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Kind Attention: Mr. Amit Maheshwari/ Mr. Kaushal Patwa

TR,

Dear Sir,

fd9q /Sub: Kronox Lab Sciences Limited T YRTiad 3TgUI3il /Proposed IPO of
Kronox Lab Sciences Limited

SRIT V Felid YRET URa1d SEIa (ST AHTHR STagiie), YR wayfa iR fafwa
IS (&t GRT A U ETERvT 3R IH ey H QU M0 ITRY & He H, 7 Yiad foran
STl § 5 S} Sifa e IR g Ul 1§ fob 3 ity € / WiRela e ok faf
S (Yot &1 Frfae (39g) 3R Tediaur st fafad, 2018 [l (329 31 Bitcd TS
feariioR ReTRAeH) TATY, 2018] $ WAUHT iR 3T 7T SIS &1 Ui =gl [
T g, SR U 1w g8 SRe<) & b 310 Ties Taweier 3R / 1 Ul ASRER & Uy TdTd
A A B T Uga S B Bl gR Y IR eiferd wiaeri qur fu e sre=it
H1 U B3 | IWIad b Gay § B 71 fewfomt o1 iR fom 2raf enfe @1 urer fovan s
2, 31 o1 Femep 1" SR Aawe I H a1 T 8 | oo I it Hie X o wews H S
HiT ST T ¥ / PO IR U IBRvl ((STASR) B B 1d Bl TS 5, g TS SHUD]
P IR0 & IR R & I T § | T8 AR HA @t forHERY Ut § fob quft
3R TG U 1Rl fort WY |

With reference to the draft offer document in respect of captioned issue, clarifications
sought by SEBI and the replies submitted therein, it is stated that on scrutiny of the same,
deficiencies / instances of non-compliance of SEBI (Issue of Capital and Disclosure
Requirements) Regulations, 2018 (hereinafter referred to as SEBI (ICDR) Regulations,
2018) and instructions have been observed, which are required to be rectified / complied
with by you before filing the offer document with the Stock Exchange and/ or ROC.
Observations on the captioned issue and other conditions to be complied with are
indicated in Annexure 'I' and ‘II'. It may be noted that the deficiencies / requirement of
additional disclosures listed in the Annexure are merely illustrative and not exhaustive. It
is your responsibility to ensure full and true disclosures.

At e, "o selen Sar-Ft P, HaE - Yoo oue
SEBI Bhavan, “G” Block, Bandra Kurla Complex, Mumbai — 400 051
www.sebi.gov.in | 022 - 2644 9000 / 4045 9000
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1. g I TS HAOR §1F & 1, 3114 Ig IR B o i vagaiel / ol IR
% YT U4 Gdld ol GIRId R 4 Ugel Hardes | & gs fewfordt / =l ofife & SifuR
URATd GXdldsl § §qald o [l Y | Ul ASER / Wi Tofdsl & Ui Sifad
TRATd a9l GMRAe - ¥ Ugd SHUD! §H Teb U Holdhx 39 &1 &1 gfY -t gl
P SUETIIR Faad Hx o MU § SR 1 g1 I8 off a1 81 b Ul fewyoft / =
3M1fe; & TR Seea Y fhu U E | SHP SaTar 3R H1g Wt geara Tt A fafaa
TeHfa fere faar 181 fopw smaa |
As Book Running Lead Manager (LM), you shall ensure that all changes are effected
based on the observations/ conditions contained in the Annexure before you file the
offer document with the stock Exchange/ ROC. A letter confirming these changes
and explaining, in seriatim, the manner in which each observation / condition has
been dealt with along with your comments should be submitted to us, before filing
the final offer document with ROC / Stock Exchange. NO FURTHER CHANGES
SHOULD BE EFFECTED WITHOUT SPECIFIC WRITTEN CONSENT OF SEBI.

2. gg Wy foar o § & urdia ufayfa ik fafmg & (@) & e vde gxaed
(TR SidgHC) GIRG T Bl 3 Tl Hf TR ¥ T8 9 Il WY fob Aat gRT 39
TR e e Gl TS € | &l 7 o 39 91 B Pl foIaR! odT ¢ o forg oy a1
RSl (e & fog Fefe (3%g) A S &1 WRard § Sus! o Rufd ordt §
31 1 g1 56 91 1 Rrmet ol & fob Wi axdra 7 < I8 SR A1 e b T
ML g | 3R udy (Ais FHo) A g8 THIId foean g o wRdTa axaras H &Y
Tty (fEerioR) i T € 9 A dR W yaie & iR S il (REeivr)
YT AT TREOT & ey W I Y AN el & fafgHl & Ui & 3uR fdbu
T | el uey® I8 ft gRfYd ¥ fas Tar yRea fayfa ok fafa & (st
o1 A @3g) iR udmdlanr sent) fafvam, 2018 [{dl (37 31 FHftcd T8
fSeaiioR ReraREcs) Yy, 2018] & 3FHR f {1 ST | THT &A1 34ieT
g?;i%, difds =T wrTiad =i (37) § fHa% a3 & ey T 9a-gagiex Holg

I

It is to be distinctly understood that submission of offer document to SEBI should not
in any way be deemed or construed that the same has been cleared or approved by
SEBI. SEBI does not take any responsibility either for the financial soundness of any
scheme or the project for which the issue is proposed to be made or for the
correctness of the statements made or opinions expressed in the offer document.
The LMs have certified that the disclosures made in the offer document are generally
adequate and are in conformity with SEBI regulations for disclosures and investor
protection in force for the time being. The LMs are advised to ensure the same with
respect to SEBI (ICDR) Regulations, 2018. This requirement is to facilitate investors
to take an informed decision for making investment in the proposed issue.

3. g N TRe I Wy o o § & aafl 59 a1d &t foiert Tar ©u § fefaeat
(STG3R) SO D1 BT § b TG GAaS] H THKT SIE] SHBR] Uahe Bt oy 3R
S T8 SIR Tt g, O ot sl yeive! (efts Aiord) § ortférd | fob 3 s ghifera
TR & Tory gt e (s feferei) aRd fop durtt srot foierial 9gt €1 9 AT,
3R i 3= @ spmil wEyd! A YR ufayfa ok o 918 (e deeR)
fafrem, 1992 [{eft (Fele so) TgeRrg, 1992] & SIUR Hall & TR X deRdl §d
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|

It should also be clearly understood that while the Issuer Company is primarily
responsible for the correctness, adequacy and disclosure of all relevant information
in the offer document, the LMs are expected to exercise Due Diligence to ensure
that the Company discharges its responsibility adequately in this behalf and towards
this purpose, the LMs have furnished to SEBI a Due Diligence Certificate dated
January 25, 2024, in accordance with SEBI (Merchant Bankers) Regulations, 1992.

4. BIANP, HUA! TRATG XIS Sliad R o I gl HuT MffRTH, 2013 &t YRT 34 &F
dgd & 7T Tt oft arerar ¥ gad A 8 Sl A1 98 I ey $ SER o 9
arelt Hopdt 1 Tt 1S 3y HoR O T g e g1 Wi, Sl Garfad i & ey H
ST SRERI BT | BTelp, el URATa garasl & &ls S{Haiddr a1 $H1 U M R S
1} 3rft Usieet & RAew PRaS P bl g |

The filing of offer document does not, however, absolve the company from any
liabilities under Section 34 of the Companies Act, 2013 or from the requirement of
obtaining such statutory or other clearances as may be required for the purpose of
the proposed issue. SEBI further reserves the right to take up, at any point of time,
with the LMs any irregularities or lapses in offer document.

5. fooufl +ft v mweht o fosmo H T 3o it Ieerg el fovar Se, St urey v
GEa (STUE HTHR Saghic) & €1 T8 IHeR ¥ A 81 | 59 GaY § 3T e
ﬁﬁw%wﬁam'—ﬁarfﬁﬁw 2013 I YRT 36 & WAUT] Bt 3R Hfvd faar
Sdl & |
Any publicity materials / advertisements should not contain matters extraneous to

the information contained in the draft offer document. Attention is specifically
drawn to the provisions of Section 36 of the Companies Act, 2013.

6. 3R Ueiye T8 YATEd B & uRda wfafa ok fafra i (gt &1 Ffem (3=q)
R TP ImRuT g fafvad, 2018 & fafam 25(1) SR STEL- 11 F AR SWRIad
i (32g) & de§y F Wi WY BI T0HT f6Y USR B T8 ¢ SHDT T K
faavor, guiufa, Su-ft IoReR & Tel udieey eifad vy 9 & 9 et & ofiar /
Wl TRTAS & U UATa-UF (Tex 31 3R TR ot oM & I1d it & ieR,
éﬁi%mwmﬁmmaﬁquﬁwaﬁ&mﬁﬂém%ﬂqﬂﬁmmﬂﬂ

T |

The LMs are advised to ensure that a detailed calculation of filing fees in relation to
the captioned issue in terms of regulation 25(1) and Schedule Il of the SEBI (ICDR)
Regulations, 2018 is submitted to SEBI within seven days of filing the Prospectus
with ROC/ within seven days of filing the Letter of Offer with the stock exchange, as
the case may be, along with details of filing fees paid till date.

3 S B 3feT Bt §, I 98 araa # siT Bt o arell Wi ¥ &4 &), df W A
SO Ueiefeh g JAET DT 3R 30 §1d B g BT fob Jefl B ANBIY 3rey fohy
ST & TaY H 39 ATl & S-S UIae & ure fhar T g |
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If filing fees paid by you is less than the actual fees required to be paid, the LMs are
advised to ensure and confirm compliance with the provisions of Schedule Il of the
said Regulations in regard to payment of the balance fees to SEBI.

3O S Y 31e] B 8, e a8 add § i3I 1 o areh B ¥ e 8, i 3 |
319 Y&t ! Yfrd B fos fpeit i dieTs oI &, 91 81 3119 gg Hi ST b e
HeTS WM dTelt B B IBH ot TUFT B Dt g IR Jdl @] fbdd A1 R dP §R1

BT |

If filing fees paid by you are more than the actual fees required to be paid, you are
advised to inform SEBI about the amount to be refunded, along with detailed
calculation of amount refundable and name of the person in whose favour the

cheque may be issued by SEBI.

7. yaifad T (32) 39 Siftd U & oI 81 & ARG ¥ 12 T o HieR U1 e
(TS P / Fiokp ) & forg Wi S Ihar § |

The proposed issue can open for subscription within a period of 12 months from the
date of issuance of this observation letter.

8. MUY IRYUB P T P Wi & Ga & HidR 31T IR 150%d B |

You are requested to submit your response within 15 days of the receipt of this letter.

R/ Place: Hag / Mumbai f |
g\/\q M(f%

(Sanjukta Mahala)
Terad HeTUdYd

Assistant General Manager
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Annexure |
OBSERVATIONS

. Please refer to our letter/email dated December 22, 2023, February 26, 2024, and

your reply vide letters/ email dated January 2, 2024, March 4, 2024, March 20, 2024
and April 4, 2024 and all other correspondences exchanged. In the above regard,
LM is advised to ensure that the changes made pursuant to our initial clarifications
and all correspondences exchanged are duly incorporated in the updated DRHP/
RHP/ Prospectus.

Wherever the LM has undertaken to modify the risk factors in its replies, the same
shall be duly modified and incorporated in the updated DRHP/ RHP/ Prospectus.

Wherever the LM has mentioned “Noted for compliance” or “Complied with and
noted for compliance” in its replies, LM shall ensure that the same are duly
complied with.

These observations refer to a specific chapter or point, however the LM shall
ensure te disclose the same across all pages/chapters where the same/similar
matter occurs in the DRHP. The BRLMs to also ensure to comply with these
observations in all future Documents, where same / similar comments are
applicable.

LM is advised to ensure that the entire DRHP the language used is lucid, usage of
abbreviations is limited, abbreviations to be used in the para, if already quoted in
the same page /heading, any expressions, jargons or nomenclatures from other
languages or not commonly used, are explained clearly at every place where they
are used.

LM is advised to ensure that the following details are provided in the UDRHP/RHP
- Price at which specified security (including preference shares) was acquired in
the last 3 years, by each of the promoters, promoter group, selling shareholders,
shareholders entitled with right to nominate directors or any other rights. Following
details may be disclosed for such transactions in tabular format — name of acquirer,
date of acquisition, number of shares acquired and acquisition price per share.

LM is advised to submit confirmation that it has undertaken necessary due-
diligence of information submitted by company/ entities as stated in LM’s reply to
ATR clarifications vide letter dated December 19, 2023.

Summary of the Offer Document- Simple conversational language to be used. No
abbreviations shall be used.

Definitions and Abbreviations- for Technical, Company / Industry related Terms or
Abbreviations, along with the expanded form, suitable meaning / explanation to be
provided in simple language.
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10.Risk Factors — Every Risk Factor shall be provided with a cross-reference to the
detailed description of the facts/reasons in the updated DRHP / RHP, wherever
applicable. Any past instances in the last three financial years and stub period and
their impact, if material, shall be disclosed in Risk factors.

11.Sequencing of the chapters in the offer document shall be strictly in terms of the
Schedule VI of SEBI (ICDR) Regulations, 2018.

12.1n page 28, LM to give correct page references for the cross reference to related
party transactions. LM to ensure that correct page reference are given in all pages
of DRHP.

13.Risk Factor 2 and 8: LM is advised to verify and delete all statements related to
proposed capacity expansion by the company and setting up of Unit IV at GIDC,
Dahej- 1l for which there is no satisfactory factual basis and disclose only such
statements which are supported by facts and not merely assumptions/
expectations by the Company. The same shall be updated at all relevant places in
RHP.

14.Risk Factor 7: LM is advised tc disclose a separate risk factor for decrease in
capacity utilization from existing manufacturing units as compared to last 3 FY, as
applicable.

15.Risk Factor 8: LM is advised to disclose how the waterways are used by the issuer
company for shipping its products along with details. Also, LM is advised to
disclose as to how the funding will be done through equity.

16.Risk Factor 9: LM is advised to disclose details of products under development as
on date and also disclose details of R&D expenditure incurred by the company for
last 3 FY and stub period. LM is advised to disclose the details of board/
shareholders approvals for future expansion/ capital expenditure etc.

17.Risk Factor 10 - LM is advised to disclose the details (names etc.) of top 10
customers.

18.Risk Factor 11: LM to disclose capacity utilization and number of products
manufactured at Unit Ill for the last 3 FY and stub period and further, confirm and
disclose whether there is any risk of further reduction in capacity utilization or
closure of this unit due to direction by GPCB or decision by the Company’s Board.
The same has been incorporated in the draft observation letter.

19.Risk Factor 11: LM is advised to explain in details “ground water contamination
related issues” as disclosed therein and whether the company is involved in ground
water contamination in any manner. Further, disclose the details of agreement for
acquisition of land at GIDC including parties involved, consideration, whether
related party of the company, etc

G
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20.Risk Factor 13: LM is advised to disclose total revenue, Revenue from exports
and percentage revenue from USA.

21.Risk Factor 13: LM is advised to disclose the financial details disclosed in tabular
format. Further, LM is advised to explain “direct sales to overseas customers and
indirect sales through intermediaries” along with the details.

22.Risk Factor 14: LM is advised to disclose the forex earned in the last three years.

23.Risk Factor 16: LM is advised to disclose the bifurcation of 650 customers as per
direct sales and sales to overseas customers or sales through other entities.

24.Risk Factor 19: LM is advised to disclose details of land purchased from promoters
for Unit 1l. LM is advised to confirm that the transactions with Promoter group
(related parties) took place at arm’s length prices in accordance with extant laws
and regulations and there is no non-compliance as per Company and LM's due-
diligence.

25.Risk Factor 24 - LM is advised to disclose the total sales percentage through each
mode of transportation.

26.Risk Factor 33- LM is advised to disclose the details of pending approvals /
renewals, date of application, status of same, effect on business continuation of
issuer if approvals are pending/not obtained/ delayed. Also, disclose if operations
are continued in the absence of approvals.

27.Risk Factor 39: LM is advised to delete, “However, due to possibly flawed or
ineffective collection methods or discrepancies between published information and
market practice and other problems, the statistics herein may be inaccurate or
may not be comparable to statistics produced for other economies and should not
be unduly relied upon. Statements from third parties that involve estimates are
subject to change, and actual amounts may differ materially from those included in
this Draft Red Herring Prospectus. Prospective investors are advised not to unduly
rely on the CareEdge Report when making their investment decisions.” from the
Risk factor and at all relevant places in RHP wherever such similar statements
have been disclosed.

28.LM is advised to disclose a suitable risk factor stating that all proceeds of the IPO
are for Offer for Sale and will be received by Promoter Selling shareholders.
Company will not receive any proceeds from IPO.

29.LM is advised to disclose a suitable risk factor related to small size and market
share of the company vis-a-vis other Industry players and listed peers disclosed in
Basis for Offer price section.

30.LM is advised to disclose a suitable risk factor related to few people in managerial
positions and risks associated in case of attrition of these employees.
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31.LM is advised to disclose a suitable risk factor related to high current ratio of the
company and whether the same is due to inefficient use of funds by the company.
(Refer page 260 of DRHP).

32.LM s advised to disclose a Risk Factor stating that bonus issues/ buyback of equity
shares undertaken by company in the past may not be indicative/ there is no
assurance of such actions by company post-listing.

33.LM is advised to independently examine and include all the risk factors which are
highlighted in the industry report/ business section.

34.LM is advised to disclose a suitable risk factor related to various assumptions and
estimates used for calculation of installed and actual capacity utilization of
manufacturing units, if applicable.

35.LM is advised to disclose delays, if any, in payment of ESIC, PF, IT and other
statutory dues, appropriately in the offer document. Further, with regard to the
employees of the issuer company, LM is advised to disclose whether the statutory
dues to the Government and provident fund for the employees have been paid and
the number of the employees for whom the statutory dues and provident fund are
paid. LM shall disclose total PF being paid for number of employees and whether
the same is paid as per statutory law/obligaticn and the amount paid. Such details
and bifurcation shall be disclosed for various dues such as PF, ESIC, GST, TDS,
other statutory contributions etc shall be given in the document and whether the
obligation have been duly discharged in terms of the applicable laws for the last 3
FY under suitable heading in DRHP.

36.LM is advised to disclose details of Immovable property owned by the company
such as date of purchase, from whom the property was transferred, consideration
paid, etc. (Refer page 182 of DRHP). Further, LM is advised to disclose that there
are no properties leased by the company.

37.LM is advised to ensure compliance with all disclosure requirements in respect of
KPls (operational and financial) as per clause (9)(K)(3) of Schedule VI Part A of
SEBI ICDR Regulations in Basis for Offer price section. Further, LM is advised to
also disclose operational KPIs relevant to the company such as number of
customers served, number of products sold, new products added, products under
development, etc.

38.LM is advised to submit an undertaking confirming that it has conducted adequate
due-diligence and is satisfied that the Independent Directors on the Board of the
Company have no relation directly/ indirectly with the Company/ Promoter/
Promoter Group or any other entity related to the company and are independent in
all aspects including compliance with extant laws and regulations applicable to
appointment of Independent Directors.
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39.LM is advised to confirm and disclose the manner of payment of offer related
expenses. The offer related expenses to be deducted from the amounts received
from ‘Offer for Sale’ and only the balance amount to be paid to the selling
shareholders.

40.LM is advised to confirm whether the Company’s financial statements underwent
any significant/ material changes on first time adoption of Ind AS by the company
in Fiscal 2021.

41.LM is advised seek an acknowledgement from RoC, Ahmedabad about the
relevant filings made with the MCA registry regarding the Prospectus.

42 Clause 24 (3) of SEBI (ICDR) Regulations, 2018, requires LM to exercise due
diligence and satisfy himself about all aspects of the issue including the veracity
and adequacy of disclosures in the offer document. In view of the same, LM is
advised to ensure that:

i.  The offer document shall not contain any information where no responsibility
is taken by the BRLMs or the Issuer Company / Expert.

ii. The “Industry Overview” section represents a fair and true view of the
comparable industry scenario and the same is neither exaggerated nor have
any underlying assumptions been omitted for investors to make an informed
decision.

iii. LM is further advised to include industry report in the list of material
documents for inspection and also provide a link in the offer document for
online access of industry report.

43.LM shall confirm whether there has been a change in auditor(s) before completion
of the appointed term (in any of the past five fiscal years), and the reasons thereof.

44.The risk factors, to the extent possible, should disclose the specific as well as
financial/economic impact on the company rather than being generic.

45.When disclosing the status of government approvals in the Risk Factors, LM is
advised to include a cross reference with specific page numbers to other sections
where the disclosures are made. If approval has a validity, the same shall be
mentioned. Consequences of withdrawal of licenses/approval shall be provided.

46.LM is advised to disclose certificate obtained by company to determine eligibility
requirements of Regulation 6(1) of SEBI (ICDR) Regulations as part of material
documents for inspection.
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47.LM is advised that Market Value at Issue Price to Total Turnover and P/E Ratio at
issue price shall be added in Price Advertisement. LM is also advised to add a
suitable risk factor in this regard, if applicable.

48.LM is advised to incorporate a risk factor in top 10 disclosing that average P/E of
the listed peer set is [ ] while our company’s P/E will be at premium of [ e ] times
at the higher price band and [ e ] times at the lower price band.

Capital Structure
49.In Page 69- LM is advised to disclose the compliance of provisions of companies

Act and details of permissions/ filings with MCA with regard to Buyback of equity
shares on December 18, 2020 and January 24, 2023.

50. In Page 69- LM is advised to disclose the reasons of Buyback issuance within one
year of bonus issue and details regarding the same.

51.In Page 70- LM is advised to disclose the details of reserves utilised for bonus
issue and effect on financials / reserves of the company / EPS. Further, disclose
pre and post bonus reserves and reduction in the same.

Basis of Offer price

52.1n Page 83- LM is advised to disclose data to substantiate the statements, “High
entry and exit barriers due to long customer approval cycles and strict product
standards”, “Focus on R&D and Quality Control’, etc. LM is advised to delete the

disclosures which are not substantiated.

53.In Page 89- LM is advised to disclose the detailed methodology of calculation of
WACA.

54.LM is advised to ensure that disclosure made with respect to Offer Price and Price
Band are in compliance with Part VIl of Chapter 1l of SEBI (ICDR) Regulations,
2018. LM is advised to refrain from making any disclosure in the offer document
w.r.t. offer price which are not in line with SEBI (ICDR) Regulations, 2018 such as
“The Offer Price will be decided by our Company and the Selling Shareholders, in
consultation with the BRLMs on the Pricing Date in accordance with the Book
Building Process and the Red Herring Prospectus”. LM is advised to make
necessary changes in the offer document wherever applicable. LM is advised to
ensure for all future issues as well.

Our Business

55.In Page 163- LM is advised to disclose that the company has not entered in to any
long term arrangements as mentioned in Risk factors.

56.In page 163 - LM is advised to delete the disclosures which are not substantiated
with data under the heading “High entry and exit barriers due to long customer
approval cycles and strict product standards”.

10
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57.In page 164- LM is advised to disclose the data on spending on R &D with detailed

bifurcation for the last three years. In case there is no data, LM is advised to delete
the aforementioned disclosures.

58.In page 178- LM is advised to disclose the reference “#".

Our Management

59.In page 191- LM is advised to confirm and disclose that the Independent directors
are not related to any promoter/ promoter group / directors / KMP of company/
subsidiary or any other manner either directly or indirectly to any promoter/
promoter group / directors / KMP or their relatives of company/subsidiary/group.

Our Group Company
60.In page 213 — LM is advised to disclose the shareholding / Beneficiary owner
details of group company.

61.In page 343- LM is advised to include a categorical statement that it has gone
through all parts of the AoA of the issuer company and confirm to SEBI that no
special rights to any person in the AoA,and that if any special rights of any manner
they have been deleted before filing of the UDRHP.

62.LM shall also confirm and disclose a statement on non-existence of any special
rights of any nature in favor of any person.

63.Legal and Other Information-

i. LM is advised to identify and include risk factor for material litigation, if any,
which may adversely affect the company.

i. LM shall update the details of the status of litigation with the latest/ updated
position of litigations against promoter/ promoter group entities/ company
and the companies promoted by the issuer.

iii. LM is advised to ensure the disclosures of all actions taken by the statutory
and regulatory authority.

64. LM shall disclose the details of the pledged shares held by the promoters/promoter
group in the Issuer Company / its subsidiaries.

65. LM is advised to adhere to the following conditions:
i. UDRHP is filed with SEBI not less than seven working days prior to
submission of the draft advertisement for announcement of price band
advertisement.

ii. UDRHP shall contain necessary updated disclosures justifying the offer
price under Section — “Basis for offer price”, “Risk Factors” etc., particularly
emphasizing on appropriate Key Performance Indicators as applicable to
the industry in which the issuer company operates in quantitative terms,
(For illustration, P/E ratio in case DRHP is filed under Requlation 6 (1) of
the ICDR Requlations (and /or) Market Cap / Total Revenue ratio in case
DRHP is filed under Regulation 6(2) of the ICDR Regqulations), with
corresponding suitable explanations so as to justify the offer price

11
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66. LM is advised to ensure that the processing fees for applications made by Retail
Individual 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/P/CIR/2021/570 dated June 02, 2021 read
with SEBI Circular No: SEBI/HO/CFD/DIL2/CIR/P/2021/2480/1/M dated March 16,
2021.

67. LM is advised to specifically mention in the RHP that all special rights available to
the Shareholders, will cease to exist upon listing of Equity Shares on the Stock
Exchanges pursuant to the Offer, (without requiring any further action) except for
rights subject to approval of the Shareholders by way of a special resolution, in a
general meeting post listing of the Equity Shares.

68. LM is advised to disclose the details of all profit sharing arrangements involving the
Issuer, promoters, promoter group, directors and shareholders, if any.

69. Ensure that details of the Directors in the section titled “Management” clearly
depicts if any director is a nominee. If so, please also disclose the details who have
nominated them. Similarly, such details to be disclosed for the KMPs as well.
Please also confirm that apart from that disclosed in the offer document, there are
no other nominee directors, KMPs or other persons etc. appointed on behalf any
of the shareholders or any other person.

70. LM is advised to verify and disclose if the name of any of the directors, promoter
and promoter group persons is appearing in the list of directors of struck-off
companies by ROC/ MCA. Also verify and disclose if the name of the promoter
group companies and group companies is appearing in the list of struck-off
companies by ROC/ MCA.

71. LM to disclose all the complaints received so far, if any and forwarded by SEBI for
comments be under material documents available for inspection along with their
respective replies.

72. With respect to all the complaints received by LM/Company and complaints
forwarded by SEBI, LM is advised to ensure that there is adequate redressal of the
complaint and relevant disclosures, if required, are made in the Red Hearing
Prospectus and other Offer related material along with the disclosures of the
Financial Impact of the same, if any. Further, LM is advised to incorporate a
prominent Risk Factor, if required, for such complaints received.

73. LM is advised to update the RHP in respect to all pending litigations including for
any legal notices where the Company is in receipt of such notices post filing of

DRHP.

74. LM is advised to ensure that the details of all the criminal matters initiated against
the company, group companies, directors, subsidiaries which are at FIR stage and

Q“) 12
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no/some cognizance has been taken by court is incorporated in the RHP along
with appropriate risk factors in this regard.

75. LM is advised to include a reference to the circulars CFD/DIL2/CIR/P/2018/22
dated Feb 15, 2018 and CFD/DIL2/CIR/P/2021/2480/1/M dated March 16, 2021 at
all applicable sections in DRHP.

76. Special Rights Available to Specific Shareholders:-

i) LM is advised ensure that special rights as disclosed in the DRHP shall
terminate before filing of UDRHP. Further, LM is advised to include a
categorical statement that it has gone through AoA of the issuer company and
confirm to SEBI that no special rights to the promoters/shareholders in the
AoA, at the time of filing of UDRHP.

i) LM is advised to ensure that Part B of the AoA of the company shall be deleted
prior to the filing of UDRHP, if any. Further, as part of corporate governance
and continuing listing compliance, the issuer shall ensure that no reference is
ever made about the special rights to any shareholder in any way or any
communication.

iii) The above shall also be disclosed to the stock exchanges.

77. LM is advised to ensure following disclosures in the Issue advertisement for
announcement of Price Band and all further advertisements as a box item below
the price band:

"Risks to Investors:

i.  The [to be disclosed] Merchant Bankers associated with the issue have
handled [to be disclosed] public issues in the past three years out of which
[to be disclosed)] issues closed below the issue price on listing date.”

ii. Any adverse data in the basis for issue price should be disclosed. For
example:

¢ “The Price/Earnings ratio based on diluted EPS for [latest full financial
year] for the issuer at the upper end of the Price band is as high as [to be
disclosed] as compared to the average industry peer group PE ratio of [to
be disclosed].”

[if average industry peer group PE ratio is not available, then P/E of Nifty
Fifty may be disclosed]

e “Average cost of acquisition of equity shares for the selling shareholders
in IPO s [to be disclosed] and offer price at upper end of the price band is
[to be disclosed].”

o “‘Weighted Average Return on Net Worth for [last three full financial years]
is [to be disclosed] %.”

G
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The data on above disclosures shall be updated and disclosed prominently (in the
same font size as the price band) in advertisements of Price Band and all further
advertisements, website of the company and the stock exchange. Further, any
adverse ratio / data in basis for issue price should be disclosed.

78. LM shall submit the draft advertisement for announcement of Price Band with SEBI
before its publication in the newspapers for our comments, if any.

79. In respect of advertisement for announcement of Price Band, LM shall ensure the
following is included:
i. Recommendation of the Committee of Independent Directors that the price
band is justified vis-a-vis the last round of fund raising giving quantitative factors
/ KPls.

ii. The portion pertaining to “Risks to Investors” shall constitute at least 33% of the
price band advertisement space.

iii. LM shall ensure that all issuer companies filing offer document should provide
- Price at which specified security was acquired in the last 3 years, by each of
the promoters, promoter group, selling shareholders, shareholders entitled with
right to nominate directors or any other rights. Following details may be
disclosed for such transactions in tabular format — name of acquirer, date of
acquisition, number of shares acquired and acquisition price per share.

iv. The risks to investors shall include weighted average cost of acquisition of all
shares transacted in last 3 years and 1 year, from the date of RHP, in the
following format:

Period Weighted Cap Price is ‘X’ | Range of
Average Cost of | times the | acquisition
Acquisition (in | Weighted price: Lowest
Rs.) Average Cost of | Price - Highest
Acquisition Price (in Rs.)
Last 1 year
Last 3 years

v. The font size for price band and “Risk to investors” should be increased to
match the font of BID/Offer Programme.

vi. Matters related to ASBA and UPI may be brought subsequent to Price Band,
Risks to Investors, Bid/ Offer Programme and other offer details, and can be of
smaller font.

vii. The portion pertaining to “BRLMs” shall not constitute more than 10% of the
price band advertisement space.

80. LM shall ensure that the details with respect to Fresh issue and Offer for Sale be
separately disclosed in the Price Band advertisement and details of selling
shareholders be presented in a tabular format.

v
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. LM shall ensure that the range of acquisition price (lowest price-highest price), as
disclosed in the RHP and Price Band advertisement, should not be ‘Nil' and be

computed exclusive of bonus and gift.

82. LM is advised to disclose major risk factors concisely in the “Risk to investors”
section of the Price Band Advertisement.

83. LM shall ensure that the details of past issues handled by BRLMs, which closed
below the offer price on the listing date, to be published in the below mentioned

format:
BRLMs Total Issues Issues closed below IPO

Price on listing date

BRLM 1/ BRLM 2/ BRLM 3
Common issues of BRLMs

Total

15
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Annexure Il
General Observations

1. LMis advised to ensure that prior to filing of RHP with Registrar of Companies, the
Issuer Company has received crucial clearances / licenses / permissions /
approvals from the required competent authority which are necessary for
commencement of the activity for which the issue proceeds are proposed to be
utilized.

2. LM is advised to ensure that the ‘Observation Letter issued by SEBI is included
among the material contracts and documents for inspection.

3. LMis advised to ensure that cover page to be strictly in compliance with the ICDR
Schedule VI- all extra texts may be avoided to ensure that the focus remains on
the statutory texts mentioned in the Schedule.

4. LM is advised to ensure that prior to proceeding with the issue, “No Objection
Certificates” are obtained from all the lenders with whom the company has entered
into an agreement and the terms of such agreement require an appioval to be
taken.

5. LM is advised to ensure that adequate disclosures are made to disclose any
material development which may have a material effect on the Issuer Company
between the date of registering final prospectus or the red herring prospectus or
the letter of offer, with the Registrar of Companies or designated stock exchange,
as the case may be, and the date of allotment of specified securities, while ensuring
compliance with Regulation 42 and Schedule IX of SEBI (ICDR) Regulations, 2018.

6. LM is advised to ensure that exact cross-referencing of page numbers is provided
in the offer document instead of general cross-referencing.

7. In terms of Regulation 7.(1)(c) of SEBI (Issue of Capital and Disclosure
Requirements) Regulations, 2018 and Regulation 31.(2) of SEBI (Listing Obligations
and Disclosure Requirements) Regulations, 2015, the Issuer Company and the Lead
Manger are advised to ensure compliance with the requirement pertaining to
shareholding of promoter(s) and promoter group to be held in dematerialised form.

8. LM is advised to ensure that SCORES authentication is taken by the issuer
company prior to listing.

9. In pursuance of Regulation 25 Sub-Regulation 9(a) of SEBI (ICDR) Regulations,
2018, LM is advised to certify while submitting the in-seriatim reply that all
amendments, suggestions and observations advised by SEBI have been complied
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with and duly incorporated in the offer document, while also indicating the page
number for the same.

10.ASBA:

i) LM is advised to ensure that sufficient number of Physical ASBA forms are
printed and dispatched directly to all designated branches of SCSBs which are
located in places of mandatory collection centers as specified in Schedule XlI
of SEBI (ICDR) Regulations, 2018, Syndicate Members and Registered
Brokers of Stock Exchanges, the Registrars to an Issue and Share Transfer
Agents (RTAs) and Depository Participants (DPs) registered with SEBI, at least
two days before the opening of the issue. This shall be in addition to ASBA
forms which shall be sent to controlling branch of SCSBs for sending to
designated branches other than those located in mandatory collection center.

i) LM is advised to ensure that the ASBA mode of payment is highlighted in bold
in all the advertisement / communication informing about the issue. Further, LM
is also advised to ensure that the following is suitably incorporated in all
advertisements / communications regarding the issue issued by the issuer:

a. The following may appear just below the price information of the issue
as shown below:

“PRICE BAND: RS. xx TO RS. xx PER EQUITY SHARE OF FACE VALUE
OF RS. xx EACH

THE FLOOR PRICE IS xx TIMES OF THE FACE VALUE AND THE CAP
PRICE IS xx TIMES OF THE FACE VALUE

BID CAN BE MADE FOR A MINIMUM OF xx EQUITY SHARES AND IN
MULTIPLES OF xx EQUITY SHARES THEREAFTER.

ASBA .

(APPLICATION SUPPORTED BY BLOCKED AMOUNT)

Simple, Safe, Smart way of Application !!!

Mandatory in public issue .No cheque will be accepted

17
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UNIFIED PAYMENTS INTERFACE now available in ASBA for retail individual

investors.

*ASBA is a better way of applying to issues by simply blocking the fund in the
bank account.

For further details check section on ASBA below.”

b. The following paragraph on ASBA may be inserted in the
advertisement/Communications:

“ASBA has to be availed by all the investors except anchor investors. UP/
may be availed by Retail Individual Investors.

For details on the ASBA and UPI process, please refer to the details given in
ASBA form and abridged prospectus and also please refer to the section
“Issue Procedure - Issue Procedure of ASBA Bidders” beginning on page xxx
of the Red Herring Prospectus. The process is also available on the website
of AIBI and Exchanges in the General Information Document.”

ASBA bid-cum application forms can be downloaded from the websites of
Bombay Stock Exchange and National Stock Exchange and can be obtained
from the list of banks that is displayed on the website of SEBI at
www.sebi.gov.in.**List of banks supporting UPI is also available on the
website of SEBI at www.sebi.gov.in**.
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