“|[ INSOLVENCY AND BANKRUPTCY CODE, 2“15

ABBRIEVATIONS
IBC Insolvency Bankruptcy Code oD Operational Debt
FC Financial Creditor Pvt. Co. Private Company
0C Operational Creditor LLP Limited Liability Partnership
CD Corporate Debtor PSF Partnership Firm
IRP Interim Resolution Professional BOD Board of Directors
RP Resolution Professional MD Managing Director
CIRP Corporate Insolvency Resolution Process KMP Key Managerial Personnel
ICD Insolvency Commencement Date AA Adjudicating Authority
LCD Liquidation Commencement Date IBBI Insolvency Bankruptcy Board of India
FD Financial Debt PG Personal Guarantor
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INTRODUCTION, PREAMBLE & OTHER BASIC ASPECTS

PREAMBLE & FEATURES OF THE CODE

PREAMBLE

(2)

v

Comprehensive Law for all
kind of persons including
corporates, P.S.F., L.L.P.,, &

Individuals

Vv

One Chain Authority
For corporates - NCLT
for others - DRT

Reorganization & Insolvency Resolution
of corporate persons, partnership firms &
individuals in time bound manner for

Withering away of
multiple laws covering

recovery of debts, insolvency

& liquidation process

V

Protects interests of
workmen and employees

Low time resolution for
insolvency
(General - 180 + extension)
(Fast Track - 90 + extension)

V

N

Single window clearance
for both insolvency
resolution & liquidation

Establishment of new
regulatory authority
called
THE INSOLVENCY &
BANKRUPTCY BOARD OF
INDIA (1.B.B.1.)

Chapter 1.2

Establishment of
information utility




- ITHER Bases wiL8.¢, 2015

SHORT TITLE, EXTENT & COMMENCEMENT OF THE CODE APPLICATION

[SECTION 1]

[SECTION 2]

President oT Tl

Vv

Dat {
into force

~

28th May, 2016

] OSth'August,2016]

Partnership F

\ 4 N4
Company incorporated under CA Company governed
2013 (or) any previous company law by Special Acts

\\4

Personal

Act shall ap )
including *State of Jammu

*LATEST AMENDMENT —

Chapter 1.3

[Omitted by the Jammu and Kashmir Reorganisation
(Adaptation of Central Laws) Order, 2020 No.SO1123(E)
dated 18™March, 2020.]

\ 4

to C.D.

Individ

\ 4

personal guarantors

> incorporate

any law




@) D1TO D4

e —
—

inancial
ider
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THE INSOLVENCY AND BANKRUPTCY CODE, CA AMAR SUDHEER CHITTA

2016
D5 TO D9
y \
Person resident Person resident in Creditor Financial Creditor Operational Creditor
outside India India

Same meaning as
assigned in FEMA, _
1999 includes

person other than
n resident in

(&)

v

‘ Debt is ow.

Chapter 1.5

whom

V
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D10 TO D13

v
¥
‘ Whether or no-

duced to al (or)
ent le
aid by the
tor
\
nt

N

.isputed .ecured
\ 2 \ 4 A4 \ 4
isputed atured ecured 4
‘ Quality o-

duced to
e
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D15 TO D16

v \
(or)
(or)

% N\ \% v A

Amount
ised by
of

. finance

(or)
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LSO GIRES UL ONIAN DI DATI NI RIGORRORATHRERS S

CHARGING PROVISIONS & CONNECTED SECTIONS

This part shall apply to Note - 2: (LATEST AMENDMENT) . ‘l’ . V A
matters relating to i vide nc?tification- dagses Corporate Debtor Corporate Debtor Corporate
J | 24.03.2020, in exercise of Debtor (or)
v powers under section 4 of || ’ Finncel
Insolvency & Liquidation I.B.C. 2016 has increased 4 Y
of corporate persons threshold to X 1 Crore from Undergoing C.L.R.P. In respect of whom Vv
existing X 1 Lakh liquidation order Who has violated
v has been made terms of
/ ‘l’ V resolution plan
Condition to Who can
initiate C.LR.P. initiate C.LR.P? e DL
Note - 1: ‘l’ JL
As per proviso to Section 4,
CG. may, by notification Corporate Debtor = Having completed C.I.R.P.
specify the minimum amount || commits a default / 12
: months
th. d}f fallll 1';1 o E ighel V:ﬂue A2 Corporate preceding the
‘%Nl lé shall not be more Gy Operational Financial Debtor date of making
rore Creditor Creditor itself application

Chapter 1.8




THE INSOLVENCY AND BANKRUPTCY CODE,
2016

: Y RESOLUTION PROCESS BY FINAN
GO | TIATIONOFCOBPORATE NSoLvE ResoLomon
Who shall make an Application When Safeguards to Format of
application? to whom? application? other F.Cs Application
v A Vv
] Any other person has occurred "t
F.C. itself y I
on behalf of F.C. respect ofa F.D.
% N owed notonly | _ .
to the applicant NOTE:
Jointly with other F.C.s AA. F.C. but to any TRANSITORY PROVISION
other F.C. of C.D.
7 ¥
v v c-1 C-2 RESULT
Generally * Special Cases LATEST AMENDMENT \l/
Such application is not
Vv N admitted before
. - Mandat t v iointl commencement of [.B.C.
Optional to apply jointly andatory to apply jointly P ndment Act. 2008
Vi
Case 1 Case 2 WV
v :
, i s e Modify the
of F.C. u/s.21(6A)(a) f F.C. being real estate Application application Wil
for C.LR.P. is 30 days as per Case
Vv v \ Vv made under 1 & Case 2
100 creditors of || <« 10% creditors of | | < 100 allotteesof || < 10% allottees of 2se1(0r)  « Failure to modify -
1 . ot - Case 2 application shall be
same class same class proj same projec deemed to be (Contd.)

— withdrawn before
| Whichever is I- | Whichever is i- admission
—

Chapter 1.9




s |

\ 4 receipt .
rd of of application
Default date of admission
A2 of application
Ascertain N4
v existence of V v
fR.P. to defililgwithin -se of se of
actas LR.P. ays admission rejection
L4 V
information
specified by the Board
N2
v
nds of nds of
Admission Rejection
v v
/ (&) (&) \\/4 \\4 (Ol‘) \\ (OI‘) 7
Default has || Application No disciplinary pending Default has Application || Disciplinary pending proceedings
occurred is complete proceedings against proposed R.P. not occurred | isincomplete against proposed R.P.

——

A.A. shall give a notice to t

Chapter 1.10




ﬂBﬂ&%@ﬂWﬁBﬂ@w RESOLUTION BY OPERATIONAL CREDITOR ﬂ@ﬁ@ﬂﬂ@m H
i)

‘ Existence of a disput-

By sending attested copy of record By sending attested copy of record
of e-transfer that O.C. has encashed the cheque

\%
C.D. shall withi

V

A4

Chapter 1.11



Basis of section Format of Application Attachments to Option to propose Grounds of admission

application LR.P. & rejection
Copy of o
FORM - 5 certificate 0.C. initiating C.I.R.P.
from financial may propose a R.P.
- . > ctitutions who shall act as L.R.P.
Section 9 shall operate EOPY ongemang that n(t) _ \4
; ti i < ayment is
after expiry of 10 days 8 ué)ec © “EeBe prg’ceived Particulars Admission | Rejection
from the date of delivery | byO.L.toC.D.

of notice u/s.8 Application complete Yes No

& Affidavit that no Copy of any Delivery of demand notice Yes No

notice is giv-en < record with Payment made No Yes

0.C. does not receive any by C'D'_ relating > LU.thatno Receipt of notice of dispute No Yes

to dispute payment is | T :
) Pending disciplinary proceedings No Yes
received I
(if available) \l’
Note: Before rejection A.A. shall give a notice to the
Any other application to rectify the defect within 7 days
S proof that
File an application before A.A. for theriris:to
initiating C.L.R.P. payme

Note: C.I.R.P. shall commence from the date of admission of application




I e e e o e LT S

\ N4 N4 \ 4
Application by whom? Application to whom? When application can Mode of application Attach.mer.lts e
be made? application

A.A. shall before rejecting an application, give a notice to the
applicant to rectify the defects in his application within 7 days
from the date of receipt of such notice from the A.A.

The C.I.LR.P. shall commence from the date of admission of the

application

Chapter 1.13
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\4

¥

Suspension of initiation
of CIRP (S. 10A)

\

Special provisions of S.11 applicable w.r.t. PPIRP

Disposal of applications U/s 54C and U/s 7, 9 (or)
10 (S. 11A)

The following shall not

) undergoi

bending as or

CIRP for default
during said

aforesaid

v

Chapter 1.14

Shall not apply
to any default

xxxxxxxxxx

before 25t

date of making
application

application
before
considering

14 days of filing U/s 7,9 10

v

7,9, (or) 10 first.

AA shall dispose application U/s




\4

v

¢

shall be

w1th1n 180
days from the date of

admission of application

etion of insolvency resolution process of application admitted
[Section 12] under section 7, 9 (or) 10
[Section 12A]

v

*ondition J qsult J

A4

v

ep1

cted R.P.ata
meeting resolved by vote
of 66% of voting shares

Note - 1: POWER OF A.A.

Upon receipt of application from R.P., A.A. is satisfied that

———————————————————————

v

ep 2

qall file an

application to A.A. to
extend beyond 180 days

v

tion made
applicant
approval
\l 0f 90% voting share
There are AA shall complete the of the committee of
pending entire C.LR.P. mandatorily creditors
legal within 330 days
proceedings
in relation
to such 4

subject matter of case warrants extension

A.A. may extend by further period not exceeding 90 days

Chapter 1.15

Note - 2:

Extension of period of C.L.R.P. -thdrawal of
shall not be granted more than application already

once admitted u/s.7 or 9 or 10




THE INSOLVENCY AND BANKRUPTCY CODE,

2016

v

\ 4 v 7 V
Declaration of moratorium Moratorium Public announcement of Appointment and tenure of
and public announcement [Section 14] corporate insolvency interim resolution professional
[Section 13] resolution process [Section 16]
[Section 15]
( N2 . N4 ) v
A.A. after admission of the (Refer next page) 5|  Date on which Appointment procedure of L.R.P.
application u/s.7 (or) 9 (or) C.ILR.P. shall close |
10 shall by an order - v
) ’ Contents of public | _ \ v
v vV announcement Applicant being Applicant being
) F.C. (or) C.D. 0.C.
Deilar'e Appoint LR.P. Name & address of \
rgors_ orullzl [Section 16] C.D..and Name of_ < ) _ W
[Section 14] alétgorlt.y under wthlézh R.P. proposed \ 3
\” -U- 1S Ihcorporate in Epﬁlication If name of R.P. If name of R.P. was
) shall act as
. r \ was proposed not proposed
Make pu;)llc fmn(il;ncement Last date for . LR.P.
[Sectiondo] submission for claims |~ ) ’ W/ \2
L J R.P. proposed in AA - LBBIl -
Note: The public announcement Details of LR.P. (&) application shall within 10 days of
shall be made immediately penalty for misleading |< act as L.R.P. reference
after appointment of L.R.P. claims recommend name
of LP. - AA.
Note-1: AA. shall appoint LR.P. within 14 days from insolvency

Contd.
commencement date (Contd.)

Note - 2: Term of [.LR.P. shall continue till the date of appointment of R.P. u/s.22.

No pending disciplinary proceedings

Chapter 1.16
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*LATEST AMENDMENT MORATORIUM [SECTION 14]
v
v 4 V4 v
Who shal! order Moratorium on No moratorl'ium on Effective period
declaration of what? following
moratorium?
v
v \ v
A.A. on insolvency U iderati Moratorium is
. G 1 pon consideration * .
commg:t(;emen enerally of LR.P. (or) RP. Special Cases effective till
completion of
N4 . y Ry C.LR.P.
v If any supply of r < )

Any license, permit, registration, quota,
concession, clearance, grant (or) a right
given by C.G., S.G., L.A. (or) Sectoral
regulators under any act shall not be
suspended (or) terminated

goods (or) services
are critical to protect
and preserve the
value of the C.D. and
to manage C.D. as

Transactions
notified by C.G.

going concern " +
\4 ( . o -
_ No suspension (or) termination only if
Surety in a contract of there is no default in payment of current
guarantee to a C.D. dues arising from the use (or)

continuation of the license (or) any right
during moratorium period

V!

Institution of suits (or)
continuation of pending
suits against C.D.

Acquisition of leasehold
properties by owner (or) lessor

which are in possession of C.D.
—

Any action to enforce
security interest under
SARFAESI Act, 2002

Transfer, encumbrance, alienate or
disposal of assets (or) any legal right (or)
beneficial interest on any of its assets

Chapter 1.17
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v

[ From the date of appointment of the L.R.P. ]

d A U U
taining accounts of C.D.
n the instructions of I.R

V V Vv

Act and execute deeds, Authority to access Responsible to comply

available with [.U.

V Vv

any law on behalf of C.D.

behalf of C.D.

Take actions as may be
specified by the Board

Chapter 1.18
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2016

(13) cn"“l TTEE ©F enEanlllls
ISECTION 211

Vv
N A 4 J \
who shall When C.O.C. Composition of Inability in certain Forming C.0.C. in case of
constitute C.0.C. is formed? C.0.C. cases consortium financing
- \ 2 . 4/ 4/ \ 4
LR.P. C.0.C. shall comprise V \ \ \ \L
all F.Cs of C.D. -
L Condition Result C-1 C-2 Result
\ 4
v (&) \
After collation of all Determination of the A (0T IES C.D. owes
claims received financial position of authorlz.ed _ F.Ds to two
against the the corporate debtor, representative is a )
corporate debtor constitute a C.0.C. '

C-1: ThereisaF.C.
_ : ; < Exception to above
C-2: Such F.C. is regulated by financial sector
regulator \1/
C-3: SuchF.C.is arelated party to C.D. Note:
C-4: Such relation has emerged solely on (1) LB.B.I. may specify manner of voting and voting share

account of conversion of debt into equity
shares (or) instruments converted into
equity prior to insolvency commencement

(2) all decisions of C.0.C. shall be taken by a vote of not less than 75% of
voting share of F.Cs

d (3) C.0.C. have right to required financial information from R.P. during basis of F.Ds

&° CLRP owed to ther

Result:.If all conditions are .sa}tisfied, F.C. has a (4) R.P. shall make available any financial information so required by C.O.C. (Contd.)
right to represent, participate (or) vote within 7 days of such request

Chapter 1.19




Dual capacity and
inclusion into C.0.C.

Where a person is
F.C. as well as O.C.

F.C.

Shall be
included into
C.0.C.

v

C.0.C.

0.C.

Shall not be
included into

V

Assignment
of debt

Where O.C.
assigned 0.D.
to F.C.

V

Special circumstances

Where there is
a consortium
financing
providing for
appointment of
single trustee
(or) agent to
act for all F.Cs

Authorize trustee
(or) agent to act on
his behalfin C.0O.C.

Appoint any L.P. not being
R.P. to represent him in
C.0.C.(at his own cost)

Represent himself

in C.0.C.

Chapter 1.20

Exercise right

to vote

Various modes of financial debt and effect on C.O.C.

Then such
trustee shall act
on behalf of such

F.Cs

Remuneration
to A.R. shall be
as per relevant
documentation

to creditors
xceeding suc

The L.R.P. shall make
application to A.A.
along with the list of
F.Cs and name of I.P.
other than [.LR.P. who
shall act as
authorized
representative and
such authorized
representative shall
be appointed prior to

1st meeting of C.O.C.

presented
ardian (o

Then such
guardian (or)
executor shall

actas “A.R.“

Remuneration
shall form part
of Insolvency
process costs

Remuneration to A.R. shall be as
per relevant documentation




cﬂNSUIIDﬂTED PROVISIONS W.R.T: RESOLUTION PR(IFESSWNM.

v
intment of Resolution Profess acement of resolution profess
[Section 22] by committee of creditors
ection
V v
1st meeting of C.0.C. Procedure for Appointment Situations Where COSESSRESIRIED lace R.P.

\4

~ . C.0.C. > AA. - L.BB. ithin 10 d f

T .0.C. » AA. > L.B.B.I. - within ays o

DI reference recommend name of I.P. —» A.A.

7 days of
constitution of :l;
C.0.C.

<+ 66% of No disciplinary
voting share proceedings

Where C.O.C.
resolves to
continue
[.R.P as R.P.

Where C.0.C.
resolves to
replace L.LR.P.

\ 4

of F.C. for pending or else
replacement R.P shall continue

When
appointed?

Who shall
appoint?

.0U.C.-AA -
I.B.B.I. » within
10 days of
reference
recommend
name of L.P. —»

<+« 66% of
voting consent of
share of I.LR.P. and
F.C. communicate
the decision

In the 1st
meeting
of C.0.C.

to C.D. and

Chapter 1.21




V

proval of committee of creditors for certain actio

Note: F.C. may appoint an IL.P.
other than R.P. to represent
in the meeting of C.0.C.

[Section 28]
V%
eetings .all take ggle \

V
ions requiring
al

Members of suspended board
(or) suspended partners
N4 v

Chapter 1.22

Members of COC and 0.C. (or) AR. of O.C. if
Authorized aggregate due is <« 10%

representatives of the debt

Entitlement Disentitlement

Right to attend the meeting | Right to vote

Note: Absence of the above two parties
shall not invalidated nroceedings.

Note - 1: Approval by vote of 66% of voting shares
Note - 2: Actions taken in violation shall be void
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2016
16
RESOLUTION PRoFessionaL ReLATED PROVISIONS
v v
R.P. to conduct C.L.LR.P. Duty of resolution
[Section 23] professional [Section 25]
Vv
¥ \# Take immediate
Tlll When RP Shall If IRP 1S replaced Control Of assets > behalf Of CD
Duty of R.P. ] [
manage the by another R.P. & business with 3rd parties
operations of CD? u/s.22(4) records of C.D.
v v
(or) / i )
Y A Powers of resolution Raeer
Conduct Manage operation professional finance subject Appoint
entire CIRP of C.D. during CIRP to Section 28 5| accountants and
v other
He shall exercise Maintain professionals
powers and perform updated list of  [<
duties as are vested claims
or conferred on the
interim resolution r Y Convene and
professional ~ Prepare .| attend the
NP information - meetings of
After the expiry of the CIRP but Then the L.R.P. shall merlrll;);‘a;;i . LOL
till an order approving the provide all the '
resolution plan under sub- information,
section (1) of section 31 or documents and Invite prospective resolution applicants to
appointing a liquidator under records pertaining to submit resolution plans & present all
section 34 is passed by the A.A. the C.D. to R.P. resolution plans at the meetings of C.0.C.
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17)
Rig d ¢ 0 0 d rep 0 Preparation of information memorandum
0 i [Section 29]
V v v 8 \
SR und.er jich Rights of A.R. Dutyigs aUthOIjlzed Who shall Submission of relevant information
Sections? representative 9
prepare? \l/
Richt to ‘ Represent F.C. in \J/ \1/
Section 21(6) A %‘esent || accordance with RP Submission to whom? Undertaking
P ) prior voting o with R.A.
(or) (&) instructions -
: Right to ] Resolution applicant
Section 21(6A) > 5| Circulate agenda
PGS & minutes to F.C. v
(or) (&)
Shall not act Purpose of .M. v
Section 24(5) Right to vote —> against the \ 4
i V
, AN A Formulatin Protect intellectual
Note-1: Abstain from voting if no instruction luti lg properties of C.D.
is received. File with C.0.C. any e

Note-2: If A.R. represents multiple F.Cs then
he shall act for each of them.

Note-3: If A.R. is as per Sec.21(6A), he shall
cast his vote on behalf of all F.Cs as per the
decision taken by > 51% of voting by F.Cs he
represents.

instructions received
from F.C. w.r.t. voting
and ensuring that
voting instructions
correctly recorded by
L.R.P. (or) R.P.

Chapter 1.24

V

Vv

To comply with provisions
of law relating to
confidentiality and insider
trading

Not to share
relevant
information with
3rd parties
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NJOR¥l: If resolution plan is
submitted before 1.B.C.0. - 2017
and R.A. is ineligible u/s.29A, the
C.0.C. may require R.P. to invite
fresh resolution plan

v v v

Submission of Resolution Plan Requirements of Resolution Plan Miscellaneous
\
, \ ! ¢ RP shall present to C.0.C. for
- - — Note: approval such resolution
By Whom? || To Whom? Of what? Basis Submission  shall  be plans which satisfies the
accompanied by an requirements
v Vv Q/ Vv affidavit Stating that R.A. ¢ COC shall approve by vote of
is eligible u/s.29A not less than 66% of voting
Resol.ution RP. Resolution On the bas.is of share of F.Cs.
P — — N— If RA. is a F.C. then only he
Memorandum .
\E shall have a right to vote.
v \E \E \E ¢ In all cases R.A. has right to
] - _ , attended represent.
Provide for Provide for Provide for Implementation Provide for n - ] q
payment of payment of management of || &supervision of j¢-| payment to F.C. ¢ E %183%0 ul??lnbp anbapproc‘ile
Insolvency debts of 0.C. C.D. after resolution plan who do not AyA :0.C. shall be submitted to
Resolution which shall not approval of vote in favour ol
rocess cost be less than resolution plan of resolution
s g Does not NTW): R.A. shall be allowed by C.0.C. in
v contravene < \ case ineligibility is due to Sec.29A(c) and
In priority to all other debts provisions of Which shall not || shall be allowed a time of 30 days to
v any law be less than make payment of over dues.
v (or) \" amount paid to ISP K]: The aforesaid extension shall not
; .ILR.P.
Amount paid to O.C. in the Amount that would be have been paid F.C.in the Rl . .
event of liquidation u/s.53 to 0.C. as per resolution plan u/s.53(1) event of NRIER: Eligibility criteria u/s.29A as
liquidation amended by [.B.C.0. - 2018 shall apply to
R.A. who has not submitted resolution
Whichever is higher plan as on the date of commencement of
[.B.C.0. - 2018.

Chapter 1.25
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APPROVAL OF RESOLUTION PLaN tsEcTion 311 & APPEAL ISECTION 3]
v
v 2
APPROVAL OF RESOLUTION PLAN [SECTION 31] APPEAL [SECTION 32]
Vv \2
\ — — Grounds of Appeal
Approval and binding Effect of order of Other compliances
effect approval
v | Approved resolution
\l’ > plan is in contravention
v \|/ (&) If, the A.A: approved of any law
Approving Binding Moratorium R.P. shall forward all 1‘_3301‘1'51011 plan
Authority e shall cease records relating to requires appr-oval o Material irregularity in
whom? conduct of C.LR.P. other laws in force > exercise of powers by
L4 and resolution plan \E R.P. during C..LR.P.
to .LB.B.I.
AA. v
e CD sy S Debts owed to O.C.
A bl have not been provided
Pre-requisites (ifnot | | ¢ Employees of C.D.
satisfied - rejection N Mem-bers R , , R.A. shall obtain Insolvency process
of resolution plan) ¢ Creditors of C.D. including C.G., S.G. (or) L.A. approvals within a T ot been
¢ Guarantors to C.D. period of rovided in priority
¢ Other stakeholders of C.D.

\p
\ (&) 2 (or) \2

] . " z . ] Non-compliance
As per year from the date of ap uch perio with any other
Sec.30(2) Approved by C.0.C. u/s.30(4) PR M critoria

Chapter 1.26 Whichever is later




NOTELIGIBLE To Bt ResoLuTion APPLICANTSECTIONFZIL]

y/ N4 A4 \ 4 \ 4 \ 4
1 Z 3 4 5 6 l 7 | n
N —
Un-discharged At the time of Has been convicted for any offence [s prohibited Has executed a
insolvent submission of punishable with imprisonment by SEBI guarantee in favour
resolution plan of a creditor in
v ) h _ respect of C.D.
Willful defaulter (or) Disqualified as a director against which CIRP
as per RBI
N4
(or) (or)

R 2013 is initiated & such
Exception guarantee has been
Shall not apply to connected invoked by the
person under clause iii of creditor and -
explanation 1 remains unpaid in

full (or) part
v

Has been a promoter (or) in the mgt. (or) control of C.D.
in which the following transactions have taken place

£ Gap between date of classification

Classified and date of commencement of CIRP is

as NPA atleasti Ineligibility shall Ineligibility shall

not apply to a not apply to a

Note 1: Exceptions to ineligibility (point 3) - If all overdue amounts along person after person after

with interest relating of resolution plan. expiry of 2 years | expiry of 2 years
Note 2: Another exce from the date of from the date of

release release

Resolution application is a financial entity (+) not a related party to C.D.




BASIcs osmosinATION

v

Initiation of Liquidation
[Section 33]

R.P. during A.A. shall
CIRP but pass an
before order of
confirmation | liquidation
of resolution
plan

Order for
liquidation

Order liquidation shall be sent to the
authority with which C.D. is registered

I[ssue public announcement

Chapter 1.28

Appointment of
iquidator [Section 34

Provided he give a
written consent (may be
replaced)

Any person other than
C.D. whose interests
are prejudicially

Powers & Duties of
iquidator [Section 35

¢ To verify claims of

creditors

Take into his custody
or control all the assets,
property, effects and
actionable claims of the
corporate debtor

To evaluate the assets
and property of the
corporate debtor

To take such measures
to protect and preserve
the assets & properties
of the corporate debtor

To carry on the
business of the
corporate debtor for its
beneficial liquidation
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LIQUIDATION ESTATE ISECTION 36]

v

BASICS

INCLUSIONS & EXCLUSIONS TO THE LIQUIDATION ESTATE

v

Liquidator shall
form L.E. & shall
hold L.E. as a
fiduciary for the
benefit of
creditors

Chapter 1.29

INCLUSIONS

Any assets over which C.D. has ownership rights and
interests

Assets that may or may not be in possession of C.D.
(Example: Encumbered Assets)

Tangible Assets (movable or immovable)

Intangible Assets (IPRs, Insurance Policies,
Securities including shares held in subsidiaries of
C.D., contractual rights, etc.)

Assets subject to the determination of ownership by
the court or authority

Any assets or their value recovered through
proceedings for avoidance of transactions

Any asset of the corporate debtor in respect of which
a secured creditor has relinquished security interest

Any other property belonging to or vested in the C.D.
at the insolvency commencement date.

All proceedings of liquidation as and when they are
realized

EXCLUSIONS

Assets owned by a third party which are in
possession of the corporate debtor, including:

= Assets held in trust for a third party.
= Bailment contracts.

= All sums due to any workman or employee from
the provident fund, the pension fund and the
gratuity fund.

= QOther contractual arrangements which do not
stipulate transfer of title but only use of the assets.

= Such other assets as may be notified by the central
government in consultation with any financial
sector regulator

Assets in security collateral held by financial services
providers and are subject to netting and set-off in
multi-lateral trading or clearing transactions

personal assets of any shareholder or partner of a
corporate debtor as the case may be provided such
assets are not held on account of avoidance
transactions that may be avoided under this Chapter

Assets of any Indian or foreign subsidiary of the
corporate debtor.

any other assets as may be specified by the Board.




a creditor lis
partly a F.C. &

laim, in whole or in par

)peal against the decision
liquidator [Section 42]

v

Record of With supporting documents
L.U. which prove the claim

the section wit !

Chapter 1.30




ADVERSE TRANSAcTIONS & ITS IMPACT

(A)

PREFERENTIAL TRANSACTIONS & RELEVANT TIME [SECTION 43]

v

Persons covered

Inclusion
Transfer of property of C.D. for the benefit of
¢ Creditor (or)
¢ Surety (or) a Guarantor for (or) an account of
antecedent F.D. (or) O.D. (or) other liability owed
by C.D.
Transfer as above which has an effect of putting
such creditor (or) surety (or) guarantor in a
beneficial position than it would have been u/s.53.

y
Application Application
to whom? by whom?
V
[ |
— _/

~

If C.D. has at a relevant time
given a fraudulent preference

During the period of
2 years preceding
the insolvency
commencement date

Note: NEW VALUE

\Z
During the period of
1 years preceding
the insolvency
commencement date

N ——————————————————

means money or its worth in goods, services, or new credit, or release by the transferee
of property previously transferred to such transferee in a transaction that is neither
void nor voidable by the liquidator or the resolution professional under this Code,
including proceeds of such property, but does not include a financial debt or operational

debt substituted for existing financial debt or operational debt.

Chapter 1.31

Exclusions
e Transfer made in ordinary course of business of C.D.
e Any transfer creating security interest in the property of C.D. to
the extent that
¢ Such security interest secures new value and was given at the
time of or after the signing of a security agreement that
contains a description of such property as security interest and
was used by corporate debtor to acquire such property; &
¢ Such transfer was registered with an information utility on or
before thirty days after the corporate debtor receives
possession of such property.

(Contd.)




PROVISIONS RELATING TO UNDERVALUED TRANSACTIONS [SECTION 45 TO SECTION 4-7]

* —“

Vv \

Effect of U.V.
transactions

Where an U.V. transactions has taken place but

Under Section 45

Which transactions are
said to U.V.?

Liquidator (or) R.P. has not reported to A.A.

Liquidator (or)
R.P. shall prove

that
Declare such Reverse the

transactions effect of such
as void transaction

ember / Partner of
ompany may make an application to
AA to reverse the effect & void declare

If AA finds it in existence

application
by
liquidator
(or) R.P.

—~—

(#)

insolvency
commencement : .
dinary course of business commencement date reverse the against liquidator
date effect and R.P.

Chapter 1.32




MISCELLANEOUS TRANSACTIONS

=

4

When section gets
attracted?

T

Where C.D. has entered
into U.V. transaction as
in Section 45 and A.A.
is satisfied that such
transaction was
deliberately entered
for -

(or)

Keepings
assets of C.D.
beyond
reach of any
claimant

To adversely
affect the
interests of
any claimant

Chapter 1.33

Order of AA

When section is
attracted?

S

V

C.D. has been a party to

Power of AA

—

Restore the
position as it is

existed before
such
transactions
has taken place

E.C.T.
(+)
Protect ! :
interests of any It involves receipt of
claimant who FD /0D
are victims to
such i
transaction During 2 pears
preceding to
Insolvency

Upon application by
liquidator / R.P.

commencement date

v

A.A. may pass an order

to -

Avoid such transaction
if terms of such
transaction require
exorbitant payments
to be made by C.D.
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W RFISTHRACHICORPORATE INSOLVENCY RESOLUTIONIPROGE
y \4 \
. Time period for completion of Extension Manner of initiating
i RP [Section Sy FTCIRP [Section 56] only once FTCIRP [Section 57]
v v /\
Situations attracting v A 4 Y
C.LR.P. General Time Limit Procedul.‘e for Application || Application
¥ extension to whom? by whom?
An application for ‘l’ v
FTCIRP'may l’)e made in 90 days from I.C.D. AA
respect of CD’s namely -
\ 4
Vi v Y
Instructed (or) n
4 S1: C.0.C. RP
Small company 75% voting share Creditor CD
u/s.2(85) of
N4
C.A.2013 application
v S RP 5| AA Attachments
To extend beyond, e
Start-up 90 days application
(not being a PSF)
\” S3: Power of AA \l/ ]
Unlisted company with total
assets #» X 1 Cr. as financial . . PI_“OOf o ' o ot.her
If subject matter warrants, it may extend by a existence information as
statements of PFY . )
further period # 45 days of default required by IBBI

Chapter 1.34




CD who has not 1. Company shall notify ROC and IBBI
| committedany | about the resolution within 7 days of
default such resolution.
v 2. Voluntary liquidation proceedings
" " shall be deemed to have commenced
A declaration The declaration Within 4 weeks from date of passing resolution
| from majority of | | shallbe | | ofdeclaration |
directors that accompanied by passa-
Final Procedure
v
y (&) v ,
They hav.e made Th‘? company is not A special requiring requiring Application to AA to pass an order for
ful.l inquiry into being liquidated to company to be liquidated dissolution and it shall be passed
affairs of company defraud any person voluntarily and appoint IP to
and theyhave act as liquidator File dissolution order copy with ROC
formed an opinion within 14 days
that there is no v

debt (or) it will be
able to pay its
debts in full

Vv

V

Audited financial statements for
previous 2 years (or) for period

Chapter 1.35

since inc. (whichever s later)

Valuation report
as assets by a
R.V.

A resolution requiring company to be liquidated
voluntarily as a result of expiry of period of its
duration if any fixed by AOA (or) occurence of

any event which results in dissolution
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4

Secured Creditor in Liquidation
Proceedings [Section 52]

A4

Options available to secured creditor

v
\ \’

v

Distribution of Assets [Section 53]

STEP 1

Insolvency Resolution Process Cost Liquidation Cost

JL

Option - 1 Option - 2

Relinquish security Realize security interest

STEP 2

Work men dues (24 months preceding LCD) |Debts owed to secured creditor(relinquished S.1.)

interest to the L.E. &
receive proceeds u/s.53 \l/

He shall inform liquidator and identify the assets
subjected to security interest

Liquidator shall verify such security interest and permit
to realize only such security interest the existence of

which may be proved by the records of .U. (or) such
other means.

STEP 3

Wages & unpaid dues to employees for a period of 12 months preceding L.C.D.

4L

STEP 4

Financial Debts owed to unsecured creditors

1L

STEP 7

STEP 5

Preference share holders if any

Dues to C.G. (or) S.G. for 2 years preceding Debts owed to secured creditor for any
L.C.D. amount unpaid after enforcing S.I.

JL

g

STEP 8

STEP 6

Equity Share holders (or) partners of C.D.

Any remaining debts & dues

Chapter 1.36
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FATHER MOTHER MOTHER
(28A) BROTHER BROTHER

FATHER MOTHER

SISTER
SON

BROTHER ESON SISTER

DAUGHTER

DAUGHTER

& o = oo

Chapter 1.37




O8] B T T v 70 @

v

Clause (d) & (e)

Company coverage

A Pvt. Company A Public Company

Clause (a)
+

Clause (b)

Individual L.L.P. & P.S.F.
coverage coverage

(or)

Relatives

(or)

=

Holds along with Holds along with
his relatives > Diftttor his relatives >
2% ofits P.U.S.C. 2% ofits P.U.S.C.

Director

Chapter 1.38

(Contd.)



Clause

(0), (8) & (h)

Clause (j), (k) & (1)

Any B.C. which is Direct Control

Indirect Control

H.Co. / S.Co. / A. Co. of CD (or) subs. of H.Co.
to which C.O. is also subs.

Who controls | Inwhom the Who can

Any Person

)
\

Whose partners /
employees

> 20% of C.D. controls control
voting rights > 20% of composition

Whose BOD in C.D. voting rights of

MD (or) Mgr.

On whose
advice

Similar
govering body

Acts on advice, directions
/ instructions of

Acts on advice, directions
/ instructions of

Is accustomed to Act

Chapter 1.39
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IBGINDnipnoNaNCHARTS

PRE-PACKAGED INSOLVENCY RESOLUTION PROCESS IPPIRP]
SECTIONS 54A - 54P

@ cﬂm'ﬂlll'l'i DEBTORS ELIGIBLE FOR PPIRP [SEG.MM

Prior to obtaining approval of FC,

Apgliiiity When application Conditions for Obtain approval of FC, representing
may be made making application <+ 66% in value of FD the CD shall provide FC with
‘CD’ classified When a CD Ay ‘1’ ‘l’
as MSME commits default For initiating PPIRP . .
Declaration Base resolution
in (f) below plan u/s.54K
‘1’ ‘1’ ‘l’ v ‘1’ A4 \

(a) Has not (b) Not (d) Eligible u/s.29A to (e) Duties (f) Majority of () Approval SR copy in Any other
undergone undergoing submit resolution plan of FC Directors / partners (g) below information
PPIRP (or) CIRP 1 of CD have made a \|/

completed declaration \l’ \1/

CIRP
‘1’7 CD (Company) CD (LLP)
The FC of CD, not being related The FC of CD, not ‘l’ ‘l’
During 3 (c) No parties, representing < 10% of | being related parties,
PYs to liquidation value of FD have proposed representing < 66% SR < 3/4t of partners
initiation order passed name of IP to be appointed as in value of FD have \ 4
date RP for conducting PPIRP approved the scheme \1, \1, \1,
— That application for || That PPIRP is That IP has
If CD do not have FC, not being related parties, PPIRP shall be made not to defraud been appointed
then approval shall be given by OC within 90 days any person as RP

Chapter 1.40




Duties of RP before initiation Application to initiate Time limit for completion
of PPIRP (Sec.54B) PPIRP (Section 54C) of PPIRP (Sec.54D)

Decision of AA
AA shall within 14 days

Chapter 1.41




Declaration of Moratorium,

Note 2:
A person (official) shall not be liable, if
information is submitted without his knowledge

List of claims and

Management of affairs

of CD (Sec.54H)

public announcement
during PPIRP (Sec.54E)

The AA shall, on the PPI
commencement date shall -

preliminary information
memorandum (Sec.54G)

Consequences of

During PPIRP BoD / Partners

Duty of CD

Declare
moratorium
under Sec.14(3)

Cause a public
announcement of
initiation of PPIRP

The ‘CD’ shall within 2
days of commencement

As named in
the
application

If no pending
disciplinary
proceedings

Based on the

of PPIRP

recommendation

of IBBI
Submit following

information to RP
If pending

proceedings
exists

Preliminary
information mem.

misstatements in ‘.M.’

Where there is a
omission of material
information (or)
inclusion of
misleading info.

By reason of
which any
person has
sustained a

loss / damage

Note 2
Situation of
officials

Situation of person
incurring loss

Entitled to move a
petition to court to
claim compensation

Shall endeavour
to preserve &
protect the
assets and
manage the
entity as a going
concern

Management of CD
shall vest with
directors / partners
of CD only

Promoters,
members,
Partners,
personnel

Discharge
their
contractual /
statutory
obligations

Note 1: Immediately after
Moratorium shall continue the appointment of
till PPIRP ends RP

Contains information
relevant in
formulating ‘R-Plan’

Promotor / Director partner of CD at the time of submission of list
of claims / information mem. Shall be liable to pay compensation

Chapter 1.42
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).
|

v v v

Committee of Vesting of management Duti :
ties and powers of RP during PPIRP (Sec.54F
Creditors (Sec.541) of ‘CD’ with RP (Sec.54]) b pow g ( )

Time limit to 1st meeting of Application of
constitute COC COoC Sec.21

Confirm list of
'Pi’l' Sec.2

withing@days of except Accessall BOA, Attend the

commencement constituting COC sub-section (1) Inform records membews, BOD,
date shall apply Mai'ntair; updated COC, meetings

creﬂm.“s list of claims
about claims Access the

Composition electfonic

of COC may When Duty of RP? records of CD Appoint
be altered on management When AA shall pass mangggggent of accountants,

the basis of vest with RP? order to vest E— legal & other

updated list RP to apply to management with RP? - Access 1(310A, professionals

of claims and AA Inform COC in ITFC:F R 5
such During®PIRP BN case ofibreach by | availadie wit

: government ]
alteration If AA is ofi@pinion that BoD / Partners ADE—— Collector all

Sl ot information
affect any ) T
past decision If COC resolves Constitute COC g
with 66% voting and eemvene assets, finances

taken . and operations
share to vest the . i ] meetings erat
Affairs of CD are | There is a gross mis- of ‘CD
management of

CD with RP conducted in a management in
fraudulent manner affairs Prepawe “IM”

Monitor

Chapter 1.43
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CORPORATE DEBTORS EuiciBLE FOR PPIRP (SEC.54K]

What COC shall do on
submission of BRP?

Submission of
‘BRP’

Duties of RP Decision of COC upon evaluation

Miscellaneous

The RP shall Points

Give an
opportunity to
CD to revise the

Approve BRP

Invite prospective
resolution

IO The RP shall

resolution

applicants to

formulate a
resolution plan to
compete with BRP

Within 2 days of
commencing
PPIRP

(+)

Present it to

applicants If resolution plan

is better than BRP

If resolution plan is not
considered for approval

BRP prior to its

If it doesn’t approval
impair claims to

operational

creditors

Present to
(o{0]

Resolution plan
may be selected
for approval

It shall compete with
BRP and best will be
selected for approval

For its
evaluation

cocC

If COC doesn’t
approve BRP

If BRP impairs claims
owed by CD to OC

Approval by « 66% of voting shares of COC

Resolution plans
conforming
requirements
U/s.30(2)

Relevant
information
under Sec.29

The basis of
evaluation of

i If approved
resolution plans

Plan will be
implemented

If not approved

Termination of
PPIRP

The COC, shall evaluate the resolution plans presented
by RP and select a resolution plan from amongst them | If resolution plan submitted impairs claims owed by ‘CD’,
the COC may require promoters of CD to dilute their SH /

voting rights
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Approval of resolution Appeal against order
plan (Sec.54L) U/s.54L (Sec.54M)

Situational Special case When appeal may Grounds specified
analysis be preferred? U/s.61(3)

Where AA has passed an order
If AA is satisfied If AA is satisfied U/s.54] (vesting management with
that the resolution that resolution plan _ RP in case of fraud / _
plan as approved by as approved by COC mismanagement) and resolution
COC U/s.54K meets U/s.54K do not plan approved b_y coc U/S_-54K do
requirements meet requirements not reiulft(lzrll)cthange L .
management o 0 a person no
) e 2 beinggpromoter, the AApshall pass Approved . 0.C. are not
an order TS - provided in
in contravention B n
[t shall within 30 AA shall to any law e p
days of receipt of
such resolution
plan’ approve such There has been IllS(_)lvenCy
resolution plan i Declare that PPIRP costs material irregularity resolution process
reRsec]) letfg(r)lr% gll:n are included as a part of in exercise of costs.élac\ln.e not.be:.en
liquidation costs powers by RP B priority

On the grounds
specified U/s.61(3)

Terminate PPIRP
and pass an order
for liquidation

Reject the Pass an order for
plan termination of PPIRP

Chapter 1.45
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Termination of PPIRP Initiation of CIRP
(Sec.54-0)

(Sec.54N)

When Section gets Another ground to When Section gets What AA shall do? Effect o/i Aorder of

attracted? terminate attracted?

Where RP files an Where RP intimates AA after The COC, at any time after
application with AA commencement of PPIRP but before commencement of PPIRP Such order shall Proceedings
but before 1t_s approval of be deemed as an initiated for
resolution plan order U/s.7 avoidance of
transactions

its approval of resolution plan, the

decision of COC approved by vote of

66% of share to terminate PPIRP —
the AA shall pass such an order

What AA shall do Declare PPIRP Shall continue
in aforesaid cases costs to be during CIRP

included into CIRP
costs

Terminate PPIRP

CIRP shall
commence from
date of such order

By vote of 66% of
share Appoint RP under PPIRP as
IRP for CIRP with his written
consent

Provide for manner of
continuation of avoidance of
transactions / fraudulent
trading / wrongful trading Resolve to initiate

CIRP against CD

Terminate PPIRP

If RP fails to submit written
Under Sec.54K(12) || Under Sec.54D(3) bgolizel(?f{;?gf[:ifl};ilisll)gglng/lf;

Chapter 1.46






