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Issue Snapshot:
Issue Open: June 26 —June 28, 2018

Price Band: Rs. 965 — 967 (A discount of
Rs. 48 per share to the eligible Employee)

Issue Size: 20,221,730 Equity Shares
(Entirely Offer for sale including
Employee Reservation)

Offer Size: Rs.1951.40 crs — 1955.44 crs

QlB Upto 50% eq sh
Retail atleast 35% eq sh
Non Institutional atleast 15% eq sh
Employee Upto 100,000 eq sh

Face Value:Rs 1

Book value: Rs 209.69 (Mar 31, 2018)

Bid size: - 15 equity shares and in
multiples thereof

100% Book built Issue

Capital Structure:
Pre Issue Equity:
Post issue Equity:

Rs. 13.48 cr
Rs. 13.48 cr

Listing: BSE & NSE

Book Running Lead Manager: Kotak
Mahindra Capital Company Ltd, Citigroup
Global Markets India Private Ltd, Credit
Suisse Securities (India) Private Ltd, IIFL
Holdings Ltd

Intime India

Registrar to issue: Link

Private Ltd

Shareholding Pattern

Pre *Post
Shareholding Pattern |issue % | issue %
Promoter and 86.30 | 85.00
Promoter Group
Public & Others 13.70 | 15.00
Total 100.0 | 100.0

Source for this Note: RHP
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Varroc Engineering Limited

Background & Operations:

Varroc Engineering Ltd (VEL) is a global tier-1 (tier-1 companies are companies that directly
supply to original equipment manufacturers ("OEMSs")) automotive component group. It
designs, manufacture and supply exterior lighting systems, plastic and polymer components,
electricals-electronics components, and precision metallic components to passenger car,
commercial vehicle, two-wheeler, three-wheeler and off highway vehicle ("OHV") OEMs
directly worldwide. It is the second largest Indian auto component group (by consolidated
revenue for FY2017) (Source: CRISIL Research) and a leading tier-1 manufacturer and supplier
to Indian two-wheeler and three-wheeler OEMs (by consolidated revenue for FY2017) and
sixth-largest global exterior automotive lighting manufacturer and one of the top three
independent exterior lighting players (by market share in 2016). From FY2016 to FY2018 VEL
had a compound annual growth rate ("CAGR") of 12.37% in terms of revenue.

VEL initially grew organically in India by adding new business lines, such as its electrical division
and metallic division. Subsequently, it diversified its product offerings and expanded
production capacity through various investments, joint ventures and acquisitions. It has end-to-
end capabilities across design, R&D, engineering, testing, manufacturing and supply of various
products across business. It has two primary business lines, namely (i) the design, manufacture
and supply of exterior lighting systems to passenger cars OEMs worldwide its "Global Lighting
Business"), which it undertake through its subsidiaries forming part of the VLS group and (ii)
the design, manufacture and supply of a wide range of auto components in India (its "India
Business"), primarily to two-wheeler and three-wheeler OEMs, including exports. Its India
Business offers a diversified set of products across three product lines, namely
polymers/plastics, electrical/electronics and metallic components. In addition, VEL have other
smaller businesses, which include the design, manufacture and supply of two-wheeler lighting
to global OEMs, and under carriage forged machine components for OHVs and drill bits for the
oil and gas sector

VEL has a global footprint of 36 manufacturing facilities spread across seven countries, with six
facilities for its Global Lighting Business, 25 for India Business and five for its Other Businesses.
Given global presence, VEL's revenue stream is diversified both geographically as well as across
customers. For Global Lighting Business, its manufacturing facilities are located in Mexico, the
Czech Republic, China (through its China JV) and India, allowing to serve the North American,
European, Chinese and Indian markets, respectively. Within India Business, VEL has 25
manufacturing facilities and five R&D centers spread across India. Its Indian manufacturing and
distribution footprint is strategically located across key Indian automotive hubs, allowing it to
be close to its customers and helping to ensure cost efficiency. It has a long-standing
relationship with Bajaj Auto Ltd ("Bajaj"), a leading two-wheeler manufacturer, which has been
its customer for the past 28 years and to whom it has been providing components across its
product lines. Its other key two wheeler customers in India include Honda, Royal Enfield,
Yamaha, Suzuki and Hero. It also export to global two-wheeler manufacturers from its facilities
in India, namely KTM and Volvo.

Objects of Issue:

The objects of the Offer are to achieve the benefits of listing the Equity Shares on the Stock
Exchanges and to carry out the Offer for Sale by Selling Shareholders. Further, VEL expects that
listing of the Equity Shares will enhance its visibility and brand image and provide liquidity to its
Shareholders. The listing will also provide a public market for the Equity Shares in India. VEL will
not receive any proceeds from the Offer and all the proceeds will be received by the Selling
Shareholders, in proportion to the Equity Shares offered by the respective Selling Shareholders
as part of the Offer.
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Competitive Strengths

e  Strong competitive position in attractive growing markets

e  Strong, long-standing customer relationships

e  Comprehensive product portfolio.

e  Low cost, strategically located manufacturing and design footprint.

e  Robust in-house technology, innovation and R&D capabilities.

e  Consistent track record of growth and operational and financial efficiency.

Business Strategy:

e  Focus on high growth markets for Global Lighting Business.

e  Focus on increasing customer revenue for India Business.

e Continue to invest in R&D, design, engineering and software capabilities in order to capitalize on future Trends.
e  Pursue strategic joint ventures and inorganic growth opportunities.

e  Focus on operational efficiency.

Key Concerns

e  Pricing pressures that may adversely affect the margins

e Dependence on key customers

e  Exposure to counterparty credit risk

e Dependence on the performance of the global passenger vehicle market and the two wheeler and three wheeler markets in India

e  Failure to identify and understand evolving industry trends and preferences

e  Failure to develop new products to meet customers' demands

e Environmental and safety regulations that may adversely affect VEL's business

e Failure in implementing strategies, such as expanding VEL's business in China, South America, Southern Europe and Northern Africa, and
East Asia or capitalizing on technological trends in the automotive industry;

e  Strategic investments and alliances, acquisitions and mergers in the future, which may be difficult to integrate and manage

e Inability to obtain additional financing to meet capital expenditure and working capital requirements

e  Failure to sustain or manage growth

e  Failure to compete effectively in the highly competitive automotive components industry

e  Risks associated with international operations

e Dependence on third parties for the supply of raw materials and delivery of products and such providers could fail to meet their
obligations

e Dependence on third parties for the supply of raw materials and delivery of products; and

e |Inability to protect its patents.
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HDFC securities Limited, | Think Techno Campus, Building - B, "Alpha", Office Floor 8, Near Kanjurmarg Station, Opp. Crompton Greaves, Kanjurmarg (East),
Mumbai 400 042 Phone: (022) 3075 3400 Fax: (022) 2496 5066 Compliance Officer: Binkle R. Oza Email: complianceofficer@hdfcsec.com Phone: (022) 3045 3600

HDFC Securities Limited (HSL) is a SEBI Registered Research Analyst having registration no. INHO00002475.

Disclaimer:

This report has been prepared by HDFC Securities Ltd and is meant for sole use by the recipient and not for circulation. HDFC Securities Limited is a syndicate
member to the issue. The information and opinions contained herein have been compiled or arrived at, based upon information obtained in good faith from
sources believed to be reliable. Such information has not been independently verified and no guaranty, representation of warranty, express or implied, is made as
to its accuracy, completeness or correctness. All such information and opinions are subject to change without notice. This document is for information purposes
only. Descriptions of any company or companies or their securities mentioned herein are not intended to be complete and this document is not, and should not be
construed as an offer or solicitation of an offer, to buy or sell any securities or other financial instruments.

This report is not directed to, or intended for display, downloading, printing, reproducing or for distribution to or use by, any person or entity who is a citizen or
resident or located in any locality, state, country or other jurisdiction where such distribution, publication, reproduction, availability or use would be contrary to
law or regulation or what would subject HSL or its affiliates to any registration or licensing requirement within such jurisdiction.

If this report is inadvertently send or has reached any individual in such country, especially, USA, the same may be ignored and brought to the attention of the
sender. This document may not be reproduced, distributed or published for any purposes without prior written approval of HSL.

Foreign currencies denominated securities, wherever mentioned, are subject to exchange rate fluctuations, which could have an adverse effect on their value or
price, or the income derived from them. In addition, investors in securities such as ADRs, the values of which are influenced by foreign currencies effectively
assume currency risk.

It should not be considered to be taken as an offer to sell or a solicitation to buy any security. HSL may from time to time solicit from, or perform broking, or other
services for, any company mentioned in this mail and/or its attachments.

HSL and its affiliated company(ies), their directors and employees may; (a) from time to time, have a long or short position in, and buy or sell the securities of the
company(ies) mentioned herein or (b) be engaged in any other transaction involving such securities and earn brokerage or other compensation or act as a market
maker in the financial instruments of the company(ies) discussed herein or act as an advisor or lender/borrower to such company(ies) or may have any other
potential conflict of interests with respect to any recommendation and other related information and opinions.

HSL, its directors, analysts or employees do not take any responsibility, financial or otherwise, of the losses or the damages sustained due to the investments made
or any action taken on basis of this report, including but not restricted to, fluctuation in the prices of shares and bonds, changes in the currency rates, diminution in
the NAVs, reduction in the dividend or income, etc.

HSL and other group companies, its directors, associates, employees may have various positions in any of the stocks, securities and financial instruments dealt in
the report, or may make sell or purchase or other deals in these securities from time to time or may deal in other securities of the companies / organizations
described in this report.

HSL or its associates might have managed or co-managed public offering of securities for the subject company or might have been mandated by the subject
company for any other assignment in the past twelve months.

HSL or its associates might have received any compensation from the companies mentioned in the report during the period preceding twelve months from t date
of this report for services in respect of managing or co-managing public offerings, corporate finance, investment banking or merchant banking, brokerage services
or other advisory service in a merger or specific transaction in the normal course of business.

HSL or its analysts did not receive any compensation or other benefits from the companies mentioned in the report or third party in connection with preparation of
the research report. Accordingly, neither HSL nor Research Analysts have any material conflict of interest at the time of publication of this report. Compensation of
our Research Analysts is not based on any specific merchant banking, investment banking or brokerage service transactions. HSL may have issued other reports
that are inconsistent with and reach different conclusion from the information presented in this report.

Research entity has not been engaged in market making activity for the subject company. Research analyst has not served as an officer, director or employee of
the subject company. We have not received any compensation/benefits from the subject company or third party in connection with the Research Report.

This report is intended for non-Institutional Clients only. The views and opinions expressed in this report may at times be contrary to or not in consonance with
those of Institutional Research or PCG Research teams of HDFC Securities Ltd. and/or may have different time horizons.

HDFC Securities Limited, SEBI Reg. No.: NSE-INB/F/E 231109431, BSE-INB/F 011109437, AMFI Reg. No. ARN: 13549, PFRDA Reg. No. POP: 04102015, IRDA
Corporate Agent License No.: HDF 2806925/HDF C000222657, SEBI Research Analyst Reg. No.: INH000002475, CIN - U67120MH2000PLC152193.
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