S ARTHI

June 25, 2024

K&P Law Associates,
#907, DLF Tower — A,
District Centre, Jasola,
New Delhi-110 025,
India.

Kind Attn: Ms. Alisha Saini

Sub : Proposed Initial Public offering of Stallion India Fluorochemicals Limited (“Company/Issuer”).
Ref :  SERI Email dated June 21, 2024 along with your letter dated June 20, 2024.

1. We, Sarthi Capital Advisors Private Limited refer to the letter dated June 20, 2024 addressed by you on behall
of Zhejiang Sanmei Chemical Industry Co., Ltd (“Sanmei") to us and also forwarded to the Securities and
Exchange Board of India (“SEBI") in relation to the Draft Red Herring Prospectus dated -March 20, 2024
filed by Stallion with Securities and Exchange Board of India in pursuance of the Issue.

N

Our responses below to the Complaint are based on the information and documents produced before us by
Stallion in the course of the services rendered to them as book running Icad manager to the Issue. It appears
that the contents of the Complaint are incorrect, riddled with tactual errors, patent absurdities, unsubstantiated
allegations and damaging imputations, misrepresentation of facts and a blatant attempt to coerce Stallion and
to wrongfully defame the image of Stallion and appear either motivated by ignorance of the facts, malice or
worse.

3. At the outset, we deny each and every allegation and statement made by Sanmei in the Complaint and we
hereby contest the contents of Complaint, as being totally false, fabricated, concocted and baseless and exhibit
Sanmer’s devious malicious intentions of coercing and arm-twisting Stallion for extracting additional
business profit.

4. With reference to the opening paragraph of the Complaint, we deny that there have several misstatements of
facts in the DRHP with respect of any admitted commercial transactions of Sanmei with Stallion.

5. With reference to the paragraph 1 of the Complaint, we state that we have made adequate and appropriate
disclosure of the disputes between Sanmei and Stallion in accordance with the requirements of the Securities
and Exchange Board of India (Issue of Capital and Disclosure Requirements) Regulations, 2018 (“SEBI
ICDR Regulations”). We deny the allegation that we have not exercised due diligence and verified the books
of account and relevant documents particularly pertaining to the transaction between Stallion and Sanmei.
We state that verification of the books of account is the responsibility of the Statutory Auditor of the Company
and basis their verification and based on our understanding of the same, we have made disclosures regarding
the transactions between Sanmei and Stallion in the DRHP.

6. We state that while Sanmei had issued a notice dated December 02, 2021 under the provisions of the
Insolvency and Bankruptcy Code, 2016 demanding payment of alleged operational debt to Stallion, despite
a lapse of 2 years from such issuance Sanmei has not initiated any legal proceedings before appropriate courts
agitating their grievance. The fact that Sanmei has not filed any legal proceedings against Stallion clearly
indicates that Sanmei’s claims made are false, wrongful and concocted and that Sanmei is fully aware that
they will not be able to obtain the reliefs sought by them before any court. However, under guise of thelr
fictitious claims they are now aiming to deter the Issue process and create nuisance for Stallion :
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false complaints to the Securities and Exchange Board of India, which is not the appropriate forum for seeking
any such reliefs.

With reference to paragraphs 2 and 3 of the Complaint, we state that in the letter dated June 7, 2024 addressed
to us, Sanmei has made high-handed and frivolous demands from us to provide explanations pertaining to
accounting treatment, books of account and other records of Stallion and expressed a grievance regarding
non-disclosure of certain information pertaining to return of tanks. We state that we have made adequate
disclosure of material information pertaining to the disputes between Sanmei and Stallion as per the
requirements of the SEBI ICDR Regulations. In any event, Sanmei has not instituted any legal proceedings
against Stallion even after lapse of more than two years after issuing the notice dated December 02, 2021
under the provisions of the Insolvency and Bankruptcy Codc, 2016 demanding payment of alleged operational
debt to Stallion. As regards verification of the books of accounts and other relevant documents, we have relied
on the examination reports of the Statutory Auditors of Stallion on its financial statements and our review of
relevant documents and made disclosures as per the same in the DRHP. Any grievance that Sanmei may have
regarding the books of accounts of Stallion including in relation to the notional loss and import transactions
ol gouds, il any, should be agitated before the appropriate forum and not before SEBI. We state that we have
fully complied with our duty as book running lead manager to the Issue and have conducted impartial and
proper due diligence. We have relied on the experts viz. the Statutory Auditors of Stallion as regards the
preparation and contents of the financial statements of Stallion and made disclosures in the DRHP basis our
understanding of such financial statements read with other relevant documents.

With reference to paragraph 4 of the Complaint, we deny that there are any irregularities in the books of
account of Stallion. We state that post due deliberations and reconciliations, Stallion had taken a decision to
write back an amount of INR 913.58 Lakhs pertaining to the Financial Year 2022-2023, as reflecting under
income side of the Profit & Loss account under the heading "Other Income - Liabilities no longer required
written back" of Financial year 2023.

With reference to paragraph 5 of the Complaint, we state that there are no glaring accounting irregularities in
the financial statements of Stallion in the DRHP.

With reference to paragraph 6 of the Complaint, we state that till date, Sanmei has not filed any legal
proceedings againat Stallion for recovery of any amount from Stallion much less the purported operational
debt. This clearly evinces that the Sanmei is aware that its claims are wrongful and improper especially in the
light of its own failure to make complete and timely supply of products. Rather, by filing such false Complaint
with SEBI, Sanmei is trying to arm-twist Stallion to make payment to it under false pretences and by
maliciously attempting to obsttuct aud delay the iuitial public offer of tie equily shares of Stallion. We slale
that we have carried out adequate diligence ot Stallion and made appropriate disclosures in the DRHP as
regards the disputes between Stallion and Sanmei. To provide comfort to Sanmei, though not neccaanry,
Stalllon has also proposed to amend the disclosure subject to the approval ot SkBI and Stock kxchanges
regarding the such disputes in the DRHP in manner given below:
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(A) Revised disclosure under Risk Factor chapter:

13. Zhejiang Sanmei Chemical Industry Co. Ltd. (Sanmei) have issued a notice through its Legal
representative demanding USD 12,51,290.00. We are actively taking steps to respond
appropriately to the notice issued by Sanmei and are prepared to defend our position in any legal
proceedings.

The company and Sanmei have had multiple contracts in the past for supplying gases. In 2021, the
company entered into more contracts with Sanmei to supply different refrigerants like R410a, R32,
R407C, etc., which were delivered in returnable ISO-Tanks.

Hawever, there's was a disagreement hetween the campany and Sanmei. Sanmei's legal representatives
therefore escalated the issue by sending a demand notice on December 02, 2021, under the Insolvency
and Bankruptcy Code, 2016, demanding $12,51,290.00. However, there is no further proceedings.

The company responded to Sanmei's notice dated December 02, 2021 via email on December 23, 2023
claiming that Sanmei failed to fulfill contractual obligations by not supplying gases as agreed. The
company disputes any debt and will defend against any legal action from Sanmei. Later, the company
received a rejoinder notice from Sanmei's advocates on January 08, 2024.

The issue/claim/counter-claim between the two parties is ongoing, and as of now, no proceedings are
filed in any court of law and not under International court of Arbitration. However, if any legal
proceeding is initiated against the company by Sanmei then that may result in adverse effects on the
financial condition of the company.

(B) Revised disclosure under Outstanding Litigations and Material Developments chapter:

“The Company and Zhjiang Sauci Cliciical Industty Cu. Lid ("Satuiel"y liave previously engaged In
confractial agrerments for the supply of varinns gases. Tn 2021, additional contracts were entorod into
between the Company and Sanmei for the supply of different refrigerants, such as R410a, R32, R407C,
which were tn he snpplied in retirnahle 1SN-Tanks,

A claim/counter-claim has arisen between the Company and Sanmci, prompting lcgal action from
Sanmei's legal representatives. On December 02, 2021, Sanmei's legal representatives issued a formal
notico under the provisions of the Insolvency and Bankruptey Cude, 2016 ("IBC, 2016"), asserling 4
claim amounting to $12,51,290.00 against the Company.

The company responded to Sanmei's notice dated December 02, 2021 via email on December 23, 2023
claiming that Sanmei failed to fulfill contractual obligations by not supplying gases as agreed. The
company disputes any debt and will defend against any legal action from Sanmei. Following the
Company's response, Sanmei's legal representative’s sent a rejoinder notice dated January 08, 2024. It is
to be noted that despite the exchange of communications between the parties, no formal insolvency
proceedings have been initiated against the Company as on the current date no proceedings are filed in
any court of law and neither under International court of Arbitration.”
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You may please note that such revision is done only with a view to make the disclosure more comprehensive,
though earlier version was with sufficient details to make the prospective Investors aware about the ongoing

dispute between Sanmei and Stallion.
We trust the aforesaid fully clarifies your doubts.
Yours faithfully

For Sarthi Capital Advisors Private Limited

Taher Engineer
Compliance Officer

cc.
CC:

Mr. Rajesh Kumar Dangeti, Chief General Manager
Securities and Exchange Board of India

Corporation Finance Department

RAC-Division of Issue and Listing —II

SEBI Bhavan, Plot C4-A, G Block, Bandra Kurla Complex,

Bandra (East), Mumbai - 400051.




