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1 Jeevani Limited (“Jeevani”) is a listed public company incorporated in the year 1990 

under the Companies Act, 2013 with its registered office in New Delhi. Its equity shares 

are listed on the Bombay Stock Exchange. Jeevani is one of the leading market 

players in the pharmaceutical manufacturing industry. In addition to holding a 

considerable market share in this sector in India, Jeevani also had a global presence 

with its products being sold in some countries of Asia and Europe and also in United 

States of America and Brazil. In a statement issued by Jeevani in July, 2011 it was 

announced that in an effort to meet the growing global demands of industry standards, 

increasing challenges of the oncoming competition in the market and reaching 

maximum profitability, Jeevani was looking forward to opportunities for expansion in 

the market.  

 

2 Lifeline Limited, (“Lifeline”) is another listed public company registered & incorporated 

under the Companies Act, 2013 having its registered office in Mumbai. Lifeline is a 

popular company in the Indian market as a major producer of food products and is 

known for the quality and variety of food products in India. Lifeline is amongst the few 

Indian companies whose products are traded internationally. Realising the huge 

potential in the pharmaceutical sector and only after establishing itself in the 

abovementioned market, Lifeline decided to foray into the pharmaceutical sector. 

Lifeline approached Jeevani for a possible partnership to venture into this sector. In 

and around November, 2011, both companies initiated negotiations for a possible 

merger. 

 

3 After a lot of deliberations and negotiations, both companies on 27th January 2012 

decided to merge. It was decided that Jeevani would completely merge into Lifeline 

and all assets and liabilities of Jeevani would be transferred to Lifeline. A scheme of 

arrangement, for Jeevani, (the “Scheme”) was prepared keeping this in mind. It was 

also decided that the three promoters of Jeevani (the “Promoters”) who are also 

majority shareholders in the company would sell their entire promoter shareholding 

i.e.18% of their stake in Jeevani to Lifeline. However this sale of stake was affected 

vide a separate sale agreement entered into on 23rd March 2012 between Lifeline and 

the Promoters. This agreement, inter alia, contained specific representations as 

regards disclosure of information, by either of the parties, which may be vital to the 
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transaction which the parties were entering into.  It was also specifically provided in this 

agreement that all intangible properties including the active R & D and IPRs of Jeevani 

would become the property of Lifeline and all rights accruing from it would vest with 

Lifeline.   

 

4 The Scheme was finalized on 5th March 2012 and immediately thereafter the Scheme 

was filed before the Bombay Stock exchange for its approval. However, the Bombay 

Stock Exchange did not provide its approval. 

 

5 On 30th March 2012, Jeevani and Lifeline filed an application under Section 391 of the 

Companies Act, 1956 (the “Companies Act”) for initiating the process of approval of 

the Scheme by the Hon’ble Delhi High Court. The Hon’ble Company Judge in 

accordance with the mandate of Chapter V of the Companies Act ordered for a 

meeting of the creditors to be convened. Jeevani issued a notice of meeting to its 

creditors by publishing an advertisement in a local English language newspaper and 

local language newspaper containing the terms of the proposal and explaining its 

effect. A meeting of the creditors to whom notice was sent, was accordingly held and 

resolutions supporting the Scheme were passed by a vote of majority. Thereafter the 

Scheme was also approved by the Hon’ble Delhi High Court on 5th July 2013. All other 

relevant approvals were taken by Jeevani. Around the same time, Lifeline had 

separately approached the Bombay High Court under the relevant provisions of the 

Companies Act for approval of its scheme of arrangement. Same was approved by the 

Bombay High Court and has not been challenged.   

 

6 Prior to the public announcement being made by Jeevani, certain creditors of Jeevani, 

mainly foreign banks (“foreign lenders”) had jointly, invoked arbitration proceedings 

before a foreign arbitral tribunal constituted in Hong Kong, against Jeevani. The 

arbitration was initiated for payments to be made under a consortium agreement 

providing financial assistance to Jeevani, entered into between the foreign lenders and 

Jeevani. On 27th July 2010 a foreign arbitral award was passed in favour of the foreign 

lenders against Jeevani. Under the foreign arbitral award Jeevani was to pay to the 
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foreign lenders the amounts as stated in the arbitral award. Till date no proceeding for 

enforcement of this foreign award has been filed by the foreign lenders. 

 

7 In early August 2013 the foreign lenders of Jeevani made an application before the 

Hon’ble Company Judge for recall of order dated 5th July 2013 passed by the Hon’ble 

Company Judge of the Delhi High Court approving the Scheme.  The foreign lenders 

contended that they had not received notice of the Scheme and were not able to attend 

the meeting of creditors. The foreign lenders, further contended that they constituted a 

separate class of creditors and in view of the fact that there was no meeting convened 

for them, the Scheme should be set aside. The Company however contended that the 

foreign lenders are not creditors of the Company and no notice was required to be sent 

to them and the fact that whether they even constitute a class of creditors is disputed. 

The Hon’ble Company Judge however dismissed application filed by the foreign 

lenders and refused to set aside the Scheme. Against this order the foreign lenders 

went in appeal to the Division Bench of the Delhi High Court, which also after due 

consideration of facts dismissed the appeal of the foreign lenders. This order is now 

under challenge before the Supreme Court of India and is pending arguments.  

 

8 After the merger, the newly merged Lifeline continued with the operations of the 

erstwhile Jeevani, which included its operations of supplying generic drugs to the 

United States of America. However soon after, Lifeline received notices from the US 

Food and Drug Administration (the “FDA”) for providing drugs of below par quality and 

in violation of the requisite production parameters set out by the FDA. On further 

scrutiny by Lifeline, it was unearthed that the investigation by FDA on drugs produced 

by Jeevani at its plants in India was commenced much before the merger of Jeevani 

and Lifeline took place. Lifeline filed a suit against the Promoters  before the Delhi High 

Court for damages arising out of breach of the contract dated 23rd March 2013 , for 

compensation for wrongful gain and unjust enrichment of Promoters by way of 

defrauding and misrepresenting to a bonafide purchaser i.e. Lifeline. Lifeline also 

alleged that the fact of the pending investigations was concealed by the Promoters with 

malafide intention to ensure that they get an inflated price for their shares. The 

Promoters contended that the Delhi High Court has no jurisdiction as the agreement 

dated 23rd March 2013 between the parties had an arbitration clause and any dispute 
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arising between them should be referred to arbitration. However, Lifeline contended 

that there is no arbitration clause in the agreement.   

 

9 The extract of relevant clause from the Share Sale Agreement as relied upon by the 

Promoters  are stated below:- 

1. Governing Law 

1.1. This Agreement shall be interpreted and construed in accordance with the 

laws of India. 

2. Dispute Resolution  

2.1. Decision of an empowered committee comprising of (three) executive level 

personnel of the Company shall be final, binding and conclusive on parties to 

this Agreement upon all questions and issues relating to the meaning, scope, 

instructions, claims, right or matters of interpretation of and under this 

Agreement.  

2.2. The parties shall endeavor to amicably resolve the above mentioned issues. 

3. Jurisdiction 

3.1. All disputes touching upon the subject matter of the agreement shall be 

subject to the jurisdiction of Delhi courts.” 

 

10 The Hon’ble Single Judge of the Delhi High Court held that the above clause could not 

be regarded as an arbitration clause and therefore held that the Court had jurisdiction 

to look into the issues involved and kept the matter for completion of pleadings and 

arguments on a later date. This Order of the Single Judge was challenged in appeal by 

the Promoters to the Division Bench of the Delhi High Court. The Division Bench held 

that the Single Judge had erred in its decision and that the clause constitutes an 

arbitration clause and accordingly referred the disputes to be decided by the 

Empowered Group in terms of the agreement. Aggrieved by this Order of the Division 

Bench of the Delhi High Court, Lifeline has approached the Supreme Court of India 

and the matter is pending for arguments. 
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11 In the meanwhile, and soon after the merger, Lifeline to increase its profitability, 

decided to introduce a new life saving drug by the name of “Novel” into the market. 

This new drug was manufactured after further developing the active R & D which 

became the property of Lifeline after its merger with Jeevani. The new drug Novel was 

eagerly awaited in the market as it was published to be considerably cheaper then 

other life saving drugs in the market, including the drug “Inventive” presently being the 

premier drug available in the market. The drug “Inventive” was being manufactured and 

sold by Swasth Life Limited (“Swasth”), a sister concern of the Promoters, of the 

erstwhile Jeevani. Swasth had sometime in the year 2010 got assigned absolute rights 

to a few of the developed and completed R & D projects and IPRs of Jeevani.  Before 

Lifeline could launch drug ‘Novel’, Swasth filed a suit for infringement of its IPRs in the 

Delhi High Court alleging that the new drug ‘Novel’ was substantially similar to its drug 

“Inventive” and was based on certain IPRs which have been assigned to Swasth. 

Based on its arguments, Swasth was able to obtain an interim injunction against 

Lifeline who was restrained from launching the new drug ‘Novel’ until further orders of 

the Court. In the meanwhile, Swasth launched a similar cost effective drug in the 

market, cornering a large chunk of the market, after which it withdrew the case against 

Lifeline and the interim injunction was vacated. 

 

12 Based on the above Lifeline filed an application before the Competition Commission of 

India (the “CCI”) alleging that Swasth was abusing its dominant position by indulging in 

bad faith litigation. The CCI based on the allegations made by Lifeline was of the prima 

facie view that Swasth may have abused its dominance and passed an Order directing 

the DG CCI to investigate on the information provided by Lifeline and submit its report 

within 45 days. The report of the DG is still awaited. 

 

13 Swasth being aggrieved by the Order of the CCI filed a writ petition making Lifeline and 

the CCI a party in the Delhi High Court. Swasth submitted that CCI’s Order for directing 

investigation was bad in law as Swasth in its endeavor to protect its IPRs cannot be 

held, even prima facie, to be abusing its dominance. Upon hearing the arguments of 

Swasth, Lifeline and the CCI, the Delhi High Court held that CCI has made prima facie 

finding, and has only directed for an investigation on the allegations made against 

Swasth. As such no adverse effect is caused to Swasth and therefore it found no 
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reason to interfere with the investigation of the DG CCI and dismissed the writ petition 

filed by Swasth. On appeal, the Division Bench also did not find any reason to interfere 

with the order of Hon’ble Single Judge and accordingly Lifeline has come before the 

Supreme Court against the order of the Division Bench. 

 

14 Given the fact that these litigations involve the same parties and disputes arise out of 

the same transactions and also on the request of the Counsel’s appearing in the 

matter, the Supreme Court exercising its inherent powers has tagged the matters 

together for hearing. 

  

Notes for the Participants  

1 Teams are requested to frame atleast three issues. 

  

2 For the purposes of this moot proposition the position of law as on the date of release 

of this moot proposition shall be applicable; 

 

3 For the purposes of this moot proposition no local or state laws apply to the present 

case; and  

 

4 All names and references to a person, entity or trade names used in the proposition 

are fictitious and any resemblance to any existing persons, entities or trade names is 

purely coincidental and unintentional.  

 


