S ARTHI

August 02, 2024

To,

K&P Law Associates,

#907, DLF Tower —A, District Centre,
Jasola, New Delhi - 110025

Kind Attn: Ms. Alisha Saini

Sub : Proposed Initial Public offering of Stallion India Fluorochemicals Limited (“Company” or “Issuer”)
(“the Issue™).
Ref : Your letter dated July 27, 2024 addressed to the Securities and Exchange Board of India.

1. We refer to your letter dated July 27, 2024 (“the Complaint”) addressed to the Securities and Exchange Board
of India (“SEBI™).

2. We, Sarthi Capital Advisors Private Limited refer to the letter dated July 27, 2024 (“the Complaint™) addressed
by K&P Law Associates, Legal Representatives on behalf of Zhejiang Sanmei Chemical Industry Co., Ltd
(“Sanmei") to the Securities and Exchange Board of India (“SEBI") in relation to the Draft Red Herring
Prospectus dated March 20, 2024 (“DRHP”) filed by Stallion with SEBI in pursuance of the Issue.

3. Ourresponses 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 Lead Manager to the Offer. Based on our
discussions with the management of the Company and the representations made by them, it appears that the
contents of the Complaint are incorrect, riddled with factual errors, unsubstantiated allegations and damaging
imputations, misrepresentation of facts and an attempt to coerce Stallion and to wrongfully defame the image of
Stallion and appear either motivated by ignorance of the facts, malice or worse.

4. At the outset, based on our discussions with the management of the Company and the representations made by
them, 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 Sanmei’s devious
malicious intentions of coercing and arm-twisting Stallion for extracting additional business profit. Nothing
contained in the Complaint is admitted by us and we deny each and every allegation, contention, statement,
averment and claim made in the Complaint and all previous Complaints addressed by you to us.

5. We state that the contents of the Complaint are mere repetition of all earlier letters addressed by you to SEBI, the
Company and us.

6. With reference to paragraph 1 of the Complaint, we deny that there are several misstatements in the DRHP
particularly in reference to export/import transaction between the Company and Sanmei.

7. With reference to paragraph 2 of the Complaint, we repeat and reiterate the contents of our letters dated May
31, 2024, June 5, 2024 June 25, 2024, July 10, 2024 and July 25, 2024

8. With reference to paragraph 3 of the Complaint, we deny that there are any glaring accounting irregularities
in the books of accounts of Stallion pertaining to the transactions between Stallion and Sanmei.
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With reference to paragraph 4 of the Complaint, we deny that the claims of Sanmej have not been properly
accounted for by Stallion strictly as per the accounting principles in its books of accounts for the relevant
transaction period. Prior to filing of the DRHP, Sanmei had not filed any legal proceedings before any court of
law following issuance of notice dated December 02, 2021, under the provisions of the Insolvency and Bankruptcy
Code, 2016 despite of lapse of 20 months from the date of issue of notice on the date of signing of FY 2022-23
accounts. We may mention that till date also, no such proceedings are filed. Now post filing of the DRHP, Sanmei,
sensing an opportunity, escalated its disputes with the Company and the Company has received multiple
correspondences from Sanmei on its alleged claim which was written back by the Company in the financial year
ended March 31, 2023. We understand from the management of the Company that the Company will evaluate the
disclosure of this liability in its audited financial statements for the financial ended March 31,2024 as contingent
liability in accordance with IND AS 37 (Provisions, Contingent Liabilities and Contingent Assets) based on the
frequent disputes being raised by Sanmei, of late.

. With reference to the paragraph 5 of the Complaint, we state that it appears that the Company has adhered to

the requirement of Sehedule 11T of the Companies Act, 2013 aud lias prepared Its financials providing adequate
disclosure. The write back amount is not disclosed as Miscellancous non-operaling income, rather, it is disclosed
clearly as “Liabilities no longer required written back” as part of the Other Income note in the restated financial
statements which forms part of the DRHP filed with SEBI. Kindly note that these restated financial statements
are restated in accordance with the SEBI ICDR Requirements. We also submit that the audited financial
statements of the Company in respect of the financial year ended March 31, 2023 showed the income resultant of
write-back as “Sundry balance w/back (Net)’, as the management of the Company was of the view that the said
disclogure wan adequate al thal Le. However, the I'orm AUC-4 XBRL reflects the same as miscellaneous non-
operating Income as there was no column to mentioned “Sundry balance w/back (Net)’ and the XBRL software
would not allow to proceed with filing the form without mentioning a figure in the suitable column. Therefore,
other income of Rs.7.65 lakhs along with “Sundry balance w/back (Net) of Rs.926.05 lakhs aggregating to
R$.933.70 lakhs was suitably mentioned as miscellaneous other non-operating income in the XBRL format of
Form AOC-4 However, in the si gned audited financial statements of the Company in respect of the financial year
ended March 31, 2023, the amounts are classified appropriately under Notes 15 and 16. The Restated Financial
Statements were required to be the financial statements of the Company restated in accordance with the SEBI
ICDR Regulations and were required to comply with newly adopted Indian Accounting Standard. The Restated
Financial Statements were also required to be such that the prospective investors of Stallion are provided with
additional information to make informed decision regarding investment in Stallion. Hence, write back amount
being a material amount has been disclosed as separate line item.

- With reference to paragraph 6 of the Complaint, we deny that the matter needs to be referred to any Expert

Committee of Institute of Chartered Accountants of India or any other expert body in this field to check or re-
confirm the financial entries made by the Company in its books of accounts. Further, we state that there is no
requirement for Stallion to make disclosures/restate the accounts as per opinion of the Institute of Chartered
Accountants of India / other expert body, in the interest and protection of the common investors and participants
of capital market. We state that the accounts of Stallion have been prepared by its Statutory Auditors who are
persons of independent judgement, standing and repute and they have put forth their professional opinion on the
books of account of the Company after following due procedures.

With reference to paragraph 7 of the Complaint, we state that your allegation that an oversight has occurred
in SEBI granting Stallion its final observations on the DRHP are utterly false and despicable. We state that Stallion
is in compliance with all the requirements of SEBI (ICDR) Regulations and SEBI has accordingly granted Stallion
it’s final observation keeping the investor interest in mind. We reiterate that we have performed appropriate due
diligence and cnsured cumpliance of the DRHP with the SEBI ICDR Regulations and deny that any mandatory
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due diligence is kept on the back burner in the present matter. We state that all such claims of Sanmei are without
basis and made only to extract additional business profit from Stallion.

. With reference to paragraph 8 of the Complaint, based on the information provided by Stallion, we understand
th

t the claim of USD4,11,150.00 (US Dollars Four Lakh Eleven Thousand One Hundred Fifty Only) towards

delay in providing the relevant shipping line and contract number and the same had caused Stallion to incur heavy
ground rent and also liability to shipping company against its bank guarantee bond. Your clients’ claim as regards
adjustment of a sum of USD 210,000.00 [US Dollars Two Lakh Ten Thousand Only] are false, concocted

had verbally offered that if Stallion returns the empty containers then this deposit of USD 210,000.00 [US Dollars
Two Lakh Ten Thousand Only] can be reduced from outstanding claims against Stallion by Sanmei. Sanmei and
the representatives of K&P Law Associates were shocked when they realized that 27 tanks had already been
returned to Sanmei and only 10 tanks remained in India and that too because Sanmei, due to high return freight
rates in that period, deliberately did not provide return freight contract number and shi pping company details with
whom Sanmei has a contract to Stallion. Accordingly, these containers were stuck in India until Sanmei provided
the details for enabling their return. Stallion had demonstrated to Sanmei that the containers are incurring very
high ground rent causing a loss to Stallion and are also blocking release of the liability under the Bond Bank
Guarantee (for the value of the 1SO Tank) that was given by Stallion to the shipping company for the safeguard

. We also understand that any delay in the return of empty containers is due to delays by Sanmej in providing the

relevant information as stated above and due to the COVID-19 lockdown period wherein a force majeure had also
been declared by Stallion by way of issuance of a notice to Sanmei in April 2021. Therefore, any claim of Sanmei

With reference to pa ragraph 9 of the Complaint, we repeat and reiterate that based on the information obtained
from the Company and its Statutory Auditors, it appears to us that the said liability pertaining to your clients was
written back in FY 2022-23, where the books of accounts were prepared and maintained in accordance with the
Accounting Standards (Previous GAAP) then applicable. It also appears that the write back was made relying on
the paragraph 52 of the Accounting Standard 29 replicated below for ease of reference:

Paragraph 52 of the Accounting Standard 29
“Pravisions should be reviewed ut euch balance sheet date and adjusted to reflect the current best estimate. Ifit

(5]
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is no longer probable that an outflow of resources embodying economic benefits will be required to settle the
obligation, the provision should he reversed.

The line of reasoning that were relied on are as under:

a. Existence of dispute,

b. No legal proceeding initiated by Sanmei following issuance of notice dated December 02, 2021, under the
provisions of the Insolvency and Bankruptcy Code, 2016 despite of lapse of 20 months from the date of issue
of notice on the date of signing of FY 2022-23 accounts.

C.  SANMEI has been silent about the matter for almost 20 months as of the signing date of FY23 books.

d. Inview of the management, the probability of an outflow of resources embodying economic benefits is 0%,
Additionally, there exists a potential counterclaim that the Company could initiate against Sanmei for loss of
business.

Hence, the writc back was approved by the management of the Company.

In relation to treatment of write backs as contingent liabilities, the Company placed reliance on above discussion
and is of the view that there is no possible obligation that is required to be settled in future. We deny that the said
write back has no legal standing as the AS 29 (Provisions, Contingent Liabilities and Contingent Asset) does not
deal with derecognition of (inancial instruments.

16. Further, we state that the Company has adopted Indian Accuunting Standards (Ind AS) w.ef. April 01, 2023, and

has consistently applied these standards for al] the reported previous periods including but not limited to FY 2022-
23 as if they were in existence since commencement of such period as per the guidance provided in Ind AS 101
First-time Adoption of Indian Accounting Standards with mandatory exceptions and exemptions as allowed under
the said Ind AS.

17.0n conversion of Previous GA AP financials to Ind AS complied financials, the Company has relied on the critical

guidance provided on “Mandatory Exception” in Ind AS 101 Paragraphs 14-17 of Ind AS 101 deal with mandatory
exception with regard to ‘estimates’. As per paragraph 14 of Ind AS 101, an entity’s estimates in accordance with
Ind AS at ‘the date of transition to Ind AS’ or ‘the end of the comparative period presented in the entity’s first Ind
AS financial Statements’, as the case may be, should be consistent with estimates made for the same date in
accordance with previous GAAP unless there is objective evidence that those estimates were in error, However,
the estimates should be adjusted to reflect any differences in accounting policies.

18.In case of the Company’s restated Ind AS financials statements filed with SER] as part of DRHP, the transition

date for Ind AS adoption is April 01, 2022, and the comparative periods are FY 2021-22 and FY 2022-23. Hence,
in these periods the Company has applied exception as provided in Ind AS 101 on estimated outflow with respect
to the disputed dues and no modifications were made to the write back figures in absence of any objective evidence

2023 and non-existence of any objective evidence of error, the Company relied on the circumstances that existed
as on the date of signing March 2023 financials and no changes were carried out in the stub period September 2023
financials.

19.1t may be further noted that in accordance with Ind AS 109 — Financial Instruments, Paragraph 3.3 Derecognition

of financial liabilities, the Company on conversion of Previous GAAP financials to Ind AS financials has relied

upon circumstances existed during the preparation of financials statements under Previous GAAP and the
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discussion noted during the write back and concluded under Ind AS 109 the financial liability derecognized under
previous GAAP need not to be re-recognised under Ind AS, as the liability stands extinguished in absence of any
further action from the SANMEI’s end.

We understand that your clients have not raised any disputes on the earljer financial statements of the Company
filed with the Registrar of Companies and the present grievance on the accounting treatment is raised afier the
filing of the DRHP, simply to cause nuisance to the Company and with an ulterior motive to derail their Issue
process.

also state that there is no requirement/reason to keep any process in abeyance, in respect of the Observation Letter
issued on July 18, 2024 by SERBI, ta Stallion as per the guidelitics in (e Interedt oljustice and protection of comman
investors and participants nf capital marleeta,

We have clarified all concerns raised by you in the Complaint and the previous letters/complaints addressed to
SEBI and to us in relation to the Issue, We therefore request you to cease and desist from making any [urther false
allegations against us.

- We tciterate thay the fact that Sanmed not approachud any relevant forum to ohfain reliefs as sought by them but

are choosing to simply wiite letters to us evidences that their claims are baseless and that they have no real grounds
to claim the concocted reliefs. Your repeated letters to us simply exhibit that your clients only have a view to
cause nuisance and there is no real interest in protection of rights of common investors. We request you to cease
from exchanging any further correspondence with us and with SEBI on the subject matter of the Complaint.

We trust the aforesaid fully clarifies the matter.

Yours faithfully

For Sarthi Capital Advjssm g ¢ Limited

Taher Engineer :
Compliance Officer®

C.C.

Wi

Securities and Exchange Board of India
Corporation Finance Department,

SEBI Bhavan, Plot No. C4 — A,

“G” Block, Bandra Kurla Complex,
Bandra (East), Mumbai 400 051,

Attn: Ms. Shivani Gupta



