LAW
ASSOCIATES

WITHOUT PREJUDICE
CONFIDENTIAL AND PRIVILEGED
BY POST/EMAIL

August 14, 2024,
To,

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

Reference : (1) Our complaint dated 23.05.2024
(2) Your Reply dated 31.05.2024
(3) Our 1st 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
(8) Our 3rd Rejoinder dated 03.07.2024
(9) Your reply dated 10.07.2024
(10) Our 4th Rejoinder dated 16.07.2024
(11) Your reply dated 25.07.2024
(12) Our Letter dated 27.07.2024 addressed to SEBI
(13) Our 5" Rejoinder dated 30.07.2024
(14) Your replies dated 02.08.2024 & 07.08.2024

Dear Sir,

We are in receipt of your recent Replies dated 02.08.2024 & 07.08.2024. While relying
upon and reiterating our previous communications addressed to you or “Stallion India
Fluorochemicals Ltd” [hereinafter referred to as “STALLION"], we state that the
contents of your reply dated 02.08.2024 and 07.08.2024 are based on false and
unsubstantiated allegations levelled against ‘Zhejiang Sanmei Chemical Industry Co.,
Ltd." [hereinafter referred to as “SANMEI”]. We hereby, categorically deny and refute all
statements and / or allegations which are contrary to and / or inconsistent with previous
communications addressed by us to you or “STALLION". The contents of your present
letter seems to be a mere repetition of the contents of your earlier correspondences
which have been duly responded by us vide above referred correspondences whose
receipt was duly accepted and acknowledged by you.

1) We repeat and reiterate that the allegations alleged by ‘STALLION’ which are being

’ relied by you are false, frivolous and baseless and we categorically deny and refute

' all statements and allegations which are contrary thereto and / or inconsistent with
/ our above referred correspondences.
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2)

3)

7)
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In response to your reply dated 02.08.2024, we say that we neither accept the
correctness nor the basis of any allegations or statements made therein.
Regrettably, the contents and allegations contained therein are arbitrary, baseless
and have been concocted based on mere surmises and conjectures in an attempt
to illegally derive undue benefits by showing inflated profits in the books of accounts
in the proposed initial public offering.

Subsequently, you addressed another reply dated 07.08.2024, wherein STALLION
has now proposed to make amendment to disclose the “LIABILITY” towards
SANMEI as “CONTINGENT LIABILITY” in its March 2024 financial statements. It
clearly shows that STALLION has in a way admitted the irregularity previously
made in the financial statements and further has acknowledged its liability towards
SANMEI which STALLION had disputed previously.

It is also significant to note here that STALLION has been repeatedly falsely
claiming that the efforts are underway to resolve the dispute through

negotiation and adherence of contractual terms, but in fact there have been
no _communication or_efforts whatsoever from STALLION to resolve the
matter and thus, the said statement is factually incorrect. Further, STALLION
has adopted an evasive attitude throughout, which is evident from the fact
that it took 02 (Two) vears for them to respond to the Statutory Notice under
IBC. It clearly shows that such false statement is being made in order to
mislead the prospective investors.

In any event, we have already escalated the matter to SEBI and requested them to
take appropriate action, which SEBI may deem fit and proper in the facts and
circumstances of the subject matter.

We are annexing herewith a comparative table as Annexure “A” along with
Proposed Amended Disclosures, pointing out the improvisation of your stands in
series of replies along with present replies dated 02.08.2024 and 07.08.2024 with
respect to the accounting treatment of the transactions.

This communication is without prejudice to our rights and contentions in this matter
and to any other remedy that 'SANMEI' may have in law or equity and they hereby
reserve all the rights to pursue such remedies. 'SANMELI' is in the process of
exploring all of its legal rights including but not limited to filing necessary legal
proceedings.

(Alisha Saini)
Advogate
For K & P Law Associates

Encl: As above
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Draft Red Herring Prospectus

Dated: March 20. 2024

(The Drafi Red Herring Prospectus will be updated upon filing with the RoC)
Please Read Section 32 of Companies Act. 2013

100% Book Built Offer

iscan this OR code to view the DRHPI s T ﬂ L L I @ N

STALLION INDIA FLUOROCHEMICALS LIMITED
CORPORATE IDENTITY NUMBER: US1410MH2002PLC137076

Sarita Khamwani
A ng, Knox Ptaa Off I.lnkRoad. \-ﬁndspace Malad - | - . Email: :omplmn::e(_,st:llhnﬂ.ln A "
| (West), Mumbai - 400064 Company Secretary and Compliance Tel. No.: 023-43510000 www,stallionfluorochemicals.com

The Offer is made p to the Regulation 6(1) of the
- " . Securitics and Emchmgc Board of India (Issue of Capital
1.78.58,740 Equity Shares 43,02.656 Equity Shares s g
Fresh lssue & Offer for Sale regating up to € [#] lakt ating up t0 ¥ [#] lakt T [e] lakhs and  Disclosure R ) 2018, as

amended (“SEBI ICDR Regulatmns "). For details, see
“Offer Structure” on page 308

Promoter  43.02,656 Equity Shares
Chartered A.nenunrsm vide cert Fel

This being lhe first public issue of Equity Shares of our Company. there has been no formal market for the Equity Shares. The face value of the Equity Shlm is f 10 each and the Floor
and Cap Price are (@] times and [#] times of the face value of Fquity Shares, respectively. The Floor Price, Cap Price and Offer Price (d ined by our Company and Pr Selling
Shareholder in consultation with the BRLM and on the basis of the assessment of market demand for the Equity Shares by way of the Buolc Building Process, as stated under “Basis for Offer
Price” on page 100, should not be raken 1 be lndlimmn of the madr.el pme of the Eq-nny Shares afier the Equity hham are listed. No assurance can be given regarding an active or sustamed
tradi mlhp.- quit Shams nl'uur(‘o ny. or regarding y ¢

Investments inequityand equity-u%med sem‘iries involve a degree of risk and hwe.s!m should not invest any funds in the Offer unless they can afford lcmkethcrinkuflnsiua their entire
investment. Investors are advised 1o read the risk factors carefully hciuu- taking an investment decision in the Offer. For wking an investment decision, investors must rely on their own
examination of our Company and the Offer, including the risks involved. The equty Shares in the Offer have pot been ded or app | by SEBI, nor does SEBI goarantee the
accuracy or adequacy oflkc contents of this DRHP. Sm.ﬁunmuonofﬂw investors is invited to “Risk Factors™ on 27

Our Cummuy. lmvmg mdc aIJ reasonable i inguiries. accepts :espmsihlllqr for and confirms that this DRHP contains all information with regand 1o our Company and the Offer. which is
matertal in the context of the Offer. that the information conmined in this DRHP is true and comect in all material aspects and is not misleading inany material respect, that
the opinions and intentions cxpnmed herem are honestly held and that there are no other facts, the omission of which makes this DRHP as a whole or any of such information ar the
expression of any such opinions or isleadi mmymnlﬂ-ulmpud Further, the Pr Selling Sharehold: p sponsibility for, and confi that the stat

specifically made or confirmed by such Py Scllmg Sharcholder in this DRHP, 10 the extent that the ts and information specifically pertain w such Promoter Selling
Slnmhnlrkr and the Equity Shares offered by such Promoter Selling Shareholder under the Offer for Sale. are true and correct in all material respects and are not misleading in any material

TthqmtySimms unueofremdlhmughtheluﬂ’mpmpowdtobehstdouthe SmckEwhuupsbemgBSEmendmdemm] Sw&ﬁmmeol“fndiahnﬂwd l"duhcpwpasu ofthe

Om-.r thc Designa Slntkf.mhn shall be [o

Name and Logo of the Bonk Running Lead Manager | Contact Person . Email and Telephone

[ ; Emall 1d: compliancei@sarthivm.in
CARTHI el Tel No.: +91 22 2652 8671/ 72

Contact Person Eumail and Telephone

) Email: ipof@bigshareonline.com
M. Jibu John Tel No.: +91 22 62638200

ANCHOR PORTION OFFER OPENS/CLOSES ON*
BID/OFFER OPENS ON

| BID/OFFER CLOSES ON** ) ] _' o ol
*Our Compan meny i consultation with the BRIAL der particip by Anchar B in lanes with the SERI ICOR Regul, Tiwe Anchor I Bid‘Offer Period shall be one Working Dav prior to the
Bid Offer Opening Daie.

= “Our Company may in consuliation with the BRLM, constdvs closing the Bid Offer Period for QI8s one Working Dav prior to the Bid:Offer Closing Date fnt accordance with the SERI ICDR Reguiations.
AUPI mandate end tiue and date shall be 500 p an the Bid® Offer Clasing Date.
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Disciplinary

actions by the Material : Aggregate
: : Tax Stutonyors oy py oy étock Civil Material - ot
Name of Entity Regulatory St Criminal P -
Proceedings Prbtattinc Exchanges Litigations Litigations involved
against our # (% in lakhs)
i Promoters
Against our E Nil Nil 1 Nil 27.73
Promoters
Promoter Group
By our Promoter Nil Nil Nil Nil Nil Unquantifiab
Group le
Against our - Nil Nil Nil Nil Nil Unquantifiab
Promoter Group le
Directors i
' (excluding cases of
Directors who does |
not falls  under
Promoter Group)
By our Directors Nil Nil Nil Nil Nil NA
Against our Directors 2 Nil Nil Nil Nil 5.35
Subsidiaries”
By Subsidiaries NA NA NA NA NA NA
Against Subsidiaries NA NA NA NA NA NA

* Aggregate amount involved is with respect to Quistanding Tax Demands

There can be no assurance that these litigations will be decided in favor of our Company, our
Promoter/Director and consequently it may divert the attention of our management and Promoter and waste
our corporate resources and we may incur significant expenses in such proceedings and may have to make
provisions in our financial statements. which could increase our expenses and liabilities. As on the date of
this Draft Red Herring Prospectus, our Company has not created any provisions related to the above litigations
filed against the Company.

If such claims are determined against us, there could be a matenal adverse effect on our reputation, business,
financial condition and results of operations, which could adversely affect the trading price of our Equity
Shares. For the details of such outstanding litigations. please refer the chapter titled “Outstanding Litigations
and Material Developments™ on Page No. 280.

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.

In the fiscal year 2021, the company engaged in multiple contracts with Zhejiang Sanmei Chemical Industry
Co. Ltd. ("Sanmei"), a Chinese company, for the supply of various refrigerants such as R410a, R32, R407C,
etc., filled and delivered n returnable 1SO-Tanks. Unfortunately, Sanmei failed to fulfill 11s contractual
abligations by defaulting on the agreed-upon delivery quantity and rate for the tanks. Despite repeated
requests, Saninei did not comply with the contracted supply, leading to the company falling short on its
commitment to provide the specified gases to its clients, resulting in both financial losses and damage to its
reputation.

The company had decided to withhold pending payments until the complete tank quantity was delivered as
per the contract. However, Sanmei's legal representatives escalated the matter by issuing a notice dated
December 02, 2021 under the Insolvency and Bankruptcy Code. 2016, demanding USD 12.,51.290.00.
Despite informing Sanmei of the ongoing dispute and urging compliance, they refused to acknowledge the
issue and 1ssued a reminder notice. The allegations include default in delivery and overcharging based on the
agreed-upon contract terms.

The Company has vide its email dated December 23, 2023 replied to Sanmei's notice dated December 02,
2021 under section 8 of IBC, 2016 bearing no 42625/34237/CAIN21/01 and further the Company has
received a rejoinder through an email on January 08, 2024 through the advocates of Sanmei. As of now, no
insolvency proceedings have been initiated against the company. Concurrently, efforts are underway to
resolve the dispute through negotiation and adherence to contractual terms.
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SECTION VI - LEGAL AND OTHER INFORMATION

OUTSTANDING LITIGATION AND MATERIAL DEVELOPMENTS

Except as stated below there are no outstanding litigations, suits, criminal or civil prosecutions, proceedings
against/by the Company, its Directors, its Promoters, and Promoter Group and there are no defaults, non-payment of
statutory dues, over-dues to banks/financial institutions, defaults against banks/financial institutions of the Company,
default in creation of full security as per terms of issue/other liabilities, no proceedings initiated for
economic/civil/any other offences (including past cases where penalties may or may not have been awarded and
irrespective of whether they are specified under Schedule V to the Companies Act, 2013) other than unclaimed
liabilities of our Company and no disciplinary action and / or other proceedings has been taken by SEBI or any stock
exchange or any other market regulator or any other jurisdiction or any other authority / court against the Company,
its Promoters. and its Directors;

There are no past cases in which penalties have been imposed on the Company, its Promoters, and its Directors, and
there is no outstanding litigation against any other Company whose outcome could have a material adverse effect on
the position of the Company. Further, there are no cases of litigation, defaults etc. in respect of
companies/firms/ventures with which the Promoters were associated in the past but are no longer associated, in
respect of which the name(s) of the Promoters continues to be associated;

There are no show-cause notices / claims served on the Company, its Promoters, and its Directors from any statutory
authority / revenue authority that would have a material adverse effect on the Company’s business:

Further. no outstanding details of any other pending material litigation which are determined to be material as per a
policy adopted by the Board (“Material Policy”), in each case involving the Issuer, Promoter, Promoter Group, Group
Companics and Subsidiary Company, if any;

The Company has entered into multiple contracts in 2020-2021 with one company based in China viz., Zhejiang
Sanmei Chemical Industry Co. Ltd. (“Sanmei”) for supply of various refrigerants like R410a, R32 , R407C , etc.
filled and supplied in returnable ISO-Tanks (said “Gas™ or “Tanks™). On the basis of this contract the Company has
also entered into back to back contract with its clients for supply of said gas. Sanmei defaulted in delivery of the total
quantum of tanks and at a rate as it was agreed upon as per the above referred contracts. Instead. they delivered very
negligible quantity of tanks and even after requesting time and again Sanmei did not comply with the total supply of
Tanks as per the contract, as a result the Company failed in its commitment for supply of said gas to its clients thereby
incurring loss in business and reputation. The prices for the said gases also rose very substantially and the company
made huge notional loss based on the rate difference of increased price versus contracted price into the quantity of
unsupplied gas

The Company could see the real malafide reason of Sanmei for not delivering the remaining tanks was a steep hike
in price of said gas (almost 100% increase) in international market and presumably Sanmei sold the tanks to their
other clients who agreed to purchase at such higher price thereby making huge profits at the cost of the Company.
Hence, the company took a decision to withhold whatever payment was pending to Sanmei for the negligible quantum
of tanks received until Sanmei delivers remaining agreed quantity of tanks as per the contracts and comply with his
part as per the contracts. The Company later receives a notice on 2nd December, 2021 w/s 8 of Insolvency and
Bankruptey Code, 2016 demanding USD 12,51,290.00 (said “Notice™) without interest, from their lawyers based out
of Delhi. Subsequent to said notice many discussions happened and even their said lawyers also visited office of the
Company for negotiation, wherein the Company has informed the lawyers of the existing dispute and requested their
lawyers to ask their client to perform their part of contract and in accordance with the terms of the contracts and
deliver the remaining quantity of tanks but their lawyers refused (o agree on the terms and issued a reminder notice
on 15th September, 2022 without mention of any dispute raised by the Company. The Company also informed the
lawyers that Sanmei has not only defaulted in delivery but they have also charged higher price as compared to the
price as agreed upon and have also by suo-moto action without informing the Company set some kind of credit limit
and further depleted and reduced that credit limit by adding cost of ISO Tank containers which is the property of the
shipping company and not of Sanmei and for which the Company has provided guarantee in form of surety bond to
the shipping company against the possession of the said containers. The Company also represented, that the lawyers
of Sanmei once again visited office of the Company somewhere in the month of October, 2023 but again nothing
progressed as they were not ready to comply with the terms of the validly entered contract. The Company has vide
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its email dated 23rd December, 2023 replied to Sanmei’s section 8 IBC notice dated 2nd December, 2021 bearing no
42625/34237/CAIN21/01 and the Company has received via email on 8th January, 2024 a rejoinder dated 8th
January, 2024 through the advocates of Sanmei. Thereafter, as on today there are no proceedings initiated under IBC
by Sanmei against the Company.

The Board. in its meeting held on 16th October. 2023 has considered and adopted a policy of materiality for
identification of material litigation involving Company, Directors. Promoter, Promoter Group, Group Companies
and Subsidiary Company;

In terms of the Materiality Policy, all pending litigation involving the Issuer, Directors, Promoters, Promoter Group,
Group Companies and Subsidiary Company, other than the eriminal proceedings, action by regulatory authorities
and statutory authorities, disciplinary action including penalty imposed by SEBI or stock exchanges against the
Promoter in the last five Fiscals including outstanding action and tax matters would be considered as “material "if:

a. the monetary amount of claim by or against the Company. Subsidiary, Promoters and Directors in any such
pending litigation is individually in excess of 10% of the net worth of the Company as per the latest period of
Restated Financial Information or 10% of the revenue of the Company (whichever is lower) as per the latest
annual restated financial statements of the Company.

h. dues to creditors exceeds 5% of the iotal trade pavables of the Company as per the latest restated financial
statements of the Company,

o, anyv such litigation wherein the moneiary liability is not quantifiable but which is expected to be material from
the perspective of the Company s business, operations, prospects or reputation.

Except as stated in this section, there are no outstanding litigations as of the date of the Draft offer document.
There are no outstanding litigations as of the date of the draft offer document:

The disclosure made in the draft offer document in the sections titled “Outstanding Litigation and Material
Developments™ and “Government and Other Statutory Approvals™ are in accordance with Chapter IX read with
Schedule VI of SEBI (Issue of Capital and Disclosure Requirements) Regulations, 2018 and other applicable legal
requirements (Chapters are attached herewith);

None of the Company, any of its Promoters, Promoter Group or Directors are debarred from accessing the capital
market by the Securities and Exchange Board of India (the “Board™) or any securities market regulator of any other
jurisdiction or any other authority / court;

None of the Promoters, Promoter Group, or Directors was or also is a promoter, director or person in control of any
company which is debarred from accessing the capital market under any order or direction made by the Board or any
securities market regulator of any other jurisdiction or any other authority / court;

None of the promoters, promoter group, directors, or person in control of the Issuer is a fugitive economic offender as
defined under the Fugitive Economic Offenders Act, 2018: and

The Company is not in the list of willful defaulters published by the Reserve Bank of India.

1. LITIGATION RELATING TO THE COMPANY
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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 SEBL.

19.With reference to paragraphs numbered (4)(i) to 4(vi) of the Complaint, it appears that the Company has
adhered 1o the requirement of Schedule 111 of the Companies Act, 2013 and requisite Ind AS and has prepared
its financials providing adequate disclosure. 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 SERI.

20.1t may be 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
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.

2

.In light of the explanations given above, there is no requirement for any investigation or inspection by SEBI
or the Institute of Chartered Accountants of India. We are shocked by the underhanded behaviour of your
client in giving directions to us to approach such authorities in public interest, Your clients themselves have
not appraachied any appropriate forum for obtaning any reliefs that they propose to obtain through our means.

22.With reference to paragraphs numbered (5) nnd (6) of the Complaint, we state thal there are no elaring
accounting irregularities or misstatements in the books of account of Stallion pertaining to the transactions
between Stallion and your clients. We deny that the books of account of Stallion do not reflect the true and
correct picture of its state of affairs. We state that we have conducted appropriate due diligence of Stallion as
required undes the SEBI ICDR Regulations. We have proposed certain updates to the disclosures in DRHP,
though not mandated under the SEBI ICDR Regulations, in view of the observations made by your clients.
Any other grievance your clients have as regards Stallion and its affairs ought to be taken up by them before
an appropriate forum. '

23. Further, the Company has received a complaint addressed by you through SCORES regard ing the commercial
transaction between Sanmei and Stallion. Consequently, we have included those details in the previously
proposed risk factor which is provided herein below:

Revised disclosure under Risk Factor:

13.  Zhejiang Sanmei Chemical Industry Co. Ltd. (“Sanmei”) has issued a notice through its Advocates
demanding USD 12,51,290.00 from the Company in relation to certain commercial transactions
between the Company and Sanmei. Any adverse outcome of the disputes between the parties
pertaining fo the subject matter of the notice may adversely affect our reputation, business,
operations, financial condition and results of operations

The Company and Sanmei have had multiple contracts in the past for supplying gases. In the year 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.

However, there's was a disagreement between the company 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 (“Notice™). However, there is no further
proceedings.

The Company responded to Sanmei's notice dated December 02, 2021 via email on December 23, 2023
stating that Sanmei failed to fulfill contractual obligations by not supplying gases as agreed. Thereafter,

the Company also received a rejoinder notice from Sanmei's advocates on J anuary 08, 2024. Th ; \

disputes such alleged debt and will defend against any legal action from Sanmei. Further, ¢}
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S ARTHI

May 31, 2024

To,

K&P Law Associafes,

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

Kind Atin: Ms. Alisha Saini

Sub  :  Proposed Initial Public offering of Stallion India Fluorochemicals Limited (“Company/lssuer”),
Ref : SEBI Email dated May 29, 2024 along with vour letter dated May 23, 2023 addressed -‘t't_I)_;SEBl.

We acknowledge the receipt of your complaint dated May 23, 2024, pertaining to the Initial Public Offering (IPO) of
Stallion India Fluorochemicals Limited (“Company”). We as the Lead Merchant Banker of the proposed 1PO have
diligently followed regulatory guidelines to ensure comprehensive disclosure of all relevant- company-related
information. ' e

We came to know about the claim/counter-claim with your client i.e., Sanmei and the Company during our due
diligence and please be informed that.the statements made in the Draft Red Herring Prospectus aré based on the
information provided to us by the Management of the Company and also have relied on the legal advice b} the legal
advisor to the proposed IPO with available supporting documents. We cannot comment on the information that is
provided by you through the letter dated May 23, 2024 addressed to SEBI and marked copy to us-and fifrther we do
not have any authority to take any appropriate view on this. It is a business transaction between your client and the
company.

Taking into consideration your letter we shall make the necessary modification in the uDRHP, RHP and Prospectus
attached as “Annexure A" subject to the approval from the SEBI and the Stock Exchanges. '
Yours Faithfully,

Thanking you,

For Sarthi Capital Advisors Private Limited

CC:

Securities and Exchange Board of India

Corporation Finance Department . WY
RAC-Division of Issue and Listing —I1

SEBI Bhavan, Plot C4-A, G Block, : :
Bandra Kurla Complex, Bandra (East), ] g
Mumbai - 400051. e o :

Sarthi Capital Advisors Private Limited
CIN: U85190DL2012PTC238100
Regd. Off: 411, Pratap Bhawan, 5, Bhadur Shah Zafar Marg, New Delhi-110002; Tel: 011-23739425/26; Fax: 011-23739424
Corp. Off: 401, 4th Floor, Manek Plaza, 167, VidyaNagri Marg, Kalina, Santacruz (E), Mumbai- 400098 Tel: 022-265285671/72 Fax: 022-26528673
Website: www.sarthi.in '
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Annexure A

Madification in the following sections of uDRHP, RHP and Prospectus;

Sr. No

Section of DRHP dated March 20, 2024

Modified statement

1.

Section Il Risk Factor

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 faking steps to respond appropriately
to the notice issued by Sanmei and are prepared
to defend our position in any legal proceedings.

In the fiscal year 2021, the company engaged in
multiple contracts with Zhejiang Sanmei Chemical
Industry Co. Ltd. ("Sanmei"), a Chinese company,
for the supply of various refrigerants such as R410a,
R32, R407C, etc., filled and delivered in returnable
ISO-Tanks. Unfortunately. Sanmei failed to fulfill its
contractual obligations by defaulting on the agreed-
upon delivery quantity and rate [or the tanks. Despite
repeated requests, Sanmei did not comply with the
contracted supply, leading to the company falling
short on its commitment to provide the specified
‘gases to its clients, resulting in both financial Josses
and damage to its reputation.

The company had decided to withhold pending
payments until the complete tank quantity was
delivered as per the contract. However, Sanmei's
legal representatives escalated the matter by issuing
a notice dated December 02, 2021 under the
Insolvency and Bankruptey Code, 2016, demanding
USD 12,51,290.00. Despite informing Sanmei of the
ongoing dispute and urging compliance, they refused
to acknowledge the issue and issued a reminder
nolice. The allegations include defaull in delivery
and overcharging based on the agreed-upon contract
terms.

The Company has vide its email dated December 23,
2023 replied to Sanmei's notice dated December 02,
2021 under section 8 of IBC, 2016 bearing no
42625/34237/CAIN21/01 and further the Company
has received a rejoinder through an email on January
08, 2024 through the advocates of Sanmei. As of
now, no insolvency proceedings have been initiated
against the company. Concurrently, efforts are
underway to resolve the dispute through negotiation

13. Zhejiang Sanmei Chemical Industry
Co. Lid. (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 1SO-
Tanks.

However, there's was a disagreement
between the company and Sanmei. Sanmei's
legal representatives therefore escalated the
issue by sending a 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, 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.
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and adherence to contractual terms.

Section VI — Legal and Other Information

The Company has entered into multiple contracts in
2020-2021 with one company based in China viz.,
Zhejiang Sanmei Chemical Industry Co. Litd.
(“Sanmei”) for supply of various refrigerants like
R410a. R32 , R407C , etc. filled and supplied in
returnable ISO-Tanks (said “Gas” or “Tanks”). On
the basis of this contract the Company has also
entered into back to back contract with its clients for
supply of said gas. Sanmei defaulted in delivery of
the total quantum of tanks and at a rate as it was
agreed upon as’ per the above referred contracts.
Instead, they delivered very negligible quantity of
tanks and even afler requesting time and again
Sanmei did not comply with the total supply of Tanks
as per the contract, as a result the Company failed in
its commitment for supply of said gas to its clients
thereby incurring loss in business and reputation,
The prices for the said gases also rose very
substantially and the company made huge notional
loss based on the rate difference of increased price
versus contracted price into the quantity of
unsupplied gas.

‘The Company could see the real malafide reason of
Sanmei for not delivering the remaining tanks was a
steep hike in price of said gas (almost 100% increase)
in international market and presumably Sanmei sold

the tanks to their other clients who agreed to | Betwe ] ]
purchase at such higher price thereby making huge |

profits at the cost of the Company. Hence, the
company took a decision to withhold whatever
payment was pending to Sanmei for the negligible
quantum of tanks received until Sanmei delivers
remaining agreed quantity of tanks as per the
contracts and comply with his part as per the
contracts. The Company later receives a notice on
2nd December, 2021 w/s 8 of Insolvency and
Bankruptcy Code, 2016 demanding USD
12,51,290.00 (said “Notice™) without interest, from
their lawyers based out of Delhi. Subsequent to said
notice many discussions happened and even their
said lawyers also visited office of the Company for
negotiation, wherein the Company has informed the
lawyers of the existing dispute and requested their
lawyers to ask their client to perform their part of
contract and in accordance with the terms of the
contracts and deliver the remaining quantity of tanks

The Company and Zhejiang Sanmei
Chemical Industry Co. Ltd ("Sanmei") have
previously  engaged in  contractual
agreements for the supply of various gases.
In 2021, additional contracts were entered
into between the Company and Sanmei for
the supply of different refrigerants, such as
R410a, R32, R407C, which were to be
supplied in returnable ISO-Tanks.




S ARTH

but their lawyers refused 1o agree on the terms and

-issued a reminder notice on 15th September, 2022

without mention of any dispute raised by the
Company. The Company also informed the lawyers
that Sanmei has not only defaulted in delivery but
they have also charged higher price as compared to
the price as agreed upon and have also by suo-moto
action without informing the Company set some kind
of credit limit and further depleted and reduced that
credit limit by adding cost of ISO Tank containers
which is the property of the shipping company and
not of Sanmei and for which the Company has
provided guarantee in form of surety bond to the
shipping company against the possession of the said
containers. The Company also represented, that the
lawyers of Sanmei once again visited office of the
Company somewhere in the month of October, 2023
but again nothing progressed as they were not ready
to comply with the terms of the validly entered
contract. The Company has vide its email dated 23rd
December, 2023 replied to Sanmei’s section 8 IBC
notice dated 2nd December, 2021 bearing no
42625/34237/CAIN21/01 and the Company has
received via email on 8th January, 2024 a rejoinder
dated 8% January, 2024 through the advocates of
Sanmei. Thereafter, as on today there are no
proceedings initiated under IBC by Sanmei against
the Company.
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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/lssuer”).
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 behalf
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.

=3

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 lead manager to the Issue. It appears
that the contents of the Complaint are incorrect, riddled with factual 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. Atthe 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
sSanmer’s devious mahcious 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

Sarthi Capital Advisors Private Limited

CIN: UB5150DL2012PTC238100 ;

Regd. Off: 411, Pratap Bhawan, 5, Bhadur Shah Zafar Marg, New Delhi-110002; Tel: 011-23739425/26; Fax: 011-23739424

Corp. Off: 401, 4th Floor, Manek Plaza, 167, VidyaNagri Marg, Kalina, Santacruz (E), Mumbai- 400098; Tel: 022-26528671/72 Fax: 022-26528673
Website: www.sarthi.in
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false complaints to the Securities and Exchange Board of India, which is not the appropriate forum for secking
any such reliels.

With reference to paragraphs 2 and 3 of the Complaint, we stale that in the leiler 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 afier lapse of more than two years after issuing the notice daled December 02, 2021
under the provisions of the Insolvency and Bankruptcy Code, 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 ol Stallion including in relation to the notional loss and import transactions
ol gouds, ifany, 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 deliberalions 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
writlen back" of Financial year 2023,

With reference o 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 fo paragraph 6 of the Complaint, we state that till date, Sanmei has not filed any legal

procoedinga agninat 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 obstiuct and delay the initial public offer of the equily shares of Stallivn, We stale
that we have carried out adequate diligence ot Stalhon and made appropriate disclosures in the DRHP as
regards the digputes between Stallion and Sanmei. To provide comfort to Sanmei, thongh nat neccasnry,
Sulllon has also proposed 1o 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. Lid. (Sanmei) have issued a notice through its Legal
representative demanding USD 12,51,290.00. We are actively taking steps (o 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 1SO-Tanks.

However fhere's was a disagreement hetween the eampany and Sanmei. Sanmei's legal reprecentativer
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,

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

“The Company and Zhjiang Saiuci Cliciuical Tudustiy Cu. Lid ("Saunuel”) have previously engaged In
confrachnal agreements for the supply of varions gases In 20721, additional contracts were entored into
between the Company and Sanmei for the supply of different refrigerants, such as R410a, R32, R407C,
which were tn he sipplied in retimahle 1SO-Tanks,

A claim/counter-claim has arisen between the Company and Sanmci, prompting legal 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 Dankiuptey Cude, 2016 ("IBC, 2016"), usserling
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 F,Tn'gi_ﬁt.;er '
Compliance Officer

oL,
L

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

Corporation Finance Department

RAC-Division of Issue and Listing -1l

SEBI Bhavan, Plot C4-A, G Block, Bandra Kurla Complex,
Bandra (East), Mumbai - 400051,



SARTHI
July 10, 2024

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

Kind Attn: My, Alisha Saini, Advocate

Sub :  Proposed Initial Public offering of Stallion India Fluorochemicals Limited (*Company/lssuer™),
Ref  : Reply to letter dated July 3, 2024.

]

L

Corp. Off: 401, 4th Floor, Manek Plaza, 167, VidyaNagri Marg, Kalina, Santacruz (E), Mumbai- 400098: Tel: 022-26528671/72 Fax: 022-

We, Sarthi Capital Advisors Private Limited refer to the letter dated July 03, 2024 addressed by yourselves
viz. K&P Law Associates on behalf of your client Zhejiang Sanmei Chemical Industry Co., Ltd (“Sanmei")
to us mn relation to the Draft Red Herring Prospectus dated March 20, 2024 filed by Stallion India
Fluorachemicals Limited (“the Company” or “Siallion™) with Seenrities and Fychange Roard of Indin
(“SEBI”) and Stock Exchanges in pursuance of the Issue (“Complaint™).

- Our responses below to the Complaint are based on the information and documents produced before us by
Stalllon In the course of the services rendered to them as book runming lead manager to the Issue. It appears
that the contents of the Complaint are incorrect, riddled with factual errors, patent absurdities, nnsuhstantiated
ulleeutions and dﬂm:lﬁ'illﬂ i!‘ll]’\lﬂﬂiiﬂllﬁ. miﬁl'f‘pl'l“ﬂ‘lil'ﬂﬂl|l| Ol Baets il w hilatand attempl (o coerce Stallion and
to wrongtully defame the image of Stallion and appear either motivated by ignorance of the facts, malice or
wWorse,

- Al 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
Sanmei’s devious malicious intentions of coercing and arm-twisting Stallion for extracting additional business
profit.

At the outset, we state that the earlier drafied red herring prospectus dated December 18, 2023 filed by Stallion
with SEBI was returned by SEBI and contents thereof are no longer applicable to the proposed Issue of the
Company.

. With reference to the opening paragraph of the Complaint, we deny that there have been several misstatements

of facts in the DRHP with respect of any admitted commercial transactions of Sanmei with Stallion.

With reference to the paragraph (a) of the Complaint, we deny that we have failed or neglected to
conducted due diligence of the affairs of Stallion in an impartial and judicious manner. We reiterate that we
haye 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 that any of our actions are biased.
We strongly oppose your client’s dishonest and wrongful attempt to have the commercial disputes between
your client and Stallion being addressed and adjudicated through us as BRLM to the Issue. From the
Complaint, it also appears that your clients lack an understanding of accounting principles typically applied
by Indian companies and seem to be raising frivolous and untenable averments on the books of accounts of
the Company simply with a view to delay resolution of the disputes between your clients and Stallion and to
also harm Stallion by delaying its fund-raising activity. Your clients are well aware that the appropriate forum
to deal with commercial disputes is neither a merchant banker nor SEBI and are simply engaging in
correspondence riddled with factual and accounting inaccuracies with a view of delaying the Issue process. As
a book running lead manager to the Issue, we have tried to appropriately clarify and to the extent requi
address the concerns of your client as regards disclosures in the DRHP by proposing to update the s
provide additional information concerning disputes between your clients and Stallion and by terming
as “volte face” or “sea change”, your clients are completely misconstruing the contents of our letter
Sarthi Capital Advisors Private Limited
CIN: UB5180DL2012PTC238100
Regd. Off: 411, Pratap Bhawan, 5, Bhadur Shah Zafar Marg, plew Delhi-110002; Tel: 011-23739425/26; Fax: 011-23

Website: www.sarthi.in
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7. 25, 2024. We state that original disclosures made in the DRHP were also adequate so as 1o comply with the

requirements of the SEBI ICDR Regulations and the updated disclosures suggested presently though not
mandated under the SEBI ICDR Regulations, are only to address observations made by your clients.

. With reference to the paragraphs (b) and (¢) of the Complaint, we deny that we have failed to conduct due
diligence of Stallion’s financial records. We state that till the filing of the DRHP. vour clients have raised no
grievance as regards Stallion’s financial records before any forum and it appears that such alleged grievance
is only an afterthought made with malicious intentions of ereating undue pressure and coercion on Stallion and
having your client’s commercial disputes adjudicated through SEBI and arising out of a complete and utter
lack of understanding of your client as regards Indian accounting principles. We reiterate that original
disclosures made in the DRHP were also in accordance with the requirements of the SEBI ICDR Regaulations
and the updated disclosures suggested presently, are only to address the concerns raised by your client. We
also reiterate that the contents of this letter and our letier dated June 25, 2024 are based on the information and
documents produced before us by Stallion as we are not privy to any disputes hetween Stallinn and yonr elients.

- With reference to the paragraph (d) of the Complaint, we state that the contents thereof are part of the
commercial disputes between your clients and Stallion, which are subject matter of the notice dated December
02, 2021 issued by your clients to Stallion. All grievances raised therein ought to be adjudicated before an
appropriate forum and not hefore SERI or any merchant banker. We also reiterate the contents of our letter
dated June 25, 2024, '

10.With reference to paragraph numbered (1) of the Complaint, we deny that we do not have an Hnpai tial
stance and we strongly object to such reckless and irresponsible allegations made against us. We arc a SEBI
registered book running lead manager and are part of the Sarthi Group which has a long-standing impeccable
reputation as securities market intermediary and which offers services of investment banking, merchant
banking, asset management, corporate advisory and NBFC service. Our executives have over three decades of
experience in the financial services domain and are well-reversed with due diligence practices involved,
particularly in initial public offerings. We reiterate that 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
the financial statements of Sanmei 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 of goods, if any, should be agitated before the appropriate -
forum and not before SEBI. We deny that the true and fair picture as regards the transactions between Stallion
and your clients are not reflected in the DRHP,

-With reference to paragraph numbered (2) of the Complaint, we deny that the DRHP contains any
misstatements as regards transactions between Stallion and your clients. We deny that we have not carried out
proper due diligence of the books of accounts of Stallion. We state that your clients are either completely
unaware of the due diligence practices followed in transactions like the Issue or are deliberately trying to
spread misinformation that book running lead managers cannot rely upon reports of statutory auditors in initial
public offerings. In any event, your clients have raised no grievance before appropriate forums as regards
books of account of the Company and no verified information has been brought before SEBI by your clients
concerning any error in the books of accounts of the Company. Your clients will appreciate that Statutory
Auditors of the Company are persons of independent standing and repute and they have put forth their
professional opinion on the books of account of the Company after following due procedures. In fact, the SEBI
ICDR Regulations mandate the book running lead manager to obtain examination reports from the Statutory
Auditors of the issuer company and include the same in the offer documents, which we have duly done in the
present instance. Your client’s opinion on accounting practices appears to vary with that of the professional
opinion of the Company’s Statutory Auditor. However, as book running lead manager to the Issue, we are
bound to rely on the contents of the examination report of the Statutory Auditor.

- With reference to paragraph numbered (3) of the Complaint, your clients have no locus to ask for the
explanations on the accounting treatment that we may have sought from Stallion. Based on the informati
obtained from the Company and its Statutory Auditors, which is more particularly detailed in the
paragraphs, it appears to us that the said liability pertaining to your clients was written back in E
where the books of accounts were prepared and maintained in accordance with the Accountifk

2
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(Previous GAAP) then applicable. it also appears that the write back was made relying on the paragraph 32 of
the Accounting Standard 29 replicated below for ease of reference:

Paragraph 32 of the Accounting Standard 29

“Provisions should be reviewed at each balance sheet date and adjusted o reflect the current best estimate.
Ifitis no longer probable that an outflow of resources embadying economic benefits will be required to setife
the obligation, the provision should be 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 Bankruptey Code, 2016 despite of lapse of 20 months from the date
of issuc of notice on the date of signing of FY 2022-23 accounts.

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

d. In view 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 write back was approved by the management of the Company.

13.1In relation to treatment of write backs as contingent liabilities, the Company placed reliance on above

14

16

17.

18.

discussion and is of the view that there is no possible obligation that is required to be settled in future.

-Further, the Company has adopted Indian Accounting Standards (Ind AS) w.ef. April 01, 2023, and has

consistently applied these standards for all the reported previons 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.

-On conversion of Previous GAAP 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.

.In case of the Company’s restated Ind AS financials statements filed with SEBI 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 of error. Further, during the 6 months stub period September 2023, as there was no
development on the matter till signing of the September 2023 stub period financials i.e. November 2023 and
non-existence of any objective evidence of error, the company relied on the circumstances existed as on the
date of signing March 2023 financials and no changes were carried out in the stub period September 2023
financials.

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

With reference to paragraph numbered (4) of the Complaint, it appears that the Company has adhered to
the requirement of Schedule I11 of the Companies Act, 2013 and has prepared its financials providing
disclosure. The write back amount is not disclosed as Miscellaneous non-operating income
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disclosed cleariy 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.

19.With reference to paragraphs numbered (4)(i) to 4(vi) of the Complaint. it appears that the Company has
adhered to the requirement of Schedule 111 of the Companies Act, 2013 and requisite Ind AS and has prepared
its financials providing adequate disclosure. 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.

20.1t may be 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
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.

o ]

.In light of the explanations given above, there is no requirement for any investigation or inspection by SEBI
or the Institute of Chartered Accountants of India. We are shocked by the underhanded behaviour of vour
client in giving directions to us to approach such authorities in public interest. Your clients themselves have
not approached iy uppropriate forum for obtaining any reliefs that they propose to obtain through our means.

22.With reference (o paragraphs numbered (5) and (6) of the Complaint, we state thut there are no glaring
accounting irregularities or misstatements in the books of account of Stallion pertaining to the transactions
between Stallion and your clients. We deny that the books of aceount of Stallinn dn not reflect the true and
correct picture of its state of affairs. We state that we have conducted appropriate due diligence of Stallion as
required under the SEBI ICDR Regulations. We have proposed certain updates to the disclosures in DRHP,
though not mandated under the SEBI ICDR Regulations, in view of the observations made by your clients,
Any other grievance your clients have as regards Stallion and its affairs ought to be taken up by them before
an appropriate forum.

23.Further, the Company has received a complaint addressed by you through SCORES regarding the commercial
transaction between Sanmei and Stallion. Consequently, we have included those details in the previously
proposed risk factor which is provided herein below:

Revised disclosure under Risk Factor:

13.  Zhejiang Sanmei Chemical Industry Co. Ltd. (“Sanmei”) has issued a notice through its Advocates
demanding USD 12,51,290.00 from the Company in relation to certain commercial (ransactions
between the Company and Sanmei. Any adverse outcome of the disputes between the parties
pertaining to the subject matter of the notice may adversely affect our reputation, business,
operations, financial condition and resulis of operations

The Company and Sanmei have had multiple contracts in the past for supplying gases. In the year 2021,
the Company entered into more contracts with Sanmei to supply different refrigerants like R410a, R32,
R407C, etc., which were delivered in returnable 1ISO-Tanks.

However, there's was a disagreement between the company 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 (“Notice”). However, there is no further
proceedings.

The Company responded to Sanmei's notice dated December 02, 2021 via email on December 23, 2023
stating that Sanmei failed to fulfill contractual obligations by not supplying gases as agreed. Thereafter,
the Company also received a rejoinder notice from Sanmei's advocates on January 08, 2024. The
disputes such alleged debt and will defend against any legal action from Sanmei. Further, g
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has also received a complaint on SCORES dated June 21. 2024 and the
same vide letter dated June 27. 2024,

in any court of Ia\.-. or before any arbitral tribu

We trust the aforesaid fully clarifies the matter.
Yours faithfully

For Sarthi Capital Advisors Private Limited

Taher Engineer
Compliance Officer

The issue/claim/counter-claim between the two parties is ongomg and asufnou

Company has duly replied to the

o proceedings are filed
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July 25, 2024

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

Kind Attention: Ms. Alisha Saini. Advocale

Dear Sirs,

Sub:  Proposed Initial Public Offering of Equity Shares of Stallion India Fluorochemicals Limited
(*Company” or “Issuer”) (“the Issue”)

Re: Reply to letter dated July 16, 2024 addressed by Stallion India Fluorochemicals Limited in the
Draft Red Herring Prospectus dated March 20, 2024 filed by it with Securities and Exchange
Board of India

1. We, Sarthi Capital Advisors Private Limited refer to the letter dated July 16, 2024 addressed by
yourselves viz. K&P Law Associates on behalf of your clients Zhejiang Sanmei Chemical Industry Co.,
Lid (“Sanmei") to us in relation to the Draft Red Herring Prospectus dated March 20, 2024 filed by
Stallion India Fluorochemicals Limited (“the Company” or “Stallion™) with Securities and Exchange
Board of India (“SEBI”) in pursuance of the Issue (“Complaint”).
2. 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 lead manager to the Issue. It
appears that the contents of the Complaint are incorrect, riddled with factual 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.
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 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.
4. At the outset, we state that the earlier draft red herring prospectus dated December 18, 2023 filed by
Stallion with SEBI was returned by SEBI and contents thereof are no longer applicable to the proposed
Issue of the Company.

o

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

6. With reference to the paragraph 2 of the Complaint, we deny that we are deliberately shying away

from carrying out due diligence into the books of accounts of Stallion, particularly in relation to
the accounting treatment of the transactions between Stallion and Sanmei as the same will have
substantial adverse effect on the financial health of Stallion in future, as alleged or otherwise. We
terate that we have made adequate and appropriate due diligence of the matters as mandated by the
geurities and Exchange Board of India (Issue of Capital and Disclosure Requirements) Regulations,
438 (“SEBI ICDR Regulations”) and have accordingly made adequate and appropriate disclosure of
& [flisputes between Sanmei and Stallion in accordance with the requirements of SEBI ICDR
ations. We state that your clients are either completely unaware of the due diligence practices
owed in transactions like the Issue or are deliberately trying to spread misinformation that book

ing lead managers ot rely upon reports of statutory auditors in initial public offerings. In any
event, your clients ha' é%%%vﬁﬂyﬁ‘ﬂfﬁ E}Iﬂﬁ%&fe‘f&@ﬂg as regards books of account of
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the Company and no verified information has been brought before SEBI by your clients conceming any
error in the books of accounts of the Company. Attempts of your clients in this regard are in the nature
of witch hunting and shooting in dark and lack details thereby confirming that their allegations
concerning Stallion’s books of account are false, concocted and bascless.

Your clients will appreciate that Statutory Auditors of the Company are persons of independent
Jjudgement. standing and repute and they have put forth their professional opinion on the books of account
of the Company afier following due procedures. In fact, the SEBI ICDR Regulations mandate the book
running lead manager to obtain examination reports from the Statutory Auditors of the issuer company
and include the same in the offer documents, which we have duly done in the present instance. We are
well aware of duties as merchant banker in a capilal raising activity and to the best of our understanding.
we have not relied on incorrect books of account reflecting inflated profits.

7. With reference o the paragraph 3 of the Complaint, we deny that any averments made in your
replies to the various complaint and rejoinders addressed by vou to us, reflect any bias as alleged or
otherwise. We reiterate that we have followed the necessary procedure of verifying and making
disclosire mandated in the DRHP as per the SFRI ICDR. Regulations. Your client’s opinion on
accounting practices appears to be without any basis or professional background and therefore bound
to vary with that of the professional opinion of the Company’s Statutory Auditor, However, this dispute
between Stallion and your clients on books of accounts cannot be debated and resolved through us.

8. With reference to paragraph 4 of the Complaint. your clients have no locus to question the same.
Your clients’ allegation of misstatements being made by Stallion in the DRHP filed with SEBI as
regards transactions between Stallion and your clients appears to be is false, misleading and concocted
based on the documents and information furnished to us by Stallion.

9. With reference to paragraph 5 of the Complaint, we deny that there are any misstatements and
incorrect accounting treatment made in the DRHP.

10. With reference to paragraph 6 of the Complaint, we deny that any deliberate misstatements are
made in the DRHP and state that we have carried out adequate due diligence of Stallion as
mandated by the SEBI ICDR Regulations. You may note that since the disputes between Stallion
and your clients remain unresolved on date and since your clients have for obvious reasons not
approached any appropriate forum for reliefs, the disclosures proposed to be made by us in the
DRHP are appropriate. We may point out that disclosures made in the DRHP are based upon the
demand notice on December 02, 2021, under the Insolvency and Bankruptcy Code, 2016, demnndmg

2,51,290.00 (“Notice”) issued by you on behalf of Sanmei. Kindly note that the disclosures in the
DRHP pertain to matters covered by this Notice. Your clients seem to have belatedly, as an afier-
thought, raised the issue of certain tanker related payment in the Complaint which in any event was not
claimed under the Notice. Please also note that any submissions made by us in this letter and our
previous letters to you are necessarily based upon the documents and information provided by Stallion.
Your clients have repeatedly approached us with what appear to be false claims concerning their dispute
with Stallion and we accordingly are left with no choice but to convey to your clients the facts of the
dispute as are disclosed to us by Stallion.

11. With reference to paragraph 7 of the Complaint, we deny that any changes proposed to be made
to the previous disclosures in the DRHP were inadequate / incomplete. We reiterate that the
proposed changes are only made 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.

12. With reference to paragraph 8 of the Complaint, we deny the contenls of paragraphs (b) and (c)
of your Rejoinder dated July 3, 2024. We reiterate that till the filing of the DRHP, your clients have
raised no grievance as regards Stallion’s financial records before any forum and it appears that such

alleged grievance is only an afterthought made with malicious intentions of creating undue pressure and

oercion on Stallion and having your client’s commercial disputes adjudicated through SEBI. We state
hat any dispute that your cIlenTs may have against Stallion ought to be agitated before an appropriate
ofgm. Your clients have failed to conclusively prove any illegality in the books of account of Sanmei
re any appropriate forum and it appears to us that al such allegations are merely an attempt to thwart
ssue contemplated by Stallion. We reiterate that as regards verification of the books of accounts and
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16.

17

18.

other relevant documents, we have relied on the examination reports of the Statutory Auditors of Stallion
on the financial statements of Stallion and our review of relevant documents and made disclosures as per
the same in the DRHP which in our view are adequate and appropriate,

- With reference to paragraph 9 of the Complaint, we deny the contents thereof. We siate that Sanmei’s

claims as regards alleged misstatements made by Stallion in DRHP are false and baseless. We reiterate
that the proposed changes are only made 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.

- With reference to paragraph 10 of the Complaint, we deny the contents thereof, We deny that there

is any resistance to carrying out due diligence, there is any change in position or existence of any
bias, as alleged or atherwise Yanr elients have failed to approciate that we nve neitli o dispmbing
party nor a judicial forum which determines merits of the matter. More importantly, your clients
have failed to understand that it is duty of the book running lead manager to make disclosure
outstanding litigations in the DRHP. While legal praceedings have been filed by you before the
appropriafc courts, we have nevertheless made appropriate disclosures in the DRHP based on the
Notice. Your clients have not filed any legal proceedings against Stallion and are simply putting
across various claims which only remain at notice stage. As a.book running lead manager to the
Tssue, we have done our duty as per SEBI ICDR Regulations. Given the extent of correspondence
being exchanged with us, it appears that your clients have an ulterior motive of harassing us and
Stallion and create nuisance as they are aware that they have no real grounds to file legal
proceedings against Stallion. It is our view that the disclosures made in the DRHP and the updated
disclosures proposed to be made in the DRHP are in line with the Notice and exchange of
communication hetween Stallinn and Sanmei,

- With reference to the paragraph 11 of the Complaint, we state that we have exercised due diligence

regarding the veracity and adequacy of disclosure in the DRHP. We deny that we are acting in a
biased manner. We state that we are not the appropriate forum to investigate the books of account
of Stallion and any grievance that Sanmei has as regards the same should be dealt with by them in
an appropriate forum. We reiterate that we have relied on the report of the Statutory Auditors of
Stallion pertaining to the books of account of Stallion, for the purpose of making disclosures in the
DRHP.

With reference to the paragraph 12 of the Complaint, in addition to the explanations provided in
our letter dated July 10, 2024, we understand from the management and the Statutory Auditors of
the Company that as regards write-back of the liability pertaining to your clients, the same was made
placing reliance on Accounting Standard 29 (Provisions, Contingent Liabilities and Contingent
Assets)

The liability with respect to your clients was recorded as trade payable and not as provision in the
financial statements of the Company for financial year ended March 3 1, 2022, Trade payables are
financial liability (a financial instrument). There are no specific Accounting Standards notified by
the Ministry of Corporate Affairs on recognition and measurement of financial instruments.
Accounting Standard 20 defines Financial Instrument as under:

“A financial instrument is any contract that gives rise to both a financial asset of one enterprise
and a financial liability or equity shares of another enterprise.”

Further, a financial liability is any liability that is a contractual obligation to deliver cash or another
financial asset to another enterprise or to exchange financial instruments with another enterprise
under conditions that are potentially unfavourable. Accounting Standard 29 deals with provisions

_and contingent liabilities. It also deals with financial instruments not measured at fair value (refer

agraph 2 of Accounting Standard 29). The Company’s trade payables are financial liabilities

reference to the paragraph 13 of the Com plaint, we state that proposed amendments to the
losures pertaining to adverse effects on the financial condition of the Company are in relation to
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legal costs amongst others. that Stallion may incur in defending its position, should any legal
proceedings be initiated by your client which till date are not filed before any appropriate forum. We
also understand that the amounts disputed by Sanmei were included in the trade payables for the
financial ended March 31. 2022, Therefore, the relevant amount was written back in financial vear
ended March 31, 2023 and are reflected under the head “Liabilities no longer required written back” in
the Restated Financial Statements of the Company.

20. With reference to the paragraphs 14, 15 and 16 of the Complaint, we reiterate the contents of our
letter dated July 10, 2024.

21. With reference to the paragraph 17 of the Complaint, we deny that there are any accounting
irregularities in the books of account of Stallion. Sanmei’s false allegations regarding the same
appear to be a clear attempt to extract additional business profit by putting Stallion under duress.
As per our understanding, no illegality is done by Stallion in its books of account and the same
financial statements of Stallion disclosed in the DRHP are certified by its Statutory Auditors who
have a well-regarded professional judgement and reputation. The present Complaint appears to
reinforce the intent of Sanmei in raising the accounts it regularities to cause any nuisance to
Stallion and to us with an ulterior motive of derailing the Issue process.

22. With reference to the paragraph numbered 18 and 19 of the Complaint, we state that it appcars that
i Campany has adhered to the roquirement of Sclicdule 111 uf the Companles Act. 2015 and has
prepared its financials providing adequate disclosure. The write back amount is mot 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. 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
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
wiback (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. 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.

23. With reference to the paragraph 20 of the Complaint, we repeat and reiterate the contents of our
letter dated July 10, 2024. We state that there is no requirement for any investigation or inspection by
SEBI or the Institute of Chartered Accountants of India. We are shocked by the underhanded behaviour
of your client in giving directions to us to approach such authorities in public interest. Your clients
themselves have not approached any appropriate forum for obtaining any reliefs that they propose to
obtain through our means.

24. With reference to the paragraph 21 of the Complaint, we deny that we are acting in a biased manner

by relying upon the information provided by Stallion and their Statutory Auditors without verifying

the same, as alleged or otherwise. We state that we understand that the disputes between Sanmei and
@llion are ongoing and have not been settled before or adjudicated by any appropriate forum. Sanmei
’@% may have a biased view as regards its own position. We are not aware whether the information
: bcuments are true and completed as Sanmei has failed to produce order of any judicial authority
i ' ing the said position. Sanmei has utterly failed to understand that investigation of the books of
gt of Stallion is not within our ambit. We have relied on the professional opinion/report of the
ory Auditors who are qualified to prepare financial statements of an IPO bound company and
such report to be satisfactory. If Sanmei has any grievance on the books of account of Stallion and
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26.

27.

seck investigation of the same, it may approach the appropriate forum as neither us nor SEBI are an
appropriate forum for such.

- With reference to the paragraph numbered 22-23 of the Complaint. we deny that here are glaring

accounting irregularities in the books of accounts of Stallion pertaining to the transactions between

Stallion and Sanmei. We reiterate that we have conducted appropriate due diligence of Stallion as

required under the SEBI ICDR Regulations. We deny that the previous disclosures in the DRHP were

inadequate / incomplete and we deny that any proposed updates to disclosures in the DRHP are due 1o

any merits of in the Complaints / Rejoinders addressed by vou on behalf of Sanmei and we find no such

merit in them. We deny that proposed changes are being made are deliberately misleading or are a

desperate attempt to create a false narrative that undermines the contents of Sanmei's

Complaints/Rejoinders. We state that the changes suggested to the DRHP are only 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 deny that the proposed changes in

the disclosures are arbitrary and based on incorrect information provided by Stallion.

We deny that there are material contradictions between the books of account of the Company and the

Restated Financial Statements / Auditors Report for the relevant period, particularly regarding the

transactions between STALLION and SANMEI and also deny that the financial statements in the DRHP

do not reflect the true and correct picture of state of affairs of Stallion.

Based on the information provided by Stallion, we understand that the claim of USD4,11,150.00 (US

Dollars Four Lakh Eleven Thousand One Hundred Fifty Only) towards delay in returning the Containers

is false and concocted. We have been given to understand that all containers have been returned to
Sanmei and the containers could not be returned earlier to your clients due to their own delay in providing
the relevant shipping line and contract number and the same had caused Stallion to incur heavy ground
rentand 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 and deceitful. It has been explained to us that K &P Law Associates had provided Stallion
with the the account statements of Sanmei where Sanmei had shown a deposit of US$210,000 against
the containers vet to be returned to Sanmei by Stallion. Sanmei had claimed that 37 containers were yet
to be released by Stallion to it. In the initial request to return these containers, the representative of K&P
Law Associates who had visited Stallion’s office, 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 shipping company details with
whom Sanmei has a contract (o 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 ISO Tank) that was given by Stallion to the shipping
company for the safeguard and return of the containers. Afier providing such explanations, Sanmei who
till then was not following up or even providing contract numbers and shipping line name, promptly
provided the contract number and shipping line for return prepaid freight and then the containers were
slupped vut immedlately. Thereafter, when Stallion raised the request for eorrected accounts showing
the adjustment of USD 210,000.00 [US Dollars Two Lakh Ten Thousand Ouly] shown as deposit in the
name of Stallion, it was found that this is not money received from Stallion by Sanmei but the arbitrary
reduction of an amount from the credit limit Stallion had with Sanmei This eonfirmed Stallion’s cluim
that Sanmei used every manipulation to deny Stallion material and default on the signed contracts and
making false documents.

We understand that the delay for return of empty containers is due to delays by Sanmei in providing the
Xg{evant information as stated above and due to the COVID-19 lockdown period wherein a force majeure
alalso been declared by Stallion by way of issuance of a notice to Sanmei in April 2021. Therefore,
azalaim of Sanmei for delay in return of containers during the force majeure period is also infructuous
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28.

29

31,

More importantly. the delay in return of containers can be fully attributed to Sanmei taking advantage
and not wanting to pay the very high freight rates in that period and hence delaying and not providing
the return freight contract numbers and shipping line name to allow Stallion to send the containers back.
We state that the time period between receipt of the statutory notice dated December 2,2021 issued under
the Insolvency and Bankruptcy Code. 2016 and the reply of Stallion thereto have no bearing on the
DRHP and the Issue process and are simply inflated claims of Sanmei to deter the Issue process.

- We deny that the DRHP contains misstatements and selective disclosures regarding the transaction

between Stallion and Sanmei. We state that the claim of USD 4,11,150.00 [US Dollars Four Lakh Eleven
Thousand One Hundred Fifty Only] towards alleged delay in returning the containers is not disclosed in
the DRHP as the delay was made by Sanmei in picking up containers of which Sanmei is well aware and
was not made part of the statutory notice dated December 2, 2021 issued under the Insolvency and
Bankruptey Code, 2016 which is the matter disclosed in the DRHI’. We deny that there are several
nccounting ircegulwitics which Stallion las indulged n with the aim of derving undue benefits by
inflating prafit:. We alao understand v (e igement of Stallion tat te clanm ol USD 4,11, 150.00
[US Dollars Four Lakh Fleven Thousand One Hundred Fifty Only] towards alleged delay in returning
the containers is false and concocted and no legal proceedings have been filed by Sanmei against them
for pursuing such claim. Accordingly, in the absence of any formal complaint being filed before the
appropriate courts for recovery of the USD 4,11,150.00 [US Dollars Four Lakh Eleven Thousand One
Hundred Fifty Only] from Stallion, as such, no disclosure is required to be made of such claim in the
chapter on ‘Outstanding Litigations and Material Developments® of the DRHP. However, in order to
make the disclosure regarding the disputes between Stallion and Sanmei more comprchensive, it is
proposed to update the relevant risk factor and corresponding disclosure under the the chapter on
‘Outstanding Litigations and Material Developments’ of the DRHP in the manner given in hereto, though
earlier version was with sufficient details to make the prospective investors aware about the ongoing
dispute between Sanmei and Stallion,

We deny that the matter requires proper investigation by SEBI or any other appropriate authority as
deemed fit by SEBI. We also deny that we have not conducted any due diligence of Stallion. We state
that your clients are aiming to gain additional business profit by derailing (he Issue process and making
false allegations against us. The fact that your clients have not approached any relevant forum to obtain
reliefs as sought by them but are choosing to simply write 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 anly have a view to cause nuisance and there is no teal julerest in
protection of rights of common investors We reqnest yon 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

Taher Engincer
Compliance Officer
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Annexure A

(A) Revised disclosure under Risk Factor chapter:

13.  Zhejiang Sanmei Chemieal Industry Co. Ltd. (“Sanmei*) has issued a notice through its Advocates

demanding USD 12,51,290.00 i.e Rs. 949.85 lakhs from the Company in relation to certain
commercial transactions between the Company and Sanmei. Any adverse outcome of the disputes
between the parties pertaining to the subject matter of the notice may adversely affect our
reputation, business, operations, financial condition and resulfs of operations

The Company and Sanmei have had multiple contracts in the past for supplying gases. In the vear 2021,
the Company entered into more contracts with Sanmei to supply different refrigerants like R4 10a, R32.
R407C, etc., which were delivered in returnable 1SO-Tanks.

However, there's was a disagreement between the company 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 (“Notice”). However, there is no further
proceedings.

The Company responded to Sanmei's notice dated December 02, 2021 via email on December 23,2023
stating that Sanmei failed to fulfill contractual obligations by not supplying gases as agreed. Thereafier,
the Company also received a rejoinder notice from Sanmei's advocates on January 08, 2024. The
Company disputes such alleged debt and will defend against any legal action from Sanmei. Further, the
Company has also received a complaint on SCORES dated June 21, 2024 and the Company has duly
replied to the same vide letter dated June 27. 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 or before any arbitral tribunal by Sanmei. Further, there can be no assurance that
the Company will not receive further complaints from Sanmei in the future. 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. It may divert the attention of our Management and Promoters and
we may incur significant expenses in such proceedings, which could increase our expenses and liabilities.
If such claim is determined against us, there could be a material adverse effect on our reputation,
business, financial condition and results of operations.

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

“The Company and Zhejiang Sanmei Chemical Industry Co. Ltd (“Sanmei”) have previously engaged in
contractual agreements for the supply of various gases. In 2021, additional contracts were entered into
between the Company and Sanmei for the supply of different refrigerants, such as R410a, R32, R407C,
which were to be supplied in returnable 1SO-Tanks.

A claim/counter-claim has arisen between the Company and Sanmei, prompting legal action from
Sanmei's legal representatives. On December 02, 2021, Sanmei's legal representatives issued a formal
notice under the provisions of the Insolvency and Bankruptey Code, 2016 ("IBC, 2016"), asserting a
claim amounting to $12.51,290.00 against the Company.

pany responded to Sanmei's notice dated December 02, 2021 via email on December 23, 2023
we that Sanmei failed to fulfill contractual obligations by not supplying gases as agreed. The
disputes any debt and will defend against any legal action from Sanmei. Following the
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Company's response, Sanmei's legal representative’s sent a rejoinder notice dated January 08, 2024,
Further, the Company has also received a complaint on SCORES dated June 21, 2024 and the Company
has duly replied to the same vide letier dated June 27, 2024.

Itis 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 or before any arbitral tribunal in relation to the above by Sanmei.”
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August 07,2024

To. :

K&P Law Associates,

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

Kind Atrn: 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 vou, 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:

7§ Particulate i i Audited Financials | ~ Restated Financials
: L Head - Sub-Head Head - Sub-Head
Amount recognised in FY 2021-22 | Trade Payable Others Trade Pavable Others

Liabilities no longer
required written back

Sundry Balance

Amount Written off in FY 2022-23 | Other Income Wrback (Net)

Other Income

2. We further submit thal. 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 Lid ("Sanmei”) which has been writien 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 Accountants.

b)  Audit for the period April 2023 to September 2023 and restatement of financials for the year FY21, F¥Y22 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., Chariered 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 slatements to be restated for the below stipulated areas:

i. Change in accounting policy;

ii. Prior-period error;
iii. Nap-provisioning. regrouping, other adjustments;
iv. Audit qualifications;

v. Change in estimates.

Sarthi Capital Advisors Private Limited
CIN: U65180DL2012PTC238100
Regd. Off: 411, Pratap Bhawan, 5, Bhadur Shah Zafar Marg, I*few Delhi-110002; Tel: 011-23739425/26; Fax: 011-23739424
Corp. Off: 401, 4th Floor, Manek Plaza, 167, VidyaNagri Marg, Kalina, Santacruz (E), Mumbai- 400098 Tel: 022-26528671/72 Fax: 022-26528673
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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 Accountanis, Statutory Auditors of the Company
propose fo adopt in FY24:

During the audit of interim financial statements, till the signing date i.e. Novemher 14, 2023. as informed by the
management there was no development in the said matier 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
corres ondences from Sanmei on its claim which was written back by the Company in FY 2022-23.

3. 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 ai 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 10 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 11l 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 10
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.

4. 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.

srs Private Limited




