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PROSPECTUS

3,574,765 Subscription Rights to Purchase Shares of Series A Convertible Preferred Stock at $21.50 per Share
465,500 Shares of Series A Convertible Preferred Stock
1,675,800 Shares of Common Stock

Sevcon, Inc. is distributing, at no charge, to holders of our common stock transferable subscription rights to purchase
up to 465,500 shares of our Series A Convertible Preferred Stock, which we refer to as the Series A Preferred, at a
subscription price of $21.50 per share. The Series A Preferred carries a 4% cumulative annual dividend on the Stated
Value of $24.00 per share and will be convertible into shares of our common stock at an initial conversion price of
$8.00 per share, representing a conversion ratio of three shares of common stock for each share of Series A Preferred
held at the time of conversion, subject to adjustment.

You will receive one subscription right for each share of common stock owned at 5:00 p.m., Eastern Daylight Time,
on July 25, 2014, the record date for this rights offering. Each subscription right will entitle you to

purchase 0.13022 shares of our Series A Preferred at a subscription price of $21.50 per whole share, which we refer to
as the basic subscription right. If you fully exercise your basic subscription right and other stockholders do not fully
exercise their basic subscription rights, you may also exercise an over-subscription right to purchase, at the same
price, the additional shares of Series A Preferred that remain unsubscribed at the expiration of the rights offering,
subject to the availability and pro rata allocation of Series A Preferred among persons exercising this
over-subscription right. If all of the basic subscription rights were exercised, the total purchase price of the shares
offered in this rights offering would be approximately $10 million.

The subscription rights will expire if they are not exercised by 5:00 p.m., Eastern Daylight Time, on September 8§,
2014, the expiration date for this rights offering, unless we extend the rights offering period. We have the option to
extend the rights offering and the period for exercising your subscription rights for a period not to exceed 30 days,
although we do not presently intend to do so. You should carefully consider whether to exercise your subscription
rights before the expiration date. All exercises of subscription rights are irrevocable, even if the rights offering is
extended by our board of directors. Our board of directors may cancel the rights offering at any time before its
expiration for any reason. If the rights offering is cancelled, all subscription payments received by the Subscription
Agent will be returned, without interest, as soon as practicable.

One of our directors individually and an investment fund of which another director is managing partner have agreed to
purchase shares of Series A Preferred not subscribed for by other stockholders up to an aggregate amount of $1.15
million, less any amount they invest to purchase shares upon exercise of subscription rights. Any such “standby”
purchase will be conditioned on the Company’s having received subscriptions of a minimum of $4 million from other
investors and will be made in a transaction separate from the rights offering at the same subscription price offered to
stockholders. We will pay no fees or other consideration in connection with their commitments.

Our board of directors is making no recommendation regarding your exercise of the subscription rights. However, a
majority of the members of our board of directors and senior management have advised us of their intention to
exercise their subscription rights.
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The closing price of our common stock on July 28, 2014 was $7.73. Shares of our common stock are traded on the
NASDAQ Capital Market under the symbol “SEV.” The subscription rights issued in the rights offering are transferable
and we intend to list them for trading on the NASDAQ Capital Market under the symbol “SEVRR” during the course of
this rights offering.

The purchase of subscription rights and the exercise of subscription rights for shares of Series A Preferred involve
risks. See “Risk Factors” beginning on page 10 of this prospectus as well as the risk factors and other information
contained in any documents we incorporate by reference into this prospectus before exercising your subscription
rights. See “Incorporation by Reference” and ““Available Information” on pages 34 and 35 of this prospectus.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of
these securities or passed upon the adequacy or accuracy of this prospectus. Any representation to the contrary is a

criminal offense.

The date of this prospectus is August 1, 2014.
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ABOUT THIS PROSPECTUS

We have not authorized anyone to provide you with additional or different information from that contained or
incorporated by reference in this prospectus. We take no responsibility for, and can provide no assurances as to the
reliability of, any other information that you may obtain from other sources. You should assume that the information
contained in this prospectus is accurate only as of the date on the front cover of this prospectus and any information
we have incorporated by reference is accurate only as of the date of the document incorporated by reference,
regardless of the time of delivery of this prospectus or any exercise of the subscription rights.

This prospectus does not offer to sell, or ask for offers to buy, any shares of our Series A Preferred in any state or
jurisdiction (within or outside the United States) where it would not be lawful or where the person making the offer is
not qualified to do so.

99 ¢ 29 ¢

As used in this prospectus, “Sevcon,” “Company,” “we,” “us,” and “our” refer to Sevcon, Inc. and its subsidiaries.

As permitted under the rules of the Securities and Exchange Commission, or the SEC, this prospectus incorporates
important business information about Sevcon, Inc. that is contained in documents that we file with the SEC, but that
are not included in or delivered with this prospectus. You may obtain copies of these documents, without charge, from
the website maintained by the SEC at www.sec.gov, as well as other sources. See “Incorporation by Reference” and
“Available Information” in this prospectus.

For Investors in the United Kingdom

This prospectus is directed at existing stockholders of Sevcon, Inc., only. The contents of this prospectus have not
been approved by an authorised person within the meaning of the United Kingdom’s Financial Services and Markets
Act 2000. This prospectus is exempt from the requirement to be approved by such a person on the ground that it is
being communicated to existing stockholders of Sevcon, Inc only. Reliance on this prospectus for the purpose of
engaging in any investment activity may expose an individual to a significant risk of losing all of the property or other
assets invested. Any person who is in any doubt about the investment to which this prospectus relates should consult
an authorised person specialising in advising on investments of the kind in question.

CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This prospectus and the documents incorporated by reference in this prospectus include forward-looking statements

within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities

Exchange Act of 1934, as amended. Any statement that is not a statement of historical fact should be considered a
forward-looking statement. We often use words or phrases of expectation or uncertainty like “believe,” “anticipate,” “plan,”
“expect,” “intent,” “project,” “future,” “may,” “will,” “could,” “would” and similar words to help identify forward-looking stat
Examples of forward-looking statements include statements regarding our future financial results, operating results,

business strategies, projected costs, product development or future sales, competitive positions and plans and

objectives of management for future operations.

LT3

LT3 LR T3

We have based these forward-looking statements on our current expectations and projections about future events.
However, they are subject to various risks and uncertainties, many of which are outside our control, including that
demand for our products fluctuates significantly because our traditional industrial markets are highly cyclical, the
markets for on-road electric vehicles are still developing and are sensitive to disruption for a variety of reasons, our
engineering resources may not be adequate to satisfy changing customer requirements, there is competitive pressure
on our sales and pricing, we may not be able to recoup increases in material and other production costs in product
pricing, the risk of adverse global economic, political and financial conditions, and the circumstances described under
the caption “Risk Factors.” Accordingly, our actual results or financial condition could differ materially and adversely
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from those discussed in, or implied by, these forward-looking statements.

All later written and oral forward-looking statements attributable to us or a person acting on our behalf are expressly
qualified in their entirety by the applicable cautionary statements. Each forward-looking statement speaks only as of
the date on which it is made, and, except to the extent required by federal securities laws, we undertake no obligation
to update or revise any forward-looking statements, whether as a result of new information, future events or otherwise.

We caution you not to place undue reliance on our forward-looking statements. You should carefully read this entire
prospectus and the documents incorporated by reference in this prospectus, particularly the section entitled “Risk
Factors.”
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PROSPECTUS SUMMARY

This summary highlights specific information contained elsewhere. However, this summary is not complete and does
not contain all of the information you should consider before investing in the subscription rights or Series A Preferred,
and it is qualified in its entirety by the more detailed information included in this prospectus. To understand the rights
offering fully, you should carefully read this entire prospectus, including the risks discussed under the “Risk Factors”
section, our financial statements and related notes and the other information incorporated by reference herein as
described under “Incorporation by Reference.”

Sevcon is a Delaware corporation that designs and sells motor controllers for zero emission and
hybrid electric vehicles, primarily to manufacturers of vehicles for both on-road and off-road
applications. We also manufacture special metalized film capacitors. We sell to global customers

The Company through wholly-owned subsidiaries located in the United States, England, France, South Korea and
Japan. Our principal executive offices are located at 155 Northboro Road, Southborough,
Massachusetts 01772, where our telephone number is (508) 281-5510.
We are distributing, at no charge, to holders of our common stock transferable subscription rights
Subscription to pur‘chase up to 465,500 shares of our Series A Prefened. You will receive one subscription right,
Rights exercisable for the purchase of 0.13022 shares of Series A Preferred, for each share of common

stock you owned on the record date; provided that each holder of common stock will be able to
subscribe for at least one share of Series A Preferred.

Each share of Series A Preferred carries a 4% cumulative annual dividend on the Stated Value of

$24.00 per share; will be convertible into shares of our common stock at an initial conversion price

of $8.00 per share, representing a conversion ratio of three shares of common stock for each share

of Series A Preferred held at the time of conversion, subject to adjustment; may be subject to
Securities Offered mandatory conversion after five years; and will have a priority upon liquidation equal to the greater

of $24.00 per share and the amount payable on the number of shares of common stock into which a

share of Series A Preferred would have been converted. See “Description of Capital Stock—Preferred

Stock—Series A Convertible Preferred Stock™ on page 26 for more information about the terms of the

Series A Preferred. Shares will be issued only in book entry form.

. . $21.50 per whole share of Series A Preferred, payable in cash. To be effective, any payment for the

Subscription Price . . L . .
exercise of a right must clear before the expiration of the rights offering.

Each subscription right will entitle you to purchase 0.13022 shares of our Series A Preferred at a

subscription price of $21.50 per share, which we refer to as the basic subscription right. See “The

Rights Offering—The Subscription Rights—Basic Subscription Right” on page 15 for more information.

Basic Subscription
Right

If you fully exercise your basic subscription right and other stockholders do not fully exercise their
basic subscription rights, you may also exercise an over-subscription right to purchase additional
shares of Series A Preferred that remain unsubscribed at the expiration of the rights offering,
Over-Subscription subject to availability. If the number of unsubscribed shares is not sufficient to satisfy all of the
Right properly exercised over-subscription rights requests, the available shares will be prorated among
those who properly exercised over-subscription rights in proportion to their respective basic
subscription rights. See “The Rights Offering—The Subscription Rights—OQOver-Subscription Right” on
page 15 for more information.
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Record Date 5:00 p.m., Eastern Daylight Time, on July 25, 2014.

Expiration Date ~ 5:00 p.m., Eastern Daylight Time, on September 8, 2014.

We intend to use the capital raised in the rights offering for general corporate purposes and

growth, including but not limited to funding our ongoing research and development and product
commercialization initiatives and acquisitions of other businesses. See “Use of Proceeds” on page 14
for more information.

Use of Proceeds

The subscription rights issued in the rights offering are transferable, and we intend to list them for

Transferability of trading on the NASDAQ Capital Market under the symbol “SEVRR” during the course of this rights

Rights offering. See “The Rights Offering—Transferability of Rights” on page 20 for more information.
One of our directors individually and an investment fund of which another director is managing
partner and an owner have agreed to purchase shares of Series A Preferred not subscribed for by
other stockholders up to an aggregate amount of $1.15 million, less any amount they invest to

Standby Purchase purcl.lz}se shares upon exercise of sqbscripti.on rights. Any such “stapdby” purchase ?vi.ll be

Commitment conditioned on the Company’s having received subscriptions of a minimum of $4 million from

other investors and will be made in a transaction separate from the rights offering at the same
subscription price offered to stockholders. We will pay no fees or other consideration in
connection with their commitments. See “The Rights Offering- Standby Purchase Commitment and
Management Participation.”

Our board of directors is making no recommendation regarding your exercise of the subscription
No Board rights. You are urged to make your decision based on your own assessment of our business and
Recommendation the rights offering. Please see “Risk Factors” on page 10 for a discussion of some of the risks
involved in investing in our common stock.

Intentions of the . . . .
A majority of the members of our board of directors and senior management have advised us they

Company’s : . . o .. . .

Direcptorz intend to exercise the basic subscription privilege under rights received and that they also may

and Senior exercise their over-subscription privilege with respect to additional shares that become available
for purchase. Their expressed intention does not constitute a binding obligation on their part.

Management

All exercises of subscription rights are irrevocable, even if you later learn information that you
consider to be unfavorable to the exercise of your subscription rights and even if the rights

No Revocation offering is extended by our board of directors. You should not exercise your subscription rights
unless you are certain that you wish to purchase shares of our Series A Preferred at a subscription
price of $21.50 per share.

U.S. Federal For U.S. federal income tax purposes, you generally should not recognize income or loss in
Income Tax connection with the receipt or exercise of subscription rights unless the rights offering is part of a
Considerations “disproportionate distribution” within the meaning of applicable tax law, in which case you may

recognize taxable income upon receipt of the subscription rights. We believe that the rights
offering should not be part of a disproportionate distribution. The disproportionate distribution
rules are complicated, however, and their application is uncertain. This position is not binding on
the Internal Revenue Service or the courts and accordingly, it is possible that the IRS could
challenge this position. You may be required to allocate a portion of your tax basis in your
common stock to the subscription rights we distribute to you in the offering, depending on the
value of the subscription rights. For further information, please see “Material U.S. Federal Income

7
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Tax Consequences” beginning on page 29. You are urged to consult your own tax advisor as to
your particular tax consequences resulting from the receipt and the disposition or exercise of
subscription rights and the receipt, ownership and disposition of Series A Preferred.
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We have the option to extend the rights offering and the period for exercising your subscription rights
for a period not to exceed 30 days, although we do not presently intend to do so. If we elect to extend
the expiration of the rights offering, we will issue a press release announcing the extension no later than
9:00 a.m., Eastern Daylight Time, on the next business day after the most recently announced
expiration of the rights offering. We will extend the duration of the rights offering as required by
applicable law or regulation and may choose to extend it if we decide to give investors more time to
exercise their subscription rights in this rights offering. Our board of directors may cancel the rights
offering at any time before its expiration for any reason. If the rights offering is cancelled, we will issue
a press release notifying stockholders of the cancellation and all subscription payments received by the
Subscription Agent will be returned, without interest or penalty, as soon as practicable. Our board of

Extension, . . . . . .
Cancellation directors also reserves the right to amend the terms of the rights offering for any reason, including,
and without limitation, in order to increase participation in the rights offering. Such amendments may
Amendment include a change in the subscription price although no such change is presently contemplated. If we

should make any fundamental change to the terms set forth in this prospectus, we will file a

post-effective amendment to the registration statement in which this prospectus is included, offer

potential purchasers who have subscribed for rights the opportunity to cancel such subscriptions and

issue a refund of any money advanced by such stockholder and recirculate an updated prospectus after

the post-effective amendment is declared effective with the SEC. In addition, upon such event, we may
extend the expiration date of this rights offering to allow holders of rights ample time to make new
investment decisions and for us to recirculate updated documentation. Promptly following any such
occurrence, we will issue a press release announcing any changes with respect to this rights offering

and the new expiration date. See “The Rights Offering—Expiration Date, Extension, and Amendments” on
page 20 for more information.

To exercise your subscription rights, you must complete the rights certificate and deliver it to the
Subscription Agent, together with full payment for all the subscription rights you elect to exercise
under the basic subscription right and over-subscription right. See “The Rights Offering” beginning on

Procedures forpage 14 for detailed information on the procedure and requirements for exercising your subscription

Exercising  rights. You may deliver the documents and payments by mail or commercial carrier. If regular mail is

Rights used for this purpose, we recommend using registered mail, properly insured, with return receipt
requested. If you cannot deliver your rights certificate to the Subscription Agent before the expiration
of the rights offering, you may follow the guaranteed delivery procedures described under “The Rights
Offering—Guaranteed Delivery Procedures” on page 19.

No Minimum
Subscription
Requirement

There is no minimum subscription requirement. We will consummate the rights offering regardless of
the amount raised from the exercise of basic and over-subscription rights by the expiration date.

Maximum oy . o . .
Offering Size We will raise not more than approximately $10 million in the rights offering.
Subscription
Agent and
Information
Agent

Broadridge Corporate Issuer Solutions, Inc.

Placement
Agent (if Craig-Hallum Capital Group, LLC
requested)



Shares
Outstanding
Before the
Rights
Offering

Shares
Outstanding
After
Completion
of the Rights
Offering

4-
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3,574,765 shares of our common stock were issued and outstanding on the record date. There were no
shares of Series A Preferred outstanding on the record date.

Assuming that all shares of Series A Preferred offered hereby are issued, we expect 465,500 shares of
our Series A Preferred will be outstanding immediately after completion of the rights offering, which
would be convertible into 1,396,500 shares of common stock.

10
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Fees and We will pay the fees and expenses we incur related to the rights offering.
Expenses
NASDAQ
Capital
Market
Trading
Symbol of
our Common
Stock

Shares of our common stock are listed for quotation on the NASDAQ Capital Market under the symbol
“SEV.”

If you have any questions about the rights offering, including questions about subscription procedures
Questions  and requests for additional copies of this prospectus or other documents, please contact the Information
Agent, Broadridge Corporate Issuer Solutions, Inc., at (855) 793-5068.

Before you purchase subscription rights or invest in the rights offering, you should be aware that there
are risks associated with these transactions, including the risks described in the section entitled “Risk
Factors” beginning on page 10 of this prospectus and the risk factors set forth in our quarterly report on
Form 10-Q for the period ending March 29, 2014 and our annual report on Form 10-K for the fiscal year
ended September 30, 2013. You should carefully read and consider these risk factors together with all of
the other information included in or incorporated by reference into this prospectus before you decide to
purchase subscription rights or to exercise your subscription rights to purchase shares of Series A
Preferred.

Risk Factors

QUESTIONS AND ANSWERS ABOUT THE RIGHTS OFFERING

The following are examples of what we anticipate will be common questions about the rights offering. The answers
are based on selected information included elsewhere in this prospectus. The following questions and answers do not
contain all of the information that may be important to you and may not address all of the questions that you may have
about the rights offering. This prospectus and the documents incorporated by reference contain more detailed
descriptions of the terms and conditions of the rights offering and provide additional information about us and our
business, including potential risks related to the rights offering, the shares of our Series A Preferred offered hereby
and our business. We urge you to read this entire prospectus.

What is the rights offering?

We are distributing to holders of our common stock, at no charge, transferable subscription rights to purchase shares
of our Series A Preferred. We have granted to you, as a stockholder on the record date, one subscription right for each
share of our common stock you owned at that time. If you hold your shares in the name of a broker, custodian bank,
dealer or other nominee who uses the services of the Depository Trust Company, or DTC, DTC will issue one
subscription right to the nominee for each share of our common stock you own at the record date. The subscription
rights will be evidenced by rights certificates. Each subscription right will entitle the holder to a basic subscription
right and an over-subscription right.

Why are we conducting the rights offering?
We are conducting the rights offering to raise capital for general corporate purposes and growth, including but not

limited to funding our ongoing research and development and product commercialization initiatives and acquisitions
of other businesses. See “Use of Proceeds.”

11
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How were the subscription price and conversion price determined?

In determining the subscription price for exercising the rights, as well as the conversion price at which shares of Series
A Preferred may be converted to common stock, our board of directors considered a number of factors, including the
likely cost of capital from other sources, the price at which our stockholders might be willing to participate in the
rights offering, historical and current trading prices of our common stock, the terms of the Series A Preferred and our
need for liquidity and capital. The subscription price and the conversion price are not necessarily related to our book
value, net worth or any other established criteria of value.

-5-

12
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What is the basic subscription right?

The basic subscription right of each subscription right gives our stockholders the opportunity to purchase 0.13022
shares of our Series A Preferred at a subscription price of $21.50 per whole share; provided that each holder of
common stock will be able to subscribe for at least one share of Series A Preferred. (We will not issue fractional
shares of Series A Preferred.) You may exercise the basic subscription right of any number of your subscription rights,
or you may choose not to exercise any subscription rights. See “The Rights Offering-The Subscription Rights-Basic
Subscription Right.”

What is the over-subscription right?

If you fully exercise your basic subscription right and other stockholders do not fully exercise their basic subscription
rights, you may also exercise an over-subscription right to purchase additional shares of Series A Preferred that
remain unsubscribed at the expiration of the rights offering, subject to the availability. To the extent the number of
unsubscribed shares is not sufficient to satisfy all of the properly exercised over-subscription rights requests, the
available shares will be prorated among those who properly exercised over-subscription rights in proportion to their
respective basic subscription rights.

In order to properly exercise your over-subscription right, you must deliver the subscription payment for exercise of
your over-subscription right before the expiration of the rights offering. Because we will not know the total number of
unsubscribed shares before the expiration of the rights offering, if you wish to maximize the number of shares you
purchase pursuant to your over-subscription right, you will need to deliver payment in an amount equal to the
aggregate subscription price for the maximum number of shares of Series A Preferred available, assuming that no
stockholder other than you has purchased any shares of our Series A Preferred pursuant to their basic subscription
right and over-subscription right. See “The Rights Offering—The Subscription Rights—Over-Subscription Right.”

Am I required to exercise all of the subscription rights I receive in the rights offering?

No. You may exercise any number of your subscription rights, or you may choose not to exercise any subscription
rights. However, if you choose not to exercise your subscription rights in full, your percentage ownership of our
common stock will, upon conversion of any shares of Series A Preferred or payment of any dividend thereon in shares
of common stock, decrease and your voting and other rights will be diluted further. In addition, if you do not exercise
your basic subscription right in full, you will not be entitled to participate in the over-subscription right.

May I transfer my subscription rights?

Yes. The subscription rights issued in the rights offering are transferable, and we intend to list them for trading on the
NASDAQ Capital Market under the symbol “SEVRR” during the course of this rights offering. However, we cannot
give any assurance that the subscription rights will trade on NASDAQ, that a market for the subscription rights will
develop or, if a market does develop, of the prices at which the subscription rights will trade or whether such market
will be sustainable throughout the period when the rights are transferable.

How soon must I act to exercise my subscription rights?

The subscription rights may be exercised at any time beginning on the date of this prospectus and before the
expiration of the rights offering, which is on September 8, 2014, at 5:00 p.m., Eastern Daylight Time. See “The Rights
Offering” beginning on page 14 for detailed information on the procedure and requirements for exercising your
subscription rights. If you elect to exercise any rights, the Subscription Agent must actually receive all required
documents from you, and your payment must have cleared, before that time. Although we have the option of
extending the expiration of the rights offering for a period not to exceed 30 days, we currently do not intend to do so.

13
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How do I exercise my subscription rights? What forms and payment are required to purchase the shares of our Series
A Preferred?

If you wish to participate in the rights offering, you must take the following steps:
-6-

14



Edgar Filing: SEVCON, INC. - Form 424B1

Table of Contents
deliver payment to the Subscription Agent using one of the methods outlined under “The Rights Offering— Method of
Exercising Subscription Rights” and “— Form of Payment” in this prospectus, which payment must have cleared, before
'5:00 p.m., Eastern Daylight Time, on September 8, 2014; and deliver a properly completed rights certificate to the
Subscription Agent before 5:00 p.m., Eastern Daylight Time, on September 8, 2014.

After I send in my payment and rights certificate, may I cancel my exercise of subscription rights?

No. All exercises of subscription rights are irrevocable, even if you later learn information that you consider to be
unfavorable to the exercise of your subscription rights and even if the rights offering is extended by our board of
directors. However, if we amend the rights offering to make a material change to the terms set forth in this prospectus,
you may cancel your subscription and receive a refund of any money you have advanced. You should not exercise
your subscription rights unless you are certain that you wish to purchase shares of our Series A Preferred at a
subscription price of $21.50 per share.

What should I do if I want to participate in the rights offering but my shares are held in the name of my broker, dealer,
custodian bank or other nominee?

If you hold your shares of our common stock in the name of a broker, dealer, custodian bank or other nominee, your
broker, dealer, custodian bank or other nominee is the “record holder” of the shares you own. The record holder must
exercise the subscription rights on your behalf for the shares of our Series A Preferred you wish to purchase.

If you wish to participate in the rights offering and purchase shares of our Series A Preferred, contact the record
holder of your shares promptly. You should complete and return to your record holder the form entitled “Beneficial
Owner Election Form.” You should receive this form from your record holder with the other rights offering materials.

What will happen if I do not exercise my subscription rights?

If you do not exercise any subscription rights, the number of shares of our common stock you own will not change.
However, because each share of Series A Preferred will be convertible into three shares of our common stock, subject
to anti-dilution adjustments, the conversion of some or all of the Series A Preferred will dilute the ownership interest
of our other common stockholders. Any sales in the public market of our common stock issuable upon such
conversion could adversely affect prevailing market prices of the outstanding shares of our common stock.

Are there risks in exercising my subscription rights?

Yes. The exercise of your subscription rights involves risks. Exercising your subscription rights involves the purchase
of shares of our Series A Preferred and should be considered as carefully as you would consider any other equity
investment. Stockholders who exercise subscription rights risk investment loss on new money invested. We cannot
assure you that anyone purchasing Series A Preferred at the subscription price will be able to sell those shares, or the
shares of common stock into which the Series A Preferred is convertible, in the future at the same price or a higher
price. Among other things, you should carefully consider the risks described under the headings ‘“Risk Factors” in this
prospectus and the documents incorporated by reference herein.

When and how will I receive my shares of Series A Preferred?

Shares of Series A Preferred purchased in the rights offering will be issued only in book entry form; i.e., no physical
stock certificates will be issued. If you are the holder of record of our common stock (whether you hold share
certificates or your shares are maintained in book-entry form by our transfer agent), you will receive a statement of
ownership reflecting the shares of Series A Preferred purchased in the offering in the Direct Registration System, or
DRS, as soon as practicable after the expiration of the rights offering. If your shares of common stock are registered in
“street name,” that is, in the name of a broker, bank or other nominee, your shares of Series A Preferred will be issued to

15
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the same account, and you may request a statement of ownership from the nominee following the expiration of the
rights offering.
-
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If the rights offering is not completed, will my subscription payment be refunded to me?

Yes. The Subscription Agent will hold all funds it receives in a segregated bank account until completion of the rights
offering. If the rights offering is not completed, all subscription payments received by the Subscription Agent will be
returned, without interest, as soon as practicable. If you own shares in “street name,” the Subscription Agent will return
payments to the record holder of the shares.

How do I exercise my subscription rights if I live outside the United States?

Except for stockholders with addresses in the United Kingdom, we will not mail this prospectus or the rights
certificates to stockholders whose addresses are outside the United States or who have an army post office or foreign
post office address. The Subscription Agent will hold the rights certificates for their account. To exercise subscription
rights, our foreign stockholders other than U.K. residents must notify the Subscription Agent and timely follow the
procedures described in “The Rights Offering—Foreign Stockholders.”

What fees or charges apply to me if I exercise rights?

We are not charging any fee or sales commission to issue subscription rights to you or to issue shares to you if you
exercise your subscription rights. If you exercise your subscription rights through the record holder of your shares,
you are responsible for paying any fees your record holder may charge you.

What are the U.S. federal income tax consequences of exercising subscription rights?

For U.S. federal income tax purposes, you generally should not recognize income or loss in connection with the
receipt or exercise of subscription rights unless the rights offering is part of a “disproportionate distribution” within the
meaning of applicable tax rules (in which case you may recognize taxable income upon receipt of the subscription
rights). We believe that the rights offering should not be part of a disproportionate distribution but certain aspects of
that determination are unclear. This position is not binding on the Internal Revenue Service (the “IRS”) or the courts,
however. You are urged to consult your own tax advisor as to your particular tax consequences resulting from the
receipt and exercise of subscription rights and the receipt, ownership and disposition of Series A Preferred. For further
information, please see ‘“Material United States Federal Income Tax Consequences.”

Are we requiring a minimum subscription to complete the rights offering?

No.

Are there any conditions to completing the rights offering?

No.

Have any purchase commitments already been made?

Yes. In order to help ensure the success of the financing, Meson Capital LP, whose managing partner is Ryan Morris,
one of our directors, and Walter Schenker, another of our directors, have agreed to purchase shares of Series A
Preferred not subscribed for by other stockholders up to an aggregate amount of $1.15 million, less any amount they
invest to purchase shares upon exercise of subscription rights, including any rights they have purchased. Any such
“standby” purchase will be conditioned on the Company’s having received subscriptions of a minimum of $4 million

from other investors and will be made in a transaction separate from the rights offering at the same subscription price
offered to stockholders. We will pay no fees or other consideration in exchange for these standby commitments.
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How many shares of common stock will Meson and Mr. Schenker own after the rights offering?

If Meson purchases $1.0 million of Series A Preferred at the subscription price, it will acquire 46,512 shares. If Mr.
Schenker purchases $150,000 of Series A Preferred at the subscription price, he will acquire 6,977 shares. With the
shares they owned on the record date, they would beneficially own 161,724 shares and 23,531 shares, respectively, or
a total of approximately 3.7% of the outstanding shares on an as-converted to-common basis, assuming exercise of all
other basic subscription rights by our other stockholders.

-8-
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Has the Company’s board of directors made a recommendation to our stockholders regarding the rights offering?

Our board of directors does not make any recommendation to stockholders regarding the exercise of rights under the
rights offering. You should make an independent investment decision about whether or not to exercise your rights.

How much money will the Company receive from the rights offering?

Assuming all the shares of Series A Preferred offered are sold, the gross proceeds from the rights offering will be $10
million.

Can the Company’s board of directors extend, cancel or amend the rights offering?

Yes. We have the option to extend the rights offering and the period for exercising your subscription rights for a
period not to exceed 30 days, although we do not presently intend to do so. If we elect to extend the expiration of the
rights offering, we will issue a press release announcing such extension no later than 9:00 a.m., Eastern Daylight
Time, on the next business day after the most recently announced expiration of the rights offering. We will extend the
duration of the rights offering as required by applicable law or regulation and may choose to extend it if we decide to
give investors more time to exercise their subscription rights in this rights offering.

Our board of directors may cancel the rights offering at any time before the expiration of the rights offering for any
reason. In the event that the rights offering is cancelled, we will issue a press release notifying stockholders of the
cancellation and all subscription payments received by the Subscription Agent will be returned, without interest or
penalty, as soon as practicable.

Although we do not presently intend to do so, we reserve the right to amend or modify the terms of the rights offering
for any reason, including, without limitation, in order to increase participation in the rights offering. Such amendments
or modifications may include a change in the subscription price although no such change is presently contemplated. If
we should make any fundamental changes to the terms set forth in this prospectus, we will file a post-effective
amendment to the registration statement in which this prospectus is included, offer potential purchasers who have
subscribed for rights the opportunity to cancel their subscriptions, issue a refund of any money advanced by such
stockholder and recirculate an updated prospectus after the post-effective amendment is declared effective by the SEC.
In addition, upon such event, we may extend the expiration date of this rights offering to allow holders of rights ample
time to make new investment decisions and for us to recirculate updated documentation. Promptly following any such
occurrence, we will issue a press release announcing any changes and the new expiration date.

Will there be a trading market for Series A Preferred?

We do not intend to apply to list the Series A Preferred for trading on any stock exchange. There is currently no
market for the Series A Preferred and an active trading market is unlikely to develop. Conversion into the underlying
shares of our common stock and sale of those shares may be the only way for you to liquidate your investment in any
shares of Series A Preferred.

As a holder of Series A Preferred, am I entitled to any rights with respect to the Company’s common stock?

Before being converted into our common stock, ownership of Series A Preferred does not entitle you to any rights
with respect to the common stock (including, without limitation, voting rights and rights to receive any dividends or
other distributions on our common stock). You will only be entitled to rights on the common stock if and when we
deliver shares of common stock to you upon conversion of your Series A Preferred.

Whom should I contact if I have other questions?
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If you have other questions or need assistance, please contact the Information Agent, Broadridge Corporate Issuer
Solutions, Inc., at (855) 793-5068.
-9-
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RISK FACTORS

An investment in our securities involves a high degree of risk. You should carefully consider the risks described

below, together with the other information contained or incorporated by reference into this prospectus, including the
other risks and information contained in the sections entitled “Risk Factors” and “Management’s Discussion and Analysis
of Financial Condition and Results of Operation” in our Annual Report on Form 10-K for 2013 and our Quarterly

Report on Form 10-Q for the quarter ended March 29, 2014, respectively, and any risks described in our other filings
with the Securities and Exchange Commission before making a decision to invest in the Series A Preferred.

The risks described below and in the documents referred to in the preceding sentence are not the only risks we face.
Additional risks and uncertainties not currently known to us or that we currently deem to be immaterial may also
materially and adversely affect our business operations. If any of the following risks actually occurs, our business,
results of operations and financial condition could suffer. In that case, the trading price of our common stock could
decline, and you may lose all or part of your investment.

We cannot guarantee that there will be a market for the subscription rights.

Although the subscription rights issued in the rights offering are transferable and we intend to list them for trading on
the NASDAQ Capital Market during the course of the rights offering, we cannot give any assurance that the
subscription rights will trade on NASDAQ, that an active market for the subscription rights will be maintained during
the course of the rights offering, or, if a market does develop, of the prices at which the subscription rights will trade.
You may have difficulty selling your subscription rights should you decide to do so. Any market price of our
subscription rights may not necessarily bear any relationship to our book value, assets, past operating results, financial
condition or any other established criteria of value, and may not be indicative of the market price for shares of our
common stock or Series A Preferred in the future.

The subscription price determined for the rights offering is not necessarily an indication of the fair value of our
common stock or the Series A Preferred.

In determining the subscription price, our board of directors considered a number of factors, including the likely cost
of capital from other sources, the price at which our stockholders might be willing to participate in the rights offering,
historical and current trading prices of our common stock, the terms of the Series A Preferred and our need for
liquidity and capital. The subscription price is not necessarily related to our book value, net worth or any other
established criteria of value.

The conversion price for the Series A Preferred is also not necessarily an indication of the fair value of our common
stock.

Each share of Series A Preferred will be convertible into shares of our common stock at an initial conversion price of
$8.00 per share of common stock. That price, which is subject to adjustment, represents a conversion ratio of three
shares of common stock for each share of Series A Preferred held at the time of conversion. It was set by our board of
directors based on a number of factors and is not necessarily related to our book value, net worth or any other
established criteria of value. We can give no assurance that the market price of our common stock will ever exceed
the conversion price of the Series A Preferred.

We may cancel the rights offering at any time before its expiration, and neither we nor the Subscription Agent will
have any obligation to you except to return your subscription payments.

We may, in our sole discretion, decide to cancel the rights offering before its expiration date. If the rights offering is
cancelled, we will issue a press release notifying stockholders of the cancellation and all payments received by the
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Subscription Agent for the exercise of subscriptions will be returned, without interest, as soon as practicable. Neither
we nor the Subscription Agent will have any further obligation to you in that case, including but not limited to any
obligation to reimburse you for any amount you have paid to purchase subscription rights that are no longer

exercisable.
-10-

22



Edgar Filing: SEVCON, INC. - Form 424B1

Table of Contents

The rights offering does not have a minimum amount of proceeds and there can be no assurance that stockholders will
choose to exercise their subscription rights, which means that if you exercise your rights you may be investing in a
company that continues to desire additional capital.

There can be no assurance that any stockholders will exercise their subscription rights. There is no minimum amount
of proceeds required to complete the rights offering. In addition, unless we make certain fundamental changes to the
terms of the rights offering, all exercises of subscription rights are irrevocable, even if you later learn information that
you consider to be unfavorable to the exercise of your subscription rights and even if the rights offering is extended by
our board of directors. If you exercise your subscription right, but we do not raise the desired amount of capital in this
rights offering, you may be investing in a company that continues to desire additional capital. Among other things,
we may issue additional shares of common stock in the future at prices that may be less than the then-current
conversion price of the Series A Preferred issued in the rights offering.

If you do not act promptly and follow the subscription instructions, your exercise of subscription rights will be
rejected.

Stockholders that wish to purchase shares of Series A Preferred in the rights offering must act promptly to ensure that
all required forms and payments are actually received by the Subscription Agent before the expiration of the rights
offering. If you are a beneficial owner of shares, you must act promptly to ensure that your broker, dealer, custodian
bank or other nominee acts for you and that all required forms and payments are actually received by the Subscription
Agent before the expiration of the rights offering. We are not responsible if your broker, custodian or nominee fails to
ensure that all required forms and payments are actually received by the Subscription Agent before the expiration of
the rights offering. If you fail to complete and sign the required subscription forms, send an incorrect payment amount
or otherwise fail to follow the subscription procedures that apply to your exercise in the rights offering before the
expiration of the rights offering, the Subscription Agent will reject your subscription or accept it only to the extent of
the payment received. Neither we nor our Subscription Agent undertakes to contact you concerning an incomplete or
incorrect subscription form or payment, nor are we under any obligation to correct such forms or payment. We have
the sole discretion to determine whether a subscription exercise properly complies with the subscription procedures.

If the rights offering is consummated, your relative ownership interest may experience significant dilution.

To the extent that you do not exercise your subscription rights, or that you exercise your subscription rights but do not
convert your shares of Series A Preferred into common stock, and the Series A Preferred held by other stockholders is
converted into common stock, your proportionate voting interest will be reduced, and the percentage that your original
shares represent of our expanded equity after exercise of the rights and conversion of the convertible preferred stock
will be diluted. Similarly, to the extent that you do not exercise your subscription rights, or that you convert your
shares of Series A Preferred into shares of common stock, your percentage ownership interest in our company will be
diluted to the extent that we elect to pay dividends on the Series A Preferred in shares of common stock.

The tax treatment of the rights offering is somewhat uncertain and it may be treated as a taxable event to our
stockholders.

If the rights offering is deemed to be part of a “disproportionate distribution” under section 305 of the Internal Revenue
Code, our stockholders may recognize taxable income for U.S. federal income tax purposes in connection with the
receipt of subscription rights in the rights offering depending on our current and accumulated earnings and profits and
our stockholders’ tax basis in our common stock. A “disproportionate distribution” is a distribution or a series of
distributions, including deemed distributions, that has the effect of the receipt of cash or other property by some
stockholders or holders of debt instruments convertible into stock and an increase in the proportionate interest of other
stockholders in a company’s assets or earnings and profits. The disproportionate distribution rules are complicated and
their application is uncertain. Please see “Material U.S. Federal Income Tax Consequences” for further information.
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If you exercise the subscription rights, your tax liability may exceed the cash you receive while you own Series A
Preferred.

We may declare and pay all dividends on Series A Preferred in additional shares of our common stock rather than in
cash. We expect any such distribution to be tax-free. However, this expectation is based in part on expected future
circumstances that could change. Furthermore, the IRS may disagree with our position and take the position that
distributions in the form of additional shares of common stock will be taxable in the same manner as cash
distributions. If such position were successful, in years in which we have current or accumulated earnings and profits,
holders generally would recognize dividend income in an amount equal to the fair market value of the additional
shares of common stock received. In such case, a holder’s tax liability may exceed the cash such holder receives from
the Series A Preferred. Accordingly, a holder of Series A Preferred would be required to use funds from other sources
to satisfy its tax liability arising from its ownership of Series A Preferred.

-11-
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The rights offering could impair or limit our net operating loss carryforwards.

As of March 29, 2014, we had net operating loss carryforwards (“NOLs”) of approximately $811,000 for U.S. federal
income tax purposes. Under the Internal Revenue Code of 1986, as amended (the “Code”), an “ownership change” with
respect to a corporation could limit the amount of pre-ownership change NOLs and certain other tax assets that the
corporation may utilize after the ownership change to offset future taxable income, possibly reducing the amount of
cash available to the corporation to satisfy its obligations. An ownership change generally should occur if the
aggregate stock ownership of beneficial owners of at least 5% of our stock increases by more than 50 percentage
points over the preceding three-year period. Because not all stockholders may exercise their basic subscription rights
in full, the purchase of shares of our Series A Preferred and the subsequent conversion of the Series A Preferred into
shares of our common stock could result in a shift in this beneficial ownership that could trigger an ownership change
with respect to our stock. Please see “Material United States Federal Income Tax Consequences” for further
information.

We may amend or modify the terms of the rights offering at any time before the expiration of the rights offering in our
sole discretion.

Our board of directors reserves the right to amend the terms of the rights offering in its sole discretion. Although we
do not presently intend to do so, we may choose to amend the terms of the rights offering for any reason, including,
without limitation, in order to increase participation in the rights offering. Any such amendment that is not
fundamental enough for us to have to return your subscription payment may nonetheless may affect your rights,
including any anticipated return on your investment, adversely.

The market price of our common stock is volatile and may decline before or after the subscription rights expire, and
this may make it difficult for you to resell the Series A Preferred or common stock issuable upon conversion of the
Series A Preferred when you want or at prices you find attractive.

The market price of our common stock has been and may continue to be subject to wide fluctuations in response to
numerous factors, some of which are beyond our control. These factors include, among other things, the factors
described in “Cautionary Note Regarding Forward-Looking Statements’ in this prospectus, those contained in the
sections entitled “Risk Factors” and “Management’s Discussion and Analysis of Financial Condition and Results of
Operation” in our Annual Report on Form 10-K for 2013 and our Quarterly Report on Form 10-Q for the quarter ended
March 29, 2014, respectively, the general state of the securities markets and the market for similar stocks, changes in
capital markets that affect the perceived availability of capital to companies in our industries, and governmental
legislation or regulation, as well as general economic and market conditions. We cannot assure you that the market
price of our common stock will not decline after you elect to exercise your subscription rights.

There is currently no market for the Series A Preferred.

There is currently no market for the Series A Preferred. We do not intend to apply to list the Series A
Preferred for trading on the NASDAQ Capital Market. Conversion into the underlying shares of our common stock
and sale of those shares may be the only way for you to liquidate your investment in any shares of Series A
Preferred. Furthermore, since the Series A Preferred does not have a maturity date and is not redeemable at your
option, you may, unless you convert your Series A Preferred into share of our common stock, be required to hold your
Series A Preferred indefinitely. If you convert your Series A Preferred into shares of our common stock, you may be
unable to sell the shares of common stock issuable upon such conversion at a price equal to or greater than the
conversion price.

Because our management will have broad discretion over the use of the proceeds from the rights offering, you may
not agree with how we use the proceeds, and we may not invest the proceeds successfully.
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We are conducting the rights offering to fund our anticipated growth, including but not limited to funding our ongoing
research and development and product commercialization initiatives and acquisitions of other businesses. While we
currently expect to use most of the proceeds for these purposes, we may also use the proceeds for general corporate
purposes. In addition, market factors may require our management to allocate portions of the proceeds for other
purposes. Accordingly, you will be relying on the judgment of our management with regard to the use of the proceeds
from the rights offering, and you will not have the opportunity, as part of your investment decision, to assess whether
the proceeds are being used appropriately. It is possible that the proceeds will be invested in a way that does not yield
a favorable, or any, return for the Company.

-12-
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Sales, or the availability for sale, of substantial amounts of our common stock could adversely affect the value of our
common stock.

No prediction can be made as to the effect, if any, that future sales of our common stock, or the availability of our
common stock for future sales, will have on the market price of our common stock. Sales of substantial amounts of
our common stock in the public market and the availability of shares for future sale could adversely affect the
prevailing market price of our common stock. This in turn could impair our future ability to raise capital through an
offering of our equity securities.

The rights offering may cause the price of our common stock to decrease.

The conversion price, together with the number of shares of common stock we propose to issue and ultimately will
issue if the rights offering is completed and all shares of Series A Preferred are converted into shares of our common
stock, together with any shares of common stock that we may elect to issue as dividends to holders of the Series A
Preferred, may result in an immediate decrease in the market value of our common stock. This decrease may continue
after the completion of the rights offering. If that occurs, you may be unable to profitably convert your Series A
Preferred. Further, if a substantial number of subscription rights are exercised and shares of Series A Preferred are
converted, and if the holders of the common stock received upon conversion of the Series A Preferred choose to sell
some or all of those shares of common stock, the resulting sales could depress the market price of our common stock.
There is no assurance that, following the conversion of the Series A Preferred received in the rights offering, you will
be able to sell your common stock at a price equal to or greater than the conversion price.

The conversion rate of the Series A Preferred may not be adjusted for all dilutive events that may adversely affect the
common stock issuable upon conversion of the Series A Preferred.

The conversion rate of the Series A Preferred is subject to adjustment upon certain events, including the issuance of
dividends or distributions in common stock and subdivisions and combinations of our common stock as described in
“Description of Capital Stock—Preferred Stock—Series A Convertible Preferred Stock.” We will not adjust the conversion
rate for other events, including offerings of common stock for cash by us or in connection with acquisitions. There can

be no assurance that an event that adversely affects the value of the Series A Preferred, but does not result in an

adjustment to the conversion rate, will not occur.

We may not be permitted to make current payment of dividends on the Series A Preferred.

Under Delaware law, we may only pay dividends or make distributions to our stockholders from our surplus (as
determined in accordance with the Delaware general corporation law) or our net profits for the current fiscal year or
the fiscal year before which the dividend or distribution is declared under certain circumstances. Therefore, our ability
to pay dividends and make any other distributions in the future will depend upon our financial results, liquidity and
financial condition.

Your rights as a Series A Preferred stockholder are primarily those set forth in the terms of the Series A Preferred, and
the Company’s board of directors may prefer the interests of the common stockholders if they differ from those of the
Series A Preferred stockholders.

The special contractual preferences of the Series A Preferred are primarily governed by the principles of contract law,
rather than being fiduciary in nature. While the Company’s board of directors has fiduciary duties to the holders of the
Series A Preferred to the extent those holders share rights with the common stockholders, if there is a divergence of
interests between the holders of the Series A Preferred stock and common stock, it will generally be the duty of board
of directors to prefer the interests of the common stockholders to those of the preferred stockholders.
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Provisions in our certificate of incorporation, our bylaws, and Delaware law could make it more difficult for a third
party to acquire us, discourage a takeover, and adversely affect existing stockholders.

Our certificate of incorporation, our bylaws, and the Delaware General Corporation Law contain provisions that may
have the effect of making more difficult, delaying, or deterring attempts by others to obtain control of our company,
even when these attempts may be in the best interests of stockholders. These include provisions for a classified Board
of Directors and limiting the stockholders’ powers to remove directors or take action by written consent instead of at a
stockholders’ meeting. Our certificate of incorporation also authorizes our Board of Directors, without stockholder
approval, to issue one or more series of preferred stock, which could have voting and conversion rights that adversely
affect or dilute the voting power of the holders of common stock. Delaware law also imposes conditions on certain
business combination transactions with “interested stockholders.”

These provisions and others that could be adopted in the future could deter unsolicited takeovers or delay or prevent
changes in our control or management, including transactions in which stockholders might otherwise receive a
premium for their shares over then current market prices. These provisions may also limit the ability of stockholders
to approve transactions that they may deem to be in their best interests.

-13-
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INFORMATION ABOUT SEVCON

Sevcon designs and sells systems to electrify vehicles and their subsystems in a wide range of applications which
include on and off-road zero emission and hybrid electric vehicles. Our products efficiently convert the electrical
energy from the power source and control its consumption. Our controllers are used to vary the speed and movement
of vehicles, to integrate specialized functions and to prolong the shift life of the vehicle’s power source. Our customers
are primarily manufacturers of vehicles for both on-road and off-road applications. Our traditional industrial
customers design and manufacture fork lift trucks, aerial work platforms, airport ground support, mining vehicles and
electrohydraulic systems. They are used in off-road applications in distribution, construction, transport, mineral
extraction and agriculture. We are making significant headway in newer markets for on-road electric vehicles, where
our customers design and manufacture automobiles, scooters, motorcycles, buses, trucks, utility vehicles and other
applications in which all or part of the power system is electrical. We also manufacture special metalized film
capacitors that are used as components in power electronics, signaling, aerospace and audio equipment.
Approximately 94% of our revenues in 2013 derived from the controls business and 6% from the capacitor business.
We sell to global customers through wholly-owned subsidiaries located in the United States, England, Wales, France,
South Korea and Japan and through a joint venture in China.

For the first six months of fiscal 2014 and the fiscal years ended September 30, 2013, 2012, and 2011, respectively,
our revenues and net income (loss) were as follows:

Six Fiscal Year Ended
Months September 30
Ended ’
March

29,

2014 2013 2012 2011
(in thousands)
Net sales: $18,219 $32,203 $35,515 $32,286
Net income (loss) $650 $(1,071) $1,195 $712

Detailed further information about our results of operations and financial condition is included in our Annual Report
on Form 10-K for 2013 and our Quarterly Report on Form 10-Q for the quarter ended March 29, 2014, respectively,
which are filed with the Securities and Exchange Commission. See “Incorporation by Reference” and “Available
Information” on page 34.

Sevcon is a Delaware corporation organized on December 22, 1987 to carry on the electronic controls business
previously conducted by Tech/Ops, Inc. Shares of our common stock are traded on the NASDAQ Capital Market
(“Nasdaq”) under the symbol “SEV.” Our principal executive offices are located at 155 Northboro Road, Southborough,
Massachusetts 01772, where our telephone number is (508) 281-5510. Our internet address is www.sevcon.com. The
information contained on our website is not part of, and is not incorporated into or included in, this prospectus.

Unless explicitly stated otherwise, each reference to a year in this prospectus is to our fiscal year ending on the
respective September 30.

USE OF PROCEEDS

We expect the proceeds from the rights offering and the standby purchase commitment to be approximately $10
million before expenses. We intend to use the capital raised in the rights offering for general corporate purposes and
growth, including but not limited to funding our ongoing research and development and product commercialization
initiatives and acquisitions of other businesses.
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We continue to be presented with potentially significant opportunities to grow our business organically by utilizing
and modifying existing intellectual property and technology. Some of these opportunities would require us to
substantially increase engineering and sales headcount and contain levels of risk that would be more feasible if we had
a stronger balance sheet. We are also exploring acquisitions of intellectual property or products that could allow us to
take advantage of customer opportunities more quickly than if we were limited to internal development.

THE RIGHTS OFFERING

Please read the following information concerning the subscription rights in conjunction with the statements under
“Description of Subscription Rights” in this prospectus, which the following information supplements.
-14-
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The Subscription Rights

We are distributing, at no charge, to holders of our common stock transferable subscription rights to purchase up
to 465,500 shares of our Series A Preferred at a subscription price of $21.50 per whole share, for an aggregate
purchase price of $10 million.

Basic Subscription Right

Your basic subscription right allows you to purchase 0.13022 shares of Series A Preferred per subscription right, upon
delivery of the required documents and payment of the subscription price of $21.50 per whole share, before the
expiration of the rights offering. For example, if you owned 100 shares of our common stock as of the record date,
you would receive 100 subscription rights and would have the right to purchase 13 shares of Series A Preferred for
$21.50 per whole share with your basic subscription right. Each holder of common stock will be able to subscribe for
at least one share of Series A Preferred. (We will not issue fractional shares of Series A Preferred.) You may exercise
all or a portion of your basic subscription right. However, if you exercise less than your full basic subscription right,
you will not be entitled to purchase shares pursuant to your over-subscription right.

Over-Subscription Right

We do not expect all of our stockholders to exercise all of their basic subscription rights. The over-subscription right
provides stockholders who exercise all of their basic subscription rights the opportunity to purchase the shares of
Series A Preferred that are not purchased by other stockholders. If you fully exercise your basic subscription right and
other stockholders do not fully exercise their basic subscription rights, you may also exercise an over-subscription
right to purchase additional shares of Series A Preferred that remain unsubscribed at the expiration of the rights
offering, subject to availability. To the extent the number of the unsubscribed shares of Series A Preferred are not
sufficient to satisfy all of the properly exercised over-subscription rights requests, the available shares will be prorated
among those who properly exercised over-subscription rights in proportion to their respective basic subscription
rights.

In order to properly exercise your over-subscription right, you must deliver the subscription payment related to your
over-subscription right before the expiration of the rights offering. Because we will not know the total number of
unsubscribed shares before the expiration of the rights offering, if you wish to maximize the number of shares you
purchase pursuant to your over-subscription right, you will need to deliver payment in an amount equal to the
aggregate subscription price for the maximum number of shares of our Series A Preferred, assuming that no
stockholder other than you has purchased any shares of our Series A Preferred pursuant to their basic subscription
right and over-subscription right.

We can provide no assurances that you will actually be entitled to purchase the number of shares issuable upon the
exercise of your over-subscription right in full, or at all, at the expiration of the rights offering. We will not be able to
satisfy your exercise of the over-subscription right if all of our stockholders exercise their basic subscription rights in
full, and we will only honor an over-subscription right to the extent sufficient shares of our Series A Preferred are
available following the exercise of the basic subscription rights.

To the extent the aggregate subscription price of the maximum number of unsubscribed shares available to you
pursuant to the over-subscription right is less than the amount you actually paid in connection with the exercise of
-the over-subscription right, you will be allocated only the number of unsubscribed shares available to you, and any
excess subscription payments received by the Subscription Agent will be returned, without interest, as soon as
practicable.
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To the extent the stockholders properly exercise their over-subscription rights for an aggregate amount of shares that
is less than the number of the unsubscribed shares, you will be allocated the full number of unsubscribed shares for
which you actually paid in connection with the over-subscription right.

-15-
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Reasons for the Rights Offering

In authorizing the rights offering, our board of directors carefully evaluated our need for liquidity, financial flexibility
and additional capital. Our board of directors considered several alternative capital raising methods before concluding
that the rights offering was the appropriate alternative in the circumstances for a number of reasons, including that it
provides an opportunity to our stockholders to participate on a pro rata basis. We are conducting the rights offering to
raise capital that we intend to use to provide additional liquidity for general corporate purposes and growth, including
but not limited to funding our ongoing research and development and product commercialization initiatives and
acquisitions of other businesses. We believe that the rights offering will strengthen our financial condition by
generating additional cash and increasing our stockholders’ equity.

Subscription Price

In determining the subscription price, our board of directors considered a number of factors, including the likely cost
of capital from other sources, the price at which our stockholders might be willing to participate in the rights offering,
historical and current trading prices for our common stock, the terms of the Series A Preferred and our need for
liquidity and capital. In its review of these factors, our board of directors also reviewed a range of discounts to market
value represented by the subscription prices in various prior rights offerings of public companies. The subscription
price was established at a price of $21.50 per whole share of Series A Preferred.

Standby Purchase Commitment and Management Participation

In order to help ensure the success of the financing, Meson Capital LP, whose managing partner is Ryan Morris, one
of our directors, and Walter Schenker, another of our directors, have agreed to purchase shares of Series A Preferred
not subscribed for by other stockholders up to an aggregate amount of $1.15 million, less any amount they invest to
purchase shares upon exercise of subscription rights, including any rights they have purchased. Any such “standby”
purchase will be conditioned on the Company’s having received subscriptions of a minimum of $4 million from other
investors and will be made in a transaction separate from the rights offering at the same subscription price offered to
stockholders. We will pay no fees or other consideration in exchange for these standby commitments

A majority of the members of our board of directors and senior management have advised us they intend to exercise
the basic subscription privilege under rights received and that they also may exercise their over-subscription privilege
with respect to additional shares that become available for purchase. Their expressed intention does not constitute a
binding obligation on their part.

Method of Exercising Subscription Rights

You may exercise your subscription rights as follows:

1.Subscription by Registered Holders

You may exercise your subscription rights by properly completing and executing the rights certificate together with
any required signature guarantees and an IRS Form W-9 and forwarding it, together with your full subscription
payment for a whole number of shares of Series A Preferred, to the Subscription Agent at the address set forth below
under “Subscription Agent,” before the expiration of the rights offering.

2.Subscription by DTC Participants

We expect that the exercise of your subscription rights may be made through the facilities of the Depository Trust
Company. If your subscription rights are held of record through DTC, you may exercise your subscription rights by
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instructing DTC, or having your broker instruct DTC, to transfer your subscription rights from your account to the
account of the Subscription Agent, together with certification as to the aggregate number of subscription rights you
are exercising and the number of whole shares of our Series A Preferred you are subscribing for under your basic

subscription right and your over-subscription right, if any, and your full subscription payment.
-16-
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3.Subscription by Beneficial Owners

If you are a beneficial owner of shares of our common stock that are registered in the name of a broker, custodian
bank or other nominee, or if you hold our common stock certificates and would prefer to have an institution conduct
the transaction relating to the subscription rights on your behalf, you should instruct your broker, custodian bank or
other nominee or institution to exercise your subscription rights and deliver all documents and payment on your behalf
before the expiration of the rights offering. Your subscription rights will not be considered exercised unless the
Subscription Agent receives from you or such other party all of the required documents and your full subscription
payment (in good, cleared funds) by that date.

Delivery of Subscriptions

You should read the instruction letter accompanying the rights certificate carefully and strictly follow it. DO NOT
SEND RIGHTS CERTIFICATES OR PAYMENTS TO SEVCON. Except as described below under “Guaranteed
Delivery Procedures,” we will not consider your subscription received until the Subscription Agent has received
delivery of a properly completed and duly executed rights certificate and the full subscription amount, payment of
which has cleared. The risk of delivery of all documents and payments is borne by you or your nominee, not by the
Subscription Agent or us.

The method of delivery of rights certificates and payment of the subscription amount to the Subscription Agent will be
at the risk of the holders of subscription rights. If sent by mail, we recommend that you send those certificates and
payments by overnight courier or by registered mail, properly insured, with return receipt requested, and that a
sufficient number of days be allowed to ensure delivery to the Subscription Agent and clearance of payment before the
expiration of the rights offering.

Subscription Rights Held by Multiple Holders; Multiple Subscription Rights

If the underlying common stock with respect to which subscription rights are issued is held by more than one record
holder, the applicable offering documents must be signed by each such holder. If a holder or joint holders hold more
than one position in the company, as indicated by different accounts on the relevant record holder list, separate,
properly completed and executed subscriptions must be submitted for each such position held by that or those joint
holders.

Form of Payment

Cashier’s or certified check or bank draft drawn on a U.S. bank payable to “Bro