ABEGLDIATES

To, July 03, 2024

Sarthi Capital Advisors Pvt. Ltd.
401, 4th Floor, Manek Plaza,
167, Vidyanagari Marg,

Kalina, Santacruz (E),

Mumbai, Maharashtra-400098.

Tel No.: +91 22 2652 8671/ 72
Email: compliance@sarthiwm.in

Kind Attn:  Mr. Taher Engineer, Compliance Officer and Mr. Deepak Sharma

Reference : (1) Our complaint dated 23.05.2024
(2) Your Reply dated 31.05.2024
(3) Our Rejoinder dated 03.06.2024
(4) Your reply dated 05.06.2024
(5) Our 2nd Rejoinder dated 07.06.2024
(6) Our Letter dated 20.06.2024
(7) Your Reply dated 25.06.2024

Sub: Misstatements and non-disclosure of correct facts in the Draft Red
Herring Prospectus [DRHP] dated 18.12.2023 and 20.03.2024 submitted
by “Stallion India Fluorochemicals Ltd.”.

Sir,

We are in receipt of your reply dated 25.06.2024, addressed by you in response to our Letter
dated 20.06.2024, addressed by us to you in continuation of the ongoing correspondence
with  SEBI pursuant to our original complaint dated 23.052024 and subsequent
correspondence with you in connection with the several misstatements of facts in the DRHP
made by “Stallion India Fluorochemicals Ltd.” (hereinafter referred to as 'STALLIONY)
concerning the admitted commercial transactions with ‘Zhejiang Sanmei Chemical Industry
Co., Ltd." (hereinafter referred to as "SANMEL").

Our Preliminary Objections are as under:

a) Atthe outset it is stated that in your initial responses, you had specifically refrained from
giving specific response to the averments made in complaint dated 23.05.2024 under the
pretext that you being the ‘Book Running Lead Manager [BRLM] to the Issue are an
impartial entity and are not authorized to take any view or adjudicate upon the disputes
between the STALLION and SANMEI. However, in what constitutes a complete volte-
face, a bare perusal of your reply dated 25.06.2024 and the averments made therein
makes it apparent that your actions are grossly biased as you have conveniently relied
upon the selective and wrong facts provided by STALLION to you and it appears that
you are merely acting on their behalf and under their instructions. The sea change in the

~ «tenor adopted by you as also the contentions raised by you in the reply dated

) 25.06.2024 sheds light on the fact that you are acting at the behest of STALLION, and
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you have failed and neglected to conduct due diligence in the affairs of STALLION in an
impartial and judicious manner.

b) Significantly, as per your own admission, you, not being privy to the agreement or
transactions between STALLION and SANMEI as also not being the appropriate
authority to decide on our Complaint, neither have any locus nor any competence to
determine whether our Complaint dated 23.05.2024 is true on merits or is based on false
surmises. As mentioned previously, the said Complaint was not against you and was
addressed to you to bring to your attention the true and complete facts which have been
deliberately omitted by STALLION in respect of the transaction with SANMEI as also
with the intent that you would conduct due diligence of the financial records of
STALLION to safeguard the prospective investors, which you have clearly failed to do.

c) However, to our utmost shock, rather than conducting due diligence of records of
STALLION, you have attempted to adjudicate the merits of the Complaint and appear to
be more concerned for STALLION’s reputation, which gives the categorical impression
that your reply is' motivated and you are acting at the behest of STALLION. It is
incomprehensible how you, admittedly only being the BRLM of STALLION, can be aware
of SANMEI’s malicious intentions, their alleged arm-twisting tactics to deter issue and to
create nuisance for STALLION, when you have as an entity never dealt with SANMEI
before and have had no role to play in the transactions between STALLION and
SANMEIL It is clear that you have sought to cast aspersions on SANMEI in order to
distract from the actual issue at hand and scuttle the complaint filed by SANMEI. It may
also be relevant to reiterate that had the disclosures made by STALLION been above
board and satisfactory, there would have been no occasion to revise the disclosures
pursuant to our complaint and subsequent correspondence.

d) Without prejudice to the fact that you have no authority or locus to comment on the
merits of the complaint filed by SANMEI!, it may not be out of place to mention that
SANMEI not having initiated any legal proceedings so far cannot ipso facto fead to the
conclusion that SANMELl's complaint is false or concocted and does not have any
bearing upon the merits of the case. It is thus reiterated that that STALLION is not
absolved of its contractual obligations and liability to pay the outstanding sum of
SANMEL In this regard, it may also bear mention that SANMEI did not initiate any legal
action against STALLION as STALLION had been repeatedly making verbal assurances
stating that it will make the outstanding payment. In fact, STALLION’s mala fides are
clear from the fact that having made assurances for making the outstanding payment to
SANMEI throughout this period, it is only after a lapse of 2 years and significantly, only at
the time of initiation of process of the IPO that STALLION addressed a reply dated
20.12.2023 to our statutory Demand Notice dated 02.12.2021 under the provisions of
Insolvency and Bankruptcy Code, 2016. Had there been any genuine claim or dispute of
STALLION, it would not have taken them 2 years to reply to the aforesaid Demand

N Notice dated 02.12.2021. It is clear that the reply dated 20.12.2023 was issued under
> < legal advice in an attempt to create a charade of there being no breaches on the part of
~ STALLION at the time of initiation of process of the IPO.

2
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Our response to your para-wise reply is as under. Pertinently, no averments made in your
reply should be deemed to be accepted or admitted for specific non-traverse, particularly
inasmuch as our para-wise response will be strictly restricted to Fmancual entries and
Accounting aspects:

1.

In response to para 1-4 of your reply, it is denied that there are no misstatements made
by STALLION in the DRHP regarding the commercial/financial transaction between
STALLION and SANMEL It is stated that the contents of our Complaint dated
23.05.2024 are correct and clearly expose the misstatements made by STALLION in the
DRHP. In fact from your evasive replies and responses, it is apparent that you have
failed to adopt an impartial stance on the affairs of STALLION and have not verified the
books of accounts and thus, the true and fair picture regarding the transactions between
STALLION and SANMEI has not been reflected in the DRHP till date.

In response to Para 5 of your reply, it is reiterated that the DRHP contains several
misstatements concerning the transactions between STALLION and SANME! and thus it
is wrong to suggest that adequate and appropriate disclosures of the alleged disputes
between ‘STALLION’ and ‘SANMEI’ have been made in accordance with SEBI (Issue of
Capital and Disclosure Requirements) Regulations, 2018 [SEBI ICDR Regulations]. It is
reiterated that you have failed to carry out proper due diligence into the books of
accounts of STALLION concerning the transactions with SANME! and the same is
evident from your responses. Vide your present reply you are once again trying to shirk
away your obligations to carry out due diligence and verify the accounts of STALLION in
an impartial manner on the ground that the Statutory Auditors have verified the accounts
regarding transaction between STALLION and SANMEI. You will appreciate that SEBI
has time and again stipulated that the BRLM shall have the right to call for any reports,
documents or information necessary from the Company to enable them to verify that the
statements made in the DRHP or the final Prospectus are true and correct and not
misleading. However, while seemingly being willfully blind, you are clearly acting at the
behest of STALLION.

In reply to Para 6-7 of your reply, it is reiterated that the intention of SANMEI is not to
obstruct the 1PO of STALLION but to bring to the notice of the concerned authorities the
misstatements made in the DRHP. Further, in response to your reply dated 05.06.2024,
we had vide our Rejoinder dated 07.06.2024, specifically requested you to provide the
details of the explanations, if any, sought by you from STALLION as to the accounting
treatment pertaining to the notional loss claimed to have been suffered by STALLION. It
appears that treatment of the entries of alleged notional loss and / or contingent liability
pertaining to the claims of SANMEI does not find any reference or mention in the books
of STALLION. Evidently, you have failed to give any response to our Rejoinder dated
07.06.2024, and therefore we were constrained to, vide Letter dated 20.06.2024, once
again request you to carry out an impartial and proper due diligence of books of
accounts and affairs of STALLION.

In response to Para 8 of your reply, it is stated that the manner in which the accounting
details of STALLION has been mentioned in the DRHP by you shows the casual
approach being adopted while allegedly putting forth the purportedly correct accounting

< “entries and financial information of STALLION and the same is evident from a bare
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analysis of the Financial Accounts of STALLION for the relevant period, which are as
under:

Particulars Amount (Rs.)
PBT 2,428.91 Lakhs
Less: Miscellaneous Non-Operating Income 913.58 Lakhs
Net PBT-excluding Misc. Non-Operating Income | 1,515.33 Lakhs

In this regard, referring to IFRS/IND AS and drawing a reference, we would like to
mention that: -
According to point number AG4 of definition of Financial Assets and Financial Liability
of “Appendix A of Application Guidance Ind AS 32 Financial Instrument: Presentation’,
examples of financial liability representing a contractual obligation to deliver cash in
future are:
Trade accounts receivable and payable;

Further, according to para 3.3.1 of “Ind AS-109-Financial Instruments” that deals with
Derecognition of financial liabilities:

"An entity shall remove a financial liability (or a part of a financial liability) from its
balance sheet when, and only when, it is extinguished- i.e. when the obligation
specified in the contract is discharged or cancelled or expires.”

Furthermore, as we observed from the financial statement of STALLION, the amount
written off / back considered as Miscellaneous Non-Operating Income for Rs.913.58
Lakhs is against the losses incurred by STALLION. It is a questionable fact which needs
to be looked into as to how an amount of loss incurred by STALLION can be exactly
equal to the total amount of Rs.913.58 Lakhs payable by STALLION to SANMEL.

Assuming and without admitting that the Trade Payable written back under
Miscellaneous Non-Operating Income are correct, your kind attention is invited to
“Guidance Note on Division I-Non Ind AS Schedule 1ll to the Companies Act, 2013, point
number (i) of para 8.8.7, Conlingent Liabilities”. Since the Trade Payable is under
dispute, the same shall be classified as:

(a) Claims against the company not acknowledge as debt;

(b) Guarantees;

(c) Other money for which the company is contingently liable

In the light of above, STALLION should have atleast disclosed the equivalent amount of
Rs.913.58 Lakhs as contingent liability in the Financial Statement of the relevant year,
which has not been done so by them.

Furthermore, in regard to the disclosure of the aforesaid disputed amount, it has been
observed that the amount of liability written back which is shown under ‘Other Income’ in

/«( the Profit & Loss Account should have been disclosed in a separate available section as

~Liability written off”, whereas the same has been entered by STALLION under the
head “Miscellaneous other non-operating income”, Further, “Guidance Note of
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Division I- Non Ind AS Schedule Il to the Companies Act, 2013" stipulates that Trade
Payable Ageing Schedule should be disclosed for any amount payable in the category of
disputed debts with aging of the dues in a tabular manner. For your convenience the
said table is reproduced hereinbelow:-

Trade Payables ageing schedule:

(Amount in Rs.)

Particulars Outstanding for following period from due date of
payment#

Less than 1 1-2 years 2-3 years More than 3 Total

year years

(i) MSME

(i) Others

(iif) Disputed
Dues

MSME
(iv) Disputed
dues

(v) Others

Thus, instead of writing off / back, the amount should have been shown under item “(iv)
Disputed Dues” by STALLION, which has been overlooked by you while conducting due
diligence of the records of STALLION.

vi. Furthermore, at the point number (i) of the Auditors’ responsibility for the audit of the
financial statement, the report states that STALLION has disclosed the impact of
pending litigation on its financial positions under its Financial Statements whereas, such
disclosure could not be found in the Audited Financial Accounts. In view of the above,
reasonable grounds are made out fo prima facie believe that violations of accounting
principles have been committed and therefore SEBI may exercise powers vested under
the SEBI Act to take measures to undertake inspection of Books of Accounts of a public
company which intends to get its securities listed on any recognized stock exchange
and also may direct an investigation into the matter and / or refer the matter to the
Expert Advisory Committee (EAC) of the Institute of Chartered Accountants of India
(ICAl), which is the supreme body giving authoritative guidance in the form of opinions
on matters relating to application and implementation of accounting and auditing
standards and other pronouncements comprising generally accepted accounting and
auditing principles, to look into treatment of transaction/disputes between STALLION
and SANMEI. The Guidance may please be considered by you, under intimation to the
undersigned, in the interest of prospective investors/public.

5. Inresponse to Para 9 of your reply, it is reiterated that prima facie there exists glaring
accounting irregularities and misstatements in the books of accounts of STALLION
pertaining to the transaction occurred between STALLION and SANMEI and STALLION
has failed to give a proper response thereto, exhibiting that the books of accounts does

. not reflect correct and fair picture of the state of its affairs. It is further stated that the
main concern is not to give purported comfort to SANMEI by amending the relevant

/Jortxons of disclosures made in the DHRP but the fact that STALLION is duty bound to
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give a true and fair picture of its affairs in its books of accounts regarding the
transactions with its suppliers like SANMEI and you are also duty bound under your
professional ethics to ensure that correct and true information is made available to the
public at large in respect of the financials of STALLION.

6. In view of the aforesaid, you being the BRLM to the proposed Issue, are once again
requested to carry out an impartial and proper due diligence of books of accounts and
affairs of STALLION for protection of interests of common investors and capital
markets.

AdvOshte
For K & P LLaw Associates

Copy to:

1. The Chairperson
Securities and Exchange Board of India (SEBI)
Plot No.C4-A,'G' Biock, Bandra Kurla Complex,
Bandra (East), Mumbai-400051,
Maharashtra.

2. Mr. Rajesh Kumar Dangeti, Chief General Manager,
Corporate Finance Department
The Securities and Exchange Board of India [SEBI]
Plot No.C4-A, 'G' Block, Bandra-Kurla Complex,
Bandra (East), Mumbai, Maharashtra-400051.
Email : rajeshkd@sebi.gov.in

3. Ms. Shivani Gupta, Assistant Manager,
The Securities and Exchange Board of India [SEBI]
Corporate Finance Department
RAC-Division of Issue and Listing-1l
SEBI Bhavan, Plot No.C4-A, 'G' Block,
Bandra-Kurla Complex, Bandra (East),
Mumbai, Maharashtra-400051.
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