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	ABS
	Acrylonitrile Butadine Styrene

	CAGR
	Compounded Annual Growth Rate

	CE
	Consumer Electronics 

	EMC
	Electronic Manufacturing Clusters

	FDD
	Frequency Division Duplex 

	GoI
	Government of India

	IM
	IT & Mobile Communications

	IMEI
	International Mobile Equipment Identity

	IP 
	Internet Protocol 

	IT
	Information Technology

	LCD
	Liquid Crystal Display

	LED
	Light Emitting Diode

	LTE
	Long Term Evolution 

	MIMO
	Multiple Input Multiple Output 

	MRP
	Maximum Retail Price

	NPE
	National Policy on Electronics

	OEM
	Original Equipment Manufacturers

	OFDMA
	Orthogonal Frequency Division Multiple Access 

	PBA
	Printed Board Assembly 

	PCB
	Printed Circuit Board

	R&D
	Research & Development

	SAIT
	Samsung Advanced Institute of Technology 

	SAOI
	Solder - Automated Optical Inspection

	SEZ
	Special Economic Zone

	SIEL
	Samsung India Electronics Pvt. Ltd.

	SMD
	Surface Mounted Design

	SMT
	Surface Mounted Technology

	SPCB
	State Pollution Control Board  

	SPI
	Solder Paste Inspection System 

	SRI
	Samsung Research Institute

	TDD
	Time division duplex 

	UFR
	Underfill Reflow

	UMTS
	Universal Mobile Telecommunications Service

	USB
	Universal Serial Bus


EXECUTIVE SUMMARY
Background

With the intention to promote national and international industrial investment, employment and focus on overall development of the state, the Uttar Pradesh government has formulated the Industrial Investment and Employment Promotion Policy of Uttar Pradesh 2017 (‘herein referred as ‘Policy’).  The policy strives to leverage the inherent strengths of the State while developing new ones, and tackling its underlying weaknesses considering the economic dynamics at play at the Indian, Asian and the Global level. The policy aims to create a framework to stabilize and make existing industries more competitive as well as attract and realize new international and national investments in the industrial sector. The core intentions of the policy are:

· Create a framework for industrial growth that empowers people and create jobs, thus leading to a ripple effect in the economy

· Create a roadmap in the State for improving its ability to attract and facilitate business

· Provide a reference point for intra-governmental and public-private coordination of policies, laws and principles of economic development

· Stimulate institutional learning that comprises state-industry interactions

The vision of the Infrastructure and Industrial Investment and Employment Promotion Policy of Uttar Pradesh 2017 is to establish Uttar Pradesh as a nationally and internationally competitive investment destination thereby generating employment and igniting sustainable, inclusive and balanced economic growth of the state. Further, following mission have been laid down by the said policy: 

· Increase capital investments in the state

· Provide quality infrastructure for industries to flourish

· Promote ease of doing business to create business friendly environment

· Generate maximum direct and indirect employment and self-employment opportunities for both skilled and unskilled workforce

· Skill the workforce of the state to ensure employability and empowerment

· Provide pro-active support to micro, small and medium enterprises

· Promote the spirit of innovation and incentivize entrepreneurship among youth

· Ensure balanced, sustainable and inclusive economic development

· Ensure effective implementation of the policy

The 2017 Policy has been introduced in continuation to the State’s earlier Infrastructure and Industrial Investment Policy of 2012 which also aimed at all round development of the State. 

We understand that the Policy offers various fiscal and non-fiscal incentives depending upon the project investment outlay. Samsung India Electronics Pvt. Ltd. (‘Samsung’ or ‘SIEL’ or ‘the Company’) has set up a super mega project under the Infrastructure and Industrial Investment Policy (IIIP) of 2012 in NOIDA with an estimated investment amount of approx. Rs 4915 crores. The super mega project has been approved by the government and the company has already made an investment of approx. INR 1000 crores. The super mega project set up is an expansion of its existing manufacturing unit in NOIDA for manufacturing of state-of-the-art technologically advanced electronics products in India i.e.

1. Mobile phones (Telecom Products); and 

2. Refrigerators (Consumer Appliances) 

SIEL is a technology driven company and has been at the forefront of technological advances in the field of telecom products and consumer appliances including Mobile phones, Refrigerators, Automatic Washing Machines, Televisions and Split Air Conditioners in India. The parent company of SIEL is a global technology, design and manufacturing leader in the consumer electronics space. The company intends to leverage the technological excellence and expertise of its parent company in manufacturing state-of-the-art advanced products in India.

In India, the company has following 2 manufacturing units/factory which are currently engaged in manufacturing telecom products & consumer appliances:

1. Manufacturing facility at NOIDA which is engaged in manufacture of Mobile phones, Tablet computers, Refrigerators and Televisions (including 3D, LED and LCD Televisions); and

2. Manufacturing facility at Sriperumbudur, Chennai which is engaged in manufacture of Televisions, Fully Automatic Front Loading Washing Machines, Refrigerators and Split Air Conditioners. 

The company’s detailed product portfolio is as below:

LIST OF EXISTING ELECTRONIC PRODUCTS

	Sr. No
	Existing Product Line
	Existing Products

	1
	IM
	· Mobile phones (all ranges)

· Tablets

· Wearables and accessories


	2
	CE
	· Refrigerators 
· Televisions
· Audio/Video & Accessories
· Air Conditioners
· Washing Machines
· Microwaves

	3
	IT
	· Monitors
· SSD
· Memory Cards 
· USB Flash Drives

	4
	Network Business
	4G Network Business


Proposed Expansion

· Objectives

The super mega project being set up by the company proposes to expand the capacity of its existing unit at NOIDA for the production of its existing range of Telecom Products and Consumer Appliances i.e.

· Mobile phones & Tablet computers (hereinafter collectively referred as ‘Mobile phones’ for brevity); and
· Refrigerators
The main objectives of such proposed expansion includes:

· Cater to their large customer base;
· To help support company’s long term business plan and achieve its long term vision;
· Through the project, the company wishes to strengthen existing indigenous manufacturing capabilities.  There has been a considerable amount of growth in the consumer electronics and consumer durables industry, due to which the company has witnessed good growth in business operations during the past few years. The company’s sales have increased by 20.35% from INR 26,602.7 crores in 2012-13 to INR 46,378.80 crores in 2015-2016 and going forward, given the customers’ growth plans and requirements, the demand for our proposed products, i.e., mobile phones is expected to increase by 20 million units by 2018 and by 40 million units by 2020, thereby raising the total demand to 60 million units by 2020 under the proposed HHP division.  Also, the demand for refrigerators is expected to increase by 1.8 million units by 2020. Thus, in order to cater such massive consumer requirement mentioned above, the company has set up this super mega project and thus requires to make substantial capital investment, including new Plant & Machinery (P&M), fixtures & fittings, utilities, equipment, moulds, land and building;
· Building an indigenous state-of-the-art manufacturing unit:  Samsung proposes to have a bigger and more robust manufacturing facility that shall help Samsung in addressing the needs and demands of its growing customer base across the country and the region. Moreover, manufacturing at local level offers a better service to the India market and therefore can benefit customers through quicker availability and reduced logistics costs.  This will enhance/provide further impetus to not only the ‘Make in India’ campaign but also to ‘Make in UP’ as mentioned in the Policy. Moreover, the indigenous manufacturing will also lead to import substitution and will help in saving foreign exchange as well as reduce costs. Further, Samsung wishes to make India as global export hub for its products, especially Mobile phones.  This strategic move is likely to create additional opportunities for Samsung’s India manufacturing operations. Samsung would be able to leverage this move with various advantages like proximity to vendors, near to customer market, etc. The company has identified this as a thrust area for facilitating future growth and with its expertise in consumer electronics, the company has a strong competitive advantage over other players in the business;
· Avail the benefit of lower manpower cost at the NOIDA facility; and
· Provide state-of-the-art technologically advanced and cost-effective solution for its customers.
Proposed Product & Technology Description

The above proposed products i.e. Mobile phones and Refrigerators shall be state-of-the-art technologically advanced and shall broadly contain the following features: 

· Mobile phones shall be capable of performing the following highly sophisticated functions such as: 

· Indoor navigation, augmented reality, speech recognition, and digital assistants to be more proactive

· High mobile security (Finger print lock, IRIS locking system)

· Wireless charging system- This feature is used for charging mobile phone wirelessly using wireless charger device.
· Mobile provided detailed information on health (Blood pressure, Heart beat reader etc.)

· Samsung Pay - Mobile works as credit & debit card

· Refrigerators on the other hand shall have highly sophisticated functions such as: 
· VIP (vacuum insulation panel) technology and Inverter technology for less energy consumption and low starting voltage operation

· Frost free refrigerators for Indian market for lower capacity products to cater to need of specific market segment.

· Company has introduced the fastest ice making technology.

· SIEL has announced Convertible technology - to convert freezer to cabinet
· Samsung will also be introducing the side by side door technology under the refrigerator 
The complete details of the proposed products and technology are mentioned in the report in ensuing sections.
Project Location 

The super mega project shall include expansion undertaken within the existing NOIDA plant of SIEL as well as establishment of manufacturing facilities on an adjacent plot of land that was acquired from the NOIDA Authority (vide allotment letter dated 13th December, 2016). 

Project Description

The proposed investment schedule for both Mobile phones and Refrigerators over the period of 2013 - 2022 (10 years) is as follows:

A. Mobile phones & Tablet computers (HHP Division):

	Financial Year
	Amount (INR Crores)

	2012-13
	10

	2013-14
	323

	2014-15
	172

	2015-16
	69

	2016-17
	113

	2017-18
	180

	2018-19
	2,454

	2019-20
	600

	2020-21
	77

	2021-22
	-

	Total (A)
	3999


B. Refrigerator:

	Financial Year
	Amount (INR Crores)

	2012-13
	-

	2013-14
	-

	2014-15
	66

	2015-16
	51

	2016-17
	25

	2017-18
	35

	2018-19
	-

	2019-20
	624

	2020-21
	60

	2021-22
	55

	Total (B)
	916


The proposed Project Cost/Capital Investment for the above expansion is INR 4,915 crores.  The proposed capital investments would be made over a period of 10 years starting January 2013 (2013-22). 

· Benefits to the Economy

· Benefit to Exchequer: The proposed capex will generate revenue to the Central and State government of approximately INR 41,770 crores over a period of next 10 years in the form of Goods and Service Tax. In addition, we wish to state that the company has paid Customs duty amounting to approx. INR 468 crores during the year 2016-17 and also have paid approx. INR 2,420 crores Income Tax during the FY 2016-17
· Attracting FDI: Foreign Direct Investment is recognized as a powerful engine for economic growth as it enables countries to build up physical capital, create employment opportunities, enhance skill etc. Various studies have showed that FDI has an important effect on the overall development of the economy. Further, the government of India has always been in support of FDI especially in the field of electronics. Thus, the said expansion shall definitely help in bring more FDI into the country which shall also have positive impact on the overall economy.
· Augmenting State’s global brand value: We believe that an investment of this size by Samsung, which is a leading company globally as well as in India, would contribute significantly towards reaffirming Uttar Pradesh’s brand image as an attractive destination for new investment, and thus, has a multiplier effect for attracting new investments into the State.
· Contribution to economic growth of the State: We understand that our investment would contribute significantly in achieving the economic growth target of the 7State Government of Uttar Pradesh. Also, our project would help in expanding the manufacturing base of State, as the existing Original Equipment Manufacturers (‘OEMs’) supplying exclusively to Samsung presently will also have to expand their production capacity in order to fulfill our increasing demands. Consequently, our investment would create a trickledown effect in the manufacturing space of Uttar Pradesh.

· Employment Generation and Skill Development: The expansion of its manufacturing facility is likely to generate an employment as mentioned below:

	Particulars 
	 Employment

	Direct Employment 
	1900

	Indirect Employment* 
	300

	TOTAL (Approx)
	2200


*The above indirect employment numbers consider the employees which shall be indirectly employed in the NOIDA Plant.  However, in addition to the above, we would like to draw your attention towards the fact that the project will create significant additional indirect employment outside the plant as well.  Various studies have concluded that a project of this scale, especially in the electronics sector, can contribute indirect employment of 3 persons for every 1 direct employee
.
In addition to above, Samsung regularly runs its ‘Apprenticeship program’ under which large number of students are hired and paid stipend. Once the program gets completed, the company also retains/hires the eligible students under full time employment.  Details of the program are provided in later sections of this document.

Further, increased investments in the industrial sector in the State are bound to attract new and young talent as well.  New-age professionals who have, till date, shown more interest in other States such as Maharashtra, Karnataka or Gujarat due to the variety of opportunities available, will also get attracted to work in this super mega project and other projects in Uttar Pradesh.

POLICY FOCUS ON ELECTRONICS SECTOR 
NATIONAL POLICY ON ELECTRONICS

The National Policy on Electronics was approved by the Central Government in 2012 with the vision to create a globally competitive electronics design and manufacturing industry to meet the country’s needs and serve the international market, by inter alia promoting indigenous manufacturing in the entire value chain of ESDM for economic development.  One of its key objective is to achieve a turnover of about USD 400 billion by 2020 involving investment of about USD 100 billion and employment of 28 million people at various levels of the value chain, as well as increase exports in ESDM segment to USD 80 million by 2020 (from USD 5.5 billion in 2011-12). 

Two key strategies that the said Policy puts forward, in order to achieve aforesaid objectives, are – 
(a)  To provide attractive fiscal incentives across the value chain of the ESDM segment through the Modified Special Incentives Package (MSIPS) to eliminate the disability costs in manufacturing on account of infrastructure gaps relating to power, transportation etc and to mitigate relatively higher cost of finance etc.

(b) To rationalize and establish an industry friendly stable tax regime (both at Central and State level) conducive to attract global investment and to encourage electronics sector through appropriate fiscal incentives and taxation mechanisms.

‘MAKE IN INDIA’ CAMPAIGN 

The Make in India initiative led by the Department of Industrial Policy and Promotion (DIPP), Ministry of Commerce and Industry, Government of India is designed to facilitate investment, foster innovation, enhance skill development, protect intellectual property and build best in class manufacturing infrastructure in the country. The primary objective of this initiative is to attract investments from across the globe and strengthen India’s manufacturing sector. 

The Prime Minister while launching the initiative said “I want to tell the people of the whole world: Come, make in India. Come and manufacture in India. Go and sell in any country of the world, but manufacture here. We have skill, talent, discipline and the desire to do something. We want to give the world an opportunity that come make in India’’. 

The focus of Make in India programme is on 25 major sectors which includes the electronics systems sector as well. India currently imports 65% of the current demand for electronic products, most of it from China and with the demand of electronics hardware in India projected to increase to $400 billion by 2020, Make in India policy can certainly help achieve the potential to maximum. 

The government has created various favorable policies like Make in India campaign to drive reforms in various sectors including the electronics manufacturing sector. With a target of ‘Net Zero Electronics Imports’ by 2020 the Government has embarked on several initiatives to promote manufacturing in the country. 

Make in India focusing in improving the manufacturing sector will have a multiplier effect on the economy it fosters overall growth. Various studies have shown convincingly that no other sector does more to generate broad-scale economic growth and, ultimately, higher standards of living than manufacturing. The  magic  lies  in  the linkages that  manufacturing  has  with  other  economic  sectors. The substantial links with dozens of other sectors throughout the economy ensures that manufacturing output stimulates more economic activity across the wider economy than any other sector. This is called as the multiplier effect of manufacturing.  

Further, India has a large labour force due to which there is shift of manufacturing wave to India and is seen as a major manufacturing hub worldwide. 
In order to realize the dream of local electronics manufacturing, the Indian electronics industry must strengthen its ecosystem and move toward increased domestic value addition from just being involved in last mile assembly. Therefore, the Indian electronics industry must focus on increasing the level of local value addition in electronics products. 
In the last decade, China has been the focal point for electronics production for high volume products, in the computing, consumer and communications segments, due to cost advantages and economies of scale. However, the country is now facing increasing pressure due to rising labour costs. Hence, major global OEMs and Electronics Manufacturing Services (EMS) providers are looking to relocate production to alternate locations. Asian countries such as India, Vietnam and Indonesia, are emerging as attractive manufacturing destinations due to multiple factors including low labour costs, substantial domestic demand and government support.
Furthermore, India’s economy is powered by sustained growth in consumer spending, fostered by moderate innovation, favourable demographics, and strengthening FDI. India emerged as the most favoured destination for FDI surpassing China and the US in 2015. The investor confidence in the Indian economy is expected to increase further. Per capita income is expected to expand at a CAGR of 6.6% during 2013–2019 to ~ US$ 2,200 in 2019 , thereby driving local electronics demand

The below diagram explains the shift of manufacturing wave to India. 
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SAMSUNG’S “MAKE FOR INDIA” INITIATIVE 

In order to align with Make in India policy, Samsung launched its own ‘Make for India’ initiative in the year 2015 so as to make India a preferred hub, for manufacturing its wide range of electronic products. Under the initiative, Samsung’s R&D centers have developed several India-specific innovations many of which are, today, part of Samsung’s Galaxy J-series of smartphones.
The Make of India initiative of Samsung has given boost to following innovations:

· Social Camera: Samsung’s Social Camera allows users to instantly share, edit and discover content

· Samsung Pay: Global payments interface Samsung Pay was launched in India with mobile wallet Paytm and Mobikwik and the government's Unified Payments Interface integrated into the app

· Bixby: Bixby Voice capability for India was announced with the launch of the flagship Galaxy Note8 smartphone in September. In India, the intelligent interface has been optimized to understand English spoken in Indian accents

· Ultra Data Saving (UDS) mode: Allows up to 50% internet data savings through data compression and allows users to choose which apps will use data in the background

· S bike mode: Promises tension free ride for two-wheeler users; encourages responsible riding

· Turbo Speed Technology (TST): Results in superior device performance, including native apps loading up to 40% faster than devices with double the RAM

· Smart Glow: Next-gen colour LED notification system that can be customized by users

· S Power Planning: Enables users to extend battery life

· S Secure: Addresses user’s concerns on security & privacy

· USB Backup:  Lets users backup and restore data such as images, audio, video and documents to or from a USB drive

· ActivWash+ technology: Washing machines with a unique wash tub in which consumers can soak and scrub clothes at one place before putting them into the washing machine

· Smart Convertible Refrigerators: With freezers that can be converted into a fridge at the touch of a button

· Joy Smart Televisions: Can browse through websites, capture screen shots and music besides watching ones favorite shows

· Roti/Naan Microwave ovens: Allows consumers to cook crispy tandoori rotis, naans and other authentic tandoori delights in the microwave oven

· Neo Inverter air conditioners: Cool the room faster while consuming electricity efficiently

NATIONAL MANUFACTURING POLICY 

In order to bring about a quantitative and qualitative change and to give necessary impetus to the manufacturing sector, the Government has notified the National Manufacturing Policy (NMP) with the objective of enhancing the share of manufacturing in GDP to 25% and creating 100 million jobs over a decade or so. 

The policy is based on the principle of industrial growth in partnership with the States. The Central Government will create the enabling policy frame work, provide incentives for infrastructure development on a Public Private Partnership (PPP) basis through appropriate financing instruments, and State Governments will be encouraged to adopt the instrumentalities provided in the policy.

The National Manufacturing Policy has set out following vision in order to make India a manufacturing hub:

· An increase in manufacturing sector growth to 12-14% per annum over the medium term

· An increase in the share of manufacturing in the country’s Gross Domestic Product from 16% to 25% by 2022

· To create 100 million additional jobs by 2022 in manufacturing sector

· Creation of appropriate skill sets among rural migrants and the urban poor for inclusive growth

· An increase in domestic value addition and technological depth in manufacturing

· Enhancing the global competitiveness of the Indian manufacturing sector

· Ensuring sustainability of growth, particularly with regard to environment

The new manufacturing policy broadly addresses issues pertaining to flexibility in labour rules, reducing the burden of compliance by simplifying business regulations, providing faster clearances by proposing single-window system for clearances, simpler and expeditious exit mechanisms for closure of units while protecting the interests of labour. It acknowledges the fact that technology upgradation is the only and fastest way to be able to compete globally and ensure sustainable growth in the sector. 
INCENTIVIZING INVESTMENTS IN UTTAR PRADESH 
Overview of Industrial Investment and Employment Promotion Policy of Uttar Pradesh 2017 
The Policy aims to create a framework to stabilize and make existing industries more competitive as well as attract and realize new international and national investments in the industrial sector. The key intentions of the Policy of 2017 are –

· Create a framework for industrial growth that empowers people and create jobs, thus leading to a ripple effect in the economy

· Create a roadmap in the State for improving its ability to attract and facilitate business.

· Provide a reference point for intra-governmental and public-private coordination of policies, laws and principles of economic development.

· Stimulate institutional learning that comprises state-industry interactions. 
For achieving the above objectives, one of the key strategies that the Policy lays down is provision of fiscal incentives to attract maximum investments and maintain competitiveness of the industries in the State.
The Policy recognizes that Mega projects have multiplier effect and are essential for creation of jobs and inclusive growth. Development of large industries in the state also attracts ancillaries, leading to a positive domino effect.  Recognizing the multiple benefits that mega projects provide, the Government has notified three categories of mega projects – Mega, Mega Plus and Super Mega, and the Policy states that customized package of incentives shall be offered on case to case basis to attract such large scale investments.
As mentioned earlier, the aforesaid mentioned policy has been introduced in continuance to state’s Infrastructure and Industrial Investment Policy 2012. The earlier policy of 2012 focused on all round development of the state along with improving the living standard of people across all sections. The vision of the policy of 2012 was to establish Uttar Pradesh as the most preferred destination for investment by attracting investors, thereby accelerating the economic growth and creating vast employment opportunities, resulting in qualitative improvement in the living standard of people. 

In addition, the policy of 2012 had primarily the following objectives:
· To achieve industrial development growth rate of 11.2 per cent per annum, aligned with the target of 10 per cent per annum growth in State Gross Domestic Product (SGDP) as envisaged in the Twelfth Five Year Plan

· To accelerate industrial development in the State

· To further strengthen the existing industrial capacity in the State
· To create new employment opportunities across all economic sectors

· Qualitative enhancement of skill and capacity of human resources of the state

Thus, in order to fulfil its vision and achieve the aforesaid mentioned objectives of the said policy, the government laid down the following strategies:
· Developing the infrastructure facilities
· Improving the industrial environment
· Encouraging Micro, Small and Medium Enterprises (MSMEs)
· Financial incentives and exemptions to attract investment
· Developing skill and capacity of human resources to enhance their employability
· Formulation of special policies for promotion of thrust area
Customized package offered to SIEL’s Super Mega Project

Vide Revised Letter of Comfort No. PICUP/ Mega Projects/ Samsung/ 1608 dated 23 November 2017 read with G.O. No.  770/77-6-15-5(M)/13 T.C dated 09 June 2015 as amended vide G.O. No. 510/77-6-16-5 (M)/13 TC (Mega) dated 12th May 2016 and further amended vide G.O. No. 594(1)/77-6-17-05(M)/2013 TC(Mega) dated 12 July 2017, the following key benefits have been agreed to be provided to SIEL for the proposed Super Mega Project at NOIDA. 
We are immensely grateful to the Government of Uttar Pradesh for grant of incentives for the project.  However, it is important to note that the project is financially and commercially viable, independent of the incentives mentioned below, as has been clearly demonstrated by us in later sections of this report.  For purposes of projected financials, we have not considered the impact of receipt of subsidy and other benefits under the IIIP 2012 from Government of Uttar Pradesh.

	S. No. 
	Particulars

	1.
	Extension of period of investment to ten years instead of the seven years (ie from Jan 2013 to Dec 2022) 

	2.
	100% exemption in stamp duty with respect to the allotted land parcel. 

	3.
	Allowing single address of the separate plots of existing unit and proposed unit.

	4.
	Reimbursement of 100% VAT/ GST payable by the Unit for 15 years as per mechanism prescribed under G.O. no. No.510/77-6-16-5 (M)/13 TC (Mega) dated 12.05.2016, commencing from the date from when the threshold of INR 1000 crores is reached.  

	5
	Facility of uninterrupted 132 KV Power supply upto boundary wall of plant from various sources to be provided by UP Power Corporation, after review of proposal submitted by the Unit in this regard.

	6`
	100 percent exemption from Electricity Duty as per prevalent Government order 

	7
	Out Side Drainage System for exit of rain water and treated Waste Water, as per the Policy of NOIDA Authority.

	8
	Construction of Logistic road outside the boundary wall of the Unit, as per the Policy of NOIDA Authority.

	9
	Pressurized water supply (for project use) will be made available to the Unit upto its premises.  Dedicated Ganga water supply (drinking water) shall be made available upto the boundary wall of the Unit, subject to availability.

	10
	Facility of exemption of employer contribution upto 50 percent on EPF.

	11
	Single window for coordination and disposal

	12
	Nomination of Principal Secretary, I T and Electronics as Nodal officer for the Project, as per  Office order No. 1810/77-6-14-05 (M) /13 dated 1.12.2014 of the Industrial Development Department (Section-6), UP Government

	13
	Appointment of Senior officer from Collector office (Gautam Budh Nagar)

	14
	Appointment of Special Officer from NOIDA Authority office

	15
	Exemption from provision of  Sections 54 and 56 of the Factories Act, 1948

	16
	Establishment of ESI dispensary within the Project site, upon having the minimum registered number of employees in the ESI Scheme 

	17
	Establishment of Police chowki near the Project site 


COMPANY OVERVIEW AND STRUCTURE

Group Overview

Samsung Electronics Co., Ltd., Korea parent company of Samsung India Electronics is situated in Suwon, Korea. Since its founding in 1969, Samsung Electronics Co., Ltd. has grown into a global information technology leader, managing more than 200 subsidiaries around the world. 


The company’s offerings include home appliances such as TVs, monitors, refrigerators, and washing machines as well as key mobile telecommunications products like smartphones and tablets. Samsung also continues to be a leading provider of key electronic components like DRAM and non-memory semiconductors.  


Samsung pledges to create and deliver quality products and services that enhance convenience and foster smarter lifestyles for its customers around the world. Samsung is dedicated to improving the global community through its constant pursuit of ground breaking innovations and value creation.
The company has offices/operation in various countries including India:
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The parent company located in Korea is presently engaged in manufacturing and sales of various consumer electronic products and systems as mentioned in figure below: 
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Figure 1: PARENT COMPANY PRODUCT LINES

The main driving forces of Samsung are its policies and principles with which it functions:
Philosophy

Samsung firmly believes in a simple business philosophy of devoting its talent and technology for creating superior products and services that contribute to a better global society

Business Principles

Samsung follow the following five core principles as a foundation of its global commitment to corporate social responsibility as a world leading Company in consumer durable and electronics market:

· Comply with laws and ethical standards.
· Maintain a clean organizational culture.
· Respect customers, shareholders and employees and acknowledging their expectations and requirements.
· Care for the environment, safety and health.
· Being a socially enlightened corporate citizen, thereby acknowledging its Corporate Social Responsibility.
Mission
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As a guide to common understanding and measurable goal, the company has defined a set of specific objectives incorporated into its vision. By 2020, Samsung seeks to achieve global annual sales of USD 400 billion while placing Samsung Electronics’ overall brand value among the global top 5. The key strategic pillars that are now part of our culture, business operation and management describe the governing initiatives to this end

About Samsung India Electronics Private Limited
Samsung India Electronics Pvt. Ltd., is a Private Limited Company, incorporated under the Indian Companies Act, 1956 (as further amended by Companies Act 2013). It is 100% subsidiary of Samsung Electronics Co., Ltd., Korea.

Table 1: Shareholding Pattern
	S. No.
	Name and Address of the Shareholders
	No. of Equity Shares of Rs. 10 each
	% of Holding

	1.
	Samsung Electronics Co. Ltd., Korea
	216,787,486
	99.99

	2.
	Samsung Asia Pte. Ltd., Singapore
	18
	0.01

	Total
	216,787,504
	100


Samsung commenced its operations in India in December 1995 and is today a leading provider of Consumer Electronics, IT and Telecom products in the Indian market. 

Samsung India is the Regional Headquarters for Samsung’s South West Asia operations. Samsung employs over 45,000 people in India. It began operations in India through its manufacturing complex located at NOIDA (UP), which today houses facilities for Mobile phones and Refrigerators and Televisions (including 3D, LED and LCD Televisions). 

Samsung commenced operations of its second state-of-the-art manufacturing complex at Sriperumbudur, Chennai in November 2007. Today, the Sriperumbudur unit manufactures Televisions, Fully Automatic Front Loading Washing Machines, Refrigerators and Split Air Conditioners. 

Further, the Samsung group has three R&D Centres in India–two in NCR and one in Bangalore. While the NOIDA R&D Centre has software development and solutions as its core operation for high-end televisions such as Plasma TVs, LCD TVs and Digital Media Products, the other Centre is engaged in R&D solutions for product hardware. The Bangalore R&D Centre works on major projects for the Samsung group in the area of telecom, wireless terminals and infrastructure, Networking, SoC (System on Chip) Digital Printing and other multimedia/digital media as well as application software. Samsung also has a design center in NCR region which works on product and UX design of mobile phones, CMF and UX designs for consumer electronics, graphics & packaging, research and service design for mobiles and consumer electronics products.

Company Structure:
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SIEL is engaged in the business of manufacturing various consumer electronics and consumer durable items like refrigerators, color televisions, handheld cellular phones, tablet computers, washing machine, air conditioners etc. After starting the commercial operations in 1995, the company has become a name to reckon within the Indian consumer electronics segment. SIEL has established two factories in India, in NOIDA and Chennai to manufacture all variety of consumer electronics and consumer durable items. The company’s turnover from India operations in FY 2015-16 was approximately INR 46,379 crores and presently, employs around 45,000 people across India.

SIEL’s registered office is located at 6th Floor, DLF Centre, Sansad Marg, New Delhi - 110001
SIEL’s scope of operations is manufacturing and trading of the goods as mentioned below:
Consumer Electronics: Televisions, Audio/Video & Accessories, Air Conditioners, Refrigerators, Washing Machines, Microwaves

IT & Mobile Communications: Mobile phones (all ranges), Tablets, Wearables and accessories

Information Technology: Monitors, SSD, Memory Cards and USB Flash Drives.

Samsung India holds a dominant position in the Indian market in product categories like Mobile phones, Smart Phones, Panel TVs, Side by Side Refrigerators, Frost Free Refrigerators, Microwaves and Inverter ACs. Samsung’s wide portfolio of products across categories are doing exceptionally well across regions with the aim to cater to the diverse needs of its consumers. 

Samsung’s strategy is to continue to bring differentiated products & offerings, value for money products to increase penetration and ensure proximity to its customers. The company endeavors to provide consumers reason to experience new products and technology with state-of-art features and benefits. 

Samsung is present across all channels with its India Centric Innovations and Make for India products and innovations to give the best in class store experience to its customers. The company has broadened its customer base in India by eyeing on the product expectations and needs of prospective customers. It has more than 150,000 retail outlets and over 3,000 service points including 535 service vans reaching out to every nook and corner of the country.
Further, SIEL has been recognized with the following awards from its existing as well as future customers in India.  This reflects SIEL’s performance and improvement in its key business areas:

AWARDS TO SIEL

	Year
	Award

	2017
	Samsung Mobile ranked India's 2nd Most Trusted Brand in India by The Economic Times Brand Equity

	2017
	Most Trusted Brand in Consumer Durables by The Economic Times Brand Equity

	2017
	Most Trusted Brand in Mobile Handset/Tablets by The Economic Times Brand Equity

	2016
	Most Trusted Brand voted in The Brand Trust Report of TRA India

	2016
	Excellence in Mobile Device and Equipment for Ultra-Data Saving Mode at ET Now Telecom Excellence Award

	2016
	Special Recognition Award for the most Attractive Employer, CE industry, Randstad

	2016
	Best Contact Centre at Kamikaze Customer Fest

	2016
	Best Service Leadership at Kamikaze Customer Fest

	2016
	Most Happy Customers at TeleAnalysis Leadership Awards

	2016
	Best Aftermarket Service at TeleAnalysis Leadership Awards

	2016
	Most Stylish Smartphone of the year by CNBC Awaaz TechGuru for Galaxy S6 edge

	2016
	Most Stylish Smartphone of the year by CNBC Awaaz TechGuru for Note 5

	2015
	Smartphone of the Year by NDTV Gadget Guru Awards for Galaxy S6 edge

	2015
	Smartphone of the year by Exhibit Tech Awards for Galaxy S6 edge

	2015
	Best Flagship of the Year by Mobility Excellence for Galaxy S6 edge

	2015
	Gadget of the year (Viewers' Choice) by NDTV Gadget Guru for SUHD TV

	2015
	Gold Award by Readers' Digest Trusted Brand Refrigerator Category

	2015
	2nd Most Trusted Brand in India by The Brand Trust Report, India

	2015
	The Samsung Smart Class initiative was awarded as Excellence in Marketing, Branding & CSR under the Best Education/ Scholarship Program category in the 5th Asian Customer Engagement Forum (ACEF)

	2015
	Golden Globe Tigers Awards for "Support and Improving Quality of Education" & "Best Project Collaboration"


Research & Development
Samsung’s emphasis on Innovation and Research & Development is essential to its business. In order to inculcate a culture of global as well as local innovation, Samsung has a number of R&D centres strategically spread across the globe. As new technologies are being constantly introduced to the market, speed is essential for remaining competitive in today's digital era, and new markets have to be pioneered continuously. It is the reason Samsung has put R&D at the heart of everything it does.

Samsung's R&D organization has three layers: 
· The Samsung Advanced Institute of Technology (SAIT), Samsung's technology competitiveness in core business areas, identifies growth engines for the future, and oversees the securing and management of technology. 
· The R&D centres of each business focus on technology that is expected to deliver the most promising long-term results. 
Division product development teams are responsible for commercializing products scheduled to hit the market within one or two years.  Each year Samsung invest at least 9% of its sales revenue in R&D activities. The EU Industrial R&D Investment Scoreboard ranks Samsung as the number one spender in R&D amongst the tech companies, spending €12.53 billion ($13 billion) in the 2016 fiscal year.

Samsung India: Research and Development 

India is amongst the hotspots of Samsung's innovation strategy, being one of the biggest markets in the word with broad consumer base. As a result of that, there are as many as three R&D Centres in India: Samsung Research Institutes in Bangalore, Delhi, and NOIDA. 

These three R&D Centres work on cutting edge technologies across almost all areas of Samsung's business, for global as well as for local markets. 

While Samsung Research Institute (SRI)-Delhi develops emerging solutions for high-end televisions and digital media products, SRI-NOIDA is focused on Smartphone development. SRI-Bangalore is the Centre of Excellence in Mobile Terminal & Infrastructure, Multimedia, SoC, Server Development contributing towards Smartphone, Semiconductors & Digital Printing Solutions business. 

The SRI-Bangalore is the largest R&D Centre of Samsung Electronics outside Korea.  Founded in 1996, SRI-Bangalore has grown to be a significant contributor to the cutting edge products and services of Samsung. SRI-Bangalore is a key player in the breakthrough innovation and success story of Samsung Electronics. Our engineers conceptualize and commercialize novel features, designs, products and services that differentiate Samsung as a market leader and deliver world-class products. 

Samsung India additionally carries out R&D for product hardware at a second NOIDA R&D Centre. SRI-NOIDA is involved in the mobile commercialization for almost all regions. SRI-NOIDA is leveraging best synergy efforts as R&D, Official QA, and Internal Testing & Design team work under the same roof. SRI-NOIDA has the full ownership of feature phones and has become one of the major centres of OS upgrade development.

Key Management Team:
The details of top management and divisional heads at the NOIDA Plant of SIEL are provided as below: 
Top Management Details

	Name
	Designation
	Brief profile 

	Mr. Byung Gwan Yun
	Director
	· Education: Graduation
· Experience: Associated with Samsung for more than 10 years

· Bestowed with highest Samsung award of honour in year 2014


Divisional Heads

	Name
	Designation
	Division / Department

	Mr.Namwook Kang
	CFO
	Finance & Accounts

	Mihir Mallick
	Director
	HR & Admin

	Pushpesh Gupta
	Deputy General Manager
	Materials

	Kamlesh Kumar Mishra
	Director
	Production-1 (HHP)

	Harsh Arora
	General Manager
	Technical centre

	Ajay Annand
	General Manager
	QA


INDUSTRY OVERVIEW AND OUTLOOK

Introduction
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The Indian consumer segment is broadly segregated into urban and rural markets, and is attracting investments from across the world.  The unique feature of the Indian consumer segment is the presence of a large middle class, relatively large affluent class and a small economically disadvantaged class, with spending anticipated to more than double by 2025.

India hit a ten-year high and stood first among the 63 nations surveyed in the global consumer confidence index with a score of 136 points for the quarter ending December 2016.

 Global corporations view India as one of the key markets from where future growth is likely to emerge. The growth in India’s consumer market would be primarily driven by a favourable population composition and increasing disposable incomes.

The growing purchasing power and rising influence of the social media have enabled Indian consumers to splurge and improve the standard of living.

According to the data released by the Department of Industrial Policy and Promotion (DIPP), the electronics sector attracted foreign direct investment (FDI) worth US$ 1.78 billion between April 2000 and June 2017.

Government Initiatives

· In the Union Budget 2017-18, the Government of India increased the allocation for incentive schemes like the Modified Special Incentive Package Scheme (M-SIPS) and the Electronic Development Fund (EDF) to Rs 745 crore (US$ 111 million) for providing a boost to the semiconductor as well as the electronics manufacturing industry.

· In the Union Budget 2017, the government has proposed to spend more on the rural side with an aim to double the farmer’s income in five years; as well as the cut in income tax rate targeting mainly the small tax payers, focus on affordable housing and infrastructure development will provide multiple growth drivers for the consumer market industry.

· The Union Cabinet has approved incentives up to Rs 10,000 crore (US$ 1.47 billion) for investors by amending the M-SIPS scheme, in order to further incentivise investments in electronics sector, create employment opportunities and reduce dependence on imports by 2020.
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The Ministry of Electronics and Information Technology plans to revise its policy framework, which would involve the government taking a more active role in developing the sector by providing initial capital, with the aim to attract more private players and make India a global semiconductor hub.

· The Government of India has allowed 100 per cent Foreign Direct Investment (FDI) under the automatic route in Electronics Systems Design & Manufacturing sector. FDI into single brand retail has been increased from 51 per cent to 100 per cent; the government is planning to hike FDI limit in multi-brand retail to 51 per cent.
Global Consumer Durables Industry

United States alone accounts for 27.5% of global sales in the consumer durables sector. China is the second-largest contributor at 13.5%, followed by Japan at 13.3%. Followed by Germany, the United Kingdom, South Korea, India and France, with levels ranging from 3 to 5.5%. This list closely matches the rankings of gross domestic product (GDP) by country in 2015, indicating general economic activity is the primary determinant of consumption in consumer durables sector. While consumer durables are often large-ticket items, growing middle classes in countries such as China and India have shown willingness to purchase goods such as automobiles, electronics and appliances with their newly attained wealth.

Going by region, the Asia-Pacific region was the largest regional contributor to global sales in 2015, with 39.9% contribution. The Americas followed at 33%, and Europe accounted for 23.5% of worldwide revenue. Africa and the Middle East held a much smaller slice of the pie at 3.6%. These regional figures reflect the country-specific data, with GDP being the primary determinant and per capita income representing a secondary factor. With large populations leading to larger economies, countries in the Asia-Pacific region contributed a higher proportion of consumer durables revenue relative to other sectors such as technology or consumer services, which rely more heavily on discretionary income. 
This reflects the more fundamental nature of consumer durable products. At 28.3% of revenues, emerging markets in general have contributed heavily to the sector's sales, relative to other sectors.
Global Landscape of Mobile phones
According to GSMA, the number of mobile phone users globally would surpass 5 billion by the middle of 2017. With populations in Asia, and notably India, on the rise, the number, which stood at 4.8 billion a year ago, would increase to 5.7 billion, or three quarters of the world's population, by 2020. Asia will account for almost half of the total growth, with India alone adding some 310 million new subscribers in the coming three years.

Last year, mobile ecosystem employed 28.5 million people directly or indirectly, this figure would rise to 30.9 million by 2020.

According to technology analyst firm CCS Insight, the global mobile phone market is expected to reach 2.35 billion units in 2019, up from 1.96 billion in 2014.
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Figure 2: Worldwide Mobile Phone Forecast
The worldwide smartphone market grew at a robust CAGR of 31.6% during 2011-2015 due to increased preference of consumers for advanced phones, increased penetration of low-cost devices (sub-$125) in the emerging markets and ongoing replacements in the mature markets. 

Smartphones account for over 70% of global mobile handset shipments. The demand for smartphones in Asia-Pacific is highest in China and emerging markets in Southeast Asia. According to an August 2016 forecast from GfK, smartphone unit sales in China will rise by 14% this year, primarily due to operator subsidies fueling device adoption in rural areas of the country. 

However, the global smartphone market has slowed from its boom years to a more modest growth. With mature markets becoming increasingly dependent on replacement purchases rather than on first-time buyers, the industry has shifted its attention to emerging countries in Asia, Latin America, and Africa, where much of the population either does not own a mobile phone or has yet to move from feature phone to smartphone.

On a global level, Samsung dominates the smartphone market, consistently controlling the largest share of device sales.

Global Landscape of Refrigerators

The refrigerator market in developed regions is growing at a low rate because the household penetration rate for primary refrigeration appliance is already at a high level and has reached the mature stage. Refrigerator has become an essential durable for everyday household and is being used by consumers in developed countries for years now. With minimum average product lifespan of five years and maximum lifespan of 8-10 years, the product has long replacement cycles.

The global refrigerator market is set to grow steadily during the period 2016-2020 and record a CAGR of more than 4% by 2020.

In terms of geographical regions, APAC was the major revenue contributor to the market during 2015. APAC region is the production hub for refrigerators where factors such as the presence of developing markets like China and India, the increase in number of retailers, urbanization, and the changes in food consumption habits that result in the development of the food and beverage industry, will fuel the growth of the market.

Owing to the presence of numerous global and regional players, the refrigerator market is highly fragmented. The market is currently dominated by Samsung Electronics which is currently focusing on expanding their footprint across the world, especially in the developing countries in APAC, Africa, and Latin America. 

Indian Consumer Durables Industry

Global corporations view India as one of the key markets from where future growth is likely to emerge. The growth in India’s consumer market would be primarily driven by a favourable population composition and increasing disposable incomes. A recent study by the McKinsey Global Institute (MGI) suggests that if India continues to grow at the current pace, average household incomes will triple over the next two decades, making the country the world’s fifth-largest consumer economy by 2025, up from the current 12th position.
 India’s consumer durables industry was valued at $9.7 billion as of 2015. This sector is expected to grow to $20.6 billion by 2020.
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Figure 3: Evolution of the Indian Consumer Durables Sector

According to a report by Boston Consulting Group (BCG) and the Confederation of Indian Industry (CII), India’s robust economic growth and rising household incomes would increase consumer spending to US$ 3.6 trillion by 2020.

The maximum consumer spending is likely to occur in food, housing, consumer durables, transport and communication sectors. The report further stated that India's share of global consumption would expand more than twice to 5.8 per cent by 2020.
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Figure 4: Size of India’s Consumer Durables Market (USD billion)

The Indian consumer segment is broadly segregated into urban and rural markets, and is attracting marketers from across the world.

About two-thirds of India’s consumer durables are currently sold in urban markets. The most popular consumer electronics are color television sets. At present, more than 77% of households in urban India have a television, 33% own a refrigerator, 17% have an air cooler, and 13% own a washing machine. Air conditioner penetration in India compares unfavorably with other developing markets, especially Asian countries, along with the other consumer durables categories within the country.

Demand in urban markets is likely to increase for non-essential products such as LED TVs, laptops, split ACs, beauty & wellness products. In rural markets, durables like refrigerators as well as consumer electronic goods are likely to witness growing demand in the coming years as the government plans to invest significantly in rural electrification. Rural & semi-urban markets are likely to contribute majorly to consumer sales. The rural consumer durables market is growing at a CAGR of 25 per cent.
The improving living standards have made home washing machines an essential consumer good in the Indian market. The changing environmental dynamics, urbanization and rising income levels are driving the growth of this segment that was once inhibited by the high price point. The Indian refrigerator market was worth INR 41 billion in 2009 and is projected to reach INR 223 billion by 2020. Although the market has been growing, it still remains underpenetrated. Market penetration of refrigerators in India is 21% as compared with the global average of 85%.

In India, the majority of consumer durables production occurs in Delhi NCR and Uttarakhand in the north, West Bengal in the east, Tamil Nadu in the south, and Maharashtra and Gujarat in the west.

Imports and Exports

India imports televisions, refrigerators, and air conditioners mainly from China and Southeast Asia. India also imports from Japan, Indonesia, Malaysia, and Taiwan. Top component imports include compressors, evaporator coils, condenser coils, air conditioning and refrigerator chemicals (refrigerants), motors, LCD or LED panels, semiconductors, and electronic components.

India’s consumer durables exports include refrigerators and refrigerating equipment compressors, color TVs, air conditioner parts and compressors, and fully automatic washing machines. The U.A.E. is a major export location. The majority of white goods are exported to the South Asian Association for Regional Cooperation (SAARC) nations, countries which border India.

Indian consumer electronics industry

Over the last few years, the Indian electronics industry witnessed a period of high growth with rapid surge in domestic consumption. The country has become one of the world’s largest markets for mobile phones, computer hardware and other consumer appliances in the last five years. According to India Electronics & Semiconductor Association (IESA), Indian electronics market was estimated to touch USD 84bn at the end of FY14. However, around 65% of the market demand in the country was met through imports. The market is projected to reach USD 400bn by FY'20 growing at a CAGR of 30%. The Government as well as domestic manufacturers are trying to reduce the high import dependency in the sector by focusing on production of value-added electronic products domestically. To meet its vision of self-sufficiency in the electronics industry, Indian Government has launched various policies and programme in the recent years including National Policy on Electronics (NPE-2012), Electronic Manufacturing Cluster (EMC) Scheme and Modified Special Incentive Package Scheme (M-SIPS).
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Source: IESA; EMD read with India Industry Research Report on Indian electronics industry by ‘Emerging Markets Direct’ 

According to Electronics and Computer Software Export Promotion Council (ESC), the global electronics equipment production was estimated at around USD 2,170 bn. India’s share was estimated at around USD 33 bn which was just 1.5% of the world’s production. Compared to the size of its population, consumption and economy, the share of India in world’s electronic equipment production was miniscule.
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Source: ESC read with India Industry Research Report on Indian electronics industry by ‘Emerging Markets Direct’
Computers and peripherals accounted for around 27% of the world electronic equipment production in FY13, followed by communication equipment, a major share coming from mobile handsets. Consumer electronics was third with a share of 13%. Lower penetration of all the top three sub-sectors of electronics in India presents immense potential for the growth of this industry for many years to come.

Share of different segments in world electronics production (FY13)
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Source: ESC read with India Industry Research Report on Indian electronics industry by ‘Emerging Markets Direct’
The country’s total electronic hardware production grew at a CAGR of 17% during 2007-14. The domestic production of electronics hardware was around USD 34 bn as of FY14. Hence, there was a significant demand and supply gap for electronic equipment in India. The NPE also states that the demand and supply gap in electronics industry is expected to grow to USD 300 bn by year 2020.
Production turnover in Indian electronics industry (in Rs. bn)
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Source: ESC read with India Industry Research Report on Indian electronics industry by ‘Emerging Markets Direct’
Around 22% of the total production was exported to other countries. In FY14, products worth USD 7.6 bn were exported from India. The exports declined by 5% y/y in dollar terms owing to rupee depreciation and increased domestic consumption.

Exports turnover in Indian electronics industry (in USD bn)
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Source: ESC read with India Industry Research Report on Indian electronics industry by ‘Emerging Markets Direct’
Demand-Supply analysis of consumer electronics industry

Consumer electronics was the largest segment in the industry in terms of demand accounting for 35% of the total as of FY13. It was followed by communication equipment segment with a contribution of 17%. Computer hardware and electronic components segments contributed 17% and 16% respectively. Together these four segments accounted for 87% of the total demand in the Indian electronics industry.

Contribution of different segments to total demand in electronics industry 
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Source: India Industry Research Report on Indian electronics industry by ‘Emerging Markets Direct’ (FY13)
More than 65% of the demand in Indian electronics sector was met through imports. Demand supply gap existed in all the segments of the electronics industry. The largest gap was recorded in the electronic components segment where domestic supply was able to meet only 20% of the domestic demand. 
Next was consumer electronics segment where around 73% of the domestic demand was met through imports. Around 69% of the computer hardware demand was also met through imports.

Demand supply gap in different segments of electronics industry (FY13)
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Source: EMD read with India Industry Research Report on Indian electronics industry by ‘Emerging Markets Direct’
Changing economic environment

The economic environment in India has been promising over the last few years with a consistent GDP growth rate of more than 5%. Electronic sector has been riding this wave both in terms of increase in production as Well as exports turnover. 
The rising per capita income of the Indians has enabled them to own electronic gadgets and afford consumer electronics, thereby stimulating the electronic industry as a whole, even as other factors like rising rural incomes, increasing urbanisation, a growing middle class and changing lifestyles aid demand growth in the sector.  The per capita income is expected to expand at a CAGR of 8.6 per cent for the period 2015-19
.
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Constant increase in discretionary income and easy financing schemes have led to shortened product replacement cycles and evolving life styles where consumer durables, like ACs and LCD TVs, are perceived as utility items rather than luxury possessions.

The rapid advent of online retailing channel is also driving demand from both urban and rural markets.  The sales of mobile phones and consumer electronics on e-commerce portals gained strength in May 2017, with mobile phones accounting for 52 per cent and electronic items accounting for 20 per cent of all product sales.

Changing demographics of India
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Source: World Bank along with India Industry Research Report on Indian electronics industry by ‘Emerging Markets Direct’
Mobile phones in India 
India is the second biggest mobile market in the world in terms of subscribers, second only to China. The Indian market accounts for a quarter of Asia Pacific’s unique subscribers and connections, and 13% of the global subscriber base. India had 482 million unique subscribers and nearly 1 billion connections (excluding M2M) as of the second quarter of 2015. 

However, India has a unique subscriber penetration of less than 40%, slightly below the regional average figure of 46%. This underscores the longer term subscriber growth potential in the market, but also the challenge for both operators and policy-makers in the country to connect the unconnected populations.
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Figure 5: Unique Subscriber Growth in India
India will add 250 million new subscribers over the period to 2020, equivalent to nearly half of the forecast subscriber growth in Asia Pacific over the next five years. As a result, India’s share of total subscribers in the region will rise to 30% by the end of this decade, while unique subscriber penetration will grow by 17 percentage points. Subscriber growth will be significantly faster than in the broader region, narrowing the penetration gap with the regional average.

Smartphones account for more than 20% of total mobile connections in the Indian market, lower than the regional average of 40%. However, in absolute terms, India is already the third-largest smartphone market globally, with 185 million connections as of mid-2015.

The sheer scale of this market is attracting both local and international manufacturers, with a number of the latter looking to shift handset manufacturing to India. A local smartphone manufacturing ecosystem focused on producing low-cost but high-specification smartphones will play a vital role in meeting the needs of local consumers.
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According to market research firm International Data Corporation (IDC), India registered 109.1 million units of smartphone shipments with a marginal 5.2 per cent annual growth in 2016.

In the past decade (FY07-FY18), the number of wireless subscriptions in India has grown at a CAGR of 21.64 percent, with urban wireless tele-density at 168.21 percent and rural wireless tele-density at 57.04 percent
.  

[image: image19.png]Wireless subscriptions in India (in Millions)
1400

1186.8
1200 1170.2

1058.9
969.8
1000 943.9
929 o
812
800
584
600
392

400

261
200 165 I
o |l

FYo7 Fyos8 FY0o9 FY10 Fy11 FY12 FY13 FY14 FY15 FYie FY17 Fy18
(upto
July)




GSM services continue to dominate the wireless market with a 98.92 per cent share (as of March 2017), while CDMA services accounted for the remaining 1.08 per cent share.  The mobile segment’s tele-density surged from 14.6 per cent in FY07 to 92.03 per cent in FY18. 
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Samsung has been the market leader in the smartphone segment since 2013, when the company held about 30 percent of the market share. In the first quarter of 2016, Samsung accounted for more than a quarter of the smartphone market in India and increased its share to near about 40% in the first quarter of 2017. 
The table below depicts the current market share of Samsung:

	Category 
	Jan-Sep 2017
	September 2017

	Overall Mobile phones
	41.3%
	46.2%

	Smartphone
	41.3%
	47%


Source: GfK 50K+ population towns report of India (For Mobile phones and Smartphones)
Refrigerators in India 
The India Refrigerator market increased with a CAGR of 15.70% from 2010-14 and it is expected to grow more in upcoming years.
  But still, the penetration rate of refrigerator in India is very low when compared to other emerging market or developed countries. Southern region of India leads the refrigerator market in sales volume followed by Northern, western and eastern region.

[image: image21.png]25,28

o
N

251,18%

LS

SEASa WChna WEMEA = Americas MOthers




Figure 6: Refrigerator Imports (INR Million)

Nonetheless, amongst the consumer durable products (such as refrigerators, washing machines, air conditioners, microwave ovens etc), refrigerators have the highest penetration in India, and stood at 31% in 2013-14
.
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Source:  Euromonitor India consumer appliances report 2013
For import of refrigerators, logistics costs make up for a large proportion of the total landed cost. South East Asia is the centre for refrigerator manufacturing, and with the FTA, large portion of imports are sourced from here.
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Figure 7: Refrigerator Exports (INR Million)

[image: image24.png]= Compressor

Condensor/
evaporator

= Thermal
nsulation
materials

Metal
= Plastic
Others

16%
18%

Source: Cantrum Researchreport




Figure 8: Average Localization across parts for Refrigerators
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% localization refers to the amount of components and raw materials being procured locally or manufactured in-house or through 3rd parties in India

The competition between different manufactures in the Indian refrigerator market has changed over time with many players entering and leaving the market. The Samsung market share during the period Jan-Sep 2017 has been approx. 29.8% and during the month of September it has been 30.3%.

Industry Outlook

The global electronics industry is at US$1.8 trillion, of which India consumes around US$125 billion electronics. This consumption is expected to grow to US$400 billion by 2020 with the local production of only US$104 billion given current conditions.
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At the same time, India is likely to emerge as the world’s largest middle class consumer market with an aggregated consumer spend of nearly US$ 13 trillion by 2030, as per a report by Deloitte titled 'India matters: Winning in growth markets'.

OVERVIEW OF SUPER MEGA PROJECT 
PROPOSAL DETAILS - EXPANSION

	Applicant details
	Applicant: Samsung India Electronics Private Limited  

Legal status: Private Limited Company 

Date of incorporation: 3rd August, 1995

Corporate Office: 20th -24th Floor, Two Horizon Centre, Golf Course Road, Sector-43, Gurgaon

	Nature of project
	Expansion in capacity of handheld devices (Mobile phones) and refrigerators 

	Product category
	Telecom Product: Mobile phones, Tablet computers and other similar handheld devices
Consumer Appliances: Refrigerators
All aforesaid products to be treated as single category as per instructions in G.O. No. No.510/77-6-16-5 (M)/13 TC (Mega) dated 12 May 2016

	Number of Phases
	Three
The expansion will happen over a period of time and it is not possible to categorize the same into exact phases. The tentative expected dates of commencement of commercial production for the three phases are as below:

Phase I – September 2013 – Expansion of handheld devices capacity
Phase II – December 2018 – Further expansion of handheld devices capacity
Phase III – December 2022 – Expansion of capacity of refrigerators and/ or diversification into other consumer durables       

	Proposed Investment
	Total Capital Investment: INR 4, 915 Crores

The proposed phase wise investment schedule over the period of 2012-13 – 2021-22 (10 years) is as follows:

Investment Phase

Financial Year

Amount (INR Crores)

Phase-I

2012-13

10
2013-14

323

2014-15

238
Phase-II

2015-16

121
2016-17

138
2017-18

215
2018-19

2454

Phase-III

2019-20

1224

2020-21

137
2021-22

55

Total (A)

4915

 

	Proposed expansion 
	Product

Proposal
Expansion in capacity of Mobile phones, tablet computers & other handheld devices

Increase gradually to 12 crore units per annum from 3.30 crores units per annum 
Expansion in capacity of Refrigerators and/ or diversification in other consumer durables
Increase to 36 lakh units per annum from 18 lakh units per annum


	Means of Finance
	Source

Amount (in INR crores)

Internal Accruals

4, 915
The expansion project is proposed to be completely (100%) funded from internal accruals and the Company does not intend to avail of any loan or other debt for purposes of financing.


	Technology


	Both the above proposed products shall be state-of-the-art with the following technologically advanced features:

· Mobile phones shall perform highly sophisticated functions such as: 

· Indoor navigation, augmented reality, speech recognition, and digital assistants to be more proactive

· Mobile works as credit & debit card

· High mobile security (Finger print lock, IRIS locking system)

· Wireless charging system

· Mobile gives health information (Blood pressure, Heart beat reader etc.)

· Refrigerators shall have highly sophisticated functions such as: 
· VIP (vacuum insulation panel) technology and Inverter technology for less energy consumption and low starting voltage operation

· Frost free refrigerators for Indian market for lower capacity products to cater to need of specific market segment.

	Objective of this investment 
	· To expand the production capacity in order to fulfil the growing market demand for this product segment in India by reducing dependence on imports & support Government of India’s mission of “Make in India”

· To boost opportunities for export of mobile phones from India 

· To increase localization and enable Indian customers to get world class products with competitive price and faster delivery.


MEETING EXPANSION CRITERIA UNDER IIIP 2012 – INVESTMENT BASIS 
IIIP 2012 requires a minimum 25% increase in fixed capital investment in land, building, plant, machinery, spare parts and capital goods for a project to qualify as an expansion for purposes of grant of incentives. 

The fixed capital investment at the NOIDA plant of the Company as on 31st December 2012 ie immediately preceding the commencement of eligible period of investment, was as follows: 
	Particulars
	Capital investment as on 31.12.2012

(in INR crores)
	Capital Investment (2013-2022) 

(INR Crores)
	% Increase in Fixed Capital Investment

(Approx)

	Plant, Machinery & Equipment*
	603.66
	1,920
	218%

	Buildings
	187.42
	1,971
	943%

	Utilities, Moulds and Other Tools/ Fixtures
	327.40
	896
	173%

	Land
	6.05
	110
	1,718%

	Others
	12.44
	19
	52%

	Total (approx.)
	1136.97
	4915
	


Note*- The existing block of plant and machinery includes office equipment and computers, IT equipment.  
Basis above table, it can be clearly established that the company has met the investment criteria of increase in the gross block of minimum 25% as required in the policy.
MEETING EXPANSION CRITERIA UNDER IIIP 2012 – CAPACITY BASIS 
The IIIP 2012 also requires a minimum 25% enhancement in installed capacity (as it stood prior to the expansion) for the project to be eligible for incentives under the policy. 

The installed capacity as on 31st December 2012 i.e. immediately preceding the commencement of eligible period of investment, was as follows: 

	 Product
	Installed capacity as on 31.12.2012

(in lakh units per annum)

	Mobile phones, Tablet computers etc
	330

	Refrigerators
	18


As also mentioned earlier in this document, the expansion proposal comprises of expansion of manufacturing facilities within the existing plant at NOIDA as well as establishment of additional manufacturing facilities on an adjacent plot allotted to the Company in 2016.  The proposed layout of the combined plant is as below:
[image: image107.jpg]



The installed capacity is proposed to be increased as follows by 2020:
	Product
	Installed capacity as on 31.12.2012

(in lakh units per annum)
	Proposed total installed capacity after expansion

(in Lakh units per annum)
	Increase over capacity before expansion  
(in %)

	Mobile phones, Tablets etc
	330
	1,200 
	264%

	Refrigerators
	18
	36
	100%


As may be seen from the above, our proposed additional fixed capital investment of INR 4915 crores during 2013-2022 shall result in manifold increase in installed capacity of the existing unit and thus, meets the capacity enhancement criteria under the IIIP 2012.

PROJECT COST & INVESTMENT BREAK-UP 
For implementation of the proposed capacity expansion, the overall cost of the Project is estimated to be INR 4915 crores. We plan to carry out the expansion over a period of 10 years (2013-22) as detailed below:

	
	Phase 1
	Phase II
	Phase III

	Investment
	2012-13
	2013-14
	2014-15
	2015-16
	2016-17
	2017-18
	2018-19
	2019-20
	2020-21
	2021-22

	Land
	
	
	
	
	
	     110 
	    -           
	    -           
	    -           
	    -           

	Building
	
	52
	122
	4
	6
	7  
	 1505
	  276 
	    -           
	    -           

	Plant & machinery
	1
	238
	65
	56
	84
	84
	586
	 746
	61
	

	Utility Machines
	
	7
	6
	1
	3
	2
	364
	135
	16
	

	Moulds
	9
	17
	43
	58
	41
	9                  
	-   
	67 
	60 
	55 

	Others
	
	9
	2
	2
	4
	3
	
	
	
	

	TOTAL
	10
	323
	238
	121
	138
	215 
	2,454 
	1,224 
	137 
	55


As highlighted above, the investments of INR 4915 crores in items of capital expenditure would be made over 10 years (2013-22). 
Further, investment of Rs 1.12 Cr made till 22 Jan 2013 Inclusive of advances.
A detailed breakdown of capital expenditure to be incurred for various line items (such as land, building, plant & machinery, fixtures, utilities etc.) has been provided as below: 
· Plant & Machinery (P&M)

We intend to spend INR 1,633 crores for mobile phones (HHP division) and INR 287 crores for refrigerator division towards purchase of plant & machinery. Out of the above total investment, we have already made an investment of INR 464 crores in the HHP division and INR 64 crores in the refrigerator division. The year wise break-up of the balance amount of investment i.e. INR 1,168 crores in the HHP division and INR 223 crore in the refrigerator division is mentioned herein below:
	Division
	Year

	HHP
	2018-19
	2019-20
	2020-21
	Total

	Main Line
	19
	169
	26
	214

	SMD Line
	507
	318
	29
	854

	PBA Lines
	3
	2
	-
	5

	Sub-Assembly
	7
	7
	1
	16

	Others
	50
	25
	4
	79

	TOTAL
	586
	522
	61
	1,168


	Division
	Year

	Refrigerator 
	2018-19
	2019-20
	2020-21
	Total

	Main Assembly
	-
	120
	-
	120

	Sub Assembly
	-
	104
	-
	104

	TOTAL
	-
	223
	-
	223



An illustrative list of key machinery required and intended to be procured for expanding mobile phones capacity is as follows:

	Description
	Line/ Machines
	Picture

	SMT/SMD
	Loader
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	Solder Paste Screen Printing Machine
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	Solder Paste Inspection System (SPI)
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	Carrier Jig
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	Basic Chip Mounter
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	Multi Mounter
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	MAOI
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	Shield Can Mounter
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	Reflow
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	SAOI
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	Inline (Function) Tester
	[image: image38.jpg]Inline(Function) Tester

=R 28R B

P N L1 Er———

@ Paariccomathrmh et progrankor #7310 asctia st s sl
vrtcain, [ ———






	
	Epoxy
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	Globe top
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	TIM Machine
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	UFR
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	Router
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Similarly, key machinery requirement for expansion of refrigerator capacity is as follows:

	Description
	Line/Machines

	Door sheet making process
	Door sheet loader robot

	
	Door sheet transfer system

	
	Hydraulic press 

	Foamed door making process
	Sheet loader

	
	Panel loader

	
	Foaming process

	
	Door unloader

	Cabinet sheet Metal Line


	Cabi sheet input

	
	Punch press

	
	Flange roll forming

	
	Edge forming

	
	Cluster pipe tapping

	
	U bender

	ABS Sheet 
	ABS sheet production

	Liner Forming
	Liner Forming

	Liner Assembly
	Liner Assembly

	Liner and cabinet assembly process
	Liner Assembly

	Cabinet Foaming Process
	Cabinet foaming

	Main cabinet assembly process
	Main Line

	Vacuum and gas charging process
	Vacuum Line

	Refrigerator testing process
	Test Line

	Box and PP Banding packing process
	Packing Line


· Utility Machines

We intend to make capital investment of INR 428 crores towards purchase of utility machines for the HHP division and INR 106 crores towards purchase of utility machines for the refrigerator division 

· Moulds

We intend to make capital investment of INR 138 crores towards purchase of moulds for the HHP division and INR 224 crores towards purchase of moulds for the refrigerator division 

· Others
We intend to make capital investment of INR 17 crores in mobile phones (HHP division) and INR 2 crores in refrigerator division towards purchase of other items like furniture, fixtures etc. 
· Land & Building

Land:

Samsung has been allotted of plot of land adjacent to its existing factory in NOIDA from NOIDA authority on long term lease of 90 years.  The proposed land is located at Plot no B-001C which is contiguous to its existing manufacturing factory at B-1, Sector – 81, NOIDA – 201305, Uttar Pradesh.  

The company proposes to incur a total expenditure of INR 110 crores for the proposed land of which land worth INR 77 crores would be utilized for the purpose of mobile phones (HHP division) and INR 33 crores would be utilized for the refrigerator division. A part of the capacity expansion would be done on this newly acquired land.

Building:

Samsung proposes to incur INR 1,971 crores on construction of building out of which building worth INR 1,707 crores would be utilized for the mobile phones (HHP division) and INR 264 would be utilized for the refrigerator division. Out of the above amount, Samsung has already made an investment of INR 160 crores on building for HHP division and INR 30 crores on building under refrigerator division. 

The balance amount of investment of INR 1,548 crores under the HHP division and INR 234 crores under the refrigerator division shall be broadly made as below: 

HHP Division

	Particulars
	Total Cost (INR Crores)

	Pile Foundation Work
	                       114

	Reinforced Concrete Work
	87

	Structural Steel Work
	332

	Painting work 
	15

	Waterproofing work
	8

	Wall & Floor Finishing work
	55

	Exterior wall & roof work
	31

	Clean room work
	190

	Wet construction
	1

	Temp office
	7

	Duct construction (1)
	94

	Pipe construction
	153

	RO/SWRO work
	73

	Temporary Electrical Work
	20

	General Electric 
	301

	Factory Design(SAMOO)
	44

	Management Fees
	                      23

	Total 
	1,548


Refrigerator Division
	Particulars
	Total Cost (INR Crores)

	Pile Foundation Work
	29

	Reinforced Concrete Work
	17

	Structural Steel Work
	82

	Painting work 
	2

	Waterproofing work
	2

	Wall & Floor Finishing work
	5

	Exterior wall & roof work
	3

	Wet construction
	1

	Completion Cleaning Work
	0.11

	Duct construction
	6

	Pipe construction
	46

	Temporary Electrical Work
	8

	General Electric 
	21

	Factory Design(SAMOO)
	13

	Total (USD)
	234


Further, Samsung also proposes to spend certain amount on construction of clean rooms. 

We have briefly provided the area details for land and building in the tabular form below:
AREA DETAILS FOR THE PROPOSED EXPANSION
	Particulars

	Area (in Square Meter)

	
	Mobile
	Refrigerator

	Land
	1,29,000   (Mobile, Refrigerator & other buildings)

	Assembly Line/ Production Area (A)
	G.Floor : 16,385 

1st Floor : 19,874
Total : 36,259
	G.Floor: 20,331.00*

 Total : 20,331.00*

	Production Ancillary facilities (Warehouse, CDC, Staircases, Rest Area, Toilets, AHU rooms, panel rooms, R&D,Quality,Elevators etc.) (B)
	G.Floor : 20546
1st Floor : 14432
Total : 34978
	

	Roof  area 2nd floor (C)
	Total : 10809.675
	

	Service area indicates for the area involved under lift and shafts (D)
	Total : 1385.87 
	 G.Floor: 20,331.00*

 Total : 20,331.00*

	Other Buildings

	(Dining) Office & Canteen
	G.Floor(Dining) : 5236.423
1st Floor (Office) : 4852.514
Roof Floor :    362.45
Services service area indicates for the area involved under lift and shafts Total: 147.788 

 

	Security-1
	G. Floor : 383.04
1st Floor : 318.24

	Security-2
	47.70

	Security-3
	137.346

	Waste Segregation
	G.Floor 2632.50

Basement under Non FAR 510.30

	Utility
	G.Floor : 4222.375
1st Floor : 3904.00
Roof Floor :  141.389


* This is a mandatory requirement under the Factories Act, 1948 that wherein more than 250 workers are ordinarily employed, a canteen or canteens shall be provided and maintain for the use of the workers.
In addition to above, please find below the area details for previous expansion already undertaken by Samsung:

	Particulars
	Area (In Square Meter)

	
	Ground Floor
	First Floor

	Store/CDC  Godown
	7,878
	 

	Knowledge/Dynamic Centre
	3,710
	3,525

	
	
	

	Others Buildings
	 
	 

	Mobile Capa extension
	226
	 

	Gate 1 Office
	169
	 

	Gate 2 Office
	23
	 

	Gate 3 Office
	45
	 

	Gate 4 Office
	23
	 

	Sheet Storage Area
	281
	 

	Outsource Rest Area
	263
	 

	
	
	

	Total
	12,620
	3,525


· IPR/ Purchase of Technology

The parent company will be providing the technology for the proposed product for which Samsung will make royalty payments. There is no lump sum payment for technology.
MEANS OF FINANCING 
Historically, we have financed our capital requirements for development of manufacturing facility, P&M, equipment, R&D and technology through equity infusion from our shareholders and internal accruals.

For the proposed expansion, the expected total capital expenditure of INR 4915 Crores shall be incurred over a period of 10 years starting from January 2013. We propose to fund this capital expenditure fully through internal accruals. We have been able to generate sufficient internal resources from our operations to fund such additional capital expenditure. 

The net reserves and surplus available with the company as on end of preceding financial years is as follows:








       (In INR million)
	
	2012-13
	2013-14
	2014-15
	2015-16
	2016-17

	Reserves & Surplus
	27,437
	53,805
	67,790
	97891
	139,366


Details of the proposed source of funding the project are provided below:

	Particulars
	Amount (in INR Crores)

	Internal Accruals
	4,915


ACHIEVEMENT OF SUPER MEGA PROJECT THRESHOLD 

The IIIP 2012 (read with G.O.s issued thereunder from time to time), prescribes INR 1000 crores as the threshold for being eligible to seek benefits as a Super Mega unit.  

Under the expansion project, till July 2017, we have made fixed capital investment of INR 1024 crores and INR 1045 crores till Sep’2017 as follows:
	Investment
	2012-13
	2013-14
	2014-15
	2015-16
	2016-17
	2017-18

	Land
	
	
	
	
	
	     110 

	Building
	
	52
	122
	4
	6
	7  

	Plant & machinery
	1
	238
	65
	56
	84
	84

	Utility Machines
	
	7
	6
	1
	3
	2

	Moulds
	9
	17
	43
	58
	41
	9                  

	Others
	
	9
	2
	2
	4
	3

	TOTAL
	10
	323
	238
	121
	138
	215 


COMMENCEMENT OF PRODUCTION FROM ANY ONE PHASE

As per para 2.2 of the G.O No. 594/77-6-17-05(M) /13 TC(Mega) dated 12 July 2017, the unit would be eligible for the benefits only after making capital investment of Rs.1000 Crores and commencement of commercial production of any one phase of the project.  
We have already commenced commercial production from Phase I of the project in September 2013.
TECHNOLOGICAL DETAILS

TECHNOLOGY PROPOSED
Samsung proposes capacity expansion of its existing manufacturing unit in NOIDA, to enhance its production capacity of following two products:

· Mobile phones (including tablets and similar handheld devices); and 

· Refrigerators 

for India as well as export market.

Samsung proposes to combine state-of-the-art technology with advanced engineering to deliver unparalleled quality and service. Samsung would use Surface-Mount Technology (SMT) and Automation processes to manufacture mobile phones and refrigerators.  The launch of proposed state-of-the-art technology will ensure various benefits in terms of enhanced consumer experience. 

We have provided the following details for both proposed products i.e. mobile phones and refrigerators:

· Exploded view of the proposed product 

· Manufacturing Process and its description

· Flexibility of Technology of getting updated to next generation of products

· Advantages of proposed products over alternate products

· Material input and throughput

· Justification of the technology being state-of-the-art 
· Experience in the products and markets served by technology provider  

a. Exploded view of mobile phones 
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b. Manufacturing Process Flow for mobile phones

· Assembly 1 (Surface-Mount Device, SMD)
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Assembly-process 1: Surface-Mount Technology (SMT) 

Surface-Mount Technology method is used for constructing electronic circuits in which the components are mounted directly onto the surface of printed circuit boards (PCBs).

The detailed process flow is explained as below:

	STEP  # 1
	Loader

	Description: - A loader is used to load PCB to printer machine through Conveyer

	STEP #  2
	Solder Paste Screen Printing Machine

	Description: - A Solder Paste Screen Printer for SMT is used to screen solder paste onto the printed circuit board (PCB) before placement of surface mount components.

	STEP #  3
	Mounter

	Description: - In this step the components are mounted in paste onto printed board according to data provided for mounting position.

	STEP  # 4
	Reflow

	Description: - In this step the liquid paste is converted into solid state as per standard reflow profile temperature. 

	STEP #  5
	Unloader

	Description: - In this step, top and bottom boards are separated; bottom boards go to magazine and top board goes to next machine inline tester.

	STEP #  6
	Inline tester

	Description: - Inline tester machine is used for function testing of PBA.

	STEP #  7
	Epoxy 

	Description: - Epoxy liquid is poured in some special component like BGA to avoid chip off from PBA.

	STEP #  8
	Unloader

	Description: - Unloader machine is used for stacking complete SMD processed PCB in Magazine.

	STEP #  9
	Router

	 Description: - PCB is automatically de-panelled into PBA by using router machine. 


· Assembly 2 (Printed Board Assembly - PBA) 

PBA is the process wherein the semi assembly along with inspection and semi testing of mobile phone is conducted.  After SMD process, PBA is moved to PBA line for assembly of Speaker/Mic/Camera (also known as child part) etc. and further some tests are performed to check the operation of these parts.
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After PBA line mobile phone PCB with child parts assembly goes to Main line for final testing and packing.

· Assembly 3 (Sub-Assembly Line)

Sub-Assembly is the process of assembling child part of mobile like Motor receiver etc. and testing them. Some of the tests are performed on-line. 
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· Assembly 4 (Main Assembly line)
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c. Flexibility of Samsung’s mobile phone technology getting updated to next generation products

1. Water-resistant mobile phones: Considering the future consumer sentiments, Samsung may produce water resistant mobile phones. The proposed capital investment by Samsung shall compliment the production of these water resistant mobile phones.  

2. Samsung shall install fully automated testing machines replacing the existing semi-automated testing machines. This shall help Samsung in manufacturing quality and robust mobile phones.  This would further result into 

· Increased throughput or productivity;

· Improved quality or increased predictability of quality;

· Improved robustness (consistency), of processes or product;

· Increased consistency of output;

· Reducing labour fatigue in production process

d. Samsung’s mobile phone advantages over alternative products

4G (LTE) is the fourth-generation wireless broadband mobile communications that will supersede the third generation (3G). Long Term Evolution (LTE) will ensure the competitiveness of Universal Mobile Telecommunications Service (UMTS) for the next ten years and beyond by providing a high-data rate, low-latency and packet-optimized system. Also known as E-UTRA (Evolved Universal Terrestrial Radio Access), LTE is part of 3GPP Release 8 specifications. LTE can be operated in either frequency division duplex (FDD) or time division duplex (TDD) mode, also referred to as LTE FDD and TD-LTE.  Further, the benefits include: 
· New, Orthogonal Frequency Division Multiple Access (OFDMA) based multiple access schemes for both LTE FDD and TD-LTE which will entail enhanced voice quality 

· Scalable bandwidth up to 20 MHz

· Support for Multiple Input Multiple Output (MIMO) antenna technology

· New data and control channels

· New network and protocol architecture (two node, IP based)

e. Material Cost & Throughput – mobile phones

	S. No
	Process
	Input
	Throughput

	
	
	
	

	1
	SMD
	PCB + Chip &Component
	Chip & Component Loaded PCB

	2
	PBA
	Loaded PCB + LCD ,mic etc
	Loaded PCB

	3
	Sub Assembly
	Front , rear & child part
	Assembled front & rear part

	4
	Main Assembly
	Front Part + Loaded PCB + Rear 
	FG Mobile


f. Justification of the technology being 'state-of-the-art' for mobile phones 

The proposed mobile phone technology is state-of-the-art: 
· phones perform highly sophisticated and proactive functions such as indoor navigation, augmented reality, speech recognition, and digital assistants like:
· Bixby: It is Samsung’s new feature. It responds to both touch and voice and has the ability to translate as many as 52 languages. Also, it can be useful for getting details about nearby places.

· DeX: New feature is introduced that transforms phone into a desktop by providing a secure desktop-like experience. With Samsung DeX, users can easily display and edit data from their phone, making working from a smartphone faster and smarter.

· Samsung Pay: Mobile works as credit & debit card, Samsung Pay is the simple and secure way to pay. It works everywhere, one can swipe or tap their card.
· High mobile security (Finger print lock, IRIS locking system)

· Fingerprint scanner: It is a security feature in mobile phone. Fingerprints act like digital passwords that cannot be lost, forgotten or stolen.
· Iris scanner: Iris scanner and facial recognition provides additional security in mobile phone. The patterns in one’s irises are unique to oneself and are virtually impossible to replicate, meaning iris authentication is one of the safest ways to keep one’s phone locked and maintain the confidentiality of the contents.
· Samsung Knox: Knox is Samsung's defense-grade security platform built into our latest mobile devices. It protects both device hardware and software to give comprehensive security for mobilized workforce. Mobile management made easy, with both cloud and on-premise-based solutions. Knox supports the most popular MDM, EMM, SSO and VPN solutions.
· Wireless Charging: This feature is used for charging mobile phone wirelessly using wireless charger device.

· Fast/Turbo Charging: This feature allows fast charging of battery in mobile phone.

· Mobile provides information on health (Blood pressure, Heart beat reader etc.)

· Amoled and Infinity display: Samsung shall use Super Amoled display & Infinity display for its higher range models. It is a display for mobile phone that provides interaction of customer to use different GUI & applications installed in it. 

· Rear and front camera: Rear camera comes with optical image stabilization feature to capture images.  Autofocus technology is being introduced in front camera for better focus capabilities.

· Software: Mobile phone runs on both Android & Tizen OS.

g. For mobiles - Experience in the products and markets served by technology provider 

Today, Samsung is world's largest manufacturer of mobile phones and smartphones fuelled by the popularity of its Samsung Galaxy line of devices.

h. Exploded view of refrigerators
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i. Manufacturing Process Flow for refrigerators

· Assembly 1 (Sub-Line)
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In this process we would make foamed door, Liner and ABS sheet through Extrusion process by using the ABS granules of Refrigerator. 

	STEP  # 1
	Door sheet making process

	Description - Metal sheet door making process with help of press machines.

	STEP #  2
	Door foaming process

	Description - Metal sheet and liner used for foamed door making.

	STEP #  3
	Cabinet sheet making and foaming process

	Description - Metal sheet passed from press machine, roll forming, edge forming and bending machine for cabinet making process.

	STEP  # 4
	Cabinet all accessories assembly process

	Description - All accessories assembling and cabinet foaming process


· Assembly 2 (Main Line)
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In this process, we would assemble all accessories, door and test all the functions. Paste MRP label and IMEI label on the unit box and pack the Refrigerator with all physical inspection.     

	STEP  # 1
	Vacuum test

	Description - Foamed cabinet compressor vacuum testing process

	STEP #  2
	Gas charging

	Description - Foamed cabinet compressor Gas charging process

	STEP #  3
	Compressor testing

	Description - Gas charged Compressor leakage testing process

	STEP  # 4
	Cooling testing

	Description - Gas charged compressor cooling testing process

	STEP #  5
	Label and stickers pasting

	Description - Label and stickers pasting on foamed cabinet


· Assembly 3 (Sub Assembly Line)
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In this stage we would assemble glass trim and perform Pad printing function.

	STEP  # 1
	Check all physical inspection

	Description - Before packing checking all physical inspection

	STEP #  2
	All label pasting process

	Description - All label pasting before box packing process

	STEP #  3
	Box packing process

	Description – Packing of boxes

	STEP  # 4
	PP Banding process 

	Description - PP Banding and Shifting packed refrigerator to ware house


j. Flexibility of Samsung’s refrigerator technology getting updated to next generation products

· Considering the development of Energy Efficient Refrigerator for Indian Market in future, the product line up will change by adopting new technology with less energy consumption. For instance, VIP (vacuum insulation panel) technology shall be adopted in new generation products. 

· Samsung shall expand its inverter technology to their refrigerator for low starting voltage operation and reduced power consumption.  It will have inbuilt PCB to convert AC to DC (DC compressor).  It can work in low voltage scenario and thereby would require reduced energy consumption.

· Governments BEE (Bureau of Energy Efficiency) regulation changes every 2 years. Samsung refrigerators can be modified to make them BEE regulation compliant.

· In place of Mechanical control, electronics control direct cool refrigerator shall be developed to electronically control temperature and frost.

· Development of new frost free refrigerators for Indian market with low cost for lower capacity products to cater to need of specific market segment.

· Development of direct cool refrigerator with improved cooling technology for higher capacity products to cater to needs of specific market segment.

k. Samsung refrigerator’s advantages over alternative products
· Using Samsung own manufactured compressor helps in maintaining high quality control

· Advantages of New Inverter technology in frost free and direct cool refrigerator includes less energy consumption and low voltage operation.  

· As the Indian customer requirements are changing from direct cool and manual defrosting to Auto defrost, so by developing low cost Frost free Refrigerator can give the additional advantage to Indian customer.

· Developing new fast cooling technology can provide enhanced consumer experience.

· By developing higher capacity direct cool refrigerator Company can provide additional storage volume to customer.

l. Material Cost & Throughput –refrigerators

	S. No
	Process
	Brief Description
	Input
	Throughput

	
	
	
	
	

	1
	Door sheet line
	Metal sheet door making process with help of press machines
	Metal sheet 
	Ref door sheet 

	2
	Door foaming  line
	Metal sheet and liner used for foamed door making
	Metal door sheet, Liner
	Ref Foamed Door

	3
	Cabinet sheet metal line
	Metal sheet cabinet making process with cluster pipe and press machines
	Metal sheet
	Ref Cabinet metal sheet

	4
	ABS Sheet 
	ABS granules used for ABS sheet making process
	ABS granules
	ABS Sheet

	5
	ABS sheet Forming 
	ABS sheet forming for Liner and panel 
	ABS Sheet
	Formed Liner, Panel 

	6
	Liner Assembly
	Liner assembly for cabinet and door foaming
	Formed Liner
	Assembled liner with wire harness

	7
	Liner and cabinet assembly
	Both assembled for cabinet internal assembly  
	Assembled liner
	Cabinet with liner and rear plate

	8
	Cabinet foaming
	Cabinet metal sheet and assembled liner used for foamed cabinet making
	Cabinet with liner and rear plate
	Foamed cabinet

	9
	Main cabinet assembly
	Main assembly of foamed cabinet 
	Foamed cabinet
	Foamed cabinet accessories assembly

	10
	Vacuum and testing line
	Foamed cabinet compressor and cooling testing 
	Foamed cabinet
	Foamed ref vacuum and gas testing

	11
	Packing line
	All tested refrigerator packing.
	Gas charged cabinet
	Refrigerator box packed.


m. Justification of the technology being 'state-of-the-art'

The proposed refrigerator technology shall be state-of-the-art: 

1. Company has introduced Inverter technology for less energy consumption and low starting voltage operation.  With such proposed technology, SIEL would manufacture energy efficient refrigerators.
2. Company has developed new technology for frost free operation that would be used in manufacturing of refrigerators
3. Company has introduced the fastest ice making technology.
4. SIEL has recently announced Convertible technology - to convert freezer to cabinet.

n. For refrigerators - Experience in the products and markets served by technology provider 

For years, Samsung has been a preferred brand for home appliances including refrigerators. Presently, Samsung’s market share in the refrigerator segment is 30.7%.

SAMSUNG SALES AND MARKETING PLAN FOR DOMESTIC AND INTERNATIONAL MARKETS
The NOIDA plant, established in 1997, has engaged in the production of mobile phones and refrigerators, while the Chennai plant, founded in 2007, is specialized in the production of refrigerators, washing machines, air-conditioners, and LED TVs.

The Company is planning to reinforce its market leadership and drive growth in the premium phone segment with differentiated design and innovative features. It’s also planning to improve the competitiveness of its mid-to-low end smartphones by adding features like fingerprint recognition and water/dust resistance. 

The company will continue to shore up its software and service competencies by expanding Samsung Pay to additional markets. The Company is also planning to introduce AI-based services on premium smartphones. 

Once the expansion of NOIDA unit is completed, the factory will be able to produce an additional 20 million units of smartphones by 2018 and 60 million units by 2020. Moreover, the production of refrigerators will increase by 1.8 million units by 2020.

The company intends to sell smart mobile phone and refrigerators in domestic market and also export to Africa, Nepal, Sri Lanka, and Middle East. 

FINANCIAL PROJECTIONS 

We have provided below the projected financials (profit/ loss and cash flow) for the NOIDA Plant (including production from the existing unit as well as the expansion project) for a period of next 10 years in order to demonstrate long term financial viability of the project.  The projections are prepared from FY 2017-18 onwards, as the prescribed threshold of INR 1000 crores in additional capital investment was crossed for the first time in July 2017, and our eligibility period of 15 years commences therefrom.

Mobile phones (HHP Division)
PROJECTED PROFIT & LOSS STATEMENT                    (in INR Crores)
	P&L Account 


	2017-18
	2018-19
	2019-20
	2020-21
	2021-22
	2022-23
	2023-24
	2024-25
	2025-26
	2026-27

	Total Revenue
	31,060.55
	43,413.66
	44,716.06
	70,291.23 
	72,399.97 
	74,571.97 
	76,809.12
	79,113.40
	81,486.80
	83,931.40

	Total Operating Expenses
	26,598.92
	37,700.97
	39,317.40
	62,240.18
	64,808.63
	67,503.14
	70,174.95
	73,084.22
	76,255.32
	79,618.61

	Operating profits
	4,461.63
	5,712.68
	5,398.66
	8,051.04
	7,591.33
	7,068.82
	6,634.18
	6,029.17
	5,231.48
	4,312.79

	Earnings Before Interest and Tax (EBIT) (%)
	14.36%
	13.16%
	12.07%
	11.45%
	10.49%
	9.48%
	8.64%
	7.62%
	6.42%
	5.14%

	Other Non -  Operating Expenses
	466.37 
	     684.45
	740.23
	1,221.78
	1,321.36
	1,429.05
	1,545.52
	1,671.48
	1,807.70
	1,955.03

	Other Non -  Operating Income
	     785.99 
	1,153.51
	1,247.52
	2,059.09
	2,226.91
	2,408.40
	2,604.68
	2,816.97
	3,046.55
	3,294.84

	PBT
	4,781.24
	6,181.74
	5,905.95
	8,888.35
	8,496.88
	8,048.17
	7,693.34
	7,174.66
	6,470.32
	5,652.60

	PAT
	3,126.55
	4,042.36
	3,862.02
	5,812.27
	5,556.28
	5,262.86
	5,030.83
	4,691.66
	4,231.07
	3,696.35

	Cash Profit
	3,249.51
	 4,367.25
	4,274.10
	6,232.78
	5,962.42
	5,643.86
	5,218.22
	4,767.51
	4,291.53
	3,756.80


PROJECTED CASH FLOW STATEMENT                          (in INR Crores)
	Cash Flow Statement


	2017-18
	2018-19
	2019-20
	2020-21
	2021-22
	2022-23
	2023-24
	2024-25
	2025-26
	2026-27

	Operating profit before working capital changes
	3,249.51
	4,367.25
	4,274.10
	6,232.78
	5,962.42
	5,643.86
	5,218.22
	4,767.51
	4,291.53
	3,756.80

	(Increase)/ Decrease in Working Capital
	(2,377.37)
	(2,361.16)
	(136.71)
	(2,772.20)
	(229.42)
	(236.31)
	(243.39)
	(250.70)
	(258.22)
	(265.96)

	Net cash flow from investing activities
	(194.24)
	(2,454.04)
	(600.04)
	(74.86)
	-
	-
	-
	-
	-
	-

	Net cash flow from financing activities
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-

	Proceeds from M-SIPS subsidy
	-
	629.75
	150.01
	19.25
	-
	-
	-
	-
	-
	-

	Net increase / (decrease) in cash and cash equivalents
	677.90
	181.81
	3,687.37
	3,404.82
	5,733.00
	5,407.56
	4,974.82
	4,516.82
	4,033.31
	3,490.84

	Opening cash/ cash equivalents as on 1st April 2017
	3,500.00
	4,177.90
	4,359.70
	8,047.07
	11,449.9
	17,182.89
	22,590.4
	27,565.2
	32,082.09
	36,115.4

	Total Cash carried forward to B/S
	4,177.90
	4,359.70
	8,047.07
	11,449.90
	17,182.8
	22,590.45
	27,565.2
	32,082.0
	36,115.40
	39,606.2


Refrigerator Division:-
PROJECTED PROFIT & LOSS STATEMENT                    (in INR Crores)
	P&L Account 


	2017-18


	2018-19


	2019-20


	2020-21


	2021-22


	2022-23
	2023-24
	2024-25
	2025-26
	2026-27

	Total Revenue
	1,591.76 
	1,671.35 


	1,754.92 


	4,283.95 


	4,498.15 


	4,723.06 


	4,959.21 


	5,207.17 


	5,467.53 


	5,740.90 



	Total Operating Expenses
	1,515.94

	1,570.82 
	1,743.12
	4,045.19 
	4,208.25 
	4,332.04 
	4,519.82 
	4,716.38 
	4,922.03 
	5,140.50 

	Operating Profit 
	75.82
	100.53
	11.80
	238.77 
	289.84 
	391.02 
	439.39 
	490.79 
	545.50 
	600.40 

	Earnings Before Interest and Tax (EBIT) (%)
	4.76%


	6.01%


	0.67%

	5.57%


	6.44%


	8.28%


	8.86%


	9.43%


	9.98%


	10.46%



	Other Non -  Operating Expenses
	  9.90 


	 10.61 


	11.36 


	  28.29 


	  30.29 


	 32.45 


	  34.75 


	  37.22 


	  39.86 


	  42.69 



	Other Non -  Operating Income
	34.26 


	  36.69 


	 39.30 


	  97.84 


	 104.79 


	 112.23 


	  120.20 


	 128.73 


	 137.87 


	 147.66 



	PBT
	100.071
	126.61
	39.73 
	308.32
	364.39
	470.80 
	524.84 
	582.31 
	643.51 
	705.38 

	PAT
	65.50
	82.80 
	25.98
	201.62 
	238.28 
	307.87 
	343.20 
	380.78 
	420.81 
	461.26 

	Cash Profit
	89.58 
	98.58
	147.73 
	314.67 
	344.04 
	358.28 
	392.97 
	428.83 
	465.80 
	504.96 


PROJECTED CASH FLOW STATEMENT                          (in INR Crores)
	Cash Flow Statement


	2017-18
	2018-19
	2019-20
	2020-21
	2021-22
	2022-23
	2023-24
	2024-25
	2025-26
	2026-27

	Operating profit before working capital changes
	89.58
	98.58 
	147.73 
	314.67
	344.04 
	358.28 
	392.97 
	428.83 
	465.80 
	504.96 

	(Increase)/ Decrease in Working Capital
	(121.36)


	 (6.29)


	 13.38 


	(194.05)


	(36.99)


	 (12.86)


	(18.77)


	(19.72)


	(30.73)


	 (26.78)



	Net cash flow from investing activities
	(35.16)
	-
	(624.56)
	(60.25)
	 (55.00)
	 -   
	 -   
	 -   
	 -   
	 -   

	Net cash flow from financing activities
	-
	-
	-
	-
	-
	-
	-
	-
	-
	-

	Proceeds from M-SIPS subsidy
	
	
	
	174.90
	13.75
	
	
	
	
	

	Net increase / (decrease) in cash and cash equivalents
	(66.94) 
	92.29
	(463.45) 
	235.28 
	265.80 
	345.42 
	374.20 
	409.11 
	435.08 
	478.18 

	Opening cash/ cash equivalents as on 1st April 2017
	 800.00 
	733.06
	825.35 
	361.89 
	597.17 
	862.97 
	1,208.39 
	1,582.59
	1,991.70 
	2,426.78 

	Total Cash carried forward to B/S
	733.06 
	825.35 
	361.89
	597.17 
	862.97 
	1,208.39 
	1,582.59
	1,991.70
	2,426.78
	2,904.96


Note:  The projected financials do not consider the impact of receipt of subsidy under the IIIP 2012 from Government of Uttar Pradesh, as we wish to demonstrate viability of the project independent of the same.

LOCATION AND INFRASTRUCTURE
LOCATION DETAILS
As mentioned earlier as well, Samsung has been allotted a plot of land adjacent to its existing factory in NOIDA by NOIDA Authority on long term lease of 90 years. The area of the proposed land is 1, 29, 000 square meters. The proposed land is located at Plot no B-001C which is contiguous to the existing manufacturing factory at B-1, Sector – 81, NOIDA – 201305, Uttar Pradesh.  A copy of the allotment letter by the NOIDA authority is given in Annexure 1. 

The adjacent land would be utilized for the purpose of both Mobile phone (HHP division) as well as Refrigerator division. The proposed capacity expansion would be partially done on this newly acquired land and partially within the existing plant.
We have briefly provided the details of proposed land & building in the below table:

AREA DETAILS FOR THE PROPOSED EXPANSION
	Particulars

	Area (in Square Meter)

	
	Mobile
	Refrigerator

	Land
	1,29,000   (Mobile, Refrigerator & other buildings)

	Assembly Line/ Production Area (A)
	G.Floor : 16,385 

1st Floor : 19,874
Total : 36,259
	G.Floor: 20,331.00*

 Total : 20,331.00*

	Production Ancillary facilities (Warehouse, CDC, Staircases, Rest Area, Toilets, AHU rooms, panel rooms, R&D,Quality,Elevators etc.) (B)
	G.Floor : 20546
1st Floor : 14432
Total : 34978
	

	Roof  area 2nd floor (C)
	Total : 10809.675
	

	Service area indicates for the area involved under lift and shafts (D)
	Total : 1385.87 
	 G.Floor: 20,331.00*

 Total : 20,331.00*

	Other Buildings

	(Dining) Office & Canteen
	G.Floor(Dining) : 5236.423
1st Floor (Office) : 4852.514
Roof Floor :    362.45
Services service area indicates for the area involved under lift and shafts Total: 147.788 

 

	Security-1
	G. Floor : 383.04
1st Floor : 318.24

	Security-2
	47.70

	Security-3
	137.346

	Waste Segregation
	G.Floor 2632.50

Basement under Non FAR 510.30

	Utility
	G.Floor : 4222.375
1st Floor : 3904.00
Roof Floor :  141.389


* This is a mandatory requirement under the Factories Act, 1948 that wherein more than 250 workers are ordinarily employed, a canteen or canteens shall be provided and maintain for the use of the workers.

Please Note: The refrigerator plant is a future extension building, the number of floors & production Area is not decided yet.

In addition, please find below the area details for previous expansion already undertaken by Samsung:
	Particulars
	Area (In Square Meter)

	
	Ground Floor
	First Floor

	Store/CDC  Godown
	7,878
	 

	Knowledge/Dynamic Centre
	3,710
	3,525

	
	
	

	Others Buildings
	 
	 

	Mobile Capa extension
	226
	 

	Gate 1 Office
	169
	 

	Gate 2 Office
	23
	 

	Gate 3 Office
	45
	 

	Gate 4 Office
	23
	 

	Sheet Storage Area
	281
	 

	Outsource Rest Area
	263
	 

	
	
	

	Total
	12,620
	3,525


We have provided below the additional details as:

· Samsung Existing Factory Location: 
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Source: Google Maps

· Our Proposed layout – Ground & First Floor – HHP Division
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· Our Proposed layout – Ground floor – Refrigerator Division 
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Ground Floor
REASONS FOR CHOICE OF LOCATION
Numerous reasons favour NOIDA as a preferred destination for expansion of existing manufacturing unit:

· NOIDA has well planned infrastructure facilities and a number of unique advantages such as proximity to National capital of Delhi, connectivity to important industrial corridors/hubs and focused industrial clusters;

· The city has emerged as a preferred investment destination for domestic as well as international investors and is today a home to a number of multinational companies and corporate houses. With sound infrastructure and strong manufacturing base NOIDA is among the most economically developed and industrialized states of India;

· NOIDA is located near India’s international and domestic airports which have direct links to world airports and all major Indian cities. It is also linked to major railway networks across the country. The transport infrastructure is adequate and is being constantly upgraded to meet the ever growing needs of economy;

· In NOIDA, there is abundant availability of skilled manpower in the city which is being further strengthen by setup of national level education/training institutes.

INFRASTRUCTURAL REQUIREMENT
Power/electricity

The current usage of power load in Samsung is 15,000 KVA against the sanctioned power load of 50 MVA.  
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Getting 24x7 uninterrupted 132KV power supply from production and operations perspective is another pre-requisite for our proposed factory. Going forward, since our power requirements would be more than the standard 33KV levels, we would be requiring direct and uninterrupted electricity connection from different dual sources of 132KV power transmission directly upto proposed contiguous industrial land adjacent to our factory.

The nearest 132KV substations to our proposed factory location are situated at Sector 129, NOIDA and Surajpur substation. Layout of the feasible route from the two substations upto our factory is given below:

Water

NOIDA is committed to providing water at door step.  Samsung is currently consuming 400 KL of raw water per day which is sourced from the Government supplies. The additional usage due to the proposed expansion will be 2,640 KL/ day. The water supply is very critical from the plant’s operation perspective as well. The requirement is expected to increase in the years to come. For the proposed expansion, the additional requirement, if any can be met by making an application to the authority concerned.

Nearest city water availability options have been depicted in the following picture:
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Nitrogen

The company produces Nitrogen from its captive Nitrogen plant. The existing capacity is 1,200 NM3/h, wherein 1050 NM3/ h is for HHP and the balance is for refrigerator. There will be an addition of 2,400 NM3/ h due to proposed expansion for which the Company shall make an application to the concerned authority.

Communication/ connectivity 

There is reliable access to quality voice and data communications infrastructure in the area. The site has acceptable cell phone coverage.

BENEFITS TO STATE ECONOMY
With a strong convergence between SIEL’s corporate mission statement and the mission targets for Uttar Pradesh, it is our belief that SIEL’s project at NOIDA would contribute significantly to the State economy, by contributing to:
· Growth in Gross State Domestic Product as well as exports from the State
· Brand image for the State of Uttar Pradesh globally
· Human resource development and creation of ample employment opportunities 
· Strengthening of existing manufacturing base by development of world-class facilities and expansion of production capacity
· Electronics Cluster Development for Small and Medium Enterprises 
· Socio economic development of the region with growth in residential districts and growth in retail, hospitality and education sectors
· Increasing intellectual capital of the State by creation of extensive R&D facilities for product and process innovation and technology up-gradation
· Ensuring inclusive and sustainable growth of the region that is sensitive to environmental concerns as well as the social dimensions

A. Attracting FDI 

Foreign Direct Investment is recognized as a powerful engine for economic growth as it enables countries to build up physical capital, create employment opportunities, enhance skill etc. Various studies have showed that FDI has an important effect on the overall development of the economy. Further, the government of India has always been in support of FDI especially in the field of electronics.
Given below are details of the FDI inflows in different States of India
.

	
	RBI’s - Regional Office2 
	State covered 
	2014-15 
(April- March) 
	2015-16 
(April – March ) 
	2016-17 
(April – 
March ) 
	Cumulative 
Inflows 
(April, 00 - 
March, 17) 
	%age to total
Inflows 
(in terms
of US$) 

	1 
	MUMBAI 
	MAHARASHTRA, DADRA & NAGAR HAVELI, DAMAN & DIU 
	38,933 (6,361) 
	62,731 (9,511) 
	131,980 (19,654) 
	547,733 (102,283) 
	31.00 

	2 
	NEW DELHI 
	DELHI, PART OF UP AND HARYANA 
	42,252 (6,875) 
	83,288 (12,743) 
	39,482 

(5,884) 
	371,794 (68,037) 
	20.00 

	3 
	CHENNAI 
	TAMIL NADU, PONDICHERRY 
	23,361 (3,818) 
	29,781 

(4,528) 
	14,830 

(2,218) 
	133,378 (23,760) 
	7.00 

	4 
	BANGALORE 
	KARNATAKA 
	21,255 

(3,444) 
	26,791 (4,121) 
	14,300 

(2,132) 
	123,212 (22,374) 
	7.00 

	5 
	AHMEDABAD 
	GUJARAT 
	9,416 

(1,531) 
	14,667 

(2,244) 
	22,610 

(3,367) 
	91,074 

(16,652) 
	5.00 

	6 
	HYDERABAD 
	ANDHRA PRADESH 
	8,326 

(1,369) 
	10,315 

(1,556) 
	14,767 

(2,195) 
	74,322 

(13,766) 
	4.00 

	7 
	KOLKATA 
	WEST BENGAL, SIKKIM, ANDAMAN & NICOBAR ISLANDS 
	1,464 

(239) 
	6,220 

(955) 
	332 

(50) 
	21,179 

(3,985) 
	1.00 

	8. 
	KOCHI 
	KERALA, LAKSHADWEEP 
	1,418 

(230) 
	589 

(90) 
	3,050 

(454) 
	9,789 

(1,755) 
	1.00 

	9 
	JAIPUR 
	RAJASTHAN 
	3,237 

(541) 
	332 

(50) 
	1,111 

(165) 
	8,237 

(1,480) 
	0.40 

	10. 
	BHOPAL 
	MADHYA PRADESH, CHATTISGARH 
	601 

(100) 
	518 

(80) 
	515 

(76) 
	7,129 

(1,372) 
	0.40 

	11 
	CHANDIGARH 
	CHANDIGARH, PUNJAB, HARYANA, HIMACHAL PRADESH 
	234 

(39) 
	177 

(27) 
	39 

(6) 
	6,576 

(1,364) 
	0.40 

	12 
	PANAJI 
	GOA 
	211 

(35) 
	117 

(18) 
	555 

(83) 
	4,539 

(924) 
	0.30 

	13 
	KANPUR 
	UTTAR PRADESH, UTTRANCHAL 
	679 

(110) 
	524 

(80) 
	50 

(8) 
	3,018 

(570) 
	0.20 

	14 
	BHUBANESHWAR 
	ORISSA 
	56 

(9) 
	36 

(6) 
	83 

(12) 
	2,080 

(416) 
	0.10 

	15 
	PATNA 
	BIHAR, JHARKHAND 
	68 

(11) 
	272 

(43) 
	69 

(10) 
	607 

(103) 
	0.03 

	16 
	GUWAHATI 
	ASSAM, ARUNACHAL PRADESH, MANIPUR, MEGHALAYA, MIZORAM, NAGALAND, TRIPURA 


	29 

(5) 
	66 

(10) 
	15 

(2) 
	462 

(96) 
	0.03 

	17 
	JAMMU 
	JAMMU & KASHMIR 
	25 

(4) 
	11 

(2) 
	2 

(0.2) 
	39 

(6) 
	0.00 

	18
	Region not indicated
	
	37,544

(6,211)
	25,886 

(3,936) 
	47,909 

(7,162) 
	381,854 (73,048) 

	22.00

	
	Total
	
	189,107
(30,931) 
262,322 (40,001) 
291,696 (43,478) 

1,787,022 (331,991) 

	262,322
(40,001) 
	291,696
(43,478) 
	1,787,022
(331,991) 
	


Our investments would contribute significantly in raising UP’s contribution to the total FDI inflows in the country.

Further considering the fact that the domestic as well as global economic situation has still not stabilized sufficiently, companies are constantly trying to keep a check on rising costs.  

A supportive incentive policy would encourage investments into the State, as well as ploughing back of incentive benefits as future investments, especially from the South Korea region, thereby ensuring a continuous spate of new industrial activity.

B. Enhancing State’s global brand value

We believe that an investment of this size by Samsung, which is a leading company globally as well as in India, would contribute significantly towards reaffirming Uttar Pradesh’s brand image as an attractive destination for new investment, and thus, has a multiplier effect for attracting new investments into the State.
C. Contribution to economic growth of the State

The state of Uttar Pradesh is projected to grow at approx. 5%. We understand that our investment would contribute significantly in achieving this economic growth target of the State Government of Uttar Pradesh. 

The growth rate of manufacturing sector in India has been on the 45decline, and the Central Government has been announcing various measures to boost investment in the sector, including tax breaks / incentives, liberalization of FDI policy etc.   

At the State level, an attractive incentives package is definitely instrumental in roping in new investors as well as encourage existing units to plan expansion / diversification projects within Uttar Pradesh.

Also, our project would help in expanding the manufacturing base of State, as the existing Original Equipment Manufacturers (‘OEMs’) supplying exclusively to Samsung presently will also have to expand their production capacity in order to fulfill our increasing demands. Consequently, our investment would create a trickledown effect in the manufacturing space of Uttar Pradesh.
In addition to the OEMs, for such large scale project Samsung shall be required to engage various professional service providers locally who shall be providing various category of services viz (technical, management, engineering etc.).
D. Employment generation opportunities and skill development

There is an obvious and urgent requirement to create more employment opportunities in the country and the Centre as well as State Governments are looking forward to the Industrial Sector, especially the Electronics Sector, to provide for a significant percentage of such requirement.  The National Policy on Electronics 2012 issued by the Ministry of Communications and Information Technology envisages the need to create an additional 28 million jobs by year 2020 by way of both direct and indirect employment at various levels in the Electronics sector.

It is an accepted fact that whenever a project of such significant magnitude (such as ours) comes to any location, it catalyzes direct employment in the actual plant and indirect employment in the associated feeder units (ancillary industries). Various studies have concluded that a project of this scale especially in the electronics sector can contribute indirect employment of 3 persons for every 1 direct employee
.

As per some estimates referred to in a draft report on NREGA by the Centre for Science and Environment, the cost of creating employment for a single unskilled worker is Rs. 200-300 per day. Obviously, the cost of creating employment for the semi-skilled / skilled workers shall be much higher.  

The establishment of new industrial units not only creates direct employment opportunities, but also leads to indirect employment in related sectors such as construction, transport, hospitality and so on.  

Further, increased investments in the industrial sector in the State are bound to attract new and young talent as well.  New-age professionals who have, till date, shown more interest in other States such as Maharashtra, Karnataka or Gujarat due to the variety of opportunities available, will also get attracted to work in this super mega project and other projects in Uttar Pradesh.

The company recognizes the importance of its human capital and values it as one of the major contributors to its success.  We lay emphasis on creating a working environment that encourages innovation and enhances work satisfaction.  We have also invested in Learning & Development Initiatives to continuously upgrade technical, functional and behavioral skills of its people, in order to cope with global challenges.  We plan to further such initiatives and attract, grow and retain the best talent in the electronics industry.  

We take utmost care of our personnel and provide various facilities to take care of the employees’ needs and make their working environment comfortable, such as -

· Transportation from the near-by cities to all employees

· Well maintained and conducive working environment

· Free of charge food is provided to all employees

· Medical care with well-equipped ambulance facility at factory and health centers

Apart from the various welfare measures, we also ensure recreation facilities for the employees to engage the employees and provide a good work life balance. Employees are also involved in providing and implementing the ideas for continuous improvement in Productivity, Quality, Cost, Delivery and in Safety.

E. Generating other tax revenues for the State

Apart from the GST generated on sale of goods manufactured by our unit, the proposed investment would also contribute to additional tax revenues for the State.  

For instance, - Uttar Pradesh would be entitled to a share of approx. 7.56% from the total direct and indirect tax revenues collected by the Union Government as per the recommendations of the 14th Finance Commission, which has proposed a total devolution of 42% of Union Taxes to the States, and such recommendation has been accepted by the Centre.  Basis the first installment of devolution released by Centre during the year 2015-16 , Uttar Pradesh’s share was approx. 18%.

Further, the employment generated by our additional mega investment would lead to additional taxes getting accrued to the State in form of GST on consumption. Similarly, the development of infrastructure in the vicinity of a mega scale industrial unit should also lead to increase in tax revenues for the State as Well as local bodies, e.g. – GST on entertainment, hotels and restaurants; road taxes and tolls by transporters etc.  

F. Socio-economic development of the State

It is a well-established fact that establishment of large industrial centers lead to improvement of the social conditions of the region in the long term, and ensures a better quality of life for people. 

For Samsung, health and development of the community is equally important as much as manufacturing operations. We have regularly partnered with several NGOs, towards community welfare and disaster management activities which includes programmes like free medical aid, ambulance services, dental checkups camps, blood donation camps, educational camps, family planning programmes, etc.

We are specially focusing on contributing to skill development for the country’s youth by introducing programmes like ‘Samsung Smart Class program’, ‘Samsung Technical School’, Samsung Digital Academy, etc. 

Samsung has always given importance to various CSR activities and has actively participated in conducting them. It is company’s business principle to practice corporate social responsibility and be a socially responsible corporate citizen. List of various CSR activities undertaken by Samsung are as below: 
Samsung Smart Class
Samsung equips a class in a government school Jawahar Navodaya Vidyalaya, JNV with smart devices (Smartboard, tablets, printers, power backup) that are used as a digital learning platform for students. It also provides them with content (e-textbooks and learning apps) and training. The program has impacted over 2, 50,000 students and teachers across 545 government schools. 
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Samsung Star Scholar
Samsung also provides students of Jawahar Navodaya Vidyalaya (JNV) schools with the opportunity for quality higher education by giving them financial support for every academic year of the course to 150 students of JNV who have qualified for IITs and NITs. The first batch of 150 students has enrolled in first year of BTech or Dual Course at IITS and NITs across the country. 

Chetana Program
In order to promote computer and digital education for underprivileged girl students in the state of Karnataka, Samsung provides tablets to girls who have topped their respective government schools. Government of Karnataka provides mentorship for two years for meritorious girls who have passed Class 10 from government schools. It also conducts regular residential camps, hands on workshops and domain specific schools for these girls.
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Samsung Technical School
To help disadvantaged youth groups to acquire skills for better employment or entrepreneurial ventures, Samsung created a program for training on technology, installation, service and repair of Samsung products. The program runs both a theory as well as practical and on the job training modules. There are a total of 22 schools which have trained over 2,000 students and unemployed technicians across 22 States and Central Government institutes (Industrial Training Institutes and Tool Rooms). 
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(L-R) Mr. H C Hong, President & CEO, Samsung Southwest Asia, Shri Kalraj Mishra, Union Minister for MSME and Smt Harsimrat Kaur Badal, Union Minister for Food Processing at the MoU signing ceremony for Samsung Technical Schools

Link to the Press Release- https://news.samsung.com/in/samsung-msme-ministry-widen-partnership-for-samsung-technical-school
MSME-Samsung Technical School Scholarship
Under this scheme, girls and differently-abled trainees, who have successfully completed the basic course at the government training institutes, are given a scholarship of up to INR 20,000 covering the fees for the Samsung Technical School program. 


Samsung Digital Academy
Samsung has set up an academic engagement with technology institutes and state skill departments for a development course based on the Tizen Operating System (OS) platform core OS innovation and development. Samsung Research Institute - Bangalore focuses on apps development while Samsung Research Institute Delhi trains on Tizen OS.  74 teachers and 660 students from different engineering institutes have participated in this program.
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Samsung Digital Academy @ TASK and IIT-D
Samsung Digital Academy imparts skills in new technologies—Tizen and Internet of Things (IoT)—to students.  Samsung Digital Academy, Hyderabad is a partnership between Samsung India and Telangana Academy for Skill and Knowledge (TASK), under the state government. Samsung has set up an IoT lab within the Telangana government incubation centre for startups called T-Hub.

Samsung Smart HealthCare
Since 2015, over 3 lakh patients from the economically and socially deprived sections of society across 18 hospitals have been impacted with facilities such as digital ultrasound and digital radiology across different cities of India.
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Samsung Smart HealthCare – Tab IRIS
Samsung has given over 1,000 Samsung Tab IRIS to Department of Health, Government of Karnataka. Tab IRIS is the first commercial tablet to be approved by UIDAI for Aadhaar and KYC verification. It would enable Public Health Centers (PHC) in the state to build their database in a digital format. 

Safe India

Samsung has pledged its support to the Ministry of Road Transport and Highways’ drive to reduce road accidents, especially those that happen due to irresponsible usage of mobile phones, including taking selfies on the road. It launched a nationwide campaign ‘Safe India’ to sensitize people about responsible use of mobile phones while on the roads. 



Hon’ble Union Minister Shri Nitin Gadkari, Ministry of Road, Transport & Highways giving the message as a part of the ‘Safe India’ campaign

Initiatives in Uttar Pradesh

1) Samsung Smart Healthcare
Samsung India is entering into a partnership with the State department of Health and Family Welfare, Uttar Pradesh where 20 government district hospitals will be provided with health and medical equipment’s as a part of the Samsung Smart Healthcare program for the year 2017-18. 

Under this program Samsung will be donating the following   equipment’s to 20 Government District Hospitals across Uttar Pradesh:

· Ultrasound machine

· Digital Radiography machine 

· Samsung LED TV 

· Samsung AC 

· Samsung Refrigerator 

2) School Program: 
Samsung and its subsidiaries in Noida through its school program have adopted five government primary schools in Noida and Greater Noida particularly in Sector 62, Sector 63, Sector 126, Sector 128 where Samsung employees undertake various activities such as distribution of benches, books and stationary items on a regular basis. 

Samsung employees are actively involved in developing teaching learning material for students and also provide additional classes to students for entrance into Jawahar Navodaya Vidyalayas. 
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Bench Distribution activity at Govt. Junior High School & Govt. Primary School at Raipur Sector 126, Noida, Uttar Pradesh
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Health Camp at Government Primary School, Sultanpur, Sector 128-Noida

3) Safe Drinking Water Project - Water Hand Pump installation in Uttar Pradesh (Districts Kanpur Nagar & Shamli)

One of the major challenges facing the people of Uttar Pradesh is the lack of a good clean drinking water source. Without clean, safe drinking water, diseases, dehydration and even premature death constantly plague the people. As part of our outreach activities, Samsung India donated 1000 Hand pumps in Kanpur Nagar & Shamli District, Uttar Pradesh.  


Pictures from the site in Shamli district, Uttar Pradesh after the hand pumps were installed


4) Samsung has also set up Smart classes in around 70 districts of Uttar Pradesh impacting over 50,000 students across JNV schools. Some of the districts include Bareilly, Muzaffarnagar, Faizabad, Lucknow, Saharanpur, Gautam Budh Nagar, Kanpur, Meerut, Allahabad, Gorakhpur, Mainpuri, Shahjahanpur, Agra, Aligarh, Ghaziabad, and Jhansi among others. 
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Students attending a Smart Class in their school

5) There is a MSME technical school lab in Varanasi and there are plans to open many such technical schools in Lucknow, Kanpur, Noida, Gorakhpur and Allahabad. 


A model MSME lab in Varanasi, Uttar Pradesh
Overall, the industrialization and increased employment opportunities that would be generated by the project is likely to lead to modernization and socio-economic development of the region.  The project would assist in preventing migration of local population to other States and consequently lead to a sustained and prosperous local economy with appropriate development of social infrastructure.  

In addition to above, Samsung regularly runs its ‘Apprenticeship program’ under which large number of students are hired and paid stipend. Once the program gets completed, the company also retains/hires the eligible students under full time employment. 
The details of employment under the apprenticeship program along with average stipend paid over past few years are provided herein below:

	Hiring Data under Apprenticeship program

	Year
	Total Operator Trainee Hire 
(10th /12th Pass)
	Total Apprentice Hire
(ITI Pass)
	Total Hire
(Training)
	Conversion Numbers
(Regularise)

	2013
	
	35
	35
	

	2014
	
	1740
	1740
	

	2015
	
	1481
	1481
	268

	2016
	
	643
	643
	101

	2017 (Till Sep’17)
	237
	366
	603
	974

	  Total
	237
	4265
	4502
	1343


	Period
	Monthly Stipend
	Monthly Incentive
	Total Monthly Average Salary

	Jan-13 to July-13
	3500
	292
	3792

	Aug-13 to Apr-14
	4100
	342
	4442

	May-14 to Sep-14
	4700
	392
	5092

	Oct-14 to Mar-15
	4940
	412
	5352

	Apr-15 to Sep-15
	6668
	556
	7224

	Oct-15 to Nov-15
	6747
	562
	7309

	Dec-15 to Apr-16
	7546
	629
	8175

	May-16 to Sep-16
	7837
	653
	8490

	Oct-16 to Mar-17
	7942
	662
	8604

	Apr-17 to Sep-17
	8176
	681
	8857


With the significant employment that would be generated in the plant plus the indirect employment generated in the feeder units and support service providers, the new employment so generated would obviously power the growth of the housing segment across all typologies (affordable to mid-income to luxurious). Further, once such residential districts are developed, retail, schools, hospitals, recreational centers, education centers, etc. are natural add-ons that would be developed simultaneously leading to a well-rounded development of the region.

Such industrial as well as residential growth would provide a boost to the local retail and hospitality industry as well, and would thus, help in overall well-rounded development of the region. 

G. Adding to Intellectual Wealth of the State 

Samsung has created state-of-art in-house research and development (R&D) facilities, called Samsung Research Institutes, for product and process innovation which employs around 5,000 people comprising doctorate, post-graduates, graduates, diploma engineers and technicians.

Going forward also, Samsung proposes to continue its efforts in the area of research and development by developing its facilities further for Advanced Engineering Analysis Software, etc.and other refinement processes for its products.  

Further, Samsung would also make efforts to tie up with Industrial Training Institutes (ITI) in the State, which would be an opportunity for Samsung to obtain trained manpower and at the same time, imparting vocation and technical skills to the State’s population.

PROJECT RISK ANALYSIS

OPERATIONAL RISKS
Operational risks typically arise on account of dependency on its manufacturing facility. In theory, SIEL's manufacturing facility located in NOIDA could be subject to operational risks such as break down or failure of equipment, power supply, expected operational efficiency, availability of quality workforce, obsolescence of product/technology, ability to response to the market/ customer requirements, continuous availability of supplies and services, labour disputes, strikes/ lock-outs, etc. 

Workforce remains key to our business operations. The proposed expansion is likely to create employment at various levels as given in the table below

	Particulars
	Employment

	Direct Employment
	1900

	Indirect Employment*
	300

	TOTAL (Approx)
	2200


*The above indirect employment numbers consider the employees which shall be indirectly employed in the NOIDA Plant.  However, in addition to the above, we would like to draw your attention towards the fact that the project will create significant additional indirect employment outside the plant as well.  Various studies have concluded that a project of this scale, especially in the electronics sector, can contribute indirect employment of 3 persons for every 1 direct employee
.

Mitigation factors:  The expansion of this Project will be on a plot of land adjacent to its existing manufacturing unit of SIEL in India. Since commencement of our operations in 1995, we have gained significant domestic knowledge and experience in running and maintaining our business and facilities including manufacturing of quality electronic products, and such experience would help us mitigate any operational risks to the best extent possible.

SIEL imparts proper and continuous training to the Indian technical and operations workforce before start-up and continues until the learning curve is completed.

As concerns labour disputes, strikes/ lock-outs and unusual situations, so far, we have not come across any such situations in India. For manufacturing, SIEL engages skilled workforce. Given our favourable HR policies and good safe working environment, we do not envisage such situations arising.

LEGAL AND REGULATORY RISKS
The proposed product, i.e. mobile phones and refrigerators are already being manufactured by Samsung at various facilities. Thus, the products have accreditation for all the Global Standards. Hence, it is future ready for anticipated Indian laws and regulation towards environment and safety. 

Change in Government’s fiscal and regulatory policies are regular features and may affect the margins in the event the company is unable to pass on such expenses to its customers.

Mitigation factors: Samsung has a dedicated legal and compliance team to take care of all legal matters.  The Company adopts the best legal and regulatory practices to align with global polices at par with peer group, and ensures regular monitoring of regulatory and compliance requirements.  Also, our dedicated Quality Assurance division is responsible for ensuring quality standards of all the products manufactured. 

INDUSTRY & BUSINESS RISKS
The industry risk in consumer durable industry is due to following factors:

1. Shrinking Operating Margin- Global competition and new innovations are driving prices down and hence operating margin is continuously shrinking;

2. Short Product Lifecycles-With quickly changing consumer tastes and preferences, manufacturers need to have effective New Product Introduction (NPI) processes in place;
3. Uncertain Demand-Aggregately, economic volatility and cyclical demand cause fluctuations in production. On a more granular level, consumer preference can cause spikes in demand for an individual product or company. Efficient lean capabilities must be in place to keep inventory aligned with demand.

4. Competition from international players:   Company faces competition from various international players for both mobile phones and Refrigerator.  The increasing competition further creates pressure on the margin for companies.

Mitigation factors:  Our dedicated sales and marketing team is responsible for analyzing the market trend and customer perception to tweak product portfolio accordingly.  They also conduct periodic surveys to analyze the customer preferences.  Samsung R&D Centres in India is responsible for devising new technological innovations in the product segment.  Our marketing team ensures adequate visibility of Samsung brand as well as our robust customer support services department takes cares of all customer grievances, if any on a timely manner. We conduct internally, periodic assessment of the forecasted demands vis-à-vis the data available in public domain pertaining to forecasts of the consumer electronics industry, to ensure that there is not much deviation from the industry patterns.  Thus, we do not foresee major industry or business risks. 

TECHNOLOGY RISKS
The mobile phone and refrigerators being developed are the latest generation of products which are designed to cater to global markets and future technology trends. These products are being sold across the globe by Samsung. We expect to continue to serve this market with these products for the next few years.

Technological advancements have shortened an electronic product’s life cycle from introduction in market to obsolescence. Given this reality consumer electronic companies have to be really fast in introducing new technologically advanced products to avail the first mover advantage. 

With the advent of technology, it has become equally important to ensure protection of proprietary information from outside threats such as unauthorized access, hacking, viruses, data loss etc.

Mitigating factors:  Samsung being the pioneers in consumer electronics is aware of this challenge and therefore, have in-house ability to realign its production lines as per the newer product requirement as and when it arises and award minimum time for a technological advanced product to hit the market.   

This industry is driven by fast changing technology and the famous Moore’s law.  Hence, we may make changes in machinery/equipment requirements to bring the “latest technology” to India at the earliest. Since company has been always prepared to tackle various technology changes and also the company’s R&D center help minimize the technological risk.

We also have robust and state-of-art information security measures implemented to ensure prevention of data theft or data loss, including firewalls and incident management system, as well as sufficient disaster recovery plans in place.  
FINANCIAL RISKS
Possible financial risks include macro-economic threats such as recession, hyper-inflation as well as other risk factors such as major forex fluctuations or high bad debts. 

Mitigation factors:  The fact that we plan to fund the entire expansion project, entailing a capital outlay of INR 4,915 Crores over a period of 10 years starting from year 2013, demonstrates the financial strength of the Company.  During the last three years, the Company has earned profits consistently. The PAT for 2015-16 is INR 3,010.1 crore against INR 1,398.5 crore in 2014-15.  Since, the funding of the project is through internal financing and also company’s profitability is stable, thus we foresee very little financial risk.

We also have a dedicated treasury team to regularly review hedging requirements.  Further, the sales and marketing team keeps a close watch on receivables from dealers, and dealers are periodically reviewed to minimize risk of bad debts.
ENVIRONMENTAL RISKS

These includes risk of loss due to earthquake, extreme weather conditions, pest infestation, leakage of hazardous chemicals etc., which could in turn, disrupt business and production, damage assets and company property and potentially cause loss of life of our human resources.  
Mitigation factors:  Safety is paramount and we have detailed and updated evacuation plans and procedures in place for the whole premises.  The buildings are continuously maintained against water damage and adequate pest management is in place.  We have insurance cover for loss of property in place as well. 
REGULATORY APPROVALS

The following description is a summary of the relevant regulations, as prescribed by the Government of India or State Governments which are applicable to our Company. The information detailed in this section has been derived from publications available in the public domain. The regulations set out below may not be exhaustive, and are only intended to highlight the various regulatory approvals, permits, that may be applicable. 

As such, there are no specific regulations governing the industry in which our Company operates in India. Set forth below are certain significant legislations and regulations that generally govern our Company and business in India:

LIST OF LICENSES, PERMITS AND APPROVALS

	Governing Law 
	Issuing Authority
	Approval Status
	Annexure

	Environmental Regulations

	The Water (Prevention and Control of Pollution) Act, 1974

The Act provides for the prevention and control of water pollution and the maintaining or restoring of wholesomeness of water, for the establishment.   

The prior consent of the Board constituted under the Act must be obtained, for establishing or taking steps to establish operation or process, or any treatment and disposal system or any extension or addition thereto, which is likely to discharge sewage or trade effluent into a stream or well or sewer or on land. Such previous consent is required for bringing into use any new or altered outlet for the discharge of sewage or for the new discharge of sewage.
	State Pollution Control Board  (SPCB)
	Since the NOIDA plant is already operational, Samsung has obtained the consent to operate vide letter no 3096/ C/ S-98/ 17 from the Uttar Pradesh Pollution Control Board dated 21-02-17. 

Since the company proposes to carry out expansion of operations near to its existing facility, it has already applied for the NOC on 1st April, 2017.


	Authorization letter obtained from SPCB and renewal letter filed with UP Pollution Control Board is attached as Annexure 2.

	The Air (Prevention and Control of Pollution) Act, 1981

The Act provides for the prevention and control of air pollution.
	State Pollution Control Board  (SPCB)
	Since the NOIDA plant is already operational, Samsung has obtained the consent to operate vide letter no 3097/ C/ S-98/ 17 from the Uttar Pradesh Pollution Control Board dated 21-02-17. 

Since the company proposes to carry out expansion of operations near to its existing facility, it has already applied for the NOC on 1st April, 2017.
	Authorization letter obtained from SPCB and renewal letter filed with UP Pollution Control Board is attached as Annexure 3.

	Registration under Factories Act, 1948


	The Factories Act, 1948 provides for the health, safety and welfare of all workers while at work in the factory, including adequate maintenance of plant, systems and other places of work, and provision of adequate information, training and supervision. The Factories Act also provides for the approval, licensing and registration of factories by the respective State Governments.
	Chief Inspector of Factories, Uttar Pradesh
	The company has already obtained a License from the Chief Inspectorate of factories prior to construction of the existing premises. The license number is UPFA10000069.

Since Samsung proposes to carry out expansion of operations, it has applied for the renewal of factory license from chief inspector on 24th October, 2016
	Copy of the acknowledgement is attached as Annexure 4.

	Industrial Entrepreneur’s Memorandum (IEM)

	Under the provisions of the Industries Development Regulation Act, 1951 every company not covered under compulsory licensing is required to file an IEM with the Central Govt.
	Secretariat for Industrial Assistance
	Samsung has applied IEM from the concerned authorities on 17-04-2017.
	The copy of the same is attached as Annexure 5.




	Other Statutory Registrations



	Goods and Services Tax (‘GST’) Registration
	Central Board of Excise and Customs
	The Company has already obtained its GST registration. The GST number allotted to the company is …………………
	A copy of the same is attached as Annexure 6.

	The Employees’ Provident Funds and Miscellaneous Provisions Act, 1952
	Provident Fund Commissioner
	The Company has obtained provident fund Registration. The code number allotted to it is DL/ 17492
	A copy of the same is attached as Annexure 7.

	Employees’ State Insurance Act, 1948
	Employees’ State Insurance Corporation
	The Company has obtained employee state insurance registration. The registration number is M/ 38013/ 18182/ H/ 1 
	A copy of the same is attached as Annexure 8.

	State Industrial Promotion Act Rules, 2007 
	Directorate of Fire and Emergency Services


	The Company is required to obtain the No objection certificate to prevent fire and adhering to the fire escape norms. The Company has obtained NoC from Municipal Corporation on 11th May, 2017 
	A copy of the NoC is attached as Annexure 9.
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India’s robust economic growth and rising household incomes are expected to increase consumer spending to US$ 4 trillion by 2025. The maximum consumer spending is likely to occur in food, housing, consumer durables, and transport and communication sectors.





Source: https://www.ibef.org/industry/indian-consumer-market.aspx





By 2025, India would become the 5th largest consumer durables market in the world. The consumer durables market in India is expected to reach US$ 20.6 billion by 2020. Demand growth is likely to accelerate with rising disposable incomes and easy access to credit. Increasing electrification of rural areas and wide usability of online sales would also aid growth in demand





Source: https://www.ibef.org/industry/indian-consumer-market.aspx





The government of India has introduced Digital India programme under which all the sectors such as healthcare, retail, etc. will be connected through internet.  This will significantly drive the growth of mobile phone segment, as 7 out of 8 Indian users access the internet on their mobile phones.
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