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IN THE NATIONAL COMPANY LAW TRIBUNAL
HYDERABAD BENCH AT HYDERABAD

CP (IB)Ng.11/10/HDB/2017

U/s 10 of IBC, 2016
R/w Rule 7 of | & B (AAA) Rules, 2016

IN THE MATTER OF:

K. Sashidhar, Managing Director,

Kamineni Steel & Power India Private Limited,

Kaminent, 4th Floor, King Koti,

Myderabad-500001,

Telangana ... Petitigner/Corporate Applicant

Versus

Kamineni Steel & Power India Pvt. Ltd.,
‘KAMINEN]', 4™ Floor, King Koti,
Hyderabhad - 500 001, Telangana

“i

indian Bank

Hyderabad Main Branch, .
Surabhi Arcade, Bank Street, Kotl,
Hyderabad -500 001

3. Oriental Bank of Commerce
Plot No-271, Road No 63, Jubilee Hills
Hyderabad - 500 033

4,  Karur Vysya Bank
Himayal Nagar Branch,
Hyderabad-500 209

JM Financial Asset Reconstruction Company Limited
378 Floor, B-Wig, Saushish iT Part, Plot No.6BE,

Off. Dattapada Road; Opp. TATA Steel,

Borivali (East}, Mumbai - 400 066. .
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LCentral Bank of India
Corporate finance Branch,
Bank Street, Koti,
Hyderabad -500 095

Indian Overseas Bank,
Large Corporate Braneh,
1% Punnaiah Plaza,
Jubilee Hills Check Post,
Hyderabad- 500 034

Andhra Bank

apecialized Corporate Finance Branch,
3rd Floor, 6-3-892,

Belvedere, Raj Bhavan Road,
somajiguda, Hyderabad - 500 082

Bank of Maharastra

Asset Recovery Branch,

Door No, 4-3-448 to 460 & 465 to 468,
15 Floor, Vincothna Pittie’s MAJESTY,
Gopalbagh, Near Bank street, Koti,
Hyderabad ~ 500 001

Allahabad Bank :
3-6-433, Ground Floor,
Main Road, d
Himayatnagar,

Hyderabad-300 029 ... Respondent/Financial Creditors

Judgrment pronounced on 27 November, 2017

CORAM:

Hon'ble Mr. Rajeswara Rao Vittanala, Member {Judicial)
Mon’ble Mr, Ravikumar Duraisamy, Member {Technicat)

Counsels present

For Corporate Applicant:

For indian Bank

: Shri V.K Sajith, Advocate

shri £ Ajay Reddy, Advocate




For 10B & BOM -

For Allahabad Bank

Interim Resoiution’_'
Professional '
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Parties in persen.

3

. ShriD. Venkata Ramana, ZM

TShri M. Prabhakara Reddy, AGM
Shri Jayakar Rao, Manager

|'shri T, Aravind Kumar, Chief
Manager

T T, Y. Srilatha, CM (Law)

Shri D.S. Mu:thy, AGM

tan Kumar G M

Shri Sajan Joseph, CM (Law)

Shri Deepak N. Bhardwaj, ZM

1L Kumar, AGM _\__.'f'f'f'_'.'_f_fﬂfff

Shri B, Praveen Kumar, Advocate

Dr. §.V. Ramakrishna, Advocate

Shri CB Mouli (party in person)

indian Bank

Commerce

”"'Andhra Bank

| Andnra Bank
Al lahabad Bank

" '_Enchan Bank

Oriental Bank of

indian Overseas Bank

: Rajeswara Rao Vittanala, Member (Judicial)

Ravikumar {ﬁuraisam_y, Member (Technical)

JUDGEMENT

The present Company

Petition bearing

CPUBINo.11/10/HDB/2017 (which is herein after

referred to as Company petition) is filed by Kamineni

Steel & Power India Pvt, Ltd (hereinafter, referred to

as the Company/Corporate Debtor), representéd by its

Managing _Director Dr. K. Sashidhar, under Section 10

of the Insolvency and Bankruptcy Code, 2016 read

Bank of Maharashtra

_':Centrai Bank of india
| Central Bank of India
Central Bank of india
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with  Rule: 7 of the Insoclvency and Bankrugptcy
(Applicatéo_ﬁ to Adjudicating Authority) Rules, 2016, by
inter-alia %eeking fo initiate Corporate Insolvency
Resolution ;':?mcess (CIRP) in respect of Kamineni Steel
& Power India Pvt. Ltd.

The Adjudicating Authority, vide order dated 1@t
February, 2017, admitted the Company Petition and
appointed Shri C.B. Mouli as Interim Resolution
Professional (IRP), and directed him to constitute a
Committee of Creditors (CoC), and cause public
announcement of initiation of CIRP of the Company as
per the details given in sections 15(1} and 15(2) on the
www.'ibbi.ig:ov.in (designated website of Insolvency and

BankruptcS? Board of India} etc.

in pursuahce to the above order, the Resolution
Professibnét, has made public announcement in Form-
A in newspapers viz. The Hindu and SAAKSHI on 16%
February, 2017 and it was atso displayed in the 1BBI
website and Corporate Debtor’s website as per IBC
Regulations. Two {2) Registered Valuers namely M/s
Mott McDonatd Pvt. Lid., having its office at Level 4,
Regus Business Centre, Gumidelli Commercial
Complex, 1-10-39, to 44, Old Airport Road, Begumpet,
Hyderabad-500016.  Telangana, india at a
remuneraﬁiorx of Rs.2.50 lakhs and another namely
Servel 'Kriélma Engineers Private Limited, having its
office at €-23, Sterling Vilia, Vikrampuri,
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Secunder;at;:éd - 500@09 on a remuneration of Rs.1.50

Lakhs are appointed.

Since th;e _.:Corporate Insotvency Resolution Process
could no‘it iﬁ_e completed within the stipulated time of,
180 dayé, an application is filed by the Resolution
Professional by seeking extension of further 90 days’
time. Accordingly, we have considered the application
as per rﬁerit, and after satisfying that further time is
required; fo'r bonafide reasons in favour of resolution
process,\?‘.a;t:iowed the C.A. NO.139 of 2017 vide order
dated zfthfﬁjuly, 2017 by extending further time of 90
days from 09.08.2017.

In purs@an_@ to ab_fove orders of Tribunal, Shri C.B
Mouli, RP conducted a total of 9 meetings of
Committjeé of Creditors.  The details of those
meeting% i;f'vith gist'of decisions taken in respective
Committee of Creditors of Financial Creditors of the

Company are as follows:-

(1) 12 CoC meeting was held on 08.03.2017 with
follo\.Wi_nq decisi_qns:

The ;de_ft:isions arrived in first meeting of creditors
intef-a_’_lia include: {i) confirmation as to
appdinﬁment of IRP as Resolution Professional {ii)
indiéin “‘Bank, the Lead Bank, was authorized to

inform the approved valuers to proceed with their
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valuation for arriving at a value as per Regulation
35 of Insolvency: and Bankruptcy Board of India
(Insol{rezﬁcy Resolution for Corporate Persons)
Regulations, 2016 and submit within 10 days.

The ;_co_fnmittee -of creditors authorized Indian
Bank,? tiﬁe lead EBank, tn inform the Resolution
Professional, thé Corporate Debter and this
Tribunal the appointment of  Resolution

Professional and his fee.

(2) 2M CoC Meeting was held on 06.04.2017

In the 2™ CoC meeting held on 06-04-2017, the
projected expenses for essential costs and factory
maintenance costs were taken on record, to pay
the iri_usu.rance for the Assets of the Company, and
fundihgg-of the l___nsurance premium, Confirmation
on ofpeg____rating the bank account with the Lead
Bankers;; indian Bank to be operated by Mr. C. Bala
Mouli, - Resolution Professional and #r. P.
Venkétésh, ChiefE Financial Officer jointly.

(3) 3" CoC Meeting held on 12.05.2017

It was ﬁoted thaft in view of two Valuer's reports
already circulated along with video recording the
liquidated value of the assets of the Company was
not meeting the debt due to the secured creditors
and hence operational creditors would not have a

chance to recover any of their dues.
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The C_or:.:p.orate Debtor had made a presentation for

resol;}tiﬁon plan giving three options,

1t wajs_ ;{fiscussed.g:'in detail and it was resolved to
appc}int;; SBI Capjtal Markets Ltd., to determine
susta_inai_ble debté portion of the corporate debtor

to en'ai;jle the creditors to assess the viability of
the reszplution plan. It was resotved that Indian
Bank, lLead Bankers, would fix fee to them and
infarm Resolution Professional who will have to
appoint them for assignment to be given in a time

frame of 15 days.

1t was resolved to have a creditors meeting to
conside:f SBI Capital Markets Ltd, presentation and
take a vaew in pfincip!e about the resotution plan

propcésr:fﬁ by the corporate debtor

(4) 4" CoC Meeting was held on 27.06,2017

In the ' 4"CoC 'meeting held on 27-06-2017,
Resolu'ti_b_n plan :submitted by Corporate Debtor
was Ee\f.iewed and SBI Capital Markets Limited’s
draft.TEV report was considered and it was
resolved that fresh infusion of funds of Rs.150
Crores as projected is not acceptable if it comes as

priority debt instead of equity.
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The Corporate Debtor shall infuse funds for
working, capital and the Corporate Debtor within
15 da:ysfor on or?::before 14th July, 2017 must come
out with a concrete resolution plan including
offering. 0TS acceptable to the lenders and present
to the core committee of the Creditors and upon
in-principle approval by the core committee of the
creditors, it will be presented in the next Meeting

of the commiitee,

(5) 5t CoC meeting was held on 20-07-2017,

Resolution plan: submitted by Corporate Debtor

was reviewed and the revised resolution plan

alrea':dy_._ -circuiaﬁed by Corporate Debtor was
consi{dé}"ed. Revii’sed resolution plan was for fresh
infusi‘_oﬁ of funcis of Rs,150 Cr projected n the
form' of. equity/ é}ebt but not as a priority debt as

earlier.

It was resolved to reguest SBI Capital Markets
Limited to prepare final TEV Report accordingly

showing the revised sustainable debt year wise and

to reduce zero interest debt period from 17 years,
Corp@r:;ite Debtoif proposed to raise working capital
of R:s.‘l:OO Cr as advances from suppliers against

sales;’ scﬁ as to ease working capital liguidity.
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As the members expressed that they have Lo go to
their respective Boards for approval of any of their
resolutions and élso tp give suitable time to 5B
Capital - Markets Limited, it was unanimousty

resolve{d with 100% voling power to authorize
Re_solutﬁ_on Professional to request the Hon'ble
NCLT, - Hyderabad Bench, the Adjudicating
Authorij@y, for an extension of insolvency resolution

proceedings for a period of 90 days.

(6) 61 CoC meeting was held on 24-08-2017

The Cofporate Debtor submitted an axpression of
interest from © AREA Group of Companies,
Chandigarh to infuse Rs.150 cr as equity share
capital/preference share  Capital/debentures
subject to getting a firm approval from the lenders

which was circulated during the meeting.

SHI Cam_'ital Mark{éts I.td shall submit its final report
by 2'8,68.2017 to the lead Bankers, Indian Bank.
The lead Bankers shall immediately circulate to
the ot?ﬁer lenders the final report of the SBI
Capita{: Markets Ltd TEV, so as to enable the
Membéi‘s of the Creditors Committee to go to their
respective  sanctioning Authorities for their
approval and all the Members of the CoC shall be
ready with their individual mandate to approve or
otherwise the resolution plan submitted by the

Corporate Debtor by the time next CoC is held.
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(7) 7 CoC meeting was held on 26-09-2017,

The members of the Creditors Committee
comprising of 87.69% of voting power have
expressed that revised resolution plan submitted
by the corporate debtor is under circulation and
that corporate debtor shall improve the offer to

gnable to consider the resolution plan.

The ieniﬁng bankers of the committee indicated
that the sustainable portion should be improved to
40% of the total debt.

JMF ARC Limited. holding 12.31% veting power had
stated that they are not in favour of resotution

plan submitted by the corporate debtor and they

might reconsider only if the corporate debtor

improves the levels of the sustainable debt.

Corporate debtor was given one week's time and
by 4t Qctober, 2017 and shall circulate through
email the ability to improve the levels of the
sustainabie debt and thereafter the committee of
the creditors shall meet to take a final call on the

resolution plan.

The Corporate debtor had stated that during the
last eight mont?_ns, at any point of time, it was
never suggested/indicated in the Committee of

Credito_i_fs meetings to the company, that the
resolution plan is required at the sustainable debt
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level ofé;;-fi(]%-.ln v1ew of the this development, the
corpo‘raﬁ;é debtof had sent a detailed mail to
Lenders 5_3:5 on 29{?{39.2017 explaining the entire
position ;and withf a request to give their valuable
inputs aﬁnd suggéstions with clarity on the above
subject, keeping in view of the viability of the unit
and SBI Capital Markets Limited final TEY study
report, before 04.10,2017, so as to enable them to
submit a detailed reply/ revised resolution plan, if
felt necessary. The response from the Lenders is

awaited inspite of follow up.

(8) 8t CoC meeting was hetd on 16-10-2017

It was agreed that the Resolution Plan submitted
by the ;Corpo_ra_té Debtor should also be providing
for the monitoring and supervision of the
Reso.lu_-ti!fon Plamj’ by the present Resolution
Professj’__onal., in case approved by the Committee
of the ﬁireditorsf in comptiance with section 30(2)
of the E';IBC and éec_tion 38 of the IBBI (insolvency
Resolution Prd;cess for Corporate persons)

Regulations, 2016,

Indian Bank having 22.33% of voting power had
sent an email that resolution plan was rejected by

the sanctioning authorities,

JMF ARC Limited having a 12.39% of voting had in
the meeting held on 26% September, 2017

rejected the resolution plan.
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However, both Indian Bank and JMF ARC Limited
having én aggregﬁate voting percentage of 34.72%
had expressed  that they would reconsider
resolutibn plan 1f portion of the sustaipable debt is
increaséd ei'ther_.ff by way of expanding capacity

utilization or by more equity infusion.

Corporate Debtor had explained that portion of
the sustainable .:debt was already indicated and
atso vetted by SBl Capital Markets Limited
appouinted by the Committee of Creditors and the
final study report was submitted in Septemnber,
2017 firming up the sustainable debt at Rs.360/-
Cr with.an equity infusion of Rs.150 Cr.

Indian 3ank had f:-also expressed that OTS proposal
will als:_"c_) be acc?ptable to them subject to their
Board’s approval if it is at desired levet and the

corporai_ft;e debtorf was asked to give a proposal.

Corporate Debtor had expressed that time was
very s}ﬁort and’ within a short time it i3 not
practicaﬁl or poss'__ibte for him to give any fresh OTS

offer at this juncture.

The following Banks in all having aggregate of
65.28% of voting power had informed that they do
not  have mandate to produce from their
sanctioning auth_crities to approve the Resolution

plan submitted,
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[$U.No. [Name of Bank 1% of voting
1 {lindian Overseas Bank 1515
7 ['Andhra Bank 12.87
3 -Central Bank of India 11.82
4 “Oriental Bank of Commerce | 10,94
5 ‘Allahabad Bank i 8,20
6 ‘Bank of Maharashtra 6.36

TOTAL: -~ 65.28

Corporate Debtor was asked to submit a fresh OT5
proposal through email to all the bankers, which
will be considered by them subject to the approvat

from their respedtive sanctioning authorities.

Reso_lutj:_on Profes;sional had expressed that Hon'ble
NCLT: H__?yde.rabad_ﬁé-B:e-nch had given an extension of
titne_tci‘ the members to go to their respective
sanct;imiing auth’érit’ies and now a fresh proposal
for resoiutioﬂ p_lg;m would not meet statutory time

period.

The Cofporate D:ébtor on 18-10-2017 sent a mail
submitt_ing the following OTS Scheme proposal as
an aitérnative to the resolution plan already
submitted and pending with the lenders for
disposal, subject to approval of all financial
creditors and Hon’ble NCLT, and offered the

following terms:

St | Particulars Details
NO
{1

One time | Rs.525.00 Crores
Settlement - '
{OTS)
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0% of the TOTE

1st Instalment amount by

for the OTS | 31st March, 2018

proposal to be

paid :

Balance - FY-2018-19-H1- | 20% of OTS

payment of 30.09.2018 amount

the 0715 FY-2018-19-HZ- | 20% of OTS

propusal to be 31,03.2019 amount

done in the FY-2019-20-H1- | 25% of QTS

following 30.09.2019 amount

manner FY-2019-20-H2 | 25% of OTS

By 31.12.2019 amotnt

Repayment Structured Repayment period to be

period ** provided as proposed above for
paymient of the 0TS amount without
interest.

Remarks | The ‘above structured repayment of

the ! QTS instalments couwld be

t accelerated /preponed in the event
1 of early availability of Strategic

investor/stake sale than projected,
However, the company shall try its
best: for the earliest closure of OTS |

schermne,

Howevé’_r this OTS offer was subject to, without

prej udiﬁe to thei:r right to deal the company cases

in various legal forums viz., NCLT, DRT etc., as

deem fit and felt necessary at a later date.”

Subsequently Indian Bank has sent an email on

25.10.2017, suggesting the company to file 0TS

proposal for Rs.600 Crores.




Page 15 of 100

Latér thie Corporzjate Debtor after the JLF meeting
with thé Bankers on 26-10-2017 and referring to
the mai(s sent by Lead Banker, Indian Bank Lo the
RF an 2640*2017., final QTS proposal, as suggested

by the lenders stating as under;

Based on the deliberations of the JLF Meeting and
as communicated by the Bank, the summary of the

0TS proposal is as follows -

Amount in OTS - Rs.600 Cr,
if) Payment terms -

a. 5% - 45 days from the date of the NCLT Order
b.  10% - by 31st March 2018

C. 85_%_ - payable in three half-yearly instatlments
(25% - Sept’18 / 30% - March’19 / 30% -
Sept’19) with grace period for the last
payment by 1 month (till Oct’19), if
necessitated,

d. Interest Rate - Lead bank 1 year MCLR +2%
(10.35%). Simple interest to be charged on
the outstanding amount from 1/4/2018 on
reducing balance basis.” and requested to
place the above OTS proposal before this
Tribunal for. obtaining necessary confirmation
and approvals from the COC of lenders.”

e, After receiving the mail the RP sent mails to
the members of the CoC informing the
Resolution Plan to be considered on 27-10-
2017 when the 99CoC meeting was convened
with the permission from the members for a
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shorter notice u/s Regulation 19(2) of the 1BB!
{insolvency Resolution Process for Corporate
Persons) Regulations, 2016.

(9) 9t CoC_meeting was held on 27-10-2017 with
members having 100% voting power;

{a} The Resol@tion Plan presented by the

Reéolutiun Professional based on the e-mail
serfi_:t by thejﬁé Corporate Debtor on 26-10-2017

lat_é in the evening based on the suggestions
in the JLF }‘v\eeting, which was immediately
circutated tb the Members of the CoC, was
approved by meimbers of CoC having 55.73%

voting power:

¢ T'Name of the Bank 1% of Voting
1| Indian Bank 22.33
2 | JM Financial Asset 12.39
Reconstruction Co. Ltd
3__| Allahabad Bank S N 8.20
4 [ AndnraBank | 1281

Had s.ubmitéted their in principle approval
frtﬁ:z'm their Sanctioning Authorities and Indian
Ba._ka cohfirmed by  their letter:
IBHYDMAIN:KSPLOTS *2017-18 dated 27-10-
2017 & Allahabad Bank by way of mail dated
27-10-2017 confirmed subject to providing

final sanction after getting sanction from
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a_p'propriate{ authorities & the same is

ac{fepted by: majority of the Lenders.

indian Overseas Bank having voting power of
15.15% rejected the Resolution Plan by way of
revised OTS, and cited reasons for rejection
by way of letter 10B/LCB/NPA/01/2017-18
dated 27-10-2017.

The in pr'inéipie approvals by the members of
CoC having voting power of 29.12% expressed
that they ‘remain OPEN awaiting the in
_pr‘ji}nciple approval  from their fespective

sanctioning authorities.

S.No Name

of the Bank 1Y% of Voting
_____ Power

1

| Griental Bank of Commerce |~ 10.94

2

Contral Bank of india. | 112

3

Bank of Maharashtra | . 636

(d)

Orj 30«10-2@17, Oriental Bank of Commerce
hé‘fying 10.94% voting power sent mail
coinveying gheir in principle agreeability for
the Resotution plan by way of 0TS and that
their final f:approval was subject to similar
a[jprovats from the majority of co-lenders. On
30.10.2017 Bank of Maharashtra having 6.36%
yoting power not sent any mail  or

communication and remained ‘OPEN’.  On
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30;510.2017 Central Bank of India having
11.82% votihg power informed by way of mail
that they are not agreeable for the Resclution

plan by way of OTS

{e) The Percentage of Consenting Lender
Banks/Financial Creditors for approving the
Re_;soiution Plan by way of OTS as on

30.10.2017
S. | Name of the Bank % of Voting
No| . . Power
1 | Indian Bank _ 22,33
JM Financial Asset 12.39
Reconstruction Company Ltd |
3 | Allahabad Bank 8.20
4__| Andhra Bank e 12,81
5 | Oriental Bank of Commerce |  10.94
Total - 86,67 |

(f) The Percentage of Dissenting Lender Banks nor
approving the Resolution Plan by way of QTS as
on 30-10-2017

S.No | Name of the Bank % of Voting
5 3 _ Power
1 Indian Overseas Bank | 1515
Z_ . Central Bank of India_ | ~~—~~ 11.82
Total o 26.97 |

{g) The ;Percentage of Lender Banks remained OPEN
for the approval of the Resolution Plan by way of
OTS as on 30-10-2017

[5G | Name of the Bank | % of Voting
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1| Bankof Maharashtra | 6.36%
Total o 16368

(h)The _;'-Me_mbers; of the financial creditors, who
rem@{;ined as (jPEN if considered as Neutral and
no:ft é._gainst the resolution plan and if they can
-bé éLiminate;jj from total voting cast, the
co_nséﬂting p'fe'.rcent-age. of Lending Bankers
would go up to 71.19% from 66.67%.

During i:he last 9 months, the company has been

subm_itt;{n_g various resolution plans from time to

time ‘as, required by the financial creditors as per
their advice and discussions in various CoC meeting

held on different dates. The Company has clearly

expressed many ‘@ times to the lenders that the

Comp_ariy is ready to cooperate for successful

implementation of resclution ptan and sort out the

issue: '-é_ﬁmicably. In spite of all the above
develjb;:);hﬂen_ts, rjo concrete resolution plan has

emerge_d from thé financial creditors, till date.

The Cofﬁpany suSmitted that as per the Resolution
Plan fpré‘posed ur}der sustainable debt o'ption, the
proposal does not intend any hair cut on the
principle debt to the banks.

6. Resolution Professional, therefore, submitted that he
has followed all extant provisions of IBC in respect of

CIRP in guestion and thus Resolution is in accordance
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with law and it: may be approved by the
Tribunal/Adj'_udicatingj Authority. He has also relied

upon the ff}iiowing judgments and

guidelines/notifications of Reserve Bank of India:-

(i}  The Cbservations of the NCLT Mumbai Bench in
the matter of Raj Cil Mills Ltd and Edelwise
Asset Reconstruction Company Ltd, based on

the observations by the Hon’ble Supreme Court

in the cases of Bachandevi And another vs
Nagar Nigam, ‘Gorakhpur and another reported

in;(ZCOE) 12 Supreme Court case 372, relevant

paras 18 to 2land Sarladevi and others vs
Kishan Chand, reported in (2009} 7 Supreme
Court cases 6__58.

(i1} Th:ﬁe i\i_CLT Murﬁbai Bench in the matter of Raj it
Mills Ltd and Edelwise Asset Reconstruction

Co’mpany Limited while dealing with the section
22 0f j&B C‘ode 2016 in para 8.1 observed that

“the term ‘may’ used has prescribed a

jurisdiction to deal with the issue of percentage

of voting share depending upon the facts and
circumstances of each case” and in Para 8.2
expressed an opinion that “a ‘viable solution is

to.give the preference to the decision taken by

the largest  percentage of the financial
creditors”
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(iii) The RBI vide its notification No.: 2016-17/299

Dated May, | 2017 vide DBR.BP.BC.No.67/
21.04.048/2016-17, in exercise of the powers
conferred by Sec.21, 35 A and 35 AB of the
Ba_nkii'_n_g Regugation Act, 1949, Where in the
cuhtéxt of jL[’ Meeting notified as under:

“lrfl F.;‘__ara 4, !néthis context, it is reiterated that
leﬁdérs musf scrupulously adhere to  the
tirﬁelmes prescribed in the frame work for
final.izing and implementing the Corrective
Action Plan (CAP). To facilitate timely decision
ma_kéng, it has been decided that, henceforth,
the- ;;iecisions_-fgagreed upen by a minimum of 60
pér;%ent of creditors by value and 50 percent of
(:r;ed:i_.tohs by number in the JLF would be
considered as the basis for deciding the CAP,
and ?.i.wiki be i_Si_nci’ing on all tenders, subject to
the :éxit {hy .sixbstitutiors) option available in the
fr;éirrj;e work,-:_z lenders shall ensure that their
r&gp.qésenta_tivés in the JLF are equipped with
appfbpriate mandates, and that decision taken
at ‘éhe JLF ére implemented by the lenders

witﬁﬁ_n the timelines.

In para 5 “it shall be noted that”

The stand of the participating banks while
voting on the final proposal before the JLF shall

be unambiguous and unconditional.
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Any bank which does not support the majiority
decis'ion on the CAP may exit subject to
subsii’tution \&ithiﬂ the stipulated time line,
faiting which it shall abide the decision of the
SR "

The _.'f:bank shall imptement the JLF decision

withbut any additional conditionality’s; and

The Boards shall empower their executives fo
implement the JLF decision without requiring

further approval the Board.”’

In the instant case incidentally the final 0TS amount
had emerg@jd onty after the JLF Meeting along with the
Corporate ?_'Debtor on 26,10.2017 -evening and The
Banking Re_gulation Act 1949 envisages a consensus
among lending banﬁ;iers with a majority of 60% of
creditors by value jzénd 50% of creditors by number.
Though !&B Code 2@16 is a different enactment, but
the intent -;%;;nd Spirit{@is similar to g0 by the decision of
the majoritﬁ; of lendibg banks.

The learnefr.:l. Resolui‘.ion Professional, by taking into
consideration of above tegal position, the voting
pattern, prays to treat the resolution plan/revised OTS
in question as approved and accordingly, approve the
same under section 30(4) of IBC, 2016.

The Learned Resolution Professional further stated the

following in the resolution plan:




1.
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Operationai Creditor;s

(i)  Electricity Dues - TSSPOCL - Rs.14.23¢cr

(i) othe} operational creditors - Rs.0.13cr

{iii) Stat;tory Duefs - NIL

(iv) Dues to Employees - NIL

The operational creditors shall be paid in a staggered
manner after payment to financial creditors in the
usual course of business. There are creditors for
capital exbenditure_= which shall alse be paid from
operational cash f-;lows_ in the normal course of

business. ©

. The Resotut:_';ion in -q;éesl;_ion was rejected only by the

following, Financial Creditors out of totat of Financial

Creditors:
Trdion Overseas Bank | {545k
Central BankofIndia |~~~  11.820%
Bank of Maharashtra L. 6.36%

indian Overseas Bank having voting power of 15.15%
rejected the Resolution Plan by way of 0TS, and cited
following reasons vide their letter
'lOBfLCBfNP-AKOUZOW-?B dated 27-10-2017:

The compr_}my is a fairty new unit and has operated
only for few months. Hence the wear and tear is
minimal aj_rd the value of the unit should be better

than the enterprise valuation given by the valuer.
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As per the Audited Balance Sheet of the Company for
FY 2015-16 the Net Block of Fixed Assets have been
valued at Rs.1011.71 crores whereas the enterprise
value arrived by Mott McDonald is Rs.873.62 crores.
Furthermore the Realizable Value of unit as per
valuations '_"obtained? by the Resclution Professional
during April 2017 from Servel Krishna Engineers
Limited and True V%aluers and Engineers is Rs.786.90
crores and Rs.?35.7}5 crores respectively. 1t may be
observed here that-? the various valuations obtained
show significant variance in the value of the unit and
as per the IBC 2016 the average of two closest
estimates is to be considered as the liquidation value.
The OTS value offered by the company is stitl
significantly lower than the expected liquidation

value.

The Prométer/Dire{:tor of the company, DOr. K.
Shashidhar :_who has 'é_extended his personal guarantee
for the captioned _faccount is a highly resourceful
individual énd the s_,;_ame may be observed from MCA
portal that ;'Dr. Shas%_i_idhar is. also a director in 9 other
group companies. T.he Corporate Guarantee of M/s
United Steel Allied [ndustries Private Limited is also
available to the lenders, United Steel Allied Industries
Private Limited is holding 99% equity in the captioned
company and is having Total Net worth of Rs,161.52
crores as per Audited Balance Sheet far FY 2014-15.

Furthermore the promoter is having equity stake in
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Kamineni H(ﬁésp‘itals, \@rhich is one of the most reputed
hospitals ir{-ii—iyderabéd The group is also having 2
medical collége. More.over Dr. Shashidhar is reported to
own a highly vatued residential property. On initiation
of appropriate action against them there is a good

chance of higher recoveries for the lenders.

“Besides the amount for which we are entitled as
per the provisions of the insolvency and Bankruptcy
Code 2016, we reserve our right to proceed against
the guarantors for recovery of balance dues to our
Bank®. -

He further c;::ontgnded that if the process of liguidation
of the rompany’s ;i_ssets, if opted for, iz a time
consuming: f:érocess and realization of the assets will
take a min{mum of 7 to 3 years, In such case, the
valuation will only deplete and it is opined by the
majority of the lenders that it may not fetch more than
Rs.600 Crores at any point of time and hence, the OTS
offer of RS.GOU crore s acceptable.

Further it 15 also n_o.t_éd that Central Bank of India with
voting share of _11.82'_?% had not provided any reasons for
disfse‘n’ti_ﬁg to the %esolution plan by way of OTS
proposal. Hf_bwev.er} the dissenting creditors would be
conveniently paid their dues in accordance with the
Regulation -'.'3'8(c}. of the Insolvency and Bankruptcy
Board of India (insolvency Resolution process for

Corporate Persons) Regulations, 2016.And is  not




15.

Page 26 of 100

prejudicial to their interest’s as in the case of
“Kamineni Stéel and Power India Private Limited” the
average liquidated value as determined by the two
Registered Valuers is more than the 0TS Amount

settled.
it is further _c;ontended that:

(a) As per ::provision._s of section 30 (2} of IBC, and
Regulation 38 & 39(4) of the (BC (Insolvency
Resolution Protess for Corporate  Persons}
Reguiat:ions, 20'55, that the contents of the revised
resolution plan meet all the requirement of the 18
Code héwing pr-o\_frideci for settling of the Insolvency
Resoluﬁion Pmif:ess costs  which includes  (a)
Resc[utﬁ'on Professional fees (b) essential staff
salaries and factory maintenance costs. (Section
30(2)(a) of IBC).

(b} That Payment to the operational creditors shall be
made in a staggered manner after payments  to
the financial creditors in the usual course of
business. (Section 30(2)(b) of IBC).

(c) That the management of the affairs of the
Company shall be done by the existing
manag{ement team after approval of the resolution

plan. (Section 30(2)(c) of 1BC).

{d) That the implementation and supervision plan will

done by the Resolution Professional as approved by
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the COC in its meeting held on 16.10.2017 in
compliance with. section 30(2){(d) of the !BC and
Regulat’;ir;n 38 of the IBB! {insolvency Resolution

Processiffor Corpcﬁrate Persons) Regutations, 2016.

{e} That thjfere i3 ho __-;c:ontravention to any provisions of
ap__pticajpie- laws for the time being in force.
{Section 30{2){e} of iBC).

(f) That the liquidation value due to dissenting

'fi_nanciél creditors will be provided that such
A payment is made before any recoveries are made
by the_;"finaﬂciai: creditors, who voted in favour in
'-accord%ince with the Regulation 38(c) of the
!nsolvefncy and - Bankruptcy Board of India
(Insolvency Resolution  process for Corporate

PersonQ Regulations, 2016.

16, In the light;;'of the afcresaid contentions and based on
the legal éronounc_éments mentioned apove on the
voting -pattém,_ cg_ns{dgrjng as a viable solution to give
preference to t.he'_‘i'; decision taken by the largest
percentag_e: of ﬁnaincial creditors, the Resolution
Professional opines and treated the resolution plan as
approved a_fhd prays :this Hon'ble NCLT, Hyderabad to
approve thé_j resolution plan under section 30(4) of 1BC,

2016.

17. in the light of the aforesaid contents of the Resolution
Plan, it is prayed that this Bench may approve the
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Resolution Plan for implementation and issue directions

to all concerned as may be deemed fit.

18, The compaﬂy has clearly expressed many a times to the

19.

lenders that the company is ready to cooperate for
successful implementation of resolution plan and sort
out the issue amicaﬁly. The company was providing
employment to around 450 employees both skilled
(325) and unskilled (125) workers who hails mostly from
Narketpally and nearby villages in Nalgonda District of

Telangana. Most of this work force belongs to weaker

"% section communities with poor economic back ground.

As the comp:any was rﬁot able to function due to various

reasons as stated abqive, almost all the work force have
lost  their --g'}jobs and employment. Ultimately the
employees gnd worki{:r_s and their family have lost their
livelihood. '_.:Once th(ﬂ company is able to start
functioningf-.'mos_t of -;:the employees/workers, who lost
the jobs and employﬁwent earlier, will be taken back by
the compar_:\.y and th;ey all shall join the employment
immediately as theg} are all local villagers, who are
eagerly waiting o join the factory for own and their

family livelihood.

Once the Resolution Plan is approved and put in place
the company shall commence its operations which will
increase ménufacturﬁng activity in the area and save
the Liveliho_bd of around 450 workforce and their family
members, m addition the manufacturing activity shall
improve exj_aorts & f@reign earning to the country. This
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manuf-acturiﬁg activitﬁ in the company will create lot of
indirect jcbﬁ?-employfhent to hundreds of people in and
around the E:}area mdistly from villages in Narketpally
Mandal, in the connected industries and ancillary units.
The manufacturmg actwmes wilt also going to increase
the direct and Ind]I"E‘Ct taxes revenue to both State &
Central Gov._gernment and local bodies. This is the only
major indué’try in tbe Narketpaily Mandal, Nalgonda
District and is creéiting lot of direct and direct
employment to many in the locality and nearby villages

of Narektpally Mandal.

It is contended by shri D. Venkata Ramana, Zonal
Manager, lndlan Oversoas Rank that their Bank has
decided to re;ec:t the OTS offer of Rs.600 crores
submitted by the Company as a Resolution Plan, by
stating the. foliowmg issues and other dissenting banks
have aiso taken sumiar grounds to regect the plan:-

(a) :Gua_'ijantor-s .is_sue:

The Resag_lution Professional and the lead bank
completelﬁy ignore'd. the rights of the Bank and other
Banks in so far as liability of the Corporate Guarantors
and persdﬁal guarantors are concerned and it should
be rejected for not factoring in the liabilities of the
corporate guaranfors and personal guarantors and
evaluation of their respective assets. Any effort by the
borrower 1o deny the legitimate rights of cur Bank and
other lencje_rs and coercing the lenders by completely

letting Q_ff corporate  guarantors and personal
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guarantors is illegal'and void under law. He further
submits thiat the pkoposai demands huge sacrifices
from the Bﬁénk as well as other lenders amounting to
about Rs.ﬂj{}{) croreﬁs and assuming that the plant and
machinerié§ are rel:étively new and there is scope for
reviving tf’ue produttion and possibility of making
profits by "fkeeping ﬁi1e source of Tunds a secret, the
proposal 1s entirely 'iagainst the lenders and tomorrow
if the plant is revived and profits are made by letting
off the guarantors with zero contribution the present

QTS proposal is totally unjust,

{b) Silence on source of funds:-

It s cont.éinded..th_aft the report submitted by the RP
lacks clarj_.t;y on source of funds required for the
proposed :hay 'ou.t._? The Bank apprehends that the
proposal oj‘ the bor_fower is insincere. Further submits
that even :\_i_'juriﬂg the meeting neither the borrower nor
the RP hjéave made any effort to find a suitable
investor s§ that thef‘Bank and other lenders could have
minimized: the lossés by getting a higher value to the
borrower.” Further ‘the Bank’s internal rules do not
allow any compromises/settlements wherein the
repayment is Dbeyond 12 months, It s further
contented that Bank’s right to recover against the
borrower .and guarantors (Personal & Corporate)
should not simply’ be waived merely because it is
convenient to do so. It is further submitted RRP-OTS

submitted by RP without clarity on source of funds or
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recove_rabief{; value _from Corporate Guarantor and
personal guarantor is highly irregular and bank will

suffer enormous loss.

Dr. K. Shashidhar, 5/0 K. Suryanarayana, Managing
Director, KSPL and also a Resolution Applicant
appeared before the Ad}udlcatmg Authority  on

06.11.2017 and inter-alia submitted as follows:

(1) Kamnineni Steel & Power India Private Limited was
incorpo_ffat-ed as a Private Limited Company in the
State of Andhra Pradesh on 20.10.2008 with an
1mmedlate object to set up a manufacturing
acnhtles for the productmn of Steel Billets with an
mst:alled capamty of 360 (00 MTPA and a captwe
gas based power plant of 220 MW, near

Sreepuram, Narketpaily MandaL Nalgonda District,
Telangana_l The or Igma_i p:o;e_ct cost estimated at

Rs.1539 Crores had beer funded by term loans of
Rs.1248 Crores by 8 consortium barks with Indian

Bank as Leader and balance to be met by
promoters by way of eguity to the tune of Rs,291
Crores. The total debt comprised of senior debt of
Rs-11'51::_1(2r0re5 énd sub debt of Rs.97 Crores and
-_consort:fium banks include Andhra Bank, Allahabad
Bank, Bank of Maharashtra, Central bank of India,
Indian bank, 1rjdiﬁar1 Overseas Bank, The Karur

Vysya  Bank Limited and Oriental Bank of

Commerce with Indian Bank as Leader,
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(2) There were several issues and continuous delay in

sanction/consideration of company’s loan proposal
at va;ious stages during pre and  post
impleméntation of this project till date by some of
the consortium banks, disregarding the spirit of

consortium,

(3} RBI introduced Joint Lenders Forum (JLF} and
Corrective Action Plan (CAP) for Révitalizing
Distressed Assets in the Economy and accordingly
issued a detailed circutar vide DBOD.BP.BC.No.
97/21.04.132/2013-14 dated 26.02.2014.

5(4) Accordingly the JLF was formed on 19.05.2014 by
the consortium of banks for im_pLe_mentqtion_.o.f .CAP
for this unit. Subsequently RBI has come forward
with a. scheme of “Flexible Structuring of the
existin?,__l,o_ng Term Project loans to Infrastructure
and Core . indus__trié.s". vide "ci_r“é_ul_ars
No.DBR.No.BP.BC.53/21.04.132/2014-15;  dated
15th July, 2014.

(5) As the_i_:'company‘@was eligible for implementation of
the ab_'_&;)ve restructuring scheme suggested by RBI,
the safne has been discussed in the consortium
meeting of the bankers held during April-2015 and
as advised, the company has submitied a detailed
restructuring proposal on 27.05.2015 as per RBI

circular. During the JLF meeting held on
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04.07.2015 it was decided to implement the

restructuring scheme,

(6) As per the above JLF meeling and RB1 guidelines, a

thorough Techno Economic Viability study was

conducted by M/s Atlas Financial Research &
Consulting Private Limited, appointed by the
lenders. The report has clearly stated that the unit

is 'techhicallv feasible and economically viable, As

per the RB1 guidelines this TEV study report has

heen fﬂfetted by an  “Independent Evaluation

C-ommi_ttee_ (IEC)” of outside experts which was
constituted by Indian Banks Association (IBA} at
7/ the behest of RBL The IEC Committee has
'-thoro'ughly studied the TEV study report and after
thorough deliberations with the lead bank/ Indian
Bank representatives, has vetted and endorsed the
proposed restructuring  scheme for s
implementation, vide their communication dated
05,08.2015. (The composition of EC Committee
':inCl'udés members from Institute of Cost and Works
Accourﬁ?’aants -of___ India, President of Institute of

'Val-.l;ier._si of lndi'a and President o¢f Institute of

Engineers of India).

(7) Taking the cognizance of all the above events,
'indian;ﬁ.’Bank has prepared a Joint appraisal note
and sé_nt the same to all the banks on 31.08,2015
for sanction of Flexi restructuring scheme. As per

the RBI scheme it has to be sanctioned and
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implemented within 120 days from the date of JLF
meetiné (JLF meeting was held on 04.07.2015 for
implementing the scheme and it has to be
implemented by 04.11.2015). However the same
has been impLementéd by 4 banks on different
dates and four banks are yet (o implement the

same even after two years.

(8) While Flexi Restructuring Scheme proposal is under
process_ of implementation by some of the banks
including Indian bank, during the consortium
meeting held on 25.02.2016, it was informed by
. lndianf}'Bank, -thét the account has become NPA in
their ﬁboics as 'd_n 01.11.2014, under Asset Quality
* Reviev@"{AQR) of RBI from 01,11.2014 and the same

was informed to the company and other banks vide

their letter dated 10.03.2016. It was no-where
mentioned in Indian Bank’'s letter, that the
account had become NPA due to non- payment of
ir\teres'i/ instatlment at any point of time and it is
due td technical reasons i.e., because of Date of
Commércial Commencement of Operations (DCCOC)
issue.-;?l'he Company had given a detailed reply to
tndsan 'Ef:bank on 02.04.2016, clarifying the position
and ogj’r comments, on the observations made. in
AQR ofRBI

(9) As thé lenders have abruptly and unilaterally
stopped the operations in the working capital loan

account, the unit coutd not function further and
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generaﬁé need based cash surplus to repay further
dues tc} the member banks of the consortium,
which has resutted the accounts became NPA in

other béanks.

ILis stated that the Company had made a payment
of aon?c_ Rs. 421 Crores towards interest and other
ﬁnancé:ﬁ. cost to the Financial Creditors, from the
amount}s released by the banks in the term loan
and wo}king capital limits. Hence in a nutshell this
amount__: has not been utilized for the effective

operations/functioning of the company’s unit,

22. The Compaﬁy has earlier filed an application with BIFR

23.

on 15.11.2016 which got abated because of notification
dated 25th November, 2016 as Lo repeal of 5ICA Repeal

Act,

2003, 50 the present petition is filed.

During the course of _"-'resélutiph process since Feb-2017

the

c__gmpar_jy has 'szm_itted various resolution plans

from time to time as advised by Committee of Creditors

{COC). Thr‘ée resolution plans were s.u.bmfi_t_‘ﬁe\d: during
May, Jul & AugZO‘I? 5BI Capital Markets Limited was
appointed by the lenders during May-2017, to Study

(TEV stud_y)'@ihe viability of the resolution plan.

(a) The first resolution plan was submitted in May-

2017, with sustainable debt of Rs,330 Crores.

As per the discussions of 4% & 5™ CoC meetings
held on 27.06.2017 & 20.07.2017 and as advised by
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the ler1_d_érs, another resolution ptan was submitted

for Sustﬁinabke Debt level of Rs.360 Crores.

(b} The thi;‘d resolution plan submitted in Aug-2017
ensured the following as per the requirement of
CoC.

Sustainable Debt of Rs.360 Crores

Rs.150 Crores will come as non-priority debt/
Equity.

Rs. 100 Crores will come as advances from suppliers
1o eased working capital liquidity.

No fresh funding either by way of term
loan/ funded mterest term ioan or workmg rapuai
from Lhe ienders ' S

ihere lS no sacnface on the Lotal ac,tual debt of '
" Rs. 1405 Crores c_!ue to the lenders :

The modality 01‘ péy:men'ts. for sustainable and
unsustamabie clebts is as per the study report of
5Bl Capltal Market L1m1ted

'SBI Capital Markets Limited has submitted its fmal
study report durmg Sept-2017 and r_onﬁrmcd the
sustainable debt as Rs,360 Crores.

The third resolution plan submitted by the
company during Aug-2017 as mentioned in (b}
above is totally in tune with the SBI Capital
Markets Limited final report.

24. Shri V.K. Sapth learnad Counsel for the lead Banker
i.e. india Bank in support of his contentions have relied

upon the fc__:l owing judgments:-
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The Ho__i‘:’{ijLe- Appellate  Tribunal in “Palogix
Infrastructure  Limited Vs. ICICI Bank  Limited”-
Company Ai:ipeal (A‘f’) (Insol.) Mo, 30 of 2017. By

judgement dat‘ed 20‘“5&ptember 2017 held:

“32. The I&'B Code’ 15 a complete Code by itself”. The
provision of the Power of Attorney Act, 1882 cannot
override the specific provision of a statute which
requires that a particular act should be done by a
person in the manner as prescribed there under.

When the code is being acknowledged and upheld as
complete legistation on its own right in the above cited
judement the fact that code has been fundamental in
raising the ‘Rank of Fuase of Doing Business in the
country; it rs {ogical that the words and phrases used in
the Code be-understood and aligned to the objec_rr'yes_. _
xll of the-.ﬁoqeﬁ-f:-and purpose of it being enacted.

7 Unlike orh' ‘\ Ieglsfarmns such as The Recovery of Debts
dug to Ba ks and Fmancrai fnstrtut:ons Act, 1993 or
Securitization and Reconsrlucrron of Fmanrral
Assets cmd Enfo; cement of Securiry Interest Act, 2002,
wh:ch are “Acts"‘ ser wng the. purpose for wh;cﬁ it is
enacted ie “Recovery” Smed tear, salvage and get
what is possrb{e, bear fhe loss‘es on fass o saie of

CISSE’(S

The 1BC 2016 not only is Prescribing the “Actions of
the stake hk?!ders” but also in detail, provide for the
Procedure under which stake holders should “Act” for
Resolution of Insolvency, Liquidation Or Bankruptcy,
situation and how it [ resolution or hqurdotmn)
“Should” be “conducted”.

it is a -._Comprehenswe legisiation, Consotidating
solvency statutes into one single Legal eco-system
resolving the issue of solvency to the jurisdictions the
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Code applies, 1t also  define the Procedures prescribed
for the Conduct of the Eco-system relating to the
solvency issues.

The code hai._’q to be interpreted bearing in mind the
fotlowing judgement:.

Manilal Shah Vs. Sdrdar Saved Ahmed (1955) 1 SCR
108, the Hon'ble Apex Court held that where statute
itself provrde consequences of breach or non-
compliance, normally the provision has to be regarded
as having mandatory in nature.

One of the cardinal principles of interpretation of
statute is that, the words of statute must prima focie

be given their ordinary meaning, unless of course, such

construction leads to absurdity or _unless there is

something in_the. context or in the object of the

statute to the contrary. When the words of statute are

clear, ‘plain and unambiguous,- then, the courts are
bound to give effect to that meaning, jrrespective :of
the consequences involved, Normally, lhe words used
by the Ieg:slatu;e themselves declare the Iegrslatwe

intent partrcufarly where the words of the staiute are
clear, plain: and unamb:gucus in surh £ase, effort must
be to give a meamng to each and every ”word” used by
the Ieg}siature and it is not sound prmf:}pie of

constructron to brush aside words in statute as bemg_ )
redundant or surplus, and part:cutcu ty when such words
can have proper application in  circumstance
conceivable within the contemplation of the statute
For determination of the issue whether a provision is
mandatory or not, refer to decision of Hon'ble Supreme
Court in State of Mysore Vs. V.K.Kangan (1976)2 5CC
895. In the said case, the Hon'ble Supreme Couwrt
specifically held

In determining the question whether & provision is

mandatery or directory, one must look into the subject-
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matter and consider the importance of the provision
disregarded and the relation of that provision to the
general o.bﬁe_c_t intended to be secured. No doubt, all
laws are n;andato..ry--fin the sense they impose the duty
to obey on__';' those who come within its purview. But it
does not follow thatz every departure from it shatl taint

the proceedings with __a  fatal  blemish, The

determination of the question whether a provision is
mandatory}"‘or directory would, in the ultimate analysis,
depend upﬁ;n the inﬁent of the law-maker and that hag
to be gatﬁéred notonly from the phraseology of the

prowszon but also bv conmdermq 1Ls naiure, 1ts desien

and the consequences whlch would follow from

' constrwr_-iq_:_ﬂ. in one way or the other.

After 'co.ﬂs.f_;jer-ing the p’léadidg-of parties, the issues to
be con_sidé__red in the case is whether resolution plan
submitted - by the Resolution Professional s in
accordance. with extant provisions of 1BC 2016 and the
Rules and Regu atmns made there under. The following
provisions undei Lhe IBC and the Rules and Rc—:guiatmns

made there under are required {0 be analyzed.

Section 30 of IBC deals with the submission of
resolution plan and section 31 deals with the approval
of resolution plan and those prowsmns are extracted

below for ready reference:
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Submission of resolution plan:

Section 30.

(1)

(<)

A resolution applicant may submit a resolution
plan to the resolution Professional prepared on
the basis of the information memorandum.

The resolution Professional shall examine each

resotution plan received by him to confirm that

each resolution plan-

(a)prdvides for the payment of insolvency
resolution process costs in a manner specified
by the Board in priority to the repayment of
other debts of the corporate debtor;

{b)provides for the repayment of the debts of
operational creditors in such manner as may be
specified by the Board which shall not be less
than the amoum to be pa:d to the opemt:ona{
creditors in the event of a liquidation of the
corporate deblor under section 53;

(c) provides for the management of the affairs of

" the Corporate debtor after a,oprovaf of the
resolution plan;

(d)the implementation and supervision of the
resotution plan;

(e)does not contravene any of the provisions of
the law for the time being in force.

(f) conforms to.such other requirements.as may be
specified by the Board,

(3} The resolution. Professional shall present to the

committee of  creditors for its approval such
resolution plans which confirm the conditions
referred to in sub-section {2).

(4) The committee cof creditors may approve a

resclution plan by a vote of not less than seventy
five per cent of voting share of the financial
creditors.




Page 43 of 100

(5) The.fef$ofution applicant may attend the meeting
of the committee of creditors in which the
resolution plan of the applicant is considered:

Provided that the resolution applicant shall not
have a right to vote at the meeting of the
committee of creditors unless such resolution
applicant is also a financial creditor.

{6) The: r?_?eso.!_ution Professional  shall submit the
resoiu_f_t_‘fon plan as approved by the committee of
creditors to the Adjudicating Authority.

{2) gppr.oveﬁ_i of resolution plan.
Section 31

1. if the Ad)ud:catmg Authouty is satisfied that the
reso!utron plan as approved by the commiltee of
creditors under sub-section (4) of Section 30 meets

 the requirements as referred to in sub-section (2) of
section 30, it shall by order approve the resolution
" plan which shail be binding on the corporate debtor

" and its employees, members, creditors, guarantors
and other siakeholders involved in the resolution
plan.

2. Where Lhe Adjudicating Authonty is sarrsﬁed that
the resolutron plan does not confzrm to the
requirements referred to in sub-section (1), it may,
by an.order, reject the resolution plan.

3. After the order of approval under sub-section (1),-
a) the moratorium order passed by the Adjudicating
' Authonry under secfron 14 sha!i cease to have
effect; and _ R
b) the reso!urfon Profess:ona{ shall forward all
records relating to the conduct of the corporate
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insoi}xency resplution process and the resolution
plan:to the Board to be recorded on its database.

(3) Resolution Professional to conduct corporate
insolvency resolution process in_accerdance with
section 23 & 24 which are extracted below:

1. Subject to section 27, the resolution
Professional shall conduct the entire corporale
insolvency resolution process and manage the
operations of the corporate debtor during the
corporate insolvency resolution process period.

2. The resolution Professional shall exercise
powers and perform duties as are vested or
conferred on the interim- resolution Professional
under this Chapter, ST

3, In case of any appointment of -u resolution

- professional under sub-section (4] of section 22,
-the ‘interim resolution Professional shall provide
afl the information, documents -and records
pertaining to the <corporate debtor in  his
profession and knowledge to the resolution
Prafessional,

4) Meeti n';g__o_f_ _c_:_cmﬁ'_l_itﬁe_e: of .cr'editoi*s. _
Section 24
1. The members of the committee of creditors may
megt in persont or by such electronic means as
may -be specified. L
2. All meetings of the committee of creditors shall
be conducted by the resolution Professional,

3. The. resolution Professional shall give notice of
each meeting of the committee of creditors to-
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(¢} members of Committee of creditors;

tb)members of the suspended Board of Directors
or'the partners of the corporate persons, as
the case may be;

(c) operational -creditors or their representatives
if ‘the amount of their aggregate dues is not
{e{s_ than ten percent of the debt,

The dfrectors, partners and one representative of
operational creditors, as referred to in sub-
section {(3), may attend the meetings of
comm}_ft’t‘ee of creditors, . but shail not have any
right Lo vote in such meetings:

'vaiﬁ?ed that the absence of any such director,

partnfer- or representative of operational

'--cre’dirors, as the case may be, shall not invalidate

proceedings of such. meeting, .

Any creditor who.is.a member of the comrmtzee of
_ cmdrrors may . appom& an msolvency Professronat
_othe: than .the, reso!utaon Pr ofess;onai to
_:epresent such cred:tor in a meetmg of the

committee of creditors:

B :vaiaed that the fees payable to such insolvency

" Professional representing ‘any individual creditor

will be borne by such.creditor.

“Each creditor shall vote in accordance with the
voting -share assigned to him based on the

financial debts owed to such creditor,

The Resolution Professicnal shall determine the

. voting share to be assigned to each credrtor in the

manner spec:ﬁed by the Board.




Page 44 of 100

8. The meetmgs of the committee of creditors shall
he conducred in such manner as may. be speci iffed.

5) The: Resoiutzon Professmnal has _to prepare an
information memorandum as__per sectmn 29,
which: reads as under:

Section 29;

1. The resolution Professional shail prepare an
information memorandum in such form and manner
containing such relevant information as may be
specified by the Board for formulating a resolution
plan.

2. The resolution Professmnm shall provide to the
resolution applicant access to all  relevant
information . in - physical and electronic  form,
provided such resolution applicant undertakes-

a) - to comply with provisions of law for the time
being in force relating to confidentiality-and

o _msrder rradmg,

b)  toprotect any mtel fectua{ property of the
 corporate < debtor it may have access to; and
¢)  notto share reievant mformatron with third
parties unfess c(auses (a} and (B) of this sub-
section are comphed with,

‘Explanation.- For 3-the purposes .of this -section,
“retevant information” means the “information
required by the resolution .applicant to make the
resolution plan for the corporate debtor, which shall
include -the  financial position of :the corporafe
debtor, ‘atl information related to disputes. by or
against the corporate debtor and any other matter
pertaiming to the corporate debtor os may be
speczfted : -

The Resolution Professional shall prepare and submit an
information memorandum in electronic form to each
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member of the committee of creditors _d_nd any
potential ;'bpplicant" and the information memorandum
should contam the. foHowmg details of the corporate
debtor. i :

Resolutron Plan

A Corpamte !nsofvency Res‘o!ut;on Plan means. a plan
proposed. by any: person who. shall be deemed as
resoiuticﬁh uppficdnt for insolvency resolution of the
corporate debtor.as a going concern in accordance
with Part Il of the Code. For the purpose of
formulation of a resolution plan, the resolution
Professional shall prepare and submit an Information
Memorandum in electronic form to each member of
the committee of creditors and any pofential
applicant. = S .

Information Memorandun;

(1) - TFhe information memorandum prepared by the
reso{uuon" Professmnal shall- contam the foffowmg
details of the: corpamte debtor: . : L
a. ‘assets and -liabilities, - s - on :':-he inso{v.ency
comimencement date, classified into appropriate
“categories ifor easy- - identification, - with
estifriated values assigned to each.category;

b. the: Iatest annual financial statements;

C. aud{red financial- statements: .of -the corporate
“debtor for ‘the last itwo financial years and
pr-o\f@fsiona{ fnancial statements for the current
“financial year made up to.a date not earlier than

fourteen days from the date of the application.

d. a ifst of creditors contuining the names of

~ creditors, the amounts claimed by them, the
amount of their claims admitted and the security
interest, if any, in respect of such claims;

e. particulars of a debt due from or to the

corporate debtor with respect to related parties;
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f. detaiis of guarantees that have been given in
refatron to the debts of the corporate debtor by
other persons, specifying which of the qguarantors
is a related party;

9. the names and addresses of the members or
partners holding aft least one per-cent siuke in
the . corpomte debtor afong with the size of
stake, '

h, details o}’ all matenaz litigation and an ongoing
mvest;gat:on ‘or proceeding initiated by
Government and statutory guthorities;

i, the number of workers and employees and
ligbilities of the corporate debtor towards them;

j.  the liquidation value;

k. the liquidation value due (o operational
credfmrs; and '

I, other  information, which the resolution
Professronai deems relevant to the wmmrttee

{2) -"'Th.e-i'ma_t't'_e_ﬁs\;..:'{r'st'ed"-'in . paragraphs - (g} to (i)
above -Shat_i- be submitted. before the-first meeting of
the committee and. the matters {isted. in paragraphs-
(j) to (1) shall be submitted within .14 days of the
first meeting of ‘the. committee, to- each of its
member and: any pofentmf resolution apphcanr in
electronic. ;{orm ' EETT SRETE R

{3) The_ﬁ‘;inj‘ormat;ion memorandum shall ‘be shared
by the resolution. Professional -after’ receiving an
undertaking from a-member of .the committee or a
potential resolution applicant to.the effect that he
shall maintain confidentiality of the information and
shall not use such information to cause an unhdue gain
or undue loss to itself or any other.person and comply
with the requirements under.section 29(2). .-
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(4, A member of. the committee may request the
resalution Professmnaf for additional information. if
such. mformat;on has a bearing on the resolution ptan,
the same shai! be provided to him within a reasonable
time. :

(5)  Insolvency and Bankruptcy Board of India has
made consequential  regulations for  corporate
insolvency resolution process vide Notification dated
30tk November, 2016

1BBI/ 2016~ 17!GN{REGO{74 Inexercise of the powers
canferred under sections 5, 7, 9, 14, 15, 17, 18, 21,
24, 25, ?9 30, 196 and- 208 read with section 240 of
the. Jnso{v&ncy ang Bankruptcy. Code, 2016 (31 of
2016), the Insolvency and Bankruprcy Board of india
hereby makes the fouowrng Regu atrons, namea’y«

The foiiowmg gre- the -relevant- regumtrons to the
issue of Coapomte fnsoivency ‘Resolution Process,
which is subject matter in the present case. The
Regularmns 6,7,8,17, 18 22 25 35 36 37, 38 39 are
repi oduced below: o

Requlatwn 6 Pubhc announcement

1. An msoivency Professmna! 9ha!i make a public
announcement, immediately on his appmntment as an
interim reso!utmn Profess onaf

Expianatwn ‘immediately” means ot later than
three days from the date of his appointment.

2. The public _ahndunc-eme-nt referred to in sub-
regulation (1) shall:

(a) bein Form A of the Schedule;

(b)  be published-
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(i) in one English and one regional language
newspaper with wide circufation at the
location of the registered office  and
principal office, if any, of the corporate
debtor and any ether location where in the
opinion  of  the interim  resolution
Professional, the corporate debtor conducts
material business operations;

(ii) on the website, if any, of the corporate
debtor; and

(iii) ?n the website, if any, designated by the
Bcaard for the purpose,

jc) pmwde the {ast date for submission of proofs
of cfarm which shall be fourteen days from the
date of appomtment of rhe mieum reso{utmn :
Professrona! B S :

3. The applicant shaH bear rhe expenses of the
public ‘announcement which may be.reimbursed by
the committee to the extent it ratifies them.

Clauf:camn- The expenses on  the public
announcement shall not form part of msofvency
resolution p: "0Cess Costs, '

Requ{aflon Fil Ciazms by Operatmna! Cred:tors

... A person clmmmg to be an operauonaf credrtor
other than workman or emp!oyee ‘of ‘the corporate
debtor, shaH submit proof of claim {o the interim
fesofurron meess;onal ih person, by ‘pOSt pr by
electronic means in Form B of the schedule:

Provided that such persoh may submit supplementary
documents or clarifications in support of the claim
before the constitution of the committee. :
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2. The ei@istence Of debt due to the operational
creditor under the Regulation may be proved on the
basis of-

(a) the ré’cords available with an information
utiiif:y, if any, or
(b) other reievam documents, including-

{i) a contracf for the supply of guods and
- services with corpora te debtor;

(i) an invoice demanding payment for the
- goods and services supplied Lo the
corporate debror

(r’-ii_) an order of Q court or tribunal that has
R ._;-;_;ad)ud;cared upon. rhe non: payment o}’ a
-debr if any; or.

(fv)- ﬁnan_CIa:I acco_unrs. '

Regula tioﬁ.ﬁ :“Cfdirﬁs bz;"fF:'nancia! Creditors:

7. A person cfa:mmg to be u financial creditor of the
corporate debtor shall subrmit- proof of claim to
the mteram reqofut;on Professional in eiecrromc

) __form m Form C of the Schedu{e : L

Provided rhat such person may submzt suppfemen mry
docurnents or clarifications in support of the claim
before the constffui;on of the commitiee,

2) The 'e"“?" ‘ence of debt due to'the fmanrrai creditor -
may be _proved on the bas;s of -

) the records available w;th an information quirty,
if any,: or :

b} other relevant documents, including-

i) a financial contract supported by financial
statements as evidence of the debt;
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it) a record ewdencmg that the amounis
committed by the financial creditor to the corporate
debtor under a facility has been drawn by the
corporate debtor;

i} financial statements showing that the debt has
not been repald; or

iv) an order of a court or tribunal  that has
ad;ud:cated upon the non-payment of a debt, if any.

Regufatmn 17 Frrst meeting of the comm:ttee

(1} The mlerrm resolution Professional shall file a
report certrfymg constitution of the committee to the
Adjudicating Authority on or before the expiry of
thirty days:from the.date _qf _h_:s appo_mtment

(2) The 'ifi'in'té'nm: resolutron “Professional  shall
convene the first meeting of the committee within
seven days of filing the report under Lhis Reguiaiion‘

Regulatron 18: Meetmqs of the Comm:ttee

A resolution Professional may conyene a meeting oj
the commitiee as and when he considers necessary,
and shall ‘convene .0 meeting if a request to that
effect is made by  members . of the commrtree
represenrmq fh;rry three per cent of the voting
nghts S . ; . . L

Requlata‘oh 22; Quofum at 'th'_e meé_'tihq:-

1} A meetrng of the -committeg. shall be quorate if
members of the commiltfee rep:esen[mg at least
thirty three perrent of th? voting rrghts are
present ‘efther in person or by video wn)‘erencmg
or other audio and visual means: ' -




r
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meded that the committee may modify the
percentage of votmg rights required for quorum in
respect of any uture meetings of the committee.

2) Where. a meetmg of the comrmittee could not be
held for ) want of quorum, uniess the committee has
prewously decided otherwise, the meeting shall
automatrc:ai!y stand adjourned at the same time
and place on the next day.

3) In the event «a Ineeting .of the commitiee Is
adjoumed in accordance with sub-regulation (2),
the adjourned eeting shall be quorate with the
umbers of the commrttee attendma the meermg

Requlatmn 25: Votmq by the commrftee

1) ‘The actions: listed: in. section. 28(1).shall be
co_nsi_dere_d in me.et._fngﬁ of the committee, .

2} Any actmn other than those hsted in sectron 28(1)
requmng approvaI of the commruee ‘may be
'.cons;dered m meetmgs of the comm;ttee. o

3) ’__Where _au members are pr psem in @ meeting, the
‘resolution Professional shall ‘take a vote of the
_members of the: commzttee on arzy item hsted for
voting a[ ter discussion oh the same.

4). AL the conc!usron of .a vote af the meeting, the
-resoiution -Professional shaif announce - the
decision taken on items along with the names of
‘the members of the. committeg who voted for or
- against the decision, or abstained from voting.

5) If all members are not present at d meeting, a
vote shall not be taken at such meeting and the
resolution Professional shall-




a)

b)
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i

CrrcuIate the minutes  of the meeting by
electronic means to all members of the
commutee within forty eight hours of the
conclusion of the meeting; and

Seek.a vote on the matters listed for voting in
the -meeting, by electronic voting system
where the voting shall be kept open for
twenty four hours from the circutation of the
minutes.

1.
value

2

Regul! atjr'on_f.':3._5 : Liquidation vatue:

Liguidetion value is the estimated realizebie
of the assets of the corporate debtor if the

corporate ‘debtor were (o be !1qurdated on the
inselvency cemmenc‘ement date, o T SN

L:qurdat:on vafue 5ha{i be deiermmed ir-the -

f‘oHowmg manner

aj

“the. two registered. valuers appofnted under

Regu:‘aimn 27 shalt submrt to. the . mlerrm
resolution - P{o}'ess_lonai or. the resofution
Profes'sionai, as the case may be, an estimate

of.sthe  liguidation . value.  computed  -in
' accordance with . r‘nternationaily accepted
. valuation smndards, after physical verrjscafmn

by '

of the inventory . .and flxed assels of the
corporare debtor;

if m_. ‘the “opinion of ‘the interim resolution”
Pro}’éséiondf or the resolution Professional, as

the icase may be, the two estimate are

Sngﬁcant y different, he may’ appomt another
reg:s_tered valuer who shall submit ‘an estimate
computed in the same manner; and




c)

3.
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the average of the two cfusest estimates shall
be cons:dered the Irquzdarzon value,

The :eso(ut:on Pro[ess:ona{ shall provide the

hqu:datron vaiue to the committee in electronic

form.

Requfat‘i6h553 b: !nfofma tion memorandum;-

1.

Subject to sub-reguiation (4), the interim

resolution Profess;onai or the resolution Professional,
as the cdse may be, shall submit an information
memorandum in electronic form to each member of

the committee and any potential resolution applicant

at !er;'st the matters tisted in paragraphs (a) 1o
(i of sub- reguiutron (2}, __ befqre___ its first
meetmg, and - '

.matters listed in. paragraphs (j) to (1} 01' sub

reguiarron (2), _w:thm fourteen days of the first
meetmg, _

The. m}’ormahon memorandum shall contam the

following ci_ tails of the corpora;te debtor -

{a)

{(b)
{c)

asseis and liagbilities, as on the insolvency
commencement date, _ classified  into
approprmie categories for easy Jdentzfrcazion,
with: estimated . values assigned. to . each
category,

the fatesz annual }’ mancrai 5tutements

aud;ted financial statements of the rorpomte
- debtor for the last twa financial years and
- provisional financial statements for the current
“financial “year made up to a date not earlier.

thanfourteen days from the date of the -
application;




(d)

(¢)

{f)

(k)

(1)

3.

0
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a irsi of crediters contaiming the names of
credrtors, the amounts claimed by them, the
amount of their claims odmitted and the
secunty interest if any, in respecl of such
Cfmms,

par trcufar5 of a debt due from or to the
corporaf'f’ debtor with respect to related
pames

deta:{s of guarantees that have been given in
relation to the debts of the corporate debtor by
other, persons, specifying which of the
guarantors is a related party;

the names and addresses of the members or
partners holding at feast one per cent stake in
the corporate debtor along w;ih the 5129 of
5mke, '

_'-_deim ls of af; matea ra( f;t:gatron and cm ongomg

investigation or proceedmc initiated by
Gc;vwnment and statutory authorities;

the number of workers and emp{oyees and
liabilities of the corporate debtor towards

N them,

" _the frqmdatron va!u& - o

the {rqwdatwn value. due to operai;onaf
creditors; and

other information, which the resolution.
Professional deems retevant to the committee.

A member of the committee may request the

resolution Professionat for further information of the
nature described in this Regulation and the resolution

Professional shall provide such information to all
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members wmhm reasonable - time if such information
has a bearing ofi the resolution -pfan_,

4. The mtenm resolution Professional. or the
resolution Professmnai as the case may be, shall
share the rn[ormauon memorandum after receiving
an undertakmg from a member of the committee or d
potenrra! resofutzon ‘applicant to the effect that such
member or resolution applicant shall maintain
confidentiality of the information and shall not use
such information to cause an undue gain or undue (055
to jtself-or any other person and comp!y with th@
requirements under section 29(2)

Regu!‘atron 37, Resoiutmn P!an -

3¢ utmn plansmay provide for the measures
requxred;_-for implementing it, mciua‘mg but not
Aimited to the fo(fowmg» - :
(a) transfer of .all .or part of the assets of the
: 'zwrporate debtor to one.or more pe: SONS;
(b) sale of allior parr aj the assets. whefher
R \subject 1o any. securily mreresr or not N
- {¢) ‘the. substantial acquisition of shares of the
o -;corporare ~debtor, -of the merger or
.-_--::consohdatron of. the corpomte debmr wm
ong or more persons; o
{d) sc:rrrbfawon or mod] frcatwn of any secuuiy
mteresl -
(e} :curmg or waiving oj any breuch of the terms
of any debt due. from the corporate debtor
{f) - redurtwn in.. the amount payabfe to the
' crednors,.
(9) extension of a mcztur:ty date or a change in
- interest rate or other terms of a debt due
from the corporate debtor; . . .
(h) amendment of the constitutional documents
of the corporate debtor;
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(i) issuance of securities of the corporate

debtor, for cash, property, securities, or in
exchange for caams or interests, or other
app! oprigte purpose; and

(i) -obta;mnq necessary approvals  from = the

Centra[ and Stare Govemments and other
auzhorltres.{ C

Requ!at;on 38. Maqc_ﬁ_g_ﬂory contents _ of _the
reso!utron pian, :

(1) A r?soiutmon plan shall identify specific source

(2)

of funds that will be used to pay the -

{a} ~Insolvency resolution process costs and
prowde that the insolvency resolution process
costs ~will be paid.in prwmy 10 any other
c;ed;tor -
(b} . quurdatmn vaiue ~due o operafrunaf '
c;edrmzs and prov:de for such “payment ..

___prrouiy to any financiat: creditor which ishall-in

any event be made be}'ore the ‘expiry of thirty

_.days after the approvm of a :eso{utzon p!an by

the Ad Jud:mtmg Authonzy, and R
(©) L:qurdatmn vafue due 1o -.;dis__s:en'tfn_{g
fmancmi Cred;tors and prowde that  such

L pc:yment is mude before any recoveries are made
by the f manc:af credrrors who voted fn- favmu of

the reso!utwn pfan o

A resoiutaon plan shall pmwde.

;(a) i the term  of p.Z'an* “and  its
"‘-Impfemenratmn schedul e)- R '
(b) © the ranagement “and comrof of the

~ husiness of the cc:rporare debtor during Jts

'_te;m and -
(¢} odeguate means  for supervis_ing its
~implementation. R
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R-eguiqtizoq:{i-s‘_?: Approval of resolution ptan:-

1) A resolution applicant shall endeavor to submil a
resolution plan prepared in accordance with the
Code and these Regulations to the resolution
Professional, thirty days before expiry of the
maximum period permrtred under section 12 for
the cornpiei;on of the corpomte mso!vency
resofurron process, | -

2} The re,sofutron Professronaf shall present all
reso!uiwn plans . that meet the requirements of
the Code anid these Regulations to the committee
forits consrdemt}on » -

3) The commrttee may appmve any resofutmn pz‘an
w:th such mod;f:catmns as it deems fit. .

4) The. reso!utran Professrana! shah’ submff the
resofuhon p(cm approved by the committee to the
Ad;udmalmg Authority with the certification that;

g} the contents of.the resolution plan meet-all the
requirements of the Code and the Regulations;
and e P

'.b_}_ _rhe reso!utwn pmn has been app;ovpd by the

o :comm:ttee ' R

5. The resolution Professional shall forthwith send a
copy of the order: of the Adjudicating Authority
'apprawng or rejecting a resolution plan to the
par.t.rmpamg.and the _rfes_o_!.ur__.r@n_gpphc_ant L

6. A“'provision in ‘a resolution ~plan which would
otherwise require the consent .of. the .membeis or
partners of ithe corperate debtor, as the case may be,
under the rerm's o}’ the const:tutlona{ documents of the
corporate debtor, sharehoider 5 wreement joint
venture agreement or other document of a similar
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nature, shafi:; take effect notwithstanding that such
consent has not been obtained.

7. Na proceedmgs shatl be 3mtaated against the interim
resolution Professional or the resolution Professional,
as the case inay be, for any actions of the corporale
debtor, prmr to the insolvency commencement daie.

8. A person m charge of the management or vontrot of
the business and operations of the corporate debtor
after a resolution plan is approved by the Adjudicating
Authority, —may make an application to the
Adjud;r_atmg Authority for an order seeking the
assistance oj the local district administration in
imple menrmg the terms of @ reso!utfon plan.

Backqmund of the Cempany

a) So far as the bdc,kgrﬁund of Lhe Company
conccmed herc:, as sLated sUpra, the Company is
__promozed by USAIPL a Kammem group company
having stake of 99.98% with a tota projec:t cost of
Rs.1532° crmes (Rs.655 crores for steel and Rs.877
'crores for power ) out of which the total debt is

- Rs. 1248 Lrores. (Rs 531 crores. for stcei and Rs 717._
Crores for power).  The LoLai Eqmty s . Rs 286.
crores (sLeei Rs.126 cr‘oni"es' and power R5.160
crt:ré:s) Steel cimmon r_ommenced its operatlon

“on 30, 03 2013 Dl e o

(b) The Company is situated- at Sreepuram V‘:l{age,
~Narketpally Mandal, Nalgonda District, Telangana.
' The Company was functional till the financial year.
_.2014 15 and, 11 could not contmue due 10 shortage--'-

—of wo:iqng capna{ and varzous other factors which
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includes:.‘mismatch of cash flow and financial crises
leaqu to heavy operationat losses and consequent
erosion : ‘of entire net worth.  Therefore the
C_ompan_y has filed an application to BIFR on
15.11.2016 under, sub-section (1) of Section 15 of
Sick iiﬁc{pstrial Cém_panies (Special Provisions}) Act
1985, Fhe present CP is filed for imptementation
of Resolution Plan for re-phasement and
res’tructiuriné of debt, for re-starting of its
Qperatién and serviceability of debt obligation and
o re- start the manufacturmg activities. The

.Company was, gwmg employment Lo around 4&:0

. workers. who ha1l mosuy from Narketpd ly - and
_'_'neart}y vxilages m Naigonda D!bLI"}Ct of Telanpana. o
Most. of thls work fOI'(..C' bekongs to weakel bectson"--' :
- commumtxes wuh ponr economu backg,round Due

to unavosdable reasons, thc Company could not

.__contmue to_ o

":___us} almost alt the work -

_._1’ orce. have tost then’ ]obs anei employmem Leadmsa' 3
to unemp oyment of the W(arkers cmployed by the
.__Company 19 15 stated Lhat Lhe Lompany has a

__:___.___p.r:a__g_!_a_____'prospect to suc reed onc.e Lhe company is
able to  start jts funchomng rnost of 'th’e'
. employees/ wmkers who 1051. the jobs and
employment earlier would be taken back into the
company and they are local villagers, who are
anxiously v;aiting for the employmeni in the

Company. By restoring the Company to operation,

._cmptoyees both ski led (323) and uriskil 1ed {123 o
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not unly the direct employment, but it will create
lot of mdarect }ObS / employment to thousands of
peopke m and around the area mostly from villages
in Narkc_tpaily Mandai in the connected industries
and Auxmary units, The manufacturing activities

will als_c_: increase the direct and indirect tax
revenué': to both. geate and Central Government
and local bodies. And the Company is only & major
industry in Narketpally Mandal in  Nalgonda
District. '

27. By reading of the above provisions of IBC, there is no

dispute thdt the Resolut:on pian in questaon fulfitls all
the - Lxmbmty cntena for 115 approval except the
condition, presmbed under Sectwn 30( ) of iBC says

that. Lhe Comm1ttee of Cremtors mav approve the

ResoLquﬂ Pkan by votma not iess than 75% of votmg

share. of the Fmancml Cred)tors The msue raised m the

present CP 15 that the Resolutmn pian is noL approved
by the rmmmum 75% votmg share of the Fmanmal
Creditors. | 1hc plan 15 appmved by the Indlan
Bah_k (lead E»dnk) JMF !\RC L1m1ted Aldhabad Bank
Andhra Bank and Oriental  Bank  of commerce
constltutmg 66 67% of votmg power, whereas IOB CBi
and BOM whu:h constﬂute 33.33% have not approved
the plan. Thc Indian Bank havmg votmg power of
22.3%, thr. major eﬂder and Lead Bank has approve
this plan. -
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28. Qur ob.;ser-!;r'éi:'-'io'ns:

Dur abservatmns are. ma;or]y classzﬁed in to 6 heads

and are dxscusaed in detaal beiow

1.

: "The_

Comm1ttee of Credlturs Meetmgs

it is not in d1sputn:~: that the 1RP approved by the
Tmbuna was duly approved by the CoC. As stated
supra, a_ll the meetings of CoC have been attended
by atl the CoCs except for one i,e 2™ CoC which is

also aLtended by more than 75% of CoC. Upon

_perusal of the proceedmgs of the CoC, it shows

that. the Resolutmon Professwna { ‘has prepared the
rcsomuon plan - strlctly in. accordance with law,
_are various  “options proposed . by

Resoiutloﬂ Applicant were placed and considered

- :-by COC and ulumatc y the prgsent resplution plan
' 'wn,h @TS of “Rs. 600 cm;‘es s ~emerged . which

'zaccep'_‘f' d. 'fb_y fwc_ Banks. - The - Resolution

“professional,  who s chaving oexperience . in

'."j“‘SC’WCﬂCY progedure © -and -duly .approved by-the

' IBBI, is competeﬂt to analyze the pros and cons of

' -Resolutlon pian and submit his views on the issue

and then Adjudlcatmg Authority is also empowered

to analyze the same either for approval or to

o :rce}ect the plan

.. The RP wnduc.tcd 9 CoC meetmgs on vartous dates

as narraLed above. From the materaai avauldble on

record it s observed that apart from the
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Rt,soiumon Proposais! Revised 0TS  Scheme
submuted by the Corporate Debtor, the CoC do
not have any other aiLernatwe propuosal/ Resolutmn
Plan . f_ffor furthet evaluation/wmpanson
Thereforc in Lhe absence of any other alternative
proposal other thcm the Revised ‘OTS. proposal
which 15 approved by the majority of the Financial
_ Credltops!Lender Banks totaling to apprommdtely
66.67%-0f total voting share of Financiat Creditors
and 5 out of 8 total Financial Creditors. Only
three Banks namely 10B, CBI and BOM did not
approve the QTS Proposal as agre@d by the other
-;-count(_r parislpdrtmpants of Lhe Jomt Lenders
Forum (JLF) - R

-"Upon perusal of the. documents Lhe Adjudicatmg
| 'AuLhonLy also .. observed .that the CoC “has
authoraz@d the Lead Banker of the JLF i.e, indnan
CBank’ f@r various- activities viz. approval .of valuers,
-appomtment of Professmnais, to appomt SBi
"-Capltal Markets:Limited and 1o fm remuncratnon
"-=._@t_c-, --.Whergds, interestingly,.-at . the time of
-apprbvél.-of- the Resolution Scheme, .t;he _g_;_her
-Banks - instead - of - following. the. lead Bank or
'-'-majori"t'y of the other banks fh_a_v.e.ta__k_en: ._é:_d_i.'_f_f_c_er_ent
* stand and appears that they are interested mostly
in liguidation of the Corporate Debtor .rather than
_the Resulutmn Plan, which is the main preamibxle of
Lhe iBC the Government of !ncha anc! RBI and the
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uLher preamble bemg mammmataon of value of
assets, to promote entrepreneurship, batance the

interest; of all the stake holders etc.

As per the 6 CoC meeting, after the final report
by 5B 'ﬁapital Markets Limited, the members of
the CoC to go to the respective sanctioning
authorities for their approval and all the members
of the CoC shall be ready with their individual
mandate to approve or otherwise the Resolution
Plan, -'However from the records submitted, it is
observed that the members. did not have mandate
“10 approve the Resolution -Plan.:submitted. by the

_fgo_r}. P.rofess;on_al. Even, ._d__ur_l_n_g the hearings
-'héldﬂ"'-%e'fo:ré “the | Adjudicating . Authority  on
0311, 2017 & 06:11,2017, the General Managers of
~all the three dlssentmg banks did not -have -any
"-mandate 1o agree to the revised ‘Resolution Plan
—and stated ihat stlll they have 1o obtain approval
~from thezr compeLent authorities. The same.is also
“potin -_;..C_Jnfor_ml.w.w_!_ih the RBL notification issued
i May 2017 that thelr - representatives. are
~equipped with appropriate mandates. - ..
““The Boards shall empower  their executives o
jmpleﬁghr ‘the JLF decision without  requiring
furt-hef approvagl of the Board. ™. .~ "

. "Though it was recorded in-the meeting “of the

'f-'btthc heLd on 24 {}8 2017 “All the mambew of the
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CoC sha{l be ready wmth their mandate to approve
or otherwise”. However, from the minutes of the
tast CoC and oLher records subm]tted it was
obselved that the 9% CoC held on 27.10.2017,
whereas.- the members of CoC have conveyed their
appr_ov_éif_ by way of e-mail/letter only subsequent
to that :-:meeting, which is also not in accordance
with their own decision as recorded in the 69CoC

as stated above.

Voling by the Committee as per Regulation 25(3)
and (4), the Resolution Professional shall take a

“voteof f_:"the ‘members of the committee and at the
seonclusion of “the- meeting - the . .Resolution
'-Profé's‘s'j'onal '.éhai:l'-énnou nce the ..decisio'r_i:-t'ake_n_-_dn
each 3'itérh' along with the names of the .mefh’bers of
the "-c:olmmitte'e--who vored - for-.or against the
' -1ec1s1on “proabstain from voting, However; ‘as. per
the ;ecords submmed all the members did not
. r-exer__c__as_g-.thezr_ \{_o_t_e{ s)- duping - the meetmgs held.
‘ Whemas . -they . chave . conveyed - their

"'-iap‘prbvé.lf conc-urr'eﬁce, -subsequzently*-an'ly- by way

of ema]UleLters, Whlch is pot in: comphance with

“ithe - insotvency ‘and" Bankruptey - Board -of India

{insolvency ~Resotution. Process -for --Corporate

Persons) Regulations 2016, -

“The Bank of Maharashtra having 6.36% voting share
Cwas remain opén for the revised OTS proposal,
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howevr,aJ subscquentty they have aiso Jomed “with
other: two dissenting Banks and convcyed their
disapproval before the Ad}udlcatmg Authority,
-apparently nol to the Resolution Profcssmnat

-durmg the CoC meetmgs! JLF meetmgs

Upon' ﬁérusa[ of the records, the Adjudi::atinp

_Authol xty observed that subsequent te the last CoC

meetmg held. on 27.10, 2017 Oriental Bank of

Commerce having 10,94% of vomg powm sent a

. mail on 30.10.2017 convcymg Lhetr m principle
» agreeabmty for the Resuiuhon pi'm by way of DTS "
.and Lhat their fma{ approval was subgect m sxrmlar"
'approvais from the majonty of m 1enders ”i houph R
. the: demsmn is of the mdmdual bdnkers in vww of
. the: preamble of Lhe 18C, other three dissentmp"
- banks - {be ng. PSBs havmg sn‘m{ar ob]ects} could
- have also followed Lhe same safe strateﬂy adopted
| '_',_'by OBC Lo R

2 Rewsad'q-;.s scheme

"Ihe Corporate Debtor WhllE‘ r@wsmg upward the

nount to Rs 600 Trores: from Rs 525 Crores and

"has also reduced the Lenure of repayment from 2%

- yearsto 2% years (by 31 12 2019 Lo 3{} 09 2019}
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b. 1he cmporate demor in his affigavit dated
09.11.2017: submitted that the 21 gesolution Plan
submitted. by the Company is totally in tune with final
report of SB Capital Markets Limited. The Resolution
Plan submitted by the Company is yet to be disposed
of by the lenders subsequem to the same, the
Company 11as submitted OTS proposal for Rs.525
Crores on . 18. 10.2017. indian Bank vide its letter
dated 23. 10 2017 has requLsLed the Company to
improve thc 0TS offer without. menhomng the
amount. Subsequently the Indian Bank has sent @
ema1L on 2‘3 10.2017 suggesung, the wmpany 1o file
0TS proposa {or Rs 600 cmres As per “the - above
_advise, - A e' Company has offereci an OTS pmposal of
Rs.600. Crores vide thelr oman dated 26 10. 2017
'c, Even though the' xtended time of 270 days as
per Lhe lBC Code nearmg or\ 07 11 2017 in the absence
of the mcreased quantum of amounL quoted! expected
by. the. Banks, the p!omoter 15 also handic_apped to

 afferd any Sfurther ans/future course by way_

--_ddditmnai instruments ilke £quity shares, preferencc, _

:_sharc.s convemble dobentures bonds etc 5 to sahsfy
the expectatwns of the Banks e

d o Ad]udmdtmg “Auithority granted sufficient: time
.of heaz’mo to. the Bank, off1c1als on two. occasmns each
on Hlday and Mt}rwday (3“‘ and 6”‘ of Nov, 17} to arrwe
at a condusxon/rcconszder the rev;sed 0TS propesal.
:'Durmg Lho hearing held on 06,11.2017, Senior Officials

of ail the three dlsbentmg Banks in Lhe rank of’ GMS o
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were requesied to be present and asmst Adjudmatmg
Authonty to arrive at a resoiutwon for the issue in
questzon, smce the tast date even as per the extended
time hne 01’ 270 days is on 07.11, 2017 Accordmgly,
GMs of ali the three Banks were pmsent However,

the Ad]udicatmg Authorlty 5urpr1smgly poted that
inspite of spendmg conmderable ttme given the whole

picture of the need for resolutaorl of Corporate Debtor
\ which had. pmwded direct empioyment opportumty to
.around 450 employees till recently and a number of
indirect employees:’ famllles! b@neﬁcnanes possrble
_Lonmbutlon by way of reverme to Lhc exchcquer ‘the
contribution to GDP etc., the GM&. of the 3 Bdnkb d1d '
Mot even move. an mrh forward from theu' prevxoua '
stand. dnd they . 51mpLy reltcraLesztated Lhdt Lh(,'
revised OTS amount proposed by the (.m porat@ chtm _

is very. less o _
e, . Insp}te of repeated questm'ws pos;d by Lhe_

'that the amount has to be mrreased substanl.lai y, _bu1

___"surprasmgly re»ealed/mdmated f' thez;
'rewsedfexpected amount - o
f.. As per the direction of ‘he Ad;udmatmg
:Authomty the Promc)wr of Corpordt@ Debtor was d|.

called upon to have a chscussion WiLh all the ofﬁz }Ei{s
- of - the Banks -0n--6.11.2_0‘l-7., However, in spzte of

~ ample opportunity extended to the Banks they could -
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not arrive at a. demmon about the increased amount
being acceptable o the thiee disscntmg Barks, Dr. K.
Sashidhar, Manapmg Dwector of the Corporate Debior
also appeareci bofore the Ad}ud\catmg Author:ty on
06,11.2017: and submxtted that they have paid almost
Rs.421 crores towarda mterest dlone from the loans
availed,  Further he 5ubm1LLed that as per ‘the
suggestions of the Banks in the CoC meeLm9 they have
worked out the OT5 scheme and initially quoted
Rs.525 crores, which was sul stantially increased to
Rs.600 crores subsequenily He has also further
submitted that in spute of Lhe mrreasced amount all
- the Banks did not agreeiconﬁrm waLh the proposa for
reyised OTS Scheme ' TR
8 . lt 15 also qulte znterestmg to notg that even a
| 'prwate sec___or_ AsseL Rcconstruc%,zon Company namely -
IMF ARC Laned has also acwpted to the rev1sed oTS
Scheme. Wh1ch was also agreed by the other Public’
Sector Banks whu:h cc:nsmutes 66, 67% of the total

"'-votmp share of CDC We are of the c:ons1dered view"':_ _

--LhaL the guade mes!d;rectmns 153U(‘3d by the Bankmg' :

: ‘SecLor Rogutator namely RB! would be" apphcable-
-urnformiy!equal y to all the Banks enher at the tlmc'

Cof grantmg {oans for various. purposes or at the tlme of

c:lassﬁymg as NPA, recovcry of the Loans ete.
However,feven though ma)oraty of the Banks have
'dgreed Ld go ahead w1th the ‘0TS proposai ‘only 3
{threz} daasentmg Banks d}d not to support the
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prnposal as he same is noL in accordance wath their

own mternal policy/the Rai guu:lelmes
h. 'Ihesu_é three dissenting Banks also opined that

the hqmdat___ n vatue will be more than the average of
two of the fegxstered valuers and the average ‘amount
works sut to Rs, 76'1 Crores approx1mately hased. on
the same set of information/facts. InLerestmgly
another _re_g_mter_e_d valuer who valued the enterprise
value of rht, same -corporate debtor arrived at an
amount -of’ Rs. 873.62 crores, which is more than
Rs.112 (_rores of the average value, This itself

-.estabhshes -that . the_hqmdatlon value/estlmated

-{edhsable value_ c.annot be the same for all the valuera

hesame . zs to Lrueiappllrable Lo Lhe f1r1an51a£_""'
credﬂ,ors enders as. weLt | Therefo:e, it ‘would be
prudent: 1o g0. w1th Lhe demsmn af the ma)orﬂ.j
especially. in this. case wherem 2!3”’ of Lotal votmg

share. of

he Fmaﬂual Credators havc approved the

revised OTS.

i As per Lhe rev;sed debt outstandmg, submltted'
by Lhe R ide wntten wbm]ssxon dated 31 10 2017,
an amount of Rs, 187 05 Crores is. the debt outstandmg
1o JMF ARL erxted an a.mount of Rb 228 26 crores to..
jOB, an amQunt of Rs.178.36 Crores to Central Bank of.
india . and an.amount. 0( Rs % Crores Lo Bank of
-Maharashtra As dlscussed supra_eyen the prwate

sector ARC_whose outstandmg debt amouﬂt 15 preater

"Lhan the Ccntrai Bank of iﬂdm and Bank of

Maharashtra have accepted the revlsed OTS scheme
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From the . above facts it appeals that pnvate secior
ARC s wmmg to take a halrcut! abscarbmg loss,
whereas three public sector bankf; are not inclined to
take hanr cut!absorbmg loss, even though the other
PSBs were wﬂlmg 0 Lake halrcut Therefore, various
contentions; rmsed by the three dlssentmg Banks are
not tenable; and baseless and Lhus re;ected

. Mechamsm of Joint Lenders Forum;

a. JLF 15 ope of the mechanism deviséd by RBI in
the year 2014, for rectification, recovery of the loans,
restructure, if the stressed asset is more than Rs.100
crores, It _is_.__ 1mpo1tant to note that all the
'Banksmnancaak Cred1tors were pdlt and parcnl of the -
JLE. goL Logcther at the i1mc of tendmg to ‘the -

| Corporate | e_btoz‘ whercas at Lhe time of wnmdermg
the. Resulutzon Proposa subm1tted by the Corporate”
Debtor all ar(. not together! consensusi same page and:
only mmof_"_t,y of Lhrree Banks are stzﬁ oppossng the
;proposal w nch 3. hang a mnwr]ty share %n Lhe toLal _

' _-votmg share of the Comrmttee of CFG‘dItO]S dmountmg-- =
ta. 33%(1!3“‘) L

b. As dlscussvd above, as per the gu1delmes of the
) 60% of the cremtors by vaiue and 50% of the
| 'Credtwrs by nurnber if they approvr. “the ‘plan, “the’
same w1 be bmdmg on other 1endersJ smce 7 out of 8
_1enders are PSBs Wherefore, conszdermg “the “RBI
-Clrcular Lhough 75% m’ the lenders. in value ‘did not
approve - the Rewsed OTS Scheme subnutted by the

: Lorporate Drebtor consld@rzng the enure 1ssue in- 1ts
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totality 1e, the revwa of the relatively new
comfaéhyf \;_fhu:h was started - with an investment of
more thafﬁ ;;fiSKMOO Crores, to renew the employment
opportun_’ﬁtijés of hoth direct and indirect, contribution
to Stéte? "E;t:"Central exchequer, to GDP etc., the
Adjiid'ic_aftir;g ‘Authority is of the considered view to
apprové gith_é Revised (TS Scheme since as majority of
the lender;s, who are also being the Public Sector
Banks and ;i'ieven a private Sector ARC have approved
the plan. :

¢, . The ;';'dissenting Bankers. appears to have been
--gmded by . ?5% -as prescmbpd under Sechon 30(4 ) 18C
: :_han any-:. pohcy_of Lhem or Reservc-s .Bank
on 30 4) of 18C merely"_f
states’ Lhat Resoiutwn plan may. be approved by a vote '

-not less: than 75%: of votmg share of ’Lhe Fmancml
Crc.d1tors t did not. say. whethcr such percentage is
out of thta tmtai votmg bl’!di’( of t1e Fmanmai Crednors
-_-.-or those present durmq meci]rags of respoctwe LO(. of
'__:Fmanmai Cred!tors Since, iB s a new Code and st1 |

‘evolving, _the abovc p_e_rcenu;ge has to, be read w1th

_ _varlous e culars, issued by the, Reservc Bank of Indaa,

'-vu:ie s ietter no,:RBI/2015- 16!101 daLed 01 07 2035
has: urcuiated master circular. with. regard 10 the
"'-EPrudentml norms. -on - Income .. Recogmtlon,_ Asaot

' "'-:Clasmﬁcation and. Prowsmmng pertammp Lo Advanws,

is i __he Regulator for Lhe Bankmg sector‘ . The RBi- o

""-t__u all .comrnermal ban}_{_':_. As per the circular, the =~

5 Q.ij-?__c__t__ive" of Corporate D_e__bt_ Restructuring  (COR)
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frame work is 1o ensure timely and transparent
met'i'xa'nism for restructuring the Corporate Debts of
viable ermtws facing problems outside the purview of
BIFR, DR’I and other legal proceedings for the penefit
of all cor}__cemed it aims at preserving viable
corp'oraté "'{hat are affected by certain internal and
external faciors and minimize the losses to the
creditors and gther stakeholders through an olr.derL'y
and c:oo_rdjinated restructuring programme. The COR
standing 'fcirum would be representative general body
of all finahcial institutions and banks participat_i_r;_g__in'

CDR sy%tem

d As per one of the CDR" carcutar bearing No. DR -
"_(PMJJ No 2015 16 dated 25”‘ 'June 2015 BIFR cases .

are covered under clause 6 2 and su1t fﬂed case are;_.__ o

'covered under Llause 6 3 arc also covered under the
'-scheme TAs per clause 6 3,, the accounts : where-
:ecovery smts have been flled by Corporates agamstj'
_ Compames _dtso ehg}bie for Lonmderatmn under- CDR
h ystem prov ided the. ini "'atwe 10 pasolve. the case.
B -'under Lhe CDR sysiem i$ taken. by. at_least. 73% of
'-credxtors (bv value} and 60% of credwtors {by number]

| .The deumon proccss m CDR system is.: gwen under
| "'_ciausc 8 CAS p:.r ctause 8(2), “the CDR . empowered

- -group. has to take ‘a dec1s10n with regard 1o prama
_' _"fac1e feasxblmy and 'r:o"r “final © approval - of -

Restrut_turmu schcme by a Su;z:er Majority - yote at-a

) '_;duly convened meetmg afu:r gwmg reasonable nouce
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to the "L'ériti‘;ers and to the Eligible Borrower. super
Ma]omy Vote is defined as votes cast in favour of a
proposal bv not less thaﬂ 60% by number and 75% by

vatue of aaareqata Prmcma[ outstanding  financial

assrstance as on cut- off date.  The lgnders not. having

the mandate at the L1me of CDR EG meeting could

furmsh thew stand shortly:after the meeting but not
later than the next meetmg and their stand if

rec,ewed by then should pe taken into account for
voting and lenders not furnished their stand before
the next CDR EG meeting should be- excluded from the

- meetmg_ "_There are: sevegat instructions. /. gmdelmef,_____

| in the master urcula[r

: Ciause ’16 deals __w1_th prudentmi Et accountmg ;ssues..
Ciause 16(_ ._ nd {w) are reievant 1o refer here

(ii). . ___The umt._becomes v1abte m mghi yeals it 3t
'emqaged in mfraeruLLure actwmes and ‘in fwe
"years in the c_ase of o her units..

{i13) cthe. reeructured_
h "_._Wd ﬂr any,
ut‘:Lure advances ar;d ien years in: the case |
radvances. L

d_ debt whmhever 15 mgher However
: atory gmdelmes i5. h1gher of 20% of {enders
or 2% of restructure debt {which ‘has to be
ht L pfront}, contribution. beyond- this .amount
may be perrmtted to be mfused within ‘a’ penod one
--year Trom Lhe date or appaovai of the package '
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The _B._a.ﬂkiffjg Regulation Act, 1949 has been
promukgatefj; As per section 21 of the Act, power has
been conferred on Reserve Bank to control Advances
by Banking"‘(ﬁtnmpanies. Government of india, Ministry
of Finance also issued regulations dated. 05 May,
2017 promuigating Banking Regulations (Amendment)
O:dmance, 2017 in order to enable the. Union
Governmer;_& to ‘authorize Reserve Bank of india to
direct Banking Companies to resolve specific stressed
assets. Acig_o_rdingiyl it has inserted two sections viz
35AA and’ 35AB  after section 35A of Banking
Rég’ulatibh'-ﬂ&tt 1949, As per.this ordnance, RB! will be
-empowered to. mter\rene an. spemhc Ca5es. of resoiut;on_ _
of .non- performmg assets, 1o brmg L‘nem to 3. defzmte:
'concius}on Tt sayb that Govemment is commltted Lo"'
expedmous resoiutmn of 5trnssed assets m bakmg-_f
system.. The recent enactment of InsoLvency and'
Bankruptcy. Lode 2016 has opened 'up _'_new
prSlblltUE‘S far time -bound. resoiutmn of stressed

_ __assets _' “The. SARFAESI and Debt Recovery Acts have

___-bm.n _ amended o farihtate_' recovenes :f” A

: comprehenswe approach - Jbemg adopted for
_effet.twe 1mpLementatmn of varwus schemea for

- -_--'-tlme‘iy resolutmn f stressed s ‘:ets L

Before the mtrodw:tion of IBC 2016 Stressed Assets
jResolut ( n Mochamsm was among other mechamsms
d CAP The Jomt Lenders
Forum - (further reforred to as JLF} was const:tutcd on

\nz the concept of JLF
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10 pomt c_;u_fc_ here--that,RB .;_gmde_ lmebf_r;zrcul_a_i 1_5_5:u_ed
vide 'RBiFgZQﬁB«’MKSOB dated 26 February, 2014, 1t is

retevant oint. out here the RBI guidelines/ circufar
vide - notificationi .. - ... . No RB!/2016
17f299/DBR BP.BC.No.67/21.04.048/2016-17; _dated
5% May, 2017 in which it is stressed for early
ident_iﬁcé..tigén of -'s‘;_r_.g-s.ﬁe:d Assets  and  timely
impleme{ntétion“-iuf-a Carrection Action Plan (CAP} Lo
| preserve the ‘economic value of stressed.assets. Ar{.d
1 this. 'c:ir'cul.'ar is -issued, in exercase of Lhe powers
/. conferred by Sections 21, 354 and, 35AB.of the Bankmp__

.-Regulamn AcL ?949 _Para 4 of the Nouﬂrataon 15 as_ _

o requu‘ed -_for Approval of a correctwe amon p an. Para

: 4__.9f__-_t_h__e- otmcatmn 15 retevant Lo extract hore Tfor

'-___demd_mg the CAP, and wil l be bmdmg on. all ienders
_Ject to the exat (by 5ubstttutlon) optlon avauab
_'m the Framework Lenders shaf! ensure that their

--.--.'-representatwes in. ‘the- JLF. are..equipped w;th. _
- appropriate mandates, -and that decisions. taken a£ o
. .the JLF are imp!emented by, the lenders within the_ o

- .trmei mes'

’ e_rcentaﬁes and Number
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i rhws r_ontexL it is to. relevant {0 state that I1BC is a

new wncept evolved with a certain objects to achieve -

in ﬁnanmai sector and timelines are one -of most
1mp0rtant_lfob3ects to be achieved in resolvirg the

1ssues Resclut;on process under ‘IBC ‘involves two

dszescnt phases n the first phase every effort has to .

be made__ by Lhe Bankers in Clight of . various
instructions/guidelines issued by RBI from time to
time, in o_r'der to find a solution for insotvency of a
Company/(ﬁorporat@ Debtor within a stipulated time,
fallmg; wtnc.h leads to Bankruptcy triggering the
-Compdny for 1qwdat10n‘ ‘Ultimately; the Adjudicating

' '-_Authorzty is also under’ legal_mandate first-to evolve a.. e

. _gsmtabl ¢

~ and it is:

"_optmns. "1'labie for 11, tomrder for liquidation:

"_in order to resolve Lhc 1ssue of msolvency, 1t 15-
'nec«essary’ {0 bank. upon various gu1delme! c1rculars

- 1ssued_-b 'RBI from Umeito ."Lime 50° 1t 15 nc:rL out of._

”"'_i_cu'ontext to

| ":'.:'3RBI as d}scussed abcavc ___.Thc. C.OUﬂIISeL {or.'the lead.-' |

'“bc_mk_er- also submattcd “that the Commutee of

o lhat of_ Resoiutwn Pkan 15 km Ito _\_AP.“

_ Adjudmatmg AULhOFlty spent consrderable
and heard the. matter:on.03:11 201? and 06.11.

"on Lwo occamons on each day j.e. tosensure. that the -.

luuon 10 resoLve" nsolvency of a Company:. |

ly" 1ast and fma phon aft(—er exhaustmg al
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Debtor 15 being ‘revived rather than .going for

11qmdat1on < As generally kniown, in most of the cases
the llqumatlon vatue:. will not match with the
outstandmg loan . amount {including  interest)

e-s,pe.cz_all_y_ 1__r_-.1_ lhc case of distressed sale.

IBC Code:

a,  The main preamble of the IBC is the resolution
of the Corﬁ)drate Debtor rather than the liquidation of
the Corporate Debtor,  As per the stringent stand of

__these 3 d}ssentmg Banks it clearly shows that they did

not exmbm posmve approach in revrval of Corporate___.

of’ corpcrates m A ume bound manner, max1m1zatmn;

of value of assets, to promote entreprenc.urshlp,

1tv of credii and baianc&: the:-'-znt@res‘ﬁ_-ﬁf'a“-;' a

The mam beneflczanes of the Code are crodnors_

: mther ﬁnanmai crec:htors or opera’cwnai cred1tors A

__.-of Banks 15 in: lakhs of cro:es of rupees there{ore thc--
- main -Par-i:_'y to the IBC proceedings are Banks and they
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- are ihe major beneficiaries/constituents to utilise the

code effex.twety . However, as. discussed above,

surprisingty: “these three (3) Banks.did- not utilise the
code Lo Lheu‘ maximum. advantage and did nol move
an inch forv__vard from their initial stand.

d. From_f perusal -of the. records, hearings held on
03.11.2017 and 06.11.2017 on 4 occasions, and the
s{ringent sfand taken by the three dissenting banks,

the Adjudwcatmg Authority is of the considered opinien
that the functmmng of these 3 Banks prima facie do
not adhere to the preamble of iBC, initiatives of
Government/RB! in Restructuring Bad L.oans, and.also
“as per. theur mternal pohcy, maximlsatmn of wealth, .

"_baiancmg Lhe znterest of stakehalders, 1mportance of

--_-L1mrz lmcs and promong entrepreneursmp etc,_,_

therefore, . functlomng of these ‘three. banks _
csolvmg bad {oans. deserves 1o.be. scrutimzed by the
RBi, who 15 ‘the reguiatory authority. f@r the Bankmg_...__
sector, - - ' |
5 Adj :"dxcaimg Authority e
| Shn E 'Ajay:_-.Reddy, Corporate Apphcant L

© U h v K Saﬁth “learned counsel for-Indian Bank, Shri.

B, Praveen Kumar, - (earned counsel for. IOB a BOM

CPre ‘% V Rdmakrmhna learned counsel for Ailahabad_.'

‘Bank, Shri CB Mouti, IRP Shri Deepak N, BhardwaJ, ZMM L

(Bank of ‘Maharashtra), Shri D. Venkata Ramana,
: -_Z'M(ln'c_iian:._Q;\_’e__r_.s_.gea_s,.Baﬂ.k)_, Shri, .M_._.-Prabhé.karé Reddy;__
CAGM(Indian - _:'Bgl'n_k),j:.-_-.-S_h_r_i Jayakar “Rao, . Manager
-.-.(G.rsi.enta_l;.Ba_nk;;é)_f_._-;C_g_mmg:n;;,e) Shri T, Arayind. Kumax N




were hcid n 4 occas;ons

B _in@_t__ less
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Chief Mandger (Andhra Bank) Ms, Y. Srilatha, CM
(Law}(Andhrd Bank), Shri D.S. Murthy, AGM (Allahabad
Bank), Shri Sajan Joseph, CM {Law) (Indian Bank), Shri
8. Ratan ;Kum_ar, G.M (Central Bank of Ingia), Shri Y.
Anil Kumar, AGM (Central Bank of India) and Ms._
Renuka, CM (Central Bank of Inaia),

b. The case was listed 'before the Ad]udmatmg
Authority on varioys dates viz., 10.02. 2017 13 03 201!
21,03.2017; . 02.06.2017, w 07. 2027 7.07.2017,
27.07.2017;, 28072017, 15.09.2017, 03.10.2017,
----09---10».205:

~On 03.11.2017 and 06,11, 2017 heamng,s o

€ in the lBC a.t various places the word “may” 'and
-“shail" a;e used However Sectzon 30( ) states thaL

the C(}C may approve the resolutmn pi'm by a vote of

. __:F.u_r_ther, __un_{_;i_é__r_ 2

_'.f“1f Lhe' adjudmatmg d ority 35, satisfied

| Therefore we are of Lhe consndered wew that aven

nay approve a

' :ess than 5%‘01' the votmg share, a dlscretlon i gwen
_ ?to the Ad]udlcatmg Authm zty to dpprove the Rcsmluhon

--Plan

0.10.2017, 02.11.2017, 03, 12017andon

" an 5% ‘of - votﬁg_' shares of Lhc financial - -

_ 10n' 31 it 15 prowdr:d Lhat T

resolutzon plan wuh not-_ e e T
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d. Even Sub-Section {2) of Section 31 of IBC gives a
discrefion 'a."n'y' power to the Adjudicating Authority to -
reject'thé'fésuolu'titm plan ‘even if it does-not confirm
o the reqmrements referred to in Sub-Section {1).

This Sectmn also used the ferm “may”. instead of

"shal{”

e, Theré’fore, a parémount du‘ty is cast upbn the
adjudi_.catiné_ authority while approving the resotution
plan .he_h'_as:f_ 10 exercise his judicious mind in the facts
and circumstances of specific case, to consider the -
spirit of the code and to. grant due consadc ation for
the souo economm beneﬁtlcause etc As discussed in
"'--pre pag,eb, Lhe Corporate Debtor 15 Lhe only maJor--‘.'--
" '__'company 51Luated m Nalgondd sttnrt '
f. in our view, Lhe presc_nbed percemage of ?5%_-' "
_ need not DL stnctiy 1nterpreted as per 1he Compames
'_'A_C_t__. As. per Sub Sent;on 2((:] of Sectmn 114 of the-"_"
Compames Act, 2013 a Resolutzon shal be a spemal::_”

__resolu!,mn when the _v [

- of Lvotes,

R ':r%j_em.be_r:s -so enmled and vo.tl__n_g.-_

: _c_ast in. favour of Lhe’_'_ -

'-'-'-'-:_1m§30rtance raLher than the 11QU1dat _n Conmdehng the:"..'f_ S SR B

entire, facis of thlS partxcuiar case as dmcussed supra;
the Adjudxcatmg Authorzty after conmdermg varlous'

prc-amb es of IBC approved the reso[utmn pian as

- submitted by Resolution Prof._esswna_i which is having -
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'conc_ur\-r.enjcé_i._a_;ﬁp._r@ya{; othe ma}omy _ "'l_.'r;'é'n'd'_"erls' in
number and also. percenﬁagc bf vori.ng rights Thdugh
the d}Sb{.ntmg Banks did not approve the resolution
pian} Lhe shorL/want of percentage of voting share
was just B 3%% as plescnbed under ~the Code and

consucier ng the balance of - interest of all- the.

5takeholdcrs bemg, one of the ‘preambles of the code

as das.cuss;gd in detail supra, the Adjudicating
_Au_thori.-t-y- Was of the view to approve the resolution
plan, ‘ B
g It is truc that Adgud:catmg Authomy cannot act
mechamcally basmg on anthmemc calculat;ons whmie e

_.'conszdem ; Resotut)

| L_a_n and it | has to iake into

_'_.conszdera on' arzous"'-cnrculars/gu____ elmes 1ssued by-' E

-..-RBI from _to -tzme economy of the. Country, socwl:,_.__
- obligatmns cast on 1.!1@ part of Govomment Lo Lreate-'.
: cmployment Iura development ' lt 15 noL out of

place to mentzon here thaL Centra Government af;_

womr\g mvestors..._'_e._ o

Telangana State, as expiamed supra? S0 n, is. boundcn_

o duty of Ad]udmatmg Authorny 10 analyze the issue. in.

_-:3:quest1on m wzder;‘ macro prospectwe and transparent

way.. ralher in ‘f_a mochamcal way dependmg DN

'percentage or Lhe word ma;gu as used in unde; SeLLIOH




o he {aw and its appf;ca on. 'by rule or distre

 which.

o 'Ieg:siutors :

o "'funcrlon as the doing of something i
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of 30 {(4). of 1BC 50 as to bamnce the interests of all
the swke holders suah as Pmpioyees f,redztors, pubhc o

interest, economy, ruml deVPlopmenr etc.

h. It is also relevant to point out here the
observation .of - Hon’blg Supreme. Court 01’ Ind:’a in
Jamaluddin Ahmad Vs Abu Sateh Na_;muddm and
another wh:ch is extrocted as follows: the relevantm'

phiter or ratm

‘14, The }udma{ funchon entristed to o Judge 1s
inalienable -and differs from an administrative or
ministecial *: function. which can. be delegated or
per]o:mam:e whe:eof may be secured thmugh

"-_auiharizatwn. e BTN I TP

‘ “T he jud‘ i -f_unc Jon consrsts m lhe mterpretatmn of

focts Of “particular - cases,.. This... involves the_-___.._
_ascermmmeni of. }’acts in dispute accord:no to the aw'
of -evidence., The organs whith the State’ sets up to
-exercrse the Judmaf functmn are called wurts of law-
or courts ‘of justice: Administration: consists of the
'_"_'_'operat:on.s, whateve,' their intrinsic. nature - may. be,._'
B performed by admrms ot 530
_'-;'-admmastr ors qre all. Stare officials >iare neither
nor- jUdQE’S '(See- - Constitutional . and.
_Admrmst;aLWQ Law, Phitlips.and Jackson, 6th £dn., p.

ion to the - -

43,3 -P.-Ramanatha Alyar’s Law Lexicon: defines judicial -

in the course of an ‘action “in court' P 1015}-“78.. S

-dJSthUGn beiween “Jud:cmi” and. “mmrsterm{ acts

-'.If a Judge dealmg wuh a partrcu{ar matter has to
exercise. his discretion. in mvrng at a decesron_, __he s _

acfmv )udicmuy, rf on the other hand he 15”’merety'
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fE’QUH'f?d io do a partrcuiar act-and is-pi eciuded fr om

entering mto the merits of the matter, he s said to be

acting mm:ste:.wauy (pp. 1013-14) o
Judicial funcrron is exercised under legal authority to
dE’C?dE’ on ﬁthe drsputes, afrer hearing. the partres,

o making an. enquiry; .and the derrsron

affétts”fhé rights . and obligations of the part:es.
There is a duty to act Jjudicially. The Judge may

construe. the law and apply it to a particular state of
facts presented for the determination of the
controversy A m:msienat act, on the other hand,

may. be def med to be one wh;ch a pe: son performs in

._a gaven L- te :of fucts m a prescr:bed manner

? ﬁ_'-anythmg more. WOuId 'mean “gelivery of "'e eci;on"-*f-"'-

pei:twn to the ngh Court through one of its of frcers

':behalf of and for the ngh“. Coun‘.
_eiectwn pet;tron pf esented undef Secmon 81 of rhe

' _'Act is.cer mm{y not a }ud:crai funcimn whwh needs to
'be per}’ormed by a Judge cz one There rs no drscrerron
“in recefving an pfecimn petmon An. eiectron peut,;on SO S

when presented, has to be received. It is a simple,
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definite. dury The date and time of presentat:on and
the rzame of the person. wiho presented (with such

other partmcufars as may be prescribed) are: fo- been .

dorsed r:uiy and mechamca!!y on- the document

presented It is a ministerial function simpliciter. 1t.

can safeiy be ieﬂ ‘to -be performed by one of the

admlmstratrve or ministerial staff of the. High Court.
which is as much a part of the High Court. it.may be
delegated . ‘or be performed - through . someong

authorized.

i - In Lhe matter of Prowess 1ntemataonat Pvt g
'-'Ve. Parkeu Hanmfm india Pvt Ltd the ch t)le NCLAT-"*-

_Prq_c.e_s__s_ As ot_a recovery proceedmg ,o ._ecover the'*"

6. Bankmg Sec.tor, o _.

: .__.As s:eneralty known m Lhe Bankmg _Carﬁorat@ : ector - o

At any comprom se has t{) be arrwed at e1ther party
__:'walL mcur a lossfforgo Lo r_ertam extent' in ‘the

_process. of negotlatlon even the aggrleved partyp’ the

_ _-.__;iendm a so has Lo quoLe__ Lhe aaceptable amount of




. to/absorb

L ﬁ.}'._f_mtcr\est}
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;:aetucmen with ai;tendmg terms and cond}twns to
resolve th_: _ o
However, :\._;‘1 the métant case, strangely ail thc, three
{3) Banks d d | noi quote- the acceptable amount of |
--settlemen - Lowards OTS, rather Slmply reaterated_
that. the arﬁount quoted by the Corporate Debtor 15'
less, _ o

We a_._lﬁ_o recognize the fact that each B_a_nk will
have its own internal policies, profit _margin' étc.,
based on employees cost, cost of borrowing, mternai

rate of retum own business. strategy etc Howeve

in the mstant matt{,r, when more ‘Lhan 2!3“‘ of voimp e

' "totally dxffcrent stand

also: qmte common,.m the Banklng mdustry__.:_._-

rtam_ 1osse5 ﬁ the'__:_'_ompaa "

_.'._-_M_.]noi: ciomg well“ AL ihe hmrf of |evw;:alfréso utxon ;Jlan G

1he exact

Asper an artic ' n__Econom;c

the mdustry 15 . - o

Tl the compames Lhe Banks in genera{ Wlil ﬂot get :
_..OUtStaNd]ﬂg amOU_ﬂ{‘, [u {lnclud}ng__;__

_ -newspaper:d'ated 23,11, 2017 Rs 33, OOO Crores were_ -

- .wrztten off by the: Banks 'k 2“‘1 quarte: of 2017 apd -

S iew tha ‘-hé"

| "iRs 3 2 kakhs Crores loans wntten off.- t:y the Banks an |

"-the past" our years. These ﬁgureq aiso supporL our

sautstand_"f_g ' es.

'Banka ncrmaliy may ﬂot' recaverdts 100%'_'.?_'1'.'” R
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We aiso faltod 1o understand that these three'”

Public Sector Banks did not. exhibit even one perccnt .
concern Lowards secndl obgect of the. country .e. they
have Lotauy 1gnored 4b0 empioyees employed il

recem ly by LhL company and their famxhes, number of

indirect employment!beneﬁmanes generated by the

Corporate Debtor in the remote village. As per the

balance sheet as at 31.03. 2016 the corporate debtor

had revenue from operat ons of Rs,64.46 Crores and
for the year ended 31.03. 2015 {for 3 months) had 3 |

o :c=venue of Rs 76 66 Crox es.

Tha, Bdnks mspite of consummg entire tnne l1m1t;

| j_the Resoiutlon Pian ln Lhe abov' :
'Adjud catmg Authoraty would L}ke todmpress upon alt-’r "

'__the financial cred)tors 10 erlctl-

'mply.mth the t1me o

- the Preamble of the iBC Wi {l*"be lostf purpose -f.or whzch E :: B

N _-the code was promulgated will not be: achleved

Adj.udwamg Authority aiso had;.an_:-;oppormmty'f_
to have & qun:k glance of the annual report of Central -
B '-Bank of indla for the year 2016~ 47 “For: the bencﬁt of
Lstakcho ders important/re evant poztmn of speechif'-'-“'__.'__' R
of CMDof sl ‘addréssed to the ‘sharefiolders are’ O
'added; quoted The Bank c.ontmued ta strategaes usi“
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: resuit_

durmg the year, -Cash recovery. mcrcased to Rs 2378
Crores m I:he financial year ended 31.03,2017 as
ccmpared to Rs.1287 Crores in the previous financial
year .ended 31.03,2016, registering a growth of
84. ??% Thc Bankmg mdustry faces chaltenges from

mountmq NPA and ResoLut on thefeof. Further, he

also sLated that IBC, 2016 should speed up the

_recoverv I.')fOC'E‘SS

Asset quality has been the concem of the Bank
for 1ast c _ple of years Net NPA 10 net Advances

- .for NPAS for the year endmg 3.____.03 20‘%6 an amount of_ _
| "--Rs 4, 913 Cmres and an amount.of Rs.6,216 Croves for
the yeal endmg 31 03 201?‘ The RBJ has ‘also- revised

Department and Recovery Dopartment the same

';-'endcd 31 03 201? 'an- amounti‘of Rs f: 219 53 Crores. . L

owas. shown as bad debts wnLLen offfpiovmon jh .

o ".""_"'_resoect of NPA
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Letter from Managing Director ~and  Chief

Execilt'ivé' O'fﬁciér' of "iih'e"‘lOB Cwhile presenting ‘the

Annuad Report and fmanczal statements for the year
201617 atso stai.ed - '

a) . The biggest economic challenge facing in the
- banki ng system is dealing with Loxic assets 1o _'

' -'-’t:hé'f”tune of Rs,7 takh Crores, Stressed assels,
-.\',:vh"i_ch ihclude bad loans, restructured debt

and advances etc,, have risen.to above 17% of
the total toans. -

'h) --The Government.. through an. ordinance_ :

S ;plowded the. RBI wath powers to intervene a S

L '-5:=--"resoluuon of- NPA RBi lowered the thre%ho{d

o --.3f-'_':._‘Lhe “joint {endc,._

R ;_resglumorz process

or consensus req_uured among Lhe tenders m._ L

fmum o approve Lhe:_': o

c)l\iet NPA. s "Rs; 1_9749 Crores w1th ratu:a of.'_.__. R

--_-:;13 99% on-31.03.2017 against Rs.19213 Crores

. financial .year. 2016 17 -as. against Rs.5872

the. recovery' of arounci _Rs 3710--.'C.r0re5 | forf:_” R

o G O_tf.g.f;_.-‘_fq_ij_:f.}_f}__a__ng};}l_._y_e_g_r:_ZQ_'I.__S__ %o




Page 82 of 100

“Targeting substandard assets with special .

. :%_-;thri,]'s_t -}_.{J.i__'\-_- recent Siippdges 'IOr‘
~ “upgradation.
. n) .:_._Ezilq-te_nse focusing_on NPA accounts, sole

* financed accounts, .CoNsortiums. accounts

where we are the Lead Bank, chronic
NPA accounts where provision is 100%,
NPA -accounts where migration provision
is {ikely-in 2017-18.
' 'iﬁ) Effecting recovery: through Lok Adalats,
; 'j:"!_f' -Recovery-(:amps ‘Recovery drives etc....

"--‘--}-if\f)_f-;;-:Recevery cym Fesolution in NPA accourzts_ -

/)< Out' Reach_'program 1,0 reach out Lo NPA :
borrowers by Lhe l:)ranch Leam o
w} :--'Spemal full Lme Recovuy Teams with 10__-_-:_ :
. 1015 members m cach regi ion.

vii -"""Andrmd aPP wsth “NPA deLalts” to. each_.._-

. Three d1sseratmg Banks subm;tted that the__
: -:personat guarantcc of thc promoter the: guazantee :

- given . by the other ‘corporates - have. not -been

wlth'functmnal umtsfconhnumg actzwiy e

ey *}--_-c:ons1dered by the resolution meessaonalim the OFs i [

"'-Scheme However we are of the view Lhat even the IR




lenders eit!

S _--Varlous {;ovcmment agmcaes!semce 1

"'-'-'_'-opportumty, so__ao econemic objectwes E
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tead -b_an.ki-o%’; the consortium of Banks i.e. Indian Bank
' and other PSBS and ‘even the Private Sector ARC have
not stress‘_e&':'dnl"th‘is issue. - During the hearings held,
the fi;'zanciai creditors have orally indicated that even
if those gu:éi_r"antées ‘are considered the .same is not
more thaﬁ '-{Rs 30 Crores --appl'oximately, which should
ot deter the ‘current OTS proposal. . Having seen
merits m Lhew submissions, the Adjudicating Authority
is of the -.v1ew that the personal guaraniee, the
guarantee -given by the other corporates can be
suitably dealt with by the \enders -as: per -their loan

agreeme’hts‘in addition to the current.OTS. Scheme.

'- -_-_.match th

in ‘most of- £ases,;: the. hquadatmn value may. not
:L'ual autstandmg debt amount and Lhe___.;_’- e
ef_ PSBS, Fmanczal Ensmtut}ons, A"CS'_ el.c

‘have to absorb some tns::es and in: reahty, have been

: '_absof bmg some iosses or to takc some halrc.ut “Fven,
‘the Govemment both Central and State. aiso forgoes -

thmr dues espematly tax: dues} other . payment Lo

rov1ders ke U

1ect.r1c11.y, water uarges etc Therefore, sacrmcmg'...f. S

' "__"-some amount of loss for: revwaume resolution plan fe R T

____part of _thc_ Eendcrs conmdcimg the empioyment

- the valuahon camed out by two registered valuers,

the hqmda*uon value is. apprommately Rs ?60 Crores,_ _

":whereas zn the rewsed 0TS scheme the amount--;

'proposed 13 Rs 600 Crores, which is apprommateiy 79% -
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29. 1t is necessaryio advert to° the cantentmns of ihe three.

d:ssentmg fmanczal creditors/banks for non-approvat of

the plan "':'_'1e 108 represc-znted by Shri D. Venkata -

Ramana, 7M has filed an affidavit 1o reject the Revised.

Resol utlon PtanfOTS oF Rs.600 crores. Yo reject the. .
plan,. ‘he has stated that as per their recovery policy,.
any OTS tc: ____be accepted to be pau:l by instaliments
should not exceed the period of 12 months and the plan
exceeds 1;_2 .;nm_n__t_hs, “which is not acceptable 1o his
Bank, ’Thé:‘ amount -of Rs.600 crores is very. less
rompared to the d]StI‘GSS value “arrived - at by .two-

' valuers The | esoiutmn Professmnal du inot. samsfy the .

- --source of'funds required for. Lhe proposed__:__pay out il

| "--"-_"/OTS He. dld"not consldel the aspecL of_{lnte' ectual s T
- Property R]ght value of trade mark "KSP” Atss further:

-s_t_at__ed._..th :'here 15 every poz,ssb aly for FG‘Vng Lhe_ :

-__.'-banks, "'namety Central Bank of India Bdnk of .

_ -Maharabhtra have also ta'_:en snmlar stand wnLhouL ﬁhng"- B

L any suppoerg documens
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e ap;)ears “?thah some of the issues {intellectual

1"'hi.5, source. of funds) are. raised by 108
only he -affidavit . submitted -before. the
/\djud'icaimg Authomty, but - those. issues were noL

_d1scussed m fofe of the 9.CoC meetings held. The

Bank submi__tted,-‘an affidavit by raising all these jssues

which ‘i ot -expected to. be raised  before this
Tribunal and the Tribunal is also not exp.éejt.ed 1o
adjudicate on.each of these issues.  Though he
submitted that RP has failed to consider the aspect of
intet tectual' Property Rights (IPR}, 1t is. worthv?hiLe fo._

add thali the Balance Sheet of Corporate ! Debtor . as at____ _

- 31,08, 20: 6-}d'd ”Dt Contam any. Amount towards IPR_

o L henef_-o_rg.-_,

fmanual creditors should have Laken up the 1ssue thh PR

_ Lhe Resoluhon Professmnal and m the CDC meetzngs -

_' ____'-Group of Compameb to mfusa Rs 150 Cmre”.as an.'z
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can be seen from the above ciiac:ussmns
{BTS Scheme 1s yet to be approved,

Lhereiore it wauld be d;ff:cult to firmly -tie up the .

prefercnce sharccap1LaL, o

entire source'of fund:: reqmred in ‘the absence -of - -

approvai granted By fmdnmat credltms

The subm1ss1on of the 10B that the Karmineni
- Group also' has medical college, other educatlonal
mstatui]ons may not bc of much relevance until unless

Lhey are guarantors Lo the corpmate debtor

fﬂdav;t -'hc '-also--questwncd_ that when EERET

-'-'.Further-n.-.zs to be add:.d that at tms }uncLure, lt 15 oun '
.duty 1o pomt ouf that as per the: darectmns! mltiatwes

| _LIrmt d wh'ch are_ m the steel 5et.tcr Fhéi‘éfbfé'

éx'p.e'ctéﬂ',} |

Evan i

"---the afﬁdam f&led by the iOB ddted___ o

" [06 11 201? aﬂd 10 11,2017, they have rmterated that
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Lhe OTS offer can- be .substantially in?;reased
however w1thout substantldtmg Lhe ‘amount t‘xpected

ﬂom the Co; porate Debtor

IDB also subm1ttLd Lhat the report m‘ RP may
need to. be revisited.  Af this. ]uncture ‘:L is to be

stated LhaL even the extended time ime PFESCrlbe Qi
Section 12 of the iBC expxred “on 07 ﬂ 2[}1? o

Therefore the submission 1s without any merits, as
stated supra one of the objectives of the 1BC is 10

resolve Lhe 155u9 in a time ‘bound maniner.

He hsmseif v1de his afOI”E'SEild affsdcmt stated

~that unit-is closed from August 2016_ onwards and:'_f R

: -__-further Lhere is every pnssablhtv of "evwmg of. the

. "(‘xcept for onei. e“zf“’ Co -Wh](.h is: -;also

“more ‘than 75% of CoC Upon perusal of the"

_:_proceedmgs of the COC, 1L shows Uat the Resolutmn

fProfessionaL has prepared the resolut]on plars in

Were. s ) " )




o .recnrds Shi
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:_urms: varlous COC meetmgs and at
;rewsed the pLan. Ultimately, the present resolutton
plan wzih O'I':, of Rs,600 croves is accepted by five

banks..

_ At 15 aiso {0 ‘be mentioned here that there is a-:_
: .quorum pre cr}bed for. :meeting of .CoC and all. the
meetings .- f CoC satisfy the quorum and thus
committed ;1__5 competent to take appropriate decision

and -all --thefrmembers.of Caommittee of Creditors are

supposed to attend the meetings -with. appropriate

However,

~mandates - from - their - headquarters. .

g ules ___u;deLmes as followed by the

r.'fw “bank who




Page960f200

“also allows a digsenting financial, creditor to exitat -

the liquidation value. . . '

it is not m dlspute that 1BC i the mly aktematwe'
debts of any F‘manmal Cred1torf Operatmnal Credltor
under sectaons 7, 8, S & 10 of the Code. The

Contentmns ‘of 3 “dissenting Bankers as they would

resoft to: othm {egal proceedings’ under-cther laws.to | .

recover t-he'-'dues 'from the Corporate Debtor is nothing . .

“but non- apphcanon of -mind and-they have: miserably. :
: "-'.'--';fasled _avail the oprrLumty:-:‘:p.rowded \u_nder dhe e .

Th'ey have not . ceme;._____. L

_ _.remedy'_'f._ﬁ;'-__- ':_':ﬁ_ |

| .."._Resotutlon plan contams all mandatory prowswns and'::"{ -

'_:'-_..;:'.the Resoi tmn Plofesmohai folibwed all ‘the extani?'_ o

.._:._'_'._..ﬁ.i:'rowsmns 01’ IBC 2016 rules mddeit'here "under and e
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©IBBI Rulé‘s’;} 'F'ﬁgulétio_ns apart-from following. Prmuples .
of 'Naturai Justice. The Resolution plan in question is
aiso prepafed based on information memorandum,

The Resolutmn Plan also provides all the required.

S S mdndated under Reguiataons 37 & 38 of
IBB1 (IRP for Corporate Persons) Regulations 2076. -

in the a'?f'of:es'aid facts, provisions of. JBC and law,
‘;akmg a. practxcal approach considering the place in

whmh the Umt 15 s:tuated to meet the ends of 3u5t1ce

bearing L

followmg

bmdmg-_-_.--z-_on Lho Corporat(.




_.'ernpioyees, members, credn;ors, guarantols and

"workers) before sLoppmg the opezatmns of the
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We. dk 0. hereby dlrect thc Corpo:ate Debtor, as:

plomrsed by the Managing Dzrector 1o remstate

all the 450 employses, who were on the rolls of
tne Companv (both skilled 325 and unsm led 125':'*’

Company, however, subject to their

eligi_!:)_;ili;yf fitness; .

We dwrecL the corporate debtor to. pay i,he amount_

0 the rewsed OTS schemc Smr.e total clues 1o

_.,_._-;operahmal rredlt.crs 15 :Rs_ 14__36 crores ouL of__:

':_'forward al records re{atmg to the c nduct' Qf o

e :'_ takcho\ders involved in the resolution plan,

i
®
i

ss- and the-'
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7) The pa; twes are 2 L hberty Lo make m;sgeilaneous
Company Apphcataon{s) in order 'tc;_ seek
aLanﬁ_;;atgon(s_} if any, reqmred in implementation

of the e"éo.l.uhp.njs plan.

8) Mo o._r't_'ie as to costs.

Before parting Wifﬁ -th:i's“ 'Q::'n?d'é-r", we would like to express our

views as deta,uezi below for appropmate guadelmesf--

instructions.in wlvency process

o in.order: to avmd dlfﬁc,umes fac,ed in. the mstant L

'_Corporate Insolvency Resotutlon Process u wou d be o e D
...appropr:ate for the authontmes 10 hsue necessazy_
: : __gu1delines _espema lly for. the members of Comrmttee
of - Crecht 5. to. aiftend those meetmg(s) wzth full

"_meetmgs of Cmmrmttee of Credltors

'_'Further, 'i'r'a wew ofiheabovedmc stns, the = el s
_-_'.functmm ng . of Lhe threce dlssenung Banks pamely ..

“indian Overseab Bank, Centfai Bank of india, - - |
'?-Bank of Maharashtra {n-- resoivmg Cthe. badi

ioans A NPAS deselves o be'carefully scrutinized.
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_ 3] "er antf [lh{?i cfo:e__
_ we du’-.ect the Reqm*ry 0 ;Orwa:u a f.opy {}f thl%
o orde to :he Gove nor, RBI Mumu

I S

RAVIKUMAR DURAISAMY - RAJESWARA RAG VITTANALA
MEMBER (TECHNICAL) “MEMBER (JUDICIAL)




