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BEFORE THE NATIONAL COMPANY LAW TRIBUNAL,
CHANDIGARH BENCH, CHANDIGARH.

CP {IB} No.7/ChdHR/2017.
Date of Order: 16.03.2017.

Coram: HON’BLE MR. JUSTICE R.P.NAGRATH, MEMEBER {.JUDICIAL}.
HON'BLE MS. DEEPA KRISHAN, MEMBER (TECHMICAL).

In the matter of:

Reacorders and Medicare Systems Pwt. Ltd.
Plot No.196, Industriat Area, Phase-1,
FPanchkuta-134113 (Haryana).

....Corporate Applicant/Debtor.

Revised application to Inltlate corporate Insolvency
resolution process in respect of Recorders and Medicare
Systems Pvt. Ltd. under the Insolvency and Bankruptcy
code, 2016,

Prasent: Mr.J.K.Grover, Independent Director of Corporate Applicant.
Mr.Purushottam Ram Singhania, Insclvency Professional.

ORDER.

R.P.NAGRATH J. (MEMBER JUDICIAL) (ORAL)

This is an application filed by Recorders and Medicare
Systems Pwt. Lid., a "Corporate Debtor” itself under Section 10 of Insolvency
and Bankruptey Code, 20186 (for brevity to be referred here-in-after as 'the
Code’) in statutory form No.8 as prescribed by sub-rule (1) of rule 7 of the
Insolvency and Bankruptcy {(Application to Adjudicating Authority) Rules,
2016 (for brevity ‘Rules’y for initiating corporate insolvency resclution

process. The 'Corporate Debtor' also falls within the term “Corporate



o
G

Applicant” as defined in sub-section {5) of Section 5 of 'the Code’. During
hearing of the petition on 15.03.2017, it was pointed out by Mr.J.K.Grover
that form No.6 does not contain the information relating to the loan from
HDFC Bank against property and also the unsecured loan borrowed from
Suman Jally, Promater Dirgctor, Rita Jolly, promoter and Shri Jalesh Kumar
Grover, Independent Director. !t was directed that the corporate applicant
shall file the revised form No.8 containing these detaiis and the documents

along with the affidavit of Suman Jolly. The compliance has been made.

2. it is reprasented by Mr. Grover that the applicant company was
incorporated on 15.12 2003 with the Registrar of Companies, Punjab,
Himachal Pradesh and Chandigarh. Copy of certificate of incorporation with
the Memorandum and Articles of Association is at Annexure Vil {B) having
been allotted CIN No.U33110CHZ2003PTC026619. The authorised share
capital of applicant company is ¥T12,00,00,000/- ie. 1,20,00,000 equity
shares of T10/- each and iis paid up capital is ¥9,71,91,000/- i.e. 87,119,100
equity shares of the same vaiue. The applicant claims that presently the
company has on its Board two Directors, namely; Mr.Suman Jolly and
Mr.Jalesh Kumar Grover, the Independent Director. The list of directors with
their distinct DIN numbers has been filed with the affidavit dated 14.03.2017
of Suman Jolly. It is represented that earier Rita Jolly was Promoter Director,
but at present, she is not in the Board of Directors of the Company. There
arg in all 56 sharehoiders of the company with major shareholding held by
Mrs. Rita Jolly to the extent of 7.61%, Suman Jolly 35.29%, HBEM Bio
Ventures (NR) 7.17%, Baymill international Lid. {NR) 45.98% as per the list

of shareholders Annexure VI(F). According to the applicant, the registered
-



office of the ‘Comorate Debtor is situated at Chandigarh and therafore, this

Bench has the territorial jurisdiction to entertain and disposa of this petition.

3. The extract of the Rasolution of the company 20.01.2017 is at
page 529 whereby Mr. Jalesh Kumar Grover Director is authorised to attend
the hearing of the case on behalf of the company and submit the information,
as may be required by the Tribunal. Mr.Grover also refers {o the Board
Resolufion dated 20.01.2017 Annexure VIl {A), authorsing Suman Jolly
Dirgctor to file application under Section 10 of the Code and the rules framed
thereunder. Mr.Grover has also been authorised to accept notice under the
Code on behalf of the ‘Corpeorate Debtor'. The affidavit dated 07.03.2017 in
support of the contents of the application sworn in by Suman Jolly is at page
30 of the paper book. The applicant company has mentioned the rasidential
address of Suman Jolly in column no.3 of form Mo .8 and also his addrass of
registered office of the company along with email address for service of the

pracess on behalf of the company.

4. It is further represented by the comorate applicant that the

applicart company has the following financial creditors;

=r. Mamme of the Bank/  Address, Total dabt Amaunt in
Na  Unsecurad craditors defauli.

Secured credltors

1. Stafe Bank of Patiala  State Bank of Patiala, GG limit of
Commercial Branch, F13200rs
SC0O 103107, Madhya TLF4.00 ors
Marg, Sector 8-C, FITLZ2.21 crs
Chandigarh., WCTL 9 14 ¢rs
LC/BG LIMITS

. .50 ors
“ ij Total:T3505 crs 47 36 crs
(.y Ve Amount
S Cutstanding

‘]?’L/ #3615 crs,
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State Bank of India State Bank of Indla, CC Limits
5AM Branch, Sector 17-8, ¥ 10.80 crs
Chandigarh-160017. TL:F320crs
FITL ¥2.21 ors
WCTL 368 crs
LC/BG Limits
520 crs
Total, #24.33 crs ¥33 48 ors

Amount
outstanding
724 .48 ors,

HOFC Bank Ltd, SCO 153155, Sactor 8-C, Loan against
Madhya Marg, Chandigarh-  property
160008. T2.49 cra. il

Amount
outstanding
#1.56 s,

Unsecured creditors/Loans.

Mr Suman Jolly H.Mo.54, Sector 8-A, Debt raised il
{Promoter Director) Chandigarh. 1 8lcrs

Amount
outstanding
#1 45 crs.

Mrs.Rita Jolly H Mo.54, Sector 9-A, Debt raised Nil.
{Promater) Chandigarh. TGS ors

Armount
outstanding
0 12crs

Mr.Jalesh Kumar Flat No.202, GH 40, Debt raised Mil.
Grover. Sector 20, Panchkula F0.78 crs.
f{Independant Director}

Amaount
outstanding
O T8 crs.
Itis thus, submitted that the total debt raised from financial creditors is ¥64.61
crores, whereas the amount in default is ¥80.84 crores The public deposits
are shown as Nil. |t is represented that there is default of an amount of

¥11,36,86,789/- in respect of Govarnment dues as per list Annexure (| {A);

~34,56,41,914/- towards operational creditors (Raw Material) as per list
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Annexure Il (M}; 428,86 633/- towards workers dues as per list Annexure
Il (P} and the default in respect of service providers dues to the tune of

¥2,40,953/-.

5. The applicant has propased the name of Interim Resclution
Professional as Mr.Purushottam Ram Singhania, H.No.3029, Ajanta Co-Cp.
House Society, Sector 51-D, Chandigarh-160047, having email-address

prsinghanza@yahoo.com, Registration No.BBI/IPA-001/IP-00078/2016-

17/1747. The Insolvency Professional has also filed the written
communication in form No.2 of Rules, Annexure-lli to act as Insolvency

Professional, if an order admitting the instant petition is passed.

g. Insolvency Professional has alse declared that he is gligible to
be appointed as a resolution professienal in respect of ‘Corporate Debtor’ in
accordance with the provisions of the Insolvency and Bankruptcy Board of
India {Insolvency Resolution Process for Corporate Persons) Regulations,
2016. He has also deciared that no disciplinary proceedings are pending
against him with tha Board or Indian Institute of Insclvency Professionals of
ICAL Itis also declared that Mr. Purushottam Ram Singhania is not presently
serving as Interim Resolution Professicnal/Resolution
Professional/liquidator in any proceedings. It is stated by the proposed
Interim Professional (IPY that he i competent to function as Interim
Insolvency Profassional as required by I1BBI {Insolvency Professional}
Regulation, 2016. 1t is represented that this declaration is duly signed and

certified by Mr. Purushottam Ram Singhania.
-
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7. The applicant further represents that due to the defaults
committed in payment of dues of the Bank, State Bank of Patiala, the lead
Bank issued a notice dated D4.03.2015 under Section 13(2) of SARFAESI
Act, 2002 [Annexure [(C)] stating that an amount of more than 247 crores
was outstanding against the applicant. When the matter was listed on
10.03.2017, it was representsd that the notice Annexure | {C) was stayed by
the Hon'ble High Court in CWP No.18449 of 2015, but with repeal of SICA,
the writ petition has been dismissed by the Hon'ble High Court on
13.12.20186. It was further submitted by Mr. Grover that another notice has
been received from the District Magistrate, UT, Chandigarh asking the
‘corporate debtor’ and the two Directors Suman Jolly and Rita Jolly to appear
before the District Magistrate in the application filed by the State Bank of
Patiala for seeking assistance of the District Magistrate in taking over
possession of the Industrial site No.181/5, Industrial Area, Phase-1,

Chandigart under Section 14 of SARFAESI Act, 2002.

8. The applicant further represented that a similar notice dated
10.03.2015 under SARFAESI Act, 2002 was also received from State Bank
of India Annexure I(H} stating that there was an amount of more than 233
crores outstanding against the applicant. According to Mr.Grover, this notice
was also stayed by the Hon'ble High Court in the same writ petition. The
petitioner was directed to file copy of the writ petition as well as the other
documents referred to in para no.7 above and this paragraph along with the
affidavit. The compliance has since been made and requisite documents

have baen filed.



9. it is also represented by the applicant that the Board of
industrial and Financial Reconstruction {BiFR) declared the applicant
company as sick industrial unit in terms of Section 3 (1) (O) of SICA and
appointed State Bank of Patiala as operating agency. Copy of order of BIFR
dated 31.12.2012 is at page 509/516 of the paper book. It is also represented
that an enguiry was stili going on. The last order passed by the BIFR is
stated to be dated 07.11.2016 at page 523 of the paper book suggesting that
the proceedings were adjourned to 11.01.2017. In the meanwhila SICA was
repealed. It is submitted that tha instant petition has been filed in terms of
eighth Schedule of the 'Code’ as provided in Section 252 thereof, Eighth
schedule further says that no fees shall be payable, if a reference is made
under IB 'Code’, 2016 within 180 days from the commencement of the

‘Code’, in case above proceedings under SICA have abated due to its repeal.

10, It is contended that the '‘comorate debtor’ proposes o
negoliate with the financial crediors for settlement of the dues, in case the
Insclvency Professional is appeinted in terms of the provisions of the ‘Code’.
The copies of the corporate debtor's financial statement i.e. audited balance
sheets for the last two financial years ending on 31.03.2015 and 31.03.2018,
are attached as Annexure V {A) and V (B) respectively. Further the
provisional financiat statement for the current year made upto 28.02.2017 is
at Annexure V {C) (at page n¢.456 of paper book). All these financial
statements are duly attested by Suman Jolly, the Director of the applicant-

company, for consideration of the Tribunal.

11. It is also represented that mortgage of the current assets of the

Mj\?ﬁmpam hoth present and future and of the fixed assets was created on
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07.03.2011, for which, the State Bank of Patiala issued the sanction letter,
copy of which is Annexure | (B}. The value of the stock, fixad assets and the

debtors is also stated as ¥15.81 crores as per the balance sheet ending on

28.02.2017.

12. It is stated that the ‘corporate debtor created equitable
mortgage of industrial oroperty No.181/5, |ndustrial Area, Phase-1,
Chandigarh on 21.11,2007. The estimated value of this property is 10 49
crores as per the creditor as on 01.06.2015. Copy of the estimate is at
Annexure | (E). The eq;uitable mortgage of the [and measuring 8 bighas 19
biswas situate af Baddi {HP)was also created on 17.10.2008. The gstimated
value of this property lis 1.12 crores as per the valuation report dated
01.06.2015 as per the Valuer appointed by the State Bank of Patiala.
Another equitable mortgage was alsc created in respect of Plot No.166,

Industrial Area, Phaset1, Panchkula {Haryana), which property is in the

name cf Intelligent Meidical Services Pvt. Ltd., a group company of the
applicant. It is represen;l&d by the applicant that the Dirgctors of this company
and of the ‘comorate ::iebtor are the same. The date of creation of the
maorigage is 21.11.2007 with estimate value of ¥14.17 crores as per the

creditor State Bank of Patiala. The copy of valuation rapart dated 01.06.2015

is Annexure 1 (E).

13. It Is further stated that the residential property No.54, Sector 9,
Chandigarh in the namle of Shubh Jolly, the mother of Suman Jolly Director,
was created with HDFb and second charge has been created in favour of

State Bank of Patiala by equitable morigage created on 21.11.2007. The
s

W estimated value of this property as per creditor was ¥23.86 crores. The
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residual estimated value is 19.86 crores as per the creditors. The valuation
report dated 01.06.2015 of the Valuer is at Annexure | {E}). Rest are the
datalls of personal guarantees furnished by Suman Jolly, Rita Jolly, Late
Shubh Jolly and of M/s Intelligent Medical Services (P} Ltd., al! deeds dated
17.10.2008. The certificates of charge issued by the Registrar of Companies

(ROC) for State Bank of India are also annexed,

14. The instant application filed in form 8 in terms of Section 10 of

'‘the Code’ by the Corporate Debtor. Section 10 r:1f the 'Code’ is extracted

|
hereinunder:

(1) Where a corporate deblor has commiltad a default, a corporate
applicart thereof may file an application for initialing corporate
insolvency resolution process with the Adjudicating Authority.

{2} The application under sub-section (1) snall be filed in such form,
containing such particlars and i such manner and
accompanied with such fee as may be brescrfbed.

{3) The corporate applicant shall, along w:fh the application furnish
the information refating lo— !

{a) ifs books of account and such other decuments refating
to such period as may be specified; and

(h) the resolution professional proposed o be appointed as
an interim resolufion professional,

(4) The Adjudicating Authority shall, within a perfod of foutfeen
days of the receipt of the application, by an order—

fa) admit the application, if it is complete; or
{b} reject the application, if It is incomplets.

FProvided that Adjudicating Authority shall, before rejecting an
application, give a notice to the applicant to rectify the defects in his

appiication within seven days from the date of receipt of such notice
from the Adjudicating Authority.

{5) The corporate insolvency resolution process shall commence
QV/ frorn the date of admission of the application under sub-section
{4} of this section.
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The above provision of the ‘Code’ discloses that the following procedures

are required to be completed by a ‘Corporate Debtor’ for initiating the process

of insolvency:

(i)
(il
{iii)

(iv)

(v)

(vi)

Existence of a Corporate Debtor.

Such a Comorate Debtor must have committed a default.

On the satisfaction of (i) and {ii) above a Corporate Applicant
may file an application for initiating Corporate Insclvency
Resolution Process.

Such an application as contemplated in (iii) above shall be filed
in such forms, containing such particulars and in such manner
and accompanied with such fee as may be prascribed.

Along with the application as in {iv) above, information relating
to books of accounts and other documents ralating to such
period as may be specified.

Tha Applicant to name the Resclution Professional proposed

o be appointed as an Interim Resolution Professional.

Section 10 of the 'Code’ confers a discretion on this Tribunal to either admit

or rgject the application and in case of rejection to give an opportunity to the

applicant before such rejection fo rectify the defects within seven days from

the date of receipt of such notice from the Adjudicating Authority.

The term "Corporata Debtor” has been defined under Saction 3 (8) of Part-

| of the ‘Code’ to mean a Corporate Person, who owes a debt to any person

and 'default’ is defined under Section 3 {12) of Part-l of the Code to mean

“non-payment of debt when whole or any part or instalment of the amount of

o™

debt has become due and payable and is not repaid by the debtor or the

\?/\:orporate debtor, as the case may be”.
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15. As provided in Rule 7 (1) of the Rules, the Corporate Applicant
has to make an application under Section 10 of the ‘Code’ in Form &
accompanied with documents and records required therein and as specified
in IBBI (Insolvency Resclution Process for Corporate Persons) Reguiations,
2016, Since we have already dealt in detail in the opening paragraphs supra
of this order relating to information fumished, we are not repeating the same
for sake of brevity, as the essential particulars as contemplated, have been

provided by the Applicant.

16. In refation to information relating to books of accounts, audited
financial statements have been filed for preceding two years for the year
ending 31.03.2015 and year ending 31.03.2018 and unaudited financial
statement for the period made upto 28.02.2017. The Schedule of Creditors,
both secured and unsecured has bean made upto 28.02.2017 attested by

tha director of the applicant company.

17. The applicant has also named Mr. Purushottam Ram
Singhania, the Interim Resolution Professional as required under the 'Code’,
the application being an application made by a 'Comorate Debtor’ with
Registration  No.IBBIHPA-G01/IP-00G79/2016-171747. The Interim
Resclution Professional named in the application has duly filed Form No.2
as prescribed under the Rules, In which the declaration as raquired to be
made to the effect that no disciplinary proceedings are pending against him,

which is a pre-requisite as per Section 16 of the ‘Code’ has also been made.

M It ig,,also stated in the application under Section 10 of the ‘Code’ that the

mplicant is hot barred from filing present appiication as provided in Section
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11 of the '‘Code’ and that no liguidation order has ever bean passed against

the applicant.

18. When the matter was listed on 10.03.2017, the applicant was
directed to fumish the information of the accumuiated profits/loss of the
‘corporate debtor’ as on 28.02.2017, 31.03.2016 and 31.03.2015. Similarly,
the appiicant was directed to fumish details of long term borowings and
other liabiltties for the aforesaid years, the current liabilities and the revenue
from operations. The compiliance has been made by way of the affidavit

dated 14.03.2017 of Suman Jolly. The same are reproduced as under:-

Accumulated profitffoss of the ‘corporate debtor';

As on 28.02.2017 -{¥116,11,89,813/-)
As on 31.03.2016 -(¥112,48,73,266/)
Ason 31.03.2015 - {T109,76,78,197/-)

Long Term Borrowings and other liabilities discloges the following for the
above years:

As on 28.02.2017 63,58,78,042/-

As on 31.03.2016 63,95,39,584/-

As on 31.03.2015 65,73,71,2714-
Current Liabilities:

Ason 28.02.2017 2404 .94 144/-

As on 31.03.2016 18,68,81,479/-

As on 31.03.2015 19,42,31,616/-
Revenue from Operations:

As on 28.02.2017 26,55,94,764/-

As on 31.03.2018 27,43,22 166/-

As on 31.03.2015 32,43,91.,421/-
19. The figures extracted above indicate the losses with continued

fall in revenue, therefors, it seems that the applicant bas fallen into debt trap
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and is competent to set in motion the Insolvency resolution process as
contemplated under the 'Code’. On the basis of the aforesaid statements of
the affairs of the company, the outstanding amount as per the books of the
company towards financial creditors is ¥63.58 crores (including unsecured
loans from promoters/directors amounting to ¥2.39 crores) and the amount
in default towards financial creditors is 280.84 crores, It is represented that
the total amount of operational creditors (Raw Material Suppliers) is ¥8.04
crores and the amount in default is $4.56 crores. The total amount of
operational creditors (Government dues) is 7.73 crores and the amount in
default is ¥11.36 crores. The fotal amount of operational craditors
{(Workars/Employees) is 26.44 crores and the amount in default is 24.29
crores. The total amount of operational creditors {Service providers) is T0.95

crores and the amount in default is T0.24 crores.

20 In view of the afcresaid discussion, the instant pefition
deserves to be admitted. i is, however, observed that the applicant company
sava some skelchy particulars has not given any road map as fo how it is
going to keep itself afloat as a going concemn. However, kesping in
perspective the abjects for which the ‘Code’ has been brought into force and
to baiance the interest of all stakeholders, we are satisfied that the instant
application warrants to be admitted to prevent further erosion of capital and
to safeguard the assets of the Applicant Company/Corporate Debtor. For the
reasons aforementionad while admitting the application, we issue the

following directions:-

ﬁ‘:v/ Py {iy Appoint MrPurushottam Ram Singhania, H.No.3029, Ajanta
@ \?\/ ' Co-Op. House Society, Sector 51-D, Chandigarh-160047,



(fi)

{iii)
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Email-address prsinghania@yahoo.com, Registration
No.IBBVIPA-0G1/IP-00078/2018-17/1747, a Registered
Insolvency Professional (iRP) as the Interim Resolution

Professional as contemplated under Section 18 of the ‘Code’
and his term of appointment shall be for a period of thirty days
from the date of this order or as may be determined by the
Committee of Creditors whichever is earlier;

In terms of Section 17 of the ‘Code’, from the date of his
appointment, the powers of the Board of Directors shall stand
suspended and the management of the affairs shall vest with the
Interim Resolution Professional and the officers and managers
of the Cormporate Debtor shall report to the Interim Resolution
Professional, who shall be enjoined to exercise all the powets as
are vested with Interim Rasolution Professional and strictly
perform all the duties as are enjcined on the Interim Resolution
Professional undar Section 18 and other ralevant provisions of
the ‘Code’ including taking control and custody of the assets over
which the Corporate Debtor has ownership rights recorded in the
hafance sheet of the Corporate Dsbior etc. as provided in
Section 18 (1) (N of ‘Code’. The Interim Resolution Profassicnal
is directed to prepare a complete list of inventory of assets of the
Corporate Debtor.

The interim Resolution Professional shali strictly act in
accordance with the ‘Code’, all the Rules framed thereunder by
the Board or the Central Government and in accordance with the
Code of Conduct govearning his profession and as an Insolvency
Professional with high standard of ethics and moral.

The Interim Resolution Professional shall endeavour io
constitute the Cormmittes of Creditors at the earliest but not later
than two weeks from the date of this Order.

it is hereby directed that the Corporate Debtor its properties,
personnel and persons associated with the management shall
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extend all cooperation to the Interim Resolution Professional in
managing the affairs of the Corporate Debtor as a going concern
and extend all cooperaticn in accessing books and records as
well as assets of the Corperate Cebtor.

21. We further declare a moratorium in relation {o the following

matters as contemplated under Section 14 of the ‘Code’ as under:
(a) The institution of suits or continuation of pending suits or
proceedings against the corporate debtor including execution

of any judgment, decree or order in any Court of Law, Tribunal,
Arbitration panel or other Authority,

(b}  Transferring encumbering, alienating or disposing of by the
corparate debtor any of its assets or any legal right or beneficial

interest thergin;

(c)  Any action to foreclose, recover or enforce any security interest
created! by the comorate debtor in respect of its propery
including any action under the Securitisation and
Reconstruction of Financial Assets and Enforcement of
Security Interast Act, 2002 (54 of 2002};

{d}  The recavery of any property by any owner or lessor or where
such property is cccupied by or in the possession of the
corporate debtor.

22. The Interim Resolution Professional appointed by this Tribunal
is also directed to cause a public announcemeant within 3 days from the date
of this order as contemplated under Reguiation 6 of the Insolvency and
Bankruptcy Board of India (Insclvency Resolution Process for Corporate
Persong) Regulations, 2016 of the initiation of Corporate |nsolvency
Resolution Process in terms of Section 13 (1) {b) of the 'Code’ read with

/Section 15 calling for the submission of ¢laims against the Corporate Debtor.
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23. It is further directed that the Interim Resolution Professional
shall positively file a report of events befora this Tribunal every week in relation
fo the Corporate Debtor. Copy of this order be supplied to the authorised
reprasentative of applicant immadiately, who shall deliver a copy instantly t¢
the [nterim Resolution Professional.

~Sel- S

{Deepa Krishan) (Jusfice ‘R.P.Nagrath)
Member (Technical) Member (Judicial)

March 16, 2017.

Anhani



