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BEFORE THE ADJUDICATING AUTHORTTY
TI]E NATIONAL COMPANY LAW TRTBUNAL

DIVISION BEIYCH, COURT - I, AHMEDABAD,

rA/ to37l III{|2O24

\al r222lAHMl2O24

rA/ t7a7@lJIr{|2O24

CPIIB) No. s3 of2023

In the matte! of: Sebdcic India Limited

rAt 1037tAI[N,]2024

(Apptication fled undq Section 6a(s)(c) and Section 22 of the
Insoluencg and BankruptcA Code, 2016 r.LD. Rule 11 of NCLT Rules)

Mankh Kumar Bahgat
Interim Resoiution Piofessional of
Sebacic India Ltd.
Having ofiice ati
B-1204, Shilp Coryorate Park,
Rajpath Rangoli Road,
Next to Aaron Spect.a, Bodakdev,
Ahmedabad-380054
Email: mbhasat20O3A)Ernail.com

....Applicant/IRP

v6

1, Sterlirg Auxtltaries P!t. Ltd.
Member of CommirLee of Credirors
Having address at:
Block No. 210, Marol Bhavan,
Maroi Co-Operative Industrial Estate Ltd. M. V. Road,
Andheri Easr, Mumbai Cjty,/ Mumbai, Malarashrra.

<1

A/ rB?tAHM)2o21, u/ r222tABM)2a4, A/ ) 737tABM)2e1
,a c4tB) s3 oJ2a% kte natur at



India, 4O0059
2. Tu3ha! Raojibhat Patel

Through his POA Sanjiv Kiritbhai Patel
Having address at:
86lA8, Tapowan Society, Ambawadi,

Gujarat-34o015, India

4/

3. Vbhru P. Pat€l
Through his Authorised Representative
Shivam D Parikh
Having Address at:
301, Shivalik Shilp,
Iscon Cross Road,
S.G. Highway,
Ahmedabad 3aOO58

4. Plyush R, Patel
Through his POA Sanjiv Kiritbhai Patel
Havins Address at: 86/A8.
Tapowm Society,
Ambawadi, Ahmedabad,
Gujaiat-3a0o15,India

5. Raaesh D. Patel
Through his POA Sanjiv Kiritbhai Patel
Having address at:
a6lAB, Tapowan Society, Ambawadi,
Ahmedabad 380015

.... R6pondent3
AIID

rAl L222tA7IMl2024

(AppLication under section 6o(s) read Loith section 21 (2) of the
Irlsolvencg and BankruptcA Code, 2O1 6).

Ste tng Auxtltart* Pgt. Ltd.
CU{: U74999MH19aSPTCO36959
Through its Authods€d Representative, covind K. Satian,
Male, Agedi 5a years,
Registered office atl
'Biock No. 210, Marol Bhawan,

u/lal tevtzo24 A1 t222laHLr2A24 k/ raTtaHMUA2l
n otltst ;3 af 2.2-1 t4 thc nan4 or



Marol Cooperative Indust al Estate Lrd.,
M.V. Road, Andheri East,
Mumbai-4O0059.Maharashtra

Velsus

1. CA Mantsh KuDar Bhagat,
lnterim Resolution Professional
Having address at: B-1204,
Shilp Corporate Park,
Rajpath Rangoli Road,
Bodakdev, Almedabad-3aO.054-

2. Mr. Vtshnubhat Patcl
Residing at: 18 Nathan Drive,
Towaco, NJ 0702-1452,
United States of America.
Through his authorised representative
Shivam D. Par:ikh
Having address at: 30 r,
Shivalik Shilp, Iscon Cross Roads,
S.G. Hiehway, Ahmedabad-38o 058.

3. Mr. Tushar Raojibhai Patel
Residing at: Dalna t€ne,
Lawerenceville New Jersey,
United State of Ame ca.
Through his Power ofAttorney, Sanjiv Kirirbhai Patel
Having address at:
86/A8, Tapowan Society,
Ambawadi, Ahmedabad, cujarat 38O O15.

4. Mr. RaE€sh D. Patel
Mate, Aged: Adult Through his Power of Attorney,
Sanjiv Kiritbhai Patel
Having address at:
86/AB, Tapowan Society,
Ambawadi, Ahmedabad,
Gujdat 3aO 0r5.

5. Mr. Ptyusb R. Patel

u / t o t 7 | 4k)2t )24. A/ t 2 221 4H M)2024, W 1 7 37 taHvt rA2 t
e cqta, 5J al 2a2 3 h nE trakr ar kb@. haa b1red



,.. Resporderts

ANI)
tAt t7a7I,IIMl2O24

(Appt.ation fted under Section 6o(s)(c) and Section 22 of the
Insoluencg and BankruptcA Cade, 2016 r.Lo. Rule 11 af NCLT Rules)

Tushar Raojibtai Patel
Through his POA Sanjiv Kiritbhai Patel
Having address at:
86/AB, Tapowan Society, Ambawadi,

Gujaat 380015, India
....Appltcant

1. Markh KuEar Bhagat
Interim Resolution Professional.
B-12O4, Shilp Coryorate Park,
Rajpath Raigoli Road, Bodal<dev,
Ahmedabad 3aO 059.

2. Sterlirg Auxfltades Pvt. Ltd,
Through its Authorized representative,
c.K. Salian
Having its registered office at:
Block No. 21O, Marol Bhavan.
Msrol Cooperarive Industrial Estate Ltd ,
M V Road, Andhrei(East),
Mumbai 4OOO59

.... R€apordenta

ORDER PRONOUNCED ON: 09.07.2025

Male, Aged: Adult Through his Power
Sanjiv Kiritbhai Patel
Having address at:
a6lAB, Tapowan Society, Ambawadi,
Ahmedabad, cujdat 3aO 015.
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CORAM:

SH. SHAMMI KHAN, HON'BLE MEMBER (JUDICIALI
SH. SANJEEV KUMAR SHARMA, HON'BLE MEMBER {TECHNICAL)

APPEARANCEI

For the Respondent :

Mr. Nipun Singhvi, Adv. A.w. Mr. Mal,ur
Justawat, Adv. for lfor 1A rO37 ol2o24l
Mr. Saurabh Soparkar, Sr. Adv. a.v. Mr.
Siddharth K Gujarati, Adv. & Ms. DiB?a
Shah, Adv. inl\lt222 ot 2o2a

Mr. Nddish Chudgar, Adv. (in IA/17A7 ol
2024)

Mr. Turab Ali Kazmi, Adv.
Mr. Utkarsh Singh, Adv.
Mr. Hardik Kukreja, Adv. a.w. Mr.
Himashu Shah, Adv.

COMM O N ORDER
lPer,: Berchl

1. The present adjudication pertains to thre€ interlocutory

<-/

u/14376H1n2o24 b r222t^HM)2a24 b/ t?An HM)2a24

Ir\/1037{AllM)202.1, tA/ 1222|AHM)2O24,

Al lTaTlAHM)2O24, filed in the context oI the Colporate

Insolvency Resolution Process (CIRP) of Sebacic India Limited

(hereinafter referred to as the 'Coryorate Debtor"), initiaied by

the order ol this Adjudicating Authority oD 15.05.2024 under

CP (IB) No. 53 of 2023, pursudt to an application by M/s

Basil Enterpdses, an Operational Creditor. These applications



2.

raise interconnected issues conceming the constitution of the

Committee of Creditors (CoC), the classification of certain

findcial creditors as related parties under the Insolvenry and

Bankruptcy Code, 2016 IIBC), the validity of claims as

financial creditors, md the resolution of a deadlock in the

appointment of the Resolution Professional IRP).

tAl to37l,ItMl2o24, filed by Mr. Manish Kumar Bhagat, the

Interim Resolution Professional (IRP), on 28.06.2024 under

section 6O(5)(c) and Section 22 ol t}le Insolvency and

Bankruptcy Code, 2016 r.w. Rule 11 of NCLT Rules, seeking

judicial inter,'ention to resolve a deadlock in the CIRP proc€ss,

par:ticularly regading the appointment of the RP under

Section 22 of the IBC, and requests di.ections for the

respondents to cooperate Ior the smooth lunctioning of the

CIRP with the folowing pravers: -

Your Lordship ruV be pledsed to allou tlg ptesent

Your Inrdship may be pleo"sed. to remue deadlock in the
CIRP prccess and appoint present oAplirant as RP of tle
Cnlporate Debtar and direct Responnents to eapente uith
Apptbant lar smoathfunctianins of CIRP process.

vour Lordship maA be pleased to grunt any othet relief or
retief as ndA deem fit in tte iaterest of iusti@;<1

a/ 1o3rlAHrq2a24, k/ 1222tMMt2
h cPrB) s3 oJ 2a% rn rhe runet al



3. tA/ 1222lAHMl2O24, fi]..] bl st€rling Auyiliaries Pvt. Ltd

(hereinaJter 'Sterling") on 1O.O7.2o24 Under Section 60(5)

Read With Section 21 (2) of The Insolvency And Bankruptcy

Code, 2016, seeks the removal of Respondents No. 2 to 5

(Tushd Patel, Vishnu Patel, Ramesh Pate1, md Pilush Patel)

from the CoC, alleging they are related parties to the

Corporate Debtor under Section 5(2a) of the IBC vrith the

followins prayers: -

lA) The Honbte Tnbunalmay kndty be p|@sed la admit and alaw the
Prcsenl Applialion:

(B) The Hm'ble rnbunal may kindty be pteased to set aside the Repod
Cedilying lhe Commiftee of Cretlilots issuod by IRP;

(C) Ihe Han'bb Tnbunat nay kindly be pleded dectare Respon.tents No.
2 and 3 as relaled pailies;

(D) The Honbte Tibunat may kintlty
padies, beihg Respondenl No 2

be please.l enave thc @tate.l
and 3 han thc Cannttee at

(E) The Hon'ble lribunal may kindly be ple*ed to direct lhe reno@l of
lhe IRP and funhet be pleased lo appoint anather lRP, one W
Rajkunar Jaiswat. in his place:

(F) The Hon'bte Tibunal may kin.ny be pleased b ditect the IRP to
re@nstilule the Connitlee af Credilo6'

(G) Ihe Hon'ble tibunat nay kindly be pteased to *t aside att decisbns
taken by the camnittee ot Creditore hat may have a beadng @ the
namgerent of the conpany:

(H) Pending the heanns or tlis application, the Honae hbunat may
kindly be pleased la reslricl A1e IRP lrq taking any funher action;

<-/

^/ 
t a31A HtuPo24 Al r 222t4HM)2a24, a/ r /aTtaHM)!,24
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*r

(t) The Han'bte ftjbunat may kindty be pteased to stay the Resotuton
Pto, Fss ltlt the d,sDo-alotthe pe,elt appncaton

Al 1787dlllll12024, filed by Tuehar Raojibhai Patel on

20.17.2024, under Section 60(5), Read Wirh Secrion 21 (2) of

the Insolvency al,Id Bankruptcy Code, 2016, seeks the removal

of Sterlina Au>.iliar:ies P!'t. Ltd from the CoC, contending that

Sterling is a related party to the CD and not a genuine

financial creditor with the foilowins prayers:

This Hanble Tibunal nay kindly be pleased to admit and allow the

Ihis Hon'ble Tribunal nay be pleased lo disqualiry the Respondent
Na. 2 as a Financjal Creditot' af Corporate Debtar under the
ptovisians of lnelvency antl Banktuplcy Code, 2016 and be funher
ploase.l lo direct the remaval of lhe Respandent Na. 2 trcn the list of
Financial Creditar of the Coryaftn Debtor i.e. Sebacic lndia Lld (in

For convenience, the respective parties in all the lAs shal1 be

refered by their names instead ofApplicant and Respondent:

i. Sterlirg ADjrtliaries Rrt. Ltd. who is Applicdt in IA
No-1222 of2024 and Respondent no. 2 in 1A No-17a7 of
2024 arrd Respondent No. 1 in lA No. 1037 of 2024 is
being refered to as "sterliag,,.

ii. Mr. Tusha! Raojibhat Patel who is Respondent No.3

IA No.1222 of 2024, Respondent No.2 in IA No.1037

i', ! :,:;, Y y' i"" r : #'a#Ii i,.k: I i: :l i;: :i,::!,



2024 and Applicant in IA No.17a7 of 2024 is being

referred to as " Mr. Tushar Patel'

M!. Vkhnubhai Patel who is Respondent No.2 in
No.1222 of 2024, Respondent No.3 in IA No.1O37

addresses whether

are related parti€s

date of initiation of

2024 ad is not a party in IA No.17a7 of 2024 is being

refered to as 'Vishau Patel".

Mr. Ramesh D. Patcl and Mr. Piyush R. Patcl are

Respondent No.4 & 5 1n IL No.l222 ol 2024,

RespoDdent No.s & 4 in IA No.1037 of 2024 and are not
parties in IA No.17a7 af 2024 are being referred to as

Mr. Ramcah Patel" and Mr, Ptyush Patel

The lrtetilr Resoluttor ProfcEsional is Respondent

No.1 in IA No. 1222 of 2024, Applicart in IA No. 1037 of

2024 and also Respondent No.1 in IA No.1787 oI2024 is
beins referred to as "IRP".

6. This judSmen, consolidarps tl e ddjudicaLion of ail rhree

aalyzing the facts, documents, written

and 1.g.1 pre.ederlls citcd by thc partics. lr

Srer ; Tusl,ar P- rLl.

under Sedron 5(24) ol

dd Vishnu Patel

the IBC as on the

CIIiP in the .ase 01 Sebacic India Limitccl

4
i.e. 15.05.2024, evaluates the validity of their fina]1cial

B/ t o37tAHMP024, A/ 1222IAHM)2@4, A/ 1737IARM)2D4
4 c4B) s3 bI2e3 k nE nalbr at



creditor status, ad .esolves the deadlock in the RP's

appointment, ensuring compliance with the IBC's objectives.

DETNLED FACTUAI MAIRDT

7, Coiporate Debtor - Sebacic Irdia LiDited was incorporated

on 10.09.2007. Between 2011 and 2014, ar]d in 2018, Venture

Capital Funds, nmely wayzata III India Ocean Pvt. Ltd.

(\valzaral a'rd Iudia Nivcsh Rcnaissance Fund ilndia Niv.sh),

held si8nilicart shareholdings in this company. As of

December 2ola, wayzata held 52.8%, and India Nivesh held

35-3% of the Corpo.ate Debtor's shares, indicating a

substantial influence by extemal investorc during this pe od.

On 15.05.2024, this Adjudicating Autho ty admitted CP (lB)

No. 53 of 2023, filed by Operational Creditor - Basil

Etrterprlsea, aid initiated the CIRP against the Corporate

Debtor. Ma!tuh KuEar Bhagat was appointed as the IRP,

with the order rectified on 16.06.2024 due to procedural

clar:ifications- The IRP issued a public anouncement in Fom-

A on 1a.O5.2024, inviting claims from creditors by

29.05.2024, as mandated under Regulation 6 of the

Insolvency arld Ban|ruptcy Board of India (Insolvency

a.

a
b/ 1$rtAsM2a24 b/ 1222tA1tMt2o*, a/ rft?tAHtt)2D4
tn ctB) s3 oJ2a, k tu ruuq al



Re\olJuon Pro(ess tor Corpora e Pcrsonsj R.gularion\. 20.o

(CIIiP R.€ul3tb.sl

9. Arrsuant to the claims received. the IRP constituted a CoC

comprising five fmancial creditors: Sterling (4a.84% voting

share percentage), Tushar Patel (tt.as% voting share

percentage), Vishnu Patel (28.50% votirg share percentage),

Rmesh Patel l4.6ao/a vonr.g share percentag€), and Pilush

Patel (6.17% voting share percentage). The CoCs constitution

was reported to this Adjudicarins Authority and talen on

record on 19.06.2024 in IA|925(AHM)2O2a. Subsequently, in

the second CoC meeting on 06.07.2024, Mr. Pankaj Pandya

was included as a sixth financial creditor, revisins the votins

shar€s, though the IRP did not disclose the Iegal opinion

iLrsriIins this inc]usioD.

10. The first CoC meeting was convened on 14.06.2024, w}rere

Sterling raised objections to the inclusion of Tushar Patel and

Vishnu Patel, alleging they are related parties under Section

5(2a) due to their historical roles as promoters, directors,

shdeholders, dc1 gxaranrors Stcrling also dissenred on the

agenda to appoint the IRP as the RP, proposing Mr. Rajkumar

^/ 
ra34aHM)rh24, k/ 1222taHM)

tn *l)B) 53 at 2u23 h ttu mdet al

/r/



Jaisvral instead. The e-voting results revealed that

Respondents No. 2 to 5 (collectively holding 51-16% voting

share) voted in favour of conlinuins the IRP as the RP, while

Sterline (48.a4olo) voted against it. As Section 22(2) requires a

66% majority for such decisions, the resolutior failed, creating

a deadlock in the appointment of RP.

11. Sterlins's claim as a financial creditor stems from a Ioan

a8reem.nr ddred )4.OJ.2023. rhrough $hich .r ddvdn, ed Rs.

16,73,03,357.52 to the Corporate Debtoi to enable it to settle

a One-Time Settlement (OTS) with the State Bank of India

lSBl). The loan was secured by a mortaase deed dated

12.06.2023, executed pursuant to a board resolution on

10.05.2023 authorizing Mr. Nimish Mehta, a director, to sign

the agreement. Sterling asserts that this transaction qualifies

it as a firancial creditor under Section sl7) alld 18) ofthe IBC.

12. IAI1O37(AIIM)2O24, IRP, Srerlins, Vishnu patel, Tushar

Patel, Ramesh, dd Pi).ush Patel inter alia contend that: -

12.1. It is contended that the CIRP was initiated against Sebacic

India Limited on 15.05.2024 by the NCLT, Ahmedabad,

, following a petition by Basil Enterpises (Operational
<4 Credirorl rrder CP (lBt \o. 53 of 2023. The tRp was

A/ 1414/1BM)2D4, A/ 12!2|MME@4, a/ t 7a4 HM2a24
ln e@) s3 of 2a4 k tu @er aN



appointed as no RP was proposed by the operational

12.2. The IRP published Form A on 1a.O5.2O24, inviting claims

by 29-05.2024, and formed a CoC with five fmancial

cr€ditors, includiDs Sterling (48.84% voting share), Tushar

Patel, Vishnu Patei, Ramesh Patel, and Pi]'ush Patel.

12.3. The first CoC meeting oi 14.06.2024 discussed the

appointment of the IRP as RP, but a rcsolution failed due to

insulficient votes (51.16% in favor, below the 66%

threshold required under Section 22(2) of IBC), leadins to a

12.4. During the first CoC meeting, Sterling (Rl) opposed the

IRP'S continuation as RP, proposing anothe. RP, aleging
improper CoC fomation due to ihe inclusion of related

p€rties (R2 md R3).

12.5. The e-voting resulted in R2 to R5 (51.16%) voting for the

IRP as RP, while Rl (48.8a%) voted against, failing to meet

the 66% threshold, causins a deadlock.

12.6. Sterlirg alleges that R2 (Tushar Patel) a]ld R3 (Vishnu

Patel) ale related pdties under Section 5(24) of IBC due to
past shareholdirg, directorship, and personal guardtees
provided to barks, disqualifyine them from CoC

participation under Section 21(2).

/--/

|t/ t.iTtAHM)2h24, u/ 1222tAHil):)c,]4, A/ 1737tAHMt @4
in cPlB) s3 al2@3 hthe nadet aJ



r2.7. Sterling claims R2 a]ld R3 divested shares post-insolvency

filing to cncumvent related party status, citing the

Supreme Court's ruling in Phoenix Arc Pvt. Ltd. v- Spade

Financial Services Ltd. 12021) to argue that such

divestments with intent to sabotage CIRP are invalid.

12.8. Sterling also chalenges the IRP'S inaction in excluding R2

al,Id R3 and seeks their removal from the CoC and

replacement ofthe IRP.

12.9. Tushai Patel (R2) alleges Sterling is not a senuine rmdcial
creditor, claimine the bridge loan of Rs. 16.73 crores (via

Loan Agreement dated 24.03.2023 and Mortgage Deed

dated 12.06.2023], was a facade for a takeover deal of

Sebacic India Limited

12.10. Evidence includes Sterling's letter to SBI l2s.o3.2o23l
mentioning a "talcover deal' dd email exchanges

indicating share purchase negotiations. Tushar Patel

dgues the Ioan ageement was backdated (evidenced by a

O2.O5.2O23 email requesting its execution post-OTS

12.11. Tushd Patel futher alleges Sterling is a related pa_rty

under Section 5(24) due to its control over the CD's board

through appointed directors (e.g., Samir Datia, appointed

23.12.2023) and seeks Sterlins's removal ftom the CoC.

12.12. Sterling denies these claims, asserting the loan was

<) lesitimate, secured by a mortgage, ad that it holds only

a/ la3rlaHM)2o24, 
^/ 

t 222iaHM)
incr.tD) 53ol.a h r@ 

^4ue, 
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O.OOO08% shares, l:lj bctotr thc 20% thrcshold for rclatcd

party status. It claims the taleover deal fell through due to

CD's fi nancial discrepancies.

12.13. In the third CoC meeting ,13.07.2024],, the IRP added

Pankaj Pandya as a financial creditor, which Sterling

opposed, alleging he is a related party (promoter goup, per

Gujarat High Court s judgment in 2021). The lRP's

inclusion of Pandya without shdirg legal opiDion furthe.
fueled disputes.

72.14. R2, R4, afld R5 aliege Sterling seeks to dominate the CoC

(potentially achieving >75olo voting share by removing other

creditors) to approve a resolution plan by its associate,

Omt€ch Chemical Industries F^. Ltd., which proposes full
pal,rnent to Sterling (Rs. 15.76 crores) but nil to othe!

financia.l creditors alld partial payment to operational

12.15. They claim Sterling's actions are mala fide, aimed at

acquidne CD assets at a Iow price without settling

liabilities

12.16. Per Essar Steel and PTC India Fitarciai SerLibes, the IRP'S

role is to colate e.nd vedfy claims, not adjudicate them. The

IRP defends the CoC's constitution based on information

available as of 15.05.2024, notirg R2 and R3 were neither
shaJeholders nor dnccrors ar lhar rime.

A/ 1A34ARM2o4, k/ 1222tAHMEa4 a/ 17a7tahq2A24
,n cPlB) s3 at 2ax talhe rutu aN



12.17. Sterling denies beine a related party, emphasizing it is only
a secured creditor with Do ma-nagement cortrol. It argues

the Ioan was legitimate, suppoited by board resolutions
and a motgage deed.

12.18. Tushar Patel asserts he ceased being a director in 2ota
and held no shares by 2024, mal<ing him unrelated as pe.
Phoenix Arc and Dpak Bhadrd runngs, which Limit related
party status to present relationships unless divestment was

mala fide.

13. ln lAl L222(tHtfi)2O24, Sterling, IRp, Vishnu patel, Tushar

PaLel. Pdeqh. and Pj).ush Pdr.l irrer atrd , on..nd r hr.:

r3.1. Sterling contends that Tushar patel and Vishnu patel are

related panies due to their shdeholding (64.31d/. fot
Vishnu Patel and 2.85% for Tushar patel as of03.03.2023),
past di.ectorships (Tushaf Patel untit 26.Oa_20ra. and
VishDu Patel until 26.08.2023), and personal guarantees
provided to banks.

13.2. Sterling cites a cujarat Hieh Court judsment dated
25-06.2021 1n Seb(tclc Inalta Llmtred ,. SB, (Special Civil
Application No. 7158 of 2021), identi&ing rhem as part of
the promoter group. Sterlins claims their inclusion in the
CoC violates Section 21(2), which bars retated parties from
CoC participation. This is claimed as an avoidable
transaction intended to sabotase the CrRp.

<7

a/ 1 
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13.3. Sterling further aleges that their share divestments post

the insolvency filing on 16.01.2023 only to circumvent

related party restrictions, constituting an avoidable

transaction under Sections 43 or 45 ofthe IBC.

13..1. Slerling provided a Rs. 16.73 crorc b dgc lotul to thc Cll
via a l,oan Agreement (24.03.2023) md MortgaAe Deed

112.06.2023]| secured by the CD's assets. SterLing alleges

Vishnu breached the Motgage Deed's covenants by

divesting shares without approval from IndiaNivesh

(14.48% shareholder).

13.5. Sterline communicated concems about Vishnu and

Tushd's related pafiy status to the IRP via emails

(10.06.2024, 71.06.2024, 13.06.2024, 19.06.2024), but the

IRP included them in the COC'S first meeting (74.06.2024).

Sterling cites the Sup.eme Court's ruIing in Phoefi, Arc o,

Spa.de Fl/1(Iricl.Il!2o2l) to argue that past related parties

who divest shares to join the COC should be excluded.

13.6. Slerline also accuses th.]RP, CA N,lanish Kumar Bhagat, of

failing to verify related party status and

rcplacemenl sith Raj}':umar Jaiswal,

reconstilution of the COC and sctting asidc its

The IRP (Respondent No. 1) denies Sterling's alegations,

stating the COC was constituted based on verifled claims

and shareholdins data as of 75.05.2024, when CIRP

aloneside
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commenced. The IRP dgues that Vishnu and Tushar were

neither shareholders Do! directors at that time, and their
past roles do not qualii- them as related parties under
section s(24).

13.8. The IRP cites the Supreme Court's iulll]g D Phnenix Arc D.

Spade Financial (2021), emphasizing that related party
status applies 'in p.aesenti" and not to past associations

unless divestment was a deliberate attempt to sabotage the

CIRP,

13.9. Vishnu Patel (Respondent No. 2) denies being a related
pdty, stating he sold his shares on 31.10.2023 lAnnexure-
II, Demat Statement), before the CIRP, a]}d was never a
director. He accuses Sterling of entering a fraudulent 12

Crore loan aareement to gain control over the COC,

violating Section 1a6 of the Companies Act, 2013, as

Sterling's paid-up capital (Rs. 98.16 lakh) camot support
such a lod.

13.10- Vishnu aleges Sterling controlled the CDs boad via
nominees (e.s., Sameer Dalia, appointed 23.12.2023) and

holds 100 equity shares, suggesting Sterling is a related
parly under Section 5(24) due to its influence over

Sebacjc's boad through appointed dilectors.

13.11. Vishnu claims Sterling's loal,I was a shzD to take over the
CD, aware of the pendirg Section 9 application

<1
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(16.01.2023). He resenes the risht to file under Section 65

ol rhe IBC for ma1i, ious prosecurion.

13.12. Tushar Patel (Respondent No. 3) denies related party

status, noting he resigned as a directff in 2018 and

reduced shdeholding to 2.A60/. by 2079 and held no shares

by 2024. He argues his resignation predates the CIRP

115.05.2024) by over six yeds, regating Phbefix Arc's

applicability.

i3.13. Tushd seFkc ro disqualiry Srerlirg as a frnan,r.l creditor.

alleging the Rs. 12 crore bridge loan (24.03.2023) was a

facade for a tal<eover, not a fmancial debt under Section

s(8). Key evidence includes:

(i). Emails le.e.,2s.os.2o2s) showins Sterlins's intent to
acquire Sebacic's shares, with payments to SBI and
Central Bank as part of a tateover deal (Anner-ure
P / 3, a r7a7 /2024).

(ii). A tripartite agreement (23.03.2023) for Sterling to
purchase 1OO shares from Yosesh Pujda, indicaring a
broader share purchase plal,I.

(iii). An email (o2.os.2o23l from Sterling's Vishal Shan
requesting Tushar to sign a backdated loan agreement
to 'reflect' the OTS payment, suggesting the
agreement was fab cated.

I I f .i

<-4

Tushar claims Sterling conbolled the CD's board via

nominees (S:meer Dalia, Tushsr Barot, Kapil Patel,

appointed 23.12.2023), makine sterlina a related party

under section s(24)(h), 0), and (m). He disputes Sterling's
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claim of withdrawing Smeer Dalia's authorization
(19.12.2023) as fabricated, supported by Dalia's affidavit

lt9. t r .2o24l.

13 15 Tlrshar citcs Phoen& Arc drl(l orhcr cascs (lqns@I rrozsing
tJ, Sdmgdk hojects, .htshga Redltg !. Ninet! Properties\

io ar$re the loan agreement a d morlgagc .icccl arc sliarn,

anned at a.quiling Seba.iic *'ithout liabiliries.

13.16. Tushar alleges Sterling aims to approve a resolution plan
Irom its group company, Omtech Chemlcal Industrles
PI t. Ltd., offeing full pa).rnent to Sterling (Rs. 15.76 crore)

but nil to other financial creditors (Rs. 17.84 crore) and

55% to operational creditors (Rs. 5.11 crore of Rs- 9.AO

crore), indicating a plan to control the coc

13.17. He argues the loan a$eement with SterLing was a sham to

facilitate a takeover, not a Aenuine fina.'}cial debt, and cites

emalls showing Sterlineh intent to acquire Sebacic. Tushar
has filed IA 17a712O24 to disq)alify Sterling as a financial
creditor, allegine Sterling controlled Sebacic's bodd
throush n.,minccs like Sameer D, ia.

13.18. Ramesh a]]d Piyrsh Patel (Respondents No. 4 and 5) deny

related par:ty status, with no specific pleadings against
them in SterLingb application, though their removal is
sought in the prayer clause. They align with Tushd,s
aiguments.

</
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14. In IA/17E7(AHM)2O24, Tushd Pate1, IRP a,1d Sterling, inter

alia contend that: -

14.1- Tushar Patel alleges that Sterling is a'related parBr" under

section s(2a)6) and (n) of IBc, as it controlled sIL,s

management through its representatives, notably Sameer

Dalia, appointed as a director in December 2023. Datia was

Sterling's autholized representative lper Ietter dated

O1.08.2023, Annexure P/ 15).

14.2. The Applicant alleges Steriins orchestrated a plan to
transfer SIL'S assets (plant, machinery, ldd) to its sister

concern, Sterling Oleo Chemicals P!-t. Ltd., without
liabilities, by influencing SIL'S board, including nominees

like Tushar Bdot alld Kapil Patel

14.3. Vishnu Patel's afiidavit (27.11.2024, Aioenre P/17) states

his 76010 sha.reholdine was trdslerred to Tushar Baiot,
Sterling's rominee, with palment conditional on Sterling's

funds, indicating Sterling's control over SILS shareholding

aid board. The Applicant relies upon the followins kev

Arrcxurc P/3: Sterling's letter to SBI (25.03.2023),
declarine a taleover deal.

Anrctrure P/4: Loan aAreement (24.03.2023) between
Sterling and SIL.

Arrexure P/5: Tripdtite Share Transfer Agreement
(23.O3.2023) involving Sterling. Yogesh Pujara, and SIL.

4
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Arrexure P/6: Emails showing the Applicant's facilitation
of Sterling's share purchase.

Anrexurc P/7: Mortgage deed (12.06.2023) secu ng
Sterling's loan.

Anrexure P/15: Authorization letter (01.08.2023) naming
Sameer Dalia as Sterlingk representative.

Anncxltte P/17: Vishnu Patel's affldavit 127.11.2024)
detaiiing share tmnsfers to Tushar Barot.

Ar rexure P/14: Sameer Dalia's affidavit denying
withdrawal of his authorization.

14.4. Sterling relutes the Applicat's claims in its reply, asserting

that it is a L€gitimate Financial Creditor as Rs. 1l.OO crore

pa).rnent was a b dge loan, secured by a loan agreement

(24.os.2o23) and motease deed (12.06.2023), approved by

SIL'S board resolutions (11.03.2023 and 10.05.2023). The

loan agreement mandated a charge on SIL'S irrrmovable

properties within 45 days, firlfilled by the mortgase deed.

14.5. Sterling initially ex?lo.ed a takeover but abandoned it due

to SIL'S statutory non compliances (e.9., unfiled financials

since 2O2r, pending tax dues, expned ficenses). It opted for
a secured loan to protect its financia-l interest.

14.6. The Applicant apprcached Sterling via Kalpesh Patel,

proposing either a share purchase or a bridge loan to settle

OTS dues, as SIL faced legal action from bdks. Sterling
chose the Ioa oprion after due diliAerce revea.led SIL'S

1J
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14.7. The lRP, Manish

neutrality, stating

only to veriry and

NCLAT judgments

sersices).

Kumar Bhagat, in its reply maintains

he lacks authority to adjudicate claims,

collate them, per Supreme Court dd
(e.s., Essar Steel, PIC India Fhancial

14.8. The Applicant's documents (e.9., Sterling's letter to SBl,

Share Transfer Agreement) were unknown to the IRP, who

awaits T.ibuna.l adjudication on the related party and

{inancial creditor disputes.

14.9. Tushd Patei denies Sterline's claim that the Applicmt
iniriated the ta}(eover proposal, asserting Sterling

approached him through Kalpesh Patel (Artek Group

consultant) to agsesate SIL'S shares.

14.10. Tushar Patel Reaffirms the loan and mortgage deed as

shams, roting the board resolution autho zirg Nimish

Mehta (10.05.2023) postdates the loan ageement

124.03.2023), underminine its legitimacy.

14.12. Tushar Patel disputes Sterting's claim of withdrawing

Dalia's authori".ation, citins Dalia's afiidavit (Annexure

P/ r8), labelins the withdrawal letter as fabricated.

14.11. Tushar Patel aleges SterlinA coDtrolled SIL'S board via

nominees (Tushar Barot, Sameer Dalia, Kapil Patel) to

transfer assets to Sterling Oleo Chemicals F/t. Ltd.,

thwaited by the CIRP order.

q
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15. Ker documcnts , (tr]! Lmril

Sterlins ad
A_46.2024,

the IRP (10.06.2024, tt.06.2024, 13.06.2024,

20 -06 -2024, ar\d 22.06.2021), the shareholdins

pattern as ot 30.12.2023, MCA Master Dara, Form MGT-7 for

W 2O2O-21, md alfidavits from Vishnu Patel l27.ll.2o2a)

and Sanreer Dalia. These documcnts releal rhe shrr.

transfers, directorship chages, and Sterlinsh involvement in

the Corporate Debtor's management. The IRP'S minutes of the

CoC meetings and the e voting report Iurther hishlisht the

16. The Chronolog/ of Relevant Facts which has taken place, are

a

sebacic Mfg & Erp lndia Limii.dwas

Nameofs.ba.i. Mf8 & Expo. rndia
Lmlted waschanged ro seba.ic rndia

seba.i.! Financial starement
1. Tusha.PalelHoldss.sl%

shar.holdiis in sebacic(at pc

2. rushar Pate rcsiqnedas
Dircctoron 26.03.2013 lat Ps,

3s)
sterins approa.hed Wayzab, a

venture capta fund and then a

L\,ttor\ltrqooat L\ 1 
1 :-7,\tharaj w 1;a\!&tpor4



maioitv shareholdei ot seba.., for
take-over or Sebacc throush share
purchase. How.vei thk tanedon

Mr. Tushar Pat.l resisned lrom the
position of Drcdor but contnued
with hh pledg€ ol shares for rhe
credir facrty cken by the cD till
stering cleared the debt of cD bank
under oTs 5exlenent on 2s.03.2023

srale sankofrndia fi ed cP(B)No.
107 of2022 againsl Seba.ic under
section Tofthe Bcforthe rntiation

ster inc approached Tushar Palerfor
purchase ofshares of seba.i. wirh a
view ro take over sebacic and
rcquested him ro aslkr and atranse
purchase of sMres from other
shaieho de6 since Tusha.Pate beins
the rounder shareholder would be
able to find our the $attered
shareholde6 oI sebac.. sterlns,
bein8 in a simia. chem.a busines,
was keen to acqune sebacic lo
achieve busines lynersy and vertical

To a$ii nedru in lhe purchase of
shares to.omplete itl take over deal
of sebacc, Turhar cot in rou.h wirh
shareholde^, executives and
DnectoB of s.ba.k and .orrecled

A Sharc Purchae Agreement wa5

Selere: wayrata, idiaNivesh,
Avalokteshvar, Altaf Tapia, Pankaj
Pandya and Tushar Patel. Seleu in
tolal holdlru 76% sharehodins

acquirer: vshnu Pater and Nimesh

.ompietion of share ourhase
(sched0le 1.P8. 43, s.hedure 3 ps 501
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As p.r shareholder aareement, M/.
vishnu Paiel and Mr Nimish Mehta
.oxedive y had ,Chr to appo nt 4 out
oJ s directoB 0f ihe cD afier
a.qunins the sharer, Mrvishnu P er

a50 paid Rs 3.rorcs to Bank towards

A Sharehode6
ro the aforesaid

sha.e Pur.hase Asreemert between

tetter r@m centrar sank or nda to
Pankaj Pandya approving seba..s

in th. NPAa.countof sebacic
ra*en frcm sBr to sabacic a(cepnng

s€baci.t offer for sertehe^t on dues
Basi Enterpr$ fied cP (B) No. s3 or

againn s.bacic undersacuon 9 ol the

initiation of cRP betore lhe Natio.al

List of shatuhorde6ason03.03 2023

A resoluton was pased at an Exra
ordnary Geneial meetins of sebacic
to n(ease its authorsed share
capit, from rNR 115,97,00,00o1o tNR
161,97,00,000. lt was ale rcslved
thar subsequent to fund tabtty, the
asset of s.bacc released by the
banks shall be secured bv
monFse/charge in ravour or
sharehoider inve{iig in Dreferen.e

b / 1a l-lAEM)2a24 A/ I 222taH M)
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sharcs or compu sorly convertible

Ih. said 11.01.2023 EGM .esoluton
a lowed steni.g to invest throush
sub{ripto. to pr.ferenc. shares or
compols.ry .onvertib e p.efereice
shares and secure irs position by
obtaininS a .haGe over a$els

J'rlehta was auiho red to sisn and

Tulhar Patel, in funheranc. .f hs
.fiod to a$ist Sle.ling to complet.
tha iske.over dear by pu(hasina al
5harcs of sebacic, shared wth visha
shah rerevanl infomarion and
documents re iryto seba.i..

vide efrai dated 16.03202r, Tushar
Palelshared wnh vishalshah the od
share purchase asreement, which
emai was foearded bv vGhar shah

vde email 16.03.2023 Tushar Pate
shared with Vhhal shah the r.solution
pa$ed on 11.3.2023 to i.crea$
authorised share caoita and nsease
equlty sharcs by Righr rssu., which
emai was loryarded bv vhha shah

vide emair dated r7.03.2021, Tushar
Pate shared with Vishal shah the
latest financia statement of sebaci.,
which email was foearded by Vkha

vide email dared 17.03.2023, Tushar
Pater rhared w th vish3t shah the ors
elter to cental 8:nk, which email
was foearded by VGhar Shah lo

Vide emai dated 21.032023, Tushar
Patelshared with vishar5hah a ist of
predsed lhared to s3, whi.h emar
was foNa.ded bv vishal shah to<4
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a resoutionwas pased byrhe Board
of Dnecto6 ol srering io make a
bridge roan ro Sebacc or
approrimately INR 12 oore

By this rime, cP(3) No. 107 of 2022
fied by sBl :ganet Sebacic onder
Section 7 of the rBc b.fore NcrT,
Ahmedabad had come up for fina
hearing and it was imminent for
Sebacic to rcpay the loan .itnely or
enter nto a senlemeni wnh sBl to
/epay th€ same. Since Stening Ms
nteres.d ii bkinc oversebacic as a

de.ided to make
paynenr to ssron behalt of 5eba.k,
of ar amount equivalenr ro the oTs

A Lipanite Share Purhase
ASPement wa. executed b.tween
sterlinsi Mr. Yosesh PuFra and
sebacic, ro.pu(haseof l00sharesol
sebaci. bv ste inq from Yoaesh

Notaby, lhi! agrdement re.ords thar
the shaft sa e/purchase is beingdone
al the requ.n ol Mr. Vishnu Patel
(majorty rharehorder .r sebacic at

Further, st.rlin3 has admired, al
parasEph 3 of its Reioinder to Resp
no. 3 s Rep y, that purcha* of shares
from Y€esh PujaG war a part or its

Email rrom vishal shah (orsterr nd ro
Tushar P ernatins lhar Govlnd will
be sendns a.opy ofthe MoU which
ruhma 5es the unde6tanding
betwe.n rhe partie5, funher
requesting Tushar Parel to send back
a sisned executed .opy as soon as
posible. Ihe emar of 23.03.2023
riom Iushar P er ario nore5 that" I

am puttins on this emai vishnubhai
curcnny majority

sharehod.r in case u need to send
anv communi.ation and our

<4
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nominated dircctor Nimkh Mehk
who ir aurhorised sisnato.y sitins in

sterlng entered into Loan Agrcenent
wirh the cD. cD used the loan lo clear

Mr. Pankaj Pandy and Mr Tushar
P er 3or then predsed 5hare! and

suarantee rcleased from the Bank.
ar sterins s inskten.e as t rcquned a

secu.ty for its invenment, a Loai
&rcement was execured berween
sebacic (botuwer) and srerins
llenderl whereby ierling agreed to
prov de a b.idge loan io sebacic by
dn€dly payins Sebacics outstandins
debt to sB and centa sank ollndia
under oTs belween sebacic and the

it k peninent r. nore th rhe Loan

&reement does nol provide for anv
repayment (hedu e. Repayment of
the loan was io be frade by seba.i.,

tosether with rnter.st 16% per
annum, dehu t interesterc.
Stenifg addresed
Gppsins on pase 3e of A 173lr4l
paying I (ore on behalr or Sebaclc
rowards ols obrBariod. Nobbry, n
rh s etter, sterlnc has erp icity
srabdt6ar, we wouLt lud^er tike to
iarom you thot we ore ih the prd*s
ol Jinotiti.s a .onpl.@ rokeoe*
del lrod the dhtkq shcGhotdeE

Emai from lurha. Pate to Govind
sallan kc to Vkhnu Patel, Nrmirh
Mehta ek) and replythereto.
t is perllnent to note th Tushar
P el lifomed Sterllns that Panlaj
Pandya has {at€d .oleding
ssnature trom 93 individual
rhareholdeE to nansfer their shares
tovhhnu P er. He requesred sterrns
to Prepare a rry. shar. pur.hase
asrcement lsPA) wherebv vishnu
Parel will sel hc shares in sebacic ar

<-l
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Sterins Heako requaied stering to
pmvide deraii or nominee drcdor
on the a.a.d df s€bark ln Repy,
pertinent y, Ste nB agrees that once

have the adualaer.ehenr ony with

Emai exchange whch shows that
padies werc trying to 8et n pac.
nece$arY documentation for rhe
b3nks to .elease the shared pledsed
ro sBlto stering upon paymentofthe
loans. rt ako refe6 to an unde aking
to be prepared by lhe rnvestor i.e
sb ing who shal be rcpaying the 9
crore oan on behalf of Seba.. one

vshal shah (of
ster ing)dared 14.042023 reads as: "
AllFYr beow is a lnt of activties
requi.ed by the Bank ro re ease the
pledged sharer that bank! arc
requnins seb.ci. .cs working on it
but send nE this as a heads up lDm
our side ihera is an undedaking Gee
h/ berow)which theircs s preparns
which we can review and offer

stening oleo chem.ars Pvr. Ltd wa5
ncolporeted, wh.h G a Sroup

Emall exchange r.3ardin3 resoution
pased by Seba(k by.rcuarion in
fodhsrance oI resoluron pa$ed at
EGM held on 11.3.23, rhat the asec
olsebacic rcreared by the banks shall
ba se.ured by modsase n ravour of
iharehoder investnB in preferen.e
shared/.ompukorily conve.tibe
preferen.e sharer or ar se.urny to

An ndenlure of Mo gage was
ex.cuted between sebacic and
stering in t.ms of rhe roan

&reement, thereby creating a fi6t
Enking par pasu cha.se on sebacick
mmovabe and movabe asea.
incudins .utrents ases more
pafricuarly lned n the schedule ar
page r2s to 133.
note thal lhe "lende/ is nared ro be

./4



sterrns sends fi6t demand notice to
sebacic and 2 diftdou out of 3

diredore resgn.d fbm the cD and
onv Mr. N mish Mehta continued as a

Efrail from Nmesh Mehta (Sebacic

dnedorl to Vishal shah and Tushar
Patel wheren is n noted th rh.
brldBa loan was siven by stenins to
sebaci. astheir ntention to take over
sebaci. asainn mortsase of a$ets or
seba.i. The email rcadt 'Dear Mr.

emi, sendn8 tlrerewirh a Demand
Nolice, tor €paymeni of the Bri4e
Loan siven by M/s Slenins Aux liaries
Pr. rtd, to M/5 sebacic ndia rrted
for meet nB on. tne serrementwith
then Baikeu, for your inrenton to
take over rhe companyi a3a n5t
mortsase of rh. fixed a$es of our

thankfu to your .ompany lor the
!upportsven at the righi ume io save

tmail from visha shah io Tushar
Pate providns drail of board
esolurioi to be pa$ed by Sebacic
and EcM notic. to take fotuard the
aset sare of sebacic to steninc. Th.
re$ution prov de5 Jor sare and
transfer of al eristns asea as

mortsased to sterlns (ender). rhe
explanatory naremenl atached to
the Resoluiion recoids thar sebacic
was unabe to resta* lts opeEtions
and a$ets and fa.iities of the
.ompany have been lyi|8 dormani.
Sebacic has been unabre to pay rhe
bride loan to sienins (lender, d.spite

frcm lhe lend€r.
Hen.e seba.l. has resolved lo 5e I the

in the mo4as€

Letter of aurhoiGation sued by
nening in favour of samir Dalia rn

this document, sterina has stated

<.1
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that snce sebacic railed lo pay the

Deed, steninc has takei po$e$ion of
rhe ModSaged aseB otsebacrc and
i5 appoiitnasam, oara to ookafter
security labour and other related

Ema lfrom visha shah tosamnDara
fotuardins the rener ofauthor kton

rushar Pate (R3) srd hs entre
equity rharehording in sebabic lo

Pankai Pandya sord h! equity
iharehoding in sebacic ro Vshnu
Patel Mr Prnkaj Pandya war hoding

vGhhu Pater sod hk entire equny
sha.ehoding in seba.i. to Tushar

tetler of wnhdmwr, purpohedly
hsued by ste ins wthdrawin8
authority Siven by ste ing to samr

Thi5 letter s fabicaied and ba.k
dated. Ihere 15 no p@of of *ndtng
ths lefter ro samir Dri,. rn ract,
samn Dala i. his afiidavit has
admitied that thi5

Even after this lerer, on 23.12.2023,
Samir Dalia isappoinred as. Dnector

Tl the date of admission of cRP,
on rhe premises

when lRPwenr to take over.

Emai to samn Daia from covrnd
sarian through (arpesh bhai sharins
copy of orr8inal $re daed of sebacic
by which seba.i. ourhased various

<1
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I e of rJ I E rador) prem!e-
Email rrom Manol
Dalia regardif s outstanding payment
ofsecuriry a8en.y at sebac c s Baroda
unit wh ch is ove6€en bvsamirDala
Enail tiom 6ovnd sarian to xarpesh
shariry druit of various ag€ement to
b. ere.uted between srerlin8 and
sebaci. fdr sa e of sebacics
mmovable prcpenies ro steniry and
irs reg*hton beforc sub regisrar
PadE M3mlatdarofi.e. The rorlowins
do.uments were enclos.d therewith:
1. A D.ed of reco.veYance to be

executed b.rw€en srerrinc and
seba.clo rccord th sebacichas
repaid the oan to Sterlns and
therefore for st.rlnE to re.onvey
the mortsaced a$ets to sebaci..
(p3. s3). rhe cD had aulhorised
Mr Tush Baroi i8 dn.dor to
ax.cute the above documents
before the sub Resctar Padra.
However, the* do.ument were

2. Subsequ.ntry, a Deed ol
conveyanc. wai to b. ere.uted
b.tw€en seba.k and ste ing
oleo cheh.ak Prv e Limiled
for Sebacic to *l the its
mmovab. properties lo ster ing
oleo Chemicak Private umited
ror e.25 crore. (ps.74). rhe emair
slates that stenine has pad

cP llB) No. 53 or ?023 was ,lowed
and sebacicwas admitied in crRP. cA
Manish (, 8ha8al was appointed as

order d ed 15.0s.2024 was €dilied
to cored the reSisnation no of the

IRP made a pubic annou.cemenl
calinB upon all trediloE ro submir
lhen rcspedive .aims on or before

^/ra3-lAHtr)2a24 
A/ t222lAHM)2a24 Lt t7a7t4H t2o24

I



G) Loan &reemant dated 24323
between sebacic and ste ig for the
purpose ol dk.haGins Sebacics debt
ro sB and cenralsank dfindk under
oTS by makinsdired payment io ihe
bank fiom 243.24.24.3.24 and (b)
Monsase Deed d ed 12.6.23
between Seba.k and sterinc
.ecistered w th the Res ncr

rRP submitt.d befor. th. NCLT a
Repon ceditoinq rhe connituuon of
commitee or Creditou LBt of coc

meetns of coc ro be hed on
14.06.2024, complsins ol srerlinS,
vishnu Pate, Tush Pater, Ramesh

Emai lrom covind saran to rhe rRPto
remove vishnu Patel and Tushar Pare
frofr coc on the sround thal a5 per
sha.ehodinB repod o, s.ba.i. as on

and rushar Parel

Emair liom Govind sa ian lo the rRP ro
rectily ii o, coc members by
r€movins vishtru Paie and Tushar

Email from 60vind sa ian ro the rRP to
rectify lkt of coc membeE by

Parel and Tushar

M nutesofrhe fid coc neering.

Email iiom Govind Salian to rhe rRP

objectinS to approval of Mnutes of
Meeting of fiEt coc meetins
wherein Vkhnu Pata and Iushar

informing rh coc is consttuted on
basis or shar.hold ne positon or
Iianc al.rcditorason 1s os 2024
Email r.om rRP to covind Saian
i^formins ihat there is no change n

b/ 1a37tAEM)2024, B/ 1222tAHrq2a24, A/ r TaTtaHM)2D4
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Patel e rishny included asmembe6

ste ing fi ed lnterlo.utaryApplication
No 1222 of 2024 hefore NCII under

their written submissions, precedents relied upon in suppot

of their submissions, and perused the material available on

17. We have head Ld. Counsels for all the Parties. considered

18. The folowing issues are &amed for detailed adjudication,

based on the pleadings, submissions, and evidence:

(t). \itether Sterling Auxilidies P!'t. Ltd. is a genuine
financial creditor under Section 5(7) of the IBC or a
related party to the Corporate Debtor under Section
5(24), waranting its removal from the CoC?

lii). Whether Vishnu Pat€I and Tush Patel de related
pailies to the Corporate Debtor under Section 5(24) of
the IBC as on 15.05-2024, warranLing their removal
ftom the CoC or whether their inclusion in the CoC
complies with Section 2 1 (2) and is la\i'ful?

liiif Whether Ramesh Patel a]ld Piyrsh Patel de related
parties to the Coryorate Debtor under Section 5(24) of
the IBC as on 15.05.2024, wardting their removal
from the CoC?

(iv). Whether the deadiock in the appointment of the
Resolution Prolessional under Section 22 of the IBC
requires judicial interention, ard if so. what

b/ )a34ABM)2o24, A/ |tt2tMw).L t^/ ) /E?t^HWe1
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la. Section 5(71 & 718) of the IBC: (1.als urrti Dell,iiri,,, ,)!

'flnarcial credltor' and "firanctal debt' which is reproduced

(vl. whether the actiors ofthe iRP in constituting the CoC
and handling claims were in accord&ce with the IBC
ad relevant regulations, and whether any procedurat
lapses varrant corrective measures/replacement?

l?) "Alanclal crcditot' means dy person to whom a nnaDcial debr is
owed and includes a pcrson to whom such debt has been legally
assigned or translcrred iol

(4, "r@!ctal deht" means a debt atongwith interest, ii any, which is
disbursed against the consideration for the time value of honey and

(a) money bomwed a€ainst the payment or interest;
(b) ey eout raised by a@eptan.e uder dy acceptance

facility or its demat€riali*d equivalentj
(c) oy dount raised purs@t to any notc purcha3e facility

issue of bonds, notes, debentures, loe stock or my

(d) the Mout of any liability in respect of ey lcase or hir purchase
.oDtract which is deemed as a lindce or capitst lease under the
Indid Accounting Standards or such othcr accouting 6tanddds
as may b. pE$ribed;

(e) rueivables 6o1d or di&ounted other ttE uy leceivables sold on
non rccourse basi6i

(4 dy dout Ei*d und€r @y other Edsaction, including dy
foMdd sal€ or purchas agItement, having the commercial cffect of

trlraMaloa. -For thc purposes of this sub-clause, -
(i) my eotEt cisd from d allottec under a real €6tate prcjet

sha]l be deemed to be an mout having the @mmercial eff@t of
6 boruwingl ed

dircctions are necessary to
funciioning of the CIRP?

cnsurc thc smooth

<4
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(ii) th3 expressions, "allottee" and 'real estate prcjecr shall have the
medlngs respectively assigned to them in clauses (d) dd (a) or
section 2 of the Rerl Estate (Regulation and Developnent) Act,
2016116 ol2016)-,

any derivative trdsa.tion enteied lnto in connecuon with protection
aAainst or benelit lroh fluctuation in any rate or price and for
calculatinA the value of any derivative ransactiod, only tne mdket
vatue olsuch tmnsactio. shall bs taken into accounti
any counter-indemnity obligation in respect of a guarantee,
indemnlty, bond, documentary letter ol credlt or any othe.
instrument issued by a bank or financial institutionl

(i) the mount of any liability in respect of ay of the guarantee or
indemni!' ro. my of the items refered to in sub clauss (a) to (h) oi

19. Section sl24) of the IBc: Defines a 'related party" irl

relation to a corporate debtor, includina:

A director or key manaaerial personnel (KMP) or their

o A person holding more thd 2% of the share capital.

" Any person who controls or influences the corporate
debtor's management or bodd.

. A relative ofa director or KMP, as defined under Section
sl24A).

Scctton 5(24) ofthe IB Code is as urder:

{24) "rclatcd party". in rclation to a corporate debtor, De.ms

(a) a director or pdtner of the corporate debtor or a relalive oI a
director or partner ot the corpoEte debtor;

(b) a key mmageriar personnel of tIe .orporate debtor or a relative ol a
key Magerial pereonnel of the corporate debtorl

(c) a limited liabitiS' partnership or a partnership lim in which a
diEctor, paitner, or manager of the corpoete debror or his relatlve

a/ 1a37AHM2A24, a/ r222tAHM)2A24, tA/ 1r37tARMpa21i cPtB) s3 oI2az t\the nanet ot
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(d) a private compdy in which a director, partner or mdagcr of thc
corPorate debtor is a dircctor dd holds alon8 with his .elatires,
morc the two pe. cent. of its shac capital;

(e) a public company in which a dnector, p6tn6 or meager of the
corpoate debto! is a diEctor dd hol& arong with Elatives, mor€
thd t@ Fr cent. of it6 paid up shse capital;

(4 mybody co.porate whose boad of diftctors, MaginS dnecbr or
@ag€r, in the ordinary cou.se of business, act6 on th€ advic€,
directions or instructions of a dimtor, Psrtner or hdager of the
co@orate debtor;

(g) dy limited Uability partrership or a partn€rship lim whose
partneE o! employes in the ordinary course of business, acts on
th€ advice, directioN or instru.tions of a director, partlEr or
Mage. of the @rpomte debtor;

(hl ey peen oE whos advi@, dirtio$ or hstructions, a directo!,
patncr or Ma8er of the corporate debtor is dustomed to act;

(i) a body @rpomte which is a holding, subsidiary or m as6ociate
.ompany of the corporat€ debtor or a subsidia,y of a holding
compmy to which th€ corporate dcbtor is a subsidiaryi

0 dy pe.son who coDtrols more the twenty per cent. of voting rights
in the orpoEte debtor on a.count of omeEhip o! a voting

(k) dy person in whom the corporatc debtor contlols more ths twenty
Pe. cent. of voting .idts on accout or ownGhip or a voting

0 my p.lson who (a cootlol th€ @mposition of the b@id of
directors or corcsponding goveming body of the colporatc debtor;

(m) dy p.Mn who is as$ciatcd with the corpohte debtor on a@ount

(i) participation in policy-mekina prcceses of ttr€ corpoEte debtor;

(I) having moE the two dir€ctors in .omon between the
colporate debtor dd such person; or

(iO intercha4sc of mana8erial personnel betwccn thc @rpo.ate
debtor dd such p@ni or

(iv) prcvision of eseatial tfthnicar infotution to, or Ircm, the
corPorare dcbroli

l24A) 'related party", in rclarion to an rl]divnluai. mcaDs

a peEon who is a relative oI the individual or a relative of the
sPouse of the individuali

b/ )a34AHM)2424, D\l 1222|AHM)2U4, A/ 1737taHw2a1
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(b) a partner oI a Iimitcd liability partnership, or a limited liability
partnership o, a pdtneEhip fim, in which rhc individual is a

(c) a pcrsn who is a trustee ot a tf,rst in which the beneficiary oI th€
t ust in ludes ttre individuar, or the tems of the tlust confeis a
power on the truste which may bc *rcised for the benelit of the

(dl a private compdy in which the individual is a dirctor ud holds
6long with his re1atives, more th@ two pe. c€nt. of its she capitd;

(c) a public @mp&y in which the individual is a director md holds
along with rcratives, more thd two per cent. of its paid-up sh@

(0 a body corpomte whos board of directors, MaginS dimtor or
manager, in the oidinary colft of business, acts on thc advice,
directions o, insttucrions of the individual;

(d a limitcd liability part eBtlp or a partnership llm whos psrtners
or employees in thc ordinary.ourse of business, act on rhe advice,
direction6 or iNtructions of ihc individualj

(h) a peNon o! whose advice, directions or instructions, Lhe individual
ia a@ustomed to act;

(i) a compdy, wh€r€ the individual or the individusl alons witn its
related pa!B,, oM more thd fifty per @nt. of the she capital of
thc compdy or contrcls the appointment oI the board of dnectors of

E?ioaotr'd. - Fo. the purposrs of t]1ls clau*,

(a) "relative", with referen e to ey person, med6 myone who is
ftlated to dother, in the lollowing maacr, nm.ly:-

(i) members oI a Hindu undivided F@ily,

(iiil wife,

('i, dauehter,
(viii) sonb alaoshter md son,
(ix) daushtcis daughter dd son,
(x) grdd$n's dauchter ed sn,
(xi) ereddaught€r's daught€r ed en,

(xiv) brotheis son dd dauShter,
(s) sist lJs son ud daught€r,
(Fi) father's father dd mother,

b/ 1a34AHM2a24, A/ t222lABM)2@4, a/ 17e4A11M2a24
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(rii) mothels tather dd mother,
{Fiii) father's brcther dd sister,
(xix) mother's brother md sister; and

(b) wherever the relalion is that of a son, daughter, sister or brother,
their spouses shall a16o be included;

20. Sectior 21{2) of the IBC: Stipulates that finaicial creditors

who are related paities to the corpolate debtor shall not have

representation, participation, or voting ghrs in the CoC. The

proviso clarifles that this exclusion does not apply to financial

creditors regulated by a financial sector regulator solely due to

debt to-equity conversions prior to the CIRP commencement

21. CoErrtttee of credltors. -
(t) The intenn resolution professiondl shdlt dfter cattdtion oJ dU ctditus
re@i@d dgdiBt tlE corpomte deblor aad detemination of the linoncial
position althe corporute debtoa @retitute a @mmittee of creditors.

(2) Tte @nmittee af creclitore slul @nprise dt fuarcidl creditols ol the

P@uided that a 1[fnan.ia1 creditor or the dut]brised representatioe oJ tl9
f@nciat credilor refered ta in sub section (6) or sub section (6A) or b
se.tion (5) of e.tion 24, if it is o reldted patt! of the @rpotute debtor,l
sha not haue ang dghl of rcpresentatio\ partiqpafion or ooting in a
meeting af the comnittee af cteditots:

kotided funhet tl@t tlE ftst prouGo shall not applg to a lnancial
RditoL regutdted b! a fiaanqol sector reryldtot, if t is a reldted pdn! aJ
tle @rporate debtor solelV an acctunt of nnrersion or bstitutian of
debt into equitg shares ar insttuments .on enible into equitg sl.ares 1[ot
@npletion of sudt rransacrioE ds mag be prescnbedl, pnor b the
i6oluencu @mmencement date,

<./
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21. Section 22 oI the IBC covems the appointmenr of the RP.

The CoC, in its lirst meeting, may, by a 66ok majority vote,

either appoint the IRP as the RP or replace the IRP wirh

another RP. If the Board does not confrm the proposed RP

within ten days, the Adjudicating Authority may direct the IRp

to continue as the RP (Section 22(s)).

Section 22 ol rhe ttr Codc is .s u der :

22- AppointEent of a Resolution Professional. -

l1l Tte firet meetins ol the .ammittee of crednore stell be hea uithin
seren dass aJ tle @retitution of ttE .ommiuee af credtars-

(2) The cammittee of creditots, nd!, in ltE firet meeti\s, ba d tudjaritg
@'e ot rat tc\s 'haa ,pwnt! fiup per @at aI hp uohrs .hop aJ the
fi4orcQl .'edda's. -nhe. rcsoLu? to appaint ,he 41"d4 t".olunor
prclessional as d resalutian proldsbhat at io repla@ the inteitu
rcsolution prcfessio\al bg dnottzr resohltioft prcJhsionat.

(3) \t+cre rte comnrttee of creditors resol@ urnet lb sedion(2)-

(a) to mntinue the inknm resolution professional 6 tsotuti.n
prafessiondl, it slnll @ntuunicate its decision to tte lntelitu resatution
professional, tle @ryorate debtor dnll the Aajudicating Autt@itlt at

(b) to rcptace rte interim resolutbn prof*iona' it shall file an
cPpncatian beJore the Adjudicatins Adtunfu for tle dppoindrent of the
P r op o se d re so hltion p lofe s s ion al.

(4t lte Adjudiretias AuttDnfu sholl latudrd the name of the resotution
prcfessiondt prcposed under ctause (b) oJ sub sectbn (3) to the Board far
its nnfrndtioh and shall tudke such appointment dltet @nrtmation ba

(s) where the Board daes not @n$m thE ndre of the prapased resotutian
prolc\sto^dt uithin t"n dass o) tte rc@id al th? aorc ol thp prapo*d
esolurion pro[es,onal. tlp Adtudt-a'iag ALttunry statl, bg aalp,, dirc.t
tlE iateitu resolution ptuJessionel ta @ntinue to functi@ 6 the

<-/
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resotutian ptufessional untiL su.h time 6 tle Boad @nrttu the
appoidtrent af the prcposed lesotution pmfessinnaL

22. Regulations 13 and 14 of the CIRP Regulationsr \{aDdatc

the IRP to verily claims within seven days of the last date for

receipt and maintain a list of creditors. The IRP may estimate

claims based on available information, but carnot adjudicate

or reject claims, as perjudicial precedents.

Regulattons 13. Ver tcation of clatms:

(1, The inteim resolution professional or the resolution prcfessional, as
the .ase may be, sharl ven& every claim, as on the insolvency
comtuen.ement date! within seven days frcm the tast date of the
receipt ol the claims, dd thereupon mainraln a lisr of creditors
cortaining names of crditors atong with the amount claimed by
them, the amount of their claims admitted md the secunty interest,
ildy, in respect olsuch claims, and update it.

(1Al Where the interim resolution professionat or the .esolution
professional, as the case may be, does not collate the ciaim after
verificatlon, he shall provide reasons Ior rhe same.

(1B) In the dent that claims are ftceived alter the period specified under
sub regulation (i) of Egutation 12 and up to seven days before the
date ot meeting of creditors for voting on the resolution plan oi rhe
iditiation of liquidatior, as the ca* may be, the intenm rcsolurion
professioDal o. resolution prolessionat, as the .ase may be, shall
veriB' all such claims md categorise them as acceptable o. non
acceptable for cottation.

(1C) The inte.im resolution prolessional or resolution professional, as the
case may be, shall:

(a) intimate the deditor within seven days of caresorisarion
thereof under sub regulation (18) dd prcvide reasons where such
claim has been caregorised as non-acceptable forcollatioo;dd

(b) put up the claims categorised as acceptable under sub-
resulation (1B)md coliated by him to:-

4-t
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(i) the committee in its next meeting for its recotumendation for
inclusio. in the list of creditors md its tEatment in the
re$lution pld, if myj and

(i, submjt 6uch claims before the Adjudi.atins Authoriry for
condonation or delay ed adjudi.ation wherever applicabte.l

12) The list of crcditors shall be

(a) available for inspecnon by the p€rsons who submitted proofs of

a@ilable fo. insprction t'y membea, partDcrs, directos dd
er)€futoE of the corpo.at€ debto.52lor their authorised

displarrd on the rebsite, if ey, of the erporate debro.;

Iiled on tlE cl€ctronic platfom of the Bo6rd Ior dissemination on its

Provided that this clause shall apply to every corporatc
insolv.ncy resolution prcces6 onaoing trd @mm.ncing on or
after the datc oI co@enc€ment oI the Inelvens ad
Balouptcv Board ot lndia llnsolvency Resolulion prc:ss lor
Corpomte Person6) (Fifin Amendm€nt) Regularions, 2o2O;

Iiled with the Adjudicating Authorityj dd
PEsnted at the lEst mcetinS of tne committee.

(d)

Regulations 13. 14. Determiaatior ofamount of claim:
(1) where the mount claimed by a creditor ]s not precise due to any

contingency o. other reason, the interim resolution professionat
or rhe .e$lutiDn prote6sional, as rhe case may be, shall make the
best estimate of rhe mount of rhe claim based on rhe inforftarion
available with him,

(2) The interim resolution professional or the rcsotution prctessiooal,
as fie case may be, shall revise tlre amounts of claims admitted,
including the estimates ol claims made under sub .egulation
(]),as soon as may be practicable, when he comes a.ros6
additional info]mtion wdmnting such revlsion,

23. Xey Precedeats relled upo! by thc parttes arc as uEdcr:

<4
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Phoenk Arc Pvt. LtcL u. Spade Financial Seruices Ltd.
(Civil Appeal No. 2A42 ol2O2O, dated 01.02.2021)i The
Supreme Court held that t11e exclusion under Section
2t(2) applies to financial creditors who were related
pafties at the time the debt was created or who divested
their related pd6, status to circumvent the exclusion,
emphasizing the prevention of conflicts of intercst.

. Committee of Crcditors o/ Essar Sreel India Limited v.
Satish Kumar Gupta lcivil Appeal No. a766 67 of 2Ot9):
The Supreme Court clarified that the IRP'S role is to
collate claims, not adjudicate them.

u

" Dipak Bhadra u. RCBS Realtg P,r_ ,rd. (IA (IB) No.
471/KB/2O2ll: The NCLT Kolkata held that past
directorships do not disqualii, a creditor unless
cessation was intended to sabotage the CIRP_

ANAIYSIS AJ{D REASONING

24. The Issuc No. (i); Whether Sterling Auxiliaries Pvt. Ltd. is a
eenuine linancial creditor under Section 5(7) of the IBC or a
related party under Section 5(24), vdrating its removat from
the CoC?

PTC India Financial Seruices Ltd. u. Venkatesuarlu Kan
(company Appeal (AT) (Insolvency) No. 4so of 20i8):
The NCLAT reiterated that the IRP lacks adjudicatory
powers over claims.

24.1. Tushar-Patel in 1A/17A7(AHMl2o24 contends rhat Sterlins

rq a rcdted partt under Secrion 5(24J ol rnp IBC ds on

15.05.2024 due to its control over the Corpomte Debtor's

bodd through the appointment of nominee directors,

including Mr. Sameer Dalia, in December 2023. He alleses

that the loan agreement dated 24.03.2023 and mortgage

A/ to3?taHwu4, 
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deed dated 12.06.2A23, through which Sterlins advanced

Rs. 16,73,03,357.52, de sham documents. Tushar patel

dsues that the payTlent to sBI on 25.03.2023 was part of

a takeover deal, not a financial debt, as evidenced by

Sterling's letter to SBI, emails requesting details ofnominee

directors, dd alidavits confirming Sterlins's influence over

the Corporate Debtor's mdagement.

24.2 Stelling in I]\/ I222(AHNI)202:1 rcpll

IA/ 1787(AHM!2O24 refutes these allegations, asseriing its

status as a financial creditor, relying on the loe agreement

dated 24.03.2023, approved by a boa.d resolution on

r1.O3.2O23, and the mortgage deed dated t2.O6.2O23,

authorized by a resolution on 1O.O5.2O23. Sterling claims

the paJ/ment to SBI was to settle the OTS, securing its

financial interest, dd denies any control over the

Corporate Debtor's management. Sterling's shareholding of

100 shares (O.OOOO8%) is below the 2ol. threshold under

Section 5(2a)(d) or (e) for p vatelpublic companies ard the

20% threshold under Section s(24)(i) for voting control.

<4
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24.4. 'llle loaltr agreement dated 24.03.2023 between Sebacic

India Limited (as borrower) and Sterling Auxiliaries Private

Limited las lender), appearing on pages 74 to 94 of lA

1222/24, alJjo,)golJ)er things provide for the following: -

24.3. To understand the related facts, we consider approp ate to

refer to some of the documents deating with the tlmsaction

and these are discussed in the followins parasraphs.

(a) The purpose of the loa]r is to discharge the boffower's

oblieations (for the amouDts equal to the State Bank of
lndia and Central Bak of India under the respective

one-time set ement schemes entered into by the

Borrower with the said banks.

(b) Under the heading Amounts of the loan, the ageement
notes that, ' the lender shall provide the Bridge loan to

the borrower in a single tlanche or disburse the Bridge

loan directly to State Bank of lndia ad Central Bank of
India (as the case may be) to the extent of the amounts

outstanding to each of them ftom the borrower,

purcuant to the undertal<ing and representations made

by the borrower in this A$eement being true md

(c) Regarding the purpose, the ageement notes that, .the

borower confirms that it shall apply the B dge loan

solely towards the purpose. The bridge lod shall not be<1
b/ 1434/18M2a24, k/ 12?2lMWe4, a/ 1re4 sMEa24
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ut ised fol any other purpose other than as may be

ageed by the lender.

(d) Regarding the repalment, the agreement notes ihat, "

the borrower shall repay the Bidge loan to the lender,

on dema-nd, in one buliet repalment together with
interest, default interest., costs, chdges, expenses and
other monies whatsoever stipulated and payable to the
lender arisins out of or in connection with this

(e) The Board of Directors of SterliDg had passed a
resolution on 23.03.2023 to provide Bridge tod to the
tune of Rs 12,00,00,000 lor the purpose of discharging
the obligations to the State Bank of lndia and Centrat
Baik of India under rhe respective one-rime set ement

schemes entered into by the M/s Sebacic India Limited
with the said banks-

(0 Resolution dated 11.03.2023 passed in the Extra
Ordinaiy General Meeting of th€ shareholders of Sebacis

India Limited resolved that, 'the Boaid oI Directors sha_ll

have exclusive authority to accept investment or
otheMise in dy lolm of equity, either lrom existing
shareholders or prospective investors. Or to secure

uDsecured loan from shareholders, so as to meet the
requirement of Rs 1 1 crores as to complete the one-time
settlemert with the Banks"

Paee 39 of the IA 77a7/24 filed by Tushar patel is a
letter dated 25.03.2023 issued by Sterling Auxiliries
P.ivate Limited to State Bar* ol India with subject:

b/ t 4376 Hqrar t h/ t ::.tAt ttl
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Makine paymeDt for meeting rhe one time settlemert by
Sebacis India Limited for account No. 32683423396. rt
notes that, 'We have .emitted a]n amount of Rs 900
lakhs for credit of the abovementioned account of
Sebacis India Limited. The.emittance has beer sent

with an intention and puipose to complete the one-time

setdement obligation of the company. We would turrher
like to inform you that we de ir the process of finalising
a complete take over deal from the ensting shareholders

of the company ed the procedurat aspects for
completing the formalities shall be taking time as out
leSal team is finalising rhe documentatior. The need of
the hour is to meet the deadline for one time settlement

and therefore it has ben found necessary to remit the
amount residual for meeting the one time settlement

obligations.'

24.5. The claim of Stertins in Form C filed before the IRp notes

that the claim is of Rs 16,73,03,357 that comprises of

principal lod arnount of Rs 11,24,7r,25a.91 and the

balance amount is on account of stamp duty charges

mortaage, legal charge lor mortgage- M M Singhi, Interest

16%, Default penal interest - 10o/o, stamp duty charges Ior

conveyance deed, advance given to Doc Regisration

Advocate, Lesal charges sale/reconveyance deed,

a
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Professional Fees, Secudty guard cost to saleguard the

propety, other administrarive cost SAPL.

24.6. Pages 57 to 59 of IA l7a7l24 by Tvsl\ar parel is a shaje

tlansfer agreement dated 23.03.2023 made at Mumbai

between Sterling Auxiliaries Private Limired (purchaser),

Mr. Yosesh Pujara (Seller), and Sebacic India Limited

{Company). The agreement provides that,.The seller isa

shareholder in the company. At the request of the

Company ard Mr. Vishnu Patel (the majority sharehotder of

the company), the seler has a$eed to sell (100) sha]es of

the company to the purchaser and the purchaser has

ageed to purchase the sale shaies in tems of this

Agreement and the Shar.e Rrrchase Ageemert dated on or

about the date hereof, entered into by the purchaser and

the Company.

24-7. The facts stated on par:agaphs 24.4 to 24.6 cteaAy

demonstrate that Sterlirg paid the mount direcfly to SBI

so that the obligations of one-time set ement are met. The

puryose of making the pa),ment to SBI by Sterling is clearly

stated by Sterling in the letter addressed to SBt. Further,

, ! t}lF approval siven by t}le sha-reholders ol Sebacic was for
<4

h / r 03 7ta H M)2.2 4, A/ t 2 22taHMt2



accepting investment or otheMise in any form of equity,

either f.om existing shareholders or prospective investors.

Further, the purchase of shares by Sterlins Irom Yogesh

h)iara on 23.03.2023 (in the same week of making

payment to SBI) al,Id also reference to rhe share purchase

agreement betweer Sterling and Sebacis is considered as a

part of a pla.'Ined acquisition of shares of Sebacic by

Sterling.

24-8. Based on th€ above, the claim of Sterling of advancing loan

to Sebacic is not suppoted by facts md the amount paid is

more of an iDvestment to ersure that the company to be

acquired is not subject to any adveGe actions by the Bdks

and it acquires a company free of any liabilities ftom the

24.9. Section 5(24) of the IBC defines a .related party" in relation

to a corporate debtor, ircluding, inter alia, directors, key

manaseria.l persomel, shareholders holdine more tharl 2yo

of share capital, or any person who controls or influences

the corporate debtor's management. Section 21(2) of the

IBC excludes related partj, fmancial creditors from haying

0q representation, participation, or voting ghts in th€ CoC.

tA/ 1t1t7taH42a4, At t r22tABM2
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21.1

2.1.14)'lhc Slrprenr. Courr ir1 Phoenir Arc P1rt. Ltal. u. Sp.1de

dated O1.O2.2O2|) clarified that the exclusion uflder

Section 2 I (2) appties to financial creditors who were related

parties at the time the debt was created or who divested

thei. related paity status to circumvent the exclusion. The

Court emphasized that the purpose of the exclusion is to

prevent conflicts of interest and ensure that related parties

do not influence the CIRP to the detdment of other

1. The evidence indicates that Sterling's palnent to SBI was

made on 25.03.2023, accompanied by a Ietter from Sterling

Auxilialies Private Limited ( page 39 of 1A I7a7 /2024)

statiDg it was in the process of finatiziDg a complete

takeover deal. The loan ageement was executed on

24-03.2023, and the mortgage deed on 12.06.2023, altet a

board resolution on rO.05.2O23. Tushar Patel points to an

email dated 25.03.2023, where Sterling was asked to

provide details of nominee directors, suggesting control

over the Corporate Debtor's management. Additionaly,

alfidavits from Mr. Vishnu Patel (dated 27.11.20241 alrd,<--/
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Mr. Sameer Dalia confirm that Sterling's representatives,

including Mr. Sameer Dalia, were appointed as directorc in

December 2023. Further, Mr. Nimish Mehta's email {paae

160 of Rejoinder to Reply of R-2 ]D lA l222l212al also

relers to tateover of the CD by Ste.ling. These facts clearly

establish that Sterling was in t}le process of takilg over the

controi dd management of the CD and to avoid the

rccovery procccdinss lrom rhe tsANKS, Stcrlins provided

funds to pay for OTS. As it had given funds, the Ioan and

motgage ageement can be considered document to secure

its funding before actual take over-

24.12. The appointment of Sterlings nominees as directors, as

evidenced by the alfidavits md emails, establishes a

relatiol}ship under Section 5(24), which includes a person

who carl control the composition oI the board of directors.

The shaie transler to Mr. Tushd Barot, a nominee of

Srerling. and rhc i,volvement of Sterlingb soup .ompeies

in prepariDg documents for asset tlansfer turther indicate

control over the Corpoate Debtor's affairs.

21.13. Regarding the financial creditor status, Section 5(8) of the

IBC defmes 'fina]1cial debt" as a debt disbursed asainst the

b/ 1o3rtAHM2a24, A/ 1222tAHM)2a24, a/ 17a7tAt )M)2024
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consideration for the time value of monev. The loan

agrccment an.i Dortgage.iccd, though executed. appcd

inconsistent with the timeline aJld inrent. The loa.rl

aereement (24.03.2023) was executed after the board

resolution on 11.03.2023 authodzing Mr. Nimish Mehta,

but the mortsaae deed ll2-o6.20231was executed after 90

days, not within the stipuiated 45 days, raising doubts

about its legitimacy. Moreover, Sterling's sister concem,

Omt€ch Chemical Industries Pvt. Ltd.. submitted a
Expression of Interest to talre over the Corporate Debtor,

contradicting Sterling's claim that it found tle Corporate

Debtor unworthy of acquisition due to statutory non

21.11.'lht: Phoenix Arc jtdgment srarns aEaiDSr cornDrer.ial

contiivances designed to circumvent the relared party

exclusion. The sequence of eventFpa],rnent to SBI,

appointment of nominee directors, and prepdarion of asset

transfer documeirts-suggests that Sterling's Ioan was part

of a takeover strates/ rather than a genuine finarcial debt.

The Adjudicating Authoriry finds that Sterling,s actions
0
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align Mrn a reldrFd pdJr\ alrprpr'ng Lo inlluen, e rhF CIRP.

disquali4,ing it lrom CoC membership under Section 21{2).

24.15. Therefore, sterlirg Auxtllartes M. Ltd, is a Related

Party to the Corporate Debtor as on 15.05.2024 under

section s(24) (h), 0), (m)(4, due to its control over the

Corporate Debtor's board through nominee directors as on

15.05.2024. The loan ageement aid morteage deed are

sham transactions, as th€ palment to SBI was part of a

tal<eover deal, not a genuine {inancial debt. Thus, Sterling

is not a valid financial creditor under Section s(7) and is

liable to be excluded ftom the CoC under Section 21(2).

25. The I$ue No. (lt): Whether Vishnu Patel and Tushar patel a_re
related parties to the Corpo.ate Debtor under Section 5(24) oI
the IBC as on 75.05.2024, warranting their removal from the
CoC or rrhether their inclusion in the CoC complies with
Section 2 t (2) arld is las'ful?

25. r Sterline in IA/ 1222(AXM)2O24 & Reply alleses that Tushar

Patel and Vishnu Patel are related parties due to rheir

historicat roles as plomoters, diiectors, shareholders

(64.31% for Vishnu Patel and 2.a5% for Tushar Patel as of

03.03.2023), and guarantors. The cujarat High Court

judgment (25.06.2021) identilies them as part of the

promoter group. Sterling arsues that their share<l
A/ t a 14\EMt2o24 b/ ) 2221^HM)2o24, a/ 1737tM$t2ar4



divestments post the insolvency flling on 16.01.2023 are

avoidable transactions under Sections 43 or 45, intended

to mmipulate CoC participation.

25.2. The IRP an.l Tushar Patel, Vishnu patel .sse ltrar as on

15.05.2024, Tushar Patel ad Vishnu Patet held no shares

or directorships, as per the sharehoiding pattem

(30.12.2023) and MCA Master Data. Tushar patel ceased

directorship on 26.Oa.2O1a, ad Vishnu Patet on

26.04-2023. They arsue that past roles do not disquatify

thcm u.der Sc.tio. 3l2a). c;tins Apak Bhddt@.

25.3. lhc Phoenix Alc judgment hokls rh.1r rhc rclate.t fa(\
status must be assessed "in praesenti' as on the CIRP

commencement date, unless there is evidence of

divestment to circumvent the exclusion. The NCLT Kolkata

il Dipak Bh(r.dra. t'. RCBS Realty Ar. ,td, (IA (IB) No.

471/KB/2O21) clarified that past directorships do not

auromaLi.a.lly disqual ry a, rFdiror un ess rhe.Fssalion wsq

intended to sabotage the CIRP.

2s.4. secttor 5(24)(a), ( : Includes directors, KMp, or those with

significant influence. Trrshar patel,s directorship unril

?
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26.Oa.2018 arld Vishnu Patel,s until 26.08.2023, combined

with guafantees, establish influence.

25-5. Scctlo! 5(24A)lb): The familial tie, whe.e Tushar patel,s

son is maried to Vishnu Patel's daughter, qualifies both as

related parties under Section 5(24A)(b), read with the

Explanation defDing telative' to include son in law and

father-in-Iaw.

25.6. The evidence shows that Vishnu Patel trarsfered his 760l"

shareholdina to Mr. Tushar Barot in September ard

October 2023, after the insolvency application was filed on

16.0r.2023. The ailidavit of Vishnu Patel dated 27.tt.2024

reveals that the trdsfer was facilitated by Sterling, with

cheques issued by Tushar Baot to be encashed only aJte!

Sterling's pa).rnert, indicating a coordinated arrangement.

This suggests arl attempt to divest related party status to

par:ticipate in the CoC, falling within the Phoedx Arc

prohibition.

25.7. Trrshar Patel's shareholding (2.85%) and dnectorship untit

26.O4-201a, Vishnu Patei s shareholding (64.3to/") ald

directorship ]utrldl 26.Oa.2O23, their personal guarantees,
a

l-t and familial relationship (Tushar's son married to Vishnu,s

^/ 
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daughter) establish related party status under Section

s(24)(a), ti), alld l24A)(b). vishnu's transfer of 76010 shares

to Tushar Bdot in September/Ocrober 2023, post-

insolvency filins (16.o1.2o2s), facilitated by Sterline (per

Vishnu's affidavit daLed 27-11.20241, constitutes a

preferential transaction under Section 43, as it was within

the two year look-back period for related parties (Section

a3(a)(a)) and interded to secure CoC participation, per

Phoenix Arc. Altematively, the share transfers at 45 paisa

per shaJe (as per email dated 25.03.2023, para 16, Sr. No.

20) may constitute undervalued transactioas under Section

45, as they appear sisnificantly below mdket value,

intended to secuie CoC pdticipation. The IRP is required to

assess the tlansfer value against the CD's asset valuation.

Therefore, these transfers are avoidable, warrantirg then

CoC exclusion under Secrion 2l(2).

25.a. Therefore, Tushar Patel and Vishnu Patel are rclated

parties under section s(2a)(a), U), and (2aA)(b) as on

l5-O5.2O24, due to their historical roles, guarantees,

farnilial rclationship, and strategic share divestments. Their
0
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26. The Issue No.(tti): Whether Rdesh Patel al]d Piyrsh Patel
are related parties to the Corporate Debtor under Section 5(24)
oI the IBC as on 15.05.2024, warrdring their removai from
the CoC?

26.1. Regarding Ramesh Patel and Pi],ush Patel, no specitic

evidence estabiishes their related party status urder

Section 5(24) as of 15.05.2024. They held no directorships

or significat shareholding, and no familial ties to the CD's

maragement are proven. Therefore, they are not found to

be related parties.

27. The lasue No.{tv): Whether the deadlock in the appointment
of the Resolution hofessional under Section 22 of the lBC
requires judicial interention, and if so, what directions are
necessary to ensure the smooth functioning of the CIRP?

27.1. The deadlock arose in the {irst CoC meeting 114.06.20241,

where only 51.16010 voted to continue the IRP as the Rp and

44.a4% against, faliing short ol the 66yo threshold urder

inclusion in the CoC violates Section 2112) and de liable to

be excluded from the CoC under Section 21(2).

Secrion 22(2). Sterling's dissent, based or its objections to

the CoC's constitution, caused the impasse. The IRp seeks

directions in IAl 1O37(AHM)2O24 to resolve this and ensure

CIRPprogession. o

<1
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27.2. Section 22{5) allows the Adjudicating Authodty to direct

the IRP to continue as the RP if the Board does not conhrm

a proposed RP within ten days. civen the turdinAs that

Sterling, Tushar Patel, and Vishnu patel are retated panries,

their voting shares (48 _84o/a + 71.a5o/o + 2a.SOo/o = a9.19"/o)

ar-e excluded under Sectlon 2tl2l .

27.3. The CIRP is a time bound process under Section 12 of the

IBC, and delays due to CoC disputes undermine its

objective of maxj,Jlizl/rs asset value. The exclusion of

related parties ensures impartial decision making. Judicial

intervention is warranted to breal< the deadlock and ensure

compliance with the IBC.

27.4. The deadlock necessitates reconstitution of the CoC,

excludinA Sterling, Tushar Patel, ad Vishnu patel.

followed by a fresh vote for the Rp,s appointment. rf no Rp

is appointed, the IRP should continue as the Rp under

Section 22(5) until a new RP is conlrmed.

28. The Isrue !Io.{yl: whether the actions of the IRp in
constituting the CoC and handling claims were in accordance
with the IBC dd relevant regdations, and whether a]ly
prccedural lapses warrant corrective measures/replacement?

0
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28.1. The IRP'S roie in veri8,ing claims and constituting the CoC

is govemed by Regulations 13 ar}d 14 ofthe Insolvency and

Balsuptcy Boad of India (lnsolvency Resolution kocess

for Corporate Pe.sons) Resulations,2016. The Suprcme

Colrrt in Comtuittee of Creditors of Essar SEeL India Limited

u. Satish Kumar Gupta (Civil Appeal No. 8766-67 of 2019)

a]]d NCLAT in PTC India Financial Seruices Ltd. o.

Venkateswartu Kan lcompdy Appeal (AT) (Insolvency) No.

.150 of 2018) clarify that the IRP'S role is to collate claims,

not adjudicate them.

28.2. The IRP constituted the CoC based on claims submitted

a

<-.,1

and information available as on 15.05.2024, as per

Regulation 1 3. Sterling's emails lr 0.06.2024, I 1.06.2024,

13.05.202.1. 14.06.2421, 20.06.2lJ21, 22.06 20211

highlighting the related party status of Tushar Patel and

Vishnu Patel, were not adequately addressed.

28.3. While the IRP followed claim collation procedures, his

inaction on related party alegations and lack of

transparency regarding Par <aj Pandya constitute

procedural lapses. However, replacement is not warranted,

as Section 27 allows the Adjudicatins Authodty to replace
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the IRP for misconduct, but the lapses here (inadequate

investigation and transparency) are corectable through

28.4. Therefore, the IRP is required to re-evaluate aI claims with

due diligence, ensuring compliance with Section 21(2) and

the cited precedents.

fl NDIT{GS AJTD DIR.ECTIONS

29. Therelore, it is held that Stcrltng is a related party under

Section s(2a)h), 0), (m)(i) due to its control over the Corporate

Debtor's board, and its ioan is a sham transaction,

disqualilj,ing it as a fDancial creditor under Section 5(7),

wananting CoC removal_

30. lt is also held that Tusha. Patel dd vtshru patel de retated

parties under section s(2a)(a), 0), and (2aA)(b) due to their

past directo.ships, shdeholding, personat guarantees, and

familial relationship, with their share divestment beiflg an

avoidable transaction, rendering their CoC inctusion unlai,{ul,

warranting their removal tuom the CoC.

31. Fudher, the deadlock in the Rp,s appointment necessitates

judicial intenention. The CoC must be reconsrituted.
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excluding Sterling, Tushar Patel, and Vishnu Patel, and a

fresh vote conducted for the RP's appointment. The IRP shall

continue as the RP under Section 22(5) until a new RP is

32. The IRP'S actions in constitutirg the CoC were partially non-

compliant due to inadequate investigation of related party

status. The IRP'S procedural lapses warrant re-evaluation of

claims a]ld CoC reconstitution. The IRP'S procedural lapses do

.or rsLii, repla.rmFn but -equire rone.rrre m"as:res.

33. Accordingiy, in view of the above findings following order is

(a). IAl 1O37(AHM|2O24 is parily alloved. The IRP,

Madsh Kumar Bhagat, shall continue as the RP

under Section 22(5) of the IB Code until a new RP is
appointed by the reconstituted CoC. The respondents

are directed to cooperate with the IRP/RP for the

smooth functioning of the CIRP.

lbl- lAll222lAllul2024 is pal.tly allowed. Tushar Patel
and vi3hnu Patel are removed from the CoC as related
parties under Section 21(2) of the IB Code.

/.1
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{c). IAI1787(AHM)2o24 is allowed. sterlirg Auxiliarics
P\rt. Ltd. is also removed from the CoC as a reiated
pdty under Section 21(2) ofthe IB Code.

ld) other prayers 1n tAl1222lt*tUtl2o24, includins
replacing the IRP with Rajkumar Jaiswal (prayer E) ad
staying the CIRP lprayer I), are rejected, as the IRP'S

lapses do not warrant replacement under Section 27,

and the CIRP stay is eacated to ensure timely

resolution per Section 12 ofthe IB Code.

le). The IRP shatl reconstitute the CoC, excludirs Sterling

Auxilidies Pvt. Ltd., Tushar Patel, and Vishnu Patel,

within 7 days md conduct a fresh vote lor the RP's

appointment within 14 days from the date of this order.

(0. The IRP shall .e evaluate aI claims, includins Pankaj

Pandya's, addressing Sterling's objection that he is part
of the promoter eroup (per Gujarat Hieh Coult, 2021,
para 12.13), ensuring complial,Ice with Section 21(2)

a]]d the Phoen& .4rc fudgmelt, Md. explicitly veri&
his non related party status as of 15.05.2024, and file
a revised CoC constitution report with rhis
Adjudicating Authority within 21 days.

-51- lr
SANJEEV KUMAR SHARMA
MEMBER (TDCHNICAL)

SHAMMI I(HAN
MEMBER (JUDICIALI

^/ 
1a37leM)2424 b/ r 222IAHM)2

r: $hon. hah l )hl;d


