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General Terms

DEFINITIONS AND ABBREVIATIONS

Term

Description

“GGL” or “the Company”
or the “Issuer” or
“Gitanjali Gems Limited”

Gitanjali Gems Limted, a public limited company incorporated under the
Companies Act.

“we” or “us” or “our”’

Unless the context otherwise requires, Gitanjali Gems Limited and its
Subsidiaries, Joint Ventures and Associate Companies, on a consolidated
basis as described in this Prospectus.

Associate Companies

Brightest Circle Jewellery Private Limited and Gili India Limited
(Formerly Gitanjali Jewels Limited).

Joint Venture

D’Damas Jewellery (India) Private Limited.

Subsidiaries

CRIA Jewellery Private Limited, Fantasy Diamond Cuts Private Limited,
Gitanjali Exports Corporation Limited, Hyderabad Gems SEZ Limited
and Mehul Impex Limited.

Issue Related Terms

Term Description

Allotment Unless the context otherwise requires, the allotment of Equity Shares
pursuant to the Issue.

Allottee The successful Bidder to whom Equity Shares are/ have been allotted.

Articles/Articles of Articles of Association of the Company.

Association

Auditors Ford, Rhodes, Parks & Co.

Banker(s) to the Issue

ICICI Bank Limited, The Hongkong and Shangai Banking Corporation
Limited

Bid

An indication to make an Issue during the Bidding/Issue Period by a
prospective investor to subscribe to the Company’s Equity Shares at a
price within the Price Band, including all revisions and modifications
thereto.

Bid Amount

The highest value of the optional Bids indicated in the Bid cum
Application Form and payable by the Bidder on submission of the Bid in
the Issue.

Bid/Issue Closing Date

The date after which the Syndicate will not accept any Bids for the Issue,
which shall be notified in a widely circulated English national newspaper
and Hindi national newspaper.

Bid cum Application Form

The form in terms of which the Bidder shall make an Issue to subscribe
to/purchase the Equity Shares and which will be considered as the
application for issue of the Equity Shares pursuant to the terms of this
Prospectus.

Bidder Any prospective investor who makes a Bid pursuant to the terms of this
Prospectus and the Bid cum Application Form.

Bidding/Issue Period The period between the Bid/Issue Opening Date and the Bid/Issue
Closing Date inclusive of both days and during which prospective
Bidders can submit their Bids.

Bid/Issue Opening Date The date on which the Syndicate Members shall start accepting Bids for

the Issue, which shall be the date notified in a widely circulated English
national newspaper and Hindi national newspaper.

Board of Directors/ Board

The board of directors of the Company or a committee constituted
thereof.

Book Building Process The book building process as provided in Chapter XI of the SEBI
Guidelines, in terms of which the Issue is being made.

BRLMs/ Book Running Book Running Lead Managers to the Issue, in this case being ICICI

Lead Managers Securities Limited and Keynote Corporate Services Limited.




Term

Description

CAN/ Confirmation of
Allocation Note

The note or advice or intimation of allocation of Equity Shares sent to the
Bidders who have been allocated Equity Shares after discovery of the
Issue Price in accordance with the Book Building Process.

Cap Price

The higher end of the Price Band, above which the Issue Price will not be
finalized and above which no Bids will be accepted.

Companies Act

The Companies Act, 1956, as amended.

Cut-off Price

Any price within the Price Band finalized by the Company in consultation
with the BRLMs. A Bid submitted at Cut-off Price is a valid Bid at all
price levels within the Price Band.

Depository

A depository registered with SEBI under the SEBI (Depositories and
Participants) Regulations, 1996, as amended.

Depositories Act

The Depositories Act, 1996, as amended.

Depository Participant

A depository participant as defined under the Depositories Act.

Designated Date

The date on which the Escrow Collection Banks transfer the funds from
the Escrow Account of the Company to the Issue Account, after the
Prospectus is filed with the RoC, following which the Board allots Equity
Shares to successful Bidders.

Designated Stock BSE.

Exchange

Director(s) The director(s) of GGL, unless otherwise specified.

Draft Red Herring The Draft Red Herring Prospectus issued in accordance with Section 60B

Prospectus of the Companies Act, which does not have complete particulars of the
price at which the Equity Shares are Issued and the size of the Issue.
Upon filing with the RoC at least three days before the Bid/Issue Opening
Date it will be termed as the Red Herring Prospectus. It will be termed the
Prospectus upon filing with RoC after the Pricing Date.

Eligible Employee Permanent employees and directors of the Company who are Indian
nationals and are based in India

Eligible NRI NRIs from such jurisdiction outside India where it is not unlawful to

make an Issue or invitation under the Issue and in relation to whom the
Prospectus constitutes an Issue to sell and an invitation to subscribe to the
Equity Shares Issued thereby.

Equity Shares

Equity shares of the Company of face value of Rs.10 each, unless
otherwise specified in the context thereof.

Escrow Account

An account opened with an Escrow Collection Bank(s) and in whose
favor the Bidder will issue cheques or drafts in respect of the Bid Amount
when submitting a Bid.

Escrow Agreement

Agreement to be entered into among the Company, the Registrar, the
Escrow Collection Bank(s), and the BRLMs and the Syndicate Members
for collection of the Bid Amounts and for remitting refunds, if any, of the
amounts collected, to the Bidders.

Escrow Collection Bank(s)

The banks, which are clearing members and registered with SEBI as
Bankers to the Issue at which the Escrow Account will be opened, in this
Issue comprising ICICI Bank Limited, The Hongkong and Shangai
Banking Corporation Limited.

Fiscal Period of twelve months ended March 31 of that particular year, unless
otherwise stated.
First Bidder The Bidder whose name appears first in the Bid cum Application Form or

Revision Form.

Floor Price

The lower end of the Price Band, below which the Issue Price will not be
finalized and below which no Bids will be accepted.

FVCIs Foreign Venture Capital Investors, as defined and registered with SEBI
under the SEBI (Foreign Venture Capital Investor) Regulations, 2000, as
amended.

GIR Number General Index Registry Number.

Indian National

As used in the context of the Employee Reservation Portion, a citizen of
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Term

Description

India as defined under the Indian Citizenship Act, 1955, as amended, who
is not an NRI.

Industrial Policy

The industrial policy and guidelines issued thereunder by the Ministry of
Industry, Government of India, from time to time.

Issue

Issue of 17,000,000 Equity Shares at the Issue Price by the Company.

Issue Price

Rs. 195 per Equity Share

Issue Account

Account opened with the Banker(s) to the Issue to receive monies from
the Escrow Account for the Issue on the Designated Date.

Margin Amount

The amount paid by the Bidder at the time of submission of the Bid,
which may be 10% or 100% of the Bid Amount, as applicable.

Memorandum/ The memorandum of association of the Company, as amended from time
Memorandum of to time.

Association

Mutual Funds Mutual funds registered with SEBI under the SEBI (Mutual Funds)

Regulations, 1996.

Non Institutional Bidders

All Bidders that are not Qualified Institutional Buyers or Retail Individual
Bidders and who have bid for an amount more than Rs.100,000.

Non Institutional Portion

The portion of the Issue being up to 4,212,500 Equity Shares available for
allocation to Non Institutional Bidders.

Non-Residents

All eligible Bidders, including Eligible NRIs, FlIs registered with SEBI
and FVCls registered with SEBI, who are not persons resident in India.

NRI/ Non-Resident Indian

A person resident outside India, as defined under FEMA and who is a
citizen of India or a person of Indian origin, each such term as defined
under the Foreign Exchange Management (Transfer or Issue of Security
by a Person Resident Outside India) Regulations, 2000, as amended.

OCB/ Overseas Corporate
Body

A company, partnership, society or other corporate body owned directly
or indirectly to the extent of at least 60% by NRIs including overseas
trusts, in which not less than 60% of beneficial interest is irrevocably held
by NRIs directly or indirectly as defined under Foreign Exchange
Management (Transfer or Issue of Security by a Person Resident Outside
India) Regulations, 2000, as amended. OCBs are not permitted to invest
in this Issue.

Pay-in Date

The Bid/Issue Closing Date or the last date specified in the CAN sent to
the Bidders, as applicable.

Pay-in Period

(1) With respect to Bidders whose Margin Amount is 100% of the Bid
Amount, the period commencing on the Bid/Issue Opening Date
and extending until the Bid Closing Date, and

(2) With respect to QIBs, the period commencing on the Bid/Issue
Opening Date and extending until the closure of the Pay-in Date, as
specified in the CAN.

Price Band

The price band with a minimum price (Floor Price) of Rs.170 per Equity
Share and the maximum price (Cap Price) of Rs.195 per Equity Share.

Pricing Date

February 24, 2006

Promoter

Mr. Mehul C. Choksi.

Prospectus

The prospectus, filed with the RoC after pricing containing, inter alia, the
Issue Price that is determined at the end of the Book Building Process, the
size of the Issue and certain other information.

Public Issue Account

Account opened with the Bankers to the Issue to receive money from the
Escrow Account for the Issue on the Designated Date.

Qualified Institutional
Buyers or QIBs

Public financial institutions as specified in Section 4A of the Companies
Act, FIIs, scheduled commercial banks, mutual funds registered with
SEBI, multilateral and bilateral development financial institutions,
venture capital funds registered with SEBI, foreign venture capital
investors registered with SEBI, state industrial development corporations,
insurance companies registered with the Insurance Regulatory and
Development Authority, provident funds with minimum corpus of Rs.250
million and pension funds with a minimum corpus of Rs.250 million.
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Term

Description

QIB Margin

An amount representing 10% of the Bid Amount that QIBs are required to
pay at the time of submitting their Bid.

QIB Portion

The portion of the Issue being up to 8,425,000 Equity Shares available for
allocation to QIBs.

Refund Account

Account opened with an Escrow Collection Bank from which refunds of
the whole or part of the Bid Amount, if any, shall be made.

Registrar /Registrar to the
Issue

Registrar to the Issue, in this case being Karvy Computershare Private
Limited.

Retail Individual Bidders

Bidders who have bid for Equity Shares of an amount less than or equal
to Rs.100,000.

Retail Portion

The portion of the Issue being up to 5,897,500 Equity Shares available for
allocation to Retail Individual Bidder(s).

Revision Form

The form used by the Bidders to modify the quantity of Equity Shares or
the Bid Price in any of their Bid cum Application Forms or any previous
Revision Form(s).

RHP or Red Herring The Red Herring Prospectus dated February 3, 2006 issued in accordance

Prospectus with Section 60B of the Companies Act, which does not have complete
particulars of the price at which the Equity Shares are Issued and the size
of the Issue. The Red Herring Prospectus filed with the RoC at least three
days before the Bid/Issue Opening Date will become a Prospectus upon
filing with the RoC after the Pricing Date.

RoC Registrar of Companies, Maharashtra, located at Mumbai.

SCRR The Securities Contracts (Regulation) Rules, 1957, as amended.

SEBI The Securities and Exchange Board of India constituted under the SEBI
Act.

SEBI Act Securities and Exchange Board of India Act, 1992, as amended.

SEBI Guidelines The SEBI (Disclosure and Investor Protection) Guidelines, 2000 issued
by SEBI on January 27, 2000, as amended, including instructions and
clarifications issued by SEBI from time to time.

SEBI MAPIN Regulations | The SEBI (Central Database of Market Participants) Regulations, 2003,
as amended from time to time.

Stock Exchanges BSE and NSE.

Syndicate or members of
the Syndicate

The BRLMs and the Syndicate Members.

Syndicate Agreement

The agreement to be entered into among the Company and the Syndicate,
in relation to the collection of Bids in this Issue.

Syndicate Members

ICICI Brokerage Services Limited and Keynote Capitals Limited.

TRS or Transaction
Registration Slip

The slip or document issued by any of the members of the Syndicate to a
Bidder as proof of registration of the Bid.

U.S. GAAP

Generally accepted accounting principles in the United States of America.

Underwriters

The BRLMs and the Syndicate Members.

Underwriting Agreement

The agreement among the Underwriters and the Company to be entered
into on or after the Pricing Date.

VCFs

Venture Capital Fund as defined and registered with SEBI under the SEBI
(Venture Capital Fund) Regulations, 1996, as amended from time to time.




Industry/Company Related Terms

Term Description

GJEPC Gem & Jewellery Export Promotion Council

SEEPZ Santacruz Electronic & Export Processing Zone

SEZ Special Economic Zone

DTC The Diamond Trading Company Limited

DTA Domestic Tariff Area

ITAT Income Tax Appelate Tribunal

CIT(A) Commissioner of Income Tax (Appeal)

DGFT Director General of Foreign Trade

MIDC Mabharashtra Industrial Development Corporation

Abbreviations

Abbreviation Full Form

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

BSE The Bombay Stock Exchange Limited.

CAGR Compound Annual Growth Rate.

CDSL Central Depository Services (India) Limited.

EEFC Exchange Earners Foreign Currency

EGM Extraordinary general meeting.

EOU Export Oriented Unit

EPS Earnings per share.

EPZ Export Processing Zone

EXIM Policy Export Import Policy of India

FCNR Account Foreign Currency Non-Resident Account.

FEMA The Foreign Exchange Management Act, 1999, as amended, and the
regulations framed thereunder.

FII Foreign Institutional Investor (as defined under the Securities and
Exchange Board of India (Foreign Institutional Investors) Regulations,
1995, as amended) registered with SEBI under applicable laws in India.

FIPB Foreign Investment Promotion Board.

FOB Free on board

FSI Floor Space Index

HUF Hindu Undivided Family.

IEC Importer Exporter Code

I-SEC ICICI Securities Limited.

LIBOR London Interbank Issued Rate.

NAV Net Asset Value.

NRE Account Non-Resident External Account.

NRO Account Non-Resident Ordinary Account.

NSDL National Securities Depository Limited.

NSE The National Stock Exchange of India Limited.

p-a. per annum.

P/E Ratio Price/Earnings Ratio.

PAN Permanent Account Number.

PAT Profit after Tax.

PBT Profit before Tax.

PLR Prime Lending Rate.

RBI The Reserve Bank of India.

RoNW Return on Net Worth.

SICA Sick Industrial Companies (Special Provisions) Act, 1985.

UIN Unique Identification Number.




PRESENTATION OF FINANCIAL AND MARKET DATA
Financial Data

Unless indicated otherwise, the financial data in this Prospectus is derived from the consolidated financial
statements as of and for the years ended March 31, 2001, 2002, 2003, 2004 and 2005 and the six months
ended September 30, 2005 prepared in accordance with Indian GAAP and the Companies Act, restated in
accordance with applicable SEBI Guidelines and included in this Prospectus. Unless indicated otherwise,
the operational data in this Prospectus is presented on a consolidated basis. In accordance with SEBI
requirements, we have also presented in this Prospectus unconsolidated financial statements of the
Company as of and for the years ended March 31, 2001, 2002, 2003, 2004 and 2005 and the six months
ended September 30, 2005, prepared in accordance with Indian GAAP and the Companies Act and restated
in accordance with applicable SEBI Guidelines.

The Company’s fiscal year commences on April 1 and ends on March 31, so all references to a particular
fiscal year are to the twelve-month period ended March 31 of that year. In this Prospectus, any
discrepancies in any table between the total and the sums of the amounts listed are due to rounding off.

There are significant differences between Indian GAAP and U.S. GAAP; accordingly, the degree to which
the Indian GAAP financial statements (consolidated or unconsolidated) included in this Prospectus will
provide meaningful information is entirely dependent on the reader’s level of familiarity with Indian
accounting practices, Indian GAAP, the Companies Act and SEBI Guidelines. Any reliance by persons not
familiar with Indian accounting practices, Indian GAAP, the Companies Act and SEBI Guidelines on the
financial disclosures presented in this Prospectus should accordingly be limited. The Company has not
attempted to quantify those differences or their impact on the financial data included herein, and the
Company urges you to consult your own advisors regarding such differences and their impact on our
financial data. For more information on these differences, see “Summary of Significant Differences
between Indian GAAP and U.S. GAAP”, which appears on page 211 of this Prospectus.

Currency of Presentation

All references to “Rupees” or “Rs.” or “INR” are to Indian Rupees, the official currency of the Republic of
India. All references to “U.S.$” or “U.S. Dollar(s)” are to United States Dollars, the official currency of the
United States of America, “JPY” Japanese Yen the official currency of Japan, “BHAT” official currency of
Thailand, “RENIMBI” official currency of Republic of China, “Dhirams” official currency of United
Arabic Emirates.

This Prospectus contains translations of certain U.S. Dollar, Japanese Yen, Thai Baht and other currency
amounts into Indian Rupees (and certain Indian Rupee amounts into U.S. Dollars) that have been presented
solely to comply with the requirements of Clause 6.9.7.1 of the SEBI Guidelines. These convenience
translations should not be construed as a representation that those Indian Rupee or U.S. Dollar or other
amounts could have been, or could be, converted into Indian Rupees, as the case may be, at any particular
rate, the rate stated below or at all.

Except as otherwise stated in this Prospectus, all translations from Rupees to U.S. Dollars and from U.S.
Dollars to Rupees contained in this Prospectus is as per the RBI Reference Rate on September 30, 2005,
which was Rs.43.99 per U.S.$1.00.

Market Data

Unless stated otherwise, industry data used throughout this Prospectus has been obtained from industry
publications. Industry publications generally state that the information 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. Although we believe industry data used in this
Prospectus is reliable, it has not been verified by any independent source.
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FORWARD-LOOKING STATEMENTS

This Prospectus contains certain “forward looking statements”. These forward looking statements can

9« 9 <

generally be identified by words or phrases such as “will”, “aim”, “will likely result”, “believe”, “expect”,
LYY LR TS LR YT RIS CE YT LR TS

“will continue”, “anticipate”, “estimate”, “intend”, “plan”, “contemplate”, “seek to”, “future”, “objective”,
“goal”, “project”, “should”, “will pursue” and similar expressions or variations of such expressions.

Similarly, statements that describe the Company’s objectives, strategies, plans or goals are also forward-
looking statements. All forward looking statements are subject to risks, uncertainties and assumptions about
us that could cause actual results to differ materially from those contemplated by the relevant forward-
looking statement.

Important factors that could cause actual results to differ materially from our expectations include, among
others:

General economic and business conditions in India;

A decrease in the availability and an increase in the price of diamonds and other materials;

The ability to successfully implement our expansion strategy and manage our expanded operations;
The ability to manage our growth and integrate our operations;

Increasing competition in the diamonds and jewellery manufacturing and retail businesses;

The ability to successfully expand our product offerings and integrate our existing product offerings;
Demand for our diamonds and jewellery products;

The ability to retain existing customers or encourage repeat purchases;

Consumer tastes and preferences for diamonds and fine jewellery;

Changes in the value of the Indian Rupee and other currency changes; and

Changes in the Indian and international interest rates.

For further discussion of factors that could cause our actual results to differ, see the sections “Risk Factors”,
“Business” and “Management’s Discussion of Financial Condition and Results of Operations” beginning on
pages viii, 71 and 218, respectively, of this Prospectus.

The Company and the BRLMs are obliged to update the Prospectus and, in accordance with SEBI
requirements, the Company and the BRLMs will ensure that investors in India are informed of material
developments until such time as the grant of listing and trading permission by the Stock Exchanges for the
Equity Shares allotted pursuant to the Issue.
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RISK FACTORS

An investment in the Equity Shares involves a high degree of risk. You should carefully consider all
information in this Prospectus, including the risks and uncertainties described below, before making an
investment in the Equity Shares. To obtain a complete understanding of the Company, you should read this
section in conjunction with the sections entitled “Business” and “Management’s Discussion and Analysis
of Financial Conditions and Results of Operations” beginning on pages 71 and 218 of this Prospectus as
well as other financial information contained in this Prospectus. If any of the following risks or any of the
other risks and uncertainties discussed in this Prospectus actually occur, our business, financial condition
and results of operations could suffer, the trading price of our Equity Shares could decline, and you may
lose all or part of your investment.

Internal Risk Factors
We have not provided for certain receivables in the books of accounts

The auditors in the Audit Report in page 191 have qualified the accounts in respect of an amount of Rs.
211.83 million outstanding since 2001. We did not provide for these debtors/receivables and the auditors
have drawn attention of non-provisioning, which has been duly explained in the notes to accounts. The
Company has now been advised to provide for the same in its profit and loss account for the year ending
March 2006 as per Generally Accepted Accounting Principles (GAAP) and Accounting Standards
prescribed by the Institute of Chartered Accountants of India (ICAI). Our financial condition and profits for
the year ending March 31, 2006 would as such be adversely affected to the extent of this provisioning.

A decrease in the availability or an increase in the price of diamonds may make it difficult for us to
procure enough diamonds at competitive prices to supply our customers.

The supply and price of rough (uncut and unpolished) diamonds in the global market have been and
continue to be significantly influenced by a small number of diamond mining firms, including The
Diamond Trading Company Limited (“DTC”), the rough diamond marketing arm of the De Beers group.
We currently source a significant percentage of our supply of rough diamonds through one of our Promoter
group companies, Digico Holdings Limited (“Digico”), which enjoys a “sightholder” status with the DTC.
In fiscal 2005 and the six months ended September 30, 2005, rough diamonds sourced from DTC
constituted approximately 25.00% and 20.00% of our total rough diamond procurement cost. As a result,
any decisions made to restrict the supply of rough diamonds by the DTC could substantially impair our
ability to procure diamonds at reasonable prices. We source our remaining rough diamond requirements
through secondary market purchases. The availability and price of diamonds may fluctuate depending on
the political situation in diamond-producing countries. Sustained interruption in the supply of rough
diamonds, an overabundance of supply or a substantial change in our relationship with the DTC and other
diamond mining and wholesale trading firms, including the loss of Digico’s sightholder status, could
adversely affect us. A failure to secure diamonds at reasonable commercial prices and in sufficient
quantities would lower our revenues and adversely impact our results of operations. In addition, increases
in the price of diamonds may adversely affect consumer demand, which could cause a decline in our sales.

There may be conflicts of interest between us and certain of our Promoter group companies.

The business and operations of certain of our Promoter group companies that belong to the Chetan Choksi
group of companies described on page 121 of this Prospectus are controlled by Mr. Chetan Choksi, brother
of our Promoter Mr. Mehul C. Choksi. Mr. Mehul C. Choksi does not exercise any control over the
business and operations of these companies. These Chetan Choksi group companies are also engaged in the
diamond and jewellery business, although their operations and markets have until now been outside India.
There can be no assurance that any of these Chetan Choksi group companies will not compete with us in the
Indian or international markets or that the business interests of these companies will not conflict with ours.

In addition, both our operations and the operations of the Chetan Choksi group companies are significantly
dependent on the rough diamonds procured from DTC through Digico as a sightholder with DTC. Our
Promoter Mr. Mehul C. Choksi does not have any direct control over the operations of Digico, although he
is a director of Digico. Both the Company and Diminco N.V. (“Diminco”) were sightholders with DTC
until 2002, when, pursuant to DTC initiatives for the consolidation of its allocation structure to sightholders
and to capitalize on potential operational benefits from a consolidated sightholder status, the sightholder
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status of the Company and Diminco were consolidated into Digico as the single sightholder for both our
operations as well as the operations of the Chetan Choksi group companies. However, operationally we
continue to place our rough diamond orders directly with DTC, and receive consignments directly from and
pay for such consignments directly to, DTC. As a result, any decrease in DTC allocation to Digico as the
consolidated sightholder may adversely affect the allocation of rough diamonds between our operations and
the operations of the Chetan Choksi group companies. The allocation of the DTC diamonds sourced
through Digico between our operations and the operations of the Chetan Choksi group companies varies
from period to period, depending on the requirements of the respective operations. In fiscal 2003, 2004 and
2005 and in the six months ended September 30, 2005, approximately 50.95%, 51.52%, 52.37% and
43.13%, respectively, of the total DTC rough diamonds sourced through the Digico sight was used in our
operations. There can be no assurance that the allocation of rough diamonds in such proportion will
continue in the future or that there will be no conflicts of interest in such allocation between us and the
Chetan Choksi group companies.

We have experienced negative cash flows in the past

We have experienced negative cash flows of Rs. 80.65 million, Rs. 9.70 million and Rs. 153.16 million in
FY 2001, FY 2004 and FY 2005, respectively. We make no assurance that we will not have negative cash
flows in the future that may have an adverse impact on our results of operations.

An inability to manage our growth and integrate our operations pursuant to our recent corporate
restructuring could disrupt our business and reduce our profitability.

We have experienced significant growth in recent years and expect our business to grow significantly
especially in view of our proposed expansion plans for retail operations. We expect this growth and the
expansion of our retail operations as well as the recent amalgamation of certain of our Promoter group
companies, Gemplus Jewellery India Limited (“Gemplus”), Prism Jewellery Private Limited (“Prism”) and
Giantti Jewels Private Limited (“Giantti”’) into the Company with effect from April 1, 2005, to place
significant demands on us. To effectively manage the integration of our operations pursuant to the recent
merger and our future expansion plans, we will need to further strengthen and integrate our existing
operational and financial systems and managerial controls and procedures, which include inventory
management, customer support, operational, financial and managerial controls, reporting procedures and
training, supervision, retention and management of our employees. In particular, continued expansion
increases the challenges involved in:

maintaining high levels of customer satisfaction;

recruiting, training and retaining sufficient skilled management and marketing personnel;

adhering to quality and process execution standards that meet customer expectations;

developing and preserving a uniform culture, values and work environment in our operations; and
developing and improving our internal administrative infrastructure, particularly our financial,
operational, communications and other internal systems.

An inability to manage our expanded operations or maintain and integrate our operations pursuant to our
recent corporate restructuring could adversely affect our business, financial condition and results of
operations.

Our business and future results of operations may be adversely affected if we are unable to implement
our expansion strategy or successfully manage our expanded retail operations.

As part of our growth strategy, we intend to set up additional diamond and jewellery manufacturing
facilities at Mumbai and at the proposed Gems and Jewellery Special Economic Zone in Hyderabad and
also continue to expand our retail operations. Our expansion plans are subject to various potential problems
and uncertainties, including changes in economic conditions, delays in completion, cost overruns, the
possibility of unanticipated future regulatory restrictions and diversion of management resources. There
can be no assurance that we will complete any or all of our proposed expansion plans. There can also be no
assurance that the proposed facilities will achieve the production levels that we expect or that we will be
able to achieve our targeted return on investment on these projects. We anticipate that we will incur capital
expenditure of approximately Rs.999.70 million for the development of our proposed diamond and
jewellery manufacturing facilities and for the proposed expansion of our retail operations.



In addition to the net proceeds of this Issue and our internally generated cash flow, we may need other
sources of financing to meet our capital expenditure and working capital requirements, which may include
entering into new debt facilities with lending institutions or raising additional debt in the capital markets. If
we decide to raise additional funds through the incurrence of debt, our interest obligations will increase, and
we may be subject to additional covenants, which could further limit our ability to access cash flows from
our operations. Such financings could cause our debt to equity ratio to increase or require us to create
charges or liens on our assets in favor of lenders. We cannot assure you that we will be able to secure
adequate financing in the future on acceptable terms, in time, or at all. Our failure to obtain sufficient
financing could result in the delay or abandonment of these projects. Our business and future results of
operations may be adversely affected if we are unable to implement our expansion strategy or successfully
manage our expanded retail operations.

Our proposed expansion plans for our retail operations may not be successful.

The growth of our retail operations, whether directly or through the operations of our subsidiaries, joint
ventures and associate companies, will continue to be dependent principally upon, the opening of new
stores and capitalizing on our existing marketing and distribution network, increased sales volume and
profitability from our existing and new stores, franchises and other distribution and selling arrangements.
The ability to operate our existing and new stores profitably is subject to various contingencies, many of
which are beyond our control. These contingencies include our ability to secure suitable locations for our
outlets on a timely basis and on satisfactory terms, our ability to hire, train and retain qualified personnel
and the successful integration of our new outlets with our existing marketing and distribution network.
There can be no assurance that suitable locations will be available for our proposed outlets or that our
proposed expanded retail operations will be successfully implemented or integrated with our existing
operations. There is no assurance that we will be able to achieve the targeted sales levels and profitability
margins for our newly opened stores and outlets or that we will be able to achieve our targeted return on
investment from our proposed retail operations. The costs associated with acquiring, assimilating and
opening new stores may adversely affect our profitability. In addition, an inability to continue our existing
arrangements with host stores such as shopping malls and department stores where we currently have
outlets could adversely affect our retail operations and our business. Furthermore, lease arrangements with
our host stores are typically medium term leases and there can be no assurance that such leases will
continue to be renewed, or, if renewed, will be on existing or comparable terms. Certain of these lease
arrangements also give our host stores termination rights based on certain performance and other factors.

Our business is dependent on a continuing relationship with our customers.

Our business is dependent on certain market segments, including wholesalers, distributors and retail
jewelers. Our top 10 customers provided 41.85% and 39.07% of our income from sales of products in
fiscal 2005 and the six months ended September 30, 2005, respectively. Furthermore, our customers
purchase our diamonds and diamond jewellery under specific purchase orders raised from time to time and
we do not have any long-term contracts with our customers, nor are our customers subject to any
contractual provisions or other restrictions that preclude them from purchasing products from our
competitors. Our business and results of operations will be adversely affected if we are unable to maintain
and or further develop a continuing relationship with our customers. The loss of a significant customer or a
number of significant customers may have a material adverse effect on our results of operations. The extent
of this material adverse effect on our results of operation is not disclosed as it cannot be quantified.

Our substantial indebtedness and the conditions and restrictions imposed by our financing agreements
could adversely affect our ability to conduct our business and operations.

As of September 30, 2005, we had total debt of approximately Rs.8,350 million. In addition, we may incur
additional indebtedness in the future. Our indebtedness could have several important consequences,
including but not limited to the following:

e aportion of our cash flow may be used towards repayment of our existing debt, which will reduce
the availability of our cash flow to fund working capital, capital expenditures, acquisitions and

other general corporate requirements;

e  our ability to obtain additional financing in the future at reasonable terms may be restricted;



e fluctuations in market interest rates may affect the cost of our borrowings, as most of our
indebtedness are at variable interest rates;

e there could be a material adverse effect on our business, financial condition and results of
operations if we are unable to service our indebtedness or otherwise comply with financial and
other covenants specified in the financing agreements; and

e we may be more vulnerable to economic downturns, may be limited in our ability to withstand
competitive pressures and may have reduced flexibility in responding to changing business,
regulatory and economic conditions.

Our financing arrangements are secured by a pari passu charge on our fixed assets and current assets which
include inventory and receivables. Many of our financing agreements also include conditions and
covenants that require us to obtain lender consents prior to carrying out certain activities and entering into
certain transactions. Failure to obtain these consents could have significant consequences on our business
and operations. Specifically, under certain circumstances, we require, and may be unable to obtain, lender
consents to incur additional debt, issue equity, change our capital structure, increase or modify our capital
expenditure plans, undertake any expansion, make any corporate investments or investment by way of share
capital or debentures, lend or advance funds, provide additional guarantees, change our management
structure, or merge with or acquire other companies, whether or not there is any failure by us to comply
with the other terms of such agreements. Under certain of these agreements, in an event of default, we are
also required to obtain the consent of the relevant lender to pay dividends and the relevant lender also has
the right to appoint a director on the Company’s Board. In addition, under certain of our financing
arrangements, our lenders are entitled to appoint nominee directors on our Board.

We believe that our relationships with our lenders are good, and we have in the past obtained consents from
them to undertake various actions and have informed them of our activities from time to time. Compliance
with the various terms is, however, subject to interpretation and we cannot assure you that we have
requested or received all consents from our lenders that are required by our financing documents. As a
result, it is possible that a lender could assert that we have not complied with all terms under our existing
financing documents. Any failure to comply with the requirement to obtain a consent, or other condition or
covenant under our financing agreements that is not waived by our lenders or is not otherwise cured by us,
may lead to a termination of our credit facilities, acceleration of all amounts due under such facilities and
trigger cross default provisions under certain of our other financing agreements, and may adversely affect
our ability to conduct our business and operations or implement our business plans.

Restrictions imposed by our shareholders’ agreements could adversely affect our ability to conduct our
business and operations.

The Company is party to a shareholders agreement dated April 23, 2005 relating to the shareholding in
Brightest Circle Jewellery Private Limited (“Brightest circle”). According to this agreement, the Company,
if it is desirous of selling its equity in Brightest Circle, shall offer the shares held by it to Unidesign and/or
Kirtilal in the first instance in equal proportion. Unidesign and/or Kirtilal may either accept the offer or
name another entity to accept the offer. However, such other entity must be a DTC Sightholder and the
transfer of shares shall be with the prior consent of the DTC. If Unidesign and/or Kirtilal decline to accept
the offer and fail to nominate another entity in the manner aforementioned, the Company shall be entitled to
offer its equity to any third party with the prior approval of the DTC. Furthermore, the subscription
agreement provides that if the Company or other shareholders cease to be DTC sightholders, they can only
continue to remain shareholders of Brightest Circle with the approval of DTC. This shareholders agreement
may be terminated, inter alia, when the license given by DTC to use or market the products under the name
‘Nakshatra’ is withdrawn. The Company is also a party to a shareholders’ agreement dated July 14, 2004
relating to the shareholding in D’Damas Jewellery (India) Private Limited (“D’Damas”). The agreement
provides that the shareholding of the Company and Damas in the issued, subscribed and paid up capital
shall at all times be in the ratio 1:1 respectively and that neither party to the agreement can transfer their
shares without first making an offer to the other. The agreement shall cease to be in effect where the
D’Damas is wound up or if either the Company or Damas holds less than 25% of the shareholding in the
joint venture undertaking.
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There are various regulatory and other procedures that are required to be completed with respect to the
recent amalgamation of certain of our group companies with the Company.

Pursuant to the scheme of amalgamation sanctioned by the High Court of Judicature at Bombay by its order
dated September 30, 2005, three of our group companies, Gemplus Jewellery India Limited, Prism
Jewellery Private Limited and Giantti Jewels Private Limited were merged into the Company with effect
from April 1, 2005. The order of the High Court of Judicature at Bombay dated September 30, 2005
sanctioning the scheme of amalgamation was filed with the Registrar of Companies, Maharashtra, on
November 7, 2005. Pursuant to such order, an aggregate of 9,988,495 Equity Shares of the Company were
issued to the existing shareholders of Gemplus, Prism and Giantti on October 14, 2005 and all rights, duties
and obligations of Gemplus, Prism and Giantti stood transferred to the Company with effect from April 1,
2005. There are, however, various regulatory and other procedures that are required to be completed with
respect to such scheme of amalgamation and the transfer of the assets, properties, regulatory approvals and
licenses, employees and employee benefit schemes and contractual arrangements of Gemplus, Prism and
Giantti to the Company pursuant to such scheme of amalgamation. There can be no assurance that we will
complete any or all of such procedures and proceedings prior to the completion of this Issue.

Certain of our properties have not been executed in our favour, failure to ensure execution may
adversely affect our results of operations.

One of our subsidiaries, Hyderabad Gems SEZ Limited, has been allotted land for which down payment has
already been paid as part of the consideration. The remaining consideration for this property is scheduled to
be paid in a phased manner. However, the property has yet to be executed in favour of Hyderabad Gems
SEZ Limited. We also have facilities situated in certain properties in SEEPZ, Andheri, which were allotted
to the erstwhile Gemplus Jewellery India Limited prior to being merged with the Company, pursuant to an
agreement to lease. However, while we have been authorized to use the properties no lease agreement has
been executed in favour of the Company.

We have high working capital requirements. If we experience insufficient cash flows to meet required
payments on our debt and working capital requirements, there may be an adverse effect on our results of
operations.

Our business requires a significant amount of working capital. In many cases, significant amounts of our
working capital are required to finance the purchase of raw materials in the form of rough diamonds and
gold and for maintaining our distribution and retail outlets. Moreover, we may need to incur additional
indebtedness in the future to satisfy our working capital needs. Our working capital requirements are also
affected by the significant credit lines that we typically extend to our customers in line with industry
practice. All of these factors have resulted, or may result, in increases in the amount of our receivables and
short-term borrowings. There can be no assurance that we will continue to be successful in arranging
adequate working capital for our existing or expanded operations, which may adversely affect our financial
condition and results of operations.

We may not succeed in continuing to establish our brands and branded products, which would prevent
us from acquiring additional customers and increasing our sales.

A significant component of our business strategy is the continued establishment and promotion of our
existing brands. In addition, while we are the owners of most of the brands under which we sell our
branded jewellery lines, we also sell our jewellery products under the Nakshatra and Asmi brands that are
currently owned by DTC. There can be no assurance that we will be permitted to continue to sell our
jewellery products under these or any other brands owned by DTC. Due to the competitive nature of the
diamonds and fine jewellery industry, if we do not continue to sustain and further develop our brand equity
and branded product lines, we may fail to build the critical mass of customers required to substantially
increase our sales. Promoting and positioning our brands will depend largely on the success of our
marketing and merchandising efforts and our ability to provide a consistent, high quality customer
experience. To promote our brands and branded products, we have incurred and will continue to incur
substantial expense related to advertising and other marketing efforts as well as in relation to our
distribution channels and retail outlets. Our failure to provide our customers with high quality products and
experiences for any reason could substantially harm our reputation. The failure of our brand promotion
activities could adversely affect our ability to attract new customers and maintain customer relationships,
and, as a result, substantially harm our business and results of operations.
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We face significant competition in our business from Indian and international diamond and jewellery
manufacturing and retailing companies.

We sell our diamonds and jewellery products in highly competitive markets, and competition in these
markets is based primarily on the quality, design, availability and pricing of such products. To remain
competitive in our markets, we must continuously strive to reduce our procurement, production and
distribution costs and improve our operating efficiencies. If we fail to do so, other producers of diamonds
and jewellery may be able to sell their products at prices lower than our prices, which would have an
adverse affect on our market share and results of operations.

We compete with various diamond and jewellery manufacturing companies including companies that are
sightholders with DTC. Current and potential competitors include independent jewellery stores, retail
jewellery store chains, online retailers that sell jewellery, department stores, chain stores and mass retailers,
and discounters and wholesale diamond traders that may enter the retail markets in the future. Because of
the continued focus on branding and retail sales under DTC’s Supplier of Choice program and the higher
margins associated with branded jewellery sales as compared to the sale of processed diamonds, other DTC
sightholders may enter the business of retailing of branded jewellery. In addition, any deregulation in
restrictions on foreign ownership in the retail sector by the Government of India could bring new
competition to the Indian market. Some of our current and potential competitors have advantages over us,
including longer operating histories, greater brand recognition, existing customer relationships, and
significantly greater financial, marketing and other resources, all of which could have a material adverse
effect on our results of operations and financial condition. They may also benefit from greater economies
of scale and operating efficiencies. There can be no assurance that we can continue to effectively compete
with such competitors in the future, and failure to compete effectively may have a material adverse effect
on our business, financial condition and results of operations. The extent of this material adverse effect on
our business, financial condition and results of operation is not disclosed as it cannot be quantified.

The success of our business may depend on our ability to successfully expand our product offerings and
integrate our existing product offerings.

Our ability to significantly increase our sales and maintain and increase our profitability may depend on our
ability to successfully expand our product lines beyond our current offerings as well as to successfully
integrate existing product lines from our subsidiaries, joint ventures and associate companies. If we offer a
new product category that is not accepted by consumers or fail to successfully integrate product offerings
from our subsidiaries, joint ventures and associate companies, our brand equity and reputation could be
adversely affected, our sales may fall short of expectations and we may incur substantial expenses that are
not offset by increased net sales.

If our manufacturing facilities are interrupted for any significant period of time, our business and
results of operations would be adversely affected.

Our success depends on our ability to successfully manufacture and deliver our products to meet our
customer demand. Our diamond cutting and polishing facilities and our jewellery manufacturing facilities
are susceptible to damage or interruption from human error, fire, flood, power loss, terrorist attacks, acts of
war, break-ins, earthquake and similar events. Any interruptions in our manufacturing operations for any
significant period of time could damage our reputation and brand and adversely affect our business and
results of operations.

If we are unable to accurately manage our inventory of fine jewellery, our reputation and results of
operations could suffer.

Substantially all of the fine jewellery we sell is from our physical inventory. Changes in consumer tastes
for these products subject us to significant inventory risks. The demand for specific products can change
between the time we manufacture an item and the date it is shipped to our retail outlets. If we under-stock
one or more of our products, we may not be able to obtain additional units in a timely manner, which could
adversely affect our reputation, business and results of operations. In addition, if demand for our products
increases over time, we may be forced to increase inventory levels. If one or more of our products does not
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achieve widespread consumer acceptance, we may be required to take significant inventory markdowns, or
may not be able to sell the product at all, which would substantially harm our results of operations.

Our results of operations could be adversely affected by strikes, work stoppages or increased wage
demands by our employees or our inability to attract and retain skilled personnel.

As of September 30, 2005, we had more than 2,300 employees including contract employees, of which
more than 1,800 employees were employed at our manufacturing facilities and more than 250 employees
were employed in our retail operations. Currently, the Company’s employees are not represented by any
labor unions. While we consider our current labor relations to be good, there can be no assurance that we
will not experience future disruptions to our operations due to disputes or other problems with our work
force, which may adversely affect our business and results of operations.

We typically enter into contracts with independent contractors for our contract employees. All contract
employees engaged at our manufacturing facilities and retail operations are assured minimum wages that
are fixed by the respective state governments. Any upward revision of wages required by such state
governments to be paid to such contract employees, or offer of permanent employment or the unavailability
of the required number of contract employees, may adversely affect our business and results of operations.

Our ability to meet future business challenges depends on our ability to attract and recruit skilled personnel
for our diamond cutting and polishing operations and for our retail marketing efforts, and we face strong
competition to recruit and retain skilled and professionally qualified staff, especially for our retail
operations. The loss of key personnel or any inability to manage the attrition levels in different employee
categories may materially and adversely impact our business, our ability to grow and our control over
various business functions. The extent of this material adverse effect on our business, financial condition
and results of operation is not disclosed as it cannot be quantified.

We may undertake strategic acquisitions or investments, which may prove to be difficult to integrate and
manage or may not be successful.

In the future, we may consider making strategic acquisitions of other diamond or jewellery manufacturing
companies whose resources, capabilities, brand equity and strategies are complementary to and are likely to
enhance our business operations. It is possible that we may not identify suitable acquisition or investment
candidates, or that if we do identify suitable candidates, we may not complete those transactions on terms
commercially acceptable to us or at all. The inability to identify suitable acquisition targets or investments
or the inability to complete such transactions may adversely affect our competitiveness or our growth
prospects.

In addition, our ability to complete acquisitions will depend on the availability of both suitable target
businesses and acceptable financing. Any future acquisitions may result in a potentially dilutive issuance of
additional equity securities, the incurrence of additional debt or increased working capital requirements.
Any such acquisition may also result in earnings dilution, the amortization of goodwill and other intangible
assets or other charges to operations, any of which could have a material adverse effect on our business,
financial condition or results of operations. Such acquisitions could involve numerous additional risks,
including, without limitation, difficulties in the assimilation of the operations, products, services and
personnel of any acquired company and could disrupt our ongoing business, distract our management and
employees and increase our expenses. There can be no assurance that we will be able to achieve the
strategic purpose of such acquisition or operational integration or our targeted return on investment. The
extent of this material adverse effect on our business, financial condition and results of operation is not
disclosed as it cannot be quantified.

If we are not able to renew or maintain our statutory and regulatory permits and approvals required to
operate our business, it may have a material adverse effect on our business.

We require certain statutory and regulatory permits and approvals to operate our business. In the future, we
will be required to renew such permits and approvals and obtain new permits and approvals for any
proposed operations. While we believe that we will be able to renew or obtain such permits and approvals
as and when required, there can be no assurance that the relevant authorities will issue any of such permits
or approvals in the time-frame anticipated by us or at all. For example, letter of permission from SEZ
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authority. Failure by us to renew, maintain or obtain the required permits or approvals may result in the
interruption of our operations and may have a material adverse effect on our business, financial condition
and results of operations. The extent of this material adverse effect on our business, financial condition and
results of operation is not disclosed as it cannot be quantified. For further information, please refer to the
section “Government and Other Approvals” on page 241 of this Prospectus.

The loss of the services of our Chairman or other key management personnel could adversely affect our
business.

Our success depends in part on the continued services of our Chairman, Mr. Mehul C. Choksi and other key
members of senior management. Our future success is also dependent upon our ability to attract and retain
qualified senior and mid-level managers for our management team. If we lose the services of key senior
management personnel, it may be difficult to find replacement personnel in a timely manner. Mr. Mehul C.
Choksi, in particular, is closely involved in the overall strategy, direction and management of our business.
The loss of the services of Mr. Mehul C. Choksi or any other members of senior management could impair
our ability to implement our strategy and may have an adverse effect on our business and results of
operations. In addition, if any of these key executives or employees joins a competitor, we could incur
additional expenses to recruit and train personnel. Our inability to retain and attract qualified personnel in
the future, or delays in hiring additional personnel, could make it difficult to meet key objectives, such as
current and future expansion of our business.

Members of our Promoter and Promoter Group will continue to retain majority control in the Company
after the Issue, which will enable them to influence the outcome of matters submitted to shareholders for
approval. We may continue to enter into transactions with related parties.

Upon completion of the Issue, members of the Promoter and Promoter group will beneficially own
approximately 65.00% of the Company’s post-Issue equity share capital. As a result, the Promoter and
Promoter Group will have the ability to control our business including matters relating to any sale of all or
substantially all of our assets, the timing and distribution of dividends and the election or termination of
appointment of our officers and directors. This control could delay, defer or prevent a change in control of
the Company, impede a merger, consolidation, takeover or other business combination involving the
Company, or discourage a potential acquirer from making a tender offer or otherwise attempting to obtain
control of the Company even if it is in the Company’s best interest. In addition, for so long as the Promoter
and the Promoter Group continues to exercise significant control over the Company, they may influence the
material policies of the Company in a manner that could conflict with the interests of our other
shareholders. The Promoter and Promoter Group may have interests that are adverse to the interests of our
other shareholders and may take positions with which we or our other shareholders do not agree.

Certain transactions take place between the Company and other Promoter Group companies, on an arm’s
length basis, during the ordinary course of our business activities. During fiscal 2005, the Company
purchased goods and services of an aggregate value of Rs.611.58 million from other Promoter group
companies. In addition, as of March 31, 2005, Rs.352.22 million was due to the Company from certain
Promoter group companies shown under sundry debtors and the Company owed approximately Rs.24.23
million to other Promoter group companies shown under sundry creditors. The Company also has
investments in other Promoter group companies amounting to Rs.30.65 million. We cannot be sure that the
Company will be able to collect any amounts due to the Company from other members of the Promoter
group on time or at all or that the Company may not be required to pay amounts due from it without
adequate notice or on demand. The Company may enter into additional transactions with its affiliates in the
future. There can be no assurance that the terms of such transactions with its affiliates will benefit the
Company.

There can be no assurance that the Company will pay dividends to its shareholders in the near future.

The Company has not paid any dividends in the last five fiscal years and there can be no assurance that
dividends will be paid in the near future. The declaration and payment of any dividends in the future will
be recommended by the Company’s Board of Directors, in its discretion, and will depend on a number of
factors, including Indian legal requirements, its earnings, cash generated from operations, capital
requirements and overall financial condition.
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Our insurance may not be adequate to protect us against all potential losses to which we may be subject.

We maintain insurance for standard fire and special perils policy and jewellers’ block insurance policy,
which provides insurance cover against loss or damage by fire, explosion, lightning, riot and strikes,
malicious damage, terrorism, burglary, theft, robbery and hold up risks, which we believe is in accordance
with customary industry practices. Our policies also insure against loss or damage suffered during transit of
our stock and stock in trade except cash and currency notes under certain circumstances. However, the
amount of our insurance coverage may be less than the replacement cost of all covered property and may
not be sufficient to cover all financial losses that we may suffer should a risk materialize. Further, there are
many events that could significantly impact our operations, or expose us to third-party liabilities, for which
we may not be adequately insured. If we were to incur a significant liability for which we were not fully
insured, it could have a material adverse effect on our results of operations and financial position. The
extent of this material adverse effect on our business, financial condition and results of operation is not
disclosed as it cannot be quantified.

Failure to adequately protect our intellectual property could substantially harm our business and results
of operations.

We have registered or have applied for registration of 24 trademarks in India in connection with our
branded jewellery lines. Several of our trademarks are in the application stage and have not been formally
approved by the appropriate authorities. Certain of these trademarks and brand names are currently used by
us in connection with our jewellery business. For further information, see “Business — Our Branded
Jewellery; Intellectual Property” and “Government and Other Approvals” on pages 82 and 241 of this
Prospectus, respectively. Our results of operations may be adversely affected in the event that we do not
have continued access to the use of these brands. In addition, two of the significant brands that we sell our
jewellery products under, Nakshatra and Asmi, are owned by DTC and we currently sell our jewellery
products under these brands under permission from DTC. A Registered User Agreement has been entered
into between Damas Jewellery LLC, D’Damas and the Company. Damas LLC has granted to D’Damas a
non-exculsive, non-transferable, royalty-free license to use the mark Damas for a period of ten years in
India. There can be no assurance that we will be permitted to continue to sell our jewellery products under
these or any other brands.

The Company is involved in certain legal and regulatory proceedings that, if determined against the
Company, could have a material adverse impact on the Company.

The Company and its subsidiaries are party to various legal proceedings including suits which proceedings
are pending at different levels of adjudication before the appropriate forums and if determined against us,
could have a material adverse impact on our business, financial condition and results of operations.

A summary of the litigation involving the Company is given below:

e  We have filed a Special Civil Suit in the City Civil Court at Ahmedabad in respect of recovery of
Rs. 108.99 million in respect of goods supplied to Archana Exim Ltd., particulars of which are
detailed at page 235 of this Prospectus and which suit is pending.

e We have filed a Special Civil Suit in the City Civil Court at Ahmedabad in respect of recovery of
Rs. 13.19 million in respect of goods supplied to Mansing Amritlal Chokshi, particulars of which
are detailed at page 235 of this Prospectus.

e We have received a notice from the Trade Marks Registry in respect of our application made to it
for registration of our trade mark ‘Christy’, thereby intimating to us the date of hearing being
February 23, 2006. At the hearing held before the learned officer at the Trademark Registry on
February 23, 2006 for the trademark "Christy", the learned officer was pleased to order
advertisement of the mark before acceptance. Accordingly, the mark will now be advertised in the
Trademark Journal in due course.

There are certain legal proceedings against the Company’s Promoters, Directors and group companies

e  Mr. Mahesh Parikh has filed a Suit being Suit No. 3370 of 1990 in the Bombay High Court against
Vijay Deep Developments and others wherein one of our Directors has been impleaded as a party
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as being a member of Gokul Condominium and reliefs have been claimed against him. The
Written Statement of our director has been filed before the Court and the Suit is pending in the
Bombay High Court.

e An appeal has been filed by the Commissioner of Customs against Gemplus Jewellery India
Limited in the Supreme Court against the Order of the Customs, Excise and Gold Council
Appellate Tribunal in respect of setting aside the order of payment of customs duty by Gemplus
Jewellery India Limited. The Appeal is pending.

e  Mr. Nicholas Pereira has filed a complaint against Gitanjali Exports Corporation Limited before
the Labour Court pursuant to which Gitanjali Exports Corporation Limited has filed a Revisions
Application before the Industrial Court at Mumbai which is pending.

Details of all such litigation has been provided under the section ”Outstanding Litigation” set out on page
234 of this Prospectus.

The Company is involved in certain tax related disputes that, if determined against the Company, could
have a material adverse impact on the Company.

The Company is party to various legal proceedings, including recovery suits, customs duty cases, sales tax
cases and income tax proceedings. The income tax liability in dispute aggregates to approximately
Rs.30.03 million. These proceedings are pending at different levels of adjudication before various courts,
tribunals, enquiry officers, and appellate tribunals and if determined against us, could have a material
adverse impact on our business, financial condition and results of operations. For further details on these
proceedings, see the section “Outstanding Litigation” on page 234 of this Prospectus. The extent of this
material adverse effect on our business, financial condition and results of operation is not disclosed as it
cannot be quantified

There are certain legal proceedings against the Company’s Directors, Promoters and group companies.

The Company’s Directors, Promoters and group companies are parties to certain legal proceedings initiated
by or against such parties. These proceedings are pending at different levels of adjudication before various
courts, tribunals, enquiry officers, and appellate tribunals. For more information regarding legal
proceedings against the Directors, Promoters and group companies, see the section “Outstanding Litigation”
beginning on page 234 of this Prospectus.

We have certain contingent liabilities which may adversely affect our financial condition.

As on September 30, 2005, contingent liabilities not provided for aggregated to Rs.491.87 million. These
included liabilities on account of guarantees provided by us to banks and financial institutions of Rs.220.00
million, outstanding letters of credit of Rs.139.35 million, bills discounted with banks and financial
institutions (supported by export related letters of credit) of Rs.100.45 million and income tax liability of
Rs.32.07 million. In the event that any of these contingent liabilities materialize, our financial condition
may be adversely affected. For further information, please see note 3.2 of the consolidated financial
statements of the Company beginning on page 131 of this Prospectus.

Certain of the Company’s subsidiaries, joint ventures and associate companies and Promoter group
companies have incurred losses in recent periods.

Certain of the Company’s subsidiaries, joint ventures and associate companies and Promoter group
companies have incurred losses in recent periods. The table sets forth information relating to such losses in
the periods indicated:

Year ended March 31,
Subsidiaries, Joint Ventures and Associate Companies 2003 2004 2005
(Rupees in Millions)
Fantasy Diamond Cuts Private Limited (0.01) (0.03) (0.02)
CRIA Jewellery Private Limited (1.47) (2.47) (3.38)
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D’Damas Jewellery (India) Private Limited - 9.77) (72.91)

Brightest Circle Jewellery Private Limited - - (1.16)

Fantasy Diamond Cuts Pvt. Ltd., did not have any substantial business operation till September 30, 2005
and the losses are attributed to its fixed overheads. CRIA Jewellery Private Limited operates through a
jewellery boutique at Mumbai. CRIA Jewellery Private Limited incurred losses in the financial perioids
specified above due to significant fixed overhead costs although sales of its products are on the increase.
The losses in case of D’Damas Jewellery (India) Private Limited and Brightest Circle Jewellery Private
Limited are mainly on account of heavy advertisement expenditure incurred during the initial years of brand
promotion. Till date the company has spent an amount of approximately Rs,80.00 million towards
advertisement and brand promotion. Initally these expenses were amortised over a period of time but due
to change in accounting standards the company had to debit the entire amount spent to profit and loss
account.

Year ended March 31,
2003 2004 2005
Pr ter Group Comp
Rupees in Millions)

Audarya Investments Private Limited (0.53) (0.04) (1.03)
Gitanjali Gold and Precious Limited (0.26) - -
Gitanjali Realty Private Limited (0.01) (0.02) (0.02)
Maitreyi Impex Private Limited (0.24) (0.04)
Mozart Investments Private Limited - (0.54) -
Naviraj Estates Private Limited (0.51) (0.07) (0.08)
Prism Bullion Private Limited - (0.03) (0.05)
Rohan Mercantile Private Limited (0.03) (0.01)
Rohan Diamonds Private Limited (0.02) - (0.01)
Trans Expo Trade Private Limited (0.02) (0.04) (0.06)

The Promoter group companies specified above do not have any substantial operations and are primarily
investment companies with investments in other group companies. The losses incurred by these companies
are primarily on account of fixed expenses relating to its operations.

Year ended December 31,
In millions
Promoter Group Companies belonging to Chetan Choksi Group of 2002 2003 2004
Companies
D’Damas Japan KK - - (6.09) JPY
Qingdao Diminco Pacific (Manufacturing) Company Limited - (0.11) USD (0.40) USD
Qingdao Diminco Jinghua Company Limited (0.03) USD

D’Damas Japan KK is engaged in the manufacture, import and sales of branded jewellery. The losses
incurred by D’Damas Japan KK is primarily on account of advertisement expenditure and the fixed nature
of manufacturing overheads which are greater than the current sales volume.

Qingdao Diminco Pacific (Manufacturing) Company Limited and Qingdao Diminco Jinghua Company
Limited operate diamond cutting and polishing facilities. These companies commenced operations in the

recent past and are yet to become profitable.

For more information, please see “History and Certain Corporate Matters” and “Promoters and Promoters
Group” beginning on pages 90 and 109 of this Prospectus.

We have in the last 12 months issued Equity Shares at a price which could be lower than the Issue Price.

We have in the last 12 months made the following issuances of Equity Shares at a price which could be
lower than the Issue Price:

Date of allotment and

date on which fully Number of
paid up Equity Shares Issue price Consideration Reasons for allotment
October 14, 2005 99,88,495 10.00 Consideration other Issued and allotted for
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than cash consideration other than
cash to the shareholders
of Gemplus Jewellery
India Limited, Prism
Jewellery Private
Limited and Giantti
Jewels Private Limited
pursuant to the scheme
of amalgamation
sanctioned by the High
Court of Judicature at
Bombay by its order
dated September 30,
2005.

Out of the shares allotted on October 14, 2005 182,291 shares were allotted to the Promoter

We have not entered into any definitive agreements to utilize a substantial portion of the net proceeds of
the Issue.

We intend to use the net proceeds of the Issue, among others, for investment in certain of our Subsidiaries,
Joint Ventures and Associate Companies, for capital expenditure for expansion of our retail operations, for
setting up of additional diamond and jewellery manufacturing facilities and for future acquisitions. See
“Objects of the Issue” beginning on page 25 of this Prospectus. We have not entered into any definitive
agreements to utilize the net proceeds for such investments, and our capital expenditure plans are based on
management estimates and have not been appraised by any bank or financial institution or any other
independent organization. In addition, our capital expenditure plans are subject to a number of variables,
including possible cost overruns and changes in the management’s views of the desirability of current plans,
among others. There can also be no assurance that we will be able to identify acquisition targets in which
we wish or are able to invest. There can be no assurance that we will be able to conclude definitive
agreements for such investments in our Subsidiaries, Joint Ventures and Associate Companies, for the
expansion of our retail operations or for the establishment or expansion of our manufacturing facilities, on
terms anticipated by us or at all.

Our estimated fund requirement is based on our current business plan. However, we operate in a highly
competitive and dynamic industry and may have to revise our business plans from time to time on account
of new business ventures that we may pursue including consolidation initiatives. We may also need to alter
our capital outlay plans in order to accommodate newer and fast track business ventures or proposed
ventures which may be delayed due to external conditions. We intend to use a portion of the net proceeds of
the Issue for setting up new facilities. However, the proposed projects have not been appraised by any bank
or financial institution.

Pending utilization of the proceeds out of the Issue for the purposes described in this Prospectus, we intend
to temporarily invest the funds in high quality interest bearing liquid instruments including deposits with
banks or temporarily deploy the funds in working capital loan accounts. Such investments would be in
accordance with the investment policies approved by our Board from time to time.

A portion of the Issue Proceeds will be utilised for general corporate purposes including further
acquisitions.

We intend to use a portion of the Issue Proceeds for financing future acquisitions. We have not identified
any specific acquisition opportunities as on date. We make no assurance that such acquisitions will be
identified without delay or that such acquisitions will be completed successfully. Pending utilisation of the
funds for the general corporate purposes, we intend to temporarily invest the funds in quality
interest/dividend bearing liquid instruments including money market mutual funds, deposit with banks for
necessary duration as per the policies formulated by our Board. For further details, please refer to the
section “Objects of the Issue” at page 25 of this Prospectus.

External Risk Factors

Our future operating results are difficult to predict.
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Our operating results may fluctuate in the future due to a number of factors, many of which are beyond our
control. Our results of operations during any fiscal year and from period to period are difficult to predict.
Our business and results of operations may be adversely affected by, among other factors:

demand for our products;

our ability to retain existing customers or encourage repeat purchases;
our ability to manage our inventory;

consumer tastes and preferences for diamonds and fine jewellery;
general economic conditions;

advertising and other marketing costs;

the costs to acquire rough diamonds and precious metals;

our, or our competitors’ pricing and marketing strategies; and
conditions or trends in the diamond and fine jewellery industry.

Due to all or any of these factors, you should not rely on past performance to predict our future
performance. Unfavorable changes in any of the above factors may significantly affect our business and
results of operations, which may vary significantly from the expectations of shareholders, market analysts
and the investing public.

We rely exclusively on the sale of diamonds and fine jewellery for our sales, and demand for these
products could decline.

Luxury products, such as diamonds and fine jewellery, form part of the discretionary purchases for
consumers. The volume and value of such purchases may significantly decrease during economic
downturns. The success of our business depends partly on macroeconomic factors such as economic
growth, employment levels, income levels, tax rates and credit availability, all of which affect consumer
spending and disposable income. Any reduction in consumer spending or disposable income may affect us
more significantly than companies in other industries.

Our sales and results of operations are highly dependent on the demand for diamonds and diamond
jewellery. Should prevailing consumer tastes for diamonds and jewellery decline, demand for our products
would decline and our business and results of operations would be adversely affected.

From time to time, attempts have been made to develop and market synthetic stones and gems to compete
in the market for diamonds and diamond jewellery. We expect such efforts to continue in the future. If any
such efforts are successful in creating widespread demand for alternatives to diamond products, demand and
price levels for our products would decline and our business and results of operations would be
substantially harmed.

Our jewellery offerings must reflect the tastes and preferences of a wide range of consumers whose
preferences may change regularly. Our strategy has been to offer a wide variety of styles of fine jewellery,
but there can be no assurance that these styles will continue to be popular with consumers in the future. If
the styles we offer become less popular with consumers and we are not able to adjust our inventory in a
timely manner, our sales may decline or fail to meet expected levels.

Our profitability may be affected by commodity price sensitivity.

The jewellery industry in general is affected by fluctuations in the prices of precious metals and precious
and semi-precious stones. The availability and prices of gold, diamonds and other precious metals and
precious and semi-precious stones may be influenced by cartels, political instability in exporting countries
and inflation. Shortages of these materials or sharp changes in their prices could have a material adverse
effect on our results of operations or financial condition. Our future revenue and profitability will be
dependent to a significant extent upon prevailing spot market prices for gold and diamonds. In the past,
gold prices have been volatile. Prices are subject to wide fluctuations in response to changes in supply and
demand for gold and diamonds, market uncertainty and a variety of additional factors that are beyond our
control.

We set retail prices for our branded diamond and jewellery products on a cost plus mark-up basis, and

generally do not reprice items based on normal fluctuations in the price of diamonds or gold, especially
since we set a fixed maximum retail price for our products. As a result, there may be an adverse effect on
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our gross profit margin if the price of diamonds or gold increases. The extent of this material adverse effect
on our business, financial condition and results of operation is not disclosed as it cannot be quantified

We are subject to seasonal fluctuations in our sales.

We have experienced and expect to continue to experience seasonal fluctuations in our sales. In particular,
we have historically experienced higher jewellery sales during the third and fourth quarters of our fiscal
year, as a result of the Diwali and the Christmas holiday season, and we expect this seasonality to continue
in the future. In fiscal, 2005, approximately 60% of our jewellery sales were generated during the third and
fourth quarters of the year. In anticipation of increased sales activity during the third quarter of our fiscal
year, we may incur significant additional expenses, including higher inventory of jewellery and additional
staffing in our customer support operations. If we were to experience lower than expected sales during any
future third quarter, it would have a disproportionately large impact on our operating results and financial
condition for that year. We also experience considerable fluctuations in sales in the periods preceeding
other special annual occasions such as Diwali, Rakshabandhan and the New Year festivities. In the future,
our seasonal sales patterns may become more pronounced, may strain our personnel activities and may
cause a shortfall in sales as compared to the expenses incurred in a given period, which could adversely
affect our business and results of operations.

We are subject to international market and regulatory risks.

Developments in the international diamonds and jewellery markets could have an impact on our export
sales. From time to time, tariffs, quotas and other tariff and non-tariff trade barriers may be imposed on our
products in jurisdictions in which we operate and/or seek to sell our products. There can be no assurance
that the United States or any other jurisdiction in which we seek to sell our products will not impose trade
restrictions in the future. Any such imposition of trade barriers may have a material adverse effect on our
financial condition and results of operations. The extent of this material adverse effect on our business,
financial condition and results of operation is not disclosed as it cannot be quantified

We are subject to risks arising from currency exchange rate fluctuations, which could adversely affect
our business, financial condition and results of operations.

Changes in currency exchange rates influence our results of operations. We report results in our
consolidated financial statements in Indian rupees, while significant portions of our revenues and expenses
are denominated in currencies other than Indian rupees, most significantly the U.S. dollar. Almost all of our
rough diamonds purchases and our exports are denominated in U.S. dollars. In fiscal 2005, approximately
70.00% of our total income was denominated in foreign currencies while approximately 72.34% of our total
expenditure was denominated in foreign currencies. Accordingly, while our operations provide a degree of
natural hedge protection against currency exchange fluctuations, to the extent that our income and
expenditure are not denominated in the same currency, exchange rate fluctuations could cause some of our
costs to increase more than the proportionate revenues on a given contract. For example, a rise in the value
of Indian rupees against such foreign currencies, especially the U.S. dollar, could adversely affect our
income from sales of products for the relevant fiscal period, given that we extend credit lines that range
from 120 days to 180 days to our customers.

As of September 30, 2005, the Company had foreign currency borrowings aggregating U.S.$100.59 million
(Rs.4,424.94 million). Therefore, declines in the value of the rupee against such other currencies could
increase the rupee cost of servicing our debt. The exchange rate between the Indian rupee and the U.S.
dollar has changed substantially in recent years and may continue to fluctuate significantly in the future.
While we enter into currency hedging arrangements as part of our treasury operations, there can be no
assurance that these arrangements will successfully protect us from losses due to fluctuations in currency
exchange rates.

We are subject to risks arising from interest rate fluctuations, which could adversely affect our business,
financial condition and results of operations.

Changes in interest rates could significantly affect our financial condition and results of operations. As of

September 30, 2005, Rs.5,944.00 million (U.S.$135.12 million) of our borrowings were at floating rates of
interest.  If the interest rates for our existing or future borrowings increase significantly, our cost of
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servicing such debt will increase. This may adversely impact our results of operations, planned capital
expenditures and cash flows. Although we may in the future enter into hedging arrangements against
interest rate risks, there can be no assurance that these arrangements will successfully protect us from losses
due to fluctuations in interest rates.

Any future issuance of Equity Shares by the Company or sales of the Equity Shares by any of its
significant shareholders may adversely affect the trading price of the Equity Shares.

Any future issuance of our Equity Shares by the Company could dilute your shareholding. Any such future
issuance of our Equity Shares or sales of our Equity Shares by any of our significant shareholders may also
adversely affect the trading price of our Equity Shares, and could impact our ability to raise capital through
an offering of our securities. In addition, any perception by investors that such issuances or sales might
occur could also affect the trading price of our Equity Shares. Upon completion of the Issue, 20% of our
post-Offer paid-up capital held by certain of our Promoters will be locked up for a period of three years
from the date of allotment of Equity Shares in the Issue. For further information relating to such Equity
Shares that will be locked up, please see Note 2 of the Notes to the Capital Structure in the section “Capital
Structure” on page 19 of this Prospectus. All other remaining Equity Shares that are outstanding prior to
the Offer will be locked up for a period of one year from the date of allotment of Equity Shares in the Issue.

The price of our Equity Shares may be volatile, or an active trading market for our Equity Shares may
not develop.

Prior to this Issue, there has been no public market for our Equity Shares. The trading price of our Equity
Shares may fluctuate after this Issue due to a variety of factors, including our results of operations and the
performance of our business, competitive conditions, general economic, political and social factors, the
performance of the Indian and global economy and significant developments in India’s fiscal regime,
volatility in the Indian and global securities market, our results of operations and performance, performance
of our competitors, the Indian diamond and jewellery industry and the perception in the market about
investments in the diamond and jewellery industry, changes in the estimates of our performance or
recommendations by financial analysts and announcements by us or others regarding contracts,
acquisitions, strategic partnerships, joint ventures, or capital commitments. There can be no assurance that
an active trading market for our Equity Shares will develop or be sustained after this Issue, or that the price
at which our Equity Shares are initially offered will correspond to the prices at which they will trade in the
market subsequent to this Issue.

Any acts of war or conflicts involving India or other countries could adversely affect business sentiment
and the financial markets and adversely affect our business.

India has from time to time experienced hostilities with neighbouring countries. Such events could create a
perception that investments in Indian companies involve a higher degree of risk. This, in turn, could have a
adverse effect on the market for securities of Indian companies, including our Equity Shares. The
consequences of any armed conflicts are unpredictable, and we may not be able to foresee events that could
have an adverse effect on our business.

Political instability and significant changes in the Government of India’s policy on liberalization of the
Indian economy and nationalization could impact economic conditions in India, our financial results
and prospects.

Our business, and the market price and liquidity of our Equity Shares may be affected by foreign exchange
rates and controls, interest rates, changes in government policy, taxation, social and civil unrest and other
political, economic or other developments in or affecting India.

Since 1996, the Government of India has changed six times. The current Indian government is a coalition of
many parties. The withdrawal of one or more of these parties or any dispute between groups of these
political parties could result in political instability. Any political instability could delay or otherwise
adversely affect the reform of the Indian economy and could have a material adverse effect on the market
for our Equity Shares and on our results of operations. The extent of this material adverse effect on our
business, financial condition and results of operation is not disclosed as it cannot be quantified
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We are subject to risks associated with changes in the Indian patent regime.

We rely on several unpatented production processes in our manufacturing and finishing operations. The
Government of India recently has enacted legislation providing for product patent protection for, among
others, pharmaceuticals and agro-chemicals. While we believe our industry is not directly affected by this
legislative change, it is possible that further legislative changes could be enacted in the near to medium term
which would further modify the Indian patent regime and result in our either having to apply for patent
protection for or being required to modify certain of our manufacturing and finishing processes. We also
could be required to make payments to third parties whose patents we may need to utilize in such processes.

Notes to Risk Factors

. The book value per Equity Share of Rs.10 each was Rs.86.51 as of September 30, 2005, as per our
consolidated financial statements under Indian GAAP.

. The tangible net worth of the Company was Rs. 3,460.37 million as of September 30, 2005, as per
our consolidated financial statements under Indian GAAP.

For related party transactions, see ‘“Related Party Transactions” on page 129 of this Prospectus.

. The average cost of acquisition of the Equity Shares by the Company’s Promoters is Rs.0.30. The
average cost of acquisition of Equity Shares by our Promoter has been calculated by taking the
weighted average of the amount paid by our Promoter to acquire the Equity Shares issued by the
Company, the amount paid by our Promoter to acquire the shareholding as well as the cost of
acquisition of Equity Shares by our Promoter pursuant to the scheme of amalgamation
amalgamating Gemplus, Prism and Giantti into the Company with effect from April 1, 2005.

. This is a public issue of 17,000,000 Equity Shares of Rs.10 each of the Company for cash at a
price of Rs.195 per Equity Share, aggregating Rs.3,315 million. 150,000 Equity Shares of Rs.10
each will be reserved in the issue for subscription by permanent Employees and Directors of the
Company who are Indian nationals and are based in India. The Issue comprises a Net Issue to the
public of 16,850,000 Equity Shares and an Employee Reservation Portion of 150,000 Equity
Shares. The Issue will constitute 28.81% of the fully diluted post-Issue capital of the Company.
For more information, see “Issue Structure” on page 253 of this Prospectus.

. In the event of oversubscription in the Issue, allotment will be made on a proportionate basis to
QIBs, Non-Institutional Bidders and Retail Individual Bidders. For details please see “Basis of
Allocation” on page 277 of this Prospectus.

. Other than the transactions mentioned in the preceding sentence, none of our Promoter or Promoter
group entities, or the directors of our Promoter group companies or our Directors have purchased
or sold any Equity Shares during a period of six months preceding the date on which this
Prospectus is filed with SEBI.

. For any clarification or information relating to the Issue, investors are free to contact the BRLMs,
who will be obliged to provide such clarification or information to the investors.

. Investors may contact the BRLMs and the Syndicate Members for any complaints pertaining to the
Issue.

. Investors are advised to see “Basis for Issue Price” on page 55 of this Prospectus.

. All information shall be made available by the BRLMs and the Company to the public and
investors in any matter whatsoever.

. The Issue is being made through the 100% Book Building Process where up to 50% of the Net
Issue to the public shall be allocated on a proportionate basis to Qualified Institutional Buyers
(“QIBs”). 5% of the QIB 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 on a
proportionate basis to all QIBs, including Mutual Funds, subject to valid Bids being received at or
above the Issue Price. Further, at least 15% of the Net Issue to the public shall be available for
allocation on a proportionate basis to Non-Institutional Bidders and at least 35% of the Net Issue to
the public shall be available for allocation on a proportionate basis to Retail Individual Bidders,
subject to valid Bids being received at or above the Issue Price. Further, 150,000 Equity Shares
shall be available for allocation on a proportionate basis to the permanent Employees and Directors
of the Company who are Indian nationals and based in India, subject to valid Bids being received
at or above the Issue Price.

. Consolidated value of related party transactions for FY 2005 and six month period ended
September 30, 2005 is as follows:
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For the six month period ended September 30, 2005 Rs. Million
Key Relative of Key
Foreign Management Management
Nature of transaction Subsidiary Associate Enterprises | Personnel Personnel
Sales 1.60 134.75 67.58 - -
Purchases 284.83 4.44 64.73 - -
Labour Charges Paid 14.85 - - - -
Salary & Other Payment - - - 2.20 -
Dividend Received - 2.00 - - -
Amount Outstanding shown
under advances to subsidiary 465.90 - - - -
Advances Given 1269.82 130.05 - - -
Advance Given Received Back 757.29 16.36 - - -
Advances Received - 225.85 - - -
Advance Received Given Back - 88.57 - - -
Amount Outstanding shown
under sundry debtors 12.93 493.30 71.76 - -
Amount Outstanding shown
under sundry creditors 3.72 156.87 31.81 29.93 18.45
Amount Outstanding shown
under advances to suppliers 357.01 118.72 - - -
Amount Outstanding shown
under advances from suppliers 11.65 67.74 - - -
Amount Outstanding shown
under Unsecured Loan - 8.14 - 80.94 -
Guarantee Given to Subsidiary 80.00 - - - -
Purchase of Equity Shares - 15.00 - 30.00 20.95
Other Expenses - 1.52 - - -
For the year ended March 31, 2005 Rs. Million
Key Relative of Key
Foreign Management Management
Nature of transaction Subsidiary Associate Enterprises Personnel Personnel
Sales - 510.37 376.14 - -
Purchases 145.37 611.58 95.87 - -
Labour Charges Paid 62.22 - - - -
Salary & Other Payment - - - 3.26 -
Rent Received - 0.23 - - -
Amount Outstanding shown
under advances to subsidiary 66.75 - - - -
Advances Given 863.89 1,421.73 - - 1.24
Advance Given Received Back 721.76 1,237.76 - - 1.24
Advances Received - 790.32 - - -
Advance Received Given Back - 713.19 - - -
Amount Outstanding shown
under sundry debtors - 352.22 155.17 - -
Amount Outstanding shown
under sundry creditors - 24.23 8.14 - -
Amount Outstanding shown
under advances to suppliers - 43.89 - - -
Loan Taken - - - 8.45 -
Loan Taken Given Back - - - 8.45 -
Guarantee Given to Subsidiary 80.00 - - - -

For full details of all related party transactions please refer to page 129 in this Prospectus.

XXiv




SUMMARY

You should read the following summary together with the Risk Factors and the more detailed information
about us and our financial statements included in this Prospectus.

Overview

We are an integrated diamond and jewellery manufacturing company and one of the largest manufacturers
and retailers of diamonds and jewellery in India. Our operations include sourcing of rough diamonds from
primary and secondary source suppliers in the international market, cutting and polishing the rough
diamonds for export to our international markets and the manufacture and sale of diamond and other
jewellery through our retail operations in India as well as in international markets.

Diamond procurement, manufacturing and sales

We procure a significant part of our rough diamonds at competitive prices from DTC, the rough diamond
marketing arm of De Beers S.A., through Digico Holdings Limited, one of our Promoter group companies
that enjoys a ‘“‘sightholder” status with DTC. We have, either directly or through our Promoter group
companies, enjoyed sightholder status with DTC for more than three decades. We source our remaining
rough diamond requirements from secondary source suppliers in the international market.

We export our cut and polished diamonds to various international markets in Europe including to Antwerp
and Italy, the United States, the Middle East as well as to several diamond and jewellery markets in Asia
including Japan, China, Hong Kong and Thailand. We have two modern diamond manufacturing facilities
located at Borivali in Mumbai and at the Special Economic Zone in Surat in the state of Gujarat. Our
diamond cutting and polishing facility at Borivali is spread over an area of 40,000 square feet with modern
diamond processing equipment, employs more than 1,200 skilled employees and is one of the largest
diamond manufacturing facilities in India. Our facility at Surat is an export oriented facility aimed at our
export markets.

Jewellery manufacturing and sales

We have a sophisticated 80,000 square feet jewellery designing and manufacturing facility for diamond
studded jewellery at the Santacruz Electronic Export Processing Zone (“SEEPZ”) at Andheri, Mumbai that
employs more than 800 employees. This 100% export oriented facility also produces gold and platinum
diamond studded jewellery. We also have two modern jewellery manufacturing facilities at MIDC at
Andheri, Mumbai that primarily produces branded jewellery lines for our retail operations in India. We
intend to set up additional diamond and jewellery manufacturing facilities at Mumbai and at the proposed
Gems and Jewellery Special Economic Zone (“GJSEZ”) in Hyderabad.

We sell our branded diamond and other jewellery products in India through our nationwide sales and
distribution network that as of September 30, 2005 consisted of 26 exclusive distributors across India,
approximately 620 outlets, including outlets in host stores, 5 stand alone stores and 17 stores set up through
franchisee arrangements spread across 30 cities and towns in India. Our strong marketing and distribution
network also benefits from the operations of our Promoter group companies outside India involved in the
diamond and jewellery business. We have a large customer base spread across India and international
markets that includes various jewellery manufacturers, large department store chains, retail stores and
wholesalers.

Branded jewellery

Our branded jewellery lines were among the first branded jewellery products introduced in India. Our
brands and sub-brands are aimed at different customer profiles, various market and price segments and for
various uses and occasions and enjoy significant brand equity and market share in their respective market
segments. According to the July 2005 edition of Solitaire International, a publication of the Gem and
Jewellery Export Promotion Council of India, four of the brands under which we sell our branded jewellery,
Nakshatra, Asmi, Gili and D’Damas, feature among the ten best known jewellery brands in India. Our first
jewellery brand Gili was selected as a “Superbrand” in 2004 by the Indian Consumer Superbrands Council
established by Superbrands India Private Limited, an independent arbiter in branding.



As of September 30, 2005, we had more than 2,300 employees including contract employees, of which
more than 1,800 employees were employed at our manufacturing facilities and more than 250 employees
were employed in our retail operations.

In fiscal 2003, 2004 and 2005, our total income from sales of diamonds and jewellery products was
Rs.11,720.76 million, Rs.13,061.11 million and Rs.13,520.96 million, respectively, representing a CAGR
of 4.88%. In the six months ended September 30, 2005, our total income from sales of diamonds and
jewellery products was Rs.8151.57 million. In fiscal 2003, 2004 and 2005, our net profit was Rs.184.17
million, Rs.114.55 million and Rs.87.18 million, respectively, while in the six months ended September 30,
2005, our net profit (as adjusted) was Rs.235.60 million.

Our Strengths
We are an integrated diamond and jewellery companies in India having an international presence.

We are an integrated diamond and jewellery manufacturing company and are manufacturers and retailers of
diamonds and jewellery in India. Our ability to source rough diamonds at competitive prices, our well
established export markets, our strong jewellery designing and manufacturing capabilities, our significant
experience in branding and sale of branded jewellery lines, our strong marketing capabilities and our well
developed retail operations in India enable us to capture inherent operational synergies and focus on
maximizing our margins.

We export a significant part of our cut and polished diamonds and our branded and unbranded diamond and
other jewellery products to various international markets in Europe, including to Antwerp and Italy, the
United States, the Middle East as well as to several diamond and jewellery markets in Asia, including
Japan, China, Hong Kong and Thailand. The design and quality of our diamond and jewellery products and
our large customer base outside India, including jewellery manufacturers, large department store chains,
retail stores and wholesalers, have enabled us to develop strong credentials in our international markets.
We believe that we are well positioned to capitalize on the growing demand for diamonds and jewellery in
the Indian and international markets.

Sightholder status with DTC and access to other primary source diamond suppliers.

We source a significant part of our rough diamond requirements from the DTC, the rough diamond sales
arm of De Beers S.A. and the primary world-wide marketing mechanism of the rough diamond industry.
We have, either directly or through our Promoter group companies, enjoyed sightholder status with the
DTC for more than three decades. Digico, one of our Promoter group companies, is currently a sightholder
with DTC, one of 92 sightholders worldwide that include 37 sightholders in India. As a sightholder under
the DTC’s Supplier of Choice program, we benefit from an assured and steady source of quality rough
diamonds from the DTC at competitive prices, continued advertising and marketing support from DTC to
develop the brands that we sell our diamonds and jewellery under and access to DTC’s consumer research
knowledge base. In fiscal 2005 and the six months ended September 30, 2005, rough diamonds sourced
from DTC constituted approximately 25.00% and 20.00% of our total rough diamond procurement cost.
Our remaining rough diamond requirements are procured from secondary source suppliers in the
international market to ensure that there is no shortfall in the supply of rough diamonds for our operations.
We believe that we have good relations with our suppliers, including the DTC, and that our reputation and
established customer base will continue to ensure access to primary sources of diamonds. We believe that
our sources of supply of rough diamonds are sufficient to enable us to meet our present and foreseeable
needs.

Significant manufacturing capabilities.

We have two modern diamond manufacturing facilities located at Borivali in Mumbai and at the Special
Economic Zone in Surat in the state of Gujarat. Our diamond cutting and polishing facility at Borivali
employs more than 1,200 skilled employees or labourers while the facility at Surat is an export oriented
facility aimed at our export markets. We also have a large sophisticated jewellery designing and
manufacturing facility at the SEEPZ at Andheri, Mumbai and two jewellery manufacturing facilities at
MIDC at Andheri, Mumbai. We also intend to set up additional diamond and jewellery manufacturing



facilities at Mumbai and at the proposed Gems and Jewellery Special Economic Zone in Hyderabad. Our
sophisticated manufacturing facilities, strong design capabilities and focus on stringent quality control
enable us to produce quality certified diamonds and jewellery for our customers.

Strong brand equity.

Our Gili brand of jewellery introduced in 1994 was among the first branded jewellery introduced in India.
We have over the years strengthened our brand portfolio with the launch of new brands and sub-brands
aimed at different customer profiles, various market and price segments and for various uses and occasions.
According to the July 2005 edition of Solitaire International, a publication of the Gem and Jewellery Export
Promotion Council of India, four of the brands under which we sell our branded jewellery, Nakshatra,
Asmi, Gili and D’Damas, feature among the ten best known jewellery brands in India. While we either
directly or indirectly through our subsidiaries, joint ventures and associate companies own the Gili and
D’Damas brands, we also market and sell our jewellery products under the Nakshatra and Asmi brands that
are owned by DTC.

In view of the significant potential for branded jewellery in India and our success in developing branded
jewellery lines, in 2000 DTC permitted us and three other sightholders in India to market and sell jewellery
products under the Nakshatra brand. The four sightholders have formed a joint venture company, Brightest
Circle Jewellery Private Limited. In November 2005, Nakshatra was licensed to Brightest Circle Jewellery
Private Limited, by the virtue of which Brightest Circle has the sole right and interest to market the brand.
Gili, our oldest brand was selected as a super brand by Times of India in 2004. In 2004, we began selling
branded gold jewellery to different consumer segments (in association with the World Gold Council) under
the brand names that include Collection g, Gold Expressions and Vivaha Gold. Our brands enjoy significant
brand equity in their respective market segments developed through aggressive advertising and marketing
campaigns and we believe that we enjoy a competitive advantage over our competitors due to our
significant brand equity.

Highly qualified and motivated employee base and proven management team.

We believe that a motivated and empowered employee base is key to our competitive advantage. As of
September 30, 2005, we had more than 2,300 employees including contract employees, of which more than
1,800 employees were employed at our manufacturing facilities and more than 250 employees were
employed in our retail operations. This also includes employees from our subsidiaries, joint ventures and
associate companies.

Our well-qualified senior management with significant industry experience has been instrumental in the
consistent growth in our revenues and operations. In addition, our Board includes a strong combination of
management as well as independent members that bring significant business experience to the Company.
Our Chairman and Managing Director has been involved in the diamond and jewellery industry for more
than 25 years and has driven the strong growth the Company has experienced since inception. In addition,
our subsidiaries, joint ventures and associate companies operate as professionally managed operationally
independent units under the supervision of their respective senior management who have significant
experience in the industry.

Strong marketing and distribution network.

We have independent sales and distribution networks for our diamonds and jewellery products. A
substantial majority of our cut and polished diamonds are exported to diamond wholesalers and large
jewellery manufacturers in our international markets. We also benefit from the operations and presence of
certain of our Promoter group companies outside India to further develop strong relationships with our
customers in these markets. A significant part of our jewellery export sales are effected through
wholesalers in our international markets that act as procurement agents for jewellery retailers in these
markets. We are also able to leverage our long-term relationships with jewellery retailers in our
international markets to sell our jewellery products directly to such retailers rather than through the
wholesalers.

We have a strong sales and distribution network in India. Our sales and distribution channels for jewellery
products include sales effected through exclusive distributors for our jewellery products, direct sales to
large department stores and reputed jewellery stores and direct sales to end customers through our retail
operations. In order to increase visibility of our branded jewellery lines, we continue to operate through our



extensive distributor network to enable us to display our jewellery products at jewellery retailers at several
cities and towns across India. We sell our jewellery products to large department stores and reputable
jewellery retailers in major cities and towns and also sell our branded jewellery products directly to end
customers through our significant retail operations. Our retail operations include several exclusive retail
stores in major metropolitan areas that are owned by us as well as shop-in-shop outlets in various host
stores such as large department store chains and shopping malls. We also continue to develop on our
franchisee network and as of September 30, 2005, we had 17 retail outlets for our various brands that were
established as franchises.

As of September 30, 2005, we had 26 distributors across India, 5 exclusive stand alone stores owned by us
and approximately 620 outlets, including brand kiosks in large department stores, retail store chains and
shopping malls. Our outlets are typically located in high customer concentration areas. Our retail
operations network are supported by an inventory management system that enables us to move our
inventory to and from, and channel our sales through, our various outlets depending on the relevant festive
and other occasions and the demographic nature of the customers for specific outlets. Our operations
through host stores benefit from lower capital investment in fixed assets typical of stand alone stores.

Broad range of certified diamond and jewellery products.

We offer our customers a comprehensive product range of diamond and other jewellery products aimed at
various jewellery categories, different customer and price segments, various festive and social occasions as
well as jewellery products for regular use. We also offer custom made jewellery to our customers. In
addition, our branded diamond and jewellery products are all certified for caratage, authenticity and quality
and carry a suggested maximum retail price that enable us to develop customer loyalty. Development of
new products and designs is a key element of our business strategy. Innovative designs and product lines
enable us to develop our brand and increase our retail sales. We upgrade our designs regularly to service the
changing preferences of our consumers. Our brands encompass the entire product range and we were
amongst the first in India to develop the concept of occasion jewellery. For most of our products, we
provide authenticity certificates to establish the quality of our brands.

Our Strategies

Our strategic objective is to continue to build on our position as a leading integrated diamond and jewellery
manufacturing and retailing company. We intend to achieve this by implementing the following strategies:

Further increase our market share in the diamonds and jewellery businesses in India.

The sustained growth in the Indian economy and growing employment levels, income levels and
availability of credit in India resulting in greater consumer spending and disposable income, together with
the strong growth in retail operations in India provides significant opportunities for our diamond and
jewellery businesses. These factors are expected to result in an increased demand for our products. We
intend to leverage our significant diamond processing and strong jewellery design and manufacturing
capabilities, our ability to provide a wide range of branded and unbranded diamond and jewellery products
of various grades, designs and price segments, our strong branded jewellery lines and our wide retail
distribution operations to increase our market share in the diamonds and jewellery business in India. We
also intend to capitalize on the gradual shift of consumer preferences in India from traditional unbranded
gold jewellery to diamond studded and other branded jewellery.

Continue to maintain focus on our international markets.

We export a significant part of our cut and polished diamonds and our branded and unbranded diamond and
other jewellery products to various international markets in Europe including Antwerp and Italy, the United
States, the Middle East as well as to several diamond and jewellery markets in Asia including Japan, China,
Hong Kong and Thailand. In fiscal 2005 and the six months ended September 30, 2005, revenues from
sales of our products in our international markets accounted for approximately 70.00% and 68.00% of our
total income from sales of products. Exports have been an important source of our growth and we intend to
continue to focus on our international markets. Sales to international markets have enabled us to access a
wider customer base and reduce our dependence on domestic customers. We intend to continue to leverage
our quality products and our long-standing relationships and credentials with our international customers to
further develop our international markets. Our diamond manufacturing facility at Surat, Gujarat and



jewellery manufacturing facility at SEEPZ, Mumbai are 100% export oriented units and are dedicated to
developing our export markets. We also intend to continue to leverage the operations of some of our
Promoter group companies involved in the diamond and jewellery business to further develop our export
markets.

Continue to further develop our branded jewellery lines.

We intend to continue to further develop our existing branded jewellery lines and introduce additional
brands and product offerings to cater to various customer and price segments in the diamonds and jewellery
markets. We intend to capitalize on our significant experience in developing the branded jewellery market
in India and the goodwill associated with the brands that we sell our products under such as Nakshatra, Gili,
Asmi and D’Damas to further develop our various brands and sub-brands in target markets and product
segments in India and internationally. We seek to achieve this through targeted marketing initiatives,
innovative promotional campaigns and international and Indian public relations management and through
increased emphasis on key merchandise items and on holiday and event-driven promotions through
participation in host store marketing programs. We intend to actively pursue marketing initiatives to
enhance the value of our brands internationally and to introduce reputed global brands in the Indian market
to strengthen our product offerings.

Continue to expand our retail operations.

We intend to further expand our retail operations by leveraging our existing sales and distribution network
and apply innovative retail marketing initiatives in marketing our diamond and fine jewellery products. We
intend to introduce several large exclusive retail stores in the larger cities in India to offer a comprehensive
product range of diamond and other jewellery products to target various jewellery categories and different
customer and price segments as well as to provide custom made jewellery. These exclusive retail stores are
intended to showcase our entire range of product offerings under our various brands and sub-brands. We
also intend to introduce smaller independent exclusive stores in larger cities and towns in India.

We also intend to increase our brand and product visibility and sales and distribution network through
smaller stores and outlets that will enable us to benefit from an increased store density through a lower
capital outlay. These smaller outlets will enable us to offer jewellery aimed at the customer demography of
the specific outlet and enable frequent renewal of our inventory. We intend to set up smaller outlets
including brand zones and brand kiosks at host stores such as shopping malls and larger department stores
to showcase our range of branded jewellery. We also intend to develop and further strengthen our
relationships with various host stores to add additional outlets in new locations opened by such host stores.
We intend to continue to develop our existing network of independent jewelers in various cities that sell our
products through the appointment of additional distributors for various cities and towns.

Continue to expand our product offerings and maintain high quality customer service.

We intend to continue to expand our existing range of product offerings to cater to different customer and
price segments and aimed at various uses and occasions such as work-wear jewellery, regular use jewellery,
casual jewellery, wedding jewellery, jewellery for the new-born, as well as gifting jewellery aimed at
specific holiday seasons. We intend to continue to improve the quality of our products and services and
address specific customer requirements to meet highest international standards. In order to accomplish this
strategy and to stay informed of changing styles and tastes, our design and marketing personnel continue to
work closely with suppliers, distributors and customers and participate in jewellery fairs, trade shows and
other industry forums to enable us to introduce new designs and variations of these designs to extend the
length of time each design is marketable.

Increase our production capacities and revenues and harness inherent synergies of our integrated
operations.

We intend to set up additional diamond and jewellery manufacturing facilities at Mumbai and at the
proposed Gems and Jewellery Special Economic Zone in Hyderabad and also continue to expand our retail
operations. We intend to make capital investments of approximately Rs. 999.70 million for the
development of our proposed diamond and jewellery manufacturing facilities and for the proposed
expansion of our retail operations. These investments are expected to increase our production capacities
and volume, and therefore revenues and we believe will add to our cost competitiveness. Increased
production capability would enable us to service our sales and distribution network within a shorter span of



time and enable us to capture the growing demand for our products. We intend to capitalize on our
integrated operations that include the ability to source rough diamonds at competitive prices from the DTC
as well as from other secondary markets, our significant manufacturing capabilities, our well established
jewellery brands and our extensive marketing and distribution network to harness inherent synergies and
reduce operating costs.

Pursue strategic acquisitions and alliances.

In order to expand our operations, we seek to identify acquisition targets and/or joint venture partners
whose resources, capabilities and strategies are complementary to and are likely to enhance our business
operations. We seek to pursue strategic acquisition opportunities to enhance our capabilities and address
specific industry opportunities and to further enhance our industry and technical expertise, expand our
operations geographically, benefit from other well established brands in the diamond and jewellery
businesses and enable us to control operating costs and price our products competitively. We intend to
focus on strategic acquisitions that are of appropriate size with minimal risk of integration into our existing
operations. We also intend to explore opportunities to develop strategic alliances with local partners in our
international markets to benefit from their established marketing and distribution networks.



THE ISSUE

Equity Shares offered:

Fresh Issue by the Company 17,000,000 Equity Shares
Total 17,000,000 Equity Shares
Of which:
Employee Reservation Portion 150,000 Equity Shares
Therefore:
Net Offer to the Public 16,850,000 Equity Shares
ian (D
QIB Portion Up to 8,425,000 Equity Shares (allocation on a proportionate basis)
Of which:
Reservation for Mutual Funds 421,250 Equity Shares (allocation on proportionate basis)

Balance for all QIBs including Mutual Funds g 03,750 Equity Shares (allocation on proportionate basis)

Non Institutional Portion Atleast 2,527,500 Equity Shares (allocation on a proportionate basis)

Retail Portion Atleast 5,897,500 Equity Shares (allocation on a proportionate basis)

Equity Shares outstanding prior to the Offer 41,998,495 Equity Shares

Equity Shares outstanding after the Offer 58,998,495 Equity Shares

Objects of the Issue Please see “Objects of the Issue” on page 25 of this Prospectus.
M As per recent amendments to the SEBI Guidelines, allocation to QIBs is proportionate as per the terms of this Prospectus. 5% of the

QIB Portion shall be available for allocation to Mutual Funds. Mutual Funds participating in the 5% reservation in the QIB Portion
will also be eligible for allocation in the remaining QIB Portion.



SUMMARY FINANCIAL INFORMATION

The following summary financial information is derived from the restated consolidated financial statements
of the Company as of and for the years ended March 31, 2001, 2002, 2003, 2004 and 2005 and as of and for
the six months ended September 30, 2005 as described in the Auditors Reports in the section entitled
“Financial Statements” beginning on page 131 of this Prospectus. The consolidated financial statements
have been prepared in accordance with Indian GAAP, the Companies Act and have been restated in
accordance with SEBI Guidelines.

The summary financial and operating information presented below should be read in conjunction with the
financial statements, including the notes thereto included in “Financial Statements” and the “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” on pages 131 and 218,
respectively, of this Prospectus. Indian GAAP differs in certain significant respects from U.S. GAAP. For
more information on these differences, see “Summary of Significant Differences between Indian GAAP and
U.S. GAAP”, beginning on page 215 of this Prospectus.

CONSOLIDATED BALANCE SHEET OF GITANJALI GEMS LIMITED

Rs. in Million

Particulars As at March 31, As at
2001 2002 2003 2004 2005 30-09-2005

A. Fixed Assets

Gross block 137.07 139.19 139.76 141.63 143.77 454.25

Less Depreciation 26.67 32.87 38.20 42.74 47.04 121.27

Net Block 110.40 106.32 101.56 98.89 96.73 332.98
B. Investments 25.28 24.12 33.49 44.85 58.77 62.04
C Goodwill 0.02 - - - - -
D. Current Assets, Loans

and Advances

Inventories 1,692.01 2,497.28 2,232.97 1,069.55 923.06 2,056.49

Sundry Debtors 3,450.91 3,803.80 3,825.08 5,045.72 5,889.74 11,566.87

Cash and Bank Balances 188.67 303.75 424.89 415.19 262.03 1,066.73

Loans and Advances 73.72 120.81 77.52 192.68 339.51 659.48

5,405.31 6,725.64 6,560.46 6,723.14 7,414.34 15,349.56

E. Liabilities and Provisions:

Secured Loans 2,450.51 2,534.91 2,777.74 2,991.60 3,138.08 5,944.08

Unsecured Loans 32.65 5.04 5.30 8.45 - 312.45

Current Liabilities and

Provisions 1,462.57 2,496.60 1,896.28 1,722.74 2,186.15 5,421.55

Deferred Tax Liability - - 22.10 1.07 0.51 (0.12)

3,945.73 5,036.55 4,701.42 4,723.86 5,324.74 11,677.96

F. Minority Interest - - - - - 606.24




G Net Worth
H. Represented by

Share Capital
Reserves

Capital Reserve
Total Reserves & Surplus.

Total

I. Misc. Expenditure to the
extent not written off or
adjusted

J  Net Worth (H-I)

1,595.28 1,819.53 1,994.09 2,143.02 2,245.10 3,460.37
300.00 300.00 300.10 300.10 300.10 399.98
1,295.28 1,515.42 1,681.27 1,818.84 1,907.00 2,482.03
- 4.11 12.72 24.08 38.00 581.08
1,295.28 1,519.53 1,693.99 1,842.92 1,945.00 3,063.11
1,595.28 1,819.53 1,994.09 2,143.02 2,245.10 3,463.09
- - - - - 2.72
1,595.28 1,819.53 1,994.09 2,143.02 2,245.10 3,460.37




CONSOLIDATED PROFIT AND LOSS ACCOUNT OF GITANJALI GEMS LIMITED
ANNEXURE I - STATEMENT OF CONSOLIDATED RESTATED PROFIT AND LOSS ACCOUNT

Rs. in Million

Year ended March 31, Six month
Particulars period ended
2001 2002 2003 2004 2005 30-09-2005
Income
Sales of Products
40,170.47 | 10,204.46 | 11,713.84 | 13,310.57 | 13,711.56 11,531.34
Other Income
478 45.87 3.66 4.16 20.20 6.63
Increase (Decrease) in
inventories 331.23 804.79 (262.76) | (1,163.42) (146.49) (15.65)
40,506.48 | 11,055.12 | 11,454.74 | 12,151.31 | 13,585.27 11,522.32
Expenditure
Raw Materials Consumed
39,342.10 | 10,275.62 | 10,670.14 | 11,261.28 | 12,587.99 10,314.93
Staff Costs
10.48 10.72 10.93 13.36 16.92 40.71
Other Manufacturing Expenses
221.87 142.32 196.50 431.99 582.09 525.85
Administration Expenses
140.15 112.84 84.10 105.04 99.07 116.48
Selling & Distribution Expenses
5.72 3.55 13.60 32.00 22.43 21.77
39,720.32 | 10,545.05 | 10,975.27 | 11,843.67 | 13,308.50 11,019.74
Profit Before Depreciation
Interest & Tax 786.16 510.07 479.47 307.64 276.77 502.58
Depreciation
6.03 6.20 5.34 4.66 4.30 12.19
Interest
321.55 282.49 275.56 156.06 130.73 174.13
Profit Before Tax
458.58 221.38 198.57 146.92 141.74 316.26
Taxation
Current tax
2.88 0.86 10.88 30.00 53.76 59.47
Deferred tax
- - 1.43 (0.29) (0.57) (2.92)
Fringe Benefit Tax
- - - - - 0.59
Net Profit after tax
455.70 220.52 186.26 117.21 88.55 259.12
Less: Minority Interest
- - - - - 17.96
Add: Share of profit/(Loss) in
Associate (0.02) 4.13 8.62 11.36 13.92 4.37
Net Profit
455.68 224.65 194.88 128.57 102.47 245.54
Adjustments (Refer to Annexure
I11) (280.79) (0.38) (0.38) (0.38) (0.38) 1.88
Restated Adjusted Net Profit
174.89 224.27 194.50 128.19 102.09 247.42
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GENERAL INFORMATION
Registered Office of the Company

Gitanjali Gems Limited
801/802, Prasad Chambers
Opera House

Mumbai - 400 004

Registration Number: 011-40689
The Company is registered at the Registrar of Companies, Maharashtra, Mumbai.
Board of Directors

The Company’s Board of Directors comprises of:

Mehul C. Choksi
G.K. Nair
Adrianus Voorn
Dhanesh Sheth
Prakash Shah
Sujal Shah

Vijay Kumar Jatia
S. Krishnan

PNAN R L=

For further details regarding the Board of Directors, see “Management” on page 101 of this Prospectus.

Company Secretary and Compliance Officer

Kishor Baxi, GM (Legal and Secretarial)
Gitanjali Gems Limited

6 Backbay View

Opera House

Mumbai 400 004

Tel: (91) (22) 2363 5344

Fax: (91) (22) 2369 6805

Email: ipo@gitanjaligroup.com

Investors can contact the Compliance Officer in case of any pre-Issue or post-Issue related problems
such as non-receipt of letters of allotment, credit of allotted shares in the respective beneficiary
account or refund orders etc.

Book Running Lead Managers

ICICI Securities Limited Keynote Corporate Services Limited
ICICI Centre 307, Regent Chambers

H.T. Parekh Marg Nariman Point

Churchgate Mumbai 400 021

Mumbai 400 020 Tel : +91 22 2202 5230

Tel: +91 22 2288 2460 Fax: +91 22 2283 5467

Fax: +91 22 2282 6580 Email: gitanjali_ipo@keynoteindia.net
E-mail: gitanjali_ipo@isecltd.com Website: www.keynoteindia.net
Website: www.icicisecurities.com Contact Person: Vikram Subramaniam
Contact Person: Harikishan Movva

Syndicate Members

ICICI Brokerage Services Limited Keynote Capitals Limited

ICICI Centre 301, Regent Chambers

H.T. Parekh Marg, Churchgate Nariman Point

Mumbai 400 020 Mumbai 400 021

Tel: +91 22 2288 2460 Tel : +91 22 2202 5230

Fax: 491 22 2283 7045 Fax: +91 22 2283 5467

E-mail: gitanjali_ipo@isecltd.com Email: gitanjali_ipo @keynoteindia.net
Website: www.iseconline.com Website: www.keynoteindia.net
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Contact Person: Anil Mokashi Contact Person: Alpesh Shah

Legal Advisors

Domestic Legal Counsel to the Company

Mustafa Motiwala, Advocate and Solicitor,
31 Maker Chamber VI,

Nariman Point,

Mumbai 400 021

Tel: +91 22 2288 6884

Fax: +91 22 2202 6295

Domestic Legal Counsel to the Underwriters

P&A Law Offices

1 Floor Dr Gopaldas Bhavan,
28 Barakhamba,

New Delhi 110 001

Tel: 491 11 5139 3900

Fax: +91 11 2335 3761

International Legal Counsel to the Underwriters
(Advising on matters pertaining to the laws of the State of New York and the Federal law of the United States of America)

Jones Day

31F, Edinburgh Tower, The Landmark
15 Queen’s Road Central

Hong Kong

Tel: +00 852 2526 6895

Fax: +00 852 2868 5871

Registrar to the Issue

Karvy Computershare Private Limited
Karvy House, 46, Avenue 4, Street No.1
Banjara Hills, Hyderabad 500 034

Tel: +91 040 2343 1546

Fax: +91 040 2343 1551

Contact Person: Mr. Murali Krishna
Email: gitanjali.ipo@karvy.com
Website: www.karvy.com

Bankers to the Issue and Escrow Collection Banks

ICICI Bank Limited

Capital Markets Division
30,Mumbai Samachar Marg,
Mumbai 400 001.

Tel: (91 22) 2265 5207

Fax: (91 22) 2262 1138

Contact Person : Sidhartha Routray

The Hongkong and Shangai Banking Corporation Limited
52/60, Mahatma Gandhi Road

Mumbai 400 001

Tel: (91 22) 2268 1673

Fax: (91 22) 2273 4388

Contact Person: Dhiraj Bajaj

Statutory Auditors

Ford, Rhodes, Parks & Co.
Charterd Accountants

312/313 Sai Commerical Building,
BKS Devshi Marg, Govandi,
Mumbai 400 088

Independent Auditors
Grant Thornton
Chartered Accountants

313, Ahura Centre,
82, Mahakali Caves Road,
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Mumbai 400 093

Bankers to the Company

ALLAHABAD BANK
International Branch
World Trade Centre,

Cuffe Parade,

Mumbai 400 005.

Ph No.: +91-22-22182973
Fax No.: + 91-22-22186235

PUNJAB NATIONAL BANK
Mid Corporate Branch,

Brady House, Fort,

Veer Nariman Road,

Mumbai 400 001.

Ph No.: +91-22-22040384

Fax No.: + 91-22-22049294

Website : www.pnbindia.com

ICICI BANK LIMITED
ICICI Bank Towers,
Bandra Kurla Complex,
Mumbai 400 051.

Ph No.: + 91-22-26596464
Fax No.: + 91-22-26531233

Website : www.icicibank.com

KARNATAKA BANK LIMITED
Overseas Branch,

Embassy Centre,

Nariman Point,

Mumbai — 400 021.

Ph No.: + 91-22-22885016

Fax No.: + 91-22-22020463

Website : www.ktkbankltd.com

SYNDICATE BANK

26 A, Sir P. M. Road,

Fort, Mumbai — 400 001
Mumbai 400 005.

Ph No.: + 91-22-22616359
Fax No.: + 91-22-22626619

Website: www.syndicatebank.com

DEVELOPMENT CREDIT BANK
LIMITED

8, Raja Bahadur Mansion,
16 Ambalal Doshi Marg,
Fort, Mumbai 400 001.

Ph No.: + 91-22-22701871
Fax No.: + 91-22-22678329

Website : www.dcbl.com

CANARA BANK

Mittal Tower C Wing,
Nariman Point,

Mumbai — 400 021

Ph No.: +91-22-22835110
Fax No.: + 91-22-22882492

Website: www.canbankindia.com

UNITED BANK OF INDIA
Overseas Branch,

25, Sir. P. M. Road,

Fort, Mumbai.

Ph No.: +91-22-22875212

Fax No.: + 91-22-22040120
Website
www.unitedbankofindia.com

INDUSIND BANK LIMITED
IndusInd House

425, Dadasaheb Bhadkamkar Marg,
Mumbai 400 004.

Ph No.: + 91-22-23857474

Fax No.: + 91-22-23859913

Website : www.indusind.com

SMALL INDUSTRIES
DEVELOPMENT BANK OF
INDIA

Mumbai Branch Office,

SME Development Centre,
C-11, G-Block,

Bandra Kurla Complex,

Bandra (East), Mumbai 400051.
Ph No.: + 91-22-55531100

Fax No.: + 91-22-55531175

Website: www.sidbi.com

STATE BANK OF HYDERABAD
Overseas Branch,

Ashok Mabhal, Colaba,

Mumbai 400 005.

Ph No.: + 91-22-22820177

Fax No.: + 91-22-22851321

PUNJAB AND SIND BANK
International Banking Division
Dilwara Society, 8, M.K.Road,
Nariman Point,

Mumbai 400 021.

Ph No.: + 91-22-22029492
Fax No.: + 91-22-22045455

CORPORATION BANK
Overseas Branch,

Earnest House, First Floor,
NCPA Marg, Nariman Point,
Mumbai 400 021.

Ph No.: + 91-22-22886067
Fax No.: + 91-22-22851837

Website : www.corpbank.co.in

ANDHRA BANK

Opera House,

9/15, Mama Parmanand Marg,
Mumbai 400 004.

Ph No.: + 91-22-23676834
Fax No.: + 91-22-23694637

Website :www.andhrabank-india.com

EXPORT IMPORT BANK OF
INDIA

Floor 21, Centre One,

World Trade Centre Complex,
Cuffe Parade, Mumbai 400 005
Ph No.: + 91-22-22185272

Fax No.: + 91-22-22183238

Website : www.eximbankindia.com

DENA BANK

Industrial Finance Branch
Maker Tower ‘E’, 10" Floor,
Cuffe Parade,

Mumbai 400 005

STATE BANK OF INDIA
Diamond Branch,

Majestic Shopping Centre,
Girgaum, Mumbai 400 004
Ph No.: + 91-22-23891843

UCO BANK

Nariman Point Br.,
Mafatlal Centre, 1st Floor,
Nariman Point,

Mumbai — 400 021.
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Ph No.: + 91-22-2215 4317
Fax No.: + 91-22-2216 2035

Fax No.: + 91-22-23892165 Ph No.: + 91-22-22026449

Fax No.: + 91-22-22025338

BANK OF BARODA

Shivaji Park Branch,

Sweet Home,

Mahim, Mumbai 400 016.

Ph No.: +91-22-24452618

Fax No.: + 91-22-24449581

Website : www.bankofbaroda.com

Statement of Inter se Allocation of Responsibilities for the Issue

The following table sets forth the distribution of responsibility and coordination for various activities

among the BRLMs:

Activities

Responsibility

Coordination

Capital structuring with the relative components and formalities such as the type of
instruments etc.

I-SEC and Keynote

I-SEC

Due diligence of the Company’s operations/ management/ business plans/ legal
matters etc.

Drafting and design of the Prospectus and of the statutory advertisement including
the memorandum containing salient features of the Prospectus. The BRLMs shall
ensure compliance with the stipulated requirements and completion of prescribed
formalities with the Stock Exchanges, RoC and SEBI including finalization of the
Prospectus and the RoC filing.

I-SEC and Keynote

I-SEC

Drafting and approval of all publicity material other than statutory advertisements as
mentioned above including corporate advertisements, brochures etc.

I-SEC and Keynote

I-SEC

Appointment of other intermediaries i.e. Registrar to the Issue, printers, advertising
agency and Bankers to the Issue.

I-SEC and Keynote

Keynote

Institutional marketing of the Issue, which will cover inter alia, finalizing the list and
division of investors for one to one meetings and finalizing road show schedules and
investor meeting schedules.

I-SEC and Keynote

I-SEC

Domestic institutional marketing of the Issue, which will cover inter alia, finalizing
the list and division of investors for one to one meetings and finalizing road show
schedules and investor meeting schedules.

I-SEC and Keynote

I-SEC

Non Institutional and retail marketing of the Issue, which will include, inter alia:

Formulating marketing strategies, preparation of publicity budget;
Finalizing media and public relations strategy;

Finalizing centers for holding conferences for brokers;

Finalizing collection centers;

Follow-up on distribution of publicity and Issue materials, including form,
prospectus and deciding on the quantum of the Issue material;

Finalizing collection orders.

NS

N

I-SEC and Keynote

I-SEC

Appointment of Syndicate members

I-SEC and Keynote

Keynote

Managing the book, co-ordination with stock exchanges for book building software,
bidding terminals and stock trading and finalization of pricing and institutional
allocation in consultation with the Company.

I-SEC and Keynote

I-SEC

The post bidding activities including management of Escrow Accounts, coordination
of Non Institutional allocation, intimation of allocation and dispatch of refunds to
Bidders etc.

The post Issue activities will involve essential follow up steps, including finalization

Equity Shares, with the various agencies connected with the work such as the
Registrar to the Issue and Bankers to the Issue and the banks handling refund
business. The BRLMs shall be responsible for ensuring that these agencies fulfill
their functions and enable them to discharge this responsibility through suitable

of trading and dealing instruments and dispatch of certificates and demat delivery of

I-SEC and Keynote

I-SEC
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| agreements with the Company.

Credit Rating

As the Issue is of equity shares, credit rating is not required.

Trustees

As the Issue is of equity shares, the appointment of trustees is not required.

Monitoring of utilisation of funds
The Company has appointed Corporation Bank to monitor the utilization of funds on regular basis.

Book Building Process

The Book Building Process refers to the process of collection of Bids, on the basis of the Prospectus, within
the Price Band. The Issue Price is fixed after the Bid/Issue Closing Date.

The principal parties involved in the Book Building Process are:

1) the Company;
2) the Book Running Lead Managers;

3) the Syndicate Members who are intermediaries registered with SEBI or registered as brokers with
BSE/NSE and eligible to act as underwriters. Syndicate Members are appointed by the BRLMs;
and

4) the Registrar to the Issue.

The Issue is being made through the 100% Book Building Process where up to 50% of the Net Issue to the
public shall be allocated on a proportionate basis to Qualified Institutional Buyers (“QIBs”). 5% of the QIB
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 on a proportionate basis to all QIBs, including Mutual
Funds, subject to valid Bids being received at or above the Issue Price. Further, at least 15% of the Net
Issue to the public shall be available for allocation on a proportionate basis to Non-Institutional Bidders and
at least 35% of the Net Issue to the public shall be available for allocation on a proportionate basis to Retail
Individual Bidders, subject to valid Bids being received at or above the Issue Price. Further, 150,000
Equity Shares shall be available for allocation on a proportionate basis to the permanent Employees and
Directors of the Company who are Indian nationals and based in India, subject to valid Bids being received
at or above the Issue Price.

QIBs are not allowed to withdraw their Bid(s) after the Bid/Issue Closing Date. In addition, as per recent
amendments to the SEBI Guidelines, QIBs are required to pay 10% Margin Amount upon submission of
their Bid and allocation to QIBs will be on a proportionate basis. For further details, please refer to the
“Terms of the Issue” on page 255 of this Prospectus.

The Company shall comply with guidelines issued by SEBI for this Issue. In this regard, the Company has
appointed ICICI Securities Limited and Keynote Corporate Services Limited as the BRLMs to manage the
Issue and to procure subscription to the Issue.

Illustration of Book Building and Price Discovery Process

(Investors may note that this illustration is solely for the purpose of easy understanding and is not specific
to the Issue.)

Bidders can bid at any price within the price band. For instance, assuming a price band of Rs.40 to Rs.48
per share, issue size of 6,000 equity shares and receipt of nine bids from bidders, details of which are shown
in the table below, the illustrative book would be as below. A graphical representation of the consolidated
demand and price would be made available at the bidding centers during the bidding period. The illustrative
book as shown below indicates the demand for the shares of the company at various prices and is collated
from bids from various investors.
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Number of equity shares bid for Bid Price (Rs.) Cumulative equity shares bid Subscription

500 48 500 8.33%
700 47 1,200 20.00%
1,000 46 2,200 36.67%
400 45 2,600 43.33%
500 44 3,100 51.67%
200 43 3,300 55.00%
2,800 42 6,100 101.67%
800 41 6,900 115.00%
1,200 40 8,100 135.00%

The price discovery is a function of demand at various prices. The highest price at which the issuer is able
to issue the desired quantum of shares is the price at which the book cuts off i.e. Rs.42 in the above
example. The issuer, in consultation with the BRLMs will finalize the issue price at or below such cut-off
price i.e. at or below Rs.42. All bids at or above this issue price and cut-off bids are valid bids and are
considered for allocation in respective category.

The process of Book Building under the SEBI Guidelines is relatively new and is subject to change
from time to time. Accordingly, investors are advised to make their own judgment about investment

through this process prior to making a Bid or Application in the Issue.

Steps to be taken for Bidding:

1. Check eligibility for making a Bid (see “Issue Procedure- Who Can Bid” on page 258 of this
Prospectus);

2. Ensure that the Bidder has a demat account and the demat account details are correctly mentioned
in the Bid cum Application Form;

3. If your Bid is for Rs.50,000 or more, ensure that you have mentioned your PAN and attached

copies of your PAN to the Bid cum Application Form (see “Issue Procedure- PAN or GIR
Number” on page 274 of this Prospectus); and

4. Ensure that the Bid cum Application Form is duly completed as per instructions given in this
Prospectus and in the Bid cum Application Form.

Withdrawal of the Issue

The Company, in consultation with the BRLMs, reserves the right not to proceed with the Issue at anytime
after the Issue opening date but before Allotment, without assigning any reason therefore.

Bid/Issue Programme

Bidding Period / Issue Period

BID /ISSUE OPENED ON Thursday, February 16, 2006
BID / ISSUE CLOSED ON Tuesday , February 21, 2006

Bids and any revision in Bids shall be accepted only between 10 a.m. and 3 p.m. (Indian Standard Time)
during the Bidding Period/Issue Period as mentioned above at the bidding centres mentioned on the Bid
cum Application Form except that on the Bid Closing Date, the Bids shall be accepted between 10 a.m.
and 3 p.m. (Indian Standard Time) and uploaded till such time as permitted by the BSE and NSE.

The Company reserves the right to revise the Price Band during the Bidding Period/Issue Period in
accordance with SEBI Guidelines. The cap on the Price Band should not be more than 20% of the floor of
the Price Band. Subject to compliance with the immediately preceding sentence, the floor of the Price Band
can move up or down to the extent of 20% of the floor of the Price Band disclosed in the Prospectus.

In case of revision in the Price Band, the Bidding Period/Issue Period will be extended for three
additional working days after revision of Price Band subject to the Bidding Period/Issue Period not
exceeding 10 working days. Any revision in the Price Band and the revised Bidding Period/Issue
Period, if applicable, will be widely disseminated by notification to BSE and NSE, by issuing a press
release, and also by indicating the change on the website of the BRLMs and at the terminals of the
Syndicate.
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Underwriting Agreement

The company has entered into an Underewriting Agreement with the Underwriters for the Equity Shares
proposed to be issued through this Issue. It is proposed that pursuant to the terms of the Underwriting
Agreement, the BRLMs shall be responsible for bringing in the amount devolved in the event that the
Syndicate Members do not fulfill their underwriting obligations. Pursuant to the terms of the Underwriting
Agreement, the obligations of the Underwriters are several and are subject to certain conditions, as specified
therein.

The Underwriters have indicated their intention to underwrite the following number of Equity Shares:

Indicative Number of
Equity Shares to be
Name and Address of the Underwriters Underwritten (Rs.)

Amount Underwritten

ICICI Securities Limited 12,749,900 2,486,230,500
ICICI Centre

H.T. Parekh Marg, Churchgate
Mumbai 400 020

Tel: + 91 22 2288 2460

Fax: + 91 22 2283 6580
E-mail:gitanjali_ipo@isecltd.com

Keynote Corporate Services Limited 4,249,900 828,730,500
307, Regent Chambers

Nariman Point

Mumbai 400 021

Tel : +91 22 2202 5230

Fax: +91 22 2283 5467

Email: gitanjali_ipo @keynoteindia.net

Syndicate Members

ICICI Brokerage Services Limited 100 19,500
ICICI Centre

H.T. Parekh Marg, Churchgate
Mumbai 400 020

Tel: + 91 22 2288 2460

Fax: + 91 22 2283 7045

E-mail: gitanjali_ipo@isecltd.com

Keynote Capitals Limited 100 19,500
301, Regent Chambers

Nariman Point

Mumbai 400 021

Tel : 491 22 2202 5230

Fax: +91 22 2283 5467

Email: gitanjali_ipo@keynoteindia.net

The amounts mentioned above are indicative and this would be finalized after determination of Issue Price
and actual allocation of the Equity Shares. The Underwriting Agreement is dated February 24, 2006.

In the opinion of the BRLMs, the resources of the Underwriters are sufficient to enable them to discharge
their respective underwriting obligations in full. All the above-mentioned Underwriters are registered with
SEBI under Section 12(1) of the SEBI Act or registered as brokers with the stock exchanges.

Allocation among the Underwriters may not necessarily be in proportion to their underwriting
commitments. Notwithstanding the above table, the Underwriters shall be severally responsible for ensuring
payment with respect to the Equity Shares allocated to investors procured by them. In the event of any
default, the respective Underwriter in addition to other obligations to be defined in the Underwriting
Agreement, will also be required to procure/ subscribe to the extent of the defaulted amount.
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As per recent amendments to the SEBI Guidelines, allocation to QIBs is proportionate as per the terms of
this Prospectus. 5% of the QIB Portion shall be available for allocation to Mutual Funds. Mutual Funds
participating in the 5% reservation in the QIB Portion will also be eligible for allocation in the remaining
QIB Portion.
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CAPITAL STRUCTURE

The share capital of the Company as at the date of the Prospectus is set forth below:

(Rs. in Millions)

Aggregate Aggregate
nominal Value at
value Issue Price,
except per
share data
A. Authorized Capital”
70,000,000 Equity Shares of Rs.10 each 700.00
500,000 Redeemable Preference Shares of Rs.100 each 50.00
B. Issued, Subscribed and Paid Up Share Capital before the Issue
41,998,495 Equity Shares of Rs.10 each® 419.98
C. Present Issue in terms of this Prospectus
Issue of 17,000,000 Equity Shares of Rs.10 each 170.00 3,315.00
Out of the above:
(i) Employee Reservation Portion
150,000 Equity Shares of Rs10 each 1.50 292.50
(ii) Net Issue to the Public
16,850,000 Equity Shares of Rs10 each 168.50 3022.50
D) Equity Capital after the Issue
58,998,495 Equity Shares of Rs. 10 each fully paid up shares 589.98
E) SHARE PREMIUM ACCOUNT
Before the Issue 580.62
After the Issue 3,725.62

1)

(2)

At the time of incorporation, the Company’s authorized share capital was Rs.200,000, divided into 20,000 Equity Shares of
Rs.10 each. Pursuant to a shareholders’ resolution dated June 20, 1987, the Company’s authorized share capital was
further increased to Rs.7,000,000, divided into 700,000 Equity Shares of Rs.10 each. The Company’s authorized share
capital was further increased to Rs.9,950,000, divided into 990,000 Equity Shares of Rs.10 each and 5000 preference
shares of Rs.10/- each pursuant to a shareholders’ resolution dated January 8, 1991. The Company’s authorized share
capital was further increased to Rs.30,000,000, divided into 2,995,000 Equity Shares of Rs.10 each and 5000 preference
shares of Rs.10/- each pursuant to a shareholders’ resolution dated March 21,1992. 5000 preference shares of Rs.10/- each
were re-classified as 5000 Equity Shares of Rs.10/- each pursuant to a shareholders’ resolution dated June 8,1993. The
Company’s authorized share capital was further increased to Rs.150,000,000, divided into 15,000,000 Equity Shares of
Rs.10 each pursuant to a shareholders’ resolution dated July 20, 1994. The Company’s authorized share capital was further
increased to Rs.250,000,000, divided into 25,000,000 Equity Shares of Rs.10 each pursuant to a shareholders’ resolution
dated November 25, 1994. The Company’s authorized share capital was further increased to Rs.750,000,000 divided into
50,000,000 Equity Shares of Rs.10 each and 2,500,000 Redeemable preference shares of Rs.100/- each pursuant to a
shareholders’ resolution dated March 30, 1999. The Company’s authorized share capital was re-classified as 70,000,000
equity shares of Rs.10/- each and 500,000 redeemable preference shares of Rs.100/- each pursuant to shareholder’s
resolution dated September 30, 2005.

Pursuant to order of the High Court of Judicature at Bombay dated September 30, 2005, for merger of Gemplus Jewellery
India Limited, Prism Jewellery Private Limited and Giantti Jewels Private Limited with the Company. Shareholders of
Gemplus Jewellery India Limited received 1 (One) equity share of the Company for everyl (one) equity shares held by
them in Gemplus Jewellery India Limited, shareholders of Prism Jewellery Private Limited received 1 (One) equity share
of the Company for every 50 (Fifty) equity share held by them in Prism Jewellery Private Limited and Shareholders of
Giantti Jewels Private Limited received 1 (One) equity share of the Company for every 50 (Fifty) equity share held by
them in Giantti Jewels Private Limited.
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Notes to the Capital Structure

1. Share Capital History of the Company:

The following is the history of the equity share capital of the Company:

Date of allotment
of the Equity
Shares

No.
Equity
Shares

of Face
Value

(Rs.)

Issue
Price
(Rs.)

Nature of
Payment

Reasons for

allotment

Cumulative
Paid-up
Capital
(Rs.)

Securities
Premium
Account
(Rs.)

21.08.1986

20,000 10

10

Cash

Subscriber

2,00,000

0

10.07.1987

480,000 10

10

Cash

Further Issue

50,00,000

09.01.1991

250,000 10

10

Cash

Further Issue

75,00,000

22.06.1993

2,250,000 10

NIL

Nil

Bonus

3,00,00,000

16.08.1994

7,000,000 10

NIL

Nil

Bonus

10,00,00,000

31.03.1999

20,000,000 10

NIL

Nil

Bonus

30,00,00,000

29.03.2003

10,000 10

71.55

Cash

Further Issue

30,01,00,000

15,514

14.10.2005

9,988,495 10

10

Consideration
other than
cash

Issued and allotted
for consideration
other than cash to the
shareholders of
Gemplus Jewellery
India Limited, Prism
Jewellery Private
Limited and Giantti
Jewels Private
Limited pursuant to
the scheme of
amalgamation
sanctioned by the
High Court of
Judicature at
Bombay by its order
dated September 30,
2005.

39,99,84,950

[=] [e)} [=]) (] (o) [ fe]

25.10.2005

2,000,000 10

300

NIL

Conversion of fully
convertible
debentures pursuant
to agreement dated
September 22, 2005.

41,99,84,950

58,06,15,514

2. Promoters’ Contribution and Lock-in

All Equity Shares, which are being locked-in are not ineligible for computation of promoter’s contribution
and lock-in under Clause 4.6 of the SEBI Guidelines

Pursuant to the SEBI Guidelines, an aggregate of 20% of the shareholding of the Company’s Promoter (Mr.
Mehul C. Choksi) shall be locked up for a period of three years from the date of Allotment in the Issue. The
details of such lock-in are given below:

Date of  Allotment/|Nature of Consideration|No. of(Face |(Issue Percentage of Post-|Lock-in
Acquisition and when|(Cash, bonus, kind, etc.) |shares Value (Price/Purchase Issue paid-up|Period in
made fully paid-up (Rs.) |Price (Rs.) capital years
Pursuant to the scheme of| 182.291 10 10 0.31 3

14.10.2005 amalgamation ’

10 10 0.03 3
21.04.2005 Cash 20,001

10 NIL 19.66 3
31.03.1999 Bonus 11,597,407
Total 11,799,699 20.00

In terms of clause 4.14.1 of the SEBI Guidelines, in addition to 20% of post-Issue shareholding of the
Company held by the Promoters for three years, as specified above, the entire pre-Issue issued equity share
capital of the Company (30,198,796 Equity Shares) will be locked in for a period of one year from the date
of Allotment in this Issue.

Mr. Mehul C. Choksi has provided his written consent for inclusion of shares under the promoter’s

contribution.
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Details of Shares held by Promoter and Promoter Group Locked in for 1 year

Date when No. of
Date of made fully Equity Face Issue/Acquisition Lock-in
Name Allotment/Acquisition | paid up Consideration Shares value Price Period
Promoter
Mehul C Choksi 21.08.1986 21.08.1986 Cash 7,900 10 10
09.05.1987 09.05.1987 Cash 4,000 10 10
10.07.1987 10.07.1987 Cash 480,000 10 10
09.01.1991 09.01.1991 Cash 250,000 10 10
22.06.1993 22.06.1993 Bonus 2,225,700 10 Nil
16.08.1994 16.08.1994 Bonus 6,924,400 10 Nil
31.03.1999 31.03.1999 Bonus 19,784,000 10 Nil
21.04.2005 21.04.2005 Cash 20,001 10 10
14.10.2005 14.10.2005 Other than cash 182,291 10 10
Total 29,878,292 1 YEAR
Promoter Group
Priti M Choksi 30.11.1992 30.11.1992 Cash 4,000 10 10
22.06.1993 22.06.1993 Bonus 12,000 10 Nil
16.08.1994 16.08.1994 Bonus 37,333 10 Nil
31.03.1999 31.03.1999 Bonus 106,666 10 Nil
14.10.2005 14.10.2005 Other than cash 120,398 10 10
07.12.2005 07.12.2005 Cash 202,680 10 10
Total 483,077 1 YEAR
Guniyal C Choksi 05.05.1993 05.05.1993 Cash 40 10 10
22.06.1993 22.06.1993 Bonus 120 10 Nil
16.08.1994 16.08.1994 Bonus 373 10 Nil
31.03.1999 31.03.1999 Bonus 1,066 10 Nil
14.10.2005 14.10.2005 Other than cash 5,952 10 10
Total 7,551 1 YEAR
Digico Holdings
Limited 29.03.2003 29.03.2003 Cash 10,000 10 71.55
Total 10,000 1 YEAR
Priyanka Gems Private
Limited 14.10.2005 14.10.2005 Other than cash 2,056,548 10 10
Total 2,056,548 1 YEAR
Partha Gems Private
Limited 14.10.2005 14.10.2005 Other than cash 2,068,452 10 10
Total 2,068,452 1 YEAR
Rohan Diamonds
Private Limited 14.10.2005 14.10.2005 Other than cash 1,974,226 10 10
Total 1,974,226 1 YEAR
Mozart Investments
Private Limited 14.10.2005 14.10.2005 Other than cash 651,262 10 10
Total 651,262 1 YEAR

In terms of Clause 4.16.1(a) of the SEBI Guidelines, the Equity Shares held by persons other than the
Promoters prior to the Offer may be transferred to any other person holding the Equity Shares which are
locked-in as per Clause 4.14 of the SEBI Guidelines, subject to continuation of the lock-in in the hands of
the transferees for the remaining period and compliance with SEBI (Substantial Acquisition of Shares and
Takeovers) Regulations, 1997, as applicable. Further, in terms of clause 4.16(b) of the SEBI Guidelines,
Equity Shares held by the Promoters may be transferred to and among the Promoter group or to a new
promoter or persons in control of the Company subject to continuation of the lock-in in the hands of the
transferees for the remaining period and compliance with SEBI (Substantial Acquisition of Shares and

Takeover) Regulations, 1997, as applicable.
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Locked-in Equity Shares held by the Promoters can be pledged with banks or financial institutions as

collateral security for loans granted by such banks or financial institutions.
3. Shareholding pattern of the Company

The table below presents our shareholding pattern before and after the proposed Issue

Pre-Issue Post-Issue

Shareholding Pattern Number % Number %
Promoters
Mehul C. Choksi 29878292 | 7114 | 29.878292 >0.64
Sub Total 29,878,202 71.14 29,878,292 50.64
Promoter Group
Priti M. Choksi 483,077 1.15 | 483,077 0.82
Guniyal C. Choksi 7,551 0.02 | 7,551 0.01
Priyanka Gems Private Limited 2,056,548 4.90 | 2,056,548 3.49
Partha Gems Private Limited 2,068,452 493 | 2,068,452 3.51
Rohan Diamonds Private Limited 1,974,226 470 | 1,974,226 3.35
Mozart Investments Private Limited 651,262 1.55 | 651,262 1.10
Digico Holdings Limited 10,000 0.02 | 10,000 0.02
Sub Total 7,251,116 17.27 | 7,251,116 12.29
Persons Acting in Concert (PAC)
Sharad Mehta 20 0.00 | 20 0.00
Nishit Mehta 1200 0.00 | 1200 0.00
Sudhir A. Mehta 1,200 0.00 | 1,200 0.00
Trans Exim Limited 866,667 2.06 | 866,667 1.47
Nihar Trading Private Limited 2,000,000 4.76 | 2,000,000 3.39
Sub Total 2,869,087 6.83 | 2,869,087 4.86
Total Promoter, Promoter Group and PAC holdings 39,998,495 95.24 39,998,495 67.80
Bennett Coleman & Co. Ltd. 2,000,000 4.76 | 2,000,000 3.39
Total pre issue share capital 41,998,495 100 | 41,998,495 71.19
Public ( Pursuant to the Issue) 17,000,000 28.81
Total Post Issue Capital 58,998,495 100
4. The Company, the Directors and the BRLMs have not entered into any buy-back and/or standby

arrangements for the purchase of Equity Shares from any person.
5. In case of over-subscription in all categories, up to 50% of the Net Issue shall be available for

allocation on a proportionate basis to Qualified Institutional Buyers, at least 15% of the Net Issue
shall be available for allocation on a proportionate basis to Non Institutional Bidders and at least
35% of the Net Issue shall be available for allocation on a proportionate basis to Retail Individual
Bidders, subject to valid Bids being received at or above the Issue Price. Under-subscription, if
any, in the Retail or Non Institutional categories would be met with spill over from other
categories or combination of categories at the sole discretion of the Company in consultation with
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the BRLMs. From the existing QIB Portion, 5% of the QIB Portion shall be available for
allocation to Mutual Funds. Mutual Funds participating in the 5% share in the QIB Portion will
also be eligible for allocation in the remaining QIB Portion.

6. The list of top ten shareholders of the Company and the number of Equity Shares held by them is
as under:

(a) The top ten shareholders of the Company as on the date of the Prospectus are as follows

S1 Shareholder Face Value No. Of Shares Held

1 Mehul C. Choksi 10 2,98,78,292

2 Nihar Trading Private Limited 10 2,000,000

3 Partha Gems Private Limited 10 2,068,452

4 Priyanka Gems Private Limited 10 2.056,548

5 Bennett, Coleman & Co. Limited 10 2,000,000

6 Rohan Diamonds Private Limited 10 1,974,226

7 Trans Exim Limited 10 866,667

8 Mozart Investments Private Limited 10 651,262

9 Priti M. Choksi 10 483,077

10 Digico Holdings Limited 10 10,000

(b) The top ten shareholders of the Company as of two years prior to the date of the Prospectus are as
follows :

S1 Shareholder Face Value No. Of Shares Held

1. Mehul C. Choksi 10 29,676,000

2. Priti M. Choksi 10 159,999

3. Nirav Modi 10 140,001

4. Pravin C. Mehta 10 20,001

5. Digico Holdings Limited 10 10,000

6. Guniyal C. Choksi 10 1,599

7. Sudhir A. Mehta 10 1,200

8. Nishit Mehta 10 1,200

(©) The top ten shareholders of the Company as on ten days prior to date of the Prospectus are as
follows:

S1 Shareholder Face Value No. Of Shares Held

1 Mehul C. Choksi 10 2,98,78,292

2 Nihar Trading Private Limited 10 2,000,000

3 Partha Gems Private Limited 10 2,068,452

4 Priyanka Gems Private Limited 10 2.056,548

5 Bennett, Coleman & Co. Limited 10 2,000,000

6 Rohan Diamonds Private Limited 10 1,974,226

7 Trans Exim Limited 10 866,667

8 Mozart Investments Private Limited 10 651,262

9 Priti M. Choksi 10 483,077

10 Digico Holdings Limited 10 10,000

7. The Directors, the Promoters, or the Promoter Group have not purchased or sold any securities of
the Company, during a period of six months preceding the date of filing this Prospectus with SEBI
except as stated below.

Transferor Transferee | Date on which Equity Number of Par value | Nature of Purchase/ Sale
Shares purchased or sold Equity Shares (Rs.) payment Price (Rs.)

Nihar Trading Priti M. December 7, 2005 202,680 10 Cash 10

Private Limited Choksi

8. We have not granted any options or issued any shares under any employee stock option or
employee stock purchase scheme

9. An investor cannot make a Bid for more than the number of Equity Shares offered through the

Issue, subject to the maximum limit of investment prescribed under relevant laws applicable to
each category of investor.
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10.

11.

12.

13.

14.

15.

16.

17.

18.

19.

There will be no further issue of capital whether by way of issue of bonus shares, preferential
allotment, rights issue or in any other manner during the period commencing from submission of
this Prospectus with SEBI until the Equity Shares to be issued pursuant to the Issue have been
listed.

The Company does not intend or propose to alter its capital structure for a period of six months
from the date of opening of the Issue, by way of split or consolidation of the denomination of
Equity Shares or further issue of Equity Shares (including the issue of securities convertible into or
exchangeable, directly or indirectly for Equity Shares) whether preferential or otherwise except
that if we enter into acquisitions or joint ventures, we may, subject to necessary approvals,
consider raising additional capital solely to fund such activity or use Equity Shares as currency
solely for acquisition or participation in such joint ventures. Also, the Company has agreed with
the BRLMs that for a period of 180 days commencing from the date of listing of the Equity Shares
allotted pursuant to this Offer, the Company shall not, and shall not announce any intention to,
without the prior written consent of the BRLMs on behalf of the Underwriters, directly or
indirectly, (1) issue, offer for sale, sell, pledge or otherwise dispose of (or enter into any
transaction or device that is designed to, or could be expected to, result in the disposition by any
person at any time in the future of) any equity or equity-linked securities of the Company or (2)
enter into any swap or other derivatives transaction that transfers to another, in whole or in part,
any of the economic benefits or risks of ownership of such securities, whether any such transaction
described in (1) and (2) herein is to be settled by delivery of any securities of the Company, in cash
or otherwise. However, the restriction contained in the preceding sentence shall not apply to the
pledge of securities of the Company for availing of financial facilities from banks/ financial
institutions as may be permitted by relevant SEBI guidelines.

There shall be only one denomination of the Equity Shares, unless otherwise permitted by law. We
shall comply with such disclosure and accounting norms as may be specified by SEBI from time to
time.

As on the date of the Prospectus, the total number of holders of Equity Shares was 14.
The Company has not raised any bridge loans against the proceeds of the Issue.

Except as disclosed in this Prospectus, we have not issued any Equity Shares out of revaluation
reserves or for consideration other than cash except for the bonus equity shares issued out of free
reserves.

There are no outstanding warrants, options or rights to convert debentures, loans or other
instruments into the Equity Shares.

The Equity Shares held by the Promoters are not subject to any pledge.

Only permanent employees and directors of the Company who are Indian nationals and are based
in India, (“Eligible Employees”), will be eligible to apply in this Issue under the Employee
Reservation Portion on a competitive basis. Persons who are not an Eligible Employees are not
eligible to participate in the Employee Reservation Portion. Bids by Eligible Employees can also
be made in the “Net Issue” to the public and such Bids shall not be treated as multiple Bids. If the
aggregate demand in the Employee Reservation Portion is greater than 150,000 Equity Shares at or
above the Issue Price, allocation shall be made on a proportionate basis subject to a maximum
Allotment to any Employee of 10,000 Equity Shares. The unsubscribed portion, if any, from the
Equity Shares in the Employee Reservation Portion will be treated as part of the Net Issue and
Allotment shall be made in accordance with the description in the section entitled “Issue
Procedure” beginning at page 258 of this Prospectus.

Except as disclosed in this Prospectus, none of the Company’s Directors and key managerial
personnel holds any Equity Shares.
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OBJECTS OF THE ISSUE

The objects of the Issue are to achieve the benefits of listing on the Stock Exchanges and to raise capital.
We believe that listing will enhance the Company’s brand image and provide liquidity to the Company’s
existing shareholders. Listing will also provide a public market for the Equity Shares in India.

The net proceeds of the Issue after deducting all Issue related expenses is Rs. 3,131.2 million. The Issue
Amount will be determined based on the Issue Price discovered through the Book Building Process.

The Company intends to use the net proceeds of the Issue for the following purposes:

1. Investment in subsidiaries, joint ventures and associate companies;

2. Capital expenditure for expansion of retail operations;

3. Setting up a diamond manufacturing facility at the proposed Gems and Jewellery Special
Economic Zone at Hyderabad;

4. Setting up a jewellery manufacturing facility at the proposed Gems and Jewellery Special

Economic Zone at Hyderabad;

Setting up of an additional jewellery manufacturing facility at Andheri, Mumbai;

Expansion of the existing jewellery manufacturing facility at SEEPZ area, Mumbai;

Working capital purposes;

Future acquisitions and general corporate purposes and

Meeting Issue Expenses

XN

In case of any shortfall / cost overrun, we intend to meet our estimated expenditure from our internal
accruals and/or loans that may be availed from banks/financial institutions.

The main objects clause and objects incidental or ancillary to the main objects clause of the Memorandum
of Association enable the Company to undertake its existing activities and the activities for which funds are

being raised by the Company through the Issue.

The details of the proceeds of the Issue are summarized in the table below:

(Rs. millions)

Gross proceeds of the Issue 3,315.0
Issue related expenses 200.3
Net proceeds of the Issue 3,114.7

The following table summarizes the proposed use of the net proceeds of the Issue:

Particulars Amount

(Rs. millions)

Investment in subsidiaries, joint ventures and associate companies 1,852.00
Capital expenditure for expansion of retail operations 67.20
Setting up of a diamond manufacturing facility at the Gems and Jewellery Special Economic Zone at Hyderabad 210.00
Setting up of a jewellery manufacturing facility at the Gems and Jewellery Special Economic Zone at Hyderabad 242.50
Setting up of an additional jewellery manufacturing facility at Andheri, Mumbai 232.50
Expanding jewellery manufacturing facility and setting up of diamond manufacturing facility at SEEPZ, Mumbai 247.50
Working capital purposes 1272.90
Future acquisitions and general corporate purposes 390.10
Issue expenses 200.30
Total 3315.0

The requirement of funds is proposed to be financed as provided below:

Particulars Amount %
(Rs. Million)

Net proceeds of the Issue 3,114.7 69.0

Internal accruals 1,400 31.0

Total 4,514.7 100.00
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1. Investment in Subsidiaries, joint ventures and associate companies

The Company proposes to make certain investments in its subsidiaries, joint ventures and associate
companies to fund the establishment of operations of and/or the expansion of existing operations of such
companies. The Company proposes to make the following investments in its subsidiaries, joint ventures and
associate companies. These investments will aid the Company to expand its retail presence and also
establish its manufacturing facility at Hyderabad

Particulars Amount

(Rs. millions)
Fantasy Diamond Cuts Private Limited 750.00
D’Damas Jewellery (India) Private Limited 500.00
Brightest Circle Jewellery Private Limited 102.00
Hyderabad Gems SEZ Limited 500.00
Total 1,852.00

Fantasy Diamond Cuts Private Limited

Fantasy Diamond Cuts Private Limited became a 99.04 % subsidiary of the Company with effect from
October 5, 2005. Fantasy Diamond Cuts Private Limited proposes to set up retail outlets in medium and
smaller cities in India. These outlets are expected to be of an area ranging from 1,200 to 1,500 square feet.
These outlets will primarily sell our diamond and other jewellery products. The board of directors of
Fantasy Diamond Cuts Private Limited has on October 5, 2005 approved a business plan relating to the
proposed retail operations. The total funding requirement for these proposed retail operations are estimated
at Rs.750 million. The Company proposes to invest Rs.750.00 million in Fantasy Diamond Cuts Private
Limited for use in these proposed retail operations in the form of either debt or additional equity.

D’Damas Jewellery (India) Private Limited

D’Damas Jewellery (India) Private Limited is a 50% joint venture of the Company with Damas Jewellery
LLC, a jewellery company based in the U.A.E. D’Damas Jewellery (India) Private Limited proposes to
expand its retail operations through exclusive stand alone stores as well as outlets in host stores such as
large department stores and shopping malls in major metropolitan areas and large cities and towns in India.
It also proposes to expand its franchisee and distributor network. The board of directors of D’Damas
Jewellery (India) Private Limited has on November 14, 2005 approved a business plan relating to such
proposed expansion of its retail operations. The Company proposes to invest Rs.500.00 million in
D’Damas Jewellery (India) Private Limited for use in the proposed expansion of its retail operations in the
form of either debt or additional equity.

Brightest Circle Jewellery Private Limited

The Company has a 33.34% equity interest in Brightest Circle Jewellery Private Limited, which is a joint
venture among the Company and two other DTC sightholders in India, and is primarily engaged in the
manufacture, marketing and sales of diamond studded jewellery under the brand name Nakshatra. The
Nakshatra brand name is owned by the DTC and Brightest Circle Jewellery Private Limited has been
permitted by DTC to use the Nakshatra brand in connection with the sale of its diamond jewellery products.
Brightest Circle Jewellery Private Limited proposes to expand its retail operations and also proposes to
expand its distributor network. The board of directors of Brightest Circle Jewellery Private Limited has on
October 5, 2005 approved a business plan relating to such proposed expansion of its retail operations. The
Company proposes to invest Rs.102.00 million in Brightest Circle Jewellery Private Limited for use in the
proposed expansion of its retail operations in the form of either debt or additional equity.

Hyderabad Gems SEZ Limited

Hyderabad Gems SEZ Limited, a wholly owned subsidiary of the Company was incorporated as Hyderabad
Gems Special Economic Zone Limited on December 21, 2004. The company’s name was changed to
Hyderabad Gems SEZ Limited on December 2, 2005. Hyderabad Gems SEZ Limited has been established
to undertake the development of the Gems and Jewellery Special Economic Zone at Hyderabad pursuant to
an agreement with the government of the state of Andhra Pradesh.
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By its order dated July 6, 2005, the government of the state of Andhra Pradesh has directed for allotment of
200 acres of land to the Company in three phases of 75 acres each in the first two phases and 50 acres in the
third phase, for the development of a Gems and Jewellery Special Economic Zone at Hyderabad. The
government of the state of Andhra Pradesh has already allotted 75 acres of land in the first phase to the
Company. The title to the land is proposed to be transferred to Hyderabad Gems SEZ Limitedwhich would
undertake the development of such land for purposes of establishing the Gems and Jewellery Special
Economic Zone. The aggregate cost for the acquisition of the land is Rs.100 million of which Rs.37.50
million has been paid by the Company as of September 30, 2005 as an advance to the government of
Andhra Pradesh. The developed land will be leased out to other gems and jewellery companies for setting
up their operations. The estimated cost for the development of Gems and Jewellery Special Economic Zone
is expected to be Rs. 400 million. The development of the Gems and Jewellery Special Economic Zone is
expected to be executed in phases through fiscal 2008. The Company proposes to invest Rs. 500.00 million
in Hyderabad Gems SEZ Limited.

2. Capital Expenditure for Expansion of Retail Operations

We propose to expand our retail operations for the sale of our jewellery products sold under the brand Asmi
that is owned by DTC.

The aggregate estimated cost for the proposed expansion of our retail operations is as follows:

Particulars Amount
(Rs. million)

Setting up of exclusive retail outlets for the Asmi line of branded jewellery 37.20

Setting up of brand zones and distributor network for the Asmi line of branded jewellery 30.00

Total 67.20

Setting up of exclusive retail outlets for the Asmi line of branded jewellery

The Company proposes to set up exclusive retail outlets for the Asmi line of branded jewellery. Such
exclusive retail outlets are expected to be of an area ranging between 700 square feet and 900 square feet
and will exclusively sell the Asmi line of branded jewellery. The Company proposes to establish ten such
exclusive retail outlets for the Asmi line of branded jewellery. The Company is in the process of
identifying locations for setting up these proposed exclusive retail stores. The estimated average cost of
setting up each such store is illustrated in the following table:

Particulars Cost per outlet
(Rs.)

Rent deposit (estimated as 11 months deposit with rent at the rate of Rs.150 per square foot per month) 1,100,000
Developing of interior of the retail outlets including flooring, plastering of walls,

ceilings and partition work (estimated at Rs.1,288 per square foot) 803,300
Air-conditioning (estimated at Rs.30,000 per air conditioner for three machines) 90,000
Electrical work 188,100
Furniture and fagade work 1,101,250
CC TV with recording facilities 240,000
Burglar alarms 30,000
Strong room safe 15,000
Strong room with door 30,000
RCC strong room construction (estimated at Rs. 350 per square foot for 150 square feet) 52,500
Telecommunication systems 70,000
Total 3,720,150
Total cost for 10 such outlets 37,201,500

The estimates have been arrived based on a quotation provided by Mr. Amar Rajadhyaksha, interior
designer, for the purpose of setting up such stores on a turn-key contract basis.

Setting up of brand zones and distribution network
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The Company proposes to have 100 brand zones which would display the Asmi branded jewellery lines
located in host stores such as jewellery shops, shopping malls and department stores. Setting up such brand
zones will involve costs for furniture and fixtures, security systems, computer systems, as well as weighing
and assaying devices. The average cost of setting up each such brand zone including setting up of
distribution network to service these brand zones is estimated at Rs.0.3 million per brand zone.
Accordingly, the aggregate cost of setting up such brand zones will be Rs.30 million.

The following table illustrates the schedule of implementation proposed for setting up of retail operations
for branded jewellery:

Rs. Million
Particulars Feb 06 — Sep 06 Oct 06 - Mar 07 Apr 07 - Sep 07 Oct 07 - Mar 08 Total
Setting up of exclusive 11.16 11.16 11.16 3.72 37.20
outlets for Asmi
Setting up of brand zones and 9.00 12.00 9.00 - 30.00
distribution network for Asmi
Total 20.16 23.16 20.16 3.72 67.20

3. Development of Diamond Processing Factory at GJSEZ, Hyderabad
The Company proposes to set up diamond processing facilities to the proposed GJISEZ in Hyderabad.

The factory would have facilities for sawing, brutting, polishing, assortment of diamonds, quality control
department, strong rooms, maintenance rooms for equipment and administrative offices. The size of the plot
where the factory would be constructed is 50,000 square feet and the construction area is expected to be
around 80,000 square feet. Furnishing and electrical installation and Air conditioning would be carried out
on an area of around 64,000 square feet after exclusing area for staircase, lobby etc.

The following table illustrates the break up of costs for construction of the diamond processing facility

Particulars Amount (Rs. Million)
Land use rights 7.5
(Rs. 150 per square feet for 50,000 square feet)

Construction of factory / Office 80.0
(Rs. 1000 per square feet for 80,000 square feet)

Furniture and fixtures including electrical installation 64.0
(Rs. 1000 per square feet for 64,000 square feet)

Factory machinery and equipment 55.58
Pre-operating expenses 2.92
Total 210.0

The above estimates have been obtained from a quotation given by Barve S.R & Associates on October 20,
2005 for the construction of the diamond processing factory

The Company has received quotations for the plant and machinery equipment and other diamond
processing equipment. The following table illustrates the estimated cost of each of the equipments based on
the quotations received from Sunil Enterprises, Mumbai on October 20, 2005. The cost of the laser
machines is based on the quotations received from Quantronix Corporation, New York, USA on October
28, 2005. The quotation for sawing machines was obtained from B.K & Co. on October 29, 2005.

Item Description Quantity ?;t:)/l)lece ’(I'I;)St)a I Cost
Rough Assortment* Loups, Scales, Sieves etc. 500,000
Distribution (Main)* Twezzers, Scales,Lamps etc. 500,000
Sawing Department Sawing machines 750 11,000 8,250,000
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Bruting

Table Smoothing

Bottom Assortment*

Bottom

Top Assortment*

Top

Polished Assortment*

Laser Machine

Maintenance & Stores*

Total

Machinery (Double Spindle), Table, Electric Sticks

Polishing Mills with dust suction, Diamond Scaives, Dops etc.

Loups, Scales, Sieves etc.

Polishing Mills with dust suction, Diamond Scaives, Dops etc.

Loups, Scales, Sieves etc.

Polishing Mills with dust suction, Diamond Scaives, Dops etc.

Scoops, Sorting Pad etc.

Scouring, Carving etc.

300

100

350

425

35,000

23,000

23,000

23,000

3,300,000

10,500,000

2,300,000

500,000

8,050,000

500,000

9,775,000

500,000

13,200,000

1,000,000

55,575,000

*Company Estimate

The following table illustrates the proposed schedule of implementation for the diamond processing facility:

Feb 06 —Sep 06  Oct 06 — Mar 07

Particulars

Land use rights 7.5 --
Construction of factory / Office 12 36
Furniture and fixtures including electrical installation 0 12.8
Factory machinery and equipment 0 0
Pre-operating expenses 2.92 --
Total 22.42 48.8

Apr 07 - Sep

07

24
19.2
16.67

60.174

4. Development of Jewellery Manufacturing Factory at GJSEZ, Hyderabad

The Company proposes to have a jewellery manufacturing factory at GISEZ Hyderabad to supplement its

existing manufacturing facilities in Mumbai.

The factory would have facilities for waxing, casting, assorting, cleaning and polishing activities, quality
control departments, strong rooms for storage, maintenance rooms for equipment and administrative offices.
The size of the plot where the factory would be constructed is 75,000 square feet and the total construction
area would be around 100,000 square feet. Furnishing and electrical installation and Air conditioning would
be carried out on an area of around 80,000 square feet after exclusing area for staircase, lobby etc. The
breakup of the estimated cost of the jewellery manufacturing facility is given below:

Particulars

Land use rights

(Rs. 150 per square feet for 75,000 square feet)
Construction of factory / Office

(Rs. 1000 per square feet for 100,000 square feet)
Furniture & Fixtures including Electrical Installation
(Rs. 1000 per square feet for 80,000 square feet)
Factory machinery and equipment

CAD/CAM equipment

29

Oct 07 — Mar 08

Amount (Rs. Million)

11.25

100.00

80.00

38.70
10.50

32
38.91

79.61

Total
Rs. Million
7.5

80
64
55.58
2.92
210.00



Pre-operating expenses

Total

2.04
242.50

The above estimates have been obtained from a quotation given by Barve S.R & Associates on October 20,
2005 for the construction of the jewellery manufacturing factory.

The Company has sought quotations for the plant and machinery equipment and other jewellery
manufacturing equipment. The following table illustrates the estimated cost of each of the equipments based

on the quotations sought:

Description Qty g?st)e /Piece '(l'li)st)a I Cost Date of Receipt of
Name of the Supplier Quotation

Auto Clamp Wax Injector 10 160,000 1,600,000 Wintech International Inc October 20, 2005

Vulcanizer 10 22,000 220,000 Wintech International Inc October 20, 2005

Investment Mixer with Vacuum 3 500,000 1,500,000 Western Enterprises September 21, 2005

Western
Casting machine - Gold 2 3,000,000 | 6,000,000 Enterprises September 21, 2005
Western

Casting machine - Platinum 1 3,000,000 3,000,000 Enterprises September 21, 2005

Water Jet 5 48,000 240,000 Wintech International Inc October 20, 2005

Pneumatic spru cutter machine 10 30,000 300,000 Company Estimates --

Burn out Furnacing Rotating 10 165,000 1,650,000 Wintech International Inc October 20, 2005
Sartorius Mechatronics

Diamond Weighing Scale 25 30,000 750,000 India Pvt Limited -

Filing Motors 200 8,000 1,600,000 Gesswin October 29, 2005

Dust Collector (per department) 10 225,000 2,250,000 Wintech International Inc October 20, 2005

Spru Grinding Bench 8 10,000 80,000 Wintech International Inc October 20, 2005

Torches (LPG & Oxygen) 50 6,000 300,000 Company Estimates -

Micro TipBlazer 5 50,000 250,000 Company Estimates --

Laser Machine 4 1,325,000 5,300,000 Western Enterprises October 20, 2005

Diamond Sieve Set Box 5 50,000 250,000 Gesswin October 29, 2005

Pneumatic Hammer 25 8,000 200,000 Company Estimates -

Polishing Motors (Double spindle) 150 7,500 1,125,000 Vijay Machine Tools October 29, 2005

Rhodium Machine 2 22,500 45,000 Wintech International Inc October 20, 2005

Rhodium Pen Plating 5 5,000 25,000 | Wintech International Inc October 29, 2005

Ultrasonic Cleaner(30 Lts) 10 56,000 560,000 Wintech International Inc October 20, 2005

Steam Machine (Auto) 10 65,000 650,000 Wintech International Inc October 20, 2005

Magnetic Polisher 10 40,000 400,000 Wintech International Inc October 20, 2005

Drum Polisher 10 95,000 950,000 Wintech International Inc October 20, 2005

Rolling Machine 2 58,000 116,000 Wintech International Inc October 20, 2005

Mould & Dies 2,500,000 Company Estimates

Others - Soldering, Air compressor, Air

pipe line, Refinery, scrubber etc, 5,000,000 Company Estimates

Subtotal 36,861,000
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Add: Installation & Erection 5% 1,843,050

Total

38,704,050

Further our Company has also received a quotation for the CAD/CAM equipment from Empire Industries
Limited, Mumbai and Hi-End CAD/CAM solutions on November 4, 2005 and October 20, 2005
respectively. These quotations estimate the cost of the equipment to be Rs. 10.5 million.

The following table illustrates the implementation schedule for the proposed Jewellery Manufacturing
facility:

Rs. Million

Particulars Feb 06 — Sep 06 | Oct 06 — Mar 07 Apr 07 - Sep Oct 07 - Mar 08 | Total
07

Land use rights 11.25 11.25
Construction of factory / Office 15 45 30 10 100
Furniture & Fixtures including Electrical Installation 0 16 24 40 80
Factory machinery and equipment 0 0 11.61 27.09 38.7
CAD/CAM equipment 10.50 10.5
Pre-operating expenses 2.05 2.05
Total 28.3 61 65.61 87.59 242.50

5. Development of Diamond and Jewellery Manufacturing Facility at SEEPZ, Mumbai

The Company has a jewellery manufacturing facility at plot number 61 of SEEPZ, Mumbai which was
allocated by SEEPZ authority to Gemplus Jewellery India Limited (which has been merged into Gitanjali
Gems Limited with effect from April 1, 2005). As per the Government of Maharashtra notification no
TPB/4302/2549/CR6/2003/UD11 dated April 2, 2004 there is a possibility of having an additional 24,210
square feet of construction area. The Company proposes to expand the existing facility to enhance the
manufacturing capacity.

Pursuant to an agreement to assign dated November 30, 1999 Suraj Diamonds has agreed to assign 2,665
square metres of land located at plot number 16(P), 17, 28 and 29 (P) of SEEPZ, Mumbai to Gemplus
Jewellery India Limited for a consideration of Rs. 32.07 million which has been fully paid. The SEEPZ
authority vide its letter dated July 11, 2000 has granted permission for transfer of the structure admeasuring
2665 square metres on plot no 16(P), 17, 28 and 29 (P). The area of the existing construction is 37,685
square feet (which is partly constructed prior to the acquisition) and additional FSI available is 28,682
square feet. The 37,685 square feet area is partly constructed. The Company would construct a diamond
processing facility in this area.

The breakup of the estimated cost of the jewellery manufacturing facility is given below:
Particulars Amount (Rs. Million)

Construction of factory / Office 96.66
24,210 sq feet area in plot 61 at Rs. 1400 per square feet 33.89
Remodelling of existing 37,685 square feet at plot 16 at Rs. 600 per sq feet 22.61
28,682 sq feet area in plot 16 at Rs. 1400 per square feet 40.15
Furniture & Fixtures including Electrical Installation 72.46
(72,461 square feet at Rs. 1000 per square feet)

Factory machinery and equipment 65.27
CAD/CAM equipment 10.5
Pre-operating expenses 2.61
Total 247.5
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The following table illustrates the

quotations sought:

estimated cost of jewellery manufacturing equipment based on the

Description ot Rate/Piece | Total Cost Name of the Supplier gellltoet a(;ti'ol;eceipt of
(Rs) (Rs)
Auto Clamp Wax Injector 6 160,000 960,000 Wintech International Inc October 20, 2005
Vulcanizer 6 22,000 132,000 Wintech International Inc October 20, 2005
Investment Mixer with Vacuum 3 500,000 1,500,000 Western Enterprises September 21, 2005
Western
Casting machine — Gold 2 3,000,000 6,000,000 Enterprises September 21, 2005
Water Jet 3 48,000 144,000 Wintech International Inc October 20, 2005
Pneumatic spru cutter machine 5 30,000 150,000 Company Estimates --
Burn out Furnacing Rotating 6 165,000 990,000 Wintech International Inc October 20, 2005
Sartorius Mechatronics

Diamond Weighing Scale 20 30,000 600,000 India Pvt Limited -
Filing Motors 125 8,000 1,000,000 Gesswin October 29, 2005
Dust Collector (Per Department) 5 225,000 1,125,000 ‘Wintech International Inc October 20, 2005
Spru Grinding Bench 5 10,000 50,000 Wintech International Inc October 20, 2005
Torches (LPG & Oxygen) 30 6,000 180,000 Company Estimates --
Micro TipBlazer 3 50,000 150,000 Company Estimates --
Laser Machine 2 1,325,000 2,650,000 Western Enterprises October 20, 2005
Diamond Sieve Set Box 3 50,000 150,000 Gesswin October 29, 2005
Pneumatic Hammer 20 8,000 160,000 Company Estimate -
Polishing Motors (Double spindle) 125 7,500 937,500 Vijay Machine Tools October 29, 2005
Rhodium Machine 2 22,500 45,000 Wintech International Inc October 20, 2005
Rhodium Pen Plating 3 5,000 15,000 Wintech International Inc October 29, 2005
Ultrasonic Cleaner(30 Lts) 6 56,000 336,000 ‘Wintech International Inc October 20, 2005
Steam Machine (Auto) 6 65,000 390,000 Wintech International Inc October 20, 2005
Magnetic Polisher 6 40,000 240,000 Wintech International Inc October 20, 2005
Drum Polisher 6 95,000 570,000 Wintech International Inc October 20, 2005
Rolling Machine 2 58,000 116,000 ‘Wintech International Inc October 20, 2005
Mould & Dies 2,500,000 Company Estimates -
Others - Soldering, Air compressor, Air
pipe line, Refinery, scrubber etc, 2,500,000 Company Estimates -
Subtotal 23,590,500
Add: Installation & Erection 5% 1,179,525

Total 24,770,025

The following table illustrates the estimated cost of diamond manufacturing equipment based on the
quotations received from Sunil Enterprises, Mumbai on October 20, 2005. The cost of the laser machines is
based on the quotations received from Quantronix Corporation, New York, USA on October 28, 2005. The
estimates for sawing machines were obtained from B.K & Co. on October 29, 2005
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Item Description Quantity ?;tse)/Piece ’(I;;)st;l 1 Cost
Rough Assortment* Loups, Scales, Sieves etc. 300,000
Distribution (Main)* Twezzers, Scales,Lamps etc. 300,000
Sawing Department Sawing machines 500 11,000 | 5,500,000
Bruting Machinery (Double Spindle), Table, Electric Sticks 200 35,000 | 7,000,000
Table Smoothing Polishing Mills with dust suction, Diamond Scaives, Dops etc. | 75 23,000 1,725,000
Bottom Assortment* Loups, Scales, Sieves etc. 300,000
Bottom Polishing Mills with dust suction, Diamond Scaives, Dops etc. | 350 23,000 8,050,000
Top Assortment* Loups, Scales, Sieves etc. 300,000
Top Polishing Mills with dust suction, Diamond Scaives, Dops etc. | 275 23,000 6,325,000
Polished Assortment* Scoops, Sorting Pad etc. 300,000
Laser Machine 3 3,300,000 | 9,900,000
Maintenance & Stores* | Scouring, Carving etc. 500,000
Total

40,500,000

*Company Estimates

Further our Company has also received a quotation for the CAD/CAM equipment from Empire Industries
Limited, Mumbai and Hi-End CAD/CAM solutions on November 4, 2005 and October 20, 2005
respectively. These quotations estimate the cost of the equipment to be Rs. 10.5 million.

The following table illustrates the implementation schedule for the proposed Jewellery Manufacturing

facility:

Rs. Million

Particulars Feb 06 — Sep 06 | Oct 06 — Mar 07 Apr 07 - Sep Oct 07 —Mar 08 | Total
07

Construction of factory / Office 19.33 43.50 24.17 9.67 96.66
Furniture & Fixtures including Electrical Installation h 2536 32.61 14.49 72.46
Factory machinery and equipment - - 39.16 26.11 65.27
CAD/CAM equipment 10.50 10.50
Pre-operating expenses 2.61 2.61
Total 21.94 68.86 95.94 60.77 247.50

6. Development of Jewellery Factory at Mumbai

To support the domestic sales of jewellery, the company proposes to establish a jewellery factory at

Andheri, Mumbai. The Company is yet to identify the land for setting up the factory.
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The factory would have facilities for waxing, casting, assorting, cleaning and polishing activities, quality
control departments, strong rooms for storage, maintenance rooms for equipment and administrative offices.
The company proposes to purchase an existing building with approximately 25,000 square feet of area. The
total construction area would be around 50,000 square feet. The breakup of the estimated cost of the
jewellery manufacturing facility is given below:

Particulars

Land Cost
(Land cost of Rs. 4500 per square feet)
Construction cost

Remodelling of existing structure

(25,000 square feet at Rs. 500 per square feet)
Construction cost of Additional FSI available
(25,000 square feet at Rs. 1200 square feet)
Furniture & Fixtures including Electrical Installation
40,000 square feet at Rs. 1000/- per Sq. Ft.

Factory machinery and equipment

CAD/CAM
Pre-operating expenses

Total

Amount (Rs. Million)

1125

42.50

12.50

30.00

40.00

24.77
10.50
2.23
232.50

The Company has sought quotations for the plant and machinery equipment and other jewellery
manufacturing equipment. The following table illustrates the estimated cost of each of the equipments based

on the quotations sought:

. Name of the | Date of Receipt of
Description Qty g:st)e /Piece E;Ig Cost Supplier Quotation
Wintech
Auto Clamp Wax Injector 6 160,000 960,000 International Inc October 20, 2005
Wintech
Vulcanizer 6 22,000 132,000 International Inc October 20, 2005
Investment Mixer with Vacuum 3 500,000 1,500,000 | Western Enterprises September 21, 2005
Western
Casting machine — Gold 2 3,000,000 6,000,000 Enterprises September 21, 2005
Wintech
Water Jet 3 48,000 144,000 International Inc October 20, 2005
Pneumatic spru cutter machine 5 30,000 150,000 | Company Estimates --
Wintech
Burn out Furnacing Rotating 6 165,000 990,000 International Inc October 20, 2005
Sartorius
Mechatronics India
Diamond Weighing Scale 20 30,000 600,000 Pvt Limited -
Filing Motors 125 8,000 1,000,000 Gesswin October 29, 2005
Wintech
Dust Collector ( Per Department) 5 225,000 1,125,000 International Inc October 20, 2005
Wintech
Spru Grinding Bench 5 10,000 50,000 International Inc October 20, 2005
Torches (LPG & Oxygen) 30 6,000 180,000 Company Estimates --
Micro TipBlazer 3 50,000 150,000 | Company Estimates --
Laser Machine 2 1,325,000 2,650,000 | Western Enterprises October 20, 2005
Diamond Sieve Set Box 3 50,000 150,000 Gesswin October 29, 2005
Pneumatic Hammer 20 8,000 160,000 | Company Estimates -
Vijay Machine
Polishing Motors (Double spindle) 125 | 7,500 937,500 Tools October 29, 2005
Wintech
Rhodium Machine 2 22,500 45,000 International Inc October 20, 2005
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Wintech

Rhodium Pen Plating 3 5,000 15,000 International Inc October 29, 2005
Wintech

Ultrasonic Cleaner(30 Lts) 6 56,000 336,000 International Inc October 20, 2005
Wintech

Steam Machine (Auto) () 65,000 390,000 International Inc October 20, 2005
Wintech

Magnetic Polisher 6 40,000 240,000 International Inc October 20, 2005
Wintech

Drum Polisher 6 95,000 570,000 International Inc October 20, 2005
Wintech

Rolling Machine 2 58,000 116,000 International Inc October 20, 2005

Mould & Dies 2,500,000 | Company Estimates -

Others - Soldering, Air compressor, Air pipe

line, Refinery, scrubber etc, 2,500,000 | Company Estimates -
Subtotal 23,590,500
Add: Installation & Erection 5% 1,179,525

Total 24,770,025

Further our Company has also received a quotation for the CAD/CAM equipment from Empire Industries
Limited, Mumbai and Hi-End CAD/CAM solutions on November 4, 2005 and October 20, 2005
respectively. These quotations estimate the cost of the equipment to be Rs. 10.5 million.

The following table illustrates the implementation schedule for the proposed Jewellery Manufacturing
facility:

Rs. Million

Particulars Feb 06 — Sep 06 Oct 06 - Apr 07 - Oct 07 - Total

Mar 07 Sep 07 Mar 08
Purchase Cost 112.50 112.50
Construction of factory / Office 10.63 19.13 12.75 - 42.50
Furniture & Fixtures including Electrical
Installation - 10.00 18.00 12.00 40.00
Factory machinery and equipment - - 18.58 6.19 24.77
CAD/CAM equipment 10.50 10.50
Pre-operating expenses 2.23 2.23
Total 125.36 29.13 40.33 28.69 232.50

7. Future acquisitions and general corporate purposes

Our management in accordance with the policies set up by the Board will have flexibility in applying the
balance proceeds of this Issue, for general corporate purposes including future acquisitions and to finance
working capital requirements. We seek to further enhance our position in the Gems and jewellery industry
by acquiring more jewellery brands. While we have not identified any specific acquisition opportunity our
senior management team is continuously identifying and evaluating such opportunities. As on date of this
Prospectus, the Company has not entered into any letter of intent or definitive commitment for any such
acquisitions. The interim use of the balance funds is explained in the paragraph titled “Interim use of
funds”.

8. Enhancement of Long Term Working Capital Requirement
The incremental working capital has been estimated based on our projections of future current assets and

current liabilities. The table below provides incremental long term working capital requirement of the
Company:
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Rs. Million

Incremental
long term
FY 2006 FY 2007 working
capital
Current assets (excluding cash) 9,021.60 10,219.10 1,197.50
Less: Current liabilities 6,395.70 6,320.30 (75.40)
2,625.90 3,898.80 1,272.90

Issue expenses

The expenses of this Issue include, among others, underwriting and management fees, selling commissions,
printing and distribution expenses, legal fees, statutory advertisement expenses and listing fees. The
estimated Issue expenses are as follows:

Activity Amount Estimated Estimed
(Rs million) Percentage of Percentage  of
Issue Expenses total Issue size
Lead Management, underwriting and selling commission 124.3 62.06% 3.75%
Advertisement and Marketing expenses 24.0 11.98% 0.72%
Printing and stationery 32.0 15.98% 0.97%
Others (Registrars fee, legal fee, listing fee, etc) 20.0 9.99% 0.60%
Total estimated Issue expenses 200.3 100.00% 6.04%

All expenses with respect to the Issue would be borne by the Company.
Interim Use of Funds

The management, in accordance with the policies set up by the Board, will have flexibility in deploying the
net proceeds received by us from the Issue. Pending utilization for the purposes described above, we intend
to temporarily invest the funds in high quality interest/dividend bearing liquid instruments including money
market mutual funds, deposit with banks for necessary duration.

Expenses Incurred towards Objects of the Issue
As per the certificated dated January 1, 2006 issued by the Company’s Auditors, the utilization of funds

towards the objects of the issue and the sources of finance for the same as on December 31, 2005 is given
below

Particulars Rs. in million
Investment in Hyderabad Gems SEZ Limited 37.50
Fantasy Diamond Cuts Private Limited 10.40
Brightest Circle Jewellery Private Limited 21.55
D’Damas Jewellery (India) Limited 174.95
Total 244.40

The expenditure mentioned above has been funded through internal accruals.
Monitoring of utilisation of funds

The Corporation Bank vide its letter dated January 30, 2006 has given its consent to monitor the utilization
on the Issue proceeds. Further the utilization of the Issue proceeds will also be monitored by our Audit
Committee. We will disclose the utilization of Issue proceeds under a separate head in our balance sheets
for FY 2006, FY 2007 and FY2008, and provide details if any in relation to all such proceeds of the Issue
that have not been utilized thereby also indicating investments, if any of such unutilized proceeds of the
Issue.

No part of the Issue will be paid as consideration by us to our Promoters, Directors, Key Management
Personnel or companies promoted by our Promoter except under the usual course of business.
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Auditors Report with respect to the proposed investment by the Company in
Brightest Circle Jewellery Pvt. Ltd.

The Board of Directors,
Gitanjali Gems Ltd.
801/802, Prasad Chambers,
Opera House,

India.

Dear Sirs

L.

At your request we have examined the annexed financial information of Brightest Circle Jewellery
Private Limited (‘Brightest Circle') for the years ended 31* March, 2005 and six month period ended
September 30", 2005, including the significant accounting policies being the last date upto which the
accounts of the Company have been made and audited by M/s. Deloitte Haskins & Sells, Chartered
Accountants, Mumbai (for the year ended 31* March 2005) and by us (for the six months period ended
September 30, 2005). We understand that this financial information is required for the purpose of
disclosure in the Offer Document being issued by Gitanjali Gems Limited in connection with the Initial
Public Offering ('IPO") for the issue of 17,000,000 of its equity shares having a face value of Rs.10
each at an issue price to be arrived at by a book building process (referred to as 'the Issue’).

This financial information has been prepared in accordance with the requirements of Paragraph B (1) of
Part I of Schedule II to the Companies Act, 1956 ('the Act').

We report that the Unconsolidated Statements of Assets and Liabilities and Profits and Losses of
Brightest Circle as at and for the year ended 31* March, 2005 (the company commenced business on
19" May, 2004) and six month period ended September 30, 2005 are as set out in Annexure I and
Annexure II to this report respectively and are to be read in accordance with the Significant Accounting
Policies as appearing in Annexure III to this report. Your Company has invested following amounts in
the Share Capital of Brightest Circle :

as at September 30, 2005, Rs.

3334 Equity Shares of Rs.10/-each 33,340
Allotted on December 12, 2005,

1,63,334 Equity Shares of Rs.10/-each 16,33,340

4% non-cumulative Redeemable Preference

1,606,666 Preference Shares of Rs.100/-each 1,66,66,600

The Unconsolidated Statements of Assets and Liabilities and Profits and Losses as at and for the year
ended 31* March, 2005 and six month period ended September 30, 2005 have been extracted from the
audited financial statements for the respective years. We have relied on the Financial Statements of the
Company as at and for the year ended 31* March, 2005 audited by M/s. Deloitte Haskins & Sells,
Chartered Accountants. The financial statement for the six month ended 30™ Sept. 2005 are audited by
us.

This report should not be in any way construed as a re-issuance or re-dating of any of the previous
audit reports issued by us or by any other firm of Chartered Accountants nor should it be construed as

"m

a"" new opinion on any of the financial statements referred to therein.
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6. This report is intended solely for your information and for inclusion in the Offer Document in
connection with the specific Public Offer of Gitanjali Gems Limited and is not to be used, referred to or
distributed for any other purpose without our prior written consent.

For Ford, Rhodes, Parks & Co.
Chartered Accountants

Sd/-

A. D. Shenoy

Partner

Membership Number - 11549

Place : Mumbai
Date : January 31, 2006
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FINANCIAL STATEMENTS - BRIGHTEST CIRCLE JEWELLERY PVT. LTD.

ANNEXURE I - UNCONSOLIDATED STATEMENT OF ASSETS AND
LIABILITIES

(Rs. in Million )

Particulars As at

31-03-2005 30-09-2005

A. Fixed Assets

Gross block 7.71 9.18
Less Depreciation 0.98 2.00
Net Block 6.73 7.18
Less: Revaluation Reserve - -
Net Block after adjustment for Revaluation 6.73 7.18
Reserve

B. Investments 0.01 0.01

C. Current Assets, Loans and Advances

Inventories 59.17 296.98
Sundry Debtors 36.40 67.10
Cash and Bank Balances 6.56 2.40
Loans and Advances 2.45 443

104.58 370.91

D. Liabilities and Provisions:

Secured Loans - 177.32
Unsecured Loans 54.90 77.15
Current Liabilities and Provisions 57.48 134.61
112.38 389.08
E. Net Worth (1.06) (10.98)
F. Represented by
Share Capital 0.10 0.10
Reserves (1.16) (11.08)
Less Revaluation Reserve - -
Reserves(Net of Revaluation Reserves) (1.16) (11.08)
Total (1.06) (10.98)
G. Misc. Expenditure to the extent not written off or - -
adjusted
H. Net Worth (F-G) (1.06) (10.98)

39




FINANCIAL STATEMENTS-BRIGHTESTCIRCLE JEWELLERY PVT. LTD.

ANNEXURE II - UNCONSOLIDATED STATEMENT OF PROFIT AND LOSS

ACCOUNT
(Rs. in Million)
six month period
Particulars Year ended ended
31-03-2005 30-09-2005

Income
Sales:
Of the Products 71.73 92.87
Other Income 1.50 1.95
Increase/(Decrease) in Inventories 39.55 237.81

112.78 332.63
Expenditure
Raw Materials Consumed 96.36 296.51
Staff Costs 4.30 3.65
Other Manufacturing Expenses 1.96 8.69
Administration Expenses - 11.52
Selling & Distribution Expenses 10.34 21.16

112.96 341.53
Earning Before Depreciation Interest & Tax (0.18) (8.90)
Depreciation 0.98 1.02
Interest - -
Other Provisions - -
Net Profit before tax and Extraordinary items (1.16) (9.92)
Taxation - -
Current tax - -
Deferred tax - -
Fringe Benefit Tax - -
Net Profit before Extraordinary Items (1.16) (9.92)
Dividend
Net Profit after Extraordinary Items (1.16) 9.92)
Adjustments on account of Prior period Expenses
Adjusted Profit (1.16) 9.92)
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Annexure -IIT

Significant accounting policies

1.

3.

4.

Basis of preparation of financial statements:

The accompanying financial statements have been prepared under the historical cost convention in
accordance with generally accepted accounting principles in India, the provisions of the
Companies Act, 1956 and the applicable accounting standards issued by The Institute of Chartered
Accountants of India.

Use of Estimates:

The preparation of the financial statements, in conformity with the generally accepted
accounting principles, requires estimates and assumptions to be made that affect the
reported amounts of assets and liabilities on the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Differences
between actual results and estimates are recognized in the period in which the results are
known/materialise.

Fixed assets:

» Own Assets:
Fixed assets are valued at cost. They are stated at historical cost (including incidental
expenses).

» Leased Assets:
(a) Assets taken on finance lease after April 1, 2001, including taken on Hire purchase
arrangements, wherein the Company has an option to acquire the asset, are accounted for
as fixed assets in accordance with the Accounting Standard 19 on “Leases”, (AS 19)
issued by the Institute of Chartered Accountants of India.

(b) Assets taken on lease under which the lessor effectively retains all the risk and
rewards of ownership are classified as operating lease. Lease payments under Operating

leases are recognised as expenses on accrual basis in accordance with the respective lease
agreement.

Depreciation:

Depreciation on fixed assets is provided on written down value basis in accordance with the
Companies Act, 1956. Improvements to leasehold premises is amortised over the period of the
lease.

Investments:

Long-term investments are carried at cost and provision is made to recognise any decline, other
than temporary, in the value of such investments.

Foreign currency transactions:

Transactions in foreign currency are recorded at the prevailing rates of exchange in force at the
time the transactions are effected. At the year end, monetary items denominated in foreign
currency are reported using the closing rate of exchange. Exchange differences arising on
restatement/settlement of liability incurred for the purpose of acquiring fixed assets from countries
outside India are adjusted in the carrying amount of the respective fixed asset. Other differences
arising on foreign currency transactions are recognised as income or expense in the period in
which they arise.
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10.

11.

12.

13.

Revenue recognition:

a) Revenue on sale of products is recognized when the products are dispatched to customers.
Sales are stated net of returns and sales tax collected.

b) Revenue is recognised only when it is reasonably certain that the ultimate collection will be
made.

Inventories:
Items of inventory are valued on the basis given below:

» raw materials:
At cost on FIFO basis or net realisable value, whichever is lower.

» process stocks and finished goods:
At cost or net realisable value, whichever is lower. Cost comprises of cost of purchase, cost of
conversion and other cost incurred in bringing the inventory to their present location and
condition.

» traded goods
At cost or net realisable value, whichever is lower.

Retirement Benefits:

Company’s contributions to Provident Fund and Family Pension Fund are charged to Profit and
Loss Account. Provision for gratuity is made in respect of all employees of the Company on the
basis of fifteen days' salary for each year of completed service. Liability for leave encashment
benefit is determined on actual basis in accordance with the rules of the company and charged to
revenue.

Borrowing costs:

Borrowing costs that are attributable to the acquisition or construction of qualifying assets are
capitalised as part of the cost of such assets. A qualifying asset is one that necessarily takes a
substantial period of time to get ready for its intended use or sale. All other borrowing costs are
charged to revenue.

Income Taxes:

Income Taxes are accounted for in accordance with Accounting Standard (AS-22) on “Accounting
for Taxes on Income”, issued by The Institute of Chartered Accountants of India. Tax expenses
comprise both current and deferred tax. Current tax is measured at the amount expected to be paid
to / recovered from the tax authorities, using the applicable tax rate. Deferred tax assets and
liabilities are recognised for future tax consequences attributable to timing differences between
taxable income and accounting income that are capable of reversing in one or more subsequent
periods and are measured using relevant enacted tax rates. At each Balance Sheet date, the
Company reassesses unrealised deferred tax assets to the extent they become reasonably certain or
virtually certain of realisation, as the case may be.

Intangible assets:
Intangible assets are recognised only if it is probable that the future economic benefits that are

attributable to the assets will flow to the enterprise and the cost of the assets can be measured
reliably. The intangible assets are recorded at cost and are carried at cost less accumulated
amortisation and accumulated impairment losses, if any.

Contingent liabilities:

These, if any, are disclosed in the Notes to Accounts. Provision is made in the accounts in respect
of those contingencies which are likely to materialise into liabilities after the year end till the
finalisation of accounts and have material effect on the position stated in the Balance sheet.
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Auditors Report with respect to the proposed investment by the Company in
D’Damas Jewellery (India) Pvt. Ltd.

The Board of Directors,
Gitanjali Gems Ltd.
801/802, Prasad Chambers,
Opera House,

India.

Dear Sirs,

At your request we have examined the annexed financial information of D’Damas Jewellery (India) Pvt.
Ltd. ('D’Damas') for the years ended 31* March, 2005, 2004 (the company was incorporated on September
23, 2003) and six month period ended September 30, 2005, including the significant accounting policies
being the last date up to which the accounts of the Company have been made and audited by M/s. Sampat
Mehta & Co., Chartered Accountants, Mumbai. We understand that this financial information is required
for the purpose of disclosure in the Offer Document being issued by Gitanjali Gems Limited in connection
with the Initial Public Offering ('TPQ'") for the issue of 17,000,000 of its equity shares having a face value
of Rs.10 each at an issue price to be arrived at by a book building process (referred to as 'the Issue').

This financial information has been prepared in accordance with the requirements of Paragraph B (1) of
Part I of Schedule II to the Companies Act, 1956 ('the Act');

We report that the Unconsolidated Statements of Assets and Liabilities and Profits and Losses of D’Damas
as at and for the years ended 31 March, 2005, 2004 and six month period ended September 30, 2005 are as
set out in Annexure I and Annexure II to this report respectively and are to be read in accordance with the
Significant Accounting Policies as appearing in Annexure III to this report. Your Company has invested
following amounts in the Share Capital of D’Damas as at September 30, 2005 :

25,00,000 Equity Shares @ Rs.10/- Rs.2,50,00,000
2,50,000 Preference Shares @ Rs.100/- Rs.2,50,00,000
Share application money pending allotment of shares Rs.3,39,41,912

The Unconsolidated Statements of Assets and Liabilities and Profits and Losses as at and for the years
ended 31 March 2005, 2004 and six month period ended September 30, 2005 have been extracted from the
financial statements for the respective years. We have relied on the financial statement audited & reported
upon by M/s. Sampat Mehta & Associates, Mumbai.

This report should not be in any way construed as a re-issuance or re-dating of any of the previous audit
reports issued by us or by any other firm of Chartered Accountants nor should it be construed as a new
opinion on any of the financial statements referred to therein.

This report is intended solely for your information and for inclusion in the Offer Document in connection
with the specific Public Offer of Gitanjali Gems Limited and is not to be used, referred to or distributed
for any other purpose without our prior written consent.

For Ford, Rhodes, Parks & Co.
Chartered Accountants

Sd/-

A. D. Shenoy

Partner

Membership Number - 11549

Place Mumbai
Date : January 31, 2006
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FINANCIAL STATEMENTS-D'DAMAS JEWELLERY (I) PVT. LTD.

ANNEXURE I - UNCONSOLIDATED STATEMENT OF ASSETS AND LIABILITIES
(Rs. in Million )

Particulars As at
31-03-2004 31-03-2005 30-09-2005

Fixed Assets
Gross block 4.02 19.04 21.17
Less Depreciation 0.45 2.69 4.20
Net Block 3.57 16.35 16.97
Less: Revaluation Reserve - - -
Net Block after adjustment for Revaluation 3.57 16.35 16.97
Reserve
Investments - - -
Current Assets, Loans and Advances
Inventories 46.28 188.52 202.22
Sundry Debtors 15.02 195.01 265.32
Cash and Bank Balances 1.60 0.48 0.90
Loans and Advances 0.65 51.75 105.03

63.55 435.76 573.47
Liabilities and Provisions:
Secured Loans - - -
Unsecured Loans 13.84 57.75 133.35
Current Liabilities and Provisions 36.87 387.77 464.25
Deferred Tax Liability

50.71 445.52 597.60
Net Worth 16.41 6.59 (7.16)
Represented by
Share Capital 49.80 100.00 100.00
Reserves (12.00) (82.68) (101.76)
Less Revaluation Reserve - - -
Reserves(Net of Revaluation Reserves) (12.00) (82.68) (101.76)
Total 37.80 17.32 (1.76)
Misc. Expenditure to the extent not written off or 21.39 10.73 5.40
adjusted
Net Worth (F-G) 16.41 6.59 (7.16)
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FINANCIAL STATEMENTS-D'DAMAS JEWELLERY (I) PVT. LTD.

ANNEXURE II - UNCONSOLIDATED STATEMENT OF PROFIT AND LOSS ACCOUNT

(Rs. in Million)

Six month
Particulars Year ended Year ended period ended
31-03-2004 31-03-2005 30-09-2005
Income
Sales:
Of the Products 18.55 230.13 168.91
Other Income 0.16 - -
Increase/(Decrease) in Inventories 46.28 111.40 8.88
64.99 341.53 177.79
Expenditure
Raw Materials Consumed 60.46 316.10 146.38
Staff Costs 1.47 9.58 7.41
Other Manufacturing Expenses 2.55 10.53 4.72
Administration Expenses 2.97 21.68 10.38
Selling & Distribution Expenses 6.85 54.30 26.47
74.30 412.19 195.36
Earning Before Depreciation Interest & Tax 9.31) (70.66) (17.57)
Depreciation 0.46 2.24 1.51
Interest
Other Provisions - - -
Net Profit before tax and Extraordinary items 9.77) (72.90) (19.08)
Fringe Benefit Tax - - 0.01
Net Profit before Extraordinary Items 9.77) (72.90) (19.09)
Dividend
Net Profit after Extraordinary Items 9.77) (72.90) (19.09)
Adjustments on account of Prior period Expenses -
Adjusted Profit 9.77) (72.90) (19.09)
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Annexure — IIT

D’Damas Jewellery India Pvt. Ltd.

L.

Significant Accounting Policies:

1.1.

1.2

1.3.

1.4.

1.5.

1.6.

1.7.

1.8.

Accounting Concepts:

The Company follows Mercantile System of Accounting and recognises Income and
Expenditure on accrual basis. The Accounts are prepared on historical cost basis as a going
concern. Accounting Policies not referred to otherwise are consistent with Generally Accepted
Accounting Principles.

Fixed Assets:

Fixed Assets are recorded at cost of acquisition inclusive of freight, duties, taxes and
incidental expenses related to acquisition.

Depreciation:

Depreciation is being charged on the Fixed Assets on the written down value method in
accordance with the provisions of Schedule XIV of the Companies Act, 1956.

Consumables:

Consumables ( Stores and Spares) issued during the year and used by the shop floor are
charged to the profit and loss account.

Inventories:

Inventories are valued as under:

Raw Materials At cost or market rate whichever is lower
Work in Process At Cost
Finished Goods At Cost or market rate whichever is lower

Consumables(Stores & Spares) At Cost or net realisable value whichever is lower

Revenue Recognition:

Sales are recorded when goods are supplied (other then the goods sent on consignment) and
are recorded inclusive of Sales Tax.

Goods sent on Consignment are recorded as sales on receipt of Final sale advice from the
Consignee.

Expenditure:

Expenses are accounted on accrual basis and provision is made for all known losses and
liabilities.
Taxation:
Taxes payable on income are provided, in the Profit and Loss Account / adjusted under
expenses during construction period, based on the estimated tax liability of the year. Taxes

paid are reflected under Current Assets on the Balance Sheet. Upon completion of the
assessments, these are adjusted and the difference is recognised in the Profit & Loss Account.

46



1.9.

1.10.

1.11.

1.12.

Deferred tax is recognised, subject to the consideration of prudence, on timing differences,
being the difference between taxable income and accounting income that originate in one
period and are capable of reversal in one or more subsequent periods. Deferred tax assets are
not recognised on unabsorbed depreciation and carry forward of losses unless there is virtual
certainty that sufficient future taxable income will be available against which such deferred
tax assets can be realised.

Preliminary Expenses:
Preliminary Expenses are amortised in equated instalments over a period of 5 years.

Deferred Revenue Expenditure:

Expenditure incurred on Advertisement and promotion of brand is amortised over a period of
3 years or its useful economic life.

Retirement Benefits:

Retirement benefits are accounted on accrual basis with contribution to recognised funds.
Liability for leave encashment and Gratuity is accounted on cash basis.

Foreign Currencv Translations:

Transactions in foreign currency are recorded at the exchange rate prevailing on the date of the
transaction.

Current assets, current liabilities and borrowings in foreign currency at the year end are rested

at rates ruling at the year end or forward cover rate as applicable. The net loss / gain on arising
on restatement / settlement are adjusted to the profit & loss account.

47



Auditors Report with respect to the proposed investment by the Company in
Fantasy Diamond Cuts Private Limited

The Board of Directors,
Gitanjali Gems Ltd.
801/802, Prasad Chambers,
Opera House,

India.

Dear Sirs

At your request we have examined the annexed financial information of Fantasy Diamond Cuts Private
Limited ('Fantasy') for the years ended 31% March, 2005, 2004, 2003, 2002 and 2001 and for six months
period ended September 30, 2005, including the significant accounting policies being the last date up to
which the accounts of the Company have been made and audited by M/s. Bhuta Shah & Co., Chartered
Accountants, Mumbai. We understand that this financial information’s are for the purpose of disclosure in
the Offer Document being issued by Gitanjali Gems Limited in connection with the Initial Public Offering
('TPQ") for the issue of 17,000,000 of its equity shares having a face value of Rs.10 each at an issue price to
be arrived at by a book building process (referred to as 'the Issue').

This financial information has been prepared in accordance with the requirements of Paragraph B (1) of
Part IT of Schedule II to the Companies Act, 1956 ('the Act').

We report that the Unconsolidated Statements of Assets and Liabilities and Profits and Losses of Fantasy
as at and for the years ended 31* March, 2005, 2004, 2003, 2002 and 2001 and six month period ended
September 30, 2005 are as set out in Annexure I and Annexure II to this report respectively and are to be
read in accordance with the Significant Accounting Policies as appearing in Annexure III to this report.
Your Company has invested Rs.1,04,00,000 on October 5, 2005 (10,40,000 shares of Rs.10/- each). In the
share capital of Fantasy Diamonds

The Unconsolidated Statements of Assets and Liabilities and Profits and Losses as at and for the years
ended 31* March 2005, 2004, 2003, 2002 and 2001 and six month period ended September 30, 2005 have
extracted from the audited financial statements for the respective years. We have been relied on the
Financial Statements of the Company as at and for the year ended 31" March, 2005, 2004, 2003, 2002 and
2001 and six month period ended September 30, 2005 audited and reported upon by M/s. Bhuta Shah &
Co.

This report should not be in any way construed as a re-issuance or re-dating of any of the previous audit
reports issued by us or by any other firm of Chartered Accountants nor should it be construed as a new
opinion on any of the financial statements referred to therein.

This report is intended solely for your information and for inclusion in the Offer Document in connection
with the specific Public Offer of Gitanjali Gems Limited and is not to be used, referred to or distributed
for any other purpose without our prior written consent.

For Ford, Rhodes, Parks & Co.
Chartered Accountants

Sd/-

A. D. Shenoy

Partner

Membership Number - 11549

Place  : Mumbai
Date : January 31, 2006
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FINANCIAL STATEMENTS FANTASY DIAMOND CUTS PVT. LTD.

ANNEXURE I - UNCONSOLIDATED STATEMENT OF ASSETS AND LIABILITIES

(Rs. in Million)

Particulars

As at

31-03-2001 | 31-03-2002 | 31-03-2003 | 31-03-2004 | 31-03-2005 | 30-09-2005
A Fixed Assets
Gross block - - - - - -
Less Depreciation - -
Net Block - - - - - -
Less: Revaluation Reserve - - - - - -
Net Block after adjustment for - - - - - -
Revaluation Reserve
B Investments - - - - - -
C Current Assets, Loans and Advances
Inventories - - - - - -
Sundry Debtors - - - - - -
Cash and Bank Balances 0.01 - 0.01 - 0.01 0.05
Loans and Advances - 0.01 0.01 0.01 0.01 9.32
0.01 0.01 0.02 0.01 0.02 9.37
D Liabilities and Provisions:
Secured Loans - - - - - -
Unsecured Loans 0.10 0.10 0.01 0.04 0.06 -
Current Liabilities and Provisions 0.01 0.01 0.01 - 0.01 10.06
Deferred Tax Liability - - - - - -
0.11 0.11 0.02 0.04 0.07 10.06
E  Net Worth (0.10) (0.10) - (0.03) (0.05) (0.69)
F Represented by
Share Capital - - 0.10 0.10 0.10 0.10
Reserves (0.09) (0.09) (0.10) (0.13) (0.15) (0.79)
Less Revaluation Reserve - - - - - -
Reserves(Net of Revaluation Reserves)
(0.09) (0.09) (0.10) (0.13) (0.15) (0.79)
Total (0.09) (0.09) - (0.03) (0.05) (0.69)
G Misc. Expenditure to the extent not
written off or adjusted 0.01 0.01 ) ) ) )
H Net Worth (F-G) (0.10) (0.10) - (0.03) (0.05) (0.69)
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FINANCIAL STATEMENTS FANTASY DIAMOND CUTS PVT. LTD.

ANNEXURE II - UNCONSOLIDATED STATEMENT OF PROFIT AND LOSS ACCOUNT
(Rs. in Million)

Year ended Six Month
Particulars period ended

31-03- 31-03- 31-03- 31-03- | 31-03- 30-09-2005
2001 2002 2003 2004 2005

Income
Sales:

Of Products - - - - - -
Other Income - 0.01 - - - _

Increase/(Decrease)in Inventories - -

- 0.01 - - - -

Expenditure
Raw Materials Consumed - - - - - -
Staff Costs - - - - - -
Other Manufacturing Expenses - - - - - -
Administration Expenses 0.02 0.01 0.01 0.03 0.02 0.64

Selling & Distribution Expenses - - - - - -

0.02 0.01 0.01 0.03 0.02 0.64

Earning Before Depreciation Interest &
Tax 0.02) - (0.01) | (0.03) | (0.02) (0.64)

Depreciation - - - - - -
Interest - - - - - -

Other Provisions - - - - - -

Net Profit before tax and Extraordinary
items 0.02) - (0.01) | (0.03) | (0.02) 0.64)
Taxation
Current tax - - - - - -
Deferred tax - - - - - -
Fringe Benefit Tax - - - - - -

Net Profit before Extraordinary Items (0.02) - (0.01) | (0.03) | (0.02) (0.64)

Net Profit after Extraordinary Items 0.02) - (0.01) | (0.03) | (0.02) (0.64)

Adjustments on account of Prior period
Expenses -

Adjusted Profit (0.02) - (0.01) | (0.03) | (0.02) (0.64)
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Annexure — IIT

Notes forming part of the Accounts for the period ended 30th September, 2005.

1. BASIS OF ACCOUNTING:

i. The Company follows the Mercantile System of Accounting and recognises Income and
Expenditure on accrual basis. The accounts are prepared on historical cost basis and as a going
concern 'basis in accordance with generally accepted accounting principles.

ii. Accounting policies not specifically referred to otherwise are consistent and in accordance with
the Generally Accepted Accounting Principles followed by the Company.

2. Previous year's figures have been re-grouped and re-arranged wherever necessary.
3. In the opinion of the Board, the company has no contingent liability.
4, In the opinion of the Board, the current assets, loans and advances have a value on realisation in

the ordinary course of business equal to the amounts at which they are stated in the Balance Sheet.

5. There were no employees who were in receipt of remuneration aggregating to Rs.24,00,000/- or
more per year if employed for the full year, or Rs.2,00,000/- or more per month if employed for
part of the year.

6. In the opinion of the Board of Directors, the provision of assets / liabilities for timing difference on

account of accumulated losses is not made as no liability will arise in the foreseeable future.

7. The Financial statements pertain to six months ended 30th September, 2005 and hence, the same is
not strictly comparable with the previous year figures.
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Auditors Report with respect to the proposed investment by the Company in
Hyderabad Gems SEZ Ltd.

The Board of Directors,
Gitanjali Gems Ltd.
801/802, Prasad Chambers,
Opera House,

India.

Dear Sirs

At your request we have examined the annexed financial information of Hyderabad Gems SEZ Limited
(‘the Company') for the year ended 31* March, 2005 and six months period ended September 30, 2005,
including the significant accounting policies and being the last date upto which the accounts of the
Company have been made and audited by M/s. P. Murali & Co., Chartered Accountants, Hyderabad. We
understand that this financial information is required for the purpose of disclosure in the Offer Document
being issued by Gitanjali Gems Limited in connection with the Initial Public Offering ('IPO") for the issue
of 17,000,000 equity shares having a face value of Rs.10 each at an issue price to be arrived at by a book
building process (referred to as 'the Issue’).

This financial information has been prepared in accordance with the requirements of Paragraph B (1) of
Part I of Schedule II to the Companies Act, 1956 ('the Act');

We report that Hyderabad Gems SEZ Limited was incorporated on December 2, 2004. The Company
became a 100% subsidiary of your company on October 4, 2005. Your Company has invested Rs.0.5
million towards share capital in Hyderabad Gems as at 31* December, 2005. We further report that the
unconsolidated statements of Assets and Liabilities of the Company as at and for the year ended 31
March, 2005 and six months period ended in September 30, 2005 are as set out in Annexure I to this
report. No Profit an Loss statement for the year ended 31* March, 2005 and for the six months period
ended in September 30, 2005 is prepared as no activities have been started except certain on account
advances and deposits. These statements are to be read in accordance with the significant accounting
policies as appearing in Annexure II of this report. We have relied on the Auditors Report and Audited
Accounts for the year ended 31* March, 2005 and for the six months period ended in September 30, 2005.

This report should not be in any way construed as a re-issuance or re-dating of any of the previous audit
reports issued by us or by any other firm of Chartered Accountants nor should it be construed as a new
opinion on any of the financial statements referred to therein.

This report is intended solely for your information and for inclusion in the Offer Document in connection
with the specific Public Offer of Gitanjali Gems Limited and is not to be used, referred to or distributed
for any other purpose without our prior written consent.

For Ford, Rhodes, Parks & Co.
Chartered Accountants

Sd/-

A. D. Shenoy

Partner

Membership Number - 11549

Place Mumbai
Date January 31, 2006
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FINANCIAL STATEMENTS - HYDERABAD SEZ LTD.

ANNEXURE I - UNCONSOLIDATED STATEMENT OF ASSETS AND LIABILITIES

(Rs. in Million)

Particulars

As at

31-03-2005

30-09-2005

A. Fixed Assets
Gross block
Less Depreciation
Net Block
Less: Revaluation Reserve

Net Block after adjustment for Revaluation Reserve

B. Investments

C. Current Assets, Loans and Advances
Inventories
Sundry Debtors
Cash and Bank Balances
Loans and Advances

D. Liabilities and Provisions:
Secured Loans
Unsecured Loans
Current Liabilities and Provisions
Deferred Tax Liability

E. Net Worth

F. Represented by
Share Capital
Reserves
Less Revaluation Reserve
Reserves(Net of Revaluation Reserves)
Total

G. Misc. Expenditure to the extent not written off or
adjusted

H. Net Worth (F-G)

0.02
0.45

0.02
0.45

0.47

0.47

0.47

0.47

0.50

0.50

0.50

0.50

0.03

0.03

0.47

0.47
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Annexure - II

Significant Accounting Policies

a) General
1) The accounts are prepared on the historical basis and on the accounting
principles of a going concern.
(ii) Accounting policies not specifically referred to otherwise are consistent and in
consonance with generally accepted accounting principles.

b) Revenue Recognition

The Company follows the Mercantile systems of Accounting and recognizes income and
expenditure on accrual basis.

c) Gratuity

No provisions for gratuity has been made as no employee has put in qualifying period of service
for entitlement of this benefit.
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BASIS FOR ISSUE PRICE

The Issue Price will be determined by us in consultation with BRLMs, on the basis of assessment of market
demand for the Equity Shares, by way of Book Building Process.

Qualitative Factors

1. We are an integrated diamond and jewellery company having an international presence
2. We have access to DTC’s supply of diamonds through sightholder status of ‘Digico’.
3. We have a significant manufacturing capabilities

4.  We have a strong brand equity and some of the brands owned or managed by us are amongst the best

known brands in India

W

We have a strong distribution and marketing network

6. We have a broad range of certified diamond and jewellery products

Quantitative Factors

1. Adjusted Earnings per share (EPS) of face value of Rs.10

Gitanjali Gems Limited (Consolidated)

. Adjusted PAT Weighted Average .
Period (Rs. millions) number of Shares* EPS (Rs.) | Weights
Year ended March 31, 2003 194.50 30,010,000 6.48 1
Year ended March 31, 2004 128.19 30,010,000 4.27 2
Year ended March 31, 2005 102.09 30,010,000 3.40 3
Weighted Average 4.20
* The total number of shares outstanding as on date of filing of the RHP is 41,998,495
Gitanjali Gems Limited (Unconsolidated)
. Adjusted PAT " .
Period (Rs. millions) No. of shares EPS (Rs.) Weights
Year ended March 31, 2003 184.17 30,010,000 6.14 1
Year ended March 31, 2004 114.55 30,010,000 3.82 2
Year ended March 31, 2005 87.18 30,010,000 291 3
Weighted Average 375
* The total number of shares outstanding as on date of filing of the RHP is 41,998,495
2. Price/Earnings (P/E)* ratio in relation to Issue Price of Rs. 195
a. Based on March 31, 2005 ended consolidated EPS of Rs. 3.40 - 57.35
b. Based on weighted average consolidated EPS of Rs. 4.20 — 46.42

3. Weighted average return on Networth

Gitanjali Gems Limited (Consolidated)

. Adjusted PAT Networth % .

Period (Rs. millions) | (Rs. millions) | RONW (%)* | Weights
9.75%

Year ended March 31, 2003 194.5 1994.09 1

Year ended March 31, 2004 128.19 2.143.02 5.98% 2

Year ended March 31, 2005 102.09 2.245.10 4.55% 3

Weighted Average 5.89%

* RONW = Adjusted PAT/ Networth at the end of the year

Gitanjali Gems Limited (Unconsolidated)
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Period ?Rdsj_“lflti‘;ﬁol;‘:)T %:flflgﬁ';ons) RONW (%)* | Weights
Year ended March 31, 2003 184.17 2.031.01 9.07%

Year ended March 31, 2004 114.55 2.166.29 5.29% 2
Year ended March 31, 2005 87.18 2,253.47 3.87% 3
Weighted Average 5.21%

* RONW = Adjusted PAT/ Networth at the end of the year

4.  Minimum Return on increased Networth required to maintain pre issue EPS 2.96%

5. Net Asset Value per share (NAV) pre iss

Gitanjali Gems Limited (Consolidated)

ue

Net Asset Value No. of shares™*

Period (Rs. millions) NAY per share (Rs)
As on March 31, 2003 1994.09 | 30,010,000 66.45
As on March 31, 2004 2,143.02 | 30,010,000 71.41
As on March 31, 2005 2,245.10 | 30,010,000 74.81
As on September 30, 2005 3,460.37 | 39,998,495 86.51

* The total number of shares outstanding as o

Gitanjali Gems Limited (Unconsolidated)

n date of filing of the RHP is 41,998,495

Net Asset Value No. of shares*

Period (Rs. millions) NAY per share (Rs)
As on March 31, 2003 2,031.01 | 30,000,000 67.68
As on March 31, 2004 2,166.29 | 30,010,000 72.19
As on March 31, 2005 2,253.47 | 30,010,000 75.09
As on September 30, 2005 2,962.70 | 39,998,495 74.07

* The total number of shares outstanding as on date of filing of the RHP is 41,998,495

6. Net Asset Value per share (NAV) after the Issue

The NAV per Equity Share after the Issue is 114.83

Issue price per Equity share: Rs. 195

Issue Price per Equity Share will be determined on conclusion of book building process

7. Comparison with Industry Peers

We believe there are no listed company which have an integrated diamond processing, jewellery
manufacturing and jewellery retailing business. Hence there is no comparison with industry peers.

The BRLMs believe that the Issue Price of Rs. 195 per Equity Share is justified in view of the above
qualitative and quantitative parameters. See the section titled “Risk Factors” on page viii of this Prospectus
and the financials of the Company including important profitability and return ratios, as set out in the
Auditors Report on consolidated financial statements on page 140 of thisProspectus to have a more

informed view.
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STATEMENT OF TAX BENEFITS

The Board of Directors,
Gitanjali Gems Ltd.
801/802, Prasad Chambers,
Opera House,

Mumbai — 400 004.

Dear Sirs,
SUB : STATEMENT OF TAX BENEFITS

We hereby certify that the enclosed annexure states the tax benefits available to Gitanjali Gems Limited
(the “Company”) and to the Shareholders of the Company under the provisions of the Income Tax Act,
1961 and other direct and indirect tax laws presently in force.

The contents of the annexure page no.l to 6 are based on information, explanations and representations
obtained from the Company and on the basis of our understanding of the business activities and operations
of the Company.

A shareholder is advised to consider in his/her/its own case, the tax implications of an investment in the
equity shares particularly in view of the fact that certain recently enacted legislation may not have a direct
legal precedent or may have a different interpretation on the benefits, which an investor can avail.

For Ford Rhodes Parks & Co.
Chartered Accountants

Sd/-

A D Shenoy

(Partner)

Membership No.: 11549

Place: Mumbai
Date : 26" October, 2005
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Annexure page 1
The following tax benefits shall be available to the Company and the prospective shareholder under the
Direct & Indirect Tax Laws.

A. To the Company
Under the Income Tax Act, 1961 (IT Act)

i Under the Scheme of Amalgamation approved by the honorable Mumbai High Court,
Gemplus Jewellery India Limited, Giantti Jewels Private Limited and Prism Jewellery
Private Limited have been merged with the Gitanjali Gems Limited with effect from 1*
April,2005.

One of the amalgamating company is having carried forward business losses and
unabsorbed depreciation which will be available for set off under section 72 A of the IT
Act.

ii The company has a manufacturing unit in Special Economic Zone at Sachin, Surat and one
of the amalgamating company is also having manufacturing unit in Special Economic
Zone Andheri Mumbai.

Tax benefit under section 10 A of the IT Act is as follows;

= For the unit at Special Economic Zone Andheri Mumbai, Income from
exports are eligible for deduction up to Assessment year 2009-2010.

= For the unit at Special Economic Zone Sachin, Surat, the unit has started
the operations in the financial year 2004-05.The unit qualifies for tax
exemption under section 10 A and the amount exempt would be 100% of
the profits from exports for first five Assessment Years, 50% for next two
Assessment Years and for subsequent three years amount transferred to
Special Economic Zone Reserve Account not exceeding 50% of such
profits.

B. To the Members of the Company
Under the Income Tax, 1961 (IT Act)
Resident Members

i By virtue of Section 10(34) of the IT Act, income earned by way of dividend income
from domestic Company, are exempt from tax in the hands of the shareholders.

Annexure page 2

ii  Under Section 112 of the IT Act and other relevant provisions of the Act, long term
capital gains (ie. If shares are held for a period exceeding 12 months) (in cases not
covered under section 10(38) of the Act), arising on transfer of shares in the Company,
shall be taxed at a rate of 20% (plus applicable surcharge and educational cess) after
indexation as provided in the second proviso to section 48. The amount of such tax should
however be limited to 10% (plus applicable surcharge and educational cess) without
indexation at the option of the shareholder, if the transfer is made after listing of shares.

iii Under Section 48 of the IT Act, if the Company’s shares are sold after being held for
more than twelve months, the gains (in cases not covered under section 10(38) of the
Act), if any will be treated as long term capital gains and the gains shall be calculated by
deducting from the gross consideration the indexed cost of acquisition.
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v

In terms of section 10(38) of the IT Act, any long term capital gains arising to the
shareholder from transfer of long term capital asset being an equity shares in a Company
would not be liable to tax in the hands of the shareholder if the following conditions are
satisfied:

a. The transaction of sale should be entered into a recognized Stock Exchange in India,
b. The transaction is chargeable to such securities transaction tax as explained below:

01 In terms of Securities Transactions Tax as enacted by Chapter VII of the Finance
(No.2) Act, 2004, transaction for purchase and sale of the securities transaction
tax. As per the said provisions, any delivery based purchase and sale of equity
share in a Company through the recognized stock exchange is liable to securities
transaction tax at the rate of 0.075% of the value payable by both buyer and
seller. The non-delivery based sale transactions are liable to tax @0.015% of the
value payable by the seller. The finance bill 2005 has proposed that effective
from June 1, 2005 the securities transaction tax rate on any delivery based
purchase and sale of equity share in a Company through the recognized stock
exchange will be increased to 0.1% of the value payable by both buyer and
seller. Similarly the finance bill 2005 has also proposed that effective from June
1, 2005 the securities transaction tax rate on non-delivery based sale transaction
will be increased to 0.02% of the value payable by the seller.

Annexure page 3

Vi

02 In terms of section 88E of the Act, the securities transaction tax paid by the
shareholder in respect of the taxable securities transactions entered into in the
course of his business would be eligible for rebate from the amount of income-
tax on the income chargeable under the head “Profit and gains of business or
profession” arising from taxable securities transactions. As such, no deduction
will be allowed in computing the income chargeable to tax as capital gains, such
amount paid on account of securities transaction tax.

Under section S4EC of the IT Act and subject to the conditions and to the extent specified
therein, long term capital gains (in case not covered under section 10(38) of the Act)
arising on the transfer of shares of the Company will be exempt from capital gains tax if
the capital gain is invested within a period six (6) months after the date of such transfer
for a period of at least three (3) years in bonds issued by:

a) National Bank for Agriculture and Rural Development established under section 3 of
The National Bank for Agriculture and Rural Development Act. 1981;

b) National Highway Authority of India constituted under section 3 of The National
Highway Authority of India Act, 1988;

¢) Rural Electrification Corporation Limited, the company formed and registered under
the Companies Act. 1956;

d) National Housing Bank established under section 3(I) of the National Housing Bank
Act, 1987; and

e) Small Industries Development Bank of India established under section 3(I) of the
Small Industries Development Bank of India Act, 1989

Under section S4ED of the IT Act and subject to the conditions and to the extent specified
therein, long term capital gains (in cases not covered under section 10(38) of the Act) on
the transfer of shares of the Company, as and when it is listed, will be exempt from
capital gains tax if the capital gains are invested in shares of an Indian Company forming
part of an eligible public issue, within a period of six (6) months after the date of such
transfer and held for a period of at least one year. Eligible public issue means issue of
equity shares which satisfies the following conditions, namely

a) the issue is made by a public company formed and registered in India;
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Annexure page 4

vii

viii

b) the shares forming part of the issue are offered for subscription to the public.

If only a part of the capital gain is so reinvested, the exemption shall be proportionately
reduced. However, the amounts so exempted shall be chargeable to tax subsequently, if
the new equity share are transferred or converted into money within one year from the
date of their acquisition.

Under section 54F of the IT Act, long term capital gains (in cases not covered under
section 10(38) of the Act) arising to an individual or Hindu Undivided Family (HUF) on
transfer of shares of the Company will be exempt from capital gain tax subject to other
conditions, if the net consideration from such shares are used for purchase of residential
house property within a period of one year before and two years after the date on which
the transfer took place or for construction of residential house property within a period of
three years after the date of transfer.

Under section 111A of the IT Act and other relevant provisions of the Act, short-term
capital gains (i.e., if shares are held for a period not exceeding 12 months), arising on
transfer of shares in the Company on a recognized stock exchange, on which Security
Transaction Tax is charged, shall be taxed at a rate of 10% (plus applicable surcharge and
educational cess).

C. To the Mutual Fund

Under the Income Tax, 1961 (IT Act)

In terms of section 10(230) of the IT Act, all Mutual Funds set up by Public Sector Banks or
Public Financial Institutions or Mutual Funds registered under the Securities and Exchange
Board of India or authorized by the Reserve Bank of India, subject to the conditions specified
therein are eligible for exemption from income tax on all their income, including income from
investment in the shares of the Company.

D. To the Non-Resident Indians/Non Resident Shareholders (Other than Foreign Institutional

investors)

Apart from benefits as mentioned in (i)(ii)(iv)(v)(vi)(vii) of point no.3 above

Under the Income Tax, 1961 (IT Act)

Under section 115-1 of the IT Act, the non-resident Indian shareholder has an option to be
governed by the provisions of Chapter XII-A of the Income Tax Act, 1961 viz. "Special
Provisions Relating to Certain Incomes of Non-Residents" which are as follows:

a) Under section 115E of the IT Act, where shares in the Company are acquired or
subscribed for in convertible Foreign Exchange by a Non Resident Indian, capital
gains arising to the non-resident on transfer of shares held for a period exceeding 12
months on a recognized stock exchange, shall (in cases not covered under section
10(38) of the Act) be concessionally taxed at the flat rate of 10% (plus applicable
surcharge and educational cess) without indexation benefit but with protection
against foreign exchange fluctuation.

Annexure page 5

b) Under provisions of section 115F of the IT Act, long term capital gains (in case not
covered under section 10(38) of the Act) arising to a non-resident Indian from the
transfer of shares of the Company subscribed to in convertible Foreign Exchange (in
cases not covered under section 115E of the Act) shall be exempt from Income tax, if
the net consideration is reinvested in specified assets within six months of the date of
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transfer. If only part of the net consideration is so reinvested, the exemption shall be
proportionately reduced. The amount so exempted shall be chargeable to tax
subsequently, if the specified assets are transferred or converted into money within
three years from the date of their acquisition.

¢) Under provisions of section 115G of the IT Act, it shall not be necessary for a Non-
Resident Indian to furnish his return of income if his income chargeable under the
Act, consists of only source of income is investment income or long term capital
gains or both arising out of assets acquired, purchased or subscribed in convertible
foreign exchange and tax deductible at source has been deducted there from.

d) Under Section 115-1 of the IT Act, a Non-Resident Indian may elect not to be
governed by the provisions of Chapter XII-A for any Assessment Year by furnishing
his Return of Income under section 139 of the Income Tax Act declaring therein that
the provisions of the chapter shall not apply to him for that assessment year and if he
does so, the provisions of this chapter shall not apply to him; instead the other
provisions of the Act shall apply.

Under the first proviso to section 48 of the IT Act, in case of non-resident shareholder, in
computing the capital gains arising from the transfer of shares of our Company acquired
in convertible foreign exchange (as per exchange control regulations) (in cases not
covered by section 115E of the Act), protection is provided from fluctuations in the value
of rupee in terms of foreign currency in which the original investment was made. Cost
indexation benefits will not be available in such a case. The capital gains/loss in such a
case is computed by converting the cost of acquisition, sales consideration and
expenditure incurred wholly and exclusively in connection with such transfer into the
same foreign currency which was utilized in the purchase of the shares.

E. Foreign Institutional Investors (FIls)

Apart from benefits as mentioned in (iv)(v)(vi) of point no.3 above

i

Annexure page 6

ii

In terms of section 10(34) of the IT Act, any income by ways of dividend income referred
to in Section 115-O received on the shares of the company is exempted from the tax of
the IT Act are exempt in the hands of the institutional investors.

The income by way of short term capital gain or long term capital gains (not covered
under section 10(38) of the Act) realized by FIIs on sale of shares in the Company would
be taxed at the following rates as per Section 115AD of the Income Tax Act, 1961.

a) Short term capital gains -30% (plus applicable surcharge and educational cess)
b) Long term capital gains - 10% (without cost indexation plus applicable surcharge and
educational cess).

(shares held in the Company would be considered as a long term capital asset provided
they are held for a period exceeding 12 months).

F. Under the Wealth Tax Act, 1957

Shares held in a Company will not be treated as an asset within the meaning of Section 2(ea)
of Wealth Tax Act, 1957, hence Wealth Tax Act will not be applicable.

G. Under the Gift Tax Act, 1958

Gift tax is not leviable in respect of any gifts made on or after October 1, 1998. Therefore any
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gifts of the shares will not attract gift tax.

Notes:

1.

All the above benefits are as per the current tax law as amended by the Finance Act, 2005.
The stated benefits will be available only to the sole/first named holder in case the shares
are held by joint holders.

In respect of non-residents, the tax rates and the consequent taxation mentioned above
shall be further subject to any benefits available under the Double Taxation Avoidance
Agreements, if any, between India and the country in which the non-resident has fiscal
domicile.

This is just a summary only and not a complete analysis or listing of all potential tax
consequences of the purchase, ownership and disposal of shares. The statements made
above are based on the laws enforced and as interpreted by the relevant taxation
authorities as of date.
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INDUSTRY

The information presented in this section has been obtained from publicly available documents from
various sources, including officially prepared materials from the Government of India and its various
ministries, industry websites/publications and company estimates. Industry websites/publications generally
state that the information contained in therein has been obtained from sources believed to be reliable but
their accuracy and completeness are not guaranteed and their reliability cannot be assured. Although we
believe industry, market and government data used in this Prospectus is reliable, it has not been
independently verified. Similarly, internal Company estimates, while believed by us to be reliable, have not
been verified by any independent agencies.

Overview

Th