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Innovative supercondmonlng solutions

DIFFUSION ENGINEERS LIMITED

sod by Registar of Companies, Meharastira. Furfer, pursuant 1o vxu‘o passed by owr Board of Direciors at & meeting heid on Mary 06,
d o bosh Certifcato of Incorporation dated July omparics, Kamaka at Bangakors. For detals

Ing Prospectias’
a\c oy Secrviary and Comphance Officer. E-mail: csfdMuscnergnoers.com: Websie:

PROMOTERS OF THE COMPANY: PRASHANT GARG, DR. NITIN GARG AND CHITRA GARG

INITIAL PUBLIC OFFER OF UP T0 9,405,000 EQUITY SHARES OF FACE VALUE OF Z 10 EACH (“EQUITY SHARES") OF DIFFUSION ENGINEERS LIM ITED (“COMPANY OR “ISSUER") FOR CASH AT APRICE OF Z [] PER EQUITY
SHARE (INCLUDING ASHARE PREMIUM OF ¥ [¢] PER EQUITY SHARE) (“I SSUE PRICE") AGGREGATING UP TO Z [#] MILLION (“ISSUE").

THIS ISSUE INCLUDES A RESERVATION OF UP TO 50,000 EQUITY SHARES (CONSTITUTING UP TO [e]% OF THE POST-ISSUE PAID-UP EQUITY SHARE CAPITAL) FOR PURCHASE BY ELIGIBLE EMPLOYEES (THE
“EMPLOYEE RESERVATION PORTION"). THE ISSUE LESS THE EMPLOYEE RESERVATION PORTION IS HEREINAFTER REFERRED TO AS THE “NET ISSUE". THE ISSUE AND THE NET ISSUE WOULD CONSTITUTE
[#]% AND []%, RESPECTIVELY, OF OUR POST-ISSUE PAID-UP EQUITY SHARE CAPITAL. OUR COMPANY, IN CONSULTATION WITH THE BRLM, MAY OFFER A DISCOUNT OF UP TO 5% TO THE ISSUE PRICE TO
ELIGIBLE EMPLOYEES BIDDING IN THE EMPLOYEE RESERVATION PORTION (“EMPLOYEE DISCOUNT"). THE ISSUE AND THE NET ISSUE CONSTITUTED []% AND [e]%, RESPECTIVELY OF THE POST-ISSUE
PAID-UP EQUITY SHARE CAPITAL OF OUR COMPANY.,

We are engaged in the business of manufacturing welding consumables, wear plates, wear parts and heavy engineering equipments.
The Issue is being made through the Book Building Process in accordance with Regulation 6(1) of the SEBI ICDR Regulations.
QIB Portion: Not more than 50% of the Net Issue | Non-Institutional Portion: Not less than 15% of the Net Issue | Retail Portion: Not less than 35% of the Net Issue
Employee Reservation Portion: Up to 50,000 Equity Shares of face value of 210 each aggregating up to ¥[e] million
PRICE BAND: ¥159 TO Z168 PER EQUITY SHARE OF FACE VALUE OF 310 EACH
THE FLOOR PRICE IS 15.9 TIMES THE FACE VALUE OF THE EQUITY SHARES AND THE CAP PRICE IS 16.8 TIMES THE FACE VALUE OF THE EQUITY SHARES
THE PRICE/EARNINGS RATIO BASED ON DILUTED EPS FOR FY 2024 FOR THE COMPANY AT THE UPPER END OF THE PRICE BAND IS AS HIGH AS 15.35 TIMES
AND AT THE LOWER END OF THE PRICE BAND IS 14.53 TIMES AS COMPARED TO THE AVERAGE INDUSTRY PEER GROUP P/E RATIO OF 32.45 TIMES.
BIDS CAN BE MADE FOR A MINIMUM OF 88 EQUITY SHARES OF FACE VALUE OF 10 EACH
AND IN MULTIPLES OF 88 EQUITY SHARES OF FACE VALUE OF 310 EACH THEREAFTER
A DISCOUNT OF %8.00 PER EQUITY SHARES IS BEING OFFERED TO ELIGIBLE EMPLOYEES BIDDING IN THE EMPLOYEE RESERVATION PORTION
In accordance with the recommendation of Independent Directors of our Company pursuant to their resolution dated September 20, 2024, the above pmwded price band is
Justified based on quantitative factors/ KPIs disclosed in the “Basis for Issue Price” section on page 181 of the RHP vis-a-vis the weighted average cost of acquisition (“WACA”)
of primary and secondary transaction(s), as applicable, disclosed in the “Basis for Issue Price” section on page 181 of the RHP and provided below in the advertisement.
IN MAKING AN INVESTMENT DECISION AND PURCHASE IN THE ISSUE, POTENTIAL INVESTORS MUST ONLY RELY ON THE INFORMATION INCLUDED IN THE RHP
AND THE TERMS OF THE ISSUE, INCLUDING THE RISKS AND MERITS INVOLVED AND NOT RELY ON ANY OTHER EXTERNAL SOURCES OF INFORMATION ABOUT
THEISSUE AVAILABLE INANY MANNER.
In relation to the price band, potential investors should refer to this price band advertisement for the Issue and should not rely on any media articles / reports in relation
to the valuation of the Company as these are not endorsed, published or confirmed either by the Company or by the BRLM.

RISK TO INVESTORS
(For details refer to section titled “Risk Factors” on page 38 of the RHP)
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1. Dependence on domestic market for sales: Our Company is highly dependent
on domestic market for its sales and any downturn in it could dent our business

operations. For the Fiscals 2024, 2023 and 2022, our revenue from domestic
sales were ¥ 2,307.76 million, ¥ 2,146.40 million, and ¥ 1,795.84 million,
respectively, representing 89.75%, 87.94% and 91.74%, respectively of our
revenue from operations as per restated standalone financials.

2. Risk in relation to Objects of the Issue: Our Company proposes to utilise ¥713.80
million for the Proposed Expansion and ¥303.85 million for the Proposed Facility
to fund capital expenditure requirements which are subject to the risks of
unexpected delays including in relation to receipt of approvals and
implementation. If there are delays in setting up the Proposed Facility or
Proposed Expansion or if the costs of setting up and the possible time or cost
overruns related to them or the purchase of plant and machinery for the
aforesaid Objects are higher than expected, it could have a material adverse
effect on our financial condition business operations.

3. Risk related to sourcing of raw materials: Our business and profitability is
substantially dependent on the availability and cost of our raw materials and any
disruption to the timely and adequate supply or volatility in the prices of raw
materials may adversely impact our business operations. For the Fiscals 2024,
2023 and 2022, our total cost of raw materials were ¥ 1,502.92 million, ¥ 1,582.79
and ¥ 1,302.04 million, respectively, representing 58.45%, 64.85% and 66.51%,
respectively of our standalone revenue from operation.

4, Risk relating to insufficient cash flows: Our business is working capital
intensive. Insufficient cash flows from our operations or inability to borrow to
meet our working capital requirements may materially and adversely affect our
business operations. As on July 31, 2024, our aggregated sanctioned working
capital facilities was 700.00 million. We intend to utilize ¥220.00 million (as part
of the Net Proceeds) towards funding our incremental working capital
requirements in Fiscal 2025. For the Fiscals 2024, 2023 and 2022, our net
working capital requirements stood at ¥927.85 million, ¥980.92 million and
3 603.86 million, respectively.

5. Risk related to absence of long-term arrangements with suppliers: We do not
have long-term agreements with our suppliers for raw materials and an inability
to procure the desired quality, quantity of our raw materials in a timely manner
and at reasonable costs, or at all, may have a negative impact on our business
operations. Purchases of raw materials are concentrated from a few suppliers
with our top 10 suppliers contributing of our revenue from operations on
restated standalone financial statement for Fiscals 2024, 2023 and 2022
amounted to X 869.11 million, X 719.94 million and X 603.03 million, respectively,

representing 31.25%, 29.50% and 30.80%, respectively our revenue from
operations as per restated standalone financials.

6. Risk related to leasehold property: Our Units |, Il and Il admeasuring in
aggregate approx. 16,038 sq. mtrs. from where we operate have been givento us
on long term lease by MIDC. In the event we lose or are unable to renew such
leasehold rights or we are unable to adhere to or comply with the conditions of
such lease, our business operations may be adversely affected.

7. Risk related to approvals: We are required to obtain several approvals, licenses,
registrations and permits and comply with certain rules, regulations and
conditions to operate our business, and failure to obtain, retain or renew such
approvals and licenses in a timely manner or to comply with the requisite rules,
regulations and conditions may adversely affect our business operations.

8. Negative cash flows from operating activities: We have incurred negative cash
flows from operating activities of ¥ (47.37) million in the Fiscal 2023 as per
restated consolidated financials. Any negative cash flows in the future would
adversely affect our business operations.

9. Concentration on manufacturing facilities: Our business is dependent on four
Manufacturing Facilities all of which are located in Nagpur, Maharashtra and
therefore, any localized social unrest, natural disaster or breakdown of services
or any other natural disaster in and around, Nagpur, Maharashtra or any
disruption in production at, or shutdown of, all our manufacturing units could
have material adverse effect on our business operations.

10.Dependence on the performance of certain other industries: We are dependent
on the following five industries for deriving a major portion of our revenues. The
following table sets forth revenues generated from the sale of products on
restated standalone financial statement from other industries, for the periods
indicated:

End-use segment Fiscal 2024 Fiscal 2023 Fiscal 2022
®) (%) ®) (%) ®) (%)
Cement 942,59 | 36.66% | 747.09| 30.61% | 719.13| 36.74%
Engineering 357.93| 13.92% | 262.36| 10.75% | 145.50 7.43%
Power | 188.02| 7.31% | 325.82| 13.35% | 291.76 | 14.90%
Steel 33212 | 12.92% | 291.19| 11.93% | 213.35 10.90%
Sugar 114.97| 4.47% | 104.00| 4.26% 91.60| 4.68%
Total 1,935.62| 75.28% | 1,730.46 | 70.90% | 146134 74.65%

11.Conflict of Interest with our Group Companies and Subsidiaries: Conflict of
interest may arise as some of our Group Companies and Subsidiaries are
authorized to carry on similar line of business as our Company which may lead
to real or potential conflicts of interest for our Promoters or Directors.
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12. Risk of default in payment of receivables: Our inability to collect receivables
and default in payment from our customers could result in the reduction of our
profits and affect our business operations. For the Fiscals 2024, 2023 and 2022,
our bad debts written off were 29.56 million, 3.88 million and 21.39 million,
respectively, representing 0.34%, 0.15% and 0.06%, respectively of our revenue
from operations and further our disputed trade receivables for fiscals 2024,
2023 and 2022, were ¥7.02 million, ¥6.48 million and ¥5.55 million, respectively,
representing 0.25%, 0.25% and 0.26%, respectively of our revenue from
operations.

13. The Price to Earnings ratio at the Floor Price is 14.53 times and the Cap Price is
15.35 times based on diluted EPS as per Restated Consolidated Financial
Statements for the fiscal 2024,

14. The BRLM associated with the Issue has handled 8 Main board public issues
and 8 SME public issues in the past three years, out of which No issue has
closed below the issue price on listing date.

15. Average cost of acquisition of our Promoters as on the date of RHP:

Name of Promoters No. of Equity Average cost of
Shares held acquisition (in )

Prashant Garg 10,379,551 10.11

Chitra Garg 6,130,971 6.55

Dr. Nitin Garg 6,876,254 3.31

Prashant Garg jointly with

Neelu Garg 65,548 18.48

Dr. Nitin Garg jointly with

Dr. Renuka Garg 526,967 6.07

16. Weighted Average Return on Net Worth of our Company for Fiscals 2024, 2023
and 2022is17.40%.

17. The weighted average cost of acquisition of all Equity Shares acquired in last
three years, 18 months and one year preceding the date of the RHP by are as
follows:

Period Weighted Upper end of the Range of
Average Price band (X 168) | acquisition price:
Cost of is ‘x’ times the Lowest Price -
Acquisition Weighted Average Highest Price
(in3)* Cost of Acquisition (in%)
Last 1 year 12.68 13.25 0-762
Last 18 months 12.68 13.25 0-762
Last 3 years 12.68 13.25 0-762

* As certified by M/s. PGS & Associates, Chartered Accountants, our Statutory Auditors, by way
of their certificate dated September 16, 2024.

18. Weighted average cost of acquisition, floor price and cap price:

Type of transactions Weighted Average |  Floor Cap

Cost of Acquisition| Price Price
(in3)* (i.e T 159/-) (i.e T 168/-)

Weighted average cost of 108.86 1.46 1.54

acquisition (WACA) of Primary

issuances 18 month prior to RHP

Weighted average cost of Nil NA NA

acquisition (WACA) of secondary

transactions 18 month prior to RHP

* As certified by M/s. PGS & Associates, Chartered Accountants, our Statutory Auditors, by way
of their certificate dated September 16, 2024,

* As certified by M/s. PGS & Associates and Co., Chartered Accountants, by way of their

certificate dated September 16, 2024.
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s BID/ ISSUE OPENS ON THURSDAY, SEPTEMBER 26, 2024
BID/ ISSUE CLOSES ON MONDAY, SEPTEMBER 30, 2024*
" Our C h the Book Running L with (he SEB! ICOR Re TheAnchor investor Bidlssue fothe BicIssve O;
U1 Mantato o time anc ite shatl ba 5 00p.1m on the BitTsson Closing Date
I BASIS FOR ISSUE PRICE |
T y our Company wih SEB(CO Equty || KPY Explanations
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-evsmmwlmvmwmc»w»»1ssmn'»eme Invesoes shoud et o “Risk Factors”, “Our Business”, of the Offer Docament”, | (1 edion) fnancil performance of cur Carmpany and tizo of ow businees.
w Oper %60 poges 38,232, 30, 25 and I o || oua Rvence Tota! Rurvwou s Used 10 tack the Yotal revenus enerated by the business including other income.
RHP, rospoctvely view % ERITOA [ milion) EBITDA provides imMormason fegansing the operatonsl effcency o the businoss
Qualttative Factors ) EBTOA Marpin (%) EBITDA Margn &5 an Indniar of #e oportonal proféatilty and nancial performance of 0ur Susiness
" kd Restatod proft for the year | Rlestated profit for P yoar provides information roganding Pe overall proftabily of the business.
Our Company has manfictured 602 26 MT, 532.65 MT and 638,18 MT of special purpose slectodes or e || (@ miton)

Fincals 2024, 2023 and 2022, respectively. Out of which wn harv captive consumption of 20.25%, 37.25% and 31.27% for he Fiscals 2004, 2020 and 2022. respeciively Our
Compeny has merulacired 161370 MT, 1508.13 MT and 1324 37 MT of fux cored wire for the Fiacals 2024, 2029 and 2022. respectively. Out of which we have capive
consumption ol 17.01%, 82 43% and 70 42% for e Fiscals 2004, 2023 409 2022, respeciively
. y s0rves 472, 473 ard 423, Groct
consthutes 72.25% 70 68% 870 66 BO% CoMTouton n our tand 0N revenas from operasces
+ Consistent financial performance: Out fovere kor operiions has grown fom T870.37 millon in Fiscal 2013 fo ¥ 2.571.28 millicn i Fiscal 2024, egisoring & CAGR of
10.26% I last 11 years.
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Fisesl 223 79 791 2
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For mane datads ol 1o page 181 of the RHP,
2 15810¢ 168 par
Particulars PIE ot the lower end of the price band PIE at the higher end of the price band
(00, of times) * (00, of times) *
#) PIE tato based on Basic EPS a3 at March 31, 2024 453 1535
B) PIE rato basad on Diuted EPS as at March 34, 2024 w3 1536

Indusitry Price { Eaming (P/E) Ratio
Basad on e pear company Infrmiion (sxciusing our Company) given bakow in s secton
Pacticulars PIE ratio
Industry
Highest
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Average Q4
Notes: PIE oo y
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3. Retuen on Net Worth (RONW):
Year ended
Fiscal 2024
Fiscal 2023

5.8

NSE 3 0n Sephember 12, 2024, 3vidod by tho dikutod EPS for #he yoor onded Morch 31,

RONW (%) Woight
nw 3
108 2

Fiscal 2022 1510 1
Weighted Average 174
Formon detads refer o page 182 e RHP
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AL Cap Price
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5. Comparison with kated industry peer.

Folowng s 1% COmQArson wih Our peer Companes istad in lndia

Name of the Company

Nat Asset Valoe per equity shares
806

@001

an
le]

For the year snded March 31, 2024

Facevalue (t)  Revenue from Basic £PS Diluted EPS PIE (based Retumcanet  NAV per Equity
operations @ m on Diksied EPS)  worth (%) Shars ()
{2 i Mn)™
Dfluson Engireers Limited 10 276144 10 105 [e] 8.52% 6806
Peer Group
Ador Welding Limded 10 283850 845 “wa 20 1043% 26549
AIA Engnesnng Limited 2 45361 1204 1204 3588 8at% 10586
Source: ummw.wwwmd&m,mm«mmu isen basis a2 o Reports of the poer

company 3,

For morn detai refor o puge 183ofthe RHP
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Avoragn Capeal Ex ) 5. Koy financial metsic used 1 355255 how effretly a company sizes & Kvested capial, srovidng
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ReE (%) Rok peovids how eficently our Comparny generatis profits from shaveholders’ funds.
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Revornuo per stles person | This matric calcuAalis P average reveru goneniied by each Salesporson, povising RGghis inth indvid.al sales porfornmance and
overat sains leam effcency
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Plates and Job Work the productiservice segment’s coniribuion o overnl revenue.

Tevene pee order of Heavy | This matrc average revenue e for et Heavy 7 Division, heiping evakuite the divisors

Enginearieg Diviskcn francial perance and Contrbuton to e company's overal mvense

The KPis desckosdd bakow have botn acproved by & resckiton of our Audt Comminse dated July 31, 2024 and the mambers of the Aust Commiios have veriSed e duta of al

| KPis partaining 1o e Comgany. Further, e mambers of e Audt Commitiae Rave confrmad St thare am no KPS paiaining 10 00 Comparny Mt have bese disciossd 1o any

f Rling o ] Further, B KPis haroin have boon contfed by Mis. PGS &

¥ o during the Brse francily 9
Assocalen, by 16,20,
Financial KPf of car Compaery
(R i Mion, axcspt percentages)
Particulars Fiacal
2024 L w0

Financial KPis
Revenue from operations 278144 25487 204580
Other Income a7 nH 418
EBITDA 47388 ursr msn
ESITDA margin 1% 165N 1345%
Restatnd proft for the year 0804 204 17048
Restatnd proft kor the year &8 % of Totl Revenus [PAT margn) 0.79% 856% 81T%
Aversge Capits empioyed 20764 167666 135028
ROCE (') 2083% 1846% 17.30%
ROE (%) 18.52% 16.86% 15.90%
Debto-Equiy rato 0.18 [E7] 020
Intirest Coverage Rato %59 15.18 1950
Curent Ratio 15 170 169
Net Capital Tumoves Rate 450 s18 49

Notes

oy M3 PGS S A sant 10 Mheir doted Septemder 16, 2024 The Mty 31, 2004
A confrmed ffat the Company fhas nol dicioned any KPTy 40 sy ivesfors af sny theve thiy Red Homing Prospectss other

than a5 iscosed 1 s 58cH0
Formere detads rfero page 187 ofthe AP
| Furthar, set forth below are some of cur hay operational perfrmance indicalors 83 of and for he periods indcated which have bosn appeoved our Audit Commities purseant o fts
| resokution dated Juty 31,204

| Oparational KPis for the Company (Rs. in Mifions)
Fiscal
ScNo.  Metde 2 22 222
1 Rmvonue por ks porson e 1710 8
2 Ruvune per order of Wesr Pates and Job Work () 0% [
3 Revenye per order of Heavy Engneeng Division 180 2% w

| Notee

a) Rovene per Ssies poraon okl reverue fom operation for e fiscals 2024, 2023 30 2072 s T2.781.44 mifon. €2.568 76 mifon and T2,045.89 miion (on consaicated
fortha fiacals 2024, 2023 and 2022 18 157 smployees. 143 ampoyees and

148employoes fospectvely, ,.' y a0 Inghvidusl

b) Ravene per order of Weer Plstos arxd Job Work i tol rveew from operation of Fabrication and Job Work o the fscals 2024, 2023 and 2022 ks 3 469,11 mikon, 2467.00
i s ® 333.50 milion respectively of Ul divided by Kot arders executed for the facals 2024, 2023 and 2022 is 790 prejects, 704 prapects and 760 projects, nispectvely
This shows the avorage sizn per oot

) hmvu;-ruwummtapv-nvtmmuuumwumwmn)r»;mngnmmmur-m:rm 2023 vt 2022 15X 722 73 miion,
5313 550,11 miion, 2024, 2023 and 2022 8 401 peojocts, 178 propects and 163 prejects. rspectively
Thez shows the avarngs 3i2e pev ordler

For fuar informatien i relaticn 10 Nskorcal woe of such KPS by our Comaany 1o monir 2 operational andior Snancial peromance of our Company, “Our Business - Koy

Pacformance Indcators”on poges 232 the RHP.
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(Re.in Mitions)
umw-num Ador Welding Limited WA Engineering Limited
Metric Asofand Asofand  Ascfand | Asofand Asofand Asofand Ascfand Asofesd  Asofand
for the. for the for the for the for the for the for e for the for the
Fiseal 2024 Fiscal 2023 | Fiscal 2022 Fiscal 2024 Fiscal 2023 | Fiscal 2022 | Fiscal 2024 Fiscal 2023 Fiscal 2022
Financial KPPs
Revenus From operations 278144 254870 2589 8838.% 776780 661480 4850761 4008789 3566547
EBITDA 47388 wia 7sn 820 871210 58370 1335268 124064t 720945
EBITOA Marg: (%) 1704% 1365% 1345% 1017% nas 882% 5% 52 20%
Restated proft for the year 30804 2145 17048 631.00 0050 36040 1136982 1056500 6.106.18
Restated prost for the year as % of Y B.50% 01% 7.05% 16T 540% 2.54% 20.54% 1664%
Total Revenus (PAT sargn)
Average Copital employed 20784 187868 135028 3721.% 310885 274045 8849831 | 5472583 455234
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