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DUE DILIGENCE CERTIFICATE

Date: September 24, 2025

Securities and Exchange Board of India
Corporation Finance Department
Division of Issues and Listing

SEBI Bhavan, Plot No. C 4 A, G Block
Bandra Kurla Complex, Bandra (East)
Mumbai- 400051, India

Dear Sir/Madam,

To,
Securities and Exchange Board of India

Dear Sirs,
Sub.:  Public Offer of up to 60,90,000 equity shares of face value of Rs 10/- each by Avana Electrosystems Limited

We confirm that:

ublic 1ssue of up to 60,90,000 equity shares comprising of fresh 1ssue of 50,90.000 equity
sale of 10,00,000 equity shares (“the Offer™).

(1) The proposed initi

shares and an off
(2) The Company proposes to undertake the Offer under the Book Bﬁilding pir'm:{ess' in chn:'lpliﬁnce"with Rég'uiétinn
229 and 253(2) of Chapter IX of the Securities and Exchange Board of India (Issue of Capital and Disclosure
Requirements) Regulations, 2018 as amended (the SEBI ICDR Regulations) at such price as may be determined by
the Company, in consultation with the BRLM, 1n accordance with the Book Building process under the SEBI
ICDR Regulations and pursuant to Rule 19(2)(b) of the Securities Contracts (Regulations) Rules, 1957, as
amended (the SCRR) read with the Companies Act, 2013, as amended and other applicable laws.

(3) The Company has appointed Indcap Advisors Private Limited as the Book Running [.ead Manager to the Offer (the
BRLM) to manage the Offer.

(4) In compliance with the Regulation 246 of the SEBI ICDR Regulations, we are filing the Draft Red Herring
Prospectus of the Company dated September 24, 2025 (the DRHP) in relation to the Offer for your records.

A due diligence certificate dated September 24, 2025 duly signed by the BRLM, in accordance with Regulation 246(3) of
the SEBI ICDR Regulations (Annexure I), along with (1) a due diligence process note as required under Form A of
Schedule V of the SEBI ICDR Regulations explaining the process of due diligence that has been exercised by us including
in relation to the business of the issuer, the risks in relation to the business, experience of the promoters and that the related
party transactions entered into for the period disclosed in the Offer document have been entered into by the issuer in
accordance with applicable laws (Annexure II) and (i1) a detailed checklist confirming regulation-wise compliance with the
applicable provisions of these regulations, containing details such as the regulation number, its text, the status of
compliance, page number of the draft Offer document/ drafiletteretetter where the regulation has been complied with and
our comments, if any (Annexure III).

All capitalized terms used herein and not specifically defined shall have the meaning ascribed to such terms in the Draft Red
Herring Prospectus.
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Kindly feel free to contact the following person from Indcap Advisors Private Limited if you seek any further information
or clarification in this regard

Contact Person Telephone No. Email
Shraddha Khanna +91 9874170717 shraddha@indcap.in
Mano] Agarwal +91 9830888504 manoj(@indcap.in
Yours faithfully,

For Indcap Advisors Private Limited

Shraddha Khanna
Compliance Officer

Enclosed: As above
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To

National Stock Exchange of India Limited
Exchange Plaza,

Bandra Kurla Complex, Bandra (East),
Mumbai - 400051

Indcap Advisors Private Limited

Bangalore Mumbai New Delhi

Cove Offices 1st Floor, Solaris 1, Unit no. 114/B, Saki Vihar 3rd Floor, 315 Rectangle One,
Raheja Plaza, 3rd Floor, Richmond Rd, Road, Andheri (E), Mumbai-400072 D-4, Saket, New Delhi-110017
Ashok Nagar, Bengaluru, Karnataka 560025  T:+91 22 4973 8878 T:+51114317 2313

CIN : U74120WB2008PTC125639

G Scanned with OKEN Scanner



Kolkata

i
I n d Ca Ad VI s 0 rs Suite 1201, 12'" Floor, Aurora Waterfront,
p GN 34/1, Sector 5, Salt Lake City, Kolkata 700091
T:+91 33 4069 8001 E: kolkata@indcap.in
W: www.indcap.in

'

Enabling Growth | Creating Value

ANNEXURE 1

We confirm that:

1. We have examined various documents including those relating to litigation, including commercial disputes, patent
disputes, disputes with collaborators, etc. and other material while finalising Draft Red Herring Prospectus dated
September 24, 2025 (DRHP) of the subject issue;

2. On the basis of such examination and discussions with the issuer, its directors and other officers, other agencies,
and independent verification of the statements concerning the objects of the Offer, price justification, contents of
the documents and other papers furnished by the issuer, we confirm that:

(a) the DRHP filed with the Securities and Exchange Board of India (“SEBI”) 1s in conformity with the
documents, materials and papers which are material to the Offer;

(b) all material legal requirements relating to the i1ssue as specified by the SEBI, the Central Government and any
other competent authority 1n this behalf have been duly complied with; and

(c) the material disclosures made in the DRHP are true and adequate to enable the investors to make a well
informed decision as to the investment in the proposed Offer and such disclosures are in accordance with the
requirements of the Companies Act, 2013, the Securities and Exchange Board of India (Issue of Capital and
DIEEIDSUI'E Requirements) Regulations, 2018 as amended (“SEBI ICDR Regulations™) and other applicable

3. Besides ourselves,

intermediaries narned n the DRHP are rﬂgls’[erﬂd w:th thE SE.B[ and that t1|l datﬂ such
registration is valid. -

nmplled with and noted for co mpllam:e

4. We have satisfied ourselves about the capability of the underwriters to fulfil their underwriting commitments.
Noted for Compliance

5. Written consent from the promoters has been obtained for inclusion of their specified securities as part of the
promoters’ contribution subject to lock-in and the specified securities proposed to form part of the promoters’
contribution subject to lock-in shall not be disposed or sold or transferred by the promoters during the period
starting from the date of filing the DRHP with the SEBI till the date of commencement of lock-in period as stated

in the DRHP. Complied with and noted for compliance

6. All applicable provisions of these regulations, which relate to specified securities ineligible for computation of
promoters” contribution, have been and shall be duly complied with and appropriate disclosures as to compliance
with the said regulation(s) have been made in the DRHP. Complied with and noted for compliance

7. All applicable provisions of SEBI ICDR Regulations which relate to receipt of promoters™ contribution prior to
opening of the Offer, shall be complied with. Arrangements have been made to ensure that the promoters’
contribution shall be received at least one day before the opening of the Offer and that the auditors’ certificate to
this effect shall be duly submitted to the SEBI. We further confirm that arrangements have been made to ensure
that the promoters” contribution shall be kept in an escrow account with a scheduled commercial bank and shall be
released to the 1ssuer along with the proceeds of the Offer. Noted for Compliance

8. Necessary arrangements shall be made to ensure that the monies received pursuant to the Offer are credited or
transferred to in a separate bank account as per the provisions of subsection (3) of section 40 of the Companies
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Act, 2013 and that such monies shall be released by the said bank only after permission is obtained from all the
stock exchanges, and that the agreement entered into between the bankers to the Offer and the issuer specifically
contains this condition. Noted for compliance

9. The existing business as well as any new business of the issuer for which the funds are being raised fall within the
‘main objects’ in the object clause of the Memorandum of Association or other charter of the issuer and that the
activities which have been carried in the last ten years are valid in terms of the object clause of the Memorandum
of Association. Complied with to the extent licable

10. Following disclosures have been made in the DRHP:

a) An undertaking from the issuer that at any given time, there shall be only one denomination for the equity
shares of the issuer, [excluding Superior Voting Rights (SR) equity shares, where an 1ssuer has outstanding SR
equity shares], and Complied with to the extent applicable and noted for compliance.

b) An undertaking from the issuer that it shall comply with all disclosure and accounting norms specified by the
Board. Noted for Compliance with to the extent licable

11. We shall comply with the regulations pertaining to advertisements in terms of the Securities and Exchange Board
of India (Issue of Capital and Disclosure Requirements) Regulations, 2018. Noted for compliance

12. If applicable, the entity 1s eligible to list on the [innovators growth platform| in terms of the provisions of Chapter
X of these regulatigns. NOT APPLICABLE

13. None of the interm

ries named in the Draft Red Herring Prospectus are debarred from functioning by any
regulatory authority. . = : v a iUy

omplied with and Noted for Compliance r B

14. Agreements have entered into with the depositories for dematerialization of the specified securities of the Issuer.
Complied with

15. the underwriting and market making arrangements as per requirements of regulation 261 and 262 of the Securities
and Exchange Board of India (Issue of Capital and Disclosure Requirements) Regulations, 2018 shall be made.
Noted for Complianc

All capitalized terms used herein and not specifically defined shall have the meaning ascribed to such terms in the Draft Red
Herring Prospectus.

Yours faithfully,
For Indcap Advisors Private Limited
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ANNEXURE 11

Note explaining how the process of due diligence has been exercised

We have carried out a due diligence exercise in relation to the current business of the Company and its background, for the
purposes of complying with the Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements)
Regulations, 2018, as amended (“SEBI ICDR Regulations™) and other applicable laws, and to the extent customary for
initial public offerings in India.

The due diligence process carried out by us commenced with interactions with the other senior management personnel of
the Company, for gaining an understanding of the business of the Company, key risks involved, background of the Promoter
and financial overview, amongst others. In this regard, we provided the Company with a due diligence questionnaire and
information requisition list prepared in consultation with the Legal Counsels (as defined below). In response to the
questionnaire and the information requisition list, the Company prepared and also provided us hard copies of certain
documents for undertaking due-diligence.

All capitalized terms used herein and not specifically defined shall have the same meanings ascribed to such terms in the
Draft Red Herring Prospectus dated September 24, 2025 (the “DRHP™).

Juris Matrix Partners LLP was appointed as the legal counsel to the Offer. The Legal Counsel have assisted the BRLM in
carrying out the legal due diligence process. The BRLM was also assisted by the statutory auditor of the Company, M/s
Vasantha & Co., Chartered fAAccountants (“Auditor™), for the financial due diligence. financial and other business-related
information of the Compa entioned 1n the DRHP and providing certifications with respect to certain other information
included in the DRHP.

r -ri | f | I..' .--"' 3 ..-l. [_ I "_. r i 11 r_ I [ .I II- il . [.a =

1. Business and commercial diligence:
The due diligence process in relation to general business and commercial matters included:

(a) Organizing and attending the kick-off discussion to develop an understanding of the business and other
matters of the Company. The discussion was attended by the Whole Time Directors, the Company Secretary
and Compliance Officer and other senior management personnel of the Company and the Promoter, Legal
Counsel, BRLM and the Auditor. A broad overview of the business of the Company, industry in which 1t
operates, regulatory framework with respect to the business, the corporate structure, the capital structure,
financials, shareholding pattern and details of the Promoter of the Company was presented to us.

(b) Interacting with the senior management of the Company as well as the senior personnel from the secretarial,
legal and finance departments, for the purpose of gaining an understanding about the business, the risks
involved and the financial overview of the Company, amongst other matters. These interactions included (1)
due diligence meetings, drafting sessions and conference calls to discuss the drafts of the disclosures in the
DRHP, (i1) due diligence calls with the Auditor (ii1) seeking appropriate clarifications from the Company for
key operational data and other information. These interactions were conducted with an objective to assist the
Company to prepare disclosures as required under the SEBI ICDR Regulations, the Companies Act and other
applicable laws with regard to the Offer. We expect these interactions and due diligence calls and discussions
to continue until closure of the Offer;

(c) Requesting the Company to make available the due diligence documents and reviewing those documents
along with the Legal Counsels, based on the due diligence requirements under the SEBI ICDR Regulations
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and other applicable laws, as 1s customary 1n such transactions;

(d) Obtaining and relying on certificates, formal representations and undertakings from the Company, its
Directors, Promoter, members of its Promoter Group, Group Companies and the Key Management Personnel
of the Company and other documents, including or extracts of report by independent industry sources, in
support of certain disclosures made in the DRHP;

(e) Visiting the Company’s Registered Office and manufacturing units located at Bengaluru, Karnataka, India
and interacting with the key managerial personnel of the Company, to understand the Company’s operations
and to verify the disclosures being made in the DRHP:

(f) Assisting the Company in obtaining reports from publicly available sources for disclosure in the section
“Industry Overview”, in the DRHP.

(g) Attending brings down due diligence call with the management of the Company to receive updated
information from the Company prior to the filing of the DRHP.

2 Financial information of the Company and Financial Indebtedness:

We conducted due diligence on financial matters, which included meetings and due diligence calls with the
Auditor of the Company, discussions with the finance team of the Company, review of the Auditor’s report and
other related documents. The Auditor was required to prepare the restated financial statements of the Company
prepared in accordance with Indian GAAP and the Companies Act, and which was restated 1n accordance with the
SEBI ICDR Re S.

. navling Growsh L reating. Va.l g .-
We have reviewed the Auditor’s examination report and obtained certifications with respeet to certain financial
information included in the DRHP from the Auditor. Further, the Auditor was required to review the financial
information relating to the Company in the DRHP

We received the Auditor’s examination report which has been disclosed in the DRHP. We had extensive
discussions with the Auditors on the form and manner of the examination reports required for such financial
information.

We, have also conducted a due diligence exercise of all material outstanding financial indebtedness of the
Company.

3. Promoter, Promoter Group, Directors and Key Management Personnel and senior management personnel of
the Company

J For the purposes of making certain disclosures with respect to Promoter, the Promoter Group Companies,
Directors, the Key Management Personnel and senior management personnel of the Company in the
DRHP, we have obtained supporting documents, certifications and certificates from the relevant entities/
persons.

- The Group Companies were to be identified in accordance with the definition provided under the SEBI
ICDR Regulations, which includes companies covered under applicable accounting standards (ie.,
Accounting Standard 18 issued by the Institute of Chartered Accountants of India) as per the Restated
Financial Statements.

Indcap Advisors Private Limited

Bangalore Mumbai New Delhi

Cove Offices 1st Floor, Solaris 1, Unit no. 114/B, Saki Vihar 3rd Floor, 315 Rectangle One,
Raheja Plaza, 3rd Floor, Richmond Rd, Road, Andheri (E), Mumbai-400072 D-4, Saket, New Delhi-110017
Ashok Nagar, Bengaluru, Karnataka 560025  T:+91 22 4973 8878 T:+51114317 2313

CIN : U74120WB2008PTC125639

G Scanned with OKEN Scanner



Kolkata

i
— I n d Ca Ad VI s 0 rs Suite 1201, 12'" Floor, Aurora Waterfront,
p GN 34/1, Sector 5, Salt Lake City, Kolkata 700091
T:+91 33 4069 8001 E: kolkata@indcap.in
W: www.indcap.in

Enabling Growth | Creating Value

Further, for the purpose of disclosure in the DRHP, any companies which, subsequent to the Relevant
Period, would require disclosure in the latest audited financial statements of the Company for subsequent
periods as companies covered under AS 18 in addition to/other than those companies covered under AS
18 in the latest audited financial statements shall be considered material for disclosure as a Group
Company.

. In addition, we have received confirmation from the Company, Promoter, Directors, Group Companies
and members of the Promoter Group stating that they have not been debarred or prohibited from accessing
or operating 1n the capital markets or restrained from buying, selling or dealing in securities under any
order or direction passed by SEBI. Further, they have not been identified as wilful defaulters by any bank
or financial institution or consortium thereof in accordance with the guidelines for wilful defaulters i1ssued
by the Reserve Bank of India (“"RBI”). Further, confirmations have been taken from Directors that (a)
they are not directors on the board of other listed companies whose shares have been / were delisted or
suspended from being traded on the Stock Exchanges during the period of five years before filing of the
DRHP with SEBI, and (b) they are not currently or previously on the board of a listed company whose
shares have been or were delisted from being traded on any stock exchange.

4, Industry Information
We have relied on Government websites for understanding the Industry in which the Company operates.

¥ Statutory and/or regulatory related diligence

In connection wi ligence of matters relating to statutory and/or regulatory matters, reviewed the relevant
statutory and/or reg ry.records of the Company..inter-alia, i{lclyding the corporate records, filings made by the
Company with various statutory and/or regulatory authorities, material licenses, approvals and registrations applied
for and/or received by the Company, material agreements relating to the business of the Company and such other
documents as we have deemed necessary and as have been provided to us by the Company from time to time.
Further we have also relied on representations and certifications provided by the Company, in connection with
such statutory and/or regulatory matters.

We, have also regularly interacted with the officials of the Company to understand the various approvals that are
necessary by the Company to carry out its business, followed by a due diligence exercise of such approvals,
including those required to be obtained with respect to the branches and offices located in various states.

We have undertaken diligence on all approvals pertaining to the business of the Company.

6. Outstanding Litigations

We have disclosed outstanding litigation involving the Company, its Directors, Group Companies and Promoters
on the basis of the legal requirements under the SEBI ICDR Regulations and the Companies Act, 2013.

Further, in accordance with the SEBI ICDR Regulations, the Board of Directors of the Company has formulated a
policy on materiality.

7. Diligence of Corporate Documents

In relation to share capital build-up of the Company, we have been provided with the relevant resolutions,
corporate registers and regulatory filings of the Company.
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CHECKLIST INDICATING COMPLIANCE WITH CHAPTER IX AND PART A OF SCHEDULE VI, PART A OF SCHEDULE XIII OF THE

ANNEXURE 111

SECURITIES AND EXCHANGE BOARD OF INDIA (ISSUE OF CAPITAL AND DISCLOSURE REQUIREMENTS) REGULATIONS, 2018, AS AMENDED (THE

All capitalized terms not defined herein would have the same meaning as attributed to 1t in the Draft Red Herring Prospectus.

FOR THE INITIAL PUBLIC OFFERING OF AVANA ELECTROSYSTEMS LIMITED

“SEBI ICDR REGULATIONS”)

The following chapters and schedules of the SEBI ICDR Regulations do not apply to the Offer:

1. Chapter II — Initial Public Offer on Main Board

2 Chapter [IA-Initial Public Offer on Main Board Through Pre-Filing of Draft Offer Document
3. Chapter III- Rights Issue

4. Chapter I'V- Further Public Offer

3, Chapter V- Preferential Issue

6. Chapter VI- Qualified Institutions Placement

i Chapter VII- Initial Public Offer of Indian Depository Receipts

8. Chapter VIII- Rights Issue of Indian Depository Receipts

9. Chapter X- Innovators Growth Platform

10. Chapter X-A-Social Stock Exchange

11 Chapter XI- Bonus Issue

12. Schedule I'V- Filing of Offer Documents With the Board

13 Schedule VI (Part B)-Disclosures in a letter of offer

14. Schedule VI (Part C)-Certain disclosures not mandatory in case of a further public offer
Iy Schedule VI (Part D)-Certain disclosure not mandatory in case of fast track public 1ssue
16. Schedule VI (Part F)-Disclosures in an abridged letter of offer

7. Schedule VII-Disclosures in A Placement Document

For Indcap Advisors Private Limited

L -:I
r-) S

QN R
1

Shraddha Khanna
Compliance Officer
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CHAPTER IX- INITIAL PUBLIC OFFER BY SMALL AND MEDIUM ENTERPRISES

Regulation S"b_. Contents Status of compliance |Page No. Comments
Regulation
227 Reference Date
Unless otherwise provided in this Chapter, an i1ssuer making an initial public offer of specified [Complied with to the
securities shall satisfy the conditions of this Chapter as on the date of filing of the draft offer [extent applicable and
document with the SME exchange and also as on the date of filing the offer document with the [noted for compliance.
Registrar of Companies.
PART I: ELIGIBILITY REQUIREMENTS
Entities not eligible to make an initial public offer
228 An 1ssuer shall not be eligible to make an initial public offer:
(a) [1f the 1ssuer, any of its promoters, promoter group or directors or selling shareholders are debarred [Complied with 21
from accessing the capital market by the Board;
(b) |if any of the promoters or directors of the issuer 1s a promoter or director of any other company [Complied with 275
which 1s debarred from accessing the capital market by the Board;
(c) |1f the 1ssuer or any of i1ts promoters or directors 1s a wilful defaulter or a fraudulent borrower. Complied with 275
(d) if any of its promoters or directors is a fugitive economic offender. Complied with 276
(e) [if there are any outstanding convertible securities or any other right which would entitle any [Not Applicable 276

person with any option to receive equity shares of the issuer:

Provided that the provisions of this clause shall not apply to:

(1) outstanding options granted to employees, whether currently an employee or not, pursuant to
an employee stock option scheme in compliance with the Companies Act,2013, the relevant
Guidance Note or accounting standards, 1f any, i1ssued by the Institute of Chartered Accountants
of India or pursuant to the Companies Act, 2013, in this regard;

(11) fully paid-up outstanding convertible securities which are required to be converted on or
before the date of filing of the red herring prospectus (in case of book-built i1ssues) or the
prospectus (in case of fixed price issues), as the case may be.

Explanation: The restrictions under clauses (a) and (b) shall not apply to the persons or entities
mentioned therein, who were debarred in the past by the Board and the period of debarment 1s
already over as on the date of filing of the draft offer document with the SME Exchange.

Noted

Eligibility requirements for an initial public offer
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Regulation

Sub-
Regulation

Contents

Status of compliance

Page No.

Comments

229

(1)

An 1ssuer shall be eligible to make an initial public offer only if its post-issue paid-up capital 1s
less than or equal to ten crore rupees.

Not Applicable

(2)

An 1ssuer, whose post 1ssue paid-up capital 1s more than ten crore rupees and up to twenty-five
crore rupees, may also issue specified securities in accordance with provisions of this Chapter.

Complied

Cover Page
& 276

(3)

An 1ssuer may make an initial public offer, if it satisfies track record and/or other eligibility
conditions of the SME Exchange(s) on which the specified securities are proposed to be listed.
Provided that In case of an issuer which had been a partnership firm or a limited hability
partnership, the track record of operating profit of the partnership firm or the limited hability
partnership shall be considered only if the financial statements of the partnership business for the
period during which the 1ssuer was a partnership firm or a limited liability partnership, conform
to and are revised in the format prescribed for companies under the Companies Act, 2013 and
also comply with the following:

Complied with

276

adequate disclosures are made 1n the financial statements as required to be made by the issuer as
per Schedule III of the Companies Act, 2013;

Noted for Compliance

b)

the financial statements are duly certified by auditors, who have subjected themselves to the peer
review process of the Institute of Chartered Accountants of India (ICAI) and hold a valid
certificate 1ssued by the Peer Review Board® of the ICAI, stating that: (1) the accounts and the
disclosures made are in accordance with the provisions of Schedule III of the Companies Act,
2013; (u) the accounting standards prescribed under the Companies Act, 2013 have been
followed; (111) the financial statements present a true and fair view of the firm‘s accounts;

Yes

66

Provided further that in case of an issuer formed out of merger or a division of an existing
company, the track record of the resulting issuer shall be considered only if the requirements
regarding financial statements as specified above 1n the first proviso are complied with.

Not applicable

(4)

In case of an issuer, which had been a proprietorship or a partnership firm or a limited hability
partnership before conversion to a company or body corporate, such issuer may make an initial
public offer only if the 1ssuer company has been in existence for at least one full financial year
before filing of draft offer document:

Provided that the restated financial statements of the 1ssuer company prepared post conversion
shall be in accordance with Schedule Il of the Companies Act, 2013,

Not applicable

()

In cases where there 1s a complete change of promoter of the issuer or there are new promoter(s)
of the 1ssuer who have acquired more than fifty per cent of the shareholding of the issuer, the
1ssuer shall file draft offer document only after a period of one year from the date of such final
change(s).

Not applicable
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Sub-

Regulation R . |Contents Status of compliance |Page No. Comments
egulation
(6)|An 1ssuer may make an initial public offer, only if the 1ssuer had minimum operating profits |Complied with 276
(earnings before interest, depreciation and tax) of %1 crore from operations for at least two out of
the three previous financial years
General Conditions
230 (1)|An 1ssuer making an initial public offer shall ensure that:
a) |it has made an application to one or more SME exchanges for listing of its specified securities on |{Complied with 276
such SME exchange(s) and has chosen one of them as the designated stock exchange, in terms of
Schedule XIX:
b) |it has entered into an agreement with a depository for dematerialisation of 1ts specified securities [ Complied with 2T
already 1ssued and proposed to be 1ssued:
c) |all its existing partly paid-up equity shares have either been fully paid-up or forfeited; Complied with 2T
d) all specified securities held by the promoters are in the dematerialised form; Complied with 277
e) 1t has made firm arrangements of finance through verifiable means towards seventy-five per cent. |Not applicable 277
of the stated means of finance for the project proposed to be funded from the issue proceeds,
excluding the amount to be raised through the proposed public offer or through existing
identifiable internal accruals:
Provided that if there is a requirement of firm arrangement and the project 1s partially funded by
the bank(s) / financial institution(s), the details regarding sanction letter(s) from the bank(s)/
financial institution(s) shall be disclosed in the draft offer document and offer document.
Explanation: “project” means the object for which monies are proposed to be raised to cover the
objects of the 1ssue
() the size of offer for sale by selling shareholders shall not exceed twenty per cent of the total issue |Not Applicable
S1Ze;
(g2) the shares being offered for sale by selling shareholders shall not exceed fifty per cent of such|Not Applicable
selling shareholders™ pre-issue shareholding on a fully diluted basis;
(h) 1ts objects of the 1ssue should not consist of repayment of loan taken from promoter, promoter |[Not Applicable
group or any related party, from the issue proceeds, directly or indirectly
(2) The amount for general corporate purposes, as mentioned 1n objects of the issue in the draft offer [Complied with 91
document and the offer document shall not exceed fifteen percent. of the amount being raised by
the 1ssuer or 210 crores, whichever is less
(3) The amount for:
(1) general corporate purposes, and Complied with 91
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(11)

such objects where the 1ssuer company has not identified acquisition or investment target, as
mentioned in objects of the issue in the draft offer document and the offer document

shall not exceed thirty-five per cent. of the amount being raised by the issuer:

Provided that the amount raised for such objects where the 1ssuer company has not identified
acquisition or investment target, as mentioned 1n objects of the 1ssue in the draft offer document

and the offer document, shall not exceed twenty-five per cent. of the amount being raised by the
ISSUer:

Provided further that such limits shall not apply if the proposed acquisition or strategic investment
object has been identified and suitable specific disclosures about such acquisitions or investments
are made in the draft offer document and the offer document at the time of filing of offer
documents.

Not Applicable

PART II: ISSUE OF CONVERTIBLE DEBT INSTRUMENTS AND WARRANTS

Not Applicable

231

An 1ssuer shall be eligible to make an initial public offer of convertible debt instruments even
without making a prior public 1ssue of its equity shares and listing thereof’

Provided that an issuer shall not be eligible if it is in default of payment of interest or repayment
of principal amount in respect of debt instruments issued by it to the public, if any, for a period
of more than six months.

Not applicable.

a) Additional requirements for issue of convertible debt instruments

Not applicable.

232

(1)

In addition to other requirements laid down in these regulations, an issuer making an initial public
offer of convertible debt instruments shall also comply with the following conditions:

Not applicable

a) it has obtained credit rating from at least one credit rating agency;

b) it has appointed at least one debenture trustees in accordance with the provisions of the
Companies Act, 2013 and the Securities and Exchange Board of India (Debenture Trustees)
Regulations, 1993;

c) it shall create a debenture redemption reserve in accordance with the provisions of the
Companies Act, 2013 and the rules made thereunder;

d) if the 1ssuer proposes to create a charge or security on 1ts assets in respect of secured convertible
debt instruments, it shall ensure that:

1) such assets are sufficient to discharge the principal amount at all times;

11) such assets are free from any encumbrance;

111) where security 1s already created on such assets in favour of any existing lender or security
trustee or the i1ssue of convertible debt instruments 1s proposed to be secured by creation of
security on a leasehold land, the consent of such lender or security trustee or lessor for a second

Not applicable.
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or paripassu charge has been obtained and submitted to the debenture trustee before the opening
of the issue;

1v) the security or asset cover shall be arrived at after reduction of the labilities having a first or
prior charge, in case the convertible debt instruments are secured by a second or subsequent
charge.

(2)

The 1ssuer shall redeem the convertible debt instruments as stipulated in the offer document.

Not applicable.

Conversion of optionally convertible debt instruments into equity share capital

Not applicable.

233

(1)

The 1ssuer shall not convert its optionally convertible debt instruments into equity shares unless
the holders of such convertible debt instruments have sent their positive consent to the 1ssuer and
non-receipt of reply to any notice sent by the issuer for this purpose shall not be construed as
consent for conversion of any convertible debt instruments.

Not applicable.

(2)

Where the value of the convertible portion of any listed convertible debt instruments 1ssued by a
issuer exceeds fifty lakh rupees and the issuer has not determined the conversion price of such
convertible debt instruments at the time of making the issue, the holders of such convertible debt
instruments shall be given the option of not converting the convertible portion into equity shares:

Provided that where the upper limit on the price of such convertible debt instruments and
Justification thereon is determined and disclosed to the investors at the time of making the issue,
1t shall not be necessary to give such option to the holders of the convertible debt instruments for
converting the convertible portion into equity share capital within the said upper limit.

Not applicable.

(3)

Where an option is to be given to the holders of the convertible debt instruments in terms of sub-
regulation (2) and if one or more of such holders do not exercise the option to convert the
instruments into equity share capital at a price determined in the general meeting of the
shareholders, the issuer shall redeem that part of the instruments within one month from the last
date by which option 1s to be exercised, at a price which shall not be less than its face value.

Not applicable.

The provision of sub-regulation (3) shall not apply if such redemption is in terms of the disclosures
made in the offer document.

Not applicable.

Issue of convertible debt instruments for financing

Not applicable.

234

An 1ssuer shall not 1ssue convertible debt instruments for financing or for providing loans to or

for acquiring shares of any person who 1s part of the promoter group or group companies;

Not applicable.
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Provided that an 1ssuer shall be eligible to 1ssue fully convertible debt instruments for these
purposes 1f the period of conversion of such debt instruments 1s less than eighteen months from
the date of 1ssue of such debt instruments.
Issue of warrants
235 An 1ssuer shall be eligible to 1ssue warrants in an initial public offer subject to the following: Not applicable.
a) the tenure of such warrants shall not exceed eighteen months from their date of allotment in the [Not applicable.
initial public offer;
b) A specified security may have one or more warrants attached to it;
¢) the price or formula for determination of exercise price of the warrants shall be determined
upfront and disclosed in the offer document and at least twenty-five per cent. of the consideration
amount based on the exercise price shall also be received upfront;
Provided that in case the exercise price of warrants i1s based on a formula, twenty-five per cent.
consideration amount based on the cap price of the price band determined for the linked equity
shares or convertible securities shall be received upfront.;
Provided that in case the exercise price of warrants is based on a formula, twenty-five per cent.
consideration amount based on the cap price of the price band determined for the linked equity
shares or convertible securities shall be received upfront
d) in case the warrant holder does not exercise the option to take equity shares against any of the
warrants held by the warrant holder, within three months from the date of payment of
consideration, such consideration made in respect of such warrants shall be forfeited by the issuer.
PART III: PROMOTERS’ CONTRIBUTION
Minimum promoters’ contribution
236 (1) The promoters of the 1ssuer shall hold at least twenty per cent. of the post-issue capital: Complied with 85

Provided that in case the post-issue shareholding of the promoters is less than twenty per cent.,
alternative investment funds or foreign venture capital investors or scheduled commercial banks
or public financial institutions or insurance companies registered with Insurance Regulatory and
Development Authority of India or any non-individual public shareholder holding at least five per
cent. of the post-issue capital or any entity (individual or non-individual) forming part of promoter
group other than the promoter(s) may contribute to meet the shortfall in minimum contribution as
specified for the promoters, subject to a maximum of ten per cent. of the post-issue capital without
being identified as promoter(s);

Provided further that the requirement of minimum promoters’ contribution shall not apply in case
an issuer does not have any identifiable promoter.

Not Applicable

Not Applicable
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(2) The minimum promoters’ contribution shall be as follows:
(a) the promoters shall contribute twenty per cent. as stipulated sub-regulation (1), as the case may|Complied with 85

be, either by way of equity shares or by way of subscription to the convertible securities:

Provided that if the price of the equity shares allotted pursuant to conversion is not pre-determined
and not disclosed in the offer document, the promoters shall contribute only by way of
subscription to the convertible securities being 1ssued in the public offer and shall undertake in
writing to subscribe to the equity shares pursuant to conversion of such securities.

Not Applicable

(b)

In case of any issue of convertible securities which are convertible or exchangeable on different
dates and 1f the promoters™ contribution 1s by way of equity shares (conversion price being pre-
determined), such contribution shall not be at a price lower than the weighted average price of the
equity share capital arising out of conversion of such securities.

Not applicable.

subject to the provisions of clause (a) and (b) above, in case of an initial public offer of convertible
debt instruments without a prior public 1ssue of equity shares, the promoters shall bring 1n a
contribution of at least twenty per cent. of the project cost in the form of equity shares, subject to
contributing at least twenty per cent. of the 1ssue size from its own funds in the form of equity
shares:

Provided that if the project i1s to be implemented 1n stages, the promoters’ contribution shall be
with respect to total equity participation till the respective stage vis-a-vis the debt raised or
proposed to be raised through the public offer.

Not applicable.

(d)

The promoters shall satisfy the requirements of this regulation at least one day prior to the date of
opening of the 1ssue.

Not applicable.

In case the promoters have to subscribe to equity shares or convertible securities towards
minimum promoters’ contribution, the amount of promoters’ contribution shall be kept in an
escrow account with a scheduled commercial bank, which shall be released to the issuer along
with the release of the issue proceeds:

Provided that where the promoters’ contribution has already been brought in and utilised, the
1ssuer shall give the cash flow statement disclosing the use of such funds in the offer document;

Not applicable.

Explanation: For the purpose of this regulation:
(I) Promoters™ contribution shall be computed on the basis of the post-issue expanded capital:

(a) assuming full proposed conversion of convertible securities into equity shares;
(b) assuming exercise of all vested options, where any employee stock options or stock
appreciation rights are outstanding at the time of initial public offer.

Noted for Compliance
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