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C.P. (IB) 70/ND/2023 

Order Dated: 11.08.2026 

IN THE NATIONAL COMPANY LAW TRIBUNAL 

NEW DELHI 

COURT-IV 

 

C.P. (IB) 70/ND/2023 

 

Under Section 7 of the Insolvency and Bankruptcy Code, 2016 read with 

Rule 4 of the Insolvency and Bankruptcy (Application to Adjudicating 

Authority) Rules, 2016 

 

IN THE MATTER OF: 

Prudent ARC Ltd. 
…Applicant/Financial Creditor  

 
Versus 

 

Prasar Metal Engineering Pvt. Ltd.  
…Respondent/Corporate Debtor 

 

CORAM: 

SHRI MAHENDRA KHANDELWAL 
HON'BLE MEMBER (JUDICIAL) 

 
SHRI ATUL CHATURVEDI 
HON'BLE MEMBER (TECHNICAL) 

 

Order delivered on: 11.08.2026 

PRESENT: 

For the Applicant: Mr. Udit Chauhan, Mr. Sumeet Raj, Advocates       

For the Respondent: Mr. Sanjeev Gupta, Advocate 
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ORDER 

PER: MAHENDRA KHANDELWAL, MEMBER (JUDICIAL)  

 

1. The present application C.P. (IB) 70/ND/2023 has been filed by 

Prudent ARC Limited (“Applicant/Financial Creditor/FC”) under Section 

7 of the Insolvency and Bankruptcy Code, 2016 (“Code”) read with Rule 4 

of the Insolvency and Bankruptcy (Application to Adjudicating Authority) 

Rules, 2016, for initiating the Corporate Insolvency Resolution Process 

(“CIRP”) against Prasar Metal Engineering Private Limited 

(“Respondent/Corporate Debtor/CD”) on the ground that the Corporate 

Debtor had committed a default in payment of Rs. 2,25,87,827/- (Rupees 

Two Crores Twenty-Five Lakhs Eighty-Seven Thousand Eight Hundred 

and Twenty-Seven Only).  

2. The Corporate Debtor i.e., Prasar Metal Engineering Private Limited 

having CIN: U27209DL2004PTC128866 is incorporated dated 08.09.2004 

under the provisions of the Companies Act, 1956 having its registered 

office situated at 79 Suraj Apartment DDA MIG Flats Surajkund Road New 

Delhi DL 110044 IN. Since the registered office of the Corporate Debtor is 

in Delhi, this Tribunal having territorial jurisdiction over the NCT of Delhi 

is the Adjudicating Authority in relation to the prayer for initiation of 

Corporate Insolvency Resolution Process in respect of respondent 

corporate debtor under sub-section (1) of Section 60 of the Code. 
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Earlier Disposal of the Application and Restoration 

3. This Application was filed on 20.01.2023. It seems from the beginning, 

the Applicant was not interested in pursuing their case. It is found that 

on 02.02.2023, 15.02.2023, 11.10.2023, 08.12.2023, 05.04.2024, 

25.04.2024 and also on 13.05.2024, no one appeared on behalf of the 

Applicant. Therefore, vide order dated 13.05.2024, this Application u/s 7 

IBC was dismissed for want of prosecution. 

4. The Applicant thereafter filed Restoration Application 73/ND/2024. On 

24.07.2024, no one appeared on behalf of the Applicant even on this 

Restoration Application. Also, the Restoration Application was filed after 

the period prescribed in the NCLT Rules, 2016. Vide order dated 

03.04.2025, the Restoration Application as well as the Application for 

Condonation of Delay were dismissed. 

5. On Appeal against the said Order [Company Appeal (AT) (Insolvency) 

No. 1193 of 2025], Hon’ble NCLAT vide order dated 04.09.2025 set aside 

the order dated 03.04.2025. Accordingly, vide order dated 30.01.2026 

passed in IA No. 401/ND/2026, the CP (IB) 70/ND/2023 was restored.  

 

6. Contentions of the Applicant 

Brief facts of the case and contentions of the applicant as mentioned in 

the instant application are as follows: 
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i. The Financial Creditor, PRUDENT ARC LIMITED (PRUDENT 

TRUST 58/22) is an Asset Reconstruction Company 

registered as Securitisation and Asset Reconstruction 

Company pursuant to Section 3 of Securitisation and 

Reconstruction of Financial Assets and Enforcement of 

Security Interest Act, 2022. 

ii. A Master Service Agreement dated 02.07.2019 was executed 

between UGRO Capital Limited (“Lender/Assignor”) and 

Hema Engineering Industries Limited (“Principal”). Through 

this agreement, the Principal agreed to identify and 

recommend the Lender, the names of its suppliers in need of 

financial assistance. The Lender can then grant short term 

financial facility to the suppliers on revolving and recurring 

basis in respect of sales made between the Corporate Debtor 

and the Supplier Party.  

iii. In furtherance of the said agreement, the Assignor vide 

sanction letter dated 19.08.2020 sanctioned loan of credit 

limit for sum of Rs. 1,50,00,000/- (Rupees One Crore Fifty 

Lakhs Only) in favour of the Corporate Debtor for 

goods/products supplied to Principal. 

iv. Upon accepting the terms and condition of sanction letter 

dated 19.08.2020, a Facility Agreement dated 03.09.2020 
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was executed between Assignor and the Corporate Debtor. 

Later based on request of the Corporate Debtor, pursuant to 

RBI Notification dated 06.08.2020, on 'Micro, Small and 

Medium Enterprises (MSME) sector - Restructuring of 

Advances', the Assignor restructured the facility and a 

Supplementary Agreement dated 20.12.2020 was executed 

with revised repayment terms. 

v. The Credit Facility was in the nature of revolving credit facility 

as extended to the Corporate Debtor specifically for the 

purpose of goods supplied by the Corporate Debtor to the 

Principal. Based on supply invoice raised by the Corporate 

Debtor on the Principal, the credit facility was provided for the 

amount equivalent to invoice. 

vi. The Corporate Debtor agreed to repay each facility and/or 

drawings/tranche on its maturity date/due date for 

respective invoice from each disbursement. 

vii. An Assignment Agreement dated 29.09.2021 was executed 

between UGRO Capital Limited and Prudent ARC Limited, 

pursuant to which the Financial Creditor has got all the 

rights, title and interest in the Financing Documents and 

underlying Security Interests, pledges and/or guarantees, if 

any, in respect of such Loans as defined under the said 
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Assignment Agreement. The account of Corporate Debtor is 

also one of the assigned accounts. 

viii. The cause of action arose on 10.12.2022, when no payment 

was made by the Corporate Debtor upon raising demand of 

the default amount by the Financial Creditor vide its notice 

dated 28.11.2022 sent through its Counsel, which was 

dispatched on 28.11.2022 and deemed to have been served 

on 01.12.2022 and as per clause 14 of the Facility Agreement 

that constituted the event of default in terms of clause 10.1 

of the Facility Agreement. 

ix. The Corporate Debtor has failed and/or neglected to adhere 

to the terms and conditions stipulated under the Facility 

Agreement and to repay the respective credit facility within 

the stipulated time period and deliberately defaulted in 

repayment of the credit facility.  

7. Contentions of the Respondent 

The averments of the Respondent as contained in the reply on behalf of 

the Respondent are as follows: 

i. UGRO Capital and the Principal agreed to very strict 

measures in the Master Service Agreement to restrict/avert 

huge loss to UGRO Capital. The Respondent relied on clauses 

of the agreement including suspension of supplies upon 
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default, freezing of the Principal's limit in case repayments 

were not realized within seven days, obtaining post-dated 

cheques from the Principal, and suspension of defaulting 

suppliers until repayment of outstanding dues.   

ii. Despite the first default occurring on 26.04.2020, UGRO 

Capital failed to invoke any of these contractual safeguards. 

Instead of suspending supplies from Respondent to Principal, 

UGRO Capital continued the financing facility. It is alleged 

that such inaction amounted to a breach of the agreements 

executed with both the Principal and the Respondent, and 

substantially increased the Respondent's financial exposure. 

iii. The Principal regularly issued post-dated cheques 

corresponding to the disbursed amounts, but UGRO Capital 

has failed to disclose whether such cheques were ever 

presented for encashment or what action was taken upon 

their dishonour. According to the Respondent, had UGRO 

Capital enforced these securities in time, the losses could 

have been substantially mitigated. 

iv. The Respondent has also presented a chronological account 

of events to demonstrate that although defaults had 

commenced in April 2020, UGRO Capital makes further 

disbursal, despite existing defaults. The Respondent, at 
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multiple occasions, was assured by both UGRO Capital and 

the Principal that they are addressing the issue and 

Respondent should carry on with the transactions as usual. 

v. Insolvency proceedings were admitted against Hema 

Engineering Industries Limited on 05.04.2021. During those 

proceedings, UGRO Capital lodged a financial creditor's claim 

of approximately ₹17.15 crores, which stood admitted by the 

Interim Resolution Professional. According to the Respondent, 

it is highly probable that the present dues also form part of 

the claim submitted against the Principal. 

vi. The Respondent argues that if the amount claimed in the 

present Section 7 petition has already been included in the 

CIRP claim against Hema Engineering Industries Limited, 

then the Petitioner's own records acknowledge that the 

liability is payable by the Principal. Consequently, the present 

proceedings against the Respondent are stated to be legally 

unsustainable. 

vii. After assignment of the account to Prudent ARC Limited on 

29.11.2021, arbitration proceedings had already been 

initiated against the Respondent by UGRO Capital. However, 

according to the Respondent, the claimant deliberately 

allowed the arbitration proceedings to be dismissed for default 
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and thereafter instituted the present petition under Section 7 

of the Code. This application filed u/s 7 of the Code is an 

afterthought and an attempt to use the same as a recovery 

platform. 

8. The Ld. Counsel for the Applicant submitted that the receivables were 

hypothecated with UGRO Capital as security for the repayment of 

outstanding amount. The receivables were used as the basis for extending 

credit to the Corporate Debtor, and the repayment obligation continued 

to remain with the Corporate Debtor. The Borrower (Corporate Debtor) 

was also required to issue irrevocable instructions to the Principal / buyer 

to deposit the receivables into the designated account of the lender. The 

lender was entitled to appropriate the receivables credited into the 

designated account towards repayment of the facility which clearly shows 

that deposit of receivables by the Principal / buyer into the designated 

account was only a mode of repayment arranged at the instruction of the 

Corporate Debtor. 

9. The Ld. Counsel for the Applicant further submitted that Clause 5.2 of 

the Facility Agreement expressly provides that, if the Principal / buyer 

failed to deposit the receivables into the designated account on the last 

day of the credit period, the Borrower / Corporate Debtor would be liable 

to deposit all outstanding amounts, together with additional interest, into 

the designated account within one business day from expiry of the credit 
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period. The Facility Agreement conclusively demonstrates that the present 

transaction was a with-recourse receivables / bill discounting facility 

falling within Section 5(8)(e) of the Code. 

10. The Ld. Counsel for the Applicant also submitted that the Supplemental 

Agreement dated 20.12.2020 executed by and between UGRO Capital 

Limited and the Corporate Debtor clearly shows that the restructuring was 

carried out at the request of the Corporate Debtor and related to the same 

existing facility granted under the Loan Facility Agreement. The Demand 

Promissory Note therefore further fortifies the case of the Financial 

Creditor that the Corporate Debtor had acknowledged a direct and 

continuing liability to repay the outstanding amounts under the Facility 

Documents. 

11. The Ld. Counsel for the Respondent contended that there is a material 

contradiction in Form-1 Part-IV, Para 2 regarding Date of Default. In 

Form-1, Part-IV (Particulars of Financial Debt), Para 2, the Financial 

Creditor refers to Annexure P-10 and Annexure P-11 and pleads the 

“event of default” as 10.12.2022. However, in the very same paragraph, it 

is stated that the “default cum final demand notice” was issued on 

28.11.2022. Further, in Annexure P-10 – Petitioner itself admits that 

default occurs on the Maturity Date and the Petition is Barred by Section 

10A of the IBC.  
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12. The Ld. Counsel for the Respondent further contended that the 

Applicant has relied upon the RBI Circular dated 27.03.2020 (RBI/2019-

20/186 DOR.No.BP.BC.47/21.04.048/2019-20) and the Press Release 

dated 22.05.2020, and introduced new dates of default in Column 9 as 

an attempt to overcome the Section 10A bar. Moreover, the said RBI 

circular applies only to Term Loans and Cash Credit/Overdraft (CC/OD) 

facilities. The present facility is a Supply Chain Finance / Bill Discounting 

facility linked to specific invoices.  

13. Moreover, the Supplemental Agreement has not been signed or 

executed by UGRO Capital Limited and hence it does not constitute a valid 

enforceable contract. As per the records of UGRO Capital itself, the money 

is primarily payable by the Principal, who was required to deposit 

receivables directly into the designated account. 

 

FINDINGS AND ANALYSIS 

14. We have heard the arguments advanced by the Ld. Counsel for the 

Applicant and the Respondent and have perused the documents on record. 

15. The Present Application has been filed by Prudent ARC Limited, which 

is an Asset Reconstruction Company registered as Securitisation and Asset 

Reconstruction Company pursuant to Section 3 of Securitisation and 

Reconstruction of Financial Assets and Enforcement of Security Interest 

Act, 2022. In the present case UGRO Capital entered into a Master Service 
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Agreement dated 02.07.2019 with Hema Engineering Industries Limited. 

Through this agreement, the Principal agreed to identify and recommend 

the Lender, the names of its suppliers in need of financial assistance. The 

Lender then granted short term financial facility to the suppliers on 

revolving and recurring basis in respect of sales made between the 

Corporate Debtor and the Supplier Party. 

16. Such financial working facility was also provided to the present 

Respondent through Facility Agreement dated 26.07.2019. An Assignment 

Agreement dated 29.09.2021 was executed between UGRO Capital Limited 

and the Financial Creditor, pursuant to which the Financial Creditor got 

all the rights, title and interest in respect of such loans, including the loan 

granted to the Corporate Debtor. 

17. The Applicant has submitted that the Corporate Debtor has failed to 

repay the respective credit facility within the stipulated time period and 

deliberately defaulted Rs. 2,25,87,827/- (Rupees Two Crores Twenty-Five 

Lakhs Eighty-Seven Thousand Eight Hundred and Twenty-Seven Only) in 

repayment of the credit facility. 

18. It is well settled that at the stage of admission under Section 7, this 

Adjudicating Authority is only to ascertain whether there exists a financial 

debt and whether default has occurred as laid down in Innoventive 

Industries Ltd. v. ICICI Bank [(2018) 1 SCC 407]. 
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19. In order to ascertain this primary issue at hand, it is required to 

examine the documents and agreements executed between the parties. 

Firstly, on examining the Master Service Agreement dated 02.07.2019 

executed between UGRO Capital and Hema Engineering Industries Limited, 

it is clear that the arrangement was in the nature that Hema will provide 

list of its suppliers in need of Financial Assistance and UGRO Capital would 

provide financial assistance at its sole discretion to the supplier party on 

conducting its independent credit appraisal.  

  

  

 

20. On further examination of the Master Services Agreement it is further 

clear that the working capital facility provided to the prospective 

borrowers/Suppliers were on the basis of the invoices between Hema and 

the respective supplier and the arrangement was in the nature of 

discounting of Invoices. The Following clauses of the agreement are relevant 

in this regard: 
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21. Moreover, the Principal i.e. Hema Engineering had the liability to repay 

these said working capital facilities of the suppliers by way of making 

payment in lieu of the invoices generated by the suppliers to Hema. The 

relevant excerpts from the agreement are as below: 
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22. The Schedule to Assignment Agreement dated 29.09.2021 executed 

between Applicant Prudent ARC (Prudent Trust - 58/22) and UGRO Capital 

delineating Details of Borrowers also mentions the nature of the 

Respondent’s account as Vendor Bill Discounting.  

 

 

23. Ld. Counsel for the Applicant has submitted that the Receivables are 

hypothecated in the present case. On examining the Facility Agreement 

dated 26.07.2019 executed between UGRO Capital and the Respondent, 

Receivables are defined as: 
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The Facility Agreement further stipulates: 

 

24. As reproduced above, it can only be inferred that the Receivables i.e. 

monies payable in lieu of the invoices generated by the Supplier to Hema 

are hypothecated. This hypothecation does not however, change the nature 

of the primary arrangement – discounting of invoices and raising working 

capital facilities for suppliers in need of Financial Assistance.  

25. On further examination of repayment terms of the Facility Agreement, 

it is again clear that the primary liability to repay the dues as against the 

discounted invoices is of the Principal i.e. Hema Engineering.  
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26. An important note to make at this juncture is that the Supplemental 

Agreement dated 20.12.2020 supposedly executed between UGRO Capital 

and the Respondent regarding Restructuring of the Facility does not 

contain the stamp or signatures of UGRO Capital and hence cannot be 

taken into consideration in the nature of a valid enforceable contract.  

27. It has been further brought to the attention of this Adjudicating 

Authority that the Principal Hema Engineering has been admitted for CIRP 

as on 05.04.2021 and UGRO Capital had filed a claim of Rs. 17.15 Crores 

in the process which stood accepted.  

28. Therefore, in view of the foregoing discussion, we are of the opinion that 

the Applicant has failed to establish existence of Financial Debt and 

Liability to repay as against the Respondent. The status of the Applicant 

cannot be established as that of Financial Creditor towards the 

Respondent. Since the very jurisdictional requirement for maintaining an 

application under Section 7 of the Code is absent, this Adjudicating 

Authority cannot invoke the insolvency resolution process against the 

Corporate Debtor. The present proceedings under Section 7 of the Code are 

not maintainable. 

29. Accordingly, C.P. (IB) No. 70/ND/2023 filed under Section 7 of the 

Insolvency and Bankruptcy Code, 2016 stands dismissed. 

           

    Sd/-         Sd/- 

(ATUL CHATURVEDI)            (MAHENDRA KHANDELWAL) 

MEMBER (TECHNICAL)                        MEMBER (JUDICIAL) 
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IN THE NATIONAL COMPANY LAW TRIBUNAL 
NEW DELHI 

COURT-IV 
I.A. 1996/ND/2026 

in  
C.P. (IB) 70/ND/2023 

 

Under Section 60(5) of the Insolvency and Bankruptcy Code, 2016 read 

with Rule 11 of the National Company Law Tribunal Rules, 2016  
 

IN THE MATTER OF: 

Prudent ARC Ltd. 
…Applicant/Financial Creditor  

 

Versus 
 

Prasar Metal Engineering Pvt. Ltd.  

…Respondent/Corporate Debtor 
 

 

AND IN THE MAIN MATTER OF: 
Prudent ARC Ltd. 

…Applicant/Financial Creditor  

 
Versus 

 
Prasar Metal Engineering Pvt. Ltd.  

…Respondent/Corporate Debtor 

 

CORAM: 

SHRI MAHENDRA KHANDELWAL 
HON'BLE MEMBER (JUDICIAL) 

 
SHRI ATUL CHATURVEDI 
HON'BLE MEMBER (TECHNICAL) 

Order delivered on: 11.08.2026 

PRESENT: 

For the Applicant: Mr. Udit Chauhan, Mr. Sumeet Raj, Advocates 
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ORDER 

PER: MAHENDRA KHANDELWAL, MEMBER (JUDICIAL) 

 

1. The present Interlocutory Application I.A. 1996/ND/2026 in C.P. (IB) 

No. 70/ND/2023 has been filed under Section 60(5) of the Insolvency and 

Bankruptcy Code, 2016 read with Rule 11 of the NCLT Rules, 2016 by 

Prudent ARC Limited (“Applicant”) against Prasar Metal Engineering 

Private Limited (“Respondent/Corporate Debtor”) seeking condonation of 

delay and permission to place on record the Written Submissions along 

with Judgment and Citations pursuant to order dated 08.04.2026 passed 

in CP (IB) 70/ND/2023.  

2. The Applicant has made the following prayers in this application: 

“(i) Condone the delay of 20 days in filing the written submissions on 
behalf of the Financial Creditor;  
(ii) Permit the Financial Creditor to place on record the written 
submissions along with judgments and citations pursuant to order dated 
08.04.2026 passed in Company Petition No. IB/70/ND/2023; 
(iii) Take the written submissions along with judgments and citations on 
record; and 
(iv) Pass such other and further order(s) as this Hon'ble Adjudicating 
Authority may deem fit and proper in the facts and circumstances of the 
present case.” 
 

3. Contentions of the Applicant 

Brief facts of the case and contentions of the Applicant as mentioned in 

the instant application are as follows: 

i. The present Application is being filed on behalf of the 

Financial Creditor seeking condonation of delay of 20 days 
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in filing the written submissions along with judgments and 

citations, and seeking permission to place the same on 

record. 

ii. This Adjudicating Authority, vide order dated 08.04.2026, 

was pleased to hear arguments on behalf of the Applicant as 

well as the Respondent and directed both parties to file 

written submissions along with judgments and citations, if 

any, within one week.  

iii. In terms of the aforesaid order dated 08.04.2026, the written 

submissions were required to be filed within one week, i.e. 

on or before 15.04.2026. However, the written submissions 

could not be filed within the stipulated period and were filed 

on 05.05.2026, resulting in a short delay of 20 days in filing 

the written submissions on behalf of the Financial Creditor.  

iv. The delay is neither intentional nor deliberate, it occurred 

due to bona fide reasons including the time required for 

collating and examining the pleadings, facility documents, 

assignment documents, demand notice, computation of 

dues, reply filed by the Corporate Debtor, and the additional 

contentions sought to be raised by the Corporate Debtor 

during the course of arguments, as well as for compiling 

relevant judgments and citations. 
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v. The written submissions along with judgments and citations 

are necessary for proper adjudication and no prejudice shall 

be caused to the Corporate Debtor if the delay is condoned.  

4. We have gone through the documents on record as well as heard the 

arguments advanced by counsel of the Applicant. 

5. This Adjudicating Authority deems it fit and proper to condone the delay 

of 20 days in filing the Written Submissions by the Applicant. The Written 

Submissions along with judgments and citations have already been filed 

and are taken on record. 

6. Accordingly, the I.A. No. 1996/ND/2026 in C.P. (IB) 70/ND/2023 

stands allowed and disposed of.  

    Sd/-       Sd/- 

 (ATUL CHATURVEDI)            (MAHENDRA KHANDELWAL) 

  MEMBER (TECHNICAL)                     MEMBER (JUDICIAL) 
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