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EXCHANCERS

SECTION | - GENERAL
DEFINITIONS AND ABBREVIATIONS

This Red Herring 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, requlation, 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 Red Herring 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 chapters titled “Industry Overview”, “Key

VA ({ 7

Regulations and Policies”, “Statement of Special Tax Benefits”, “Restated Financial Information”,

”

“Basis for Issue Price”, “History and Certain Corporate Matters”, “Financial Indebtedness”, “Other
Regulatory and Statutory Disclosures”, “Outstanding Litigations and Material Developments” and
“Description of Equity Shares and Terms of the Articles of Association” beginning on pages 156, 229,
151, 270, 140, 239, 340, 384, 370 and 437 respectively, shall have the meaning ascribed to them in the

relevant section.

General Terms

Term

Description

“Our Company”, “the
Company”, “KRN” or “the
Issuer”

KRN Heat Exchanger and Refrigeration Limited, a company incorporated
under the Companies Act, 2013 and having its Registered and Corporate
Office situated at Plot No. F-46, 47, 48, 49 EPIP, RIICO Industrial Area
Neemrana, Alwar, Neemrana, Rajasthan-301705, India.

MWell or ﬂusu or ”Our”

Unless the context otherwise indicates or implies, refers to our Company.

Company Related Terms

Term

Description

“Articles” or “Articles of
Association” or “AoA”

Articles of association of our Company, as amended from time to time.

“Audit Committee”

The Audit committee of our Board was constituted in accordance with SEBI
Listing Regulations and Companies Act. For details see Chapter titled “Our
Management” on page 244.

“Auditor”  or
Auditor”

“Statutory

The statutory auditor of our Company, being M/s Keyur Shah & Co.,
Chartered Accountants.

“Bankers to the Company”

Such banks which are disclosed as Bankers to the Company in the chapter
titled “General Information” on page 97.

“Board” or “Board of

Directors”

The board of directors of our Company, as constituted from time to time,
including any duly constituted committees thereof.

“Chairman” or “Chairperson”

Chairman of Board of Directors of our Company being Mr. Santosh Kumar
Yadav. For details see chapter titled “Our Management” on page 244.

“Chief Financial Officer” or
”CFOII

The Chief Financial Officer of our Company being Mr. Sonu Gupta. For details
see chapter titled “Our Management” on page 244.

“Corporate Identification
Number” or “CIN”

Corporate Identification Number of  our
U29309RJ2017PLC0O58905, unless otherwise specified.

Company  being

“Company Secretary and | Company secretary and compliance officer of our Company, Mr. Praveen
Compliance Officer” Kumar. For details see chapter “Our Management” on page 244.

« . The Corporate Social Responsibility Committee of our Board constituted in
Corporate Social

Responsibility Committee”

accordance with the Companies Act. For details see Chapter titled “Our
Management”’ on page 244.
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Term

Description

“Debt/EBITDA Ratio”

Calculated as total Debts (includes long term and short-term borrowings)
divided by EBITDA.

“Director(s)”

Directors on our Board, as appointed from time to time.

“Earnings per Share (Basic)”

Calculated as Net profit/ (loss) after tax, as restated attributable to equity
shareholders divided by weighted average number of Equity Shares
outstanding during the year.

Calculated from Net profit/ (loss) after tax, as restated attributable to equity

(;:Lr:lendg)i per Share shareholders divided by weighted average number of diluted Equity Shares
outstanding during the year.
EBITDA is calculated as profit for the year, plus tax expenses (consisting of
“EBITDA” current tax, deferred tax and current taxes relating to earlier years), finance

costs and depreciation and amortization expenses, less other income.

“EBITDA Margin (%)”

Calculated as EBITDA divided by Revenue from Operations.

“Equity Shares”

Equity shares of our Company of face value of X 10/- each.

“Equity Shareholders” or
“Shareholders”

Persons/ Entities holding Equity Shares of our Company.

“Executive Director”

Executive director of our Company. For details see Chapter titled “Our
Management”’ on page 244.

“Financial Statements as
Restated” or  “Restated
Financial Information”

Restated Financial Information of our Company included in this Red Herring
Prospectus comprising the Restated Consolidated Financial Information of
Assets and Liabilities of our Company for the financial year ended on March
31, 2024 and the Restated Consolidated Information of Profit and Loss of our
Company (including other comprehensive income), the Restated Consolidated
Financial Information of Changes in Equity, the Restated Consolidated
Financial Information of Cash Flow for the financial year ended on March 31,
2024 and Restated Standalone Financial Information of Assets and Liabilities
of our Company for the Financial Years ended on March 31, 2023 and March
31, 2022 and the Restated Standalone Financial Information of Profit and Loss
of our company (including other comprehensive income), the Restated
Standalone Financial Information of Changes in Equity, the Restated
Standalone Statement of Cash Flow for the Financial Year ended on March 31,
2023 and March 31, 2022, the summary statement of significant accounting
policies and other explanatory information (collectively, the Restated
Financial Information) each prepared in accordance with the Companies Act
2013, Ind AS and Guidance Note on Reports in Company Prospectus (Revised
2019) issued by ICAI, and restated in accordance with SEBI ICDR Regulations,
included in the chapter titled “Restated Financial Information” beginning on
page 270.

“Group Company” or “Group
Companies”

The group companies of our Company are in accordance with the SEBI ICDR
Regulations. For details, see “Our Group Companies” beginning on page 267.

“Gross Profit”

Calculated as Revenue from Operations less Cost of Materials consumed,
Purchase of Traded goods, Manufacturing Expenses, Changes in inventories
of finished goods and work-in-progress.

“Gross Profit Margin (%)”

Calculated as Gross Profit divided by Revenue from Operations.

“Growth in Revenue from
Operations (%)”

A percentage of Revenue from Operations of the relevant period/year minus
Revenue from Operations of the preceding year, divided by Revenue from
Operations of the preceding year.

“Independent Directors”

Non-Executive, Independent directors of our Board appointed as per
Companies Act and SEBI Listing Regulations. For details, see chapter titled
“Our Management” beginning on page 244.

“Inventory Turnover Days”

Calculated as average inventory as at the end of the year divided by cost of
goods sold multiplied by number of days in a year.

”lSIN”

International Securities Identification Number. The ISIN for equity shares in
this case being INE0Q3J01015.
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Term Description
“Key Management | Key management personnel of our Company in terms of SEBI ICDR
Personnel” or “Key | Regulations and Companies Act, 2013, and as described in the chapter titled
Managerial Personnel” or | “Our Management’ beginning on page 244.
IIKMPII

“Materiality Policy”

The policy adopted by our Board on August 07, 2023, for material outstanding
litigation proceedings and outstanding dues to material creditors, and
materiality policy for identification of group companies adopted by board on
October 21, 2023, in accordance with the disclosure requirements under SEBI
ICDR Regulations.

“MoA” or “Memorandum of
Association” or
“Memorandum”

Memorandum of association of our Company, as amended.

“Managing Director”

The Managing Director of our Company being, Mr. Santosh Kumar Yadav. For
details see chapter titled “Our Management” on page 244.

“NAV per Equity Share”

Calculated as Net Assets Value divided by No. of Equity Shares

“Net Fixed Asset Turnover”

Calculated as Net Turnover divided by Fixed Assets which consists of property,
plant and equipment and capital work-in-progress.

“Net Working Capital Days”

Calculated as working capital (current assets minus current liabilities) as at
the end of the year divided by revenue from operations multiplied by number
of days in a year.

“Net Worth” Total Equity as mentioned in the Restated Financial Information.
“Nomination and | Nomination and remuneration committee of our Board constituted in
Remuneration Committee” | accordance with SEBI Listing Regulations and Companies Act. For details see
or “NRC” Chapter titled “Our Management” on page 244.

“Non-Executive Directors”

Non-Executive, Non-Independent directors of our Board. For details see
chapter titled “Our Management” beginning on page 244.

“Operating Cash Flows”

Net cash generated from operating activities as mentioned in the Restated
Financial Information.

“Operating Profit before
Working Capital Changes”

Cash generated before change of working capital adjustments.

“PAT” or “Profit After Tax”

Profit for the period/year as appearing in the Restated Financial Information.

“PAT Margin (%)”

Calculated as Profit for the year/period as a percentage of Revenue from
Operations.

“Promoter” or “Promoters”
or “Our Promoters”

The Promoters of our company, being Mr. Santosh Kumar Yadav, Mrs. Anju
Devi and Mr. Manohar Lal. For details, see “Our Promoters and Promoter
Group” on page 262.

“Promoter Group”

Such Persons and entities which constitute the promoter group of our
company pursuant to with Regulation 2(1) (pp) of the SEBI ICDR Regulations.
For further details, see the chapter titled “Our Promoters and Promoter
Group” beginning on page 262.

“Revenue from Operations”

Revenue from Operations as appearing in the Restated Financial Information.

“Registered Office”

The registered office of our company located at Plot No. F-46, 47, 48,49 EPIP,
RIICO Industrial Area Neemrana, Alwar, Rajasthan-301705, India.

“Registrar of Companies” or
”ROC”

Registrar of Companies, Jaipur, Rajasthan.

“Return on Net Worth”

Calculated as profit after tax before exceptional items and other

comprehensive income/ expenses divided by net worth.

“RoCE (%)” or “Return of
Capital Employed”

Calculated as earnings before interest and taxes divided by capital employed
(Total Debt)

“RoE (%)” or “Return on
Equity”

Calculated as net profit after tax for the year divided by Average Shareholder
Equity.

“Senior Management”

Senior Management of our company in terms of Regulation 2 (1) (bbbb) of
the SEBI ICDR Regulation, 2018, as identified in the Chapter titled “Our
Management” beginning on page 244.
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“Stakeholders’
Committee”

Relationship

The Stakeholders Relationship Committee of our Board constituted in
accordance with SEBI Listing Regulations and Companies Act. For details see
Chapter titled “Our Management” on page 244.

Total Quantity Sold (in Units)

This metric indicates the volume of the goods sold by our company according
to its various product offerings

Total Quantity Produced (in
Units)

This metric indicates the quantity of the products produced by our company
according to its various product offerings

Total number of customers
served during the year

This metric indicates the total number of customers served by our company
further divided into International and Domestic clients showing the
diversification in the customer base

Total Number of Employees

This metric indicates the total number of Employees hired by our company
categorized into employees on company’s payroll, Trainees and contractual
employees hired.

“Whole-Time Director(s)”

Whole-time director(s) of our Company. For details see Chapter titled “Our
Management” on page 244.

“You” or “Your” or “Yours”

Prospective investors in the Issue.

Issue Related Term

Term

Description

“Abridged Prospectus”

The abridged prospectus means a memorandum containing such silent
features of prospectus as may be specified by the SEBI in this behalf.

“Acknowledgement Slip”

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

“Allocation” or “Allocation of
Equity Shares”

The Allocation of Equity Shares of our Company pursuant to Issue of Equity
Shares to the successful Bidders.

“Allot” or “Allotment”

“Allotted”

or

Unless the context otherwise requires, allotment of Equity Shares pursuant
to fresh Issue.

“Allotment Advice “

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

“Allotment Account(s)”

The account(s) opened with the Banker(s) to this Issue, into which the
application money lying credit to the Escrow Account(s) and amounts
blocked by Application Supported by Blocked Amount in the ASBA Account,
with respect to successful Applicants will be transferred on the Transfer
Date in accordance with Section 40(3) of the Companies Act, 2013.

“Allottee(s)”

A successful Bidder to whom the Equity Shares are Allotted.

“Anchor Investor(s)”

Qualified Institutional Buyers, applying under the Anchor Investor Portion
in accordance with the requirements specified in the SEBI ICDR Regulations
and the Red Herring Prospectus.

“Anchor
Price”

Investor Allocation

Price at which Equity Shares will be allocated to Anchor Investors in terms
of the Red Herring Prospectus and the Prospectus, which will be decided by
our Company, in consultation with the BRLM.

“Anchor Investor Application
Form”

Bid cum Application form used by an Anchor Investor to make a Bid in the
Anchor Investor Portion, and which will be considered as an application for
Allotment in terms of the Red Herring Prospectus and Prospectus.

“Anchor Investor Bid/ Issue
Period” or “Anchor Investor
Bidding Date”

The date, one Working Day prior to the Bid/ Issue Opening Date, on which
Bids by Anchor Investors shall be submitted, prior to and after which BRLM
will not accept any bid from Anchor Investors and allocation to Anchor
Investors shall be completed.

“Anchor Investor Issue Price”

The Anchor Investor Issue Price as decided by our Company in consultation
with the BRLM.

“Anchor Investor Portion”

Up to 60% of the QIB Portion which may be allocated by our Company in
consultation with the BRLM, to Anchor Investors on a discretionary basis in
accordance with the SEBI ICDR Regulations.
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One-third of the Anchor Investor Portion shall be reserved for domestic
Mutual Funds, subject to valid Bids being received from domestic Mutual
Funds at or above the Anchor Investor Allocation Price, in accordance with
the SEBI ICDR Regulations.

“Anchor Investor Pay-in Date”

With respect to Anchor Investor(s), it shall be the Anchor Investor Bidding
Date, and in the event the Anchor Investor Allocation Price is lower than
the Issue Price, not later than two Working Days after the Bid/Issue Closing
Date.

“Application  Supported by
Blocked Amount” or “ASBA

An 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 will include applications made by RIBs using the UPI
Mechanism where the Bid Amount will be blocked upon acceptance of UPI
Mandate Request by RIBs using the UPI Mechanism.

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

“ASBA Account” mentioned in the relevant ASBA Form and includes the account of a RIBs
which is blocked upon acceptance of a UPI Mandate Request made by the
RIBs using the UPI Mechanism.

“ASBA Bid” A Bid made by an ASBA Bidder.

“ASBA Bidders” All Bidders except Anchor Investors.

“ASBA Form”

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

“Banker(s) to the Issue” or
“Refund Banker to the Issue” or
“Public Issue Bank”

Collectively, Escrow Collection Bank, Refund Bank, Public Issue Account
Bank and Sponsor Bank, as the case may be

Issue
“BTI

“Banker(s) to the
Agreement” or
Agreement”

Agreement to be entered amongst our Company, the BRLM, Syndicate
Members, the Bankers to the Issue and Registrar to the Issue for, inter alia,
the appointment of the Sponsor Banks in accordance with the UPI Circulars,
the collection of the Bid Amounts from Anchor Investors, transfer of funds
to the Public Issue Account(s) and where applicable, refunds of the amounts
collected from Anchor Investors, on the terms and conditions thereof.

“Basis of Allotment”

Basis on which Equity Shares will be Allotted to successful Bidders under
the Issue, as described in “Issue Procedure” on page 410.

llBidll

Indication to make an offer during the Bid/Issue Period by an ASBA Bidder
pursuant to submission of the ASBA Form, or during the Anchor Investor
Bidding date 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.

“Bid Amount”

The highest value of Bids as indicated in the Bid cum Application Form and
payable by the Bidder or as blocked in the ASBA Account of the ASBA
Bidder, as the case may be, upon submission of the Bid.

“Bid cum Application Form”

Anchor Investor Application Form and/or the ASBA Form, as the context
requires.

“Bid Lot”

[e] Equity Shares and in multiples of [®] Equity Shares thereafter.

“Bidding”

The process of making the Bid.

“Bid/Issue Closing Date”

Except in relation to any Bids received from the Anchor Investors, the date
after which the Designated Intermediaries will not accept any Bids, being
September 27, 2024, which shall be published in all editions of Financial
Express, the English national newspaper, all editions of Jansatta, the Hindi
national newspaper and all editions of Dainik Bhaskar, the regional
newspaper, (Hindi being the local language of Rajasthan, where our
Registered and Corporate Office is situated), each with wide circulation. In
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case of any revision, the extended Bid/Issue Closing Date will be widely
disseminated by notification to the Stock Exchanges, by issuing a public
notice, and also by indicating the change on the websites of the BRLM and
at the terminals of the other members of the Syndicate and by intimation
to the Designated Intermediaries and the Sponsor Bank, which shall also be
notified in an advertisement in the same newspapers in which the Bid/Issue
Opening Date was published, as required under the SEBI ICDR Regulations.

Our Company, in consultation with the BRLM, may consider closing the
Bid/Issue Period for QIBs one Working Day prior to the Bid/Issue Closing
Date in accordance with the SEBI ICDR Regulations.

“Bid” or “Issue Opening Date”

Except in relation to any Bids received from the Anchor Investors, the date
on which the Designated Intermediaries shall start accepting Bids, being
September 25, 2024, which shall be published in all editions of Financial
Express, the English national newspaper, all editions of Jansatta, the Hindi
national newspaper and all editions of Dainik Bhaskar, the regional
newspaper, (Hindi being the local language of Rajasthan, where our
Registered and Corporate Office is situated), each with wide circulation.

“Bid” or “Issue Period”

Except in relation to Bid received from Anchor Investors, the period
between the Bid/ Issue Opening Date and the Bid/Issue Closing Date,
inclusive of both days, during which prospective ASBA Bidders can submit
their Bids, including any revisions thereof, in accordance with the SEBI ICDR
Regulations and the terms of the Red Herring Prospectus.

Provided however, that the Bidding shall be kept open for a minimum of
three Working Days for all categories of Bidders, other than Anchor
Investors.

“Bidder” or “Applicant”

Any prospective investor who makes 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.

“Bidding Centres” or
“Collection Centres”

Centres at which the Designated Intermediaries shall accept 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” or
“Book Building Method”

The Book building process as described in Part A of Schedule XlII of the SEBI
ICDR Regulations, in terms of which the Issue is being made.

“Book Running Lead Manager”
or “BRLM”

BRLM to the Issue in this case being Holani Consultants Private Limited,
SEBI Registered Category | Merchant Bankers.

“Broker Centres”

Centres notified by the Stock Exchanges where ASBA Bidders can submit
the ASBA Forms to a Registered Broker, provided that retail individual
bidders may only submit ASBA Forms at such broker Centres if they bidding
using the UPI Mechanism.

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).

“CAN” or “Confirmation of
Allocation Note”

Notice or intimation of allocation of the Equity Shares sent to Anchor
Investors, who have been allocated the Equity Shares, on or after the
Anchor Investor Bidding Date.

“Cap Price”

The higher end of the Price Band, above which the Issue Price and the
Anchor Investor Issue Price will not be finalised and above which no Bids
will be accepted including any revisions thereof.

“Client ID”

Client identification number of the Bidders beneficiary account.

“Collecting Depository
Participant” or “CDP”

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

7



http://www.bseindia.com/
http://www.nseindia.com/

b HEAT
EXCHANCERS

Term

Description

November 10, 2015 issued by SEBI as per the list available on the respective
websites of the Stock Exchanges, (www.bseindia.com &
www.nseindia.com), as updated from time to time.

“Cut-off Price”

The Issue Price, finalised by our Company in consultation with the BRLM,
which shall be any price within the Price Band.

Only RIBs Bidding in the Retail Portion are entitled to Bid at the Cut-off
Price. QIBs (including the Anchor Investors) and Non-Institutional Bidders
are not entitled to Bid at the Cut- off Price.

“Designated Branches of the
SCSBs” or “Designated SCSB
Branches”

Such branches of the SCSBs which shall 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=y
es and updated from time to time, or at such other website as may be
prescribed by SEBI from time to time.

“Demographic Details”

Details of the Bidders including the Bidder’s address, name of the Bidder’s
father/husband, investor status, occupation, bank account details and UPI
ID, as applicable.

“Designated CDP Locations”

Such locations of the Collecting Depository Participants (CDPs) where ASBA
Bidders can submit the ASBA Forms, provided that Retail Individual Bidders
may only submit ASBA Forms at such locations if they are Bidding using the
UPI Mechanism.

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

“Designated Date”

The date on which the Escrow Collection Bank(s) transfer funds from the
Escrow Account to the Public Issue Account or the Refund Account, as the
case may be, and/or the instructions are issued to the SCSBs (in case of RIBs
using the UPI Mechanism, instruction issued through the Sponsor Bank) for
the transfer of amounts blocked by the SCSBs in the ASBA Accounts to the
Public Issue Account or are unblocked, as the case may be, in terms of the
Red Herring Prospectus and the Prospectus after finalisation of the basis of
allotment in consultation with designated stock exchange, following which
Equity Shares will be allotted in the Issue.

“Designated Intermediary(ies)”

In relation to ASBA Forms submitted by Retail Individual Bidders (RIBs) (not
using the UPI mechanism) authorizing an SCSB to block the Bid Amount in
the ASBA Account, Designated Intermediaries shall mean SCSBs.

In relation to ASBA Forms submitted by RIBs (bidding using UPI Mechanism)
where the Bid Amount will be blocked upon acceptance of UPI Mandate
Request by such RIB using the UPI Mechanism, Designated Intermediaries
shall mean Syndicate, sub-syndicate / agents, Registered Brokers, CDPs and
RTAs.

In relation to ASBA Forms submitted by QIBs and Non-Institutional Bidders,
Designated Intermediaries shall mean Syndicate, sub-syndicate / agents,
SCSBs, Registered Brokers, the CDPs and RTAs.

“Designated RTA Locations”

Such locations of the RTAs where Bidders can submit the ASBA Forms to
RTAs, provided that RIBs may only submit ASBA Forms at such locations if
they are Bidding using the UPI Mechanism.

The details of such Designated RTA Locations, along with names and contact
details of the RTAs are available on the respective websites of the Stock
Exchanges (www.bseindia.com and www.nseindia.com respectively) as
updated from time to time.
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“Designated Stock Exchange”

Bombay Stock Exchange (BSE)

“Draft Red Herring Prospectus”
or “DRHP”

This Draft Red Herring Prospectus dated March 30, 2024 filed with the SEBI
and Stock Exchanges and issued in accordance with the SEBI ICDR
Regulations, which does not contain complete particulars of the price at
which our Equity Shares will be allotted and the size of the Issue, including
any addenda or corrigenda thereto.

”D& B”

Dun and Bradstreet Information Services India Private Limited.

“D&B Report”

Industry report titled “Industry Assessment: Indian Heat Exchanger
Industry” dated August 12, 2024, which is exclusively prepared for the
purpose of the Issue by D&B and is commissioned and paid by our
Company.

IIDPR’I

Detailed Project Report dated August 20, 2024 which is exclusively
prepared for the purpose of the Issue by Q-Serv Consultants Private Ltd and
verified by M/s. Keyur Shah & Co., Chartered Accountants & is
commissioned and paid by our Company.

“Eligible FPI(s)”

FPIs that are eligible to participate in this issue in terms of applicable laws,
other than individual, corporate bodies and family offices.

“Eligible NRI(s)”

NRI(s) from jurisdictions outside India where it is not unlawful to make an
Issue or invitation under the Issue and in relation to whom Bid cum
Application Form and the Red Herring Prospectus will constitute an
invitation to subscribe to or to purchase the Equity Shares.

“Escrow Account(s)”

The ‘no-lien’ and ‘non-interest bearing’ account(s) to be opened with the
Escrow Collection Bank(s) and in whose favour the Anchor Investors will
transfer money through direct credit/ NEFT/ RTGS/NACH in respect of Bid
Amounts when submitting a Bid.

“Escrow Collection Bank(s)”

Bank(s) which are clearing members and registered with SEBI as banker(s)
to anissue under the Securities and Exchange Board of India (Bankers to an
Issue) Regulations, 1994 and with whom the Escrow Account will be
opened, in this case being HDFC Bank Limited.

“EPCG”

Export Promotion Capital Goods

“First Bidder” or “Sole Bidder”

Bidder whose name shall be mentioned in the Bid cum Application Form or
the Revision Form and in case of joint Bids, whose name shall also appear
as the first holder of the beneficiary account held in joint names.

“Floor Price”

The lower end of the Price Band, subject to any revision(s) thereto, not
being less than the face value of Equity Shares, at or above which the Issue
Price and the Anchor Investor Issue Price will be finalised and below which
no Bids will be accepted.

“Fraudulent Borrower”

A company or person, as the case may be, categorized as a fraudulent
borrower by any bank or financial institution or consortium thereof, in
terms of the Master Directions on “Frauds — Classification and Reporting by
commercial banks and select FIs” dated July 1, 2016.

“Fugitive Economic Offender”

A fugitive economic offender as defined under the Fugitive Economic
Offenders Act, 2018.

“General Information
Document” or “GID”

The General Information Document for investing in public issues prepared
and issued in accordance with the circular
(SEBI/HO/CFD/DIL1/CIR/P/2020/37) dated March 17, 2020 issued by SEBI,
suitably modified and updated pursuant to, among others, the circular no.
(SEBI/HO/CFD/DIL2/CIR/P/2020/50) dated March 30, 2020 issued by SEBI
and the UPI circulars as amended from time to time. The General
Information Document shall be available on the websites of the Stock
Exchanges, and the BRLM.

“HCPL”

Holani Consultants Private Limited.

“Issue” or “Issue Size” or
“Initial Public Offer” or “Initial
Public Issue” or “IPO”

The issue of up to 1,55,23,000 Equity Shares for cash at a price of X [e]/-per
Equity Share (including premium of X [e@]/- per Equity Share) aggregating up
to X [e] Lakhs by our Company.
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Our Company, in consultation with the BRLM, has undertaken a Pre-IPO
Placement of 4,77,000 Equity Shares aggregating to X 954 Lakhs. The
proceeds of the Pre-IPO Placement shall be utilized towards General
Corporate purposes and Fresh Issue size disclosed in the Draft Red Herring
Prospectus is reduced by 4,77,000 Equity Shares, subject to compliance
with Rule 19(2)(b) of the SCRR. The Pre-IPO Placement has not exceeded
20% of the size of the Fresh Issue.

“Issue Agreement”

Agreement dated March 27, 2024 entered amongst our Company and the
BRLM, pursuant to which certain arrangements have been agreed to in
relation to the Issue.

“Issue Price”

The final price (within the price band) at which Equity Shares will be Allotted
to successful ASBA Bidders as determined by the books building process by
our company in consultation with the BRLM in terms of the Red Herring
Prospectus on the pricing date. Equity Shares will be Allotted to Anchor
Investors at the Anchor Investor Issue Price in terms of the Red Herring
Prospectus.

The proceeds of the Issue which shall be available to our Company. For

Issue P:oceeds or "Gross further information about use of the Issue Proceeds, see chapter “Objects
Proceeds e
of the Issue” beginning on page 118.
The mobile applications which may be used by RIBs to submit Bids using the
“Mobile App” UPI Mechanism as provided under ‘Annexure A’ for the SEBI circular
number SEBI/HO/CFD/DIL2/CIR/P/2019/85 dated July 26, 2019.
“Monitoring Agency” CRISIL Rating Limited
“Monitoring Agency | Agreement dated Crisil Ratings Limited entered into between our Company

Agreement”

and the Monitoring Agency in relation to monitoring of gross proceeds.

“Mutual Fund Portion”

5% of the Net QIB Portion, or at least 1,55,415 Equity Shares which shall be
available for allocation to Mutual Funds only, on a proportionate basis,
subject to valid Bids being received at or above the Issue Price.

“Net Proceeds”

Gross Proceeds of the Issue less our Issue expenses. For further details
regarding the use of the Net Proceeds and the Issue expenses, see chapter
“Objects of the Issue” beginning on page 118.

“Net QIB Portion”

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

“Non-Institutional Bidders” or
“Non-Institutional  Investors”
or “NlIs”

All Bidders that are not QIBs or RIBs and who have Bid for Equity Shares for
an amount of more than X 2 Lakh (but not including NRIs other than Eligible
NRIs).

“Non-Institutional Portion”

The portion of the Net Issue, being not less than 15% of the Net Issue or not
less than 23,87,215 Equity Shares, which are available for allocation on a
proportionate basis to Non-Institutional Bidders, subject to valid Bids being
received at or above the Issue Price.

“Non-Resident”

A person resident outside India, as defined under FEMA and includes FPls,
VCFs, FVCls and NRI.

”OEM"

Original Equipment Manufacturer

”

“Pre — IPO Placement

Our Company, in consultation with the BRLM, has undertaken a Pre-IPO
Placement of 4,77,000 Equity Shares aggregating to X 954 Lakhs. The
proceeds of the Pre-IPO Placement shall be utilized towards General
Corporate purposes and Fresh Issue size disclosed in the Draft Red Herring
Prospectus is reduced by 4,77,000 Equity Shares, subject to compliance
with Rule 19(2)(b) of the SCRR. The Pre-IPO Placement has not exceeded
20% of the size of the Fresh Issue.

“Price Band”

The price band of a minimum price of X [@] per Equity Share (Floor Price)
and the maximum price of X [e] per Equity Share (Cap Price) including any
revisions thereof.

The price band and the minimum bid lot size for the issue will be decided
by our company, in consultation with the BRLM and will be advertised, at
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least two working days prior to the Bid/Issue opening date, which shall be
published in all editions of Financial Express, the English national
newspaper, all editions of Jansatta, the Hindi national newspaper and all
editions of Dainik Bhaskar, the Regional newspaper, (Hindi being the local
language of Rajasthan, where our Registered and Corporate Office is
situated), each with wide circulation and shall be made available to the
stock exchanges for the purpose of uploading on their respective websites.

“Pricing Date”

Date on which our Company in consultation with the BRLM will finalize the
Issue Price.

’

“Promoters Contribution”

Aggregate of 20% of the fully diluted post-issue Equity Share capital of our
Company that is eligible to form part of the minimum promoter’s
contribution, as required under the provisions of the SEBI ICDR Regulations,
held by our Promoters, which shall be locked in for a period of 18 months
from the date of Allotment.

“Prospectus”

Prospectus dated [e] to be filed with the RoC on or after the Pricing Date in
accordance with provisions of Section 26 and section 32 of the Companies
Act, and the SEBI ICDR Regulations containing, inter alia, the Issue Price, the
size of the Issue and certain other information, including any addenda or
corrigenda thereto.

“Public Issue Account”

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

“Public Issue Account Bank”

The bank with whom the Public Issue Account(s) will be opened for
collection of Bid Amounts from the Escrow Account(s) and ASBA Accounts
on the Designated Date, in this case being Kotak Mahindra Bank Limited.

“QIB Portion”

The portion of the Issue, being not more than 50% of the Net Issue or not
more than 76,57,455 Equity Shares which shall be allotted to QIBs on a
proportionate basis, including the Anchor Investor Portion (in which
allocation shall be on a discretionary basis, as determined by our Company
in consultation with the BRLM), subject to valid Bids being received at or
above the Issue Price.

4

“Qualified Institutional Buyers”
or “QIBs” or “QIB Bidders”

Qualified Institutional Buyers as defined under Regulation 2(1) (ss) of the
SEBI ICDR Regulations.

“QIB Bid/ Issue Closing Date”

In the event our Company, in consultation with the BRLM decides to close
bidding by QIBs one day prior to the bid/issue closing date, the date one
day prior to the bid/Issue Closing date; otherwise, it shall be the same as
the bid/ issue closing date.

“Red Herring Prospectus” or
”RHP”

The Red Herring Prospectus dated September 13, 2024 to be issued in
accordance with Section 32 of the Companies Act, and SEBI ICDR
Regulations, which will not have complete particulars of the price at which
the Equity Shares will be allotted including any addenda or corrigenda
thereto.

The Red Herring Prospectus will be filed with the RoC at least three Working
Days before the Bid/Issue Opening Date and will become the Prospectus
upon filing with the RoC after the Pricing Date including any agenda or
corrigenda thereto.

“Refund Account(s)”

Account to be opened with the Refund Bank(s), from which refunds, if any,
of the whole or part of the Bid Amount to the Anchor Investors shall be
made.

“Refund Bank(s)”

The bank(s) which are clearing members registered with SEBI under the SEBI
BTI Regulations, with whom the Refund Account(s) will be opened, in this
case being Kotak Manindra Bank Limited and HDFC Bank Limited.

“Registered Brokers”

Stock brokers registered with SEBI under the Securities and Exchange Board
of India (Stock Brokers and Sub-Brokers) Regulations, 1992 and the stock
exchanges having nationwide terminals, other than the Members of the
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Term

Description

Syndicate and eligible to procure Bids in terms of Circular No.
CIR/CFD/14/2012 dated October 4, 2012, issued by SEBI.

“Registrar Agreement” or “RTA
Agreement”

Agreement dated March 27, 2024, entered amongst our Company and the
Registrar to the Issue, in relation to the responsibilities and obligations of
the Registrar to the Issue pertaining to the Issue.

“Registrar and Share Transfer
Agents”

Registrar and share transfer agents registered with SEBI and eligible to
procure Bids at the Designated RTA Locations in terms of, among others,
circular no. CIR/CFD/POLICYCELL/11/2015 dated November 10, 2015,
issued by SEBI.

“Registrar to the Issue” or
“Registrar” or “RTA”

Bigshare Services Private Limited.

“Retail Individual Bidder(s)” or
“RIB(s)” or “Retail Individual
Investors” or “RIIs”

Individual Bidders, who have Bid for the Equity Shares for an amount which
is not more than X 2,00,000 in any of the bidding options in the Issue
(including HUFs applying through their Karta and Eligible NRIs) and does not
include NRIs (other than Eligible NRlIs).

“Retail Portion”

The portion of Net Issue, being not less than 35% of the Net Issue or not
less than 54,78,330 Equity Shares, available for allocation to RIBs as per SEBI
ICDR Regulations, subject to valid Bids being received at or above the Issue
Price.

“Revision Form”

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

QIBs bidding in QIB portion and NIBs bidding in non-institutional portion are
not permitted to withdraw or lower their Bids (in terms of quantity of Equity
Shares or the Bid Amount) at any stage. RIBs can revise their Bids during the
Bid/ Issue Period and withdraw their Bids until Bid/Issue Closing Date.

“Self-Certified
Bank(s)” or “SCSBs”

Syndicate

The banks registered with SEBI, which offer the facility of ASBA services,
(i) in relation to ASBA, where the Bid Amount will 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?doRecognis
edFpi=yes&intmld=34 or

https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognis
edFpi=yes&intmld=35 as applicable and updated from time to time
and at such other websites as may be prescribed by SEBI from time to

time,
(i) in relation to RIBs using the UPI Mechanism, a list of which is available
on the website of SEBI at

https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognis
edFpi=yes&intmld=40 or such other website as may be prescribed by
SEBI and updated from time to time.

Applications through UPI in the Issue can 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 is
available on the website of SEBI at
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi
=yes&intmld=43 and updated from time to time and such other website as
may be prescribed by SEBI from time to time.

“Specified Locations”

Bidding Centres where the Syndicate shall accept ASBA Forms from Bidders,
a list of which is included in the ASBA Form.

“Sponsor Bank”

Banker to the Issue registered with SEBI which is appointed by our company
to act as a conduit between the Stock Exchanges and the National Payments
Corporation of India in order to push the UPI mandate request and/or

12



https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmId=34
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmId=34
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmId=35
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmId=35
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmId=40
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmId=40
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmId=43
https://www.sebi.gov.in/sebiweb/other/OtherAction.do?doRecognisedFpi=yes&intmId=43

b HEAT
EXCHANCERS

Term

Description

payment instructions of the RIBs using the UPI, and carry out other
responsibilities, in terms of the UPI Circulars, in this case being Kotak
Mahindra Bank Limited and HDFC Bank Limited.

“Stock Exchanges”

Together, the BSE and NSE.

“Syndicate” or “Members of
the Syndicate”

Together, the BRLM and the Syndicate Members.

“Syndicate Agreement”

Agreement dated August 06, 2024, entered into amongst our Company, the
Registrar to the Issue, the BRLM and the members of the Syndicate in
relation to the procurement of Bid cum Application Forms by the Syndicate.

“Syndicate Members”

Intermediaries (other than BRLM) registered with SEBI who are permitted
to accept bids, applications and place orders with respect to the Issue and
carry out activities as underwriters namely, Holani Consultants Private
Limited and Nikunj Stock Brokers Limited

“Underwriters”

[e]

”

“Underwriting Agreement

Agreement dated [e], entered into amongst the Underwriters and Our
Company, on or after pricing date but before filing of the Prospectus.

llUPIII

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

“UPI Circulars”

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 08, 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 number SEBI/HO/CFD/DIL2/CIR/P/2022/45 dated April 5,
2022, SEBI circular number SEBI/HO/CFD/DIL2/CIR/P/2022/51 dated April
20, 2022, SEBI circular number 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.

“UPI ID”

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

“UPI Mandate Request”

A request (intimating the RIB by way of a notification on the UPI linked
mobile application as disclosed by SCSBs on the website of SEBI and by way
of a SMS directing the RIB to such UPI linked mobile application) to the RIB
using the UPI Mechanism) initiated by the Sponsor Bank to authorise
blocking of funds equivalent to Bid Amount in the relevant ASBA account
through the UPI linked mobile application, and subsequent debit of funds
in case of Allotment.

“UPI Mechanism”

The bidding mechanism that may be used by UPI Bidders to make the bid in
the issue in accordance with the UPI Circulars.

“UPI PIN”

Password to authenticate UPI transaction.

“Willful Defaulter”

A company or person, as the case may be, categorized as a willful defaulter
by any bank or financial institution or consortium thereof, in terms of
regulation 2(1) (lll) of the SEBI ICDR Regulations.

“Working Day”

All days on which commercial banks in Mumbai are open for business;
provided however, with reference to (a), announcement of Price Band; and
(b) Bid/Issue Period, “Working Day” shall mean all days, excluding
Saturdays, Sundays and public holidays, on which commercial banks in
Mumbai are open for business; and (c), the time period between the
Bid/Issue Closing Date and the listing of the Equity Shares on the Stock
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Term

Description

Exchanges, “Working Day” shall mean all trading days of the Stock
Exchanges, excluding Sundays and bank holidays, as per circulars issued by
SEBI.

Technical/Industry Related Terms/Abbreviations

Term Description

APAC Asia-Pacific

ASME American Society of Mechanical Engineers

ASM Additional Surveillance Measure

AHUs Air Handling Units

BS EN ISO British Standard European Standard International Standard Organization
BPCL Bharat Petroleum Corporation

BIRAC Biotechnology Industry Research Assistance Council
BEE Bureau of Energy Efficiency

BIS Bureau of Indian Standards

BOT Build-Operate-Transfer

CBB Central Boiler Board

CPI Consumer Price Index

CNC Computer Numerical Control

CPCB Central Pollution Control Board

CAGR Compounded Annual Growth Rate

DPP Democratic Progressive Party

CBC Energy Conservation Building Code

ECLGS Emergency Credit Linked Guarantee Scheme

EC ACT Energy Conservation Act

EPCG Export Promotion Capital Goods

ESR’s Essential Safety Requirements

F&B Food and Beverage

GCCs Global Capability Centers

GDP Gross Domestic Product

GCLGS Government Credit Linked Guarantee Scheme

GFCF Gross Fixed Capital Formation

GSM Graded Surveillance Measures

GVA Gross Value Added

HAM Hybrid Annuity Mode

HVAC Heating, Ventilation, and Air Conditioning

HVAC&R Heat Ventilation Air Conditioning and Refrigeration Industry
ISO International Organization for Standardization

IBR The Indian Boiler Regulations

IIG India Investment Grid

1P Index of Industrial Production

KPIS Key Financial and Operational Performance Indicators
LPG Liquid Petroleum Gas

LT Low Tension

MEP Mechanical, Electrical, and Plumbing

MNCs Multinational Corporations

MSME Ministry of Micro, Small & Medium Enterprises
MOSPI Ministry of Statistics & Programmed Implementation
NIP National Infrastructure Pipeline

NMP National Monetization Pipeline

NSO National Statistics Office

OEMs Original equipment manufacturer

OH&S Occupational Health and Safety

14




b HEAT

ExXCHANCERS
Term Description
QMs Quality Management System
PFCE Private Final Consumption Expenditure
PEB Pre-Engineered Building
PED Pressure Equipment Directive
PLI Production Linked Incentive
PFCE Private Final Consumption Expenditure
PHE’s Plate Heat Exchangers
PPP Public-Private Partnerships
QMs Quality Management System
RIICO Rajasthan State Industrial Development & Investment Corporation Limited
RAC Room Air Conditioners
RCC Reinforced Cement Concrete
RIPS Rajasthan Investment Promotion Scheme
RoDTEP Remission of Duties and Taxes on Exported Products
S&L Standards and Labelling
STHE Shell and Tube Heat Exchanger
STP Sewage Treatment Plants
TEMA Tubular Exchanger Manufacturers Association
UL Underwriters Laboratories
VRF Variable Refrigerant Flow
WPI Wholesale Price Index
WEO World Economic Outlook

Conventional and General Terms or Abbreviations

Term

Description

“X” or “Rs.” or “Rupees” or
lllNRII

Indian Rupees

“Nc” Account

“AGM” Annual general meeting

“Air Act” Air (Prevention and Control of Pollution) Act, 1981

“AlFs” Alternative Investments Funds as defined in and registered with SEBI under
the SEBI AIF Regulations

“AS” or “Accounting | Accounting Standards as issued by the Institute of Chartered Accountants

Standard” of India

“ASBA” Applications Supported by Blocked Amount

“AY” Assessment year

“BSE” BSE Limited

“Calendar Year” or “CY”

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

“CAD” Current Account Deficit
“CAGR” Compound Annual Growth Rate
“CAN” Common Account Number

“Category | AIF”

AlFs who are registered as “Category | Alternative Investment Funds” under
the SEBI AIF Regulations

“Category | FPIs”

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

“Category Il AIF”

AlFs who are registered as “Category Il Alternative Investment Funds” under
the SEBI AIF Regulations

”

“Category Il FPIs

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

“Category Il AIF”

AlFs who are registered as “Category Il Alternative Investment Funds” under
the SEBI AIF Regulations

”CDSL”

Central Depository Services (India) Limited
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Term Description
“CEO” Chief Executive Officer
“CFO” Chief Financial Officer
“CIN” Corporate Identity Number

“Companies Act, 1956”

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

“Companies Act, 2013” or
“Companies Act”

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

“CSR” Corporate Social Responsibility
“cy” Calander Year
“Depository” or | NSDL and CDSL

“Depositories”

“Depositories Act”

Depositories Act, 1996

“DIN” Director Identification Number

“DPIT” Department for Promotion of Industry and Internal Trade, Ministry of
Commerce and Industry, Government of India (earlier known as the
Department of Industrial Policy and Promotion)

“DP ID” Depository Participant Identification

“DP”  or  “Depository | Depository participant as defined under the Depositories Act

Participant”

“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

“ESI Act” Employees State Insurance Act, 1948

“ESIC” Employees State Insurance Corporation

“ERP” Enterprise Resource Planning

“FDI” Foreign direct investment

“FDI Policy”

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

“FEMA”

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

“FEMA Rules”

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

“Financial Year” or “Fiscal”
or “FY”

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

“FMCG” Fast Moving Consumer Goods

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

“FVCI(s)” Foreign venture capital investors as defined and registered under the SEBI
FVCI Regulations

“GAAP” Generally Accepted Accounting Principles

“G — Secs” Government Securities or Government Bonds

“GDP” Gross domestic product

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

Government of India

“GST” Goods and Services Tax

“GSTIN” Goods and Service Tax Identification Number
“HNIs” High Networth Individuals

“HRD” Human Resource Development

“HUF” Hindu Undivided Family

“ICAI” The Institute of Chartered Accountants of India
“IFRS” International Financial Reporting Standards
“IFSC” Indian Financial System Code
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Term Description
“IMF” International Monetary Fund
“Ind AS” or “Indian | Indian Accounting Standards notified under Section 133 of the Companies Act,

Accounting Standards” or
“Ind AS Rules”

2013 read with the Companies (Indian Accounting Standards) Rules, 2015, as
amended

“Ind AS 24" Indian Accounting Standard 24, “Related Party Disclosures”, notified by the
Ministry of Corporate Affairs under Section 133 of the Companies Act, 2013
read with the Companies (Indian Accounting Standards) Rules, 2015, as
amended and other relevant provisions of the Companies Act, 2013

“1PO” Initial Public Offer

“IRDAI” Insurance Regulatory and Development Authority of India

“ISIN” International Securities Identification Number

“IST” Indian Standard Time

“T” Information Technology

“IT Act” The Income Tax Act, 1961

“KYC” Know Your Customer

“MCA” Ministry of Corporate Affairs

“Mutual Fund (s)”

Mutual Fund(s) means mutual funds registered under the SEBI (Mutual Funds)
Regulations, 1996

“N/A” or “NA” or “N.A.”

Not applicable

“NACH”

National Automated Clearing House

“NAV” Net Asset Value

“NBFC” Non-Banking Financial Company

“NEFT” National Electronic Funds Transfer

“NOC” No Objection Certificate.

“NPCI” National Payments Corporation of India

“NRE Account” Non-resident external account established in accordance with the Foreign
Exchange Management (Deposit) Regulations, 2016.

“NRI” or “Non-Resident | person resident outside India who is a citizen of India as defined under the

Indian” Foreign Exchange Management (Deposit) Regulations, 2016 or is an ‘Overseas
Citizen of India cardholder within the meaning of section 7(A) of the
Citizenship Act, 1955.

“NRO Account” Non-resident ordinary account established in accordance with the Foreign
Exchange Management (Deposit) Regulations, 2016.

“NSDL” National Securities Depository Limited.

“NSE” National Stock Exchange of India Limited.

“ocB” or “Overseas | An entity de-recognised through Foreign Exchange Management (Withdrawal

Corporate Body”

of General Permission to Overseas Corporate Bodies (OCBs)) Regulations,
2003. OCBs are not allowed to invest in the Issue.

“p.a.” Per annum

“P/E Ratio” Price/earnings ratio

“PAN” Permanent account number
“PAT” Profit After Tax

“RBI” The Reserve Bank of India

“Regulation S”

Regulation S under the U.S. Securities Act

“RoNW” or “Return on Net
Worth”

Restated profit after tax attributable to equity shareholders of our Company
divided by total equity attributable to the equity shareholders of our Company
at period/year-end.

“RF” Risk Factor

“RTGS” Real Time Gross Settlement

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

“SCORES” SEBI complaints redress system

“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
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Term

Description

“SEBI AIF Regulations”

Securities and Exchange Board of India (Alternative Investments Funds)
Regulations, 2012 as amended from time to time

“SEBI BTl Regulations”

Securities and Exchange Board of India (Bankers to an Issue) Regulations, 1994
as amended from time to time

“SEBI FPI Regulations”

Securities and Exchange Board of India (Foreign Portfolio Investors)
Regulations, 2019 as amended from time to time

“SEBI FVCI Regulations”

Securities and Exchange Board of India (Foreign Venture Capital Investors)
Regulations, 2000 as amended from time to time

“SEBI ICDR Regulations”

Securities and Exchange Board of India (Issue of Capital and Disclosure
Requirements) Regulations, 2018 as amended from time to time

“SEBI  Insider
Regulations”

Trading

Securities and Exchange Board of India (Prohibition of Insider Trading)
Regulations, 2015 as amended from time to time

“SEBI Listing Regulations”

Securities and Exchange Board of India (Listing Obligations and Disclosure
Requirements) Regulations, 2015 as amended from time to time

“SEBI Merchant Bankers
Regulations”

Securities and Exchange Board of India (Merchant Bankers) Regulations, 1992
as amended from time to time

“SEBI Mutual Funds

Regulations”

Securities and Exchange Board of India (Mutual Funds) Regulations, 1996 as
amended from time to time

“SEBI VCF Regulations”

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

“, STTII

Securities transaction tax

“State Government”

The government of a state in India

“Takeover Regulations”

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

“Trademarks Act”

Trademarks Act, 1999

IITA N ”

Tax deduction account number

“U.S.” or “USA” or “United
States”

United States of America, its territories and possessions, any State of the
United States, and the District of Columbia

“USD” or “USS” or “U.S.
Dollar” or “U.S. Dollars”

United States Dollars

“U.S. Securities Act”

U.S. Securities Act of 1933, as amended

“VAT” Value Added Tax

“VCFs” Venture Capital Funds as defined in and registered with SEBI under the SEBI
VCF Regulations

“YoY” Year over year
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SUMMARY OF THE ISSUE DOCUMENT

This section is a general summary of certain disclosures included in this Red Herring Prospectus and is
not exhaustive, nor does it purport to contain a summary of all the disclosures in this Red Herring
Prospectus 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 Red
Herring Prospectus, including the sections titled “Risk Factors”, “The Issue”, “Capital Structure”, “Our
Business”, “Industry Overview”, “Our Promoters and Promoter Group”, “Objects of the Issue”,
“Restated Financial Information”, “Management’s Discussions and Analysis of Financial Condition
and Results of Operations”, “Issue Structure” and “Outstanding Litigations and Material
Developments” on pages 33, 91, 106, 202, 156, 262, 118, 270, 346, 406 and 370 respectively.

PRIMARY BUSINESS OF OUR COMPANY

KRN Heat Exchanger and Refrigeration Limited manufactures fin and tube type Heat Exchangers for
the Heat Ventilation Air Conditioning and Refrigeration Industry (“HVAC&R”). Heat Exchangers
manufactured by us are made of non-ferrous metals primarily Copper and Aluminium. Our product
range includes condenser coils, evaporator units, evaporator coils, header/copper parts, fluid and
steam coils and sheet metal parts.

We manufacture heat exchangers of various shapes and sizes as per the requirement of the customers
and / or demand in the market. The sizes of heat exchanger tubes diameter manufactured by us ranges
from 5MM to 15.88 MM.

SUMMARY OF THE INDUSTRY IN WHICH OUR COMPANY OPERATES

Heat exchangers transfer thermal energy from one fluid to another, while ensuring that the fluids do
not mix. This process is facilitated by conduction, enabling the heat exchanger to heat or cool a
substance. Heat exchangers provide a means of regulating temperature, enhancing efficiency, averting
overheating, and mitigating other potential hazards, resulting in an improvement in safety standards.
Being an efficient source of energy saving, heat exchangers find applications across a broad range of
domestic and industrial applications such as steam power plants, chemical processing plants, food
processing, HVAC systems, mining, pulp and paper, metallurgy etc.

The global heat exchanger market is valued at USD 16.8 billion in 2023, with the industry experiencing
a robust CAGR of 6.4% from 2019 to 2023 whereas the Indian market for heat exchanger reached USD
689 million per annum in 2023 with the annual industry turnover increasing by a CAGR of 10% between
2019 and 2023. This growth is primarily driven by the increasing global demand for sustainable, low-
energy consumption solutions that are also cost-effective

NAME OF THE PROMOTERS

The Promoters of Our Company consists of namely Santosh Kumar Yadav, Anju Devi and Manohar Lal.
For further details, see “Our Promoters and Promoter Group” beginning on page 262.

THE ISSUE

The following table summarizes the details of the Issue. For further details, see “The Issue” and “Issue
Structure” on page 91 and 406 respectively.

Issue Up to 1,55,23,000 Equity Shares of face value of X 10/- each for cash at price of X [e] per Equity
Share (including a premium of X [e] per Equity Share), aggregating up to X [e] Lakhs.

of which

(i) Fresh Issue (1" Up to 1,55,23,000 Equity Shares of face value of X 10/- each aggregating up to X [e] Lakhs

(i) Offer for Sale NIL

(1) The Issue has been authorized by a resolution of our Board dated March 20, 2024, and by a special resolution of our Shareholder, dated
March 26, 2024.

AOur Company, in consultation with the BRLM, has undertaken a Pre-IPO Placement of 4,77,000 Equity Shares aggregating to X 954 Lakhs. The

proceeds of the Pre-IPO Placement shall be utilized towards General Corporate purposes and Fresh Issue size disclosed in the Draft Red Herring

Prospectus is reduced by 4,77,000 Equity Shares, subject to compliance with Rule 19(2)(b) of the SCRR. The Pre-IPO Placement has not exceeded

20% of the size of the Fresh Issue.
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The Issue shall constitute [®] % of the post Issue paid up Equity Share capital of our Company.
OBIJECTS OF THE ISSUE

Our Company proposes to utilize the Net Proceeds towards funding the following objects:

(X in Lakhs)
Objects Amount*
Investment in our wholly owned subsidiary, KRN HVAC Products Private Limited in the form of
equity for setting up a new manufacturing facility at Neemrana, Alwar, Rajasthan (“Proposed 24,246.10
Project”).
General corporate purposes* [e]
Net Proceeds* [o]

* To be finalized upon determination of the Issue Price and updated in the Prospectus prior to filing with the Registrar
of Companies.

Our Company, in consultation with the BRLM, has undertaken a Pre-IPO Placement of 4,77,000 Equity
Shares aggregating to X 954 Lakhs. The proceeds of the Pre-IPO Placement shall be utilized towards
General Corporate purposes and Fresh Issue size disclosed in the Draft Red Herring Prospectus is
reduced by 4,77,000 Equity Shares, subject to compliance with Rule 19(2)(b) of the SCRR. The Pre-IPO
Placement has not exceeded 20% of the size of the Fresh Issue. For further details, see “Objects of the
Issue” on page 118.

AGGREGATE PRE-ISSUE SHAREHOLDING OF OUR PROMOTERS, PROMOTER GROUP AND THE
SELLING SHAREHOLDERS

There are no selling shareholders in our Company. The aggregate pre-Issue shareholding of our
Promoters and Promoter Group as a percentage of the pre-Issue paid-up Equity Share capital of our
Company is set out below:

Pre-Issue
S. No. Name of shareholder Number of Equity Shares | Percentage of Equity Share capital (%)
on a fully diluted basis**

(A) Promoter

1. | Santosh Kumar Yadav 2,02,99,950 43.54%

2. | Anju Devi 2,37,00,000 50.85%

3. | Manohar Lal 10 Negligible
Total (A) 4,39,99,960 94.39%
(B) Promoter Group

1. | Komal Yadav 10 Negligible

2. | Yashpal Yadav 10 Negligible
Total (B) 20 Negligible
TOTAL (A+B) 4,39,99,980 94.39%

SUMMARY DERIVED FROM THE RESTATED FINANCIAL INFORMATION

The following information has been derived from our Consolidated Restated Financial Information for
the financial year ended on March 31, 2024, and from Standalone Restated Financial Information for
the financial year ended on March 31, 2023 and 2022:

(X in Lakhs except share capital)

For the Financial Year ended on
Particulars March 31, 2024 | March 31, 2023 | March 31, 2022
(Consolidated) (Standalone) (Standalone)

Equity Share capital 46,13,66,000 44,00,00,000 44,00,00,00
Net Worth () 13,164.71 5957.01 2553.15
Revenue from operations 30,828.31 24,748.08 15,611.46
Profit / (loss) for the period / year 3,906.86 3,231.35 1,059.04
Basic earnings per share (adjusted after Bonus Issue) (in X) @ 8.69 7.34 2.41
Diluted earnings per share (adjusted after Bonus Issue) (in X) @ 8.69 7.34 2.41
Net Asset Value per Share (adjusted after Bonus Issue) (in X) ) 28.53 13.54 5.80
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Particulars

For the Financial Year ended on

March 31, 2024 | March 31, 2023 | March 31, 2022
(Consolidated) (Standalone) (Standalone)

Total Borrowings ¢

5,969.19 3,664.43 2,212.21

(1)
(2)

(3)
(4)
(5)

outstanding during the year.
outstanding during the year.

number of Equity Shares outstanding at the end of the year.

Net Worth has been defined as the aggregate value of the equity paid-up share capital and all reserves.
Basic earnings per share (%) = Profit/(loss) for the year divided by total weighted average number of equity shares

Diluted earnings per share (X) = Profit/(loss) for the year divided by total weighted average number of diluted equity shares
Net Asset Value per Share = Restated Equity attributable to equity holders of the issuer as at year end divided by total

Total Borrowings = non-current borrowings + current borrowings, incl. unsecured loans

For further details see “Restated Financial Information”, “Other Financial Information” and “Basis

for Issue Price” on pages 270, 338 and 140 respectively.

The details of the revenue derived from the sale of the major products by our company for the
Financial Years ended on March 31, 2024, 2023 and 2022 is as under:

(X in lakhs)
FY 23-24 FY 22-23 FY 21-22
SN Product (Consolidated) (Standalone) (Standalone)
% of total % of total % of total
Amount Amount Amount
revenue revenue revenue
1 | Evaporator Coils 11,558.70 37.49% 7,153.35 28.90% 5,144.01 32.95%
2 | Condenser Coils 17,029.57 55.24% 15,226.80 61.53% 9,946.54 63.71%
3 | Headers/ Copper Parts 467.81 1.52% 181.69 0.73% 57.19 0.37%
4 | Sheet Metal Parts 14.10 0.05% 16.50 0.07% 5.72 0.04%
h .
5 |Other ~ Operating | ;5013 5.70% 2,169.74 8.77% 458.00 2.93%
Revenue
Total Revenue 30,828.31 100.00% 24,748.08 100% 15,611.46 100%

Chartered Accountants.

Pursuant to the certificate dated August 10, 2024, from our Statutory and Peer Review Auditor M/s Keyur Shah and Co.,

*Other Operating revenue includes sale of other HVAC parts like Tubing, Copper Pipes, rework of coils and HVAC parts etc.

SUMMARY OF FINANCIAL INFORMATION OF OUR SUBSIDIARY COMPANY

Our Company has a wholly owned subsidiary company namely, KRN HVAC Products Private Limited.
The summary of the financial information of the subsidiary company for the financial year ended on

March 31, 2024 is as under:

Profit / (loss) after tax

(X in Lakh)
Particulars For the Financial Year ended on March 31, 2024

Equity capital 500.00
Other equity (49.51)
Secured borrowings 0.00
Unsecured borrowings 3,659.43
Non-current assets (including land) 5,931.30
Revenue from operations 23.62
(49.51)

SUMMARY OF KEY PERFORMANCE INDICATORS

Financial Key Performance Indicators of our Company

For the Financial Year ended on March 31,
Particulars 2024 2023 2022
(Consolidated) (Standalone) (Standalone)
Revenue from Operations ) (X in Lakhs) 30,828.31 24,748.08 15,611.46
Growth in Revenue from Operations ? (%) 24.57% 58.53% 105.89%
Gross Profit @) (X in Lakhs) 8,026.91 6,379.84 2,633.25
Gross Profit Margin @ (%) 26.04% 25.78% 16.87%
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For the Financial Year ended on March 31,
Particulars 2024 2023 2022
(Consolidated) (Standalone) (Standalone)

EBITDA ®) (X in Lakhs) 5,845.24 4,931.75 1,693.56
EBITDA Margin © (%) 18.96% 19.93% 10.85%
Profit After Tax /) (X in Lakhs) 3,906.86 3,231.35 1,059.04
PAT Margin © (%) 12.67% 13.06% 6.78%
RoE® (%) 40.86% 75.94% 54.88%
RoCE (19 (%) 31.21% 50.46% 34.65%
Net Fixed Asset Turnover 1 (In Times) 5.48 7.70 7.32
Net Working Capital Days 2 88 65 36
Operating Cash Flows (3 (X in Lakhs) 275.88 507.25 448.35
Inventory Turnover Days 14 112 76 38
Earnings per Share (Basic & Diluted)
Basic (19 8.69 7.34 2.41
Diluted (9 8.69 7.34 2.41
Operating Profit before Working Capital Changes 7! (X in Lakhs) 6,303.72 5,136.99 1,874.51
Debt/EBITDA Ratio 8 (In Times) 1.02 0.74 1.31
NAV per Equity Share (9 28.53 13.54 5.80
Net Worth 29 (X in Lakhs) 13,164.71 5,957.01 2,553.15
Return on Net Worth V) (%) 29.68% 54.24% 41.48%
Debt Service Coverage Ratio (? 8.64 8.46 6.16
Debt to Equity Ratio 23 0.45 0.62 0.87

The Figure has been certified by our statutory auditors M/s. Keyur Shah & Co. Chartered Accountants vide their certificate

dated August 20, 2024.

#Our company has incurred a bonus issue of 3,96,00,000 equity shares having face value of X 10/- each in the ratio of 9:1 i.e.

9 equity shares for every 1 equity shares on February 23, 2023.

Notes:

(1) Revenue from Operations means the Revenue from Operations as appearing in the Restated Financial Information.
(2) Growth in Revenue from Operations (%) is calculated as a percentage of Revenue from Operations of the relevant period
minus Revenue from Operations of the preceding period, divided by Revenue from Operations of the preceding period.
(3) Gross Profit is calculated as Revenue from Operations less Cost of Materials consumed, Purchase of Traded goods, Changes

in inventories of finished goods and work-in-progress.

(4) Gross Profit Margin (%) is calculated as Gross Profit divided by Revenue from Operations.
(5) EBITDA is calculated as profit for the year, plus tax expenses (consisting of current tax, deferred tax and current taxes
relating to earlier years), finance costs and depreciation and amortization expenses, less other income.
(6) EBITDA Margin (%) is calculated as EBITDA divided by Revenue from Operations.
(7) Profit After Tax Means Profit for the period/year as appearing in the Restated Financial Information.
(8) PAT Margin (%) is calculated as Profit for the year as a percentage of Revenue from Operations.

(9) RoE (Return on Equity) (%) is calculated as net profit after tax for the year divided by Average Shareholder Equity.

(10) RoCE (Return on Capital Employed) (%) is calculated as earnings before interest and taxes divided by capital employed.

(11) Net Fixed Asset Turnover is calculated as Net Turnover divided by Fixed Assets which consists of property, plant and
equipment and capital work-in-progress.

(12) Net Working Capital Days is calculated as working capital (current assets minus current liabilities) as at the end of the
year divided by revenue from operations multiplied by number of days in a year.

(13) Operating cash flows means net cash generated from operating activities as mentioned in the Restated Financial
Information.

(14) Inventory Turnover Days is calculated as average inventory as at the end of the years divided by cost of goods sold
multiplied by number of days in a year

(15) Earnings per Share (Basic) is calculated as Net profit/ (loss) after tax, as restated attributable to equity shareholders
divided by weighted average number of Equity Shares outstanding during the year.

(16) Earnings per Share (Diluted) is calculated from Net profit/ (loss) after tax, as restated attributable to equity shareholders
divided by weighted average number of diluted Equity Shares outstanding during the year.

(17) Operating Profit before Working Capital Changes means cash generated before change of working capital adjustments.
(18) Debt/EBITDA Ratio is calculated as total Debts (includes long term and short-term borrowings) divided by EBITDA.

(19) NAV per Equity Share is calculated as Net Assets Value divided by No. of Equity Shares.

(20) Net Worth means Total Equity as mentioned in the Restated Financial Information.

(21) Return on Net Worth is calculated as profit after tax before exceptional items and other comprehensive income/ expenses
divided by net worth.

(22) Debt Service Coverage Ratio is calculated by Earning available for debt service divided by interest and instalment paid
during the year on borrowing repayable in installment.

(23) Debt to Equity Ratio is calculated as total debt of our company divided by Total shareholders’ equity which includes share
capital and reserves and surplus.
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Particulars For the Financial Year ended on
March 31, 2024 March 31, 2023 March 31, 2022

Total Quantity Sold (in Units)

Evaporator Coils 2,02,273 1,13,182 1,07,564
Condenser Coils 2,45,950 2,74,890 2,25,063
Headers/ Copper Parts 1,29,580 96,630 14,977
Sheet Metal Parts 1,141 7,138 652
Total Quantity Produced (In units)

Evaporator Coils 2,20,152 1,13,027 1,07,356
Condenser Coils 2,56,264 3,05,944 2,26,300
Headers/ Copper Parts 6,06,854 4,85,552 3,60,118
Sheet Metal Parts 4,77,557 4,22,214 3,34,090
Total Number of Customers served during the year 113 112 95

- International Clients 32 16 10

- Domestic Clients 81 96 85
Total Number of Employees 538 478 307

- Permanent Employees 147 124 92

- Trainee 24 32 38

- Contractual Employees 367 322 177

*The Figure has been certified by our statutory auditors M/s. Keyur Shah & Co. Chartered Accountants vide their certificate

date August 20, 2024.

For further details of our Key Performance Indicators see “Basis for the Issue Price — Key Financial and
Operational Performance Indicators” on page 144.

AUDITOR QUALIFICATIONS

There are no auditor qualifications which have not been given effect to in the Consolidated Restated
Financial Information for the Financial Year ended on March 31, 2024 and Standalone Restated
Financial Information for the Financial Year ended on March 31, 2023 and 2022.

SUMMARY OF OUTSTANDING LITIGATION

A summary of outstanding litigation proceedings as on the date of this Red Herring Prospectus as
disclosed in the section titled “Outstanding Litigations and Material Developments” in terms of the

SEBI ICDR Regulations is provided below.

(X in Lakhs)

Tax Proceeding

Criminal

Name of Entity Proceeding

Direct Tax

Indirect Tax

Statutory or
Regulatory
Proceedings

Disciplinary actions by
the SEBI or Stock
Exchanges against our
Promoters

Material Civil
Litigation**

Aggregate
amount involved
(Rs in Lakhs) A

Company

By the Company - -

13.70*

Against the

1***
Company

8.57**

Directors (Other
than Promoters)

By our Directors

Against Directors - 244 -

0.30

Promoters

By Promoters - - -

Against - - -
Promoters

Not Quantifiable

Subsidiary

By Our Subsidiary - - -

Against Our - - -
Subsidiary

Group Company

By Our Group - - -
Company
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Tax Proceeding Disciplinary actions by
Name of Entit Criminal S;:tt:‘tlgg or the SEBI or Stock | Material Civil am:t?ﬁ:?g\a/:‘lave d
L Proceeding | Direct Tax | Indirect Tax g Y Exchanges against our| Litigation**

(Rs in Lakhs) A

Against Our Group
Company

*To the extent quantifiable and ascertainable.

**Amount does not include unquantifiable demand with respect to proposed adjustment in income of X 6,194/- for the A.Y. 2023-24 under Section 143(1)
of the Income Tax Act, 1961.
**¥Our Company is in receipt of intimation in the Form GST DRC-01C with respect to difference in input tax credit availed in GSTR-3B and available as
per GSTR-2B for the period September 2023 amounting to X 1,46,83,606.30/-. Our Company has furnished reply against such intimation. However, no
show cause notice has been issued in respect of said matter under the provisions of the CGST Act.
AA It consists of: (1) a case filed against our Promoters Anju Devi and Santosh Kumar Yadav and the amount involved is Rs. 14,00,000/- along with
interest @15% p.a., (2) an appeal filed by Micro Coils Refrigeration Pvt. Ltd against our Promotor Santosh Kumar Yadav under Section 37 of the
Arbitration and Conciliation Act, 1996, (3) a claim has been made before DIAC by Mr. Manoj Kapoor and others, against our Promoter Mr. Santosh Kumar
Yadav and the amount involved is Rs. 2,50,00,000/- together with interest at the rate of 18% per annum.
## The Director has paid demand of tax amounting to Rs. 39,760/- in both the cases vide challans dated 03.07.2024, however, interest amounting to Rs.

30,133/- on such demand of tax is pending for payment.

For further details of the outstanding litigation proceedings, see “Outstanding Litigations and
Material Developments” on page 370.

There is no provisioning been done by our Company for the probable liabilities, if any arising out of the
Outstanding Litigations. Further in respect of these outstanding litigations, amount of X 2,189.91 lakhs
has been reflected as contingent liabilities in the Restated Financial Information of our Company. For
further details please refer “Restated Financial Information — Note — 36 Contingent Liabilities” on
page 316. Also, contingent liabilities of our Company tantamount to 16.63% of our Net Worth as on
March 31, 2024.

Further, as on the date of this Red Herring Prospectus, there are no pending litigation proceedings
involving Group Company which will have a material impact on our Company.

RISK FACTORS

Specific attention of the Bidders is invited to “Risk Factors” on page 33, to have an informed view
before making an investment decision. The summary of the top 10 Risk Factors are as follows:

1.

Our revenue from operations has significantly increased from X 15,611.46 Lakhs in FY 2021-22 to
X 24,748.08 Lakhs in FY 2022-23 resulting in growth of over 58% (YOY). Similarly, our revenue
from operations has further increased from X 24,748.08 Lakhs in FY 2022-23 to X 30,828.31 Lakhs
in FY 2023-24 leading to growth of 24% (YOY). Our revenue from operations from last three
Financial Years are increasing by Compounded Annual Growth Rate (CAGR) of 25.46%. If we are
unable to sustain or manage our growth rate our business operations and results of operations
may be adversely affected, and this rate of growth may not be achievable in the future.

Our Profit after Tax (“PAT”) has significantly increased from X 1,059.04 Lakhs in FY 2021-22 to X
3,231.35 Lakhs in FY 2022-23 resulting in growth of over 205.12% (YQY). Similarly, our PAT has
further increased from X 3231.35 Lakhs in FY 2022-23 to X 3906.86 Lakhs in FY 2023-24 leading
to growth of 20.90% (YQY). Our PAT from the last three financial years is increasing by CAGR of
54.52%. If we are unable to maintain these profit margins in future, our financial condition may
be adversely affected.

We are dependent on and derive 33.34%, 32.85% and 32.28% of our revenue for the Financial
Year 2024, 2023 and 2022 from our single customer namely Daikin Airconditioning India Private
Limited and further we derive 72.31%, 70.87% and 75.82% of our revenue from our top 10 key
customers for the Financial Year 2024, 2023 and 2022 respectively. Delay or Cancellation of
orders by any one or all of our top customers could have a material and adverse effect on our
business, results of operations and financial condition.

We do not have any long-term agreements with any of our customers. If our customers choose
not to source their requirements from us, it would lead to financial instability and operational
uncertainty and our business and financial conditions may be adversely affected.

We rely on limited number of suppliers and procure 14.94%, 17.29% and 17.46% of our raw
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materials for the Financial Year 2024, 2023 and 2022 from our largest supplier and further we
procure 57.73%, 57.98% and 52.38% of our raw materials from our Top 5 suppliers and 77.99%,
78.48% and 70.07% of our raw material from our top 10 key suppliers for the Financial Year 2024,
2023 and 2022 respectively. Any delay in the supply of our raw materials by these suppliers may
adversely affect the results of operations and financial condition.

We do not have any long-term contracts with any of our suppliers. Further we are heavily
dependent on overseas suppliers to ensure quality supplies to us as per our quality specifications.
Any shortfall in the supply of our raw materials as per our specifications or an increase in our raw
material costs or other input costs or any country specific challenges may adversely affect the
pricing and supply of our products and have an adverse effect on our business, results of
operations and financial condition.

We rely heavily for our raw materials from our vendors in Malaysia, South Korea, Thailand,
Vietnam and China and in Financial Year 2024, 2023 and 2022, our import purchases accounted
for 78.17%, 79.08% and 72.16% of our total raw materials purchased. Any country-related risk or
any change in Government policies in relation to import of goods or import of goods from any
specific country or region may adversely affect the sourcing of our raw materials which may have
an adverse effect on our business, operations and financial condition.

We are required to obtain, renew or maintain certain statutory and regulatory permits and
approvals required to operate our business and if we fail to do so in a timely manner or at all and
our business, financial conditions, results of operations and cash flows may be adversely affected.
Our inability to collect receivables from our customers or default in payment by them could result
in the reduction of our profits and affect our cash flows.

Our inventory holding is X 8,440.52, X 5,508.43 and X 2,130.85 for the Financial Year ended on
March 31, 2024, 2023 and 2022 which tantamount to 37.02%, 29.99% and 16.42% of our Cost of
Goods Sold. Such continuous increase has led to sub optimal utilization of resources. If we fail to
manage the Inventory and forecast the demand our business operations and financial conditions
may be adversely affected.

For further details please refer “Risk Factors” beginning on page 33.

SUMMARY OF CONTINGENT LIABILITIES

The details of the contingent liabilities (as per Ind AS 37) of our Company as on March 31, 2024 derived
from the Restated Financial Information are set forth below:

(X in Lakhs)
Particulars As on March 31, 2024
Contingent Liabilities
Under Direct Tax 146.84
Under Indirect Tax 7.02
Letter of Credit 1,540.68
Bank Guarantees 270.73
Under EPCG/ Advance Authorisation Import Duty Benefit received from DGFT not 224.64
considered as liability until it fulfils the Export Obligation
Total 2,189.91

For further details of our contingent liabilities (as per Ind AS 37) as on March 31, 2024, see “Restated
Financial Information — Note 33: Contingent Liabilities and Capital Commitments” on page 316.

FINANCING ARRANGEMENTS

There have been no financing arrangements whereby our Promoters, members of the Promoter
Group, our directors and their relatives have not financed the purchase by any other person of
securities of our Company, during a period of six months immediately preceding the date of this Red
Herring Prospectus.
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The details of related party transaction for the financial year ended on March 31, 2024 based on Consolidated Restated Financial Information and during the FY
2022-23 and 2021-22 based on Standalone Restated Financial Information are given as under:

(X in Lakhs)
Amount O/s as| Amount of | Amount of | Amount O/s | Amount of| Amount of| Amount O/s | Amount of | Amount of| Amount O/s
Sr e GREE Nature of Nature of Transaction on 31-03-2024 | Transaction | Transaction| as on 31-03- | Transaction| Transaction| as on 31-03- | Transaction| Transaction| as on 31-03-
No. Relation Payable / debited in | credited in | 2023 Payable| debited in | credited in | 2022 Payable| debited in | credited in | 2021 Payable
(Receivable) 2023-24 2023-24 |/ (Receivable)| 2022-23 2022-23 |/ (Receivable)| 2021-22 2021-22 |/ (Receivable)
Remuneration 6.71 53.94 60.00 0.65 23.11 23.76 - 19.78 18.90 0.88
1 | Santosh Kumar Yadav Promoter Loan Taken 0.25 75.31 60.25 15.31 95.00 107.00 3.31 175.18 119.50 58.99
Interest on Loan 0.13 1.98 0.96 1.15 0.13 1.28 - 7.13 7.02 0.11
Remuneration 3.94 31.76 30.00 5.70 18.06 23.76 - 19.78 18.90 0.88
2 | Anju Devi Promoter Loan Taken - 56.13 - 56.13 15.00 3.20 67.93 68.01 40.00 95.94
Interest on Loan 1.10 13.09 4,72 9.47 8.26 7.39 10.34 3.30 11.95 1.69
Salary - 0.62 - 0.62 7.85 7.94 0.53 6.87 6.81 0.59
3 | Manohar Lal Promoter Loan Taken n - - a .00 .00 n - - -
Loan Given (45.92) 829.94 870.59 (86.57) 46.57 - (40.00) 40.00 - -
Expenses - 0.22 0.22 - 2.61 2.61 - 1.21 1.21 -
. . L Receipt-Payments - - - - 33.51 33.51 - 19.81 20.01 (0.20)
4 | KRNCoils Private Limited Promoter Group Trade Payables - 258 258 - - - - 39.75 39.75 -
Rent Received (1.32) 1.32 - - 1.32 1.32 - 1.20 1.20 -
Trade Receivable - 1105.13 1482.05 (376.92) 1,631.89 1,791.43 (536.46) 2,254.67 1,755.53 (37.32)
5 | Kamla Devi Promoter Group Loan Taken - - - - 7.00 7.00 - - - -
6 | Sudesh Devi Promoter Group Salary 1.70 22.30 24.00 - - - - - - -
7 | Komal Yadav Promoter Group Salary 0.93 9.07 10.00 - - - - - - -
8 | Yashpal Yadav Promoter Group Salary - 9.00 9.00 - - - - - - -
9 | Sonu Gupta KMP Salary 0.52 7.13 7.65 - - - - - - -
10 | Praveen Kumar KMP Salary 0.37 7.83 7.56 0.64 1.07 1.71 - - - -
KRN HVAC Products Private Loan Given (3659.18) 4129.68 470.50 - - - - - - -
Limited . Trade Payable 1.95 - 1.95 - - - - - - -
1 Subsidiary Trade Receivables (21.20) 21.20 - - - - - - - -
Loan Given (3,659.18) 4,129.68 470.50 - - - - - - -
KRN Heat Exchanger and Loan Taken 3659.18 470.50 4129.68 - - - - - - -
10 | Refrigeration Limited Parent Company Trade Payable 21.20 - 21.20 - - - - - - -
Trade Receivables (1.95) 1.95 - - - - - - - -

For details of related party transactions during the FY 2023-24, 2022-23 and 2021-22, see “Restated Financial Information — Note 44 - Related Party Transactions” and on pages 325.
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WEIGHTED AVERAGE PRICE AT WHICH SPECIFIED SECURITIES WERE ACQUIRED BY THE PROMOTERS
AND SELLING SHAREHOLDERS IN THE ONE YEAR PRECEDING THE DATE OF THIS RED HERRING
PROSPECTUS

There are no selling shareholders in our Company. The Promoters of our Company, Mr. Santosh Kumar
Yadav, Mrs. Anju Devi and Mr. Manohar Lal have not acquired any Shares of our Company during the
past one year preceding the date of this Red Herring Prospectus. Henceforth, the weighted average
price of equity shares is NIL.

AVERAGE COST OF ACQUISITION OF SHARE FOR PROMOTERS & SELLING SHAREHOLDERS

There are no selling shareholders in our company. The average cost of acquisition of Equity Shares for
Promoters as on the date of this Red Herring Prospectus is set forth below:

S. No. | Name Number of Equity Shares Average cost of acquisition per
Equity Share (in X) #
Promoters
1. Santosh Kumar Yadav 2,02,99,950 1.109
2. Anju Devi 2,37,00,000 1.047
3. Manohar Lal 10 100.00

“As certified by M/s Keyur Shah & Co, Chartered Accountants, our Statutory and Peer Review Auditor pursuant
to their certificate dated May 30, 2024.

For further details of the average cost of acquisition of our Promoters, see “Capital Structure — Build-
up of Equity Shareholding of our Promoters in our Company” on page 113.

DETAILS OF PRE-IPO PLACEMENT

Our Company, in consultation with the BRLM, has undertaken a Pre-IPO Placement of 4,77,000 Equity
Shares aggregating to X 954 Lakhs. The proceeds of the Pre-IPO Placement shall be utilized towards
General Corporate purposes and Fresh Issue size disclosed in the Draft Red Herring Prospectus is
reduced by 4,77,000 Equity Shares, subject to compliance with Rule 19(2)(b) of the SCRR. The Pre-IPO
Placement has not exceeded 20% of the size of the Fresh Issue.

Disclaimer: There is no guarantee that our Company may proceed with the Issue or the Issue may be
successful and will result into listing of the equity shares on the Stock Exchanges.

ISSUE OF EQUITY SHARES FOR CONSIDERATION OTHER THAN CASH IN THE LAST ONE YEAR

Our Company has not issued any Equity Shares for consideration other than cash except Bonus Issue,
in the last one year preceding the date of this Red Herring Prospectus.

SPLIT OR CONSOLIDATION OF EQUITY SHARES IN THE LAST ONE YEAR

Our Company has not undertaken a split or consolidation of the Equity Shares in the last one year
preceding the date of this Red Herring Prospectus.

EXEMPTION FROM COMPLYING WITH ANY PROVISIONS OF SECURITIES LAWS, IF ANY, GRANTED BY
SEBI

Our Company has not sought any exemption from complying with any provisions of the SEBI ICDR
Regulations.
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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 Red Herring Prospectus are to the Republic of India. All
references to the “Government”, “Indian Government”, “GOI”, “Central Government” are to the
Government of India and all references to the State Government are to the Government of the relevant
state.

All references herein to the “US”, the “U.S.”, the “USA”, or the “United States” are to the United States
of America, together with its territories and possessions.

All references to time in this Red Herring Prospectus are to Indian Standard Time. Unless indicated
otherwise, all references to a year in this Red Herring Prospectus are to a calendar year.

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

FINANCIAL DATA

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 months 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 Red Herring Prospectus are to a calendar year and references to a Fiscal/
Financial Year/ FY are to the 12 months period ended on March 31, of that calendar year.

Unless stated otherwise or the context otherwise requires, the financial information and financial
ratios in this Red Herring Prospectus has been derived from our Restated Financial Information.

Certain measures included and presented in this Red Herring Prospectus, for instance EBITDA, EBITDA
Margin, RONW and Net Asset Value per Equity Share (Non-GAAP Measures), are supplemental
measures of our performance and liquidity that are not required by, or presented in accordance with,
Ind AS, IFRS or US GAAP. Furthermore, these Non-GAAP Measures, are not a measurement of our
financial performance or liquidity under Indian GAAP, IFRS or US GAAP and should not be considered
as an alternative to net profit/loss, revenue from operations or any other performance measures
derived in accordance with Ind AS, IFRS or US GAAP or as an alternative to cash flow from operations
or as a measure of our liquidity. In addition, Non-GAAP Measures used are not a standardized term,
hence a direct comparison of Non-GAAP Measures between companies may not be possible. Other
companies may calculate Non-GAAP Measures differently from us, limiting its usefulness as a
comparative measure. Please see “Risk Factor No. 62 - We have included certain non-GAAP financial
and operational measures related to our operations and financial performance that may vary from
any standard methodology that may be applicable across the industry in which we operate, and
which may not be comparable with financial, operational or industry related statistical information
of similar nomenclature computed and presented by similar companies” on page 75-76.

The Restated Financial Information of our Company included in this Red Herring Prospectus are for the
Financial Years ended March 31, 2024, March 31, 2023 and March 31, 2022 comprises of Consolidated
Restated summary statement of assets and liabilities for the year ended on March 31, 2024 and
Standalone Restated summary statement of assets and liabilities for the Financial Year ended on March
31, 2023 and March 31, 2022, the Consolidated Restated summary statement of profit and loss and
the Consolidated restated summary statement of cash flow for financial year ended on March 31, 2024
and the Standalone Restated summary statement of profit and loss and Standalone Restated summary
statement of cash flow for the Financial Years ended on March 31, 2023 and March 31, 2022 together
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with the notes to the Restated Financial Information (collectively, the Restated Financial Information)
are prepared in accordance with Ind AS and restated in accordance with the SEBI ICDR Regulations and
the Guidance Note on “Reports in Company Prospectuses (Revised 2019)” issued by ICAI, as amended
from time to time. For Further information, see “Restated Financial Information” on page 270.

There are significant differences between Ind AS, U.S. GAAP and IFRS. Please see “Risk Factor No. 89
- Significant differences exist between Ind AS and other accounting principles, such as U.S. GAAP and
IFRS, which may be material to the Financial Statements prepared and presented in accordance with
SEBI ICDR Regulations contained in this Red Herring Prospectus” on page 88-89. 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
Red Herring 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 Red Herring 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 Red Herring Prospectus should, accordingly,
be limited.

Certain figures contained in this Red Herring 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.

INDUSTRY AND MARKET DATA

Unless stated otherwise, industry and market data used throughout this section has been obtained or
derived from a report titled “Industry Assessment: Indian Heat Exchanger Industry” dated August 12,
2024, by Dun and Bradstreet Information Services India Private Limited (D&B) prepared and issued
by D&B, and exclusively commissioned and paid for by our Company in connection with the issue.
Unless otherwise indicated all industry and other related information derived from the D&B Report
and included therein with respect to any particular year refer to such information for the relevant
calendar year. D&B was appointed by our company and is not connected to our company or directors
and our promoters. A copy of the D&B Report is available on the website of our Company at
www.krnheatexchangers.com. For risks in relation to the commissioned report, see “Risk Factors No.
51 - Certain sections of this Red Herring Prospectus disclose information from the industry report
which has been commissioned and paid for by us exclusively in connection with the Issue and any
reliance on such information for making an investment decision in the Issue is subject to inherent
risks.” on page 70-71.

In accordance with the SEBI ICDR Regulations, the chapter titled “Basis for Issue Price” beginning on
page 140, includes information relating to our peer group companies. Such information has been
derived from publicly available sources, and neither we nor the BRLM has independently verified such
information.

CURRENCY AND UNITS OF PRESENTATION

All references to “Rupees” or “X” or “Rs.” or “INR” are to Indian Rupees, the official currency of the
Republic of India. All references to “USS”, “U.S. Dollar”, “USD” or “U.S. Dollars” are to United States
Dollars, the official currency of the United States of America. In this Red Herring Prospectus, our
Company has presented certain numerical information. All figures have been expressed in lakh. One
lakh represents 1,00,000 and one million represents 10,00,000. However, where any figures that may
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have been sourced from third-party industry sources are expressed in denominations other than lakh,
such figures appear in this Red Herring Prospectus expressed in such denominations as provided in
their respective sources.

Any percentage amounts, as set forth in “Risk Factors”, “Our Business”, “Management’s Discussion
and Analysis of Financial Conditions and Results of Operation” on pages 33, 202 and 346 and
elsewhere in this Red Herring Prospectus, unless otherwise indicated, have been calculated based on
our Restated Financial Information.

EXCHANGE RATES

This Red Herring 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 Red Herring Prospectus into Indian Rupees for the periods indicated are
provided below:

Currency As on March 31, 2024 (%)) | As on March 31, 2023 (%)Y | As on March 31, 2022 (X) ¥
1USD 83.37 82.22 75.81
1 Euro 90.22 89.61 84.66

(Source for 1 USD and 1 Euro: www.rbi.org.in and www.fbil.org.in)
(1) Inthe event that March 31 of any of the respective years is a holiday, the previous calendar day not being a public
holiday has been considered.

30


http://www.rbi.org.in/
http://www.fbil.org.in/

HEAT
EXCHAMEERS
FORWARD LOOKING STATEMENTS

This Red Herring Prospectus contains certain statements which are not statements of historical fact
and may be described as “forward-looking statements”. These forward-looking statements include
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.

Certain Important factors that could cause actual results to differ materially from our Company’s
expectations include, but are not limited to, the following:

e The continuing effect of COVID-19 pandemic;

e Inability to identify customer demand accurately and maintain an optimal level of inventory in
our manufacturing facility;

e Adverse statutory and regulatory actions from Income Tax Department or any other statutory
or regulatory authority;

e Any adverse developments affecting Rajasthan, where our manufacturing units are located;

e Disruptions at third-party production or manufacturing facilities or failure of third parties to
adhere to the relevant quality standards;

e Inability to effectively manage or expand our operations or pursue our growth strategy;

e Conflict of interest between our business and activities undertaken by entities in which certain
of our Directors and our Promoter have interest;

e Inability to comply conditions and restrictions on our operations, additional financing and
capital structure under agreements governing our indebtedness;

e Any adverse development that may affect the operations of our manufacturing units;

e Any qualifications or other observations made by our statutory auditors which may affect our
results of operations;

e General economic and business conditions in the markets in which we operate and in the local,
regional and national economies;

e Inability to obtain, maintain or renew requisite statutory and regulatory permits and approvals
or non-compliance with and changes in, safety, health and environmental laws and other
applicable regulations, may adversely affect our business, financial condition, results of
operations and prospects.

For a further discussion of factors that could cause our actual results to differ from our expectations,
see section titled “Risk Factors” and chapter titled “Our Business” and “Management’s Discussion and
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Analysis of Financial Condition and Results of Operations” beginning on pages 33, 202 and 346
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 our 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 Red
Herring 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 our assumptions upon which these forward- 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, our Promoters, our Directors, the BRLM, 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 this Red Herring Prospectus with
the RoC until receipt of final listing and trading approvals by the Stock Exchanges for this Issue.
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SECTION Il - RISK FACTORS

An investment in equity shares involves a high degree of risk. Investors should carefully consider all the
information in the Red Herring Prospectus, including the risks and uncertainties described below,
before making an investment in the Equity Shares. The risks described below are not the only ones
relevant to us or our Equity Shares but also for the industry in which we operate or to India and other
jurisdictions we operate in. Additional risks and uncertainties, not currently known to us or that we
currently do not deem material, may also adversely affect our business, results of operations, cash
flows and financial condition. If any of the following risks, or other risks that are not currently known
or are not currently deemed material, actually occur, our business, results of operations, cash flows
and financial condition could be adversely affected, the price of our Equity Shares could decline, and
investors may lose all or part of their investment. In order to obtain a complete understanding of our
Company and our business, prospective investors should read this section in conjunction with chapter
titled “Industry Overview”, “Our Business”, “Restated Financial Information” and “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” on pages 156, 202, 270
and 346 respectively, as well as the other financial and statistical information contained in this Red
Herring Prospectus. In making an investment decision, prospective investors must rely on their own
examination of us and our business and the terms of the Issue including the merits and risks involved.

Prospective investors should consult their tax, financial and legal advisors about the particular
consequences of investing in the Issue. Unless specified or quantified in the relevant risk factors below,
we are unable to quantify the financial or other impact of any of the risks described in this section.
Prospective investors should pay particular attention to the fact that our Company is incorporated
under the laws of India and is subject to a legal and requlatory environment, which may differ in certain
respects from that of other countries.

This Red Herring Prospectus also contains certain forward-looking statements that involve risks,
assumptions, estimates and uncertainties. Our actual results could differ from those anticipated in
these forward-looking statements as a result of certain factors, including the considerations described
below and elsewhere in this Red Herring Prospectus. For further information, see chapter titled
“Forward- Looking Statements” on page 31. Unless otherwise indicated, the financial information
included herein is based on our Restated Financial Information included in this Red Herring Prospectus.
For further information, see chapter titled “Restated Financial Information” on page 270. Unless the

context otherwise requires, in this section, references to “we”, “us”, “our”, the Company” or “our
Company” refers to KRN Heat Exchanger and Refrigeration Limited.

Unless otherwise indicated, all financial information included herein are based on our Restated
Financial Information included elsewhere in this Red Herring Prospectus.

INTERNAL RISKS
Risks Relating to our Business.

1. Ourrevenue from operations has significantly increased from X 15,611.46 Lakhs in FY 2021-22 to
X24,748.08 Lakhs in FY 2022-23 resulting in growth of o ver 58% (YOY). Similarly, our
revenue from operations has further increased from X 24,748.08 Lakhs in FY 2022-23 to X
30,828.31 Lakhs in FY 2023-24 leading to growth of 24% (YOY). Our revenue from operations
from last three Financial Years are increasing by Compounded Annual Growth Rate (CAGR) of
25.46%. If we are unable to sustain or manage our growth rate our business operations and
results of operations may be adversely affected, and this rate of growth may not be achievable
in the future.

Our Company acts an OEM supplier for the HVAC industry in India, specializing in manufacturing
heat exchangers used in commercial air-conditioning and packaging air conditioning products such
as process cooling equipment, data cooling centers, railways/metros, and other commercial  air
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conditioning units. Given the technical expertise required for manufacturing these coils, our
Company is countered by limited competition in the Indian market, and hence it capitalized on the
growing demand for our products by onboarding new customers. Over the past three Financial
Years, we have successfully expanded the customer base through effective marketing strategies
and the introduction of new and improved products. The details of certain of our financial
parameters showcasing this growth has been set out below:

(Amount in Lakhs)
For the Year ended on March 31
Particulars 2024 2023 2022 CAGR
(Consolidated) (Standalone) (Standalone)
Revenue from Operations 30,828.31 24,748.08 15,611.46 25.46%
Growth in Revenue from Operations (%) 24.57% 58.53% -

The long-standing relationships with prominent brands in the HVAC industry, including Daikin
Airconditioning India Private Limited, Schnider Electric IT Business India Private Limited and Blue
Star Limited and favorable economic conditions, coupled with rising demand for our products and
services created an environment that allowed us to capitalize on market opportunities and
enhance the revenue streams. Investments in technology and infrastructure have led to improved
operational efficiency and scalability, enabling us to meet increasing demand effectively. For
details of the investment in infrastructure please refer section “Continuous increase in the
production capacity of the Company in the chapter titled Management’s Discussion and Analysis
of Financial Condition and Results of Operations” on page 355. These combined factors have
significantly contributed to our substantial revenue growth in the past three Financial Years.

While we have experienced substantial operational revenue growth over the past three Financial
Years, we may fail to experience substantial operational revenue growth in the future if we fail to
manage several critical factors that have contributed to our past success. If we do not effectively
capitalize on the growing demand for our products, our revenue growth may stagnate or decline.
Without leveraging the favorable economic conditions and rising demand, we may miss market
opportunities that could enhance our revenue streams. Inadequate onboarding of new customers
and ineffective marketing strategies could hinder the expansion of our customer base. If we are
unable to introduce new and improved products, market saturation or increased competition, our
market relevance could diminish. Losing long-standing relationships with prominent brands in the
HVAC industry, such as Daikin Airconditioning India Private Limited, Schneider Electric IT Business
India Private Limited, and Blue Star Limited, would adversely affect our market position.
Insufficient investments in technology and infrastructure could lead to decreased operational
efficiency and scalability, making it difficult to meet increasing demand. Failing to address these
factors may prevent us from achieving the substantial revenue growth we have experienced in the
past three financial years. Further, a market adverse economic condition, such as a recession or
economic slowdown, could reduce demand for our products and services, while inflationary
pressures could increase raw material costs, affecting profitability. Geopolitical uncertainties, such
as the resolution of the Russia-Ukraine conflict and the lifting of sanctions on Russia, could disrupt
market dynamics, supply chains, and commodity prices. Volatility in the prices of key raw materials
like copper, aluminum, and steel could increase production costs and impact our profit margins.
Rapid technological advancements, failure to maintain the technical expertise in manufacturing
heat exchangers and changes in industry standards may require ongoing investments in research
and development, and failure to keep pace with these changes could erode our competitive edge.
Regulatory changes and compliance requirements could increase operational costs and affect our
business efficiency.

Our Profit after Tax (“PAT”) has significantly increased from X 1,059.04 Lakhs in FY 2021-22 to X
3,231.35 Lakhs in FY 2022-23 resulting in growth of over 205.12% (YOY). Similarly, our PAT has
further increased from X 3231.35 Lakhs in FY 2022-23 to X 3906.86 Lakhs in FY 2023-24 leading
to growth of 20.90% (YOY). Our PAT from the last three financial years is increasing by CAGR of
54.52%. If we are unable to maintain these profit margins in future, our financial condition may
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be adversely affected.

The growth in our PAT and PAT margin can be attributed to several key factors. To meet the
increasing demand, we have consistently expanded our production capacity by installing
technologically advanced machinery. Our total number of machines increased from 292 in FY 2022
to 514 by March 31, 2024, boosting our installed production capacity of Evaporator coils and
condenser coils from 5,48,412 units in FY 2021-22 to 5,66,551 units in FY 2023-24. In response to
the growing demand for HVAC products, we strategically adjusted our pricing, resulting in the
average sale price of heat exchangers rising from X 4,536.78 per unit in FY 2021-22 to X 6,378.14/-
per unit in FY 2023-24. We expanded our international customer base from 10 customers in FY
2022 to 32 customers in FY 2024 by participating in global HVAC industry exhibitions and events.
This effort significantly increased our export revenue from X1,493.63 lakhs in FY 2022 to X 4,526.64
lakhs in FY 2024, growing at a CAGR of 44.71% over the last three years. Export sales, with their
high-volume orders and higher profit margins compared to domestic sales, have significantly
bolstered our financial performance. The average sale price per unit of heat exchangers for exports
rose from X 6,356.00/- in FY 2021-22 to X 5,340.65/- in FY 2023-24, driven by increasing market
demand. To ensure a steady supply of raw materials, we import the majority of our raw materials,
with 43.04% to 32.86% coming from Malaysia and Vietnam. Given the 30 to 45-day transit period,
we placed bulk orders to maintain efficiency and control costs, avoiding disruptions that could halt
manufacturing. Our inventory levels have grown significantly, reflecting our increased production
and sales, standing at X 8,440.52 lakhs as of March 31, 2024, compared to X 2,130.85 lakhs in FY
2021-22. This strategic growth in inventory ensures we can meet the rising demand without
compromising operational efficiency.

While we have experienced significant growth in our PAT and PAT margins, there is no assurance
that we will be able to sustain this rate of growth in the future. Our Company may face significant
challenges in maintaining our growth in PAT and PAT margin if we do not continue to expand our
production capacity and install technologically advanced machinery, we may struggle to meet
increasing demand. Without strategic pricing adjustments, our average sale price of heat
exchangers may not keep pace with market dynamics. Failure to expand our international
customer base could limit our export revenue growth. If we do not maintain high-volume orders
and higher profit margins for export sales, our financial performance could be adversely affected.
If we fail to maintain appropriate inventory levels, we may not be able to meet rising demand,
compromising operational efficiency. Failing to address these factors could prevent us from
achieving the remarkable growth in PAT and PAT margin we have experienced in recent years.
Further, disruptions in our supply chain due to natural disasters, geopolitical tensions, or other
factors can adversely affect production and delivery timelines, impacting revenue and profitability.

We are dependent on and derive 33.34%, 32.85% and 32.28% of our revenue for the Financial
Year 2024, 2023 and 2022 from our single customer namely Daikin Airconditioning India Private
Limited and further we derive 72.31%, 70.87% and 75.82% of our revenue from our top 10 key
customers for the Financial Year 2024, 2023 and 2022 respectively. Delay or Cancellation of
orders by any one or all of our top customers could have a material and adverse effect on our
business, results of operations and financial condition.

We are dependent on a limited number of customers. Most of our revenue is derived from our top
ten, top five and the largest customer. The contribution to the revenue from operations of our
Company from our top ten, top five and the largest customers is as set out below:

(X in Lakhs)
For the Financial Year ended on March 31,
particular 2024 (Consolidated) 2023 (Standalone) 2022 (Standalone)
% of revenue from % of revenue from % of revenue from
Amount ) Amount ) Amount )
operations operations operations

Largest ~customer  Daikin | 050 55 33.34% 8,130.92 32.85% 5,039.40 32.28%
Airconditioning India Private Limited

Top 5 customers 16,993.50 55.12% 13,814.21 55.82% 9,334.00 59.79%
Top 10 customers 22,293.56 72.31% 17,540.09 70.87% 11,835.45 75.82%

Note: For Fiscal 2024, our top 10 customers in terms of revenue from operations are (i) Daikin Airconditioning India Private Limited
(“Daikin”), (ii) Schneider Electric IT Business India Private Limited (“Schneider”), (iii) Carrier Airconditioning and Refrigeration Limited
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(“Carrier”), (iv) Trosten Industries Company LLC (“Trosten”), (v) Voltas Limited (“Voltas”), (vi) Mekar Air Handling Units LLC (“Mekar”), (vii)
Stulz-CHSPL (India) Private Limited (“Stulz”), (viii) G & F Manufacturing INC (“G&F”), (ix) Taco Air International Thermal Systems Private
Limited (“Taco”) and (x) Blue Star Limited (“Blue Star”).

Our key customers share a sales plan for the forthcoming quarter or six months, followed by
purchase orders on a monthly basis. However, our Company has no long-term written agreement
with our customers.

There are limited brands in the Indian HVAC Industry, and we are dealing with most of them.
Establishing long-term relationships with our customers is mutually beneficial, as it allows both
parties to leverage each other's strengths, resources, and expertise, resulting in a stable and
ongoing partnership that adds value to both the parties. While our Company has expanded its
customer base both in domestic markets and overseas markets by serving 115 customers, 112
customers and 95 customers in Financial Year 2024, 2023 and 2022 respectively, we anticipate that
a limited number of customers will continue to constitute a significant percentage of our operating
revenue in the future as well. Consequently, if we are unable to expand our sales volumes with
existing customers, maintain our relationship with our key customers or diversify our customer
base, we may experience fluctuations or decline in our revenue and reduction in our operating
margins, which could materially and adversely impact our business, operations and financial
condition. Additionally, cancellation of orders by the customers or delay in placing the order or
decrease in quantities of orders placed by the customers may adversely affect business operations
and financial condition. Further, when anticipated orders fails to materialize, it can result in
mismatch between our inventories or raw materials and the manufactured products, thereby
increasing our costs for maintaining our inventory and reduction in our margins which may
adversely affect our profitability and liquidity. Furthermore, we may not be able to find any
customers or purchasers for the surplus or excess quantities of products manufactured and our
inability to find customers for surplus products may result in excessive inventories which may
become obsolete and may be required to be written off in the future leading to financial losses to
our Company.

In addition, we maintain account receivables for the products sold to our key customers. If one or
more of our customers becomes insolvent or otherwise are unable to pay for the products supplied
by our Company, it could adversely affect our business. This may be due to the inability to recover
the costs of production and material utilised for the manufacturing of such products.

Our profitability also depends on the growth and the performance of our key customers. In the
HVAC industry, our revenue is dependent on the sale of products by our customers under their own
brand names. We rely on the success of our customers in the 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 top customers, could harm us as well,
including, recession in the geographies in which our key customers operate their business, our key
customer’s inability to effectively manage their operations or changes in laws and policies may
adversely affecting our customers’ profitability.

4. We do not have any long-term agreements with any of our customers. If our customers choose
not to source their requirements from us, it would lead to financial instability and operational
uncertainty and our business and financial conditions may be adversely affected.

Our customers do not make long-term commitments to us and may cancel or change their sourcing
requirements, which may adversely affect our financial condition, cash flow and operations. We
primarily follow a business-to-business (B2B) model that relies on purchase orders rather than
long-term contracts. Although we have established long-standing relationships with many of our
customers like Daikin Airconditioning India Private Limited, Schnider Electric IT Business India
Private Limited, and Blue Star Limited. Our customers do not, typically, place firm purchase orders
until a short time before the products are required from us as a result of which, we do not hold a
significant order book at any point of time, making it difficult for us to forecast revenue, production
or sales. Consequently, there is no commitment on the part of the customer to continue to source
their requirements from us, and as a result, our sales from period to period may fluctuate
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significantly as a result of changes in our customers preferences. Our customers may cancel,
change, or delay production quantities and schedules, or fail to meet their forecasts for a number
of reasons such as due to changes in demand for their products, their attempts to manage their
inventory, design changes, or shifts in their manufacturing or sourcing strategies.

We are not necessarily the exclusive supplier to our customers, and our competitors may also
supply products to them. This competition can lead to pricing pressures and reduced market share,
affecting our operating results. A reduction in demand from higher-margin customers can have a
significant adverse effect on our financial performance. We make significant business decisions
based on our estimates of customer demand, including manufacturing schedules, raw material
procurement, working capital management, and capacity planning. Errors in our forecasts could
lead to reduced profit margins and surplus stock, which may not be sold in a timely manner. Our
customers have high standards for product quality, quantity, and delivery schedules. Any failure
to meet these expectations could result in order cancellations or penalties. Customers may also
demand price reductions, payment set-off obligations, indemnification, or replace existing
products with alternatives, adversely affecting our business. The absence of long-term contracts
with our customers introduces substantial uncertainty and risk in our operations, potentially
impacting our financial condition, profitability, and growth prospects.

We rely on limited number of suppliers and procure 14.94%, 17.29% and 17.46% of our raw
materials for the Financial Year 2024, 2023 and 2022 from our largest supplier and further we
procure 57.73%, 57.98% and 52.38% of our raw materials from our Top 5 suppliers and 77.99%,
78.48% and 70.07% of our raw material from our top 10 key suppliers for the Financial Year 2024,
2023 and 2022 respectively. Any delay in the supply of our raw materials by these suppliers may
adversely affect the results of operations and financial condition.

We are dependent on third-party suppliers for our raw materials. The raw materials used by us
include copper foil and tubes, aluminum foil and sheets, galvanized sheet, brass sheets and parts
and stainless steel. The contribution to the raw material purchase of our Company by our top ten,
top five and the largest supplier is as set out below:

(X in Lakhs)
For the Financial Year ended on March 31,
Particular 2024 (Consolidated) 2023 (Standalone) 2022 (Standalone)
% of total % of total % of total
Amount Amount Amount

purchase purchase purchase
Largest Supplier 3,759.70 14.94% 3,632.40 17.29% 2,425.46 17.46%
Top 5 Suppliers 14,525.54 57.73% 12,178.82 57.98% 7,277.01 52.38%
Top 10 Suppliers 19,620.77 77.99% 16,486.00 78.48% 9,734.18 70.07%

Note: For Fiscal 2024, our top 10 suppliers in terms of purchases are (i) Hongkong Maytime International Industry Limited (“Hongkong”),
(ii) Mettube International SDN BHD (“Mettube”), (iii) Alcom Nikkei Specialty Coatings SDN BHD Limited (“Alcom”), (iv) LS Metal Co. Ltd
(“LS”), (v) Aluminium Company of Malasia Berhad (“Aluminium?”), (vi) LS Metal Vina LLC (“LS Metal”) (vii) Varopakorn Public Company
Limited (“Varopakorn”), (viii) Hongkong Hailiang Metal Trading Limited (“Hongkong Hailiang”), (ix) NV Metal Industries (“NV”) and (x)
Ningbo Jintian Copper Tube Co. Limited (“Ningbo”).

We purchased raw materials from 510 suppliers in Financial Year 2024 and 55 suppliers in Financial
Year 2023. While we have not historically encountered problems with availability, and our sourcing
team has mitigated these risks by increasing inventory for some of these materials, this does not
mean that we will continue to have timely access to adequate supplies of raw materials in the
future or the supplies of these materials will be available on satisfactory terms when needed.

Given our reliance on our suppliers, if any one of our suppliers is unable to deliver our raw materials
in a timely manner, or at all, or meet our design or quality specifications, we may be unable to
meet the delivery timelines. Delayed supplies of raw material from our suppliers may in turn result
in delayed deliveries by us to our customers and we may incur liquidated damages. There can be
no assurance that we will be able to maintain strategic relationships with our suppliers or diversify
our supplier base. Further, our suppliers may enter into exclusive arrangements with our
competitors or other non-competing manufacturing companies, and we may be unable to obtain
alternative sources for our raw materials at commercially reasonable prices, or at all, or enter into
alternative arrangements with other raw material suppliers.
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During the course and aftermath of the Covid-19 related restrictions and fallout of the same on
global raw materials, our business suffered scarcity and in certain instances non-availability of
some raw-materials such as copper tubes/pipes and aluminium foils. While we were able to
subsequently purchase these raw materials through alternative vendors, we cannot assure you
that alternative vendors for supply of the raw materials will be available in future.

We do not have any long-term contracts with any of our suppliers. Further we are heavily
dependent on overseas suppliers to ensure quality supplies to us as per our quality specifications.
Any shortfall in the supply of our raw materials as per our specifications or an increase in our raw
material costs or other input costs or any country specific challenges may adversely affect the
pricing and supply of our products and have an adverse effect on our business, results of
operations and financial condition.

We do not have any long-term contracts with our third-party suppliers. This lack of contractual
commitment can lead to fluctuations in the availability and cost of raw materials, potentially
causing disruptions in our production processes. Additionally, without long-term contracts, we
may be exposed to price volatility and supply chain uncertainties, which could affect our ability to
meet customer demand effectively. Such risks could result in increased operational costs, delays
in production, and potential loss of revenue, thereby adversely impacting our overall business
performance and financial stability. Prices are negotiated for each purchase order, and we
generally have multiple suppliers for raw material supply and thus we are subject to pricing
fluctuations which vary from order to order. The terms and conditions including the return policy
are set forth in the purchase orders. However, if our suppliers are unable to provide us with a
sufficient quantity of raw materials, at prices acceptable to us, we may be unable to meet the
demand for our products. We are also subject to the risk that one or more of our existing suppliers
may discontinue their operations, which may adversely affect our ability to source raw materials
at a competitive price. An increase in the prices of raw material used in manufacturing of our
products, may result in corresponding increase in our product costs. A failure to maintain our
required supply of raw materials, and any inability on our part to find alternate sources for the
procurement of such raw materials, on acceptable terms, could adversely affect our ability to
deliver our products to customers in an efficient, reliable, and timely manner, and adversely affect
our business, results of operations and financial condition.

Further, our customers have high specifications of quality checks and require us to supply products
as per their specific requirements. To ensure delivery of our products as per client’s specific
requirements we have to source 78.17% of our purchases of raw materials for the FY 2023-24 from
overseas vendors which increases our risks and that too without having long term supply
agreements with our vendors. The import risks such as imposition of anti-dumping duty,
countervailing duty, currency fluctuations, transportation delays, and evolving regulations, could
significantly impact our operations. The quality of raw materials sourced from our suppliers is
critical to our production process and overall business operations. Any deficiency in the quality of
these materials could lead to production delays, and increased costs. This, in turn, could harm our
reputation, reduce customer satisfaction, and negatively impact on our financial performance.

If we are unable to deliver reliable and high-quality products or timely resolve any issues relating
to our products and services, we may be unable to expand or maintain our customer base and
market share. We may incur additional expenses for resolving errors, providing damages for the
defects or delays, extending warranties, increasing insurance coverage, obsolescence of inventory
and defective products. In addition, we may have to undertake significant research and
development, and engineering efforts to resolve such defects. Our customers may also bring legal
action against us, which could expose us to additional liabilities, however, no such instance has
occurred till date. If any of these events occur in future, our reputation, business, operations and
financial condition could be materially and adversely affected.
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Discontinuation of production by these suppliers or the failure of these suppliers to adhere to the
delivery schedule or the required quality could hamper our production schedule and therefore
affect our business and results of operations.

This dependence may also adversely affect the availability of raw materials at reasonable prices
thus affecting our margins and may have an adverse effect on our business, results of operations
and financial condition. There can be no assurance that strong demand, capacity limitations or
other problems experienced by our suppliers will not result in occasional shortages or delays in
their supply of raw materials. If we experience a significant or prolonged shortage of raw materials
from any of our suppliers, we have to procure the raw materials from other sources which would
result in delay in our production schedules and to deliver such products to our customers on time,
which would adversely affect our sales, margins and customer relations. We cannot assure you
that a particular supplier will continue to supply the required components or raw materials to us
in the future. Any change in the supply pattern of our raw materials can adversely affect our
business and profits.

We rely heavily for our raw materials from our vendors in Malaysia, South Korea, Thailand,
Vietnam and China and in Financial Year 2024, 2023 and 2022, our import purchases accounted
for 78.17%, 79.08% and 72.16% of our total raw materials purchased. Any country-related risk or
any change in Government policies in relation to import of goods or import of goods from any
specific country or region may adversely affect the sourcing of our raw materials which may have
an adverse effect on our business, operations and financial condition.

We source raw materials from vendors in Malaysia, South Korea, Thailand, Vietnam and China. In
the Financial Year ended on March 31, 2024, 2023 and 2022, our imported raw materials as a
percentage of total raw materials purchased based on Restated Financial Statements is as follows:

(X in Lakhs,
For the Financial Year ended on March 31
Particulars 2024 2023 (Standalone) 2022

(Consolidated) (Standalone)
Cost of raw materials imported 19,664.64 16,611.12 10,024.40
Cost of total raw materials purchased 25,157.67 21,006.45 13,890.92
Cost (?f materials imported as a percentage of our total cost of raw 78.17% 79.08% 72.16%
materials purchased (%)

The import of raw materials essential to our operations is subject to government policies, including
trade regulations and restrictions. Changes in these policies, such as the imposition of tariffs,
guotas, export bans, or sanctions, could significantly impact our ability to procure necessary
materials from the countries specified herein. Additionally, any modifications to bilateral or
multilateral trade agreements, or shifts in diplomatic relations, may further complicate our import
processes.

These changes may result in increased costs for raw materials, delays in delivery, or even the
unavailability of certain raw materials. Such disruptions could adversely affect our production
schedules, cost structure, and overall profitability. Furthermore, the inability to secure timely and
cost-effective supplies may hinder our ability to meet customer demands, potentially affecting our
market position. Any restriction on the import of components or raw materials could have an
adverse effect on our ability to deliver products to customers, affect the business prospects,
financial condition and results of operations.

The details of Raw material imports from top 5 jurisdictions for the Financial Year ended on March
31, 2024, 2023 and 2022 is as under:

(X in Lakhs)
For the Financial Year ended on March 31,

Name of the Country 2024 (Consolidated) 2023 (Standalone) 2022 (Standalone)

Amount % Amount % Amount %
Malaysia 8,464.56 43.04% 6,534.20 39.34% 3,381.99 33.74%
Vietnam 6,461.74 32.86% 3,104.10 18.69% 3,660.60 36.52%
South Korea 2,385.97 12.13% 2,467.47 14.85% 327.15 3.26%
Thailand 1,270.88 6.46% 2,360.20 14.21% 1,859.29 18.55%
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For the Financial Year ended on March 31,
Name of the Country 2024 (Consolidated) 2023 (Standalone) 2022 (Standalone)
Amount % Amount % Amount %
China 1,079.57 5.49% 2,122.91 12.78% 771.46 7.70%
Total Imports from Top 5 Jurisdictions 19,662.72 99.98% 16,588.88 99.87% 10,000.49 99.77%
Total Imports 19,664.64 100.00% 16,611.12 100.00% 10,024.40 100.00%

Pursuant to the certificate dated August 10, 2024, from our Statutory and Peer Review Auditor M/s Keyur Shah and Co., Chartered
Accountants.

These country-specific challenges, combined with general import-related risks such as imposition
of anti-dumping duty, countervailing duty, currency fluctuations, transportation delays, and
evolving regulations, could significantly impact our operations. To mitigate these risks, we are
diversifying our supplier base, exploring local manufacturing options, and implementing robust
supply chain monitoring processes. However, investors should note that despite these efforts, our
reliance on international suppliers could still materially affect our production capabilities, costs,
and overall financial performance.

Our Company faces significant supply chain risks due to our heavy reliance on imported
components and raw materials from countries such as China, Thailand, Malaysia, South Korea, and
Vietnam. Country specific risks in respect of raw material supplies from such countries are as
follows:

(a) China: Ongoing geopolitical tensions and political disputes, especially with major economies
like the US, can result in tariffs, sanctions, or restrictions on exports of China. Critical
components like compressors are sourced from Chinese vendors, exposing us to potential
disruptions from ongoing India-China border disputes.

(b) Malaysia: Despite challenges such as geopolitical shifts and trade restrictions, their strategic
collaboration continues, buoyed by shared membership in global forums, unfavorable
geopolitical shifts, along with the prospect of global demand stagnation, and heightened
import tariffs, pose significant hurdles.

(c) South Korea: Due to the prevailing tensions between the India and the South Korea
concerning non-tariff barriers (NTBs), including but not limited to mandatory local
certification, bio-equivalence testing, and other export impediments, as well as the ongoing
negotiations to upgrade the bilateral Comprehensive Economic Partnership Agreement
(CEPA) which India contends has conferred disproportionate benefits upon the South Korean
parties the CEPA, implemented in 2010. Our Company is exposed to substantial risk of
inflationary pressures on raw material costs, which poses a significant threat to our overall
production activities.

(d) Thailand: Our business operations may be adversely affected by changes in international
trade agreements, particularly the India-Thailand Free Trade Agreement and the ASEAN-India
Free Trade Area. These agreements currently facilitate reduced tariffs and simplified trade
procedures for imports from Thailand. However, ongoing negotiations and potential
renegotiations of these agreements pose significant risks. Any alterations to tariff structures,
rules of origin, product coverage, or trade facilitation measures could impact the cost and
availability of our Thailand imports. Increased tariffs or more stringent regulations may raise
our operational costs, potentially affecting our profit margins.

(e) Vietnam: Changes in the broader India-Vietnam relationship or regional geopolitical dynamics
may adversely affect our business operations and financial performance. These risks include
potential shifts in bilateral trade policies due to changing diplomatic relations or strategic
priorities, impact of external factors such as US-China tensions or South China Sea disputes
on economic ties, possible trade barriers or reduced engagement from diplomatic rifts or
competing regional interests, sudden changes in preferential trade agreements or market
access, alterations in investment climate due to geopolitical realignments, indirect effects of
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either country's changing relationships with major powers, and potential disruptions from
diverging approaches to regional challenges or multilateral economic initiatives. These
geopolitical factors could lead to unexpected changes in trade flows, increased operational
costs, reduced market opportunities, or regulatory challenges that may materially and
adversely affect our business, financial condition, and results of operations in the India-
Vietnam trade corridor.

Import restrictions with any of our suppliers jurisdiction may require us to diversify our supply
chains to reduce reliance on any single country or region. This may involve finding new suppliers
in different locations or investing in domestic production capabilities. While diversification can
mitigate some risks associated with import restrictions, it can also come with its own challenges,
such as finding reliable suppliers or facing higher production costs. Further, changes in legislation
will require our Company to comply with new regulations or standards, which can increase
administrative burdens and compliance costs. Failure to comply with these regulations can result
in fines or other penalties, further impacting our bottom line. Import restrictions and legislative
changes can contribute to market volatility, affecting investor confidence and stock prices in
future, which may result in fluctuations in demand, supply, and pricing as they adapt to changing
trade dynamics and regulatory environments.

We are required to obtain, renew or maintain certain statutory and regulatory permits and
approvals required to operate our business and if we fail to do so in a timely manner or at all and
our business, financial conditions, results of operations and cash flows may be adversely affected.

Our operations are subject to government and statutory regulations, and we are required to obtain
and maintain several permits, consents and approvals under central, state and local government
rules for operating our business for our manufacturing units in our company and our material
subsidiary company. For details, please refer the section titled “Government and Other Approvals”
beginning on page 377. While we have obtained the necessary and material approvals, licenses,
registrations and permits from the relevant authorities, there could be instances where we may
not have applied, obtained or applied with a delay for certain requisite approvals applicable to us.
For instance, registration under the Contract Labour (Regulation and Abolition) Act, 1970 was not
in place prior to 2019. Penalties or imprisonment may be levied against our Company under Section
24 of the Contract Labour (Regulation and Abolition) Act, 1970 for employing more contract
labourers than the number specified under the heading “number of contract labourers to be
employed through each contractor” in the certificate of registration, which may adversely affect
the financial position of our Company.

We also need to apply for renewal, from time to time, of some of such approvals, licenses,
registrations and permits, which expire or seek fresh approvals, as and when required, in the
ordinary course of our business. While we generally apply for the renewal of approvals in a timely
manner, we cannot assure that such approvals will be issued or granted to us in a timely manner,
or at all. If we do not receive such approvals or are not able to renew the approvals in a timely
manner, our business and operations may be adversely affected.

Our Company has not filed fresh or renewal application for following material approvals:

S. No. Particulars Nature of Registration/Approval

1. Environmental Approvals Registration under E-Waste (Management) Rules, 2022

Further, if we do not receive the registration under E-waste (Management) Rules, 2022 (“E-waste
Management Rules”) or does not apply for the said registration, we shall be liable to pay the
environmental compensation in accordance with Rule 22(3) of E-waste Management Rules which
reads as under:

“Rule 22(3): The environmental compensation shall also be levied on unregistered producers,
manufacturer, refurbisher, recyclers and any entity which aids or abets the violation of these
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Further, under such circumstances, the relevant authorities may initiate penal action against us,
restrain our operations, impose fines/ penalties or initiate legal proceedings for our inability to
renew/obtain approvals in a timely manner or at all.

The approvals required by us are also subject to numerous conditions including, among others,
guantum of raw materials to be used, fire and safety measures, etc. Further, in some cases, consent
of relevant authorities is required in case there is any modification/ alteration/ change in product
mix. The conditions and the obligation to renew the approval or license at regular intervals are also
prescribed in such approvals and licenses. We cannot assure you that the approvals, licenses,
registrations and permits issued to us will not be suspended or cancelled or revoked in the event
of non-compliance or alleged non-compliance with any terms or conditions thereof, or pursuant
to any regulatory action.

Our inability to collect receivables from our customers or default in payment by them could result
in the reduction of our profits and affect our cash flows.

Our operations involve extending credit for extended periods of time to our customers in respect
of our products and consequently, we face the risk of non-receipt of these outstanding amounts
in a timely manner or at all. We have implemented a credit policy to manage these risks, with our
standard credit period being 120 days. However, even with this policy in place, we cannot
guarantee that our customers will not default on their payments. We typically operate on pre-
sanctioned credit limits with customers, monitoring their ability to pay and limiting the credit we
extend, based on an evaluation of each customer's financial condition and payment history.
Despite these precautions, we may still experience losses due to customers being unable to pay.
While we maintain what we believe is a reasonable allowance for doubtful receivables based on
historical trends and available information, there is always a risk that our estimates may not be
accurate. As the majority of our customers operate from foreign jurisdictions, pursuing legal
remedies to collect trade receivables may involve higher legal fees and other expenses. Our
inability to collect receivables from our customers in a timely manner or at all could adversely
affect our working capital cycle and cash flows. In the period ended on Financial Year 2024, 2023,
and 2022, our trade receivables were X 5244.41 Lakhs, X 3,865.83 Lakhs and X 2979.02 Lakhs
respectively, which represented 17.01%, 15.62% and 19.08% of our Revenues from Operations for
such periods, respectively. Macroeconomic conditions could result in financial difficulties for our
customers, including insolvency or bankruptcy, potentially leading to delayed payments, requests
for payment modifications, or defaults. These situations could increase our receivables or affect
our working capital requirements. An increase in bad debts or defaults may compel us to utilize
greater amounts of our operating working capital and result in increased financing costs, thereby
adversely affecting our results of operations and cash flows.

Our ageing analysis is as mentioned in the following table:

(X in Lakhs)
Particulars 2023-24 (Consolidated) 2022-23 (Standalone) 2021-22 (Standalone)

Less than 6 months 5,190.46 3,880.62 2,980.70

6 months- 1 year 39.55 1.53 9.01

1-2 years 14.22 - 0.01

2-3 years 33.86 0.63 2.58

More than 3 years 5.34 5.22 4.71

Total 5283.43 3888.01 2997.01

Less: (expected credit loss) (39.02) (22.18) (17.99)

Net total 5,244.41 3,865.83 2,979.02

Our inventory holding is X 8,440.52, X 5,508.43 and X 2,130.85 for the Financial Year ended on
March 31, 2024, 2023 and 2022 which tantamount to 37.02%, 29.99% and 16.42% of our Cost of
Goods Sold. Such continuous increase has led to sub optimal utilization of resources. If we fail to
manage the Inventory and forecast the demand our business operations and financial conditions
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Our ability to accurately forecast demand for our products and efficiently manage inventory is
crucial, we strive to maintain an adequate inventory of raw materials, work-in-progress, and
finished goods to meet our clients' requirements. However, over the past three financial years, we
have experienced a significant build-up of inventory. This has led to suboptimal utilization of
resources and highlights challenges in our demand forecasting and inventory management
processes.

The details of the inventories during past 3 Financial Years ended on March 31, 2024, 2023 and
2022 are as under:

(X in Lakhs)
. For the Financial Year ended on March 31
Particulars n
2024 (Consolidated) 2023 (Standalone) 2022 (Standalone)

Raw Material 6,788.74 4,314.42 1,798.13

Work in Progress 680.31 403.23 35.26

Finish Goods 971.47 790.78 297.46

Total 8,440.52 5,508.43 2,130.85

Cost of Goods Sold (COGS) 22,801.40 18,368.24 12,978.21

% of Inventory over COGS 37.02% 29.99% 16.42%

The inventory levels have increased substantially, reflecting both an overestimation of demand
and potential inefficiencies in production planning. Despite our efforts to align production volumes
with client demand, we have faced difficulties in accurately predicting market needs. If we
underestimate demand, we risk manufacturing insufficient quantities, potentially resulting in the
loss of business. Conversely, overestimating demand can lead to excess inventory, which may not
be sold in a timely manner and could further strain our financial performance. These issues may
adversely affect our results of operations, financial condition, and cash flows, as suboptimal
inventory levels hinder resource utilization and operational efficiency.

The Proposed project specified in the “Objects of the Issue” is subject to a variety of risks related
to the non-completion of various stages as outlined in the schedule of implementation of
Proposed project. Delays or failures in completing any of the milestones in the schedule of
implementation could adversely affect the overall project completion and subsequent
operations.

We are required to complete the Proposed project within the timelines as specified in the schedule
of implementation of Proposed project. Failure to meet these timelines could result in increased
project costs, potential revenue loss, and strained relationships with investors. It is essential to
closely monitor the project schedule and manage risks associated with each stage to ensure timely
project completion and minimize potential disruptions.

S. No. Particulars A B AT Expected Completion Date
Commencement Date
Allotted in September 2023
1. Land acquisition August, 2023 | & Lease deed executed in
March, 2024
2. Site development and civil and structural works January, 2024 March, 2025
3. Procurement of plants and machineries May, 2023 December, 2024
4. Installation of plant and machineries September, 2024 January, 2025
5. Procurement of miscellaneous fixed assets April, 2024 December, 2024
6. Installation of miscellaneous fixed assets September, 2024 January, 2025
5. Power connection November, 2024 January, 2025
6. Water connection (Tubewell) February, 2024 March, 2024
7. Trial run February, 2025 April, 2025
8. Commencement of commercial production April, 2025 April, 2025

The construction phase involves multiple critical activities that must adhere to the project timeline.
Delays in the start of construction due to regulatory approvals, contractor availability, or
procurement of materials could cascade into subsequent stages. Factors such as labor shortages,
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adverse weather conditions, or logistical challenges could impede progress. Additionally, issues in
obtaining necessary permits or encountering unforeseen site conditions could require design
changes or additional remediation, leading to delays and cost overruns. Further, the placement of
orders for plant and machinery, as well as their arrival and installation, is a crucial component of
the project. Delays in order placement, particularly for imported machinery, could be caused by
supply chain disruptions, vendor issues, or international trade regulations. These delays could push
back the overall project schedule, affect the integration and testing of equipment, and escalate
costs. The trial production phase is critical for testing and validating the production process. Delays
in this phase could arise from unforeseen technical challenges, equipment malfunctions, or quality
control issues. Such delays may necessitate additional testing, rework, or adjustments, potentially
postponing the commencement of commercial production. A delayed start to commercial
operations could impact revenue generation, market entry timing, and our competitive
positioning.

If our top 10 customers engaged in refrigeration and air conditioning (RAC) Industry starts
manufacturing Heat Exchangers in-house, or if there is a downward trend in Industry, our sales
could be adversely affected.

We are engaged in the business of manufacturing of heat exchangers and act as OEM to all the
major brands in RAC Industry. Our company derive 72.31%, 70.87% and 75.82% of its revenue from
our top 10 key customers who are engaged in RAC Industry for the Financial Year 2024, 2023 and
2022 respectively. In recent years, RAC brands have increasingly outsourced the manufacturing of
their products to manufacturer like us. However, there can be no assurance that they will continue
to do so in the future. A customer’s decision to outsource is affected by its ability and capacity for
internal manufacturing and the competitive advantages of outsourcing. Our sales to our customers
are also dependent on their business position and financial health. There can be no assurance that
our customers will continue to outsource or increase the share of outsourcing. If RAC brands 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 use other providers of these services, our future growth could be limited, and our sales and
operating results may suffer.

Further, our business is heavily dependent on the performance and market trends of the HVAC
sector. Our Revenue from Operations has been increasing at CAGR of 25.46 % over the past 3 years
due the trend of increasing demand in the HVAC industry. However, there can be no assurance that
the HVAC industry will continue to grow and that we will continue to retain our market share.

The sales of heat exchanger and its components are directly related to the production and sales of
air conditioners, refrigerators etc. by our customers. Sales and production of these products may
be affected by general economic or industry conditions, including seasonal trends in the HVAC
sector, evolving regulatory requirements, government initiatives, trade agreements and other
factors. Any economic downturn and recessionary trends in HVAC industry, both in India and in
export markets, may significantly affect our business, financial condition, results of operations and
prospects. Unfavourable industry conditions can also result in an increase in commercial disputes
and other risks. A sustained decline in the demand for these products produced and sold by our
customers could prompt them to cut their production volumes, directly affecting the demand and
sales from customers for our products.

Our Company has a limited operating history, which will make it difficult for the investors to
evaluate our historical performance or future prospects.

Our Company has a limited operating history, making it challenging for investors to assess our
historical performance or predict our future prospects. Our Company was incorporated on August
25,2017, and commenced its operations in June 2018. Due to this short period of operations, there
is limited historical data available for evaluation, which increases the uncertainty regarding our
business model, strategies, and potential for future success. As a result, investors may find it
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difficult to make informed decisions about our financial stability and long-term viability.
Additionally, our limited operating history may not adequately reflect the challenges and risks we
may encounter as we continue to grow and expand our business. The limited track record makes
it difficult to conduct a meaningful comparative analysis, which could affect investment decisions.

Our company is subject to the terms and conditions set by RIICO for the transfer of lease rights.
If we are unable to comply with the terms and conditions, it may lead to enforcement actions by
RIICO for such non-compliance.

RIICO has permitted to transfer the lease rights of industrial plot no. F-48, 49, EPIP, Neemrana,
Alwar, Rajasthan. As per the terms and conditions for transfer, we have to export minimum of
33.33% of our produce of installed capacity every year and submit the required documents as proof
to the office of RIICO. However, our Company is unable to comply with the said requirement by
RIICO. Therefore, an action for failure to comply with the terms and conditions, might be initiated
against us for non-compliance of this condition. Further, if RIICO identifies any dues towards the
old allottee during audit observations then our Company shall be liable to deposit the same when
demanded by RIICO.

The objects of the Issue include orders for plant and machinery which have not yet been placed.
Further, we are yet to place orders for capital expenditures. In the event of any delay in
placement of such orders, the proposed schedule of implementation and deployment of the Net
Proceeds may be extended or may vary.

The object of the issues includes orders for plant and machinery which have not yet been placed
in entirety. Accordingly, orders worth Rs. 1,896.58 Lakhs (excluding contingency costs), which
constitute approximately 17.24% of the total estimated costs (excluding contingency costs) in
relation to Proposed Project, are yet to be placed. For details regarding about the proposed project
and total estimated cost of the proposed project, please see section “Details of the Objects to
Issue” under Chapter “Objects to Issue” on page 120. There can be no assurance that we will be
able to place orders for such plant and machinery in a timely manner or at all. Further, the costs of
such a plant and machinery may escalate or vary based on external factors which may not be under
our control. Additionally, in the event of any delay in the placement of such orders, the proposed
schedule of implementation and deployment of the Net Proceeds may be extended or may vary
accordingly. For details, see “Objects to the Issue” beginning on page 118. The actual costs of such
plant and machinery may be subject to change due to factors beyond our control.

In addition, we have obtained quotations from various vendors in relation to the capital
expenditure, most of these quotations are valid for a certain period of time and may be subject to
revisions, and other commercial and technical factors, including our financial and market
condition, business and strategy, competition, negotiation with suppliers, variation in cost
estimates on account of factors, including changes in design and other external factors which may
not be within the control of our management. Although, we have entered into a definitive
agreement with such civil contractor but there can be no assurance that the same civil contractor
would be engaged to eventually provide the services at the same costs. If there is any increase in
the costs, the additional costs shall be paid by our Company from its internal accruals. We cannot
assure you that we will be able to undertake such capital expenditure within the cost indicated by
such quotations or that there will not be cost escalations.

The feasibility and project viability report which comprises of the site comparison on page 66 to
76, issued by external agency named Q Serv Consultants Private Limited having its office at 303,
Shitiratna Complex, B/s Radisson Blu Hotel, Nr. Panchwati Circle, Ambawadi, Ahmedabad, is
included and disclosed in the chapter titled “Material Contracts and documents for inspection”.

The site for the Proposed Project is SP1-24, Kolila Joga, Neemrana, Rajasthan. As per the report, at

the time of purchase, only the land was secured but as of now the site demonstrates a well-
organized and advanced construction phase indicating the project's momentum and feasibility.
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The report also details the advantages of the project site at Kolila Joga and reasons due to which
the site is superior to the other potential locations in India for heat exchanger and HVAC industry,
which, in brief, comprises of (i) its strategic location due to Neemrana being part of Delhi-Mumbai
Industrial Corridor and proximity to major cities like Delhi and Jaipur (ii) presence of robust
infrastructure and conducive environment, supply chain efficiency for heavy industries (iii)
developed infrastructure for logistics and transportation which will be enhanced by upcoming
western dedicated freight corridor (iv) availability of power supply line and water supply line
around site boundary (v) availability continued supply of skilled and semi-skilled labour pool also
because of proximity technical institutes (vi) offering of subsidies, tax benefits by the Government
of Rajasthan and support from RICO (vii) conducive environment for
meeting environmental and regulatory compliance requirements.

Our Company benefits from certain export benefits and other local state government incentives
which are subject to the policies and decisions of the Government. Any reduction in or
termination of incentives/ subsidies/ schemes we enjoy or change in other favourable
government policies resulting in reduction or termination of incentives/ subsidies/ schemes may
affect our business, results of operations, cash flows and financial condition.

We have availed benefits under certain export promotion schemes such as Duty Drawback
Scheme; Remission of Duties and Taxes on Exported Products (RoDTEP); Export Promotion Capital
Goods (EPCG) and Rajasthan Investment Promotion Scheme (RIPS); in relation to our operations.
In accordance with the licensing requirements outlined in the EPCG scheme, we are permitted to
import capital goods in India required for export production without the payment of custom duty,
provided we export goods from India worth a defined amount within a certain period of time In
the event that we fail to fulfil these export obligations in full and within the stipulated time period,
we may have to pay the Government of India a sum equivalent to the duty enjoyed by us under
the scheme that is proportionate to the unfulfilled obligations, along with interest.

The Company is currently availing the benefits under the Rajasthan Investment Promotion Scheme
(RIPS) wherein the Company is entitled to claim 75% of the deposited State Goods and Services
Tax (SGST) for a period of seven years from the date of receiving the entitlement letter.
Additionally, the Company enjoys a full exemption from electricity duty and land tax for seven
years each; and employment generation subsidy in the form of reimbursement of 50% of
employers contribution towards employees EPF and ESI for seven years. As part of a special
package of incentives, the Company also receives a 5% interest subsidy on term loans obtained
from financial institutions, state financial institutions, or banks recognized by the Reserve Bank of
India. This interest subsidy is available for a period of five years, with a maximum cap of Rs. 25 lakh
per year.

To avail these benefits, we are required to comply with specific conditions set by the respective
authorities. There is a risk that any failure to meet these conditions could lead to the suspension
or revocation of the benefits under the respective schemes, (a) EPCG: This scheme is available to
companies who import capital goods, since the Company imports plant and machineries for
manufacturing its products, our Company is eligible to avail the benefits under the scheme. Import
under EPCG scheme shall be subject to an Export Obligation (EO) equivalent to 6 times of duties,
taxes and cess saved on capital goods, to be fulfilled in 6 years reckoned from date of issue of
authorisation. In addition to the primary Export Obligation, the scheme imposes an Average Export
Obligation (AEO), requiring us to maintain export levels above the average exports achieved in the
preceding three licensing years for the same or similar products; (b) RoDTEP: all the manufacturer
exporters are eligible to avail the benefits under this scheme subject to the condition that the
exported products should have India as their country of origin to be eligible for benefits under the
scheme. Further, there is no turnover threshold for availing benefits under the scheme. The foreign
trade policy lists out the categories of exports/ exporters shall not be eligible for rebate under
RoDTEP scheme, however, our Company does not fall in such category; (c) DBK: the Duty Drawback
Scheme is available for the import of exported goods into India as well as for the export of goods
made from imported, indigenous, or a combination of both materials. To qualify for benefits under
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this scheme, the Company must be the legal owner of the goods at the time of export, and customs
duty must have been paid on the imported goods. Our Company fulfils the conditions required, to
be eligible for the benefits under this scheme; (d) RIPS: Our Company avails benefits under RIPS
2014 and 2019, the basis of entitlement is “expansion” and it falls under MSME category of the
thrust sector as specified in the entitlement certificate vide unique rips no. RIPS-00008353-5561
and RIPS2019/2021/3201. Since the Company is categorized as medium enterprise as on
classification date 26.06.2022, our Company was eligible under MSME sector category for
expansion of the Company.

Any newly introduced or revised policies in relation to the benefits availed by us issued by relevant
authorities, may deprive us of our existing benefits. We cannot predict the current or future
initiatives of the governments and relevant authorities and there can be no assurance that we will
continue to enjoy the mentioned subsidies and incentives. We may not be able to comply with the
obligations and stipulations that would allow us to avail ourselves of such benefits or concessions,
and consequently, we may lose such benefits and concessions. If there is a failure to adhere to any
criteria while availing of benefit, it could also result in the reversal of benefits, potentially leading
to the imposition of interest and penalties as outlined in the pertinent scheme. Further, any failure
to meet the obligations under such schemes may result in an adverse effect on our business
operations and our financial condition.

We have contingent liabilities that have not been provided for in our Company’s financials which
if materialized, could adversely affect our financial condition.

As of March 31, 2024, we had X 2,189.91 Lakhs of contingent liabilities that had not been provided
for. A summary table of our contingent liabilities as of March 31, 2024, as disclosed in the chapter
titled “Restated Financial Information” is set forth below:

(X in Lakhs)

Particulars As on March 31, 2024
Contingent Liabilities
Under Direct Tax 146.84
Under Indirect Tax 7.02
Letter of Credit 1,540.68
Bank Guarantees 270.73
Under EPCG/ Advance Authorisation Import Duty Benefit received from DGFT not

. . L ) - 224.64
considered as liability until it fulfils the Export Obligation
Total 2,189.91

For details, see “Restated Financial Information” and “Management’s Discussion and Analysis of
Financial Condition and Results of Operations - Contingent Liabilities” on pages 270 and 365-366,
respectively, for more information. Any or all of these contingent liabilities may become actual
liabilities. In the event that any of our contingent liabilities become non-contingent, our business,
financial condition and results of operations may be adversely affected. Furthermore, there can be
no assurance that we will not incur similar or increased levels of contingent liabilities in the current
Financial Year or in the future.

Our Company, its Promoters and our Directors are party to certain legal proceedings. Any
adverse outcome in such proceedings may have an adverse impact on our reputation, business,
financial condition, results of operations and cash flows.

Our Company, Promoters and Directors are currently involved in certain legal proceedings. These
legal proceedings are pending at different levels of adjudication before various courts and
tribunals. The summary of outstanding litigation in relation to our Company, our Promoters and
Directors as on the date of this Red Herring Prospectus have been provided below in accordance
with the Materiality Policy adopted by our Board. For details, see “Outstanding Litigation and

Material Developments” on page 370.
(X in Lakhs)
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Name of Entity

Criminal
Proceeding

Tax Proceeding

Direct Tax

Indirect
Tax

Statutory or
Regulatory
Proceedings

Disciplinary actions by
the SEBI or Stock
Exchanges against our
Promoters

Material
Civil
Litigation**

Aggregate
@mount involved
(Rs in Lakhs)”

Company

By the Company

1#

13.70%

Against the
Company

2*

1***

8.57**

Directors (Other
than Promoters)

By our Directors

Against Directors

2##

0.30

Promoters

By Promoters - - - - - - -

Against - - - - -
Promoters

Not Quantifiable

Subsidiary

By Our Subsidiary - - - - - - -

Against
Subsidiary

Our - - - - - - -

Group Company

By Our
Company

Group - - - - - - -

Against Our Group - - - - - - -

Company

*To the extent quantifiable and ascertainable.

**Amount does not include unquantifiable demand with respect to proposed adjustment in income of X 6,194/- for the A.Y. 2023-24 under Section

143(1) of the Income Tax Act, 1961.

***Our Company is in receipt of intimation in the Form GST DRC-01C with respect to difference in input tax credit availed in GSTR-3B and available
as per GSTR-2B for the period September 2023 amounting to X 1,46,83,606.30/-. Our Company has furnished reply against such intimation. However,

no show cause notice has been issued in respect of said matter under the provisions of the CGST Act.

AA [t consists of: (1) a case filed against our Promoters Anju Devi and Santosh Kumar Yadav and the amount involved is Rs. 14,00,000/- along with
interest @15% p.a., (2) an appeal filed by Micro Coils Refrigeration Pvt. Ltd against our Promotor Santosh Kumar Yadav under Section 37 of the
Arbitration and Conciliation Act, 1996, (3) a claim has been made before DIAC by Mr. Manoj Kapoor and others, against our Promoter Mr. Santosh

Kumar Yadav and the amount involved is Rs. 2,50,00,000/- together with interest at the rate of 18% per annum.

## The Director has paid demand of tax amounting to Rs. 39,760/- in both the cases vide challans dated 03.07.2024, however, interest amounting

to Rs. 30,133/- on such demand of tax is pending for payment.

19

The amounts mentioned above may be subject to additional interest/ penalties being levied by the
concerned authorities which have not been included above as not being ascertainable as on date
of this Red Herring Prospectus. We cannot assure you that these proceedings will be decided in
favour of our Company, Promoters or our Directors, as the case may be. Any adverse decision in
such proceedings may render us liable to penalties and may have a material adverse effect on our
reputation, business and financial condition. Additionally, during the course of our business we are
subject to risk of litigation in relation to contractual obligations, employment and labour laws,
personal injury and property damage, etc.

Furthermore, if we get involved in disputes with third-parties in the course of our operations such
as suppliers, customers and sub- contractors, the same may lead to legal or other proceedings and
may result in substantial costs, delays in our development and operation schedule, and the
diversion of resources and management’s attention, regardless of the outcome. We may also have
disagreements with regulatory authorities in the course of our operations, which may subject us
to legal proceedings and unfavorable decisions that may result in penalties or delay or disrupt our
development and operations.

Our Objects to issue - “Investment in wholly owned subsidiary in the form of equity for setting up
a manufacturing unit” is subject to the risk of unanticipated delays in implementation, cost
overruns and certain Government approvals and licenses. If we are unable to implement the
expansion plans at the planned cost or time or unable to obtain Government approvals and
licenses, it could materially and adversely impact our business, results of operations and financial
condition.

We have made and intend to continue making investments to expand our portfolio of products to
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achieve our growth objective. We intend to deploy Net Proceeds of IPO to set up a new
manufacturing unit (“Proposed Project”) located at SP1-24, Kolila Joga, Neemrana, Alwar,
Rajasthan-301705 through investment in our wholly owned Subsidiary, KRN HVAC Products
Private Limited. For further details, see “Objects of the Issue” on page 118.

The Proposed Project may be subject to the potential problems and uncertainties that construction
projects face including cost overruns or delays. Problems that could adversely affect our Proposed
Project include increased costs of equipment or manpower, delay in receipt of Government
approvals and licenses from regulatory authorities or rejection of the approvals applied for by
regulatory authorities as we apply for them at various stages of the project, insufficient
performance of the equipment and machinery installed at the manufacturing unit, delays in
completion, defects in design or construction, the possibility of unanticipated future regulatory
restrictions, labour shortages, incremental pre-operating expenses, unforeseen taxes and duties,
interest and finance charges, environment and ecology costs and other external factors which may
not be within the control of our management.

There can be no assurance that the proposed additions in our portfolio of products and expansions
will be completed as planned or on schedule, and if they are not completed in a timely manner, or
at all, our budgeted costs may be insufficient to meet our proposed capital expenditure
requirements. If our actual capital expenditures significantly exceed our budgets, or even if our
budgets were sufficient to cover these projects, we may not be able to achieve the intended
economic benefits of these projects, which in turn may materially and adversely affect our financial
condition, results of operations, cash flows, and prospects. There can be no assurance that we will
be able to complete the expansion and additions in accordance with the proposed schedule of
implementation and any delay could have an adverse impact on our business, results of operations
and financial condition.

For further details please refer to “Objects of the issue” on page 118.

There have been certain instances of delays in payment of statutory dues by our Company and
our Subsidiary in the past. Any failure or delay in payment of such statutory dues may expose us
to statutory and regulatory action, as well as significant penalties, and may adversely impact our
business, results of operations, cash flows and financial condition.

Our Company and our Subsidiary are required to pay certain statutory dues including goods and
services tax, taxes deducted or collected at source, provident fund contributions and employee
state insurance contributions under the Employee’s Provident Funds and Miscellaneous Provisions
Act, 1952, and the Employees’ State Insurance Act, 1948, respectively.

The table below sets out details of statutory dues paid by our Company and our Subsidiary during
the Financial Years 2024, 2023, and 2022:

(X in Lakhs)

Nature of payment Entity Financial Year 2024 Financial Year 2023 Financial Year 2022
Goods and services tax Company 7,249.38 6,144.18 3,970.50
Subsidiary 7.95 NA NA
Taxes deducted or Company 124.07 70.05 49.93
collected at source Subsidiary 24.95 NA NA
. Company 69.65 49.57 36.48
Provident fund Subsidiary 6.22 1.26 NA
Employee state insurance Company 3.76 4.52 9:50
Subsidiary 0.39 0.24 NA

Further, the table below sets out details of instances of delays in payment of statutory dues during
the Financial Years 2024, 2023 and 2022:

(X in Lakhs)
Nature of payment Entity Financial Year 2024 Financial Year 2023 Financial Year 2022
C 661.211) 521.702) 618.610)
Goods and services tax StbeiZ?;r\\// - NA NA
Taxes deducted or Company 13.98¢4 8.780) 2.216
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Nature of payment Entity Financial Year 2024 Financial Year 2023 Financial Year 2022
collected at source Subsidiary 4,407 NA NA

(1)  Our Company has duly paid applicable interest along with the delayed dues.

(2)  Our Company has duly paid applicable interest along with the delayed dues.

(3)  Our Company has duly paid applicable interest along with the delayed dues.

(4)  Out of the total amount of delayed dues, our Company has duly paid applicable interest on the delayed dues of X 6.06 lakhs.

(5)  Out of the total amount of delayed dues, our Company has duly paid applicable interest on the delayed dues of X 0.95 lakhs.

(6)  Out of the total amount of delayed dues, our Company has duly paid applicable interest on the delayed dues of X 1.83 lakhs.

(7)  Out of the total amount of delayed dues, our Subsidiary has duly paid applicable interest on the delayed dues of Rs. 1.22 lakhs.

Further, the table below sets out details of penalties paid for the instances of delays in payment
of statutory dues during the Financial Years 2024, 2023, and 2022:

(X in Lakhs)
Nature of payment Entity Financial Year 2024 Financial Year 2023 Financial Year 2022
. Company 1,74401) 1,356(2) 1,61603)
Provident fund Subsidiary Not Quantifiable’ NA NA
Employee state insurance Company NA NA NA
ploy Subsidiary Not Quantifiable™" NA NA

() Our Company has duly paid the applicable penalty for the delayed statutory dues for January 2024.

() Our Company has duly paid the applicable penalty for the delayed statutory dues for June 2023.

) Our Company has duly paid the applicable penalty for the delayed statutory dues for December 2021.

*Upon notification by the Employees' Provident Fund Organization of the penalty amount, our Subsidiary will pay the applicable penalty for the delayed
statutory dues for January 2024.

** Upon notification by the Rajasthan ESIC of the penalty amount, the Subsidiary will pay the applicable penalty for the delayed statutory dues for January
2024.

We have identified errors in calculation of Provident Fund (PF) contributions for certain
employees, resulting in non-compliance with the statutory requirements for depositing the correct
amount of EPF, as a result, there is shortfall in the amount of contributions deposited.

Therefore, we are obligated to deposit the amount of shortfall as specified in the table below, to
the Employees’ Provident Fund Organisation (EPFO):

(X in Lakhs)
Period Entity Provident fund*
April 2024 to July 2024 0.10
Financial Year 2024 Company 0.82
Financial Year 2023 1.51
Financial Year 2022 1.82
December 2023 to July 2024 Subsidiary 0.42

*The amounts mentioned in the table are approximate and the amount actually paid may differ.

This non-compliance may expose us to penalties and interest payments imposed by regulatory
authorities.

While our Company and our Subsidiary have subsequently made payment for most of the pending
statutory dues, we cannot assure that we will not incur delays in payment of statutory dues in the
future. Further, any failure or delay in payment of such statutory dues may expose us to statutory
and regulatory action, as well as significant penalties, which may adversely impact our business,
results of operations, cash flows, and financial condition.

21. We have significant working capital requirements which are funded through bank secured
borrowings for the Financial Years 2024, 2023 and 2022. If we are unable to secure adequate
bank borrowings for working capital on commercially reasonable terms it could have a material
adverse effect on our business, financial condition, and results of operations.

Our working capital requirements for the Financial Years ended on March 31, 2024, March 31,
2023, and March 31, 2022, is as under:
(X in Lakhs)
s. No. Particulars March 31, 2024 |March 31, 2023 | March 31, 2022
(Consolidated) (Standalone) (Standalone)
A. Current Assets
1. Inventory
—  Finished Goods/ Stock in Trade 971.47 790.78 297.46
—  Work in Progress 680.31 403.23 35.26
—  Raw Materials 6,788.74 4314.42 1798.13
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s. No. Particulars March 31, 2024 |March 31, 2023 | March 31, 2022
(Consolidated) (Standalone) (Standalone)
—  Good in Transit - - -
2. Trade Receivables 5,244.41 3865.83 2979.02
3. Other Financial and Current Assets 3,387.32 2,203.17 1987.80
Total Current Assets 17,072.25 11,577.43 7,097.67
B. Current Liabilities
1. Trade payables 3,660.40 4940.95 4019.88
2. Advance from Customers 15.48 81.34 259.54
3. Other Financial and Current Liabilities 220.29 168.13 173.17
Total Current Liabilities 3,896.17 5190.42 4452.59
C. Working Capital Gap 13,176.08 6387.01 2645.08

Our business requires a substantial amount of working capital, primarily to finance our inventory,
including the purchase of raw materials. Moreover, we may need substantial working capital for
the expansion of our business. Most of the working capital is funded as secured borrowings by
bank loans. Such financing could cause our debt-to-equity ratio to increase. The Debt-to-Equity
Ratio of our Company is 0.45, 0.62 and 0.87 for the Financial Year ended on March 31, 2024, March
31, 2023 and March 31, 2022.

Our inability to obtain and/or maintain sufficient cash flow, credit facilities and other sources of
funding, in a timely manner, or at all, to meet our working capital requirements or to pay our debts,
could adversely affect our financial condition and results of operations.

For further information regarding the working capital facilities currently availed of by us, see
“Financial Indebtedness” on page 340.

Our business is dependent on our manufacturing Units, and we are subject to certain risks in our
manufacturing process. Any slowdown or shutdown in our manufacturing operations could have
an adverse effect on our business, financial condition and results of operations.

Our manufacturing units are situated at Plot No. 46, 47, 48 and 49, EPIP, RIICO Industrial Area,
Neemrana, Alwar, Rajasthan-301705 and are subject to certain operating risks, such as the
breakdown or failure of equipment, power supply or processes, performance below expected
levels of efficiency, obsolescence of equipment or machinery, labour disputes, natural disasters,
industrial accidents, and the need to comply with the directives of relevant government and
regulatory authorities.

Our business is dependent upon our ability to manage our manufacturing units and run them at
certain utilization levels, which are subject to various operating risks, including those beyond our
control, such as the breakdown and failure of equipment, industrial accidents, labour disputes or
shortage of labour, severe weather conditions and natural disasters. While there have been no
such instances in the past, any significant malfunction or breakdown of our machinery, our
equipment, our automation systems, our IT systems or any other part of our systems associated
with manufacturing activities (together, our “Manufacturing Assets”) may entail significant repair
and maintenance costs and cause delays in our operations. If we are unable to repair
Manufacturing Assets in a timely manner or at all, our operations may need to be suspended until
we procure the appropriate Manufacturing Assets to replace the same and we cannot assure you
that the new Manufacturing Assets will be procured and/or integrated in a timely manner. In
addition, we may be required to carry out planned shutdowns of our facilities for maintenance,
statutory inspections, testing and equipment upgrades.

As our customers rely significantly on the timely delivery of our products, uninterrupted power
supply, supply of trained and skilled manpower, availability of raw materials and our ability to carry
on interruption-free production of our products is critical to our business. Further, our electricity
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requirements for our manufacturing units are directly sourced from local utilities. While we
maintain power backup in the form of diesel 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.

Further, we may be subject to manufacturing disruptions due to contraventions by us of any of the
conditions of our regulatory approvals, which may require our manufacturing facilities to cease, or
limit, production until the disputes concerning such approvals are resolved. While we have not
experienced such instances, in the event such instances occur in the future, it may have an adverse
effect on our business, financial condition and results of operations.

Our cost of production is exposed to fluctuations in the prices of raw material particularly
Aluminium Foil, Copper Foils, Galvanize Sheet, Copper Tubes and Copper and Aluminum Sheet
and Stainless Steel. We do not take any hedging instruments to cover the price fluctuations
instead we pass on the price fluctuations on our customers on quarterly basis by revision in our
selling prices. In case we are unable to pass on upward fluctuations in the prices of raw material
to our customers, our margins will be affected and will have material adverse effect on our
business, financial condition, and results of operations.

The major raw material used are aluminum foils, copper foils, galvanize sheet, copper tube, copper
and aluminium sheets and stainless sheet and these raw materials contributes to 73.96%, 74.22%
and 83.13% of revenue from operations as per Restated Consolidated Financial Information for the
Financial Year ended on March 31, 2024, and as per Restated Standalone Financial Information for
the Financial Year ended March 31, 2023 and 2022. The details of our cost of goods sold for the
Financial Years 2024, 2023 and 2022 are set out below:

(X in Lakhs)
For the Financial Year ended on March 31,
Particulars 2024 2023 2022
(Consolidated) | (Standalone) | (Standalone)
Cost of goods sold 22,801.40 18,368.24 12,978.21
Revenue from operations 30,828.31 24,748.08 15,611.46
?;:)st of goods sold as a percentage of our revenue from operations 73.96% 78.22% 83.13%

Note: Cost of goods sold comprises costs of material consumed, change in inventories, manufacturing & service cost.

Factors affecting the price of copper and aluminium are beyond our control. We procure our raw
material either from imports or through the spot market and have not entered into any long-term
supply agreements with our suppliers. We may have to face the risks associated with compensating
for or passing on such increase in our cost of raw material consumed on account of such
fluctuations in prices to our customers. If we pass on the increase in the cost of raw material
consumed to our customers through a corresponding increase in the price of our products to
maintain our historical margins, we may face the risk of our products becoming unaffordable for a
particular segment of demography. Upward fluctuations in the prices of raw material may thereby,
affect our margins directly or indirectly and have a direct bearing on our profitability, resulting in
a material adverse effect on our business, financial condition, and results of operations.

Any surplus holding of highly volatile and price sensitive raw materials such as copper tubes,
copper rods and aluminium foil on account of inaccurate forecasting of customer orders and
failure to manage raw material inventory could adversely affect our business, results of
operations and financial condition.

Our business depends on our estimate of the orders from customers. We follow Business to
Business model where we produce goods according to our customers varied requirements,
therefore, we keep inventory of our principle raw materials such as copper tubes, copper rods and
aluminium foils which are very price sensitive at elevated levels and finish goods at minimum level
so that we can produce products as per our customer requirements. The raw materials used in our
products are majorly imported and have average lead time of 30 days to 45 days for delivery in our
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manufacturing unit. Our raw material holding period is 89 days, 60 days and 32 days for the
Financial Year 2024, 2023 and 2022.

In case, we underestimate demand or have inadequate capacity due to which we are unable to
meet the demand for our products, we may manufacture fewer quantities of products than
required, which could result in the loss of business. Due to the length of time necessary to produce
commercial quantities of our products, we make production decisions well in advance of sales. An
inaccurate forecast of demand for any product can result in the unavailability/ surplus of our
products. While we forecast the demand and price for our products and accordingly, plan our
production volumes, any error in our forecast could result in a reduction in our profit margins and
surplus stock, and such surplus stock may not be sold in a timely manner, or at all. If we
overestimate demand, we may incur costs to build capacity or purchased more raw materials and
manufacture more products than required. Our inability to accurately forecast demand for our
products and manage our inventory may have an adverse effect on our business, results of
operations and financial condition.

Further, we make significant decisions, including determining the levels of business that we will
seek and accept, production schedules, personnel requirements and other resource requirements,
based on our estimates of customer orders for our products. Changes in demand for our products
and solutions could make i