To, July 27, 2024

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

ARajesh Kumar Dangeti,

ief General Manager,

Corporate Finance Department

The Securities and Exchange Board of India [SEBI
Piot 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-Ii
SEBI Bhavan, Plot No.C4-A, 'G' Block,
Bandra-Kurla Complex, Bandra (East),
Mumbai, Maharashtra-400051.

Subject: Complaint dated 23/05.2024 made to SEBI against “Stallion
India Fluorochemicals Ltd.” in respect of the Misstatements
in the Draft Red Herring Prospectus [DRHP] dated
20.03.2024 and the Observation Letter issued by SEBI on
18.07.2024.

Reference: Several correspondences exchanged between the office of
undersigned with Book Running Lead Manager [BRLM] to
the Issue and “Stallion India Fluorochemicals Ltd.” and the
Observation Letter issued by SEBI on 18.07.2024.

Dear Ma'am / Sir,

We act and are concerned for ‘Zhejiang Sanmei Chemical Industry Co., Ltd.’
(hereinafter referred to as 'Sanmei') having its address at: Huchu Wuyi County
Zhejiang Province, China. Under the instructions of ‘Sanmei’, we would like to
state as under:

1) It is submitted that the initial complaint dated 23.05.2024 was addressed
" by ‘Sanmei’ to Investigations Department (IVD), The Securities and
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Exchange Board of India [SEBI] in connection with the several
misstatements made in the DRHP dated 20.03.2024 submitted by Stallion
India Fluorochemicals Ltd. [formerly 'Stallion India Fluorochemicals Pvt.
Ltd.] [hereinafter referred to as ‘Stallion’], particularly in respect of the
export/import transactions between SANMEI and STALLION.

2) We understand that the said complaint was duly referred to the ‘Sarthi
Capital Advisors Pvt. Ltd.” being BRLM of the Issue and STALLION by
SEBI and consequently several communications were exchanged between
the office of the undersigned, BRLM and STALLION, copies of which were
marked to your good offices also, details of which are as under:

S.No. Communication Addressed Addressed To

Dated From

a) Initial complaint dated | Advocates of | SEBI with copy marked to
23.05.2024 SANME! BRLM

b) Reply dated BRLM Advocates of SANMEI with
31.05.2024 copy marked to SEBI

€) 1st Rejoinder dated| Advocates of | BRLM with copy marked to
03.06.2024 SANMEI SEBI

d) Reply dated BRLM Advocates of SANMEI with
05.06.2024 copy marked to SEBI

€) 2nd Rejoinder dated| Advocates of | BRLM with copy marked to
07.06.2024 SANMEI SEBI

f) Letter dated | Advocates of | BRLMN ** e ta
20.06.2024 SANMEI Yl

g) Reply dated BRLM Advocates of SANMEI with
25.06.2024 copy marked to SEBI

h) Reply dated STALLION Advocates of SANMEI
27.06.2024

i) 3rd Rejoinder dated| Advocates of | BRLM with copy marked to
03.07.2024 SANMEI SEBI
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i) 1st Reply dated | Advocates of STALLION
06.07.2024 SANMEI

K) Reply dated BRLM Advocates of SANMEI with
10.07.2024 copy marked to SEBI

) 2nd Reply dated STALLION Advocates of SANMEI
10.07.2024 with copy marked to SEBI

m) 4th Rejoinder dated| Advocates of | BRLM with copy marked to
16.07.2024 SANMEI SEBI

n) 2nd Reply dated | Advocates of STALLION with copy
19.07.2024 SANMEI marked to SEBI

0) Reply dated BRLM Advocates of SANMEI
25.07.2024

p) 3rd Reply dated STALLION Advocates of SANMEI
25.07.2024 with copy marked to SEBI

We are enclosing herewith a compilation of all the afore-mentioned
communications for convenience and for your ready reference. Therefore, the
averments of the aforesaid correspondences are not being repeated herein for
the sake brevity and prolixity.

3)

4)

As you are well aware that SANMEI has highlighted several issues,
particularly on the aspect of prima facie glaring accounting irregularities in
the books of accounts of STALLION pertaining to the transactions between
STALLION and SANMEI.

It is submitted that had the claims of SANMEI been properly accounted for
by STALLION strictly as per the Accounting Principles in its Books of
Accounts for the relevant transaction period, then it would have either
reduced the profitability of STALLION by the then approximate Rs.913.58
Lakh (equivalent to USD12,51,290.00), or the same would have been
disclosed under “Contingent Liability” in the DRHP, which is of utmost
significance to enable the prospective investors to take an informed
investment decision based on the correct Financial Statements of
STALLION.
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5) The relevant extract from the letter dated 16.07.2024 addressed to BRLM

6)

7)

is reproduced herein below for your reference:

“It is stated that from perusal of the Standalone Financial Statements for
period 01.04.2022 to 31.03.2023 as available on the Ministry of
Corporate Affairs website it is evident that the write off disclosure has
been indicated under “Miscellaneous non-operating income”
whereas in the Restated Financial Statement under DRHP, the
disclosure updated and then disclosed as “Liabilities no longer
required written back” and the same are reproduced below for your
ready reference:

EXTRACT FROM DRHP: -
16, Other Inucore
AN cgncants @ Rupees lacs satless otheey b4
Asat For the exT ended
Particulas - Seprember 3, Staeh M. Atapch A1 Marct 3,
n23 Ju2 i 2021

fripn vl fuvewa enclange  fearenticdns & . - LRI R
Llaelanerien p—— i
Frolr codipoal of progert | plant ad Cpmjiines

”

Accordingly, vide our last communication dated 16.07.2024, we had
specifically requested SEBI to refer the matter to the Expert Committee of
ICAl or any other expert body in this field to check or re-confirm the
financial entries made by STALLION in their Books of Accounts and if
required, to direct STALLION to make disclosures/restate the accounts as
per opinion of the ICAI / other expert body, in the interest and protection of
the common investors and participants of capital market.

However, we are disappointed to learn that instead of taking a view on the
matter, STALLION has been granted the Observation Letter by SEBI on
18.07.2024, apparently, without taking into consideration the detailed and
specific averments made in our several communications, most particularly
vide our letter dated 16.07.2024 addressed to BRLM, probably due to
sheer oversight. SEBI being the regulator of Capital Markets, is duty bound
to issue appropriate directions and to ensure that before a company
approaches the primary market to raise funds by issuance of fresh
securities, it is in compliance with all the requirements of SEBI (ICDR)
Regulations, 2009. The Merchant Bankers are required to perform the due
diligence and to ensure compliance with ICDR Regulations before the
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document is filed with SEBI, which mandatory due diligence appears to be
kept on the back burner in the present matter, clearly in order to grant
regulatory approval to STALLION in a hasty manner.

It is reiterated that prima facie the DRHP not only contains misstatements
and selective disclosures regarding the transaction between STALLION
and SANMEI but the DRHP altogether does not disclose the claim of
USD4,11,150.00 [US Dollars Four Lakh Eleven Thousand One Hundred
Fifty Only] towards delay in returning the Containers, due and payable by
STALLION to SANMEI. Moreover, the BRLM failed to consider the aspect
of false claims made by STALLION vide its email dated 16.12.2021
wherein STALLLION had made false claims of having deposits of
USD2,10,000.00 with SANMEI and requested to adjust the same from the
total unpaid dues whereas the said false claims of STALLION were
suitably refuted vide letters dated 24.05.2022 and 01.06.2022, clearly
highlighting that the said sum of USD2,10,000.00 [US Dollars Two Lakh
Ten Thousand Only] was adjusted towards the value of 07 (Seven) Tanks
Returned for USD30,000.00 each.

The BRLM and STALLION have now vide Letters dated 25.07.2024,
responded to our Letter dated 16.07.2024 and 19.07.2024 respectively and
from a bare perusal of the averments made in the response of BRLM in
Para 16, 17 and 18 it is apparent that they have repeatedly changed their
stand on the accounting treatment of the export/import transactions in as
much as vide the present reply dated 25.07.2024, the BRLM and
STALLION have now admitted that the liability with respect to SANMEI
was recorded as Trade Payables and not as provisions in the financial
statements for financial year ended on 31.03.2022. By relying on AS 29
guidance, the management of STALLION decided to arbitrarily write back
the liability, whereas the said write back has no legal standing as the AS
29 (Provisions, Contingent Liabilities and Contingent Asset) does not deal
with derecognition of financial instruments. Later, from FY 2022-23
STALLION adopted IND AS as mentioned by STALLION in the DRHP,
wherein:

a. IND AS 101 (First-Time Adoption of Indian Accounting Standard)
stipulates the criteria for derecognition of Financial Asset and
Liabilities in the following manner:’

‘B2. A first time adopter shall apply the derecognition
requirements in IND AS 109 prospectively for transactions
occurring on or after the date of transition to IND AS.”
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b. Accordingly, the derecognition criteria stated in IND AS 109 as:

“3.3.1 An entity shall remove a financial liability (or a part of
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.”

However, write back on the part of STALLION is incorrect as the
derecognition criteria of relevant standards (IND AS 109) have not been
met. Evidently, STALLION has not met the specific requirements.

10) In view of the submissions made herein above, we submit it to the
judgment of SEBI to kindly issue directions for referring the matter to the
Expert Committee of ICAI or any other expert body in this field so that
STALLION can make disclosures/restate the accounts as per opinion of
the ICAI / other expert body and pending same, request you to issue
appropriate instructions or directions including to keep the process in
abeyance, in respect of the Observation Letter issued on 18.07.2024 by
SEBI, to STALLION as per the guidelines in the interest of justice and
protection of common investors and participants of capital markets.

Yours faithfully,_

\Aj N .
o
(Alisha Saini)
Advoegate

For K & P Law Associates

Encl: As above.
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As mentioned in the preceding letter, please find enclosed following
documents for your reference and necessary action exchanged between Book
Running Lead Manager [BRLM], STALLION and us :

Communication . Document
Communication

S.No. Date No.

INITIAL COMPLAINT
i 23.05.2024 From: SANMEI A
' To: SEBI

Ist REPLY TO COMPLAINT
ii. 31.05.2024 From: BRLM B
To: Advocates of SANMEI

Ist REJOINDER
From: Advocates of
SANMEI
To: BRLM

iii. 03.06.2024

llnd REPLY
iv. 05.06.2024 From: BRLM D
To: Advocates of SANMEI

lind REJOINDER
From: Advocates of E
SANMEI

To: BRLM

V. 07.06.2024

LETTER

From: Advocates of E
SANMEI

To: BRLM

Vi. 20.06.2024

llird REPLY
vii. 25.06.2024 From: BRLM G
To: Advocates of SANMEI

Ist REPLY TO COMPLAINT
viii. 27.06.2024 From: STALLION H
To: Advocates of SANMEI
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llird REJOINDER
From: Advocates of
SANMEI
To: BRLM

IX. 03.07.2024

st REJOINDER
From: Advocates of
SANMEI
To: STALLION

X. 06.07.2024

IVth REPLY
Xi. 10.07.2024 From: BRLM K
To: Advocates of SANMEI

lind REPLY
Xii. 10.07.2024 From: STALLION L
To: Advocates of SANMEI

[Vth REJOINDER
From: Advocates of
SANMEI
To: BRLM

xiii. 16.07.2024

lind REJOINDER
From: Advocates of
SANMEI
To: STALLION

Xiv. 19.07.2024

Vth REPLY
XV. 25.07.2024 From: BRLM @)
To: Advocates of SANMEI

llird REPLY
XVi. 25.07.2024 From: STALLION P
To: Advocates of SANMEI
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