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SECTION I: GENERAL
DEFINITIO NS AND ABBREVIATIONS
This Draft Red Herring Prospectus uses certain definitions and abbreviations which, unless the context otherwise
indicates or implies, shall have the meaning as provided below. References to any legislation, act or regulation shall

beto such legislation, act or regulation as amended from time to time.

General Terms

Term Description

our Companyor|Credit Analysis and Research Limited company incorporated under th
wefdbue ®© A our 0 | Companies Act and having iRegisteredOffice at4th Floor Godrej Coliseum
Somaiya Hospital RoadDff Eastern Express Highwagion (East), Mumbai

fi
i

400 022

Company Related Terms

Term Description

Articles/Articles of Association| Articles of Association obur Companyas amended

Auditor The statutory auditor obur Company M/s Khimji Kunverji & Co., Chartered
Accountants

Board/Board of Directors The board of directors afur Companyor a duly constituted committee thereof

Director(s) The director(s) obur Company

Equity Share Equity shares obur Companyof face value oRs. 10 each fully paieup

Federal Bank The Federal Bank Limited

Group Companies Companies, firms and ventures promoted thg Promoters, irrespective (

whether such entities are covered under sectionl3(E) of the Companies Ag
or not and disclosed in t h&27df thishOraft
Red Herring Prospectus

IDBI Bank IDBI Bank Limited

IL&FS IL& FS Financial Services Limited
IL& FS Trust IL& FS Trust Company Limited
ING Vysya ING Vysya Bank Limited

Memorandum/Memorandum ¢ Memorandum of Association afur Companyas amended
Association

MilestoneFund Milestone Private Equity Fund

Milestone Trusteeship Milestone Trusteeship ServicBsivate Limited

Promotes The promoters obur CompanyIDBI Bank and Canara Bankor details, see th
secti on sanB ProomeitGrodp o n 13 af ¢his Draft Red Herring
Prospectus

Promoter Group The persons and entities constituting the promoter groupusf Companyin

terms of Regulatin 21)(zb) of the SEBI Regulationsubject to disclosures
the section fAPr omot @thesEntdiend orlgbrafajtied
Draft Red Herring Prospectus

Registered Office The registered office obur Company which is located at4th Flor, Godrej
Coliseum,Somaiya Hospital RoadDff Eastern Express Highwagpion (East),
Mumbai 400 022

SBI State Bank of India
Scheme The CARE Employees Stock Option Scheme, 2006
Selling Shareholders IDBI Bank Canara Bank, SBI, IL&FS, Federal Barlk& FS Trust(for Equity

Shares held on behalf of Milestor@ind, Milestone Trusteeshiggfor Equity
Shares held on behalf of Milestone Arifisusy, ING VysyaandTata Investmen

Tata Investment Tata Investment Corporation Limited




Offer Related Terms

Term

Description

Allotment/Allot/Allotted

Thetransferof Equity Shares pursuant to the Offer to successful Bidders

Allotment Advice

Note or advice or intimation of Allotment sent to the Bidders vahe to be
Allotted Equity Shares after the Basis of Allotrhdras been approved by tl
Designated Stock Exchange

Allottee

A successful Bidder to whom the Equity Shares are Allotted

Anchor Investor

A Qualified Institutional Buyer, applying under the Anchor Investor Port
with a minimum Bid 0fRs100 million

Anchor Investor BidDffer
Period

The day, one Working Day prior to the B@ffer Opening Date, on which Bid
by Anchor Investors shall be submitted and allocation to Anchor Investors
be completed

Anchor InvestoOffer Price

The final price at which Eaqty Shares will béransferred andllotted to Anchor
Investors in terms of the Red Herring Prospectus and the Prospectus, whic
will be equal to or higher than ti@ffer Price, but not higher than the Cap Pri
The Anchor Investo©ffer Price will be decided bpur Companyand the Selling
Shareholders in consultation with the BRLMs

Anchor Investor Portion

Up to 30% of the QIB Portion which may be allocatedolny Companyand the
Selling Shareholders, in consultation with the BRLMs, to Anchor kave®n a
discretionary basis. Orthird of the Anchor Investor Portion shall be reser
for domestic Mutual Funds, subject to valid Bids being received from dom
Mutual Funds at or above the price at which allocation is being done to A
Investors

Application Supported by
Blocked Amount/ASBA

An application, whether physical or electronic, used by Bidders, other
Anchor Investors, to make a Bid authorising an SCSB to block the Bid An
in the ASBA Account maintained with the SCSB. ASBA is aatory for QIBs
(except Anchor Investors) and Non Institutional Bidders participating in
Offer

ASBA Account An account maintained with the SCSB and specified in the Bid cum Applic
Form for blocking the amount mentioned in the Bid cum Applicatiorm
ASBA Bidder Prospective investors (except Anchor Investors) in @ffer who intend to Bid

through ASBA

Banker(s) to th®©ffer/Escrow
Collection Bank(s)

The banks which are clearing members and registered with SEBI as banker
issue and with Wwom the Escrow Accourand thePublic Offer Accountwill be
opened, in this case being [ 0]

Basis of Allotment

The basis on which Equity Shares will be Allotted to successful Bidders
theOfferand whi ch i s des dffar Brecdduréi Basis bf
Al | ot me n 2239 of this Draft RedeHerring Prospectus

Bid

An indication to make an offer during the Biffer Period by a Bidder pursuat
to submission of the Bid cum Application Form, or during the Anchor Inve
Bid/Offer Period by the Achor Investors, to subscribe to or purchase the Eg
Shares obur Companyat a price within the Price Band, including all revisid
and modifications thereto terms of the Red Herring Prospectus

Bid Amount

The highest value of the optional Bids icatied in the Bid cum Application For

Bid cum Application Form

The form used by a Biddein¢luding anASBA Bidder) to make a Bid and whig
will be considered as the application for Allotment for the purposes of the
Herring Prospectus and the Prospsct

Bid/Offer Closing Date

Except in relation to any Bids received from Anchor Investors, the date
which the Syndicate and the SCSBs will not accept any Bids fadtflee, which
shall be notifiedifd] edi ti on of English nat
nati onal daily [0], and [O6] editi
wide circulation

Our Companyand the Selling Shareholders may, in consultation with




Term

Description

BRLMs, consider closig the BidOffer Period for QIBs one Working Day priq
to the BidOffer Closing Date in accordance with the SEBI Regulations

Bid/Offer Opening Date

Except in relation to any Bids received from Anchor Investors, the date on

the Syndicate and the Dgsiated Branches of the SCSBs shall start accey
Bids for theOffer, which shall be notifieéh[ 6] edi ti on of

[ 6], [ 6] edition of Hindi nati ona

newspaper [0], each with wide cirgqg

Bid/Offer Period Except in relation to Anchor Investors, the period between th®©f&/Opening
Date and the Bidffer Closing Date, inclusive of both days, during whi
prospective Bidders can submit their Bids, including any revisions thereof

Bid Lot [ 0]

Bidder Any prospective investor who makes a Bid pursuant to the terms of the

Herring Prospectus and the Bid cum Application Form

Book Building Process/Method

The book building process, as provided in Schedule XI of the SEBI Regula
in terms of which thi©ffer is being made

BRLMs/Book Running Lead
Managers

The book running leathanagers to th&ffer, in this case being Kotak Mahind
Capital Company LimitedDSP Merrill Lynch Limited, Edelweiss Financia
Services Limited,ICICI Securities Limited,IDBI Capital Market Service
Limited andSBI Capital Markets Limited

CAN/Confirmaton of
Allocation Note

Notice or intimation of allocation of Equity Shares sent to Anchor Investors,
have been allocated Equity Shares, after the Anchor InvestddfiédPeriod

Cap Price

The higher end of the Price Barid,this case bein§ g dbove which theOffer
Price will not be finalised and above which no Bids will be accepted

Controlling Branches

Such branches of SCSBs which coordinate Bids under Qfffisr with the
BRLMs, the Registrar and the Stock Exchanges and a list of which is deaits
http://www.sebi.gov.in/pmd/scsb.html

Cut-off Price

The Offer Price, finalised byour Companyand the Selling Shareholders
consultation with the BRLMs. Only Retail Individual Bidders are entitled to
at the Cufoff Price, for a Bid Amount notxeeedingRs. 200,000. QIBs ang
NonInstitutional Bidders are not entitled to Bid at the -GfftPrice

Designated Branches

Such branches of the SCSBs which shall collect the Bid cum Application H
used by the ASBA Bidders and a list of which is avadabat
http://www.sebi.gov.in/pmd/scsbtml

Designated Date

The date on which funds are transferred from the Escrow Account or the a
blocked by the SCSBs is transferred from the ASBA Account, as the cas
be, to the Publi©ffer Account or the Refad Account, as appropriate, after t
Prospectus is filed with the RoC, following which the Selling Shareholders
give delivery instructions for the transfer of the Equity Shares constitutin
Offer

Designated Stock Exchange

[ O]

Draft Red Hermg Prospectus
or DRHP

This Draft Red Herring Prospectus dat&kptember 302011 issued in
accordance with section 60B of the Companies Act and the SEBI Regulg
which does not contain complete particulars of the price at which the B
Shares wilbe offeredand the size of th©ffer

DSP Merrill Lynch

DSP Merrill Lynch Limited

Edelweiss

Edelweiss Financial Services Limited

Eligible NRI(s)

NRI(s) from jurisdictions outside India where it is not unlawful to make an ¢
or invitation under th®©ffer and in relation to whom the Red Herring Prospe
constitutes an invitation to subscribe to or purchase the Equity Shares

Engagement Letter

The engagement letter dat&eptember 302011 betweerour Company,the
Selling Shareholders and the BRLMs

Escrow Account

Account opened with the Escrow Collection Bank(s) and in whose favou
Bidders (excluding the ASBA Bidders) will issue cheques or drafts in respg
the Bid Amount when submitting a Bid




Term

Description

Escrow Agreement

Agreement to be entered intotlyeenour Companythe Selling Shareholder
the Registrar to théffer, the BRLMs, the Syndicate Members, the Escl
Collection Bank(s) and the Refund Bank(s) for collection of the Bid Amo
and where applicable, refunds of the amounts collected WBitliers (excluding
the ASBA Bidders) on the terms and conditions thereof

Floor Price

The lower end of the Price Bania, this case bein§ g $ubject to any revisiof
thereto, at or above which tl@ffer Price will be finalised and below which 1
Bids will be accepted

ICICI Securities

ICICI Securities Limited

IDBI Capital

IDBI Capital Market Services Limited

IPO Grading Agency

[ O]

Kotak

Kotak Mahindra Capital Company Limited

Mutual Fund Portion

5% of the QIB Portion (excluding the Anchor Investor Portion),185,995
Equity Shares which shall be available for allocation to Mutual Funds only

Mutual Funds

A mutual fund registered witSBEBI under th&ecurities and Exchange Board
India (Mutual Funds) Regulations, 1998s amended

Non-Institutional Bidders

All Bidders that are not QIBs or Retail Individual Bidders and who have Big
Equity Shares for an amount more tha. 200,000 (but not including NRIS
other than Eligible NRIs)

Non-Institutional Portion

The portion of theOffer being not less than 15% of ttl@ffer consisting of
1,0M™,955 Equity Shares which shall be available for allocation or
proportionate basis to Nenstitutional Bidders, subject to valid Bids beir
received at or above tl@ffer Price

Offer/ Offer for Sale The public offer of7,199,700Equity Shareghrough an offer for sale by th
Selling Shareholders o r cash at a price of R
million.

Offer Agreement The agreement date8eptember30, 2011 betweenour Company the Selling
Shareholders and the BRLMs, pursuant to which certain arrangements are
to in relation to he Offer

Offer Price The final price at which Equity Shares will be Allotted in terms of the

Herring Prospectus. Th@ffer Price will be decided byur Companyand the
Selling Shareholders in consultation with the BRLMs on the Pricing [
Provided hat for the purposes of the Anchor Investors, this price shall b
Anchor InvestoOffer Price

Offer Proceeds

The proceeds of th®ffer

Price Band

Price Band of a minimum price &s.[ 0 ] per Equity Sha
maximum price oRs.[ 0 ] per Equity Share (Ca
thereof. The Price Band and the minimum Bid Lot size for ©#er will be
decided byour Companyandthe Selling Shareholders in cantation withthe
BRLMs and advertised, at least two Working Days prior to the (Hfdf
Opening Datej n [ 0] edition of English n
nati onal daily [0], and [O6] editi
wide circulation

Pricing Date

The date on whictour Companyand the Selling Shareholdeia consultation
with the BRLMs finalise th@®ffer Price

Prospectus

The Prospectus to be filed with the RoC in accordance with section 60
Companies Act, contaiimg, inter alia, the Offer Price that is determined at th
end of the Book Building Process, the size of thffer and certain othe
information

Public Offer Account

Account opened with the Bankers to th#fer to receive monies from the Escrg
Account awl from the bank accounts of ASBA Bidders maintained with
SCSBs on the Designated Date

QIB Portion

The portion of theOffer (including the Anchor Investor Portion) amounting
not more tharb0% of theOffer being 3,599,850Equity Shares, which shallel




Term

Description

available forallocationto QIBs, including Anchor Investors

Qualified Institutional Buyers
or QIBs

As defined under Regulation 2(1)(zd) of the SEBI Regulations, and inc
public financial institutions as specified in Section 4A of the Companies
scheduled commercial banks, mutual funds registered with SEBI, Flls an(
accounts registered with SEBI (other than a-sctount which is a foreig
corporate or foreign individual), multilateral and bilateral development fina
institutions, ventwur capital funds registered with SEBI, foreign venture cay|
investors registered with SEBI, state industrial development corpora
insurance companies registered with IRDA, provident funds with minir
corpus of Rs. 250 million, pension funds withnimium corpus of Rs. 25
million, the National Investment Fund set up by the Government of |
insurance funds set up and managed by army, navy or air force of the Un
India and insurance funds set up and managed by the Department of Posts

Quialified Purchasers or QPs

Qualified Purchasers as defined in Section 2(a)(51) and related ruleslSth
Investment Company Act

Red Herring Prospectus or RH

The red herring prospectugssued in accordance with Section 60B of
Companies Act andhe SEBI Regulations, which does not have comp
particulars of the price at which the Equity Shares will be offered and the s
the Offer. The Red Herring Prospectus will be filed with the RoC at least 1
days before the Bi@ffer Opening Date andvill become a Prospectus upq
filing with the RoC after the Pricing Date

Refund Account(s)

The account opened with the Refund Bank(s), from which refunds, if any,
whole or part of the Bid Amount (excluding refunds to ASBA Bidders) sha
made

Refund Bank(s)

[ O]

Refunds through electronic
transfer of funds

Refunds through NECS, Direct Credit, RTGS or NEFT, as applicable

Registrar to th®©ffer/Registrar

Registrar to th®ffer, in this case beingarvy Computershare Private Limited

Retail Individual Bidder(s)

Individual Bidders who have Bid for Equity Shares for an amount not more
Rs. 200,000 in any of the bidding options in t@fer (including HUFs applying
through their Karta and Eligible NRIs)

Retail Portion

The portion of theOffer being not less than 35% of th@ffer consisting of
2,519,895 Equity Shares which shall be available for allocation or
proportionate basis to Retail Individual Bidder(s)

Revision Form

The form used by the Bidderm¢luding ASBA Bidder¥ to modify the quairitty
of Equity Shares or the Bid Amount in their Bid cum Application Forms or
previous Revision Form(s)

SBI Capital Markets

SBI Capital Markets Limited

Securities Act

U.S. Securities Act of 1933, as amended

Self Certified Syndicate
Bank(s) or SCSB(s)

A banker to theOffer registered with SEBI, which offers the facility of ASB
and a list of which is available http://www.sebi.gov.in/pmd/scsb.html

Specified Cities

Cities as specified in the SEBI circular no. CIR/CFD/DIL/1/2011 dated Apri
2011, namely, AhmedabadBangalore Baroda Chennaj Delhi, Hyderabad
Jaiput Kolkata, Mumbai, PuneRajkotand Surat

Syndicate Agreement

The Agreement to be entered into amongst the Syndicaté&;ompany and thg¢
Selling Shareholders in relation to the cdiies of Bids in thisOffer

Syndicate Members

[ O]

Syndicatethembers of the
Syndicate

The BRLMs and the Syndicate Members

TRS/Transaction Registration
Slip

The slip or document issued by the Syndicate, or the SCSB (only on demal
the case may be, to the Bidder as proof of registration of the Bi

U.S.Investment Company Act

U.S.Investment Company Adf 1940, as amended

U.S. Person

As defined in Regulation S under the Securities Act

U.S. QIBs

Qualified Institutional Buyers, as defined in Rule 144A under the Securities




Term

Description

Underwriters

The BRLMs and the Syndicate Members

Underwriting Agreement

The agreement amongst the Underwriteosir Companyand the Selling
Shareholders to be entered into on or after the Pricing Date

Working Days

Any day, other than Saturdays and Sundays, on which coriahéanks in
Mumbai are open for business, provided however, for the purpose of thg
period between the Bi@ffer Closing Date and listing of the Equity Shares
the Stock Exchanges, AWor ki ng Day
and bank hotlays in Mumbai in accordance with the SEBI circular

CIR/CFD/DIL/3/2010 dated April 22, 2010

Technical/Industry Related Terms

Term Description
Circular The RBI circular dated August 10, 2011
CPS Capital protection oriented schemes
CQR Credit quaity rating
CRISIL Credit Rating and Information Services of India Limited
ESCO Energyservicecompany
ICRA ICRA Limited
IRB Approach Internal rating based approach for credit risk
MSE Micro and small enterprises
RESCO Renewable energy service compan
SMEs Small and medium enterprises

Conventional Terms/General Terms/Abbreviations

Term

Description

AS/Accounting Standards

Accounting Standards issued by the Institute of Chartered Accountants of Ir

Banking Regulation Act

Banking Regulation Act1949, as amended

BSE

Bombay Stock Exchange Limited

CAGR Compounded Annual Growth Rate

CCl Competition Commission of India

CDS Credit Default Swap

CFA Chartered Financial Analyst

CDSL Central Depository Services (India) Limited

CRA Regulations

Secuities and Exchange Board of India (Credit Rating Agencies) Regulat
1999, as amended

Companies Act

Companies Act, 195Gs amended

Competition Act

Competition Act, 2002, as amended

Depositories NSDL and CDSL

Depositories Act The Depositories A¢tl996 as amended

DIN Director Identification Number

DP ID Depository Participantdés I denti fi g

DP/Depository Participant

A depository participant as defined under the Depositories Act

EBITDA

Earningsbefore Interest, Tax, Depreciation and Amzatiion

EPS Earningsper share

FCNR Foreign Currency Non Resident

FDI Foreign Direct Investment

FDI Policy Consolidated FDI Policy dateMarch 31, 201lissued by the Government
India, Ministry of Commerce and Industry effective frofpril 1, 2011 as
amended

FEMA Foreign Exchange Management Act, 1999 read with rules and regul

thereunder and amendments thereto




Term

Description

FEMA Regulations

FEMA (Transfer or Issue of Security by a Person Resident Outside |
Regulations, 2000as amended

Fli(s)

ForeignInstitutional Investors as defined undgecurities and Exchange Boa
of India (Foreign Institutional Investors) Regulations, 19%% amendednd
registered with SEBI under applicable laws in India

Financialyear

The period of 12 months ending March&lthat particular year

FIPB Foreign Investment Promotion Board of the Government of India

FVCls Foreign Venture Capital Investors as defined and registered with SEBI und
Securities and Exchange Board of IndForeign Venture Capital Investor
Regulations, 2000as amended

GIR General Index Register

Government Government of India

HUF Hindu Undivided Family

ICAI Institute of Chartered Accountants of India

IFRS International Financial Reporting Standards

Income Tax Act The Income Tax Act, 1965s amended

IND-AS Indian Accounting Standarmbnverged withIFRS

Indian GAAP Generally Accepted Accounting Principles in India

IOSCO International Organization of Securities Commission

IPO Initial Public Offering

IRDA Insurance Regulatory and Degpment Authority

LIC Life Insurance Corporation of India

National Investment Fund

National Investment Fund set up by resolution no. F. No. 2/3/2I05 dated
November 23, 2005 of the Government of India published in the Gazette of

NECS NationalElectronic Clearing Service
NEFT National Electronic Fund Transfer
NR/Non-Resident A person resident outside India, as defined under FEMA and includes 3

Resident Indian, FlIs registered with SEBI and FVCIs registered with SEBI

NRE Account

Non Residat External Account

NRI

A person resident outside India, who is a citizen of India or a person of |
origin, and shall have the meaning ascribed to such term in the Foreign Exq
Management (Deposit) Regulations, 2088 amended

NRO Account

Non Resident Ordinary Account

NSDL National Securities Depository Limited
NSE The National Stock Exchange of India Limited
NSIC National Small Industries Corporation Limited

OCB/Overseas Corporate Bod

A company, partnership, society or other corporate bodyed directly or
indirectly to the extent of at least 60% by NRIs including overseas trustg
which not less than 60% of beneficial interest is irrevocably held by N
directly or indirectly and which was in existence on October 3, 2003
immediatey before such date had taken benefits under the general permi
granted to OCBs under FEMA. OCBs are not allowed to invest irOifés

p.a. Per annum

P/E Ratio Price/Earnings Ratio

PAN Permanent Account Number

RBI The Reserve Bank of India

RoC The Registrar of Companies, Maharashtra located at 100, Everest, M
Drive, Mumbai 400 002

RONW Return on Net Worth

Rs/Rupees Indian Rupees

RTGS Real Time Gross Settlement

SCRR Securities Contracts (Regulation) Rules, 1%%7amended

SEBI The Seurities and Exchange Board of India constituted under the SEBI Act




Term Description
SEBI Act Securities and Exchange Board of India Act, 1982amended
SEBI Intermediaries Securities and Exchange Board of India (Intermediaries) Regulations, 200
Regulations amened
SEBI Merchant Bankers Securities and Exchange Board of Infliéerchant Bankers) Regulations, 199
Regulations as amended

SEBI Regulations

Securities and Exchange Board of Indissue of Capital and Disclosuré
Requirements) Regulations, 20@% ameded

SEBI Takeover Regulations

Securities and Exchange Board of India (Substantial Acquisition of Shares
Takeovers) Regulations, 1997as amended SEBI has pursuant to the
notification dated September 23, 2011 issSedurities and Exchange Board q
India (Substantial Acquisition of Shares and Takeovers) Regulatiirid,
which shallcome into force on th&0" day from the date of publication in
official gazette

Securities Act

U.S. Securities Act, 1933

SIDC

State Industrial Development Corporason

State Government

The government of a state in India

Stock Exchanges

The BSE and the NSE

STT Securities transaction tax

ULIP Unit Linked Insurance Plan

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

U.S. GAAP Generally Accepted Accounting Printgg in the United States of America
UsD United States Dollars

VAT Value added tax

VCFs Venture Capital Funds as defined in and registered with SEBI under

Securities and Exchange Board of In@iéenture Capital Funds) Regulationg
1996 as amended




PRESENTATION OF FINANCIAL, INDUSTRY AND MARKET DATA

Al | references t ¢his BraftnRkd lHedringrospettasiare éodthe iRepublic of India and all
references to the AU.S. 0 are to the United States of A

Financial Data

Unless statedtherwise the financial dateof our Companyncludedin this Draft Red Herring Prospectus is derived

from the audited financial statements, prepared in accordance with Indian GAAP and the Companies Act and
restated in accordance with the SEBI Regulatidmshis Draft Red Herring Prospectus, any discrepancies in any
table between the total and the sums of the amounts listed are due to rounditigdef€imalshave been rounded

off to two decimal points.

Our Compang §inancial year commences on Aprdl and ends on March 31 of the next year, so all references to
particularfinancialyear, unless stated otherwise, are to the 12 months period ended on March 31 of that year.

There are significant differences between Indian GAARS. BAAP and IFRSThe reconciliation of the financial

statements to IFRS or.8 GAAP financial statements has not been providegr Companyhas not attempted to

explain those differences or quantify their impact on the financial data includédisiDraft Red Herring

Prospetus, and it is urged that you consult your own advisors regarding such differences and their inqueict on

Company s f i n a rAccordingly, thea degree to which thimancial statements included ithis Draft Red

Herring Prospectus will provide meagird u | information is entirely dependen:
with Indian accounting practices. Any reliance by persons not familiar with Indian accounting practices on the
financial disclosures presentedtims Draft Red Herring Prospectsfiould accordingly be limited.

Unless otherwise indicatednay per cent age amount s, as seOurBosit hessno,t h
AfManagement 6s Discussion and Analysis of F488andléd al Con
of this Draft Red Herring Prospectusespectively, and elsewheretiis DraftRed Herring Prospectus have been

calculated on the basis ofur auditedfinancial statements prepared in accordance Wwithan GAAP and the

Companies Act and restated in aatance with the SEBI Regulatians

Currency, Units of Presentationand Exchange Rates

All references tofiRsooriRupees o6 are to I ndian Rupees, thall of fici e
references to AUSDO ar e citlourrdueyioftUritdd Statefalt le sr eDfodRlfgparicse s tthe |
are to the official currency dRepublic of MaldivesA | | references to ORUBG6 are to R
Russia.

Our Companyhas presented certain numerical informatiothis DraftfRed Her ri ng Prospectus in

One million represents 1,000,086d one billion represents 1,000,000,000

This Draft Red Herring Prospectus contains conversion of certain currency amounts into Indian Rupees that have
been presented solely tmmply with the requirements of the SEBI Regulations. These conversions should not be
construed as a representation that those currency amounts could have been, or can be converted into Indian Rupees,
at any patrticular rate.

Industry and Market Data

Unless stated otherwise, industry and market data ustisibraft Red Herring Prospectusvebeen obtained or

derived from publicly available information as well as industry publications and sources. Industry publications
generally state that the inforn@t contained in those publications has been obtained from sources believed to be
reliable but that their accuracy and completeness are not guaranteed and their reliability cannot be assured.
Accordingly, no investment decision should be made on the bhsiach information. Althouglour Company

believes that industry data used ithis Draft Red Herring Prospectus is reliable, it has not been independently
verified.



The extent to which the market and industry data uséisrDraftRed Herring Prospeciuis meaningful depends

on the readerés familiarity with and underTheteaamedd ng of
standard data gathering methodologies in the industry in whigh Companyconducs its business, and
methodologies ahassumptions may vary widely among different industry sources.

Definitions

For definitions, see t he sectilohthisiDEatRed HerrihgiPoospectuland Abbr
the section AMain Provi si ga5obtis DAaftRed HefriegProgpéctudefinedo c i at i o
terms have the meaning given to such terms in the Articles of Association.
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NOTICE TO PROSPECTIVE INVESTORS IN THE UNITED STATES

The Equity Shares have not been reviewed or recommended by any U.S. dedtate securities commission or
regulatory authority. The foregoing authorities have not confirmed the accuracy or determined the adequacy of this
Draft Red Herring Prospectus or approved or disapproved the Equity Shares. Any representation tatiiéscant
criminal offence in the United States. In making an investment decision, investors must rely on their own
examination of our Company and the terms of the Offer, including the merits and risks involved.

Our Company has not been and will not bgistered under the U.S. Investment Company Act of 1940, as amended,

and related rul es andU.S. éngestientt Jdormparsy Adb h e raenwdn dienrv e(stt loeg s A wi
entitled to the benefits of the U.S. Investment Company Act. The Equity Sharesbabeen and will not be

registered under the Securities Act or any other applicable law of the United States and, unless so registered, may

not be offered or sold within the United States or to, or for the account or benefit of, U.S. Persons esuapt four

an exemption from, or in a transaction not subject to, the registration requirements of the Securities Act and
applicable state securities laws. Accordingly, the Equity Shares are being offered and sold only (i) outside the
United States, to neWd.S. Persons in offshore transactions under Regulation S; and (ii) to institutional investors in

the United States and U.S. Persons that are both (A) @
Aqualified purchasoar@)(bl) am reldtedf rules efdthe iUrS. Irivesttnent Company Act.
Prospective purchasers in the United States are hereby notifiegutt@mpany is relying on the exemption from

the registration requirements under Section 4(2) of the Securities Actxaagtiens from the U.S. Investment

Company Act.

Each purchaser of Equity Shares that is located within the United States or who is a U.S. Person, or who has
acquired the Equity Shares for the account or benefit of a U.S. Person will be required torepickagree, among

other things, that such purchaser (i) is a U.S. QIB and a Qualified Purchaser; and (ii) will only reoffer, resell, pledge

or otherwise transfer the Equity Shares in an fAoff shol
Regulation S and under circumstances that will not require our Company to register under the Investment Company

Act, in each case in accordance with all applicable securities laws.

Each other purchaser of the Equity Shares will be required to represesgraed among other things, that (i) such
purchaser is a ned . S. person acquiring the Equity Shares in a
Regulation Sand (ii) any reoffer, resale, pledge or transfer of the Equity Shares by such purchaser lvélhmade

to a person in the United States or to a person known by such purchaser to be a U.S. Person, in each case in
accordance with all applicable securities laws.

Investors may be required to bear the financial risk of an investment in the Equigs $traan indefinite period.
The Equity Shares are not transferable except in compliance with the restrictions desctiteedeictiom® Ot h e r
Regul atory and St at Ga%3ofthig DréftiRedcHeraong Brospestds. on page

NOTICE TO NEW HAMPSHIRE RESIDENTS

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A LICENSE
HAS BEEN FILED UNDER CHAPTER 42B OF THE NEW HAMPSHI RE REVI SED STA
WITH THE STATE OF NEW HAMPSHIRE NOR THE FACT THAT A SECURITY IS EFFECTIVELY
REGISTERED OR A PERSON IS LICENSED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A
FINDING BY THE SECRETARY OF STATE OF NEW HAMPSHIRE THAT ANY DOCUMENT FILED
UNDER RSA 421B IS TRUE, COMPLETE AND NOT MISLEADING. NEITHER ANY SUCH FACT NOR
THE FACT THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR A
TRANSACTION MEANS THAT THE SECRETARY OF STATE HAS PASSED IN ANY WAY UPON THE
MERITS OR QUALIFICATIONS OF, OR RECOMMENDED OR GIVEN APPROVAL TO, ANY PERSON,
SECURITY OR TRANSACTION. IT IS UNLAWFUL TO MAKE, OR CAUSETO BE MADE, TO ANY
PROSPECTIVE PURCHASER, CUSTOMER, OR CLIENT ANY REPRESENTATION INCONSISTENT WITH
THE PROVISIONS OF THIS PARAGRAPH.
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NOTICE TO PROSPECTIVE INVESTORS IN THE EUROPEAN ECONOMIC AREA

This Draft Red Herring Prospectus has been prepared @rmalsis that all offers of Equity Shares will be made

pursuant to an exemption under the Prospectus Directive, as implemented in Member States of the European
Economi cEEMr)ea f(rfiom the requirement to pr odheegressionpr ospec
AiProspectus Directived means Directive 2003/ 71/ EC of t
thereto, including the 2010 PD Amending Directive, to the extent implemdiytesach Member State of the

European Economic Area (each Releviant Member Stat® ))and includes any relevant implementing measure in

each Relevant Member State. Accordingly, any person making or intending to make an offer within the EEA of
Equity Shares which are the subject of the placement contemplated DraftRed Herring Prospectus should only

do so in circumstances in which no obligation arisesofarCompany or any of the Underwriters to produce a
prospectus for such offer. None afr Company the Selling Shareholdecs the Underwriters have éudrised, nor

do they authorize, the making of any offer of Equity Shares through any financial intermediary, other than the offers
made by the Underwriters which constitute the final placement of Equity Shares contemplhisdDraft Red

Herring Prospduas.
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FORWARD-LOOKING STATEMENTS

This Draft Re d Herring Prospectusl ooknthagi nst ad e mte altholsing A f o rhveas re
statements generally can be | &aemtoi fificadntby i wat dé, oifb el
festi mateo, Aintendod, fAobjectiveo, f#dAplano, iprojecto,
of similar import. Similarly, statements that descring Compang§ s st r at e gi exsar goaldbareealsd i ves,
forward-looking statements. All forwarbboking statements are subject to risks, uncertainties and assumptions about

our Companythat could cause actual results to differ materially from those contemplated by the relevant-forward

looking statement.

Actual results may differ materially from those suggested by the forleaking statements due to risks or
uncertainties. Important factors that could cause actual results to differ materiallgpdrd@ompang expectations
include, but ee not limited to, the following:

. any changes in the volume of détruments issued and bank loans and facilities provided in the Indian
debt market

anychanges in interest rates in the Indian debt markets

general economic conditions in India anétseas, and unanticipated volatility in interest rates;
performance of financial markets in India and globally;

our inability to successfully diversify our business;

our inability to recover the annual surveillance fees for our rating business;

competition in our industry;

changes in domestic laws, regulations and texed

our inability toretain ourmanagement team, rating committee members and skilled personnel

For further discussion of factors that could cause the actual results to differ frexpénetations, sene sections

ARi sk FAOQuwBwsismes o0 and AManagement 6s Discussion and An;
Oper ati on d4 88an16pd thie Braft Red Herring Prospectus, respectively. 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 gains or losses could materially differ from those that have been estimated.

Forwardlooking statements reflect tloairrent views as of the date this DraftRed Herring Prospectus and are not

a guarantee of future performandéese statements are basedlmma nage ment 6 s bel i efs and a
in turn are based on currently available information. AlthoaghCompanybelieves the assumptions upon which

these forwardooking statements are based are reasonable, any of these assumptions could prove to be inaccurate,
and the forwardooking statements based on these assumptions could be incolegbier our Canpany the

Directors,the Selling Shareholderthe BRLMs, the SyndicateMembers,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 he occurrence of underlying events, even if the underlying assumptions do not come to feuition.
Companyandthe Selling Shareholdensill ensure that investors in India are informed of material developments

until the time of the grant of listing andtting permission by the Stock Exchanges.
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SECTION II: RISK FACTORS

An investment in the Equity Shares involves a high degree of risk. The risks and uncertainties described below
together with the other information contained in this Draft Red HerringsPectus should be carefully considered

before making an investment decision in our Equity Shares. The risks described below are not the only ones relevant

to the country, the industry in which our Company operates, our Company or our Equity Sharesnaldatks,

not presently known to our Company or that we currently deem immaterial, may also impair our business and
operations. To obtain a complete understanding of our Company, prospective investors should read this section in
conjunction with the sectons fiOur Businesso and fAManagementds Discus

and

Results of G®andladofithisDsafd Red HerripgaPgospsctus, respectively, as well as the

other financial and statistical information contained tims Draft Red Herring Prospectus. If any of the risks
described belowor other risks that are not currently known or are now deemed immaterial, actually occur, our
business, prospects, financial condition and results of operations could be serioustghtrentrading price of our

Equity Shares could decline, and prospective investors may lose all or part of their investment. Prospective
investors should consult their tax, financial and legal advisors about the particular consequences of an investment
in this Offer.

This Draft Red Herring Prospectus also contains forwtoking statements that involve risk and uncertainties.

Our

Companyb6s actual results coul d di f-foeking statemeats dsal | vy

a result of cetain factors, including the considerations described below and elsewhere in this Draft Red Herring
Prospectus. Sabe sectiorfi F o r waorodk i ng St at d3woethistDsaft Red HerripgaPgospectus.

Unless specified or quantified in the relevankractors below, we are not in a position to quantify the financial or
other implication of any of the risks described in this section. Unless otherwise stated, the financial information
used in this section is derived from the restateditedfinancial gatements of our Company.

Internal Risk Factors and Risks Relating to our Business

1.

Our business and revenues are impacted by changes in the volume of debt instruments issued and bank
loans and facilities provided in the Indian debt market. Any reductionsuch volumes may adversely
affect our business, results of operations and financial performance.

We are primarily engaged in the business of providing credit rating services. During the financial years
ended March 31, 2009, 2010 and 2011, 93.18% 488 .dnd 96.07%, respectively, of our total income was

on account of our rating services. Demand for our debt rating services is primarily linked to the issuance of
debt instruments and the provision of bank loans and facilities in the Indian debt mark€oQup any 6 s
business has steadily grown over the financial years 2009, 2010 and 2011 with a net profit of Bs. 546.7
million, Rs. 870.47 million and Rs. 910.%8illion, respectively, over such periods. However, unfavorable
financial or economic conditions ilndia, which either reduce investor demand for debt instruments or
bank | oans or facilities or reduce the issuersbo
themselves of bank loans or facilities, could reduce the issuance of debhamssior the demand for bank

loans and facilities in India for which we provide rating services.

Further, investor preference in the domestic bond market is restricted to higher category ratings. This may
continue to constrain the volume of issuance ofids in the Indian market. Currently, accessing the
overseas debt market by Indian borrowers and issuers is regulated, which includeg eestrictions of

such borrowings. Any change in such regulatory regime, which liberalizes accessing overseasfanarket
raising debt funds, may adversely impact issuance of debt instruments in the domestic market. In the event
there is a reduction in the level of debt instruments issued in India, the results of our operations and our
financial condition, business puects and revenues may be adversely affected.

Our business and revenues may be adversely impacted by changes in interest rates in the Indian debt
markets.

Our Co mmpvenuss&rd financial condition are primarily linked to the demand for ratingeseixi
the Indian debt market. Any increase in interest rates and credit spreads may negatively impact the issuance
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of debt instruments or demand for bank loans or facilities for which we provide rating services. Interest
rates are highly sensitive to mafactors beyond our control, including the monetary policies of the RBI,
inflation, deregulation of the financial sector in India, domestic and international economic and political
conditions and other factors. Due to these factors, interest rates inhndiahistorically experienced a
relatively high degree of volatility. Since March 2010, the RBI has attempted to manage inflation by
continuously raising key interest rates. The RBI has increased the repo rate 12 times since March 2010
from 4.75% to 8.25%on September 16, 2011. A sustained continuation of higher interest rates could
impact growth rates, investment demand and capital expenditure, which may impact the issuance of debt
instruments or the demand for bank loans or facilities, and, as a regatt the demand for our rating
services. As a result, our results of operations, financial condition, business prospects and revenues may be
adversely affected.

If the current global economic downturmeducesthe volume of debt instruments issued or kaloans
and facilities provided in the Indian debt markebur business and results of operations could be
adversely affected

The current downturn in global economies has led to a decrease in investor confidence, decreased market
valuations and liquidjt, increased market volatility and a widespread reduction of business activity
generally.Credit market disruptions, together with an economic slowdown, have negatively impacted the
volume of debt instruments issued in global debt markets and the denrabdnio loan or facility
financing. In addition, market volatility has increased in recent months as a result of the European
sovereign debt crisis, and the resulting economic turmoil may worsen industry conditions or have other
unforeseen consequences,dieg to uncertainty about future industry conditions. There can be no
assurance that government responses to the disruptions in the financial markets will restore consumer
confidence, stabilize the markets or increase liquidity and the availability of.cred

Further, the rapid deterioration of the mortgage markets in the United States and Europe starting in 2008
was followed by global economic turmoil, which also affected the Indian economy as a whole. These and
other related events, such as the collagfsa humber of financial institutions, have had and continue to
have a significant adverse impact on the availability of credit and confidence in the financial markets
globally, as well as in India. There can be no assurance that current market comditioos deteriorate

again to such an extent, which may have an adverse impact on our business, results of operations and
financial results.

The timing, nature, extent and sustainability of any recovery in the global credit and other financial markets
remain uncertain and there can be no assurance that overall market conditions will improve in the future. A
sustained period of market decline or weakness, especially if it relates to the domestic debt market, could
have an adverse effect on our businessfiaadicial results. Other factors that could further reduce investor
demand for debt instruments or factors that coul d
securities include increases in interest rates or credit spreads, continuedyati financial markets or

the interest rate environment, significant regulatory, political or economic events, foreign exchange
fluctuations, the use of alternative sources of credit, including financial institutions and government
sources, defaultsfosignificant issuers and other unfavorable market and economic conditions, both
domestically and globally. These factors coul d fu
facilities, as well. Continuation or worsening of the global downturn orrgeeeonomic conditions may

have an adverse effect on our business, liquidity and results of operations.

Our business is concentrated in the rating of debt instruments and bank loans and facilities; if we are
not able to diversify our business, our finaral condition and results of operations may be adversely
affected.

We are primarily engaged in the business of providing rating services for debt instruments and bank loans
and facilities in the Indian debt market. During the financial years ended Nar&@009, 2010 and 2011,
93.18%, 89.4% and 96.07%, respectively, of our total income was on account of our rating services. We
intend to diversify our ratings business by expanding our income generating pool of products, developing
our business in marketaitside of India and growing our research business; however, if we are unable to
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successfully diversify our business, we will continue to depend primarily on the business of providing
rating services for debt instruments and bank loans and facilitiesrteraje a substantial part of our
income, and any adverse movement in our rating services business may adversely impact our business
prospectsfinancial condition and results of operations.

If the banks whose clients avail credit rating services undbe tBasel Il framework migrate to the
internal rating based approach for creditrisk t he fA | RB , iAgoudrhava antedvrse effect on
our rating business, which may in turn have an adverse effect on our business, financial condition,
results of opeations and revenues.

RBI has pursuant to a circular dated July 7, 2009 advised banks that they may apply for migration to an
Ainternal rating basedd approach for measuring crec
will allow the banks, sybct to the approval of RBI and fulfilling certain requirements, as may be
applicable, to use their own internal estimates for some or all of the credit risk components in determining

the capital requirement for a given credit exposure. RBI has pursuartitoular dated August 10, 2011

( t hQrculdro ) i ssued draft guidelines for computing th
Approach. As per the timeframe specified for implementation of the IRB Approach as set forth in the
Circular, RBI may, suect to an 18 monthdetailed analysis of the applicant bank, commence grant of
approvals by March 31, 201B.or f ur t her detail s, see the 183efcti on |
this Draft Red Herring Prospectus.the event that banks whoseeclts avail credit services from us apply

for, and receive, approval from RBI to adopt the IRB Approach, it could have an adverse effect on our

rating businesswhich may in turn have an adverse effect on lousiness, financial condition, results of

operaions and revenues.

We may not be able to recover the annual surveillance fees for our rating business.

As the rating of debt instruments and bank loans and facilities which are accepted and used by our clients
must remain under surveillance until theiendebt is repaid, we continue to charge an annual surveillance

fee over the lifetime of the debt instrument or bank loan or facility, which provides us with annuitized
revenue. However, there have been instances in the past when clients have nbbppattabf the annual
surveillance fees. We cannot assure you that we will be able to recover part or all of the surveillance fees in
the future and failure to recover such fees may adversely affect our revenues, results of operations and
financial condiion.

Competition may affect market share or profitability which could have an adverse effect on our business,
financial condition and revenues.

The credit rating and financial services markets are constantly evolving and the market for such services is
becoming increasingly competitive. We compete with our competitors on the basis of investor and market
acceptance, sectgpecific knowledge, methodologies, quality of products and client service. Our
competitors and other financial services companies méapduce new products and services and
sophisticated technological advancements to anticipate client requirements and provide innovative
solutions to clients. Our competitors may also adapt to the introduction of new financial instruments faster
than weare able to, which may result in a loss of ratings business or clients for us. Some of our competitors
are subsidiaries of, or otherwise related to, international rating agencies, which may provide them with a
competitive advantage in terms of reputatierpertise and access to technology. Additionally, we have
faced, and may in the future face, increased pricing pressure from our competitors. If our pricing and
services are not sufficiently competitive with our current and future competitors, we mayadsx share.

We may also compete with new rating agencies that enter the market in the future, as well as rating
agencies in new markets that we enter.

As a part of our efforts to compete effectively, we have adopted a fixed fee cap model for certsrfali

a particular duration of time. Once the fee cap is exhausted, we aat asour terms of engagement with

such clients, restricted from charging them any additional fees for additional debt issuances or bank loans
or facilities availed for th&uration of the period agreed. If we are unable to negotiate fee caps with these
clients at appropriate levels and if we exhaust the fee cap, we will be required to continue to perform our
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services in accordance with the terms agreed with such client® fadditional fees. If this occurs with a
large number of clients, our business, results of operations and profitability could be adversely affected.

Any damage to the trust and confidence that o@o mp a wmligrisshave in us, which is largely
dependenton our brand recognition and reputation, may adversely affect our business, financial
performance and results of operations.

OQur Companyés business is largely dependent on our
the rating agency busiress a whole has suffered a loss in credibility in the course of the credit crisis in

recent times, or may lose credibility in the future, our business could be adversely affected. Factors that

may have already affected credibility of the ratings indugliopally include the appearance of a conflict of

interest, the timing and nature of changes in ratings, adverse publicity as to the rating process and
compliance failures. In this regard, prominent investment grade defaults or failure to accuratelthassess

credit worthiness of instruments rated by us could result in the erosion of investor confidence in our
services and could negatively affect our brand and reputation, which would adversely affect our business,
operations and financial condition.

In addtion, rating agencies in other countries, particularly the United States, are currently facing a greater
amount of litigation than has historically been the case from parties claiming damages relating to ratings
actions, as well as other related businpsactices. Due to the difficult economic times and turbulent
markets over the last several years, the market value of -deggihdent instruments has declined and
defaults have increased, significantly increasing the number of legal proceedings anigaitivest
involving international rating agencies. gkoceeding alleging negligence on the part of our Company

relation to a certain rating issued by, isscurrently pending. For details of such pending proceeding, see
the section AlLeégat h®r obMaedi ngl BBéofthis DratrRednHersimy on p a ¢
Prospectus. Weannotassure you that no such proceedings shall be filed against us in the future. Any
adverse outcome of such proceedings may have an adverse effect on our reputatigrremuire us to

pay damages or penalties. Further, if any proceedings are initiated against our Company in relation to
investor grievance, our reputation may be damaged and we may not have sufficient insurance to cover costs
arising out of such litigatio or proceedings. Any damage to our reputation may adversely affect our
business, future financial performance and results of operations.

Significant security breaches, breakdowns in our computer systems and network infrastructure, or fraud
could adversky impact our business.

Physical or electronic bredhks, security breaches, other disruptive problems caused by our increased use
of the internet and computer systems could affect the security of confidential information stored in and
transmitted througlour systems and network infrastructure. We seek to protect our computer systems and
network infrastructure from physical breais, as well as security breaches and other disruptive problems.
Computer breakns and power disruptions could affect the sigusf confidential information stored in

and transmitted through these computer systems and networks. These concerns will intensify with the
increased use of technology and intefin@sed resources. To address these issues and to minimize the risk
of secuity breaches we employ security systems, including firewalls and intrusion detection systems,
conduct periodic penetration testing for identification and assessment of potential vulnerabilities and use
encryption technology for transmitting and storingical data. However, these systems may not guarantee
prevention of breakns, damage and failure in our computer systems and network infrastructure. A
significant failure in security or baalkp measures could have an adverse effect on our business, future
financial performance and results of operations.

Although we have taken measures to safeguard against syedtded and other fraud, and we have not
experienced fraudulent acts against us in the past, there can be no assurance that we would be able to
prevent fraud or other breaches of confidentiality with respect to our clients. Our reputation could be
adversely affected by fraud or breach in confidentiality that we owe towards our clients committed by
employees, clients or third parties. Our growtld @xpansion to new product lines may create additional
challenges with respect to managing the risk of fraud due to the increased complexities in our business and
geographical dispersion.
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11.

12.

We are dependent on the expertise of our management team, ratingritiee members and skilled
personnel, and our business, results of operations and financial condition may be adversely impacted by
the departure of any members of our management team, rating committees or any skilled personnel.
Further, we do not have angeyman insurance policy.

Our performance and success depends largely on our ability to retain the continued service of our
management team, rating committee members and skilled personnel who can perform functions such as
sophisticated credit and finantianalysis. We also face a continuing challenge to recruit a sufficient
number of suitably skilled personnel, particularly as we continue to grow. There is significant competition
for management and other skilled personnel in the financial services industhich we operate, and it

may be difficult to attract and retain the personnel we require in the future. Further, we do not have a
keyman insurance policy to cover for the loss of skilled personnel.

We have experienced high employee attrition ratehenpast. Our attrition levels may add to increasing
personnel expenditures. Further, our competitors and other financial services entities may offer better
compensation packages and incentives to such personnel. In the event we are not be ableaodattract
retaintalented employees, as required for conducting our business, or we experience high attrition levels
which are largely out of our control, or if we are unable to motivate and retain existing employees, our
business, financial condition and op@was may be adversely affected.

We depend on our clients and third parties for the adequacy and accuracy of information relating to
such clientsand any misrepresentation, errors or incompleteness of such information could cause our
business to suffer.

The quality of information made available to us in the rating process at times may not be independently
verifiable. While we have a systematic feedback method by which we gather this information, we have to
depend largely on clients and third party soutoesgbtain information relating to our clients. We may also

rely on representations as to the accuracy and adequacy of our information. Inadequacy or inaccuracy of
information may expose us to the risk of giving an inappropriate rating. This may in tpactirour
reputation and result in legal or regulatory action against us, thereby affecting our business, results of
operations and financial condition.

If we are unable to manage our growth strategy, we will not be able to sustain our growth level, which
may reduce ouprofitability.

We haveexperienced high growth in recent years and we expect our business to continue to grow, in India
and internationally. Our income from operations has increased from Rs. 247.87 million for the financial
year 2007 to Rsl,708.69 million for the financial year 2011, at a CAGR of 62.0%. Our profit after tax has
increased from Rs. 135.61 million for thedncial year 2007 to Rs. 910.58llion for the financial year

2011, at a CAGR of 61.0% during such period. Althoughplan to continue to expand our scale of
operations through organic growth and investments in other entities, we may not grow at a rate comparable
to our growth rate in the past, either in terms of income or profit. We expect our future growth to place
sigrificant demands on our management and operations, and require us to continuously evolve and improve
our financial, operation and other internal controls across the organization.

In addition, we intend to continue expanding our geographic reach. We emsuoé you that we will be

able to consummate acquisitions or alliances in the future on terms acceptable to us, or at all, and further
that the integration of any future acquisitions or alliances will be successful or that the expected strategic
benefitsof any future acquisitions or alliances will be realized. Our inability to identify suitable targets or
investments, obtain the required regulatory approvals, or complete such transactions effectively, or at all,
may affect our competitiveness and our gtowrospects. In addition, any acquisition we complete may not
result in longterm benefits to us. The lack of profitability of any of our acquisitions or alliances could have
an adverse effect on our results of operations. Acquisitions and alliancégpédsdly involve a number of
other risks, including diversion of managementés
adverse effect on our business, results of operations and financial condition.
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14.

15.

We havemade investment in bonds, defitures and other securities, the returns on which would be
adversely impacted by changes in the interest rates and volatility in the financial markets.

We have made and intend to continue making investments in fixed maturity plans of debt mutual funds,
fixed deposits with banks, gilt and other income schesmpsty funds and gold ETFSuch investments as

on March 31, 2011 were Rs. 2,586.46 million, which accounted for 57.4% of our total assets as of March
31, 2011, and our income from investments was 4869 million for the financial year 2011, which
accounted for 2.81% of our total income during this period. Changes in interest rates and volatility in the
financial markets may adversely affect our income from such investments and the market value of o
securities portfolio.

We have recently introduced new products and may in the future continue to do so, which may prove to
be difficult to manage or may not be successful, which could adversely affect our business.

In the last five years, we haverioduced various rating and grading services offerings, such as real estate
star grading, grading of educational institutions, grading of ESCOs and RESCOs and equity grading,
among others. There can be no assurance that we will achieve success in @ldt®méw products
launched by usThis could hamper our growth prospects and may also adversely impact our reputation.

We may incur substantial costs in expanding our range of products and cannot guarantee that such new
products will be successful ondeely are offered as a result of circumstances beyond our control, such as

general economic conditions, or due to inherent shortcomings of such products. In addition, we may not
correctly anticipate our <client s antheevwrthatwerfailtbesi r es,
develop and launch new products successfully, we may lose any or all of our investments that we have

made in developing and promoting them, and our reputation with our clients would be harmed and our
market position or markehare would be at risk. In addition, if our competitors are better able to anticipate

the needs of the clients in our target markets, our market share could decrease and our business could be
adversely affected.

Material changes in the regulations thatayern our business could adversely affect our results of
operations.

A portion of our ratings business is driven by regulatory requirements or requires accreditation, recognition
or approval from government authorities. For example, we are recognize®@IbgsRan eligible credit

rating agency for Basel Il implementation in India, commercial paper is mandatorily rated in India, and IPO
gradings are mandated by SEBI. In the event that there are changes to these regulations or norms, or if there
are changeotthe requirements for issuers to compulsorily rate certain instruments or for certain investors
to invest in rated instruments, there may be a decrease in the demand for ratings. Demand for ratings may
also decrease if there is a change in regulationshuiégatively impacts the volume of debt instruments
issued or the demand for bank loans or facilities in the domestic marketsn@&®Balsoissue guidelines

under Basel Il norms to the extent applicable for banks operating in India. In the event teamthef

such guidelines are not favorable to credit rating agencies in India, it could have an adverse effect on the
rating business and on our financial condition, operations and revenues. A decrease in demand for ratings
would affect our business, rauges and financial condition.

The Ministry of Finance, Capital Market Division, in December 2009, published a report on
AComprehensive Regulation for Credit Rating Agenci e
from activities of credit ating agencies, wherein the High Level-@aination Committee on Financial

Matters discussed recommendations designed to strengthen provisions relating to conflict of interest and
improve transparency, disclosures and accountability of credit ratingiagentich among other things

proposed an amendment to the CRA Regulations for requirement of prior approval of SEBI for any change

in status or constitution or change in control of credit rating agencies. Subsequently, SEBI through its
notifications datedMarch 19, 2010 and June 17, 2011 amended the CRA Regulations as per which the

credit rating agencies now require prior approval from SEBI for any change in control.
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Other recommendations that were proposed include (i) additions or amendments toegxtiations to

address regulatory concerns of RBI, IRDA and PFRDA,; (ii) upgrading skills for greater due diligence and
formul ation of comprehensive writtenpayr vneoidellanwiet
0i nvestor-pay meiy pdridlicab grocess and compliance audits; and (v) disclosures by

credit rating agencies in relation to termination of its services arrangement by a client and assigning reasons

for the same. In the event recommendations proposed by the committeeplmented, the terms of

which may not be favorable to credit rating agencies in India, it could have an adverse effect on our
business, revenues and financial condition.

Also, we are subject generally to changes in Indian laws, regulations and govepulieas. See the
section ARegul at i onld3ohkthisl Dréft Red HeirirgsPoospecthiSheplang and
regulations governing us could change in the future and any such changes could affect our business, future
financial performance and resuttoperations.

We have limited experience in markets outside of India and failure with respect to opportunities we
explore outside of India could have an adverse effect on our results of operations and financial
performance.

Part of our growth strateggcludes entering new markets to provide rating services in foreign markets and

to provide technical assistance services to foreign rating agencies. In the financial year 2011, we launched
rating business in the Republic of Maldives, and we have providthical assistance services to HR
Ratings De Mexico S.A. DE C.V. in Mexico. We intend to further expand into other countries, including
Nepal, for providing rating services and in Ecuador for providing technical assistance services, which
would require maagement time and monetary resources, among other requirements. Failure to understand
or comply with relevant local regulations could have a detrimental effect to our international business
operations. In addition, our strategy to enter new markets mayensticcessful due to other factors, such

as entry barriers, competition or due to commercial requirements to employ promotional pricing schemes
for our services, any of which may have an adverse impact on our business and financial condition.

We requirecertain regulatory approvals in the ordinary course of our business, which, if not received in
the time frame anticipated, could adversely affect our business.

We are regulated by the CRA Regulations and the Companies Act and are subject to supewvision a
regulation by SEBI. Further, in terms of the CRA Regulations, we are required to obtain prior approval of

SEBI to undertake any change in control. We and our employees are not allowed to render, directly or
indirectly any investment advice about anywség in the publicly accessible media in terms of the CRA
Regulations. In accordance with such regulations and law applicable to us, we require certain regulatory
approvals, sanctions, licenses, registrations and permissions for operating our busires$oaming a

wholly-owned subsidiary or entering into joint ventures in other countries. In connection with our business,

we may require such approvals or their renewal from time to time. Our existing certificate of registration
granted by SEBI under th€RA Regulations is valid until November 4, 2011. We have made an
application dated July 27, 2011 to SEBI for grant of certificate of permanent registration which is pending.
Further, we will require approval or no objection from RBI and SEBI for a propjoset venture we are

considering entering into in Nepal. We may not receive such approvals or renewals in the time frames
anticipated or at al | which could adversely affec
the regulations that gevn our business coulttiverselya f f ect our r esul tl19ofthis oper at
Dr aft Red Herring PrRe@wlcatuisomsndand ePosleicciieosnts aind
Appr ov al €@andi90 nespeartevelyof this Draft Red Herrig Prospectus.

Failure of our knowledge management and disaster recovery systems may affect our business.

We recognize that knowledge is core to the products and services we deliver. Accordingly, we have
knowledge management systems that are mappedmémted and continually updated and we undertake
measures for disaster protection and downtime reduction. However, in the event that such systems fail due
to technical reasons or lack of efficient management, we could lose data critical to our businkissiand

turn could affect our business, operations and financial condition. Additionally, all oupamberations
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19.

are carried out at our office in Ahmedabad. In the event there is any disruption of our operations in
Ahmedabad or with respect to our igdrface, our business may be adversely affected.

There are outstanding legal proceedings against our Compamd a Director. Further, there are
outstanding legal proceedings against tHeromoters andthe top five Group Companieswhich if
determined advesely may have a material adverse impact on their financial condition and results of

operations

There are outstanding legal peedings involving our Company ardDirector. These proceedings are
pending at different levels of adjudication before varioasrts, tribunals, enquiry officers, and appellate
tribunals. Should any new developments arise, such as a change in Indian law or rulings against us by
appellate courts or tribunals, we may need to make provisions in the financial statements of ouryCompan
which could increase our expenses and liabilities. We cannot assure you that these legal proceedings will be
decided in our favorAdditionally, our Promoters are involved in certain legal proceedings, which if
determined adversely could have an impaat their financial condition and results of operations

( Material Litigation 0 ) The top five Group Companies are involved in legal proceedings which if
determined adversely mdyave an adverse impact on their financial condition and results of operations.

summary of such legal proceedings are provided in the following tables:

Litigation against our Company

Nature of Litigation

Number of Outstanding

Amount Involved

Litigation (Rs.in million)
Civil 1 Not determinable
Income ax proceeding® 3 12.53
Notices 1 Not determinablg

DFor details of disputed and contested tax demands, along with the disclosures of amount, period for which such

demands or
Litigation

cl ai ms
and

ar e
Mat e rli8a |

outstanding,
Devel opment so on

Litigation against our Directors

financi al
page

ndng | i cati ol

Name of Director Nature of Litigation Number of Amount Involved
Outstanding (Rs.in million)
Litigation
Venkatraman Srinivasar] Sales tayproceeding 474.33
Material litigation against our Promoters
Name of Promoter Nature of Litigation Number of Amount Involved (Rs.
Outstanding in million )
Litigation
IDBI Bank Securities related 1 -
proceeding
Income taxproceeding 1 11.22billion
Canara Bank Securitiegelated 1 1,370.40
proceeding
Income taxproceeding 3 24 446.66

D Except as specified otherwise
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21.

22.

Litigation against top five Group Companies

Name of Group Nature of Litigation Number of Amount Involved (Rs.
Company Outstanding in million)
Litigation
IDBI Federal Insurance Consumematters 12 5.67
Company Limited Service matter 1 Not determined
Can Fin Homes Income tax proceeding Various 174.93Y
Limited
Interest tax proceeding Various 5.458Y
Consumer matters Various Rs. 1.37)
Canara HSBC Oriental| Consumer and 12 Various
Bank of Commerce insurance related case
Life Insurance
Company Limited

@ As on March 31, 2011.

For further detail s on t hese proceedings, see
Devel op me r184dthioDraft Rexddlerring Prospectus.

In addition,as of March 31, 2011, we had contingent liabilities of Rs. 13.83 million, including contingent
liability on account of claims against us not acknowledged as debt amounting to Rs. 12.58 million and
capital commitment not provided for amounting to Rs. 1.25 million. We cannot assure you that these
contingent liabilities and capital commitments will not become direct liabilities. If these contingent
liabilities or capital commitments fully materializeyrofinancial condition and results of operations could

be affected. See the secttManagement 6 s Di scussion and Analysis
Oper at i o nl§%fthisbrafp Red lderring Prospectus.

IDBI Bank, one of our Promotersholds equity interests in certain companies but does not exercise any
control or influence over them and is not in a position to provide any information or confirmations with
respect to such entities as required under the SEBI Regulations.

IDBI Bank, ore of our Promoters, has historically, as a development financial institution, invested in
various State Industrial Development Corporations, which were promoted by state governments. Further,
IDBI Bank, in its developmental role, has also acquired eqtstiyes in various companies on account of
project finance and venture capital finance, as well as on account of conversion of term loans under various
corporate rehabilitation packages. While IDBI Bank continues to hold such stakes in these entitigs, it doe
not control or is not involved in the management or operations of these entities in any manner. Hence, IDBI
Bank is not in a position to provide any information or confirmations with respect to such entities as
required under the SEBI Regulations. Forfuher detail s, see the section
on pagel24of this Draft Red Herring Prospectus.

Some of our business premises are on leased properties and any failure to renew such leases or renewal
of such leases on terms unfavourable te may affect our business operations.

Our business premises in Ahmedabad, Kolk&aneand New Delhi in India and Male in the Republic of
Maldives have been obtained on lease and are not owned by us. Any failure to renew the lease agreements
on terms andonditions favourable to us may require us to shift the concerned office to new premises. This
may cause a disruption wur operations or result in increased costs, or both, which may adversely affect

our business and results of operation.

The infringement of, or our inability to register intellectual property rights could adversely affect our
business. Currently some @ur trademarks are pending registration.
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e Ratings, , e

We have applied to register the trademi~ <= Ratingss 4 '= 6as well as other trademarks

related to our business; however, we do not currently have any registered trademarks. The infringement of,

or the inability to register our trademarks, copyrights, logo and other intellqmtopérty rights could
adversely affect our busi ness. We depend in | arge
important to our business. Further, registration of trademarks is a time consuming process, and there is no
assurance that any such isggation will be granted. In addition, such registration may be inadequate to
prevent imitation by others. Any Ilitigation to
commitment of time on the part of the management and may requiréicsighiexpenditure as well. We
cannot assure you that the steps we take to obtain, maintain and protect our intellectual property rights will
be adequate, which could adversely affect our business, results of operations and financial condition.

prot

This Offer is an offer for sale and does not entail a fresh issuance of Equity Shares by our Company and
consequently, we will not receive any proceeds from this Offer.

This Offer is being made by the Selling Shareholders and there is no fresh issue by our Company
Accordingly, we will not receive any portion of the funds raised by the sale of our Equity Shares in this
Offer. The primary objects of the Offer are to achieve the benefits of listing of our Equity Shares and carry
out the divestment of Equity Sharesthg Selling Shareholders.

We have entered into, and may in future continue to enter into, related party transactions, and we
cannot assure you that we could not have achieved more favorable terms with unrelated parties.

We have entered into transactiowith certain related parties. For more information regarding our related
party transactions, see the s e &35 o0ofdhis DiafRRet Herriegd Par t y
Prospectus. While we believe that all our related party transactionshave le®@ nduct ed on an ar
basis, we cannot assure you that we could not have achieved more favorable terms had such transactions
been entered into with unrelated parties. There can be no assurance that such transactions, individually or in

the aggrega, will not have an adverse effect on our business, financial condition, results of operations and
prospects.

We have issued Equity Shares in the form of a bonus issuance during the last year.

We have, pursuant t o a r esgodhtedtSepember 113, 201h, éssuadhaadr e h o |
allotted 19,035,208 Equity Shares to all our shareholders as bonus shares, in the ratio of 2:1. Details of such

i ssuance are set out in t bB2oftis®Oaft Red HerringPeogpectua | St ruct
Some ofthe Group Companies have incurred losses during the last thiiaancial years.

As set forth below, some tiie Group Companies have incurred losses duttiredast thredinancial years

(as per their audited financial statements).
(Rsin millions)

Name of Group Company

Loss After Tax
for the
Financial Year
Ended March

Loss After Tax
for the
Financial Year
Ended March

Loss After Tax
for the
Financial Year
Ended March

Insurance Company Limited

31, 2011 31, 2010 31, 2009
IDBI Federal Life Insurance Company Limited 1,217.84 1,049.4€ 1,102.34
IDBI AssetManagementimited 265.17 -0 -4
Canara HSBC Oriental Bank of Commerce Lif 1,913.8 2,461.59 2,020.70

B ncorporated on January 25, 2010, accordingly figures for loss not available
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27.

In addition to normal remuneration or benefits and reimbursement of expenses, somardDioectors
and key managerial personnedre interesed in our Companyto the extent of their shareholding and
dividend entitlement in our Company. Our Promoters arealaterested 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 reireboent 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. Our Promoters are also interested in our Compangxteief

their shareholding and dividend entitlement in our Company. Further, our Company pays a monthly fee to

IDBI Intech Limited for its services as our IT consultaat&l has received rating fees in relation to rating

schemes ofDBI Mutual Fundwhoseinvestment manager is IDBI Asset Managenmamd trustee is IDBI

MF. For further informatiadn,Stsreuecttulr & 0s efdRQOiwamosk @tmistgle e
and Promoaprpd &G0 app orpageb2alny, 4 and 27, respectively.

External Risk Factors

28.

29.

30.

Regional hostilities, terrorist attacks, communal disturbances, civil unrest and other acts of violence or
war involving India and other countries may result in a loss of client confidence and adversely affect the
financial marketsand our business.

Terrorist attacks, civil unrest and other acts of violence or war may negatively affect the Indian markets on
which our Equity Shares will trade amatsoadversely affect the worldwide financial markets. In addition,

the Asian region hafrom time to time experienced instances of civil unrest and hostilities among
neighboring countries. Hostilities and tensions may occur in the future and on a wider scale. Military
activity or terrorist attacks in India, such as the attacks in Mumisoiuember 2008 and recently in July
2011, might result in investor concern about stability in the region, which may adversely affect the price of
our Equity Shares. Events of this nature in the future, as well as social and civil unrest within other
countries in Asia, could influence the Indian economy and could have an adverse effect on the market for
securities of Indian companies, including our Equity Shares.

Our Equity Shares have never been publicly traded and after this Offer, our Equity Shares may
experience price and volume fluctuations and an active tradimgrket for our Equity Shares may not
develop.Further, the price of our Equity Shares may be volatile, and you may be unable to resell your
Equity Shares at or above the Offer Price, or at all.

Prior to the Offer, there has been no public market for our Equity Shares, and an active trading market on
the Indian Stock Exchanges may not develop or be sustained after the Offer. Listing and quotation does not
guarantee that a market for our Equity Risawill develop, or if developed, the liquidity of such market for

our Equity Shares. The Offer Price of our Equity Shares is proposed to be determined through a book
building process and may not be indicative of the market price of our Equity Shares émé¢ of
commencement of trading of our Equity Shares or at any time thereafter. The market price of our Equity
Shares may be subject to significant fluctuations in response to, among other factors, variations in the
operating results of our Company, tketr conditions specific to the industry we operate in, developments
relating to India and volatility in the Stock Exchanges and securities markets elsewhere in the world.

A third party could be prevented from acquiring control of us because of -#alteower provisions under
Indian law.

There are provisions in Indian law that may delay, deter or prevent a future takeover or change in control of
our Company, even if a change in control would result in the purchase of your Equity Shares at a premium
to the narket price or would otherwise be beneficial to you. These provisions may discourage or prevent
certain types of transactions involving actual or threatened change in control of us.

Although these provisions have been formulated to ensure that inteféstestors and shareholders are
protected, these provisions may discourage a third party from attempting to take control of our Company.
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31.

32.

33.

34.

Consequently, even if a potential takeover of our Company would result in the purchase of the Equity
Shares at a praom to their market price or would otherwise be beneficial to its stakeholders, it is possible
that such a takeover would not be attempted or consummated because of SEBI Takeover Regulations.

There are restrictions on daily movements in the price of owqjuly 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.

Subsequent to listing, our Company may be subject to a daily circuit breaker imposed on listedesompan

by BSE and NSE which does not allow transactions beyond certain volatility in the price of the Equity
Shares. This circuit breaker operates independently of the -bel®ed marketvide circuit breakers
generally imposed by SEBI on Indian stock exchange The percentage | i mit on
breaker is set by the stock exchanges based on certain factors such as the historical volatility in the price
and trading volume of the Equity Shares. The stock exchanges are not required to inform us of the
percentage limit of the circuit breaker from time to time, and may change it without our knowledge. This
circuit breaker, if imposed, would effectively limit the upward and downward movements in the price of
the Equity Shares. As a result of this cirdoieaker, there can be no assurance regarding the ability of
shareholders to sell the Equity Shares or the price at which shareholders may be able to sell their Equity
Shares.

We cannot assure you that our Equity Shares will be listed on the BSE and the iIN% timely manner
or at all, which may restrict your ability to dispose of the Equity Shares.

In accordance with Indian law and practice, permission for listing of the Equity Shares will not be granted
until after the Equity Shares offered in this @ffeave been Allotted. Approval will require all other
relevant documents authorizing the issuing of the Equity Shares to be submitted. There could be a failure or
delay in listing the Equity Shares on the BSE and the NSE. Any failure or delay in obthimiagproval

would restrict your ability to dispose of your Equity Shares.

Further, pursuant to Indian regulations, certain actions must be completed before the Equity Shares can be
l'isted and trading ma y commence. uhtan with Depositwy fib ook
Participants are expected to be credited within three Working Days of the date on which the Basis of
Allotment is approved by the Designated Stock Exchange. Thereafter, upon receipt of final approval from

the Designated Stock Exchangeding in the Equity Shares is expected to commence within 12 Working

Days from Bid/Offer Closing Date.

Further, there can be no assurance that the Equity Shares Allocated to you will be credited to your demat
account, or that the trading in the Equiiares will commence in a timely manner or at all. Any failure or
delay in obtaining the approvals would restrict your ability to dispose off your Equity Shares.

Any future issuance of Equity Shares may dilute your shareholdings, and sales of the Egh#yes by
our major shareholders may adversely affect the trading price of our Equity Shares.

(

Any future equity issuances by our Company may | ea

Company. In addition, any sales of substantial amountiseoEquity Shares in the public market after the
completion of this Offer, including by our major shareholders, or the perception that such sales could occur,
could adversely affect the market price of the Equity Shares and could materially impair caiahility

to raise capital through offerings of the Equity Shares. We cannot predict what effect, if any, market sales
of the Equity Shares held by the major shareholders of our Company or the availability of these Equity
Shares for future sale will hawa the market price of our Equity Shares.

The occurrence of natural disasters may adversely affmet business, financial condition and results of
operations.

The occurrence of natural disasters, including hurricanes, floods, earthquakes, tornadseandir

pandemic disease may adversely affect our financial condition or results of operations. The potential impact
of a natural disaster on our results of operations and financial position is speculative, and would depend on
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35.

36.

37.

numerous factors. The extentcaseverity of these natural disasters determines their effect on the Indian
economy. Al t hough the long term effect of di seases
swine flu virus, cannot currently be predicted, previous occurrences of dviamd swine flu had an

adverse effect on the economies of those countries in which they were most prevalent. An outbreak of a
communicable disease in India would adversely affect our business and financial conditions and results of
operations. We cannossure prospective investors that such events will not occur in the future or that our
business, financial condition and results of operations will not be adversely affected.

Significant differences exist between Indian GAAP and IFRS as well as valuatioathods and
accounting practices in the credit rating industry which may be material to the restated financial
statements prepared and presented in accordance with SEBI Regulations contained in this Draft Red
Herring Prospectus.

As stated in the reports olie Auditor included in this Draft Red Herring Prospectus at d&je the
restated financial statements included in this Draft Red Herring Prospectus are based on financial
information that is based on the audited financial statements that are premhmEeésented in conformity

with Indian GAAP and restated in accordance with the SEBI Regulations, and no attempt has been made to
reconcile any of the information given in this Draft Red Herring Prospectus to any other principles or to
base it on any othetandards. Indian GAAP differs from accounting principles and auditing standards with
which prospective investors may be familiar in other countries, such as IFRS. Significant differences exist
between Indian GAAP and IFRS, which may be material to thanial information prepared and
presented in accordance with Indian GAAP contained in this Draft Red Herring Prospectus. Accordingly,
the degree to which the financial information included in this Draft Red Herring Prospectus will provide
meaningful infomation is dependent on familiarity with Indian GAAP, the Companies Act and the SEBI
Regulations. Any reliance by persons not familiar with Indian GAAP on the financial disclosures presented
in this Draft Red Herring Prospectus should accordingly be limited

We will be required to prepare odinancial statements in accordance with IFRS effective fratre date

to be notified by Ministry of Company Affairs, Government of Indi@here can be no assurance that
adoption of 0d Stahdaasconkergeditl IRRSI(nA | -NB o) wi | | not advers
our reported results of operations or financial condition and any failure to successfully adopt-IAND

from the date to be notified by Ministry of Company Affairs, Government of Indiauld have an adverse

effect on the price of our Equity Shares.

Based on the current timeline announced convergenc
Indian companies, it is estimated that the earliest that we would need to prepare annual and interim
financial statenents under INPAS would be the financial period commencing frtme date to be notified

by Ministry of Company Affairs, Government of Indihere is currently a significant lack of clarity on the

adoption of, and convergence to INKS and we currently doot have a set of established practices on

which to draw on in forming judgments regarding its implementation and application, and we have not
determined with any degree of certainty the impact that such adoption will have on our financial reporting.

There can be no assurance that the financial condition, results of operations, cash flows of our Company or
changes in sharehol dersd equi ty-ASvthan undar indian @AP.e ar maf
As we transition to INBAS reporting, we may encater difficulties in the ongoing process of
implementing and enhancing our management information systems. Moreover, there is increasing
competition for the small number of IFR&perienced accounting personnel as more Indian companies

begin to prepare INEAS financial statements. There can be no assurance that adoption-&fSNill not

adversely affect our reported results of operations or financial condition and any failure to successfully

adopt INDAS from the date to be notified by Ministry of CompanA¥fairs, Government of Indizould

have an adverse effect on the price of our Equity Shares.

Our businessand activities may be adversely affected by the recent amendments to the competition law
in India.

The Parliament has enacted the Competition &c 0 2 , as a mempdtidom Acto()t hfeorfi t he
purpose of preventing practices having an adverse effect on competition in the relevant market in India
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under the auspices of the COOpe.tildnder Ctohmemi Gaempet iot
arrangement, understanding or action whether or not formal or informal which causes or is likely to cause

an appreciable adverse effect on competition is void and attracts substantial penalties. Any agreement
among competitors which directly or indirecttwolves determination of purchase or sale prices, limits or

controls production, or shares the market by way of geographical area or number of customers in the
relevant market is presumed to have an appreciable adverse effect on competition in themaldet in

India and shall be void. Further, the Competition Act prohibits abuse of dominant position by any
enterprise. If it is proved that the contravention committed by a company took place with the consent or
connivance or is attributable to any fesy on the part of, any director, manager, secretary or other officer

of such company, that person shall be guilty of the contravention and liable to be punished.

On March 4, 2011 the Government of India notified and brought into force the combiregigiation
(merger control) provisions under the Competition Act with effect from June 1, 2011. The combination
regulation provisions require that acquisition of shares, voting rights, assets or control or mergers or
amalgamations which cross the prescribsset and turnover based thresholds shall be mandatorily notified
to and preapproved by the CCI. In addition, on May 11, 2011, the CCI issued the final Competition
Commission of India (Procedure in regard to the transaction of business relating to at@mms)n
Regulations, 2011 which sets out the mechanism for implementation of the combination regulation
provisions under the Competition Act. It is unclear as to how the Competition Act and the CCI will affect
the business environment in India.

If we are adversely impacted, directly or indirectly, by any provision of the Competition Act, or its
application or interpretation, generally or specifically in relation to any merger, amalgamation or
acquisition proposed by us, or any enforcement proceedingataditby the CCI, eithesuo motoor
pursuant to any complaint, for alleged violation of any provisions of the Competition Act it may have an
adverse effect on our business, financial condition and results of operations.

38. You may be subject timdian taxesarising out of capital gains on sale of 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 listedsbquéty on a

stock exchange held for more than 12 months will not be subject to capital gains tax in India if securities
transaction taxf{ S T )Tkas been paid on the transaction. STT will be levied on and collected by a
domestic stock exchange on which tBquity Shares are sold. Any gain realised on the sale of equity
shares held for more than 12 months to an Indian resident, which are sold other than on a recognised stock
exchange and on which no STT has been paid, will be subject to long term capitategain India.

Further, any gain realised on the sale of listed equity shares held for a period of 12 months or less will be
subject to short term capital gains tax i@rofl ndi a.
this Draft Red Herrig Prospectus.

Prominent Notes

1. Public Offer of 7,199700 Equity Shares for cash at a priceRg.[ Oper Equity Share (including a share
premium ofRs.[ 0 ] per Equi ty Bshaor]e )nthebghbi aoefieafdar sale gy the Selling
Sharehdlers The Offer will constitute 25.22% of the postOffer paid up equitysharecapital of our
Company

2. Our Compan§ s n e tas atMarchi3h, 2011wasRs 3,024.20 million, as perour Compang s r est at ed
auditedfinancial statements

3. As at March 31, 201, the book valuger Equity Share waRs.317.75 as perour Compan§ s r est at ed
auditedfinancial statements.

4, The average cost of acquisition of Equity SharethbyPromoters is as follows:
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Name of the Promoter Average cost of acquisition of EquityShares

IDBI Bank Rs.2.82per Equity Share

CanaraBank Rs.2.82per Equity Share

For details of related party transactions entered intousyCompanyduring the last financial yeasee the
s e ¢ tRelated Party Transactiahs o n 13baf this Draft Red Herring Prospectus

There has been no financing arrangement whereby the Promoter @reprectors and their relatives
have financed the purchase by any other person of securities Gompanyother than in normal course

of the business ohe financing entity during the period of six months immediately preceding the date of
filing of this DraftRed Herring Prospectugith SEBI.

Investors may contact the BRLMs for complaints, information or clarifications pertaining @iffdre
Exceptadli scl osed in the sect iI2nofthichratBel Herimgrpospedtus,s O

the Group Companies do not have any common pursuits and business interests in the business of
Company
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SECTION Ill: INTRODUCTION
SUMMARY OF INDUSTRY
Overview of the Indian Economy
India, with a Gross Domestic Product (GDP)RH. 48,778 billion at the end of financial year 2011, is the fifth
largest economy in the world after USA, China, Japan and the European Soiacd: CIA Factbogk Barring

financid year 2009, the economy has registered a growth of 8% and above during the period from financial year
2006 to financial year 2011.

YoY growth (%) 2006 2007 2008 2009 2010 2011
GDP 9.5 9.6 9.3 6.8 8.0 8.5
Agriculture 51 4.2 5.8 -0.1 0.4 6.6
Industry 9.7 12.2 9.7 4.4 8.0 7.9
Services 11.0 10.1 10.3 10.1 10.1 9.4
Source: Reserve Bank of India at Factor cost (20085 prices)

The global financial crisis also hit the Indian economy and economic growth slashed to 6.8% in the fyeancial

2009. However, with buoyant domestic demand, accommodative policies and stimulus packages announced by the
government, macroeconomic environment improved in the later year and the economy registered a growth of 8% in
the financial year 2010.

The ecomomy grew at a higher rate in the financial year 2011 and registered an impressive growth &difek: (
Ministry of Statistics and Programme Implementation, Ihdlde high growth in GDP came from all the sectors:
the agricultural sector expanded bg%, the manufacturing sector grew at 8.3%, the construction sector expanded
by 8.1% and the mining sector grew at 5.8%. The service sector was also buoyant and clocked a growth of 9.4%.

Economic scenario in the first quarter of the financial year 2012

During the current financial year, quarterly GDP at factor cost for Q1 in the financial year 2012 has grown at 7.7%
over the corresponding quarter of the previous year. Agriculture and allied activities grew by 3.9%, higher than the
2.4% registered in Q1 dng the financial year 2011. Trade, hotel, transport & communication registered a high
growth of 12.8% against 12.1% in the same quarter last year. Mining & quarrying registered sluggish growth of
1.8%. Construction grew by a mere 1.2% in Q1of the firaryaar 2012.

Global Credit rating Industry
Evolution

The credit rating business can trace its origins to the mercantile credit agencies in the United States of America.
Their function was to rate mer chanstBhé firsh fuchlagengy wdaso h o nc
established in New York in 1841 by Louis Tappan. Robert Dun subsequently acquired the agency and published its

first ratings guide in 1859. A similar mercantile rating agency was formed by John Bradstreet in 1849.

The expansin of the ratings business to securities rating began in 1909 when John Moody started to rate US
railroad bonds, and subsequently wutility and industri a
1916, Standard Statistics Company in 199#] the Fitch Publishing Company in 1924. In 1941, Poor and Standard
Statistics merged to become Standard & Poor's Corp. Other international rating agencies include Japan Credit Rating
Agency Ltd (JCRA) and A.M. Best amongst others.

With the rapid develapent of financial markets in Asia, these agencies have entered the market through their
regional offices in Singapore, Hong Kong and Japan and through strategps tigth local credit rating agencies.
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Indian Credit Rating Industry
Genesis of the CredRating Industry

In I ndia, the first credit rating agency, Credit Ratin
up in 1987. A second rating agency, ICRA Limited (then known as, Investment Information and Credit Rating
Agency ofInda L i milGRAa@)) wdis established in 1991 and a third e
Duff and Phelps Credit Rating India (P) Ltd which started its operations in 1996 was renamed Fitch Ratings India
Private Limited (Fitch) in 2001. Brickworks Ratjs India Private Limited (Brickworks) began its rating business in

2008.SME Rating Agency of India Limited (SMERA)so began its rating business in 2008.

In the initial stages, the rating agencies faced several challenges as the corporate debh rimatieetvas at an
embryonic stage. In 1992, credit rating became mandatory for the issuance of debt instruments with
maturity/convertibility of 18 months and above. Subsequently, the RBI guidelines made rating mandatory for
issuance of commercial paper. R&dso made rating of public deposit schemes mandatory for NBFCs. Since then
credit rating has made rapid strides in terms of the number and value of instruments which have been rated.

Further, in 2003, SEBI along with stock exchanges made ratings mandatadebt instruments placed under
private placement basis and having a maturity of one year or more, which are proposed to be listed. Another reason
for increase in demand for ratings is the requirement for certain investors to invest not moreifhdatedspart of

their portfolio in unrated bonds. The RBI in 2003 issued prudential guidelines on the management of3bR non
investment portfolio of all scheduled commercial banks except regional rural banks and local area banks to make
fresh investmetonly in rated nofSLR securities.

Similarly, nongovernment provident funds, superannuation funds, gratuity funds can invest in bonds issued by
public financial institutions, public sector companies/banks and private sector companies only when dio@y are
rated. Further, such provident funds, superannuation funds, gratuity funds can invest in shares of only those
companies which have investment grade debt rating from at least two credit rating agencies. Investment by mutual
funds and insurance compasii@ unrated paper/neinvestment grade paper is also restricted.

Also, demand for rating services is derived from the overall resource mobilization in the economy particularly from
the growth of debt markets viz. corporate bonds and commercial papeth@r market linked short term
instruments) issuance. Economic growth fuels both investment and operational related funding demand. In a
competitive business environment many industries are also increasingly witnessing trends such as consolidation
leading to demand for funding mergers and acquisitions. All these factors result in an increase in funding
requirements for Indian corporate entities, which can be met through debt placement in the capital market, bank
credit, cross border financing such as exdenommercial borrowing, foreign currency convertible bonds or equity
placement.

Historically, bank credit has been a major source of funding for the corporates. Banks in India enjoy relative
advantage of extending loans as different from investing imn defp aper s, which are not regq.
mar ket 0. This provides them with an advantage in the
benefit of lower cost of funding as the interest on savings deposits is regulated. Thisigrboank credit has led to

growth in debt issuances by banks in India. These banks have raised considerable amounts of debt from market to
meet growing capital requirements either by issuing-Mibonds or by issuing hybrid bonds.

Further, within Basl Il, the second of the Basel Accords which contains recommendations on banking laws and
regulations issued by the Basel Committee on banking supervision, various approaches for banks to determine credit

risk have been prescribed with progressively ingirgarisk sensitivity. The RBI introduced a phased approach to

the implementation of Basel Il in India. In the first stage, Indian banks were required by the RBI to adopt a
6standardi zed approacho6é for credit rrécaeghized dertaid eating t he 6 s
agencies as eligible credit rating agencies and Indian banks are required to use such eligible credit rating agencies to
assess their credit risk in order to determine compliance with capital adequacy requirements. The intiplemienta

Basel Il standards by the RBI resulted in large scale penetration of credit ratings across sectors and geographies,
which was previously limited to a small group of clients.
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SUMMARY OF BUSINESS
Overview

We are a leading, full serviagreditrating company in India, and in terms of rating income, for the year ended

March 31, 2011, we are the second largest rating company in India. We offer a wide range of rating and grading
services across a diverse range of instruments and industries. We aliste general and customized industry

research reports. Since incorporation in April 1993, we have completed 9,844 rating assignments and have rated

Rs. 31,190 billion of debt as of March 31, 2011. We had rating relationships with 2,094 clients as oBMarch

2011. Our existing shareholders include domestic banks and financial institutions, such as IDBI Bank, Canara
Bank, SBI and | L&FS, among others. For det BRiofl this, pl eas
Draft Red Herring Prospectus.

We operate as a professionally managed company with a Board of Directors comprising a majority of independent
directors. We have an internal rating committee comprising senior executives from our Company and an external
rating committee, which comprises aajority of independent members. Our rating committees are the final
authorities for assigning ratings on behalf of our Company. We strive for the following values:

Integrity and transparencyA commitment to be ethical, sincere and transparent in ouindsal

Pursuit of excellenceA commitment to strive relentlessly to constantly improve ourselves;

Fairness Treat clients, employees and other stakeholders fairly;

IndependencéNe take pride in our independence, are unbiased and fearless in expressigionrand
ThoroughnessWe endeavor to do rigorous analysis using advanced techniques of research on every assignment
that we undertake.

Our primary focus has been to provicteditrating services in India. We have 18 years of experience in ratbtg de
instruments and related obligations covering a wide range of sectors, such as manufacturing, lsemkisasd

infrastructure. Our list of clients includes banks and other financial institutions, private sector companies, central
public sector underkings, subs over ei gn entities, SNEMEdD ) aad dfineecticu m e nt
institutions, among others. We believe we are well equipped to rate most kinds of short, medium-sarthl aleipt

instruments, such as commercial paper, bonds, dekenfureference shares and structured debt instruments; bank

loans and facilities, both furdased and non furAblased; and deposit obligations, such as iobeporate deposits,

fixed deposits and certificates of deposit. We also provide issuer rating®ioaiate governance ratings and have

rated innovative debt instruments, such as perpetual bonds.

We are recognized by the Capital Markets Development Authority, Republic of Maldives to carry out ratings of
debt instruments and bank loans and faciliiiesrespect of Maldivian companiethrough our office in the
Republic of Maldives, and we are focused on expanding our ratings business in other countries, including Nepal,
where we intend to provide rating services through a joint venture in the futerbaVé also been recognized by

Bank of Mauritius for using our ratings for risk weighting of bank claims on corporates for capital adequacy
purposes.

We also have experience in providing specialized grading services, including IPO grading, equity, gradiing
grading of various types of enterprises, including shipyards, maritime training institutes, construction companies
and rating of real estate projects, among others. We are the leaddityating agency in India for IPO grading,
having graded theatgest number of IPOs since the introduction of IPO grading in India.

Our research teamrimarily provides irhouse research to our ratings team in the form afejpth research on

various sectors. We produce industry research reports covering 28 saataisk evaluation reports covering 76
sectors, which are available on a subscription basis. We also provide customized research covering key areas, such
as market sizing, demand estimation, demand supply gap analysis, cost benefit analysis, pro@duntatsagm
business analysis and cost indexation, among others, upon request by our clients.

Our economics team produces economic research that includes a daily debt market report, a monthly debt market

review, budget analysis, other policy impact analysipecial commentaries on topical issues and studies and
surveys on the Indian economy. We also analyze global economic developments. These reports are widely
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circulated to our clients, regulators, banks, mutual funds, government officials and the Thediaports are also
available on our website www.careratings.com. Our economics team published a research report on the Indian
economy in April 2011 for the Ministry of Finance, Government of India.

We have provided technical assistance to a rating ggienMexico, and we have entered into an agreement to
provide technical assistance, among other services, to a rating agency in Ecuador.

We are registered with SEBI as a credit rating agency under the CRA Regulations. We are recognized by RBI as an
eligible credit rating agency whose ratings may be used by banks for assigning risk weights for credit risk for the
implementation of Basel Il in India, and we are also approved by RBI for rating fixed deposits of MB&Cs
commercial paperWe are recognizedybother statutory authorities and agencies in India for rating and grading
services, such as the Ministry of Petroleum and Natural Gas (for LPG/SKO ratings), the Ministry afe[Yé&fen

shipyard grading), Directorate General of Shipping (for maritimenitrgi institutes grading) and the National

Smal | Il ndustries CHNSIQoor a(tfioorn MS Emirtaetdi n(gtshhee flamong ot her
best practices for our industry and adhere to the code of conduct set out by the International (@manfizati
Securities I0800M) sandnshéfiAssoci atisonmsimf Credit Rating

Our business has grown consistently since incorporation in 1993, and we have been profitable and paid dividends
every year since our first full year of operaiso Our total income has increased from Rs. 301.39 million for the
financial year 2007 to Rs. 1,766.28 million for the financial year 2011 at a CAGR of 55.6% during such period.
Our profit after tax has increased from Rs. 135.61 million for ithential year 2007 to Rs. 910.54illion for the

financial year 2011 at a CAGR of 61.0% during such period. Our profit after tax margin was 53.0%, 56.6% and
51.6% for the financial years 2009, 2010 and 2011, respectively.

Our Competitive Strengths
Established presnce in rating debt instruments and bank loans and facilities

We have 18 years of experience in rating debt instruments, bank loans and facilities and related obligations
covering a wide range of sectors. We believe we are well equipped to rate mogiflshdst, medium and loRg

term debt instruments, such as commercial paper, bonds, debentures, preference shares and structured debt
instruments; bank loans and facilities, both fibraed and non furAbdased; and deposit obligations, such as inter
corporae deposits, fixed deposits and certificates of deposit. The experience and knowledge that we have gained
over the years, along with our planning and execution strategies, enable us to retain our current client base and
explore new opportunities that emeiligdhe industry.

Our main rating product is rating of debt instruments and bank loans and facilities, which provides us with higher
volumes than other products. We have a significant rating coverage of Indian banks and financial institutions.

We have ahieved steady growth in our ratings business. The total number of debt rating assignments we
completed increased from 3,237 as of March 31, 2007 td®2df March 31, 2011, at a CAGR of 29.9% during
such period. The volume of debt rated by us incredised Rs. 6,363.94 billion as of March 31, 2007 to Rs.
31,189.82 hillion as of March 31, 2011, at a CAGR of 48.8% during such period. We believe that we enjoy a
strong market position with respect to undertaking ratings of most types of debt instrunmtebtn&roans and
facilities.

Domain experience across a range of sectors

We have rated debt instruments covering a diverse range of sectors, such as manufacturing, bserkszesl
infrastructure. We also have experience in providing debt and isstiregs to many types of enterprises, including
corporates, banks, financial institutions, public sector undertakings, state government undertakisgge reign
entities, NBFCs, SMEs and micfmance institutions.

We believe that we are able to co@erange of sectors because our ratings business is supported by a strong team
of skilled analysts and support staff. Our analysts are predominatehgnaaistate professionals, such as MBAs
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and other finance professionals with engineering or economicgtmacids, as well as chartered accountants,
economists and chartered financial analysts.

Our research team provideshinuse support to our ratings team in the form edépth industry knowledge over a

range of sectors. Our research team comprises andigsing varied experience across sectors. We believe our
ability to provide rating services across a diverse range of sectors is on account of our 18 years of rating
experience, backed by the-depth sectoral knowledge gained by our research team lo@eyetars. We further
believe that our domain expertise is strengthened on account of our knowledge management systems.

Strong rating credibility and brand presence

We believe that our brand represents a high level of rating credibility, as our ratpdgydiigh ordinality. In

order for ratings to be used as a reliable indicator of credit risk, we believe that it is critical for a rating agency to
demonstrate, over a period of time, strong correlation between the actual performance of the ratositasdsi

what the rating itself conveys. Since 2007, we have published default and transition studies evaluating the
performance of our ratings and have published four studies as of June 30, 2011. We believe that the ratings
assigned by us show that a higloategory of rating demonstrates a relatively lower likelihood of default and a
higher degree of stability.

We believe that the reliability of our ratings is underpinned by the established rating procedures that our analysts
use and the quality controystems and procedures employed by a separate quality control department. Our quality
control department ensures that robust quality checks are in place for all ratings, and that we are in compliance
with the applicable laws in India, including the CRA Riagions. We follow a standardized and comprehensive
rating process, which is also subject to operational audits as prescribed by SEBI. In addition, we have an internal
rating committee comprising senior executives from our Company and an external ratimiftee, comprising a
majority of independent members. Our rating committees are the final authorities for assigning ratings on behalf of
our Company.

We believe that we have strong brand recognition and credibility in the ratings ngaiketd throughyears of

experience in the ratings business angport fromour major shareholders, who are prominent Indian banks and

financial institutions. The credibility of our ratings is also reflected in the fact that we have received certifications

and accredititons from various regulatory bodi e-Regidratidns,ent i t i
Recognitions and A@lofthes Oraft Red HeoimgPospecius. p a g e

Strong origination capabilities and relationship management

We have a strapand widespread business development team across multiple cities in India. Our list of clients
includes banks and other financial institutions, private sector companies, central public sector undertakings, sub
sovereign entities, SMEs and migfinance irstitutions, among others. We had ratings relationships with 2,094
clients as of March 31, 2011. Our origination capabilities are further supported by our business development
teams, which collate the ideas and views of various market participants, reg@atb policy makers and pass

them on to the product development team for further study and implementation. We believe that we have a stable
and esteemed core client base representing most of the major Indian industria) Qamigsand conglomerates.

Further, we believe that our strong brand and years of experience in the ratings business enables us not only to
obtain repeat business from our existing clients, but to source new business, as well.

To support growth in our client base and investor awasgnegs have undertaken several marketing initiatives,
including the sponsorship skveral industry events through associations with the Confederation of Indian Industry
(Banking Colloquium 2010, CFO Summit 201@teel Mart 2010the Associated Chambers @bmmerce and
Industry of India (CFO Roundtable 2010), Economic Times (Corporate Governance 2010), CNBC TV18 (CFO
Awards 2010), the National Institute of Securities MarKétslia Securitization Summi2010), the Federation of
Automobile Dealers Asgiation (FADA Auto Monitor ADEA Awards 2010),Federation of Indian Chambers of
Commerce and Industry (Conference on Gemstone and Silver jewellery 2@l8)sociation of Merchant Bankers

of India (Indian Merchant Banking Summit 2010), and NASEBA Communica®owvate Limited (CFO India
Strategies 2010). We also hold programs along with the Institute of Company Secretaries of India for SMEs, and we
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have organized and hosted the CARE Ratings Debt Market Summit in 2010 and the Credit Default Swap Seminar in
2011 & part of our drive to stimulate debate on these subjects and raise awareness of our capabilities.

Experienced management

We have an experienced Board of Directors and key managerial personnel. O.V. Bundellu, -execotine
Chairman was the Deputy llnaging Director of IDBI Bank and has over 37 years of experience in commercial
banking and development banking. D.R. Dogra, our Managing DiracabChief Executive Officethas over 33
years of experience in the financial sector and in credit admiidstrdn addition, Rajesh Mokashi, our Deputy
Managing Director, has over 26 years of experience in finance, commerce and creaiseiskmenD.R. Dogra
andRajeshMokashi have been associated with our Company since 1993, the year of incorporation.

Our key managerial personnel come from a diverse set of backgrounds, including leading commercial banks and
finance companies, and hold formal qualifications in varied disciplines, including finance, management,
accountancy and economics. Our two chief gelnenanagers each have over 15 years of experience in our
Company, and our nine general managers each has, on average, 15 years of experience, several of whom have been
with our Company for over ten years.

Strong financial position and profitability

Sinee incorporation in April 1993, we have completed 9,844 rating assignments and have rated Rs. 31,189.82
billion of debt as of March 31, 2011. We had ratings relationships with 2,094 clients as of March 31, 2011. The
volume of debt rated by us increased frBsm 6,363.94 billion as of March 31, 2007 to Rs. 31,189.82 billion as of
March 31, 2011, at a CAGR of 48.8% during such period. As the rating of any debt instrument or bank loan or
facility which is accepted and used by the client must remain under lfamgei until the entire debt is repaid, we
continue to charge surveillance fees over the lifetime of the debt, which provides us with annuitized revenue.

Our total income and profit after tax have also continued to grow. Our total income has incremsBg.f8D1.39

million for the financial year 2007 to Rs. 1,766.28 million for the financial year 2011, at a CAGR of 55.6% during
such period. Our profit after tax has increased from Rs. 135.61 million foinidwecfal year 2007 to Rs. 910.59
million for the financial year 2011, at a CAGR of 61.0% during such period. For the financial years 2009, 2010
and 2011, our profit after tax margin was 53.0%, 56.6% and 51.6%, respectively; our earnings before interest,
taxes, depreci at i BBITDA0dmadgin ammtotal revenue twiaso 795 §1.7% and 77.1%,
respectively, and our return on equity was 49.4%9%and 35.0%, respectively.

We have maintained a highliguid, strong net worth position, with no debt as of March 31, 2011. Our total net
worth hassteadily increased from Rs. 609.94 million as of March 31, 2007 to Rs. 3,024.20 million as of March 31,
2011. We have paid dividends each year since our first full year of operations.

For the financial year 2011, our average revenue per employee aad@awoperating profit per employee were Rs.
6.72 million and Rs. 4.88 million, respectively.

Our Growth Strategy

We believe that adapting to market changes is a key factor in growing our business, and we continually monitor
opportunities to grow our revae base. In support of these goals, we intend to continue to focus in the following
areas:

Increase market share in our core business

We intend to continue to focus on our core debt instrument and bank loan and facility ratings business, which we
beliewe provides further growth opportunities through the acquisition of new clients and retention of existing
clients. To increase our market share, we intend to continue to provide high quality service and improve our brand
visibility and penetration throughider marketing initiatives. In order to focus and deepen each ratings segment,
we have specific marketing teams spread across the country, who engage with potential clients. For example, with
respect to large and milze corporates, our marketing teamgage with the CFO community through various
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events and sponsorships, such as the CARE Ratings Debt Market Summit 2010, and with respect to MSEs, we
work with local associations and industry bodies to create awareness. We are also working to strengtadiaour
relationships with an aim to be called upon to provide views and analysis on specific industries and related
economic issues. We also intend to widen our distribution reach and network by expanding our office network.

Continue to grow our product @rtfolio

We continuously endeavor to respond to the demand from our clients and changes in regulations to offer new and
innovative products in order to increase business from our existing clients, acquire new clients and capitalize on
new opportunities ithe market. We intend to continue to organize or participate in conferences and seminars
regarding new product segments.

We continuously look to expand our income generating pool of products, such as the following:

e SME rating a onetime assessment tie credit risk of the rated SME entity in comparison with other SMEs;

e MSE rating in partnership with the NSIC, a ofiene credit rating for small scale industries;

e Edugrade,an assessment of the effectiveness of inputs and processes provided byainredugstitution in
achieving the objectives of the course;

e Equigrade equity research involving the assessment of the fundamental quality of the company and the
valuation of its equity shares; and

o Real Estaté Project Star Ratingan assessment ofethability of the developer to construct the real estate
project with the agreed quality standards.

We intend to continuously identify and introduce new products in order to diversify arndkdeur business
profile and provide potential for further gréw

Expand into new markets

We have expanded our footprint outside of India in our ratings business, as well as in the provision of technical
services to other rating agencies. We are recognized by the Capital Markets Development Authority, Republic of
Maldives to carry out ratings of debt instruments and bank loans and fadilitiespect of Maldivian companies
through our office in the Republic of Maldives. We have recently completed one rating assignment in Republic of
Maldives and propose to rate fRaa denominated debt of Maldivian companies and Maldivian subsidiaries of
multinational companies. We are focused on expanding our ratings business in other countries, including Nepal,
where we intend to provide ratings services through a joint ventutieei future. We believe these efforts will

allow us to extend our rating and research services businesses to local and regional borrowers through ratings of
domestic currency debt instruments and providing research services in such markets.

In addition,we have provided technical assistance to HR Ratings De Mexico S.A. DE C.V. in Mexico, and we
have entered into an agreement to provide technical assistance, among other services, to a rating agency in
Ecuador. We believe that our experience and knowléddadia favorably positions us to continue to explore
opportunities in other developing markets, either directly, through joint ventures, partnerships or by acquisition.
Further, we may explore opportunities to open offices in other cities in India.

Further develop our research business and expand into other business segments

Our primary business segment currently is rating services. Our researcprigarily provides irhouse research

to our ratings team in the form of-tlepth research on various t®s. We produce industry research reports
covering 28 sectors and industry risk evaluation reports covering 76 sectors, which are available on a subscription
basis. We also provide customized research and prepare industry overviews for clients inaonvitdctiheir

capital markets offerings.

We intend to grow our research business by increasing the number of subscribers to our research offerings and
continuing to expand our research coverage. We are actively targeting financial intermediarie stes; sy sts

and policy makers to market our research products and increase awareness of our research reports and capabilities.
To that end, we periodically publish impact analysis notes on policy announcements and articles on new
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developments in industisectors. In addition, we publish periodic reports on various facets of the economy, studies
on specific subjects and economic surveys prepared by our economics department to clients, regulators, banks,
mutual funds and government officials. In addition, further support our research business, we launched the
CARE Online Reports Distribution System in the financial year 2010 where research reports can be conveniently
purchased and viewed by subscribers online.

We also intend to capitalize on our stronguid recognition to expand, organically and by acquisition, into new
business segments, such as providing training, knowledge process outsourcing, risk management and other support
services to rating agencies and other financial institutions. In addstitject to regulatory approvals as required,

we may provide advisory services in or outside India through a subsidiary.

Focus on operational efficiency

Our volume of rating assignments has increased as we expand our ratings coverage, which has deeenfain
operational efficiency. Further, we are focusing on building up our ratings business in segments that have relatively
low margins, but higher volumes, such as the MSME segment. Generally, such entities operate in clusters and are
characterized Y nascent systems and information databases. We have customized our methodology and our
analytical systems to cater to these segments.

Increasing our operational efficiency entails increased use of technology. Our analysts use an integrated
information nterface, which helps to improve productivity by mapping, documenting and continuously updating
our knowledge base to ensure efficient production and delivery of our products.

In addition, we conduct all of our badiffice operations at one central loicett in Ahmedabad, which has lowered

our operational costs. Accessibility of relevant and updated information to our rating team through our knowledge
portal on our intranet has also helped us to increase our productivity. We also intend to continuewe impr
employee productivity through training and technology. On an ongoing basis, our analysts participate in seminars
conducted by internal and external experts on various topics.
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SUMMARY FINANCIAL INFORMATION

The following tables set fortbummary finanial information derived from the restated financial statemenisur
Companyas of and for the yeaended March 312007,2008, 20092010and 2011

Thefollowing summary statement of restated assets and liabjlitestated profit and losand restaed cash flow
statementslerived from the restated financial statemeéras been provideds of and for the yeaended March 31,

2007, 2008, 2009 2010 and 2011 These financial statements have been prepared in accordance with the
Companies Actindian GAAP and accounting standards prescribed by IG&Id restated as petthe SEBI

Regul ations and presented wunder t 13@ of thie Draft Red Heriirgi nanci a
Prospectus The summary financial information presented below should b ire@onjunction with the restated
financi al statements, the notes thereto and the sectio
Anal ysis of Financi al C o n dn pagenll7 ardri@d of fhes Draft Red Heorihg Op er a't
Prospectus

RestatedSummary Statement of Assets and Liabilities

(Rs.in million)

Particulars As at
31-Mar-11 | 31-Mar-10 | 31-Mar-09 | 31-Mar-08 | 31-Mar-07

A | Fixed Assets

Gross Block 480.58 318.03 204.74 126.02 121.34
Less: Accumulated depreciaii 57.80 37.53 23.25 22.86 18.46
Less: Impairment 2.26 2.26 2.27 - -
Net Block 420.52 278.24 179.22 103.16 102.88
Capital Work in Process 1.70 28.19

422.22 306.43 179.22 103.16 102.88

B | Investments 2,586.46 1,860.27 1,171.51 783.97 524.40

C | Current Assets, Loans and Advances

Sundry Debtors 123.27 67.60 53.81 52.98 17.83
Cash and Bank Balances 135.19 144.46 108.88 48.14 9.20
Loansand Advances 1,223.66 850.43 521.65 252.58 114.87
Other Current Assets 15.14 7.20 7.09 1.36 1.23

1,497.26 1,069.69 691.43 355.06 143.13

D | Liabilities and Provisions

Current Liabilities 159.00 135.90 112.54 112.34 21.38

Provisions 1,294.40 893.46 539.10 264.44 119.49

1,453.40 1,029.36 651.64 376.78 140.87

E | Deferred Tax Liability (Net) 28.34 21.52 18.98 18.56 19.60
Net-worth (A+B+C-D-E) 3,024.20 2,185.51 1,371.54 846.85 60994
Net-worth Represented By:

F | Equity Share Capital 95.18 95.18 77.75 77.75 77.75

G | Share Application Money - - 10.12 - -

H | Employees' Stock Option Outstanding - - 13.77 9.18 2.30

| | Reserves & Surplus
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Particulars

As at

31-Mar-11 | 31-Mar-10 | 31-Mar-09 | 31-Mar -08 | 31-Mar-07

General Reserves 1,107.49 907.49 722.00 622.00 222.00
Securities Premium 20.11 20.11 - - -
Capital Redemption Reserves 2.25 2.25 2.25 2.25 2.25
Balance in Profit and Loss Account 1,799.17 1,160.48 545.6® 135.67 305.64
2,929.02 2,090.33 1,269.90 759.92 529.89

Net-worth (F+G+H+I) 3,024.20 2,185.51 1,371.54 846.85 609.94

Notes:

The above statement should be read with the notes to the restated summary statement of assets anplrbéitslities,
and losssand cash flows as appearing in Annexuié
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RestatedSummary Statement of Profit and Loss

(Rs.in million)

Particulars For the year ended

31-Mar-11 | 31-Mar-10 | 31-Mar-09 | 31-Mar-08 | 31-Mar-07
Income
Income from Operations 1,708.69 1,379.73 973.88 522.24 247.87
Other Income 57.59 158.24 57.65 29.41 53.52
Total Income 1,766.28 1,537.97| 1,031.53 551.65 301.39
Expenditure
Payment to and Provision for Employe 301.61 212.84 150.29 105.25 66.49
Operatingand Other Expenses 102.47 67.95 59.11 38.36 34.30
Depreciation 22.10 14.04 7.63 5.98 5.64
Impairment - (0.01) 2.27 - -
Total Expenditure 426.18 294.82 219.30 149.59 106.43
Restated Profit before Tax (AB) 1,340.10] 1,243.15 812.23 402.06 194.96
Tax Expense/(Income)
Current Tax (422.69) (370.14) (263.33) (130.97) (48.07)
Deferred Tax (6.82) (2.54) (0.42) 1.04 (10.25)
Fringe Benefit Tax - - (1.73) (1.17) (1.03)
Total Taxes (429.51) (372.68) (265.48) (131.10) (59.35)
Restated Profit after Tax (C-D) 910.59 870.47 546.75 270.96 135.61
Profit and Loss at the beginning of the 1,160.48 545.65 135.67 305.64 204.77
year, as Restated
Balance available for Appropriation, 2,071.07 1,416.12 682.2 576.60 340.38
as restated
Appropriations
Transfer to General Reserve 200.00 200.00 100.00 400.00 12.00
Interim Dividend - - - 7.78 -
Dividend Tax on Interim Dividend - - - 1.32 -
Proposed Dividend 61.86 47.56 31.43 27.21 19.44
Provision forDividend Tax 10.04 8.08 5.34 4.62 3.30
Total Appropriations 271.90 255.64 136.77 440.93 34.74
Balance carried forward, as restated 1,799.17 1,160.48 545.65 135.67 305.64
(F-G)

Notes:
The above statement should be read with the notes testeed summary statement of assets and liabilities, grofit
and losesand cash flows as appearing in Annexiute
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RestatedSummary Statement of Cash Flows

(Rs.in million)

Particulars For the year ended
31-Mar-11 | 31-Mar-10 | 31-Mar-09 | 31-Mar-08 | 31-Mar-07

Cash flows from/ (used in) Operating
Activities
Net Profit before tax (as restated) 1,340.10 1,243.15 812.23 402.06 194.96
Adjustments for :
Income from Long term Investment (56.66) (156.73) (52.81) (28.88) (16.25)
Provision for Leave Encashment 4.94 6.80 3.97 4.88 1.09
Provision for ESOP Expense - - 4.59 6.89 2.30
Provision for Gratuity 6.80 (2.43) 2.36 (1.04) 0.30
Provision for Bad Debts 1.48 0.22 0.32 1.75 1.03
Loss/(Profit) on sale of fixed assets 0.72 1.34 1.67 0.14 (36.47)
Depreciation & Impairment 22.10 14.03 9.90 5.98 5.64
Operating Profit before Working 1,319.48 1,106.38 782.23 391.78 152.60
Capital changes (as restated)
Movement in Working Capital
Decrease/(Increase) in sundry debtors (57.15 (14.00) (1.15) (36.91) 9.62
Decrease/(Increase) in loans and (1.63) 451 (7.64) (1.56) (2.96)
advances / other Current Assets
Increase/(decrease) in current 23.10 23.36 0.20 90.96 (1.64)
liabilities/provisions
Cash flow from Operations (35.68) 13.87 (8.59) 52.49 5.02
Direct taxes Paid (429.29) (372.43) (268.83) (136.39) (46.96)
Net cash generated from operating 854.51 747.82 504.81 307.88 110.66
activities
Cash flows from Financing Activities
Share application money received / - (1.12) 10.12 - -
(refunded)
Increase in Share Capital - 0.24 - - -
Dividend and Dividend Tax paid (55.64) (36.77) (31.83) (31.84) (17.73)
Net cash used in financing activities (55.64) (37.64) (21.71) (31.84) (17.73)
Cash flows from/ (u®d in) Investing
Activities
Income from Long term Investments 56.66 156.73 52.81 28.88 16.25
Proceeds from Sale of fixed assets 0.50 0.66 3.18 0.29 79.35
Purchase of fixed assets (including (139.11) (143.23) (90.80) (6.69) (7.72)
CWIP)
Purchae of Long Term Investments (2,078.95)| (3,274.05)| (1,415.24) (878.64)| (1,441.31)
Proceeds from Sale of Investments 1,352.76 2,585.29 1,027.69 619.06 1,267.64
Net cash used in investing activities (808.14) (674.60) (422.36) (237.10) (85.79)
Total Increase / (decrease) in cash an (9.27) 35.58 60.74 38.94 7.14
cash equivalents (A+B+C)
Cash and Cash Equivalents At The 144.46 108.88 48.14 9.20 2.06
Beginning
Cash and Cash Equivalents At The 135.19 144.46 108.88 48.14 9.20

End

40




Notes:

1. Figures n bracket indicate cash outflow.

2. The above statement should be read with the notes to the restated summary statement of assets and liabilities,
profitsand losesand cash flows as appearing in Annexuty
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THE OFFER

Offer of Equity Share? 7,199,700 Equity Shares
of which
Offer for saleby IDBI Bank 2,454,400Equity Shares
Offer for saleby CanaraBank 2,171,20CEquity Shares
Offer for saleby SBI 914,500Equity Shares
Offer for saleby IL&FS 855,500Equity Shares
Offer for saleby Federal Bank 584,100Equity Shares

Offer for sale bylL& FS Trust(Equity Shares held 58,605Equity Shares
on behalf of Milestone Fund)

Offer for sale byMilestone Trusteeship (Equity  1,395Equity Shares
Shares held on behalf of Milestone Arifisus)

Offer for sale byING Vysya 60,000 Equity Shares
Offer for sale bylata Investment 100,000Equity Shares

of which

A) QIB portiorf?® Not more thar8,599,85(Equity Shares
Of which:

Available for allocation to Mutual Funds only (5' 125995 Equity Shares
of the QIB Prtion (excluding the Anchor Investo
Portion))*”

Balance for all QIBs including Mutual Furlds ~ 2,393900Equity Shares

B) NorInstitutional Portioff) Not less tharl,079,95%Equity Shares
C) Retail Portiof? Not less tan2,519,89%Equity Shares
Pre and postOffer Equity Shares

Equity Shares outstanding prior to tBéfer 28,552,81FEquity Shares

Equity Shares outstanding after tBéfer 28,552,81FEquity Shares

Allocation to all categories, except th@éhor Investor Portion, if any, shall be made on a proportionate basis.

(@)

@

®

©

The Equity Shares offered by the Selling Shareholders i@ffee have been held by them for a periodnudre thanone

year as on the date iis DraftRed Herring Prospectus.

Our Companyand the Selling Shareholdensay, in consultation with the BRLMs, allocate up to 30% of the QIB Portion to
Anchor Investors on a discretionary basis. @nied of the Anchor Investor Portion shall be reserved for domestic Mutual
Funds, subijet to valid Bids being received from domestic Mutual Funds at or above the price at which allocation is being
done to other Anchor I nv ©fet Br & ¢ e dFuorre @fluof nhis RrafgRedeHerang | s ,
Prospectus

Under subscriptio, if any, in any categorywould be allowed to be met with spill over from any other category or
combination of categories at the discretionoof Companyand the Selling Shareholderis consultation with the BRLMs

and the Designated Stock Exchange.

Assuming Anchor Investor Portion is fully subscribedt, af the QIB Portion (excluding the Anchor Investor Portion), 5%
will be available for allocation on a proportionate basis to Mutual Funds only. The remainder will be available for
allocation on a poportionate basis to QIBs (other than Anchor Investors) and Mutual Funds, subject to valid Bids being
received from them at or above the Offer Price. However, if the aggregate demand from Mutual Funds is 1&&388n
Equity Shares, the balance Equihares available for Allotment in the Mutual Fund Portion will be added to the QIB
Portion and allocated proportionately to the QIB Bidders (other than Anchor Investors) in proportion to their Bids.
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GENERAL INFORMATION

Our Companywas incorporated a€redit Analysis and Research Limiteah April 21, 1993 at Mumbai,
Maharashtras a publidimited company under the Companies Adetor f urt her detail s, see t
Certain Cor por alOeoftivaDraftRed HedringoPnosppctu@ue Companyoffers a wide range of

rating and grading services across a diverse range of instruments and indastti@so provide general and

customized industry researchports For further details of the business @ir Company see t hOar secti o
Busi nes s8Bofthis DraftRedélerring Prospectus

Registered Officeand Corporate Office of our Company

Credit Analysis and Research Limited

4th Floor, Godrej Coliseum

Somaiya Hospital Road

Off Eastern Express Highway

Sion (East), Mumbai 40022

Tel: (91 2) 6754 3456

Fax:(91 22) 6754 3457

Corporate identity numbet)67190MH1993PLC071691
Email: investor.relations@careratings.com
Website:http://www.careratings.com

Address of the RoC

Our Companyis registered with the Registrar of Compes, Maharashtrasituated atRegistrar of Companies,
Everest, 8 Floor, 100, Marinerive, Mumbai 400 002.

Board of Directors

The Board obur Companyomprises the following:

Name Designation DIN Address
O.V. Bundellu Chairman ihdependent and non | 00032950 | Building No. 16, Flat No. 61
executiveDirecton Ashiana, Off Link Road

Next to Infinity Mall
Oshiwara, Jogeshwa(iVes)
Mumbai400 102

D.R. Dogra Managing Director and Chief Executiy 0022675 A-302, Glengate
Officer (nonindependentind executive Hiranandani Gardens, Powai
Director) Mumbai400076

Rajesh Mokashi Deputy Managing Director npn| 02781355 | 801, Corner Stone
independent andxecutive Director) Near Dindoshi Bus Depot

Film City Road, MaladqEast)
Mumbai 400097

Dr. Nitish Kuma Independenandnon-executiveDirector | 00094845 | Home No. 135, Pocket 40
Sengupta Chittaranjan Park

New Delhi110019
Venkatraman Independenandnon-executiveDirector | 00246012 | 73, Keshav Smruti
Srinivasan 8B Cadell Road, Dadar

Mumbai 400028

Bhari Prasad Independenandnon-executiveDirector | 03025537 | Flat No-C-307, 3rdFloor

43



Name Designation DIN Address

Humsub Apartments
CGHSPIot No.14, Se@d Dwarka
New Delhi 110078

For further details othe Directors, see the sectiofiOur Ma n a g e me nt 809 ob this Qraft Red Hering
Prospectus.

Company Secretary and Compliance Officer

Navin K. Jainis the companysecretary and the compliance officefr our Company His contact details are as
follows:

Navin K. Jain

4th Floor, Godrej Coliseum

Somaiya Hospital Road

Off EasterrnExpress Highway

Sion (East), Mumbat00022

Tel: (91 2) 6754 3456

Fax:(91 2) 6754 3457

Email: investor.relations@careratings.com

Investors can contact the Compliance Officer or the Registrato the Offer in case of any pre or posOffer
related problems, such as noweceipt of letters of Allotment, credit of Allotted shares in the respective
beneficiary account and refund orders.

All grievances relating to th@ffer may be addressed to the Registmthe Offer, giving full details such as name,
amplication numberaddress of the applicant, number of Equity Shares applied for, amount paid on application and
the bank branch or collection centre where the application was submitted.

All grievances relating to the ASBA process may be addressed toethistiarto the Offer with a copy to the
relevant SCSB, giving full details such as name, addresiseadpplicant, application number, number of Equity
Shares applied for, amount paid on application and designated branch or the collection centre B8 8@
Syndicate Members (in Specified Citieghere the Bid cum Application Form was submitted by the ASBA Bidder.

Book Running Lead Manages

Kotak Mahindra Capital Company Limited
1stFloor, Bakhtawar

229 Nariman Point

Mumbai 400 021

Tel: (91 22)6634 1100

Fax: (91 22) 2283 7517

Email: care.ipo@kotak.com

Investor Grievance Emaikmccredressal@kotak.com
Website: www.investmentbank.kotak.com
Contact Person: Chandrakant Bhole
SEBI RegistratiofNumber INM000008704

DSP Merrill Lynch Limited

8th Floor, Mafatlal Centre

Nariman Point

Mumbai 400 021

Tel: (91 22)6632 8000

Fax: (91 22)2204 8518

Email: dg.careipo@baml.com
Investor Grievance Email:
dg.india_merchantbanking@baml.com
Website: www.dspml.com

Contact Persortheresa Pimenta
SEBI Registration NoINM000011625

44



Edelweiss Financial Services Limited
1l4thFloor, Edelweiss House

Off. CST Road, Kalina

Mumbai 400 098

Tel: (91 22) 4086 3535

Fax: (91 22) 4086 3610

Email: care.ipo@edelcap.com

Website: www.edelcap.com

Contact PersorChitrang Gandhi/DiptBamant
Investor Grievanc&mail:
customerservice.mb@edelcap.com
SEBI Registration No: INM0000010650

ICICI Securities Limited

ICICI Centre

H.T. Parekh Marg

Churchgate, Mumbai 400 020

Tel: (91 22) 2288 2460

Fax: (91 22) 2282 6580

Email: care.ipo@icisecuriies.com
Investor Grievanc&mail:
customercare@icicisecurities.com
Website: www.icicisecurities.com
Contact PersoRayal Kulkarni/Bhavin Vakil
SEBI Registration No: INM000011179

IDBI Capital Market Services Limited ¥

3rd Floor, Mafatlal Centre

NarimanPoint

Mumbai 400 021

Tel: (91 22) 4322 1212

Fax: (91 22) 2285 0785

Email: care.ipo@idbicapital.com

Website: www.idbicapital.com

Investor Grievanc&mail: redressal@idbicapital.com
Contact PersorBwapnil Thakububodh Mallya
SEBI Registration No.: INMO0O0@B66

SBI Capital Markets Limited ¥

202, Maker Tower OEDd
Cuffe Parade

Mumbai 400 005

Tel: (91 22) 2217 8300

Fax: (91 22) 2218 8332

Email: care.ipo@sbicaps.com

Investor Grievance Email:
investor.relations@sbicaps.com

Website: www.sbicaps.com

Contact PersarMurtuza Patrawal&hikha Agarwal
SEBI Registration Number: INM000003531

@ SBI Capital Markets is an associate of SBI, which Belling Shareholder and IDBI Capital is a Group Company of our
Company and an associate of IDBI Bank, whiclalg& a Selling Shareholder. SBI Capital Markets and IDBI Capital have
signed the due diligence certificate and accordingly have been disclosed as Book Running Lead Managers. Further, in
compliance with the proviso to Regulation 21A of 8&#BI Merchant Bankers Relgtions SBI Capital Markets and IDBI

Capital would be involved only in the marketing of the Offer.

@ The SEBI registrationf SBI Capital Markets was valid up to July 31, 2011. The application for renewal of the certificate of
registration in the presthed manner has been made by SBI Capital Markets on April 29, 2011, to SEBI, three months before the
expiry of the period of the certificate as required under Regulation 9(1) of the SEBI Merchant Bankers Regulations. ide appro
from SEBI is currently awaited.

Syndicate Members
[ 6]
Domestic Legal Counsel tmur Company

Amarchand & Mangaldas & Suresh A. Shroff & Co.

Peninsula Chambers

Peninsula Corporate Park

Ganpatrao Kadam Marg, Lower Parel
Mumbai 400 013

Tel: 91 22 2496 4455

Fax: @1 29 2496 3®6

Domestic Legal Counsel to th&Jnderwriters
Luthra & Luthra Law Offices
10" Floor, Tower 2B

One Indiabulls Centre
Jupiter Mills Compound, 841
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Senapt Bapat Mag

Lower Parel, Mumbai 400 013
Tel: (91 22 6630 3600
Fax:(91 22 6630 3700

International Legal Counsels to the Underwriters

Jones Day

3 Church Street
#1402 Samsung Hub
Singapore 049483
Tel: (65) 6538 3939
Fax: (65) 6536 3939

Statutory Auditor to our Company
M/s Khimji Kunverji & Co., Chartered Accountants

Suite 52, Bombya Mutual Building
Sir P M Road, Fort

Mumbai 400 001

Tel: (91 22) 2266 2550

Fax: (91 22) 2266 1270

Email: www.kke.in

IPO Grading Agency
[ 6]
Experts

Except forthereport of the AuditodatedSeptember 28, 201dndthe statement of tax benefits ddSeptember 28,
2011provided bythe Auditorandincluded on paged 37 and67 of this Draft Red Herring Prospecfusir Company
has not obtainedny experbpinion.

Reqistrar to the Offer

Karvy Computershare Private Limited
Plot nos.1724, Vittal Rao Mgar
Madhapur, Hyderabad 500 081

Toll Free No.: 1800-3454001

Tel: (91 40) 4465 5000

Fax:(91 40) 2343 1551

Email: care.ipo@karvy.com
InvestorGrievanceemail id: care.ipo@karvy.com
Website:http\\karisma.karvy.com
Contact Persoriv Murali Krishna
SEBI Reistration No.INR000000221

Bankers to theOffer and Escrow Collection Banks

[ 6]
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Self Certified Syndicate Banks

The list of banks that have been notified by SEBI to act as SCSBs for the ASBA process is provided on the website
of SEBI at http://wwwsebi.gov.in/pmd/scsb.html. For details of the Designated Branches of the SCSBs which shall
collect Bid cum Application Forms, please refer to the aboeationed link.

Bankers toour Company

HDFC Bank Limited IDBI Bank Limited

Rupam Centre, Cine Planet Unit No. 2, Corporate Park

Sion Circle, Sio East Near Swastik Chambers

Mumbai400 022 SionTrombay Road, Chembur

Tel: (91) 93241 43221 Mumbai 400 071

Fax (9122) 24023000 Tel: (91 22)6690 8402

Email: preferredbankin@hdfcbank.com Fax: @1 22)6690 8424

Website:www. hdfcbank.corpreferredbanking Email: ipoteam@idbi.co.in / v.jayamhan@idbi.co.in
Contact PersorBranch Manager Website:www.idbibank.com

Contact PersarV. Jayamrthani General Manager

State Bank of India
Madhusudan Mills Compound
Pandurang Budhkar Marg
Lower Parel, Mumbai 400 013
Tel: (9122) 24927480
Fax:(9122) 24934338

Email: shi.03428@sbi.co.in
Website: wwwsbi.co.in

Contact PersorBranch Manager

Monitoring Agency

As the Offer consists of only an offer for sale by ®elling Shareholderqur Companyhas not appointed a
monitoring agencyor the Offer.

Inter -se Allocation ofResponsibilities of the BRLMs

The following table sets forth thater seallocation of responsibilities for various activities amdhg BRLMs for
the Offer:

Activity Responsibility Co-
ordination
1. Capital structuring with the relative components forchalities Kotak, DSP Kotak
Merrill Lynch,

Edelweissand
ICICI Securities

2. Due diligence of the Company including its operationahagemet/ | Kotak, DSP Kotak
business plans/ legal etc. Drafting atebsign ofthe offer documents | Merrill Lynch,
EdelweissICICI

The BRLMs shall ensure compliance with stipulatequirements an¢ Securities|DBI
completion of prescribed formalitiesith the Stock Exchanges, tif Capital” andSBI
RoC and SEBI includingjnalization of Prospdas and RoC filing. Capital Marketd

3. Drafting and approval of all publicity materishnd statutory| Kotak, DSP Edelweiss
advertisements including corporate advertisenbeothure, corpota | Merrill Lynch,
films, etc. Edelweissand

ICICI Securities
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Activity

Responsibility

Co-
ordination

Appointment of Intermediaries: Bankers to #er, Registrar to the
Offer and other intermediaries includipginters,IPO Grading agency
andadvertising agency

Kotak, DSP
Merrill Lynch,
Edelweissand
ICICI Securities

ICICI
Securities

International institutional marketing strategy, which vadver, inter

alia:

A Finalizing the list and division of investors for one tme
meetings

A Finalizing the International road sho schedule andnvestor
meeting schedules

A Preparing road show presentation and fretjyersked questions

Kotak, DSP
Merrill Lynch,
EdelweissICICI
Securities|DBI
Capital’ andSBI
Capital Market&

DSP Merrill
Lynch

Domestic institutional marketg strategy, which wiltover, inter alia:

A Finalizing the list and division of investors for one to o
meetings,

A Finalizing the Domestic road show schedule amgestor meeting
schedules

Kotak, DSP
Merrill Lynch,
EdelweissICICI
SecuritiesIDBI
Capital” andSBI
Capital Market®

Kotak

Domestic Retail and Nemstitutional marketing of th®ffer, which
will cover, inter alia:

Formulating marketing strategies, preparation of publicity bug
Finalizing media and PR strategy

Finalizing centres for hlaing conferences for brokers etc.;
Finalizing collection centres and followp on distribution of
publicity and Offer material including form, prospectus al
deciding on the quantum of ti@fer material

Too T T Do

Kotak, DSP
Merrill Lynch,
EdelweissICICI
Securites |DBI
Capital” andSBI
Capital Market®

ICICI
Securities

Co-ordination with the Stock Exchanges for book buildsaftware,
bidding terminals and mock trading

Kotak, DSP
Merrill Lynch,
Edelweissand
ICICI Securities

ICICI
Securities

Pricing,managing the book and allocation to QIB bidders

Kotak, DSP
Merrill Lynch,
Edelweissand
ICICI Securities

DSP Merrill
Lynch

10.

The postbidding activities including management of escrow accoy
follow-up with bankers to theOffer, co-coordination for on
institutional allocation, intimation of allocation and dispatch
refunds to Bidders etc.

The postOffer activities will involve essential follow up steps, whi
include the finalization of listing and trading of instruments, disp
of certificatesand demat delivery of shares, with the various ager
connected with the work such as the Registrar to Gffier and
Bankers to theOffer and the bank handling refund business
SCSBs. The merchant banker shall be responsible for ensurin
these gencies fulfill their functions and enable it to discharge
responsibilitythrough suitable agreements with the Company.

Kotak, DSP
Merrill Lynch,
Edelweissand
ICICI Securities

Edelweiss

@ SBI Capital Markets is an associate of SBI, which Beling Shareholder and IDBI Capital is a Group Company of our
Company and an associate of IDBI Bank, whichls® Selling Shareholder. SBI Capital Markets and IDBI Capital have signed
the due diligence certificate and accordingly have been disclosed asRBooing Lead Managers. Further, in compliance with
the proviso to Regulation 21A of ti8EBI Merchant Bankers Regulatiori8Bl Capital Markets and IDBI Capital would be
involved only in the marketing of the Offer.

If any of these activities are handldéy other intermediaries, théesignatedBRLMs shall be responsible for
ensuring that these agencies fulfil their functions and enable them to discharge these responsibilities through suitable
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agreements witbur Company

Credit Rating

As this is arOffer of Equity Shares, there is no credit rating for tiger.

Trustees

As this is arOffer of Equity Shares, the appointment of trustees is not required.
Book Building Process

The book building, in the context of tt@@ffer, refers to the process of cadtion of Bids on the basis of the Red
Herring Prospectus within the Price Band, which will be decidedusyCompanyand the Selling Shareholders, in
consultation with the BRLMsand advertised at least tWdorking Days prior to the Biddffer Opening DateThe
Offer Price is finalzed after the BidDffer Closing Date. The principal parties involved in the Book Building
Process are:

our Company

the Selling Shareholders;

the BRLMs

the Syndicate Members who are intermediaries registered with SEBI oeredists brokers witthe BSE/
theNSE and eligible to act as Underwriters. The Syndicate Membe=paointed by the BRLNMs

. the SCSBs;

. the Registrar to th®ffer; and

. the Escrow Collection Banks.

This is anOffer for more thar25% of the postOffer captal in accordance with Rule 19(2)(b)(i) of the SCRR. This
Offer is being made through the 100% Book Building Process wherein not more than 50%dfethehall be
allocated on a proportionate basis to QIB Bidders. 5% of the QIB Portion (excluding Aneéstor Portion) shall
be available for allocation on a proportionate basis to Mutual Funds only, and the remainder of the QIB Portion shall
be available for allocation onmoportionatebasis to all QIB Bidders, including Mutual Funds, subject to \Riits
being received at or above téfer Price. Further, not less than 15% of M#er shall be available for allocation on
a proportionate basis to Nénstitutional Bidders and not less than 35% of@féer shall be available for allocation
on a proprtionate basis to Retail Individual Bidders, subject to valid Bids beingvexteit or above th®ffer
Price Undersubscription if any, in any categorwould be allowed to be met with spill over from any other
category or a combination of categoriestia¢ discretion ofour Companyand the Selling Shareholders
consultation witthe BRLMs and the Designated Stock Exchange

In accordance with the SEBI Regulations, QIBs Bidding in the QIB Portion(excluding the Anchor Investor
Portion) are not allowed to withdraw their Bid(s) after the Bid/Offer Closing Date and Anchor Investors
cannot withdraw their Bids after the Anchor Investor Bid/Offer Period. For further detailssee the section
ATer msOfierd © h @Qdaf thie DraftRed Herring Prospeas.

Our Companywill comply with the SEBI Regulations and any other ancillary directions issued by SEBI for this
Offer. In this regardpur Companyhas appointed the BRLM®s manage th©ffer and procure subscriptions to the
Offer. SBI Capital Markets isan associate of SBI, which &Selling Shareholder and IDBI Capital is a Group
Company of our Company and an associate of IDBI Bank, whiglkasaSelling Shareholder. SBI Capital Markets
and IDBI Capital have signed the due diligence certificate aodrdingly have been disclosed as Book Running
Lead Managers. Further, in compliance with the proviso to Regulation 21A oSHERB# Merchant Bankers
RegulationsSBI Capital Markets and IDBI Capital would be involved only in the marketing of the Offer.

The process of Book Building under the SEBRegulationsis subject to change from time to time and the

investors are advised to make their own judgment about investment through this process prior to making a
Bid.
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lllustration of Book Building and Price Discovery ProcesgInvestors should note that this example is solely for
illustrative purposes and is not specific to @#er; it also excludes bidding by Anchor Int@s or bidding under

the ASBA process

Bidders can bid at any price within the pricendaFor instance, assume a price ban&®120.00 to Rs.24.00 per
share, issue size of 3,000 equity shares and receipt of five bids from bidders, details of which are shown in the table
below. A graphical representation of the consolidated demand arel would be made available at the bidding

centres during the bidding period. The illustrative book below shows the demand for the shares of the issuer
company at various prices and is collated from bids received from various investors.

Bid Quantity Bid Amount (Rs) Cumulative Quantity Subscription
500 24.00 500 16.67%
1,000 23.00 1,500 50.00%
1,500 22.00 3,000 100.00%
2,000 21.00 5,000 166.67%
2,500 20.00 7,500 250.00%

The price discovery is a function of demand at various prices. The highesatpnwbech theselling shareholders are

able totransferthe desired number of shares is the price at which the book cuispfRs. 22.00 in the above
example. The issuarompany and the selling shareholdaersconsultation with the book running leacamagers,
will finalise the offer price at or below such cwaiff price,i.e., at or belowRs.22.00. All bids at or above thiffer
price and cubff bids are valid bids and are considered for allocation in the respective categories.

Steps to be taken kiie Bidders for Bidding:

1. Check eligibility for making a Bidgee thesectionfiOffer Procedurs Wh o Can Bi @®2ofthen page
Draft Red Herring Prospectus);

2. Ensure that you have a demat account and the demat account details are correctly mentierBid qum
Application Form;

3. Except for Bids (i) on behalf of the Central or State Governments and the officials appointed by the courts,

who, in terms of a SEBI circular dated June 30, 2008, may be exempt from specifying their PAN for
transacting in ta securities markgtaind (ii) Bids by persons resident in the state of Sikkim, who, in terms

of a SEBI circular dated July 20, 2006, may be exempted from specifying their PAN for transacting in the
securities market, for Bids of all values, ensure that lyave mentioned your PAN allotted under the
Income Tax Actin the Bid cum Application Form. In accordance with the SEBI Regulations, the PAN
would be the sole identification number for participants transacting in the securities market, irrespective of

theamount of transactio(see thesectionfiOffer Proceduré Permanent Account Number PANO on page
2330f this DraftRed Herring Prospectus):

4, Ensure that the Bid cum Application Form is duly completed as per instructions gitieis Draft Red
Herring Pospectus and in the Bid cum Application Form;

5. Bids by QIBs (except Anchor Investors) and Non Institutional Bidders shall be submitted only through the
ASBA process;

6. Bids by ASBA Bidders will have to be admitted to the Designated Branmh&yndicate Mmbers in

Specified CitiesASBA Bidders should ensure that their bank accounts have adequate credit balance at the
time of submission to the SCSBs to ensure that the Bid cum Application Form is not rejected.

Notwithstanding the foregoing, th@ffer is al® subject to obtaining (i) final listing and trading approvals of the
Stock Exchanges, whiobur Companyshall apply for after Allotment; and (ii) the final approval of the RoC after
the Prospectus is filed with the RoC.
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Underwriting Agreement

After the determination of th@ffer Price and allocation of Equity Shares, but prior to the filing of the Prospectus
with the RoC,our Companyand the Selling Shareholdevdll enter into an Underwriting Agreement with the
Underwriters for the Equity Shares propgge be offered through th@ffer. It is proposed that pursuant to the
terms of the Wderwriting Agreement, the BRLMshall be responsible for bringing in the amount devolved in the
event that the Syndicate Members do not fulfil their underwriting obdigatiThe Underwriting Agreement is dated

[ 0] . Pursuant to the terms of the Underwriting Agr eeme

subject to certain conditions specified therein.
The Underwriters have indicated their intentioutmerwrite the following number of Equity Shares:

(This portion has been intentionally left blank and will be filled in before filing of the Prospectus with the RoC.

Name and Address of the Underwritersalong Indicative Number of Equity Amount
with the telephone number, fax number and Shares to be Underwritten Underwritten
email address of the Underwriter (Rs. in million)
[ 6] [ 6] [ 6]

The abovementioned is indicative underwriting and this will be firati afterdetermination of the Offer Pricnd
actual allocation.

In the opinion of the Board of Directors (based on certificates provided by the Underwriters), theessduhe
Underwriters are sufficient to enable them to discharge their respective underwriting obligations in full. The
Underwriters are registered with SEBI under Section 12(1) of the SEBI Act or registered as brokers with the Stock
Exchamge(s). The SEB registrationof SBI Capital Markets was valid up to July 31, 2011. The application for
renewal of the certificate of registration in the prescribed manner has been made by SBI Capital Markets on April
29, 2011, to SEBI, three months before the expirthefperiod of the certificate as required under Regulation 9(1)

of the SEBI Merchant Bankers Regulations. The apprdr@h SEBI is currently awaitedThe Board of
DirectorsCo mmi t t ee of Director s, at it s meetthenUndehvidtihgd o n
Agreement mentioned above on behalbof Company

Allocation among the Underwriters may not necessarily be in proportion to their underwriting commitment.
Notwithstanding the above table, the BRLMsd the Syndicate Members shall bgpensible for ensuring payment
with respect to Equity Shares allocated to investors procured by them. In the event of any default in payment, the

respective Underwriter, in addition to other obligations defined in the Underwriting Agreement, will atsqpulved
to procure/subscribe the Equity Shares to the extent of the defaulted amount.
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CAPITAL STRUCTURE
Theequity hare capital obur Companyas at the datef this DraftRed Herring Prospectus is set forth below:

(In Rs, except share data)

Aggregate Value at Aggregate Value at
Face Valueof Rs. 10 Offer Price
A | AUTHORI ZED SHARE CAPITAL
30,000,000Equity Shares 300,000,00000
B | ISSUED, SUBSCRIBED AND PAID-UP CAPITAL
BEFORE THE OFFER
28,552,81EFquity Shares 285,528,12M0
C | PRESENT OFFER FOR SALE BY THE SELLING
SHAREHOLERS IN TERMS OF THIS DRAFT
RED HERRING PROSPECTUS
7,199700 Equity Shares 71,997,000.00 [ 6
D | SECURITIES PREMIUM ACCOUNT
Before theOffer 20,106,740
After the Offer 20,106,740
E | ISSUED, SUBSCRIBED AND PAID-UP CAPITAL
AFTER THE OFFER
28,552,81EFquity Shares 285,528,12M0

IDBI Bank CanaraBank SBI, IL&FS, Federal BankL&FS Trust (Equity Shares held on behalf of Milestéioemd), Milestone
Trusteeship (Equit$hares held on behalf of Milestone Arfirus), ING Vysyaand Tata Investmentiave consented to offering
Equity Shares under the Offer pursuantésolutions(of the board of directorsr a duly constituted committeeptedJune 17,
2011, June 28, 2011eftember 20, 2011, September 28, 2011, September 3, 2011, August 18, 2011 A@fi1, September
21, 2011and September 5, 201respectivelyThe Equity Shares to be offered in the OfifeiSalehave been held for a period of

at least one year prioto the date of filing ofhis Draft Red Herring Prospectus and hence are eligible for being offered for sale
in the Offer.

The presenDffer hasbeen authored bythe Board of Directorpursuant tahe resolutiordatedAugust 17, 2011

Changes in the Aithori zed Capital

. The initial authorzed share capital of R4.00,000,00®0 divided into 10,000,000 Equity Bares was
increased to Rs300,000,00M0 divided into 30,000,000Equity Sharespursuant to a resolution of the
Shareholder®f our CompanyatedSeptember 13, 2011

Notes to the Capital Structure

1. Share Capital History of our Company

(a) The history of the equity share capital aseturitiespremium account obur Companyis detailed in the
following table

Date of No. of Equity Face Issue | Consideration | Cumulative Cumulative Cumulative
Allotment Shares Allotted Value | price/ | (Cash/ Bonus No. of paid-up Securities
(Rs.) Buy- Issue) Equity Equity Premium
back Shares Capital (Rs.) (Rs.)
Value
(Rs.)
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Date of No. of Equity Face | Issue | Consideration | Cumulative Cumulative Cumulative
Allotment Shares Allotted Value | price/ | (Cash/ Bonus No. of paid-up Securities
(Rs.) Buy- Issue) Equity Equity Premium
back Shares Capital (Rs.) (Rs.)
Value
(Rs.)
May 12 7 10.00 10.00 | Cash 7 70.00 Nil
1993Y
DecembeR0, 7,999,993 10.00 10.00 | Cash 8,000,000 80,000,000 Nil
1993%
Jaméagry 25, (225,000)| 1000 | 52.05| Cash 7,775000 | 77,750,000.00 Nil
2006°
Jung :}.5, 284,247| 10.00 31.82 | Cash 8,059247 | 80592470.00 | 6,202,27000
2009*
February 9 7,696 | 10.00 | 26.96% | Cash 8,066943 | 80,669430.00 | 6,332,79400
20107
March 12 1,450661 | 10.00 - | Bonusissue in 9,517,604| 95,176,04000 | 6,332,79400
20107 the ratio
18:100
September 20 19,035,208/ 10.00 - | Bonusissuein| 28,552,812| 285,528,12M0 | 6,332,79400
2011® the ratio2:1

@

@

®

©

@

(6)

®

Equity Shares allotted by our Company to IDBI Bankl its nominegsRamchandra Patil, Pathakattyl Thomas, Gagan
Rai, Yajaman Shivamurthy, Jitender Balakrishnan and &w#a Dubeypursuant to subscription to the Memodam

of Association

Equity Shares allotted by our CompanyliBl Bank, Canara Bank, Unit Trust of India, Vysya Bank Limited, Federal
Bank, Sundaram Finance Limited, Credit Capital Venture Fund India Limited, Firsinge&ompany of India Limited,
ITC Classic Finance Limited, Kotak Mahindra Finance Limited, IFB Leasing and Finance Limited, Kalimati Investment
Company Limited, Varuna Investments Limited, The Investment Corporation of India Limited"aBdr20ry Finance
Corporation Limitedoursuantto a preferential allotment.

Buy back of Equity Shares byr Companyat a price of Rs. 52.05 per Equity Shdirem Russell Investments Limited,
TCFC Finance Limited, TVS Finance & Services Limited and Sundaram Finance Distribution Launitealized by the
shareholders obur Companypursuant toa resolution dated September 22, 2005.

Equity Shares allotted byur Companyto K. Sivaprakasam, D.R. Dogra, Rajesh Mokashi, P.N. Sathees Kumar, lavin
Jain, TN. Arun Kumar, Milind Gadkari, Mehul Ralya, Priti Agarwal, SwatiAgrawal Jain and Mahesh Wadhwa
pursuant to the exercise of options granted undeCAREEmployes Stock Option Schem2006

Equity Shares allotted by our CompatayMilind Gadkari pursuant tothe exercise of options gratd under theCARE
Employee Stock Option Schem2006

Adjusted foRs. 37,340 refunded dilind Gadkari as an adjustment to the bonus issue undertaken by our Company.
Bonus issue in the ratib8:100authorizd by shareholders olur Companypursuant to a resolution dated September 29,
2009. Bonus issue was undertaken through capdtiédin of the general reservesair Companyand Equity Shares were
allottedto IDBI Bank, Canara BanlSBl ING Vysya, Federal Bank, IL&FS Trusmn behalf of MilstoneFund), IL&FS,
Sundaram Finance Distribution Limited, First Leasing Company of India Linilat InvestmentKalimati Investment
Corporation Limited, Russell Investments Limited, Kotak Mahindra Bank Limited, Harita Techserv Limited, TCFC
Finance Linited, K. Sivaprakasam, D.R. Dogra, Rajesh Mokashi, P.N. Sathees Kumar K\Naain, T.N. Arun Kumar,
Milind Gadkari, Mehul Pandya, Priti Agarwal, Swati Agval Jain and Mahesh Wadhwa.

Bonus issue in the ratid:1 authorized by shareholders aur Companypursuant to a resolution dateé8leptember 13,
2011 Bonus issue was undertaken through capdilon of thegeneral reservesf our Companyand Equity Shares were
allotted to IDBI Bank, Canara Bank, SBI, IL&F%ederal BankBajaj Holdings and Invements LimitedAditya Birla
Private Equity TrustIL&FS Trust (on behalf of Mileston&und), ING Vysya,Russell Investments Limitedata
InvestmentPoonawalla Investment & Industries Private Limited, Money Matters Financial Services Liiékaati
Investment Company Limited, Serum Institute of India Limitethr Cyrus Poonawalla, Adar Poonawalla Finvest
Private Limited, Kumkum Kanwaljit SingMilestone Trusteeshiffor Equity Shares held on behalf of Milestone Army
Trus?), K. Sivaprakasam, D.R. Dogr Rajesh Mokashi, P.N. Sathees Kumar, N&idain, T.N. Arun Kumar, Milind
Gadkari, Mehul Pandya, Priti Agarwal, Swati Agval Jain and Mahesh Wadhwa
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(b) The details of théequity Shares allotted for consideration other than cash are providee iioltbwing

table:
Date of Name of the No. of Face Issue Reasons Whether any
Allotment Allottees Equity Value price for benefits accrued to
Shares (Rs.) (Rs.) allotment our Company
Allotted
March 12 2010 | Shareholders| 1,450,661 10.00 - | Bonusissue in
of our the ratio18:100
Compan$?
September 20 Shareholders | 19,035,208 10.00 - | Bonus issue in
2011 of our the ratio2:1

Company{?

@ Allotted to IDBI Bank, Canara BankBl, ING Vysya, Federal BanK,&FS Trust (on behalf of Milestonéund), IL&FS,

Sundaram Finance Distribution LimiteBirst Leasing Company of India Limited, Tata Investment, Kalimati Investment
Corporation Limited, Russell Investments Limited, Kotak Mahindra Bank Limited, Harita Techserv Limited, TCFC

Finance Limited, K. Sivaprakam, D.R. Dogra, Rajesh Mokashi, P.N. Sathees Kumar, Maulain, T.N. Arun Kumar,
Milind Gadkari, Mehul Pandya, Priti Agarwal, Swakgrawal Jain and Mahesh Wadhvprsuant to a resolution dated
September 29, 2009. Bonus issue was undertaken throughlizagion of the general reservesair Company

@ Allotted toIDBI Bank, Canara Bank, SBI, IL&F%ederal BankBajaj Holdings and Investments Limitefiditya Birla
Private Equity TrustIL&FS Trust (on behalf of Mileston&und), ING Vysya,RussellInvestments LimitedTata
InvestmentPoonawalla Investment & Industries Private Limited, Money Matters Financial Services Liiétaati

Investment Company Limited, Serum Institute of India Limifethr Cyrus Poonawalla, Adar Poonawalla Finvest
Private Limited, Kumkum Kanwaljit SingMilestone Trusteeshiffor Equity Shares held on behalf of Milestone Army

Trus), K. Sivaprakaam, D.R. Dogra, Rajesh Mokashi, P.N. Sathees Kumar, Navidain, T.N. Arun Kumar, Milind
Gadkari, Mehul Pandya, Priti AgaraSwati Agawal Jain and Mahesh Wadhwaursuant to a resolution dated
September 13, 201Bonus issue was undertaken through capisibn of thegeneral reservesf our Company

2. History of the Equity Share Capital held by the Promoters
(a) Details of thebuild up ofthe Promotefs shareholding imur Company
Date of Nature of No. of Nature of Face Issue/ Percentage| Percentage
Transaction Transaction Equity consideration Value | Acquisition | of the pre- of the
Shares (Rs.) Price (Rs.) Offer post Offer
Capital Capital
(%) (%)
IDBI Bank
May 12, Subscrption to 1 | Cash 10.00 10.00 - -
1993 Memorandum
December | Preferential allotment 2,079993 | Cash 10.00 10.00 7.28 7.28
20, 1993
January 8, | Transferby 6 | Cash 10.00 10.00 - -
1994 Ramchandra Patil,
Pathakattyl Thomas,
Gagan RaiyYajaman
Shivamurthy, Jitender
Balakrishnan and
Deva Dubey
March 12 Bonus issue in the 374400 | - 10.00 - 1.31 1.31
2010 ratio 18:100
September | Bonus issue in the 4,908,800| - 10.00 - 17.19 17.19
20, 2011 ratio2:1
TOTAL 7,363,200 25.79 25.79
Canara Bank
December Preferential allotment 1,840,000 | Cash 10.00 10.00 6.44 6.44
20, 1993
March 12 Bonus issue in the 331,200 | - 10.00 - 1.16 1.16
2010 ratio 18:100
September | Bonus issue in the 4,342,400| - 10.00 - 1521 15.21
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Date of Nature of No. of Nature of Face Issue/ Percentage| Percentage
Transaction Transaction Equity consideration | Value | Acquisition | of the pre- of the
Shares (Rs.) Price (Rs.) Offer post- Offer
Capital Capital
(%) (%)
20, 2011 ratio2:1
TOTAL 6,513,600 22.81 22.81

All the Equity Shares held by the Promoters were fully pgidn the respective dates of acquisition of such Equity

Shares. None of the Equity Shares held by the Promoters are pledged.

(b) Details of Promotes sortribution and Lockin:
Date ofacquisition Nature of allotment No. of Equity Face Value | Issue/Acquisition | Percentage
and when made Shares (Rs.) Price per Equity of post
fully paid-up Share (Rs.) Offer paid-
up capital
(%)
IDBI Bank
September 20, 2011 Bonus issue in the ratio of 2:1] 3,030,094 ] 10.00 | - | 1061
Canara Bank
September 20, 2011| Bonus issue in the ratio of 2:1 2,680,468 10.00 - 9.39
TOTAL 5,710,562 20.00

Theminimum Promoteés contribution has been brought to the extent of not less thap#zified minimum lot and

from the persons defined as Pramer s under the SEBI Regul ations. The Pr
less than 20% po$dffer capital shall be locketh for a period of three years from the date of Allotment in the

Offer.

The Equity Shares constituting mini mum Pr-mfoodperiods cont

of three years commencing from the date of Allotment, are eligible in terms of the SEBI Regulations.

The Equity Shares that are beiogkedin are not ineligible for computatin o f Pr omot enrteédnssofc ont r i b

Regulation 33 of the SEBI Regulations

ThePromoters have given consent to incléjél0,562Equity Shares held by them, in aggregatmstituting20%

of the postOffer Equity Share capital of our Company as Promdtemtribution and have agreed not to sell,
transfer, charge, pledge or otherwise encumber in any manner the Prérmoteridution from the date of filing
this DRHP, until the commencement of the lackpeliod specified above, or for such other time as required under
SEBI Regulations.

(©)

In addition to the 20% of the pe€iffer shareholding obur Companyheld by the Promoters and locked in floree
years as specified abowther than7,199,700Equity Shares forming part of the Offer for Salee entire préffer
equity share capital will be locked for a period of one year from the date of Allotmdrirther, 291,943 Equity
Shares allotteghursuant to th€ ARE Employees Stock Option Scheme, 2@0@ held for a period of at least one
year from the date of allotmethereofand 325,653Equity Shares held biilestone Fund, a VCKthrough its
trusteelL&FS Trusf) for a period of at least oneateas on the date of this Draft Red Herring Prospeutilisnot be
subject to lockin.

(d)

The Equity Shares held ®Promoter may be transferreddgnother Promoter or an entity belongindtie Promoter
Group orto a new promoter aa persorin control ofour Company subject to continuation of the loék of such
Equity Sharesn the hands of the transferees for the remaining period and compliance wiBfEBieTakeover
Regulationsif applicable.

Details of preOffer Equity Share capital locked in for one year

Other requirements in respect of leick
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The Equity Shres held by perssrother than the Promotprior to the Offer may be transferred to any other
person holding Equity Shares which are locke@long with the Equity Shares proposed to be transferred, subject
to continuation of the lockn in the hands fathe transferees for the remaining period and compliance wit Eid
Takeover Regulationd applicable.

The Equity Shares held by the Prometehich are lockedn for a period of one year from the date of Allotment in

the Offer can be pledged withng scheduled commercial bank or public financial institution as collateral security for
loans granted by such bank or financial institution, provided that the pledge of the Equity Shares is one of the terms
of sanction of the loan.

(e) Lockin of Equity Share to beAllotted, if any, to the Anchor Investor

Any Equity Shareg\llotted to Anchor Investors in th&nchor Investor Portion shall be lock@ufor a period of 30
days from the date of Allotment.

3. Shareholding Pattern ofour Company
0] The table below gesents the shareholding pattern of Equity Shares befof@ftheand as adjusted for the
Offer:
Cate Category of No. of No. of Pre-Offer PostOffer Shares
gory Shareholder Share shares Total No. of Total Total No. of Total shareholding Pledged or
code holder held in shares shareholding as shares as a % of total no. of otherwise
s dematerial a % of total no. shares encumbered
ised form of shares
As a As a As a Asa%of | No.of | Asa
% of % of % of (A+B+C) | share %
(A+B) | (A+B+ (A+B) S
©)
(A) Shareholding of
Promoters and
Promoter Group
1 Indian
(@) Individuals/Hindu - - - - - - - - - -
Undivided Family
(b) Central - - - - - - - - - -
Government/State|
Government(s)
(c) Bodies Corporate - - - - - - - - - -
(d) Financial 2| 13876800 13876800 48.60 48.60 9,251,200 32.40 32.40 Nil Nil
Institutions/Banks
(&) | Any - - - - - - - - - -
Others(Specify)
Sub Total(A)(1) 2 | 13,876,800/ 13,876,800| 48.60 48.60 9,251,200| 32.40 32.40 Nil Nil
2 Foreign
a Individuals (Non - - - - - - - - - -
Residents
Individuals/
Foreign
Individuals)
b Bodies Corporate - - - - - - - - - -
[ Institutions - - - - - - - - - -
d Any - - - - - - - - - -
Others(Specify)
Sub Total(A)(2) - - - - - - - - - -
Total 2| 13,876,800 13,876,800 48.60 48.60 9,251,200 32.40 32.40 Nil Nil
Shareholding of
Promoters and
Promoter Group
(A=
AML)+A)2)
(B) Public
shareholding
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Cate

gory
code

Category of
Shareholder

No. of

Share

holder
s

No. of

shares

held in
dematerial
ised form

Pre-Offer

PostOffer

Total No. of
shares

Total
shareholding as
a % of total no.

of shares

As a As a

% of % of

(A+B) | (A+B+
©)

Total No. of
shares

Total shareholding

as a % of total no. of

shares

Shares
Pledged or
otherwise

encumbered

As a % of
(A+B+C)

As a
% of
(A+B)

No. of | Asa
share %
s

Institutions

@

Mutual
Funds/UTI

(b)

Financial
Institutions
/Banks

5,141,385

5,141,3%

18.01 18.01

©

Central
Government/State|
Government(s)

(d)

VentureCapital
Funds

(e)

Insurance
Companies

®

Foreign
Institutional
Investors

@)

Foreign Venture
Capital Investors

(h)

Any Other
(specify)

Sub-Total (B)(1)

5,141,385

5,141,385

18.01 18.01

B2

Non-institutions

(@)

Bodies Corporate

12

9,145,542

9,145,542

32.03 32.03

Individuals

(b)
|

i. Individual
shareholdis
holding nominal
share capital up to
Rs. 0.1 million

10

370,623

370,623

1.30 1.30

ii. Individual
shareholders
holding nominal
share capital in
excess of Rs. 0.1
million.

18,462

18,462

0.06 0.06

©

Any Other
(specify)

Sub-Total (B)(2)

25

9,534,627

9,534,627

33.39 33.39

(B)

Total Public
Shareholding
(B)=
(BY1)+(B)(2)

28

14,676,012

14,676,012

51.40 51.40

19,301,61%

6760 6760

TOTAL (A)+(B)

30

28,552,812

28,552,812

100.00| 100.00

28,552,812

100.00 100.00

Nil Nil

©

Sharesheld by
Custodians and
against which
Depository
Receipts have
been issued

Sub-Total (C)

GRAND TOTAL

(A)+(B)+C)

30

28,552,812

28,552,812

100.00| 100.00

28,552,812

100.00 100.00

Nil Nil

D Including 7,199700 Equity Shares to be allotted pursuant to the Offer.
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4, The list oftop 10shareholders afur Companyand the number of Equity Shares held by them is as under:

€) As of the date ofhis DraftRed Herring Prospecti®. Septembe30, 2011

Sr. Name of the shareholder No. of Percentage(%)
No. Equity
Shares held

1. IDBI Bank Limited 7,363,20( 25.7¢
2. Canara Bank 6,513,60( 22.8]
3. [State Bank of India 2,743,50( 9.61
4. IL& FS Financial Services Limited 2,566,50( 8.9¢9
5. The Federal Bank Limited 1,770,00( 6.2(
6. Bajaj Holdings and Investment Limited 1,707,614 5.9§
7. Aditya Birla Private Equity Trust 1,220,42] 4.27
8. IL&FS Trust Company (Equity Shares hetsh behalf g

Limited Milestone Private Equity Fund 1,152,774 4.04

9. ING Vysya Bank Limited 627,88 2.2(
10. |Russell Investmentsimited 531,00( 1.86

(b) As of 10 days prior to the date thiis DraftRed Herring Prospectig. Septembe20, 2011

Sr. Name of the shareholder No. of Percentage(%)
No. Equity
Shares held

1. IDBI Bank Limited 7,363,20( 25.7¢
2. Canara Bank 6,513,60( 22.8]
3. [State Bank ofndia 2,743,50( 9.61
4. IL& FS Financial Services Limited 2,566,50( 8.9¢
5. The Federal Bank Limited 1,770,00( 6.2(
6. Bajaj Holdings and Investment Limited 1,707,61 5.9§
7. Aditya Birla Private Equity Trust 1,220,42] 4.27
8. IL&FS Trust Company (Equity Shares held on behalf o

Milestone Private Equity Funidmited) 1,152,774 4.04
9. ING Vysya Bank Limited 627,88! 2.2(
10. |Russell Investmentsimited 531,00( 1.86

(© As of two years prior tdhe date othis DraftRed Hering Prospectuse. Septembe80, 2009

Sr. Name of the shareholder No. of Percentage(%)
No Equity
. Shares held
1. |IDBI Bank Limited 2,080,00 25.7¢
2. |Canara Bank 1,840,00 22.8]
3. |State Bank of India 775,00 9.61
4. [ING Vysya Bank Limited 500,00 6.2(
5. [The Federal Bank Limited 500,00 6.2(
6. |[IL& FS Financial Services Limited 400,00 4.96
7. |Sundaram Finance Distribution Limited 375,00 4.65
8. |IL&FS TrustCompany Limited Equity Shares held on 325,00 4.03
behalf ofIL&FS Infrastructure Equity Fund)

9. |First Leasing Company of India Limited 250,00 3.1¢
10. [Tata Invesient Corporation Limited 200,00 2.4§
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CARE Employees Stock Option Scheme, 2006

Our Company instituted the CARE E 8¢hénmwy)e eosn SO eoccekmbCepr
1, 2006, pursuant tthe Board andsh a r e h adsalutians dated August 22006 and September 29,

2006 respectivelyThe purpose of the Scheme wasinter alia align interest of employees with our

Company, reward high performing employees, encourage performance improvement and retaistalent

on the date of this Draft Red Hing Prospectus, there are no options outstanding under Scheme and the
Scheme has terminated

Our Company granted options convertible inRY 600 Equity Shares of face value Rs.0D®eachin the

year 2006 which represeertd 10.006 of the paid up equitgapital of our Compangrior to such grantin

financial year2010, arr Companyallotted 291,943 Equity Sharespursuant to exercise of optiorsd

435,557 options wereancelled The following table sets forth the particulars of the options granted under
Scheme and the Equity Shares allotted pursuant to the exercise of such options, as of the date of filing of
this DraftRed Herring Prospectus:

Particulars Details
Options granted 727,500
The pricing formula 50% of book value of the Equit
Shares as oWlarch 31, 2007
Exercise price of options Rs. 31.82
Total options vested 380,580
Options exercised 291,943

Total number b Equity Shares that have arisas a result of full 291,943
exercise of options already granted
Options forfeited/lapsed/caalted 435,557

Variation in terms of options Pursuant to meetingof the
Board of Directors held on
February 10 2009, there was
variation in certainterms and
conditions of the Schem
including imposing lockn
period of one year from the da|
of allotment of Equity Shares
andprovision in relation tduy-
back of Equity Shares allotte
pursuant to exercise of options

Money realred by exercise of options Rs.9,252,30654%
Options outstanding (in force) Nil

Person wise details of options granted to

0] Directors and key managerial employees Please see Note 1 below
(i) Any other employee who received a grant in any one yej Please see Notelizlow

options amounting to 5% or more of the options grarn
during the year
(i) Identified employees ho are granted options, during a| N.A.
one year equal to exceeding 1% of the issued ca
(excluding outstanding warrants and conversions) of
Company at the time of grant
Fully diluted EPS on a prOffer basis on exercise of optior Fiscal 2011 Rs. 95.6%
calculatedimccordance with Account {Fiscal 2010 Rs. 91.46
Per Sharebd Fiscal 2009 Rs. 57.4%
Fiscal 2008 Rs. 28.4%7
Fiscal 2007 Rs. 14.58

Difference between employee compensation cost usingnttiesic | Nil
value method and the employee compensation cost that shall

59



Particulars Details
been recogzid if our Company has used fair value of options
impact of this difference on profits and EPS of our Company

Weightedaverage exercise prices and weighiwediage fair valueg Weighted average exercise pri
of options shall be disclosed separately for options whose exq - Rs.31.69.

price either equals or exceeds or is less than the market price
stock Weighted average fair value
Rs. 79.00 & on Noember 30,
2006.

Description of the method and significant assumptions used d| Our company adopted earni
the year to estimate the fair values of options, including weigh capitalzation method to
average information, namely, riglee interest rate, expected liff estimate the fair value aftock
expected volatility, expected divwdds and the price of th options with following
underlying share in market at the time of grant of the option assumptions:

e Capitalzation rate- 18%

e Discounting rate 20

Vesting schedule From December 1, 2006 t
December 1, 2008

Lock-in One year from the date ¢
allotment

Impact on profits of the last three years Financial yea?011- Nil

Financial yea2010- Nil
Financial year 2009 - Rs.
4,591,29000

EPS reducedybRs. 0.5¢

Intention of the holders oEquity Sharesallotted on exercise g Nil
options to sell their shares within three months after the listin
Equity Shares pursuant to tixdfer

Intention to sell Equity Shares arising out of the exerciseptibns | None of our Diretors, key
granted under ESOP 2009 within three months after the listin managerial personnel  anc
equity shares by directors, senior managerial personnel | employees individually holg
employees amounting to more than 1% of the issued cg more than 1% of the issue
(excluding outstanding warrants an