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ORDER

The present Application has been filed by Puqiab National [ant ("Financial Creditor"),

under Section 7 of the Insolvency and Bankruptcy Code, 2016 ('IBC") read with Rule 4

of the Insolvency and Bankruptcy (Application to Adjudicating Authority) Rules, 2016,

to initiate Corporate Insolvency Resolution Process ('CIRP") of Pride Cote Private

Limited ("Corporate Debtor") for an unresolved Financial Debt of Rs. 42,02 ,42,577 -55/-

As per the Petitioner, the brief facts of the case are as follows: -

2.1. The Corporate Debtor is a Public Limited Company incorporated on' 02.02.2009

under the Companies Act, 1956, and registered with ttre Registrar of Companies,

Shillong. The Directors of the Corporate Debtor are Sri Amit Agarwal, Sri Hemant

Harlalka, Smt. Nisha Harlalka, Sri Amiyo Islary, and Sri Sanjib Deka. Additionally,

Sri Kamal Kumar Harlalka, Sri Hari Chand Agaru'al, and Sri Vipin Singhal stood

as personal $Erantoni. Equitable mortgages were created over the properties of the

Corporate Debtor, Sri Amiyo Islary, and Sri Haxi Chand Agarwal by deposit of title

deeds in favour ofthe Financial Creditor as seouity for repaymetrt of credit facilities.

2.2. Pursnant to the Corporate Debtot's request, the Financial Creditor, vide Saolcfjon'

Lefter dated 14.09.20 I 0, sanctioned various facilities aggregating to t I 833.47 lakhs

including:

i.Takeoverofexistingfacilities:CashCredit-<725.00lakhs,WCTLagains

Transport Subsidy - {525.00la}hs, Term Loans -<L(.L[laklrs and tl14.33

lakhs.

ii. Fresh Term Loan - <280.00lalfis.

iii. Ad-hoc limit - t175.00 takhs.

2.3. Subsequently, ide Sarrojron Letter dated 08.M.2011, the existing facilities were

reviewed and enhanced. The Cash Credit limit was increased to 11100.00 lalfis,

WCTL reviewed at {487.18 lakhs, aod Term Loans revised to t93.61 lakhs and

<283.45 lakhs respectively, increasing the total sanctioned limit to <19.75 Crores.
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2.4. On subseErent occasions, based on further requests of the Corporate Debtor, the

Financial Creditor sanctioned the following additonal ad-hoc and working capital

limits:

i. <70.00 lakhs (03.09.2011)

ii. t100.00 lakhs (22.11.2011)

iii. t150.00 lakhs (13.03.2012)

iv. t200.00 lakhs (17.10.2012)

In view of the Corporate Debtor's request for Bank Guarantee ("BG") and Letter of

Credit ("LC") facilities, vide Sanction Letter dated 19.02.2013, the Financial

Creditor sanctioned a BG/LC limit of t200.00 lal:hs, reducing the Cash Credit

accordingly. The Terrr Loan facilities stood reviewed at t71.00lakhs and <275.00

lakhs. The overall e)q)osure rcmained at<19.M Crores.

Thereafter, the Cash Credit limit was reinstated to <1600.00lakhs, an6 additional

ad-hoc limits were sanctioned as follows:

i. t100.00 lakhs (03.12.2013)

ii. <100.00 lakhs (15.03.2014)

iii. t300.00 lakhs (23.04.2014)

iv. t200.00 lakhs (09.12.?.01n)

v. t250.00lakhs(14.05.2015)

These were accompanied by pcriodic reviews of Term Loans and retention of the

Cash Credit limit at <1600.00 laikhs, with the overall ctedit e:rpozure peaking at

<21.75 Crores.

Pursuant to a Board Resoiution dated 19.05.2015, the Corporate Debtor sought

biftucation of the Cash Credit facility for its Coke and Rice Mill Unis. Yide Sarrcfion

Letter dated 06.08.2016, the Financial Creditor sanctioned bifircated Cash Credit

limits of (600.00 Lakhs and t100.0Q [,akhs r€qpectively, along with a fresh Terrt

Loan of <950.00 L,khs, BG of <250.00 lakhs, and Foreign Letter of Credit
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("FLc")/ Local Letter of credit ("LLc") or ti@
overall e4posure stood revise d at 729 .50 Crores.

2.9. The FLC/ LLC limit of t150.00 Lakhs was subsequently converted into Term Loan-
II. The loan facilities lvere renewed ide Sandon Letter dated, 28.03.2018. The

Corporate Debtor, through its Directors, executed all relevant Loan cum Security

Documents, including Demand Promissory Notes, Hlpothecation Agreements,

Deeds of Guarantee, and Letters of Continuity. The Personal Guarantors executed

corresponding Guarantee Agreements.

2.lO.Equitable mortgages were created over immovable properties of the Corporate

Debtor and its guarantors:

i. The Corporate Debtor mortgaged land measuring 6 Bigha(IGtha 17 Lechas

and 2IGtha 15 kchas by depositing registered sale deeds dated 15.10.20M

and 04.10.2005.

ii. Sri Amiyo Islary mortgaged 13 Bighas of land by depositing a registered sale

deed dated 06.10.2012.

iii. Sri Had Chand Aganval mortgaged trro plots measuring I Katha 13 Lechas

and 4 Katha 3 Lechas vide deeds dated 16.02.2000 and Z4.O2.l9gg, though

one of the propoties bas since been sold under the SARFAESI Act on

t1.a8.2022. : . ;i

2.i1. The execrition of tnortgage docur^:,ents and continuity terteas were acknowlcdged .,,:

by the DireCtors, indgdrng Letters of Confirmation dated 10.11.201,0, 30.11.2010, .,.

and subsequeet dates turough 2015. Charges were duly registered with the

Registrar of Companies. 
,, , i\

2.12.1\e last renewal and execution of the loan documents took placg on.28.03.2018 . ,,

and 10.08.2018' respectively. The Directors aclmowledged liabitty though

Balance Confimation Letters dated 01.08.2019. The audited Balance Shee-ts for .

FYs 2018-2021 filed by the Corporate Debtor records and admits the liability.

Further, the Corporate Debtor zubmitted One-Time Settlement ("OTS")
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proposals dated 18.06.2022 and 03.09.2024, evidencinS continuing

acknowledgment of debt.

2.13. The loan accounts, namely Cash Credit-I, Cash Credit-Il, Term Loan-I, and Tem
Loan-II, were classified as Non-Performing Assets (I.[PA) as on 31.03.2021. A

Demand Letter dated 04.09.2019 and a Demand Notice dated 13.09.2021werc

issued. As on 31.01.2025, the total debt sands at<A,02,43,577.55.

2.14.T\e Corporate Debtor filed objections, to which the Financial Creditor has filed

detailed rejoinders. Simultaneously, the Financial Creditor has instituted OA No.

521/2022 before the Debit Recovery Tribunal ("DRT") for recovery of

<25,22,80,880. 78, which ls6ains p€nding.

2.l5.The instant petition under SectionT of the IBC has been filed well within the

period of limitation, zupported by sufficient documentary evidence of default and

acknowledgment of liability by the Corporate Debtor. Therefore, a c.Ne is made

out for admission of the Petition and initiation of CIRP against the Corporate

Debtor.

3. Submissions by the Corporate Debtor:

3. 1. Mr. Amit Agarwal, Director of the Corporate Debtor, filed an Affidavit-in-Reply on

behalf of the Corporate Debtor and raised preliminary objections regarding the

maintainability of,the Petition, zsseruag ttrat the Applicant has failed to produce

admissible documentary evidence to establish the existence of a "financif 4etf'] af.

defined underSection 5(8) oi'fie IBC, or ite date of defatrlt as rcquired under Sgd?l

7(3Xa) of IBC.
-l' r, I

3.2. lt is contended that the mere existence or"banking transactions or fund t'ansfers $oes

not ipso falto constinrte a financial debt, unless supported by valid documen1ation

that evidences an intention io create a debtor-creditor relationship ( :

3.3. It is firther contended that the conduct of the Financial Creditor reveals that the

alleged credit facilities were extended primarily to earn usurious interest, and the
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3.4.

3.5.

3.6.

p*r"nt insolvency proceeding is a misuse of IBC for debt recovery' contrary to IBC's

objective of resolution.

It is also assetted that there is no legally enforceable "record ofdefault'as defined

under Section 3(12) of the IBC and relevant regulations, and thereforer the petition

is not mainainable.

It is sgbmitted that the present petition is barred by limitation. The last alleged

acknowledgmeat of liability, dated 01.08.2019, cannot exteld the limitation beyond

three years under Article 137 of the Limitation Act, 1963. Hence, the petition filed

:m2025 is time-barred.

The Corporate Debtor ctrallenges the Applicant's reliance on OTS proposals dated

Lg.O6.ZOZ2and 03.09.20V|for thepuryose of extending limitation under Section 18

of the Limitation Act. It is conteaded that these OTS proposals were executed

unilaterally by a singls director without a valid Board Resolution or authority from

the company, and thus cannot be treated as valid acknowledgments of debt.

3.7. The Corporate Debtor places reliance on Indiu Bank v. ABS Marirc hofucB M'

lfit., (2020 SCC OnLinc SC 602), to arguethatany actwith financid implication must

be backed by requisite corporate authorization, faili4g which zuch act is ultra ira

and non-binding.

3.8. It is further contended that the OTS proposals do not constitute valid

acknowledgmens under Section 18 of the Limitation Act, as they do not contain a

clear and unequivocal admission of a nrbsisting liability. Reliance is placed on Asset

Rca rctruction Compony (Irrdia) I*1. t. Bislral [ais*al, (2021 SCC AtLittc 8C 321),

where the Hon'ble Supreme Court held that a valid acknowledgment must reflect a

conscious admission of a legally enforceable debt.

3.9. The Respondent also relies on Dana Ban* (no* Ban* of Baroda) v. C, Shivahnur

Reddy, (2021 SCC Orlhu SC 543), to zubmit that mere expressions of willingness to

settle are insufficient to constitute aclarowledgment undet Section l8 unless there is

an express adsrission of liability.

Page 6 of 14
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3.10. Accordingly, it is submitted that the present Petition is barred by limitation and liable

to be dismissed at the threshold.

3.11. The Corporate Debtor further challenges the authority of Mr. Kumar Abhinav, who

is stated to have filed the Petition on behalf of the Financial Creditor, contending

ttrat the letter of authorization issued by the Deputy General ldaneSer lacks proper

corPorate sanction.

g.Lz.ltis submitted that the Financial Creditor has failed to place all material facts before

this Tribunal and that the Corporate Debtor continues to remain financially solvent

and operationally healthY.

3.13. The Corporate Debtor submits that no legally enforceable financid debt exists that

would give rise to a cause of action under Section 7 of IBC. It is alleged that the

Financial Creditor ha< misused the insolvency process, which warrants dismissal of

the Petition.

4. Additional Submissions by the Corporate Debtor, nde affidavit dated 19 '05 '2025:

4. 1. The Corporate Debtor reiterates that it is a duly registered Micro, Small and Medium

Enterprise (MSITIE) and had formally notified the Applicant Bank of its MSME

staus vide letter dated 22.06.2021, accompanied by requisite documentation in

compliance with the Micro, gmalt aad \dedium Enterprises Development Act, 2006

("MSMED Act")'

4.2. It is submitted that the Applicant Bank failed to adhere to ttre RBI's binding

guidelines for resolution of stressed MSME accounts, including those iszued raa

Circular dated 17.03.2016, which mandate the implementation of Corrective Action

plans (CAP), viability studies, and restnrcturing before initiating recovety or

insolvency proceedings.

4.3. The Hon'ble Supreme Court in Snuil Scale ht&tstrial ManufacttftTs Asciation v,

Ilnim of hdia & 06,, (2021 SCC OnLinc 8C 1020), has emphasized that the RBI's
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MSME revival framework is a mandatory procedural safeguard and not a mere

formality.

4.4. The Reqpondent relies on Central Bar* of ldio v, Raitdru K2002) I $CC 3671 afi
ICICI Banh ltd, v, Wial Liqaidabr of APS Stbl fi dr&ries Ltd, K20 I 0) I 0 SCC 1l to

assert that RBI directives issued under Sections 21 and 35A of the Banking

Regulation Act, 1949, have statutory force and bind all financial instinrtions.

4.5. Further reliance is placed oo, Mls Pm Kti/s t. Board ofDirectun, Canaru Banlg where

the Hon'ble Supreme Court held that actions against MSMEs must strictly adhere to

the revival and rehabilitation framework.

4.6. The Respondent invokes the principle laid down tn Taybr t Taylu ft1t76) I Clt D

A6J a11daffi1med in Nazir Ahmad * Kitg Empemr IAIR 1936 PC 2ll],thatwhere a

statute prescribes a specific procedure, it must be followed strictly.

43. Itis submitted that the initiation of proceedings under Section 7 of IBC without prior

compliance with the MSME revival framework constitutes abuse of the insolvency

process aod contravenes the legislative intent underlying both the IBC and the

MSMEDAct,2006.

4.8. The Respondent relies on &+,iss Ribbotrs H, Ltd. v. (hion of hdia YQ019) 4 SCC

17J, to underscore that IBC is not to be used merely as a debt recovery tool,

particularly against MSMEs, and must be applied in a balanced and equitable

uraofler.

4.9. Hence, the Corporate Debtor prays for dismissal of the Petition filed under Section

7 of IBC on the grounds of being non-maintainable in law, barred by limitation,

unsupported by valid documents, and initiated in breach of mandatory statutory

obligations applicable to MSMES.

5. Heard the learned counsels for both parties and perused the records. The present petition

under Section 7 of IBC has been filed by the Financial Creditor seeking initiation of the
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CIRP against the Corporate Debtor on the ground of default in repayrrent of a purported

financial debt.

6. The Financial Creditor has placed on record a series of Sanction Letters, Loan

Agreements, Deeds of Guarantee, and documents evidencing creation of eqtritable

mortgage by deposit of title deeds over the immovable properties of the Corporate Debtor

and its personal guarantors, to demonstrate the financial facilities provided to the

Corporate Debtor from 2010 to 2018. The total sanctioned facilities peaked at <29.50

Crores.

7. T\e Corporate Debtor acknowledged this liability tbrough various documents, including

continuity letters and balance confirmation letters dated 01.08.2019, firrther supported by

audited balance sheets for the financial yeas2018-2021.

8. The accounts of the Corporate Debtor were classified as Non-Performing Assets (NPA)

on 31.03.2021 constituting a defaultunder the IBC. The Demand Notice dztedl3.09.202l

under Section l3(2) of the SARFAESI Act and the pending OA No. 521/2022before the

DRT for recovery of 125,22,80,880.78 filther substantiate the default.

9. The Corporate Debtor has denied the existence of any default and contended that it

continues to be financially viable. It has also alleged non-disclosure of full faca by the

Financial Creditor. However, no specific instance of concealment or suppression has been

pointed out by the Corporate Debtor, and the allegation remains vague and

unsubstantiated.

10. In the present case, the Corpomte Debtor admitted that OTS proposals datedl8.M.2022

and 03.09.2024 werc issued within three years from the default dated 01.08.2019.

However, the Corporate Deb,tor contends that these acknowledgments were not supported

by board resolutions and hence are ultra vires.

11. The Tribunal notes that the OTS proposals were issued in the name of the Corporate

Debtor and pertain directly to its acknowledged liabilities. The Financial Creditor was

entitled to presume that the director was actiog with appropriate authority based on the
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docuine of indoor management and were not required to veriff internal authorizations

like Board Resolutions

12. The authority of a company is exercised through its Board of Directors, and individual

directors, as Key Managerial Personnel, act as ageots of the company within their scope

of authority. The act of proposing an OTS is a corporate act undertaken to settle company

debts, and the company cennot now disclaim such acts after having benefitted from the

negotiations. To allow otherwise would enable the Corporate Debtor to approbate and

reprobate, which is impermissible under settled principles of equity, estoppel, and

corporate accountability.

13. Additionally, in Daa Bonk y, C, Shivahuut Rctldy arrd Bishal ,Iaiwal v. Assct

Recon$ructio1 Co. Ondia) Lttl., ttre Hon'ble Supreme Court has held that a proposal for

OTS can constiflrte a valid acknowledgment of debt under Section 18 of the Limitation

Act, provided it is made before exptry of the limitation period and reflects a subsisttng

liability.

14. Notrrittrstanding the exclusion ofthe aforesaid OTS proposals, the audited Balance Sheets

for the Financial Ye ars 2018-2021 , which are statutory documents approved by the Board,

clearly reflect the admitted liability aJrd operate as valid acknowledgments under Section

18 of the Limitation Act, 1963. Additionally, Balance Confirmation Letters dated

01.08.2019, executed by the Directors of the Corporate Debtor, have not been specifically

rebutted at the relevant time and constitute figther acknowledgment

15. Hence, the Balance Confirmation Letters dated 01.08.2019, coupled with the audited

Balance Sheets for the Financial Years 2018-2021, constinrte valid acknowledgrnents

under Section 18 of the Limitation Act, 1963, thereby zufficiently extending the period of

limitation.

16. The Corporate Debtor has raised a defence based on its MSME registration and contended

that rhe Financial Creditor failed to comply with RBI guidelines on the restnrctuing of

stressed MSME accounts. While the RBI circulars do mandate a stnrctured framework
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for resolution of MSME distress, the non-compliance with such circulars cannot rcnder a

petition under Section 7 non-maintainable Per se.

17. Moreover, the IBC is a self-contained code, and where a financial debt and default are

established, procedural non-compliance with RBI guidelines does not defeat the statutory

remedy.

l8.lo, Imoveatiye Industria I*1. y, ICICI Banh K201E) I SCC 407J, the Hon'ble Supreme

Court held ttrat once a default is established, the Adjudicating Authority is bound to admit

the petition under Section 7 of the Code, unless there exists a bona fide dispute or the debt

ieelf is not legally enforceable.

19. Thus, it is well settled that the Adjudicating Authority is not required to conduct a roving

enquiry into disputes unless the debt is disputed with substantial grounds. In the present

case, there exists ample documentary evidence showing the disbunal of financial facilities,

creation of security, acknowledgment of debt, and occurrence of default.

20. The application under Section 7 is complete in terms of the requirements rurder the Code

and the IBBI (Insolvency Resolution Process for Corporate Persons) Regulations,2016-

The Financial Creditor has ctearly established the existence of a financial debt under

section 5(8) of IBC and the occrrrence of default, whidr exceeds the threshold under

Sectiou 4 of the Code. Moreover, the pendency of proceedings before the DRT does not

bar initiation of proceedings under Section 7 of the Code, as the remedies under IBC and

recovery proceedings under The Recovery of Debts Due to Banl6 and Financial

Institutions Act, 1993 are distinct.

21. In Ught of the above findings, this petition under Section 7,18C is hereby admitted and

initiation of CIRP is ordered against Pride Coke Private Limited under Section 7, IBC

read with Rule 4 of the Insolvency and Banknrptcy (Application to Adjudicating

Authority) Rule, 2016, with the following order:

i. The order of moratorium under Section 14, IBC shall have effect from the date of

pronourcement of this order till the completion of the CIRP or until this Bench

approves the resolution plan under sub-section ( 1 ) of Section 3 I or passes an order for
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liquidation of Corporate Debtor under Section 33, as the case may be. This Bench

hereby prohibis -

ii. The institution of suits or continuation of pending suits or proceedings against the

Corporate Debtor including exectrtion of any judgment, decree or order in any court

of liaw, tribunal, arbitratioo panel or other authority;

iii. Transferring, encumbering, alienating or disposing of by the Corporate Debtor any of

its assets or any legal righs or beneficial interest therein;

iv. Any action to foreclose, recover or enforce any security interest created by the

coryorate debtor in respect of its property includlng any action under the

Sectuitization and Reconstnrction of Financial Assets and Enforcement of Security

Interest (SARFAESD Ac., 2002;

v. The recovery of any property by an owner or lessor where zuch property is occupied

by or in the possession of the Corporate Debtor,

22.T\e supply of essential goods or services to the Corporate Debtor, if continuiqg, shall not

be terminated or suspended or intemrpted during moratorium period.

23.T\e Applicant has proposed the name of Mr. Sandeep Khaian, bearing registration no.

IBBI/IPA-00 1 /IP-P0053 2 / 2017 -2018 / lO9 57, e-mail ID: khaitansandeep(@.Email.com,

Phone No.8011048037, having Registered Office at 2nd Floor, Sanmati Plaza, G.S. Road,

ABC, Ggwatrati-781005 as the Interim Resolution Professional ("IRP"). Howwer, the

Adjudicating Authority, having considered the profile of the proposed IRP, observes that

the said insolvency professional has already undertaken and completed severd

assignments under the Code. In the interest of equitable distribution of assignments and

promotrng broader participation among registered insolvency professionals, this

Authority is inclined to appoint another eligible insolvency professional.

24. Accordingly, in exercise of its inherent jurisdiction and guided by the principles of faimess

and administrative efficiency, the Tribunal appoins Mr. Ashok Kurnar Agarwala, bearing

Registration No. IBBI/IPA40L/P-P41763/2019-2020/12755, e-mail ID:

iipjyotiashok(@gmail.com, Phone No. 9435047557, having Registered Office at

Saraswati and Co., H. No- 4/5,Dt. B. C. Das Lane, F. A. Road, Kuma4rara, Guwahati,
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Assam - 781001 who has not yet completed any assignment and has only one ongoing

assignment, as the Interim Resolution Professional in this matter.

25. Accordingly, Mr. Ashok Kumar Agarwala is appointed as IRP. The IRP is directed to

take charge of the Corporate Debtor's management and assets immediately and to perform

duties as per the provisions of the IBC and the rules framed thereunder.

26.T\e IRP is directed to make a public announcement of the initiation of the CIRP as per

the provisions of Section 13 of IBC and the Insolvency and Bankruptcy Board of India

(Insolvency Resolution Process for Corporate Persons) Regulations ,2016. The IRP shall

submit a report to this Tribunal within 30 days from the date of this order, detailing the

steps taken in the CIRP.

z7.Durlrrrg the CIRP period, the man4gement of the Corporate Debtor will vest in the

IRP/RP in terms of Section 17 of IBC. The suspended directors and employees of the

Corporate Debtor shall provide all documents in their possession aud furnish every

information in their knowledge to the IRP/RP.

28. Registry shall send a copy of this order to the Registrar of Companies, Guwahati, for

updatirrg the Master Data of the Corporate Debtor.

29.T\e Financial Creditor shall deposit an amourt of Rs. 4,(X),000/- @upecs Fonr Ixkhs

Only) towards the initial CIRP costs by way of a Demand Draft drawn in favour of the

IRP appointed herein, immediately upon communication of this Order. The IRP shall

spend the above amount only towards expenses and not towards the fee of the IRP fee till

it is decided by CoC. The amount, however, will be subject to adjustment by the

Committee of Creditors as accounted for by the Interim Resolution Professional and shall

be paid back to the Financial Creditor.

30. Accordingly, the instant petition, i.e. CP @)/4/GB/2025 stands disposed of.

3l.The Registry is directed to send e-mail copies of the order forthwith to all the parties

inclusive of the Counsel and the Interim Resolution Professional.
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32.tJry6lrrt certified copy of this order, if applied for, be issued upon compliance with all

requisite formalities.

33. File be consigned to record.

sd/-
Yogendra Kumar Singh

Member Gechnical)

Modhurin Ttuan @.R.4.)

sd/-
Rammurti Kushawaha

Member (Iudicial)

Signed this on f day of August, 2025
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