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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 No.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, 3rd 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.  

(ii) 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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the swift messages issued by the Financial Creditor against each 

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

(iii) 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. 

(iv) 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).  

(v) Pursuant to the Agreement, the Corporate Debtor assigned the 

relevant bills receivables in favour of Financial Creditor, thereby 

securing the facility.  

(vi) 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.  

(vii) 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.  

(viii) 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.  

(ix) 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.  

(x) 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. 

(xi) 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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(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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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. 

(xiii) 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. 

(xiv) 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. 

(xv) 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.  

(xvi) 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: 

 

 

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

following documents along with the Petition: 
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(a) Copy of the Board Resolution dated 19.04.2022, of the 

Financial Creditor authorizing the signatory at Annexure-1 of 

the Petition; 

(b) Written communication obtained from the Insolvency 

professional for appointment as Interim Resolution Professional 

along AFA and registration at Annexure-2 of the Petition; 

(c) 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; 

(d) Statement of account Corporate Debtor with the complete 

interest calculation computation at Annexure-4 of the Petition; 

(e) 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; 

(f) Master Buyer Agreement dated 20.01.2021 at Annexure-6 of 

the Petition; 

(g) 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; 

(h) 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; 

(i) 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; 

Case Citation: (2026) ibclaw.in 4125 NCLT

IBC Laws | www.ibclaw.in



 NCLT, Amaravati Bench 

 

Page 10 of 38 

(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;  

(l) 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 

Case Citation: (2026) ibclaw.in 4125 NCLT

IBC Laws | www.ibclaw.in



 NCLT, Amaravati Bench 

 

Page 11 of 38 

a financial creditor within the meaning of the section 5(7) of the Code, on 

the following grounds: 

(i) 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. 

(ii) 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. 

(iii) 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. 

(iv) 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. 

(v) 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. 

(vi) 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. 

(vii) 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".  

(ix) 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. 

(x) 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).  

(xi) 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. 

(xii) 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. 

(xiii) 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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(xiv) 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. 

(xv) 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.   

(xvi) 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 

Case Citation: (2026) ibclaw.in 4125 NCLT

IBC Laws | www.ibclaw.in



 NCLT, Amaravati Bench 

 

Page 16 of 38 

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. 

(xx) 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 

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. 

(xxiv) 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. 

(ii) 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.  

(ii) 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: 

 

(iii) 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:  
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(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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(v) It is 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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(vi) 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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(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: 
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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: 
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(x) 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 

Case Citation: (2026) ibclaw.in 4125 NCLT

IBC Laws | www.ibclaw.in



 NCLT, Amaravati Bench 

 

Page 29 of 38 

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. 

(xi) The Financial Creditor has enclosed the computation at Annexure 

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

below: 
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(xii) 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. 

(xiii) 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 

Case Citation: (2026) ibclaw.in 4125 NCLT

IBC Laws | www.ibclaw.in



 NCLT, Amaravati Bench 

 

Page 38 of 38 

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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