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IN PURSUIT OF PROFESSIONAL EXCELLENCE
Statutory body under an Act of Parliament

(Under the jurisdiction of Ministry of Corporate Affairs)

s NCLT

'Incorporated with Fraudulent
Motive, invoking Arbitration
against Antrix not Bona Fide':
NCLT orders Winding Up of
Devas Multimedia (May 27,
2021)

The National Company Law
Tribunal, Bengaluru bench, has
ordered the forcible liquidation
and winding up of Devas
Multimedia by allowing a
petition filed by Indian Space
Research Organization's
commercial arm Antrix
Corporation Limited.

The Tribunal held that Devas
was incorporated in a
"fraudulent manner to carry out
unlawful purposes” and its
management resorted to
"fraudulent activities" in relation
to the commercial contract with
Antrix.

For details:

https://www.livelaw.in/news-
updates/nclt-orders-winding-up-
of-devas-multimedia-on-isro-
arm-antrix-plea-174764

¢ Securities Laws and Capital Markets
SEBI Adjudication Order

1 In the matter of M/s Amrapali Capital & Finance
Services Ltd. (May 27, 2021)
SEBI imposed a penalty of Rs. 4 lakh under Section 15HB
of SEBI Act and Section 23D of the Securities Contracts
(Regulation) Act, 1956 (SCRA) on M/s. Amrapali Capital
& Finance Services Ltd. (‘Stock Broker’) for violation of
Section 23D of the Securities Contracts (Regulation) Act,
1956 and various SEBI circulars. A registered Stock
Broker with SEBI is obliged to comply with all the
regulatory requirements in letter and spirit, and the
lapses on the part of the M/s Amrapali Capital & Finance
Services Ltd. attract penalty as per law.
For details:
https://www.sebi.gov.in/enforcement/orders/may-
2021/adjudication-order-in-the-matter-of-m-s-amrapali-
capital-and-finance-services-ltd-_50275.html

s* Labour Law

Pension funds PFRDA revises sponsor’s capital
requirement criteria (May 26, 2021)

Pension fund regulator PFRDA is keen that sponsors and
pension funds set up by them are strong enough to ride the
current growth wave in the pension sector. Towards this end,
it has tweaked the capital requirement norms for sponsors of
Pension Funds, stipulating higher paid-up capital and networth
for those looking to set up such funds.

A sponsor - individually or jointly- of a pension fund should
have atleast X25 crore in paid-up capital on the date of making
application as a sponsor and positive tangible networth of at
least X 50 crore on the last date of each of the preceding five
financial years, the PFRDA has now ruled.

For details:
https://www.thehindubusinessline.com/money-and-
banking/pension-funds-pfrda-revises-sponsors-capital-
requirement-criteria/article34648297.ece
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¢ Banking and Insurance
1 Annual Report for the year 2020-21 (May 27, 2021)

The Reserve Bank of India on May 27, 2021 released its Annual Report for 2020-21, a
statutory report of its Central Board of Directors. The Report covers the working and
functions of the Reserve Bank for the transition period of nine months (July 2020 -

March 2021) following the decision to change its accounting year from July-June to
April-March.

For details:
https://www.rbi.org.in/Scripts/BS_PressReleaseDisplay.aspx?prid=51637

1 Bank frauds fall by 25% in 2020-21 : RBl report (May 27, 2021)

Bank frauds of X1 lakh and more fell by 25% in value to X1.38 trillion in the previous
fiscal with the number of such cases also seeing a decline of 15% during the year,
showed the Reserve Bank of India’s annual report released on May 27, 2021.

For details:
https://www.livemint.com/industry/banking/in-pandemic-year-bank-frauds-fall-25-rbi-
annual-report-11622119403692.html

9 Delhi HC asks IRDA to consider insurance claims of Covid patients who couldn’t
get hospital beds (May 27, 2021)

The Delhi high court on said that several people were not able to avail the benefit of the
insurance policies during the second wave of the pandemic as they did not get hospital
beds, “not due to their fault, but for the dearth of infrastructure”.

“The insurance policies issued by several insurance companies which have been in
existence do not cover claims unless the insurer is a hospital. It appears that it is only
the Corona kavach policy which has been introduced as a standard policy. However, a
large number of insured people would not be able to receive any benefit under the
insurance policies held by them only because they did not get hospitalization for no
fault of theirs, but for the dearth of infrastructure,” the court noted in its order.

For details:
https://www.hindustantimes.com/cities/others/delhi-hc-asks-irda-to-consider-
insurance-claims-of-covid-patients-who-couldn-t-get-hospital-beds-
101622139960515.html
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¢ Insolvency & Arbitration Law

Book Review- Emergence of Commercial Justice Insolvency and Arbitration by Vivek
Sood (May 27,2021)

The classic case of Swiss Ribbons Pvt Ltd versus Union of India paved way to our modern-
day IBC. The Supreme Court soon adopted a proactive judicial approach, thus infusing life
into the system. Nowadays, a bankrupt management can no longer hold control once a
petition is admitted by the National Company Law Tribunal (NCLT).

Vivek Sood, Senior Advocate with the Supreme Court of India, has traced the arbitration
procedure and how the law came into being in his recent book - Emergence of Commercial
Justice Insolvency and Arbitration - published by Bloomsbury Professional India.

The author goes on to explain the far-reaching ramifications that arose in a recent case
where the meaning of the 'seat’ of arbitration and its importance during proceedings came
up, and how it was significant to determine the jurisdiction of the court over such
proceedings.

For details:
https://www.livelaw.in/book-reviews/book-review-emergence-of-commercial-justice-
insolvency-and-arbitration-bloomsbury-professional-india-174802

¢ Market Watch
Stock Market Indices as on Foreign Exchange Rates as on 27.05.2021
28.05.2021 (https://www.geojit.com/currency-futures/rbi-reference-rate)
S & P BSE Sensex | 51422.88 (+307.66) INR/1USD | INR/1GBP | INR/1EUR | INR/1]JPY

Nifty 50 15435.65 (+97.80) 72.66 102.75 88.82 0.67
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** Pronouncement

May 27, 2021 Vijay Sai Poultries Pvt. Ltd. (Appellant) vs. Vemulapalli Sai Prameela & | NCLAT
Ors. (Respondents)

A quasi-judicial authority must record reasons in support of its conclusions to prevent unfairness or
arbitrariness in reaching the conclusion

Fact of the case

The Appellant ‘Vijaya Sai Poultries Pvt. Ltd.’ has filed this Appeal against the order dated September 16, 2019
passed by the NCLT, Amaravati Bench, whereby the Adjudicating Authority allowed the application filed by
Petitioners (Respondents herein) and directed that forensic audit be conducted of the Appellant company
since March 31, 2004.

Petitioners (Respondents herein) have filed Petition under Sections 59, 241 and 242 of the Companies Act,
2013 alleging oppression and mismanagement against the Managing Director of the Company. It was alleged
that he has been operating the finances of the Appellant Company in an arbitrary and whimsical manner and
has siphoned off Crores of Rupees belonging to the Appellant Company without accounting for the same.

The Appellant submitted that there is no prima facie finding of oppression or mismanagement as required
under Section 242 (4) and 241/242 of the Companies Act, 2013. The Impugned Order is without reasoning or
finding of fact and in fact, contains a one-line order directing that forensic audit be conducted.

It is settled law that there must be a recording of reasons in the order in support of conclusion arrived at. The
giving of reasons in support of their conclusions by the judicial or quasi-judicial authority is essential to
prevent unfairness or arbitrariness in reaching the conclusions. For this proposition, Appellant relied on the
judgments rendered by the Hon’ble Supreme Court in the matters of Karanti Associates Pvt. Ltd. & Ors. Vs,
Masood Ahmad Khan & Ors.

It was further submitted that the application has been filed under Rule 131 of NCLT Rules 2016 which relates
to production of documents and form of summons. An order of directing that a forensic audit to be conducted
could not have been passed in such an application.

Judgment

The NCLAT based on the principles laid down by the Hon’ble Supreme Court in the Case of Kranti Associates
(Supra) has observed that, in India the judicial trend has always been to record reasons, even in administrative
decisions, if such decisions affect anyone prejudicially. A quasi-judicial authority must record reasons in
support of its conclusions. Insistence on recording of reasons is meant to serve the wider principle of justice
that justice must not only be done it must also appear to be done as well.

In light of the principles laid down by the Hon’ble Supreme Court, it is held that there is nothing in the order to
justify the directions given by the NCLT for conducting forensic audit of accounts of the Company that too for
more than 15 years. The Adjudicating Authority must record reasons in support of conclusions. Hence, the
impugned order is set aside.

For details: https://nclat.nic.in/Useradmin/upload/57411966460af637fb0226.pdf
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