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1 December 2017 

 

Director  

Department of Industries & Commerce, 

Government of Haryana 

1st Floor, 30 Bays Building, 

Sector 17, Chandigarh 

 

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 (CFC) at Auto Components Cluster, 

Faridabad for your kind perusal. The deliverable has been prepared in accordance with our 

engagement agreement with Directorate of Industries, Govt. of Haryana dated 03 January 

2017, and our procedures were limited to those described in that agreement.  

This Detailed Project Report is based on studies of and discussions with: 

► Directorate of Industries, Govt. of Haryana 

► MSME-DI, Delhi 

► DIC, Faridabad 

► Members of the SPV 

► Auto component manufacturing units located in and around Faridabad 

► Representatives of industrial associations of Faridabad viz. HCCI (Faridabad 
chapter), FIMTIA, FIA, FCCI, FSIA. 

► Industry experts  

► Secondary research 

Our work has been limited in scope and time and we stress that procedures that are more 

detailed 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. The draft Detailed Project Report is 

intended solely for the information and use of the Office of Director Industries-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, 

Amar Shankar, Partner – Advisory Services 
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Disclaimer 

This Draft Detailed Project Report for development of Common Facility Centre (CFC) at auto 

components cluster, Faridabad has been prepared by Ernst & Young LLP (hereinafter 

referred to as ‘EY’ or ‘Ernst & Young’ or ‘Us’) and delivered to the ‘Office of Director of 

Industries & Commerce – Government of Haryana (O/o of DI-HR)’ (hereinafter referred to as 

‘the Client’).  

The inferences and analyses made by EY in this report is 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, 2017 
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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 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 leveraging funding under the State Mini Cluster 

Development Scheme providing grant under its EPP 2015. 

In this 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 a state-of-the art 

Common Facility Centre (CFC) in Auto Component cluster at Faridabad District, Haryana. 

About the Faridabad Auto Component Cluster 

Globally, Europe accounts for the  largest share of Indian auto components exports at 36% 

followed   by  North   America  &   Asia  at  25%, Africa  at 6%,  South  America at  4%,  Central 

America at 3%, New-Zealand &  Australia at 1%. A cost-effective manufacturing base keeps 

costs lower by 10-25% as compared to operations in Europe and Latin America. 

India is emerging as a global hub for auto components sourcing. Amongst the Original 

Equipment Manufacturer (OEM) customers, auto components products are used highest for 

passenger vehicles with market share of 46%, followed by 2-3 wheeler with a share of 25%, 

commercial vehicles across the spectrum from SCVs to HCVs consuming 20% while farm 

and construction equipment consume the remaining 11%. The Indian auto components 

industry is expected to register a turnover of US$ 100 billion by 2020. India’s export of auto 

components could account for as much as 26% of the market by 2021 & it become the third 

largest in the world by 2025. 

Haryana is one of the prominent manufacturing states of the country with focus on various 

industries including light engineering, textiles, automotive & auto components etc. With 50% 

of India’s passengers car production, 39% of India’s two wheelers production & 11% of India’s 

tractor production; automotive sector forms the core manufacturing in Haryana. Over the 

last decade, the automobile sector has grown at a phenomenal rate. 

The Faridabad cluster majorly consists of 15 industrial segments, ranging from 

manufacturing of soaps to cranes. A vast majority of units in Faridabad are from the three 

industrial segments: Automobile Parts (35%), Sheet Metal Components (14%) and 

Fabrication (11%) while remaining industry segments (textiles, chemicals, foundry etc.) 

contribute to 40 % of the units. The focus of this detailed project report is centered around 

auto components and related units, as they constitute 60% of the cluster units. 

There are about 14,000 total manufacturing units in Faridabad district, Haryana, most of 

them micro and small. The auto components cluster comprises of 4200 micro and small 

units, of which 12 units have joined 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 
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turnover of the cluster (micro and small units) is about INR 20000 crore. The cluster units 

are engaged in manufacturing of tractor/auto parts, railway components, steel fabrication 

etc. Most of the units are engaged in manufacture of tractor/auto components. About 60% 

of all the MSMEs in Faridabad fall under three broad industry segments — automobile parts 

(35%), sheet metal components (14%) and fabrication (11%). The other major industry 

segments include castings, chemicals & paints, electroplating, forging, heat treatment, 

industrial fasteners, plastic products, railway equipment, rubber products, and textiles. 

Diagnostic Study and Interventions  

A diagnostic study was undertaken in September 2017 to map the existing business 

processes in the cluster, identify the gaps, and understand the requirements of the cluster. 

The EY PMU team compiled the diagnostic study report (DSR) in close coordination with 

cluster members and the District Industries Centre, Faridabad. The awareness level of the 

cluster units (on new Auto Component technologies, heat treatment, electroplating 

technologies & cluster development initiatives, etc.) was found to be satisfactory. 

Additionally, it was observed that most of the units deploy  out-dated technologies and are 

unable to meet the requirements of the OEMs due to lack of availability of modern 

machines/equipment. The quality of products is ordinary due to dependence on manual 

techniques and conventional machines. These major pain areas necessitated an urgent 

intervention. In this context, the units decided to establish a CFC. 

The DSR was validated by Joint Director, DIC, Faridabad on 28th September 2017 & 

approved by the Director Industries & Commerce, Haryana on 21st November 2017. The 

DSR approval letter provided in the Annexure-1. The SPV was granted permission to go 

ahead with preparation of Detailed Project Report (DRP) for the cluster. The Draft DPR was 

validated by the DI & C on 25th November 2017 at Faridabad & subsequently approved for 

the consideration during next State Level Steering Committee. The Minutes of Meeting for 

DPR validation are attached as Annexure-2. 

Proposed Common Facility Centre 

The proposed CFC will have modern machining facilities for auto component units such as   

metal cutting centre, heat treatment centre, electroplating centre, pollution control device 

etc. 

Such a common facility will both supplement and complement the activities of firms in the 

cluster. The proposed common facilities will be utilized by the SPV members and will be 

available to non-members units within and outside the cluster. The facility will provide a 

much-needed infrastructure push to the cluster units and will enable them to become more 

competitive. 

Special Purpose Vehicle for Project Implementation  

After the diagnosis study, the cluster units came together to form a Special Purpose Vehicle 

(SPV) by the name of ‘Faridabad Auto Component Cluster.’ The SPV has been set up as a 

partnership firm registered under section 58 & 59 of the Indian Partnership Act. DIC, 

Faridabad has played an important role in SPV formation by cluster stakeholders. The SPV 
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already includes about 12 members who are subscribing to the necessary contribution of 

the firm. The proposed CFC will be implemented on public-private partnership basis through 

the SPV ‘Faridabad Auto Component Cluster’ by availing support from Government of 

Haryana (under EPP 2015). 

Project Parameters, Viability and Sustainability  

Faridabad Auto Component cluster with support from State Government (under the Mini 

Cluster Development Scheme) is planning to set up a CFC having state-of-the-art  laser 

cutting, heat treatment, & electroplating facilities to undertake testing work of cluster units 

with a total project cost of about Rs. 241.43 lakhs. However, the maximum eligible project 

cost as per the scheme guidelines is Rs 200 lakhs, with government of Haryana’s grant 

restricted to 90% of max eligible project cost i.e. to Rs 180 lakhs. Hence, the SPV members 

have proposed to contribute entire amount beyond Rs. 180 lakhs, taking their overall 

contribution to about 25.44% of the total project cost. The total contribution of SPV 

members will amount to Rs. 61.43 lakhs. Support from State Government is envisaged at  

Rs. 180.0 Lakhs. 

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

S. No. Particulars  
Total Project 

Cost  
Amount as per 

Guidelines  
Remarks  

1 Land  & Building       

  a. Land Value  0.00 

0.00 

Eligible  
(Max 25% of 
total of L&B, 

P&M, and 
Misc. F.A.) 

  b. Land Development 0.00 

  c. Building & Other Civil Works 0.00 

  d. Building Value 0.00 

  Sub Total (A) 0.00 0.00 

2 Plant & Machinery     

Eligible 

  a. Indigenous 162.44 

200.00  b. Imports 0.00 

  c. Secondary Machines  46.63 

  Sub Total (B) 209.07 200.00 

3 Miscellaneous fixed assets (C) 
1.75 0.00 

Not eligible 
for grant  

4 
Preliminary & Preoperative  

Expenses (D) 
14.87 0.00 

5 Contingency     

  a. Building @ 2% 0.00 0.00 

  b. Plant & Machinery @ 5% 10.45 0.00 

  Sub Total (E) 10.45 0.00 

6 Margin money for working capital     

  
 (Working capital required @ 75% 
C.U.) 5.29 

0.00 

  Sub Total (F) 5.29 0.00 

  Grand Total (A+B+C+D+E+F) 241.43 200.00   
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The total project cost is estimated to be Rs. 241.43 lakhs. As indicated above, assistance 

from the Govt. of Haryana is envisaged to the tune of Rs. 180 lakhs. SPV contribution is to 

the tune of Rs. 61.43 lakhs (over 25%) of the total project cost. The means of financing are 

presented below:  

 

S. No. Source of finance  

Project cost up to INR 
200.00 lakhs (max 

eligible as per scheme) 
Project cost over INR 

200.00 lakhs Total 
Amount (INR 

in lakhs) 

Percentage 
Contribution  

Amount 
(INR in 
lakhs) 

Percentage 
Contribution  

Amount 
(INR in 
lakhs) 

1 

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

90 180.00 0 0 180.00 

2 Contribution of SPV 10 20.00 100 41.43 61.43 

  Total 100 200.00 100 41.43 241.43 

 

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  

Sn. 
No. 

Particulars  Estimates 

1 BEP (cash BEP at initial operating capacity of 75%) 69.57% 

2 Av. ROCE (PAT/CE) 26.26% 

3 Internal Rate of Return (IRR) 20.86% 

4 
Net Present Value (at a discount rate of 10 per 
cent) - incorporating viability gap funding (grant) 
by GoH 

NPV is positive and high (Rs.  
127.04 lacs) at a conservative 
project life of 10 years 

5 Payback period 
5.54 years with Grant-in-aid 
assistance from GOH 

 

As evident from the financials above, with viability gap funding under Mini Cluster 

Development Scheme of GoH, the project is highly viable and sustainable. The project is 

expected to generate surplus from the sixth year of operation. Risk and sensitivity analysis 

considering a decline in user charge/ capacity utilization also validates the project 

sustainability. 

Project Implementation 

Project implementation will  be done within a  period of about 10 months upon receipt of 

approval of grant-in-aid assistance from the Government of Haryana under State Mini 
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Cluster Development Scheme. The project will be implemented by the SPV in close 

association with DIC, Faridabad. It is proposed to constitute a Cluster Development 

Coordination Committee (CDCC), constituted under the Chairmanship of Director of 

Industries, Government of Haryana to oversee all cluster development projects in Haryana 

under State Mini Cluster Development Scheme. The committee may operate under the 

overall monitoring of the State Level Steering Committee (SLSC). 

The cluster units will be at benefit in marketing and communication to OEMs when they have 

the capacity to directly supply hi-quality auto components in large quantities at reasonable 

prices. The automobile industry is set to grow at a tremendous pace in the coming years 

owing to higher disposable incomes and easy credit availability. There are several new car 

models launched and being launched by the manufacturers. They are setting up additional 

production facilities, and consequently would rely on the tractor components and auto 

components units of Faridabad to meet their demands locally instead of importing them, as 

it would not be cost effective. This gives opportunity to the cluster to increase its market 

size and share by manufacturing high quality products. 

 
The proposed facility will be open to all cluster firms to enable them to get job work done  

to cater to the Auto Component requirements of the market. The facility will also provide 

an opportunity to micro units to increase their capacity utilization and profitability. The 

facility will provide a major infrastructural 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 

 

As per industry estimates, there are about 15000 manufacturing units in Faridabad district, 

Haryana. The cluster comprises of more than 4200 micro and small Auto Component units. 

The annual turnover of the cluster (micro and small units) is about INR 25000 Crore. The 

cluster units are engaged in manufacturing of tractor/auto parts, railway components, steel 

fabrication, fasteners etc. Most of the units are engaged in manufacture of tractor/auto 

components. About 60% of all the MSMEs in Faridabad fall under three broad industry 

segments — automobile parts (35%), sheet metal components (14%) and fabrication (11%). 

12 MSME units have come together and are willing to form a Special Purpose Vehicle (SPV) 

for setting up a Common Facility Centre (CFC) to address common problems of the cluster 

under Mini cluster scheme. 

1.2 About the State & District 

Haryana is 11th state in the country in 

terms of GSDP, with growth rate of 

around 6.5%. Haryana contributes to 

nearly 3.4% of the India’s GDP. With just 

1.37% of the country’s geographical 

area and 1.97% of country’s total 

population, the state is ranked among 

the top few states with the highest per 

capita income.  The state economy is 

predominantly agriculture. 

The industry sector contributes about 

18% of the total GSDP of the state. 

Haryana is fast emerging as one of 

the most favoured investment 

destinations in India. The globalization of markets and a resilient economy have given an 

incredible drive to the industrial sector in Haryana, which already has a competitive 

advantage in terms of strategic location, basic infrastructure and large number of skilled, 

educated and young workforce. Besides, the State has an investor-friendly policy and 

regulatory environment. It is one of the leading states in terms of industrial production, 

especially passenger cars, mobile cranes, two-wheelers & tractors. It is the second largest 

contributor of food grains to India’s central pool, accounts for more than 60% of the export 

of basmati rice in the country, and is third largest exporter of software. 

Faridabad is the largest city in the district with a total population of 1,809,733 as per 2011 

census. The district has a population density of 2,442 per square kilometre. Faridabad 

district comprises approximately 7% of the State’s total population. It is one of the major 

industrial hubs of the state as well as North India. Large and renowned brands have their 

manufacturing facilities in the district. The district is well connected by road and railway 

with the National Highway No. 2 passing through the district. 

18.20%

30.60%
51.20%

GSDP Composition 2015-16

Primary Sector Secondary Sector Tertiary Sector

Figure 1 GSDP Composition 2015-16 of Haryana 
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1.3 Industrial Scenario of Faridabad District 

Faridabad is a leading industrial district of Haryana, a popular choice for setting up industry 

due to its proximity to Delhi and its location on the Delhi Mathura Road. Much before the 

creation of Gurugram as the poster boy for Industrial Development in Haryana, Faridabad 

was the favourite destination of Industries. Faridabad is famous for manufacturing of 

Tractors, Switchgears, Refrigerators, Shoes, Tyres, Readymade Garments, construction 

machineries, Auto Mobile Parts and Light Engineering Products. Although, in the recent 

times, it has fallen much behind the neighbouring towns of Noida and Gurgaon in attracting 

new investment in IT sector. It still occupies an important place in the list of manufacturing 

hubs. The modern phase of the city began under the Pakistani Refugee Resettlement 

Project, with foundations of industrial development being founded here by 1950. 

By the 1980s, real estate prices and labour costs began soaring in Okhla, and by the 1990s, 

production started moving to surrounding areas, including Faridabad. Faridabad’s proximity 

to Delhi, easy availability of raw materials, and lower land costs made it an attractive 

location for engineering units to migrate. In addition, there was an influx of labour into 

Faridabad due to lower cost of living. 

Presently, HUDA and HSIIDC have developed Industrial Estates/Areas in Faridabad– 

Ballabgarh Industrial Complex having around 3,000 Industrial plots in Sectors 4, 5, 6, 13, 

24, 25, 27A, B, C & D, 58, 59 spread all over the District. State Govt. agencies have also 

developed a separate zone for ‘Electroplating units’ in Sector 58 Faridabad. The 

Development work in IMT Faridabad is complete and allotment of plots is in process. 

1.4 Geographical Traits 

The district Faridabad came into existence on 15th August 1979 as the 12th district of the 

state. The new district was carved out from erstwhile Gurugram district. Faridabad is about 

25 Kilometres from Delhi in 28o 25' 16" North Latitude and 77o 18' 28" East Longitude. 

Union Territory of Delhi (National Capital) bound it on its north, Palwal District in the south, 

Gurgaon district on the west and State of Utter Pradesh on its east. The river Yamuna 

separate the district boundary on eastern side with UP State. Delhi-Agra National Highway 

No.2 passes through centre of District. There are three railway stations (viz. Faridabad Main, 

New Town and Ballabgarh) on the Delhi-Mathura triple track broad-gauge line of the Indian 

Railway.  

1.5 Demographic Trends and Economic Structure 

The district having an approximate area of 742.90 Sq. Km. accommodates a population of 

17, 98,954 (2011 Population census figures) i.e. 7.10% of the state population. Almost 80% 

population of the district is urbanized. The district has almost flat plains. The river Yamuna 

flows on its entire eastern boundary. The sex ratio in Faridabad according to 2011 

population census is 871 against 877 in the state while literacy rate is 83.0 against 76.64 

in the state. It is the most densely populated district in the state. 

There are about 14,000 micro & small and medium industries in Faridabad providing direct 

and indirect employment to nearly half a million people and ranks 9th largest industrial 

estate in Asia. The combined turnover is estimated to be about Rs. 1500 billion. Many 
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international/ multinational companies like JCB, Yamaha Motors, Whirlpool, Goodyear, 

Larsen & Toubro, Asia Brown Boveri, GKN Invel, Woodward Governor, and Castrol besides 

Escorts, Eicher, Cutler Hammer, Hyderabad Asbestos, and Nuchem are operating in this 

belt. 
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2. Sector Overview 
 

Faridabad is a major hub for mixed industrial engineering in Haryana with a prominent 

footprint of industrial giants such as Lafarge, JCB, Escorts, Tafe Tractors, L&T, M & M, 

Maruti Suzuki etc. The presence of these large units has led to the creation of a strong 

ancillary units base. The Faridabad cluster majorly constitutes of 15 industrial segments, 

ranging from manufacturing of soaps to cranes.  A vast majority of mixed engineering based 

units in Faridabad are from the three industrial segments: Automobile Parts (35%), Sheet 

Metal Components (14%) and Fabrication (11%) while remaining industry segments (textiles, 

chemicals, foundry etc.) contribute to 40 % of the units. The focus of this detailed project 

report is Auto Components and related units, as they constitute 60% of the cluster units. 

2.1 Global Scenario 

Globally, Europe accounts for the largest share of Indian auto components exports at 36% 

followed by North America & Asia at 25%, Africa at 6%, South America at 4%, Central 

America at 3%,   and New Zealand at 1%. Auto- Component sector as a whole can be 

classified into the following sub-sectors - engine parts, drive transmission & steering parts, 

body and chassis, suspension and braking parts, equipment, electrical parts and others such 

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 US$ 100 billion by 

2020 backed by strong exports ranging between US$ 80- US$ 100 billion by 2026, from 

the current US$ 11.2 billion.1 

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 billion in FY-2016. 

 

                                                        
1 ACMA annual report 2015-2016 

0

5

10

15

E
x
p
o
rt

s
  
in

 U
S

 b
il
li
o
n

Figure 2: Export of auto components 



Draft Detailed Project Report of Faridabad Auto Components Cluster 

 Page 21 of 141 
 

2.2 India Scenario 

 

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 billion in FY-2016.  

According to the Automotive Components Manufacturers Association of India (ACMA), the 

Indian auto components industry is expected to register a turnover of US$ 100 billion by 

2020 backed by strong exports ranging between US$ 80- US$ 100 billion by 2026, from 

the current US$ 11.2 billion.2 The Indian automobile market is estimated to become the 

third largest in the world by 2016 and will account for more than 5 per cent of the global 

vehicle sales.  

 

Over the last decade, the automotive 

components industry has scaled three 

times to reach US$ 39 billion in 2015-16 

while exports have grown even faster to 

US$ 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. 
 

Over the last decade, the automotive components industry has scaled three times to reach 

US$ 39 billion in 2015-16 while exports have grown even faster to US$ 10.8 billion. This 

has been driven by strong growth in the domestic market and global market integration 

(including exports) of several Indian suppliers.4The 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 

India's exports of auto components could account for as much as 26 per cent of the market 

by 2021.  

                                                        
2 ACMA annual report 2015-2016 
3 https://www.ibef.org/industry/autocomponents-india.aspx 
4 https://www.ibef.org/industry/autocomponents-india.aspx 

0.00

5.00

10.00

15.00

20.00

25.00

30.00

35.00

40.00

45.00

M
a
rk

e
t 

S
iz

e
 i
n

 (
U

S
D

 b
il
li
o
n

)

CAGR
4.95

Figure 3: Market size of auto components (in US 
billion) 



Draft Detailed Project Report of Faridabad Auto Components Cluster 

 Page 22 of 141 
 

India is the largest tractor manufacturer, second highest two-wheeler & bus manufactures, 

fifth heavy truck manufacturer, sixth largest car manufacturer & eighth largest commercial 

vehicle manufacturers in the world.5 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 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. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

2.3 Cluster Scenario 

Haryana is one of the prominent auto-component manufacturing hub in India with 50% of 

India’s passengers car production, 39% of India’s two wheelers production & 11% of India’s 

tractor production. Over the last decade, the automobile sector has grown at a phenomenal 

rate. Figure 6 provides details of the net value added, gross fixed capital formation, and 

employment by the automobiles & auto components sector in Haryana as well as the state 

contribution of the sector to national levels from 2011-12 to 2013-146: 

 

 

 

 

 

 

 

 

 

 

 

 

                                                        
5 https://www.ibef.org/industry/autocomponents-india.aspx 
6 Annual Survey of Industries 
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Haryana offers a strategic edge to the engineering industry in terms of market access, 

presence of major OEMs & industrial land to investors. Maruti Suzuki plants at Gurugram & 

Manesar, Honda Two wheeler Plant at Manesar & Hero MotoCorp’s 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 too 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.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Draft Detailed Project Report of Faridabad Auto Components Cluster 

 Page 24 of 141 
 

  

Diagnostic Study 
Findings 



Draft Detailed Project Report of Faridabad Auto Components Cluster 

 Page 25 of 141 
 

3. Diagnostic Study Findings 
 

The diagnostic study has undertaken in the cluster during September 2017 to map the 

existing business processes in the cluster, identify the gaps, and understand the 

requirements of the cluster. The diagnostic study report (DSR) was compiled by EY PMU 

with inputs from cluster SPV in close coordination with the DIC, Faridabad. Additionally, it 

was observed that most of the cluster units deploy obsolete technologies and are unable to 

meet the requirements of the market due to lack of availability of  modern 

machines/equipment. The finishing of products is ordinary due to dependence on manual 

techniques and conventional machines.  

The Director Industries & Commerce, Haryana approved the DSR on 21st November 2017. 

The approval of DSR and permission to undertake the Detailed Project Report (DPR) are 

provided in Annexure 1. The SPV was granted permission to go ahead with preparation of 

DPR for the cluster. The DPR has been validated by DI&C & approved for the next coming 

SLSC. The minutes of meeting provided in Annexure 2. The major findings of the DSR are 

presented below: 

3.1 Cluster Actors and their role 

The primary stakeholders in the cluster are the Auto Component units based in various parts 

of the Faridabad district. The other stakeholders include the major industry associations, 

government agencies, regulatory bodies, raw material suppliers, financial institutions and 

academic/training institutes. These cluster actors provide various services to the cluster 

units. Some of the major cluster actors are located outside the cluster and catering to the 

units of the region. The key stakeholders for Faridabad Auto Component cluster are: 

A. Government Bodies 

► District Industries Centre (DIC), Faridabad  

DIC is the most important government stakeholder for the cluster. The office of DIC 

comes under the Dept. of Industries and is headed by the Deputy 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 Mini Cluster 

Scheme under which the Auto Component units want to set up a CFC will also be 

implemented through the DIC office. The Faridabad DIC is actively promoting 

cluster development in the district and helps the local units register under Unique 

Aadhar Memorandum (UAM). It would play a key role in formulation of the Auto 

Component units SPV.  

► MSME-Development Institute (MSME-DI), 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 in the state.  

► Haryana Urban Development Authority (HUDA) 
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HUDA is the urban planning agency of the state of Haryana in India. It was 

established in 1937. It plays a key role in land development and execution of 

development works like roads, water supply, sewage, 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. 

Faridabad industry is served by the NSIC branch office in Faridabad. It provides 

diverse services to MSMEs in Faridabad such as:   

 Help entrepreneurs in purchasing machinery and equipment  

 Equipment leasing and working capital finance  

 Information on technological up gradation  

 Composite loan scheme and export assistance 

► Haryana State Pollution Control Board (HSPCB) 

HSPCB is a major stakeholder for the industries operating in the region from the 

environmental viewpoint. The main functions of the board are: (a) to make sure 

that the units comply with the environmental regulations; (b) to collect and 

disseminate information relating to pollution and the prevention, control or 

abatement thereof; (c) to encourage, conduct and participate in investigations and 

research relating to problems of pollution. The board also has to implement the 

regulations laid out by Central Pollution Control Board (CPCB). Faridabad Auto 

Component cluster shall be required to obtain clearances form HSPCB to start its 

CFC operations. 

B. Industry Associations 

► Haryana Chamber of Commerce & Industries, Faridabad Chapter (HCCI) 

HCCI is the apex industry association of the MSMEs of Haryana and has presence in 

all major industrial districts of Haryana.  HCCI raises and addresses the problems 

faced by industries in the state in a coordinated manner through its chapters. It also 

liaisons closely with the State and the Central Government to raise its concerns for 

development of industries in the state in a collective manner.  Haryana Chamber of 

Commerce and Industry Faridabad is the major industry association of the cluster. 

Having over 500 engineering units as members, the association addresses the issues 

related to the welfare and grievance redressal of their member industries.   

 

► Faridabad IMT Industries Association  (FIMTIA) 

FIMTIA was incorporated on 29 September 2014. It is classified as Guarantee and 

Association Company and is registered at Registrar of Companies, Delhi. FIMTIA 

addresses the problems faced by the industries in Faridabad and is a major industry 

association of the cluster. Having over 250 engineering units as members, the 

association addresses the issues related to the welfare and grievance redressal of 

their member industries.  Many of the SPV members are members of this association. 
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► Faridabad Industries Association (FIA) 

A group of enterprising industrialists established Faridabad Industries Association in 

1952. The Association plays key role in establishing connect between the industry 

and the Government. FIA has about 500 members and is one of the most effective 

and out spoken industry association in the Northern Region. Besides, helping the 

industry in terms of getting their views across to the Government and addressing 

individual company’s grievances, the Faridabad Industries Association is also 

involved in various corporate social responsibilities like environment, sports, 

cultural, rural education, blood donation camp etc. 

 

► Faridabad Chamber of Commerce and Industry (FCCI)  

FICCI is an organization with 18 years of history of serving the interests of industries 

located in Faridabad. The main objective of FICCI is to promote, develop and facilitate 

industries, trade and commerce and create a friendly environment, unanimity 

amongst its members. FCCI holds regular meetings with the members to discuss the 

common problems faced by the industry and find solutions to common problems.  

 

► Faridabad Small Industries Association (FSIA) 

FSIA is the largest association of MSMEs in Haryana, and has been representing 

problems of small industries and working towards their overall development. The 

association has MoUs with Small Industries Development Bank of India (SIDBI) and 

National Small Industries Corporation (NSIC) to provide various services to MSMEs. 

FSIA is also actively associate with various national bodies like CII, FICCI, etc. FSIA 

provides free services such as filing of income tax returns, preparation of balance 

sheet, sales tax consultation, allotment of PAN, TAN & TDS procedures, etc. to new 

entrepreneurs for the first 2 years. It also regularly organizes seminars for business 

development for its members such as vendor buyer meets, interaction with foreign 

business delegations, active participation in organizing exhibitions & trade fairs at a 

national and state level, etc.  

 

C. BDS Providers/ Banks / FIs 

► 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. 

► Haryana Financial Corporation (HFC) 

The Government of Haryana and the Industrial Development Bank of India (IDBI) 

promoted Haryana Financial Corporation, based in Chandigarh jointly. HFC has 

been approved by SEBI as a category-I merchant banker. The corporation’s 
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activities include merchant banking, trade finance, lease finance and term lending. 

The corporation has diversified its range of financial services to include no-fund-

based assistance in the form of guarantees, letter of credit and forex services. The 

DPR for the project shall be appraised by HFC/Public sector bank 

► Syndicate Bank, Faridabad 

Punjab National Bank is the lead bank of the Faridabad district and many local Auto 

Component units have a banking relationship with Punjab National Bank. SPV shall 

obtain the working capital loan from Punjab National Bank for operation of CFC 

under Mini cluster scheme.  

D. Educational Institutes 

► YMCA Institute of Engineering (YMCA IE), Faridabad: YMCA is a state 

university located in Faridabad, in the state of Haryana. It was established in 1969. 

National Assessment and Accreditation Council, an autonomous body funded by the 

UGC, has accredited the University with 'A Grade'. It is offering B.Tech courses in 

several Engineering fields such as Computer Engineering, Information 

Technology, Mechanical Engineering, Electrical Engineering, Electronics & 

Communication Engineering and Electronics Instrumentation & Control.   

 

► Institute of Indian Foundry men (IIF): IIF focuses on promoting education, research, 

training and development to Indian foundry men and to serve as a nodal point of 

reference between the customers and suppliers of the Indian foundry industry on a 

global scale. It helps in capacity building of entrepreneurs in the foundry sector in 

Faridabad. 

 

► Delhi Engineering College, Faridabad (DEC): DEC is offering teachings and 

instructions in engineering and applied sciences at a level that is comparable to 

the very best in the World. DEC is an ISO 9001:2008 certified college. DEC is offering 

B.Tech (4 year) Degree program (regular) in Mechanical Engineering, Electrical and 

Electronics Engineering & Civil Engineering affiliated to AICTE, DTE, and Ministry of 

HRD & Govt. of India. 

 

► 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. 

► Regional Labour Institute, (RLI) Faridabad: RLI focuses on Industrial Safety and 

organising training programs for the shop floor workforce. Other academic 

institutions like Manav Rachna International University (MRIU), also provide training 

to engineering students in the premises of the industrial unit for process re-

engineering along with FIA.  
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E. Leading Manufacturers 

Some of the leading vendors/auto component manufacturers in Faridabad include 

Sarna Engineering works, JS Industries, Reva Industries, and Paul Global Enterprises 

and so on.  

 

Major OEM: Maruti Suzuki plants at Gurugram & Manesar, Honda Two wheeler Plant 

at Manesar & Hero MotoCorp’s motorcycle Plant at Gurgaon/Dharuhera, Escorts, 

JCB & Tafe Tractors at Faridabad are the anchors, which have facilitated growth in 

the automobiles & auto components sector. 

 

Figure 7: Key Cluster Actors 

 

3.2 Cluster Turnover, Market and Employment 

The cumulative annual turnover of the auto components cluster is estimated to be around 

Rs. 20,000 crores. However, there is an enormous potential 

of increasing the production from cluster units by reducing the 

outsourcing of activities by units to private players. This would 

also result in enhanced turnover.  

The majority of engineering 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 Faridabad auto components industry is labour intensive. The cluster provides 

employment to about 3,00,000 persons for activities including manufacturing, fabrication, 

cutting, moulding, finishing, painting, etc. On average, micro units employ approximately 

15 people, and small units in the cluster employ approximately 50 people. The Faridabad 
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auto components industry employs a good number of women, with about 30% of the 

workforce comprising of women.  

However, there is an enormous potential to improve the quality of products and reduce the 

cost of production by employing efficient technology as common facility. This would also 

result in increased turnover. Currently, units are charged high prices for services such as 

forging, electroplating & laser cutting, which affect their competitiveness. The DSR focuses 

on identifying these issues and recommend around these. 

3.3 Production Process 

Although large varieties of products are manufactured by, each category of units, and the 

processes followed by these units broadly remains the same. Most of the vendors 

manufacture the components based upon drawings provided by their respective OEMs.  

The production process for each category of engineering product is mentioned below:  

► Tractor/auto part units 

The raw material is welded first in the welding section. If the material is having rust 

on its surface it goes for shot blasting where the air and small iron particles are 

forced on material to clean the surface. Based on requirements, processes such as 

milling, boring, radial drilling operations are done.  If required, the process such as 

welding is carried out. Depending on the type of parts to be manufactured, bench 

drilling and bush millings are done. Spare spots are developed over materials, which 

are wielded which are later removed by hand filling. Then it goes to blower painting 

booth for painting and is then dispatched. 

 

 

Figure 8: Production flow chart of auto/tractor components 

► Sheet fabrication units 

These units use metal sheets as raw materials (to produce different auto/ tractor/ 

crane components) which are bent into desired shapes according to the customer 

requirements. Production is carried out though a number of processes such as 
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shearing, bending, wielding, punching, pressing, grinding and painting. The below-

mentioned processes account for maximum energy consumption. 

 

 

Figure 9: Production flow chart of steel fabrication units 

► Foundry 

The foundry units in the cluster are manufacturing automotive castings. The major steps 

involved in the production process are detailed below:  

► Mould sand preparation: Fresh sand is 

mixed with bentonite and other 

additives and mixed in muller to 

make green sand. 

► Moulding: The mould sand is pressed 

by machines or manually on the 

pattern to make the mould. Then the 

upper and lower halves of mould are 

assembled together to prepare the 

complete mould.     

► Charging: The charged metallic such 

as pig iron, scrap, foundry returns 

and other alloys are weighted and 

charged in the furnace for melting.  

► Melting: The metal charge is melted 
in either a cupola or an induction 
furnace.     
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Figure 10: Production flow chart of Foundry 
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► Top Link Assembly: Process flow chart of top link assembly is mentioned below: 

 

Figure 11: Production flow chart of top link assembly 

 

3.4 Value Chain Analysis 

Value chain analysis of the most commonly produced cluster product has been conducted 

to ascertain the major cost areas and identify suitable interventions. The value chain 

analysis is provided in table 1: 

Table 1: Value Chain Analysis of top link assembly 

Particulars 
Value 
Added 

Total 
Value 
(Rs.)  

% of cost of 
production 

Raw Material Cost (Link Assembly 

RH, Ball LH, Ball RH, Sleeve, Handle, 

Nut, Retainer, Assembly) 
432 432 61.6 

Processing 81 513 11.6 

Manpower 41 554 5.8 

Electricity 30 584 4.3 

Inventory carrying cost 16 600 2.3 

Heat Treatment 52 652 7.4 

Electroplating 42 694 6.0 
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Rejection & other Overhead 7 701 1.0 

Total Production Cost 701     

Profit Margin (5.2%) 37     

Selling Price 738     

 

The value chain analysis has been prepared based on the stakeholder consultations. It can 

be observed from the table above that raw materials amount to 61.6% of total selling price. 

Post the creation of the CFC, there will be reduction in raw material consumption and a 

subsequent reduction of cost of production. As the products are manufactured through old 

machinery, about 11.6% of cost of production is attributed to processing cost. The 

electricity cost is around 4.3% of the selling price. Heat treatment & electroplating is 13.4% 

of the selling cost, which can be reduced after implementation of the CFC. The overheads & 

rejection cost is 1.0% of the total selling price. The competitiveness of the cluster units can 

be increased by targeting these major cost areas and providing better facilities to the units. 
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3.5 Strengths, Weaknesses, Opportunities and Threats (SWOT) Analysis 

A SWOT (Strengths, Weaknesses, Opportunities and Threats) analysis of the auto component 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:  

Table 2: SWOT analysis of the cluster 

Area 
Current situation Future 

Strengths Weaknesses Opportunities Threats 

Market ► Auto components 
industry has established 
tie-ups with OEMs for 
orders 

► Cluster located within 
Faridabad Industrial 
area, which is well 
connected. 

► Cluster located in the 
proximity of Delhi, 
which is a major supply 
hub. 

► Presence of a large   
number of Anchor units 
in the region. Like JCB, 
JBM, Escorts, Tafe 
Tractors, Maruti Suzuki, 
etc. 

► Presence of other 
large players to 

whom bulk orders 
are made. 

► Due to lack of 
Economies of Scale, 
they are unable to 
compete in global 
markets. 

► Lack of technology up 
gradation keeps them 
away from markets. 

 

► As the major 
Automakers are 
converging to India, it 
has the potential to 
become Global 
manufacturing hub for 
Auto Components. 

► Adhere to quality 
standards by taking 
assistance from Govt. 
schemes. 
 

► Intense competition from 
global market. 

► Over dependence on a few 
OEMs 

► Increasing FTA (Free 
Trade Agreement) that 
are being signed by India 
with ASEAN countries 
may hurt them as they 
become more competitive 
in pricing 

Technology
/Product 
Quality 

► Availability of Skilled 
labour and qualified 
engineers is at par with 
developed world.  

► Low degree of 
mechanisation 

► Absence of laser cutting 
facilities 

► Increased level of 
mechanisation  

► Setting up laser cutting 
machine under CFC 
mode.  

► Increase in cost of 
production  

► Increase in awareness of 
people on quality 
certifications shall lead 
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Area 
Current situation Future 

Strengths Weaknesses Opportunities Threats 

► Presently the labour cost 
is competitive vis-a-vis 
international markets. 

► Absence of modern heat 
treatment & 
electroplating facilities 

► Poor resource efficiency 
/ higher energy 
consumption 

► Absence of hammering 
facility cluster for heavy 
engineering products 

► High cost of die making 
prohibiting 
manufacturers from 
moving to other 
products quickly. 

 

► Setting up heat 
treatment & 
electroplating centre 
under CFC mode.  

► Increased the resource 
efficiency & energy 
consumption.  

► Setting up the forging 
hammer facility.  

► Enhance the quality of 
final product.  

 

to losing out to business 
/ requirement for more 
stringent testing 
procedures. 

► Competition from 
vendors manufacturing 
products at lower costs 
with laser cutting, heat 
treatment & 
electroplating facilities 

► Faster technology 
obsolescence. 

Skill/Manpo
wer 

► Availability of Skilled 
labour and qualified 
engineers is at par with 
developed world. 

► Presently the labour cost 
is competitive vis-a-vis 
international markets. 

► Lack of coordination 
between MSMEs and 
technical institutes for 
providing technical 
training. 

► Absence of regular 
updating of curriculum as 
per needs of industry. 

► Customized training 
programs on required 
skills (operations, soft 
skills etc.)  

► Engagement with 
Technical Institutes for 
skill development 
programs 

 

► Youth interested to work 
in other lucrative sectors 
resulting in shortage of 
skilled labour especially 
sincere one. 
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Area 
Current situation Future 

Strengths Weaknesses Opportunities Threats 

Inputs ► Availability of raw 
materials from local 
dealers. 

► Buyers sometimes specify 
dealers from whom they 
want materials 

► No web portal displaying 
prices and sources of raw 
materials. 

► Higher cost for capital and 
working capital as 
compared with competing 
countries 

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

► Potential to have a 
common platform for 
bulk purchase of raw 
material. Thus 
negotiating on the raw 
material cost. 

► Also, rework on the 
interest rate for finance. 

► Also, rework on the 
interest rate for finance. 

Business 
Environme
nt 

► Steady growth in 
domestic demand.  

► Cluster well known as 
Auto Component Hub 
across North India.  

► Conducive policy and 
regulatory initiatives.  

► Active State Govt. and 
schemes for 
development of the 
sector.  

► Proactive industries 
associations in 
Faridabad. 

► Low awareness about 
government schemes 
among MSMEs.  

► Higher cost of industrial 
land in the cluster.  

► Lack of common 
infrastructure/CFC 
facilities.  

► No long-term vision of 
MSMEs.  

► Create awareness of 
government schemes and 
regulations.  

► Create CFCs for Raw 
Material (raw material 
banks) and final product 
testing and large unit for 
processing of common 
process that ensures 
economies of scale. 

► Change in policies like 
zoning plans etc.  

► Prohibitive land costs may 
stall expansion resulting 
lack of Economies of Scale  

► Stringent adherence to 
Environmental policies 
may affect the MSMEs 

Energy/ 
Environme
nt 

► Increased focus on 
environment due to 
requirement from 
buyers. 

► Lack of knowledge of 
energy efficiency 
resulting in higher energy 
consumption.  

► Regular checks on 
maintaining energy 
efficiency. 

► Soaring power tariff  
► Increased focus on 

environment standards  
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Area 
Current situation Future 

Strengths Weaknesses Opportunities Threats 

► Absence of pro-
environment 
electroplating facilities.  

► Usage of conventional 
machines leading to 
excess energy 
consumption 

► Establish CFC with latest 
technologies for Auto 
Components at 
Faridabad. 

► Stricter regulations 
leading to closure of units 
undertaking hazardous 
electroplating 
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3.6 Major Issues / Problem Areas of the Cluster 

The key cluster related problems identified are below: 

► Absence of Laser Cutting machine: Metal cutting is an important part of the 

manufacturing process for a majority of auto components. At present, the cluster 

units are using profile projection for metal cutting, which is unable to cut the sheet 

metal according to the proper dimension. This leads to material wastage & the cost 

of the production is increased. In addition, some of the units are cutting the sheet 

metal with help of sharing machine, which is time-consuming process & results in 

delays in production. The capacity of the units to sheet metal up to 12mm only. 

Therefore, by establishment laser cutting machine units are able to cut the metal up 

to 32 mm. The laser-cutting machine can help to reduce the wastages & increase 

production capacity of the units. 

► Absence of Heat Treatment facilities: Heat treatment is an essential element of 

producing a quality auto component. Heat Treatment of components is carried out 

to enhance the strength/ mechanical properties of the material like tensile strength, 

hardeness, impact strength, torque strength, fatigue strength etc. These properties 

provide strength, hardness, ductility, toughness, and wear resistance to the product. 

Heat Treatment is required for improving the mechanical properties of the steel such 

as tensile and yield strength. The facilities for heat treatment are to be outsourced 

by the cluster units. At present, the cluster units are depending on private player for 

heat treatment, which is time-consuming process, & private player charges high 

prices.  

 

► Absence of Electroplating Facilities: Coating and plating is among the most 

essential production process of tractor parts, auto parts, sheet metal parts & 

fastener. Electroplating is essential for every type and size of tractor parts, auto 

parts, sheet metal parts & fastener. For resistance to corrosion and improving 

appearance, various protective coatings are required on the tractor parts, auto 

parts, sheet metal & fasteners. Coatings also impart special property to the tractor 

parts, auto parts & fastener in order to control the amount of torque, which is 

required to tighten a threaded tractor parts, auto parts & fastener. At present, the 

cluster units are depending on private player for electroplating facilities. The 

following facilities will set up under the cluster banner: 

 

o 3 Barrel 
o Drying Machine 

 
Due to inexistence of these facilities, the units face frequent production delays, cost 

inefficiencies, rejections, material wastages and loss in market shares. These 

facilities if provided through CFC in the cluster with government support will help 

units become competitive and move up the value chain. 
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3.7 Key technologies missing 

The technological gaps on various fronts that the CFC proposes to target, along with scope 

and illustration of major facilities is provided in table 4. 

Table 3: Rationale for hard interventions 

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 

Metal  Cutting Centre 

At present, the cluster units are using 

profile projection for metal cutting. The 

profile projection is unable to cut the metal 

according to the proper dimension, which 

leads to material wastage & the cost of the 

production is increased. Additionally the 

units have the capacity to cut upto 12 mm 

metal sheet. Most of the units are also 

using shearing machine for metal cutting. 

The lack of a laser-cutting machine also 

results in production delays and material 

wastage. 

Laser cutting machine can be used at CFC to 

cut through electrically conductive materials 

by means of an accelerated jet of hot plasma. 

The laser-cutting machine cut the metal sheet 

in proper shape.  This machine has the 

capacity to cut metal sheet up to 32 mm. This 

improves the quality significantly. In addition, 

the machine  is also useful to cut heavy fork, 

hydraulic stand for JCB machines.  It also 

helps to reduce the wastages of material. This 

facility will be used at  the CFC on commercial 

basis. 

Heat Treatment Centre 

Heat treatment is an essential element of 

producing quality auto components. The 

facilities for heat treatment are not up to 

the mark in the cluster as micro level units 

using old conventional technologies 

perform these. The cluster has an obsolete 

facility using manual processes for heat 

treatment. There is a lot of waiting time 

and the desires quantity and quality is not 

achieved. Due to obsolete heat treatment 

facilities, the products often are rejected 

at the buyer end. At present, the cluster 

units depend  on private player for heat 

treatment that is time-consuming process 

& private player charges high prices. 

In heat treatment, the whole process takes 

place in near vacuum and quenching is done 

by high pressure gases injected from all 

sides, thus avoiding differential quenching 

and subsequent distortion. Since the 

component treated by this process has no 

scale formation and minimal distortion, they 

can be used immediately. The facility will 

assist in economic and efficient Heat 

Treatment of products, especially for auto 

components. Also  along with the heat 

treatment facility,  hardening, tempering & 

case hardening machines will be set up. By 

establishing this facility under the banner of 

CFC, units can  save  time & increase the 

production capacity of the cluster units. This 

facility will run on commercial basis. 
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Electroplating Centre 

Coating and plating is among the most 

essential production part of tractor parts, 

auto parts, sheet metal parts & fastener. 

Electroplating is essential for every type 

and size of tractor parts, auto parts, and 

sheet metal parts. For resistance to 

corrosion and improving appearance 

various protective coatings are required  

on the auto products. Coatings also impart 

special property to the tractor parts, auto 

partsin order to control the amount of 

torque, which is required to tighten a 

threaded tractor parts, auto parts & 

fastener. At present, the cluster units are 

dependent on private player for 

electroplating facilities, which is time 

consuming & cost intensive . 

Coating will  impart special property to the 

tractor parts, auto parts & fastener   to 

control the amount of torque, which is 

required to tighten a threaded tractor parts, 

auto parts & fastener. The following facilities 

will set up under the cluster banner: 

► 3 barrel 

► Drying Machine 

► ETP 

At present, the cluster units are dependent 

on private player for electroplating facilities. 

By providing this facility the cluster units, will 

be able to enhance their production capacity.  

 

3.8 Cluster growth potential 

Haryana is a leading auto-components manufacturing state in India and the auto 

components cluster in Faridabad is a strategic one given is its proximity to New Delhi and 

presence in the NCR. The NCR region has one of the largest concentration of automobile 

manufacturers, besides Pune and Chennai. Most of the output of the cluster is for the auto 

components industry thus proximity to the OEMs is an advantage. Many of the tier-1 

suppliers are also based nearby and buy in bulk from the cluster units.  

 

The cluster units will be at benefit in marketing and communication to OEMs when they have 

the capacity to directly supply hi-quality auto components in large quantities at reasonable 

prices. The automobile industry is set to grow at a tremendous pace in the coming years 

owing to higher disposable income and easy credit availability. There are several new car 

models being launched and = by the manufacturers and this would require  setting up of 

additional production facilities. They would also  rely on the tractor components and auto 

components units of Faridabad to meet their demands locally instead of importing them.. 

This gives opportunity for the Cluster to increase its market size and share. 

 

The Faridabad Auto Components cluster has an amazing potential to grow and supply good 

quality products at right price and in right time to OEMs, if provided with a state-of-the art 

centre of excellence having modern laser cutting, heat treatment, electroplating facilities 

under the banner of Common Facility Centre. 
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4. Diagnostic Study Recommendations 
 

Based upon the DSR and subsequent discussions with various cluster stakeholders and 

members of Faridabad Auto Component cluster during formulation of this Detailed Project 

Report (DPR), a CFC comprising of hard interventions is being proposed to enhance the 

competitiveness of the cluster units. These have to be undertaken with government support 

to ensure the survival and growth of the Auto Component units in Faridabad. The 

recommendations for both soft and hard interventions have been elaborated in subsequent 

sections.  

4.1 Soft Interventions Recommended and Action Taken 

The cluster stakeholders have a history of undertaking joint initiatives some of the major 

soft interventions conducted by the cluster units autonomously are mentioned below:  

1. Capacity Building and Awareness Generation: One of the primary 

recommendations for soft interventions was to 

build the capacities of cluster units and 

generate awareness among stakeholders 

regarding cluster development (collective 

approach to address their issues) and benefits 

available to them in the form of cluster. In this 

regard, the cluster units had organized a series 

of workshops, the details of which are provided 

below:  

 

► Member Meetings: Cooperation and trust building among members is foremost 

condition for smooth functioning of the 

cluster and SPV. A meeting was 

organized by cluster members during the 

month of August 2017 in Faridabad to 

enhance cooperation among member 

units and to obtain inputs for the DPR. 

Members of the cluster were informed 

about the registration of partnership firm 

for the cluster and identification of land 

for the CFC. Members of the cluster raised their concerns during the meeting 

that were resolved by other members of the cluster.  

 

► Awareness program on Infrastructure Scheme: An awareness program on 

infrastructure schemes was organised by the Faridabad Industries Association 

with association of All India Industry Association Chamber of Faridabad in the 

month of July 2017. Members of the auto components attended the programme 

and were made aware of the various government infrastructure scheme & raised 
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their concerns during the program, which were resolved by other members of 

the cluster.  

 

 

► Awareness program on GST: An awareness 

program on GST was organised by Faridabad 

IMT Industries Association in the month of 

July 2017. The member of Faridabad auto 

components cluster also attended the 

workshop. During the programme, the 

members of the cluster raised their points 

which were resolved by the presenter. 

 

► Awareness programme on ZED (Zero Effect 

Zero Defect): FIA organised an event on 

September 2017 in Panchkula with the help of 

QCI, New Delhi on Zero Defect, Zero Effect in 

which 42 members too part and shared their 

views with the faculty of Government of India. 

The members of Faridabad auto components 

cluster also attended the awareness on ZED. 

 

4.2 Hard Interventions (Machines / Technology in the proposed CFC) 

The auto components units in Faridabad need technological support to enhance their 

competitiveness. The units are reeling under stiff  competition and low margins, and require 

modern high capacity automatic machines, other related equipment to get their job work 

done and reduce their production costs. The following common infrastructural facilities are 

being proposed for the CFC, with support from the state industry department. 

 
► Plasma Laser Cutting Machine (32mm) Plasma 

cutting machine can be used at CFC to cut 

through electrically conductive materials by 

means of an accelerated jet of hot plasma. 

Typical materials involve plasma torch 

including steel, Stainless steel, aluminium, 

brass and copper, although other conductive 

metals may be used for cutting as well. The 

plasma cutting machine works by sending an 

electric arc through a gas that is passing 

through a constricted opening. It produce a 

very hot and very localized "cone" to cut with, they are extremely useful for cutting 
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sheet metal in curved or angled shapes. This machine has the capacity to cut metal 

sheet upto 32 mm with given dimension. This improves the quality significantly.  

 

At present, the cluster units are using profile projection for metal cutting. The profile 

projection is unable to cut the metal according to the proper dimension, which leads 

to material wastage, inconsistent quality and the cost of the production is increased.  

The units have the capacity to cut upto 20 mm metal sheet. In addition, the profile 

cutting machine is unable the metal according to the proper dimension which leads 

to material wastage & increased the cost of production.  

 

► Heat Treatment Facility 

 
Heat treatment centre helps to change certain characteristics of metals and alloys 

in order to make them more suitable for a particular kind of application. It is essential 

for mechanical properties such as strength, hardness, ductility, toughness, and 

wears resistance of the alloys.  The process involves  altering the molecular structure 

of steel in order to produce more durable microstructure. During the alloy, process 

elements such as carbon are introduced to the metal. These added elements 

interrupt the flow of the individual grains, increasing strength. Thus, control of the 

metal crystal structure is a key element in successful heat-treating. Thereafter, 

quenching, hardening, tempering, annealing and normalizing form an important 

component of this process.  

 

The facilities for heat treatment are not up to the mark in the cluster as micro level 

units are using old conventional technologies to perform these. The heat treatment 

centre facility will consist of following machines under the banner of CFC: 

 

► Continuous Furnace & Tempering  

 

Continuous furnaces are the right choice for 

processes with fixed cycle times such as drying or 

preheating, curing, aging, vulcanization or 

degassing. The furnaces are available for various 

temperatures up to a maximum of 1400 °C. The 

furnace design depends on the required 

throughput, the process requirements for heat 

treatment and the required cycle time. The 

conveyor technology is tailored to the required 

working temperature, geometry and weight of 

the charge and to the requirements regarding 

available space and integration into the process chain.  

 

A method for alleviating this problem is called tempering. Most applications require 

that quenched parts be tempered. Tempering consists of heating steel below the 
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lower critical temperature to impart some toughness. Higher tempering temperature 

is sometimes used to impart further ductility, although some yield strength is lost. 

Tempering may also be performed on normalized steels. At present, the cluster units 

are depended on private player for this facility, which led to delays in production. 

 

► Case Hardening & Tempering Chamber 

This thermo-chemical process is designed to enrich the work piece with carbon. The 

method applied at harder metal is based on gas carburization, which can be very 

easily regulated and allows precise specifications for subsequent hardening profiles. 

After carburization, the components are hardened and then stress relieved in a 

tempering process. Besides their high surface harnesses and resistance to wear, the 

heat-treated work pieces also exhibit high fatigue strengths. Specific time and 

temperature variations during the carburizing, hardening, and stress relief 

processes serve to optimize the material properties and minimize changes to 

geometry caused by these processes' special batching techniques. At present, the 

cluster units are dependent on private player for this facility, which leads to delays 

in production & increases the cost of production. 

 

► Electroplating Plant 

Platings are the deposition of an adherent metal onto the surface of a base metal. 

Hot Dip Galvanizing, electroplating, vacuum, sherardizing, or mechanical plating are 

various types of plating that accomplishes practically all deposition. The commonly 

used plating medium in the cluster is electroplating, blackening and phos-plating. 

Electroplating is the deposition of a metallic coating onto an object by putting a 

negative charge onto the object and immersing it into a solution, which contains a 

salt of the metal to be deposited. The metallic ions of the salt carry a positive charge 

and are attracted to the part when they reach it; the negatively charged part 

provides the electrons to reduce the positively charged ions to metallic form. Plating 

by electrolysis, or electroplating is commonly used because it permits the control of 

the thickness of the plating. The cluster also lacks modern pro-environment 

electroplating facilities. 

 

► Effluent Treatment Plant 

The plant will be designed for treating industrial wastewater discharge during plating 

process for its reuse and safe disposal. The ETP will be medium sized in capacity to 

handle water discharge of approx. 20 KLD/ day and for treating electroplating 

related effluents such as oil, physio-chemical, zinc, nickel etc. The treated water will 

be used for irrigation.  

4.3 Expected Outcome after Intervention 

The project will be beneficial for Auto Component units in the cluster as a whole. The 

setting up of the CFC is expected to generate the following benefits for the cluster 

units:   

► Enhanced value addition for cluster products. 
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► Significant reduction in cost of production and higher capacity utilization by each 

unit. 

► Higher degree of competitiveness of cluster enterprises. 

► Scope for the cluster to target new market segments by developing new and 

improved products. 

► The requirements of SPV members are adequate to utilize the capacity of the 

CFC. Nevertheless all cluster firms shall be encouraged to use the facility. Many 

micro and small unit entrepreneurs who could not afford to significantly 

contribute by way of necessary investment to the equity base of the project have 

also been accommodated even with low equity contribution. 

► The CFC will generate more job opportunities both at the cluster and individual 

unit level due to enhanced capacity utilization  

► The CFC is also expected to enhance the levels of cooperation and joint-action 

amongst cluster stakeholders and SPV members to cooperate in other areas such 

as joint marketing initiatives, common raw material procurement and so on. 

► It will also complement the efforts of state government in promoting clusters in 

the state and serve as a model for upgrading micro enterprise clusters.  

 
Table 4: Expected Outcome of CFC 

Area Current Scenario Expected Out Comes 

Production Units About  15000 MSMEs About  15300 MSMEs 

Competitiveness Most of the units are unable 
to price their products 
competitively, and are priced 
out by other countries 

Units will be able to competitively price 
their products and compete with 
international players in the market 

Better export competitiveness 

Employment About 300000 About 305000 

Technology  No digital laser metal 
cutting facilities with 
prices that allow for 
competitiveness 

 No latest forging 
hammer, heat treatment, 
Electroplating facility 
with prices that allow for 
competitiveness 
 

 Digital laser cutting facilities  for 
units to use at a nominal fee 

 Hammer facility for units to use at a 
nominal fee 

 Continuous Furnace & Tempering  
Case Hardening & Tempering 
Chamber, Hardening & Tempering 
Chamber facilities for units to use at 
nominal fee 

 3 Barrel & Drying Machine facilities 
to use at nominal fee 

Production  Delays 
 High costs 

 Quick Production 
 Lowered production costs 

 Competitive prices 

Turn Over About 20000 crores Will increase by 10% each year 
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5. SPV for Project Implementation 
 
The micro units at Auto Component cluster, Faridabad came together to form a Special 

Purpose Vehicle (SPV) as partnership firm under the Partnership Act, 1932. The SPV is 

named as ‘Faridabad Auto Components Cluster'. The SPV was registered on 7th December 

2017. The partnership registration deed is attached as Annexure-3. The members are 

micro-sized firms (registered units) involved in Auto Component related activities, 

predominately based in Faridabad.   

DIC, Faridabad both played an important role in SPV formation by cluster stakeholders. The 

SPV includes about 11 members who are subscribing to the necessary contribution of the 

partnership. The SPV shall be open for new members to join and for the existing members 

to leave while maintaining a minimum member base of at least 10 at all times. The proposed 

CFC will be implemented on public-private partnership basis through SPV ‘Faridabad Auto 

Components Cluster' by availing support from Government of Haryana (under EPP 2015) 

state mini cluster development scheme. 

The SPV members have a strong record of accomplishment 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 Auto Component and enhancing productivity of their 

units as mentioned in the previous sections. These include exposure to cluster development 

initiatives in other clusters, exposure visits to fairs, registration under UAM and awareness 

programs on GST, new trends in Auto Component industry, lean manufacturing, design 

interventions and new technologies. These programs were conducted in collaboration with 

DIC and BDS providers, FIMTIA and so on.  

The EY team has conducted a series of stakeholder consultations (with various members, 

DIC, Faridabad and other 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 scheme in 

Faridabad and has helped in validation of findings and recommendations. It has kept the 

state government and the DIC Faridabad engaged during the entire period of preparation of 

DSR and DPR. 

5.1 Shareholder profile and Shareholding mix 

List of Partners: The SPV has eleven partners. The details of the lead partners are furnished 

in the table 6. Other than these partners, the SPV will have provision of having one partner 

(without financial stake and without any liability) from the state government. The SPV 

comprises members from micro & small auto components manufacturing units. It is 

homogeneous in nature due to similar products and activities performed by the cluster units.  

 

 

 

 



Draft Detailed Project Report of Faridabad Auto Components Cluster  

 

 Page 49 of 141 
 

Table 5: List of lead Partners 

S. No. Contact Person Company Name Address of Unit 

1 
Mr. Pappujit Singh 
Sarna 

JS Industries 
16/2 Karkhanan Bagh Mathura 
Road Faridabad 

2 Mr. KP Mangla SM Auto Industries 
E-9 Sector 23, Sanjay Colony 
Faridabad 

3 Mr. Tarundeep Sarna 
Sarna Engineering 
Works 

Karkhanan Bagh Mathura Road 
Faridabad 

 

The lead partners have several years of successful experience in production of auto 

products and are well versed with the benefits of cluster development initiatives. These 

units are financially viable in nature.  

Members of the SPV have been engaged in production of auto components products in 

Faridabad for several years. The partners of the SPV also have considerable experience in 

marketing and manufacturing of auto components products. The partners have been in 

close interactions with technical experts, government institutions and machinery suppliers. 

The DIC Faridabad also acknowledged the genuineness of the SPV members to undertake 

project initiatives under state mini cluster scheme as well as verified the existence of the 

SPV members. The verified list is provided in Annexure 4.  

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 partner 

holds more than 10% equal contribution in partnership firm. Details of SPV members along 

with their contact persons, unit details, UAM numbers and products manufactured are 

provided in table 6.  
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Table 6: Details of SPV Members of Auto Component Cluster, Faridabad 

S.No. Contact Person Company Name Contact No. Address of Unit Products UAM Number 

1 
Mr. Pappujit Singh 
Sarna 

JS Industries 9810039398 
16/2 Karkhanan Bagh Mathura 
Road Faridabad 

Tractor auto parts, 
sheet metal 
fabrication 

HR03B0004618 

2 Mr. Nimit Paul 
Paul Global 
Enterprises 

9811520250 
Plot No. 1 Chanda Complex 
Dharam Kanta Raod, Faridabad 

Auto Components 
HR03B0007001 

3 Mr. KP Mangla SM Auto Industries 9417317853 
E-9 Sector 23, Sanjay Colony 
Faridabad 

Tractor Components 
HR03A0000824 

4 
Mr. Tarundeep 
Sarna 

Sarna Engineering 
Works 

981851287 
16/2 Karkhanan Bagh Mathura 
Road Faridabad 

Tractor Parts 
HR03B0005253 

5 Mr. Baljeet Singh 
Anmol Auto 
Electricals 

9810407238 
23B/17 Industrial Area, NIT 
Faridabad 

Tractor Components 

HR03B0003131 

6 Mr. Rajesh Kumar 
Five ESS Precision 
Components Pvt. 
Ltd 

9810260536 3D/4A B.P NIT, Faridabad Auto Components 
HR03B0003216 

7 Mr. OP Bhatia Brasso Forge  Ltd. 981110198 
Khasra No. 44/12/3/1 Air 
Faridabad, India 

Auto Components 
HR03C0000294 

8 
Mr. Jasmit Singh 

 
Scaff Build India 9818549987 

Sareen Complex, 16/2, 
Mathura Road, Faridabad 

 

Scaffolding Items 

HR03B0006937 

9 
Mr. Karan Malik 

 

International 
Automotive 

9899284254 
Plot No. 6 Samyepur Industrial 
Area Sector-56 Faridabad 

Auto Components 
HR03B0004495 

10 Mr. Balraj Goyal Reva Industries Ltd 9810014144 
Plot No 28 Sector 25 
Faridabad 

Crane Components 
Manufacturing 

HR030001013 

11 
Mr. Charanjit 
Singh 

Sarna Enterprises 7503041999 
725 Raja Garden Sector 19 
Faridabad 

Tractors Parts 
HR03B0006985 
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5.2 Initiatives undertaken by the SP 

 
As detailed  in section 4.1 (Soft interventions recommended and action taken), the SPV 

members have proactively undertaken a lot of capacity building initiatives to promote the 

cooperation among cluster units and enhance knowledge and exposure of the units. These 

initiatives have been undertaken in collaboration with DIC, EY, MSME-DI, FIMTIA, FIA etc. 

The major initiatives are:  

► Pursuing initiatives in close coordination with DIC and MSME-DI Faridabad to facilitate 

understanding of cluster development, common procurement, marketing, available 

government support, latest technology for common facility etc.  

► Exposure visit to NCR to understand the latest available technology and machinery 

related to Auto Component manufacturing. This would help them to adopt latest 

methods and machinery for Auto Component and made them more competitive in 

market. 

► Exposure visits to trade fairs and machinery fairs for auto components in NCR and 

large factories in other locations to understand the technology, market requirement 

and available opportunities. 

► Conducting various programs for capacity building, awareness generation and 

technological advancement in the cluster as well as participation in similar programs 

organized by stakeholders.  

► Identification of building on lease in the name of SPV.  

 

5.3 SPV Roles and Responsibilities 

The SPV will play an important role in the overall management and operations of the CFC. 

It will provide directions towards 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  

► Execution of land registration in SPV name. 

► Garnering the SPV project 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 so as 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. 
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► Preparation and submission of progress reports to state industry department.  
 

The Partnership deed of the cluster SPV indicates the terms of decision-making based on 

mutual consent of all the partners. 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. lead 

working partners will include office bearers elected/nominated from time to time, including 

one nominee of State Government (DIC). They will also remain present during meetings. 

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 SPV Partners, and the day-to-

day administration will be taken care of by the management that shall be appointed by the 

SPV Partners. Their role is detailed below:  

1. Lead Partners: The lead working partners 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 lead working partners will oversee the entire operations; each partner 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 qualified professional 

with a background in the Auto Component industry will be appointed as the Manager, who 

will look after day-to-day operations of the CFC and shall be directly reporting to the lead 

working partners. In addition, a Cluster Development Executive having knowledge and 

experience in the cluster development domain will be hired. Each facility (cutting, heat 

treatment, electroplating etc.) will have its own expert staff (supervisors, operations and 

helpers) as per the requirement. The details of workforce and other requirements are 

already mentioned in the Project Economics section. There shall be provisions for 

administrative staff such as accounts personnel, marketing professional, etc. to ensure 

effective functioning of the CFC.  
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Project Economics 
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6. Project Economics 
 

6.1 Project Cost 

The actual total cost of setting up a CFC, Faridabad Auto Component cluster is estimated at 

Rs. 241.43Lakhs. 

 

The total cost estimation includes the following project components:  

1. Building  

2. Machinery and equipment  

3. Miscellaneous fixed assets  

4. Preliminary & Pre-operative expenses  

5. Contingency  

6. Margin money for working capital  

The detail of each project component is provided below:  

6.1.1 Building 

SPV has identified a building that shall be taken on lease & obtained a letter establishing the 

availability of the building. The building is located at Plot No. 16/2 Mathura Road Karkhana 

Bag, IMT Industrial Area Haryana. The available area of the building is 8125 sq. Ft and 

monthly rent for the first year would be INR 1, 25,000/- with annual increase at the market 

rate (estimated at 10%) 

The document establishing the proof for availability of building is provided in Annexure 5. 

The SPV members shall entirely provide the amount required to lease of building as their 

contribution towards the project cost. 

Table 7: Requirement of building 

BUILDING - LEASE BASIS 

S.No. Particulars  Actual Cost 

1 Building Area (sq. ft.) 8125 

2 Monthly Rent (INR lakh) 1.25 

3 Rent for first year (INR lakh) 15.00 

4 Year on year increase in rent @ 10.00% 

 

6.1.2 Plant and Machinery 

As detailed in section 4.2 (Hard interventions) laser-cutting machine, heat treatment & 

electroplating facilities are required with essential props. Those particulars have been 

recommended to enable cluster units enhance their competitiveness. The machines have 
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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 total cost of plant and machinery 

including secondary machine has been estimated at Rs. 209.07 lakhs and contingency 

works out to Rs. 10.45 Lakhs. 

The details of the proposed machinery items are presented in the table 10. The detailed 

specifications and quotations of the machines are provided in Annexure 7. 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. 

Table 8: List of Proposed Plant & Machinery 

S. 
No. 

Machine 
Name  

Qut. Basic 
Price 

Total Basic 
Price 

Gst as 
Applicabl
e * 

Total 
Price 

Grand 
Total 

Supplier 
Options 

Indi. Indigen
ous 

Indigenous Indigenou
s 

Indigeno
us 

    

A Primary Machinery 

1 CNC Plasma 
Profile 
cutting 
machine  

1 15.70 15.70 2.83 18.53 18.53 

System 
Engineers 
Cutting & 
Welding P. 
Ltd. 

2 Electrically 
Heated 
Vertical 
Retort Type 
Gas 
Carburising 
Furnace 

1 18.95 18.95 3.41 22.36 22.36 

System 
Engineers 
Cutting & 
Welding P. 
Ltd. 

3 Carbon 
Potential 
Control 
System 
(Oxygen 
Probe) 

1 1.75 1.75 0.32 2.07 2.07 

System 
Engineers 
Cutting & 
Welding P. 
Ltd. 

4 Oil 
Quenching 
Tank 1 6.95 6.95 1.25 8.20 8.20 

System 
Engineers 
Cutting & 
Welding P. 
Ltd. 

5 Electrically 
Heated 
Forced Air 
Circulation 
Furnace for 
Tempering 

1 7.85 7.85 1.41 9.26 9.26 

Simplicity 
Engineers 
P. Ltd. 

6 Electrically 
Heated 
Vertical 
Circular 

1 6.95 6.95 1.25 8.20 8.20 

Simplicity 
Engineers 
P. Ltd. 
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Batch Type 
Spray 
Washing 
Machine 

7 Continuous 
Furnus for 
heat 
treatment 

1 36.00 36.00 6.48 42.48 42.48 

Simplicity 
Engineers 
P. Ltd. 

8 Electroplatin
g plant with 
ETP 

1 38.51 38.51 6.93 45.44 45.44 
Simplicity 
Engineers 
P. Ltd. 

9 Shot Blasting 
Machine 1 5.00 5.00 0.90 5.90 5.90 

Simplicity 
Engineers 
P. Ltd. 

   Sub Total 
(A)   

9 137.66 137.66 24.78 162.44 162.44 
  

 B  Secondary Machinery 

1 Plasma 
station with 
sensor 1 4.45 4.45 0.80 5.25 5.25 

System 
Engineers 
Cutting & 
Welding P. 
Ltd. 

2 Plasma 
power source 1 11.50 11.50 2.07 13.57 13.57 

Simplicity 
Engineers 
P. Ltd. 

3 UPS for CNC 
controller (3 
kVA online) 

1 0.40 0.40 0.07 0.47 0.47 
Simplicity 
Engineers 
P. Ltd. 

4 Electrical 
supply points 
(MCB’s) 

1 0.10 0.10 0.02 0.12 0.12 
Simplicity 
Engineers 
P. Ltd. 

5 Earthing for 
CNC system 
and Plasma 

1 0.25 0.25 0.05 0.30 0.30 
Simplicity 
Engineers 
P. Ltd. 

6 Compressor 
(5 HP) 1 0.90 0.90 0.16 1.06 1.06 

Simplicity 
Engineers 
P. Ltd. 

7 Air Drier (15 
CFM) 1 0.35 0.35 0.06 0.41 0.41 

Simplicity 
Engineers 
P. Ltd. 

8 Servo 
stabilizer (30 
kVA) / (50 
kVA) 

1 0.55 0.55 0.10 0.65 0.65 

System 
Engineers 
Cutting & 
Welding P. 
Ltd. 

9 Foundation 
pillars and 
cutting bed 

1 0.60 0.60 0.11 0.71 0.71 
Simplicity 
Engineers 
P. Ltd. 

10 DG Set 250 
KVA 

1 13.77 13.77 2.48 16.25 16.25 
Kirloskar 

11 ETP 
1 6.65 6.65 1.20 7.85 7.85 

Hemkund 
Enterprise 

   Sub Total 
(B)   

11 39.52 39.52 7.11 46.63 46.63 
  

  Grand Total 20 177.18 177.18 31.89 209.07 209.07   
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6.1.3 Miscellaneous Fixed Assets 

The CFC would also require fixed assets such as furniture, fixtures, fire-fighting 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. 1.75 Lakhs. 

Details are provided in the table 9. 

Table 9: Miscellaneous Fixed Assets 

Miscellaneous fixed assets Particulars  Amount (INR in Lakhs)  

Office items and allied items, furniture, fixtures, fire-fighting 
equipment and back-up power supply etc.  

1.75 

Total 1.75 

 

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, detailed civil engineering drawings with estimates, tendering 

forms, and tendering cost etc. 

Pre-operative expenses include expenses for electricity connection charges, administrative 

establishment, travelling, bank charges, stationery, telephone, overhead expenses during 

construction and 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. 14.87 Lakhs (details provided in the table 12). 

Table 10: Preliminary and Pre-Operative Expenses 

S. No. Particulars Amount  

1 Partnership Registration Charges 0.05 

2 Tender forms & tendering cost 0.50 

3 Project Report Preparation (DSR & DPR) Nil 

4 

Project Management Charges (consultant hired by 

govt) Nil 

5 Travelling Cost 0.20 

6 Cost of Refurbishment, electricity fittings, plumbing 0.20 

7 

One time electricity connection charges (260 kWh) 

(3300 per kWh) 8.58 

8 Lease deed registration charges 3.59 

9 Security Deposit (Rent) 1.25 

10 Bank Appraisal Charges 0.50 

  Total 14.87 
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6.1.5 Provision for Contingencies 

Provision for contingencies has to be made on machinery. As the building will be acquired 

on lease, no contingency has been provided for the same. Contingencies on plant and 

machinery have been estimated at 5% amounting to Rs. 10.45 lakh. 

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. 19.29 lakh with margin money requirement of Rs. 5.29 lakh 

(which is more than 25% of working capital requirement as margin). The working capital 

requirement has been calculated based on requirement of one month of operational 

expenses and the calculation has been provided in the subsequent section. 

6.1.7 Summary Project Cost 

A summary of total estimated project cost as per actual and as per mini cluster scheme is 

presented in the table 13. 

Table 11: Total Project Cost 

S. No. Particulars  
Total Project 

Cost  
Amount as per 

Guidelines  
Remarks  

          

1 Land  & Building       

  a. Land Value  0.00 

0.00 

Eligible  
(Max 25% of 
total of L&B, 

P&M, and 
Misc. F.A.) 

  b. Land Development 0.00 

  c. Building & Other Civil Works 0.00 

  d. Building Value 0.00 

  Sub Total (A) 0.00 0.00 

2 Plant & Machinery     

Eligible 

  a. Indigenous 162.44 

200.00  b. Imports 0.00 

  c. Secondary Machines  46.63 

  Sub Total (B) 209.07 200.00 

3 Miscellaneous fixed assets (C) 
1.75 0.00 

Not eligible 
for grant  

        

4 
Preliminary & Preoperative  

Expenses (D) 
14.87 0.00 

5 Contingency     

  a. Building @ 2% 0.00 0.00 

  b. Plant & Machinery @ 5% 10.45 0.00 

  Sub Total (E) 10.45 0.00 

6 Margin money for working capital     

  
 (Working capital required @ 75% 
C.U.) 5.29 

0.00 

  Sub Total (F) 5.29 0.00 

  Grand Total (A+B+C+D+E+F) 241.43 200.00   
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6.2 Means of Finance 

The project will be financed from two sources: contribution from SPV, and grant-in-aid from 

Govt. of Haryana (under State Mini Cluster Development Scheme, EPP (2015). The 

assistance to the project from Govt. of Haryana under State Mini Cluster Development 

Scheme is envisaged to the tune of 90% of max project cost of 200 lakhs. The SPV will be 

required to contribute 10% of project cost for project cost up to Rs. 200 lakh and any 

amount in excess of 200 lakh. Hence, the SPV members have proposed to contribute Rs. 

61.43 lakh and GoH aid will be Rs. 180.00 lakh.   

Table 12: Means of Finance 

S. 
No. 

Source of 
finance  

Project cost up to INR 
200.00 lakhs (max 

eligible as per scheme) 
Project cost over INR 

200.00 lakhs 
Total 

Amount 
(INR in 
lakhs) Percentage 

Contribution  

Amount 
(INR in 
lakhs) 

Percentage 
Contribution  

Amount 
(INR in 
lakhs) 

1 

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

90 180.00 0 0 180.00 

2 
Contribution of 
SPV 

10 20.00 
100 41.43 61.43 

  Total 100 200.00 100 41.43 241.43 
 

6.2.1 Share Capital 

The contribution of the SPV members will be by way of capital contribution in the SPV 

registered as a Partnership firm. The extent of capital contribution would be Rs. 61.43 lakh 

contributed by the cluster SPV.  

The total capital of the partnership firm is Rs. 10 lakh at present, which shall be increased 

in due course. The extent of capital contribution by each partner will be restricted to a 

maximum of 10% of total contribution to the capital of the partnership firm. 

6.2.2 Grant-in-Aid 

Grant-in-aid of Rs. 180.00 lakh is expected from the Government of Haryana. The amount 

received by the way of grant under State Mini Cluster Development scheme will 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 given on eight-hour 

single shift operation basis. The cluster members and work force in the cluster have 

estimated this based upon extensive inputs. This section considers annual cost of 

undertaking job work and expenditure estimates. The critical components related to 
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expenditure comprise consumables, work force, electricity and also 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 in 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, chemicals, gas, thinner& diesel and others. 

Table 13: Consumables 
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S. 
No. 

Machine Name  
No. Of 

Machines 
Particulars 

Total 
monthly 

Amt (Rs.) 

Consumables 
required 

annually (Rs. 
In Lakh) 

Amount 
(in Rs. 
Lakh) 

Amount 
(in Rs. 
Lakh) 

Amount 
(in Rs. 
Lakh) 

Amount 
(in Rs. 
Lakh) 

Amount 
(in Rs. 
Lakh) 

Amount 
(in Rs. 
Lakh) 

      Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 

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

A. 
Primary  
Machines                     

1 

CNC Plasma 
Profile cutting 
machine  1 

Grease, 
Hydraulic 

Oil 
8000.00 0.96 0.72 0.77 0.82 0.86 0.91 0.96 

2 

Electrically 
Heated 
Vertical Retort 
Type Gas 
Carburizing 
Furnace 1 

Gas, 
Chemical, 
Thinner 

16000.00 1.92 1.44 1.54 1.63 1.73 1.82 1.92 

3 

Carbon 
Potential 
Control 
System 
(Oxygen 
Probe) 1 

Gas, 
Chemical, 
Thinner 

15000.00 1.80 1.35 1.44 1.53 1.62 1.71 1.80 

4 
Oil Quenching 
Tank 1 Oil 

10000.00 1.20 0.90 0.96 1.02 1.08 1.14 1.20 

5 

Electrically 
Heated Forced 
Air Circulation 
Furnace for 
Tempering 1 

Gas, 
Chemical, 
Thinner 

16000.00 1.92 1.44 1.54 1.63 1.73 1.82 1.92 

6 

Electrically 
Heated 
Vertical 
Circular Batch 
Type Spray 1 

Gas, 
Chemical, 
Thinner 

20000.00 2.40 1.80 1.92 2.04 2.16 2.28 2.40 
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Washing 
Machine 

7 

Continuous 
Furnas 

1 

Gas, 
Chemical, 
Thinner 

20000.00 2.40 1.80 1.92 2.04 2.16 2.28 2.40 

8 

Electroplating  

1 

Oil, Zinc, 
Chemical, 
other 
chemical, 
Gas 

20000.00 2.40 1.80 1.92 2.04 2.16 2.28 2.40 

B. 
Secondary 
Machines     

                

1 DG Set 1 Diesel  10000.00 1.20 0.90 0.96 1.02 1.08 1.14 1.20 

2 
ETP 

1 
Filter, Oil & 
Servicing 

10000.00 1.20 0.90 0.96 1.02 1.08 1.14 1.20 

  Total        17.40 13.05 13.92 14.79 15.66 16.53 17.40 

  
Consumables 

per month       1.45 1.09 1.16 1.23 1.31 1.38 1.45 
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6.3.2 Manpower Requirement 

Another major expenditure head is the work force. Therefore, the facilities installed in the 

CFC will require work force to function effectively as mentioned in section 5.3 of the report. 

The total work force requirement for the project would be about 14 persons. The work force 

required under project has been divided under two categories: Direct & Indirect. Direct work 

force is required for operation of machines while indirect work force is required for 

administrative purposes. The annual expenditure on salary component for direct work force 

is estimated at Rs.16.17 lakh and for indirect at 8.51 lakhs. The total expense on work force 

is projected at Rs. 2.06 lakh per month and Rs. 24.68 lakh per annum. The details of 

monthly and yearly expenses for work force required for running the project is provided in 

table 14 & 15: 

Table 14: Expenditure Related to Salary (direct manpower-machine operators and helpers) 

Category 
No. of 

Manpower 
Required 

Salary per 
month per 

person (INR) 

Total Salary 
Per Month 

(INR) 

Total salary & 
wages per 

Year (INR lakh) 

DIRECT MANPOWER 

Supervisor 1 
                 

22,000.00  
            

22,000.00  2.64 

Operator 3 
                 

18,000.00  
            

54,000.00  6.48 

Helper 3 
                   

9,500.00  
            

28,500.00  3.42 

Loading/Unloading Labour 2 
                   

9,000.00  
            

18,000.00  2.16 

 Total 9 
                 

58,500.00  
          

122,500.00  14.70 

Add: Perquisites/Fringe Benefits @ 10% 1.47 

Sub Total (A) 16.17 

 

Table 15: Expenditure Related to Salary (indirect work force – administrative and support staff) 

Category 
No. of 

Manpower 
Required 

Salary per 
month per 

person (INR) 

Total Salary 
Per Month 

(INR) 

Total salary & 
wages per 

Year (INR lakh) 

Cluster Development Executive 
(CDE) 

1 25,000.00 25,000.00 3.00 

Accountant 1 15,000.00 15,000.00 1.80 

Office Assistant/Office Boy 1 8,500.00 8,500.00 1.02 

Security Guard 2 8,000.00 16,000.00 1.92 

  5 56,500.00  64,500.00  7.74 

Add: Perquisites/Fringe Benefits @ 10% 0.77 

Sub-Total (B) 8.51 

Total (A) + (B) 14     24.68 
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6.3.3 Utilities 

The most important utilities required in the project are 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 at262.40 kW. The 

table 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. The details of the utilities given in the table no. 16 

Table 16: Machine & Equipment power requirement 

S. 
No. 

Machine & Equipment 

Power 
Requirement 

(kW)/ Connected 
Load 

Total power 
requirement 

(60% of drawn 
power) kWh 

1 CNC Plasma Profile cutting machine  2.00 1.20 

2 
Electrically Heated Vertical Retort Type Gas Carburizing 
Furnace 100.00 

60.00 

3 
Electrically Heated Forced Air Circulation Furnace for 
Tempering 81.00 

48.60 

4 
Electrically Heated Vertical Circular Batch Type Spray 
Washing Machine 

20.00 
12.00 

5 Continuous Furnas 20.00 12.00 

6 Electroplating with ETP 25.00 15.00 

  Administrative  2.00 1.20 

  Total Connected load for CFC 250.00 150.00 

  Buffer Connected Load (5% of Total Connected Load) 12.40   

  Total 262.40   

 

The power requirement for operation of core machinery and equipment, testing lab and 

administrative facilities is 262.40 kWh. Electricity required for shop floor activities in terms 

of operation of core machinery and equipment is 30000 units per month. The facility is 

heavily based on electricity for operations and will require additional 5% connected load as 

a buffer to get the electricity connection. The total connected load for the CFC is estimated 

to be 262.40 kW.  

Fixed charges for connection of 262.40 kW @ Rs. 173 per kW equals Rs. 45,395.20. The 

monthly units consumption is 30000 units & monthly energy charges @ Rs. 9.00 per unit 

equals Rs. 2,70,000/-. This has been calculated based on the prevalent rates of the power 

provider.  

Table 17 presents the estimated annual expenditure in terms of power related charges. 

Table 17: Annual Expenditure Statement vis-à-vis Power Charges 

  
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 

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

Fixed 5.45 5.45 5.45 5.45 5.45 5.45 

Variable  24.30 25.92 27.54 29.16 30.78 32.40 
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Total 29.75 31.37 32.99 34.61 36.23 37.85 

Per month 2.48 2.61 2.75 2.88 3.02 3.15 

 

6.3.4 Annual Repairs and Maintenance Expenses 

 

The annual repair and maintenance expenses have been estimated to be Rs. 6.37 lakh. 

The details are presented in the table no. 18: 

Table 18: Annual Repairs and Maintenance Expenditure 

S. 
No. 

Expenditure 
component 

Particulars Amount per 
annum (@ 
100% C.U. in 
Rs. Lakh) 

Amount per 
annum (@ 80% 
C.U. in Rs. 
Lakh) 

Amount per 
annum (@ 85% 
C.U. in Rs. 
Lakh) 

1 

Repair & 
maintenance  

Building: repair & 
maintenance @ 2%  0.10 0.08 0.09 

2 

Plant & machinery: 
repair & 
maintenance @ 3% 6.27 5.02 5.33 

Total   6.37 5.10 5.42 

 

6.3.5 Insurance and miscellaneous Administrative Expenses 

Insurance is a critical component of asset protection at the CFC. Insurance is computed 

based on 0.5 % on the fixed assets. Cost of insurance shall remain as a fixed cost. 

Miscellaneous administrative expenses are estimated at a lump sum of Rs. 1.20 lakh per 

year. The cost of miscellaneous expenses is also considered to be fixed irrespective of scale 

of operation. The details are presented in the table no 19: 

Table 19: Insurance and Miscellaneous Administrative Expenses 

No.  Expenditure component  Particulars  
Amount per annum 
(@ 100% C.U. in Rs. 
Lakh)  

1  Insurance  Estimate @ 0.5% on fixed assets (such 
as buildings, civil works, and Plant & 
machinery, including related 
contingency expenses 

1.10 

2  Miscellaneous 
administrative 
expenditure  

Stationery, communication, travelling, 
and other misc. overheads  

1.20 

Total  2.30 



Draft Detailed Project Report of Faridabad Auto Components Cluster 

 

 Page 66 of 141 
 

6.4 Working Capital Requirements 

Working capital has been calculated in terms of one month’s operating expenses required for the CFC. The operating expenses include 

consumables, salaries, utilities, repair & maintenance, insurance and miscellaneous administrative expenses. The details are presented in the 

table no 20:. 

  Table 20: Calculation of Working capital requirement 

S. No. Particulars Period As per Capacity Utilisation 

  Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 

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

1 Consumables 1 month 1.09 1.16 1.23 1.31 1.38 1.45 1.45 1.45 1.45 1.45 

2 Utilities (Power) 1 month 2.48 2.61 2.75 2.88 3.02 3.15 3.15 3.15 3.15 3.15 

3 

Working Expenses 

(Manpower ) 1 month 1.72 1.79 1.85 1.92 1.99 2.06 2.06 2.06 2.06 2.06 

4 Rent 1 month 1.25 1.38 1.51 1.66 1.83 2.01 2.21 2.44 2.68 2.95 

5 

Sundry Debtors  (Sales 

Value) 1 month 12.75 13.60 14.45 15.30 16.15 17.00 17.00 17.00 17.00 17.00 

6 

Working capital (Total 

expenses)   19.29 20.54 21.80 23.07 24.37 25.67 25.88 26.10 26.34 26.61 

7 Working Capital Margin   5.29 6.54 7.80 9.07 10.37 11.67 11.88 12.10 12.34 12.61 

8 Working Capital Loan   14.00 14.00 14.00 14.00 14.00 14.00 14.00 14.00 14.00 14.00 

9 

Interest on Working capital 

loan @11% p.a.   1.54 1.54 1.54 1.54 1.54 1.54 1.54 1.54 1.54 1.54 

10 Working Cap Margin %age   27.41% 31.83% 35.78% 39.33% 42.54% 45.47% 45.89% 46.35% 46.85% 47.39% 
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The working capital requirement of the project for one month of operation has been considered for consumables and expenses. The SPV will 

contribute the margin money for working capital. While calculating the project cost, more than 25% of working capital has been calculated as 

margin, and the remaining will be borrowed by SPV from local bank. The total working capital required during the first year of operation (75% 

C.U.) is estimated to Rs. 19.29 lakh. Further, total working capital required at an operating capacity of 80% comes out to Rs.20.54 lakh. The 

corresponding margin money for working capital requirement at 75% & 80% capacity utilisation amounts to Rs. 5.29  lakh and Rs.6.54 lakh 

respectively, and the corresponding loan amounts at Rs. 14.00 lakh respectively. 
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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) method. Accounting for depreciation would facilitate 

sustainability of operations in terms of developing a fund for replacement of assets. The 

relevant fund that accumulated could facilitate the replacement of such assets toward the 

end of the envisaged asset life of 10 years. Depreciation of building is at the rate of 10% per 

year, plant and machinery at 15% a year (envisaged project life of 10 years prior to 

replacement of assets), furniture at 10%, computer at 60% and depreciation of other 

miscellaneous fixed assets at the rate of 15% a year as per the WDV method. Depreciation 

based on Written down Value method (WDV) method has been used for computation of 

income tax. The computation as per WDV method is as mentioned in the table no 21: 
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Table 21: Depreciation based on WDV 

  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 Civil work                     

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 219.53  186.60  158.61  134.82  114.59  97.40  82.79  70.38  59.82  50.85  

Less: Depreciation @ 15% 32.93  27.99  23.79  20.22  17.19  14.61  12.42  10.56  8.97  7.63  

Closing Balance 186.60  158.61  134.82  114.59  97.40  82.79  70.38  59.82  50.85  43.22  

                      

Computers                     

Opening Balance 0.50  0.20  0.08  0.03  0.01  0.01  0.00  0.00  0.00  0.00  

Less: Depreciation @ 60% 0.30  0.12  0.05  0.02  0.01  0.00  0.00  0.00  0.00  0.00  

Closing Balance 0.20  0.08  0.03  0.01  0.01  0.00  0.00  0.00  0.00  0.00  

                      

Furniture                      

Opening Balance 0.50  0.45  0.41  0.36  0.33  0.30  0.27  0.24  0.22  0.19  

Less: Depreciation @ 10% 0.05  0.05  0.04  0.04  0.03  0.03  0.03  0.02  0.02  0.02  

Closing Balance 0.45  0.41  0.36  0.33  0.30  0.27  0.24  0.22  0.19  0.17  

                      

Other Misc. Fixed Assets                     

Opening Balance 0.75 0.64  0.57  0.52  0.46  0.42  0.38  0.34  0.30  0.27  
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Less: Depreciation @ 15% 0.11  0.06  0.06  0.05  0.05  0.04  0.04  0.03  0.03  0.03  

Closing Balance 0.64  0.57  0.52  0.46  0.42  0.38  0.34  0.30  0.27  0.25  

                      

Total Depreciation 33.39 28.22 23.94 20.33 17.28 14.69 12.48 10.61 9.03 7.67 

Depreciated value 187.88 159.67 135.73 115.40 98.12 83.44 70.95 60.34 51.31 43.64 
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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 hours a machine is operated for a particular job. The user charges shall vary based 

upon the user i.e. - the SPV members and non-SPV members. The user charges will be less 

for the SPV members as compared to non-SPV members. The major income sources for the 

CFC are envisaged by the way of providing heat treatment facilities, electroplating facility, 

laser metal cutting facilities etc.  

The user charges have been estimated based upon the operational expenses of the CFC and 

the prevalent market rates in Faridabad. User charges for secondary machineries 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.  

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 for various machineries are presented in table no 22: 
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Table 22: User Charges for Machinery 

S. 

No. 
Machine Name  

User 

Charge 

per hour 

(Rs.) 

No. Of 

Working 

hours per 

day 

No. Of 

Working 

days per 

month 

Amount in 

Rs. Lakh) 

Amount in 

Rs. Lakh) 

Amount in 

Rs. Lakh) 

Amount in 

Rs. Lakh) 

Amount in 

Rs. Lakh) 

Amount 

in Rs. 

Lakh) 

          Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 

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

1 

CNC Plasma Profile cutting 

machine  
1000 8 

25 18.00 19.20 20.40 21.60 22.80 24.00 

2 

Electrically Heated Vertical 

Retort Type Gas 

Carburizing Furnace 

1250 8 

25 22.50 24.00 25.50 27.00 28.50 30.00 

3 

Electrically Heated Forced 

Air Circulation Furnace for 

Tempering 

1500 8 

25 27.00 28.80 30.60 32.40 34.20 36.00 

4 

Electrically Heated Vertical 

Circular Batch Type Spray 

Washing Machine 

1250 8 

25 22.50 24.00 25.50 27.00 28.50 30.00 

5 Continuous Furnas 1250 8 25 22.50 24.00 25.50 27.00 28.50 30.00 

6 Electroplating with ETP 1500 8 25 27.00 28.80 30.60 32.40 34.20 36.00 

7 Shot Blasting Machine 750 8 25 13.50 14.40 15.30 16.20 17.10 18.00 

  Total       153.00 163.20 173.40 183.60 193.80 204.00 

 

Total gross revenue in-flow is estimated to Rs. 153.00 lakhs per annum on an operating capacity of 75%. For projection purposes, operating 

capacity of 80% is considered during second year, 85% during third year and 100% capacity from sixth year onwards. 
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Table 23: Income and Expenditure Statement 

  Particulars Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 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 Utilization in % 75% 80% 85% 90% 95% 100% 100% 100% 100% 100% 

A. Income                     

(User/ Service Charge) 
153.0

0  
163.2

0  
173.4

0  183.60  
193.8

0  204.00  204.00  204.00  204.00  204.00  

B. Cost of Production :                     

1. Utilities Power (Fixed + Variable) 29.75  31.37  32.99  34.61  36.23  37.85  37.85  37.85  37.85  37.85  

2. Direct labour and wages 12.13  12.94  13.74  14.55  15.36  16.17  16.17  16.17  16.17  16.17  

3. Consumable 13.05  13.92  14.79  15.66  16.53  17.40  17.40  17.40  17.40  17.40  

4. Repair and Maintenance 4.78  5.10  5.42  5.73  0.70  6.37  6.37  6.37  6.37  6.37  

5. Depreciation 33.39  28.22  23.94  20.33  17.28  14.69  12.48  10.61  9.03  7.67  

Total Cost of production 93.10  91.54  90.88  90.89  86.09  92.47  90.27  88.40  86.81  85.46  

C. Administrative expenses :                     

6. Manpower (Indirect) 8.51 8.51 8.51 8.51 8.51 8.51 8.51 8.51 8.51 8.51 

7. Rent 15.00 16.50 18.15 19.97 21.96 24.16 26.57 29.23 32.15 35.37 

8. Insurance 1.10 0.94 0.80 0.68 0.58 0.49 0.42 0.35 0.30 0.26 

9. Misc Expense 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 1.20 

Total Administrative Expenses 25.81 27.15 28.66 30.36 32.25 34.36 36.70 39.30 42.17 45.34 

D. Financial expenses :                     

10. Interest on Working capital loan @ 11% 
per annum 1.54 1.54 1.54 1.54 1.54 1.54 1.54 1.54 1.54 1.54 

Total Financial Expenses 1.54 1.54 1.54 1.54 1.54 1.54 1.54 1.54 1.54 1.54 

E.  Total Expenses B+C+D 
120.4

5 
120.2

3 
121.0

8 122.78 
119.8

9 128.38 128.52 129.24 130.52 132.34 

F.  Profit A - E 32.55 42.97 52.32 60.82 73.91 75.62 75.48 74.76 73.48 71.66 

G.  P&P Expenses written off 2.97 2.97 2.97 2.97 2.97 0.00 0.00 0.00 0.00 0.00 

H. Income before Tax (F-G) 29.58 39.99 49.35 57.84 70.94 75.62 75.48 74.76 73.48 71.66 

I. Adjustment of Loss  - - - - - - - - - - 
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J.  Income Tax (@30.9% partnership) 
9.14 12.36 15.25 17.87 21.92 23.37 23.32 23.10 22.70 22.14 

K.   Net Profit /Loss for the year 
20.44 27.64 34.10 39.97 49.02 52.26 52.16 51.66 50.77 49.51 

L.  Cumulative Surplus 
20.44 48.08 82.18 122.15 

171.1

7 223.42 275.58 327.23 378.01 427.52 

 

As evident from the table above, the project is financially viable. A cumulative surplus of about Rs.427.52 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 many other development activities in the 

cluster that shall be funded through the surplus earned at the CFC. 
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6.7 Computation of Income tax 

The income tax implication is computed at the rate of 30.90 per cent that is, 30 per cent 

plus education cess @ 3 per cent. The incidence of tax ranges from Rs. 9.14 Lakh per annum 

for year 1 to Rs. 22.14 lakh per annum in year 10. 

 

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 24: Cash Flow Statement 

 

  Particulars 
Constructio

n Period 
Year 

1 
Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 

Year 
10 

                        

  A.  Source Funds :                       

  1. Cash Accruals (Net Profit + Interest 
Paid)   34.09 44.51 53.86 62.36 75.45 77.16 77.02 76.30 75.02 73.20 

  2. Increase in capital 61.43 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

  3. Depreciation   33.39 28.22 23.94 20.33 17.28 14.69 12.48 10.61 9.03 7.67 

  4. Increase in WC Loan   14.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

  5. Increase in Grant-in-aid from GoH 180.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

  Total Sources of Funds 241.43 81.48 72.73 77.80 82.69 92.73 91.85 89.51 86.91 84.04 80.87 

                        

  B.  Use of Funds :                       

  1. P&P Expenses 14.87 - - - - - - - - - - 

  2. Increase in fixed assets 221.28 - - - - - - - - - - 

  3. Increase in other Assets 5.29 1.25 1.37 1.40 1.43 1.46 1.49 0.40 0.44 0.49 0.54 

  4. Increase in Sundry Debtors   12.75 0.85 0.85 0.85 0.85 0.85 0.00 0.00 0.00 0.00 

  5. Interest   1.54 1.54 1.54 1.54 1.54 1.54 1.54 1.54 1.54 1.54 

  6. Taxation   9.14 12.36 15.25 17.87 21.92 23.37 23.32 23.10 22.70 22.14 

   Total Use of Funds 241.43 24.68 16.12 19.04 21.69 25.77 27.25 25.27 25.08 24.73 24.22 

                        

  C. Net Surplus (A -B)   56.80 56.60 58.76 61.00 66.96 64.60 64.24 61.83 59.31 56.65 

                        

  D. Cumulative  Surplus   56.80 
113.4

1 
172.1

7 
233.1

6 
300.1

2 
364.7

2 
428.9

6 
490.7

9 
550.1

0 
606.7

5 
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The cash flow statement highlights the available net surplus for 10 years of the CFC 

operations.  Depreciation is also considered on a higher side on the WDV method for cash 

flow calculations along with adjusted preliminary expenses. As most of the capital 

expenditure is being supported as grant under the State Mini Cluster Development Scheme, 

Govt. of Haryana, therefore it does not have any negative effect on the Cash flow, in terms 

of interest, etc. 

6.9 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 current and fixed 

assets. As evident from the projections, a considerable amount of reserves and surplus is 

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 no 

25: 
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Table 25: Balance Sheet 

  Particulars 
At the end 

of impl. 
Period 

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 

  1.  Fixed Assets :                       

     Gross Block 221.28 221.28 187.88 159.67 135.73 115.40 98.12 83.44 70.95 60.34 51.31 

     Less : Depreciation (WDV)   33.39 28.22 23.94 20.33 17.28 14.69 12.48 10.61 9.03 7.67 

     Net Block  221.28 187.88 159.67 135.73 115.40 98.12 83.44 70.95 60.34 51.31 43.64 

Total Fixed Assets (A) 221.28 187.88 159.67 135.73 115.40 98.12 83.44 70.95 60.34 51.31 43.64 

  2. Current Assets :                       

    Cash & bank  Surplus (B.F)   56.80 113.41 172.17 233.16 300.12 364.72 428.96 490.79 550.10 606.75 

    Sundry Debtors    12.75 13.60 14.45 15.30 16.15 17.00 17.00 17.00 17.00 17.00 

    Margin Money for WC Loan 5.29 5.29 6.54 7.80 9.07 10.37 11.67 11.88 12.10 12.34 12.61 

    Other Current Assets   1.25 1.38 1.51 1.66 1.83 2.01 2.21 2.44 2.68 2.95 

    P&P Exp 14.87 11.89 8.92 5.95 2.97 0.00 0.00 0.00 0.00 0.00 0.00 

 Total current Assets (B)   87.98 143.84 201.87 262.17 328.47 395.41 460.05 522.32 582.12 639.31 

Total Assets (A+B) 241.43 275.87 303.50 337.60 377.57 426.59 478.85 531.01 582.66 633.43 682.95 

  3.  Current Liabilities :                       

    Working Capital Loan   14.00 14.00 14.00 14.00 14.00 14.00 14.00 14.00 14.00 14.00 

Total Current Liabilities  (C)      14.00 14.00 14.00 14.00 14.00 14.00 14.00 14.00 14.00 14.00 

  4. Fixed Liabilities                       

    Shareholders' Contribution 61.43 61.43 61.43 61.43 61.43 61.43 61.43 61.43 61.43 61.43 61.43 

    Grant from GoH 180.00 180.00 180.00 180.00 180.00 180.00 180.00 180.00 180.00 180.00 180.00 

    Reserves and Surplus   20.44 48.08 82.18 122.15 171.17 223.42 275.58 327.23 378.01 427.52 

Total Fixed Liabilities (D) 241.43 261.87 289.50 323.60 363.57 412.59 464.85 517.01 568.66 619.43 668.95 

Total Liabilities (C+D) 241.43 275.87 303.50 337.60 377.57 426.59 478.85 531.01 582.66 633.43 682.95 
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6.10 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. From this point, a 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 no 26: 

Table 26: Break Even Estimates 

Particulars Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 

Capacity Utilization 75% 80% 85% 90% 95% 100% 

              

A. Total Earning by way of user 

charges 153.0
0 

163.2
0 

173.4
0 

183.6
0 

193.8
0 

204.0
0 

              

B. Variable costs             

Consumables 13.05 13.92 14.79 15.66 16.53 17.40 

Utilities (power- variable charge) 24.30 25.92 27.54 29.16 30.78 32.40 

Interest on WC Loan 1.54 1.54 1.54 1.54 1.54 1.54 

Repair & Maintenance 4.78 5.10 5.42 5.73 0.70 6.37 

Manpower (Direct) 12.13 12.94 13.74 14.55 15.36 16.17 

Total Variable Cost (B) 55.80 59.41 63.03 66.65 64.91 73.88 

              

C. Contribution (A-B) 97.20 
103.7

9 
110.3

7 
116.9

5 
128.8

9 
130.1

2 

              

D. Fixed Overheads (Cash)             

Manpower (Indirect) 8.51 8.51 8.51 8.51 8.51 8.51 

Utilities (Power - fixed charges) 5.45 5.45 5.45 5.45 5.45 5.45 

Rent 15.00 16.50 18.15 19.97 21.96 24.16 

Insurance 1.10 0.94 0.80 0.68 0.58 0.49 

Misc. Expenditure 1.20 1.20 1.20 1.20 1.20 1.20 

Sub-total (D) 31.26 32.60 34.11 35.81 37.70 39.81 

              

E. Fixed Overheads (Non-cash)             

Depreciation 33.39 28.22 23.94 20.33 17.28 14.69 

Preliminary & Pre-operative expenses 
written off 

2.97 2.97 2.97 2.97 2.97 0.00 

Sub-total (E) 36.36 31.19 26.91 23.30 20.25 14.69 

              

F. Total Fixed Overheads (D+E) 67.62 63.79 61.02 59.11 57.95 54.49 

              

Break even point (F/C) 
69.57

% 
61.47

% 
55.29

% 
50.54

% 
44.96

% 
41.88

% 
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Book break-even is achieved at 69.57 % (of operational capacity at 75 percent) and at 

41.88% (of operational capacity at 100%). The operation of the CFC is expected to break-

even early and realise profit regularly. Therefore, very low risk is involved in the project.   

Moreover, the SPV members have the potential to run the facility for longer than one shift 

resulting in enhanced capacity utilization and generation of more revenues. In that case, 

project will break even earlier than estimated. Additionally, the approach has been to 

develop projections based upon conservative estimates (costs on a higher side and user 

charge/ revenues on a lower side) whereas, in real the revenues may be far higher. 

6.11 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 below. The indicators validate the financial 

viability and sustainability potential of the proposed project. 

Table 27: Financial Analysis 

S. No. Particulars  Estimates 

1 BEP (cash BEP at initial operating capacity of 75%) 69.57% 

2 Av. ROCE (PAT/CE) 26.26% 

3 Internal Rate of Return (IRR) 20.86% 

4 
Net Present Value (at a discount rate of 10 per 
cent) - incorporating viability gap funding (grant) 
by GoH 

NPV is positive and high (Rs.  
127.04 lacs) at a conservative 
project life of 10 years 

5 Payback period 
5.54 years with Grant-in-aid 
assistance from GOH 

 

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

Table 28: Calculation of Return on Capital Employed 

Particular
s  

Year 
1 

Year 
2 

Year 
3 

Year 
4 

Year 
5 

Year 
6 

Year 
7 

Year 
8 

Year 
9 

Year 
10 

Av. 

ROCE = EBIT/Capital Employed 

ROCE  
12.89

% 
17.2
0% 

21.0
0% 

24.60
% 

30.0
2% 

31.9
6% 

31.9
0% 

31.6
0% 

31.0
7% 

30.32
% 

26.26
% 

 

The average value of ROCE (with grant-in-aid) is 26.26%. This indicates the high techno-

economic viability of the project should the government contribute a significant portion of 

the project cost as grant. Capital employed considered are those elements excluding the 

grant component to the project 

The Net Present Value (NPV) is estimated at a discount rate of 10%.However, as reflected 

from the high values of NPV, it is positive at even 10% discount rate, the rate at which bank 

offers debt capital facility and even at higher discount rates. Project IRR is high at over 

20.86% (at a conservative project life of 10 years). This substantiates the viability of the 

project. 
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6.12 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.  

6.13 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 Auto 

Component 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; for instance, in terms of pursuing several joint efforts, registering 

the SPV, proceeding towards procurement of land, and securing commitment from 

members, vis-à-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, Govt. of Haryana 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 no 29: 

Table 29: Sensitivity Analysis 

S. No. Particulars  Base 
case 

With 5% 
decline in user 
charge 

With 10% 
decline in 
user charge 

With 15% 
decline in 
user charge 

1 BEP (cash BEP at operating 
capacity of 75%) 

69.57% 75.51% 82.57% 90.94% 

2 Internal Rate of Return 
(IRR) 

20.86% 17.82% 14.59% 11.07% 

3 Av. ROCE (PAT/CE) (with 
Grant) 

26.26% 22.42% 18.55% 14.60% 

4 Net Present Value (at a 
discount rate of 10 per 
cent) - incorporating 
viability gap funding (grant) 
GoH 

127.04 88.63 50.22 11.28 
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Even assuming a fall in user charge, ROCE is favourable. From the above it is evident that 

the project is very viable even under (unlikely) risky environment circumstances.  

6.14 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. 241.43 lakh based on estimates and quotations.  

2. To finance the project, a total of Rs. 241.43 lakhs is required. The financing will consist 

of grant from government to Haryana and contribution by SPV.  

3. In the financial projections and analysis, year 2018 is the envisaged period of project 

implementation also involving construction of buildings and installation of plant, machinery 

and other equipment. This period will commence from the date of final approval by the State 

Level Steering Committee under Mini-Cluster Development Scheme. The financial 

projections thereafter are prepared for 10 years of operation starting 2019.  

4. The Registered SPV will manage 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 25 days a month, that is, for 300 days a year on an eight-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 & sixth year and 

100% thereafter. This is a conservative estimate for first 6 years as SPV members alone 

could avail of over 100 per cent of the installed capacity on single-shift basis.  

7. The workings with regard to expenses related to the project have been tabulated and 

categorized in terms of those related to consumables, work force, electricity, and 

miscellaneous administrative expenditures.  

8. Repairs and maintenance is provided @ 2% of building cost and @ 3% of plant and 

machinery cost at varying capacity utilization.  

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 required for the CFC shall cost at Rs. 3300 as security deposit 

and service charge per kW connected load as per the regulatory norms in Haryana.  

11. Fixed charges per kW of electric connection shall be charged @ Rs. 173 and variable 

charges @ Rs. 9 per unit consumed.  

12. Income estimates have been projected most conservatively. The prescribed user 

charges are competitive vis-à-vis charges for similar services in other regions.  
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13. Depreciation on fixed assets is calculated on written down value (WDV) method.  

14. Provision for income tax has been made @ 30.9%. This is the rate prescribed for 

Partnership firms as per the recent Budget 2017.  

15. Profitability estimates in terms of ROCE, NPV, and IRR are computed considering 

operating results for first 10 years of operation..  

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. Project Implementation and Monitoring 
 

7.1 Envisaged Implementation Framework 

1. Time frame: Project implementation is envisaged to involve a time frame of about 

10 months upon receipt of final approval of grant-in-aid assistance from the 

Government of Haryana under mini cluster scheme.  

 

2. User Base: SPV members and non-members may use the facilities. However, the 

charges will vary. The SPV will also be open for new entrants subject to them 

subscribing to the shareholding of the SPV, and them being genuinely pro-active and 

interested in cluster initiatives. The lead-working partners 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.  

 

3. Project implementation schedule: The project implementation schedule envisaged 

over a period of 10 months involves several activities. The schedule is elaborated in 

the table no 30: 

Table 30: Project Implementation Schedule 

Activity/Month 1 2 3 4 5 6 7 8 9 10 
Collecting 
Contribution from 
SPV members                      
Registration of 
Building Lease 
deed  in the name 
of SPV                    

Receipt of final 
sanction from GoH                                           
Preparation of 
Civil works 
drawing                                            
Formation of 
purchase 
committee      

  

              
Inviting E tenders 
for  purchase of 
machines                         
Construction of 
facilities       

  

            

Construction 
Facilities           
Obtaining 
statutory 
clearances and 
approvals                    
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Purchase of 
machinery and 
equipment                     
Installation and 
trial run of 
machinery and 
equipment                     

Arrangement of 
working capital                      
Monitoring of the 
project by Lead 
Working Partners                     

Monitoring of the 
project by PMC                      

Commencement of 
operations of the 
facility                      

 

4. 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 SPV share of the project cost. 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% cost of capital of CFC will be 

submitted in due course of time and as per final approval from Government of 

Haryana.  

 

5. Register partnership firm: The partnership deed 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. 

 

6. Availability of Building & Status of Acquisitions: A building has been identified by 

SPV for the CFC with area of 8125 sq. ft. and will be taken on lease after approval 

of DPR.  

  

7. Availability of Requisite Clearances: Necessary required clearances will be 

procured by the SPV. Electricity is already available in the area and the proposed 

CFC can easily be connected to the grid. The other required clearances 

(environment, labor etc.) shall be obtained in due course. 

 

8. O & M Plan: 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 
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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. 

7.2 Monitoring Mechanism 

As mentioned in the implementation schedule, the following key activities shall be 

conducted during establishment of the CFC:  

► Civil Alterations   

► Electrical works  

► 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 site conditions  

► 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 and status reports and providing directions accordingly.  

It is proposed to constitute a governance mechanism in the form of a Cluster Development 

Co-ordination Committee (CDCC) under the chairmanship of Director of Industries, 

Government of Haryana to oversee all cluster development projects in Haryana. The CDCC 

will look after the project under Mini Cluster Scheme to be implemented under the state’s 

Enterprise Promotion Policy 2015.  

The committee may operate under the overall monitoring of the State Level Steering 

Committee (SLSC). Other key stakeholders such as representatives of cluster SPV, related 

government departments, support institutions, cluster level industry associations and 

consultants may be inducted as members under the committee. 

The members may comprise the following:  

i. Director, Industries and Commerce, Government of Haryana (Chairman)  

ii. Concerned Joint Director, Department of Industries and Commerce  

iii. JD, DIC Faridabad  

iv. HUDA state officer  

v. Commercial bank general Manager  

vi. President of related industry association  

vii. Directors of related SPV  

viii. EY Cluster Development Expert under MSME project  
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The meeting of CDCC may be held on a quarterly basis to review performance of the 

clusters. The CDCC will guide monitoring and implementation of the project.  

The project will be implemented through SPV. SPV will report progress of implementation 

to the CDCC as well as State Level Steering Committee and DIC Faridabad. 
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8. Conclusion 
 

The cluster faces an absence of laser cutting, automatic forging hammer facility, heat 

treatment & electroplating facilities. In the absence of these facilities, products from the 

cluster face high rate of rejection   at   the   buyers   end. The conventional method of cutting 

metal results in low quality & wastage of sheet. The large players in Faridabad have state of 

the art laser cutting facilities, forging hammer facility, heat treatment & electroplating 

facilities available in- house and they enjoy access to OEM market   across the country. 

The future of Auto Component industry is bright, particularly in the Faridabad region, the 

market possibility for high quality Auto Component products. . However the lack of laser 

cutting, heat treatment & electroplating facility and related infrastructure, needs to be 

addressed by setting up a CFC since without these facilities. The cluster firms have not been 

able to obtain bulk orders from large customers. This has been mainly due to lack of quality, 

production capacity and poor quality of product. The technologies required for up gradation 

are extremely expensive and any individual units in the cluster cannot adopt the same. 

Hence, the following facilities have been proposed in the CFC: 

► Advanced Laser Cutting facilities 

► Value added Heat Treatment facilities  

► Value added Electroplating with ETP 

The total project cost (including plant/machinery and buildings) is estimated to be Rs. 2.41 

crores. For implementing the project, the Special Purpose Vehicle will set up the CFC with 

support from state government of Haryana under PPP mode. The facility will provide major 

infrastructural push to the units reeling under high competition. Additionally, the 

automobile market is set to grow significantly in the future and will provide immense 

opportunities to the units of Faridabad to supply high quality products in large quantities at 

competitive prices.  The Project will enhance the capability of the cluster in the above areas 

and improve its competitiveness to meet the soaring demand. The CFC will be set up with 

support from DIC and the state government (Department of Industries) under PPP mode. 

The land and building for the project has already been identified by the SPV and shall be 

acquired on lease upon in final approval by State Government.  The state industry 

department shall  provide grant for setting up of the state of the art equipment  under the 

Mini-Cluster Development scheme, Haryana EPP 2015. The SPV members have proposed 

to contribute Rs.61.43 lakhs of the project cost and the support from Mini Cluster 

Development Scheme of the State Government of Haryana is envisaged at Rs. 180.00 lakh. 

Syndicate Bank will provide working capital requirement for the project.  

The project is financially viable and is expected to generate enough revenue to ensure its 

sustainability.   
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9.  Annexures 

Annexure 1: DSR approval & DPR preparation Letter 

 

 



Draft Detailed Project Report of Faridabad Auto Components Cluster  

 

Page 93 of 141 
 

Annexure 2: MoM of DPR Validation 

Stakeholder Validation meeting of Draft Detailed Project Report (DPR) of Faridabad Auto 

Components Cluster under State Mini Cluster Scheme (EPP 2015) held under the 

chairmanship of Sh. Ashok Sangwan, IAS, Director Industries & Commerce, Haryana, 

Govt. of Haryana 

 

 

Members of Faridabad Auto Components (SPV created for project execution) welcomed Sh. 

Ashok Sangwan. Sh. Pappujit Sarna, Director, SPV extended gratitude to Department of 

Industries, Govt. of Haryana, & EY team for putting their efforts to prepare DPR for Faridabad 

Auto Components cluster in time. EY team shared the key aspects of the draft DPR of the 

cluster and highlighted about the proposed hard recommendations. . Sh. Ashok Sangwan 

highlighted state government’s proactive role in ensuring growth of the state’s MSMEs and 

various incentives available to MSMEs under EPP 2015. He urged the participants to avail 

benefits under other incentives available under EPP 2015.  

Sh. Chandan Nagasuri provided an overview of the cluster and elaborated on various aspects 

of the proposed project. The major project component as highlighted are mentioned below: 

1. Building: The area required for the proposed facility is estimated to be around 8125 

sq. feet. The SPV has identified a suitable building (having proximity to all SPV members) 

having adequate space for the CFC and the building shall be taken on a 10 year 

irrevocable lease. The SPV has also obtained a letter from the building owner establishing 

the availability of the building for lease. The building is located at IMT industrial area 

Faridabad, Haryana.  

2. Plant & Machinery: The participants outlined the proposed recommendations i.e. 

plasma laser cutting, heat treatment & electroplating facilities. These facilities can 

enable the auto components units of Faridabad comply with all quality norms laid down 

by OEMs & become more competitive. The participants also mentioned that they would 

Date: 25th Nov. 2017 Time: 02:30 PM-03:30 PM Venue: Hotel Park Plaza,  
Sector-21 Faridabad  

Agenda:    

 Presentation on the Draft DPR of Faridabad Auto Components Cluster  
 Discussion on proposed facilities in the CFC particularly plant and machineries  
 Validation of recommendations by key stakeholders 
 Outlining the next steps and the way forward 

Attendees 
•  Sh. Ashok Sangwan, IAS, Director, Industries & Commerce, Haryana 

(Chairperson)  
•  Members of Faridabad Auto Components SPV  
•  Representatives of  Faridabad IMT Industries Association )  
• Sh. Chandan Nagasuri, EY PMU 
• Sh. Vinod Kumar, EY PMU 
• Sh. Chetan Bajpayee, EY PMU 
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also install an Effluent Treatment Plant for treatment of effluents at the CFC. The DI 

inquired about the details of technology of the ETP.  

3. Total Cost of the Project: The total cost of the project is estimated to be 235.04 

Lakhs. The contribution of the State Government is envisaged at Rs. 180.00 Lakhs & the 

contribution of the SPV is the remaining Rs. 55.04 Lakhs. 

Further, the role of SPV in executing the project was highlighted. Participants informed that 

the cluster units have registered a SPV by the name and style of ‘Faridabad Auto Components 

Cluster CFC’ as a Partnership firm, to implement Mini cluster scheme of Govt. of Haryana. 

SPV has proved its ability to undertake hard intervention under the project and is geared up 

to take the project to its logical conclusion. 

Discussion and Action Points  

Machinery: The participants elaborated on the need for various facilities like laser cutting, 

Heat Treatment & Electroplating proposed under the CFC. The following points were further 

discussed: 

► DI inquired about the usage of the proposed laser cutting, heat treatment & 

electroplating facilities by the cluster units. The SPV members mentioned that units 

are at present dependent on private players who often charge high price and do not 

accept small orders from micro and small units.  

► Sh. Tarunjit Sarna informed about the challenges faced by auto components 

manufacturing units due to lack of laser cutting, heat treatment & electroplating and 

explained the need of these facilities as the key requirement to auto components 

manufacturing units to expand the market. He also added that these facilities will 

enable an increase in the production of the individual units.  

► Working model of CFC was also explained to the members. Participants were also 

informed that the cluster units will bring their material at the CFC by paying user fee 

as decided by SPV. CFC will also be open to non-members. SPV shall fix charges for 

members and non-members separately.  

 

Finally, SPV members validated the recommendations as mentioned in the DPR and 

gave consent for submission of DPR to state government for further actions. 

The DI also appreciated the project and in his concluding remarks, appreciated the efforts of 

members of Auto Components cluster for coming together to form SPV to avail benefits under 

mini cluster scheme. He assured the support of Government of Haryana in realizing the CFC. 

He also informed the participants that the DPR will be taken up for approval in the upcoming 

State Level Steering Committee Meeting.   

The list of participants & photographs of the meeting given below: 
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Annexure 3 : Partnership Deed 
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Annexure 4: Verification of units by DIC, Faridabad 
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Annexure 5: Building Availability Proof 
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Annexure 6: Shareholding Pattern 
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Annexure 7: Machinery Quotations 
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Simplicity Engineers P Ltd.     Tel:(011) 28116979/28113048 

Regd. Office & Works,     E-Mail: implicity@simplicityfurnaces.net 

B-99 Mayapuri, Phase I     Website : www.simplicityfurnaces.net 

New Delhi 110064,India      CIN No.U74899DL1973PTC06804 

NR:002 

2nd November,  2017 

Kind Attention : Mr. Tarundeep Singh Sarna - 9818511287 

  Director 

  M/S FARIDABAD AUTO COMPONENTS CLUSTER  

  16/2 Karkhana bagh 

  Faridabad  

 

SUB:  SIMPLICITY ELECTRICALLY  HEATED VERTICAL RETORT TYPE GAS CARBURISING FURNACE 

 WITH  MATCHING QUENCHING, WASHING & TEMPERING EQUIPMENTS   

 

We thank you for  the kind courtesy extended  to the undersign while his visit on 27th October, 2017   

and the   discussions  we had with you regarding your requirement of  Gas Carburising 

furnace   for  through hardening / carburising of   components parts .  

Based on specifications given by you we are enclosing herewith our offer  for  SIMPLICITY 

ELECTRICALLY HEATED VERTICAL RETORT TYPE GAS CARBURISING FURNACE   OF   size 900 mm Dia x 

1500 mm Depth  suitable for a batch  load  of  1000 to 1250  kgs  gross .   

We have  offered  the  G as  Carburising Furnace  with  brick  lining and ceramic fibre  for energy 

efficient heating and minimum wall  losses. 

Heating effected  by  coil type heating elements uniformly distributed in the furnace chamber for free 

radiation and uniform heating.   Special element support arrangement ensure minimum wall losses 

and easy maintenance.   

 

Furnace provided with heat resistant steel  sealed Retort & Retort cover with gas tight sealing and 

powerful recirculation fan assembly for good convection heating and temperature uniformity  within 

the retort. 

 

Retort cover assembly provided with hydraulic lifting and swivelling arrangement for convenient quick 

opening and closing of the retort cover.   

 

tel:(011)
http://www.simplicityfurnaces.net/
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Furnace temperature controlled in suitable heating zones through  Digital Temperature Controllers   for 

maintaining desired temperatures. 

A Timer & Hooter is provided  to get an audio visual indication of completion of the process time 

/soaking period. 

 

Furnace provided with feeding arrangement for carburising liquid and Oxygen Probe for furnace 

atmosphere.  

Alongwith the above we have also enclosed our offer for matching   Quenching , Washing   & 

Tempering Equipments. 

The  Quenching Tank offered  of capacity 8,000 Ltrs. provided with  2 Nos.   Agitators, external cooling 

unit with pump for circulation and  accessories. 

Spray type Washing Machine offered with suitable accessories and also skimmer for removing oil. 

After quenching of parts, a Batch Type Tempering Furnace is also offered for tempering of parts.  

Tempering Furnace of sturdy construction, good insulation and  heating effected by low watt designed  

heating elements uniformly distributed in the furnace. 

 

Furnace  provided with powerfull recirculation fan assembly  for  good hot air circulation for  convection 

heating and  temperature uniformity. 

 

Furnace provided with manually operated lift and swing aside door properly insulated.  

Furnace temperature controlled automatically  through  digital temperature controller  with safety 

back up controller. Prices mentioned are   ex-our works.  Packing & Forwarding , Actual Freight &  

Insurance  shall be extra as applicable. 

 

IGST @ 18% will be charged extra or as applicable at the time of supply.  (HSN Code : 85141000) 

 

We have also enclosed our General Terms and Conditions as part of our offer. 

 

We  trust you  will find  our offer in line with your requirement and we look forward  to your further 

advice. 

 

Thanking you, 

 

Kind regards, 

 

Radha Krishan         

 

___________________________________________________________________________________________________________________ 

 



Draft Detailed Project Report of Faridabad Auto Components Cluster  

 

Page 115 of 141 
 

Simplicity Engineers P Ltd.     Tel:(011) 28116979/28113048 

Regd. Office & Works,     E-Mail: implicity@simplicityfurnaces.net 

B-99 Mayapuri, Phase I     Website : www.simplicityfurnaces.net 

New Delhi 110064,India      CIN No.U74899DL1973PTC06804 

QUOTATION FOR SIMPLICITY ELECTRICALLY HEATED  VERTICAL RETORT TYPE  

GAS  CARBURISING  FURNACE    

   TECHNICAL DATA 

Charge Size : 

Dia         900 mm 

 Depth     1500 mm 

Temperature     800 – 920 Deg. C 

Connected Load     135 KW 

No. of  Heating Zones   2  Nos   

                                                                         independently controlled with over-riding  

controller  for  retort. 

Type of Heating Elements   Ni/Cr 80-20   coil  type       

Type of control     Automatic On / Off 

Type of Lining     Brick Lining and Ceramic Fibre    

Type or Drip Feed System   By gravity 

HP of Fan Motor    3  HP 

Door Lifting     Hydraulic 

HP of power pack motor   3 HP 

Material for Retort    AISI  310   – 6 mm thick 

Type of Retort     Dished bottom 

Material for Lid 

 - Hot Portion    AISI  310 – 6 mm thick 

 - Cold Portion    Mild Steel 

tel:(011)
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Material for water jacket   Mild Steel 

Sealing between retort/ 

Retort cover     Neoprene seal water cooled  

Requirement of Water    1 M3/hour at   30 Deg. C at 2 Kg./Cm2 

Electric Supply     415 + / - 5%V, 3 Ph. 50 c/s. 

SCOPE OF SUPPLY: 

 

- FURNACE SHELL  DULY  LINED   & FITTED  
    WITH  COIL   TYPE HEATING    ELEMENTS     1 NO. 

- RETORT MADE OUT OF AISI 310  MATERIAL               1 NO.  
-  RETORT COVER AND FAN ASSEMBLY MADE 

    OUT OF AISI 310  MATERIAL COMPLETE  

    WITH    MOTOR,    IMPELLER  &  SHAFT.    1 NO. 

- DRIP FEED PANEL            1 NO. 
- HYDRAULIC DOOR LIFTING ARRANGEMENT                  1 NO.. 
- AUTOMATIC TEMP. CONTROL PANEL                    1 NO. 

       -        CARBON POTENTIAL CONTROL SYSTEM  

      ( OXYGEN PROBE)      1 NO 
-         TIMER & HOOTER       1 NO. 

OPTIONAL : 
 
 
PAPERLESS TEMPERATURE CONTROLLER    1 NO. 
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Regd. Office & Works,     E-Mail: implicity@simplicityfurnaces.net 

B-99 Mayapuri, Phase I     Website : www.simplicityfurnaces.net 

New Delhi 110064,India      CIN No.U74899DL1973PTC06804 

 

SIMPLICITY   QUENCHING TANK            

CAPACITY    8,000 LTRS. 

Quenching Tank   fabricated out  of   mild steel plates suitably reinforced with sections. The tank will 

be provided with hinged type door at the center and fitted with the following: 

2  Nos. Agitators fitted with motor. 

One external cooling unit i.e. Plate type  Heat Exchanger  of  adequate capacity  duly connected to the 

tank. 

Pump for circulation of water from and to the quenching tank through the heat exchanger with  

Stainer  pipe line, valves etc. 

 

Digital indicator for  temperature 

 

( Water Cooling arrangement to Heat Exchanger to be provided by customer) 
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SIMPLICITY ELECTRICALLY  HEATED  FORCED AIR CIRCULATION  FURNACE  FOR  TEMPERING 

                 

TECHNICAL DATA 

Effective Chamber Size : 

 Dia       900 mm 

 Depth                  1500  mm 

Connected Load       81  KW 

Max.  temperature    600  Deg,. C 

Type of Heating Elements    Coil Type 

No. of Zone     1 No. 

Type of Control     Automatic ON/OFF 

No. of  Fan      1 No.  

Material for Baffle, Shaf and Impeller 

of Fan       AISI 304 

Electric Supply     415 + \ - 5%V, 3 Ph. 50 c/s. 
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  EXCLUSIONS: 
 
 

 Packing, Forwarding, Freight and Insurance Charges. 
 Civil engineering work.  The foundation lay-out drawings shall be provided by us. 
 Supply and laying of electrical cables from the mains to panel and panel to the furnace and 

auxiliaries. 
 Supply and laying of all utility connections like oil / gas / cooling water, etc. from the source to 

the furnace and auxiliaries. 
 The equipments offered are suitable for heat treatment process mentioned, however, the 

actual process parameters are to be defined by the customer.  
 Storage, Service Tank, Pipe Lines to furnace and auxiliaries. 
 Rails, Tracks, Flue Ducts, Chimney, Exhaust Arrangement as required. 
 Trays, Baskets, Fixtures, Coiler, De-coiler, Crane, Compressor and any other support 

equipments. 
 Unloading at site and shifting of materials from stores to the  erection site. 
 While installation Crane facility, Erection Tools and Tackles, Gas Cutting Set, Welding Set, 

Compressed Air, Casual Labour, etc. 
 The equipments positioned and utilities connected by customer. 
 Any other item not specifically mentioned in our offer. 
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                OFFER NO. 29814 

                         DATED: 02-11-2017 

1. SIMPLICITY ELECTRICALLY HEATED  VERTICAL  
RETORT TYPE GAS CARBURISING FURNACE   

OF SIZE 900 MM DIA X1500 MM  DEPTH 

AS PER OUR OFFER /TECHNICAL DATA   RS. 18,95,000.00 EACH 

2. CARBON POTENTIAL CONTROL SYSTEM 
(OXYGEN PROBE)       RS.  1,75,000.00 EACH 

3. SIMPLICITY   OIL  QUENCHING TANK OF  
CAPACITY   8,000 Ltrs.                                    RS.  6,95,000.00  EACH 

4. SIMPLICITY  ELECTRICALLY HEATED FORCED 
AIR  CIRCULATION FURNACE    FOR   TEMPERING  RS. 7,85,000.00 EACH     

SIZE  900X1500 MM             

5. SUPERVISION  CHARGES FOR  
COMMISSIONING      RS.  50,000.00 P.SET 

OPTIONAL 

 

PEPRLESS TEMPERATURE RECORDER    RS.   1,25,000.00 EACH 

( BRAIN CHILD)  6 PTS.  

 

 

                                                   For SIMPLICITY ENGINEERS  PVT. LTD. 

 

tel:(011)
http://www.simplicityfurnaces.net/


Draft Detailed Project Report of Faridabad Auto Components Cluster  

 

Page 121 of 141 
 

 

 

              RADHA KRISHAN  

 

 

___________________________________________________________________________________________________________________ 

 

Simplicity Engineers P Ltd.     Tel:(011) 28116979/28113048 

Regd. Office & Works,     E-Mail: implicity@simplicityfurnaces.net 

B-99 Mayapuri, Phase I     Website : www.simplicityfurnaces.net 

New Delhi 110064,India      CIN No.U74899DL1973PTC06804 

WASHING MACHINE  

         OFFER  NO.  29815 

         DATED:   02-11-2017 

SIMPLICITY  ELECTRICALLY  HEATED  VERTICAL  CIRCULAR  BATCH TYPE SPRAY  WASHING MACHI 

Effective Charge Space :                                               

  Dia                                           900 mm                               

                            Depth                                                1500 mm             

Connected load for heating                                       27 KW           

Spray Pump                                                               7.5  HP               

Capacity of water Tank                     1500 Ltrs.   

The Spray chamber is fabricated from steel plates duly reinforced.  The spray chamber  is provided  

with  stainless steel nozzles around the periphery of charge  for uniform cleaning. 

Beneath the spray chamber water tank is provided with immersion heaters   & spray pump. 

A   skimmer  is provided for removal of oil / froath from the tank at floor level. 

Float  valve for automatic filling of water as and when required to make up for water level. 

A control panel housing  the  necessary switch gear  item  is provided  with the equipment. 
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PRICE FOR THE WASHING MACHINE   :        RS. 6,95,000.00 EACH 

 

 

For SIMPLICITY ENGINEERS PVT. LTD. 

 

 

RADHA KRISHAN   
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TERMS AND CONDITIONS 

PRICES: Prices quoted are Ex-our Works, Packing & Forwarding @ 4%, Insurance & Freight, etc. shall be extra at actuals. 

TAXES  :  

IGST/CGST shall be charged extra as applicable at the time of dispatch. The present rate of   IGST/CGST  is  18 %. 

In case the client wishes to claim any exemption on the levy of  IGST/CGST, they should produce the necessary 

documents as applicable to concerned department prior to supplies. 

DELIVERY: The equipment can be offered for delivery within   4 -5    Months   from the date of acceptance of your 

technically (drawing approval as applicable) and commercially clear order along with advance. 

PAYMENT: FOR SUPPLIES 

25% of the Order Value along with Purchase Order by DD payable at Delhi. 

25% of the Order Value after submission of the Layout Drawings by DD payable at Delhi. 

Balance 50% of the Order Value along with 100% Taxes and Duties and other levies against Proforma Invoice prior to 

dispatch of materials at our works,  by DD payable at Delhi. 

FOR ERECTION & COMMISSIONING: 

50% payable prior to commencement of Erection work by DD payable at Delhi. 

30% payable on completion of Erection work by DD payable at Delhi. 

20% payable on commissioning by DD payable at Delhi. 

Please note that since these are custom made equipments, in case there is a delay in taking delivery of the equipments 

beyond two weeks of our offering the equipments for inspection, our balance payment must be released immediately. 

Similarly, after receipt of equipment, if there is a delay in commissioning for availability of site and provision of utilities 

or for any other reason, our balance payment should be released within 60 days of despatch. We shall, however, extend 

our assistance for commissioning of the equipments. 

ERECTION & COMMISSIONING: We shall depute our technician for the Erection & Commissioning work for which we 

shall charge you extra as mentioned in the Price Schedule. 

During Erection & Commissioning of the equipments, the services of unskilled labour, Gas Cutting / Welding Sets with 

consumables, Standard Tools, Chain Pulley / Crane, suitable Material Handling Facilities, Compressor, Water Supply, 

Power Supply and / or any other utility, Oil / Gas supply have to be provided by the Client free of cost, as and when 

required by our Erection Team. The Client shall also arrange for free lodging arrangement for our Erection Team. 

INSPECTION: When inspection prior to dispatch is required, visual inspection of various equipments can be arranged 

at our works / sub-vendors at client’s cost. An advance notice will be given for the date of inspection and if inspection 

is not carried out within 7 days of specified date, the inspection requirement shall be deemed to have been waived off 

by the client unconditionally. We will, at our discretion proceed with the dispatch and negotiate for payment. All 

materials dispatched shall however, be fully tested under no load condition. 

THIRD PARTY INSPECTION: The charges of inspection by any third party inspecting agency is not included in our offer. 

Inspection by third party has to be specifically clarified prior to placement of orders. All third party inspection charges 

are to be borne by the purchaser. Additionally, we shall be charging a sum of Rs.2,000/- per day for the days of 

inspection visit by the representative of the agency to cover our cost for co-ordinating and attending to them while 

such visits. 
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FORCE MAJEURE: We shall be under no liability under any contract arising out of our Quotation / Offer wherever 

fulfillment out of our and / or our sub-contractors and / or suppliers obligations are hindered or prevented by causes 

beyond our / their control such as War, Strikes, Lockouts, Fire, Accidents, Epidemics, Failure of supply of Electricity or 

other Power, shortage of materials or labour or Orders of the Government or other duly Constituted Authority. 

 

All Delivery Schedules are subject to delays by customers for payment, drawing approval and other obligations by 

customer. 

 

 

 

 

 

 

CANCELLATION OF ORDER: No order is subject to cancellation whether in part or in full unless accepted by us in 

writing. Cancellation charges will be applicable. 

 

IMPORTED COMPONENTS: Our prices are based on Exchange Rate of 1 USD = Rs.65/- (OR = Exchange Rate of any other 

Foreign Currency) and Import Duty of 10%. Any upward revision in Exchange Rate or Import Duty will be to the 

account of the Purchaser. 

 

GUARANTEE: We hereby guarantee to replace free of cost, ex-our works, any component found defective due to bad 

workmanship or faulty raw materials, provided defects are not due to damage during transit, bad storage, misuse, 

improper use, use of improper atmosphere or any utility, location and environmental damages, mishandling or 

overloading of the equipment at Customer’s site or due to normal wear & tear.  

Our Guarantee does not cover on equipment parts like heat resisting steel parts (like retorts, conveyors, baskets, trays, 

fixtures, etc.)  thermocouples, heating elements, electrical and other fragile items and all such parts which are subject 

to normal wear and tear in usage and application. If any maintenance due to such cause, the customer will be required 

to attend to the same. If any service visit required in such events including the guarantee period, the visits shall be on 

chargeable basis.  

We also do not guarantee for any product or process characteristics though every effort would be made to adjust 

equipment parameters within the range possible to achieve factors. 

Notwithstanding any conditions stated herein, there shall be no liability on us for loss of production, loss of profit, loss 

of use, loss of contracts or for any other consequential or indirect loss whatsoever.  

This Guarantee will be valid for a period of 12 months from the date of Commissioning or 18 Months from the date of 

dispatch of the equipment, whichever is earlier. 

 

EXCLUSIONS:  

Packing, Forwarding, Freight and Insurance Charges. 
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Civil engineering work.  The foundation lay-out drawings shall be provided by us. 
Supply and laying of electrical cables from the mains to panel and panel to the furnace and auxiliaries. 
Supply and laying of all utility connections like oil / gas / cooling water, etc. from the source to the furnace and 
auxiliaries.  
The equipments offered are suitable for heat treatment process mentioned, however, the actual process parameters 
are to be defined by the customer.  
Storage, Service Tank, Pipe Lines to furnace and auxiliaries. 
Rails, Tracks, Flue Ducts, Chimney, Exhaust Arrangement as required. 
Trays, Baskets, Fixtures, Coiler, De-coiler, Crane, Compressor and any other support equipments. 
Unloading at site and shifting of materials from stores to the  erection site. 
While installation Crane facility, Erection Tools and Tackles, Gas Cutting Set, Welding Set, Compressed Air, Casual 

Labour, etc. 

The equipments positioned and utilities connected by customer. 

Any other item not specifically mentioned in our offer. 

VALIDITY: Our offers are valid for a period of 45 days from the date for your acceptance, and thereafter it is subject to 

our re-confirmation in writing. 

In case the Customers Purchase Order does not specifically clarify against any technical or commercial points, the same 

would be considered as applicable as mentioned in our offer unless agreed to otherwise, in writing prior to finalisation 

of the order. 

SUBJECT TO NEW DELHI JURISDICTION AND BASED ON TERMS AND CONDITIONS OF THIS OFFER. 

 

For SIMPLICITY ENGINEERS PVT. LTD., 
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Ahmedabad 
2nd Floor, Shivalik Ishaan  
Near  CN Vidhyalaya, 
Ambawadi, 
Ahmedabad - 380 015 
Tel:  + 91 79 6608 3800 
Fax:  + 91 79 6608 3900 
 
Bengaluru 
"UB City", Canberra Block 
12th & 13th floor 
No.24, Vittal Mallya Road 
Bengaluru - 560 001 
Tel:  + 91 80 4027 5000, 
 + 91 80 6727 5000   
Fax:   + 91 80 2210 6000 
Fax:  + 91 80 2224 0695 
 
Chandigarh 
1st Floor, SCO: 166-167 
Ernst & Young Pvt. Ltd. 
Sector 9-C, Madhya Marg, 
Chandigarh, Punjab 160009 
Tel: +91 172 6717800 
Fax: +91 172 6717888 
 
Chennai 
TPL House, 2nd floor 
No 3, Cenotaph Road 
Teynampet 
Chennai - 600 018 
Tel:  + 91 44 4219 4400 
 + 91 44 6632 8400 
Fax:  + 91 44 2431 1450 
 
Hyderabad 
205, 2nd floor 
Ashoka Bhoopal Chambers 
Sardar Patel Road 
Secunderabad - 500 003 
Tel:  + 91 40 6627 4000 
Fax:  + 91 40 2789 8851 
 
Oval Office, 18, iLabs Centre, 
Hitech City, Madhapur, 
Hyderabad – 500081 
Tel: +91 40 6736 2000 
Fax: +91 40 6736 2200 
 
Kochi 
9th Floor, Abad Nucleus 
NH-49, Maradu PO 
Kochi, Kerala 682304, India 
Tel:  + 91 484-3044000 

Fax:  + 91 484 2705393 

Kolkata 
22, Camac Street 
Block 'C', 3rd floor 
Kolkata - 700 016 
Tel:  + 91 33 6615 3400 
Fax:  + 91 33 2281 7750 
 
Mumbai 
6th floor & 18th floor  
Express Towers 
Nariman Point 
Mumbai - 400 021 
Tel:  + 91 22 6657 9200 (6th floor) 

+ 91 22 6665 5000 (18th floor) 
Fax: + 91 22 22876401 (6th floor) 

+ 91 22 2282 6000 (18th floor) 
 
Block B-2, 5th Floor, 
Nirlon Knowledge Park, 
Off Western Express Highway, 
Goregaon (E), Mumbai – 400 063 
Tel: +91 22 6749 8000 
Fax: +91 22 6749 8200 
 
15th Floor, The Ruby, 29,  
Senapati Bapat Marg, Dadar (W), Mumbai 
- 400 028, India 
Tel: +91 22 6192 000 
 
NCR 
Golf View Corporate Tower – B 
Near DLF Golf Course 
Sector 42 
Gurgaon – 122002 
Tel:    + 91 124 464 4000 
Fax:   + 91 124 464 4050 
 
6th floor, HT House 
18-20 Kasturba Gandhi Marg  
New Delhi - 110 001 
Tel: + 91 11 4363 3000 
Fax: + 91 11 4363 3200 
 
4th and 5th Floor, Plot No. 2B, Tower 2, 
Sector 126, NOIDA – 201 304 
Gautam Budh Nagar, UP, India 
Tel: +91 120 671 7000 
Fax: _91 120 671 7171 
 
Pune 
C-401, 4th floor 
Panchshil Tech Park 
Yerwada (Near Don Bosco School) 
Pune - 411 006 
Tel:  + 91 20 6603 6000 

Fax:  + 91 20 6601 5900 

Our offices 
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EY is a global leader in assurance, tax, transaction and 
advisory services. The insights and quality services we 
deliver help build trust and confidence in the capital 
markets and in economies the world over. We develop 
outstanding leaders who team to deliver on our 
promises to all of our stakeholders. In so doing, we play 
a critical role in building a better working world for our 
people, for our clients and for our communities. 
 
EY refers to the global organization, and may refer to 
one or more, of the member firms of Ernst & Young 
Global limited, each of which is a separate legal entity. 
Ernst & Young Global Limited, a UK company limited by 
guarantee, does not provide services to clients. For 
more information about our organization, please visit 
ey.com. 
 
Ernst & Young LLP is one of the Indian client serving member firms of 
EYGM Limited. For more information about our organization, please visit 
www.ey.com/in. 
 
Ernst & Young LLP is a Limited Liability Partnership, registered under the 
Limited Liability Partnership Act, 2008 in India, having its registered 
office at 22 Camac Street, 3rd Floor, Block C, Kolkata - 700016 
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