SARTH.I

August 07, 2024

To. x

K&P Law Associates,

#907, DLF Tower —A. District Centre,
Jasola, New Delhi - 110023

Kind Attn: Ms. Alisha Saini

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

This is in furtherance to our reply dated August 02, 2024 addressed to you, we hereby further submit that;
1. Based on the documents provided by the Company and after reviewing the Financial statement of the Company, we state

that the amount claimed by Sanmei is shown as below in the audited financial statements and the Restated Financial
Statements of the Company:

Patiular Audited Financials : Restated Financials
ot : Head Sub-Head - Head Sub-Head
Amount recognised in FY 2021-22 | Trade Payable Others Trade Payable Others

Sundry Balance Other Income Liabilities no longer

i i I
Amount Written off in FY 2022-23 | Other Income Wiback (Net) vequired-writter batk

[N

We further submit that, we have been informed by the Statutory Auditors of the Company that the audit of the Company
for FY24 for the period October 2023 to March 2024 is in progress. The Statutory Auditors of the Company have received
the documents and correspondence exchanged with respect to the alleged liability owed to Zhejiang Sanmei Chemical
Inc. Co Ltd (“Sanmei”) which has been written back in FY 2022-23 amounting to Rs. 949.85 lakhs, from the Company.
In continuation of the discussion with the management of the Company, the preliminary view of the Statutory Auditors
on the said transaction is as under:

“Points for consideration:

a) The said liability was recorded in FY21 and FY22 and written back in FY23 wherein the financial statements were
audited by the statutory auditor of the Company i.e. Doshi Praveen & Co., Chartered Accountanis.

b)  Audit for the period April 2023 to September 2023 and restatement of financials for the year FY21, FY22 and FY23
was carried out by the Statutory Auditors of the Company namely Mittal & Associates, Chartered Accountants.

Accounting treatment adopted by the Company for treatment of the transactions with Sanmei in FY23 are as
below:

Accounts of the Company for FY23 were not audited by the Statutory Auditors of the Company viz. Mittal & Associates,
Chartered Accountants and they are not in a position to opine on the Audit Report issued by the erstwhile statutory
auditors of the Company viz. Doshi Praveen & Co., Chartered Accountants, the financial statements and accounting
treatment of the same in the books of the Company under applicable Accounting Standards at that point of time.

For the purposes of DRHP, the Statutory Auditors had audited the restated financial statements prepared by the
management of the Company which included FY23 period as per SEBI ICDR Regulations which requires the audited
financial statements to be restated for the below stipulated areas:
i. Change in accounting policy;

ii. Prior-period error;

ili. Nop-provisioning, regrouping, other adjustments;

iv. Audit qualifications;

v. Change in estimates.
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Basis the representation received from the Company and placing the reliance on the Audit report of FY23 and post
evaluating of the treatment of said transaction under Indian Accounting Standard 101 First-time Adoption of Indian
Accounting Standards, the treatment of the said transaction with Sanmei was kept unchanged by the Statutory Auditor i.e
Mittal & Associates, Chartered Accountants.

The Accounting treatment that Mittal & Associates, Chartered Accountants, Statutory Auditors of the Company
propose to adopt in FY24:

During the audit of interim financial statements, till the signing date i.e. November 14, 2023, as informed by the
management there was no development in the said matter with Sanmei. Hence, no adjustments / disclosures were made
in the financial statements for liability with respect to Sanmei.

As informed to us by the management of the Company, post filing of DRHP for Issue, the Company has received multiple
correspondences from Sanmei on its claim which was written back by the Company in FY 2022-23. While as of now, no
insolvency proceedings have been initiated against the Company by Sanmei and concurrently, efforts are also underway
to resolve the dispute through negotiation and adherence to contractual terms, the Company intends to disclose this
liability in its March 2024 financial statements as contingent liability which is in accordance with IND AS 37 Provisions,
Contingent Liabilities and Contingent Assets.”

We further 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 disclosure was adequate at that time. However, the Form AOC-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 Rs.933.70
lakhs was suitably mentioned as miscellaneous other non-operating income in the XBRL format of Form AOC-4.
However, in the signed 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. We submit that the Company has adhered to the
requirement of Schedule III of the Companies Act, 2013 and has prepared its financials providing adequate disclosure.
The disputed amount which is the write back amount is not disclosed as Miscellaneous non-operating 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. 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 and were mentioned as “Liabilities no longer required written back™ under the head “Other Income™ of the DRHP.

We further submit that, Doshi Praveen & Co., Chartered Accountants who were the statutory auditors of the Company
and who had audited the financial statements of the Company for the Financial Year ended March 31, 2023 and issued
their audit report dated July 03, 2023 thereon have stated that the Company has adhered to the Accounting Standards
specified under Section 133 of the Companies Act, 2013 with reference to the write-back pertaining to Sanmei.

We trust the aforesaid fully clarifies the queries raised by you.

~ Please let us know if you require any further clarifications in this regard.
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