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AVALON TECHNOLOGIES LIMITED

Our Company was incorporated as Avalon Technologies Private Limited, a private limited company, at Chennai under the Companies Act, 1956 on November 3, 1999, and was granted the certificate of incorporation by
the RoC. Subsequently, the name of the Company was changed to Avalon Technologies Limited pursuant to a special resolution passed by the shareholders of the Company on July 6, 2022, and a fresh certificate of
incorporation dated July 29, 2022 was issued by the RoC consequent upon change of name upon conversion into a public limited company under the Companies Act, 2013. For further details of change in name and
registered and corporate office of the Company, see “History and Certain Corporate Matters” on page 271.

Corporate Identity Number: U30007TN1999PLC043479

Registered and Corporate Office: B - 7, First Main Road, MEPZ, Tambaram, Chennai — 600 045, Tamil Nadu, India; Tel: +91 44 42220 400
Contact Person: Dr. Rajesh V, Company Secretary, Compliance Officer and Legal Head; E-mail: investorsrelations@avalontec.com; Website: www.avalontec.com
OUR PROMOTERS: KUNHAMED BICHA AND BHASKAR SRINIVASAN

INITIAL PUBLIC OFFERING OF 19,839,446 EQUITY SHARES OF FACE VALUE OF 32 EACH (“EQUITY SHARES”) OF AVALON TECHNOLOGIES LIMITED (OUR “COMPANY” OR THE
“COMPANY” OR THE “ISSUER”) FOR CASH AT A PRICE OF %436 PER EQUITY SHARE (INCLUDING A SHARE PREMIUM OF %434 PER EQUITY SHARE) (THE “OFFER PRICE”) AGGREGATING
TO %8,650.00 MILLION™ (THE “OFFER”) COMPRISING A FRESH ISSUE OF 7,339,449 EQUITY SHARES BY OUR COMPANY AGGREGATING TO %3,200.00"" MILLION (THE “FRESH ISSUE”)
AND AN OFFER FOR SALE OF 12,499,997 EQUITY SHARES AGGREGATING TO %5,450.00™" MILLION COMPRISING AN OFFER FOR SALE OF 3,004,587 EQUITY SHARES AGGREGATING
TO %1,310.00™" MILLION BY KUNHAMED BICHA, 3,944,954™" EQUITY SHARES AGGREGATING TO %1,720.00™" MILLION BY BHASKAR SRINIVASAN, (THE “PROMOTER SELLING
SHAREHOLDERS”), 366,972 EQUITY SHARES AGGREGATING TO %160.00™" MILLION BY T P IMBICHAMMAD, 229,357 EQUITY SHARES AGGREGATING TO %100.00™" MILLION BY
MARIYAM BICHA (“PROMOTER GROUP SELLING SHAREHOLDERS”), 1,731,651" EQUITY SHARES AGGREGATING TO %755.00” MILLION BY ANAND KUMAR, 1,490,825 EQUITY SHARES
AGGREGATING TO %650.00™" MILLION BY SAREDAY SESHU KUMAR, 1,731,651" EQUITY SHARES AGGREGATING TO %755.00” MILLION BY LUQUMAN VEEDU EDIYANAM (THE “OTHER
SELLING SHAREHOLDERS”, AND TOGETHER WITH THE PROMOTER SELLING SHAREHOLDERS AND PROMOTER GROUP SELLING SHAREHOLDERS, THE “SELLING SHAREHOLDERS”
/AND SUCH OFFER FOR SALE OF EQUITY SHARES BY THE SELLING SHAREHOLDERS, THE “OFFER FOR SALE™").

OUR COMPANY, IN CONSULTATION WITH THE BRLMs, HAS UNDERTAKEN TWO PRE-IPO PLACEMENTS OF EQUITY SHARES AGGREGATING TO APPROXIMATELY %300.00 MILLION
AND APPROXIMATELY 500.00 MILLION, RESPECTIVELY. THE SIZE OF THE FRESH ISSUE HAS BEEN REDUCED BY %800.00 MILLION PURSUANT TO THE PRE — IPO PLACEMENTS.
ACCORDINGLY, THE REVISED FRESH ISSUE SIZE AGGREGATES TO %3,200.00 MILLION.

" SUBJECT TO FINALISATION OF BASIS OF ALLOTMENT.

The Offer was made through the Book Building Process, in terms of Rule 19(2)(b) of the Securities Contracts (Regulation) Rules, 1957, as amended (“SCRR”) read with Regulation 31 of the SEBI ICDR Regulations and in
compliance with Regulation 6(2) of the SEBI ICDR Regulations, wherein not less than 75% of the Offer was made available for allocation on a proportionate basis to Qualified Institutional Buyers (“QIBs”, the “QIB
Portion™). Our Company and the Promoter Selling Shareholders in consultation with the BRLMs, allocated 60% of the QIB Portion to Anchor Investors on a discretionary basis (the “Anchor Investor Portion”). One-third
of the Anchor Investor Portion was reserved for domestic Mutual Funds, subject to valid Bids having been received from the domestic Mutual Funds at or above the Anchor Investor Allocation Price in accordance with the
SEBI ICDR Regulations. Further, 5% of the Net QIB Portion was made available for allocation on a proportionate basis to Mutual Funds only, and the remainder of the Net QIB Portion was made available for allocation on
a proportionate basis to all QIBs, including Mutual Funds, subject to valid Bids having been received at or above the Offer Price. In the event the aggregate demand from Mutual Funds was less than as specified above, the
balance Equity Shares available for Allotment in the Mutual Fund Portion would be added to the Net QIB Portion and would be allocated proportionately to the QIB Bidders (other than Anchor Investors) in proportion to
their Bids. If at least 75% of the Offer cannot be Allotted to QIBs, then the entire application money will be refunded forthwith. Further, (a) not more than 15% of the Offer was made available for allocation to Non-Institutional
Investors (out of which one third was reserved for Bidders with Bids exceeding Z0.20 million and up to ¥1.00 million and two-thirds was reserved for Bidders with Bids exceeding Z1.00 million) and (b) not more than 10%
of the Offer was made available for allocation to Retail Individual Investors in accordance with the SEBI ICDR Regulations, subject to valid Bids having been received from them at or above the Offer Price. All potential
Bidders, other than Anchor Investors, were mandatorily required to participate in the Offer through the Application Supported by Blocked Amount (“ASBA”) process by providing details of their respective ASBA Account
(as defined hereinafter) and UPI ID in case of UPI Bidders, as applicable, pursuant to which the corresponding Bid Amount, which were blocked by the Self Certified Syndicate Banks (“SCSBs”) or the Sponsor Bank(s), as
the case may be, to the extent of their respective Bid Amounts. Anchor Investors were not permitted to participate in the Anchor Investor Portion through the ASBA process. For details, see “Offer Procedure” beginning on
page 518.

This being the first public Offer of our Company, there has been no formal market for the Equity Shares of our Company. The face value of the Equity Shares is Z2. The Floor Price, Cap Price and Offer Price as determined
and justified by our Company and the Promoter Selling Shareholders, in consultation with the BRLMs, in accordance with the SEBI ICDR Regulations, as stated under “Basis for Offer Price” on page 141 should not be
considered to be indicative of the market price of the Equity Shares after the Equity Shares are listed. No assurance can be given regarding an active and/or sustained trading in the Equity Shares nor regarding the price at
which the Equity Shares will be traded after listing.

Investments in equity and equity-related securities involve a degree of risk and investors should not invest any funds in the Offer unless they can afford to take the risk of losing their entire investment. Investors are advised
to read the risk factors carefully before taking an investment decision in the Offer. For taking an investment decision, investors must rely on their own examination of our Company and the Offer, including the risks involved.
The Equity Shares in the Offer have not been recommended or approved by the Securities and Exchange Board of India (“SEBI™), nor does SEBI guarantee the accuracy or adequacy of the contents of this Prospectus. Specific
attention of the investors is invited to “Risk Factors™ beginning on page 41.

Our Company, having made all reasonable inquiries, accepts responsibility for and confirms that this Prospectus contains all information with regard to our Company and the Offer, which is material in the context of the
Offer, that the information contained in this Prospectus is true and correct in all material aspects and is not misleading in any material respect, that the opinions and intentions expressed herein are honestly held and that there
are no other facts, the omission of which makes this Prospectus as a whole or any of such information or the expression of any such opinions or intentions, misleading in any material respect. Further, the Selling Shareholders,
severally and not jointly, accept responsibility for and confirm only those statements specifically made by such Selling Shareholders in this Prospectus, to the extent of information specifically pertaining to them and their
respective portion of the Offered Shares, and assume full responsibility that such statements are true and correct in all material respects and are not misleading in any material respect.

The Equity Shares to be Allotted through the Red Herring Prospectus and this Prospectus are proposed to be listed on the Stock Exchanges. Our Company has received ‘in-principle’ approvals from BSE and NSE for the
listing of the Equity Shares pursuant to their letters dated September 14, 2022 and September 15, 2022, respectively. For the purposes of the Offer, the Designated Stock Exchange shall be NSE. A signed copy of the Red
Herring Prospectus has been filed in accordance with Section 32 of the Companies Act, 2013 and this Prospectus shall be delivered to the RoC in accordance with Section 26(4) of the Companies Act, 2013. For details of the
material contracts and documents that were made available for inspection from the date of the Red Herring Prospectus up to the Bid/ Offer Closing Date, see “Material Contracts and Documents for Inspection” on page 570.
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SECTION I: GENERAL
DEFINITIONS AND ABBREVIATIONS

This Prospectus uses certain definitions and abbreviations which, unless the context otherwise indicates or
implies, shall have the meaning as provided below. References to any legislation, act, regulation, rules, guidelines
or policies shall be to such legislation, act, regulation, rules, guidelines or policies as amended, supplemented or
re-enacted from time to time, and any reference to a statutory provision shall include any subordinate legislation
made from time to time under that provision.

The words and expressions used in this Prospectus but not defined herein shall have, to the extent applicable, the
same meaning ascribed to such terms under the SEBI ICDR Regulations, the Companies Act, the SCRA, the
Depositories Act and the rules and regulations made thereunder. Notwithstanding the foregoing, the terms used
in “Industry Overview”, “Key Regulations and Policies”, “Statement of Special Tax Benefits”, “Financial
Statements”, “Basis for Offer Price”, “History and Certain Corporate Matters”, “Financial Indebtedness”,
“Other Regulatory and Statutory Disclosures”, “Outstanding Litigation and Material Developments” and
“Description of Equity Shares and Terms of Articles of Association” on pages 166, 258, 157, 311, 141, 271, 471,

489, 474 and 539, respectively, shall have the meaning ascribed to them in the relevant section.

General Terms

Term Description
our Company / the Avalon Technologies Limited, a company incorporated under the Companies Act, 1956 and
Company / the Issuer / | having its Registered and Corporate Office at B — 7, First Main Road, MEPZ, Tambaram, Chennai
ATL — 600 045, Tamil Nadu, India
Unless the context otherwise indicates or implies, refers to our Company together with its
Subsidiaries, on a consolidated basis.

we / us / our / Group

Company Related Terms

Term Description
;A'&tcl)cies of Association Articles of association of our Company, as amended
ATSPL Avalon Technology and Services Private Limited
The audit committee of our Company, constituted in accordance with Regulation 18 of the SEBI
Audit Committee Listing Regulations and Section 177 of the Companies Act, 2013, as described in “Our Management”
on page 282

Auditors / Statutory The current statutory auditors of our Company, being Varma & Varma, Chartered Accountants

Auditors

g?éﬁérsoard of The board of directors of our Company, or a duly constituted committee thereof

Chairman and | The chairman and managing director of our company, being Kunhamed Bicha as disclosed in “Our
Managing Director Management” on page 282

The chairman emeritus of our Company, being T P Imbichammad as disclosed in “Our
Management” on page 282

The chief financial officer of our Company, being R M Subramanian as disclosed in “Our
Management” on page 282

Company  Secretary, | The company secretary, compliance officer and legal head of our Company, being Dr. Rajesh V,
Compliance  Officer | as disclosed in “Our Management” on page 282

and Legal Head

Chairman Emeritus

Chief Financial Officer

Corporate Social The corporate social responsibility committee of our Company, constituted in accordance with
Responsibility Section 135 of the Companies Act, 2013, the Companies (Corporate Social Responsibility Policy)
Committee Rules, 2014, the details of which are provided in “Our Management” on page 282

Director(s) The directors on our Board

Avalon - Employees Stock Option Plan 2022 as described in “Capital Structure — Employee Stock
Option Scheme” on page 115

Equity Shares The equity shares of our Company of face value of 32 each

F&S Frost & Sullivan (India) Private Limited

The industry report titled “Market Assessment for India EMS Industry” dated February 24, 2023,
which is exclusively prepared for the purpose of the Offer and issued by F&S and is commissioned
F&S Report and paid for by our Company. F&S was appointed by our Company pursuant to engagement letter
dated March 25, 2022. This report will be available on the website of our Company at
https://www.avalontec.com/investors/ until the Bid / Offer Closing Date

ESOP Scheme




Term

Description

Independent Directors

The independent director(s) of our Company, in terms of Section 2(47) and Section 149(6) of the
Companies Act, 2013, the details of whom are provided in “Our Management” on page 282

Key Management
Personnel/ Key
Managerial Personnel/
KMP

Key management personnel of our Company in terms of Regulation 2(1)(bb) of the SEBI ICDR
Regulations, and as described in “Our Management” on page 282

Material Subsidiary /
Material Subsidiaries

The material subsidiary / subsidiaries of our Company, being Sienna and ATSPL

MoA/Memorandum
of Association

The memorandum of association of our Company, as amended from time to time

Nomination and
Remuneration
Committee / NRC

The nomination and remuneration committee of our Company, constituted in accordance with
Regulation 19 of the SEBI Listing Regulations and Section 178 of the Companies Act, 2013, the
details of which are provided in “Our Management” on page 282

Non-executive
Director(s)

The non-executive directors of our Company, as disclosed in “Our Management” on page 282

Other Selling
Shareholders

Anand Kumar, Sareday Seshu Kumar and Lugquman Veedu Ediyanam

Preference Shares

The preference shares of our Company of face value ¥100 each, which have been converted into
Equity Shares in accordance with the SSA | and SSA 11

Promoters / Promoter
Selling Shareholders

Our Promoters, namely, Kunhamed Bicha and Bhaskar Srinivasan

Promoter Group

Persons and entities constituting the promoter group in accordance with Regulation 2(1)(pp) of the
SEBI ICDR Regulations. For further details, see “Our Promoters and Promoter Group” on page
304

Promoter Group
Selling Shareholders

T P Imbichammad and Mariyam Bicha

Registered and
Corporate Office /
Registered Office

Registered and corporate office of our Company located at B — 7, First Main Road, MEPZ,
Tambaram, Chennai — 600 045, Tamil Nadu, India

Registrar of
Companies / RoC

The Registrar of Companies, Tamil Nadu at Chennai, located at Block #6, B Wing, 2" Floor,
Shastri Bhawan, 26, Haddows Road, Chennai — 600 034, Tamil Nadu, India

Restated Consolidated
Financial Information

Our restated consolidated statement of assets and liabilities as at November 30, 2022, November
30, 2021 and March 31, 2022, March 31, 2021, and March 31, 2020 and the restated consolidated
statement of profit and loss (including other comprehensive income), cash flow statement and
changes in equity for the eight months ended November 30, 2022 and November 30, 2021 and for
the years ended March, 31, 2022, March 31, 2021, and March 31, 2020 of our Company and its
Subsidiaries (collectively “the Group”) together with the statement of significant accounting
policies, and other explanatory information thereon, derived from the special purpose audited
financial statements prepared in accordance with the Ind AS and as required by the E-mail dated
28th October 2021 from SEBI to Association of Investment Bankers of India as at and for the eight
months ended November 30, 2022 and November 30, 2021 and as at and for the years ended March
31, 2022, March 31, 2021 and March 31, 2020, restated in accordance with the SEBI ICDR
Regulations, Section 26 of Part | of Chapter 11l of the Companies Act, 2013 and the Guidance
Note on “Reports in Company Prospectuses (Revised 2019)” issued by ICAI

Senior Management
Personnel/ SMP

Senior management of our Company in terms of Regulation 2(1)(bbbb) of the SEBI ICDR
Regulations, and as described in “Our Management” on page 282

Selling Shareholders

Promoter Selling Shareholders, Promoter Group Selling Shareholders and Other Selling
Shareholders

SHA

Shareholders agreement dated October 20, 2022 amongst UNIFI Financial Private Limited,
Bhaskar Srinivasan, Kunhamed Bicha, Sareday Seshu Kumar, Anand Kumar, Luguman Veedu
Ediyanam, T P Imbichammad Bicha, Mariyam Bicha and our Company

Shareholders

Shareholders of our Company

Sienna / ABV ABYV Electronics Inc. (doing business as Sienna Corporation)
Sienna ECAD Sienna ECAD Technologies Private Limited
SPA Share purchase agreement dated October 21, 2022, entered into amongst UNIFI Financial Private
Limited, Bhaskar Srinivasan, Sareday Seshu Kumar, T P Imbichammad and our Company
Share purchase agreement dated February 8, 2023, entered into amongst Ashoka India Equity
SPAI Investment Trust Plc., India Acorn Fund Limited, Bhaskar Srinivasan, Kunhamed Bicha, Sareday
Seshu Kumar, Luguman Veedu Ediyanam, Anand Kumar and our Company
Share subscription agreement dated March 1, 2018, entered into between M.A. Murugappan
SSA | Holdings LLP (formerly known as M.A. Murugappan Holdings Private Limited) and our
Company, as amended by the waiver cum amendment agreement dated July 22, 2022
SSA I Share subscription agreement dated March 1, 2018, entered into between M A M Arunachalam

and our Company, as amended by the waiver cum amendment agreement dated July 22, 2022




Term

Description

Share subscription agreement dated October 20, 2022, entered into amongst UNIFI Financial

SSA Private Limited, Bhaskar Srinivasan, Kunhamed Bicha and our Company

SSA IV Share subscription agreement datgd_ February 8, 2023 en_tered into amongst Ashoka India Equity
Investment Trust Plc., Bhaskar Srinivasan, Kunhamed Bicha and our Company

Stakeholders’ The stakeholders’ relationship committee of our Company, constituted in accordance with the

Relationship applicable provisions of the Companies Act, 2013 and the SEBI Listing Regulations and as

Committee described in “Our Management” on page 282

Subsidiaries The subsidiaries of our Company, being ATSPL, Sienna and Sienna ECAD

Offer Related Terms

Term

Abridged Prospectus

Acknowledgement
Slip

Allot / Allotment /
Allotted

Allotment Advice
Allottee

Anchor Investor

Anchor Investor
Allocation Price

Anchor Investor
Application Form

Anchor Investor
Bid/Offer Period

Anchor Investor Offer
Price

Anchor Investor
Portion

Application Supported
by Blocked Amount /
ASBA

ASBA Account

ASBA Bid
ASBA Bidders

ASBA Form

Banker(s) to the Offer

Description

Abridged prospectus means a memorandum containing such salient features of a prospectus as
may be specified by the SEBI in this behalf

The slip or document issued by a Designated Intermediary to a Bidder as proof of registration of
the Bid cum Application Form

Unless the context otherwise requires, allotment of the Equity Shares pursuant to the Fresh Issue
and transfer of Offered Shares pursuant to the Offer for Sale to the successful Bidders

Note or advice or intimation of Allotment sent to the successful Bidders who have been or are to
be Allotted the Equity Shares after the Basis of Allotment has been approved by the Designated
Stock Exchange

A successful Bidder to whom the Equity Shares are Allotted

A Qualified Institutional Buyer, who applied under the Anchor Investor Portion in accordance
with the requirements specified in the SEBI ICDR Regulations and the Red Herring Prospectus
and who has Bid for an amount of at least ¥100.00 million

%436, being the price at which the Equity Shares were allocated to Anchor Investors in terms of
the Red Herring Prospectus and this Prospectus, which was decided by our Company and the
Promoter Selling Shareholders, in consultation with the BRLMs during the Anchor Investor
Bid/Offer Period

Application form used by an Anchor Investor to make a Bid in the Anchor Investor Portion and
which was considered as an application for Allotment in terms of the Red Herring Prospectus and
this Prospectus

One Working Day prior to the Bid/ Offer Opening Date, on which Bids by Anchor Investors were
submitted and allocation to Anchor Investors was completed

%436, being the final price at which the Equity Shares will be Allotted to Anchor Investors in terms
of the Red Herring Prospectus and this Prospectus

The Anchor Investor Offer Price was decided by our Company and the Promoter Selling
Shareholders in consultation with the BRLMs

60% of the QIB Portion consisting of 8,927,751 Equity Shares™ which were made available for
allocation by our Company and the Promoter Selling Shareholders in consultation with the
BRLMs, to Anchor Investors on a discretionary basis in accordance with the SEBI ICDR
Regulations, subject to valid Bids having been received at or above the Anchor Investor Offer
Price

One-third of the Anchor Investor Portion was reserved for domestic Mutual Funds, subject to valid
Bids having been received from domestic Mutual Funds at or above the Anchor Investor
Allocation Price, in accordance with the SEBI ICDR Regulations

" Subject to finalization of Basis of Allotment.

Application, whether physical or electronic, used by ASBA Bidders to make a Bid and authorizing
an SCSB to block the Bid Amount in the ASBA Account and included applications made by UPI
Bidders, where the Bid Amount were blocked upon acceptance of UPI Mandate Request by UPI
Bidders

Bank account maintained with an SCSB by an ASBA Bidder, as specified in the ASBA Form
submitted by ASBA Bidders for blocking the Bid Amount mentioned in the relevant ASBA Form
and includes the account of an UPI Bidder which was blocked upon acceptance of a UPI Mandate
Request made by the UPI Bidders

A Bid made by an ASBA Bidder

All Bidders except Anchor Investors

Application form, whether physical or electronic, used by ASBA Bidders to submit Bids, which
was considered as the application for Allotment in terms of the Red Herring Prospectus and this
Prospectus

Collectively, Escrow Collection Bank, Public Offer Account Bank, Sponsor Bank(s) and Refund
Bank, as the case may be




Term

Basis of Allotment

Bid

Bid Amount

Bid cum Application
Form

Bid Lot

Bid/ Offer Closing
Date

Bid/ Offer Opening
Date

Bid/ Offer Period

Bidder

Bidding Centres

Book Building Process

Book Running Lead
Managers / BRLMs

Broker Centres

CAN / Confirmation
of Allocation Note

Cap Price

Cash Escrow and
Sponsor Bank
Agreement

Client ID
Collecting Depository

Participant / CDP

Cut-off Price

Description

Basis on which Equity Shares will be Allotted to successful Bidders under the Offer and which is
described in “Offer Structure” beginning on page 514

Indication to make an offer during the Bid/ Offer Period by an ASBA Bidder pursuant to
submission of the ASBA Form, or during the Anchor Investor Bid/Offer Period by an Anchor
Investor, pursuant to submission of the Anchor Investor Application Form, to subscribe to or
purchase the Equity Shares at a price within the Price Band, including all revisions and
modifications thereto as permitted under the SEBI ICDR Regulations and in terms of the Red
Herring Prospectus and the Bid cum Application Form. The term “Bidding” shall be construed
accordingly

The highest value of optional Bids indicated in the Bid cum Application Form and, in the case of
Retail Individual Investors Bidding at the Cut-off Price, the Cap Price multiplied by the number of
Equity Shares Bid for by such RII and mentioned in the Bid cum Application Form and payable by
the Bidder or blocked in the ASBA Account of the Bidder, as the case may be, upon submission of
the Bid in the Offer

Anchor Investor Application Form or the ASBA Form, as the context requires

34 Equity Shares and in multiples of 34 Equity Shares thereafter

Except in relation to any Bids received from the Anchor Investors, the date after which the
Designated Intermediaries did not accept any Bids, being April 6, 2023 which was notified in all
editions of the Financial Express, an English national daily newspaper, all editions of Jansatta, a
Hindi national daily newspaper and the Chennai edition of Makkal Kural, a Tamil daily newspaper
(Tamil being the regional language of Tamil Nadu, where our Registered and Corporate Office is
located), each with wide circulation

Except in relation to any Bids received from the Anchor Investors, the date on which the
Designated Intermediaries started accepting Bids, being April 3, 2023 which was notified in all
editions of the Financial Express, an English national daily newspaper, all editions of Jansatta, a
Hindi national daily newspaper and the Chennai edition of Makkal Kural, a Tamil daily newspaper
(Tamil being the regional language of Tamil Nadu, where our Registered and Corporate Office is
located), each with wide circulation

Except in relation to Anchor Investors, the period between the Bid/ Offer Opening Date and the
Bid/ Offer Closing Date, inclusive of both days, during which Bidders submitted their Bids,
including any revisions thereof

An investor who made a Bid pursuant to the terms of the Red Herring Prospectus and the Bid cum
Application Form and unless otherwise stated or implied, includes an Anchor Investor

Centres at which the Designated Intermediaries have accepted the ASBA Forms, i.e., Designated
Branches for SCSBs, Specified Locations for the Syndicate, Broker Centres for Registered
Brokers, Designated RTA Locations for RTAs and Designated CDP Locations for CDPs

Book building process, as provided in Schedule XlI1 of the SEBI ICDR Regulations, in terms of
which the Offer has been made

JM Financial Limited, DAM Capital Advisors Limited, IIFL Securities Limited, and Nomura
Financial Advisory and Securities (India) Private Limited

Centres notified by the Stock Exchanges where Bidders could submit the ASBA Forms to a
Registered Broker.

The details of such Broker Centres, along with the names and contact details of the Registered
Brokers are available on the respective websites of the Stock Exchanges (www.bseindia.com and
www.nseindia.com)

Notice or intimation of allocation of the Equity Shares sent to Anchor Investors, who have been
allocated the Equity Shares, after the Anchor Investor Bid/ Offer Period

Higher end of the Price Band, being %436 per Equity Share. The Cap Price was at least 105% of
the Floor Price

The agreement dated March 4, 2023, entered amongst our Company, the Selling Shareholders, the
BRLMs, Syndicate Members, the Bankers to the Offer and Registrar to the Offer for, inter alia,
collection of the Bid Amounts from Anchor Investors, transfer of funds to the Public Offer
Account and where applicable, refunds of the amounts collected from Bidders, on the terms and
conditions thereof

Client identification number maintained with one of the Depositories in relation to demat account

A depository participant as defined under the Depositories Act, 1996 registered with SEBI and
who is eligible to procure Bids at the Designated CDP Locations in terms of circular no.
CIR/CFD/POLICYCELL/11/2015 dated November 10, 2015 issued by SEBI as per the list
available on the respective websites of the Stock Exchanges, as updated from time to time

The Offer Price, finalised by our Company and the Promoter Selling Shareholders, in consultation
with the Book Running Lead Managers, being 3436 per Equity Share. Only Retail Individual
Investors were entitled to Bid at the Cut-off Price. QIBs (including Anchor Investors) and Non-
Institutional Investors were not entitled to Bid at the Cut-off Price




Term
DAM Capital

Demographic Details

Designated Branches

Designated CDP
Locations

Designated Date

Designated
Intermediary(ies)

Designated RTA
Locations

Designated Stock
Exchange

Draft Red Herring
Prospectus / DRHP

Eligible NRI(s)

Escrow Account

Escrow Collection
Bank

First or sole Bidder

Floor Price
Fraudulent Borrower

Fresh Issue

Fugitive Economic
Offender

General Information
Document

Description

DAM Capital Advisors Limited

Details of the Bidders including the Bidders’ address, name of the Bidders’ father/husband,
investor status, occupation, bank account details and UPI 1D, wherever applicable

Such branches of the SCSBs which could collect the ASBA Forms, a list of which is available on
the website of SEBI at https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes
or at such other website as may be prescribed by SEBI from time to time

Such locations of the CDPs where Bidders could submit the ASBA Forms.

The details of such Designated CDP Locations, along with names and contact details of the
Collecting Depository Participants eligible to accept ASBA Forms are available on the respective
websites of the Stock Exchanges (www.bseindia.com and www.nseindia.com), as updated from
time to time

The date on which the Escrow Collection Bank transfer funds from the Escrow Account to the
Public Offer Account or the Refund Account, as the case may be, and/or the instructions are issued
to the SCSBs (in case of UPI Bidders, instruction issued through the Sponsor Bank(s) for the
transfer of amounts blocked by the SCSBs in the ASBA Accounts to the Public Offer Account or
the Refund Account, as the case may be, in terms of the Red Herring Prospectus and this
Prospectus following which Equity Shares were Allotted in the Offer

In relation to ASBA Forms submitted by Retail Individual Investors and Non-Institutional
Investors Bidding with an application size of up to ¥0.50 million (not using the UPI mechanism)
by authorising an SCSB to block the Bid Amount in the ASBA Account, Designated
Intermediaries shall mean SCSBs.

In relation to ASBA Forms submitted by UPI Bidders where the Bid Amount were blocked upon
acceptance of UPI Mandate Request by such UPI Bidders using the UPI Mechanism, Designated
Intermediaries shall mean Syndicate, sub-syndicate / agents, Registered Brokers, CDPs, SCSBs
and RTAs.

In relation to ASBA Forms submitted by QIBs and Non-Institutional Investors (not using the UPI
Mechanism), Designated Intermediaries shall mean Syndicate, sub-syndicate / agents, SCSBs,
Registered Brokers, the CDPs and RTAs

Such locations of the RTAs where Bidders could submit the ASBA Forms to RTAs. The details
of such Designated RTA Locations, along with names and contact details of the RTAs eligible to
accept ASBA Forms are available on the respective websites of the Stock Exchanges
(www.bseindia.com and www.nseindia.com)

NSE

The draft red herring prospectus dated August 9, 2022 filed with SEBI and the Stock Exchanges
and issued in accordance with the SEBI ICDR Regulations, which does not contain complete
particulars of the price at which the Equity Shares were Allotted and the size of the Offer

NRI(s) from jurisdictions outside India where it is not unlawful to make an Offer or invitation
under the Offer and in relation to whom the ASBA Form and the Red Herring Prospectus
constituted an invitation to subscribe to or to purchase the Equity Shares

Accounts to be opened with the Escrow Collection Bank and in whose favour the Anchor Investors
have transferred money through NACH/direct credit/NEFT/RTGS in respect of the Bid Amount
when submitting a Bid

A bank which is a clearing member and registered with SEBI as banker(s) to an issue under the
Securities and Exchange Board of India (Bankers to an Issue) Regulations, 1994 and with whom
the Escrow Account are opened, in this case being ICICI Bank Limited

Bidder whose name was mentioned in the Bid cum Application Form or the Revision Form and in
case of joint Bids, whose name appears as the first holder of the beneficiary account held in joint
names

Lower end of the Price Band, being X415 per Equity Share

Fraudulent borrower as defined under Regulation 2(1)(lll) of the SEBI ICDR Regulations

Fresh issue of 7,339,449™ Equity Shares aggregating to ¥3,200.00 million™ by our Company
*Our Company, in consultation with the BRLMs, has undertaken two Pre-IPO Placements of
Equity Shares aggregating to approximately €300.00 million and approximately 500.00 million,
respectively. The size of the Fresh Issue has been reduced by 800.00 million pursuant to the Pre-
IPO Placements. Accordingly, the revised Fresh Issue size aggregates to <3,200.00 million.
**Subject to finalisation of Basis of Allotment.

An individual who is declared a fugitive economic offender under Section 12 of the Fugitive
Economic Offenders Act, 2018

The General Information Document for investing in public issues prepared and issued in
accordance with the circular (CIR/CFD/DIL/12/2013) dated October 23, 2013, notified by SEBI




Term

IFL
M

Maximum RIB
Allottees

Monitoring Agency
Monitoring Agency
Agreement

Mutual Fund Portion

Net Proceeds

Net QIB Portion

Nomura

Non-Institutional
Investors / Nlls

Non-Institutional
Portion

Non-Resident

Offer

Offer Agreement

Offer for Sale

Offer Price

Description
and updated pursuant to the circular (CIR/CFD/POLICYCELL/11/2015) dated November 10,

2015, the circular  (CIR/CFD/DIL/1/2016) dated January 1, 2016 and
(SEBI/HO/CFD/DIL/CIR/P/2016/26) dated January 21, 2016, circular
(SEBI/HO/CFD/DIL2/CIR/P/2018/138)  dated  November 1, 2018, circular no.
(SEBI/HO/CFD/DIL2/CIR/P/2019/50) dated April 3, 2019, circular no.

(SEBI/HO/CFD/DIL2/CIR/P/2019/76) dated June 28, 2019, circular no.
(SEBI/HO/CFD/DIL2/CIR/P/2019/85) dated July 26, 2019, circular no.
(SEBI/HO/CFD/DCR2/CIR/P/2019/133) dated November 8, 2019 issued by SEBI, and the
circular no. (SEBI/HO/CFD/DIL1/CIR/P/2020/37) dated March 17, 2020, as amended from time
to time. The General Information Document was made available on the websites of the Stock
Exchanges, and the BRLMs

IIFL Securities Limited

JM Financial Limited

Maximum number of RIBs who could be allotted the minimum Bid Lot. This is computed by
dividing the total number of Equity Shares available for Allotment to RIBs by the minimum Bid
Lot, subject to valid Bids having been received at or above the Offer Price

CARE Ratings Limited

The agreement dated March 2, 2023 entered into between our Company and the Monitoring
Agency

5% of the Net QIB Portion, or 297,592 Equity Shares which was made available for allocation to
Mutual Funds only, subject to valid Bids having been received at or above the Offer Price
“"Subject to finalisation of Basis of Allotment.

Proceeds of the Fresh Issue less our Company’s share of the Offer expenses. For further details
regarding the use of the Net Proceeds and the Offer expenses, see “Objects of the Offer” on page
124

The QIB Portion less the number of Equity Shares allocated to the Anchor Investors

Nomura Financial Advisory and Securities (India) Private Limited

All Bidders that were not QIBs or Retail Individual Investors and who have Bid for Equity Shares
for an amount of more than ¥200,000 (but not including NRIs other than Eligible NRIs)
The portion of the Offer, being not more than 15% of the Offer or 2,975,916 Equity Shares, which
was made available for allocation to Non-Institutional Investors in accordance with the SEBI
ICDR Regulations, subject to valid Bids having been received at or above the Offer Price, out of
which:

i) one-third portion was reserved for Bidders with Bids exceeding 20.20 million and up to 1.00

million; and

ii) two-third portion was reserved for Bidders with Bids exceeding 1.00 million

Provided that the unsubscribed portion in either of the sub-categories specified in (i) or (ii) above,
may be allocated to applicants in the other sub-category of Non-Institutional Investors
“"Subject to finalisation of Basis of Allotment.

Person resident outside India, as defined under FEMA

The initial public offer of 19,839,446™ Equity Shares of face value of ¥2 each for cash at a price of
%436 each aggregating to ¥8,650.00 million™, consisting of:

—Fresh Issue of 7,339,449™ Equity Shares aggregating to ¥3,200.00 million™;
— Offer for Sale of 12,499,997 Equity Shares aggregating to 5,450.00™ million by the Selling
Shareholders

*Our Company, in consultation with the BRLMs, has undertaken two Pre-IPO Placements of
Equity Shares aggregating to approximately €300.00 million and approximately 500.00 million,
respectively. The size of the Fresh Issue has been reduced by <800.00 million pursuant to the Pre-
IPO Placements. Accordingly, the revised Fresh Issue size aggregates to ¥3,200.00 million
**Subject to finalisation of Basis of Allotment

Agreement dated August 9, 2022 entered amongst our Company, the Selling Shareholders and the
BRLMs, pursuant to which certain arrangements have been agreed to in relation to the Offer

The offer for sale of 12,499,997" Equity Shares aggregating to 5,450.00" million by the Selling
Shareholders in the Offer

“Subject to finalisation of Basis of Allotment

%436, being the final price at which Equity Shares will be Allotted to ASBA Bidders in terms of
the Red Herring Prospectus and this Prospectus. Equity Shares will be Allotted to Anchor Investors
at the Anchor Investor Offer Price which was decided by our Company and the Promoter Selling
Shareholders in consultation with the BRLMs in terms of the Red Herring Prospectus and this
Prospectus

10




Term

Offer Proceeds

Offered Shares

Pre — IPO Placements

Price Band

Pricing Date

Prospectus

Public Offer Account

Public Offer Account
Bank

QIB Portion

Qualified Institutional
Buyers / QIBs / QIB
Bidders

Red Herring
Prospectus / RHP

Refund Account(s)

Refund Bank

Registered Brokers

Registrar Agreement

Description

The Offer Price was decided by our Company and the Promoter Selling Shareholders in
consultation with the BRLMSs on the Pricing Date in accordance with the Book Building Process
and the Red Herring Prospectus

The proceeds of the Fresh Issue which shall be available to our Company and the proceeds of the
Offer for Sale which shall be available to the Selling Shareholders. For further information about
use of the Offer Proceeds, see “Objects of the Offer” beginning on page 124

12,499,997" Equity Shares aggregating to ¥5,450.00" million being offered for sale by the Selling
Shareholders in the Offer for Sale

“"Subject to finalisation of Basis of Allotment

Pre-IPO placements of Equity Shares through private placements undertaken by the Company (i)
of 798,339 Equity Shares at a price of ¥375.78 per Equity Share, aggregating to approximately
%300.00 million as approved by the Board in its meeting dated October 20, 2022 and by the
Shareholders in their meeting dated October 20, 2022; and (ii) of 1,173,543 Equity Shares at a
price of ¥426.06 per Equity Share, aggregating to approximately ¥500.00 million as approved by
the Board in its meeting dated February 7, 2023 and by the Shareholders in their meeting dated
February 8, 2023. For further details in relation to the Pre-IPO Placements, see “Capital Structure”
and “History and Certain Corporate Matters — Shareholders’ agreements and other agreements”
beginning on pages 105 and 276, respectively

Price band of a minimum price of 415 per Equity Share (Floor Price) and the maximum price of
%436 per Equity Share (Cap Price). The Cap Price was at least 105% of the Floor Price

The Price Band and the minimum Bid Lot size for the Offer was decided by our Company and the
Promoter Selling Shareholders in consultation with the BRLMs, and were advertised, two
Working Days prior to the Bid/ Offer Opening Date, in all editions of the Financial Express, an
English national daily newspaper, all editions of Jansatta, a Hindi national daily newspaper and
the Chennai edition of Makkal Kural, a Tamil daily newspaper (Tamil being the regional language
of Tamil Nadu, where our Registered and Corporate Office is located), each with wide circulation
and were made available to the Stock Exchanges for the purpose of uploading on their respective
websites

Date on which our Company and the Promoter Selling Shareholders in consultation with the
BRLMs, finalised the Offer Price

This Prospectus dated April 7, 2023 to be filed with the RoC on or after the Pricing Date in
accordance with Section 26 of the Companies Act, 2013, and the SEBI ICDR Regulations
containing, inter alia, the Offer Price, the size of the Offer and certain other information, including
any addenda or corrigenda hereto

Bank account opened with the Public Offer Account Bank, under Section 40(3) of the Companies
Act, 2013 to receive monies from the Escrow Account and ASBA Accounts on the Designated
Date

A bank which is a clearing member and registered with SEBI as a banker to an issue and with
which the Public Offer Account was opened, in this case being HDFC Bank Limited

The portion of the Offer, being not less than 75% of the Offer or 14,879,586 Equity Shares
Allotted to QIBs (including Anchor Investors) on a proportionate basis, including the Anchor
Investor Portion (in which allocation was on a discretionary basis, as determined by our Company
and the Promoter Selling Shareholders in consultation with the BRLMs up to a limit of 60% of the
QIB Portion), subject to valid Bids having been received at or above the Offer Price

“"Subject to finalisation of Basis of Allotment

Qualified institutional buyers as defined under Regulation 2(1)(ss) of the SEBI ICDR Regulations

The red herring prospectus dated March 23, 2023 issued in accordance with Section 32 of the
Companies Act, 2013 and the provisions of the SEBI ICDR Regulations, did not have complete
particulars of the Offer Price and the size of the Offer, including any addenda or corrigenda thereto.
The Red Herring Prospectus was filed with the RoC not less than three Working Days before the
Bid/Offer Opening Date

Account opened with the Refund Bank, from which refunds, if any, of the whole or part of the Bid
Amount to the Bidders shall be made

Banker(s) to the Offer and with whom the Refund Account was opened, in this case being HDFC
Bank Limited

Stock brokers registered under SEBI (Stock Brokers) Regulations, 1992, as amended with the
Stock Exchanges having nationwide terminals, other than the BRLMs and the Syndicate Members
and eligible to procure Bids in terms of Circular No. CIR/ CFD/ 14/ 2012 dated October 4, 2012
issued by SEBI

Agreement dated August 2, 2022 entered amongst our Company, the Selling Shareholders and the
Registrar to the Offer
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Term
Registrar and Share
Transfer Agents /
RTAs
Registrar to the Offer /
Registrar
Retail Individual
Bidder(s) /
RIB(s)/Retail
Individual
Investor(s)/RII(s)

Retail Portion

Revision Form

Self-Certified
Syndicate Bank(s) or
SCSB(s)

Share Escrow Agent

Share Escrow
Agreement

Specified Locations

Sponsor Bank(s)

Syndicate / Members
of the Syndicate

Syndicate Agreement

Syndicate Members

Systemically
Important Non-
Banking Financial
Company
Underwriters
Underwriting
Agreement

UPI

UPI Bidder(s)

Description

Registrar and share transfer agents registered with SEBI and eligible to procure Bids at the
Designated RTA Locations as per the list available on the websites of BSE and NSE, and the UPI
Circulars

Link Intime India Private Limited

Individual Bidders, who had Bid for the Equity Shares for an amount not more than 200,000 in
any of the bidding options in the Offer (including HUFs applying through their Karta and Eligible
NRIs)

The portion of the Offer, being not more than 10% of the Offer or 1,983,944" Equity Shares, which
were made available for allocation to Retail Individual Investors subject to valid Bids having been
received at or above the Offer Price, which was not less than the minimum Bid lot, subject to
availability in the Retail Portion

*Subject to finalisation of Basis of Allotment

Form used by the Bidders to modify the quantity of the Equity Shares or the Bid Amount in any
of their ASBA Form(s) or any previous Revision Form(s), as applicable

QIB Bidders and Non-Institutional Investors were not allowed to withdraw or lower their Bids (in
terms of quantity of Equity Shares or the Bid Amount) at any stage. Retail Individual Investors
could revise their Bids during the Bid/ Offer Period and withdraw their Bids until Bid/Offer
Closing Date

The banks registered with SEBI, which offer the facility of ASBA services, (i) in relation to ASBA,
where the Bid Amount would be blocked by authorising an SCSB, a list of which is available on
the website of SEBI at
https:/www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=34  and
updated from time to time and at such other websites as may be prescribed by SEBI from time to
time, (ii) in relation to UPI Bidders, a list of which is available on the website of SEBI at
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=40  or
such other website as may be prescribed by SEBI and updated from time to time

Applications through UPI in the Offer could be made only through the SCSBs mobile applications
(apps) whose name appears on the SEBI website. A list of SCSBs and mobile application, which,
are live for applying in public issues using UPI Mechanism is provided as Annexure ‘A’ to the
SEBI circular no. SEBI/HO/CFD/DIL2/CIR/P/2019/85 dated July 26, 2019. The said list shall be
updated on SEBI website

Share escrow agent appointed pursuant to the Share Escrow Agreement, namely, Link Intime India
Private Limited

The agreement dated February 28, 2023 entered amongst our Company, the Selling Shareholders
and the Share Escrow Agent in connection with the transfer of the Offered Shares by the Selling
Shareholders and credit of such Equity Shares to the demat account of the Allottees

Bidding Centres where the Syndicate accepted ASBA Forms from Bidders

HDFC Bank Limited and ICICI Bank Limited, being a Banker(s) to the Offer, appointed by our
Company to act as a conduit between the Stock Exchanges and NPCI in order to push the mandate
collect requests and / or payment instructions of the RIBs using the UPI and carry out other
responsibilities, in terms of the UPI Circulars

Together, the BRLMs and the Syndicate Members

The agreement dated March 4, 2023 entered amongst our Company, the Selling Shareholders, the
BRLMs and the Syndicate Members, in relation to collection of Bids by the Syndicate
Intermediaries registered with SEBI who are permitted to carry out activities as an underwriter,
namely, JM Financial Services Limited and Sharekhan Limited

Systemically important non-banking financial company as defined under Regulation 2(1)(iii) of
the SEBI ICDR Regulations

Together, the BRLMSs and the Syndicate Members

The Agreement dated April 7, 2023 entered into amongst our Company and the Underwriters

Unified payments interface, which is an instant payment mechanism, developed by NPCI

Collectively, individual Bidders applying as (i) Retail Individual Bidders in the Retail Portion, and
(ii) Non- Institutional Bidders with an application size of up to ¥500,000 in the Non-Institutional
Portion, and Bidding under the UP1 Mechanism through ASBA Form(s) submitted with Syndicate
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Term

UPI Circulars

UPI'ID

UPI Mandate Request

UPI Mechanism
Wilful Defaulter

Working Day(s)

Description

Members, Registered Brokers, Collecting Depository Participants and Registrar and Share
Transfer Agents

Pursuant to Circular no. SEBI/HO/CFD/DIL2/P/CIR/P/2022/45 dated April 5, 2022 issued by
SEBI, all individual investors applying in public issues where the application amount is up to
¥500,000 shall use UPI and shall provide their UPI ID in the bid-cum-application form submitted
with: (i) a syndicate member, (ii) a stock broker registered with a recognized stock exchange
(whose name is mentioned on the website of the stock exchange as eligible for such activity), (iii)
a depository participant (whose name is mentioned on the website of the stock exchange as eligible
for such activity), and (iv) a registrar to an issue and share transfer agent (whose name is mentioned
on the website of the stock exchange as eligible for such activity)

The SEBI circular no. SEBI/HO/CFD/DIL2/CIR/P/2018/138 dated November 1, 2018, SEBI
circular no. SEBI/HO/CFD/DIL2/CIR/P/2019/50 dated April 3, 2019, SEBI circular no.

SEBI/HO/CFD/DIL2/CIR/P/2019/76  dated June 28, 2019, SEBI circular no.
SEBI/HO/CFD/DIL2/CIR/P/2019/85 dated July 26, 2019, SEBI circular no.
SEBI/HO/CFD/DCR2/CIR/P/2019/133 dated November 8, 2019,
SEBI/HO/CFD/DIL2/CIR/P/2020/50 dated March 30, 2020,
SEBI/HO/CFD/DIL2/CIR/P/2021/2480/1/M dated March 16, 2021, SEBI circular no.
SEBI/HO/CFD/DIL2/CIR/P/2021/47 dated March 31, 2021, SEBI circular no.
SEBI/HO/CFD/DIL2/P/CIR/2021/570  dated June 2, 2021, SEBI circular no.
SEBI/HO/CFD/DIL2/CIR/P/2022/45  dated April 5, 2022, SEBI circular no.
SEBI/HO/CFD/DIL2/CIR/P/2022/51 dated  April 20, 2022, SEBI circular no

SEBI/HO/CFD/DIL2/P/CIR/2022/75 dated May 30, 2022 along with the circular issued by the
National Stock Exchange of India Limited having reference no. 25/2022 dated August 3, 2022 and
the circular issued by BSE Limited having reference no. 20220803-40 dated August 3, 2022 and
any subsequent circulars or notifications issued by SEBI in this regard

ID created on the UPI for single-window mobile payment system developed by the NPCI

A request (intimating the UPI Bidder by way of a notification on the UPI linked mobile application
as disclosed by SCSBs on the website of SEBI and by way of an SMS on directing the UPI Bidder
to such UPI linked mobile application) to the UPI Bidder initiated by the Sponsor Bank(s) to
authorise blocking of funds on the UPI application equivalent to Bid Amount and subsequent debit
of funds in case of Allotment. Such request shall be accepted by UPI Bidders at or before 5.00 pm
on Bid/Offer Closing Date

The bidding mechanism used by a UPI Bidder in accordance with the UPI Circulars to make an
ASBA Bid in the Offer

Wilful defaulter as defined under Regulation 2(1)(Ill) of the SEBI ICDR Regulations

All days on which commercial banks in Mumbai are open for business. In respect of announcement
of Price Band and Bid/Offer Period, Working Day shall mean all days, excluding Saturdays,
Sundays and public holidays, on which commercial banks in Mumbai are open for business. In
respect of the time period between the Bid/ Offer Closing Date and the listing of the Equity Shares
on the Stock Exchanges, Working Day shall mean all trading days of the Stock Exchanges,
excluding Sundays and bank holidays, as per circulars issued by SEBI

Financial/ Operations Related Terms/Abbreviations

Term

Description

Asset Turnover Ratio

Asset turnover ratio is calculated as Revenue from Operations by net block of assets
(property, plant & equipment).

icr:]acﬂlrtg d Expenditure Capital expenditure is the total capital expenditure incurred during the year

Customer  Parts  Per e . . -
Million (PPM) Customer parts per million indicates the number of parts which are defective out of a million
EBIT EBIT is calculated as profit before exceptional items and tax plus finance cost

EBITDA Profit for the period plus tax expenses plus finance costs plus depreciation and amortization

less exceptional items and other income

EBITDA Margin

EBITDA/Revenue from Operations

Gross Margin

Revenue from Operations less (cost of materials consumed plus changes in inventories of
finished goods and traded goods)/ Revenue from Operations

Material Margin

Revenue from Operations less material cost

Material Margin (%)

Material Margin/Revenue from Operations

Net Debt

Net debt is calculated as total borrowings less cash and cash equivalents (including current
investments)

Net Working Capital

Net working capital is calculated as current assets less current liabilities (excluding short
term borrowings and current portion of the lease liabilities)
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Order Book

Order book is the total open orders as at the end of the period

Profit after Tax / PAT PAT is profit after tax for the period

PAT Margin Profit after tax/total Income

Return  on  Capital Return on Capital Employed is computed as EBIT by average capital employed (capital
Employed employed is sum of tangible net worth (excluding intangible assets) plus total debt).
Revenue by Geography Revenue by Geography is calculated based on the country of customer

Revenue by Geography
%

Revenue by geography % is calculated as income generated in the respective country
divided by Total Income

Revenue by End Use
Industry

Revenue by end use industry is calculated as the total Revenue from Operations generated
by the customers (operating in that industry)

Revenue by End Use
Industry %

Revenue by end use industry % is calculated as total revenue generated by the customers
(operating in that industry) by Total Revenue from Operations.

Revenue by Service Line

Revenue by service line is calculated as the total revenue by service lines.

Revenue by Service Line
%

Revenue by service line % is calculated as the total revenue by service lines by Total
Income

Revenue by Top 5/ Top
10 Customers

Revenue by top 5 / top 10 customers is calculated in the descending order of customer
revenues

Revenue by Top 5/ Top
10 Customers %

Percentage (%) of top 5/ top 10 customers is calculated as total of Top 5/ top 10 customers
revenue by Total Income

Capacity Utilisation

Revenue from Revenue from operations corresponds to the total revenue generated from operations,
Operations excluding other income

Return on Net Restated profit for the year attributable to the equity shareholders of the Company divided
Worth/RoNW by average net worth (excluding non-controlling interest)

Total Income Total income includes the total revenue of the business including other income

Weighted Average Weighted average capacity utilization is calculated as (sum of capacity utilisation of each

service line X revenue from each service) divided by Total Income

Technical/Industry Related Terms/Abbreviations

Term Description
AOI Automated Optical Inspection
ATMP Assembly, Testing, Marking and Packaging
B2B Business to Business
B2C Business to Consumer
BGA Ball Grid Array
CAGR Compound Annual Growth Rate
CEA Consumer Electronics and Appliances
CM Contract Manufacturer
CoP Conference of the Parties
CPI Consumer Price Index
CUSMA Canada-United States-Mexico Agreement
CYy Calendar Year
DLI Design Linked Incentive
ECU Engine Control Unit
EDA Electronic Design Automation
EMC Electronics Manufacturing Cluster
EMEA Europe Middle East and Africa
EMI Electromagnetic Interference
EMS Electronics Manufacturing Services
EV Electric Vehicle
FDI Foreign Direct Investment
FPT Flying Probe Testing
GDP Gross Domestic Product
GOl Government of India
GST Goods and Service Tax
GTM Go To Market
GVA Gross Value Added
GW Giga Watt
HDI High Density Interconnect
HEV Hybrid Electric Vehicles
HVAC Heating, Ventilation, and Air Conditioning
HVLM High Value Low Margin
IC Integrated Circuit
ICT In-Circuit Testing
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IESA India Electronics and Semiconductor Association
lloT Industrial Internet of Things

1P Index of Industrial Production

IMF International Monetary Fund

INR Indian National Rupee

loT Internet of Things

IP Intellectual Property

ISM India Semiconductor Mission

ISRO Indian Space Research Organization

KPI Key Performance Indicator

LED Light-Emitting Diode

LVHM Low Value High Margin

MCA Ministry of Corporate Affairs

MEIS Merchandise Exports From India Scheme
MEMS Micro-Electro Mechanical Systems
MSIPS Modified Special Incentive Package Scheme
MSME Micro, Small, and Medium Enterprises
NMZ National Manufacturing Zones

NPD New Product Development

NPE National Policy on Electronics

NSO National Statistics Office

ODM Original Design Manufacturing

OEM Original Equipment Manufacturer

OSAT Outsourced Semiconductor Assembly and Test
PC Personal Computer

PCB Printed Circuit Board

PCBA Printed Circuit Board Assembly

PHEV Plug-In Hybrid Electric Vehicles

PLI Production Linked Incentive

PMP Phased Manufacturing Plan

POC Proof of Concept

PPM Parts per Million

RAC Room Air Conditioner

RBI Reserve Bank of India

RFP Request For Proposal

RSBVL Reliance Strategic Business Ventures Ltd
SCL Semiconductor Laboratory

SEZ Special Economic Zone

SME Small and Medium Enterprise

SMT Surface Mount Technology

SOoC System on Chips

SPI Solder Paste Inspection

THT Through Hole Technology

TSMC Taiwan Semiconductor Manufacturing Company

Conventional and General Terms or Abbreviations

Term Description
Z/Rs./Rupees/INR Indian Rupees
AGM Annual general meeting
AlFs Alternative Investments Funds
Air Act Air (Prevention and Control of Pollution) Act, 1981
étinodrafacscountlng Accounting standards issued by the ICAI
AY Assessment year
BSE BSE Limited
CAGR Compound Annual Growth Rate
Category | AIF AIFs who are registered as “Category I Alternative Investment Funds” under the SEBI AIF

Regulations

Category | FPIs

FPIs who are registered as “Category I Foreign Portfolio Investors” under the SEBI FPI
Regulations

Category Il AlF

AIFs who are registered as “Category II Alternative Investment Funds” under the SEBI AIF
Regulations

Category Il FPIs

FPIs who are registered as “Category II Foreign Portfolio Investors” under the SEBI FPI
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Term Description
Regulations
Category 111 AIF QIFS Wl_lo are registered as “Category III Alternative Investment Funds” under the SEBI AIF
egulations
CDSL Central Depository Services (India) Limited
CIN Corporate Identity Number

Civil Code or CPC

The Code of Civil Procedure, 1908

Companies Act

Companies Act, 1956 and Companies Act, 2013, as applicable

Companies Act, 1956

Companies Act, 1956, along with the relevant rules made thereunder

Companies Act, 2013

Companies Act, 2013, along with the relevant rules made thereunder

COVID-19

Coronavirus disease 2019, a respiratory illness caused by the Novel Coronavirus and a public
health emergency of international concern as declared by the World Health Organization on
January 30, 2020 and a pandemic on March 11, 2020

Depositories

NSDL and CDSL

Depositories Act

Depositories Act, 1996

DIN Director Identification Number
Department for Promotion of Industry and Internal Trade, Ministry of Commerce and
DPIT Industry, Government of India (earlier known as the Department of Industrial Policy and
Promotion)
DP ID Depository Participant Identification

DP/ Depository Participant

Depository participant as defined under the Depositories Act

EBITDA

EBITDA is calculated as profit for the year/ period, plus total tax expenses, exceptional items,
finance costs and depreciation and amortization expenses, less other income

EGM Extraordinary General Meeting

EPS Earnings Per Share

FC-GPR Foreign Currency-Gross Provisional Return

FDI Foreign direct investment

FDI Policy Consolidated Foreign Direct Investment Policy notified by the DPIIT through notification
dated October 15, 2020 effective from October 15, 2020

FEMA Foreign Exchange Management Act, 1999, read with rules and regulations thereunder

FEMA Non-debt
Instruments Rules

Foreign Exchange Management (Non-debt Instruments) Rules, 2019

Financial Year/ Fiscal/ FY

Unless stated otherwise, the period of 12 months ending March 31 of that particular year

FPI(s) Foreign portfolio investors as defined under the SEBI FP1 Regulations

FVCI(s) Foreign venture capital investors as defined and registered under the SEBI FVVCI Regulations
GAAR General Anti Avoidance Rules

GDP Gross domestic product

Gazette Gazette of India

“Gol” or “Government” or
“Central Government”

Government of India

GST Goods and Services Tax

HUF Hindu Undivided Family

ICAI The Institute of Chartered Accountants of India

IFRS International Financial Reporting Standards

IFSC Indian Financial System Code

Ind AS/ Indian Indian Accounting Standards notified under Section 133 of the Companies Act, 2013 read

Accounting Standards

with the Companies (Indian Accounting Standards) Rules, 2015, as amended

India

Republic of India

IPC Indian Penal Code, 1860
IPO Initial public offering

IST Indian Standard Time

IT Information Technology
IT Act The Income Tax Act, 1961
KYC Know Your Customer

Listing Regulations

Securities and Exchange Board of India (Listing Obligations and Disclosure Requirements)
Regulations, 2015

MCA Ministry of Corporate Affairs
Mutual Fund (s) %létéjal Fund(s) means mutual funds registered under the SEBI (Mutual Funds) Regulations,
N/A Not applicable

National Investment Fund

National Investment Fund set up by resolution F. No. 2/3/2005-DD-I1 dated November 23,
2005 of the Gol, published in the Gazette of India

NBFC-SI

Systemically important non-banking financial company

NACH

National Automated Clearing House
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Term

Description

NEFT National Electronic Funds Transfer

NPCI National Payments Corporation of India

NRI Individual resident outside India, who is a citizen of India
NSDL National Securities Depository Limited

NSE National Stock Exchange of India Limited

OCB/Overseas Corporate
Body

An entity de-recognised through Foreign Exchange Management (Withdrawal of General
Permission to Overseas Corporate Bodies (OCBs)) Regulations, 2003. OCBs were not
allowed to invest in the Offer

p.a. Per annum

P/IE Price/earnings

P/E Ratio Price/earnings ratio

PAN Permanent account number

PAT Profit after tax

PMLA Prevention of Money Laundering Act, 2002

R&D Research and development

RBI The Reserve Bank of India

Regulation S Regulation S under the U.S. Securities Act

RTGS Real Time Gross Settlement

Rule 144A Rule 144A under the U.S. Securities Act

SBO Rules Companies (Significant Beneficial Owners) Rules, 2018, as amended
SCRA Securities Contracts (Regulation) Act, 1956

SCRR Securities Contracts (Regulation) Rules, 1957

SEBI Securities and Exchange Board of India constituted under the SEBI Act
SEBI Act Securities and Exchange Board of India Act, 1992

SEBI AIF Regulations

Securities and Exchange Board of India (Alternative Investments Funds) Regulations, 2012

SEBI FPI Regulations

Securities and Exchange Board of India (Foreign Portfolio Investors) Regulations, 2019

SEBI ICDR Regulations

Securities and Exchange Board of India (Issue of Capital and Disclosure Requirements)
Regulations, 2018

SEBI Merchant Bankers
Regulations

Securities and Exchange Board of India (Merchant Bankers) Regulations, 1992

SEBI SBEB Regulations

Securities and Exchange Board of India (Share Based Employee Benefits) Regulations, 2014

SEBI VCF Regulations

Securities and Exchange Board of India (Venture Capital Fund) Regulations, 1996 as repealed
pursuant to the SEBI AIF Regulations

State Government

The government of a state in India

Stock Exchanges

BSE and NSE

STT

Securities transaction tax

Takeover Regulations

Securities and Exchange Board of India (Substantial Acquisition of Shares and Takeovers)
Regulations, 2011

TAN

Tax deduction account number

Total Borrowings

Non-current borrowings (including preference share capital classified as financial liability) +
current borrowings (including current maturities of non- current borrowings)

Trade Marks Act

Trade Marks Act, 1999

UIDAI Unique Identification Authority of India

U.S./USA/United States Unite_d S_tates of Amer_ica, its territories and possessions, any State of the United States, and
the District of Columbia

USD/US$ United States Dollars

U.S. Securities Act United States Securities Act of 1933

VCEs Venture Capital Funds as defined in and registered with SEBI under the SEBI VCF
Regulations

Water Act Water (Prevention and Control of Polluti.on) Act, 1974
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CERTAIN CONVENTIONS, PRESENTATION OF FINANCIAL, INDUSTRY AND MARKET DATA
AND CURRENCY OF PRESENTATION

Certain Conventions

All references to “India” contained in this Prospectus are to the Republic of India. All references to the
“Government”, “Indian Government”, “GOI”, “Central Government” or the “State Government” are to the
Government of India, central or state, as applicable. All references in this Prospectus to the “U.S.”, “USA” or
“United States” are to the United States of America, together with its territories and possessions.

Unless stated otherwise, all references to page numbers in this Prospectus are to the page numbers of this
Prospectus.

Financial Data

Unless the context requires otherwise, the financial information in this Prospectus is derived from our restated
consolidated statements of assets and liabilities as at November 30, 2022 and November 30, 2021 and as at March
31, 2022, March 31, 2021, and March 31, 2020 and the restated consolidated statements of profit and loss
(including other comprehensive income), restated consolidated statement of cash flows and restated consolidated
statement of changes in equity for the eight months ended November 30, 2022 and November 30, 2021, and for
the years ended March 31, 2022, March 31, 2021 and March 31, 2020 of the Company and its Subsidiaries together
with the summary statement of significant accounting policies, and other explanatory information thereon, derived
from the special purpose audited consolidated financial statements as at and for the eight months ended November
30, 2022 and November 30, 2021 and as at and for the years ended March 31, 2022, March 31, 2021 and March
31, 2020 prepared in accordance with the Ind AS, and restated in accordance with Section 26 of Part | of Chapter
I11 of the Companies Act, 2013, the SEBI ICDR Regulations and the Guidance Note on “Reports in Company
Prospectuses (Revised 2019)” issued by ICAL For further information, see “Financial Statements” beginning on
page 311.

There are significant differences between Ind AS, U.S. GAAP and IFRS. Our Company does not provide
reconciliation of its financial information to IFRS or U.S. GAAP. Our Company has not attempted to explain
those differences or quantify their impact on the financial data included in this Prospectus and it is urged that you
consult your own advisors regarding such differences and their impact on our financial data. Accordingly, the
degree to which the financial information included in this Prospectus will provide meaningful information is
entirely dependent on the reader’s level of familiarity with Indian accounting policies and practices, the
Companies Act, Ind AS, and the SEBI ICDR Regulations. Any reliance by persons not familiar with Indian
accounting policies and practices on the financial disclosures presented in this Prospectus should, accordingly, be
limited. For risks relating to significant differences between Ind AS and other accounting principles, see “Risk
Factors — Significant differences exist between Ind AS and other accounting principles, such as Indian GAAP,
IFRS and U.S. GAAP, which may be material to investors’ assessment of our financial condition” on page 79.

Our Company’s financial year commences on April 1 of the immediately preceding calendar year and ends on
March 31 of that particular calendar year, so all references to a particular financial year or fiscal are to the 12-
month period commencing on April 1 of the immediately preceding calendar year and ending on March 31 of that
particular calendar year. Unless the context requires otherwise, all references to a year in this Prospectus are to a
calendar year and references to a Fiscal/Fiscal Year are to the year ended on March 31, of that calendar year.
Unless the context otherwise indicates, any percentage amounts, as set forth in “Risk Factors”, “Our Business”
and “Management’s Discussion and Analysis of Financial Condition and Results of Operations” on pages 41, 221
and 444, respectively, and elsewhere in this Prospectus have been calculated on the basis of the Restated
Consolidated Financial Information of our Company.

Certain figures contained in this Prospectus, including financial information, have been subject to rounding
adjustments. All decimals have been rounded off to two decimal points. In certain instances, (i) the sum or
percentage change of such numbers may not conform exactly to the total figure given; and (ii) the sum of the
numbers in a column or row in certain tables may not conform exactly to the total figure given for that column or
row. Further, any figures sourced from third-party industry sources may be rounded off to other than two decimal
points to conform to their respective sources.
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Non-GAAP Financial Measures

In evaluating our business, we consider and use non-GAAP financial measures such as EBITDA, EBITDA
Margin, PAT Margin, Asset Turnover, Debt to Equity Ratio, Return on Net Worth and Return on Capital
Employed to review and assess our operating performance. These non-GAAP financial measures are not defined
under Ind AS and are not presented in accordance with Ind AS. They may not be comparable to similarly titled
measures reported by other companies due to potential inconsistencies in the method of calculation. We have
included these non-GAAP financial measures because we believe they are indicative measures of our operating
performance and are used by investors and analysts to evaluate companies in the same industry. These non-GAAP
financial measures should be considered in addition to, and not as a substitute for, other measures of financial
performance and liquidity reported in accordance with Ind AS. These measures should not be considered in
isolation or construed as an alternative to Ind AS measures of performance or as an indicator of our operating
performance, liquidity, profitability, or results of operations. The presentation of these non-GAAP financial
measures is not intended to be considered in isolation or as a substitute for the Restated Consolidated Financial
Information. For further details, see “Management’s Discussion and Analysis of Financial Position and Results
of Operations — Non-GAAP Measures ” on page 467.

Industry and Market Data

Unless stated otherwise, industry and market data used in this Prospectus has been obtained or derived from the
report titled “Market Assessment for India EMS Industry” dated February 24, 2023, which is exclusively prepared
for the purpose of the Offer and issued by F&S and is commissioned and paid for by our Company. F&S was
appointed by our Company pursuant to engagement letter dated March 25, 2022. The F&S Report will be available
on the website of our Company at https://www.avalontec.com/investors/ until the Bid / Offer Closing Date.
Industry sources and publications are also prepared based on information as of specific dates and may no longer
be current or reflect current trends.

F&S is an independent agency which has no relationship with our Company, our Promoters, any of our Directors
or Key Managerial Personnel or the Book Running Lead Managers.

For details of risks in relation to the F&S Report, see “Risk Factors — This Prospectus contains information from
industry sources including the commissioned industry report from Frost & Sullivan” on page 72. The F&S Report
is subject to the following disclaimer:

“Market Assessment for India EMS Industry” dated February 24, 2023 has been prepared for the proposed initial
public offering of equity shares by Avalon Technologies Limited (¢he “Company”).

The study has been undertaken through extensive primary and secondary research, which involves discussing the
status of the industry with leading market participants and experts, and compiling inputs from publicly available
sources, including official publications and research reports. Estimates provided by Frost & Sullivan (India)
Private Limited (“Frost & Sullivan”) and its assumptions are based on varying levels of quantitative and
qualitative analyses, including industry journals, company reports and information in the public domain.

Frost & Sullivan has prepared the study in an independent and objective manner, and it has taken all reasonable
care to ensure its accuracy and completeness. We believe that the study presents a true and fair view of the
industry within the limitations of, among others, secondary statistics and primary research, and it does not purport
to be exhaustive. The results that can be or are derived from these findings are based on certain assumptions and
parameters/conditions. As such, a blanket, generic use of the derived results or the methodology has not
encouraged forecasts, estimates, predictions, and other forward-looking statements contained in this report are
inherently uncertain because of changes in factors underlying their assumptions, or events or combinations of
events that cannot be reasonably foreseen. Actual results and future events could differ materially from such
forecasts, estimates, predictions, or such statements.

In making any decision, the recipient should conduct its own investigation and analysis of all facts and information
contained in the prospectus of which this report is a part and the recipient must rely on its own examination. The
recipients should not construe any of the contents in this report as advice relating to business, financial, legal,
taxation or investment matters and are advised to consult their own business, financial, legal, taxation, and other
advisors.”

Although the industry and market data used in this Prospectus is reliable, industry sources and publications may
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base their information on estimates and assumptions that may prove to be incorrect. The data used in these sources
may have been reclassified by us for the purposes of presentation. Data from these sources may also not be
comparable.

The extent to which the market and industry data presented in this Prospectus is meaningful depends upon the
reader’s familiarity with and understanding of the methodologies used in compiling such data. There are no
standard data gathering methodologies in the industry in which the business of our Company is conducted, and
methodologies and assumptions may vary widely among different market and industry sources.

Such data involves risks, uncertainties and numerous assumptions and is subject to change based on various
factors, including those discussed in “Risk Factors” on page 41. Accordingly, investment decisions should not be
based solely on such information.

In accordance with the SEBI ICDR Regulations, the section “Basis for Offer Price” on page 141 includes
information relating to our peer group companies. Such information has been derived from publicly available
sources.

Currency and Units of Presentation

All references to “Rupees” or “Z” or “Rs.” or “INR” are to Indian Rupees, the official currency of the Republic of
India. All references to “US$”, “U.S. Dollar”, “USD” or “U.S. Dollars” are to United States Dollars, the official
currency of the United States of America.

In this Prospectus, our Company has presented certain numerical information. All figures have been expressed in
millions. One million represents ‘0.1 crore’, ‘10 lakhs’ or 1,000,000. However, where any figures that may have
been sourced from third-party industry sources are expressed in denominations other than millions, such figures
appear in this Prospectus expressed in such denominations as provided in their respective sources.

Exchange Rates

This Prospectus may contain conversions of certain other currency amounts into Indian Rupees that have been
presented solely to comply with the requirements of the SEBI ICDR Regulations. These conversions should not
be construed as a representation that such currency amounts could have been, or can be converted into Indian
Rupees, at any particular rate, or at all.

The exchange rates of certain currencies used in this Prospectus into Indian Rupees for the periods indicated are
provided below:

Currency As at November 30, | As at November 30, | As at March 31, As at March 31, As at March 31,
2022 2021 2022 (%) 2021 () 2020 ()
1USD 81.60 75.09 75.81 73.50 75.39
1 GBP 97.75 99.99 99.55 100.95 93.08
1 EUR 84.45 84.94 84.66 86.10 83.05
100 JPY 58.95 66.34 62.23 66.36 69.65

(Source: www.rbi.org.in and www.fbil.org.in)
NOTICE TO PROSPECTIVE INVESTORS IN THE UNITED STATES

The Equity Shares have not been recommended by any U.S. federal or state securities commission or regulatory
authority. Furthermore, the foregoing authorities have not confirmed the accuracy or determined the adequacy of
this Prospectus or approved or disapproved the Equity Shares. Any representation to the contrary is a criminal
offence in the United States. In making an investment decision, investors must rely on their own examination of
our Company and the terms of the Offer, including the merits and risks involved. The Equity Shares offered in
the Offer have not been and will not be registered under the United States Securities Act of 1933, as amended (the
“U.S. Securities Act”) or any other applicable law of the United States and, unless so registered, may not be
offered or sold within the United States except pursuant to an exemption from, or in a transaction not subject to,
the registration requirements of the U.S. Securities Act and applicable state securities laws. Accordingly, the
Equity Shares are being offered and sold (a) in the United States only to “qualified institutional buyers” (as defined
in Rule 144A under the U.S. Securities Act and referred to in this Prospectus as “U.S. QIBS”), in private
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transactions exempt from the registration requirements of the U.S. Securities Act, and (b) outside of the United
States in offshore transactions as defined in and in compliance with Regulation S and the applicable laws of the
jurisdiction where those offers and sales are made. For the avoidance of doubt, the term “U.S. QIBs” does not
refer to a category of institutional investors defined under applicable Indian regulations and referred to in this
Prospectus as “QIBs”.

21



FORWARD-LOOKING STATEMENTS

This Prospectus contains certain “forward-looking statements”. These forward-looking statements include

EEINT3 LRI

statements which can generally be identified by words or phrases such as “aim”, “anticipate”, “believe”, “expect”,
“estimate”, “intend”, “likely to”, “objective”, “plan”, “propose”, “project”, “will”, “will continue”, “seek to”,
“will pursue”, or other words or phrases of similar import. Similarly, statements that describe our Company’s

strategies, objectives, plans or goals are also forward-looking statements.

These forward-looking statements, whether made by us or a third-party, are based on our current plans, estimates,
presumptions and expectations and actual results may differ materially from those suggested by such forward-
looking statements. All forward-looking statements are subject to risks, uncertainties and assumptions about us
that could cause actual results to differ materially from those contemplated by the relevant forward-looking
statement.

This may be due to risks or uncertainties or assumptions associated with the expectations with respect to, but not
limited to, regulatory changes pertaining to the industry in which our Company operates and our ability to respond
to them, our ability to successfully implement our strategy, our growth and expansion, technological changes, our
exposure to market risks, general economic and political conditions in India which have an impact on our business
activities or investments, the monetary and fiscal policies of India, inflation, deflation, unanticipated turbulence
in interest rates, foreign exchange rates, equity prices or other rates or prices, the performance of the financial
markets in India and globally, changes in domestic laws, regulations and taxes, changes in competition in the
industry and incidence of any natural calamities and/or acts of violence. Important factors that could cause actual
results to differ materially from our Company’s expectations include, but are not limited to, the following:

1. Our manufacturing facilities are critical to our business. Any disruption in the continuous operations of our
manufacturing facilities, including due to the COVID-19 pandemic, or a similar public health threat would
have a material adverse effect on our business, results of operations and financial condition;

2. We source our raw material from suppliers, primarily on purchase order basis, who may not perform their
contractual obligations in a timely manner, or at all. Any increase in the cost of our raw material or
components, delay, shortage, interruption or reduction in the supply of raw materials and major production
inputs to manufacture our products may adversely affect our business, results of operations, cash flows and
financial condition;

3. The markets in which our customers compete are characterized by sectors specific to the industries which
we cater to, and their rapidly changing preferences and other related factors including lower manufacturing
costs and therefore as a result we may be affected by any disruptions in the industry;

4. We are dependent on certain customers for a portion of our revenues. Loss of relationship with any of these
customers or a reduction in their demand for our products may have a material adverse effect on our
profitability and results of operations;

5. We have not entered into any definitive arrangements to utilize certain portions of the Net Proceeds of the
Offer. Our funding requirements and proposed deployment of the Net Proceeds are based on management
estimates and have not been independently appraised by a bank or a financial institution;

6. We face significant competitive pressures in our business, and our inability to compete effectively would
be detrimental to our business and prospects;

7. Any defaults or delays in payment by a significant portion of our customers, may have an adverse effect
on our cash flows, results of operations and financial condition; and

8.  Foreign exchange fluctuations may adversely affect our earnings and profitability.

For a further discussion of factors that could cause our actual results to differ from our expectations, see “Risk
Factors”, “Our Business” and “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” on pages 41, 221 and 444, respectively. By their nature, certain market risk disclosures are only
estimates and could be materially different from what actually occurs in the future. As a result, actual future gains
or losses could materially differ from those that have been estimated and are not a guarantee of future performance.

Although the assumptions on which such forward-looking statements are based are reasonable, we cannot assure
investors that the expectations reflected in these forward-looking statements will prove to be correct. Given these
uncertainties, investors are cautioned not to place undue reliance on such forward-looking statements and not to
regard such statements as a guarantee of future performance.

Forward-looking statements reflect the current views of our Company as on the date of this Prospectus and are
not a guarantee of future performance. These statements are based on the management’s belief and assumptions,
which in turn are based on currently available information. Although the assumptions upon which these forward-

22



looking statements are based are reasonable, any of these assumptions as well as statements based on them could
prove to be inaccurate. Neither our Company, the Selling Shareholders, our Promoters, our Directors, the BRLMs,
nor any of their respective affiliates have any obligation to update or otherwise revise any statements reflecting
circumstances arising after the date hereof or to reflect the occurrence of underlying events, even if the underlying
assumptions do not come to fruition.

In accordance with regulatory requirements, our Company will ensure that investors in India are informed of
material developments from the date of registration of the Red Herring Prospectus with the RoC until receipt of
final listing and trading approvals by the Stock Exchanges for this Offer. The Selling Shareholders shall ensure
that they will keep our Company and the BRLMs informed of all developments pertaining to Offered Shares and
themselves, that may be material from the context of the Offer.
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SUMMARY OF THE OFFER DOCUMENT

This section is a general summary of certain disclosures included in this Prospectus and is not exhaustive, nor
does it purport to contain a summary of all the disclosures in the Red Herring Prospectus or this Prospectus when
filed, or all details relevant to prospective investors. This summary should be read in conjunction with, and is
qualified in its entirety by, the more detailed information appearing elsewhere in this Prospectus, including the
sections titled “Risk Factors”, “The Offer”, “Capital Structure”, “Objects of the Offer”, “Industry Overview”,
“Our Business”, “Outstanding Litigation and Other Material Developments”, “Offer Procedure”, and
“Description of Equity Shares and Terms of Articles of Association ’beginning on pages 41, 84, 105, 124, 166,
221, 474, 518 and 539 respectively of this Prospectus.

Our Organisational Structure

Holding Company

(India)

Avalon Technologies Limited

Ownership %
99.99%" 99.997%* 100%*
Y 1 L
Sienna ECAD ABV Electronics Inc

Avalon Technology and Technologies Private (doing business as Sienna

Services Private Limited Limited Corporation)
Relationship: Subsidiary Relationship: Subsidiary Relationship: Subsidiary
Incorporation: India Incorporation: India Incorporation: USA
#0.01% 15 held by Kunhamed Bicha a5 a nominee  0.003% 15 held by Bhiaskar Srmivasan $100% of the Common Stock held by
of the Company the Company

Summary of primary business of our Company

We are one of the leading fully integrated electronic manufacturing services companies with end-to-end operations
in delivering box build solutions in India in terms of revenue in Fiscal 2022 (source: F&S Report), with a focus
on high value precision engineered products. Through a unique global delivery model (source: F&S Report), we
provide a full stack product and solution suite, right from printed circuit board design and assembly to end-to-end
box build of electronic systems, to certain global original equipment manufacturers. Our other capabilities include
cable assembly and wire harnesses, sheet metal fabrication, machining, magnetics and injection molded plastics.

Summary of industry in which our Company operates (Source: F&S Report)
The EMS sector is a sizeable industry globally and in India. While the EMS market in India was valued at 1,469

billion (US$20 billion) in Fiscal 2022 and is expected to grow at a CAGR of 32.3% to reach a value of 34,502
billion (US$60 billion) in Fiscal 2026, the EMS market in the United States was valued at approximately US$140
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billion in 2021 and is expected to grow at a CAGR of 6.1% to reach US$188 hillion by 2026. India has a unique
competitive advantage due to low labour costs, a diverse product offering and geographical diversification.

Name of Promoters

Our Promoters are Kunhamed Bicha and Bhaskar Srinivasan. For details, see “Our Promoters and Promoter

Group” on page 304.
Offer size

Offer of Equity Shares | 19,839,446" Equity Shares, aggregating to 28,650.00" million
of which:

Fresh Issue (DG 7,339,449" Equity Shares, aggregating to ¥3,200.00" million
Offer for Sale @ 12,499,997" Equity Shares, aggregating to ¥5,450.00" million

“Subject to finalisation of Basis of Allotment.

Notes:

1 The Offer has been authorised by a resolution passed by our Board of Directors in their meeting held on August 2, 2022. Our
Shareholders through a special resolution passed in their extraordinary general meeting held on August 2, 2022, authorised the Fresh
Issue.

2 Each of the Selling Shareholders have severally and not jointly consented to participate in the Offer for Sale. Each of the Selling
Shareholders have specifically confirmed that their respective portion of the Offered Shares, have been held by each one of them for a
period of at least one year prior to the filing of the Draft Red Herring Prospectus with SEBI and are accordingly eligible for being
offered for sale in the Offer as required by the SEBI ICDR Regulations. In accordance with Regulation 8A of the SEBI ICDR
Regulations; (i) the number of Equity Shares offered for sale by Selling Shareholders holding, individually or with persons acting in
concert, more than 20% of pre-Offer shareholding of our Company (on a fully- diluted basis), have not exceeded more than 50% of
their respective pre-Offer shareholding (on a fully- diluted basis); and (ii) the number of Equity Shares offered for sale by Selling
Shareholders holding, individually or with persons acting in concert, less than 20% of pre-Offer shareholding of our Company (on a
fully- diluted basis), have not exceeded more than 10% of the pre-Offer shareholding of our Company (on a fully- diluted basis). For
details on the authorisation of the Selling Shareholders in relation to the Offered Shares, see “The Offer” on page 84.

3 Our Company, in consultation with the BRLMSs, has undertaken two Pre-IPO Placements of Equity Shares aggregating to approximately
¥300.00 million and approximately €500.00 million, respectively. Accordingly, the size of the Fresh Issue has been reduced by ¥800.00
million pursuant to the Pre-1PO Placements and the revised Fresh Issue size aggregates to <3,200.00 million.

For further details, please see “Offer Structure” on page 514.

Objects of the Offer

The Net Proceeds are proposed to be utilised towards the following objects:

(in Z million)
Obijects Amount”
Prepayment or repayment of all or a portion of certain outstanding 1,450.00
borrowings availed by our Company and one of our Material
Subsidiaries, ATSPL
Funding the working capital requirements of our Company 900.00
General corporate purpose” 644.00

" The amount utilised for general corporate purposes does not exceed 25% of the Gross Proceeds.

#Our Company, in consultation with the BRLMs, has undertaken two Pre-IPO Placements of Equity Shares aggregating to approximately
2300.00 million and approximately Z500.00 million, respectively. Accordingly, the size of the Fresh Issue has been reduced by <800.00 million
pursuant to the Pre-IPO Placements and the revised Fresh Issue size aggregates to ¥3,200.00 million.

For further details see “Objects of the Offer” on page 124.

Pre-Offer shareholding of Promoters, Promoter Group and Selling Shareholders

Pre-Offer

<l Name of Shareholder

No. Number of Equity Shares Percentage of paid-up equity

share capital (%)

(A) Promoters

1. | Kunhamed Bicha* 17,430,799 30.08
2. | Bhaskar Srinivasan®* 13,505,309 23.30
Total (A) 30,936,108 53.38

(B) Promoter Group
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Pre-Offer

Sr. ; :
No. Name of Shareholder Number of Equity Shares Perceg;zgrz cc)gsﬁg (L:)z)eqmty
1. | KL Bicha Family Private Trust 3,978,993 6.87
2. | BBS Family Trust 2,273,710 3.92
3. | KBS Family Trust 2,273,710 3.92
4. | T P Imbichammad* 1,050,587 1.81
5. | Mariyam Bicha* 482,650 0.83
6. | Rehaan Family Private Trust 1,000 Negligible
7. | Sameer Family Private Trust 1,000 Negligible
8. | Zayed Family Private Trust 1,000 Negligible
9. | Dolphin Family Trust 1,000 Negligible
Total (B) 10,063,650 17.37
(C) Selling Shareholders (other than Promoters and members of the Promoter Group)
1. Anand Kumar 4,164,792 7.19
2. Sareday Seshu Kumar 3,396,079 5.86
3. Luguman Veedu Ediyanam 5,350,942 9.23
Total (C) 12,911,813 22.28
Total (A+B + C) 53,911,571 93.03

#Also participating as a Selling Shareholder in the Offer.

Summary of Restated Consolidated Financial Information

The following information has been derived from our Restated Consolidated Financial Information as at and for
the eight months ended November 30, 2022 and November 30, 2021 and the last three Fiscals:

(in Z million, except per share data)

As at and for the
Particulars Elg:;?e%nths Elg:;?e%nths Fiscal ended | Fiscalended @ Fiscal ended
March 31, March 31, March 31,
November November
30 2022 30 2021 2022 2021 2020

Total equity (Equity Share 1,478.33 672.00 871.91 282.08 34.46
Capital, other equity and non —
controlling interests)
Revenue from Operations 5,847.86 5,414.00 8,407.18 6,904.71 6,418.67
Total Income 5,969.75 5,437.20 8,516.50 6,958.97 6,531.48
Profit After Tax 341.86 423.02 681.64 230.82 123.26
Earnings per share (attributable to
the equity holders of the parent)
Basic 6.10" 6.79" 11.30 4.01 2.21
Diluted 6.00" 6.79" 11.30 4.01 2.21
Net Asset Value per Equity Share 26.37 16.98 15.60 11.19 8.93
(attributable to equity holders of
the parent)
Total Borrowings 3,164.03 2,699.02 2,940.53 2,953.32 2,484.81

“Not annualised.

Basic earnings per share (3) = Restated consolidated profit for the year/period attributable to equity holders of the parent / Weighted

average number of equity shares in calculating basic EPS

Diluted earnings per share (3) = Restated consolidated profit for the year/period attributable to equity holders of the parent / Weighted
average number of equity shares in calculating diluted EPS
Basic and diluted earnings/ (loss) per equity share: Basic and diluted earnings/ (loss) per equity share are computed in accordance with
Indian Accounting Standard 33 notified under the Companies (Indian Accounting Standards) Rules of 2015 (as amended)

Net asset value per share (attributable to equity holders of the parent) is calculated by dividing net worth (excluding non-controlling
interest) by weighted average numbers of equity shares outstanding during the respective year/period

Total borrowings = non — current borrowings (including preference share capital classified as financial liability) + current borrowings

(including current maturities of non- current borrowings)

For further details see “Financial Statements”, “Other Financial Information” and “Basis for Offer Price” on
pages 311, 442 and 141, respectively.
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Qualifications of the Statutory Auditors which have not been given effect to in the Restated Consolidated
Financial Information

Our Statutory Auditors have not made any qualifications that have not been given effect to in the Restated
Consolidated Financial Information.

Summary of Outstanding Litigation
A summary of outstanding litigation proceedings involving our Company, our Subsidiaries, our Directors and our

Promoters as disclosed in the section titled “Outstanding Litigation and Other Material Developments™ in terms
of the SEBI ICDR Regulations have been set out below:

Disciplinary
A Statutory or SETOTS e Material PO
NEITE @ A 87 Prcogge]:jr;ﬁ:gs Proc;gzzj(ings R0 SEI?XIC%;:;;CI( ol iniﬂ?rg:t(i
Proceedings - Litigation = . " .=
against our in million)
Promoters
Company
By the Company NIL NIL NA NA NIL NIL
Against the NIL 7 6" NA NIL 42.73™
Company
Directors™
By our Directors NIL NIL NA NA NIL NIL
Against the NIL 2 NIL NA NIL Not
Directors quantifiable
Promoters™
By Promoters NIL NIL NA NA NIL NIL
Against Promoters NIL 2 NIL NIL NIL Not
guantifiable

Subsidiaries
By Subsidiaries NIL NIL NA NA NIL NIL
Against NIL 4 2 NA NIL 30.18™
Subsidiaries

" Includes three separate notices received from the Office of the Joint Director, Directorate of Enforcement, Chennai Zonal Office as disclosed
in “Outstanding Litigation and Material Developments — Outstanding litigation proceedings against our Company — Outstanding actions by
regulatory or statutory authorities” on page 474.

" To the extent quantifiable.

" Includes details of proceedings involving the Promoters who are also Directors.

Further, as on the date of this Prospectus, our Company does not have any Group Companies. For further
information, please see “Our Group Companies” on page 309.

For further details of the outstanding litigation proceedings, see “Outstanding Litigation and Other Material
Developments” beginning on page 474.

Risk Factors

S. Risk Category (Operational, Description of Risk
No. Financial, Risk related to Offer,
etc.)
1. Risk related to the Offer and | The determination of the Price Band is based on various factors and
valuation risk assumptions, and the enterprise value (“EV”) to EBITDA ratio, market

capitalization to tangible assets and market capitalization to revenue from
operations ratio may not be indicative of the market price of the Equity
Shares on listing or thereafter.

2. Operational and Financial Our manufacturing facilities are critical to our business. Any disruption
in the continuous operations of our manufacturing facilities, including due
to the COVID-19 pandemic, or a similar public health threat would have
a material adverse effect on our business, results of operations and
financial condition.

3. Operational and Financial We source our raw material from suppliers, primarily on purchase order
basis, who may not perform their contractual obligations in a timely
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manner, or at all. Any increase in the cost of our raw material or
components, delay, shortage, interruption or reduction in the supply of
raw materials and major production inputs to manufacture our products
may adversely affect our business, results of operations, cash flows and
financial condition.

4, Operational and Financial The markets in which our customers compete are characterized by sectors
specific to the industries which we cater to, and their rapidly changing
preferences and other related factors including lower manufacturing costs
and therefore as a result we may be affected by any disruptions in the
industry.

5. Operational and Financial We are dependent on certain customers for a portion of our revenues. Loss
of relationship with any of these customers or a reduction in their demand
for our products may have a material adverse effect on our profitability
and results of operations.

6. Operational and Financial We have not entered into any definitive arrangements to utilize certain
portions of the Net Proceeds of the Offer. Our funding requirements and
proposed deployment of the Net Proceeds are based on management
estimates and have not been independently appraised by a bank or a
financial institution.

7. Operational and Financial The average cost of acquisition of Equity Shares for our Selling
Shareholders may be lower than the Offer Price.

8. Operational and Financial We face significant competitive pressures in our business, and our
inability to compete effectively would be detrimental to our business and
prospects.

9. Operational and Financial Any defaults or delays in payment by a significant portion of our

customers, may have an adverse effect on our cash flows, results of
operations and financial condition.

10. Operational and Financial Foreign exchange fluctuations may adversely affect our earnings and
profitability.

Specific attention of Investors is invited to the section “Risk Factors” on page 41. Investors are advised to read
the risk factors carefully before taking an investment decision in the Offer.

Summary of Contingent Liabilities of our Company

The details of the contingent liabilities (as per Ind AS 37) of our Company as on November 30, 2022 derived from
the Restated Consolidated Financial Information are set forth below:

(in T million)
Particulars As at November 30, 2022
Income tax matters 29.26
Provident Fund Demands 6.57
Indirect Tax Matters 1.36
Total 37.19

For further information on our contingent liabilities, see “Financial Statements - Restated Consolidated Financial
Information — Note 37: Contingent Liabilities” on page 432.

Summary of Related Party Transactions
The following are the details of the inter-company transactions for the eight months ended November 30, 2022

and November 30, 2021 and Fiscals 2022, 2021 and 2020, as per Ind AS 24 - Related Party Disclosures, derived
from the Restated Consolidated Financial Information:

Particulars In the books = Transaction Eight Eight For the For the For the
of with months months financial | financial | financial

ended ended year year year

November = November | ended ended ended

30, 2022 30, 2021 March March March
31,2022 31,2021 31,2020

l. Details of Transactions

a) Sales
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Particulars

In the books
of

Transaction
with

Eight
months
ended
November
30, 2022

Eight
months
ended
November
30, 2021

For the
financial
year
ended
March
31, 2022

For the
financial
year
ended
March
31, 2021

For the
financial
year
ended
March
31, 2020

Avalon
Technologies
Limited

Avalon
Technology
and Services
Private
Limited

791

10.34

19.28

21.37

6.63

Sienna ECAD
Technologies
Private
Limited

21.00

ABV
Electronics
Inc  (Sienna
Corporation)

844.53

780.85

1,240.91

1,168.77

966.75

Avalon
Technology
and Services
Private
Limited

Avalon
Technologies
Limited

129.43

208.70

285.78

221.57

129.25

Sienna ECAD
Technologies
Private
Limited

8.93

13.63

16.99

13.50

18.61

ABV
Electronics
Inc  (Sienna
Corporation)

126.18

137.55

234.36

122.25

100.84

Sienna
ECAD
Technologies
Private
Limited

Avalon
Technologies
Limited

0.03

0.40

Avalon
Technology
and Services
Private
Limited

0.58

0.58

2.84

3.53

2.36

ABV
Electronics
Inc  (Sienna
Corporation)

0.50

Sienna ECAD
LLC

3.86

ABV
Electronics
Inc (Sienna
Corporation)

Avalon
Technologies
Limited

639.43

749.51

1,118.72

951.74

839.36

Avalon
Technology
and Services
Private
Limited

11.03

46.95

59.34

45.93

14.91

Sienna ECAD
Technologies
Private
Limited

1,768.55

1,948.11

2,999.62

2,548.66

2,082.57
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Particulars

In the books
of

Transaction
with

Eight
months
ended
November
30, 2022

Eight
months
ended
November
30, 2021

For the
financial
year
ended
March
31, 2022

For the
financial
year
ended
March
31, 2021

For the
financial
year
ended
March
31, 2020

b) Purchases/Expenses

Avalon
Technologies
Limited

Avalon
Technology
and Services
Private
Limited

129.43

208.70

285.78

221.57

129.25

Sienna ECAD
Technologies
Private
Limited

0.03

0.40

ABV
Electronics
Inc  (Sienna
Corporation)

639.43

749.51

1,118.72

951.74

839.36

Avalon
Technology
and Services
Private
Limited

Avalon
Technologies
Limited

791

10.34

19.28

21.37

6.63

Sienna ECAD
Technologies
Private
Limited

0.58

0.58

2.84

3.53

2.36

ABV
Electronics
Inc  (Sienna
Corporation)

11.03

46.95

59.34

45.93

14.91

Sienna
ECAD
Technologies
Private
Limited

Avalon
Technologies
Limited

21.00

Avalon
Technology
and Services
Private
Limited

8.93

13.63

16.99

13.50

18.61

ABV
Electronics
Inc  (Sienna
Corporation)

ABV
Electronics
Inc (Sienna
Corporation)

Avalon
Technologies
Limited

844.53

780.85

1,240.91

1,168.77

966.75

Avalon
Technology
and Services
Private
Limited.

126.18

137.55

234.36

122.25

100.84

Sienna ECAD
Technologies
Private
Limited

0.50

1,768.55

1,948.11

2,999.62

2,548.66

2,078.71
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Particulars In the books | Transaction Eight Eight Forthe = Forthe | Forthe
of with months months | financial | financial @ financial
ended ended year year year
November | November | ended ended ended
30, 2022 30, 2021 March March March
31,2022 @ 31,2021 @ 31,2020
¢) Remuneration to | Avalon T P 5.08 12.00 18.00 8.81 9.00
KMP Technologies | Imbichammad
Limited
Kunhamed 12.76 8.00 12.24 5.88 8.51
Bicha
Shamil Bicha 7.00 4.06 6.16 4.54 4.64
RM 5.74 5.00 8.01 6.49 4.18
Subramanian
Rajesh V 1.13 - 0.28 - -
Avalon T P - - - 8.81 9.00
Technology Imbichammad
and Services
Private
Limited.
Kunhamed - - - 5.88 6.00
Bicha
Sienna 0O J Sathish 3.35 2.62 3.49 4.43 3.49
ECAD
Technologies
Private
Limited.
ABV Kunhamed 8.64 8.05 11.96 11.88 10.33
Electronics Bicha
Inc (Sienna
Corporation)
Robinson, 19.44 17.30 25.86 24.33 21.34
Michael
Bhaskar 20.47 19.07 28.69 27.00 23.11
Srinivasan
83.61 76.10 114.69 108.05 99.60
d) Management Avalon T P 3.84 - - - -
Consultancy Fee Technologies | Imbichammad
Limited
3.84 - - - -
e) Interest Income Avalon Avalon 9.33 9.33 14.00 6.25 -
Technologies | Technology
Limited and Services
Private
Limited.
Sienna ECAD - - - 1.29 2.16
Technologies
Private
Limited.
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Particulars In the books | Transaction Eight Eight For the | Forthe | For the
of with months months financial | financial @ financial
ended ended year year year
November = November | ended ended ended
30, 2022 30, 2021 March March March
31,2022 | 31,2021 31,2020
Avalon Sienna ECAD - - - 0.10 0.13
Technology | Technologies
and Services | Private
Private Limited.
Limited.
9.33 9.33 14.00 7.64 2.29
f)  Dividend Income Avalon ABV 12.74 - 12.20 - -
Technologies | Electronics
Limited Inc  (Sienna
Corporation)
12.74 - 12.20 - -
g) Interest expense Avalon Sareday - - 0.05 0.80 1.41
Technologies | Seshu Kumar
Limited
Avalon Avalon 9.33 9.33 14.00 6.25 -
Technology | Technologies
and Services | Limited
Private
Limited
Sienna Avalon - - - 1.29 2.16
ECAD Technologies
Technologies | Limited
Private
Limited.
Avalon - - - 0.10 0.13
Technology
and Services
Private
Limited
9.33 9.33 14.05 8.44 3.70
h) Dividend ABV Avalon 12.74 - 12.20 - -
Expenses Electronics Technologies
Inc (Sienna | Limited
Corporation)
12.74 - 12.20 - -
i) Reimbursement of | Avalon Sienna ECAD 1.46 0.09 24.70 22.07 -
expenses Technologies | Technologies
(receivable/(payable)) | Limited Private
Limited.
ABV 451 9.16 17.63 14.12 -
Electronics
Inc  (Sienna
Corporation)
Avalon - - (5.61) 27.66 31.71
Technology

and Services
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Particulars In the books | Transaction Eight Eight For the | Forthe | For the
of with months months financial | financial @ financial
ended ended year year year
November = November | ended ended ended
30, 2022 30, 2021 March March March
31,2022 | 31,2021 31,2020
Private
Limited
Avalon Avalon - - 5.61 (27.66) (31.71)
Technology | Technologies
and Services | Limited
Private
Limited
Sienna ECAD - - - 0.19 -
Technologies
Private
Limited.
Sienna Avalon (1.46) (0.09) (24.70) (22.07) -
ECAD Technologies
Technologies | Limited
Private
Limited.
Avalon - - - (0.19) -
Technology
and Services
Private
Limited.
ABV Avalon (4.51) (9.16) (17.63) (14.12) -
Electronics Technologies
Inc (Sienna | Limited
Corporation)
j) Sale of Fixed Asset / | Avalon Avalon - 5.40 6.31 - -
Components Technologies | Technology
Limited and Services
Private
Limited.
Avalon Avalon - 16.21 16.21 - -
Technology | Technologies
and Services | Limited
Private
Limited.
ABV Avalon - - - 20.97 66.55
Electronics Technologies
Inc  (Sienna | Limited
Corporation)
Sienna Avalon - - 0.04 - -
ECAD Technologies
Technologies | Limited
Private
Limited.
Avalon - - 0.03 - -
Technology

and Services
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Private

Limited.
21.61 22.59 20.97 66.55
k) Purchase of Fixed | Avalon Avalon 16.21 16.21 - -
Asset Technologies | Technology
Limited and Services
Private
Limited
Sienna ECAD - 0.04 - -
Technologies
Private
Limited.
ABV - - 20.97 66.55
Electronics
Inc  (Sienna
Corporation)
Avalon Avalon 5.40 6.31 - -
Technology | Technologies
and Services | Limited
Private
Limited.
Sienna ECAD - 0.03 - -
Technologies
Private
Limited.
21.61 22.59 20.97 66.55
) Loans Given Avalon Avalon - - 140.00 -
Technologies | Technology
Limited and Services
Private
Limited.
- - 140.00 -
m) Loans Availed Avalon Avalon - - 140.00 -
Technology | Technologies
and Services | Limited
Private
Limited.
- - 140.00 -
n) Repayment of Loan Avalon Sareday - 3.75 6.25 10.00
Technologies | Seshu Kumar
Limited
Sienna T P - - 0.98 -
ECAD Imbichammad

34




Particulars In the books | Transaction Eight Eight Forthe | Forthe | For the
of with months months financial | financial @ financial
ended ended year year year
November = November | ended ended ended
30, 2022 30, 2021 March March March
31,2022 | 31,2021 31,2020
Technologies
Private
Limited
- - 3.75 7.23 10.00
0) Corporate Guarantee | Avalon Avalon 467.89 353.04 333.89 381.35 389.45
given Technologies | Technology
Limited and Services
Private
Limited.
ABV Avalon 799.34 698.08 945.81 955.02 931.19
Electronics Technologies
Inc (Sienna | Limited
Corporation)
1,267.63 1,051.12 | 1,279.70 | 1,336.37 | 1,320.64
p) Corporate Guarantee | Avalon ABV 799.34 698.08 945.81 955.02 931.19
received Technologies | Electronics
Limited Inc  (Sienna
Corporation)
Avalon Avalon 467.89 353.04 333.89 381.35 389.45
Technology | Technologies
and Services | Limited
Private
Limited.
1,267.23 1,051.12 | 1,279.70 | 1,336.37 | 1,320.64
g) Acquisition of Avalon T P - - - - 16.54
shares in Technologies | Imbichammad
- Avalon Technology | Limited
and Services
Private Limited
Kunhamed - - - - 46.67
Bicha
Bhaskar - - - - 35.28
Srinivasan
Mariyam - - - - 1.84
Bicha
- Sienna ECAD Avalon Sienna ECAD - - - 33.14 -
Technologies Technologies | LLC
Private Limited Limited
- - 33.14 100.33
r) Investment in | Avalon Avalon - - - 100.00
Shares Technologies | Technology
Limited and Services
Private
Limited
- - - 100.00 -
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Particulars In the books | Transaction Eight Eight For the | Forthe | For the
of with months months financial | financial @ financial
ended ended year year year
November = November | ended ended ended
30, 2022 30, 2021 March March March
31,2022 | 31,2021 31,2020
s) Issue of Shares | Avalon Avalon - - - 100.00 -
(Including Technology | Technologies
Securities and Services | Limited
Premium) Private
Limited
- - - 100.00 -
t) Buyback of | ABV Kunhamed - - 24.81 - -
Common stock | Electronics Bicha
shares Inc (Sienna
Corporation)
Bhaskar - - 19.87 - -
Srinivasan
Sareday - - 4.47 - -
Seshu Kumar
Luguman - - 5.99 - -
Veedu
Ediyanam
- - 55.14 - -
u) Stock option
granted to
employee of group
companies
Avalon Avalon 0.18 - - - -
Technologies | Technology
Limited and Services
Private
Limited
ABV 0.80 - - - -
Electronics
Inc  (Sienna
Corporation)
Sienna ECAD 0.13 - - - -
Technologies
Private
Limited.
111 - - - -
v) Employee Share
Based Payment”
Avalon RM
Technologies | Subramanian
Limited
Rajesh V
ABV Robinson,
Electronics Michael
Inc (Sienna
Corporation)
Sienna 0J Sathish
ECAD
Technologies
Private
Limited.

*132,300 options at exercise price of 220 per share were issued to RM Subramanian in Fiscal 2023.

" 3,150 options at exercise price of 220 per share were issued to V Rajesh in Fiscal 2023.
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*132,300 options at exercise price of 20 per share were issued to Robinson, Michael in Fiscal 2023.
*65,800 options at exercise price of 20 per share were issued to OJ Sathish in Fiscal 2023.

For details of the related party transactions and as reported in the Restated Consolidated Financial Information,
see “Financial Statements”, beginning on page 311.

Financing Arrangements
Our Promoters, members of our Promoter Group, our Directors and their relatives have not financed the purchase
by any other person of securities of our Company during the period of six months immediately preceding the date

of the Draft Red Herring Prospectus, the Red Herring Prospectus and this Prospectus.

Weighted average price at which the Equity Shares were acquired by our Promoters and the Selling
Shareholders in the one year preceding the date of this Prospectus

Weighted average price per

Name of persons Number of Equity Shares acquired” Equity Share (in 3)*
Promoters / Promoter Selling Shareholders
Kunhamed Bicha 18,555,000 NIL
Bhaskar Srinivasan 15,903,900 NIL
Promoter Group Selling Shareholders
T P Imbichammad 5,110,593 NIL
Mariyam Bicha 413,700 NIL
Other Selling Shareholders
Anand Kumar 3,771,000 NIL
Sareday Seshu Kumar 3,340,200 NIL
Luguman Veedu Ediyanam 4,862,600 1.61

* Note: Pursuant to the certificate dated April 7, 2023, issued by Mohan & Venkataraman, Chartered Accountants.
#Computed based on the Equity Shares acquired/allotted/purchased (including acquisition pursuant to transfer and bonus issue). However,
the Equity Shares disposed off have not been considered while computing number of Equity Shares acquired.

Average Cost of Acquisition

The average cost of acquisition per Equity Share for the Promoters, members of the Promoter Group and the
Selling Shareholders as at the date of this Prospectus is set forth below:

Average cost of acquisition per

i #

Name of persons Number of Equity Shares held Equity Share (in 3)*
Promoters / Promoter Selling Shareholders
Kunhamed Bicha 17,430,799 2.15
Bhaskar Srinivasan 13,505,309 2.33
Members of the Promoter Group
T P Imbichammad® 1,050,587 2.01
Mariyam Bicha® 482,650 3.79
K L Bicha Family Private Trust 3,978,993 NIL™
Rehaan Family Private Trust 1,000 NIL™
Sameer Family Private Trust 1,000 NIL™
Zayed Family Private Trust 1,000 NIL™
Dolphin Family Trust 1,000 NIL™
BBS Family Trust 2,273,710 NIL™
KBS Family Trust 2,273,710 NIL™
Other Selling Shareholders
Anand Kumar 4,164,792 23.90
Sareday Seshu Kumar 3,396,079 0.01
Luguman Veedu Ediyanam 5,350,942 61.59

Note: Pursuant to the certificate dated April 7, 2023 issued by Mohan & Venkataraman, Chartered Accountants.

#Computed based on the Equity Shares acquired/allotted/purchased (including acquisition pursuant to transfer and bonus issue). However,
the Equity Shares disposed off have not been considered while computing number of Equity Shares held.

&Also Promoter Group Selling Shareholders.

"Equity Shares acquired through gift.

Acquisition of equity shares in the last three years
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The details of price at which equity shares were acquired by Promoters, members of the Promoter Group, the
Selling Shareholders, and Shareholders with the right to nominate directors or any other rights in the last three
years preceding the date of this Prospectus is set forth below:

L Number of equity Acquisition price per
Name of Shareholder Date of acquisition shares acquired Equity Share (in 3)*
Promoters / Promoter Selling Shareholders
Bhaskar Srinivasan July 1, 2021 1,181" 10,900
June 27, 2022 15,903,900 NIL#
Kunhamed Bicha June 27, 2022 18,555,000 NIL#
Promoter Group (other than Promoters) / Promoter Group Selling Shareholders
T P Imbichammad & June 27, 2022 1,128,600 NIL#
March 1, 2023 3,981,993 NIL*™
Mariyam Bicha & June 27, 2022 413,700 NIL#
BBS Family Trust March 1, 2023 2,273,710 NIL™
KBS Family Trust March 1, 2023 2,273,710 NIL™
Dolphin Family Trust March 1, 2023 1,000 NIL™
K L Bicha Family Private Trust March 2, 2023 3,978,993 NIL™
Rehaan Family Private Trust March 2, 2023 1,000 NIL™
Sameer Family Private Trust March 2, 2023 1,000 NIL™
Zayed Family Private Trust March 2, 2023 1,000 NIL™
Selling Shareholders
Anand Kumar March 26, 2021 6,670 10,900
June 27, 2022 3,771,000 NIL*
Sareday Seshu Kumar June 27, 2022 3,340,200 NIL#
Luquman Veedu Ediyanam March 30, 2022 131" 5,230.88
March 30, 2022 40" 5,230.88
March 30, 2022 15" 5,230.88
March 30, 2022 644" 5,230.88
March 30, 2022 552" 5,230.88
March 30, 2022 116" 5,230.88
June 27, 2022 4,787,700 NIL#
Shareholder with nomination and other rights
UNIFI Financial Private Limited” October 20, 2022 798,339 375.78
November 2, 2022 532,226 375.78
November 11, 2022 266,113 375.78

“Note: Pursuant to the certificate dated April 7, 2023 issued by Mohan & Venkataraman, Chartered Accountants.
#Equity Shares issued pursuant to a bonus issue of Equity Shares in the ratio 6:1 authorised by a resolution of our Board dated June 24, 2022
and a resolution of our Shareholders dated June 27, 2022.

"Equity Shares transferred through gift.

"The equity shares transacted during this period were with a face value of ¥100 per equity share.

&Also Promoter Group Selling Shareholders.

% UNIFI Financial Private Limited does not have the right to nominate directors in our Company. For details of the rights held by UNIFI
Financial Private Limited, see “History and Certain Corporate Matters — Shareholders’ agreements and other agreements” on page 276.

Weighted average cost of acquisition of all Equity Shares transacted in the three years, eighteen months
and one year immediately preceding the date of this Prospectus

Weighted Average Cost of

Range of acquisition

Offer Price (¥436) is ‘x’
times the Weighted

date of this Prospectus

Particulars Acquisition (in 3) price: Lowe_st P_rlce - Highest Average Cost of
Price (in %) S
Acquisition

Last one year preceding the 16.01 0—426.06 27.23
date of this Prospectus

Last 18 months preceding 16.01 0-426.06 27.23
the date of this Prospectus

Last three year preceding the 17.35 0-426.06 25.13

Pursuant to the certificate dated April 7, 2023, issued by Mohan & Venkataraman, Chartered Accountants.
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Details of Pre-1PO Placements

Size of the Pre-IPO | Our Company, in consultation with the BRLMs, has undertaken two Pre-IPO Placements of

placements and Equity Shares:

allottees, upon | (i) A Pre — IPO Placement of 798,339 Equity Shares at a price of ¥375.78 per Equity
completion  of  the Shares, aggregating to approximately ¥300.00 million, which was approved by our
placement Board and Shareholders pursuant to their resolutions each dated October 20, 2022, and

(i) A Pre — IPO Placement of 1,173,543 Equity Shares at a price of I426.06 per Equity
Share, aggregating to approximately ¥500.00 million, which was approved by our
Board and Shareholders pursuant to their resolutions dated February 7, 2023 and

February 8, 2023, respectively.

For further details in relation to the Pre-IPO Placements, see “Capital Structure” and “History
and Certain Corporate Matters — Shareholders’ agreements and other agreements” beginning
on pages 105 and 276, respectively.

Accordingly, the size of the Fresh Issue has been reduced by 3800.00 million pursuant to the
Pre-IPO Placements and the revised Fresh Issue size aggregates to ¥3,200.00 million.

Difference between the Offer Price and the price of the Pre — IPO Placements

Details of the Equity Shares issued by the Company to the Pre — IPO Placements investors

Date of the Pre — Name of the Number of Issue price per Offer Price (in Difference
IPO Placement allottee of the Pre | Equity Shares | Equity Share (in ) between the
— IPO Placements issued 3) issue price of
the Pre — IPO
Placements and
the Offer Price
@in%)
October 20, 2022 | UNIFI Financial 798,339 375.78 60.22
Private Limited
February 20, 2023 | Ashoka India 1,173,543 426.06 436.00 9.94
Equity Investment
Trust Plc
For further details, see “History and Certain Corporate Matters” on page 271.
Details of the Equity Shares sold by the Promoters to the Pre — IPO Placements investors
Date of the Name of the Name of the Number Transfer Offer Difference
transfer transferor transferee of Equity price per Price (in between the
Shares Equity ) issue price of
transferr | Share (in %) the Pre — IPO
ed Placements
and the Offer
Price (in %)
November | Bhaskar Srinivasan UNIFI Financial 266,113 375.78 60.22
11, 2022 Private Limited
February Kunhamed Bicha Ashoka India Equity | 234,708 426.06 436.00 9.94
22,2023 Investment Trust Plc '
February Bhaskar Srinivasan India Acord Fund | 234,708 426.06 9.94
23,2023 Limited

For further details, see “Capital Structure — Build-up of Promoters’ shareholding, Minimum Promoter’s
Contribution and lock-in” on page 110.

Issue of Equity Shares for consideration other than cash or bonus issue in the last one year

Other than as disclosed in the section “Capital Structure” on page 105, our Company has not issued any Equity
Shares for consideration other than cash or bonus issue in the one year preceding the date of this Prospectus.
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Split / Consolidation of equity shares of our Company in the last one year

Except as disclosed below, our Company has not undertaken split or consolidation of its equity shares in the one
year preceding the date of this Prospectus:

Pursuant to a resolution of our Board dated June 24, 2022 and a resolution of our Shareholders dated June 27,
2022, each equity share of our Company of 100 each was sub-divided into 50 Equity Shares of %2 each.

Exemption from complying with any provisions of securities laws, if any, granted by SEBI

Our Company has not applied to SEBI for any exemption from complying with any provisions of securities laws,
as on the date of this Prospectus.
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SECTION II: RISK FACTORS

An investment in our Equity Shares involves a high degree of risk. You should carefully consider the risks and
uncertainties described below as well as other information as may be disclosed in this Prospectus before making
an investment in our Equity Shares. The risks described in this section are those that we consider to be the most
significant to our business, results of operations and financial condition as of the date of this Prospectus. The
risks set out in this section may not be exhaustive and additional risks and uncertainties not presently known to
us, or which we currently deem to be immaterial, may arise or may become material in the future and may also
impair our business. If any or a combination of the following risks or other risks that are not currently known or
are now deemed immaterial actually occur, our business, prospects, results of operations and financial condition,
cash flows, could suffer, the trading price and the value of your investment in our Equity Shares could decline
and you may lose all or part of your investment. To the extent the novel coronavirus (“COVID-19") pandemic
adversely affects our business and financial results, it may also have the effect of heightening many of the other
risks described in this section. In order to obtain a complete understanding of our Company and our business,
prospective investors should read this section in conjunction with “Our Business”, “Industry Overview”,
“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and “Financial
Statements” on pages 221, 166, 444 and 311, respectively, as well as the other financial and statistical information
contained in this Prospectus.

Unless specified in the relevant risk factors below, we are not in a position to quantify the financial implication
of any of the risks mentioned below. Any potential investor in the Equity Shares should pay particular attention
to the fact that we are subject to a regulatory environment in India, which may differ significantly from that in
other jurisdictions. In making an investment decision, prospective investors must consult their tax, financial and
legal advisors about the particular consequences of investing in the Offer and rely on their own examinations of
us and the terms of the Offer, including the merits and the risks involved.

This Prospectus contains forward-looking statements that involve risks and uncertainties. Our actual results may
differ materially from those anticipated in these forward-looking statements as a result of certain factors,
including the considerations described below and elsewhere in this Prospectus. For more information, see
“Forward-Looking Statements” on page 22. Unless otherwise stated or the context otherwise requires, the
financial information used in this section is derived from our Restated Consolidated Financial Information
included in this Prospectus. For more information, see “Financial Statements” on page 311. Our Fiscal ends on
March 31 of each year, and references to a particular Fiscal are to the 12 months ended March 31 of that year.

Unless otherwise indicated, industry and market data used in this section have been derived from the report titled
“Market Assessment for India EMS Industry” dated February 24, 2023 (the “F&S Report”) exclusively
prepared for the purpose of the Offer and issued by Frost & Sullivan (India) Private Limited (“F&S”), and
is commissioned and paid for by our Company. F&S was appointed by our Company pursuant to an engagement
letter dated March 25, 2022. Frost & Sullivan is an independent agency which has no relationship with our
Company, our Promoters, any of our Directors. A copy of the F&S Report is available on the website of our
Company at https://www.avalontec.com/investors/ until the Bid/Offer Closing Date. The data included herein
includes excerpts from the F&S Report and may have been re-ordered by us for the purposes of presentation.
There are no parts, data or information (which may be relevant for the proposed Offer), that has been left out or
changed in any manner. Unless otherwise indicated, financial, operational, industry and other related information
derived from the F&S Report and included herein with respect to any particular year refers to such information
for the relevant calendar year. For more information, see “—Internal Risks—This Prospectus contains
information from industry sources including the commissioned industry report from F&S. ”” on page 72.

INTERNAL RISKS

1. The determination of the Price Band is based on various factors and assumptions, and the enterprise value
(“EV”) to EBITDA ratio, market capitalization to tangible assets and market capitalization to revenue
from operations ratio may not be indicative of the market price of the Equity Shares on listing or thereafter.
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Our EV to EBITDA multiple for Fiscal 2022 is 32.09 times, at the Offer Price. Our market capitalization to
revenue from operations multiple for Fiscal 2022 is 3.39 times at the Offer Price. Our market capitalization to
tangible assets multiple for Fiscal 2022 is 31.16 times at the Offer Price.

Further, the details in relation to certain of our listed peers are set out below:

Particulars Fiscal 2022
Kaynes Technology Syrma SGS Industry average of listed
India Limited Technology Limited peers of the Company

EV to EBITDA 60.64 37.17 42.02

Market capl_tallzatlon to revenue 783 3.60 364

from operations

Market capitalization to tangible 80.91 16.71 3125

assets

Notes:

1) Market Data as of March 16, 2023, sourced from BSE.

2)  Tangible Assets include Property, Plant and Equipment and Capital Work in Progress as of March 31, 2022.

3) EV hasbeen calculated as a sum of Market Capitalization and Net Debt.

4)  Net Debt = Long term borrowings + Short term borrowings — Cash and Cash Equivalents — Current Investments.

5)  Net Debt, EBITDA and Revenue from Operations for Fiscal 2022.

6) Industry average of listed peers has been calculated as an average of Kaynes Technology India Limited, Syrma SGS Technology Limited,
Dixon Technologies (India) Limited and Amber Enterprises India Limited.

The determination of the Price Band is based on various factors and assumptions, and was determined by us and
the Promoter Selling Shareholders in consultation with the Book Running Lead Managers. Furthermore, the Offer
Price of the Equity Shares was determined by us and the Promoter Selling Shareholders in consultation with the
Book Running Lead Managers through the Book Building Process and certain quantitative and qualitative factors,
including as set out in the section titled “Basis for Offer Price” on page 141. The Offer Price, multiples and ratios
may not be indicative of the market price of the Company on listing or thereafter.

2. Our manufacturing facilities are critical to our business. Any disruption in the continuous operations of
our manufacturing facilities, including due to the COVID-19 pandemic, or a similar public health threat
would have a material adverse effect on our business, results of operations and financial condition.

We operate 12 manufacturing facilities located across India and the United States. In addition, we have recently
acquired a new facility in Chennai, Tamil Nadu pursuant to a sale deed dated July 6, 2022 and a lease agreement
dated January 3, 2023, which is yet to commence its operations. The revenue contribution from our facilities are
set out below for the periods indicated:

No. of | Eight months Eight months
manuf | ended November | ended November Fiscal 2022 Fiscal 2021 Fiscal 2020
L ocation acturin 30, 2022 30, 2021
of gunits Amount % of  Amount % of % of % of % of
facility R revenue (X million) revenue Amount | revenue | Amount | revenue = Amount revenue
million) | from from (€4 from (€4 from (€4 from
operatio operatio | million) | operatio = million) | operatio | million) |operatio
ns ns ns ns ns
Fremont,
Californi 1 910.93 | 15.58% | 1003.19 | 18.53% |1,547.06| 18.40% | 1,064.14 | 15.41% | 912.54 | 14.22%
a
Atlanta, o 0 o o 0
Georgia 1 1718.66 | 29.39% | 1728.58 | 31.93% |2,508.21| 29.83% | 2,475.98 | 35.86% | 2,210.46 | 34.44%
Bengalur
s 2 717.47 | 12.27% | 428.79 7.92% | 723.15 | 8.60% 457.23 6.62% 441.02 | 6.87%
Karnatak
a
Chennai,
Tamil 8 2500.80 | 42.76% | 2253.43 | 41.62% |3,628.76| 43.16% |2,907.36 | 42.11% |2,854.64 | 44.47%
Nadu®
Total 12 ]5,847.86|100.00%| 5,414.00 1100.00%0 (8,407.18| 100.00% | 6,904.71 | 100.00% | 6,418.67 |100.00%
Note:

(1) Includes details of our facility located at Kanchipuram, Tamil Nadu. This does not include the recently acquired facility in Chennai, Tamil
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Nadu which is yet to commence its operations.

Presently, we manufacture our products at these manufacturing facilities; therefore, any disruption to our
manufacturing facilities may result in production shutdowns. While we generally perform scheduled and
unscheduled maintenance services, these facilities are subject to certain operating risks, such as the breakdown or
failure of equipment, power supply or processes, productivity of our workforce, performance below expected
levels of efficiency, obsolescence of equipment or machinery, timely availability of raw materials, labor disputes,
natural disasters, industrial accidents and infectious disease outbreaks such as the COVID-19 pandemic resulting
in unplanned slowdowns and/or shutdowns and the need to comply with the directives of relevant government
and regulatory authorities. Due to the COVID-19 pandemic, our manufacturing facilities at Chennai, Tamil Nadu
and Kanchipuram, Tamil Nadu were shut down for a period of 21 days from March 24, 2020 until April 13, 2020,
pursuant to which we received government permission to operate such facility with a maximum of 50 people.
Further, our manufacturing facilities at Bengaluru, Karnataka were shut down for a period of approximately 30
days between March 2020 and April 2020. Our facilities at both Chennai, Tamil Nadu and Bengaluru, Karnataka
resumed operations at full capacity from August 2020. Further, while our manufacturing facilities at Fremont,
California, United States and Atlanta, Georgia, United States did not experience any shut down during the
COVID-19 pandemic, it faced certain disruptions in relation to manpower. Our aggregate loss during the COVID-
19 pandemic amounted to approximately ¥564.77 million in Fiscal 2021, which accounted for 8.47% of our total
expenses during the same period, however, no penalties were levied by any of our customers in India and overseas,
due to any delays during such period.

In addition, we have rescheduled and postponed certain of our strategic projects such as certain special processes
for our metal fabrication operations including alodine, anodize, passivation and painting, which were planned to
realize greater margins in the metal and aerospace industries through vertical integration. While our operations
had slowed down during early 2020 and we have almost resumed to full normalcy with requisite precautions, the
actual impact of COVID-19 pandemic on our financial condition remains uncertain and is dependent on spread of
COVID-19 and steps taken by the Government to mitigate the economic impact and may differ from our estimates.
We are closely monitoring the impact of the COVID-19 pandemic on our financial condition, liquidity, operations,
customers and work force. Any intensification of the COVID-19 pandemic or any future outbreak of another
highly infectious or contagious disease may adversely affect our business, results of operations and financial
condition. An outbreak or perceived outbreak of the COVID-19 pandemic at one or more of our manufacturing
facilities which may cause our customers to avoid our products, could also cause negative publicity which causes
customers to avoid our products, which could have a material adverse effect on our business, results of operations,
financial condition, cash flows, reputation and prospects. Further, as COVID-19 adversely affects our business
and results of operations, it may also have the effect of exacerbating many of the other risks described in this “Risk
Factors” section.

Our failure to obtain raw materials and components, in a timely manner and at reasonable cost, could also lead to
the slowdown or shutdown of our operations or the under-utilization of our manufacturing facilities. An
uninterrupted supply of our products is critical for success of our business as our customers rely significantly on
the timely delivery of our products. Our inability to effectively respond to any breakdown, shutdown or to rectify
any disruption, in a timely manner and at an acceptable cost, could lead to an adverse effect on our business,
results of operations and financial condition.

Further, our manufacturing activities are labor intensive, require our management to undertake significant labor
interface, and expose us to the risk of industrial action. As of November 30, 2022, we had 1,783 permanent
employees. In addition, we have entered into arrangements with third party personnel companies for the supply
of contract staff, and as on November 30, 2022, we engaged 221 such contract staff. The success of our operations
depends on availability of labor and maintaining good relationship with our workforce. While we have not faced
any strikes by our employees until date, we cannot assure you that our relations with our employees shall remain
cordial at all times and that employees will not undertake or participate in strikes, work stoppages or other
industrial actions in the future. Any labor disruption may adversely affect our manufacturing operations either by
increasing our cost of production or halt a portion or all of our production.

In particular, if operations at our manufacturing facilities were to be disrupted as a result of any significant
workplace accident, equipment failure, natural disaster, power outage, fire, explosion, terrorism, adverse weather
conditions, labor dispute or unrest, obsolescence or other reasons, our financial performance may be adversely
affected as a result of our inability to meet customer demand or committed delivery schedules for our products.
We have experienced certain disruptions in the past due to factors outside our control. For example, in the year
2020, we faced an accidental fire in our magnetics division of our facility located in Chennai, due to which we
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incurred losses 0 322.97 million, out of which we recovered 218.44 million through our insurance claims. Further,
a show cause notice under the Factories Act, 1948 was issued to ATSPL in relation to such fire incident which
was subsequently settled by payment of a fine. Although we try to minimize the risk from any significant
operational problems at our manufacturing facilities, there can be no assurance that we will not face such
disruptions in the future. Interruptions in production may also increase our costs and reduce our sales and may
require us to make substantial capital expenditures to remedy the situation or to defend litigation that we may
become involved in as a result, which may negatively affect our profitability, business, financial condition, results
of operations, cash flows and prospects. In the event that our Company files a claim under the applicable insurance
policy, there is no assurance that we will be able to recover all, or part of the losses incurred.

Further, our electricity requirements for our manufacturing facilities are directly sourced from local providers and
state electricity board. While we maintain power back-up in the form of generator sets, we cannot assure you that
we will successfully be able to prevent disruptions in our manufacturing processes in case of non-availability of
adequate supply of power.

3. We source our raw material from suppliers, primarily on purchase order basis, who may not perform their
contractual obligations in a timely manner, or at all. Any increase in the cost of our raw material or
components, delay, shortage, interruption or reduction in the supply of raw materials and major
production inputs to manufacture our products may adversely affect our business, results of operations,
cash flows and financial condition.

We mainly source our raw materials, including integrated circuits, sensors and transistors, from certain suppliers
including WPG South Asia Pte Ltd, Macnica Cytech Pte Ltd, Elektronika Sales Private Limited and Le Champ
South East Asia Pte Ltd. We rely on such suppliers to perform their obligations and deliver adequate supplies and
high-quality components and other inputs in a timely manner. We do not enter into definite-term agreements with
our suppliers (who are typically associated with us through purchase orders) and may not perform their obligations
in a timely manner or at all, resulting in delays to our production schedule and adversely affecting our output. In
Fiscals 2020, 2021 and 2022 and the eight months ended November 30, 2021 and November 30, 2022, we
imported 45.08%, 45.74%, 40.37%, 42.66% and 49.34% of our raw materials, respectively. Set out below is a
breakdown of the top 10 countries from which we imported our raw materials during these periods:

Eight months Eight months
ended ended . . .
Country November 30, November 30, Fiscal 2022 Fiscal 2021 Fiscal 2020
2022 2021
% of total imports
Singapore 31.39 23.90 23.27 29.17 30.32
China 18.87 14.61 14.38 18.22 13.68
United States 16.17 11.86 14.38 11.88 15.93
Hong Kong 8.62 5.47 7.68 4.84 5.43
Switzerland 8.53 0.29 0.00 0.02 0.07
Japan 3.99 35.35 31.42 23.94 23.68
Korea, Republic 2.57 1.27 2.05 2.05 0.39
Taiwan 2.21 2.06 1.77 2.97 3.35
United Kingdom 2.18 1.03 0.92 0.67 0.66
Netherlands 1.26 0.01 0.04 0.02 0.04

In Fiscals 2020, 2021 and 2022 and the eight months ended November 30, 2021 and November 30, 2022, the total
costs in relation to our purchase of raw materials from our top five suppliers were X1,421.31 million, 1,242.45
million, %1,686.67 million, ¥1,317.16 million and %1,252.00 million, respectively, which accounted for 32.55%,
27.96%, 27.02%, 25.82% and 22.78%, respectively, of our total expenses during the same period.

We are exposed to the risk that we may be unable to acquire necessary raw materials and components for our
business on time. At various times, supplies of some of the raw materials and electronic components that we use,
have been scarce as a result of strong demand for those input components or problems experienced by suppliers.
In Fiscals 2021 and 2022, we have faced significant shortage of key components, specifically in relation to
semiconductors, integrated circuits, MOSFET devices and transistors. These shortages have been particularly
acute due to global capacity constraints (given the limited number of wafer manufacturing facilities globally) and
low yields on crystal growth. For instance, we faced disruption in supply of key components from our distributors
including WPG South Asia Pte Ltd, Macnica Cytech Pte Ltd, Elektronika Sales Private Limited and Le Champ
South East Asia Pte Ltd, which led us to purchase such components at higher prices. The COVID-19 pandemic
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led several manufacturing facilities to shut down or to operate on skeleton staffing, further contributing to supply
chain issues such as component shortages and other logistic difficulties, which led us to incurring losses of revenue
amounting to approximately 699.00 million, ¥1,157.00 million, ¥1,898.00 million, ¥797.00 million and ¥925.00
million in Fiscals 2020, 2021 and 2022 and the eight months ended November 30, 2021 and November 30, 2022,
respectively, which accounted for 10.96%, 17.34%, 24.17%, 15.63% and 16.83%, respectively, of our total
expenses during the same period. We may face similar situations or shortages in the future. In addition, in certain
circumstances, we are required to source certain key components from suppliers on approved vendor lists, who
have been qualified by our customers and we may not be able to obtain alternative sources of supply should such
qualified suppliers be unable to supply our requirements in the future.

In order to mitigate losses from any future supply disruption, we retain an increased component inventory, which
has had and may in the future, have an adverse impact on our business and results of operations. For instance,
during the COVID-19 pandemic, we increased our component inventory by 11.13% in Fiscal 2021 amounting to
%1,129.85 million as compared to ¥1,016.71 million in Fiscal 2020, which further increased by 71.21% in Fiscal
2022 amounting to 1,934.46 million and 31.56% in the eight months ended November 30, 2022 amounting to
%2,545.07 million, leading to inventory pile up which further had an adverse impact on our cash flows.

Further, we typically provide a price quote to our customers based on estimations of raw material prices at the
time of the quote. In the event there is an increase in raw materials prices, we may be unable to pass on the
additional cost to our customers, which in turn may affect our profitability. In instances where the raw material
price increase is significant, we may approach customers for a purchase price variance. While we have not
experienced any major instance of rejection of purchase price variance by our customers as of November 30,
2022, there is no assurance that our customers will agree to such variance in the future.

We currently import our raw materials and components from various countries including China, United States,
South Korea, Japan, Singapore, Malaysia and Thailand. While we have not yet faced any disruptions due to
government conditions on trade practices, we cannot assure you that we will not face such disruptions in the
future. Any such disruptions due to government restrictions on trade in the future could have an adverse effect on
our business, cash flows, results of operations and financial condition.

Further, we import certain of our raw materials and components in foreign currencies. We do not have a formal
hedging policy and do not enter into any hedging contracts. Accordingly, we may be subject to foreign currency
exposure and fluctuations in the exchange rates between the Indian Rupee and other currencies. Our attempts to
mitigate the adverse effects of such exchange rate fluctuations may not be successful and these fluctuations may
in the future have a material adverse effect on our results of operations, financial condition and prospects in the
future.

Shortages of raw materials and components at prices unfavorable to us could result in reduced production or
delays in production, which may restrict our capacity to fulfil large orders at short notice or prevent us from
making scheduled shipments to customers. Any future inability to accept high volume orders at short notice or
make scheduled shipments could cause us to experience a reduction in our sales and could adversely affect our
relationship with existing customers as well as prospective customers. Component shortages may also increase
our costs of goods sold because we may be required to pay higher prices for components in short supply and
redesign or reconfigure products to accommodate substitute components. As a result, component/raw material
shortages could adversely affect our operating results for a particular period due to the resulting loss of customer
orders, revenue shortfall and increased manufacturing or component costs. Our inability to continue to obtain raw
materials and components, in a timely manner and at reasonable cost, could also lead to the shut-down of our
operations or the under-utilization of our manufacturing facilities, which in turn may have an adverse effect on
our business, cash flows, results of operations and financial condition.

4. The markets in which our customers compete are characterized by sectors specific to the industries which
we cater to, and their rapidly changing preferences and other related factors including lower
manufacturing costs and therefore as a result we may be affected by any disruptions in the industry.

The market in which we and our customers operate is characterized by rapidly changing technology, evolving
industry standards and demand for features, and constant product innovation. These conditions may also result in
significant competition and short product life cycles. Our total income attributable to customers engaged in the
various industries are set out below for the periods indicated:
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Eight months Eight months
ended November | ended November Fiscal 2022 Fiscal 2021 Fiscal 2020
Revenue 30, 2022 30, 2021
by Amou % of Amoun % of Amoun Amoun Amoun
Industrie nt total t total t % of t % of t % of
S (€4 income R income R total R total R total
millio million million | income | million | income | million | income
n) ) ) ) )
Clean 1,388. 2326% 1,044.5 19.21% 1,726.9 20 28% 1,234.3 17.74% 1,026.1 15.71%
Energy 83 4 3 0 9
Mobility/
Transport 1'336' 22.39% 1'6(1)4'8 29.70% 2’284'7 26.59% 1’923'7 28.51% 2’031'9 30.80%
ation
Industrial 1'225' 28.07% 1'6;6'3 20.91% 2’538'2 30.04% 2’032'4 29.35% 1’8i3'4 27.92%
C‘Z?ﬁ”;ﬁ”' 539.06 | 9.03% | ¥330.24 | 6.07% | 61140 | 7.18% | 546.65 | 7.86% | 409.36 | 6.27%
Medical 519.60 8.70% 429.64 7.90% 656.39 1.71% 544,72 7.83% 527.39 8.07%
Others 509.79 8.54% 391.58 7.20% 698.80 8.21% 607.10 8.72% 733.14 | 11.22%
Total 5,969. | 100.00 | 5,437.2 | 100.00 | 8,516.5 | 100.00 | 6,958.9 | 100.00 | 6,531.4 | 100.00
75 % 0 % 0 % 7 % 8 %

If the end-user demand is low for our customers’ products, there may be significant changes in the orders from
our customers and we may experience greater pricing pressures. Therefore, risks that could harm the customers
of our industry could, as a result, adversely affect us as well. Our success is therefore dependent on the success
achieved by our customers in developing and marketing their products. While we have not experienced such
instances as of November 30, 2022, if our customers’ technologies become obsolete or fail to gain widespread
commercial acceptance, our customers may experience a reduced demand for their products which may affect our
sales to such customers, operating margins depending on the nature of the product, and all of these combined may
gradually result in a loss of customers including key ones. However, there can be uncertainty regarding the
development and production of these products as planned and failure to anticipate or respond rapidly to advances
in technology can have a material adverse effect on our financial condition, results of operations and prospects.

Additionally, industry-wide competition for market share of various products can result in aggressive pricing
practices by our customers and therefore our customers may also choose to import some of these products which
provide them better cost benefits as compared to us or source the products from our competitors. While we have
not faced any loss of customers due to industry-wide competition as of November 30, 2022, we have, in certain
instances reduced our prices which in turn has affected our margins. In certain other cases, we have been
unsuccessful in matching our prices with the target price of our customers and consequently have lost bids for
certain new projects. This price-pressure from our customers may adversely affect the prices of the products which
we supply, which may lead to reduced revenues, lower profit margins or loss of market share etc., any of which
would have a material adverse effect on our business, financial condition and results of operations.

5.  We are dependent on certain customers for a portion of our revenues. Loss of relationship with any of
these customers or a reduction in their demand for our products may have a material adverse effect on our
profitability and results of operations.

We have established and will continue to focus on strengthening long-standing relationships with well-known
customers across the end-use industries that we cater to. However, we depend on certain customers who have
contributed to a substantial portion of our total revenue from operations. While our top two customers have been
associated with us for an average period of 8.50 years, we have had a relationship with our top ten customers for
an average period of 9.60 years. Set out below are details in relation to the revenue contribution from our
customers:

Revenue Contribution

Eight months Eight months
S. Customer ended November ' ended November Fiscal 2022 Fiscal 2021 Fiscal 2020
No. 30, 2022 30, 2021

in % in % in % in % in %

million million million million million
1. |Toptwo 1,097.91 | 18.39 | 1,418.21 | 26.08 | 2,173.68 | 25,52 | 1,571.08 | 2258 |1,360.83 | 20.83

customers
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Revenue Contribution

Eight months Eight months

S. Customer ended November  ended November Fiscal 2022 Fiscal 2021 Fiscal 2020
No. 30, 2022 30, 2021
in % inx % ink % in % inx %
million million million million million
2. |Topfive |, 01739 | 3714 | 2.000.44 | 5334 | 422830 | 49.65 | 338629 | 48.66 | 298316 | 4567
customers
3. |Topten 1 .,1930 | 5393 | 368224 | 67.72 | 549933 | 6457 | 457754 6578 | 414041 | 63.39
customers ! ) ' ! ' : ! ' ' ! ' ' ! : '
4. | Largest
customer | gop 57 | 970 | 71087 | 1324 | 1,00094 | 12.81 | 83622 | 1202 | 689.46 | 1056
(across all
verticals)

There is no guarantee that we will retain the business of our existing key customers or maintain the current level
of business with each of these customers. The loss of these customers or a loss of revenue from sales to these
customers may materially affect our business, financial condition, results of operations and cash flows.

While we catered to more than 200 customers in Fiscal 2022 and more than 210 customers as of the eight months
ended November 30, 2022, reliance on certain key customers for significant revenue may generally involve several
risks. These risks may include, but are not limited to, reduction, delay or cancellation of orders from our significant
customers, failure to renew contracts with one or more of our significant customers, failure to renegotiate
favorable terms with our key customers or the loss of these customers entirely, all of which would have a material
adverse effect on the business, financial condition, results of operations and future prospects of our Company. In
order to retain some of our existing customers we may also be required to offer terms to such customers which
we may place restraints on our resources.

Maintaining strong relationships with our key customers is, therefore, essential to our business strategy and to the
growth of our business. Such customers include Kyosan India Private Limited, Zonar Systems Inc., Collins
Aerospace, e-Infochips Private Limited, The US Malabar Company and Systech Corporation, with whom we have
had relationships for more than seven years. Some of our customers may place demands on our resources or may
require us to undertake additional obligations which have the effect of increasing our operating costs and therefore
affect our profitability. Additionally, while we have not faced any significant loss of key customers in the past,
the loss of any key customer in the future due to factors such as migration of customers to our competitors, changes
in governmental or regulatory policies or any other circumstances specific to customers such as acquisition or
consolidation of such customer, or adverse market conditions affecting the industry in which our customer
operates or the economic environment generally, such as the COVID-19 pandemic, may significantly affect our
revenues, and we may have difficulty securing comparable levels of business from other customers to offset any
consequent loss. We may also not be able to easily re-allocate our resources and assets in a timely or efficient
manner.

Our profitability also depends on the growth and performance in business of our key customers. Our revenues are
dependent on the sale of products by our customers under their own brand names. We rely on the success of our
customers in marketing and selling of these products and therefore any negative impact on their reputation may
also have an effect on our business. Accordingly, risks that could seriously harm our key customers could harm
us as well, including, recession in the geography in which our key customers operate their businesses, our key
customers’ inability to effectively manage their operations or changes in laws and policies affecting our customers
to operate profitably.

6. We have not entered into any definitive arrangements to utilize certain portions of the Net Proceeds of the
Offer. Our funding requirements and proposed deployment of the Net Proceeds are based on management
estimates and have not been independently appraised by a bank or a financial institution.

We intend to use the net proceeds of the Offer for the purposes described in the section titled “Objects of the
Offer” on page 124. The objects of the Offer comprise prepayment or repayment of all or a portion of certain
outstanding borrowings availed by our Company and one of our Material Subsidiaries, ATSPL, funding the
working capital requirements of our Company and general corporate purposes. Our Company and ATSPL will
attract prepayment penalties on account of such repayment or repayment of their respective outstanding
borrowings. For further details of the prepayment penalties, see “Objects of the Offer — Prepayment or repayment
of all or a portion of certain outstanding borrowings availed by our Company and one of our Material
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Subsidiaries, ATSPL” on page 126. The objects of the Offer and our funding requirement is based on management
estimates. However, other than our statutory auditors, as applicable, our Objects of the Offer have not been
appraised by any bank or financial institution. These are based on current conditions, internal management
estimates, estimates received from the third party agencies and are subject to changes in external circumstances
or costs, or in other financial condition, business or strategy, as discussed further below. Our management, in
accordance with the policies established by our Board of Directors from time to time, will have flexibility in
deploying the Net Proceeds and to deposit the Net Proceeds temporarily in deposits with one or more scheduled
commercial banks included in the Second Schedule of the Reserve Bank of India Act, 1939. We may, however,
require consents from certain third parties, including our lenders under our financing agreements, in order to
utilize the net proceeds of the Offer towards the above-mentioned objects of Offer. Based on the competitive
nature of our industry, we may have to revise our business plan and/ or management estimates from time to time
and consequently our funding requirements may also change. Our internal management estimates may differ from
the value that would have been determined by third party appraisals, which may require us to reschedule or
reallocate our expenditure, subject to applicable laws. In case of increase in actual expenses or shortfall in requisite
funds, additional funds for a particular activity will be met by any means available to us, including internal
accruals and additional equity and/or debt arrangements, and may have an adverse impact on our business,
financial condition, results of operations and cash flows. Accordingly, investors in the Equity Shares will be
relying on the judgment of our management regarding the application of the Net Proceeds. Further, pursuant to
Section 27 of the Companies Act, any variation in the Objects of the Offer would require a special resolution of
the shareholders and the promoter or controlling shareholders will be required to provide an exit opportunity to
the shareholders who not agree to such proposal to vary the Objects of the Offer, in accordance with applicable
law.

We have appointed a monitoring agency for monitoring the utilization of Net Proceeds in accordance with
Regulation 41 of the SEBI ICDR Regulations and the monitoring agency will submit its report to us on a quarterly
basis in accordance with the SEBI ICDR Regulations.

Further, the application of the Net Proceeds in our business may not lead to an increase in the value of your
investment. Various risks and uncertainties, including those set forth in this section “Risk Factors”, may limit or
delay our efforts to use the Net Proceeds to achieve profitable growth in our business.

7. The average cost of acquisition of Equity Shares for our Selling Shareholders may be lower than the Offer
Price.

The average cost of acquisition of Equity Shares for our Selling Shareholders may be lower than the Offer Price.
The details of the average cost of acquisition of Equity Shares held by our Selling Shareholders as at the date of
this Prospectus is set out below:

. Average cost of acquisition per

Name of persons Number of Equity Shares held* Equity Share (in 2)"
Promoters / Promoter Selling Shareholders
Kunhamed Bicha 17,430,799 2.15
Bhaskar Srinivasan 13,505,309 2.33
Promoter Group Selling Shareholders
T P Imbichammad#® 1,050,587 2.01
Mariyam Bicha® 482,650 3.79
Other Selling Shareholders
Anand Kumar 4,164,792 23.90
Sareday Seshu Kumar 3,396,079 0.01
Luguman Veedu Ediyanam 5,350,942 61.59

" Note: Pursuant to the certificate dated April 7, 2023, issued by Mohan & Venkataraman, Chartered Accountants.

# Computed based on the equity shares acquired/allotted/purchased (including acquisition pursuant to transfer and bonus issue). However,
the equity shares disposed off have not been considered while computing number of Equity Shares held.

&Also, Promoter Group Selling Shareholders.

For more details regarding weighted average cost of acquisition of Equity Shares by our Selling Shareholders and

build-up of Equity Shares by our Selling Shareholders in our Company, see “Capital Structure” beginning on
page 105.
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8. We face significant competitive pressures in our business, and our inability to compete effectively would
be detrimental to our business and prospects.

We face significant competition in our business. The markets for our products are characterized by factors such
as rapid technological change, the development of new end products and their rapid obsolescence, evolving
industry standards and significant price erosion over the life of a product. Our key competitors include Indian
EMS providers such as Dixon Technologies (India) Limited, Amber Enterprises India Limited, Elin Electronics
Limited, Syrma SGS Technology Limited, Kaynes Technology India Limited, VVDN Technologies Private
Limited and Bharat FIH Limited, SFO Technologies Private Limited, international providers such as Hon Hai
Precision Industry Co. Ltd. (Foxconn), Pegatron Corp, Quanta Computer, Inc., Compal Electronics, Inc., Wistron
Corp, Flex Ltd, Jabil, Inc., and Sanmina Corp. (source: F&S Report)

We may not be able to maintain our competitiveness in any of these areas with respect to any of our products. Our
efforts to offset pricing pressures, including strategies to collaborate with or integrate our services into our end
customers’ product development process to produce tailored solutions for new end products, advance our
technological capability, or enhance our production efficiency to reduce costs, may not be successful. Our existing
and potential competitors may equal or surpass us in terms of their financial, production, sales, marketing and
other resources. If we fail to compete effectively in the future, our business and prospects for growth could be
materially and adversely affected.

Further, our ability to be cost efficient is a critical factor in being preferred by our customers. The competitive
nature of the industry may result in substantial price competition. The industry could become even more
competitive if OEMs fail to significantly increase their overall levels of outsourcing or start manufacturing in-
house. This would result in an increasingly competitive market with a smaller market share for the existing players.
Increased competition could result in significant price competition, reduced revenues, lower profit margins, or
loss of market share, any of which would have a material adverse effect on our business, financial condition, and
results of operations.

Our customers may opt to transact with our competitors instead of with us or if we fail to develop and provide the
technology, quality and skills required by our customers at a rate comparable to our competitors. While we have
not yet faced any instances of loss of customers due to failure in technology, quality or workmanship in the past,
there cannot be any assurance that we will not lose customers due to such factors in the future There can be no
assurance that we will be able to competitively develop the higher value add solutions necessary to retain business
or attract new customers. There can also be no assurance that we will be able to establish a compelling advantage
over our competitors.

Further, a customer’s decision to outsource services is affected by its ability and capacity for internal
manufacturing and the competitive advantages of outsourcing. There can be no assurance that the customers will
continue to outsource or increase the share of outsourcing. If branded OEMs in the electronics market do not
continue to outsource the manufacturing of their products or reduce the amount of manufacturing outsourced by
them or if our customers decide to perform these functions internally or because they use other providers of these
services, our future growth could be limited and our sales and operating results may suffer.

9. Any defaults or delays in payment by a significant portion of our customers, may have an adverse effect
on our cash flows, results of operations and financial condition.

We are exposed to credit risk from our operating activities (primarily trade receivables) and from its financing
activities, including deposits with banks and other financial instruments. We also typically provide a credit period
to our customers ranging between 30 to 120 days. For instance, we provide an average credit period of 69 days to
our top ten customers. During Fiscals 2020, 2021 and 2022 and the eight months ended November 30, 2021 and
November 30, 2022, we incurred bad debts (i.e., allowance for expected credit loss (net)) amounting to 327.76
million, %(7.80) million, X15.99 million, ¥16.10 million and 9.39 million, respectively, which accounted for
0.43%, (0.11)%, 0.19%, 0.30% and 0.16% of our total income during the same period.

Set out below are details of our total trade receivables (current and non-current) for the periods indicated:
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Eight Eight
months % of months
ended total ended % of | Fiscal 2022 | % of |Fiscal 2021 9% of | Fiscal 2020 | 9% of
Novembe T Novembe | total (in X total (in ¥ total (in ¥ total
r 30, 2022 e r 30, 2021 income | million) | income | million) | income million) |income
(inX (inX
million) million)
Trade
Receivable
s (current| 1,733.67 2%234 1,400.74 | 25.76% | 1,773.73 |20.83% | 1,818.88 | 26.14% | 1,137.85 |17.42%
and non-
current)

Further, our total trade receivables (current and non-current) from our top ten customers as of March 31, 2020,
March 31, 2021 and March 31, 2022 and November 30, 2021 and November 30, 2022, were ¥412.10 million,
%1,324.17 million, %1,249.33 million, ¥936.97 million and X1,525.99 million, respectively, which accounted for
6.31%, 19.03%, 14.67%, 17.23% and 25.56% of the total income for the respective financial periods. Such
increase in our trade receivables impacted our cash flow, which we were able to offset through internal advances
and debt. While we have obtained insurance policies for credit risks, the coverage provided by the insurers may
not be sufficient to cover losses from credit defaults. Any default or delays in payment of receivables by our
customers including as a result of customer insolvency, may have an adverse effect on cash flows, results of
operations and financial condition. For instance, during the COVID-19 pandemic, while our customers have not
defaulted in payments, we have encountered delays in payments from our customers. Our trade receivables
increased by 59.85% from X1,137.85 million as of March 31, 2020 to X1,818.88 million as of March 31, 2021,
and marginally decreased by 2.48% to X1,773.73 million as of March 31, 2022. As of November 30, 2022, our
trade receivables further decreased marginally by 2.26% to %¥1,733.67 million.

10. Foreign exchange fluctuations may adversely affect our earnings and profitability.

We derive a significant portion of our revenues from outside India, which is denominated and transacted in foreign
currencies and subjects us to foreign exchange risk. In Fiscals 2020, 2021 and 2022 and the eight months ended
November 30, 2021 and November 30, 2022, our revenue from operations from outside India (revenues from
India for this purpose include (i) customers whose revenue is less than US$200,000 and (ii) other income) was
%4,066.32 million, %4,359.64 million, ¥5,296.55 million, X3,492.73 million and 3,453.83 million, respectively,
accounting for 62.26%, 62.65%, 62.19%, 64.24% and 57.86%, respectively, of our total income in the same
periods.

Further, certain of our transactions, such as imports of raw materials and components and payment of certain
expenses, are conducted in foreign currencies, and certain assets and liabilities are denominated in foreign
currencies. In addition, we have a subsidiary in the United States. We do not have a formal hedging policy and do
not enter into any hedging contracts. Accordingly, we may be subject to additional foreign currency exposure and
fluctuations in the exchange rates between the Indian Rupee and other currencies.

Further, we will face foreign currency transaction risk to the extent that the amounts and relative proportions of
various currencies in which our costs and liabilities are denominated deviate from the amounts and relative
proportions of the various currencies in which our sales and assets are denominated. Our gain/(loss) on foreign
currency fluctuations (net) was 265.03 million, nil, *41.55 million, ¥5.54 million and nil for Fiscals 2020, 2021
and 2022 and the eight months ended November 30, 2021 and November 30, 2022, respectively.

The impact of future exchange rate fluctuations among different currencies on our results of operations and
financial condition cannot be accurately predicted, and our attempts to mitigate the adverse effects of exchange
rate fluctuations may not be successful. Such exchange rate fluctuations may in the future have a material adverse
effect on our results of operations, financial condition and prospects in the future.

11. The global nature of our operations exposes us to numerous risks that could materially adversely affect
our financial condition and results of operations.

Our products are sold to customers in India and overseas, including North America and Europe. We also have a

subsidiary in the United States, namely ABV Electronics Inc. (doing business as Sienna Corporation) (“Sienna”),
to facilitate our overseas operations. As a result, we are subject to multiple and complex legal and regulatory
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requirements in the jurisdictions we operate. During Fiscals 2020, 2021 and 2022 and the eight months ended
November 30, 2021 and November 30, 2022, %4,066.32 million, ¥4,359.64 million, ¥5,296.55 million, ¥3,523.04
million and %3,377.15 million, which accounted for 62.26%, 62.65%, 62.19%, 64.80% and 56.57%, respectively
of our total income, was attributable to sales from the US. 22,157.21 million, 2,305.53 million, ¥2,888.93 million,
%1,772.29 million and %2,218.89 million, respectively, which accounted for 33.03%, 33.13%, 33.92%, 32.60%
and 37.17%, respectively of the total income, was attributable to sales in India during the same periods. The sales
attributable to others during the same periods was ¥413.18 million, ¥189.04 million, 3201.72 million, ¥118.67
million and ¥251.82 million, which accounted for 6.33%, 2.73%, 2.37%, 2.18% and 4.22%, respectively of the
total income (sales from others for this purpose include customers whose revenue is less than US$200,000).
Further, we import certain of our raw materials such as circuits, sensors and transistors from overseas suppliers
including WPG South Asia Pte Ltd, Macnica Cytech Pte Ltd, Elektronika Sales Private Limited and Le Champ

South East Asia Pte Ltd.

Set out below are details of import purchases by us and our Subsidiaries:

Subsidiary Eight months ended Eight months ended Fiscal 2022 Fiscal 2021 Fiscal 2020
November 30, 2022 November 30, 2021
Amount % of Amount % of Amount % of Amount % of Amount % of
of import import of import import of import import of import import of import import
purchases | purchases | purchases = purchases | purchases = purchases | purchases = purchases | purchases | purchases
(inX asa (inX asa (ink asa (ink asa (ink asa
million) | percentage | million) percentage | million) percentage | million) | percentage = million) percentage
of total of total of total of total of total
purchase purchase purchase purchase purchase

Avalon

Technologies 1,899.92 67.76 2,037.48 82.44 3,054.63 82.48 2,240.43 80.91 2,033.95 81.67

Limited

Avalon

Technology

and Services 368.66 44.74 281.92 39.71 400.15 35.55 251.13 41.66 308.48 52.99

Private

Limited

Sienna

ECAD

Technologies 1.09 8.72 0.09 0.64 0.92 5.99 1.85 12.58 0.91 4.78

Private

Limited

ABV

Electronics 1,616.24 63.28 129074 | 4157 1,375.37 30.26 2,018.88 55.59 1,443.39 45.89

Inc  (Sienna

Corporation)

Our customers, suppliers and us are subject to risks that are specific to each country in which we operate, as well
as risks associated with carrying out business operations on an international scale, including the following, the
occurrence of any of which may adversely affect our business, financial condition and results of operations:

COVID-19-related closures and other pandemic-related uncertainties in the countries in which we operate;
» Import and export regulations that could among others erode profit margins or restrict imports or exports;
» Changes in foreign exchange controls and tax rates;

« Foreign currency exchange rate fluctuations, including devaluations (also see “Risk Factors - Foreign
exchange fluctuations may adversely affect our earnings and profitability” on page 50);

» Changes in regional and local economic conditions, including local inflationary pressures;
« Difficulty of enforcing agreements and collecting receivables through certain foreign systems;
» Variations in protection of intellectual property and other legal rights;

» Changes in labor conditions/ related regulations and difficulties in staffing and managing international
operations;

+ Inability or regulatory limitations on our ability to move goods across borders;
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» Tariff barriers;

« Changes in laws and regulations;

» Social plans that prohibit or increase the cost of certain restructuring actions;
« The potential for nationalization of enterprises or facilities;

» Unsettled political conditions and possible terrorist attacks against countries where we sell our products or
have other interests;

» Economic cycle and demand for products in the international markets;
« Changes in accounting standards and interpretations;

» Coordinating and interacting with local representatives and counterparties to fully understand local business
and regulatory requirements; and

* Availability and terms of financing.

The COVID-19 pandemic has had, and may continue to have, a material adverse impact on our business and
results of operations. In March 2020, the World Health Organization designated COVID-19 as a pandemic, and
numerous countries, including India and the United States (the countries where our Company has its
manufacturing facilities), declared national emergencies in response to the COVID-19 pandemic. The global
impact of the COVID-19 pandemic continues, with many countries, including the countries where we have our
business operations, instituting quarantines and restrictions on travel, operations with reduced workforce, closing
financial markets and/or restricting trading, and limiting the operations of non-essential businesses.

In response to the COVID-19 pandemic, the Government of India (“Gol”’) imposed a nationwide 21 day lockdown
on March 24, 2020 from March 25, 2020 until April 14, 2020, which was subsequently extended until May 31,
2020. Further, from March 2021, there has been a substantial increase in the number of COVID-19 cases in India,
which led to additional lockdowns and movement restrictions in different places in India. Further, as a result of
the detection of new strains, evolving variants such as the ‘Omicron variant’ and subsequent waves of COVID-
19 infections throughout the world, we may be subject to further lockdowns or other restrictions in the subsequent
years, which may adversely affect our business operations.

As a consequence of these lockdowns, our supply chain was disrupted, large parts of our workforce were unable
to attend work at our manufacturing facilities, and social distancing requirements imposed further restrictions on
the number of people who could work in our production lines. Individuals’ ability to travel both within and outside
of India have been curtailed through mandated travel restrictions and may be further limited in the future. Since
late 2020 some of these measures have been lifted and partial travel has been permitted. These measures have
impacted and may have a further impact on our workforce and our operations in the jurisdictions in which we
operate, the business of our customers and suppliers.

Despite the lifting of the lockdown, there is significant uncertainty relating to the future development of COVID-
19, and the impact on our business may vary significantly from that estimated by our management from time to
time, and any action to contain or mitigate such impact, whether government-mandated or opted by us, may not
have the anticipated effect or may fail to achieve its intended purpose altogether, which makes it impossible for
us to predict with certainty the impact that COVID-19 will have on our business, operations or potential expansion
plans in the future. The COVID-19 pandemic has affected and may continue to affect our business, results of
operations and financial condition in a number of ways.

In the event that we are unable to anticipate and effectively manage these and other risks, it could have a material
and adverse effect on our business, our results of operations and financial condition. While we have not faced any
such material non-compliances in the past three years, failure to comply with applicable laws or regulations of
countries in which we have operations can lead to civil, administrative or criminal penalties, including fines or
the revocation of permits and licenses that may be necessary for our business activities.

Additionally, we will be required to procure certifications in addition to other quality standards which could be
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necessary for the products to be accepted by customers and the markets in which we export our products. As such,
we may need to obtain and maintain the relevant certifications so that our customers are able to sell their products
overseas, which include components that are manufactured by us. For more details on the various certifications
and accreditations in relation to our facilities located in the United States, see “Government and Other Approvals”
on page 481. While we have not faced any such material non-compliances in the past three years, our inability to
secure such license, or any other licenses, certification, registrations and permits in other jurisdictions in a timely
manner or at all, could result in operational delays or suspensions and/or administrative fines and penalties, which
could have a material adverse effect on the overall business, results of operations and financial condition.

Our future revenue growth also depends upon the adequacy and effectiveness of our supply chain infrastructure
spread across various countries and the successful management of our sales, marketing, support and service teams
in various countries where our facilities and current or potential customers are located. Moreover, the growth in
size or scope of our business, expansion of our footprint in existing regions in which we operate and entry into
new geographies also may expose us to regulatory regimes with which we have no prior direct experience. In
addition, the costs associated with entering and establishing ourselves in new markets, and expanding such
operations, may be higher than expected, and we may face significant competition in those regions. Any of these
developments, alone or in combination, could have a material adverse effect on our business, financial condition,
results of operations and cash flows.

12. We may not be able to successfully develop new production processes and adopt new original design
manufacturing capabilities if we are unable to identify emerging trends and are not able to predict
customer preferences.

The Electronic Manufacturing Services (“EMS”) industry is characterized by rapidly changing technology,
evolving industry standards, new service and product introductions and changing customer demands. Our ability
to anticipate changes in technology and to successfully adopt original design manufacturing (“ODM?”) capabilities
on a timely basis is a significant factor in our ability to remain competitive. We evaluate our production processes
and ODM capabilities on a regular basis, which is carried out based on our customer demand. Our future success
is dependent in part upon our ability to develop new production processes and enhance ODM capabilities which
meet evolving customers’ needs and successfully anticipate or respond to technological changes in production
processes in a cost-effective manner and on a timely basis.

There can be no assurance that we will be able to secure the necessary technological knowledge or will be
successful in developing new manufacturing processes and adopt new ODM capabilities that will allow us to
adapt to the changing customer requirements and consumer preferences. If we are unable to develop these in a
timely manner, or at all, we may be unable to effectively implement our strategies, and our business and results
of operations may be adversely affected.

We cannot assure you that we will be able to install and commission the equipment needed to manufacture
products for our customers. Our failure to successfully manufacture new products, enhance ODM capabilities or
failure by our customers to successfully launch new products, could materially adversely affect our results of
operations.

13. Our operating results may fluctuate from period to period, which may affect our business and financial
condition.

There is a risk that our operating results may fluctuate. Some of the principal factors affecting our operating results
include:

. our customers’ sales and future business prospect, purchasing patterns and inventory adjustments;

. terms and conditions of the contractual arrangements entered into with customers;

. the mix of the types of products we supply to our customers;

. our effectiveness in managing manufacturing processes, inventory management, making optimal use
of available manufacturing capacity;

. breakdown, failure, or substandard performance of equipment and our ability to repair them thereby

reducing the impact on manufacturing process;
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. timing of new technology development and requirement of our qualification in this technology by our

customers;
. new product introductions and delays in developing the capability to produce new products;
. our ability to manage the timing of our component purchases so that components are available when

needed for production, while avoiding the risks of purchasing such components in excess of immediate
production needs;

. our ability to obtain financing in a timely manner; and

. local conditions and events that may affect our production volumes, such as labor conditions and
political instability.

The occurrence of any such or other problems could materially and adversely affect our business, financial
condition, and results of operation. Thus, it is possible that in some future period our operating results or growth
rate may be below the expectations of investors.

14. We have had negative cash flows from operating activities in the past and may continue to have negative
cash flows in the future.

Our Company and certain of our Subsidiaries have had negative cash flows from operating activities in the past.
For instance, while our Company and Sienna ECAD had negative cash flows from operating activities in Fiscal
2022 and the eight months ended November 30, 2022, ATSPL and Sienna had negative cash flows from operating
activities in Fiscal 2021 and the eight months ended November 30, 2022.

Negative cash flows over extended periods, or significant negative cash flows in the short term, could materially
affect our ability to operate our business and implement our growth plans. For more information, see “Financial
Information — Restated Consolidated Financial Information” and “Management’s Discussion and Analysis of
Financial Condition and Results of Operations” on pages 325 and 444, respectively. Further, under Ind AS, any
grant of any stock options under the ESOP Scheme results in a charge to our profit and loss statement based on
the fair value of the ESOPs at the date when the grant is made and such expenses reduce our profitability to that
extent for the relevant fiscal year. For details of our outstanding ESOPs, see “Capital Structure - Employee Stock
Option Scheme” on page 115.

15. We have in the past entered into related party transactions and will continue to do so in the future and we
cannot assure you that we could not have achieved more favorable terms if such transactions had not been
entered into with related parties.

We have in the past entered into transactions with certain of our related parties and are likely to do so in the future.
For more information, see “Summary of the Offer Document — Summary of Related Party Transactions” on page
28. While we believe that all such transactions have been conducted on an arm’s length basis, we cannot assure
you that we could not have obtained more favorable terms had such transactions been entered into with unrelated
parties. Although all related party transactions that we may enter into post-listing, will be subject to board or
shareholders’ approval, as necessary under the Companies Act and the Listing Regulations, we cannot assure you
that such transactions in the future, individually or in the aggregate, will not have an adverse effect on our financial
condition and results of operations.

16. Our dependence on our Subsidiaries exposes us to significant risks.

We currently conduct a significant portion of our operations through our Subsidiaries. We rely on Sienna for
expanding our market share and business in the United States, and consequently our revenues, cash flows,
investment income, financing proceeds, dividends and other permitted payments. A significant diminution in the
value of our investment in our Subsidiaries may have an adverse effect on our financial condition, results of
operations and prospects. Set out below are details of the revenue from operations and profit generated by each
of our Subsidiaries (on a standalone basis) during Fiscals 2020, 2021 and 2022 and the eight months ended
November 30, 2021 and November 30, 2022:
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Subsidiary Eight months Eight months Fiscal 2022 Fiscal 2021 Fiscal 2020
ended November | ended November
30, 2022 30, 2021
Revenue | Profit | Revenu | Profit = Revenu @ Profit = Revenu @ Profi = Revenu | Profi
e e e t e t
(X million)
Avalon
Technology 115.3 127.7

and Services | 1,161.69 8' 1,004.05 | 77.82 | 1,639.96 8' 1,067.46 | 27.48 | 1,106.43 | 23.08
Private
Limited
ABV

IE'eC”F’”'CS 328005 | 85.82 | 352823 282 | 593333 | 279 | 453779 | 5840 | 397727 | 27.89

nc (Sienna 9 2

Corporation)
Sienna
ECAD

Technologies | 137.53 6.20 122.38 13.51 187.92 23.32 154.73 | 27.71 142.14 8.81
Private
Limited

As our subsidiaries are separate and distinct legal entities, they have no obligation to pay dividends and may be
restricted from doing so by law or contract, including applicable laws, charter provisions and the terms of its
financing arrangements. We cannot assure you that our Subsidiaries will generate sufficient profits and cash flows,
or otherwise be able to pay dividends to us in the future. In addition, our financial condition may be adversely
affected, if our equity stake in our Subsidiaries is diluted or if they cease to be our Subsidiaries.

17. Our business requires us to obtain and renew certain accreditations, licenses and permits from
government, regulatory authorities including in relation to quality standards and the failure to obtain or
renew them in a timely manner may adversely affect our business operations.

Our business requires us to obtain and renew from time to time, certain business, tax, employment and foreign
trade related approvals, licenses, registrations and permits under various regulations, guidelines, circulars and
statutes regulated by authorities such as the Government of India, the State Governments and certain other
regulatory and government authorities, for operating our business such as consent to operate issued by the District
Environmental Engineer, Tamil Nadu Pollution Control Board, registration and license to work a factory issued
by the Directorate of Industrial Safety and Health, Government of Tamil Nadu, certificate of building stability
and fire service license issued by the District Officer, Fire and Rescue Service Department, amongst others, all of
which are subject to numerous conditions. Further, our Company has won the e-auction conducted by the MEPZ
for the property located at MEPZ, Kadaperi, Taluk Tambaram, Chengalpattu District, Chennai. While a sale deed
dated July 6, 2022 and February 21, 2023 have been executed by our Company and one of our Material
Subsidiaries, ATSPL, respectively, the applications for obtaining necessary approvals are yet to be made by our
Company and ATSPL.

Failure by us to renew, maintain or obtain the required permits or approvals at the requisite time may result in the
interruption of our operations and may have an adverse effect on our business, financial condition and results of
operations. Further, we cannot assure that the approvals, licenses, registrations and permits issued to us would not
be suspended or revoked in the event of non-compliance or alleged non-compliance with any terms or conditions
thereof, or pursuant to any regulatory action. Any failure to renew the approvals that have expired or apply for
and obtain the required approvals, licenses, registrations or permits, or any suspension or revocation of any of the
approvals, licenses, registrations and permits that have been or may be issued to us, may impede our operations.
For more information in relation to the details of validity of the material approvals, please see “Government and
Other Approvals” on page 481.

Each of our facilities are accredited with global quality standards and certifications including 1SO 9001:2015,
IATF 16949:2016, AS 9100D, NADCAP certification for special process and 1SO 13485 certifications for quality
management, environment and health and safety system. In addition, we have obtained Research Design and
Standards Organization approval, Centre for Development of Telematics approval and approval from the Defense
Research and Development Organization.

Receipt of certifications and accreditations under the standards of quality is important for the success and wide
acceptability of our products and also required to be maintained under certain purchasing agreements with our
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customers for specific products. If we fail to comply with the requirements for applicable quality standards, or if
we are otherwise unable to obtain or renew such quality accreditations in the future, in a timely manner, or at all,
our business and prospects may be adversely affected.

In addition, we are subject to quality requirements and strict technical specifications and audits by our customers.
Our failure to comply with the quality standards and technical specifications prescribed by such customers may
lead to loss of business from such customers and could negatively impact our reputation, which would have an
adverse impact on our business prospects and results of operations.

18. While our Company will receive proceeds from the Fresh Issue, it will not receive any proceeds from the
Offer for Sale portion, and the Selling Shareholders, that include our Promoters, certain members of our
Promoter Group and certain of our Directors, shall be entitled to the Offer Proceeds to the extent of the
Equity Shares offered by them in the Offer for Sale. Our Promoters, certain members of our Promoter
Group and certain of our Directors, are therefore interested in the Offer in connection with the Equity
Shares offered by them in the Offer for Sale.

In addition to the Fresh Issue from which our Company will receive proceeds, the Offer includes an Offer for Sale
by the Selling Shareholders. The Selling Shareholders will receive the entire proceeds from the Offer for Sale
(after deducting applicable Offer Expenses) and our Company will not receive any part of such proceeds from the
Offer for Sale. The Selling Shareholders include our Promoters namely, Kunhamed Bicha and Bhaskar Srinivasan,
and members of our Promoter Group, namely, T P Imbichammad, Mariyam Bicha, and our Directors, namely
Luguman Veedu Ediyanam and Saredey Seshu Kumar. The Selling Shareholders including our Promoters, certain
members of our Promoter Group and certain of our Directors as indicated above, shall be paid in proportion to
their respective portions of the Offered Shares, transferred pursuant to the Offer for Sale. For more information,
see “Capital Structure” and “Objects of the Offer” on pages 105 and 124, respectively.

19. Our Company proposes to utilize part of the Net Proceeds for repayment or pre-payment, in full or in part,
of all or certain borrowings availed by our Company and one of our Material Subsidiaries, ATSPL and
accordingly, the utilization of that portion of the Net Proceeds will not result in creation of any tangible
assets.

Our Company intends to utilize a part of the Net Proceeds for repayment or pre-payment, in full or in part, of all
or certain borrowings availed by our Company and one of our Material Subsidiaries, ATSPL. The details of the
loans identified to be repaid or prepaid using the Net Proceeds have been disclosed in the section titled “Objects
of the Offer” on page 124 of this Prospectus. However, the repayment of the loans identified by us are subject to
various factors including, pre-payment penalty. While we believe that utilization of Net Proceeds for repayment
of secured loans would help us to reduce our cost of debt and enable the utilization of our funds for further
investment in business growth and expansion, the pre-payment of loans will not result in the creation of any
tangible assets for our Company.

20. The objects of the Offer include funding working capital requirements of our Company, which is based on
certain assumptions and estimates.

The objects of the Offer include funding working capital requirements of our Company, which is based on
management estimates and certain assumptions. For more information in relation to such management estimates
and assumptions, please see “Objects of the Offer” on page 124.

Our working capital requirements may be subject to change due to factors beyond our control including force
majeure conditions, an increase in defaults by our customers, non-availability of funding from banks or financial
institutions. Accordingly, such working capital requirements may not be indicative of the actual requirements of
our Company in the future and investors are advised to not place undue reliance on such estimates of future
working capital requirements.

21. The strict quality requirements and delivery schedules at pre-determined prices for our products that we
are required to comply with, may result in our incurring significant expenses. Any failure to do so may
adversely affect our reputation, financial conditions, cash flows and results of operations.

Given the nature and high engineering quality of our products, our customers have high and exacting standards

for product quality as well as delivery schedules. Adherence to quality standards is a critical factor in our
manufacturing process as any defects in the products manufactured by our Company or failure to comply with the
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technical specifications of our customers may lead to cancellation of the orders placed by our customers. Further,
any failure to make timely deliveries of products in the desired quantity and price as per our customers’
requirements may also result in the cancellation of orders placed by our customers and may adversely affect our
reputation and goodwill. Prior to placing the orders, there is a detailed review process that is undertaken by most
of our customers. This may involve inspection of our manufacturing facilities, review of the manufacturing
processes, review of the raw materials and product pricing, review of our financial capabilities, technical review
of the designs and specification of the proposed product, review of our logistical capabilities across geographies,
review of the target price by the purchase team of the customer and multiple inspection and review of prototypes
of the product. This is an extensive and stringent process undertaken by our customers. We are therefore subject
to a stringent quality control mechanism at each stage of the manufacturing process and are required to maintain
the quality and precision level for each product. As a result, we are required to incur expenses to maintain our
quality assurance systems such as forming a separate team of engineers responsible for quality and assurance in
the manufacturing processes, which as of November 30, 2022, comprised 206 engineers. This is undertaken by an
independent quality control department in our Company, which is responsible for ensuring quality in respect of
all aspects of our operations. While we have not faced any instances of product recalls, cancellations or adverse
remarks from third party audits in the past, we have received certain remarks in on quality and other minor non-
conformances from our customers, which have been immediately redressed. Such non-conformances include
review of our contingency plans and updating of failure mode effect analysis, which have been timely addressed
and for which we have duly issued corrective and preventive actions reports. However, we cannot assure you that
we will not receive product recalls or cancellations, or will be able to effectively manage quality issues raised by
our customers in the future. We incurred ¥1.07 million, ¥1.69 million, %2.30 million, 2.17 million and %0.90
million as approximate costs to maintain our quality systems (excluding cost of inspection equipment) in Fiscals
2020, 2021 and 2022 and the eight months ended November 30, 2021 and November 30, 2022, respectively,
which accounted for 0.02%, 0.03%, 0.03%, 0.04% and 0.02%, respectively, of our total expenses during the same
period.

Further, receipt of certifications and accreditations in relation to the standards of quality under various regulations,
guidelines, circulars and statutes regulated by authorities such as the Government of India, the State Governments
and certain other regulatory and government authorities is important for the success and wide acceptability of our
products. For more information, see “Internal Risks - We may be subject to financial and reputational risks due
to product quality and liability issues which may have an adverse effect on our business, financial condition and
results of our operations” at page 66 and “Internal Risks - Our business requires us to obtain and renew certain
accreditations, licenses and permits from government, regulatory authorities including in relation to quality
standards and the failure to obtain or renew them in a timely manner may adversely affect our business
operations” at page 55.

We obtain work orders from our customers based on price quotations and estimates. In the event we are unable to
deliver or manufacture these products at agreed prices, our business, results of operation and reputation may be
adversely affected. Further, our customers rely on our ability to deliver the finished products in a timely manner.
Any failure to meet our customers’ expectations and specifications, including the inability to meet Indian and
international regulatory quality standards or manufacture and deliver products in a timely manner, could also
result in the cancellation or non-renewal of contracts or purchase orders. We will continue to spend a portion of
our future revenues to manage our customer expectations, including product quality, a failure of which may
negatively impact our reputation and profitability.

22. Our business and results of operations are dependent on the contracts that we enter into and/or purchase
orders that we enter into. Any breach of the conditions under these contracts may adversely affect our
business and results of operations.

We typically enter into short-term contracts and purchase orders with our customers which, depending on the
customer, may contain terms and conditions which include among others the nature and specification of products
to be manufactured and supplied by us, details of vendors for raw materials that are approved by some of our
customers, manner of inspection and testing of products manufactured, representation and warranties made by us
in relation to our manufacturing capabilities, process to be followed in case of defects, steps to ensure compliance
with applicable laws, quality of products, undertakings in relation to protection of intellectual property of our
customers, indemnification of our customers due to our negligence or breach of any term of the agreement, defect
warranties in relation to the products manufactured or assembled by us. At times we may have to agree with
certain onerous terms laid down by our customers. Such onerous terms may have an effect on our future growth
including expansion of customer base. While we have not faced any breach of customer contracts in the past, we
cannot assure you that such breach will not occur in the future.
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While we consider all factors internally prior to entering into such contractual agreements, we cannot assure that
we will not enter into such agreements in the future. This may result in potential loss of customers as we may not
be able to manufacture products for such customers in the future as we may not be willing to work with them.
Additionally, non-compliance with the terms of the contractual arrangements may lead to among other damages
or penalties, termination of the agreements and will also result in us being unable to attract further business in the
future.

23. Our operations depend on the availability of timely and cost-efficient transportation and other logistic
facilities and any prolonged disruption may adversely affect our business and results of operations.

Our operations depend on the timely transport of raw materials to our manufacturing facilities and of our products
to our customers in India and overseas. In some cases, our orders are on ex-works basis and transportation of
products from our facilities is the responsibility of the customer.

We typically rely on a variety of common carriers such as cargo/passenger airlines, shipping lines and trucking
companies to transport our materials from our suppliers and finished products to our customers. While we do not
enter into formal agreements with such third party logistics provider, we execute rate contracts with such
providers. Problems suffered by any of these common carriers, including natural disasters, pandemics, labor
problems, increased energy prices, or criminal activity, could result in shipping delays for products or materials,
increased costs or other supply chain disruptions, and could therefore have a negative impact on our ability to
receive products from suppliers and deliver products to customers, resulting in a material adverse effect on our
business and operations. For instance, during the COVID-19 pandemic, our transportation and logistics facilities
were affected. The limited availability of the shipping and airline facilities, together with container shortage and
high logistics costs, led to delays and losses in procuring supplies of our components, and transporting our
products to our customers. Further, we incurred additional costs amounting to an aggregate of ¥1.44 million in
Fiscals 2021 and 2022, in arranging transportation for our employees. While we have obtained insurance policies
for transportation and logistics facilities, such insurance policies do not provide coverage for cost of any delays
in transportation. In addition, any compensation received from such insurers or third party transportation providers
may be insufficient to cover the cost of any disruption and will not repair damage to our relationships with our
affected customers. We may also be affected by an increase in fuel costs, as it will have a corresponding impact
on freight charges levied by our third party transportation providers.

24. We may be subject to significant risks and hazards when operating and maintaining our manufacturing
facilities, for which our insurance coverage might not be adequate.

We generally perform scheduled and unscheduled maintenance and operating and other asset management
services. Our operations are subject to hazards inherent in manufacturing facilities such as risk of equipment
failure, work accidents, fire, earthquakes, flood and other force majeure events, acts of terrorism and explosions
including hazards that may cause injury and loss of life, severe damage to and the destruction of property and
equipment and environmental damage.

During the manufacturing process, we may be exposed to various risks which we may not be able to foresee. Our
insurance coverage may not be adequate to cover such loss or damage to life and property, and any consequential
losses arising due to such events will affect our operations and financial condition. Further, in addition to the
above, any such fatal accident or incident causing damage or loss to life and property, even if we are fully insured
or held not to be liable, could negatively affect our reputation, thereby making it more difficult for us to conduct
our business operations effectively, and could significantly affect our business, availability of insurance coverage
in the future and our results of operations. The occurrence of any one of the above events may result in our being
named as a defendant in lawsuits asserting claims for substantial damages, including for personal injury and
property damage and fines and/or penalties.

Our insurance coverage of assets and stocks as of November 30, 2022 was 4,737.72 million and our insurance
coverage as a percentage of our total assets was 110.94% during the same period. While we have not faced any
instances of insurance claim rejection in the past three years and we believe that the insurance coverage that we
maintain is in accordance with industry standards, there can be no assurance that any claim under the insurance
policies maintained by us will be honored fully, in part or on time, or that we have taken out sufficient insurance
to cover all material losses. For example, in the year 2020, a fire accident occurred in our magnetics division due
to which we incurred losses amounting to ¥22.97 million, out of which we recovered 318.44 million through our
insurance claims. To the extent that we suffer loss or damage for which we did not obtain or maintain insurance,
that is not covered by insurance or exceeds our insurance coverage, the loss would have to be borne by us and our
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cash flows, results of operations and financial performance could be adversely affected. In the event that our
Company files a claim under the applicable insurance policy, there is no assurance that we will be able to recover
all, or part of the losses incurred.

25. Failure to maintain optimal inventory levels could increase our inventory holding costs and adversely
affect our operations and financial condition.

There may be significant fluctuations in the demand for our original equipment manufacturing (“OEM”)
customers’ products, which increases the difficulty for us to maintain optimal levels of inventory. We may not be
able to anticipate our OEM customers’ demand accurately. We frequently need to manage long lead times in
inventory sourcing and procurement, and rely on resource planning systems such as our company-wide ERP
system to manage and co-ordinate all resources, information and functions of the business on a real-time basis,
which also helps us to track customer demands and assists us in maintaining optimum inventory levels. For more
information, see “Our Business — Information Technology” on page 256. We may from time to time increase the
amount of inventory we retain in anticipation of customer demand, such as periods when our OEM customers
indicate to us that a new, high volume end product will soon be announced to the public, or potential material
shortages such as the chipset shortage. However, we may not have sufficient inventories of components at any
given time to meet sharp increases in our customers’ requirements. If the demand for our services is weaker than
anticipated, or if a customer reduces or cancels orders after we have increased our inventory levels, or is unable
or unwilling to accept delivery of our finished products for any reason, we may experience problems with
excessive inventory of components and other supplies and semi-finished goods, which could increase our
inventory holding costs and adversely affect our operations and financial condition. For instance, during the
COVID-19 pandemic, we experienced a decrease in demand of our products including sheet metal fabrication in
the aerospace industry. Further, in order to mitigate losses from any potential supply disruption, we retain an
increased component/raw material inventory, which has had and may in the future have an adverse impact on our
business and results of operations. For instance, during the COVID-19 pandemic, we increased our
component/raw material inventory by 11.13% in Fiscal 2021 amounting to ¥1,129.85 million as compared to
%1,016.71 million in Fiscal 2020, which further increased by 71.21% in Fiscal 2022 amounting to %1,934.46
million, leading to inventory pile up which further had an adverse impact on our cash flows. Our component/raw
material inventory as of the eight months ended November 30, 2022 is ¥2,545.07 million, an increase of 31.56%
compared to Fiscal 2022.

26. Non-compliance with increasingly stringent safety, health, environmental and labor laws and other
applicable regulations, may adversely affect our business, results of operations, cash flows and financial
condition.

Our operations generate pollutants and waste, some of which may be hazardous and therefore, we are subject to
various laws and government regulations, including in relation to safety, health, environmental protection and
labor. These laws and regulations impose controls on air and water discharge, disposal of bio-medical waste,
storage, transport, handling, disposal, employee exposure to hazardous substances and other aspects of our
manufacturing operations. Improper handling or storage of these materials could result in accidents, injure our
personnel, property and damage the environment. We obtain the requisite registrations and approvals from time
to time and aim to prevent such hazards by training our personnel, conducting industrial hygiene assessments and
employing other prescribed safety measures. The occurrence of any such event in the future could have an adverse
effect on our business, results of operations, cash flows and financial condition.

Electronic waste is also subject to e-waste regulations, including the E-Waste Management Rules, 2016 which
requires proper disposal with approved vendors. Further, laws and regulations may limit the amount of hazardous
and pollutant discharge that our manufacturing facilities may release into the air and water. The discharge of
materials that are chemical in nature or of other hazardous substances into the air, soil or water beyond these limits
may cause us to be liable to regulatory bodies or third parties. We may be impleaded in any environmental legal
proceedings in the course of our business due to non-compliances with terms and conditions of regulatory
approvals or authorizations.

In addition, environmental, health and safety laws, regulations and standards in India have increasingly become
more stringent. The scope and extent of the new environmental regulations, including their effect on our
operations, cannot be predicted with any certainty. In case of any change in environmental or pollution regulations,
we may be required to invest in, among other things, environmental monitoring, pollution control equipment and
other expenditure to comply with environmental standards. We may incur increased costs, invest in, among other
things, environmental monitoring, pollution control equipment and other expenditure to comply with
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environmental standards and other burdens relating to compliance with such new requirements, which may also
require significant management time and other resources, and any failure to comply with any existing or future
regulations applicable to us may result in fines, revocation of operating permits, legal proceedings, including
public interest litigation, being commenced against us, third party claims or the levy of regulatory fines, or
shutdown of our manufacturing facilities. This will adversely affect our business, results of operations, cash flows
and prospects. For more information, see “External Risks — Changing laws, rules and regulations and legal
uncertainties, including adverse application or interpretation of corporate and tax laws, may adversely affect our
business, prospects and results of operations” on page 73.

Further, our facilities located in the United States are subject to various federal, state and local environmental and
safety laws enforced by agencies including the United States Environmental Protection Agency and the
Occupational Safety and Health Administration. Numerous permits or other authorizations are required under
these laws for the operation of our facilities which subject to revocation, modification and renewal.

While we have not been subject to any environmental proceedings or penalties in the past, we could incur
substantial costs and our products could be restricted from entering certain markets, and we could face other
sanctions, if we were to violate or become liable under environmental laws or if our products become non-
compliant with applicable regulations in the future. Our potential exposure includes fines and civil or criminal
sanctions, third party property damage or personal injury claims and clean-up costs. The amount and timing of
costs under environmental laws are difficult to predict. We are also subject to the laws and regulations governing
employees in such areas as minimum wage and maximum working hours, overtime, working conditions, health
and safety, hiring and termination of employees, contract labor and work permits. These include the Factories
Act, 1948, Contract Labour (Regulation and Abolition) Act, 1970, Payment of Wages Act, 1936, among others.
For more information, see “Key Regulations and Policies” on page 258. These regulations may also apply to
facilities and services we provide to our employees and contract workers through third party contractors, including
dormitory accommodations (and related catering facilities) and transportation. A failure by us or our contractors
to comply with the relevant labor regulations, could lead to enforced shutdowns and other sanctions imposed by
the relevant authorities, as well as the withholding or delay in receipt of regulatory approvals for our new products.
We may be involved in future litigation or other proceedings, or be held liable in any litigation or proceedings
including in relation to labor, safety, health and environmental matters, the costs of which may be significant.

Furthermore, we expect the focus on environmental, social and corporate governance matters, particularly for
publicly listed companies, to intensify. This will require greater accountability to our public (including
institutional) shareholders, as well as our OEM customers and, possibly, their ultimate consumers. We expect the
compliance and reporting costs of environmental, social and corporate governance matters to increase. If we are
unable to achieve and demonstrate the required level of environmental, social and corporate governance
compliance, our business and reputation will be adversely affected.

27. Failure to maintain confidential information of our customers could adversely affect our reputation,
business, financial condition and results of operations.

We typically agree to confidentiality terms with our customers for whom we undertake manufacturing. As per
these agreements, we are required to keep confidential, the know-how and technical specifications provided to us
by these customers. While we have not faced any breach of the confidentiality agreements with our customers in
the past, there is no assurance that such breach will not occur in the future. In the event of any breach or alleged
breach of our confidentiality agreements with our customers by us or our employees, these customers may
terminate their engagements with us and/or initiate litigation for breach of contract, seeking damages and
compensation from us. While we have not faced such instances in the past three years, any assertion of
misappropriation of confidential information or the intellectual property of our customers against us, if successful,
could have an adverse effect on our business, financial condition and results of operations. Even if such assertions
against us are unsuccessful, they may cause us to incur reputational harm and substantial cost.

28. We have incurred capital expenditure in the past and will continue to do so in the future, and such
expenditure may not yield the benefits we anticipate. Our proposed capacity expansion plans relating to
our manufacturing facilities are subject to the risk of unanticipated delays in implementation and cost
overruns.

We may incur capital expenditure in the coming future in the ordinary course of business. In Fiscals 2020, 2021

and 2022 and the eight months ended November 30, 2021 and November 30, 2022, our capital expenditure
towards additions to fixed assets including machinery and equipment were ¥170.36 million, 3192.14 million,
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%159.42 million, *55.05 million and %215.12 million, respectively, accounting for 2.61%, 2.76%, 1.87%, 1.01%
and 3.60%, respectively, of our total income. Further, our capital work-in-progress were 226.69 million, nil,
%19.65 million, ¥1.66 million and X134.93 million, respectively, accounting for 0.41%, nil, 0.23%, 0.03% and
2.26%, respectively, of our total income, during the same periods. Further, during Fiscals 2020, 2021 and 2022
and the eight months ended November 30, 2021 and November 30, 2022, our Return on Capital Employed was
26.83%, 21.26%, 27.41%, 15.96% and 17.58%, respectively, our cost of debt was 15.26%, 8.51%, 7.19%, 4.66%
and 5.58%, respectively, and our return on net worth (excluding non-controlling interest) was 25.19%, 40.36%,
85.86%, 49.00% and 28.17%, respectively, during the same period.

Our capital expenditure plans are subject to a number of variables, including revenue growth, cash flow,
availability of reasonably priced capital and profitability. We may also require additional financing in order to
expand and upgrade our existing manufacturing facilities as well as to construct new facilities. For instance, we
have recently added SMT lines machinery to our facilities in Chennai, Tamil Nadu and Bengaluru, Karnataka.
Further, we have acquired a new manufacturing facility spread over a total built up area of 93,552 sq. ft. in the
Special Economic Zone (SEZ), Chennai. However, we cannot assure you that our operations will be able to
generate cash flows sufficient to cover such costs. Further, financing required for such investments may not be
available to us on acceptable terms, or at all, and we may be restricted by the terms and conditions of our existing
or future financing agreements. If we decide to raise additional funds through the incurrence of debt, our interest
obligations will increase, which could significantly affect financial measures such as our earnings per share.

Further, while we have not faced any instances of our inability to secure sufficient financing in the past, any such
inability to obtain sufficient financing in the future could result in the delay, reduction or abandoning of our
development and expansion plans. As a result, if adequate capital is not available, there could be an adverse effect
on our business and results of operations. The actual amount and timing of our future capital requirements may
differ from our estimates as a result of, among other things, unforeseen delays or cost overruns, unanticipated
expenses, regulatory changes, engineering design changes, weather-related delays and technological changes.

Consequently, we cannot assure you that any expansion or improvement of our manufacturing facility, will be
completed as planned or on schedule, or that we will achieve our increased planned output capacity or operational
efficiency. While we have not faced such instances in the last three years, if we experience significant delays in
the implementation of our expansion plans or if there are significant cost overruns in the future, the overall benefit
of such plans to our revenues and profitability may decline. If the expenditure that we incur does not produce
anticipated or desired results, our profitability, cash flows and financial condition will be adversely affected.

29. There are outstanding litigation against our Company, Promoters, Directors and Subsidiaries. An adverse
outcome in any of these proceedings may affect our reputation and standing and impact our future
business and could have a material adverse effect on our business, financial condition, results of
operations and cash flows.

As of the date of this Prospectus, we are involved in certain tax, regulatory and criminal legal proceedings which
are pending at different levels of adjudication before various courts, tribunals, forums and appellate authorities.
We cannot assure you that these legal proceedings will be decided in our favor. For instance, we have received
notices from the Office of Joint Director, Directorate of Enforcement, Chennai Zonal Office under the provisions
of the FEMA and the Prevention of Money Laundering Act, 2002, seeking clarifications, details and documentary
evidence, required to be submitted by our Company within the stipulated time period. For more information, see
“Outstanding Litigation and Material Developments — Outstanding litigation proceedings against our Company
— Outstanding actions by regulatory or statutory authorities” on page 474. Decisions in proceedings adverse to
our interests may have a significant adverse effect on our business, financial condition, results of operations and
cash flows. In relation to tax proceedings, in the event of any adverse outcome, we may be required to pay the
disputed amounts along with applicable interest and penalty and may also incur additional tax incidence going
forward. Additionally, one of our Subsidiaries, Sienna ECAD had received letter dated December 15, 2020 from
its designated authorised dealer bank (“AD Bank™) highlighting non-compliance in relation to the requirement of
filing annual performance reports (“Form APR”) in relation to investments made in its erstwhile subsidiary
ECAD Technologies Inc. under applicable laws. While the AD Bank has submitted Form APR and Sienna ECAD
has received acknowledgment from RBI for the periods 2007, 2008, 2009 and 2010, the submission by the AD
Bank of Form APR for the period 2011 is currently in process. Additionally, Sienna ECAD may be required to
file an application for compounding for delayed submission of Form APR. However, there can be no assurance
on the outcome of such application and that Sienna ECAD may be subject to penalties in relation to such delays.
For more information, see “Outstanding Litigation and Material Developments — Outstanding litigation
proceedings against Subsidiaries — Outstanding actions by regulatory or statutory authorities” on page 477.
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A summary of pending material civil, tax and criminal proceedings involving our Company, Promoters, Directors,
and Subsidiaries, as identified by our Company pursuant to the materiality policy adopted by our Board is provided
below:

Disciplinary
actions by the . Aggregate
. Criminal Tax SlEilgy Olf SEBI or gtock Mat_epal gr%ot?nt
NEITE @ A 87 Proceedings Proceedings R oG Exchange ol involved (X
Proceedings " Litigation = . " ..
against our in million)
Promoters
Company
By the Company NIL NIL NA NA NIL NIL
Against the NIL 7 6" NA NIL 42.73*
Company
Directors™
By our Directors NIL NIL NA NA NIL NIL
Against the NIL 2 NIL NA NIL Not
Directors quantifiable
Promoters™
By Promoters NIL NIL NA NA NIL NIL
Against Promoters NIL 2 NIL NIL NIL Not
quantifiable
Subsidiaries
By Subsidiaries NIL NIL NA NA NIL NIL
Against NIL 4 2 NA NIL 30.18%
Subsidiaries

“Includes three separate notices received from the Office of the Joint Director, Directorate of Enforcement, Chennai Zonal Office as disclosed
in “Outstanding Litigation and Material Developments — Outstanding litigation proceedings against our Company — Outstanding actions by
regulatory or statutory authorities on page 474.

" Includes details of proceedings involving the Promoters who are also Directors.
#To the extent quantifiable.

The amounts claimed in these proceedings have been disclosed to the extent ascertainable and include amounts
claimed jointly and severally. If any new developments arise, such as a change in Indian law or rulings against us
by appellate courts or tribunals, we may need to make provisions in our financial statements that could increase
our expenses and current or long-term liabilities or reduce our cash and bank balance. For more information, see
“Outstanding Litigation and Other Material Developments” on page 474.

30. Our continued success is dependent on our senior management and skilled manpower. Our inability to
attract and retain sufficient number of skilled manpower and key personnel or the loss of services of our
senior management may have an adverse effect on our business prospects.

We are led by our promoters, Kunhamed Bicha and Bhaskar Srinivasan, each of who have more than two decades
of experience in the EMS industry, and have been instrumental in the growth of our business. Our Key Managerial
Personnel and Senior Management Personnel include, Michael Robinson, R M Subramanian, Kesavan P, Shamil
Bicha and Arjun Balakrishnan, each of who have significant experience and have contributed to the growth of our
business, and our future success is dependent on the continued services of our Key Managerial Personnel and
Senior Management Personnel. For more information, see “Our Management” on page 282.

An inability to retain a sufficient number of skilled manpower and/or key personnel may have an adverse effect
on our operations. Our ability to execute orders and to obtain new customers also depends on our ability to attract,
train, motivate and retain highly skilled professionals, particularly at managerial levels. We might face challenges
in recruiting suitably skilled personnel, particularly as we continue to grow and diversify our operations. In the
future, we may also not be able to compete with other larger companies for suitably skilled personnel due to their
ability to offer more competitive compensation and benefits. The loss of any of the members of our senior
management team, our executive directors or other key personnel or an inability on our part to manage the attrition
levels; may materially and adversely impact our business, results of operations, financial condition and growth
prospects. During Fiscals 2020, 2021 and 2022 and the eight months ended November 30, 2021 and November
30, 2022, the average monthly attrition of permanent employees was 113, 77, 76, 70 and 73, respectively. Our
average attrition rates (for permanent employees) in Fiscals 2020, 2021 and 2022 and the eight months ended
November 30, 2021 and November 30, 2022 was 6.09%, 4.79%, 4.76%, 4.46% and 4.34%, respectively,
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calculated for each period by dividing the number of resignations during such period by the average number of
employees as of the first day and last day of such period.

The success of our business is also dependent upon our ability to hire, retain, and utilize qualified personnel,
including engineers, designers and other corporate management professionals who have the required experience
and expertise. From time to time, it may be difficult to attract and retain qualified individuals with the requisite
expertise and we may not be able to satisfy the demand from customers for our services because of our inability
to successfully hire and retain qualified personnel. Such skilled personnel may also not be easily available in the
market. If we cannot attract and retain qualified personnel, it could have a material adverse impact on our business,
financial condition, and results of operations. Moreover, we may be unable to manage knowledge developed
internally, which may be lost in the event of our inability to retain employees.

31. The activities carried out at our manufacturing facilities can cause injury to people or property in certain
circumstances.

The activities carried out at our manufacturing facilities may be potentially dangerous to our employees. While
we employ safety procedures in the operation of our manufacturing facilities and maintain what we believe to be
adequate insurance including insurance policies for accidents, there is a risk that an accident may occur at any of
our manufacturing facilities. An accident may result in personal injury to our employees, or the labor deployed at
our facilities, destruction of property or equipment, manufacturing or delivery delays, environmental damage, or
may lead to suspension of our operations and/or imposition of liabilities. For example, in the year 2020, a fire
accident occurred in our magnetics division due to which we incurred losses amounting to 22.97 million, out of
which we recovered ¥18.97 million through our insurance claims. Further, a show cause notice under the Factories
Act, 1948 was issued to ATSPL in relation to such fire incident. Further, while we have not encountered any
fatalities, our employees have faced certain injuries in our facilities. We have not faced any legal actions for such
employee injury as of November 30, 2022, however, any such future accident may result in litigation, the outcome
of which is difficult to assess or quantify, the cost to defend such litigation can be significant and our insurance
may not be sufficient to provide complete coverage. As a result, the costs to defend any action or the potential
liability resulting from any such accident or death or arising out of any other litigation, and any negative publicity
associated therewith, may have a negative effect on our business, financial condition, results of operations, cash
flows and prospects.

32. Our inability to manage the expansion of our products range, customer base, assembly and manufacturing
capacities, and execute our growth strategy in a timely manner or within budget estimates, or our inability
to meet the expectations to track the changing preferences of our customers or other stakeholders could
have an adverse effect on our business, results of operations and financial condition.

The diversification and expansion of our portfolio is primarily driven by the needs of our customers and
technological advancements in the industry. Our inability to manage the expansion of our products range,
customer base and manufacturing capacities, and execute our growth strategy in a timely manner or within budget
estimates, or our inability to meet the expectations to track the changing preferences of our customers or other
stakeholders could have an adverse effect on our business, results of operations and financial condition. We intend
to continue expanding operations in high growth sunrise industry sectors such as clean energy and emerging
communication technologies, customer base within the US and Indian markets, technological capabilities and
manufacturing capacities to among others, improve operational efficiencies, sales and profitability. For more
information, see “Our Business — Strategies” at page 234.

Our future prospects will depend on our ability to grow our business and operations, which could be affected by
many factors, including customer acceptance of products, development of new products and maintaining the
quality of our products, general political and economic conditions in the geographies in which we operate,
government policies or strategies in respect of specific industries, prevailing interest rates, price of equipment and
raw materials.

33. We may not be able to manage the growth of our business effectively or continue to grow our business at
a rate similar to what we have experienced in the past.

We have grown rapidly and substantially over prior years, including by expanding our internal resources, through

acquisitions, and we intend to continue to focus on rapid growth, including through organic growth and additional
acquisitions. However, there can be no assurance that our growth will continue at a rate similar to what we have
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experienced in the past. If we fail to expand at a sufficiently rapid pace, we may lose market share and customers
to our competitors.

Our growth has placed, and continues to place, significant demands on our internal administrative infrastructure,
our managerial, technical and operational capabilities as well as our financial, management and other internal risk
control systems. We will need to continually improve existing procedures and controls, as well as implement new
transaction processing, operational and financial systems, and procedures and controls to expand, train and
manage our employee base. In addition, continuous expansion increases the challenges involved with our ability
to:

e maintain high levels of operational control, management, customer satisfaction and quality standards;
e recruiting, training and retaining sufficient skilled management, technical and operational personnel; and
e improve our operations and technology systems and maintain risk management standards.

Our ability to execute our growth strategies will also depend, among other things, on our ability to identify key
target segments correctly, diversify and differentiate our service offering and pricing to compete effectively, and
scale up and grow our logistics network. We will also need to manage relationships with a greater number of
customers as we expand. We cannot assure you that our current policies and systems will adequately address these
challenges, or that new risks will not arise as a result of our growth which we have not anticipated. If one or a
combination of the above-mentioned factors were to arise, we may not be able to continue to grow our business
which could materially and adversely affect our business, financial condition, results of operations and cash flows.

34. We may not be able to optimally utilize our backward integration to enhance and support our business,
which may affect our operations and profitability.

We strive to provide fully integrated end-to-end product and solution suite to our customers ranging from sourcing
raw materials from various countries, manufacturing, quality testing and packaging to logistics. The backward
integration of our manufacturing facilities enable us to be cost efficient, reduce dependency on third party
suppliers (providing components) and control quality of components used in the manufacture of products. Among
others, we have in-house manufacturing of components and sub-assemblies, which supports all our product
verticals. We rely on our backward integration for timely and quality manufacturing of our products to fulfil our
customers’ demands.

We have in the past faced instances where components were not available through our in-house manufacturing in
a timely manner. For instance, in Fiscal 2020, a disruption in machine casting supplies from our supplier led to a
disruption in our in-house manufacturing facilities which led to inconsistent machine casting supplies to our sheet
metal and PCBA divisions. While we did not incur any material losses due to such disruption, if we face any
disruptions or malfunctions at any of our facilities as a result of which the components required for manufacturing
the end products are not available on time in the future, we may have to procure such components from third party
suppliers which may not be available at short notice in the volume required by us, within the timelines required
by us or at the rates favorable to us which may have an adverse effect on our profitability and results of operations.
Such failure to procure quality components on time may also cause our customers to terminate our agreements.

35. We have in the past been in non-compliance with certain reporting requirements under FEMA, within the
prescribed period.

Our Company had filed an application for compounding of offences dated March 4, 2022 for certain allotments
made by our Company in the calendar years 2005, 2006, 2007 and 2016 before the General Manager, Foreign
Exchange Department, Reserve Bank of India, in respect of non-compliances under Paragraphs 9(1)(A), 9(1)(B)
and Paragraph 8 of Schedule | of the Foreign Exchange Management (Transfer or issue of Security by a Person
Resident outside India) Regulations, 2000 vide Notification No. FEMA/ 16 /RB-2000 dated May 3, 2000, as
amended (“Rules”), issued under the FEMA which prescribes filing of advance remittance form, Form FC-GPR
within 30 days and the allotment of shares after receipt of funds within 180 days. RBI disposed off the
compounding application through its order dated August 1, 2022, with directions to our Company to pay an
amount aggregating to 1.12 million, which was paid by our Company on August 4, 2022. For more information,
see “Capital Structure — Share Capital history of our Company — Equity Share Capital” at page 105. Further,
there was a delay in filing of Form FC-GPR, Form FC-TRS and Form DI with the RBI in relation to share swap
pursuant to acquisition of ATSPL by our Company during the year of 2019. For more information, see “History
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and Certain Corporate Matters — Acquisition of Avalon Technology and Services Private Limited (“ATSPL”)”
at page 274. Our Company through its letter dated June 4, 2022, sought for condonation of the delay and waiver
of the late submission fee aggregating to an amount of 0.9 million, which was rejected by the RBI through its
letter dated December 27, 2022. Accordingly, our Company made the payment of the late submission fee on
December 29, 2022. However the remaining requests to waive late submission fees (for two Form FC-TRS and
one Form DI) are currently pending determination by the RBI and there can be no assurance that such request will
be favourably considered by RBI or if we may be subject to additional penalties. Further, there can be no assurance
that such lapses will not occur in the future, or that we will be able to rectify or mitigate such lapses in a timely
manner or at all. For more information, see “Outstanding Litigation and Material Developments — Outstanding
litigation proceedings against our Company — Outstanding actions by regulatory or statutory authorities” on page
474,

36. Our business prospects and continued growth depends on our ability to access financing at competitive
rates and competitive terms, which amongst other factors is dependent on our credit rating. Any downgrade
of our credit ratings may restrict our access to capital and thereby adversely affect our business and results
of operations.

Our business depends on our ability to obtain funds at competitive rates. The cost and availability of capital,
among other factors, is also dependent on our current and future results of operations and financial condition, our
ability to effectively manage risks, our brand and our credit ratings. We may not be able to avail the requisite
amount of financing or obtain financing at competitive interest rates if we fail to have favorable results of
operations. Set out below are our credit ratings obtained by credit rating agencies during Fiscal 2020, 2021 and
2022 and the eight months ended November 30, 2021 and November 30, 2022:

Rating agency Credit Rating
Eight Eight Fiscal Fiscal Fiscal
months months 2022 2021 2020
ended ended

November = November
30, 2022 30, 2021
Acuité Ratings and Research Limited BBB- BBB- BBB- BB+ BB+
India Ratings and Research Private Limited BBB- BBB- BBB- BBB- -
“Rating information from Acuité Ratings and Research Limited and India Ratings and Research Private Limited. These ratings were solicited
by us, and Acuité Ratings and Research Limited and India Ratings and Research Private Limited have been compensated for the provision of
these ratings.
™ Meaning of ratings in terms of repayment of debt: Acuité Ratings and Research Limited: BBB- indicates securities to have moderate degree
of safety regarding timely servicing of financial obligations. Such securities carry moderate credit risk and BB+ indicates securities to have
moderate risk of default regarding timely servicing of financial obligations; India Ratings and Research Private Limited: BBB- indicates
“Stable”. In January 2023, our Company s rating was upgraded to BBB from BBB- by India Ratings and Research Private Limited, indicating
“Rating watch with positive implications”.
™ Acuité Ratings and Research Limited and India Ratings and Research Private Limited are independent agencies which have no relationship
with our Company, our Promoters or any of our Directors.

There has been no downgrade to our credit ratings during these periods. Any further downgrade made to our credit
ratings could lead to high borrowing costs and limit our access to capital and lending markets and, as a result,
could adversely affect our business. In addition, downgrades of our credit ratings could increase the possibility of
additional terms and conditions being added to any new or replacement financing arrangements. For more
information, see “Financial Indebtedness” starting at page 471.

37. Our production capacity may not correspond precisely to its production demand which may affect our
results of operations.

Capacity utilization is an important factor in our operations and is used to determine the potential output that can
be produced if full capacity was used. At present we do not utilize the full capacity available to produce certain
products. For instance, the percentage utilization of our plastics/injection molded plastics facilities in Fiscals 2020,
2021 and 2022 and the eight months ended November 30, 2021 and November 30, 2022 were 39%, 38%, 53%,
38% and 22%, respectively. Further, the percentage utilization of our sheet metal fabrication facilities in Fiscals
2020, 2021 and 2022 and the eight months ended November 30, 2021 and November 30, 2022 were 62%, 55%,
60%, 48% and 46%, respectively. The percentage utilization of our cable and wire harness assembly facilities in
Fiscals 2020, 2021 and 2022 and the eight months ended November 30, 2021 and November 30, 2022 were 45%,
58%, 59%, 54% and 60%, respectively.

For more information, see “Our Business — Electronics Manufacturing Services” on page 241.
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Underutilization of the production line may result in lower profit margins. We closely coordinate with customers
to have in place regular capacity reports and action plans for common reference and future capacity utilizations.
While we closely collaborate with our customers to understand the required technology roadmaps, anticipate
changes in technological requirements, and discuss possible future solutions, any mismatch in production demand
and our production capacity can adversely affect our profitability or results of operations.

38. We may be subject to financial and reputational risks due to product quality and liability issues which may
have an adverse effect on our business, financial condition and results of our operations.

The contracts and purchase orders we enter into with our customers typically include warranties that the products
we deliver will be free from defects and perform in accordance with specifications agreed with the customers. To
the extent that products shipped by us to our customers do not, or are not deemed to, satisfy such warranties, we
could be responsible for repairing or replacing any defective products, or, in certain circumstances, for the cost of
effecting a recall of all products which might contain a similar defect, as well as for consequential damages. We
are also subject to claims from our customers if end products sold by our customers fail to perform due to defects
attributable to us. If any of the products sold by us fail to comply with applicable quality standards, it may result
in customer dissatisfaction, which may have an adverse effect on our business, sales and results of operations.
From time to time, due to human or operational error, orders may not meet the specifications required by those
customers and may therefore be rejected by customers. While we have not faced any instances of product recalls
or cancellations in the past, we have received certain quality issues from our customers, which have been
immediately redressed by us. However, we cannot assure you that we will not receive product recalls or
cancellations, or will be able to effectively manage quality issues raised by our customers in the future. Any
ongoing issues with products not meeting required specifications could reduce our revenue and negatively impact
our reputation and financial performance.

While we undertake sample-based testing of our products in accordance with the agreements entered into with
customers and adjust prices of our products where we provide warranties, the possibility of future product failures
could cause us to incur substantial expense to replace defective products, provide refunds or resolve disputes with
our customers through litigation, arbitration or other means. There can be no assurance that we will be able to
recover any losses incurred as a result of product liability in the future from any third party, or that defects in the
products sold by us, regardless of whether we are responsible for such defects, would not adversely affect our
standing and reputation in the marketplace and customer relationships, result in monetary losses and have a
material adverse effect on our business, financial condition and results of operations.

39. We are required to comply with certain restrictive covenants under our financing agreements. Any non-
compliance may lead to, amongst others, suspension of further drawdowns, which may adversely affect
our business, results of operations and financial condition.

As of January 31, 2023 our total outstanding borrowings amounted to 3,241.17 million. Our ability to pay interest
and repay the principal for our indebtedness is dependent upon our ability to manage our business operations and
generate sufficient cash flows to service such debt. Any additional indebtedness we incur may have significant
consequences, including, without limitation, requiring us to use a significant portion of our cash flow from
operations and other available cash to service our indebtedness, thereby reducing the funds available for other
purposes, including capital expenditures, acquisitions, and strategic investments; reducing our flexibility in
planning for or reacting to changes in our business, competition pressures and market conditions; and limiting our
ability to obtain additional financing for working capital, capital expenditures, acquisitions, share repurchases, or
other general corporate and other purposes.

Our financing arrangements include conditions that require us to obtain respective lenders’ consent prior to
carrying out certain activities and entering into certain transactions. Failure to meet these conditions or obtain
these consents could have significant consequences on our business and operations. These covenants vary
depending on the requirements of the financial institution extending such loan and the conditions negotiated under
each financing agreement. Certain of the corporate actions that require prior consents from certain lenders of our
Company and Subsidiaries include, amongst others, changes to the shareholding pattern of our Company, changes
or dilution below prescribed limits in the shareholding of our Promoters, transacting with any bank other than the
lender, changes in the Board of Directors, constitution of our Company or in the management control of our
Company, issuing corporate guarantees, diversification into non-core business areas, extension of any loan or
making investments in our Subsidiaries, changes to the capital structure of our Company and changes in the MoA
and AoA of our Company. While we have obtained consents in relation to the Offer from the lenders of our
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Company under the existing financing agreements, we are yet to receive a consent from a lender of one of our
Material Subsidiaries, ATSPL, for changes to the constitution of its board of directors undertaken to comply with
the requirements of the SEBI Listing Regulations to appoint one of our Company’s independent directors on the
board of our Material Subsidiaries. Further, while we have not yet faced any instances of non-compliance of our
financing agreements in the past, any failure to comply with such covenants in the future may restrict or delay
certain actions or initiatives that we may propose to take from time to time.

In addition, we have provided corporate guarantees in relation to certain loans taken by our related parties. For
instance, as of November 30, 2022, we have provided a corporate guarantee to Indian Bank for a working capital
loan to Avalon Technology & Services Private Limited with a sanctioned amount of 500 million. Any invocation
of corporate guarantee issued by our Company for the loans availed by such related parties, could materially and
adversely affect our financial condition. For more information, see “Financial Indebtedness” starting at page 471.

Further, during the COVID-19 period, our total borrowings increased by 18.86% from %2,484.81 million as of
March 31, 2020 to %2,953.32 million as of March 31, 2021, and marginally decreased by 0.43% to 32,940.53
million as of March 31, 2022. It further increased by 7.60% to 3,164.03 million as of November 30, 2022. During
such period, the Government of India has provided certain moratoriums on interest payments and we have
obtained such moratoriums under certain of our borrowings. Further, in the previous two fiscal years, we have
obtained loans in relation to COVID-19 assistance under the Paycheck Protection Program in the United States,
which could be forgiven subject to meeting certain conditions and such loans were forgiven in Fiscal 2022. While
we have not faced any instances of defaults in payment of loans or rescheduling of loans in the past, there is no
assurance that such instances will not occur in the future.

A failure to observe the covenants under our financing arrangements or to obtain necessary waivers may lead to
the termination of our credit facilities, acceleration of amounts due under such facilities, suspension of further
access/withdrawals, either in whole or in part, for the use of the facility and/or restructuring of our debt.

40. Our operational flexibility may be limited in certain respects on account of our obligations under some of
our major customer agreements and purchase orders.

We have entered into among others, customer agreements, master service level agreements, tooling agreements,
quality assurance agreement, non-disclosure agreements, stocking agreements, component liability agreements
and purchase orders with our customers. Due to committed delivery schedules at a pre-agreed price, we may not
be able to adequately adjust our inventory and raw material costs in the event of an unanticipated change or
cancellation in orders from our customers and we may, therefore, in certain events, incur additional costs that we
are unable to pass through to our customers or be required to write off certain expenses.

While various terms of our customer agreements and purchase orders with customers generally allow us a right
of consultation as to difficulties faced by us or provide for certain decisions or adjustments to be made as per
mutual agreement, our customers are generally permitted under the terms of such agreements to exercise a high
level of discretion. For instance, our customers reserve the right at any time to direct changes, or cause us to make
changes, to drawings and specifications of the goods or to otherwise change the scope of the work covered by our
contracts and purchase orders. Price and time for performance resulting from such changes are equitably adjusted
by our customers based on supply of documentation in such form and detail as required by our customer.
Consequently, we are exposed to the risk that our submissions or requests as to price adjustments or delivery
schedules or otherwise may not be agreed to by our customers or our customers may not accede to provide
consents sought by us. Any such significant operational constraint may adversely affect our business, financial
condition, results of operations and cash flows.

41. We and our customers may not be able to anticipate and adapt to technological changes which may have
an adverse effect on our business, financial condition and results of our operations.

Our industry is characterized by rapid technological changes, evolving industry standards such as evolution of
clean energy, and the frequent introduction of new products and enhancements. Our ability to continue using our
technology resources to improve our production efficiency depends on factors both within and outside our control
and may be constrained by the distinct characteristics and production requirements of individual products or
specific customers. While we have not faced any major technological disruptions in the past, we cannot assure
you that such disruptions will not occur in the future. Further, if our customers are unable to anticipate and rapidly
adapt to technological changes, our business and results of operations will be materially and adversely affected.
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42. If we are unable to protect our intellectual property or if we infringe the intellectual property rights of
others, our business, financial condition, cash flows and results of operations may be adversely affected.

While we have obtained trade mark registration for our old corporate logo, we do not own any registered
intellectual property such as trademarks, including trademark registration of our current corporate logo «& Avalon
” as of the date of this Prospectus, we often use the intellectual property of our customers for whom we undertake
manufacturing and are subject to confidentiality provisions typically under non-disclosure agreements that we
execute with such customers. While we have not faced any breach or alleged breach of such confidentiality
provisions in the last three years, any such breach or alleged breach in the future could have an adverse impact on
our financial condition and results of operations. Further, an application under class 40 for registration of our
current corporate logo has been made and published in the Trade Mark Journal under section 20(1) of the Trade
Marks Act. We may also be required to negotiate licenses or sub-licenses from third parties, which may not be
available on favorable terms, or at all. Failure to obtain the right to use third party intellectual property, or to use
such intellectual property on commercially acceptable terms, could preclude us from selling or manufacturing
certain products leading to a loss of market share and competitive presence, which may have an adverse impact
on our financial condition and results of operations.

The defense of intellectual property suits and related legal and administrative proceedings can be both costly and
time-consuming and may significantly divert the efforts and resources of our technical and management
personnel. We may not achieve a favorable outcome in any such litigation. While we have not experienced any
instances of infringement of intellectual property or related litigation in the past three years, there is no assurance
that such instances will not occur in the future and if any claim is adversely determined against us in any of such
potential litigation or proceedings, we could be subject to significant liability to third parties. As a result, we may
be required to pay ongoing royalties, or redesign our manufacturing, production and design processes and services.
We could further be subject to injunctions prohibiting the production or sale of our products or the use of our
technologies. Protracted litigation could also result in our existing or potential customers deferring or limiting
their purchase or use of our products until resolution of such litigation. Regardless of their merits, such claims
could materially and adversely affect our relationships with current or future customers, result in costly litigation,
delay or disrupt supply of products, divert management’s attention and resources, subject us to significant
liabilities, or require us to cease certain activities.

43. Our Promoters and members of our Promoter Group will continue to retain significant shareholding in
our Company after the Offer, which will allow them to exercise significant influence over us.

After the completion of the Offer, our Promoters and members of our Promoter Group will collectively hold a
minimum of 20% of our outstanding Equity Shares. Accordingly, our Promoters and members of our Promoter
Group will continue to exercise significant influence over our business and all matters requiring shareholders’
approval, including the composition of our Board of Directors, the adoption of amendments to our certificate of
incorporation, the approval of mergers, strategic acquisitions or joint ventures or the sales of substantially all of
our assets, and the policies for dividends, lending, investments and capital expenditures. There can be no assurance
that our Promoters will exercise their rights as shareholders to the benefit and best interests of our Company. The
interests of our Promoters and Promoter Group, as our Company’s significant shareholders, could be different
from the interests of our other Shareholders and their influence may result in change of management or control of
our Company, even if such a transaction may not be beneficial to our other Shareholders. Further, any differences
or disagreements among our Promoters may adversely affect the business and management of our Company.

44, Our failure to comply with trade restrictions such as economic sanctions and export controls could
negatively impact our reputation and results of operations.

We may be subject to trade restrictions, including economic sanctions and export controls, imposed by
governments around the world with jurisdiction over our operations, which prohibit or restrict transactions
involving certain designated persons and certain designated countries or territories. Our failure to successfully
comply with these laws and regulations may expose us to reputational harm as well as significant sanctions,
including criminal fines, imprisonment, civil penalties, disgorgement of profits, injunctions, debarment from
government contracts, and other remedial measures. Investigations of alleged violations can be expensive and
disruptive. As part of our business, we may, from time to time, engage in limited sales and transactions involving
certain countries that are targets of economic sanctions, provided that such sales and transactions are authorized
pursuant to applicable economic sanctions laws and regulations. However, we cannot predict the nature, scope, or
effect of future regulatory requirements, including changes that may affect existing regulatory authorizations, and
we cannot predict the manner in which existing laws and regulations might be administered or interpreted.
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In addition, any perceived or actual breach of compliance by us with respect to applicable laws, rules, and
regulations could have a significant impact on our reputation and could cause us to lose existing customers,
prevent us from obtaining new customers, negatively impact investor sentiment about our Company, require us
to expend significant funds to remedy problems caused by violations and to avert further violations, and expose
us to legal risk and potential liability, all of which may have a material adverse effect on our reputation, business,
financial condition, and results of operations.

45. Our manufacturing facilities and our Registered and Corporate Office are located on land parcels that are
not owned by us and are held by us on a leasehold basis. In the event we lose or are unable to renew such
leasehold rights, our business, financial condition and results of operations may be adversely affected.

As of the date of this Prospectus, all of our manufacturing facilities and offices, including our Registered and
Corporate Office, are held on a leasehold basis. Our Registered and Corporate Office is located at B7, First Main
Road, MEPZ, Tambaram, Chennai — 600045, Tamil Nadu, India and is leased to us by MEPZ, Ministry of
Commerce and Industry until December 31, 2027 by way of a lease deed dated February 25, 2020. We operate
our manufacturing facilities in the United States in Freemont, California and Atlanta, Georgia and in India in
Chennai, Tamil Nadu and Bengaluru, Karnataka. For more information, see “Our Business — Property” on page
257.

We cannot assure you that we will be able to renew or register our leases on commercially acceptable terms, or at
all. In the event that we are required to vacate our current premises, we would be required to make alternative
arrangements and we cannot assure that the new arrangements will be on commercially acceptable terms. If we
are required to relocate our business operations or shut down our manufacturing facilities, we may suffer a
disruption in our operations or have to pay increased charges, which could have an adverse effect on our business,
prospects, results of operations, cash flows and financial condition.

In addition, any regulatory non-compliance by the lessor or us or adverse development relating to the lessors’ title
or ownership rights to such properties, may entail significant disruptions to our operations, especially if we are
forced to vacate the leased spaces following such developments. If our sales do not increase in line with our rent
and costs, including setup and interior design costs, our profitability and results of operations could be adversely
affected.

46. Fraud, theft, employee negligence or similar incidents may adversely affect our results of operations and
financial condition.

Our operations may be subject to incidents of theft or damage to inventory. The business may also encounter some
inventory loss on account of employee theft, vendor fraud and general administrative error. While we have not
experienced any such instance in the past, there can be no assurance that we will not experience any fraud, theft,
employee negligence, security lapse or similar incidents in the future, which could adversely affect our results of
operations and financial condition. Additionally, the insurance policies obtained by us may not be adequate and
we cannot assure you that the losses due to theft, fire, breakage or damage caused by other casualties will recover
any amounts lost, such losses, could adversely affect our results of operations and financial condition.

47. We engage contract workers for carrying out certain functions of our business operations. In the event of
non-availability of such contract workers at reasonable cost, any adverse regulatory orders or any default
on payments to them by the agencies could lead to disruption of the manufacturing facilities and our
business operations.

We engage independent contractors through whom we engage contract workers for performance of certain
functions at our manufacturing units and at our offices. While we have not faced any breach of agreements
executed with such independent contractors as of November 30, 2022, there is no assurance that such breach will
not occur in the future. As at November 30, 2022, we engaged a total of 204 contract workers/ temporary
employees. Although we do not engage these contract workers directly, we are responsible for any wage payments
to be made to such laborers in the event of default by their respective independent contractors. Any requirement
to fund such defaulted wage requirements may have an adverse impact on our results of operations and our
financial condition.

Our industry is labor intensive and our dependence on contract labor may result in significant risks for our
operations, relating to the cost, availability and skill of such contract laborers in India and the United States, as
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well as contingencies affecting availability of such contract labor during peak periods in labor intensive sectors
such as ours. There can be no assurance that we will have adequate access to skilled and unskilled workmen at
reasonable rates. Any increase in the cost of labor or failure to procure availability of labor due to any other reason,
in India and the United States, will adversely affect our business, financial condition, result of operations and cash
flows.

48. Cyber risk and the failure to maintain the integrity of our operational or security systems or infrastructure,
or those of third parties with which we conduct business, could have a material adverse effect on our
business, consolidated financial condition and consolidated results of operations.

Cyber threats are rapidly evolving and are becoming increasingly sophisticated. Our Company expects to continue
to experience cyber threats from time to time, which pose a risk to the security of our systems and networks and
the confidentiality, availability and integrity of our data. While we have not faced any such disruption in the last
three years, any disruption or failure in the future in the physical infrastructure or operating systems that support
our businesses and customers, or cyber-attacks or security breaches of our networks or systems, could result in
the loss of customers and business opportunities, legal liability, regulatory fines, penalties or intervention, other
litigation, regulatory and legal risks and the costs associated therewith, reputational damage, reimbursement or
other compensatory costs, remediation costs, increased cybersecurity protection costs, additional compliance
costs, increased insurance premiums, and lost revenues, damage to the Company's competitiveness, share price,
and long-term shareholder value, any of which could materially adversely affect our business, financial condition
and results of operations.

While we attempt to mitigate these risks, our systems, networks, products, solutions and services remain
potentially vulnerable to advanced and persistent threats. We also maintain and have access to sensitive,
confidential or personal data or information in certain of our businesses that is subject to privacy and security laws
and regulations. Despite our efforts to protect such sensitive, confidential or personal data or information, our
facilities and systems and those of our customers and third party service providers may be vulnerable to security
breaches, theft, fraud, misplaced or lost data, Acts of God, programming and/or human errors that could lead to
the compromising of sensitive, confidential or personal data or information, improper use of our systems, software
solutions or networks, unauthorized access, use, disclosure, modification or destruction of information, defective
products, manufacturing downtimes and operational disruptions, which in turn could adversely affect our
consolidated financial condition and consolidated results of operations.

49. Acquisitions, strategic investments, partnerships or alliances may be difficult to integrate, and may
adversely affect our financial condition and results of operations.

We may, from time to time, look for opportunities to acquire businesses or enter into strategic partnerships or
alliances. For instance, we acquired Sienna ECAD in Fiscal 2009. If we choose to grow through acquisitions, we
may face risks including: (i) difficulties integrating the personnel, operations, technology, internal controls and
financial reporting of companies we acquire into our operations; (ii) disruption of our ongoing business and
diversion of the attention of our management; (iii) potential loss of skilled professionals and established customer
relationships of the businesses we acquire; (iv) unforeseen or hidden liabilities or costs post-acquisition; (v)
regulatory hurdles in closing an acquisition; and (vi) challenges in achieving the expected benefits of synergies
and growth opportunities in connection with these acquisitions and alliances. In addition, acquisitions may result
in impairment of goodwill and other intangible assets, adversely affecting our financial condition and results of
operations. These difficulties could disrupt our ongoing business, distract our management and employees and
increase our expenses. We may not be able to achieve the strategic purpose of such acquisition or operational
integration or our targeted return on investment.

50. Our Promoters, certain of our Directors, Key Managerial Personnel and Senior Management Personnel
may have interests other than reimbursement of expenses incurred and normal remuneration or benefits.

Our Promoters, certain of our Directors, Key Managerial Personnel and Senior Management Personnel are
interested in our Company and Subsidiaries, in addition to regular remuneration or benefits and reimbursement of
expenses from our Company and Subsidiaries, and such interests are to the extent of their shareholding and
shareholding of their relatives in our Company, payment of dividend or distributions thereon. For the payments
that are made by our Company to related parties including remuneration to our Directors, our Key Managerial
Personnel and our Senior Management Personnel, see “Summary of the Offer Document — Summary of Related
Party Transactions” on page 28. Our Promoters, Kunhamed Bicha and Bhaskar Srinivasan have given personal
guarantees under the working capital and term loan facilities sanctioned to our Company and our Subsidiary and
may be considered to be interested, to the extent of such aforesaid guarantees are provided. For more information,
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see “History and Certain Corporate Matters” on page 271. As Shareholders of our Company, our Promoters,
Directors or Key Managerial Personnel or Senior Management Personnel, may take actions with respect to our
business which may conflict with the interests of the minority shareholders of our Company. For more
information, see “Our Management” and “Our Promoters and Promoter Group” on pages 282 and 304,
respectively.

51. We have issued Equity Shares during the preceding 12 months at prices that may be lower than the Offer

Price.

We have, in the 12 months preceding the filing of this Prospectus, issued Equity Shares at prices that may be
lower than the Offer Price, details of which are set out below:

Date of Number of Transfer price/
transfer/ Equity Shares Nature of Nature of cmﬁ i\t/alslrj]i?:r issue price per
allotment of allotted/ transaction consideration q (yi) equity
Equity Shares transferred share )
June 27, 2022 47,900,100 Bonus issue® NA 2.00 NA
October 20, 2022 798,339 Private Cash 2.00 375.78
placement®
Conversion of
February 14, 97,796 Preference NA® 2.00 357.890)
2023
Shares
February 20, Private
2023 1,173,543 placement® Cash 2.00 426.06

(6]

@

(©)]

@

®)

Bonus issue of Equity Shares in the ratio 6:1 authorised by a resolution of our Board dated June 24, 2022 and a resolution of our
Shareholders dated June 27, 2022.

Pursuant to the share subscription agreement dated October 20, 2022 amongst UNIFI Financial Private Limited, Bhaskar Srinivasan,
Kunhamed Bicha, and our Company, 798,339 Equity Shares of our Company were allotted to UNIFI Financial Private Limited. For
details, see “History and Certain Corporate Matters” on page 271.

No consideration was received by our Company at the time of conversion. The amount of consideration for the Equity Shares disclosed
in the table above reflects the amount paid by the allottees at the time of subscription to the Preference Shares. For details, see “Capital
Structure — Preference Share Capital” on page 108.

Conversion of Preference Shares. For details, see “Capital Structure — Terms of conversion of Preference Shares” on page 109.

Pursuant to the share subscription agreement dated February 8, 2023 amongst Ashoka India Equity Investment Trust Plc, Bhaskar
Srinivasan, Kunhamed Bicha, and our Company, 1,173,543 Equity Shares of our Company were allotted to Ashoka India Equity
Investment Trust Plc. For details, see “History and Certain Corporate Matters” on page 271.

Our Company has undertaken two Pre-IPO Placements dated October 20, 2022, and February 20, 2023. The
details of the Equity Shares issued by the Company to the Pre — IPO Placements investors, and comparison of the
issue price against the Offer Price is as follows:

Date of the Pre — Name of the Number of Issue price per | Offer Price | Difference between
IPO Placement allottee of the Pre | Equity Shares | Equity Share (in (in%) the issue price of the
— IPO Placements issued %) Pre — IPO

Placements and the
Offer Price (in )

October 20, 2022 | N!F! Financial 798,339 375.78 60.22
Private Limited
Ashoka India 436.00

February 20, 2023 Equity Investment 1,173,543 426.06 9.94

Trust Plc

For further details, see “History and Certain Corporate Matters” on page 271.

The details of the Equity Shares sold by the Promoters to the Pre — IPO Placements investors is as follows:
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Date of the Name of the Name of the Number of Transfer Offer Difference
transfer transferor transferee Equity price per Price (in between the issue
Shares Equity 3) price of the Pre —
transferred = Share (in ) IPO Placements
and the Offer
Price (in )
November Bhaskar UNIFI Financial
11, 2022 Srinivasan Private Limited 266,113 375.78 60.22
Ashoka India
February Kunhamed Equity
22,2023 Bicha Investment 234,708 426.06 436.00 9.94
Trust Plc
February Bhaskar India Acord
23,2023 Srinivasan Fund Limited 234,708 426.06 9.94

For further details, see “Capital Structure — Build-up of Promoters’ shareholding, Minimum Promoter’s
Contribution and lock-in” on page 110. The price at which our Company has issued the Equity Shares in the past
is not indicative of the price at which they will be issued or traded.

52. Our ability to pay dividends in the future will depend on our earnings, financial condition, working capital
requirements, capital expenditures and restrictive covenants of our financing arrangements.

Our ability to pay dividends in the future will depend on our earnings, financial condition, cash flow, working
capital requirements, capital expenditure and restrictive covenants of our financing arrangements. For more
information, see “Dividend Policy” on page 310. The declaration and payment of dividends will be recommended
by our Board of Directors and approved by our Shareholders, at their discretion, subject to the provisions of the
Avrticles of Association and applicable law, including the Companies Act, 2013. We may retain all future earnings,
if any, for use in the operations and expansion of the business. As a result, we may not declare dividends in the
foreseeable future. Any future determination as to the declaration and payment of dividends will be at the
discretion of our Board and will depend on factors that our Board deems relevant. We cannot assure you that we
will be able to pay dividends in the future. Accordingly, realization of a gain on Shareholders’ investments will
depend on the appreciation of the price of the Equity Shares. There is no guarantee that our Equity Shares will
appreciate in value.

53. We have certain contingent liabilities that have not been provided for in our financial statements, which
if they materialize, may adversely affect our financial condition.

As of November 30, 2022, our contingent liabilities that have not been accounted for in the Restated Consolidated
Financial Information were as follows:

Particulars G
(X million)
Income tax demand 29.26
Provident fund demand 6.57
Indirect tax matters 1.36
Total 37.19

Our contingent liabilities may become actual liabilities. If a significant portion of these liabilities materialize, it
could have an adverse effect on our business, financial condition, results of operations and cash flows. Further,
there can be no assurance that we will not incur similar or increased levels of contingent liabilities in the current
Fiscal or in the future. For more information, see “Financial Statements - Restated Consolidated Financial
Information” on page 325.

54. This Prospectus contains information from industry sources including the commissioned industry report
from F&S.

We have availed the services of an independent third party research agency Frost & Sullivan (India) Private
Limited (“F&S”) to prepare the report titled “Market Assessment for India EMS Industry” (the “F&S Report”),
for purposes of inclusion of such information in this Prospectus to understand the industry in which we operate
pursuant to an engagement agreement. The F&S Report has been exclusively commissioned and paid for by our
Company. Certain information in “Industry Overview,” “Our Business” and “Management’s Discussion and
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Analysis of Financial Condition and Results of Operations”, on pages 166, 221 and 444, respectively, have been
derived from the F&S Report. Furthermore, the F&S Report is prepared based on information as of specific dates,
which may no longer be current or reflect current trends. The Report may also base its opinion on estimates,
projections, forecasts and assumptions that may prove to be incorrect. According to the engagement terms and the
F&S Report, F&S states that while it has taken reasonable care to ensure the accuracy and completeness of the
F&S Report, which is based on information obtained from primary and secondary research, and publicly available
sources, including official publications and research reports (the “Data”). It does not guarantee the accuracy,
adequacy or completeness of the Data and disclaims responsibility for any errors or omissions in the Data or for
the results obtained from the use of the Data/F&S Report. The F&S Report also highlights certain industry, peer
and market data, which may be subject to assumptions. There are no standard data gathering methodologies in the
industry in which we conduct our business, and methodologies and assumptions vary widely amongst different
industry sources. Furthermore, such assumptions may change based on various factors. The F&S Report is a paid
report and is subject to various limitations and based upon certain assumptions that are subjective in nature. In
addition, statements from third parties that involve estimates are subject to change, and actual amounts may differ
materially from those included in this Prospectus.

55. Information relating to the historical installed capacity and estimated capacity utilization of our
manufacturing facilities included in this Prospectus is based on various assumptions and estimates and
our future production and capacity may vary.

For details of our installed capacity and utilization capacity for various product verticals, see “Our Business — Our
Capabilities” on page 238. Information relating to the historical installed capacity and estimated capacity
utilization of our manufacturing facilities included in this Prospectus is based on various assumptions, estimates
and production measures and formula used in calculating such measures of our management, and by V. Krishnan,
independent chartered engineer certifying the installed capacity and capacity utilization. Such production
measures and formula thereof relate to our business lines including PCBA and box build, cables, sheet metal
fabrication, magnetics, powder coating and injection molded plastics. Actual production volumes and capacity
utilization rates may differ from the estimated production capacities and historical capacity utilization of our
manufacturing facilities. Investors should therefore not place undue reliance on our historical installed capacity
information for our existing manufacturing facilities included in this Prospectus.

56. The current market price of some securities listed pursuant to certain previous issues managed by the
BRLMs is below their respective issue prices.

The current market price of securities listed pursuant to certain previous initial public offerings managed by the
BRLMs is below their respective issue prices. For more information, see “Other Regulatory and Statutory
Disclosures — Past price information of past issues handled by the BRLMs” on page 498. The factors that could
affect the market price of the Equity Shares include, among others, broad market trends, financial performance
and results of our Company post-listing, and other factors beyond our control. We cannot assure you that an active
market will develop or sustained trading will take place in the Equity Shares or provide any assurance regarding
the price at which the Equity Shares will be traded after listing.

EXTERNAL RISKS

57. Changing laws, rules and regulations and legal uncertainties, including adverse application or
interpretation of corporate and tax laws, may adversely affect our business, prospects and results of
operations.

The regulatory and policy environment in which we operate is evolving and subject to change. Our business and
financial performance could be adversely affected by unfavorable changes in or interpretations of existing, or the
promulgation of new, laws, rules and regulations applicable to us and our business. Our business, results of
operations and prospects may be adversely impacted, to the extent that we are unable to suitably respond to and
comply with any such changes in applicable law and policy. Any political instability in the countries in which we
operate, such as corruption, scandals and protests against certain economic reforms, which have occurred in the
past, could slow the pace of liberalization and deregulation. The rate of economic liberalization could change, and
specific laws and policies affecting foreign investment, currency exchange rates and other matters affecting
investment in India could change as well.

The Gol has passed new laws relating to social security, occupational safety, industrial relations and wages
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namely, the Code on Social Security, 2020 (“Social Security Code”), the Occupational Safety, Health and
Working Conditions Code, 2020, the Industrial Relations Code, 2020 and the Code on Wages, 2019, which
consolidate, subsume and replace numerous existing central labour legislations, were to take effect from April 1,
2021 (collectively, the “Labour Codes”). The Gol has deferred the effective date of implementation of the
respective Labour Codes, and they shall come into force from such dates as may be notified. Different dates may
also be appointed for the coming into force of different provisions of the Labour Codes. While the rules for
implementation under these codes have not been finalized, as an immediate consequence, the coming into force
of these codes could increase the financial burden on our Company, which may adversely impact our profitability.
For instance, under the Social Security Code, a new concept of deemed remuneration has been introduced, such
that where an employee receives more than half (or such other percentage as may be notified by the Central
Government) of their total remuneration in the form of allowances and other amounts that are not included within
the definition of wages under the Social Security Code, the excess amount received shall be deemed as
remuneration and accordingly be added to wages for the purposes of the Social Security Code and the compulsory
contribution to be made towards the employees’ provident fund.

Further, the application of various Indian tax laws, rules and regulations to our business, currently or in the future,
is subject to interpretation by the applicable taxation authorities. For instance, the Taxation Laws (Amendment)
Act, 2019, a tax legislation issued by the Ministry of Finance, Gol, effective as of September 20, 2019, prescribes
certain changes to the income tax rate applicable to companies in India. According to this legislation, companies
can henceforth voluntarily opt in favor of a concessional tax regime (subject to no other special
benefits/exemptions being claimed), which would ultimately reduce the effective tax rate for Indian companies
from 34.94% to approximately 25.17%. Any such future amendments to the concessional regime may affect our
other benefits such as loss of minimum alternate tax carry forward, exemption for income earned by way of
dividend from investments in other domestic companies and units of mutual funds, and long-term capital gains
on equity shares if withdrawn by the statute in the future, and the same may no longer be available to us. Any
adverse orders passed by the appellate authorities/ tribunals/ courts would have an effect on our profitability. We
have had instances where orders by courts and tribunals have had an effect on our profitability.

Uncertainty in the applicability, interpretation or implementation of any amendment to, or change in, governing
law, regulation or policy in the jurisdictions in which we operate, including by reason of an absence, or a limited
body, of administrative or judicial precedent may be time consuming as well as costly for us to resolve and may
impact the viability of our current business or restrict our ability to grow our business in the future. For instance,
the Supreme Court of India has, in a decision clarified the components of basic wages, which need to be considered
by companies while making provident fund payments. Any such decisions in future or any further changes in
interpretation of laws may have an impact on our results of operations. We may incur increased costs and other
burdens relating to compliance with such new requirements, which may also require significant management time
and other resources, and any failure to comply may adversely affect our business, results of operations and
prospects.

58. Political, economic or any other factors beyond our control may have an adverse effect on our business
and results of operations.

The Indian economy and capital markets are influenced by economic, political and market conditions in India and
globally. Adverse economic developments, such as rising fiscal or trade deficit, in other emerging market
countries may also affect investor confidence and cause increased volatility in Indian securities markets and
indirectly affect the Indian economy in general. Any of these factors could depress economic activity and restrict
our access to capital, which could have an adverse effect on our business, financial condition, cash flows and
results of operations and reduce the price of our Equity Shares. Any financial disruption could have an adverse
effect on our business, future financial performance, shareholders’ equity, and the price of our Equity Shares.

As aresult, we are dependent on prevailing economic conditions in India and our results of operations are affected
by factors influencing the Indian economy. The following external risks may have an adverse impact on our
business and results of operations, should any of them materialize:

» increase in interest rates may adversely affect our access to capital and increase our borrowing costs, which
may constrain our ability to grow our business and operate profitably;

» political instability, resulting from a change in government or economic and fiscal policies, may adversely
affect economic conditions in India. In recent years, India has implemented various economic and political
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reforms. Reforms in relation to land acquisition policies and trade barriers have led to increased incidents of
social unrest in India over which we have no control;

» instability in other countries and adverse changes in geopolitical situations;

« change in the government or a change in the economic and deregulation policies could adversely affect
economic conditions prevalent in the areas in which we operate in general and our business in particular;

» strikes, lock-outs, work stoppages or increased wage demands by employees, suppliers or other service
providers;

« civil unrest, acts of violence, terrorist attacks, regional conflicts or war;

» India has experienced epidemics and natural calamities such as earthquakes, tsunamis, floods and drought in
recent years, instability in the financial markets and volatility in, and actual or perceived trends in trading
activity on, India’s principal stock exchanges;

« epidemics or any other public health emergency in India or in countries in the region or globally, including
in India’s various neighboring countries;

* decline in India’s foreign exchange reserves which may affect liquidity in the Indian economy;

» macroeconomic factors and central bank regulation, including in relation to interest rates movements which
may in turn adversely impact our access to capital and increase our borrowing costs;

* high rates of inflation in India could increase our costs without proportionately increasing our revenues, and
as such decrease our operating margins;

» contagious diseases such as the COVID-19 pandemic, the highly pathogenic H7N9, H5N1 and H1N1 strains
of influenza in birds and swine. A worsening of the current COVID-19 pandemic or any similar future
outbreaks of COVID-19, avian or swine influenza or a similar contagious disease could adversely affect the
Indian economy and economic activity in the region;

* downgrading of India’s sovereign debt rating by rating agencies; and

* international business practices that may conflict with other customs or legal requirements to which we are
subject to, including anti-bribery and anti-corruption laws; being subject to the jurisdiction of foreign courts,
including uncertainty of judicial processes and difficulty enforcing contractual agreements or judgments in
foreign legal systems or incurring additional costs to do so.

Any slowdown or perceived slowdown in the Indian economy, or in specific sectors of the Indian economy, could
adversely affect our business, results of operations, cash flows and financial condition and the price of the Equity
Shares. Our performance and the growth of our business depend on the overall performance of the Indian economy
as well as the economies of the regional markets in which we operate. Moreover, we are dependent on the various
policies, initiatives and schemes proposed or implemented in India, however, there can be no assurance that such
policies, initiatives and schemes will yield the desired results or benefits which we anticipate and rely upon for
our growth.

59. Our business may be adversely affected by adverse application or interpretation of competition laws in
India.

The Competition Act, 2002, as amended (“Competition Act”), regulates practices having an appreciable adverse
effect on competition (“AAEC”) in the relevant market in India. Under the Competition Act, any formal or
informal arrangement, understanding or action in concert, which causes or is likely to cause an appreciable adverse
effect on competition is considered void and results in the imposition of substantial monetary penalties.
Furthermore, any agreement among competitors which directly or indirectly involves the determination of
purchase or sale prices, limits or controls production, supply, markets, technical development, investment or
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provision of services, shares the market or source of production or provision of services, including by way of
allocation of geographical area, type of goods or services or number of customers in the relevant market or directly
or indirectly results in bid-rigging or collusive bidding is presumed to have an AAEC and is considered void. The
Competition Act also prohibits abuse of a dominant position by any enterprise. If it is proved that the contravention
committed by a company took place with the consent or connivance or is attributable to any neglect on the part of
any director, manager, secretary or other officer of such company, that person shall be also guilty of the
contravention and may be punished.

The Competition Act aims to, among other things, prohibit all agreements and transactions, which may have an
AAEC on competition in India. The Competition Act also includes provisions in relation to combinations which
require any acquisition of shares, voting rights, assets or control or mergers or amalgamations, which cross the
prescribed asset and turnover based thresholds, be mandatorily notified to and pre-approved by the Competition
Commission of India (“CCI”). While certain agreements entered into by us could be within the purview of the
Competition Act, the impact of the provisions of the Competition Act on the agreements entered into by us cannot
be predicted with certainty at this stage. Further, the CCI has extra-territorial powers and can investigate any
agreements, abusive conduct or combination occurring outside India if such agreement, conduct or combination
has an AAEC in India. In the event we pursue an acquisition in the future, we may be affected, directly or
indirectly, by the application or interpretation of any provision of the Competition Act, or any enforcement
proceedings initiated by the CCI, or any adverse publicity that may be generated due to scrutiny or prosecution
by the CCI or if any prohibition or substantial penalties are levied under the Competition Act, it would adversely
affect our business, results of operations, cash flows and prospects.

The manner in which the Competition Act and the CCI affect the business environment in India may also adversely
affect our business, financial condition and results of operations.

The applicability or interpretation of the Competition Act to any merger, amalgamation or acquisition proposed
or undertaken by us, or any enforcement proceedings initiated by CCI for alleged violation of provisions of the
Competition Act may have a material adverse impact on our business, financial condition, results of operations
and prospects.

60. A slowdown in economic growth in India or political instability could adversely affect our business.

Our performance and the growth of our business are necessarily dependent on the health of the overall Indian
economy. In the recent past, Indian economy has been affected by global economic uncertainties and liquidity
crisis, domestic policy and political environment, volatility in interest rates, currency exchange rates, commodity
and electricity prices, adverse conditions affecting agriculture, rising inflation rates and various other factors. Any
such prolonged recession may have a negative impact on the demand and sale of our products which in turn may
lead to an adverse effect on our financial condition. Risk management initiatives by banks and lenders in such
circumstances could affect the availability of funds in the future or the withdrawal of our existing credit facilities.
The Indian economy is undergoing many changes and it is difficult to predict the impact of certain fundamental
economic changes on our business. Conditions outside India, such as a slowdown or recession in the economic
growth of other major countries, have an impact on the growth of the Indian economy. Additionally, an increase
in trade deficit, a downgrading in India’s sovereign debt rating or a decline in India’s foreign exchange reserves
could negatively affect interest rates and liquidity, which could adversely affect the Indian economy and our
business. Any downturn in the macroeconomic environment in India could adversely affect our business, financial
condition, results of operation and the trading price of our Equity Shares. Volatility, negativity, or uncertain
economic conditions could undermine the business confidence and could have a significant impact on our results
of operations. Changing demand patterns and economic volatility and uncertainty could have a material adverse
impact on our business, financial condition, results of operations and prospects.

61. Fluctuation in the exchange rate between the Indian Rupee and foreign currencies may have a material
adverse effect on the trading price of, and returns on, our Equity Shares, independent of our operating
results.

Any dividends in respect of our Equity Shares will be paid in Indian Rupees and subsequently converted into the
relevant foreign currency for repatriation, if required. Any adverse movement in currency exchange rates during
the time that it takes to undertake such conversion may reduce the net dividend foreign investors receive. In
addition, any adverse movement in currency exchange rates during a delay in repatriating outside India the
proceeds from a sale of Equity Shares, for example, because of a delay in regulatory approvals that may be
required for the sale of Equity Shares may reduce the proceeds received by Equity Shareholders. For example, the
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exchange rate between the Rupee and the U.S. dollar has fluctuated substantially in recent years and may continue
to fluctuate substantially in the future, which may have a material adverse effect on the trading price of our Equity
Shares and returns on our Equity Shares, independent of our operating results.

62. Financial instability in other countries may cause increased volatility in Indian financial markets.

The Indian market and the Indian economy are influenced by economic and market conditions in other countries,
including conditions in the United States, Europe and certain emerging economies in Asia. Financial turmoil in
Asia, Russia and elsewhere in the world in recent years has adversely affected the Indian economy. Although
economic conditions vary across markets, loss of investor confidence in one emerging economy may cause
increased volatility across other economies, including India. Any worldwide financial instability may cause
increased volatility in the Indian financial markets and, directly or indirectly, adversely affect the Indian economy
and financial sector and us. Financial instability in other parts of the world could have a global influence and
thereby negatively affect the Indian economy. Financial disruptions could materially and adversely affect our
business, prospects, financial condition, results of operations and cash flows. Further, economic developments
globally can have a significant impact on India. Concerns related to a trade war between large economies may
lead to increased risk aversion and volatility in global capital markets and consequently have an impact on the
Indian economy.

Following the United Kingdom’s exit from the European Union (“Brexit”), there remains significant uncertainty
as to the impact of Brexit on the general economic conditions in the United Kingdom and the European Union
and any consequential impact on global financial markets. In addition, China is one of India’s major trading
partners and there are rising concerns of a possible slowdown in the Chinese economy as well as a strained
relationship with India, which could have an adverse impact on the trade relations between the two countries.
Risks resulting from a relapse in the Eurozone crisis or any future debt crisis in Europe or any similar crisis could
have a detrimental impact on consumer confidence levels and global economic recovery. The ongoing Ukraine-
Russia conflict, has contributed to rising rates of inflation in the current financial year, including in India. It is
affecting global trade and the price of oil and gas and has also added to the growth risks for markets globally.
These factors may also result in a slowdown in India’s export growth. In response to such developments,
legislators and financial regulators in the United States and other jurisdictions, including India, implemented a
number of policy measures designed to add stability to the financial markets. However, the overall long-term
effect of these and other legislative and regulatory efforts on the global financial markets is uncertain, and they
may not have the intended stabilizing effects. We derive a majority of our sales from outside India, particularly,
the United States. Accordingly, any significant slowdown or financial disruption in the United States or other
countries could have a material adverse effect on our business, financial condition, cash flows and results of
operation.

Since December 2019, the ongoing outbreak of COVID-19 has affected countries globally, with the World Health
Organization declaring the outbreak as a pandemic in March 2020. There have been border controls, lockdowns
and travel restrictions imposed by various countries, as a result of the COVID-19 outbreak. Such an outbreak of
an infectious disease together with the resulting restrictions on travel and/or imposition of lockdown measures
have resulted in protracted volatility in domestic and international markets has resulted in a global slowdown and
crisis. In particular, the COVID-19 outbreak has caused stock markets worldwide to fluctuate significantly in
value and has impacted global economic activity. A number of governments have revised gross domestic product
growth forecasts for 2020 and 2021 downwards in response to the economic slowdown caused by the spread of
COVID-19, and it is possible that the outbreak of COVID-19 will cause a prolonged global economic crisis or
recession.

These developments, or the perception that any related developments could occur, have had and may continue to
have a material adverse effect on global economic conditions and financial markets, and may significantly reduce
global market liquidity, restrict the ability of key market participants to operate in certain financial markets or
restrict our access to capital. This could have a material adverse effect on our business, financial condition and
results of operations and reduce the price of the Equity Shares.

63. Any adverse revision to India’s debt rating by a domestic or international rating agency could adversely
affect our business.

India’s sovereign debt rating could be adversely affected due to various factors, including changes in tax or fiscal

policy or a decline in India’s foreign exchange reserves, which are outside our control. India’s sovereign rating
by DBRS decreased from BBB to BBB “low” in May 2021, which was reconfirmed in May 2022, and the rating
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by S&P was BBB- with a “stable” outlook in July 2021. Any adverse revisions to India’s credit ratings for
domestic and international debt by domestic or international rating agencies may adversely impact our ability to
raise additional financing, and the interest rates and other commercial terms at which such additional financing is
available. This could have an adverse effect on our business and financial performance, ability to obtain financing
for capital expenditures and the price of the Equity Shares.

RISKS RELATING TO THE OFFER AND INVESTMENTS IN OUR EQUITY SHARES

64. An investment in the Equity Shares is subject to general risks related to investments in Indian companies.
We are incorporated in India and a majority of our assets and employees are located in India. Consequently, our
business, results of operations, financial condition and the market price of the Equity Shares will be affected by
changes in interest rates in India, policies of the Government of India, including taxation policies along with
policies relating to industry, political, social and economic developments affecting India.

65. The trading volume and market price of the Equity Shares may be volatile following the Offer.

Listing and quotation does not guarantee that a market for the Equity Shares will develop, or if developed, does
not guarantee the liquidity of such market for the Equity Shares. The market price of the Equity Shares may
fluctuate as a result of, among other things, the following factors, some of which are beyond our control:

. quarterly variations in our results of operations;
»  results of operations that vary from the expectations of securities analysts and investors;
. results of operations that vary from those of our competitors;

«  changes in expectations as to our future financial performance, including financial estimates by
research analysts and investors;

«  conditions in financial markets, including those outside India;
. a change in research analysts’ recommendations;

. announcements by us or our competitors of significant acquisitions, new products, strategic alliances,
joint operations or capital commitments;

*  announcements by third parties or governmental entities of significant claims or proceedings against us;
. new laws and governmental regulations applicable to our industry;

. additions or departures of key management personnel;

«  changes in exchange rates;

»  fluctuations in stock market prices and volume; and

«  general economic and stock market conditions.

Changes in relation to any of the factors listed above could adversely affect the price of the Equity Shares.

66. Significant differences exist between Ind AS and other accounting principles, such as Indian GAAP, IFRS
and U.S. GAAP, which may be material to investors’ assessment of our financial condition.

Ind AS differs from other accounting principles with which prospective investors may be familiar, such as Indian
GAAP, IFRS and U.S. GAAP. Accordingly, the degree to which the financial statements included in this
Prospectus will provide meaningful information is entirely dependent on the reader’s level of familiarity with Ind
AS. Persons not familiar with Ind AS should limit their reliance on the financial disclosures presented in this
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Prospectus. In addition, our Restated Consolidated Financial Information may be subject to change if new or
amended Ind AS accounting standards are issued in the future or if we revise our elections or selected exemptions
in respect of the relevant regulations for the implementation of Ind AS.

67. The requirements of being a publicly listed company may strain our resources.

We are not a listed company and have historically not been subjected to the compliance requirements and
increased scrutiny of our affairs associated with being a listed company by shareholders, regulators and the public
at large. As a listed company, we will incur significant legal, accounting, corporate governance and other expenses
that we did not incur as an unlisted company. We will be subject to the SEBI Listing Regulations which will
require us to file audited annual and unaudited quarterly reports with respect to our business and financial
condition. If we experience any delays, we may fail to satisfy our reporting obligations and/or we may not be able
to readily determine and accordingly report any changes in our results of operations or cash flows as promptly as
other listed companies.

Furthermore, as a listed company, we will be required to maintain and improve the effectiveness of our disclosure
controls and procedures and internal control over financial reporting, including keeping adequate records of daily
transactions. In order to maintain and improve the effectiveness of our disclosure controls and procedures and
internal control over financial reporting, significant resources and management attention will be required. As a
result, our management’s attention may be diverted from our business concerns, which may adversely affect our
business, prospects, financial condition, results of operations and cash flows. In addition, we may need to hire
additional legal and accounting staff with appropriate experience and technical accounting knowledge, but we
cannot assure you that we will be able to do so in a timely and efficient manner.

68. Any future issuance of our Equity Shares or convertible securities or other equity linked instruments by
our Company may dilute prospective investors’ shareholding, and sales of our Equity Shares by our major
shareholders may adversely affect the trading price of our Equity Shares.

We may be required to finance our growth through future equity offerings. Any future equity that we issue,
including a primary offering of Equity Shares, convertible securities or securities linked to Equity Shares including
through exercise of employee stock options, may lead to the dilution of investors’ shareholdings in us. Any future
issuances of Equity Shares or the disposal of Equity Shares by our major shareholders or the perception that such
issuance or sales may occur, may adversely affect the trading price of the Equity Shares, which may lead to other
adverse consequences including difficulty in raising capital through offering of the Equity Shares or incurring
additional debt. There can be no assurance that we will not issue further Equity Shares or that the shareholders
will not dispose of, pledge or encumber their Equity Shares. Any future issuances could also dilute the value of
your investment in the Equity Shares. In addition, any perception by investors that such issuances or sales might
occur may also affect the market price of the Equity Shares.

69. QIBs and Non-Institutional Bidders are not permitted to withdraw or lower their bids (in terms of quantity
of Equity Shares or the bid amount) at any stage after submitting a bid, and Retail Individual Bidders are
not permitted to withdraw their bids after bid/offer closing date.

Pursuant to the SEBI ICDR Regulations, QIBs and Non-Institutional Bidders are required to pay the bid amount
on submission of the bid and are not permitted to withdraw or lower their bids (in terms of quantity of equity
shares or the bid amount) at any stage after submitting a bid. Similarly, Retail Individual Bidders can revise or
withdraw their bids at any time during the bid/offer period and until the bid/offer closing date, but not thereafter.
While we are required to complete all necessary formalities for listing and commencement of trading of the Equity
Shares on all Stock Exchanges where such Equity Shares are proposed to be listed, including Allotment, within
six Working Days from the Bid/ Offer Closing Date or such other period as may be prescribed by the SEBI,
adverse events affecting the investors’ decision to invest in the Equity Shares may arise between the date of
submission of the Bid and Allotment. Therefore, QIBs and Non-Institutional Bidders will not be able to withdraw
or lower their bids following adverse developments in international or national monetary policy, financial,
political or economic conditions, our business, results of operations, cash flows or otherwise at any stage after the
submission of their bids.

70. Holders of Equity Shares may be restricted in their ability to exercise pre-emptive rights under Indian law
and thereby suffer future dilution of their ownership position.

Under the Companies Act, a company incorporated in India must offer its equity shareholders pre-emptive rights
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to subscribe and pay for a proportionate number of equity shares to maintain their existing ownership percentages
prior to issuance of any new equity shares, unless the pre-emptive rights have been waived by the adoption of a
special resolution by holders of three-fourths of the equity shares voting on such resolution. However, if the law
of the jurisdiction that you are in does not permit the exercise of such pre-emptive rights without our filing an
offering document or registration statement with the applicable authority in such jurisdiction, you will be unable
to exercise such pre-emptive rights unless we make such a filing. If we elect not to file a registration statement,
the new securities may be issued to a custodian, who may sell the securities for your benefit. The value such
custodian receives on the sale of any such securities and the related transaction costs cannot be predicted. To the
extent that you are unable to exercise pre-emptive rights granted in respect of our Equity Shares, your proportional
equity interests in us may be reduced.

71. A third party could be prevented from acquiring control of our Company because of anti-takeover
provisions under Indian law.

There are provisions in Indian law that may delay, deter or prevent a future takeover or change in control of our
Company, even if a change in control would result in the purchase of your Equity Shares at a premium to the
market price or would otherwise be beneficial to you. Such provisions may discourage or prevent certain types of
transactions involving actual or threatened change in control of our Company. Under the Takeover Regulations,
an acquirer has been defined as any person who, directly or indirectly, acquires or agrees to acquire shares or
voting rights or control over a company, whether individually or acting in concert with others. Although these
provisions have been formulated to ensure that interests of investors/shareholders are protected, these provisions
may also discourage a third party from attempting to take control of our Company. Consequently, even if a
potential takeover of our Company would result in the purchase of the Equity Shares at a premium to their market
price or would otherwise be beneficial to its stakeholders, it is possible that such a takeover would not be attempted
or consummated because of the SEBI Takeover Regulations.

72. Investors may have difficulty enforcing foreign judgments in India against us or our management.

Certain of our directors and executive officers are residents of India and most of our assets are located in India.
As a result, it may not be possible for investors to effect service of process on us or such persons in jurisdictions
outside of India, or to enforce against them judgments obtained in courts outside of India predicated upon civil
liabilities on us or such directors and executive officers under laws other than Indian Law.

India has reciprocal recognition and enforcement of judgments in civil and commercial matters with only a limited
number of jurisdictions, such as the United Kingdom; however, no reciprocity has been established with the
United States. In order to be enforceable, a judgment from a jurisdiction with reciprocity must meet certain
requirements of the Civil Code. The Civil Code only permits the enforcement and execution of monetary decrees
in the reciprocating jurisdiction, not being in the nature of any amounts payable in respect of taxes, other charges,
fines or penalties. Judgments or decrees from jurisdictions which do not have reciprocal recognition with India
cannot be enforced by proceedings of execution in India. Therefore, a final judgment for the payment of money
rendered by any court in a non-reciprocating territory for civil liability, whether or not predicated solely upon the
general laws of the non-reciprocating territory, would not be enforceable in India. Even if an investor obtained a
judgment in such a jurisdiction against us, our officers or directors, it may be required to institute a new proceeding
in India and obtain a decree from an Indian court. A judgment of a court of a country which is not a reciprocating
territory may be enforced in India only by a suit on the judgment under Section 13 of the Civil Code, and not by
proceedings in execution. Section 13 of the Civil Code provides that foreign judgments shall be conclusive
regarding any matter directly adjudicated on except (i) where the judgment has not been pronounced by a court
of competent jurisdiction, (ii) where the judgment has not been given on the merits of the case, (iii) where it
appears on the face of the proceedings that the judgment is founded on an incorrect view of international law or
refusal to recognize the law of India in cases to which such law is applicable, (iv) where the proceedings in which
the judgment was obtained were opposed to natural justice, (v) where the judgment has been obtained by fraud or
(vi) where the judgment sustains a claim founded on a breach of any law then in force in India. Under the Civil
Code, a court in India shall, on the production of any document purporting to be a certified copy of a foreign
judgment, presume that the judgment was pronounced by a court of competent jurisdiction, unless the contrary
appears on record. However, the party in whose favor such final judgment is rendered may bring a fresh suit in a
competent court in India based on a final judgment that has been obtained in a non-reciprocating territory within
three years of obtaining such final judgment. Generally, there are considerable delays in the disposal of suits by
Indian courts.

It is unlikely that a court in India would award damages on the same basis as a foreign court if an action were to
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be brought in India. Furthermore, it is unlikely that an Indian court would enforce foreign judgments if that court
was of the view that the amount of damages awarded was excessive or inconsistent with Indian practice. A party
seeking to enforce a foreign judgment in India is required to obtain prior approval from the RBI to repatriate any
amount recovered. Any judgment in a foreign currency would be converted into Indian Rupees on the date of the
judgment and not on the date of the payment. We cannot predict whether a suit brought in an Indian court will be
disposed off in a timely manner or be subject to considerable delays.

73. The Offer Price of the Equity Shares may not be indicative of the market price of the Equity Shares after
the Offer.

Prior to the Offer, there has been no public market for the Equity Shares, and an active trading market on the
Stock Exchanges may not develop or be sustained after the Offer. Listing and quotation does not guarantee that a
market for the Equity Shares will develop, or if developed, the liquidity of such market for the Equity Shares
cannot be ensured. The Offer Price of the Equity Shares was determined by our Company in consultation with the
BRLMs through a book-building process. This price will be based on numerous factors, as described under “Basis
for Offer Price” on page 141 and may not be indicative of the market price of the Equity Shares at the time of
commencement of trading of the Equity Shares or at any time thereafter. The market price of the Equity Shares
may be subject to significant fluctuations in response to, among other factors, variations in our operating results,
market conditions specific to the industry we operate in, developments relating to India, volatility in the Stock
Exchanges, securities markets in other jurisdictions, strategic actions by us or our competitors, variations in the
growth rate of financial indicators, variations in revenue or earnings estimates by research publications and
changes in economic, legal and other regulatory factors. There is no assurance that investors in the Equity Shares
will be able to resell their Equity Shares at or above the Offer Price.

There has been significant volatility in the Indian stock markets in the recent past, and our Equity Share price
could fluctuate significantly because of market volatility. A decrease in the market price of our Equity Shares
could cause investors to lose some or all of their investment.

74. You may be subject to Indian taxes arising out of capital gains on the sale of our Equity Shares.

Under current Indian tax laws and regulations, unless specifically exempted, capital gains arising from the sale of
equity shares in an Indian company are generally taxable in India. A securities transaction tax (“STT”) is levied
on and collected by an Indian stock exchange on which equity shares are sold. Any gain realized on the sale of
equity shares held for more than 12 months, which are sold using any other platform other than on a recognized
stock exchange and on which no STT has been paid, are subject to long-term capital gains tax in India.

The Finance Act, 2019 amended the Indian Stamp Act, 1899 with effect from July 1, 2020 and clarified that, in
the absence of a specific provision under an agreement, the liability to pay stamp duty in case of sale of securities
through stock exchanges will be on the buyer, while in other cases of transfer for consideration through a
depository, the onus will be on the transferor. The stamp duty for transfer of securities other than debentures on a
delivery basis is specified at 0.015% and on a non-delivery basis is specified at 0.003% of the consideration
amount. The Finance Act, 2020, has, among others things, provided a humber of amendments to the direct and
indirect tax regime, including, without limitation, a simplified alternate direct tax regime and that dividend
distribution tax will not be payable in respect of dividends declared, distributed or paid by a domestic company
after March 31, 2020, and accordingly, that such dividends not be exempt in the hands of the shareholders, both
resident as well as non-resident, and that such dividends likely be subject to tax deduction at source. The Company
may or may not grant the benefit of a tax treaty (where applicable) to a non-resident shareholder for the purposes
of deducting tax at source from such dividend. Investors should consult their own tax advisors about the
consequences of investing or trading in the Equity Shares.

Further, any gain realized on the sale of listed equity shares held for a period of 12 months or less will be subject
to short-term capital gains tax in India. In cases where the seller is a non-resident, capital gains arising from the
sale of the equity shares will be partially or wholly exempt from taxation in India in cases where the exemption
from taxation in India is provided under a treaty between India and the country of which the seller is resident.
Historically, Indian tax treaties do not limit India’s ability to impose tax on capital gains. As a result, residents of
other countries may be liable for tax in India as well as in their own jurisdiction on a gain upon the sale of the
equity shares.

More recently, with the Finance Bill, 2023 introduced in the Lok Sabha pursuant to the budget session of the
Indian Parliament, we cannot predict whether any amendments proposed to be made would have an adverse effect
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on our business, financial condition, future cash flows and results of operations. Unfavorable changes in or
interpretations of existing, or the promulgation of new, laws, rules and regulations including foreign investment
and stamp duty laws governing our business and operations could result in us being deemed to be in contravention
of such laws and may require us to apply for additional approvals.

Further, we cannot predict whether any tax laws or other regulations impacting it will be enacted, or predict the
nature and impact of any such laws or regulations or whether, if at all, any laws or regulations would have a
material adverse effect on our business, financial condition, results of operations and cash flows.

75. Foreign investors are subject to foreign investment restrictions under Indian law that limits our ability to
attract foreign investors, which may adversely impact the market price of the Equity Shares.

As an Indian company, we are subject to exchange controls that regulate borrowing in foreign currencies,
including those specified under FEMA and the rules thereunder. Under the foreign exchange regulations currently
in force in India, transfers of shares between non-residents and residents are freely permitted (subject to certain
exceptions) if they comply with the pricing guidelines and reporting requirements under applicable law. If the
transfer of shares, which are sought to be transferred, is not in compliance with such pricing guidelines or reporting
requirements or fall under any of the exceptions referred to above, then the prior regulatory approval will be
required.

Shareholders who seek to convert Rupee proceeds from a sale of shares in India into foreign currency and
repatriate that foreign currency from India require a no-objection or a tax clearance certificate from the Indian
income tax authorities. Further, this conversion is subject to the shares having been held on a repatriation basis
and, either the security having been sold in compliance with the pricing guidelines or, the relevant regulatory
approval having been obtained for the sale of shares and corresponding remittance of the sale proceeds. As
provided in the foreign exchange controls currently in effect in India, the RBI has provided that the price at which
the Equity Shares are transferred be calculated in accordance with internationally accepted pricing methodology
for the valuation of shares at an arm’s length basis, and a higher (or lower, as applicable) price per share may not
be permitted. We cannot assure you that any required approval from the RBI or any other governmental agency
can be obtained on any particular terms, or at all.

Further, in accordance with Press Note No. 3 (2020 Series), dated April 17, 2020 issued by the DPIIT which has
been incorporated as the proviso to Rule 6(a) of the FEMA Non-debt Instruments Rules, all investments under
the foreign direct investment route by entities of a country which share a land border with India or where the
beneficial owner of an investment into India is situated in or is a citizen of any such country, will require prior
approval of the Government of India as prescribed in the Consolidated FDI Policy dated October 15, 2020 and
the FEMA Rules. Any such approval(s) would be subject to the discretion of the regulatory authorities. Further,
in the event of transfer of ownership of any existing or future foreign direct investment in an entity in India,
directly or indirectly, resulting in the beneficial ownership falling within the aforesaid restriction/purview, such
subsequent change in the beneficial ownership will also require approval of the Government of India. While the
term “beneficial owner” is defined under the Prevention of Money-Laundering (Maintenance of Records) Rules,
2005 and the General Financial Rules, 2017, neither the foreign direct investment policy nor the FEMA Rules
provide a definition of the term “beneficial owner”. The interpretation of “beneficial owner” and enforcement of
this regulatory change involve certain uncertainties, which may have an adverse effect on our ability to raise
foreign capital. Restrictions on foreign investment activities and impact on our ability to attract foreign investors
may cause uncertainty and delays in our future investment plans and initiatives. We cannot assure you that any
required approval from the relevant governmental agencies can be obtained on any particular terms or at all.
Further, if our Company ceases to be “owned and controlled” by resident Indian entities, we will be subject to
additional investment and exit restrictions under the FDI Policy and the FEMA.

76. Your ability to acquire and sell Equity Shares is restricted by the distribution and transfer restrictions set
forth in this Prospectus.

No actions have been taken to permit a public offering of the Equity Shares in any jurisdiction, other than India.
As such, the Equity Shares have not and will not be registered under the U.S. Securities Act, any state securities
laws or the law of any jurisdiction other than India. Furthermore, the Equity Shares are subject to restrictions on
transferability and resale. You are required to inform yourself about and observe these restrictions. We, our
representatives and our agents will not be obligated to recognize any acquisition, transfer or resale of the Equity
Shares made other than in compliance with the restrictions set forth herein.
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77. Investors will not be able to sell immediately on an Indian stock exchange any of the Equity Shares they
purchase in the Offer.

The Equity Shares will be listed on the Stock Exchanges. Pursuant to applicable Indian laws, certain actions must
be completed before the Equity Shares can be listed and trading in the Equity Shares may commence including
the crediting of the Investors’ “demat” accounts within the timeline specified under applicable law. Furthermore,
in accordance with Indian law, permission for listing of the Equity Shares will not be granted until after the Equity
Shares in this Offer have been Allotted and submission of all other relevant documents authorizing the issuing of
the Equity Shares. The Allotment of Equity Shares in the Offer and the credit of such Equity Shares to the
applicant’s demat account with depository participant could take approximately five Working Days from the Bid/
Offer Closing Date and trading in the Equity Shares upon receipt of final listing and trading approvals from the
Stock Exchanges is expected to commence within six Working Days of the Bid/ Offer Closing Date. There could
be a failure or delay in listing of the Equity Shares on the Stock Exchanges. Any failure or delay in obtaining the
approval or otherwise commence trading in the Equity Shares would restrict investors’ ability to dispose of their
Equity Shares. There can be no assurance that the Equity Shares will be credited to investors’ demat accounts, or
that trading in the Equity Shares will commence, within the prescribed time periods or at all. We could also be
required to pay interest at the applicable rates if allotment is not made, refund orders are not dispatched or demat
credits are not made to investors within the prescribed time periods.

78. Rights of shareholders of companies under Indian law may be different compared to the laws of other
jurisdictions.

Our Articles of Association, composition of our Board, Indian laws governing our corporate affairs, the validity
of corporate procedures, directors’ fiduciary duties, responsibilities and liabilities, and shareholders’ rights may
differ from those that would apply to a company in another jurisdiction. Shareholders’ rights under Indian law
may not be as extensive and widespread as shareholders’ rights under the laws of other countries or jurisdictions.
Investors may face challenges in asserting their rights as a shareholder in an Indian company than as a shareholder
of an entity in another jurisdiction.
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SECTION I1I: INTRODUCTION

THE OFFER

The following table summarises the details of the Offer:

Equity Shares offered

Offer of Equity Shares®

19,839,446" Equity Shares, aggregating to Z8,650.00" million

of which:

Fresh Issue (D(&))

7,339,449" Equity Shares, aggregating to ¥3,200.00" million

Offer for Sale @

12,499,997" Equity Shares, aggregating to ¥5,450.00" million

The Offer comprises of:

A) QIB Portion @®®) 14,879,586" Equity Shares
of which:
a. Anchor Investor Portion 8,927,751" Equity Shares
b. Net QIB Portion 5,951,835" Equity Shares
of which:
(a) Mutual Fund Portion (5% of the Net QIB |297,592" Equity Shares
Portion) ©
(b) Balance for all QIBs including Mutual Funds | 5,654,243 Equity Shares
B) Non-Institutional Portion ()©() 2,975,916" Equity Shares
of which:
One-third of the Non-Institutional Portion available for|991,972" Equity Shares
allocation to Bidders with an application size of more than
3200,000 and up to X1,000,000
Two-third of the Non-Institutional Portion available for |1,983,944" Equity Shares
allocation to Bidders with an application size of more than
%1,000,000
C) Retail Portion 4)® 1,983,944" Equity Shares

Pre and post Offer Equity Shares

Equity Shares outstanding prior to the Offer

57,953,128 Equity Shares

Equity Shares outstanding after the Offer

65,292,577" Equity Shares

Utilisation of Net Proceeds

See “Objects of the Offer” on page 124 for information about
the use of proceeds from the Fresh Issue. Our Company will not
receive any proceeds from the Offer for Sale

* Subject to finalisation of Basis of Allotment.

& Our Company, in consultation with the BRLMs, has undertaken two Pre-IPO Placements of Equity Shares aggregating to approximately
¥300.00 million and approximately €500.00 million, respectively. The size of the Fresh Issue has been reduced by ¥800.00 million pursuant
to the Pre-IPO Placements. Accordingly, the revised Fresh Issue size aggregates zo 3,200.00 million.

Notes:

@ The Offer has been authorised by a resolution passed by our Board of Directors in their meeting held on August 2, 2022. Our Shareholders
vide a special resolution passed in their extraordinary general meeting held on August 2, 2022, authorised the Fresh Issue.

@ Each of the Selling Shareholder, have consented to participate in the Offer for Sale. The details of their respective Offered Shares are as

follows:
Date of the consent letter to
Sl Name of the Selling Shareholder Offer fqr §ale participate in the Offer for
No. ® in million) Sale
1. Kunhamed Bicha up to ¥1,310.00 million February 28, 2023
2. Bhaskar Srinivasan up to X1,720.00 million February 28, 2023
3. T P Imbichammad up to ¥160.00 million February 28, 2023
4. Mariyam Bicha up to 100.00 million February 28, 2023
5. Anand Kumar up to X755.00 million February 28, 2023
6. Sareday Seshu Kumar up to 650.00 million February 28, 2023
7. Luguman Veedu Ediyanam up to ¥755.00 million February 28, 2023

Each of the Selling Shareholders have specifically confirmed that their respective portion of the Offered Shares, have been held by each
one of them for a period of at least one year prior to the filing of the Draft Red Herring Prospectus with SEBI, and are accordingly
eligible for being offered for sale in the Offer as required by the SEBI ICDR Regulations. In accordance with Regulation 8A of the SEBI
ICDR Regulations; (i) the number of Equity Shares offered for sale by Selling Shareholders holding, individually or with persons acting
in concert, more than 20% of pre-Offer shareholding of our Company (on a fully- diluted basis), have not exceeded more than 50% of
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@®)

@)

®)

(©)

@

their respective pre-Offer shareholding (on a fully- diluted basis) and (ii) the number of Equity Shares offered for sale by Selling
Shareholders holding, individually or with persons acting in concert, less than 20% of pre-Offer shareholding of our Company (on a
fully- diluted basis), have not exceeded more than 10% of the pre-Offer shareholding of our Company (on a fully- diluted basis).

If at least 75% of the Offer cannot be Allotted to QIBs, the entire application money will be refunded forthwith. Our Company and the
Promoter Selling Shareholders, in consultation with the Book Running Lead Managers, allocated 60% of the QIB Portion to Anchor
Investors on a discretionary basis in accordance with the SEBI ICDR Regulations. One-third of the Anchor Investor Portion was reserved
for domestic Mutual Funds, subject to valid Bids being received from domestic Mutual Funds at or above the Anchor Investor Allocation
Price. 5% of the QIB Portion (excluding the Anchor Investor Portion) was made available for allocation on a proportionate basis to
Mutual Funds only, and the remainder of the QIB Portion was made available for allocation on a proportionate basis to all QIB Bidders
(other than Anchor Investors), including Mutual Funds, subject to valid Bids having been received at or above the Offer Price. In the
event the aggregate demand from Mutual Funds was less than as specified above, the balance Equity Shares available for Allotment in
the Mutual Fund Portion would be added to the Net QIB Portion and would be allocated proportionately to the QIB Bidders (other than
Anchor Investors) in proportion to their Bids. For further details, see “Offer Procedure” beginning on page 518.

Subject to valid Bids having been received at or above the Offer Price, undersubscription in any portion except the QIB Portion, was
allowed to be met with spill over from any other category, or combination of categories, as applicable, at the discretion of our Company,
and the Promoter Selling Shareholders, in consultation with the BRLMs and the Designated Stock Exchange, subject to applicable law.
In the event of an undersubscription in the Offer, Equity Shares offered pursuant to the Fresh Issue have been allocated in the Fresh
Issue, prior to the Offered Shares. However, after receipt of minimum subscription of 90% of the Fresh Issue, the Offered Shares, shall
be allocated prior to the Equity Shares offered pursuant to the Fresh Issue. For further details, see “Offer Procedure” on page 518.

Subject to valid Bids having been received at, or above, the Offer Price.

Allocation to Bidders in all categories, except Anchor Investors, if any, Non-Institutional Investors and Retail Individual Investors, was
made on a proportionate basis subject to valid Bids having been received at or above the Offer Price. The allocation to each Retail
Individual Investor was not less than the minimum Bid Lot, subject to availability of Equity Shares in the Retail Portion and the remaining
available Equity Shares, if any, were allocated on a proportionate basis. Allocation to Anchor Investors was on a discretionary basis.
For details, see “Offer Procedure” on page 518. Further, (a) 1/3rd of the portion available to Non-Institutional Investors was reserved
for applicants with application size of more than 30.20 million and up to ¥1.00 million and (b) 2/3rd of the portion available to Non-
Institutional Investors was reserved for applicants with application size of more than <1.00 million. Provided that the unsubscribed
portion in either of the sub-categories specified in clauses (a) or (b), has been allocated to applicants in the other sub-category of Non-
Institutional Investors. The allocation to each Non-Institutional Investor was not less than the minimum Non-Institutional Investor
application size, subject to availability of Equity Shares in the Non-Institutional Portion and the remaining available Equity Shares, if
any, was allocated on a proportionate basis in accordance with the conditions specified in this regard in Schedule Xl1II of the SEBI ICDR
Regulations.

SEBI through its circular (SEBI/HO/CFD/DIL2/CIR/P/2022/45) dated April 5, 2022, has prescribed that all individual investors applying
in initial public offerings opening on or after May 1, 2022, where the application amount is up to 0.50 million, shall use UPI. Individual
investors bidding under the Non-Institutional Portion bidding for more than <0.20 million and up to <0.50 million, using the UPI
Mechanism, shall provide their UPI ID in the Bid-cum-Application Form for Bidding through Syndicate, sub-syndicate members,
Registered Brokers, RTAs or CDPs, or online using the facility of linked online trading, demat and bank account (3 in 1 type accounts),
provided by certain brokers.

For details in relation to the terms of the Offer, see “Terms of the Offer” on page 507. For details, including in
relation to grounds for rejection of Bids, refer to “Offer Structure” and “Offer Procedure” on pages 514 and 518,
respectively.
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SUMMARY OF FINANCIAL INFORMATION

The summary financial information presented below should be read in conjunction with the Restated Consolidated
Financial Information, the notes thereto, and “Financial Statements” and “Management’s Discussion and Analysis
of Financial Condition and Results of Operations™ on pages 311 and 444, respectively.

[The remainder of this page has intentionally been left blank]
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AVALON TECHNOLOGIES LIMITED (formerly known as Avalon Technologies Private Limited)
(All amounts are in Million Indian Rupees unless otherwise stated)

RESTATED CONSOLIDATED STATEMENT OF ASSETS AND LIABILITIES

As at As at As at As at As at
S.No Particulars November 30, | November 30,| March 31, March 31, March 31,
2022 2021 2022 2021 2020
A. |ASSETS
Non-Current Assets
(a) Property, plant and equipment 919.83 798.29 893.99 832.39 719.53
(b) Capital Work in Progress 134.93 1.66 19.65 - 26.69
(c) Right-of-Use assets 350.34 172.91 222.34 200.30 259.84
(d) Intangible Assets 5.61 6.59 6.28 8.17 7.33
(e) Financial Assets
(i) Investments - - - - 23.50
(ii) Other financial assets 50.85 50.96 52.80 43.46 44.06
(f) Deferred Tax Asset (Net) 131.18 191.63 163.54 232.41 262.47
(g) Tax assets (Net) 18.77 10.12 17.32 7.98 17.99
(h) Other Non Current Assets 2.55 22.24 0.84 4.02 8.50
Total non-current assets 1,614.06 1,254.40 1,376.76 1,328.73 1,369.91
Current Assets
(@) Inventories 3,098.85 2,242.18 2,330.22 1,457.77 1,5652.62
(b) Financial Assets
(i) Trade Receivables 1,733.67 1,400.74 1,773.73 1,818.88 1,137.85
(ii) Cash and Cash Equivalents 104.91 181.08 77.59 313.38 245,93
(iii) Bank Balances other than (ii) above 13.94 8.70 23.80 21.87 20.03
(iv) Other Financial Assets 8.93 6.78 13.18 14.37 9.07
(c) Other Current Assets 456.00 308.76 284.34 169.84 161.08
Total current assets 5,416.30 4,148.24 4,502.86 3,796.11 3,126.58
TOTAL ASSETS 7,030.36 5,402.64 5,879.62 5,124.84 4,496.49
B. |EQUITY AND LIABILITIES
Equity
(a) Equity Share Capital 113.36 15.97 15.97 15.97 15.30
(b) Instruments entirely equity in nature 35.00
(c) Other Equity 1,329.97 932.67 855.94 583.48 450.43
(d) Non-Controlling Interests - (276.64) - (317.37) (431.27)
Total equity 1,478.33 672.00 871.91 282.08 34.46
Liabilities
Non-Current Liabilities
(a) Financial Liabilities
(i) Borrowings 683.73 637.77 741.83 811.77 495.75
(ii) Lease Liabilities 314.63 129.30 170.01 155.90 205.16
(b) Provisions 107.12 88.19 86.08 77.40 71.73
(c) Other non-current liabilities 7.90 4.46 19.65 6.02 19.49
Total non-current liabilities 1,113.38 859.72 1,017.57 1,051.09 792.13
Current Liabilities
(a) Financial Liabilities
(i) Borrowings 2,480.30 2,061.25 2,198.70 2,141.55 1,989.06
(ii) Lease Liabilities 63.35 55.14 65.96 53.62 53.36
(iii) Trade Payables
() Micro and small enterprises 9.15 14.15 11.89 3.44 7.11
(b) Others 1,205.68 1,154.19 1,173.01 1,271.15 1,350.67
(iv) Other Financial Liabilities 76.50 70.51 69.87 85.82 63.35
(b) Other Current Liabilities 565.38 433.13 416.28 175.07 143.88
(c) Provisions 12.68 9.77 11.13 12.38 13.06
(d) Current tax Liabilities (Net) 25.61 72.78 43.30 48.64 49.41
Total current liabilities 4,438.65 3,870.92 3,990.14 3,791.67 3,669.90
Total Liabilities 5,552.03 4,730.64 5,007.71 4,842.76 4,462.03
TOTAL EQUITY AND LIABILITIES 7,030.36 5,402.64 5,879.62 5,124.84 4,496.49
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AVALON TECHNOLOGIES LIMITED (formerly known as Avalon Technologies Private Limited)
(All amounts are in Million Indian Rupees unless otherwise stated)

RESTATED CONSOLIDATED STATEMENT OF PROFIT AND LOSS

For the period

For the period

ended ended For the year For the year For the year
S.No. Particulars ended March | ended March | ended March
November 30, | November 30, 31 2022 31 2021 31. 2020
2022 2021 ' ' '
| Revenues from Operations 5,847.86 5,414.00 8,407.18 6,904.71 6,418.67

Il |Other Income 121.89 23.20 109.32 54.26 112.81
111 |Total Income (I+11) 5,969.75 5,437.20 8,516.50 6,958.97 6,531.48
IV |Expenses:

Cost of raw materials consumed 3,815.26 3,732.47 5,608.04 4,356.22 4,289.84
Purchases of Stock-in-Trade - - - - -
Changes in Inventories of finished goods, work-in-progress (137.05) (148.83) (66.71) 203.77 (177.32)
Employee benefits expense 1,036.47 874.82 1,313.53 1,192.08 1,162.12
Finance costs 204,51 157.03 248.47 269.94 449.57
Depreciation and Amortisation Expenses 124.08 112.28 171.93 157.47 155.08
Other expenses 452.62 372.67 576.83 491.20 499.24
Total Expenses 5,495.89 5,100.44 7,852.09 6,670.68 6,378.53
Restated Profit before tax (Before Exceptional items)

Vo (HH-1V) 473.86 336.76 664.41 288.29 152.95
VI |Exceptional items - 198.86 199.90 - -
VIl [Restated Profit before tax (After Exceptional items) 473.86 535.62 864.31 288.29 152.95

VI [Tax Expense:
(1) Current Tax 87.78 68.24 138.72 33.90 21.72
(2) Tax of earlier years (0.85) - (16.13) - -
(3) Deferred Tax 45.07 44.36 60.08 23.57 7.97
132.00 112.60 182.67 57.47 29.69
IX [Restated Profit for the period / year (VII - VIII) 341.86 423.02 681.64 230.82 123.26
X  |Restated Other Comprehensive Income
A. i) Items that will not be reclassified to profit or loss
a) Remeasurements of the defined benefit plans - Gratuity (9.21) (0.32) 5.02 4.39 (3.63)
i) I_ncome tax_ expense on remeasurement benefit/(loss) of 249 0.08 (1.41) (1.24) 1.04
defined benefit plans
B. i) Items that may be reclassified to profit or loss
a) Exchange dn‘fgrences in translating the financial statements (64.01) (21.85) (27.92) 4737 (139.55)
of foreign operations
Restated Total other comprehensive income A(i+ii) + B(i) (70.73) (22.09) (24.31) 50.52 (142.14)
Restated Total Comprehensive Income for the period / year
() 27113 400.93 657.33 281.34 (18.88)
XIl [Restated Profit for the period / year
Attributable to:
Equity holders of the parent 341.86 379.25 631.63 214.93 115.40
Non-controlling interests - 43.77 50.01 15.89 7.86
X111 [Restated Other comprehensive income/(loss) for the period
[/ year
Attributable to:
Equity holders of the parent (70.73) (17.74) (19.67) 38.92 (106.72)
Non-controlling interests - (4.35) (4.64) 11.60 (35.42)
X1V [Restated total comprehensive income for the period / year
Attributable to:
Equity holders of the parent 271.13 361.51 611.96 253.85 8.68
Non-controlling interests - 39.42 45.37 27.49 (27.56)
Restated Earnings Per Equity Share of X2 each,
XV attributable to equity holders of the parent (not
(a) Basic (InX) 6.10 6.79 11.30 4.01 2.21
(b) Diluted (In ) 6.00 6.79 11.30 4.01 221
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AVALON TECHNOLOGIES LIMITED (formerly known as Avalon Technologies Private Limited)
(All amounts are in Million Indian Rupees unless otherwise stated)

RESTATED CONSOLIDATED STATEMENT OF CASH FLOWS

I_:or the I_:or the For the year | For the year | For the year
. period ended | period ended
Particulars Neverhar 20, | Nevenhe: 26, ended March | ended March | ended March
2022 2021 31, 2022 31, 2021 31, 2020
A. Cash flow from operating activities
Profit for the year 473.86 535.62 864.31 288.29 152.95
Adjustments for :
Finance costs recognised in profit or loss 181.20 120.97 209.06 229.36 440.49
Interest Income recognised in profit or loss (1.80) (4.04) (5.01) (7.34) (6.41)
(Gain) / Loss on disposal of property, plant and equipment
(0.33) (1.13) (0.80) (6.16) -
Allowance for Expected Credit Loss 9.39 16.10 15.99 (7.80) 27.76
Depreciation and Amortisation 124.08 112.28 171.93 157.47 155.08
Provision for Gratuity (0.10) (0.57) (1.96) (2.23) (2.00)
Provision for Leave Encashment 1.41 (1.24) (3.88) 0.53 (1.20)
Preference Dividend 22.70 35.06 34.29 33.30 -
Loan Forgiveness - Payroll Protection Program - (198.86) (199.90) - -
Loan Forgiveness - Other Debt (78.17) - (8.94) - -
Amounts no longer payable written back (6.09) 3.59 12.60 - 0.31
Employee Share based Payment 1.56 - - - -
Net foreign exchange (gain) / loss - Unrealised 27.35 (24.83) 24.53 (34.45) 58.33
755.06 592.95 1,112.22 650.97 825.31
Movements in working capital :
(Increase) / decrease in trade and other receivables 43.01 282.62 63.50 (694.50) 576.75
(Increase) / decrease in inventories (764.93) (767.53) (812.47) 91.01 (81.30)
(Increase) / decrease in other assets (103.34) (73.94) (105.65) 83.34 (91.22)
Increase / (decrease) in trade payables 53.64 135.95 (14.51) (48.69) (301.05)
Increase / (decrease) in provisions 37.07 50.69 18.02 9.30 19.87
Increase / (decrease) in other liabilities 68.08 57.39 2.72 (0.94) (244.18)
Cash generated from operations 88.59 278.13 263.83 90.49 704.18
Income Tax paid (104.02) (46.15) (125.24) (35.33) (46.93)
Net cash generated/(used) by operating activities(A) (15.43) 231.98 138.59 55.16 657.25
B. Cash flow from investing activities
(Acquisition)/ Proceeds from Sale of Property, Plant & (215.12) (55.05) (159.42) (192.14) (170.36)
Interest received 1.57 3.86 4.73 7.08 6.19
Proceeds from sale/(purchase) of Non-Current Investments - - - 28.87 (23.50)
Payments for Acquisition of Investments in Subsidiaries - (11.00) (11.00) (106.43) (5.03)
Net cash used in investing activities(B) (213.55) (62.19) (165.69) (262.62) (192.70)
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AVALON TECHNOLOGIES LIMITED (formerly known as Avalon Technologies Private Limited)
(All amounts are in Million Indian Rupees unless otherwise stated)

RESTATED CONSOLIDATED STATEMENT OF CASH FLOWS

I_:or the I_:or the For the year | For the year | For the year
. period ended | period ended
Particulars November 30. | November 30 ended March | ended March | ended March
2022 2021 31, 2022 31, 2021 31, 2020
C. Cash flow from financing activities
Proceeds from issue of equity shares 300.00 - - 72.71 -
Proceeds from issue of Preferred Stock - - - - 301.59
Buyback of Common Stock - (Refer note no. 38) - - (56.62) - -
Buyback of Preferred Stock - (11.12) (11.18) - -
Dividends paid on preference shares (21.39) (36.23) (37.79) (36.80) (3.50)
Proceeds from Non-Current borrowings 172.20 228.55 377.24 636.63 -
Repayment of Non-Current borrowings (64.60) (82.52) (107.69) (196.21) (154.75)
Proceeds from / (Repayment) of Current borrowings 92.09 (264.85) (111.24) 88.67 (77.59)
Repayment of Lease liability (52.32) (46.11) (72.13) (68.00) (63.29)
Refund of share application money - (0.01) (0.01) - -
Interest paid (171.90) (95.94) (188.94) (217.36) (425.88)
Net cash (used in)/generated by financing activities (C) 254.08 (308.23) (208.36) 279.64 (423.42)
Add': Effects of exchange dlfference_s on restatement of 599 6.14 (0.33) 4.73) 0.88
foreign currency cash and cash equivalents (D)
Net Increase/(Decrease) in cash and cash equivalents 27 39 (132.30) (235.79) 67.45 42,01
(A)+(B)+(C)+(D) ' ' ' : :
Net increase in cash and cash equivalents - - - - -
Cash and cash equivalents at the beginning of the year 77.59 313.38 313.38 245.93 203.92
Cash and Cash equivalents at the end of the year 104.91 181.08 77.59 313.38 245.93

Notes:

() The above cash flow statement has been prepared under the "Indirect Method" as set out in the Indian Accounting Standard (IND AS-7)

Statement of Cash flows.
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KEY FINANCIAL METRICS

Set out below is a list of our key financial metrics:

Eight-month Eight-month Fiscal 2022 Fiscal 2021 = Fiscal 2020
S pamous  perededss peradendes
2022 2021

1. ﬁ‘l’ﬁf;?)e from Operations (in 3 5,847.86 5,414.00 8,407.18 6,904.71 6,418.67
2. Total Income (in % million) 5,969.75 5,437.20 8,516.50 6,958.97 6,531.48

Material Margin (in % million) 2,169.65 1,830.36 2,865.85 2,344.72 2,306.15
> Material fm'\r"nag;e‘raﬂgfs) of 37.10% 33.81% 34.00% 33.96% = 35.93%
4, EBITDA (in % million) 680.56 582.87 975.49 661.44 644.79
5. EBITDA Margin 11.64% 10.77% 11.60% 9.58% 10.05%
6. PAT (in X million) 341.86 423.02 681.64 230.82 123.26
7. PAT Margin 5.73% 7.78% 8.00% 3.32% 1.89%

Revenue by Top 5/ Top 10

Customers (in X million)

Top 5 2,217.38 2,900.44 4,228.30 3,386.29 2,983.16

Top 10 3,219.39 3,682.24 5,499.33 4,577.54 4,140.41
8 Above as a % of Total

Income

Top 5 37.14% 53.34% 49.65% 48.66% 45.67%

Top 10 53.93% 67.72% 64.57% 65.78% 63.39%

Revenue by Geography (in

million)

India* 2,515.92 1,944.47 3,219.95 2,599.34 2,465.16

USA 3,453.83 3,492.73 5,296.55 4,359.64 4,066.32
% Above as a % of Total

Income

India* 42.14% 35.76% 37.81% 37.35% 37.74%

USA 57.86% 64.24% 62.19% 62.65% 62.26%

Revenue by End Use Industry

(in X million)

Clean Energy 1,388.83 1,044.54 1,726.93 1,234.30 1,026.19

Mobility 1,336.92 1,614.80 2,264.70 1,983.71 2,011.99

Industrial 1,675.55 1,626.39 2,558.28 2,042.49 1,823.41

Communication 539.06 330.24 611.40 546.65 409.36

Medical 519.60 429.64 656.39 544.72 527.39

Others 509.79 391.59 698.80 607.10 733.14
10. Above as a % of Total

Income

Clean Energy 23.26% 19.21% 20.28% 17.74% 15.71%

Mobility 22.39% 29.70% 26.59% 28.51% 30.80%

Industrial 28.07% 29.91% 30.04% 29.35% 27.92%

Communication 9.03% 6.07% 7.18% 7.86% 6.27%

Medical 8.70% 7.90% 7.71% 7.83% 8.07%

Others 8.54% 7.20% 8.21% 8.72% 11.22%

Revenue by Service Line
11. (Design, PCB Assembly, Box

Build etc.) (in X million)
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Eight-month Eight-month Fiscal 2022 Fiscal 2021 = Fiscal 2020
Sr. Particulars period ended period ended
No. November 30, November 30,
2022 2021
Design 136.42 121.80 184.68 151.20 139.78
PCB 1,940.17 1,354.75 2,961.71 2,429.46 2,286.11
Box build 2,819.37 3,030.18 3,739.86 3,276.76 2,830.86
Cables 575.54 512.90 846.36 635.35 545.08
Metal 224.05 197.99 351.56 291.20 454.80
Plastics 45.14 35.88 57.36 32.95 94.11
Above as a % of Total
Revenue from Operations
Design 2.33% 2.25% 2.20% 2.19% 2.18%
PCB 33.18% 25.02% 35.23% 35.19% 35.62%
Box build 48.21% 55.97% 44.48% 47.46% 44.10%
Cables 9.84% 9.47% 10.07% 9.20% 8.49%
Metal 3.83% 3.66% 4.18% 4.22% 7.09%
Magnetics 1.83% 2.96% 3.16% 1.27% 1.06%
Plastics 0.77% 0.66% 0.68% 0.48% 1.47%
12, | Capital Expenditure incurred 215.12 55.05 159.42 192.14 170.36
(in X million)
13. Return on Capital Employed 17.58% 15.96% 27.41% 21.26% 26.83%
14. Return on Net Worth 28.17% 49.00% 85.86% 40.36% 25.19%
15, | Asset Turnover Ratio (in 6.36 6.78 9.40 8.30 8.92
times)
Order Book (in ¥ million) 11,902.46 9,182.32 8,578.69 6,345.79 5,046.72
16. India 6,968.84 5,218.38 4,875.38 3,074.76 3,036.48
USA 4,933.62 3,963.94 3,703.31 3,271.03 2,010.24
17. r’:l]?ltlio\r’]\;ork'”g Capital (in 3,521.30 2,393.71 2,777.38 2,199.61 1,499.10
18. Net Debt (in X million) 3,045.18 2,509.24 2,839.14 2,618.07 2,218.85

“India includes (i) customers whose revenue is less than US$200,000 and (i) Other income.

Notes for Financial metrics:

1
2.
3.

PN O

10.

11.

12.
13.

14.

15.

Revenue from Operations is the total revenue generated from operations excluding other income.

Total Income includes the total revenue of the business including other income.

Material Margin is calculated as Revenue from Operations less material cost. Material Margin % is calculated as Material Margin
by Revenue from Operations.

EBITDA is calculated as Profit after Tax plus tax expenses, depreciation, and amortization expense plus finance cost less finance
income and other income.

EBITDA Margin is calculated as EBITDA by Revenue from Operations.

PAT is profit after tax for the period.

PAT Margin is calculated PAT by Total Income.

Revenue by Top 5/ Top 10 Customers is calculated in the descending order of customer revenues. Top 5/ Top 10 Customers % is
calculated as total of top 5/ top 10 customers revenue by Total Income.

Revenue by Geography is calculated based on the country of customer. Country (India) classification is being made as mentioned
in the above note. Revenue by Geography % is calculated as income generated in the respective country divided by Total Income.
Revenue by End Use Industry is calculated as the total Revenue from Operations generated by the customers (operating in that
industry). Revenue by End Use Industry % is calculated as total revenue generated by the customers (operating in that industry)
by Total Revenue from Operations.

Revenue by Service Line is calculated as the total revenue by service lines. Revenue by Service Line % is calculated as the total
revenue by service lines by Total Income.

Capital Expenditure incurred is the total capital expenditure incurred during the year.

Return on Capital Employed is computed as earnings before interest and taxes (EBIT) by average capital employed (capital
employed is sum of tangible net worth (excluding intangible assets) plus total debt).

Return on Net Worth is calculated as Net Profit attributable to equity holders of the parent company by average shareholders
equity (excluding non controlling interest).

Asset Turnover Ratio is calculated as Revenue from Operations by net block of assets (property, plant & equipment).
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16. Order Book is the total open orders as at the end of the period.

17. Net Working Capital is calculated as current assets less current liabilities (excluding short term borrowings and current portion
of the lease liabilities).

18. Net Debt is calculated as total borrowings less cash and cash equivalents (including current investments).

For more information, please see “Basis for Offer Price — Key financial and operational metrics” on page 144.
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GENERAL INFORMATION

Our Company was incorporated as Avalon Technologies Private Limited, a private limited company, at Chennai
under the Companies Act, 1956 on November 3, 1999, and was granted the certificate of incorporation by the
RoC. Subsequently, the name of the Company was changed to Avalon Technologies Limited pursuant to a special
resolution passed by the shareholders of the Company on July 6, 2022, and a fresh certificate of incorporation
dated July 29, 2022 was issued by the RoC consequent upon change of name upon conversion into a public
limited company under the Companies Act, 2013. For further details relating to the changes in registered office
of our Company, see “History and Certain Corporate Matters” on page 271.

Registered and Corporate Office of our Company

The address and certain other details of our Registered and Corporate Office are as follows:
Avalon Technologies Limited

B — 7, First Main Road, MEPZ

Tambaram, Chennai — 600 045

Tamil Nadu, India

For details of the changes in our Registered and Corporate Office, see “History and Certain Corporate Matters
— Changes in the Registered Office” at page 271.

Company Registration Number and Corporate Identity Number
The registration number and corporate identity number of our Company are as follows:

a. Registration number: 043479
b. Corporate identity number: U30007TN1999PLC043479

The Registrar of Companies

Our Company is registered with the Registrar of Companies, Tamil Nadu at Chennai which is situated at the
following address:

Block #6, B Wing, 2™ Floor
Shastri Bhawan, 26, Haddows Road
Chennai — 600 034, Tamil Nadu, India

Board of Directors

The following table sets out the brief details of our Board as on the date of this Prospectus:

Name Designation DIN Address
Kunhamed Bicha Chairman and Managing | 00819707 Villa #95, Adarsh Palm Retreat,
Director Bellandur, Devara Beesana Halli,
Bengaluru — 560 103, Karnataka,
India
Bhaskar Srinivasan Non-executive Director 02561215 18320 Urbano DR, Pflugerville,
Texas — 78660, USA
Luguman Veedu Ediyanam Non-executive Director 06493214 PO Box 91300, Abu Dhabi, United
Arab Emirates
Sareday Seshu Kumar Non-executive Director 01646703 17281 LA Rinconada DR, Los
Gatos, California — 95030, USA
Venkataramani Independent Director 00277816 13/12, Boat Club Road, Raja
Ananthramakrishnan Annamalaipuram, Chennai — 600
028, Tamil Nadu, India
Chandar Pattabhiram Independent Director 09606151 19336 Monte Vista DR, Saragota,
California 95070
Byas Unnikrishnan Nambisan | Independent Director 01342141 Miraya Hotel and Residence,
Apartment, 1101 100/6 Varthur
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Name Designation DIN Address

Road, Ramagondanahalli,
Whitefield Bengaluru — 560 066,
Karnataka, India

Nandita Abraham Independent Director 01006030 T-1/703, Parsvnath Prestige — 2
Sector 93A, Noida, Gautam Budh
Nagar, Uttar Pradesh — 201 301,

India

For further details of our Board of Directors, see “Our Management” on page 282.
Company Secretary and Compliance Officer

Dr. Rajesh V, is the Company Secretary, Compliance Officer and Legal Head of our Company. His contact details
are as follows:

Dr. Rajesh V

B - 7, First Main Road, MEPZ
Tambaram, Chennai — 600 045

Tamil Nadu, India

Tel.: 49144 42220 400

E-mail: investorsrelations@avalontec.com

Investor Grievances

Investors may contact the Company Secretary, Compliance Officer and Legal Head and or the Registrar to the
Offer in case of any pre-Offer or post-Offer related grievances including non-receipt of letters of Allotment, non-
credit of Allotted Equity Shares in the respective beneficiary account, non-receipt of refund orders or non-receipt
of funds by electronic mode, etc. For all Offer related queries and for redressal of complaints, investors may also
write to the BRLMs.

All Offer-related grievances, other than of Anchor Investors, were required to be addressed to the Registrar to the
Offer with a copy to the relevant Designated Intermediary(ies) with whom the Bid cum Application Form was
submitted, giving full details such as name of the sole or First Bidder, Bid cum Application Form number,
Bidder’s DP ID, Client ID, PAN, address of Bidder, number of Equity Shares applied for, ASBA Account number
in which the amount equivalent to the Bid Amount was blocked or the UPI ID (for UPI Bidders), date of Bid cum
Application Form and the name and address of the relevant Designated Intermediary(ies) where the Bid was
submitted. Further, the Bidder was also required to enclose the Acknowledgment Slip or the application number
from the Designated Intermediary(ies) in addition to the documents or information mentioned hereinabove. All
grievances relating to Bids submitted through Registered Brokers were required to be addressed to the Stock
Exchanges with a copy to the Registrar to the Offer. The Registrar to the Offer was required to obtain the required
information from the SCSBs for addressing any clarifications or grievances of ASBA Bidders.

All Offer-related grievances of the Anchor Investors may be addressed to the Registrar to the Offer, giving full
details such as the name of the sole or First Bidder, Anchor Investor Application Form number, Bidders’ DP 1D,
Client ID, PAN, date of the Anchor Investor Application Form, address of the Bidder, number of the Equity
Shares applied for, Bid Amount paid on submission of the Anchor Investor Application Form and the name and
address of the BRLMSs where the Anchor Investor Application Form was submitted by the Anchor Investor.

Book Running Lead Managers

JM Financial Limited

7" Floor, Cnergy

Appasaheb Marathe Marg, Prabhadevi

Mumbai 400 025, Maharashtra, India

Tel.: +91 22 6630 3030

E-mail: atl.ipo@jmfl.com

Investor Grievance ID: grievance.ibd@jmfl.com
Website: www.jmfl.com

Contact Person: Prachee Dhuri

DAM Capital Advisors Limited

One BKC, Tower C, 15" Floor, Unit No. 1511
Bandra Kurla Complex, Bandra (East)

Mumbai — 400 051, Maharashtra, India

Tel: +91 22 4202 2500

E-mail: avalon.ipo@damcapital.in

Investor Grievance ID: complaint@damcapital.in
Website: www.damcapital.in

Contact Person: Chandresh Sharma
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SEBI Registration No.: INM000010361 SEBI Registration No.: MB/INM000011336

IIFL Securities Limited Nomura Financial Advisory and Securities (India)
10th Floor, IIFL Centre Private Limited

Kamala City, Senapati Bapat Marg Ceejay House, Level 11 Plot F, Shivsagar Estate, Dr.
Lower Parel (West) Annie Besant Road, Worli, Mumbai 400 018
Mumbai - 400 013 Mabharashtra, India

Mabharashtra, India Tel: +91 22 4037 4037

Tel: +91 22 4646 4728 E-mail: avalontechnologiesipo@nomura.com
E-mail: avalon.ipo@iiflcap.com Investor Grievance ID: investorgrievances-
Website: www.iiflcap.com in@nomura.com

Investor Grievance ID: ig.ib@iiflcap.com Website:

Contact Person: Yogesh Malpani / Pawan Jain www.nomuraholdings.com/company/group/asia/indi
SEBI Registration No.: INM000010940 a /index.html

Contact Person: Vishal Kanjani / Kshitij Thakur
SEBI Registration No: INM000011419

Statement of inter-se allocation of responsibilities among the BRLMs

The responsibilities and coordination by the BRLMs for various activities in the Offer are as follows:

# Activity Responsibility Coordinator

1. Capital structuring, due diligence of the Company All BRLMs JM Financial
including its operations/management, legal etc.
Drafting and design of the Draft Red Herring
Prospectus, Red Herring Prospectus, Prospectus,
abridged prospectus and Application Form. The
BRLMs shall ensure compliance with stipulated
requirements and completion of prescribed formalities
with the Stock Exchanges, RoC and SEBI including
finalisation of Prospectus and RoC filing

2. Positioning strategy, drafting of business section and All BRLMs JM Financial
industry section of the Draft Red Herring Prospectus,
Red Herring Prospectus and Prospectus

w

Drafting and approval of all statutory advertisement All BRLMs JM Financial

4, Drafting and approval of all publicity material other All BRLMs DAM Capital
than statutory advertisement as mentioned above
including corporate advertising, brochure, etc. and
filing of media compliance report

5. Appointment of intermediaries - Registrar to the Offer All BRLMs JM Financial
and advertising agency, including coordination of all
agreements to be entered into with such intermediaries

6. Appointment of intermediaries - Banker(s) to the Offer, All BRLMs IFL
Sponsor Bank(s), printer and other intermediaries,
including coordination of all agreements to be entered
into with such intermediaries

7. Preparation of road show presentation and frequently All BRLMs Nomura
asked questions
8. International institutional marketing of the Offer, which All BRLMs Nomura

will cover, inter alia:

e marketing strategy;

e  Finalizing the list and division of investors for one-
to-one meetings; and

e Finalizing road show and investor meeting
schedule

9. Domestic institutional marketing of the Offer, which All BRLMs JM Financial

will cover, inter alia:

e marketing strategy;

e  Finalizing the list and division of investors for one-
to-one meetings; and

e Finalizing road show and investor meeting
schedule
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follow-up with Bankers to the Offer and SCSBs to get
quick estimates of collection and advising Company
about the closure of the Offer, based on correct figures,
finalisation of the basis of allotment or weeding out of
multiple applications, listing of instruments, dispatch of
certificates or demat credit and refunds, payment of STT
on behalf of the Selling Shareholders and coordination
with various agencies connected with the post-Offer
activity such as Registrar to the Offer, Bankers to the
Offer, Sponsor Bank(s), SCSBs including responsibility
for underwriting arrangements, as applicable.

Coordinating with Stock Exchanges and SEBI for
submission of all post-Offer reports including the initial
and final post-Offer report to SEBI, release of 1%
security deposit post closure of the Offer

# Activity Responsibility Coordinator
10. |Retail marketing of the Offer, which will cover, inter All BRLMs IFL
alia,
e  Finalising media, marketing and public relations
strategy including list of frequently asked
questions at retail road shows;
e Finalising centres for holding conferences for
brokers, etc.;
e Formulating strategies for marketing to Non-
Institutional Investors
e  Follow-up on distribution of publicity and Offer
material including application form, the Prospectus
and deciding on the quantum of the Offer material;
and Finalising collection centres
11. | Non-institutional marketing of the Offer, which will All BRLMs DAM Capital
cover, inter alia,
e Formulating strategies for marketing to Non-
Institutional Investors;
e  Finalising media, marketing and public relations
strategy;
e Finalising centres for holding conferences for
brokers, etc
12. | Coordination with Stock Exchanges for book building All BRLMs IFL
software, bidding terminals, mock trading, payment of
1% security deposit, anchor coordination, anchor CAN
and intimation of anchor allocation
13. | Managing the book and finalization of pricing in All BRLMs Nomura
consultation with the Company
14. |Post-Offer activities, which shall involve essential All BRLMs DAM Capital

Legal counsel to our Company as to Indian Law

Khaitan & Co

Embassy Quest

3 Floor, 45/1 Magrath Road
Bengaluru — 560 025
Karnataka, India

Tel: +91 80 4339 7000

Legal counsel to the BRLMs as to Indian Law

AZB & Partners AZB & Partners

AZB House AZB House, Peninsula Corporate Park
Plot No. A8, Sector-4 Ganpatrao Kadam Marg, Lower Parel
Noida 201 301 Mumbai 400 013

India India

Tel: +91 120 417 9999 Tel: +91 22 6639 6880
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International legal counsel to the BRLMs

Allen & Overy (Asia) Pte Ltd
50 Collyer Quay

09-01 OUE Bayfront
Singapore 049321

Tel.: +65 6671 6000

Legal Counsel to Selling Shareholders as to Indian Law

Harshit Khare Law Offices
Eccosphere, B-61, Block B
Sector 67, Noida, 201 301
Uttar Pradesh, India

Tel: +91 120 495 7611

Registrar to the Offer

Link Intime India Private Limited
C101, 247 Park

1%t Floor, L.B.S. Marg, Vikhroli (West)
Mumbai- 400 083

Maharashtra, India

Investor Grievance Email: avalontec.ipo@linkintime.co.in
Website: www.linkintime.co.in
Contact Person: Shanti Gopalkrishnan
E-mail: avalontec.ipo@linkintime.co.in
Tel.: +91 22 4918 6200/81081 14949
SEBI Registration No.: INRO00004058

Banker(s) to the Offer
Refund Bank/ Public Offer Account Bank/ Sponsor Bank

HDFC Bank Limited

HDFC Bank Limited, FIG-OPS Department-Lodha

| Think Techno Campus O-3 Level

Next to Kanjurmarg, Railway Station

Kanjurmarg (East), Mumbai— 400 042

Mabharashtra, India

E-mail: vikas.rahate@hdfcbank.com, eric.bacha@hdfcbank.com,
siddharth.jadhav@hdfcbank.com, sachin.gawade@hdfcbank.com and
tushar.gavankar@hdfcbank.com

Tel.: +91 22 3075 2929/28/14

Website: www.hdfcbank.com

Contact Person: Vikas Rahate, Eric Bacha,

Siddharth Jadhav, Sachin Gawade and Tushar Gavankar

SEBI Registration No.: INBI00000063

Escrow Collection Bank/ Sponsor Bank

ICICI Bank Limited

Capital Market Division, 5" Floor

HT Parekh Marg, Backbay Reclamation
Churchgate, Mumbai — 400 020
Maharashtra, India
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E-mail: sagar.welekar@icicibank.com
Tel.: +91 22 6805 2182

Website: www.icicibank.com

Contact Person: Sagar Welekar

SEBI Registration No.: INB100000004

Syndicate Members

JM Financial Services Limited

Ground Floor, 2, 3 and 4, Kamanwala Chambers

Sir P.M. Road, Fort, Mumbai 400 001

Maharashtra, India

E-mail: tn.kumar@jmfl.com/sona.verghese@jmfl.com
Tel.: +91 22 6136 3400

Website: www.jmfinancialservices.in

Contact Person: T N Kumar/Sona Verghese

SEBI Registration No.: INZ000195834

Sharekhan Limited

The Ruby, 18th Floor, 29

Senapati Bapat Marg

Dadar (West), Mumbai — 400 028

Maharashtra, India

E-mail: pravin@sharekhan.com

Tel.: +91 22 6116 9179

Website: www.sharekhan.com

Contact Person: Pravin Darji

SEBI Registration No.: INB231073330 / INB011073351

Designated Intermediaries
Self-Certified Syndicate Banks

The list of SCSBs notified by SEBI for the ASBA process is available at
http://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes, or at such other website as may be
prescribed by SEBI from time to time. A list of the Desighated SCSB Branches with which an ASBA Bidder
(other than a UPI Bidder), not bidding through Syndicate/Sub Syndicate or through a Registered Broker, CRTA
or CDP may submit the Bid cum Application Forms, is available at
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=34, or at such other
websites as may be prescribed by SEBI from time to time.

SCSBs eligible as Issuer Banks for UPI Mechanism

In accordance with SEBI Circular No. SEBI/HO/CFD/DIL2/CIR/P/2019/76 dated June 28, 2019 and SEBI
Circular No. SEBI/HO/CFD/DIL2/CIR/P/2019/85 dated July 26, 2019, and SEBI Circular No.
SEBI/HO/CFD/DIL2/CIR/P/2022/45 dated April 5, 2022, UPI Bidders may apply through the SCSBs and mobile
applications  using the  UPI handles  specified on  the  website of the  SEBI
(https:/iwww.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=40) and
(https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmld=43)  respectively, as
updated from time to time.

Syndicate SCSB Branches

In relation to Bids (other than Bids by Anchor Investors and RIIs) submitted to a member of the Syndicate, the
list of branches of the SCSBs at the Specified Locations named by the respective SCSBs to receive deposits of
Bid cum Application Forms from the Members of the Syndicate is available on the website of the SEBI at
http://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes&intmld=35, as updated from time to
time or any such other website as may be prescribed by SEBI from time to time. For more information on such
branches collecting Bid cum Application Forms from the Syndicate at Specified Locations, see the website of the
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SEBI at http://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognised=yes&intmld=35 or any such other
website as may be prescribed by SEBI from time to time.

Registered Brokers

Bidders could submit ASBA Forms in the Offer using the stockbroker network of the stock exchange, i.e., through
the Registered Brokers at the Broker Centres. The list of the Registered Brokers eligible to accept ASBA Forms,
including details such as postal address, telephone number and e-mail address, is provided on the websites of the
Stock Exchanges at www.bseindia.com and www.nseindia.com, as updated from time to time.

Registrar and Share Transfer Agents

The list of the RTAs eligible to accept ASBA Forms at the Designated RTA Locations, including details such as
address, telephone number and e-mail address, is provided on the websites of the Stock Exchanges at
www.bseindia.com/Static/Markets/Publiclssues/RtaDp.aspx? and
www.nseindia.com/products/content/equities/ipos/asba_procedures.htm, respectively, as updated from time to
time.

Collecting Depository Participants

The list of the CDPs eligible to accept ASBA Forms at the Designated CDP Locations, including details such as
their name and contact details, is provided on the websites of the Stock Exchanges at
www.bseindia.com/Static/Markets/Publiclssues/RtaDp.aspx? and www.nseindia.com/products/content/equities/
ipos/asha_procedures.htm, respectively, as updated from time to time.

Experts
Except as stated below, our Company has not obtained any expert opinions:

Our Company has received the written consent dated March 1, 2023 from Varma & Varma, Chartered
Accountants, to include their name as required under Section 26 (1) of the Companies Act, 2013 read with SEBI
ICDR Regulations, in this Prospectus and as an “Expert” as defined under Section 2(38) of the Companies Act,
2013 to the extent and in their capacity as our Statutory Auditors, and in respect of their (i) examination report
dated March 1, 2023 on our Restated Consolidated Financial Information; and (ii) their report dated March 1,
2023 on the statement of possible special tax benefits available to the Company, its Material Subsidiaries and its
shareholders, in this Prospectus and such consent has not been withdrawn as on the date of this Prospectus.
However, the term “Expert” shall not be construed to mean an “expert” as defined under the U.S. Securities Act.

Our Company has received written consent dated August 9, 2022 from Mohan & Venkataraman, Chartered
Accountants, holding a valid peer review certificate from ICAI, to include their name as required under Section
26(5) of the Companies Act, 2013 read with SEBI ICDR Regulations in this Prospectus and as an “expert” as
defined under Section 2(38) of Companies Act, 2013 in respect of the certificates issued by them in their capacity
as an independent chartered accountant to our Company.

In addition, our Company has received written consent dated February 28, 2023 from Protech Consultants, as
chartered engineer to include their name under the Companies Act, 2013 in this Prospectus and as an “expert” as
defined under the Companies Act, 2013 in respect of their certificate dated February 28, 2023 on our Company’s
and our Subsidiaries’ manufacturing capacity and its utilization at certain manufacturing facilities, and such
consent has not been withdrawn as on the date of this Prospectus.

Statutory Auditor to our Company

Varma & Varma, Chartered Accountants
Sreela Terrace, Level 4, Unit D

105, First Main Road

Gandhinagar, Adyar, Chennai — 600 020
Tamil Nadu, India

E-mail: chennai@varmaandvarma.com
Tel.: 491 44 2442 3496 | 2445 2239

Firm registration number: 004532S
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Peer review number: 014223
Changes in Auditors

Except as disclosed below, there has been no change in our statutory auditors in the three years preceding the date
of this Prospectus:

Particulars Date of change Reason for change

Varma & Varma, Chartered Accountants May 5, 2022 Appointment as the Statutory Auditors
Sreela Terrace, Level 4, Unit D

105, First Main Road

Gandhinagar, Adyar, Chennai — 600 020

Tamil Nadu, India

E-mail: chennai@varmaandvarma.com

Tel.: +91 44 2442 3496 [ 2445 2239

Firm registration number: 004532S

Peer review number: 014223

Karpagam Krishnan and Natarajan May 5, 2022 Completion of the term of appointment of
Sreenivas #4 (old #21) Karpagam Krishnan and Natarajan, Chartered
Balaji Avenue, First Street Accountant as statutory auditors of the
T Nagar, Chennai — 600 017 Company

Tamil Nadu, India

Tel.: +91 44 2834 0969 / 2834 4816

Email: workdesk@kknca.com

Firm Registration Number: 0001748S
Peer review number: Not yet peer reviewed

Bankers to our Company

Bank of India

Mount Road Branch

827 Dhun Building

Anna Salai, Chennai — 600 002

Tamil Nadu, India

Tel: +91 44 2852 0565 / 91 44 2852 0664
Contact Person: Sundar N

Email: Mountroad.Chennai@bankofindia.co.in
Website: www.bankofindia.co.in

Indian Bank

MEPZ Branch, MEPZ Administrative Building
Ground Floor, Kadaperi Tambaram

Chennai— 600 045, Tamil Nadu, India

Tel: +91 44 2262 1010 / +91 44 2262 2020
Contact Person: Dinesh Nayak V R

E-mail: mepz@indianbank.co.in

Website: www.indianbank.co.in

HDFC Bank Limited

No 115, 7" Floor, R K Salai

Mylapore, Chennai

Tamil Nadu, India

Tel: +91 44 24847 7088 / 9380045312
Contact Person: N Prabhakaran
E-mail: n.prabhakaran@hdfcbank.com
Website: www.hdfcbank.com

Standard Chartered Bank
No 19 Rajaji Salai

Chennai — 600 001

Tamil Nadu, India

Tel: +91 99 6221 6143
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Contact Person: L Gokulakrishnan
E-mail: Gokulakrishnan.L1@sc.com
Website: www.sc.com/in

Grading of the Offer
No credit agency registered with SEBI has been appointed for obtaining grading for the Offer.
Appraising Entity

No appraising entity has been appointed in relation to the Offer. For further information, see “Risk Factors — We
have not entered into any definitive arrangements to utilize certain portions of the Net Proceeds of the Offer. Our
funding requirements and proposed deployment of the Net Proceeds are based on management estimates and
have not been independently appraised by a bank or a financial institution” on page 47.

Monitoring Agency

Our Company has appointed CARE Ratings Limited as the monitoring agency in accordance with Regulation 41
of the SEBI ICDR Regulations. Their details are as follows:

CARE Ratings Limited

4th Floor, Godrej Coliseum
Somaiya Hospital Road

Off Eastern Express Highway

Sion, Mumbai—400 022
Maharashtra, India

Tel: +91 22 6754 3456

Contact Person: V Pradeep Kumar
E-mail: pradeep.kumar@careedge.in
Website: www.careedge.in

Credit Rating

As the Offer is of Equity Shares, credit rating is not required.

Debenture Trustee

As the Offer is of Equity Shares, the appointment of trustees not required.

Green Shoe Option

No green shoe option is contemplated under the Offer.

Filing

A copy of the Draft Red Herring Prospectus was filed electronically on the SEBI’s online portal at
https://siportal.sebi.gov.in in accordance with SEBI circular bearing reference
SEBI/HO/CFD/DIL1/CIR/P/2018/011 dated January 19, 2018, and at cfddil@sebi.gov.in, in accordance with the
instructions issued by the SEBI on March 27, 2020, in relation to “Easing of Operational Procedure — Division
of Issues and Listing — CFD”.

A copy of the Red Herring Prospectus, along with the material contracts and documents required to be filed under
Section 32 of the Companies Act, 2013 was filed with the RoC and a copy of this Prospectus will be filed under
Section 26 of the Companies Act, 2013 with the RoC at its office.

Book Building Process

Book building, in the context of the Offer, refers to the process of collection of Bids from investors on the basis

of the Red Herring Prospectus and the Bid cum Application Forms. The Price Band was decided by our Company
and the Promoter Selling Shareholders, in consultation with the BRLMSs, and was advertised in in all editions of
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the Financial Express, an English national daily newspaper, all editions of Jansatta, a Hindi national daily
newspaper and the Chennai edition of Makkal Kural, a Tamil daily newspaper (Tamil being the regional language
of Tamil Nadu, where our Registered and Corporate Office is located), at least two Working Days prior to the
Bid/Offer Opening Date and was made available to the Stock Exchanges for the purposes of uploading on their
respective websites. The Offer Price was determined by our Company and the Promoter Selling Shareholders in
consultation with the BRLMs after the Bid/Offer Closing Date.

All Bidders, other than UPI Bidders and Anchor Investors, participated only through the ASBA process by
providing the details of their respective ASBA Account in which the corresponding Bid Amount was blocked by
the SCSBs. UPI Bidders participated through the ASBA process using the UPI Mechanism. Anchor Investors
were not permitted to participate in the Offer through the ASBA process.

In accordance with the SEBI ICDR Regulations, QIBs and Non-Institutional Investors were not permitted to
withdraw or lower the size of their Bids (in terms of the quantity of the Equity Shares or the Bid Amount) at any
stage. Retail Individual Investors could revise their Bids during the Bid/ Offer Period and withdraw their Bids
until the Bid/ Offer Closing Date. Further, Anchor Investors could not withdraw their Bids after the Anchor
Investor Bidding Date. Allocation to QIBs (other than Anchor Investors) was on a proportionate basis while
allocation to Anchor Investors was on a discretionary basis. For further details, see “Terms of the Offer” and “Offer
Procedure” beginning on pages 507 and 518, respectively.

The Book Building Process and the Bidding process are subject to change from time to time.

Bidders should note that the Offer is also subject to (i) filing of this Prospectus by our Company with the
RoC; and (ii) our Company obtaining final listing and trading approvals from the Stock Exchanges, which
our Company shall apply for after Allotment.

For further details on the method and procedure for Bidding, an illustration of the Book Building Process and the
price discovery process see “Offer Procedure” and “Terms of the Offer” beginning on pages 518 and 507,
respectively.

Underwriting Agreement

Our Company and the Selling Shareholders have entered into an Underwriting Agreement with the Underwriters
for the Equity Shares proposed to be offered through the Offer. Pursuant to the terms of the Underwriting
Agreement, the obligations of the Underwriters is several and are subject to certain conditions to closing, as
specified therein.

The Underwriting Agreement is dated April 7, 2023. The Underwriters have indicated their intention to underwrite
the following number of Equity Shares:

(Z in million)
Name, address, telephone and e-mail of the Underwriters Indicative Number of Amount
Equity Shares to be Underwritten
Underwritten
JM Financial Limited 1,239,865 540.58

7th Floor Cnergy

Appasaheb Marathe Marg, Prabhadevi
Mumbai — 400 025

Maharashtra, India

Tel: +91 22 6630 3030

E-mail: atl.ipo@jmfl.com

DAM Capital Advisors Limited 1,239,865 540.58
One BKC, Tower C, 15" Floor, Unit No. 1511
Bandra Kurla Complex, Bandra (East)
Mumbai — 400 051

Maharashtra, India

Tel: +91 22 4202 2500

E-mail: avalon.ipo@damcapital.in

IIFL Securities Limited 1,239,965 540.62
10th Floor, IIFL Centre

Kamala City, Senapati Bapat Marg
Lower Parel (West)

Mumbai — 400 013

Maharashtra, India
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Name, address, telephone and e-mail of the Underwriters Indicative Number of Amount
Equity Shares to be Underwritten
Underwritten

Tel: +91 22 4646 4728

E-mail: avalon.ipo@iiflcap.com
Nomura Financial Advisory and Securities (India) Private Limited 1,239,965 540.62
Ceejay House, Level 11 Plot F, Shivsagar Estate
Dr. Annie Besant Road, Worli

Mumbai — 400 018

Maharashtra, India

Tel: +91 22 4037 4037

E-mail: avalontechnologiesipo@nomura.com
JM Financial Services Limited 100 0.04
Ground Floor, 2, 3 and 4, Kamanwala Chambers

Sir P.M. Road, Fort

Mumbai — 400 001

Maharashtra, India

Tel.: +91 22 6136 3400

E-mail: tn.kumar@jmfl.com/sona.verghese@jmfl.com
\Website: www.jmfinancialservices.in

Sharekhan Limited 100 0.04
The Ruby, 18th Floor, 29

Senapati Bapat Marg, Dadar (West)
Mumbai — 400 028

Maharashtra, India

E-mail: pravin@sharekhan.com
Tel.: +91 22 6116 9179

Website: www.sharekhan.com
Total 4,959,860 2,162.50

The abovementioned underwriting commitment is indicative and will be finalized after finalization of the Basis
of Allotment and will be subject to the provisions of the SEBI ICDR Regulations.

In the opinion of our Board of Directors, the resources of the Underwriters are sufficient to enable them to
discharge their respective underwriting obligations in full. The Underwriters are registered with the SEBI under
Section 12(1) of the SEBI Act or registered as brokers with the Stock Exchange(s). Our Board, at its meeting held
on April 7, 2023, has accepted and entered into the Underwriting Agreement mentioned above on behalf of our
Company.

Allocation among the Underwriters may not necessarily be in proportion to their underwriting commitments.
Notwithstanding the above table, the Underwriters shall be severally responsible for ensuring payment with
respect to Equity Shares allocated to investors procured by them.

Subject to the applicable laws and pursuant to the terms of the Underwriting Agreement, the BRLMs will be

responsible for bringing in the amount devolved in the event that the Syndicate Members do not fulfil their
underwriting obligations.
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CAPITAL STRUCTURE

The Equity Share capital of our Company as on the date of this Prospectus is as set forth below:

(in %, except share data or indicated otherwise)

Aggregate value at face value Aggregat;;/ii:atie it Ot
A | AUTHORIZED SHARE CAPITAL
85,000,000 Equity Shares 170,000,000 -
500,000 Preference Shares 50,000,000 -
Total 220,000,000 -
B | ISSUED, SUBSCRIBED AND PAID-UP CAPITAL BEFORE THE OFFER
57,953,128 Equity Shares \ 115,906,256 |
C |PRESENT OFFER IN TERMS OF THIS PROSPECTUS
Offer of 19,839,446 Equity Shares aggregating to 39,678,892" 8,649,998,456"
28,650.00" million ® comprising of:
Fresh Issue of 7,339,449" Equity Shares aggregating 14,678,898" 3,199,999,764"
to Z3,200.00" million ®
Offer for Sale of 12,499,997° Equity Shares 24,999,994" 5,449,998,692"
aggregating to ¥5,450.00" million by the Selling
Shareholders @
E | ISSUED, SUBSCRIBED AND PAID-UP CAPITAL AFTER THE OFFER
65,292,577" Equity Shares \ 130,585,154" | 28,467,563,572"
F | SECURITIES PREMIUM
Before the Offer 1,269,074,820.14
After the Offer 4,454,395,686.14

" Subject to finalization of Basis of Allotment.

@ The Offer has been authorized by a resolution of our Board dated August 2, 2022 and the Fresh Issue has been authorised by a resolution
of our Shareholders dated August 2, 2022. Further, our Board has taken on record the consents of the Selling Shareholders by resolutions
dated August 2, 2022 and March 1, 2023. The Selling Shareholders have consented to participate in the Offer for Sale pursuant to their
respective consent letters. For further details of authorizations received for the Offer for Sale, see “Other Regulatory and Statutory
Disclosures” on page 489.

@ Each of the Selling Shareholders confirms that the Equity Shares being offered by it are eligible for being offered for sale pursuant to the
Offer in terms of Regulation 8 of the SEBI ICDR Regulations. For further details of consents received for the Offer, see “Other Regulatory
and Statutory Disclosures” on page 489. In accordance with Regulation 8A of the SEBI ICDR Regulations; (i) the number of Equity Shares
offered for sale by Selling Shareholders holding, individually or with persons acting in concert, more than 20% of pre-Offer shareholding
of our Company (on a fully- diluted basis), have not exceeded more than 50% of their respective pre-Offer shareholding (on a fully- diluted
basis) and (ii) the number of Equity Shares offered for sale by Selling Shareholders holding, individually or with persons acting in concert,
less than 20% of pre-Offer shareholding of our Company (on a fully- diluted basis), have not exceeded more than 10% of the pre-Offer
shareholding of our Company (on a fully- diluted basis). For details on the authorisation of the Selling Shareholders in relation to the
Offered Shares, see “Other Regulatory and Statutory Disclosures” on page 489.

@ Our Company, in consultation with the BRLMs, has undertaken two Pre-IPO Placements of Equity Shares aggregating to approximately
%300.00 million and approximately 500.00 million, respectively. Accordingly, the size of the Fresh Issue has been reduced by 3800.00
million pursuant to the Pre-1PO Placements and the revised Fresh Issue size aggregates to <3,200.00 million.

Notes to the Capital Structure

1. Share Capital history of our Company

a. Equity Share Capital

The following table sets forth the history of the Equity Share capital of our Company.

Face .
Number  value Issue . Cum_ulatlve
of equity per  price per Nature of Nature of Details of S Ei paldjup
Date of allotment . . . . number of equity
shares equity  equity  consideration  allotment allottees equity shares share
allotted share share %) q .
® capital (%)
November 5, 1999 20 | 100.00 100.00 | Cash Subscription | TP 20 2,000
to the MoA Imbichammad
— 10 equity
shares
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Date of allotment

March 15, 2001

December 22,
2003

March 31, 2006

March 1, 2007

March 29, 2007

April 23, 2016

Face

Number  value Issue
of equity per  price per
shares equity  equity
allotted share share )
®
980 | 100.00 366.94 | Cash
24,000 | 100.00 NA | NA

640 | 100.00 | 15,775.00 | Cash

390 | 100.00 | 28,997.00 | Cash

104,120 | 100.00 NA | NA

6,592 | 100.00 | 20,750.00 | Cash

Nature of
consideration
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Nature of
allotment

Private
placement

Bonus
issue®

Private
placement

Private
placement

Bonus
issue®

Rights issue

Cumulative
number of
equity shares

Details of
allottees

Mariyam

Bicha - 10

equity shares

TP 1,000
Imbichammad

— 490 equity

shares

Sareday
Seshu Kumar
— 90 equity
shares

Bhaskar

Srinivasan —

400 equity

shares”

TP 25,000
Imbichammad

—12,000

equity shares

Mariyam
Bicha — 240
equity shares

Bhaskar
Srinivasan —
9,600 equity
shares

Sareday
Seshu Kumar
— 2,160 equity
shares

Anand Kumar
— 640 equity
shares

Anand Kumar
— 390 equity
shares”

TP 130,150
Imbichammad

- 50,000

equity shares

25,640

26,030

Mariyam
Bicha — 1,000
equity shares

Bhaskar
Srinivasan —
40,000 equity
shares”

Sareday
Seshu Kumar
—9,000 equity
shares

Anand Kumar
— 4,120 equity
shares”
Luguman
Veedu
Ediyanam —
6,592 equity
shares

136,742

Cumulative
paid-up
equity
share
capital (%)

100,000

2,500,000

2,564,000

2,603,000

13,015,000

13,674,200



Number

of equity
Date of allotment shares

allotted
June 9, 2016 4,480
June 14, 2016 2,270
October 17, 2016 1,119
September 25, 8,386

2019

March 26, 2021

Face
value
per
equity
share
®)
100.00

100.00

100.00

100.00

Issue
price per
equity
share (%)

22,100.00

29,633.00

29,615.00

12,699.95

Nature of

consideration

Cash

Cash

Cash

Other than

cash

6,670 | 100.00 | 10,900.00 | Cash

Nature of
allotment

Rights issue

Rights issue

Rights issue

Acquisition
of Avalon
Technology
and Services
Private
Limited by
our
Company ©

Rights issue

Details of
allottees

Luguman
Veedu
Ediyanam —
4,480 equity
shares
Luguman
Veedu
Ediyanam —
2,270 equity
shares”
Luguman
Veedu
Ediyanam —
1,119 equity
shares”

TP
Imbichammad
—1,302 equity
shares

Mariyam
Bicha — 144
equity shares

Kunhamed
Bicha - 3,675
equity shares

Bhaskar
Srinivasan —
2,384 equity
shares”

Anand Kumar
— 881 equity
shares”
Anand Kumar
— 6,670 equity
shares

Cumulative
number of
equity shares

141,222

143,492

144,611

152,997

159,667

Cumulative
paid-up
equity
share
capital (%)

14,122,200

14,349,200

14,461,100

15,299,700

15,966,700

Pursuant to a resolution of our Board passed in their meeting held on June 24, 2022, and a resolution of our Shareholders passed in their
extraordinary general meeting held on June 27, 2022, each fully paid - up equity share of our Company of face value ¥100 was split into
50 equity shares of 32 each, and accordingly, 159,667 equity shares of our Company of T100 each were split into 7,983,350 Equity Shares.

June 27, 2022 47,900,100

2.00

NA

NA
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Bonus
issue®

Kunhamed
Bicha —
18,555,000
Equity Shares

Bhaskar
Srinivasan —
15,903,900
Equity Shares

Luguman
Veedu
Ediyanam —
4,787,700
Equity Shares

Anand Kumar
— 3,771,000
Equity Shares

Sareday
Seshu Kumar
— 3,340,200
Equity Shares

TP
Imbichammad

55,883,450

111,766,900



Date of allotment

Face
Number  value Issue
of equity per  price per Nature of Nature of Details of
shares equity  equity  consideration  allotment allottees
allotted share share )
®

Cumulative
Cumulative paid-up
number of equity
equity shares share
capital (%)

—1,128,600
Equity Shares

Mariyam
Bicha —
413,700
Equity Shares

October 20, 2022 798,339 2 375.78 | Cash Private UNIFI 56,681,789 | 113,363,578

placement® | Financial
Private
Limited —
798,339
Equity Shares

February 14, 2023 97,796 2 357.89 | NA® Conversion M.A. 56,779,585 | 113,559,170

of Preference | Murugappan

Shares™ Holdings LLP
(formerly
known as
M.A.
Murugappan
Holdings
Private
Limited) —
65,197 Equity
Shares

MA
Arunachalam
- 32,599
Equity Shares

February 20, 2023 | 1,173,543 2 426.06 | Cash Private Ashoka India 57,953,128 | 115,906,256

placement® | Equity
Investment
Trust Plc —
1,173,543
Equity Shares

*Our Company has filed a compounding application with the RBI for delay in filing of Form FCGPRs with respect to these allotments. For
details, please see “Risk Factors — We have in the past been in non-compliance with certain reporting requirements under FEMA, within the
prescribed period. ” and “OQutstanding Litigation and Material Developments” on pages 64 and 474, respectively.

(€]

@

@®)

@

®)

(©)

@
®)

Bonus issue of equity shares in the ratio 24:1 authorised by a resolution of our Board dated December 11, 2003 and a resolution of our
Shareholders dated December 22, 2003.

Bonus issue of equity shares in the ratio 4:1 authorised by a resolution of our Board dated March 1, 2007 and a resolution of our
Shareholders dated March 24, 2007.

Pursuant to the share purchase agreement dated September 25, 2019 amongst Avalon Technology and Services Private Limited
(“ATSPL”), T P Imbichammad, Mariyam Bicha, Kunhamed Bicha, Bhaskar Srinivasan, Anand Kumar, and our Company, 8,386 equity
shares of face value 100 of our Company were allotted to the shareholders of ATSPL as consideration for the purchase of 100% of the
equity share capital of ATSPL. For details, see “History and Certain Corporate Matters” on page 271.

Bonus issue of Equity Shares in the ratio 6:1 authorised by a resolution of our Board dated June 24, 2022 and a resolution of our
Shareholders dated June 27, 2022.

Pursuant to the share subscription agreement dated October 20, 2022 amongst UNIFI Financial Private Limited, Bhaskar Srinivasan,
Kunhamed Bicha, and our Company, 798,339 Equity Shares of our Company were allotted to UNIFI Financial Private Limited. For
details, see “History and Certain Corporate Matters” on page 271.

No consideration was received by our Company at the time of conversion. The amount of consideration for the Equity Shares disclosed
in the table above reflects the amount paid by the allottees at the time of subscription to the Preference Shares. For details, see “—
Preference Share Capital” on page 108.

Conversion of Preference Shares. For details, see “— Terms of conversion of Preference Shares” on page 109.

Pursuant to the share subscription agreement dated February 8, 2023 amongst Ashoka India Equity Investment Trust Plc, Bhaskar
Srinivasan, Kunhamed Bicha, and our Company, 1,173,543 Equity Shares of our Company were allotted to Ashoka India Equity
Investment Trust Plc. For details, see “History and Certain Corporate Matters” on page 271.

b. Preference Share Capital

The following table sets forth the history of the Preference Share capital of our Company.
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Number Face Issue Cumulativ. Cumulativ

Date of of value per  price per Nature of Nat:cjre Details of e number e paid-up
allotmen Preferenc = Preferenc Preferenc consideratio 0 etar’s o of Preference
allotmen allottees
t e Shares e Share e Share n t Preference Share
allotted ® ® Shares capital ()
March 350,000 100.00 100.00 ' Cash Further M.A. 350,000 | 35,000,000
15, 2018 issue Murugappan
Holdings
LLP
(formerly
known as
M.A.
Murugappa
n Holdings
Private
Limited) —
233,281
Preference
Shares
M A
Arunachala
m - 116,719
Preference
Shares
February | (350,000) 100.00 - NA Conversi | NA NIL NIL
14, 2023 on into
Equity
Shares®

@ Conversion of Preference Shares. For details, see “Capital Structure — Terms of conversion of Preference Shares” on page 109.
Terms of Conversion of Preference Shares:

Our Company had a total of 350,000 Preference Shares outstanding as on the date of the Draft Red Herring
Prospectus.

Under the terms of the Preference Shares, the holders of the Preference Shares had an option to convert the
Preference Shares held by them into Equity Shares at any time but had to compulsorily convert the Preference
Shares held by them prior to the filing of the draft of the Red Herring Prospectus (“UDRHP”) with SEBI or any
other authority as may be required in connection with the Offer. Further, no additional consideration was payable
by the holders of the Preference Shares at the time of conversion of the Preference Shares into Equity Shares.

Accordingly, pursuant to the provisions of (i) the share subscription agreement dated March 1, 2018, entered into
between M.A. Murugappan Holdings LLP. (formerly known as M.A. Murugappan Holdings Private Limited) and
our Company, as amended by the waiver cum amendment agreement dated July 22, 2022, and (ii) the share
subscription agreement dated March 1, 2018, entered into between M A M Arunachalam and our Company as
amended by the waiver cum amendment agreement dated July 22, 2022, our Company, pursuant to a board
resolution dated February 14, 2023, has issued 97,796 Equity Shares upon conversion of the outstanding
Preference Shares. For further details, please see “— Share Capital history of our Company — Equity Share Capital”
and “— Share Capital history of our Company — Preference Share Capital” on pages 105 and 108, respectively.

2. Issue of shares for consideration other than cash or by way of bonus issue or out of revaluation reserves
a) Our Company has not issued any Equity Shares out of revaluation reserves since its incorporation.

b) Except as stated below, our Company has not issued any Equity Shares for consideration other than
cash or by way of bonus issue, as on the date of this Prospectus:
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Date of Nu_mber of | Face val_ue Issue price per Reason for Benefits accrued
allotment G SNELES | (P8 GELS equity share %) allotment to our Company NETIES EifE B EEs
allotted share (%)
December 24,000 100.00 NA|Bonus issue of - T P Imbichammad
22,2003 equity shares in the Mariyam Bicha
ratio 24: 1 Bhaskar Srinivasan
Sareday Seshu
Kumar
March 29, 104,120 100.00 NA|Bonus issue of - T P Imbichammad
2007 equity shares in the Mariyam Bicha
ratio 4: 1 Bhaskar Srinivasan
Sareday Seshu
Kumar
Anand Kumar
September 8,386 100.00 12,699.95|Acquisition of | Acquisition of|T P Imbichammad
25, 2019 Avalon Avalon Mariyam Bicha
Technology and Technology and|Kunhamed Bicha
Services  Private|Services  Private|Bhaskar Srinivasan
Limited by our|lLimited as a|Anand Kumar
Company® subsidiary, leading
to better synergies
June 27, 47,900,100 2.00 NA|Bonus issue of - Kunhamed Bicha
2022 Equity Shares in Bhaskar Srinivasan
the ratio 6: 1 Luguman Veedu
Ediyanam
Anand Kumar
Sareday Seshu
Kumar
T P Imbichammad
Mariyam Bicha

@ Pursuant to the share purchase agreement dated September 25, 2019 amongst Avalon Technology and Services Private Limited
(“ATSPL”), T P Imbichammad, Mariyam Bicha, Kunhamed Bicha, Bhaskar Srinivasan, Anand Kumar, and our Company, 8,386 equity
shares of face value €100 of our Company were allotted to the shareholders of ATSPL as consideration for the purchase of 100% of the
equity share capital of ATSPL. For details, see “History and Certain Corporate Matters” on page 271.

For further details, please see “—Share Capital History of our Company” and “History and Certain Corporate
Matters” on pages 105 and 271, respectively.

Issue of shares at a price lower than the Offer Price in the last year

Except as disclosed in “— Share capital history of our Company” on page 105, our Company has not issued
any Equity Shares at a price that may be lower than the Offer Price during the last one year.

Issue of Equity Shares pursuant to schemes of arrangement

Our Company has not allotted any Equity Shares in terms of any scheme of arrangement approved under
Sections 391- 394 of the Companies Act, 1956 or Sections 230-234 of the Companies Act, 2013.

Build-up of Promoters’ shareholding, Minimum Promoter’s Contribution and lock-in

As on the date of this Prospectus, Kunhamed Bicha and Bhaskar Srinivasan hold 17,430,799 Equity Shares
and 13,505,309 Equity Shares, respectively, equivalent to 30.08% and 23.30%, respectively, of the Equity
Share capital of our Company. For further details, see “Our Promoters and Promoter Group” on page 304.
All the Equity Shares held by our Promoters were fully paid-up on the respective dates of allotment /
acquisition of such Equity Shares.

Build-up of the Equity Shareholding of our Promoters in our Company

The details regarding the build-up of the Equity Shares held by Kunhamed Bicha in our Company since
incorporation is set forth in the table below:
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Face Transfer

Date of Number of . Percentage
transfer/ equity VEITE Ellesy lliate of the post-
Nature of Nature of per issue of the pre-
allotment shares . . . . . Offer
- transaction consideration equity  price per Offer -
of equity allotted/ . - capital
Shares transferred SIS G | EEpliE ) (%)”
® share ()
November 60,000 | GiftfromTP | NA 100.00 NA 5.36 4.59
17,2017 Imbichammad
September 3,675 | Acquisition of | Other than 100.00 | 12,699.95 0.33 0.28
25, 2019 Avalon cash
Technology
and  Services
Private
Limited by our
Company®
July 1, (1,181) | Transfer to Cash 100.00 | 10,900.00 (0.12) (0.09)
2021 Bhaskar
Srinivasan
March 30, (644) | Transfer to Cash 100.00 | 5,230.88 (0.06) (0.05)
2022 Luguman
Veedu
Ediyanam

Pursuant to a resolution of our Board passed in their meeting held on June 24, 2022 and a resolution of our
Shareholders passed in their extraordinary general meeting held on June 27, 2022, each fully paid - up equity share
of our Company of face value T100 was split into 50 equity shares of T2 each, and accordingly, 61,850 equity shares
of our Company of face value I100 each held by Kunhamed Bicha were split into 3,092,500 Equity Shares.

June 27, 18,555,000 Bonus issue NA 2.00 NA 33.20 28.42
2022
February (234,708) Transfer to Cash 2.00 426.06 (0.41) (0.36)
22,2023 Ashoka India
Equity

Investment

Trust Plc®@
March 1, (3,981,993) | Giftto TP NA 2.00 NA (6.87) (6.10)
2023 Imbichammad
Total 17,430,799 30.08 26.70

“Subject to finalisation of the Basis of Allotment.

@ Puyrsuant to the share purchase agreement dated September 25, 2019 amongst Avalon Technology and Services Private Limited
(“ATSPL”), T P Imbichammad, Mariyam Bicha, Kunhamed Bicha, Bhaskar Srinivasan, Anand Kumar, and our Company, 8,386
equity shares of face value <100 of our Company were allotted to the shareholders of ATSPL as consideration for the purchase of
100% of the equity share capital of ATSPL. For details, see “History and Certain Corporate Matters” on page 271.

@ Ppursuant to the share purchase agreement dated February 8, 2023 amongst Anand Kumar, Luguman Veedu Ediyanam, Bhaskar
Srinivasan, Sareday Seshu Kumar, Kunhamed Bicha, India Acorn Fund Limited, Ashoka India Equity Investment Trust Plc and our
Company, 234,708 Equity Shares of our Company were transferred by Kunhamed Bicha to Ashoka India Equity Investment Trust
Plc. For details, see “History and Certain Corporate Matters” on page 271.

The details regarding the build-up of the Equity Shares held by Bhaskar Srinivasan in our Company since
incorporation is set forth in the table below:

Face Transfer

Date of Number of value rice/ Percentage Percentage
transfer/ equity P 9 of the post-
Nature of Nature of per issue of the pre-
allotment shares . . . . - Offer
; transaction  consideration equity  price per Offer .
of equity allotted/ h " ital (% capital
Shares transferred share equity SN () (%0)*
® share (%)
March 15, 400 Private Cash 100.00 366.94 0.04 0.03
2001 placement
December 9,600 | Bonusissue | Cash 100.00 NA 0.86 0.74
22,2003
March 29, 40,000 | Bonus issue Cash 100.00 NA 3.57 3.06
2007
September 2,384 | Acquisition Other than 100.00 = 12,699.95 0.21 0.18
25,2019 of Avalon cash
Technology
and Services
Private
Limited by
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Face

Transfer

Date of Number of | : Percentage
transfer/ equity VAL prlce/ FEEELE of the post-
Nature of Nature of per issue of the pre-
allotment shares . . . . - Offer
; transaction  consideration equity  price per Offer .
of equity allotted/ h . ital (4 capital
Shares transferred share equity CEIEE) (%)"
® share (%)
our
Company®
July 1, 1,181 | Transfer Cash 100.00 | 10,900.00 0.11 0.09
2021 from
Kunhamed
Bicha
March 30, (552) | Transfer to Cash 100.00 5,230.88 (0.05) (0.04)
2022 Luguman
Veedu
Ediyanam

Pursuant to a resolution of our Board passed in their meeting held on June 24, 2022 and a resolution of our
Shareholders passed in their extraordinary general meeting held on June 27, 2022, each fully paid - up equity share
of our Company of face value T100 was split into 50 equity shares of T2 each, and accordingly, 53,013 equity shares
of our Company of face value X100 each held by Bhaskar Srinivasan were split into 2,650,650 Equity Shares.

June 27, 15,903,900 | Bonusissue | Cash 2.00 NA 28.46 24.36
2022
November (266,113) | Transferto | Cash 2.00 375.78 0.47) (0.41)
11, 2022 UNIFI
Financial
Private
Limited®
February (234,708) | Transferto | Cash 2.00 426.06 (0.41) (0.36)
23,2023 India Acorn
Fund
Limited®
March 1, (2,273,710) | GifttoBBS | NA 2.00 NA (3.92) (3.48)
2023 Family Trust
March 1, (2,273,710) | Giftto KBS | NA 2.00 NA (3.92) (3.48)
2023 Family Trust
March 1, (1,000) | Gift to | NA 2.00 NA Negligible Negligible
2023 Dolphin
Family Trust
Total 13,505,309 23.30 20.68

“Subject to finalisation of the Basis of Allotment.

@ Pursuant to the share purchase agreement dated September 25, 2019 amongst Avalon Technology and Services Private Limited
(“ATSPL"), T P Imbichammad, Mariyam Bicha, Kunhamed Bicha, Bhaskar Srinivasan, Anand Kumar, and our Company, 8,386
equity shares of face value I100 of our Company were allotted to the shareholders of ATSPL as consideration for the purchase of
100% of the equity share capital of ATSPL. For details, see “History and Certain Corporate Matters” on page 271.

@Puyrsuant to the share purchase agreement dated October 21, 2022 amongst UNIFI Financial Private Limited, Bhaskar Srinivasan,
Sareday Seshu Kumar, T P Imbichammad, and our Company, 266,113 Equity Shares of our Company were transferred by Bhaskar
Srinivasan to UNIFI Financial Private Limited. For details, see “History and Certain Corporate Matters” on page 271.

®Pursuant to the share purchase agreement dated February 8, 2023 amongst Anand Kumar, Luguman Veedu Ediyanam, Bhaskar
Srinivasan, Sareday Seshu Kumar, Kunhamed Bicha, India Acorn Fund Limited, Ashoka India Equity Investment Trust Plc and our
Company, 234,708 Equity Shares of our Company were transferred by Bhaskar Srinivasan to India Acorn Fund Limited. For details,
see “History and Certain Corporate Matters” on page 271.

Build-up of the Preference Shareholding of our Promoters in our Company
Our Promoters do not hold any Preference Shares.

6. Difference between the Offer Price and the price of the Pre — IPO Placements

Details of the Equity Shares issued by the Company to the Pre — IPO Placements investors:

Date of the Name of the Number of Issue price per Offer Price (in Difference
Pre — IPO allottee of the Pre | Equity Shares = Equity Share (in ) between the
Placements | — IPO Placements issued %) issue price of

the Pre — IPO
Placements and
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the Offer Price
(in%)
October 20, | UNIFI Financial 798,339 375.78 60.22
2022 Private Limited
February 20, | Ashoka India 1,173,543 426.06 436.00 9.94
2023 Equity Investment
Trust Plc
For further details, see “History and Certain Corporate Matters” on page 271.
Details of the Equity Shares sold by the Promoters to the Pre — IPO Placements investors:
Date of Name of the Name of the Number of Transfer Offer Price Difference
the transferor transferee Equity price per (in %) between the
transfer Shares Equity Share issue price of
transferred (in %) the Pre — IPO
Placements
and the Offer
Price (in %)
November | Bhaskar UNIFI Financial 266,113 375.78 60.22
11, 2022 Srinivasan Private Limited
February Kunhamed Ashoka India 234,708 426.06 9.94
22,2023 Bicha Equity 436.00
Investment Trust
Plc
February Bhaskar India Acord 234,708 426.06 9.94
23,2023 Srinivasan Fund Limited

For further details, see “— Build-up of Promoters’ shareholding, Minimum Promoter’s Contribution and
lock-in” on page 110.

As on date of this Prospectus, none of the Equity Shares held by our Promoters are pledged.

Equity shareholding of our Promoters and Promoter Group

Set forth below is the equity shareholding of our Promoters and Promoter Group in our Company as on the
date of this Prospectus:

Pre-Offer Post-Offer”
Sr. Name of Number of Percentage of Number of Percentage of
No. Shareholder Equity Shares Equity Share capital Equity Shares Equity Share
quity (%) quity capital (%)
(A) Promoters
1. Kunhamed Bicha 17,430,799 30.08 1,44,26,212 22.09
2. Bhaskar Srinivasan 13,505,309 23.30 95,60,355 14.64
Total (A) 30,936,108 53.38 2,39,86,567 36.74
(B) Promoter Group
3. T P Imbichammad 1,050,587 1.81 6,83,615 1.05
4. K L Bicha Family 3,978,993 6.87 39,78,993 6.09
Private Trust
5. BBS Family Trust 2,273,710 3.92 22,73,710 3.48
6. KBS Family Trust 2,273,710 3.92 22,73,710 3.48
7. Mariyam Bicha 482,650 0.83 2,53,293 0.39
8. Rehaan Family 1,000 Negligible 1,000 Negligible
Private Trust
9. Sameer Family 1,000 Negligible 1,000 Negligible
Private Trust
10. Zayed Family Private 1,000 Negligible 1,000 Negligible
Trust
11. Dolphin Family Trust 1,000 Negligible 1,000 Negligible
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Pre-Offer Post-Offer”
Sr. Name of Number of Percentage of Number of Percentage of
No. Shareholder Equity Shares Equity Share capital Equity Shares Equity Share
Qe (%) AL capital (%)
Total (B) 10,063,650 17.37 94,67,321 14.50
Total (A+B) 40,999,758 70.75 3,34,53,888 51.24

" Subject to finalisation of Basis of Allotment.

9. Details of Promoters’ contribution and lock-in for 18 months

(@) Pursuant to Regulations 14 and 16(1) of the SEBI ICDR Regulations, an aggregate of 20% of the fully
diluted post-Offer Equity Share capital of our Company held by the Promoters shall be locked in for a
period of 18 months as minimum promoters’ contribution from the date of Allotment (“Promoters’
Contribution”), and the Promoters’ shareholding in excess of 20% of the fully diluted post-Offer Equity
Share capital shall be locked-in for a period of six months from the date of Allotment.

(b) Details of the Equity Shares to be locked-in for 18 months from the date of Allotment as Promoters’
Contribution are set forth in the table below.

Date up
Date of Iss:u_e/_ Percentage to which
Name of | allotment No. of Face acquisition e @] ol dig
Nature of " price per Equity | post-Offer  Equity
g o i transaction Sauliy ) vl Equi Shares aid-u Shares
Promoter  Equity Shares** | (]) S(t]w ty S paic-up
Shares are locked-in capital are
® (%) subject to
lock-in*
Kunhamed | June 27, | Bonus issue |1,85,55,000| 2.00 NA 70,85,517 10.85 October
Bicha 2022 12,2024
Bhaskar June 27, | Bonusissue |1,59,03,900| 2.00 NA 59,73,999 9.15 October
Srinivasan 2022 12,2024
Total 1,30,59,516 20.00

“Subject to finalisation of Basis of Allotment.
"All the Equity Shares were fully paid-up on the respective dates of allotment or acquisition, as the case may be, of such Equity

Shares.

(©)

Our Promoters have given consent to include such number of Equity Shares held by them as may

constitute 20% of the fully diluted post-Offer Equity Share capital of our Company as Promoters’
Contribution. Our Promoters have agreed not to sell, transfer, charge, pledge or otherwise encumber in
any manner, the Promoters’ Contribution from the date of filing the Draft Red Herring Prospectus until
the expiry of the lock-in period specified above, or for such other time as required under SEBI ICDR
Regulations, except as may be permitted, in accordance with the SEBI ICDR Regulations.

(d)

Our Company undertakes that the Equity Shares that shall be locked-in are not and will not be ineligible

for computation of Promoters’ Contribution in terms of Regulation 15 of the SEBI ICDR Regulations.
In this connection, we confirm the following:

(i)

(i)

The Equity Shares offered for Promoters’ Contribution do not include equity shares acquired in the
three immediately preceding years (a) for consideration other than cash involving revaluation of
assets or capitalisation of intangible assets; or (b) resulting from a bonus issue of Equity Shares out
of revaluation reserves or unrealized profits of our Company or from a bonus issuance of equity shares
against Equity Shares, which are otherwise ineligible for computation of Promoters’ Contribution;

The Promoters’ Contribution does not include any Equity Shares acquired during the immediately
preceding one year at a price lower than the price at which the Equity Shares are being offered to the
public in the Offer;

(iii) Our Company has not been formed by the conversion of a partnership firm or a limited liability

partnership firm into a company and hence, no Equity Shares have been issued in the one year
immediately preceding the date of this Prospectus pursuant to conversion from a partnership firm;

and

(iv) The Equity Shares forming part of the Promoters’ Contribution are not subject to any pledge.
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10. Details of Equity Shares locked —in for six months

In terms of Regulation 17 of the SEBI ICDR Regulations, the entire pre-Offer equity share capital of our
Company (other than the Promoter’s Contribution) will be locked-in for a period of six months from the date
of Allotment except for (i) the Promoters’ Contribution which shall be locked for a period of 18 months as
detailed above; and (ii) the Equity Shares offered pursuant to the Offer for Sale.

Any unsubscribed portion of the Offered Shares would also be locked-in as required under the SEBI ICDR
Regulations.

11. Lock-in of Equity Shares Allotted to Anchor Investors

Any Equity Shares Allotted to Anchor Investors in the Anchor Investor Portion shall be locked in the
following manner: There shall be a lock-in of 90 days on 50% of the Equity Shares Allotted to the Anchor
Investors from the date of Allotment, and a lock-in of 30 days on the remaining 50% of the Equity Shares
Allotted to the Anchor Investors from the date of Allotment.

12. Recording on non-transferability of Equity Shares locked-in

As required under Regulation 20 of the SEBI ICDR Regulations, our Company shall ensure that the details
of the Equity Shares locked-in are recorded by the relevant Depository.

13. Other requirements in respect of lock-in

Pursuant to Regulation 21 of the SEBI ICDR Regulations, Equity Shares held by our Promoters and locked-
in, as mentioned above, may be pledged as collateral security for a loan with a scheduled commercial bank,
a public financial institution, Systemically Important Non-Banking Financial Company or a deposit
accepting housing finance company, subject to the following:

(@) With respect to the Equity Shares locked-in for six months from the date of Allotment, such pledge of
the Equity Shares must be one of the terms of the sanction of the loan.

(b) With respect to the Equity Shares locked-in as Promoters’ Contribution for 18 months from the date of
Allotment, the loan must have been granted to our Company for the purpose of financing one or more
of the objects of the Offer, which is not applicable in the context of this Offer.

However, the relevant lock-in period shall continue post the invocation of the pledge referenced above, and
the relevant transferee shall not be eligible to transfer to the Equity Shares till the relevant lock-in period has
expired in terms of the SEBI ICDR Regulations.

In terms of Regulation 22 of the SEBI ICDR Regulations, Equity Shares held by our Promoters and locked-
in, may be transferred to any member of our Promoter Group or a new promoter, subject to continuation of
lock-in applicable with the transferee for the remaining period and compliance with provisions of the
Takeover Regulations.

Further, in terms of Regulation 22 of the SEBI ICDR Regulations, Equity Shares held by persons other than
our Promoters prior to the Offer and locked-in for a period of six months, may be transferred to any other
person holding Equity Shares which are locked in along with the Equity Shares proposed to be transferred,
subject to the continuation of the lock in with the transferee and compliance with the provisions of the
Takeover Regulations.

14. Employee Stock Option Scheme

Pursuant to resolutions adopted by our Board of Directors and Shareholders both dated July 7, 2022, our
Company has instituted the ESOP Scheme. The ESOP Scheme has been instituted to grant stock options
exercisable into Equity Shares to eligible employees of our Company. In terms of the ESOP Scheme, grants
to eligible employees will be made by the Nomination and Remuneration Committee or the Board, based on
the determination of a criteria described under ESOP Scheme.

The ESOP Scheme has been instituted in compliance with the Securities and Exchange Board of India (Share
Based Employee Benefits and Sweat Equity) Regulations, 2021.

The Shareholders, through their resolution dated July 7, 2022, have approved a maximum of 3,000,000
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options, exercisable into 3,000,000 Equity Shares under the ESOP Scheme. The vesting period under the
ESOP Scheme shall be a minimum of one and a maximum of seven years, and the specific vesting schedule
applicable to each employee will be as mentioned in the letter of grant issued to such employee.

As on the date of this Prospectus, 1,779,750 options have been granted under the ESOP Scheme and none of
these options have been vested or exercised.

The following table sets forth the particulars of the ESOP Scheme, including options granted as on the date

of this Prospectus:

Particulars Details for period after November 30, 2022
Options granted 1,779,750
No. of employees to whom | 141
options were granted
Options outstanding 1,779,750
Exercise price of options 320

Vesting period (from date of
grant)

For the reward category:

(i) 50 percent of the options granted are to vest one year from the date of grant or
three months from the date of listing of the Equity Shares on the Stock
Exchanges, whichever is later; and

(ii) 50 percent of the options granted are to vest two years from the date of grant or
three months from the date of listing of the Equity Shares on the Stock
Exchanges, whichever is later.

For the retention category:

(i) 25 percent of the options granted are to vest one year from the date of grant or
three months from the date of listing of the Equity Shares on the Stock
Exchanges, whichever is later;

(i) 25 percent of the options granted are to vest two years from the date of grant or
three months from the date of listing of the Equity Shares on the Stock
Exchanges, whichever is later;

(iii) 25 percent of the options granted are to vest three years from the date of grant or
three months from the date of listing of the Equity Shares on the Stock
Exchanges, whichever is later; and

(iv) 25 percent of the options granted are to vest four years from the date of grant or
three months from the date of listing of the Equity Shares on the Stock
Exchanges, whichever is later.

Options vested (excluding | NIL
options that have been
exercised)
Options exercised NIL
Total no. of Equity Shares | 1,779,750
that would arise as a result of
full exercise of options
granted (net of cancelled
options)
Options NIL
forfeited/lapsed/cancelled
Variation in terms of options | NIL
Money realised by exercise | NIL
of options
Total no. of options in force | 1,779,750
Employee wise details of
options granted to
0] Key management | | SI No. Name Number of options granted
personnel
1. R M Subramanian 132,300
2. Dr. Rajesh V 3,150
Total 135,450
(i) Senior SI. No. Name Number of options granted
management 1. Kesavan P 132,300
personnel 2. Michael Robinson 132,300
3. O J Satish 65,800
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Particulars Details for period after November 30, 2022
4, Arjun Balakrishnan 65,800
5. Savita R Ganjigatti 41,100
6. Michael Raj A 5,600
7. Harold Frederick Schilb 111 8,750
Total 4,54,650
(i) Any other | | SI No. Name Number of options granted
employee who 1. Muruganandham 109,900
received a grant in | | 2, T M Narasimhan 109,900
any one year of | |3 Harry Paramenter 109,900
options amounting Total 329,700

to 5% or more of
the options granted
during the year

(iii) Identified
employees who are
granted  options,
during any one
year equal to or
exceeding 1% of
the issued capital
(excluding
outstanding
warrants and
conversions) of our
Company at the
time of grant

Name of employee

Total no. of options granted

NIL

Fully diluted EPS on a pre-
Offer basis on exercise of

options calculated in
accordance with the
applicable accounting

standard ‘Earning Per Share’

Financial Year/Period

Reported
Diluted EPS as
per  Restated

Reported
Diluted EPS as
per Restated

Consolidated Standalone
Financial Financial
Information Information
Financial Year ended 2020 Nil Nil
Financial Year ended 2021 Nil Nil
Financial Year ended 2022 Nil Nil
From April 1, 2022 till November 30, | 6.00 2.39
2022
From April 1, 2022 — November 30,2022 | NA" NA*

“The Company has not prepared any Restated Consolidated Financial Information or any
Restated Standalone Financial Information for any period after November 30, 2022.

Lock-in

NIL

Difference between
employee compensation cost
calculated using the intrinsic
value of stock options and the
employee compensation cost
that shall have been
recognised if our Company
had used fair value of options
and impact of this difference
on profits and EPS of our
Company for the last three
fiscals

NA

Description of the pricing
formula and the method and
significant assumptions used
during the year to estimate
the fair values of options,
including weighted-average
information, namely, risk-
free interest rate, expected
life, expected volatility,
expected dividends and the

Pricing formula: The fair value of the options are estimated using Black Scholes
Model. Detailed description of the pricing methodology, weighted average
information namely Risk-free interest rate, Expected Volatility, Expected dividends,
Expected Life and the Weighted Average Price per Share as on the date of grant of
the options are given in Valuation report dated August 9, 2022. The same is tabulated

below:

For Financial Year 2020

Particulars

Grant

Weighted Average Price per Share

NA
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Particulars

Details for period after November 30, 2022

price of the underlying share
in market at the time of grant
of the option

Expected Volatility NA
Expected Life NA
Risk-free interest rate NA
Expected dividends NA

For Financial Year 2021

Particulars Grant
Weighted Average Price per Share NA
Expected Volatility NA
Expected Life NA
Risk-free interest rate NA
Expected dividends NA
For Financial Year 2022
Particulars Grant
Weighted Average Price per Share NA
Expected Volatility NA
Expected Life NA
Risk-free interest rate NA
Expected dividends NA

For options vesting on July 19, 2023

Stock Price () 15.12
Strike/ Exercise Price (.) 20
Expected Life of options (no. of years) 2.50
Risk free rate of interest (%) 6.86%
Implied Volatility factor (%) 40.02%
Fair value per Option at year end (%) 3.16
For options vesting on July 19, 2024
Stock Price () 15.12
Strike/ Exercise Price (%.) 20.00
Expected Life of options (no. of years) 3.50
Risk free rate of interest (%) 7.07%
Implied Volatility factor (%) 40.02%
Fair value per Option at year end (%) 4.24
For options vesting on July 19, 2025
Stock Price () 15.12
Strike/ Exercise Price (R.) 20.00
Expected Life of options (no. of years) 4.50
Risk free rate of interest (%) 7.19%
Implied Volatility factor (%) 40.02%
Fair value per Option at year end (%) 5.19
For options vesting on July 19, 2026
Stock Price () 15.12
Strike/ Exercise Price (.) 20.00
Expected Life of options (no. of years) 5.50
Risk free rate of interest (%) 7.31%
Implied Volatility factor (%) 40.02%
Fair value per Option at year end (%) 6.06

Impact on profits and EPS of
the last three years if our
Company had followed the
accounting policies specified
in Regulation 15 of the ESOP
Regulations in respect of
options granted in the last
three years

NA
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Particulars

Details for period after November 30, 2022

Intention of the holders of
Equity Shares allotted on
exercise of options granted to
sell their shares within three
months after the date of
listing of Equity Shares
pursuant to the Offer

NA

Intention to sell Equity
Shares arising out of the
ESOP Scheme within three
months after the listing of
Equity Shares by directors,
senior management
personnel and employees
having Equity Shares arising
out of the ESOP Scheme,
amounting to more than 1%
of the issued capital
(excluding outstanding
warrants and conversions)

NA
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15. Shareholding Pattern of our Company

The table below presents the shareholding pattern of our Company as on the date of this Prospectus.

(A) Promoter and 40,999,758
Promoter
Group
(B) Public 7 16,953,370 - - | 16,953,370 29.25 | 16,953,370 - | 16,953,370 | 29.25 - 29.25 - - - - 16,953,370
© Non - - - - - - - - - - - - - - - - -
Promoter-
Non Public
(C1) |Shares - - - - - - - - - - - - - - - - -
underlying
DRs
(C2) |[Shares held by - - - - - - - - - - - - - - - - -
Employee
Trusts
Total 18 57,953,128 - - 57,953,128 100.00 57,953,128 - | 57,953,128| 100.00 - 100.00 - - - - 57,953,128

40,999,758 40,999,758 40,999,758 40,999,758
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16. Other details of Shareholding of our Company

(@)

(b)

(©

(d)

(€)

As on the date of the filing of this Prospectus, our Company has 18 Shareholders who hold Equity
Shares.

Set forth below is a list of Shareholders holding 1% or more of the paid-up Share Capital of our
Company, as on the date of filing of this Prospectus:

. Percentage of the pre-Offer
No. Name of the Shareholder No. of Equity Shares Equity Share capital (%)
1. Kunhamed Bicha 17,430,799 30.08
2. Bhaskar Srinivasan 13,505,309 23.30
3. Luguman Veedu Ediyanam 5,350,942 9.23
4. Anand Kumar 4,164,792 7.19
5. KL Bicha Family Private Trust 3,978,993 6.87
6. Sareday Seshu Kumar 3,396,079 5.86
7. BBS Family Trust 2,273,710 3.92
8. KBS Family Trust 2,273,710 3.92
9. UNIFI Financial Private Limited 1,596,678 2.76
10. Ashoka India Equity Investment 1,408,251 2.43
Trust Plc

11. T P Imbichammad 1,050,587 1.81
12. India Acorn Fund Limited 938,832 1.62
Total 57,368,682 98.99

Set forth below is a list of Shareholders holding 1% or more of the paid-up Share Capital of our
Company, as of 10 days prior to the date of filing of this Prospectus:

. Percentage of the pre-Offer
No. Name of the Shareholder No. of Equity Shares Equity ghare capﬁtal (%)
1. Kunhamed Bicha 17,430,799 30.08
2. Bhaskar Srinivasan 13,505,309 23.30
3. Luquman Veedu Ediyanam 5,350,942 9.23
4, Anand Kumar 4,164,792 7.19
5. KL Bicha Family Private Trust 3,978,993 6.87
6. Sareday Seshu Kumar 3,396,079 5.86
7. BBS Family Trust 2,273,710 3.92
8. KBS Family Trust 2,273,710 3.92
9. UNIFI Financial Private Limited 1,596,678 2.76
10. Ashoka India Equity Investment 1,408,251 2.43
Trust Plc
11. T P Imbichammad 1,050,587 1.81
12. India Acorn Fund Limited 938,832 1.62
Total 57,368,682 98.99

Set forth below is a list of Shareholders holding 1% or more of the paid-up Share Capital of our
Company, as of one year prior to the date of filing of this Prospectus.

No. of equity shares of face | Percentage of the pre-Offer
No. NEE @ e eIl ET value X100 Equity Share capital (%)

1 Kunhamed Bicha 61,850 38.74
2 Bhaskar Srinivasan 53,013 33.20
3. Luquman Veedu Ediyanam 15,959 10.00
4. Anand Kumar 12,570 7.87
5 Sareday Seshu Kumar 11,134 6.97
6. T P Imbichammad 3,762 2.36
Total 159,667 99.14

Set forth below is a list of Shareholders holding 1% or more of the paid-up Share Capital of our
Company, as of two years prior to the date of filing of this Prospectus.

No.

Name of the Shareholder

No. of equity shares of face
value X100

Percentage of the pre-Offer
Equity Share capital (%)

1.

Kunhamed Bicha

63,675

39.88
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17.

18.

19.
20.

21.

No. of equity shares of face | Percentage of the pre-Offer
NI, e e value ¥100 Equity Share capital (%)

2. Bhaskar Srinivasan 52,384 32.81
3. Luguman Veedu Ediyanam 14,461 9.06
4, Sareday Seshu Kumar 11,250 7.05
5. Anand Kumar 12,701 7.95
6. T P Imbichammad 3,802 2.38
Total 159,667 99.13

Except for the Allotment of Equity Shares pursuant to the Fresh Issue and any grants of any employee stock
options and allotment of Equity Shares that may be made under the ESOP Scheme, our Company presently
does not intend or propose to alter its capital structure for a period of six months from the Bid/Offer Opening
Date, by way of split or consolidation of the denomination of Equity Shares or further issue of Equity Shares
(including issue of securities convertible into or exchangeable, directly or indirectly for Equity Shares)
whether on a preferential basis or by way of bonus issue of Equity Shares or on a rights basis or by way of
further public issue of Equity Shares or qualified institutions placements or otherwise.

Except for the employee stock options to be issued under the ESOP Scheme, there are no outstanding options
or convertible securities, including any outstanding warrants or rights to convert debentures, loans or other
instruments convertible into our Equity Shares as on the date of this Prospectus.

All Equity Shares held by our Promoters are in dematerialized form as on the date of this Prospectus.

As on the date of this Prospectus, except for Kunhamed Bicha, Bhaskar Srinivasan, Sareday Seshu Kumar,
and Luguman Veedu Ediyanam, none of our other Directors, Key Management Personnel, or Senior
Management Personnel hold any Equity Shares of our Company. For further details, please see “Our
Management” on page 282. For details of the employee stock options granted to some of our Key Managerial
Personnel and Senior Management Personnel, please see “— Employee Stock Option Scheme” on page 115.

Except as disclosed below, none of the members of the Promoter Group, the Promoters, or the Directors and
their relatives have purchased or sold any securities of our Company during the period of six months
immediately preceding the date of this Prospectus:

. Face value per Transfel_* BT
Date of Name of transferor Name of | No. of equity equity share issue price per
transfer transferee shares ) equity  share
(£9)
November 2, | T P Imbichammad UNIFI  Financial | 266,113 2 375.78
2022* Private Limited
November 2, | Sareday Seshu Kumar | UNIFI Financial | 266,113 2 375.78
2022* Private Limited
November Bhaskar Srinivasan UNIFI  Financial | 266,113 2 375.78
11, 2022* Private Limited
February 22, | Kunhamed Bicha Ashoka India | 234,708 2 426.06
2023% Equity Investment
Trust Plc
February 23, | Bhaskar Srinivasan India Acorn Fund | 234,708 2 426.06
2023% Limited
February 22, | Sareday Seshu Kumar | India Acorn Fund | 234,708 2 426.06
2023% Limited
February 23, | Luguman Veedu | India Acorn Fund | 234,708 2 426.06
2023% Ediyanam Limited
March 1, | Kunhamed Bicha T P Imbichammad | 3,981,993 2 NA
2023™
March 1, | Bhaskar Srinivasan BBS Family Trust | 2,273,710 2 NA
2023™ KBS Family Trust | 2,273,710 2 NA
Dolphin  Family | 1,000 2 NA
Trust
March 2, | T P Imbichammad KL Bicha Family | 3,978,993 2 NA
2023™ Private Trust
Rehaan  Family | 1,000 2 NA
Private Trust
Sameer Family | 1,000 2 NA
Private Trust
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22.

23.

24,

25.

26.

217.

28.

29.

30.

Zayed Family | 1,000 2 NA
Private Trust
*Pursuant to the share purchase agreement dated October 21, 2022 amongst UNIFI Financial Private Limited, Bhaskar Srinivasan,
Sareday Seshu Kumar, T P Imbichammad, and our Company, Bhaskar Srinivasan, Sareday Seshu Kumar and T P Imbichammad each
transferred 266,113 Equity Shares of our Company to UNIFI Financial Private Limited. For details, see “History and Certain
Corporate Matters” on page 271.

SPursuant to the share purchase agreement dated February 8, 2023 amongst Anand Kumar, Luguman Veedu Ediyanam, Bhaskar
Srinivasan, Sareday Seshu Kumar, Kunhamed Bicha, India Acorn Fund Limited, Ashoka India Equity Investment Trust Plc and our
Company, 234,708 Equity Shares of our Company were transferred by Kunhamed Bicha to Ashoka India Equity Investment Trust Plc.
For details, see “History and Certain Corporate Matters” on page 271.

“Pursuant to the share purchase agreement dated February 8, 2023 amongst Anand Kumar, Luguman Veedu Ediyanam, Bhaskar
Srinivasan, Sareday Seshu Kumar, Kunhamed Bicha, India Acorn Fund Limited, Ashoka India Equity Investment Trust Plc and our
Company, Bhaskar Srinivasan, Sareday Seshu Kumar, and Luquman Veedu Ediyanam each transferred 234,708 Equity Shares of our
Company to India Acorn Fund Limited. For details, see “History and Certain Corporate Matters” on page 271.

“Transfer pursuant to gift of Equity Shares.

There have been no financing arrangements whereby our Promoters, members of the Promoter Group, our
Directors and their relatives have financed the purchase by any other person of securities of our Company
during a period of six months immediately preceding the date of this Prospectus.

Our Company, the Promoters, the Directors and the BRLMs have no existing buyback arrangements and or
any other similar arrangements for the purchase of Equity Shares being offered through the Offer.

All Equity Shares issued pursuant to the Offer shall be fully paid-up at the time of Allotment and there are
no partly paid-up Equity Shares as on the date of this Prospectus.

As on the date of this Prospectus, the BRLMSs and their respective associates (as defined in the Securities and
Exchange Board of India (Merchant Bankers) Regulations, 1992 do not hold any Equity Shares of our
Company. The BRLMs and their affiliates may engage in the transactions with and perform services for our
Company in the ordinary course of business or may in the future engage in commercial banking and
investment banking transactions with our Company for which they may in the future receive customary
compensation.

None of the Promoters or other members of our Promoter Group will participate in the Offer except to the
extent of their participation in the Offer for Sale.

Except for issuance of Equity Shares upon conversion of the Preference Shares, issuance of Equity Shares
upon exercise of the ESOP options, and issuance of shares pursuant to the Pre-IPO Placements, there will be
no further issue of Equity Shares whether by way of issue of bonus shares, preferential allotment, rights issue
or in any other manner during the period commencing from filing of the Draft Red Herring Prospectus with
SEBI until the Equity Shares are listed on the Stock Exchanges pursuant to the Offer or all application monies
have been refunded, or the application moneys are unblocked in the ASBA Accounts on account of non-
listing, under-subscription etc., as the case may be.

Our Company shall ensure that any transaction in the Equity Shares by our Promoters and our Promoter
Group during the period between the date of filing the Draft Red Herring Prospectus and the date of closure
of the Offer shall be reported to the Stock Exchanges within 24 hours of such transaction.

No person connected with the Offer, including, but not limited to, the BRLMs, the Members of the Syndicate,
our Company, our Directors, our Promoter, members of our Promoter Group or Group Company, shall offer
or make payment of any incentive, whether direct or indirect, in the nature of discount, commission and
allowance, except for fees or commission for services rendered in relation to the Offer, in any manner,
whether in cash or kind or services or otherwise, to any Bidder for making a Bid.

There shall be only one denomination of the Equity Shares, unless otherwise permitted by law.
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OBJECTS OF THE OFFER

The Offer comprises a Fresh Issue of 7,339,449 Equity Shares, aggregating to ¥3,200.00 million® by our
Company and an Offer for Sale of 12,499,997 Equity Shares, aggregating to 5,450.00™ million by the Selling
Shareholders.

*our Company, in consultation with the BRLMs, has undertaken two Pre-IPO Placements of Equity Shares aggregating to approximately
£300.00 million and approximately Z500.00 million, respectively. Accordingly, the size of the Fresh Issue has been reduced by ¥800.00 million
pursuant to the Pre-IPO Placements and the revised Fresh Issue size aggregates to <3,200.00 million.

™ Subject to finalisation of Basis of Allotment.

Offer for Sale

Our Company will not receive any proceeds from the Offer for Sale. The proceeds of the Offer for Sale shall be
received by the Selling Shareholders and will not form part of the Net Proceeds. Each Selling Shareholder will be
entitled to its respective portion of the proceeds of the Offer for Sale after deducting its respective proportion of
the Offer expenses and relevant taxes thereon. For further details, please see “ — Offer Expenses” on page 136.

Fresh Issue

The details of the proceeds from the Fresh Issue are summarised in the following table:

. Estimated amount
Particulars
(in X million)
Gross proceeds of the Fresh Issue® 3,200.00
(Less) Offer expenses in relation to the Fresh Issue® 206.00
Net Proceeds® 2,994.00

@ Our Company, in consultation with the BRLMs, has undertaken two Pre-IPO Placements of Equity Shares aggregating to approximately
¥300.00 million and approximately ¥500.00 million, respectively. Accordingly, the size of the Fresh Issue has been reduced by ¥800.00
million pursuant to the Pre-IPO Placements and the revised Fresh Issue size aggregates to Z3,200.00 million.

@ For details with respect to sharing of fees and expenses amongst our Company and the Selling Shareholders, please refer to “- Offer
Expenses” on page 136.

Requirement of funds

Our Company proposes to utilise the Net Proceeds towards funding the following objects (collectively referred to
as the “Objects”):

1. Prepayment or repayment of all or a portion of certain outstanding borrowings availed by our Company
and one of our Material Subsidiaries, i.e. Avalon Technology and Services Private Limited (“ATSPL”);

2. Funding the working capital requirements of our Company; and
3. General corporate purposes.

In addition, we expect to achieve the benefits of listing of the Equity Shares on the Stock Exchanges which will
result in the enhancement of our brand name and creation of a public market for our Equity Shares in India.

The main objects clause and the objects incidental and ancillary to the main objects as set out in the
Memorandum of Association enables us: (i) to undertake our existing business activities; (ii) to undertake the
activities proposed to be funded from the Net Proceeds (including the activities for which the funds earmarked
towards general corporate purposes shall be used); (iii) to undertake the activities for which the relevant loans
were raised, which are proposed to be prepaid or repaid from the Net Proceeds. The main objects and objects
incidental and ancillary to the main objects of the respective memorandum of association of ATSPL enables it:
(i) to undertake its existing business activities; and (ii) to undertake the activities for which the relevant loans
were raised, which are proposed to be prepaid or repaid from the Net Proceeds.

Utilisation of Net Proceeds

The Net Proceeds are proposed to be utilised in the manner set forth below:
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. Estimated amount®
Particulars (in T million)
Prepayment or repayment of all or a portion of certain outstanding borrowings 1,450.00
availed by our Company and one of our Material Subsidiaries, ATSPL
Funding the working capital requirements of our Company 900.00
General corporate purposes @ 644.00
Total 2,994.00

@ Our Company, in consultation with the BRLMs, has undertaken two Pre-IPO Placements of Equity Shares aggregating to approximately
%300.00 million and approximately ¥500.00 million, respectively. Accordingly, the size of the Fresh Issue has been reduced by 3800.00
million pursuant to the Pre-1PO Placements and the revised Fresh Issue size aggregates to <3,200.00 million.

@ The amount to be utilised for general corporate purposes does not exceed 25% of the gross proceeds from the Fresh Issue.

Proposed schedule of implementation and deployment of Net Proceeds

We propose to deploy the Net Proceeds towards the Objects in accordance with the estimated schedule of
implementation and deployment of funds as follows:

(in X million)
. Estimated deployment
Particulars VGl estlmg)t Rl of the Net Proceeds
Fiscal 2024
Prepayment or repayment of all or a portion of certain outstanding 1,450.00 1,450.00

borrowings availed by our Company and one of our Material
Subsidiaries, ATSPL

Funding the working capital requirements of our Company 900.00 900.00
General corporate purposes @ 644.00 644.00
Total® 2,994.00 2,994.00

® The amount to be utilised for general corporate purposes does not exceed 25% of the gross proceeds from the Fresh Issue.

@ Our Company, in consultation with the BRLMs, has undertaken two Pre-IPO Placements of Equity Shares aggregating to approximately
Z300.00 million and approximately ¥500.00 million, respectively. Accordingly, the size of the Fresh Issue has been reduced by Z800.00
million pursuant to the Pre-1PO Placements and the revised Fresh Issue size aggregates to <3,200.00 million.

Appraising Entity

No bank, financial institution or other appraising entity has been appointed in relation to the Offer and the
deployment of the Net Proceeds. For further information, see “Risk Factors — We have not entered into any
definitive arrangements to utilize certain portions of the Net Proceeds of the Offer. Our funding requirements and
proposed deployment of the Net Proceeds are based on management estimates and have not been independently
appraised by a bank or a financial institution” on page 47.

The fund requirements, deployment of funds and the intended use of the Net Proceeds as described in this
Prospectus are based on our current business plan, management estimates, prevailing market conditions and other
commercial considerations. However, such fund requirements and deployment of funds have not been appraised
by any external agency or any bank or financial institution or any other independent agency. We may have to
revise our funding requirements and deployment on account of a variety of factors such as our financial and market
condition, our business and growth strategies, competitive landscape, general factors affecting our results of
operations, financial condition and access to capital and other external factors such as changes in the business
environment or regulatory climate and interest or exchange rate fluctuations, which may not be within the control
of our management. This may entail rescheduling the proposed utilisation of the Net Proceeds and changing the
allocation of funds from its planned allocation at the discretion of our management, subject to compliance with
applicable law.

For further information on factors that may affect our internal management estimates, see “Risk Factors — We
have not entered into any definitive arrangements to utilize certain portions of the Net Proceeds of the Offer. Our
funding requirements and proposed deployment of the Net Proceeds are based on management estimates and
have not been independently appraised by a bank or a financial institution ” on page 47.

Our Company proposes to deploy the entire Net Proceeds towards the Objects as per the schedule provided above.
In the event that the estimated utilization is not completed as per the aforementioned schedule, due to the reasons
stated above, such funds shall be utilised in the next fiscal year, as may be determined by our Company, in
accordance with applicable law. Depending upon such factors, we may have to reduce or extend the utilisation
period for any of the stated Objects beyond the estimated time period, at the discretion of our management, in
accordance with applicable law. Further, such factors could also require us to advance the utilisation before the
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scheduled deployment as disclosed above towards any particular or all Objects. Subject to compliance with
applicable laws, in case the actual utilisation towards any of the Objects is lower than the proposed deployment,
such balance will be used for funding other existing Objects, if necessary and/or towards general corporate
purposes to the extent that the total amount to be utilised towards general corporate purposes does not exceed 25%
of the gross proceeds of the Fresh Issue.

Means of Finance

The entire fund requirements for our Objects are proposed to be funded from the Net Proceeds and internal
accruals. Accordingly, we confirm that there are no requirements to make firm arrangements of finance through
verifiable means towards at least 75% of the stated means of finance, in addition to the Net Proceeds, under
Regulation 7(1)(e) of the SEBI ICDR Regulations and Paragraph 9(C)(1) of Part A of Schedule VI of the SEBI
ICDR Regulations. Subject to applicable laws, in case of a shortfall in the Net Proceeds or any increase in the
actual utilisation of funds earmarked for the Objects, our Company may explore a range of options including
utilizing our internal accruals and/or seeking additional debt from existing and/or other lenders.

Details of the Objects

1. Prepayment or repayment of all or a portion of certain outstanding borrowings availed by our
Company and one of our Material Subsidiaries, ATSPL

Our Company and ATSPL have entered into various financing arrangements from time to time, with various
lenders. The financing arrangements availed by our Company and ATSPL include, inter alia, term loans and
working capital facilities. For further details, please refer “Financial Indebtedness” on page 471.

As of January 31, 2023, our total outstanding borrowings amounted to %3,241.17 million, on a consolidated
basis. Our Company proposes to utilise an estimated amount of up to ¥1,450.00 million from the Net Proceeds
towards pre- payment or scheduled repayment of all or a portion of certain term loans and working capital
facilities availed by our Company and ATSPL.

We believe that the pre-payment or scheduled repayment will help reduce our existing borrowings, assist us
in maintaining a favourable debt-equity ratio and enable utilisation of our internal accruals for further
investment in business growth and expansion.

The following table provides details of loans and facilities availed by our Company and ATSPL, as at January

31, 2023, out of which we propose to pre-pay or repay, in part either all or a portion of the below mentioned
loans and/or facilities, up to an amount aggregating to 31,450.00 million from the Net Proceeds:

[The remainder of this page has intentionally been left blank]
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Outstanding

Amount .am"”'.“
DEi sanctioned (e el Interest
Sr. N f the lender sanction letter / Nature of B in Z milli interest) as rate Repayment Prepayment
No. ame ottne loan agreement borrowing P e hon on January schedule conditions/penalty
unless specified . (% p.a)
otherwise) 81,2023 (in
 million)
Borrowings of our Company
1 Indian Bank Sanction letter: Covid loan as To improve 30.00 5.08 1 year 30 equal | Prepayment penalty
April 30, 2020 IND-COVID general MCLR monthly applicable on the drawing
emergency liquidity instalments from | limit or the amount
Loan agreement: credit line position and Presentrate: | April 2021 to | outstanding whichever is
April 30, 2020 augment 7.40 September 2023 | higher, as per the bank's
working after a | guidelines that vary from
capital moratorium  of | time to time
six months
2. Indian Bank Sanction letter: | Working capital | General 59.80 51.95 Repo (4.0) | 12 month | Prepayment penalty is
March 29, 2021 | term loan under | business +Spread holiday period | applicable on the drawing
the guaranteed | purpose from  August | limit or the amount
Term loan emergency Present 2021 to July | outstanding, whichever is
agreement: credit line Rate: 9.25 | 2022. 48 | higher, as per the bank’s
March 29, 2021 scheme monthly guidelines at the time of
instalments from | prepayment
August 2022 to
July 2026
3. HDFC Bank Sanction letter: Guaranteed To augment 79.50 79.50 EBLR Payment holiday | No prepayment penalty
Limited January 31, 2022 emergency working (6.50) + for 12 months (1 | applicable
credit line by capital Spread year) from April
Facility cum way of working | requirement 2022 to March
hypothecation capital term loan | to enable Present 2023; 48
agreement: business unit Rate: 8.75 | monthly
February 3, 2022 to meet instalments from
operating March 2023 to
liabilities and March 2027
restart r
increase
operations
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Outstanding

Amount _amoupt
DEl ] sanctioned (Ve iy Interest
Sr. N sanction letter / Nature of X s interest) as Repayment Prepayment
ame of the lender . Purpose (in T million rate L
No. loan agreement borrowing s on January schedule conditions/penalty
unless specified 31, 2023 (in (% p.a)
otherwise) S
X million)
4. HDFC Bank Sanction letter: Guaranteed To augment 39.75 39.75 EBLR Payment holiday | No prepayment penalty
Limited January 31, 2022 emergency working (6.50) + for 24 months (2 | applicable
credit line by capital Spread years) from
Facility cum way of working | requirement Present April 2022 to
hypothecation capital term loan | to enable Rate: 8.75 | March 2024; 48
agreement: business unit monthly
February 3, 2022 to meet instalments from
operating March 2024 to
liabilities and March 2028
restart r
increase
operations
5. Indian Bank Sanction letter: | Working capital | To meet the 29.00 29.23" EBLR 24 month | Prepayment penalty
December 29, term loan working (6.50) + holiday period | applicable on the drawing
2021 Product Code capital Spread from June 2022 | limit or the amount
(IND GECLS requirement to May 2024. 48 | outstanding whichever is
Loan agreement: | 2.0_Extn-Repo) | of the unit Present monthly higher, as per the bank's
December 31, Rate: 9.25 | instalments from | guidelines that vary from
2021 June 2024 to | time totime
May 2028
6. HDFC Bank Sanction letter: Term loan For the 103.00! 42.93 8 linkedto 3 | 60 monthly | Foreclosure charges of 1%
June 8, 2022 purchase  of 5.14 months T— | equal
factory, and bill instalments

Loan agreement:
June 17, 2022

building
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Bank of India Sanction letter: Export packing | To meet | Export packing Export Export Export packing
May 25, 2022 credit, cash working credit: 200.00? packing packing credit: 180 days
credit capital credit: credit: 7.25 | from date of
Hypothecation requirements Working capital 150.86%" + business | availment
cum loan cash credit: 200° strategy
agreement: Working spread + Working capital
February 26, capital cash credit cash credit:
2021 credit: premium Repayable  on
47.94™ spread demand
Working
capital cash
credit: 7.25
+ business
strategy
spread +
credit
premium
spread
Indian Bank Sanction letter: Packing credit | To meet 300.00* 269.94% Marginal 12 months from | Prepayment penalty of
March 29, 2021 working cost of the date of | 2.30% on the drawing limit
capital funds based | availment or the amount outstanding,
requirements lending + whichever is higher
spread
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9. HDFC Bank Sanction letter: Export packing | To meet the Pre / post Pre / post Pre / post Pre / post
Limited April 27, 2022 credit, cash working shipment shipment shipment shipment
credit and capital finance: 485.00° finance: finance: finance: 270
Deed of working capital | requirements 157.26" 7.50 (linked days from the
Hypothecation demand loan Working capital to 3 month date of
dated October demand loan: repo) availment
29,2021 160.00°
Working Working Working capital
Cash credit: capital capital demand loan:
160.007 demand loan: demand 180 days from
259.87" loan: 7.50 the date of
(linked to 3 availment
Cash credit: | month repo)
18.71 Cash credit:
Cash credit: Repayable on
8.00 (linked demand
to 3 month
repo)
10. Standard Chartered | Sanction letter: Packing credit | To meet the 273.828*# 250.28"% Packing 200 days from NA
Bank November 2, foreign currency | working credit the date of
2018, read with and working capital foreign sanction
supplemental capital demand | requirements currency:
facility letter: loan LIBOR +
February 17, spread
2022

Sub-total iAi 1,408.44
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Indian Bank Sanction letter: | Working capital | For business 78.00 49.09 Repo Payment holiday | Prepayment penalty of
October 29, term loan as purposes spread for 12 months | 2.30% on the drawing limit
2020 IND-COVID from December | or the amount outstanding,
emergency Present rate: | 2020 to | whichever is higher
Loan agreement credit line 8.40 November 2021;
dated: October 36 monthly
29, 2020 instalments from
December 2021
to  November
2024
Indian Bank Sanction letter: | Working capital | For business 32.00 32.05™ 0.70 + repo | Payment holiday NA
December 29, term loan as purposes + spread for 24 months (2
2021 IND-COVID years) from
emergency Present rate: | January 2022 to
Loan agreement: credit line 8.40 January  2024;

December 31,
2021

36 monthly
instalments
commencing
from  January
2024 to January
2027
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Outstanding

Amount _amoupt
DEl ] sanctioned (Ve iy Interest
Sr. N sanction letter / Nature of X s interest) as Repayment Prepayment
ame of the lender . Purpose (in T million rate L
No. loan agreement borrowing s on January schedule conditions/penalty
unless specified 31, 2023 (in (% p.a)
otherwise) S
X million)
3. Indian Bank Sanction letter: Packing credit | For business | Export packing Export Export Export packing NA
August 30, 2022 | /Pre —shipment | purposes credit / Packing packing packing credit / Packing
credit in foreign credit foreign credit/ credit / | credit  foreign
Agreement for currency currency: Packing Packing currency: 270
open cash credit 500.00° credit foreign | credit days from the
dated October Cash credit currency: foreign date of
29, 2020 Cash credit: 264.41% currency :3 | availment
200.00%° month
marginal Cash credit:
Cash credit: | cost of | Repayable on
222.85 funding demand
based
lending +
spread
Cash credit:
Repo + total
spread.
Present rate:
12.55
Sub-total (B) 568.40
Total (A+B) 1,976.84

#Converted at the exchange rate prevailing on January 31, 2023.
“Converted at the exchange rate prevailing on the date of availment.

“The outstanding balance as on January 31, 2023 is inclusive of interest charged for the month of January 2023, leading to an amount outstanding as on January 31, 2023 which is higher than the sanctioned amount.
Y While the sanction letter sanctions an amount of ¥103.00 million, the amount is to be drawn down in two tranches of ¥54.00 million and ¥49.00 million. As on January 31, 2023, our Company has availed amounts of

%47.47 million and 5.84 million, from the two tranches respectively.

© ® N o oA w N

10 Amount availed by our Company as on date of the Red Herring Prospectus is ¥222.85 million.

- The amount outstanding as of January 31, 2023 has been certified by the Statutory Auditors, by way of their certificate dated March 1, 2023.
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- Amount availed by our Company as on January 31, 2023 is 150.46 million. The amount availed has been converted at the exchange rate prevailing on the date of availment.
- Amount availed by our Company as on January 31, 2023 is ¥47.94 million.
- Amount availed by our Company as on January 31, 2023 is ?271.12 million. The amount availed has been converted at the exchange rate prevailing on the date of availment.
- Amount availed by our Company as on January 31, 2023 is ¥174.01 million. The amount availed has been converted at the exchange rate prevailing on the date of availment.
- Amount availed by our Company as on January 31, 2023 is 2260.66 million. The amount availed has been converted at the exchange rate prevailing on the date of availment.
- Amount availed by our Company as on January 31, 2023 is Z18.71 million.
- Amount availed by our Company as on date of the Red Herring Prospectus is ¥256.66 million. The amount availed has been converted at the exchange rate prevailing on the date of availment.
-~ Amount availed by our Company as on date of the Red Herring Prospectus is ¥274.39 million. The amount availed has been converted at the exchange rate prevailing on the date of availment.




In accordance with Clause 9(A)(2)(b) of Part A of Schedule V1 of the SEBI ICDR Regulations which requires
a certificate from the statutory auditor certifying the utilization of loan for the purposed availed, our Company
has obtained the requisite certificate dated March 1, 2023 for the loans to be prepaid by our Company as well
as for the loans to be prepaid by ATSPL.

For further details in relation to our borrowings, please see “Financial Indebtedness” on page 471.

The selection of borrowings proposed to be prepaid or repaid out of the borrowings provided in the table
above has been based on various factors including (i) any condition (including prepayment related conditions)
attached to the borrowings restricting our ability to prepay the borrowings; (ii) other commercial
considerations including, among others, the interest rate on the loans and/or facilities, the amount of the loan
outstanding and the remaining tenor of the loan; (iii) receipt of consents for prepayment from the respective
lenders and terms and conditions of such consents and waivers and (iv) levy of any prepayment
penalties/premium and the quantum thereof and other related costs; and (v) nature and/or repayment schedule
of borrowings. Pursuant to the terms of the borrowing arrangements, prepayment of certain indebtedness may
attract prepayment charges as prescribed by the respective lender. Payment of additional interest, prepayment
penalty or premium, if any, and other related costs shall be made by us out of the internal accruals or out of
the portion of the Net Proceeds allocated towards general corporate purpose as may be decided by our
Company.

Given the nature of the above-mentioned borrowings and the terms of repayment, the aggregate outstanding
borrowing amounts which we propose to repay may vary from time to time. However, the aggregate amount
to be utilised from the Net Proceeds towards prepayment or repayment of borrowings (including refinanced
or additional facilities availed, if any), in part or full, will not exceed X1,450.00 million.

For the purposes of the Offer, our Company has intimated and has obtained necessary consent from its
lenders, as is respectively required under the relevant facility documentation for undertaking activities in
relation to this Offer and for the deployment of the Net Proceeds towards the objects set out in this section.

Our Company shall deploy a portion of the Net Proceeds by investing in ATSPL, for the purpose of
prepayment or repayment of all or a portion of the abovementioned borrowings availed by ATSPL. The form
of infusion of such investment will be by way of equity, debt, or through any other manner, which shall be
determined by our Board after considering certain commercial and financial factors at the time of investment.

Funding the working capital requirements of our Company

Our Company proposes to utilise 900.00 million from the Net Proceeds towards funding its working capital
requirements in Fiscal 2024.

We have significant working capital requirements, and we fund our working capital requirements in the
ordinary course of business from our internal accruals/equity and financing facilities from various banks,
financial institutions and non-banking financial companies. Our Company requires additional working capital
for funding future growth requirements of our Company. As of January 31, 2023, the aggregate amount
sanctioned by the banks to our Company under the fund based working capital facilities amounted to
%1,526.87 million on a standalone basis. For details of the working capital facilities availed by us, see
“Financial Indebtedness” on page 471.

Basis of estimation of working capital requirement

The details of our Company’s working capital as at March 31, 2020, March 31 2021, March 31 2022,
November 30, 2021 and November 30, 2022 and the source of funding, derived from the standalone financial
statements of our Company, as certified by Mohan & Venkataraman, Chartered Accountants through their
certificate dated March 23, 2023 are provided in the table below:

(< million)
S As at As at As at As at As at
Né Particulars November November 30, | March 31, March 31, |March 31,
: 30, 2022 2021 2022 2021 2020
(A) Current assets
@ Inventories 1,688.95 1,158.97 1,143.22 749.79 920.66
(b) | Financial assets
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S As at As at As at As at As at
Nc; Particulars November |November 30, @ March 31, March 31, March 31,
) 30, 2022 2021 2022 2021 2020

(i) Trade receivables 1,260.72 1,125.34 1,410.55 1,651.01 2,181.84
(ii) Cash and cash - - - - -
equivalents
(iii) Bank balances other than - - - - -
(i) above
(iv) Other financial assets - - - - -

(c) | Other current assets 436.56 201.29 328.07 105.28 167.32
Total current assets (A) 3,386.23 2,485.60 2,881.84 2,506.09 3,269.82

(B) | Current liabilities

(a) | Financial liabilities
(i) Trade payables 715.94 656.82 568.01 661.84 698.31
(ii) Other financial liabilities - - - - -

(b) | Provisions, other current 84.69 102.90 91.91 113.65 119.67
liabilities and current tax
liabilities (net
Total current liabilities (B) 800.63 759.72 659.92 775.49 817.98

(C) | Total working capital 2,5685.61 1,725.89 2,221.93 1,730.59 2,451.84
requirements (C = A-B)

(D) | Funding pattern

(@) | Working capital funding from 1,163.23 987.58 1,186.90 1,239.10 1,209.85
banks (including metal gold
loans)

(b) | Internal accruals, long term 1,422.38 738.31 1,035.02 491.49 1,241.99
funds and Equity
Total 2,585.62 1,725.90 2,221.93 1,730.59 2,451.84

Note: Pursuant to the certificate dated March 23, 2023, issued by Mohan & Venkataraman, Chartered Accountants.

On the basis of the existing and estimated working capital requirement of our Company on a standalone basis,
and assumptions for such working capital requirements, our Board pursuant to its resolution dated March 1,
2023, has approved the estimated working capital requirements for Fiscals 2023 and 2024 as set forth below:

(R million)
S. No Particulars March 31, 2023 Marc_h 31, 2024
o (Estimated) (Estimated)

(A) Total working capital requirements 2,961.10 3,531.95
(B) Funding pattern
(a) Proceeds from the Offer 0.00 900.00
(b) Borrowings from banks, financial institutions, internal 2,961.10 2,631.95

accruals and the proceeds from the Pre — IPO

Placements

Total 2,961.10 3,531.95

Note: Pursuant to the certificate dated March 23, 2023, issued by Mohan & Venkataraman, Chartered Accountants.

Assumptions for our estimated working capital requirements

The table below sets forth the details of holding levels (in days) for Fiscal 2020, Fiscal 2021, Fiscal 2022,
eight months ended November 30, 2021, and eight months ended November 30, 2022, as well as estimated
holding levels (in days) for Fiscal 2023 and Fiscal 2024:

For the For the
eight month eight month
Days | Fiscal 2020 Fiscal 2021  Fiscal 2022 gﬁggg zﬁz‘;’g Fiscal 2023 Fiscal 2024
(Actual) (Actual) (Actual) November November (Estimated) | (Estimated)
30, 2021 30, 2022
(Actual) (Actual)
Inventories 101 74 94 104 134 134 134
Trade recei 239 163 116 101 100 100 100
vables
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Days

Fiscal 2020
(Actual)

Fiscal 2021
(Actual)

Fiscal 2022
(Actual)

For the
eight month
period
ended
November
30, 2021
(Actual)

For the
eight month
period
ended
November
30, 2022
(Actual)

Fiscal 2023
(Estimated)

Fiscal 2024
(Estimated)

Other

18

10

27

18

35

35

35

current
assets

Total 358
current
assets (A)

247 237 223 269 269 269

Trade 76
payables

65 47 59 57 57 57

Provisions, 13
other
current
liabilities,
current tax
liabilities
(net)

Total 89
current
liabilities

(B)

76 55 68 64 64 64

Net worki 269
ng capital
days

171 182 155 205 205 205

Note: The above details of holding levels as well as projections has been certified by Mohan & Venkataraman, Chartered Accountants,
pursuant to their certificate dated March 23, 2023.

Notes:

1.Holding period (in days) is calculated as respective current asset or current liability divided by total income multiplied by number
of days (see note 2 below). Estimated holding days for Fiscal 2023 and Fiscal 2024 have been rounded to the nearest number.
2.The holding period has been computed over 365 days for each fiscal year and over 244 days for the eight month period ended

November 30, 2021 and November 30, 2022.

Key assumptions for working capital requirements

Our Company’s estimated working capital requirements on a standalone basis are based on the following

key assumptions:

S. No. Particulars

Assumptions

Current Assets

1 [Trade Receivables

The holding levels of trade receivables were 239 days in Fiscal 2020 and
163 days in Fiscal 2021 respectively. The business operations during the
said periods were impacted by Covid-19. However, the holding level was
reduced to 116 days in Fiscal 2022, due to business returning to its
normalcy. Further, as of November 2022, the holding level was 100 days
due to business returning to normalcy. We expect the holding level for
Fiscal 2023 and Fiscal 2024 to be 100 days, in line with the levels for
November 2022.

2 |Inventories

Inventory levels generally tend to be more volatile depending on the
factors such as order book status, delivery schedules, component shortage
crisis etc. In the past, the holding levels of inventories were reduced from
101 days in Fiscal 2020 to 74 days in Fiscal 2021. However, the holding
level of inventory increased to 94 days in Fiscal 2022 and to 134 days for
November 2022, due to existing global component shortage crisis which
is expected to continue in the near future. Hence, we consider the holding
period for Fiscal 2023 and Fiscal 2024 to be 134 days, in line with the
levels for November 2022.

3 |Other current assets

The key items under this head are advances paid to suppliers, prepaid
expenses, balance with statutory authorities, advances to employees etc.
Other current assets holding period was 18 days in Fiscal 2020 and 10 days
in Fiscal 2021. In Fiscal 2022 and November 2022, it was increased to 27
days and 35 days, respectively, due to higher advances paid to suppliers
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S. No. Particulars Assumptions

amidst the existing component shortage crisis vis-a-vis the previous
fiscals. We expect the holding level for Fiscal 2023 and Fiscal 2024 to be
35 days, in line with the levels for November 2022.

Current Liabilities

1 |Trade Payables Due to the impact caused by Covid-19 outbreak, the holding levels of trade
payables were 76 days in Fiscal 2020 and 65 days in Fiscal 2021.
However, the holding level was reduced to 47 days in Fiscal 2022, as the
business returned to its normalcy. However, in November 2022, the
holding days increased to 57 days. We expect the holding level for Fiscal
2023 and Fiscal 2024 to be 57 days, in line with the levels for November

2022.
2 |Provisions, Other current | In the past, the holding levels were 13 days in Fiscal 2020 and 11 days in
liabilities, Current tax liabilities |Fiscal 2021, which further improved to 8 days in Fiscal 2022 and to 7 days
(net) in November 2022, driven by lower customer advances and the payment

of income tax dues outstanding in the past. We expect the holding level
for Fiscal 2023 and Fiscal 2024 to be 7 days, in line with the levels for
November 2022.

Note: Pursuant to the certificate dated March 23, 2023, issued by Mohan & Venkataraman, Chartered Accountants.

General corporate purposes

We propose to utilise upto ¥644.00 million of the Net Proceeds towards general corporate purposes and the
business requirements of our Company as approved by the Board, from time to time, subject to such utilisation
for general corporate purposes not exceeding 25% of the gross proceeds from the Fresh Issue, in compliance
with the SEBI ICDR Regulations.

The general corporate purposes for which our Company proposes to utilise the Net Proceeds include, without
limitation, strategic initiatives, funding growth opportunities, strengthening marketing capabilities and brand
building exercises, meeting ongoing general corporate contingencies, expenses incurred in ordinary course
of business, meeting our business requirements, payment of lease liabilities, payment of commission and/or
fees to consultants, acquisition of fixed assets, capital expenditure in the ordinary course of business, business
development initiatives, employee welfare activities, any of the other Objects, payment of pre —
payment/repayment penalties upon prepayment/repayment of loans, other expenses including salaries and
wages, administration, insurance, repairs and maintenance, payment of taxes and duties and any other
purpose, as may be approved by our Board or a duly constituted committee thereof from time to time, subject
to compliance with applicable law, including provisions of the Companies Act. In the event our Company is
unable to utilise the Net Proceeds towards any of the objects of the Offer for any of the reasons as
aforementioned, our Company may utilise such Net Proceeds towards general corporate purposes, provided
that the aggregate amount deployed towards general corporate purposes shall not exceed 25% of the gross
proceeds from the Fresh Issue.

The quantum of utilisation of funds towards each of the above purposes will be determined by our Board,
based on the amount available under this head and the business requirements of our Company, from time to
time. Our Company’s management, in accordance with the policies of the Board, shall have flexibility in
utilising surplus amounts, if any. In the event that we are unable to utilise the entire amount that we have
currently estimated for use out of Net Proceeds in a Fiscal, we will utilise such unutilised amount(s) in the
subsequent Fiscals.

Offer Expenses

The total expenses of the Offer are estimated to be approximately ¥565.86 million. The expenses of this Offer
include, among others, listing fees, selling commission and brokerage, fees payable to the BRLMs, fees payable
to legal counsel, fees payable to the Registrar to the Offer, Escrow Collection Bank(s) and Sponsor Bank to the
Offer, processing fee to the SCSBs for processing application forms, brokerage and selling commission payable
to Members of the Syndicate, Registered Brokers, CRTAs and CDPs, printing and stationery expenses, advertising
and marketing expenses, fees payable to consultants and auditors for deliverables in connection with the Offer
and all other incidental and miscellaneous expenses for listing the Equity Shares on the Stock Exchanges.

Other than (i) the listing fees which shall be solely borne by the Company; and (ii) fees and expenses in relation
to the counsel to the Selling Shareholders, if any, which shall be solely borne by the respective Selling
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Shareholders; all costs, fees and expenses that are associated with and incurred in connection with the Offer shall
be borne by the Company and each of the Selling Shareholders solely based on the following: (i) by the Company
in relation to the Equity Shares issued and Allotted by the Company in the Fresh Issue; and (ii) by the Selling
Shareholders in proportion to their respective number of the Offered Shares sold and transferred in the Offer for
Sale, in accordance with Applicable Law, including Section 28(3) of Companies Act, 2013. All estimated Offer
related expenses to be proportionately borne by the Selling Shareholders shall be deducted from the proceeds of
the Offer for Sale, and subsequently, the balance amount from the Offer for Sale will be paid to the Selling
Shareholders. In the event, any expense is paid by our Company on behalf of the Selling Shareholders in the first
instance, it will be reimbursed to our Company, by the Selling Shareholders to the extent of its respective
proportion of Offer related expenses, directly from the Public Offer Account.

The break-up of the estimated Offer expenses is set forth below:
(in % million )

- Estimated As a %.of the As a % of
Activity expenses” total estimated the total
Offer expenses Offer size™"
Fees payable to the BRLMs and commissions 272.14 48.09% 3.15%

(including underwriting commission, brokerage and
selling commission)
Commission/processing fee for SCSBs, Sponsor 24.70 4.36% 0.29%
Bank and Bankers to the Offer and fee payable to the
Sponsor Bank for Bids made by RIBs. Brokerage,
underwriting commission and selling commission
and bidding charges for Members of the Syndicate,
Registered Brokers, CRTAs and CDPs()@)#)
Advertising and marketing expenses 60.36 10.67% 0.70%
Fee payable to statutory auditors™, independent 37.76 6.67% 0.44%
chartered accountant™, chartered engineer” and
market research firms™
Others
(i)  Listing fees, SEBI, BSE and NSE processing 29.26 5.17% 0.34%
fees, book building software fees and other
regulatory expenses;

14.23 2.51% 0.16%
(if)  Printing and distribution of stationery;
(iii)  Fees payable to legal counsel; and 87.20 1541% 1.01%
(iv) Miscellaneous. 40.21 7.11% 0.46%
Total estimated Offer expenses 565.86 100.00% 6.54%

" Offer expenses include goods and services tax, where applicable.

™ Statutory Auditors of our Company, namely Varma & Varma, Chartered Accountants.

" The Independent Chartered Accountants appointed by our Company, namely Mohan & Venkataraman, Chartered Accountants.

#The chartered engineer appointed by our Company, namely Protech Consultants, to provide details pertaining to our Company’s and our
Subsidiaries” manufacturing capacity and its utilization at certain manufacturing facilities.

**** Subject to finalisation of Basis of Allotment.

# Market research firm appointed by our Company, namely, Frost & Sullivan (India) Private Limited, to provide an industry report exclusively
in connection with the Offer.

@ Selling commission payable to SCSBs, on the portion for Retail Individual Investors and Non-Institutional Investors which are directly
procured and uploaded by the SCSBs, would be as follows:

Portion for Retail Individual Investors” 0.35% of the Amount Allotted” (plus applicable taxes)

Portion for Non-Institutional Investors” 0.15% of the Amount Allotted” (plus applicable taxes)

“Amount Allotted is the product of the number of Equity Shares Allotted and the Offer Price. Selling commission payable to the SCSBs
will be determined on the basis of the bidding terminal ID as captured in the Bid Book of BSE or NSE. No processing fees shall be
payable to the SCSBs on the applications directly procured by them.

@ Processing fees payable to the SCSBs on the portion for Retail Individual Investors and Non-Institutional Investors (excluding UPI
Bids) which are procured by the Members of the Syndicate/sub-Syndicate/Registered Broker/CRTAs/ CDPs and submitted to SCSB
(including 3-in-1 type accounts — linked online trading, demat and bank account) for blocking, would be as follows:

Portion for Retail Individual Investors and Non | <10 per valid Bid cum Application Form (plus applicable taxes)

Institutional Investors”
"Processing fees payable to the SCSBs for capturing Syndicate Member/Sub-syndicate (Broker)/Sub-broker code on the ASBA Form
for Non-Institutional Bidders and Qualified Institutional Bidders with bids above ¥500,000 would be 10 plus applicable taxes, per
valid application.
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Notwithstanding anything contained above the total processing fee payable under this clause will not exceed €1.50 million (plus
applicable taxes) and in case if the total processing fees exceeds <1.50 million (plus applicable taxes) then processing fees will be
paid on pro-rata basis.

© Selling commission on the portion for Retail Individual Bidders and Non-Institutional Bidders which are procured by Members of the
Syndicate (including their sub-Syndicate Members), RTAs and CDPs or for using 3-in-1 type accounts- linked online trading, demat
and bank account provided by some of the Registered Brokers which are Members of the Syndicate (including their Sub-Syndicate
Members) would be as follows:

Portion for Retail Individual Investors* 0.35% of the Amount Allotted” (plus applicable taxes)

Portion for Non-Institutional Investors* 0.15% of the Amount Allotted” (plus applicable taxes)

* Amount Allotted is the product of the number of Equity Shares Allotted and the Offer Price.

@ The selling commission payable to the Syndicate / sub-Syndicate Members will be determined:

@

(ii)

For Retail Individual Bidders and Non-Institutional Bidders (up to ¥500,000), on the basis of the application form number /
series, provided that the application is also bid by the respective Syndicate / sub-Syndicate Member. For clarification, if a
Syndicate ASBA application on the application form number / series of a Syndicate / sub-Syndicate Member, is bid by an SCSB,
the selling commission will be payable to the SCSB and not the Syndicate / Sub-Syndicate Member.

For Non-Institutional Bidders (above ¥500,000), Syndicate ASBA Form bearing SM Code & Sub-Syndicate Code of the
application form submitted to SCSBs for Blocking of the Fund and uploading on the Exchanges platform by SCSBs. For
clarification, if a Syndicate ASBA application on the application form number / series of a Syndicate / Sub-Syndicate Member,
is bid by an SCSB, the Selling Commission will be payable to the Syndicate / Sub Syndicate members and not the SCSB.

® Uploading Charges:

®

(ii)

Bid uploading charges payable to Members of the Syndicate (including their sub-Syndicate Members) on the applications
made using 3-in-/ accounts would be ¥10 plus applicable taxes, per valid application bid by the Syndicate (including their
sub-Syndicate embers).

Bid uploading charges payable to SCSBs on the QIB Portion and Non-Institutional Bidders (excluding UPI Bids) which are
procured by the Syndicate/sub-Syndicate/Registered Broker/RTAs/ CDPs and submitted to SCSBs for blocking and uploading
would be %10 per valid application (plus applicable taxes).

Notwithstanding anything contained above, the total bid uploading charges payable under this clause will not exceed ¥1.50
million (plus applicable taxes) and in case if the total bid uploading charges exceeds Z1.50 million (plus applicable taxes) then
the total bid uploading charges will be paid on pro-rata basis.

The selling commission and bidding charges payable to Registered Brokers, the RTAs and CDPs will be determined on the
basis of the bidding terminal ID as captured in the bid book of BSE or NSE.

® Selling commission/ uploading charges payable to the Registered Brokers on the portion for Retail Individual Bidders procured
through UPI Mechanism and Non-Institutional Bidders which are directly procured by the Registered Broker and submitted to SCSB
for processing, would be as follows:

Portion for Retail Individual Investors and Non | €10 per valid Bid cum Application Form (plus applicable taxes)
Institutional Investors”

™ Uploading charges/ processing fees for applications made by UPI Bidders using the UPI Mechanism would be as under:

Members of the Syndicate / RTAs / CDPs (uploading | <20 per valid application (plus applicable taxes)

charges)

HDFC Bank Limited (Sponsor Bank 1) < Nil per valid Bid cum Application Form
HDFC Bank Limited will also be entitled to a one time escrow management
fee of INil.
The Sponsor Bank shall be responsible for making payments to the third
parties such as remitter bank, NPCI and such other parties as required in
connection with the performance of its duties under the SEBI circulars, the
Syndicate Agreement and other applicable laws.

ICICI Bank Limited (Sponsor Bank 2) Z Nil per valid Bid cum Application Form

ICICI Bank Limited will also be entitled to a one time escrow management
fee of T Nil.

The Sponsor Bank shall be responsible for making payments to the third
parties such as remitter bank, NPCI and such other parties as required in
connection with the performance of its duties under the SEBI circulars, the
Syndicate Agreement and other applicable laws.
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Notwithstanding anything contained above in this clause the total Uploading charges/ Processing fees for applications made by Retail
Individual Investors (up to ¥200,000) and Non-Institutional Investors (for an amount more than ¥200,000 and up to I500,000) using
the UPI Mechanism would not exceed I10.00 million (plus applicable taxes) and in case if the total uploading charges/ processing fees
exceeds ¥10.00 million (plus applicable taxes) then uploading charges/ processing fees using UPI Mechanism will be paid on pro-rata
basis except the fee payable to respective Sponsor Banks, if any.

All such commissions and processing fees set out above shall be paid as per the timelines in terms of the Syndicate Agreement and Cash
Escrow and Sponsor Bank Agreement.

Pursuant to SEBI circular no. SEBI/HO/CFD/DIL2/P/CIR/2022/75 dated May 30, 2022, applications made using the ASBA facility in
initial public offerings (opening on or after September 1, 2022) shall be processed only after application monies are blocked in the
bank accounts of investors (all categories). Accordingly, Syndicate / Sub-Syndicate Member shall not be able to accept Bid cum
Application Form above 500,000 and the same Bid cum Application Form need to be submitted to SCSB for blocking of the fund and
uploading on the exchange bidding platform. To identify bids submitted by Syndicate / Sub-Syndicate Member to SCSB a special Bid
cum Application Form with a heading / watermark “Syndicate ASBA” may be used by Syndicate / Sub-Syndicate Member along with
SM code & Broker code mentioned on the Bid cum Application Form to be eligible for brokerage on Allotment. However, such special
forms, if used for RIB Bids and NIB Bids up to ¥500,000 will not be eligible for brokerage.

The processing fees for applications made by UPI Bidders using the UPI Mechanism may be released to the remitter banks (SCSBs)
only after such banks provide a written confirmation on compliance with SEBI Circular No: SEBI/HO/CFD/DIL2/CIR/P/2021/570
dated June 2, 2021 read with SEBI Circular No: SEBI/HO/CFD/DIL2/CIR/P/2021/2480/1/M dated March 16, 2021 and such payment
of processing fees to the SCSBs shall be made in compliance with SEBI Circular No. SEBI/HO/CFD/DIL2/CIR/P/2022/51 dated April
20, 2022 and SEBI circular no. SEBI/HO/CFD/DIL2/P/CIR/2022/75 dated May 30, 2022.

Interim use of funds

Pending utilization for the purposes described above, we undertake to temporarily invest the funds from the Net
Proceeds in deposits only with one or more scheduled commercial banks included in the second schedule of the
Reserve Bank of India Act, 1934, as amended. In accordance with Section 27 of the Companies Act, 2013, our
Company confirms that it shall not use the Net Proceeds for buying, trading or otherwise dealing in shares of any
other listed company or for any investment in the equity markets.

Bridge loan

Our Company has not raised any bridge loans from any banks or financial institutions, which are proposed to be
repaid from the Net Proceeds.

Monitoring of utilisation of funds

In accordance with Regulation 41 of the SEBI ICDR Regulations, our Company has appointed CARE Ratings
Limited as the Monitoring Agency for monitoring the utilization of Net Proceeds, as the Fresh Issue size exceeds
%1,000 million. Our Audit Committee and the Monitoring Agency will monitor the utilization of the Net Proceeds.
Our Company shall provide the information and certification received from the Statutory Auditor to the
Monitoring Agency. Our Company undertakes to place the report(s) of the Monitoring Agency on receipt before
the Audit Committee without any delay. Our Company will disclose the utilization of the Net Proceeds, including
interim use under a separate head in its balance sheet for such periods as required under the SEBI ICDR
Regulations, the SEBI Listing Regulations and any other applicable laws or regulations, clearly specifying the
purposes for which the Net Proceeds have been utilized. Our Company will also, in its balance sheet for the
applicable fiscal periods, provide details, if any, in relation to all such Net Proceeds that have not been utilized, if
any, of such currently unutilized Net Proceeds.

Pursuant to Regulation 32(3) of the SEBI Listing Regulations, our Company shall, on a quarterly basis, disclose
to the Audit Committee the uses and applications of the Net Proceeds. The Audit Committee will make
recommendations to our Board for further action, if appropriate. On an annual basis, our Company shall prepare
a statement of funds utilized for purposes other than those stated in this Prospectus and place it before the Audit
Committee and make other disclosures as may be required until such time as the Net Proceeds remain unutilized.
Such disclosure shall be made only until such time that all the Net Proceeds have been utilized in full. The
statement shall be certified by the statutory auditor of our Company. Furthermore, in accordance with Regulation
32(1) of the SEBI Listing Regulations, our Company shall furnish to the Stock Exchanges on a quarterly basis, a
statement indicating (i) deviations, if any, in the actual utilization of the proceeds of the Fresh Issue from the
Objects as stated above; and (ii) details of category wise variations in the actual utilization of the proceeds of the
Fresh Issue from the Objects as stated above. This information will also be published in newspapers
simultaneously with the interim or annual financial results and explanation for such variation (if any) will be
included in our Director’s report, after placing the same before the Audit Committee.
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Variation in Objects

In accordance with Sections 13(8) and 27 of the Companies Act, 2013, our Company shall not vary the Objects
of the Offer unless our Company is authorized to do so by way of a special resolution of its Shareholders and such
variation will be in accordance with the applicable laws including the Companies Act, 2013 and the SEBI ICDR
Regulations. In addition, the notice issued to the Shareholders in relation to the passing of such special resolution
(“Postal Ballot Notice™) shall specify the prescribed details as required under the Companies Act, 2013 and
applicable rules. The Postal Ballot Notice shall simultaneously be published in the newspapers, one in English
and one in Tamil, being the regional language of Tamil Nadu, where our Registered and Corporate Office is
situated in accordance with the Companies Act, 2013 and applicable rules. Our Promoters will be required to
provide an exit opportunity to such Shareholders who do not agree to the proposal to vary the Objects, at such
price, and in such manner, in accordance with Section 13(8) and other applicable provisions of the Companies
Act, our Articles of Association, and the SEBI ICDR Regulations.

Other confirmations

Except to the extent of the proceeds received by the Selling Shareholders pursuant to the Offer for Sale portion,
none of our Promoters or members of the Promoter Group, Group Companies, Directors, Key Managerial
Personnel or Senior Management Personnel will receive any portion of the Offer Proceeds. Further, except in the
ordinary course of business, there is no existing or anticipated interest of such individuals and entities in the
Obijects as set out above.
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BASIS FOR OFFER PRICE

The Offer Price has been determined by our Company and the Promoter Selling Shareholders in consultation with
the BRLMs, on the basis of assessment of market demand for the Equity Shares offered through the Book Building
Process and on the basis of quantitative and qualitative factors as described below. The face value of the Equity
Shares is X2 each and the Offer Price is 218 times the face value of the Equity Share. Investors should also see
“Our Business”, “Risk Factors”, “Management’s Discussion and Analysis of Financial Condition and Results
of Operations” “Financial Statements” and “Summary of Financial Information” on pages 221, 41, 444, 311 and
86, respectively, to have an informed view before making an investment decision.

Quialitative Factors

o End -to — end integrated solutions, providing a “One Stop Shop” for electronics and electro — mechanical
design and manufacturing services.

e High entry barriers to business through our collective cross-industry experience, customer engagement
capabilities and leading position in the high mix flexible volume product manufacturing segment.

o  Well-diversified business leading to strong growth avenues.

e Established relationships with marquee customer base.

o Global delivery footprint with high quality standards and advanced manufacturing and assembly capabilities

¢ Strong financial performance, stable cash flows and visible growth profile.

Quantitative Factors

Some of the information presented below relating to our Company is derived from the Restated Consolidated
Financial Information. For details, see “Financial Statements” on page 311.

Some of the quantitative factors which may form the basis for computing the Offer Price are as follows:

Basic and Diluted Earnings per Share (“EPS”)

Period Basic EPS ) Diluted EPS ) Weight

Financial year ended March 31, 2020 2.21 2.21 1
Financial year ended March 31, 2021 4.01 4.01 2
Financial year ended March 31, 2022 11.30 11.30 3
Weighted Average 7.36 7.36
Eight month period November 30, 2021" 6.79 6.79
Eight month period November 30, 2022" 6.10 6.00

“Not annualised

Notes:

* Basic earnings per share () = Restated consolidated profit for the year attributable to equity holders of the parent / Weighted average
number of equity shares in calculating basic EPS

* Diluted earnings per share (%) = Restated consolidated profit for the year attributable to equity holders of the parent / Weighted average
number of equity shares in calculating diluted EPS

« Basic and diluted earnings/ (loss) per equity share: Basic and diluted earnings/ (loss) per equity share are computed in accordance with
Indian Accounting Standard 33 notified under the Companies (Indian Accounting Standards) Rules of 2015 (as amended)

» Weighted Average Number of Equity Shares is the number of equity shares outstanding at the beginning of the year/period adjusted by the
number of equity shares issued during the year multiplied by the time weighting factor

« Pursuant to resolutions passed in extra-ordinary general meeting held on June 27, 2022, shareholders have approved subdivision of each
equity share of face value of 100 each into fifty equity shares of face value of ¥2 each and issue of bonus equity shares of face value of 2
each in the ratio of 6:1. As required under Ind AS 33 "Earning per share", the above sub-division and Bonus shares are retrospectively
considered for the computation of weighted average number of equity shares outstanding during the period, in accordance with Ind AS 33.

Price/Earning (“P/E”) ratio in relation to Offer Price of ¥436 per Equity Share:

P/E at the Cap Price (no.  P/E at the Floor Price (no. P/E at the Offer Price (no.

e EnE s of times) of times) of times)
Based on basic EPS for 38.58 36.73 38.58
Fiscal 2022
Based on diluted EPS for 38.58 36.73 38.58
Fiscal 2022
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Industry P/E ratio

Particulars P/E ratio”
Highest 106.55
Lowest 49,91
Industry Composite 76.39

*Closing market price of the peers considered as March 16, 2023 on BSE.

Return on Net Worth (“RoNW?)

Period RoNW (%) Weight
Financial year ended March 31, 2020 25.19 1
Financial year ended March 31, 2021 40.36 2
Financial year ended March 31, 2022 85.86 3
Weighted Average 60.58
Eight month period November 30, 2021" 49.00
Eight month period November 30, 2022" 28.17

“Not annualised

Return on Net Worth is calculated as restated profit for the year attributable to the equity shareholders of the Company divided by average
net worth (excluding non-controlling interest). For the purposes of the above, “net worth” means the aggregate value of the paid-up share
capital and all reserves created out of the profits and securities premium account and debit or credit balance of profit and loss account, after
deducting the aggregate value of the accumulated losses, deferred expenditure and miscellaneous expenditure not written off, but does not
include reserves created out of revaluation of assets, write-back of depreciation and amalgamation each as applicable for the Company on a
consolidated restated basis. Net worth represents equity attributable to owners of the holding company and does not include amounts
attributable to non-controlling interests.

Net Asset Value (“NAV”) per share

®)
NAV Particulars
As on March 31, 2022 15.60
As on November 30, 2021 16.98
As on November 30, 2022 26.37
. At the Floor At the Offer

At the Cap Price Price Price

NAV after the completion of the Offer 81.24 80.77 81.24

Notes:

e Offer Price per equity share has been determined by our Company and the Promoter Selling Shareholders, in consultation with the
BRLMs on conclusion of the Book Building Process.

o Net asset value per equity share represents restated net worth attributable to equity shareholders of the Company (excluding non-
controlling interest) at the end of the year divided by weighted average numbers of equity share outstanding during the respective year.

e Pursuant to resolutions passed in extra-ordinary general meeting held on June 27, 2022, shareholders have approved subdivision of
each equity share of face value of 100 each into fifty equity shares of face value of ¥2 each and issue of bonus equity shares of face
value of ?2 each in the ratio of 6:1. As required under Ind AS 33 "Earning per share", the above sub-division and Bonus shares are
retrospectively considered for the computation of weighted average number of equity shares outstanding during the period, in
accordance with Ind AS 33.

Comparison with Listed Industry Peers

Closing Revenue
Face - EPS %)
Name of the = Consolidated/ ~value = Pr'¢€on fron_1 N RoNW
company Standalone | (X per LAETET | ey Fiscal 2022 ® per iz (%)
16, 2023 (in% share)
share) L
® million) ' Basic | Diluted
Avalon Consolidated 2.00 NA 8,407.18 | 11.30 11.30 | 15.60 - | 85.86%
Technologies
Limited”
PEER GROUP
Dixon Consolidated 2.00 2,867.45 | 106,970.80 | 32.31 32.00 | 167.73 89.61 | 21.93%
Technologies
(India)
Limited™
Amber Consolidated | 10.00 1,928.20 42,063.97 | 3241 32.41 | 514.70 59.50 6.54%
Enterprises
India
Limited™
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Closing Revenue
Face : EPS )
Name of the | Consolidated/ | value pl\';;ce on frorr_1 N/ RoNW
arch | Operations ; R per P/E
company Standalone | (X per 16. 2023 (in3 Fiscal 2022 share) (%)
share) ® million) ' Basic | Diluted
Syrma SGS | Consolidated | 10.00 258.05 12,666.48 | 5.25 5.17 | 4157 4991 | 13.04%
Technology
Limited®
Kaynes Consolidated 10.00 951.50 7,062.49 9.70 8.93 | 43.89 106.55 | 24.29%
Technology
India
Limited”

“Financial information for our Company is derived from the Restated Consolidated Financial Information as at and for the financial year
ended March 31, 2022.

“All the financial information for Dixon Technologies (India) Limited and Amber Enterprises India Limited is sourced from the annual audited
financial results of the company for the year ended March 31, 2022.

$All the financial information for Syrma SGS Technology Limited is based on their proforma condensed combined financial statements from
their red herring prospectus.

#All the financial information for Kaynes Technology India Limited is based on their restated consolidated financial statements for the year
ended March 31, 2022 from their red herring prospectus.

Notes for listed peers:

1. Basic EPS and Diluted EPS refer to the Basic EPS and Diluted EPS sourced from the financial statements of the respective company.

2. P/E Ratio has been computed based on the closing market price of equity shares on BSE on March 16, 2023 divided by the Diluted EPS
provided.

3. Return on net worth (“RONW ") is computed as total profit/ (loss) for the year attributable to equity shareholders of the parent divided
by average net worth (excluding non-controlling interest), as at March 31, 2022.

4. Netasset value per share is calculated by dividing net worth (excluding non-controlling interest) by number of equity shares outstanding
as at March 31, 2022.

Details of the debt — to — equity ratio of the Company, its listed peers and the industry average

Particulars Fiscal 2022 Fiscal 2021 Fiscal 2020

Avalon Technologies Limited” 3.64 5.28 5.89
Listed peers

i. Dixon Technologies (India) Limited™ 0.67 0.40 0.33

ii. Amber Enterprises India Limited™ 0.62 0.25 0.31

iii. Syrma SGS Technology Limited® 0.38 0.19 0.28

iv. Kaynes Technology India Limited® 0.93 1.07 1.49
Industry Average 0.65 0.48 0.60

Note:

Total Borrowings includes lease liabilities.

Total equity is exclusive of non-controlling interest.

“Financial information for our Company is derived from the Restated Consolidated Financial Information as at and for the financial year
ended March 31, 2022.

"All the financial information for Dixon Technologies (India) Limited and Amber Enterprises India Limited is sourced from the annual audited
financial results of the company for the year ended March 31, 2022.

SAll the financial information for Syrma SGS Technology Limited is based on their proforma condensed combined financial statements from
their red herring prospectus.

&All the financial information for Kaynes Technology India Limited is based on their restated consolidated financial statements from their red
herring prospectus.

Details of the working capital turnover ratio of the Company, its listed peers and the industry average

Particulars Fiscal 2022 Fiscal 2021 Fiscal 2020

Avalon Technologies Limited” 16.37 1,553.16 (11.80)
Listed peers

i. Dixon Technologies (India) Limited™ 26.02 20.13 20.74

ii. Amber Enterprises India Limited™ 12.37 5.83 13.85

iii. Syrma SGS Technology Limited® 7.10 3.80 5.63

iv. Kaynes Technology India Limited® 5.69 5.89 8.18
Industry Average 12.79 8.92 12.10

Note:

Working capital turnover ratio = Revenue from Operations/net working capital.
Net working capital is computed as current assets minus current liabilities.

“Financial information for our Company is derived from the Restated Consolidated Financial Information as at and for the financial year
ended March 31, 2022.

"All the financial information for Dixon Technologies (India) Limited and Amber Enterprises India Limited is sourced from the annual audited
financial results of the company for the year ended March 31, 2022.
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$All the financial information for Syrma SGS Technology Limited is based on their proforma condensed combined financial statements from
their red herring prospectus.

&All the financial information for Kaynes Technology India Limited is based on their restated consolidated financial statements from their red
herring prospectus.

Key financial and operational metrics

In evaluating our business, we consider and use certain KPIs as a supplemental measure to review and assess our
financial and operating performance. The presentation of these KPIs is not intended to be considered in isolation
or as a substitute for the Restated Consolidated Financial Information. We use these KPIs to evaluate our financial
and operating performance. These KPIs have limitations as analytical tools. Further, these KPIs may differ from
the similar information used by other companies and hence their comparability may be limited. Therefore, these
metrics should not be considered in isolation or construed as an alternative to Ind AS measures of performance or
as an indicator of our operating performance, liquidity or results of operation. Although these KPIs are not a
measure of performance calculated in accordance with applicable accounting standards, our Company’s
management believes that it provides an additional tool for investors to use in evaluating our ongoing operating
results and trends and in comparing our financial results with other companies in our industry because it provides
consistency and comparability with past financial performance, when taken collectively with financial measures
prepared in accordance with Ind AS.

Investors are encouraged to review the Ind AS financial measures and to not rely on any single financial or
operational metric to evaluate our business.

The KPIs disclosed below have been approved by a resolution of our Audit Committee dated March 23, 2023 and
the members of the Audit Committee have verified the details of all KPIs pertaining to the Company. Further, the
members of the Audit Committee have confirmed that the verified details of all KPIs pertaining to the Company
that have been disclosed to investors at any point of time during the three years period prior to the date of filing
of the Red Herring Prospectus have been disclosed in this section. Further, the KPIs herein have been certified by
Mohan & Venkataraman, Chartered Accountants, by their certificate dated April 7, 2023.

The KPIs of our Company have been disclosed in the sections “Our Business” and “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” starting on pages 221 and 444, respectively. We
have described and defined the KPIs, as applicable, in the section “Definitions and Abbreviations” on page 5.

Our Company confirms that it shall continue to disclose all the KPIs included in this section on a periodic basis,
at least once in a year (or any lesser period as determined by the Board of our Company), for a duration of one
year after the date of listing of the Equity Shares on the Stock Exchange or till the complete utilisation of the
proceeds of the Fresh Issue as per the disclosure made in the section “Objects of the Offer”, whichever is later or
for such other duration as may be required under the SEBI ICDR Regulations.

Set forth below are the KPIs pertaining to the Company that have been disclosed to its investors at any point of
time during the three years preceding the date of the Red Herring Prospectus:

Sr. Particulars Eight-month | Eight-month = Fiscal Fiscal Fiscal
no. period ended | period ended 2022 2021 2020
November November
30, 2022 30, 2021
1 Total Income (in % million) 5,969.75 5,437.20 8,516.50 6,958.97 6,531.48
2 ﬁfﬁfg#)e from Operations (in 5,847.86 5414.00 | 8,407.18 | 690471 | 641867
3 Material Margin (in % million) 2,169.65 1,830.36 2,865.85 2,344.72 2,306.15
L\"a‘e”a' Margin (% of Revenue 37.10% 33.81% 3400% | 33.96% | 35.93%
rom Operations)
4 EBITDA (in R million) 680.56 582.87 975.49 661.44 644.79
5 EBITDA Margin 11.64% 10.77% 11.60% 9.58% 10.05%
6 PAT (in % million) 341.86 423.02 681.64 230.82 123.26
7 PAT Margin 5.73% 7.78% 8.00% 3.32% 1.89%
8 Order Book (in % million) 11,902.46 9,182.32 8,578.69 6,345.79 5,046.72
9 Net Working Capital (in % million) 3,521.30 2,393.71 2,777.38 2,199.61 1,499.10
10 Net Debt (in X million) 3,045.18 2,509.24 2,839.14 2,618.07 2,218.85
Notes:

1. Total Income includes the total revenue of the business including other income.
2. Revenue from Operations is the total revenue generated from operations excluding other income.
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3. Material Margin is calculated as Revenue from Operations less Material Cost. Material Margin % is calculated as Material Margin by
Revenue from Operations.
4. EBITDA is calculated as Profit after Tax plus tax expenses, depreciation, and amortization expense plus finance cost less finance income
and other income.

©o~N O

lease liabilities).

10. Net Debt is calculated as total borrowings less cash and cash equivalents (including current investments).

EBITDA Margin is calculated EBITDA by Revenue from Operations.
PAT is profit after tax for the period.

PAT Margin is calculated as PAT by Total Income.
Order Book is the total open orders as at the end of the period.
Net Working Capital is calculated as current assets less current liabilities (excluding short term borrowings and current portion of the

Set forth below are KPIs which have been used historically by our Company to understand and analyse the
business performance, which in result, help us in analyzing the growth of various verticals in comparison to our

listed peers, and other relevant and material KPIs of the business of the Company that have a bearing for arriving
at the Basis for the Offer Price:

Financial KPls

Eight- Eight- Fiscal 2022 | Fiscal 2021 = Fiscal 2020
month month
Sr. No. Particulars Zﬁﬂgg zzggg
November | November
30, 2022 30, 2021

1. ﬁ}fﬁfé‘r‘]‘)e from - Operations  (in 2 5,847.86 5,414.00 8,407.18 6,904.71 6,418.67
2. Total Income (in T million) 5,969.75 5,437.20 8,516.50 6,958.97 6,531.48

Material Margin (in % million) 2,169.65 1,830.36 2,865.85 2,344.72 2,306.15
> g";;f;it?c')r':g)argi” (% of Revenue from 37.10% 3381% | 34.09% 33.96% | 3593%
4, EBITDA (in % million) 680.56 582.87 975.49 661.44 644.79
5. EBITDA Margin 11.64% 10.77% 11.60% 9.58% 10.05%
6. PAT (in T million) 341.86 423.02 681.64 230.82 123.26
7. PAT Margin 5.73% 7.78% 8.00% 3.32% 1.89%

Revenue by Top 5/ Top 10 Customers

(in X million)

Top 5 2,217.38 2,900.44 4,228.30 3,386.29 2,983.16
8. Top 10 3,219.39 3,682.24 5,499.33 4,577.54 4,140.41

Above as a % of Total Income

Top 5 37.14% 53.34% 49.65% 48.66% 45.67%

Top 10 53.93% 67.72% 64.57% 65.78% 63.39%

Revenue by Geography (in X million)

India” 2,515.92 1,944.47 3,219.95 2,599.34 2,465.16

USA 3,453.83 3,492.73 5,296.55 4,359.64 4,066.32
% Above as a % of Total Income

India” 42.14% 35.76% 37.81% 37.35% 37.74%

USA 57.86% 64.24% 62.19% 62.65% 62.26%

Revenue by end use industry (in

million)

Clean Energy 1,388.83 1,044.54 1,726.93 1,234.30 1,026.19

Mobility 1,336.92 1,614.80 2,264.70 1,983.71 2,011.99
10. Industrial 1,675.55 1,626.39 2,558.28 2,042.49 1,823.41

Communication 539.06 330.24 611.40 546.65 409.36

Medical 519.60 429.64 656.39 544.72 527.39

Others 509.79 391.59 698.80 607.10 733.14
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Above as a % of Total Income
Clean Energy 23.26% 19.21% 20.28% 17.74% 15.71%
Mobility 22.39% 29.70% 26.59% 28.51% 30.80%
Industrial 28.07% 29.91% 30.04% 29.35% 27.92%
Communication 9.03% 6.07% 7.18% 7.86% 6.27%
Medical 8.70% 7.90% 7.71% 7.83% 8.07%
Others 8.54% 7.20% 8.21% 8.72% 11.22%
Revenue by Service Line (Design,
PCB Assembly, Box Build etc.) (in X
million)
Design 136.42 121.80 184.68 151.20 139.78
PCB 1,940.17 1,354.75 2,961.71 2,429.46 2,286.11
Box build 2,819.37 3,030.18 3,739.86 3,276.76 2,830.86
Cables 575.54 512.90 846.36 635.35 545.08
Metal 224.05 197.99 351.56 291.20 454.80
Magnetics 107.17 160.50 265.65 87.79 67.93
11, | Plastics 45.14 35.88 57.36 32.95 94.11
Above as a % of Total Revenue
from Operations
Design 2.33% 2.25% 2.20% 2.19% 2.18%
PCB 33.18% 25.02% 35.23% 35.19% 35.62%
Box build 48.21% 55.97% 44.48% 47.46% 44.10%
Cables 9.84% 9.47% 10.07% 9.20% 8.49%
Metal 3.83% 3.66% 4.18% 4.22% 7.09%
Magnetics 1.83% 2.96% 3.16% 1.27% 1.06%
Plastics 0.77% 0.66% 0.68% 0.48% 1.47%
12. %?mg"r:) Expenditure incurred (in 3 215.12 55.05 159.42 192.14 170.36
13. | Return on Capital Employed 17.58% 15.96% 27.41% 21.26% 26.83%
14. | Return on Net Worth 28.17% 49.00% 85.86% 40.36% 25.19%
15. | Asset Turnover Ratio (in times) 6.36 6.78 9.40 8.30 8.92
Order Book (in % million) 11,902.46 9,182.32 8,578.69 6,345.79 5,046.72
16. India 6,968.84 5,218.38 4,875.38 3,074.76 3,036.48
USA 4,933.62 3,963.94 3,703.31 3,271.03 2,010.24
17. | Net Working Capital (in % million) 3,521.30 2,393.71 2,777.38 2,199.61 1,499.10
18. | Net Debt (in X million) 3,045.18 2,509.24 2,839.14 2,618.07 2,218.85

“India includes (i) customers whose revenue is less than US$200,000 and (ii) other income.

Notes for Financial metrics:

1
2.
3.

LN o

10.

Revenue from Operations is the total revenue generated from operations excluding other income.
Total Income includes the total revenue of the business including other income.
Material Margin is calculated as Revenue from Operations less material cost. Material Margin % is calculated as Material Margin

by Revenue from Operations.

EBITDA is calculated as Profit after Tax plus tax expenses, depreciation, and amortization expense plus finance cost less finance

income and other income.

EBITDA Margin is calculated as EBITDA by Revenue from Operations.

PAT is profit after tax for the period.

PAT Margin is calculated as PAT by Total Income.

Revenue by Top 5/ Top 10 Customers is calculated in the descending order of Customer revenues. Top 5/ Top 10 Customers % is
calculated as total of top 5/ top 10 customers revenue by Total Income.

Revenue by Geography is calculated based on the country of customer. Country (India) classification is being made as mentioned
in the above note. Revenue by Geography % is calculated as income generated in the respective country divided by Total Income.
Revenue by End Use Industry is calculated as the total Revenue from Operations generated by the customers (operating in that
industry). Revenue by End Use Industry % is calculated as total revenue generated by the customers (operating in that industry)
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12.
13.

14,
15.
16.
17.

18.

by Total Revenue from Operations.
Revenue by Service Line is calculated as the total revenue by service lines. Revenue by Service Line % is calculated as the total
Revenue by Service Lines by Total Income.
Capital Expenditure incurred is the total capital expenditure incurred during the year.
Return on Capital Employed is computed as earnings before interest and taxes (EBIT) by average capital employed (capital
employed is sum of tangible net worth (excluding intangible assets) plus total debt).
Return on Net Worth is calculated as net profit attributable to equity holders of the parent company by average shareholders equity
(excluding non controlling interest).
Asset Turnover Ratio is calculated as Revenue from Operations by net block of assets (property, plant & equipment).
Order Book is the total open orders as at the end of the period.
Net Working Capital is calculated as current assets less current liabilities (excluding short term borrowings and current portion

of the lease liabilities).

Net Debt is calculated as total borrowings less cash and cash equivalents (including current investments).

Operational KPIs

Million (PPM)

Eight-month Eight-month
Sr. - period ended period ended n Fiscal .
No. Particulars [ ———) e ——— Fiscal 2022 2021 Fiscal 2020
2022 2021
Number of permanent 1,783 1,634 1,594 1,591 1,857
employees
L Number of contract
221 277 263 260 292
staff
2. | Number of customers 89 72 81 62 54
Number of customers
by geography
3. | India" 35 28 33 28 24
USA 54 44 48 34 30
Number of customers
by end use industry
Clean Energy 14 7 1 6 4
4. | Mobility 13 13 14 12 1
Industrial 39 33 38 30 26
Communication 11 9 8 6 5
Medical &  Others
(design, defence etc.) 6 5 5 4 4
Average length of
relationship with top
5. | 80% revenue 8.26 8.00 7.95 7.68 7.15
generating  customers
(in number of years)
6. Number o_f custqmers 29 21 21 18 16
for box build service
Weighted Average
7. | Capacity  Utilization 59.00% 61.00% 62.64% 51.51% 66.62%
for the Group
Safety
8. |- Measured in
Acmdt_ants as  per 0 0 0 1 0
prescribed
Government norms.
Quality metrics
9. | _
Customer Parts Per 15 35 27 66 132

“India includes (i) customers whose revenue is less than US$200,000 and (ii) Other income.

Notes for Operating Metrics:
Number of permanent employees include those employees who are on rolls (permanent employees) of the company.
Number of contract staff includes employees of the company who are on contract.
Total number of customers is calculated from the customer list (considering all customers whose revenue is less than US$200,000

1.
2.
3.

as 1 customer — “others”.

Number of customers by geography is calculated based on the customer location.
Number of customers by end use industry is calculated based on the customer’s industry respectively.
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5. Average length of relationship with 80% revenue generating customers (in number of years) is calculated as an average of the
length of the relationship of customers contributing 80% revenue in total.

6.  Number of customers for box build service is the number of customers served through the box build service line.

7.  Weighted Average Capacity Utilization is calculated as (sum of capacity of each service line x revenue from each service line)

divided by Total Income.

8.  Safety measures is measured as no. of accidents as per prescribed government norms.
9.  Quality metrics (Customer Parts Per Million) is calculated as no of defective boards received / total no of boards shipped.

Explanation for the KPI metrics

KPI

Explanations

Total Income

Total Income includes the total revenue of the business after considering income from all
sources and helps our Company to assess the scale of the business.

Revenue from Operations

Revenue from Operations is used by the management to track the revenue profile of the
business and in turn helps assess the overall financial performance of our Company and size
of the business.

Material Margin

Material Margin provides information regarding the profits from manufacturing of products
and sale of services by our Company.

Material Margin (%)

Material Margin is an indicator of the profitability on sale of products manufactured and
services sold by our Company.

EBITDA

EBITDA provides information regarding the operational efficiency of the business.

EBITDA Margin

EBITDA Margin is an indicator of the operational profitability and financial performance of
the business.

PAT PAT refers to profit after tax and provides information regarding the overall profitability of
the business.
PAT Margin PAT Margin is an indicator of the overall profitability and financial performance of the

business.

Capital Expenditure

Capital Expenditure indicates the amount of investment in fixed assets during the year.

Return on Net Worth

Return on net worth provides how efficiently our Company generates profits from
shareholders’ funds.

Return on Capital Employed

Return on Capital Employed provides how efficiently our Company generates earnings from
the capital employed in the business.

Asset Turnover Ratio

Asset Turnover Ratio assesses the efficiency at which our Company is able to deploy its
assets to generate the Revenue from Operations.

Number of Employees —
Permanent and Contract

This indicator enables our Company to track the progress of manpower resources and
personnel employed on permanent and contractual basis by the Company.

Number of Customers - 1) in
total, 2) split by geography
3) split by end use industry
4) for box build services

This indicator helps our Company to track the progress of our customer base across different
geographies, end use industries and service lines respectively.

Average length of
Relationship with top 80%
revenue generating
customers

This indicator helps our Company in keeping track of the depth of relationship and the time
period of association with key customers generating the mentioned threshold of our revenue.

Weighted Average Capacity
Utilization

This indicator enables our Company in tracking the degree of utilization of the overall
installed capacity which helps in taking operational and capex related decisions.

Number of accidents as per

This indicator is used a measure of safety in our workplace and manufacturing facilities.

prescribed government

norms

Customer Parts Per Million | This indicator is used as a measure of quality of our products and indicates the number of
(PPM) parts which are defective out of a million.

Revenue by top 5 and 10
customers

This indicator is used to track the progress of our customer concentration and identify top
customers in terms of revenue contribution meeting the specified criteria.

Revenue split 1) by
geography 2) by end use
industry 3) service line

This indicator enables our Company to track the progress of revenue from key geographies,
end use industries and service lines respectively.

Order book This indicator provides our Company with a measurement of the visibility and certainty of
future revenue.

Order book split by | This metric enables our Company to track the visibility and certainty of future revenue for

geography its two key focus geographies of India and the USA.

Net Working Capital This is a measure of company’s liquidity and short-term financial health.

Net Debt This is the absolute measure of the level of leverage in the company.
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Comparison of financial KPIs of our Company and our listed peers

While our listed peers (mentioned below), like us, operate in the same industry and may have similar offerings or end use applications, our business may be different in terms

of differing business models, different product verticals serviced or focus areas or different geographical presence.

Te(ﬁ]\fg& r;ies Dixor] Tec_hn_ologies Ambt_ar E_ntgrprises %E?r?oigi Kayngs Tt_ech_nology
Sr. No. Particulars Limited** (India) Limited** India Limited** Limited India Limited#
Fiscal 2022 Fiscal 2022 Fiscal 2022 Fiscal 2022 Fiscal 2022
1 Revenue from operations (in X million) 8,407.18 1,06,970.80 42,063.97 12,666.48 7,062.49
2 Total income (in % million) 8,516.50 1,07,008.90 42,396.30 12,843.68 7,103.54
3 Material margin (in % million) 2,865.85 9,178.4 6,767.31 3,745.52 2,168.19
3 g";;f;it?c'm;"argi“ (% of Revenue from 34.09% 8.58% 16.09% 2057% 30.70%
4 EBITDA (in X million) 975.49 3,790.50 2,753.83 1,259.80 936.71
5 EBITDA margin 11.60% 3.54% 6.55% 9.95% 13.26%
6 PAT (in X million) 681.64 1,903.30 1,113.23 764.61 416.75
7 PAT margin 8.00% 1.78% 2.63% 5.95% 5.87%
Revenue by top 5 / top 10 customers (in
8 million)
Top 5 4,228.30 NA NA NA 2,629.57
Top 10 5,499.33 NA NA NA 3,603.07
Above as a % of Total income
Top 5 49.65% NA NA NA 37.23%
Top 10 64.57% NA NA NA 51.02%
Revenue by geography (in  million)
9 India* 3,219.95 NA NA NA NA
USA/Outside India 5,296.55 NA NA NA NA
Above as a % of Total income
India* 37.81% NA NA NA NA
USA 62.19% NA NA NA NA
10 Revenue by end use industry (in T million)
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Clean Energy 1,726.93 NA NA NA NA
Mobility 2,264.70 NA NA NA NA
Industrial 2,558.28 NA NA NA NA
Communication 611.40 NA NA NA NA
Medical 656.39 NA NA NA NA
Others 698.80 NA NA NA NA
Above as a % of Total income
Clean Energy 20.28% NA NA NA NA
Mobility 26.59% NA NA NA NA
Industrial 30.04% NA NA NA NA
Communication 7.18% NA NA NA NA
Medical 7.71% NA NA NA NA
Others 8.21% NA NA NA NA
Revenue by service line (Design, PCB
Assembly, Box Build etc.) (in % million)
Design 184.68 NA NA NA NA
1 PCB 2,961.71 NA NA NA NA
Box build 3,739.86 NA NA NA NA
Cables 846.36 NA NA NA NA
Metal 351.56 NA NA NA NA
Magnetics 265.65 NA NA NA NA
Plastics 57.36 NA NA NA NA
Above as a % of Revenue from Operations
Design 2.20% NA NA NA NA
PCB 35.23% NA NA NA NA
Box build 44.48% NA NA NA NA
Cables 10.07% NA NA NA NA
Metal 4.18% NA NA NA NA
Magnetics 3.16% NA NA NA NA
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Plastics 0.68% NA NA NA NA
12 Capital expenditure incurred (in % million) 159.42 4,206.40 4,136.71 880.06 422.44
13 Return on capital employed 27.41% 25.49% 9.77% 19.89% 27.97%
14 Return on net worth 85.86% 21.93% 6.54% 13.04% 24.29%
15 Asset turnover ratio (in times) 9.40 1411 3.90 5.41 11.04

Order book (in % million) 8,578.69 NA NA NA NA
16 India 4,875.38 NA NA NA NA

USA 3,703.31 NA NA NA NA
17 Net working capital (in % million) 2,777.38 5,833.70 10,459.09 3,708.63 2,676.89
18 Net debt (in X million) 2,839.14 1,406.30 3,494.71 1,210.33 1,479.52

“India includes (i) customers whose revenue is less than US$200,000 and (ii) Other income.
™ Financial information for our Company is derived from the Restated Consolidated Financial Information as at and for the financial year ended March 31, 2022.
“All the financial information for Dixon Technologies (India) Limited and Amber Enterprises India Limited is sourced from the annual audited financial results of the company for the year ended March 31, 2022.
$All the financial information for Syrma SGS Technology Limited is based on their proforma condensed combined financial statements from their red herring prospectus.
#All the financial information for Kaynes Technology India Limited is based on their restated consolidated financial statements from their red herring prospectus.

NA - Data of Financial KPI’s of the Company'’s listed peers is either not available in the public domain or the basis and manner of calculation of the figures mentioned is not ascertainable and therefore, may not be an
accurate comparison with the Company’s information not available in a comparable manner, and hence not mentioned.
Certified by Mohan & Venkataraman, Chartered Accountants, by their certificate dated April 7, 2023. This certificate has been designated as a material document for inspection in connection with the Offer. See
“Material Contracts and Documents for Inspection” on page 570.

Comparison of operational KPIs of our Company and our listed peers

Avalon Technologies Dixon Technologies Amber Enterprises Syrma SGS Kaynes Technology
Sr. Particulars Limited ** (India) Limited** India Limited** Technology Limited ** India Limited#
No. Fiscal 2022 Fiscal 2022 Fiscal 2022 Fiscal 2022 Fiscal 2022
1 Number of permanent employees 1,594
NA NA NA NA
Number of contract staff 263
2 Number of customers 81 NA NA NA 409
3 Number of customers by geography
India* 33 NA NA NA 349
USA/International* 48 NA NA NA 60
4 Number of customers by end use
industry
Clean Energy 11 NA NA NA NA
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Mobility 14 NA NA NA NA

Industrial 38 NA NA NA NA
Communication 8 NA NA NA NA
Medical & others (design, defence etc.) 5 NA NA NA NA
Average length of relationship with top

5 80% revenue generating customers (in 7.95 NA NA NA NA

number of years)
Number of customers for box build

6 . 21 NA NA NA NA
service

7 Weighted Average Capacity Utilization 62.64% NA NA NA NA
for the Group

8 Safety
Measured in accidents as per prescribed 0 NA NA NA NA

government norms.
g | Quality metrics

- Customer Parts Per Million (PPM) 27 NA NA NA NA

#India includes (i) customers whose revenue is less than US$200,000 and (ii) Other income.

" Financial information for our Company is derived from the Restated Consolidated Financial Information as at and for the financial year ended March 31, 2022.

**All the financial information for Dixon Technologies (India) Limited and Amber Enterprises India Limited is sourced from the annual audited financial results of the company for the year ended March 31, 2022.
$All the financial information for Syrma SGS Technology Limited is based on their proforma condensed combined financial statements from their red herring prospectus.

#All the financial information for Kaynes Technology India Limited is based on their restated consolidated financial statements from their red herring prospectus.

NA - Data of Operational KPI’s of the Company’s listed peers is either not available in the public domain or the basis and manner of calculation of the figures mentioned is not ascertainable and therefore, may not be
an accurate comparison with the Company’s information not available in a comparable manner, and hence not mentioned.

Certified by Mohan & Venkataraman, Chartered Accountants, by their certificate dated April 7, 2023. This certificate has been designated as a material document for inspection in connection with the Offer. See
“Material Contracts and Documents for Inspection” on page 570.
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Weighted average cost of acquisition

a) The price per share of our Company based on the primary/ new issue of shares (equity / convertible
securities)

There has been no issuance of Equity Shares or convertible securities, excluding the shares issued under
the ESOP Scheme and issuance of bonus shares, during the 18 months preceding the date of this Prospectus,
where such issuance is equal to or more than 5% of the fully diluted paid-up share capital of the Company
(calculated based on the pre-Offer capital before such transaction(s) and excluding employee stock options
granted but not vested), in a single transaction or multiple transactions combined together over a span of
30 days.

b) The price per share of our Company based on the secondary sale / acquisition of shares (equity /
convertible securities)

There have been no secondary sale / acquisitions of Equity Shares or any convertible securities, where the
Promoters, members of the Promoter Group, Selling Shareholders, or Shareholder(s) having the right to
nominate director(s) on the board of directors of the Company are a party to the transaction (excluding
gifts), during the 18 months preceding the date of this Prospectus, where either acquisition or sale is equal
to or more than 5% of the fully diluted paid up share capital of the Company (calculated based on the pre-
Offer capital before such transaction(s) and excluding employee stock options granted but not vested), in
a single transaction or multiple transactions combined together over a span of rolling 30 days.

c) Price per share based on the last five primary or secondary transactions

Since there are no such transactions to report to under (a) and (b), therefore, information based on last 5
primary or secondary transactions (secondary transactions where Promoters / Promoter Group entities or
Selling Shareholders or Shareholder(s) having the right to nominate director(s) on the Board of our
Company, are a party to the transaction), not older than three years prior to the date of this Prospectus
irrespective of the size of transactions, is as below:

Primary transactions:

Except as disclosed below, there have been no primary transactions in the last three years preceding the date of
this Prospectus:

Date of Number of Face value Issue price Nature of Nature of Total
allotment equity shares | per equity per equity allotment consideration | consideration
allotted share ) share (%) (in ¥ million)
March 26, 2,334,500 2 31.14" Rights issue Cash 72.70
2021
June 27, 2022 47,900,100 2 NA Bonus issue NA NA
October 20, 798,339 2 375.78 Private Cash 300.00
2022 placement
February 14, 97,796 2 357.89™ | Conversion of NA NA
2023 Preference
Shares

February 20, 1,173,543 2 426.06 Private Cash 500.00
2023 placement
Total™ 52,206,482 872.70
Weighted 16.72 per equity share
average cost
of acquisition

Certified by Mohan & Venkataraman, Chartered Accountants, by their certificate dated April 7, 2023. This certificate has been designated as
a material document for inspection in connection with the Offer. See “Material Contracts and Documents for Inspection” on page 570.

“The equity shares transacted during this period were with a face value of Z100 per share before sub-division of shares. Accordingly, the issue
price per equity share has been adjusted for the split in the face value of the equity shares and bonus issue of Equity Shares in the ratio 6:1
authorised by a resolution of our Board dated June 24, 2022 and a resolution of our Shareholders dated June 27, 2022.

"No consideration was received by our Company at the time of conversion. The amount of consideration for the Equity Shares disclosed in
the table above reflects the amount paid by the allottees at the time of subscription to the Preference Shares and accordingly, has not been
considered for calculation.
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Secondary transactions:

Disclosed below are the last five secondary transactions by the Promoters, members of the Promoter Group,
Selling Shareholders, or Shareholder(s) having the right to nominate director(s) in the Board of Directors of our
Company are a party to the transaction, in the last three years preceding the date of this Prospectus:

Date of Name of Name of Number Face | Price | Nature of Nature of Total
transfe transferor transferee of equity | value per | transactio | consideratio @ consideratio
r shares per equit n n n (in X
transferre | equit y million)
d y share
share (€3]
®
October | T P 375.7 Private Cash 300.00
5822 (Ijmblchamma UNIFI 266,113 8 | placement
Bhaskar F'F"”‘”C'a' 2
Srinivasan PF'V?te 266,113
Sareday Limited
Seshu Kumar 266,113
Februar Bhaskar 426.0 Private Cash 500.00
y 23, Srinivasan 234,708 6 | placement
2023
Februar Sareday 234,708
y 22, Seshu Kumar
2023 India Acorn
Februar A Fund Limited 234,708
nand
y 23, Kumar 2
2023
Februar | Luguman 234,708
y 23, | Veedu
2023 Ediyanam
Februar Ashoka India 234,708
y 22, | Kunhamed Equity
2023 Bicha Investment
Trust Plc
March Kunhamed T P NA Gift NA NA
1, 2023 . Imbichamma | 3,981,993" 2
Bicha d
March BBS Family | 2,273,710 NA Gift NA NA
1, 2023 Trust
Bhaskar KBS Family | 2,273,710 2 Gift
Srinivasan Trust
Dolphin 1,000 Gift
Family Trust
March KL Bicha | 3,978,993 NA Gift NA NA
2,2023 Family
Private Trust
Rehaan 1,000 Gift
Family
|T bich P Private Trust 2
dm 1ehamma. = s meer 1,000 Gift
Family
Private Trust
Zayed 1,000 Gift
Family
Private Trust
Total 14,484,285 800.00
Weighted average cost of acquisition 55.23

Certified by Mohan & Venkataraman, Chartered Accountants, by their certificate dated April 7, 2023. This certificate has been designated as
a material document for inspection in connection with the Offer. See “Material Contracts and Documents for Inspection” on page 570.
“Pursuant to a gift declaration dated March 1, 2023, Kunhamed Bicha has transferred 3,981,993 Equity Shares to T P Imbichammad.
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Weighted average cost of acquisition, floor price and cap price

Past transactions Weighted Floor Priceis | Cap Price is
average cost of %415 436
acquisition per
Equity Share
(in%)
Weighted average cost of acquisition for last 18 months for Nil Nil Nil

primary / new issue of shares (equity/convertible securities),
excluding shares issued under an employee stock option
plan/employee stock option scheme and issuance of bonus shares,
during the 18 months preceding the date of filing of this
Prospectus, where such issuance is equal to or more than 5 per
cent of the fully diluted paid-up share capital of our Company
(calculated based on the pre-issue capital before such transaction/s
and excluding employee stock options granted but not vested), in
a single transaction or multiple transactions combined together
over a span of rolling 30 days

Weighted average cost of acquisition for last 18 months for Nil Nil Nil
secondary sale / acquisition of shares (equity/convertible
securities), where Promoter / Promoter Group entities or Selling
Shareholders or Shareholder(s) having the right to nominate
director(s) in our Board are a party to the transaction (excluding
gifts), during the 18 months preceding the date of filing of this
Prospectus, where either acquisition or sale is equal to or more
than 5 per cent of the fully diluted paid-up share capital of our
Company (calculated based on the pre-issue capital before such
transaction/s and excluding employee stock options granted but
not vested), in a single transaction or multiple transactions
combined together over a span of rolling 30 days

Since there were no primary or secondary transactions of equity shares of the Company during the 18 months preceding
the date of filing of this Prospectus, the information has been disclosed for price per share of the Company based on the
last five primary or secondary transactions where Promoter /Promoter Group entities or Selling Shareholders or
Shareholder(s) having the right to nominate director(s) on our Board, are a party to the transaction, not older than three
years prior to the date of filing of this Prospectus irrespective of the size of the transaction

- Based on primary transactions %16.72 per 24.82 times 26.08 times
equity share

- Based on secondary transactions %55.23 per 7.51 times 7.89 times
equity share

Detailed explanation for Cap Price being 26.08 times of weighted average cost of acquisition of primary
issuance price and 7.89 times of weighted average cost of acquisition of secondary transactions price of
Equity Shares (as set out above) along with our Company’s key financial and operational metrics and
financial ratios for eight months ended November 30, 2022 and November 30, 2021 and Fiscals 2022, 2021
and 2020 and in view of the external factors which may have influenced the pricing of the issue, if any.

1. We are one of the leading fully integrated Electronic Manufacturing Services companies with end-to-end
operations in delivering box build solutions in India in terms of revenue in Fiscal 2022 (Source: F&S Report),
with a focus on high value precision engineered products.

2. We have a unique global delivery model, comprising design and manufacturing capabilities across both India
and the United States (Source: F&S Report).

3. We are the only Indian EMS company with full-fledged manufacturing facilities in the United States, which
gives us a unique competitive advantage in the North American markets (Source: F&S Report). We have 12
manufacturing units located across the United States and India.

4. We are one of the few EMS companies in India, that offer one-stop services from PCB design and analysis
to NPD and subsequent volume production (Source: F&S Report). We have a significant level of vertical
integration in the EMS industry (Source: F&S Report), that includes PCB assembly, cable assembly and
wire harnesses, sheet metal fabrications and machining, injection molded plastics, magnetics and end-to-end
box build. Each of our diversified capabilities stands alone on its own merit, providing customers with a
number of options while also enabling our growth in each of these areas.

5. We are one of the leaders in the high mix, flexible volume product manufacturing segment and are present
across multiple industry verticals with a focus on complex integrated solutions with significant engineering
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content, leading to profitability (in terms of gross margins/EBITDA margins) (Source: F&S Report). In
Fiscals 2020, 2021 and 2022, our EBITDA Margin was 10.05%, 9.58% and 11.60%, respectively, and our
PAT Margin was 1.89%, 3.32% and 8.00%, respectively.

6. We are well diversified and are present in virtually every major industry vertical. The end-use industries we
cater to include a mix of established and long product lifecycle industries, such as industrial, mobility and
medical devices and high growth “sunrise” industries, such as solar, electric vehicles and hydrogen in the
clean energy sector and digital infrastructure in the communications sector. In Fiscal 2022, clean energy
accounted for 20.28% of our sales.

7. Our experience in offering EMS services across product and industry verticals for customers globally for
several years serves as an entry barrier in the industry for any new entrants (Source: F&S Report).

8. Our wide customer base across various sectors reduces our dependence on any one end-use industry and
provides a natural hedge against market instability in a particular end-use industry. Our business is also
diversified in terms of customer revenue contribution. In Fiscal 2022, the top five customers accounted for
49.65% of our revenue while the top ten customers accounted for 64.57% of our revenue.

9. As of March 31, 2022, we had an average relationship of more than seven years, with customers who
accounted for 80% of our revenue in Fiscal 2022. In addition to maintaining our relationships with existing
customers, we have increased our key customer base over time from 54 customers in Fiscal 2020 to 62
customers in Fiscal 2021, to 81 customers in Fiscal 2022, increasing our order book (open order) from
%5,046.72 million as of Fiscal 2020, to 36,345.79 million as of Fiscal 2021, to %8,578.69 million as of Fiscal
2022.

10. Our total income has increased at a CAGR of 14.19% between Fiscal 2020 and Fiscal 2022, from %6,531.48
million in Fiscal 2020 to 36,958.97 million in Fiscal 2021 and %8,516.50 million in Fiscal 2022 and our
Profit after Tax has increased at a CAGR of 135.17% between Fiscal 2020 and Fiscal 2022 from %123.26
million in Fiscal 2020 to 230.82 million in Fiscal 2021 and 2681.64 million in Fiscal 2022.

The Offer price is 218 times of the face value of the Equity Shares

The Offer Price of ¥436 has been determined by our Company and the Promoter Selling Shareholders in
consultation with the BRLMSs, on the basis of market demand from investors for Equity Shares through the Book
Building Process.

Investors should read the abovementioned information along with “Risk Factors”, “Our Business”,

“Management’s Discussion and Analysis of Financial Condition and Results of Operations” and “Financial
Statements” on pages 41, 221, 444 and 311, respectively, to have a more informed view.
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STATEMENT OF SPECIAL TAX BENEFITS
Statement of Possible Special Tax Benefits

Date: March 1, 2023

To,

The Board of Directors
Avalon Technologies Limited
B-7 First Main Road,
MEPZ-SEZ, Tambaram
Chennai- 600 045,

Tamil Nadu, India.

Re: Proposed initial public offering of equity shares of ¥ 2 each (the “Equity Shares”) of Avalon
Technologies Limited (the “Company” and such offer, the “Offer”)

Dear Sir/ Madam

We, Varma & Varma, Chartered Accountants, (Firm Registration Number: 004532S), Statutory Auditor of the
Company, report that the enclosed statement in the Annexure, states the possible special tax benefits, available
to the Company, its shareholders and to its material subsidiaries namely Avalon Technology and Services (P)
Limited, India and ABV Electronics Incorporated , USA (“Material Subsidiaries”) , under the direct and indirect
tax laws presently in force in India and under the tax laws of the country of residence in respect of the Material
Subsidiary incorporated outside India, as on the date of this certificate. Several of these benefits are dependent on
the Company its shareholders and its Material Subsidiaries, fulfilling the conditions prescribed under the relevant
provisions of the statute. Hence, the ability of the Company or its shareholders or its Material Subsidiaries to
derive the special tax benefits is dependent upon their fulfilling such conditions, which based on business
imperatives the Company or its shareholders or its Material Subsidiaries face in the future, the Company and its
shareholders or its Material Subsidiaries may or may not choose to fulfill.

We confirm that Avalon Technology and Services (P) Limited, India and ABV Electronics Incorporated, USA
are material subsidiaries, of the Company, in terms of the Regulation 16, Regulation 24 of the Securities and
Exchange Board of India (Listing Obligations and Disclosure Requirements) Regulations, 2015, as amended and
in terms of the ‘Policy on Material Subsidiary Companies’ of the Company.

With respect to the possible special tax benefits mentioned in the Annexure to this Statement in the case of the
Material Subsidiary in United States of America, we have placed reliance on the confirmation of special tax
benefits provided by M/s Forrestall CPAs, LLC (“the Other Auditor”) vide their Statement on Special Tax Benefits
dated 24" February, 2023 and our work relating to statement of possible special tax benefits available to the
Material Subsidiary is solely based on the statement issued by the Other Auditor.

The benefits discussed in the enclosed Annexure are not exhaustive and the preparation of the contents stated is
the responsibility of the Company’s management. This statement is only intended to provide general information
to the investors and is neither designed nor intended to be a substitute for professional tax advice. In view of the
individual nature of the tax consequences and the changing tax laws, each investor is advised to consult his or her
own tax consultant with respect to the specific tax implications arising out of their participation in the Offer. We
are neither suggesting nor advising the investor to invest in the Offer based on this statement.

Our views are based on the existing provisions of tax law and its interpretations, which are subject to change or
modification by subsequent legislative, regulatory, administrative, or judicial decisions. Any such changes, which
could also be retroactive, could have an effect on the validity of our views stated herein. We assume no obligation
to update this statement on any events subsequent to its issue which may have a material effect on the discussions
herein.

We do not express any opinion or provide any assurance as to whether:
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(i the Company and its shareholders and its Material Subsidiaries will continue to obtain these benefits in
future; or

(i) the conditions prescribed for availing the benefits have been/would be met with.

(iii) The revenue authorities/ courts will concur with the views expressed herein.

The contents of the enclosed statement are based on information, explanations and representations obtained from
the Company and on the basis of our understanding of the business activities and operations of the Company.

We also consent to the references to us as “Experts” as defined under Section 2(38) of the Companies Act, 2013,
read with Section 26(5) of the Companies Act, 2013 to the extent of the certification provided hereunder and
included in the red herring prospectus of the Company or in any other documents in connection with the Offer.

We confirm that the information in this certificate is true, fair and correct, and is in accordance with the
requirements of the Companies Act, 2013, the Securities and Exchange Board of India (Issue of Capital and
Disclosure Requirements) Regulations, 2018 and other applicable law, and there is no untrue statement or
omission which would render the contents of this certificate misleading in its form or context.

This certificate is for information and for inclusion (in part or full) in the Offer Documents or any other Offer-
related material, and may be relied upon by the Company, the Book Running Lead Managers and the legal advisors
appointed by the Company and the Book Running Lead Managers in relation to the Offer. We hereby consent to
the submission of this certificate as may be necessary to SEBI, the Registrar of Companies, Tamil Nadu at Chennai
(“RoC”), the relevant stock exchanges, any other regulatory authority and/or for the records to be maintained by
the Book Running Lead Managers and in accordance with applicable law. We hereby consent to this certificate
being disclosed by the Book Running Lead Managers, if required (i) by reason of any law, regulation or order of
a court or by any governmental or competent regulatory authority, or (ii) in seeking to establish a defence in
connection with, or to avoid, any actual, potential or threatened legal, arbitral or regulatory proceeding or
investigation.

We confirm that we will immediately communicate any changes in writing in the above information to the Book
Running Lead Managers until the date when the Equity Shares commence trading on the relevant stock exchanges.
In the absence of any such communication from us, the Book Running Lead Managers and the legal advisors,
each to the Company and the Book Running Lead Managers, can assume that there is no change to the above
information until the Equity Shares commence trading on the relevant stock exchanges pursuant to the Offer. All
capitalized terms used herein and not specifically defined shall have the same meaning as ascribed to them in the
Offer Documents.

Yours faithfully,
For and on behalf of Varma & Varma, Chartered Accountants

P.R.Prasanna Varma

Partner

Membership No.: 025854

Firm Registration No: 004532S
UDIN: 23025854BGRHWF9371
Date: March 1, 2023

Encl: As above
Cc:
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ANNEXURE
LIST OF MATERIAL SUBSIDIARIES CONSIDERED AS PART OF THE STATEMENT

1. Avalon Technology and Services Private Limited (‘Material Subsidiary”’)
2. ABV Electronics, Inc. (Sienna Corporation) (‘Material Subsidiary’)

Note 1: Material subsidiaries identified in accordance with the Securities and Exchange Board of India (Listing
Obligations and Disclosure Requirements) Regulations, 2015, includes a subsidiary whose income or net worth
in the immediately preceding year (i.e., March 31, 2022) exceeds 10% of the consolidated income or consolidated
net worth respectively, of the holding company and its subsidiaries in the immediate preceding year.

ANNEXURE TO THE STATEMENT OF POSSIBLE SPECIAL TAX BENEFITS AVAILABLE TO THE
COMPANY, ITS SHAREHOLDERS AND ITS MATERIAL SUBSIDIARIES UNDER THE
APPLICABLE DIRECT TAX LAWS

We have outlined hereunder certain possible special tax benefits which may be available to Avalon Technologies
Limited (the “Company”) and its shareholders and its material subsidiaries under the Income-tax Act, 1961 (read
with Income Tax Rules, Circulars, Notifications) as amended by the Finance Act, 2022 (hereafter referred to as
“Indian Income Tax Regulations™):

. Possible Special tax benefits available to the company under the applicable Direct Tax Laws in
India

1. Lower Corporate tax rate under Section 115BAA of the Act

As per section 115BAA of the Act inserted by the Taxation Laws (Amendment) Act, 2019 (“the
Amendment Act,2019) w.e.f. April 1, 2020 i.e., A.Y.2020-21 an option is granted to the domestic
companies to compute corporate tax at a reduced rate of 22%, provided the taxpayer does not avail
specified exemptions/incentives and complies with other conditions specified in section 115BAA of the
Act. Further, the taxpayer availing such option will not be required to pay Minimum Alternate
Tax(“MAT?”) on its book profits under section 115JB.

However, such company will not be eligible to avail specified exemptions/incentives under the Act and
will also need to comply with the other conditions specified in section 115BAA of the Act. Also, if a
company opts for section 115BAA of the Act, the tax credit (under section 115JAA of the Act), if any,
which it is entitled to on account of MAT paid in earlier years, will no longer be available. Further, it shall
not be allowed to claim set-off of any brought forward loss arising to it on account of additional
depreciation and other specified incentives.

The management intends to opt for section 115BAA of the Act from Assessment Year 2023-24(F.Y.2022-
23) onwards.

2. Deduction in respect of inter-corporate dividends — Section 80M of the Act

Up to 31st March 2020, any dividend paid to a shareholder by a company was liable to Dividend
Distribution Tax (“DDT”), and the recipient shareholder was exempt from tax. Pursuant to the amendment
made by the Finance Act, 2020, DDT stands abolished and dividend received by a shareholder on or after
1st April 2020 is liable to tax in the hands of the shareholder, other than dividend on which tax under
section 115-O has been paid. The company is required to deduct Tax at Source (“TDS”) at applicable rate
specified under the Act read with applicable Double Taxation Avoidance Agreement (if any).

With respect to a shareholder, which is a domestic company as defined in section 2(22A) of the Income
Tax Act, 1961, a new section 80M has been inserted in the Act to remove the cascading effect of taxes on
inter-corporate dividends during FY 2020-21 and thereafter. The section inter-alia provides that where the
gross total income of a domestic company in any previous year includes any income by way of dividends
from any other domestic company or a foreign company or a business trust, there shall, in accordance with
and subject to the provisions of this section, be allowed in computing the total income of such domestic
company, a deduction of an amount equal to so much of the amount of income by way of dividends
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received from such other domestic company or foreign company or business trust as does not exceed the
amount of dividend distributed by it on or before the due date. The “due date” means the date one month
prior to the date for furnishing the return of income under sub-section (1) of section 139 of the Act.

Deduction under section 80JJAA of the Act

As per the provisions of Section 80JJAA of the Act, where the gross total income of an assessee to whom
provisions of section 44AB applies, includes any profit and gains derived from business, then such assessee
shall be entitled to claim a deduction of an amount equal to thirty percent of additional employee cost
incurred in the course of such business in the previous year, for three assessment years including the
assessment year relevant to the previous year in which such employment is provided. The eligibility to
claim the deduction is subject to fulfilment of prescribed conditions specified in sub-section (2) of section
80JJAA of the Act.

Possible Special tax benefits available to Avalon Technology and Services Private Limited, one of
the Material Subsidiaries, under the applicable Direct Tax Laws in India

Deduction under section 10AA of the Income-tax Act, 1961 (‘the Act’) is available after fulfilling
conditions as per the respective provisions of the relevant tax laws.

Section 10AA of the Act provides that an assessee being a manufacturer or provider of services from a
Special Economic Zone (‘SEZ’), during the previous year commencing on or after the Ist day of April
2006, in computing his total income can claim a deduction of hundred per cent of profits and gains derived
from the export, of such articles or things or from services for a period of five consecutive assessment
years beginning with the assessment year relevant to the previous year in which the Unit begins to
manufacture or produce such articles or things or provide services, as the case may be, and fifty per cent
of such profits and gains for further five assessment years and thereafter. Further, the assessee can avail
fifty percent of the profits as deduction for the next five consecutive assessment years provided the
deduction is credited to a reserve account and utilized for the purposes specified therein. The deduction is
available in respect of profits of the business, in the proportion in which the export turnover bears to the
total turnover of the business carried out by the Company. In order to avail a tax holiday under section
10AA of the Act, inter alia, the following conditions must be fulfilled:

¢ An undertaking must have been set up in a SEZ, which begins to manufacture or produce articles or
provide services on or after 01 April 2006;

e The undertaking should not be formed by the transfer to a new business of machinery or plant
previously used for any purpose. This condition is relaxed where the used plant and machinery does
not constitute more than 20 per cent of the total value of the machinery or plant used in the new
business (‘the 80:20 test’); and

e The undertaking should not be formed by splitting up or reconstruction, of an existing business
(“splitting up and reconstruction test’).

e The Company, being an entrepreneur as referred in clause (j) of section 2 of the Special Economic
Zones Act, 2005 has set-up 2 units in the Special Economic Zone (‘SEZ”). Details are tabulated

below:
SEZ unit Approval reference Date of Year of 10AA
number Approval Claim (as of March
of the unit 31, 2022)*
Unit-I 8/132/2009/SEZ 13-01-2009 10t
Unit-I1 8/175/2013/SEZ 31-01-2014 gh

“from the year of commencement of production

The company cannot avail this benefit if it chooses to opt for lower corporate tax rate u/s.115BAA
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As per provisions of Section 32(1)(iia) of the Act, a company engaged in a specified business can avail
additional depreciation equal to 20% of the actual cost of eligible new plant and machinery acquired and
installed by it. The Subsidiary being engaged in a specified business claims additional depreciation on
eligible assets. The company cannot avail this benefit if it chooses to opt for lower corporate tax rate
u/s.115BAA.

Deduction in respect of inter-corporate dividends — Section 80M of the Act

Up to 31st March 2020, any dividend paid to a shareholder by a company was liable to Dividend
Distribution Tax (“DDT”), and the recipient shareholder was exempt from tax. Pursuant to the amendment
made by the Finance Act, 2020, DDT stands abolished and dividend received by a shareholder on or after
1st April 2020 is liable to tax in the hands of the shareholder, other than dividend on which tax under
section 115-O has been paid. The company is required to deduct Tax at Source (“TDS”) at applicable rate
specified under the Act read with applicable Double Taxation Avoidance Agreement (if any).

With respect to a shareholder, which is a domestic company as defined in section 2(22A) of the Income
Tax Act, 1961, a new section 80M has been inserted in the Act to remove the cascading effect of taxes on
inter-corporate dividends during FY 2020-21 and thereafter. The section inter-alia provides that where the
gross total income of a domestic company in any previous year includes any income by way of dividends
from any other domestic company or a foreign company or a business trust, there shall, in accordance with
and subject to the provisions of this section, be allowed in computing the total income of such domestic
company, a deduction of an amount equal to so much of the amount of income by way of dividends
received from such other domestic company or foreign company or business trust as does not exceed the
amount of dividend distributed by it on or before the due date. The “due date” means the date one month
prior to the date for furnishing the return of income under sub-section (1) of section 139 of the Act.

Deduction under section 80JJAA of the Act

As per the provisions of Section 80JJAA of the Act, where the gross total income of an assessee to whom
provisions of section 44AB applies, includes any profit and gains derived from business, then such assessee
shall be entitled to claim a deduction of an amount equal to thirty percent of additional employee cost
incurred in the course of such business in the previous year, for three assessment years including the
assessment year relevant to the previous year in which such employment is provided. The eligibility to
claim the deduction is subject to fulfilment of prescribed conditions specified in sub-section (2) of section
80JJAA of the Act.

Possible Special tax benefits available to ABV Electronics, Inc.(Sienna Corporation), one of the
Material Subsidiaries, under the Applicable Laws in the United States of America

Utilization of net loss carry forward to reduce future taxable income under Section 172 of the
Internal Revenue Code

Section 172 of the Internal Revenue Code allows a deduction for the taxable year an amount equal to the
aggregate of the net operating loss carryovers to such year up to the taxable income computed without
regard to the deductions this section and sections 199A and 250.

The Company’s net operating losses can be carried forward for a period of 20 years from the net operating
loss was incurred. The Company’s net operating losses are set to begin expiring in 2034 if they are not
utilized before that time.

Special direct tax benefits available to the Shareholders of the Company under the applicable
Direct Tax Laws in India

(1) Dividend income is taxable for the shareholders in their hands as per the applicable tax rates. However,
in case of a domestic corporate shareholder, deduction under Section 80M of the Act would be available
subject to fulfilment of conditions mentioned in Section 80M of the Act (as mentioned above). Further, in
case of shareholders who are Individuals, Hindu Undivided Family, Association of Persons and Body of
Individuals (whether incorporated or not) and every Artificial Juridical Person, surcharge would be
restricted to 15%, irrespective of the amount of dividend received during the year. The shareholders would
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also be entitled to take credit of the Tax Deducted at Source by the Company against the taxes payable by
them.

(2) As per Section 112A of the Act, long-term capital gains arising from transfer of an equity share for
which securities transaction tax (“STT”) is paid at the time of acquisition and sale, shall be taxed at 10%
(without indexation) plus applicable surcharge and cess of such capital gains. This is subject to fulfilment
of prescribed additional conditions as per Notification No. 60/2018/F. N0.370142/9/2017-TPL dated 01
October 2018. It is worthwhile to note that tax shall be levied where such capital gains exceed INR
1,00,000/- in a year.

Further, the Finance Act 2022 has restricted surcharge to 15% in respect of long-term capital gain arising
from any capital asset.

(3) As per Section 111A of the Act, short-term capital gains arising from transfer of listed equity shares
shall be taxable at the rate of 15% (plus applicable surcharge and cess) subject to fulfilment of the
prescribed conditions under the Act.

(4) As per Section 90(2) of the Act, non-resident shareholders will be eligible to take the benefit of
beneficial provisions under the respective Double Taxation Avoidance Agreement (“DTAA”), If any
applicable to such non-residents. This is subject to fulfilment of conditions prescribed to avail treaty
benefits.

(5) Further, any income by way of capital gains payable to non-residents may be subject to withholding
tax in accordance with the provisions of the Act or under the relevant DTAA, whichever is beneficial to
such non-resident unless such non-resident has obtained a lower withholding tax certificate from the tax
authorities.

(6) The non-resident shareholders can also avail credit of withholding taxes or any taxes paid by them
directly to the Indian Revenue Authorities, subject to DTAA provisions and local laws of the country in
which such shareholder is resident.

(7) In cases where the gains arising on the transfer of shares of the company are included as business
income of a shareholder as ‘Profits and Gains of Business or Profession’ and Securities Transaction Tax
(“STT”) is paid on such transfer, the shareholders are entitled to a deduction of such STT from the business
income as per the provisions of Section 36(1)(xv) of the Act.

Notes:

1. These special direct tax benefits are dependent on the Company, its shareholders and its Material
Subsidiaries fulfilling the conditions prescribed under the relevant provisions of the Income Tax
regulations of the respective tax jurisdictions. Hence, the ability of the Company, its shareholders, and its
Material Subsidiaries to derive the tax benefits is dependent upon fulfilling such conditions, which based
on the business imperatives, the Company, its shareholders or its Material Subsidiaries may or may not
choose to fulfil.

2. The special direct tax benefits discussed in the Statement are not exhaustive and are only intended to
provide general information to the investors and hence, is neither designed nor intended to be a substitute
for professional tax advice. In view of the individual nature of the tax consequences and the changing tax
laws, each investor is advised to consult his or her own tax consultant with respect to the specific tax
implications arising out of their participation in the issue.

3. The Statement has been prepared on the basis that the shares of the Company are proposed to be listed
on a recognized stock exchange in India and the Company will be issuing equity shares.

4. The Statement is prepared on the basis of information available with the Management of the Company
and there is no assurance that:

i.  the Company, its shareholders and its material subsidiaries will continue to obtain these benefits

in future;
ii.  the conditions prescribed for availing the benefits have been/ would be met with; and
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iii. the revenue authorities/courts will concur with the view expressed herein.

5. This Annexure covers only certain relevant direct tax law benefits and does not cover any indirect tax
law benefits or benefits under any other law.

6. In respect of non-resident shareholders, the tax rates and consequent taxation will be further subject to

any benefits available under the relevant Double Tax Avoidance Agreement(s), if any, between India and
the country in which the non-resident has fiscal domicile.

For Avalon Technologies Limited

R M Subramanian
Chief Financial Officer

Place: Chennai
Date: March 1, 2023
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STATEMENT OF POSSIBLE SPECIAL INDIRECT TAX BENEFITS AVAILABLE TO THE
COMPANY, ITS SHAREHOLDERS AND ITS MATERIAL SUBSIDIARIES OF THE COMPANY
UNDER THE APPLICABLE INDIRECT TAX LAWS

Outlined below are the Possible Special Indirect Tax benefits available to Avalon Technologies Limited (the
“Company”), its Shareholders and its material subsidiaries under the applicable Indirect tax laws.

I. Possible Special tax benefits available to the company under the applicable Indirect Tax Laws in
India

1.

Benefits under GST Law:

The company has export of goods or services which are not taxable under GST being Zero rated
supplies under IGST Act,2017.

The company for their SEZ units is currently availing and also would be availing zero rating benefit on
their procurements from Domestic Tariff Area (‘DTA’) for the purpose of authorized operations i.e.,
good or services are procured without payment of GST.

Benefits under Customs Law:
The company for their SEZ units, is currently availing and also would be availing benefits by way of

duty-free Import under the Customs Act, 1962 subject to fulfilment of prescribed criteria under the
Customs Law.

I1. Possible Special tax benefits available to Avalon Technology and Services Private Limited under the
applicable Indirect Tax Laws in India

Benefits under GST Law:

The company has export of goods or services which are not taxable under GST being Zero rated
supplies under IGST Act,2017.

The company for their SEZ units is currently availing and also would be availing zero rating benefit on
their procurements from Domestic Tariff Area (‘DTA”) for the purpose of authorized operations i.c.,
good or services are procured without payment of GST.

Benefits under Customs Law:
The company for their SEZ units, is currently availing and also would be availing benefits by way of

duty-free Import under the Customs Act, 1962 subject to fulfilment of prescribed criteria under the
Customs Law.

I11.Possible Special tax benefits available to ABV Electronics, Inc.(Sienna Corporation) under the
Applicable Laws in the United States of America

There are no special tax benefits available to ABV Electronics, Inc. (Sienna Corporation).

IVV.Special Tax Benefits available to the Shareholders of the Company under the applicable Indirect
Tax Laws in India

Notes:

There are no special tax benefits available to shareholders for investing in the shares of the Company.
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1. These special tax benefits are dependent on the Company, its shareholders and its Material Subsidiaries
fulfilling the conditions prescribed under the relevant provisions of the Indirect Tax Regulations. Hence,
the ability of the Company, its shareholders and its Material Subsidiaries to derive the tax benefits is
dependent upon fulfilling such conditions, which based on the business imperatives, the Company or its
Material Subsidiaries or its shareholders may or may not choose to fulfil.

2. The special tax benefits discussed in the Statement are not exhaustive and is only intended to provide
general information to the investors and hence, is neither designed nor intended to be a substitute for a
professional tax advice. In view of the individual nature of the tax consequences aid the changing tax
laws, each investor is advised to consult his or her own tax consultant with respect to the specific tax
implications.

3. The Statement has been prepared on the basis that the shares of the Company are proposed to be listed
on a recognized stock exchange in India and the Company will be issuing shares.

4. The Statement is prepared on the basis of information available with the Management of the Company
and there is no assurance that:
i The Company, its shareholders and its material subsidiaries will continue to obtain these benefits
in future;
ii.  The conditions prescribed for availing the benefits have been / would be met with; and

iii. The revenue authorities / courts will concur with the view expressed herein.

5. This Annexure covers only certain relevant indirect tax law benefits and does not cover any direct tax
law benefits or benefits under any other law.

6. The above views are basis the existing provisions of law and its interpretation, which are subject to
change from time to time.

For Avalon Technologies Limited

RM Subramanian
Chief Financial Officer

Place: Chennai
Date: March 1, 2023
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SECTION IV: ABOUT OUR COMPANY
INDUSTRY OVERVIEW

Unless otherwise indicated, industry and market data used in this section have been derived from the report titled
“Market Assessment for India EMS Industry” dated February 24, 2023 (the “F&S Report”), prepared exclusively
for the Offer and released by Frost & Sullivan, and commissioned and paid for by us for the purposes of
confirming our understanding of the industry, exclusively in connection with the Offer. Frost & Sullivan is an
independent agency which has no relationship with our Company, our Promoters or any of our Directors. The
data included herein includes excerpts from the F&S Report and may have been re-ordered by us for the purposes
of presentation. There are no parts, data or information (which may be relevant for the proposed Offer), that have
been left out or changed in any manner. Unless otherwise indicated, financial, operational, industry and other
related information derived from the F&S Report and included herein with respect to any particular year refers
to such information for the relevant calendar year. For more information, see “Risk Factors — This Prospectus
contains information from industry sources including the commissioned industry report from Frost & Sullivan.”
on page 72. Please also see “Certain Conventions, Presentation of Financial, Industry and Market Data and
Currency of Presentation — Industry and Market Data” on page 19. Industry sources and publications are also
prepared based on information as of specific dates and may no longer be current or reflect current trends. Industry
sources and publications may also base their information on estimates, projections, forecasts and assumptions
that may prove to be incorrect. Accordingly, investors must rely on their independent examination of, and should
not place undue reliance on, or base their investment decision solely on, this information. A copy of the F&S
Report is available on the website of our Company at https://www.avalontec.com/investors/ until the Bid/Offer
Closing Date.
Macroeconomic Overview

Global macroeconomic overview

After a year and a half of slowdown, most major economies registered strong growth in CY2021 and are now on
a path of stabilization and growth. Since the early months of CY2022, the global economy has been in a reasonably
strong position, and the major economies—the United States, China, and Europe—have all managed to regain
their pre-pandemic levels. Pent-up demand has resulted in a robust post-recession recovery.

While global economic conditions are improving and sentiment remains largely positive, concerns regarding
rising inflation remain widespread, as Russia invaded Ukraine at the start of CY2022 after relations between the
two countries became hostile following the revolution in 2014. The war has caused a slowdown in the US and
Europe, as well as an impact on the supply chain and other issues. Russia's war on Ukraine continues to have an
impact on the EU economy, leading to lower growth and higher inflation.

Global real GDP and nominal GDP

Chart 1.1 and 1.2: Global real and nominal GDP and real and nominal GDP growth (annual percentage
change), (value in USD trillion, growth in %, CY2016-CY2026E
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Global economic powerhouses such as the World Bank, the IMF and others have projected a stable growth outlook
for the global economy up to CY2026. Global GDP is expected to grow at a CAGR of 3.1% (real GDP) and 5.3%
(nominal GDP) by CY2026. The above two charts highlight growth in real GDP and nominal GDP.

Chart 1.3: Real GDP and real GDP growth (annual percentage change) in key economies (U.S., Europe,
China, India, Middle East, South East Asia), growth in %, CY2016-CY2026E

12.0%

100 CY2016 CY2017 CY2018 CY2019 CY2020 CY2021 CY2022 CY2023E CY2024E CY2025E CY2026E
—USA (%) 1.7% 2.3% 3.0% 22% -3.5% 6.2% 1.6% 1.0% 1.2% 1.8% 2.1%
——Europe (%) 1.8% 2.8% 22% 1.6% -5.6% 5.2% 1.9% 0.3% 1.9% 2.0% 1.9%
~—China (%) 6.9% 7.0% 6.7% 6.0% 2.3% 8.0% 32% 4.4% 4.5% 4.6% 4.6%
~——India (%) 8.3% 6.8% 6.6% 4.0% -1.3% 9.5% 6.8% 6.1% 6.8% 6.8% 6.5%
~—Middle East (%) 5.9% 0.8% 0.5% -0.1% -3.6% 4.0% 5.6% 32% 2.8% 2.8% 2.9%
——South East Asia (%) 5.1% 5.3% 5.1% 4.3% -4.2% 2.6% 5.0% 4.6% 5.1% 5.0% 4.9%
Note: E refers to Estimate Source: IMF, World Economic Outlook, October 2022; World Bank; Frost & Sullivan Analysis

The global economic situation that occurred due to the COVID-19 pandemic improved in CY2021, and recovered
strongly. In CY2021, the global economy grew by 5.9% (by real GDP) and 13.9% (by nominal GDP), owing
largely to the inherent strength of major economies such as the United States, China, Japan, Germany, United
Kingdom, and India. The world, which has just recovered from the pandemic, has now seen volatility from the
Russia-Ukraine war, which is causing some economic disruption worldwide. The on-going war, which began in
February 2022, is now having an impact on the global economy, with shortages of essential goods from Russia
and Ukraine and sharply rising commaodity prices being the most immediate economic consequences. The global
economic activity is experiencing a sharper-than-expected slowdown in the second half of CY2022, with inflation
levels higher than ever before. Cost-of-living, tightening financial conditions in most regions, and Russia’s
invasion of Ukraine, are all weighing heavily on the outlook. One of the most important effects of this war is seen
on commodity prices and expected to see further fluctuations in the global fuel prices. Global growth is forecast
to slowdown from 5.9% in CY2021 to 3.3% in CY2022 and is expected to reduce further to 2.7% in CY2023.
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In CY2021, real GDP in the U.S. witnessed a positive recovery of 6.2% after a slow period of growth. The Federal
Reserve’s role is largely to promote employment, stable prices, and stable interest rates. However, the economic
impact of Russia’s invasion of Ukraine contributed to a slowdown in U.S. activity in CY2022 and expected to
have grown at the rate of 1.6%. The European Union (EU) experienced a recovery of 5.2% in 2021. Companies
across Europe are embracing innovative business models and redesigning production to continue doing business.
However, disruptions caused by the ongoing war in Ukraine, surging energy prices, persistently high inflation,
and the looming risk of Russia cutting off gas supplies in the winter months have put the Eurozone economy under
an unprecedented level of stress. This persistent uncertainty has also shaped economic sentiment in the region,
which has resulted at a growth rate of 1.9% in CY22. China was the only large economy to register a positive
GDP growth, of 2.3%, in CY2020, and showed its resilience during the pandemic, and registered 8.0% GDP
growth in CY2021. In 2022, China’s strict "zero COVID" policy had a huge impact on the economy, especially
with the global supply chain. Following a widespread protest, the government announced partial unlocking by the
end of 2022, but China struggled with a coronavirus resurgence for a brief period. As a result, GDP growth in
CY22 was reduced to 3.2%. Though the situation is currently under control, China has a long way to reach its pre-
pandemic levels. Indian GDP grew by 9.5% in CY2021 and is expected to have grown by 6.8% in CY2022, owing
to strong macroeconomic fundamentals such as the implementation of key structural reforms, and improved fiscal
and monetary policies.

Global inflation

Chart 1.4: Global inflation rate, average consumer prices (annual percentage change), growth in %o,
CY2016-CY2026E
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Note: E refers to Estimate Source: IMF, World Economic Outlook, October 2022; World Bank; Frost & Sullivan Analysis

Chart 1.5: Inflation rate, average consumer prices (annual percentage change) in key economies (U.S.,
Europe, China, India, Middle East, South East Asia), growth in %, CY2016-CY2026E

14.0%

0.0%
®CY2016 CY2017 CY2018 CY2019 CY2020 CY2021 CY2022 CY2023E CY2024E CY2025E CY2026E
~——USA (%) 1.3% 2.1% 2.4% 1.8% 1.2% 4.7% 8.1% 3.5% 2.2% 2.0% 2.0%
——Europe (%) 1.5% 2.2% 2.2% 2.0% 1.1% 3.5% 9.8% 6.9% 3.4% 2.6% 2.3%

——China (%) 2.0% 1.6% 2.1% 2.9% 2.4% 0.9% 2.2% 22% 1.9% 2.0% 2.0%

-India (%) 4.5% 3.6% 3.4% 4.8% 6.2% 5.5% 6.9% 5.1% 44% 4.1% 4.0%
~——Middle East (%) 3.6% 2.9% 8.4% 6.4% 9.9% 12.5% 13.2% 11.3% 8.3% 7.1% 7.1%
—South East Asia (%) 2.3% 29% 2.8% 22% 1.4% 2.0% 51% 4.5% 2.9% 2.9% 2.9%

Note: E refers to Estimate Source: IMF, World Economic Outlook, October 2022; World Bank; Frost & Sullivan Analysis

Inflation increased worldwide due to the on-going Russia-Ukraine war, as well as China’s extensive lockdown,
which is having an impact on the global market, where inflation was high in CY2022. Supply chain disruptions,
strict labor markets in some countries, and especially soaring commaodity prices, are some of the key reasons.
Prices for oil and natural gas have risen as a result of concerns that Russia, the world's largest oil exporter, may
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be unable to supply oil or gas in the event of the conflict. On top of that, global demand is on the rise as the global
economy recovers from the economic downturn. As per IMF estimates, global inflation was around 4.7% and
8.8% in CY2021 and CY2022. Inflation is expected to slow down in CY2023; however, it may not reach pre-
pandemic levels and end at 6.5%. However, supply disruptions are slowly improving, but may take more time to
ease fully. The short-term economic impact of the war is affecting commodity prices, which is pressuring higher
inflation. The Russia-UKkraine crisis has exacerbated that growing cost-of-living crisis, and its inflationary impact
is already being felt globally across various sectors. The extent of the impact will also depend on how long
elevated price pressures last and on how policymakers respond to the long-run inflation. Governments across the
world have already taken various measures to curb inflation. Since March 2022, the Federal Reserve in the United
States has raised its key federal funds rate eight times. Similarly, the RBI has hiked the repo rate for the sixth
consecutive time in the current financial year.

India macroeconomic overview

Indian economic growth struck a positive note in FY22, outperforming many other major economies, as the
pandemic faded. The government has been promoting structural reforms (as part of the FY22 budget), such as a
focus on disinvestment and higher FDI limits, while also working on a national logistics policy. These reforms
are critical for accelerating the post-pandemic economic recovery. The recently announced FY?23 budget has
proposed a total capex outlay of INR 10 trillion, which is a 33% increase y-0-y and 3.3% of the total GDP. In
addition, the government has announced seven priorities for the budget, ‘Saptarishi’ which include inclusive
development, reaching the last mile, infrastructure and investment, unleashing the potential, green growth, youth
power, and the financial sector.

In 2019, the Indian government set a target of becoming a USD 5 trillion economy and a global powerhouse by
FY25. As a result of the COVID pandemic, the government revised the original timeline by 18-24 months. In a
realistic scenario, the target is achievable with a GDP of 8-8.5%.

A. India real GDP, nominal GDP and guarterly GDP

Chart 1.6: India - Real GDP and real GDP growth (annual percentage change), value in INR trillion,
growth in %, FY16-FY26E
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Since FY10, India's GDP growth has oscillated back and forth between the trends that continued until FY20. Prior
to the pandemic, real GDP growth was strong, and fundamentals were stable. During the pandemic in FY21, the
government implemented corrective measures, and the effect was visible in FY22. India's successful vaccination
campaign, combined with relevant revisions to its strategy, proved useful in the third wave, which had less of an
economic impact. FY22 ended on a high note, with the Indian economy growing by 8.7% (real GDP), and 19.5%
(nominal GDP) for the year.

The outlook for FY23 is also positive, with the Indian economy expected to grow by 7.0% (real GDP) and 15.4%
(nominal GDP). The government has implemented a slew of measures to get the economy back on track. Through
various policy initiatives such as Atmanirbhar Bharat, PL1 schemes and so on, there is a strong emphasis on the
growth of the domestic manufacturing sector. These initiatives will assist the economy in achieving medium-term
stable growth (CAGR) of approx. 6.7% (real GDP) and 10.0% (nominal GDP) by FY26.
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Chart 1.7: India - Nominal GDP and nominal GDP growth (annual percentage change), value in INR
trillion, growth in %, FY16-FY26E
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Note: E refers to Estimate Source: MoSPI (Annual Estimates of GDP at constant price, 2011-12 series), RBI, IMF; Frost & Sullivan Analysis

The government has also indicated that, eventually, privatization will take place across all industries, barring a
few strategic segments. The announcement in the FY22 budget on the privatization of a few public sector
undertakings is expected to boost private sector participation in the industry. Favorable business environment,
liberal FDI norms, constantly improving ‘Ease of Doing Business’ rankings, enormous consumer base and rapidly
improving digital infrastructure are some of the key factors that will drive investment in India in the coming years.

Sectorial share of Gross Value Added (GVA)

Chart 1.8: India - Gross Value Added (GVA) at basic price by economic activity, value in INR trillion,
FY16-FY22
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Electricity, Gas, Water supply & Other utility 22 2.7 29 30 2.9 34
Mining & Quarying 33 3.7 33 32 29 3.4
Construction 7 9.6 103 104 9.6 10.7 117
= Public administration, Defence & Other services 128 139 153 16.2 17.6 16.3 18.4 198
m Agriculture, Forestry & Fishing 162 172 18.3 18.9 19.7 20.5 21.1 218
= Manufacturing 19.0 206 219 233 227 225 24.7 251
m Trade, Hotels, Transport & Communication services 199 21.5 231 254 270 21.5 239 271
® Financial, Real estate & Professional services 23.0 249 26.1 27.2 29.2 29.6 309 328

Source: MoSPI (Annual Estimates of GDP at constant price, 2011-12 series): RBI (Reserve Bank of India); Frost & Sullivan Analysis

According to the most recent estimates, GVA increased by 8.1% in FY22 (compared to a decline of 5.2% in
FY21). This performance is primarily attributed to improvements in the agricultural and manufacturing sectors.
GVA in most sectors has surpassed pre-COVID levels in FY22 showing a double-digit growth.

As per the first early estimates announced by the RBI, the Y-0-Y growth in real GVA at basic prices in FY23 is
expected to be 6.7%. One of the key reasons for the anticipated growth of GVA in FY23 is the country’s focus on
the manufacturing sector. The Indian manufacturing sector’s contribution has increased from 16% to 18% in the
past 10 years, buoyed by initiatives like “Make In India” and sector-specific initiatives that aim to make India a
global manufacturing destination.

B. Consumer Price Index (CPI) and inflation rate
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Chart 1.9: India - Consumer price index (CPI) and inflation rate, index in numbers, rate in %, FY16-
FY26E
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Note: E refers to Estimate Source: MoSPI (Annual Estimates of GDP at constant price. 2011-12 series), RBIL, IMF: Frost & Sullivan Analysis

Inflation has been trending lower since FY17, a positive sign for the consumer economy as customers can then
afford to purchase more products, providing the necessary fuel to the manufacturing sector. However, the inflation
rate has since almost doubled. Rising inflation has been emerged as a key macroeconomic concern in recent
months with prices of almost every commaodity touching new heights. Going forward, the trajectory of inflation
will be governed by multiple factors such as global commodity prices, crude oil prices etc.

In the face of weak consumer demand, the RBI has, as usual, struck a balance between managing growth and
inflation. In the current fiscal year, the RBI has increased the repo rate by 225 basis points. In May 2022, the repo
rate was 4.0% and was revised every two months; in February 2023, the most recent revision brought the report
rate to 6.5%. The central bank remains committed to sustaining growth while maintaining inflation within the
target range. As the market is completely open, consumer spending had moved back to pre-pandemic levels,
reducing demand for products and therefore relieving some inflationary pressure on the goods side. However, the

Russia-Ukraine war, and increasing crude oil and food prices, have forced the RBI to revise its inflation estimates
t0 6.9% in FY23.

These levels remain above what the RBI's targeted inflation rate was to be. This rate is expected to go back to the
RBI's anticipated range as the monsoon season progresses, and this will be essential in controlling food inflation.
The weakening rupee continues to pose a threat to inflation in the near term. However, inflation is expected to be
moderate, and in the medium to long term, it is expected to stabilize at around 4.1%.

C. Index of Industrial Production (I1P)

Chart 1.10: India - Index of industrial production based on sector, index in numbers, FY16-FY22

FYl6 FY17 FY18 FY19 FY20 FY21 FY22

Mining 97.3 102.5 104.9 107.9 109.6 101.0 113.3
® Manufacturing 115.9 121.0 126.6 131.0 129.6 117.2 131.0
= Electricity 1338 141.6 149.2 156.9 158.4 157.6 170.1
® General 114.7 120.0 853 1298 129.0 118.1 1316

Source: MoSPI (Annual Estimates of GDP at constant price, 2011-12 senes); RBI (Reserve Bank of India); Frost & Sullivan Analysis
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Investment activity was sluggish in FY21 due to the pandemic, with project completions being pushed back and
industrial activity remaining sluggish during this period. In FY22, industrial output growth returned to positive
growth, owing primarily to a low base effect and strong performances by the manufacturing, mining, and power
sectors. The manufacturing sector accounts for roughly 77% of the 11P. Manufacturing firms reported increased
output, order books, and employment in FY22. The availability of finance from banks, internal accruals, and
foreign sources also improved during the fiscal. The subsequent relaxation of restrictions has also had an impact
on growth. Since June 2021, there has been an increase in industrial activity, which continued to gain traction
through FY22. As predicted by RBI, the business confidence improved from 97 in 2021 to 104 in 2022 (Source:
OECD - Organisation for Economic Co-operation and Development). Furthermore, there are signs of increased
consumer activity on the ground.

Global Electronics and EMS Industry
Global electronics industry

Overview of global electronics industry

The electronics market encompasses electronic products, electronic design, electronic components, and electronic
manufacturing services. The electronics industry, which has historically been a high-growth sector, contracted by
3.4% in CY2020 due to the decline in private spending induced by COVID-19. The market rebounded in CY2021,
as restrictions were lifted, and the market grew by 9%, exceeding pre-pandemic levels.

The global electronics industry was valued at USD 2,494 billion in CY2021. As per Frost & Sullivan’s analysis,
the industry is expected to grow at a CAGR of 4.9% to reach USD 3,168 billion by CY2026. Some of the critical
factors driving this growth are increasing disposable income, higher internet penetration, inclination of the youth
towards next generation technologies, the emergence of e-commerce etc.

Chart 2.1: Global electronics industry size, value in USD billion, growth in %, CY2016-CY2026E
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Note: E refers to Estimate Source: Statista, New Venture Research, Frost & Sullivan Analysis

Per capita consumption of electronics in major economies

Globally, per capita electronics consumption is increasing and is currently at USD 324. Per capita consumption is
highest in North America and Europe and increasing rapidly in major economies such as the U.S., Europe, China,
and India, driven by the growing adoption of wireless connectivity for various electronic devices. An increase in
investments in Research and Development (R&D) in consumer electronics and technological advancements,
coupled with the growing popularity of wearable electronic devices, are also driving the market.

Per capita consumption of electronics in India is only USD 78, 1/4™" of the global average. Domestic electronics
consumption is increasing rapidly because of urbanization and the adoption of electronic products in Tier 2 and
Tier 3 cities. Also, factors such as the economy's stable growth outlook, the digital India program, rising
disposable incomes, changing lifestyles, the emerging work-from-home culture, the expansion of organized retail
to Tier 2 and Tier 3 cities, and improved electricity and internet infrastructure will provide additional impetus to
the industry. Between FY16 and FY?22, the country's electronics consumption grew by 14.5%.

Chart 2.2: Per capita consumption of electronics in major economies, value in USD, CY2021
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Per capita consumption of electronics = Total electronics consumption / Total population Source: IMF, Frost & Sullivan Analysis

Electronics manufacturing contribution to GDP for major countries

Chart 2.3: Electronics manufacturing contribution to GDP for major countries (U.S., China, India),
contribution in %, CY2021
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At present, China is the leading economy in the electronics manufacturing contribution to GDP at 7.4%, as many
of the leading global manufacturers have a presence in China. However, issues like rising labor costs, and costs
of electricity and natural gas have reduced China’s competitive advantage. Consequently, it seems likely that a
sizeable chunk of the electronics manufacturing industry in China may move to countries such as India, Vietnam,
etc., which are relatively more conducive to manufacturing at present. In the United States, the electronics
manufacturing industry is very important to the national economy, accounting for 1.6% of GDP and 0.7% of jobs.
The electronics sector in India contributes to around 2.7% of GDP. With the increasing focus of the government
on domestic manufacturing of electronic components in the country, the electronics sector will see its contribution
to GDP increase to around 4.7% in 2026.

Electronics manufacturing split between in-house and EMS

Electronics manufacturing has been divided into two categories: products that are produced in-house by OEMs
and those that are produced by the EMS companies. Currently, in-house electronic manufacturers account for
approximately 65% of the total electronics market, which is a significant contribution. However, in recent years,
the involvement of EMS players has expanded significantly, making the job of OEMs easier to manage.

Chart 2.4: Global electronics manufacturing market - Split between in-house and EMS, value in USD
billion, CY2016-CY2026E
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Electronics market segmentation by end-user industries

Chart 2.5: Global electronics market - Segmentation by end-user industries, value in USD billion, split in
%, CY2021
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Mobile Phone — Mobile phones have emerged as an important commodity in today's world and the segment
commands a market worth more than USD 600 billion in CY2021. Increased internet penetration and the
expansion of the global economy have resulted in a greater use of smartphones. According to Frost & Sullivan,
the potential new markets in Africa, Asia, and Latin America will be the future growth engines of the global
mobile phone market, with a growing appetite for entry-level, low-cost, and medium-range smartphones.

Consumer Electronics and Appliances — This is the second largest segment in the electronics market, with a
contribution of nearly 21% of the total market. The COVID-19 pandemic sparked a sharp increase in sales in
many sectors of the consumer electronics market in CY2021. The upward trend in demand for consumer
electronics is expected to continue in CY2022, fuelled by the strong demand for devices with better features.
OEM s are supplying to both premium and mid-range consumers appliances to meet rising demand and to increase
revenue. In addition, there is a growing demand for advanced and innovative technologies in this category.

Automotive — This is the third largest sector in the end-user industry. Post-pandemic, manufacturers have shown
more resilience, relying on new models, technology, and sustainable behaviors, especially in the electric vehicles
(EVs) sector. New business models and investments in charging infrastructure have boosted the market's growth.
In CY2021, new players and digital solutions had considerable impact on the existing ecosystem, changing how
automobiles were bought and sold.

Industrial — Industrial electronics is another key segment that has influenced the market to a great extent. Sharp
price rises, supply chain woes, and labor cost shortages have been putting the squeeze on numerous manufacturers
and aggressively cutting down on their margins. For the majority, this could be the start of a period of rising pass-
through costs, resulting in higher final product prices.
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Telecom — The telecom and networking products industry is primarily comprised of telecom service providers,
telecom equipment manufacturers and suppliers, and passive infrastructure providers. The advancement of 5G is
expected to drive the market in the future. Furthermore, the work-from-home market has created a dependency
for the telecom industry, which has become harder to predict.

IT hardware — The IT hardware market encompasses all physical components that include computing hardware
(desktop PCs, notebook PCs, tablets, adaptors, and workstations), all substantially produced in China. As the
pandemic began two years ago, it catapulted numerous organizations into new ways of working, rapidly fast-
tracking digital transformation, with work environments transforming overnight as remote work became normal
and market demand grew.

Medical — The digitalization of medical devices will continue, and OEMs are digitalizing their devices and
operations (such as sales and marketing). This trend is also making a mark by pushing medtech to deliver value
for providers and patients with devices and digital data. The adoption of minimally invasive surgery techniques,
the rising adoption of surgical robots, and the gradual shift of some procedures to outpatient settings will continue
to drive the uptake of some medical device categories, including consumables.

Aerospace and Defense (A&D) (as part of the others category) — Across the globe, A&D organizations are
rapidly adopting various digital technologies. As a result of stringent regulatory standards, supportive government
policies on the nation's security policies, and rising government spending, the defense electronics industry is
experiencing revenue growth. Rising military spending and geopolitical tensions among countries are two major
market trends driving demand for this market. Defense OEMs are aware of the upward trend and are expanding
their product offerings through in-house development or strategic partnerships.

Clean Energy (as part of the others category) — As part of the UN Climate Change Conference (COP26), the EU
and the U.S. announced their commitments to become carbon neutral by 2050, while China and India, the 15 and
3 largest carbon emitters globally, have planned to become carbon neutral by 2060 and 2070, respectively. This
has led to a growing need for the development of safer alternative and efficient energy solutions. Supporting the
transition to a greener future, electronic manufacturers are providing customized solutions to clean energy (solar,
wind and other renewables), especially in products such as battery management systems, solar inverters and
chargers, etc.

Lighting (as part of the others category) — The lighting industry is booming globally as a result of the transition
from traditional lighting to LED lighting, which can help users realize energy efficiency while also improving
experience and comfort. As the Internet of Things (1oT) gains traction, lighting companies that have reached a
revenue plateau are focusing on offering smart lighting.

Global semiconductor manufacturing market

Semiconductors is by far the largest segment and the bellwether of the wider components market. Semiconductors
are a vital element in the modern-day electronics, being an essential component of many regularly used electronic
devices, including smartphones, tablets, and PCs, that many of us are extremely dependent upon.

Some of the upcoming capex investments in semiconductors include:

e In March 2022, Intel announced the first phase of plans to invest up to EUR 80 billion in the EU over the
next decade across the entire semiconductor value chain. It announced plans to invest an initial EUR 17 billion
in a front-line semiconductor fab mega-site in Germany, a new R&D and design hub in France, and R&D,
manufacturing, and foundry services in Ireland, Poland, Italy, and Spain.

e In January 2022, Taiwan Semiconductor Manufacturing Company (TSMC) announced a capital spending
plan of USD 40 to 44 billion for 2022, in respect of its huge new fab construction plans. According to TSMC,
70% to 80% of capex will be used for advanced node technologies (7nm and below), 10% to 20% for specialty
technologies, and 10% for advanced packaging.

e In August 2021, Samsung Electronics announced USD 205 billion in capex spending to bolster its
semiconductor and biotech business segments. Around USD 146 billion of the funding will go toward
developing advanced process technology and expanding Samsung’s foundry business to new applications in
artificial intelligence and data centers.

In CY2021, revenue from the global semiconductor industry amounted to USD 595 billion. Looking ahead to
CY2023, some of the key factors, such as strong consumer electronics demand, price increases, and product mix,
are expected to stabilize as final demand growth normalizes and new production capacities come online at a rapid
pace. The market is expected to grow at a CAGR of 9.5% to CY2026.
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Semiconductor companies are typically concentrated in high-value-added, high-margin product markets. Taiwan,
South Korea, China, Japan and Singapore are leading manufacturing hubs. In 2020, 81% of the semiconductor
contract manufacturing was based in Taiwan or South Korea. Taiwan also has approximately 22% of global
semiconductor wafer capacity.

Supply chain shortages hit virtually every industry, but it is the microchip shortage that had the biggest impact.
During the pandemic shutdown, key chip production plants in Asia and ports became overwhelmed, and the ripple
effect was felt across the globe. The European Union, the United States and China have all committed to increase
their semiconductor fabricating capacity to avoid shortages and increase national security.

Chart 2.6: Global semiconductor market, value in USD billion, growth in %, CY2016-CY2026E

* CAGR (CY2016 - CY2021): 11.6%
CAGR (CY2021 - CY2026E): 9.5%
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Global EMS industry

Overview of global EMS industry

The global EMS market traditionally comprised of companies that manufacture electronic products,
predominantly assembling components on printed circuit boards (PCBs) and box builds for OEMs. Today OEMs
are seeing more value from EMS companies, leading to involvement beyond just manufacturing services to
product design and development, testing, and aftersales services (repair, remanufacturing, marketing, and product
lifecycle management).

Chart 2.7: Evolution of global EMS industry, 1980 to 2020
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>2020
Future EMS technologies will necessitate fundamentally new production methods. Manufacturers are being compelled to
produce items in response to the increase of "greener” electronic devices and the need for recyclable products.

2010 -2020

ODM providers have evolved and progressed at the front end of the value chain, involving in product design as well as
assembly, testing, and mass manufacturing. In more established segments, such as telecommunications and consumer
electronics, ODMs have grown rapidly.

2000-2010

In 2000, the EMS industry witnessed enormous increase in demand. Consumer electronics, EDP equipment, and
communications equipment industries saw increased competition. There were also major changes in the semiconductor
with the usage of fabless semiconductors.

1990 - 2000

Surface Mount Technology (SMT) for PCBs was developed in the early 1990s, allowing for faster assembly of
electronics. More complex PCBs were ultimately manufactured through this technology benefitting the EMS industry
manifold.

1980 - 1990

As a result of downsizing by many OEMs during the economic recession in the late 1990s, the contract manufacturing
business grew rapidly. EMS providers were able to enhance and expand their production capabilities to meet the growing
demand.

<1980

Electronic manufacturing services (EMS) began in the 1970s with the entry of the first EMS company, Solectron (Flex),
in 1977. Prior to that electronics manufacturing and PCB assembly was done in-house by OEMs. EMS providers were
primarily engaged in contract manufacturing.

Source: Frost & Sullivan Analysis

The EMS market was established more than five decades ago to execute manufacturing designs from government,
defense, and research institutions. As the years progressed, the EMS market grew to support demand that exceeded
the manufacturing capacity of the OEMs. By the mid-1990s, OEMs started outsourcing PCB assembly on a large
scale. By the end of the 1990s and in the early 2000s, several OEMs sold their assembly plants to major EMS
players. A wave of partnerships followed as the more cash-rich EMS companies started buying the existing plants
and the smaller EMS companies to consolidate their position in the global market.

Chart 2.8: Global EMS industry market size, value in USD billion, CY2016-CY2026E
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With demand for the novel features and products growing in recent years, manufacturers are turning towards more
sophisticated technical solutions to streamline their manufacturing. The global EMS market was estimated at USD
880 billion in 2021 and is expected to reach USD 1,145 billion in 2026, at an annual growth rate of 5.4%. The
global EMS market witnessed a period of steady growth up to 2018, due to increased outsourcing activities from
OEMs and increasing reliance on electronic components. The EMS market grew marginally in 2019 due to a
slowdown in global automotive sales, supply chain issues caused by increased trade tensions between the U.S.
and China, and finally the COVID-19 pandemic, which further impacted the EMS industry in CY2020 with a
3.4% decline, but certain factors favored the industry, allowing it to resume growth at 9.5% in CY2021. These are
a) the pent-up demand created by the need for life-sustaining medical devices; b) the work-from-home economy,
which created demand for smartphones, tablets, and laptops; and c) the push for climate change, which created
demand for digitalization or digital software/products/solutions that can track, monitor, measure and verify
sustainability initiatives.
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Value chain by business model

The business models of Indian EMS companies can be broadly classified under four categories.

1. ODM model
2. EMS model
3. Job work

4. After-sales service

ODM (Original Design Manufacturers) model — Under this, EMS companies design products as per the
specifications provided by the OEMs. EMS companies then source components, carry out fabrication and
assembly, test the final product, and also undertake logistics and after-sales services-related activities. This model
helps EMS companies have deeper and long-term relationships with the OEMSs. This is a high-margin business
and comes at a premium for good designs.

EMS (Electronic Manufacturing Services) model — At present, this model is widely followed in India. Under
this model, OEMs provide designs and specifications to EMS companies. EMS companies source components,
manufacture/assemble components and supply the finished product back to OEMs. EMS companies are gradually
adding capabilities to offer ODM or JDM (Joint Desigh Manufacturing) services. Increasingly, OEMs are
preferring engagement on an ODM/JDM basis. This is a win-win situation as EMS companies can earn higher
margins while OEMs can focus on expansion activities.

Job Work — This business model is followed mostly by the small and micro-EMS companies. Under this OEMs
provide design and also source components, while EMS companies perform only assembly activities, and are
typically a low-margin businesses.

After-sales service — After-sales service is an important activity which helps companies to build long-term brand
image and brand loyalty. Globally, EMS companies are offering end-to-end services including after-sales service.
This is a nascent business for Indian EMS companies and is gaining traction.

Range of services offered by EMS companies

Design services and solutions: Design services include multiple associated actions that occur after determining
the customer's specific requirements and before manufacturing or at the beginning of assembly. OEMs generally
conduct research with the product users, experts and market participants to understand the needs and expectations
of the market and then set out feature requirements for the products to be designed. The EMS company then,
based on inputs from the OEM, creates the conceptual design and the same is shared with the OEM for inputs and
approvals.

Prototyping: The next step is to create a Proof of Concept (POC) to demonstrate that the concept of design
actually functions. Post that, once design for manufacturability, design for testing and design for servicing are
established, prototypes are made to make sure that the product will serve its proposed purpose after it is
manufactured as a part of a bigger production run.

Testing services: Testing is an essential element across the entire EMS value chain. EMS companies which are
capable of designing test solutions for both PCBA level and end-of-line product testing, including functional
testers and fixtures, are preferred by the OEMs.

PCB Assembly: At the heart of the electronics industry is the printed circuit board or PCB. A PCB with
components mounted onto it is called an assembled PCB and the manufacturing process is called PCB assembly
or PCBA. PCB assembly is a major activity and is normally outsourced to EMS companies. Out of the overall
PCBA demand in India, approx. 80% of demand is met through importing or domestic manufacturing of Bare
PCBs and then local assembly in India. The rest of the PCBA demand is met through imports.

Box Build: In this segment, an OEM outsources the complete product manufacturing process to an EMS company,
which manufactures the final product, adds the OEM’s logo and dispatches it to the OEM’s warehouse for selling.
This model is largely used in high volume low margin (HVLM) types of product such as mobiles, computer
hardware and industrial segments. Box build assembly requires an integrated infrastructure to enable EMS
companies to manufacture products in-house.

After-sales Service (Repair and Rework): After-sales currently accounts for 7.1 % of EMS market revenue.
Demand for repair and remanufacture is not high, as the majority of electronic products (such as mobile phones,
tablets, computers, and laptops) do not necessitate repair or remanufacturing and are focused more on replacement.
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Niche verticals such as aerospace and defense, railways and the high-end electronics segment, are opening up to
accept third-party repairs due to the high cost of equipment and re-design, which provides immense potential for
this segment.

The United States and Europe continue to dominate R&D and intellectual property (IP) ownership of related work.
In terms of manufacturing/system assembly, India has an established set-up. Many EMS providers are slowly
evolving to offer complete design services (apart from contract manufacturing). This acts as a win-win situation
for both EMS players as well as OEMs. Avalon’s experience in offering EMS services across product and industry
verticals for customers globally for several years serves as an entry barrier into the industry for any new entrants.
Avalon provides PCB design and analysis services through its subsidiary Sienna ECAD, which is an advantage
in addition to its current offerings.

Chart 2.9: Range of Services offered by EMS companies, global, CY2021
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EMS market segmentation by services

Chart 2.10: Global EMS market - Segmentation by services, value in USD billion, CY2021 and CY2026E
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Large EMS companies which have mastered the art of manufacturing and assembly, are now trying to move up
the value chain and are planning to offer additional services such as design, testing and sourcing of components.
In short, the industry is moving from Original Equipment Manufacturing (OEM) to Original Design
Manufacturing (ODM). The share of ODM business is likely to increase from 9.8% in 2021 to 13.1% in 2026.

EMS market segmentation by major geographies

Chart 2.11: Global EMS market - Segmentation by major geographies, value in USD billion, split in %,
CY2021 and CY2026E
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China leads the global EMS business with a 46.7% share in 2021. It is a global leader due to operational cost
benefits, availability of a large number of highly skilled personnel, infrastructure, logistical advantages, and
proximity to the largest end-user base across all end-user verticals. However, post-COVID-19, many global
electronics manufacturers are contemplating a China + 1 strategy and are looking for alternate manufacturing
locations for exports, creating tremendous investment potential for countries like Vietnam, India, and the
Philippines etc.

North America is a leader in adopting next-generation technologies and devices. In the next five years, demand
for EMS will be driven by a rise in electronic device demand, a well-established EMS infrastructure, and evolving
government policies that encourage local production. The EMS industry is poised for robust growth over the next
five years. The EMS market in the United States was around USD 140 billion in CY2021, and it is expected to
grow at a CAGR of 6.1% to USD 188 billion by CY2026.

The EMS sector is a sizeable industry both globally and in India; India is expected to grow at a significant pace.
There is a strong push from the government to develop India into an ideal location for electronics manufacturing
in the region. Under the National Policy on Electronics (NPE), India announced various programs in 2019,
including EMC 2.0, to enhance the electronics manufacturing infrastructure and offer incentives to manufacture
more products that promote the industry in India. The PLI program, which benefits electronics manufacturing
firms, was introduced in 2020. In Chennai, in the southern state of Tamil Nadu, an electronics manufacturing
corridor is being built. The EMC Smart City investment in Greater Noida is planned at USD 162.7 million.
Kaynes, Jabil, Dixon, Bharat FIH, Flextronics, SFO, Elin, Rangsons, and Centum are among the companies that
have invested in manufacturing capacity as a result of the ”Make in India” policy’s efforts. The government has
recently come up with incentive scheme for the development of a semiconductor and display manufacturing
ecosystem in India; this includes Semiconductor and Display Fabrication, Semiconductor Laboratory (SCL),
Compound Semiconductors/Silicon Photonics/Sensors, including MEMS (Micro Electro Mechanical Systems),
and Semiconductor ATMP (Assembly, Testing, Marking and Packaging)/OSAT (Outsourced Semiconductor
Assembly and Testing) Units and Semiconductor Design companies (Design Linked Incentive/DLI). In CY2021,
India's EMS market was estimated at around USD 20 billion with a market share of 2.2%, and it is expected to
grow at a CAGR of 32.3% to USD 80 billion with a market share of 7.0% by CY2026.

Chart 2.12: Global EMS market - Segmentation by major geographies, value in USD billion, CY2016-
CY2026E
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EMS market segmentation by B2B and B2C

Chart 2.13: Global EMS market - Split between B2B and B2C, value in USD billion, CY2016-CY2026E
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The EMS market is also segmented into B2B and B2C segments. Mobile phones and CEA, which are high-volume
and low-margin products, are entirely B2C, whereas segments such as automotive are mostly B2C, with a few
B2B sub-segments (for example, railways). Industrial and information technology are two industries that fall
under the purview of the pure-play B2B segment. The B2C market was valued at USD 556 billion in 2021 and is
expected to maintain its dominance, reaching USD 716 billion in 2026, at a CAGR of 5.2%, while the B2B market
is not far behind. In 2021, the B2B market was valued at USD 324 billion, and it is expected to grow to USD 429
billion by 2026, at a CAGR of 5.7%. HVLM (High Volume Low Margin) is a model used by companies that
manufacture significantly or highly automated consumer electronics, computers, and communication devices.
Electronics assembly manufacturers in aerospace and defense, industrial electronics, and the medical industry
frequently use an LVHM (Low Volume High Margin) operating model. The B2B segment primarily caters to
high-value products in some of the key segments such as telecom, industrial, automotive, medical, aerospace and
defense, which are driving the market for this segment significantly and will help push faster growth. An increase
in the number of connected devices and data bandwidth will drive data center expansions and upgrades, increasing
revenue opportunities for EMS providers. In the EMS market, power, clean energy, railways, aerospace, medical,
etc are long lifecycle industries. Continuously rising capex investment in the industrial sector, combined with a
strong growth push, will keep the forecast period's high growth momentum intact.

EMS market segmentation by end-user industries

Chart 2.14: Global EMS market - Segmentation by end-user industries, value in USD billion, CY2016-
CY2026E

181



016 | CY2017 | CY2018 CY 2019 | CY2020 CY2021 [ CY2022E | CY2023E | CY2024E | CY2025E | CY2026E

= Mgbile Phones 1/1 179 184 191 197 219 229 239 249 259 272

mT? 138 145 159 174 161 180 191 203 214 225 237

= CEA 120 124 129 135 129 144 152 161 169 177 187

= Telecom 76 80 84 87 84 95 101 107 114 120 126

= Industrial 66 69 73 78 72 80 86 93 99 104 110
Automotive 56 59 62 60 56 63 67 72 77 81 85
Medical 22 23 24 25 24 27 29 31 33 35 37
Others* 91 24 91 82 81 72 73 79 85 920 92

Mobile Phone | T i CEA Telecom i A i Medical Othiers

CAGR (CY16-21):5.0%] CAGR (CY16-21):5.4%] CAGR (CY16-21):3
CAGR (CY21- 5)1@, CAGR (CY21-26)

GR (CY16-21):4.4% CAGR (CY16-21):4.29% CAGR (CY16-21):2.2% CAGR (CY16-21):4.6% CAGR (CY16-21):-4.7%
CAGR (CY21-26):5.7% CAGR (CY21-26):6.5% CAGR (CY21-26):6.3%| CAGR (CY21-26):6.0% CAGR (CY21-26):5.1%

%E CAGR (CY21-26):5

# 1T — Information Technology products; CEA — Consumer electronics and appliances Source: Frost & Sullivan Analysis
* Others include: Lighting, Aerospace & defense, Energy, etc. Note: E refers to Estimate

Mobile phones, IT hardware and 10T: These are some of the key segments with a significant share of the global
EMS market. 10T, which is part of CEA, is gaining in popularity as the number of internet and smart device users
rises. Similarly, products such as BLDC motors, inverters and other specific product categories are also gaining
in importance.

Consumer electronics and appliances (CEA): The segment had a consistent performance in the last few years,
which was aided by growth in both advanced economies and developing countries. EMS companies have also
profited from rising consumer spending and technological improvements. Rising demand for smart solutions will
fuel future growth. Furthermore, OEMs and EMS manufacturers are progressively supplying both premium and
mid-range appliances in order to meet the growing demand for both product categories and to increase revenue.

Industrial electronics: Another important market, which is primarily divided into power and automation.
Leading manufacturers adding new applications into their portfolio by partnering with niche application providers.
With the emergence of new applications, there are several opportunities for power electronic devices such as
transformers, chokes and inductors. Many electronics applications are concerned with the control and operation
of heavy machinery. Energy meters/smart meters and industrial machinery are the key products, accounting for a
sizable market share.

Medical: Medical electronics are a key revenue opportunity in the EMS market. Though COVID-19 has created
a surge in demand for EMS in this vertical, it is important to carefully assess the level of demand in the longer
term.

Aerospace and defense: A&D is relatively small but a key revenue contributing segment. OEMs perceive EMS
providers as a strategic solution partner, as this gives them an average saving of 10% to 15%. In the next few
years, apart from cost, A&D OEMs will consider EMS providers' expertise in advanced technologies as a key
partnership factor in boosting EMS revenue. Aerospace development typically presents several challenges
compared with other industry segments due to high tolerance requirements and the difficulty of working with
materials such as cobalt, nickel and titanium alloys. Due to strict engineering and quality requirements in the
aerospace industry, supplier onboarding and development is characterized by the need for quality systems for
special processes and traceability documentation for materials. Product development in this industry is
characterized by long lead times as a number of approvals and audits are typically required before finally going
into production. To penetrate the aerospace segment, companies must invest significant time, efforts, and
resources. Further, the development process for this segment often involves long-term cycles with a continuous
learning curve.

Mobility: This is one of the key growth opportunity verticals for EMS providers in the next five years, due to on-
going advances in technology with autonomous vehicle development and electric vehicle commercialization
activities. Moreover, the rapidly growing requirement for electronic content will accelerate the growth of EMS
revenue from this vertical. In the long term, the industry is likely to benefit from the global market. Long lead
time for customer acquisition, onboarding, prototyping, OEM approvals and production, coupled with the
criticality and requirement for high-reliability anti-collision signaling systems, means that there are significant
barriers to entry for railway projects.

Clean energy: A more sustained growth opportunity is likely from this segment. The on-going global climate
change policy, with an emphasis on increasing contributions from green energy, directly impacts the demand for
EMS from solar and wind energy companies. EV is one of the key growth opportunity verticals, due to on-going
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advances in technology with autonomous vehicle development and EV commercialization activities. Moreover,
the growing requirement for electronic content will accelerate the growth of EMS revenue from this vertical.

Drivers and Challenges for the growth of the Global EMS industry

Key Drivers for the growth of the Global EMS industry:

Technological advancements: The development of new manufacturing technologies and the emerging
end-use sectors, such as the Internet of Things, are expected to boost demand for the EMS industry.
Major manufacturers are strengthening their R&D investment in order to differentiate their products and
attract new end-use applications. The rising popularity of smart home devices in developed nations such
as the United States and European countries raises very high expectations for EMS companies. In the
United States, companies provide electronic manufacturing services that include developing
optoelectronics, radio frequency and wireless devices, and microelectronics devices for the rapidly-
growing smart home sector. Key market participants are focusing on increasing production volumes by
combining cloud computing, artificial intelligence, big data analysis, and 3D printing to produce
connected devices for smart homes.

Greater emphasis on vehicle electrification: The EV market will be the most lucrative in the
automotive industry over the next decade. With an ever-increasing electronic content in each car, energy-
related modules and sub-assemblies, as well as charging infrastructure, which requires an overall
ecosystem, there is major potential for EMS firms to enter this fast developing industry and supply the
leading EV manufacturers. As the number and complexity of PCBAs in electric vehicles are significantly
higher than in typical ICE vehicles, this growth represents a huge potential for EMS businesses to offer
electronic manufacturing and mass production services to automakers.

Technological upgrade of facilities: EMS companies are investing in technological upgrading of their
facilities by adopting digitization and industry 4.0 concepts. This will improve productivity and capacity,
thus improving capability to win more contracts. A majority of the market participants are progressing
in this direction; hence, this factor will evolve into a significant driver in the medium to long term.
Product development activities: The dependence created by electronics in product development
activities across all verticals will turn out to be a significant driver for EMS, especially in consumer
electronics and automotive segments, where new devices and systems are being developed. As the
electronic content increases, the volume of manufacturing will increase, driving the market.

Challenges/market restraints hindering the growth of the Global EMS industry

High number of market participants: The existence of a high number of market participants in all
areas results in competitive pricing, which reduces market revenue potential. Despite the fact that the
market is undergoing a number of mergers and acquisitions, Frost & Sullivan does not foresee a
substantial beneficial impact.

Moderate operating margins: Many of the market participants face challenges with respect to operating
margins. In the EMS industry, profit margins can be low to moderate, depending on the model and
industries served. A low operating margin is viewed as an impediment to growth, considering the impact
it can create on expansion plans.

Complex structure and delay in supply chain: Manufacturing businesses must adhere to global
standards as they rely on a wide range of suppliers, both local and international. The operational
constraints include compliance with rigorous government and industry regulations, as well as the concern
of traceability. It is fairly uncommon for a product's components to traverse several continents before
reaching the market. Supply chain delays causing a shortage of components are likely to impact revenue
in the short term. Overall, the impact of transformation is very low in the medium to long term.
Shortened product lifecycles and uncertain demand: Customer preferences and interests continue to
evolve at a breakneck pace. An active new product launch procedure is required for EMS companies. A
collaborative effort across different departments is required to launch the items on schedule while
fulfilling quality and volume objectives. Production is always based on customer demand, which can be
both unstable and cyclical. If demand falls, companies must have a strategy in place for the idle raw

183



materials or machinery. EMS companies such as Avalon Technologies Ltd. are better insulated from
such factors as they are focused on B2B industries with long product life cycles.

¢ Regulations and violations of IP: Stringent local laws and trade pricing are having an influence on the
EMS sector, driving OEMs to build in-house manufacturing capabilities. In addition, an increasing
number of cases on infringement of intellectual property rights are posing a serious threat to EMS
companies.

PCB assembly market opportunity

Chart 2.15: Global PCB assembly market, value in USD billion, CY2016-CY2026E
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PCBA is at the core of every electronic device: mobile phones, computers, tablets, routers, televisions, washing
machines, refrigerators and air conditioners. Furthermore, PCBA constitutes a substantial portion of the cost of
an electronic device, ranging from 10% to 50% of the bill of materials. Considering the cost implications and the
universal use of PCBs in electronic devices, the development of manufacturing capabilities for PCBA is a must
for a complete electronics manufacturing ecosystem. The PCBA market was valued at USD 590 billion in 2021
and is expected to reach USD 740 billion in 2026. The market is expected to grow at a CAGR of 4.6% to 2026.

Key players in the Global EMS industry

The global EMS market accounts for 35% of the total electronics industry. The EMS market has grown steadily
over the last few years, owing to increased sales of mobile phones, consumer electronics, and IT products. OEMs'
widespread use of contractual services is fueling this growth.

Chart 2.16: Operating revenue and market share of top 15 global EMS companies, value in USD billion,
CY2021
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Chart 2.17: Summary Financials of top 15 global EMS companies, CY2021

Operating revenue (USD billion, %) Profitability and Margins (USD billion, %)

Name of the EMS Company CY2019 CY2020 CY2021 CAGR (%) | EBITDA  EBITDA(%) | PAT PAT (%)
Hon Hai Precision Industry Co. Ltd. 1m0 1822 214.6 11.4% 10.42 4.9% LS 2.6%
Pegatron Corp. 443 476 452 11% | 133 3.4% 0.90 2.0%
Compal Electronics, Inc. 345 35.7 442 13.2% : 091 2.1% 0.49 1.1%
Quanta Computer, Inc. 33.4 37.1 40.4 10.1% E 1.51 3.7% : 1.20 3.0%
Wistron Corp. L 285 28.7 309 41% | 104 34% | 053 1.7%
Tabil, Tnc. L 253 273 30.0 8.9% 123 41% 0.18 0.6%
Flex Lid. L262 24.1 256 A2% 092 3.6% ©061 2.4%
Inventec Corp. 116 13.9 158 16.8% 0.34 2.1% L 023 1.5%
BYD Electronic (International) Co. Ltd. 7.7 10.6 138 34.1% 0.74 5.4% 0.36 2.6%
Universal Scientific Industrial (Shanghai) Co. Ltd. i 54 6.9 8.6 26.1% 0.53 6.2% 0.29 3.4%
Sanmina Corp. 8.2 7.0 6.8 94% 042 6.1% 027 4.0%
Celestica, Inc. r59 57 56 22% 1 019 3.4% L0010 1.8%
Kinpo Electronics, Inc. 4.5 44 5.0 6.0% : 0.07 1.4% : 0.01 0.2%
Plexus Corp. 3.2 3.4 34 0% 1 024 7.0% 0.14 4.1%
Benchmark Electronics, Inc. | K] 21 23 03% | 006 26% | 004 1.6%

* All values in USD billion Source: Annual Reports (Company websites), Frost & Sullivan Analysis

The global EMS market consists of more than 1,000 companies. However, the top 10 companies contribute to
53% of the market. Hon Hai Technology (Foxconn Group) is the market leader, accounting for nearly 24% of the
market in 2020, and is 4.8 times larger than the nearest competitor. Pegatron, Quanta, Compal Wistron, Jabil and
Flex are some of the leading players in the EMS market. Apart from the top 10 players, Continental, Wabtec
(Faiveley), TMEIC, Cummins, Robert Bosch, Trimble Mobility Solutions, Kyosan and Collins Aerospace are
major OEMs which outsource manufacturing to EMS companies in their respective industry segments.

Chart 2.18: Profile of top 15 global EMS companies, CY2021
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North American Electronics and EMS Industry
North American electronics industry

Overview of North American electronics industry

The electronics industry is one of the major revenue generators in the North American market. In comparison to
other regions, the electronics industry in North America is a mature market with a long history of innovation.
Within North America, the United States leads this industry in terms of total market share, followed by Mexico
and Canada. The electronics manufacturing sector in the U.S. directly contributes to 1.6% of U.S. GDP and 0.7%
of U.S. jobs. The electronics industry is growing steadily, aided by economic growth and rising market demand.
According to Frost & Sullivan estimates, the North American electronics industry was valued at USD 520 billion
in CY2021. The market is expected to grow at a CAGR of 4.4% to reach USD 645 billion by CY2026. Due to the
desire to cut costs, large manufacturers have been confined to overseas locations for the reduced labor costs.
However, global economic conditions are gradually removing that advantage, making manufacturing in North
America more cost-effective.

Chart 3.1: North American electronics industry market size, value in USD billion, growth in %, CY2016-
CY2026E
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Electronics market segmentation by end-user industries

Consumer Electronics — Consumer electronics dominates the overall North American electronics industry due
to the increased adoption of a broader range of consumer electronics. Following the pandemic, the market is
expected to recover due to rising demand for smartphones with 5G technologies, rising per capita disposable
income, smart home automation and new product innovations. The development of artificial intelligence (Al) and
the Internet of Things (10T) in the ICT sector is also expected to spur growth in the North American electronics
industry.

IT Hardware — The IT hardware market, which includes laptops, desktops, tablets, storage devices and computer
accessories, is already quite large in North America. Laptops/notebooks have a wide range of applications, ranging
from business and education to entertainment.

Telecom — With rapid digitization promoting advanced communication infrastructure and devices, the telecom
equipment market in North America is experiencing impressive growth. The key growth drivers are increasing
smartphone penetration and widespread use of wireless communication. To support the 5G wireless technology,
there is an increasing need for significant investments to expand the current fiber optic infrastructure. To increase
wireless capacity, service providers are upgrading their network infrastructure.

Automotive — The automotive electronics market in North America is anticipated to experience substantial growth
owing to the high level of automotive manufacturing and the presence of automotive electronic component
manufacturers like TRW Automotive, Robert Bosch GmbH, Continental Corporation, and Autoliv Inc. Also, the
emerging electric vehicle (EV) ecosystem in North America provides lucrative growth potential. Advances in
sensor technology that enhance navigation and object detection, advanced braking systems, image processing
algorithms, and machine vision have created opportunities for automotive manufacturers to explore a wide range
of solutions.
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Industrial — North America remains one of the largest industrial electronics markets due to its large
manufacturing installed base, presence of established companies, high level of technological development, and
modern and robust communications infrastructure. The industrial segment includes products across the power and
automation sectors.

Medical — As the healthcare sector adapts to the changes induced by the COVID-19 pandemic, the North
American medical devices industry is undergoing a major transformation in terms of business models, technology
adoption, and care delivery approaches, among other areas. While home healthcare services are gaining
momentum, connected care continues to play an important role. Medtech OEMs are investing heavily in R&D
and launching new devices to pandemic-related demands. Major electronic segments in the medical industry
include MRI, x-ray, ultrasound, etc., and also patient aids, including hearing aids and pacemakers, etc.

Clean Energy (as part of others) — Sustainable energy sources like solar, wind, and hydro would fall under the
clean energy segment. PV modules, solar photovoltaic systems, battery management systems, carry and static
chargers, and controllers would be the most prominent product categories that would come under this segment.

Chart 3.2: North American electronics market - Segmentation by end-user industries, value in USD billion,
growth in %, CY2021 and CY2026E
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Electronics market split between domestic production, imports and exports

In CY2021, domestic production of electronics in North America was valued at USD 342 billion. The market is
expected to grow ata CAGR of 4.2% to CY2026, to reach a market value of USD 420 billion. The North American
electronics manufacturing industry has evolved over the years, and it is now strongly linked with the success of
upstream suppliers. In particular, the U.S. electronics manufacturing sector is an important intermediary supplier
for other key industries. The manufacturing industry in North America has benefited from a skilled labor force,
advanced technology, and pro-business policies. Mexico is an important location for low-cost manufacturing,
which results in a high proportion of assembly revenue being exported.

Imports in North America contribute to nearly 34% of the total electronics market in CY2022, while exports
contribute to 15% of the total electronics market. China, Mexico, and Canada are the top three export destinations
for U.S. electronic products, accounting for over 30% of total exports.

Chart 3.3: North America electronics market - Split between domestic production, imports and exports,
value in USD billion, growth in %, CY2016-CY2026E
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Domestic electronics production market split between in-house manufacturing and EMS

Chart 3.4: North America domestic electronics production market - Split between in-house manufacturing
and EMS, value in USD billion, growth in %, CY2016-CY2026E
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North America has a strong manufacturing capability in areas such as telecommunications, aerospace, automotive,
and medical equipment. This is due to a preference for suppliers with expertise in low-volume, high-complexity
products. North America also has strong manufacturing capabilities for advanced networking equipment and
communications infrastructure products. Many of these products are manufactured in North America by OEMs
such as Cisco, HPE, IBM, Dell, and Nokia, though a few manufacturers have moved offshore or to low-cost
regions. Similarly, medical electronics is expected to be one of the fastest growing segments due to high demand
for products such as advanced medical testing, diagnosis, and monitoring equipment.

The EMS market contributes to around 27% of total domestic production in CY2021. The electronics
manufacturing sector comprises of leading players such as Foxconn, Jabil, Flex, Lockheed Martin, Northrop
Grumman, and Raytheon. However, 80% of EMS companies in North America are small and medium-sized
companies.

Key trends in the electronics industry in North America

Rising demand for smart solutions: North America is a pioneer in the adoption of next-generation technologies.
In the last five years, the demand for loT-enabled devices has surged. Product differentiation and the development
of emerging technologies are significant drivers of change in the North American electronics industry. Artificial
intelligence and voice recognition also contribute to the industry's continued growth. Because of the advancement
of new technology, the electronics industry has evolved and now intersects with a wide range of segments,
including software, application development, robotics, and personalized health care.
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Shifting back production to the U.S. from overseas: The primary goal of the U.S. government's enforcement
of tariffs on imports was to bring manufacturing back to the U.S., which resulted in a trade war with China and
the blocking or revision of trade agreements. However, the trade balance and the preference of Chinese companies
to redirect investment into the U.S. hardly changed. Delays in delivery and rising freight charges have reduced
dependence on companies in other regions, especially China. Companies in the US are currently attempting to
regain some of the industrial output they lost to these low-cost regions:

e In October 2021, Micron Technology announced that the company planned to invest more than USD 150
billion in memory chip manufacturing and R&D, with a significant part of the investment to be spent in
the United States.

¢ In November 2021, Samsung announced it would build a USD 17 billion semiconductor plant in Texas,
the company’s largest US investment to date.

Shift from B2B to B2C: For many years, electronic manufacturing companies operated using the business-to-
business (B2B) approach. Now, with more manufacturing companies looking for ways to cut costs, companies
are turning to the business-to-consumer approach (B2C). With the use of the B2C approach, companies are now
working towards eliminating intermediaries, which helps them reach the clients directly; as a result, this increases
company profits and, in turn, reduces purchase costs. Additionally, the B2C approach enables the manufacturers
to collect accurate customer data, improving customer satisfaction.

Increasing adoption of 5G technology: The adoption of 5G technology among subscribers has increased over
the past two years, and North American mobile carriers have maintained momentum in the development of 5G
technology. These companies are planning to invest USD 300 billion in their network infrastructure between 2020
and 2025, 98% of which will be allocated to the rollout of 5G. Nearly two-thirds of mobile connections, or over
270 million connections in the region, are anticipated to have 5G by the end of 2025.

Growing adoption of 3D printing: North America has always been a technology leader by promoting innovation
through tax incentives. This has resulted in the scaling of start-ups in the region. Hence, R&D and prototyping
activities are large, which makes 3D printing a highly sought after technology in the region to develop prototypes.
Jabil's recent survey on the utilization of 3D printing indicates that over 50% of companies use in-house 3D
printing. By linking the region's quantum of R&D activities to the total available market, electronics
manufacturers can expect good growth.

Semiconductor market in the U.S.

In CY2021, semiconductor sales in the United States totalled to USD 265 billion. The market is expected to grow
at a CAGR of 9.4% until CY2026, reaching a market value of USD 415 billion. The U.S. semiconductor industry
has long been the global leader, consistently accounting for 45% to 50% of global revenues. However, the United
States' share of semiconductor manufacturing capacity has fallen from nearly 37% in 1990 to 12% in 2021.
Furthermore, only 6% of the new global capacity under development will be located in the United States,
compared to China with a capacity addition of 40% over the next decade.

The semiconductor industry in the United States has evolved tremendously; it is home to the majority of the
world's leading semiconductor companies, including Intel, Western Digital, and Qualcomm, which cater to several
segments such as processors, memory, and communication devices. In addition, the country is an innovation hub
for start-ups, and it spearheads semiconductor innovations such as DNA memory and Al chips.

Chart 3.5: U.S. semiconductor market, value in USD billion, growth in %, CY2016-CY2026E
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North American EMS industry

The EMS market in North America was valued at USD 91 billion in CY2021 and is expected to grow at a CAGR
of 4.8% to reach USD 114 billion in CY2026. During the past decade, the region has lost market share due to
offshore activities and changes in manufacturing investment. The offshoring tide has since been curtailed, and
now investment is returning to the region, which has focused on low-cost production regions like Mexico and
Central America.

The U.S. remains very attractive for the low- to medium-volume and complex electronics product manufacturing
sectors, predominantly in the medical, telecom, IT, automotive, industrial, and military/aerospace divisions. The
total addressable market is still quite large, growing and estimated to be five to seven times the size of the current
EMS market. In case of Avalon Technologies Ltd., the presence of a full-fledged manufacturing capability in the
U.S. offers it a unique competitive advantage in North American markets. Avalon has significant levels of vertical
integration in EMS, which is a key strength for its presence in the market.

Chart 3.6: North American EMS market, value in USD billion, growth in %, CY2016-CY2026E
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North American EMS market segmentation by end-user industries

Telecom — North American telecom equipment manufacturing is expanding moderately, though it has taken a
slight hit in high-end equipment such as enterprise LANS, cellular infrastructure, optical routers, and carrier-class
switching equipment. Other communications products, such as satellites, radios, and traffic management systems,
are broadening the market in this region. Additional networking, data communications, and switching equipment
innovations also contributed to the small growth of assembly services in Mexico, Canada, and the U.S. The
majority of new products are produced by start-ups in the U.S., which is expected to increase demand for EMS
services in the coming years. The Telecom/Communication segment, which includes Telecom equipment, 5G,
Satellite, Digital Infrastructure, is estimated at USD 29 billion in CY2021, and is expected to grow at a CAGR of
5.2%, to reach USD 37 billion by CY2026 in North America.
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IT hardware — The IT hardware market in North America has seen massive added value in recent years. Although
APAC has dominated motherboard assembly and ODM, EMS companies in North America are more focused on
complex process control and white-box devices used in specific applications. Mexico is the favored destination
for most contract manufacturing companies to assemble products to be exported to the U.S., and the rest of the
region. The IT hardware segment is estimated at USD 18 billion in CY2021 and is expected to grow at a CAGR
of 4.2%, to reach USD 22 billion by CY2026 in North America.

Consumer Electronics and Appliances (CEA) — Consumer electronics, comprising of home appliances, mobile
phones and IT products, is the second largest revenue-generating industry vertical. In terms of design and
manufacturing, consumer electronics in North America has always been a niche industry. At present, suppliers
are trying to keep their manufacturing facilities in the low-cost regions. Manufacturing of consumer electronics
products will inevitably migrate to North America as volumes increase and production capacity stabilizes. The
CEA segment is estimated at USD 11 billion in CY2021 and is expected to grow at a CAGR of 3.4%, to reach
USD 14 billion by CY2026 in North America.

Industrial — Contract manufacturing of industrial electronics has grown in North America over the last decade,
particularly in the test and measurement segment, where capital spending investment has been increasing in recent
years. Major product areas such as industrial process control, power supplies, test and measurement for all sectors,
and scientific instrumentation have done well in the domestic economy and are now manufactured by smaller
EMS firms with strong client relationships. The Internet of Things is the primary driver in this market, but these
products are increasingly being embedded in larger board assemblies. For industrial products, most of the
assembly demand is being met by mid-sized companies, as large contract manufacturing companies are unable to
accommodate the low- to medium-volume/mix assemblies and lack the elasticity that this segment requires. The
Industrial segment, which includes power and automation products is estimated at USD 11 billion in CY2021 and
is expected to grow at a CAGR of 5.4%, to reach USD 14 billion by CY2026 in North America.

Automotive — Contract manufacturing of automotive electronics in North America is at a nascent stage but is
expected to grow positively. The demand for innovative automotive electronics in EVs and automated driving
will be strong. As long as R&D remains in North America, there is less chance of it being transferred to the Asia-
Pacific region. In comparison to China, Mexico currently offers the most competitive assembly solution. The
majority of automotive contract manufacturing assembly is done in the United States, depending on the type of
manufacturing assembly. The Automotive segment is estimated at USD 5 billion in CY2021 and is expected to
grow at a CAGR of 3.9%, to reach USD 6 billion by CY2026 in North America.

Medical electronics — Medical device electronics manufacturing services are a key revenue opportunity segment.
Though the COVID-19 pandemic has created a surge in demand for EMS in this vertical, it is important to
carefully assess the demand level for the medium and long terms. It is possible that the demand for critical and
life-supporting devices is at its peak, and it could decline and flatten in the coming years. The medical electronics
segment is estimated at USD 8 billion in CY2021 and is expected to grow at a CAGR of 6.4%, to reach USD 11
billion by CY2026 in North America.

Aerospace and Defense (“A&D) — High defense spending and the presence of leading commercial aerospace
companies such as Boeing, Raytheon, Collins and SpaceX, as well as emerging drone start-ups, will provide
growth in the medium to long term. The military and aerospace markets are still developing advanced electronics
for surveillance, communications, and cyber warfare that are supported by Al technology. Aerospace guidance
production will continue to grow, especially in imaging, signal processing, and smart weapons as military budgets
rise. The A&D segment is estimated at USD 7 billion in CY2021 and is expected to grow at a CAGR of 3.9%, to
reach USD 9 billion by CY2026 in North America.

Clean Energy: North America is the most important region in the development and adoption of hydrogen
technology. The region is actively executing measures to reduce emissions and support alternative clean energy
sources. Large CCS projects in the United States and Canada will drive future adoption of hydrogen technology.
Major O&G companies are investing in clean and renewable energy, CCUS, and bioenergy. Other segments which
includes clean energy, power, lighting, etc. is estimated at USD 2 billion in CY2021, and is expected to grow at a
CAGR of 5.1%.

North American EMS market segmentation by B2B and B2C

The North American B2B EMS market was valued at USD 60 billion in CY2021 and is expected to maintain its
dominance, reaching USD 77 billion in CY2026, while the B2C market is smaller. In CY2021, the B2C market
was valued at USD 31 billion, and it is expected to grow to USD 37 billion by CY?2026.
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Chart 3.7: North American EMS market - Segmentation by end-user industries, value in USD billion,
growth in %, CY2016-CY2026E
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Chart 3.8: North American EMS market - Split between B2B vs B2C, value in USD billion, growth in %,
CY2016-CY2026E
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PCB assembly market opportunity

The PCBA market was valued at USD 18 billion in CYY2021 and is expected to reach USD 23 billion in CY2026.
The market is expected to grow at a CAGR of 4.6% to 2026. Leading PCBA players in the U.S. are Rush PCB
Inc., Titan Circuits, Journey Circuits Inc., TechnoTronix, Advanced Circuitry International (ACI), Optima
Technology Associates, Inc., Red Board Circuits, LLC, NexLogic, A.C.T. (USA) Int’l LLC., and OnBoard
Circuits, among others.

Chart 3.9: North America PCB assembly market, value in USD billion, CY2016-CY2026E
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Key growth drivers of EMS industry in North America

Implications of US-China trade war in the EMS market: The North American EMS market is benefitting from
the US-China trade tensions that are causing a reshoring of manufacturing back to the U.S. Several companies
like Apple, Lenovo and GE are shifting a part of their EMS strategy back to the U.S. This is further strengthened
by the supply chain issues caused by the COVID pandemic, inducing OEMs and EMS companies to rethink their
supply chain strategy to be one that is reliant on the local network.

Greater emphasis on vehicle electrification: The expansion of EV industry owing to the rising stringency in
government policies to curb the carbon footprint will encourage automakers to opt for electronic manufacturing
services. EMS proficiency in the automotive sector includes box build assembly, PCB assembly services, and
module assembly to provide high-volume production units to the OEMs. America is the second leading EV market
after China with, specifically, the US having a well-developed charging infrastructure that supports the growth of
EV sales. EMS companies need to increase collaboration with companies across the EV ecosystem from
Integrated Circuit (IC) design houses to Outsourced Assembly and Testing Service (OSATSs), Car OEMs, and
third-party testing and certifications.

Impact of Canada-United States-Mexico Agreement (CUSMA): On November 30, 2018, Canada, the U.S. and
Mexico signed the new Canada-United States-Mexico Agreement (CUSMA), which was approved on July 1,
2020. The successful implementation of CUSMA will have a major influence on the development of the North
American electronics industry over the following few years.

Adopting digitization and industry 4.0: EMS companies are investing in the technological upgrading of their
facilities by adopting digitization and industry 4.0 concepts. This will improve productivity and capacity, thus
giving companies the capability to win more contracts. A majority of the market participants are progressing in
this direction; hence, this factor will evolve into a significant driver in the medium to long term.

Internet of Things: Industrial products manufacturing saw an uptick in 2021 compared to 2020 or 2019 figures.
This was mostly true for the test and measurement industry, where capital spending investment has been growing
since 2013. Other product areas such as industrial process control, semiconductor equipment, power supplies, test
and measurement for all sectors, robotics, and scientific instrumentation have done well in the domestic economy
and accordingly are manufactured by smaller EMS firms who have good relationships with their customers.

Emerging trends of EMS industry in North America

Emerging technologies to improve operational efficiency: Both the EMS firms and the ODMs nowadays are
capable of manufacturing increasingly complex products. Advanced computing and communications switching
products need very sophisticated manufacturing know-how which is no longer maintained by OEMs. By using
EMS subcontractors, OEMs have lost the capability to manufacture their hardware products in-house and their
livelihood is more and more dependent on their EMS partners.

Digitization to improve manufacturing scalability: The need to have real-time information on Key Performance
Indicators (KPIs) of supply chain, inventory, production, and other operations was pronounced, provoking an
increase in investments in industry 4.0 technologies. Some EMS companies that invested in futuristic
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technologies, such as robotics and AR, found it easier to manage production scaling with flexibility, while
ensuring that employees are distanced enough physically.

Incubating most advanced technology and passing to low-cost region: The trend in the United States and
Canada has been to incubate the most advanced and latest innovative technology and then pass it on to Mexico or
APAC once there is the requirement for high-volume production and cost reduction. The ODM assembly market
in North America will be limited outside of mobile and wireless phones and networking equipment.

Key challenges of EMS industry in North America

Regulations and Violation of IP: Compliance with stringent domestic regulations and trade tariffs is impacting
the EMS industry and forcing OEMs to build in-house manufacturing capabilities. Also, the rise in cases of
violation of Intellectual Property Rights (IP) is significantly impacting contract manufacturers in North America.
The medical equipment sector is a very niche-oriented field with many challenges and is sensitive to IP protection.
Not surprisingly, EMS and the ODM companies are inclined to be vertically focused in this sector, as in the
defense and automotive markets, which require gaining in-depth knowledge.

Low operating margin: A majority of the market participants face challenges with respect to the operating
margin. A low operating margin is viewed as an impediment to growth, considering the impact it can create on
expansion plans.

Supply chain delay: Supply chain delays causing a shortage of components are likely to impact in the short term.
Stress in the supply chain pre-dates COVID. Trade tensions, mainly between the U.S. and China, intensified with
the introduction of exceptional tariffs and sanctions on Chinese companies, and are still having an impact and are
yet to rebalance the supply-demand ratio.

Overview of the Indian Electronics Industry
Indian Electronics industry

Overview of Indian electronics industry - Total market and domestic consumption

Electronics is one of the fastest growing industries in the country. The total electronics market (domestic
electronics production and imports of finished goods) in India was valued at INR 9,263 billion (USD 124 billion)
in FY22, and is expected to grow at a CAGR of 17.9% to reach INR 17,902 billion (USD 240 billion) in FY26.
The landscape of the industry is changing significantly, and revised cost structures have shifted the focus of
multinational companies onto India.

At present, the Indian government is striving to strengthen manufacturing capabilities across several electronics
industries and to fill in the gaps in order to make the Indian electronics sector globally competitive. India is
positioned as both a high-quality destination for design and a cost-effective option. Low manufacturing costs, a
skilled workforce and a vast geographical area are some of the driving elements behind the development of India's
electronics ecosystem. Also, the manufacturers are slowly shifting their focus on product mix from high-volume,
low-margin (HVLM) products to low-volume, high-margin (LVHM) products.

The demand for electronic goods in India has grown significantly in recent years. The domestic electronics
consumption market is estimated at INR 8,117 billion (USD 109 billion) in FY22, and is expected to grow by
10.5% to reach INR 12,091 billion (USD 162 billion) in FY26. An increasing electronics penetration in semi-
urban and rural markets, a shift in lifestyle among the Gen Y population, and adoption of smart gadgets are some
key drivers supporting domestic consumption.

Chart 4.1: Indian electronics and domestic electronics consumption market, value in INR billion and USD
billion, growth in %, FY16-FY26E
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Indian domestic electronics production vs. exports vs. imports

Domestic electronics production accounted for approximately 69% of the total electronics market in FY22, valued
at INR 6,376 billion (USD 86 billion), and is expected to grow to approximately 85% by FY26, valued at INR
15,159 billion (USD 203 billion), owing to various government initiatives and the development of India's
electronic ecosystem. India has the potential to be one of the most attractive manufacturing destinations and
supports the objective of the "Make in India for the World" policy. The government is spearheading
various policies and initiatives in the electronics industry to build the complete electronics manufacturing
ecosystem, in order to propel India into the top five countries for electronics production and the top three countries
for electronics consumption.

The government’s stated objective of enhancing manufacturing capability within India has been backed by the
creation of a favorable environment. Whether it is the increase in customs duty for certain products or removal of
duties on components, or encouraging local component manufacturing, there has been an appreciable movement
to drive domestic manufacturing. The government has also taken several steps towards increasing the ease of
doing business, which has resulted in increased manufacturing set-ups by multiple foreign manufacturers in the
country. This environment has certainly encouraged the EMS market as electronics brands/OEMs continue to
push for collaboration and partnership.

The total import value of finished goods in the electronics industry was valued at INR 2,887 billion (USD 39
billion) in FY22, compared to INR 1,736 billion (USD 23 billion) in FY21. A shortage of chips has slowed down
domestic manufacturing in the last quarter of FY22 which resulted in higher imports of electronic products. China
and Hong Kong accounted for approximately 63% of India's total electronic imports in FY22. Imports from the
United States, Japan, and Taiwan now meet the majority of semiconductor demand. To reduce reliance on imports,
the government is developing electronics manufacturing clusters (EMCs) across the country to provide world-
class infrastructure.

The value of total exports increased by 40% in FY22 to INR 1,146 billion (USD 15 billion), compared to FY21,
which was worth INR 818 billion (USD 11 billion). As domestic production increases, the export market is
expected to grow significantly over the next four years at a CAGR of 50.1% to reach INR 5,811 billion (USD 78
billion) in FY26. The top three leading products in the export category are mobile phones, engine control units,
and industrial machinery. India holds a superior design competence and the availability of a talented workforce at
lower wages compared to China, which fortifies its position as the futuristic, domestic-cum-export-oriented
manufacturing destination.

Chart 4.2: Indian electronics market - Split between domestic production, imports and exports, value in
INR billion, USD billion, growth in %, FY16-FY26E

196



GN “n

FY16 FY17

= Total domestic electronics production 2,433 3,173
® Import of finished goods 1,556 1,391
Electronic exports 391 400

&%

Total domestic
electronics production
CAGR (FY16-FY22): 17.4%
CAGR (FY22-FY26): 24.2%

(74 (21)
(6) (6)

(57)

(25) (’8) (23) (23)
©) (12) (11)

FY18 FY19 FY20 FY21
3,883 4,580 5,336 5,545
1,685 1,981 1,608 1,736
412 619 829 818

Import of finished goods
CAGR (FY16-FY22): 10.8%
CAGR (FY22-FY26): -1.3%

(203)

(157)

(124)
(101)
(86) (78)
(56)
(39) (41) (40) (40) (37)
1s) (25) (38)

FY22 FY23E @ FY24E | FY25E @FY26E
6,376 7,524 9,255 11,661 15,159
2,887 3,040 3,001 2,968 2,743
1,146 1,834 2,824 4,151 5.811

Electronic exports

CAGR (FY16-FY22): 19.6%
CAGR (FY22-FY26): 50.1%

*Values in brackets are in USD billion

Note: E refers to Estimate Source: MeitY, ELCINA, Frost & Sullivan Analysis

Indian domestic electronics production - Including and excluding components

Electronic component production accounts for only 15% of the total production market, valued at INR 937 billion
(USD 13 billion) in FY22, and it is predicted to grow at a CAGR of 41.8% to FY26 to reach INR 3,790 billion
(USD 51 billion). The value of electronics production excluding components was INR 5,439 billion (USD 73
billion), which is expected to grow at a CAGR of 20.2% during the same period.

India is finding its way to be a part of the global value chain to increase production and exports of electronic
products and components. Consumer electronics and appliances, the automotive industry and the medical
electronics sector are expected to provide excellent possibilities for boosting electronics manufacturing in India.
The biggest challenge for India is to make a fast transition to the manufacture of high-technology products.
Electronic products do need continuous design modifications, as end-users expect creativity and continuous
innovation.

Chart 4.3: Indian domestic electronics production market (including and excluding components), value in
INR billion, FY16-FY26E
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Indian domestic electronics production - Split between in-house manufacturing and EMS

Chart 4.4: Indian domestic electronics production market - Split between in-house manufacturing and
EMS, value in INR billion, growth in %, FY16-FY26E
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Domestic electronics production by OEMs with in-house capabilities currently accounts for nearly 77% of India's
total domestic production market, estimated at INR 4,908 billion (USD 66 billion) in FY22. Many OEMs develop,
design, and manufacture electronic products in-house. However, this scenario is slowly shifting to EMS partners.
EMS providers are gradually evolving to offer complete design services in addition to contract manufacturing,
which benefits both EMS providers and OEMs. This strategy allows EMS providers to gain higher margins, while
OEMs benefit by outsourcing manufacturing and design activities, enabling them to focus on other expansion
activities.

Due to the large, complex and highly competitive nature of the electronics industry, OEMs may now focus on
marketing and aftermarket services, leaving manufacturing to EMS partners. Frequent technology changes, which
an EMS company with economies of scale is better positioned to accommaodate, allow for better price negotiations
with raw material suppliers compared to OEMs.

Indian domestic electronics production - Segmentation by end-user industries

Chart 4.5: Indian domestic electronics production market - Segmentation by end-user industries, value in
INR billion, USD billion, FY22 and FY26E
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India has one of the largest consumer bases in the Asia-Pacific region, and the country's electronics industry is
one of the fastest-growing in the world. Currently, India is the second largest mobile phone manufacturer in the
world, contributing to nearly 46% of production. Consumer electronics and appliances is the second largest
segment, with a diverse range of electronic products such as televisions, air conditioners, refrigerators, audio
players, and other household products. The electronics manufacturing industry in India has also started to focus
on high-margin products in segments such as industrial, telecommunications, automotive, medical, and others.
Clean energy and emerging communication technologies are upcoming, high-growth sectors. The clean energy
sector comprises solar, electric vehicles and hydrogen. The communication sector comprises telecom, satellite

198



and digital infrastructure. Aerospace, defense and medical are examples of high-precision manufacturing
industries.

Clean energy (Solar, Hydrogen and Electric Vehicles) — Solar: Globally, the energy sector is undergoing a
massive transformation, with the goal of making energy cleaner and more reliable. India, a key participant in the
Paris agreement, expects to generate 175 GW from renewable sources by the end of 2022, with solar energy
accounting for 100 GW. As the cost of solar PV modules has decreased, so has the adoption and commaoditization
of solar PV systems. In recent years, the Indian government has implemented various incentives to support
domestic production and reduce India's reliance on foreign suppliers.

Green hydrogen is an ideal power source for energy-intensive industries such as refining, steel, cement, heavy
mobility, and industrial heating. The government has taken ample initiatives to effectively integrate renewable
energy into the present energy mix. There will be an enormous opportunity to establish regional hubs for exporting
high-value green products. Large firms like Reliance, Jindal, and Adani are investing heavily in green hydrogen.
Recently, Adani and TotalEnergies have partnered to create the world’s largest and most cost-effective green
hydrogen ecosystem in India.

The electric vehicle industry is witnessing a substantial proliferation and market gain within the automotive
industry. As innovation and development in environmental sustainability and digitalization gain traction, the
electric vehicle is taking center stage. Hero Electric, Okinawa, Ampere, and Ather are the leading players in the
e2W segment, while Tata Motors, MG, Mahindra, and Hyundai are the automotive giants that are currently leading
the electric vehicle revolution in the e4W segment.

Mobility (Automotive, Railways and Aerospace) — Automotive electronics have become an essential aspect of
the shift from conventional mechanical systems to electronic systems. The development of automotive electronics
for a variety of vehicular applications such as body electronics, entertainment, safety, electrification, and driver
assistance all contribute to the market's rapid expansion. The Indian automotive electronics business imports 65%
to 70% of electronic components for vehicles because of the unfavorable manufacturing and distribution
ecosystem in India. However, various government and business initiatives are slowly strengthening the ecosystem
and resolving this situation. Leading players in automotive electronics include Bosch, Continental, and Denso
among others. Customer preferences for an in-vehicle digital experience, along with an increase in embedded
linked services, will continue to transform the industry. Digitalization would be at the heart of this transformation,
resulting in increased use of electronic components in the automotive sector.

India's railway network is the world's third largest in terms of total size. By adopting digitalization in all elements
of its operations, including asset management, signaling, production, and passenger information systems, the
railways are on pace to increase their revenues and enhance the passenger experience. 10T has the potential to
impact railway technology due to its unique feature of connected mobility, potentially enhancing the reliability
and safety of the railway infrastructure. The railway industry is characterized by long lead times for customer
acquisition, onboarding, prototyping, OEM approvals and subsequent production, given the criticality of
requirement. Consequently, there are high barriers of entry for this vertical. Additionally, there are several global
OEM s operating in railway signaling technologies such as moving block technology, which permits trains to travel
in order of braking distance, improving capacity on multiple lines and operating in complete safety. Global OEMs
like Siemens, Thales, Hitachi, Alstom, and Bombardier control the Indian market. All these companies have
Indian subsidiaries to meet the needs of local production.

In India, the aerospace industry is growing considerably, with rising activity from both the defense and civil
aviation segments. India is one of the world's largest civil aviation markets, with various improvements in
infrastructure and services having been undertaken. Passenger traffic in India is expected to grow at a robust pace
of 6.2% by 2040, owing to the country's economic growth and increasing middle class. According to Airbus and
Boeing, India will require over 2,200 new aircraft over the next 20 years to meet demand. Because of its
unprecedented growth, electronics has emerged as a strategic and profitable industry in the aerospace segment.
Similarly, as the country's defense capital expenditure is constantly growing, there are also numerous opportunities
in aerospace and defense.

Communication (Telecom and Satellite, Digital Infrastructure) — India is currently the world's second-largest
telecommunications market. Over the next five years, increased mobile phone penetration and reduced data
prices will add 500 million additional internet users in India. There is a need for deep penetration of broadband
networks to propel the telecom and networking products sector in India. The government's push for the availability
of broadband in remote areas of the country is a key demand driver for the telecom segment. Also, the increasing
focus on the 5G sector is driving this segment. India’s current market penetration in optical fiber connectivity is
not more than 30% of mobile towers and 7% of total households. Significant fabrication and infrastructural
improvements are required to bring in 5G and high-speed connections, and this will be a key focus area in 2022
and beyond. Ericsson, Nokia, Samsung, ZTE, and Huawei dominate the telecom equipment market in India.
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India's space program is among the most cost-effective in the world. India has gained international acclaim for
successfully launching lunar probes, constructing satellites, transporting foreign satellites, and even reaching
Mars. As ISRO develops cutting-edge technology and interplanetary exploratory missions, there is a huge
opportunity for companies to contribute to operational missions. As various government initiatives have been
announced, many Indian companies and start-ups have started showing an interest in space activities and services.
More than 100 SMEs in India are working in the space sector, and key spacetech start-ups are Pixxel, Bellatrix
Aerospace, and Vesta Space, among others.

Industrial (Power and Automation) — The automation industry in India has grown significantly over the last
decade as a result of growing demand for reliable and cost-effective manufacturing. The rapid adoption of modern
technology, backed by cost-saving features, is driving growth in this market. The demand for factory automation
solutions in India is anticipated to surge with an increase in domestic manufacturing and an emphasis on increased
process efficiency. Industrial Automation is currently focused on promoting Industry 4.0, or the digitization of
industry, with 110T-based solutions for smart manufacturing. The Indian government has taken a number of steps
to create a healthy environment for the growth of the country's industrial sector. These steps include approving
PLI schemes and improving the electronics supply chain and assembly industry, which will be a key growth driver
for this sector.

Medical devices — The Indian medical devices and equipment market is undergoing dynamic change due to the
emergence of advanced technologies, changing clinical and administrative needs, and the introduction of new
policies and regulations, which are compelling industry participants to innovate in order to maintain their
competitive advantage. There is a huge gap between the current market demand and supply of medical devices in
India, and this presents a significant growth opportunity for the medical devices industry in India.

Trend of global companies setting up manufacturing in India

As the cost structure of Chinese electronics contract manufacturing keeps going up, especially with the changing
geopolitical situation, OEMs are becoming more interested in moving electronics production to other countries
with similar costs, quality, and openness. Given tariff issues and supply chain disruption, there is an urgency to
investigate realistic alternatives to manufacturing in China. However, transferring manufacturing operations is not
an easy task. The integration of sub-tier vendors for metal fabrication, plastics, and other mechanical components
in China reduces product cost, efficiency, and time-to-market. Due to the above factors, OEMs are considering
adding another country for increased production rather than replacing China entirely, and are looking into
production locations like India, Vietnam and Indonesia.

Some of the notable expansions announced recently:

e In 2022, Reliance Strategic Business Ventures Ltd (RSBVL), a subsidiary of Reliance Industries Ltd
(RIL), has entered into a joint venture with Sanmina Corporation worth INR 16.7 billion, with a 50.1%
stake. According to reports, the JV will focus on telecom infrastructure (5G), medical and healthcare
systems, industrial and cleantech, defense and aerospace, and also plans to establish a manufacturing
technology center of excellence that will serve as incubation for the product development and hardware
start-up ecosystem.

e In 2021, TATA Electronics (TATA Group) stated that it will invest INR 57 billion (USD 790 million)
as part of its phase 1 investment in an industrial complex in Tamil Nadu, India, to construct a phone
component manufacturing facility.

e In 2021, Jabil announced it is going to invest INR 20 billion (USD 275 million) in Pune and plans to
venture into smartphones, home appliances, mobile spare parts, and food packaging.

e Dixon Technologies, a provider of electronic manufacturing services, announced in 2021 that it would
invest approximately INR 6 billion (USD 80 million) to build new capacity in India in the mobile devices,
laptops and tablets, telecom equipment, and LED components sectors.

o Flex, a U.S.-based manufacturer of electronic components, announced in 2020 that it is considering
increasing its investment in India to approximately USD 12 billion to expand its manufacturing
capabilities and boost exports from India.

Key growth drivers for the electronics industry in India
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Investments by local and global players in India: The higher growth rate in India vis-a-vis the global market is
because of multiple factors - consistent local demand for electronic products, the government’s focus on domestic
manufacturing, and programs like ‘Make in India’ and ‘Digital India’, which have led to increasing manufacturing
investment in the country. The Make in India initiative, tax and duty support, and government support through
policies, most notably, MSIPS and PLI scheme, have been instrumental in encouraging new investment from
EMS companies.

China + 1 Strategy: There is a new urgency to examine practical alternatives to manufacturing in China given
the tariff conflicts and the after effects of the COVID-19 pandemic, supply chain issues, along with rising
manufacturing cost structures and the changing geopolitical landscape. However, transferring production
decisions is not straightforward as there is a strong vendor integration into all major components in China. This
improves the product cost, efficiency, and time-to-market. Due to the above factors, OEMs are considering an
alternative country for additional production rather than completely replacing China. India is well positioned to
benefit from global OEM’s strategy towards “China + 1” for supply chain diversification.

Localization of supply chain: High domestic volumes and consumption, and higher outsourcing volumes will
influence domestic electronics manufacturers to apply the component ecosystem locally and enhance local
component sourcing capabilities, thus making the ecosystem stronger and closer-knit. Tier-2 companies
(companies supplying products to Tier-1 companies/OEMS) are increasingly focusing on product localization,
innovative product design, and R&D. However, the extensive financial costs involved in setting up manufacturing,
capacity additions/expansions, R&D, manpower, etc. influence them to leverage EMS services. In 2014, there
were only two companies in India manufacturing mobile phones; this has increased to more than 270 in 2020.

Emerging technologies: Electronic product life cycles are becoming shorter due to rapid technological
advancement and newer products with upgraded technology. Also, changing customer attitudes and various
consumer-to-consumer websites have made it relatively easy for customers to replace existing electronic devices
with newer products. Increased demand for high-speed data has also contributed to rising demand for premium
smartphones. This growing preference for high-tech products has fueled rapid innovation in the consumer
electronics industry. Emerging technologies such as 10T, Al, and the incorporation of robotics and analytics in the
industrial and strategic electronics segments have all contributed to the overall development of electronic
products, which has boosted local demand.

System automation: Indian design companies work on end-to-end product development. Advanced product
development with a focus on miniaturization, 10T, automation, Al, and defense applications is likely to be one of
the major market growth trends in electronics design. Advanced analytics and industrial automation enabled by
the 10T provide manufacturers with greater efficiency and productivity gains. Electronic Design Automation
(EDA) is a category of software tools used to design integrated circuits and printed circuit boards (PCBs). Until
recently, EDA software tools were primarily utilized in the semiconductor industry. However, the rapid growth
of Al, ML, the deployment of 5G communication, edge computing, and cloud computing have necessitated
hardware innovation, resulting in a high demand for electronic design automation software tools.

Policy initiatives that are driving domestic electronics manufacturing in India

The government of India is encouraging domestic manufacturing by supporting policies and initiatives that are
likely to lead to overall development of the ecosystem and will open up windows of opportunity for companies,
vendors, and distributors in the market. Incentives for local manufacturing, demand-side support through
government procurement, import barriers via duties and favorable steps like GST that reduce complexity of
operations, are pull factors for MNCs to invest in India. Some of the key initiatives/schemes/programs introduced
by the government in boosting the electronics industry in India include:

Make in India: In 2014, the government of India announced this initiative to
make India a global manufacturing hub, by facilitating both domestic as well as
international companies to set up manufacturing bases in India. As per the
scheme, the government released special funds to boost the local manufacture
of mabile phones and electronic components. It has also introduced multiple
new initiatives, including promoting foreign direct investment, implementing
intellectual property rights and developing the manufacturing sector. The Make in India initiative, a part of the
“Atmanirbhar Bharat Abhiyan” (Self-reliant India) program, would provide an additional boost to the country’s
business operations by encouraging removal of reliance on imports of low-technology products from other
countries and generating demand for local manufacturing. Atmanirbhar Bharat Abhiyan is planned to be carried
out in two phases:

e Phase 1: The emphasis will be on segments such as medical, textiles, electronics, plastics and toys.
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e Phase 2: This will focus on products such as gems and jewellery, pharmaceutical and steel, etc.

Production Linked Incentive (PLI) Scheme: This scheme was initially announced in 2019 by the government
of India and concerns the increase of investment and sales of manufactured goods specifically to the mobile phone
and component markets in India. It is expected to promote exports over the next few years. As per the scheme, a
total production value of INR 11,500 billion is expected, including INR 7,000 billion in exports, in the next five
years. PLI for large-scale electronics manufacturing was announced in April 2020.

Chart 4.6: PLI scheme in 13 key sectors for enhancing India’s manufacturing capabilities and enhancing
exports, Atmanirbhar Bharat, FY21-FY22

Approved financial outlay over a

Sectors Implementing Ministry/Department five year period (INR billion)

Mobile manufacturing and specified electronic components ~ Ministry of Electronics and Information Technology 409.5
Critical key starting materials/ drugs intermediaries, APIs Department of Pharmaceuticals 69.4
Manufacturing of medical devices Department of Pharmaceuticals 342
Advance Chemistry Cell ACC Battery NITI Aayog and Department of Heavy Industries 181.0
Electronic/Technology Products Ministry of Electronics and Information Technology 50.0
Automobiles & Auto Components™ Department of Heavy Industries 2594
Pharmaceuticals drugs Department of Pharmaceuticals 150.0
Telecom & Networking Products Department of Telecom 122.0
Textile Products Miuustry of Textiles 106.8
Food Products Ministry of Food Processing Industries 109.0
High Efficiency Solar PV Modules Ministry of New and Renewable Energy 15.0
White Goods (ACs & LED) Department for Promotion of Industry and Internal Trade 62.4
Speciality Steel Ministry of Steel 63.2
Total 1,661.9
# Financial outlay for Automobiles & auto components was revised on Source: MeitY (Ministry of Electronics and Information Technology),
September 2021 from INR 570.4 billion to INR 259.4 billion Invest India

As per the 2021-22 budgets, under the PLI scheme the government has allotted INR 1,970 billion to 13 sectors.
However, the financial outlay for the auto sector was revised in September 2021, bringing the total allotment
down to approximately INR 1,661.9 billion. Initially introduced in respect of mobile phone production, this policy
is being expanded to other sectors as well. The scheme has also been extended to white goods (such as air
conditioners and LED lighting) and a small number of electronic/technology products. The allocation for Mobile
Manufacturing and Specified Electronic Components is around INR 409 billion, which is significantly higher than
any other scheme. It has different thresholds of investment required for domestic and international companies.
Fully-integrated manufacturers are set to be the biggest beneficiaries of this scheme. The scheme will be
instrumental in helping India Inc. to become an integral part of the global supply chain.

a) Scheme for Promotion of Manufacturing of Electronic Components and Semiconductors (SPECS):
The aim of this scheme is to strengthen the electronic component and semiconductor manufacturing
ecosystem. Promoting the manufacture of electronic components and semiconductors through the
scheme will help meet domestic demand, increase added value and promote employment opportunities
in this sector. Incentives of up to INR 32.85 billion will be awarded under the scheme over a period of
eight years.

b) Merchandise Exports from India Scheme (MEIS): This scheme falls under the foreign trade policy of
India, replacing five previous similar incentive schemes. As per this scheme the government of India
provides benefits up to 4% depending on the country of export and the products exported. Rewards under
the scheme are payable as a percentage of realized free-on-board value, and MEIS duty credit scrips can
be transferred to the company for working capital requirements or used for payment of various duties
such as basic customs duty.

c) Modified Electronics Manufacturing Clusters Scheme (EMC 2.0): This scheme is aimed at
strengthening the infrastructure base of the electronics industry and broadening the electronics value
chain in India. The scheme provides financial incentives for creating quality infrastructure as well as
common facilities and amenities for electronics manufacturers. Financial incentives of up to INR 37.62
billion will be disbursed over a period of eight years.

d) Semiconductors and Display Fabrication Ecosystem: In furtherance of the vision of Atmanirbhar
Bharat and positioning India as the global hub for electronic systems design and manufacturing, the
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government of India has approved a comprehensive program for the development of a sustainable
semiconductor and display ecosystem in the country with an outlay of INR 76,000 Crore (>10 billion
USD). The program will usher in a new era in electronics manufacturing by providing a globally
competitive incentive package to companies in semiconductor and display manufacturing as well as
design.

The program aims to provide attractive incentive support to companies/consortia that are engaged in Silicon
Semiconductor and Display Fabrication, Compound Semiconductors/Silicon Photonics/Sensors (including
MEMS) Fabrication, Semiconductor Packaging (ATMP/OSAT) and Semiconductor Design. The following broad
incentives have been approved for the development of the semiconductor and display manufacturing ecosystem:

o Semiconductor and Display Fabrication: The schemes for setting up of Semiconductor and
Display Fabrication in India shall extend fiscal support of up to 50% of project cost on a pari
passu basis to applicants who are eligible and have the technology as well as the capacity to
execute such highly capital and resource intensive projects. The government of India will work
closely with the State governments to establish High-Tech Clusters with requisite infrastructure
in terms of land, semiconductor grade water, high quality power, logistics and a research
ecosystem to approve applications for setting up at least two Greenfield Semiconductor
Fabrication and two Display Fabrication units in the country.

o Semi-Conductor Laboratory (SCL): The Union Cabinet has also approved an initiative for
the Ministry of Electronics and Information Technology to take the requisite steps to modernize
and commercialize the Semi-Conductor Laboratory (SCL) in Mohali. MeitY will explore the
possibility of a joint venture between SCL and a commercial fab partner to modernize the
brownfield fab facility.

o Compound Semiconductors/Silicon Photonics/Sensors (including MEMS) Fabrication
and Semiconductor ATMP/OSAT Units: The scheme for setting up of Compound
Semiconductors/Silicon Photonics/Sensors (including MEMS) Fabrication and Semiconductor
ATMP/OSAT facilities in India shall extend fiscal support of 30% of capital expenditure to
approved units. At least 15 such Compound Semiconductors and Semiconductor Packaging
units are expected to be established with government support under this scheme.

o Semiconductor Design Companies: The Design Linked Incentive (DLI) Scheme shall extend
product design linked incentives of up to 50% of eligible expenditure and product deployment
linked incentive of 4%-6% on net sales for five years. Support will be provided to 100 domestic
semiconductor design companies in respect of Integrated Circuits (ICs), Chipsets, System on
Chips (SoCs), Systems & IP Cores and semiconductor linked design, to facilitate the growth of
not less than 20 such companies which can achieve turnover of more than INR 1500 Crore in
the coming five years.

o India Semiconductor Mission: In order to drive the long-term strategies for developing a
sustainable semiconductor and display ecosystem, a specialized and independent “India
Semiconductor Mission” will be set up. The India Semiconductor Mission will be led by global
experts in the semiconductor and display industry. It will act as the nodal agency for efficient
and smooth implementation of the schemes for setting up of Semiconductor and Display
Fabrication.

Avalon stands to benefit from the tailwinds of Atmanirbhar Bharat and the PLI scheme across verticals, which
would help in reducing import dependence and positioning India as an export hub. India has a unique competitive
advantage due to low labor costs, a diverse product offering, geographical diversification, etc.

Semiconductor market in India

In FY22, revenue from the Indian semiconductor industry amounted to INR 2,310 billion (USD 31 billion). The
market is expected to grow at a CAGR of 19.9% to FY26 and to reach a market value of INR 4,768 billion (USD
64 billion). The Indian semiconductor industry holds high growth potential as industries such as automotive,
telecommunications, and CE, which are heavily reliant on it, are growing rapidly. According to the India
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Electronics and Semiconductor Association (IESA), the country registered semiconductor consumption to the
value of USD 21 billion in 2019, and this will continue to grow.

India remains an important semiconductor design hub, and it houses the design centers of global semiconductor
companies such as NXP and Texas Instruments. The country aims to build a strong electronics manufacturing
sector due to the massive domestic consumption of electronic devices such as smartphones. The Indian
government is focused on enhancing the electronics system design and manufacturing ecosystem by offering
subsidies and incentives to manufacturing firms. It also allows 100% FDI to attract global companies through the
PLI and SPECS schemes. The advent of semiconductor manufacturing in India promises significant opportunities
for EMS manufacturing as a key component of the same is PCB design and assembly.

Chart 4.7: Indian semiconductor market, value in INR billion, USD billion, India, FY16-FY26E
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Demand for semiconductor chips in India is increasing and is expected to reach around USD 100 billion by
CY2025, up from USD 24 billion in CY2021. Currently, India's semiconductor demand is entirely met by imports.
Schemes in India such as the SPECS (Scheme for Promotion of Manufacturing of Electronic Components and
Semiconductors) and PLI seek to promote PCB, laminate, and pre-preg manufacturing. With a budget of over
INR 76,000 crores, the government envisioned a comprehensive program for developing semiconductor and
display manufacturing ecosystems in India. The government also announced incentives worth INR 2.3 lakh crore
for the companies. This is to help them position India as the global electronics and semiconductor manufacturing
center. As at February 22, 2022, the government has received proposals from companies worth INR 1.53 lakh
crore to help put India on the global map.

Indian EMS industry

Introduction and evolution of EMS industry in India

Chart 4.8: Evolution of EMS industry in India
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The Indian EMS industry is relatively young, having been established for nearly three decades. The EMS industry
has grown in prominence over the last decade, particularly in the last five years. The industry, which was
traditionally a domain of the PSUs, has seen the participation of a few MNCs and many private sector Indian
companies post-liberalization of the Indian economy. These companies were addressing the requirements of
consumer electronics OEMs and some of them were manufacturing for their global requirement. The Indian
market opportunity is driven by the expected geographical diversification by global OEMs of their manufacturing
needs to reduce dependence on China and the availability of government incentives and other schemes, among
others.

The years 2005-07 saw the first big ticket investment in EMS operations in India with the entry of Jabil Circuits
and Nokia. This triggered a series of large/medium-scale investments in the Indian EMS sector. The years 2013-
14 were less successful as Nokia wound up its India operation, however this setback was short-lived. By 2015,
global EMS giants had started showing an interest in India. Since then, the Indian EMS industry has embarked on
an upward journey. Now, with most of the global mobile phone manufacturers and their supply chain partners
investing in manufacturing, the Indian EMS industry is well-positioned to unlock its true potential in the coming
years. Avalon has over the years built a diversified industry presence that provides a natural hedge against global
market and industry cycle volatilities.

Value chain of EMS in India

Manufacturers in India lack mature set-ups due to large capex investments and long gestation periods. Europe and
the U.S. continue to dominate R&D and IP ownership of related work with most MNCs holding their IP in their
headquarter locations. However, India has a competitive edge in design services, since most such work is
outsourced to cost-effective destinations (China, South Korea, Thailand). In terms of manufacturing and system
assembly, India has an established set-up. Many EMS providers are slowly evolving to offer complete design
services apart from contract manufacturing. EMS players obtain higher margins through this model.

EMS providers in India have moderate maturity levels in packaging, distribution, repair, sales and marketing
functions to meet geographical standards and cater to local requirements. After-sales services, which include
repair and maintenance, are important for the Indian buyer and EMS companies having an extra ability to provide
these reverse logistics will be favored by OEMs, and at the same time would play a significant role in e-waste
management which is a huge concern globally. Many players such as Dixon, Flextronics, etc. are offering after-
market services such as repair, refurbishment, logistics, and vendor management. Among EMS service providers
in India, Avalon Technologies has a unique global delivery model, comprising design and manufacturing
capabilities across both India and the United States. Avalon is present across multiple industry verticals with a
focus on complex integrated solutions with significant engineering content, leading to profitability (in terms of
gross margins/EBITDA margins). Avalon’s wide customer base across various sectors reduces its dependence on
any one end-use industry and provides a natural hedge against market instability in a particular end-use industry.
Also, Avalon Technologies has one the largest installed bases of advanced computer aided engineering software
tools in India, to cater to growing demand in the electronic design automation vertical.

Chart 4.9: Value chain of EMS industry in India
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Market overview of EMS industry in India

Chart 4.10: Industry structure of EMS market in India, FY22
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* Bharat FIH Ltd. * Dixon Technologies India Litd. * Rangsons Electronics Solutions Pvt. Litd.
* Flex Industries Pvt. Ltd. * Amber Enterprises India Ltd. + Digital Circuits Pvt. Ltd.
* Wistron Infocomm Mfg. Pvt. Ltd. * Kaynes Technologies India Ltd. + East India Technologies Pvt. Ltd.
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* VVDN Technologies Pvt. Ltd.
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Source: Frost & Sullivan

There are nearly 700 EMS companies in the market, ranging from large to medium-sized to small players. Major
global companies are Bharat FIH, Flex, Wistron, Pegatron, Jabil; large Indian companies include Dixon, Amber,
SFO Technologies, Syrma, Elin, Avalon Technologies etc. Ambitious expansion plans and an increase in capacity
of Indian EMS players to capitalize on favorable policy initiatives ensure that the EMS sector in India will witness
heightened growth in coming years.

Mobile phones, consumer electronics and industrial electronics contribute to more than 75% of the total EMS
market in India. A few EMS providers are slowly evolving to offer complete design services apart from contract
manufacturing. This acts as a win-win situation for both EMS players as well as OEMs; EMS players obtain
higher margins through this model, and OEMs benefit by outsourcing manufacturing and design activities,
enabling them to focus on other activities. High volumes will influence EMS companies to establish the
component ecosystem locally and enhance domestic capabilities for component sourcing, making the ecosystem
stronger. Among EMS companies in India, Avalon Technologies is one of the leaders in the high value, flexible
volume provision of products and components, and it is also fully vertically integrated as an EMS service provider.
Avalon has a unique level of vertical integration in the industry, including PCB assembly, cable assembly and
wire harnesses, sheet metal fabrications, machining, injection molded plastics, magnetics and end-to-end box
build.

Chart 4.11: Indian EMS market, value in INR billion, USD billion, growth in %, FY16-FY26E
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Chart 4.12: EMS addressable market vs. contribution of EMS companies for goods made in India, value in
INR billion, USD billion, FY22 and FY26E
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