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NCLT dismisses IL&FS plea seeking to
unwind transactions with SREI Infra

Pranali Lotlikar
MUMBA/

The National Company Law
Tribunal (NCLT) has dismissed
an application by
Infrastructure Leasing &
Financial Services (IL&FS)
Limited seeking to unwind
complex financial transactions
with SREI Infrastructure
Finance Limited.

The tribunal refused to ‘col-
lapse’ six transactions worth
about 21,060 crore, holding
that such restructuring cannot
be imposed without the con-
sent of all parties. Applying
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refused to

‘collapse’ six deals
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r——

the doctrine of election, the
tribunal maintained that a per-
son cannot approbate and
reprobate. “A party cannot
simultaneously or successively
assert rights that are inconsist-
ent with each other, and hav-
ing acted upon one set of
rights to its benefit, cannot
thereafter be permitted to
resile from that position and

assert a wholly contradictory
stance,” it said.

The tribunal found that
IL&FS had, for years, treated
these transactions — which it
now wanted to collapse — as
valid and enforceable, filing
insolvency proceedings and
claims on that basis. It ruled
that IL&FS cannot now take a
contradictory stand merely
for better recoveries.

IL&FS had sought to rechar-
acterise certain loan arrange-
ments involving its subsidiary
IL&FS Financial Services
Limited (IFIN} and SREI group
entities as circuitous transac-

tions designed to bypass regu-
latory limits on intra-group
lending. It argued SREI acted
as a conduit and sought to be
declared the direct creditor of
several group companies.

However, the tribunal held
such relief would amount to
rewriting binding commercial
contracts, which is impermis-
sible without mutual agree-
ment. Relying on a National
Company Law Appellate
Tribunal (NCLAT) ruling, the
bench emphasised that
mutual consent is mandatory
for collapsing such transac-
tions.



