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This Public Announcement (‘PA’) is being issued by Ernst & Young Merchant Banking Name Date No. of | Transaction Price
Services Private Limited (‘Manager to the Offer’ or ‘EYMBS’), for and on behalf of Mr. Shares per share
Utkarsh Bhikhoobhai Shah, Mr. Raj B. Shah, Mr. Sukoon V. Shah, Mr. Bimal Mr. Hemant Navinchadra Shah| 18 January, 2010 | 499 | Purchase of Shares | Rs. 13.75
Dashrathbhai Parikh, Mrs. Mamta Bimal Parikh, Bimal D. Parikh HUF, Mr. Hemant W1 Hemant Navinchadra Shah | 213 2000 207 | Purchase of Sh Rs 15.90
Navinchandra Shah and Mr. Rohan Hemant Shah (hereinafter referred to as I. rieman aanc adia Sha anuary, urchase of Shares | RS. 1.
‘Acquirers’), pursuant to and in compliance with Regulation 10 and Regulation 12 Mr. Hgmant Nav.mchadra Shah | 27 January, 2010 906 | Sale of Shares Rs. 17.22
and other applicable provisions of Securities and Exchange Board of India (Substantial Mr. Bimal D Parikh 31 January, 2010 | 3,028 | Purchase of Shares | Rs. 15.25

Acquisition of Shares and Takeovers) Regulations, 1997 and subsequent amendments

thereto (‘SEBI (SAST) Regulations’).

1. The Offer

1.1.  The Acquirers are making this offer to the public shareholders of H. K. Finechem
Limited (‘HKFL' or ‘Target Company’) to acquire 19,00,000 fully paid-up equity
shares of Rs. 10/- each, (‘Offer Shares’) representing 20% of the voting equity
share capital of HKFL at a price of Rs. 25.20 per equity share (‘Offer Price’),
payable in cash, in terms of Regulation 10 and Regulation 12 of the SEBI
(SAST) Regulations subject to the terms and conditions mentioned hereinafter
(the ‘Offer’ or ‘Open Offer’).

1.2.  OnFebruary 15, 2010 the Acquirers entered into a Share Purchase Agreement
('SPA) with the existing promoters and promoter group entities of the Target
Company (including individuals, HUFs and companies) more specifically set
out hereunder (hereinafter collectively referred to as the ‘Sellers’) the Target
Company and the continuing shareholders, as described in clause 1.2.2 below,
to acquire 39,59,223 equity shares of Rs. 10/- each, representing 41.68% of
the voting equity share capital of the Target Company (‘Sale Shares’):

Details of the shares to be acquired through the SPA:

SI.No. | Name of the Sellers Number of | Sale consideration
Equity Shares (in rupees)

Seller | Mr. Rajan Ramkrishna Harivallabhdas, 2 35

No.1 | son of Mr. Ramkrishna Harivallabhdas

Seller | Mr. Dharmesh Rajan Harivallabhdas, 29,51,250 7,37,86,470

No. 2 | son of Mr. Rajan Ramkrishna Harivallabhdas

Seller | ShriArya Investments Private Limited, 4,32,268 1,07,58,331

No.3 | acompany incorporated under the Companies

Act, 1956 (the ‘Act))

Seller | ShriAja Impex Private Limited, 1,91,401 47,63,608

No. 4 | acompany incorporated under the Act

Seller | Shri Abhyudaya Chemicals Private Limited, 1,31,801 32,80,277

No.5 | acompany incorporated under the Act

Seller | Mr. Ashish Prafulbhai Patel, 1,50,000* 37,65,000

No. 6 | son of Mr. Prafulbhai Patel

Seller | Mr. Ambrish Ramkrishna Harivallabhdas, 2,000 49,876

No.7 | son of Mr. Ramkrishna Harivallabhdas,

Seller | Mrs. Bhadrasheela Rajan Harivallabhdas, 501 12,519

No. 8 | wife of Mr. Rajan Ramkrishna Harivallabhdas

Seller | Mr. Rajan Ramkrishna Harivallabhdas, 1,00,000 24,88,810

No.9 | karta of Rajan R. Harivallabhdas HUF

Total 3,959,223 9,89,04,926

* the shares will be transferred subsequently at an agreed consideration of Rs. 25.10/-

per share, as per SPA. Further details on this transfer by Seller No 6 are provided at

clause nos. 1.3.7, t0 1.3.9.

The Seller nos. 1 to 9 are collectively referred to as ‘Sellers’.

1.2.1. The details of the shareholding of the Sellers and the continuing shareholders
(the Promoter Group of the Target Company) are as follows:

No of Shares % of voting equity share capital
Sellers 39,59,223 41.68%
Continuing shareholders 16,78,287 17.67%
Total 56,37,510 59.34%

1.2.2. Interms of the SPA, some of existing promoters will continue to hold their shares
in the Target Company, comprising of (1) Harihar Manufacturing and Trading
Private Limited, (2) PCD Investments Private Limited, (3) UKM Investments
Private Limited, (4) Chadrika Family Trust, and (5) Mr. Nahoosh Jayvadan
Jariwala, karta of Nahoosh Jayvadan Jariwala HUF (‘Continuing Shareholders’).

1.3.  The Acquirers have agreed to acquire the entire shareholding of the Sellers in
terms of the SPA. The relevant terms of the SPA are as follows:

1.3.1. The SPA contains a provision that the parties to the SPA shall not act upon the
sale and purchase of the Sale Shares in the event of non-compliance of the
provisions of the SEBI (SAST) Regulations by the parties.

. The Continuing Shareholders shall neither pledge, transfer, sale and/or create
any third party rights, title, interest with respect to their shareholding in the
Target Company till the completion of Open Offer formalities nor offer their
shares in the Target Company in the Open Offer.

. Mr. Nahoosh Jayvadan Jariwala shall continue as Executive Director on the Board
of Directors of the Target Company till the completion of the Open Offer formalities.

1.3.4. The non-compete clause of the SPA prohibits, for a tenure of five years
commencing from the date of the SPA, each of the Sellers, except Seller Nos.
6 and 7, including their respective relatives and affiliates, without the prior
written approval of the Acquirers, from being engaged in, establish, own,
manage, operate, join or participate, control, lend money or render financial or
other assistance to or participate in or be connected with, as a partner,
stockholder, co-venturer, consultant or otherwise directly or indirectly in any
business or undertake any activity, which shall be in direct or indirect competition
with or is same as any part of the processing of a) Sunflower, Soya and Cotton
seed acid oil and its derivatives; b) Sun flower, Soya and Cotton Seed
deodorized distillate and its derivatives; c) Dimer and monomer fatty acid; and
d) production of cardanol for sale business. However, the Acquirers have not
paid and are not liable to pay any consideration to Sellers as non-compete fee
over and above the consideration paid for acquiring the Sale Shares.

1.3.5. The directors representing the Sellers, namely, Mr. Rajan R. Harivallabhdas,
Mr. Chinubhai R. Shah, Mr. Praful Anubhai, Mr. Janak G. Nanavaty,
Mr. Himanshu C. Patel, Mr. Naishadh | Parikh, Mr. Dharmesh R. Harivallabhdas
shall resign from the Board of Directors of the Target Company, after expiry of 21
days from the date of PA, in terms of Regulation 22(7) of SEBI (SAST) Regulations.

. In terms of Regulation 22(7) of SEBI (SAST) Regulations, the Acquirers have the

right to nominate directors on the board of the Target Company after depositing in

the escrow account hundred per cent of the consideration payable in cash.

The Sale Shares are free from all lien, claim, pledge, charge, mortgage and

encumbrance, save and except the 1,50,000 shares held by Seller No. 6, which

are attached by the Income Tax Department.

. Out of the Sale Shares (as defined above in Clause No. 1.2), 1,50,000 shares
representing 1.58% of the voting equity share capital of the Target Company
and held by Seller No. 6, are attached by the Income Tax Department. As per
the SPA, the Seller No. 6 shall transfer the shares to the Acquirers once the
Income Tax Department lifts the attachment order and upon transfer of the
said shares, the Acquirers shall pay the consideration of Rs. 25.10 per equity
share, aggregating Rs. 37,65,000/- (Rupees Thirty Seven Lakhs Sixty Five
Thousand only), to the Seller No. 6 as agreed in the SPA.

1.3.9. The Seller No. 6 and Seller No. 1 jointly and each of them severally are responsible

for ensuring the transfer of 1,50,000 shares by Seller No. 6 to the Acquirers.

1.4. The Acquirers acquired and the Sellers sold 28,88,483 equity shares of the
Target Company at a price of Rs. 25.15 per equity share of Rs. 10/- each,
constituting 30.41% of the voting equity share capital of the Target Company,
for a consideration of Rs. 7,26,33,378/- (Rupees Seven Crore Twenty Six Lakhs
Three Hundred and Seventy Eight only) by carrying out block deals on the
Bombay Stock Exchange Limited (‘BSE’) on February 15, 2010.

1.5.  Further, the Acquirers acquired and the Sellers sold 9,20,740 equity shares of
the Target Company at a price of Rs. 25.10 per equity share of Rs. 10/- each,
constituting 9.69% of the voting equity share capital of the Target Company,
for a consideration of Rs. 2,31,10,446/- (Rupees Two Crore Thirty One Lakhs
Ten Thousand Four Hundred and Forty Six only) by carrying out bulk deals on
the BSE on February 15, 2010.

1.6. The details of the shares acquired by the Acquirers through block deal and
bulk deal on February 15, 2010 and the shares to be transferred from the
Seller No. 6 upon the lifting of attachment by the Income Tax Department, are

1.3.7.

given below;
Acquirer Acquired through Acquired through To be Total
block deal bulk deal transferred
by Seller No. 6

No.of| Price per |  No.of| Price per No. of

shares | share (Rs.) | shares |share (Rs.) | No. of shares shares
Mr. Utkarsh 11,00,090 25.15 Nil Nil 43,319 | 1,143,409
Bhikoobhai Shah
Mr. Raj B. Shah 5,51,009 25.15 Nil Nil 21,698 | 572,707
Mr. Sukoon V. Shah Nil Nil | 3,80,740 25.18 14,993 | 395,733
Mr. Bimal 548,692 25.15 Nil Nil 21,606 | 570,298
Dashrathbhai Parikh
Mrs. Mamta Nil Nil | 1,50,000 25.05 5907 | 155,907
Bimal Parikh
Bimal D. Parikh HUF Nil Nil | 1,90,000 25.05 7482 | 197,482
Mr. Hemant 6,88,692 25.15 Nil Nil 21119 | 715,811
Navinchandra Shah
Mr. Rohan Nil Nil | 2,00,000 25.05 7,876 | 207,876
Hemant Shah
Total 28,88,483 9,20,740 1,50,000 | 39,59,223

1.7. As a result of the above acquisition of shares, the Acquirers are making a
mandatory Offer to the public shareholders of the Target Company for acquiring
up to 19,00,000 fully paid up equity shares of Re. 10/- each constituting 20%
of the voting equity share capital of the Target Company at Rs. 25.20 (Rupees
twenty five and paise twenty only) per equity share aggregating to
Rs. 4,78,80,000/- (Rupees Four Crore Seventy Eight Lakhs Eighty Thousand
only) (‘Offer Size’) in terms of Regulation 20 of the SEBI (SAST) Regulations
payable in cash subject to the terms and conditions mentioned hereinafter and
the terms and conditions that will be set out in the letter of offer in relation to
the Offer (the ‘Letter of Offer’).

1.8.  The Acquirers shall acquire the title and interest of the Sellers in and unto the
Sale Shares together with all benefits and rights and obligations attaching
thereto only upon the completion of the Offer.

1.9. Other than the acquisition of the Sale Shares, some of the Acquirers, have
acquired/sold the shares in the Target Company during the twelve months
preceding the date of this PA, the detalils of the same are as follows:

1.10. Ason the PAdate, other than the Sale Shares, the Acquirers are holding directly
and indirectly through their relatives and affiliates, 1,09,563 equity shares of
Rs. 10/- each representing 1.15% of the voting equity share capital of the
Target Company, the details of such holding is as follows:

Name Relationship | No of shares | % of voting capital
Bimal D. Parikh HUF Acquirer 5,000 0.05%
Mamta B. Parikh Acquirer 10,000 0.11%
Ashmak Investments Private Limited Affiliate 2,000 0.02%
Dashrath Jagmohan Investments Private Limited Affiliate 5,000 0.05%
Bimal D. Parikh Acquirer 13,028 0.14%
Priyam B. Parikh Relative 3,000 0.03%
Super Enterprise Affiliate 71,535 0.75%
Total 109,563 1.15%

1.11. There are no ‘Persons Acting in Concert’ (‘PAC’) within the meaning of
Regulation 2(1)(e)(1) of the SEBI (SAST) Regulations in relation to this Offer.
However, due to the applicability of Regulation 2(1)(e)(2) of the SEBI (SAST)
Regulations, there will be certain relatives / affiliates deemed to be PAC(s)
with the Acquirers.

1.12. Ason date of this PA, the paid up equity share capital of HKFL is Rs. 9,50,00,000
represented by 95,00,000 equity shares of Rs. 10 each.

1.13. As on the date of this PA, there are no outstanding partly paid up shares in the
Target Company and there are no other instruments convertible into equity
shares of the Target Company at a future date.

1.14. The acquisition of the Sale Shares by the Acquirers from the Sellers will result
in substantial acquisition of shares and together with the shareholding of the
Continuing Shareholders (17.67% of the paid up equity capital) will also result
in change in management control of the Target Company. Hence, the Acquirers
are hereby making this Open Offer in compliance with Regulations 10 and 12
of the SEBI (SAST) Regulations.

1.15. Neither the Acquirers nor the Target Company nor the Sellers have been
prohibited by the Securities and Exchange Board of India (hereinafter referred
to as “SEBI") from dealing in securities, in terms of direction under Section 11B
of the Securities and Exchange Board of India Act, 1992 (hereinafter referred
to as “SEBI Act”) or under any of the Regulations made under the SEBI Act.

1.16. This Offer is being made to all the shareholders of the Target Company (except
to the Acquirers, Sellers and the Continuing Shareholders) and is not conditional
on any minimum level of acceptance by the shareholders of the Target
Company. The Acquirers will acquire all the shares that are validly tendered as
per the terms of the Offer, up to a maximum of 19,00,000 equity shares at the
Offer Price.

1.17. The Offer is subject to the terms and conditions set out herein and in the Letter
of Offer that would be sent to the shareholders of HKFL.

1.18. The Manager to the Offer does not hold any equity shares in the Target Company
as on the date of this PA.

1.19. This is not a competitive bid.

2. The Offer Price

2.1.  The equity shares of HKFL are currently listed on the BSE and the Ahmedabad
Stock Exchange Limited (‘ASE’).

2.2.  The annualized trading turnover during the preceding six calendar months
ended January 2010 in each of the Stock Exchange where the shares are
listed is as follows:-

Name of the Total Number of Total Number of Annualized Trading

Stock Exchange

shares traded during
August ‘09 - January '10

Listed Shares (Equity) Turnover (% of

total listed shares)

BSE

2,87,076 95,00,000 6.04%

ASE

not traded 95,00,000 -

Based on the above information, the equity shares of HKFL are frequently traded on

BSE

(source: bseindia.com) and infrequently traded on ASE during the six months

period mentioned above within the meaning of explanation (i) to Regulation 20(5) of
the SEBI (SAST) Regulations.

2.3.

The Offer Price of Rs. 25.20/- per equity share is justified in terms of Regulation
20(4) and Regulation 20(5) of the SEBI (SAST) Regulations, in view of the
following:-

a) | Negotiated price as per the SPA (agreed consideration payable to Seller No.6) Rs. 25.10
b) | Highest price paid by Acquirers for acquisition, if any, including by way of Rs. 25.18
allotment in a public or rights issue or Preferential issue during the 26 weeks
prior to the date of the PA
¢) | The average of the weekly high and low of the closing prices of the shares of Rs. 14.40
HKFL on the BSE, during 26 weeks period ended on February 17, 2010 i.e. the
date preceding the date of PA
d) | The average of the daily high and low of the prices of the shares of HKFL on Rs. 24.28
the BSE, during 2 weeks period ended on February 17, 2010 i.e. the date
preceding the date of PA
e) | Other parameters with reference to the Target Company for For the
Year ended
March 31, 2009
Return on Net Worth (%) (10.30)%
Book Value (Rs. per share.) 14.05
Earnings per Share (Rs. per share) (1.53)
Price Earnings Ratio based on Offer Price N.A.
Price Earnings Ratio - Industry Average (Chemicals) - Source: Capital Market 15.50
Journal Vol. XXIV/24- January 25 to February 7, 2010.

Mr. Ronak Shah, (Membership No. 102249), Partner, Jhaveri Shah & Co.,
Chartered Accountants, having its office at 503, Aniket, C. G. Road,
Navrangpura, Ahmedabad 380 009 has vide his letter February 17, 2010,
certified the value of the equity shares of HKFL as Rs. 12.44 based on the
decision of the Hon’ble Supreme Court of India in case of Hindustan Lever
Employees Union vs Hindustan Lever Limited, 1995, (83 Com case 30) (“HLL
Case”) using a combination of Book Value (Net Asset Value), Price Earning
Capacity Value (PECV) and Market Price.

In view of the above, the Offer Price of Rs. 25.20 per equity share is justified
as per the SEBI (SAST) Regulations.

2.4.  During the Offer period, Acquirers may acquire additional equity shares of the
Target Company in accordance with the SEBI (SAST) Regulations. In the event
that the Acquirers acquire additional equity shares of the Target Company during
the Offer period, such purchase shall be disclosed to the stock exchanges where
the equity shares of the Target Company are listed and to the Manager to the
Offer in accordance with Regulation 22(17) of the SEBI (SAST) Regulations.

2.5. If the Acquires acquire equity shares of HKFL after the date of PA upto seven
working days prior to the closure of the Open Offer at a price higher than the
Offer Price then the highest price paid for such acquisition shall be payable for
all valid acceptances received under the Open Offer.

2.6. Tothe extent of the Offer size, all equity shares of the Target Company that are
validly tendered pursuant to this Offer are proposed to be acquired by the
Acquirers. The equity shares acquired by the Acquirers will be free from all
liens, charges and encumbrances and together with all rights attached thereto,
including the right to all dividends, bonus and rights offer declared hereafter.

2.7. This PA is being released, as per Regulation 15(1) of the SEBI (SAST)
Regulations in Financial Express (national daily - all English editions and
Gujarati edition, Jansatta (Hindi national daily — all editions), and Navshakti
(Marathi regional language — Mumbai edition).

3. Information on the Acquirers

3.1. The names, addresses and net worth of the Acquirers are as follows:

SI. | Name Age | Address Net | Occupation /
No (years), Worth | Experience (Yrs)
Qualific- (Rs.
ation Lakhs)
1| Mr. Utkarsh 49 | 10 Heritage Residency, | 1,406.92* | Engaged in business of
Bhikhoobhai Shah, B.Sc. | Thaltej-Shilaj Road, coalllignite transportation,
son of M. Thaltej, coal trading, real estate
Bhikhoobhai Shah Ahmedabad 380 054 since last 30 years
2| Mr.Raj B Shah, 53 | 28, Heritage Homes, | 1,088.61* | Engaged in business of
son of Mr. B.Com | Thaltej-Shilaj Road, coal / lignite transportation,
Bhikhoobhai Shah Thaltej, coal trading, real estate
Ahmedabad 380 054 since last 30 years
3| Mr. Sukoon V Shah, 21, | 202, Heritage Crescent, | 583.56* | Engaged in business of
son of Mr. Vipool Shah | B. Com. | Opp Karnavati Club, coal / lignite transportation,
Nr Mahmodham, coal trading, real estate
Prahladnagar, since last 7 years
Ahmedabad 380 052
4 | Mr. Bimal Dashrathbhai | 49, |9 Heritage Residency, | 548.81* |Engaged in manufacture of
Parikh, son of Mr. BE. | Thaltej-Shilaj Road, dyes & chemicals
Dashrathbhai Patel Thaltej, since last 30 years .
Ahmedabad 380 059
5 | Mrs. Mamta Bimal 46, | 9 Heritage Residency, | 366.45* |Experience in manufacturing
Parikh, wife of BA. | Thaltej-Shilaj Road, & investment activities
Mr. Bimal Parikh Thaltej,
Ahmedabad 380 059
6 | Bimal D Parikh HUF Not | 9 Heritage Residency, | 150.65* | Not applicable
applicable | Thaltej-Shilaj Road,
Thaltej,
Ahmedabad 380 059
7| Mr. Hemant 48, | Navprakash, 368.20% | Involved in business of
Navinchandra Shah B. Com | Opp Dharmyug Appt, logistics, garments, trading
son of Mr. Gulhai Tekra, of minerals, and retailing
Navinchandra Shah Ahmedabad 380 006 since 25 years
8 | Mr. Rohan Hemant 23, | Navprakash, 214.38* | Involved in business of
Shah, son of B.E. | Opp Dharmyug Appt, hosiery 6 months
Mr. Hemant Shah Gulbai Tekra,
Ahmedabad 380 006

*Networth as on December 31, 2009, as certified by Mr. Ronak Shah, (Membership No. 102249), Partner,
Jhaveri Shah & Co., Chartered Accountants, having its office at 503, Aniket, C. G. Road, Navrangpura,
Ahmedabad 380 009

**Networth as on March 31, 2009, as certified by Mr. Rajendra M. Mulani, (Membership No. 40768), Partner,
Mulani Kajarekar & Co., Chartered Accountants, having its office at 204, Simandhar Avenue, 8, Kailash
Society, Near H.K. House, Ashram Road, Ahmedabad 380 009
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Information about the Target Company

H.K. Finechem Limited is a public limited company with its registered office
situate at 201, Aniket, C. G. Road, Navrangpura, Ahmedabad 380 009,
Tel. No. 079-26468752, Fax No.: 079-26460910.

The Target Company was incorporated on May 25, 1985 under the Act.

The equity shares of the Target Company are listed on BSE and ASE.

The Target Company is involved in the business of manufacturing and
distribution of speciality chemicals and has its manufacturing facility in the
state of Gujarat.

As on the date of the PA, the authorized share capital of the Target Company
is Rs. 15,00,00,000/- (Rupees fifteen crore only) divided into 1,45,00,000 equity
shares of Rs. 10/- each aggregating to Rs.14,50,00,000/- (Rupees fourteen
crore fifty lakhs only) and 50,000 preference shares of Rs. 100/- each
aggregating to Rs. 50,00,000/- (Rupees fifty lakhs only). The paid up share
capital of the Target Company is Rs. 9,50,00,000/- (Rupees Nine Crore Fifty
Lakhs only) divided into 95,00,000 equity shares of Rs.10/- each.

As on the date of this PA, there are no outstanding partly paid up shares in the
Target Company and there are no other instruments convertible into equity
shares of the Target Company at a future date.

Based on the latest audited annual accounts of the Target Company, the
summary of financial information of the Target Company for the year ended
March 31, 2009 is as follows:

Particulars Rs. in Lakhs

Total Income 3,409

(Loss) / Profit before tax (203)

(Loss) / Profit after Tax (145)

Share Capital 950

Reserves 457

Diluted Earnings Per Share (Rs.) (1.53)

Book Value Per Share(Rs.) 14.05

Networth 1,407

Return on Net Worth (%) (10.30)%

Reasons for the acquisition, rationale for the Offer and future plans
The Acquirers have entered into an SPA on February 15, 2010 to acquire
39,59,223 equity shares of Rs.10/- each of HKFL, representing 41.68% of the
paid up Share capital of HKFL from the Sellers. This acquisition is thus a
substantial acquisition of shares in HKFL, which will enable the Acquirers
together with the continuing shareholder to gain control of the Target Company.
As a result of this acquisition, provisions of Regulations 10 and 12 of the SEBI
(SAST) Regulations have been attracted. The Acquirers are making this Offer
to acquire 19,00,000/- fully paid Equity Share of Rs. 10/- each being 20% of
the voting equity Share capital of HKFL in order to comply with the provisions
of the SEBI (SAST) Regulations.

After conclusion of the Open Offer, assuming full acceptance in the Open Offer
the shareholding of the Acquirers in the Target Company will be as follows

Pending transfer of shares |  Completion of transfer of
by Seller No. 6 shares by Seller No. 6

Acquirers Continuing |  Acquirers Continuing
Shareholders Shareholders

Existing Shareholding 1,09,563 16,78,287 1,09,563 16,78,287

38,09,223 Nil | 39,569,223 Nil

Acquisition through SPA

Open Offer 19,00,000 Nil | 19,00,000 Nil

Total Shareholding 58,18,786 16,78,287 |  59,68,786 16,78,287

% of voting equity capital 61.25% 17.67% 62.83% 17.67%
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The Acquirers propose to increase the present product capacities and portfolios
by investing in technology and will also explore other avenues for achieving
organic growth by infusing requisite funds for capital expenditure and long
term working capital.

The Acquirers does not have any plans to dispose off or otherwise encumber
any assets of the Target Company in the next two years except in the ordinary
course of business of the Target Company.

The Acquirers undertakes that they shall not sell, dispose off or otherwise
encumber any substantial assets of the Target Company except with the prior
approval of the shareholders of the Target Company as required under
applicable law.

The Acquirers have right to appoint directors on the Board of Directors of the
Target Company after a period of twenty one days from the date of PA, in
terms of second proviso to Regulation 22(7) of the Regulations.

Statutory Approvals and Other Approvals for the Offer

The Offer is subject to the Acquirers obtaining all necessary approvals including
the approval from Reserve Bank of India (RBI) under the Foreign Exchange
Management Act, 1999 as amended from time to time and the rules and
regulations made there under for the acquisition/transfer of Offer Shares
tendered pursuant to this Offer, if required.

To the best of the knowledge and belief of the Acquirers, as on the date of this
PA, there are no statutory approvals or approvals from financial institutions or
banks required to acquire the equity shares tendered pursuant to this Offer.
However, the Offer would be subject to all statutory approvals that as may be
required and/or may subsequently become necessary, to acquire equity shares
at a later date, before completion of the Offer.

In case of delay in receipt of any statutory approval, SEBI has the power to
grant an extension of the time required for payment of consideration to the
shareholders under the Offer subject to the Acquirers agreeing to pay interest
for the delayed period in accordance with Regulation 22(12) of the SEBI (SAST)
Regulations. If the delay occurs due to the willful default or neglect or inaction
or non-action on the part of the Acquirers in obtaining the requisite approvals,
Regulation 22(13) of the SEBI (SAST) Regulations will also be applicable. The
Acquirers will not proceed with the Offer in terms of Regulations 27 of the
SEBI (SAST) Regulation in the event any statutory approvals indicated herein,
is not obtained.

Disclosure in terms of Regulation 21(2)

As per the listing agreement with the BSE, the ASE and the Target Company
and in terms of Clause 40A of the Listing Agreement, the Target Company is
required to maintain a minimum threshold of 25% public shareholding for listing
on a continuous basis.

Upon completion of the Offer, assuming full acceptances in the Offer and taking
into account the Sale Shares and the existing shareholding of the Acquirers
and their relatives and affiliates, the Acquirers alongwith Continuing
Shareholders will hold 76,47,073 Equity Shares in the Target Company
representing 80.50% of the total paid up equity share capital of the Target
Company. The Acquirers undertake that in case the public shareholding falls
below the limits specified in the Listing Agreement with the stock exchange for
listing on a continuous basis pursuant to shares acquired pursuant to the Offer
and open market purchases made by the Acquirers during the Offer, if any,
then the Acquirers shall take necessary steps to facilitate compliance by the
Target Company with the relevant provisions of Clause 40A of the Listing
Agreement, within the time period mentioned therein.

Financial Arrangements for the Offer

The total fund requirement or the maximum consideration of the Offer, assuming
full acceptance of the Offer, will be Rs. 4,78,80,000/- (Rupees Four Crore
Seventy Eight Lakhs Eighty Thousand only) i.e. consideration payable for
acquisition of 19,00,000 fully paid-up equity shares of HKFL at an Offer Price
of Rs. 25.20 per share (‘Maximum Consideration’).

The Acquirers have made firm financial arrangements to meet their obligations
in full under the Offer. For this purpose the Acquirers intend to utilize their own
resources.

In accordance with Regulation 28 of the SEBI (SAST) Regulations the Acquirers
have opened an Escrow Account and deposited a sum of Rs. 1,19,70,000/-
(Rupees One Crore nineteen lakhs seventy thousand only), being 25% of the
consideration payable under the Offer with HDFC Bank, Fort Branch, Mumbai
at Mankji Wadia Building, Nanek Motwane Marg, Fort, Mumbai 400 023
(“Escrow Banker”). The Manager to the Offer is duly authorised by the Acquirers
to realize the value of the aforesaid escrow account in terms of the SEBI (SAST)
Regulations.

Mr. Ronak Shah, (Membership No. 102249), Partner, Jhaveri Shah & Co.,
Chartered Accountants, having its office at 503, Aniket, C. G. Road,
Navrangpura, Ahmedabad 380 009 have certified vide letter dated February
17, 2010 the adequacy of financial resources of the Acquirers for fulfilling the
obligations under the Offer.

Based on the above and based on the confirmations received from the Escrow
Banker and the Chartered Accountant, the Manager to the Offer has satisfied
that the Acquirers have the ability to implement the Offer in accordance with
the SEBI (SAST) Regulations as firm arrangements for funds for payment
through verifiable means are in place to fulfill the Offer obligations under the
SEBI (SAST) Regulations.

Other Terms of the Offer

The Letter of Offer, specifying the detailed terms and conditions, together with
the Form of Acceptance cum Acknowledgement (“Form of Acceptance”), Form
of Withdrawal and Transfer Deed (for shareholders holding equity shares in
the physical form) will be mailed to the shareholders of HKFL whose names
appear on the register of members of HKFL and to the Beneficial Owners of
the equity shares of HKFL whose names appear as beneficiaries on the records
of respective depositories, at the close of the business hours on Friday, March
19, 2010 (the “Specified Date”).

All owners of equity shares, registered or unregistered, are eligible to participate
in the Offer (except the Acquirers, Sellers and Continuing Shareholders) anytime
before closure of the Offer

Shareholders who hold equity shares of HKFL in physical form and wish to
tender their equity share pursuant to the Offer will be required to submit the
Form of Acceptance, original Share Certificate(s) and Transfer Deed(s) duly
signed to the Registrar to the Offer — Sharepro Services (India) Private Ltd.,
13 AB, Samhita Warehousing Complex, 2nd Floor, Near Sakinaka Telephone
Exchange, Andheri — Kurla Road, Sakinaka, Andheri (E), Mumbai - 400 072.
Telephone Nos: 022-67720300 / 400, Fax No: 022-2850 8927, so as to reach
on or before the closure of the Offer i.e. May 3, 2010 in accordance with the
instructions provided in the Letter of Offer and the Form of Acceptance. In
case of non-receipt of the Letter of Offer, shareholder(s) may download the
same from the SEBI website or obtain a copy of the same from the Manager to
the Offer or Registrar to the Offer on providing suitable documentary evidence
of acquisition of the said shares.

The Registrar to the Offer will open a Special Depository Account with National
Depository Services Limited (‘NSDL") as Depository. The Shareholders of the
Target Company having their beneficiary account in Central Depository Services
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Limited (CDSL) shall use the inter-depository delivery instruction slip for the
purpose of crediting their shares in favor of the Special Depository Account
with NSDL. The details of the Special Depository Account will be provided in
the Letter of Offer.

Beneficial owners (holders of shares in dematerialized form) who wish to tender
their shares of the Target Company will be required to send their Form of
Acceptance cum Acknowledgement along with the photocopy of the delivery
instruction in “Off-market” mode or counterfoil of the delivery instructions in
“Off-market” mode, duly acknowledged by the Depository Participant (“DP"),
in favor of the special depository account to the Registrar to the Offer to the
Address given below, so as to reach on or before the closure of the Offer, i.e.,
not later than May 3, 2010, in accordance with the instructions to be specified
in the Letter of Offer and in the Form of Acceptance cum Acknowledgement.

Name and Address of the Collection Center of Sharepro Services (India)
Private Ltd.

Collection Center

Mode of
Delivery

Contact Tel . No. Fax No.

Person

Mumbai
Sharepro Services (India) Pvt Ltd,

13A

2" Floor, Near Sakinaka Telephone
Exchange, Andheri - Kurla Road,
Sakinaka, Andheri (E), Mumbai - 400 072

Post/
Hand Delivery

Mr. Ganesh 022-67720300 | 022-28508927

B, Samhita Warehousing Complex, | Rane

Ahmedabad
Sharepro Services (India) Pvt Ltd,
clo Skystock Financials,

305,

Opposite Sakar 111,
Near Samruddi Income Tax,

Ahmi

Mr. Vijay Iyer | Hand Delivery | 9327000949 | 079-66052469

Rajkamal Plaza B,

edabad - 380 014

The collection center of the Registrar to the Offer mentioned herein above will be open as follows: Monday to Friday

10.00
Public

a.m. 10 4.30 p.m and on Saturdays 10.00 a.m. to 1.30 p.m. The center will be closed on Sundays and other
Holidays.

Forms of Acceptance of dematerialized equity shares not credited to the Special Depository Account on or before
the closure of the Offer are liable to be rejected. Beneficial owners are therefore requested to tender their delivery
instructions at least two days prior to the closing of the Offer.
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Unregistered owners or shareholders who have not received the Letter of Offer,
may send their consent, to the Registrars to the Offer, on a plain paper stating
the name, address, number of shares held, number of shares offered, along
with the documents as mentioned above, so as to reach the Registrar to the
Offer on or before the closure of the Offer, or in the case of beneficial owners,
they may send the application in writing to the Registrar to the Offer, on a plain
paper stating the name, address, number of shares held, number of shares
offered, DP Name, DP ID, beneficiary account number and a photocopy of the
delivery instruction in the “off-market” mode, duly acknowledged by the DP, in
favor of the Special Depository Account, so as to reach the Registrar to the
Offer, on or before the closure of the Offer. No indemnity is required from the
unregistered owners.

Shareholders of HKFL who have sent their equity shares for transfer should
submit the Form of Acceptance duly completed and signed, copy of the letter
to HKFL (for transfer of said shares) and acknowledgement received thereon
and valid share transfer form. Shareholders who have sent their physical share
for dematerialization should submit their Form of Acceptance as applicable
along with the copy of the demat request form (DRF) duly acknowledged by
their DP. However, they have to ensure that the corresponding credit of the
dematerialized shares is received in the escrow depository account on or before
the date of closure.

In case the number of shares tendered by the shareholders are more than the
shares agreed to be acquired under the Offer, the Acquirers shall accept the
offers received from the shareholders on a proportionate basis as per regulation
21(6) of the SEBI (SAST) Regulations. The shares are compulsorily traded in
dematerialized form, hence minimum acceptance will be one share.

The Registrars to the Offer will hold in trust the equity shares and share
certificate(s), equity shares lying in credit of the Special Depository Account,
Form of Acceptance, and the transfer deed(s) on behalf of the shareholders of
HKFL who have accepted the Offer, until the cheques/ drafts for the
consideration and/ or the unaccepted equity shares/ share certificates are
dispatched! returned.

Equity shares tendered in the Offer by the shareholders of HKFL shall be free
from lien, charges or encumbrances of any kind whatsoever.

Non-resident shareholders should submit copy of the permission received from
Reserve Bank of India for acquisition of the shares of HKFL. In case of its non-
submission, Acquirers reserve the right to reject the shares tendered in the
Offer.

The consideration to the shareholders whose shares or share certificates and/
or other documents are found complete, valid and in order, will be paid by
crossed account payee cheques/ demand drafts/Electronic Clearance Service
(ECS) where applicable. Such payments through account payee cheques/
demand drafts in excess of Rs. 1,500/ - or unaccepted share certificate(s) ,
transfer deed(s) and other documents, if any, will be returned by registered
post/ speed post, at the shareholders’ registered / unregistered owners’ sole
risk to the sole/ first shareholder/ unregistered owner. Equity shares held in
dematerialised form, to the extent not accepted, will be credited back to the
beneficial owners’ depository account with the respective DP as per the details
furnished by the beneficial owner in the Form of Acceptance or otherwise. All
dispatches involving payment of a value up to Rs. 1,500/- will be made under
certificate of posting at the shareholders’ sole risk.

While tendering the shares under the Offer, non resident Indians (‘NRIs’)/
overseas corporate bodies (‘OCBs')/ foreign shareholders will be required to
submit the previous RBI Approvals (specific or general) that they would have
been required to submit to acquire the shares of the Target Company. In case
the previous RBI approvals are not submitted, the Acquirers reserve the right
to reject such shares tendered. While tendering shares under the Offer, NRI/
OCBs/ foreign shareholders will be required to submit a tax clearance certificate
from the Income Tax authorities, indicating the amount of tax to be deducted
by the Acquirers under the Income Tax Act, 1961 (the “Income Tax Act”), before
remitting the consideration. In case the aforesaid tax clearance certificate is
not submitted, the Acquirers will arrange to deduct tax at the rate as may be
applicable to the category of the shareholder under the Income Tax Act, on the
entire consideration amount payable to such shareholder.

As per the provisions of Section 196D (2) of the Income Tax Act, no deduction
of tax at source shall be made from any income by way of capital gains arising
from the transfer of securities referred to in Section 115AD of the Income Tax
Act payable to a Foreign Institutional Investor (“FII”) as defined in Section 115
AD of the Income Tax Act.

The securities transaction tax will not be applicable to the shares accepted in
the Offer.

A schedule of some of the key events in respect of the Offer is given below:

Acti

vities Day Date

Date of publication of PA

Thursday | February 18, 2010

Specified Date*

Friday March 19, 2010

Last

date for competitive bid Thursday | March 11, 2010

Date by which Letter of Offer to be posted to shareholders

Saturday | April 3, 2010

Date of Opening of the Offer

Tuesday April 13, 2010

Last

date for revising the Offer Price/ number of equity shares | Thursday | April 22, 2010

Last

date up to which shareholders may withdraw Wednesday | April 28, 2010

Date of Closure of the Offer

Monday May 3, 2010

Date for communicating acceptance/rejection under the Offer

and

Tuesday May 18, 2010
payment of consideration for applications accepted.

*Specified Date is only for the purpose of determining the names of shareholders as on such date to whom
the Letter of Offer would be sent. Owners (registered or unregistered) of the shares (except the Acquirers,
Sellers and Continuing Shareholders) are eligible to participate in the Offer any time before the closure of
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ffer.

General

Shareholders who have accepted the Offer by tendering the requisite

documents, in terms of the PA and the Letter of Offer shall have option to

withdraw the acceptance tendered by them up to three (3) working days prior
to the date of closure of the Offer.

If there is any upward revision in the Offer Price by the Acquirers till the last

date of revision viz. April 22, 2010, the same would be informed by way of PA

in the same newspapers in which this PA has appeared. The Acquirers would
pay such revised price for all the shares validly tendered any time during the

Offer and accepted under the Offer.

If there is a competitive offer/bid:

+ The public offers under all the subsisting bids shall close on the
same date.

+ As the Offer Price cannot be revised during the seven (7) working
days period prior to the date of closing of the Offers/bids, it would,
therefore, be in the interest of the shareholders to wait till the
commencement of that period to know the final Offer Price of each
offer/ bid and tender their acceptance accordingly.

For further details, shareholders are requested to refer to the Letter of Offer

and Form of Acceptance cum Acknowledgement.

The Acquirers, the Sellers and the Target Company have not been prohibited

by SEBI from dealing in securities, in terms of direction issued u/s 11B or any

other regulations made under the SEBI Act.

Pursuant to Regulation 13 of the SEBI (SAST) Regulations, the Acquirers have

appointed EYMBS as Manager to the Offer. As on the date of this PA, the

Manager to the Offer does not hold any shares in HKFL.

The Acquirers accept responsibility for the information contained in this PA

and for fulfillment of their respective obligations in terms of the SEBI (SAST)

Regulations.

This PA will also be available on SEBI's website (www.sebi.gov.in ) Eligible

persons to the Offer may also download a copy of the Form of Acceptance

cum Acknowledgement, which will be available on SEBI's website from the

Offer opening date i.e. April 13, 2010.

Issued by the Manager to the Offer for and on behalf of the Acquirers:

Ell ERNST & YOUNG
Quality In Everything We Do
Ernst & Young Merchant Banking Services Private Limited

CONCEPT

Jalan Mill Compound, 95 Ganpatrao Kadam Marg, Lower Parel, Mumbai 400013.

Tel: +91 22 6749 8055, 4035 6300, Fax: +91-22-4035 6400

Contact Person: Mr. Gigy Mathew / Ms. Nishita John, E-mail id: gigy.mathew@in.ey.com

Plac

e: Mumbai Date: February 18, 2010




