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 Advancing Insolvency ResoluƟon in India   
 

AŌer independence, Indian companies operated within structured legal frameworks supporƟng normal 
business acƟviƟes. When financial stress emerged, they relied on mulƟple legal mechanisms for 
resoluƟon. These included company law, debt recovery processes and secured creditor frameworks. Each 
mechanism followed separate forums and procedures. This oŌen made coordinaƟon complex and Ɵme-
consuming. 
 

To address these challenges, the Government introduced the Insolvency & Bankruptcy Code, 2016. It 
consolidated exisƟng laws into a single system. The Code also strengthened creditor parƟcipaƟon and 
aimed to maximise asset value, while balancing the interests of all stakeholders. 
 

As the system evolved, implementaƟon experience highlighted areas for improvement. Refinements were 
introduced to enhance efficiency and outcomes. This conƟnuous reform process led to the enactment of 
the Insolvency & Bankruptcy Code (Amendment) Act, 2026, marking the next phase of consolidaƟon.   

 

The Pre-IBC Framework and the Need for Reform 

 The Insolvency & Bankruptcy Code, 2016: India’s Principal Insolvency Law 

India’s insolvency framework has undergone a major transformaƟon through the Insolvency and 
Bankruptcy Code, 2016 (IBC). It introduced a unified, creditor-driven and Ɵme-bound mechanism for 
resolving financial distress. Over the years, the Code has strengthened recovery mechanisms and 
improved resoluƟon outcomes, with creditors realising nearly ₹4.32 lakh crore through approved 
resoluƟon plans Ɵll March 2026. Building on this experience, the Insolvency and Bankruptcy Code 
(Amendment) Act, 2026 introduces several reforms to reduce delays, strengthen creditor oversight and 
improve procedural clarity. The amendment seeks to make the insolvency resoluƟon and liquidaƟon 
process more efficient, predictable and resoluƟon-oriented. 
 



Before the enactment of the Insolvency & Bankruptcy Code, 2016, insolvency resoluƟon in India operated 
through mulƟple overlapping legal frameworks. Companies facing financial distress were dealt with under 
different laws such as the Companies Act, the Sick Industrial Companies Act (SICA), debt recovery 
mechanisms and secured creditor frameworks including SARFAESI. These processes funcƟoned through 
separate insƟtuƟons and forums, oŌen resulƟng in fragmented proceedings and overlapping jurisdicƟon. 

As a result, resoluƟon processes frequently became prolonged and uncertain. Cases remained pending for 
years while the value of distressed assets conƟnued to deteriorate. Delays weakened the ability of 
creditors to recover dues and reduced the possibility of reviving viable businesses. The absence of a 
consolidated and Ɵme-bound mechanism also affected overall credit discipline and investor confidence. 

Recognising these structural challenges, the Government introduced the Insolvency & Bankruptcy Code, 
2016 as a comprehensive reform.  

A Unified and Time-Bound Insolvency Framework 

The Insolvency & Bankruptcy Code, 2016 established a unified framework for resolving insolvency across 
companies, partnership firms and individuals. It consolidated mulƟple insolvency laws into a single 
structure, creaƟng a more coordinated and predictable resoluƟon process. 

A key objecƟve introduced by the Code was the transiƟon from a debtor-controlled system towards a 
creditor-driven resoluƟon framework. The emphasis moved beyond mere recovery proceedings towards 
value maximisaƟon, conƟnuaƟon of viable businesses and balanced treatment of stakeholders. The Code 
sought to ensure that financial distress is addressed at an early stage before prolonged delays erode 
enterprise value. 

At the centre of the framework is the Corporate Insolvency ResoluƟon Process (CIRP), which provides a 
structured mechanism for resolving corporate insolvency. The CommiƩee of Creditors (CoC), comprising 
financial creditors, evaluates resoluƟon plans. They then make important commercial decisions regarding 
the future of the stressed enƟty. 

The Code also introduced a Ɵme-bound structure for resoluƟon. The CIRP was designed to be completed 
within 180 days, extendable up to 330 days in specified circumstances. This Ɵmeline-based approach 
aimed to prevent indefinite delays and preserve the economic value of distressed businesses. If resoluƟon 
is not achieved within the prescribed framework, the enƟty moves into liquidaƟon in accordance with the 
provisions of the Code. 

InsƟtuƟonal Structure under the IBC 

The effecƟveness of the IBC framework rests on a regulated insƟtuƟonal ecosystem established under the 
Code. The Insolvency and Bankruptcy Board of India (IBBI) funcƟons as the regulatory authority 
responsible for overseeing insolvency processes, Insolvency Professionals (IPs) and related insƟtuƟons 
under the framework. It also frames regulaƟons and standards governing the funcƟoning of the insolvency 
ecosystem.  

 



Who are Insolvency Professionals (IPs) ? 

IPs administer the affairs of distressed enƟƟes, safeguard assets and facilitate meeƟngs of creditors. They 
oversee the resoluƟon process in compliance with the Code and applicable regulaƟons.  

Also, the corporate insolvency maƩers are adjudicated by the NaƟonal Company Law Tribunal (NCLT), 
which acts as the adjudicaƟng authority under the framework. Appeals against its decisions are heard by 
the NaƟonal Company Law Appellate Tribunal (NCLAT). Together, these insƟtuƟons create a structured, 
supervised and legally enforceable mechanism for insolvency resoluƟon in India. 

 

Since its enactment, the Insolvency and Bankruptcy Code, 2016 has significantly strengthened India’s 
insolvency and credit ecosystem. The framework improved recovery mechanisms, strengthened creditor 
discipline and created a more structured resoluƟon process for distressed enƟƟes. 
 

Till March 2026, 8,987 CIRPs have been admiƩed under the Code.  1,419 corporate debtors were resolved 
through approved resoluƟon plans. While several other cases were closed through seƩlements, appeals, 
reviews and withdrawals under secƟon 12A.  

 

As of March 2026, creditors realised approximately ₹4.32 lakh crore through approved resoluƟon plans 
under the IBC. Recoveries exceeded 116.85 of liquidaƟon value and more than 94.56% of fair value.  
 

The framework also improved recovery outcomes for the banking sector. The RBI’s Report on Trends and 
Progress of Banking in India for 2024-25 (released on December 29, 2025) highlights that out of a total of 
₹1,04,099 crore recovered by SCBs through various channels, the IBC alone has contributed a significant 
₹54,528 crore, accounƟng for 52.4% of the total recoveries. This was higher than recoveries through 
SARFAESI, Debt Recovery Tribunals and Lok Adalats.  
 

An IIM Ahmedabad study reveals strong post-resoluƟon recovery among resolved firms under the IBC. 
Creditors recovered 32% of admiƩed claims and 168% of liquidaƟon value. Resolved firms saw 76% sales 
growth, reached operaƟonal break-even by the third year and experienced a 50% rise in employee 
expenses meaning higher employment. Total assets of the resolved companies grew by 50%, capital 
expenditure rose 130%, and profitability aligned with industry benchmarks. Market valuaƟons tripled from 
Rs. 2 lakh crore to Rs. 6 lakh crore for the listed firms, while liquidity improved by 80%. AddiƟonally, an 
IIM Bangalore study shows a 3% reducƟon in the cost of debt and improved governance through increased 
independent directors. Thus, these studies demonstrate that firms undergoing resoluƟon through the IBC 
process have shown significant improvements in various aspects of their business, including sales, 
profitability, asset growth, market valuaƟon and liquidity. 

 

Further, the impact of the IBC on credit discipline has also been corroborated by a comprehensive study 
conducted by IIM Bangalore. The study has analysed data on corporate loan accounts, CIRP, firm-level 
financial data and NPA data. The study finds that IBC has prompted borrowers to adhere to sƟpulated loan 
payment schedules. During the period under review, the study notes a significant reducƟon in loan 
accounts deemed ‘Overdue’, both in terms of the Rupee amount as well as in terms of the number of 

 Success of the Insolvency and Bankruptcy Code  



accounts. Similarly, the yearly proporƟon of transiƟons of loan accounts from the ‘Overdue’ category to 
the ‘Normal’ category have increased, supporƟng the view of an improvement in the credit culture of 
corporates. Even the average number of days that a loan account stays in ‘Overdue’ category before 
transiƟoning to ‘Normal’ category has reduced from 248-344 days to 30-87 days. This shows that both 
debtors and creditors are trying to resolve the delinquencies at the earliest. 
 

At the same Ɵme, operaƟonal challenges conƟnued to remain. Average resoluƟon Ɵmelines in several 
cases exceeded the statutory limit of 330 days. Delays in adjudicaƟon and prolonged liƟgaƟon affected 
value maximisaƟon in some proceedings. 
 

Despite these challenges, the Insolvency Bankruptcy Code is a major structural reform in India’s financial 
and corporate resoluƟon framework. Subsequent amendments, including the Insolvency and Bankruptcy 
Code (Amendment) Act, 2026, seek to further improve Ɵmelines, insƟtuƟonal efficiency and recovery 
outcomes. 

 

 LegislaƟve Progression of the Insolvency & Bankruptcy Code 
 

The reform leading to the Insolvency & Bankruptcy Code (Amendment) Act, 2026 is built on the evoluƟon 
of the insolvency framework through a series of legislaƟve amendments.  

 
 

Key Amendments introduced prior to 2026 included:  
 

 2018 Amendment: Introduced significant refinements to the resoluƟon framework, including 
provisions for withdrawal of applicaƟons and changes in voƟng thresholds. It further 



strengthened creditor parƟcipaƟon and modified eligibility criteria under SecƟon 29A of the 
principal act. 

 2019 Amendment: Improved the insolvency resoluƟon framework by introducing an overall Ɵme 
limit of 330 days for compleƟon of the process.  

 2020 Amendment: Introduced key safeguards, including immunity for corporate debtors aŌer 
resoluƟon. It also suspended insolvency proceedings for specified defaults in response to COVID-
19.  

 2021 Amendment: Introduced the pre-packaged insolvency resoluƟon process for MSMEs, 
enabling faster debtor-in-possession resoluƟon with creditor supervision and oversight. It also 
included provisions to improve efficacy and Ɵmelines in insolvency proceedings.  

 

The Amendment Act of 2026 builds upon the Insolvency and Bankruptcy Code, 2016 aŌer nearly a decade 
of implementaƟon experience. It seeks to address procedural delays, liƟgaƟon arising from legal 
ambiguiƟes and operaƟonal challenges during insolvency resoluƟon and liquidaƟon proceedings. 
 

 
 

The Act introduces reforms across different stages of the insolvency process. It strengthens Ɵmelines for 
admission and approval of cases. It expands the role of the CoCs during liquidaƟon. It also clarifies 
provisions relaƟng to security interests, avoidance transacƟons and resoluƟon plans. 
 

The amendment introduces safeguards for implementaƟon of approved resoluƟon plans. These include 
conƟnuity of licences, permits and regulatory approvals in specified cases. It also strengthens provisions 
relaƟng to fraudulent and wrongful trading. 
 

A key feature of the amendment is the introducƟon of a creditor-iniƟated insolvency resoluƟon process 
for specified categories of corporate debtors. The Act also introduces more structured Ɵmelines for 
liquidaƟon and dissoluƟon proceedings. 

 Understanding the Insolvency and Bankruptcy Code (Amendment) Act, 2026  



 

 
 

Overall, the amendment seeks to make the insolvency framework more Ɵme-bound, predictable and 
resoluƟon-oriented while retaining the core structure of the Insolvency and Bankruptcy Code, 2016. 

 
 

 Major Changes in the Amendment Act of 2026  
 

Instead of introducing a new framework, the Amendment Act of 2026 addresses gaps that became visible 
over Ɵme in the principal act of 2016. The following major changes includes:   

Making the Law Clearer and More Precise  

Earlier: Certain terms and concepts under the Insolvency and Bankruptcy Code, 2016 were either 
undefined or open to interpretaƟon. This oŌen resulted in liƟgaƟon and procedural delays during 
insolvency proceedings.  



Now: The amendment provides specific definiƟons for terms such as “service provider”, “avoidance 
transacƟon” and “fraudulent or wrongful trading”. A “service provider” has been defined to include 
insolvency professionals, insolvency professional agencies, informaƟon uƟliƟes and other noƟfied persons 
registered with the IBBI. 

The law also clarifies the meaning of “security interest”. It states that a security interest will exist only 
where it arises through an agreement or arrangement between parƟes. Security interests created merely 
by operaƟon of law have been excluded from the definiƟon. 

The amendment also defines “avoidance transacƟons”. These include transacƟons where creditors are 
unfairly preferred, assets are transferred below value, creditors are defrauded or unfair credit 
arrangements are created. “Fraudulent or wrongful trading” has also been separately defined under 
secƟon 66 of the Principal Act. 

Ensuring Faster Entry into Insolvency Process  

Earlier: Although Ɵmelines existed for admiƫng insolvency applicaƟons, delays were frequent and oŌen 
went unexplained. This weakened the Ɵme-bound nature of the Code.  

Now: The AdjudicaƟng Authority must decide applicaƟons within 14 days. If this Ɵmeline is not followed, 
reasons must be formally recorded. This introduces accountability into the system. 

Bringing Discipline to Withdrawal of Cases 

Earlier: Cases could be withdrawn even at advanced stages of the process. In some instances, this 
happened aŌer significant Ɵme leading to wastage of effort already invested.  

Now: Withdrawal is now restricted. It cannot occur before the CoC is consƟtuted. It is also barred aŌer 
resoluƟon plans are invited. This prevents disrupƟon at criƟcal stages. The change brings stability and 
protects stakeholder interests throughout the process. 

Strengthening the Moratorium ProtecƟon 

Earlier: There were gaps in how the moratorium operated, parƟcularly in cases involving guarantees. 
Creditors could someƟmes iniƟate parallel acƟons through indirect routes.  

Now: The amendment clarifies that the moratorium also applies to such situaƟons. This ensures that 
guarantees cannot be used to bypass the insolvency process. The company undergoing resoluƟon is given 
a more secure environment, free from parallel recovery proceedings. 

Improving Process Efficiency and Access to InformaƟon  

Earlier: Delays in appoinƟng resoluƟon professionals and lack of cooperaƟon from key stakeholders oŌen 
slowed down the process. In many cases, crucial informaƟon was not readily available.  



Now: The amendment simplifies the appointment process for resoluƟon professionals, reducing iniƟal 
delays. It expands the obligaƟon to cooperate, requiring employees, promoters, and other associated 
persons to assist throughout the process. With faster appointments and improved informaƟon access, the 
resoluƟon process becomes more competent and less reliant on voluntary cooperaƟon. 

Advancing the Role of Creditors Across All Stages  

Earlier: The CoCs played a central role during resoluƟon, but its influence diminished significantly once the 
liquidaƟon phase commenced.  This led to a disconnect in decision-making across stages. 

Now: The amendment extends the role of creditors into the liquidaƟon stage. They are empowered to 
supervise the conduct of liquidaƟon and even replace the liquidator where necessary. Creditors remain in 
control throughout the lifecycle of the insolvency process. This conƟnuity improves oversight and ensures 
that decisions remain aligned with recovery objecƟves. 

Ensuring Accountability for Past TransacƟons 

Earlier: TransacƟons involving unfair transfers of assets, preferenƟal treatment to certain creditors or 
fraudulent conduct were oŌen examined separately from the main insolvency process. This created 
uncertainty regarding conƟnuaƟon of such proceedings aŌer resoluƟon or liquidaƟon. 

Now: The amendment clarifies that proceedings relaƟng to avoidance transacƟons and fraudulent or 
wrongful trading can conƟnue even aŌer compleƟon of the insolvency resoluƟon or liquidaƟon process. 

The law also allows creditors, members or partners to approach the AdjudicaƟng Authority if such 
transacƟons are not reported by the resoluƟon professional or liquidator. 

Expanding the Asset Base for ResoluƟon 

Earlier: The resoluƟon process largely focused on the assets of the corporate debtor. This limits the 
recovery in cases where such assets were insufficient.  

Now: The amendment allows assets of guarantors to be included in the resoluƟon process, subject to 
approval by creditors and certain condiƟons. By widening the pool of assets, the chances of recovery 
improve, especially in complex financial structures involving guarantees. 

Ensuring Fair Treatment of All Creditors 

Earlier: DissenƟng creditors oŌen felt that resoluƟon plans did not treat them fairly, leading to disputes 
and liƟgaƟon. 

Now: The law now clearly provides that dissenƟng creditors will receive at least the lower of the liquidaƟon 
value or the amount receivable under the resoluƟon plan if proceeds of such plan are distributed as per 
the priority waterfall under SecƟon 53. This brings greater fairness and reduces conflicts, making 
resoluƟon plans more acceptable to all parƟes.  



Making ResoluƟon Plans More PracƟcal and Enforceable 

Earlier: Even aŌer approval, resoluƟon plans faced challenges and issues related to licences, regulatory 
approvals, and past liabiliƟes which created uncertainty.  

Now: The amendment allows phased approval of plans, protects licences and regulatory permissions, and 
clarifies how past claims are treated. ResoluƟon plans become more workable in real situaƟons, increasing 
the likelihood of successful revival of businesses. 

Providing Flexibility Before LiquidaƟon  

Earlier: Once the process moved towards liquidaƟon, there was limited scope to reconsider resoluƟon, 
even if new possibiliƟes emerged. 

Now: The amendment allows one-Ɵme restoraƟon of the resoluƟon process within defined Ɵmelines 
before liquidaƟon is finalised. Viable businesses get an addiƟonal opportunity for revival, prevenƟng 
premature liquidaƟon.  

Making LiquidaƟon More Structured and Time-Bound 

Earlier: LiquidaƟon proceedings oŌen lacked clear Ɵmelines and consistent oversight, leading to prolonged 
closure processes. 

Now: The amendment introduces structured Ɵmelines, clearer roles, and improved supervision during 
liquidaƟon. Even when resoluƟon fails, the exit process becomes faster and more orderly. 

Introducing a New Creditor-Led Insolvency Process  

Earlier: All insolvency processes required formal admission by the adjudicaƟng authority, which could add 
to delays at the iniƟal stage. 

Now: A new mechanism allows creditors to iniƟate insolvency directly, subject to defined approval 
thresholds and procedural safeguards. The process is also Ɵme-bound. This introduces flexibility and 
reduces dependency on formal admission stages, making the system more responsive. 

 Towards A Stronger Insolvency Framework 
 

Over the past decade, the Insolvency and Bankruptcy Code, 2016 has reshaped India’s insolvency 
resoluƟon framework. It introduced a more structured and creditor-driven approach towards financial 
distress. The framework also evolved through implementaƟon experience, judicial interpretaƟon and 
legislaƟve reforms. 
 

The Insolvency and Bankruptcy Code (Amendment) Act, 2026 represents the next stage of this evoluƟon. 
The amendment seeks to improve procedural certainty and strengthen Ɵmelines. It also aims to enhance 
the effecƟveness of insolvency resoluƟon and liquidaƟon proceedings. Together, these reforms support a 
more efficient and predictable insolvency framework in India. 
 



References 
 
INSOLVENCY & BANKRUPTCY BOARD OF INDIA 
hƩps://ibbi.gov.in/?indexpagetemp=home 
hƩps://ibbi.gov.in/uploads/resources/2ce0f4a4a146d49ĩ96f4939aa4ĩe25.pdf 
hƩps://ibbi.gov.in/BLRCReportVol1_04112015.pdf 
hƩps://ibbi.gov.in/uploads/whatsnew/9f9dc60d2f3d49b5ab5aed5dfad2ba1a.pdf 
hƩps://ibbi.gov.in/legal-framework/act 
hƩps://ibbi.gov.in/uploads/publicaƟon/63ca2664fde1e59ĩ2c438e93a0d50f6.pdf 
hƩps://ibbi.gov.in/uploads/publicaƟon/e42fddce80e99d28b683a7e21c81110e.pdf 
hƩps://ibbi.gov.in/uploads/whatsnew/7373b47de45dd16da8313f1863709fcb.pdf 
hƩps://ibbi.gov.in/uploads/resources/57420f272e1515f0c9c137f1a6423d78.pdf 

MINISTRY OF FINANCE 
hƩps://www.pib.gov.in/newsite/printrelease.aspx?relid=145286&reg=3&lang=2#:~:text=Parliament%20
passes%20the%20Insolvency%20and,are%20almost%20a%20century%20old. 
hƩps://www.pib.gov.in/PressReleseDetailm.aspx?PRID=1696288&reg=3&lang=2 
hƩps://www.pib.gov.in/newsite/PrintRelease.aspx?relid=110730&reg=3&lang=2#:~:text=Bankruptcy%2
0Reforms%20CommiƩee,Ministry%20of%20Finance%2C%20Room%20no. 
 
MINISTRY OF LAW & JUSTICE 
hƩps://www.indiacode.nic.in/bitstream/123456789/2154/5/A2016-31.pdf 
hƩps://ibbi.gov.in/uploads/legalframwork/2026-04-07-115842-i5nsk-
7ed69ef2a4d23a8b0d472cc0fcd55e79.pdf 
hƩps://ibbi.gov.in/webadmin/pdf/whatsnew/2018/Aug/The%20Insolvency%20and%20Bankruptcy%20C
ode%20%28Second%20Amendment%29%20Act%2C%202018_2018-08-18%2018%3A42%3A09.pdf 
hƩps://ibbi.gov.in/uploads/legalframwork/d36301a7973451881e00492419012542.pdf 
hƩps://ibbi.gov.in/uploads/legalframwork/0150ec26cf05f06e66bd82b2ec4f6296.pdf 
hƩps://www.icsi.edu/ccgrt/research/bare-acts/corporate-laws/ 
 
MINISTRY OF CORPORATE AFFAIRS 
hƩps://ibbi.gov.in/uploads/whatsnew/press_release_of_IBC_Code-1.pdf 
hƩps://www.pib.gov.in/PressReleasePage.aspx?PRID=2117411&reg=3&lang=2 
hƩps://ibbi.gov.in/uploads/resources/d75daa3a490fc1bc316632cd993fca06.pdf?utm 
 
LOK SABHA 
hƩps://sansad.in/getFile/BillsTexts/LSBillTexts/Asintroduced/INSOLVENCY%20as%20intro812202584142
PM.pdf?source=legislaƟon 
hƩps://sansad.in/getFile/app/lsscommiƩee/Select%20CommiƩee%20on%20The%20Insolvency%20And
%20Bankruptcy%20Code%20(Amendment)%20Bill,%202025/pr_files/ENG%20Press%20Release%20-
%20Report%20on%20examinaƟon%20of%20the%20IBC%20Amendment%20Bill%202025.pdf?source=ap
p#:~:text=Shri%20Baijayant%20Panda%2C%20Chairperson%20of,its%20report%20to%20the%20Parliam
ent. 
hƩps://sansad.in/ls/legislaƟon/bills 
hƩps://sansad.in/getFile/loksabhaquesƟons/annex/187/AU3813_3TnFbA.pdf?source=pqals 
 

THE INSTITUTE OF COMPANY SECRETARIES OF INDIA 
hƩps://www.icsi.edu/media/webmodules/ILP_Study_with_TP.pdf#:~:text=ii%20Page%203%20iii%20Inso
lvency%20occurs%20when,is%20not%20exactly%20the%20same%20as%20insolvency. 



hƩps://www.icsi.edu/ccgrt/research/bare-acts/corporate-laws/ 
 
OTHERS 
hƩps://www.newsonair.gov.in/parliament-passes-insolvency-and-bankruptcy-code-bill-2026/ 
hƩps://www.mygov.in/group-issue/interim-recommendaƟons-bankruptcy-law-reforms-commiƩee-
blrc/?page=0%2C10#:~:text=A%20CommiƩee%20was%20formed%20under,%E2%80%A2 
hƩps://www.ey.com/en_in/insights/strategy-transacƟons/nine-years-of-ibc-transforming-india-s-
insolvency-landscape 
 

PIB Research 

 


