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Bankruptcy is a legal proceeding in which
you put your money in your pants pocket

and give your coat to your creditors.

-Joey Adams




IBC status: Glass half empty or half full?

No. of cases

2,162 1,292

As on 30 June 19

Resolution plans

475 approved for 6% of the

petitions admitted

by NCLT
174 l
R 120
B
Petitions Resolution Process Liquidation Closed by Withdrawal under Resolution
approved by NCLT in Progress order passed appeal/review section 12A plan approved

Source: IBBI
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>50% of approved petitions pending for more than 180 days

No.of petitions

1,292 277

As on 30 June 19

349

445

Total Less than 90 days 90 to 180 days 180 to 270 days More than 270 days

Source: IBBI
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Gap between admissions and closures widening each quarter

Need to look

at structural
solutions to
address the gap

Jan-Mar’17  Apr-Jun’17 Jul-Sept’17 Oct-Dec’17 Jan-Mar’18 Apr-Jun’18 Jul-Sept’18 Oct-Dec’18 Jan-Mar’19 Apr-Jun’19

" Cumulative admissions [ Cumulative closures

Source: IBBI, BCG Analysis; data up to June 2019 4
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Comprehensive ecosystem built for efficient functioning of IBC
Interventions needed across to address increasing backlog

Insolvency Professionals
~2,700 registered IPs

NCLT Benches
2 new benches being added at
Amravati, Indore

Insolvency Professional Entities
55 registered IPEs

Registered Valuers

11 entities recognized as RVOs;
~2,000 Registered
Valuers enrolled

Insolvency Professional Agencies
3 registered IPAs

Information Utilities
NeSL is the sole information utility

Source: I1BBI; Data up to June, 2019
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Wholesale and retail trade with highest closure rate; construction,
electricity lowest

214 899 421 226 227
55% 58% 58% 61% 62% 62% 65% 67%

Wholesale & Manufacturing  Transport, Storage Real estate, Others Hotel and Electricity Construction
Retail Trade & Communications renting Restaurants
Ongoing M Closed Total no. of CIRPs O % of CIRPs to total no. of CIRPs

Source: I1BBI; Data up to June, 2019 6
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No. of CIRPs initiated by operational creditors is greater; however haircuts

similar across FCs and OCs

Total no. of CIRPs (%)

o

40

39

FY18 FY19

] Corporate Debtor Fc Il oc

1. Data for 92 CIRPs that have resulted in a resolution plan
Source: I1BBI, ICRA; Data up to March, 2019

Total claims (Rs. k Cr)" (%)

8.1

160.6

Operational

creditors Financial
creditors

Il Haircut I Recovered

d.
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Significant shift in interpretations of law on rights of creditors

02 Aug, 2017 25 October, 2018 04 July, 2019 29 July, 2019 19 Aug, 2019
NCLT admitted Essar Steel  CoC of Essar Steel votes NCLAT approves Amendment introduced Supreme Court hearing on
for insolvency proceedings  with 92% majority to Resolution Plan presented  clarifying the priority of Essar Steel in light of
under the IBC select ArcelorMittal by ArcelorMittal—However  FCs over OCs in the recent amendments

and Nippon Steel grants equal treatment to resolution process to IBC

JV as the winning bidder FCs and OCs in the
resolution proceeds

NCLAT ruling against SC order in Swiss ribbons case where the court Upheld the distinction between

financial and operational creditors

“There is an intelligible differentia between the FCs and OCs which has a direct relation between the objects sought to be achieved
by the code. Classification between FCs and OCs is neither discriminatory, nor arbitrary, nor violative of Article 14”

Source: Press search 8
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Liquidation: Too little too late?

Of these 11 have been Closed by

Dissolution with amount distributed of

As on 30 June 19

475
I 7 — 458
Liquidation Final report Ongoing Less than 90 to 180 days 180 to 270 days 270 to 360 days More than
initiated submitted 90 days 360 days

Source: IBBI
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Improvement seen vs. starting point; how do we step jump?

Time for resolution
(in years)

6

Recovery rate of 26.5% with
avg. resolution time at 4.3
years, while avg. cost of
resolution at ~9% of estate

Economies with recovery
rate of ~40% and
resolution time

<3.0 years l
; South Korea
United Kingdom Singapore
: : : Germany—
* /
: United States

Economies characterized by
recovery rate in excess of
80% and resolution time
<1.5 years

Hong Kong

@ Size of the bubble indicates the cost of resolution (% of estate)

Source: World Bank “Resolving Insolvency Index” 2018

Recovery rate (%)

10
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@
Key questions

for our
discussion today

It has been three years since IBC came into inception—
what has worked well so far?

What are the key challenges being faced that hamper
efficient and effective functioning of IBC?

Will the recent amendments pave the way for faster and
fairer outcomes and help in stabilizing the IBC?

What are further steps required going forward for
improving performance of IBC?

11
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