IN THE NATIONAL COMPANY LAW TRIBUNAL
AMARAVATI BENCH
(Through Hybrid Mode)

Item No.6
CP (1B)/18/7/AMR/2026

IN THE MATTER OF:
IFCI Venture Capital Funds Limited

.... Financial Creditor
Vs.

Gundlathoti Ready Mix Cement Industry Private Limited

.... Corporate Debtor

Under Section: 7 of IBC, 2016

Order delivered on 11.09.2026

CORAM:
HON’BLE SHRI KISHORE VEMULAPALLI, MEMBER (JUDICIAL)
HON’BLE SHRI UMESH KUMAR SHUKLA, MEMBER (TECHNICAL)

PRESENT:
For the Financial Creditor : Mr. Sreedhar Valiveti, Adv.
For the Corporate Debtor : Ms. Reddy Pavani, Adv.

ORDER

The instant Application CP (IB)/18/7/AMR/2026 (hereinafter
referred to as the “CP 18/2026” or “Application”) was e-filed on
29.03.2026 and physically filed vide Diary No.579 dated 01.04.2026 by
IFCI Venture Capital Funds Limited (hereinafter referred to as the
“Financial Creditor” or “Applicant” or “IFCIVCFL”) under Section 7 of
the Insolvency and Bankruptcy Code, 2016 (hereinafter referred to as the
‘IBC’ or ‘Code’) read with Rule 4 of the Insolvency and Bankruptcy
(Application to Adjudicating Authority) Rules, 2016 (hereinafter referred
to as the “IB Rules”) seeking initiation of the Corporate Insolvency

Resolution Process (hereinafter referred to as the ‘CIRP’) against



Gundlathoti Ready Mix Cement Industry Private Limited (hereinafter
referred to as the “Corporate Debtor” or “Respondent”) against the
default amount of Rs.1,47,69,875/- (Rupees One Crore Forty Seven
Lakh Sixty Nine Thousand Eight Hundred Seventy Five Only) as on

31.03.2024.

2. The Registry vide communication dated 27.04.2026, raised certain
defects/ objections and returned the Application to the Financial Creditor

for compliance.

3. Pursuant to the above communication dated 27.04.2026 of the
Registry, the Financial Creditor vide letter dated 10.06.2026 to the
Registrar stated as under:

I, Defeet No.l: Memo of parties with their email IDs, Mobile No's,
Compliance: We have already mentioned the email IDs of the respective FC
and CD's at cach and every cause title mentioned in the Applicant. Further,
w.rt. the Mobile number, we have altered and mentioned the mobile no's of
both the parties accordingly. So the defect is complied,

1. Defect No.2: Copy of Petitioner PAN no.

Compliance: Copy of PAN is now attached at Annexure-XXVI the petition
Accordingly, defect s complied.

ML Defect No.3: Acknowledgment in Balance sheets should be highlighted and
page no. and para no. are (o be stated in synopsis,

Compliance: The Annexures w.rt the Acknowledgment in Balance sheets of
the CD were already mentioned in the Brief Facts of the case under the
heading of Limitation. However, in view of you objection, the page no. and
para no. is mentioned at synopsis and brief facts of the case. Accordingly, the
defeet is complied.
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IV, Defect No.4: Copies of debertures, v

VI

Vil

Compliance: The copies of the debentures are attached at Amnexure-XXV of
the Application. Accordingly, the defect Is complied.

Defect No.5: Bank statements upto the date of filing the case.
Compliance: The copies of the statement showing outstanding balance as on

31.03.2026 is attached &t Amnexure-XXIV of the application. Accordingly,
the defect is complied.

Defect No.6: Page No. 16 should be clearer with total amount of outstanding,

Compliance: The total amount of outstanding at Page No. 16 is rectified and
mentioned. Accordingly, the defect is complied.

Defect No.T: Record of Default,

Compliance: The Hon'ble NCLAT vide its judgment dated 13,12.2023
passed in Vijay Kumar Singhania Vs, Bank of Baroda and Anr. (CA (AT)
(Ins) 1058 of 2023, which was also upheld by the Supreme Court VIDE
its order dated 14.08.2024), wherein it held that filing of the Record of
Default is not mandatory. The said order portion of the ahove judgment i5 as
follows:

20 Fom the above oxomination of statstory scheme, Rules and

Regulations. it is clear that Regulation 20(14) cannat be vead to mean that

after the said amendment brought in: regulation w.e.f 14.06.2022 an

application filed under Section 7 which is not supported by information of

default from an infornsation wtility is to be rejected and if the Financial

Creditor hay filed other evidence to prove default which s contempluted by

the Inolvency wd Bankrapitcy (Application to Adjudicating Authority) Rules.

2016 and the Insolvericy and Bankruptcy Board of India (Tnsolvency

Resolution Process for Corporate Persons) Regulativns, 2016, the said

application has ot o be considered We, thuy, are of the considered view

that even after amendment of Regulation 20 by insertion of Regadation 20(14)

w.e.f 14.06.2022, Financlal Creditor is entitled o file evidence of recond of

default as contemplated by Regulution 24 of the Insolvency and Bankrupicy

Boord of India (Insolvency Resolwtion Process for Corporate Perstng)

Regulations, 2016 r/w Rule 4 of the Insolvency and Bunkraptey (Application

to Adjudicating Authority) Rules, 2016, We, thus, do not find any substance

in the submission of the Appellunt that since Financial Creditor has not

filed the record of default from an information wtility, Section 7 deserves to

be rejectid.” | P
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Wi,

Trerefore, incompliance o' the sbove, we are herehy filing the Balance sheers
al the COY ocknowledpmp the gebit doe 1w the FC Acenrdimgly, the dolect 15
complied.

Defeed No8: Valld Assigament of IRP, Registrathon Cerificate of IRP
Compliance: The Copry of the Valid Assignment of TRP and Registration

Certificate of IRP 15 otached as Annexure-XXI of the Application
Accordingly, the defect is complicd.

Accondingly, the spplication (s being re-filed herewith alter ewring the defouts as
required. It s therefore prayed that the same mey kindly be mken on record and
provessed in mecordance with law

4. The Registry vide communication dated 18.06.2026, again raised

certain defects/ objections and returned the Application to the Financial

Creditor for compliance.

5. Pursuant to the above communication dated 18.06.2026 of the

Registry, the Financial Creditor vide letter dated 18.06.2026 to the

Registrar stated as under:

L. TheA

licant Fimsneinl Creditor respectiully submits that the Petition was

returned with an ohjection directing the Financial Creditor to file bank

shulmienis i the dute of filing of the FPetition reflecting debit sl credil

trunsuctions with the Corporate Debior
COMPLIANTE:

)

bi

In this repgord, 1 is submitted that the Froncial Creditor 12 the Investment
Manasrer of The Venture Capalal Fund for Scheduled Castes estabhshed by the
Cicrvarnment of Tndia: The Government of India has placed a Wentiwre Capitol
Fund of Rs 2 Crome wath IFCL for promobog entreprendurship imong
Scheduled Castes und providing concesswonal fnanee, with IFCL contnbuting
an additional sum of Bs 50 Crore = Lead Investor amd Sponsor of the Fund.
The said Fund has been operational sinee FY 2004- 15 and &5 mamnagesd by
1FCT Venture Cepatad Funds L mmned, a subswdiory of 1FC] Limited.

It is further submutted that the Financial Creditor eXtends fnancial ossistanee
10 nurmerous ehtibes under the afivesnd seheme and dies not mintain
separaie bonk accounts or bormower-wisd bank sintements For each company
nanced by it The bunk aceounts muinfaimed by the Fmoncial Credior

contiin rnsaclions pertammge To seveml bormowers and other financial
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dealings, Production of complete bank statements up to the date of filing of
the Petition would therefore run into thousands of pages and would not
spectfically reflect transactions relating exclusively to the Corporate Deblor,

¢) Itis respectfully submitted that the purpose of production of bank statements
is 1o establish disbursement of funds by the Financial Creditor to the
Corporate Debtor. In the present case, the Financial Creditor has already
filed the copy of the bank statement evidencing disbursement af funds to
the Corporate Debtor as Annexure-XX,

d) Further, the Corporate Debtor has acknowledged the debt due to the
Financial Creditor in its audited Financial Statements/Balance Sheets
annexed as Annexure-XVIH and Annexure-XVIIL. The Financial Creditor
has also filed the Statement of Outstanding Balance as on 31.03.2026
evidencing the amount due and payable by the Corporate Debtor.

¢) Therefore. the disbursement of funds stands established through Annexure-
XX, the existence and acknowledgment of debt stand established through
Apnexure-XVII and Annexure-XVII {Audited Balance sheets of the CD),
and the amount outstanding and in default stands evidenced by the Statement
of Qutstanding Balunce as on 31.03.2026. Accordingly, sufficient material
establishing the financial debt and default has already been placed on record.

f) Without prejudice 1o the above, the Financial Creditor undertakes to place
necessary submissions before the Hon'ble Bench, if required, after numbering
and hsting of the Petition.

g) 1t 15 therefore pruyed that the above explanation may kindly be 1aken on
record, the defect may be treated us complied with and the Petition may
kindly be numbered and processed further.

Accordingly, the application is being re-filed herewith after curing the defects as

required. It is therefore prayed that the same may kindly be taken on record and

nrocessed m accordance with law,
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6. Thereafter, the Financial Creditor e-filed the Application on
19.06.2026 and physically filed vide Diary No.1147 dated 06.07.2026.

Thereafter, the Application was first listed on 15.07.2026.

7. The registered office of the Corporate Debtor is situated at Door No.
2-204, Annavaram Village, Guntur, Rompucherla Mandal, Andhra
Pradesh-522603. Therefore, the territorial jurisdiction lies with this

Adjudicating Authority.

8. Facts of the case as submitted by the Counsel for the Financial
Creditor during the course of today’s hearing and stated in its pleadings

are as under:

(i)  The registered office of the Financial Creditor is at IFCI Tower, 61
Nehru Place, New Delhi-110019. The Corporate Debtor is a
Company engaged in the business of manufacturing and supplying

ready mix concrete.

(i) As per Part-IV of Form-1 of the Application, the total amount
claimed to be in default and the date on which the default occurred

is Rs.1,47,69,875/- (as on 31.03.2024) are shown below:

3 AMOUNT CLAMED | a) The Applicant subscribed to

e Bl 1IN DEFALLT 213,000 OCDs of the Corporate
AN IHIE Debor having a face value of Rs
(A TE OM WIHICH TIHE 1 each, ageregating (o o totol
| DEFALIL {inancial Assisirce ol
OO ED
F= 2, 13 0000, undler the
I{ATTALCH 1 E11
| | nvestrmeeni Apreemeant dnied
WORKINGS Fiilk

| 14.03.2018. The sakd debhentinss
I 10 L I T LW

AMOTINT AND DAYS
LM DEFALILT I
rARUT.AR per the Modiffcation of Openticn

cammicd coupon interest at the mule

of 8% per annum (revised o 6%% us

FORM [ of  CGuidalines for  Financial
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XXXXX
| d} Accordingly, the date of defuult

| for the purpose of the present

I application i 30.06.2021, being
the first default occurring after the

expiry of the Seetion 10A period.

XXXXX _
) Accordingty, the tofal amount in |

default a5 on 31.03.2024 amuounis
o Rs, 14769875 (Rupees One |

[ Ming Thousand Eight Hundred |

Crore Forty Seven Lakh Sixty

| Seventy Five Only).
The Corporate Debtor approached the Financial Creditor seeking
financial assistance to establish a ready mix concrete
manufacturing plant with a proposed installed capacity of
approximately 48,000 cubic meters per annum and the Financial
Creditor agreed to extend the financial assistance to the Corporate
Debtor through investment in Optionally Convertible Debentures
(hereinafter referred to as the ‘OCDs’) vide Investment Agreement
dated 14.03.2018 executed between the Financial Creditor,
Corporate Debtor and Promoters along with recorded rights and
obligations of the parties, framework under which Financial Creditor
would provide financial assistance. Pursuant to the above, the
Corporate Debtor issued 2,13,000 OCDs (Face Value of Rs.100)
with coupon rate of 8% p.a. (revised to 6% as per the Modification
of Operation of Guidelines for Financial Assistance to schemes of
VCF-SC Entrepreneurs (2021-22 to 2025-26) dated 28.10.2022

vide File No. 14020/07/2020-SCD-IV (E.O. 35959 issued by
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Ministry of Social Justice & Empowerment, Department of Social

Justice & Empowerment) in favour of the Financial Creditor.

Further, as per the Investment agreement, the OCDs issued to the
Financial Creditor were to be redeemed through a structured
buyback and redemption mechanism, whereby the promotors of the
Corporate Debtor were obligated to buy back the OCDs in
accordance with a defined repayment schedule i.e. periodic
redemption through quarterly instalments beginning from
31.03.2019 and continuing till 31.03.2024 along with applicable
coupon interest. Pursuant to the above, the Financial creditor also
executed the Assignment Agreement dated 14.03.2018 and Deed
of Guarantee dated 14.03.2018 executed by the Personal
Guarantor in favour of the Financial Creditor. On the same date i.e.
14.03.2018, the Financial Creditor also executed the Declaration
and Undertaking, Pledge Agreement, and Deed of Undertaking for

non-disposal of shares & meeting shortfall by promotors.

Accordingly, instalments became due on 31.03.2019, 30.06.2019,
30.09.2019, 31.12.2019, 31.03.2020, 30.06.2020, 30.09.2020,
31.12.2020, 31.03.2021, 30.06.2021, 30.09.2021, 31.12.2021,
31.03.2022, 30.06.2022, 30.09.2022, 31.12.2022, 31.03.2023,
30.06.2023, 30.09.2023, 31.12.2023 and finally on 31.03.2024. The
Corporate Debtor failed to make payment of instalment, which fell
due on 30.09.2020 and remained in default in remaining

instalments.
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(vi)

(vii)

Despite repeated reminders, the Corporate Debtor has not made
any payment towards redemption of OCDs. The repayment
schedule contemplated periodic obligations and each failure to
honour the instalment due on the specified date constituted a
default under the agreement. As per Article Xl, clause (a) of the
Agreement, two consecutive defaults at any stage of payment of
coupon and/ or redemption/ buyback of OCDs as per the repayment
schedule constitute an event of default. The clause 2.3 of Article Il
of the Agreement provides the repayment schedule for redemption

of OCDs.

Certain instalments fell due on period covered under the Section
10A of the Code i.e. from 25.03.2020 to 25.03.2021, but the present
Application is seeking default, which occurred subsequent to the
Section 10A period and accordingly the date of default is
30.06.2021 i.e. the instalment falling after Section 10A period. The
Hon'ble NCLAT in the matter of SREI Equipment Finance Ltd. v.
R.S. Kamthe Infrastructure Developers Pvt. Ltd., Company
Appeal (AT) (Ins.) No. 116 of 2024, decided on 28.01.2026, has
categorically held that where the financial creditor bases its claim
on defaults, which occurred subsequent to the Section 10A period,
the application under Section 7 of the Code cannot be rejected on
the ground that earlier defaults occurred during the Section 10A
period, provided the application is confined to such subsequent
defaults. The relevant extract of the order dated 28.01.2026 is as

follows:
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“l11. The above judgments clearly support the submissions of the
appellant that when the Section 7 application is based on default
committed subsequent to Section 10A period and the amount claimed
subsequent to Section 104 period is well beyond threshold,
application cannot be rejected on the ground that it is barred by
Section 104 application. We only clarify that Section 7 application
filed by the appellant has to confine to the default committed
subsequent to Section 104 period.”

(viii) The Corporate Debtor failed to redeem the OCDs falling due after

(x)

the Section 10A period i.e. from 31.03.2021 to 31.03.2024,
comprising 13 quarterly instalments of 10,143 OCDs each,
aggregating to a principal amount of Rs. 1,47,69,875/- i.e. principal
amount of Rs. 1,31,85,900/- along with coupon interest
Rs.15,83,975/-. The Financial Creditor issued recall notice dated
02.07.2024 and a demand notice dated 13.09.2024 to the
Corporate Debtor at the registered address of the Corporate Debtor

and Corporate Debtor failed to clear the outstanding dues.

As per records of the Financial Creditor, the outstanding liability of
the Corporate Debtor as on 31.03.2026 is Rs.3,02,80,733.50
comprising Rs.2,13,00,000/- towards the principal and
Rs.89,80,733.50 towards accrued interest and the Corporate
Debtor continues to remain liable for the aforesaid amount together
with future interest and charges in accordance with the terms of the

agreement.

The financial assistance extended by the Financial Creditor through
subscription of the OCDs constitute a financial debt within the

meaning of section 5(8) of the Code and the amount in default is far

Page 10 of 62



in excess of the minimum threshold prescribed under Section 4 of

the Code.

9. During the hearing dated 15.07.2026, it was observed that the
Financial Creditor served the notice on the Corporate Debtor on
29.03.2026 to the registered e-mail id as appearing in the master data of

the Corporate Debtor, but the same was not be enclosed with Application.

10. During the next hearing dated 28.07.2026, in the absence of such
proof of service, this Adjudicating Authority deemed it appropriate to
issue notice to the Corporate Debtor and the Registry was directed to
issue notice to the Corporate Debtor through Speed Post by informing
the next date of hearing and the Corporate Debtor was granted one week
time to file its Counter, and posted the matter to 17.08.2026, on which
date, the Counsel for the Corporate Debtor sought a copy of this

Application and one week time thereafter to file the Vakalat and reply.

11. During the next hearing dated 04.09.2026, it was observed that
page nos.36 and 90 of the Application are missing from the DMS portal
and page no.90 is also missing from the hard copy. The Financial
Creditor sought a week’s time to rectify the above, and the Corporate
Debtor also sought time to file the Counter. Time as prayed for was

granted and the matter was posted to today for further consideration.

12. Pursuant to the order dated 04.09.2026, the Corporate Debtor vide
Diary No. 1732 dated 10.09.2026 filed the Counter, wherein it contended

that there is no financial debt, which is in default to the present Financial
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Creditor, IFCIVCFL and therefore, the present Application is not

maintainable at the threshold and is liable to be dismissed in limine.

(i)

(i)

(iif)

As per the Investment Agreement dated 14.03.2018, the Applicant
floated a Venture Capital Fund in name of Venture Capital Fund for
Schedule Castes (hereinafter referred to as the “VCF-SC”) under
the scheme of the Ministry of Social Justice and Empowerment,
Department of Social Justice and Empowerment to promote
entrepreneurship in the Scheduled Castes. The VCF-SC has been
set up as a trust fund under registered trust deed and is also
registered with the Securities and Exchange Board of India

(hereinafter referred to as the “SEBI”).

The IFCIVCFL, as the settlor, entrusted IL&FS Trust Company
Limited (hereinafter referred to as the "IL&FS") to act as the trustee.
IL&FS as the trustee has appointed IFCIVCFL as the Investment
Manager under the Investment Management Agreement in respect
of VCF-SC for managing the investments and providing
administrative services. The aforesaid Investment Agreement dated
14.03.2018 was entered by IFCIVCFL in its capacity as the
Investment Manager and not as the Debenture Holder or Debenture
Trustee. The OCDs were issued in the name of VCF-SC by the

Corporate Debtor, for which IL&FS acted as the Debenture Trustee.

Upon the creation and registration of the VCF-SC and the
consequent transfer of the fund corpus, the role of IFCIVCFL as the
settlor stood exhausted, thereby rendering IFCIVCFL functus officio

qua the trust property.
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(v)

Under the Indian Trusts Act, 1882, the legal ownership and title to
the trust assets vest exclusively in the Trustee, i.e., IL&FS. The
OCDs in question stand issued by the Corporate Debtor strictly in
the name of VCF-SC and are administered under the regulatory and

contractual oversight of the Debenture Trustee, i.e., IL&FS.

An Investment Manager holds neither proprietary interest nor legal
title in the trust assets and can under no canon of law be equated
with or substituted for either the OCD holder, VCF-SC or the OCD
Trustee IL&FS. Consequently, the Applicant has no independent
legal right to assert ownership over the debentures or maintain the

present proceedings against the Corporate Debtor.

The present Application is liable to be dismissed in limine under
Section 7(5)(b) of the Code for lack of locus standi. Under Section
5(7) a "Financial Creditor" must be the person to whom the financial
debt is legally owed or to whom such debt has been legally

assigned.

Seetion S(7) of the IBC, 2016:

"financial craditoy meany any person o whom o fnanciol debi is owed and Ineluides

@ persom (o whom such debt fas boen lngally asstened or fransferred 1o)”

Section 3123} of the IBC, 2016

o Pereon’ 1 ludey

parinersiip; (0 a Hmited Lability parmesship: and (3) any other ensity extablished

wnder a staete, and includes @ person restdeont outtide India, "
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(vii)

(viii)

The Applicant is merely an "Investment Manager" under Regulation
2(1)(q) of the SEBI (Alternate Investment Fund) Regulations,
appointed by the Trustee under an Investment Management
Agreement to manage and provide administrative services. A
contractual service manager possesses no legal title, beneficial
ownership or actionable claim in the trust assets and cannot sue in
its own name. The debt is not legally owed to the Applicant under
Section 5(7) of the Code and the defect goes to the root of

jurisdiction rendering the Application an incurable nullity.

Reguolation 2(1){q) of the SEBI (Alternative Investment Funds) Regulations,

2012:

" ‘manager' means any person or entity who iy appointed by the AIF to manage ils
imvestments by whaiever name colled and may also be same as the sponsor of the
Fund"

The Applicant in Part | of Form | of the Application is an independent
company having its own corporate persona and the OCDs on record

were not issued in the name of the Applicant herein, but under the

name of VCF-SC.

The Applicant is only appointed as an investment manager by the
trustee, the right to sue or file any Application will be on the
Debenture Trustee, but not the Investment Manager, who was
merely appointed to manage, invest and provide administrative

services to the Debenture Trustee.
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(xii)

(xiii)

Under Section 7(1) of the IBC, an application for initiating CIRP
against a Corporate Debtor can be filed strictly by a financial
creditor either by itself or jointly with other financial creditors or by
"any other person on behalf of the financial creditor as may be
notified by the Central Government". This statutory filter restricts
representational filings exclusively to classes of persons specifically
recognised and notified by the Central Government. In the present

case, the Applicant is not the Financial Creditor in its own right.

The Applicant also fails to qualify as an "any other person as notified
by the Central Government" under Section 7(1) of the Code. The
Ministry of Corporate Affairs, vide Notification S.0. 1091(E) dated
27.02.2019, has notified only four specific categories entitled to file
on behalf of a financial creditor: (i) a guardian (ii) an executor or
administrator of an estate (iii) a trustee (including a debenture
trustee) and (iv) a person duly authorized by the Board of Directors
of a company. An "Investment Manager" will not fall under any of

the above categories of persons.

Consequently, the Applicant has no statutory competence to initiate
CIRP on behalf of the trustee, rendering the Application an
incurable nullity for absolute want of authority under Section 7(1) of

IBC.

The Applicant's reliance on the balance sheets of the Corporate
Debtor for seeking extension of limitation under Section 18 of the
Limitation Act, 1963 is fundamentally misconceived and legally

unsustainable. An acknowledgement under Section 18 does not
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(xiv)

(xv)

(xvi)

confer title, create a fresh cause of action or cure an inherent defect
of locus standi, it merely extends the period of limitation for an entity.
Mere accounting entries in the books of account of the Corporate
Debtor are maintained strictly for statutory reporting under the
Companies Act, 2013 and cannot alter the legal nature of the
underlying transaction or vest substantive rights of a "Financial

Creditor" in an unnotified third-party entity.

The mandatory statutory conditions precedent prescribed under
Section 5(7), Section 5(8) and Section 7(1) of the Code override
mere bookkeeping entries. In the total absence of any debt legally
owed to or disbursed by the Applicant, the question of extending
limitation does not arise rendering the Application liable to be

rejected in limine.

Under Section 5(8) of the IBC, the foundational prerequisite to
constitute a "financial debt" is an actual disbursement of funds
against the consideration for the time value of money. A perusal of
the bank statements and transactional documents placed on record
by the Applicant demonstrates that the subscription funds were
disbursed exclusively from the bank account of VCF-SC and not a
single rupee was disbursed from the bank account of the IFCIVCFL,
thereby disentitling the Applicant from claiming the status of a
"Financial Creditor" under Section 5(7) read with Section 5(8) of the

Code.

Under the statutory scheme of Section 7 of the IBC, the existence

of a legally enforceable debt due to the Applicant is a condition
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precedent to establish any default. In the total absence of any debt
owed to the Applicant, the question of default does not arise,
rendering the present Application fundamentally non maintainable

and liable to be dismissed in limine under Section 7(5)(b) of the IBC.

(xvii) The perusal of the Investment Agreement dated 14.03.2018 reveals
that it confines the role of the Applicant strictly to that of an
administrative Investment Manager to manage, invest and provide
administrative services to the Fund and confers no right or authority
whatsoever to institute insolvency proceedings under Section 7 of
the Code. While the Agreement records that the OCDs were
subscribed under the trust fund VCF-SC, the contractual liberty
given to the Applicant under any clause or Article of the Investment
Agreement is merely to issue a notice of recall or demand in its
Investment Manager capacity. Such contractual provisions do not
vest proprietary title to the debt, privity of contract as the debenture
holder or the legal right to initiate judicial proceedings, which
substantive rights remain exclusively with the Trustee IL&FS.
Therefore, the Investment Agreement does not confer any statutory
competence or locus standi upon the Applicant to institute the

present Application under the Code

(xviii) The Applicant cannot unilaterally characterize the OCDs as a
crystallized "financial debt" under Section 5(8) of the Code. The
OCDs were issued as hybrid, equity-linked venture investments
under an Alternative Investment Fund structure, carrying intrinsic

conversion options rather than an unconditional commercial
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borrowing, the crystallization, whereof depends upon the strict
fulfilment of contractual conversion milestones, valuation
mechanisms and redemption covenants. Being a mere third party
Investment Manager holding neither the debenture certificates nor
privity of contract as the debenture holder or trustee, the Applicant
has no legal authority to assert that these hybrid equity instruments

constitute a financial debt.

13. During the course of hearing today, it is submitted by the Financial
Creditor that page no.36 belongs to non-judicial stamp paper in respect
of verifying affidavit and there is no matter in the page no.90 and the
same was due to wrong pagination, therefore these can be excluded from

the Application.

14. During the course of today’s hearing, the Corporate Debtor, relying
upon his Counter Affidavit, opposes the admission of the present
Application, and contend that the Financial Creditor lacks the requisite
locus standi to maintain the proceedings under Section 7 of the IBC. It is
submitted that, under the Investment Agreement dated 14.03.2018, the
OCDs were issued by the Corporate Debtor in the name of the VCF-SC,
while IL&FS acted as the Debenture Trustee and IFCIVCFL entered into
the Investment Agreement solely in its capacity as Investment Manager
and not as Debenture Holder or Debenture Trustee. The Corporate
Debtor, referring to the bank statement at page 22 of the Counter
Affidavit, contend that the disbursements were made from the account of

the VCF-SC to the Corporate Debtor and not from IFCIVCFL. Hence, in
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terms of Section 5(7) of the Code, the IFCIVCFL does not qualify as a
“Financial Creditor” in respect of the alleged debt and, consequently, has
no locus standi to institute the present Application under Section 7 of the
Code. Per contra, it is submitted by the Financial Creditor that as per
‘Article XII: Rights in the event of Default’ of the Investment Agreement
dated 14.03.2018, at page 83 of the Application, during the currency of
the assistance under VCF-SC, if any event of default or potential event
of the default as mentioned aforesaid has occurred, IFCIVCFL has the
right to take appropriate action against the Corporate Debtor with respect
to the said financial assistance and hence, the IFCIVCF has the locus
standi to file the present Application for initiation of the CIRP against the

Corporate Debtor.

15. We have heard the Counsels for the Financial Creditor and

Corporate Debtor also perused the records carefully.

16. Before going to analysis, we need to go through the details of the

agreement as follows:

()  The Investment Agreement was executed on 14.03.2018 between
Corporate Debtor, Promotors (Srinivasa Rao Gundlatoti alias
Srinivas Rao Gundlathoti and Ashok Gullathoti) and Financial
Creditor. The relevant extract of the Agreement is reproduced

below:
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(ii)

INVESTMENT AGREEMENT \_“

THIS AGREEMENT mads at New Delbi, this 14" day of Mareh, Two Thousand aod Eighteen
hefwesn

M3 GUNDLATHQTI READY MIX CEMENT INDUSTRY PRIVATE LIMITED, ¢ Company
incorporated under Companiss Aet 2003 with Corporate ldentification Number
UTA99SARNTTPTCIONTY and baving 1ls Registered Office &t 2.204 Amuavaram Village
Rompucherla Maodal Guntur AP 522603 TN (hereinafter referred to 45 "the Company/ GRMC ',
whieh expression shall, unless it be repugnant fo the subject or context thereof, inchide ifs
successors dnd kssigns) of the FIRST PART,

AND
1. Srintvass Rao Guodatoti aliay Srinivay Reo Gundlathoti, son of Shrt Ankaiah Gundatoti,
residing 2-204 Anmaversm Village, Guntur AP 522603; and
1. Ashok Gullatheti, son of Srinivese Rao Cundatof], resiting 2-204 Armavaram Village,
Guntur AF 522603,

(bereinafter collectivaly refred to s "the Promoters”, which expression shall, unless repgpant
to the mibject o context theceof, tochide their respective successors, assigns, helrs and

‘executors) of the SECOND PART,

AND

[FCT Venture Capltal Funds Limsited, a public limited company ineorporated under the Companies
Act, 1936 (1 of 1936) with Cotposate Identification Number US3993DL1988GOM03(284 and
having its Registared Office at [FCT Tower, 61, Nehru Placa, New Deltd - 110 019 (herainudler
refered to 8 ‘TFCI Venfure which expression shall, unless it be repugnact o fhe W
content thereof,include, 8 suocessors nd assigns o e THIRD PART, /7

The Financial Creditor herein floated a Venture Capital Fund in the
name of VCF-SC, which was set up as a Trust Fund under which

the IL&FS and Financial Creditor herein had been appointed as the

Page 20 of 62



(iii)

Trustee and Investment Manager respectively. The relevant

extracts of the Agreement is reproduced below:

WHEREAS IFCI Venture, a public company incorporated under the Companies Act, 1936 (1 of
1936) and heving its Registered Office at IFCI Tower, 61, Nehru Placs, New Delbi-110019
(hereinafter referred to a8 IFCL, which expression shall, unless it is repugnant o the subject or
context thereof, include ity successors and assigns) has floated a Venture Capitel fund by the
neme of “Venturs Capital Pund for Scheduled Castes® (hereinafter referred to as “VCFSC™) to
promote entrepreneurship among the Scheduled Castes and to provide concessionn! finance to
them.

WHEREAS VCFSC has been sel up 25 a Trust Fund under the registérad Trust Desd. IRCI o
seitior, s enrusted the Fund to ILAFS Trast Company Lid., # company {ncorporaied under the
Cornpuaies Act, 1956 having s regstered office ot IL&FS Trust Compaay Limited, Plot No. C
2, G- Block, Basirs Kurla Cormpl, Bandra (Bat) Manbsi 40005 8 Trusie, Veghure Cipil
Pundfor schduld castesbes b rgisered with Serifies Evchange Bosed of Tia (SERI)

WHEREAS [FCI Venture las been appointed s Investment Manager of VCFSC by the Trustee 1o
manags, invest and provide adnsinistrative services b VCRSC in sccordance with the provisions of
Lnvestment Management Agreement etered by it with the Trustee, [FCT Venture has the necessiry
powers o grant {0 the company the financial assistance hersunder and to entet into this Agreement

As per Schedule Il enclosed with the Agreement , the project cost
is Rs.318 lakh to be financed by promoters contribution of 104 lakh
and assistance under VCF-SC in equity of Rs.1 lakh and in OCDS
of Rs.213 lakh. The relevant extract of the Agreement is

reproduced below:
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SCHEDULE-II

FINANCIAL PLAN
Prajest Casl
The company has estimated cost of it project &5 under:
Project Casts
Parficulars Project Cost{in lakh)
Land Development _ 34
Technical Civil Work (Bulding) 30,00
Plant ind Machinery 214.16
Electrification cost 200
Pre- Onerative Expenditare 204
Margin Money for Working Capital Pornion (i.2. 28% of Tetel Working 5000
Capital fund) ==
Interedt During Construetion Perind 11,00
Tatal Cast of Profect 31800
Means of Flnancing
The company proposes to finamce the project as under
Meang of Finagee Particulars Amount(ln Rs, Lakh) | % Helding
Promeoters Contribution (in Bquity) 10400 3I0%
Assistance urder VCF-SC (in Equity) 1,00 1304
Agsistance under VCR-3C (1 0CDs) UL !
TOTAL A8 100.00%

(iv) Under the Agreement, the Financial Creditor has agreed to finance

Rs.2.14 crore (OCD — Rs.2.13 crore and Equity of Rs.0.01 crore)

out of total project cost of Rs.3.18 crore. The relevant extracts of

the Agreement is reproduced below:
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(v)

WHEREAS the company is desirons to set up & factory for the production of Ready Mix
Conerete (RMC) with an istalled capacity of 48,000 Cublc. Mt. pa (hereinafier referred to as
"Project"), which i5 more pardcularly described in Schedule | bereto.

WHEREAS The total cost of the project proposed by GRMC fs Re.3,18,00,000/- (Rupees Three
Crore Eightesy Lakh Only) towards setting up a fastory for the ;':mduc!iun of Ready Mix
Concrete (RMC) with an ingtalled capacity of 48,000 Cubie. ML pa.,

WHEREAS the Company/ Promaters will make armungements to raise funds through squity shares
to the tune of af least Rs.1,04,00,000/- (Rupees Oae Crore Four Lakh oaly) .. 32.70% of the
total project cost ag per the sanctioned business plan of GRMC (o the satisfaction of TFC! Venture,

AND WHEREAS [FCT Venture has agreed to finance & part i, Re.2,14,00,000/~ (Rupess Two
Crore Fourteen Lakh Only) towerds the total profact cost R3.3,18,00,000/- (Rupees Thres Croce
Eighteen Lakh Ocly) by way of subscription to 1) Optionally Convertible Debeatures (OCDs):
2,13,000 OCDs of Re. 100/ each, 4t par, aggregating to Rs. 2,13,00,000; and i) Equity Shares:
1,000 equity shares of Rs. 100 each, at par, aggregating to Rs. 100,000 for 2 period of 6 years and
naving moratorium of 9 Menths from the date of first dishursement on the terms and conditions

mentionsd herein below: : m

As per the terms of the Agreement, the Financial Creditor under
VCF-SC will subscribe to 2,13,000 OCDs aggregating to Rs.2.13
crore in the Corporate Debtor. The OCDs shall carry coupon rate of
8% per annum payable on quarterly basis to VCF-SC starting from
the date of disbursement. In case of delay in payment of coupon
rate and/ or redemption of OCDs, there shall be default coupon rate
@ 12% per annum chargeable for delayed period of payment. The
Corporate Debtor/ Promoters shall redeem/ buy back up to 1,72,431
OCDs as per the redemption Schedule. The OCDs bought back by
the Promoters shall automatically stand converted into interest free

unsecured loan or equity share capital at the option of the
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Promoters and remain in the Corporate Debtor Company till the
Financial Creditor under VCF-SC holds any OCD/ Equity in the
Corporate Debtor. The outstanding OCDs as on 31.03.2023 shall
be converted into equity shares at the sole discretion of the
Financial Creditor. The above conversion of OCDs may take place
after giving an opportunity to the Corporate Debtor/ Promoters to
redeem/ buy back as per the redemption buyback schedule. The
relevant extracts of the Agreement are reproduced below:

ARTICLE - II
TERMS OF ISSUE OF DEBENTURES & EQUITY SHARES
A. SUBSCRIFTION TO DEBENTURES

Amount of Debentures to be Issned

2. IFC] Veature undsr VCF.SC will subscribe to 2,13,000 (Two Lakh Thirteea Thousand Only)
003. of OCDs of Rs,100/- cach nggregating to Rs.2,13,00,000/- (Rupees Two crore Thirteen
lash Only) in GRMC. The OCDs shall carry coupon rate of 8% per anaun to be payable on
quartezly basis to VCF-SC, starting from the date of disborsement of the assistincs under the
fid, In ease of any delay in the paymeat of the coupon on OCDs snd/or redemption of
OCDs, there shall be a defanlt coupon rate @ 12% per annum chargeable for the

delayed period of payment

2.2 The OCDa shall be convertible into equity shares of the company or redeemed/bought back
by Company/Promoters as par tetms contained hereinufter.

2.3 The Company/ Promoters shall redeem/ buy back up to 1,72,431 (One Lakh Seventy Two
Thousand Four Hundred Thirty One Only) nos. of OCDs of Re.100/- each aggregating
to Re, 1,72,43,100/- (Rupees One Crove Seveaty Two Lakh Forty Three Thousand One
Hondred Only) held by IFCT Ventwe under VCF-SC after 31% March 2019 and orvs
before 31™ March 2027 In the manner specified below. The OCD's bought back by the
promoters shall automatically stand converted into intercst fres unsecured loan or eqaity
share capital at the option of the promoters and remain in the company till [FC! Venturs
urder VCE-SC holds any OCD’s / oquity in GRMC. The redemption/ buybw:k shalltake,

=, place as per the betow given schedul: A R_Y /
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5L No. | Repayment Thate Mo, of OCD's to |Outstanding No, of OCDs of Face
be redeemied Value Ra. 100 /+ Each
| 30 Jung 2018 0
2 | 30 September 2018 0
3 | 3] December 2018 0
4, |31 March 2018 10,143 201857
5|30 Juse 2010 10,16 . 162,714
B. | 30 September 2018 10,143 182,571
7. | 3] December 2019 10143 171428
& |31 March 2020 10,143 162,185
9. |30 June 2020 10,143 152,142
10. | 30 September 2020 0,143 141,999
1], | 3] December 2020 10,143 131,8%6
12, |31 March 2021 10,142 121713
13, | 30 June 2021 10,143 111,570
14 |30 September 2021 10,143 101,417
15. |31 December 202! 10,143 01,284
16, | 31 March 2022 10,143 8.4
17, | 30 June 2022 10,143 10,538
8|30 Sepiember 2002 10,143 60,655
13, |31 December 2021 10,143 50,012
20, |31 March 200 10,143 40,365
Vo, of OCDs lo be bought back 1,71431
2, |30 June 2023 10,143 10426
H. 30 September 2023 10,143 10,283
31 Diceaber 2021 10,443 10,140
3 March 2024 10,140 .
% 5[ ﬂf:ﬂm be kylu back 40.564
OCDs to I'th 13,000

Iportant Note: The above redempilon schedle hat been prepared baved on the asmumpion
tha thi Company shall avatl the flest disbuorsement on 28* Pebeuary 2018 Hemce, all the
dates manitoned i thls agrecment shal pet chamged as per the gap bitwien the actual date of
ﬂmdﬁmw‘mﬂm

24Tk gyisanding OCDs s on 31 March 2023 shall be converted ino equly shares ¢ the sole
discreon of TFCT Venture, fler reviewing e perfornince of GRMC s pee audited anaual
azcountzof e Financlal ear 2021-22 compered with the prejections submminad by GRMC.
The OCDS shall be converid fato il paidp sqityshares of GRMC t pat . afler the
conversion of the OCD, ezch OCD will be converted into | (Cne) equity share of fice
el of R 100 s of GRMC. Th conerion sl be eceisd by VCFSC afer e -
aadited angual accunts are approved by the sharelplders in the Anuual General :
b conpay forthe Pl Ve 202122 md e Qe 31,2022/ "
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(vi)

\\ The company shall give its written conseat to IFCI Ventare within & period of 30 day

i

plmdugtvfnwoppm&yhﬂ\uComManw ’ 'ﬁq,“
o i o e of M . a1 M 202 nd oo e 311

31" Mareh 2023,

26 Such convernion 5F OCD ko equity sheres shall be at the sole diseration of IFCI Venture
and fo the manner s decided by 1FC1 Veotar, Alfo, sich equlty Shases beld by VCF-SC
mumycnIRRo!lS%pl. frotm the date of conversion.

2.7 I case IFCI Venturs decldes not to couvest the OCDs into equity shares of GRMC oe Hl
such tirge the outsianding OCDa are not converted into equity shares of ORMC, the
Cotnpany / Promefets shall confious to redeern / bayback the cutrtanding OCDS s per tho
tedemption./ buayback schedule given at clause (2.3)-above along with coupen sate of &%
pi

B: Subicription to Equity Strares

6. Subject to sstisfaction of ters & conditions of this agresment, [FCI Venture tunder VCP-
8C will subsezitin to 1,000 (One thovsand only) equity shiares of R, 100/ (Ruupses Hundred
Oaly) sach tn CRMC, 2ggrogating to Rs.1,00,000 (Rupoes One: Lakh only) towands the tota]
project cost

b The ecuity sbares subseribed by VCF-SC in the Company would rnk pari-pasu to the othee
equity shazes comituting the paid-up capital of the Company, including izsue of bonus
sares, distribution of dividends and voting righty elp.

. The entire aquity shares shall be bought back by the Company/ Promoters afier 31" Mareh
2023 s onlor befure 31 Macch 200t TR of 1% p. composmded sl

The events of default inter alia, include two consecutive defaults at
any stage of payment of coupon and/ or redemption/ buy back of

OCDs. The relevant extract of the Agreement is reproduced below:
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™ oo oo

ARTICLEX
EVENTS OF DEFAULT

Twe consecutive defaults at any stage of payment of coupon and / or redemption /

buyback of OCDs | Bauity & per the schedule given sbove;

[nvalidity or unenfotceability of any secuity;

Noo-compliance of regulatory and tatutory compliances and corporete governaics,

Implementation of the project not achieved by the date as specified in the business plaa

submitted by the Company or such date s extended by [FCT Venture;

Faifure by the promoters o coniribute their share as per the epproved meens of finance;

Any Goverment action detrinsental fo the project;

Abandonment of the project; '

Any event which threatens the confinvation of the projest;

(uarantor/Promoter(s) sells their existing sharefiolding in the Company/ or aay other

corpany/ group corapany without prior vartten permission from [FC] Venture;

Any representation, warranty or staferent made or desmed to be made is or proved o be

ineorrect or nisleading in any manner:

Any event which, in {b¢ opinfon of JFCI Venfure, i ikely to constitute Matenial Adverse

Change fo the Company,

All or substanfially all of the uadertaking, assets or properties of the Company or any of

ts subsidiaies, associates, affiateg or holding company are seized, expropristedor

compulsorlly acquired by the authority of Govemment, 0y

Any step 18 taken or proceedings started for dissolution or winding-up o for the \.

appointment of a receiver, judicial manager, trustee or similar officer, %

Any change in material ovmesshipieontral of toe Compeny/or group company/donmcted,
(i

company without ptior pecmission of IFCI Venture; 0 )

Failure to provide Net Worth Certficate of Cuarantors;

Any change In Key Management Personnel(s), which in the opinion of IFCT Ven

[ikaly 1o constitute Material Adverse Change to the Company/Prajest

Fellure to provide TDS cetificates;

Faifure to provide fesh valuatton of mortgaged properties;

Failure to perfom or comply with any ofber obligations or terms and eonditions,
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(vii) In the event of default, the Financial Creditor has various rights
including the right to take any appropriate legal actions. The

relevant extract of the Agreement is reproduced below:

ARTICLE XTI \
RIGHTS IN THE EVENT OF DEFAULT
During the cwrrency of the assistance under VCR-SC if any event of defuull or potential event of
defiult 25 mentioned aforesaid has occurred, IFCT Venture shall have the right to:

. Canoel ondisbursed financial assistence;

b, Call off the investment and/or recall the said financial assistance/ {nvoke guarantes(s)/
and/ or take any other appropyiate legal actions,

¢ Charge defsult coupon (3} 12% compounded ezmually from the date of disbursement on
the entire outstanding amount for OCD;

d. Convert the entire outstanding OCD including prentium amount @12% p.a, into equily
shares af par, Such equity shares shall be bought back by the Company/ Promotets on/
or before 31" Maech 2024 at e IRR of 15% pia. compounded ammueLly.

¢ Enforcement of the seouwty of properties morigaged/assets hynothecated plodged/
{nvoke guarantses fo IFCI Venture;

I Appoint special auditor in the Company for verification of financiels or any ofher
purposes. Al sxpenses related 0 such ppointment shall be borne by the Company,

g Stipulato sdditional conditions in its absolute discretion.

(viii) In the event of default by the Corporate Debtor, Clause 9.3 of Article
IX of the Investment Agreement expressly provides that the
IFCIVCFL shall be at liberty to recall the entire financial assistance,
whereupon the Corporate Debtor and the Promoters shall be liable
to repay the entire financial assistance together with interest at the
rate of 12% per annum. Further, Article XlII of the Investment
Agreement provides that, upon breach of the terms and conditions

thereof, IFCI Venture shall have the right to recall the financial
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(ix)

assistance, and the Corporate Debtor and the Promoters shall be
liable to repay the financial assistance together with the stipulated
default coupon of 12% per annum on the OCDs. The relevant

extracts of the Agreement are as follows:

03 Recall of tho fiounclal aseltagcs \

st vent of defea: i edetmption of debenures and buyhesk: of equity o pe tems heren
iy olher el n dhering o uny ofte o and conditoes of this Agreement IFCH Veotwre
sl bt ety t el he et i scch v he companylprnote

1 cnderodlgatons o repey e e fancl asiance {ogetherwith e nfrest @100

ARTICLE XI
BREACH OF TERMS & CONDITIONS

In the event of beeach of mny of the terms and conditiens containad hereinabove, TFCT Venture
sl reserve the rgh fo call off the venfure and recal the imancial assisance and the promalers
GRMC wold ba Linble 16 pay the finencia] assistance amount along with dafault coupon of 125
pa. on e OCDs and | 5% pa. on the equity shaes from the date of frst disbursement

T

The coupon rate of 8% p.a. was revised to 6% as per the
Modification of Operation of Guidelines for Financial Assistance to
schemes of VCF-SC Entrepreneurs (2021-22 to 2025-26) dated
28.10.2022 vide File No. 14020/07/2020-SCD-IV (E.O. 35959
issued by Ministry of Social Justice & Empowerment, Department
of Social Justice & Empowerment) in favour of the Financial

Creditor
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17.

The first issue for consideration before us is "Whether the present

Application is filed within the period of limitation"

(i)

The Financial Creditor has filed the Application based on the date
of default as 30.06.2021 as mentioned in Part IV of the Form 1 of
the Application, which is the first actionable default after expiry of

the Section 10A period.

Accordingly, the date of default has been stated by the Financial
Creditor as 30.06.2021, according to which, the limitation would

expire on 29.06.2024.

It is noted that the Balance Sheet as at 31.03.2023 of the Corporate
Debtor (page 167 of the Application) reflects the outstanding
borrowing against the OCDs at the option of the Financial Creditor.

The relevant extracts of the above balance sheet are reproduced

below:
LONG-TERM BORROWNIGS e NnteHu] E
_Farlip:hrs = _AHEIHBZI}ZE ME[]II.IHE.EUZE
ASectred
ASueured
Teen loans
| Frim hanks
) it companled 20960

(Ottcmalty comrble 172040 debetires of e 100, kach
convertihi af e oplen of PG Veatures ot an imfavest

rak o 96 edoemuabe afer 3132022 and beloe 3140 2024)
Nt A Cormpany han used the porowtngs from banks and financil

T compuny ha ot s dactarst & 2 wilul defuulte by uny Bankor
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(iv) The Hon’ble Supreme Court vide judgment dated 22.10.2024 in the

(V)

matter of Vidyasagar Prasad vs. UCO Bank & Anr., Civil Appeal
No. 1031 of 2022, observed entry made in the balance sheet
amounts to an acknowledgement of the liability. The relevant extract

of the aforesaid judgment is reproduced below:

10.1 Following the principles as expounded in the case of Bishal
Jaiswal (Supra), the Adjudicating Authority as well as the NCLAT
have examined the case in detail and have come to the conclusion
that the entry made in the balance sheet coupled with the note of
the auditor of the appellant clearly amounts to acknowledgement
of the liability, We see no reason whatsoever to take a different view
of the matter. Their findings are fortified when we examine the

matter from another perspective,

Hon’ble NCLAT, Principal Bench, New Delhi in its recent order
dated 03.02.2026 in Raghav Butola vs. Jammu and Kashmir
Bank (Company Appeal (AT) (Insolvency) No. 240 of 2026), has
also affirmed that acknowledgement of the liability in the Balance
sheet extends the limitation period under Section 18 of the
Limitation Act, 1963. The relevant extract of the aforesaid judgment

is reproduced below:
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6,  Admittedly, the guarantee was nvoked on 12.02.2020, hence, three
vears' period shall commence from the said date. The Adjudicating Authonity
hes returned a finding that in Balance Sheet of the vear 2021-22 and 2023
24, there is acknowledgment, which is scknowledgment within the meaning
of Section 18 of the Limitation Act, therefore, limitation period stood extended
and Application filed on 14.04.2025 is well within time. The Hon'ble Supreme
Court in the matter of *Asset Reconstruction Co, (India) Ltd, Vs, Bishal
Jaiswal, (2021) 6 SCC 366", held that acknowledgment in the balance sheet
is acknowledgement within the meaning of Section 18 of the Limitation Act,
We, thus, are of the view that the Adjudicating Authority has rightly cometo
the conclusion that application filed on 14.04,2025 is not barred by time and
by virtue of Section 18 the limitation shall extend and the application is well

within time,
(vi) In view of the above acknowledgement of liability in the Balance
Sheet of the Corporate Debtor within the limitation period, fresh
limitation period of three years will start extending the limitation

period up to 31.03.2026.

(vii) Since the present Application has been e-filed on 29.03.2026, we
are of the considered view that it is well within the period of

limitation.

18. The Corporate Debtor has contended that the subscription funds

were disbursed from the bank account of VCF-SC and therefore, the
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Applicant IFCIVCFL, is not a "Financial Creditor" under Section 5(7) read
with Section 5(8) of the Code and the requisite locus standi to maintain
the proceedings under Section 7 of the IBC. It is further submitted that,
under the Investment Agreement dated 14.03.2018, the VCF-SC was
constituted as a trust, with IL&FS acting as the Trustee and IFCIVCFL
acting only as the Investment Manager. Therefore, the Applicant has no
locus to file the present Application. Therefore, the next issue for
consideration before us “Whether the IFCIVCFL has a right to file the

present Application”.

(i) As per clause 1.1 of the Agreement, the Corporate Debtor has
approached the Financial Creditor herein to finance the project of
the Corporate Debtor and Financial Creditor under the VCF-SC has

agreed to finance the assistance.

(i) As per clause 2.1 of the Agreement, the Financial Creditor under
VCF-SC subscribed the aforesaid OCDs as per the terms and

conditions of the Agreement.

(iii) Pursuant to the aforesaid Investment Agreement, the following
Agreements were executed by the Corporate Debtor and

Promoters:

a. The Corporate Debtor and Promoters of the Corporate Debtor
executed Assignment Agreement dated 14.03.2018 assigning
the rights under the Lease Deed dated 05.03.2018 in favour of
the Financial Creditor herein. The relevant extracts of the

Assignment Agreement is reproduced below:
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ASSIGNMENT AGREEMENT b
{Ansignment of rights under Loase Deed doted 5 March 2018)
This deed of assignment is exccuted on 14 March, 2018 at New Delhi betwesn-

Mis GUNDLATHOT! READY MIX CEMENT INDUSTRY PRIVATE LIMITED, & Company
iomersted  urder Compunles Act, 2013 with Comporsfe Identifiestion  Mumber
UT4999APIOLTFTEN0707] and having is Reglswersd Office =t 2204 Answviram Villago
Rormpuchers Mindal Gurtar AP $22603 IN (hereinaflor referved 1o s "First Party oc Lessee™)

AND

IFCT Venturé Capltal Funds Limltéd, s public fmited compeny incorporaied under the
Companies Aot 1956 (1 of 1956) and having its Registered Office ot [FCI Tower, 61, Nehru
Place, New Delbd-110 019 (hereinafiar rafecrod 1o aa "Second Party/IFCI Veniure)

AND

Sriaivasa Rao Gundsiotl sltas Srinivan Rae Guadiathetl, son of Shri Ankulah Cusdstor,
residing 2304 Annavaram Villige, Guane AP 522601 (hersinfler referred o as ""Third

Party/Lesanr™)

|, The Flre Purty/Lessee has sxecuted 8 Leass Deed dated 05.03.2018 with Srinlvass Rag
Chundatoti affas Srinivas Reo Gundlatholl, son of Shi Ankaish Cundatet, residing 2-204
Amnzviram Villags, Gustur AP 522603 {hevelnsfler refened to as “Teasor™) fiof taking the
Property bearing Sy No§83/1A t an extent of Ac. 0.32 cants uwnd in 8y No. ﬁwl ar

Annavismn ?ﬂinf.:-. Rompicherla h'lm.‘iaJ, Curtur Distnet, Andhrs Prithat
Land) for & lecee term of 10 yeara.

2. The Fint Pacty has spproached TFC! Ventore for financial asslstenre sefdar\VCFS
selting up o factory for the production of Ready Mix Concrets (RMU) wilhi iy el
Mufﬂmwmmnwmﬁm&mumm’mmﬂm

Y Sy'ﬂ';t.E&#flmuhntﬂfﬁr.ﬂ.ﬁlﬂmumufﬁ:.!ﬂiEﬂhmHnQWdénﬁ.H
=V Cents et Annaveram Villsge, Rompicherta Mindal, Guntar Districl, Andhs Pradesh.

'3, One of the conditions of the said finecial sssiriaios from IPCI veotwe & il the
strocture/building, equipment, plant & stsckinory ste, noquired! to be ecquired on the said
légsad Jand whill b2 Bypothecated o TFCI Venture.

The First Party hes agreed to ramaferossign the Jenss hoid rghts in the favenr of [FCI

Vintieo fn the ovent of defiudt In obsarving the terms and condition of the ssid financial

aagsterce, In such & event, [FCH veature shall have aheolutz right to eater it the loased

land and enforce the seeurity charged to IFCL Vanture. m

4
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3. The lessor hareby tgrees to the ehove tmnefer/assigneent of leass hold nytts snd shall oot
rithes sy ohiection in the event of enforcament of securities by IPCT Ventare,

. T Lessee beroly egrees that ft aball heve no objection on morigage by lesior of the
ahavementioned property in favour of IPCT Venture Capital Funds Lim:ted in connection
with obeafaing any lows/ fimancial sssistance.

7. The lessee also agrees that in case of defmt of sny of the torma of s2nction by the lessee,
IPCT Vonturs shell hisve the right 1o enfores the sscarity and lossee shall not mise any
ohjertion. Alsp, ia cage of enforcement of the abovementionad proparty mongaged under
Declarstion & Undertaking dated 14" Macch, 2018, the lease deed dated 5% March, 2018
between the lessor and lesses shall siand corcellsd.

Note: Event of Defaiilt as defined in the lavastment Agreement duted 14" Manch, 2018,

Fut GUNDLATHOTT READY MIX
CEMENT INDUSTRIES VT D,

i Sl
Srinivas Rio ammmm%&

{On behalf of Cndlathotf Ready Mix Cement Industry Private Limitsd)
(First Party){Lessec)

P ageea & confiom the abave,

(5, SBo

Srinivasa Rao Gundutoti affar Srnives Ras Grodlnibot (Lessor)

LY -

)
O\ 7wl

Swa] Before e
Witness Mo | Solemnly Nﬁ"?ﬂd j Witness Mo, 2
*"l-.-.__--""_

! \GTARY PUBLIC,NEW DELHH (NOIA

——

b. The Promoters of the Corporate Debtor also executed the Deed
of Guarantee dated 14.03.2018 in favour of the Financial
Creditor herein. The relevant extracts of the Deed of Guarantee

is reproduced below:
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C.

DEED OF GUARANTEE 2/
(Pervanal)

THIS DEED OF GUARANTEE oxecuted st New Defhi this 14" Manch, 2018 by

] mmwmmmmw.mﬂmmm.
remiding 2-204 Annevanins Villags, Gumics AP 322600, and
= Ashok Cullathol, son of Srindwmm Ree Cesdiiol, aoldug 2204 Aomvares Villige,
Crantur AP £22603
(hercinafter callectively neferred a8 the “Guarantors” which expression shall, unless if be
repigmunt 1o the subject or combext thereof, Inolude thelr legel beirs, executors aed
admrnastators);
IN FAVOUR OF

IFCI Venturs Cwpital Funds Limlied 3 Company Inoorpersted within i meanlig of the
Comparles Act, 1956 mod  hiving ity regimeced office st [FCT Towsr, 8] Nehra Plasz, Rew
Dethd 110 01%, (herninaftar seferred o ax *IFCT Veohee or Londar * which expreasion shall,
undets it be repugmant 1 the subiect or contexd therend, melode ity sscocarons and issignal.

WHEREAS

1 M OUNDLATHOTL READY MIX CEMENT INDUSTRY PRIVATE LIMITED, & Cotnpany
incorporniod  ‘mmder Companies Asy, 31! with Copomtz ldentification  Number
UTE999API0ITPTCIONN? md having I Regiserod Office af 2-204 Anmuviram Village
Rompuicheds Mandsl Guate AP 522603 IN (hereinafior sefemed 0 ax “the Comipany! GRMC ")
end the Croammtons have sequested IPCT VENTURE for the mobseription of Re2,14,00,000%
(Hupees Two Crote Fourtesn Laith Only) by GRMC by sy of subicnption to; 1 1) OpHonally
Comvertible Debentures (OCDs): 1,13.000 OCDs of R, 100~ each, ot par, aggregating to e,
2,173,00,000 agd i) Equity Shire: | 000 aquity shares of R 100 sach, o par, sggregating 1o Ra,

100,000,

2, [FCT VENTURE hes agreed to the requznt of the Company azd the Cusruston have agreed 1o
give ther pimocal poaneies of the temy sed coodibozs coptuned o the “lovesiment
Agroement™ dated 14" March, 2018 sitcited betwoen e Company &nd IFCI VENTURE

(haceinadier roferred t 03 “Investmend  Agrerment™),

3, AL the coquest of the Cuamatons, IFCI ?mhumndhmﬂuﬂnw
dlbﬁﬂﬂ{l}’ﬂmhﬁmﬂﬂﬂﬂ?h&ﬂdﬂnﬂﬁﬂmr ey :

NOW THIS DEED WITNESSETH AS FOLLOWS: L

s ceowderation of e prescsns, G Cusraniors hesshby mnﬁﬂu&n!lx. ub.mmﬁ:r e

irprvocably guarmites to aod agres with IFC1 Venture na follows:- . e o

XXXXX

3, la.the eveat ofany defeult on the pert of the Company I paymeatbépayment of any of
the monays rafiered %0 shova or in the event of any defaclt oo the prrt-of the company
to comply with or perform any, of fhe terms, conditions and coveniants conlained i
the said Agreement, the Guerontors shall, voon demand, forliwith nay to [FC)
Vencirs, without deconr, sl the mmounts payable by the company wndey the said
BeTeement

The Corporate Debtor executed the Deed of Hypothecation
dated 14.03.2018 in favour of the Financial Creditor herein. The

relevant extracts is reproduced below:
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DEED OF HYPOTHECATION

THIS DEED OF HYPOTHECATION executed st New Delhi oo 14° March, 2018 by
M/s GUNDLATHOTI READY MIX CEMENT INDUSTRY PRIVATE LIMITED, & Company
incorporated  under Compunies Act, 2013 with Corporste Identification  Number
UT4999APZ017PTC107073 end having its Registered Office at 2:204 Annwvaram Village
Rompuckerls Mandal Cuntur AP 522603 IN (hereinafier refemred to a5 “the Hypothecator!
Company/GRMC * which expresslon shall, unless it be repugnant to the subject or confext
thereof include its successors wnd assigns) AND

IFCT Venture Capltal Funds Limlted, o public limited company incorporated under the
Companies Act, 1956 (1 of 1956) and having its Registered Office at IFCI Tower, 61, Nehru
Place, New Delhi-110 019 (hereinafier referred to as “TPCT Venmre", which expression shall,
unless it fs repumant to the subject or context thereof, inclode its successors and essigns),

WHEREAS the main objects of IFCI Ventur Include carrying on bisiness of, infer alia,
asslsting the wnnovation and development including application #nd commercialization of
technology and of granting financial assistance by way of equity particlpation, debantures or
advances for the purpose,

WHEREAS [FCI Venture, a public limited company incarporsted wider The Companies Act,
1956 (1 of 1956) and having its Regimtered Office at IFCI Tower, 61, Nehru Place, New Delhi-
110619 (hereinatter referred to ns IFCI Ventwe, which expression shall, unless it is repugnant to
{he subject ar context thersof, include its successors and aseigns) has floated 8 Vennmre Capital
fund by the neme of “Venure Capital Fund for Scheduled Castes™ (hereinafter referred 10 45
“VCESC") to promote entreprencurship among the Scheduled Cestes and to provide
coneessiona! finance to them.

WHERBAS VCP-SC hes been set up 5 & Trust Fund under the registered Trust Deed. IFCI Ld
as seitler, hag entrusted the Fund to TL& B8 Trust Company Ltd., & company meorporated under
the Companies Act, 1956 having its vegistered office at IL& F8 Trust Company Limited, Plot
No. C 22, G- Block, Bandra Kurla Coraplex, Bundra (Bast), Mumboi- 40005 es Trustee, Vesuze

Capital Fund for scheduled castes hus been registered with Securities Exchange B ﬁi,; ofndi |
(SEE) Ty,
WHEREAS [FCI Venture has been appoinied s ovestnent Mansger of VCFASC Hy the Trusch
lo. manage, invest and provide adminisirative services fo VCF-SC in wocprotnog with: fiie
provisians of Investment Marugement Agreement entered by it with the Trusteel FECI Ventare

has the necessary powers fo grant to the company the financial assistance b ;
ifnto this Agresment. M ey
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WHEREAS the company s desirous to-set up & factory for the production of Ready Mix
Conerete (RMC) with an installed capaclty of 48,000 Cuble, ML pa. (aveinaRer referred to o3
"'ijﬂ'].

.

\ND WHEREAS [FC] Venture has agreed to finance & punt ie. Ra214,00,000 (Rupees Two
Crore Foiatean Lakh Onl) towasds the foal rejet cost Ra3 180000 (Rupees Theee Crare
Eighteen Lalch Only) by way of sdbseription 1 1) Opptlomally Convertible Debentures (OCDs):

13,000 OCDs of Rs. 100/- each, at par, sgpragating to Rs. 2,13,00,000; and §) Equity Shares:
i y shares of R, 00 each, at par, aggregating o R, 100,000 (Rupees One Laki Orly),
and conditions mentioned in the Investmant Agreament dued 14" March, 2018

WHEREAS

1) IFCI Venturs has sanctionsd a financlal assistance of Rei2,14,00,000/- (Rupees Two Crore
Fourteen Lakh Only) to M/s GUNDLATHOTI READY MIX CEMENT INDUSTRY PRIVATE
LIMITED, & Compeny incorporaied under Companies Act, 2013 with Corporate [dentification
Number U74999AP201 TPTC107073 and having ifs Registered Office at 2-204 Annavaram Village
Romgucherla Mandal Guatar AP 522603 IN (herelnafter tefered to as "the Company or
Hypothecator or GRMC") under the Veature Capital Fund for Schedule Caste (VF-8C) on the
terms and conditions contained in the Investment Agreement entered info between the Company
and [FCI Venture (hercinafler refemed to as "the Investment Agresment’),

2) Ong of the conditions of (e said lavestment Agreement is thet the Financial Assistance
together with premium, Penal premium/chargss, coss, expenses and other monles whatsoover
tipulated n the Investment Agreement shall be secured, inter alia, by a FIRST CHARGE by
way of hypothecation of entire moveable assets which company has purchased/to be purchased
from the sanctioned financial assistance of IFCI Venture and contbution of promoters under
VCF-SC ( mote particularly described in the Schedule) including moveable plant, machinery,
machigery spares, tools and accessories, modules, fumitires, ftxmxcs fittings and ll other
moveabled eto. both present and futuge,

3) IFCT VENTURE has called upon hypothecator to executs these presents which Company has
agreed to do in the manner heseinafier expressed.

d. The Promoter of the Corporate Debtor executed the Declaration
and Undertaking for Mortgage by deposit of Title Deeds dated
14.03.2018 in favour of the Financial Creditor herein. The

relevant extracts is reproduced below:

Page 38 of 62



DECEARATION AND UNDERTARING
I the mutter of Martgnge by deposit of titin doods
Hy
Srinfvesn Ras Candnot affor S-inives g Cuodlathoti, son of Sl Ackcah Caedatol, ssaiding 3-
04 Ammawararn Village, Cumtor AP $22805 fhoreln raforred t0 s ¥ Moripazsr™i:

L]

ITCT Yemture Copite] Funds Lud. [MTIRCT Veature™)

I, Srinivass B Quadibol alier Srinives Ren Gundlathetl, son ol Shat Anlmiah Guidsco, regiding
20t Amnnvernin Yillape, Chinfie ALY 20500 (hereln referrad to s ® Mortgagor™ ), do beeehy
sulemoly declee sl sy ws follgws;

| =n competest mooujkn thip Declamtion uckd Underinldng repanding sealiog of modpage by
deposlt of tile deeds b s of IPC] Ve Capiiel Fuats LW, (secels cefurred o oy “IFCT
Vientore'™ foc creation of & valid mostgage ng sscdrgy for securing the finencisl I-I:I'I-I'II.I:EL'I.IIIl-I'I'
Veptare Copital Fund For Scheduled Cactir (hersinaftor raferred aa VOF-SC') af
Bk, 14, 00,000 (Ruapees Twe Crere Fourteen Lokh Guly) (o GUNDLATHOTT READY MIX
CEMEST INOUSTRY PRIVATE LEWITED by-way af sokeeriptica @ i ﬂ'ﬂ.lllll! Cumvertibly
Dhebentare (DD 113,000 OCIN of R 00 sach, m pir, aggoegutiog 1o R, 2,131,800, axd
i) Equity’ Sharex: 1030 dquoity ahares of Ha |00 cach, =t per, spercpiiing %0 Ra 100,000
herelnafier cefarsd o &0 Subseption’ (o M OUNDLATHDTL READY. MIX CEMENT
[HDUSTRY PRIVATE LIMITED, = Company Incoparateld woder Companies At 2007 wils
Crmpamts Blegsifcabor Number TITHISFAFIDITTTCIOTOTY and Boving it Regisieced D)oo ar 2
204 Anpzviran Villege Bempocherds Mindal Ousnge AP 512603 [N (hereimuiter referved fo oy
Ythe Compary”y setiing up o fHiptory for the produciton of Beady Min Conepere [RMC) with un
inatulled capacity bf 48,007 Cubie. ML pa (bereinnfter peforred to ar "'P'roject™)

1oy thut the [ nm seived oed pomwsed of ae alarodan well mmd neifiolesty sstéed & the
Inpris and ofes immoynble propacties meee pvticolarly described 0 fhe Schedides
hergunder wrinen togecher witk all belidiape sl sirooiures b=reom sitached S0 the sarthop
pommasenfly estamed fo pnything etiched 1o dhe saeth (Weralonfter referred to g "ihe
andd bvrgtenlile roperties)

2 1 Sigther 3ay that the geid fmrooveble propertim comprises of all thae places end pascals of
Lands campeized i ond ferming par of Non-agricoters property being all piece ar peroel
af Property Bearing Sy No6FL2A w an exvieer of Az nz:m:mm&rmwlu
eitereof Ac 6T Ceas oz of A, 1.75 Ceabs daaking todal of Ad. 0 53 Crpiv o Asnavickin_
Villags, Rompichedn Mandal Gutur Bigilor, Andhe Pridesh aod other [uiddisgst
plructuied, seectisas, ele, candtrooled apdfor o be consnattad thentom, hoth oot wnd-
ke, e=d being bying nd siheied ad Cuantar,

5, [ ey that the immavebie propoethes of the Marigagse are autside the p
Lind feeElng nrsl repmilatinn) Aat, 1576,

4. Ty ket the Mosgagar 2es oot ceesed o chugeed) or sn

.-:!J. ipurnvshle progeriss,
5. | gy thet the mil imoursblo propodics, Mﬂ.mmmﬂ
mmﬂnﬂwnumv-mﬂmmmmmmwm
o Venturs™) for fipadicEd exmisiance of Project Fa 204,00 MU0 (R Twe Ceoon Fodrmen

Ladh Qaly) advarcad to My GUNDLATHOTI READY MIX CEMENT NDUSTRY
PRIVATE LIMITED, & Cozpaay lnoorpomuted under Campunsen Act, 2013 with Corpocute
Itentifeation Number U749S9APZOTITTCINT073 and baving i Regimared Offies af 2-294
Annrsarem Vidlage Rompucborls Mends! Guate AP S2250) (N Caereinafter refered /s
“he Conpsay! ORMC®) by IFC] Vanuurdemm&pmMFwSckedM
Caites (becvlnalive refecrod to @8 YVOF-SC") togethor with inerest, widitional. Infecest,
fietanr inferest, liguidsted dwsmagss, compound mterest, Frootend fees, ymwum 02
pregaynwet oc on mdeanption, caus, dnmmmmmmmnbu
Investement Agiesnsent (atod u‘mzommmﬂmmm'mwm
Intereal, defanlt iderest, premiom on preqEyment of e redamation, com, chirges,
expeares sd offiar moaics payable by ke Compasy fo the [FCI Veanse: under the
respective Invastrent Agesancnt on EXCLUSTVE FIRST CHARGY BASIS
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(iv)

e. The Agreement for Pledge of Shares dated 14.03.2018 was

executed by the Promoters of the Corporate Debtor. The

relevant extracts is reproduced below:

AGREEMENT POR I'LEDGE OF SHARES
This Agrenment made at Mevi Delhl this 14" March, 2018 by-

f. Anntvem Ran Guodaist aifar Srnhest Rso Gradiatho, son of 350 Ankwisl Gundatog,
ostding -3k Annmaram Villsge, Guoter AT 332603; pnd

2 Avhok Cnulashod, somoof Sradvesy Rao Cuwdstort, tesiding 2204 Aonvacam Village,
Chanhor AT 5226063
Theremartar sefesed 1o a8 (b2 Piedgers’; which expoession sholl, vnlzes repupnant (9 ke
publeot or conlext thoreof, indhude ther reapeciive spccezzom, pesiges. el =od

exguion |

INFAVOUR OF

IFCI Voowre Capital Funds Zid, o Company within the mesning of the Companies Act, 1956
pnd baving s segistoeed ofice at. [PCT Tower, 61, Melme Ploce, New Delld-[10 015
{hepeinafier refeired to as TTFCT Vesiture'),

WHIRIAS

IFC[ Vienture har, ol tha cagusi of the pledgere; panitioned finanzlal ansisianie ander "Yeaturs

Capgital Facd for Sebaduled Castas™ OVOF-S0) of Ra. ZI4.00,0000- (Rupess Two Ciure Pousteen
Lakk Only) tn GINDLATEOTT READY MIN CEMENT INIRISTRY FRIVATE LIMITED by
wiy of srkseeiption to: {) Optionally Coovertible Debantures (0CDa): 2,135,000 OCDs of fe
10y= each, e par, ngeregating o K. 2 100,000 and I} Equity Sheeres: 1000 equity shared of
Ra 1050 each, &t par, sggregifing 1o B, 100,000 (Rapesy Cos Lalth Only) (hecelnafier refoered o
g ‘Bubsrizika’} in M GUNDLATHOTI READY MIX CEMENT INDUSTRY FPRIVATE
LIMITED, & Company mosrporsted under Companies Act, 2013 wath Corponede Idestification
Mumriber DT4IREATINTPTC 07073 und having it Reglsteresd Offics at 2-20d Anamvanun Vilkgs
Fompucksls Mendal Gumur AP $22603 TN (bereinafer refeored 10 g2 The Compury) GRkC 1
on the terme ind . eonditions contained In the Inveriment Agreement duted 147 March, 2013
axecuted by md betwees TPCT Venturs ond the Compasy - (apalnafisr rofereed o 23 "Inssstmeand
A prammiand™),

) G of vhe oondidons in the auid Investment Agreement exequned by the comgany, promotzms
of the apmpany and [FCL Ventuee i that the sald subseription dhall be sscored, inter alia by

pledge of shares held by the pledgsnd in the Company

i) & pursunnce of the wald Investbent Agreement, fae pladgacs have agreed e pledge the
equity shares more parfieulisly deseribed in the schoduie hervunder to IFCT ‘-':m:!'gﬂm
ggresd o orecuizs this Agreemenl __~__{¢|f
iv) The pledgera have the necemary power o enter {nfo thiv Agresment. I,n'l__ 4 r I" Z ‘f\;

Pursuant to the Investment Agreement and Deed of Hypothecation
executed by the Corporate Debtor, the charge has been created in

favour of the Financial Creditor herein on 14.03.2018 with the
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Registrar of Companies, which is reflected in the Master Data of the

Corporate Debtor, the relevant extract of which is reproduced

below:
Ministry Of Corporate Affairs @Q‘)
Dty < 58120028 S:A0 00 piw
Coumpany T niathon
o LTS AROL MY C TS
Coampaniy Ny GUNDLATHUTT READY MIXCERERT DU IRY VAT LIMITED
ROC Nawe ROC Vivyoradde
Hegnirathon Number 107
Ete of lninrpocation Ky
Fmd i ot ey SRR g Lo
Reglitered Addross A:::; :th}ll\%%% ué&;;mm ROMILUCHEILA MAKEAL,

Atddeers 2t which thir Dowks af pesuunt v s by
maletamme

Liseed 16 Mok Eschnagets) (Y/N) No
Casegrry Wl Cimpasey Carrggmatry Jenited by paes
Sabotbegery of (he Company Mow pesorament camgany
Csan o Company L
ACTIVE camplisnie ACTIVE Cumpisgst
Anthirived Copltsd (Ry) 11000000
Pl hep Cagdint (R wml
Date of lae2 AGM NSRS
Date of Dalance Shoe! e
Campany Sty Active
Jurbsdletinn
ROC (mame wnd silicq) WER Voaywwaika
W Genme and Reglony \ L s ,\" oy B, Seoth Yuas) Rageon
L’ 7
wQo! ] al
Imlex of Clearges v[
Py
p— Wity
Charge thaty At
Se. ; Uieal Dee ot Bl
AN Charp W Makibes . Assunt Asidron isgirered  Ihabder
No pev Ciovtus  MadBotied  Mathdicims Iywder  Nome
ity
(L8]
- IOWEE I
e MU

P AT s A’.ﬂg‘ AR SAY e T N

v DELI,

LMD Ladly, ."‘-uo
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(v)

(vii)

(viii)

(x)

Based on the above facts and circumstances, the VCF-SC has
disbursed the amount to the Corporate Debtor for subscription of

OCDs.

As per clause (a) of Article XI of the Agreement, two consecutive
defaults at any stage of payment of coupon and/ or redemption/ buy

back of OCDs would amount to event of default.

As per clause (b) of Article XII of the Agreement, the Corporate
Debtor has agreed that the Financial Creditor herein has right to

take appropriate legal actions.

It is an admitted fact by the Corporate Debtor that the disbursement

under the Agreement has been availed by it.

After executing the Assignment Agreement, Deed of Guarantee,
Deed of Hypothecation, Declaration & Undertaking and Pledge
Agreement and also availing the loan based on the Agreement
dated 14.03.2018, wherein they have agreed that the Financial
Creditor herein shall have right to take appropriate legal actions in
the event of default, the Corporate Debtor would be estopped from
taking another stand that the Financial Creditor herein cannot file
the Section 7 Application, and the same would not be a valid ground

based on the rule of estoppel.

After default by the Corporate Debtor, the Financial Creditor issued
the recall notice dated 02.07.2024, the relevant extract of which is

reproduced below:
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¥
'\
A‘?ﬂ
[FCTVENTLRF: o ;

Ref: IFCI Ventine/Legal /GRMCIPL /2024-25/ July 02, 2024

M/s Gundlathoti Ready Mix Cement Industry Private Limlted (Borrower) =2plessqa
2:204, Amnavaram Villaga,

Rompucheria Mandal, Guntus,

Anihra Pradesh- 522603

Mr. Gundathotl Srinivasa Rao (Director/Guara ntor) —

ONo. 66324, 66A14, 20105%43
Narasarapel to Romplchera Roa),

Amavaram Vikage Panchayat,

Rompichera Mandal, Guntur Dist

Mr. Gullathoti Ashok ( Director/Guarantor)

2-204, Annavaram Village, — 20los3 44
Rompucheria Mandal, Guntur,

Andhra Pradesh- 527603

Dear Sir(s),

1. IFCI Venture Capital Funds Ltd (herelnafter referred to a5 “IFCI Venture”) had

Sanctioned & Financlal Assistance of R, 2,14,00,000/- (Rupaes Two Crore W
Fourteen Lai Only) to M/s. Gundalathoti Ready Mix Cement lndg;{t:w: )
Private Limited (herelnafter referred to a5 "the Company or GRMCI !;j 3 ﬂv: gy,

Company within the meaning of the Conpanies Adt, 1956 (1 of 1956) and h
Regstered Office at 2204, Annavaram Vilkag, Rompucheriz Mandal Guntur,
Pradesh - 522603 (hereinafter raferred tp ag "Company’") by way of subscription
|} Optianally Convertible Debantures (Herinafter referred to s the "Debentures'
0 '0CDs) comprising 2,143,000 OCDs of R, 100/- each, at par, aggregating to fs.
&,13,00,000/- and 1 10,000 Equity Shares of Rs, 10 asch at fiar dggregating to s,
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1,00,000 (Rupees One Lakh.Only) on the terms 2nd conditions contained In the
Investment Agreement dated 14 March, 2018 executed by end between the
Company, Mr. Gundathot! Stinlvasa Rao, and Mr, Gullathot! Ashok
(hare/nafter referred to as "Promoters”) and IFCt Venture under VCF-SC. The total
financial assistaice of Rs, 2,14,00,000/- (Rupees Two Crore Fourteen Lakh
Only) vias disbursed to the company In tranches,

. The Company, for sacuring the sald financlal assistarice, had glven the following
securities: Fiest charge on assets created In the project with assistance from IFCI
Venture under VCF-SC and contrioution from promaters:

a) First charge by way of hypothecation on all the present and future movable
assats of the Company such as plant & machineries, furniture & fixtures,
fittings, showpieces, etc.; '

b) First charge by way of equitable mortgage by deposit of orlginal title deeds has
been created on Property bearing Survey, No. 663/2A to an extent of Ac. 0,32
cents and In Survey. No, 664/1 an extent of Ac. 0,63 cents out of Ac, 3,75 cents
making a total of Ac. 0,95 cents at Anaveram Village, Rompicheria Mandal,
Guntur District, Andra Pradash.

¢) Other securities |

+  Pledge of 51% unencumbered equity shares held by Promaters In the
company.

o Personal Guarantee of promotors

¢ Post dated Cheques for coupon payment and redemption of OCDs as
per the redemption schedule

(More particularly described in Annexure-A)

3, Further you have fafled to make payment of coupon for consecutive two quarters
singe 30.09.2020. As per clause 11 (a) of the Investment agreement, whereby It
has been agraed that there vill be event of default if Company i faled to make a
payment of coupon for the two consecutive defaults, The sald clause Is mentioned_
hereunder for reference: | Ll« i)

Article X [~/
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4.

5

7

Events of Default

(&). Two consecutlve defaults at any stage of paymeant of coupen anac
redemplion/buyback of OCOS/Equly as per the scheduils given above;

Further, IFCL Venture, advised the company, promoters for remitling thy
outstanding amount and had also sent verlous communications to the Compan)
vide lettirs, emalls, phone calls, ete, for remitting the dues under VCF-SC
However, the promotars have not made any payment to cear the dues so far aver
after continuaus persuasion and ample opportunities given by IFCY Venture anc
the default s In continued default since 30.09,2020,

As per Clause 9.3 of the sald Investment Agreemant, In the event of default In
redemption of debentures and buyback of equity as per terms tontalned thereln
or any other default In adhering to any of the terms and conditions of the
Investment sgreement, IFCI Venture shall be at Iberly to recall the entire
assistanoe and In such an event the company/promoters shall be under obligation
to repay the entire disbursed financlal assistance together with the coupon Interest
@10% p.a, It Is to Inform that even after ghing varlous reminders & ample
opportunities; you have failed to honor your commitment towards the payment of
outstanding dues on OCDs held by IFCI Venture unger VCF-SC.

+ In view of continued dofault in payment of outstanding dues for consecutive tvg

quarters; TRCL Venture hereby recall the financial assistance disbursed to M/s.
Gundalathot! Ready Mix Cement Industry Private Limited and call upon
tne Company and Its Promoters [Guarantors to make payment of entire finandal
asslstance along with coupan / Interest as envisaged In the Investment Agraement
Torthwith.

We hereby call upon the Company and Promoters /Guarantors to pay an amount
of Rs.2,71,79, 781/~ (Rupees Two Crore Seventy-One Lakh Sevetity-Nine Thousand
Seven Hundred Elghty-One Only) caloulated as on March 34, 2024 Including default
coupan along with other coupon Interest/ expanses tll such time the outstanding
amount Is pald off in full, (More particularly descrioed In Annexure-8),
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8, The notice Is further given that consequent upon the venture having called off and
financlal assistance having recalied by us, the sald outstanding amount Including
principal and coupon Interest of the assistarice, as mentioned In para-7 above have
become payable forthwith and you are liable to pay default coupon rate @ 10%
pa In terms of the said Investmeant Agreement til the entire outstanding dues
together with Interest and other dues are paid off In full.

. We, therefore, hereby call upon the Company and the Promoters/quarantors, to
pay forthwith the sald sum of Rs:2,71,79,781/- (Rupees Two Crore Seventy One
Lakh Seventy Nine Thousand Seven Hundrad Elghty One Only) calculated as on
March 31, 2024 a5 aforeseld together with coupon calculated as stated above
from the date of this notice and other money that may become due and payable
by you to us up to the date of repayment thereof, within 15 days from the
date of this notice. In default of your not making payment to us as aforesaid
within 15 days as stipulated above, it will be presumed that you/ the company are
unable to pay thelr debts, rendering them fiable for & recovery sult, Insolvency
proceedings & other fegal actions as may be deemed fit under the laws, We shall
further, be constralned to enforce the securlty of properties mortgaged/
nypothecated, piedge of shares and/or take legal proceedings against
company/promoters & quarantors, and In such an event company/promoters &
guarantars shall also be held liablz for all costs, charaes and other expenses which
mey be incurred by us in this behalf, in addition to the sald outstand

YOUEMW\I]}V,
(Authorized Signatory)
IFCI Venture Capital Funds Ltd,

(xi) Subsequent to the recall notice, the Financial Creditor issued the

default notice dated 13.09.2024, the relevant extract of which is

reproduced below:
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A i

V
Y/
IFCI VENTURE
By E-mall/Coyrier
Ref; IFCI VentureJLegal/GRMCJPUZON-zS/:)ososx'b September 13, 2024

\/M7s/6undlathoﬁ Ready Mix Coment Industry Private Limited (Barrower)
2-204, Annavaram Village,

Rompucheria Mandl, Guntur,
Andhra Pradesh- 522603

Mr. Gundathati Srinivasa Rao (Dlrector/Guarantor)
O.No.: 66324, GA-1A,

Narasaraopet t Rompicheria Road,

Annavaram Villgge Panchayat,

Rompicheria Mgndal, Guntur Dist,

Mr. Gullathot{ Ashok (Dlrector/Gumnmr)
2208, Annavargm Village,
Rompucheria ndal, Guntur,
Andhea Pradestt- 522603

L We refer to our several communications, whereln, we had reminded you about your
defaults and advised You'to ciedr your outstanding dues at the earfiest, but you have
utterly falled to repay the outstanding dues of IFCT Venture under VCFSC,

2 Defaults are ntinving since long ang inspite of repeated  assurances and
commtment by you/ your representatives, the financia asisance has ot buen,
regularized til date, The defauit pasition stand as follows: DitaN
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Overdue Principal 2,13,00,'000 |-
Overdue Interest _(grgss) 57,78,780.5 |-
| Total (approx,) 2,70,79,781)-
(Cefault statement enclosed)

in view of the above, we agaln advise you to pey the defaulted amount of
Rs. 2,70,79,281/- (Rupees Two Crore Seva-!uy Lakh Seventy Ntlne
Thousand Seven Hundred Eighty One Only) calcufated a5 on 31 March, 2024
35 aforesaid together vith coupon interest calculited as on the data of this notios
(induding penal coupon Interast on *other events of default’) and equity of Rs.
1,00,000/- alang with the IRR on equlty to be buyback by promoters as a put option
axercise by IFCI Venture as per terms of agreement and other moneys that may
become due and payzr:[l;ls;y you to us upto the date of repayment thereof, within 15

Furtner, you are advissd to show cause as t why 2 legal action Incudes but not
limited tq filing Insolvency Application to National Company Law Tribunal (NCLT)
under 18C, 2016 and other appropriate lega! actions under the laws,

Kindly note that the above notice is Issued without prejudice to the rights and
remedies to IFCT Venture avaliable against the Cornpany/Guarantors/Mortgagars,

Youts sificerely;

Néw
> “'H:.‘i-.“
“'\-‘.‘\ \

(Aumwcifd{bsnﬂoﬁ)

IFCI Ventura Canita

ital:Funds Ltc
Under YCFSC

(xii) The Corporate Debtor has failed to make the payment of the debt
and any contention raised by the Corporate Debtor regarding the
existence of debt and default have not been placed on record by

the Corporate Debtor.

(xiii) The Corporate Debtor has also acknowledged the debt due to the
Financial Creditor herein in its Audited Financial Statements for the

Financial Years 2021-22 and 2022-23.

(xiv) In the present case, the record establishes that the Corporate

Debtor failed to adhere to the agreed redemption schedule and
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(xv)

committed continuing defaults in repayment of the OCDs.
Consequently, the Financial Creditor exercised its contractual right
of recall by issuing the Recall Notice dated 02.07.2024, followed by
the Demand Notice dated 13.09.2024, calling upon the Corporate
Debtor to discharge the outstanding financial liability. The record
further shows that, despite such recall and demand, the Corporate

Debtor failed to discharge the outstanding dues..

Thus, a conjoint reading of Clauses 2.1 and 2.3, Clause 9.3 of
Article IX, Article Xl, Article Xl and Article XllI of the Investment
Agreement makes it evident that IFCIVCFL was vested with
substantive contractual rights in respect of the financial assistance,
including the right to recall the entire financial assistance upon
default, demand repayment with the stipulated interest/default
coupon, enforce the securities and take appropriate legal action.
These provisions assume significance, while considering the
objection raised by the Corporate Debtor as to the locus standi of
IFCIVCFL to maintain the present Application under Section 7 of
the Code. The Financial Creditor herein, therefore, cannot be
regarded as a mere Investment Manager having only administrative
or ministerial functions. The contractual documents expressly
confer upon IFCIVCFL substantive and enforceable rights arising
from the financial transaction, including the right to recall the entire
financial assistance and to take appropriate legal action upon
default. The exercise of such contractual rights by issuance of the

Recall Notice and Demand Notice further demonstrates the nature
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(xvi)

19.

and extent of the authority vested in the Financial Creditor herein

,under the contractual framework.

In view of the foregoing discussion, we are of the considered view
that the objection raised by the Corporate Debtor as to the locus
standi of the Financial Creditor is devoid of merit. The contractual
documents placed on record expressly confer upon IFCIVCFL the
right to recall the financial assistance and to take appropriate legal
action upon default. Accordingly, the Financial Creditor has the
requisite authority to maintain the present Application under Section

7 of the Code.

The next issue for consideration before us is “Whether the Debt in

the present Application comes under the definition of Financial Debt

under section 5(8) of the Code.”

(i)

As per Section 5(8) of the Code, ‘financial debt’ means a debt along
with interest, if any, which is disbursed against the consideration for
the time value of money and includes any amount raised pursuant
to any note purchase facility or the issue of bonds, notes,
debentures, loan stock or any similar instrument. The relevant

extract of the provision is reproduced below:

(8) “financial debt” means a ebt alongwith interest, if any, which s disbursed againg
the consideration for the time value of morey and includes

XXXXX

(c) any amount raised pursuant (o any note purchase facility or the issue of bonds

notes, debentures, loan stock or any similar instrument,
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(iif)

In the present Application, the Financial Creditor financed
Rs.2,13,00,000/- by way of subscription of 2,13,000 OCDs of
Rs.100/- each and the Corporate Debtor/ Promotors agreed to
redeem/ buyback the OCDs on quarterly basis along with coupon
rate of 8% p.a. Out of 2,143,000 OCDs, the Corporate Debtor/
Promotors were to redeem/ buyback 1,72,431 OCDs on/ or before
31.03.2023 and the said OCDs brought back by the Promotors
automatically converted into interest free unsecured loan or equity
shares at the option of the promotors. The outstanding OCDs as on
31.03.2023 shall also be redeemed/ bought back by the Promotors,
shall automatically get converted into interest free unsecured loan
or equity shares at the option of the Promotors along with coupon

rate of 8% p.a. on/ before 31.03.2024.

If the Promotors fails to redeem/ buyback the OCDs before
31.03.2024, outstanding OCDs as on 31.03.2023 shall be
converted into the equity shares at the sole discretion of the
Financial Creditor. In case of breach of any terms and condition of
the investment agreement, the Financial Creditor has right to recall
the financial assistance and the Corporate Debtor/ Promotors would
be liable to pay the financial assistance along with default coupon

of 12% p.a. on the OCDs.

For this, we referred to the judgement dated 10.01.2024 in the
mater of “Santosh Kumar Vs. ASK Trusteeship Services Private
Limited and Anr., Company Appeal (AT) (Ins.) No. 1575 of 2023”

which relied on its old judgement dated 23.04.2019 “MAIF
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20.

Investments India Pte. Limited vs. Ind Bharath Energy (Utkal)
Limited, Company Appeal (AT) (Ins.) No.597 of 2018” held that

the OCDs are financial debt based on the clauses of the agreement.

In the present case, the Article XllI gives the Financial Creditor right
to recall the financial assistance along with coupon rate in case of
breach of agreement. This implies that the present OCDs qualifies

the definition of financial debt under section 5(8) of the Code.

The next issue for consideration before us “Whether the

Application based on default date after the Section 10A period is

maintainable, if the threshold limit after the Section 10A period

crosses the threshold limit.”

(i)

The first few redemptions of the OCDs was due on Section 10A
period. However, the Financial Creditor filed this Application based
on the default, which falls after the Section 10A period for the
amount defaulted after Section 10A period. The Financial Creditor
rightly relies on the Hon’ble NCLAT Judgment dated 28.01.2026 in
the matter of SRElI Equipment Finance Ltd. Vs. R.S. Kamthe
Infrastructure Developers Pvt. Ltd., Company Appeal (AT)
(Insolvency) No. 116 of 2024. The Hon’ble Appellate Tribunal held
that when section 7 application is based on default committed
subsequent to Section 10A and the amount claimed subsequent to
Section 10A period is well beyond threshold, application cannot be
rejected on the ground that it is barred by Section 10A application.

The relevant extract of the judgement is reproduced below:
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“11. The above judgments clearly support the submissions of the
appellant that when the Section 7 application is based on default
committed subsequent to Section 10A period and the amount claimed
subsequent to Section 104 period is well beyond threshold,
application cannot be rejected on the ground that it is barred by
Section 104 application. We only clarify that Section 7 application

filed by the appellant has to confine to the default committed

subsequent to Section 10A4 period.”

(i) Inthe present case, since the Financial Creditor filed the Application

for the default amount after the Section 10A period based on the

default date after the Section 10A period, the Application is

maintainable as default after the Section 10A period crosses the

threshold limit.

21. The next issue for consideration before us is “Whether there is a

financial debt and default in repayment thereof, when it became due

and payable, which meets the minimum threshold limit of Rs. One

crore as required under Section 4 of the IBC?”

(i)

(ii)

The Financial Creditor as per Part-lV of Form-1 of the
Application has stated that the total amount in default as on
31.03.2024 amounts to Rs.1,47,69,875/-, and the outstanding
liability of the Corporate Debtor as on 31.03.2026 stands at
approximately Rs.3,02,80,733.50 comprising Rs.2,13,00,000
towards overdue principal and Rs.89,80,733.50 towards

accrued interest.

Despite repeated reminders and issuance of recall notice
dated 02.07.2024 and demand notice dated 13.09.2024, the

Corporate Debtor failed to discharge the financial debt.
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(iii)  Further, the Corporate Debtor has also acknowledged the
subsisting liability in its audited financial statements for the
year ending 31.03.2023, which constitutes a valid

acknowledgement.

(iv)  The Corporate Debtor committed default in repayment of the
above financial debt which is due and payable and the default
continues to subsist, which is more than the threshold
requirement of Rs. One Crore as required under Section 4 of

the Code.

22. However, before admission of the Application, this Adjudicating
Authority has to satisfy itself that the Application is complete and that no
disciplinary proceedings are pending against the proposed Interim
Resolution Professional (hereinafter referred to as the “IRP”). We have
gone through the contents of the Application filed by the Financial
Creditor and found the same to be complete. The Financial Creditor has
proposed the name of Mr. Mannava Divakara Sarma, having Registration
No. IBBI/IPA-001/IP-P01192/2018-2019/11917, as the IRP in the present
matter. The written consent of the proposed IRP in Form-2 dated
29.03.2026 is placed at page 259 of the Application, wherein the
proposed IRP has affirmed that he is eligible to be appointed as the
Resolution Professional in respect of the Corporate Debtor and certified
that no disciplinary proceedings are pending against him before the
Board or the Indian Institute of Insolvency Professionals of ICAI. The
copy of the Authorisation for Assignment in Form B is annexed at page

260(c) of the Application, which shows that his Authorisation was valid
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up to 31.12.2026. The relevant extract of the IBBI website is reproduced

below:
Nanie o the IF . M Dk Sarma
ﬁhghﬂi‘dﬁum |BBI/|PADDLAP PO1 1922018 2017111917
[Haee af Beglrtration Aa=lul-18
Merniaer ol P& el hstilute of nscheney Predessongls of 1CA]
Memberof [PASince 01 Jun 18
Memberof {FE
Firwfid e a2 00 eahoaldol o
Address 5:4-11.2/3 Brodicpet Guntur Andhra Magesh 220002
e Vall AFA Ve
AR Cerlcate i ARTTI A TR £
AR Valid Ut 31 Dec 26
Total CRE Earned
|atal .G;;‘Hgm'nuriu

23. As a sequel to the discussion above, the present Section 7
Application bearing CP (IB)/18/7/AMR/2026 filed by the Financial
Creditor under section 7 of the IBC for initiating CIRP against the
Corporate Debtor Gundlathoti Ready Mix Cement Industry Private
Limited is hereby admitted and accordingly, the moratorium is declared
in terms of Section 14 of the Code:
(i)  Moratorium under section 14(1) for prohibiting all of the following,
namely:
a. The institution of suits or continuation of pending suits or
proceedings against the Corporate Debtor including execution
of any judgement, decree or order in any court of law, tribunal,

arbitration panel or other authority;
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(i)

b. Transferring, encumbering, alienating or disposing of by the
Corporate Debtor any of its assets or any legal right or beneficial

interest therein;

c. Any action to foreclose, recover or enforce any security interest
created by the Corporate Debtor in respect of its property
including any action wunder the Securitization and
Reconstruction of Financial Assets and Enforcement of Security

Interest Act, 2002;

d. The recovery of any property by an owner or lessor, where such
property is occupied by or in the possession of the Corporate
Debtor.

It is hereby clarified that notwithstanding anything contained in any

other law for the time being in force, a license, permit, registration,

quota, concession, clearance or a similar grant or right given by the

Central Government, State Government, local authority, sectoral

regulator or any other authority constituted under any other law for

the time being in force shall not be suspended or terminated on the
grounds of insolvency, subject to the condition that there is no
default in payment of current dues arising for the use or continuation
of the license, permit, registration, quota, concession, clearances or

a similar grant or right during the moratorium period;

The supply of essential goods or services to the Corporate Debtor,

as may be specified, shall not be terminated or suspended or

interrupted during the moratorium period, except where such

Corporate Debtor has not paid dues arising from such supply during

Page 56 of 62



24.

the moratorium period or in such circumstances, as may be
specified.

The provisions of sub-section of section 14(1) shall not apply to
such transactions, agreements or other arrangement, as may be
notified by the Central Government in consultation with any financial
sector regulator or any other authority; and also, to a surety in a
contract of guarantee to a corporate debtor.

It is clarified that the provisions of Section 14(1) of the Code shall
also apply, where the surety seeks to initiate or continue any action
or proceedings against the Corporate Debtor pursuant to the
Contract of Guarantee.

The order of moratorium shall have effect from the date of this order
till the completion of the CIRP or until this Adjudicating Authority
approves the resolution plan under sub-section (1) of Section 31 or
passes an order for liquidation of the Corporate Debtor under

Section 33 as the case may be.

We also appoint Mr. Mannava Divakara Sarma, bearing

Registration No. IBBI/IPA-001/IP-P01192/2018-2019/11917 Email:

mdsarma2003@yahoo.com having Address at 5-4-11, 2/3, Brodiepet,

Guntur-522002, Andhra Pradesh, as IRP in the instant matter, with the

following directions:

The term of appointment of the aforesaid IRP shall be in accordance

with the provisions of Section 16(5) of the Code;

The aforesaid IRP shall also submit an affidavit to this Adjudicating

Authority within 7 days of this Order that he is eligible to be
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(iif)

appointed as IRP under Regulation 3 of IBBI (Insolvency Resolution

Process for Corporate Persons), Regulations, 2016;

The IRP shall make all requisite disclosures as per First Schedule
under Regulation 7(2)(h) of the IBBI (Insolvency Professionals)

Regulations, 2016 in the first meeting of the CoC,;

In terms of Section 17 of the Code, from the date of this
appointment, the powers of the Board of Directors shall stand
suspended and the management of the affairs shall vest with the
IRP and the officers and the managers of the Corporate Debtor shall
report to the IRP, who shall be enjoined to exercise all the powers,
as are vested with the IRP and strictly perform all the duties, as are
enjoined on the IRP under Section 18 and other relevant provisions
of the Code, including taking control and custody of the assets, over
which the Corporate Debtor has ownership rights recorded in the
balance sheet of the Corporate Debtor, etc. as provided in Section
18(1)(f) of the Code. The IRP is directed to prepare a complete list

of the inventory of assets of the Corporate Debtor;

The IRP shall strictly act in accordance with the Code, all the rules
framed thereunder by the Board or the Central Government and in
accordance with the Code of Conduct governing his profession and
as an Insolvency Professional with high standards of ethics and

moral;

The IRP shall cause a public announcement immediately (but not

later than three days from the date of his appointment), in terms of
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(vii)

(viii)

(x)

Regulation 6 of the Insolvency and Bankruptcy Board of India
(Insolvency Resolution Process for Corporate Persons)
Regulations, 2016 of the initiation of the CIRP read with
Section13(1)(b) read with Section 15 of the Code calling for the

submission of claims against Corporate Debtor;

The IRP/RP shall prepare the Audited Financial Statements as on

date of the CIRP and shall submit before the CoC for consideration.

The IRP/RP shall also ensure that all the assets appearing in the
Financial Statements on the CIRP date have been considered in
the valuation report. The IRP/ RP shall send individual
communication through post or electronic means along with a copy
of public announcement to all the creditors as per last available
books of accounts/ financial statements on the CIRP date of
Corporate Debtor as prescribed under Regulation 6A of IBBI
(Insolvency Resolution Process for Corporate Persons)

Regulations, 2016.

The Corporate Debtor, its Directors, personnel and the persons
associated with the management shall extend all cooperation to the
IRP in managing the affairs of the Corporate Debtor as a going
concern and extend all cooperation in accessing books and records

as well as assets of the Corporate Debtor;

The suspended Board of Directors is directed to give complete
access to the books of accounts of the Corporate Debtor maintained

under Section 128 of the Companies Act, 2013. In case, the books
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(xi)

are maintained in the electronic mode, the suspended Board of
Directors are to share with the IRP/RP all the information regarding
maintaining the backup and regarding service provider kept under
Rule 3(5) and Rule 3(6) of the Companies (Accounts) Rules, 2014
respectively as effective from 11.08.2022, especially the name of
the service provider, the internet protocol of the service provider and
its location, and also address of the location of the books of
accounts maintained in the cloud. In case accounting software for
maintaining the books of accounts is used by the Corporate Debtor,
then IRP/RP is to check that the audit trail in the same is not
disabled as required under the notification dated 24.03.2021 of the
Ministry of Corporate Affairs. A reference is made to the provisions
of Section 128(5) of the Companies Act, 2013, whereby every
company should maintain its books of accounts for not less than
eight financial years immediately preceding a financial year.
Minutes and statutory records are the principal documents of the

company that should be maintained and preserved since inception.

In view of the above mandatory provisions, the suspended directors
of the board will ensure that the books of accounts for the eight
previous financial years preceding the date of this order be made
available to the IRP/RP within 15 days of the initiation of the CIRP
order. The statutory auditor is also directed to share the records
maintained by him in the course of the audit of the accounts of the
Corporate Debtor for the period of three years prior to the date of

initiation of this CIRP order within the same period of 15 days.
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(xii)

(xiii)

In case of any non-cooperation by the suspended Board of
Directors or the statutory auditors, the IRP/RP may take the help of
the police authorities to enforce this order. The concerned police
authorities are directed to extend help to the IRP/RP in
implementing this order for retrieval of relevant information from the
systems of the Corporate Debtor. The suspended Board of
Directors is also directed to hand over all user IDs and passwords
relating to the Corporate Debtor, particularly for government portals,
for various compliances. The IRP is also directed to make a specific
mention of non-compliance, if any, in this regard in his status report
filed before this Adjudicating Authority immediately after a month of

the initiation of the CIRP.

The IRP/RP is directed to approach the government departments,
banks, corporate bodies and other entities with request for
information/documents available with those authorities/ institutions/
others pertaining to the Corporate Debtor, which would be relevant
in the CIRP. The government departments, banks, corporate bodies
and other entities are directed to render the necessary information
and cooperation to the IRP/RP to enable him to conduct the CIRP

as per law.

(xiv) The IRP shall, after collation of all the claims received against the

Corporate Debtor and the determination of the operational position
of the Corporate Debtor constitute a Committee of Creditors and
shall file a report, certifying constitution of the Committee to this

Adjudicating Authority within two days of verification of claims
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received under Regulation 12(1) of the CIRP Regulations, and shall
convene first meeting of the Committee within seven days of filing

the report of constitution of the Committee.

(xv) The IRP shall also serve a copy of this order to all relevant statutory
departments such as Income Tax, GST (Centre and State),
Provident Fund, ESI etc.; Regulators; and trade unions/ employee

associations to inform them about the commencement of CIRP.

(xvi) The IRP is directed to file a progress report every month to this

Adjudicating Authority.

25. The Financial Creditor is directed to deposit Rs.5,00,000/- (Rupees
Five Lakhs Only) with the IRP to meet out the expenses to perform the
functions assigned to him in accordance with Regulation 6 of Insolvency
and Bankruptcy Board of India (Insolvency Resolution Process for
Corporate Persons) Regulations, 2016. The amount, however, will be
subject to adjustment by the Committee of Creditors as to be duly

accounted for by IRP and shall be paid back to the Financial Creditor.

26. A copy of this Order shall immediately be communicated to the
Financial Creditor, the Corporate Debtor, IBBI, and the IRP named above

by the Court Officer/ Registry of this Adjudicating Authority.

Accordingly, CP (IB)/18/7/AMR/2026 stands admitted.

Sd/- Sd/-
(UMESH KUMAR SHUKLA) (KISHORE VEMULAPALLLI)
MEMBER (TECHNICAL) MEMBER (JUDICIAL)

Krishna/ RSN
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