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BEFORE THE HON'BLE NATIONAL COMPANY LAW TRIBUNAL,
HYDERABAD BENCH - 11
I.A. No. Of 2023
In
CP (I1B) No 252/9/HDB/2021
In the matter of Saibhaskar Irons Ltd
Between:

Dr Kondapalli Venkat Srinivas

Resolution Professional,

Saibhaskar Irons Ltd

6-3-249/6, 4th Floor, 402,

“Alcazar Plaza & Towers”, Road No. 12,

Banjara Hills, Hyderabad - 500 034 . Applicant.

Vs

1. Mr. M. Chaitanya,
D.No.3-1-3 and 3A, 3rd Line, Rajendra Nagar,
Guntur Andhra Pradesh - 522006
md.sbirons@gmail.com

2. Mr. RATNAGIRI BABUMADALA
D.No0.3-1-3 and 3A, 3rd Line,
Rajendra Nagar, Guntur
Andhra Pradesh — 522006

Respondents

APPLICATION UNDER SEC 43 OF INSOLVENCY AND
BANKRUPTCY CODE 2016, and Rule 11 of NCLT Rules, 2016

l. DETAILS OF APPLICATION:
The applicant herein is the Resolution Professional of the Corporate
Debtor appointed by this Hon’ble Tribunal vide its Order dated
19.06.2023. The instant application is filed U/s 43 of | & B Code, 2016

seeking appropriate relief in accordance with the provisions of Section

Signer ID: NGYMU75G11...


mailto:md.sbirons@gmail.com

44 of the same. The Address for all communications to the Applicant is

as mentioned in the cause title and email: cirp.sbil@gmail.com

. DETAILS OF THE RESPONDENTS:
Respondents are the member of the suspended board of
directors of the Corporate Debtor who, along with other directors
are responsible for the management of the Corporate Debtor.
The address for all communications to the respondents is as

mentioned in the cause title.

I1l. JURISDICTION OF THE BENCH: -
The Applicant declares that the subject matter of the application is within
the Jurisdiction of this Hon’ble Bench.

1IV. LIMITATION, IF APPLICABLE

Not Applicable
V. FACTS OF THE CASE ARE GIVEN BELOW:

1) An Application was filed by M/s Steel Exchange India Limited u/s 9
of IBC, 2016 on 02.09.2021 and after prolonged hearing and
submissions of both the parties, this Hon'ble Tribunal vide Order Dated
24.04.23 ordered for commencement of CIRP in the matter of M/s Sai
Bhaskar Irons Limited., appointing the applicant as Interim Resolution
Professional (IRP) and directing him to take necessary actions in
accordance with the provisions of IBBI. The said order was
communicated to the Applicant vide an email dated 03.05.2023 by the

registry.
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2) Itis further humbly submitted that the, the COC in its first meeting has
appointed IRP as RP and the same has been approved by this Hon’ble
vide its Order dated 19-06-2023.

3) It is further humbly submitted that the respondents being promoters
and directors of the Corporate Debtor, they are a related party as
defined u/s 5(24) of IBC, 2016. The date of initiation of CIRP being
24.04.2023, the look back period for preferential transactions u/s
43(4)(a) is 2 years prior to the commencement of CIRP i.e., 24.04.2023
to 23.04.2021. A copy of the list of directors of the Corporate Debtor
downloaded from the MCA Website is enclosed as

Annexure — 1,

4) It is further humbly submitted that, the respondents have been very
selective in extending their cooperation to the applicant in discharging
his duties in accordance with the provisions of the code and rules and
regulations applicable thereunder, resulting into delay in filing of
applications reporting existence of transactions attracting the
provisions of Section 43, 45, and 66 of IBC, 2016. Further, the
applicant had, vide IA No. 1089 of 2023 filed U/s 19 of IBC, 2016,
sought indulgence of this Hon’ble Tribunal for appropriate directions
to the directors of the Corporate Debtor and the same is pending
adjudication.

5) It is further humbly submitted that, while going through the books of
accounts made available to the applicant, it was observed that, the

respondent No. 2 had, during the look back period, withdrawn huge
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amounts that attract the provisions of Section 43 of IBC, 2016 and that
too just before the Order of admission and commencement of CIRP.
The details of the amounts withdrawn by Respondent No. 2 during the
look back period before commencement of CIRP and after
commencement of CIRP are as under:

Amounts withdrawn before commencement of CIRP:

Date VNo Particulars Amount (Rs)
20-04-2023 BP-24  The Karur Vysya Bank Ltd 5,00,000
11-04-2023 BP-22  The Karur Vysya Bank Ltd 1,00,000
11-04-2023 BP-19  The Karur Vysya Bank Ltd 9,00,000
06-04-2023 BP-17  The Karur Vysya Bank Ltd 30,00,000
06-03-2023 BP-14  The Karur Vysya Bank Ltd 12,00,000
17-11-2021 BP-86  The Karur Vysya Bank Ltd 30,00,000
30-10-2021 BP-80  The Karur Vysya Bank Ltd 30,00,000
16-09-2021 BP-76  The Karur Vysya Bank Ltd 10,00,000
21-08-2021 BP-67  The Karur Vysya Bank Ltd 12,00,000
19-08-2021 BP-65  The Karur Vysya Bank Ltd 5,00,000
19-08-2021 BP-64  The Karur Vysya Bank Ltd 20,00,000
13-08-2021 BP-61  The Karur Vysya Bank Ltd 5,00,000
09-08-2021 BP-59  The Karur Vysya Bank Ltd 5,00,000
30-07-2021 BP-50  The Karur Vysya Bank Ltd 9,00,000
29-07-2021 BP-47  The Karur Vysya Bank Ltd 10,00,000
15-07-2021 BP-41  The Karur Vysya Bank Ltd 5,00,000
13-07-2021 BP-37  The Karur Vysya Bank Ltd 5,00,000
13-07-2021 BP-35  The Karur Vysya Bank Ltd 10,00,000
14-06-2021 BP-31  The Karur Vysya Bank Ltd 20,00,000

Total 2,33,00,000
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Amounts withdrawn after commencement of CIRP:

Date Particulars Amount (Rs)
25-04-2023 The Karur Vysya Bank Ltd 15,00,000
25-04-2023 The Karur Vysya Bank Ltd 25,00,000
26-04-2023 The Karur Vysya Bank Ltd 30,00,000
28-04-2023 The Karur Vysya Bank Ltd 33,10,000

Total 1,03,10,000

6) The cumulative total of the amounts so transferred is Rs. 3,36,10,000/-
(Rupees Three Crore Thirty-Six Lakhs Ten Thousand Only)
Further, on 17.12.2022, the respondent made a payment of Rs.
20,00,000/- to M/s Lotus Trading Company via Karur Vysya Bank.
There is no reason or purpose for which the said amounts were
transferred.  The respondents failed to provide any plausible
explanation for the said transfer.

A copy of the bank statement of the Corporate Debtor reflecting the
transfer of the amounts to the respondent is enclosed as
Annexure - 2

7) The applicant had taken the assistance of experienced chartered
accounts to conduct Transaction Audit of the corporate debtor and to
identify the transactions attracting the provisions of Section 43 of IBC,
2016 during the lookback period. The Transaction Auditors had, vide
their report dated 09-12-2023, determined the transactions identified

by the resolution professional as the transactions attracting the
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8)

9)

provisions of Section 43 of IBC, 2016. The complete details of the
transactions undertaken by the respondent attracting the provisions of
Section 43 of IBC, 2016, identified and determined by the applicant
with the assistance of the experienced professional chartered account
firm is specified at page No0.19 to 21 of the said report. A copy of the
transaction audit report is enclosed as

Annexure — 3.
It is humbly submitted that, the Applicant herein sought explanation
for undertaking the identified transaction by the respondent. In
response to the same, the respondent stated that the said transactions
were done by him to service the loans taken by him and used for
company purposes.
It is submitted that the aforementioned reasons provided by the
Respondent are contradictory / bereft of logic and do not satisfy the
Applicant herein as to the why the loans were not taken by the
corporate debtor and why the same were taken by the respondent and

used for company purpose.

10) It is further humbly submitted that, the respondents own and

possess Ac 19 : 48 Gts of land registered in their name which was given
on lease to the Corporate Debtor on which the land and buildings and
plant & machinery of the Corporate Debtor was built / stationed. The
same is liable to be utilized for discharging the liability of the
respondent in following the directions of this Hon’ble Tribunal passed

U/s 44 of IBC, 2016. Details of the said property is enclosed as
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Annexure —4;
11)  Relevant provision on preferential transactions, relevant period for
the same, the reliefs to be granted by this Hon’ble Tribunal upon

recording its satisfaction are enclosed as Annexure — 5;

12)  Itis humbly submitted that from the above facts and circumstances
and the details of the transactions identified by the applicant, it is clear
that, the corporate debtor had been subjected to transactions attracting
the provisions of Section 43 of IBC, 2016, during the look back period.
It is therefore prayed that, if satisfied, this Hon’ble Tribunal may be

pleased to pass orders u/s 44 of IBC, 2016.

RELIEF SOUGHT: -
I. In the above circumstances, the applicant humbly prays that this

Hon'ble Adjudicating Authority may be pleased to:

a) Allow the instant application.

b) Order the respondent No. 2 to forthwith return an amount of Rs.
3,56,10,000/- (Rupees Three Crore Fifty Six Lakhs Ten Thousand
Only) withdrawn by him from the account of the Corporate
Debtor to his personal account thereby attracting the provisions
of Section 43 of IBC, 2016 together with interest @ 18% p.a. till
repayment in accordance with the provisions of Section 44 of
IBC, 2016;

c) Any other order or orders this Hon’ble Tribunal may deem fit

and proper in the interest of justice.
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INTERIM RELIEF:
Pending disposal of this application, a status quo order may be
granted on the property mentioned in Annexure 4 owned and
possessed by the respondents, to secure implementation of the
directions of this Hon’ble Tribunal U/s 44 of IBC, 2016.
DECLARATION BY APPLICANT
The Applicant above named hereby solemnly declare that nothing material has
been concealed or suppressed and further declare that the enclosures and typed
set of material papers relied upon and filed herewith are true copies of the
originals/fair reproduction of the originals / true translation thereqf.
Dated at Hyderabad on this the " Day of December, 2023
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12/12/23, 12:11 PM

Ministry Of Corporate Affairs - MCA Services

12

Ministry Of Corporate Affairs

Company Information

Date : 12-12-2023 12:11:11 pm

CIN

Company Name
ROC Name
Registration Number
Date of Incorporation

Email Id

Registered Address

Address at which the books of account are to be
maintained

Listed in Stock Exchange(s) (Y/N)
Category of Company

Subcategory of the Company

U27100TG2007PLC056809
SAIBHASKAR IRONS LIMITED
ROC Hyderabad

056809

20/12/2007
psureesh2002@gmail.com

P.No.73, Lane No.5, Road No.72, Prashasan Nagar, Near Andhra Bank, Jubliee
Hills, Hyderabad, Hyderabad, Telangana, India, 500086

No
Company limited by shares

Non-government company

RD (name and Region)

Interim Resolution Professional (IRP)

Name of IRP/
RP/ Liquidator

Address of IRP/
RP/ Liquidator

Class of Company Public

ACTIVE compliance ACTIVE Non-Compliant
Authorised Capital (Rs) 37,00,00,000

Paid up Capital (Rs) 35,78,73,700

Date of last AGM 30/11/2021

Date of Balance Sheet 31/03/2021

Company Status Under CIRP
Jurisdiction

ROC (name and office) ROC Hyderabad

RD, South East Region

Index of Charges

LA

Wity
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12/12/23, 12:11 PM

Ministry Of Corporate Affairs - MCA Services

Wh;lhé?)
Charge charge Asset
Sr. SRN Charge Holder Date .Of D?te Of. D'ate O.f Amount Address registered  Holder
No Id Creation Modification  Satisfaction
Name by other Name
entity
Industrial Estate
State Branch,Amaravathi
1 T16559577 10564186 Bank 07/04/2015 - 22/04/2021 60,60,00,000 Road,Guntur, No -
of India Andhra Pradesh,
India, 522002
Industrial Estate
State Branch,Amaravathi
2 T16559064 10175691 Bank 24/08/2009 03/11/2014 22/04/2021 60,50,00,000 Road,Guntur, No -
of India Andhra Pradesh,
India, 522002
Director/Signatory Details
Sr. . . Date of Cessation .
No DIN/PAN Name Designation Aot Date Signatory
RATNAGIRI BABU .
1 01690676 MADALA Director 20/12/2007 - Yes
2 01742431 CHAITANYA MADALA Managing 20/12/2007 - Yes
Director
3 00077044 SAKUNTALA MADALA Director 01/11/2011 01/11/2023 Yes
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5/15/23, 6:50 PM https://ng.frs.com/web_txtfiles/STATEMENT_4856281000000056_01-APR-2022_24-APR-2023_1 84&2&TXT

THE KARUR VYSYA BANK LTD.
BRANCH : GUNTUR - GUJJANAGUNDLA
STATEMENT OF ACCOUNT

INDIAN RUPEES

Messrs. SAI BHASKAR IRONS LIMITED SOD - RESIDENT DEPOSITS
4-4-135, 6/1 CHANDRAMOULINAGAR Period from: ©1-APR-2022
GUNTUR Period To: 24-APR-2023

Account Number 4856281000000056
GUNTUR 522006

TXN DT VALUE_DT BRN DESCRIPTION REFERENCE DEBITS CREDITS BALANCE

01/04/22 01/04/22 B/F... 48,907.16

13/07/22 13/07/22 4856 Charges for SoA OTC reque 11.80 48,895.36
st on-12072022

31/07/22 31/07/22 4856 FOLIO CHARGES 17.70 48,877.66

29/11/22 29/11/22 4856 FT - CR - 485615500001681 000000000114 90,00,000.00 90,48,877.66
1 - M CHAITANYA - KVB

29/11/22 29/11/22 4856 RTGS BRANCH CHARGES 58.41 90,48,819.25

29/11/22 29/11/22 4856 RTGS DR-ICICO000278-ANUSH 000000000137 90,00,000.00 48,819.25

RI TRADERS-GUJJANAGUNDL-K
VBLR52022112989206725
30/11/22 30/11/22 4856 FOLIO CHARGES 17.70 48,801.55
17/12/22 17/12/22 2101 RTGS CR-ICICO000123-MADAL 50,00,000.00 50,48,801.55
A CHAITANYA-SAI BHASKAR I
RONS LIMITED-ICICR5202212
1700236655
17/12/22 17/12/22 4856 RTGS DR-INDBOO0OO46-LOTUS 000000000139 20,00,000.00 30,48,801.55
TRADING COMPANY-GUJJANAG
UNDL-KVBLR520221217901738

67
17/12/22 17/12/22 4856 RTGS BRANCH CHARGES 58.41 30,48,743.14
17/12/22 17/12/22 4856 NEFT CHARGES 29.21 30,48,713.93
17/12/22 17/12/22 4856 NEFT DR-N351220173898106- 000000000138  30,00,000.00 48,713.93

ANUSHRI TRADERS-ICIC00002
78-GUJJANAGUNDL

31/12/22 31/12/22 4856 FOLIO CHARGES 17.70 48,696.23

12/01/23 12/01/23 4856 Charges for SoA OTC reque 11.80 48,684.43
st on-11012023

31/01/23 31/01/23 4856 FOLIO CHARGES 17.70 48,666.73

10/02/23 10/02/23 2101 RTGS CR-UTIB@00O267-SURES 12,50,000.00 12,98,666.73

H S-SAI BHASKAR IRONS LTD
-UTIBR52023021000353154
28/02/23 28/02/23 4856 FOLIO CHARGES 17.70 12,98,649.03
06/03/23 06/03/23 4856 FT - DR - 485615500001681 000000000140 12,00,000.00 98,649.03
1 - M CHAITANYA

THE KARUR VYSYA BANK LTD.
BRANCH : GUNTUR - GUJJANAGUNDLA
STATEMENT OF ACCOUNT

INDIAN RUPEES

Messrs. SAI BHASKAR IRONS LIMITED SOD - RESIDENT DEPOSITS
4-4-135, 6/1 CHANDRAMOULINAGAR Period from: 01-APR-2022
GUNTUR Period To: 24-APR-2023

Account Number 4856281000000056
GUNTUR 522006

TXN DT  VALUE_DT BRN DESCRIPTION REFERENCE DEBITS CREDITS BALANCE

31/03/23 31/03/23 4856 FOLIO CHARGES 17.70 98,631.33

05/04/23 05/04/23 4856 Charges for SoA OTC reque 21.24 98,610.09
st on-04042023

05/04/23 05/04/23 2101 RTGS CR-UTIBOOOO267-SURES 30,00,000.00 30,98,610.09

H S-SAI BHASKAR IRONS LTD
-UTIBR52023040500367074

06/04/23 06/04/23 4856 FT - DR - 485615500001681 000000000141 30,00,000.00 98,610.09
1 - M CHAITANYA

10/04/23 10/04/23 1763 IMPS-310012965559-SURESHS 100.00
-UTIB-XXXXXXXX2679-NA

10/04/23 10/04/23 2101 RTGS CR-UTIBOOOO267-SURES 9,16,000.00

H S-SAI BHASKAR IRONS LTD

Signer ID: NGYMU75G11...
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11/04/23
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11/04/23
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https://ng.frs.com/web_txtfiles/STATEMENT_4856281000000056_01-APR-2022_24-APR-2023_1 84§ZéTXT

-UTIBR52023041000365508
CHEQUE BOOK ISSUE CHARGE
RTGS BRANCH CHARGES

RTGS DR-ICICO006307-MADAL
A CHAITANYA-GUJJANAGUNDL-
KVBLR52023041194793336
NEFT DR-N101230185970852-
MADALA CHIATANYA-ICICO@06
307-GUJJANAGUNDL

NEFT CHARGES

CHEQUE BOOK ISSUE CHARGE
RTGS CR-UTIBO0OO2556-GATTU
PALLI RAMANJANEYULU-SAI B
HASKAR IRONS LTD-UTIBR520
23041900359984

RTGS DR-ICICO006307-MADAL
A CHAITANYA-GUJJANAGUNDL-
KVBLR52023042094951029
RTGS BRANCH CHARGES

RTGS CR-UTIBO0O2556-GATTU
PALLI RAMANJANEYULU-SAI B
HASKAR IRONS LIMITED-UTIB
R52023042400365202

177

000000000142

000000000143

000000000144

28.

THE KARUR VYSYA BANK LTD.

BRANCH :

SAT BHASKAR IRONS LIMITED

4-4-135, 6/1 CHANDRAMOULINAGAR

GUNTUR

GUNTUR 52

Opening B

2006

alance

Total Credit Amount

Total Debit Amount

Closing B

Net Available Balance as of

ok ok ok ok ok ok ok okok ok sk ok ok ok kokokok ok sk ok ok k sk kokkok ok k ok kK ACRONYMS DESCRIPTIONS ok ok ok sk sk sk sk sk sk ok ok ok ok sk ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok ok sk o ok ok ok sk ok ok okok ok ook ok ok ok ok okok ok ok

CSW -> Cash Withdrawal
By CLG -> Clearing Credit

alance

BRN

-> Branch Code

To CLG -> Clearing Debit
TD -> Term Deposit

IB -> Internet Banking

3k 3k 3k 3k ok ok >k >k 3k 3k sk ok ok ok >k >k 3k 3k 3k sk ok >k sk 3k 3k 3k sk ok sk >k >k 3k 3k 3k 5k sk ok >k 3k 3k 3k 5k sk sk >k >k 3k 3k 3k 5k sk ok >k >k 3k 3k 3k 5k >k >k >k %k %k 3k 3k 5k >k >k %k %k %k 3k 5k >k >k >k >k 3k 3k 3k 5k 5k >k >k >k 3k 3k 5k 5k >k >k >k %k %k %k 5k >k >k >k %k %k %k k >k >k >k %k %k >k k

48,907.16
2,11,66,100.00
1,97,00,744.00

15,14,263.16

14-MAY-2023 is :

RD ->
sC ->

GUNTUR - GUJJANAGUNDLA
STATEMENT OF ACCOUNT

INDIAN RUPEES

1,00,000.

5,00,000.

.00
58.
9,00,000.

41
00

00

.61
177.

00

00

91

5,00,000.00

15,00,000.00

SOD - RESIDENT DEPOSITS

Period from: ©1-APR-2022

Period To: 24-APR-2023

Account Number 4856281000000056

Credit Count :8
Debit Count

13611.1

Recurring Deposit
Service Charges

125

10,14,533.
10,14,474.
1,14,474.

14,474,

14,469.
14,292.
5,14,292.

14,292.

14,263.
15,14,263.

FTD -> Funds Transfer
SI -> Standing Instructions
LN -> Loan

29
68
68

68

Q7
o7
a7

o7

16
16

Unless the constituent, notifies the bank immediately of any discrepancy found by him / her in this statement
of account, it will be taken that he / she has found the account correct.

IFSC Code
MICR Code
Helpline

. KVBLOOO4856
: 520053105

No.

Branch Address :

Regd. Office :

Phone :

: 1860 200 1916
D.NO:B-62,SRINIVASA NAGAR COLONY, MAIN ROAD,GUJJANAGUNDLA, GUNTUR,
GUNTUR, Andhra Pradesh - 522006.
0863 - 2255224

Karur Vysya Bank,Central Office,Erode Road,Karur-639002(Tamil Nadu) www.kvb.co.in

https://ng.frs.com/web_txtfiles/STATEMENT_4856281000000056_01-APR-2022_24-APR-2023_184928.TXT
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Date Name Doc no Extent of land Date Name Doc no Extent of land
18/09/2007|M Ratnagiri Babu 2810/2007 0.67 03/10/2007 (M Chaitanya 2957/2007 0.07
18/09/2007|M Ratnagiri Babu 2810/2007 0.59 03/10/2007 (M Chaitanya 2957/2007 1.28
18/09/2007|M Ratnagiri Babu 2816/2007 0.16 03/10/2007 (M Chaitanya 2957/2007 0.14
18/09/2007|M Ratnagiri Babu 2816/2007 0.8 03/10/2007 (M Chaitanya 2957/2007 0.33
07/01/2008(M Ratnagiri Babu 27/2008 0.9 03/10/2007 (M Chaitanya 2957/2007 0.54
18/09/2007|M Ratnagiri Babu 2817/2007 0.3 03/10/2007 (M Chaitanya 2957/2007 0.27
18/09/2007|M Ratnagiri Babu 2817/2007 0.15 03/10/2007 M Chaitanya 2957/2007 0.97
18/09/2007|M Ratnagiri Babu 2817/2007 0.3 13/02/2008|M Chaitanya 229/2008 0.84
18/09/2007|M Ratnagiri Babu 2817/2007 04 13/02/2008(M Chaitanya [229/2008 0.11
18/09/2007|M Ratnagiri Babu 2817/2007 0.36 13/02/2008|M Chaitanya 229/2008 0.2
18/09/2007|M Ratnagiri Babu 2817/2007 0.38 13/02/2008|M Chaitanya 229/2008 0.17
18/09/2007|M Ratnagiri Babu 2818/2007 0.28 13/02/2008|M Chaitanya 229/2008 0.11
18/09/2007|M Ratnagiri Babu 2818/2007 0.33 13/02/2008|M Chaitanya 229/2008 0.11
18/09/2007|M Ratnagiri Babu 2818/2007 0.13 13/02/2008|M Chaitanya 229/2008 0.1
18/09/2007|M Ratnagiri Babu 2819/2007 0.44 13/02/2008|M Chaitanya 230/2008 0.08
18/09/2007|M Ratnagiri Babu 2819/2007 0.26 13/02/2008|M Chaitanya 230/2008 0.13

Total Extent of Land 6.45 13/02/2008(M Chaitanya [230/2008 1.11
13/02/2008|M Chaitanya 230/2008 0.84
13/02/2008|M Chaitanya 230/2008 0.48
13/02/2008|M Chaitanya 230/2008 045
13/02/2008|M Chaitanya 230/2008 0.69
13/02/2008|M Chaitanya 230/2008 0.28
13/02/2008|M Chaitanya 230/2008 0.22
13/02/2008|M Chaitanya 230/2008 0.53
13/02/2008|M Chaitanya 230/2008 0.61
13/02/2008|M Chaitanya 230/2008 0.24
08/02/2008(M Chaitanya 203/2008 0.97
08/02/2008(M Chaitanya 204/2008 1.16

Total Extent of Land 13.03
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days of its submission.
39.Verification of claims.-

(1) The liquidator shall verify the claims submitted under section 38 within such time
as specified by the Board.

(2) The liquidator may require any creditor or the corporate debtor or any other person
to produce any other document or evidence which he thinks necessary for the purpose of
verifying the whole or any part of the claim.

40. Admission or rejection of claims. -

(1) The liquidator may, after verification of claims under section 39, either admit or
reject the claim, in whole or in part, as the case may be:

Provided that where the liquidator rejects a claim, he shall record in writing the reasons
for such rejection.

(2) The liquidator shall communicate his decision of admission or rejection of
claims to the creditor and corporate debtor within seven days of such admission or rejection
of claims.

41. Determination of valuation of claims. -

The liquidator shall determine the value of claims admitted under section 40 in
such manner as may be specified by the Board.

42. Appeal against the decision of liquidator. -

A creditor may appeal to the Adjudicating Authority against the decision of the
liquidator [accepting or] rejecting the claims within fourteen days of the receipt of such
decision.

43. Preferential transactions and relevant time. -

(1) Where the liquidator or the resolution professional, as the case may be, is of the
opinion that the corporate debtor has at a relevant time given a preference in such
transactions and in such manner as laid down in sub-section (2) to any persons as referred
to in sub-section (4), he shall apply to the Adjudicating Authority for avoidance of
preferential transactions and for, one or more of the orders referred to in section 44.

(2) A corporate debtor shall be deemed to have given a preference, if—

(a) there is a transfer of property or an interest thereof of the corporate debtor for
the benefit of a creditor or a surety or a guarantor for or on account of an antecedent
financial debt or operational debt or other liabilities owed by the corporate debtor; and

"' Ins. by Act No.26 of 2018, sec. 27 (w.e.f. 6-6-2018).
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(b) the transfer under clause (a) has the effect of putting such creditor or a surety
or a guarantor in a beneficial position than it would have been in the event of a
distribution of assets being made in accordance with section 53.

(3) For the purposes of sub-section (2), a preference shall not include the following
transfers—

(a) transfer made in the ordinary course of the business or financial affairs of the
corporate debtor or the transferee;

(b) any transfer creating a security interest in property acquired by the corporate
debtor to the extent that —

(1) such security interest secures new value and was given at the time of or
after the signing of a security agreement that contains a description of such property
as security interest, and was used by corporate debtor to acquire such property; and

(11) such transfer was registered with an information utility on or before
thirty days after the corporate debtor receives possession of such property:

Provided that any transfer made in pursuance of the order of a court shall not, preclude
such transfer to be deemed as giving of preference by the corporate debtor.

Explanation. — For the purpose of sub-section (3) of this section, “new value” means
money or its worth in goods, services, or new credit, or release by the transferee of property
previously transferred to such transferee in a transaction that is neither void nor voidable by
the liquidator or the resolution professional under this Code, including proceeds of such
property, but does not include a financial debt or operational debt substituted for existing
financial debt or operational debt.

(4) A preference shall be deemed to be given at a relevant time, if —

(a) it is given to a related party (other than by reason only of being an employee),
during the period of two years preceding the insolvency commencement date; or

(b) a preference is given to a person other than a related party during the period of
one year preceding the insolvency commencement date.

44. Orders in case of preferential transactions. -

(1) The Adjudicating Authority, may, on an application made by the resolution
professional or liquidator under sub-section (1) of section 43, by an order:

(a) require any property transferred in connection with the giving of the preference
to be vested in the corporate debtor;

(b) require any property to be so vested if it represents the application either of the
proceeds of sale of property so transferred or of money so transferred,

(c) release or discharge (in whole or in part) of any security interest created by the
52
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corporate debtor;

(d) require any person to pay such sums in respect of benefits received by him from
the corporate debtor, such sums to the liquidator or the resolution professional, as the
Adjudicating Authority may direct;

(e) direct any guarantor, whose financial debts or operational debts owed to any
person were released or discharged (in whole or in part) by the giving of the preference,
to be under such new or revived financial debts or operational debts to that person as
the Adjudicating Authority deems appropriate;

(f) direct for providing security or charge on any property for the discharge of any
financial debt or operational debt under the order, and such security or charge to have
the same priority as a security or charge released or discharged wholly or in part by the
giving of the preference; and

(g) direct for providing the extent to which any person whose property is so vested
in the corporate debtor, or on whom financial debts or operational debts are imposed by
the order, are to be proved in the liquidation or the corporate insolvency resolution
process for financial debts or operational debts which arose from, or were released or
discharged wholly or in part by the giving of the preference:

Provided that an order under this section shall not -

(a) affect any interest in property which was acquired from a person other than the
corporate debtor or any interest derived from such interest and was acquired in
good faith and for value;

(b) require a person, who received a benefit from the preferential transaction in
good faith and for value to pay a sum to the liquidator or the resolution professional.

Explanation-1: For the purpose of this section, it is clarified that where a person, who
has acquired an interest in property from another person other than the corporate debtor, or
who has received a benefit from the preference or such another person to whom the
corporate debtor gave the preference, -

(1) had sufficient information of the initiation or commencement of insolvency
resolution process of the corporate debtor;

(i1) 1s a related party,

it shall be presumed that the interest was acquired, or the benefit was received otherwise
than in good faith unless the contrary is shown.

Explanation-II. — A person shall be deemed to have sufficient information or
opportunity to avail such information if a public announcement regarding the corporate
insolvency resolution process has been made under section 13.
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