). In respect of the Consolidated Certificate, the

In case Company exercises the Call Option, it will send the nOf@%mpany will, upon receipt of a request from the Equity

to the Warrant Holder to compulsorily convert their Warrants inthareholder/Warrant holder, split such Consolidated Certificate into
Equity Shares of the Company. Upon such notice being sent, {igaller denomination within one fortnight's time from the request

Warrant Holder shall be obliged to pay the call money within thg the Equity Shareholders/Warrant holders in conformity with its

date indicated therein, which shall not be later than 45 days of figcles of Association. No fee would be charged by the Company
date of such notice, by forwarding a cheque / demand draft favorigg spiitting the Consolidated Certificate.

“Bharat Forge Limited” payable at Pune for the requisite amount.
RANKING OF EQUITY SHARES
MODIFICATION TO THE TERMS OF THE WARRANTS

The Equity Shares allotted in this Issue and Equity Shares allotted
ANY MODIFICATION TO THE TERMS OF ISSUE AND on exercise of Warrants offered through this Letter of Offer shall

EXERCISE OF THE WARRANTS WOULD BE CARRIED OUT  ank pari-passuin all respects with the then existing Equity Shares
ONLY WITH THE PRIOR APPROVAL OF THE WARRANT  of the Company including in respect of dividend declared by the
HOLDERS. THIS WOULD BE DONE BY CONVENING Company.

Payment on exercise of Call Option
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PRINTING OF BANK PARTICULARS ON REFUND ORDERS  be entitled if he were the registered holder of the Equity Shares/

As a matter of precaution against possible fraudulent encashm@{rants. Where the nominee is a minor, the Equity Share/ Warrant
of refund orders due to loss or misplacement, the particulars ¥der(s) may also make a nomination to appoint, in the prescribed
the applicant's bank account are mandatorily required to be giVERN"er. any person to become entitled to the Equity Share/
for printing on the refund orders. Bank account particulars will B¥arant(s), in the event of death of the said holder, during the
printed on the refund orders/refund warrants which can then BiCrity of the nominee. A nomination shall stand rescinded upon
deposited only in the account specified. The Company will in (¢ Salé of the Equity Share/ Warrant by the person nominating. A
way be responsible if any loss occurs through these instrumeff¥e" Will be entitied to make a fresh nomination in the manner
falling into improper hands either through forgery or fraud. ~ Prescribed. When the Equity Share/Warrant is held by two or

more persons, the nominee shall become entitled to receive the
OFFER TO NON-RESIDENT EQUITY SHAREHOLDERS/  gmount only on the demise of all the holders. Fresh nominations
APPLICANTS can be made only in the prescribed form available on request at
As per regulation 6 of notification No. FEMA 20/200-RB datethe Registered Office of the Company located at Mundhwa, Pune
May 03, 2000, the RBI has given general permission to Indi&@ntonment, Pune 411 036, Maharashtra, India or such other
companies to Issue Rights shares to non-resident sharehol@éfson at such addresses as may be notified by the Company.
including additional shares. However, since the equity shares belig applicant can make the nomination by filling in the relevant
offered on rights basis in this issue also have detachable Warrap@sgtion in the CAF.

the Company by its letter dated April 07, 2004 had made @y one nomination would be applicable for one folio. Hence,

application to the RBI to grant permission to issue of equify case the Shareholder(s) has already registered the
shares with the detachable Warrants to its non-resident sharehold@yination with the Company, no further nomination need

The RBI has vide its letter ref. CO/FID/864/10.1.02.01.06/2008;5 pe made for Equity Shares to be allotted in this Issue
2004 dated May 12, 2004 given permission for issue of equifider the same folio.

shares with detachable warrants to non-residents shareholders wijthin ) . L

sectoral cap prescribed under FEMA 1999. The Board of Directdls¢@s€ the allotment of Equity Shares is in dematerialised form,
e is no need to make a separate nomination for the Equity

may at its absolute discretion, agree to such terms and conditi

as may be stipulated by RBI while approving the Allotment Oﬁhares.to be allgtted in thi§ Issue. Nominat.ions registered w!th
Equity Shares, payment of dividend etc. to the NR ShareholddfSPective peposﬂory .Part|C|pant of the apphcapt V,VOUId prevail.
The rights shares purchased by non-residents shall be subjecf {'¢ @Pplicant requires to change the nomination, they are
the same conditions including restrictions in regard to tfigduested to inform their respective Depository Participant.

repatriability as are applicable to the original shares against whDTICES

rights shares are issued. By virtue of the Circular No. 14 datgfl ) iices to the Equity Share/ Warrant holder(s) required to be
September 16, 2003 issued by the RBI, overseas corporate bogigs, by gharat Forge Limited shall be published in one English
(‘OCBs") have been derecognized as an eligible class of investhLsi,na|' dajly with wide circulation, one Hindi national daily with

and the RBI has subsequently issued the Foreign Exchaggge circylation and one regional language daily newspaper in Pune
Management [Withdrawal of General Permission to Overseggy \ide circulation and/or, will be sent by ordinary post/ to the

Corporate Bodies (OCBs)] Regulations, 2003. Accordingly, OCBsgigtered holders of the Equity Share/ Warrant from time to time.
shall not be eligible to subscribe to the Equity Shares with

detachable warrants. ISSUE OF DUPLICATE EQUITY SHARE CERTIFICATE/
WARRANT CERTIFICATE
JOINT-HOLDERS

. If any Equity Share Certificate(s)/Warrant Certificate(s) is/are
Where two or more persons are registered as the holders of aiiaied or defaced or the pages for recording transfers of Equity

Eguity Shares/\./Varrants,.they shall .be dgemed .to hold the Sameide/Warrants are fully utilized, the same may be replaced by the
Jomt-t.enanFs with bgneﬂts of survivorship subject to ProviSIONEpmpany against the surrender of such Certificate(s). Provided,
contained in the Articles. where the Equity Share Certificate(s)/ Warrant Certificate(s) are
NOMINATION mutilated or defaced, the same will be replaced as aforesaid only if

The sole Equity Share/Warrant holder or first Equity ShareNVarram? Certificate numbers and the Distinctive numbers are legible.
holder, along with other joint Equity Share/Warrant holders (beirigany Equity Share Certificate(s)/Warrant Certificate(s) is destroyed,
individual(s)) may nominate any person(s) who, in the event stiolen or lost, then upon production of proof thereof to the
death of the sole holder or all the joint-holders, as the case nsayisfaction of the Company and upon furnishing such indemnity/
be, shall become entitled to the Equity Shares/Warrants. Persorgigiety and/or documents as the Company may deem adequate,
being a nominee, becoming entitled to the Equity Shares/ Warraduglicate Equity Share Certificate(s)/Warrant Certificate(s) shall be
by reason of the death of the original Equity Shares/Warrassued.

holder(s), shall be entitled to the same rights to which he would

22



o

PROCEDURE FOR APPLICATION Equity Shares offered to you either in full or in part in favour of

The CAF would be printed in green ink for all shareholders, wiflf!y. Other person or persons. Such renouncees can only be Indian
a additional separate advise for Non-resident shareholders. In diaionals/Limited Companies incorporated under and governed by
the original CAF is not received by the applicant or is misplacg&e Act, statu_tory corporatlons_/lnstltutlons, trusts_ (unless regl_stered
by the applicant, the applicant may request the Registrars to W(g_er the Indian Trust Act), minors (through their legal guardians),

Issue, Intime Spectrum, for issue of a duplicate CAF, by furnishiﬁgc'eties (unless registered under the _Societies Registration _Act,
the registered folio number, DP ID Number, Client ID NumbeS60 or any other applicable laws) provided that such trust/society
and their full name and address. is authorised under its constitution/bye laws to hold equity shares

) ) in a company and cannot be a partnership firm, more than three
Non-resident shareholders can obtain a copy of the CAF from H@rsons including joint-holders, HUF, foreign nationals (unless
Registrars to the Issue, Intime Spectrum from their office |Ocat§Hproved by RBI or other relevant authorities) or to any person
at C-13, Pannalal Silk Mills Compound, Bhandup (West), Mumbgiated or having jurisdiction where the offering in terms of this
— 400 078, India by furnishing the registered folio number, DP IRstter of Offer could be illegal or require compliance with securities
number, Client ID number and their full name and address. |aws of such jurisdiction or any other persons not approved by

ACCEPTANCE OF OFFER the Board.

You may accept and apply for the Equity Shares hereby offe/ddy renunciation from Resident Indian Shareholder(s) to Non-
to you wholly, or in part, by filling in Part “A” of the enclosedResident Indian(s) or from Non-Resident Indian Shareholder(s) to
CAFs and submitting the same along with payment of tieéher Non-Resident Indian(s) or from Non-Resident Indian
application money to any of the bankers to the Issue and th8ftareholder(s) to Resident Indian(s) is subject to the renouncer(s)/
collection branches specified on the reverse of the CAF on renouncee(s) obtaining the approval of the FIPB and/ or necessary
before the close of banking hours on September 10, 2004.  permission of the RBI under the Foreign Exchange Management

Act, 1999 (FEMA) and other applicable laws and such permissions
OPTIONS AVAILABLE TO THE EQUITY SHAREHOLDER should be attached to the CAF. Applications not accompanied by

The Composite Application Form clearly indicates the number gfe aforesaid approval are liable to be rejected.

Equity Shares that the Equity Shareholder is entitied to. By virtue of the Circular No. 14 dated September 16, 2003 issued
If the Equity Shareholder applies for an investment in Equity the RBI, Overseas Corporate Bodies (“OCBs”) have been
Shares, then he can: derecognized as an eligible class of investors and the RBI has
«  Apply for his entitlement in part subsequently issued the Foreign Exchange Management [Withdrawal
e Apply for his entitlement in part and renounce the other pem Gengral Permission to. Overseas (‘:o.rporate .Bodles (OCBs)]
. . . Regulations, 2003. Accordingly, the existing Equity Shareholders

* Apply for his entitlement in full of the Company who do not wish to subscribe to the Equity
* Apply for his entitlement in full and apply for additionalshares being offered but wish to renounce the same in favour of
Equity Shares renouncees shall not renounce the same (whether for consideration

ADDITIONAL EQUITY SHARES or otherwise) in favour of OCB(s).

You are eligible to apply for additional Equity Shares over anthe Board reserves the right to reject the request for
above the number of Equity Shares you are entitled to, providdptment to renouncees in its sole and absolute discretion
you apply for all the Equity Shares, to which you are entitie@jthout assigning any reasons thereof.

without renouncing them, in whole or in part, in favour of anpart A of the CAF must not be used by any person(s) other than
other person(s). If you desire to apply for additional Equity Shargsese in whose favour this offer has been made. If used, this will
please indicate your requirement in Box [IV] of Part ‘A" of thgender the application invalid. Submission of the enclosed CAF to
CAF. Applications for additional Equity Shares shall be considerggk Banker to the Issue at its collecting branches specified on the
and allotment shall be made in the manner prescribed under ffifsrse of the CAF with the form of renunciation (Part B of the

section “Basis of Allotment” on page 30 of the Letter of OffecAF) duly filled in shall be conclusive evidence for the Company

The renouncees applying for all the Equity Shares renouncedpfithe person(s) applying for Equity Shares in Part C to receive
their favour may also apply for additional Equity Shares. allotment of such Equity Shares. The renouncees applying for all

In case of change of status of a holder, i.e., from a Resident Indf#® Equity Shares renounced in their favour may also apply for

to Non-Resident Indian, a new Demat account shall be opened&8gitional Equity Shares. Part ‘A" must not be used by the
the purpose. renouncee(s) as this will render the application invalid. Renouncee(s)

Where the number of additional Equity Shares applied for exce(\elel, also have no further right to renounce any shares in favour of

the number available for allotment, the allotment would be ma%réy other person.
on a fair and equitable basis in consultation with the Designa®BOCEDURE FOR RENUNCIATION

Stock Exchange. (@) To renounce the whole offer in favour of one renouncee:

RENUNCIATION If you wish to renounce this offer in whole, please complete
This Issue includes a right exercisable by you to renounce the Part B of the CAF. In case of joint-holders, all joint-holders
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must sign this part of the CAF. The person in whose favour and the procedure as stated above shall have to be followed.
renunciation has been made should complete and sign Part C Even a change in the sequence of the joint-holders shall
of the CAF. In case of joint renouncees, all joint renouncees amount to renunciation and the procedure, as stated above
must sign this part of the CAF. shall have to be followed.

(b) To renounce in part/or to renounce the whole to more (d) Renouncee(s):

than one renouncee: The person in whose favour the equity shares are renounced

If you wish to either accept this offer in part and renounce should fill in and sign Part C and submit the entire CAF to

the balance or renounce the entire offer in favour of two or the Bankers or to the collection centres to the Issue on or
more renouncees, the CAF must be first split by applying to before the closing date of the Issue along with the application
the Registrars to the Issue. Please indicate your requirement money.

for Split Forms in the space provided for this purpose if,yever, any right of renunciation is subject to the express
Part D of the CAF and return the entire CAF to the Registrt§,jiion that the Board of Directors of the Company shall be
to the Issue so as to reach them latest by the close of businesgie in its absolute discretion to reject the request for allotment

hoursl on August 26, 2004..On receipt of the required numq%m the renounces without assigning any reasons thereof.
of split forms from the Registrars, the procedure as mentioned

in para (a) above shall have to be followed. In case tRELITTING OF COMPOSITE APPLICATION FORMS

signature of the Equity Shareholder(s), who has renounagdly the person to whom this Letter of Offer has been addressed

the Equity Shares, does not match with the specimen signatigreand not the renouncee(s) shall be entitled to renounce and to

as per the records with the Company, the application is lialigply for split application forms. Request for split forms should

to be rejected. be sent to the Registrars to the Issue, namely Intime Spectrum
(c) Change and/or introduction of additional holders: before the closure of business hours on or before August 26, 2004

. . . i by filling in Part D of the CAF along with entire CAF. Split
If you wish to apply for Equity Shares jointly with anyrq ms cannot be re-split. The renouncee(s) shall not be entitied to

other person, or persons, not more than three, who |s/grg form(s). Split forms shall be sent to the applicant by post at
already joint-holders with you, it shall amount to renunciatiog, , applicant's risk

HOW TO APPLY FOR EQUITY SHARES
You may exercise any of the following options with regard to the Equity Shares offered to you, using the enclosed CAF.

OPTION OPTIONS ACTION REQUIRED

A Accept your entitlement to all the Equity Shares offered to ydtill and sign ‘Part A" of the CAF
(All joint holders must sign)

B Accept your entitlement to all the Equity Shares offered feill and sign ‘Part A" of the CAF after indicating in Block
you and apply for additional Shares IV the number of additional Equity Shares applied for

C Accept only a part of your entitlement of the Equity Shardsll and sign ‘Part A’ of the CAF
offered to you (without renouncing the balance)

D Renounce all the Equity Shares offered to you to one perdeh and sign ‘Part B’ of the CAF indicating the number of
(Renouncee) (Joint Renouncees not exceeding three Brmity Shares renounced and hand over the entire CAF to
considered as one Renouncee) the renouncee. The renouncee must fill and sign ‘Part C’ of

the CAF
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OPTION OPTIONS ACTION REQUIRED

E Accept a part of the Equity Shares offered to you and thEill and sign ‘Part D' of the CAF for Split Forms after
renounce the balance to one Renouncee. indicating the required number of Split Application Forms
and send the entire CAF to the Registrars to the Issue so
as to reach them on or before the last date for receiving
requests for Split Forms indicated in the CAF. On receipt
of the Split Forms take action as indicated below:

i) For the Equity Shares, if any, which you want to
accept, fill in and sign ‘Part A" of one Split Composite
Application Form.

i) For the Equity Shares you want to renounce, fill in
and sign ‘Part B’ in the required number of Split
Composite Application Forms indicating the number
of Equity Shares renounced to each renouncee.

i) Each of the renouncee should then fill in and sign ‘Part
C’ of the respective Split Composite Application Form
for the Equity Shares accepted by the renouncee.

F Accept a part of the Equity Shares offered to you aribllow the procedures stated in (E) above for obtaining the
renounce the balance to more than one renounce. required number of Split Composite Application Forms and
on receipt of Split Composite Application Forms follow
the procedure as stated in (E) (ii) and (iiij) above.

G Introduce a joint-holder or change the sequence of joiihis will be treated as a renunciation. Fill in and sign Part
holders. B and the renouncees must fill in and sign Part C.

Applications for Equity Share should be made only on the CABy mail should not be sent in any other manner except as
which are provided by the Company. The CAF should lraentioned below.

completed in aII_ respects as explained under the hegg application forms duly completed together with cash/
“INSTRUCTIONS” indicated on the reverse of the CAF befor@heque/demand draft for the application money must be

submission to the Banker to the Issue at its collecting brand%ﬁ%mitted before the close of the Subscription List to the

mentioned on the reverse of the CAF on or before the ClosureB%fnkers to the Issue named herein or to any of its branches

the subscription list. Non Resident Shareholders/Renouncee Sh?H%tioned on the reverse of the CAF. The CAF alongwith
forward their applications to Banker to the Issue as mentioneda' lication money must not be sent to the Company or the

th,iFCAF]F fI(()jr t:\Iog-RestLd(?jnt Edquity Sha_re-holders. No part of theq Managers to the Issue or the Registrars to the Issue
CAF should be detached under any circumstances. except as mentioned above.

Applicants must provide information in the CAF as to their savingﬁ]e applicants are requested to strictly adhere to these
/"current / NRE / NRO / FCNR bank account and the name of iy ,ctions. Failure to do so could result in the application

bank with whom such account is held to enable the Registrarbl;gng liable to be rejected with the Company, the Lead

print the said details in the refund orders after the name of Wﬁnagers and the Registrars not having any liabilities to

payees. such applicants.
For applicants residing at places other than designated Bank Availability of Duplicate CAF

Collecting branches. o _ _ ] )
In case the original CAF is not received by the applicant or is

Applicants residing at places other than the cities Wher_e the Bqﬂks laced by the applicant, the applicant may request the
collection centres have been opened should send their complelgdiqiars 1o the Issue, Intime Spectrum, for issue of a duplicate

CAF by registered post/speed post to the Registrars to the IS%H@F, by furnishing the registered folio humber, DP ID number,
Intime Spectrum alongwith bank drafts payable at Mumbai Riont 1D number and their full name and address.

favour of “BFL - Rights Issue” crossed “Alc Payee only” so that ) o .
the same are received on or before closure of the Issue (Piease note that those who are making application in the duplicate
September 10, 2004). orm should not utilise the original CAF for any other purpose

. . including renunciation, even if it is received / found subsequently.
The Company will not be liable for any postal delays anf, s iy case the original and duplicate CAFs are lodged for

applications received through mail after the closure of the ISSUghcrintion, allotment will be made on the basis of the duplicate
are liable to be rejected and returned to the applicants. Applications
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CAF and the original CAF will be ignored. MODE OF PAYMENT
APPLICATION ON PLAIN PAPER For Resident Indian Shareholders and Non-Resident

Shareholder who has neither received the original CAF(s) nor isShareholders on Non-Repatriation basis

a position to obtain the duplicate CAF(s) may make an applicatiBayment should be made in cash (not more than Rs.20,000) or by
to subscribe to the Rights Issue on plain paper, along with @reque/bank draft/ drawn on any bank (including a co-operative
Account Payee Cheque /demand draft payable at Mumbai toHamk) which is situated at and is a member or a sub-member of
drawn in favour of "BFL - Rights Issue" in case of residerihe bankers clearing house located at the centre where the CAF is
shareholders and non-resident shareholders applying on nsuwbmitted and which is participating in the clearing at the time of
repatriable basis and in favour of "BFL - Rights Issue - NR" isubmission of the application. Outstation cheques/money orders/
case of non-resident shareholders applying on repatriable basistal orders will not be accepted and CAFs accompanied by
and marked “A/c Payee Only” and send the same by Registeseidh cheques/money orders/postal orders are liable to be rejected.

Post/Speed Post directly to the Registrars to the Issue, INi@Mg NRIs holding shares on non-repatriation basis, payment may
Spectrum, so as to reach them on or b.efore“the cIo;ure"of at(l%% be made by way of cheque drawn on Non-Resident Ordinary
Issue. The envelope should be super scribed “BFL- Rights”. R0y Account maintained in Mumbai or Rupee Draft purchased

The application on plain paper, duly signed by the applicardst of NRO Account maintained elsewhere in India but payable at
including joint-holders, in the same order as per specimen recortdéambai. In such cases, the allotment of shares will be on non-
with the Company should contain the following particulars:  repatriation basis. If the payment is made by a draft purchased
from an NRO account, an Account Debit Certificate from the

1. Name of Issuer o S .
bank issuing the draft, confirming that the draft has been issued

2. Name of the shareholder including joint-holders by debiting the NRO account, should be enclosed with the CAF.

3. Address of sole / first holder In the absence of the above, the application shall be considered

4. Folio No./DP ID Number and Client ID Number incomplete and is liable to be rejected.

5. Number of shares held as on July 27, 2004 (date of the Bddkcheques/bank drafts accompanying the CAFs should be crossed
Closure) “Alc Payee Only” and made payable BFL — Rights Issue”.

6. Certificate numbers and Distinctive numbers, if held in physicghe_cp_": duly completed together with the amount payable on
form application must be deposited with the collecting bank/collection

) . ) centres indicated on the reverse of the CAF, on or before the close
7. Number of Equity Shares to which entitled of banking hours on or before the Issue closing date. A separate
8. Number of Equity Shares applied for, out of entittement cheque or bank draft must accompany each CAF. Reference number
9. Number of additional Equity Shares applied for, if any  Of CAF should be mentioned on the reverse of the Cheque/Draft.

10. Total number of Equity Shares applied for General permission has been granted to any person resident outside
India to purchase shares offered on rights basis by an Indian
. company in terms of regulation 6 of notification No. FEMA 20/
12. Particulars of Cheque / Draft enclosed 200-RB dated May 03, 2000. The RBI has vide its letter ref. CO/
13. Savings/Current Account Number and Name and AddressFobD/864/10.1.02.01.06/2003-2004 dated May 12, 2004 given
the Bank where the Equity Shareholder will be depositing tipermission for issue of equity shares with detachable warrants to
refund order. non-residents shareholders within sectoral cap prescribed under

14. PAN/GIR number and Income tax Circle/Ward/District of thEEMA 1999.
sole/all the joint applicants where the application is for sharRew Demat account shall be opened for holders who have had a
of a value of Rs.50,000/- or more change of status from Resident Indian to NRI.

15. In case of Non-Resident shareholders, NRE/FCNR/NR& Non-Resident Shareholders on repatriation basis

Account No., name and address of the bank and branch .
Payment by NRIs//Flis/Foreign Investors must be made by demand

16. Signature of shareholders in the same order as appearingifj/cheque payable at Mumbai or funds remitted from abroad in
our records. any of the following ways:

Please note that those who are making the application on plﬁfn By Indian Rupee drafts purchased from abroad and payable

paper shall not be entitled to renounce their rights and should not 4 Mumbai or funds remitted from abroad: OR

utilise the CAF for any purpose including renunciation even if it

is received subsequently. If the applicant violates any of th

requirements, he/she shall face the risk of rejection of both the

applications. The Company shall refund such application amoght Rupee draft purchased by debit to NRE/FCNR Account

to the applicant without any interest thereon. maintained elsewhere in India and payable in Mumbai; OR

11. Amount payable on application

By cheque/draft on a Non-Resident External (NRE) Account
or FCNR Account maintained in Mumbai; OR

d) FlIs registered with SEBI must remit funds from special non-
resident rupee deposit accounts.
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All cheque/drafts submitted by NRIs/ FlIs/Foreign ShareholdeBROUNDS FOR TECHNICAL REJECTIONS

should be drawn in favour 0BFL — Rights Issue NR". The aqhjicants are advised to note that applications are liable to be
CAF for non-residents applying on repatriation basis duliecteq on technical grounds, including the following:
completed together with the amount payable on application must

be delivered to the Registrars to the Issue on or before the clése Amount paid does not tally with the amount payable for;
of banking hours on or before the Issue closing date. 2. Bank account details (for refund) are not given;

A separate cheque or bank draft must accompany each applicaion Age of First Applicant not given;

form. Applicants may note that where payment is made by drafts PAN or GIR Number not given if Application is for
purchased from NRE/FCNR accounts as the case may be, an Rs. 50,000 or more:

Account Debit Certificate from the bank issuing the draft confirmirgj
that the draft has been issued by debiting the NRE/FCNR account
should be enclosed with the CAF. In the absence of the above the
application shall be considered incomplete and is liable to be
rejected. In case where repatriation benefit is available, dividehd If the signature of the existing shareholder does not match
and sales proceeds derived from the investment in shares can beWith the one given on the Composite Application Form and
remitted outside India, subject to tax, as applicable according to for renouncees if the signature does not match with the records
the Income-tax Act, 1961 and subject to the permission of the available with their depositories;

RBI, if required. 7. If the applicant desires to have shares in electronic form, but

In the case of NR who remit their application money from funds the .Con?posne Application Form does not have the
held in FCNR/NRE Accounts, refunds and other disbursements, if APplicants depository account details;

any shall be credited to such account details of which should e Composite Application Forms are not submitted by the
furnished in the appropriate columns in the CAF. In the case of Applicants within the time prescribed as per the Composite
NRIs who remit their application money through Indian Rupee Application Form and the Letter of Offer;

Drafts from abroad, refunds and other disbursements, if any wgll  Applications not duly signed by the sole/joint Applicants;
be made in US Dollars at the rate of exchange prevailing at sLigw Applications by OCBs:
time subject to the permission of RBl. The Company will not be™” '
liable for any loss on account of exchange rate fluctuation fbt- Applications accompanied by Stockinvest;

converting the Rupee amount into US Dollars or for collectiat. In case no corresponding record is available with the

charges charged by the applicant’s Bankers. Depositories that matches three parameters, namely, names

The Company has received letter from the RBI, No.CO/FID/864/ ©f the Applicants (including the order of names of joint
10.1.02.01.06/2003-2004 dated May 12, 2004. granting approval holders), the Depositary Participants identity (DP ID) and
for issuing right Equity Shares to existing Non-resident of Indian the beneficiary’s identity;

nationality/origin/FlIs/NR shareholders, with repatriation benefitd3. Applications by US persons;

within sectoral cap prescribed under FEMA 1999. 14. Applications by ineligible Non-residents (including on account
Applications received from NRs, NRIs, persons of Indian origin  Of restriction or prohibition under applicable local laws).
resident abroad, for Allotment of Equity Shares shalinber-alia, GENERAL

subject to the conditions imposed from time to time by the R?I
under the Foreign Exchange Management Act, 1999 (FEMA) n
the matter of refund of application monies, Allotment of Equi o ) )
Shares, Issue of Letter of Allotment / Share Certificates, Warrzwt Application should be made on the printed CAF, provided
Certificate, Dividends, etc. Save as stated elsewhere in this Letter BY the Company except as mentioned under the head,
of Offer, general permission has been granted to non resident APPlication on plain paper in the Letter of Offer and should
shareholders of an Indian company to purchase shares offered onP€ complete in all respects.

rights basis and additional shares offered thereto, subject to 3he A CAF found incomplete with regard to any of the particulars
condition that the shares offered do not exceed the sectoral caps.required to be given therein, and/or which is not completed in

The Board of Directors may at their absolute discretion, agree to confo_rmity with the terms of this _Letter .Of Offer is liable to_
such terms and conditions as may be stipulated by RBI while be rejected and the money paid, if any, in respect thereof wil

approving the allotment of Equity Shares, payment of dividend be ref_un_ded without interest a_nd after deduction of bank
etc. to the NR Shareholders. commission and other charges, if any.

4. The CAF must be filled in English and the names of all the

applicants, details of occupation, address, father's/husband’s
In terms of RBI Circular DBOD No. FSC BC 42/24.47.00/2003- name must be filled in block letters.

04 dated November 5, 2003, the Stockinvest Scheme has
withdrawn with immediate effect. Hence, payment through
Stockinvest would not be accepted in this Issue.

In case of Application under power of attorney or by limited
companies, corporate, trust, etc., relevant documents are not
submitted;

Please read the instructions printed on the enclosed CAF
carefully.

Payment by Stockinvest

en Signatures should be either in English or Hindi or the languages
specified in the Eighth Schedule to the Constitution of India.
Signatures other than in the aforesaid languages or thumb
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10.

11.

impression must be attested by a Notary Public or a Special
Executive Magistrate under his/her official seal.

The CAF together with cheque/demand draft should be sent
to the Bankers to the Issue/ Collecting Bank or to the Registrars
and not to the Company or Lead Managers to the Issue.
Applicants residing at places other than cities where the

applicaions not containing the above details are liable to
be rejected.

PAN/GIR Number: Where an application for allotment of
shares individually is for a total value of Rs. 50,000/- or
more i.e. the total number of shares applied for multiplied by
the issue price is Rs. 50,000/- or more, the applicant or in

branches of the Bankers to the Issue have been authorized by case of applications in joint names, each of the applicants,

the Company for collecting applications will have to make

payment by demand draft payable at Mumbai and send their
application forms to the Registrars to the Issue by

REGISTERED POST/SPEED POST. If any portion of the

CAF is/are detached or separated, such application is liable
to be rejected.

In case of an application under Power of Attorney or by a
body corporate or by a society, a certified true copy of the
relevant Power of Attorney or relevant resolution or authority3.
to make investment and sign the application along with the
copy of the memorandum and articles of association and/or
bye laws must be lodged with the Registrars to the Issue
giving reference of the serial number of the CAF. In case the
above referred documents are already registered with the
Company, the same need not be furnished again. Howevey,
the serial number of registration or reference of the letter,”
vide which these papers were lodged with the Company/
Registrars must be mentioned just below the signature(s) on
the application.In no case should these papers be attached

to the application submitted to the Bankers to the Issue.

The shareholders must sign the CAF as per the specir%ér)h
signature recorded with the Company. In case of joint-holdel®.
all joint-holders must sign the relevant part of the CAF in

should mention the applicant's Permanent Account Number
(PAN) allotted under the Income-tax Act, 1961 or where the
same has not been allotted, the GIR number under the Income
tax Circle/Ward/District. In case where neither the PAN nor
the GIR number has been allotted, the fact of non-allotment
should be mentioned in the CAF. CAF without this
information will be considered incomplete and will be liable
to be rejected.

Payment by cash: The payment against the share application
should not be effected in cash if the amount to be paid is
Rs. 20,000/- or more. In case payment is effected in
contravention of this, the application will be deemed invalid
and the application money will be refunded and no interest
will be paid thereon.

All communication in connection with application for the
shares, including any change in address of the shareholders
should be addressed to the Registrars to the Issue quoting the
name of the first/sole applicant shareholder, folio number and
CAF number.

Split Forms cannot be re-split.

Only the person or persons to whom shares have been offered
and not renouncee(s) shall be entitled to obtain Split Forms.

the same order and as per the specimen signature(s) recoided As per section 109A of the Act, the sole applicant / joint

with the Company. Further, in case of joint applicants who

applicants may nominate, in the prescribed manner, a person

are renouncees, the number of applicants should not exceed to whom his share in the Company shall vest in the event of

three.

In case of joint applicants, reference, if any, will be made in
the first applicants’ name and all communication will be
addressed to the first applicant at the address given in the
CAF.

Application(s) received from Non-Residents/NRIs or persons
of Indian origin residing abroad for allotment of Equity Shares
shall, inter alia, be subject to conditions, as may be imposed
from time to time by the RBI under FEMA in the matter of
refund of application money, allotment of Equity Shares,
subsequent issue and allotment of Equity Shares, dividend,
interest, export of Equity Share certificates, etc. In case a
Non-resident or NRI shareholder has specific approval from
the RBI, in connection with his shareholding, he should encloi,g
a copy of such approval with the CAF. )

Bank Account Details: It is mandatory for the applicant

to mention the applicant’'s savings bank/current account
number and the name of the bank with whom such
account is held in the space provided in the CAF, to
enable the Registrars to the Issue, to print the said details
in the refund orders after the name of the payees. Such

19.
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his death.

Only one nomination would be applicable for one folio.
Hence, in case the Shareholder(s) have already registered
the nomination with the Company, no further
nomination need to be made for Equity Shares to be
allotted in this Issue under the same folio.

In case the allotment of Equity Shares is in a demateralised
form, there is no need to make a separate nomination for the
Equity Shares to be allotted in this Issue. Nominations
registered with respective depository participant of the
Applicant would prevail. If the Applicant requires to change
the nomination, they are requested to inform their respective
depository participant.

Applicants must write their CAF number at the back of the
cheque/demand draft.

Only one mode of payment per application should be used.
The payment must be either in cheque/demand draft drawn
on any of the banks, including a co-operative bank, which is

situated at and is a member or a sub-member of the Bankers
Clearing House located at the centre indicated on the reverse
of the CAF where the application is to be submitted.
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20. A separate cheque/draft must accompany each CAF. even if the original equity shares of the Company are not
Outstation cheques/demand drafts or post dated cheques anddematerialized.

postal/money orders will not be accepted and application§ applicants must necessarily fill in the details (including the
accompanied by such cheques/ demand drafts/ money Orders yoneficiary account number or client ID number) appearing in

or postal orders will be rejected. The Registrars will not accept o cAF under the heading ‘Request for Shares in Electronic
payment against application if made in cash. (For payment Form.
against application in cash please refer point 13 above). ) ) ) ]
(vi) Equity Share/Warrants allotted to an applicant in the electronic
OPTION TO RECEIVE THE RIGHT EQUITY SHARES IN account form will be credited directly to the applicant’s
DEMATERIALISED FORM

respective beneficiary account(s) with DP.
The Equity Shares of BFL have been under compulsorifyiy appiicants should ensure that the names of the applicants
dematerialised trading for all investors, by SEBI, with effect from and the order in which they appear in the CAF should be the

November 19, 1999. Hence, the equity shareholders who wish {0 ;e og registered with the Applicant's Depository Participant.
trade on the stock exchanges are advised to opt for receiving these ) ) )
Equity Shares in dematerialised form. (viii Non-transferable allotment advice/refund orders will be directly

sent to the applicant by the Registrars to this Issue.

BFL has depository arrangements with NSDL and CDSL for issue

and holding of the equity shares in dematerialised form. In ti}§) If incomplete/incorrect details are given under the heading
context: ‘Request for Shares in Electronic Form’ in the CAF, the

. . . ) application will be deemed to be invalid.
() Bipartite agreements have been signed dated January 01, 2004

between the Company and CDSL and dated May 05, 2064 The applicant is responsible for the correctness of their
between BFL and NSDL, whereby direct connectivity has Pbeneficiary account details given in the CAF vis-a-vis those
been established for the in-house Secretarial Department. With their DP. In case the information is incorrect or

Securities of the Company are transferred in-house by the insufficient, the Issuer would not be liable for losses, if any.

Secretarial Department of the Company. The Company Ha§ Renouncees can also exercise the option to receive Equity
applied to NSDL and CDSL for approval to admit the  Shares in the demat form by indicating in the relevant block
Detachable Warrants and resultant Equity Shares offered in and providing the necessary details about their beneficiary
terms of this Letter of Offer into their depository systems account.
for t.radlng and completlon. of other formalities. Further th%]ig It may be noted that Equity Share arising out of this Issue
Registrars to the Issue, Intime Spectrum shall be responsi ; . . . .
- . . can be received in demat form even if the existing Equity
to take requisite steps for completion of the Corporate Action

laid down by the depositories and uploading of the allotment Shares are held in physical form. Nonetheless, it should be
) . y pos p 9 ensured that the DP Account is in the name of the applicant(s)
files with the depositories.

in the same order as per specimen signatures appearing in the
(i) Applicants opting to receive allotment in Demated form must records of the DP/Company.

have at least one beneficiary account with any of the.. . .
Depository Participants (DPs) of NSDL or CDSL prior t Xiii) It may be noted that shares in electronic form can be traded

making the application only on the Stock Exchanges having electronic connectivity
ng ppiication. with NSDL or CDSL.

v) Dividend or other benefits with respect to the shares held in
dematerialised form would be paid to those equity

shareholders whose names appear in the list of beneficial
owners given by the DP to BFL as on the date of the Book
Closure.

(i) For those Equity Shareholders who do not hold a Benefici
Account(s) may open a Beneficiary Account with any D
(care should be taken that the Beneficiary Account should
carry the name of the holder in the same manner as is exhibited
in the records of the Company. In case of joint holding, the
Beneficiary Account should be opened carrying the names of
the holders in the same order as with the Company). In cd8&/ESTORS MAY PLEASE NOTE THAT THE EQUITY
of investors having various folios in the Company wittSHARES OF THE COMPANY CAN BE TRADED ON THE
different joint-holders, the investors will have to open separatd OCK EXCHANGES ONLY IN DEMATERIALIZED FORM.

accounts for such holdings. LAST DATE FOR SUBMISSION OF COMPOSITE
(iv) For Equity Shareholders already holding equity shares of thEPLICATION FORM

Company in dematerialized form as on the date of the Bopke |ast date for receipt of the CAF, by the Banker to the Issue
Closure, the beneficial account number shall be printed on fejts Collecting Branches, together with the amount payable, is
CAF. For those who open accounts later or those who chagggor before the close of banking hours, on September 10, 2004.
their accounts and wish to receive their rights Equity Shargsihe CAF together with the amount payable is not received by

by way of credit to such account, the necessary details g panker to the Issue at its Collection Branches on or before the
their beneficiary account should be filled in space provided #lose of banking hours on or before September 10, 2004, the offer
the CAF. It may be noted that the allotment of securitiegntained in this Letter of Offer shall be deemed to have been
arising out of this issue may be made in dematerialized fodBclined, and the Board shall utilise this entitlement for allotting
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the Equity Shares as mentioned below under the heading “Basi®oimbai, Pune Stock Exchange and National Stock Exchange.
Allotment” on page 30 of this Letter of Offer. The Company shall retain no oversubscription.

BASIS OF ALLOTMENT DISPOSAL OF APPLICATION AND APPLICATION MONEY

The Dbasis of allotment shall be finalised by the Board if,e goard reserves the right to reject applications in case the

consultation with BSE, which is the Designated Stock EXChaD%plication concerned is not made in terms of this Letter of Offer.

The Board will proceed to allot the Equity Share in the following, case an application is rejected in full the whole of the application

order of priority: money received will be refunded to the first named applicant and

1. Full allotment to the Equity Shareholders who have applig¢here an application is rejected in part, the excess application
for their nghts Entitlement either in full or in part and als@noney will be refunded to the first named app”cant within 6
to the renouncees who have applied in full or in part for theeks from the date of closure of the subscription list in accordance
Equity Share renounced in their favour. with Section 73 of the Act. If there is delay of refund of application

2. Allotment to the shareholders who are eligible for fractionatoney by more than 8 days after the Company becomes liable to
entittement and whose fractional entitlement shall be roundeay (i.e. forty-two days after the closure of Issue), the Company
up to the next higher integer. The additional shares requinedl pay interest for the delayed period at the rate prescribed
to accommodate such rounding off will be first adjusted ouhder sub-section (2) and (2A) of Section 73 of the Act.

of the unsubscribed portion and then from the rightg,o ypscription monies received in respect of this Issue will be
entittement of promoter group. kept in a separate bank account and the Company will not have
3. To the Equity Shareholders who having applied for their fullccess to nor appropriate the funds until it has satisfied the Stock
Rights Entitlement of Equity Share, have applied for additionglxchange with suitable documentary evidence that minimum

Equity Shares, provided there is surplus after making fullibscription of 90% of the application money for the Issue has
allotment under 1 and 2 above. The allotment of sugjaen received.

additional Equity Shares shall be made as far as possible,\?n knowled t will be i d for th licati .
equitable basis with reference to number of Equity Share§ acknowleagment will be ssued for the application monies

held on July 27, 2004 (date of the Book Closure), within th] Cfi"’e"' “by che gompﬁny- /nge."f“ thet B;}”kﬁrs to the Issue
overall size of Rights Issue at the sole and absolute discret n'ts_collection branches egistrars 1o the Issue receiving

of the Board of Directors or Committee thereof in consultatidRe CA'.: as appllcable. as per the terms.of this Le“ef of
with BSE. ffer, will acknowledge its receipt by stamping and returning

i . the acknowledgment slip at the bottom of each CAFExcept
4. Allotment to renouncees who having applied for all the EQUIRY: the reasons stated undeBROUNDS FOR TECHNICAL
Share renounced in, their favogr have applied er. additiorﬁlEJECTIONS” on page 27 of this Letter of Offer and subject to
Equity Shares, provided there is a surplus remaining after, Ly application, acknowledgement of receipt of application money
2 and 3 above. given by the collection agent shall be valid and binding on issuer

5. Equity Shares remaining unsubscribed after making fighd other persons connected with the Issue.
allotments under 1, 2, 3 and 4 above, shall be disposed of li}
the Board in manner as it in its sole discretion deems fit aﬁ )LOTMENT / REFUND
the decision of the Board in this regard shall be final arfchuity Share certificates / Letters of Allotment or Letter(s) of
binding. Regret together with refund orders exceeding Rs 1,500/-, if any,

S ill be dispatched by registered post/speed post at the soleffirst
After taking into account the full allotment under (1), (2) (3) andf med applicant's address within 42 days from the date of the

(4) above, if there is any unsubscribed portion, the Rights Issl ising of the subscription list. Refund orders upto Rs 1,500/-

shall be deemed to be “unsubscribed” for the purpose of regulat? > - " )
3(1)(b) of the Securities and Exchange Board of India (SubstanW be dlspatched. under the Certlflpate of Posting. Adequate funds
be made available to the Registrars for the purpose.

Acquisition of Shares and Takeover) Regulations, 1997. THE
undersubscribed portion shall be applied for only after the cloEbe Company shall ensue that at par facility is provided for
of the issue. The promoters or any other person shall subscribenoashment of refund orders/pay orders at the places where
such undersubscribed portion as per the relevant provisions of applications are accepted.

law. If any person presently in control of the Company desires|{p case of those shareholders who have opted to receive their
subscribe to such undersubscribed portion and if disclosure is m t Entitlement Shares in dematerialised form by using electronic

pursuaqt to SEBI (Substantial Acquisition of Shares angl Takeove,r dit under the depository system, an advice regarding the credit
Rggulatlons, 1997, such aIIotmgn} of the undersubscribed por.t@n[he Equity Shares shall be given separately.

will be governed by the provisions of the SEBI (Substantial ) ) o

Acquisition of Shares and Takeover) Regulations, 1997 and Claffs§Uch money is not repaid within 8 days from the day the

40A of the Listing Agreement. In any event of undersubscriptioff®™Pany becomes liable to pay it, the Company shall pay that

)

the allotment shall be made in terms of (5) above. money with interest as stipulated under Section 73 of the Act.

The Company expects to complete the allotment of Equity Sh&gfunds will be made by cheques or pay orders drawn on the
within a period of 42 days from the date of closure of the IssR@NK(S) appointed by the Company as refund bankers. Such
in accordance with the listing agreement with the Stock Exchan{jitruments will be payable at par at the places where applications
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are accepted. Bank charges, if any, for encashing such chequeSTATEMENT OF TAX BENEFITS
pay orders will be borne by the applicants.

We hereby report that the enclosed annexure states the possible
Allotment of Equity Shares to non-residents and the issue of letters benefits available to Bharat Forge Limited (the “Company”)
of allotment/share certificates to non-residents shall be subjectata its shareholders under the current direct tax laws as proposed
the approval received from RBI, as mentioned on page 27 of ttusbe amended by the Finance (No. 2) Bill, 2004. Several of these
Letter of Offer. benefits are dependent on the Company or its shareholders fulfilling
will be made él%)e conditions prescribed under the relevant tax laws. Hence, the
ability of the Company or its shareholders to derive the tax benefits
o ) ) is dependent upon fulfilling such conditions, which based on
1. Where applications are accompanied by Indian Rupee Draftginess imperatives the Company faces in the future, the Company

purchased abroad and payable at Mumbai, India, refunds Wilky or may not choose to fulfill. The benefits discussed below
be made in convertible foreign exchange equivalent to Indigis not exhaustive.

Rupees to be refunded. Indian Rupees will be converted into, . . . . .
foreign exchange at the rate of exchange, which is prevaiIiEB'S statement is only intended to provide general information to

on the date of refund. The exchange rate risk on such requ&% investors and is neither designed nor intended to be a substitute

shall be borne by the concerned applicant and the Compgﬂ&professional tax advice. In view of the individual nature of the
shall not bear any part of the risk. tax consequences and the changing tax laws, each investor is advised

o ] to consult his or her own tax consultant with respect to the
2. Where the applications made are accompanied by NRE/FCNBLcific tax implications arising out of their participation in the
NRO cheques, refunds will be credited to NRE/FCNR/NRQg e

accounts respectively, on which such cheques are drawn and . .
details of which are provided in the CAF. We do not express any opinion or provide any assurance as to

whether :

For Non-Resident Applicants, refunds, if any,
under:

Interest in Case of Delay in Despatch of Allotment Letters/

Refund Orders in Case of Public Issues e the Company or its shareholders will continue to obtain these

i ~ benefits in future; or
The Company agrees that as far as possible allotment of securities

offered to the public shall be made within 30 days of the clostre
of public issue. The company further agrees that it shall pay
interest @15% per annum if the allotment letters / refund orddree contents of this annexure are based on information,

have not been despatched to the applicants within 30 days frexplanations and representations obtained from the Company and
the date of the closure of the issue. However applications received the basis of our understanding of the business activities and
after the closure of issue in fulfillment of underwriting obligationsperations of the Company and the interpretation of current tax

to meet the minimum subscription requirement, shall not be entitless as proposed to be amended by the Finance (No. 2) Bill,

for the said interest. 2004.

Letters of Allotment / Equity Share certificates FOR KUNTE & VAIDYA,

Letters of Allotment/ Equity Share certificates or Letters of RegreHARTERED ACCOUNTANTS,
will be dispatched to the registered address of the first nal
applicant or respective beneficiary accounts will be credited witl %%NJAY' S. VAIDYA]

six weeks, from the date of closure of the subscription list. RARTNER

case the Company issues Letters of Allotment, the relative Equiy NO. 31963

Share certificates will be dispatched within three months from tBgyce - pune

date of allotment. Allottees are requested to preserve such Letfgss, - 12th July 2004

of Allotment (if any) to be exchanged later for Equity Share

certificates. Export of Letters of Allotment (if any)/ Equity SharaNNEXURE TO THE STATEMENT OF TAX BENEFITS
certificates to non-resident allottees will be subject to the approxeltl TO THE COMPANY

of RBI.

TAX BENEFITS _ _ _ _
. .. 1. The Company is entitled to a deduction under section
The Company has been advised by M/s Kunte & Vaidya, 35(1)(iv) . w. s. 35(2) of the Income Tax Act, 1961, of the
Chartered Accountants vide their certificate dated July 12, 2004 in  gniire amount of the capital expenditure (other than land)
connection with the proposed Rights Issue that under the current jneyrred on scientific research related to the business carried

provisions of the Income-tax Act, 1961(IT Act) and other applicable o py the Company, in the year in which such expenditure is
tax laws, for the time being in force, the following tax benefits and  jncurred.

deductions, will,inter alia, be available, subject to the fulfillment

of the respective requirements of the relevant provisions. Howe\/?er,
all shareholders are advised to consult their own tax advisors as to
the tax implications on investment in their individual case. 3. The Company is eligible under section 35D of the Income

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

Under the Income Tax Act, 1961

The Company will be eligible to depreciation at 80% of cost
of Windmill as per the provisions of Income Tax Act, 1961.
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4.1

4.2

Tax Act, 1961 to a deduction equal to one-fifth of certai8.
specified expenditure, including specified expenditure incurred
in connection with the issue for the extension of the industrial
undertaking, for period of five successive years subject to the
limits provided and the conditions specified under the said
section.

In accordance with the provisions of Section 10(38) [as
proposed to be inserted by the Finance (No. 2) Bill, 2004
w.e.f. Assessment Year 2005-06], the long-term capital gains
arising on the transfer of securities in a transaction enteréd
into in a recognized stock exchange in India on or after the
date on which Chapter VII of the Finance (No. 2) Act, 2004
comes into force, shall be exempt from income tax.

The long-term capital gains accruing to the company otherwise
than as mentioned in 4.1 above, shall be chargeable to tax in
accordance with and subject to the provisions of Section 112
of the Income tax Act, 1961 as follows :

- If long term capital gain is computed with indexatior?-
@20% (plus applicable surcharge and education cess)

- In the case of certain listed shares, securities and units,
in a transaction not entered into in a recognized stock
exchange, if long term capital gain is computed without
indexation @ 10% (plus applicable surcharge and
education cess)

The short-term capital gains accruing to the company, from

If the shares of the company are sold by the members, after
holding them for a period of less than 12 months, in a

transaction entered into in a recognized stock exchange in
India on or after the date on which Chapter VII of the Finance

(No. 2) Act, 2004 comes into force, the gain, if any, shall be

chargeable to tax @ 10% [plus applicable surcharge and
education cess] as per the provisions of Section 111A
[proposed to be inserted by the Finance (No. 2) Bill, 2004

w.e.f. Assessment Year 2005-06].

The long-term capital gains accruing to the members of the
company from the transfer of the shares of the company,
otherwise than as mentioned in point 2 above, shall be charged
to tax after deducting the indexed cost of acquisition at 20%
(plus applicable surcharge and education cess) or without the
benefits of indexation at @ 10% (plus applicable surcharge
and education cess) as per the provisions of Section 112 of
the Income Tax Act, 1961.

Long Term Capital Gains on sale of shares of the Company
by the members shall be exempt from income tax if such
gains are invested in bonds / equity shares specified in Section
54EC or Section 54ED respectively subject to the fulfillment
of the conditions specified in those sections. In the case of
individual or HUF members, Long Term Capital Gains on
sale of shares of the Company shall be exempt from Income
tax u/s. 54F subject to the fulfillment of the conditions
specified therein.

the transfer of a short-term capital asset, being securities, iygder Wealth Tax Act, 1957

transaction entered into in a recognized stock exchange in
India, on or after the date on which Chapter VII of the
Finance (No. 2) Act, 2004 comes into force, shall be
chargeable to tax at the rate of 10% [plus applicable surcharge
and education cess] as per the provisions of Section 111A

As shares or securities are not included in the definition of
‘asset’ u/s. 2(ea) of the Wealth Tax Act, 1957, total exemption
from wealth tax will be available on investments in shares of
the Company.

[proposed to be inserted by the Finance [No. 2] Bill, 2008. TO THE NON-RESIDENT INDIAN MEMBERS OF THE

w.e.f. Assessment Year 2005- 06].

COMPANY

The Company is eligible to claim exemption in respect of tddnder Income Tax Act, 1961

on long term capital gains u/s. 54EC and 54ED if the amoupt
of capital gains is invested in certain specified bonds /
securities subject to the fulfillment of the conditions specified
in those sections.

The Company is eligible to exemption under section 10(34)
in respect of income by way of dividend received from other
Domestic Companies.

B. TO THE RESIDENT MEMBERS OF THE COMPANY

Under the Income Tax Act, 1961

1.

2.

Members will be entitled to exemption, under section 10(34)
of the Income Tax Act, 1961, in respect of the income by
way of dividend received from the Company.

If the shares of the company are sold by its members, after
being held for more than 12 months, in a transaction entered
into in a recognized stock exchange in India on or after the
date on which Chapter VII of the Finance (No. 2) Act, 2004

comes into force, the gain, if any, would be exempt from tax

as per the provisions of Section 10(38) [proposed to be
inserted by the Finance (No.2) Bill 2004 w.e.f. Assessment
Year 2005-06].
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If the shares of the company are sold by its members, after
being held for more than 12 months, in a transaction entered
into in a recognized stock exchange in India on or after the
date on which Chapter VII of the Finance (No. 2) Act, 2004

comes into force, the gain, if any, would be exempt from tax

as per the provisions of Section 10(38) [proposed to be
inserted by the Finance (No.2) Bill 2004 w.e.f. Assessment
Year 2005-06].

If the shares of the company are sold by the members, after
holding them for a period of less than 12 months, in a

transaction entered into in a recognized stock exchange in
India on or after the date on which Chapter VII of the Finance

(No. 2) Act, 2004 comes into force, the gain, if any, shall be

chargeable to tax @ 10% [plus applicable surcharge and
education cess] as per the provisions of Section 111A
[proposed to be inserted by the Finance (No. 2) Bill, 2004

w.e.f. Assessment Year 2005-06].

As per the provisions of Section 115D and Section 115E of
the Income Tax Act, 1961 investment in shares of the
Company being specified asset, the long term capital gain
computed in accordance with the provisions of the Act, arising
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on the transfer of such shares (otherwise than as mentioned
in 1 above) in the Company acquired in convertible foreign
exchange by a Non-Resident Indian, as defined in Section
115C(e), will be charged to Income Tax @ 10% (plus
applicable surcharge and education cess). 4

Under section 115F of the Income Tax Act, 1961 the Long
Term Capital gain as referred to in 3 above shall be exempted
from income tax entirely / proportionately subject to the
fulfillment of the conditions specified in Section 115F if the
member (i.e. Non Resident Indian as defined in Section
115C(e)) invests all or a portion of the net consideration in
specified assets as defined in section 115C (f) of the Income
Tax Act, 1961 within 6 months of the date of transfer. The
amount so exempted shall, however, be chargeable to tax as
long term capital gains under the provisions of section 115F@)
if the specified assets are transferred or converted in to money
within three years from the date of acquisition thereof as
specified in the said section.

As per the provision of section 115-1 of the Act, when a
Non Resident Indian, elects not to be governed by the

Short Term Capital Gain arising from the transfer of shares
(otherwise than as mentioned in 2 above) held in the Company
for a period of less than 12 months will be taxable @ 30%
(plus applicable surcharge and education cess).

Under Section 115AD(1)(b)(iii) of the Act, Income by way
of Long Term Capital Gain arising from the transfer of shares
(otherwise than as mentioned in 1 above) held in the Company
will be taxable @ 10% (plus applicable surcharge and education
cess). It is to be noted here that the benefits of indexation
and foreign currency fluctuation protection as provided by
Section 48 of the Act are not available to Foreign Institutional
Investors.

Income by way of dividend received on shares of the
Company is exempt u/s. 10(34) of the Income Tax Act, 1961.
Where any Double Taxation Avoidance Agreement [DTA]
entered into by India with any other country provides for a
concessional tax rate or exemption in respect of income from
the investment in the company’s shares, those beneficial
provisions shall prevail over the provisions of the Income
Tax Act, 1961 in that regard.

provision of Chapter XlI-A of the Income Tax Act, 1961E. TO FOREIGN COMPANY

then his / her total income shall be computed and chargedin
accordance with other provisions of the Act.

Non resident shareholders will be entitled to exemption, under
section 10(34) of the Income Tax Act, 1961, in respect of the
income by way of dividend received from the Company.

Where any Double Taxation Avoidance Agreement [DTA]

entered into by India with any other country provides for a
concessional tax rate or exemption in respect of income frgg]
the investment in the company’s shares, those beneficfal
provisions shall prevail over the provisions of the Income
Tax Act, 1961 in that regard.

Under Wealth Tax Act, 1957

As shares or securities are not included in the definition of
‘asset’ u/s. 2(ea) of the Wealth Tax Act, 1957, total exemption
from wealth tax will be available on investments in shares of
the Company.

3.

D. TO FOREIGN INSTITUTIONAL INVESTORS

1.

If the shares of the company are sold by its members, after
being held for more than 12 months, in a transaction entergd
into in a recognized stock exchange in India on or after the
date on which Chapter VII of the Finance (No. 2) Act, 2004

comes into force, the gain, if any, would be exempt from tax

as per the provisions of Section 10(38) [proposed to ke
inserted by the Finance (No.2) Bill 2004 w.e.f. Assessment
Year 2005-06].

If the shares of the company are sold by the members, after
holding them for a period of less than 12 months, in a

transaction entered into in a recognized stock exchange in
India on or after the date on which Chapter VII of the Finange

(No. 2) Act, 2004 comes into force, the gain, if any, shall be

chargeable to tax @ 10% [plus applicable surcharge and
education cess] as per the provisions of Section 111A
[proposed to be inserted by the Finance (No. 2) Bill, 2004

w.e.f. Assessment Year 2005-06].

Under Section 115AD(1)(b)(ii) of the Act, Income by way of
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If the shares of the company are sold by its members, after
being held for more than 12 months, in a transaction entered
into in a recognized stock exchange in India on or after the
date on which Chapter VII of the Finance (No. 2) Act, 2004
comes into force, the gain, if any, would be exempt from tax
as per the provisions of Section 10(38) [proposed to be
inserted by the Finance (No.2) Bill 2004 w.e.f. Assessment
Year 2005-06].

If the shares of the company are sold by the members, after
holding them for a period of less than 12 months, in a
transaction entered into in a recognized stock exchange in
India on or after the date on which Chapter VIl of the Finance
(No. 2) Act, 2004 comes into force, the gain, if any, shall be
chargeable to tax @ 10% [plus applicable surcharge and
education cess] as per the provisions of Section 111A
[proposed to be inserted by the Finance (No. 2) Bill, 2004
w.e.f. Assessment Year 2005-06].

Income by way of dividend declared by the Company is
exempt from tax by virtue of provision of section 10(34) of
the Income Tax Act, 1961.

Income by way of long term capital gain accrued otherwise
than as mentioned in 1 above, will be taxed at concessional
rate of 20% (plus applicable surcharge and education cess) as
provided in Section 112(1)(c) of the Income Tax Act, 1961.
Where any Double Taxation Avoidance Agreement [DTA]
entered into by India with any other country provides for a
concessional tax rate or exemption in respect of income from
the investment in the company’s shares, those beneficial
provisions shall prevail over the provisions of the Income
Tax Act, 1961 in that regard.

TO MUTUAL FUNDS

As per the provisions of Section 10(23D) of the Act, any
income of Mutual Funds registered under the Securities and
Exchange Board of India Act, 1992 or Regulations made
thereunder, Mutual Funds set up by public sector banks or
public financial institutions and Mutual Funds authorised by
the Reserve Bank of India would be exempt from income tax.



OBJECTS OF THE ISSUE Setting up Testing and Validation facilities ............. 120.00

. at Mundhwa
The net proceeds from the present Issue will be used to create

infrastructure for our growth to enable us to consolidate ofther supporting Capital Expenditure,
position in the existing markets and to make in-roads into né&fntingencies and Issue expenses

markets. Interest & Other Pre-Operative Expenses .............. 14.80
We intend to use the net proceeds of the present Issue for @9atingencies and cost escalations at 5% .............. 165.00
following purposes: Issue Expenses 30.00
n Setting up additional Capacities at Mundhwa: L0 = | T 209.80

- Expansion Of our forging Capacities; TOtal .......................................................................... 3,50000

- Setting up new machining facilities; and The above capital expenditure will result in enhancement of

. . . existing capacities as follows;
- Other supporting capital expenditure for the above;
. . . - Facility at Mundhwa ~ Present Expansion to Expansion to Btal excepted

* Upgrading and enhancing our forging facilities at Mundhwa annual annual capacity  annual capacity annual capacity

_ Setting up Testing and Validation facilities capacity funded through  through proposed post expansion

Internal Accruals  Project

As regards working c_ap_ltal in respect o_f the_prole_ct, we W|sh_§ge| Forging 102,966 MT 17,034 MT 80,000 MT 200,000 MT
state that we have existing banking relationships with a Consortlehed Machined 245,000 Nos. Nil 200,000 Nos. 445,000 Nos

of eleven banks and have a sanctioned fund based limit -Qf cpait ar

Rs. 2,050 million, which is adequate to meet our existingndhwa Pune

requ_lrements' AS_ a matter _Of praCtl_Ce' we submit arld WOHU IIf#addition the Company has capacity to machine crankshafts at Chakan as well as capacity to machine Front
continue to submit the Credit Monitoring Arrangement (“CMA”xie Assembly & components both at Mundhwa as well as Chakan. However, the same would not be affected
data giving the detailed assessment of working capital on an anriu#k project as no expansion is proposed at Chakan.

basis. In this manner we will tie up the annual limit, including therhe steel forging capacity in tonnage is at the present product mix using the average component weight.
enhancement needed to meet the working capital needs arising1Qi¥ ahove requirements of funds are proposed to be met as follows:
of the implementation of the Project on a regular basis. We do not

foresee any difficulty whatsoever in doing so. Activity Funds Required
(Rs. million)

The expenses of the Rights Issue will be met out of proceeds—of -
the Rights Issue. The expenses of this Issue include lead manaddidgeeds from Rights Issue

fees, printing and distribution expenses, legal fees, statut@®guity SHAres .........ccccccevieeiieiiiiiieeceecee e 1,054.69
adVﬁrtlsement expensis anq_hllstlng Ifees payabk?c tr? tklle Stﬁ%{?rams (assuming full exercise, at minimum

exchanges amongst o.t ers. The tota _EXpenses o .t N ssueﬂc?&e price of Rs. 1,200 per warrant) ............ccceevenee 1,130.03
estimated to be approximately Rs. 30 million, which will be funde ] ) .

out of proceeds of this Issue. Supplier’s credit/buyer’s credit/Debt ...........cccecvrnns 1,315.28
The main Objects clause of the Memorandum of Association -B?tal ............................................................................. 3,50000

the Company enables us to undertake our existing activities a@uflstated above, we intend to fund our requirements for the project
the activities for which the funds are being raised by us, througfiough a combination of proceeds of this Issue and supplier’s /
the present Issue. buyer's credit. Supplier’s credit refers to the line of credit, for a

Requirements and Utilisation of Funds tenure ranging upto 360 days, provided by our equipment suppliers
to finance the transaction for purchase of machinery by us. Buyer’s

Activity Use of .fL.mdS credit refers to the line of credit, for a tenure upto 360 days,
(Rs. Million) provided by our Bankers to finance the transaction for purchase
Setting up additional capacities of machinery by us. It is also possible to roll over this credit
Expansion of our forging capacities at Mundhwa subject to maximum tenor of 3 years. We have received sanctions
Building and Civil WOrK ..........ccccooveeviiiiniiennenn, 100.000or Letter of Credit facility from various banks aggregating
Plant & Machinery .........ccccoooveiniiiniieiie e 1,144.®s. 2,255 million for import of plant and machinery and equipments
Other supporting Capital Expenditure ............... 143.56hder the Project. Under the said facility, we will be availing
TOE e T387.50 BuyersiSuppliers credit for the durations mentioned above from
] o - — time to time, of which the Supplier’s / Buyer’s credit aggregating
Setting up new machining facilities at Mundhwa Rs. 1,315.28 million has been considered in the table above. Of
Building and CTIVI| WOTK .. 160.0Qhe Supplier’s / Buyer’s credit aggregating Rs. 1,315.28 million, we
Plant & Mach}nery ..... B TP PP 1,550.00¢ in the process of utilizing limits upto Rs. 933 million.
Other supporting Capital Expenditure ............... 72.7Rqditionally, we have received facility sanction letters from Bank
TOAl e 1,782.70 of India and Bank of Baroda for External Commercial Borrowing
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(“ECB”) both dated July 23, 2004 aggregating USD 30 million forear-wise break-up of Fund requirement
our proposed project. The salient terms of the ECB are as followfy yequirement of funds as estimated by the Management over

Particulars Bank of Baroda Bank of India the next two years is as follows:
Amount USD 15 million USD 15 million Rs. in million
Tenure Byears from the date Average maturity above 5 years

of first disbursement Upto July 2004 Apr. 2005
Repayment In 2qual installments 5 equal installments, firstsuch ~ Use (As per the date 30th June tdMarch to March

at the end of 3rd, 4th installment commencing 3 years of incurring expenses) 2004 2005 2006 atal

and 5th year from the from the date of first disbursement

date of first disbursement Setting up Additional
Security First pari passu charge by Pari passu charge on gross b|00k@épacities

way of a mortgage and the Company with a minimum asseEXpanSion of our forging 305.76 1.081.74 - 1.387.50

hypothecation on fixed assets ~ coverage of 1.5 times of the loan o ! ' ’ ’

of the Company amount to be maintained at all capacities at Mundhwa

times. Setting up new machining  245.20 1,127.03 410.47 1,782.70

Interest émonths USD LIBOR + 3nonths USD LIBOR +280bps  f54ilities at Mundhwa

190 bps

P Other supporting Capital - 119.80 90.00 209.80

The Warrants can be exercised at any time between 12 toE@(ﬂJenditure, contingencies

months from Date of Allotment. In the unlikely event of anynq ssue expenses

shortfall in the proceeds to be raised upon conversion of the, . .

warrants, we would utilise internal accruals to fund the same. ‘gglt.téng. upre.sly.ng and 26.96 93.04 - 120.00
per the Statement of Cash flow, for the fiscal 2003 and fis q'd?t'on acilities at
2004, our net cash flow from operating activities were Rs. 1,675@5” wa
million and Rs. 2,229.51 million, respectively. For details of thEotal 577.92 2,421.61 500.47 3,500.00

cash flow statement, please refer “Auditors Report” sectiofihe estimated cost of all the imported items (including duties) for
Alternatively, we may utilize need based debt financing througly facilities at present is approximately Rs. 2,000 million, which

External Commercial Borrowing as mentioned above. is 57% of the cost of total capital expenditure proposed over the
The Company has made firm arrangements of finance throutgxt two financial years.

verifiable means as explained above in the immediately precedifigs apove fund requirement is based on our current business plan.
two paragraphs towards 75% of the stated means of finangg.iew of the highly competitive and dynamic nature of the
excluding the proceeds of this rights issue. industry in which we operate, we may have to revise our business
As of June 30, 2004, we had incurred Rs. 577.92 million fan from time to time and consequently our fund requirement
expenses including advances for the above activities. Ty also change. This may include rescheduling of our capital
expenditure has been presently funded through our internal accrigdgenditure programmes and increase or decrease in the capital
We intend to utilise the Issue proceeds for replenishing the inter@xpenditure for a particular purpose vis-a-vis current plans at the
accruals to the extent of expenditure already incurred towards @igcretion of the Management. The project has been solely
above activities. formulated by the management and has not been appraised

Pending the deployment of funds towards the various objects'%qependently by any agency nor is there any institutional exposure
in the same.

the Issue, the funds would be deployed either towards tempor'gry
reduction in utilization of short term working capital facilities an®roposed schedule of implementation

/-or in liquid instruments such as Bank Deposits, Units, GILAcyity Date of completion
edged securities and other ‘AAA’ rated interest bearing securities— -

as may be approved by the Board of Directors or a Commitfedilding for expansion of

thereof. Such transactions would be at the prevailing commerd/#chining facilities......................... By September 2004
rates at the time of investment. Should the Company utililise tBetting up of testing and

funds towards temporary reduction in utilization of short terwalidation facilities............................ By December 2004
working capital facilities, the Company undertakes that it WOU@etting up of machining
ensure consistent and timely availability of the rights issue mongV.ijities — Line | By December 2004

so temporarily deposited in the working capital facilities to timel

meet the fund requirement of the project. C%ompletion of expansion in

phases of forging facilities............... By March 2005
Setting up of machining facilities —

Line Il By March 2005
Setting up of machining facilities —

Line Moo, By September 2005

*This schedule of implementation is tentatared is subject to change depending
upon receipt of all necessary approvals and business dynamics.
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The summary of the Present Status of the Project and the expected date of Commencement of Production is as follows:

Sr. No. Particulars Present Status Commencement Estimated Commencement
of Trial Period Trial Period of Commercial
Production
1 Land Acquisition Not Required Not Required
2 Building
Machining Capacity Expansion = Commenced September - 2004 - -
Forging Facility Expansion Building Plans November - 2004 - -

being Finalised
3 Machinery
For Expansion of
Machining Facility

Line | Orders Completed December - 2004 Bays January - 2005

Line Il * Orders expected March — 2005 30 Days April - 2005
to be raised in July 04

Line 1l * Orders expected to be September - 2005  [Riys October - 2005

raised in December 04
For Expansion of Forging Facility

5,000 Ton Press Line ** Orders for basic October - 2004 Dey's December - 2004
equipment placed

5,500 Ton Press Line ** Orders for basic December - 2004 D&@s February - 2005
equipment placed

12,500 Ton Press Line ** Orders for basic March - 2005 OBdy's May - 2005
equipment placed

4 Testing & Validation Orders are being raised  December - 2004 D&0s This facility will be

progressively in order available from
to meet project time line January, 2005

*

For both Line Il & Line Il the process of machine identification is already completed, only the ordering has been deferred

*

*  Orders for related Capital Expenditure in form of Die Shop equipment, Heat Treatment equipment & Processing Capacity @echbeiently released in a manner that
will match the schedule of the installation of the Basic Equipment & meet the project timeline.

Details of the Requirement of Funds
Setting up Additional capacities

We currently have manufacturing facilities at Mundhwa, Chakan and Satara. For details of our present capacity please refer “Our
Business” Section.

We envisage growth potential on the export front. To meet this potential we are planning to add to our existing capaatiies in b
forging as well as machining. Our scaling up exercise is a proactive investment to prepare ourselves to meet the growmgajhgpal
opportunities. Our forging capacity utilization during the fiscal year 2004 was 82%. The forging capacity utilization @udogrtér
ended March 2004 was 93% and therefore we believe that there is a distinct need to expand capacity in following areas:

*  Small forgings for passenger cars
e Heavy forgings and
e Heavy duty crankshafts machining

In the passenger car segment we intend to get a significant share of the global engine component business. We currengyobave tw
MT press lines (including one under installation) to cater to this segment. In order to meet the expected demand, wiearty signif
enhancing our small forging capacity by setting up three additional press lines, including one fully automated 5,500 MPprasssfe
line, one semi-automated 5,000 MT press line and one large forging press line with 12,500 MT. These additions will marblé¢han do
our passenger car crankshaft forging capacity to approximately 3 million crankshafts per year and also strengthen ourkkbafty cra
manufacturing facility. We are aggressively targeting these areas within our existing customers and potential customeenéiddnare

of getting orders in the near future.
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We have also identified the Machined Heavy Duty crankshaft market as a very important market for our future growth. ardhis reg
we are exploring several potential customers from whom we expect to receive orders in future. In order to meet this deweadd we i
to increase both, our machining and forging capacity. We propose to set up state of the art machining capacity total|d@Dto 200
machined heavy crankshafts, which will comprise of three fully automatic machining lines having world class quality, pyoaodtivi
cycle time parameters. To meet the forging requirements of the said machining facilities, as mentioned in the above eatanmmegar

to set up a third large forging press line. The machining facilities would comprise of three brand new machining linege Each i
primarily fulfills the objective of converting raw forged crankshaft into fully finished ready to assemble component. Ramgattis

the crankshaft forging has to pass through a series of operations such as centering, milling, hardening, grinding, Bupetdiristch

line would have specialized equipment to carry out the above operations. Each line would also have material handling esestem. Th
lines are then tooled up using appropriate jigs, fixtures and toolings to meet the specific requirements of the produetsufadbered

on the line. These state of the art machining lines are designed to meet the stringent requirements of our clients pnowucts/iof,

quality and precision.

Particulars of Equipment / Plant and Machinery ordered:

Particulars Manufacturer/ Date of Date of New/ Residual
Cost (Rs. in  Supplier placement expected Pre-used Life
million) order supply
Forging Capacity
Expansion
Basic Press Lines
12,500 tonnes Press line, 556.23 Interstate From February  From June 2004 Pesses are For the pre-
5,500 tonnes press line Southwest Ltd., 2004 to March to October 2004 pre-used and used
and 5,000 tonnes press line USA, Eumoco 2004 the remaining equipment,
Make Pressline one is new more than 40
and Kurimoto Ltd., years
Japan
Related equipments
Billet shear, die holder, 260.22 Atlas Copco From March From April 2004 New N.A.
robotic systems, twisting India Ltd., 2004 to to October 2004
press, coining press, Inductotherm India May 2004
hydrojet descaling Pvt.Ltd., ABB Ltd.,
systems, compressors etc. Utcon Engineers
Pvt. Ltd., ARS
Hydrojet Services,
Gerlieva Spruhtechnik
GmbH, etc.
Machining Capacity
Expansion
Machining Line 1 and 581.25 Gudel AG,Toyoda From February From April 2004 New N.A.
partial Line 2 Machine Works Ltd., 2004 to May to November
Journal grinders, pin finish Karl Deutsch, Emag 2004 2004
grinders, induction hardening Maschinen Fabrk
machines, super finish machine, GmbH, Maschine
horizontal machining centre, Fabrk Alfing Kessler,
angular wheel grinder, Komatsu Machinery
gantry system, CNC lathe, Corporation, etc. and
dynamic balance machine etc. various other local
suppliers such as Tal
Manufacturing Solutions
Ltd., Lokesh Machines
Ltd., Proteck Circuits
& Systems Ltd., etc.
Testing and Validation
Electro dynamic testing 22.44 ARM Engineers, From February From April 2004 New N.A.

equipment, electro dynamic
shaker, vibration controller,
component test actuator
system

Unholtz Dickie
Corporation,

2004 to May
2004

toSeptember
2004

Dynamech Cranes

Pvt.

Ltd. etc

(Source: Purchase orders placed by the Company)
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Basis of estimation of cost for machines yet to be ordered: Upto June 30, 2004, we have placed orders for Rs. 1,618.73

The Company has so far procured 8 press lines ranging frBHjion of equipments /_r_nachinery and b“”d"?g- We have ope_ned
2,500 tonnes — 16,000 tonnes capacity. In respect of the propdg&dfor Rs. 1,102.86 million. The Company will open L/Cs for its
project, the Company has already placed orders for the ba%%e_r imported equipments as and when the respective orders are
forging press lines. As such the balance equipment relate to HE&iISed:

treatment, die shop, processing, material handling etc. Since Mwegority of our machinery is proposed to be imported. Of the
Company has routinely procured such equipments in the pastotal investment of around Rs.1,287.50 million and Rs.1,622.70
is in a position to make a fair estimate of the costs involved onillion in plants and machinery and other supporting capital
the basis of its past experience. Further, the Company alreadpenditure for the forging facilities and machining facilities,
knows the sources from which these machines can be procuredesipectively, we intend to import around 69% (in terms of value)
view of this, the cost estimate for the machines yet to be ordecfdthe machines. As per the present plan, machines for forging
has been done on the basis of the Company’s own interfedilities are proposed to be purchased from India as well as inter-
assessment. alia from U.S, ltaly and Japan. The equipment for the state-of-
the-art machining facilities are primarily proposed to be imported

) from various countries such as Germany, Japan, U.S., Switzerland.
Under the Project, the Company proposes to procure 3 stateg¥me of these equipments will also be procured from Indian sources
the-art machining lines. Out of the same the Company has alregdyvell. Some of these machines proposed to be purchased may
placed orders for the machines which would form the first linge ysed and refurbished machinery. As per the current estimate,
The crankshaft machining process is more or less similar in terg§und 25% (in terms of value) of the machines for the proposed
of the steps involved and as such the machines required in eg@flect would comprise of re-used and refurbished machines. In
line are more or less similar. In our case also we have estimaj of the highly competitive and dynamic nature of the
the c_osts_for the remaining 2 lines on the basis of actual costsgﬁéineering industry, we may have to revise our plans for procuring
the first line. machinery and consequently may require change in sourcing these
The capacity addition is structured in a manner that we are afflachines. This may include substituting imported machines with
to ensure that short term requirements of capacity in the next fé@mestic machines and vice-versa. This may also lead to change in
quarters are met as well as long term capacity addition over theé composition of new and re-used equipment as presently
next year is also in place. We will have adequate capacity com@templated.

on line in the near term, to ensure growth and meet demand {fgr support the expansion mentioned above, we would also have
the next financial year. to spend on setting up the supporting infrastructure. We have also
Subject to receipt of all necessary approvals and barring unforesegtimated certain Issue expenses. Thus we estimate an aggregate of
circumstances, the entire capacity expansion is expected toRse 209.80 million to be spent on other supporting Capital

Machining capacity expansion:

ready for operation by March 2006. Expenditure, contingencies and Issue expenses.
We have applied for the following approvals in respect of thhe capacity proposed to be augmented vide the expansion is as
proposed expansion at Mundhwa: follows:
. Industrial license for forging capacity expansion applied vidfécility at Mundhwa  Present Expansion to Expansion to Dtal excepted

letter dated April 24, 2004 annual annual capacity ~ annual capacity annual capacity

! capacity funded through  through proposed post expansion

e Approvals under Factories Act, 1948 for setting up of new Internal Accruals  Project

facility / expansion of facilities applied vide letter datedieel Forging 102,966 MT 17,034 MT 80,000 MT 200,000 MT

March 25, 2004. Finished Machined 245,000 Nos. Nil 200,000 Nos. 445,000 Nos.
« Approval from Maharashtra State Electricity Board fofrankshaft at
additional load applied vide letters dated April 3, 2004 arifindhwa Pune!

April 24, 2004 ! In addition we also have capacity to machine crankshafts at Chakan as well as capacity to

. . machine front axle assembly & components both at Mundhwa as well as Chakan. However, the
Approval from Pollution Control Board for Air and Watersame would not be affected by the project as no expansion is proposed at Chakan

Pollution in respect of enhanced forging capacity applied vide ) ) ) N
letter dated April 15, 2004. Upgrading and enhancing our forging facilities at Mundhwa

We are in the process of applying for industrial license f&etting up Testing and Validation facilities

crankshaft machining capacity expansion at Mundhwa, Pune fragart from expanding our capacities for forgings and machining,

the present level of 400,000 nos. per year to 450,000 nos. @eralso intend to move up the value chain and become an end-to-
year. We are also in the process of applying for the approedd solutions provider to partner global OEM programmes. As a
under Factories Act, 1948 in respect of the factory buildingep towards that we would be setting up of a testing and validation
proposed to be constructed for the proposed forging expansiofacility by third quarter of Fiscal 2005. A short and predictable

We undertake that all the approvals required for our business Product design cycle is critical to the success of companies in the
to attain objects of the issue shall be in place to meet ourera of time-based competition. Product validation and testing is a

project implementation schedule.
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major activity in product development and has significant impadfe currently intend to use approximately Rs. 120 million of the
on product development time and cost. We utilise ouwet proceeds received from the Issue to fund our initiatives in
comprehensive product design capabilities to significantly lowsetting up the validation facilities at Mundhwa. We have not yet
“time to market” for the customer. With our long standing expertiggaced orders for the equipments / machinery in this regard.

in automotive components, we have been providing customers V‘mgjority of our machinery is proposed to be imported. Some of

a complete range of product design, analysis, prototyping & major items of machinery that the Company intends to
testing services. In the past we had collaborated with “Automoti Brchase may be purchased from supplieter-alia from U.S
Research Association of India” - a renowned testing and anal éh%l Germany. o

institute to provide world class product design and validation ) ) )
services. Expenditure already incurred on the objects of the Issue

All new products supplied by us to global OEMs undergbhe expenditure incurred including advances on the project upto
validation and testing of components at their end. This entails)#' 30, 2004 as certified by our auditors, Dalal & Shah, Chartered
large cost and hurdle to switching suppliers at times. Our captfygcountants pursuant to their certificate dated July 16, 2004 was
facility will enable us to fatigue test products for our customer8S: 577.92 million as given in the table below:

using their protocols, at a much lower cost and time than it would (Rs. million)
normally take. This will lower costs for customers to switch to %ctivity Funds Deployed

and increase customer traction. We would be amongst the few -
suppliers to offer this capability and facility. This facility wouldBUIIdING ... 110.75
enable us to move towards becoming complete an end-to-gight & Machinery..........c...ccoocovveervennne. 467.17
solutions provider for our marquee customers, right from

conceptualizing to designing, manufacturing, to a ready-to-ﬁ-{jtal ............................................................ 577.92
product. Further this would also enable us to make deegaurces of Funds

penetration into outsourcing with our customers by providing thefye ahove expenditure has been financed from internal accruals of
upgraded services at reduced time and costs. the Company and the buyer's / supplier's credit.
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SELECTED FINANCIAL INFORMATION

You should read the following selected financial data, which have been prepared in accordance with Indian GAAP, in cevifanction
our financial statements and related notes and “Management’s Discussion and Analysis of Financial Condition and Resatters’ Oper
(as per Indian GAAP). Our audited financial statements have been prepared in Indian rupees and have been prepared irwdhcordance
Indian GAAP for the fiscal years ended 2001, 2002 and 2003 and 2004. For detailed financial statements, prepared in wibordance
Indian GAAP, as required by SEBI Guidelines, please refer “Auditor's Report” of this Letter of Offer.

Statement of Profit and Loss for the fiscals ending March 31, 2001, 2002, 2003 and 2004
Rs. million (except per share data)

FY 01
Income
Manufactured Products .............cuuveeiiiieiieiiieeeeeee e 4,400.74
Traded ProduUCES .......ccoiiieiiiiiieiiiece e 184.26
Total Sales (excluding EXcise DUty) .......ccccoevveeeeiiiieec e, 4,585.00
EXPOrt INCENLIVES .....ooiiiiiiiiicee e 89.42
Operating and Other INCOME .........cccvvveeeiiiiiiee e 215.31
TOtal INCOME ...ciiiiiiiiieie e 4,889.74
Expenditure
Raw material & Components, Die Bldck............cccocvneeen. 1,891.47
STAT COSE ottt 463.86
Other Manufacturing €XPENSES .......c.covveeririeinrierieeenree e 858.00
AdMINIStration EXPENSES ......cccvvuveiieeiiiieiee e e e 298.43
Selling and Distribution eXPENSES .........cccevvvveeeeiiiieeeesiiieeeeeans 49.49
Total Expenditure before Interest, Depreciation & Tax......... 3,561.25
EBIDTA .ottt sttt 1,328.49
INEEIESE. .o 572.97
DEPIECIALION ...oiueiieiirieeeieie et 398.21
Total EXPENItUre ......ccceiiiiieiie e 4,532.43
Net profit before TaX ......cccccveeiiiieiie e 357.31
Provision fOr TaX ......occeeeioiiiiee e 27.87
Net profit after TaX ......ccccveeeeiiiiiie e 329.44
Exceptional IEMS ......ccoiiiiiiii e 41.70
Adjusted Profit after TaxX ......cccocvveriiiiiiie e 287.74
Ratio ANAlYSIS......ccuviiiei i
Earning Per Share ..........cccoveeiiiiiii e 8.37
Return on Net WOrth ..o 23.80%
Net Asset Value per Equity Shar€........ccccceeiviiiieeciiiiiieecnins 34.09

FY 02

4,090.54
29.23
4,119.77
127.80
38.95
4,286.52

1,586.46
427.23
788.33
299.94

61.59
3,163.56
1,122.96
453.66
397.20
4,014.42
272.10
132.76
139.34
(73.57)
212.91

3.36
15.09%
19.20

FY 03

5,971.52
5,971.52
382.89
95.14
6,449.55

2,223.16
461.91
1,243.82
386.35
175.73
4,490.97
1,958.59
408.33
417.57
5,316.86
1,132.69
321.79
810.90

810.90

20.71

50.49%
34.68

1 The raw material consumption is after adjusting the effect of increase / decrease of finished goods, work in progressoenéhdimtory.
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FY 04

7,830.98
7,830.98
351.87
328.54
8,511.39

3,181.42
536.65
1,517.50
425.24
257.66
5,918.47
2,592.92
323.56
457.71
6,699.74
1,811.65
562.58
1,249.07

1,249.07

32.28
51.38%
56.38
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MANAGEMENT DISCUSSION AND ANALYSIS e Currency fluctuation is a key factor affecting our operations,

OF FINANCIAL CONDITION AND RESULTS since significant portion of our revenue comes from exports.
OF OPERATIONS Similarly on account of our focused approach to dollarise our

loans, we have managed to convert large portion of loans into
You should read the following discussion of our financial condition foreign currency. While the Rupee appreciation had a negative
and results of operations together with our audited financial impact on our export realisation, the same was mitigated due
statements for each of the fiscals ended March 31, 2001, 2002 and to the considerable benefit accrued to us on account of
2003 and 2004, including the notes thereto and the reports thereon, dollarisation of the loan liability.

which appear on page 93 of this Letter of Offer.

Income

The following discussion is based on our audited financigy,, revenue primarily comprises of sale of steel forging products
statements for fiscals 2001, 2002 and 2003 and 2004, which hg¥Q revenue generated from general engineering activities. We also
been prepared in accordance with Indian GAAP, and on informatiQfie some other income on account of tooling charges and exchange
available from other sources. Our fiscal ends on March 31 ghin o account of revalorisation of foreign currency loans and
each year, so all references to a particular fiscal are to the twelNgmer miscellaneous receipts. The following table sets forth the
month period ended March 31 of that year. Unless otherwiggninution of the different components of our revenue and of

indicated, all references to sales and total income refers 10 Rgher income towards total income during each of the fiscals 2001,
sales / net total income (i.e. net of excise duty). 2002. 2003 and 2004:

Unless otherwise indicated, all financial and statistical data relating
to the forging industry in the following discussion are derived
from various industry reports. These data have been reclassified
in certain respects for purposes of presentation. 2001 2002 2003 2004

(In Rs. millions)
Fiscal ended

Overview Revenue

We are the leading forging company in India and one of tffxcluding inventory adjustment)
technologically advanced commercial forging companies in the worBieel forging products and

We are the leading manufacturers of chassis components suchjeasral engineering 4,400.74 4,090.54 5,971.52 7,830.98
front axle beams and steering.knuckles and engine cpmpon.elj?gﬁing ................................... 184.26 29.23 i i
such as crankshafts and connecting rods for the commercial vehicles.
Our consistent focus on heavy, specialized and complex forgi§&! Sales.........v

has enabled us to cater to the varying needs of our customerfnfuding excise duty)..... 4,585.00 4,119.77 5,971.52 7,830.98
various countries. Our ability to deliver consistent quality afxport Benefits...................... 89.42 127.8 38289 351.87
products with an early focus on export market has enabled us to .

be a leading supplier of auto components to leading OEMs in {%%eratmg and Other Income 215.31 38.95 9.14 32854
world. Total INCOME......ocvveriiiiriins 4,889.73 4,286.52 6,449.55 8,511.39

We currently serve over 150 international and domestic clienRevenue

For the year ended March 31, 2003 and 2004, we had total incq®@&enue from steel forging products and general engineering

of Rs. 6,449.55 million and Rs.8,511.39 million and profit after . } . . .

tax of Rs. 810.90 million and Rs. 1,249.07 million respectively!€€! forging products primarily comprise of forgings for both,
which is the highest for any Indian forging company. Of thautomotive industry as well as non-automotive applications such

abovementioned total income, export sales constituted 42.08% andiractors, diesel generating sets, Oil & Gas exploration related

37.88% for the year ended March 31, 2003 and 2004. products and other heavy engineering items. Being primarily

. . focused on high end and complex automotive application forgings,
Factors affecting our operations our main products include both, engine components such as
Our future results of operations could potentially be affected byankshafts, connecting rods and chassis components such as front
the following factors: axle beams and steering knuckles. We supply these products in

. Focus primarily on the automobile and auto-componen&%rged as well as fully finished machined condition. Out of the
. : . tal sales, the machined component sales accounted for 42%
industry and as a result, our operations are significantly - o 0 . '

influenced by the trends in the said industries. Further, ouAM)’ 4.9/0 and 4.9A) for fiscals 2091’ 2002, 2003 and 2004,

key products are crankshafts and front axles beam Wh{c%spectlvely. Besides, we also derive revenues from general

contribute substantially to our revenues ' engineering activities, which presently constitute very minor portion

of our total sales. As per Company’s accounting policy, revenue
*  We have certain key large customers from whom, we recejéerecognised net of excise duty.
large orders and as a result, our operations are significarﬁlg f di .
influenced by the buying patterns of these customers venue from trading activities
glver the years, in order to give more focus on the core

e Changes in prices of key raw material products and fuman facturing activities. we have proaressively reduced our
products, such as steel, oil and gas etc. u uring viies, w Ve prog Ively u u
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dependence on trading activities and no revenues have beértotal income for fiscals 2001, 2002 and 2003 and 2004,
generated from this activity since last fiscal. Revenue from tradirespectively.

activities comprised 4% and 1% of total income for fiscals zo%erating and Other Income

and 2002 respectively.

Operating and Other income primarily relates to die design and
preparation charges, surplus on sale of assets, gains on foreign
With focus on exports, our export sales have been increasing avwerhange fluctuation and miscellaneous receipts. Other income
a period of last four years. The following table represents themprised 4%, 1%, 1% and 4% of total income for fiscals 2001,
breakup of our total sales into domestic and exports. 2002 and 2003 and the 2004, respectively.

Export Revenues

Fiscal Fiscal Fiscal Fiscal Sundry Debtors

2001 2002 2003 2004 pye to focus on exports and relatively higher collection cycle
Export Sales ........cccceveeeeine 19% 27% 45% 41%volved therein, we have high gross sundry debtors, which as of
Domestic SaleS .......ceeuven... 81% 73% 55% 59d¢tscal 2001, 2002, 2003 and 2004, were Rs. 1,249.34 million, Rs.
Total Sales....... ... . 100%  100%  100%  100% 1,276.0‘5 million, Rs. 1,977.22 million aljd Rs.2.,527..20 million,
respectively. Our days of sales outstanding (which is defined as
Geographic Breakdown of Sales the ratio of gross sundry debtors to total sales in a particular year

Due to our conscious efforts to de-risk our geographic dependerBdltiplied by 365) for fiscal 2001, 2002, 2003 and 2004 were 89
we have expanded our exports markets to newer geographies. 4@, 101 days, 111 days and 108 days, respectively. However,

following table represents the percentage breakdown of our tdfaimanage the working capital cycle, we are actively discounting
sales by region: our bills both for domestic and international sales. As a result, our

net sundry debtors were lower at Rs. 836.69 million,
Rs. 715.73 million, Rs. 812.72 million and Rs.1,001.39 million as
on fiscal 2001, 2002, 2003 and 2004, respectively. Consequently,

Fiscal Fiscal Fiscal Fiscal
2001 2002 2003 2004

INdid.....ccovviiiieece, 81% 73% 55% 59%ur days of sales outstanding (which is defined as the ratio of net
USA . e, 18% 24% 28% 18%undry debtors to total sales in a particular year multiplied by
EUMOPE .o 1% 204 5% 99865) has been progressively improving and the same for fiscal
Australia & Asia 2001, 2002, 2003 and 2004 were 59 days, 57 days, 46 days and
(excluding India)............... - 1% 12% 149, 43 days, respectively. The following table presents the age profile

of our debtors:
Total SaleS.......mnee. 100% 100% 100%  100% bu |

ebtor Ageing Analysis

As can be observed from the above table, we have manage(? to geing y ) ) ) ]
increase our revenue from geographies such as Europe, China and Fiscal ~Fiscal Fiscal Fiscal
Australia, which together have increased from 1% of our total 2001 _2002 _ 2003 _ 2004
sales for the fiscal 2001 to 23% for fiscal 2004. Period in Days
Revenues from Machined Components 0-180 e 88% 89% 94% 89%
We supply components both, in forged as well as fully finishddore than 180................ 12%  11% 6%  11%
machined condition. Our ability to supply ready-to-use maching@tal ......................ccc.co...... 100% 100% 100%  100%

components has enabled us to .QEt an edge over our competB%rrsl‘ng fiscal 2001, 2002, 2003 and 2004, we made provision for
and has also improved our margins. The following table represecljwos btful debts and wrote off Rs. 4.54 million. Rs. 10.20 million
the percentage breakdown of our total revenues from forged ?{15&1' 18.31 million and Rs. 8.87 r.niII.ion res ec’tivell ' !
fully finished machined components: T T P Y-

. . . . Income Taxes
Fiscal Fiscal Fiscal Fiscal
2001 2002 2003 2004 Historically, we benefited from a tax holiday given by the

510%overnment of India for the export of our products. As a result

Forged Components............. 58% 56% 51% . - . . - .

of these tax incentives, our operations in India were subject to
Fully finished Machined reduced tax liabilities. We were eligible for deduction in respect of
Components............cccoeeen 42% 44% 49% 49%profits derived from the export of our goods or merchandise as
Total Sales....ooweoei 100% 100% 100% 100% Per the provisions of section 80HHC of the Income Tax Act,

1961. However no deduction shall be available under Section

80HHC in respect of Assessment Year 2005-06 and any subsequent
We are entitled to export incentives pertaining to DEPB (“Dutyssessment year. The tax rate applicable to us in India is 35%
Entitement Pass Book”) licenses on account of our export salpleis surcharge applicable from time to time, which at present is

These DEPB licenses can be sold in open market or used to 3&%. Please also refer to the “Tax Benefit Report” on page 31 of

off import duties on import of raw materials, spares anttlis Letter of Offer.

consumables. Export Incentives comprised 2%, 3%, 6% and 4%

Export Incentives
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Expenditure material adjustments and prior period items. The adjusted net profit

The table below sets forth the main constituents of our codf@S RS. 287.74 million in fiscal 2001, adjusted net profit of

derived from our audited financial statements for fiscal 2001, 20(532& 212.91 million in fiscal_ 2_002_ an_d Rs. 810.90 m“”"’? in fiscal
2003 and 2004. 2003 and Rs 1,249.07 million in fiscal 2004. Our adjusted net

) ) _ profit margins have been 6%, 5%, 13% and 15% for the fiscal
Costs as % of Total Expenditure excluding Interest and Depreciatigiars 2001, 2002, 2003 and 2004 respectively.

Fiscal ~ Fiscal Fiscal Fiscal oyr critical accounting policies
2001 2002 2003 2004

Our financial statements are prepared in accordance with generally

Raw Materials & accepted accounting principles, the applicable accounting standards
Components CoSts ............ 53%  50%  50%  54%sued by the Institute of Chartered Accountants of India and the
Employee Cost ........c.c....... 13% 14% 10% 9%elevant provisions of the Companies Act, 1956. Certain of our

Other Manufacturing Costs 24% 25% 28% 2gogiccounting policies are particularly important to the portrayal of
. . our financial position and results of operations and require the
0, 0, 0, 0,
Administration COStS......... 8% 9% 9% 7A)application of assumptions and estimates of our management. For
Selling & Distribution Costs 1% 2% 4% 4% further details, see “Financial Statements — Significant Accounting
Costs as % of Total Income Policies” on page 103 of this Letter of Offer.

Fiscal Fiscal Fiscal Fiscal System of Accounting

2001 2002 2003 2004 The Company follows the mercantile system of accounting and
Financial Statements are based on historical cost.

Raw Materials &

Components Costs ............ 39% 37% 34% 37%ixed Assets
Employee Cost .................. 9% 10% % 6%Fixed Assets are stated at their original cost of acquisition including
Other Manufacturing Costs 18% 18% 19% 18vincidental expenses related to acquisition and installation of the

o.concerned assets. Interest on borrowings and financing costs of
) o specific loans taken for expansion or substantial modernisation of
Selling & Distribution Costs 1% 1% 3% 3% fixed assets, prior to commencement of commercial production is
being capitalised to the cost of assets. Fixed Assets are shown net

of accumulated depreciation (except free hold land) and amortisation.
Raw Materials & Components costs comprise of raw materials

consumed, i.e. mainly forging quality carbon and alloy steel a &
die blocks, die and tools steel consumed. °

Administration Costs......... 6% 7% 6%

Raw Materials & Components Costs

preciation

Lease hold land and Power Line: Premium on leasehold land

is amortized over the period of lease and expenditure on
Employee Cost power line is amortized over a period of seven years.
Employee cost comprises of salaries, wages, bonus, allowances Depreciation on additions to Buildings, Plant & Machinery,
paid to factory workers and office personnel and contributions Railway Sidings and Electrical Installations is being provided
made by us to the provident / superannuation / gratuity fund. It on “Straight Line Method” basis in accordance with the
also includes contribution to provident & other funds and schemes. provisions of Section 205(2)(b) of the Companies Act, 1956,
in the manner and at the rates specified in Schedule XIV to
the said Act.
Depreciation in respect of other assets viz. Factory
Equipments, Computers, Engineering Instruments, Furniture
& Fittings, Office Equipments and Vehicles & Air Crafts is
Administration Costs being provided on “Written down value” basis in accordance
with the provisions of Section 205(2)(a) of the Companies

Other Manufacturing Costs

Other Manufacturing costs comprise of variable costs such as
stores, spares & consumables, power & fuel charges, machining
charges and repairs & maintenance charges.

Administration costs comprise of rent, rates & taxes, insurance, i th d h ified 1 hedul
commissions and miscellaneous expenses including travelling Act, 1956 in the manner and at the rates specified in Schedule

expenses, printing stationery, postage & telephones, bank charges, XlV_ to the said Act.
etc. nventories
Selling & Distribution Costs Cost of Inventories have been computed to include all cost of

. o . . purchases, cost of conversion and other costs incurred in bringing
fSe_lllﬂtg & Distribution costs comprise of sales commissions angh, inventories to their present location and condition.
reight.

Adjusted Profit/(Loss) after Tax

The adjusted profit/(loss) after tax consists of the net profit/(los.s)
after tax as per the audited statement of accounts, adjusted on
account of (1) changes in accounting policies and (2) the impact of

Foreign Currency Conversion

Foreign currency exposure in respect of loans, for financing
fixed assets, outstanding at the close of the fiscal are
revalorised at the contracted and/or appropriate exchange rates
at the close of the year. The gain or loss due to decrease/
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increase in Rupee liability due to fluctuation in rate of exchange Increase in the global steel prices has led to increased cost of
is adjusted to the cost of assets acquired through these loans, raw material for us. However we have been able to partially
except in case of some transactions of swaps, which are pass on the same to our customers, thereby reducing the
contingent due to option built around them and hence can not impact on our profitability.

be marked to market on each Balance Sheet date. «  We signed Memorandum of Understanding in November 2003
* Interest Rate cum Currency Swap transactions are accounted to acquire German operations of Carl Dan Peddinghaus GmbH

on their cut off date or on the date of an earlier unwind/ & Co., Germany. The transaction has since been completed

liquidation of the transactions. However on simulation of the by signing “Purchase and Transfer Agreementin January

cut off date at the close of the period losses, if any, are 16, 2004.

provided for anq gains, .|f any, are not recognised as a Makel anue from steel forging products
of prudence, being contingent.

e . Our revenue derived from steel forging products sales in the fiscal
*  Current Assets and other Liabilities in foreign currency anghog a5 Rs. 7,830.98 million. Due to increased demand in the
foreign currency exposure in respect of foreign currency l0ag§mestic market as mentioned above, the domestic sales comprised
other thgn for financing fixed assets outstanding at the C|.Q§®/O of our total sales for fiscal 2004 as compared to 55% in
of the fiscal are valued at the contracts and/or approprlqlitgca| 2003. Also during this period, we were able to increase our
exchange rates at the close of the year. The loss or gain g%ﬁort sales to Europe, China, Australia and Asia.
to fluctuation of exchange rates is charged to Profit & Loss ) )
Account. Operating and Other income
Retirement Benefits Opgratipg and Othef income for fiscal 2004 was Rs 328.54 million
_(which includes tooling charges of Rs 137.67 million and gain of

Retirement benefits in the form of provident fund and pensigf 103 10 million on foreign exchange transactions through strategic
schemes whether in pursuance of law or otherwise is accourﬁgﬂarisation of loans)

on accrual basis and charged to Profit & Loss account of the year.

Payment for present liability of future payment of gratuity isotal Income

being made to approved gratuity funds which fully cover the sam@ring fiscal 2004, our total income grew by 32% over the total
under cash accumulation policy of the Life Insurance Corporatifitome for the fiscal 2003. The total income for the fiscal 2004
of India. Contribution made to Life Insurance Corporation fagas Rs. 8,511.39 million as compared to Rs. 6,449.55 million for
employees covered under superannuation scheme are accountéigcat 2003.

the rate of 15% of such employees’ annual salary. Raw Materials & Components Costs

Borrowing Costs Raw Materials & Components Costs in the fiscal 2004 was

Interest on borrowings is recognised in the Profit and Loss accoma! 3,181.42 million. Raw Materials & Components Costs as a
except interest incurred on borrowings, specifically raised fpercentage of total income increased to 37% in the fiscal 2004
projects is capitalised to the cost of the assets until such tifagm 34% in fiscal 2003. The increase in the cost was primarily
that the asset is ready to be put to use for its intended purpeseaccount of increase in the global steel prices.

Our Results of Operations Employees Cost

Fiscal Fiscal Fiscal Fiscal Employees Cost in the fiscal 2004 was Rs. 536.65 million.
2001 2002 _ 2003 _ 2004 Employees Cost as a percentage of total income decreased to 6%
in the fiscal 2004 from 7% in fiscal 2003 primarily due to better

Forging Capacity

UtilISAtioN .....ovovveeeeeees 51%  48%  68%  s2yproductivity in terms of revenue per employee.

Production per Other Manufacturing Costs

person (in MT) ................ 18 20 27 31Other Manufacturing Costs in the fiscal 2004 was Rs. 1,517.50
Total Income per million. Manufacturing Costs as a percentage of total income
person (in Rs million)...... 171 170 250  3.13jecreased to 18% in the fiscal 2004 from 19% in fiscal 2003. This
EBITDA Margins (%) ..... 27% 26% 30%  30% decrease was primarily on account of internal cost controls and
Comparison of fiscal 2004 with fiscal 2003 production efficiencies.

Some of the key developments for fiscal 2004 were: Administration Costs

« Improvement in Indian automotive industry continued to legdministration Costs in the fiscal 2004 was Rs. 425.24 million.
to an increased demand for the auto-components, includiygministration Costs as a percentage of total income decreased to
the forged components which we supply to the leadirR§o in the fiscal 2004 from 6% in fiscal 2003.
automobile manufacturers in India. This has enabled us d@|ling & Distribution Costs

further substantially improve capacity utilisation and thereb

has improved our operating efficiencies as brought out in t gl!lng & I.3|str|but'|onl CQStS in the fiscal 2004 was Rs. .257'66
above table million. Selling & Distribution Costs as a percentage of total income
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increased marginally to 3.0% in the fiscal 2004 from 2.7% in fiscal enabled us to substantially improve capacity utilisation and
2003. thereby has improved our operating efficiencies as brought
out in the above table.

Financial Expenses

Financial Expenses in the fiscal 2004 were Rs. 323.56 million. TREVENUe
finance costs as a percentage of total income decreased to 4%efenue from steel forging products

our total income .in the fiscal 2004 from 60/‘,’ of our total income Reyenye from steel forging products increased significantly by 46%
fiscal 2003. This decrease was primarily on account of off pq 597152 million in fiscal 2003 from Rs. 4,090.54 million in
continued eﬁortg on dqllarlsatlon programme of debt Obl'gat',oﬂ§cal 2002. The increase in the sales was primarily on account of
and better wor.klng capital management. As a resqlt, the ratlolg%% increase in our export sales, which increased from Rs. 1,104
our total foreign currency denominated borrowings to totglijion (o Rs, 2,714 million. Also as a result, our export sales as

borrowings increased from.64% as 9” Marf:h 31, 2003 to 84%aa?)ercentage of total sales increased from 27% in fiscal 2002 to
on March 31, 2004. The increase in foreign currency debt WaS: in fiscal 2003.

structured to counter the appreciating Rupee against US Dollar,

which has affected our exports revenues. Similarly, with tff@Perating and Other Income

consistent improvement in our financial performance we have be8perating and Other revenue increased to Rs. 95.14 million in
able to negotiate better terms for our various borrowing prograrfiscal 2003 from Rs. 38.95 million in fiscal 2002.

Depreciation and Amortisation Raw Materials & Components Costs

Depreciation in the fiscal 2004 was Rs. 457.71 million. Depreciati@aw Materials & Components costs increased significantly to
as a percentage of total income was 5% for the fiscal 2004 Rss 2,223.16 million in fiscal 2003 from Rs. 1,586.46 million in
compared to 6% for the fiscal 2003 primarily on account of increacal 2002. This was on account of increased production due to
in demand for our products leading to improved productivity amtigher demand from both export and domestic market. However,
capacity utilisation as brought out in the chart above under t&v materials & components costs as a percentage of total income
heading “Results of our Operations”. decreased to 34% in fiscal 2003 from 37% in fiscal 2002. This
Profit / (Loss) Before Tax was on account of better production efficiencies.

Due to the factors explained above, our profit before tax asEgployees Cost

percentage of total income increased to 21% in the fiscal 208#hployees costs increased to Rs. 461.91 million in fiscal 2003
from 18% in fiscal 2003. Our profit before tax for the fiscal 200ffom Rs. 427.23 million in fiscal 2002. Although there is an increase

was Rs. 1,811.65 million, as against Rs. 1,132.69 million for the employee cost in absolute terms, but employees costs as a
fiscal 2003. percentage of total income decreased to 7% in fiscal 2003 from
Income tax 10% in fiscal 2002. This was primarily on account of productivity

. ' . .. improvement as brought out in the chart above under the heading
Provision for tax for fiscal 2004 was Rs. 562.58 million. Provisiofhagits of Operations”.

for taxation as a percentage of net profit before tax increased from ]

28.4% for fiscal 2003 to 31.0% for fiscal 2004. This increase we¥her Manufacturing Costs

primarily on account of reduction in extent of deduction on profitSther Manufacturing costs increased significantly to Rs. 1,243.82

from export earnings. million in fiscal 2003 from Rs. 788.33 million in fiscal 2002.

Adjusted Profit/(Loss) after tax Although there is an increase in other manufacturing costs in
absolute terms on account of increased production, the other

Due to the factors explained above, our profit after tax asyfnfacturing Costs as a percentage of total income increased to
percentage of total income increased to 15% in the fiscal ZOPg% in fiscal 2003 from 18% in fiscal 2002
from 13% in fiscal 2003. Our profit after tax for the fiscal 2004 '

was Rs. 1,249.07 million, as compared to Rs.810.90 million fofministration Costs

fiscal 2003. Administration costs increased to Rs. 386.35 million in fiscal 2003
Comparison of fiscal 2003 with fiscal 2002 from Rs. 299.94 million in fiscal 2002. Administration costs as a

) percentage of total income reduced to 6% in fiscal 2003 from 7%
Some of the key developments for the fiscal 2003 were: in fiscal 2002.

e We de-risked the business model by intensifying export th”§él|ing & Distribution Costs

with a wider geographical spread ) o ) o
Selling & Distribution costs increased significantly to Rs. 175.73

* We achieved reduction in costs due to internal cost managemgiifion in fiscal 2003 from Rs. 61.59 million in fiscal 2002. Selling

* Improvement in domestic and global automotive industry I&d Distribution costs as a percentage of total income also increased
to an increased demand for the auto-components, including3% in fiscal 2003 from 1% in fiscal 2002. This is on account
the forged components which we supply to the leadirgf export expenses such as commission and freight being on the
automobile manufacturers in India and globally. This hdsgher side due to higher exports.
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Financial Expenses Operating and Other Income

Financial expenses decreased to Rs. 408.33 million in fiscal 2@DBerating and Other income decreased significantly to Rs. 38.95
from Rs. 453.66 million in fiscal 2002. Financial expenses asndllion in fiscal 2002 from Rs. 215.31 million in fiscal 2001. This
percentage of total income decreased substantially to 6% in fise@ls primarily on account of demerger of our windmill and
2003 from 11% in fiscal 2002. This was achieved primarily dnvestments division into a separate entity BF Utilities Limited.
account on initiation of the dollarisation of our borrowings. Raw Materials & Components Costs

Depreciation and Amortisation Raw Materials & Components costs decreased to Rs. 1,586.46
Depreciation and Amortisation costs increased to Rs. 417.57 millimillion in fiscal 2002 from Rs. 1,891.47 million in fiscal 2001.

in fiscal 2003 from Rs. 397.20 million in fiscal 2002. AlthougiThis was primarily on account of reduced production due to
there is an increase in Depreciation and Amortisation costsréduced demand. Raw Materials & Components costs as a
absolute terms, but depreciation and amortisation costs apeacentage of total income decreased to 37% in fiscal 2002 from
percentage of total income decreased to 6% in fiscal 2003 fr@3% in fiscal 2001.

9% in fiscal 2002 on account of better capacity utilisation. Employees Cost

Profit/(Loss) Before Tax Employees costs decreased to Rs. 427.23 million in fiscal 2002
As a result of the above factors, profit before tax increasédm Rs. 463.86 million in fiscal 2001. The employees costs as a
significantly by 316% to Rs. 1,132.69 million in fiscal 2003 fronpercentage of total income increased marginally to 10% in fiscal
Rs. 272.10 million in fiscal 2002. Since inception this was tH2002 from 9% in fiscal 2001. The reduction in employee cost was
first fiscal year in which we crossed the Rs. 1 billion mark fgerimarily on account of the Voluntary Retirement Schemes (“VRS”)
profit before tax. Profit before tax as a percentage of total incorff@ated by the Company during the relevant period.

increased significantly to 18% in fiscal 2003 from 6% in ﬁsc%ther Manufacturing Costs

2002.
Other Manufacturing costs decreased to Rs. 788.33 million in fiscal

Income tax 2002 from Rs. 858.00 million in fiscal 2001. However, other
Provision for tax for the fiscal 2003 was Rs. 321.79 million ddanufacturing costs as a percentage of total income remained
compared to Rs. 132.76 million in fiscal 2002. Provision for taxatimonstant at 18% in both fiscal 2001 and fiscal 2002.

as a percentage of net profit before tax decreased from 49% ,C{BFninistration Costs

fiscal 2002 to 28% for fiscal 2003. This decrease was primarlly ) ]
on account of reduction in provision for deferred tax. Administration costs more or less remained flat at Rs. 299.94

. . million in fiscal 2002 from Rs. 298.43 million in fiscal 2001.
Adjusted Profit/(Loss) after tax However Administration costs as a percentage of total income
As a result of the above factors, profit after tax increasémtreased marginally to 7% in fiscal 2002 from 6% in fiscal 2001.
substantially by 281% to Rs. 810.90 million in fiscal 2003 aBhis was primarily on account of reduced production volumes.

compared to Rs. 212.91 million in fiscal 2002. Selling & Distribution Costs
Comparison of fiscal 2002 with fiscal 2001 Selling & Distribution costs increased marginally to Rs. 61.59
Some of the key developments for the fiscal 2002 were: million in fiscal 2002 from Rs. 49.49 million in fiscal 2001. Selling

«  We had to compete in extremely unfavourable mark& Distribution costs as a percentage of total income remained flat

conditions, with volumes and prices both being und& 1% for both fiscal 2002 and fiscal 2001.
tremendous pressure. Financial Expenses

e We increased our export income through expansion in dtinancial expenses decreased to Rs. 453.66 million in fiscal 2002
overseas customer base, both in terms of user industries frach Rs. 572.97 million in fiscal 2001. Financial expenses as a
geographical markets. percentage of total income decreased marginally to 11% in fiscal

« As a step in this regard, we acquired order book from Daggoz from 12% in fiscal 2001. This reduction was primarily on

Corporation's Spicer Europe Limited operations in Kirkstalfaccoum of transfer of certain liabilities under the Scheme of

U.K, which enabled us to widen our footprints in EuropE)emerger, under which we transferred certain debt to BF Utilities

and strengthen the Oil & Gas sector business. Limited.

Revenue Depreciation and Amortisation

Depreciation and Amortisation costs decreased marginally to
) Rs. 397.20 million in fiscal 2002 from Rs. 398.21 million in fiscal
Revenue from steel forging products decreased to Rs. 4,09008f1. Depreciation and Amortisation costs as a percentage of total
million in fiscal 2002 from Rs. 4,400.74 million in fiscal 2001income marginally increased to 9% in fiscal 2002 from 8% in
This was primarily on account of reduced demand for our produgitgal 2001. This was primarily on account of reduced production
due to overall slow down in the economy and negative impact d¥fumes due to reduced demand.

to the terrorist activities in India and abroad.

Revenue from steel forging products
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Profit/(Loss) Before Tax Net cash used in investment activities is primarily on account of

As a result of the above, our profit before tax decreased ePité! expenditure incurred by us. The Net cash used in investing
Rs. 272.10 million in fiscal 2002 from Rs. 357.31 million in fiscafctivities was Rs. 540.46 million, Rs. 489.66 million and Rs.
2001. Profit before tax as a percentage of total income decreaskdy-6° million during fiscal 2002, 2003 and 2004 respectively.
to 6% in fiscal 2002 from 7% in fiscal 2001. Our net cash flow from financing activities was a Rs. 819.08
million, Rs. 1045.32 million and Rs. 1,229.26 million in fiscal
2002, fiscal 2003 and fiscal 2004 respectively. This was primarily

Provision for tax for the fiscal 2002 was Rs. 132.76 million agmprised of net repayment of loans, interest and dividend payou.
compared to Rs. 27.87 million in fiscal 2001. Provision for taxation

as a percentage of net profit before tax increased substantidljePtedness

from 8% for fiscal 2001 to 49% for fiscal 2002. This increase w&ur financial position has significantly improved with falling
primarily on account of additional provisioning required due teverage ratios. Total debt to net worth ratio (excluding deferred
introduction of deferred tax liability. tax liability, as applicable) was 2.76, 3.74, 1.89, and 1.14 for the
Adjusted Profit/(Loss) after tax fiscal_s 2001, 2_002_, 2003 and fiscal 2Q04 _respectively. The increase

) as witnessed in fiscal 2002 was primarily on account of newly

As a result of the above, the profit after tax was Rs. 212.8oduced accounting standard relating to “Taxes on Income”, which
million in fiscal 2002 as compared to Rs. 287.74 million in fiscabquired us to make significant provision on account of deferred
2001. During the year we had exceptional income of Rs. 73&¢ |iability. If we adjust deferred tax liability for the year 2001,

million primarily on account of donation given in the earlier yeanen Total debt to net worth ratio would be 4.84.
returned to us and write back of provision on account of interest

on octroi duty. In absence of these exceptional items, our proif Nave also changed the composition of our debt obligations
after tax would have been lower at Rs. 139.34 million. with more of rupee loans being converted into foreign currency
o ) denominated loans. Foreign currency loans as percentage of total
Liquidity and Capital Resources loans has increased from 44% and 64% in the fiscal ended 2002
Liquidity and 2003 to 84% in fiscal 2004. Out of total loan outstanding of

Rs 2,855.68 million, debt in foreign currency and Indian currency

Our. primary liquidity neeqls have bgen to finance our Workmegmounted to Rs 2,401.91 million and Rs 453.77 million respectively
capital needs and our capital expenditures. To fund these, we have

relied on cash flows from operations and short-term and Iong-te?rsr1 on March 31, 2004.

Income tax

borrowings. Reduction in debt levels and changes in composition of debt has
and will continue to effectively reduce the interest costs in years
Cash Flows o come

The table below summarizes our cash flows for the fiscals 20 . -
2002 and 2003 and 2004. ?:1dmm|tments on behalf / for Subsidiary
Post December 31, 2003, we have issued a counter-guarantee and

(Rs. In millions) indemnity in favour of Deutsche Bank under which, in the event

Cash Flow Fiscal ~ Fiscal ~ Fiscal  Fiscal there is any invocation by the beneficiary of the guarantee, namely
2001 2002 2003 2004 administrative receiver of CDP GmbH & Co. KG, of the bank

Net Cash Flow from (used in) guarantee given by Deutsche Bank, we would be required to

operating activities................. 2,099.14 1,423.82 1,675.302229.51 contribute an amount actually paid by Deutsche Banl€ &

million, whichever is less, in the capital of CDP Bharat Forge
GmbH (CDPBF), our wholly owned subsidiary, so that Deutsche
Bank can use the said proceeds to indemnify itself.

Net Cash Used in
investing activities................ 1,565.12 (540.46) (489.66) (1,147.65)

Net CE."Sh rov_v _fr_o m {used in) Further we have issued a counter-guarantee and indemnity favouring
financing activities................ (3,791.38) (819.08) (1,045.32) (1,229.26) pg tsche Bank for Euro 2.015 million to cover the Bank Guarantee
Net Increase/(Decrease) in issued by them in favour of M/s Farina for credit offered by them
Cash and Cash Equivalents (127.12) 64.29  140.33 (147.41) against the procurement of forging press line by CDPBF. CDPBF
has also obtained secured working capital facilities aggregéting
10 million from Bank of India and Bank of Baroda, both located
For detailed cash flow statement, please refer Auditor's Repait London, in respect of which we have agreed to provide a
provided on page 105 in this Letter of Offer. corporate guarantee, if required, only in the eventuality of default

Our cash flows from operations are influenced primarily by workir@’ CDPBF.
capital requirements and cash from operations and incurrence Bg@g@ers of Comfort
s e e v ot S i have sued Latars of Comor 0 the fecers of ur roup
Rs 2.229.51 for fiscal 2004. company, BF Utilities Limited aggregating Rs. 945 million, of which

Letters of Comfort amounting to Rs. 100 million, Rs. 120 million,

Figures in brackets represent cash outflow
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Rs. 455 million and Rs. 270 million have been issued to IDBhd operation of toll road near the city of Bangalore to be
Bank, Standard Chartered Bank, Development Credit Bank araimpleted in three modules over 72 months from the financial
Deutsche Bank respectively. The present outstanding of ttlesure (“Project”) alongwith Nandi Infrastructure Corridor
underlying loans for the same is Rs. 670 million as on June Bterprises Ltd. (NICE) who are the other sponsors (collectively
2004. These Letters of Comfort have been issued in consideratiom “Sponsors”). The Sponsors, in respect of module 1 of the
of the BF Ultilities Limited’s lenders granting various credit facilitie®roject estimated to cost around Rs. 836.30 crores, have agreed to
to it. In these Letters of Comfort, we have assured to these lenderange equity contribution for NECE, have agreed to arrange for a
that we would not permit BF Utilities Limited to enter intashortfall, if any, up to a maximum extent of Rs. 75.70 crores in
liquidation and that BF Utilities Limited shall at all times be in ¢he sale proceeds of saleable land, which is being acquired as a
position to meet their liabilities to these lenders under the lendipart of the Project and have agreed to arrange cost overrun, if any,
arrangements. in the acquisition of private land required for the Project. As of
date, the Sponsors have procured commitment and / or tied up
equity contribution for NECE to the extent of Rs. 158 crores
In the recent years we have incurred expenditure on additiongel@ying Rs. 17 crores to be arranged. In case the balance amount of
fixed assets, including capital work in progress, amounting é?]uity capital is not tied up by December 2004, BFL is required
Rs. 465.16 million, Rs. 501.81 million and Rs. 1,261.17 million iy contribute / stand guarantor for the shortfall. However, we
the fiscal ended 2002, 2003 and 2004 respectively. This capglieve that it is unlikely that we will be required to make any
expenditure represents the expenditure incurred on capagifancial arrangement under the Sponsor Support Agreement.
balancing, replacements and other normal capital expenditure. gimjlarly, the Project Company has also tied up entire debt required
Hedging structure for receivable for module 1 of the Project from various lenders without any

In July 2002, we entered into a hedging structure with Citibank "&course to Sponsors. Looking to the status of the land acquisition,

protect our expected export revenues in British Pounds (“GB rggnggcic:?et?lteO;a(I:g:sréu?:r?g ‘\g,‘vethgeﬁ;g;efs;ntsh:fﬁ':;ﬁ:
from certain long term GBP denominated export contracts (‘th mmitments including the balanée equity tie up for module 1 will
structure”). Under this structure, as amended on March 27, 20 % 9 quity p

we were under obligation to deliver GBP 2.08 million every quartg? procured by the Project Company. Further, the costs for modules

i - i . . and 3, which are presently estimated at Rs. 150 crores and
at a pre-determined USD-GBP parity of 1.5325 with a knock o ts 50 crores, respectively (to be implemented within 48 months

level of 1.3850. This obligation commenced from the quarter endinﬁc'lI 72 months respectively from the date of financial closure) are
March 2004 and is ending in quarter ending June 2005. If t eb t out of th h f f dule 1

parity in any quarter is below 1.3850, we will realise the actus) °€ Met out ot the cash Tlows of module L.
market rate for the relevant quarter. If the parity in any quarterTige debt raised by the Project Company is proposed to be secured
above 1.3850, we will realise a pre-determined USD-GBP parlty an Equitable Mortgage over the project land instead of English
mentioned above. On April 13, 2004 we have supplemented thertgage as originally contemplated. The lenders have consented
above transaction by another structure viz. USD-GBP accumuld@raccept this subject to the Sponsors and the Project Company
with participation (Participation Structure). As per the participatigfintly giving a written undertaking to (a) pay stamp duty and all
structure, the maximum USD — GBP parity for our obligatioather sums that may be required to be paid in respect of the
mentioned above is capped at 1.8900 with a option to realise Higlish Mortgage (or other deeds of mortgage, in case more than
benefit of lower USD — GBP parity in a step manner. one is required) and the senior and junior trust deeds as and when
executed, and (b) indemnify the lenders from any loss or damage
that may be suffered or incurred in connection with any defect in
In fiscal 2003 we securitised with Citibank N.A. a part of ouitle of the Project Company to any part of the project land
future export receivable, arising from the contract that we executggéming part of the security in favour of the trustees, or for the
with Dana Corporation for purchase of goods from us by Dagaceptance of the Equitable Mortgage on any part of the project
Corporation and their Affiliates for an aggregate of 40 milliomnd instead of an English mortgage over the same. As per the
Pounds over seven years. Consequently, Citibank advanced ggsent rate of duty payable on an English mortgage under the
245.12 million equivalent to U.S. Dollars 5.00 million akarnataka Stamp Act, 1957 the stamp duty payable on the English
consideration for the securitised assets i.e. future receivabl@g®rtgage is approximately Rs. 46.27 crores. The Project Company,
payable by way of trapping a portion of the invoicing under thfswever, has pursuant to a written representation requested the
said contract. We, in accordance with the guidance notes issuedsgyernment of Karnataka for a full exemption from levy of stamp
the Institute of Chartered Accountants of India, have reflected tligty on the English Mortgage, which if accepted, would result in
advance as a current liability and reduced the advance by remoiBghplete exemption from payment of stamp duty.

the securitised assets from its Balance Sheet upon each quar]._SE
realisations made by the Bank.

Historical capital expenditure

Securitisation of future export receivables with Citibank

%ange rate risk

With exports constituting about 41% of total sales for fiscal 2004,
we are subject to fluctuations in exchange rates to the extent of
We are a party to a Sponsor Support Agreement in relation teegeivables denominated in currencies other than Indian rupees. We
project to be undertaken by Nandi Economic Corridor Enterprisgigso make some expenditures in foreign currency, but our earnings
Limited (“NECE” or the “Project Company”), for the construction

Sponsor Support Arrangement
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in foreign currency surpass the expenditure in foreign currency lbgt of small-scale undertakings to which the Company owe any
a large margin. We import some of our raw materials and capgalm, together with interest outstanding for more than 30 days as
equipment and our employees travel overseas for businessMarch 31, 2004

purposes, costs of which are denominated in foreign Ccurrencigs. jor the expert legal opinion obtained by us, with regards to
Other expenditure in foreign currency includes interest paymegis inerpretation of the term, ‘amounts outstanding and due’ for
on dollar denominated loans, legal and professional fe@sqre than 30 days, there are no amounts outstanding payable to
commissions and discounts, etc. the small-scale undertakings as on March 31, 2004 as stipulated
Revenues earned by us in foreign currency (FOB value of expdiysthe notification issued on 22.02.1999 in the Gazette of India
and tooling charges) in the fiscal 2002, 2003 and 2004 wdf@SR No. — 129(E) dated 22.2.1999) issued by the Department of
Rs. 1,108.03 million, Rs 2,717.21 million and Rs. 3,330.62 millicBompany Affairs, Ministry of Law, Justice and Company Affairs,
respectively. Our aggregate CIF value of imports was Rs. 48@8vernment of India.

million, Rs. 473.37 milliqn and Rs. 528.57 million in fiscal§ ZOOZ(Dther Matters

2003 and 2004 respectively. Our aggregate expenditure in foreign i ]

currency was Rs. 131.04 million, Rs. 218.90 million and Rs. 346.4#usual or infrequent events and transactions

million in fiscal 2002, 2003 and 2004 respectively. Other than as described elsewhere in this Letter of offer,
Appreciation of the Indian rupee relative to the currency of of@rticularly in “Management's Discussion and Analysis of Financial
payables can decrease our earnings derived from export reventz€8dition and Results of Operations”, to our knowledge there are
but we have converted our rupee debt obligations into foreiff events th.at may be described as unusual or infrequent events
currency loans, which lower the interest costs and allows us@fl transactions.

hedge on foreign exchange liabilities. Known trends and uncertainties

Interest rate risk Other than as described elsewhere in this Letter of offer,
Over the past years, we have been able to reduce our intepagticularly in “Risk Factors” and “Management’s Discussion and
costs due to the following factors: Analysis of Financial Condition and Results of Operations”, to

our knowledge there are no trends or uncertainties that have or
had or are expected to have a material adverse impact on revenues
* Falling rates of interest in India or income of the Company from continuing operations.

e Reduction in debt levels over the past years

e Better negotiated loan agreements with lenders due Rature relationship between costs and income

improving financial position of the Company Other than as described elsewhere in this Letter of Offer,

e Conversion of rupee debt into foreign currency loans particularly in “Management’s Discussion and Analysis of Financial

Working capital loans are usually linked to the prevailing PrimgOndition and Result; of Qperations”, to our knowledgg there are
Lending Rate (PLR) and Short term interest rate, which is subj&& known .factors W,h'Ch will have a material adve.rse |mp§9t on
to change from time to time. Such changes apply to the Workigi operation and finances of the Company and its subsidiaries,

capital loans with prospective effect as such any upward revisiGhen as & whole.
in PLR / any significant change in short term interest rate c@atal turnover of each industry segment in which the Company
affect the interest cost of the Company. Further, the foreigperates

currency loans raised by the Company are linked to a floatipg, consider sale of steel forging products and revenue generated
London Inter Bank Offered Rate (LIBOR) and are subject i, general engineering activities as reportable segments. See

periodic resets. Any upward revision in the LIBOR can havg,nagement's Discussion and Analysis of Financial Condition
adverse effect on the Interest Cost of the Company. and Results of Operations” on page 42.

Export Obligation New product or business segment

Upto March 31, 2004 we have imported certain equipments §fo than as described elsewhere in this Letter of Offer,

concessional duty undgr Export Promotign Capital Goods (Eecﬁrticularly in “Business’, to our knowledge there are no new
Scheme and have availed duty concessions of Rs. 111..28 m'”@u”siness segments or material new products planned.
As a result we have assumed export obligations, which we are ) i
required to fulfil by fiscal 2011. The consequence of not meetiRfasonality of business
the above commitments would be a retroactive levy of impadur results of operations do not vary substantially from quarter
duty on items previously imported at concessional duty quarter and hence, we do not believe that our business is seasonal
Additionally the respective authorities have rights to levy penaltigs nature.
and / or interest for any defaults on a case-by-case basis. B%ed .

] egendence on single or few customers
on future export plans and past performance, we expect to achievi . ) )
the Export Obligations in the time period as per the flexibilitPther than as described elsewhere in this Letter of Offer,
permitted under the EXIM Policy. particularly in “Risk factors” on page iii, to our knowledge we

have no dependence on a single or few customers and our business
interests are spread across industries and customer segments.
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Competitive conditions

We face competition in all our principal areas of business from Indian and foreign companies. See “Risk factors” on page iv and

“Business” on page 65.
Significant Accounting and Regulatory Changes

Accounting Standard 22 on Deferred Taxes and Accounting Standard 18 on Related Party Transactions was adopted with effect fror
April 1, 2002. Adoption of Accounting Standard 22 resulted in significant increase in amount of income tax provision onoéccount

deferred tax liability arising out of timing difference.
Significant Audit Comments

Auditors’
comments

Note No.
in audit
report

3 As the amount of export incentive entitiements
in the form of ‘Duty Exemption Pass Book
Scheme’ (DEPB) introduced in 1997-98, could
be estimated with considerable accuracy, the
Company had during the year ended 31st
March, 1999, accrued the export entitlements
on the export of goods as against recognizing
the same only on availability of credit. The
income recognized, pending availability of
credit, based on the accounting policy now
adopted by the company in respect of DEPB
entittements aggregates Rs. 66,175,681/- (of
which Rs. 2,690,745/- pertains to the exports
made in the previous year) . As a result the
profit for the year ended on 31st March, 1999
is higher by an equivalent amount.

8 The Company, for the year ended 31st March,
2000 changed its method of absorbing costs in
the determination of the value at which
inventories of WIP and finished goods are
carried in the financial statements, in order
that they are compliant to the method
prescribed by Accounting Standards-2
Valuation of Inventories (Revised) issued by
The Institute of Chartered Accountants of India,
which have been made mandatory from April
1,1999. Consequently, the value of such
inventory had increased by Rs.105,279,956/-
and its consequential impact on the profit for
the year being higher by Rs.91,177,819/- as
compared to previous year.
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Management

comments

This note is only a clarificatory note indicating that the
Company has changed the method of accruing the export
incentives in the year under audit as compared to the
previous year and the impact of such change on the profit
for the year. This is required as per the disclosure
requirements prescribed by The Institute of Chartered
Accountants of India.

This note is only a clarificatory note indicating that the
Company has changed the method of valuing the
Inventories of WIP and finished goods in order to be
compliant with the Mandatory Accounting standard
prescribed by The Institute of Chartered Accountants of
India. The note therefore provides the impact of such change
on the profit for the year. This is required as per the
disclosure requirements prescribed by The Institute of
Chartered Accountants of India.
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9 In line with the Supreme Court’s decision in the
matter of Bharat Earth Movers Ltd. Vs. CIT,
the Company had recognized (from the year
ended 31st March, 2001) the privilege leave
entittement as an accrued liability in the year
of rendering service by the employee as
against the past practice of accounting for the
same in the year of encashment or availment.
As a result, of this change in the method of
recognizing the liability of Privilege leave
entittements, the profit for the year ended on
31st March, 2001 is higher by Rs. 1,333,878/-
which is not considered to have a material
impact on the profit for the year and the liability
in respect of the past years aggregating
Rs. 41,701,479/- had been considered as a
“ prior period adjustment”.

11 In accordance with the legal advice obtained
by the Company on the matter of disputed
claims of interest on Octroi duty, the
company had written back to the profit and
loss account, the unpaid amount of liability
earlier provided for aggregating to
Rs.36,065,066/-, as the said liability is said to
be contingent and disclosed accordingly.

Significant Incidents

As explained in the Management Discussion & Analysis
section, with effect from fiscal 2001, we changed our
system of accounting for the liability for leave encashment
from payment basis to accrual basis.
Accordingly, the charge to Profit & Loss account and
liability at the year end were appropriately calculated using
the actual leave balance and the salary relevant for the
same.
However, since this correction was done for the first time
from fiscal 2001, for the purpose of adjusted profit and
loss account for the Offer Document, we did not have
adequate details in respect of actual leave balances of earlier
year. In view of this, for fiscal 2001, the impact of this
change in the accounting treatment has been shown as extra
ordinary item without making corresponding corrections in
the preceding years. However, the data for fiscal 2001
onwards is consistently in line with the amended system.

The Company had provided an amount towards the interest
on Disputed Octroi duty .The matter was heard and
Hon’ble High Court of Mumbai directed the Company
to pay part of the total amount provided as interest
which was paid/deposited. Subsequently, based on the
legal advice received by the Company on the matter of
disputed claims of interest on Octroi duty , the company
had written back to the profit and loss account, the unpaid
amount of liability earlier provided, the Same being not
payable any further aggregating to Rs.36,065,066/-, as the
said liability is said to be contingent.

An incident took place on February 16, 2004 in the Hammer Shop at Mundhwa Plant of the Company. The failure of a compresseo
air pipe was identified as the primary cause of the incident. Unfortunately, few employees sustained injuries, and two of them
succumbed to injuries. Pursuant to injuries and death caused to certain employees at the Mundhwa Plant, (‘Plant’) a sltieecause

was issued to Mr. G. K. Agarwal as the Occupier of the Plant, asking him to show-cause as to why proceedings shouldated be init
against him for breach of the provisions of Section 7A(2)(a) of the Factories Act, 1948. Mr. Agarwal has appropriatelto réqied

show cause notice. Thereafter, summons have been served on Mr. Agarwal by the court of the Chief Judicial magistrate, Pune. N
amount is ascertainable for this proceeding. This incident caused hammer shop to remain shut for a period of about 3haseks and
since commenced operations. The affected area accounts for less than 10% of the total turnover of the Company and as such, t
impact was not significant. Except for the disruption in the above area, all our manufacturing operations of the Company were

functioning as usual.
Directors & Officers of Liability Insurance

We have purchased a Directors & Officers Liability Insurance for an overall sum Insured of Rs. 100 million to protect toes [Birec
Officers our Company from the legal liability including the cost of defence. The policy covers the liability arising outanf cer
wrongful acts in the insured’s capacity as a director, officer or employee of the Company.

Material Development post audit

While announcing our quarterly audited results for the quarter ended June 30, 2004, we have informed the Stock Exchamges that w
have recently won two major long term contract for material heavy duty diesel engine crank sharp from leading global erfigaterensn
These orders will help us gain entry into global power train business.

Save as stated elsewhere in the Letter of Offer, there is no subsequent development after the date of the Auditor’'s dRepdtt, whi
have a material impact on reserves, profits, earnings per share and book value of the Company.
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OUR INDUSTRY for about 70% of the global auto production, the total market for

The inf i ted in thi tion has b tracted fautomotive forgings is estimated at US $5bn. Since we are present
€ information présented In this section has been extracted rpMye hon_automotive forging segment as well, in our assessment

publicly available documents, which have not been prepared Sir addressable market is larger than US $5bn
independently verified by the Company, the Lead Manager or any '

of their respective affiliates or advisors or the sources referred Y§¢ are one of the largest suppliers of forged parts in the auto
herein. parts industry globally. ThyssenKrupp Automotive Group,

Sumitomo Metal Industries, Japan (along with its joint venture,

In thls. Sectlon,. we have relied on .and referred to mformath ternational Crankshaft, Inc in the US), and American Axles and
regarding the industry and competitors from market resear anufacturing are among the largest players in the industry.

reportg, gnd othgr pgblicly available SOurces. Although we beljg ansmission systems companies such as Dana Corporation and
that this information is reliable, we havg not mdgpendently vgrlfl vinMeritor, also have large captive forging units that they are
the accuracy and completeness O.f the information. We caution Yl?&easingly outsourcing, while themselves focusing on higher value
not to place undue reliance on this data. added activities, such as design of systems and final assembly.
Qver the past few years, the aut_omobile ind_ustry has _becom&ian Forging Industry

increasingly dependent on outsourcing for meeting its requirements

for forged parts. Original Equipment Manufacturers (OEMs) haf mentioned above, the Indian forging industry is an integral part
started increasing their focus on core activities, such as vehfethe Indian auto parts industry. The forging industry supplies
design, research and development, vehicle assembly, marketing f@r@ings ranging from crankshafts, camshafts, connecting rods, axle
brand management while outsourcing nearly 75% of the vehicleP@ms and steering knuckles for the four wheeler industry to kick
auto parts manufacturers, which has opened opportunities for $faters for the motorcycle industry. According to Capitaline, the
auto parts manufacturers. This shift in the automaker’s role fré@i@l capacity of the industry is approximately 800,000 tons per
manufacturing to engineering, conceptualization, designing ad@hum (tpa). The industry structure reveals four broad segments
marketing has redefined the relationship between OEMs a¥ig@ large, medium, small, and tiny. Thus, while the large sector
suppliers and has increased the need for the automakers to dep@Rgists mere 9 units, the medium sector consists 31 units. The
on outsourcing in a cost effective manner. We provide core forggall sector has close to 250 units. No number can, however, be
parts, such as crankshafts, axle beams, steering knuckles RifdfO the tiny sector. The structure indicates that there is maximum
connecting rods to the automobile industry globally. While weompetition and the lowest margins for the units in the small and
provide forgings to non-automobile industries as well, we a8y sector, which are typically involved in making small-sized

predominantly dependent on the automobile industry. products catering primarily to the replacement market. Apart from
these, some auto majors also have their own captive forging plants.

It is, however, pertinent to point out that with the recent moves
The U.S., Canada and Mexico based manufacturers of customeduce vertical integration by automakers and increase outsourcing
impression forgings (Custom impression forging means closed dfeparts, captive plants owned by automobile makers are being
forging where a set of dies with product design carved on it akut down providing better opportunity to the merchant-forging
used to convert the hot steel billet into the forging of the shapgits. Forging plants are primarily small or medium-sized companies.
and design as required by the customer), the segment thatAbeut 40% of them employ between 20 and 99 workers, and
specialize in, reported aggregate sales of about US$ 4bn in 200@re than 75% have less than 250 employees. We are the largest
This includes output from 300 plants of 250 forging companies phayer in the organised segment. The other leading players are
these three countries. Automotive applications at US$1.5Bmtek Auto, Super Forging, Amforge, Ahmednagar Forgings, E L
accounted for 37.5% of total sales, while aerospace applicati¢sge, India Forge and M M Forgings.

came second at 24%. As non-US automobile production accounts

Global Forging Industry
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Table: Indian Forging Industry Overview

Indian Forging Industry - Listed Companies (Figures in Rs. million)
Company Name Finished Goods Sales Export Sales PAT
Bharat Forge Ltd. Steel Forgings, Front Axie Assembly & Comp., 8,669.2 3,331.0 1,249.1

Crankshafts - Finished machine, Crankshafts, Aluminium,
Road Wheel, Engineering Equipment General, Front Axie
Assembly, Couplings, Bar Cutting bandsaw, Material
Handling Equipments, Hydraulic/Machanical Presses,
Engineering Equipment - General Crankshafts, Connecting
rod assemblies, Steering Knuckles

Amtek Auto Ltd. Pivot Arms, CV Joint Bells, Cranks, Torque links, Case 4,122.5 - 424.2
Component
Amforge Industries Ltd. Forgings, Connecting Rods, Wheels - Auto Tractor, 1,481.4 16.7 53.9
Hear Treatment, Files, Components - Tractor Wheel
M M Forgings Ltd. Steel Forgings 831.6 576.0 65.5
Super Auto Forge Ltd. Base Balls-lIron & Steel 635.6 370.8 193.4
Taparia Tools Ltd. Hand Tools - Forged 541.2 - 30.1
India Forge & Drop
Stampings Ltd. Steel Forgings & Steel Assemblies 634.8 13.0 6.5
Krishna Engineering Railway Items, Steel Forgings, Automobile Components, 364.7 - (120.1)
Works Ltd. Tractor Components, Brake Drums, Auto Components -
Others
Micro Forge (India) Ltd. N.A. 269.6 N.A. 114
EL Forge Ltd. Forgings 398.9 N.A. 1.4
BCL Forgings Ltd. Forgings 152.8 - (3.9)

Note : All figures for the year ended March-03, except Bharat Forge and India Forge & Drop Stampings (March 04) Super Auto FargMarch-02) &
Amtek Auto (June-03 - 15 months).Company related data with respect to other tables mentioned in this Letter of Offer have been sourced from the
Auditor's Report. It may be noted that the data presented by'Capitaline Plus" is different from the Audit Report in case of Bharat Forge Limited.
As per Audit Report the net sales, export sales (FOB Value) and PAT of Bharat Forge Limited for fiscal 2004 was Rs. 7,830.98iamj Rs. 3, 224.11
million and Rs. 1,249.07 million respectively.

Source : Capitaline Plus

Competitive Position of India in Auto Parts Industry requirements in India. These suppliers are now attempting to qualify

India has a strong competitive advantage to position itself ad$ 9lobal suppliers.

sourcing partner of choice in the global auto parts industry agaiAstto Component Industry: Comparative Ranking Perception
competitive choices like China and the Philippines. With its highAnalysis of Countries (Asia), 2003

skilled and educated workforce and primarily English-speaki . . . .
engineers and managers, quality conscious manufacturers, a I [ameter India China Thailand Taiwan

cost manufacturing base (high machine tool capability, toolir%_a_IIty of supply _ 1 4 2 3
expertise and local sourcing of raw material), the capability £ility to supply consistent quality 3 4 2 1
handle complete programs spanning parts design, tooliffgice competitiveness 4 1 3
prototyping, parts development and system integration, and linkagesign and engineering capability 1 4 3 2
with the global supply chain, India has the potential to becorBestomer / After sales support 3 4 1 2
the chosen sourcing partner for the global auto parts industxturity of the auto components industry 1 4 2
against competitive choices like China and Philippiljes. In the P&%vernment regulations 4 3 1 2
few months, several global automotive OEMs and Tier 1 compani&gactiveness of the domestic market 2 1 3

have intensified their efforts to procure auto parts from SUppli%ﬁmpliance and transparency 2 4 3 1
in India and China. The Indian industry has sensed an opporturty— -

to prove its expertise in dealing with state-of-the-art automoti\$ urce: Frost & Sullivan

technologies and integrating into the global automotive supply cha@uality of products

either as Tier 2 or 3 suppliers or as value providers throu%h

engineering and software services. A few Indian suppliers h g'a has been ranked top on the parameter of product quality.

. . . . e domestic auto component industry has taken great strides on
started supplying to the OEMs/Tier 1 companies for their Ioc%i?s aspect in the last few years. The entry of vehicle manufactures
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such as Hyundai Motor, General Motors, Ford Motor and VoMo countries such as Thailand and China, where communication
has given an impetus to creating greater quality consciousndgsomes an issue. The current interest in India as an outsourcing
Domestic component firms have been induced to upgrabase for global OEMs can be mainly attributed to the engineering
manufacturing facilities and invest more in research arahd design capabilities of Indian auto component manufacturers.
development. For example, Ford India supplies completely knockede good example of this is Toyota’'s decision to build
down kits of its “lkon” to South Africa and Mexico. This hasmanufacturing facility for auto transmissions in Bangalore. A prime
been possible as domestic suppliers to Ford have achieved quatison for choosing India is its industry’s strength in making high
levels that match global requirements. quality tools and dies.

At present, a majority of component manufacturers have qualMaturity of the Auto Component Industry

certifications such as ISO and QS that has helped them establisfed | 4ian auto component industry is highly matured when
creqibility in the international markets. ACCPfding. to Frost gbompared to countries such as China and Thailand. In the case of
Sullivan, there are currently 337 companies with ISO—QOquia’ there is a clutch of home grown companies that dominated

cert?f?catjon, 193 With. Q5-9000 certifiggtiop, 41 with 'SO,'.MQOJche vehicles market, especially the commercial vehicles, tractors,
certification, and 25 with TS-16949 certification. These certifications,, i utility vehicle, and two-wheeler segments. The major

have helped companies to achieve process improvements.  ,mhonent manufacturers were home grown conglomerates such

The process documentation has helped foreign buyers to eval@atethe Kalyani Group, TVS Group, Rane Group India and
companies based on international parameters and quickly apprAwealgamations Group. Although many of the companies had joint
the supplies. The improvement achieved by the industry in termenture partners, the partnership was mostly restricted to transfer
of quality levels is best reflected by the fact that three companistechnology. With the entry of global auto majors in the mid
that have received Deming’s Award. These are Sundaram Fasterd®80s, the maturity level of Indian manufacturers further improved
Sundaram Clayton, and Sundaram Brake Linings. with global norms being adopted.

Indian manufacturers have also adopted concepts such as Tiotatomparison, the Chinese market was highly protected with

Quality Management (TQM), Total Productivity Managemendwnership of vehicles controlled by the Government. China also

(TPM) and Six Sigma. The concept of quality and qualitgpened up its auto sector for foreign investments much later than
certifications are no more board room jargons, but tools usedlimia. These factors have hindered development of the auto
shop floor to continuously improve quality. Thailand is perceivetbmponent industry in China as there was no incentive to improve
to be closest to India in terms of quality standards. The presepoequality levels. However, with the Chinese economy continuing

of leading vehicle manufacturers such as Toyota Motors and Homolgrow strongly and global Tier | companies setting up production

and auto component manufacturers such as Delphi Automotbases, it will certainly kick start several changes within the industry

Systems and TRW Automotive has helped companies in Thailandking it more competitive. The same is the case with Thailand

to upgrade quality. For Toyota, both India and Thailand atieat has become the global hub for production of pick up trucks

important manufacturing bases in Asia outside Japan. Whéed attracted names such as Delphi, TRW and Denso Corporation.
Thailand supplies the engines required for vehicles manUfaCt‘_Jfﬁgractiveness of the Domestic Market

in India, transmissions requirement is to be fulfilled out of India.

For global OEMs and Tier | companies, India and Thailand offéh€ demand level in the domestic market is another important
opportunities for quality supply of parts. criterion that affects the development of the industry. China has

opened up its auto industry to foreign investment and there is a
rush of companies entering into China through joint ventures. One
Design and engineering capabilities are important for any countfythe major reasons for this rush into China is the rapidly growing
to create a sustained competitive advantage in the global mardlemand for passenger cars brought about by long years of economic
India is ranked at the top in terms of this parameter. Over thmowth. A few years ago, private ownership of automobiles was
years, design and engineering skills have been the intrinsic strerdtfinly restricted. With the removal of these restrictions, the Chinese
of Indian companies although the expenditure on research amatket is expanding at a rapid pace with growth in volumes of
development was fairly limited to large companies. The closesder 50 percent annually. China is likely to be the largest market
economy in the 1980's and early 1990’s required Indian companfes automobiles by 2010.

to design a.nd.produce all the components that were neeqedlrfloﬁontrast India opened up its market to foreign investments in
th.e domestic mdustr.y. Al.though the technology wgs Iack|ng,1§92. Sales of new vehicles in India were more than in China until
wide network of engineering colleges and polytechnics helped l§g9 \while the Indian market continued to grow at a sedate pace,
create a large body of professionals to cater to the need of (tﬂﬁna leapfrogged ahead with car sales crossing the 1 million mark

local companies. The p9°| Of. tallent has helped Indian aL”;102002. In India, on the other hand, car sales remained stagnant at
component manufactures in designing new products at substarg{% 000 units in the FYOL to FYO3 period.

low cost of investments. At present India has a well developed

tooling and casting industry that has achieved success in cateffjed Labor at Low Costs

to the needs of the global market. Fluent English speaking enginegis low cost of labour is another significant strength of the Indian
provides India the necessary competitive advantage when comparg component industry. Components that are highly labour

Design and Engineering Capability
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intensive can be manufactured in India at lower cost primarily dsebsidiaries of global OEMs and Tier | manufacturers such as
to lower wage levels of skilled workers. The cost difference Bord India, Visteon and Delphi Automotive. Second, select Indian
significant throughout the value chain with highly skilled engineecompanies such as Bharat Forge managed to increase exports to
and managers costing significantly lower than their internatiof@EMs and Tier | companies.

counterparts in developed countries such as the United Statesz Ay ¢ syliivan estimates that the largest group of exporters to
comparison of skilled labour costs in Europe and India point f ot of subsidiaries of global OEMs and Tier | companies. In
the wide gap in the labour rates. A skilled person in Europe Gafn3 Ford India saw a sharp rise in exports of CKD units and
earn as much as $29 per hour while skilled labour in India €am.ag,,onents to around US$37.0 million. Delphi Automotive India

low as euro 5 per day. This difference factored in with theg ,qq \ere valued at around US$17 million. It is targeting exports
productivity gaps Stl!| provides an anantage for India that acts Asiih Us $30-35 million in FY04. MICO exported components

strength on the Indian auto parts industry. worth around US $43.5 million in FY03. The company expects
Compliance and Transparency exports to grow at around 20 to 22 per cent in the forecast

India also performs well in the area of compliance and transparef§/iod: higher than the current 18 per cent per annum. Motherson
India’s strength lies in the fact that the country has a wefpUMi'S exports are expected to grow to $135.0 million by FY09.
established legal system. The country provides recourse for leggfi€r9ies Dooray is targeting exports of US $20.0 million in
redress if contracts and agreements are dishonoured. The IngiaR4 Volvo India has plans to export components worth US
legal system uses English as the communication medium. TRROC Million in the next five years.

helps in increasing the comfort level of a potential investor.  Direct exports to the after-market by Indian companies are also
likely to be a growth driver. This has traditionally been the

] ) backbone of India’s exports of auto parts. The international after-
Exports from India have been to two broad categories of custom@figiket has always been a highly attractive market for the Indian
The global Tier-I/OEMs and the after-market. Traditionally, EXporFﬁdustry due to the fact that lower volumes were involved, quality
for after-markets accounted for more than 75%, with about 2594 delivery specifications were not as stringent as OEM
going to the global Tier-I and OEM customers. Over the lastgqgyirements, sourcing and manufacturing technology was not a
years, the share of Tier-/OEM exports has risen substantially &fileria and also since the size of the accessible market was much
today this is closer to 40% for OEM/Tier-l and 60% for aftelyrger than the OEM market. On the whole, the quality requirement
market. The MOU Policy followed by the Ministry of Commercey, the global after-market has always been more stringent than the
under which the new vehicle JVs had to fulfill a mandatory exlo‘?@quirements of the domestic market. Consequently, the parts
obligation, triggered this change in the export structure. As eXPQHaustry has perhaps the highest number of 1SO-9000 and QS-

of fully built vehicles were not very easy, most new vehiclgggg companies in any industry sector in the country.
manufacturers like Ford, Daewoo, General Motors, DaimlerChrysler . . . .
and Fiat set up plants to export auto parts from India to m&efPorts of parts following export of Indian vehicles required to

their export obligations. These exports were largely for their globiTvice these _vehlclels WO“'E_ also be growtrf]f driver. The vehicle
manufacturing operations and not just for the after-market. WHAZUSry in India is also making concerted efforts to export cars,
started, however, as an obligatory requirement soon turned ﬁﬂ[’nmermal vehicles, two-wheelers and tractors to destinations like

circle, with OEM and Tier-I suppliers realizing that India offeref\rica South-East Asia and even Europe. This will also open up

them an excellent sourcing base in view of the extremely capalfiier opportunities for the parts industry to export Indian made
ts in these after-markets. Exports can also follow if Indian

cost competitive and quality conscious parts industry. This led R8" , _
more and more exports being directed to the international OE icles are manufactured or assembled in other countries. Today,
considerable import of parts is taking place into India as CKD/

and Tier-I companies. i . i ;

] ] ~_ SKD kits. These imports are taking place to service the parts
According to Automotive Component Manufacturers Associatiqgquirements of the global vehicle manufacturers who have assembly
of India (“ACMA"), exports of auto parts have increased at gjants in India. Likewise, if some of the Indian vehicle
CAGR of 22%, from Rs 10.3 billion in FY97 to Rs 36 Billion inmanufacturers set up assembly plants in other countries, where
FY03. The share of exports in the industry (organized amgere would be a demand for Indian vehicles, there could be
unorganized) has also grown from 9% in FY97 to 16% in FYO3ypstantial exports of Indian parts to these assembly plants for
According to Frost & Sullivan, in FY03, automotive parts export$anufacturing the vehicles in those countries.
rose by 38.4 percent year-on-year after falling by 7.5 per cent
year on year in FY02. There are two major reasons behind this
rise. First, there has been an increase in exports by domestic

Outlook on Outsourcing from India
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OUR BUSINESS

Brief History and Overview

. . 1991
Brief History
We are the flagship company of the Kalyani Group which has
significant presence primarily in the auto component sector in
India. The following table gives the major companies of the Kalyanj
Group which are engaged in the automotive industry relate
activities. 1996

Name of the Descriptions of End use
Company major products
Bharat Forge Ltd. Automotive Engine and chassig 1997-98
components components for various
such as crankshafts automotive
front axle bean® applications such as
connecting rods, passenger cars, 1999

steering knuckle®tc commercial vehicles, 2000
utility vehicles etc.

Kalyani Brakes Automotive, air and Braking systems in the
hydraulic brake passenger car and two
components. wheeler segments. 2001
Automotive Axles Ltd Axle assemblies Commercial vehicle
applications
1 Crankshafts are engine parts which transmit the power generated in the cylinder through connecting
rod to the main drive of the vehicle. 2002

2 Front axle beam is a chassis component which supports the front two wheels of the vehicle
8 Steering knuckle is also a chassis component and a part of the front axle assembly and does the
operation in the process of steering the vehicle.

We were established in 1961 as Bharat Forge Company Limit&P3
by Dr. Neelakanth Kalyani with our registered office at"13
Elphinstone Road, Khadkee, Pune 411 003. In 1964 the registered
office was transferred to Mundhwa, Pune Cantonment,

engine components like front axle beams and machined
crankshafts

Implementation of a large US$50 million forging
facility upgradation programme by commissioning of
16000 MTs and 6000 MTs Weingarten (Germany)
presses

ISO 9002 accreditation

Technical agreement with Metalart Corporation, Japan
for small forgings and commissioning of 4000 MTs

and 2500 MTs mechanical press lines for small
forgings

Establishment of new machining facilities for
crankshafts, front axle beams and heavy steering
knuckles

QS 9000 accreditation

Implementation of a US$30 million forging facility
expansion programme by commissioning of second
16000 MTs Weingarten (Germany) press and 2500
MTs mechanical press lines

Windmill Division and Investment Division were
vested in BF Utilities Limited vide a Scheme of
Arrangement under Section 391 and 394 of the
Companies Act, 1956

Acquired the order book of Dana Spicer Europe
Limited (Kirkstall Forge Division) and got access to
new customers in Europe and strengthen our presence
in Oil and Gas Sector.

Acquired German operations of Carl Dan Peddinghaus
GmbH & Co., Germany in an asset purchase deal
through our wholly owned subsidiary, CDP Bharat
Forge GmbH

Pune 411 036, Maharashtra, India. We commenced our producfigncan be seen form the table above, we have been enhancing /
in 1966. The name of the Company was subsequently change¢hiQeasing our production capacities from time to time. These

Bharat Forge Limited on April 30, 1986. expansions have been financed through internal accruals, equity
Some of our major milestones are as follows: and debt. For details of our share capital history, please refer to
1961 Incorporation page 12 of this Letter of Offer.

1962 Technical agreement with SIFCO, USA for hammer
forging technology

For year ended March 31, 2004, our revenues were Rs. 8,511.39
million, representing growth of 31.97% over the previous year.
The profit after tax for the same period was Rs. 1,249.07 million,

1966 Start of hammer shop commercial production representing growth of 54.03% over the previous year.
1972 Execution of maiden export order to Greece Main Objects of the Company
1984 Technical agreement with Tokyo Drop Forge, Japathe Company’s main objects as set forth in its Memorandum of

for technology upgradation and quality improvemenissociation,inter-alia, are:

for hammer forgings

e To carry on business as ironmasters, ironfounders,

1985 Entry in the erstwhile USSR market by winning a ironworkers, steel-makers, blast furnace proprietors,
large contract for under carriage components brassfounders and metal makers, refiners and workers generally,

1986 Technical agreement with Jidosha Buhin Kogyo, Japan Shipbuilders and shipwrights, dock and wharf proprietors,
for machining of front axle beams colliery proprietors, ore importers and workers, sandblast

workers, mechanical engineers, electrical engineers,

1990-91 Major breakthrough in the developed markets of
Japan, USA and UK for the critical suspension and
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and asbestos manufacturers, wood and timber merchai&6.1994 Alteration to the objects clause to enable the

joiners, woodworkers, manufacturing chemists, quarry owners, Company to undertake additional activities. For
brick and tile manufacturers, galvanisers, machinists, japanners, details please refer Sub-Clauses 55 and 56 of the
annealers, welders, enamellers, electro and chromium platers, Memorandum of Association, which is available
polishers, painters, warehousemen, storage contractors, garage as “Material Documents for Inspection”

proprietors and oil merchants, and contractors generally. Over the period of time since inception we have increased our

+ To carry on business as manufacturers and repairers of ap¢horized share capital. The last amendment to the authorized
dealers in, forgings, castings, guns, projectiles, plates, boilefgpital was made on March 18, 1995, when the same was
engines, stoves, screws, nails, sewing machines, maching{¥reased from Rs. 700 million to Rs. 900 million.

presses, implements, gears, motor cars, tools and enginee{é

O/grview

products and supplies of all kinds, motor lorries, omnibuses,

coaches, tramcars, locomotives, railway carriages and trucks,
and other vehicles; aeroplanes, seaplanes, airships and other

aircrafts ironmongery and hardware, and wireless goods. | AsHokLeviAnD maTA
e To carry on business as locksmiths, tinsmiths and blacksmit

e« To carry on business as manufacturers of and dealers
nuts, bolts, screws, nails, plugs, latches, fastenings, chai
and similar goods.

e To carry on business as manufacturers, founders and suppl

MOTORS / MARUTI

—»| UNITED STATES
— EUROPE

ASIA &
AUSTRALIA

DANA / ARVIN MERITOR

1
DAILMER CHRYSLER /
RENAULT / VOLVO /
PERKINS / FORD

WUXI / YUCHAI

mOozmywmuo

of, and dealers in, aluminum castings, boxes, fittings, powder,
foil, solder, and aluminum wares of all descriptions.

The Object clause of our Memorandum of Association enables
to undertake our existing activities. Since the present Issue
primarily for expansion and upgradation of our existing facilities?,
no alteration to the Object clause of our Memorandum
Association is required.

\X{s are forging company in India with a customer pool comprising
eading domestic and international automobile and auto component
anufacturers and are one of the technologically advanced
commercial forging companies in India. We supply front axle and
engine components to the leading commercial vehicle manufacturers

Changes in Memorandum of Association in the world. We were the highest in terms of export sales amongst
Since our incorporation, other than the routine increase in fhéto component manufacturers in India last year [Source:

authorized capital of our Company the following changes haféltomotive Component Manufacturers Association of India
been made to our Memorandum of Association,: (*ACMA")]. Our consistent focus on heavy, specialized and

Date

complex forgings has enabled us to cater to the varying needs of

Changes : ; . - . -
9 our customers in various countries. Our ability to deliver consistent

1.5.1980

30.4.1986

13.1.1988

23.1.1992

Alteration to the objects clause to enable thguality of products with an early focus on export market has
Company to undertake additional activities. Fognabled us to be a leading supplier of auto components to leading
details please refer Sub-Clauses 46 to 49 of ti®EMs in the world.

Memorandum of Association, which is availabl

: . Sve started with a clear strategy to cater to the heavy forgin
as “Material Documents for Inspection” e started a ciear sirategy 1o cater 1o e nheavy forging

requirements of various industries. Having established our presence
The name of the Company was changed froi the heavy forging industry, we shifted our focus to providing

“BHARAT FORGE COMPANY LIMITED” to value added fully machined ready to use forged products, which
“BHARAT FORGE LIMITED” effective from provide us better margins and recognition. Having set up the
30.4.1986. machining facilities and having established ourselves in the domestic

Alteration to the objects clause to enable th@arket, we geared ourselves for tapping the large and fast growing
Company to carry on the business in India d¥XPort markets. We now intend to move towards becoming a

abroad of hire purchase finance, leasing argplution provider in both small and heavy forgings.

financing of lease operation of all kinds. For detailgve manufacture wide range of forgings and machined components
please refer Sub-Clause 51 of the Memorandugtimarily for automotive industry. We also provide range of forgings
of Association, which is available as “Materialand machined components for railways, earthmoving, cement, sugar,
Documents for Inspection” steel, coal, ship building and oil field industries. Our facilities are
Alteration to the objects clause to enable th%'s‘? equipped to provide customized general engineering
Company to undertake additional activities. Fofduipments.

details please refer Sub-Clauses 52 to 54 of the

Memorandum of Association, which is available

as “Material Documents for Inspection”
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Over the past years we have invested considerably in settingWp currently serve over 150 customers, both in India and abroad
our infrastructure facilities, which enable us to meet the compliecluding marquee global customers such as Dailmer Chrysler, Arvin
forging needs across industries. Our facilities include two hidheritor, Dana Corporation, Ford, Renault Vehicle Industry etc.
pressure 16,000 MT Weingarten presses and our total forgBesides we have leading Indian automobile and engine manufacturers
capacity is 102,966 MT annually. Besides we also have hke Tata Motors, Ashok Leyand, Cummins, Tata Cummins,
extensive machining facility to manufacture machine crankshaftghindra & Mahindra and Maruti. For the year ended March 31,
and front axles beams of 413,000 units and 374,000 units @803 and March 31, 2004, we had total revenues of Rs. 6,449.55
annum, respectively. Besides we also have our own metallurgicalion and Rs. 8,511.39 million and profit after tax of Rs. 810.90
testing facility. These facilities have enabled us to win confidennogllion and Rs. 1,249.07 million respectively.

of our customers to deliver them the high quality produc@ur Competitive Strengths

consistently.

We believe that we have several competitive strengths that provide

At present we are employing about 2,700 employees, includigg gjgnificant opportunities to grow our business in the forging
around 1,000 engineers of which about 300 are degree holders,i\M&<i  our principal competitive strengths are as follows:
are a company operating from India and we supply auto

components to global Tier | and Original Equipment Manufacturekrge Independent Forging Player

With reference to the automotive industry, Tier | customers af¢ée are forging company in India with a customer pool comprising
manufacturers of assemblies and aggregates which gets installe®f {§ading domestic and international automobile and auto component
the vehicle as a complete system. These assemblies and aggreft@sfacturers and are one of the technologically advanced
are made of various individual auto components. For exampl&@nmercial forging companies in India. We supply front axle and

machined crankshaft is an auto component, whereas an en§R@ne components to the leading commercial vehicle manufacturers
where it is used is a complete system. in the world. We have been in forging industry since 1966. Our

. . . ., early decision to focus on heavy forgings and targeting export
Original Equipment Manufacturers (*OEM") are the producers @i, kets when others in the Indian forging industry focused on

fully assemble(_j vehicles using the various sys_tems mentioned abgyl(a" forgings, has enabled us to become a leading forging company
for e.g. a vehicle manufacturer will use various systems SUChir‘ﬁndia and the world. As of March 31, 2004, we have over 150
engine, braking system, suspension system, seating system effsiomers including over 30 international customers and over 120
We are a beneficiary of the increasing trend towards auto compordmrhestic customers. We believe that our large scale operations
outsourcing as our clients seek high quality auto components giravide us several competitive advantages in executing orders for
competitive cost. The key strengths that differentiate us from aur Indian and international clients:

competitors .include.:_ ] ] *  capability and proven track record in executing large-size orders
*  production facilities recognised by ISO 9002 and QS 9000 \jth total annual revenues in excess of Rs. 1,300 million by

certifications, highly developed engineering capabilities and  effectively utilizing our facilities and skilled resources available
scalable business model enables us to deliver large, complex \yithin the organization:

and critical forging requirements on time and of high quality
standards; :

e our client relationship and project execution model that has
enabled us to build long term relationships with large OEMs flexibility to scale up our operations in structuring the delivery
for whom we seek to provide their increasing requirement of mechanism to effectively meet our clients’ business objectives
forging solutions as also to attract other global OEMS; in a cost-effective manner.

 our ability to develop one stop shop forging solutions fromytegrated facilities with extensive Repository of Tools

our research and development efforts coupled with oeer h h . ted extensively in buildi
delivery expertise at competitive costs enables our clients ger the years we have invested exiensively in buliding up our

reduce the time from placing of the orders to getting thgﬁlcilities. Today, we have diverse production facilities comprising

i ; " f two 16,000 MT Weingarten presses. Besides we also have
deliveries and in turn lower “time to market” of our customer X . .
and %,500 MT to 6,000 tons of Press lines, which enable us to produce

. . . raFticaIIy the entire range of forgings from 0.5 kgs to 350 kgs.
« developed engineering capabilities and scalable business mogde . . .

- . ; ur IT enabled business process comprises of comprehensive
enables us to deliver large, complex forging requirements Aan Aided Designing / Aided Manuf ina/
fime and at high quality standards: omputer Aided Designing C_o_mputer ided Manufacturing

o ‘Computer Aided Engineering facilities and design softwares such
Thus our capabilities enable us to provide end-to-end forgiag UG-II, Catia, Ideas and ProE. We also offer designing, machining,
solutions in diverse and complex areas, including facilities to provideat treatment, all under one roof. Our facilities are 1SO 9002 and
ready to use validated products at competitive cost. Our a@@ 9000 certified, which provide additional comfort to our clients.
component industry expertise and extensive research amger the years we have developed an extensive base of products
development allow us to customize products for our clientdesign and development skills within the Company. We believe
particular needs. Facilities in India allow us to access highly-skilleght our expertise and experience in the industry and particularly
engineering professionals and deliver products on a round-the-clatkautomobile industry forgings has enabled us to implement
and cost-effective basis to all our clients.

recognized image for quality and execution skills with a
premier international client base; and
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complex systems for our clients in a high-quality and cost-effecti&eel Limited. Steel requirements of upto 80% are procured from
manner. Our expertise in automobiles forgings has enabled uuo group companies, Kalyani Carpenter Special Steels Limited
develop customized forgings for our clients at short notice. Vimd Kalyani Steel Limited. We believe that this assures our
have also built the ability to advise our clients on the design @istomers of the reliability of product and supply as well as of
their components, which may reduce its weight, cost and impra@nsistency of products. We also have presence in other auto-
its efficiency. We also have our in-house tool room to repair andmponent segments, which enables us to understand the industry
develop dies. This not only eliminates our dependence on outdsigmds and prepare accordingly. For example our group company,
agencies, but also reduces product development cost and cyaleomotive Axles Limited is into manufacturing of rear axle
time. Thus extensive repertoire of these facilities has helped usagsemblies and Kalyani Brakes is into manufacturing braking
winning our deals while negotiating with our client by enabling usy/stems for passenger cars and utility vehicles.

to offer a short and predictaple produc_t Qesign cycle._ln _orderéqu Business Strategy

further develop advanced skill sets within our organization, we o ) o ]
focus on research and development, through our internal rese&th objective is to be a leader in providing the comprehensive
and development centre. Further single location facility for forgin§@nge of solutions in forging industry to our customers. We intend

also enables us to centralize our operations and thereby def/docus on building long-term client relationships by delivering
economies of scale. innovative, high quality products and solutions and services to our

clients. We intend to continue to invest significantly at our facilities,
in order to develop opportunities in newer markets and newer
We have about 150 customers, both in India and abroad includprgducts as a means of building a competitive advantage.

marquee global customers such as Dailmer Chrysler, Arvin Meritgf jytend to pursue the following strategies aggressively in order
Dana Corporation, Ford, Renault Vehicle Industry etc. Besides yue

’ : : - des Wegrow our business:
have leading Indian automobile and engine manufacturers like Tata® ) ) ) )
Motors, Ashok Leyland, Cummins, Tata Cummins, Mahindra g{l.alntaln and Expand Long-term Client Relationships with large
Mahindra and Maruti. For each of these clients, we are executfi§nts
multiple assignments involving different product specifications. F@e focus on building long-term relationships by offering the entire
the year ended March 31, 2004, the clients providing us revenggsge of forging services. Our business model is based on client
in excess of Rs. 100 million were 18 in number. For each of thesgationships that are established over period of time rather than
clients, we have established significant production capacities di® a project-based execution approach, which enables us to increase
meet their requirements. As a result of this commitment, we belieyg market share with our existing clients by offering new and
that these clients are likely to provide a high level of repeihproved products to these clients, effectively moving up the
business. Further, by working on projects with these clients, @lient value chain. As a consequence of this approach, we have
engineers are consistently exposed to the latest technologies estdblished multi-product relationships with clients such as Dana
manufacturing processes that we are able to leverage to pro@@poration, Arvin Meritor, Mahindra & Mahindra, Tata Motors,
better forging solutions in future. Cummins and Ashok Leyland. We expect to increase the number

We believe that our client relationship and product delivery recd?é Such multi-product client relationships on long-term basis and

has enabled us in developing long term relationships with our laf greby increase our revenue share from such clients in the future.
clients. Some of our domestic customers include Tata MotoF®r the year ended March 31, 2004, the number of clients providing
Ashok Leyland and Maruti. An early focus on export market arfinual revenues in excess of Rs. 100 million was 18, as compared
move to service higher tonnage market, provided us an edge d@e® and 11 for the years ended March 31, 2002 and 2003,
our competitors in tapping global customers across contineff@Spectively.

Some of our global customers include Dana, Ford Motor Compamg-risking through expansion of Geographies and export markets

Arvin Meritor, Dailmer Chrysler, Renault, Caterpillar Perkins, Wuxj o .
and Yuchai. With acquisition of German operations of Carl D);ll:or the year ended March 31, 2002, 73% of our sales comprised

Peddinghaus GmbH & Co., Germany, we intend to get acces o[ domestic saleg. us saleg accoynted for 24% of our total sales
clients like BMW. VW Aud.i, and Genéral Motors. Thus we ha:fopthe same perlqd. As against this, for the year ended March 31,
de-risked oursel\;es from dependence on few cﬁstomers 3004, the domestic sales accounted for 59% of our total sales and
' US sales accounted for only 18% of our total sales. During this
Group leverage period the Company has grown sales to the European region from

Our promoter group has presence in virtually all the major auﬁ%@ to 9% and Asia Pacific (othgr than Ipdia) from 1%.to 14%. In
component segments. This helps us to better understand busiffi§smanner we have substantially de-risked our business model,
dynamics of our customers understand the trends and idenWyich is primarily the result of following two actions:
opportunities. Also most of our inputs are tied up and provided Acquisition of order book from Dana Kirkstall, which enabled
by companies promoted by our promoters. For example strength us to widen our footprints in Europe and strengthen the Oil
of products is key in forging industry, which in turn is dependent & Gas sector business.

on quality of steel. Access to good quality steel, which is approved
by majority of our customers, is procured from our group
companies Kalyani Carpenter Special Steels Limited and Kalyani

Premier Client Base

Entry into Chinese markets by procuring orders from Wuxi
Diesel and subsequently from Yuchai
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We expect the percentage of our revenues that come from Europe companies with complementary product offerings, which can
region to increase in the coming years as a result of our recent make our portfolio more comprehensive and also give us cross-
acquisition of CDP, which was one of the steps taken by us for selling opportunities; and/or

de-risking. We intend to continue with our strategy to expand our
geographic presence either through direct marketing or capacity
acquisition or customer acquisitions.

companies with a good existing customer base and/or strong
sales, marketing and execution capability in specific target
markets.

De-risking through expansion of our segments and products A 5 step in this regard we have already acquired order book from

With a clear thrust on increasing exports, we intend to target n®ana Kirkstall, which enabled us to widen our footprints in Europe
products and new market segments. We currently are one of dnel strengthen the Oil & Gas sector business. In this fiscal, we
leading front axle and engine component manufacturers for @lso acquired German operations of Carl Dan Peddinghaus GmbH
commercial vehicles in the world. Passenger car componé&ntCo., Germany. For details please refer section on “Our
constitute large percentage of the total forging market in the wo8dbsidiary” on page 67 of this Letter of Offer.

and we have just que our debut in this segment. Our core foaﬂﬁ Products

for the near future is on passenger car components, including

chassis components and machined diesel engine crankshafts, wigrsPecialize in manufacturing over 1,500 different range of forgings
require high pressure forgings. and machined components for the automotive, diesel engine,

railway, earthmoving, cement, sugar, steel, coal, ship building and
oilfield industries. We specialize in Closed Die as well as Open

%257

Our technically competent engineers work closely with our
customers to extract the best design and produce cost effective
and quality forgings.

Closed Die Forging Products

/ Closed die forging accounts for more than 90% of our production.
4 In this process, the hot metal is closed around a die consisting
H‘ HH” two halves. This process is used to make smaller forgings requiring
closer tolerance limits like axles, gear blanks, crankshafts, etc. The
process is sometimes referred to as impression die forging. Closed
die forging, which accounts for the majority of forging production,
Share of BFL is a process whereby two dies are brought together and workpiece
undergoes deformation until its enlarged sides touch the die side
walls. Material is deformed in a cavity that allows little or no
Huge growth potential in CV market and untapped escape of excess material, thus placing greater demands on die
Passenger Car Market design. Our Closed Die Forging products can be primarily classified
as Engine Components, Chassis Components and other. These
components include:

Invest in technology and facilities

To me_e_t the increas_ing global d_emand _and tg maintai_q_Oélljigine Components

competitive edge we intend to continue to invest in our facilities.

In this regard we intend setting up additional facilities for heayrankshafts

forgings, small forgings for passenger cars and heavy duty dieg®! are major suppliers of forged and fully finished machined
crankshaft machining. For details of our investment plans pleaggnkshafts in India. Our customer pool for crankshafts comprises
refer “Use of Issue Proceeds” section of this Leter of Offer. of leading automobile and auto component manufacturers in India
Growth through acquisitions as well as internationally. We have capabilities to manufacture a

. . wide variety of crankshafts ranging from single cylinder crankshafts
Our strategy so far has been aimed at organic growth. At ﬂf'é? light duty applications to large 12 cylinder crankshafts for

stage of our business, we believe that a combination of Orgaﬂécavy duty applications like marine, power generation and heavy

and inorganic models will help us continue to grow. Str"’ueg&%nstruction. We have established a track record of supplying

acquisitions would help us in leveraging complementary skills E?gr:kshafts to leading OEM's (“Original Equipment

capture market opportu_nities aS.V_V?” as reo_luce time-to-market n ufacturers”) all over the globe. We currently manufacture
accelerate growth. Typical acquisition candidates would be: crankshafts ranging from 2 kgs to 350 kgs in forged and machined

category.
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Connecting Rods open die forging, the workpiece is not completely confined as it is

We are a major supplier of connecting rods for the diesel engffind shaped by the dies. This process is adopted when the volume
industry, for automobiles as well as power generation applicatiofRduirements are low. Usually open die forging is used for heavy
We currently manufacture forged connecting rods for leading OERf&9INgs. which find application in industrial machinery. Open die
throughout the world. Current range of connecting rods varidéduction is restricted to a few companies in the industry. The

between 2-20 kgs. We propose to install an in-house machinﬂﬁ]en die process is commonly associated with large parts such as
capability for the same. shafts, sleeves and disks, but part weights can range from 5 to

] 500,000 Ib. Most open die forgings are produced on flat dies.
Chassis Components Round swaging dies and V dies also are used in pairs or with a
Front Axle Beams flat die. Operations performed on open die presses include drawing
Ht or reducing the cross-section of an ingot or billet to lengthen

We are a major supplier of axle beams to the world market. Wi . : . .
e U2 i s 75 e o BT g e of ) ot 03
OEM's in Europe and US. We currently manufacture front ax eombinet’:l V\[I)ith forgi’n overga mr;lndrelp:‘or forgig rough-contoured
beams ranging from 50 - 200 kgs in forged and machined conditign, 9ing . ging 9 .
rings. In open die forging, metals are worked above their

Steering Knuckles recrystallisation temperatures. As the process requires repeated
We manufacture fully machined steering knuckles for OEMs ff1anges in workpiece positioning, the workpiece cools during open
Europe and US. We are a major supplier of steering knucklesdig forging below its hot-working or recrystallisation temperature.

marquee OEMSs both in India and in the international market. Wethen must be reheated before forging can continue. For example,

manufacture steering knuckles both in forged and machined condifotee! shaft 2ft in diameter and 24ft long may require four to six
in a range of 2 - 50 kgs. heats before achieving the final forged dimension.

Rocker Arm While Open die forgings division contributes to a small portion of

Wi " fact id f K our revenues, our open die forging division manufactures various
¢ currently manutacture a wide range ol rocker arms r""m\:"Eﬁ)ducts in different industries. We provide our open die forging

from 75 gm to 2-3 kgs for applications ranging from small cars Or range of industries such as sugar industry, steel industry, fan

heavy commercial vehicles. & pump industry, seamless tube industry, cement industry, wind
Other energy sector etc. Our product range includes roller shafts, blooming

Transmission Parts mill rolls, integral flange shaft, wind mill shaft etc.

We manufacture transmission parts for passenger cars and SURK, infrastructure and facilities

used in highly sophisticated manual as well as automateatation Land Area occupied Building Area occupied
transmission. We manufacture a wide variety of parts such as by us (Acres) by us (sg. meters)
input shafts, gears, sleeve transmission counter shafts, output s hwa 87 154 185

ranging from 0.5 kg to 10 kg. Cha ; o
Oil and Gas Products akan 1 75
atara 70 4,678

In year 1998 we forayed in the Global oilfield market. Since o&r
entry we are providing forgings for in the oil & gas segment, withlgaon 97 3,241
products ranging from valves, chokes, casing heads, both in forggsl believe that our above land area is adequate to meet our present
and machined condition. In year 2001, we consolidated our positignwell as the project needs. All the above facilities are located on

as a major component supplier to the global oil and gas indusiid which is owned by us and in respect of which we have clear
after we acquired an order book as a part of purchasing the Dgpas.

Kirkstall order book. We have developed forged valves for high-
pressure applications in the oil industry, and intend to become
leading supplier of components for wellhead applications. Our q@
& Gas facility is API-6A Certified and our production strictlyde
adheres to the API requirements.

e also enjoy sales tax deferral benefits for our Mundhwa unit
der wind power generation Scheme and for Chakan Unit under
93 Package Scheme of Incentives. As a result, we are entitled to
fer sales tax liability to the extent of incentives for 10 years and

payable thereafter in five equal annual instalments.
Open Die Forging Products

Open die forging with hammers and presses is a modern-day
extension of the pre-industrial metalsmith working with a hammer
at the anvil. Open die forging technology is relatively simple. In
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Details of our licensed and installed capacities are as follows:
Licensed and Installed capacities and Production

Class of Goods Unit Licensed Capacity Installed Capacity Production

(@) (© (including jobwork)

2003-04 2002-03 2003-04 2002-03 2003-04 2002-03
()  Steel Forging MT. 102,966 102,966 102,966 102,966 84,130 (d) 69975 (d)
(i) Finished Machined Crankshaft Nos. 400,000 (f) 176,500 245,000 176,500 198,952 129,133
(iii)  Couplings MT. 600 600 600 600 - -
(iv)  Front Axie Assembly & Components Nos. 300,000 (g) 150,000 300,000 150,000 251,184 283,688
(v)  Well Head Assembly and Parts Nos. 5,000 (h) - - - - -
(vi)  Aluminium Road Wheel Nos. 4,000 4,000 4,000 4,000 1,825 556
(vii)  General Engineering Equipments M.T. (b) 1,100 1,100 1,100 1,100 Nos. 23 (e)Nos. 210
(viii) Material Handling Equipments MT. (b) 1,350 1,350 1,350 1,350 - No.
(ix)  Hydraulic & Mechanical Pressess Nos. 250 250 50 50 No. No.
(x)  Bandsaw Machines for cutting Nos. 50 50 50 50 2 () Nos.2
metallic round and square bars
(x)  Front Axe Assembly at Dharwar Nos. (b) 50,000 50,000 - - - -
(xii)  Finished Machined Crankshafts at Chakaos. 180,000 180,000 168,000 168,000 97,260 73,241
(xiii) Front Axe Assembly & Components Nos. 200,000 (i) - 74,000 - 13,248 -
at Chakan

(xiv) Transmission Parts Nos. 3,000,000 (i) - 2,000,000 - 30,447 -
(xv)  Seal Rings, Clamps & Hubs Nos. 50,000 ()) - 7,000 - - -
(xvi) Rocker Arm Assembly Nos. 100,000 (j) - - - - -
(xvii) Bonnets and Key Shafts Nos. 50,000 (j) - 6,000 - - -

(@ Annual Capacity on maximum utilisation basis.
(b) Under Registration with Government Authority.

(©) Since the Company’s installed capacity is dependent on Product mix, which in turn is decided on the basis of actoalsfprodrcts from time
to time, it is not feasible for the Company to give exact installed capacity. The Company has, however, indicated insttiedrcape basis of
year’s Product mix, as certified by the Chairman and Managing Director and being a technical matter accepted by the Auglitecs as

(d) Includes captive consumption 33 387 M.T. (2002-03 - 27,272 M.T.)

(€) Including captive consumption Band Saws 2 Nos (2002-03 - 2 Nos. General Engineering 5 Nos. (2002-03 - Nil)

() Licensed capacity since enhanced from 176,500 Nos. to 400,000 Nos. vide licence no. DIL : 8 (2004) dated February 3, 2004.
(g) Licensed capacity since enhanced from 150,000 Nos. to 300,000 Nos. vide licence no. DIL : 6 (2004) dated February 3, 2004.
(h) Licensed capacity vide acknowledgement no. 2615/SIA/IMO/2003 dated September 15, 2003.

(i) Licensed capacity vide acknowledgement no. 2361/SIA/IMO/2003 dated August 26, 2003.

() Licensed capacity vide acknowledgement no. 2362/SIA/IMO/2003 dated August 26, 2003.
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Details of some of our key equipment and facilities are as followsnachines. We follow world class quality standards. The entire
facility is inter-phased with the CAD-CAM CAE center, thereby

) ) o ensuring high quality Tools & Dies in terms of consistency and
We believe that the key to our technological superiority andpeatability.

international acceptance lies in our forging lines. Our modern forgin%\ .

facilities include two automated 16,000 MT & 6,000 MT Mulle="D/CAE/CAM facility

Weingarten Screw Press lines, which are the most advanced lides engineering centre comprises of advanced computer aided
in the world of forging. design, manufacturing and analysis capabilities, which caters to

Our manufacturing facilities also feature 4,000 MT and 2,500 MRNge of customer needs. Our facilities include state-of-the-art CAD/
lines. The installation of these automated forging lines has enati/CAE infrastructure for 3D modeling, NC tool path generation
the manufacture of precision forging and forgings of 2 to 350 @d FEA analysis as well as Metal flow simulation. We also have

For details of proposed capacity expansion please refer “UseSB?Cia“_SEd softwares for perfqrming desig.n. and .optimizaﬁon,
Issue Proceeds” Section of this Offer Document. generating NC tool paths for high-speed milling, virtual offline
programming of CMM and for crankshafts and Customised

Closed Die Forging Division Facilities

Key Equipment List software for specific applications in-house.

St. Press Type Thrust Our CAE facilities enable us to make Static Analysis, Modal

No.  (Name) Products Analysis, Fatigue (Durability) Analysis, Transient Dynamic

1 16,000 MT Screw (2 Nos.)  Large Front Axle Beams and LargeAnalysis and Harmonic Analysis. The softwares also enable us to
Crankshafts perform Virtual manufacturing, Prediction of Forming Load Energy,

2 6,000 MT Screw Crankshafts and Steering Feasibility study on part manufacturing and Distress analysis.
Knuckles Processing Facility

3 4,000 MT Mech. Engine, suspension and Our processing division comprises of all post heat treatment
transmission components operations like Shot Blasting, Straightening, Magnetic Particle

Inspection, Coining, Finishing Shot Peening and Painting / Rust
preventive applications. With the technology and an objective to
meet world class customer requirements, the division also has online

4. 2,500 MT Mech. (2 Nos.)  Engine suspension and
transmission components

5 6,000 MT Mech. Crankshafts & Steering Knuckles  gauging facilities for Front axle beams, Crankshafts, Steering
Under Installation Knuckles, Connecting rods and Oilfield products. With these

6. 2,500 MT Mech. Engine suspension and systems in place all specific customer requirements are fulfilled.
Under Installation transmission components Our processing facilities have been audited and approved by leading

. automotive manufacturers in India and abroad.
Pneumatic drop Hammer/Upsetters | ) d Testing Facil
. nspection and Testing Facilit
*  Hammers ranging from 2,000 Ibs. to 25,000 Ibs. P ) 9 ) Y .
We follow stringent Quality Control and Assurance practices to

meet required quality standards of our customers. Our quality is
Open Die Forging Division Facilities measured and documented at every stage - right from manufacturing

The production facilities in this division comprise of a Forgh® Shipment. Our dedicated quality control personnel in

System with a 1600 ton integrated hydraulic CNC press lifdetallurgical, Mechanical and Chemical ensure tight control on
Ingots of upto 17 tons can be handled in this facility. inspection and testing of the finished product. We have made
significant investment in buying Metallurgical, Mechanical, Chemical

Machining Facility and FMEA equipments, which ensure higher and consistent level
Our machining facilities are comparable to the leaders in thé quality.

industry. Our crankshaft machining capacity is 413,000 units R€fients

annum and our Front Axle assembly and components machining

capacity is 374,000 units per annum. The facilities are bei
expanded to machine 613,000 crankshafts per year by adding tff® X : s
state of the art machining lines aggregating to a capacity of 200, 4, we ser’ved over 150 clients. Our largest clients include some
crankshafts per annum. Our machining facilities include separQfeth® world's leading auto and auto component manufacturers.

facilities for crankshafts, front axles beams, steering knuckles andf domestic clients include Tata Motors, Ashok Leyland,
machining facilities for Oil and Gas sector. Mahindra & Mahindra, Maruti Udyog, Eicher Motors, Swaraj

. . Mazda, Cummins India and Tata Cummins. Recently we have
Die Shop Facility been mandated to supply transmission parts to Toyota’s global
We have an in-house, state-of-the-art Tool & Die manufacturitig@nsmission parts manufacturing hub near Bangalore in India. Our
facility comprising of CNC milling machine and high speed millinglobal customer include following:

e Upsetters ranging from 4” to 8"

believe that the quality and breadth of our clients distinguishes
drom our Indian competitors. For the year ended March 31,
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North America Europe Asia Client Size
« Arvin Meritor + Daimler Chrysler « Wuxi The table below illustrates the size of our client as measured by
« Dana + Renault e Yuchai revenues:
« Ford « Perkins Engine Company + Toyota Number of clients in

- Ford . . Year ended  Year ended Year ended

+ Dana Automation Spain March 31,  March 31, March 31,
Besides the above marquee customers, we supply forging prodféfsclient revenue 2002 2003 2004
in Oil & Gas sector to companies such as Cameron / COOP&L 25-50 MilliON w....vveeenr.n. 5 8 10
Cameron, PT Kaverner and Energy Equipment RS. 50-75 MillioN weveeroeeeen 4 5 3
Geographic Segmentation Rs. 75-100 million .................. 2 3 1

The table below illustrates the geographical break-up of our sa@wR'S' 100 milion. . .vvvr..-... ° - 18
For the years ended March 31, 2002, 2003, and 2004, our five

largest clients accounted for 50%, 53% and 47% of our revenues.

Fiscal Fiscal Fiscal Fiscal
2001 2002 2003 2004

The following table provides details of products supplied to some

India 81% 73% 55% 59% . .

of our top clients:
USA 18% 24% 28% 18% _ .

Client Country Products
Europe 1% 2% 5% 9% - -

i ) Ashok Leyland India Steering Knuckles, Front Axle Beam,
Australia & Asia Crankshafts, Connecting Rods and
(excluding India) - 1% 12% 14% Gears
Total Sales 100% 100% 100% 100% i China Crankshafts and Connecting Rods
India. For the year ended March 31, 2004, 59% of our sales WaSin Meritor Us Front Axle Beam and Steering

from India. With stricter emission norms and increased thrust on

infrastructure development by the Government of India, the demand Knuckles

for forged products is expected to increase. The Indian automoaE Cummins India Crankshafts and Connecting Rods
industry is growing at a faster rate as compared to the automobilgga Corporation ~ U.S. Front Axle Beam and Steering
markets in developed countries. Knuckles

United StatesFor the year ended March 31, 2004, 18% of o@ales and Marketing
sales was from our U”"?d States custqmers. The US is the BeL}/r target customers are primarily OE manufacturers and we
market for us as the projects for U.S. clients are typically of Iarggntr

size and long duration. In future we also plan to tap the passenger act our sales on direct sales basis, both in domestic and
g ) P P P |ﬁ?ernational market. Having already established strong relationship

car market of U.S. Further we have consolidated our position ir. : .
: L -~ with the leading automobile manufacturers and OE manufacturers
the U.S. market with acquisition of order book from Dana Spicer . : ;
. : . In_India and abroad, our focus is to further strengthen this
Europe by virtue of which we have commenced supplies to Dana .. ) ; .
. relationship and further penetrate to meet their existing and new

Corporation, U.S. >

demand for forged products. Our sales and marketing efforts are

Europe. For the year ended March 31, 2004, 9% of our revengggeted in this direction.

was from Europe. Germany and France were the major contribqu have dedicated sales and marketing teams, separately focused
to our revenues from Europe and is a relatively mature marke 9 » SED y

on domestic market and international markets. In India we have 15

characterized by large projects, similar to the U.S. Our penetratlor]es offices spread across the country. In the international market
in the markets of continental Europe would increase with tRe. P Y- ’

acquisition of German Operations of Carl Dan Peddinghaus Gm 5 have successfu!ly_executed the de-risking mgrketlng strategy,
& Co., Germany. whereby we have eliminated dependence on any single geographical

location, product family or customer. Our combined domestic sales
Australia & Asia excluding IndiaFor the year ended March 31,and international team comprises of 58 personnel, with domestic
2004, 14% of our revenue was from Asia Pacific excluding Indigsam (including at branches) comprising of 42 personnel and
China is the major contributor to our revenues from Asia Pacififternational team comprising of 16 personnel.

excluding India. In the other markets in Asia Pacific eXC|UdmI9U{ing last three fiscals we have added 8, 6 and 4 new export

India, our strategy is to target large engagements and assignmen§ .
2 . ._customers to our customer list.
from the local arms of multinational companies and large national

companies. In Australia, our major customer is CMI Limited (Fofdarketing

Australia). We manufacture forging products which are custom made to meet
the specific requirements of the end customer. As such the
marketing is done on the basis of the strengths in the areas of
technology, manufacturing processes, product superiority and
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accreditations in the form of ISO and QS certifications. In view dhe lower wage cost in India relative to companies in the U.S.
this we do not rely on using any brands as our marketing stratesgyd Europe has historically provided us a significant competitive
advantage. Though the wage cost in India is increasing at a faster
] ] ) rate relative to the United States and Europe, we expect the wage
We use the ‘Kalyani Logo’ in our literature and letterhead for owost differential to remain significant in the foreseeable future.
corporate identity. The said logo was registered in the name ggfyitaneously, the traditional disadvantages faced by India such
Bharat Forge Limited as an “Artistic Work™ under Copyright Actgs paucity of capital and high interest cost are progressively
1957. However in 1990, the said logo was assigned by Usgf@appearing, which give good manufacturing companies a significant
Kalyani Proprietary Private Limited who has agreed to permit B8mpetitive advantage compared to the past. The principal

to use the said logo free of any charge. Further we have appligehpetitive factors that will impact our ability to compete include:
for the mark “BFL” as a label on July 25, 2000, which is awaiting

registration. These marks have been applied for registration if
classes under Trade & Merchandise Marks Act, 1958, to be used product quality and perceived value added;
on the products being manufactured by the Company.

Copyrights and Trademarks

2 ability to supply range of products and scalability;

e scope of services;

Competition « timely deliver of products; and

The principal competitor of the forging industry as far ag
automotive industry applications are concerned is the casting
industry. However, forged products offer several advantages otBfman Resources

cast products. Firstly, forgings are stronger because casting cam@t success depends to a great extent on our ability to recruit,
obtain the strengthening effects of hot and cold working. Castitigin and retain high quality engineering and technical professionals.
defects occur in a variety of forms. Because hot working refinggcordingly, we lay special emphasis to the human resources
grain pattern and imparts high strength, ductility and resistarfe@ction in our organization and as a result we have not had any
properties, forged products are more reliable. Further, forgings sfiékes or lock-outs or any labour disputes for last 20 years. We
manufactured without the added costs for tighter process contigdsieve that our strong brand name, our industry leadership
and inspection that are required for casting. Forgings offer befgeisition, work opportunities and competitive compensation give
response to heat treatment. Castings require close control of melisgsignificant advantage in attracting and retaining our personnel.
and cooling processes because alloy segregation may occur. Wus seek to retain our professional talent through complete
results in non-uniform heat treatment response that can affgetformance and career management as much as through providing
straightness of finished parts. Forgings respond more predictaglyavourable compensation and working environment.

to heat treatment and offer better dimensional stability. Open—qjﬁe table below provides details of our emplovees:

and ring rolling are examples of forging processes that adapt {0 P ployees:
various productions run lengths and enable shortened lead tin®ployee’s qualification Number of employees
Lastly, there are several products that cannot be effectively cast as on March 31, 2004
and have to be used in a forged condition for example Front AYeofessionals:

Beams, Heavy Duty Crankshafts etc. In the Indian automobjle
industry, majority of the passenger car crankshafts are c

sustained ability to offer competitive prices;

uding Engineers, finance & Accounting

products. With higher engine capacities in the passenger Qéqfessmnals and Law graduates 1,023
segment, there is a trend towards using forged crankshafts rat@grerating, Administrative and

than cast products due to the increased pressure that the cramskupgport staff 1,695
required to withstand. The crankshafts used in the commer%l[eu employees 2718

vehicle industry are largely forged products.

The global forgings industry is highly competitive and dynami¢Ve have an elaborate performance management system in place
We compete with a variety of organizations that offer servicdolving goal setting, and periodic reviews involving confirmation

similar to those we offer. Our competitors, besides casting indusiyd Project end reviews in addition to the annual reviews. The
include: review sessions impress upon several aspects of the professionals

. . careers such as career and competency development, financial
*  Global forging companies such as ThyssenKrupp Gerlagh.yardgs and recognition. We endeavour to link careers to

Germany; Sumitomo Metal Industries (Forging Division)esmpetencies, individual preferences and organisational needs. Our

Japan; RABA, Hungary; SIFCO, U.S. and Imatra, Swedegympensation package has a fixed component in line with the

who compete with us in certain segments; industry standards and a variable component linked to the corporate,
* India based forging companies such Amforge, Amtek Autbusiness unit and individual performance.

Ahmednagar Forging in certain smaller variety of forgings

’

' In order to develop customer management competencies, we
«  Forging companies from other low-cost geographies such @nduct employee workshops and personal excellence programs

Hungary, Mexico and Brazil. on communication and conversation skills. For example, presently
we have workshop for teaching German language. We also consider
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the requirements of our large customers while formulating tfecent acquisition of German operations of CDP would enable
manpower and recruitment plan in order to meet our businggeater interaction between our employees with that of CDP Bharat
plan. We have recently signed an agreement with BITS, Pildforge. It will also help us in adopting some of the best practices
under which employees of our Company can pursue a part tioeng employed by CDP and also constantly benchmark against
engineering course. Upon successful completion, the participais practices followed in the developed countries. We believe such
will be awarded B.S.(Mfg. Engg) degree. This will be a three-yeateraction would greatly enhance the capabilities of our employees.
course and the entire expense of the same will be borne by ﬁé@:/ Inputs

Company.

Steel

) ) i The quality of our forged product depends on the quality of the
We recruit professionals from various campuses as well as at latgfal| ,sed as raw material. Steel has been and is the key input

!evgl. We. wsnt.some of the best engineering and managemﬁ{gtal for us since we are predominantly manufacturing forged
institutes in India for entry level recruitment. In order to ma'ma'guto-components made out of steel. Since most of our forged
our. bra}nd Image ar)d attfact the beSt §tuq|ents from campus, Wucts form critical parts of the automobile engine, quality of
maintain relationships with these institutions through campUg.q| is of paramount importance to us and also to our clients.
interactions, joint participation with the institutes in areas of R&ER/Iost of our customers inspect and approve the quality of the

establishment of excellence centres and sponsoring academicsqg | we procure. Also in terms of the percentage of the total cost
cultural events. Lateral recruitment is carried out through refer@l input, steel is the major raw material for us. Cost of Steel
programs, advertisements, web searches and placement agen%%%prisés 54% of our total expenditure

Recruitment

Continuous Quality Improvement

and Research & e procure significant portion of our steel requirements from our
Development

group companies, Kalyani Steel Limited and Kalyani Carpenter

We believe that the quality of our products and processes 8&pecial Steels Limited. The steel supplied by these two companies
integral to our ability to retain and attract customers. Improvememnstitutes more than 75% of our steel procured during any year.
in our quality processes enables our clients to benefit from redu€ed the years ended March 31, 2001, 2002 2003 and 2004, we
costs, on-time delivery, increased productivity and greater reliabiliprocured 79%, 85%, 77% and 80%, respectively of our steel from
We have received ISO 9002 certification for the entire enterpritee two companies, Kalyani Steel Limited and Kalyani Carpenter
and also have received QS 9000 certification. Special Steels Limited. Steel is procured from these two companies
n arm's length basis. We also procure steel from Mahindra Ugine
{eel Company Limited, Steel Authority of India Limited, Tata

yon and Steel Company Limited. We are also looking to procure

and “5-S Program’”. These programs propagate good manufactufi | from other steel manufacturers as well, both in India and
practices such as cleanliness, orderliness, elimination of wadtBioad- To ensure timely supplies of our steel requirement, we
etc. (“5-S Program”). The “Wave Team/Cross Functional Tearf*aC€ orders with four months advance schedule, so that our
helps in pooling of thoughts/ideas to tackle a particular probl er?(;loEs arg not hamglered and W_‘le bc,?n tafke colrrectlve steps
within the organization from multi-faceted angles. The concept Oul, t ?re he any :or‘o lemsf in availability o St?e”. Ou'r major
“Kaizen” motivates employees to think laterally and implemerftPPliers for the steel in last four years were as follows:

As a part of on-going effort to attain continuous qualit
improvement, we employ several on the job quality improveme
initiatives such as “Wave Team/Cross Functional Team”, “KaizeH

productivity improvement / cost saving ideas on a regular basis. In Percentage
Some of our on-going and future R & D projects include: Supplier 2000-01 2001-02 2002-03 2003-04
m  Development of balancing simulation software for passeng¢€alyani Steel Limited 2.08 5.87 9.99 14.63

car crankshafts. Kalyani Carpenter

m  Development of non-micro alloyed nitrogen-bearing steel f@pecial Steels Limited 77.04 7878 67.27 65.10
crankshaft applications. Others 2088 1535 2274 20.27
m  Development of front axle beams using micro alloyed steeko i 100.00 100.00 100.00 100.00

= Setting up of an in-house fatigue testing laboratory in order

to become a “full service supplier” to domestic and glob&lectricity

customers. We have a sanctioned load of 34.197 MW and sanctioned demand
= Carrying out improvements in the process of tooling desighf 15.953 MVA from Maharashtra State Electricity Board

. . . (“MSEB"). This load is adequate to undertake our present

= Improving the manufacturing process to optimise costs alghities. For our proposed expansion plan for which the proceeds

improve productivity. of this Issue would be applied, we have already made the requisite
m  Extensive use of IT and specialised software to expedite #ygplications for the additional load.

speed to development.
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For our factory at Mundhwa, Pune, we receive credit from MSEBverview

equivalent to units generated and supplied to the MSEB grid fy , gien closer to our goal of emerging as a global leader in the
the Wind Farm owned by our group company, BF Utilities Limiteghe, of forged and machined components, we acquired German
(‘BFUL"), as per the agreements dated March 10, 2001 agfo ations of Carl Dan. Peddinghaus GmbH & Co., KG, Germany.
supplementary agreement dated August 29, 2003. The capacity,0f, asset purchase deal in fiscal 2003-04. This acquisition was
this Wind Farm is 18.33 MW. We also have our own Wind Farmj,ne through our wholly owned subsidiary, CDPBF. These
having capacity of 4.2 MW for which we have a similap,orations were acquired from the administrative receiver of CDP,
arrangement with MSEB. which had filed for insolvency in October 2002. While we entered
Technical Know how and Assistance into Memorandum of Understanding for this acquisition in
vember 2003, the business was transferred to CDPBF with

For seeking assistance for the Technical Know-how, Techni%\i? ; . q
Assistance and Services concerning transmission parts and offict from January 01, 2004. CDPBF was incorporated on
products, we have entered into a Technical Know how a &:cember 15, 2003 and has its registered office at Ennepetal,

Assistance Agreement, dated March 31, 2004, with Metaldff'many. With the acquisition of CDP, we have become one of
Corporation, Japan (Metalart) for period of 6 years. For tﬁl&e largest forgmg conglomeratgs in the world. We acquired entlrg
financial year ended March 31, 2004, Metalart earned a Totdfrman operations of CDP in an asset purchase deal. This
Income, Profit before Tax and Profit after Tax of Japanese y%qwsmon will significantly enhance our presence in the European

("JPY") 14.13 billion & JPY 226.82 million and JPY 115.61 milliodnarket and especially in the passenger car segment. Our long term
respectively. aim to be a major player in the passenger car segment with a

) ) broader product profile in the global automotive segment would be
As per the terms of this agreement, Metalart will supply: (Qignificantly enhanced by CDP’s acquisition.
Description of Manufacturing process (ii) Specification of . o
production materials including Die material inputs (iii) SpecificCP: One of the reputed names in the forging industry, was founded

process sheets and Die/Tool designs for 8 product part detailedint839 and is known for its extensive design and engineering
the agreement (iv) Quality control procedure and standard of quafigPailities. CDP has one of the largest forge shops in Germany.

(v) Technology to maintain agreed levels of productivity, eﬁiciencg P has it.s. hgadquarters in Ennepetal near Dusseldorf and .has a
and quality and increase such levels econd facility in Daun. CDP has 790 employees, who continue

) to work with CDPBF.
As per the terms of the agreement Metalart will also depute their . ) - .
technicians on secondment to us, who will be in our full timgDP IS @ major supplier of critical chassis components to marquee

employment, for purpose of implementing the Technical KnofHtomakers like Dailmer Chrysler, BMW, Audi, VW, Volvo and

How and to train our Engineers/Employees. We will also be sendfigers and is known for its customer relationships. CDP provides
our Engineers to Metalart facilities for training. end-to-end solutions based upon its extensive technology, product

i ] o design and product development capabilities.
In consideration of grant of exclusive right by Metalart to us, for

use of Technical Know how in India and for rendering technicacauisition cost and means of Finance

assistance and services, we have agreed to pay Rs. 11.9 Millioe have acquired CDP through CDPBF, including all its assets,
installments, as fees to Metalart. We have also agreed to gagept some real estate not relevant to the operating business for
royalty @ 3% with an annual cap for products covered under tBi29 million and have assumed liabilities only to the tun€ 280
agreement and sold by us based on the annual quantities swoition. Other than the said liabilities we have not assumed any
Royalty is paid on Net Ex Works, Pune Price. Net Ex Worksther liabilities. The details of the total cost of acquisition and the
Pune Price means invoice price of products sold by us in normmgans of financing are as follows:

bonafidg, commercial .tra.nsac.t.ions without any ql.tleducti(.)n exc%p&rticulars Amount
actual (i) sales commission (ii) sales returned (iii) business and € Million
excise taxes on sales, (iv) freight charges on sales (v) cost—ef — _—
standard bought-out components (vi) landed cost of import&@st of Acquisition

components (vii) machined costs and (vii) FOB expenses in CRBACNASE PFiCE .........cccevveevrvereeereererieereseseseaenans 28.00
of Exports. Other cost of purchase, including expenses
Our Subsidiary for acquisition .........c.cocooeiiiiiii 1.00
CDP Bharat Forge GmbH L] = R 29.00
For the purpose of the following paras, reference to CDP indicathgans of Finance o
the German operation of Carl Dan. Peddinghaus GmbH & Co>hareholders (BFL) contribution........................ 6.00
KG, Germany acquired by our subsidiary, CDP Bharat Forglitemnal Accruals of CDP Bharat Forge GnibH 5.00
GmbH (CDPBF). Non-recourse long term debt
From Deutsche Bank AG.......ccccccvviiiinieeniiennns 8.93
From IKB Deutsche Industriebank AG............. 8.19
From Commerzbank AG.......ccccccoviieinieeeninnenns 0.88
TOAl e 29.00

67



WP oho

Note: Product Synergies

1. In case of insufficient internal accruals, the funding would B&oduct-wise revenue stream for us and CDP are as follows:

done by us, for which we have provided to the admi”iStrati‘ﬁoductllndustry Segment BFL CDP BEL+CDP
receiver a bank guarantee fr5 million. - _—
Construction ..........c..eeeeeenen. - 15% 6%

2. CDP has obtained a secured working capital faCiliti%ilways _______________________________ } 5% 204
aggregating€ 10 million from Bank of India and Bank of Commercial Vehicles........... 61% 23% 45%
Baroda, both located at London, in respect of which the.qq| ENGINES rvvvveeeer 18% 6% 13%
Company has agreed to provide a corporate guara”teePéfssenger Cars 8% 51% 26%
required, only in the eventuality of default by CDPBF. Heavy Engineering .............. 5% R 4%

Details of the liabilities assumed by us are as follows: Oil and Gas and Others...... 8% - 4%

Particulars Amount  Total .....ccceevvveeviiieieeeien 100% 100% 100%

€ Million About 51% of CDP’s revenue comes from the Passenger Car
Liabilities for pension of employees 1.70segment, whereas in our case, at present, this segment contributes
0.300nly 8% of our revenue. The CV market accounts for 61% of our
revenue. Thus we believe that we alongwith CDPBF will be well

Liabilities in connection with early retirement liabilities

Liabilities in connection with jubilee payment . diversified with a strong presence in both CV and Passenger Car
(employees who have completed 30 years of service) O.3farkets. CDP is a major supplier of critical chassis components
Total 2.30 to leading automakers and specialize in passenger car and

commercial vehicle components. We believe that there is a huge
potential in this sector and intend to capitalize on CDP’s strength
In addition to an established design and engineering capabilty,generate business. The product and market synergies complement
CDP offers a close proximity to a global customer base. It alsch other completely thereby broadening the customer profile
provides us with a wider market presence, larger product offeringd geographic spread. Our strength in engine components would
deeper penetration into passenger car market and presence f%z omplementary to CDP’s capabilities. We plan to leverage CDP’s
developed country. We alongwith CDPBF expect to derive followingrong customer relationships with its customers for engine
synergies: components business in Europe.

Synergies

Production Synergies Geographical synergies — complementing de-risking strategy

We and CDP together offer wide range of complimentary forgingontinent-wise sales for us and CDP are as follows:

facilities of any weight ranging from 0.5 kg to 350 kg and
combined capacity of approximately 200,000 tons/year prior ?{(oductllndustry Segment BFL copP

our envisaged expansion. There is no repetition in the major forgigja 73% 5%
capacities. This will help both companies avoid repetitive cogg . .. . 18% 16%
and enable higher product focus.
Europe 9% 79%
Weight Range 12,500-
16000 8000 6000 5000 4000 Upto 2500 Lo ] = | 100% 100%
MT MT MT MT MT MT CDP is extremely strong in Europe. Almost 80% of its revenue
BEL - - T comes from marquee European customers. We have commenced
o the exercise of widening our footprints in Europe. CDP’s customers
Existing 2 - 2* - 1 3 are a high potential target customer base that we have already
Proposed 1 - 1 1 - - started working with on identifying supply opportunities. CDP’s
CDP presence will be the springboard for our European growth strategy.

o Similarly, we are strong in the US, India, and China, and have
Existing - 2 - 1 4 2 strong relationships with certain customers that CDP does not
have. CDP will be able to leverage our strength in these markets

and with these customers to offer its products in the global markets,

We have the adyantage of bemg in a low cost pountry Wh”e c cluding India. We alongwith CDPBF will have strong presence in
has technology intensive operations both of which are suitable L North America Europe and Asia which are the largest
certain components respectively. This we believe would lead dBtomotive markets ’in the world

achievement of optimum synergy levels.

* Includes one press each currently under installation
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Leveraging Customers The key objective was to achieve a strong level of team-working,

CDP's marquee customers such as Daimler Chrysler, BMW, AUIﬂY,hiCh enables a smooth flow of information creating an organization

Volkswagen, Volvo offer a significant opportunity to us for engind'@t iS highly responsive to customers need, provides the best
component supply that leverages CDP's strong custo eed To Market capability, and the highest level of customer

relationships. We have been consciously pursuing a de-risking mogajistaction and service. Both companies will benchmark each other

While we believe that the market based de-risking has be0SS @ wide range of areas including cost, productivity, quality,

achieved, the CDP acquisition, will ensure the supply risk is afggeed. technology, and other operational parameters.

eliminated. We currently have over 30 major active customers whilee programme ended successfully and we have moved to the
CDP has 20 to 25 major active customers. We will target CDiext level of a two-way exchange of employees and benchmarking
customers with our product offerings thus creating deepleest practices.

penetration in CDP’s customer segments. Our endeavour to b :

end-to-end solutions provider will be further accelerated with criticafﬁhnmal_ -Summary ) ] )

technologies being absorbed from CDP to build a competitive eddi Provisional unaudited financial summary of CDP Bharat Forge

in developed markets. CDP will continue to focus on Passen§gPbH for the period January - March 2004 (i.e. the first completed

Car Chassis Components. We will focus on Passenger Car EngiH@rter after CDP Bharat Forge became our wholly owned

Components and Heavy Duty Machined Crankshafts. subsidiary)

Integration Particulars Amounts (Rs. million)

We are confident that the CDP acquisition will yield significar§‘5lles and Other Income ...........c..c..... 1,838.22
market, operational, and technological synergies. In order to bBERfit after tax ... 96.86
leverage these synergies to the combined advantage of boguity capital(Euro 5 million) ......... 266.75
organizations it is absolutely essential to have a well StrUCtUTRESEIVES ..........ccceevcveveviieeeiiie e 135.96
integration program with a defined process. We have completeganing per Euro invested (annualized)* 1.45
comprehensive integration program spanning 100 days from Januyggyk \alue Per Euro Invested *....... 151

2004. Both, CDP and us had designated integration process tegms ; - )

K . K . As per German Company law there is no concept of the share capital being
with the key focus areas for integration at the strategic level, subdivided into number of shares each having a specified face value. In view of
integration of Marketing & Customer Strategy, Manufacturing, this the share capital invested by BFL of Euro 5,000,000 is treated as one block
integration of technology & Quality benchmarking, integration of investment. As such the conventional EPS / Book value per share calculation
Purchasing Strategy, integration of Communication and Organisation is not possible. Due to the above we have given Earning per share and Book

= di S f H R S value per share in terms of value per 1 Euro invested.
n and integration man I trat .
an a egration o uma esources ategy **  As on date there are no litigations pending against CDP Bharat Forge GmbH.
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OUR MANAGEMENT

The Company is managed by the Managing Director and Whole-time Directors under the overall supervision of the Board @f Director

Other members of the Board are renowned personalities and having significant expertise in their field and have beemudiivihg co
through their valuable advice and support. The overall management of the Company is vested with the Board of Directang comprisi
persons with industrial, management, legal and administration experience. However the day-to-day affairs are looked afleNby Mr
Kalyani, Managing Director, and Mr. P C Bhalerao, Mr. G K Agarwal and Mr Amit Kalyani, the Whole-time Directors, who hold
substantial powers of management. They are assisted by a team of professionals in the fields of engineering, marketiagd finance
management.

BFL's Board meets with requirements of corporate governance as it consists of 7 Non-executive Directors out of total rklaBirecto
on date, who account for about 64% of the total strength of the Board. Moreover, all Non-executive Directors are Independent
Directors.

The following table sets forth details regarding our Board of Directors.

Director’'s Details Other Directorships

Mr. Babasaheb Neelkanth Kalyani 1. Kalyani Brakes Limited

Designation: Executive Chairman and Managing Director 2. Kalyani Steels Limited

Address: ‘Amit’ 221/A, Kalyani Nagar, Yerawada, Pune 411006 3.  Automotive Axles Limited

Qualification: B.E. (Mech) (Hons.); M.S. (M.L.T.) 4,  The Ugar Sugar Works Limited

Age : 55 years 5. Kalyani Sharp India Limited

Experience : More than 30 years (Director for about 20 years) 6. Hikal Limited

Occupation: Industrialist and Agriculturist 7. Nandi Infrastructure Corridor Enterprises Limited

8. Kalyani Lemmerz Limited

9. Kalyani Carpenter Special Steels Limited
10. Kalyani Carpenter Metal Centres Limited
11. Meritor HVS (India) Limited

12. BF Utilities Limited.

13. True Value Holdings Private Limited

14. Epicentre Technologies Private Limited
15. CDP Bharat Forge GmbH

Mr. Puranam Hayagreeva Ravikumar 1. Eveready Industries Limited
Designation: Non-executive and Independent Director; 2. National Commodity and Derivatives Exchange Limited
ICICI Bank Ltd. Nominee (MD & CEO)

Address: Infinity Park, 602, 6th Floor, 244, Bhandar Gully,
Mahim, Mumbai 400 016.

Qualification: B.Com., CAIIB, AIB (London), Sr.Dip in
French.

Age: 52 years

Experience: More than 25 years

Occupation: Service

Mr. Pratap Bhogilal

Designation: Non-executive and Independent 1. Batliboi Limited

Address: 26, B. G. Kher Marg, Malabar Hill, Mumbai 400 006. 2. Automotive Axles Limited

Age: 87 3. Pramaya Shares and Securities Private Limited
Experience: More than 60 years 4.  Nirbhag Investments Private Limited

Occupation: Industrialist
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Mr. Sharatchandra Shripad Marathe

Designation: Non-executive and Independent

Address: ‘Vinay’, 9, Sahajeevan Housing Society,

Off Ganeshkhind Road, Pune 411 007.

Qualification: B.Sc (Hons), London School of Economics,
London, M.A. (Eco), Mumbai

Age: 81

Experience: More than 55 years

Occupation: Economist

1. Automotive Axles Limited
2 Bajaj Tempo Limited
3 Deepak Fertilizers and Petrochemicals Corporation Limited
4.  Finolex Industries Limited
5 Futura Polyster Limited
6. Kinetic Motors Limited
7. Kirloskar Brothers Limited
8. Larsen & Toubro Limited
9. Mandovi Pellets Limited
10. Sandvik Asia Limited
11. GDA Trustee & Consultancy Private Limited
12. Bajaj Allianz General Insurance Company Private Limited
13. Synise Technologies Private Limited
14. Tata Asset Management Private Limited
15. Pan Gulf Group Limited St. Peter Port, Guernsey, Channel
Islands

Mr. Padmakar Ramchandra Latey

Designation: Non-executive and Independent

Address: Plot 1181/2, Bldg. A, Flat 16, Suryakiran Park,
Shivajinagar, Pune 411 005.

Qualification: B.E.

Age: 74

Experience: More than 50 years

Occupation: Consultant

1. Bihar Sponge Iron Limited
2. U.P. Twiga Fibre Glass Limited

Mr. Anil Dattatraya Rege

Designation: Non-executive and Independent
Address: “RETREAT”, 2A, Bawankhani Lane,

Off K.M.Munshi Marg, Chowpatty, Mumbai 400 007.
Qualification: F.I.I.B., B.Com

Age: 75

Experience: More than 50 years

Occupation: Consultant

1. Sanghvi Movers Limited
2. Kalyani Forge Limited

Mr. Shobhan Madhukant Thakore
Designation: Non-executive

Address: 509, Cumballa Crest, 42-A, G. Deshmukh Marg,

Mumbai 400 026.

Qualification: Solicitor

Age: 56

Experience: More than 30 years
Occupation: Solicitor and Advocate

1.  Alkyl Amines Chemicals Limited.
2. Camphor & Allied Products Limited.
3. Novacell Limited (erstwhile Chinai Chemicals Limited)
4.  Carraro India Limited.
5. Carraro PNH Components (India) Private Limited.
6. RNC Readymix (India) Private Limited
7. Siap Gears India Private Limited

Mr. Sudhakar Dinkar Kulkarni
Designation: Non-executive and Independent

Address: 12, Pushkar, Bhikoba Pathare Marg, Behind Catering

College, Dadar (West), Mumbai 400 028.
Qualification: C.A.

Age: 69

Experience: More than 45 years
Occupation: Company Director

1. Syngenta India Limited
2. \oltas Limited
3. SICOM Capital Management Private Limited
4. Sesa Goa Limited
5. Novartis India Limited
6. Feedback First Urban Infrastructure Development
Company Limited
7. Mastek Limited
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Mr. Gopal Krishan Agarwal 1. BF Utilities Limited
Designation: Executive Director 2. CDP Bharat Forge GmbH
Address: B-7, Varsha Park, Baner Road, Aundh, Pune 411 045.

Qualification: B.E. (Mech.), M.B.A.

Age: 53

Experience : 31 years (Director since 1998)

Occupation: Service

Mr. Prakash Chandrashekhar Bhalerao 1.  Automotive Axles Limited

Designation: Executive Director 2. Mundhwa Investment Limited

Address: B-7, Varsha Park, Baner Road, Aundh, Pune 411 045. 3. Bhalchandra Investment Limited
Qualification: B.E. (Elect.), M.B.A., D.T.M. 4,  Jalkumbhi Investment & Finance Limited
Age: 54 5. Jalkamal Investment & Finance Limited
Experience : 30 years (Director since 1998) 6. Forge Investment Limited

Occupation: Service 7. BF Utilities Limited

8.  Meritor HVS (India) Limited

9. Kalyani Carpenters Special Steel Limited

10. CDP Bharat Forge GmbH

11. Nandi Economic Corridor Enterprises Limited

Mr. Amit Babasaheb Kalyani 1. Kalyani Net Ventures Limited

Designation: Executive Director 2. Bharati Sahakari Bank Limited

Address: ‘Amit’ 221/A, Kalyani Nagar, Yerawada, Pune 411006 3. Nandi Economic Corridor Enterprises Limited
Qualification: B.E. (Mech) 4. CDP Bharat Forge GmbH

Age : 28 years 5.  Epicenter Technologies Private Limited
Experience : More than 4 years 6. True Value Holdings Private Limited

Occupation: Industrialist

B N Kalyani (Chairman & Managing Director) contributions to industry have been recognised through awards

Mr. B.N. Kalyani is the Chairman and Managing Director of Bhar@"d appreciations that he has received from associations such as

Forge Ltd. Born on 7th January, 1949, Mr. Kalyani is a MechanicaiF Foundation in 1991. Mr. Kalyani is the recipient of the

Engineer from the Birla Institute of Technology, Pilani, Fiajasthaﬁ.res“gious Natjonal Press Award: 1995. Also refer section on
He also has an M.S. from the Massachusetts Institute oiur Promoters” on page 83 of this Letter of Offer.

Technology, USA. The Kalyani Group is one of the leading.H. Ravikumar

Industrial Houses in India, having core businesses in Steel apd p 1y Ravikumar, an ICICI Bank Ltd. nominee, is an independent
Steel based products, Forgings and Automotive Components. Mfy o executive director on the Board. He is 52 years old and
Kalyani has represented the Confederation of Indian Industry o< over 25 years of working experience. Mr Ravikumar has done
its various regional committees and is currently a member of tﬁﬁchelors in Commerce and CAIIB, AIB from London. He has

Cll National Council. He also serves on the Board of Kalyals, gone a Diploma in French. Mr Ravikumar also serves on the
Brakes Limited, Kalyani Steels Limited, Automotive Axles leltedBoard of Eveready Industries (India) Limited and also serves as

The Ugar Sugar Works Limited, Kalyani Sharp India Limited, Hikgh,o \janaging Director and Chief Executive Officer of National
Limited, Nandi Infrastructure Corridor Enterprises Limited, Kalyarﬂ?ommodity and Derivatives Exchange Limited.

Lemmerz Limited, Kalyani Carpenter Special Steels Limited,

Kalyani Carpenter Metal Centres Limited, Meritor HVS (Indiaf’ratap Bhogilal

Limited, BF Utilities Limited, CDP Bharat Forge GmbH, TrueMr Pratap Bhogilal, an industrialist with wide experience in
Value Holdings Private Limited and Epicentre Technologies Privatgiustry, is Chairman of the Board of Batliboi Ltd. Born on 25
Limited. October 1916 and has over 60 years of working experience.

Mr. Kalyani is associated with several other institutions. He is th& Bhogilal is an industrialist and also serves on the Boards of
founding Chairman of the Governing Board of the Indian Institufstomotive Axles Limited, Batliboi Limited, Pramaya Shares and
of Management, Indore; Member of the Executive Committee %ec_untles Private L|m|_ted and_Nlrbhag Investments Private Limited.
Maratha Chamber of Commerce and Industry, Pune; MembEg is also a Partner in Bhogilal Leherchand & Sons.

Executive Committee, India Education Initiative; Chairman, Prathasn S Marathe

Pune Education Foundation; and Past Chairman of American Soc'k%ys S Marathe is an economist and a former Secretary, Ministry
of Metals, Pune Chapter. Widely travelled, Mr. Kalyani is alsogf Industry, Government of India. Born on 1 Octobe’r 1922
member of the World Economic Forum, Switzerland. Mr. KalyaniﬁIr Marathé also serves on the boards of Automotive Axleé

72



o

Limited, Bajaj Tempo, Deepak Fertilizers and PetrochemicBl C Bhalerao (Executive Director)

Corporation, Finolex Industries, Futura Polyster Limited, Kinetiﬁlr' P.C. Bhalerao. B.E.. M.B.A. D.T.M.. born on 4 March 1950
Motors, Kirloskar Brothers, Mandovi Pellets, Sandvik Asia Limiteds Eyecutive Direc'tor of’ the Co’mpany _‘%ince April 01, 1998. Mr'.

Larsen & Toubro Limited, GDA Trustee & Consultancy Privatgpajerag also serves on the Boards of Automotive Axles Limited,
Limited, Bajaj Allianz General Insurance Company Private Limiteqy,ndhwa Investment Limited, Bhalchandra Investment Limited,
Synise Technologies Private Limited, Tata TD Waterhouse ASS&h,mbhi Investment & Finance Limited, Jalkamal Investment &
Management Private Limited and Pan Gulf Group Limited Skinance Limited, Forge Investment Limited, BF Utilities Limited,

Peter Port, Guernsey, Channel Islands. Mr.Marathe is a BRgani carpenters Special Steel Limited and Meritor HVS (India)

(Honours) from The London School of Economics, London af§iteq. He has over 30 years of working experience and has been
has done Masters in Economics from Mumbai. He has over ociated with the Company for 17 years.

years of working experience. ) )
Amit Kalyani

PR Latey i . Mr. Amit Kalyani, B.E. (Mech), is son of Mr. B N Kalyani. Born

Mr P R Latey, B.E. was formerly Director General (Technicg, 55 jy1y 1975, Mr. Amit Kalyani joined Bharat Forge with
Development), Ministry of Industry, Government of India. BOrgect from October 24, 1999 as Chief Technology Officer and has
on 22 February 1930, Mr Latey also serves on the Board of Bi@{ o peen instrumental in induction of technology in the Company
Sponge Iron Limited and U.P. Twiga Fibre Glass Limited. He haRg hroviding system support services to the Company’s processes.
over 50 years of working experience. He has also designed and implemented e-commerce strategies and
Anil Rege is contributing significantly in manufacturing, marketing, exports

Mr Anil Rege, F.I.I.B and B.Com, was formerly Executive Directof"d technology upgradation areas in the Company. He has been

of the Bank of India. Born on 1 March 1929, Mr Rege also sen/3ducted on the Board of the Company with effect from May 11,

on the Board of Sanghvi Movers and Kalyani Forge. He has ogeto4 @S an Additional Director and an Executive Director.
50 years of working experience. Mr. Amit Kalyani also serves on the Boards of Kalyani Net

Ventures Limited, Bharati Sahakari Bank Limited, Nandi Economic
S M Thakore Corridor Enterprises Limited, CDP Bharat Forge GmbH, Epicenter
Mr. S.M. Thakore, was a solicitor at a Mumbai based Solicitof€chnologies Private Limited, True Value Holdings Private Limited.
Firm, M/s Bhaishankar Kanga and Girdharlal, who are aldte has over 4 years of working experience.
Solicitors of the Company. He has retired from M/s BhaiShank@bmpensation of Managing Directors / Whole-time Directors
Kanga and Girdharlal with effect from March 31, 2004 and has . . . .
joined as a Partner at Solicitors Firm, AZB & Partners, with N Kalyani (Chairman & Managing Director)
effect from April 01, 2004. Born on 23 July 1947, Mr. Thakorén accordance with a resolution adopted at the annual general
has been on the Board of the Company since 27 June 1986. rivkreting of shareholders held on July 15, 2003, Mr. B N Kalyani
Thakore also serves on the Boards of Alkyl Amines Chemicassentitled to the following:
Limited, Camphor & Allied Products Limited Novacell Limited
(erstwhile Chinai Chemicals Limited), Carraro India Limited, Carraro o ) )
PNH Components (India) Private Limited, RNC Readymix (Indid§ commission based upon the net profits of the Company in

Private Limited and Siap Gears India Private Limited. He has over accordance with overall ceilings laid down in Sections 198
30 years of working experience. and 309 of the Companies Act, 1956

basic salary of Rs. 5.4 million per annum

S D Kulkarni e contributions to provident fund at 12% of his basic salary,

superannuation and gratuity as per the rules of the Compan
Mr S D Kulkarni, a Chartered Accountant by qualification, was P g y P pany

formerly Managing Director and Chief Executive Officer of Larsef ~ Perquisites comprising of house rent allowance, leave travel
& Toubro Limited. Born on 20 September, 1934, Mr Kulkarni ~ concession, medical reimbursement, fees of clubs and personal
joined the Board with effect from 24 July 1999 and holds office accident insurance

as Director. Mr Kulkarni also serves on the Boards of Syngenta fiscal 2004, Mr. Kalyani was paid a total compensation of
India Limited, Voltas Limited, SICOM Capital Management PrivatRs. 26.21 million to and his term expires on March 29, 2008.
Limited, Sesa Goa Limited, Novartis India Limited, Feedback Firﬁt

Urban Infrastructure Development Co. Limited and Mastek Limited.
He has over 45 years of working experience. In accordance with a resolution adopted at the annual general

meeting of shareholders held on July 15. 2003, Mr. P C Bhalerao
is entitled to the following:

C Bhalerao (Executive Director)

G K Agarwal (Executive Director)

Mr G K Agarwal, B.E.(Mech), MBA, is an Executive Director of
the Company since April 01, 1998. Born on 17 February 1951,
Mr Agarwal also serves on the Boards of BF Utilities Limited. H& commission based upon the net profits of the Company in
has over 31 years of working experience and has been associatedaccordance with overall ceilings laid down in Sections 198
with the Company for 28 years. and 309 of the Companies Act, 1956

basic salary of Rs. 2.4 million per annum
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e contributions to provident fund at 12% of his basic salarGorporate Governance

superannuation and gratuity as per the rules of the COMPRQY nave been committed to the principles of good corporate

e perquisites comprising of house rent allowance, leave tragglvernance. We fundamentally believe that good corporate
concession, medical reimbursement, fees of clubs and persguslernance should be an internally driven need and is not to be
accident insurance looked upon as an issue of compliance dictated by statutory

@quirements. The Company’s philosophy on corporate governance

envisages an attainment of the highest level of transparency,

) ] accountability and equity in all facets of its operations and in all

G K Agarwal (Executive Director) interactions with its stake holders including the shareholders,

In accordance with a resolution adopted at the annual gen&@lployees, government and lenders. We believe that all its

meeting of shareholders held on July 15. 2003, Mr. G K Agarwefperations and actions must serve the underlying goal of enhancing

is entitled to the following: overall shareholder value over a sustained period of time and at
the same time protect the interest of stakeholders.

In fiscal 2003, Mr. Bhalerao was paid a total compensation
Rs. 9.72 million and his term expires on March 31, 2008.

e basic salary of Rs. 2.4 million per annum

e commission based upon the net profits of the Company \{\Ae undertake that we are taking all necessary steps to comply

accordance with overall ceilings laid down in Sections 1%'”‘ the Guidelines issued by SEBI in respect of Corporate

and 309 of the Companies Act, 1956 overnance. _ _ o _
e contributions to provident fund at 12% of his basic Salar\?}gngzfir)taggrptg?;tgvzo?/ﬁn;?wrggly:ensgp::g]llyssvilh ?:sl(;eel(l;r:etz The
super;.slr?nuatlon ar?d. gratity as per the rules of the Comp%%ointment of independent directors to our board and constituting
e perquisites comprising of house rent allowance, leave trawglr board committees: the Shareholding/Investor Grievance
concession, medical reimbursement, fees of clubs and pers@@hmittee; and the Audit Committee. The Company has complied

accident insurance with all the requirements of the Listing Agreements with Stock
In fiscal 2003, Mr. Agarwa| was pa|d a total Compensation &Xchanges and regulations and guidelines of SEBI. Further, there is
Rs. 9.69 million and his term expires on March 31, 2008. no penalty/stricture by any statutory authority during the year.
Amit B Kalyani (Executive Director) Members of the Board Committees

In accordance with a resolution passed at the Board Meeting hEl¢ Present members of the above Board Committees are:
on May 11, 2004. Mr. Amit Kalyani is entitled to the following:Shareholders’ / Investors’ Grievances Committee

e basic salary of Rs. 1.8 million per annum The committee specifically looks into redressing complaints of

e commission based upon the net profits of the Company SRareholders and investors such as transfer of shares, non-receipt
accordance with overall ceilings laid down in Sections 194 balance sheet, non-receipt of declared dividends and interest on
and 309 of the Companies Act, 1956 debentures. The Committee comprises of Mr. S.D. Kulkarni

I . . . (Chairman and independent Director), Mr. B.N. Kalyani (Managing
e contributions to provident fund at 12% of his basic Sala%irector) and Mr. P.C. Bhalerao (Executive Director)
superannuation and gratuity as per the rules of the Company T '

- - ALfdit Committee
e perquisites comprising of house rent allowance, leave trave

concession, medical reimbursement, fees of clubs and persédl Audit Committee consists of independent and qualified non-
accident insurance executive Directors. It consists of Mr. S.S Marathe (Chairman and

independent Director), Mr. P.H. Ravikumar (ICICI nominee) and
fir. S D Kulkarni (Independent Director). The Internal Auditor
are M/s Price Waterhouse Coopers.

In fiscal 2004, Mr. Amit Kalyani was paid a total compensatio
of Rs. 0.77 million and his term expires on March 31, 2008.

We have paid sitting fees and commissions to our non-wholeti
directors. Following are the details of compensation paid in financll
year ended March 31, 2004:

e audit committee of Bharat Forge performs the following
ctions:

e overseeing the Company’s financial reporting process and

- P.H.Ravikumar Rs 0.65 million disclosure of financial information to ensure that the financial
- P.Bhogilal Rs 0.42 million statement is correct, sufficient and credible;
- S.S.Marathe Rs 1.13 million e reviewing with management the annual financial statement
- A.CKirloskar Rs 0.92 million before submission to the Board;
- P.R.Latey R<.43 million e reviewing with the management, external and internal auditors,
o the adequacy of internal control systems;
- A.Rege Rs0.43 million o . . .
o e reviewing the adequacy of internal audit function;
- S.M.Thakore R%.63 million ) ) L . _— -
. . e discussing with internal auditors any significant finding and
- S.D.Kulkarni Rs 0.83 million

follow up on such issues;
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e reviewing the findings of any internal investigations by thBetailed terms of appointment of the Chairman and Managing
internal auditors in matters where there is suspected fraudDarector and the Executive Directors are governed under Board
irregularity, or a failure of internal control systems of a materiahd Annual General Meeting resolutions.
nature, and then reporting such matters to the Board;

Shareholding of the Directors

e discussing with external auditor§ before the audit. COMMENGES, Articles of the Company do not require the Chairman and the
on the nature and scope of audit, as well as having post-aydife .1ors to hold any qualification shares. The director’s
discussion to ascertain any area of concern; shareholding as on March 31, 2004 was 210,940 equity shares of

e reviewing any changes in accounting policies or practices the& Company. The details of the shareholding are as follows:
compared to last completed financial year and commenting og; o tor's Share holding in BFL
any deviation from accounting standards;

As on the date of

(including that of their relatives) Book Closure
- . ) . 0

e reviewing d(,atalls of related party transactions exceeding 1 Rr B N Kalyani 179,904
of last year’s turnover; ]

e discussing delays in recovery of dues and steps taken on tIMeIr P H Ravikumar 100
issue: Mr Pratap Bhogilal 15,054

e reviewing the Company’s financial and risk managementMr S S Marathe 1,778
policies; and Mr P R Latey -

e examining the reasons for substantial default in the paymeniir Anil Rege -
to depositors, debenture holders, shareholders (in case of n(K/rI]r

payment of declared dividends) and creditors, if any. S D Kulkami 500
Remuneration Committee Mr S M Thakore 4,550
Bharat Forge Limited does not have a Remuneration Committe(lev.Ir G K Agarwal 655
The Board determines commission payable to DirectorsMr P C Bhalerao 450
Commission to non-executive Directors and performance relategy, o g Kalyani 64.790
bonus to Chairman and Managing Director and Executive Directors

Total 267,781

paid in the form of commission, is disclosed in the above table

Borrowing Powers of the Board

The shareholders vide a resolution pursuant to Section 293(1) (d) of the Companies Act, 1956 approved and delegatedhpowers to t
Board for borrowing up to a sum of Rs.5,000 million over and above the aggregate of the paid-up share capital and free reserves

Interest of the Directors

All Directors of the Company, apart from reimbursement of expenses incurred, receive approved remuneration and benefits from th
Company, and apart from their shareholding in the Company, if any, have no other interests except in respect of the commercia
transactions between the Company, its subsidiaries and other companies in which they are Directors / interested.

The details of the transactions noted in Register under Section 301 pertaining to Contracts in which Directors are igeyested a
hereunder for the Board Meeting.

Name of the Director Name of the Company Date of the \alue(Rs.) Value (Rs.) Description
Meeting (Purchases) (Sales)

Mr. B.N. Kalyani Automotive Axles Ltd. 18May, 2002 - 41,005,356  Houses Forged Half,

Mr. S.S. Marathe Crank Shaft, Knuckles

Mr. P.C. Bhalerao
Mr. Pratap Bhogilal

Mr. Atul C. Kirloskar Kirloskar Oil Engines Ltd. -DO- - 17,000 Con.Rod Shot Peering of C/R

Mr. B.N. Kalyani

Mr. P.C. Bhalerao Kalyani Carpenter Special Steel Ltd. -DO- - 5,675,000 Labour Charges for Forging
of Inserts

Mr. S.S. Marathe Kirloskar Electronic Co. Ltd. -DO- - 335,964 P/MShafts, P/M Bars

Mr. B.N. Kalyani Kalyani Lemmerz Ltd -DO- - 240,000 P/M Shafts

Mr. S.S. Marathe Larsen & Toubro Ltd. -DO- - 296,450 Rod Piston F5

Mr. S.S. Marathe Sandvik Asia Ltd. -DO- 2,048,019 - Inserts, Screws, U/D

Mr. S.D. Kulkarni \oltas Ltd. -DO- 1,159,347 - HSS M/S Tap, Keyway
Broach
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Mr. B.N. Kalyani

Mr. P.C. Bhalerao Kalyani Carpenter Special Steels Ltd. -DO- 380,717,003 Forging Quality Steel

MR. B.N. Kalyani Kalyani Steels Ltd. -DO- 41,460,357 Forging Quality Steel

MR. B.N. Kalyani

Mr. P.C. Bhalerao Kalyani Carpenter Special Steels Ltd. -DO- - 49,973,442 Scrap

Mr. S.S. Marathe Bajaj Tempo Ltd. 20 July, 2002 4,600,000 St. Knukles Rt.

Mr. B.N. Kalyani

Mr. P.C. Bhalerao Kalyani Carpenter Special Steels Ltd. -DO- - 120,000 QUuEnching Tempering

Mr. S.S. Marathe Kirloskar Electronic Co. Ltd. -DO- 86,495 P/M Cut Raw Bar

Mr. B.N. Kalyani Kalyani Breaks Ltd. -DO- 4,512,500 F5 Hub Front

Mr. S.S. Marathe Larsen & Toubro Ltd. -DO- 10,490,100 Crankshafts, BRG Sleeve

Mr. Atul Kirloskar Toyata Kirloskar Ltd. -DO- - 259,510 Shaft Input P/M Gear

Mr. S.S. Marathe Sandvik Asia Ltd. -DO- 1,363,219 - ool Holder, Threading

Mr. S.D. Kulkarni \Voltas Ltd. -DO- 427,107 Bush Broach, HSS M/C Tap,
HSS Spiral

Mr. B.N. Kalyani

Mr. P.C. Bhalerao Kalyani Carpenter Special Steels Ltd -DO- 215,973,061 Forging Quality Steel

Mr. B.N. Kalyani Kalyani Steels Ltd. -DO- 50,891,906 Forging Quality Steel

Mr. B.N. Kalyani

Mr. P.C. Bhalerao Kalyani Carpenter Special Steels Ltd. -DO- - 29,133,067 Scrap

Mr. S.S. Marathe Sandvik Asia Ltd. 9®August, 2002 1,137,923 - Inserts, Boring Bar, Tool
Holder

Mr. B.N. Kalyani

Mr. P.C. Bhalerao Kalyani Carpenter Special Steel Ltd. -DO- 99,509,205 - Forging Quality Steel

Mr. S.S. Marathe Kirloskar Electric Co. -DO- - 41,200 P/M Cut Bar

Mr. B.N. Kalyani

Mr. P.C. Bhalerao Kalyani Carpenter Special Steel Ltd. -DO- 2,634,940 F/M Roll

Mr. B.N. Kalyani Kalyani Steels Ltd. -DO- 9,637,201 - Forging Quality Steel

Mr. B.N. Kalyani

Mr. P.C. Bhalerao Kalyani Carpenter Special Steels Ltd. -DO- 18,839,006 Scrap

Mr. S.S. Marathe Sandvik Asia Ltd. 2Dct, 2002 2,229,012 - Isert, Pencil Hydrogrip

Mr. S.D. Kulkarni \oltas Ltd. -DO- 683,836 Keyway Broach, HSS M/C
Tap

Mr. B.N. Kalyani

Mr. P.C. Bhalerao Kalyani Carpenter Special Steel Ltd. -DO- 223,272,467 Forging Quality Steel

Mr. B.N. Kalyani

Mr. P.C. Bhalerao

Mr. S.S. Marathe

Mr. Pratap Bhogilal Automotive Axles Ltd. -DO- 1,078,100 AxleShaft, Gear

Mr. S.S. Marathe Larsen & Toubro Ltd. -DO- 300,000 P/M Shaft

Mr. S.S. Marathe Kirloskar Electric Co. -DO- - 330,010 P/M Cut Bar

Mr. B.N. Kalyani Kalyani Steels Ltd. -DO- 26,233,605 - Forging Quality Steel

Mr. B.N. Kalyani

Mr. P.C. Bhalerao Kalyani Carpenter Special Steels Limited. -DO- 36,382,299 Scrap

Mr. S.S. Marathe Sandvik Asia Ltd. %5an, 2003 2,019,126 - ‘T" Max U Boring, Insert

Mr. S.D. Kulkarni \Voltas Ltd. -DO- 493,670 HSS Sprial, HSS Tap, Broach

Mr. B.N. Kalyani

Mr. P.C. Bhalerao Kalyani Carpenter Special Steel Limited. -DO- 312,845,836 Forging Quality Steel

Mr. B.N. Kalyani

Mr. P.C. Bhalerao Kalyani Lemmerz Ltd. -DO- 323,000 P/M Shaft

Mr. S.S. Marathe Kirloskar Electric Co. -DO- 20,500 P/M Cut raw Bar

Mr. B.N. Kalyani

Mr. P.C. Bhalerao Kalyani Carpenter Special Steel Ltd. -DO- 3,582,052 F/M Roll

Mr. S.S. Marathe Larsen & Toubro Ltd. -DO- 3,330,750 P/M Roller Shaft

Mr. B.N. Kalyani Kalyani Steels Ltd. -DO- - 372,000 Flange

Mr. G. K. Agarwal Seinumero MTL Ltd. -DO- 39,000 Spindle Wheel

Mr. B.N. Kalyani

Mr. P.C. Bhalerao

Mr. Pratap Bhogilal

Mr.S.S. Marathe Automotive Axles Ltd. -DO- 133,450,571 Spindle, Axle Shaft, H/C
Wheel, Pinlo

Mr. B.N. Kalyani Kalyani Brakes Ltd. -DO- 700,000 HOB

Mr. B.N. Kalyani Kalyani Steels Ltd. -DO- 46,644,781 - Forging Quality Steel
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Mr. B.N. Kalyani

Mr. P.C. Bhalerao Kalyani Carpenter Special Steels Limited. -DO- 58,534,908 Scrap

Mr.S.S. Marathe Sandvik Asia Limited May 5, 2003 3,300,818 - Corogrip Chuck, Insert
Mr.S.S. Marathe Larsen & Toubro Ltd -Do- 1,380,000 Shaft

Mr. S.S. Marathe

Mr. B.N. Kalyani

Mr. .Pratap Bhogilal

Mr .P.C. Bhalerao Automotive Axles Limited -Do- 203,750 P/M Shaft

Mr. S.D. Kulkarni \Voltas Ltd. -Do- 320,468 - HSS M/C Tap, Bush Broach
Mr.B.N. Kalyani

Mr.P.C. Bhalerao Kalyani Carpenter Special Steels Limited -Do- 437,196,813 - Forging Quality Steel
Mr.B.N. Kalyani Kalyani Lemmerz -Do- - 83,000 P/M Shaft

Mr. B.N. Kalyani

Mr. P.C. Bhalerao Kalyani Carpenter Special Steels Limited. -DO- 94,821,085 Scrap

Mr.S.S. Marathe Sandvik Asia Limited 23uly, 2003 3,932,547 - Insert, Holder, A/K. P/S.
Mr.S.D. Kulkarni \bltas Ltd. -Do- 572,321 Broach, HSS M/C Tap
Mr.B.N. Kalyani

Mr.P.C. Bhalerao Kalyani Carpenter Special Steels Limited -Do- 318,365,343 - Forging Quality Steel
Mr.B.N. Kalyani Kalyani Lemmerz -Do- - 947,170 Shaft, Rings & Disc.
Mr. B.N. Kalyani

Mr. P.C. Bhalerao

Mr. Pratap Bhogilal

Mr.S.S. Marathe Automotive Axles Limited -Do- 124,958,126 P/M Shaft

Mr.S.S. Marathe Bajaj Tempo Ltd. -Do- 13,827,280 Stub Axle

Mr. Atul Kirloskar Kirloskar Oil Engines Ltd. -Do- 1,236,152 -

Mr. Atul Kirloskar Bajaj Auto Ltd. -Do- 1,987,020 Crank Shafts

Mr. B.N. Kalyani Kalyani Steels Ltd. -DO- 78,879,605 - Forging Quality Steel
Mr. B.N. Kalyani

Mr.P.C, Bhalerao Kalyani Carpenter Special Steels Limited. -DO- 46,555,008 Scrap

Mr.S.S. Marathe Sandvik Asia Limited 20ct, 2003. 1,680,976 - Insert, A/K. Tool Holder
Mr.B.N. Kalyani

Mr.P.C. Bhalerao Kalyani Carpenter Special Steels Limited -Do- 406,595,906 - Forging Quality Steel
Mr.B.N. Kalyani Kalyani Lemmerz Ltd. -Do- 493,000 Crank Shaft

Mr.S.S. Marathe Larsen & Toubro Ltd -Do- 80,000 Tie Rod

Mr.B.N. Kalyani

Mr.P.C. Bhalerao Kalyani Carpenter Special Steels Limited -Do- 43,295 Crank Shaft

Mr.B.N. Kalyani Kalyani Lemmerz Ltd. -Do- 519,190 Crank Shaft

Mr. Atul Kirloskar Kirloskar Oil Engines Ltd. -Do- 2,882,216 Connecting Rod, Shaft
Mr.B.N. Kalyani

Mr.P.C. Bhalerao

Mr. Pratap Bhogilal

Mr. S.S. Marathe Automotive Axles Ltd. -Do- 2,508,884 Housing Half, Spindle
Mr. B.N. Kalyani Kalyani Steels Ltd. -DO- 118,591,883 - Forging Quality Steel
Mr. B.N. Kalyani

Mr.P.C. Bhalerao Kalyani Carpenter Special Steels Limited. -DO- 77,533,972 Scrap

Mr. S.S. Marathe Larsen & Toubro Ltd. TJan. 2004 390,000 Shaft

Mr. Atul Kirloskar Kirloskar Oil Engines Ltd. -Do- 1,938,367 RA Connecting Rod
Mr. G.K. Agarwal Seinumero MTL Ltd. -Do- 2,196,000 Spindle

Mr. B.N. Kalyani

Mr. P.C. Bhalerao

Mr. Pratap Bhogilal

Mr.S.S. Marathe Automotive Axles Limited -Do- 79,802,680  Housing Half, Spindle
Mr. B.N. Kalyani Kalyani Brakes Ltd. -Do- - 12,180,000  HUB Front

Mr.S.S. Marathe Sandvik Asia Ltd. -Do- 1,708,405 - Insert, Hydro Grip, Slides,
Mr.S.D. Kulkarni \bltas Ltd. -Do- 150,257 Keyway Broach
Mr.B.N. Kalyani

Mr.P.C. Bhalerao Kalyani Carpenter Special Steels Limited -Do- 445,574,851 Forging Quality Steel
Mr. B.N. Kalyani Kalyani Steels Ltd. -DO- 84,289,115 Forging Quality Steel
Mr. B.N. Kalyani

Mr. P.C. Bhalerao Kalyani Carpenter Special Steels Limited. -DO- 72,349,318 Scrap

Mr.B.N. Kalyani Kalyani Lemmerz Ltd. May 11, 2004 755,000 P/M Adaptor

Mr.B.N. Kalyani

Mr.P.C. Bhalerao Kalyani Carpenter Special Steels Limited -Do- 1,308,483 FMRoll
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Mr. Atul Kirloskar Kirloskar Oil Engines Ltd. -Do- 504,380 Rods

Mr.B.N. Kalyani

Mr.P.C. Bhalerao

Mr. Pratap Bhogilal

Mr. S.S. Marathe Automotive Axles Ltd. -Do- 55,119,689  Housing Half

Mr. Atul Kirloskar Toyota Kirloskar Auto Parts Limited -Do- 174,351 Shaft

Mr. S.S. Marathe Sandvik Asia Ltd. -Do- 4,921,003 - Inserts etc.

Mr.B.N. Kalyani

Mr.P.C. Bhalerao Kalyani Carpenter Special Steels Limited -Do- 796,020,389 Forging Quality Steel

Mr. B.N. Kalyani Kalyani Steels Ltd. -DO- 230,625,198 Forging Quality Steel

Mr.B.N. Kalyani

Mr.P.C. Bhalerao Kalyani Carpenter Special Steels Limited -Do- 118,710,000  Sale of scrap

Mr.B.N. Kalyani

Mr.P.C. Bhalerao Sale of Forgings and

Mr.G.K. Agarwal rendering of services

Mr. A.B. Kalyani CDP Bharat Forge GmbH -Do- Rs5,030,094/- by th€ompany

Mr. B.N. Kalyani

Mr. P.C. Bhalerao Kalyani Carpenter Special Steels Limited July 27, 2004 6,932,868/M Rolls

Mr. B.N. Kalyani

Mr. P.C. Bhalerao Kalyani Carpenter Special Steels Limited -Do- 126,940,000Sale of scrap

Mr. S.S. Marathe Larsen & Toubro Limited -Do- 1,620,000  Fin Stock Forging

Mr. S.S. Marathe Sandvik Asia -Do- 1,117133.98 Finish Boring
Unit, Corogrip
chuckandPressure
Screw

Mr. B.N. Kalyani Forging Quality

Mr. P.C. Bhalerao Kalyani Carpenter Special Steels Limited -Do- 237,693,157 Steels / Ingots

Mr. B.N. Kalyani

Mr. P.C. Bhalerao Kalyani Carpenter Special Steels Limited -Do- 1,461,209 Hot Die Steel

Mr. B.N. Kalyani Forging Quality

Mr. P.C. Bhalerao Kalyani Carpenter Special Steels Limited -Do- 251,301,509 Steels / Ingots

Mr. B.N. Kalyani

Mr. P.C. Bhalerao Kalyani Carpenter Special Steels Limited -Do- 1,210,132 Hot Die Steel

Mr. B.N. Kalyani Kalyani Steels Limited -Do- 156,165,656 Forging Quality steels

Mr. S.D. Kulkarni \oltas Limited -Do- 323357.40 Bush Broach &
Keyway Broach

Mr. B.N. Kalyani

Mr. P.C. Bhalerao

Mr. G.K. Agarwal

Mr. Amit Kalyani CDP Bharat Forge GmbH, Germany -Do- 6,742,80 CDP Suspension ARM

AZB & Partners, Advocates and Solicitors, a firm in which Mr. Shobhan Thakore is a partner with effect from April 01, 2804dths
out the legal Due Diligence with respect to this Rights Issue.

All Directors of BFL may be deemed to be interested to the extent of fees, if any, payable to them for attending meedifdysaaf th

or a Committee thereof as well as to the extent of other remuneration, reimbursement of expenses payable to them urzles our Arti
of Association. The Chairman and Managing Director is interested to the extent of remuneration paid to him for servicgésyendere
him. All our directors may also be deemed to be interested to the extent of equity shares held, if any, already held kixginem or
relatives in BFL, or that may be subscribed for and allotted to them, and also to the extent of any dividend payable toatiem an

distributions in respect of the said Equity Shares.
Our directors may also be regarded as interested in the equity shares, if any, held by or that may be subscribed by &mdhallotte
companies, firms and trusts, in which they are interested as directors, members, partners or trustees.

All Directors may be deemed to be interested in the contracts, agreements/arrangements entered into or to be entered into

by us with any company in which they hold Directorships or any partnership firm in which they are partners.

Other than the aforesaid, we have not entered into any contracts, in which our directors are interested, directly or andirectly
payments have been made to them in respect of these contracts, or is proposed to be made, which have been mentioned in Rela
Party Transactions as mentioned below in the Offer Document.
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Compensation of Our Directors for fiscal 2004

Name of Director Sitting Fees Perquisities

B.N. Kalyani NA 10,212,106
P.H. Ravikumar 55,000

P. Bhogilal 25,000

S.S. Marathe 135,000

A.C. Kirloskar 125,000

P.R. Latey 35,000

A. Rege 30,000

S.M. Thakore 35,000

S.D. Kulkarni 35,000

G.K. Agarwal NA 4,687,890
P.C. Bhalerao NA 4,719,292
A.B. Kalyani NA 771,682

Salaries and

(Figures in Rs)

Commission atal
16,000,000 26,212,106
600,000 655,000
400,000 425,000
1,000,000 1,135,000
800,000 925,000
400,000 435,000
400,000 430,000
600,000 635,000
800,000 835,000
5,000,000 9,687,890
5,000,000 9,719,292
- 771,682

1 Joined the Board as an Additional Director and an Executive Director with effect from May 11, 2004.

Changes in Directors in the last three years

Date of Appointment/Cessation

Reason

S. No. Name
FY2002
1. K.G. Vassal
Nominee Director
2. P.M. Ravikumar
Nominee Director
FY2003
1. G. A Nayak
Nominee Director
2. B.N. Kalyani
Managing Director
FY2004

1. P.C. Bhalerao
Executive Director

2. G.K. Agarwal
Executive Director

3.  Atul Kirloskar
Director

4.  Amit B Kalyani
Executive Director

ceased on November 12, 2001

appointed on April 3, 2001

ceased on December 19, 2002

reappointed on March 30, 2003

reappointed on April 1, 2003

reappointed on April 1, 2003

ceased on March 31, 2004

appointed on May 11, 2004
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UTI having withdrawn his nomination

ICICI nomination on the Board

UTI having withdrawn his nomination

Reappointed for a further term of 5 years

Reappointed for a further term of 5 years

Reappointed for a further term of 5 years

Resigned

Appointed as an Additional Director and an
Executive Director for a term of five years.
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Date of Expiration of the term of Current Directors

Name of the Director

Mr. B.N. Kalyani
Mr. P.H. Ravikumar
Mr. Pratap Bhogilal
Mr. S.S. Marathe

Mr.
Mr.

P.R. Latey
Anil Rege

Mr. S.M. Thakore
Mr. S.D. Kulkarni

Nature of Directorship

Whole-time Director
Nominee of ICICI

Director retiring by rotation
Director retiring by rotation
Director retiring by rotation
Director retiring by rotation
Director retiring by rotation
Director retiring by rotation

Date of expiration of term of office
March 29, 2008
Not liable for retirement by rotation

Due for reappointment in the year — 2004
Due for reappointment in the year — 2006
Due for reappointment in the year — 2006
Due for reappointment in the year — 2006
Due for reappointment in the year — 2005
Due for reappointment in the year — 2004
Due for reappointment in the year — 2004

Mr. G.K. Agarwal Whole-time Director
Mr. P.C. Bhalerao Whole-time Director Due for reappointment in the year — 2005
Mr. A.B.Kalyani Whole-time Director May 10, 2009

Our Management Organisation Structure
The organisation structure of the Company is as follows:

Chairman and Managing Directo
Mr. B.N. Kalyani

=

\

v

Executive

Mr. G.K. Acawal

Director

Executive Director
Mr. P.C. Bhalerao

v

v

Executive Directorr
Mr. Amit Kalyani

Executive Vice President
(MCD Projects)
Mr. B. Swaminathan

Executive Vice President
(Corporate Affairs)
Mr. D.R. Moorthy

Executive Vice President
(Legal and Secretarial)

Assogate Vice President

(Materials)
Mr. V.P. Panse

Group CFO
Mr. P.K. Maheshwari Mr. S.S. Seth
Sr.Vice President Sr.Vice President Sr.Vice President Sr.Vice President Sr.Vice President Sr.Vice President Sr.Vice President CFO & Sr.Vice
(Chakan) (MCD Engg.) (CDFD) (Engg.) (Sales) (Exports) President (Finance)
Mr. M.T. Pathak Mr. R. Radhakrishnan Mr. B.P. Kalyani Mr. M.U. Takle Mr. V.K. Jain Mr. S. Tandale Mr. M.N. Deshmukh Mr. S.G. Joglekar
Vice President Vice President
—> (HR) (Legal & Secretary) 4_
Dr. S.V. Bhave Mr. A.S. Nagle
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Key Managerial Personnel

Details of our key managerial personnel other than the Managing Director are as follows:

NAME AGE DESIGNATION QUALIFICATION TOT. EXP. JOIN LAST Total
(YRS.) DATE EMPLOYMENT Remuneration
(Rs.) for
fiscal 2004
AGARWAL G K 52 EXECUTIVE DIRECTOR B.E. (Mech), M.B.A. 31 1111976 G.KW.,, HOWRAH 9,687,890
BHALERAOP C 53 EXECUTIVE DIRECTOR B.E. (Mech), M.B.A., D.T.M. 30 3.3.1987 BHARAT STEEL TUBES [ID., 9,719,292
DELHI
KALYANIAB 28 CHIEF TECHNOLOGY OFFICER B.E. (Mch) 5 2410999 KALYANI STEELS LTD., PUNE 771,682
MOORTHYDR 52 EXECUTIVE VICE PRESIDENT (CORP. AFFAIRS) B.Sc., LL.B 28 29.4.1987 BUCKAU WOLF LTD., PUNE 1,296,606
SETHS S 62  EXECUTIVE VICE PRESIDENT (CORPORATE) B.Com.M.A,, LL.B, A.C.S. 42 20.10981 HINDUSTAN ANTIBIOTICS LTD., 1,288,644
PUNE
MAHESHWARI P K 42 GROUP CHIEF FINANCE OFFICER B.Com.@DM., A.CA. 21 1122003  ESCORTS LIMITED, HARYANA 1,082,627
B.SWAMINATHAN 56 EXECUTIVE VICE PRESIDENT B.E. (Mch) 35 14.4.2003 TOYOTA KIRLOSKAR AUTO 2,717,956
PARTS PVT.LTD., BLORE
RADHAKRISHNAN R 55 SRVICE PRESIDENT (MANUFACTURING) B.E.(Mech) 35 13.3.1995 DECCAN GRANITES LTD., 1,023,852
HYDERABAD
KALYANI B P 41 SR.VICE PRESIDENT (F. M. D.) B.E.(Prod), M.S., M.B.A 19 2.8.1982 - 1,289,111
TAKALEM U 43 SR.VICE PRESIDENT (F. M. D.) B.E.(Mech), M.S., M.B.A 19 2111982 - 1,342,737
JOGLEKAR S G 46 SR.VICE PRESIDENT (FINANCE) B.Com., A C.A. 23 1411999 1,138,058
DESHMUKHM N 54 SR.VICE PRESIDENT (M. C. D, B.E.(Mech) 31 20.12.1976 INTERNATIONAL TRACTOR CO. 1,039,604
(I) LTD., MUMBAI
JAIN VK 56 SR.VICE PRESIDENT (SALES & MKTG.) B.Tech. 36 20.12968 - 946,340
PATHAKM T 46  SR.VICE PRESIDENT (SPECIAL PROJECTS) B.E.(Mech), D.B.M. 25 1.7.2002 EICHER LTD., THANE 1,176,032
TANDALE S.E. 35  SR.VICE PRESIDENT (I. T. D.) B.E.(Mech) 13 1.8.1991 - 1,481,170
NAGLEA S 37 VICE PRESDENT (SECTL & LEGAL) B.Com., LL.B. (Gen), C.S. 14 27.3.2003 FULFORD (INDIA) LTD., MUMBAI 878,898
BHAVE SV (DR) 50  VICE PRESIDENT (H.R.) B.A., MPM., LL.M., Ph.D. 24 7.10.2002 INDIAN ORGANIC CHEMICALS LTD., 798,113
KHOPOLI
PANSE VP 51  AVP(MAERIALS) B.E.(Mettalurgy), DMS 30 1511988 MAZGAON DOCK LTD., MUMBAI 494,184

As per Definition of ‘Relative’, under the Companies Act, 1956, other than Mr. Amit Kalyani, who is a relative of Mr. B NiKalya
none of the above key managerial personnel are relatives of each other or relatives of any of the directors of the Conmgany. All
employees named above are on the rolls of Bharat Forge Limited as permanent employees.

Shareholding of the Key Managerial personnel
The aggregate shareholding of the key managerial personnel as on the date of book closure was 67,614 Equity Shares.

NAME (including that of their relatives) SHAREHOLDING
AGARWAL G K 655
BHALERAO P C 450
KALYANI A B 64,790
MOORTHY D R 184
SETH S S Nil
MAHESHWARI P K Nil
B.SWAMINATHAN Nil
RADHAKRISHNAN R Nil
KALYANI B P 572
TAKALE M U 432
JOGLEKAR S G 200
DESHMUKH M N Nil
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JAIN V K 247
PATHAK M T Nil
TANDALE S.E. 84
NAGLE A S Nil
BHAVE S V (DR) Nil
PANSE VP Nil

Bonus or Profit sharing plan for the Key Managerial Personnel
The Company does not have a performance bonus plan for its key managerial personnel.

Changes in the Key Managerial personnel in the last three years

Following are the changes in Key Managerial Personnel in the last three years (other than superannuation):

Name of the Employee and Last / Current Designation Date of Joining Date of Leaving Reason
Financial Year 2001

No change

Financial Year 2002

No change

Financial Year 2003

D.R.Kurne (AVP — HR) May 11, 2002 Resignation
M.T.Pathak (Sr. VP— Special Projects) July 1, 2002

S.V.Bhave (VP — HR) October 7, 2002

A.S.Nagle (VP (Legal) & Company Secretary) March 27, 2003

Financial Year 2004

B.Swaminathan (EVP) April 14, 2003

P.K.Maheshwari (Group CFO) December 1, 2003

V.Ganpathi (Sr. VP) January 31, 2004 Resignation

The following may be noted with regard to Directors and Key Managerial Personnel of the Company:
e The Key Managerial Personnel are on the rolls of the Company as employees of permanent nature.

e None of the Directors and Key Managerial Personnel have any family relationship between them, except for Mr. A B Kalyani,
who is related to Mr. B N Kalyani, our Chairman and Managing Director

e Except to the extent of nomination of Directors, there is no arrangement or understanding with major shareholders, customers
suppliers or others, pursuant to which any Director or Key Managerial Personnel was selected

e Except as stated in related party transactions, none of the Directors is entitled to any compensation or benefit in Kied from t
Company for their services to the Company. One of our directors, Mr. Shobhan Thakore is also consulted by us in his professiona
capacity as a solicitor and advocate. For these services, we had paid consultancy fees to his firm M/s Bhaishankar Kanga an
Girdharlal of Rs. 40,000 in fiscal 2001.

e None of the Directors and Key Managerial Personnel, have been paid any compensation pursuant to a bonus or profit-sharing
plan.
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OUR PROMOTER No. of Percent
Shares

akrapani Investment and 1,649,750 4.38%
rades Limited

The Company was incorporated on June 19, 1961 and we
commenced business in 1966. We were originally promoted
Kalyani family headed by Dr. Neelkanth Kalyani. Our initial equity

was subscribed by Kalyani family. Surajmukhi Investment and 1,899,490 5.04%
Finance Limited
PROMOTERS AND THEIR BACKGROUND Rajgad Trading Company 132,552 0.35%
Mr. Baba Neelkanth Kalyani Private Limited
Mr. B.N. Kalyani is the Chairman and Managing Director of Bharaf@nhavi Investments Private Limited 443,514 1.18%
Forge Ltd. Mr. Kalyani, 53 was born on January 7, 1949Yusmarg Investment and Trading 164,400 0.44%
Mr. Kalyani is a Mechanical Engineer from the Birla Institute of"fivate Limited
Technology, Pilani, Rajasthan and also has an M.S. from tH@nmarg Investment and 77,600 0.21%
Massachusetts Institute of Technology, USA. Mr. Kalyani hadrading Private Limited
over 30 years of experience in business, and has significantflyani Consultants 65,700 0.17%
contributed to the success of Bharat Forge Limited. He is associafddvate Limited
with Bharat Forge since 1972 and has contributed to the grow@tonacharya Investment and 14,143 0.04%
of the Company to its present position where it is one of thErading Private Limited
leading forging companies in the world. He has led Bharat Forge @onflower Investment and 49,400 0.13%
capturing sizeable global market share for axle components ahihance Private Limited
engine components in the range that the Company manufactur@ampanula Investment and 68,889 0.18%
Please also refer to the section ‘Directors’ on page 70 of thdnance Private Limited
Letter of Offer. Hastinapur Investment and 16,800 0.04%
Other Details of Promoter Trading Private Limited
Dandakaranya Investment and 102,500 0.27%
\Voter ID No.: MT/0042/0246/546457 Trading Private Limited
Driving License No.: MH12/03/445188 Sundaram Trading and Investment 50,000 0.13%
Photograph of the Promoter is given below Private Limited
e Kunal Trading and Investment 29,996 0.08%
il Private Limited
E"f Yashwant Trading and 403,088  1.07%
Investment Private Limited
‘. Gladiola Investments Limited 2,030,100 5.39%
' Mundhwa Investment Limited 49,064 0.13%

The Permanent Account Number (“PAN”), Bank Account No. .
and Passport No. have been submitted to the stock exchangesBlcﬁ'ﬁlk:handra Investr.ne.nt Limited 109,845 0'2?)%
which the rights issue shares are proposed to be listed at the ifge Investment Limited 70,046 0.19%

of filing the Letter of Offer with them. Kalyani Utilities Development Limited 30,267 0.08%
The shares are held by the promoter in Bharat Forge throudRt@! 14,032,274 37.25%
companie_s ovyned/controlled by the promoter. The promoter W have 30 companies within the Group, comprising of 7
shareholding in the Company as on the date of book closure Si&d companies and 23 unlisted companies. We have entered

follows: into certain transactions with these companies for details of
No. of Percent which please refer to para titled "Related Party Transactions"
Shares on page xvi and "Interest of Directors" on page 75 of this
Mr. B N Kalyani 7,204 0.02% Ill_etter .of Offer. Please also ref('ar. to" ?aras titled
Mr B N Kalyanis relatives 172,700 0.45% Comm!'tmentﬁ on behalf / for Subsidiary . Letters of
) ] o Comfort" and "Sponsor Support Arrangement” on page 47,
KSL Holdings Private Limited 4,628,574 12.29% page 47 and page 48, respectively of this Letter of Offer for
Ajinkya Investment and 368,014 0.98% potential impact on our financials.

Trading Pri\{ate Limited The Top 5 Companies of our group (in terms of market
Koyna Trading and 375,000 1.00% capitalization) are as follows:

EVEStme';t lComfanyt d 627 520 1 670/Kalyani Steels Limited
okscomb Investment an , .67% . - .
Finance Private Limited Kalyani Steels Limited was incorporated on February 28, 1973. It

hailend di d 0 is engaged in the business of manufacture of hot rolled carbon and
Shailendra Trading an 396,118 1'05A’alloy steel bars, billets, rounds, squares and various sizes of rolled
Investment Company sections
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The Board of Directors comprise of: Material Notes for Fiscal 2004 in the audit repimtgr-alia, include:
B.N. Kalyani Chairman 1. Contingent liabilities not provided for as on March 31, 2004
A.B. Kalyani Director amounted to Rs.203.37 million.

S.S. Hiremath Director 2. Estimated amount of Contracts remaining to be executed on
S.M. Kheny Director Capital Account and not provided for (Net of advances)
Ajeet Prasad UTI Nominee amounted to Rs. 80.48 million.

C.G. Patankar Executive Director Quotes for last six months at BSE

Suresh Pandey Whole-time Director (Technical) Month High (Rs) Low (Rs)

B.B. Hattarki Whole-time Director January 2004 88.35 52.00

The shareholding pattern of the company as on June 30, 2004F'@oruary 2004 58.85 46.15

as follows: ~ March 2004 53.50 31.50
Name No. thgll:r%? Sharehold(lcyrl? April 2004 55 10 41.00

Rs 10 each May 2004 50.00 29.20

Indian Promoters 23,103,068 54.938 June 2004 41.75 32.10
Mutual Funds and UTI 1,356,214 3.225Stock Market Data:

Banks, Financial Institutions, Name of Stock Exchange(s) where Listed BSE, PSE
Insurance Companies 2,071,082 4.92%igh/ Low price in the last 6 months (Rs.) 88.35 / 29.20
FlIIS 110,000 0.262 Market price as on July 16, 2004 (Rs.) 46.5
Private Corporate Bodies 5,966,261 14.18Market capitalization as on July 16, 2004 1,960.4
Indian Public 9,260,523 22.021 (Rs in million)

NRIS/OCBs 185,912 0.442 (Prices as on BSE)

Total 42,053,060 100.00 Kalyani Brakes Limited

The financial performance for the last three years is as followdalyani Brakes Limited was incorporated as a Private Limited
Company called Kalyani Brakes Private Limited on May 25, 1982.
Year ended March 31

Subsequently, it was converted into a public limited Company on
2002 2003 2004* November 24, 1982 and its name changed to Kalyani Brakes

(in Rs. million except per share datay Limited. Kalyani Brakes Limited is a joint venture between Kalyani

eels Limited and its associates and Robert Bosch Corporation,

Sales and other Income 2/485.81 3,609.32 5454, A. It is engaged in the business of manufacturing and marketing
Profit after tax 37.20 56.18 119.660f brakes and brake aggregates.

Equity Capital 300.91 300.91 420.91The Board of Directors comprise of:

Reserves 2,325.65 2,401.38 1876.42 B.N.Kalyani Chairman

Earnings per share Albert Hieronimus Director

(of Rs.10- each) 0.76 1.78 2.82 V.K.Viswanathan Director

Book Value per share Johannes Schaefer Director

(of Rs.10 each) 89.63 90.35 57.36 Sanjay Vaidya Director

*after giving effect to the Scheme of Arrangement between KalyanHans-Michael Huber Director

Ferrous Industries Limited and the Company. Satish Sekhri Managing Director
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The shareholding pattern of the company as on June 30, 200Qistes for last six months at BSE

as follows: Month High (Rs) Low (Rs)
Name No. of Shares Shareholding W m mo
held of (%)

Rs 10 each February 2004 500.00 381.25
Indian Promoters 4,158,600 40.00March 2004 471.00 311.45
Foreign Promoters 4,158,600 40.00APril 2004 436.00 335.00
Mutual Funds and UTI 13,212 0.13May 2004 406.95 323.15
Banks, Financial Institutions, June 2004 385.00 326.60
Insurance Companies 200,000 1.93tock Market Data:
Private Corporate Bodies 716,430 6.89ame of Stock Exchange(s) where Listed NSE, BSE, PSE
Indian Public 1,024,756 9.86High/ Low price in the last 6 months (Rs.) 595.00 / 311.45
NRIs/OCBs 124,902 1.20 Market price as on July 16, 2004 (Rs.) 357.95
Total MO Wgo Market capitalization as on July 16, 2004 3,722.7

éRs in million)
(Prices as on BSE)

The financial performance for the last three years is as follow:
Year ended March 31
HIKAL Limited

2002 2003 2004
HIKAL Limited was incorporated on July 8, 1988. It is engaged

(in Rs. million except per share data) . . : i
in the business of manufacture and marketing of chemicals,
1,939.31 2,528.38

31469-5ﬂ'termediates, dyes, pharmaceuticals and pesticides.

Sales and other Income

Profit after tax 124.36  157.67  264.54 The Board of Directors comprise of:
Equity Capital 103.97 103.97 103.97 B.N.Kalyani Chairman
Reserves 560.41  527.06 650.85 jai.Hiremath Vice Chairman & Managing Director

Earnings per share

(of Rs.10- each) 12.00 15.00 25.44 . .
Mrs. Sugandha Hiremath Director

Sameer Hiremath Executive Director

Book Value per share

(of Rs.10 each) 63.90  60.70 72.60 P- V. Mehta Director
Material Notes for the Fiscal 2004 in the audit report, inter- S+ M. Kheny Director
alia, include: K. K. Unni Director
1. Contingent liabilities not provided for as on March 31, 2004B. K. Raizada Director

amounted to Rs.94.07 million. The shareholding pattern of the Company as on June 30, 2004 i

2. A demand had been raised by the Central Excise authoritasfollows:
to levy duty of Rs. 56.36 million and penalty upto the samg 4

) . . No. of ®ares
amount and interest amount, which could not be ascertained.

Shareholding

held of %
The demand relates mainly to the issue of valuation of goods Rs 10 each )
sent on stock transfer basis to Company’s other units fer—
captive consumption. The Hon’ble Customs, Excise and Gol@dian Promoters 11,281,339 74.81
(Control) Appellate Tribunal (CEGAT) has passed an ordefiutual Funds and UTI 114,291 0.76
confirming a demand of Rs.3.33 million, which was paid an% . . o
3 . . ; anks, Financial Institutions,
adjusted against the Cenvat credit available to the Comparms urance Companies 209 0.00
The balance amount of the demand of Rs. 53.02 million P '
alongwith interest and penalty was set aside by the CEGAFIIS 1,223,345 8.11
The Department has filed an appeal before the Supreme Copffyate Corporate Bodies 195,209 1.29
against the said order of CEGAT, which is pending. . .
) o Indian Public 1,440,582 9.55
3. Estimated amount of Contracts remaining to be executed orh ISIOCB 28,658 0.19
Capital Account and not provided for (Net of advancess\I S S ' :
amounted to Rs. 32.32 million. Any other 796,267 5.28
Total 15,080,100 100
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The financial performance for the last three years is as followShe shareholding pattern of the company as on June 30, 2004 is
Year ended March 31 as follows:

2002 2003 2004 Name No. of ®ares  Shareholding
- » held of (%)
(in Rs. million except per share data) Rs. 5 each
Sales and other Income 1,166.25 1,356.68 1’635'2ﬁ1dian Promoters 18 439,658 T 4895
Profit after tax 198.68 23295  277.19 Mytual Funds and UTI 1,482,598 3.94
Equity Capital 100.53 100.53 150.80 Banks, Financial Institutions,
Reserves 447.60 508.29 868.44 Insurance Companies 6,036,641 16.03
Earni FlIS 764 -
arnings per share ) .
(Of Rs.10- each) 19.77 23.18 18.38 Private Corporate Bodies 4,894,656 12.99
Book Value per share Indian Public 6,768,873 17.97
(of Rs.10 each) 54.52 60.56 67.59 NRIs/OCBs/Foreign Nationals 40,013 0.11
Material Notes for fiscal 2004 in the audit report, inter-alia, Any other _4’425 _0'01
include: Total 37,667,628 100.00
1. Contingent liabilities not provided for as on March 31, 200hhe financial performance for the last three years is as follows:
amounted to Rs.169.69 million. Year ended September 30
2. Estimated amount of Contracts remaining to be executed on 2001 2002 2003

Capital Account and not provided for (Net of advances)

- (in Rs. million except per share data)
amounted to Rs. 24.89 million.

) Sales and other Income 64.99 204.72 183.13
Quotes for last six months at BSE i
- Profit after tax 0.15 19.20 (20.49)
Month High (Rs) Low (Rs) ) )
—_— E—— e Equity Capital 188.34 188.34 188.34
January 2004 357.00 296.10
Reserves 1,908.85 1,932.92 1,910.61
February 2004 335.00 288.90 i
Earnings per share
March 2004 349.95 28050 (of Rs.5 each) 0.004 051  (1.04)
April 2004 355.00 312.10 Book Value per share
May 2004 333.00 250.65 (of Rs.5 each) 55.676 56.315 55.723
June 2004 319.00 255.05 Material Notes for the year ended September 30, 2003 in the

Stock Market Data: audit report, inter-alia, include:

Name of Stock Exchange(s) where Listed BSE, NSEl' Contingent liabilities not provided for as on September 30,

2003 amounted to Rs.455 million.
High/ Low price in the last 6 months (Rs.) 357.00 / 250.65 .
Quotes for last six months at BSE

Market price as on July 16, 2004 (Rs.) 270.35

Month High (Rs) Low (Rs)

Market capitalization as on July 16, 2004 4,076.9——m 8 —_— —_—

(Rs in million) January 2004 33.25 20.00

F 2004 19. 13.

(Prices as on BSE) ebruary 200 9-55 3.65

— March 2004 16.63 11.20

BF Utilities Limited April 2004 18.35 14.60

BF Utilities L?mited was.incorporated on September 15, 2000. Kay 2004 16.85 12.90

is enggged in the business of In\{estments and generatlon g(%e 2004 13.50 10.30

electricity by means of non-conventional energy mainly through

wind energy. Stock Market Data:

The Board of Directors Comprise of: Name of Stock EXChange(S) where Listed BSE, PSE
B.N.Kalyani Chairman High/ LOW. price in the last 6 months (Rs.) 33.25 7/ 10.30
P C. Bhalerao Director marl;e: prlci ?s :n July 16,J2|OO£16(R23(.))04 12.77
G. K. Agarwal Director ar_e cgpl alization as on S =5,

B.B.Hattarki Direct (Rs in million) 480.9
uihe .ar I |rec or (Prices as on BSE)
S. S. Vaidya Director

86



o

Automotive Axles Limited Material Notes for year ended September 30, 2003 in the

Automotive Axles Limited was incorporated on April 21, 1981. fudit report, inter-alia, include:

is engaged in the business of manufacture and sale of rear sifigle Claims against the Company not acknowledged as debt for
reduction drive axles, rear non drive axles, rear tandem single Rs. 0.24 million.

reduction drive axles, component for drive axles and sub assemb&es,
components for air actuated foundation brakes. All these products
cater to the commercial vehicles segment of the Automotive

Industry.

Estimated amount of Contracts remaining to be executed on
Capital Account and not provided for (Net of advances)
amounted to Rs. 36.24 million.

Quotes for last six months at BSE

The Board of Directors comprise of:

) . Month High (Rs) Low (Rs)
B.N.Kalyani Chairman _— _—
) January 2004 304.00 202.10
S. S. Marathe Director
) ) February 2004 254.00 200.00
Pratap Bhogilal Director
) March 2004 231.00 171.00
P. C. Bhalerao Director )
) April 2004 218.00 172.90
B. A. Arnold Director
. May 2004 208.00 162.00
B. G. Palmer Director
. June 2004 194.50 164.95
P. M. McNamara Director
Ashok Rao President & Whole-time Director ~ Stock Market Data:
C. K. Sabareeshan Executive Director (Finance) &  Name of Stock Exchange(s) where Listed BSE, NSE
Company Secretary High/ Low price in the last 6 months (Rs.) 304.00 / 162.00
The shareholding pattern of the Company as on June 30, 200f1igket price as on July 16, 2004 (Rs.) 170.95
as follows: Market capitalization as on July 16, 2004 2,583.1

Name No. of Shares Shareholding (Rs in million)
held of (%) .
Rs 10 each (Prices as on BSE)

Indian Promoters 5,367,806 35.52 Delisted from Bangalore Stock Exchange and Pune Stock
Foreign Promoters 5,367,275 35.SéExchange with effect from January 29, 2004
Mutual Funds and UTI 1,803,913 11.94Top Five Unlisted Companies In Terms Of Sales
Banks, Financial Institutions, Kalyani Carpenter Special Steels Limited
Insurance Companies 166 0.0Ralyani Carpenter Special Steels Limited (KCSSL) was incorporated
FlIIS 116,647 0.77 on July 24, 1998. Kalyani Carpenter Special Steels Limited is a

. . joint venture between Kalyani Steels Limited and Carpenter
Pn\./ate Corlporate Bodies 770,897 51 echnology Corporation, USA. It is engaged in the business of
Indian Public 1,659,122 10.98 manufacturing and marketing of Speciality & Alloy Steel Billets
NRIs/OCBs 26,149 0.17 and rounds.
Total 15,111,975 100.00 The Board of Directors comprise of:
The financial performance for the last three years is as follows:Mr- B. N. Kalyani Chairman

Mr. R. M. Unni Executive Director & CEO

Year ended September 30

2001 2002 2003 Dr. M. K S. Cherukuru  Executive Director
(in Rs. million except per share data) Mr. P. C. Bhalerao Director
Sales and other Income 1693.82 2060.52  2451.97Mr. A. T. Ziolkowski Director
Profit after tax 107.11 147.99 200.24 Mr. M. L. Shor Director
Equity Capital 151.12 151.12 151.12
Reserves 312.80 309.93 382.31
Earnings per share 7.09 9.79 13.25
(of Rs.10 each)
Book Value per share
(of Rs.10 each) 30.59 30.43 35.29
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The shareholding pattern of the Company as on June 30, 2004tHe Board of Directors comprise of:

as follows: 1. Bradley A Arnold Chairman (Director and nominee of Meritor

Name No. of Slares  Shareholding Heavy Vehicle Systems LLC, USA)
held th ) 2.B. N Kalyani Deputy-Chairman (Director and nominee of
Rs. 10 eac Kalyani Group of Companies, India)
Private Corporate Bodies ., 3-Blake G Pamer Director (nominee of Meritor Heavy Vehicle
(Kalyani Group) 22,231,052 74% Systems LLC, USA subject to retirement
Any other (Carpenter by rotation)
Technology Mauritius Ltd.) 7,810,910 26% 4. patrick M Director (nominee of Meritor Heavy Vehicle
Total 30,041,962 100 McNamara, Systems LLC, USA, subject to retirement

The financial performance for the last three years is as follows: by rotation)

Year ended March 31 5. Prakash C Bhalerdmirector.(nomir?ee of.KaIyani Group of
Companies, India, subject to retirement by

2002 2003 2004 rotation)
(in Rs. million except per share data) 6. Craig Pryor Director (nominee of Meritor Heavy Vehicle
Sales and other Income 2,278.1 2,461.8 3,119.9 Systems LLC, USA, subject to retirement
Profit after tax 83.9 80.7 137.0 by rotation)
Equity Capital 300.4 300.4 The shareholding pattern of the company as on June 30, 2004 is
as follows:
Reserves 397.8 355.6 407.6 )
) Name No. of ®ares  Shareholding
Earnings per share held of (%)
(of Rs.10- each) 2.79 2.68 4.56 Rs. 10 each
Book Value per share Promoters:
(of Rs.10 each) 22.16 24.31 26.74 .
Indian 1,190,700 51
Maltegal Notes for fiscal 2004 in the audit report,inter-alia, Foreign 1,239,300 49
include: - -
Total 2,430,000 100

1. Contingent liabilities not provided for as on March 31, 2004 . —_— _—
amounted to Rs.9.41 million. The financial performance for the last three years is as follows:

Year ended September 30
2001 2002 2003

(in Rs. million except per share data)

2. KCSSL has imported certain capital goods under the Export
promotion Capital Goods Scheme of the Government of India
at concessional rates of duty against an undertaking to fulfill
certain export obligation required to be fulfilled upto March

31, 2003 has been fulfilled after considering the extensiona€s and other Income 1806.22 221182 2,523.96
granted by the competent authority. The minimum exporofit after tax 34.63 73.22 74.12
obligation to be fulfiled by KCSSL under the said schemeEquity Capital 32.40 24.30 24.30
upto March 23, 2004 has been extended upto September 23,
2004. The liability for non-fulfilment of the obligation upto Reserves 28.36 42.25 62.85
such extended time is not quantifiable. However non fulfillmentarnings per share 10.68 30.13 30.50
of such future obligations entails the Government to recovgpf Rs.10- each)

.Book Value per share 18.80 27.40 35.90

the difference between the duty leviable on goods and t)’Fe

gzgy paid by KCSSL alongwith the interest and penalty, Tof Rs.10 each)
3. Estimated amount of Contracts remaining to be executed Material Notes for year ended September 30, 2003 in the

Capital Account and not provided for (Net of advancegudit report, inter-alia, include:

amounted to Rs. 74.51 million. 1. Estimated amount of Contracts remaining to be executed on
Meritor HVS (India) Limited Capital Account and not provided for (Net of advances)

Meritor HVS (India) Limited was incorporated on "l&ebruary _ amounted to RS; 4.59-m|II|on.- )
1998. Meritor HVS (India) Limited is a joint venture betweerEpicenter Technologies Private Limited
Meritor HVS LLC, USA and Kalyani Group, Pune. It is engagegpicenter Technologies Private Limited was incorporated 'on 5

in the business of design, development, sales and marketifighuary 2000. It is engaged in the business of providing teleservices,
including export of, automotive components & aggregates theregfisiness process outsourcing and related services.
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The Board of Directors comprise of: The Board of Directors comprise of:
Mr. Baba Kalyani Chairman Mr. Satish Sekhri Chairman
Mr. Amit Kalyani Director Mr. Deepak Mahindra  Executive Director
. . . Mr. M.B.Ratnaparkhi Director
Mr. Pravin Gandhi Director Mr. B.B.Hattarki Director
Mr. Michael Borom Director Mr. C.G.Patankar Director
Mr. Vishal Nevatia Alternate Director to Michael Borom Mr. S.B.Kanade Director
Mr. Ken Eldred Director The shareholding pattern of the Company as on June 30, 2004 is
Mr. K Vijay Rao Director as follows:
The shareholding pattern of the Company as on June 30, 2004V@Me No. of $ares  Shareholding
as follows: held of 6)
. Rs 10 each
Name No. thslzaris Shareho'd(L?? Private Corporate Bodies 1,12,500 100.00%
eld o 0 - -
Rs 10 each Total 1,12,500 100.00%
Indian Promoters 3,904,545 11.33%The financial performance for the last three years is as follows:
Private Corporate Bodies 25,982,944 75.39% Year ended March 31
NRIs/OCBs 1,523,080 4.42% 2002 2003 2004
Any other 3,052,631 8.86% (in Rs. million except per share data)
Total 34,463,200 100.00 Sales and other Income ........... 91.08 113.51 137.90
The financial performance for the last three years is as followsProfit /(Loss) after tax............ 11.73 16.60 26.98
Year ended March 31 Equity Capital .
2001 2002 2003 (includes share premium) ........ 11.25 11.25 11.25
(period (financial (financial ~ Reserves (Debit bal in
ended) year year P&L acct)......cooeiiiii, 27.76 31.68 39.62
ended)  ended) Earings / (LOSS) ...coovvveenennn. 104.25 14758  239.84
(in Rs. million except per share data) per share (of Rs.10 each)
Sales and other Income........... 6.28  163.41 635.24Basic)
Profit /(Loss) after tax ............ (10.97)  (86.39) 76.94 Book Value per share.............. 344.57 380.29 451.71
Equity Capital (of Rs.10 each)
(includes share premium) ........ 87.45 162.53 185.5Material Notes for Fiscal 2004 in the audit report,inter-alia,
Reserves (Debit bal in include:
P&L BCCH) ovvviriiis (10.96)  (97.35)  (20.41)  The auditors report contains a note pertaining to a pending
Earnings / (Loss) per share dispute with respect to excise duty amounting to Rs.1.67
(of Rs.10- each) (Basic).......... (3.20) (8.30) 4.59 million.
Book Value per share 2. Contingent liabilities not provided for as on March 31, 2004
(of Rs.10 each) ......cccccovvrenne 560.30 326.36 896.78 amounted to Rs.4.94 million.
Material Notes for Fiscal 2003 in the audit report,inter-alia, 3. Estimated amount of Contracts remaining to be executed on
include: Capital Account and not provided for (Net of advances)

1. Contingent liabilities not provided for as on March 31, 2003 amounted to Rs. 2.19 million.

amounted to Rs.2 million. Mundhwa Investment Limited

2. Estimated amount of Contracts remaining to be executed Muandhwa Investment Limited was incorporated on Zctober
Capital Account and not provided for (Net of advanced)983. It is engaged in the business of investments and other financial

amounted to Rs. 0.80 million. activities.
Precision Seals Manufacturing Limited The Board of Directors comprise of:
Precision Seals Manufacturing Limited (PSML) was incorporatedvir. P.C.Bhalerao Director
on 8" March 1989. It is engaged in the business of manufacturingy, s s Seth Director

and marketing of Rubber items & Backelite items. .
Mr. D.R.Moorthy Director
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The shareholding pattern of the Company as on June 30, 2004He Kalyani group divested its stake in Kalyani Seamless Tubes

as follows: Limited with effective date, April 24, 2000 with appointed date
Name No. of Sares  Shareholding of July 01, 1999 vide court scheme.

held of (%) None of the companies promoted by the Promoter have been

Rs. 10 each struck off from the Register of Companies

Private Corporate Bodies 23,747,502 100.00%ommon Pursuits
Total 23,747,502 100.00%  There are no other companies in the Group, which are engaged in
The financial performance for the last three years is as followéhe business of forging.

Year ended March 31 Interest of Promoters in BFL

2002 2003 2004 Save as stated in the in this Letter of Offer, the promoter, does

(in Rs. millon except per share data) not. have any interest in the. business.of.BFL, except to the .exte.nt

of investments made by him and his investment companies in
Sales and other Income........... 8.4 18.04  112.38F and earning returns thereon. For details of the salary &
Profit /(Loss) after tax ............ 5.29 0.52 36.93remuneration earned by the Promoter, please refer section

Equity Capital Compensation of Managing Directors / Whole-time Directors” on

(includes share premium) ........ 67.47  237.47  237.4829¢ 73 of this Letter of Offer.
We have entered into various agreements / transactions with our
Reserves roup companies and other companies on an arms length basis
(Debit bal in P&L acct).......... (75.62)  (65.9)  (28.97)9r0upP comp comp arms lengt :
. These agreements / transactions relate to various fields like raw
Earnings / (Loss) pef share material procurement, electricity supply, etc. For further details,
(of Rs.10- each) (Basic).......... 0.78 0.02 1.5%ee Related Party Transactions as mentioned below.
Book Value per share Following are the details of the sales or purchase between Bharat
(of Rs.10 each) ... (1.21) 7.22 8.780rge and other companies in the Promoter Group exceeding in
. . . . . , value in the aggregate 10% of the total sales or purchases of our
Material Notes for Fiscal 2004 in the audit report,inter-alia, Compan
include: pany-
Nature of Group Company Rs. (million)*

1. The notes to accounts contains a note on contingent Iiabili:%

- i ansaction
pertaining to a conveyance deed in respect of the owner

premises of Mundhwa Investments Limited at Antarikshd’Urchase of Steel  Kalyani Carpenters 2,304.81
Bhawan, New Delhi, which has not been executed as yet and Special Steels Limited
the liability for the same has not yet been provided for in the (“KCSSL”)

Books of Accounts. Purchase of Steel Kalyani Steels

The promoter and the group companies have not been restrained Limited (“KSL") 515.67
from accessing the capital market for any reason by SEBI or any
other regulatory authority. 'Represents gross purchases including excise duty element as

Following are the companies from which the Company / reported as per the requirements of Accounting Standard-18 issued

Promoters have disassociated themselves in the last thre?y ICAl. The purchases net of Cenvat Credit on account of excise
years duty amounted to Rs.2,014.54 million and Rs.448.46 million for

. ) . . KCSSL and KSL respectively.
BFL has not disassociated itself from any company in last three

years, except that vide a Scheme of Arrangement approved by the
Mumbai High Court, the wind mill division and investment division

of the Company was demerged into a group company, BF Utilities
Limited with effect from March 01, 2001.
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Related Party Transactions as per Accounting Standard 18

Related party transactions as per Accounting Standard 18 issued by Institute of Chartered Accountants for the last Hneasears

follows:
(Rs. million)
Sr.  Particulars Year Subsidiary Associates Key Relatives of Key
No. Company Management Management
Personnel Personnel
1_ Purchase of goods m - 2,304.81 0.00 0.00
2002 - 03 - 1,739.34 0.00 0.00
2001-02 - 1,391.89
2 Sale of goods 2003-04 4.33 352.35 0.00 0.00
2002 - 03 - 225.53 0.00 0.00
2001-02 - 137.58
3 Rendering of services 2003-04 .70 0.00 45.62 0.77
2002 - 03 - 0.00 27.81 0.78
2001-02 - 0.00 18.84 0.54
4 Interest Paid 2003-04 - 0.00 0.00 0.00
2002 - 03 - 0.00 0.00 0.00
2001-02 - 0.00 0.01 0.00
5 Finance provided-Investments 2003-04 343.77 - - -
2002 - 03 - - - -
2001-02 - - - -
Expenses 2003-04 11.56 - - -
2002 - 03 - - - -
2001-02 - - - -
6 Balance Payable by BFL as on 31st March 2004 - 1,437.92 26.00 0.00
31st March 2003 - 933.42 16.80 0.00
31st March 2002 - 627.80 0.00 0.00
Balance Receivable by BFL as on  31st March 2004 360.36 5.89 0.00 0.00
31st March 2003 - 90.03 0.00 0.00
31st March 2002 - 9.41 0.00 0.00

Note : Names of the related parties and description of relationship

Sr. No. Particulars

1 Subsidiary Company

2 Associates

3 Key Management Personnel

4 Relatives of Key Management Personnel
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Name of the Party

CDP Bharat Forge GmbH

Kalyani Carpenter Special Steels Limited

Mr. B. N. Kalyani
Mr. G. K. Agarwal
Mr. P. C. Bhalerao

Mr. A. B. Kalyani
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Changes in Auditors in the last three years

There has been no change in the Auditors for the last three years. The details of the auditors appointed under the ldBtehainua
Meeting are given as below.

Dalal & Shah

Chartered Accountants

East & West Insurance Building, 2nd Floor
49/55, Bombay Samachar Marg, Fort
Mumbai — 400023, India

92



o

REPORT OF THE AUDITOR ON FINANCIAL INFORMATION

The Board of Directors
Bharat Forge Limited
Mundhwa,

Pune Cantonment
Pune-411 036, India

Gentlemen,

1) We have examined the accompanying statement of adjusted Profits and Losses for each of the six financial years endég 31st Mar
1999,2000,2001,2002, 2003 and 2004 and the statement of adjusted assets and liabilities as on those dates, formingePart A of tl
"Financial Information" dealt with by this Report, detailed below. Both read together with the notes thereon, which are the
responsibility of the Company's management, have been audited by us and made up

In terms of the requirements of :

a.
b.

2) We
@

(ii)

Paragraph B (1) of Part Il of Schedule Il to the Companies Act, 1956 and

The Securities and Exchange Board of India (Disclosure and Investor Protection) Guidelines 2000 issued by SEBI on January
19, 2000 in pursuance of Section 11 of Security and Exchange Board of India Act (SEBI), 1992, "the SEBI Guidelines" and

The instructions dated 21st February, 2004 received from Bharat Forge Limited, requesting us to issue a report as statuton
auditors of the Company relating to the offer document being issued by the Company in connection with the Rights Issue
Offer of equity shares of Bharat Forge Limited,

report as under :

The statements of adjusted profits and/or losses, and the assets and liabilities of the Company as at the end of each of tt
six financial years ended 31st March, 2004 reflect the profits and losses and assets and liabilities extracted fromatfie Profit
Loss accounts and Balance sheets for those years, audited by us, after making such adjustments, regroupings and disclosur
as were, in our opinion, appropriate and required to be made in accordance with the provisions of paragraph 6.18.7 of The
Securities and Exchange Board of India (Disclosure and Investor Protection) Guidelines 2000 issued by SEBI on January 19,
2000 in pursuance of Section 11 of SEBI Act, 1992, "the SEBI Guidelines, and the same

in our opinion, read with the respective Significant Accounting Policies and subject to / read together with the notes thereon
and after making such adjustments, regroupings and disclosures as were, in our opinion, appropriate and required, have bee
prepared in accordance with Part Il of Schedule Il of the Companies Act, 1956 and the SEBI Guidelines.

(i) As regards the unaudited provisional Financial Information, of the Company's wholly owned subsidiary viz. CDP-Bharat

3) Our

Forge GmbH, Germany, for the three months since the date of its economic acquisition, i.e. 1st January, 2004 upto 31s
March, 2004 disclosed in Part B of "Financial Information" dealt with by this Report on a stand alone basis has been
disclosed only for purposes of information and have not been audited or reviewed by us. Accordingly we do not express any
opinion on the same. The Profits and Losses as well as the Assets and Liabilities of the said subsidiary, being a wholly
owned subsidiary, entirely concern the members of the Bharat Forge Limited.

this Report, is being provided solely for the use of Bharat Forge Limited, for the purpose of inclusion in the said Offer

Document in connection with the Rights Issue Offer of the equity shares of the Company.

4) This Report may not be used or relied upon by, or disclosed, referred to or communicated by yourself (in whole or jn part) to

any

third party for any purpose other than the stated use, except with our written consent in each instance, and which consen

may be given, only after full consideration of the circumstances at that time.

Mumbai:

Yours faithfully,
For and on behalf of
Dalal & Shah
Chartered Accountants

Anish Amin
Partner
Membership No. 40451

Date: July 14, 2004
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“Financial Information” dealt with by this report:
PART A
Statement of adjusted Assets and Liabilities.
b. Statement of Profits and Losses.

c. Major Notes to, including inter alia significant Accounting Policies followed by the Company, and forming a part of thenBate
of adjusted Profits and Losses and statement of adjusted Assets and Liabilities.

Including:
i) Statement of Cash Flows of the Company
i) Changes in the Accounting Policies during 1998-99 to 2003-04
iy Exceptional ltems
iv) Details of Other Income.
v) Tax Statement.
vi) Rates of Dividend
vii) Age wise analysis of Sundry Debtors and details of Loans and Advances as at 31st March, 2004.
viii) Capitalisation Statement.
iX) Details of Reserves and Surplus
X) Details/Analysis of Outstanding Unsecured Loans taken by the Company.
xi) Principal Terms of Loans and Assets charged as Security.
xii) Related Party Transactions.
xiii) Accounting Ratios.
PART B
Unaudited Financial Information of CDP- Bharat Forge GmbH, Germany, a wholly owned subsidiary of Bharat Forge Limited.
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PART A
a. - STATEMENT OF ADJUSTED ASSETS AND LIABILITIES

(Figures given in Rs million)
As at 3 March,

Description 2004 2003 2002 2001 2000 1999
A Fixed Assets
Gross Block 8,219.747 7,697.149 7,071.057 6,359.356 6,769.112 4,698.628
Less: Depreciation 3,707.923 3,270.407 2,858.734 2,463.120 2,120.513 1,825.200
Net Block 4,511.824 4,426.742 4,212.323 3,896.236 4,648.599 2,873.428
Capital Work-in-Progress 877.084 138.510 262.789 509.328 396.912 824.265
Total 5,388.908 4,565.252 4,475.112 4,405.564 5,045.511 3,697.693
B Investments 343.765 - - 1854 927.914 1,663.092
C Deferred Tax Assets 44.656 38.795 34.953 - - -
D Current Assets, Loans and Advances
Inventories 1,331.334 1,264.136 859.614 879.257 931.834 758.954
Sundry Debtors 1,001.392 812.724 715.733 836.692 663.336 822.995
Cash and Bank Balances 86.038 233.445 93.116 28.830 155.953 51.207
Other Current Assets 443.189 383.571 152.124 112.966 143.847 109.192
Loans and Advances 2,366.280 1,319.892 1,118.204 956.299 2,310.932 2,540.957
Total 5,228.233 4,013.768 2,938.791 2,814.044 4,205.902 4,283.305
E Liabilities and Provision
Loan Funds
Secured 2,190.525 2,529.724 2,202.512 2,623.302 2,597.774 2,219.615
Unsecured 665.155 706.059 1,619.857 1,505.681 1,494.208 1,737.282
Total 2,855.680 3,235.783 3,822.369 4,128.983 4,091.982 3,956.897
F Deferred Tax Liability 850.189 818.357 774.545 - - -
G Current Liabilities and Provisions
Current Liabilities 3,380.814 2,192.187 1,511.482 1,363.667 1,635.376 1,231.032
Provisions 1,487.832 765.346 417.198 354.603 435.878 410.307
Total 4,868.646 2,957.533 1,928.680 1,718.270 2,071.254 1,641.339
H Net Worth 2,431.047 1,606.142 923.262 1,384.209 4,016.091 4,045.854

Represented by :
| Shareholder’s Funds

Share Capital 676.770 676.770 576.770 476.770 476.770 376.769
Reserves 705.617 538.617 356.879 331.879 2,949.638 3,199.705
Balance in Profit & Loss Account 1,129.941 505.811 97.520 689.426 601.012 488.957
Total 2,512.328 1,721.198 1,031.169 1,498.075 4,027.420 4,065.431
Less

J Miscellaneous Expenditure 81.281 115.056 107.907 113.866 11.329 19.577
(to the extent not written off or
adjusted)

K Net Worth 2,431.047 1,606.142 923.262 1,384.209 4,016.091 4,045.854
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b - STATEMENT OF PROFITS AND LOSSES

(Figures given in Rs million)
As at 3T March,

Description 2004 2003 2002 2001 2000 1999
Income
Sales

Of Products Manufactured

by the Company 8531.463 6477.006 4561.012 4958.877 5406.012 4170.908

Less Excise Duty 700.484 505.487 470.479 558.135 594.202 437.624

Net Sales 7,830.979 5,971.519 4,090.533 4,400.742 4,811.810 3,733.284

Traded by the Company - - 29.233 184.258 116.349 247.070
Total Sales 7,830.979 5,971.519 4,119.766 4,585.000 4,928.159 3,980.354
Export Incentives Received 351.867 382.892 127.802 89.424 154.801 175.642
(Refer Note No. 3)

Other Income 328.543 95.143 38.953 215.314 175.602 255.799
Increase / (Decrease) in Inventory (27.90) 312.079 (19.19) (46.14) 159.50 (12.69)

Total Income 8,483.491 6,761.633 4,267.336 4,843.595 5,418.066 4,399.107
Expenditure

Raw Materials & Components, Die Blocks,

Die & Tool Steel and Goods Consumed 3153.521 2535.238 1567.272 1845.325 2000.163 1648.621

Staff Costs 536.654 461.906 427.231 463.864 464.587 439.752

Other Manufacturing Expenses 1517.502 1243.824 788.334 857.996 1113.577 854.131

Administration Expenses 425.242 386.351 299.944 298.432 315.671 282.806

Selling & Distribution Expenses 257.656 175.726 61.594 49.486 55.511 60.205

Interest 323.555 408.329 453.657 572.969 442.342 424.476

Depreciation 457.714 417.568 397.202 398.214 304.668 295.553

Total Expenditure 6,671.844 5,628.942 3,995.234 4,486.286 4,696.519 4,005.544
Net Profit before tax & Extra Ordinary /

Exceptional ltems 1,811.647 1,132.691 272.102 357.309 721.547 393.563
Provision for Taxation 562.581 321.787 132.759 27.866 98.318 36.198
Net Profit before Extra Ordinary /

Exceptional ltems 1,249.066 810.904 139.343 329.443 623.229 357.365
Extra Ordinary Item of Expenditure - - - - 133.299 -

(Refer Note No. 6 )

Exceptional Items - - (73.565) 41.701 - -

(Refer Note No 9,10,11 )

Net Profit after Extra Ordinary /

Exceptional ltems 1,249.066 810.904 212.908 287.742 489.930 357.365
As per last Account after adjusting Adjustments
relating to earlier years transitional provision for
Deferred Tax Liability in the year 2002 505.811 97.520 54.193 601.012 488.957 369.421
Profit available for appropriation 1,754.877 908.424 267.101 888.754 978.887 726.786
Appropriations:

Debenture Redemption Reserve 17.000 17.000 - 25.700 30.566 30.585

General Reserve 150.000 100.000 25.000 35.000 70.000 40.000

Contingency Reserve - - - - 60.000 -

Dividend on Preference Shares 29.250 30.650 11.564 11.500 7.436 -

Tax on above Dividend 3.748 - 1.180 2.599 0.818 -

Proposed Dividend 376.676 226.006 131.837 113.003 188.338 150.670

Tax on Proposed Dividend 48.262 28.957 - 11.526 20.717 16.574
Balance carried to Balance Sheet 1,129.941 505.811 97.520 689.426 601.012 488.957
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¢ - MAJOR NOTES TO AND FORMING A PART OF THE STATEMENT OF ADJUSTED PROFIT AND LOSS ACCOUNT
AND STATEMENT OF ADJUSTED ASSETS AND LIABILITIES, WITH A VIEW TO GIVE A BETTER UNDERSTANDING

OF THE AFORESAID STATEMENTS:

1. Significant events during the last five years, which would better explain the Statements dealt with by these notes:

i. On I March 2001 Bharat Forge Limited demerged its Investments division (defined to include interalia all financial assets)
and Wind Mill division into a new Company viz. BF Utilities Limited, which was formed for the purpose through a scheme
of arrangement under Section 392 and 394 of the Companies Act, 1956, sanctioned by the High Court of Judicature Mumbai.

Consequently the Assets and Liabilities listed below were demerged from Bharat Forge Ltd. and thus in the above statements
the financial Information for years ended subsequent toMdrch, 2000 do not include the assets and liabilities of these
divisions and exclude the operational results of these divisions subsequent to the years ended subsetidsitctg 3001.

Thus the Financial Information above is strictly not comparable.
Details of the Assets and Liabilities demerged as iMarch, 2001:

Fixed Assets

Capital Work In Progress
Investments

Current Assets, Loans and Advances:
Sundry Debtors

Interest receivable

Loans

Advances recoverable in cash or in kind or for value to be received

Less Current Liabilities & Provisions:
Sundry Creditors
Interest accrued but not due

Less

Reserves:

Capital Incentive Subsidy
Secured Loans:
Debentures

IREDA Loans

Unsecured Loans:

Sales Tax Deferrals Liability

Charged against:

(as per the Scheme of Arrangement)
Capital Redemption Reserve

Share Premium Account

General Reserve
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Rs. Rs. Rs.
As on
March 1, 2001

733,448,227

6,344,790 739,793,017
1,308,381,937

28,415
5,076,933
1,635,653,750
74,885,500
1,715,644,598

172,544,981
6,538,498
179,083,479 1,536,561,118
3,584,736,072

2,000,000

110,000,000

294,532,000 404,532,000

107,297,638 513,829,638
3,070,906,434

400,000,000
2,199,246,115
471,660,319
3,070,906,434
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Sales tax deferral incentives attached to the erstwhile wind mill division, which was demerged to BF Utilities Ltd. have bee
passed on thereafter from year to year by the Company to the latter, under an arrangement, with all liabilities and obligations
attached thereto. Consequently sales tax deferral liability in the statement of adjusted Assets and Liabilities, represents ne

liability to the Company after such pass on aggregating to;

At the close of the year endeds3Warch, 2001 Rs.123 million
At the close of the year endeds3Warch, 2002 Rs.230 million
At the close of the year ended®3Warch, 2003 Rs.336 million
At the close of the year endeds3Warch, 2004 Rs.463 million

ii.
March 2001.
Balances due from the Subsidiary Companies comprises - :
(Until Demerger i.e. upto March 31, 2000, as detailed in Note 1(i))

Balance as on
March 31, 2000

Balances due from Subsidiaries advanced as a part of the Investments Division outstanding prior to the demerger on 1s

Balance as on
March 31, 1999

Rs. Rs.

Bhalchandra Investment Limited

- Interest Free 273,257,972 263,996,586

- Other 55,387,294 55,387,294
Mundhwa Investment Limited

- Interest Free 86,049,663 42,096,207

- Other 42,000,000 -
Forge Investment Limited

- Interest Free 96,176,655 293,122,319

- Other 153,817,898 153,817,898
Jalakamal Investment & Finance Limited

- Interest Free 188,737,531 222,292,331
Jalkumbhi Investment & Finance Limited

- Interest Free 173,514,825 237,752,525

1,068,941,838

1,268,465,160

2. Statement Showing contingent liabilities not provided for in respect of:

(Figures given in Rs million)

As at 3T March,

Description 2004 2003 2002 2001 2000 1999
Sales Bills Discounted 1,525.810 1,164.499 560.320 412.647 665.464 433.922
Of which :
Since realized 316.438 246.756 136.339 69.579 126.014 288.882
Matured & Overdue 56.231 39.864 0.098 8.622 0.022 -
Guarantees given by the Company
on behalf of Other companies
Balance outstanding as on 31st March 1,566.685 2,335.715 2,395.617 1,866.789 629.968 784.940
(Maximum Amount) (2,216.538) (2,714.088) (2,704.905) (2,374.905) (956.415)  (1,043.895)
Claims against the Company
not acknowledged as Debts 138.816 114.802 98.497 65.543 78.175 73.712
Disputed Income Tax matters 191.304 180.949 180.949 180.949 190.354 114.506
Excise Demands - matters under dispute 19.731 27.413 48.389 67.160 78.521 40.583
Customs Matters 0.050
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(Figures given in Rs million)
As at 3T March,

Description 2004 2003 2002 2001 2000 1999
Any Loss that may arise in future on - - - - Amount Amount
account of delinquencies in respect of unascertainable unascertainable

hire purchase receivables which have been
assigned to third parties with recourse

Concessional Duty Availed on Import of - - - - Amount
Capital Goods under the EPCG Scheme, unascertainable
against guarantee of Future Exports Performance

Liability on account of
Unpaid Calls on Investments - - - - - 3.360

Notes Pertaining To Financial Year Ended On March 31, 1999

3.

As the amount of export incentive entitlements in the form of ‘Duty Exemption Pass Book Scheme’, (DEPB) introduced in the
1997-98, could be estimated with considerable accuracy, the Company had during the year ended 31st March, 1999 accrued tt
export entitlements on the export of goods as against recognising the same only on availability of credit. The incomel,recognise
pending availability of credit, based on the accounting policy now adopted by the Company in respect of the DEPB entitlements
aggregates Rs. 66 175 681/- (of which Rs. 2 690 745/- pertains to the exports made in the previous year). As a result the prof
for the year ended on 31st March, 1999 is higher by an equivalent amount.

Some documentary evidences, statutory or otherwise maintained in the premises of the Company, at Mundhwa, were completel
destroyed by fire which occurred on 23rd April, 1998. Therefore some of the documentary evidence in respect of transactions for
the year prior to the said date may not be available now as the same are destroyed .

Notes Pertaining To Financial Year Ended On March 31, 2000

5.

The Company, as on 31st March, 2000 set aside from its retained and current earnings a reserve for contingencies taggregating
Rs. 460,000,000/- that may arise in the event there is a loss / diminution of assets, and advances of a permanent nature in tt
future. The management has effected this in order that it aligns its net worth in a more meaningful manner. However in the
subsequent years, on reassessment, the management determined amounts in excess of requirements and transferred the same ft
General Reserves and Profit and Loss account as follows:

At the year ended on SIMarch, 2001 Rs. 400,000,000/-
At the year ended on 3IMarch, 2002 Rs. 60,000,000/-

As part of the Company'’s strategic financial restructuring, a part of the investments in the Group Companies were sild during
year ended 31st March, 2000 resulting in a loss of Rs. 133,298,679/-, which has been written off to the profit and Igss account
as an extra ordinary item of expenditure.

During the year ended 31st March, 2000, a scheme of arrangement approved by the Bombay High Court was entered betwee
Kalyani Seamless Tubes Limited, a company co-promoted by Bharat Forge Limited and Indian Seamless Metal Tubes Limited.
Pursuant to this arrangement, under an agreement entered into between the aforesaid two companies, interest accrued for earl
years in the books of account on inter corporate advances placed with Kalyani Seamless Tubes Limited amounting to
Rs. 24,911,367/, is to be given up and had consequently been written off as a debit relating to earlier years. This has beel
appropriately adjusted in the financial information to which these notes refer.

The Company, for the year ended 31st March, 2000 changed its method of absorbing costs in the determination of the value &
which inventories of WIP and finished goods are carried in the financial statements, in order that they are compliantitodthe me
prescribed by Accounting Standards - 2 Valuation of Inventories (Revised) issued by The Institute of Chartered Accountants of
India, which have been made mandatory from April 1, 1999. Consequently, the value of such inventory had increased by
Rs. 105,279,956/- and its consequential impact on the profit for the year being higher by Rs. 91,177,819/- as compacess to previ
years.

Notes Pertaining To Financial Year Ended On March 31, 2001

9.

In line with the Supreme Court's decision in the matter of Bharat Earth Movers Ltd V/S CIT, the Company had recognised (from
the year ended 31st March, 2001) the privilege leave entitlement as an accrued liability in the year of rendering seevice by th
employee as against the past practice of accounting for the same in the year of encashment or availment. As a result, of thi
change in the method of recognising the liability of privilege leave entitlements, the profit for the year ended on 31&0Mhrch,
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is higher by Rs.1,333,878/- which is not considered to have a material impact on the profit for the year and the liasitiectn r
of the past years aggregating Rs. 41,701,479/- had been considered as a “prior period adjustment”.

Further, as adequate data is not available in respect of leave records in respect of prior years, no adjustments arenpgbssitheve
Statements and thus the same has been disclosed as an exceptional item in the Statement of adjusted profits and losses.

Notes Pertaining To Financial Year Ended On March 31, 2002

10.

11.

Miscellaneous receipts include Rs. 37,500,000/-, donation given in an earlier year, returned during the year endedami,31st M
2002.

In accordance with the legal advice obtained by the Company on the matter of disputed claims of interest on Octroi duty, the
Company had written back to the profit and loss account, the unpaid amount of liability earlier provided for aggregating to
Rs. 36,065,066/-, as the said liability is said to be contingent and disclosed accordingly.

Notes Pertaining To Financial Year Ended On March 31, 2003

12.

13.

The Company, in the financial year ended Bfarch, 2003 securitised with Citibank N.A. a part of its future export receivable,
arising from the contract the Company executed with Dana Corporation for purchase of goods from the Company by Dana
Corporation and their Affiliates of an aggregation of 40 million Pounds over seven years. Consequently, Citibank advamced India
Rs. equivalent to U. S. Dollars 5.00 million as consideration for the securitised assets i.e. future receivables, paygbté by wa
trapping a portion of the invoicing under the said contract. The Company, in accordance with the guidance notes issued by the
Institute of Chartered Accountants of India, has reflected this advance as a current liability and reduces the advancedy remov
the securitised assets from its Balance Sheet upon each quarterly realisations made by the Bank.

The Company, during the year ended Blarch, 2003, had prematurely retired its obligations of the Sales Tax Deferral Incentive
availed under the package scheme of Incentives 1995, thereby generating a surplus of Rs. 64,738,075/-. Since the incentive we
fundamentally provided to encourage capital investments in designated underdeveloped zones and thereby defray to some exter
deficiencies, the same has been, as per the opinion of the “Expert Advisory Committee” set up by the Institute of Chartered
Accountants of India, credited to “Capital Reserve” to be apportioned to Revenue Reserves over the future life of they underlyin
investments at the end of each financial year commencing frérivi&th, 2004. The Company has obtained a legal opinion from

two eminent counsels regarding the non-taxability of the said surplus and accordingly the provision for current tax has been
computed for that year.

Notes pertaining to Financial Year Ended On 3% March, 2004

14.

14.

(@) Debentures:

(i) Debentures of series upto Tenth Series have been redeemed on their respective due dates. However, charge is yet to |
satisfied in respect of Ninth and Tenth Series.

(i) 9.25% Redeemable Secured Non-Convertible Debentures- 2002-2005- Fifteenth -A series issued in terms of Debenture Trust
cum-Mortgage Deed Dated 1st November, 2002, to be redeemed at the end of three years from the date of allotment (viz
12th August 2002) i.e. on 11th August, 2005.

Above Debentures are secured by a first charge by way of a mortgage of Land (excluding 25 acres of Land given on lease)
Buildings and all immovable Plant and Machinery (other than purchased or to be purchased under I.D.B.I. Bills Rediscounting
Scheme and / or other deferred payment Schemes or other Schemes of Financial Institutions and / or other Institutions |
Banks) and all other Fixed Assets, present and future, situate at Mundhwa Village, Pune and Village Vaduth Dist. Satara and
hypothecation of all movable Fixed Assets both present and future (except Plant & Machinery purchased under 1.D.B.I. Bills
Rediscounting Scheme and / or other deferred payment schemes of Financial Institutions and / or other Institutions / Banks)
at Mundhwa Village, Pune and Village Vaduth Dist. Satara, rangarg passd* to first charge in favour of ICICI Limited,

Industrial Development Bank of India, Industrial Finance Corporation of India Limited, Life Insurance Corporation of India
and Unit Trust of India for Foreign Currency and Rupee Term Loans under the Project Finance Participation Scheme.

(b) Rupee / Foreign Currency Loans
(i) ICICI Limited - Foreign Currency Loans and Rupee Loan - Balance outstanding Nil
(i) Exim Bank - Foreign Currency Term Loan Balance outstanding

USD 6,428,015.82

(i) Bank of India - Rupee Term Loan. - Converted into a Foreign Currency Loan w.e.f. 24/07/03 Balance outstanding
USD 6,487,538.52

(iv) UTI Bank - Rupee Term Loan - Converted into a Foreign Currency Loan w.e.f. 1/10/03 Balance outstanding
USD 2,055,470.30

(v) Bank Of Baroda, London Foreign Currency Term Loan Balance outstanding USD 10,000,000
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The above loans are secured by (i) a First Charge by way of Mortgage of Land (excluding 25 acres of Land given on |éage), Build
and all immovable Plant & Machinery (other than purchased or to be purchased under 1.D.B.l. Bills Rediscounting Scheme and / or
other deferred payment schemes or other Schemes of Financial Institutions and / or other Institutions / Banks) and adidother Fi
Assets present and future situate at Mundhwa Village, Pune and Village Vaduth, Dist. Satara and hypothecation of all reavable Fi
Assets both present and future (except Plant and Machinery purchased or to be purchased under 1.D.B.I. Bills Rediscometing Sche
and / or other deferred payment Schemes of Financial Institutions and / or Banks) at Mundhwa Village, Pune and Villageistaduth,
Satara, both rankingari passti* inter-se (ii) a First Charge by way of Mortgage of Land, Buildings and all immovable Plant and
Machinery and all other Fixed Assets, and hypothecation of all movable Fixed Assets, both present and future, at Village Kusumb
Khurd, Tal. Jalgaon, Dist. Jalgaon, (iii) a First Charge by way of Mortgage of Land (Excluding 8.50 acres of land give®),on leas
Buildings and all movable Plant and Machinery and all other Fixed Assets and hypothecation of all movable Fixed Assetsefwoth pr
and future, at Chakan, Pune and (iv) a First Charge by way of hypothecation of Stock-in-Trade, Raw Materials, Finishedies and
Blocks, Work-in-Process, Stores and Spares, etc. (excluding Book-Debts), present and future, wheresoever situate, sgbject to Fi
Charge created and / or to be created in favour of Company’s Bankers for securing borrowings for working capital requiréraents i
ordinary course of business.

Hypothecation & Mortgage for Bank of Baroda London (Foreign Currency) loan is yet to be created.
The above security extends also to the following loans, which have already been repaid, but the charge is yet to be satisfied.

(@) ICICI Limited - Foreign Currency Loan under the Project Finance Participation Scheme in participation with Industriphigevelo
Bank of India and Industrial Finance Corporation of India Limited.

(b) ICICI Limited - Rupee Term Loan under the Project Finance Participation Scheme in participation with Industrial Development
Bank of India, Industrial Finance Corporation of India Limited, Life Insurance Corporation of India and Unit Trust of India.

(c) ICICI Limited - Rupee Term Loan under the Technology Upgradation Scheme and under Crankshaft Modernization Scheme in
participation with Industrial Development Bank of India and Industrial Finance Corporation of India Ltd.

14. (c) Others:
i)  Sumitomo Mitsui-Banking Corporation - Foreign Currency Loan Balance outstanding USD 3 466 666.68
(i) Bank of India, New York-Foreign Currency Loan Balance outstanding USD 15 000 000

The above loans are secured by (i) a Second Charge by way of Mortgage of Land (excluding 25 acres of Land given on lease)
Buildings and all immovable Plant & Machinery (other than purchased or to be purchased under I.D.B.I. Bills Rediscounting
Scheme and / or other deferred payment schemes or other Schemes of Financial Institutions and / or other Institutions |
Banks) and all other Fixed Assets present and future situate at Mundhwa Village, Pune and Village Vaduth, Dist. Satara and
hypothecation of all movable Fixed Assets both present and future (except Plant and Machinery purchased or to be purchase
under 1.D.B.I. Bills Rediscounting Scheme and / or other deferred payment Schemes of Financial Institutions and / or Banks)
at Mundhwa Village, Pune and Village Vaduth, Dist. Satara, both ramdrigpassd* inter-se (excluding hypothecation of

specific Plant and Machinery consisting of Wind Energy Converter of 600 KV - 7 Nos. at Village Boposhi, Dist.Satara) (ii)

a Second Charge by way of Mortgage of Land, Buildings and all immovable Plant and Machinery and all other Fixed Assets
and hypothecation of all movable Fixed Assets, both present and future, at Village Kusumbe Khurd, Tal.Jalgaon, Dist. Jalgaon,
(iii) A second Charge by way of Mortgage of Land (excluding 8.50 acres of land given on lease), Buildings and all movable
Plant and Machinery and all other Fixed Assets and hypothecation of all movable Fixed Assets, both present and future, at
Chakan, Pune and (iv) a Second Charge by way of hypothecation of Stock-in-Trade, Raw Material Finished Dies and Die
Blocks, Work-in-Process, Stores and Spares, etc. (excluding Book - Debts), present and future, wheresoever situate, subject t
Charges created and / or to be created in favour of Company’s Bankers for securing borrowings for working capital requirements
in the ordinary course of business and in favour of other lenders.

14. (d) Assets acquired from foreign supplier under deferred payment facility are hypothecated by way of first charge ifi favour o
Bank against guarantees executed by them. Satisfaction of charge is yet to be filed for.

14. (e) Guarantees given by Company's Bankers on behalf of the Company, against sanctioned guarantee limit aggregating te
Rs. 750,000,000/- (2002-2003 Rs. 200,000,000/-) for contracts undertaken by the Company and other matters are secured b
extension of charge by way of joint hypothecation of stock-in-trade, stores and spares etc., book debts, subject to prior
charge in their favour. Amount outstanding Rs.69,674,024/- (2002-2003 Rs. 181,318,310/-)

Note : ** Company holds consent letters from Banks and Financial Institutions. Inter-se pari-passu agreement is yet to be
executed.

15. As required by the Accounting Standard 22- "Taxes on Income" issued by The Institute of Chartered Accountants of imdia, whic
became mandatory in nature for all financial years commencing on or after 1st April, 2000, the Company recognised Deferred
Taxes, which result from timing difference between the Book Profits and Tax Profits for the years in the profit and loss accoun
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and the balance of the Deferred Tax Assets and Liabilities are carried in the Balance sheet, the details of which ardeas hereun
However, as required by the above mentioned Accounting Standard, the Deferred Taxes as at 1st April 2000 computed as thi
transitional provision as if the standard was applicable ab-initio have been adjusted to the opening revenue reserveseand have
accordingly reflected as such in the above statements of adjusted profits and losses and assets and liabilities.

(Figures given in Rs000)

Transitional Arising Balance Arising Balance Arising Balance
Adjustments during as at  during as at during as at
March the March the March the March
Particulars 31, 2001 year 31, 2002 year 31, 2003 year 31, 2004
Deferred Tax Liabilities:
On Account of timing difference in
A) Depreciation and Amortisation 662,498 111,901 774,399 43,400 817,799 31,832 849,631
B) Voluntary Retirement Scheme 5,629 (5,483) 146 412 558 - 558
Total Deferred Tax Liabilities 668,127 106,418 774,545 43,812 818,357 31,832 850,189
Deferred Tax Assets:
On Account of timing difference in
A) Privilege Leave Encashment 14,411 (1,392) 13,019 4,067 17,086 2,885 19,971
B) Provision for Bad & Doubtful 10,159 2,879 13,038 371 13,409 1,542 14,951
Debts and Advances
C) Disallowances u/s 43B of I. T. 8,324 572 8,896 (596) 8,300 1,434 9,734
Act, 1961
Total Deferred Tax Assets 32,894 2,059 34,953 3,842 38,795 5,861 44,656
Net Deferred Tax 635,233 104,359 739,592 39,970 779,562 25,971 805,533

Deferred Tax Assets and Deferred Tax Liabilities at the close of each subsequent year have been disclosed in the mahigr require
Accounting Standard and clarification issued thereon.

16. Advances recoverable in cash or in kind or for value to be received includes Rs. 289,386,383/- (Previous year Rs.Nil) after
adjustment for steel supplies, given to BF Utilities Ltd., to secure purchase of Steel (Raw Material) which BF Utilities Ltd. i
entitled to receive as an intermediary under a debt settlement agreement.

17. Interest free loan of Rs. 309,085,000/- given to a Company which has given an undertaking to hold the shares solely for the
purpose and obligations of the “BFL Executives Welfare and Share Option Trust” in terms of clause (b) of the proviso to Section
77(2) of the Companies Act, 1956, which in the opinion of an eminent Counsel, obtained by an Associate Company, falls within
the purview of the said proviso to the above mentioned section.

18. a) The Company has, through its wholly owned subsidiary, viz. CDP Bharat Forge GmbH( CDPBF) a limited liability company
formed for the purpose, acquired the German operations of Carl Dan Peddinghaus GmbH & Co, KG Germany( CDP) from
the administrative receiver appointed under insolvency administration. The said operations/business was acquired, by CDPBF
for a price of Euro 28 million with economic effect from 1st January 2004.

The net purchase consideration aggregating Euro 28 million ( i.e. after assumption of pension and other dues of employee:s
amounting to Euro 2.3 million) has been Satisfied by Capital contributions made by Bharat Forge Limited aggregating Euro 5
million disclosed as Investments in Equity Share Capital, Euro 18 million through borrowings by CDPBF from banks in
Germany and the balance Euro 5 million to be paid on/by August, 2004 from the internal accruals of CDPBF failing, which
Bharat Forge Limited has undertaken to make further contributions to the equity of CDPBF to remit the said amount.

Further Capital contributions of Euro 0.6 million, in to capital reserve have been made to meet other acquisition costs etc.
Expenses incurred by Bharat Forge Limited on the acquisition, aggregating Euro 0.4 million, have been partially converted in
to Capital Contributions in to Capital Reserve.

These contributions in to the Capital Reserve as per the German commercial code forms a part of the Equity Share Capita
and accordingly has been considered as an Investment.

CDPBF has raised working capital resources from Banks aggregating Euro 10 million against which the company has agreec
to provide a guarantee for repayment on behalf of CDPBF only in the eventuality of Default by CDPBF.
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b) As the Financial Statements of CDPBF, since becoming a Subsidiary, will be drawn up for a completed financial year only on
31st December 2004, no consolidated Financial statements can be prepared for the year ended 31st March, 2004. The fir:
consolidated Financial statements of Bharat Forge Ltd. and CDPBF will be presented for the Financial year ended 31st
March, 2005.

19. Significant accounting policies followed by the Company

1. System of Accounting:

The Company follows the mercantile system of accounting and recognises income and expenditure on an accrual basis
except those with significant uncertainties.

Financial Statements are based on historical cost. These costs are not adjusted to reflect the impact of the changing valus
in the purchasing power of money.

Estimates and Assumptions used in the preparation of the financial statements are based upon management’s evaluatio
of the relevant facts and circumstances as of the date of the Financial Statements, which may differ from the actual
results at a subsequent date.

2. Fixed Assets and depreciation:

A.

Fixed Assets are stated at their original cost of acquisition including incidental expenses related to acquisition and
installation of the concerned assets. The fixed assets manufactured by the Company are stated at manufacturing cos
Fixed Assets are shown net of accumulated depreciation (except free hold land) and amortisation. Also refer Para 4(i).

Expenditure on New Projects and Expenditure during Construction etc. :

In case of new projects and in case of substantial modernisation or expansion at the existing units of the Company,
expenditure incurred including interest on borrowings and financing costs of specific loans, prior to commencement of
commercial production is being capitalised to the cost of assets. Trial Run expenditure is also being capitalised.

Depreciation and amortisation:
a) Lease hold land and Power Line:

Premium on leasehold land is amortized over the period of lease and expenditure on power line is amortized over a
period of seven years.

b) Other Fixed Assets:

i. Depreciation on additions to Buildings, Plant & Machinery, Railway Sidings and Electrical Installations is being
provided on “Straight Line Method” basis in accordance with the provisions of Section 205(2)(b) of the
Companies Act, 1956, in the manner and at the rates specified in Schedule XIV to the said Act.

ii. Depreciation in respect of other assets viz. Factory Equipments, Computers, Engineering Instruments, Furniture
& Fittings, Office Equipments and Vehicles & Aircrafts is being provided on “Written down value” basis in
accordance with the provisions of Section 205(2)(a) of the Companies Act, 1956 in the manner and at the rates
specified in Schedule XIV to the said Act.

c)

i. Depreciation on additions to assets during the year is being providgoerata basis from the date of
acquisition/installation.

i. Depreciation on assets sold, discarded or demolished during the year, is being provided at their respective rates
on pro-rata basis upto the date on which such assets are sold, discarded or demolished.

ii. Depreciation on additions on account of increase in Rupee value due to revalorisation of foreign currency loans
is being provided at rates of depreciation over the future life of the said asset.

3. Inventories:

Cost of Inventories have been computed to include all cost of Purchases, Cost of Conversion and other costs incurred ir
bringing the inventories to their present location and condition.

Raw materials and components, stores and spares are valued at cost. The costs are ascertained using the weighted aver:
method, except in case of slow moving and obsolete material, at lower of cost or estimated realisable value.

Work-in-progress and finished goods are valued at the lower of cost or realisable value.
Scrap is valued at estimated realisable value.
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4,

10.

iv. Goods in transit are stated at actual cost upto the date of Balance Sheet.

v. Dies are amortised over their production life. Expenditure incurred to renew the production life is added to the cost of
the die and amortised over the balance production life.

Foreign Currency Conversion:

i.  Foreign currency exposure in respect of Loans, for financing fixed assets, outstanding at the close of the financial year are
revalorised at the contracted and/or appropriate exchange rates at the close of the year. The gain or loss due to decreas
increase in Rupee liability due to fluctuation in rate of exchange is adjusted to the cost of assets acquired through these
loans to the extent recognised.

The transactions to enhance its interest rates profile by entering in to Interest Rate cum Currency Swap transactions,
which are over the counter transactions and contingent due to options built around them, cannot be marked to market or
each Balance Sheet date. Consequently, they will be accounted on their cut off date or on the date of an earlier unwind/
liquidation of the transactions. However on simulation of the cut off date at the close of the period, losses, if any, are
provided for and gains, if any, are not recognised as a matter of prudence, being contingent.

ii. Current Assets and other Liabilities in foreign currency and foreign currency exposure in respect of foreign currency loans
other than for financing fixed assets outstanding at the close of the financial year are valued at the contracts and/or
appropriate exchange rates at the close of the year. The loss or gain due to fluctuation of exchange rates is charged t
Profit & Loss Account.

As regards transactions to hedge foreign exchange risks on future receivables the same also cannot be marked to mark
on each Balance sheet date as they are contingent on future options built around them. Consequently they are recognise
in the period the relevant underlying transaction comes into existence or the settlement dates, whichever is earlier.

Technical Know-how Fees:

Expenditure on acquiring Technical Know-how is being amortised over a period of six years.
Investments:

a) Investments are valued at cost of acquisition, less provision for diminution, as necessary, if any.

b) Investments made by the Company are of a long term nature and hence diminution in value of quoted investments are
generally not considered to be of permanent nature.

Sales: - Export Sales are accounted on the basis of the dates of Bill of Lading.

b. Export Incentives: - Export Incentives are accounted for on Export of Goods if the entitlements can be estimated with
reasonable accuracy and conditions precedent to claim are fulfilled.

Research & Development Expenditure:

Research & Development expenditure is charged to Revenue under the natural heads of account in the year in which it is
incurred. However, expenditure incurred at development phase, where it is reasonably certain that outcome of research will be
commercially exploited to yield economic benefits to the company, is considered as an intangible asset.

Retirement Benefits:

i. Retirement benefits in the form of Provident Fund and pension Schemes whether in pursuance of law or otherwise is
accounted on accrual basis and charged to Profit & Loss account of the year.

ii. Gratuity:

Payment for present liability of future payment of gratuity is being made to approved gratuity funds which fully cover
the same under cash accumulation policy of the Life Insurance Corporation of India.

ii. Superannuation;

Contribution made to Life Insurance Corporation for employees covered under Superannuation scheme are accounted a
the rate of 15% of such employees’ annual salary.

Privilege Leave Benefits:

Liability for privilege leave benefits, in accordance with the rules of the Company is provided for at prevailing salany rate f
the entire unavailed leave balance as at the balance sheet date.
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11.

12.

20.
21.

22.

Bharat
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Borrowing Costs:

Interest on borrowings is recognised in the Profit and Loss account except interest incurred on borrowings, specifically raised
for projects are capitalised to the cost of the assets until such time that the asset is ready to be put to use fodits intende
purpose except where installation is extended beyond reasonable/ normal time lines.

Taxation:

Provision for Taxation is made on the basis of the Taxable Profits computed for the current accounting period in accordance
with the Income Tax Act, 1961. Deferred Tax resulting from timing difference between Book Profits and Tax Profits is
accounted for at the applicable rate of tax to the extent the timing differences are expected to crystallise, in casedof Deferr
Tax Liabilities with reasonable certainty and in case of Deferred Tax Assets with virtual certainty that there would be
adequate future taxable income against which Deferred Tax Assets can be realised.

Previous financial year’s figures have been regrouped wherever necessary.
Audit Qualifications during 1998-99 to 2003-04
a. There were no audit qualifications during 1998-99 to 2003-04.

b. References to Note no. 3, 8, 9 and 11 above were made for better understanding of the expression of the audit opinior
on the Financial Statements of the relevant years.

c. A reference was drawn on the manner of presentation of deferred tax assets and liabilities in the reports for the year
ended 3% March 2002 and 2003, which the company adopted on the basis of an experts opinion, which subsequently
has been remedied on clarifications/ revisions to Accounting Standard —22 issued by the Institute of Chartered Accountants
of India for the year ended SMarch, 2004.

Other relevant disclosures as required by Para 6.18 of the of The Securities and Exchange Board of India (Disclosure an
Investor Protection) Guidelines 2000 issued by SEBI on January 19, 2000 in pursuance of Section 11 of SEBI Act, 1992,
“the SEBI Guidelines” considered as a part of the Statutory Auditors Report.

i - Statement of Cash Flows of the Company

(Rs. in millon)

Sr. Particulars 2003-04 2002-03 2001-02 2000-01 1999-00 1998-99
No.
A CASH FLOW FROM OPERATING

ACTIVITIES :

Profit Before Tax 1,811.647 1,132.691 345.667 315.608 588.248 393.563

Adjustment For :
Interest / Depreciation / Other Non

Cash Expenses 850.101 906.613 911.110 1,060.222 920.039 755.201
Interest / Dividend / Other Adjustments  (35.072) (8.073) (39.999) (54.743) (56.874) (126.785)
OPERATING PROFIT BEFORE

WORKING CAPITAL CHANGES 2,626.676 2,031.231 1,216.778 1,321.087 1,451.413 1,021.979
Changes in Working Capital (Increase)

| Decrease 146.649 (88.681) 228.250 784.132 678.563 753.252
CASH GENERATED FROM

OPERATIONS 2,773.325 1,942.550 1,445.028 2,105.219 2,129.976 1,775.231
Direct taxes paid (543.819) (267.250) (21.204) (6.082)  (110.682) (131.356)
NET CASH FROM OPERATING

ACTIVITIES (A) 2,229.506 1,675.300 1,423.824 2,099.137 2,019.294 1,643.875

CASH FLOW FROM
INVESTMENT ACTIVITIES :

(Additions) / deductions to Fixed Assets

/Other Adjustments (1,147.650) (489.656)  (540.463) 1,565.118 (1,420.808)  (590.113)
NET CASH USED IN
INVESTING ACTIVITIES (B) (1,147.650) (489.656)  (540.463) 1,565.118  (1,420.808) (590.113)
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C CASH FLOW FROM FINANCING ACTIVITIES :
Increase / ( Decrease ) in Share Capital /

Borrowings (624.094) (511.061)  (188.844) 46.710 144.053 (581.001)

Adjustment to net worth - 64.738 - (3,070.930) (18.162) (13.972)

Interest Paid (318.191) (435.632)  (493.881) (565.819)  (425.915) (445.738)

Dividend (286.979) (163.160) (135.567) (201.339) (193.716) (165.414)

Preference Share Issue Expenses - (0.200) (0.783) - - -

NET CASH USED IN FINANCING

ACTIVITIES (C) (1,229.264)  (1,045.315)  (819.075)  (3,791.378)  (493.740)  (1,206.125)

Net Change in cash and cash

equivalents (A + B + C) (147.408) 140.329 64.286 (127.123) 104.746 (152.363)

Cash and cash equivalents

(opening balance) 233.445 93.116 28.830 155.953 51.207 203.570

Cash and cash equivalents

(closing balance) 86.037 233.445 93.116 28.830 155.953 51.207

Difference in cash & cash equivalents

(Cl - OP) (147.408) 140.329 64.286 (127.123) 104.746 (152.363)

ii - Changes in the Accounting Policies during 1998-99 to 2003-04

1. The Company, for the year ended 31st March, 2000 changed its method of absorbing costs in the determination of the value
at which inventories of WIP and finished goods are carried in the financial statements, in order that they are compliant to the
method prescribed by Accounting Standards - 2. Valuation of Inventories (Revised) issued by The Institute of Chartered
Accountants of India, which have been made mandatory from April 1, 1999. Consequently, the value of such inventory had
increased by Rs. 105,279,956/- and its consequential impact on the profit for the year being higher by Rs. 91,177,819/- as
compared to previous years.

2. In line with the Supreme Court ‘s decision in the matter of Bharat Earth Movers Ltd. V/S CIT, the Company had recognised

(from the year ended 31st March, 2001) the privilege leave entitlement as an accrued liability in the year of rendering service
by the employee as against the past practice of accounting for the same in the year of encashment or availment. As a resul
of this change in the method of recognising the liability of privilege leave entitlements, the profit for the year ended on 31s
March, 2001 is higher by Rs. 13,33,878/- which is not considered to have a material impact on the profit for the year ended
31st March, 2001 and the liability in respect of the past years aggregating Rs. 41,701,479/- had been considered as a “prio
period adjustment”.

Further, as adequate data is not available in respect of leave records in respect of prior years, no adjustments are possible
in the above Statements and thus the same has been disclosed as an exceptional item in the Statement of adjusted profits
and losses.

iii - Exceptional ltems

(Rs. in millon)

Description 31-Mar-04 31-Mar-03  31-Mar-02 31-Mar-01  31-Mar-00  31-Mar-99

Extra Ordinary Item of Expenditure
Loss on Sale of Investments - - - - 133.299 -
(Refer Note No. 6)

Total

- - - - 133.299 -

Exceptional ltems
Income:
Donation returned ( Refer Note 10) - - (37.500) - - -

Interest on Octroi Liability reversed
(Refer Note 11) - - (36.065) - - -

Expenditure:

(Privileged Leave Entitlement)
(Refer Note 9) - - - 41.701 - -

Total

- - (73.565) 41.701 - -
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iv - Details of Other Income.

Break Up of Other Income ( if > 20% of Profit before Tax )

Description

Profit Before Tax
(Excluding Extra Ordinary Items)

20% of Net Profit Before Tax

Other Income for the Year

Other Income Details

Recurring, From Business Activities
Die Design & Preparation Charges

Income on Assignment of Sales Tax benefit

Total

Non Recurring, From Business Activities
Gain on Foreign Exchange Fluctuation
Interest, Others

Miscellaneous Receipts

Sales Tax Refunds

Surplus on Sale of Asset

Bad Debt Recovered

Provision for Doubtful Debts and
advances written back

Provision no longer Required
Total

Income from Discontinued lines of business

(Refer Note No 1)

Income from Financial Activities
Dividends

Interest on Inter Corporate Deposits
Income from Hire Purchase Business
Income from Leasing Business

Profit on Sale of Investments

Bill Discounting Charges

Subtotal

Income from Investment Activities
Dividends & Income from Units
Interest

Others

Subtotal

Total

Total Other Income

(Rs. in millon)
31-Mar-04 31-Mar-03  31-Mar-02 31-Mar-01  31-Mar-00 31-Mar-99
1,811.647 1,132.691 272.102 357.309 721.547 393.563
362.329 226.538 54.420 71.462 144.309 78.713
328.543 95.143 38.953 215.314 175.602 255.799
137.668 3.136 6.740 56.150 52.216 25.973
31.500 31.500 - - - -
169.168 34.636 6.740 56.150 52.216 25.973
103.101 17.213 1.039 - - -
4.828 4.895 1.833 12.212 - -
18.870 10.546 17.060 24211 29.233 23.245
2.332 24.475 11.019 0.796 1.017 4,597
24.604 0.270 0.210 1.073 0.644 13.849
- 0.200 0.200 0.545 7.450 1.840
2.323 0.776 0.667 1.813 1.461 0.855
3.317 2.132 0.185 4.795 1.545 2.244
159.375 60.507 32.213 45.445 41.350 46.630
- - - 0.821 0.688 0.161
- - - 22.266 45.605 55.848
- - - 0.604 1.041 15.957
- - - - - 9.752
- - - 86.631 10.257 -
- - - - - 0.013
- - - 110.322 57.591 81.731
- - - 3.088 14.409 89.019
- - - - 10.017 12.416
- - - 0.309 0.019 0.030
- - - 3.397 24.445 101.465
- - - 113.719 82.036 183.196
328.543 95.143 38.953 215.314 175.602 255.799
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v - Tax Statement
(Rs. in millon)

Assessment Year 2004-2005 2003-2004  2002-2003 2001-2002  2000-2001 1999-2000
Financial year 2003-2004 2002-2003  2001-2002 2000-2001  1999-2000 1998-1999
Profit / (Loss) as per books of account 1,811.647 1,132.690 352.763 358.671 594,272 418.235
Tax rate ( including surcharge) % 35.875 36.75 35.70 39.55 38.50 35.00
Notional Tax Payable (A) 649.928 416.264 125.936 141.854 228.795 146.382

B) Permanent Difference
() Export Profit

(Section 80 HHC) & 80-G (203.770) (221.970) (21.687) - (31.568) (12.143)
(i) Dividend ( Section 80 M) - - - (3.909) (15.097) (81.197)
(i) Capital Gains/ Loss

(different Treatment in Tax) - - (1.039) (86.940) 122.298 (14.522)
(iv) Income Taxed in earlier year - - (35.500) - - -
(v) Premium on Redemption on Debentures - - - - (19.701) (14.500)
(vi) Others 11.568 15.727 2.117 1.270 2.197 5.910
Subtotal (B) (192.202) (206.243) (56.109) (89.579) 58.129 (116.452)

C) Timing Difference
(I) Difference in Book & Tax depreciation (156.183) (171.076) (268.915) (417.764) (424.378) (234.614)

(i) Deferred revenue expenditure - (1.555) (0.397) (11.149) 5.037 5.037
(i) Expenses u/s. 43B 12.041 5.302 0.194 7.590 2.642 (5.178)
(iv) Pre operative expenses and - - - (2.335) (88.819) (67.257)
Interest Capitalized claimed as deduction
(v) Other Timing Difference 4.296 1.900 7.022 4.619 6.895 0.230
Subtotal (C) (139.846) (165.429)  (262.096) (419.039)  (498.623) (301.782)
Net Adjustments ( B-C) (332.048) (371.672) (318.205) (508.618) (440.494) (418.234)
Tax Burden / (Savings) thereon (D) (119.122) (136.589) (113.599) (201.158) (169.590) (146.382)
Total Tax (A+D) 530.806 279.674 12.337 (59.304) 59.205 -
Tax Provision / Provision u/s.115JA / JB 535.000 280.000 26.700 30.700 100.000 43.900

Unabsorbed Depreciation and Business loss - - - - - -

Loss under the head Capital gains
to be carried forward. 568.213 568.213 568.440 553.606 631.901 31.574

Notes:
The figures in the above statement are taken as per the Returns of Income filed
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vi - Rates of Dividend

For the financial year ended

(Rs. in millon)

Particulars 31-Mar-04 31-Mar-03  31-Mar-02 31-Mar-01  31-Mar-00 31-Mar-99
Equity Shares

Rate of Dividend ** 100% 60% 35% 30% 50% 40%
Dividend Amount ** 376.676 226.006 131.836 113.003 188.338 150.670
Preference Shares

11.50% Redeemable Cumulative Non-Convertible

Preference Shares

Rate of Dividend 11.50% 11.50% 11.50% 11.50% 11.50% -
Dividend Amount 11.500 11.500 11.500 11.500 7.436 -
11.75% Redeemable Cumulative Non-Convertible

Preference Shares

Rate of Dividend - 11.75% 11.75% - - -
Dividend Amount 11.717 0.064 - - -
9.50% Redeemable Cumulative Non-Convertible

Preference Shares

Rate of Dividend 9.50% 9.50% - - - -

Dividend Amount 9.500 6.325
8.25% Redeemable Cumulative Non Convertible Preference Shares

Rate of Dividend 8.25% 8.25%
Dividend Amount 8.250 1.107

** Subject to the approval of Shareholders at the ensuing Annual General Meeting.

vii - Statement showing age wise analysis of Sundry Debtors and details of Loans and Advances &t [@arch 2004:

Particulars

Sundry Debtors, Unsecured: (unless otherwise stated)
(Net of Bills Discounted with Banks)
I Over six months:

Good

Doubtful

Less: Provision

Il Other, Good

Total
Loans & Advances, Unsecured, Good (unless otherwise stated)
Amount recoverable from Wholly Owned Subsidiary Company
Loan to a company (See Note 17)
Loans to Employees for purchase of Company’s Shares -
in terms of Section 77 of the Companies Act, 1956
Advances recoverable in cash or in kind or for value to be received
Good
Doubtful Advances
Less:Provision

Advance for Capital Goods for Projects under implementation
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As at
318t March, 2004

116.037
21.325
21.325
116.037
885.355
1,001.392
1,001.392
11.563
309.085
0.015
493.436
20.348
20.348
493.436
72.970



WP oho

Security Deposit for supply / purchase of power

Expenditure to date on Projects pending adjustment on completion / conclusion
Balances with Customs, Central Excise Departments

Tax paid in advance

Total

viii - Capitalisation Statement
Particulars Pre - issue as at

31st March 2004
Borrowings
Short-term debt 307.093
Long-term debt 2,548.587
Total Debts 2,855.680

Shareholders' Funds
Share capital

- Equity 376.770

- Preference Share 300.000

Reserves and surplus 1,835.558

Less : Deferred Tax Assets (44.656)
Miscellaneous Expenditure not written off (81.281)

Total Shareholders Funds 2,386.391

Long Term Debt/Equity Ratio 1.07

224.246
12.747
100.454
1,141.764

2,366.280

2,366.280

(Rs. in millon)

* Adjusted for the
Right Issue

307.093
2,548.587
2,855.680

395.604
300.000
2,871.418
(44.656)
(81.281)
3,441.085

0.74

* The above capitalisation statement is without considering issue of 941,691 detachable warrants to be converted inrdbeity afte
expiry of 12 months but not later than 24 months from the date of allotment, at warrant exercise price, which will be 5% disco
to the average price of previous three months' closing price, subject to a floor price (minimum price) of atleast Rs. @&@dnper

The exact conversion shall be finalised later.
ix - Details of Reserves and Surplus

(Rs. in millon)

Particulars 31-Mar-04 31-Mar-03  31-Mar-02 31-Mar-01  31-Mar-00 31-Mar-99
1. Capital Reserve 62.979 67.238 2.500 2.500 2.500 -
2. Capital Redemption Reserve - - - 400.000 400.000
3. Share Premium - - - - 2,199.270 2,219.932
4. Debenture Redemption Reserve 34.000 17.000 48.800 98.800 175.600 422.300
5. Investment Allowance Reserve - - - - 20.000
6. Contingency Reserve - - - 60.000 67.529 -
7. General Reserve 608.638 454.379 305.579 170.579 104.739 137.473
8. Balance in Profit &

Loss Account — Surplus 1,129.941 505.811 97.520 689.426 601.012 488.957
Total 1,835.558 1,044.428 454.399 1,021.305 3,550.650 3,688.662

110



o

x - Details/Analysis of Unsecured Loans taken by the Company
(Rs in million)

Sr Name of the Lender Facility Sanctioned Balance Rate of Repayment Schedule
No. Amount INR Interest
31.03.2004

1 Bank of India Singapore External $ 14.900 216.050 Libor + 1.35% USD 4.967 million each

Commercial 2.60% annually upto November 2004

Borrowings
2 Sales Tax

Deferral Liability
Accrual in FY 2003 4.397 Interest Free The repayments will start after

the period of 9 years from the
date of Accrual and the
repayments will be made

Accrual in FY 2004 15.382 Interest Free in %equal annual installments.
3
a) Bank of Maharashtra Buyer’s Credit USD 666,800 29.006 USD Libor Bullet repayment on 5-Jun-04
+ 35 bps 1.60%
b) Bank of Maharashtra Buyer’'s Credit USD 188,483 8.199 USD Libor Bullet repayment on 1Btay-04
+ 50 bps 1.73%
c) Canara Bank Buyer's Credit JYP 82,090,000 34.355 JPY Libor Bullet repayment on 26-Apr-04
+ 50 bps 0.287%
d) Citibank Buyer’s Credit GBP300,000 23.940 GBP Libor Bullet repayment on 2-Apr-04
+ 50 bps 4.10%
GBP 280,000 22.344 GBP Libor Bullet repayment on 2-Apr-04
+ 50 bps 4.10%
GBP 320,000 25.536 GBP Libor Bullet repayment on 23-Apr-04
+ 50 bps 4.06%
GBP 538,000 42.932 GBP Libor Bullet repayment on 30-Apr-04
+ 50 bps 4.03%
e) Citibank Biyer’'s Credit GBP 50,000 3.990 GBP Libor Bullet repayment on 2-Apr-04
+ 50 bps 4.10%
GBP 43,500 3.471 GBP Libor  Bullet repayment on 30-Apr-04
+ 50 bps 4.03%
f) The Hongkong & Shanghai Buyer’s Credit USD 93,000 4.046 USD Libor Bullet repayment on 27-Sep-04
Banking Corporation Limited + 30ps 1.78%

9) The Hongkong & Shanghai Buyer’s Credit
Banking Corporation Limited
USD 515,000 22.403 USD Libor Bullet repayment on 27-Sep-04
+ 30 bps 1.79%
USD 120,000 5.220 USD Libor Bullet repayment on 18-Oct-04
+ 30 bps 1.79%
h) The Hongkong & Shanghai Buyer’s Credit USD 288,630 12.555 USD Libor Bullet repayment on 8-Dec-04

Banking Corporation Limited + 36ps 1.75%

i) The Hongkong & Shanghai Buyer’s Credit GBP105,000 8.379GBP Libor +30bp8ullet repayment on 8-Dec-04
Banking Corporation Limited

4 Public / Shareholders Fixed Deposit 182.945 Currently 9.00% Within 1 year : Rs.105.325 million

Within 2 years : Rs. 72.320 million
Within 3 years : Rs. 5.300 million
5 Central Bank of India, Trustee Loan 0.005 15.00% Since matured, however unclaimed
Alc Mr. P. N. Oza
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xi - Principal Terms of Loans and Assets charged as Security

Sr.
No.

1

=

2

3

Name of the Lender

Sundaram Mutual Funds

Export Import Bank of
India

Export Import Bank of
India

Standard Chartered Bank

(Rs. in million)

Facility Sanctioned  Balance INR Rate of Repayment Schedule Security * Prepayment Clause
Amount 31.03.2004 Interest
Debentures 100.000 100.000 9.25% Bullet repayment in Firstpari-passu ~ The Board of Directors shall have
August 2005 charge on fixed the right to re - purchase the
assets of the Debentures at par value before the
Company fixed period for redemption and
cancel or re-issue them at their
discretion either by re- issuing the
same Debentures or by issuing
other Debentures from time to time
in accordance with the provisions
of Section 121 and other applicable
sections, if any, of the Companies
Act, 1956.
Foreign 300.000 116.494 Libor + In 7 equal half-yearly installments First pari-passu Prepayment of Loan may be
Currency 2.25% upto Nov. 2005 charge on fixed considered at the discreation of
Term Loan 3.50% assets of the Exim Bank and upon such terms
(Originally Company and conditions as it may specify in
Rupee this regard, including payment of
Term Loan) such premium as may be specified.
Permission for prepayment will
need to be obtained by the
Borrower from regulatory
authorities.
Foreign $5.000 163.125 Libor + 8 half-yearly installments of Firstpari-passu ~ The Borrower may prepay on any
Currency 2.25% $ 500,000 each from July 03 charge on fixed Interest Payment Date ... the
Term Loan 3.63% 8 half yearly installments of assets of the whole or any part (being an amount
$ 125,000 each from Sep 03 Company or multiple of $100,000) of the
dollar loan together with the accrued
interest thereon subject to payment
of prepayment premium at such
rate as may be determined by
Exim Bank.
Rupee Term 250.000 140.273 10.00% Rs. 21.750 million each per Exlcusive charge No specific clause
Loan quarter upto July 2005 on Wind mill
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Sr.

No.

*%

Name of the Lender Facility Sanctioned  Balance INR Rate of Repayment Schedule Security * Prepayment Clause
Amount 31.03.2004 Interest

Working capital Loans

Consortium of Banks Various # 60.712 As Asper nature of facility First charge by way
Lead Bank - Bank of India  facilities @ negotiated hypothecation
Other Banks: like Cash from time of Inventory and
Bank of Maharashtra, Credit, totime with Book Debts
Bank of Baroda, Canara  Packing reference to

Bank, State Bank of Credit various

India, HDFC Bank Foreign facilities

Limited, ICICI Bank Currency

Limited, ABN Amro Demand

Bank, Citibank, Loan etc.

Standard Chartered Bank

The loans are secured by First / Second Charge by way of Mortgage of Land (excluding 25 acres of Land given on leags)aBdilinimmovable Plant
& Machinery (other than purchased or to be purchased under 1.D.B.I. Bills Rediscounting Scheme and / or other deferreschagmeendr other Schemes
of Financial Institutions and / or other Institutions / Banks) and all other Fixed Assets present and future situate at MilegiwRune and Village Vaduth,
Dist. Satara and hypothecation of all movable Fixed Assets both present and future (except Plant and Machinery purctesgdirohased under 1.D.B.I.
Bills Rediscounting Scheme and / or other deferred payment Schemes of Financial Institutions and / or Banks) at Mundhvwaunéllagd Village Vaduth,
Dist. Satara, both rankingari passti* inter-se (ii) a First / second Charge by way of Mortgage of Land, Buildings and all immovable plant and Machir]
and all other Fixed Assets, and hypothecation of all movable Fixed Assets, both present and future, at Village Kusumba. Kialgelpfi, Dist. Jalgaon, (iii)
a First / Second Charge by way of Mortgage of Land (Excluding 8.50 acres of land given on lease), Buildings and all mavabte Néchinery and all other
Fixed Assets and hypothecation of all movable Fixed Assets, both present and future, at Chakan, Pune and (iv) a FirsChaBgeobd way of
hypothecation of Stock-in-Trade, Raw Materials, Finished Dies and Die Blocks, Work-in-Process, Stores and Spares, atg. Baaktldebts), present and
future, wheresoever situate, subject to First Charge created and / or to be created in favour of Company’s Bankers fboseuwtingsg for working capital
requirements in the ordinary course of business.

Against hypothecation of stocks of semi-finished and finished goods, Raw materials, Finished Dies and Die Blocks, Worisisi-mansumable stores and
spares, Book Debts etc.

Total Fund Based limit of Rs. 135 crores from Consortium of Bankers was enhanced to Rs. 205 crores in the Consortiunelth@et®eptember 2003.
Single window documentation for enhancement in shares in yet to be completed.

Balance outstanding as on 31st March, 2004 is excluding Rs. 1525.810 million availed against sales bills discountieg fagfiaring in the schedule of
contingent liabilities.
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xii Related party transactions:

Related Party disclosures have been set out herein below. The related parties, as defined by Accounting Standard -18 ‘ Relate
Party Disclosures’ issued by The Institute of Chartered Accountants of India, in respect of which the disclosures haveepeen mad
have been identified on the basis of disclosures made by the key managerial persons and taken on record by the Board.

(Rs. in million)

S. Particulars Year Subsidiary ~ Associates Key Managemnet Relatives of Key
No. Company Personnel Management
Personnel
1_ Purchase of goods 2003-04 - 2,304.81 - -
2002-03 - 1,739.34 - -
2001-02 - 1,391.89

2 Sale of goods 2003-04 4.33 352.35 - -
2002-03 - 225.53 - -
2001-02 - 137.58

3 Rendering of services 2003-04 0.70 - 45.62 0.77
2002-03 - - 27.81 0.78
2001-02 - - 18.84 0.54

4 Interest Paid 2003-04 - - - -
2002-03 - - - -
2001-02 - - 0.01 -

5 Finance provided-Investments 2003-04 343.77 - - -
2002-03 - - - -
2001-02 - - - -

Expenses 2003-04 11.56 - - -

2002-03 - - - -
2001-02 - - - -

6 Balance Payable by BFL as on 31st March 2004 - 1,437.92 26.00 -
31st March, 2003 - 933.42 16.80 -
31st March, 2002 - 627.80 9.00 -

Balance Receivable by BFL as on 31st March, 2004 360.36 5.89 - -
31st March, 2003 - 90.03 - -
31st March, 2002 - 9.41 - -

Note : Names of the related parties and description of relationship

S.No. Particulars Name of the Party
1 Subsidiary Company CDP Bharat Forge GmbH
2 Associates Kalyani Carpenter Special Steels Limited
3 Key Management Personnel Mr. B. N. Kalyani
Mr. G. K. Agarwal
Mr. P. C. Bhalerao
4 Relatives of Key Management Personnel Mr. A. B. Kalyani
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xiii - Accounting Ratios

(Rs. in million)

Ratios 31-Mar-04 31-Mar-03  31-Mar-02 31-Mar-01  31-Mar-00 31-Mar-99
Earnings Per Share (EPS)
(Excluding Extra ordinary &
exceptional items)
Net Profit after Tax A 1249.066 810.904 139.343 329.443 623.229 357.365
Less: Preference Dividend

(Including Dividend Tax) B 32.998 30.650 12.744 14.099 8.254 -
Net Profit C=A-B 1,216.068 780.254 126.599 315.344 614.975 357.365
Number of Equity Shares D 37,667,628 37,667,628 37,667,628 37,667,628 37,667,628 37,667,492
Earnings Per Share C/D 32.28 20.71 3.36 8.37 16.33 9.49
Earnings Per Share,
after Extra Ordinary Items 32.28 20.71 531 7.26 12.79 9.49
Return on Networth
Net Profit after Tax A 1,249.066 810.904 139.343 329.443 623.229 357.365
Net Worth B 2431.047 1606.142 923.262 1384.209 4016.091 4045.854
Return on Networth AB 51.38% 50.49% 15.09% 23.80% 15.52% 8.83%
Net Asset Value per Equity Share
Equity Net Worth A 2,131.047 1,306.142 723.262 1,284.209 3,916.091 4,045.854
Number of Equity Shares B 37,667,628 37,667,628 37,667,628 37,667,628 37,667,628 37,667,492
Net Asset Value per Equity Share A/B 56.58 34.68 19.2 34.09 103.96 107.41
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Unaudited Financial Information of CDP Bharat Forge GmbH, Germany, the only wholly owned subsidiary of Bharat Forge Limited ?w
Balance Sheet as at March 31, 2004 ‘5 =2"
ASSETS EQUITY AND LIABILITIES "9
03/31/2004 03/31/2004 03/31/2004 03/31/2004
€ € INR INR € € INR INR
A. Fixed Assets A. Equity
I. Intangible assets I. Share Capital 5,000,000.00 266,750,000.00
Software 227,026.78 12,066,473.36 IIl. Capital reserves 1,000,000.00 53,350,000.00
Ill.  Profit/loss brought forward -2,090.91 -111,550.05
IV.  Net income for the year 1,727,844.92 96,862,986.21
1. Tangible assets 7,725,754.01 416,851,436.16
1. Land, land rights & buildings
including buildings on
third party land 4,964,610.75 263,869,061.36
2. Technical equipment B Foreign Currency
and machinery, 9,294,665.64 494,011,478.77 Translation Reserve - -14,137,799.74
3. other plant, factory
and office equipment 4,510,800.66 239,749,055.08
18,770,077.05 997,629,595.21 C. Accruals
18,997,103.83 1,009,696,068.57 1.Accruals for pensions 1,747,931.00 93,252,118.85
& similar obligations
2. Tax accruals 929,188.00 49,572,179.80
B. Current assets 3. Other accruals 2,374,018.43 126,653,883.24
I. Inventories 5,051,137.43 269,478,181.89
1. Raw materials, supplies 2,608,862.21 138,661,026.46
and operating materials
2. Work in progress 6,575,535.41 349,489,707.04 D. Liabilities
3. Finished goods and merchandis®290,094.10 174,868,501.42 1.Liabilities to banks 22,627,449.90 1,207,174,452.17
12,474,491.72 663,019,234.92
Il. Receivables and other assets 2. Trade payables 3,223,908.58 171,995,522.74
1. Trade receivables 14,123,559.89 750,667,208.15
3. Liabilities to affiliated companies - -
2. Receivables from affiliated companies - -
4. Other liabilities 8,648,450.16 461,394,816.04
3. Other assets 130,450.80 6,933,460.02 34,499,808.64 1,840,564,790.95
14,254,010.69 757,600,668.17
Ill. Cash on hands, bank balances 1,551,093.84 82,440,637.60
Total 47,276,700.08 2,512,756,609.26  ofal 47,276,700.08 2,512,756,609.26
a. The assets and liabilities are translated at the year end rate;
b. Income and Expense items are translated at monthly average rate; and
c.  The resulting exchange difference is accumulated in Foreign Currency Translation Reserve.
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PART B

Unaudited Financial Information of CDP Bharat Forge GmbH, Germany, the only wholly owned subsidiary of Bharat Forge Limited

Profit and Loss Account for the period from January 01 to March 31, 2004
1/1/2004-3/31/2004

=

Sales

2. Other Company produced additions

to assets

3. Increase or decrease in finished good inventories

and work-in-process

4. Other operating income

5. Cost of materials

a) Cost of raw materials, consumables,
supplies and purchased merchandise

b)Cost of purchased services

6. Personnel expenses
a) Wages and saleries

b) Social security contributions and
pension expenses

7. Depreciation and amortization on intangible fixed

assets and tangible assets
8. Other operating expenses

9. Investment income
9. Other interest and similar income
10.Interest and similar expenses

11.Results from ordinary business operations

12.Extraordinary expenses
13.Taxes on income and profits
14.0ther taxes

15.Net income for the year

€ €

INR INR

32,761,773.81
7,892.26

1,583,000.00
34,352,666.07

20,478.50
34,373,144.57

14,578,812.54

1,809,631.23
-16,388,443.77
17,984,700.80
8,261,383.28
1,739,040.64
10,000,423.92
997,860.00
3,846,018.37
3,140,398.51
1,466.73
264,877.66
-263,410.93
2,876,987.58
1,127,309.60
21,833.06
1,149,142.66
1,727,844.92
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1,836,625,039.79
442,440.10

88,742,980.00
1,925,810,459.89

1,148,024.71
1,926,958,484.60

817,288,230.99

101,447,926.75

-918,736,157.76
1,008,222,326.85

463,133,146.68

97,490,618.28

560,623,764.96

55,940,031.60
215,607,789.82
176,050,740.47

82,224.88

14,849,041.62

-14,766,816.74
161,283,923.73
0.00
63,196,976.18

1,223,961.34

64,420,937.52
96,862,986.21
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for tax liabilities against the Company, directors of the Company, Promoters, companies promoted by the promoters and group

Bharat
Fou]e

companies.

No disciplinary action has been taken by the SEBI/ Stock exchanges against the Company, Directors of the Company, promoters

OUTSTANDING LITIGATIONS

Save as stated herein under, there are no material outstanding/pending litigations, suits, criminal/civil prosecutiomgginitieded
for offence (including past cases, economic offences, etc.) irrespective of whether specified in Schedule XIlIl of theithgttiand |

companies promoted by the promoters and group companies.
A. Litigations by the Company

No.

Suit No.

Name of the
Party

Brief description of the matter

Adjudicating
Authority

Amount
(Rs. million)

Special Civil
Suit No.
1131/90

M/s Dhananjay
Engineering

Suit filed by the Company against M
Dhananjay Engineering, a partnership firm &
its partners, Mr. D.M. Vidhate, Mr. M. K
Vidhate and Mrs. U. S. Vidhate, in the Coy
of the Civil Judge Senior Division, Pun
(CJSD) to recover an amount of Rs. 19,00,
together with interest thereon @ 21% p
from September 19, 1990 till payment

realization for failure to return the Company
material after manufacturing certain produ
on a job work basis for the Company. T
suit is pending decision of the Court.

sCourt of Civil
Ndudge Senior
Division, Pune
ét("CJSD")

56
a.
DI
'S
ots
ne

1.90

Special Civil
Suit No.
176/2000

Pal Peugeot Ltd

Suit fled by the Company against Pal Peug
Ltd. before the CJSD, Pune on February
2000 to recover an amount of Rs. 1,49,81,
and interest thereon @ 18% p.a. from t
date of the suit till payment or realization

edaCJSD, Pune
1,

95

he

14.9

RTS Revision
Appeal 85/2000 &
24/2000

P. D. Patil &
U. H. Patil

Dispute as regards a piece of land measu
1H.81 Ares situated at Village Kusumbe Khu
Jalgaon on which a guesthouse of the Comp
is constructed. The Collector has in Appg
held that the transfer of the land to t
Company's seller was illegal under t

rinGollector,

gﬁiplgaon
pal
he
he

provisions of the Bombay Tenancy a
Agricultural Land Act, 1948 (“the Act") as n
requisite permission under Section 43 of

d
o}
he

Act was obtained. The Company has appealed

against the order before the AdI. Division
Commissioner, Nashik, who has remanded
matter back to the Collector, Jalgaon. T
Collector is yet to initiate proceedings.

al
the
he

NA

Not Applicable

NEPC (I) Ltd.

The Company has on August 12, 2000 fileg
statement of claim against NEPC (1) Ltd. befd
Justice Mr.
Arbitrator for a sum of Rs. 2,94,17,519.79 a
interest of 20% on the principle amount

Rs. 1,56,24,960 on account of overd
payments for supply of shafts to be used
windmills. NEPC (1) Ltd. has on March 1, 200
filed a counter claim for Rs. 67,51,472 togeth
with interest thereon at the rate of 18%
annum, on account of rejected supplies due
manufacturing defects. The matter is pend
before the arbitrator.

T. Somasundaram (Retd|

aArbitrator
re
)
nd
of
ue

in
1
er
er

to

ng

29.42(NB:
Counter claim
by NEPC of
6.75)
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No.| Suit No. Name of the Brief description of the matter Adjudicating Amount
Party Authority (Rs. Million)
5. | Civil Suit NEPC (I) Ltd. The Company has filed a suit against NERP®1adras High 2.26
No. 218/1999 () Ltd. in 1999 before the High Court, Court.
Madras for a sum of Rs. 22,55,842 together
with interest @ 20% p.a. thereon for over
due payments for supply of shafts. The suit
is pending the decision of the Court.
6. | Special Civil Ispat Profiles A suit was filed by the Company against IspatJSD, Pune. 0.74
Suit 716/2003 India Ltd. Profiles India Ltd. ("Ispat") for failure by Ispat
to pay the contracted amount of Rs. 7,40,000
for Universal Spindle Heads manufactured| by
the Company.
7. | Criminal Complaint | Mrs. Sabitha T.| The Company has filed 24 criminal complaintudicial Magistrate 5.1
Nos. K (sole under Section 138 of the Negotiablgirst Class
3727/02 proprietor Instruments Act, 1881 against Mrs. Sabithajmrc"), Pune.
4505/02 of Anand Exports) |- K (the sole proprietor of Anand Exporis)
5084/02 for dishonour of 21 cheques aggregating to
6494/02 Rs. 4.45 million. The cases are pending before
6986/02 the Judicial Magistrate First Class ("JMFQ"),
Pune.
7627/02
8532/02
956/03
2650/03
4354/03
4353/03
5782/03
6683/03
7827/03
9208/03
11132/03
12184/03
13124/03
14866/03
1489/04
2477/04
3562/04
4630/04
6620/04
8. | Special Civil Neema Trading | The Company has filed a suit in the Cour @JSD, Pune 1.97
Suit No. 975/1995 | Pvt. Ltd. CJSD in 1995 to recover Rs. 19,72,998/- '
together with interest @ 24% per annum from
Neema Trading Pvt. Ltd. ("Neema"). The duit
is filed to recover the purchase consideration
from Neema in respect of transfer of import
licenses (obtained against exports made by the
Company), to Neema. The suit is pending [the
decision of the Court.
9. | Special Onil Gulati. (sole Summary Suit under Order 37 rule 2 of thHigh Court, Delhi, 2.63

Summary Suit
No. 852/2002

proprietor of
Gulati
Automobiles)

Code of Civil Procedure, 1908, filed by the
Company in the Delhi High Court against Mr.

Onil Gulati, sole proprietor, Gula

Automobiles, to recover an amount of Rs.

26,29,858 together with interest thereon
18% p.a. for various products sold to Gu

Automobiles. The matter is being heard ag

its maintainability as a Summary Suit.

i

@
ati
to
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No.| Suit No. Name of the Brief description of the matter Adjudicating Amount
Party Authority (Rs. Million)

10} Number not Mr. Vijay Kumar| The Company has filed a criminal complainfdditional Chief 0.8

available and Mr. Satish | under Section 138 of the Negotiahleetropolitan
Kumar Instruments Act, 1881 against Mr. Vijaymagistrate
Kumar and Mr. Satish Kumar for dishonqupacmm®),
of 5 cheques issued by Mr. Kumar aggregatingew Delhi.
to Rs. 8,87,471. The matter is pending in the
Court of the Additional Chief Metropolitan
Magistrate, ("ACMM"), New Delhi.

11] Special Civil Mr. S.C. Shaha,| The Company has filed two separate suits QUSD, Pune 0.4
Suit No. Mr. G. M. Shah| the Court of the CJSD, Pune restraining Mr. Collectivel
37/1999 S.C. Shaha and Mr. G.M. Shah respectively, (Collectively)

who resigned from the Company, from takjng
Special Civil up employment in a competing organizatjon
Suit No. in violation of the terms of their employment
1451/1998 which was secured by a bond signed with|the
Company.

NA: Not Ascertained.

121



WP oho

Litigations against the Company
Pertaining to Securities Law

Various suits have been filed by/against shareholders against/by third parties wherein the Company has been restrained fror
transferring the shares under dispute or paying dividend and other entitlements on such shares to such parties tillltbE disposa
the suits.

Pertaining to Statutory Authorities

No Suit No. Brief description of the matter Amount
Excise And Customs (Rs. millions)
1. Not available The Company has appealed against the rejection of several claims for CENVAT 3.54

credit for capital goods for the period from 1994 to 1999.The Company has paid
the amount under protest.

2 E/918/04 The Company has appealed against the order of the Commissioner (Appeals) 238
confirming penalty in respect of CENVAT credit on inputs written off as obsolete.

3. 66/2003 The Commissioner (Appeals) has passed an order against the appeal filed by the 3.69
Company against the order of the Deputy Commissioner denying CENVAT credit
on inputs used in the manufacture of exempted finished goods.

4. E/3945/03 The Company has filed an appeal against the levy of penalty in respect of CENVAT 0.50
credit claimed on depreciated capital goods by the Company.

5. E/2987/02 The Company has filed an appeal against the inclusion in the assessable value of 0.28
third party inspection charges recovered from customers. The CESTAT has remanded
the appeal back to the Commissioner (Appeals) for re-adjudication.

6. E/2266/02 The Company has filed an appeal before the Tribunal against the order of the 1.83
Commissioner (Appeals) disallowing CENVAT credit availed by the Company in
respect of capital goods cleared from Chakan to Mundhwa at full rate instead of at
the statutory rate of fifty percent.

7. E/2265/02 The Company has filed an appeal before the Tribunal against the order of the 1.91
Commissioner (Appeals) requiring the Company to pay a higher duty at the current
rate instead of the rate originally availed as CENVAT credit in respect of inputs
cleared as such.

The Company has preferred an appeal before the Commissioner (Appeals 0.25
8. 218/2002 . L . .

against the order of the Deputy Commissioner imposing a penalty for the

Company taking credit of the duty paid against exports on the evidence of proof

of export without waiting for the sanction by the Deputy Commissioner.

9 E/2278/01 The Central Government has preferred an appeal before the Tribunal against 4.95
' the order of the Commissioner (Appeals) who has passed an order in favour of
the Company relating to classification of crankshafts.

10. 28/2004 The Company has preferred an Appeal before the Commissioner (Appeals) 0.86
against the order of the Deputy Commissioner rejecting the Company's claim
for refund of duty paid on differential value of goods transferred to Chakan.

11. MR/SCN/447 The Company has received 4 (four) Show-Cause Notices relating to demands on 0.56

MR/SCN/BF/L93 excise duty on drawings and designs supplied by customers free of cost to the
MR/SCN/BFL/93 the Company.

MR/SCN/BFL/93
12. E/2031/R/99 The Company has preferred an appeal against the order on the Commissioner 1.20
imposing a penalty on the Company for dies cleared by the Company to its Jalgaon
Unit.
13. MR/SCN/BFL/ The Company has received a Show-cause Notice relating to a demand of interest 0.92
2002/112 on differential duty paid on clearances made by the Company to its Chakan unit.
4/2/2004

14. E/35/201-Mum The Central Excise Department has preferred an appeal against the orders of the 0.15
Commissioner (Appeals) passed in favour of the Company in relation to imposition
of duty and penalty for supply of seamless tubes by Kalyani Seamless Tubes Ltd.,
Baramati to the Company.
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No Suit No. Brief description of the matter Amount
(Rs. millions)
15. SCN NO./\V/ The Company has received a Show-Cause Notice relating to a demand on CENVAT 16.22
Prer/BFL/28/2003 credit availed by the Company.
71412004
Income Tax
1. Not available Two appeals relating to Assessment Years 1996-97 and 1997-98 are pending in the  180.95
Tribunal in respect of denial of carry forward loss on account of exchange rate
fluctuation and other miscellaneous matters.
2. Not available Thirteen cases filed by the Department are pending in the Tribunal and Assessing 7.20
) Authorities in respect of several deductions allowed to the Company.
Octroi Duty
1. Special Civil The Pune Municipal Corporation (“PMC”) is presently claiming an amount of 103.11
Suit N0.584/1999 Rs. 13,87,66,870/- towards outstanding dues and interest in respect of an earlier )
dispute regarding octroi duty payable by the Company. Aggrieved by this demand
the Company had filed a suit before the Pune district court and had moved an
application for ad interim reliefs restraining the PMC from receiving the alleged dues
by coercion or force until the disposal of the suit. The interim application was rejected
and hence the Company filed an appeal before the Bombay High Court, which
admitted the appeal and granted the interim relief sought till the disposal of the
appeal, subject to the Company paying the PMC a sum of Rs. 2,56,50,879/-
(in addition to Rs. 10,000,000/- already paid).. The amount of Rs. 2,56,50,879/-
was paid by the Company. The suit is pending before the District Court, Pune
and the Appeal is pending before the Bombay High Court.
Property Tax
1. Writ petition no.  With effect from April 1, 1980 the Pune Cantonment Board (“PCB”) revised the .
4130/2003 Annual Real Value (“ARV”) of the Company’s properties at Mundhwa from 22.61
Rs. 5,37,972/- to Rs. 21,03,121/-. Aggrieved by the said revision the Company filed
an appeal in the District Court, Pune. Further unacceptable revisions in the ARV
were also appealed against in the District Court. Totally five such appeals were
filed.
However, by an order dated March 20, 2001 the District Court dismissed all the
appeals. Aggrieved by the order of the District Court, the Company has filed
a Writ Petition before the High Court, Bombay inter alia challenging the order of
the District Court and questioning the constitutional validity of the provisions of
the Cantonments Act, 1924 under which the properties of the Company are assessed
for taxation. The Writ Petition is pending admission in the High Court, Bombay.
The PCB issued a notice dated January 4, 2004 under Section 91 of the
Cantonments Act, 1924 demanding a total amount of Rs. 113,53,054 against tax
arrears. The Company has replied to the said notice by its letter dated January 19,
2004 asking the PCB to keep the matter in abeyance as the santejislice.
*  Amount includes the claim of the PCB and the provision made by the Company to address the liability on
account of property tax and cess payable on the ARV.
Environmental Matters
1. Appeal/2002/787/ The Company has filed an appeal before the Appellate Authority constituted
CR/103/D1 under Section 28 of the Water (Prevention and Control of Pollution) Act, 1974 NA
against the stringent conditions stipulated in the consent to operate dated June 25,
2002 issued by the Maharashtra Pollution Control Board (“MPCB”). The appeal
is pending the decision of the Appellate Authority.
2. Appeal/l2002/787/ The Company has filed an appeal before the Appellate Authority constituted
NA

CR/103/D1 under Section 13 of the Water (Prevention and Control of Pollution) Act, 1974
against the assessment order issued by MPCB imposing cess on the basis of a
wrong consumption reading submitted by the Company to the MPCB for the
period commencing on June 2003 and ending on August 2003.
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No Suit No. Brief description of the matter Amount
(Rs. millions)

Exports

1. 11/356/03-04/ The Company has filed an appeal before the Additional Director General of Foreign 0.075
ECA-1/1731 Trade (“DGFT”) against a fine of Rs. 75,000/- (paid by the Company under
protest) imposed on the Company for its failure to establish documentary evidence
proving exports made by the Company.

Pertaining to Labour Laws

No. Suit No. Category  Brief description of the matter Amount
Rs. million
1. Special Leave Workmen The Company has after holding necessary inquiries dismissed two 0.80
Petition (Civil) workmen with effect from January 17, 1984 and July 13, 1999 (collectively)
2880/2002 respectively. The workmen have individually filed cases for
(Supreme reinstatement and full back-wages. One matter is pending in the
Court Matter) Supreme Court and the other in the Labour Court
ULP 217/1999
2. IDA/424/2000 Contract  Approximately seven contract labourers have either left the services NA
IDA/460/2000 Labourers  of or have been removed by their respective contractors appointed
IDA/260/2000 bythe Company and have claimed reinstatement with full back-
IDA/428/2000 wages with the contractor. The matters are pending in Labour Courts.
IDA/254/2002
IDA/326/96
IDA/70/2001
3. ULP/257/01 Officers ~ The Company has after due inquiries terminated the services of 1.62
ULP/301/01 approximately seven officers. The officers have individually raised (collectively)
ULP/273/02 claims for backwages and reinstatement and the matters
ULP/42/03 are pending in the Courts.
IDA/501/02
ULP/9/02
ULP/7/03
4. ULP/4/02 to Jalgaon The Company notified the closing down of its manufacturing activities 4.20
ULP/20/02 Workmen at its factory at Jalgaon. The services of the nineteen workmen who
ULP/40/02 were on the rolls of Jalgaon factory were terminated with effect from
ULP/9/03 February 11, 2001 and all their legal dues were paid. The

workmen, thereafter, approached the Company to consider their cases
under a Voluntary Retirement Scheme, which was announced earlier.
Accordingly, they resigned and their dues were settled. The workmen
have now filed a complaint of unfair labour practice for illegal closure
of the Jalgaon factory.

NA: Not Ascertained.
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Pertaining to other matters.

No. Suit No. Name of the Brief description of the matter Adjudicating  Suit No. Amount
Party(ies) Authority (Rs. million)
1 Not RBM Associates and The Agent has issued a notice - - NA
Applicable Jarrett Associates, threatening to initiate arbitration
England (jointly, proceedings claiming damages assessed
the Agent) by the Agent to be in excess of £

100,000/- against the Company with
respect to the alleged breach of an
agency agreement by the Company.

2. Not ITOCHU Itochu has issued a legal notice through- - NA
Applicable Automobile America  its Attorneys, Abbot Nicholson PC,
INC., U.S.A. (Itochu) threatening appropriate legal action
for failure by the Company to pay
agency commission of 5% of sales
made by the Company to the Ford
Motor Company, U.S.A.

NA: Not ascertainable in absence of a formal claim invoking arbitration.
Against the Directors of the Company

No. Suit No. Name of the Brief description of the matter Adjudicating Amount
_ Director Authority (Rs. million)
1. Criminal Mr. P.Bhogilal Cummins India Ltd. has filed criminal Judicial Magistrate NA

Complaint Nos. complaints against Mr. P. Bhogilal (First Class), Pune.

796/2003 under Section 138 of the Negotiable

797/2003 Instruments Act, 1881 for dishonour

798/2003 of cheques signed by him in his

926/2003 capacity as director of Batliboi Ltd.

1434/2003 The matters are pending in Court of

1443/2003 the Judicial Magistrate, First

1444/2003 Class("JMFC"), Pune.

1911/2003

1912/2003

1913/2003

1445/2003
2. Suit No. Mr. P. Bhogilal In a dispute between purchasers of District Court, NA

01 of 2001 shares of a company belonging to Mr. Surat.

Bhogilal, Mr. Bhogilal has been
impleaded as a party although no
charges or claims are made against him.
Hence, Mr. Bhogilal has made an
application for discharge.

3. Not available Mr. S. D. Kulkarni In a matter under the Foreign Exchange Appellate Authority 0.15
Regulation Act, 1973 despite holding for Foreign Exchange
that Mr. Kulkarni has not violated any
provision of FERA, the adjudicating
authority levied a penalty for not
depositing the foreign exchange with
the authorized dealer within the
stipulated period. Mr. Kulkarni has
filed an appeal against the said order
and the same is pending.
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No. Suit No. Name of the Brief description of the matter Adjudicating Amount
Director Authority (Rs. million)
4. STC/5/2003 Mr. G. K. Agarwal. Pursuant to an investigation into the cause of anCourt of Chief NA

accident in which a contract labourer was injuredudicial
the Factory Inspector initiated prosecutiomMagistrate,
against Mr. G. K. Agarwal in his capacity asPune.
Occupier of the Mundhwa factory at Pune for
contravention of the provisions relating to

“Safety and Maintenance in Dangerous
Operations”, as stipulated under the Factories

Act, 1948. The matter is pending before the Court

of Chief Judicial Magistrate, Pune.

5. STC/30/2004 Mr. G. K. Agarwal. Pursuant to injuries and death caused to certainCourt of the NA
employees at the Mundhwa Plant, (‘Plant’) aChief Judicial
show-cause notice was issued to Mr. G. KMagistrate, Pune
Agarwal as the Occupier of the Plant, asking him
to show-cause as to why proceedings should not
be initiated against him for breach of the
provisions of Section 7-A (2) (a) of the Factories
Act, 1948. Mr. Agarwal has appropriately replied
to the show-cause notice. Thereafter summons
have been served on Mr. Agarwal by the Court
of Chief Judicial Magistrate, Pune.

NA: Not Ascertained.

Default by Mysore Kirloskar Limited on which Mr. Pratap Bhogilal was an independent non-executive director

Mr. Pratap Bhogilal was an independent non-executive director on the Board of Mysore Kirloskar Limited (MKL), a company whose
name appeared in the RBI defaulter list. The default pertained to the loan availed by MKL from Sumitomo Mitsui Bank. M. Bhogil
has ceased to be a director of MKL with effect from January 12, 2001. We understand that MKL was referred to Board fair Industri
and Financial Restructuring (“BIFR”) and thereafter winding up orders was passed by Karnataka High Court on April 01, 2004.

Order against Indo Rama Synthetics (I) Ltd. on which Mr. Anil Rege was a Director

Mr. A.D. Rege, as a Director of Indo Rama Synthetics (I) Ltd., has preferred an appeal before the appelate tribunal for Foreign
Exchange, against an order dated February 12, 2004 of the adjudicating authority ("Order") passed against Indo RamglBynthetics
Ltd. and its Directors. The order passed was for the contravention of the provisions of Section 18(3) of the (erstwhite) Foreig
Exchange Regulation Act, 1973 ("Act") as Rs. 0.89 million towards the value of goods exported by Indo Rama Synthetiasal) Ltd.

not realised by Indo Rama Synthetics (I) Ltd. nor written off by the authorised dealer / Reserve Bank of India. The appeigte au

has also imposed a fine of Rs. 0.1 million on the Company and Rs. 25,000/- on each director, under Sections 50 and 31 of the Ac
Mr. A.D. Rege has resigned as a Director of Indo Rama Synthetics (I) Ltd. with effective from April 20, 2004.

C. Litigations by and against the Promoter/Group/Associate Companies (top Listed group companies in terms of market capitalisati

No. Name of the Company Brief description of the matter. Amount
(Rs. million)
1. Kalyani Brakes Limited The company has filed appeals with the Commissioner in respect 3.64 (Collectively)

of seven excise cases for denial of CENVAT credit for imported
machines taken on lease from Maruti who had imported the same
under an EPCG.

2. Automotive Axles Limited There are five cases relating to entry tax. 0.20 (Collectively)
There are eight cases filed by the employees of the company 5.46 (Collectively)
for reinstatement with backwages. The cases are pending in various
labour Courts.
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No. Name of the Company Brief description of the matter. Amount
(Rs. Million)

There is one case filed by the Employees Union against the NA
Company for wages during the four-month strike period between
February and May 1999.

There are two cases relating to Central excise 0.12

3. Kalyani Steel Limited Seven civil suits are filed against various parties for recovering21.49 (Collectively)
an aggregate sum of Rs 21.49 million.

One suit has been filed by the company against the Pune Municipal 54.27
Corporation in respect of demands raised by the PMC aggregating
to Rs. 54.27 million.

One suit has been filed by the company against the Pune Municipal 7.88
Corporation to claim refund of Rs. 7.88 million advanced as a
security deposit.

Five Civil Suits have been filed against company claiming an 5.38 (Collectively)
aggregating amount of Rs. 5.38 million.

There are four applications pending in the ESI Court involving 2.46 (Collectively)
demands of Rs. 2.46 million.

There are eight sales tax claims pending with various appellate sales 3.38 (Collectively)
tax authorities involving demands aggregating to Rs. 3.38 million.

There are two income tax claims pending with appellate income tax
authorities involving demands aggregating to Rs. 0.25 million 0.25 (Collectively)

There are two show causes issued by the excise authorities relating 29.28 (Collectively)
to CENVAT / MODVAT Credit claimed by the company aggregating
to Rs. 29.28 million.

In addition there are eleven excise claims pending with the various 119.87 (Collectively)
excise authorities relating to CENVAT / MODVAT Credit, valuation
etc. aggregating to Rs. 119.87 million.

D. Litigations by and against the Promoter/Group/Associate Companiesdp 5 unlisted group companies in terms of turnover/

income
No. Name of the Company Brief description of the matter. Amount
(Rs. million)
1. Meritor HVS Limited The company has received a corrigendum to its reply to one show 1.59
cause notice issued by the Assistant Commissioner of Central Excise,
relating to service tax for the technical support provided to
Automotive Axles Ltd.
2. Kalyani Carpenter Special There are four labour cases filed by the employees against the 2.00
Steels Limited company regarding retrenchment. The cases are pending in the
Labour Court, Pune.
3. Epicenter Technologies The company has preferred an appeal against the order of the N.A
Pvt. Ltd. Assistant Commissioner of Income — tax disallowing certain expenses
claimed by the company amounting to Rs.1.85 million
4, Precision Seals The company has preferred an appeal against the order of the 1.67
Manufacturing Limited Additional Commissioner, Central Excise claiming excise duty on sale  (Plus penalty
of rubber components by the company to Kalyani Brakes Limited. equal to the
amount of duty
payable and
interest @ 24%
per annum.)
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PROMISES VS PERFORMANCE IN RESPECT OF PREVIOUS ISSUES
For the Company

The Company had made Rights Issue of equity shares in October 1989, October 1992 and in March 1994. The promised future
performance of the Company was not presented in the Letters of Offer for October 1989 issue and hence a comparison of the
Company’s actual performance vis-a-vis the projections made in the Letters of Offer is not possible.

1992

Rights issue of 3,660,700 equity shares of Rs.10/- each for cash at a premium of Rs.150/- per share aggregating to RmB685.70 mi
to the equity shareholders of Bharat Forge Limited in September-October, 1992. Additionally, 183,000 equity shares cidRsfa0/- e

cash at a premium of Rs.150/- per share aggregating to Rs.29.30 million were offered to the employees (including Indian Working
Directors and Workers) of the Company. There was a shortfall in the actual performance compared to the projections given in the
Letter of Offer, as given below:

(in Rs. million except per share data)

Year ending March 31 1993 1994 1995
Promised Actual Promised Actual Promised Actual

Total Income 3,385.70 2,416.74 3,701.10 2,365.87 3,944.00 3,683.42
PBDIT 600.20 450.63 764.30 588.24 899.60 764.24
Depreciation 202.90 123.77 228.20 146.75 252.40 165.99
Interest 308.10 253.58 273.60 325.19 273.80 340.10
Profit after Tax 98.00 73.29 159.10 116.30 209.60 258.15
EPS (Rs.) 5.30 3.98 8.00 5.89 10.54 7.96
NAV (Rs.) 80.19 76.49 90.85 85.88 98.39 72.74

The issue was made to finance the wheel rim project at projected cost of Rs. 372.50 million (actual cost Rs. 446.32nailtat), f
services division at actual cost of Rs. 600.00 million, normal capital expenditure & investments at actual cost of RsillZ38.66r m
repayment of term loans & debentures and for working capital requirements accumulating to Rs. 1193.10 million. The Wheel Rim
Project was to be completed by August, 1994 (actual by March 1996) and Financial Services division by December, 1992irfgctual du
1992-93). The recession in the Indian automotive industry during the period 1992-1994 contributed to the shortfall inuthemdven
profitability parameters.

1994

Rights issue of 6,923,000 equity shares of Rs.10/- each for cash at a premium of Rs.40/- per share aggregating to R®€84® 15 mil
the equity shareholders of Bharat Forge Limited in February-March, 1994. The actual performance compared to the progttions giv
in the Letter of Offer, as given below:

(in Rs. million except per share data)

Year ending March 31 1994 1995 1996

Promised Actual Promised Actual Promised Actual
Equity Share Capital 266.47 197.46 308.25 280.57 339.96 367.77
Reserves & Surplus 1,773.92 1,507.86 2,093.40 2,008.98 2,683.49 3,366.65
Total Income 2,772.72 2,365.87 3,086.11 3,583.42 3,634.12 4,964.96
PBDIT 566.06 588.24 720.22 764.24 918.65 1,124.08
Depreciation 194.27 146.75 209.89 165.99 272.61 176.38
Interest 290.33 325.19 291.13 340.10 339.85 438.20
Profit before Tax 81.46 116.86 219.20 259.02 306.19 509.50
Profit after Tax 81.46 116.30 219.20 258.15 306.19 508.74
EPS (Rs.) 3.06 5.89 7.11 7.96 9.01 12.31
NAV (Rs.) 76.57 85.88 77.91 72.74 88.94 97.82
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The issue was made to finance the connecting rod project at projected cost of Rs. 164.12 million (actual cost Rs. 109,17 millio
expansion of financial services division at actual cost of Rs. 300.00 million and for normal capital expenditure & investactuds

cost of Rs. 178.76 million. The connecting rod project was to be completed by September, 1995 (actual by December 1996). The
recession in the Indian automotive industry during the period 1994 contributed to the shortfall in the revenue and profitabilit
parameters.

Kalyani Steels Limited

Rights issue of 9,085,000 equity shares of Rs.10/- each at a premium of Rs.50/- per share aggregating Rs.545.10 mitljon to equi
shareholders of Kalyani Steels Limited in February-March, 1994. There was a shortfall in the actual performance compared to the
projections given in the Letter of Offer, as given below:

(in Rs. million except per share data)

1994 1995 1996 1997
Year ending March 31 Promised Actual Promised Actual  Promised Actual Promised Actual
Equity Capital 148.80 147.85 239.65 241.10 239.65 300.71 239.65 300.53
Reserve & Surplus 1,344.65 1,323.38 1,916.10 1,885.03 2,025.72 2,586.41  2,336.96  2,590.79
Turnover 1,443.21 1,343.57 3,036.21 1,814.79 3,520.68 2,303.93  3,740.68 2,432.29
PBDIT 254.31 211.86 887.08 318.03 1,035.45 371.03  1,088.18 437.63
Depreciation 59.00 45.82 327.00 55.28 329.00 97.57 335.00 105.51
Interest 80.84 70.58 359.32 103.50 384.37 79.62 370.05 111.59
Profit before Tax 114.47 95.46 200.76 159.25 322.08 193.84 383.13 220.53
Taxation - 0.32 - 0.30 - 0.30 - 0.30
Profit after Tax 114.47 95.14 200.76 158.95 322.08 193.54 383.13 71.58*
Earning Per Share (Rs) 7.69 6.39 8.38 5.27 13.44 6.42 15.98 2.38

* - After impact of an extraordinary item (octroi liability)

The issue was made to finance the modernization & rationalization of steel plant at Pune at projected cost of Rs 200rmilion, n
capital expenditure at projected cost of Rs 100.00 million, and funding long term working capital requirements at a msjected ¢

Rs. 95.10 million and for investment proposals at projected cost of Rs. 150.00 million to be completed by June, 1994aifiata pert

to the performance with regard to actual cost incurred and adherence to time schedule was not available. We underséand that, tl
shortfall in the performance for fiscal year 1994 was attributable to the recession in the economy in general and thestsyeel ind
particular. As regards the shortfall in the performance in fiscal years 1995-1997, the same was attributed to the treasfies®f s

tube business in fiscal 1995 to a separate company. The promised figures contain the projections of the combined basinasd of st
seamless tubes. However since the seamless tube business was hived off into a separate company in fiscal 1995 andcasasuch the a
figures contain the performance of only the steel business and therefore the same are not comparable with the projemtietisrmenti

the offer document for the fiscal year 1995-97. However as can be seen from the table above consistent growth, both andurnover
profitability was primarily on account of improved performance in steel operations.

Kalyani Brakes Limited

Rights issue of 3,465,500 equity shares of Rs. 10/- each at a premium of Rs. 65/- per share aggregating Rs. 259.9 hendlijrityto t
shareholders of Kalyani Brakes Limited in October-November, 1995. There was a shortfall in the actual performance corhpared to t
projections given in the Letter of Offer, as given below:

(in Rs. million except per share data)

1995 1996 March 31

(September 30) (Annualised) 1997 1998 1999
Year ending Promised Actual Promised Actual Promised Actual Promised Actual Promised Actual
March 31
Equity Capital 69.31 69.31 103.97 103.97 103.97 103.97 103.97 103.97 103.97 103.97
Net worth 105.34 217.99 441.97 469.98 497.70  469.98 565.05 475.52 632.67 478.22
Total Income 801.76 863.82 931.67 1070.88  1,128.19 1074.20 1320.38 1086.66  1429.25 977.50
PBDIT 103.68  80.32 134.61 131.36 173.34 127.71 202.13 131.53 211.88 79.51
Depreciation 19.74 17.25 23.39 20.44 30.43 25.54 35.97 33.62 38.35 4291
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Interest 87.79  59.18 68.07  39.66 66.83 31.07 73.25 24.14 4495 20.56
Profit before Tax (3.85) 3.89 43.14  71.26 76.08 71.10 92.90 73.77 12858 16.04
Taxation - - - - - - - 7.79 30.2 1.8

Profit after Tax (3.85) 3.89 43.14 71.26 76.08 71.10 92.90 65.98 98.38 14.24
Earning Per Share (Rs) - 0.60 4.20 6.90 7.30 6.80 8.90 6.30 9.50 1.40

The issue was made to finance the cost of Building, projected cost Rs 44.00 million (actual cost Rs.98.27 million), Pldume®yMac
(including Electrical Installations), projected cost Rs 159.50 million (actual cost Rs.179.34 million), utilities, projestt&.c6.00
million (actual cost Rs.15.70 million), working capital margin for capacity expansion, projected cost Rs.13.00 millionc(esttual
Rs. 10.97 million), strengthening of the long term working capital, projected cost Rs 65.26 million (actual cost Rs. T&2@mmdill
issue expenses, projected cost Rs 2.15 million, (actual cost Rs.4.94 million) to be completed by July, 1998 (actual by)D€ae 199
recession in the Indian automotive industry during the period 1997-1999 contributed to the shortfall in the revenue duiltyprofita
parameters.

HIKAL Limited

Issue of 750,000 equity shares of Rs.10/- each for cash at a premium of Rs.40/- per share aggregating Rs.37.50 milliprityto the e
shareholders of Hikal in October-November, 1994. There was a shortfall in the actual performance compared to the pregttions gi
in the Letter of Offer, as given below:

(in Rs. million except per share data)

1995 1996 1997

Year ending March 31 Promised Actual Promised Actual Promised Actual
Equity Capital 30.00 30.00 30.00 30.00 30.00 35.60
Reserve & Surplus 48.00 46.50 60.30 52.10 78.70 110.50
Turnover 159.50 132.90 228.60 176.90 271.80 202.90
PBDIT 31.90 25.90 47.90 39.10 57.80 49.20
Depreciation 6.10 5.90 9.30 9.20 12.20 13.90
Interest 13.70 9.40 16.80 15.80 14.00 19.70
Profit before Tax 12.10 10.60 21.80 14.10 31.60 15.60
Taxation 1.10 0.50 3.50 1.20 5.70 2.00
Profit after Tax 11.00 10.10 18.30 12.90 25.90 13.60
Earning Per Share (Rs) 5.1* 3.3 6.1 4.3 8.6 3.81

(* on expanded equity, Annualised)

The issue was made to finance the expansion & modernization at projected cost of Rs. 27.5 million (actual cost Rs. 28.7 million
diversification at projected cost of Rs. 41.0 million (actual cost Rs. 36.5 million), and others at projected cost of Rdlidty.5

(actual cost Rs. 20.8 million). As can be seen from the table above, while the Company has been able to grow its turnover anc
profitability on a year on year basis, we understand that the shortfall in the sales turnover and profitability as contpared to
projections was primarily attributable to a sluggish international demand for agro-chemicals and stiff competition frosubspuites.

Automotive Axles Limited

Rights issue of 2,062,500 equity shares of Rs.10/- each at a premium of Rs. 20/- per share aggregating Rs. 61,875,8%8tintp the
shareholders of Automotive Axles in February-March, 1995. There was a shortfall in the actual performance compared tdidhs proje
given in the Letter of Offer, as given below:

(in Rs. million except per share data)

1995 1996 1997
Year ending March 31 Promised Actual Promised Actual Promised Actual
Equity Capital 152.11 151.12 152.11 151.12 152.11 151.12
Reserve & Surplus (63.30) 115.59 (20.50) 152.75 45.30 198.33
Turnover 549.80 815.82 618.50 1,140.47 950.00 957.90
PBDIT 86.50 114.59 103.40 165.52 175.10 190.86
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Depreciation & Write Offs 31.50 36.76 33.30 53.80 39.30 82.97
Interest 33.60 33.15 27.30 27.86 28.70 25.88
Profit before Tax 21.50 44.68 42.70 83.86 107.10 82.02
Taxation - - - 6.07 - 11.50
Profit after Tax 21.50 44.68 42.70 77.79 107.10 70.52
Earning Per Share (Rs) 1.41 2.96 2.80 5.15 7.04 4.67

The issue was made to finance the capital expenditures required for purchase of balancing equipment and for modernigtitign of ex
manufacturing facilities at projected cost of Rs 51.20 million (actual cost Rs 51.20 million), repayment of existing tesna loan
projected cost of Rs 100.00 million (actual cost Rs 100.00 million), Interest due to Promoters/ Financial Institutionsdf Rdlid4
(actual cost Rs 34.10 million) and issue expenses of Rs.1 million (actual Rs. 0.09 million). The actual Profit beforeitTafterPTak

and Earning Per Share (Rs) for the year ended March 31, 1997 were lower than what was projected due to the following:

- Write-off of software costs - Rs.4.3 million.
- Charge-off of liability on restatement of Sales Tax deferred liability - Rs.7.4 million
- Tax liability arising out of carried forward allowances becoming time barred
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STOCK MARKET DATA FOR ORDINARY SHARES OF THE COMPANY
(i) The following is the movement in the share price of the Company on the BSE:

High Low Average
Year ended March 31 Date (Rs.) Volume Date (Rs.) \Volume price(Rs.)
2000 4/1/2000 365.90 50,275 28/4/1999 59.90 31,602 212.90
2001 12/4/2000 225.50 53,424 23/3/2001 74.10 240,175 149.80
2002 12/2/2002 130.35 273,450 26/7/2001 46.00 2,267 88.18
2003 21/2/2003 267.50 23,118 1/4/2002 110.00 27,052 188.75
2004 12/1/2004 860.00 130,856 1/4/2003 241.00 7,476 550.50
The following is the movement in the share price of the Company on the NSE:

High Low Average
Year ended March 31 Date (Rs.) Volume Date (Rs.) \Volume price(Rs.)
2000 7/12/1999 381.65 111,666 28/4/1999 59.00 5,150 220.33
2001 12/4/2000 228.95 28,462 23/4/2001 75.00 30,109 151.98
2002 12/2/2002 131.50 129,576 26/7/2001 41.00 3,136 86.25
2003 13/3/2003 280.00 26,272 1/4/2002 111.00 16,360 195.50
2004 30/12/2003 890.00 98,925 1/4/2003 240.60 12,024 565.30

(i) The closing market price of the equity share of the Company on the BSE on the day after the Board approved the Issue (i.e
January 19, 2004) was Rs.770.95 per sh@eurce: BSE Website)

(i) The total volume of securities traded in each month during the preceding six months on the BSE is as follows:

Period High Price Date of No. of Shares Date of Low No. of Shares
(Rs.) High Price Traded on the day Low Price Price Traded on the
quotation of High Price (Rs.) quotation  day of Low Price
January 2004 860.00 12/01/2004 130,856 670.00 22/01/2004 42,999
February 2004 816.00 10/02/2004 68,116 671.00 04/02/2004 34,033
March 2004 810.00 03/03/2004 40,922 675.00 17/03/2004 6,171
April 2004 846.75 23/04/2004 5,713 731.00 2/04/2004 8,514
May 2004 825.00 6/05/2004 5,041 554.60 17/05/2004 34,982
June 2004 714.00 1/06/2004 42,854 588.05 22/06/2004 24,877
The total volume of securities traded in each month during the preceding six months on the NSE is as follows:
Period High Price Date of No. of Shares Date of Low No. of Shares
(Rs.) High Price Traded on the day Low Price Price Traded on the
quotation of High Price (Rs.) quotation  day of Low Price
January 2004 860.00 15/01/2004 57,273 666.00 22/01/2004 62,794
February 2004 816.00 10/02/2004 132,631 675.00 03/02/2004 46,434
March 2004 804.00 4/03/2004 104,716 651.40 12/03/2004 56,292
April 2004 845.00 23/04/2004 18,083 731.05 2/04/2004 9,585
May 2004 870.00 10/05/2004 108,747 554.70 17/05/2004 96,517
June 2004 749.00 2/06/2004 21,420 581.00 25/06/2004 14,500
The total volume of securities traded in each month during the preceding six months on the BSE and NSE is as follows:
Period Total Volume on BSE Total Volume on NSE
January 2004 6,32,233 13,93,660
February 2004 5,21,054 9,53,855
March 2004 4,33,505 5,77,892
April 2004 1,79,241 4,09,696
May 2004 9,33,964 9,09,021
June 2004 4,73,782 4,87,864

(iv) The Ordinary Shares of the Company are actively traded on The Stock Exchange, Mumbai and National Stock Exchange of Indig
Limited but not actively traded on Pune Stock Exchange.

(v) Please refer to page xvi of this Letter of Offer for details regarding transactions in the securities of the Compakgrubgerta
the promoters, relatives and directors of the Company during the last 6 months, from date of filing of draft offer dochment wit
SEBI and updated till date.
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BASIS FOR ISSUE PRICE

Investors should also refer to the risk factors commencing on page ii and the financials of the company as set out or'shepardit
commencing on page 93 of this Letter of Offer to have more informed view before the investment decision.

Qualitative Factors

The Company’s customer pool comprises of leading domestic and international automobile and auto component manufacturers an
the Company has one of the technologically advanced commercial forging shops in India.

The Company was highest in terms of export sales amongst auto component manufacturers in India(BstrgearACMA)

Premier client base with over 150 customers, both in India and abroad including marquee global customers such as Daimlel
Chrysler, Arvin Meritor, Dana Corporation, Ford, Renault Vehicle Industry, etc. and leading Indian automobile and auto-tomponen
manufacturers like Tata Motors, Ashok Leyand, Cummins, Tata Cummins, Mahindra & Mahindra and Maruti

De-risked business model with a wider geographical spread and major thrust on exports (export revenues constituted about 38% ¢
total income in the year ended March 31, 2004)

Leverages on promoter group’s presence in the major auto component segments
Adjusted Earning Per Share (EPS)

Year EPS (Rs.) Weight
2000-2001 7.26 1
2001-2002 5.31 2
2002-2003 20.71 3
2003-2004 32.28 4
Weighted Average EPS 20.91

# After Extraordinary Items
Price/Earning Ratio (P/E)

Based on Adjusted EPS for Fiscal 2004 in relation to Rights Issue Price Band : Rs.560 - 17.35x
Based on Weighted average EPS in relation to Rights Issue Price: Rs.560 - 26.78x;
Industry P/E -
HIGNEST ..oveieii e 20.3
LOWEST ..t 1.5
INdustry COMPOSItE ....vveviieeiiiiiiiiiieee e 12.9

Source: Capital Markets Issue (July 19-Aug.1, 2004)
Return on Net Worth

Year RoNW (%) Weight
2000-2001 23.80% 1
2001-2002 15.09% 2
2002-2003 50.49% 3
2003-2004 51.38% 4
Weighted Average RoNW 41.10%

Minimum Return on Total Net Worth after Issue needed to maintain pre-issue EPS is 40.07%.

Minimum return on Total Net Worth after issue (at Rs. 560/- per share) and exercise of warrants (at minimum price of
Rs. 1,200/- per share) needed to maintain pre-issue EPS is 30.29%.

Net Asset Value (NAV)

(@) As at March 31, 2004 56.58
(b) After Issue 80.55
(c) Issue Price 560.00

Please refer to page 116 under ‘Auditor’s Report’ of the Letter of Offer for detailed workings of the abovementioned acatosting
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Industry Comparables

Bharat
Fouje

(in Rs. million except stated otherwise)

Company Name Year Equity  Book Value RONW Sales PBIDT Net Profit PAT PE
Ended (Rs. Mn) (Rs.) (%) (Rs. Mn) (%) (Rs. Mn) (%) Ratio
Ahmednagar Forg. 200306(15) 80 531 106 1,042 17.9 53 5.08% 5.1
Amforge Inds. U200403 148 323 2,069 128 131 6.33% 8.7
Amtek Auto 200306(15) 163 104.9 19.7 4123 246 424 10.28% 15.1
Bharat Forge 200403 377 58.7 415 8,321 312 1,249 15.01% 20.3
DoV U200403 174 29.2 - 2,711 33 20 0.73% 94
EL Forge 200403 66 19.7 502 140 13 258% 173
Electrost. Cast. 200403 162 2954 18.8 6,721 20.3 737 10.96% 57
Ennore Foundries 200403 68 (22 1,851 78 42 2.26% 74
Gontermann. Peip. U200403 789 (23.1) 3,207 129 (614) -19.14%
Inv. & Prec. Cast. 200403 6 2973 352 302 269 51 16.88% 45
Jaipan Inds U200403 61 158 - 108 6.0 3 2.71% -
Jayaswals Neco U200403 427 75 6,465 6.8 (421) -651% -
Kalyani Forge U200403 36 99.6 199 1,025 20.1 108 1053% 35
KIC Metaliks U200403 37 456 1,153 9.7 26 225% 35
MM Forgings 200403 30 1553 16.9 1,039 199 70 6.73% 58
Magna Electrocast 200403 46 206 - 228 188 26 11.40% 4.6
Pradeep Metals U200403 106 (205) - 186 110 -
Simplex Casting U200403 60 332 0.7 750 95 1 013% 51
Steelcast 200403 36 240 - 300 82 9 300% 6.1
Tayo Rolls 200403 55 59.0 143 865 135 46 531% 50
Titagarh Inds. 200403 124 353 313 04) (68) 21.72%
Uni Abex Alloy U200403 20 43 - 203 16.1 17 837% 17
Whra Automet U200403 42 10.2 354 211 48 13.55% 15
Ind. Composite 3466 44,541 172 1,470 129

Source: Capital Markets Issue (July 19-Aug. 1, 2004) and Capital Markets Issue (June 7-June 20, 2004). The data for the Company
for the above table has been sourced from Capital Markets Issue (July 19-Aug. 1, 2004). Company related data with résgect to ot
tables mentioned in this section have been sourced from the auditor's report. It may be noted that the methodology ofresuifsuting

by "Capital Market" may be different from the methodology used by the auditors incase of Bharat Forge Ltd.

From the above industry table, it is reiterated that Bharat Forge Limited is the industry leader on the basis of revewdieakdlity. p
For the fiscal year ended March 2004 the Total Sales, PAT and the EPS of Bharat Forge stood at Rs.7,831 million, R#or,249 mil
and Rs. 32.28 respectively which is higher by 31%, 54% and 56% respectively compared to fiscal 2003.

Bharat Forge Limited has the highest export sales amongst the auto component manufacturers as per ACMA. Bharat Forge Limited he
the highest sales, highest net profits and highest return on net worth amongst its Indian peers. Hence, the Lead Marmager and tl
Company are of the opinion that the offer price of Rs. 560 is justified.
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Information as required by Government of India, Ministry of Finance, Circular No. F2/5/SE/76, dated February 5, 1977 as
amended vide their Circular of even number dated March 8, 1977 is given below:

1. Working Results of the Company
Unaudited financial results for the quarter ended June 30, 2004

(Rs. million)
Total Sales 2,567.90
Other Income 41.60
Total Income 2,609.50
PBDIT 732.00
Interest 78.70
Provision for Depreciation 123.20
Profit/(Loss) Before Tax 530.10
Provision for Tax (Current plus Deferred) 190.10
Estimated /(Loss)Net Profit 340.00

While announcing our quarterly audited results for the quarter ended June 30, 2004, we have informed the Stock Exchamges that w

have recently won two major long term contract for material heavy duty diesel engine crank sharp from leading global erfigaterensn
These orders will help us gain entry into global power train business.

2. Save as stated elsewhere in the Letter of Offer, there are no material changes and commitments, which are likelyeo affect th
financial position of the Company since March 31, 2004 (i.e. last date up to which audited information is incorporated in the

Letter of Offer)
3. a) Week end prices of Equity Shares of the Company for the last four weeks on the BSE are as below:

Week ended on Closing Rate BSE (Rs) Closing Rate NSE (Rs)
July 16, 2004 675.00 676.75
July 9, 2004 667.55 666.95
July 2, 2004 644.35 644.40
June 25, 2004 606.25 604.15

b) As per the notice no. 20040714-13, issued by the BSE, the transactions in the equity shares of the Company would be don
on an ex-right and ex-dividend basis with effect from July 20, 2004. The closing price of the equity shares of the Company

on the BSE on July 20, 2004 was Rs. 657.30 per equity share (ex-right price).

c) Highest and Lowest Price of the Equity Share of the Company on BSE during the period June, 2004 to July, 2003 (for the

last year):

Market Price Date
High Rs. 860.00 January 12, 2004
Low Rs. 331.70 July 1, 2003

DEFAULTS IN THE PAYMENT/REFUNDS OF DEBENTURES, FIXED DEPOSITS, INTEREST ON FIXED DEPOSITS,
DEBENTURE INTEREST AND INSTITUTIONAL DUES

There are no defaults, non-payment/overdues of statutory dues, institutional/Company dues and dues towards holders &f debenture

bonds and fixed deposits and arrears of preference shares, etc, other than unclaimed liabilities of the Company, its sitb<idieni
ventures, promoters, Group companies and companies promoted by the promoter.
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PARTICULARS REGARDING LISTED COMPANIES UNDER THE SAME MANAGEMENT WHICH HAVE MADE ANY CAPITAL
ISSUES DURING THE LAST 3 YEARS

There are no listed Companies under the same management within the meaning of Section 370(1B) of the Companies Act, 1956, whic
made capital issues during the last 3 years.

MECHANISM EVOLVED BY THE COMPANY FOR REDRESSAL OF INVESTOR GRIEVANCES

The Company’s name has not appeared in Press Releases issued by SEBI regarding maximum number of complaints received from t
investors.

Status of complaints received from SEBI
As of the date of this Letter of Offer, no complaints were pending with SEBI.
Overall status of Investor Grievances

Opening balance of the pending complaints as on April 1, 2003 was Nil. Total number of complaints received for the pekiod from
1, 2003 to March 19, 2004 was 4. 4 complaints were attended to and no complaints were pending for more than 15 days of receif
as on March 19, 2004.

The transfer and other related work is handled by our in-house Secretarial Department. The Secretarial Department saatiteely inte
with shareholders for expeditious redressal of investor grievances and takes care of complaints received from statusughbaslies

SEBI, Stock Exchanges, Department of Company Affairs, etc. The name of the Company has never appeared in fortnightly pres:
release on investor complaints of SEBI.

The Company’s investor grievances arising out of the Issue will be handled by Intime Spectrum Registry Limited, Registrars to t
Issue. The Registrars will have a separate team of personnel handling only the post issue correspondence of the Company.

Investor grievances are settled expeditiously and satisfactorily by the Company. The agreement between the Company and th
Registrars will provide for retention of records with the Company for a period of atleast one year from the last dateclofodispat
Letter of Allotment / Share & Warrant Certificates / Refund Order to enable the Registrars to redress grievances of investors.

All grievances relating to the Issue may be addressed to the Registrars to the Issue giving full details such as fokoamal, athiress

of the first applicant, number of shares applied for, Application Form serial number, amount paid on application and tmanBank B
where the application was deposited, along with a photocopy of the acknowledgement slip. In case of renunciation, thélssafme deta
the renouncee should be furnished.

The average time taken by the Registrars for attending to routine grievances will be 15 days from the date of receipf. morcase
routine grievances where verification at other agencies is involved, it would be the endeavour of the Registrars to latenesto t
expeditiously as possible. The Company undertakes to resolve its investor grievances in a time bound manner.

All investors are hereby informed that the Company has appointed a Compliance Officer who may be contacted in case of any pre
issue/post-issue related problems.

DETAILS OF ADVERSE EVENTS AFFECTING THE COMPANY SINCE THE LAST FINANCIAL

An incident took place on February 16, 2004 in the Hammer Shop at Mundhwa Plant of the Company. The failure of a compressed
air pipe was identified as the primary cause of the incident. Unfortunately, few employees sustained injuries, and two of them
succumbed to injuries. Pursuant to injuries and death caused to certain employees at the Mundhwa Plant, (‘Plant’) a sltieecause

was issued to Mr. G. K. Agarwal as the Occupier of the Plant, asking him to show-cause as to why proceedings shouldated be init
against him for breach of the provisions of Section 7-A (2) (a) of the Factories Act, 1948. Mr. Agarwal has appropriaelyorepli

the show-cause notice. Thereafter summons have been served on Mr. Agarwal by the Court of Chief Judicial Magistrate, Pune. N
amount is ascertainable for this dispute.

This incident caused hammer shop to remain shut for a period of about 3 weeks and has since commenced operations. diea affected
accounts for less than 10% of the total turnover of the Company and as such, the impact was not significant. Exceptuptidhe dis
in the above area, all manufacturing operations of the Company were functioning as usual.

Other than the above, no circumstances have arisen since the date of the last financial statement that materially adterskkelsf
to affect the trading or profitability of the Company or the value of its assets or its ability to pay its liabilities methaxt twelve
months.

MATERIAL DEVELOPMENTS

Save as stated elsewhere in this Letter of Offer, there are no material developments after the date of the last fimaental Jtate
Issuer and the Lead Manager note to keep the public informed of material changes, if any, till the listing and trading m@mimence
including to the extent possible updating this Letter of Offer.
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AUDITOR’'S REPORT

The Lead Manger confirms that the auditors report containing inter-alia the notes to the accounts and significant acdaiesing po
have been verbatim reproduced in the Letter of Offer. Please refer to Auditor's Report on page 97 for the notes to theratcounts
significant accounting policies.

ISSUE EXPENSES

The expenses of the Issue payable by the Bank including brokerage, fees and reimbursement to the Lead managers, Régigtrars, pri
and distribution expenses, publicity, listing fees, stamp duty and other expenses are estimated at Rs. 30 million anétwollitbef m
the proceeds of the Issue. The following table gives a break-up of the estimated issue expenses and contingencies

Particulars Rs. million

Lead Managers fees and out of pocket expenses 13.25
Advertisement Budget 2.00
Postage, Printing and Stationery 4.00
Legal Advisor’s fee 1.25
Registrar fees 0.4
Others & Contingencies 9.10
Total 30.00

EXPERT OPINION

Except for the tax opinion obtained by the Company from M/s Kunte & Vaidya, Chartered Accountants, the Company has not
obtained an expert opinion.

OPTION TO SUBSCRIBE
The Company has not given any outstanding option to subscribe for any Equity Shares of the Company.
MATERIAL CONTRACTS AND INSPECTION OF DOCUMENTS

The following Contracts (not being contracts entered into in the ordinary course of business carried on by the Compaeg imtenter

more than two years before the date of this Letter of Offer) which are or may be deemed material have been entered or are to b
entered into by the Company. These Contracts and also the documents for inspection referred to hereunder, may be ihspected at t
Registered Office of the Company situated at Mundhwa, Pune 411 036 from the date of this Letter of Offer until the date of clos

of the Subscription List.

A. MATERIAL CONTRACTS

1. Engagement Letter dated March 11, 2004 received from the Company appointing JM Morgan Stanley Private Limited, and datec
March 12, 2004 appointing DSP Merrill Lynch Limited, Enam Financial Consultants Private Limited and ICICI Securities Limited
to act as Lead Managers to the Issue.

2.  Memorandum of Understanding dated March 15, 2004, entered into with the Lead Managers to the Issue.

3. Engagement Letters dated January 21, 2004 received from the Company appointing AZB & Partners (erstwhile known as CZB &
Partners, at the time of filing draft Letter of Offer with SEBI) to act as the Legal Counsel to the Issue.

4. Letter dated May 22, 2004 received from Intime Spectrum Registry Limited offering their services to act as Registriasut® the
and the Company's acceptance dated May 26, 2004. Copy of the agreement executed with Intime Spectrum Registry Limited.

5. Underwriting agreement dated July 27, 2004 between Promoter and JM Morgan Stanley Private Limited and Enam Financial
Consultants Private Limited.
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10.
11.
12.
13.
14.

15.
16.
17.
18.
19.

20.
21.

. DOCUMENTS

Memorandum and Articles of Association of the Company.
Certificate of Incorporation of the Company dated June 19, 1961.

Resolution of the Members of the Company passed at the Annual General Meeting held on July 15, 2003 re-appointing
Mr.B.N.Kalyani as Managing Director with effect from March 30, 2003 to March 29, 2008.

Copy of the resolution passed at the meeting of the Board of Directors held on January 19, 2004 approving this Issue.

Consents of the Directors, Company Secretary, Auditors, Lead Managers to the Issue, Legal Counsel to the Issue, Bankers to tt
Issue and Registrars to the Issue, to include their names in the Letter of Offer to act in their respective capacities.

Letter dated July 12, 2004 from M/s Kunte & Vaidya, Chartered Accountants confirming Tax Benefits as mentioned in this Letter
of Offer.

The Report from the Auditors dated July 14, 2004..

The Certificate from the Auditors dated July 16, 2004 regarding the fund already deployed till date.

Annual Report of the Company for the last 5 Financial Years.

Copies of the initial listing application made to the Stock Exchanges.

Copies of the in-principle approval from the Stock Exchanges

Letter No. CFD/DIL/UR/10115/2004 dated May 18, 2004 issued by The Securities and Exchange Board of India for the Issue.
Letter No. CO/FID/864/10.1.02.01.06/2003-2004 dated May 12, 2004 issued by The Reserve Bank of India for the Issue.

Resolution of the Committee of Directors authorized by the Board of Directors approving the Letter of Offer on March 12, 200
and the Letter of Offer on July 10, 2004.

Due Diligence Certificate dated March 29, 2004 from JM Morgan Stanley Private Limited.

All statutory approvals, as mentioned on page 1 of this Letter of Offer.

Bipartite Agreement dated May 5, 2004 between Bharat Forge and NSDL for offering depository option to the investors.
Bipartite Agreement dated May 11, 2004 between Bharat Forge and CDSL for offering depository option to the investors.

Application from the Company to NSDL and CDSL, respectively, to admit the shares offered in terms of this Letter aoOffer in
their depository system.

Letter of intent for subscribing to rights entitlement and unsubscribed portion received from the promoters.

Copy of facility sanction letters dated July 23, 2004 from each of Bank of India and Bank of Baroda for External Commercial
Borrowing (“ECB”) for upto USD 15 million each.
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XXIll. DECLARATION

The Board certifies that the disclosures made in this Letter of Offer are true and correct. All the relevant provisioG@®ropdmies

Act, 1956, and the guidelines issued by the Government or the guidelines issued by the Securities and Exchange Board of Indi:
established under the Securities and Exchange Board of India Act, 1992, as the case may be, have been complied withraext no stat
made in the Letter of Offer is contrary to the provisions of the Companies Act, 1956, or the Securities and Exchange ibard of |
Act, 1992 or rules made thereunder or guidelines issued (including the SEBI (Disclosure and Investor Protection) Gui@ie)inas, 20

the case may be.

Yours faithfully
For Bharat Forge Limited

Signed by Directors, Chief Executive Officer and Chief Financial Officer

Sd/-

Shri Baba Kalyani, Chairman and Managing Director (Chief Executive Officer)
Sd/-

Shri Puranam Hayagreeva Ravikumar, Director

Sd/-

Shri Pratap Bhogilal, Director

Sd/-

Shri Sharatchandra Shreepad Marathe, Director

Sd/-

Shri Padmakar Ramchandra Latey, Director

Sd/-

Shri Anil Dattatraya Rege, Director

Sd/-

Shri Shobhan Madhukant Thakore, Director

Sd/-

Shri Sudhakar Dinkar Kulkarni, Director

Sd/-

Shri Gopal Krishan Agarwal, Executive Director (Through his Constituted Attorney Mr. Vineet Joshi)
Sd/-

Shri Prakash Chandrashekhar Bhalerao, Executive Director
Sd/-

Shri Amit Babasaheb Kalyani, Executive Director

Sd/-

Shri Sanjeev Gajanan Joglekar (Chief Financial Officer)

Place :Pune
Date :July 28, 2004

Encl. : Composite Application Form
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