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November 23, 2020

Director General
Directorate of Micro, Small and Medium Enterprises (MSME)
Government of Haryana

Dear Sir/Madam,

As part of our engagement for providing consulting services for ‘MSME Ecosystem
Transformation in the State of Haryana', we hereby submit the Draft Detailed Project Report
(DPR) for setting up of Common Facility Centre for Gurugram Auto Components Cluster for
your kind perusal. The deliverable has been prepared in accordance with our engagement
agreement with Directorate of Industries, Govt. of Haryana dated 03.01.2017, and subsequent
scope expansion work order no. Cluster/RFP/Selection of PMU/Part-11/21468-A dated
18.11.2019 our procedures were limited to those described in that agreement.

This Diagnostic Project Report is based on studies of and discussions with:
Directorate of Micro, Small and Medium Enterprises (MSME), Govt. of Haryana
DIC Gurugram
Auto Components units located in Gurugram
Industry experts
Secondary research

Our work has been limited in scope and time and we stress that more detailed procedures may
reveal other issues not captured here. The procedures summarized in our Draft Detailed Project
Report do not constitute an audit, a review or other form of assurance in accordance with any
generally accepted auditing, review or other assurance standards, and accordingly we do not
express any form of assurance. This Draft Detailed Project Report is intended solely for the
information and use of the Directorate of MSME, Haryana and is not intended to be used by
anyone other than specified party.

We appreciate the cooperation and assistance provided to us during the preparation of this
report. If you have any questions, please contact the undersigned.

Sincerely,
}t’\_z\ ~ fL i"," =

Amar Shankar, Partner - Advisory Services
Ernst & Young LLP
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Disclaimer

This Draft Detailed Project Report for development of Common Facility Centre for Gurugram
Auto Components cluster has been prepared by Ernst & Young LLP (hereinafter referred to
as 'EY’ or ‘Ernst & Young' or 'Us’) and delivered to the 'Office of Directorate of MSME-
Government of Haryana' (hereinafter referred to as ‘the Client’).

The inferences and analyses made by EY in this report are based on information collated
through primary research, secondary research, discussions with the client personnel and
key stakeholders and our knowledge about the state mini cluster scheme and its objectives.
EY has taken due care to validate the authenticity and correctness of the information from
various sources, however, no representations or warranty, expressed or implied, is given by
EY or any of its respective partners, officers, employees or agents as to the accuracy or
completeness of the information, data or opinions provided to EY by third parties or
secondary sources.

Nothing contained herein, to the contrary and in no event shall EY be liable for any loss of
profit or revenues and any direct, incidental or consequential damages incurred by the
Client or any other user of this report.

In case the report is to be made available or disclosed to any third party, this disclaimer
along with all the limiting factors must be issued to the concerned party. The fact that EY
assumes no liability whatsoever, if for the reason any party is led to incur any loss for acting
upon this report, must be brought to the notice of the concerned party.

© EY, 2020
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Executive summary

The Government of Haryana through the Department of Industries and Commerce intends
to transform the MSME sector of the state and put it on a growth path. Several incentives
have been offered under the state's ambitious 'Enterprise Promotion Policy (EPP) 2015’ to
provide an impetus to growth of the MSME sector. Towards this, the state aims to
strengthen the technology infrastructure as well as enhance productivity and
competitiveness of various MSME clusters across the state by availing funding under the
State Mini Cluster Development Scheme providing grant under the EPP 2015.

In the above context, this Detailed Project Report (DPR) has been prepared to seek grant-
in-aid assistance under the State Mini Cluster Development Scheme to set up the state of
the art “Advance Machining Centre Facility” through an SPV under the name and style of
“Devagya Tools Private Limited” for Gurugram Auto Components cluster.

About Auto Components Cluster

India is fast emerging as a global hub for sourcing auto parts. The auto components industry
accounts for almost seven per cent of India’s gross domestic product (GDP) and employs as
many as 19 million people, both directly and indirectly. The automobile components
industry contributes towards 25.6% to the manufacturing GDP and 3.8% to the national GDP,
proving indirect employment to 1.5 million people. There are several aspects that impact
the growth of the global auto parts manufacturing market. Factors such as rising demand
for high energy density batteries, manufacturing of brake pads with reduced level of copper
and heavy metals, growing inclination towards technologically advanced products, wider
scope for pumps as technology gains high traction, expansion and collaboration among
manufacturers to increase market reach, increasing automotive production, increasing
demand for lithium batteries and rising automotive production and vehicle part are boosting
the growth of the global auto parts manufacturing market. India is expected to become the
4th largest automobiles producer globally by 2020 after China, US & Japan. The auto
components industry is also expected to become the 3rd largest in the world by 2025.

Fastest growing major economy in the world with GDP growth rate of above 7%. A growing
working population and an expanding middle-class are expected to remain key demand
drivers. The growth of global Original Equipment Manufacturers (OEMs) sourcing from India
and the increased indigenization of global OEMs is turning the country into a preferred
designing and manufacturing base. Indian Automobile industry is flourishing its twigs
worldwide and is close to a fruition of triumph in the global competition. The spine of the
industry is its suppliers of auto components and accessories which is also an exclusive
industrial segment. Today auto industry is enjoying the benefits while the auto component
sector is in its gloom despite of hard efforts of survival. The revenue growth will be also be
supported by steady increase in commodity prices and consequent impact on realization.

The growth in the auto component industry will be relatively higher than the underlying
growthin the automotive industry in the medium to long term, due to increasing localization
by original equipment manufacturers (OEM)s, higher component content per vehicle and
rising exports from India. The Indian auto-components industry has experienced healthy
growth over the last few years. Some of the factors attributable to this include: a buoyant
end-user market, improved consumer sentiment and return of adequate liquidity in the
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financial system. A stable government framework, increased purchasing power, large
domestic market, and an ever-increasing development in infrastructure. India has been an
upcoming hub for the auto components industry. The rapidly growing end user market,
redesigned consumer sentiment and a clear liquidity in the financial system are said to be
the drivers for this.

Automobiles industry in Gurugram, is a huge industry. Gurugram is a leading industrial
district of Haryana, a popular choice for setting up industry due to its proximity to Delhi.
Gurgaon, an industrial hub has emerged as the poster boy for Industrial Development in
Haryana. For three decades, more than half the vehicles - two-wheelers as well as cars -
sold in the country have come from five factories in the industrial belt of Gurgaon and
Manesar in Haryana. Maruti Suzuki, the country’s largest car maker, has one factory at
Gurgaon and another at Manesar. Hero MotoCorp, owned by the Munjal family, too, has two
factories here. And Honda Motorcycle & Scooters has a unit at Manesar. It was an inland
production hub, which could have made imported parts prohibitively expensive. But, over
the years, these companies aggressively localized their component purchases, thereby
reducing the dependence on imports. Since these ventures were primarily meant to service
the Indian market, and not to export to distant countries, the huge distance from ports
didn't really matter.

As a result, a large army of component makers has been developed near Gurugram in
Mewat, Manesar, Nuh and surrounding areas. As companies such as Maruti Suzuki and Hero
gained scale, these suppliers too became bigger and bigger. As many as 200 large to mid-
size component units came up in the region on an investment of S 3-4 billion. The turnover
of the industry is estimated at least $15 billion per annum, and it provided employment to
800,000 people. Many of the component kings of Gurugram-Manesar, JBM group, Sona
group, for instance, have even ventured abroad

Diagnostic Study and Interventions

A diagnostic study was undertaken in September 2020 to map the existing business
processes in the cluster, identify the gaps, and understand the requirements of the cluster.
It was observed that most units required Advance Machining Centre which consist of Hi-end
machines like CNC Vertical Machining Centre, Wire EDM Machine, Slant Bed CNC Lathe,
Precision Universal Cylidrical Grinding Machine, Hydraulic Surface Grinding Machine, Fibre
Laser Marking System, Turret Milling Machine for job work for the moulding/machining
process.

Absence of technology for making tools and dies for production of quality products and
reducing cost of production. No Individual unit has the capability toinvest in these machines.
Due to the dependency of the units on third party manufacturers lead to operational delays
and enhanced cost of production. The units in the micro and small sector incur almost
double the cost in production of the products as compared to their large counterparts as
they are dependent on the private players for job work. This has hindered the ability of micro
and small firms to obtain bulk orders from anchor units. Consequently, the units are
witnessing plunging market shares and their sustainability is also in jeopardy. By
establishing this facility in the CFC, the cluster units can improve the quality of the products
as per the requirement of OEMs and reduced the wastage of raw material. This facility will
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also help the MSE units to increase the volume of production and capture the more market
share.

Thus, the need for setting up inhouse Advance Machining Centre to cater to the
requirements of the 1350 units in the cluster, for a better and cost competitive production
cost and ease of fulfilment with quality centricity, establishes a need out loud for the
Gurugram Auto Components Cluster.

A DSR validation meeting was conducted with SPV and cluster members on 24" September
2020 and was put up to the Director General, MSME, Haryana for approval. It was approved
by the Director General, MSME, Govt. of Haryana on 13.10.2020. The SPV was granted
permission to go ahead with the preparation of Detailed Project Report (DPR) for the cluster.

Proposed Common Facility Centre
The proposed CFC will facilitate:
Mini Tool Facility for making of tools & dies

Due to the dependency of the units on third party manufacturers lead to operational
delays and enhanced cost of production. The units in the micro and small sector incur
almost double the cost in production of the products as compared to their large
counterparts as they are dependent on the private players for job work for the
moulding/machining process. This has hindered the ability of micro and small firms
to obtain bulk orders from anchor units. By establishing this facility in the CFC, the
cluster units can improve the quality of the products as per the requirement of OEMs
and reduced the wastage of raw material. This facility will also help the MSE units to
increase the volume of production and capture the more market share.

Common Design Development Centre

More than 80% of the cluster units, are still using manual designing or hiring the
services of external consultants in Computer Aided Designing. This is resulting in
improper designing, time delays and higher costing. Some of the firms are also losing
export market due to poor designing of the products. Thus, there is a need to
establish a design development centre, which will also serve as training facility for
skilled workers to learn Auto CAD.

Special Purpose Vehicle for Project Implementation

After the diagnostic study, the cluster units came together to form a special purpose vehicle
(SPV) by the name and style of “Devagya Tools Private Limited” as a private limited
company under section 8 of the Companies Act, 2013 and rule 7 of the Companies
(Incorporation) Rules, 2014. DIC, Gurugram has played an important role in SPV formation
by cluster stakeholders. The SPV has been incorporated on 09" November 2020, and
includes 11 members who are subscribing to the necessary equity base of the company.
The proposed CFC will be implemented on public-private partnership basis through the SPV
by availing support from Government of Haryana (under EPP 2015).

The SPV members have a track record of cooperative initiatives and are also members of
prominent cluster associations. The members have been autonomously undertaking several
soft interventions to enhance knowledge and exposure of the cluster units on new trends in
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the auto industry and enhancing productivity of their units. This includes exposure visits to
fairs and sharing of best practices, registration under UAM, awareness programs on new
trends in automotive industries, entrepreneurship development, energy efficiency, GST,
barcoding, equity schemes, sustainability, etc.

Project Parameters, Viability and Sustainability

The cluster with support from State Government is planning to set up Common Facility
Centre having state-of-the-art advance machining facility to undertake job work of cluster
units with a total project cost of about INR 192.80 lakhs. The total contribution of SPV
members will amount to INR 34.43 lakhs. Support from State Government is envisaged for
INR 158.37 lakh.

The cost of the project and proposed means of finance is tabulated below:

(Rs in Lakh)
PROJECT COST
S ey Arilgijlrt\)’!eas
: Particulars Project Remarks
No. Cost per
Guidelines
1 | Land & Building
a. Land Value 0.00 Eligible
b. Land Development 0.00 0.00 (Max 25% of
c. Building & Other Civil Works 0.00 total of L&B,
. P&M, and
d. Building Value 0.00 Misc. F.A.)
Sub Total (A) 0.00 0.00
2 | Plant & Machinery
a. Indigenous 164.34 164.34
b. Imports 0.00 0.00 Eligible
c. Secondary Machines 11.62 11.62
Sub Total (B) 175.96 175.96
3 | Miscellaneous fixed assets (C) 1.64 0.00
4 | Preliminary & Preoperative Expenses (D) 2.80 0.00
5 | Contingency .
o . 0.00 Not eligible
a. Building @ 2% 0.00 . for grant
b. Plant & Machinery @ 5% 8.80 0.00
Sub Total (E) 8.80 0.00
6 | Margin money for working capital @ 75% CU (F) | 3.60 0.00
Grand Total (A+B+C+D+E+F) 192.80 175.96

The total project cost is estimated to be INR 192.80 lakhs. As indicated above, assistance
to the project from the Govt. of India is envisaged to the tune of INR 158.37 lakhs of the
project cost, SPV contribution is to the tune of INR 34.43 lakhs of the project cost.
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Means of Finance

S. No. Source of finance Total Amount (Rs. In Lakh)

1 Grant-in-aid under State Mini Cluster 158.37
Development Scheme (Govt. of Haryana) )

2 Contribution of SPV 34.43
Total 192.80

The viability and sustainability of the project is evident from the project economics as well
as the cooperative spirit and profile of the SPV. Some indicators of the viability are as
follows:

Project's financial indicators

FEASIBILITY
2 Particulars Estimates
No.
1 BEP (cash BEP at initial operating capacity of 75%) 49.96%
Av. ROCE (PAT/CE) 38.33%
Internal Rate of Return (IRR) 33.04%
Net Present Value (at a discount rate of 10 per cent) NPV is positive and .h|gh (Rs. 22.1'91
4 . . o . lacs) at a conservative project life of
- incorporating viability gap funding (grant) by GoH 10 years
. 3.7 years with Grant-in-aid assistance
5 Payback period from GOH
6 DSCR Not Appllcgble.(non-.avallment of
term loan in this project)

As evident from the financials above, with viability gap funding under State Mini Cluster
Development Scheme of GoH, the project is highly viable and sustainable. Risk and
sensitivity analysis considering a decline in user charge/ capacity utilization also validates
the project sustainability.

Project Implementation

Project implementation is envisaged to involve a time-frame of about 7 months upon receipt
of final approval of grant-in-aid assistance from the Government of Haryana under State
Mini Cluster Development Scheme. The project will be implemented by the SPV in close
association with DIC, Gurugram and the State government. For implementing this CFC
project, a Project Management Committee (PMC) comprising of the GM, DIC Gurugram and
representatives of the SPV shall be constituted to directly oversee effective monitoring and
implementation. The project will be implemented through the SPV, and the PMC will report
progress to State Level Steering Committee and DIC, Gurugram.

The potential for Gurugram Auto Component cluster to grow is enormous, owing to the
growing market demand for auto components in India and globally. The strength of the
cluster lies in its location (both geographically & industrially), with large industry which
provides the key raw material , and its proximity to Delhi which is a key supply hub. Cluster
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units are unable to effectively cater to the domestic and international markets as they are
lacking price competitiveness and efficiency due to lack of Advanced Machining facility.

This cluster has the ability to increase its output and market share by manufacturing price
competitive products. The proposed facility will be open to all cluster firms to enable them
to get job work done in order to cater to the requirements of auto component requirements
in auto industry. The facility will also provide an opportunity to MSE units to increase their
capacity utilization, profitability and major technological push to the units reeling under high
competition. The CFC will also enhance the co-operation and joint action among cluster
stakeholders to improve their competitiveness to meet the demands of the domestic as well
as international markets.
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1. Introduction

1.1 Overview of the Cluster

Gurugram is known significantly for auto and auto component industries. With major auto
manufacturers like Maruti Udyog Limited and Hero Honda in the district, and home
appliances manufacturers like LG and Samsung in close vicinity, the auto component
industry is well positioned and OEM (Original Equipment Manufacturers) for anchor sectors
like automobiles, Home Appliances get a firm footing in Gurugram.

There are about 1350 auto components manufacturing units in Gurugram district, Haryana.
Majority of units in the cluster are micro in nature, out of which 11 units are willing to join
hands to form a Special Purpose Vehicle (SPV) to set up a Common Facility Centre (CFC) to
address common problems of the cluster. The annual turnover of the cluster (micro and
small units) is about INR 11000 crore. The cluster units are engaged in manufacturing of
automotive & locks plastic parts like casing cap, washer cover, automotive rubber caps, dust
cover, threaded and non-threaded fasteners screw end, rivets and metal turned parts, like
bushes adjuster, metal casing cap, metal clamp, metal adjuster and metal bend etc.

The cluster owes its origin to derived demand through proliferation and influx of production
in India under the Make in India campaign of various Auto and Home Appliances and Medical
Equipment industries in the region. Increased local demand of auto components in the
region further fuelled the growth of the cluster. Many units in the cluster require advance
machines that the existing units are unable to deploy inhouse owing to the huge investment
requirement, and therefore the units are dependent on job work-based tie ups externally for
moulding/machining processes.

Cluster units are also unable to diversify their product line to cater to emerging demands of
market and need advanced machineries to manufacture the quality of products as per the
requirement of OEMs. The present machineries are obsolete and have low capacity.

Due to inexistence of these facilities, the units face frequent production delays, cost
inefficiencies, rejections, material wastages and losing market shares. These facilities if
provided through CFC in the cluster with government support will help the units become
more competitive and dramatically move up the value chain.

1.2 Geographic and Economic Traits

The state of Haryana was formed on O1 November 1966. It is situated in the northwest of
India with the capital of Chandigarh as a Union Territory. The state is surrounded by Delhi,
Rajasthan, & Uttar Pradesh with around 30% of the total area of the state falling under
National Capital Region (NCR). The state stands 215t in terms of its area. According to the
Census of India 2011, the state is 18th largest by the population. Over the last 5 decades
since its formation in 1966, Haryana has transformed and matured into a diversified
economy with a thriving secondary and tertiary sector. Although Haryana has an area
coveringjust 1.3 per cent of the country, Haryana contributes nearly 3.63 percent to India's
GDP. The Gross State Domestic Product of Haryana for 2018-19 (at current prices) is 13%
higher than the revised estimates for 2017-18.
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1.3 Economic Scenario of the State

Haryanais among the northern most state in India and adjacent to Delhi, the national capital
of India. It is surrounded by Uttar Pradesh in the east, Punjab in the west, Himachal Pradesh
in the north, and Rajasthan in the south. The state surrounds the national capital city, New
Delhi, from three sides. Historically an agrarian state, Haryana today is a well-developed
industrial state.

The state is one of India's largest automobile hubs and accounts for two thirds of passenger
cars, 50 percent of tractors and 60 percent of motorcycles manufactured in the country.
The state has also emerged as a base for the knowledge industry, including IT and
biotechnology. Haryana is the third-largest exporter of software and one of the preferred
destinations for IT/ITeS facilities.

With an area covering 1.3 per cent of the country, Haryana contributed near 3.63 per cent
to India's GDP in 2018-19. Between FY16-21, the state's Gross State Domestic Product
(GSDP) (in Rs) grew at a CAGR of 13.65 per cent to Rs 9.40 trillion (USS 134.46 billion) in
2020-21. The State Government of Haryana has been committed to creating a progressive
business environment.

The state offers a wide range of fiscal and policy incentives for businesses under the
Enterprise Promotion Policy, 2015. Haryana ranked the third best state in the country
under ease of doing business in the Business Reforms Action Plan 2017. As of November
2019, the state had seven exporting Special Economic Zones (SEZs).

ECONOMIC SNAPSHOT

GSDP of Haryana at current GSVA composition by sector FDI inflow in Harvana
prices CAGRA April 2000 — March 2020 (USS billion)
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Figure 1: Economic Snapshot of Haryana

Recent Developments:

e Merchandise export from Haryana reached USS 11.20 billion in FY20 (till February
2020).

e The state attracted Foreign Direct Investment (FDI) equity inflow worth USS 90.2
billion during April 2000 and March 2020 as per the data released by Department
for Promotion of Industry and Internal Trade (DPIIT).
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Key Sectors:

e Haryana is a preferred destination for auto majors and auto-component
manufacturers. The state is host to many large automotive players. Automobiles
and auto component export from Haryana was around USS$ 945 million in FY19 and
reached USS$ 835.04 million between April-December 2019.

e Gurugram has emerged as a preferred destination for the IT industry in north India
with more than 400 IT and ITeS companies.

e Haryana aggressively promotes organic farming; financial assistance is provided to
farmers for production and use of vermicompost. Total food grain production in
Haryanain 2017-18 was 17.48 million tonnes. The state exported major agricultural
products worth USS 1,366.95 million In 2018-19 and USS$ 807.76 million between
April-December 2019.

Districts such as Panipat, Gurugram, Faridabad, Hisar, and Sonepat have developed into
robust textiles centre in Haryana. Readymade garments of cotton have been one of the
major export segments for Haryana, reaching USS 607.52 million in FY19 and USS 567.37
million between April-December 2019.

1.4 Demographic Trends of Gurugram

The District is situated in the NCR of Delhi and is one of Delhi's four major satellite cities
within the NCR. It is located 30 km south of national capital New Delhi, about 10 kilometres
from Dwarka sub-city and 268 km south of Chandigarh, the state capital. It is within
commuting distance of Delhi via an expressway and Delhi Metro. The District is the second
largest city in the Indian State of Haryana and is the industrial and financial centre of
Haryana. It has the 3rd highest per capita income in India after Chandigarh and Mumbai. It
is also the only Indian city to have successfully distributed electricity connections to all its
households. Witnessing rapid urbanisation, Gurugram has become a leading financial and
industrial hub with the third-
highest per capita incomein —_— Pap— =
India. \ 4

As per the 2011 census,
Gurugram had population of
1,514,432 (816,690 as male
and 697,742 as females) which : : ‘
comprises 6% of total state = e = L
population. The district has a = ‘ 13
pollution density of 1204 per
square kilometre.

=/
DISTT. REWARI \:7
- DISTT. MEWAT /

J |

Figure 2: District Map of Gurugram
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2. Sector Overview

The Automotive industry can be broadly classified into organised and unorganised sectors.
The organised sector caters to original equipment manufacturers (OEMs) and consist of
high-value precision instruments while the unorganised sector comprises low-valued
products and caters mostly to the aftermarket category. Automobile component industry’s
revenue stood at USS 56.52 billion in FY19, up from USS$ 35 billion in FY14. As per
Automobile Component Manufacturers Association (ACMA), automobile components export
from India is expected to reach USS 80 billion by 2026. The Indian auto components
industry aims to achieve USS 200 billion in revenue by 2026. Turnover of the industry stood
at Rs 1.79 lakh crore (USS$ 25.61 billion) in FY20 (till September 2019) and export of auto
components grew 2.7 per cent toreach Rs 51,397 crore (USS 7.35 billion) during the same
time.

2.1 Brief Global Scenario

Globally, Europe accounts for

the largest share of Indian auto 350

components exports at 36% 30%

followed by North America & . 25%  25%
Asia at 25%, Africa at 6%, South

America at 4%, Central America 20%

. 15%
at 3%, New-Zealand & Australia ’
10% 6%

40%  36%

0, -
at 1%. Auto- Components can be o 4% 35
classified into the following sub- ! 1%
. . 0%
seCtors - englne partsl dere ’ EUROPE ASIA NORTH AFRICA SOUTH CENTRAL NEW
. . . AFRICA AMERICA AMERICA ZEALAND &
transmission & steering parts, AUSTRALIA

body and chassis, suspension
and braking parts, equipment,
electrical parts and others such  Fjgyre 3 : Share in Exports volumes by Geography

as fan belts, die castings, sheet

metal parts. According to the Automotive Components Manufacturers Association of India
(ACMA), the Indian auto components industry is expected to register a turnover of USS 100
billion by 2020 backed by strong exports ranging between USS 80- USS 100 billion by 2026,
from the current USS 11.2 billion1.

Share in Auto Export Volume by Geography

India is emerging as a global hub for auto components sourcing. A cost-effective
manufacturing base keeps costs lower by 10-25 percent as compared to operations in
Europe and Latin America. Relative to its competitors, India is geographically closer to key
automotive markets like the Middle East and Europe. Global auto-component players are
increasingly adopting a dual-shore manufacturing model.

India’ s export of auto components increased at CAGR of 11.36% during the financial year
of 2009-2016 with the value of auto components exports increasing from USD 5.1 billion
in FY-2009 to USD 10.8 billionin FY-2016.

1 ACMA annual report 2015-16
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2.2 India & State Scenario

The Indian automobile market

is estimated to become the 3™y 70 25.61%
largest in the world by 2016
and will account for more than  FY 19 56.52%

5 per cent of the global vehicle
sales. The auto Components
sector has been observing FY 17 43.55%
robust growth, and turnover is
anticipated to reach USS 115
billion by FY21 from USS 35.1
billion in FY14. India's exports
of auto components could Market Size of Auto Components

account for as much as 26 per

cent of the market by 2021. India Figure 4 : Market size of auto components (in US Billion)

is the largest tractor

manufacturer, 2" highest two-wheeler & bus manufactures, 5th heavy truck manufacturer,
6" largest car manufacturer & 8" largest commercial vehicle manufacturers in the world.?
Favourable government policies such as Auto Policy 2002, Automotive Mission Plan 2006-
2016, National Automotive Testing and R&D Infrastructure Projects (NATRIPs), have helped
the Indian auto components industry achieve considerable growth. The Indian auto-
components industry is set to become the 3™ largest in the world by 2025 and is well
positioned to benefit from the globalisation of the sector as exports potential could be
increased by up to four times to USS 40 billion by 2020.

FY 18 51.20%

FY 16 39.05%

0.00% 20.00% 10.00% 60.00%

The Indian auto-components industry can be broadly classified into organised and
unorganised sectors. The organised sector caters to the Original Equipment Manufacturers
(OEMs) and consists of high-value precision instruments while the unorganised sector
comprises low-valued products and caters mostly to the aftermarket category.

Over the last decade, the automotive components industry has scaled three times to reach
USS 39 billion in 2015-16 while exports have grown even faster to USS 10.8 billion. This
has been driven by strong growth in the domestic market and global market integration
(including exports) of several Indian suppliers.3The Indian auto components industry is
expected to grow by 8-10 per cent in FY 2017-18, based on higher localisation by OEMs,
higher components content per vehicle, and rising exports from India, as per ICRA Limited.

2 https://www.ibef.org/industry/autocomponents-india.aspx
3 https://www.ibef.org/industry/autocomponents-india.aspx
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In India, amongst OEM customers, auto

Two Backhoe Tractors
components products are used highest for | \neelerLoader F 8y
passenger vehicles with a share of 46%, 22% 2%
followed by 2-3 wheelers with a share of Three
25% commercial vehicle across the Wheeler b
spectrum  from  SCVs to  HCVs 4% Hev . as::"ng
consuming20% while farm & construction 8% Vehicles

. - MCV_——
equipment consume the remaining 11%. 5% LCV_——SCV  46%
4% 1%

Figure 6: Production of product range of auto

components

2.3 Cluster Scenario

Haryana is one of the prominent

manufacturing states of the country with focus on various industries including light
engineering, textiles, automotive & auto components etc. 50% of India’'s passengers car
production, 39% of India's two wheelers Figure 7: Segment wise auto components supply

production & 11% of India's tractor to OEM

production; automotive sector forms the Flectrica others

core manufacturing in Haryana. Over the | Parts yaE

last decade, the automobile sector has 9%

grown at a phenomenal rate. Equipme E;:::se

Haryana offers a strategic edge to the 1“3; 31%
engineering industry in terms of market

access, presence of major OEMs & industrial |  syspensi ' Trg;i::]is
land to investors. Maruti Suzuki plants at on& sion &
Gurugram & Manesar, Honda Two-wheeler br::rkt':q Body & steering
Plant at Manesar & Hero MotoCorp's 129  Chassis P

motorcycle Plant at Gurgaon/Dharuhera,
Escorts at Faridabad are the anchors which have facilitated growth in the automobiles &
auto components sector. Haryana is the preferred destination for auto & auto components
manufacturers with a presence of about 50 are located in Haryana and Gurugram &
Faridabad as the important automobile centres & host to many large automotive players.
The state has managed to provide the necessary support and capture the entire value chain
from production of components to presence of OEMs /assemblers to logistics facilities & to
ultimately facilitate retail/exports.

2.4 Products of the Cluster

The cluster units manufacture various auto components products for OEM’'s and Open market both.
The auto components products manufacture by cluster unit can be broadly segmented in 3 major
categories as below:

Automotive plastic parts: Casing caps, Bike flaps, Cap locks, Scooter choke,
Washer cover etc.

Automotive rubber parts: Rubber grommet, O rings, rubber caps, rubber dust
cover, etc.

24|Page



Draft Detailed Project Report of Gurugram Auto Components Cluster

Automotive metal parts: Springs, Threaded and non-threaded fasteners screws
end, Rivets, metal turned parts, etc.

& 0 V@E s

PVC Pipes for Choke of
Accelerator Cable  Scooter

o

Rubber grommet Rubber “O” ring Car Gear Shift Rubber
Dust Cover

Bike Flap Cap Locks  Throttle Cable

05)) . O

Metal Casing Caps Meatal Clamp Metal Adjuster Metal Bend
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3. Diagnostic Study Findings

A diagnostic study was undertaken by the cluster members in September 2020 to map the
existing business processes in the cluster, identify the gaps, and understand the
requirements of the cluster. It was observed that many units required advanced machining
centre, as they were currently availing these services from external service providers at
high prices, and often with production delays. Additionally, external service providers
sometimes do not accept the low volume orders from MSMEs.

The DSR was approved by the Director General, MSME. Govt. of Haryana on 13" October
2020 and the SPV was granted permission to go ahead with preparation of Detailed Project
Report (DPR) for the cluster. The major findings of the DSR are presented in the following
sections.

3.1 Cluster Actors and their role

The primary stakeholders in the cluster are the auto components manufacturing units based
in the district Gurugram. The other stakeholders include the major industry associations,
government agencies (mainly DIC, reqgulatory bodies, raw material suppliers, and
academic/training institutes). These cluster actors provide various services to the cluster
units. Some of the major cluster actors located in and outside the cluster and catering to
the units of the region are mentioned below:

A. Industry Associations

Gurugram Chamber of Commerce and Industry: (GCCI)

The chamber works towards the promotion and development of industrial
commerce and trade in the Gurugram. It is well recognised by the State/Central
Governments. The Chamber serves Gurugram, Udyog Vihar, Sohna, Roz Ka Meo,
IMT Manesar, Pataudi and Dharuhera industrial belts and enjoys representation on
various Advisory/Consultative committees. The Chamber is well equipped to take
up members problems with the concerned authorities. The Chamber acts as a
common point of contact with the collective strength of its members on issues of
local, regional and national importance. It is responsible for organizing, from time
to time, meetings with Government officials to voice trade and industry's
problems/suggestions on various issues and also to seek on the spot decision. It is
affiliated to apex bodies like FICCI, Cll, ASSOCHAM, and PHD Chamber. Chamber is
also affiliated to international Chambers namely Indo American Chamber and Indo
German Chamber. It also enjoys affiliation with the Government of India to issue
Certificate of Origin for Exports and its recommendations for grant of VISA are
recognised by several Embassies and High Commissions in the country. Some of
the cluster units are also the members of the association.

The Automotive Component Manufacturers Association of India (ACMA)

ACMA is the apex body representing the interest of the Indian Auto Component
Industry. Its membership of over 800 manufacturers contributes more than eighty-
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five per cent of the auto component industry’s turnover in the organised sector.
ACMA is an ISO 9001:2015 Certified Association.

ACMA's charter is to develop a globally competitive Indian Auto Component
Industry and strengthen its role in national economic development as also promote
business through international alliances. ACMA's active involvement in trade
promotion, technology up-gradation, quality enhancement and collection and
dissemination of information has made it a vital catalyst for the component
industry’'s development in India. Its other activities include participation in
international trade fairs, sending trade delegations overseas and bringing out
publications on various subjects related to the automotive industry.

ACMA is represented on a number of panels, committees and councils of the
Government of India through which it helps in the formulation of policies pertaining
to the Indian automotive industry.

B. Government Bodies

District Industries Centre (DIC), Gurugram

DIC is the most important government stakeholder for the cluster. The office of DIC
comes under the Dept. of Industries & Commerce and is headed by Joint
Director/who is assisted by functional managers and technical field officers. DIC
promotes and routes subsidy to micro and small enterprises in the region. The State
Mini Cluster Development Scheme under which the auto components
manufacturing units want to set up a CFC will also be implemented through the DIC
office. The Gurugram DIC is actively promoting cluster development in the district
and helps the local units register under Haryana Udhyam Memorandum (HUM). It
would play a key role in formulation of the Auto components manufacturing units
SPV.

MSME-Development Institute, Delhi

MSME - Development Institute, Delhi is a field office of the Development
Commissioner (MSME), Ministry of MSME, New Delhi, which is an apex body for
formulating, coordinating and monitoring the policies and programmes for
promotion and development of MSMEs in the country. MSME -DI provides a wide
range of extension / support services to the MSMEs.

Haryana State Infrastructure & Industrial Development Corporation (HSIIDC)

HSIIDC is a major agency in the State to promote the setting up and promotion of
small, medium and large-scale industrial units. The Corporation also acts as a State-
level financial institution and provides long term loans for industrial projects. The
important activities of the Corporation are:

« Development of industrial areas/ estates

. Helps entrepreneurs on matters such as securing registrations/ licences/
clearances from the statutory/other authorities.

« Provision of term-loans
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Haryana Shehri Vikas Pradhikaran (HSVP)

HSVP is the urban planning agency of the state of Haryana in India. It was
established in 1967 (as Haryana Urban development Authority HUDA). It plays a
key role in land development and execution of development works like roads, water
supply, sewage, and drainage etc.

National Small Industries Corporation (NSIC)

National Small Industries Corporation (NSIC) was established in the year 1955 with
a view to promote, aid and foster growth of small industries in the country.
Gurugram industry is served by the NSIC branch office in Gurugram. It provides
diverse services to MSMEs in Gurugram such as:

« Helps entrepreneurs in purchasing machinery and equipment
. Equipment leasing and working capital finance

« Information on technological up gradation

« Composite loan scheme and export assistance

C. Educational Institutes

Centre for Polymer Science & Engineering in the Department of Material
Science and Engineering, Indian Institute of Technology, New Delhi: The
Department of Materials Science and Engineering (DMSE) has been established on
1st January 2018 for developing and undertaking research on materials for
specific end uses. It holds the privilege of being the only materials research and
engineering department in Delhi-NCR region. The institute is conducting the
graduate, post-graduate courses.

Haryana Vishwakarma skills university (HVSU):

HVSU has been enacted by the legislature of the state of Haryana with an objective
to establish a Skill University in order to facilitate and promote skill,
entrepreneurship development, skill based education and research in the emerging
areas of manufacturing, textile, design, logistics, transportation, automation,
maintenance, etc. and to raise skill level in various fields related to these areas. The
University is also offering the diploma & undergraduate courses for automobiles
engineering.

D. Banks / Fls
Small Industries Development Bank of India (SIDBI)

SIDBI is the apex financial institution responsible for the growth and development
of the MSME sector. Almost all the government subsidy schemes, and bilateral lines
of credit are implemented through SIDBI. The business strategy of SIDBI is to
address the financial and non-financial gaps in MSME eco-system. Financial support
to MSMEs is provided by way of (a) Indirect / refinance to banks / Financial
Institutions for onward lending to MSMEs and (b) direct finance in the niche areas
like risk capital, sustainable finance, receivable financing, service sector financing,
etc.
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Syndicate Bank, Gurugram

Syndicate Bank is the lead bank of the Gurugram district, and many units have a
banking relationship with the Bank.

E. Leading Manufacturers

Some of the leading manufacturers in Gurugram include J.K Springs, Maadhav Automotive
Fasteners Pvt. Ltd., Taneja Enterprises, Anand Industries, Sneha Industries.

Industry Associations

Gurugram Chamber of
Commerce & Industry (GCCI) \

Automotive Component .
Manufacturers Association Government Bodies
of India FACMAY DIC, MSME DI, HSIIDC,
HSVP, NSIC
Key Manufacturers 5§D o \
J.K Springs, Maadhav ; Vs Financial
Automotive Fasteners Pvt. - . .
Ltd., Taneja Enterprises, Key Cluster Actors: Institutions
Anand Industries, Sneha GuruQram SIDBI, Syndicate Bank -
Industries Lead Bank
Institutes

Centre for Polymer Science & Engineering in
the Department of Material Science and
Engineering, IIT, New Delhi

Haryana Vishwakarma skills university

Figure 8: Key Cluster Actors

3.2 Raw Material Availability for the Cluster

The main raw materials used for the manufacturing of products in the cluster are Nylon
Toray CM1017, Delrin/Polyacetal Resin, HDPE, PP, PVC, Master Batches, Aluminium and
steel pipes etc. The main source of raw material are local vendors such as LDC Polymers,
JPD Polyplast, Plastic Enterprises, Trade Impex Inc, D.R International, JMD Polymers, Hi-
Lex India, etc.

3.3 Cluster Market

Most of units in the cluster are vendors to large manufacturers, supplying various
components to OEMs. The OEMs generally have a pool of permanent vendors registered
with them for supplying all kinds of products on demand basis. The major OEMs that are
being catered by the cluster units have been mentioned in the previous section. The OEMs
directly invite quotations from the vendors and no intermediately is involved in the business
exchange. The cluster units also supply their products to local market.
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3.4 Cluster Employment

Presently, this cluster provides employment to 1,50,000 people directly & indirectly. On an
average micro unit employ approximately 10-15 persons, and small units in the cluster
employ approximately 15-20 persons. On an average, micro and small-scale implements
manufacturing units employ approximately 4-10 people. The average wages of unskilled
labour in the industry are of INR 8,000 - 12,000 per month for workers operating on 8-10-
hour shift. The average wages of skilled labour are around INR 12,000 - 18,000 per month.

3.5 Cluster Turnover

The annual turnover of this cluster units is estimated to be around INR 11000 crore.
However, there is an enormous potential of increasing the turnover as well as production of
cluster units by deploying the modern machines/equipment which will speed up and localize
new product development.

With the help of proposed CFC, auto components manufacturers will get better machining
facilities and reduction in outsourced activities which will reflect in their improved work.
Recommendations around these have been provided in the DSR.

3.6 Production Process

Although large variety of products are manufactured by cluster units, the process followed
by these units broadly remains the same. Most of the units manufacture the components
based on the drawing or sample provided by their respective customers. Production process
for major category of auto components cluster product are mentioned below:

Process flow for Automotive plastic parts

Receipt of Procurement Checking/
Customer of Raw Inspection and
Requirement Material Storage

Process (Pre-
Heating)

Moulding
Process

= e e -

Packaging and Dispatch as

Quality Check Storage of per customer

Finished Goods requirements

Figure 9: Production Process Flow Chart
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The quality of the plastic products is of paramount importance in automotive parts, units do
not buy the plastic components from vendors and prefer to buy raw material of their choice
and then get it moulded from third party vendors. Currently the moulding process, as shown
in the production process flow chart, is outsourced. Steps of the production process flow
have been detailed below:

Step 1 - Receipt of Customer Requirement: All the products manufactured by units based
on the requirement of the customer, thus units manufacture the components as per the
drawing or sample provided by their respective customers.

Step 2 - Receipt of Raw Material: On the very first step the purchase of raw material, raw
material like PP (Polypropylene) & ABS (Acrylonitrile Butadiene Styrene) required. The raw
material is purchased from Delhi, Gurugram & Faridabad. The testing report is provided by
the suppliers along with raw material. In addition, the specifications of the raw materials are
checked.

Step 3 - Checking/Inspection & Storage: After the receipt of the raw material the grade and
parameter are checked. During the checking/ inspection, material grade not meeting the
expectations are discarded and the finalized raw material storage with tag in the storage
area.

Step 4 - Pre-heating of raw material, molding and machining: This activity is carried out by
the third-party private players. Under this, the raw material is pre-heated and molded for the
shape of the product as per the specifications. After, this the machining work is performed
to provide primary finish to the products.

Step 5 - Deflashing : After the molding is done activity to remove excess material attached
to a molded, forged, or cast product, which is typically caused by leakage of the material
between the two surfaces of a mold is carried out which is called Deflashing.

Step 6 - Finishing: The finishing work is performed at the unit level. The finishing work is
performed at press & lathe machine.

Step 7 - Quality Checking: After the product is ready, check is done by the quality engineer
to check the molding defects, short, burn marks, over cut / deep cut, flow mark, silver
streaks, etc.

Step 8 - Packaging and Storage of Finished Goods: Final products are packaged and stored
as finished goods.

Step 9 - Dispatch: Packed equipment are shipped to buyer's premises as per agreement.

Process flow for Automotive metal parts

These units use metal sheets as raw materials (to produce various metal turned automotive
parts) which are bent into desired shapes according to the customer reqguirements.
Production is carried out though several processes such as shearing, bending, welding,
punching, pressing, grinding and painting. The above-mentioned processes account for
maximum energy consumption.
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Figure 10: Production Process Flow Chart

3.7 Value Chain Analysis

Value chain analysis is a strategic tool used to analyse internal firm activities. Its goal is to
recognize, which activities are the most valuable to the firm and which ones could be
improved to provide competitive advantage. The analysis also reveals a firm's competitive
advantages and disadvantages. The units of auto component cluster, Gurugram competes
through cost advantage. These units intend to perform some production activities at lower

costs to enhance their competitiveness.

Value chain analysis of most commonly produced cluster product has been conducted to
analyse the internal activities to propose corrective measure to increase competitiveness.

The same is provided in table 1.

Table 1: Value chain analysis of plastic products

Particulars Value Added Total Value % of Cos.t of
(INR) (INR) production

Raw Material 1.25 1.25 38%
Process [Pre Heating+ Moulding + Machine
Work+ D[eflashing+ I(EJIectricity fLabour] 1 2:25 31%
Finishing and Inspection 0.5 2.75 15%
Quality Check 0.25 3 8%
Packing and Forwarding 0.25 3.25 8%
Production Cost 3.25 100%
Profit 1.05 32%
Sales Cost 4.3

It is evident from the above table that raw material (38%) and Pre-heating of raw material,
moulding and machining: (31%) contributes maximum to the cost of production. Processing
includes electricity and labour. Targeting these major cost areas and providing better
facilities to the units in these areas will lead to increased competitiveness of the cluster

units.
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Based upon the recommendation for hard intervention of Advance Machining Centre under
the banner of CFC, the processing cost per product will reduce significantly. The key
objective of the CFC shall be to enable the cluster units reduce their cost of production
through minimizing the cost of processing raw material through advance machinery, which
constitutes the major portion of the production costs. Further, minimizing the cost of
production through increased value addition in production and finishing operations shall
increase the profit margin of the cluster units.
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3.8 Strengths, Weaknesses, Opportunities and Threats (SWOT) Analysis

A SWOT (Strengths, Weaknesses, Opportunities and Threats) analysis of the manufacturing units in the cluster has been carried out keeping
in mind the technology, marketing, product quality, skills, inputs, innovation, business environment and energy/environment compliance of
the units. The SWOT analysis is provided in table 5:

Table 2: SWOT Analysis of the Cluster

Current situation Future
Area

Market

Technology/
Product
Quality
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Steady local demand for
cluster products from
several automotive
units in Gurugram
district

Cluster located within
the Gurugram Industrial
area, which is well
connected with all major
national and
international industrial
hubs.

Cluster located in the
proximity of NCR which
is @ major supply hub.
Strong natural business
ecosystem in the region
with presence of many
buying houses.

High focus on product
guality as raw material
can be inspected upon

Presence of other large
players to whom bulk
orders are made. These

units have a well-

established clientele. This

makes market

penetration, a challenge.
Lack of information on

changing customer
preference

Lack of marketing
capabilities of
entrepreneurs

Loss of orders
occasionally due to
inordinate delay in
processing of orders.

Absence of High
Precision Machines

Growing domestic market
potential of auto
components

Potential to price
products competitively
with acquisition of
technology, in order to
compete effectively with
countries

Capacity building of
entrepreneurs on export
promotion &
documentation
Government support
available for buyer-
supplier contacts through
fairs, meets, web portal
etc.

There is huge market
scope within India
Setting up of state-of-the-
art Common Facility
Centre resulting in units

Intense competition from
global markets.
Competition from other
units based in Delhi
Squeezing margins
driving many micro units
out of the market

Micro units unable to get
orders from large anchor
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Current situation
Area

Skill/
Manpower
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delivery both manually
and by using specialized
machinery

Each unit undertakes
inspection of pieces at
each stage in their
manufacturing process
Some buyers specify
testing labs from which
products need to be
certified

Products are made as
per ‘tech packs'
specified by buyers, and
are thus made-to-order

Skills acquired on-the-
job

Educated & active
entrepreneurs

Lack of advance
machining centres

Most of the units are
using obsolete machines
leading to poor quality of
products

Cluster units lack
capability to install
advance facilities to
manufacture quality
products

Inability to execute large
orders at competitive
prices

Lack of awareness on
guality assurance
measures

High labour costs
Shortage of skilled
manpower in the cluster
Lack of interaction
between SMEs and
technical institutes for
providing technical
training

being able to obtain these
services both timely and
at lower costs and price
their products
competitively.

Extended support from
government to improve
the technology used by
MSE

Aid to small units to
adopt lean techniques to
enhance their
productivity

Availability of
government sponsored
training program by
CIPET for skill
upgradation
Conducting on job
training program on
required skills

units due to their low
production capacities
Increase in cost of
production, low
productivity and reduced
margin leading to
shutting down of units
Increase in awareness of
people on quality
certifications shall lead to
losing out to business /
requirement for more
stringent testing
procedures.

Rapid technology
obsolescence.
Production process is
increasingly mechanized
to increase efficiency &
product quality. Might
drive micro players out of
the market

Youth interested to work
in other lucrative sectors
and not keen on working
in small units

Non availability of skilled
manpower
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Current situation
Area

Inputs

Business
Environment
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Availability of raw
materials in vicinity
Stable prices of raw
material due to
regulation
Availability of quality
power

Gurugram well known as
a leading industrial hub
of India for Automotive
sector

Steady growth in
domestic demand

State industry
department is

No mechanism to
mobilize regional youth
for training in the sector
Absence of a dedicated
training centre for
Automotive & Allied
products Industry

No web portal displaying
prices and sources of raw
materials

Fluctuation in prices of
other raw material
(HDPE, PP, PVC, Master
Batches)

High energy cost
structure because of lack
of efficient processes

No energy audits
practised, wastage of raw
material.

High cost of industrial
land in the cluster

Lack of common
infrastructure/CFC
facilities

No long-term vision of
industrialists

(operations, soft skills
etc.)

Engage technical
institutes for skill
development programs
Bridge gap between
industry and academic
institutes providing
specialised training
programmes

Potential to develop a
portal displaying
information (price,
suppliers) of raw
materials

Potential to reduce
energy cost by energy
auditing

Establish CFC with latest
technologies for quality

products and increasing

efficiencies

Create better awareness
of government schemes
and regulations

Cost of power in India is,
on average, higher than
key competing countries
like China

Rise in price of raw
materials and fuels

Change in policies and
regulatory environment
Increase in land rates
Auto components & Allied
product industry is a
dynamic industry and
large firms with modern
technologies are
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Current situation
Area

Energy/
Environment

38|Page

proactively undertaking
several developmental
initiatives for MSMEs
Conducive policy and
regulatory initiatives
Active State Govt. and
schemes for
development of the
sector

Proactive industries
associations in
Gurugram and cluster
SPV, have good
knowledge about govt.
schemes

Increased focus on
environment due to
requirement from
buyers

Lack of amenities for
workers

Lack of bargaining power
of units

Lack of knowledge of
energy efficiency
resulting in higher energy
consumption

High energy cost
structure because of lack
of efficient processes

Reqgular checks on
maintaining quality and
safety standards
Potential to reduce
energy costs by energy
auditing

capturing major market
share, leading to a
declining trend for micro
and small industries

Increase in power tariff
Increased focus on
environment standards
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3.9 Major Issues / Problem Areas of the Cluster

Various factors such as availability of raw materials and association with secured buyers i.e.
Original Equipment Manufacturer in a highly competitive market are the two major
challenges. However, the cluster units face below challenges in their backward and forward
value chain;

Absence of Mini Tool Room for making of tools & dies

Absence of technology for making tools and dies for production of quality products
and reducing cost of production. No Individual unit has the capability to invest in this
machine. Due to the dependency of the units on third party manufacturers lead to
operational delays and enhanced cost of production. The units in the micro and small
sector incur almost double the cost in production of the products as compared to their
large counterparts as they are dependent on the private players for job work for the
moulding/machining process. This has hindered the ability of micro and small firms to
obtain bulk orders from anchor units. Consequently, the units are witnessing plunging
market shares and their sustainability is also in jeopardy. By establishing this facility
in the CFC, the cluster units can improve the quality of the products as per the
requirement of OEMs and reduced the wastage of raw material. This facility will also
help the MSE units to increase the volume of production and capture the more market
share.

Common Design Development cum Training Centre:

More than 80% of the cluster units, are still using manual designing or hiring the
services of external consultants in Computer Aided Designing. This is resulting in
improper designing, time delays and higher costing. Some of the firms are also losing
export market due to poor designing of the products. Thus, there is a need to establish
a design development centre, which will also serve as training facility for skilled
workers to learn Auto CAD.

Lack of skilled manpower

Lack of skilled manpower is responsible for wastage of raw material, higher production
time, low accuracy and low productivity results.

Cluster units are also unable to diversify their product line to cater to emerging demands of
market and need advanced machineries to manufacture the quality of products as per the
requirement of OEMs. The present machineries are obsolete and have low capacity.

Due to inexistence of these facilities, the units face frequent production delays, cost
inefficiencies, rejections, material wastages and losing market shares. These facilities if
provided through CFC in the cluster with government support will help the units become
more competitive and dramatically move up the value chain.

3.10 Key Technologies Missing

The key technologies that are required in the cluster along with the proposed intervention
to be set up under the CFC are mentioned in below table 3:
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Table 3: Key Technologies Missing

Rationale for proposed hard interventions under CFC mode

Critical technology gaps in the cluster

Proposed technology interventions to enhance
cluster's competitiveness through CFC mode

Mini

Tool Room

At present, there is no tool room available
in region housing modern machines for job
work. The cluster wunits are mostly
dependent on the private players located
far off at places like Ludhiana, Delhi,
Mumbai, Chennai for the tooling job work.
Moreover, the products are often sent
faraway for obtaining better finishing on
the products. The private player's charge
high prices for the job work and often
refuse to accept work low volume work
from small payers.

In addition, there is an absence of repair &
maintenance work machinery within the
cluster which is badly required.

Therefore, due to lack of modern
machining equipment and software,
quality mould, dies & other production aids
are procured from outside the
cluster/region, which results in delays in
production & affects their productivity.

Toom room is the backbone of engineering
industry. By establishing mini tool room, the
cluster, the units will be able to make high quality
tools and dies as well as achieve high quality
finishing for their products. Moreover, the units
would also be able to do new product
development.

A dedicated Mini Tool Room housing modern CNC
Lathe Machine, VMC Machine, Laser marking,
and grinding machines for the cluster will enable
strengthening the production and productivity of
the cluster units in following areas:

Good tool design and manufacturing
facilities within the cluster.

Eliminating the need for relying on the
private players.

Obtain tools economically at low costs.
Reduction in cycle time & deliver the
finished product faster to the customers.
Enhanced the quality of products.
Increased the quality of products with
minimum rejections.

Minimize the wastages of materials.

This facility will be run on commercial basis
in the cluster.

Des

ign Centre

At present more than 80% of the cluster
units, are still using manual designing or
hiring the services of outside consultants
in Computer Aided Designing. This is
resulting in improper designing, time
delays and higher costing. Some of the
firms are also losing export market due to
poor designing of the products.

A CAD/CAM facility has been proposed in the CFC
to enable micro & small units do new product
development.

The proposed facility in the CFC will help the
cluster units to make the proper design as per the
requirement of customer. By this facility units are
also able to make the new design and diversify
their products line.
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3.11 Cluster growth potential

The potential for the growth of auto components is enormous, owing to the growing market
for these products in India and internationally. Gurugram is in the proximity of Delhi,
providing it with a strategic advantage in terms of its proximity to a key supply hub.
Additionally, there is a large raw material base readily available as Haryana. Currently units
are facing challenges in cost competitiveness and efficiency due to the absence of advance
machining centre and testing lab facility. They are obtaining these services from external
providers, which is increasing their costs as a result of which the units often get priced out
and face loss of orders.

Against this backdrop, if these facilities are provided to the units under the CFC mode, their
production costs and inefficiencies will reduce and they will be able to compete with other
international players from low-cost production destinations such as China, Sri Lanka,
Bangladesh, etc.
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4, Diagnostic Study Recommendations

Based upon the diagnostic study and intense discussions with various cluster stakeholders
and on-site visits to cluster units, technology and infrastructure gap has been identified.
Accordingly, hard interventions (setting up of CFC) are being proposed to enhance the
competitiveness of the auto components manufacturing cluster units. The CFC is proposed
to include advance machining centre.

The cluster has presence of a couple of proactive industries associations which frequently
keep organizing awareness and training programs for the auto industry. The awareness
level of the units is found to be satisfactory. Some of the units in the Gurugram cluster are
members of such associations, which actively conducts trainings and workshops related to
entrepreneurship development, energy efficiency, GST, Industries department incentive
scheme, sustainability, etc. Hence, the cluster does not intend to obtain government
funding for the soft interventions.

The recommendations for hard interventions have been elaborated in subsequent sections.

4.1 Hard Interventions for Setting up a CFC

The cluster would require the following common infrastructure facilities on an urgent basis
to improve the competitiveness of the micro and small auto component manufacturing units
and to enable them to move up the value chain. The potential members of the proposed SPV
with support from the state government are willing to set up a dedicated Common Facility
Centre which shall have state-of-the-art advance machining center. The cost for machinery
and equipment is estimated at INR 175.96 lakhs. This facility shall provide a much-needed
technical impetus to the cluster units and will enable them to become more competitive.

CNC Vertical Machining Centre:

Milling is the process of machining using rotary
cutters to remove material by advancing a cutter
into a work piece. This may be done varying
direction on one or several axes, cutter head
speed, and pressure. Milling covers a wide variety
of different operations and machines, on scales
from small individual parts to large, heavy-duty
gang milling operations. It is one of the most
commonly used processes for machining custom
parts to precise tolerances. At present the
clusters units are dependent on private players for machining work. The private players in
the market charged exorbitant prices for the machining work. Due to which the cluster units
are not able sell their product at competitive price. In addition, the private players are not
accepted the small orders. So, the cluster units want to set the Computerized Numeric
Vertical Machining Centre in the CFC.
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EDM Machine:

Electrical discharge machining (EDM), also known as
spark machining, spark eroding, die sinking, wire
burning or wire erosion, is a metal fabrication process
whereby a desired shape is obtained by using
electrical discharges (sparks). Material is removed
from the work piece by a series of rapidly recurring
current discharges between two electrodes,
separated by a dielectric liquid and subject to an
electric voltage. One of the electrodes is called the
tool-electrode, or simply the tool or electrode, while the other is called the workpiece-
electrode, or work piece. The process depends upon the tool and work piece not making
physical contact. The tools & die are the backbone of the cluster. Presently, the cluster units
are dependent on private player for making of tools & dies for their products. These tools
and dies are frequently required by the cluster units. The private players in the market
charged exorbitant prices for the machining work. Due to which the cluster units are not
able sell their product at competitive price. In addition, the private players are not accepted
the small orders. So, the cluster units want to establish an EDM machine in the CFC.

CNC Wire Cut EDM Machine:

The wire-cut type of machine is used for to process
various punch tie, plastic mould, Powder metallurgy
mould and etc, which have 2D and 3D faces
combined, or components. It can also cut various
sample plate, magnetic steel, Silicon Steel Sheet,
semi-conductive material or precious metal. This
machine is utilised in CFC for making of wire products
like metal casing cap, metal adjuster, metal clamp and
metal bend.

Laser Marking Machine:

Laser marking can be automated and processed at
high speeds, while leaving permanent traceability
marks on a range of materials, including steel,
titanium, aluminium, copper, ceramic, plastic,
glass, wood, paper, and cardboard. Cluster units
can gain many benefits from the laser marking
process, whether it is basic part identification and
branding or complete traceability to track and
trace parts from cradle to grave. This machine is
utilised at CFC for marking of various seatbelt
components with information such as barcodes,
serial numbers & various components and buttons
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on dashboards. Laser marking is used at CFC of other automotive parts too, including crank
shafts, wiper blades, engine blocks, bearings, bolts, fuse boxes, circuit boards, shift levers,
air filters and vehicle body frames.

Surface Grinder:

Surface grinding is the most common of the grinding
operations. It is a finishing process that uses a rotating
abrasive wheel to smooth the flat surface of metallic or
non- metallic materials to give them a more refined look
by removing the oxide layer and impurities on work piece
surfaces. This will also attain a desired surface for a

functional purpose. This machine is utilised at CFC for
the finishing of a products.

Cylindrical Grinder:

The cylindrical grinder is a type of grinding machine
used to shape the outside of an object. The cylindrical
grinder can work on a variety of shapes; however, the
object must have a central axis of rotation. This
includes but is not limited to such shapes as a cylinder,
an ellipse, a cam, or a crankshaft. This machine is used
at CFC for grinding workpieces, precisely shape and
finish the given material with high surface quality and
low surface roughness. It is primarily a finishing
operation in which small quantities of metal are
removed in order to deliver highly accurate products.

CNC Lathe Machine:

A lathe is a machine tool that rotates a workpiece
about an axis of rotation to perform various
operations such as cutting, sanding, knurling,
drilling, deformation, facing, and turning, with
tools that are applied to the workpiece to create
an object with symmetry about that axis. Servo
mechanisms were applied to the control of lathes
and other machine tools via numerical control,
which often was coupled with computers to yield
computerized numerical control (CNC). Lathes
that are controlled by a computer are CNC lathes.
CNC lathes use computers and servomechanisms
to requlate the rates of movement. This machine
is utilised at CFC for high precision machining work which is currently outsourced from
private player.
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4.2 Expected Outcome after Intervention (Long term vision)

The cluster vision that has been progressively evolved is:

"The auto component cluster of Gurugram would evolve into a preferred base for Indian and
global customers by means of standardization, technology up-gradation and quality
improvement through advanced machining facilities by the year 2020. The emphasis is on
tapping national and global customer base by producing internationally competitive
products.”

The mission of the project is closely twinned with cluster vision:

Enhance productivity and efficiency in the auto products manufacturing process by
employing appropriate technology in the form of common facility.

Value addition to services offered to customers by manufacturing quality products
and contributing to consumer satisfaction as well as improving performance of
cluster enterprises.

Encourage cluster firms to cater the demand of large industries through integrated
equipment envisaged in the CFC and benefit the firms of adjacent districts for
regional development as plastic & allied products manufacturing hub.

The CFC fits into the long-term vision of the cluster in terms of enabling cluster enterprises
improve quality and efficiency by means of appropriate machining facilities. This in turn
shall enable cluster firms to tap regional demand and increase export. The common facility
is expected to enhance the levels of co-operation and joint action amongst cluster
stakeholders and SPV members to co-operate in the areas of marketing and procurement.
The skill upgradation requirement of cluster manpower shall be met conducting training with
help from equipment manufacturers and suppliers as part of additional service.

In addition, mini cluster at Gurugram will complement the efforts of State Government to
promote clusters in the State and serve as a model for up gradation of micro, small
enterprise clusters.
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5. SPV for Project Implementation

The micro and small units in the Gurugram auto component manufacturing cluster came
together to form a Special Purpose Vehicle (SPV) as a private limited company under section
7 of the Companies Act, 2013 and rule 8 of the Companies (Incorporation) Rules, 2014
under the name and style of ‘Devagya Tools Private Limited" with CIN
U29309HR2020PTC090793. The SPV was registered on 09-11-2020. The certificate of
registration/ incorporation along with Memorandum of Association (MoA) and Articles of
Association (AoA) and PAN card of the SPV are provided in Annexure - 2 & 3. The Company
has an authorized paid up capital of INR 10 lakh which shall be enhanced soon. The members
are micro and small sized firms (registered units) in Gurugram involved in manufacturing of
auto components for auto sector.

DIC, Gurugram and State Government both played an important role in SPV formation. The
SPV was incorporated in the month of November 2020 and already includes 11 members
who are subscribing to the necessary equity base of the company. The SPV shall always be
open for new members to join and for the existing members to leave while maintaining a
minimum member base of at least 10. The proposed CFC will be implemented on public-
private partnership basis through an SPV under the name and style of ‘Devagya Tools
Private Limited" by availing support from Government of Haryana's State Mini Cluster
Development Scheme (under Haryana EPP-2015).

The SPV members have a track record of cooperative initiatives. SPV members are also
members of prominent cluster associations. Cluster members have been autonomously
undertaking several soft interventions to enhance knowledge and exposure of the cluster
units on new trends in the automotive industry and enhancing productivity of their units.
This includes exposure visits to fairs and sharing of best practices, registration under UAM,
awareness programs on new trends in auto manufacturing, entrepreneurship development,
energy efficiency, GST, barcoding, equity schemes, sustainability, etc.These programs were
conducted in collaboration with DIC, the State Government, and Industry Association of
Gurugram district etc.Therefore, no support (in the form of grant-in aid) will be sought under
this project for undertaking soft interventions.

The SPV has conducted a series of stakeholder consultations (with various members, DIC,
Gurugram, and EY experts) during finalization of project components, selection of
technologies and development of Detailed Project Report. The SPV has been instrumental
in spreading awareness about cluster development under State Mini Cluster Development
Scheme in Gurugram and has also helped in validation of DSR. It has kept the State
Government and the DIC Gurugram engaged during the entire period of development of DSR
and DPR.

5.1 Shareholder profile and Shareholding mix

List of Directors: The SPV has two directors. The details of the directors are furnished in
Table 4. Other than these directors, the SPV will have provision of having one director each
from the State Government. The SPV comprises members from micro and small auto

Page 48 of 128



Draft Detailed Project Report of Gurugram Auto Components Cluster

components manufacturing units. It is homogeneous in nature due to similar products and
activities performed by the cluster units.

All the 11 SPV members will be shareholders in the ‘Devagya Tools Private Limited'. Two
members will be the directors in the company. Other than these directors, the SPV will have
provision of having one director each from the state DIC and the State Government.

Table 4: List of Directors

Ns(; Directors Name of the unit Unit address
1 Sh. Dhiraj Kumar Sneha Industries Plot No. 477 Pace City Il Sector
37 Gurugram
> Sh. Ashok Kumar Maadhav Automotive Plot No. 87-90 Phase-VI Udyog
Mehta Fasteners Pvt. Ltd. Vihar Sector 37 Gurugram

The lead promoters/shareholders have several years of successful experience in
manufacturing and are also well versed with the benefits of cluster development initiatives.
These units are financially viable in nature. Post the DSR validation, the DIC Gurugram also
acknowledged the genuineness and enthusiasm of the SPV members to undertake project
initiatives under State Mini Cluster Development Scheme and has recorded that the CFC
demand is authentic. The unit verification details have been added in Annexure 4.

Members of the SPV have been engaged in manufacturing of auto components in Gurugram
for several years and have considerable experience in marketing and manufacturing.
Directors and SPV members have had close interactions with technical experts, government
institutions and machinery suppliers.

The SPV was formed with the objective of taking up cluster level activity in a joint and
coordinated manner, wherein all units have equal say. The shareholding pattern of members
of the registered SPV includes the contribution from every member of SPV and no individual
shareholder holds more than 10% equity stake in the capital of the company. Details of SPV
members along with their contact persons, unit details, UAM numbers and products
manufactured are provided in Table 5.
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Table 5: Details of SPV Members

Annual
Investment
Turnover
S. No. Au;?:sr:)zned Unit Name Unit Address Contact No. UAM No. Products
(INR (INR
Crore) Crore)
1 Vinod Gupta Pik India Pataudi Road Gurugram | 9910064841 | HRO5A0001640 | 1.5 0.14 Manufacture of Rubber &
Plastic Parts
5 Jagdish Taneja Tanejg 547-C Pace City Il, Sector 9910109310 | HRO5B0000832 6 12 Manufactur.e of Rubber &
Enterprises 37 Gurugram Plastic Parts
3 Rajan Malik JKSprings | 243RPaceCityll, Sector | 5414495195 | HROS5B0003041 6 3 Manufacture of Springs &
37 Gurugram metal forming
1433/26 Basai Road
4 Himanshu ALP Industries Near Enkay Factory 9899039971 [ HRO5A0008805 0.205 7 Manufacture of Rubber Parts
Gurugram
5 Vinod Chhabra | Anand Industries 814/2 Basai Road 9212145505 | HRO5B0001500 [ 3.5 0.5 Manufacture of Springs &
Gurugram metal forming
6 Dhiraj Kumar | Sneha Industries | 1Ot No- 477 Pace City Il 11 5211151035 | HROS5B0007362 | 3.2 0.95 Manufacture of Plastic Parts
Sector 37 Gurugram
. Plot No. 1521/31 Behind .
7 Hemant EnT:rrs?il.:es Arvind Engg. Daulatabad | 9416907917 | HRO5A0007967 | 0.142 0.07 Ma”“fs/lct“rle; of Pressing &
P Road Gurugram etal Forming
8 Lalu Kumar Sam|tfa Anjana Colony Sector 37 2011696433 | HRO5A0007464 | 0.156 0.09 Manufacture ofT.urnmg&
Shah Industries Khandsa Gurugram metal forming
Khasra 226/227/228 Tek
9 Sanjay Kumar Ramco Auto Chand Nagar Plot No. 08 8130224658 | HRO5A0009212 0.75 0.2 Manufacture of T.urnmg &
Parts Daultabad Ind. Area metal forming

Gurugram
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Annual
Investment
Turnover
S. No. Au;?:srtl)zned Unit Name Unit Address Contact No. UAM No. Products
(INR (INR

Crore) Crore)

10 | Rajender Kumar |  >N€ha Auto Plot No. 154 Udhyog 1 ga94 700538 | HRO5A0026085 |  0.35 0.08 Manufacture of Rubber &
Comp. Vihar Phase VI Gurugram Plastic Parts
Maadhav Plot No. 87-90 Phase VI- Manufacturer of Metal
Ashok Kumar Automotive .

11 Udhyog Vihar Sector 37 | 9891135345 | HRO5B0004786 24 4 Fasteners Threaded and Non

Mehta

Fastnerss Pvt.

Ltd.

Gurugram

Threaded
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5.2 Initiatives undertaken by the SPV

As mentioned in detail in section 4.1, the SPV members have proactively undertaken
multiple capacity building initiatives to promote the cooperation among cluster units and
enhance knowledge and exposure of the units. The major initiatives are:

Regular member meetings for discussion on the CFC as well as technologies,
marketing, discussion on incentives available to MSMEs, etc.

Participation in various programs for capacity building, awareness generation and
technological advancement in the cluster.

Identification of building to be taken on lease for the SPV.

The preparation of DSR was led by EY consultant and the validation & approval process
for the DSR was also led by EY consultant.

5.3 SPV Roles and Responsibilities

The SPV will play a guiding role in the overall management and operations of the CFC. It will
provide direction to the management of the CFC and will monitor usage and performance of
the CFC. The SPV will constantly report to the state Government about the performance of
the CFC. The major roles and responsibilities that are envisaged to be performed by the SPV
post the submission of this DPR are mentioned below:

Coordinating with the state industry department for DPR approvals in the SLSC.
Accompanying EY experts to various meetings at the state government departments
Building lease deed agreement in SPVs name.

Garnering the equity contribution from the members.

Formation of purchase committees for procurement of goods and services.
Establishing, operating and maintaining all common facilities as mentioned in the DPR.
Obtain any statutory approvals/clearances from various government departments.
Recruit appropriate professionals to ensure smooth execution of the CFC.

Collection of user charges from members and other users of the facilities as per the
decided rates to meet the recurring expenses and future expansions of the CFC. While
various estimates on user charges / service fee are presented in this DPR, all decisions
including usage priority of facilities by members will be made based on decision by
members of SPV.

Preparation and submission of progress reports to state industry department.

The Memorandum and Articles of Association of the cluster SPV indicates the democratic
process in terms of decision making based on votes. All members of SPV will meet once
every fortnight/month to discuss/resolve operational issues. The management of the CFC
will be a two-tier structure for smooth and uninterrupted functioning. The executive body
i.e. Board of Directors (BoD) will include office bearers elected/nominated from time to time,
including one nominee of State Government (DIC).

While various estimates on user charges/service fees are presented in this DPR, all decisions
including usage priority of facilities by members will be made by unanimous decision of the
members. The CFC will seek direction and guidance from the main governing body, and the
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day-to-day administration will be taken care of by the management that shall be appointed
by the SPV board of directors. Their role is detailed below:

1. Board of Directors: The BoD will be the main governing body and will oversee the
operations of the CFC. They will have the decision-making power in terms of fixing
user fees (for members and non-members) and usage of reserves etc. for future
expansion. The Chairman and Managing Director will oversee the entire operations;
each Director will be entrusted with specific responsibility like marketing, technical,
finance, public relations etc. based on their interests and experience.

2. Managerial, Technical and Administrative staff: A competent and well qualified
professional with background in auto component manufacturing industry will be
appointed as the Cluster Development Executive (CDE) also referred to as the Cluster
Executive Officer, who will look after day-to-day operations of the CFC and shall be
directly reporting to the board of directors. The facility will have its own expert staff
(supervisors, operations and helpers) as per the requirement. The details of
manpower and other requirements are already mentioned in the DPR in the project
economics section. There shall be provisions for administrative staff such as
accounts personnel, marketing professional, storekeepers etc. to ensure effective
functioning of the CFC. The proposed organizational structure of the CFC is givenin

figure below:
BOARD OF DIRECTORS
(CHAIRMAN & MD)
CHIEF EXECUTIVE
OFFICER (CEO)
|
I I I I
OPERATIONS ADMINISTRATION MARKETING FINANCE

Figure 11: Organisational Structure
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6. Project Economics

6.1 Project Cost

The total project cost is estimated at Rs. 192.80 lakhs. The project cost for setting up a
CFC in the Gurugram auto components manufacturing cluster includes the following:

Building (on lease)

Machinery and equipment
Miscellaneous fixed assets
Preliminary & Pre-operative expenses
Contingency

6. Margin money for working capital

ik whe

The detail of each project component is provided below:

6.1.1 Building

The SPV shall lease one floor of a building on a 10-year irrevocable lease. The SPV has
identified the building and obtained a letter establishing the availability of the building. The
building is located at Plot No 154, Udyog Vihar, Phase VI, Gurugram Haryana. The available
area is 1500 square feet and the monthly rent for the first year would be Rs. 0.30 lakhs,
with an annual increase at the market rate (estimated at 10%).

6.1.2 Plant and Machinery

As detailed in section 4.1 (hard interventions), the machines proposed in the cluster will
enable cluster units enhance their competitiveness. The machines have been categorized
as primary and secondary. The machines that shall be used primarily for job work have been
categorized as primary, whereas, the auxiliary/supporting machines have been categorized
as secondary machines. The major facilities proposed at the CFC are for high end machining
facility. The total cost of plant and machineries has been estimated at INR 175.96 lakhs
including transportation charges, taxes and installation fees, and contingency works out to
INR 8.80 lakhs.

The details of the proposed machinery items are presented in the table below. The detailed
specifications and quotations of the machines are provided in the annexure. The SPV has
considered quotations for machinery from suppliers based on the manufacturer’s
reputation, service support, price and quality. However, an open online tendering system
shall be followed for procurement of these machines during project execution, and selected
vendors will be further invited to negotiate.
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Table 6: List of Proposed Plant & Machinery

(Rs. In lakh)
PLANT & MACHINERY
Other
Custom Charges
Quanti Basic Total Basic Tran§porta Duty as GSF as like . Supplier Mo<_1e.I / .
. . tion . Applicable Total Price A Specificati
S. . ty Price Price " Applicable * Insurance, Options
Machine Name Charges - ons
No. * Installation
etc.
el | Ielger Indigenous | Indigenous | Indigenous | Indigenous | Indigenous | Indigenous
nous ous
A Primary Machinery
CNC Vertical Ace Mitsubishi
1 Machining Centre 1 26.95 26.95 0.50 4,94 32.39 Manufacturing MSOBVU
Systems Ltd.
Electronica Job
2 Wire EDM Machine 1 30.20 30.20 0.50 5.53 3.75 39.98 HiTech Machine Master-
Tools Pvt. Ltd. Dzire
3 | Slant Bed CNC Lathe 1 18.00 18.00 0.30 18.30 Ace 'Ete;'g”er J 300 LM
. . Micromatic
Precision Universal Grindin
4 Cylindrical Grinding 1 13.98 13.98 0.20 2.55 16.74 9 ECO 200U
Machine technologies
Pvt. Ltd.
Hydraulic Surface GM Machine i
5 Grinding Machine 1 12.95 12.95 0.03 2.34 0.09 15.40 Tools Pvt. Ltd. PH-1632
Infion Fibre
. Laser
. . Infion Advance :
g | Fibre Laser Marking 1 17.75 17.75 3.20 0.50 21.45 Laser Systems | Marking
System 20 W Pvt. Ltd Machine
) ’ INFIMARK
ILM-2S-20
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(Rs. In lakh)
PLANT & MACHINERY
Other
Custom Charges
Quanti Basic Total Basic Tran.sporta Duty as GSF as like . Supplier Moglgl / .
- . tion . Applicable Total Price A Specificati
S. . ty Price Price " Applicable " Insurance, Options
Machine Name Charges - ons
No. * Installation
etc.
el | el Indigenous | Indigenous | Indigenous | Indigenous | Indigenous | Indigenous
nous ous
A Primary Machinery
N Electronica
7 | Electric Discharge 1 12.15 12.15 0.35 2.19 14.69 | HiTech Machine | E-TECHD
Machine 400 ZNC
Tools Pvt. Ltd.
Turret Milling GM Machine i
8 Machine 1 4.55 4.55 0.03 0.82 5.40 Tools Pvt. Ltd. LTM-3SS
Sub Total (A) 8 136.5 136.5 1.9 0.0 21.6 4.3 164.3
B Secondary
Machinery
Dell Precision
1 3630 Tower with 1 6.89 6.89 124 0.54 8.67 Tech Savvy Pvt.
Solidwork Ltd.
Software
200 Kva Three Servokon
2 ghase \[/)'Ql't'ta' 1 2.50 2.50 0.45 2.95 Systems Servokon
ervo voitage Limited
Stablizer
Sub Total (B) 2 9.39 9.39 0.00 0.00 1.69 0.54 11.62
Grand Total 10 145,92 145,92 1.91 - 23.25 4.88 175.96
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6.1.3 Miscellaneous Fixed Assets

The CFC would also require fixed assets such as furniture, fixtures, firefighting equipment,
first-aid equipment etc. for smooth running of operations. The total estimated capital
expenditure for purchase of miscellaneous fixed assets is estimated to be Rs. 1.64 Lakhs.
Details are provided in the table 7 below.

Table 7: Miscellaneous Fixed Assets

(Rs in Lakh)
MISCELLANEOUS FIXED ASSETS
S. No. Particulars Amount
1 Office Table (1) 0.10
2 Office Chair (4) 0.12
3 Guest Chair (4) 0.20
4 Firefighting equipment 0.22
5 Miscellaneous Fixed Assets 1.00
Total 1.64

6.1.4 Preliminary and Pre-operative Expenses

Another major component of the project cost is the preliminary and pre-operative expenses.
The preliminary expenses are envisaged as expenses incurred for registration of SPV, legal
and administrative expenses, tendering forms, tendering cost, etc.

Pre-operative expenses include expenses for electricity connection charges, refurbishment
of the building, administrative establishment, travelling, bank charges, stationery,
telephone, overhead expenses during machinery testing period such as salaries, machine
testing cost, bank charges, travelling, etc. The total expenditure for preliminary and pre-
operative expenses are estimated at Rs. 2.80 Lakhs (details provided in the table 8 below).

Table 8: Preliminary and Pre-Operative Expenses

(Rs. In Lakh)
PRELIMINARY & PRE-OPERATIVE EXPENSES
S. No. Particulars Amount

1 Company Registration Charges 0.50
2 Tender forms & tendering cost 0.00
4 Project Management Charges Nil
5 Travelling Cost 0.50
6 Machine testing cost 0.35
7 Lease deed registration charges 0.86
8 Bank Appraisal Charges 0.59

Total 2.80

6.1.5 Provision for Contingencies

As per the gquidelines of state-mini cluster development scheme a provision for
contingencies has to be made on plant/machinery and building (not applicable in this case
as the building is being taken on a lease basis). Contingencies on plant and machinery have
been estimated at 5% that amounts to Rs. 8.80 lakhs.
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6.1.6 Margin Money for Working Capital

The total working capital requirement during the first year of operation at 75% capacity
utilization is estimated at Rs. 12.60 Lakh. The working capital loan, if required, will be
availed from a local bank and is calculated at Rs. 9 Lakh with margin money requirement of
Rs. 3.60 Lakh (minimum 25% of working capital requirement as margin). The working capital
requirement has been calculated based on requirement of one month of operational
expenses and 1 months’ debtor collection period. The calculation has been provided in the
subsequent section.

6.1.7 Summary Project Cost

A summary of the total estimated project cost as per actual and as per State Mini Cluster
Development Scheme is presented in the table 9 below:

Table 9: Total Project Cost

(Rs in Lakh)
PROJECT COST
S L AE(I)?JIrt:’!eas
. Particulars Project Remarks
No. per
Cost o
Guidelines
1 | Land & Building
. Land Val 0.00
3. band vaie Eligible
b. Land Development 0.00 0.00 (Max 25% of
c. Building & Other Civil Works 0.00 total of L&B,
- P&M, and
d. Building Value 0.00 Misc. F.A.)
Sub Total (A) 0.00 0.00
2 | Plant & Machinery
a. Indigenous 164.34 164.34
b. Imports 0.00 0.00 Eligible
c. Secondary Machines 11.62 11.62
Sub Total (B) 175.96 175.96
3 | Miscellaneous fixed assets (C) 1.64 0.00
4 | Preliminary & Preoperative Expenses (D) 2.80 0.00
5 | Contingency o
- . 0.00 Not eligible
a. Building @ 2% 0.00 . for grant
b. Plant & Machinery @ 5% 8.80 0.00
Sub Total (E) 8.80 0.00
6 | Margin money for working capital @ 75% CU (F) | 3.60 0.00
Grand Total (A+B+C+D+E+F) 192.80 175.96

6.2 Means of Finance

The project will be financed from two sources: equity from SPV, and grant-in-aid from Govt.
of Haryana (under State Mini Cluster Development Scheme, EPP-2015). Working capital

Page 59 of 128



Draft Detailed Project Report of Gurugram Auto Components Cluster

loan, if required, will be secured from a local bank. The assistance to the project from Govt.
of Haryana under State Mini Cluster Development Scheme is envisaged to the tune of 90%
of the project cost for project up to Rs. 192.80 lakhs. SPV will be required to contribute 10%
of project cost for project cost up to Rs. 192.80 lakhs. Hence, the SPV members have
proposed to contribute the entire amount beyond Rs. 158.37 lakhs, taking their overall
contribution to about 17.86% of the total project cost. The total contribution of SPV
members will amount to Rs. 34.43 lakhs. Support from State Government is envisaged for
Rs. 158.37 Lakhs. Details of the means of finance are provided in the table 10 below:

Table 10: Means of Finance

Means of Finance
S. No. Source of finance Uil e (7

Lakh)

Grant-in-aid under State Mini Cluster Development
Scheme 158.37

1 (Govt. of Haryana)

2 Contribution of SPV 34.43
Total 192.80

Detailed Means of Finance

Prou.ec.t COE!: Ui Project cost over eligible cost
eligible cost
b Squrce gl Amount Amount L= Remarks
No. finance Percentage - Percentage . Amount
. (INR in R (INR in .
Contribution Contribution (INR in
lakh) lakh)
lakh)
Grant-in-aid As per EPP,
under State 2015 GoH
Mini Cluster contribution is
1 Development 90% 158.37 0% 0.00 158.37 max 90%
Scheme (Including soft
(Govt. of intervention
Haryana) expenses)
2 Contr'sb;\t/'on of 10% 17.60 100% 16.84 | 34.43
Total 100% 175.96 100% 16.84 192.80

6.2.1 Share Capital

The contribution of the SPV members will be by way of subscription to shares in the SPV
registered as a Private Limited Company. The extent of paid-up share capital would be Rs.
34.43 lakh contributed by the cluster SPV.

The authorized share capital of the company is INR 10 lakh at present which shall be
increased in due course. The extent of equity subscription by each member will be restricted
to a maximum of 10% of total share capital of the company.
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6.2.2 Grant-in-Aid

Grant-in-aid of Rs. 158.37 lakh is expected from Government of Haryana. The amount
received by the way of grant under State Mini Cluster Development Scheme will only be
utilized to procure plant and machinery for the project.

6.3 Expenditure Estimates

In this section, a detailed estimate of expenditure of the CFC has been conducted on nine-
hour single shift (i.e. 9 hours) operation basis. This has been estimated based upon
extensive inputs by the cluster members and the prevalent rates of consumables, utilities
and manpower in the cluster. This section considers annual cost of undertaking job work
and expenditure estimates. The critical components related to expenditure comprise
consumables, manpower, electricity and expenditure on repair and maintenance of assets,
insurance and administrative overheads.

Other elements comprise expenditures by the way of interest toward working capital loans,
miscellaneous expenses and non-cash depreciation expenditure.
6.3.1 Consumables

Machines installed at the CFC shall require consumables during operations and completion
of the job work. Consumables are critical components of project facilities and may be
understood in terms of oil, grease and chemicals, etc.
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Table 11: Consumables

CONSUMABLES REQUIRED FOR MACHINES

Total Consumab
S. No. Of mont re Iﬁisred ﬁ‘;n(?: ﬁ?(?: ﬁ?(?: ﬁ?(?: ,:;;n(?: Amount | Amount | Amount | Amount | Amount
No | Machine Name Machin | Particulars hly d (in Rs. (in Rs. (in Rs. (in Rs. (in Rs.
es Amt | Snnually SEERs. SERse SRS SRS, S RS ey ki | Lakhy | Lakkyl | Lakh)
(Rs.) (Rs. In Lakh) | Lakh) | Lakh) | Lakh) | Lakh)
. Lakh)
Year Year Year Year Year Year 6 Year 7 Year 8 Year 9 | Year 10
1 2 3 4 5
75% | 80% | 85% | 90% | 95% | 100% | 100% 100% 100% 100%
Hydraulic,
1 fﬂggh\i’rﬁ;técggntre 1 g'r'é';z'inq 5%%0' 0.60 0.45 | 0.48 | 051 | 054 | 057 | 060 | 0.60 0.60 | 0.60 0.60
Tools
Hydraulic,
2 \h’/lvgfhiEnZM 1 8;':;2'inq 5%%0' 0.60 0.27 | 029 | 031 | 0.32 | 034 | 0.36 0.36 0.36 0.36 0.36
Tools
Hydraulic,
3 E'aat"r‘]t;BedCNC 1 8;';’;2;@ 5%%0' 0.60 0.16 | 0.17 | 0.18 | 0.19 | 0.21 | 0.22 0.22 0.22 0.22 0.22
Tools
Precision Hydraulic,
4 g;‘l'i‘;zrrsii'al 1 8;';’;2;@ 5%%0' 0.60 0.10 | 0.10 | 0.11 | 0.12 | 0.12 | 0.13 0.13 0.13 0.13 0.13
Grinding Machine Tools
Hydraulic (I-)Im:lnraullc, 5000
5 | Surface Grinding 1 Grea‘i'in 00 0.60 0.06 | 0.06 | 0.07 | 0.07 | 0.07 | 0.08 0.08 0.08 0.08 0.08
Machine 9
Tools
Fibre Laser (I-)Iﬁidnraullc, 5000
6 | Marking System 1 Grea‘i'ing 00 0.60 0.03 | 0.04 | 0.04 | 0.04 | 004 | 0.05 0.05 0.05 0.05 0.05
20 W '
Tools
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CONSUMABLES REQUIRED FOR MACHINES

Total Consumab

S. No. Of mont re Iﬁisred ﬁ‘;n(?: ﬁ?(?: ﬁ?(?: ﬁ?(?: ,:;;n(?: Amount | Amount | Amount | Amount | Amount
No | Machine Name Machin | Particulars hly d (in Rs. (in Rs. (in Rs. (in Rs. (in Rs.
es amt | @nnually | Rs. | Rs. | Rs. | Rs. | Rs. | ooy | akny | Lakh) | Lakh) | Lakh)
(Rs.) (Rs. In Lakh) | Lakh) | Lakh) | Lakh) | Lakh)
: Lakh)
Year Year Year Year Year Year 6 Year 7 Year 8 Year9 | Year 10
1 2 3 4 5
75% 80% 85% 90% 95% 100% 100% 100% 100% 100%
. Hydraulic,
Electric oilin 5000
7 | Discharge 1 q,_ ) 0.60 0.02 0.02 0.02 0.03 0.03 0.03 0.03 0.03 0.03 0.03
. Greasing, 00
Machine
Tools
Hydraulic,
g | Turret Milling p | Qiling, 2500. 1 439 0.01 | 001 | 0,01 | 0.02 | 0,02 | 002 | 002 | 002 | 002 | 0.02
Machine Greasing, 00
Tools
Total 4.50 1.11 1.18 1.25 1.33 1.40 1.47 1.47 1.47 1.47 1.47
Consumables
per month 0.38 0.09 0.10 0.10 0.11 0.12 0.12 0.12 0.12 0.12 0.12
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6.3.2 Manpower Requirement

Another major expenditure head is the manpower. Facilities installed at CFC will require
manpower to function effectively. The total manpower requirement for the project would
be about 14 persons. The manpower required under project has been divided under two
categories: Direct & Indirect. Direct manpower is required for operation of machines while
indirect manpower is required for administrative purposes. The annual expenditure on
salary component for direct manpower is estimated at Rs. 18.15 lakh and for indirect at
6.47 lakhs. The total expense on manpower is projected at Rs. 2.05 lakh per month or

Rs. 24.62 lakh per annum.

The details of monthly and yearly expenses for manpower required for running the project
is provided in table 12 & 13 below:

Table 12: Expenditure related to Salary (direct manpower - machine operators and helpers)

DIRECT MANPOWER

No. of Total salary &
Salary per month per Total Salary Per
Category Manpower erson (INR) Month (INR) wages per Year
Required P (INR lakh)

Supervisor 30,000.00 30,000.00 3.60
Operators 5 12,500.00 62,500.00 7.50
Helper 5 9,000.00 45,000.00 5.40
0.00
11 0.52 1.38 16.50
Add: Perquisites/Fringe Benefits @ 10% 1.65
Sub Total (A) 18.15

Table 13: Expenditure Related to Salary (indirect manpower - administrative and support staff)

INDIRECT MANPOWER

Total
salary &
Categor Ma:\lno.oc:;er ;‘ZI?\;K p:: UGN SELETRY wages
gory PO P Per Month (INR) | per Year
Required person (INR)
(INR
lakh)
Cluster Dev Executive (Supervisor) 1 25,000.00 25,000.00 3.00
HR & Accounts 1 15,000.00 15,000.00 1.80
Peon 1 9,000.00 9,000.00 1.08
3 0.49 0.49 5.88
Add: Perquisites/Fringe Benefits @ 10% 0.59
Sub-Total (B) 6.47
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6.3.3 Utilities

The most important utilities required in the project is power supply. Proposed CFC requires
power for operation of machinery as well as other supporting equipment for smooth
operations. The total connected load requirement has been estimated at 129.80 kW. The
table 14 below depicts the machine and equipment wise power requirement in the CFC. The
drawn power is conservatively assumed at 60% of the connected load in the case of
operating facilities and shop floor.

Table 14: Machine & Equipment (facility) wise power requirement

UTILITIES
Power

Total connected load 129.80 | kW
Power consumption per month 14160.00 | Units
ELECTRIC POWER CHARGE PER MONTH Rate pe kW/Unit Total Rate
Fixed Charges for kW 175.00 22,715.00 | Per month
Variable Energy Charges for units consumed 9.00 1,27,440.00 | Per month

Total 1,50,155.00 | Per Month
Annual Charges 18,01,860.00 | Per Year

Say Rs. 18.02 Lakhs Approx.

The power requirement for operation of core machinery and equipment and administrative
facilities is 118 KW. The facility is heavily based on electricity for operations and will also
require additional 10% connected load as a buffer to get the electricity connection. The total
connected load for the CFC is estimated to be 129.80 kW.

Fixed charges for connection of 129.80 kW @ Rs. 175 per kW equals Rs. 22,715/- per
month and monthly consumption charge @ Rs. 9 per unit for 14,160 units amounts to Rs.
1,27,440/- per month. This has been calculated based on the prevalent rates of the power
provider. The table 15 below presents the envisaged annual expenditure in terms of power
related charges.

Table 15: Annual Expenditure Statement vis-a-vis Power Charges

Power charges at various C.U.

Yearl | Year2 | Year3 | Year4 | Year5 | Year 6 | Year7 | Year 8 | Year 9 | Year 10
75% 80% 85% 90% 95% 100% 100% 100% 100% 100%
Fixed 2.73 2.73 2.73 2.73 2.73 2.73 2.73 2.73 2.73 2.73
Variable | 11.47 | 12.23 | 13.00 | 13.76 | 14.53 | 15.29 | 15.29 | 15.29 | 15.29 15.29
Total 14.20 | 1496 | 15.72 | 16.49 | 17.25 | 18.02 | 18.02 | 18.02 | 18.02 18.02
Per month | 1.18 1.25 1.31 1.37 1.44 1.50 1.50 1.50 1.50 1.50

6.3.4 Annual Repairs and Maintenance Expenses

The annual repairs and maintenance expenses have been estimated to be Rs. 5.38 lakh. The
details are presented in the table 16 below:

Page 65 of 128




Draft Detailed Project Report of Gurugram Auto Components Cluster

Table 16: Annual Repairs and Maintenance Expenditure

REPAIR & MAINTENANCE

ANNUAL REPAIR AND MAINTENANCE EXPENSES

Repair & Maintenance of Building 0.10
Repair & Maintenance of Plant and Machineries @ 3% 5.28
Total 5.38

Insurance and miscellaneous Administrative Expenses

Insurance is a critical component of asset protection at the CFC. Insurance is computed
based on 0.5 percent on the fixed assets. Cost of insurance shall remain as a fixed cost.
Miscellaneous administrative expenses are estimated at a lump-sum of Rs. 0.60 lakh per
year. The details are presented in the table 17 below:

Table 17: Insurance and Miscellaneous Administrative Expenses

OTHER EXPENSES

Insurance Charges (Estimate @ 0.5% on fixed assets (such as buildings, civil
works, and Plant & machinery, including related contingency expenses of 0.92
approx. Rs. Lakh)

Miscellaneous Expenses (Stationery, communication, travelling, and other

misc. overheads) 0.60

Total 1.52

6.4 Working Capital Requirements

Working capital has been calculated in terms of one month's operating expenses required
for the CFC as well as one months' debtor collection period. The operating expenses includes
in form of consumables, salaries, utilities and rent expenses.

The working capital requirement of the project for the one month of operation has been
considered for consumables and expenses. The SPV will contribute the margin money for
working capital and rest of working capital will be borrowed from local bank. While
calculating the project cost, a minimum of 25% of working capital is shown as margin for
working capital and the remaining will be borne by SPV as borrowings. The total working
capital is estimated to be Rs. 12.60 lakh during the first year of operation (75% C.U.).
Further, total working capital required at an operating capacity of 80% during the second
year comes out to Rs. 13.39 lakh. The corresponding margin money for working capital
requirement at 75% & 80% capacity utilization in the first 2 years amounts to Rs. 3.60 lakh
and Rs. 4.39 lakh respectively, and the corresponding loan amounts to Rs. 09 lakh.

The details are presented in the table below:
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Table 18 Working Capital Requirements

(Rs. In Lakh)

WORKING CAPITAL

Particulars Period As per Capacity Utilisation

Year 1 Year 2 Year 3 Year4 | Year5 | Year6 | Year7 | Year8 | Year 9 Ylegr

75% 80% 85% 90% 95% 100% 100% 100% 100% 100%

1 Consumables 1 month 0.09 0.10 0.10 0.11 0.12 0.12 0.12 0.12 0.12 0.12
2 | Utilities (Power) 1 month 1.18 1.25 1.31 1.37 1.44 1.50 1.50 1.50 1.50 1.50
3 | Working Expenses (Manpower) 1 month 1.67 1.75 1.82 1.90 1.98 2.05 2.05 2.05 2.05 2.05
4 | Sundry Debtors (Sales Value) 1 months 9.65 10.30 10.94 11.58 12.23 12.87 12.87 12.87 12.87 12.87
5 | Working capital (Total expenses) 12.60 13.39 14.18 14.97 15.76 16.55 16.55 16.55 16.55 16.55
6 | Working Capital Margin 3.60 4.39 5.18 5.97 6.76 7.55 7.55 7.55 7.55 7.55
7 | Working Capital Loan 9.00 9.00 9.00 9.00 9.00 9.00 9.00 9.00 9.00 9.00

- - 5

8 L“gereSt on Working capital loan @11% 0.99 0.99 0.99 099 | 099 | 099 | 099 | 099 | 099 | 0.99
9 | Working Cap Margin %age 28.58% | 32.79% | 36.53% | 39.87% | 42.88% | 45.61% | 45.61% | 45.61% | 45.61% | 45.61%
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6.5 Depreciation Estimates

Estimates of depreciation are non-cash expenditure and presented in this section based on Written down Value (WDV) methods. Accounting
for depreciation would facilitate sustainability of operations in terms of developing a fund for replacement of assets. The relevant fund that
is accumulated could facilitate the replacement of such assets toward the end of the envisaged asset life of 10 years. Depreciation of plant
and machinery is considered at 15% a year (envisaged project life of 10 years prior to replacement of assets), depreciation of computers is
considered at 60% per year, depreciation of furniture at 10% per year, and depreciation of miscellaneous fixed assets at the rate of 15% a
year. The computation of depreciation as per WDV method is provided in the tables below.

Table 19: Depreciation based on WDV

(Rs. In lakh)
DEPRECIATION (WRITTEN DOWN VALUE METHOD)
Particulars Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Land
Opening Balance 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Less : Depreciation - - -
Closing Balance 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Building and Civilwork
Opening Balance 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Less: Depreciation @ 10% 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Closing Balance 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Plant & Machinery
Opening Balance 184.76 157.05 133.49 113.47 96.45 81.98 69.68 59.23 50.35 42.79
Less: Depreciation @ 15% 27.71 23.56 20.02 17.02 14.47 12.30 10.45 8.88 7.55 6.42
Closing Balance 157.05 133.49 113.47 96.45 81.98 69.68 59.23 50.35 42.79 36.37
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(Rs. In lakh)
DEPRECIATION (WRITTEN DOWN VALUE METHOD)
Particulars Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10
Furniture
Opening Balance 0.42 0.38 0.34 0.31 0.28 0.25 0.22 0.20 0.18 0.16
Less: Depreciation @ 10% 0.04 0.04 0.03 0.03 0.03 0.02 0.02 0.02 0.02 0.02
Closing Balance 0.38 0.34 0.31 0.28 0.25 0.22 0.20 0.18 0.16 0.15
Other Misc. Fixed Assets
Opening Balance 1.22 1.03 0.93 0.84 0.75 0.68 0.61 0.55 0.49 0.44
Less: Depreciation @ 15% 0.18 0.10 0.09 0.08 0.08 0.07 0.06 0.05 0.05 0.04
Closing Balance 1.03 0.93 0.84 0.75 0.68 0.61 0.55 0.49 0.44 0.40
Total Depreciation 27.94 23.70 20.15 17.13 14.57 12.39 10.54 8.96 7.62 6.48
Depreciated value 158.46 134.76 114.61 97.48 82.91 70.52 59.98 51.02 43.40 36.92
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6.6 Income/Revenue estimates

The CFC is expected to generate revenue by way of user charges that shall be levied based
upon the manufacturing of auto components. The user charges shall vary based upon the
useri.e.- the SPV members and non SPV members. The user charges will be less for the SPV
members as compared to non SPV members. Firms based outside Gurugram shall be
charged a premium for availing the CFC services. The major income sources for the CFC are
envisaged by the way of manufacturing different auto components through
molding/machining process.

The user charges have been estimated based upon the operational expenses of the CFC and
the prevalent market rates in Gurugram. User charges for secondary machines have not
been considered as a part of revenue. Estimation of user charges for availing services at
CFC has been done on a conservative basis. An average user charge has been used,
considering the demand for injection molding.

The relevance and appropriateness of user charges is also evident from the fact that the
rates fixed help meet operating expenditures and provide sustainable replacement of
assets. It is also envisaged that the CFC will generate enough income to sustain and grow,
making it a viable project.

The estimated user charges are presented in table below:
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Table 20: User Charges for Machinery

REVENUE GENERATION AT CFC

e Annual
No User 2 bt o Reven | Revenu
: Wor | Worki Amou | Amou | Amou | Amou | Amou | Amou | Amou | Amou | Amou | Amou
S. . Of | Charge . ue per e . . . . . . . . . .
No Machine Ma er king ng month enerati nt in nt in nt in nt in nt in nt in nt in ntin ntin ntin
Name chi hpour hou | days (Rs gon(in Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs.
rs per ’ Lakh) | Lakh) | Lakh) | Lakh) | Lakh) | Lakh) | Lakh) | Lakh) | Lakh) | Lakh)
nes (Rs.) lakh) Rs.
per | month
lakh)
day
Year Year Year Year Year Year Year Year Year Year
1 2 3 4 5 6 7 8 9 10
75% 80% 85% 90% 95% 100% | 100% | 100% | 100% | 100%
CNC
1 \l\jlzrcttlwcir?ilng 1 1200 9 26 2.81 33.70 25.27 | 26.96 | 28.64 | 30.33 | 32.01 | 33.70 | 33.70 | 33.70 | 33.70 | 33.70
Centre
Wire EDM
2 Machine 1 850 9 26 1.99 23.87 17.90 | 19.09 | 20.29 | 21.48 | 22.67 | 23.87 | 23.87 | 23.87 | 23.87 | 23.87
3 Eﬁgtéige 1 750 9 26 1.76 21.06 15.80 | 16.85 | 17.90 | 1895 | 20.01 | 21.06 | 21.06 | 21.06 | 21.06 | 21.06
Precision
Universal
4 | Cylindrical 1 600 9 26 1.40 16.85 12.64 | 13.48 | 14.32 | 15.16 | 16.01 | 16.85 | 16.85 | 16.85 | 16.85 | 16.85
Grinding
Machine
Hydraulic
5 élrjirr]:gicneg 1 600 9 26 1.40 16.85 12.64 | 13.48 | 14.32 | 15.16 | 16.01 | 16.85 | 16.85 | 16.85 | 16.85 | 16.85
Machine
Fibre Laser
6 g/l;srtlgrr;gzo 1 700 9 26 1.64 19.66 14.74 | 15.72 | 16.71 | 17.69 | 18.67 | 19.66 | 19.66 | 19.66 | 19.66 | 19.66
W
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REVENUE GENERATION AT CFC
No.
No User O 1o, @ Reven $envlunaJ
; Wor | Worki Amou | Amou | Amou | Amou | Amou | Amou | Amou | Amou | Amou | Amou
S. . Of | Charge . ue per e . . . . . . . . . .
No Machine Ma er king ng month | generati nt in nt in nt in ntin ntin ntin ntin ntin ntin ntin
Name chi hpour hou | days (Rs qon Gin Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs. Rs.
rs per : Lakh) | Lakh) | Lakh) | Lakh) | Lakh) | Lakh) | Lakh) | Lakh) | Lakh) | Lakh)
nes | (Rs.) lakh) Rs.
per | month
lakh)
day
Year Year Year Year Year Year Year Year Year Year
1 2 3 4 5 6 7 8 9 10
Electric
7 | Discharge 1 500 9 26 1.17 14.04 10.53 | 11.23 | 11.93 | 12.64 | 13.34 | 14.04 | 14.04 | 14.04 | 14.04 | 14.04
Machine
Turret
8 | Milling 1 300 9 26 0.70 8.42 6.32 6.74 7.16 7.58 8.00 8.42 8.42 8.42 8.42 8.42
Machine
Total 154.44 115.83 | 123.55 | 131.27 | 139.00 | 146.72 | 154.44 | 154.44 | 154.44 | 154.44 | 154.44

6.7 Estimation of profitability: Income and Expenditure statement

The projection for income and expenditures of the CFC has been conducted for ten years. The projections have been undertaken based upon
the income and expenditure heads mentioned in previous sections. The projected statements highlight income, expenses, profits earned,
income tax and net profit etc. The details are presented in the table below:

The total gross revenue is estimated to be Rs. 115.83 lakhs for the first year of operation at an operating capacity of 75%. For projection
purposes, operating capacity of 75% is considered for first year, 80% for second year and 100% capacity from 6th year onwards.

The income tax rates have been considered depending upon the announcement made in the Budget 2020 and the tax applicable to a Pvt.
Limited Company. Income tax has been considered at 22 per cent on taxable profit inclusive of all the tax components. The incidence of tax
ranges from INR 9.20 lakhs in the first year to INR 19.24 lakhs in Year 10.
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Table 21: Income and Expenditure Statement

(Rs. In Lakh)
PROFIT & LOSS ACCOUNT

Particulars Year1l | Year2 | Year 3 | Year4 | Year5 | Year6 | Year7 | Year 8 | Year 9 Year 10
Number of working days 300 300 300 300 300 300 300 300 300 300
Number of shift 1 1 1 1 1 1 1 1 1 1
Capacity Utilisation in % 75% 80% 85% 90% 95% 100% 100% 100% 100% 100%
A. Income
(User/ Service Charge) 115.83 | 123.55 | 131.27 | 139.00 | 146.72 | 154.44 | 154.44 | 154.44 | 154.44 154.44
B. Cost of Production:
1. Utilities Power (Fixed + Variable) 1420 | 1496 | 15.72 | 16.49 | 17.25 | 18.02 | 18.02 | 18.02 | 18.02 18.02
2. Direct labour and wages 13.61 | 14,52 | 15.43 | 16.34 | 17.24 | 18.15 | 18.15 | 18.15 | 18.15 18.15
3. Consumable 1.11 1.18 1.25 1.33 1.40 1.47 1.47 1.47 1.47 1.47
4. Repair and Maintenance 4.03 4.30 4.57 4.84 5.11 5.38 5.38 5.38 5.38 5.38
5. Depreciation 2794 | 23.70 | 20.15 | 17.13 | 14,57 | 12.39 | 10.54 8.96 7.62 6.48
Total Cost of production 60.89 | 58.66 | 57.13 | 56.13 | 55.58 | 55.41 | 53.56 | 51.98 | 50.64 49.50
C. Administrative expenses:
6. Manpower (Indirect) 6.47 6.47 6.47 6.47 6.47 6.47 6.47 6.47 6.47 6.47
7. Rent 3.60 3.96 4.36 4.79 5.27 5.80 6.38 7.02 7.72 8.49
8. Insurance 0.92 0.92 0.92 0.92 0.92 0.92 0.92 0.92 0.92 0.92
9. Misc Expense 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60 0.60
Total Administrative Expenses 11,59 | 1195 | 12.35 | 12.78 | 13.26 | 13.79 | 14.37 | 15.01 | 15.71 16.48

D. Financial expenses:
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(Rs. In Lakh)
PROFIT & LOSS ACCOUNT

Particulars Year1l | Year2 | Year3 | Year4 | Year5 | Year6 | Year7 | Year 8 | Year9 Year 10
10. Interest on Working capital loan @ 11% per
annum 0.99 0.99 0.99 0.99 0.99 0.99 0.99 0.99 0.99 0.99
Total Financial Expenses 0.99 0.99 0.99 0.99 0.99 0.99 0.99 0.99 0.99 0.99
E. Total Expenses B+C+D 73.47 | 71.60 | 70.47 | 69.90 | 69.83 | 70.19 | 68.92 | 67.98 | 67.34 66.97
F. Profit A-E 42.36 | 5195 | 60.81 | 69.10 | 76.89 | 84.25 | 85.52 | 86.46 | 87.10 87.47
G. P&P Expenses written off 0.56 0.56 0.56 0.56 0.56 0.00 0.00 0.00 0.00 0.00
H. Income before Tax (F-G) 41.80 | 51.39 | 60.25 | 68.54 | 76.33 | 84.25 | 85.52 | 86.46 | 87.10 87.47
I. Adjustment of Loss
J. Income Tax (@22% for company) 9.20 11.31 | 13.25 | 15.08 | 16.79 | 18.53 | 18.81 | 19.02 | 19.16 19.24
K. Net Profit /Loss for the year 32.61 | 40.08 | 46.99 | 53.46 | 59.54 | 65.71 | 66.71 67.44 | 67.94 68.22
L. Cumulative Surplus 32.61 | 72.69 | 119.68 | 173.14 | 232.68 | 298.39 | 365.10 | 432.54 | 500.47 568.70

As evident from the table above, the project is financially viable. A cumulative surplus of about Rs 568.70 Lakh shall be earned by the SPV
even after accounting for taxation and depreciation at the end of ten years. This surplus generated shall be used for further addition in the
machinery or improvement and up-gradation of facilities. Additionally, the SPV intends to conduct a lot of other development activities in the
cluster that shall be funded through the surplus earned at the CFC.

6.8 Cash flow statement

Cash flow statement indicates the cash balance and the liquidity position of the project over the years. The table below presents the sources
and disposal/uses of funds statement of the project.
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Table 22: Cash Flow Statement

(Rs in Lakh)
CASH FLOW STATEMENT
Particulars Constrpction VEEL Year2 | Year3 | Year4 | Year5 | Year6 | Year7 | Year 8 | Year9 VEETr
Period 1 10

A. Source Funds :
1. Cash Accruals (Net Profit + Interest Paid) 43.35| 5294 | 61.80 | 70.09 | 77.88 | 85.24 | 86.51 | 87.45 | 88.09 | 88.46
2. Increase in capital 34.43 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
3. Depreciation 2794 | 23.70 | 20.15 | 17.13 | 1457 | 12.39 | 10.54 8.96 7.62 6.48
4. Increase in WC Loan 9.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
5. Change in Expenses Payable 3.25 0.18 0.18 0.18 0.19 0.19 0.05 0.05 0.06 0.06
5. Increase in Grant-in-aid from GoH 158.37 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Total Sources of Funds 192.80 83.54 | 76.81 | 82.13 | 87.40 | 92.63 | 97.82 | 97.10 | 96.46 | 95.77 | 95.00
B. Use of Funds :
1. P&P Expenses 2.80
2. Increase in fixed assets 186.40
3. Increase in other Assets 3.60 0.90 0.88 0.89 0.90 0.91 0.92 0.14 0.16 0.18 0.19
4. Increase in Sundry Debtors 9.65 0.64 0.64 0.64 0.64 0.64 0.00 0.00 0.00 0.00
5. Interest 0.99 0.99 0.99 0.99 0.99 0.99 0.99 0.99 0.99 0.99
6. Taxation 9.20 | 11.31 | 13.25 | 15.08 | 16.79 | 18.53 | 18.81 | 19.02 | 19.16 | 19.24
Total Use of Funds 192.80 20.74 | 13.82 | 15.78 | 17.61 | 19.33 | 21.09 | 19.95 | 20.17 | 20.33 | 20.43
C. Net Surplus (A -B) 62.80 | 62.99 | 66.35 | 69.79 | 73.30 | 76.73 | 77.15 | 76.29 | 75.44 | 74.58
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(Rs in Lakh)
CASH FLOW STATEMENT
Particulars Constrpctlon el Year2 | Year 3 | Year4 | Year5 | Year6 | Year7 | Year 8 | Year 9 Vieels
Period 1 10
D. Cumulative Surplus 62.80 | 125.79 | 192.15 | 261.94 | 335.24 | 411.97 | 489.11 | 565.40 | 640.84 | 715.42

The cash flow statement shows the available net surplus for 10 years of the CFC operations. As most of the capital expenditure is being
supported as grant under the State Mini Cluster Development Scheme (EPP 2015), therefore it does not have any negative effect on the

Cash flow, in terms of interest, etc.

6.8 Projected Balance Sheets

The annual balance sheets for the CFC have been projected based upon estimates in the earlier sub-sections with regard to various current
and fixed liabilities and also current and fixed assets. As evident from the projections, a considerable amount of reserves and surplus gets
accumulated. These shall also be utilized for expansion of the CFC and undertaking other cluster development activities. Decision on
deployment of reserves and surplus accumulated will be based on the performance of the project and requirements of cluster firms and
members of the SPV. The projected balance sheets are provided in the table 23 below:
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Table 23: Balance Sheet

(Rs in lakh)
PROJECTED BALANCE SHEET
At the end
Particulars of impl. Year1l | Year2 | Year3 | Year4 | Year5 | Year6 | Year7 | Year8 | Year9 Year 10
Period
1. Fixed Assets :
Gross Block 186.40 186.40 | 158.46 | 134.76 | 114.61 | 97.48 82.91 70.52 59.98 51.02 43.40
Less : Depreciation (WDV) 27.94 23.70 20.15 17.13 14.57 12.39 10.54 8.96 7.62 6.48
Net Block 186.40 158.46 | 134.76 | 114.61 | 97.48 82.91 70.52 59.98 51.02 43.40 36.92
Total Fixed Assets (A) 186.40 158.46 | 134.76 | 114.61 | 97.48 82.91 70.52 59.98 51.02 43.40 36.92
2. Current Assets:
Cash & bank Surplus (B.F) 62.80 | 125.79 | 192.15 | 261.94 | 335.24 | 411.97 | 489.11 | 565.40 | 640.84 715.42
Sundry Debtors 9.65 10.30 10.94 11.58 12.23 12.87 12.87 12.87 12.87 12.87
Margin Money for WC Loan 3.60 3.60 4.39 5.18 5.97 6.76 7.55 7.55 7.55 7.55 7.55
Other Current Assets 0.90 0.99 1.09 1.20 1.32 1.45 1.59 1.75 1.93 2.12
P&P Exp 2.80 2.24 1.68 1.12 0.56 0.00 0.00 0.00 0.00 0.00 0.00
Total current Assets (B) 79.19 | 143.15 | 210.47 | 281.25 | 355.54 | 433.83 | 511.12 | 587.57 | 663.19 737.96
Total Assets (A+B) 192.80 237.65 | 277.91 | 325.08 | 378.72 | 438.44 | 504.35 | 571.10 | 638.60 | 706.59 774.88
3. Current Liabilities :
Working Capital Loan 9.00 9.00 9.00 9.00 9.00 9.00 9.00 9.00 9.00 9.00
Expenses Payable 3.25 3.42 3.60 3.78 3.97 4.16 4.21 4.26 4.32 4.38
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(Rs in lakh)
PROJECTED BALANCE SHEET
At the end
Particulars of impl. Year1l | Year2 | Year3 | Year4 | Year5 | Year6 | Year7 | Year8 | Year9 Year 10
Period
Total Current Liabilities (C) 12.25 12.42 12.60 12.78 12.97 13.16 13.21 13.26 13.32 13.38
4. Fixed Liabilities

Shareholders' Contribution 34.43 34.43 34.43 34.43 34.43 34.43 34.43 34.43 34.43 34.43 34.43
Grant from GoH 158.37 158.37 | 158.37 | 158.37 | 158.37 | 158.37 | 158.37 | 158.37 | 158.37 | 158.37 158.37
Reserves and Surplus 32.61 72.69 | 119.68 | 173.14 | 232.68 | 298.39 | 365.10 | 432.54 | 500.47 568.70
Total Fixed Liabilities (D) 192.80 225.40 | 265.49 | 312.48 | 365.94 | 425.47 | 491.19 | 557.90 | 625.33 | 693.27 761.50
Total Liabilities (C+D) 192.80 237.65 | 277.91 | 325.08 | 378.72 | 438.44 | 504.35 | 571.10 | 638.60 | 706.59 774.88
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6.9 Break-even analysis

The break-even (BE) estimates of the project indicate the level of activity at which the total revenues of the project equal the total costs. It
also portrays whether the revenue contribution is sufficient to meet the fixed costs. From this point, the project is expected to start generating
profits. As per the calculations, the CFC achieves break even in the first year itself as no major interest costs are being incurred. Hence, BE
estimates at level of activity relevant to the first year and subsequent years of activity are provided in the table below:

Table 24: Break Even Estimates

(Rs. In Lakh)
BREAKEVEN POINT AT VARIOUS C.U.
Particulars Yearl | Year2 | Year3 | Year4 | Year5 | Year6 | Year 7 | Year 8 | Year 9 Year 10

Capacity Utilization 75% 80% 85% 90% 95% 100% 100% 100% 100% 100%
A. Total Earning by way of user charges 115.83 | 123.55 | 131.27 | 139.00 | 146.72 | 154.44 | 154.44 | 154.44 | 154.44 154.44
B. Variable costs
Consumables 1.11 1.18 1.25 1.33 1.40 1.47 1.47 1.47 1.47 1.47
Utilities (Power- variable Charge) 11.47 12.23 13.00 13.76 14.53 15.29 15.29 15.29 15.29 15.29
Interest on WC Loan 0.99 0.99 0.99 0.99 0.99 0.99 0.99 0.99 0.99 0.99
Manpower (Direct) 13.61 14.52 15.43 16.34 17.24 18.15 18.15 18.15 18.15 18.15
Misc. Expenditure (90% variable) 0.41 0.43 0.46 0.49 0.51 0.54 0.54 0.54 0.54 0.54
Total Variable Cost (B) 31.21 33.23 | 35.24 | 37.26 | 39.27 | 41.29 | 41.29 | 41.29 | 41.29 41.29
C. Contribution (A-B) 84.62 | 90.32 | 96.03 | 101.74 | 107.45 | 113.15| 113.15 | 113.15 | 113.15 113.15
D. Fixed Overheads (Cash)
Manpower (Indirect) 6.47 6.47 6.47 6.47 6.47 6.47 6.47 6.47 6.47 6.47
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(Rs. In Lakh)
BREAKEVEN POINT AT VARIOUS C.U.
Particulars Year1l | Year2 | Year3 | Year4 | Year5 | Year6 | Year7 | Year 8 | Year 9 Year 10

Capacity Utilization 75% 80% 85% 90% 95% 100% 100% 100% 100% 100%
Rent 3.60 3.96 4.36 4.79 5.27 5.80 6.38 7.02 7.72 8.49
Insurance 0.92 0.92 0.92 0.92 0.92 0.92 0.92 0.92 0.92 0.92
Misc. Expenditure (10% fixed) 0.06 0.06 0.06 0.06 0.06 0.06 0.06 0.06 0.06 0.06
Sub-total (D) 13.78 14.14 14.53 14.97 15.45 15.98 16.56 17.19 17.89 18.67
E. Fixed Overheads (Non-cash)
Depreciation 27.94 | 23.70 | 20.15 17.13 14.57 12.39 10.54 8.96 7.62 6.48
Preliminary & Pre-operative expenses written 0.56 0.56 0.56 0.56 0.56 0.00 0.00 0.00 0.00 0.00
off
Sub-total (E) 28.50 | 24.26 | 20.71 17.69 15.13 12.39 10.54 8.96 7.62 6.48
F. Total Fixed Overheads (D+E) 42.28 | 38.40 | 35.24 | 32.66 | 30.58 | 28.36 | 27.09 26.15 | 25.51 25.15
Break even point (F/C) 49.96% | 42.51% | 36.70% | 32.11% | 28.46% | 25.07% | 23.94% | 23.11% | 22.55% 22.22%

Book break-even is achieved at 49.96 % (of operational capacity at 75 per cent) and at 42.51 % (of operational capacity at 80 percent). The
operation of the CFC is expected to break-even and realizes profit from 1st year of operations. Therefore, very low risk is involved in the
project.
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6.10 Feasibility analysis summary and sustainability indicators

A summary of the financial analysis in terms of key financial indicators such as Return on
Capital Employed (ROCE), Net Present Value (NPV), Break Even Point (BEP) and the Internal
Rate of Return (IRR) is presented in the table 25 below. The indicators validate the financial
viability and sustainability potential of the proposed project.

Table 25: Financial Analysis

FEASIBILITY
b Particulars Estimates
No.
1 BEP (cash BEP at initial operating capacity of 49 .96%
75%)
2 Av. ROCE (PAT/CE) 38.33%
3 Internal Rate of Return (IRR) 33.04%
Net Present Value (at a discount rate of 10 per | NPV is positive and high (Rs. 221.91
4 cent) - incorporating viability gap funding lacs) at a conservative project life of

(grant) by GoH 10 years

3.7 years with Grant-in-aid assistance

5 Payback period from GOH

Not Applicable (non-availment of term

sss6 | DSCR loan in this project)

The annual estimates in the context of ROCE are presented in the table 26 below:

Table 26: Calculation of Return on Capital Employed

RETURN ON CAPITAL EMPLOYED (ROCE)

Particulars Year Year Year Year Year Year Year Year Year Year AVERA
1 2 3 4 5 6 7 8 9 10 GE
Earning Before Interest | > 25 | 55 38 | 61.24 | 69.53 | 77.32 | 85.24 | 86.51 | 87.45 | 88.09 | 88.46 | 73.90
and Tax (EBIT)
Capital Employed (with | 192.8 | 192.8 | 192.8 | 192.8 | 192.8 | 192.8 | 192.8 | 192.8 [ 192.8 | 192.8 | ;o5 o9
grant) 0 0 0 0 0 0 0 0 0 0 )
ROCE = EBIT/Captial
Employed
22.19 [ 2717 | 4,, | 36.06 | 40.10 | 44.21 | 44.87 | 45.36 | 45.69 | 45.88

ROCE % % % % % % % % % | 38.33%

The average value of ROCE (with grant-in-aid) is 38.33%. This indicates high techno-
economic viability of the project should the government contribute a significant portion of
the project cost as grant. Capital employed considered includes the SPV contribution as well
as the grant component to the project.

The Net Present Value, estimated at a discount rate of 10%, is Rs. 239.84 Lakhs. As
reflected from the high values of NPV, it is positive at even 10%, the rate at which bank
offers debt capital facility and even at higher discount rates. Project IRR is high at over
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33.04 % (at a conservative project life of 10 years). This substantiates the viability of the

project.

6.11 Additional revenue sources

Additional sources of revenue shall also be explored by the SPV by offering procurement
and marketing services in future to more enterprises. The SPV members are strong
believers of the cluster concept and would like to explore the potential of undertaking
cluster initiatives to improve the backward and forward linkages of the cluster units.

However, in order to ensure conservativeness in income estimates, in the initial years, the
income earning possibilities of such revenues are not captured in this DPR.

6.12 Risk Analysis & Sensitivities

Risk in the project is relatively low in the context of the following:

Promoters are experienced: Risk in the project is quite low given the strength and
profile of the SPV members. They have considerable experience not only in the plastic

packaging industry but also in undertaking cluster developmental initiatives.

Facility is pre-marketed: Evidently, complete capacity of the core facility to be
established in terms of various facilities may be easily availed by members of the SPV
themselves, thus the facility would already have a captive market.
Sustainability indicators in terms of the strength of the SPV and the economics of
the project: Evidence of cooperative initiatives of SPV members as articulated in
previous chapters; in terms of pursuing several joint efforts, registering the SPV and
proceeding towards procurement of land, and securing commitment from members,
vis-a-vis progressively mobilizing necessary paid up capital, all reflect the strength of
the SPV.

High economic viability indicators upon considering the benefits of grant-in-aid under the
State Mini Cluster Development Scheme and EPP 2015 also serve as evidence of techno-
economic viability and sustainability of the project. A sensitivity analysis has been carried
out to ascertain the impact on the project, should there be any loss of revenue. This has
been calculated assuming drop in user charges. Major financial parameters are still
attractive. The important parameters related to the sensitivity analysis are presented in the
table 27 below:

Table 27: Sensitivity Analysis

SENSTIVITY ANALYSIS
Base With 10% With 15% With 5%
S. No. Particulars decline in decline in user decline in
case
user charge charge user charge
1 BEP (cash BEP at operating | ,q g0, 57.89% 62.77% 53.63%
capacity of 75%)
2 Internal Rate of Return (IRR) | 33.04% 27.45% 24.39% 30.29%
3 é;’éri?CE (PAT/CE) (with 38.33% 31.08% 27.28% 34.71%
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SENSTIVITY ANALYSIS

Base With 10% With 15% With 5%
S. No. Particulars decline in decline in user decline in
case
user charge charge user charge
Net Present Value (at a
4 | discountrate of 10 percent) | 539 g4 | 17407 140.71 206.95
- incorporating viability gap
funding (grant) GoH

Even assuming reduction in user charges, ROCE is favourable. From the above, it is evident
that the project is viable even under (unlikely) risky environment circumstances.

6.13 Assumptions for financial calculations:

The financial statements and project profitability estimates in this DPR are based on the
following assumptions:

1. The total project cost is pegged @ Rs. 192.80 Lakh based on estimates and quotations.

2. To finance the project, a total of Rs. 192.80 Lakhs is required. The financing will consist
of grant from Government of Haryana and contribution by SPV.

In the financial projections and analysis, year 2020-21 is the envisaged period of project
implementation also involving installation of plant, machinery and other equipment. This
period will commence from the date of final approval by the State Level Steering Committee
under State Mini Cluster Development Scheme. The financial projections thereafter are
prepared for 10 years of operation starting 2021.

4. The registered SPV will manage the CFC, and these services are to be used by the SPV to
member as well as non-member units. The common facility will benefit registered SPV as
well as non-member firms who (in some cases) may not afford to contribute to necessary
equity capital.

5. The CFC will operate for 26 days a month, that is, for 300 days a year on a nine-hour
single shift basis. Operation on single shift basis is assumed for purposes of projecting
income estimates.

6. Capacity utilization is assumed at 75% in the first year; 80% for second, 85% for third year
and 100% from 6" year onwards.

7. The workings with regard to expenses related to the project have been tabulated and
categorized in terms of those related to consumables, manpower, electricity, and
miscellaneous administrative expenditures.

8. Repairs and maintenance is provided @ 3% of plant and machinery cost at varying
capacity utilization.
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9. Insurance is provided @ 0.5% on fixed assets including building & civil works, machinery,
contingency as fixed cost at all capacity utilization.

10. Electricity connection will not be required as it is already present in the building.

11. Fixed charges per kW of electric connection shall be charged @ Rs. 175 and variable
charges @ Rs. 9 per unit consumed.

12. Income estimates have been projected most conservatively. The prescribed user
charges are competitive vis-a-vis charges for similar services in other regions.

13. Depreciation on fixed assets is calculated on Written Down Value (WDV) method for all
purposes.

14. Debtors’ collection period is taken at 1 months of calculation of Working Capital Limits.
15. Provision for income tax has been made @ 22% (excluding cess).

16. Profitability estimates in terms of ROCE, NPV, and IRR are computed considering
operating results for first 10 years of operation.
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7.1

Project Implementation and Monitoring

Envisaged Implementation Framework

. Time frame: Project implementation is envisaged to involve a timeframe of about 7

months upon receipt of final approval of grant-in-aid assistance from the
Government of Haryana under state mini cluster development scheme.

. User Base: The facilities may be used by SPV members and non-members. However,

the charges will vary. The SPV will also be open for new entrant’'s subject to them
subscribing to the shareholding of the SPV, and them being genuinely pro-active and
interested in cluster initiatives. The board of directors of the SPV can decide on same
or differential user charges for both members and non-members or based upon the
volume of the output.

. Project implementation schedule: The project implementation schedule envisaged

over a period of 7 months involves several activities. These are elaborated upon in
the table below:
Table 28: Project Implementation Schedule

Activity/Month 1 2 3 4 5 6 7

Contribution from SPV
members

Receipt of final sanction from
GoH

Lease deed agreement of
building in the name of SPV

Refurbishment of building

Formation of purchase
committee

Inviting E-tenders for purchase
of machines

Obtaining statutory clearances
and approvals

Purchase of machinery and
equipment

Installation and trial run of
machinery and equipment

Arrangement of working capital

Monitoring of the project by
Board of Directors

Monitoring of the project by
PMC

Commencement of operations
of the facility
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7.2

. Contractual agreements/MoU with member units: Agreements have been

indicatively finalized in terms of utilization of assets in respect of shareholders.

A total of 11 units are participating in the SPV and all these units have agreed to
contribute towards the capital contribution of the SPV. The utilization of the
common facility will be in line with the proposed shareholding pattern. The consent
letter wherein the member units agree for payments of 10% share of cost of CFC will
be submitted in due course of and as per final approval from Government of Haryana.

. Registration of the Private Limited Company: Company registration is indicative of

the management and decision-making structure of the SPV. All the members of SPV
have paid an advance and are members of the Registered Private Entity. Few other
units are also willing to be members of the SPV and once the CFC is approved and
sanctioned from government of Haryana, many more members will be interested to
subscribe to the shares of the SPV.

. Availability of Building& Status of Acquisitions: A building will be leased by the SPV

for the proposed CFC in the Gurugram district. A floor of a building of 1500 square
feet has already been identified by the SPV and a letter establishing the proof of
availability of the building has been acquired and attached in Annexure 4.

. Availability of Requisite Clearances: A building with all required clearances will be

leased by the SPV. Electricity is already available in the area and the building is
connected to the grid. The other required clearances (environment, labor etc.) shall
be obtained in due course.

. O & MPlan: The revenue stream for O&M is dependent on realization of user charges

from the SPV members and other users/MSMEs in the case of various facilities. As
detailed in the financial section, the cash incomes are sufficient to meet operating
expenditures, overheads as well as depreciation for sustainable replacement of
assets. The SPV will also have to keep a track of maintenance of assets through
collection of user charges from the members/ users.

Monitoring Mechanism

As mentioned in the implementation schedule, the following key activities shall be
conducted during establishment of the CFC:

Refurbishment of building

Purchase of machinery & commissioning
Trial production

Commercial production

The successful implementation of above activities will depend on the following aspects:

Implementation of above within the time frame.
Supervising and overseeing the implementation of the proposals and fine tuning and
advocating more measures if needed, depending on the building conditions.
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Project level monitoring indicators to evaluate the implementation of the CFC
proposal at recommended intervals.

Suitable purchase mechanisms for proposed plant & machinery.

Periodical reporting of the status of implementation and monitoring of the results of
key performance indicators, and

Constant evaluation of the measures implemented based on the data available from
project level monitoring, status reports and providing directions accordingly.

For implementing the CFC creation for Gurugram Auto Component Manufacturing Cluster,
a Project Management Committee (PMC) comprising the Joint Director, DIC, Gurugram and
representatives of SPV, and EY experts shall be constituted to directly oversee effective
monitoring and implementation.

The project will be implemented through SPV and PMC will report progress of
implementation to the State Level Steering Committee and DIC Gurugram.
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8. Conclusion

There is a high demand for automotive components, in both domestic and international
markets. Gurugram, as one of the leading automotive parts hubs of the country, is a leading
market for auto components manufacturing units from OEMs, supplying to some of the
leading players such as Maruti, Mahindra, KIA, LG & Samsung, etc.

The total project cost (including plant/machinery and building) is estimated to be INR
192.80 lakhs. The project shall be implemented by the “Devagya Tools Private Limited”
which has been constituted by the cluster firms. The SPV has proactively undertaken a
number of initiatives for capacity building and knowledge enhancement of the cluster. A
number of capacity building programs and exposure visits have been organised by the SPV
for the benefit for its members. The CFC will be set up with support from DIC and the state
government (Department of Industries) under a PPP mode. The building for the project has
already been identified by the SPV and shall be acquired on a lease basis upon in final
approval by State Government. The state industry department is envisaged to provide grant
for setting up of the CFC under the State Mini-Cluster Development Scheme, EPP 2015. The
support from State Mini Cluster Development Scheme of the State Government of Haryana
is envisaged for INR 158.37 lakh, and the SPV members will contribute INR 34.43 lakhs
towards the project cost. The working capital requirement for the project, if required, will
be provided by the preferred bank. The project is financially viable and is expected to
generate enough revenue to ensure its sustainability.
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9. Annexures

1. DSR Approval Letter from Department of MSME, Government of Haryana
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2. Certificate of Incorporation

¢b

Y AT

GOVEBRNMENT OF INDIL4
MINISTEY OF CORPFORATE AFFAIRS

Cenmral Regismanon Cenme

Certificate of Incorporation

[Pursuani to sub-section (2) of sectien 7 and sub-section (1) of section 8 of the Compamies Act, 2013 (18 of 2003) and
rule 15 of the Companies (Incorporation) Fules, 2014]

I hereby cartify that DEVAGY A TOOLS PRIVATE LIMITED is incorperated an this Seventh day of Movember Two
thousand toventy under the Compandes Act, 2013 (15 of 2013) and that the company is limited by shares.

The Corporate Idsntdry Mumber of the compamy is T29300HF2020BFTCOR0THS.

The Permanent Account Murnber (PAN) of the company is AATCD12380Q =
The Tax Deduction and Collaction Account Mumber (TAN) of the company is RTKDO09178E L

Given umder niy hand at Manesar this Nmth day of Movember Two thousand twenty

s i e 2
e

Dhigital Sipnature Certificate

PMI MOHAN

ASST. BEGISTRAR OF COMPANIES

For and on behalf of the Torisdictional Regisoar of Companies

Repmismar of Companies

Canral Begiswation Cenms

Dhisclaimer: This certificate only evidences incorporation of the compary on the basis of decuments and declarations

of the applicand(s). This certificate is neither a license nor permission to conduct busimess or selicit deposits or fonds

from public. Permission of sector regulator 15 necessary wherever required. Registration statns and other details of the
company can be verifisd on wwmca goein

Aailing Address as per record available m Regisivar of Companies office:

DEVAGYA TOOLS PRIVATE LIMITED _
PLOT NO. 154 PHASE-VI UDYOG VIHAR, NEAR KHANDSA ROAD ‘L)
SECTOR-37, Gurzaen, Gurgaon, Haryana, India 122001

* as isswed by the Incoms Tax Deparment
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2a Memorandum of Association (MoA)

[Pursusnt to Schedule | [see sections 4 and 5)to
the Companies Act, 2013] FORM NO. INC-33

SPICEIOA

[e-Memorandum of Association)

* Table spplicable to company as notified under schedule | of the companies Act, 2013 L3

Toble A- MEMORANDUM OF ASSOCIATION OF A COMPANY LIMITED BY SHARES

1. The Name of the Company s DEVAGTA TOOLS PRIVATE LIMITED

2.The Registered office of the compamy will be situated in the state of Haryana-HR

3.[a|The objects to b= purswed by the company on its incorporation are

1)

Ta furction as Special Purpose Vehicle (5PW) and to sal up Commen Facillies Cantre (CFC) and ather infrastructure activiies ta
re lools and eguipment for aulomobile, ight enginesarning Mhhuﬂdmm ard indusirylooncamead

holders following Sy puidel res: and rl:l.ﬁ:l:n'uh'hhﬂhdﬂ al Governmert of Haryana

Ta undertaies works! 5 of Governmen relating o growth and development of Autamobile Industry andior Light

ineering Industry and to camy out su&ﬂ'ld.l'n'hﬂ'dimrﬁmacﬁhﬁie: under mni dusier scheme of government of Haryana

Ta Aol as resourcs oentne Fu'l]'ludem:lnnpnmlﬂ'id strengthening neteork as Business Development Services related o

echnialagy, Market, Capacty Buildi support of growth and development of the Automebile Sector, L j s

industry undurhhci.lnurm'gguu:mm'ﬂnf aryana. K LS e

1] Ta armange lalest technology for upgrading all marufaciuring wnits o provide quality cedificale o its members.

/] Ta render assistance and encouragement as may be necessany to persans engaged in Marufaciuring of Automobiled gt
ineering Industry.

\] To undertaios and fo do irading, mmimdﬂwﬂwml@lmﬁummwmmin

Mﬁmhmﬁmﬂﬂu{mb:ﬂww

Al Ta fraining, mugm:ﬂmmhn&'dup Mhlnhmmhmmmﬂﬁ

[ariomahile and Lighl Engireserning Indusiry.

3.[b}Matters which are necessary for furtherance of the objects specified in clause 3[a) are

1.Ta purchase, exchange or ofheratse any mavable or mmovabls propedy and any nghts or privileges which the Company may deem

Inecessary or coreerient for the purpose of its main business.

[2. Tar erter inko parinership or inls amangament for sharing profits, union of interest, veriiure, reciprocal concession or oo-

mmﬂmwﬂmmﬁ?mmnwrﬁhmnm:mwhﬁ_:iuﬂdh:

3. Tar import, buy, sxchangs, aller, improve and manipuiate in all knds of planks, machinery, a.pg:uﬁ:.u.bdsardmng:nnzssu]-ur

mmhwﬂmm the main businesss of the

4. Tovest any or immavable property, r@uwmmruwndhymmmdubah-ngngmhﬂmrpmymwmm

company an behall of or for the benefit of the Compary and with or withcut any dedlared frust in favour of the Company.

ﬁTﬂ-le'd'l-H-E build, mrycu. ma.mdlu'ln'pmdumlm , work, conirol and superintend any plants, warshouse,

[sheds, offices, shops Egs nery, apparatus, labour lines, houses, warehousss, and such other works and

joomveniences. rma'y n.rrg.mgnnlre rru'lbl.ul'le::vnfﬂ'u

|6. T undertake or promobes soentfic ressanch relaling to the main b.mrm:rda::ufbd.mnasnfl'lel:h'npu'ry

7. Tar takecrver the whals or any part of the business, goodwill, rade-marks praperties and liabilies of any persan or persons, firm,

::l'l'pﬂ'iﬂtl’u‘ldeﬂﬂkl: s either exisSng or new, inar carmying on or ing ba camy on business his Company is authorised

lia carry on, possession of any propery o righls sui hhmdhmﬂmmh“mdﬂﬁmmhwh

[shares or partly in cash and parily in shares or otheraiss.

. Ta le and erfter infa I= and conlracts with Indian and m individuals, and such ather
AEalons for iachvucal, or Sy i sich asatancs for Caying 0ul 8 o ary The main bjocts of e Company o 1f 1 prpous of

ressarch and denvelopment of manufaduring projeds on the basis of know-how, or lechnical coliaboration and necessary fomulas
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BT T objecis of e Lo B
Eﬂuﬁwn:?ﬂ'ﬂmmm1&h%ﬂﬁﬁmdﬁmd#ﬁmﬂmwdﬁdﬁm
e similar io the ohjects of the Company in any manner whethes with or without the liquidation.

11]- Sl.tpdhryhﬂn'hmbu'gnhm 1o undertake or lake part in the formation, supsrvision or control of the business ar
aperalions. of any person, firm, body oorparate, association undertaking camying on the main business of the Comparny.

11. To apply for, ablain, purcharss or otherwise and prolong and renesw amy palents. palent-rights, brevels, imentions, processes, scisntific
schnical ar other assstance, manufacturing processes know-how and other information, patiems, copyrights, Srade-marks, lioenses
mesiors and the ke righls or benefits, conferring an exclusive or non-excusive or Bmited o unbmited nghl of us= thereof, which may
of being used for or in connection with the main objscts of the Company or the acquisiion or uss af which may seem
caiculatesd dirscily or indirecly 1o benefil the Company an payment of any fee noyalty or ofer consicderation and o use, exercise or develop
same urder or gran icenses in respect thensal or othense deal with =ame and io spend maney in experimenting upon lesling or
ng any such patents, invenions, right or concessions.
12 an:ph'h'nﬂd:umrlru'lh'uﬂ:ran_,rﬁnn'w charer, mﬂhﬁpmm in:me:ru.l'im‘sﬁ:'l-ufrry
£t El.zl.l.-l:rl:lu:f for enabling the o on of its main objeds inlo efed or for
dlmﬂmywiuruﬁnrgnﬂmu?ﬁm it uﬂuﬂumarﬁr:rhrynﬂ'u:.ﬂ'lpﬂ.rpme
e :ﬂa:ﬂhuppumwpmﬂ'g:wmﬁm:m“ymumuq:ndurtun:imhl:ddnﬁﬂrmlrﬁml}'hpmpdmﬂu
areesd af the
13. To enter imia ﬂmﬂﬁmﬁmmlmhﬂ“ﬁnwmmnmhmymmmh
ain objects of the Company or any of them and ta obtain from amy such Gavesrment, authority, persan or company any nighls, charers,
jooriracks, licenses and concessons which the Comparny may think desirable o ablain and 1o camy oul, exercese and comply beneaith.
14. Ta procure the Company o be regisiersd or recognised in or under the lews of any place outside India and to do all act necessany for
M}!mmlnwh@mhhmm:mmdhﬁ:mm
draww, maske, accspl, discount, sxecule and issue bills of exdhange, promis=ory notes bills of lading, warranis, debenhures and such
jother negatiable or iransierable instruments. of all types or Securities and 1o apen Bank Accounts of any type and (o aperale the same in
[ ordinary course af the Comparry.
16. To advance money either with or without Ssourity, and 1o Such persons and wpan swch terms and conditions as the Company may
jdeem fit and also fo deal with the money of the Company nal immedialely required.
17. To underiake and execule trusts, of which smem o the desiratie, either iloushy or otherwise.
1&TnﬂnﬁhprWwWhﬂﬂmpm$rmwh&E“mmﬁﬂmﬂmml}typnpmbn' righls
liabilities. of the Company.
E;iTn:dl.nmEn;u.mdu'ge.grlhm:srdud'uri;H:imm.rm. dewelop and dspose of undedakings, properies.
ssets and effects of the company ar any part thersal for such consideration as may be expedient and in particular for any shares, slocks,
jdebertunes ar ather securities. of any obher such company I'mrlgn'nm:l:pﬂ: ar in part similar to these of the
Eﬂ&t‘udhhﬁunm:fﬂmwmhﬂmﬁ 1o distribule among the |n:.|:me:rnﬂ':lwuumypmp:ﬂynfﬂ'u
[Company or ary procesds af sale or disposal of any property of the Comparry in the: esen of winding up.
[21. Tn:hubmmduﬂadabmvnmhmntwumnhmbmammm% mrg, from time o
=, destermmine ary money recefved by wary of premium on debentures issued a1 a premium by and ary money received in
ufl’u'fei'ledmnuuyui:hg[mhuhhyhhmdmmmmﬂtmdﬂmﬂidh
ies Act, 2013
!'-!' Tnarmhzymurmunueﬂgamﬂmmmmﬂumﬂhmpmmﬁm character and cimumstances of amy
sness conoems and undertakings and generally of any asssts propeties or ighls which the Company purpase i acquine.
[23. To creale resserve fund, si furd, er any ofher such special funds whether for improving, research,
e rgutr:wmlurungmynfﬂ'umpmpeﬁu:dﬂ'";Du'nmuhmdhﬂﬂpmmmmm|:f Ei:m';u'ry
4. Subjedt o the provisions of Secion 179 to 183 of Companies Acl, 2013, to subscribe confribube, gift or money. rights or assets for ay
al educational, religious, chantable, scentific, public, general or usual objects or io make gifis or such other szsess to any inslitulions,
h.maehs. asrcialions, rusts, mmgm: funds, universities, college or any individual, body of individuals o

comorale.
&Tnﬂﬂhﬂnmmm“uﬁﬂﬂmlﬂmdwmhﬂywmmﬂrﬁyuﬂu
: mition, provident ar grabuity funds for the berefit of and give of procure the giving of the gratuities pensions, allowances, boruses
m‘ldl.l'rml:-nf persons who ane o were ai tirre in the: emnployment or sendos of the company o campany which is a
. 'ryufhgymun:dhdbwmiﬁﬂhh{hmmnwhwmm“wﬂyuﬂmnumlﬂ
2 Directors or officers of the Company ar any cther company 2 aforessid and e wives, widows, lamiies and dependents of any such
ons and ako ko establish and subsidiss and subscribe 1o any insibutions, assosoafions, dub or funds calculaled o be far e benefil of
ﬂlmﬁmmﬂﬂrmhmﬂmbbmynﬂlpﬁmmﬁmﬂuﬂhdnmydhnﬂnﬂiﬂtﬂﬂmﬂutwn
unclion with any such ofher company as aforesaid.
n-::dzlﬁ-h.h'llrr-ul'ﬂ'un'uncbp:l:ul'ﬂ'n{::rrpanr.mwhmwlﬂwimwmmpﬂsmﬂmmn:-lh:l

? T-u- i:rra.n or red by or for servoes rendered to the and m parbodar 1o remunerale pErmon,
mmmrpnn:.rl mmmm?ﬂta:?nm nﬂwhlhwpﬂyﬂ”nﬁumﬂﬂwﬁmﬂ?ﬂu&m
ighis in respect of dividend or repayment of capital or ofheraises or by any securities which the company has posesr 1o isswe or by The gran
jal 15 or ar partly in ore mode and im another and penerally on such terms as the company may debermine.
E-B-.ﬂ:l?npmrml. the: funds of the company all costs, and expenses of and incidental to the: formation and registration af the
joomparty and ary compary promaled by the company and also all costs, changes, duties. imposiiions and expenses of and incidental to
[Ehe acquisitian by the company of any property or asssts

[28. To send out fo forsign countries, iils dinscior, mﬂnﬂﬂunuﬂﬁmumhimﬂ@ammﬁﬂimdnﬁnm
jor irade procuring and buying any machinery or establishing rade and business connections or for promoiing the intenests: of the: company
[and to pay &l expermes incurred in the connection.

30, To compensate for loss of affice of any Ihmgi&rmuﬁmwdmaﬁmsduhmm&mhim:m
nder the Companies Act ar such ofher statube ar Fenving the fonce of kw and to make payments o any person whose office of
or duties may be determined by wirtue of any transaction in which the Company is engaged.
1. Ty syress oy reefier o awhitration sy dispuide, present or fuiure batwesn the Company and any ofher comparry, firm, individual o any
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Subscriber Details

5. Mo
Mame, Address, Description and Occupstion DIN/P AN Pozsport | No. of shores D&C Dated
Mumber taken
T Dhiraj Kumar 5/o She Shanti Lal Bajaj, Ro. House No. 5-y1e0s015 1 0000 TEquity 511720
G, Mew Colony, Near State Bank of India,
Gimgaon- 122001, Harvana, Docupation- Business
Presfanenoe
2 Ashok Kumar Mehta 5/0 5h. Sunder Dass Mehta, R'o.™ [ s0a796 10000 |Equ 51120
Hiouse No. P-20, New Colony , Gurgaon- 122001, A _
Haryana, Docupation- Business .
Prefanenos | MEHTA LSS
.Dﬂﬂ.{)cquh?.
Total Shares taken
Signed before Me
DIN/PAN/Passport
. o : Murmbery
Mamie Address, Description snd Occupation Membership D5C Crmted
Number
FA VINET CHHABRA [ o, 156 Seciorn- 27, Gurgaon-1 10009, 501244 DS/
Hanyana. Description- Chartered
Iccountant, Docupation - Business
Check Farm
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2b Article of Association (AoA)

[Pursuant to Schedule I (see Sections 4 and 3) to + |
the Compames Act, 2013)] FORM NO. INC-34 SPICE + AOA
(e-Armicles of Associaton)
"Table |F | as notified under schedule | of the companies Act, 2013 is applicable to the company
DEVAGYA TOOLS PRIVATE LIMITED
A COMPANY LMITED BY SHARES
[Che [Che
chif |ck if
not  |alter| Articl .
appl :dH & No Description
icab
le
Interpreration
1) In I
I (in ﬁ"@?ﬁ?ﬂ%ﬂsmm;nesm 2013,

2] the seal’” means the commeon seal of the compary.
{2} Unibess the context otherwise reguires, words or expressions contained in these regulations shall bear the
sarme meaning as in the Act or any statutory modiication thereof in force at the date at which these regulations
become binding on the company.
{3) The Company is a Private Company within the meaning of Section 2(88) of the Companies Act, 2013 and
accordinghy:-

i} restricts the right to transfer its shares;

il limits the ry of its members o tao hundred:

Provide that whene two or more persons hold one or more shares in a company jomntly, they shall, for the
purposes of this dause, be treated as a single member:

Provided further that-

a) persons who are in the employment of the company; and
{fbgpersmshhn.havirgbeenf:mmyhmeen‘pbwrem:-fmempmy,wemmhemufﬂ'emny
while in the oyment and have contineed to be members after the employment ceased.

shall not be included in the number of memibers; and

{iii) Prohibits any invitation 1o the publie o subseribe for any securities of the comparny

Share capital and variarion of rights

[Sutject o MEtﬁEmsmsumeﬁ.ctaJﬂﬂ'Eeﬁnmeame shares in the capital of the company shall be under
the comtrol of the Directors who may issue, alot or otherwise dispose of the same or any of them to swch
persons, in such proportion and on swch ferms and conditions and either at @ premium or at par and at such
time as they may from time to time think fit

i1] Every person whose name 1S entered as a memoer in the register of members shall be enbitled to receive
within two menths afier incorporation, in case of subsonbers to the mermorandumn or after allobment or within
one month after the application fior the registration of transfer or transmission or within such cther period as the
condifions of issue shall be provided, -

{a) one certificate for all his shares without payment of any charges; or

&) several certificates, each for cne or more of his shares, upon payment of twenty nupees for each
cerfificate after the first.
(i) Every cerificate shall be under the seal and shall specify the shares to which it relates and the amaunt

p thereon.
iii) In respact of any share or shares held jointly by several persons. the company shall not be bound to issue
mare than one cerificate, and delivery of a cerificate for 3 share to one of several joint holders shall be
sufficient delivery to all such holdars

1] I any share cerfficane De woim oL, Gefaced, mdblated or tom of [F here be no Turher space on e back for

endorsement of transfer, then upon production and surender thereof o the company, a new cerSficate may be

is=swed in ew thereof, and if any cerificate is lost or destroyed then upon proof thereof to the satisfaction of the

-::nn'1:|a'| y and on execusion of such indemnity as the company deem adeguate, a new certificate in ey thereof
be given. Every certiicate under this Article shall be issued on payment of twenty nupess for each
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TN
{ii) The provisions of Articles (2] and (3] shall mutatis mutandis apply to debentures of the comparny.

Except a5 required by law, no persen shall be recogresed by the company as holdng any share upon any
trust, and the compary shall not be bound by, or be compelled in any to recognise (even when having
notice thereaf) any equitable, contingent, future or partial interest in amy share, or any imterest in any fractional
part of a share, or (except only as by these regulations or by law othersise provided) any other rights in
respect of any share except an absolute right to the entirety thereof in the registered holder.

(1) The company may exefcise the pOWers of paying COMMISSIons confemed by sub-section 18] of secton 40,
that the rate per cent or the amount of the commission paid or agreed fo be paid shall be disclosed in

the manner reguired by that section and nules made thereunder.

(i) The rate or armount of the comrmission shall not exceed the rate or amount prescribed in rules made under

sub-section (8] of section 40,

{iii) The commission may b2 satisfied by the payment of cash or the allstment of fully or partty paid shares or

partly in the one way and partly in the ather.

Eljﬁat time the share capial 15 divided Nt dMeren dasses of shares, the Ngnts aitaches 10 any oass
unless ise provided by the terms of issue of the shares of that class) may, subject to the provisions of
sechion 48, and whether or not the company is being wound up, be vanied with the consent in writing of the
holders of three-fourths of the issued shares of that dass, or with the sanction of 3 spedal resolution passed at
a separate meeting of the holders of the shares of that dass.

i) Ta such rmeating. the sions of these reguiations ing o rreedi shdl
Iitatis migancis 3pbly D So St he recesasry Quorien shall Do afleast avs peraans aKing at least

third of the isswed shares of the dass in guestion.

The nghts corfemad upen e hokders of the Shares of any class (55Ued With preferTed of ciner Nghts shal rok,
unless othenwise expressly provided by the tems of issue of the shares of that dass. be deemed to be varied
by the creation or issue of further shares ranking parni passu therewith.

[Subject o the provisons of seciion G5, any prelerence shares may, With e sancion of an ordinary rescluton,
be issued on IIEIuetE'rTrsmm they are to be redeemed on such terms and in such ranner as the compary
before the issue of the shares may, by special resolution, determine.

Liwr

i1] The |:=:|n1|:-a'rg.r snall have a first and paramount ben-
not being a fully pald share), for all monies (whether presently payable or not)

-:a]lad.l:-rpa;.'.ableat aﬁ)aeéhme im respect of that share; and

&) on all shares (not being fully paid shares) standing registered in the name of a single person, for all
monies presently payable by him or his estate o the company-
Provided that the Board of directors may at any time declare any share o be wholly or in part exempt from the
provisions of this clause.
(i) The compary?s lien, if any, on a share shall extend to all dividends payable and bonuses declared from
e o time in respact of such shares.

10

The company may sell, in such manner as the Board thinks fit. any shares on which the cormpany has a lien:
Prowided that no sale shall be rmade-

{a) unbess a sum in respect of which the lien exists is presently payable; or

{b) until the expiration of fourteen days after a nofice in writing stating and demanding payment of such
part of the armount in respect of which the lien exists as is presently paﬁblenghaﬁheengwenmm‘aregmd
holder for the time being of the share or the person entiled therato by reason of his death or insolvency.

11

(1] 1o ge effect to any such sale, the Board may authonse some persoen to ranster e shares sold 1o the
ser theneaf.

i) The purchaser shall be regisiered as the holder of the shares comprised in any such transfer.

{iii) The purchaser shall not be bound to s2e to the application of the purchase money, nor shall his titke io the

12

shares be affected by any imegularity or imvalidity in ﬂvemmedmﬁsn refarence to the sale.
(lehEptmeedsanEﬂemallheremwedhymemnmmy apelied i payrment of such part of the
amount imrespect of which the lien exisis as is presently payable.

(i) The residue, if any. shall, subject to a like lien for sums not presentty payable as existed upon the shares
before the sale, be paid o the person entiled 1o the shares at the date of the sale.

Calls on shares

13

JGMBMMM from time to me, make calls upen the members in respect of any monies unpaid on ther
res (whether on account of the nominal valuee of the shares or by way of premium] and not by the
condiions of alotrment thereof made payable at fixed times:

Provided that no call shall exceed one-fourth of the nominal value of the share or be payable at less than one
manth from the date fixed for the payment of the last precading call.

(i) Each member shall, subject to receiving at beast fourieen ?mﬁuespadfyin%_ﬂe'fﬁnﬁnrﬁnﬂﬁand
planedpa;wmntpaymﬂ'emrﬂanyat tirne or tirmes and place so specified, the armount called on his

illljﬁ.ﬂdlnﬂyb&m.’dmdu{puﬁlmr&dﬂlh&dlmﬂm of the Board.
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A
'.l.aspassedand may I:erequredt-:lbepal:l I:rg.rlnstajn'enm

LI ii'

O
O

The jont holders of 3 share shall be jointy and severaly liable to pay all calls in respect thereof.

1] ¥ a sum called in respect of a share i not paid before or on the day appoinied for paymment thereof, the
person from whom the sum is due shall pay interest thereon from I:hedag.rapp-::intadm payrrent thereof to the
time of actual payrment at ten per cent per annum or at such kower rate, if amy, as the Board may determine.
{ii) The Beard shall be at liberty to waive payment of any such interest wholly or in part.

11] Any sum which by the temmes of issue of a share becomes payable en allciment or at any fixed date. whether
on account of the nominal value of the share or by way of premium, shall, for the purposes of these
regulations, be deemed to be & call duly made and payable on the date on which by the terms of issue such
surn becomes payable.

{ii}) In zase of non-payrment of such sum, all the relevant provisions of these regulations as to payment of
interest and experses, forfeibure or otherwise shall apply as if such sum had become payable by virue of a call
duly made and notified.

The Board-

{a) may, if it thinks fit, recedve from any member willing o advance the same, all or any part of the mones
unzalled and unpaid upen any shares held by him; and

(b} upon all or any of the monies 5o advanced, may (until the same would, but for such advance, become
presently payable) pay interest at such rate mot exceeding. unless the company in general mesting shal
otherasise direct, twelve per cent per annurm, as may be agreed upon between the Board and the member
panying the sum in advance.

Transfer of shares

1] 1he INStrUmEnt of Transter of arty share m ihe companty shall be execated by of on benalt of botn the
transferor and transferse.

{ii) The transferor shall be deemed fo remain a holder of the share until the name of the fransferes is entered in
the register of members in respect fhereod.

The Board may, Subject 1o he nght o appeal confemed by 52chon Db Decine 2 regsier-
{a) the transfer of a share. not being a fully paid share, io @ person of whom they do not approve; or
(b} any transfer of shares on which the company has a lien.

21

The Board may decline to recogrise any instrurnent of fransfer unless-

{a the instrument of transfer is in the form as prescribed in rules made under sub-section (1) of section 58;
b) the instrument of transfer is accompanied by the carfificate of the shares to which it relates, and such other
emden-:eas.ﬂ‘eﬂuardrr:{r sonably require to show the right of the transferor to rmake the transfer; and
() the instrurnent of fransfer is in respect of only one dlass of shares.

i grving Not [e55 Than seven days @ previous NOTICE IN acCorcance with secion 91 and nles made thereunder,
the registration of tramsfers may be suspended at such times and for such periods as the Board may from tirme
to time determine:

Provided that such regisiration shall not be suspended for more than thirty days at any one time or for moee
than forty-five days in the aggregate in any year.

Transmission of shares

23

1) On the death of 2 mermber, the sUNAVor or sURVors where the member was a jont holder, and his nomines

or nominees of legal representatives where he was a sole holder, shall be the only persons recognised by the

Gompany &s having any title o his interes in the shares

{ii) hll:-ﬂ'urg.:n clause (i) shall release the estate of a deceasad joint holder from any liability in respect of any
njl:nni;.' held by hirn with other persons.

i person becoming eniiled 10 a Share In con ence of the deafh or in of a meriber u
mmmimpnrgmmdﬁnwﬁmﬁmﬁmwmmmirﬂwh mdsutﬁn:yas pen
hereinafter provided. elect, either-

(3] bz be registered himself as holder of the share; or

{b) to make such transfer of the share as the deceased or inschent member could have made.
#ljﬂeﬂnardshdl in gither case, have the same to decline or suspend registration as it would have had,
the deceased or nsolvent member had transfemed the share before his death or insobsency.

25

[ e g TEG! ET 2 share FiES TWET
or send to the company a nobce in wiiling signed by him stating that he so elects.
lemepersunafumsaidshalelmmtrmsfermemm'e.hemalhesﬁfyhiselect:ﬂ' by executing a transfer of
are
iii) All the lirmitafions, resinctions and Ium'.rlsms cof these regulations relating 1o the right to transfer and the
registration of transfers of shares shall be applicable 1o any such notice or transfer as aforesaid as if the death
or insoivency of the rmember had not occumed and the notice or transfer were a transfer signed by that
rmember.

Page 3 of 10

Page 99 of 128




Draft Detailed Project Report of Gurugram Auto Components Cluster

ﬂnﬂdmdﬂndﬁ ardnﬂmaﬁwﬂagub}nhlmhewhheenhﬂed if he wereﬂ‘-e reglstemd h:Hder-:lfﬂ'-e
share, except that he shall not, hefmebar-%;eglstemd as a memier in respect of the share, be enfitled in

respect of it bo exercise any right rrembership in relation to meetings of the company:

Provided that the Board may, rl;ghrne give notice requiring any such person to ekect either to be registered
hlmselfn::'mtmsferﬂ'esl'nare and if the notice is not complied with within ninety days, the Board may
thereafier withhold payment of all dividends, bonuses or other monies payable in respect of the share, until the
reguirements of the notice have been complied with.

Forfeiture of shares

|FFa rmember Tais o pay any call, or instalment of a call, cﬂﬂ'-ecd\i' appointed for payment thereot, the Board
rray, at any tme tl'nere-ﬂerd.]nrgmmunre as anypainﬂhe or instalment remains unpaid, serve a
notice on hirm requiring payment of so much of the call or instalment as is unpaid, together with any interest
which ray have accrued.

The notice atoresaid shall-

(&) narne a further day (not being earier than the expiny of fourteen days from the date of senice of the notice)
on or before which the payment required by the notice is to be made; and

(b} state that, in the event of nonpayment on or before the day so named, the shares in respect of which the
call was made shal be liable to be forfeited.

EET CE as are nok com any 1N TESp=CE of Which the
notice has besn given may, at any ime thereafter, before the payment required by the notice has been made,
be forfeited by a resolution of the Board to that effect.

g?ihk;ﬂﬁ-ﬁ‘_em share may be sold or othenwise disposed of on swuch terms and N such manner as the Boara

n

{ii) At arry Brme before a sale or disposal as aforesaid, the Board may cancal the forfeiture on such tenms as it
thinks fit

H

I} A person whose shares have been fometed shal cease to be a member in respect of the foreited shares,
but shall, notwithstanding the forfisiture, remain liable to pay to the mn'#:ly al monies which, at the date of
forfeiture, were presently payable by him to the company in respect of the shares.

{ii) The lability of such person shall cease if and when the company shall have recefved payment in full of all
such monies in respect of the shares.

1 A duly verfied declaraton in wiiting thal the Jeciarant 5 a direchor, the Manager of he Secretary, of the
company, and that a share in the company has been duly forfeied on a date stated in the dedarabon, shall be
cenclusive evidence of the facts therein stated as against all persons daiming to be entitied to the share:

{ii) The compary may receive the consideration, if any, given for the share on any sale or disposal thereof and
rdy exacute a fransfer of the share in favour of the person o whorn the share is sold or disposed of;

Eiii The transferee shal thereupon be registered as the holder of the share; and

iv) Thie transferes shall not be bound to see to the applcation of the purchase money, if any, nor shal his title
to the share be affected by any imegulanty or invaidity in the proceedings in reference to the forfeiture, sale or
disposal of the share.

The provisions of these reguiaions as 1o forenure shall apely i the case of nonpayment of SUT wihich, by
the berms of issue of a share, hawrmpayahhataﬁxedafm “mrerunmntnfﬁﬂn;ﬂnfmluajueufm
share or by way of premiurn, as if the same had been payable by virtue of a cal duly made and notified.

Alteration of capital

O
O

The company may, from ime to brme, by ordinary resclution mcrease the share capital by swch sum, to be
divided inmto shares of such amount, as may be specified in the resclution.

[Subject io The prowisicns of seciion B1, e company may, Oy ordnary resommor, -

E ;; corsolidate and divide all or any of its share capital into shares -Jflarﬁtanmtmanm existing shares;

b corvert all or any of its fully paid-up shares info stock, and stock nbo fully paid-up shares of
ry denomination;

ic}ﬂh—d'ﬂdersutsﬁng shares or any of them into shares of smaller amount than is fixed by the

Frermnaranum;

(d) cancel any shares which, at the date of the passing of the resolution, hawve not been taken or agreed o be

by amy person.

ViTIETE Shares are ]

{a) the holders of stock mytmsferﬂ'esamu’amrpmlhem}fmﬂ'esmmmnaaﬁ and subject to the
same regulations under which, the shares from which the stock arose might before the conversion have been
transfermed, or as near therelo as circumstances admit

Providied that the Board may, from time to time, fix the minimum amount of siock transferable, so, however,
that such minirmum shall not exceed the nominal armount of the shares from which the siock arose.

(b} the holders of stock shall, according bo the arnount of stock held by them, have the same rights, privileges
and advantages as regards dividends, voling at meetings of the company, and ofher matters, as if they held
Hmeshaxﬁfrmﬂnhlmmesmiarm'tmnﬂsum epeuraduamage(mmeptpammunmme
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sln-d': '.l.hmh '.l.m.ld nizt, rfensur'g in ShE.I'E haxle mnfaredﬁm prr-nlege or ad'.'anmge
() swch of the regulations of the company as are applicable to paid-up shares shall apply to stock and the
words “share” and “shareholder” in those regulations shall include "siock™ and “stock-holder” respectively.

ThE Company may, by spedd i, FEdUCE I any rmanner . and 54 , any NG
authorised and consent reguired by law.-

a) its share capital;

Ebg any capital redemption reserve account; or

() ary share premium account

Capitalisotion of profits

Eljl'l'h&l:::lmpmyn neral mesing may, upon the recomrmendation of the Hoand, resolve-

a) that it is desirable to capitakise any part of the amount for the time being standing to the credit of any of the
company s reserve accounts, of to the credit of the, profit and loss acoount, or otherwise available for
distribution; and

ib) that such surm be accordingly sef free for distribuion in the manner specified in clause (i) amongst the
rmembers who would have been entitied thereto, if distributed by way of dividend and in the same proporons.
{ii) The sum aforesaid shall not be paid in cash but shal be applied, subject to the provision contained in
clause (i), esther in or towards-

(&) paylng up any amounis for the time being unpaid on any shares held by such members respecively;

(B} paying up in ful, unisswed shares of the -:::rrpan;.‘t-:healatlad and distributed, credited as fully paid-up, to
amwmmunmw

(C) partly in the way specified in su se (A) and paﬂy in that specified in sub-clause (B

(C¥) & securities premiurm account and a capital redermption reserve account ray, for the purposes of this
regulation, be applied in the paying up of unissued shares to be isswed to members of the company as fully
pand borus shares;

{E) The Board shall give effect to the resolution passed by the company in pursuanca of this regulation.

(1] Whenever such a resclution as aforesald shall have been passed, the Board shall-

{a) make all appropriations and applications of the undivided profits resclved to be capitaised thereby, and all

al and issues of fully paid shares if any; and

E ; aJIg.rn:H:- allat:lsat:l things required o give effect thereto.

ii Board shall have power-

iajturna}'.esumprl:msm&byﬂmssmdﬁmﬂuu]ueﬁﬁnat&:rtgpa;mthnashwnﬂwmﬁeash

thinks fit, for the case of shares becoming distributable in fractions; and

(b} to authorise any person to enter, on behalf of all the members entiled therebo, into an agreement with the
¥ providing for the allotment to thern respectively, credited as fully paid-up, of any further shares to

which they rmay be ertiled upon such capitalisation, or as the case may reguire, for the payment by the

cormpany on their behalf, by the application thereto of their respective proporions of profits resohved to be

capitalised, of the amount or any part of the armounts remaining mpaidmlheir Et'rsuﬁgsha'esg

(iii} Any agreement made under such authority shall be effective and binding on such members.

Buy-bock of shares

[Ficbaithetanding anything contained in These articies but subject to e provisions of secions G5 to 70 and any

other applicable ision of the Act or amy other law for the time being in force, the company may purchase its
m%ummm

General meetings

O

O

41

All general meetings other than annual general meetng shall be called extracranary general mestng.

O

42

T My, wWhereyer 1L an iNary genera -
(u]tfatanym:irauturscapﬂﬂeufa-:#.n;marewﬁuentlnnmmmtnnaq.mmarermmnlnda
any direcior or any o members of the company may call an extraordinany general meeting in the same
rnannEf..asneaﬂyaﬁmﬁﬂbb.iﬁﬂﬁtinnhlﬁmﬁim&ﬁnunﬁyh&ﬁhdhyﬂwﬂa#

Proceedings ot general meetings

(1) Mix busimess shall be ransacted at any general mesting unless & gQuonem of members 15 present at the trme
when the mesting proceeds to business.

(i) Save as otherwise provided herein, the quorum for the general mestings shall be as provided in section
103,

The chairperson, T any, of the Board shal preside as Lhallperson at every general meetng of he comgary.
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T ere 15 no 50 , OF 15 MOT presen in i e appal 1

45  [the meeting. or is urwiling to act s chairperson of the meeting, the drectors present shall elect one of their

rmembers 1o be Chairperson of the mesting.

T at any meeting no cirector 15 waling 10 act a5 Lharperson or [ no Jirecion 15 present withm fheen minkes

43  |afer the time inted for hokding the meeting, the members present shall choose one of their members 1o be
Chairperson & mesting.

Adjournment of meeting

1] The Chairperson may, with the consert of any meeting @ Which @ Quorum IS present, and shall, 1 so
O|a directed by the mesting, adjourn the meeting from time to tme and from place to place.

{iij Mo business shall be transacted at any adoumed mesting other than the business left unfinished at the
rreeting from which the adjournment took place.

(i) When a meeting ks adjoumed for thirty days or more, notice of the adjoumed meeting shall b2 given as in
the case of an crignal meeting.

{iv] Save as aforesaid, and a5 provided in section 103 of the Act, it shall mot b2 necassary o give any notice of
an adjounmment or of the business to be ransacted at an adjmmedmaeu'rg

Voting rights

|Subject to any nights or resinchons for the Ome being abached 0o any class of Cas5e5 of Shares,-
O|a a) on a show of hands, every member present in person shall have one wote; and

by cim & pall, the woding rights of memibers shall be in proportion to his share in the paid-up equity share capital
of the comipary.

P MMEmDEr Midy EXETCise NS VOIE &l & Meehng Oy ERcaonic Means N @ceordanice vl secoon TOE and shal
'mtennh.r-:lnne.

i E, T PETS0N oF DY proxy,
hempladmme E:HﬂLrEPEﬂﬂfﬂTEUDTEEﬁ'ﬂ‘TEDﬂ'EF]ﬂIFﬂMdE{‘E

(i} Fms purpose, senionty shall be determined by the order in which the names siand in the register of
rmembers.

B Tember of LNSCUY ITend, of 1N TESpEGT Of Wi an Oroer Nas Desn Mage Dy any COWT NaWng Unsacs n |
51 |lumacy, ray vote, whether on a show of hands or on a poll, by his committes or other legal guardian, and any
such cormmitiee or guardian may. on a poll, vote by proxy.

Any business other than that upon which a poll has been demanded may be proceeded with, pending the
taking of the pall.

[ member shall be enuties 1o vote at any general mesang UNiess all cals of Giher SIS presently payaie oy
him in respect of shares in the company have been paid

(L 1o ral q any =3 Ty oF g
which the wote chjested o is given or tendered, and every vobe not disallowed at such maemg shall be valid
4 |for all purposes.

(i} Any such objection made in due time shall be referred to the Chairperson of the meeting, whose decision
shall be final and conchusive.

47

O
O
B

O
O

o|jo|o| d
o|jo|o| d
&

Praxy

‘The instrument ong a and the - or other a X under which It s signed
O|a -:h'am’mﬁmgmpmﬁramﬂﬁallﬂEHmamewmm {:uﬂparryn%t

E& Ies5ﬂ1ar148|‘mr5be‘fmeﬂ'reﬁmefﬂrhddingﬂ'ﬁnuﬁﬂgm;{iuumﬂdnﬂhgatwmmﬁ'epersnnmn'edin
the instrument proposes to wobe, o, in the case of a poll, not kess than 22 hours befiore the time appointed for
the taking of the poll, and in default the instrument of proxy shall not be treated as valid.

An Instrument appoinbng a proxy shall be in the form as prescnbed in the rules made under secion 108

Avmegwenmam:-rdamewﬂﬂmetem'snfanmumemdpmwshdlbevahd NoTwitstanding the
O|d previcus death or insanity of the principal or the revocation of the proxy or of the authonty under which the
57 |proxy was executed, or the iransfer of the shares in respect of which the prooy is givenProvided that no
Irtirnatican in writing of such death, insanity, revocation or transfer shall have been received by the company at
its office before the commencement of the meeting or adjouned meeting at which the proxy is wsed.

Board af Directors

The nUmEer of e JINeciors and the names of he TSt Irectors shall be Getermined In witng by the
O & subscribers of the memorandurn or a majornity of them

B8 |The following shall be first directors of the compary:

1. DHIRAJ ELIMAR,

2. ASHOK KUMAR MEHTA

Page & af 10
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117 The rermuneratan of the dIeciors Shal, 1N 50 far 35 1 ConSISts of a mcnihly payment, e geermed o acoue |
fror day-to-day_

i} In addition to the rermuneration b= fo them in ance of the Act, the direciors be paid al
gvellng h:rtelardutl‘ere:q:rmsegaprﬁupeﬂg.r rh::.lrredﬁ;su ey

(a) in attending and retuming from meetings of the Board of Directors or any commitiee thereof or general
rmeetings of the company; or

ib} in connection with the business of the cormpany.

O

Ihe Board may pay all expenses Incurred In geting ug and regisienng the comparny.

&1

The company EXErTSE the powers contemad on It by secton B8 with regard 1o the keeping of a fore
register; and the Board rmay (subject io the |:vru::1.-1'54'-:|n5 of that section) make and vary such regulations 35?:

rray thinks fit respecting the keepi m%nfany such
All chegues, promessory notes, d hundis, bills -enhmge and other negotiatle instruments, and all
recepts for monies paid to the company, shall be signed, drawmn, endorsed, or otherwise execuied,
as the case may be, by such person and in such manner as the shall from tirme bo fime by resolution
determine.

O
O

Every direcior present at any meeting of the Board or of a commities thereof shall sign his name in a book o
be kept fior that purpose.

O

1] Subject in the provisions of Secion 184, he Boand snall fave power i any e, and o Tme 1o me, 1o
appoint 3 person as an addtional director, provided the number of the directors and additional direciors
tc-fed'verst'allnmmmyumﬂneaﬂd'emmmwﬂrgmﬁxedfwhﬂnidhyﬂwamde&

i) Swch person shall hold office only up 1o the date of the next anmual general mesting of the company but
ﬂll be gligible for appointment by the company as a director at that meeting subject to the provisions of the

Proceedings of the Board

i1} The Board of Directors may meet for the conduct of busness, agjoum and othenwse regulate s mestings,
as it thinks fit.

(i) A director rray, and the manager or secretary on the requisition of a directer shall, at any time, surmmon a
rmeeting of the Board.

(1] Sawe a5 S8 SHpIESs in QUESTICNS ansing at any ng Board shall be
decided by a majority of woies.
(i} In case of an equality of vetes, the Chaiperson of the Beard, if any, shall have a second or casting vote.

Themnh