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First Overseas Capital Limited
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Maharashtra, India

Kind Attention: Mr. Rushabh Shroff/ Ms. Mala Soneji
Sir/ Madam,

Sub: Proposed Rights Issue of Sakuma Exports Limited
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With reference to the draft letter of offer (DLOF) in respect of captioned issue, clarifications sought
by SEBI and the replies submitted therein, it is stated that on scrutiny of the same, deficiencies /
instances of non-compliance of SEBI (Issue of Capital and Disclosure Requirements)
Regulations, 2018 (hereinafter referred to as SEBI (ICDR) Regulations, 2018) and instructions
have been observed, which are required to be rectified / complied with by you before filing the
offer document with the Stock Exchange and/ or ROC. Observations on the captioned issue and
other conditions to be complied with are indicated in Annexure 'I' and ‘II'. It may be noted that the
deficiencies / requirement of additional disclosures listed in the Annexure are merely illustrative
and not exhaustive. It is your responsibility to ensure full and true disclosures.
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As Book Running Lead Manager (LM), you shall ensure that all changes are effected based
on the observations / conditions contained in the Annexure before you file the offer document
with the stock Exchange / ROC. A letter confirming these changes and explaining, in
seriatim, the manner in which each observation / condition has been dealt with along with
your comments should be submitted to us before you file the final offer document with ROC
/ Stock Exchange. NO FURTHER CHANGES SHOULD BE EFFECTED WITHOUT
SPECIFIC WRITTEN CONSENT OF SEBI.
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It is to be distinctly understood that submission of offer document to SEBI should not in any
way be deemed or construed that the same has been cleared or approved by SEBI. SEBI
does not take any responsibility either for the financial soundness of any scheme or the
project for which the issue is proposed to be made or for the correctness of the statements
made or opinions expressed in the offer document. The LM has certified that the disclosures
made in the offer document are generally adequate and are in conformity with SEBI
regulations for disclosures and investor protection in force for the time being. The LM is
advised to ensure the same with respect to SEBI (ICDR) Regulations, 2018. This
requirement is to facilitate investors to take an informed decision for making investment in
the proposed issue.

3. g M oxe A O e o ¢ fob geft <4 rd o foriieRt gr wu 8 Fifnsdl 3Rg9R)
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It should also be clearly understood that while the Issuer Company is primarily responsible
for the correctness, adequacy and disclosure of all relevant information in the offer
document, the LMs are expected to exercise Due Diligence to ensure that the Company
discharges its responsibility adequately in this behalf and towards this purpose, the LMs
have furnished to SEBI a Due Diligence Certificate dated February 23, 2023 and July 28,
2023 in accordance with SEBI (Merchant Bankers) Regulations, 1992,
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The filing of offer document does not, however, absolve the company from any liabilities
under Section 34 of the Companies Act, 2013 or from the requirement of obtaining such
statutory or other clearances as may be required for the purpose of the proposed issue. SEBI
further reserves the right to take up, at any point of time, with the LMs any irregularities or
lapses in offer document.
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Any publicity materials / advertisements should not contain matters extraneous to the
information contained in the draft offer document. Attention is specifically drawn to the
provisions of Section 36 of the Companies Act, 2013.
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The LMs are advised to ensure that a detailed calculation of filing fees in relation to the
captioned issue in terms of regulation 71(1) and Schedule Il of the SEBI (ICDR) Regulations,
2018 is submitted to SEBI within seven days of filing the Prospectus with ROC / within seven
days of filing the Letter of Offer with the stock exchange, as the case may be, along with
details of filing fees paid till date.

_PQ/
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If filing fees paid by you is less than the actual fees required to be paid, the LMs are advised
to ensure and confirm compliance with the provisions of Schedule Il of the said Regulations
in regard to payment of the balance fees to SEBI.

TS o BT 3T 31 2, i 98 arad T Se1 31 9 Il Wi ¥ HiY® g, a1 T F 3y el
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If filing fees paid by you are more than the actual fees required to be paid, you are advised
to inform SEBI about the amount to be refunded, along with detailed calculation of amount
refundable and name of the person in whose favor, the cheque may be issued by SEBI.

TR i (3wg) 39 3iftmd 7 3 SR B Bl R | 12 7T & HfieR T e (3ifte
H | AP ) & forg Breft o IS g |

The proposed issue can open for subscription within a period of 12 months from the date of

issuance of this observation letter. %\\GA W

R /Place: T5 /Mumbai Poonam
YEHS YEUD
Assistant Manager
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Annexure |
OBSERVATIONS

Please refer to your letters/email dated August 25, 2023, July 31, 2023, April 27, 2023 and
April 10, 2023 and all other correspondences exchanged. LM is advised to ensure
compliance with the same.

In the above regard, LM is advised to ensure that the changes made pursuant to our initial
as well as subsequent set of clarifications are duly incorporated in the updated Letter of
Offer/Letter of Offer.

. Wherever the LM has undertaken to modify the risk factors in its replies, the same shall
be duly modified and incorporated in the updated Letter of Offer/Letter of Offer.

. Wherever the LM has mentioned “Noted for compliance” or “Complied with and noted for
compliance” in its replies, LM shall ensure that the same are duly complied with.

Summary of the Offer Document- Simple conversational language to be used. No
abbreviations shall be used.

Definitions and Abbreviations- for Technical, Company / Industry related Terms or
Abbreviations, along with the expanded form, suitable meaning / explanation to be
provided in simple language.

LM is advised to restate the disclaimers of industry review, in line with interaction with AlIBI.

Regulation 70 (3) of SEBI (ICDR) Regulations, 2018, requires LM to exercise due diligence
and satisfy himself about all aspects of the issue including the veracity and adequacy of
disclosures in the draft letter of offer and the letter of offer. In view of the same, LM is
advised to ensure that:

i.  The letter of offer shall not contain any information where no responsibility is taken
by the LM or the Issuer Company / Expert.

i. The “Industry Overview” section represents a fair and true view of the comparable
industry scenario and the same is neither exaggerated nor have any underlying
assumptions been omitted for investors to make an informed decision.

iii. LM is further advised to include industry report in the list of material documents for
inspection and also provide a link in the offer document for online access of industry
report.
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The risk factors, to the extent possible, should disclose the specific as well as
financial/economic impact on the company rather than being generic.

LM is advised to rearrange the risk factors in order of importance/ materiality. Please note
that risk factor numbers referred to in the observation letter is as per Draft letter of Offer
(DLOF) submitted vide letter dated February 23, 2023.

Risk Factors — Every Risk Factor shall be provided with a cross-reference to the detailed
description of the facts/reasons in the updated Letter of Offer/Letter of Offer, wherever
applicable.

LM is advised to disclose updated financial information, as applicable, at all relevant places
in the Letter of Offer.

LM is advised to specify at all relevant places in the offer document, wherever financial
information disclosed is on standalone basis or consolidated basis.

Risk Factor 2: LM is advised to disclose in a tabular format details of percentage income
earned from various geographies for FY 21-22 and FY 22-23.

Risk Factor 3: LM is advised to specify and substantiate seasonal risks associated with
each commodity with quantitative data. Also disclose any past instances of losses due to
expiry of shelf life of commodities. Further, LM is advised to disclose a separate risk factor
for seasonality of its sugar trading business.

Risk Factor 4: LM is advised to disclose quantitative data to substantiate the risk factor
and disclose past instances, if any. Further, LM is advised to disclose a separate risk factor
disclosing details of suppliers (including top 10 suppliers) along with concentration of
supply of agricultural commodities in a few suppliers, as applicable, their locations, details
of agreements, etc.

Risk Factor 5: LM is advised to disclose past instances of product liability claims/ return of
products due to quality issues, if any.

Risk Factor 6: LM is advised to disclose the details of lease/ terms and conditions which
may have impact on the issuer company in risk factor. Further, LM is advised to disclose
whether lease agreements have been entered into at market terms and at fair prices with
both related parties or otherwise. Also confirm whether all transactions are at arm’s length
and there is no conflict of interest in case of transactions with related parties.

Risk Factor 7: LM is advised to disclose past instances of disruption in transportation
services due to any reason, or price fluctuations, if any leading to material losses to the
company. Further, disclose whether the company has concentration of business in few of
these providers, etc. LM is also advised to disclose the transportation risk involved in
export intensive business and the impact of the same for the issuer company, pas
incidents of loss due to transportation risk in the DLOF.

Securities and Exchange
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20. Risk Factor 8: LM is advised to move the risk factor to top 20 instead of top 10.

21. Risk Factor 9: LM is advised to disclose detailed reasons for negative cash flow from
operations in the past.

22. Risk Factor 10: LM is advised to modify/ correct the heading of risk factor stating “...... are
engaged in the same line of business to that of our company and may have incurred losses
in the past.” Further, LM is advised to disclose/ provide cross-reference for details of
shareholding of the company in its subsidiaries/ step down subsidiaries and details of
subsidiaries which constitute a substantial part of company's revenues/ assets on
consolidated basis. Also, disclose financial details of GK Exim FZE W.L.L in INR along
with exchange rate of BHD to INR.

23. Risk Factor 11: LM is advised to confirm that no consent is pending from any lender for
undertaking the proposed Rights Issue. LM is advised to disclose details of
defaults/delays/ rescheduling/ evergreening of loans by the company in past, if any.

24. Risk Factor 12: LM is advised to disclose that the unsecured loan is availed from related
party(ies) and specific risks associated with the same.

25. Risk Factor 13: LM is advised to confirm that all related party transactions in the past are
undertaken in compliance with extant laws and regulations of various regulatory/ statutory
authorities.

26. Risk Factor 14: LM is advised to disclose past instances of any violation of FEMA or any
other laws/ regulations related to the company’s operations in foreign exchange currency.
LM is advised to reword the heading to reflect the risk that majority of revenue of the
company is from exports business and the same is subject to Forex risk.

27. Risk Factor 16: LM is advised to disclose in a tabular format details of top 10 customers
along with revenue earned from them as percentage of total revenue, tenure of
agreements, location of customer, etc.

28. Risk Factor 17: LM is advised to disclose in a tabular format, details of trade receivables
cycle of the company for FY 20-21, FY21-22 and FY 22-23 on consolidated basis and
detailed reasons for decrease in trade receivables period from FY 20-21 to FY 21-22.

29. Risk Factor 18: LM is advised to disclose past instances, if any. Further, disclose a similar
risk factor for orders from the company’s suppliers.

30. Risk Factor 19: LM is advised to disclose insurance cover for each type of insurance taken
(amount in INR) and insurance coverage as a percentage of its total assets, etc. and
details of industry benchmark in this regard.

31. Risk Factor 20: LM is advised to disclose in a tabular format, details of all material permits/
license/ approval obtained from which statutory/ regulatory authorities and their expiry@‘
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date/ year, as applicable. Further, disclose the list of pending approvals and the updated
status of the same in the risk factor.

Risk Factor 21: LM is advised to move the risk factor to top 10 and also disclose decrease
in revenues of the company from FY 19-20 to FY 20-21 and detailed reasons for the same.

Risk Factor 26: LM is advised to provide a cross-reference to industry report disclaimers
and assumptions.

Risk Factor 27: LM is advised to disclose details of any downgrade in the rating/ outlook
of company’s borrowings (long term/ short term) in the past. Further, disclose details of all
credit ratings obtained by the company for last 5 financial years.

Risk Factor 29: LM is advised to quantify the impact of COVID-19 on the company’'s
operations.

LM is advised to disclose actions taken/ penalties/ warning letters issued, if any, by SEBI/
SEs in the last 3 years in DLOF.

LM to disclose the concentration of revenue from top 5/10 customers in the DLOF.

In page 2 of corrigendum-cum-addendum, Risk factor 1, LM is advised to modify the
heading of risk factor to include risk of availability, quality and pricing of agro commodities
and fluctuations.

In page 3 of corrigendum-cum-addendum, Risk factor 3, LM is advised to remove “or
interest rate fluctuations” from the heading of risk factor as the content of risk factor has
no disclosures/data related to interest rate fluctuations.

In page 3 of corrigendum-cum-addendum, Risk factor 4, LM is advised to remove/ clarify
“and the products of our customers” from the heading of risk factor. Further, specify for
which commodity is “export quota of 11.2 million MT for SY2022" disclosed. Also, disclose
full form of SY in Risk factors and Industry Overview.

In page 8 of corrigendum-cum-addendum, LM has stated that “The company anticipates
an increase in trade receivables because of alteration in its business strategy of exporting
goods via transportation combination of FOB and CIF...” LM to disclose current strategy
and impact of change in strategy in DLOF.

In page 18 of corrigendum-cum-addendum, LM has referred to “/ISMA preliminary
estimates ...... ” highlighting on declining sugar production, lowering crushing days and
diversion to ethanol production. LM to disclose the same as risk factor along with the
source of such information in DLOF.

LM is advised to add the following as a separate risk factor under suitable heading in

DLOF: %(
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i. In page 73, it is noted that 68.34% of sales is from Exports. LM is advised to
disclose the same in heading of risk factor and risk associated with ban/
restriction on Sugar Exports, which is the main business of the issuer company
and its impact on revenue/ profit of issue a company in DLOF. LM is advised to
also disclose Control measures/ imit set by GOI on Sugar Exports or ban if any,
in the last 5 years.

ii. Issuer company’s main business being export of sugar the higher reliance on
monsoon /rainfall for the sugar crop;

iii. Sugarcane being water intensive agriculture product; any incidence of drought
will impact the production;

iv. Competition from big players in sugar industry which are in manufacturing /
exporting of sugar may have impact on the business of company.

v. Delays in payments to sugar farmers resulting in switch off of crops by the
farmers may affect the production capacity;

vi. Sugar exports business is highly dependent on manufacturers and the quality of
output.

44. LM is advised to ensure that the company clearly discloses/ informs the entire Rights issue/
entitlements process to the shareholders.

45. It is disclosed in the business overview that “The balance of the business is contributed
through the other agro commodities like grains and petroleum & minerals and Renewable
energy.” LM is advised to ensure suitable and specific risk factors are disclosed in relation
to trading in these commodities. (Page 73 of DLOF)

46. Objects of Issue- LM is advised to ensure deployment of funds for general corporate
purposes (“GCP”) includes such identified purposes for which no specific amount is
allocated or any amount so specified towards GCP or any such purpose by whatever name
called, in the DLOF. In this regard, LM is advised to suitably modify the purposes of GCP.
Please note that since the Objects of Issue is utilization of net proceeds for working capital
requirements, operating expenses shall not be allowed from GCP.

47.LM is advised to disclose a suitable risk factor for risks associated with decrease in
revenue/profits of the company from the last FY.

48. LM is advised to disclose a suitable risk factor for risks associated with significant increase
in working capital requirements of the company for the last FY.

49. LM is advised to disclose a suitable risk factor for risks associated with receipt of export
incentives by the company, if any.

50. LM is advised to disclose the date of Industry report titled “Indian Sugar Sector’. Further,
LM is advised to perform necessary due-diligence and provide an undertaking confirming
that there is no conflict of interest in these responsibilities to be performed by ICRA Limited@é‘(
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.In page 73, disclosure related to pictorial representation of business verticals of the
company, LM is advised to disclose percentage of revenue earned by company from each
of its business verticals for the last FY.

In page 78, disclosure related to leased properties, LM is advised to incorporate a column
disclosing whether the lessor is a related party.

LM is advised to ensure that names of all individuals/ entities disclosed in the Offer
document are spelled same with correct surnames. There should not be any inconsistency
at different sections of the document.

LM is advised to disclose in detail, reasons for increase in revenue, borrowings, trade
receivables, etc. (having significant fluctuations) for the last FY and stub period, as
applicable.

LM is advised to update the section Outstanding Litigations and defaults and disclose a
suitable risk factor in case any litigation may have a significant adverse impact on the
company.

LM is advised to ensure that relevant disclosures as to all actions/complaints/pending
litigations with Regulatory Authorities is made in the Letter of Offer.

LM is advised to disclose all certificates issued by Chartered accountants for the purpose
of the Rights issue as part of material documents for inspection. Further, LM is advised to
ensure that the material contracts and material documents shall also be made available
for inspection through online means.

LM is advised to disclose only Legal advisors to Issuer on Page 40 of DLOF.

With respect to all the complaints received by LM/Company/forwarded by SEBI, LM is
advised to ensure that there is adequate redressal of the complaint and relevant
disclosures as to the same are made in the Letter of Offer and other Offer related material
along with the disclosures of the Financial Impact of the same, if any. Further, LM is
advised to incorporate a prominent Risk Factor, if required, for such complaints received.

LM shall also ensure that all the complaints received by LM/Company or forwarded by
SEBI be made part of the material documents for inspection.

LM is advised to ensure that the disclosure of details of all the criminal matters initiated by
or against the company, subsidiaries which are at FIR stage and no/some cognizance has
been taken by court is incorporated in the Letter of Offer along with appropriate risk factor.

in this regard. )
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62. LM is advised to update the Letter of Offer in respect to all pending litigations including for
any legal notices where the Company is in receipt of such notices post filing of Draft Letter
of Offer.

63. LM is advised to disclose the following in the Letter of offer:

i) Rights Entitlements (REs) which are neither subscribed nor renounced on or before
the Issue Closing Date shall lapse and shall be extinguished after the Issue Closing
Date.

ii) If no application is made by the purchaser of REs on or before Issue closing date then
such REs will get lapsed and shall be extinguished after the Issue Closing Date. No
shares / other securities for such lapsed REs will be credited, even if such REs were
purchased from market and purchaser will lose the premium paid to acquire the REs.

Persons who have bought Rights Entittements (REs), shall require to make an
application and apply for shares / other securities offered under Rights Issue, if they
want to subscribe to the shares / other securities offered under Rights Issue.

deddhkkkdhkikk
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Annexure |
General Observations

LM is advised to ensure that prior to filing of Letter of Offer with Registrar of Companies,
the Issuer Company has received crucial clearances / licenses / permissions / approvals
from the required competent authority which are necessary for commencement of the
activity for which the issue proceeds are proposed to be utilized.

LM is advised to ensure that the ‘Observation Letter’ issued by SEBI is included among
the material contracts and documents for inspection.

LM is advised to ensure that prior to proceeding with the issue, “No Objection Certificates”
are obtained from all the lenders with whom the company has entered into an agreement
and the terms of such agreement require an approval to be taken.

LM is advised to ensure that adequate disclosures are made to disclose any material
development which may have a material effect on the Issuer Company between the date
of registering final prospectus or the red herring prospectus or the letter of offer, with the
Registrar of Companies or designated stock exchange, as the case may be, and the date
of allotment of specified securities, while ensuring compliance with Regulation 83 and
Schedule IX of SEBI (ICDR) Regulations, 2018.

LM is advised to ensure that exact cross-referencing of page numbers is provided in the
letter of offer instead of general cross-referencing.

In pursuance of Regulation 71 Sub-Regulation 7(a) of SEBI (ICDR) Regulations, 2018, LM
is advised to certify while submitting the in-seriatim reply that all amendments, suggestions
and observations advised by SEBI have been complied with and duly incorporated in the
letter of offer, while also indicating the page number for the same.

. ASBA:

LM is advised to ensure that sufficient number of Physical ASBA forms are printed and
dispatched directly to all designated branches of SCSBs which are located in places
of mandatory collection centres as specified in Schedule Xl of SEBI (ICDR)
Regulations, 2018, Syndicate Members and Registered Brokers of Stock Exchanges,
the Registrars to an Issue and Share Transfer Agents (RTAs) and Depository
Participants (DPs) registered with SEBI, at least two days before the opening of the
issue. This shall be in addition to ASBA forms which shall be sent to controlling branch
of SCSBs for sending to designated branches other than those located in mandatory
collection center.

LM is advised to ensure that the ASBA mode of payment is highlighted in bold in all

the advertisement / communication informing about the issue. Further, LM is als%(
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advised to ensure that the following is suitably incorporated in all advertisements /
communications regarding the issue issued by the issuer:

ASBA .

Simple, Safe, Smart way of Application !!!

Mandatory in public issue from January 01, 2016
No cheque will be accepted
*Application supported by blocked amount (ASBA) is a better way of applying to
issues by simply blocking the fund in the bank account. For further details check
section on ASBA below.”

a. The foliowing paragraph on ASBA may be inserted in the
advertisement/Communications:

"APPLICATIONS SUPPORTED BY BLOCKED AMOUNT (ASBA): Investors have to
apply through the ASBA process. ASBA has to be availed by all the investors except
anchor invesiors.

For details on the ASBA process, please refer to the details given in ASBA form and
abridged prospectus and also please refer to the section “Issue Procedure - Issue
Procedure of ASBA Bidders” beginning on page xxx of the Letter of Offer.”

ASBA bid-cum application forms can also be downloaded from the websites of
Bombay Stock Exchange and National Stock Exchange. ASBA form can be obtained
from the list of banks that is available on the website of SEBI at www.sebi.qgov.in.

Fehkhkkikkkdkh
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