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

Item No.1
CP (IB)/24/7/AMR/2026

IN THE MATTER OF:

Bank of Maharashtra

Petitioner/ Financial Creditor
Versus
RKEC Projects Limited
. Respondent/ Corporate Debtor

Under Section: 7 of IBC, 2016

Order delivered on 30.10.2026

CORAM:

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

PRESENT:
For the Financial Creditor : Ms. Ch. Aishwarya, Advocate
For the Corporate Debtor : Ms. Sarvani Desiraju, Advocate

ORDER
Order pronounced and recorded vide separate sheets. The
Petition bearing CP (IB)/24/7/AMR/2026 filed by the Financial Creditor

under Section 7 of the IBC, 2016 is dismissed as not maintainable.

Sd/- sd/-
(UMESH KUMAR SHUKLA) (KISHORE VEMULAPALLI)
MEMBER (TECHNICAL) MEMBER (JUDICIAL)
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Case Citation: (2026) ibclaw.in 4125 NCLT

IN THE NATIONAL COMPANY LAW TRIBUNAL
AMARAVATI BENCH AT MANGALAGIRI

(Exercising powers of Adjudicating Authority under
The Insolvency and Bankruptcy Code, 2016)

CP (IB)/24/7/AMR/2026

Under Section 7 of the Insolvency
Bankruptcy Code, 2016 read with
Rule 4 of the Insolvency and
Bankruptcy (Application to
Adjudicating Authority) Rules, 2016

IN THE MATTER OF:

Bank of Maharashtra
Building No 4, Vinoothna Pittie’s Majesty,
Near Bank Street, Sultan Bazar, Koti,
Hyderabad-500001, Telangana
Represented by its Authorised Signatory:
Mr. Manish Kumar Bansod, Dy. Zonal Manager
............. Petitioner/ Financial Creditor

Versus

RKEC Projects Limited
CIN: L43900AP2005PLC045795
Having its registered office at
Door No.10-12-1, Rednam Alcazar, 3" floor,
Opposite SBI Main Branch,
Old Jail Road, Redn Am Gardens,
Visakhapatnam-530020, Andhra Pradesh
<ers.ne... Respondent/ Corporate Debtor

ORDER DELIVERED ON: 30.10.2026

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

PRESENT:
For the Financial Creditor : Ms. Ch. Aishwarya, Advocate
For the Corporate Debtor : Ms. Sarvani Desiraju, Advocate
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ORDER
[PER: BENCH]

The present Petition bearing no. CP(IB)/24/7/AMR/2026
(hereinafter referred to as the “Petition”) has been e-filed on 23.06.2026
and physically filed vide Diary No.1154 dated 06.07.2026, by Bank of
Maharashtra (hereinafter referred to as the “Financial Creditor”) through
its Authorised Signatory, Manish Kumar Bansod, under Section 7 of the
Insolvency and Bankruptcy Code, 2016 (hereinafter referred to as the
“IBC” or “Code”) read with Rule 4 of the Insolvency and Bankruptcy
(Application to Adjudicating Authority) Rules, 2016 seeking initiation of
Corporate Insolvency Resolution Process (hereinafter referred to as the
“CIRP”) against RKEC Projects Limited (hereinafter referred to as the
“Corporate Debtor”) for default of an amount of Rs.7,80,72,058/- as on

18.06.2026.

2.  After scrutiny of the Petition, the Registry, on 07.07.2026 raised the

following defects:

“Form-1 should be addressed to the NCLT Amaravati Bench, Memo of
Parties with their email IDs and Mobile Nos., Dates and Events of case,
IRP Email IDs and Mobile Nos. is to be stated in the written consent, Bank
Statement of Corporate Debtor maintained with the Financial Creditor
reflecting debit and credit transactions till filing of the case, Memorandum
of Association and Articles of Association of the Corporate Debtor, Form-
1A copy to IBBI, Copy of PAN of the Financial Creditor, Format as per
2D of IBBI Regulations contain chronology of debt and default including
the date when the debt became due, Date of Default, Dates of part
payments, if any, Date of last acknowledgement of debt and the limitation

applicable, Advocate Docket Sheet is to be end of Application.”
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3. Pursuant to the above, the Financial Creditor vide Diary No.1301
dated 21.07.2026, refiled the Petition however, the same was returned
by the Registry, observing that the Petition filed without full compliance

of defects.

4. Thereafter, the Financial Creditor vide Diary No0.1445 dated
07.08.2026, again refiled the Petition, which was numbered by the

Registry on 07.08.2026 and was first listed on 17.08.2026.

5. The Corporate Debtor is a Company with its registered office at
Door No.10-12-1, Rednam Alcazar, 3" floor, Opposite SBI Main Branch,
Old Jail Road, Redn Am Gardens, Visakhapatnam-530020, Andhra
Pradesh. Hence, the territorial jurisdiction lies with this Adjudicating

Authority.

FACTS OF THE CASE:

6. The facts of the case as stated in the Petition, by the Financial

Creditor, are summarized below:

(i) The Corporate Debtor is the principal borrower of the Financial
Creditor vide sanction letters, the most recent being the letter
bearing reference no. AX21/ADV/SAN/TReDS/RKEC/CFBHYD/2023-
24 dated 26.02.2024, wherein the Financial Creditor had sanctioned

a total limit of Rs.15.00 Crores.

(i)  The Financial Creditor made the payment as per the agreed terms,

only after the acceptance by Corporate Debtor, as evidenced from
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(vi)
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the swift messages issued by the Financial Creditor against each

invoice, thereby attracting both Section 5(8)(a) and (b) of the Code.

The Financial Creditor provided a bill discounting facility to the
Corporate Debtor on the M1exchange platform (Mynd Solutions Pvt
Ltd) amounting to Rs.15.00 crores (Rupees Fifteen Crores only).
This facility is secured by the assignment of bills receivables, with a
tenor of up to 180 days and an interest rate linked to the prevailing
Repo Linked Lending Rate (hereinafter referred to as the “RLLR”)

of the bank, subject to periodic revisions.

The Corporate Debtor entered into a legally binding Master Buyer
Agreement dated 20.01.2021 (hereinafter referred to as the
"Agreement") on the M1exchange platform (Mynd Solutions Pvt

Ltd).

Pursuant to the Agreement, the Corporate Debtor assigned the
relevant bills receivables in favour of Financial Creditor, thereby

securing the facility.

The said Agreement sets out the obligations of the Corporate
Debtor as a buyer on the Trade Receivables Discounting System
(hereinafter referred to as the “TReDS”) platform, including its
binding commitment to pay the Financial Creditor in respect of the

discounted factoring units.

The Agreement forms part of the overall contractual structure

governing transactions on the TReDS platform, under which the
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Corporate Debtor undertakes direct payment obligations to the

Financial Creditor.

The Agreement, when read as a whole clearly records the
independent and binding obligation of the Corporate Debtor to pay
the Financial Creditor, all amounts underlying the factoring units
along with discount, interest and applicable charges, thereby

indicating the liability of the Corporate Debtor.

Upon receiving the sanction, the Financial Creditor herein had fixed
a limit of Rs.15.00 Crores to the Corporate Debtor on the TReDS

platform (M1Xchange) as per the sanction terms.

Thereafter, the Corporate Debtor had uploaded the invoices on the
bidding platform. Accordingly, the Financial Creditor had placed the
bid as per the sanctioned rate of interest and tenure. Thereafter, the
buyer of the Corporate Debtor accepted the bid, whose rate is on
the lower side. After the buyer accepted the bid, the Financial
Creditor had made the payment to the seller on behalf of the

Corporate Debtor on the agreed terms.

As per the terms of the sanction, the Corporate Debtor was required
to repay the Financial Creditor towards the payments made on
behalf of the Corporate Debtor. However, the Corporate Debtor
failed to repay the Financial Creditor as on date and the following
bills remain unpaid by the Corporate Debtor beyond their respective
due dates, resulting in an overdue status, and the details of unpaid

invoices are as below:
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| &n | Reference Mo, Buyer Name Dhse Date Financed |
| | R Amat
1.
i O212425ETS0031586 BS REEC FROMETCS LTD 25-05-202% 20,00, 000
| Z. M'S RKEC PROJETCS LTD
0 12425 ETS000 5 8% 25.06-2025 | 30,00,000 |
3. MIS REEC PROJETCS LTD |
02 1 2425 ET 5004 50¢ 25-06-2025 | 20,973,831
4, MSS REEC PROJETCS LTD
DZ12425ETSMM510 | 25-06-2025 | 19,58 344
5. M5 RKEC PROJETCS LTD
| 02 12425ETS004512 25-06-2025 | 50,000,000
6. M/S RKEC PROJETCS LTD
0212425 ETS004513 | #sps-2025 | 2566542
7. MS REEC PROJETCS LTD
| 0212425ETS004514 | 25062025 | 21,4489 |
F] M/S RKEC PROJETCS LTD
| 02 12425ETS004515 25-06-2025 | 20,30,804
9. M5 RKEC PROJETCS LTD
_ 0212425ETS004516 25-06-2025 | 12,601,942
10. MUS REEC PRCUETCS LTD
021 2425ET5004517 . 25-06-2025 | 20,00,000 |
It MYS REEC PROJETCS LTD
| 0212425ETS00451 8 25-06-2025 | 30,00,000 ;
12, MfS REEC PROJETCS LTDy
02 1242 5 ET 50673 02-07-2025 24 26,915
13. MS RKEC PROJETCS LT
02 1 242 SET S 684 25-05=-202 5 1 Qr, e, DM
14. M/S REEC PROJETCS LTD
021242 5ETSM4685 25-06-2025 3,72, 50
15, ME REEC PROJETCS LTD
021 2425ETS54686 25-06-2025 13,000 0000
16. M/S RKEC PROJETCS LTD |
21 2425ETS004689 25-06-2025 10,000,000
17..4--. M/S REEC PROJETCS LTD
L-".;WﬂliFTﬂm-imn | 25062025 | 10,00,000
18. [ M5 RKEC PROJETCS LTD
0212425ETS004691 25-06-2025 | 10,00.000
19. MIS REEC PROJETCS LTD
0212425 ET5004693 _ 02-07-2025 | 14,10.974
20, M5 REEC PROJETCS LTD
021242 5ET5004694 02-07-2025 | 11,33.670
2, M/S RKEC PROJETCS LTD
| 021 2425ETS004695 02-07-2025 | 35,00,000
22, M5 EKEC PROVETCS LTD
02124 25ET5005073 (2-07-2025 &6 92016
23. M5 RKEC PROJETCS LTD
021 2425ETS005074 ) 02-07-2025 50,18,160
24, MSS RKEC PROJETCS LTD
02 12425ET 5005075 09-07-2025 31,82 Bah
25, MSE REEC PROJETCS LTD |
021 2428 ET 5005076 ) § 08-07-2025 | 1948 259
26. M/5 RKEC PROJETCS LTD
0212-525ET5[|}:|5EIT? W*D?-ZQES_ 1669 178
27. M5 REEC PROJETCS LTD
021 2425ETS005070 ) 090 7-2025 47 28 088
28, S RKEC PROJETCS LTD
021 Z423ET 5005080 089-07-2025 20 0o CHR
29, MSS REEC PROJIETCS LTD
021242 5ET500508 1 ~ 09-07-2025 20,23 47
3. M5 REEC PROJETCS LTD o
| 0212425ETS5005082 09-07-2025 | 20,05 963
3. | G212425ET5005083 | MyS RKEC PROJETCS LTD
09-07-2025 | 2000000

(xii) The Corporate Debtor is legally obligated to ensure the repayment
of the total amount payable before the agreed due dates. However,
the Corporate Debtor defaulted on scheduled payments, in

complete violation of the terms of the Sanction Letter and the
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(xiv)

(xvi)
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Agreement. Due to persistent non-payment despite repeated
reminders, the account was classified as a Non-Performing Asset
(hereinafter referred to as the “NPA”) as of 23.09.2025, in
accordance with Reserve Bank of India (hereinafter referred to as

the “RBI”) prudential norms and internal policies.

After adjusting the total repayments made by the Corporate Debtor,
the total amount outstanding and payable is Rs.7,80,72,058/-
(Rupees Seven Crore Eighty Lakhs Seventy-Two Thousand Fifty-
Eight only), including a principal amount of Rs.6,94,20,265/-
(Rupees Six Crores Ninety-Four Lakhs Twenty Thousand Two
Hundred and Sixty-Five Only) and interest amount of
Rs.86,51,793/- (Rupees Eighty-Six Lakhs Fifty-One Thousand
Seven Hundred and Ninety-Three Only) calculated until

18.06.2026.

Despite repeated reminders, the Corporate Debtor, failed to adhere
to its obligations under the terms of the sanction letter. Accordingly,
the Financial Creditor was obligated to declare the Loan account of

the Corporate Debtor as NPA on 23.09.2025.

The Financial Creditor has issued outstanding/ demand notices
dated 01.08.2025, 02.09.2025, 15.09.2025 and 22.09.2025 calling
upon the Corporate Debtor to regularize the account and discharge

the liabilities.

The Corporate Debtor also addressed letters dated 12.08.2025 and

18.10.2025 to the Financial Creditor seeking additional time for
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repayment and acknowledging the total debt. However, upon failure
of the repayment despite various assurances, the Financial Creditor
vide Notice dated 17.01.2026, intimated the resultant action under

Section 7 of the Code.

(xvii) As per Part IV of Form-1, the Financial Creditor has claimed an
amount of Rs.7,80,72,058/- on 18.06.2026, with 23.09.2025 as the
date of default. The relevant extracts of Part IV of Form-1 are

reproduced herein below:
Part -1V

PARTICULARS OF FINANCIAL DEBT

[1. [ Total amount of debt granted/ date(s) The Financial Creditor had sanctioned a
of disbursement limit of Rs. 15,00,00,000/- (Rupccs
Fifteen Crores only) vide Sanction Letter
AX21/ADV/SAN/TReDS/RKEC/CFBH
i Y D/2023-24 dated 26.02.2024.

Amount claimed to be in default and | The total amount outstanding and

(]

the date on which the default occurred ' payable is Rs. 7,80,72,058/- (Rupees
(attach the workings for computation of  Scven Crore Eighty Lakhs Seventy Two
amount and days of default in tabular Thousand Fifty Eight only), including a
Form) principal amount of Rs.6,94,20,265/-
(Rupees Six Crores Ninety Four Lakhs
Twenty Thousand Two Hundred and
Sixty-Five Only) and interest amount of
Rs. 86,51,793/- (Rupeces Eighty Six
Lakhs Fifty One Thousand Secven
Hundred and Ninety Three Only)

calculated until 18.06.2026.

The default occurred on 23.09.2025 ic.,
T date on which the loan account of the
Borrower/Corporate Debtor was

declared as NPA;

(Working for computation of amount

and days of default in Tabular Form is

Annexed as Annexure no 3)

—

(xviii)The Financial Creditor have also enclosed the copies of the

following documents along with the Petition:

IBC Laws | www.ibclaw.in
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Copy of the Board Resolution dated 19.04.2022, of the
Financial Creditor authorizing the signatory at Annexure-1 of
the Petition;

Written communication obtained from the Insolvency
professional for appointment as Interim Resolution Professional
along AFA and registration at Annexure-2 of the Petition;
Sanction letter dated 26.02.2024, issued by the Financial
Creditor to the Corporate Debtor along with the request letter of
the Corporate Debtor at Annexure-3 of the Petition;

Statement of account Corporate Debtor with the complete
interest calculation computation at Annexure-4 of the Petition;
Swift messages dated 01.02.2025, 13.02.2025, 14.02.2025,
18.02.2025 issued by the Financial Creditor to the Corporate
Debtor at Annexure-5 of the Petition;

Master Buyer Agreement dated 20.01.2021 at Annexure-6 of
the Petition;

Notices of overdue dated 01.08.2025, 02.09.2025, 15.09.2025,
22.09.2025 issued by the Financial Creditor to the Corporate
Debtor at Annexure-7 of the Petition;

Copy of the letter dated 18.10.2025, issued by the Corporate
Debtor acknowledging the debt and seeking additional time at
Annexure-8 of the Petition;

Copy of demand notice dated 17.01.2026, issued by the
Financial Creditor seeking repayment due along with the postal

receipts and tracking report at Annexure-9 of the Petition;

IBC Laws | www.ibclaw.in
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(j) Certificate dated 18.06.2026, of the Bankers’ Book Evidence
Act, 1891 at Annexure-10 of the Petition;

(k) Copy of the NeSL record of default application along with CIBIL
at Annexure-11 of the Petition;

() Master Data extracted from MCA along with Incorporation
Certificate of the Corporate Debtor at Annexure-12 of the
Petition;

(m) IBBI Compliance dated 23.06.2026 at Annexure-13 of the

Petition.

7. During the course of hearing dated 17.08.2026, the Counsel for the
Financial Creditor sought time to argue that the amount claimed in the
Petition falls under the category of financial debt. The Registry was
directed to issue notice to the Corporate Debtor and on receipt of notice,

the Corporate Debtor was directed to file its Counter.

8.  During the course of hearing dated 02.09.2026, the Counsel for the
Financial Creditor submitted that a copy of the Petition was served upon
the Corporate Debtor only on that day and the Corporate Debtor was

directed to file its reply within one week.

COUNTER BY THE CORPORATE DEBTOR:

9. The Corporate Debtor vide Diary no.1872 dated 29.09.2026, filed
the Counter Affidavit dated 29.09.2026 stating that the Petition is not
maintainable and liable to be dismissed as the debt claimed is not a

Financial Debt within the meaning of Section 5(8) and petitioner was not
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a financial creditor within the meaning of the section 5(7) of the Code, on

the following grounds:

(i)

(i)

(iif)

There are various online platforms for MSMEs, including the
M1exchange platform, which provide invoice discounting facilities,
which is a TReDS platform registered and governed by the

regulations of RBI.

The manner in which the said TReDS platform works is that the (a)
"supplier" is the seller, whose receivables/ invoices raised need
discounting or immediate payment; (b) the "buyer", is the entity
against which such invoices are raised; and (c) the "financier", who
comes forward to discount the invoices of the supplier, are all
registered on the M1xchange platform by executing the respective

standard form agreements with the M1xchange platform.

Once all the entities are registered on the M1exchange platform and
the supplier uploads/ puts forth its invoices, which require
discounting against a registered buyer, who then accepts the said
invoice as genuine. Once the invoice is accepted by the buyer, the
financiers registered on the portal are allowed to bid for the same
with the supplier having discretion to accept one of them, where

there are multiple bids.

On acceptance of the bid, the financier pays the said invoice amount
to the supplier directly and thereafter in terms of the Agreement
between the M1exchange platform and the buyer, the buyer has to

pay the invoiced amounts to the financier, as there is an assignment
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of the invoices through a deed of assignment from the supplier to

the financier upon payment by the financier to the supplier.

Thus, upon the said assignment of receivables/ invoices, the
financier steps into the shoes of the supplier (i.e., the service
provider or the seller of the goods) for recovering the said amount
from the buyer. Thus, once the invoices are discounted for the
supplier, the financier merely steps into the position of the supplier
and thus, can only recover from the buyer as the "supplier" by virtue

of the said assignment of the invoices.

The Corporate Debtor is registered on the platform in the capacity
of a buyer alone, and its only act on the platform is to confirm, as
the buyer, that an invoice uploaded by its supplier is genuine and
payable. The Corporate Debtor plays no part in the bidding, the bid
being placed by the financier and accepted by the supplier, and the
discount being borne by the supplier, who receives less than the
face value of its invoice in exchange for early payment. The
Corporate Debtor neither seeks nor obtains any accommodation

from the financier at any stage.

No amount, whatsoever, has been disbursed or paid by the
Financial Creditor to the Corporate Debtor. Every rupee claimed in
the Petition was paid by the Financial Creditor to the Corporate
Debtor's suppliers, against invoices raised by those suppliers for

goods supplied and services rendered to the Corporate Debtor.
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(viii) The letter dated 26.02.2024 relied upon by the Financial Creditor is

a communication setting up a buyer limit to facilitate the discounting
of supplier invoices on the platform. It is not addressed to the
Corporate Debtor. It specifies the purpose as "discounting of
bills/invoices on TReDS platform raised by suppliers of buyer" and

the security as "assignment of bills / invoices from MSME suppliers".

The document relied upon by the Financial Creditor therefore, itself
records that the facility was for the discounting of invoices of the
Corporate Debtor's suppliers, and that the Financial Creditor's

entitlement arises from an assignment of those invoices.

The Agreement dated 20.01.2021, filed by the Financial Creditor is
also self-explanatory. Neither the Financial Creditor nor any
supplier is a party to that Agreement, which is a standard-form
agreement executed by every buyer registered on the platform, a
corresponding standard form being executed by every supplier.
Reference is made to the definitions at clause 1.6 (discount amount
/ interest amount), clause 1.8 (factoring unit, being the invoice
raised by the supplier), clause 1.9 (financier, defined as a factor
within the meaning of the Factoring Regulation Act, 2011), Clause

1.17 (notice of assignment) and clause 1.28 (transaction).

The definition of "transaction" sets out the entire process by which
the receivables of the supplier are discounted and thereafter,
assigned to the Financial Creditor for recovery as assignee. The

standard-form Master Supplier Agreement and Master Financier
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Agreement templates, as published by the platform operator, are

filed with the Counter.

Thus, it is evident that the entire debt claimed originated in the
supply of goods and services by the Corporate Debtor's suppliers
to the Corporate Debtor. It is, therefore, a claim in respect of the
provision of goods or services and falls squarely within the definition

of "operational debt" under Section 5(21) of the Code.

The Code itself provides for the consequence of an assignment of
operational debt. Section 5(20) defines an "operational creditor" to
mean a person to whom an operational debt is owed and to include
"any person to whom such debt has been legally assigned or
transferred". The Financial Creditor, being the assignee of the
suppliers' invoices, is therefore, an operational creditor. Section
21(5) of the Code further clarifies and stipulates that "where an
operational creditor has assigned or legally transferred any
operational debt to a financial creditor, the assignee or transferee
shall be considered as an operational creditor to the extent of such
assignment or legal transfer." Thus, the Section has expressly
addressed the very situation upon which the Financial Creditor
relies namely, a bank taking an assignment of trade receivables and
has provided that the assignee takes the debt in its existing
character as an operational debt. The nature of business of an
assignee (be it a bank or otherwise) is irrelevant, as the assignment

is of the underlying operational debt.
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An assignee takes no higher right than the assignor possessed. The
Corporate Debtor's suppliers, having supplied goods and services,
held claims in respect of the provision of goods and services and

thus, the said debt continues to remain as an operational debt.

Section 5(8) of the Code defines "financial debt" to mean "a debt
along with interest, if any, which is disbursed against the
consideration for the time value of money". Both ingredients namely
disbursement, and consideration for the time value of money must
be satisfied. In the present case, there was no disbursement to the
Corporate Debtor. No sum was advanced, credited or otherwise
made available by the Financial Creditor to the Corporate Debtor at
any time. The whole of the money moved from the Financial
Creditor to the suppliers. Further, the Corporate Debtor's payment
obligation, in amount and in date, remained identical to what it owed
its supplier before the discounting. The Corporate Debtor gained no
time and paid nothing for time, and is neither better nor worse off in
consequence of the Financial Creditors involvement. The ordinary
incidents of a borrowing are wholly absent and no amount was

credited to any account of the Corporate Debtor.

Sub-clause (e) of Section 5(8) includes within "financial debt" any
"receivables sold or discounted other than any receivables sold on
non-recourse basis". The receivables in question, were sold by the
suppliers to the Financial Creditor without recourse, and are
therefore expressly excluded. In any event, and independently of

the above, sub-clause (e) can have no application as against the
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Corporate Debtor, as the same is concerned with the person, who
sells or discounts receivables. If the sale or discounting of
receivables were to give rise to a financial debt at all, it would do so
as between the supplier and the Financial Creditor, the supplier
being the party that sold, and received value for, its receivable. The
Corporate Debtor sold nothing and discounted nothing. The
Corporate Debtor is the account debtor, being the party against
whom the receivables existed. No construction of sub-clause (e)
can convert an account debtor into a borrower, and the Financial
Creditor's reliance upon it as against the Corporate Debtor is

misconceived at the threshold.

(xvii) The Financial Creditor cannot also be allowed to resort to the
residuary sub-clause (f) of Section 5(8) by contending that the
transaction has the commercial effect of a borrowing. Where the
Code has made specific provision for a species of transaction in one
sub-clause, and has in that very sub-clause carved out an
exclusion, the excluded transaction cannot be brought back within
the definition through a residuary sub-clause; to hold otherwise

would render the exclusion meaningless.

(xviii)This question has been settled by the Hon'ble National Company
Law Appellate Tribunal (hereinafter referred to as the “NCLAT”) in
the case of Mudraksh Investfin Pvt. Ltd. v. Brijesh Singh
Bhaduriya, Resolution Professional of RCI Industries and
Technologies Ltd., Company Appeal (AT) (Insolvency) No.

1671 of 2023, decided on 05.01.2024, which held at paragraph 18:
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"When Section 5, sub-section (8) (e) specifically covers receivables
sold or discounted, the discounting of invoices cannot be covered by
any other clause. Hence, discounting of invoices cannot fall under
Section 5, sub-section (8) (f)."

(xix) The Financial Creditors’ limit of Rs. 6.00 Crores is said to have been

granted on the TReDS platform. That document would contain the
terms and conditions of the alleged facility, including its tenure. In
its absence this Adjudicating Authority would not be in a position to
ascertain the terms governing the transaction between the parties.
The claim for interest of Rs.86,51,793/- is denied. The Financial
Creditor has not identified the source of any interest obligation owed
by the Corporate Debtor to the Financial Creditor, nor the rate or
the period. In any event, a stipulation for interest on delayed
payment is a commonplace incident of trade credit and of
operational dues, and its presence does not convert an operational
debt into a financial debt. The Financial Creditor can claim no more

than its assignors could have claimed.

In the absence of the invoices and of any statement of account, the
date of default pleaded by the Financial Creditor is not capable of
verification. Any discrepancy in the date of default would have a
direct bearing upon the interest claimed. The Corporate Debtor
expressly reserves the right to raise all contentions as to limitation

upon the said documents being placed on record.

(xxi) Without prejudice to the above, and without admitting that any

amount is due and payable, if this Adjudicating Authority were to

find that the Financial Creditor has any claim against the Corporate
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Debtor, such claim, being in respect of the provision of goods and
services, can only be pursued, if at all, under Section 9 of the Code
upon compliance with Section 8 thereof. The Corporate Debtor
expressly reserves all its rights and contentions, including as to the
existence of a pre-existing dispute, in the event of any such notice

being issued.

(xxii) It is well settled that the Code is not a forum for the recovery of

debts. The Financial Creditor's election to press Petition under
Section 7 in respect of an operational claim, rather than to issue a
notice under Section 8, indicates that the object of the Petition is

recovery and the leverage of admission, and not resolution.

(xxiii)In the alternative, the word "may" in Section 7(5)(a) of the Code

(xxiv)

confers a discretion upon the Adjudicating Authority, and admission
does not follow automatically upon proof of debt and default. The
Corporate Debtor is a solvent, listed and going concern with a
substantial order book and a considerable workforce, and the
amount claimed bears a small proportion to its turnover and net
worth. Should this Adjudicating Authority reach the question of
discretion, the facts of the present case call for its exercise in favour

of the Corporate Debtor.

Additionally, as the Petition is itself incomplete, without filing the

requisite documents, and is replete with incorrect statements.
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10. During the course of hearing dated 30.09.2026 and 07.10.2026, the
Counsel appearing for the Corporate Debtor sought time to place the

Vakalatnama on record.

ANALYSIS AND FINDINGS:

11. We have heard the submissions of the Counsels for the Financial

Creditor and the Corporate Debtor and perused the records carefully.

12. The first issue for consideration before us is “Whether the present

Petition is filed within the period of limitation?’

(i) As per Part IV of Form-1, the Financial Creditor has mentioned
23.09.2025 on which the loan account of the Corporate Debtor was
declared as NPA and the same date of default is mentioned in Form

D- Record of Default issued by the NeSL.
(i)  The present Petition was e-filed on 23.06.2026.

(iii) Since the Petition has been filed within three years of the date of
default, we are of the considered view that the Petition has been

filed within the period of limitation.

13. The next issue for consideration before us is “Whether the debt
claimed by the Financial Creditor is a ‘financial debt’ within the
meaning of Section 5(8) of the IBC, so as to maintain the present

Petition under Section 7 of the Code?”

(i) The Financial Creditor provided a bill discounting facility to the

Corporate Debtor on the M1xchange TReDS platform and on
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20.01.2021 the Corporate Debtor, as a Buyer, executed the

Agreement with Mynd Solutions Private Limited.

The Agreement records in Recital A that the Company hosts the
TReDS platform M1xchange for discounting and rediscounting of
the Trade Receivables of Suppliers due from the Buyers, and that
the Company has separate master agreements with the Financiers
and the Suppliers. The Financial Creditor is not a party to the
Agreement, and it has also stated that there is no loan agreement
between it and the Corporate Debtor. The relevant clauses of the

Agreement are reproduced below:

Ay The Company hosis a TReDS plotforai hlled M ar “Mixehaoge”, fo (|'|swunli‘u1: i
W ediscounting of the Trade Receivables (ki below) ol the. Su ppliers (kefinedd helow) due fiom tie
Buyors, throngh the Financicis (efined elowe) cnrolled on ML The Conipany by c.\‘clunlcfi i sk

ﬁ financlor Ageemeat wilh the Finefor A usloe supplct vgrecoe will e Supphell. "l Tie uvmslu
e wil the Financiee wwd the Suppler, respuctively record (i coenl 0 uttigipote dn e

n dispomiingfro-isconnting of invoices (hoigh ML teimis of the sutd ingsier agrecments and the

procedural Cuidelines e below). A NUTENTED
It is noted that from the definition clauses that a ‘factoring unit’ is the
invoice raised by an MSME supplier on the buyer for goods sold or
services rendered, that a financier is a factor within the meaning of
the Factoring Regulation Act, 2011, and that a “transaction”
includes assignment of the trade receivables. The relevant clauses
(1.8, 1.9, 1.17, 1.25, 1.26, 1.28, and 1.29) of the Agreement are

reproduced below:

L8, “Factoving Yaiil" vefors fo v invoice or o Dill of exchinge o iy olier products panitied by |Lug |
{041 from (i for i o be discamted on MU each of swhich 15 wpluaded] by (b Sepplidr :_md-

IBC Laws | www.ibclaw.in
Page 20 of 38



NCLT, Amaravati Bench

Case Citation: (2026) ibclaw.in 4125 NCLT

acoeplod by fhe Bugar, Provicted, in the caie of Teverse feforing the Factoring umit shill be ereated by
the Biryw,

LY “Himnncler shatl mean a bonlg-a nan-bankimg fuscid company which is segistored as o Factor
ureler the Factormg Regulation Act, 2011, e any other entity which is permined wnder the Applicibl
Lawa 10 carry o thie bissiriess of discomfing and tedlisconmting of the "Trade Kecetvables, i e
enrolied on M1 for discounting and rediseounting of the Factaring Unils;

L1 “Notice of Assigiment” shall o an intimalion with wgad 1o the eseculion of the Deed of
Assiguent, sent by M1 websile 1o the Buyer e beball of the Supplie/Finvumcrer. 1 the fomi s
prescibed by Uie Conpang, sof ater (s one business day ullor (b i@ oF assigmusnt

(23, “Sewviee” shatt mean such genvine, leal ind boma fidde services which arc endered by a Supplicr i
Buyer for 3 consideration;

126, “Supplior” shall mean o ‘Micro Enterprse or i Snwall Enlenprisc or @ Meadinm Enteruise” wider (he
Micro, Sl and Medi Eitoprises Development Act, 2006 or such other enfity s niay be
permmitied by (e RBI fo dicount thelr ‘vade Reeeivables theough 3 TReDS plitforu, and b
provided Goodls und/or Servioes wdedlying a conteuet to the Buyers fora vonsiderion,

128 “Teaisaction” shafl mean all actlons carried out between the Supplicr, the Buyer, the Buyer's Bik
and the PinanciersUltisuate Financicr o M1 s respect of o Factoring Unit, includiug bat uol huiled
fo biding for the Factoring Unif, discounting of {he Facloring Unil, transfer ol (he Bid amo,
asslgniment of the Trade Receivables of the Factoring Uit and payienl of' the daonnt underlyimg
Facioring Unit o e Due Date and shall inchide all the provesses for the iecliscounting of an aheady
discounted Factoriiyg Usil

129 “Trade Receivable(s)” shall ivchude on fiveico raised by a Supplier on the Buyer or a bill of
exchange drana by 2 Supplier-on e Buyer or iiny other stnment shicli iy peonitied by the RBL
fron (e 1o vime, as consideration, of any Goods solil or Services roidured by o Supplier o the
Buyor:

(iv) As per clauses 3.1 and 3.2, the buyer confirms that the trade
receivables arise out of bona fide business of the supplier with the
buyer, and accepts the factoring unit only to the extent outstanding
and payable by it to the supplier. Clause 3.3 provides that the buyer
shall pay the monies underlying a discounted factoring unit to the

financier on the due date. The relevant clauses of the Agreement,

which is at page 99 of the Petition, are reproduced below:
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J. UNDERTAKING ONPHE BUYER

31 The Buyer Lonfiems dnd wuderttes that the Trade Roceivables submitted on M1 is atising out of o
boulicke il legitl business of the Supplier with the Buger aid any daniages or losses cansed or likely
1o be caused from the bicach of s wnderfaling shatl be solely 1o the account of the Buver ‘fhe
* Buyer further confius fhat tho Trade Reccivables have siot been aceepted by the Bnyer on any oflie
TReDS platlora(s) or for-any other Bauk outsicks the parvies of M1, Tndlie event it is found that the
Buyer s brieached the foregoing wadectaking, the Buyer shall be luble-do pay the Financier/Ulmate

Figncrer enrolled on it respect of the Factoring Uil us aceepted on M1,

12 The Buyer agrees i dechives tiat the documentaey bills cvidencing dispateh of any Gowls ol
rendering of wisy Seevices:in refation (o e Tride Reweivibles, uploaded on M1 for discounting, shull
represent (e actual Goods or Services with wespoct 4o lseir deseription. quantity and nature deseribed
it (he Tradde Receivables and agres o aceept the Trade Revéivables only 10 the extent ol an aoil
calculated at the murket vaie for such Goods or Services ug the case may be. The Buyer specifically
doclwes (e alt wdvances paid 1o the Sopphier by the Buyer shall be deducted sl he
amountfwiounts of Trnde Receivables provitld on M1 and shall melude only-the amount which
outstanding, and paysible by the Buyer o the Suppleer

33, The ‘Bu‘vcr aprees 10 pay all the tonics wlerlying a disconied Factoring Unit 1o e elevim
Fimncicr/Utlinate Financieron (e Dag Date. dlong with any apreed cxpenses andDiscount Amount
arising up (o 1he date of puyment af the monies 10 the Financier/Ullinxite Funancier, The Buyer upiees
10 nehere to the e fires.as set.oul-hewen wud on M1, for canying ol all the activitics including
aoepting the Fuctonug-Units, making payinent on the Due Date, ot The Buyer sepresents and
covenanls naf o nse M1 fordiscomting of Trade Receivables due o any of its teluted party, sister
coneern. iiftliate or an entity wineh s pact of fhe Buyer's group (“Associnted Party™), The Buyer
[unther wndertakes to inmediately disclose to the Company 1 any of the Factoring Unit submitted on
M1 for discounting ix due fo is-Associared Party before a Transaction, Provided thal the Buyer iy
use M1 for discounting of Trade Regeivables due fo any of its Associaied Pinty. subject lo the
Company approving sueh a Fransaction m ds soke diseretion after seeeiving: (ull-disclosnte thereol
from the Buyer

(v) Itis noted that on acceptance of the factoring unit, the buyer is liable
to pay “the supplier or its assignee”; and upon acceptance of the
bid, the supplier executes the deed of assignment on M1xchange,
whereby the trade receivables stand assigned to the financier, who
becomes their legal and beneficial owner and is entitled to recover
them in its own name as assignee/ purchaser; and that the buyer is
liable to pay the amount underlying the factoring unit to the financier
on the due date. The relevant clauses (3.2.3, 3.5.2, and 3.6, which
are at pages 112-114 of the Petition) of the Agreement are

reproduced below:
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123, I e Bugor acveply ke Qrafi Fotoring Ui creatd i the belast of e Supplicr. M1 wall seud i
wotfication o the Supplice s accorchnee with the pravistons menlionied above and the Buyer s shitll e
ahsolutely liable o pay to (e Supplicr or ifs assignee inrespect of the Factoring Unit

132, Once s Supplier/Buger ag the case niiy be) nacepls o Bid i respect ol a Factormg Unil phiced by the
[wmcior, the Riyer shall be unvonditionally and absolutely liable to pay on (he Due Date the
amounts underlying such Factoting Uit to the Fiwancicr whoss Bid fn respeet of the Factoring Uit
Iias:been acceptodd by the relevant Supplice/Buver (as the cuse may be), i accondmiee with tns
Agrecment and the Procedural: Guidelines,

i Assionmont:

361 Onee o Bid s sccepted by Supphiee/Buyer (s the ease may be) in iconlance with the Procedual
Guidelines. the Supplier shall execute # Decdd of Assignment generted on M1 hy allixing its digial

gipiatre which shall be: demed 1o be exeeuted by the Supplicr. “The Buyer ucknowledpes i
wnconghtionally agrees that ypon the eseention of ihe Devtd of Assignment by the Supplier all the

"Ttade Reccivables wiceelying Such Bactoring Wil shall, withonl any feelher nel, inslusmenl or deeed

stund assigned, transfeaced or sold by the Supplier to the Finaucier and, thesenpon, the Fluancier shall

be doemed to be the fll aod absolute Togeal and benefichl owner of the refevaint Tiade Reccivables,

free from any and all encumbrances. and. s such, the Financier shall be the only person legally

entitleq! o reoover (e Trade Receiviibles underlying the discounted Factorimg Unit or v the nght

X (o0 file & st pr instituie such other proceedings as nay be equired for the purpose of tecovery of
\] such Tiade Receivables {u its owa naune and right pnd a5 pssignee / parchascr and not us
representutive or ageat of the Supplier, Fusther, o intimaton (*Notlee of Assignment”) shall be senl
by Ml 1o the Buyer in the form as prescribed by the Company with segard 10 the exeeution of (he

Naod of Acapnmenr The Notiee of Assionment shall confer the tebt an g Finaacier o dewiid
pavtent of the fmount widerlving the Tiade Receivables [ron the Buyer. For the avonduce ol donbi

iy fegal provecdings yo b duflfated by G pinty 1@ Trmsaction agingt anather parly t such
Transaction, if it all, will be outsicle the purview of the Company.,

It is noted that the settlement is made through NPCI, the debit
amount is debited from the financier’'s bank account and the credit
amount is credited to the supplier's bank account, and the debit
amount is the amount underlying the factoring unit less any interest
cost payable by the supplier. If the interest is payable by the buyer,
it is paid upfront by the buyer. On the due date, the total amount
underlying the factoring unit is pulled from the buyer’s bank account
and paid to the financier. It is further stated that any discounting or
rediscounting is “without any recourse to the supplier”. The relevant
clauses 1.5, 1.6 & 1.7, which are at page 110 and clauses 3.10.1 &

3.10.2, which are at pages 114-115 of Petition reproduced below:
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L5 wCyedit Amount™ shiall mean (e tofal amount credied w the Supplier’s Bank on the acceptance ol
e Bl by the Fingueddi

1.0, “Deblt Amennt” shatl mean (he tofal amount underlying (he Factorng unif (less Mg il ony: less
[nterest cost, 17 payable by Snpplir; plus Conunission payable by Financier 1o the Company ). debited
o the ecaunt of (e Fiiisivr on the acceptance of bid by the Finuicier,

1.7 “Dead of Asstgnment” shal mean a decd in the form of wn ekectronic record, including an clectromc
or 1 digital ole, woncrated ot M1 sepresenting a contiact of ssignmen! of the Trade Receivables of a
Factorig Unil and shall contain such terus and condlitions anl codorsenent by Supplier and the
Finnclor, us decided by the Company, Tron tiwg 1o thne,

V101 Seitiement of Payment to the Supplicrs: Qv the Finncier's Bid in vespect of a Factoring Unit 18
nceepled, paymauit equivalent 10 the Debit Amotun it respect of such Fctorug Unit would be debited
from the Fanucier’s Bank acennat aud Uhe Credt Autonnl swould be credditee 1o the Supplier’s Bank
socount. NPCI will pull the Licbit Antount fiom the Financier's Bank account aud push the Creds
Aot to be credited into the Suppticr’s Bank account aned shill also push the Commission into the
Bk account of the Company, The seitfement of payment shall be wade on “F1 1 day or any other
;iu;c_ period sehich iy be-approved by (he REI from fine Lo time, with the daie alaceeplagee ol fhe
Bick by the Supplicr being refened 1o as 1", Consequoutly, the Fimncier \\'i-lg\lhcu/blt emm‘.\ml {p

weaeive the total amount wderh g the Facwoang Uit m sccordance with s Acreenienl ainf the

Proegdymal Gudelings, from the Huser an the Due Dale witess e Faetoring Uinds have boen e

dixeemted by the Finnacr poos to the Doe Datg, i which v the Ultimare Frsaeaer will b

cittled G e sanoant vindervinye sel Fackorng Units on the Due Daie For the avoidance of douby

s hercly Glarstigd that sy diéq}};nling-;nld op seadiscountny of any Factoriug Liuts on M1 shil

B withuet e recinsg 1o the Sn‘mﬂicl‘, Provided e case where fhe[ofeiest Amont s

Conmission iy pad by e Hiver ity gt terins gtocd st b Compatiy, e B st at e v

ol acecpling the Bid plicied by Finangter i respeat of i Factonmg Unit, ke upieonl paynicat of

e sapphble buerest Araount payibi bo b Fikeivr and the apphivable Compagssion pinvible 10

the Compans Duough the poymeut settlenial proces adopled by Hie Company. T such o seenans

NPCTwill it iliesipplicable Tnterest-Amount as wetl dis fhe spphicable Commussion saable by the
By frn the Hiyer's Bank tind push e apphcable st Amoust ifo the espective Prianeices
ik accomui nd bush the aoounts towrels i Conunisstan to e Bank avcount of (he Cajnpiny

T Sewemenr oF Pavioct o PiviboierfUltinie_ Finanier The settfowient of payment i Il
F et/ limate Pinaweic shall Be carned out on e bt of o freevovable debiy mandate as por
e dormat proseribed by NFCT fromt tiuie o e, sohiiied by e Byl i lavour ok A
Solitiots Pyt L O b Do Date of 1he Factonug Uit KECY will ol the total saminng
wsderving fhe Fadenne Unit fom fhe wegwective Buser's Bk and push i said ainomst fos iy
Marein 10 the tespective Frtaclor' s ety Financir s Tk sceontint and pushi e Margn 1o U
Syupplict*s Bank Ao For the aveidance of dvabt. 1t 16 harehy claniftod shat am st od /
ar resdisgonnting of ang Foctarmi i on A shall be witiond any reoonse to the Suppher and any
fegal procecdingy nmiated by any party o Transiction agamst anolher pany, o aall will be onisice
the puryies of M1

(vii) The Corporate Debtor, by its letter dated 20.02.2024 (page 29 of
Petition), requested the Financial Creditor to enhance the limit to

Rs.15.00 crores for M1xchange. The Financial Creditor, vide
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sanction letter dated 26.02.2024 (pages 27-28 of the Petition),
enhanced the buyer-wise limit in TReDS from Rs.6.00 crores to
Rs.15.00 crores; the earlier sanction is dated 28.06.2023. The
sanction letter is addressed by the Zonal Office to the Assistant
General Manager of the Corporate Finance Branch of the Financial
Creditor and not to the Corporate Debtor. The relevant extract of the

aforesaid letters are reproduced below:

@ “((e BKEC Projacts Liwmiis:

le M 1011 “1(“8’8 10901 Coried Cll’ﬂl
G LESIONT IR CoRYS

Dule: 20-02-2024

To
Tha Branch Manager,
The Bank OF Maharashara

Dear Sk,

Wa would Ike o convey our gralide 1o
YOu g your team for providi "
radped o sirengthen our felaSanship, ! it e

\ fui ¥ke to requast for the o ancemoct of §
mits o Rs, X L
Ve would l?ml 5 L2 ; f nh £.15 ciores for M1 Exchar e 3

Kindly Sanction the maximesen livils as per palicy.

Thankng You,

FoR RKEC Projocts Lid <'
e 75,
M f/ A?
u

Garagell Radhakdshra
Crairman

RKEC Projects Limited
o =3 PAN : AMCTRWAZA

Mol (e = € 10+ 12- 1, 3rd Floor, Redram Ak, l!c-.hmGud..u Opp. $81 Main Branch, Vsakhagetrens-530 00U

M: 0891-2574517 Tole Fax: 0591-2574703 Emsll: infofiykecprojects.com, Webaite: www. riu:pm)e tscom
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o S Zonal Office HYDERABAD

B/ TELE © 24757005 / 24755060
§-0/amall_: epoe_hyd@mahabank.ca in

. TUTT Al AT, 1501, me. ™-2
Lsai il (ads Head Office: LOKMANGAL 1501 SHIVAJINAGAR PUNE-5

W WIS, 404308 360 v 465 ¥ 465, TAA IO, M hﬂwmn—?nﬁ"*f?ﬂi: *"rrm' """
i L figend, E-’ h I L'rlg: il Id
S e RA T Srviy 3oy gy oL rlen st Gona bt et ) 6092

SANCTION LETTER
To
The Assiatnt General Manager
Bank of Maharashtra
Corporate Finance Branch Hyderabad

Sanction No. | ZLCC/ZM/ 491 2023-24
Reference AXZ1ADVISANTReDS/IRKEC/CFBHYD/2023-24

(Noe. )
Date 2810612023
Sector Mon Priority S

| BSR Code | 40003

Dear Sir,

Re: Enhancement of Buyer-wise Limit in TReDS from Rs.6.00 Crore tocRs.15.00 Crore to Mis
RKEC Projects Limited, Corporate Finance Branch Hyderabad

With reference lo the caplioned proposal recommended by the branch, we are pleased to inform you
that a note was placed before ZLCC of Zonal Manager, who have accorded sanclion under the terms
and condition as set out below:-

Buyer : | RKEC Projects Limited
(CIN: L45200AP2005PLCO45795)
Limit : | Rs.15.00 crore (Rupees Fifteen crore only)
[Enhancement from Rs.6.00 Crore] o
Purpose | : | Bill discounting_on TReDS platferm raised by MSME sellers of the Buyer
Margin : | Nil P .
Security : | Primary: Assignment of factored bills. |
Collateral : Nil ]
Rate of ;| Linked to RLLR
Interest At RLLR i.e, 9.30% p.a. presently (Up to 90days)
At RLLR+0,70% i.e. 10.00% p.a. presently (91-180days) 1
Minimum ROl should not be below prevailing RBI's Repo Rate, ROI linked to tenor
based RLLR as per HO Circular no. AX1/MSME/TReDS/ RO/ Cir.Ho, 156/2022-23 dated |
20102022 o
Other Charges Charges like Platform charges CERSAl charges as applicable on and above

applicable rate of interest.

Interest ;| Leg 1 (Upfront) / Leg 2 (on due date)
Collection | | 0.10% extra to be charged for Leg 2 Bills
Penalty | For extension of due date by 15 days : 0.25% of bill amount
| Interest: 2% above the applicable ROI for extended period. L
Others | Full interchangeability is allowed among all the three TReDS pilatforms |

(RXILINVOICEMART& M1 Exchange) |

#» The total exposure an all the TReDS Platforms pul together for M/s RKEC
Projects Limited Shall not exceeds Rs. 15.00 Crore at any given peint of
time. i

» Company to comply with TReDS guidelines issued by Banks on time to time |
basis and ithe same shall be followed/complied scrupulously. |

» Branch to ensure that the Companies with common Direclorships are
classified into Group / Mon-Group as per Loan Policy and ensure that there
are no adverse observations in any of the Group Concerns.

= Branch fo obtain and keep on justification for the Yellow Flags and Red Flags
as per the Corposilory Report.

= Branch to obtain the no overdue certificates from the lenders wherein |

overdue is reflected in the Commercial CIBIL of the borrower.

UCC- Bank shall at its sole discretion, be entitied and at libery 1o exercise its

absolute right to cancel the limits, unconditionally and without any prior nolice

in case of occurrence of all or any of the following events-

= The Limits /parts of limits not utilized, Deterioration in the loan account in any

manner whatsoever

Any other reason which the Bank considars appropriate to cancel the facility.

»

Yours faithfully,

S_‘[ b '{_-
(K E Harl Krishna)
Assistant General Manager,
CPC-Commercial

Hyderabad Zone
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(viii) From the above, it is noted that the purpose of the limit is “bill
discounting on TReDS platform raised by MSME sellers of the
Buyer”, the security is “assignment of factored bills” with nil
collateral, and the interest is linked to RLLR and collected “Leg 1

(Upfront) / Leg 2 (on due date)”, with a penalty for extension of the
due date.
(ix) The Financial Creditor has enclosed the SWIFT advices dated

01.02.2025, 13.02.2025, 14.02.2025 and 18.02.2025 (page 33

onwards), one of which is reproduced below:

BANIC OF MANARASHTRA TEL NO: BQH79 9212
Ll Y ; x i 2124
-:f?l\r:'ORP\TL CINACE BRANCH FAX NO: BO0B79 92124
E[;L!.'"\H BAZAR KOTTI HYDERABAD TFSC CODE: MAHBOOO21:4
ICLAMGANA PIN CODE: 500001

CATE: 01/02/202%

M/5 RKEC PROJETCS LIMITED

DOOR NO 10 12 1 RADMAM ALCAZAR

JRD FLOOR OPP SBI MAIN BRANCH

OLD JATL ROAD REDNAM GARDENS VISAKH

Dear Sir(s}),

Qur Reference No. 0212425ET5003586
Prosentation amountINR20,00,000, 00

We have Discounted the captioned bill and advise having crediled proceeds to
your account after deducting the following charges from bill discounting

pir \-;,neds.

Amount of Bill INR20, 00, 000.00
Lyw= charges

P rLage/Cable Chrg 0.00

D scount ing Comm, 0.00

651 0.00

OLhey Bank Charges

Discounting Interest 81,429.00
Amcunt Credited 19,18,571.00
Ac ount Credited

Lustomer Account 0000006044159779717
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BANK OF' MAHARASHTRA TEL |

) NO:  BOB79 92124

CORFORATE FIMACE BRANCH FAX NO: 80879 92%51

SULTAN BAZAR KOTI HYDERABAD IFSC CODE: MAHBO002124

T?L??GANA PIN CODE: 500001

Pleasce Quote Qur Ref o, :D212125é;ga;;;3;'"‘“----h__----h__qq--__? ---------
Mail To: Drawer: e o020z
any bank 1n india M/S RKEC PROJETCS LIMITED

DOOR HO 10 12 1 RADNAM ALCAZAR
3RD FLOOR QPP SBI MAIN BRANCH
oelir Bfc OLD JAIL ROAD REDNAM GARDENS VISAKH
We enc.ose the following bill for Collecti i
: y 5 on and disposal of proceeds
the inslructions below. Please acknowledge receipt. ' ? H e e

Tenor : Usance Drawee

]41 Days from Date of Sight/P BBRINDIAPRIVATE LIMITED
LR/RR Ho. :RI-290125-000776 anywhere in india

LR/RR Date:01/02/2025

Gonds

Maturity Date;25/06/2025
Bill Amount: TNR

Invoice No,:000000604G1984582 Invoice Amt: INR 21, 00,000.00

DISPOSAL INSTRUCTIONS:

|.Deliver documents against PAYMENT / BCCEPTANCE.

2.In case of ACCEPTANCE, please advise us DUE DATE.

3.Protest for Nen-Payment/Non Acceptance in case of dishoncur.

1.Collect your charges from Drawee, same should NOT be deducted From proceeds,

HEVPTLEMENT INSTRUCTIONS:
Please remil proceeds (o us on maturity,
Unless otherwise specified the negotiation is i
subject to U 5 5
iy g )] te URC(1995 Revision) ICC

Yours faithfully,

rt

It is noted that the SWIFT advices referred to above suppliers as
the drawees and do not, on their face, evidence a credit of the
discounted amounts to the Corporate Debtor. The statement of
account records transfers to a TReDS Settlement Account;
however, the material presently referred to does not establish that
the said account was held by the Corporate Debtor or that the
amounts were credited to an account maintained for it. These

documents, read with the settlement mechanism described in the
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Agreement, support the Corporate Debtor's contention that the
amounts were remitted towards the suppliers invoices. The legal
character of the transaction must nevertheless be determined by
considering the entire contractual arrangement and not merely the

identity of the account to which the funds were remitted.

The Financial Creditor has enclosed the computation at Annexure

(xi)

A-4 (page 31) for 31 bills, the relevant extract of which is reproduced

below:
Total
Interest Total Interest FENAL
OISCOUNT, MATURITY_ INTEREST slongwith  Total Amaunt collected INTERESTas en
S BILLREFND BUYERSID  BUYERS NAME DATE  OATE  NWOKCEDA MATE  Pemlmm  Credied wphont  Totalameunt  18-06-2035

1 O0SETEONSERE  AORBSOGA0SL MY RREC PROIETCS LMITED U005 SOGU0E mncherge 100 B HAd 000000 RaLemO0
L UINMISETSOOHS  AORECORI0NN MS RKECPROIEYCS UMITED 032085 B M 00 nR o omms 0o esnm
3 03124256 75004509 40260951051 M/S RKEC PROJETCS UMITED 1300008 BO2005 mixchange 1034 (TR A LEE) nE 0SS 1St
4 Q21SETS0451 40263961051 M/SRREC PROETCSUMITED 1302838 SORN0E mischange 104 123 15 BED WM L30sm
S DI2405ETS00M512 40268962051 M/SROECPROETCSUMITED 13002005 25463005 mixhing 104 LW &um e 500000 f051670
6 O1JASETSOMST 40268061081 W/SREEC PROJETCSUMITED  1302.200% U620 miuhange 104 LM unes B3 BEM 30670
T QAMISETERMEM AUBSSRI051 W/SRIECPROJETCS LMITED 13003008 1&D6-2029m1mhm 104 03 s BNE AR 15950400
B 0212425670018 AQUES553051 WS RREC PROIETCS LMITED 1302008 2506205 miwhange 1034 00 nM 03084 145750
& QILISETEDMMS1 AQTEES61051 NS RAECPROJETCSLIMTED 1302028 BRI minhange 1034 3 s DAL TR T
10 QLLISETSO0NS0T 40266961051 NS REEC FROJETCSLiiTED OO0 5062008 wlwhingr 0y B0 WEEO00000  1eb0ane0
10 ORI2ADSETSI0NSIE 40268961081 S RNEC PROJETCS LMITED LGS BO0E mluchange 103 4 BOAEE LM NM00  3E0M
12 0124256700467 aq2Em6A051 W/SRAECPROITCSUMITED  1402:2005 QL0720 miuchange 1039 03 ey BmE MIESL  29H060
13 GRIMISETSO0ER  d0nsdaeLts) WIS RAEC PROMTCSUMITED  J00-0015 25:08.200 mixhange 1038 13 eI Llsm
14 QUMETSOMEES  4D2GO6A0] WS RXEC PROIETCS LIMITED 16000005 25062005 miichinge 1038 P I T ] B IS0 486000
13 DRAZEETSO0GES 40269961050 MJSRKEC PROIETES LMTED VEQLI005 462005 mihange 1039 0B G0 B3NN 157sLm
16 OILALSETSO0AS 026906051 WS RNEC PROJETCS LIMITED WO OGS i 3 L7kl DB 100000 L2sum
17 QLMISETSOOARA0  A026H951051 MJS RKEC BROJETCS LiTED 02005 25062005 mixchange 1039 13 s o 100000 1215408
18 02U24ZETIO0EN  A02698RL05E M RKEE PROJETCS LkieD WRUS BN mchnge 0B 13 IR0 o 10%00 12150
19 GLA2005ETSO0MESD 40260061051 MJS RREC PROJETCS LIMITED 1005 RO mlicinge 1030 pa LT BT 1000m  1g81400
20 QISETIOMEM 456951051 W/SRRECPROMTCS UMITED 144020005 02073006 minhange 1039 03 s s 1BEN 1350040
1 012425 TS 004695 AI69E1051 M/S REEC PACIETCS LIMITED 103005 6202005 mishangs 103 0¥ nese FRLIE D 111 IR o |
2 O2L415ETS0050 T SUTGHO61050 M/S RREC PROJETCS LMITED 18000008 0202025 AL 1039 L3 s IS RS 7mm
23 OLLMISETSOOGNTA  A026RA1050 WS RKEC PROJETCS UlED 18012025 02072025 Rl 0¥ uy oaww o 0 5480000
20 OMMISETSO0TS  A0L6OB6L050 MG ANEC PROJETES UNATED AB02-2025 05:07-2005 AL 0¥ nM owEm o e 3,70,068.00
2 QHLM2SETSO0507 A0269361051 MUSRNECRROJETCSUMITED 16003005 03072028 R, 103 EEC T ] TR WA L6500
16 OISETSO0S0TT 4006861051 MSRKECROIETCS UMITED 184023035 03:07-202% KL 1034 Ld wnss BT 1AL 1941500
20 QUMISETE0STS  donsmginst MSRKECPROITCS UMITED  1800-2005 05072005 Rl 0 nx amm o anm SA98TR00
26 CR202SETSOOS080 4026991050 NS KEC PROJETCS Laaep 1B022028 0307-2028 AL 03 14 pam B WO 236000
20 GL12025ETSOOS060 0263961051 NS RXEC PROJETCS LiTED 1B0208 9072025 AL 0¥ nu pam L REL /R X )
30 0212425ETS00508) AQEE30G1051 /S RAECPROBTCSLMITED 18002008 06071025 Rl 104 JERTI (LY B 0% 13Mn
$100DGDSETSO0S0R  ADDEDSH0T WS RREC PROKTCS UMITED 18002005 09072028 RuL 03 nu o wam 0000 2340000
BELAMG  BMER 151 51,7300
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It is noted from the above computation that, in respect of each bill,
the “total amount credited” plus the “total interest collected upfront”
is equal to the “total amount” of the bill, the totals being
Rs.6,97,44,466/- plus Rs.28,03,659/-, i.e., Rs.7,25,48,125/-.
Therefore, the suppliers were paid the invoice amount less the
interest collected upfront. The Financial Creditor has not placed any
material to show that the Corporate Debtor paid the interest upfront.
The interest of Rs.86,51,793/- claimed in the Petition is the amount
shown in the column “penal interest as on 18.06.2026”, i.e., interest

on the overdue amounts for the period after the due dates.

It is further noted that the bills at serial nos. 22 to 31 of the
computation are shown against “RXIL” and the others against
“‘m1xchange”, whereas the only agreement placed on record is the

Agreement with the Company hosting M1xchange.

(xiv) The bills were not paid by the Corporate Debtor on the due dates,

i.e., 25.06.2025, 02.07.2025 and 09.07.2025. The Financial
Creditor issued the notices of overdue dated 01.08.2025,
02.09.2025, 15.09.2025 and 22.09.2025, and the Corporate Debtor,
by its letters dated 12.08.2025 and 18.10.2025, sought additional
time. The Financial Creditor classified the account as NPA on
23.09.2025, the NeSL Form-D records the date of default as
23.09.2025 and the amount in default as Rs.7,76,58,935/-, and the
Financial Creditor issued the demand notice dated 17.01.2026. The
present Petition was filed claiming Rs.7,80,72,058/- as on

18.06.2026.
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(xv) The “financial debt” has been defined under sub-section 8 of
Section 5 of the IBC as below:

"(8) "financial debt" means a debt along with interest, if any, which
is disbursed against the consideration for the time value of money
and includes-

(a) money borrowed against the payment of interest;

(b) any amount raised by acceptance under any acceptance credit
facility or its dematerialised equivalent,

(c) any amount raised pursuant to any note purchase facility or the
issue of bonds, notes, debentures, loan stock or any similar
instrument;

(d) the amount of any liability in respect of any lease or hire
purchase contract which is deemed as a finance or capital lease
under the Indian Accounting Standards or such other accounting
standards as may be prescribed;

(e) receivables sold or discounted other than any receivables sold
on non-recourse basis;

(f) any amount raised under any other transaction, including any
forward sale or purchase agreement, having the commercial effect
of a borrowing;

Explanation.-For the purposes of this sub-clause, -

(i) any amount raised from an allottee under a real estate project
shall be deemed to be an amount having the commercial effect of a
borrowing; and (ii) the expressions, "allottee" and "real estate
project” shall have the meanings respectively assigned to them in
clauses

(d) and (zn) of section 2 of the Real Estate (Regulation and
Development) Act, 2016 (16 of 2016);

(g) any derivative transaction entered into in connection with
protection against or benefit from fluctuation in any rate or price
and for calculating the value of any derivative transaction, only the
market value of such transaction shall be taken into account;

(h) any counter-indemnity obligation in respect of a guarantee,
indemnity, bond, documentary letter of credit or any other
instrument issued by a bank or financial institution;
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(i) the amount of any liability in respect of any of the guarantee or
indemnity for any of the items referred to in sub-clauses (a) to (h)
of this clause.”

(xvi) A debt is a “financial debt” under Section 5(8) only if it is disbursed
and the disbursement is against the consideration for the time value
of money. Both ingredients must be satisfied. The Financial Creditor
contends that the debt falls under clauses (a) and (b). Since the
transaction is the discounting of invoices, clauses (e) and (f) also

need to be examined.

(xvii) The Agreement provides that the credit amount is credited to the
supplier's bank account and the debit amount is debited from the
financier’s bank account that is the Financial Creditor (Annexure 1,
as per the clauses 1.5, 1.6 and 3.10.1). It makes no provision for
any credit to the buyer that is the Corporate Debtor. The SWIFT
advices identify the suppliers as drawees, and the Financial
Creditor has itself pleaded that payment was made to the seller on
behalf of the Corporate Debtor. The Financial Creditor submitted
that the TReDS Settlement Account is the account of the Corporate
Debtor. However, the Statement of Account does not identify it as
an account of the Corporate Debtor. The Account is maintained by
the Financial Creditor itself, and its debit entries record the Financial
Creditor’'s own accounting of the utilisation of the limit. They do not
show receipt by the Corporate Debtor. Therefore, we find that no

amount was disbursed to the Corporate Debtor.

(xviii)The Annexure A-4 computation shows that, for the 31 bills, the

amounts credited to the suppliers plus the interest collected upfront
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equal the invoice amounts (Rs.6,97,44,466/- plus Rs.28,03,659/-
equals Rs.7,25,48,125/-). The price for early payment was therefore
recovered from the amounts payable to the suppliers, and the
Financial Creditor has not shown that the Corporate Debtor paid it.
The interest of Rs.86,51,793/- is shown as “Penal Interest as on
18.06.2026", i.e., interest on the overdue amounts after the due
dates. The Agreement provides for such penal interest on delay
(Clauses 1.19, 1.20 and 3.5; Annexure 1, Clause 3.8). The sanction
letter is a communication between the Zonal Office and the Branch
of the Financial Creditor. It is not an agreement between the parties,
and no document has been placed on record under which the
Corporate Debtor undertook to pay interest for finance extended to
it. The Corporate Debtor’s liability remained the amount it owed its
suppliers, on the same due dates. Interest for delay in payment of
trade dues does not convert an operational debt into a financial
debt. The second ingredient that is the time value of money is also

not satisfied.

(xix) The sub clause (a) of Section 5(8) requires money borrowed, i.e.,
advanced to or placed at the disposal of the borrower, which is not
the case here and the sub clause (b) of Section 5(8) covers an
amount raised by acceptance under an acceptance credit facility.
The Corporate Debtor's acceptance on the platform is only a
confirmation that the supplier’s invoice is genuine and payable as

per clauses 3.1 and 3.2, and it raised no amount.
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(xx) The Financial Creditor relies on the buyer’s i.e. the Corporate
Debtors undertaking to pay the amount underlying a discounted
factoring unit to the financier on the due date (as per the Clause 3.3;
Annexure-1 Clauses 3.2.3 and 3.5.2). That undertaking arises on
the Buyer’s acceptance of an invoice for goods or services supplied
to it, and it identifies the assignee to whom the existing trade liability
is to be paid. It is not a promise to repay borrowed money. The
Agreement is also between the platform operator and the Corporate

Debtor, and the Financial Creditor is not a party to it.

(xxi) The sub clause (e) of Section 5(8) concerns the person, who sells
or discounts the receivable, i.e., the supplier. The Corporate Debtor
is the account debtor. Even if a financial debt arose between a
supplier and the Financial Creditor, it would not be a financial debt
against the Corporate Debtor. Second, the Agreement provides that
discounting is “without any recourse to the supplier” (as per
Annexure-1 clauses 3.10.1 and 3.10.2), and the receivables are
assigned outright to the Financial Creditor (as per Annexure-1
Clause 3.6.1). The Financial Creditor has not placed any document
showing recourse to the suppliers, so the receivables fall within the
exclusion in clause (e). Discounting of invoices is specifically

covered by clause (e) and cannot be brought under clause (f).

(xxii) Further the “operational debt” under Section 5(21) is a claim in
respect of the provision of goods or services. Each ‘factoring unit’ is
the invoice of an MSME supplier on the Corporate Debtor for goods

or services (as per Clauses 1.8 and 1.29). On the Supplier's
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execution of the deed of assignment, the receivables stood
assigned to the Financial Creditor (as per Annexure-1 Clause
3.6.1), as the Petition itself pleads, an operational creditor includes
a person to whom an operational debt has been legally assigned,
and under Section 21(5), an assignee of an operational debt is
considered an operational creditor to the extent of the assignment.
An assignee has no higher right than its assignor, so the debt

retains its character in the Financial Creditor’'s hands.

(xxiii)On a consideration of the Agreement dated 20.01.2021, the
sanction letter dated 26.02.2024, the SWIFT advices, the
computation relating to the 31 bills and the other material placed on
record, we find that the transactions in question arise from the
discounting and assignment of receivables originating from the
supply of goods or services by the suppliers to the Corporate
Debtor. The amounts were remitted to the suppliers, and the
material relied upon by the Financial Creditor does not establish that
the amounts were credited to an account of the Corporate Debtor

or otherwise placed at its disposal as borrowed money.

(xxiv) The obligation of the Corporate Debtor to pay the Financial
Creditor on the respective due dates, as recorded in the Agreement,
must be considered in the context of the underlying trade
receivables and the assignment thereof. Such an obligation, by
itself, does not establish that the Corporate Debtor raised an
amount under an acceptance credit facility within the meaning of

Section 5(8)(b) of the Code. The question is whether the
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transaction, viewed as a whole, satisfies the statutory requirements

of financial debt.

(xxv) The Hon’ble NCLAT in the matter of Canbank Factors Limited v.
Brijesh Singh Bhaduria & Anr. (Company Appeal (AT)
(Insolvency) No. 742 of 2025, (decided on 28.01.2026) has held
that such debt would be an operational debt coming within the
meaning of Section 5(21) of the Code, having arisen from the
Corporate Debtor’s procurement of goods from its suppliers during
the ordinary course of business operations. The relevant extracts of

the above judgment are reproduced below:

"29. the Appellant, acting as the 'Factor', acquires invoices raised
by suppliers on their respective buyers and advances payments to
such suppliers against those invoices. The Appellant then assumes
the responsibility of recovering the corresponding amounts directly
from the buyers, thereby providing liquidity to suppliers while
undertaking the collection risk associated with such receivables. The
core dispute revolves around the characterization of the debt while
the Appellant claims status as a 'Financial Creditor under Section
5(8) of the Code and the Respondents maintain that the underlying
transaction represents an operational debt under Section 5(21) of
the Code, being essentially an assignment of trade receivables
arising from supply of goods.

30. We observe that the debt claimed by the Appellant arises out of
the discounting of trade receivables originally payable by the
Corporate Debtor to its suppliers for goods received in the ordinary
course of business. the Appellant, acting as a Factor, purchased
such receivables by paying the suppliers upfront, thereby stepping
into their shoes for the limited purpose of recovery of dues from the
Corporate Debtor. The entire basis of the Appellant's claim stems
from trade payables owed by the Corporate Debtor to its suppliers
debts that are squarely operational in nature as per the definition
under Section 5(21) of the Code. The mere assignment of such
operational debts to a third party, including a financial institution
or factor, does not convert the nature of the debt into a financial
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debt. As defined under Section 5(8) of the Code, a "financial debt"”
involves disbursement against the consideration for the time value
of money, such as loans, debentures, bonds, etc. In the present case,
the transaction in question does not involve any loan or
disbursement made to the Corporate Debtor.... The Appellant merely
stepped into finance the suppliers, and any recovery from the
Corporate Debtor was in lieu of its operational dues payable to said
suppliers. The debt that arose in the above-mentioned transactions
between the Corporate Debtor and the Supplier are for the purchase
of goods in the normal course of business of the Corporate Debtor,
and therefore according to the definition of the Operational Debt
given under Section 5(21) of the Code, the debt is Operational in
nature,"

(xxvi) The above principles laid down to the contractual arrangement
and evidence in the present case, we find that the mere assignment
of the underlying trade receivables to the Financial Creditor does

not, by itself, convert the operational liability into a financial debt.

(xxvii) The Financial Creditor has sought to distinguish the above
judgments on the ground that the financier therein is not
nationalised bank. The fact that the Financial Creditor is a bank
does not alter the nature of the underlying transaction. The
character of the debt must be determined by reference to the rights
and obligations arising from the transaction and the statutory
provisions of the Code. The classification of the account as a non-
performing asset and the record of default may be relevant to the
question of default, but they do not, by themselves, establish that

the debt is a financial debt.

(xxviii) For the foregoing reasons, and having regard to the contractual
documents and the evidence on record, we find that the amount

claimed in the present Petition represents an operational debt
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arising from the supply of goods or services and the subsequent
assignment of the receivables. The Financial Creditor has failed to
establish that the debt claimed against the Corporate Debtor is a
financial debt within the meaning of Section 5(8) of the Code.
Consequently, the Financial Creditor cannot maintain the present
Petition under Section 7 of the Code in respect of the debt in

question.

14. In view of the foregoing findings, the debt claimed by the Financial
Creditor has not been established to be a financial debt within the

meaning of Section 5(8) of the Code.

15. Accordingly, CP (IB)/24/7/AMR/2026 is dismissed as not

maintainable under Section 7 of the Code.

Sd/- Sd/-
(Umesh Kumar Shukla) (Kishore Vemulapalli)
Member (Technical) Member (Judicial)

Anusha/ Naidu PS
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