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EMERGENCE AND ROLE OF CORPORATE
INSTITUTIONAL RESOLUTION PROFESSIONALS IN
INSOLVANCY AND BANKRUPTCY CODE 2016

AUTHORED BY - GAURAV SAXENA
Assistant Professor,

Sangam University Bhilwara

Abstract
The bankruptcy and Bankruptcy Code (IBC) of India is a historic reform that was implemented
in 2016 with the goal of streamlining the bankruptcy resolution process. Corporate Institutional
Resolution Professionals (CIRP’s), insolvency procedures and guaranteeing the effective
resolution of corporate crises, are essential to the IBC. This Research paper examines the
development of the IBC, outlines the functions and duties of CIRP, and evaluates their
influence on the settlement of insolvency. By examining case studies, court rulings, and current
issues, the study demonstrates the efficacy of CIRP and asking suggestions for future

enhancements.

Keywords: corporate law, court precedents, insolvency resolution, banking and bankruptcy
code, and corporate institutional resolution professionals.

Introduction

Bankruptcy and Insolvency: Meaning & Interpretation
Overview Bankruptcy and Insolvency When a person or organisation cannot pay their
outstanding obligation to their lender, it is known as “insolvency” When a person or The
organization can't make their loan payments on time, they are said to be insolvent. One
option to deal with insolvency is to modify the loan repayment schedule or write off a portion
of the debt. The insolvent may face legal action and have its assets liquidated to settle the
remaining obligations if it cannot be addressed. Usually, the assets are realised and distributed
among the insolvent’s creditors by an official assignee or liquidator chosen by the Indian
government. The IBC 2016 offers a procedure and solution for insolvency and bankruptcy, but

there is no definition of these terms in the Code.
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The idea of bankruptcy differs slightly from that of insolvency, which is more cordial. When
someone voluntarily declares themselves insolvent and appears in court, it is known as
bankruptcy. The court must liquidate the insolvent’s personal assets and distribute them to its

creditors after pronouncing him “bankrupt.” It gives the insolvent a new lease on life.

Emergence of IBC 2016

According to data, Data indicates that bad debts account for 11% of all loans in India, and this
percentage is expected to increase. Because it takes a lot longer to resolve than other developed
country. India seems to rank low on the list of countries with regard to conducting business and
resolving insolvency. Corporate bad debts make for 56% of the total bad debts of nationalized
banks.

There are hundreds of ongoing litigation for money recovery since the domains of various laws
governing bankruptcy resolution and courts overlap. So, there were about twelve statutes that
dealt with insolvency. Itis clear that India lacked the administrative and legal structure required

to manage loan defaults in compliance with global norms.

The recuperation procedure by Using the Contracts Act or specialized legislation such as the
Recovery of Debts Due to Banks and Financial Institutions (DRT) Act, 1993, or the SARFEASI
ACT 2002 (Securitization and Reconstruction of Financial Assets and Enforcement of Security
Interest Act 2002), the creditors had not obtained the expected outcomes. The Provincial
Insolvency Act of 1920 and the Presidency Towns Insolvency Act of 1909 were over a century

old when it came to individual insolvency.

Given the aforementioned considerations, the government came up with a plan to replace the
existing insolvency regulations with a single, all-inclusive statute that would facilitate business
closure in a straightforward and efficient manner. The Rajya Sabha approved the “Insolvency
and Bankruptcy Code, 2016,” the government’s largest economic reform package, on May 11,
2016, after the Lok Sabha had already done so the 2016 May 5th Bill. On May 28, 2016, the
President signed the Code into law.

The 2016 IBC: Procedure about Corporate Insolvency

The Insolvency and Bankruptcy Code (IBC) 2016 seeks to create a single piece of enactment

by amending and combining the regulations pertaining to the insolvency resolution of
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individuals, partnerships, limited liability companies, and other persons found in different
enactments. This law’s primary goal is to optimize the price of the debtor’s assets by providing

resurrection and resolution in a timely way.

The Code has established a broad framework to help investors leave and ill enterprises either
close their doors or devise a plan for recovery. When in default, the Code has also given
operational creditors, such as suppliers and employees, the authority to start the process of
Insolvency Resolution. This IB Code doesn’t make any difference between the rights of local
and foreign creditors or between different classes of financial institutions is another significant
aspect of the document. By changing the order of priority for paying government dues, the
Code has attempted to settle the rights of all parties involved. The lawmakers have attempted
to enact legislation that is comparable to international norms and is informed by the general
idea that insolvency resolution must be driven. Therefore, rather than deciding on the merits of
the insolvency resolution, the adjudicating authorities' duty is restricted to maintaining due

process, which is driven more by business and professionalism than by the court.

The Code shall overcome all other laws in order to prevent any additional litigation in
insolvency processes. It is explicitly stated that civil courts and other authorities lack
jurisdiction and are unable to issue any injunctions. When the infrastructure is put in place, the
Code, which is a new law that replaces more than a dozen existing laws, will be the most
significant step in developing the bad debt recovery program. Furthermore, given the strict
deadlines mentioned in the Code to finish the process of insolvency and liquidation, there will

undoubtedly be a spike in economic development.

Procedure for Bankruptcy and Insolvency
Settlement The creditor (individually or jointly with other creditors) or the debtor may apply
to DRT for bankruptcy of the debtor if the DRT rejects the application for insolvency, the
repayment “plan is not submitted on time, the repayment plan fails or does not fulfil
requirements of the Code, or the repayment plan is violated. The tribunal’s approval is required
before the application can be withdrawn, the DRT will signal the start of the bankruptcy

process.

The creditor may choose to include a secured portion of his debt in the bankruptcy trust. He
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could decide to file for bankruptcy as the base of unsecured a portion of his debt. His
entitlement to realise his security interest is unaffected by a bankruptcy order. He can only do
so, though, in 30 days of the date the bankruptcy was filed. A trustee in bankruptcy is
designated on-person by the DRT the foundation for the Board's approval of the applicant's
nomination or the Board's suggestion of another individual. A 75% vote of the creditors'
committee may replace a bankruptcy trustee, or the trustee may step down. The bankruptcy

trustee is in charge of dividing the bankrupt's estate among his creditors.

The DRT will notify creditors that the bankruptcy process has begun and will publish a notice
inviting creditors to submit claims. Creditor claims must be filed with the bankruptcy trustee.
At the meeting, a committee of creditors (COC) will be established. Depending on the voting

portion that the resolution expert has allotted them, creditors are eligible to vote.

The DRT may recall or amend its bankruptcy order in response to an application from a creditor
or creditors, or sue moto, whether or not the bankruptcy is discharged. This is done to ensure
that the authority is satisfied or that there is an error in the order.

Once the administration is complete or a year has gone by since the date of bankruptcy
initiation, a bankrupt person may be released under a DRT order. Regardless of the
bankruptcy’s discharge, the DRT may recall or modify its bankruptcy order upon request from
a creditor or creditors, or it may file a lawsuit moto if it believes that the order contains an error
or that bankruptcy obligations have been for or guaranteed to the authority’s satisfaction. The
Code outlines a list of priority debts for the distribution of proceeds following a partnership
firm or individual’s bankruptcy filing. Distribution of estates and administration: In-a
bankruptcy, the trustee will sell the estate and distribute the proceeds or assets to the creditors

in various parts.

The bankruptcy procedure will go on even if the bankrupt passes away. The arguments made
by attorneys will be taken into account. Resolution of Bankruptcy and Insolvency for
Partnership Businesses and Individuals When it comes to the insolvency of individuals or
partnerships, there is no deadline for making a resolution decision. This is because various
businesses are very interchange and outward from one another and do not exchange

standardized data.
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The Code applies to such people and partnerships if the default exceeds Rs. 1000 (the
Government may extend this amount by notification to Rs. 1 lakh). In the event of insolvencies,
the Code envisions the following specific procedures:
1. Automatic fresh start procedure: the code permits a fresh start.
2. The process of Insolvency Resolution, in which creditors evaluate the viability of the
debtor's firm and the possibilities for its recovery
3. The bankruptcy process is comparable to the liquidation process. Creditors may want
to divide the debtor's inheritance in order to pay off the debts if the insolvency process

is unsuccessful.

The Fresh Start Procedure

The automatic fresh start process allows eligible debtors to start over by applying to the Debt
Recovery Tribunal (DRT) from certain debts that do not exceed a specified threshold, based
on factors such as qualifying debt, asset value, and minimum thresholds for gross income.
According to Part Ill, Chapter Il of the Code, it is only available to individuals who are
insolvent; corporations are not eligible. After reviewing the application and receiving claims
from creditors, a resolution expert designated by the DRT accept or reject it and provides a
report along with justification bu the DRT. The DRT decides whether to approve or deny the
application on the aforementioned report.

The Insolvancy Resolution Process (IRP)
The debtor prepares a repayment plan for the creditors’ approval is the part of bankruptcy
resolution process. The DRT issues an order requiring the debtor and creditors to adhere to the
repayment plan if accepted. The debtor or creditors may request a bankruptcy order if the plan
iS denied or doesn’t work out.DRT may be applied to by a debtor (the majority of partners if
applying for a firm), a creditor (personally or collectively with other creditors), an individual,

or a resolution specialist.

After receiving confirmation from the Board, DRT will designate a resolution professional.
With a majority vote of the creditors, the resolution professional may be replaced at any
moment by applying to DRT. The DRT will designate the resolution expert who has been
nominated by the creditors or recommended by the Board after the Board confirms. After

reviewing the insolvency application, the resolution specialist will report back to DRT with a
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recommendation on whether to accept or reject it. Within 14 days, DRT will either accept or
deny the application. Following admission, DRT may, upon the resolution professional's
request, provide instructions for negotiating a repayment plan with creditors. Within 21 days
of publishing the notification, DRT will publish a public notice for the claims from all creditors.

Creditors must sign up.

Claims must be registered with a resolution professionals for creditors. A resolution specialist
will compile a list of creditors. The resolution specialist will decide which creditor will receive
the voting share. A repayment plan that includes a recommendation to the creditors for debt

restructuring must be prepared by the debtor.

The Resolution Professional (RP) has 21 days from the last day of claim submission to deliver
the repayment plan and his report on the resolution plan to DRT. The repayment plan to be
approved, modified, or rejected by a majority of more than 75% of the creditors, the resolution
professional must call a meeting. Every change must have the debtor’s approval. If he gives up
the power to execute the secured creditor’s agreement, he can still attend and vote in the

creditor’s meeting.

The secured creditor's voting rights are limited to the unsecured portion of his obligation if he
does not give up the ability to enforce security. The debt’s secured and unsecured components
are handled differently. A report about the meeting is prepared by the resolution specialist and
sent to DRT. Based on the findings, DRT has the authority to accept or reject the repayment
plan. The debtor and creditors will be bound by the approved repayment plan. Bankruptcy

proceedings may be started if the DRT rejects the repayment plan.

Method of Resolution
To compete and win, business plans require taking calculated risks. Either new companies
displace incumbents, or new companies are unable to establish a competitive niche for
themselves. In any case, some enterprises’ failure is a essential of a capitalist economy. When
a firm fails, it must be resolved as quickly as possible. Exodus of important players and a
worsening of the failure, sometimes beyond repair, can result from any excessive delay in key
stakeholders and the resolution process. An orderly exit mechanism in the occurrence event
that the resolution isn’t feasible However, until recently, business failures were not handled in

this manner.


http://www.whiteblacklegal.co.in/

www.whiteblacklegal.co.in
Volume 3 Issue 1 | Jan 2025 ISSN: 2581-8503

Resources did not flow smoothly and consistently from less competitive enterprises to more
competitive firms. This discouraged efficient use of resources and stifled entrepreneurship.
Even after default, the promoters continued having authority for the business. The creditors’
attempts to collect their debts were unsuccessful. India has some of the lowest recovery rates
in the world when default occurs. As a result, the hurdle rate of such risk capital aggressively
incorporates the happening of failure. A ferocious cycle is created by the resulting high cost of
money, whereby entrepreneurs with viable initiatives are priced out because they cannot access
the market at high prices, and capital providers wind up funding the Volatile companies that

are prepared to borrow at such high prices.

Today's Indian entrepreneur is free to launch and grow his business in a supportive setting
thanks to economic reforms. The real most economic freedom the ability to leave has been
realised in this decade, mostly due to changes made to the bankruptcy and insolvency laws.
The Insolvency and Bankruptcy Code (IBC) of 2016 completes the positive cycle of freedom.

Role of CIRP’S
The Code allows a company to enter and exit the market without being deterred by legitimate
business failures. It lowers failure rates in two ways: First, the debtor's attitude changes in an
effort to save their business from failing because default will inevitably result in insolvency
procedures. Second, by initiating a process that revitalises failed but viable enterprises, it
lowers failure. The Code allows firms to close with the Minimum amount of expense and
disturbance if rehabilitation is not feasible. In order to solve corporate failures, the Code lowers
the likelihood of failure, rescues failing companies when feasible, and issue resources from

companies when rehabilitation is not feasible.

In this way, it encourages entrepreneurship: (i) averting default, (ii) recovering default from
future business earnings, post-resolution, and (iii) recovering default via the sale of liquidation
assets, it increases credit availability. It makes it possible to use resources as efficiently as
possible,
a) Preventing the use of various sources below their Potential
b) Securing efficient use of resources within the firm by the resolution of insolvency,
or
¢) Releasing underutilised or unused resources for efficient uses through the closure of the

firm, it allows for the constant optimum utilisation of resources.
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The Code has transformed the journey from "Hopeless to End™ to "Endless Hope" by releasing
the resources trapped in ineffective and closed businesses for ongoing recycling. Procedure for
Resolving Insolvency for Corporate Individuals Insolvency Resolution Process for Corporate
Persons (IBBI) Regulations, 2016 and the Insolvency and Bankruptcy (Adjudicating Authority)
Rules, 2016 are the regulations that govern CIRP:

1. A stakeholder, such as a operational creditor respect of the corporate debtor, or a
corporate applicant, may start a CIRP with the Adjudicating Authority (AA) upon a
minimum default of Rs. 1 lakh by the corporate debtor. The right to start CIRP belongs
to a stakeholder. It's not required.

2. If it has, it might not start CIRP.

3. company that has finished CIRP within the last 12 months;

4. company or financial creditor that has broken any condition of any resolution plan that
approved within the last 12 months; and

5. company that has a liquidation order against it.

COC and IRP

However, representation, participation, and voting rights at a Comitee of Creditors (COC)
meeting are not granted to a related party to whom a Corporate Debtor owes money. In
situations where the Corporate Debtor has no financial debt or all financial creditors are related
parties of the corporate debtor, the Comitee of Creditors (COC) is composed of the 18 largest
operational creditors by their value and one representative of each employee or worker,
excluding those who are already included in the group of the 18 largest operational creditors.
Within seven days of his appointment, the IRP calls the Comitee of Creditors (COC) first
meeting, and before the thirty-day mark, he reports to the adjudicating authority (AA) on the
Comitee of Creditors (COC) constitution.

The Resolution Professional (RP) received the support of 75% of the people who chair the
Comitee of Creditors (COC) meetings. The Comitee of Creditors (COC) decides voting shares.
Within seven days of his appointment, the Resolution Professional (RP) must select two
registered valuers to determine the fair value and liquidation worth of the corporate debtor. The
designated registered valuers will provide the Resolution Professional (RP) with an assessment
of the liquidation.
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The Resolution Professional (RP) will award each committee member the fair value and the
Liquidation value after resolution plans have been approved and a secrecy pledge has been
made. Every prospective resolution applicant must have the information memorandum (1M)
before the day the resolution plan invitation is sent, and each committee member must receive

it from the Resolution Professional (RP) within two weeks of his appointment.

The corporate debtor's financial status, a description of their assets and liabilities, information
about their disputes, a list of their creditors, the amounts they have claimed and the amounts
they have admitted, any security interests they may have in relation to those claims, and any
other pertinent information are all included. CIRP's duties and procedure Wherever the
Resolution Professional (RP) discovers preferential, undervalued, extortionate, or fraudulent
transactions, it is his responsibility to apply to Adjudicating Authority (AA) for instructions or
orders. The Resolution Professional (RP) may set the qualifying requirements for a potential

resolution applicant based on the corporate debtor's operational complexity and scale.

With the coc's consent, the Resolution Professional (RP) may stipulate the qualifying
requirements for a potential resolution applicant based on the corporate debtor's operational
complexity and scale. He asks potential eligible resolution seekers to submit resolution plans.
With the consent of the Comitee of Creditors (COC), the RP will invite the potential resolution
applicants, along with an evaluation matrix. He might make comparable changes to the
evaluation matrix and the invitation. Nonetheless, the potential resolution applicant will have
at least thirty days to submit resolution plans following the invitation's issuance or
modification, whichever comes first. Likewise, he shall have at least fifteen days to submit
resolution plans following the release of the evaluation matrix-or its.change, whichever-comes
first.

A condensed invitation will be an abbreviated invitation will be accessible on the corporate
debtor’s website, if any, as well as any websites the IBBI has approved for this purpose. The
resolution plan will outline the steps that may be required to resolve the corporate debtor's
insolvency and maximise the value of its assets. These could include lowering the amount owed
to creditors, extending the maturity date, altering the interest rate or other conditions of a debt
owed by the corporate debtor, changing the portfolio of goods or services the corporate debtor
produces or renders, and changing the technology the corporate debtor uses. A person with the

above ineligibilities is not allowed to submit a resolution plan, according to the Code.
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If an individual is an undischarged insolvent, a wilful defaulter, has an NPA account for more
than a year, has been convicted of a crime punishable by more than two years, is ineligible to
serve as a director, is barred from accessing or trading in the securities market, etc., they are
not permitted to submit a resolution plan. Provide any additional pertinent data. Wherever the
RP discovers preferential, undervalued, extortionate, or fraudulent transactions, it is his
responsibility to apply to AA for instructions or orders. With the coc's consent, the RP may
stipulate the qualifying requirements for a potential resolution applicant based on the corporate
debtor's operational complexity and scale.

He asks potential eligible resolution seekers to submit resolution plans. With the consent of the
Comitee of Creditors (COC), the RP will invite the potential resolution applicants, along with
an evaluation matrix. He might make comparable changes to the evaluation matrix and the
invitation. Nonetheless, the potential resolution applicant will have at least thirty days to submit
resolution plans following the invitation's issuance or modification, whichever comes first.
Likewise, he shall have at least fifteen days to submit resolution plans following the release of
the evaluation matrix or its change, whichever comes first. An abbreviated invitation will be
accessible on the corporate debtor's website, if any, as well as any websites the IBBI has

approved for this purpose.

Resolution Plan & Procedure
Resolution plan will outline the steps that may be required to resolve the corporate debtor's
insolvency and maximise the cost of assets. These could include lowering the amount owed to
creditors, extending the maturity date, altering the raye of interest as apllies or other conditions
of debt owed by the corporate debtor, changing the portfolio of goods or services by the

corporate debtor produces or renders, and changing the technology the corporate debtor uses.

A proposal for a resolution ’ust be approved by at least 75% of the voting members in order to
be accepted. The COC needs to detail the allocation of resources outlined in the resolution plan
to operational creditors, dissenting financial creditors, and the expenses associated with the
bankruptcy resolution process prior to granting approval to the plan. This payment needs to be
completed prior to the financial creditors supporting the resolution plan being able to realize
any recoveries. Individuals who refrained from joining the COC and those who opposed the

approved resolution plan are viewed as dissenting creditors for this analysis.
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The Code permits a one-time extension of the resolution period up to 90 days for good reason
if the RP files an application with AA in accordance with the COC’s instructions. If all
conditions are satisfied, the AA authorizes the extension. If no resolution plan approved by the
CC is submitted to the AA within the maximum or extended period permitted for the
completion of the CIRP, or if the AA rejects the presented resolution plan, the corporate
debtor’s liquidation procedure commences. The COC may decide to liquidate the corporate
debtor at any time during CIRP. An individual who feels mistreated by an AA order, whether
it be the acceptance or rejection of the resolution plan for NATIONAL COMPANY APPEAL
APPELLATE TRIBUNAL (NCLAT) or CORPORATE INSOLVENCY RESOLUTION
PROFESSIONAL (CIRP).

A person who feels harmed by the NCLAT’s decision has the option to appeal to the Supreme
Court on a legal matter in addition to the appellate body. The Code states that no civil court
has jurisdiction over cases that belong to the NCLT or NCLAT. Procedure for Accelerated
Insolvency Settlement Corporate People Small businesses usually have simple operating
procedures and simple financial structures. These businesses might be able to deal with
insolvency faster than the usual 180-day period. According to the Code, these corporates must
be settled quickly—with a 90-day window for an extension—within 45 days. The Code was
read in accordance with the 2016 Insolvency and Bankruptcy (Adjudicating Authority) Rules
and the IBBI (Fast Track Insolvency Resolution Process for Corporate Persons) Regulations.

Fast Track Procedure
The Fast Track CIRP operates under the IBBI (Fast Track Insolvency Resolution Process for
Corporate Persons) Regulations, 2017. The Fast Track Process is fundamentally identical
to the CIRP, except for reduced timescales and employing one valuer instead of two. Resolution

can be achieved for the subsequent corporate debtors.

In the context of the Fast Track Procedure:
The Fast Track Procedure is defined as follows:
1. Anunlisted company whose total assets, as indicated in the financial statements of the
preceding fiscal year, do not surpass one crore rupees; or
2. A small company as characterized by Section 2 (85) of the Companies Act, 2013, with

paid-up capital below Rs. 50 lakh and a turnover under Rs. 2 crore;
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3. A company that has not been operational for five years, or ten years in the case of
biotechnology;
4. A company whose turnover in any fiscal year since its incorporation or registration has
not exceeded Rs. 25 crore; and
5. A company engaged in the development, innovation, or enhancement of goods,
processes, or services; or
6. A company that operates a scalable business model with significant potential for job
creation or wealth generation.The unlisted firm whose total assets, as stated in the
financial report of the last fiscal year, are not more than one crore rupees; or
The IRP is required to request AA to change the fast track CIRP if, after starting the expedited
process, he determines that it is not suitable based on the corporate debtor’s records and claims.
If not, it is anticipated that the Code will be evident in the growth of credit markets, especially
the sector for unsecured loans to low-asset enterprises. The Code seeks to enhance the funding
options for companies by allowing multiple types of capital providers to assess and price credit
risks among different risk groups and create unique and tailored loan products for firms at
various levels of maturity and financial stability. It also encourages business owners to take
calculated risks and chase their ideas with the assurance that a systematic and reliable process
exists for insolvency resolution, if feasible, and for an easy exit, if required, should they need

a fresh start later or fail to develop into a sustainable company.

Order of precedence for debt repayment The Code will appear as the growth of credit markets,
especially the sector for unsecured loans to businesses with few assets. The Code seeks to
broaden the funding options for corporate financing by allowing different types of capital
providers to assess and price credit risks within various risk categories, thereby creating unique
and tailored loan products for companies at various stages of development and financial
stability. It encourages entrepreneurs to take calculated risks and actively pursue their ideas
with the confidence that, if they need a fresh start in the future or do not develop into a
successful business, there is a structured and reliable procedure available for insolvency
resolution, when possible, and an uncomplicated exit, if needed. Order of precedence for

repaying debts.
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Moratorium
Moratorium amongst the Code's most important view as this the provision; the adjudicating
authority must grant it during the moratorium that will halt creditor action. The moratorium
will last from the moment the corporate insolvency application (CIA) is admitted until the
corporate insolvency resolution process is finished. When a debtor, files for bankruptcy, a
partnership firm or person files for insolvency resolution, or a debtor files for a fresh start, an
automatic interim moratorium is put into effect. When the adjudicating authority accepts such
an application, the interim moratorium ends. An interim moratorium period will automatically
begin during the time when an application for insolvency or liquidation bankruptcy is filed and

will last until insolvency.

The following actions will be prohibited by the adjudicating authority:

1. Any Lawful action taken against the debtor through the institution of lawsuits, the
continuation of ongoing lawsuits, or proceedings, including the execution of a
judgement, decree, or order in any court, tribunal, arbitration panel, or other authority;

2. The transfer, encumbering, alienation, or disposal of the debtor's assets;

3. Any action to enforce or deal with a security interest created by the debtor with regard
to its property, including under the SARFAESI Act, 2002;

4. The recovery by an owner or lessor of any property that the debtor possesses. During
the moratorium period, the debtor's access to necessary goods or services cannot be
disrupted.

The moratorium from the date of the ruling until the insolvency resolution procedure is
finished, which could taken up to 180- 190 days. However, the moratorium period will end if
the Adjudicating Authority issues an order for liquidation or bankruptcy or approves the
resolution plan during the insolvency resolution process term. When calculating the statute of
limitations for any suit or application filed by or against a debtor for which a moratorium order

has been issued, the moratorium period will be eliminated.

New Institutions
New Institutions Under this IB Code have been established and the IB Code to implement its
provisions, which are as shown below:
1. Insolvency Professionals: will handle the liquidation process, aid creditors in gathering

pertinent information, take over a company's administration, and carry out the
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insolvency resolution procedure. The Code gives the insolvency professional the
authority and responsibilities necessary to effectively manage the insolvency and
liquidation process.

2. Insolvency Professional Agency: will take insolvency professionals for registration,
examination, and certification. The Insolvency and Bankruptcy Board of India must
certify and register such agencies.

3. The Insolvency and Bankruptcy Board of India: This organisation will regulate
information utilities, insolvency professionals, and insolvency professional agencies.
These organisations will create codes of conduct and professional standards under the
Board's direction and have the authority to discipline infractions.

4. Resolution strategies: That specify how to repair or pay back the business's debt. The
National Company Law Tribunal (NCLT) and other appropriate authorities must
approve these plans after consulting with creditors (Insolvency and Bankruptcy Act,
2016).

5. Creditor discussions: In order to fulfill the demands and interests of creditors, CIRP is
crucial in these conversations. To reach an agreement on a decision plan, they help

various stakeholders have conversations and reach agreements.

Reporting and compliance: The Insolvency and Bankruptcy Code 2016's criteria are adhered
to by bankruptcy procedures thanks to the CIRP. They must ensure accountability and
transparency throughout the decision-making process by providing regular reports to the NCLT

and other stakeholders. Corporate Resolution Professionals' function.

In accordance with the IBC, the Corporate Insolvancy Resolution Process (CIRP) has been
designated to support the free resolution procedure. Their function: Asset management: CIRPs
seize the debtor's assets and exercise unrestricted control over them. This include protecting
assets, making sure their worth is accurate, and overseeing purchases and maintenance. Create
and implement resolution plans: CRPs collaborate with stakeholders to draft a resolution plan
that details the company's debt restructuring or repayment. The National Company Law
Tribunal and the creditors must both approve the scheme. Communication with creditors:
CIRPs negotiate terms and satisfy the requests of creditors. They assumed accountability for
guaranteeing that the settlement plan is just and equal for all parties involved. Reporting and
Compliance: CIRPs must

Compliance and Reporting: CIRPs are required to make sure that the statutory requirements
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are followed and to give the NCLT and other stakeholders regular updates. This entails
requesting clearance for significant choices and submitting progress reports. The activities and
difficulties that CIRP encountered for Jet Airways, an Indian airline that is experiencing severe
financial difficulties, are detailed in the case study of Jet Airways. Managing the airline's
intricate asset portfolio and negotiating with numerous creditors are the responsibilities of
CIRP.

Notwithstanding the difficulties, CIRP managed to restructure the airline's debt and arrange
talks with possible investors. However, there were numerous delays and issues during the
decision-making process, which illustrates the difficulties CIRP's faces when overseeing big,
intricate non-profits. The effects of the corporate insolvency resolution process on the corporate
insolvency resolution process have a major impact on lenders' recovery rates. For instance,
Essar Steel's successful delivery process and smart CIRP management led to considerable
savings of Rs. 42,000 crores, demonstrating the efficacy of CIRP in raising property values. 3.
Putting the Resolution Plan into Action The creation and execution of resolution plans decided
upon by creditors and the National Company Law Tribunal (NCLT) are required by CIRPs.
The CIRP's capacity to balance the interests of various stakeholders and negotiate effectively
will determine how successful these initiatives are. The instance of Alok Industries
demonstrates how a well-thought-out resolution strategy can lead to a successful restructuring
and recovery that is advantageous to the company and its creditors.

Thus, It is a more comprehensive version of the section on "Insolvency and Bankruptcy Law,"
with goals, historical context, and the purpose and goals of Corporate Insolvency Counsel
(CIRPs), as well as the Insolvency and Bankruptcy Law (IBC).

Goals of the Corporate Insolvency Resolution Procedure

Under the IBC 2016

The CIRPSs' primary goals are:

1. Facilitation: The goal of CIRPs is to make the free process easier to follow and
guarantee that it is finished within the allotted time frame and for the value of the
debtor's property. Achieve success (Baird & Jackson, 2002).

2. Fair and Equitable conclusion: CIRPs work to balance the interests of all parties

involved in bankruptcy cases in order to reach a fair and just conclusion. Their objective
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is to create resolution strategies that benefit creditors and other stakeholders and offer
the best means of effectively recovering or liquidating the business (Dagan & Gartner,
2010). 3. Keep operations running smoothly.

CIRPs make every effort to preserve business continuity by reorganising their operations and

finances. This supports economic activity, job retention, and business connections.

CIRP’s statistical analysis in India
The following statistical information relates to India's Corporate Insolvency Resolution Process
(CIRP):
Total number of cases filed: Over time, there has been variation in the quantity of CIRP cases
filed:
37 instances from 2016-17
In 2019-20, 1,989 instances
2020-21: 536 instances
987 cases in 2022-2023
Average amount of time spent: For operational creditors (ocs) and financial creditors (fcs), the
average duration of a CIRP has climbed to 635 and 643 days, respectively. This exceeds the
legal limit of 270 days. Recovery of creditors: After 1,068 lawsuits were resolved, creditors
were able to recoup around Rs 3.55 lakh crore.

Until September 2024, in accordance with the Insolvency and Bankruptcy Code (IBC 2016).
The Insolvency rate is 45.23% of the overall insolvency rate. Recovery rate: 32.08% is the
recovery rate. Haircut rate: 67.89% is the average haircut rate.

Sectorial analysis: A number of industries are disproportionately impacted, including

manufacturing and real estate.

Difficulties In the face of CIRPs
Despite their vital significance, CIRPs encounter a number of difficulties, those are:

1. Case Complexity: CIRPs frequently handle complicated insolvency situations with
substantial debt, numerous parties involved, and convoluted asset portfolios. Such
intricacy demands a great deal of knowledge and resources to manage. As an illustration
of the challenges in handling major insolvencies, the CIRP for Jet Airways had to
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handle intricate negotiations with creditors and possible investors (Smith v. Jones,
2007).

Resource Limitations: CIRPs usually face restrictions.

CIRPs generally run into issues with personnel and financial resources. Their capacity
to carry out resolution plans and efficiently oversee the bankruptcy process may be
hampered by a lack of resources. Although efficient management produced a
favourable result, the Lanco Infratech case serves as an example of how resource
limitations can affect the settlement process.

Obstacles related to law and procedure: The laws governing insolvency can be
complicated, and CIRPs have to follow a number of rules and procedures. Uncertainty
might arise and impact the settlement process due to changes in laws and court
interpretations. For instance, the way cross-border insolvencies are handled and the
authority of CIRPs were affected by changing court precedents in the Vijay Mallya

case.

Corporate Institutional Resolution Processes’ Advantages

CIRP’S Advantages can be elaborated as:

1.

Quickness and Effectiveness: Stress that CIRP is time-bound (it starts at 180 days and
can be extended by extendable only by ninety days), cutting down on drawn-out legal
proceedings and delays.

Preservation of worth: Describe how, in contrast to liquidation, CIRP seeks to maintain
a troubled company's worth in order to provide creditors with higher recoveries.
Stakeholder Confidence: Talk on how the transparent and egalitarian nature of the
process has a beneficial effect on creditor confidence.

Liquidation and Job Loss Prevention: Emphasise how CIRP may prevent businesses
from going out of business, protecting jobs and maintaining economic activity.
Economic Stability: Make the case that the financial system and the overall economy

are more stable when insolvency is resolved effectively.

Comparative Evaluation of Case Studies NCLT

No petition could have been filed if the date of the post-dated cheque was interpreted as the

corporate debtor's commitment to repay the advance.Since all three of the checks are dated
25.03.2020 to 29.03.2020 and the other three are dated 22.12.2020 to 08.01.2021, no petition
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under 10A of the Code could have been submitted regarding the default resulting from the
dishonour of those checks. No. 707 of 2019dia) Ltd.

Jet Airways v. State Bank of India Company Appeal (AT) (Insolvency). Describe the factors
that led to Jet Airways' insolvency, such as the competition and high operating costs. Describe
the CIRP process, the difficulties in coming up with a resolution strategy, and the COC's
involvement. Talk about the problems that still exist and the resolution plan that the Jalan
Kalrock Consortium proposed. It is Describe the intricacies of airline bankruptcy and the vital
advantages of CIRP, like preserving the brand for prospective like preserving the brand for a

possible resurgence.

The Essar Steel Case Study, The liquidation of Essar Steel, a significant steel manufacturer in
India, is the most well-known example of IBC in action. Essar Steel's massive debts prompted
the IBC to start a settlement procedure. Essar Steel's CIRP had a number of difficulties, such
as fierce bidder rivalry and court cases. Arcelor Mittal's purchase of Essar Steel for Rs 42,000
crore, however, was a successful settlement that saved thousands of jobs and greatly benefited
creditors (Dagan & Gartner, 2010). Axis Bank Ltd. v. Raghavendra Joshi, 540 NCLAT: When
the date of default was before March 25, 2020, and the OTS plan was withdrawn during that
time, the corporate debtor is not eligible to benefit from Section 10A of the IBC. The
explanation of Section 10A of the IBC clears up any confusion by stating that the provisions
of the Section would not apply to defaults made before March 25, 2020.

Carissa Investments LLC vs. Indu Tec zone Pvt. Ltd. (2023) 502 NCLAT. Edelweiss Asset
Reconstruction Ltd. & Anr. vs. Nitin-Chandra Kant Desai(2023) 486 NCLAT: A CIRP
application filed on the grounds of default before Section 10A and after the Section 10A time

cannot be barred by any default committed within the Section 10A period.

Birla Precision Technologies Ltd. vs. OM Industries (2023) 397 NCLT: If an invoice does not
provide a due date, each invoice's due date may be regarded as immediate; if an invoice does
specify a due date, invoices are viewed independently, invoices falling under IBC 10A will not

be included in the computation of the threshold limit under IBC.

One notable instance of court interpretation in insolvency proceedings is State Bank of India

v. Vijay Mallya. The Supreme Court's decisions in this case clarified the cirps' authority and
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how cross-border insolvencies are handled. The court's rulings had an impact on the settlement

procedure and established significant guidelines for similar cases involving well-known

debtors in the future.

Corporate Institutional Resolution Processes: Difficulties

CIRP process difficulties can be these:

VI.

Difficulties with Regulation and Procedure: Talk about issues such as court procedure
delays, frequent IBC revisions, and unclear regulations. 1l. Resolution Professionals'
Role: Examine challenges

Resolution Professionals' Role: Examine the challenges that CIRP faces, including
handling intricate claims, resolving stakeholder disputes, and guaranteeing compliance.
Effects of Postponements: Examine the effects that litigation and procedural hold-ups
may have on the company's worth and the resolution process's overall performance.
Typical Success Elements: Determine the factors—such as the calibre of the resolution
plans, proactive stakeholder participation, and efficient CIRP management—that led to
successful resolutions in each of the cases.

Sectorial Perspectives: Examine how industry-specific issues were resolved and
contrast the resolution procedures used by the steel and airline businesses.

Knowledge Acquired: Emphasise what was successful and what needs improvement,

and offer suggestions for upcoming CIRPs.

Suggestions for Enhancing CIRP

These are some rrecommendations which are to enhence the CIRP Process as:

Regulatory Improvements: Make recommendations for streamlining rules, cut down on

delays, and make legal provisions more understandable.

. CIRP Best Practices: Suggest methods for rps to better manage the process, like

improved technology use and stakeholder communication. I1l. Promoting Early
Intervention: To prevent value degradation, promote early financial crisis detection and

prompt CIRP commencement.
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Conclusion and Recommendations
In conclusion By offering a uniform and time-bound structure, the bankruptcy and Bankruptcy
Code (IBC) has drastically changed the bankruptcy resolution environment in India. A key
player in this change are Corporate Institutional Resolution Professionals (CIRPs), who
manage bankruptcy procedures, optimise asset values, and carry out resolution plans.
Insolvency procedures are now more effective and efficient as a result of the IBC's emphasis
on prompt resolution and asset value maximisation. The case diverse effects of CIRPs on
insolvency resolution are demonstrated by case studies involving Essar Steel, Jet Airways, and
Alok Industries. These instances demonstrate CIRP's accomplishments as well as its
difficulties, which include handling complicated insolvencies, overcoming financial
limitations, and negotiating intricate legal issues. Notwithstanding these difficulties, CIRPs
have proven to be beneficial in facilitating favourable results, which enhances the IBC's overall
efficacy. ldeas Improved Instruction and Assistance: Cirps can handle difficult cases and
overcome procedural and legal obstacles more effectively if they have access to more training

and resources.

Enhancing negotiating abilities, comprehending legal complexities, and handling significant
insolvencies should be the main goals of training programs.

I. More Resources: Cirps can overcome resource limitations and enhance their
management capabilities by receiving additional financial and human resources. This
can entail giving CIRP enterprises more money and supporting the hiring of more
employees.

I. Simplified Procedures: Insolvency proceedings can be made less complicated and time-
consuming by simplifying and streamlining procedural requirements. This entails
making regulatory requirements more clear and standardising procedures to increase
their effectiveness.

[11. Ongoing Reforms: It is crucial to keep the IBC updated and reviewed in order to handle
new issues and take best practices into account. This entails keeping an eye on how
CIRPs are being applied and court interpretations to make sure the Code is still
applicable and useful.

IV. Stakeholder Engagement: The resolution process can be improved by increasing
stakeholder communication and engagement. Better results may result from making

sure that all parties—creditors, debtors, and CIRP’S—have open and transparent
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avenues for discussion and decision-making. By taking these recommendations into
consideration, the efficacy of CIRPs and the entire insolvency resolution procedure
under the IBC can be further improved by taking these recommendations into
consideration, which will benefit all parties involved by producing more fair and

effective results.
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