eeeeeeeeeeeeeeeeeeeeeee

GEPL |
CAPITAL

IPO Note

AWIEFS SPACE SOLUTION
LTD

May 22, 2024



https://bit.ly/3WRYSm1

May 22, 2024

Details of the Issue

Price Band

Issue Size
Face Value
Bid Lot

Listing on
Post Issue Mcap

Investment Range

Important Indicative Dates (2024)

Opening
Closing

Basis of Allotment
Refund Initiation
Credit to Demat

Listing Date

Lead Manager

ICICI Securities Limited
Axis Capital Limited

IIFL Securities Limited

AWFIS Space Solution Limited

One Stop Investment Avenue

AP i

2367 - 383

%598.93 Cr
210
39

BSE, NSE
% 2,658.70 Cr
% 14,313 - 14,937

22 - May
27 - May
28 - May
29 - May
29 - May
30 - May

Emkay Global Financial Services Limited

Offer Details

Offer Size
Fresh Issue
OFS

re Incss
QB 449
NIB 90
Retail 60
Em-
ploy.
Total 598.93

2598.93 Cr
2128 Cr

470.93 Cr

No of Shares (Mn)

Upper

11.72
2.34

1.56

16.45

% of

Issue
Lower

12.34 75
2.46 15

1.64 10

14.82 100

Invest Now ]

Company Profile

Established in December 2014, Awfis Space Solutions Limited is a leading workspace
provider in India. Specializing in flexible workspace solutions, Awfis caters to individu-
als, startups, SMEs, and large corporations. Their primary offering is co-working spaces,
including customizable offices and mobility solutions, complemented by ancillary ser-
vices like F&B, IT support, infrastructure, and event hosting. As of December 31, 2023,
Awfis operates 169 centers across 16 Indian cities, boasting a total of 105,258 seats and
5.33 million sq. ft. of chargeable area. Additionally, they have 31 centers under fit-out,
with 25,312 seats and 1.23 million sq. ft. chargeable area.

Expanding their portfolio, Awfis now provides in-house fit-out and facility management
services at their centers. Their workforce comprises over 100 hospitality-trained em-
ployees, while a dedicated team of 63 designers and project managers ensures top-
notch service delivery and client satisfaction. As of December 31, 2023, commercial
assets account for 81.66% of Awfis centers, with alternate assets making up the remain-
ing 18.34%.

Business Highlights & Services

Company offer a wide spectrum of flexible workspace solutions ranging from individual
flexible desk needs to customized office spaces for start-ups, small and medium enter-
prises (SMEs) as well as for large corporates and multi-national corporations. The flexi-
ble workspace solutions cater to varied seat cohorts ranging from a single seat to multi-
ple seats, which can be contracted by the clients for a period ranging from one hour to
several years. Over time, they have evolved from a co-working space to an integrated
workspace solutions platform. While their core solution is co-working solutions which
includes flex workspaces, customized office spaces and mobility solutions, they have
built capabilities to design, build, maintain and manage a wide range of flexible work-
space requirements such as Awfis Transform (their construction and fit-out services
business segment) and Awfis Care (their facility management services business seg-
ment). It also provide allied services ranging from food and beverages, information
technology support services and infrastructure services such as storage and customiza-
tion to event hosting and meeting arrangements.

Prior to the widespread adoption of flexible workspaces, SMEs and mid-size corporates
were operating out of offices with inadequate infrastructure and amenities, and there
was a need for offices with better infrastructure and amenities at an affordable rate
with flexible tenure and security deposit. (Source: CBRE Report) As a result, it originally
launched Awfis in Fiscal 2015 as a co-working space provider, when it identified an op-
portunity in India to cater to companies that were seeking value offerings with high
quality infrastructure in key micro markets and central business districts (“CBD”). Their
clients had the ability to book flexible coworking spaces across a network of their prop-
erties.

It adopted two differentiated models for sourcing and procuring workspaces, namely
the straight lease (“SL”) model and the managed aggregation (MA) model. One of their
key strategies for space procurement over time was to transition to an asset-light, low
risk MA model from a SL model. Under the SL model, developers or space owners lease
space to flexible workspace operators on traditional leases wherein typical market
terms and conditions are applicable, including a fixed monthly rental, common area
maintenance charges, security deposit, minimum lockin period, lease tenure and esca-
lations. (Source: CBRE Report) The capital expenditure for fitting out the property is
entirely borne by the company.
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Company’s business model, based on Management Agreements (MAs), involves shared capital expenditure with space owners, focusing on
profit-sharing and providing minimum guarantees. As of December 2023, their minimum guarantees averaged 45.88% of micro-market
rental. It prioritize mid-size centers (average size 32,979 sq. ft.) for operational efficiency and community engagement. Their demand-
based build approach involves initial construction of base amenities, with further build-out based on client arrangements. Expanding be-
yond Tier 1 cities, it have centers in seven Tier 2 cities, aligning with projected growth in flexible workspaces in these areas. This strate-
gic move positions us to seize opportunities in Tier 2 cities' burgeoning commercial real estate markets.

Post-COVID-19, corporates and MNCs value flexible tenures and cost optimization, driving India's rapid growth in flexible workspaces. The
demand surged across all seat cohorts, with CAGR reaching up to 57%. To cater to this trend, it introduced 'Awfis Gold’, a premium offer-

ing targeting large enterprises, providing top-tier spaces in Grade A buildings. This strategic shift aligns with the evolving needs of their
clientele in the dynamic post-pandemic landscape.

Segmental Revenue Breakup

Segment Information
. . . Nine months ended
Fiscal 2021 Fiscal 2022 Fiscal 2023 December 31, 2023
(% of (% of (% of (% of
Particulars revenue revenue revenue revenie
. from . from . from . from
mri{?{i?n ) confract m(?.!;i?n ) contract mgi‘i?n ) contract mfﬂ?l‘::n ) contract
with with with with
customer cusiomer cusiomer customer
s) 3) 5) s)
Co-working 1.619.84 90.82% 1,963 .38 T76.38% 4,188.49 76.81% 4,511.10 13.17%
Space on rent
and allied
SETVICES
Construction 114.86 6.44% 487.30 18.96% 1.050.18 19.26% 1.472.04 23.80%
and fit-out
projects
Others 4890 2 74% 119.77 4 66% 21415 303% 18095 2.04%
Revenue from 1.783.60 | 100.00% 257045 | 100.00% 5452.82 | 100.00% 6,164.00 100%
contract  with
customers
SPLIT OF CENTERS & SEATS UNDER MA & SL MODEL
105,258
68,203
- 46,152
30,253 | MA
M| SL

Mar'21 Mar’'22

Dec’23

CENTRES 29 29 39 45 53 66 62 107

Mar'21, 22 and 23 data is for operational centers/seats
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As of FY 2023, AWISF is present in all Tier 1 cities and seven Tier 2 cities, covering 16 cities and 52 micro markets in India.

OUR NETWORK
® DELHI Operational | Under fit-out| Total Signed Total
MUMBAI » 2385 saus c(:)m” o o _
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“cees ® GURGAON = w1 @ Wonec)
169 e St 9 Centers Centers 138 31 169 13 182
Total Centers A Ares(insf) [EELITY 1.23n 53Mn | 0.55Mn 5.8Mn
BANGALORE # 4 NOIDA Seats 79,946 25,312 105258 | 10,859 116,117
52 PUNE . ® KOLKATA
Micro Markets Cev . 9ET Seats
» HYDERABAD
CHENNAI
3357 Sews » CHANDIGARH
16 AHMEDABAD * 307 Seats
e o7 ® BHUBANESHWAR * Total centers include cperational and under fit-out centers
JAIPUR » & Centers * Signed LOI centers pertains to centers where LOI has been
1 Cantes Seats signed
23 Seats * Centers and seats against each city is for total cente; d
NAGPUR ’ ?GJD?RE :esm,':;\ich induda:!or:er:;;nzlavlid ::nder ﬁ(c—oul R
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KOCHI » ® Yier 1 Cities
3 Cantnie - @ Tier 2 Civies

Market Opportunity

The Indian office market is expected to grow at a CAGR of 6.3% from 2023 to 2026. (Source: CBRE Report) According to the CBRE Report,
India's commercial Tier 1 office stock stands at 832 million sq. ft. as of December 31, 2023. In addition, the unorganized commercial
office stock across Tier 1 cities can be estimated to be approximately 600 - 730* million sq. ft. (depending on the average work desk area
occupied per person) as of December 31, 2023. (Source: CBRE Report) ‘Grade B stock’ 1 accounted for approximately 15% of the orga-
nized commercial office stock in India as on December 31, 2023. (Source: CBRE Report) Further, approximately 74% of the total commer-
cial organized stock in India is non-institutionally owned stock as on December 31, 2023. (Source: CBRE Report) strategic decision to
source space for the centers from the entire spectrum of the commercial real estate market ranging from organized to unorganized, insti-
tutional to non- institutional and across various grades and classes of properties, grants the access to a large pool of properties and flexi-
bility of center sizes for building the centers. For further details in relation to the organized and unorganized stock, As of December 31,
2023, 51.48% of the operational centers have been sourced from non-developer space owners such as high net worth individuals (“HNIs”),

family offices and funds.

1.200 - India - Total Office Stock (Pre 2003 - 2026 E)
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Companies Competitive Strength

Leadership in a large and growing marketplace.

Innovating in the flexible workspace industry with the adoption of the MA model.
Diverse space sourcing and demand strategies.

Growth through an integrated platform approach.

Delivering strong financial and operating metrics.

Experienced and diverse senior management team.

Key Strategies Implemented by Company

Continue to build an industry leading capital efficient model.
Expand in new and existing markets.
Enhance the product and service offerings.

Improving operational efficiency.

Particular (INR in Cr) 9MFY24 FY23 FY22 FY21
Equity Share Capital 19.15 30.13 30.13 30.13
Net Worth 247.19| 169.36 94.72| 150.72
Revenue 616.5| 545.28| 257.05| 178.36
Growth% 112% 44%

EBITDA 178.21| 155.09 67.97 53.56
EBITDAMY% 29% 28% 26% 30%
PAT -18.94| -46.63| -57.16| -42.64
PATmM% -3.1% -8.6%| -22.2%| -23.9%
Operational Seats 79,946 68,203 46,152 30
Total No.of Clinets 2,295 1,967 1,525 1,020

Valuations and Recommendation:

Based on annualized FY24 earnings to post-IPO paid-up equity capital of the company, The issue is priced at a P/B of 9.56x.
Thus the issue appears priced.

The company has faced net losses in FY2021, FY2022, FY2023, and the first nine months of FY2024, along with negative cash
flows in prior years. With 33.57% of seats under fixed lease rentals, reduced occupancy affects profitability. IT sector clients
make up 52.39% of occupancy; a slowdown in key sectors like IT can impact this due to client concentration. Short-term client
agreements (29.38% under 12 months) require ongoing new client acquisition to sustain occupancy and growth. The competi-
tive flexible workspace market in India adds pressure, with risks from space development and potential negative publicity from
legal issues involving group companies. The company borrowing has remain in increasing trend due to this company’s profit may
remain in loss on account of high finance cost. Hence, we recommend an "Avoid" rating for the issue.
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Disclaimer: This report has been prepared by GEPL Capital Private Limited ("GEPL Capital "). GEPL Capital is regulated by the Securities and Exchange Board of India. This report does not constitute a
prospectus, offering circular or offering memorandum and is not an offer or invitation to buy or sell any securities, nor shall part, or all, of this presentation form the basis of, or be relied on in connection with, any
contract or investment decision in relation to any securities. This report is for distribution only under such circumstances as may be permitted by applicable law. Nothing in this report constitutes a representation that
any investment strategy, recommendation or any other content contained herein is suitable or appropriate to a recipient’s individual circumstances or otherwise constitutes a personal recommendation. All invest-
ments involve risks and investors should exercise prudence in making their investment decisions. The report should not be regarded by the recipients as a substitute for the exercise of their own judgment. Any
opinions expressed in this report are subject to change without notice and may differ or be contrary to opinions expressed by other business areas or groups of GEPL Capital as a result of using different assumptions
and criteria. GEPL Capital is under no obligation to update or keep current the information contained herein. The securities described herein may not be eligible for sale in all jurisdictions or to certain categories of
investors. Options, derivative products and futures are not suitable for all investors, and trading in these instruments is considered risky. Past performance is not necessarily indicative of future results. Foreign curren-
cy rates of exchange may adversely affect the value, price or income of any security or related instrument mentioned in this report. Any prices stated in this report are for information purposes only and do not
represent valuations for individual securities or other instruments. There is no representation that any transaction can or could have been effected at those prices and any prices do not necessarily reflect GEPL Capi-
tal's internal books and records or theoretical model-based valuations and may be based on certain assumptions. Different assumptions, by GEPL Capital or any other stheirce may yield substantially different results.
GEPL Capital makes no representation or warranty, express or implied, as to, and does not accept any responsibility or liability with respect to, the fairness, accuracy, completeness or correctness of any information or
opinions contained herein. Further, GEPL Capital assumes no responsibility to publicly amend, modify or revise any forward-looking statements, on the basis of any subsequent development, information or events, or
otherwise. Neither GEPL Capital nor any of its affiliates, directors, employees or agents accepts any liability for any loss or damage arising out of the use of all or any part of this report. In no event shall GEPL capital
be liable for any direct, special indirect or consequential damages, or any other damages of any kind, including but not limited to loss of use, loss of profits, or loss of data, whether in an action in contract, tort
(including but not limited to negligence), or otherwise, arising out of or in any way connected with the use of this report or the materials contained in, or accessed through, this report. GEPL Capital and its affiliates
and/or their officers, directors and employees may have similar or an opposite position in any securities mentioned in this document (or in any related investment) and may from time to time add to or dispose of any
such securities (or investment). The disclosures contained in the reports produced by GEPL Capital shall be strictly governed by and construed in accordance with Indian law. GEPL Capital specifically prohibits the
redistribution of this material in whole or in part without the written permission of GEPL Capital and GEPL Capital accepts no liability whatsoever for the actions of third parties in this regard.
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