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Axis Capital Limited

Piramal Realty, Agastya Corporate Park,

Unit 002 A, Building A, Lal Bahadur Shastri Marg,
Kamani, Junction, Kurla,

Mumbai, Maharashtra 400070

Kind Attention: Mr. Pratik Pednekar

AR | AgIEA,
Dear Sir / Madam,

1.

fas / Sub: Proposed IPO of Azad Engineering Limited
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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
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of additional disclosures listed in the Annexure are merely illustrative and not exhaustive. It is your
responsibility to ensure full and true disclosures.
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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.
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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.
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It should also be ciearly 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 September 29, 2023 in accordance with SEBI (ICDR) Regulations, 2018.
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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.
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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.
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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.
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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.
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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.

8. m@aﬁﬁ(s&q}sﬁmqa%aﬁrmﬁmmz FENAT & 3T ST e (31FE A
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The proposed issue can open for subscription within a period of 12 months from the date of issuance

of this observation letter. / :

Place: Mumbai Dhruba
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Annexure |
OBSERVATIONS

1. Please refer to our letters/emails dated October 20 and November 02, 2023, and your letters/emails
dated October 28, November 08, November 22, 2023, and all other correspondences exchanged.
LM is advised to ensure compliance with the same.

2. With regard to the above, LM is advised to ensure that the changes made pursuant to our
clarifications are duly incorporated in the updated DRHP, RHP, and Abridged Prospectus.

3. 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:

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

b) 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.

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

4. Risk Factors - (i) every risk factor shall be provided with a cross-reference to the detailed
description of the facts / reasons in the DRHP, wherever applicable. (ii) in all risk factors, wherever
either only percentages or the absolute values are mentioned, LM shall ensure to disclose both
the absolute values and percentages.

5. Wherever the LM has undertaken to modify / delete the risk factors or in other relevant section of
the DRHP in its replies, the same shall be duly modified and incorporated in the updated DRHP /
RHP.

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

7. LM is advised to ensure that UDRHP contains 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, with corresponding suitable explanations so as to justify the offer
price.

8. LM is advised to ensure that accounting ratios disclosed in support of basis of the issue price are
duly verified by LM and designated Chartered Accountants or firms. Further, KPIs disclosed in the
offer document shall be certified by the statutory auditor(s) or Chartered Accountants or firm of
Chartered Accountants and a certificate issued with respect to KPIs shall be included in the list of
material documents for inspection.
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9. The LM is to ensure that the entire DRHP 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.

10.LM is advised to include a categorical statement that there all the material agreements,
arrangements and clauses/covenants have been disclosed in the DRHP and that there are no
other agreements/clauses/covenants which are adverse / pre-judicial to the interest of the public
shareholders other than disclosed in the DRHP.

11. Pre-IPO Placement — The DRHP contains a statement that “Our Company, Promoter Selling
Shareholder and Investor Selling Shareholder, in consultation with the BRLMs, may consider a
pre-IPO placement........... ”

The BRLM is advised to disclose prominently the price and the name of the shareholders on
the day of the allotment if any pre-IPO placement is done. Since DRHP should not be used as
a tool for raising Pre-IPO Placements there may be ramifications in case of failure of the IPO
or the Issuer Company not coming out with the IPO.

LM is advised to confirm that the Issuer Company/LM has appropriately written/intimated in a
letter to the prospective investors that there is no guarantee that the IPO may come through or
listing shall happen and the investment is being done solely at the risk of the investor. Further,
such disclosure is to be made part of the DRHP as well, in all places where pre-IPO is
mentioned.

Further appropriate disclosure is to be made in the price band and other advertisements by the
Issuer/BRLM with respect to the issue price of pre-IPO shares and any secondary transactions.

12. LM is advised make refer exact page no. of DRHP, wherein the details of information has been
disclosed.

13. LM is advised to incorporate all the certificate certified by the Chartered Accountants under section
Material contracts and documents for inspection.

14. LM is advised to clearly explain the company's business taking into consideration the disclosure
on page 160 of the DRHP.

15. LM is advised to ensure that disclosure made with respect to Offer Price and Price Band are in
compliance with Part VIi of Chapter Il of SEB! (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. LM is advised te make necessary changes in the offer document
wherever applicable. LM is advised to ensure for all future issues as well.

16. LM is advised not to make any reference to selling shareholder for determination of price band,
allocation. LM is advised to make necessary changes in offer documents wherever applicable.

17. The BRLM is to ensure that in this Document and in all future Documents, the selling shareholders
shall not be involved in the pricing, allocation, and other activities in any manner and the same is
to be disclosed in the document as a disclosure.

Risk Factor:

18. RF 7- LM is advised to disclose the details of liability claims, if any in the last three years

19 RF 8 — LM is advised to substantiate or remove « Under his leadership we have been able to
expand our operations and have established a significant presence in India and globally”
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20. RF 9 — LM is advised to disclose the top suppliers / countries of supply / concentration of suppliers
/ import risks and its impact on the business of issuer company.

21.RF 12- LM is advised to disclose the details of lease taken from promoter / promoter group, its
terms and conditions, tenure and impact on the business of issuer company, also the table as
mentioned in page 187,

22.RF 14 to be updated with the latest updated disclosure from the LM.

23. RF 20: LM is advised to disclose whether board approval has been obtained for the capacity

expansion plan of the company else an appropriate disclosure to be made.

24. RF 22: LM is advised to provide ‘Sworn Affidavits’ of the company and the promoters regarding
non-traceable documents.

25 RF 29: LM is advised to add separate Risk Factor and disclosures that there is ongoing work being
undertaken by the company for some projects that have not received necessary regulatory
approvals and may face appropriate action.

26. RF 36: Apart from the existing data LM is advised to disclose the offer price (as shown in the table
provided therein) with respect to the current face value of Rs.2 per equity share.

27. RF 40: LM is advised to move the instant Risk Factor to the top 10.

Capital Structure:

28. Page no-82: It is observed that on March 06, 2023, some shares of the company were transferred
to Sachin Tendulkar and Rajyalakshmi Penmetsa at a differential price. LM is advised to provide
reasons for the difference in share price for the same-day allotment and incorporate a separate
Risk Factor. Also the same is to be shown as part of the price band advt. with details.

29. Page 83: LM is advised to make disclosures that the shares that were transferred by way of gift on
September 28, 2023, are not promoter group / relatives etc. and the nature of relation to be
disclosed along with disclosure that such gift may be subject to income tax.

Object of the Offer:

30. Page 94- With respect to the offer-related expenses, LM is advised to share details of such
payments/expenses with SEBI even if, the proposed public issue does not get listed at Stock
Exchange.

Our Business:

31. LM is advised to disclose the updated financials of quarter ended September 30, 2023 across the
DRHP.

32. Page 183: LM is advised to provide details of cost of raw material consumed both in absolute
numbers and percentage terms including the raw materials imported and their concentration.

33. Page 186- As regard the employees of the Issuer company, LM is advised to disclose whether the
statutory dues to the Government and provident fund for all full time employees have been paid
and 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/obligation 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.

History of certain corporate matters:

34. Page 198- LM is advised to disclose reasons why were all the SSA & SPA required to be entered

into. What are the salient covenant and clauses?
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35.

36.

37.

38.
39.

40.

41.

42.

43.

44,

45.

46.

47,

48.

490.

50.

51.

Page 200: With respect to SPA dated October 11, 2022, LM is advised to provide details of number
of shares allotted to each buyer and salient covenants/clauses of the SPA.

Also to disclose the registration details of the DT and that the DT is permitted to carry out the rights
as disclosed in the document.

Page 201: With respect to Rouland SPA, LM is advised to provide additional details of the SPA.
Further, LM is advised to provide details of the owner/director/promoter of Rouland Chemical Pvt.
Ltd.

LM is also advised to disclose each term of the lease deed dated September 27, 2023.

Page 201: With respect to Swastik SPA, LM is advised to provide additional details of the SPA.
Further, LM is advised to provide details of the owner/director/promoter of Swastik Coaters Pvt.
Ltd.

LM is advised to ensure that all terms and conditions of the Debenture Trustee deed dated August
12, 2022 is clearly disclosed in the chapter.

Our Management:
LM is advised to disclose and confirm that Directors (including nominee directors)/KMPs are not
related to any promoter/shareholder/promoter group/KMP of the company, group etc,.

Our Group Companies:
LM is advised to provide and disclose reasons for converting subsidiary companies i.e. Swastik
Coaters Pvt. Ltd and Rouland Chemical Pvt. Ltd. into group companies.

Main Provisions of Article of Association:
LM is advised to provide Part B of the article of association to SEBI.

Miscellaneous:
LM is advised to disclose the face value of the Issuer Company where the number of shares has
been mentioned in the DRHP.

LM is advised to confirm Regulation 8(A) of SEBI ICDR, 2018 with regard to the offer for sale by
selling shareholders.

Whenever there is a reference regarding something that is subject to approval from ROC/MCA or
any other government agency, LM is advised to update the current status of such approvals.

LM is advised to disclose the names of directors/promoters whose names were struck off from
ROC/MCA, if any.

In page 70 — LM is advised to disclose the reason for changes in auditors as submitted. Further,
Peer review number to be disclosed correctly.

LM is advised to ensure that Contingent Liability shall cover all the financial obligations of the
outstanding litigations.

LM shall ensure that the main / sub-headings in the UDRHP / RHP do not have any abbreviations.

With respect to all the complaints received by LM / Company / forwarded by SEBI, LM is advised
to ensure that there is adequate redressal of the complaint and relevant disclosures of the same

Page 8 of 12



s%lﬁ v wfayfa oz Rfag @ Frgadt:

AR Securities and Exchange Board of India Continuation:

52.

53.

54.

55.

56.

57.

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.

LM is advised to ensure the utilization and monitoring of the issue proceeds to be precise and any
changes shall be in terms of law and as per the revised framework.

LM is advised to ensure that relevant disclosures as to all actions/complaints/pending litigations
with other Regulatory Authorities are made in the RHP.

LM is advised to ensure that the disclosure of details of all the criminal matters initiated by or
against the company, group, directors, promoters, subsidiaries which are at FIR stage and no /
some cognizance has been taken by court, is incorporated in the UDRHP / RHP along with
appropriate risk factors in this regard.

The data regarding ‘Risk to Investors’ 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.

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

LM is advised to ensure that UDRHP is filed with SEBI not less than seven working days prior to
submission of the draft price band advertisement.

*kkkk
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10.

11.

Annexure Il
General Observations

LM is 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.

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

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 approval to be taken.

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 RHP 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.

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

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.

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

LM to include a categorical statement that they have gone through the Articles of Association (A0A)
of the Issuer Company and confirm to SEBI that no special rights are available to the Promoters /
Shareholders in the AoA, at the time of filing of the offer document.

LM shall confirm to SEBI that as on the date of the offer document, the clauses / covenants of
Articles of Association (AoA) of the Issuer Company are in compliance with the Companies Act
and the Securities Laws, as applicable.

LM is advised to ensure that SCORES authentication is taken by the issuer company prior to listing.
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 with and duly incorporated in the offer
document, while also indicating the page number for the same.
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12. 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 ceniers as specified in Schedule XII 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.

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 1!

Mandatory in public issue .No cheque will be accepted

U i I 9 now available in ASBA for retail individual investors.

UNIFIED PAYMENTS INTERFACE

* 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:
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“ASBA has to be availed by all the investors except anchor investors. UPI 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 AIBl 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 UPIl is also
available on the website of SEBI at www.sebi.gov.in™.

Khkkh
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