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Amount received as an advance payment for the supply of goods during the CIRP to keep the CD as a going 

concern would have to be treated as CIRP costs. 
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SECTION/REGULATION 

REFERRED 

Section 5(13) of the Code 

 

Brief of the case: 

 

In this matter, Corporate Debtor failed to supply the goods to the appellants during the CIRP period and liquidator 

refused to treat the advance paid for such goods as CIRP cost.Two appeals emanated from a common order of 
NCLT, Kolkata, whereby NCLT had summarily disposed of the application under Section 60(5) by issuing an 

order that “Liquidator to consider its claims as per Rules.” Aggrieved by the said order, appellants filed the instant 

appeal. 

 

Decision: 

 

Hon’bleNCLATdirected the RP to respond to the claims made in appeals and supply all the necessary details and 

information relating to transactions before the Liquidator within 15 days of the passing of this Judgment andheld 

that,  

“In such a process of managing the business operations of the Corporate Debtor, if an advance payment for supply 

of goods is received, it cannot be treated as raising an interim finance. It is an advance for payment of goods which 

the Corporate Debtor as a going concern may be of manufacturing. The goods are either to be supplied, or the 

amount should be returned. If the goods are not supplied, the purchaser cannot be made to run for his money. If 

this approach as in the present matter is not changed, it will become difficult to keep the Corporate Debtors as a 

going concern. Such amount received as an advance payment for the supply of goods during the CIRP would have 

to be treated as CIRP costs….” 
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