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PREFACE

The Insolvency and Bankruptcy Code, 2016 (IBC/Code) signifies a major shift in India’s legal and
economic landscape. Enacted to remedy the shortcomings and fragmentation that plagued the
country’s insolvency and bankruptcy regime, the Code established a comprehensive and unified
framework designed to facilitate timely resolution of distressed entities. Unlike earlier approaches
that focused primarily on recovery, the IBC prioritizes maximizing the value of assets and
maintaining businesses as going concern in alignment with international best practices. This shift
from a debtor-in-possession to a creditor-in-control model introduced strict timelines for each
step of the resolution process, which is crucial for preserving assets. The new framework was
designed to tackle ‘Chakravyuha Challenge’ as emphasized in the Economic Survey of 2015-16
(i.e., the ability to enter but not exit the market) thus, giving them an opportunity to exit
honorably from genuine failed business ventures, thereby promoting ease of doing business and
encouraging entrepreneurship. The Code aims to address financial distress promptly by
mandating that an Insolvency Professional oversees the insolvency process and manages the
operations of the distressed corporate debtor. Simultaneously, a committee of creditors drives
the resolution process and makes all significant decisions, thus, minimizing further value erosion
during the process. The process finally concludes by the judicial approval of the Adjudicating
Authority. Through its design and implementation, the Code seeks to balance the interests of all
stakeholders.

The establishment of the Insolvency and Bankruptcy Board of India (IBBI/ Board) on October
1, 2016, further strengthened the regulatory framework. Although the IBC is still in its early stages,
its impact has already been transformative, marking a significant departure from the shortcomings
of the previous insolvency regime.This is evident from the fact that as of June 2024, a total of 7,813
cases have been admitted, with 5,840 reaching closure. Of these closed cases, 3,293 companies—
accounting for 56% of the closures—were successfully rescued, while 2,547 resulted in
liquidation. Among the rescued companies, 1,192 cases were closed due to appeal, review, or
settlement; 1,096 were withdrawn; and 1,005 concluded with the approval of resolution plans.
Notably, 40% of the cases that ended with resolution plans had previously been with the Board
for Industrial and Financial Reconstruction or were defunct.

While the Code’s immediate advantage lies in enhancing the recovery process, its broader and
more significant impact comes from the behavioural change it has induced—particularly the
shift in the relationship between creditors and borrowers. Notably, even before formal admission,
over 28,818 cases having underlying debt of ¥10.22 lakh crore were withdrawn as on March,
2024. When combined with the ¥3.40 lakh crore recovered through resolutions, the IBC has
effectively recouped 313.62 lakh crore into the economy. This shift in behaviour has
fundamentally changed the narrative around non-performing assets (NPAs) or defaults; it is
no longer solely a burden on banks but has become a critical concern for borrowers as well.
As per RBI’s Financial Stability Report, June 2024, the gross-NPA ratio of scheduled commercial
banks fell to multi-year lows of 2.8% in March, 2024. The Code was recognized as an effective
solution to the twin balance sheet problem, where banks were weighed down by NPAs and
corporations were overleveraged and struggling to repay their debts.

The Indian Institute of Management, Ahmedabad conducted a study to review the functioning
of firms that had undergone resolution under the Code. This Report analysed the performance
of the firms both before and after the resolution process and finds that the IBC framework
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has yielded, for the resolved firms (i) increased sales, (ii) increased employee expense which could
be attributed to increased employment generation, (iii) increase in assets, (iv) increased CAPEX, (v)
threefold increase in market valuation of resolved firms, and (vi) significant improvement in liquidity
of these resolved firms.

The IBC has emerged as an unprecedented piece of legislation, fundamentally transforming India’s
insolvency landscape. Its evolution has been marked by ongoing learning and adaptation to
changing economic and market conditions. Research is crucial for advancing the IBC’s goals,
as rigorous data analysis helps uncover new trends and patterns that can guide policymakers in
developing evidence-based policies under the Code. This publication marks the sixth
consecutive annual release of the IBBI’s Annual Publication, coinciding with the completion of
eight years since the Code’s inception. It delves into the intricate dynamics of IBC, examining
the roles and effectiveness of key stakeholders within the framework. It provides an analysis
of the evolving insolvency regime, explores the intersection of taxation and insolvency, evolving
legal obligations under international conventions, examines the treatment of dues payable to
workmen and employees under IBC, highlights the potential of digital transformation tools like
AI and blockchain in streamlining insolvency processes, and the need for a stronger valuation
framework. Through an international lens, one of the articles discusses the legal obligations of
creditors, while others highlight the privacy concerns in data protection, the complexities faced
by homebuyers and explore the possibility of direct dissolution during CIRP.

This publication also features nine research papers which were presented at the IIM Ahmedabad
Annual Research Workshop on Insolvency and Bankruptcy, in March, 2024. The papers explore
the need for tailored solutions to airline insolvencies and questions the relevance of the ‘Gibbs
Rule’ in today’s cross-border insolvency landscape. It examines the intricacies of lifting of
corporate veil in related party transactions and analyses the bank insolvency resolution through
the lens of the UNIDROIT Legislative Guide on Bank Insolvency. Additionally, it explores the
evolving journey of operational creditors, the impact of litigation funding, deciphers the complex
relationship between government dues and security interests under IBC, uncovers the untapped
potential of pre-insolvency resolution procedures and offers a deep dive into the intersection of
Environmental, Social, and Governance (ESG) principles with corporate restructuring, drawing
lessons from global jurisdictions.

The Code’s evolution, marked by numerous unexpected developments, has demonstrated a steady
and forward-moving progress over the years. The key to its continued success lies in its ability
to adapt to and address future challenges effectively. Looking ahead, the aim is to surpass the
achievements of the past, bringing even greater efficiencies and outcomes.

The IBBI extends its sincere thanks to all the authors for generously contributing their valuable
insights and expertise to this publication. We also acknowledge and appreciate the ongoing efforts
of the Research Division in making this publication possible.
(Jayanti Prasad)
Whole Time Member
Insolvency and Bankruptcy Board of India

For full report please see: https://ibbi.gov.in/uploads/whatsnew/2024-10-04-
181657-17py3-8b3sdbecaq577105ca46c15e1508dc2c.pdf
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