Lenders can invoke
personal guarantees

IBC cases, says SC

Court dismisses plea against NCLAT order in SBl-Jajodia case
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he supreme Cowurt has rejected a plen
prainst & . recent rmuling by the
Nakbional Company Law Appellate
Tribunal (NCLAT), paving way for
lenders o initiate isolvency procecdinzss
against promoters, directors and chairman
who have signed personal puaranioes oo cof-
porate loans. This is imespective of pendency
of any procesding agamst the corporate debtor
under the Inscvency Bankmupicy Cocde (IRBCH
The appellate tribunal had in
late January maled that imitia-
tion of corparate insolvency
was oot a pre-requisite to
initiate insobvency pro-
cess apainst the per-
sonal puarantor of the
corporse. =
The matier pertams to an appellate
tribunal order in the State Bank of India ver-
sus Mahendra Kuwmar Japodia case. The tribu-
nal order was challenped in the apex Court
The 5C verdict will ensure an optimal recov-
ery for lenders and refram them frem taking
steep haircuts, causines less losses 1o banks. It
will alzo diecourage defaulters from mmisutzla-
sation of loan amcunt and transfernng assets
o related parties even belore the recovery pro-
coss 1% inikiated.
Under the TBC norms, a "".l!';ll.'-l:."'f resob-
ton pracess ar ligquidation procesdines azainst
the corporate debior is requirad to instate pro-

HOLDING ACCOUNTABLE

b S says NCLAT judgment does notwamant
interfersnoe

P MOLAT ruled corporate insolvency is not
prerequisite for proceedings against persanal
guarantors

B 1B provision requires initiation of ORP 10
proceed against personal guarantors

b 5¢ ruling implies that proceedings
against personal guaramtors need nat rely
on princpal debtor

F Mowve wnll ensure
optimal recovery for
lenders

- ceedings against per-

- zonal puaranior.
o Observinge past judpements
and IHC provisions the apex court
stayed the NTLAT dedcision in eaxrly Apnl. “We
do oot s=e any copent reascon io enteriain the
appeals. The pdgement impugnéd does nol
warrant any interference,” the apex court said
in its May & order aBer hearing both the parties
and solscitor general,

The order, made public on Tuesday, implics
that proceedings against personal puarantors
need not be dependent on the prncipal debtor
ithe companyt.
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Thiz means that even i 5
Corporate Insolvency
Resotution Process (CERPY has
rnot been mitated, pendiog or
roncluded, a personal Zuarsne

kar can be proceeded assimst
under the Code. The udpe-

ment, accordingE to experis,
brings clarsty on the ambers-
s inderpretatson of the proas-
won relyed 1o personal Duar-
antee. “In several coses,

recoye Iy procecdings ansl later
msodvency procesdings werns
mitioked. In some cases; the
nppaEcason for resolution plan
has ot yet been approved and
N some matters. the proceed-
ing=s have been concluded, 3o
deznfte beinz al dilferemt

siares the udpement ensures
that liabality would lie on per-
wonal poorantors, an 1BC
fervever sad

This is the second ppdpe-
ment by the apex cowart maksngs
pereonal suaramlor accowmt-
abée fior the recovery. Foglier
209, sC had pas==d a udee-
ment in favour of the central

eovermment Thes was related
i makang personal Fusrantors
pay die=s i case debd was nok
repaid under the resolution

plan. The recent order =
expected to resalve the clash
between the debit recovery tri-
bumnal and National Company
Taw Tribanal (RCLTL

“The Code was introdwoed
in 2006 1o initiste inscheency
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corporate debtor for possible
revival and hence NCLT is the
_ﬁn-'ﬂn..-ﬁithﬂh::ﬂn:ﬂ:
thir comeendenoe conbinued ba
ﬂnﬁ:nﬂminm,um
even after implementation of

the code. Now with this judge-
ment, it i chear that NCLT is
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tatig | puarantor appli-
hﬂnﬂs_:‘;nid ‘Srinivasn Rao,

Jindal...

“As the aoquesition is quibe bz,
no edder will be able to rise
fumds om their owm and hence,



