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MCLEOD RUSSEL INSOLVENCY

Khaitans move NCLAT

MITHUN DASGUPTA
Kolkata, February 19

ADITYA KHAITAN, AN erst-
while promoter of tea major
McLeod Russel, has moved
the National Company Law
Appellate Tribunal (NCLAT)
against the NCLT’s order
admitting the company for
the corporate insolvency res-
olution process (CIRP).

The Kolkata bench of the
National Company Law Tribunal
(NCLT) on February 10 admitted
IL&FS Infrastructure Debt
Fund's insolvency petition for
initiating the CIRP against
McLeod Russel India, the coun-
try'slargest tea producer.IL&FS
Infra Asset Management, an
asset management company,
manages IL&FS Infrastructure
Debt Fund (IIDF).IIDF, a finan-
cial creditorto McLeod, filed the
petition under Section 7 of the
Insolvency and Bankruptcy
Code (IBC) for default in pay-
ment of I347.47 crore as on
November12,2019.

The NCLT has appointed
Ritesh Prasad Adatiya as the
interim resolution professional
(IRP) of the corporate debtor to
carryoutthefunctionsasperthe
IBC.Powers of theboard of direc-
tors were suspended, and a
statutory moratorium under
Section 14 of the Code com-
menced. Khaitan, whose plea
against the NCLT is listed for
hearing before the NCLAT on

INSOLVENCY RESOLUTION PROCESS
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National Company Law
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IL&FS Infrastructure Debt
Fund's insolvency petition for
initiating the CIRP against
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B The NCLT has appointed
Ritesh Prasad Adatiya as
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out the functions as per
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Monday, was not available for
comment. Meanwhile,the IRP
hasasked the creditors tosubmit
claims by February 24. Bankers
tothe companyare State Bankof
India, Punjab National Bank,
HDFC Bank, ICICI Bank, Axis
Bank, Indian Bank, UCO Bank,
Yes Bank, IndusInd Bank and
RBLBank,accordingtothelatest
annual report.

Notably, FE reported on Feb-
ruary 13 that Khaitansarelikely
to consider both the options —
approachingNCLATand anout-
of-court settlement — to pull
McLeod out of the insolvency
process. For the Khaitan family,
regaining control of McLeod
Russel seems to have become
the foremost target at present.

In Julylast year, the Burman
family, promoters of Dabur

India, reclassified itself as the
promoters of dry cell battery
maker Eveready Industries,
replacing Khaitans, after the
completion of an open offer.
McNally Bharat Engineering,an
engineering firm of Williamson
Magorgroup,is currentlyunder
final stages of the CIRP.This is
the second instance of the tea
makerbeingadmitted forinsol-
vency proceedings. In August
2021, NCLT, New Delhi, had
admitted aninsolvencyapplica-
tion filed by Techno Electric &
Engineering under IBC for
default on repayments of term
loans of around X100 crore.
The tribunal later gave its
approval for withdrawal of the
CIRP against McLeod after the
promoters had reached a settle-
ment with Techno Electric.The

CORE OBJECTIVE OF INSOLVENCY PROCESS

NCLAT ruling on RCap
to have a huge impact

RAJESH KURUP
Mumbai, February 19

THE LEGAL BATTLE between
the lenders to Reliance Capital
(RCap)andabidderwill bethelit-
mus test for bankruptcy pro-
ceedings, as it would end the
debate on the core objective of
the Insolvency and Bankruptcy
Code (IBC).

The ongoing dispute is over
what is of paramount impor-
tance — completion of the reso-
lution plan in a time-bound
manner, or maximisation of
value forlenders.

Thedeadlineforthe comple-
tion of RCap’s resolution plan
wasextended manytimesdueto
variousreasons.Thelatest dead-
lineisexpiringon March 15.The
case is being heard by the
National Company Law Appel-
late Tribunal (NCLAT), after a
February 2 orderbythe National
Company Law Tribunal (NCLT)
declared the proposed second e-
auction as violation of bank-
ruptcyrules.

“The entire IBC process aims
at maximising value in a time-
bound manner as the debt is
mainly public money. There are
these twoviews —time ormoney
—and resolution professionals
need to strike a balance. The
committee of creditors should
be permitted to pursue its com-
mercialwisdomand given more
time to complete theinsolvency
process,’ Mahesh Agarwal, man-
aging partner at Agarwal Law
Associates, said. “Why shouldn’t
the firm be given to the highest
bidder? The cut-off hastobe the
date of awarding of the letter of
Intent (LoI),”he added.

According to Rajiv Chandak,
partner at Deloitte India,“Value
maximisation in a time-bound
manner is core principle of the
IBC process.Certainty of closure
increases interest from market

FPIs invest 7,600

Shift focus back on
the Indian equities
markets

PRESS TRUST OF INDIA
New Delhi, February 19

FOREIGN INVESTORS SEEM
tohave shifted theirfocusback
on the Indian equity markets
as they turned net buyers last
week with an investment of
over X7,600 crore. This came
following a net outflow of
X3,920 crore by foreign port-
folio investors (FPIs) from
equitiesin the precedingweek
(February 7-12),datawith the
depositories showed.

"As the markets began to
recover from the Adani shock,
the flows from FPIs also
improved, suggesting their
renewed interest in the
prospects of the Indian equity
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negotiations

DHFL 88,000 15,000 37,250
(Piramal) (Piramal)

SREI 32,791 3,402 14 867
(Authum (NARCL)

Essar Steel 42,000 32,000 36,000
_ (ArcelorMittal) (ArcelorMittal)

Bhushan Power | 48,719 | 15,000 24,500
and Steel (JSW Steel)
Binani 7,500 6,932 7,950
Cement (Rajputana (UltraTech
properties) Cement)

participants. Select situations
may need a differential
approach and may take more
time to conclude”

Though the NCLT had
rejected RCaplenders'proposal
to conduct the second auction,
the lenders moved the NCLAT
citing the need for value max-
imisation. “Looking at the
entire eco-system and legisla-
tive and regulatory objectives,
value maximisationhastobea
time-bound process, and in
IBCresolutions,recovery must
be seen along with feasibility
and viability of the entire
process, including overall
revival of the company. The
toppling bidders post suc-
cessful completion of the
challenge mechanism are dri-
ven by the desire toremainin
the race and don’t value the
sanctity of the process which
is the most important pillar
of time-bound insolvency
process,” Anoop Rawat, part-
ner, Shardul Amarchand
Mangaldas & Co, said.

“Unending negotiations
may potentially create an unvi-
ableentityonceagain,havingan
unsustainable level of leverage
or erosion of investors' value,
which might again slip into

markets," Himanshu Srivas-
tava,associate director - man-
ager research at Morningstar
India, said.

It appears that the sus-
tained selling in India wit-
nessed from early January is
over but they
might sell again
at higher levels,
VK Vijayakumar,
chief investment
strategist at geo-

Given a more
stable economy &
strong macros,
FPIs are now

bankruptcy. No true value dis-
coveryand timelyresolution can
happen if unrestricted time is
given,” Rawat added.

In a landmark decision in
2018, the NCLAT approved
UltraTech Cement’s revised
X7,900-crore bid to acquire
Binani Cement, stating that the
purpose of the bankruptcy
processwas to extract the maxi-
mum value. The dispute
stemmed after Binani Cement’s
CoC had decided to consider an
improved bid from UltraTech
after Rajputana Properties’
(owned by Dalmia Bharat)
36,930-crore bid was declared
the highest.

Similarly,Essar Steel received
acounterofferof 342,000 crore,
up from332,000 croreithad got
in the first round of the auction,
while Bhushan Power and Steel
got a revised offer of 24,500
crore, more than the original
offerof ¥15,000 crore.

“Time is money. The quicker
the cases are heard and con-
cluded,the greaterthevaluereal-
isation.Theinterestsof the NCLT
and the RP are not aligned for
quicker closure of IBC cases,’
Shriram Subramanian, founder
and MD at InGovern Research
Services, said.

admission of Williamson Magor

group company McLeod fora |

CIRPbythe Kolkatabenchofthe
NCLT has wrecked Khaitans’
effortstoexecutean“exclusivity
agreement” with Carbon
Resources to negotiate a mutu-
ally-agreeable mechanism to
offer a proposed “one-time set-
tlement” of the company’s debt
tolenders.

Last month,theboard of the
teamakerhad approved the exe-
cution of an “exclusivity agree-
ment”with Carbon Resources,
which had earlier made a non-
binding offer to its lenders to
acquire a controlling stake, to
negotiate and evaluate a mutu-
ally-agreeable mechanism for
the companyto offera proposed
“one-time settlement” of its
debt to thelenders.

Mutual
funds'
collection
through NFO
drops 38%

PRESS TRUST OF INDIA
New Delhi, February 19

MUTUAL FUNDS' COLLEC-
TION through new fund offer-
ings (NFOs) remained sub-
dued in 2022, with asset
management  companies
(AMCs) garnering over
62,000 crore through new
schemes, which was 38%o less
compared to 2021.

However, higher number of
NFOs were launched in 2022
compared tothe precedingyear.
Atotalof 228 newschemeswere
floated last year, which was way
higher than 140 launched in
2021, according to the data
compiled by MorningstarIndia.

Intheyear2022,fund man-
agers focused on passive funds
and fixed income categories like
fixed maturity plans. In fact,
number of fixed income NFOs
seem to have doubled in 2022
over the previous year.

According tothedata,atotal
of 179 open-end funds and 49
closed-end fundswerelaunched
in the calendaryear 2022,and
cumulatively, these funds gar-
nered 362,187 crore.

In comparison, 140 NFOs
werefloatedin 2021 and cumu-
latively,these fundswereableto
mobilise 99,704 croreand 81
new schemes were launched in
2020rakingin<53,703 crore.

“The year 2022 was rela-
tively dull with low single-digit
returns on a couple of key mar-
ket-cap based indices while
some even trod into the nega-
tive territory. A combination of
inflation-interest rate dynam-
ics, geopolitical upheavals and
consequent economic ramifica-
tions dented investor senti-
ments,' Nirav Karkera, head of
Research at Fisdom, said.

crore in a week

mium to the Indian markets,
which has the potential to
deliver better returns, Srivas-
tava added.

FPIs have been net sellers
since the beginning of the year
and till February 10, they were
net sellers to the
tune of I38,524
crore in 2023,
including 328,852
crore in January
amid concerns of

jit financial ser- willingtolook  the continuing
vices,said.As per beyond valuation rate hikes by the
the data, FPIs and other concerns major central
have purchased EE— banks globally to
equities worth a curbin inflation.

net sum of Also, the out-
X7,666 crore in the week flows from Indian equities
ended February 17. could be attributed to rela-

Given a more stable econ-
omy, strong macros and
prospects of higher economic
growth, FPIsare nowwilling to
look beyond valuation and
other concerns,and pay a pre-

tively highervaluations,which
prompted the FPIs to shift
their focus towards other mar-
kets having relatively attrac-
tive valuations. Markets such
as China, which saw signifi-

cant erosion in their equity
markets due toaseries of strict
lockdowns, attracted foreign
investors after it opened up
given its attractive valuation.

The distinctive feature of
stock market performance
this year is India's underper-
formance with NSE's bench-
mark index Nifty 50 down by
1.4% so far. On the other
hand, Taiwan index is up by
8.3% and Shanghai compos-
iteisup by 3.4%.

In terms of sector, FPIs
have been buyers in autos and
auto components and con-
struction,while theywere sell-
ers in banking and financial
services in which they are sit-
ting on good profits, Vijayaku-
mar said. So far this year, for-
eign investors have pulled out
a net sum of 330,858 crore
from equities,whileinvested a
netamount of 5,944 crorein
the debt markets.

NARCL may revive Sreil group's
iInfrastructure financing arm SIFL

PRESS TRUST OF INDIA
Kolkata, February 19

PUBLIC SECTOR ASSET
reconstruction  company
NARCL is likely to revive Srei
Infrastructure Finance (SIFL)
and wind up the group's
equipment financing arm
SEFL after recovering out-
standing debt in seven years,
a source said on Sunday.
NARCL (National Asset
Reconstruction Company) on
Wednesdaywon the bid to take
over the two Srei group firms
— SIFL and Srei Equipment
Finance Ltd (SEFL) — through

il d

The source said that as per
the NARCL's resolution plan,
SEFL will be kept dormant for
at least seven years without
anyfreshlendingand thenon-
banking financial company
(NBFC) will be wound up after

"Upon taking overthe com-
panies, NARCL will not carry
fresh lending from SEFL and
the companywill bewound up
after recovering its outstand-
ing in the market and settling
court cases, an official told PTI.

"SIFLwhich hasacleanbal-
ance sheet and far fewer legal
imbroglios will be revived.The
regulators are also of this view
as per earlier discussions. Con-
tinuity of business will help
save jobs,"the official said.

At present, most of the
assets are held in the books of
SEFL.The erstwhile promoters
of the NBFC in the past had

assets of SIFLinto SEFLas part
of a restructuring plan which
failed to get the RBI nod.

The promoters failed to pull
their companies out of the
insolvency process despite a
last-ditch attempt promising
to clear all dues under section
12 A of IBC a few days back.
SIFLhas eight subsidiariesand
one trust underits fold includ-
ing SEFL.The other companies
are Srei Capital Markets, Srei
Asset Leasing, Controlla Elec-
trotech, Srei Mutual Fund
Asset Management, Srei Insur-
ance Broking, Bengal Srei
Infrastructure Development,

an insolvency process.

recovering outstandingdebt.  transferred infrastructure and Srei Mutual Fund Trust.
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