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Seventeenth Loksabha

an>

Title: Combined discussion on Statutory resolution regarding Disapproval of Insolvency and Bankruptcy Code (Amendment) Ordinance,
2020 (Ordinance no. 9 of 2020) and Insolvency and Bankruptcy Code (Second Amendment) Bill, 2020 (as passed by Rajya Sabha)
(Statutory Resolution - Withdrawn and Government Bill - passed).

T 37T : TS —eR — 18 3N 19 T Ueh FTef form SIram

*mO01

SHRI ADHIR RANJAN CHOWDHURY (BAHARAMPUR): Sir, | beg to move:

"That this House disapproves of the Insolvency and Bankruptcy Code (Amendment) Ordinance, 2020 (Ordinance No. 9 of 2020)
promulgated by the President on 5 June, 2020."

HFIRT ST : AT 3T SiY, T 311U fdlef UR e alerT aTecit 87
...(FET)

AT STEE : AT FAT ST, 319 317 et 1 qa HIfr |
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....(TTET)
*m02

THE MINISTER OF FINANCE AND MINISTER OF CORPORATE AFFAIRS (SHRIMATI NIRMALA SITHARAMAN): Sir, | beg to move:

“That the Bill further to amend the Insolvency and Bankruptcy Code, 2016, as passed by Rajya Sabha, be taken into

consideration.”
AT ST : IR SRl 89 -

“fob I8 T U GRT 5 S, 2020 Y WReATfUe faaTelr 3R eNe e [fedT () Jreareer, 2020 (2020 &1 3TedTesT
T 9) Pl FARTHIGT PRl & I”

N

“fp feareT 31k Qe 3TemaT HigdT, 2016 BT 3R AL B dTel [AERD, I5T THT GRT JATUTRG, UR IR fowar Sy 1”
HIAHRT STEE : it 3TefR o Tt Sit |
...
*m03

SHRI ADHIR RANJAN CHOWDHURY: Sir, first of all, | took a serious exception to the way one after another Ordinances are being

promulgated on the pretext of COVID-19 pandemic. Yes, our Constitution has the provision for promulgation of Ordinances. But | would
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suggest the Government that the promulgation of Ordinances should not be taken as a rule; rather, it should be considered as an
exception. But what | am afraid of is that this Ordinance-savvy Government is, on one pretext or the other, resorting to promulgation of
Ordinances. That is why, | have put my disapproval. The purpose of the Ordinance on IBC is that it is weakly constructed with minimum
logic and a lot of grey areas, and discouraging to the healthy recovery and restructuring practices and at the same time, leaving
loopholes for debtors. It is nothing but to patronize their preferred corporators. The worst casualty of this Ordinance is the MSME
sector. Section 10A can be absolutely a nightmare for the corporate creditors. When such a loose exit is created for the escape of
debtors, the burden will shift to the creditors and they would not be having anyone liable. MSMEs are very strong contributors to the
GDP as well as employment. There are around 120 million people working in MSME sector. These MSMEs usually lend their services
to large corporate. The IBC framework is the resort of MSMEs in case of insolvency or bankruptcy. Until last year, MSMEs were hugely
benefited by the IBC framework. The data on recovery of debt through IBC framework is Rs. 1.52 lakh crore. At this moment, the
suspension of IBC can be a huge blow to the MSMEs of our country, especially in cases with exemption of defaulters from liabilities
under section 10A. If a system with protection and safeguards for MSMEs is dissolved in favour of specific corporate debtor, the

Government is answerable to 120 million people working in this sector.
18.00 hrs

It is because on the one hand the Government is serving half-baked cookie called Atmanirbar Bharat and forcing them to take
more loans, and on the other hand they are removing their safety net against exploitation. Can Government ask themselves what have
they done to create more through MSMEs? What is the Government’'s achievement in last six months? This is high time that the

Government should do an introspection. | would simply narrate four concepts which need to be stressed.
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First one is the maximisation of value of assets. Quoting Mr. Shardul Shroff, who is the Executive Chairman of Insolvency and
Bankruptcy Practices, maximization of value of assets can be either revival or liquidation of the corporate debtor, to put its assets to
best possible economic use. It is important to have both the options available for preserving the best value of assets. Instead, what we
witness is the suspension of IBC framework for a significant period of time. By suspending the whole framework, we are eliminating our

options of asset maximisation. This is in conflict with the very concept of assets maximisation.

Secondly, it is the concept of entrepreneurship which is severely hurt. If MSMEs are discouraged by withdrawing protection

mechanism against risks, what is the signal that the Government intends to give to the new investors? The Bill says:

“For any default arising on or after 25t March, 2020 for a period of six months or such further period, not exceeding one

year from such date.”

Now, the Government says that the validity of this amendment is one year. But after one year, the Government can
come again with an Ordinance saying that it is the necessity of the hour. Where should we go then? The economy is
already dying. This second amendment will be the last nail on the coffin. Why should investors invest their money when
there is no guarantee that there will be protection against any chances of losing money? The Government has already

been suffering from trust deficit. Hon. Minister will certainly agree with me on this point.

Third point to stress on is the availability of credit. The remaining gross NPAs are acting as a barrier for accessing

the credits. The gross NPAs are about to hit 15 per cent in this financial year. The credit lending is one of the toughest

about:blank 4/64



719122, 2:58

about:blank

PM about:blank

decisions to make in the current context.

Fourth and the most important concept is the balance of interest of all stakeholders. This is classic failure in
balancing the interest of all stakeholders. There are five points to understand how this Bill is incapable of catering to the

interest of stakeholders.

It prohibits resolution even in cases where that may be the best way to preserve the value of
assets.

It removes the option of a debtor to avail of the insolvency process for restructuring, when the
debtor 1s at the best position to understand whether the company will undergo a crisis
temporarily or permanently.

This also eliminates the option for debtors to approach for restructuring.

With the permanent exemption of defaulters during the mentioned period, this is against the
interest of the creditors.

With this amendment, the corporate debtor gets permanent waiver from defaults during the
specified period. But what about the other kind of debtors in our country? There are individuals
such as farmers as well as small firms who are waiting for their waiver. The farmers are
committing suicides, and the corporate loans are getting waived off. This is discrimination

within the classification of debtors.

In short, this Bill does not safeguard any of the stakeholders who actually need support during the pandemic,

such as individuals, MSMEs, who actually struggle and lose their livelihoods. Instead, the Government is saving the
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corporate debtors.

According to Kroll's annual Global Fraud and Risk Report of 2017-18, India figures among the top three countries

globally for every category measuring fraud vulnerability in this survey.

Madam, 89 per cent of respondents in Indian organisations are saying that they had experienced a fraud incident in
the previous 12 months, compared with just 68 per cent in 2016. India’'s 89 per cent stands higher than the world
average of 84 per cent. In the last two years India’s numbers jumped from 68 per cent to 89 per cent. Internal financial
fraud (85 per cent) and IP theft, piracy and counterfeiting (80 per cent) were also significantly higher than the global

averages of 52 per cent and 56 per cent respectively.

The Government wants to enhance the atmosphere to establish ease of doing business. This is what the world expects from us.
But this is not fructifying. This perception would not change with the hon. Prime Minister’s foreign visits, but will change when the

Government does substantially something to address this issue.

18.06 hrs (Shrimati Rama Devi in the Chair)

Now, the Government is clearing corporate debtors through backdoors under provisions of Section 10A when financial frauds are
sky-rocketing and it stands much above global average. The question is, if the Government does not want to hold the debtors

accountable, ultimately who will do it?

An analysis of the March quarter data from TransUnion CIBIL suggested that lenders had filed 1,251 cases to recover Rs 24,765

crore. The All India Bank Employees Association in July, 2020 has come up with a list of 2,426 wilful defaulters and their amounts add
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up to Rs. 32,700 crore. The Bill will contribute even more to this as this leaves the room open for intentionally defaulting. Before
allowing any more room to wilful default, our demand is that the Government should bring back our people’s money which are already
with the defaulters. Our country requires Rs. 65,000 crore and the Government is looking for selling Public Sector Undertakings one by

one.

Whenever an Ordinance is introduced, the hon. Finance Minister always says that it is urgent and that the Government will bring
Bill when the Parliament will be in Session. Why is this urgency? The urgency should be aimed to save lives. But actually, now, the

urgency is to save the wilful defaulters. The provisions for this was included in the Ordinance, which was promulgated on June 5. Will

the hon. Finance Minister hold the responsibility of intentional default caused from 5" June to 20" September? It is important to

reiterate that the urgency was to pave a way to escape from intentional defaulting.

Again, for your convenience, | would like to cite some figures before you regarding the status of applications for initiation of CIRP.
In the event of a default, creditor or debtor can apply to the National Company Law Tribunal for initiating a CIRP. But what is the record
of CIRP? The provisions of the Code in relation to CIRP came into force on December 1, 2016. As of June, 2020, CIRP has been
initiated in case of 3,911 applications. Out of these, 2,108 CIRPs are yet to be completed. Of the 1,803 CIRPs completed, 955 resulted
in liquidation. The resolution plan was approved in 250 cases, that is only 14 per cent, and 598 cases were closed by appeal, review,
settlement or withdrawal, that is, 32 per cent. The Insolvency and Bankruptcy Board of India noted that in cases of CIRPs, resulting in
liquidation in about 73 per cent cases, the economic value of the corporate debtor had already eroded significantly before they were

admitted into CIRP. In these cases, assets are average valued at less than 5% of the outstanding debt amount.
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| will give you figures. In the year 2016-17, 37 applications were admitted, but liquidation was zero and 36 applications were
pending at the end of the period. Till 2020-21, out of the total 3911 applications that were admitted, about 598 applications were
appealed/reviewed/settled/withdrawn. The approval of resolution plan was only 250. The liquidation was only in 955 applications and
the total applications pending at the end of the period, was 2,108. This is the performance under your leadership. It is absolutely poor

and a dismal performance.

Now, | come to time taken for the completion of CIRP. This is also very alarming. The Code provides for time-bound resolution of
insolvency. The Committee of Creditors must approve a resolution plan and the resolution process must be completed within 180 days.

This may be extended by a period up to 90 days if the extension is approved by the NCLT.

The IBBI noted that average time taken for completion of 955 liquidation cases is 312 days. Average time taken for completion of
250 cases in which resolution plan was accepted is 423 days which is mindboggling. As of June 2020, of the 2108 CIRPs yet to be
completed, 1094, which is 52 per cent, have continued for more than 270 days. The number of CIRPs was 1094 exceeding 270 days.
From 180 days to 270 days, the number of CIRP — 539; 90 days to 190 days, the number of CIRP — 402; and in 90 days, the number of

CIRP — 73 and the total is 2108.

As regards initiator of CIRP, the Code allows the creditors as well as the corporate debtor to initiate the CIRP. The Code
classifies creditors between financial and operational creditors based on the type of liability owed to them. As of June, 2020, of 3911
CIRP applications admitted, 1961 applications were initiated by financial creditors, i.e. 50 per cent; 1690 applications were initiated by

operational creditors, i.e. 43 per cent and 260 applications were initiated by the corporate debtor himself which is only seven per cent.
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As regards recovery of claims under the CIRP, in 250 cases where resolution plan was accepted, the debtors owed Rs.4.71 lakh
crore on aggregate. Out of this, creditors could recover Rs.1.96 lakh crore (42 per cent). The IBBI noted that the value of assets of
these 250 corporate debtors was only Rs.1.03 lakh crore when they entered CIRP. Hence, the value recovered is a ludicrous 191 per
cent of the realisable value. In 952 cases where liquidation was initiated (data not available for other three), the debtors owed Rs.5.3
lakh crore to creditors on aggregate. The IBBI noted that these 952 corporate debtors had assets valued at Rs.0.38 lakh crore when

they entered CIRP.

As of June 30, 2020, only 88 corporate debtors have been completely liquidated. These 88 debtors together had outstanding
claims of Rs.11,512 crore. The assets of these 88 debtors valued at Rs.181 crore when they entered CIRP and Rs.192 crore was

realised through liquidation of these companies, i.e., 1.7 per cent of total claim.

Madam, this is the performance of your Ministry. Again, | will highlight other issues when my next turn comes.

*m04

. iR g3 (MSST): aaTe, J9Tafer HeteT |
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# 3T BT & RS =T 7R IG AMeRT ATed Dl G 8T AT AR G oF 1T {h i aifefarde o I o sl ard a1 Jal dd 39 <2l @
TG, ifche R TRE A DI BT * S8BT &, JATST AT 8T gaIT | T8 SSRAT Ueb VT DI AT, T $9 <27 H Teb 31eTT YR BT HIBIeT
ST foarT, i ST 9 2004 F R ¥ 2014 TP ST TRPR Af 3R 38 ORT T8 A 39 S Bl WM T, 39 <91 & ST e a1
TR TR 13 QRT <21, GRT ST, S A H TR ST T 31T A1 T8l T, Flich depl &b TN P AR TAUNY §781 DI o & 31X 374 Rebert
el 81 war off | ST A== |Gt St =¥ ATt forar, ar <27 ST 8, U BaTdd &, 899 oRg-TSh &l U et Uar off, “fds Fare arfore 3refY e &t SHHT
YT SR TGS, (IATRICT & I H a1 G317 AT W b R dfchT Reed A, R +ff sl g8+ iU o, & IR & AR fSwhiec &1 7 & | &T9T 14 oRd
PRI DY DT TAUIT TN AT HIS[G T | 3 ORE DT gDMMHT I BISIR T o |

HEISYT, SIf&d ST NI hl Ueh ST 3Tt AR & op -

“T 1T, 938N, 7 8 H &IV,

& T +ff ST, I HET AR £7”

319 T8 AT fob TrerT 3T Hiet Sff ¥ S @7t foram I o o & 78l | 3117 I8 FHIS b SR 77 & FER 39 <27 Y AR g1 &, S 1
ff 31 B2 & o 98 B9 T S, T& M BT GaT el AT | S Ieh & 3788141, DI AT | IR &7 3R 3184147, &Y a7 e & forg ge18
R ol T {3 T8 TS I | Afeh, PR BT &Td & fdb .. % Ral Fell, VAT e UaT a1 | 89 9l |ide 81 340 & | g8 <roig et
ferecitenvor o Y fob gt ot aTral o faTett oRTT ot tharetT foharm & | 39 99 9 fhettare iR 16 fhetare & SR o o | & 9 STef 7Y |
3T T faISTell STeTIT &, TRIe &1 T8l STef T & | 3HIRT 7 Ta & TR fasiell o off | St ok &, 7 319! Ja1ss fob Repert & fo1q ST b
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T, I PO Iol H G D A AT <A1 & fob 53 377 d3Y. &P 31 &b Ugel B i uffered’ o off? vt erar-arm =iiot off, fmiep A1egw &
JaT RepaRl &R Fehel A7

FUTYTT HRIST, U ol JSTeld T RINCH 2T | ollh I1STeTd P HIETH I 37T Repax! & Fobd & | T&T U fOHTh! [ ed S3 & | I T e
IehIeT & 3R I 3] TRE D bRIol H ol & & | YT TS 81T, H 9 2018 T ST < &M §, IS deb Bl 100 29 Y Repadt &1 off It peet gid
U 1 Repa] g8 | 5.3 Ufcrerd Repasl ofleh SreTerl o HTedH A §3 | AT DU DI I8 DI MY AT? A TERT BRI S1.3R.E. e 37TY | 3TTeh!
g STHp] 3T 81T fop S1.3mR.EY. 7 aY 3R o} 1o v e | afe §p Y, shfeey T 100 TU it RepaR) T & T SHD J1eg™ F IGeh! Repast
g% - acl 3.5 TfIerd, PacT diF BU | T 3 <2 DI IE TT1SY AT?

I S TARART BT ofehR 37T, T8 o TRPAT Uere | FRT e bl Reparst 14 Hfcrer off | 7 e &l agt THRdT & A1y a7 <1e g & I8
ST TS &1, B gy 2016 H AT, gl Repasl ¥C € - 42.5 TR I oAebx 45 I | AT $9 DA H SN a1l <ol I8 &, I fofd & A
DY SFh] HSS PR Y ALY DhAT T8l 872

319 3 DIfdS-19 DI J1cT P8 I8 & 3R PE L & b 3T T HTETH AT AR JATT? PIfTS-19 P DR AT §I1T, I§ IR <20 1 T | 19, ¢
31T 81 T | Af T & 91 T g 81 7T AT SHHT 92T I STel deb T2l 1T | If 8= F Pl 1R &1 7 A 98 Fai ot T8l 17 | YR <91 b I8
BTeTd & SR T g7 bT I8 B1e1dT & | QX T & HefeT WA 81 Y | Tle gos @ &l TR | I 37T IS aiad, ST ST dTedT & T 98 o
YTQT T T8l ST 9T, F€ H b GT HalleT & | 379 YR <27 H b’y cRE b HTelel ¥ Sif <@ 8?2 IHH A1 Y& Fai1 i, A= foy w3t fefer
IR S SR R B SR S1gR ATed AT Bl <6l =T oids 31T 32 & af 394 ot 3717 P8 I3 8 b AT Tl aman? ofife i &
IR T ol 2ff? T RS AR T H3AT T S AR T ST qaT AT 3R TR TR TP I I US AT T | ARy awep,
ST Fe2 TE AT b fohef TRE A ISR YT oy | RT fFraT T &1 &1 AT? G T ST She IR AR ISl ¥ ofg el off | clidera §
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et fergea™ A & &, dafeed Gt iR & ART g 3iR thidrearn 9 81 7S off | S T a7 g3rm? 3t s S af.Sl. 6t R arrg & b g faey
o 9 1T 9 A P 5 I IRISTIRT dG+T dTell & | AT SRISTIRY bl SR R b [oTq HPaf~idl T Fa I AT ehall T8 82

R 91T T8 & 1o Sl SIS ¢ BT DINC &, I8 DeIg 25 fTId a6 dTell & | IHD dg BT DRI I8 & [ disd Hes & | 1 bl gt
g Hles 81 TS & | 37T i $7ex T Hade J T Al ol qRelT 81 I8 & | If 37 Tee Hare H WReHT & df dos d1gs 3R Sal o)
QRATHT B | SAFTY IGehT 25 T DIC 9 dlell & | T ORE &, YRT BT JRT R I, T8 I8 BIcc &1, A1e RI=HT &iel &I, T1e ol dref &,
fReperT aTet &1, Sef dtet &, T & T SRISTTRT &1 &TeTd A & 3R [T AT H $9 Herex DI HF I H 75 HicreId o< sl arel & |

HEICT, ST ey He<aqul a1 &, d8 I€ & fob YT i ot <1 7el & STeT Sit.SLat. o T8t & | & gfFam & it farepRye <o &, SRy .3 T &,
Z.UA.T. 7 3T S A 2 ffera Sier faar | It ave 1 =1 7 T | Ff 319 IR BT & a1 XA ol H 377! IS fob JATges fbred
T 3 R T ANCINGH AR &R 3T o ST e pifas-19 BT AT Tt 8T 8, J8f 31 feaR dfeb T ARCIRGH 8T | ST 7 Shfeaw! 3R Fuft
HISTH ICH H ©: FelH & [Ty FeATER DR T | JAAT+RIT 7 39 B DI 16 719 & AR = =7 |

I} TRE A oitels H gAT & | H JATTD! s fob e off <7 €, I ol <ol ¥ $9 TRE T DI T fobdT | AR T T HRAT TT(BY 2T,
AR 7 FFH-7, 9 3R 10 F e BT | I Felle I8 5 & i wrg-ifirret hfecy &, a1 S SR hi$ey &, a1 Al HRURS Saed
g, 39 94l & g F T IRE BT AR 1T ST | JfS 71 AT b 31T PIg HUT 3FR S=ATeta=dT | STl &, 891 MUa! IR &b &7 45
RRAC TFep IR UAT RebeRk &R UTU & | 77T ST Y¥T gepl-1HT ST 81 775, bt b Ury pIg UAT 81 &, 7 81 ik b lg gravcd J&l 37 & folg TR
g, 71 &1 3feT g=Red Tl oM & folt IR 8, i1 Rived o &g 1 v & ol IR 7181 & | S9! I8 udl -1al & foh i< 89 39 dut &l o
oI Y BIfS-19 & a1 g8 <ol UTQIT AT ol <ol UTQT, I8 39 & W D 8l PR T | T 31U oRTaT & fob 87 100 DU Pl =T g7ai bl a8
S1.ATR L. 3R TRWHT Tae TR Uid DU H 99 <2 3fT9eh! €79 &RT o ST UTfefamic = #1e & A8l 7 gdleld~4d! Uae H Udh a7 HeMe fawar
T | B & AT AT o 9 SqTefa=iT Uere &, 31T ST &g ¥& 1 fob 270 f7 i, by e el A farem et SiTg, fobey R &I &l ISR
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feT ST, a8 IRT wgaver TR = @l ot | 9 TRe & I8 REuer UeT g3, S YRT WRPR $ U fbdd a8 d1 =t dige off | 3T S
IR Y. T a1 PR IE &, TH U H U dST &l 9T ARE BT AI8le] Il 381 § | I8 ARl T8 8, I MU+ ST BFT o Teb TItheieT but 39
RE & Arherel AR Fgd aRd & | 3T ST ALIR.UT. Bl a1 PR I8 &, I T8l IS §37T | I € H O %8 Pl Yl dof & &, g8 TR
WRBR & {7 U St AT 910 & | 31T a7 A & b ST IBR Sax IS AFeH-66(8) TG &l PR al a8 TR.UY. fasdt oft St ot
fet oft TRE A T FhIT AT | FIT MY HYT P fAfFaSIH H & ST a8 &2

I THRAEACT & ATE ¥ 3778, &Y. AT, PIe o AT, IS Ig forfdrarse o IerdT & ol F IX e & YT aT18dT § (& [orfdase § BuT ol
fopmT 4T fiyeTaT & iR fopa=t arusdt &l &7 ferfras e &1 S ol §, a8 8, 9, 10 URJIT | SATST &I &1 78] JahdlT & | T 31T g T8 & b 39
Bl | G T8l 81 3R DU fetferarserT & =refl Sy | 31T HERT Pl &1 X 2 &, 39 377311, s F 7 3112

T FRIST, 7 MU HTedH 3 MR T <R AT8d Pl aalT AT & (b T§ Q-7 3 foRe 81 & Ugel 39 <21 ¥ 27,000 U HA
o), RTeh foTq A7 IR R+ DT HIGhT &I 81 HT | I Usel 81 PH A BH 2 oI BRIS DU Dl NhaR] 3 HFAT P DRUT 81 TS | A7 B
3T & JTE OTd HF-9 H ST T o1 3ATS A1 STH A 12,000 AT U &, T AeFar-9 & gt & YR Repet 81 1S | ST TRE I Aera-10 §
T 140 VAT OIS 8, Y ere-10 SR 811 & Ugel 81 Repar) 81 713 | I8 a1 afedT Tae & 3R 99 e J S I8 ARSIRTT 8, a8 T8 & b
SD BIRUT HUT SR, FARTF T ASRTR ST, bl T AT ST | T T AT TIYHUHS DY 1T PR I8 &, 39D IR H AT ST Pl [ARTE R & 8 |
Tep RIS 3 te b off AIiT &, d fopedt off gt adl. & SRR & e & 76l 8 1 97 forv iR ars. o, a1 prdErgsT BiRiel & d&d o8 b
HRUNCT AT & W B &, R AT § a8 370+ Repadt % Fahel & |

37T H, § 3T Ueb ST &8 PR U1 HITUT FHTH BTl | S ARTT T AT HIST ST e SR AT 7 <2 Y fevg Gl U WEpiel o HUR
PIS e eI & | H Tt UHACTH T T | IR A i Refor & | 9 a1e ot U A ST BT HiepT e | Ife 89 &t el & b T 84y
AT &, B ST g Ul &, T 1 5 I ar ARl ol RIM b I8 forg o &1 o1t & |  wft & et € fob TivTee & S 1 o =gform ot
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ST FIRY | g&T S FHIST &, SEH T T BICT &1 g1 & | IqH I e & fob T ALY HIeT 8, STaifch T8 T bl IRT FEATHD beioT & | Toer™
37eT-3FeRAT ARSI & | 1T adl & fob g8l Hiere ATed MY & 3R Il PRI AT o7 | IS 918 g8 T YeoR W 311U 3R a1e H T =rel 1Y, AT
STE! T A ST & | 9R PEr T Aderd & 1o [ORT & H ST STRATE |

G Sl 300 PIe AT TS TS it HAT yeehil & TR Pel & fob T8T AR TS & 3R I 1S & foly I 87 31 & | I TRE A a87 S ils
T HITheb §3TT | TIZS DT HRiIthebeI BIT & IR HS DT beet 15-17 AN T &1 YL AT H I et & | 9 et & fob I e & | d1s +ff 59
T & HUR FIYT T8I PR 5 b Yo T FT Ped &, Jeord VAT Fa1 Ded & 3R fh{Aa= VAT Fa1 ed 872 elfrT TRd H gHer I 8rlT fh
3RATEAT § X ST §Y, I8 H SIS, Hclold SARRT T Tl & | JT k8 | QR <2 H ST ol Ry A=y Jiel it & SR & | A g8l drebd 6, S
RTH T T8 T bl IR HRcl & | STl b T ol fET o fory I gofl ok & a1l vl & | ey AIel & 37eer & 3fiR ey A1t 3 off
BT IR 3B &, T 3 DT T BT B IR W@ & | BIC F odR T AN DT B JARIT A, B 39 DIAS 19 | &7 I 91T, 39D forg § et & amrg
BT [ T TH DI DI ot @ITdHR T DRY | F761 2Teal b AT, SRASS, T AR |

*m05

SHRIMATI PRATIMA MONDAL (JAYNAGAR): Madam Chairperson, | thank you for allowing me to speak on the Insolvency and

Bankruptcy Code (Amendment) 2020.

The spread of Corona virus pandemic across the globe followed by subsequent lockdowns has adversely affected business
operations across the world. This has further increased the pressure on the distressed Indian markets, MSMEs and other small-scale
business operations. In order to provide relief to these sectors, assistance through amendment of certain laws were obviously the need
of the hour but not the ones like amendment to IBC, 2020. This is so because it is a classic example of good intentions but bad

drafting. It has been done in a hurried manner and thus, will reap sour fruits in the future.

about:blank 14/64



7/9/22, 2:58 PM about:blank

The main bone of contention in the Ordinance, and now the Bill, is the conflict between the main provision and the proviso in the

Bill. | say so because Section 10A states that no application for initiation of Corporate Insolvency Resolution Process under Sections

7, 9 and 10 of IBC shall be filed for any default (not just COVID related but any default) occurred on or after 25t March, 2020, for a

period of six months. This period can be further extended by a notification up to a maximum of one year.

Again, a proviso to Section 10A states that no application under Sections of 7, 9 and 10 shall ever be filed for initiation of CIRP

for defaults occurring during the said period which is occurring between 25M March, 2020 and 24t September, 2020. Now, if the
intention of the Bill is to suspend the insolvency proceedings temporarily, then there is no requirement for providing the perpetual
suspension in the proviso but the language of the proviso seems to put an exemption forever for defaults committed during the

exempted period. The conflict between the main Section and the proviso must be corrected immediately to avoid further confusion.

The Supreme Court in J.K. Industries Limited versus Chief Inspector of Factories and Boilers held that, in some cases, a proviso
may be an exception to the main provision though it cannot be inconsistent with what is expressed in the main provision. If it is so, it
would be ultra vires of the main provision and struck down. As a general rule, in construing an enactment containing a proviso, it is

proper to construe the provisions together without making either of them redundant.

| would humbly request the Minister to provide clarification on this matter because at one point, we may even assume that it
speaks of what the hon. Minister had said that COVID 19-induced defaults will be kept outside the purview of the Code but the Bill

nowhere mentions COVID 19-induced default.
Thus, perpetual suspension of default is absolutely unjustified.
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Secondly, Madam, the amendment to Section 66 of IBC 2016 also offers an easy way out for the promoters, directors, partners
of the defaulting corporation or company, putting the creditors money at risk because now they can escape their liability, and wilfully
default the payment of dues without being held accountable for the default, resulting in accumulation of debts and increased financial

burden.

Thirdly, Madam, the suspension of Section 10 of IBC 2016, that is, voluntary insolvency application by the corporate debtor takes
away the autonomy of the company under financial distress to restructure its debt. It would increase the distress of the company,

further diminishing the value of its assets.

Fourthly and finally, Madam, the Bill is not particularly concerned with small scale industries or MSMEs as it does not have any
special insolvency resolution framework for MSMEs under section 240A of the Code, as was announced under the Aatma Nirbhar
Bharat Abhiyan reforms. Though, the notification dated 24th March, 2020 was intended to benefit the MSMEs, it is not in line with such
intention because MSMEs will not be entitled to initiate any action until the threshold of Rs. 1 crore is crossed, which is very unlikely to
happen. Thus, the main purpose seems to be providing mere ease to the infrastructural and capacity constraints around the NCLT, and

to discourage large volumes of applications filed for initiation of CIRP. ...(/nterruptions)

| would like to end by saying that all these confusions could have been avoided if the definition of default under Section 3(12) of
IBC would have been amended for a period of six months to a maximum period of one year, instead of making amendments to Section

10 and Section 66. Thank you.

*m06
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SHRI BALASHOWRY VALLABHANENI (MACHILIPATNAM): Madam, | thank you for giving me an opportunity to speak on this very

important and crucial amendment brought in view of Corona pandemic in the country.

It is welcome that the Bill seeks to temporarily suspend initiation of the Corporate Insolvency Resolution Process (CIRP) under
the Code, and is proposed to extend it for one year, if necessary. So, |, on behalf of my Party, YSRCP, welcome this move. The

changes are good, and it will help strengthening of Code for better implementation.

The proposed amendments were announced by hon. Finance Minister as a part of her announcements made under the
AatmaNirbhar Bharat Package. Madam, with your permission, due to very limited time, | will quickly make my points and request the

hon. Finance Minister to look into them and take necessary steps for further strengthening of this Code.

Madam, my first and basic point is that there are some resolutions which are genuine and perfect in all respects. But some
dishonest people or companies challenge and take them to higher courts through silly petitions. It is not just such people, but even

there are advocates trying to delay the proceedings through unfair means.

Madam, such actions are blocking the money of successful bidders deposited in Escrow Accounts. So, how is the Ministry

planning to tackle such issues?

My second point is, why can the banks not allow the original promoters to participate in bidding wherever forensic audit is clear
on them, if they are genuine parties? | think, it is definitely possible because the promoters know the actual strengths of the unit. | am

requesting the hon. Finance Minister, through you, to look at this option so as to reduce the losses to Banks.
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My third point is about the availability of Insolvency Professionals. Earlier, when companies were facing problem in getting CSR
professionals, the Corporate Affairs Ministry started some courses or programmes to give training. But now, we are having problem in
getting Insolvency Professionals. So, will the hon. Finance Minister consider starting some training programme or course to train them?

| would request the hon. Finance Minister to explain this.

Finally, with regard to clogging of cases before 27 NCLTs, there are nearly 11,000 cases under IBC and 9,000 cases related to
the Companies are also pending before the NCLTs. The number of cases is going up and so, resolutions are delayed. When we are
asking for increasing the number of benches of NCLTs, the hon. Minister is silent. So, | would like to know as to how the Minister is

going to solve this problem.

With these observations, | conclude my speech.
AT gEfer: it eva urfceT - IuRerd 8! |

ft IR g=ATE Sl |

*m07

St TR TN (SIBFIEIR): TR ATy Sft, 1Mo 331 farelr oiR <ierT a1erTar | (SR Feier) fardrads w dier &1 i 2 8, 596
forq s g=gare |

PRI & PRI A el bl DI gore A fShiee P dTell DUIT Dl FEAT I8 31fed 8 7% & | AR AT &F TeFETE Fled [§8R
]I I s DYI-AT AT & | DRI AT P DRUT Ach D AT 2ff feb TehTeT DIs ST e ISTIT AT, FATCTT LA T TRIebT AT 7T |

about:blank 18/64



7/9/22, 2:58 PM about:blank
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Madam Chairperson, there is no question that an ordinance was required. A moratorium was required because these are
extraordinary times. Other countries, as Mr. Dubey pointed out, have also given similar moratorium. So, there is no question that this

was absolutely in order. Therefore, an ordinance was also in order.
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| just need one quick clarification from the hon. Minister because the Statement of Objects and Reasons of this Bill mentions that
the relief is for companies affected by COVID-19. The difficulty is, the actual text of clause 2 makes no such linkage. It suspends
initiation of CIRP for all defaults arising during the period. This is very important because there is a permanent prohibition on CIRP for

defaults during this period. Therefore, perhaps, this goes further than was necessary.

The reason | can tell you is this. The GST shortfall to States, has been calculated at Rs. 2.35 lakh crore, and the Government’s
own assessment is that, of this, only Rs. 1.38 crore is COVID-19 related or ‘act of God’ related. Therefore, it is possible for the

Government to identify and differentiate between the COVID-19 defaults and the related defaults.

So, | feel that perhaps the Government needs to clarify on this because Germany, for instance, has required companies to prove

that they were liquid as of g1 December, 2019 before they can go ahead and claim any kind of moratorium. So, this is a very

important point.

Madam, more importantly, | would just depart from the actual contents of the Bill itself, which cannot be taken exception to. Let us
not forget that tinkering with the objects and the Sections of the Act is really the nuts and bolts. You are either tightening some nuts or
loosening some screws. The superstructure of this entire edifice is the NCLAT and the NCLTs. That is the infrastructure, which will

take this Act forward, which will decide whether this Act is a success or not.

Today, unfortunately, for many months now, there is no full-time Chairman of the NCLAT. The Chairman, NCLAT, is the
captain of the ship. He is the one, who is supposed to guide the NCLAT as well as the NCLTs all over the country. Without a full-time

Chairman, NCLAT, this is not possible. | cannot understand -- when so many eminent Judges have retired over the past several
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months and years -- why the Government cannot find one suitable person to take over as Chairman, NCLAT, who can give direction

and purpose to this Act?

As my friend Mr. Dubey said, how difficult it is to get a date. Only | know that you have to beg and plead to get a next date of
hearing because the courts are so choked up; they are chock-a-block, full. Therefore, what Mr. Adhir Chowdhury said, and the only
part of his statement, which | genuinely empathise with, is that when you are taking 300, 350, 400 and 450 days for a resolution, that is
not a resolution; that is not what this Act wanted. Particularly, after this moratorium now, when the Act becomes operational again,
there will be a deluge of cases. Therefore, unless we have a proper infrastructure and superstructure in place, unfortunately, there is

going to be serious problems.

One last issue, which again my friend Mr. Dubey mentioned, is about the RPs. The other part of the superstructure here is the
Resolution Professionals. Unfortunately, in the ‘Bhushan Power’ case, which he mentioned, several hundred crores of rupees seems
to have been siphoned off in collusion with the promoters. It is the Resolution Professionals today, who get their skin in the game.
Somebody said that lawyers are actually responsible for delays. | believe, actually, it is the Resolution Professionals today, who have

got their skin in the game, are not willing to let go of their control over these companies.

So, | would appeal to the hon. Finance Minister to ensure that the IBBI, which is the agency which has been given the power to
educate these RPs, should do a better job in getting in better RPs into the field so that there is less fraud, less collusion. These things
have been said, other things being equal, it is a salutary piece of legislation brought by the hon. Finance Minister, and there is no

guestion that this House will not go with her on this.

Thank you very much, Madam Chairperson.
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ot ar7 Rig aeq (TTTFIET): ggIe FYMYfT JEISAT, The Insolvency and Bankruptcy Code Bill provides for a time-bound process to
resolve insolvency amongst companies and individuals. Insolvency is a situation wherein an individual or a company is unable to pay
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“A Director or a partner of the corporate debtor may be held liable to make personal contributions to the assets of the

company in certain situations.”
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<RaY, T8l W AT RIUe da R 3 Theld 4aT - & T8 2, fOhR & Ueb HiaT < T & | 9 Ragee & fob 727 872 IameRy A 8§ &
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“There must be clear-cut laws. There should not be any ambiguity. This liability can occur if despite knowing that the
insolvency proceedings cannot be avoided, the person did not exercise due diligence in minimising the potential loss to the

creditors.”

31Tq <RaY fob it o fefersi™ ok A Rger dreit 1 &, S I8 Teld a1d & | I8 a1 g UR H-greic - &l Hidl odl & | § 39 et &
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T3 98 99T Hag & fob 33f) TRE A ST U1 DI PRl 2, T8 TR UIST Bl SAIFCRA Fi€ b WU H BRIST UG 8 | S8 U 3R BICT A <ol
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“The Ordinance prohibits the initiation of insolvency proceedings by the corporate debtor. The question is whether the
corporate debtor should be prohibited from initiating insolvency proceedings. The corporate debtor may be better placed

to assess whether the recourse under the insolvency framework is warranted.”
So, this is another good thing which they are trying to do.
AT FHIGfeT: S depcer T S |

SHRI SHYAM SINGH YADAV: Madam, just one minute. a7 & & agﬁﬂfém § 91T &7 Ej:l Under the Code, there is one good thing to
appreciate. | think, they will be happy enough to hear it.
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“Under the Code, insolvency proceedings can be initiated against the personal guarantor of a corporate debtor.”

This is another thing which they have brought in here in the Bill.”

a9 A1 g Fie & ot 98 A JHY Aaiics & |
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DR. VENKATESH NETHA BORLAKUNTA (PEDDAPALLE): Madam, thank you very much for giving me the opportunity to speak on

the Insolvency and Bankruptcy Code (Second Amendment) Bill, 2020.

On behalf of TRS party and the State of Telangana, | fully agree with the objects and reasons. In this crisis situation of the
pandemic, all sections of the society and all sectors of the economy need support and sympathy. There is a greater responsibility on
the Central Government to create an atmosphere for economic activities to continue and pick up, as far as possible, and support them
to the extent possible in this difficult moment. | am sure, the IBC (Second Amendment) Bill will help the companies to keep alive to run
the companies well. To revive and support economic activities, all-round efforts are needed by the Central Government in the interest
of the nation. In this hour of crisis, the Central Government must make all efforts and support institutions and State Governments to
minimise the distress of the people. The measures to assist the States may be in several ways: financial, legal, infrastructure building,
restoration of connectivity and communications, support to industries, agriculture, service sector and business, etc. These will further

generate employment to the benefit of the people in the States as well as in the nation.
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In the State of Telangana, under the able leadership of our inspirational Chief Minister, Kalvakuntla Chandrashekhar Rao ji, the
revival efforts are picking up on the revolutionary basis. As far as the financial support is concerned, | have been bringing up the issue
of reimbursement of GST dues to all the States. At this stage, when the State is trying hard to revive all the sectors of the economy
and launch all-round welfare measures for the welfare of the people of the State, financial support from the Central Government is
important and urgently required. Therefore, | would like to highlight the issue of immediate release or reimbursement of GST, IGST and

grant for regional imbalances -- approximately Rs.9,000 crore — pending to the State of Telangana.

There are some other financial and developmental related matters relating to the State of Telangana under consideration with the

Central Government, namely, special assistance grant of Rs. 450 crore to the backward districts in the State of Telangana and release

of funds under the 15" Finance Commission. All these financial matters relating to disbursement to the State of Telangana are crucial
from the point of view of revival of the economy, creation of employment opportunities and welfare of the people of the State of

Telangana.

Thank you very much, Madam.

*m11

SHRIMATI SUPRIYA SADANAND SULE (BARAMATI): Thank you, Madam. | must say one thing that in these extraordinary difficult

times that the world is going through, the one Ministry which regularly, | think, outperforms all the other departments is the Finance
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Ministry. | have even in the last Session mentioned that we may have strong disagreements but | would like to compliment her and her

Minister of State. They are the two people who constantly come with Bills to try and fix things which really need fixing with urgency.

Specially at the time that we are going through, this is a Bill, as Pinaki Misra ji said, which is not something we object. It is
something we support and it is probably the need of the hour. It is the sensitivity of the Ministry to bring up the pandemic issue to make
sure that the companies which are already under such pressure get a breather. But there are three quick clarifications | would like to

seek from her. It is because | remember her speaking on this Bill in the month of March; | could stand corrected.

She mentioned that in this Bill, when the cross-border issues would come up, we would have a specific rule to make sure that all
Indian investors are protected when we have international relations. You are bringing FDI in such a big way into India. Every investor
should be protected. But, when we have cross-border issues, how are we going to address them? You had mentioned it. So, is it
included? If it is not, how soon would you do it? It is because, we really need it. It is because the JPC was formed in 2017; we are in

2020. Itis a very important issue, | think, we all need to address so that every investor is protected.

The second issue which is very-very important and, | think, which the Treasury speaker talked about, is about the moneys that
have come back.He mentioned about sections 7, 9 and 10 very proudly. | am not taking away the fact. Please correct me. | could stand
corrected because finance is not my core strength. But it is more about the banks and about the financial creditors. | want to know how
much money have been lost. | agree that the 45 per cent of the money has been returned which is a wonderful thing. | would
complement your Government. But it is 45 out of 100. So, what has happened to the remaining 55 per cent? Is that a haircut? Has that

money gone? What is the status of this bank? | do not feel any of us should be proud if a company is shut down, be it a big or small.
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Several lakh people lose their jobs. Employment is at its absolute bottom globally. So, what intervention are you doing? | am not sure

what Mr. Dubey said about sections 7, 9 and 10. Is it something very complementary or anything to be proud of?

The other point is between resolution and liquidation. Liquidation is the worst option. So, is that something we are looking for? It
is because we have not got money back after its liquidation. So, should ‘Resolution’ not be our first priority? | would come back to that

point again because there are one or two companies about which | would like to bring to your notice.

There is another point which Mr. Pinaki Misra has raised. | would not repeat it but | would like to bring it to the notice of this

House. What he said about having a full time NCLAT Chairman was absolutely right. As a matter of fact, Mr. Misra, had asked a

question on 19t September. He asked whether the Government has any plans to expand e-Courts so that there could be less
pressure; and the reply of the Government was that ‘there are only 16 Benches of NCLT and only nine Benches are working online’.
So, | have a request. He said that NCLAT needs a full time Chairman. It is because if we really want to accelerate the setting up of

infrastructure and help the poor men, we should do this.

There is one topic which is very close to my heart. In the Insolvency Bill, you have made one point which is not directly connected
but in the larger interest, it is very important for us. Under the Code, the director or the partner of the corporate debtor may be held
liable for making personal level contribution to the assets of the company in certain situations. | have a request to the hon. Finance
Minister. She had brought another Bill for Cooperative Banks just last week. Can we extend this so that the PMC Bank - all the lands
which are lying or properties which are lying — can sell land or property in a time bound manner. If it works for insolvency here, why can

it not work for the PMC bank?
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Major suggestions have come. Madam, Finance Minister, you are also an economist. You would definitely remember this. It was
the TARP which the America has brought about. Even Nishikant Dubey Ji talked about various countries. He talked about what various
other countries have done. | want to ask a pointed question to this Government. What are you doing to save the economy? |
remember the US at one time had the Trouble Asset Relief Programme in 2008 -- there was a financial crisis -- to stabilise financial
systems for better economic growth and to mitigate foreclosures. So, do you have a plan to make our economy strong and robust

something specific like this which has been mentioned?

There are several companies which are getting closed. We keep reading about it. There are some resolutions under this. | would
like to ask a pointed question to this Government. Every company is under pressure right now. You talk about Air India. | am so
fortunate that the hon. Minister was exceptionally helpful to us during the pandemic. It was Air India which brought millions of our family
members, friends, professional and children from abroad, but Air India is under pressure. Air India is under pressure, you have not
been able to sell it. Now, Air India is a company run by the Government. It is a business stressed or a business loss company. There
are other companies. Take for example, Jet Airways. | would specifically talk Jet Airways because Jet Airways had a huge hub and
huge employment, especially from the State where | come from, where it started, which is Maharashtra. So, why is Jet Airways treated
differently than Air India? Why is BSNL treated differently than others? So, if the Government makes mistakes, is it okay? Whether it is
your Government or my Government, that is not the point. Who did it? Why did it happen? It has been six years now. So, in these six
years, what corrective measures have you taken to make sure that every Government run company is run better? Are private
companies bad? Can we have some solution? Why is it that if a Government owned company is a business stressed company and
when it is a private company, it is always a corrupt company? | think it is unfair especially when you are trying to do ‘Ease of Doing

Business’? | compliment the Government that they have gone up the ladder in doing ‘ease of doing business’. | do not think capitalism
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is bad at all. They create jobs and also they create wealth. So, when you are doing all this, what specific interventions will you do to

improve this? Some of them are for bankruptcy; some of them are for resolutions; and some of them are for NCLT resolution.

19.00hrs

So, what quick time bound measures are you taking to make every businessman or even an investor feel confident that his or her
money is safe in India and they are protected? This Government is, beyond words and only legislations, committed to making this
economy a five- trillion economy. Last time Mr. Singh said the Government is committed to make this economy a 10-trillion economy.
Whatever you do, my only humble request is this. | do not want to get into the numbers game. Unemployment is back. The minute
unemployment goes, the Government’'s economy improves and our social sector programmes, which are right now all doing badly, will
do better. So, it is really for poverty alleviation. We need to get our house in order. So, | just request the hon. Minister to give all these
clarifications because when you say something, it sends a clear message in this country and gives confidence to people who need it

right now the most. Thank you.

*m12

SHRI MANISH TEWARI (ANANDPUR SAHIB): Thank you Madam Chairperson for giving me the opportunity to speak on the

Insolvency and Bankruptcy Code (Second Amendment) Bill, 2020.

This Bill has a certain context, which | think this House needs to keep in mind, and the context is that even before the COVID-19

pandemic hit the world and hit us in turn, the Gross Domestic Product of our country, the GDP growth rate, had been in a freefall for
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seven quarters. The fundamentals of the economy, namely savings, investment, consumption and employment, have been under a

stress, if not under a severe stress, for a while now, even preceding COVID-19.

If | recall correctly from the top of my head, in the first six months of 2019-2020, which is H1, credit offtake was down by 93 per
cent from Rs.7,35,000 crore to Rs.93,000 crore. The Government in 2019-2020, after the Budget has been presented, tried to remedy
the economic situation but instead of giving a demand side stimulus, they decided to give corporate India a relief of Rs.1,45,000 crore
in terms of corporate tax which essentially was a supply side fix. But, unfortunately, it failed to boost the economy. Therefore, if the
current Bill is also read in juxtaposition with the Companies (Amendment) Bill, which was in this House two days ago, the same mistake
is being repeated again and again. The Government feels that the panacea for all evils, the magic bullet to revive the economy, really
lies in giving stimulus and incentives to the corporate sector, while they completely and absolutely ignore the fact that at this point in
time what the Indian economy requires is a liquidity injection, money directly in the hands of the people. And till that point in time, this
paradigm shift does not occur in the thinking of the Government, | am afraid the kind of economic revival that we are looking for,

unfortunately, may not take place.

Coming to the Insolvency and Bankruptcy Code (Second Amendment) Bill, | believe, Madam Chairperson, there is a fundamental
misunderstanding about the intent of this legislation. When this particular legislation was put on the statute books, the idea was not that
it would serve as another means of debt recovery or that it becomes an alternative means of debt recovery. In fact, the entire purpose
of this exercise was to see as to how you could reconstruct companies, rehabilitate them, and make them viable. Therefore,
employment continues to be sustained and they continue to generate value for the economy. Unfortunately, if this has become another

concurrent and a parallel paradigm to the DRT or the SARFAESI process, may | point out, since Dr. Nishikant Dubey, the hon. Member
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from Jharkhand, had alluded that SARFAESI was actually put on the statute books by the then UPA Government, but the fact is that it

was put on the statute books by the then NDA-BJP Government in 2003. | think factually we need to be correct.

Madam, Chairperson, | would just like to read Clause 2, which adds Section 10 A to the Insolvency and Bankruptcy Code. It

says:

“notwithstanding anything contained in Sections, 7, 9 and 10, no application for initiation of corporate insolvency resolution

process of a corporate debtor shall ever be filed for any ‘default arising on or after 25t March, 2020 for a period of six

months or for such further period, not exceeding one year from such date, as may be notified in this behalf.”

As has been pointed out by some other hon. Members, there does not seem to be or there is no direct linkage with COVID-19. ....
(Interruptions) | think that is what is extremely germane given the larger pre-COVID-19 economy context, that | pointed out too, that
there is a need for the Government to rectify this particular Bill and make the linkage between this moratorium and COVID-19 stress

absolutely direct and precise.

My last submission, Madam, Chairperson, is that a canard or a myth has been deliberately perpetrated that the then UPA
Government was responsible for subverting the banking system of India. | would, with all responsibility, like to urge the Government, if
they believe that this is true, and they have been in the Government for six years, to please initiate appropriate legal proceedings under
the law against whosoever in the UPA was responsible for subverting the banking system. Otherwise, stop spreading this canard
repeatedly over and over again because it is like what Joseph Goebbels says that some people believe that if you speak a lie a

thousand times, it will become the truth but unfortunately it would not.
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Thank you very much, Madam, Chairperson.
*m13
SHRI JAYADEV GALLA (GUNTURY): Madam, | have just five points and | will be very pointed.

The first point is related to chocking of cases before the NCLTs. The Supreme Court in Swiss Ribbons Private Limited versus the
Union of India has directed the Government to set up more Circuit Benches of NCLATs within six months. But it is now over one and a
half years since the judgement was issued. As of September 2019, 19771 cases were pending before the NCLTs. The Government

should consider increasing the number of benches and the bench strength of NCLTs as well.

The second point is the delaying tactic being adopted by advocates through unfair means ultimately delaying the insolvency

process. How it should be stopped may kindly be investigated.

The third point is relating to NCLT Benches. The State of Andhra Pradesh has got an NCLT Bench. The name of the Bench is
Amaravati Bench with territorial jurisdiction of Andhra Pradesh. But if you look at the location of the Bench, it is situated in Hyderabad.
How is it justified? The NCLT Amravati Bench meant for Andhra Pradesh should be in Amaravati. So, | would like to know from the hon.

Minister what her plan is for shifting this Bench from Hyderabad to Amaravati.

The fourth point is also with regard to delay. The other hurdle for delay is interpretation of various provisions of the Code.
Secondly, there is no coordination between various Ministries and agencies of the Government. It is happening because different

interpretations are given for different provisions of the Code.
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| would suggest for the consideration of the hon. Minister — since she is also in-charge of the Corporate Affairs Ministry — to issue
a directive to all Departments and agencies concerned to follow the interpretation given by the Corporate Affairs Ministry as final and it

has to be followed by all. This should solve the problem.

Finally, | would like to point out that the haircut being given seems to be on the higher side. It is somewhere between 58 per cent
on an average and in one case which the hon. Minister is aware, the haircut is as high as 82 per cent. Even the RBI has taken serious

note of it. | would like to know what the Ministry and the IBBI are doing to take the realization percentage to at least 60 to 70 per cent.

With these words, | support the Bill. Thank you.

*m14

SHRI ARVIND SAWANT (MUMBAI SOUTH): Madam Chairperson, | thank you for giving me an opportunity to speak on the Insolvency
and Bankruptcy Code (Second Amendment) Bill, 2020. The Code provides a time-bound process to resolve insolvency among
companies and individuals. Insolvency is a situation where an individual or a company is unable to repay its outstanding debt. In light of
the COVID-19 crisis, the World Bank has identified two key challenges for an insolvency framework. The first is the need to prevent
otherwise viable firms from prematurely being pushed into insolvency. This is more important because it will prevent a company, which
is competent enough to run the business, from premature insolvency. The second one is to increase the number of firms that will not

survive the crisis without resolution of insolvency.
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There are two amendments which are being taken in this Bill. One, sections 7,9 and 10 of the IBC are being suspended to

prevent companies from being pushed into insolvency. Then, insertion of section 10A is more important, which states that the

application of CIRP cannot be filed for any default arising on or after 251 March, 2020 for a period of six months or such further period,
not exceeding one year from March 25, 2020, as may be notified in this behalf. The Ordinance further clarifies that no proceeding can

ever be initiated for defaults occurring during this period. These are now incorporated in this Bill.

Then, in section 66, one sub-section has been added, that is, section 66(3) after section 66(2) of the IBC. The Ordinance protects
the directors or partners of the corporate-debtor from proceeding being initiated against them for wrongful trading relating to a default

occurred during the specified period starting from March 25, 2020.

Both these amendments are welcome amendments. In this pandemic situation, | think, the Government has taken a right step

while first issuing the Ordinance and now bringing the Bill.

| welcome the Bill. At the same time, | have experienced that some of the companies, when there was a possibility of protecting
the employees, forcibly imposed VRS on them and shunted them out of the company. Now, they will proceed further. First, care has to

be taken of that aspect. Otherwise, the Bill is good and | welcome it.

Thank you so much.
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*m15

SHRI K. NAVASKANI (RAMANATHAPURAM): Hon. Chairperson Madam, | thank you for giving me this opportunity to speak on this
Bill.

This Bill seeks to amend the Insolvency and Bankruptcy Code, 2016 to allow the companies not to declare bankruptcy and
initiate the corporate insolvency resolution process, CIRP, during the period of COVID-19 lockdown. The Bill exempts companies from
the provisions of CIRP if the default on payment happens within a period of six months from March 25, 2020 when the lockdown

started.

This Bill gives no clarity about its provisions. | have some concerns about its provisions. This Bill effectively stops the CIRP for a
period of six months. While it is good to protect companies which are defaulting due to COVID-19, the blanket provision of exempting

all companies is problematic.

This may lead to several companies which are defaulting due to reasons other than COVID-19, including fraudulent business
process or some other reasons, getting undue advantage of the blanket exemption. While the Bill mentions ‘excluding such defaults
arising as a result of the pandemic’ in its objectives, there is no such filter given in the exemption clauses. Such a blanket exemption

only proves that either the Government is not bothered enough about the creditors’ interests as long as their business friends are safe
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or the Government did not even bother to find out a suitable way to filter out genuine COVID-19 related defaults from all the cases and

went ahead in haste to bring in this change.

The Bill states that beyond the period of six months the exemption may further be extended up to one year from such a date. The
Government has now started unlock phase of the lockdown. It claims in several reports that businesses are opening up and that the
economy is going to have a V-shaped recovery. If that is the case, then what is the reason for providing further six months’ exemption

provision in this Bill?

If indeed the provisions of the Government can ensure a V-shaped recovery of the economy and if the Government is sure about
its assertions, then why is it extending the exemptions to the CIRP to one year? Does the Government fear that the economic downturn

that has started will continue for the next one year from now?

Therefore, first of all, clear provisions should be made in the Bill for identifying and exempting only such defaults which are
arising genuinely due to COVID-19 pandemic. Instead of the blanket exemption, the provisions of the Bill must have some safety
measures for the corporate creditors whose money may get struck due to the exemptions. The Government must provide them with a

suitable safety option.

The provision of no-CIRP ever being applied must be dropped from the Bill. The National Company Law Tribunal can individually

verify the cases. Thank you.
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Sl Fafre I o (SFRTE): Igd-a8T FRIaTe HRISAT | 37N ST TS AT SHSHT f&eT Fa § TRl 71T & | AT 81 & Are-4ref $ig-d &l
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UITgS 8l hraT U7 8, d deh o [Sthiecy HifYd 8138 8 | 4o dlel Io DI B 8, PRI Hlel - o T SI1d 8, IAD (10 I ST fdeT T
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I1fRY, ITeh! Sifedt A& ST ATfey, dfce Sifed et ey | I SR qaT & I J31 oFIdT & fb Fvil T 39 T T U 1Tt I FHE el
IRV | AITRAT, Rael Wee & AN &1, S SURRT 3iR HFaei &1, RicT Sraiet = Al foraT 8 3R & 7 3FR J fhieex & ® &, SHa!
IR R, ITD! TN BRA DT P 39 foeT &b HTEIH J BT | AfhT b AT e IS 1R € H T@ Bl 3T & b 376 Holgel e
& foTq 3iIF @ fSWhTeeR B o STav[a S7e 39 Ja H JUIC PR o [o1q 89 3T IR 8, offch Teb dIaT Dl Sv T H IET BRI fb iy el
3T & q18 b forer ff a6 &, Ive e A 7 Fepred, ame fobe=it oft aree ar Traer=d 31, 372 Hofgsl! & Ia] Hrafal § QT A | a1
&) IR el el €, riifon 3 A9 ofiof gt grde € |

| definitely support this Bill. | feel proud that | am part of this Bill. Now, the situation of the economy has become worse. | support

this Bill. Thank you so much.

*m17

SUSHRI DIYA KUMARI (RAJSAMAND): Thank you, Chairperson Madam, for giving me this opportunity for speaking on the Insolvency
and Bankruptcy Code (Second Amendment) Bill, 2020.
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First of all, | would like to thank our hon. Prime Minister for his exemplary leadership during these unprecedented and
extraordinary times. Today, | am speaking on the one-year suspension of IBC, which is extremely essential, if we want business to get

an opportunity to sustain, revive, and survive in these very very difficult times.
It is also a part of the five pillars of Atmanirbhar Bharat described by our hon. Prime Minister, which are Economy, Infrastructure,
215t century technology driven System, Vibrant Demography and Demand, for the effective utilisation of our demand and supply chain

in full capacity.

Now, coming back to the post-pandemic and temporary suspension of IBC, | must emphasise that the Government has been
taking a series of proactive measures to support business and corporate borrowers hit hard by this pandemic. One of these measures

has been to temporarily suspend the insolvency proceedings under IBC. This Bill effectively suspends the insolvency process for

defaults arising on and after 25t March, 2020 for a period of six months and is extendable up to one year.

It also empowers the Central Government to exclude COVID-19 related debt from the definition of ‘default’ under the Code for

the purpose of triggering insolvency proceedings.

Before | delve into the merits of this temporary suspension, it would be beneficial to analyse why the IBC was brought upon in the
first place. The Code is designed to consolidate and amend the laws relating to reorganisation and insolvency resolution in a time-

bound manner.
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Moving on, IBC has benefited us in many many ways. It has helped us improve 14 positions to be at the 63 position in 2019

from the previous year’s TTth position on the ease of business rankings. We have also been amongst the top ten improvers for three

consecutive years.

Similarly, on Resolving Insolvency Index, we jumped 56 places to be at 52" position in 2019 from the previous 108" rank. This
improvement in ranking of 56 places in a single year makes us believe that we are finally on the path of breaking the proverbial

chakravyuh of exit from business.

In brief, | would also like to talk about the measures taken prior to this Ordinance: To protect the small borrowers’ minimum
threshold limit for triggering insolvency was increased from Rs.1 lakh to Rs.1 crore; Lockdown period was excluded from the 330 days-
completion timeline; Government can now identify debts raised from Special Window for Affordable and Middle-Income Housing

Investment Fund as super-priority loans.

Madam, | would also like to say that the need for this amendment through the Ordinance was because this pandemic has created
uncertainty and stress for business which is in their control. Supply chain has been severely disrupted leading to overall disruption of
businesses. This would lead to many companies, primarily the MSMEs which serve as the backbone of the Indian economy into
liquidation. The suspension, thus, allows such firms to remain as ongoing concerns despite the financial stress on account of COVID-

19.

| think it is extremely important that we pass this Bill because all over the world, countries like Switzerland, Spain, Australia,

Germany, UK etc. have either amended the insolvency laws or effectively suspended them. Others, like US, have taken indirect
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approaches to tackle the issue of insolvency through reformist measures.

| would like to thank our hon. Prime Minister, our Government and our hon. Minister for bringing this Ordinance to lend a helping
hand to the industry and business as they not only are a huge part of our economy but also provide jobs to our youth and this would go

a long way in making India truly Atmanirbhar. Thank you.

*m18

SHRI THOMAS CHAZHIKADAN (KOTTAYAM): Thank you, Madam, for giving me an opportunity to participate in the discussion on the
Insolvency and Bankruptcy Code (Second Amendment) Bill, 2020. While the Bill may offer relief to stressed companies, certain

provisions in the Amendment have unwarranted consequences and can be misused by wilful defaulters and fraudulent promoters.

There is an apparent conflict in the Bill. There is a need to safeqguard companies -- which were viable before the pandemic and
whose insolvency is temporary -- from being prematurely pushed into insolvency. But, a complete suspension of insolvency

proceedings may take away a distressed company's opportunity to seek recourse under the IBC framework.

The Bill raises a question whether all defaults during the specified period need to be treated in the same manner. There may be
defaults, which were not induced due to COVID-19, but are a result of distress in companies before the pandemic. It will be subject to

interpretation and may result in increased litigation.
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The Bill prohibits initiation of insolvency proceedings by the corporate debtor. The corporate debtor may be in a better position to
assess whether the recourse under the insolvency framework is necessary. The corporate debtor should not be prohibited from
initiating insolvency proceedings. A voluntary and timely initiation of insolvency proceedings by an insolvent debtor could maximize the
benefits for the debtor as well as the creditors. In countries such as Spain, Germany, and France voluntary insolvency proceedings by

the debtor have been allowed.

Under the Code, insolvency proceedings can be initiated against the personal guarantor of a corporate debtor. While the Bill
prohibits insolvency proceedings against the corporate debtor for the defaults occurring during the specified period, it does not disallow
such action against the personal guarantor. Why should the personal guarantor be held liable for defaults of the original debtor when
the original debtor’s liability itself has been relaxed? Therefore, the Government should reconsider this Bill, so that the interest of the
genuine creditor and debtor can be protected and possibility of gross misuse of relaxation by willful defaulters and fraudulent promoters

can be avoided.

Thank you, Madam.

*m19
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19.29 hrs (Shri Rajendra Agrawal in the Chair)
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& al foRre & FeT &, foRrer 5 &5 o & | 3R T8, <97 H 5T 31! ARPR Bl &, 3T +ff AT & IRl &, A TR A b FIT TS 52 <2f &
o ST e IS &, 3P foTq 37RY 371 T Tel HUIE el 81?2 Tga-agd ggaTs |

*m20

SHRI DNV. SENTHILKUMAR S. (DHARMAPURI): Thank you, Sir, for giving me this opportunity to speak on the Insolvency and
Bankruptcy Code (Second Amendment) Bill, 2020. Vanakkam, Sir.

First of all, | would like to say that it is good that the Finance Minister is bringing this Bill to revive the companies which are

already in stress due to the COVID-19 pandemic situation. Why have we got into such a situation? The situation has arisen because of

the improper planning of this Government right from the date of lockdown on 24™ March. What happened on the 24™ March? There
were cases in a few hundreds. What was the decision taken by the Government? The decision taken by this Government was to go for

a complete lockdown, without even giving time for migrant labourers to have a chance them to go back to their places.

Why are we talking about migrant labourers in this company law? It is because in this Insolvency Bill, if you talk about corporate
factories and companies, it is not the private owners who are going to run the companies, which are incurring losses but it was the

migrant labourers and the common people who are involved, and who will revive the companies. This situation has arisen because of
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improper lockdown. You may say that the same situation arose throughout the world. You can give examples of the USA and Brazil but
the USA, Brazil and India have the same sort of leadership which didn’'t have the courage and the economic crisis was created due to
this Government and leadership of this Government. If you take the same geographical topography of countries adjoining us - we forget
to see them - the number of death rates from Sri Lanka, Myanmar, Bhutan, Malaysia, and Thailand are very less. The number of deaths
ranges from 12 to 50 and a maximum of 400 till date in all these countries, which occupy the same geographical topography. If they can

control it, and if they have given a successful model, why not us?

Also, what we have seen is that it is not just the revival of the companies which is addressed in this Bill but what we have seen is
that the Government and the Finance Minister are very keen on killing the profitable companies such as the LIC, which have been
making huge profits thus far. Even Rs.33,000 crore have been spent on national highway projects from the profit of the LIC but the

companies have been dying. What about the BSNL?

So, the Insolvency and Bankruptcy Code (Second Amendment) Bill, 2020, which you have brought for reviving the companies,
should also be extended to the profitable companies like the BSNL, of not laying off the staff of the LIC and the BSNL, and taking into
account the consideration of all the employees. The Government is giving special importance only for the companies. What about the
taxi driver who lives next to my house? What about the thousands and thousands of tailors, local and laypeople who have lost their
jobs? What is the Finance Minister going to do to revive the economy of them, to bring food to the table of the common layman? All
these things also have to be taken into consideration. We have seen in our country thousands of labourers walking across miles
whereas we see our Prime Minister posing with ducks and peacock, the national bird of our country. This should be strongly
condemned and the layman should be given proper importance, just not as the Government is very much keen to give to the

corporates. Thank you, Sir.
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19.37 hrs (Hon. Speaker in the Chair)
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THE MINISTER OF FINANCE AND MINISTER OF CORPORATE AFFAIRS (SHRIMATI NIRMALA SITHARAMAN): Nineteen hon.
Members have participated in this discussion and | must admit, whenever | have come to this hon. House following the dedication with

which my hon. predecessor, late Shri Arun Jaitley, had worked on the IBC, as one hon. Member had very clearly referred that it is only
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since 2016 that we have had IBC, in parliamentary history, this probably is the Bill, now an Act, which has come very quickly each time
when the ground situation required changes so that this becomes a robust law. Therefore, whenever we have come, particularly to the
Lok Sabha, | find an equally positive approach even in the other House, in response to each Amendment with which we come on the
IBC. So, in particular, | thank this House for being so open minded and positive about engaging with the Government on the IBC
Amendments Each time, | would take the names of each one of them, although | am not taking than now. Particularly in this House, |
have found constructive inputs coming in and also being very encouraging about how this law has to be kept abreast so that the

developments in the market and the development in the economy as a whole get reflected.

This particular set of amendments was necessitated to be brought in the form of an Ordinance. The Leader of Opposition might
question the need of this Ordinance. W & T 3fTaegepeT, 3T & ARl I SITET Di-Cawgaidd, eIE 100 ATl d |t F&1 81 | STgHel
3NTFEAT AT BT VAT ATEIS QRIS 37 dTet 100 ATl H A} 78l &1 AHT & | That is why we came up with the Ordinance to which Mahamahim

Rashtrapati ji gave his assent and then it became a part of the Gazette of India on 5" June. This is clearly because of the pandemic

and because the hon. Prime Minister put life before livelihood stating very clearly that we need to save people from falling ill.

The dimension and the scale of the pandemic was obvious. Therefore, we had to come up with this Ordinance which clearly
suspended the application of three sections - 7, 9, and 10 - of the Insolvency and Bankruptcy Code. It is after all a young law enacted
only in 2016. But we had to prevent any company which is experiencing distress because of COVID-19, being pushed into insolvency
proceeding. Therefore, we had to suspend these three sections. When | say three sections, you know obviously it covers all the three

kinds of creditors.
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Together with that, we also wanted to bring in a new section, Section 10A, because we clearly did not want this suspension to
hurt any proceedings which are otherwise due owing to reasons prior to 25t March, 2020. The notification for lockdown was given on
24" night and it came into force from 25th Morning onwards. Therefore, we clearly wanted to exclude insolvency proceedings which

could be triggered off for reasons prior to the COVID, that is, prior to 25" March. Therefore, the date of commencement itself was 25
March, 2020. We made it very clear that this period and any distress which may arise out of this period’s situation cannot be acted upon

even after, if and when, the lockdown period gets to an end.

Therefore, we gave ourselves the first six months with a proviso in the Act itself saying, ‘may be extendable’ to another six
months. As the Parliament is in session, | would like to draw the attention of the House, we have come forward replacing the Ordinance

with this Amendment to the Bill so that it becomes a part of the Act as the Ordinance has to go away. Incidentally, even as we are
discussing this, that six-month period we gave as a period of suspending Sections 7, 9, and 10 comes to an end on the 24™ of the

September, that is, in a couple of days. That was the way in which the Ordinance had to be rushed in.

We also made it clear that during this time, the resolution professional shall not file any application against the Director or Partner
of a company also. So, this is a very clear, specific, and timebound provision clearly making a distinction between distress caused by

COVID-19 and that which can be beyond and above COVID-19.

So, there need not be any ambiguity in our understanding whether this is going to apply to anything else. Not at all. Will this apply

to the period beyond or before? Not at all. Therefore, this is timebound and specific character bound, that is, distress due to COVID-19.
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Just before responding in particular to the various issues which hon. Members have raised, | want to highlight the fact that we are
not uniquely placed in this set of amendments which we are bringing in. Several hon. Members have referred to it that world-over
countries are working to have some kind of an immediate response or a temporary response, and then making sure as and when
companies are going to come out of this period of distress, how they would handle it. So, an immediate response or a transitional
response, or whatever you may call it, is needed but for immediate forbearance, specific forbearance was announced by many

countries. You may name them; | am not naming anyone.

In the larger overview or the bird’'s eye view of different countries doing different things is this. There are countries coming up with
specific forbearance, also infusion of liquidity, to some extent, into their banking system, which can then be led forward, and then,
financially distressed firms can be given that hand-holding through banks and finally, relief can also be given in terms of asset

classification, which was done following all the banking norms.

So, even the World Bank and the IMF in their responses — well after our initial Gazette Notification had come — had suggested
that countries should have three-phased approach to this. The first phase would be something immediate and interim. The second
phase would be transitional measures that when the lockdown, containment, and all that goes away, how do companies come out of

that period, and finally, the third phase of regular debt resolution.

So, all over the world, multilateral funding institutions are also suggesting that we should do it in phases as we come out and
post-coming out, as many hon. Members have stated also, what if there is a rush into NCLT. What happens if there are a lot of
insolvency cases coming up? So, the phase-wise approach that we have taken also is to make sure in the meanwhile we are able to

infuse some kind of a life into these companies, and when complete calling back of these lockdown-related things is done, companies
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are in a position to stand on their own, however frail they may be. But as they go on, the recovery will be the message rather than the
liquidation. So, the whole approach that we, as Government, have taken is to immediately help them with some relief and then look at
the way in which the second phase can go on, which is its part; and then, the third phase, in which we would have some kind of a

resolution mechanism for those who are not able to survive and the hand-holding is inadequate in particular instances.

But before | get into details, as | said, hon. Speaker, Sir, | just want to give some figures, very little of them. | am not going to
overburden hon. Members. Section 7 relates to financial creditors, Section 9 relates to operational creditors, and Section 10 relates to
corporate debtors. Just look at the situation up to 39" July, 2020. The numbers that | am giving you now regarding details of disposed

cases before admission are only those cases which are before admission and this relates to the 31°! July, 2020.

In Section 7, total number of companies or cases are 2,789 and the amount recovered is Rs. 1,96,171 crore. In Section 9, which

relates to operational creditors, total number of cases are 11,581 as of 315t July, 2020, which are disposed cases before admission into

NCLT, and the amount involved here is Rs. 1,63,927 crore. And finally, in Section 10, which relates to corporate debtor, 140 cases are

there as of 315 July, 2020, and they are disposed cases before admission, and here, the amount involved is Rs. 15,03,372 crore.

Therefore, this is the kind of numbers with which we are watching the situation. The total number of pending cases as of 315t
July, 2020, for financial creditors are 4,062; for operational creditors, it is 7,952; and for corporate creditors, it is 264. | am not getting

into the amounts involved in each one of them.

Some of the hon. Members including Shri Nishikant Dubey spoke about what has been the performance of different resolution or

recovery channels with which we worked before the IBC came in. | am not going to take up everything together because the Leader of
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Opposition Shri Adhir Ranjan Chowdhury, and later probably Shri Manish Tewari also spoke about how banking sector NPAs have
risen. | fully agree that we have to look at figures. | am going to take the example of IBC’s performance as regards NPAs which relate to
scheduled commercial banks’ exposure. | just give the figures so that we are able to compare very quickly. | am only talking about the
provisional figures of 2018-19. | can compare with 2017-18 and we can go backwards, but the purpose of giving this number here is to
see the performance of Lok Adalats vs. DRTs vs. SARFAESI vs. IBC. It is not a period comparison that | am talking about. | am talking

about the performance of Lok Adalats and their delivery; DRTs and their delivery; SARFAESI and its delivery; and IBC and its delivery.

Just look at the figures. As | said, these are provisional figures for 2018-19. As for Lok Adalats, cases referred to them were
40,80,947, amount recovered was Rs. 2,816 crore, and therefore, there was only 5.3 per cent recovery. In the case of DRTs, cases
referred were 2,52,175, amount recovered was Rs. 10,574 crore, and therefore, the percentage of recovery was 3.5 per cent only. In
SARFAESI, the number of cases referred were 2,48,312, amount involved was around Rs. 2,89,000, total amount recovered was Rs.
41,876 crore, and therefore, the percentage of recovery was 14.5 per cent only. Lastly, in IBC, the number of cases referred were
1,135; amount involved was Rs. 1,66,600 crore, amount recovered was Rs. 17,819 crore, and therefore, the percentage of recovery
was 42.5 per cent which hon. Member Shri Dubey and a few others also mentioned. So, we are constantly looking at how to improve

IBC and make it functional.

There are difficulties about the number of benches not being sufficient, number of quick appointments of people not happening;
requirement of quality resolution professional being adequately trained and being in position, and giving them the right mindset of
looking at how the IBC can be effected, and how to let a concern be a going concern rather than liquidate it. These are all issues and
challenges that we are facing. But we are conscious that these are the challenges. Therefore, with the performance rate given here in

terms of just NPAs related to scheduled commercial banks, we should thank this House for having thoughtfully brought this IBC and

about:blank 51/64



7/9/22, 2:58 PM about:blank

having made it more robust every time, as a result of which, today we have 42.5 per cent recovery. | would straight go to referring to
hon. Member Surpiya Sule who said, “Suppose this is the rate at which you are recovering, what happens to the rest 58 per cent? Is it
lost?” But that is the point of what the valuation is. When a company is coming for liquidation, what is the valuation? How many of its
assets are worthy? Now the fear is, every time delay happens, if the protracting nature of this happens, the value of the liquidable
assets keeps coming down. At the end of the day, something gets recovered off that. | would not take the names, but some of the hon.

Members said that we have done this because we want to give a pocketful to our friends.

My friends are the companies. They can be big, small, medium, micro or nano. Any company is important for India. Under the
Companies Act, even MSMEs are registered. |IBC applies even to the small companies. The moment the word ‘corporate’ or
‘company’ comes, the immediate imagination is, ‘who’. Sorry, none of us know who. It could be anybody who is registered under the
Companies Act and if unfortunately, it comes for liquidation it has to have a solution. It does not matter whether it is your friend or my
friend. All are our friends. Itis desh ka friend. Unless businesses run, small, medium or big, the kind of job creation that all of us are

talking about will not happen. So, solution is required for everybody.

| have already explained why we should have Section 10. Suspension under Section 10 does not apply for pre-25th March,

2020. Companies cannot initiate insolvency proceedings only for defaults of COVID-19. They can initiate proceedings on other things.

We should keep reminding ourselves. It will be unfair for me to say, ‘oh, did you know’ because after all, this House has passed
this law. It is such a robust law which balances the rights and interests of all stakeholders, particularly of the equity and debt suppliers.
It creates an imbalance if only the debtor has the right to initiate insolvency proceedings while the creditor does not have or vice-a-

versa. Therefore, we have to constantly keep the balance with which this Act was passed by this Parliament. We really cannot tinker
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with it in such a way that we distort the fine balance which was arrived at. We should see to it that it does not become lopsided. We
cannot, even in our enthusiasm, do such a thing. So, | think it is important for us to keep remembering that this is the place where this

was given birth and we have to constantly keep the spirit of what was originally brought in.

| think it will be impertinent for me to go on repeating that this Code is not a recovery law. The creditors otherwise have several
options through which they can seek their recoveries. Those of us who were repeatedly saying that this suspension is going to hurt
MSMEs, may please know that MSMEs have several other ways through which they can recover their claims. Therefore, | think it will
be important for us to go on looking at various ways in which MSMEs have been attended to, even in this period. | will just give you

one or two references.

Special refinance facility of Rs.15,000 crore to SIDBI for on-lending and refinancing has been announced by the RBI. Yesterday,
| was appalled when | heard some Member saying that nothing has reached them on ground. No MSME has got any benefit. MSMEs
are suffering on the ground. No doubt, MSMEs are suffering but nothing has reached them is completely wrong. On a weekly basis,
the bank is putting out data mentioning the size of which MSME is receiving what amount. | am not giving you the exact figure, which
in a minute | can obtain and give you, but more than Rs.1,60,000 crore have been disbursed, not just sanctioned. | think somewhere all
of us are anxious about MSMEs and | fully appreciate it. But some work is also going on, and | would want you all to take cognizance

of the steps which have been taken.

For standard accounts, Emergency Credit Line of Rs 3 lakh crore have been given. Subordinate Debt for Stressed MSMEs is a

scheme framed by the Government. MSMEs which are NPAs have also been given this benefit. The Government is infusing about
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Rs.20,000 crore for the MSMEs. Those numbers have also been constantly put out. There are more such things.

20.00hrs

Now, | come to the TReDS platform. Hon. Members will definitely appreciate that the TReDS platform has been very useful. Up
to March, 2018, 652 MSME sellers, 128 corporate PSUs, 37 banks, and about four NBFC factors -- who deal with factors themselves --
have all been on TReDS. In March, 2018, the amount which has been invoice financed was Rs. 1094 crore. In March, 2019, more
people came into the TReDS platform and the amount which has been invoice financed was Rs. 6,669 crore and that had benefited
about 3,708 MSMEs. What was it in March, 20207 About 9,288 MSMEs have been benefited from about 1,661 corporates and PSUs.
Most often | am told that the Government departments and the PSUs owe so much to the MSMEs and that the Government is not

giving money to them. | am giving you a figure of March, 2020 and subsequently, we can get the figures for the other months.

Compared to March 2018 and 2019, about 9,288 MSMEs sellers have been benefited to the extent of Rs. 17,834 crores purely
because of TReDS. Every bill is uploaded into that. The banks are giving recognition and they discount the bills. So, particular attention

has been given to MSMEs so that they really do not suffer for want of liquidity.

Adhir Ranjan Ji also asked about as to what about the timelines. Yes, the provision is that the CIRP should conclude in 180 days.

It can be further extended only up to 90 days. It should conclude, at any cost, by 330 days, including the time taken for litigation.
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However, in actual, excluding the time taken by courts, on an average, within 380 days, it is getting resolved. It is important for us to

remember that earlier four years was the time taken to resolve any crisis. So, where are four years and where are 380 days?

Adhir Ji had also questions on liquidation and number of companies which have gone into liquidation and which have really been
rescued. Till July, 2020, the IBC has rescued about 258 companies through resolution plans. Of the companies that were rescued, one-
third were either totally sick or even defunct. Even defunct companies have been rescued. The process under the Code has yielded
liquidation of 965 companies. Three-fourths of these companies were sick or defunct when they entered the insolvency process itself.
So, the companies which had been rescued, had an asset value of 0.96 lakh crore of rupees, while the firms referred for liquidation,
had asset values of 0.38 lakh crore of rupees when they were admitted into the CIRP. You just see the fall in the valuation. Thus, in

value terms, 72 per cent of distressed assets have all been rescued.

Now, | come to recovery rate. Adhir Ji, | would not load you with numbers. | will just tell you that the recovery rate in 2016 was 26
per cent. In 2017 -- within one year of this law coming in -- it was 26.4 per cent. In 2018, it was 26.5 per cent and in 2019, it was 71.6

per cent. That is why, our ranking improves.

On the Benches, | think, a lot of data is available. There was only one Principal Bench and ten jurisdictional benches were
established subsequently. Even later, three more Benches which were formed in 2018 and two Benches which were formed in 2019,

have all been notified. But what is important? This | would respond in response to Shri Pinaki Misra. | would like to say that 67,749

cases have been dealt by the NCLT till 1= July of this year.
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Out of this, 49,900 cases have been disposed of and 19,844 cases are pending as of g1 July and | think in honour of this
House, | would say that this is a remarkable achievement for a Tribunal which is working on an IBC Code which is only three and a half
years old as of today. If tribunal can give this kind of a result compared to all that | have read out about how the Lok Adalat and

SARFAESI have performed, this is the performance. | agree, we need to strengthen them.

There was a very pertinent question which Pinaki Ji asked. Will there be a surge of insolvency proceedings after the suspension
is lifted? Our assessment is that it is unlikely given that the stakeholders have very many options even during the COVID-19 period for
recovery of loan as | earlier mentioned. Therefore, resolution of stress need not only be like this. There can be always mid-course
resolution through the various mechanisms which are there. There may even be very many innovative options which people may
adopt, particularly during these challenging times. So, | also can see the number being lesser because companies have normal

business operations even during the pandemic, if not very many of them, at least, some of them.

There is also a higher threshold given of default for initiation of insolvency proceedings of MSMEs. That was made as an
announcement that the threshold has been raised to Rs.1 crore. So, we expect that many of the MSMEs would not even come near it.
Then we have made it clear, through this amendment which | suppose all of you will be responding to positively, that the defaults

occurring out of this particular pandemic are being kept out for ever.

| can see the hon. Speaker rushing with the time. He has quite a few demands. | think largely | have addressed many of the

guestions which the hon. Members have raised. If there is anything at all further for me to explain, | will do it subsequently when | see
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each one of you.

There is a special financial service provider’s framework and the Section 227 of the IBC has been used in the context of banks. |
can see Supriya Ji putting her hand up. At present, the Code has two separate Sections which are 234 and 235 which deal with cross-
border insolvency and because it is an important thing, the Insolvency Law Committee has submitted its comprehensive report which

the Ministry is going through. Hopefully, we will come up with something sooner on that.

Sir, that is all that | have to give in terms of answers. There is one last question which Shri Jayadev Galla asked about Amravati
Bench which is still in Hyderabad. Yes, the Amravati Bench has been named and notified but it is still in Hyderabad pending

infrastructural development in Amravati. So, till then, unfortunately, it has to remain there.

Arvind Sawant Ji did ask as to why the State does not do anything about things when companies are going bad. The State does
not have a role in this. This is clearly a commercial thing and it is for the Committee of Creditors to take a call and if there is no
resolution plan or resolution plan is unacceptable to the Committee of Creditors, then it goes to liquidation. So, the Government has no

role in this.
Thank you.
*m23

SHRI KALYAN BANERJEE (SREERAMPUR): | want to tell you from the ground level that tremendous corruption is now existing in
Debt Recovery Tribunal and up to NCLT. It has become a hub of corruption. As the Minister of Finance and Corporate Affairs, | called
you on mobile to report against an officer, you may kindly keep him under your supervision. You did not extend it after 20 days. |
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appreciate this but you may kindly keep a vigil, if required. From my experience | am saying that in metro cities of Kolkata, Delhi and
Mumbai, | do not know about other places, these have become a hub of corruption. You may kindly take care of those persons who are

being appointed.
*m24

SHRI ADHIR RANJAN CHOWDHURY : Hon. Speaker, Sir, given the salience and significance of this important legislation, you may

allow me a couple of minutes.

| will first like to appreciate your endeavour in being able to convince the House about the Bill. But the fact is that there is always
a slip between the cup and the lip. It has to be admitted and acknowledged. Yes, it is true that IBC is not a Code of recovery as has
been mentioned by the hon. Finance Minister. But it has been brought for enhancing the insolvency resolutions and ensure the just
nature of procedure in the vicinity of insolvency. Therefore, | am talking about the justice that is sought to be provided through the

provisions in the Bill. In this Bill there is no justice and it is very much partial in nature towards the corporate.

Secondly, | only wish to buttress legislative muscle of the hon. Minister. There is a very dangerous assumption that every
company is affected badly by COVID-19 and everyone will be pushing for insolvency. This is a generalised assumption without
consideration to subjectivity of the situation. The subjectivity of this can vary as the incidence of COVID-19 is not same on all
companies and also not everyone will run for insolvency in the wake of the pandemic. It is important to note that they have different

options to rely upon. In this regard you have stated that a number of nations have adopted various procedures and measures.
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Sir, | would like to suggest to the hon. Finance Minister to kindly go through the World Bank report on COVID-19 Outbreak --
Implication on corporate and individual insolvency. It has suggested other measures like establishing informal out of court or hybrid
workout framework, encouraging e-filings, virtual court hearings and out of court solution in insolvency cases etc. which are not being
looked into by the Government. To seal vulnerable businesses from all quarters India could emulate the Singapore model so that India

could have taken inspiration from Singapore’s COVID-19 Temporary Measures Act, 2020.

Sir, here some hon. Members cited the examples of countries like Germany, USA etc. When this COVID-19 was just beginning to
surface in Europe, Germany suspended its insolvency filing obligation for six months like India but also extended lines of credit
providing liquidity guarantees as well as economic grant for businesses to the tune of 750 billion pounds. The economic package
announced by India’s Finance Minister contains directly bail outs only for MSMEs by providing an emergency credit line, collateral free
loans. But these exclude the remaining companies from the infusion of much needed liquidity for possible re-capitalisation that will help
maintain solvency. The Danish Government has decided to compensate for some of the fixed cost that the cash trapped companies

have to pay. These are some of the issues that | would like to bring to the kind attention of the hon. Finance Minister.

Sir, | would like to submit to the hon. Finance Minister, if possible, could she be able to cite the names of those wilful defaulters,

at least one to ten, so that we could also understand the gravity and significance of the situation?

Last but not the least, | have not told that these kinds of Ordinances should not be promulgated. | have tangentially referred to
this issue. But in general, this has become a practice of this Government to promulgate Ordinances on each and every issue. That is
why, in my initial remarks, | objected to this kind of a practice. Certainly, it should be used as an exception and not as a rule. That is

my suggestion to the hon. Finance Minister.
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et fFrfer SarRaer : 3R S, &R U BT PIfdS-19 6F aoig J T¢F T8 aldT, Al SU P SRS HT | 3 fSHIRITS AT 31a9T® &
3N 3 IR N 89 IT %8 & | IMTSSTci!, 3PN T8 &I HhdT &, dl &I FohdT &, TN fShRfIte ot & fo1v off ditheMew a1y 3iR difds-19 &
THY H I8 IRIHT & | 3 eIl [STRIATC R bl BT TSS9l DRAT TS SR TS b FHI H B B JTAR RS2 Htherel
Pl G, I8 Teiic I, Ira dfe-TR b FRT HRATS | T I8¢ bricilhes &, g8 fHifRyuet S 8, oifchd BRI H o1 & Y fldkend & | &5 i o
RIS B9 Rt TeuHs & fofv &) F81 fou & | R vavus darex &Y A7 T, IAFT & & 15 SHBT U= 89+ TelUoldol, UTthee,
AR, STaey, SIT 39T Fotif-idh TolT I8 &, I THT Bl Y T s fhaT & | ST AT THUIUHS & dad & 31K 894 Sra URINeT Hf THuauHs ol
3 8, fhT ISP T1S TelUaTd S, HtheTesd 3N Bl Hf TaRIcS HRaT | BIC-BIC A&RI H SIl AICS TBISCH! Ry Tell 32 & AT g B Tl I8
g, S/acy ST 3UA AT Tell 38 &, STH %ol BH PRl §, 6 H IAMT &, $9 oy saRoid! forfarafedt wise TRE g9+ & &, 39 ot
TgACS fhaT & | I8 Phdof THUGUHS & ol &F 18l &, Sfod S Ve [T & | ST ATH hdel THTAUHS & AU 8T TRIT 8 |

TR Bl dTet, TR e aTell =1 91 &1 | 87 Ie At Fel1aRelt siare foam o darg i el T 2 fob I8 ot Goracs Y 3iR et off
Il S ATRY, Ive &l | T P AT Bled, SRH ddre dlel da 4 forfarafect of, 3d foly FelloRell o Pl S¥Caei™T a1 g3 & | Segaed
o & 918 H YU 781 40 Y81 § | 8 H U IR I ST HY 7FT R8T § fo febe= oA abl e U & & @ik 3 b &Teral # 311y 3R Ive UfSered
RieraRel 7 ot gV Taric's b AT el | & U8 b AR PR Y@ & | 5RT Y&t DeT & fob I8 chelel THUHUAS e &1 Aifie el & |

AT STEY : 379 AT G gul 09 I FJe 8T |

3refiR I5 S, T 3 o v 7R €72

*m26
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it arefiv o TteR: areer S, 31T Hiewr AR |

HaH0T S, A9 b & eifehT a1 ctdet A Slep 1 A Refelere Tl €I 8 | T b URY 4T 78l Ugere & | 34 Ueet Y el & 37K 31
g BT § | 31T 9 9T H SATT DI DIFTY | 31T TG P PR DY DI B & 8, effebT erHrelf TFep U7 qgem H hrehl fereher JATET & |

Fifch dcp aTet PTehT X8 DY ferepel UaT Rl & | I Al b oy arST qRepet BT & | R ST & 31T Fa A 43 PR dbecil &, I
BRI A SFHTRRNIST & ORT UAT 8T UgeIdT & | $9 8Tefd Pl ad §U 3R MY SeigRimer ORT dve 6T 8, 389 T {3 3119 SRe) el &1
PITTeT BT | T ol H STTT TR NI fAGST v et AT A8 § |

Sl fPrfer Hieaor : 9gd-s8 g=aa1e | Very kind of you!

AT STEET : T JHT bl & 00T 1o 41T 37elR 39 TeRt gRT IR AifAfe eved i arad forar sme?

GIfdlerep Gepcq GHT &1 g4I & arae [orr 7/ |

HFHIT STETeT : UH TS &

“fp feaTer 37k 9MerT 318MEdT GfdT, 2016 BT 3R FeT e Tl fTeyep, Iod AT gIRT JATITNG N fem fehar e 1

XTI Tl 83T |
A 3TEE : 379 T fA8eh IR Wed faam vt |

G2 YRI5 PraMeT

TFRT STEET: +1T AHRRY Qe IATehT, T T G FEAT 1 3R 3 IR HRAT AT 87
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SHRI SAPTAGIRI SANKAR ULAKA (KORAPUT): | beg to move:

“Page 1, line 10,--
for “25th March, 2020 for a period of six months”

substitute  “30" April, 2020 for a period of eleven months™. (1)

“Page 2, line 6,--
for “25" March, 2020”
substitute  “30" April, 2020, (3)

HFHRT STEET: 319 1 i FHART S~ IATHT GRT T 2 H YT AT T 1 3R 3 T FHT b GHE A o fofy I@T |
GG FAGTT P 1017 %2 T TT 3%liepet §Y |

AFFRT STERTET: #fT SR RiE et — Iufeerd 7t |

PR

“fep g 2 fIeraes &1 T a7 |”

IR g 83T |
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@< 2 [Aegs 5 SIS fogr 1T |
@< 3 31V 4 ey 3 Sirg fear 13 |
G 1, SR 7 37IR faelras a7 Q=7 777 faeiras 3 i Q7 17 |

HFIRT 3TETE : 319 H3il Sif YRATd v o o AT gRT U1 faeraes by urie fepam 5o |
SHRIMATI NIRMALA SITHARAMAN: | beg to move:

“That the Bill be passed.”

AT STEe : TH IE &

“{%p fyerrep qTiRe fapar S

IRATe 1T §3T |
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