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The Equity Shares have not been and will not be registered under the U.S Securities Act of 1933,
as amended (“U.S. Securities Act”) or any state securities laws in the United States and may not be
offered or sold within the United States or to, or for the account or benefit of, “U.S. Persons” (as
defined in Regulation S), except pursuant to exemption from, or in a transaction not subject to, the
registration requirements of the U.S. Securities laws. Accordingly, the Equity Shares are being
offered and sold only outside the United States in offshore transaction in reliance on Regulation S
under the U.S. Securities Act and the applicable laws of the jurisdiction where those offers and sale
occur.

The Equity Shares have not been and will not be registered, listed or otherwise qualified in any
other jurisdiction outside India and may not be offered or sold, and application may not be made by
persons in any such jurisdiction, except in compliance with the applicable laws of such jurisdiction.
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SECTION I - GENERAL

DEFINITIONS AND ABBREVIATIONS

In this Draft Prospectus, unless the context otherwise requires, the terms and abbreviations stated
hereunder shall have the meanings as assigned therewith.

CONVENTIONAL / GENERAL TERMS

Term

Description

AOA [/ Articles / Articles
of Association

Articles of Association of Gujarat Hy-Spin Limited, as amended
from time to time

Auditor /Statutory Auditors

The Statutory Auditor of our Company being M/s. Pabari Associates,
Chartered Accountants

Audit Committee

The committee of the Board of Directors constituted as the
Company’s Audit Committee in accordance with Section 177 of the
Companies Act, 2013.

Bankers to the Company

Such banks which are disclosed as Bankers to our Company in the
chapter titled “General Information” on page59 of this Draft
Prospectus

Board of Directors/ the
Board / our Board

The Board of Directors of our Company, as duly constituted from
time to time, or Committee(s) thereof.

Companies Act / Act

The Companies Act, 2013 and amendments thereto and the
Companies Act, 1956, to the extent applicable

Company Secretary and
Compliance Officer

The Company Secretary & Compliance Officer Of Our Company
Being Mahendra Rajput

Depositories Act

The Depositories Act, 1996, as amended

Depository / Depositories

A depository registered with SEBI under the SEBI (Depositories and
Participant) Regulations, 1996, in this case being National Securities
Depository Limited (NSDL) and Central Depository Services (India)
Limited (CDSL)

DIN

Directors Identification Number

Director(s)

Director(s) of Gujarat Hy-Spin Limited, unless otherwise specified

Equity Shares

Equity Shares of our Company of Face Value of Rs. 10 each unless
otherwise specified in the context thereof

Equity Shareholders

Persons/ Entities holding Equity Shares of Our Company

Group Companies

Such entities as are included in the chapter titled ‘Our Group
Companies’ beginning on page 168 of this Draft Prospectus

"Gujarat Hy-Spin
Limited", "GHSL",
"Gujarat Hy-Spin", "We"
or "us" or "our Company"
or “the Company”

Unless the context otherwise requires, refers to Gujarat Hy-Spin
Limited (formerly known as Gujarat Hy-Spin Private Limited), a
Company incorporated under the Companies Act, 1956.

MOA / Memorandum /

Memorandum of Association of Gujarat Hy-Spin Limited, as

Memorandum of | amended till date
Association
Nomination and | The nomination and remuneration committee of our Board.

Remuneration Committee

Peer Review Auditor

Independent Auditor having a valid Peer Review certificate in our
case being M/s Maharishi & Co. Chartered Accountants

“Promoter”, “Promoters”
or “Our Promoters”

Promoters of our Company being. Maganlal Parvadiya and Chandulal
Parvadia

Promoter Group

Persons and entities covered under Regulation 2(1)(zb) of the SEBI
(ICDR) Regulations as enlisted in the section titled “Our Promoter
and Promoter Group” beginning on page 163 of this Draft
Prospectus.
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Term

Description

Registered Office of our

The registered office of our Company situated at P.O. Box No. 22,

Company Gundala Road, Gondal, Rajkot- 360311, Gujarat
RoC / Registrar of | The Registrar of Companies, Gujarat located at ROC Bhavan, Opp
Companies Rupal Park Society, Behind Ankur Bus Stop, Naranpura, Ahmedabad

—380013

Stakeholders’ Relationship
Committee

The stakeholders’ relationship committee of our Board.

99 ¢

“you”, “your” or “yours”

Prospective investors in this Offer

Offer Related Terms

Term

Description

Acknowledgement Slip

The slip or document issued by the Designated Intermediary to an
Applicant as proof of registration of the Application.

Allot/ Allotment/ Allotted

Unless the context otherwise requires, offer / allotment of Equity
Shares pursuant to the Offer to successful Applicants.

Allotment Advice

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

Allottee(s) An applicant to whom the Equity Shares are being / have been offered
/allotted.

Applicant Any prospective investor who makes an application through ASBA
pursuant to the terms of the Prospectus and the Application Form.

Application An indication to make an offer during the Offer Period by an

Applicant pursuant to submission of an Application Form, to
subscribe for or purchase our Equity Shares at Offer Price, including
all revisions and modifications thereto, to the extent permissible under
the SEBI ICDR Regulations

Application Amount

The number of Equity Shares applied for and as indicated in the
Application Form multiplied by the price per Equity Share payable by
the Applicants on submission of the Application Form.

Application Collecting
Intermediaries /
Designated Intermediaries

1. an SCSB, with whom the bank account to be blocked, is
maintained

2. asyndicate member (or sub-syndicate member), if any

3. a stock broker registered with a recognised stock exchange (and

whose name is mentioned on the website of the stock exchange as
eligible for this activity) (‘broker’)

a depository participant (‘DP’) (whose name is mentioned on the
website of the stock exchange as eligible for this activity)

a registrar to an offer and share transfer agent (‘RTA’) (whose
name is mentioned on the website of the stock exchange as
eligible for this activity)

Application Form

The form in terms of which the prospective investors shall apply for
the Equity Shares in the Offer

Application Supported by
Blocked Amount / ASBA

An application, whether physical or electronic, used by all Applicants
to make application authorizing a SCSBs to block the application
amount in the ASBA Account maintained with such SCSBs.

ASBA Account Account maintained by an ASBA applicant with a SCSBs which will
be blocked by such SCSBs to the extent of the appropriate
Application Amount of the ASBA Applicant and as defined in the
Application Form.

ASBA Application | Locations at which ASBA Applications can be uploaded by the

Location(s) / Specified | SCSBs, Namely Mumbai, New Delhi, Chennai, Kolkata

Cities
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Term

Description

Banker to Offer

Agreement

Agreement dated December 7, 2017 amongst entered into among our
Company, the Selling Shareholders, Lead Manager, the Registrar, the
Banker to the Offer for collection of the Application Amounts and for
remitting refunds (if any) of the amounts collected to the Applicants
(excluding the ASBA Applicants) on the terms and condition thereof.

Banker(s) to the Offer
/Public Offer Bank(s) and
Refund Banker to the
Offer

Banks which are clearing members and registered with SEBI as
Banker and Refund Banker with whom the Public Offer Account and
Refund Account will be opened and in this case being ICICI Bank
Limited

Basis of Allotment

The basis on which the Equity Shares will be allotted as described in
the section titled "Offer Procedure - Basis of Allotment" beginning on
page 221 of this Draft Prospectus.

Broker Centres

Broker centres notified by the Stock Exchanges, where the Applicants
can submit the Application Forms to a Registered Broker. The details
of such broker centres, along with the names and contact details of the
Registered Brokers, are available on the website of the BSE on the
following link:-
http://www.bseindia.com/Markets/Publiclssues/brokercentres_new.as
px?expandable=6

CAN or Confirmation of
Allocation Note

The note or advice or intimation sent to each successful Applicant
indicating the Equity Shares which will be Allotted, after approval of
Basis of Allotment by the Designated Stock Exchange.

Collecting Depository
Participant or CDP

A depository participant as defined under the Depositories Act, 1996,
registered with SEBI and who is eligible to procure Applications at
the Designated CDP Locations in terms of circular no.
CIR/CFD/POLICYCELL/11/2015 dated November 10, 2015 issued
by SEBI

Client ID

Client Identification Number maintained with one of the Depositories
in relation to demat account.

Collecting Centres

Centres at which the Designated Intermediaries shall accept the
Application Forms, being the Designated SCSB Branch for SCSBs,
Specified Locations for Syndicate, Broker Centres for Registered
Brokers, Designated RTA Locations for RTAs and Designated CDP
Locations for CDPs

Controlling Branches of
SCSBs

Such branches of the SCSBs which co-ordinate Applications under
this Offer made by the Applicants with the Lead Manager, the
Registrar to the Offer and the Stock Exchange, a list of which is
provided on http://www.sebi.gov.in/or at such other website as may
be prescribed by SEBI from time to time

Demographic Details

The demographic details of the Applicants such as their Address,
PAN, Occupation and Bank Account details.

Depository Participant/DP

A depository participant as defined under the Depositories Act.

Designated CDP Locations

Such centres of the CDPs where Applicant can submit the Application
Forms. The details of such Designated CDP Locations, along with
names and contact details of the Collecting Depository Participants
eligible to accept Application Forms are available on the website of
the Stock Exchange (www.bseindia.com) and updated from time to
time

Designated Date

The date on which funds are transferred from the ASBA Accounts to
the Public Offer Account in terms of the Draft Prospectus.

Designated RTA

Locations

Such centres of the RTAs where Applicants can submit the
Application Forms. The details of such Designated RTA Locations,
along with the names and contact details of the RTAs are available on
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Term

Description

the website of the Stock Exchange (www.bseindia.com) and updated
from time to time

Designated SCSB | Such branches of the SCSBs which shall collect the ASBA

Branches Application Form from the ASBA Applicant and a list of which is
available on
http://www.sebi.gov.in/sebiweb/home/detail/32791/no/List-of-Self-
Certified-Syndicate-Banks-under-the-ASBA-facility

Designated Stock | SME Exchange of BSE Limited

Exchange

Draft Prospectus

This Draft Prospectus dated December 7, 2017 issued in accordance
with Section 26 of the Companies Act, 2013.

Eligible NRI

NRIs from such jurisdiction outside India where it is not unlawful to
make an offer or invitation under the Offer and in relation to whom
this Draft Prospectus constitutes an invitation to subscribe for the
Equity Shares on the basis of the terms thereof.

FIl / Foreign Institutional
Investors

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

First/Sole Applicant

The Applicant whose name appears first in the Application Form or
Revision Form.

General Information

The General Information Document for investing in Public Offer

Document (GID) prepared and issued in accordance with SEBI circular
CIR/CFD/DIL/12/2013 dated October 23, 2013

Offer Closing Date []

Offer Opening Date []

Offer Period The period between the Offer Opening Date and the Offer Closing
Date inclusive of both days and during which prospective Applicants
can submit their Applications.

Offer Price The price at which Equity Shares will be offered and allotted by our

Company being Rs. 10/- per Equity Share.

Offer Proceeds

The Proceeds of the Offer. For further details please refer to the
chapter title “Objects of the Offer” page no. 85 of this Draft
Prospectus.

Offer/ Offer Size/ Initial
Public Offer/ IPO

Public Offer of 44,50,000 Equity Shares of face value Rs. 10 each of
Gujarat Hy-Spin Limited for cash at a price of Rs. 10 per Equity
Share (the "Offer Price") aggregating up to Rs. 445.00 Lakhs.

LM / Lead Manager

The Lead Manager for the Offer being Pantomath Capital Advisors
Private Limited.

Market Maker

Market Maker appointed by our Company from time to time, in this
case being Pantomath Stock Brokers Private Limited who has agreed
to receive or deliver the specified securities in the market making
process for a period of three years from the date of listing of our
Equity Shares or for any other period as may be notified by SEBI
from time to time

Market
Agreement

Making

The Market Making Agreement dated December 7, 2017 between our
Company, Lead Manager and Market Maker

Market Maker Reservation
Portion

The reserved portion of 2,30,000 Equity Shares of Rs. 10 each at an
Offer Price of Rs. 10 each to be subscribed by Market Maker.

MOU/ Offer Agreement

The Memorandum of Understanding dated December 7, 2017
between our Company and Lead Manager and selling shareholders.

Mutual Fund(s)

Mutual fund(s) registered with SEBI pursuant to the SEBI (Mutual
Funds) Regulations, 1996, as amended.

Net Offer

The Offer (excluding the Market Maker Reservation Portion) of
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Term

Description

42,20,000 Equity Shares of face value Rs. 10 each of Gujarat Hy-Spin
Limited for cash at a price of Rs. 10 per Equity Share (the "Offer
Price") aggregating up to Rs. 422.00 Lakhs.

Non Institutional Investors
or Nlls

All Applicants, including Category Il FPIs that are not QIBs
(including Anchor Investors) or Retail Individual Investors, who have
apply for Equity Shares for an amount of more than Rs. 200,000 but
not including NRIs other than Eligible NRIs

Other Investors

Investors other than Retail Individual Investors. These include
individual applicants other than retail individual investors and other
investors including corporate bodies or institutions irrespective of the
number of specified securities applied for.

Overseas Corporate Body /
OoCB

Overseas Corporate Body means and includes an entity defined in
clause (xi) of Regulation 2 of the Foreign Exchange Management
(Withdrawal of General Permission to Overseas Corporate Bodies
(OCB’s) Regulations 2003 and which was in existence on the date of
the commencement of these Regulations and immediately prior to
such commencement was eligible to undertake transactions pursuant
to the general permission granted under the Regulations. OCBs are
not allowed to invest in this Offer.

Prospectus

The Prospectus, to be filed with the RoC in accordance with the
provisions of Section 26 of the Companies Act, 2013.

Public Offer Account

The Bank Account opened with the Banker(s) to this Offer to receive
monies from the SCSBs from the bank accounts of the ASBA
Applicants on the Designated Date.

Person or Persons

Any individual, sole proprietorship, unincorporated association,
unincorporated organization, body corporate, corporation, Company,
partnership firm, limited liability partnership firm, joint venture, or
trust or any other entity or organization validly constituted and/or
incorporated in the jurisdiction in which it exists and operates, as the
context requires

Qualified Institutional
Buyers or QIBs

Qualified Institutional Buyers as defined under Regulation 2(1) (zd)
of the SEBI (ICDR) Regulations 2009.

Registered Broker

Individuals or companies registered with SEBI as "Trading Members"
(except Syndicate/Sub-Syndicate Members) who hold valid
membership of either BSE having right to trade in stocks listed on
Stock Exchanges, through which investors can buy or sell securities
listed on stock exchanges, a list of which is available on
http://www.bseindia.com/members/MembershipDirectory.aspx

Registrar/ Registrar to this
Offer

Registrar to the Offer being Bigshare Services Private Limited having
registered office at 1st Floor, Bharat Tin Works Building,, Opp.
Vasant Oasis, Makwana Road, Marol, Andheri East, Mumbai —
400059, Maharashtra, India

Registrar  and  Share
Transfer Agents or RTAS

Registrar and share transfer agents registered with SEBI and eligible
to procure Applications at the Designated RTA Locations in terms of
circular no. CIR/CFD/POLICYCELL/11/2015 dated November 10,
2015 issued by SEBI

Revision Form

The Form used by Applicants to modify the quantity of Equity Shares
in any of their Application Forms or any Previous Revision Form(s)

Reserved
Categories

Category [/

Categories of persons eligible for making application under
reservation portion.

Reservation Portion

The portion of the Offer reserved for category of eligible Applicants
as provided under the SEBI ICDR Regulations, 2009

Retail Individual

Individual Bidders (including HUFs in the name of Karta and Eligible
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Term

Description

Investors/Rlls

NRIs) who have applied for an amount less than or equal to
Rs.2,00,000 in this Offer.

SEBI Listing Regulations

Securities and Exchange Board of India (Listing Obligations and
Disclosure Requirements) Regulations, 2015 and includes the
agreement to be entered into between our Company and the Stock
Exchange in relation to listing of Equity Shares on such Stock
Exchange.

SEBI (Foreign Portfolio
Investor) Regulations

Securities and Exchange Board of India (Foreign Portfolio Investors)
Regulations, 2014.

Self Certified Syndicate
Bank or SCSB

A Bank which is registered with SEBI under SEBI (Bankers to an
Issue/ offer) Regulations, 1994 and offers services of ASBA including
blocking of bank account, a list of which is available on
http://www.sebi.gov.in/sebiweb/home/detail/32791/no/List-of-Self-
Certified-Syndicate-Banks-under-the-ASBA-facility

Selling Shareholders

Maganlal Parvadiya and Chandulal Parvadia

Share Escrow Agreement

The Agreement to be entered into among the Selling Shareholders,
our Company and the Escrow Agent in connection with the transfer
of Equity Shares under the Offer For Sale by the Selling Shareholders
and credit of such Equity Shares to the demat account of the Allotees

Share Escrow Agent

Escrow agent appointed pursuant to the Share Escrow Agreement,
namely Bigshare Services Private Limited

SME Exchange

SME Platform of the BSE Limited

Specified Locations

Collection centres where Application Forms will be accepted, a list of
which is included in the Application Form

Stock Exchange

BSE Limited (SME Platform)

Underwriters

The Lead Manager and the Market Maker who have underwritten this
Offer pursuant to the provisions of the SEBI (ICDR) Regulations and
the SEBI (Underwriters) Regulations, 1993, as amended from time to
time.

Underwriting Agreement

The Agreement dated December 7, 2017 entered into amongst the
Underwriters and our Company and Selling Shareholders.

Working Days

(i) Till Application / Offer closing date: All days other than a
Saturday, Sunday or a Public holiday;

(if)Post Application / Offer closing date and till the Listing of Equity
Shares: All trading days of stock exchanges excluding Sundays
and bank holidays in accordance with the SEBI circular no.
SEBI/HO/CFD/DIL/CIR/P/2016/26 dated January 21, 2016

Technical and Industry Related Terms

480 Ib bales Two Hundred and Eighteen kilograms (USA)

ARMs Additional Revenue Measures

ASEAN The Association of Southeast Asian Nations

ASPIRE A scheme for Promoting Innovation and Rural Entrepreneurs

BBB Better Business Bureaus

BSE Bombay Stock Exchange

BSE SENSEX Sensex is an index; market indicator of the position of stock that is
listed in the BSE (Bombay Stock Exchange)

BTRA Bombay Textile Research Association

CAGR Compound Annual Growth Rate

CAP Corrective Action Plan

CCl Cotton Corporation of India

CEO Chief Executive Officer
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CGTMSE

Credit Guarantee Trust Fund for Micro and Small Enterprises

CLCSS Credit Linked Capital Subsidy Scheme

CoEs Centers of Excellence

CPI Consumer Price Index

Credit Suisse Credit Suisse Business Analytics India

CSO Central Statistics Office

CY Current Year

EBITDA Earnings Before Interest, Taxes, Depreciation and Amortization

EMDEs Emerging Market and Developing Economies

EMEs Emerging Market Economies

EU European Union

EU-27 European Union-27 Member States include: Austria, Belgium,
Bulgaria, Cyprus, Czech Republic, Denmark, Estonia, Finland,
France, Germany, Greece, Hungary, Ireland, Italy, Latvia, Lithuania,
Luxembourg, Malta, the Netherlands, Poland, Portugal, Romania,
Slovak Republic, Slovenia, Spain, Sweden and the United Kingdom.

FDI Foreign Direct Investment

FMS Focus Market Scheme

FOB Free On Board

FPI Foreign Portfolio Investment

FPS Focus Product Scheme

FY Financial Year

GDP Gross Domestic Product

GST Goods and Services Tax

GVA Gross Value Added

IBEF India Brand Equity Foundation

ICRA ICRA Limited (formerly Investment Information and Credit Rating
Agency of India Limited)

1P Index of Industrial Production

IMF International Monetary Fund

INR Indian Rupee

JV Joint Venture

JV Joint Venture

MAI Market Access Initiative

MAT Minimum Alternative Tax

MDA Market Development Assistance

MDoNER Ministry of Development of North Eastern Region

MLFPS Market Linked Focus Product Scheme

M-0-M Month-On-Month

MoS Minister of State

MSECDP Micro and Small Enterprises- Cluster Development Programme

MSMEs Micro, Small and Medium Enterprises

MSP Minimum Support Price

MUDRA Micro Units Development & Refinance Agency Ltd.

MYEA Mid-Year Economic Analysis

NER North East Region

NITI AAYOG The National Institution for Transforming India Aayog

NITRA Northern India Textile Research Association

NMP National Manufacturing Policy

NTP National Textiles Policy

OIL Oil India Limited

One Bale One Hundred Seventy Kilograms
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ONGC Oil and Natural Gas Corporation

PC Pay Commission

PMEGP Prime Minister’s Employment Generation Programme

PMI Purchasing Managers' Index

PMMY Pradhan Mantri MUDRA Yojana

PMO Prime Minister's Office

PPP Purchasing Power Parity

RIL Reliance Industries Ltd

RIRI Rational Investor Ratings Index

RRTUFS The Revised Restructured Technology Up gradation Fund Scheme

SASMIRA The Synthetic & Art Silk Mills' Research Association

SFURTI Scheme of Fund for Regeneration of Traditional Industries

SITP Scheme for Integrated Textile Parks

SITRA South India Textile Research Association

SMEs Small And Medium Enterprises

TADF Technology Acquisition and Development Fund

TEXPROCIL The Cotton Textiles Export Promotion Council

TMTT Technology Mission on Technical Textiles

TUFS Technology Up gradation Fund Scheme

UAM Udyog Aadhaar Memorandum

UAN Udyog Aadhaar Number

UP Uttar Pradesh

US Fed United States Federal Reserve

US$/ US dollar United States Dollar, the official currency of United States of
America

US/ U.S./USA United States of America

USDA United States Department of Agriculture

WEOQO World Economic Outlook

WIL Welspun India Ltd

WPI Wholesale Price Index

YTD Year to date

Abbreviations

A/C Account
AGM Annual General Meeting
AlF Alternative Investment Fund as defined in and registered with SEBI

under the Securities and Exchange Board of India (Alternative
Investments Funds) Regulations, 2012

AS/Accounting Standard

Accounting Standards as issued by the Institute of Chartered
Accountants of India

AY. Assessment Year

A0A Avrticles of Association

ASBA Application Supported by Blocked Amount

BIFR Board for Industrial and Financial Reconstruction

BSE BSE Limited

CAGR Compounded Annual Growth Rate

Category I Foreign | FPIs who are registered as - Category | foreign portfolio investors
Portfolio Investors under the SEBI FPI Regulations

Category Il Foreign | FPIs who are registered as - Category Il foreign portfolio investors
Portfolio Investors under the SEBI FPI Regulations

Category Ill  Foreign | FPIs who are registered as - Category Il foreign portfolio investors
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Portfolio Investors

under the SEBI FPI Regulations

CC Cash Credit

CDSL Central Depository Services (India) Limited
CFO Chief Financial Officer

CIN Corporate ldentification Number

Companies Act

Companies Act, 1956 (without reference to the provisions thereof that
have ceased to have effect upon notification of the Notified Sections)
and the Companies Act, 2013.

Companies Act, 2013

The Companies Act, 2013, to the extent in force pursuant to the
notification of the notified sections

Depositories

NSDL and CDSL,; Depositories registered with the SEBI under the
Securities and Exchange Board of India (Depositories and
Participants) Regulations, 1996, as amended from time to time

Depositories Act

The Depositories Act, 1996, as amended from time to time.

DIN

Director ldentification Number

DIPP Department of Industrial Policy & Promotion

DP Depository Participant

DP ID Depository Participant’s Identity

EBIDTA Earnings before interest, depreciation, tax, amortization and
extraordinary items

EGM Extraordinary General Meeting

EPFA The Employees® Provident Funds and Miscellaneous Provisions Act,
1952

ESIC Employee State Insurance Corporation

ESOP Employee Stock Ownership Plan

ESPS Employee Stock Purchase Scheme

EPS Earnings Per Share

FCNR Account Foreign Currency Non Resident Account

FDI Foreign Direct Investment

FEMA Foreign Exchange Management Act 1999, as amended from time to
time and the regulations framed there under

FlI(s) Foreign Institutional Investor, as defined under the FIl Regulations
and registered with the SEBI under applicable laws in India

FPI(s) Foreign Portfolio Investor means a person who satisfies the eligibility

criteria prescribed under regulation 4 and has been registered under
Chapter Il of Securities And Exchange Board Of India (Foreign
Portfolio Investors) Regulations, 2014, which shall be deemed to be
an intermediary in terms of the provisions of the SEBI Act,19°

FIl Regulations

Securities and Exchange Board of India (Foreign Institutional
Investors) Regulations, 1995, as amended from time to time.

Fls Financial Institutions

FIPB The Foreign Investment Promotion Board, Ministry of Finance,
Government of India

FVCI Foreign Venture Capital Investor registered under the Securities and
Exchange Board of India (Foreign Venture Capital Investor)
Regulations, 2000

F.Y./JFY Financial Year

GAAP Generally Accepted Accounting Principles

GDP Gross Domestic Product

GIR Number General Index Registry number

Gol/ Government

Government of India

HNI

High Networth Individual
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HUF Hindu Undivided Family

ICDR Regulations/ SEBI

Regulations/ SEBI | SEBI (Issue of Capital and Disclosure Requirements) Regulations,

(ICDR) 2009 as amended from time to time

Regulations/Regulations

Indian GAAP Generally Accepted Accounting Principles in India

ICAI Institute of Chartered Accountants of India

IFRS International Financial Reporting Standards

IPO Initial Public Offering

I. T. Act The Income Tax Act, 1961, as amended.

IT Authorities Income Tax Authorities

IT Rules The Income Tax Rules, 1962, as amended from time to time

INR Indian National Rupee

Key Managerial Personnel | The officers declared as a Key Managerial Personnel and as

/{ KMP mentioned in the chapter titled “Our Management” beginning on page
148 of this Draft Prospectus

LM Lead Manager

Ltd. Limited

Mn Million

MoA Memorandum of Association

MoF Ministry of Finance, Government of India

MoU Memorandum of Understanding

MD Managing Director

Mtr Meter

N/A or N.A. Not Applicable

NAV Net Asset Value

Net Worth The aggregate of the paid up share capital, share premium account,
and reserves and surplus (excluding revaluation reserve) as reduced
by the aggregate of miscellaneous expenditure (to the extent not
adjusted or written off) and the debit balance of the profit and loss
account

NOC No Objection Certificate

NR Non Resident

NRE Account Non Resident External Account

NRI Non Resident Indian, is a person resident outside India, who is a
citizen of India or a person of Indian origin and shall have the same
meaning as ascribed to such term in the Foreign Exchange
Management (Deposit) Regulations, 2000, as amended from time to
time

NRO Account Non Resident Ordinary Account

NSDL National Securities Depository Limited

OCB Overseas Corporate Bodies

p.a. per annum

PAN Permanent Account Number

PAT Profit After Tax

Pvt. Private

PBT Profit Before Tax

P/E Ratio Price Earnings Ratio

QIB Qualified Institutional Buyer

RBI Reserve Bank of India

RBI Act The Reserve Bank of India Act, 1934, as amended from time to time

RoC Registrar of Companies
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RoNW Return on Net Worth

Rs./ INR Indian Rupees

SCRA Securities Contracts (Regulation) Act, 1956 as amended from time to
time

SCRR Securities Contracts (Regulation) Rules, 1957

SCSB Self Certified Syndicate Bank

SEBI Securities and Exchange Board of India

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

SEBI AIF Regulations Securities and Exchange Board of India (Alternative Investments
Funds) Regulations, 2012

SEBI FIl Regulations Securities and Exchange Board of India (Foreign Institutional
Investors) Regulations, 1995

SEBI FPI Regulations Securities and Exchange Board of India (Foreign Portfolio Investors)

Regulations, 2014

SEBI FVCI Regulations Securities and Exchange Board of India (Foreign Venture Capital
Investors) Regulations, 2000

SEBI VCF Regulations Securities and Exchange Board of India (Venture Capital Fund)
Regulations, 1996 as repealed pursuant to the SEBI AIF Regulations
SEBI Insider Trading | The SEBI (Prohibition of Insider Trading) Regulations, 2015, as
Regulations amended from time to time, including instructions and clarifications
issued by SEBI from time to time

SEBI Takeover
Regulations /Takeover | Securities and Exchange Board of India (Substantial Acquisition of
Regulations / Takeover | Shares and Takeovers) Regulations, 2011

Code
Listing Regulations /| Securities and Exchange Board of India (Listing Obligations and
SEBI Listing Regulations/ | Disclosure Requirements) Regulations, 2015

SEBI (LODR)

Regulations

SICA Sick Industrial Companies (Special Provisions) Act, 1985, as
amended from time to time

SME Small Medium Enterprise

SSI Undertaking Small Scale Industrial Undertaking

Stock Exchange (s) SME Platform of BSE Limited

STT Securities Transaction Tax

Sq. Square

Sg. mtr Square Meter

TAN Tax Deduction Account Number

TRS Transaction Registration Slip

TIN Taxpayers ldentification Number

TNW Total Net Worth

u/s Under Section

UIN Unique Identification Number

US/ US. /- USA/United United States of America

States

USD or US$ United States Dollar

U.S. GAAP Generally accepted accounting principles in the United States of
America

Uol Union of India

WDV Written Down Value

w.e.f. With effect from
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YoY Year over year

Notwithstanding the following: -

In the section titled “Main Provisions of the Articles of Association” beginning on page 269 of
this Draft Prospectus, defined terms shall have the meaning given to such terms in that
section;

In the section titled “Financial Statements as restated ” beginning on page 171 of this Draft
Prospectus, defined terms shall have the meaning given to such terms in that section;

In the section titled “Risk Factor” beginning on page 18 of this Draft Prospectus, defined
terms shall have the meaning given to such terms in that section;

In the chapter titled “Statement of Possible Tax Benefits” beginning on page 90 of this Draft
Prospectus, defined terms shall have the meaning given to such terms in that chapter; and

In the chapter titled “Management’s Discussion and Analysis of Financial Condition and
Results of Operations” beginning on page 172 of this Draft Prospectus, defined terms shall
have the meaning given to such terms in that section.
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PRESENTATION OF FINANCIAL, INDUSTRY AND MARKET DATA

All references to “India” are to the Republic of India and all references to the “Government” are to
the Government of India.

Unless stated otherwise, the financial data included in this Draft Prospectus are extracted from the
restated financial statements of our Company, prepared in accordance with the applicable
provisions of the Companies Act, Indian GAAP and restated in accordance with SEBI (ICDR)
Regulations, as stated in the report of our Statutory Auditors, set out in the section titled ‘Financial
Statements’ beginning on page 171 this Draft Prospectus. Our restated financial statements are
derived from our audited financial statements prepared in accordance with Indian GAAP and the
Companies Act, and have been restated in accordance with the SEBI (ICDR) Regulations.

Our fiscal year commences on April 1stof each year and ends on March 31 of the next year. All
references to a particular fiscal year are to the 12 month period ended March 31* of that year. In
this Draft Prospectus, any discrepancies in any table between the total and the sums of the amounts
listed are due to rounding-off. All decimals have been rounded off to two decimal points.

There are significant differences between Indian GAAP, IFRS and US GAAP. The Company has
not attempted to quantify their impact on the financial data included herein and urges you to
consult your own advisors regarding such differences and their impact on the Company’s financial
data. Accordingly to what extent, the financial statements included in this Draft Prospectus will
provide meaningful information is entirely dependent on the reader’s level of familiarity with
Indian accounting practices / Indian GAAP. Any reliance by persons not familiar with Indian
Accounting Practices on the financial disclosures presented in this Draft Prospectus should
accordingly be limited.

Any percentage amounts, as set forth in “Risk Factors”, “Our Business”, “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” and elsewhere in this
Draft Prospectus unless otherwise indicated, have been calculated on the basis of the Company’s
restated financial statements prepared in accordance with the applicable provisions of the
Companies Act, Indian GAAP and restated in accordance with SEBI (ICDR) Regulations, as stated
in the report of our Peer Reviewed Auditor, set out in the section titled ‘Financial Statements’
beginning on page 171 of this Draft Prospectus.

In this Draft Prospectus, references to “Rupees” or “Rs.” or “INR” are to Indian Rupees, the
official currency of the Republic of India. All references to “$”, “US$”, “USD”, “U.S. $”or “U.S.
Dollars” are to United States Dollars, the official currency of the United States of America.

All references to ‘million’ / ‘Million’ / ‘Mn’ refer to one million, which is equivalent to ‘ten lacs’
or ‘ten lakhs’, the word ‘Lacs / Lakhs / Lac’ means ‘one hundred thousand’ and ‘Crore’ means ‘ten
million’ and ‘billion / bn./ Billions’ means ‘one hundred crores’.

Unless stated otherwise, Industry and Market data and various forecasts used throughout this Draft
Prospectus have been obtained from publically available Information, Industry Sources and
Government Publications.

Industry Sources as well as Government Publications generally state that the information contained
in those publications has been obtained from sources believed to be reliable but their accuracy and
completeness and underlying assumptions are not guaranteed and their reliability cannot be
assured.

Although we believe that industry data used in this Draft Prospectus is reliable, it has not been
independently verified by the Lead Manager or our Company or the Selling Shareholders or any of
their affiliates or advisors. Such data involves risks, uncertainties and numerous assumptions and is
subject to change based on various factors, including those discussed in the section titled Risk

Page 15 of 333



Factors on page 18. Accordingly, investment decisions should not be based solely on such
information.

Further, the extent to which the industry and market data presented in this Draft Prospectus is
meaningful depends on the reader‘s familiarity with and understanding of the methodologies used
in compiling such data. There are no standard data gathering methodologies in the industry in
which we conduct our business, and methodologies and assumptions may vary widely among
different industry sources.
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FORWARD LOOKING STATEMENTS

This Draft Prospectus contains certain “forward-looking statements”. These forward looking
statements can generally be identified by words or phrases such as “aim”, “anticipate”, “believe”,
“expect”, “estimate”, “intend”, “objective”, “plan”, “project”, “shall”, “will”, “will continue”, “will
pursue” or other words or phrases of similar meaning. Similarly, statements that describe our
strategies, objectives, plans or goals are also forward-looking statements. All forward looking
statements are subject to risks, uncertainties and assumptions about us that could cause actual
results and property valuations to differ materially from those contemplated by the relevant

forward looking statement.

Important factors that could cause actual results to differ materially from our expectations include,
but are not limited to the following:-

» General economic and business conditions in the markets in which we operate and in the local,
regional, national and international economies;

» Changes in laws and regulations relating to the sectors/areas in which we operate;
 Increased competition in the sectors/areas in which we operate;

+ Factors affecting Textile Industry;

+ Our ability to meet our capital expenditure requirements;

 Fluctuations in operating costs;

» Our ability to attract and retain qualified personnel;

« Changes in political and social conditions in India, the monetary and interest rate policies of
India and other countries;

. Inflation, deflation, unanticipated turbulence in interest rates, equity prices or other rates or
prices;

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

» Any adverse outcome in the legal proceedings in which we are involved,;

» Our failure to keep pace with rapid changes in technology;

» The occurrence of natural disasters or calamities;

 Other factors beyond our control;

» Our ability to manage risks that arise from these factors;

» Conflict of Interest with affiliated companies, the promoter group and other related parties; and
» Changes in government policies and regulatory actions that apply to or affect our business.

For a further discussion of factors that could cause our actual results to differ, refer to section titled
“Risk Factors” and chapter titled “Management’s Discussion and Analysis of Financial Condition
and Results of Operations” beginning on pages 18 and 172 respectively of this Draft Prospectus.
By their nature, certain market risk disclosures are only estimates and could be materially different
from what actually occurs in the future. As a result, actual future gains or losses could materially
differ from those that have been estimated.

Future looking statements speak only as of the date of this Draft Prospectus. Neither we, our
Directors, Lead Manager, Selling Shareholders, Underwriters nor any of their respective affiliates
have any obligation to update or otherwise revise any statements reflecting circumstances arising
after the date hereof or to reflect the occurrence of underlying events, even if the underlying
assumptions do not come to fruition. In accordance with SEBI requirements, the LM and our
Company will ensure that investors in India are informed of material developments until the grant
of listing and trading permission by the Stock Exchange.

Page 17 of 333



SECTION Il - RISK FACTORS

An investment in Equity Shares involves a high degree of risk. You should carefully consider all the
information in this Draft Prospectus, including the risks and uncertainties described below, before
making an investment in our Equity Shares. In making an investment decision, prospective
investors must rely on their own examination of our Company and the terms of this offer including
the merits and risks involved. Any potential investor in, and subscriber of, the Equity Shares should
also pay particular attention to the fact that we are governed in India by a legal and regulatory
environment in which some material respects may be different from that which prevails in other
countries. The risks and uncertainties described in this section are not the only risks and
uncertainties we currently face. Additional risks and uncertainties not known to us or that we
currently deem immaterial may also have an adverse effect on our business. If any of the following
risks, or other risks that are not currently known or are now deemed immaterial, actually occur,
our business, results of operations and financial condition could suffer, the price of our Equity
Shares could decline, and you may lose all or part of your investment. Additionally, our business
operations could also be affected by additional factors that are not presently known to us or that
we currently consider as immaterial to our operations.

To obtain a better understanding, you should read this section in conjunction with the chapters
titled “Our Business” beginning on page 114, “Our Industry” beginning on page 92 and
“Management’s Discussion and Analysis of Financial Condition and Results of Operations”
beginning on page 172 respectively, of this Draft Prospectus as well as other financial information
contained herein.

The following factors have been considered for determining the materiality of Risk Factors:
« Some events may not be material individually but may be found material collectively;

» Some events may have material impact qualitatively instead of quantitatively;

« Some events may not be material at present but may have material impact in future.

The financial and other related implications of risks concerned, wherever quantifiable, have been
disclosed in the risk factors mentioned below. However, there are risk factors where the impact
may not be quantifiable and hence the same has not been disclosed in such risk factors. Unless
otherwise stated, the financial information of our Company used in this section is derived from our
restated financial statements prepared in accordance with Indian GAAP and the Companies Act
and restated in accordance with the SEBI ICDR Regulations Unless otherwise stated, we are not in
a position to specify or quantify the financial or other risks mentioned herein. For capitalized
terms used but not defined in this chapter, refer to the chapter titled “Definitions and
Abbreviations” beginning on page 3 of this Draft Prospectus. The numbering of the risk factors
has been done to facilitate ease of reading and reference and does not in any manner indicate the
importance of one risk factor over another.

The risk factors are classified as under for the sake of better clarity and increased understanding:
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Risk Factor

Internal Risk l External Risk \
1
Industry Related l Other Risk \

1. Our Company, Promoter and Directors is involved in certain tax related proceedings which
are currently pending at various stages and any adverse decision in such proceedings may
render us liable to penalties and may adversely affect our business and results of operations.

Business Related Issue Related

A. Business related Risks

A classification of legal proceedings is mentioned below:

Company

By the | Nil Nil Nil Nil Nil Nil Nil
Company

Against the | Nil Nil 1 Nil Nil Nil Nil
Company

Promoters

By the | Nil Nil Nil Nil Nil Nil Nil
Promoter

Against the | Nil Nil 1 Nil Nil Nil 0.02
Promoter

Group Companies

By Group | Nil Nil Nil Nil Nil Nil Nil
Companies

Against Nil Nil Nil Nil Nil Nil Nil
Group
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Companies | | | | | | |

Directors other than promoters

By the | Nil Nil Nil Nil Nil Nil Nil
Directors
Against the | Nil Nil 3 Nil Nil Nil 0.23
Directors

*N.A. = Not Applicable

Also, there is no assurance that in future, we, our promoters, our directors or group companies may
not face legal proceedings; any adverse decision in such legal proceedings may impact our
business.

For further details in relation to legal proceedings involving our Company, Promoters, Directors,
Group Company see the chapter titled “Outstanding Litigation and Material Developments” on
page 187 of this Draft Prospectus

2. Our cost of production is exposed to fluctuations in the prices of raw material like Cotton
bales.

We are exposed to fluctuations in the prices of raw material like Cotton bales. Thus, we may
be unable to control factors affecting the price at which we procure our raw material.We also
face the risks associated with compensating for or passing on such increase in our cost of
production on account of such fluctuations in prices to our customers. Particularly, we face the
risk of our products becoming unaffordable for a segment of the demography, if we pass on the
increase in the cost of production to our customers through a corresponding increase in the
price of our products in order to maintain our historical margins. Upward fluctuations in the
prices of raw material may thereby affect our margins and profitability, resulting in a material
adverse effect on our business, financial condition and results of operations. For further details
of our procurement operations and our cost of production, refer chapters titled “Our Business”
and “Financial Statements as restated” beginning on page 114 and 171 of this Draft
Prospectus.

However, the Company has been sourcing major portion of its raw material from its promoter
group entity Gujarat Ginning and Oil Industries and has entered into an agreement with it and
thus may enjoy favourable terms in both prices as well as supplies.

3. Cotton is a highly inflammable commodity. Any fire, or such mishaps or accidents at the
Company’s facilities could lead to property damages, property loss and accident claims

Cotton being a highly flammable commodity, every stage from procurement, processing,
storage and transportation to trading is fraught with an imminent danger of an instant fire. The
risk of fire hazard is increased due to increased automation and use of large volume of air for
material handling. Blow room and carding area are more prone to such hazard. Any spark
generated at these places can not only generate fire but also the same could propagate to other
machines through cotton conveying. Though we have taken insurance policy to cover damage
caused by fire however, the cover may not be adequate to the loss suffered.

4. Our business is dependent on the adequate and uninterrupted supply of electrical power and
water at a reasonable cost. Failure on account of unavailability of electrical power and water
may restrict us in utilizing our full capacity and, hence, may impact our business and results
of operation.

Adequate and cost effective supply of electrical power is critical to our operations, which
entails significant consumption of electrical power. Currently, we source of our power
requirements from the State Electricity Board. There can be no assurance that electricity
supplied by them will be sufficient to meet our requirements or that we will be able to procure
adequate and interrupted power supply in the future at a reasonable cost. Further, if the per unit
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cost of electricity is increased by the state electricity boards, our power costs will increase and it
may not be possible to pass on any increase in our power costs to our customers, which may
adversely affect our profit margins.

We draw water from bore well and also source from local water supplier for use in our
manufacturing facilities. Lack of sufficient water resources or an increase in the cost of such
water used in manufacturing facilities could adversely affect our business, financial condition
and results of operation

Our Company has contingent Liabilities.

As on September 30, 2017, our Company has following contingent liabilities as per restated
financials of the Company

Rs. In Lakhs

Particulars Amount (Rs in Lakhs)
Bank guarantee issued in favour of PGVCL 219.29
Export obligation 5074.13

In the event any such contingencies mentioned above were to materialize or if our contingent
liabilities were to increase in the future, our financial condition could be adversely affected

Failure to comply with the conditions applicable under TUFS and Gujarat Textile Policy,
2012, being availed by us, may render our Company ineligible for interest or capital
subsidies

Our Company presently avails Subsidy facilities under the TUFS and Gujarat Textile Policy,
2012. As on September 30, 2017 the total sanctioned term loan under TUFS and Gujarat
Textile Policy, 2012 is Rs.2800 Lakhs. These loans are eligible for 2% interest subsidy under
TUFS and 7% interest subsidy under Gujarat Textile Policy, 2012. Such interest or capital
subsidies are allowed subject to fulfilment of conditions provided therein. If we fail to comply
with the conditions stipulated under these policies, our Company may be denied the interest or
capital subsidy, making its operations less cost effective.

Our Company has recently ventured into yarn spinning activity

Our Promoters are well experienced and are involved for about two decades in Cotton Ginning
and Pressing. Our Company is engaged in the manufacturing of cotton yarns and has recently
ventured into yarn spinning. Our Promoters may not be well versed in the spinning activities of
yarns. They may face challenges in running the venture successfully and such absence of
expertise may affect our cash flows, revenue from operations and which may adversely affect
our business, financial condition and results of operations. In order to mitigate the risk our
spinning unit is equipped with highly quality machineries, trained staff and quality control
department.

We generate our major portion of sales from our operations in certain geographical regions
especially in Gujarat and Maharashtra and any adverse developments affecting our
operations in these regions could have an adverse impact on our revenue and results of
operations.

A major portion of our total sales are made in certain regions in the State of Gujarat and
Maharashtra. Such geographical concentration of our business in these regions heightens our
exposure to adverse developments related to competition, as well as economic and demographic
changes in these regions which may adversely affect our business prospects, financial
conditions and results of operations.

Factors such as competition, culture, regulatory regimes, business practices and customs,
industry needs, transportation, in other markets where we may expand our operations may differ
from those in which we are currently offering. In addition, as we enter new markets and
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10.

11.

12.

13.

geographical areas, we are likely to compete not only with national players, but also local
players who might have an established local presence, are more familiar with local regulations,
business practices and industry needs, have stronger relationships with local distributors,
dealers, relevant government authorities, and are in a stronger financial position than us, all of
which may give them a competitive advantage over us. Our inability to expand into areas
outside Gujarat and Maharashtra market may adversely affect our business prospects, financial
conditions and results of operations.

Our Company has suffered losses in the financial year FY 2013-14 and FY 2014-15

Our profit before tax has declined from Rs. 7.40 lakhs in FY 2012-2013 to a loss of Rs. (20.97)
lakhs in FY 2013-14 and Rs. (49.48) lakhs in FY 2014-2015. Profit before tax was negative
mainly on account of depreciation expense and finance cost. Also growth of cotton industry
majorly depends on the growth of the economy and investment in Textile sector which has also
affected the margins.

Conflicts of interest may arise out of common business undertaken by our Company and our
Group Company and Promoter Group entity.

Our Promoter Group entities Tulip Cotspin Private Limited, Gujarat Ginning and Oil Industry,
Paras Cotton are authorized to carry out business similar to that of our Company. As a result,
conflicts of interests may arise in allocating business opportunities amongst our Company and
our Group Company or Promoter Group entity in circumstances where our respective interests
diverge. In cases of conflict, our Promoter may favour other companies in which our Promoter
has interests. There can be no assurance that our Promoter or our Group Company or members
of the Promoter Group will not compete with our existing business or any future business that
we may undertake or that their interests will not conflict with ours. Any such present and future
conflicts could have a material adverse effect on our reputation, business, results of operations
and financial condition.

Reduction or termination of policies instituted to promote growth of the textile sector may
adversely affect our business.

The Government of India has instituted several policies to promote the growth of the Indian
textile sector. These include interest rate subsidies, Power duty Exemptions and Power Tariff
Benefit. Our Company avails certain benefits under such promotional policies, the brief of
which is provided under chapter titled “Key Industry Regulations and Policies” on page 124 of
this Draft Prospectus. Termination of or variation in the terms of such policy(ies) can adversely
impact our profitability and/ or our business operations.

We may be unable to attract and retain employees with the requisite skills, expertise and
experience, which would adversely affect our operations, business growth and financial
results

We rely on the skills, expertise and experience of our employees to provide quality services to
our customers. Our employees may terminate their employment with us prematurely and we
may not be able to retain them. Experienced and skilled workers in the textile industry are
highly sought after, and competition for talent is intense. If we experience any failure to attract
and retain competent personnels or any material increase in labour costs as a result of the
shortage of skilled labour, our competitiveness and business would be damaged, thereby
adversely affecting our financial condition and operating results. Further, if we fail to identify
suitable replacements of our departed staff, our business and operation could be adversely
affected and our future growth and expansions may be inhibited.

Our Company requires significant amounts of working capital for a continued growth. Our
inability to meet our working capital requirements may have an adverse effect on our results
of operations.

Our business is working capital intensive. A significant portion of our working capital is
utilized towards trade receivables. Summary of our working capital position is given below:-
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(Rs. In lakhs)

For the For the year ended
period
Particulars EriEke
Septem 2017 2016 2015 2014 2013
ber 30,
2017
A. Current Assets
Inventories 1637.08 | 1421.57 | 1005.3 | 735.82 | 1080.26 0.00
9
Trade Receivables 1546.53 | 1154.22 | 1337.8 | 778.09 | 156.87 0.00
9
Cash and Cash Equivalents 8.19 10.58 | 21.02 6.35 18.03 | 16.24

Short Term Loans & Advances 478.04 379.38 | 299.67 18297 | 310.64 | 15.53

B. Current Liabilities

Short Term Borrowings 1,291. | 809.96 | 938.94 | 39.93
1,300.9 | 1,348.6 09
0 0
Trade Payables 171.16 25.50 98.42 | 69.39
587.08 | 127.80
Other Current Liabilities 627.09 | 577.13 | 374.24 0.56
1,026.4 | 787.98
2

Short term provisions 15.35 419 |  2.70 004| 929| 007

Working Capital (A-B) 740091 69718 | 571.93 | 290.60 | 144.91 (78'15)3

i [0) 0) 0)
Inventories as % of total | 44.61% | 47.93% 37.74 43.20% | 68.99% | 0.00%

current assets %
Trade receivables as % of | 42.14% | 38.92% | 50.22 o o o
total current assets % 45.68% | 10.22% | 0.00%

The textile industry is working capital intensive and involves a lot of investment in trade
receivables and inventory. We intend to continue growing by reaching to other geographical
areas. All these factors may result in increase in the quantum of current assets. Our inability to
maintain sufficient cash flow, credit facility and other sources of fund, in a timely manner, or at
all, to meet the requirement of working capital or pay out debts, could adversely affect our
financial condition and result of our operations. For further details regarding working capital
requirement, please refer to the chapter titled “Objects of the Offer” beginning on page 85 of
this Draft Prospectus.

Our Company is dependent on third party transportation providers for the delivery of finished
Products and any disruption in their operations or a decrease in the quality of their services
could affect our Company's reputation and results of operations.

Our Company uses third party transportation providers for delivery of finished goods. Though
our business has not experienced any disruptions due to transportation strikes in the past, any
future transportation strikes may have an adverse effect on our business. These transportation
facilities may not be adequate to support our existing and future operations. In addition raw
materials/ finished products may be lost or damaged in transit for various reasons including
occurrence of accidents or natural disasters. There may also be delay in delivery products which
may also affect our business and results of operation negatively. An increase in the freight costs
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or unavailability of freight for transportation of our raw materials may have an adverse effect on
our business and results of operations.

Further, disruptions of transportation services due to weather-related problems, strikes, lock-
outs, inadequacies in the road infrastructure and port facilities, or other events could impair
ability to procure raw materials on time. Any such disruptions could materially and adversely
affect our business, financial condition and results of operations.

Our insurance policies do not cover all risks, specifically risks like product defect/liability
risk, loss of profits and terrorism. In the event of the occurrence of such events, our
insurance coverage may not adequately protect us against possible risk of loss.

Our Company has obtained insurance coverage in respect of certain risks. Our significant
insurance policies consist of, among others, standard fire and special perils, earthquake (fire and
shock). While we believe that we maintain insurance coverage in adequate amounts consistent
with size of our business, our insurance policies do not cover all risks, specifically risks like
product defect/liability risk, loss of profits, losses due to terrorism etc There can be no
assurance that our insurance policies will be adequate to cover the losses in respect of which the
insurance has been availed. If we suffer a significant uninsured loss or if insurance claim in
respect of the subject-matter of insurance is not accepted or any insured loss suffered by us
significantly exceeds our insurance coverage, our business, financial condition and results of
operations may be materially and adversely affected.

We have in the past entered into related party transactions and may continue to do so in the
future.

Our Company has entered into certain transactions with our related parties including our
Promoter, the Promoter Group, our Directors and their relatives. While we believe that all such
transactions have been conducted on the arm’s length basis, there can be no assurance that we
could not have achieved more favourable terms had such transactions not been entered into with
related parties. Furthermore, it is likely that we will enter into related party transactions in the
future. There can be no assurance that such transactions, individually or in the aggregate, will
not have an adverse effect on our financial condition and results of operation. For details on the
transactions entered by us, please refer to section “Related Party Transactions” in Section
“Financial Statements as Restated ”” beginning on page 171 of this Draft Prospectus.

Our Company has a negative cash flow in its operating activities as well as investing activities
in the past 5 years, details of which are given below. Sustained negative cash flow could
impact our growth and business.

Our Company had negative cash flows from our operating activities as well as investing
activities in the previous year(s) as per the Restated Financial Statements and the same are
summarized as under:

(Rs. In Lakhs)

Particula For the For The Year Ended
rs period
ended
Septem 2016-17 2015-16 2014-15 | 2013-14 | 2012-13
ber 30,
2017
Cash Flow
from / (used
in) 266.60 662.01 122.93 675.45 | (1,177.45) 44.01
Operating
Activities
Cash Flow
from / (used (2.44) (2.47) (186.74) (74.95) | (4,179.41) | (412.32)
in)
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Investing
Activities

Cash Flow
from / (used
in ) (266.48) (641.68) 79.91
Financing
Activities

(612.1 5,358. 378.1
8) 65 3

Cash flow of a company is a key indicator to show the extent of cash generated from operations
to meet capital expenditure, pay dividends, repay loans and make new investments without
raising finance from external resources. If we are not able to generate sufficient cash flows in
future, it may adversely affect our business and financial operations

We do not own the land on which our manufacturing facility and registered office are located

We do not own the land on which our manufacturing facility and registered office are located.
We have taken the premises (land) where our registered office and factory is located on lease
from our promoter group entity, Gujarat Ginning and Oil Industries which is valid for 30 years
from August 01, 2012. If our promoter group entity do not renew the agreement under which
we occupy the premises or renew such agreements on terms and conditions that are unfavorable
to our Company, we may suffer a disruption in our operations or have to pay increased rentals
which could have a material adverse effect on our business, financial condition and results of
operations.

Our top five customers contribute more than 90% of our revenues for the year ended
September 30, 2017. Any loss of business from one or more of them may adversely affect our
revenues and profitability.

Our top five customers contribute majority of our revenues for the year ended September 30,
2017. Further these customers are generally traders who further sell to the Industrial customers.
However, the composition and revenue generated from these clients might change as we
continue to add new customers in normal course of business. Any decline in our quality
standards, growing competition and any change in the demand for our services by these
customers may adversely affect our ability to retain them. We believe we have maintained good
and long term relationships with our customers. However, there can be no assurance that we
will continue to have such long term relationship with them also any delay or default in
payment by these customers may adversely affect our business, financial condition and results
of operations. We cannot assure that we shall generate the same quantum of business, or any
business at all, from these customers, and loss of business from one or more of them may
adversely affect our revenues and profitability.

Our Company may have not complied with the provisions of the Contract Labour (Regulation
and Abolition) Act, 1970 and which can be subject to penalties and regulatory actions

Our Company may have not complied with the provisions of the Contract Labour (Regulation
and Abolition) Act, 1970 for the contract labourers which we have employed. Such non-
compliance may render us liable to penalties and other regulatory actions under the Contract
Labour (Regulation and Abolition) Act, 1970.

Our Company has not complied with certain statutory provisions under Companies Act and
other Corporate Laws. Such non-compliances/lapses may attract penalties.

Our Company has not complied with certain statutory provisions such as the following:

» Non-compliance with section 383A of the Companies Act, 1956 and section 203 of the
Companies Act, 2013

» Provision of Section 58A of the Companies Act, 1956 with respect to availment of
unsecured loans from persons other than the directors, relative of director or member of the
Company during the past.
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» Non-compliance of Section 4A of The Payment of Gratuity Act, 1972

Our Company has lapsed /delayed in making the required filings under Companies Act, 2013
and under the applicable provisions of Companies Act, 1956.

Our Company is required to make filings under various rules and regulations as applicable
under the Companies Act, 2013 and under the applicable provisions of the Companies Act,
1956. Some of which, such as, Form, Form MGT-7 , Form ADT -1, Form MGT-14, Form MR
1, Form DIR-12, etc has not been done within the stipulated time period at some instances.
Due to these delays in filings, our Company had on several occasions paid the requisite late
fees. Although, we have not received any show-cause notice in respect of the above, such
delay/non-compliance may in the future render us liable to statutory penalties and could have
serious consequences on our operations. While this could be attributed to technical lapses and
human errors, our Company is in the process of setting up a system to ensure that requisite
filings are done appropriately with the requisite timeline.

Certain agreements may be inadequately stamped or may not have been registered as a result
of which our operations may be impaired.

Few of our agreements may not be stamped adequately or registered. The effect of inadequate
stamping is that the document is not admissible as evidence in legal proceedings and parties to
that agreement may not be able to legally enforce the same, except after paying a penalty for
inadequate stamping. The effect of non-registration, in certain cases, is to make the document
inadmissible in legal proceedings. Any potential dispute vis-a-vis the said premises and our
non-compliance of local laws relating to stamp duty and registration may adversely impact the
continuance of our activity from such premises.

We have not entered into any technical support service for the maintenance and smooth
functioning of our equipment’s and machineries, which may affect our performance.

Our manufacturing processes involve daily use of technical equipment‘s and machineries. They
require periodic maintenance checks and technical support in an event of technical breakdown
or malfunctioning. Our company has not entered into any technical support service agreements
with any competent third party. Our failure to reduce the downtime in case such events occur
may adversely affect our productivity, business and results of operations.

Our Promoters and members of the Promoter Group have provided personal guarantees to
certain loan facilities availed by us, which if revoked may require alternative guarantees,
repayment of amounts due or termination of the facilities.

Our Promoters and members of the Promoter Group have provided personal guarantees in
relation to certain loan facilities availed of by us. In the event that any of these guarantees are
revoked, the lenders for such facilities may require alternate guarantees, repayment of amounts
outstanding under such facilities, or may even terminate such facilities. We may not be
successful in procuring alternative guarantees satisfactory to the lenders, and as a result may
need to repay outstanding amounts under such facilities or seek additional sources of capital,
which may not be available on acceptable terms or at all and any such failure to raise additional
capital could affect our operations and our financial condition.

Our lenders have charge over our movable and immovable properties in respect of finance
availed by us.

We have secured our lenders by creating a charge over our movable and immovable properties
in respect of loans / facilities availed by us from banks and financial institutions. The total
amounts outstanding and payable by us as secured loans were Rs.3175.27as on September 30,
2017 In the event we default in repayment of the loans / facilities availed by us and any interest
thereof, our properties may be forfeited by lenders, which in turn could have significant adverse
affect on business, financial condition or results of operations. For further information on the
Financial Indebtedness please refer to page no.183 of this Draft Prospectus.
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There may be delays in repayment of term loans and over utilization of working capital limits

In the past, we have made certain delays in repayment of term loans and over utilise our
working capital limits. Though we generally repay our loan instalments in time, we cannot
assure that the monies payable to our secured lenders will be made in timely manner. We
however, shall repay such monies, with the interest due and payable if applicable, thereon as
prescribed under applicable statutory and/or regulatory provisions. Also sometimes, we may run
over our utilization of working capital limits in fulfilling our timely commitments and may have
to bear additional costs thereon.

We operate in a highly competitive environment and may not be able to maintain our market
position, which may adversely impact our business, results of operations and financial
condition.

The textile industry in particular, is highly and increasingly competitive and unorganised, and
our results of operations and financial condition are sensitive too, and may be materially
adversely affected by, competitive pricing and other factors. Competition may result in pricing
pressures, reduced profit margins or lost market share or a failure to grow our market share, any
of which could substantially harm our business and results of operations.

The segment to which we cater is fragmented and continues to be dominated by unorganised
suppliers We believe that in order to compete effectively, we must continue to maintain our
reputation, be flexible and innovative in responding to rapidly changing market demands and
consumer preferences, and offer consumers a wide variety of high quality Products at
competitive prices.. There can be no assurance that we can effectively compete with our
competitors in the future, and any such failure to compete effectively may have a material
adverse effect on our business, financial condition and results of operations.

29. We require a number of approvals, NOCs, licenses, registrations and permits in the ordinary

course of our business. An application dated October 30, 2017 was made for renewal of
license to work factory under the Factories Act, 1948 for the period of renewal from 2018 to
2019 and the same is currently pending. Some of the approvals are required to be
transferred in the name of Gujarat Hy-Spin Limited from Gujarat Hy-Spin Private Limited
pursuant to conversion and change of name of our company and any failure or delay in
obtaining such approvals in a timely manner may adversely affect our operations.

We require a number of approvals, licenses, registrations and permits in the ordinary course of
our business. Additionally, we need to apply for renewal of approvals which expire, from time
to time, as and when required in the ordinary course. We were a private limited company in the
name of “Gujarat Hy-Spin Private Limited” which was carrying business of manufacturing of
cotton yarn. After complying with the relevant procedure of Companies Act, 2013, the
Company was converted into a public limited company in the year 2016. After conversion
there was change of name of the company from “Gujarat Hy-Spin Private Limited” to “Gujarat
Hy-Spin Limited” pursuant to Rule 29 of the Companies (Incorporation) Rules, 2014. We shall
be taking necessary steps for transferring the approvals in new name of our company. In case
we fail to transfer/obtain the same in name of the company, the same may adversely affect our
business.

The company has not yet applied for change of name of all the approvals. In case of delay or
failure to obtain the same, it could affect our business operations. Any failure to renew the
approvals that have expired, or to apply for and obtain the required approvals, licences,
registrations or permits, or any suspension or revocation of any of the approvals, licences,
registrations and permits that have been or may be issued to us, could result in delaying the
operations of our business, which may adversely affect our business, financial condition,
results of operations and prospects. Additionally, our company has not applied for change of
name of the approval/s mentioned in pending approvals and renewal of license to work factory
under the Factories Act, 1948 as mentioned in section of Government and Other Statutory
Approvals Chapter.
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For more information, please refer the chapter “Government and Other Statutory Approvals”
on page 193 of this Draft Prospectus

30. Our Company has applied for logo/trademark. Consequently we may not be able to

31.

32.

effectively protect our intellectual property.

Our Company does not own trademark and on the date of this Draft Prospectus, however our
Company has made any application for registering the logo as per details mentioned below.

Particulars Details of Trademark

Trade Mark Image

Trade Mark Text Gondal to Global

In the event our company is not able to obtain registration in respect of such trade mark, our
company may not be able to obtain statutory protections available under the Trade Marks Act,
1999, as otherwise available for registered logos and trademarks. Consequently, our company is
subject to the various risks arising out of the same, including but not limited to infringement or
passing off our name and logo by a third party. For details on the trademark applications, kindly
refer to “Government and Other Statutory Approvals” appearing on page 193 of this Draft
Prospectus

Our lenders have imposed certain restrictive conditions on us under our financing
arrangements. Under our financing arrangements, we are required to obtain the prior,
written lender consent for, among other matters, changes in our capital structure, formulate
a scheme of amalgamation or reconstruction and entering into any other borrowing
arrangement. Further, we are required to maintain certain financial ratios.

There can be no assurance that we will be able to comply with these financial or other
covenants or that we will be able to obtain the consents necessary to take the actions we believe
are necessary to operate and grow our business. Our level of existing debt and any new debt that
we incur in the future has important consequences. Any failure to comply with these
requirements or other conditions or covenants under our financing agreements that is not
waived by our lenders or is not otherwise cured by us, may require us to repay the borrowing in
whole or part and may include other related costs. Our Company may be forced to sell some or
all of its assets or limit our operations. This may adversely affect our ability to conduct our
business and impair our future growth plans. For further information, see the chapter titled
“Financial Indebtedness” on page 183 of the Draft Prospectus

Though these covenants are restrictive to some extent to the Company however it ensures
financial discipline, which would help the Company in the long run to improve its financial
performance.

Our future funds requirements, in the form of fresh issue of capital or securities and/or loans
taken by us, may be prejudicial to the interest of the shareholders depending upon the terms
on which they are eventually raised.

We may require additional capital from time to time depending on our business needs. Any
fresh issue of shares or convertible securities would dilute the shareholding of the existing
shareholders and such issuance may be done on terms and conditions, which may not be
favourable to the then existing shareholders. If such funds are raised in the form of loans or
debt, then it may substantially increase our interest burden and decrease our cash flows, thus
prejudicially affecting our profitability and ability to pay dividends to our shareholders.
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We could be harmed by employee misconduct or errors that are difficult to detect and any
such incidences could adversely affect our financial condition, results of operations and
reputation.

Employee misconduct or errors could expose us to business risks or losses, including regulatory
sanctions and cause serious harm to our reputation. There can be no assurance that we will be
able to detect or deter such misconduct. Moreover, the precautions we take to prevent and
detect such activity may not be effective in all cases. Our employees and agents may also
commit errors that could subject us to claims and proceedings for alleged negligence, as well as
regulatory actions on account of which our business, financial condition, results of operations
and goodwill could be adversely affected.

Continued operations of our manufacturing facility are critical to our business and any
disruption in the operation of our facility may have a material adverse effect on our business,
results of operations and financial condition.

Our manufacturing facility, at Gondal, Rajkot Gujarat is subject to operating risks, such as
unavailability of machinery, break-down, obsolescence or failure of machinery, disruption in
power supply or processes, performance below expected levels of efficiency, labour disputes,
natural disasters, industrial accidents and statutory and regulatory restrictions. Our machines
have limited lives and require periodic cleaning as well as annual over hauling maintenance. In
the event of a breakdown or failure of such machinery, replacement parts may not be available
and such machinery may have to be sent for repairs or servicing. This may lead to delay and
disruption in our production process that could have an adverse impact on our sales, results of
operations, business growth and prospects.

Changes in technology may render our current technologies obsolete or require us to make
substantial capital investments.

Modernization and technology upgradation is essential to provide better services. Although we
strive to keep our technology in line with the latest standards, we may be required to implement
new technology or upgrade the existing employed by us. Further, the costs in upgrading our
technology could be significant which could substantially affect our finances and operations.
Our failure or inability to incorporate any change in technology might place our competitors at
an advantage in terms of costs, efficiency and timely delivery of the final products.

We will not receive any part of the proceeds from this offer and all the Proceeds of Offer are
to be paid to the Promoters

The Offer Comprises of sale of 44,50,000 Equity Shares of our Company through an Offer for
Sale by Promoter Selling Shareholders i.e by Our Promoters Maganlal Parvadiya and Chandulal
Parvadia. For further details, see the section entitled “The Offer” on page 57. The proceeds from
the Offer for Sale will be remitted to the Promoter Selling Shareholders and our Company will
not benefit from such proceeds.

Our Company has unsecured loans which are repayable on demand. Any demand from
lenders for repayment of such unsecured loans, may adversely affect our cash flows.

As on September 30, 2017 our Company has unsecured loans amounting to Rs. 290.96 lakhs
from our Directors, relatives of Directors that are repayable on demand by the relevant lenders.
Such loans are not repayable in accordance with any agreed repayment schedule and may be
recalled by the relevant lenders at any time. Any such unexpected demand or accelerated
repayment may have a material adverse effect on the business, cash flows and financial
condition of the borrower against which repayment is sought. Any demand from lenders for
repayment of such unsecured loans, may adversely affect our cash flows.

For further details of unsecured loans of our Company, please refer ‘Annexure XVII’ ‘Statement
of Unsecured Loans’ of chapter titled “Financial Statements” beginning on page 171 under the
chapter ‘Auditors Report and Financial Information’ of Our Company’ of the Draft Prospectus.
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Our ability to pay dividends in the future will depend upon our future earnings, financial
condition, cash flows, working capital requirements, capital expenditure and restrictive
covenants in our financing arrangements.

As of now our company does not has not declared dividend .We may retain all our future
earnings, if any, for use in the operations and expansion of our business. As a result, we may
not declare dividends in the foreseeable future. Any future determination as to the declaration
and payment of dividends will be at the discretion of our Board of Directors and will depend on
factors that our Board of Directors deem relevant, including among others, our results of
operations, financial condition, cash requirements, business prospects and any other financing
arrangements.. Accordingly, realization of a gain on shareholders investments may largely
depend upon the appreciation of the price of our Equity Shares. There can be no assurance that
our Equity Shares will appreciate in value. For details of our dividend history, see “Dividend
Policy” on page 170.

Our success depends largely upon the services of our Directors and other Key Managerial
Personnel and our ability to attract and retain them. Demand for Key Managerial Personnel
in the industry is intense and our inability to attract and retain Key Managerial Personnel
may affect the operations of our Company.

Our Directors have built relations with clients and other persons who are connected with us.
Our success is substantially dependent on the expertise and services of our Directors and our
Key Managerial Personnel. They provide expertise which enables us to make well informed
decisions in relation to our business and our future prospects. Our future performance will
depend upon the continued services of these persons. Demand for Key Managerial Personnel in
the industry is intense. We cannot assure you that we will be able to retain any or all, or that our
succession planning will help to replace, the key members of our management. The loss of the
services of such key members of our management team and the failure of any succession plans
to replace such key members could have an adverse effect on our business and the results of our
operations.

Our business operations may be materially adversely affected by strikes, work stoppages or
increased wage demands by our employees or those of our suppliers.

We have not experienced any major disruptions to our business operations due to disputes or
other problems with our work force in the past, there can be no assurance that we will not
experience such disruptions in the future. Such disruptions may adversely affect our business
and results of operations and may also divert the management's attention and result in increased
costs.

India has stringent labour legislation that protects the interests of workers, including legislation
that sets forth detailed procedures for the establishment of unions, dispute resolution and
employee removal and legislation that imposes certain financial obligations on employers upon
retrenchment. Although our employees are not currently unionized, there can be no assurance
that they will not unionize in the future. If our employees unionize, it may become difficult for
us to maintain flexible labour policies, and we may face the threat of labour unrest, work
stoppages and diversion of our management's attention due to union intervention, which may
have a material adverse impact on our business, results of operations and financial condition.
We are also subject to laws and regulations governing relationships with employees, in such
areas as minimum wage and maximum working hours, overtime, working conditions, hiring
and terminating of employees and work permits. Shortage of skilled personnel or work
stoppages caused by disagreements with employees could have an adverse effect on our
business and results of operations.

Our Promoter and members of the Promoter Group will continue jointly to retain majority
control over our Company after the Offer, which will allow them to determine the outcome of
matters submitted to shareholders for approval.
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After completion of the Offer, our Promoter and Promoter Group will collectively own 64.92%
of the Equity Shares. As a result, our Promoter together with the members of the Promoter
Group will be able to exercise a significant degree of influence over us and will be able to
control the outcome of any proposal that can be approved by a majority shareholder vote,
including, the election of members to our Board, in accordance with the Companies Act and our
Articles of Association. Such a concentration of ownership may also have the effect of
delaying, preventing or deterring a change in control of our Company.

In addition, our Promoter will continue to have the ability to cause us to take actions that are not
in, or may conflict with, our interests or the interests of some or all of our creditors or minority
shareholders, and we cannot assure you that such actions will not have an adverse effect on our
future financial performance or the price of our Equity Shares.

In addition to normal remuneration or benefits and reimbursement of expenses, some of our
Directors and key managerial personnel are interested in our Company to the extent of their
shareholding and dividend entitlement in our Company.

Our Directors and key managerial personnel are interested in our Company to the extent of
remuneration paid to them for services rendered and reimbursement of expenses payable to
them. In addition, some of our Directors and key managerial personnel may also be interested to
the extent of their shareholding and dividend entitlement in our Company. For further
information, see “Capital Structure” and “Our Management” on pages 68 and 148,
respectively, of this Draft Prospectus.

Any defects in our products could make our Company liable for customer claims, which in
turn could affect our Company’s results of operations.

Our Company is bound by the terms and conditions as stated in the purchase order placed by its
customers. There are no specific regulations governing the supply of the same, other than the
general law of contracts. Any claims made by these customers for defects in the products,
would be subject to these terms and conditions, which are in the nature of normal contractual
obligations in India. Any violation of these obligations could impact our Company’s results of
operations.

Risk relating to the Offer

There are restrictions on daily/weekly/monthly movements in the price of the Equity Shares,
which may adversely affect a shareholder’s ability to sell, or the price at which it can sell,
Equity Shares at a particular point in time.

Once listed, we would be subject to circuit breakers imposed by all stock exchanges in India,
which does not allow transactions beyond specified increases or decreases in the price of the
Equity Shares. This circuit breaker operates independently of the index-based market-wide
circuit breakers generally imposed by SEBI on Indian stock exchanges. The percentage limit on
circuit breakers is set by the stock exchanges based on the historical volatility in the price and
trading volume of the Equity Shares. The stock exchanges do not inform us of the percentage
limit of the circuit breaker in effect from time to time, and may change it without our
knowledge. This circuit breaker limits the upward and downward movements in the price of the
Equity Shares. As a result of this circuit breaker, no assurance may be given regarding your
ability to sell your Equity Shares or the price at which you may be able to sell your Equity
Shares at any particular time

After this Offer, the price of the Equity Shares may be highly volatile, or an active trading
market for the Equity Shares may not develop.

a. The price of the Equity Shares on the Stock Exchanges may fluctuate as a result of the
factors, including:

b. Volatility in the Indian and global capital market;

c. Company’s results of operations and financial performance;
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Performance of Company’s competitors,
Adverse media reports on Company or pertaining to the Textile Industry;
Changes in our estimates of performance or recommendations by financial analysts;

Significant developments in India’s economic and fiscal policies; and

S e - o o

Significant developments in India’s environmental regulations.

Current valuations may not be sustainable in the future and may also not be reflective of future
valuations for our industry and our Company. There has been no public market for the Equity
Shares and the prices of the Equity Shares may fluctuate after this Offer. There can be no
assurance that an active trading market for the Equity Shares will develop or be sustained after
this Offer or that the price at which the Equity Shares are initially traded will correspond to the
price at which the Equity Shares will trade in the market subsequent to this Offer.

The Offer price of our Equity Shares may not be indicative of the market price of our Equity
Shares after the Offer and the market price of our Equity Shares may decline below the Offer
price and you may not be able to sell your Equity Shares at or above the Offer Price.

The Offer Price of our Equity Shares has been determined by fixed price method. This price is
be based on numerous factors For further information, please refer chapter titled “Basis for
Offer Price” beginning on page 87 of this Draft Prospectus and may not be indicative of the
market price of our Equity Shares after the Offer. The market price of our Equity Shares could
be subject to significant fluctuations after the Offer, and may decline below the Offer Price. We
cannot assure you that you will be able to sell your Equity Shares at or above the Offer Price.
Among the factors that could affect our share price include without limitation. The following:

o Half yearly variations in the rate of growth of our financial indicators, such as earnings per
share, net income and revenues;

Changes in revenue or earnings estimates or publication of research reports by analysts;
Speculation in the press or investment community;

General market conditions; and

Domestic and international economic, legal

You will not be able to sell immediately on Stock Exchange any of the Equity Shares you
purchase in the Offer until the Offer receives appropriate trading permissions.

The Equity Shares will be listed on the Stock Exchange. Pursuant to Indian regulations, certain
actions must be completed before the Equity Shares can be listed and trading may commence.
We cannot assure you that the Equity Shares will be credited to investor’s demat accounts, or
that trading in the Equity Shares will commence, within the time periods specified in this Draft
Prospectus. Any failure or delay in obtaining the approval would restrict your ability to dispose
of the Equity Shares. In accordance with section 40 of the Companies Act, 2013, in the event
that the permission of listing the Equity Shares is denied by the stock exchanges, we are
required to refund all monies collected from investors.

Foreigninvestors are subject to foreign investment restrictions under Indian law that limits
our ability to attract foreign investors, which may adversely impact the market price of the
Equity Shares.

Under the foreign exchange regulations currently in force in India, transfers of shares between
non-residents and residents are freely permitted (subject to certain exceptions) if they comply
with the pricing guidelines and reporting requirements specified by the RBI. If the transfer of
shares is not in compliance with such pricing guidelines or reporting requirements or fall under
any of the exceptions referred to above, then the prior approval of the RBI will be required.
Additionally, shareholders who seek to convert the Rupee proceeds from a sale of shares in
India into foreign currency and repatriate that foreign currency from India will require a no
objection or a tax clearance certificate from the income tax authority. We cannot assure
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49.

50.

investors that any required approval from the RBI or any other Government agency can be
obtained on any particular terms or at all.

Sale of Equity Shares by our Promoter or other significant shareholder(s) may adversely
affect the trading price of the Equity Shares.

Any instance of disinvestments of equity shares by our Promoter or by other significant
shareholder(s) may significantly affect the trading price of our Equity Shares. Further, our
market price may also be adversely affected even if there is a perception or belief that such
sales of Equity Shares might occur.

EXTERNAL RISK FACTORS

The Companies Act, 2013 has effected significant changes to the existing Indian company
law framework, which may subject us to higher compliance requirements and increase our
compliance costs.

A majority of the provisions and rules under the Companies Act, 2013 have recently been
notified and have come into effect from the date of their respective notification, resulting in the
corresponding provisions of the Companies Act, 1956 ceasing to have effect. The Companies
Act, 2013 has brought into effect significant changes to the Indian company law framework,
such as in the provisions related to issue of capital, disclosures in Draft prospectus, corporate
governance norms, audit matters, related party transactions, introduction of a provision allowing
the initiation of class action suits in India against companies by shareholders or depositors, a
restriction on investment by an Indian company through more than two layers of subsidiary
investment companies (subject to certain permitted exceptions), prohibitions on loans to
directors and insider trading and restrictions on directors and key managerial personnel from
engaging in forward dealing. To ensure compliance with the requirements of the Companies
Act, 2013, we may need to allocate additional resources, which may increase our regulatory
compliance costs and divert management attention.

The Companies Act, 2013 introduced certain additional requirements which do not have
corresponding equivalents under the Companies Act, 1956. Accordingly, we may face
challenges in interpreting and complying with such provisions due to limited jurisprudence on
them. In the event, our interpretation of such provisions of the Companies Act, 2013 differs
from, or contradicts with, any judicial pronouncements or clarifications issued by the
Government in the future, we may face regulatory actions or we may be required to undertake
remedial steps. We may face difficulties in complying with any such overlapping requirements.
Further, we cannot currently determine the impact of provisions of the Companies Act, 2013
which are yet to come in force. Any increase in our compliance requirements or in our
compliance costs may have an adverse effect on our business and results of operations.
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OTHER RISKS

51. Changing laws, rules and regulations and legal uncertainties, including adverse application
of tax laws, may adversely affect our business and financial performance.

Our business and financial performance could be adversely affected by unfavorable changes in or
interpretations of existing, or the promulgation of new laws, rules and regulations applicable to us
and our business. Please refer to “Key Regulations and Policies” on page 124 for details of the
laws currently applicable to us. There can be no assurance that the Government of India may not
implement new regulations and policies which will require us to obtain approvals and licenses
from the Government of India and other regulatory bodies or impose onerous requirements and
conditions on our operations. Any such changes and the related uncertainties with respect to the
applicability, interpretation and implementation of any amendment to, or change to governing
laws, regulation or policy in the jurisdictions in which we operate may have a material adverse
effect on our business, financial condition and results of operations. In addition, we may have to
incur expenditures to comply with the requirements of any new regulations, which may also
materially harm our results of operations. Any unfavorable changes to the laws and regulations
applicable to us could also subject us to additional liabilities.

GST has been implemented with effect from July 1, 2017 and has replaced the indirect taxes on
goods and services such as central excise duty, service tax, central sales tax, state VAT and
surcharge currently being collected by the central and state governments. The GST is expected to
increase tax incidence and administrative compliance. Given the limited availability of information
in the public domain concerning the GST, we are unable to provide any assurance as to the tax
regime following implementation of the GST. The implementation of this new structure may be
affected by any disagreement between certain state Governments, which could create uncertainty.
Any future amendments may affect our overall tax efficiency, and may result in significant
additional taxes becoming payable.

Further, the general anti avoidance rules (“GAAR”) provisions have been made effective from
assessment year 2018-19 onwards, i.e.; financial Year 2017-18 onwards and the same may get
triggered once transactions are undertaken to avoid tax. The consequences of the GAAR provisions
being applied to an arrangement could result in denial of tax benefit amongst other consequences.
In the absence of any precedents on the subject, the application of these provisions is uncertain.

The application of various Indian tax laws, rules and regulations to our business, currently or in the
future, is subject to interpretation by the applicable taxation authorities. If such tax laws, rules and
regulations are amended, new adverse laws, rules or regulations are adopted or current laws are
interpreted adversely to our interests, the results could increase our tax payments (prospectively or
retrospectively) and/or subject us to penalties. Further, changes in capital gains tax or tax on capital
market transactions or sale of shares could affect investor returns. As a result, any such changes or
interpretations could have an adverse effect on our business and financial performance.

Further, on November 8, 2016 the Department of Economic Affairs, Ministry of Finance,
Government of India through a notification declared that bank notes of denominations of the series
of the value of five hundred rupees and one thousand rupees shall cease to be legal tender. This
new regulation could result in reduction of liquidity in the economy and may have an impact on
various sectors, which may include sectors such as home and personal care products. As a result,
such changes or interpretations could have an adverse effect on our business and our financial
results. Political instability or a change in economic liberalization and deregulation policies could
seriously harm business and economic conditions in India generally and our business in particular.

The Government of India has traditionally exercised and continues to exercise influence over many
aspects of the economy. Our business and the market price and liquidity of our Equity Shares may
be affected by interest rates, changes in Government policy, taxation, social and civil unrest and
other political, economic or other developments in or affecting India. The rate of economic
liberalization could change, and specific laws and policies affecting the information technology
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sector, foreign investment and other matters affecting investment in our securities could change as
well. Any significant change in such liberalization and deregulation policies could adversely affect
business and economic conditions in India, generally, and our business, prospects, financial
condition and results of operations, in particular.

52.

53.

54,

You may be subject to Indian taxes arising out of capital gains on the sale of the Equity
Shares.

Under current Indian tax laws and regulations, capital gains arising from the sale of equity
shares in an Indian company are generally taxable in India. Any gain realised on the sale of
shares on a stock exchange held for more than 12 months will not be subject to capital gains tax
in India if the securities transaction tax (“STT”) has been paid on the transaction. The STT will
be levied on and collected by an Indian stock exchange on which equity shares are sold. Any
gain realised on the sale of shares held for more than 12 months to an Indian resident, which are
sold other than on a recognised stock exchange and as a result of which no STT has been paid,
will be subject to long term capital gains tax in India. Further, any gain realised on the sale of
shares held for a period of 12 months or less will be subject to capital gains tax in India.
Further, any gain realised on the sale of listed equity shares held for a period of 12 months or
less which are sold other than on a recognised stock exchange and on which no STT has been
paid, will be subject to short term capital gains tax at a relatively higher rate as compared to the
transaction where STT has been paid in India.

Changing laws, rules and regulations and legal uncertainties, including adverse application
of tax laws and regulations, may adversely affect our business and financial performance.

The Government of India has proposed the introduction of the Direct Taxes Code ("DTC"), to
revamp the implementation of direct taxes. If the DTC is notified and becomes applicable, the
tax impact discussed in this Draft Prospectus may not accurately reflect the provisions of the
DTC. In addition, the application of various Indian and international sales, value-added and
other tax laws, rules and regulations to our products and services, currently or in the future
which are subject to interpretation by applicable authorities, if amended/ notified, could result
in an increase in our tax payments (prospectively or retrospectively) and/ or subject us to
penalties, which could affect our business operations.

The governmental and regulatory bodies in India may notify new regulations and/ or such
policies which will require us to obtain approvals and licenses from the government and other
regulatory bodies or impose onerous requirements and conditions on our operations in addition
to what we are undertaking as on date. Any such changes and the related uncertainties with
respect to the implementation of the new regulations may have a material adverse effect on our
business, financial condition and results of operations.

Significant differences exist between Indian GAAP and other accounting principles, such as
U.S. GAAP and IFRS, which may be material to the financial statements prepared and
presented in accordance with SEBI ICDR Regulations contained in this Draft Prospectus.

As stated in the reports of the Auditor included in this Draft Prospectus on page 171 , the
financial statements included in this Draft Prospectus are based on financial information that is
based on the audited financial statements that are prepared and presented in conformity with
Indian GAAP and restated in accordance with the SEBI ICDR Regulations, and no attempt has
been made to reconcile any of the information given in this Draft Prospectus to any other
principles or to base it on any other standards. Indian GAAP differs from accounting principles
and auditing standards with which prospective investors may be familiar in other countries,
such as U.S. GAAP and IFRS. Significant differences exist between Indian GAAP and U.S.
GAAP and IFRS, which may be material to the financial information prepared and presented in
accordance with Indian GAAP contained in this Draft Prospectus. Accordingly, the degree to
which the financial information included in this Draft Prospectus will provide meaningful
information is dependent on familiarity with Indian GAAP, the Companies Act and the SEBI
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55.

ICDR Regulations. Any reliance by persons not familiar with Indian GAAP on the financial
disclosures presented in this Draft Prospectus should accordingly be limited.

Political instability or a change in economic liberalization and deregulation policies could
seriously harm business and economic conditions in India generally and our business in
particular.

The Government of India has traditionally exercised and continues to exercise influence over
many aspects of the economy. Our business and the market price and liquidity of our Equity
Shares may be affected by interest rates, changes in Government policy, taxation, social and
civil unrest and other political, economic or other developments in or affecting India. The rate
of economic liberalization could change, and specific laws and policies affecting the
information technology sector, foreign investment and other matters affecting investment in our
securities could change as well. Any significant change in such liberalization and deregulation
policies could adversely affect business and economic conditions in India, generally, and our
business, prospects, financial condition and results of operations, in particular.

Page 36 of 333



56.

57.

58.

We cannot guarantee the accuracy or completeness of facts and other statistics with respect
to India, the Indian economy and the Textile sector contained in the Draft Prospectus.

While facts and other statistics in the Draft Prospectus relating to India, the Indian economy and
the Textile sector has been based on various government publications and reports from
government agencies that we believe are reliable, we cannot guarantee the quality or reliability
of such materials. While we have taken reasonable care in the reproduction of such information,
industry facts and other statistics have not been prepared or independently verified by us or any
of our respective affiliates or advisors and, therefore we make no representation as to their
accuracy or completeness. These facts and other statistics include the facts and statistics
included in the chapter titled ‘Our Industry’ beginning on page 92 of the Draft Prospectus. Due
to possibly flawed or ineffective data collection methods or discrepancies between published
information and market practice and other problems, the statistics herein may be inaccurate or
may not be comparable to statistics produced elsewhere and should not be unduly relied upon.
Further, there is no assurance that they are stated or compiled on the same basis or with the
same degree of accuracy, as the case may be, elsewhere.

Conditions in the Indian securities market may affect the price or liquidity of our Equity
Shares.

The Indian securities markets are smaller than securities markets in more developed economies
and the regulation and monitoring of Indian securities markets and the activities of investors,
brokers and other participants differ, in some cases significantly, from those in the more
developed economies. Indian stock exchanges have in the past experienced substantial
fluctuations in the prices of listed securities. Further, the Indian stock exchanges have
experienced volatility in the recent times. The Indian stock exchanges have also experienced
problems that have affected the market price and liquidity of the securities of Indian companies,
such as temporary exchange closures, broker defaults, settlement delays and strikes by brokers.
In addition, the governing bodies of the Indian stock exchanges have from time to time
restricted securities from trading and limited price movements. A closure of, or trading
stoppage on the BSE could adversely affect the trading price of the Equity Shares.

The extent and reliability of Indian infrastructure could adversely affect our Company’s
results of operations and financial condition.

India's physical infrastructure is in developing phase compared to that of many developed
nations. Any congestion or disruption in its port, rail and road networks, electricity grid,
communication systems or any other public facility could disrupt our Company's normal
business activity. Any deterioration of India's physical infrastructure would harm the national
economy, disrupt the transportation of goods and supplies, and add costs to doing business in
India. These problems could interrupt our Company's business operations, which could have an
adverse effect on its results of operations and financial condition.

59. Any downgrading of India’s sovereign rating by an independent agency may harm our ability

60.

to raise financing.

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

Natural calamities could have a negative impact on the Indian economy and cause Our
Company's business to suffer.

India has experienced natural calamities such as earthquakes, tsunami, floods etc. in recent
years. The extent and severity of these natural disasters determine their impact on the Indian
economy. Prolonged spells of abnormal rainfall or other natural calamities could have a
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61.

negative impact on the Indian economy, which could adversely affect our business, prospects,
financial condition and results of operation as well as the price of the Equity Shares.

Third party statistical and financial data in this Draft Prospectus may be incomplete or
unreliable.

We have not independently verified any of the data from industry publications and other
sources referenced in this Draft Prospectus and therefore cannot assure you that they are
complete or reliable. Discussions of matters relating to India, its economies or the industries in
which we operate in this Draft Prospectus are subject to the caveat that the statistical and other
data upon which such discussions are based may be incomplete or unreliable.

PROMINENT NOTES:

Public Offer of 44,50,000 Equity Shares of face value of Rs. 10 each of Gujarat Hy-spin
Limited (the “Company”) for cash at a price of Rs. 10 per Equity Share (the “Offer Price”)
through an Offer for Sale by the Selling Shareholder aggregating Rs.445.00 lakhs (“the Offer”),
of which 2,30,000 Equity Shares of face value of Rs. 10 each for Cash at a price of Rs. 10 per
Equity Share, aggregating Rs. 23.00 lakhs will be reserved for subscription by the Market
Maker to the Offer (the “Market Maker Reservation Portion”). The offer less Market Maker
Reservation Portion i.e. Offer of 42,20,000 Equity Shares of face value of Rs. 10 each for cash
at a price of Rs. 10 per Equity Share, aggregating Rs. 422.00 Lakhs is hereinafter referred to as
the “Net Offer”. The Offer and the Net Offer will constitute 26.57% and 25.19% respectively of
the fully diluted

Investors may contact the Lead Manager and the Compliance Officer for any
complaint/clarification/information pertaining to the Offer. For contact details of the Lead
Manager and the Compliance Officer, please refer to chapter titled “General Information”
beginning on page 59 of this Draft Prospectus.

Pre-Offer Net worth of our Company was Rs. 1862.54 as on September 30, 2017 and Rs.
1804.71 as on March 31, 2017. The book value of the Equity Shares of our Company as on
September 30, 2017 is Rs. 11.12 and as on March 31, 2017 is Rs. 10.77 per Equity Share. For
further details, please refer to section titled “Financial Statements” beginning on page 171 of
this Draft Prospectus.

. The average cost of acquisition per Equity Share by our Promoter is set forth in the table below:

Name of the Promoter Average cost of acquisition (in Rs)

Maganlal Parvadiya 10.00

Chandulal Parvadia 10.00

For further details relating to the allotment of Equity Shares to our Promoter, please refer to the
chapter titled “Capital Structure” beginning on page 68 of this Draft Prospectus.

Our Company has entered into related party transactions during the previous years. For details
on related party transactions and loans and advances made to any company in which Directors
are interested, please refer “Annexure XXXI| “Related Party Transactions” beginning on page
169 under chapter titled “Financial Statements as Restated” beginning on page 171 of this
Draft Prospectus.

Investors may note that in case of over subscription in the Offer, allotment to Retail applicants
and other applicants shall be on a proportionate basis. For more information, please refer to the
chapter titled “Offer Structure” beginning on page 219 of this Draft Prospectus.

Except as disclosed in the chapter titled “Capital Structure”, “Our Promoter and Promoter
Group”, “Our Management”, “Our Group Companies” and “Related Party Transactions”
beginning on page 68, 163, 148, 168 and 169 respectively of this Draft Prospectus, none of the
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Promoters, Directors, Group Companies or Key Management Personnel has any interest in our
Company.

9. Except as disclosed in the chapter titled “Capital Structure” beginning on page 68 of this Draft
Prospectus, we have not issued any equity shares for Consideration other than cash

10.There has been no capitalization of our reserves since inception.
11.Trading in Equity Shares of our Company for all investors shall be in dematerialised form only.

12.There are no financing arrangements whereby the Promoter Group, the Directors of our
Company and their relatives have financed the purchase by any other person of securities of our
Company during the period of six months immediately preceding the date of filing of this Draft
Prospectus with the Board.

13.0ur Company was incorporated as “Gujarat Hy-Spin Private Limited” in Gondal, Rajkot,
Gujarat as a private limited company under the provisions of the Companies Act, 1956 and a
Certificate of Incorporation dated February 01, 2011 bearing registration number 063898 issued
by Registrar of Companies, Gujarat, Dadra and Nagar Havelli. Our Company was converted
into a public limited company pursuant to special Resolution passed at the Extra- Ordinary
General Meeting of the Company held on June 13, 2016 and the name of our company was
changed to “Gujarat Hy-Spin Limited” A fresh Certificate of Incorporation consequent upon
conversion to public limited company by Registrar of Companies on August 5, 2016. The
Corporate Identity Number of our Company is U17110GJ2011PLC063898. For details of
incorporation, change of name, Change of objects and registered office of our Company, please
refer to chapter titled “General Information” and “Our History and Certain Other Corporate
Matters” beginning on page 59 and 143 respectively of this Draft Prospectus.

14.Any clarification or information relating to the Offer shall be made available by the Lead
Manager and our Company to the investors at large and no selective or additional information
would be available for a section of investors in any manner whatsoever. Investors may contact
the Lead Manager for any complaints, information or clarifications pertaining to the Offer.
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15.
SECTION 111 - INTRODUCTION

SUMMARY OF INDUSTRY

The information in this section includes extracts from publicly available information, data and
statistics and has been derived from various government publications and industry sources.
Neither we nor any other person connected with the Offer have verified this information. The data
may have been re-classified by us for the purposes of presentation. Industry sources and
publications generally state that the information contained therein has been obtained from sources
generally believed to be reliable, but that their accuracy, completeness and underlying
assumptions are not guaranteed and their reliability cannot be assured and, accordingly,
investment decisions should not be based on such information. You should read the entire Draft
Prospectus, including the information contained in the sections titled “Risk Factors” and
“Financial Statements” and related notes beginning on page 18 and 171 respectively of this Draft
Prospectus before deciding to invest in our Equity Shares.

INTRODUCTION TO COTTON INDUSTRY

Cotton plays an important role in the Indian economy as the country's textile industry is
predominantly cotton based. India is one of the largest producers as well as exporters of cotton
yarn. The Indian textile industry contributes around 5 per cent to country’s gross domestic product
(GDP), 14 per cent to industrial productionand 11 per cent to total exports earnings. The industry is
also the second-largest employer in the country after agriculture, providing employ