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Karunendra S.Jasti 
President 

President’s Desk

After the lockdown 
from 1.0 to 4.0, the 
government has 

announced Unlock-1, the 
economy is limping back 

to normalcy, and slowly the economic activities 
are picking up. The COVID crisis made big blow 
on India’s GDP growth rate prospects that is 
already on a declining trend and recorded all time 
low of 3.1 percent in the last quarter of 2019-20. 
The World Bank estimated that India grows at 
1.5-2.8 percent rate in the FY2020-21, because 
of shutting of factories & businesses during 
lockdown, prohibition on travel, and restriction 
on mobility of goods and people that has resulted 
in domestic supply and demand disruptions.
India’s Power sector continued to be under stress 
and the COVID-19 crisis has resulted in huge loss 
for state DISCOMs due to fall in consumption of 
energy. The Federation welcomes the Ministry 
of Power proposed new scheme worth 3 Lakh 
Crores for five years to Finance Commission in 
order to reduce the losses in Power sector. It’s 
a positive move which may provide some relief 
to the DISCOMS.
I congratulate the Government of Telangana, on 
the occasion of completing six years of Formation. 
The government has tirelessly worked towards 
making the state one of the most attractive 
destinations for investments and also working 
hard to improve the status of agriculture and 
farmer’s income. The State has also encouraged 
industries through different schemes such as 
T-IDEA, T-PRIDE under which incentives to the 
industries are provided. The Government took 
up a number of developmental as well as welfare 
programmes to put the Telangana economy on 
a higher growth trajectory. 
I am happy to inform that the federation has 
conducted various webinars and workshops 
in relation to the impact of COVID-19, such as, 

EXIM Trade, development Strategies for MSMEs, 
Digital Tools for Business; Easing of Statutory 
compliance under GST; Impact on Insolvency and 
Bankruptcy Code; Supporting the agriculture and 
horticulture- approaches and strategies; Travel 
& Hospitality etc.
The Federation also had Interaction with Union 
Ministers and also Telangana State Ministers to 
understand the guidelines issued with regard to 
industry & business operations, to discuss the 
challenges and difficulties faced by the industries 
more particurlay MSMEs and suggested measures 
for relief. The Representative of Federation 
interacted with Mr. G. Kishan Reddy, Union 
Minister of State for Home Affairs, Government of 
India, Shri. Nitin Jairam Gadkari, Union Minister of 
Micro, Small and Medium Enterprises & Minister of 
Road Transport & Highways, Government of India, 
Shri T. Harish Rao, Minister of State Finance, 
Government of Telangana, and Shri. K. Taraka 
Rama Rao, Minister of Municipal Administration 
&Urban Development and Information Technology 
& Communication, Government of Telanagana.  
An Online session was conducted with Shri. Suresh 
Prabhu, Sherpa G20, Shri. Jayesh Ranjan, Minister 
for commerce and industries, Government of 
Telangana and Prof. Mahendra Dev, Director of 
Indira Gandhi Institute of Development Research, 
Mumbai on the topic “Impact of COVID-19 on 
Indian Economy”.
I request everyone to be safe, and follow the 
regulations of COVID-19 safety measures. Let’s 
all fight against the pandemic and I believe that 
we together can come out with this corona virus. 
India is trying its best to deal with the pandemic 
and I want to thank all the frontline workers in the 
COVID-19 situation, the doctors, nurses, health 
workers, and police who are constantly working 
for the safeguard of the public. 

Dear Members
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Power News

10 Major Takeaways for Coal and Power Sector 
from IEA World Energy Investment 2020 
Report:
The Covid-19 pandemic has set in motion the largest drop 
in global energy investment in history, with spending 
expected to plunge in every major sector this year – the 
International Energy Agency (IEA) has said in its report 
titled “World Energy Investment 2020”. Here are the 10 key 
takeaways from the report:
1. Investment in coal supply was around $ 90 billion in 2019, 

a 15 per cent increase compared to 2018. China was by 
far the largest driver of growth in global coal investment 
in 2019, reflecting the increasing concentration of global 
coal demand in Asia and contrasting sharply with the 
dramatic reductions seen in some other parts of the 
world.

2. Low electricity demand in 2020 reduces the need for 
firm power, piling pressure on older less efficient coal 
plants, but there are still fewer retirements than newly 
commissioned capacity. The net additions of coal-fired 
plants in 2019 rose for the first time in five years, driven 
by an uptick in newly commissioned plants in China and 
in India.

3. In China low-carbon investments have not kept pace with 
electricity consumption growth, while weaker demand 
in India was surpassed by low-carbon investments for 
the first time in 2020.

4. Power demand growth was around 30 per cent lower in 
China, while India saw no growth for the first time in ten 
years. According to IEA, there are considerable downside 
risks to electricity demand in 2020 given the Covid-19 
pandemic and it estimates a drop in global electricity 
demand of 5 per cent in 2020.

5. The global power investment is set to fall to its lowest 
level in over a decade in 2020. Overall power investment 
around the world is set to decline in 2020 by an estimated 
10 per cent as a result of the Covid-19 pandemic.

6. Shrinking coal demand, lower coal prices, environmental 
pressures and disruptions to supply chains and operations 

are set to bring a 24 per cent decline in coal supply 
investments in 2020.

7. A combination of falling demand, lower prices and a 
rise in cases of non-payment of bills means that energy 
revenues going to governments and industry are set to 
fall by well over $1 trillion in 2020. Energy investment is 
set to fall by one-fifth due to Covid-19 pandemic.

8. Global investment in electricity networks fell by 7 per cent 
in 2019 due to decreased spending of China in Asia.

9. Nuclear power sector would likewise see increased 
investment, particularly in China, with additional annual 
spending of $ 10 billion and India with an additional $ 5 
billion.

10. According to IEA, reversing expectations of an uptick 
in spending in technology all parts of the power sector 
are set to be affected by mobility restrictions, delays in 
project development and lower power demand.

https://energy.economictimes.indiatimes.com/news/power/10-
major-takeaways-for-coal-and-power-sector-from-iea-world-energy-

investment-2020-report/76071711 

New Tariff Policy to end power tariff 
differentiation among consumers: 
India proposes to end tariff differentiation between 
electricity consumers by charging them as per their 
consumption rather than on the basis of the end use of 
power. The Centre expects the proposal, along with other 
proposed National Tariff Policy amendments, will be the 
biggest consumer-centric reforms. Domestic power tariffs 
are low in India, while the industrial tariffs are among the 
highest in the world due to cross subsidization.
The Tariff Policy proposes six categories of consumers 
on voltage basis against the present 50-60 categories and 
sub-categories, a senior government official said. States, 
however, are apprehensive that the policy could be difficult 
in implementing though the Centre had consulted them 
before finalizing it.
The other proposals of the tariff policy include laying 
service standards for power distribution companies 
(discoms) including 24x7 power supply, penalizing gratuitous 
load shedding and ban on passing on more than 15% of 
commercial losses to consumer tariffs. The policy also 
proposes direct benefit transfers to agricultural and rural 
consumers and reduction of cross subsidies on large open 
access consumers to 20% within four years.
The amendments to the National Tariff Policy, which have 
been approved by a Group of Ministers (GoM) led by Defence 
Minister Rajnath Singh, is expected to be taken up by the 
Union Cabinet. “The changes to the National Tariff Policy 
have been finalized and the policy is likely to be sent to 
Cabinet for approval. The inter-ministerial consultations 
were held earlier,” the government official said. The policy 
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proposes to simplify categorization of electricity consumers 
by fixing tariff on the basis of quantity consumed against 
the present system of differentiating on the basis of land 
use, another official said.
https://energy.economictimes.indiatimes.com/news/power/in-biggest-

consumer-centric-reforms-govt-proposes-to-end-power-tariff-
differentiation-among-consumers/76147277

Power minister proposes a new scheme worth 
Rs 3 lakh crore to finance commission
Power minister RK Singh proposed a new scheme for the 
power sector amounting to Rs 3 lakh crore spanning five 
years, in his meeting with the 15th Finance Commission 
(FC) on 29th May, 2020.
Officials of the power ministry discussed the need to 
restructure the power system to make states responsible for 
the financial health of their power distributions companies 
(discoms).
This would entail recalibrating state borrowing limits 
under the Fiscal Responsibility and Budget Management 
(FRBM) Act, to account for the added liabilities. The new 
scheme included an amalgamation of old schemes under 
the power ministry and focused on reducing losses in the 
power sector, separate feeders for agriculture and smart 
prepaid meters. 

https://energy.economictimes.indiatimes.com/news/power/power-
minister-proposes-a-new-scheme-worth-rs-3-lakh-crore-to-finance-

commission/76101662

Power consumption declines 14% to 103 billion 
units in May
Power consumption in May declined by 14.16 per cent to 
103.02 billion units (BU) compared to 120.02 BU a year 
ago, mainly due to low demand amid corona virus-induced 
lockdown. However, the slump in power consumption 
has narrowed down in May to 14.16 per cent from 22.65 
per cent recorded April in this year. The entire month of 
April had witnessed low power demand due to COVID-19 
lockdown.
According to power ministry data, the total electricity 
consumption was 103.02 billion units in May this year 
compared to 120.02 BU in same month year ago. The data 
showed that power consumption in April dipped 22.65 per 
cent to 85.16 billion units (BU) compared to 110.11 BU in the 
same month a year ago. The government had imposed 
lockdown from March 25 to fight the deadly corona virus 
in the country. This also resulted in lower commercial and 
industrial demand in April as well as May.
The peak power demand met in May stood at 166.42 GW 
(recorded on May 26), which was 8.82 per cent less than 
182.55 GW in the same month a year earlier. Similarly, the 
peak power demand met in April stood at 132.77 GW, 25 
per cent less than 176.81 GW in the same month a year 
earlier. This also shows that the slump in power demand 
has narrowed down considerably and it is inching towards 

normal levels recorded in the period under review last 
year. 

https://www.businesstoday.in/sectors/energy/coronavirus-lockdown-
power-consumption-declines-14-to-103-billion-units-in-may/

story/405544.html

India, Denmark sign MOU for cooperation in 
power sector
India and Denmark have signed a memorandum of 
understanding (MoU) on bilateral energy cooperation. It 
was signed by Sanjiv Nandan Sahai, Secretary at Ministry of 
Power from the Indian side and Freddy Svane, Ambassador 
of Denmark to India from the Danish side. The MoU provides 
for collaboration in offshore wind, long-term energy 
planning, forecasting, flexibility in the grid, consolidation 
of grid codes to integrate and operate variable generation 
options.
Apart from this, flexibility in the power purchase 
agreements, incentivizing power plant flexibility, variability 
in renewable energy production etc are also the areas 
where the Indian electricity market would benefit from 
cooperation with Denmark. For implementation of the 
identified areas, a Joint Working Group (JWG) will be 
established under the MoU. The JWG will be co-chaired by 
Joint Secretary level officials and will report to a Steering 
Committee, jointly chaired by the Secretary level officer 
from both the sides.

https://energy.economictimes.indiatimes.com/news/power/india-
denmark-sign-mou-for-cooperation-in-power-sector/76273860

Indian Energy Exchange launches real-time 
electricity market to meet power needs
Energy trading platform Indian Energy Exchange on June 
1st, 2020 launched the real-time electricity market (RTM), 
a move that will help utilities buy and sell power just an 
hour before the requirement. The RTM enables consumers, 
including distribution companies (discoms) and captive 
users, to buy power on exchanges just an hour before 
delivery. The real time market is an endeavour by the 
regulator, CERC, to make the power market dynamic by 
enabling trade in electricity through half-hourly auctions, 
Indian Energy Exchange (IEX) said in a regulatory filing. 
There will be 48 auction sessions during the day with 
delivery of power within one hour of closure of the bid 
session, the filing added. 
The new market segment will foster greater flexibility, 
competition and efficiency in electricity sector and address 
the emerging needs of the time. With the fast-paced 
shift towards renewable energy, the real-time electricity 
market will facilitate the distribution utilities to manage 
the challenge of intermittency associated with renewables, 
the filing said.

https://www.businesstoday.in/sectors/energy/indian-energy-exchange-
launches-real-time-electricity-market-to-meet-power-needs/

story/405521.html
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eCoNoMYWatch
World Bank sees FY21 India growth at 1.5-2.8%, 
slowest since economic reforms 30 years ago
India is likely to record its worst growth performance since 
the 1991 liberalisation this fiscal year as the corona virus 
outbreak severely disrupts the economy, the World Bank 
said. India’s economy is expected to grow 1.5% to 2.8% in 
the 2020-21 fiscal which started on April 1, the World Bank 
said in its South Asia Economic Focus report. It estimated 
India will grow 4.8% to 5% in the 2019-20 fiscal that ended 
on March 31. The COVID-19 outbreak came at a time when 
India’s economy was already slowing due to persistent 
financial sector weaknesses, World Bank report stated. To 
contain it, the government imposed a lockdown, shutting 
factories and businesses, suspending flights, stopping 
trains and restricting mobility of goods and people. The 
resulting domestic supply and demand disruptions (on the 
back of weak external demand) are expected to result in a 
sharp growth deceleration in FY21 (April 2020 to March 2021) 
it said, adding that the services sector will be particularly 
impacted.
A revival in domestic investment is likely to be delayed given 
enhanced risk aversion on a global scale, and renewed 
concerns about financial sector resilience. Growth is 
expected to rebound to 5% in Fiscal 2022 (2021-22) as the 
impact of COVID-19 dissipates, and fiscal and monetary 
policy support pays off with a lag, the World Bank said.

https://www.thehindu.com/business/world-bank-sees-fy21-india-
growth-at-15-28-slowest-since-economic-reforms-30- 

years-ago/article31322011.ece

Global economy to plunge into worst recession 
since WW-II: World Bank
The global economy, which has plunged into a severe 
contraction, will shrink by 5.2 per cent this year due to 
the massive shock of the corona virus pandemic and the 
shutdown measures to contain it, the World Bank stated. 
According to the report, economic activity among advanced 
economies is anticipated to shrink by seven per cent in 2020 
as domestic demand and supply, trade and finance have 
been severely disrupted. Emerging Markets and Developing 
Economies (EMDEs) are expected to shrink by 2.5 per cent 
this year, their first contraction as a group in at least 60 
years. Per capita incomes are expected to decline by 3.6 
per cent, which will tip millions of people into extreme 
poverty this year, the blow is hitting hardest in countries 
where the pandemic has been the most severe and where 
there is heavy reliance on global trade, tourism, commodity 
exports and external financing, according to the report.
Beyond the staggering economic impacts, the pandemic will 
also have severe and long-lasting socio-economic impacts 
that may well weaken long-term growth prospects -- the 
plunge in investment because of elevated uncertainty, the 

erosion of human capital from the legions of unemployed 
and the potential for ruptures of trade and supply linkages. 
The current projections suggest that the corona virus 
recession will involve a decline in global per capita Gross 
Domestic Product (GDP) by 6.2 per cent, making it the 
deepest global recession since 1945-46, and more than 
twice as deep as the recession associated with the global 
financial crisis.
The World Bank report said that the global economy has 
experienced 14 global recessions since 1870: in 1876, 1885, 
1893, 1908, and 1914, 1917-21, 1930-32, 1938, 1945-46, 1975, 
1982, 1991, 2009 and 2020. Current forecasts suggest that 
in 2020, the highest share of economies will experience 
contractions in annual per capita GDP since 1870. The 
share of economies in recession will be more than 90 
per cent, even higher than the proportion of about 85 per 
cent of countries in recession at the height of the Great 
Depression of 1930-32. 

https://economictimes.indiatimes.com/news/international/business/
global-economy-to-plunge-into-worst-recession-since-ww-ii-world-

bank/articleshow/76267007.cms?utm_source=contentofinterest&utm_
medium=text&utm_campaign=cppst

Economy to shrink despite stimulus: 
Economists
Economists are slashing their forecasts to factor in at 
least five percent shrinkage in the economy after the fiscal 
stimulus that is unlikely to boost demand to offset for lost 
growth as well as give a fresh impetus. While Nomura 
has forecast recession-three consecutive quarters of 
recession, Goldman Sachs, Bank of America, UBS and HSBC 
have been less harsh with economy contraction forecast 
ranging from 0.1 percent and 3.5 percent.
Ever since COVID-19 assumed pandemic proportion and 
the lockdown in the economy since end March, economists 
have had several rounds of revisions in their growth forecast 
with every successive forecast projecting lower growth than 
the previous one. The stimulus package may fall short of 
mitigating the near-term challenges for some businesses, 
but it is better designed to improve India’s medium-term 
growth potential and attract long-term risk capital. As 
a consequence, we maintain our GDP growth projection 
for 2020 at -5% year-on-years (y-o-y). Nomura cut its 
projection for real GDP growth in 2020 to -5.0% y-o-y from 
-0.5% just before the finance minister’s stimulus package. 
“We now expect year-on-year growth to remain negative 
for three consecutive quarters, with growth faltering to 
1.5% y-o-y in January-March’20 before plunging to -14.5% 
in April-June’20 and then weakly recovering to -6.0% in 
July-September’20 and -1.5% in October-December’20. The 
overall 10%-of-GDP package focused more on medium-term 
supply-side measures, and funding via future public-sector 
liabilities” said India economist at HSBC. We forecast the 
general government fiscal deficit at 10%-of-GDP; and 
growth to contract 3% y-o-y in 2020.
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https://economictimes.indiatimes.com/news/economy/
indicators/economy-to-shrink-despite-stimulus-economists/

articleshow/75805515.cms?from=mdr

India Unlocks: Businesses limp back to action
Commercial establishments like malls, restaurants, 
shopping centres, and office complexes on Monday 
reopened across most parts of the country after two-
and-a half-months as part of the government’s Unlock-1 
measures. Though by no means it was business as usual 
but certainly it pointed towards businesses limping back 
to normalcy.

https://www.financialexpress.com/economy/india- 

unlocks-businesses-limp-back-to-action/1985253/

Extension in deadline for availing 15 percent 
corporate tax rate benefit:
Finance Minister Nirmala Sitharaman on June 1, 2020 
said the government will consider an extension in the 
deadline for availing the lower 15 per cent corporate tax 
rate on new investments, due to the COVID-19 pandemic. 
In the biggest reduction in 28 years, the government in 
September last year slashed corporate tax rates by up 
to 10 percentage points to attract private investment 
and push sagging economic growth. Base corporate tax 
for existing companies was reduced to 22 per cent from 
30 per cent, and to 15 per cent from 25 per cent for new 
manufacturing firms incorporated after October 1, 2019, 
and starting operations before March 31, 2023.

Addressing members of FICCI, the minister assured the 
industry of all possible government support with the 
intent of supporting Indian business and reviving the 
economy. The minister suggested the industry to submit 
their recommendations related to the ministry of corporate 
affairs or Sebi deadlines so that necessary steps could 
be taken.

https://www.financialexpress.com/economy/govt-to-consider-
extension-in-deadline-for-availing-15-pc-corporate-tax-rate-benefit-

nirmala-sitharaman/1985218/

India plans to hike edible oil import taxes to 
boost local supply, sources say
India is considering raising import taxes on edible oils 
as the country seeks to become self-reliant by boosting 
local oilseed production with the help of tax revenues, two 
government and two industry officials stated. The tax hike 
could curb the world’s biggest vegetable oils importer’s 
purchases and weigh on Malaysian palm oil, along with soy 
and sunflower oil prices, while propping up local prices of 
oilseeds such as rapeseed, soybean and ground nut.
“We’re considering a proposal to increase some tax on edible 
oil. If we do decide to the funds would be used to increase 
the production in the country,” a government official said. 
Another government official and an industry source said the 
tax could be raised by 5%, but that a decision had not yet 

been taken. India currently levies 37.5% and 45% import tax 
respectively on crude and refined palm oil. Imports of crude 
soybean oil, crude sunflower oil and rapeseed oil attract 
35% import duty. This move is a part of Prime Minister 
Narendra Modi’s push toward reducing India’s dependence 
on imports and raising cash to support local production. In 
India, oilseeds such as rapeseed, soybean and sunflower 
are mainly cultivated in rain-fed areas, while farmers with 
secure irrigation prefer wheat and rice that the government 
buys from them at a set price for public welfare schemes. 
India annually imports around 15 million tonnes of edible 
oils, including more than 9 million tonnes of palm oil and 
about 2.5 million tonnes each of soy oil and sunflower oil. 
It buys palm oil from Indonesia and Malaysia and other 
oils, such as soy and sunflower oil, from Argentina, Brazil, 
Ukraine and Russia.

https://economictimes.indiatimes.com/news/economy/foreign-trade/
india-plans-to-hike-edible-oil-import-taxes-to-boost-local-supply-

sources-say/articleshow/76266851.cms

America’s DFC to invest $350 million in India:
The US International Development Finance Corporation 
(DFC) is looking to invest $350 million in India to support 
multiple projects in the country’s financial services sector, 
health infrastructure, renewable energy and food security 
space. DFC, known as America’s development bank, has 
approved loans worth $142 million for ReNew Power and 
$50 million for Sitara Solar Energy to build and operate 
solar power plants in Rajasthan, $50 million for Northern 
Arc Capital to scale up lending to businesses that expand 
access to water, sanitation, and food or advance women’s 
economic empowerment, besides committing to invest in 
several other projects.

https://economictimes.indiatimes.com/news/economy/finance/
americas-dfc-to-invest-350-million-in-india/articleshow/76213629.cms

RBI creates 500 cr. fund to boost payment 
infrastructure
The RBI has created a Payments Infrastructure Development 
Fund (PIDF) to encourage acquirers to deploy Points of Sale 
(PoS) infrastructure — both physical and digital modes — in 
tier-3 to tier-6 centres and north eastern states.
RBI will make an initial contribution of rs.250 crore to 
the PIDF, covering half of the fund, while the remaining 
contribution will be from card-issuing banks and card 
networks operating in the country. “Over the years, the 
payments ecosystem in the country has evolved with a 
wide range of options such as bank accounts, mobile 
phones, cards, etc. To provide further fillip to digitization 
of payment systems, it is necessary to give impetus to 
acceptance infrastructure across the country, more so 
in under-served areas,” the RBI said. The PIDF will be 
governed through an Advisory Council and managed and 
administered by RBI.
https://www.thehindu.com/business/Economy/rbi-
creates-500-cr-fund-to-boost-payment-infrastructure.
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The Indian Economy:
The main culprit for slow pace of 
growth and a general mood of non-
optimism was, and continuous to 
be, attributed to dearth of effective 
consumption demand. This, in turn, 
has affected, for the last few years 
now, the motivation for investment in 
the private sector. In addition, we have 
a large unemployed / unemployable 
workforce which has only added to the 
economic woes of our economy. The 
stock market has been rather volatile 

and while select scrips have made 
a great impact (Nestle, HUL and the 
likes), many others have not done as 
well as they should have. It is indeed 
a contradiction of thought that while 
want of consumption effective demand 
ails the economy, FMCG companies 
are doing very well as reflected in the 
bull ride of share prices. In spite of 
huge government outlays, through 
various schemes and direct transfers it 
remains enigmatic that there is dearth 
of consumption demand – a baffling 

riddle indeed. 

COVID – 19 – A Caveat:

In the immediate context, the 
coronavirus which has struck the 
world, is at play in India too. The 
Government is seized of the issue, 
medically and socially, hence the 
lockdown which is still on. 
The lockdown has brought the economy 
to an almost standstill because the 
wheels of the economy, that are 
supposed to maximise the wealth 

Revival of the Indian  
Economy-Post Lockdown

The Indian economy though doing relatively better in terms of growth rate (6%) as 
compared to some of the developed countries of the world, was facing stress and sluggish 
growth due to the various bottlenecks between the inter-related processes between key 
economic parameters like consumption, savings, investments, production, employment and 
consequently national income. 
The comfortable position of foreign exchange reserves has been achieved primarily due to the 
flow of substantial FDI into the Indian economy consistently over the past few years. However, 
the focus on increase in exports for sustained improvement in balance of trade has not taken 
place. 

*Dr. Guruprasad Murthy
*CA Dr. Vishnu Kanhere
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producing resources of the country, 
are literally moribund. And how long is 
the issue of balance between life and 
livelihood to be a day-to-day choice. 
This is indeed a choice between, as it 
is said, in Greek mythology, between 
Scylla and Charybdis. However, there 
is a need to open the economy in a 
calibrated manner. People affected by 
unemployment do not mind working in 
the present environment because the 
balance between life and livelihood is 
slowly shifting in favour of the latter.  
Government Response: 
The Government in its immediate 
response have announced a Rs. 1.7 
lakh crore outlay which included free 
distribution of food grains and other 
essential items along with direct 
transfers of liquid resources (cash) 
to the holders of Jan-Dhan Bank 
accounts. 
Challenges:
However, the magnitude of the task, on 
a pan India basis, is rather Herculean 
and requires measures, and that 
too urgently, beyond the stereotype 
interventions with patch work and 
piecemeal prophylactic. Thus, the 
thought-out remedy, may be worse 
that the disease. There are people 
suffering from the disease inflicted, 
the others living in slums and prone 
to the hazards of the virus along 
with many other fellow citizens from 
different walks of life. In addition, the 
social issues, arising out of “population 
afloat” – migrant urban workers 
who are literally quarantined in odd 
locations without knowledge as to 
when they will reach their home state / 
town /village. The poorest of poor, the 
proletariat as it were, are very badly 
affected, displaced from workplace, no 
job, no wage and no cash on hand, far 
away from their homes and not clear 
as to what next is in store for them 
and their families. The movement of 
migrant workers to their destinations 
is a welcome proposition.  
Thus, the Government has now a 
stupendous task of evolving and 
deploying immediately an approach 
to tackle the issue of rejuvenating 
the economy following or even during 

lockdown. The mood of the economy 
is rather down – pessimistic, fear 
psychosis, despair, dejection and 
disappointment. On the one hand, 
we have a global recession on cards 
due to COVOID  19. The IMF has gone 
on record to this effect and billions 
of dollars of aid are being pledged. 
On the other hand, in India, different 
business organisation, ASSOCHAM, 
other chambers of commerce, SBI, 
et al. have proposed different kinds of 
rescue packages along with staggering 
different amounts running into trillion 
of rupees. The rate of growth for FY 
2020-21 which was placed in the 
range of 5.1% to 5.5% (except one 
projection of 3.3%) is now visualised 
somewhere between 1.2% to 3.6% a 
perceptible decline indeed, the loss 
due to lockdown apart. In fact, Fitch 
has placed India’s growth at 0.8% for 
FY 2020-21 and 6.7% for the following 
year. It is indeed necessary to note 
that the GDP of India placed at US$ 
3.2 trillion and at US$11.3 trillion using 
purchasing power parity theory. Thus, 
on a pro rata basis, if the lockout is 
equal to x days (say) then the loss is 
equal to US$ 3.2 trillion / 365 days 
multiplies by x days. This would be 
the modicum loss ignoring the chain 
reaction post lifting of lockdown. 

Relief for Industry and other 
Stakeholders: 
The expectation of relief by industry 
and others, include Government 
interventions with packages which run 
into huge amounts (trillions of rupees) 
or identified as at least 3% to 4% of 
our GDP or even more. It is visualised 
that the Government outlay should be 
around ten times more than what has 
been initiated so far. 
There is a liquidity problem both at 
individual and institutional levels. 
Insofaras the former group is 
concerned, direct transfers may solve 
the problem but these persons are 
only a partial portion of the population. 
Individuals, not receiving wages from 
their employers and those who are the 
country proletariat – the migrant labour 
are in a deplorable state, increasing 
the possibilities of distress and 

consequent social-economic chaos. 
This part of COVID-19 management 
picture is to say the least, rather 
woeful thanks to want of effective 
civil administration. 
However, the Government is directly 
addressing Covid 19 with a strategy of 
creating awareness, training for health 
workers and others, mobilisation 
and provision of infrastructure, 
deployment of people, clear cut 
policies, expenditure and action – 
both palliative to reduce suffering and 
positive to boost the economy and 
finally – timely review and modification 
of the plan. 
What can Government Do – Manage 
Consumption and Investment: 
Given the situation, as described, it 
is necessary to do something and 
that too rather fast. An integrated 
approach is necessary for the 
Government to act as a pacesetter 
for moving the economy so that all 
economic parameters cited earlier 
and stakeholders, are adequately 
stimulated to move in a positive and 
proactive direction. This will let the 
multiplier effect to spread faster in 
letter and spirit. Consumption can be 
revived and the pace of increase can 
be sustained because of self-sustained 
demand revival. This will encourage 
factories and trade to lead changes 
in the direction and pace of the flow 
of supplies of goods and services 
to target consumption centres and 
groups. The flow of consumption 
should help to bring capacity utilisation 
of industry to levels which motivate 
expansion / diversification through 
incremental capital formation. New 
investments from the private sector 
which is lagging is rather static for 
a long time will provide enterprise 
a new sense of hope and positive 
expectations. It should be noted that 
no enterprise in the world will invest 
unless their profit motivation is well 
sustained. In economic parlance, 
this means incremental investment 
should fetch incremental, internal 
rate of return (marginal productivity 
of capital) in excess of incremental 
cost of capital adjusted for risk and 
uncertainty. Unless the business 
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environment is conducive to give 
a new direction and purpose, the 
expectations of enterprise cannot be 
sustained – thus investment revival 
becomes a difficult proposition. 
Profit Motivation – PAN India INC?
The profit motivation of business 
has to be well encouraged and duly 
sustained – be it large, medium, small 
or micro level enterprises. Certain 
sectors need an extra push because of 
historic sickness and general problems 
bothering the industry. Auto sector 
is an example. Again, in particular, 
MSMEs need careful attention – first 
to be revived then rejuvenated into a 
self-sustained growth process to act 
as feeder units to India INC and also for 
exports. However, the MSME sector has 
to be addressed after the large units 
are in a position to start their business 
to provide opportunities to MSMEs to 
revive their role as feeder units to the 
large scale sector. This is a necessary 
but not sufficient condition. 

Incentives for Industry – Large and 
Liberal Hearted Government: 
The revival and rejuvenation of industry 
depends on how soon a large and liberal 
package can be announced viz. 
4 Revival of aggressive and 

accelerated depreciation rates 
as well as tax credits for new 
investment viz. Section 32 and the 
former Section 32 A of the Income 
Tax Act 1961. 

4 Reintroduction of the erstwhile 
incentives under Section 35 of 
Income Tax Act viz. patents and 
copyrights, preliminary expenses, 
export market development 
allowances and a variety of creative, 
tax deductible expenditures.  

4 Aggressive encouragement in 
favour of research and development 
expenditure both scientific and 
business research to involve and 
develop state-of-the-art in different 
fields

4 Other incentives can include: 

* reduction in tax rates to 
encourage operating book profit 
and cash surpluses to sustain 

enterprises with respect to 
profitability and liquidity

* concessions in GST rates and 
its mode of operation

* weighted allowances to wages 
paid during lockdown period for 
working force at lower levels of 
echelons

* tax holidays in special economic 
zones focus on exports or 
sectors of strategic importance 
in the context of COVID-19 
including the MSME sectors

* advance tax payments 
which affects the liquidity of 
enterprise in the course of 
the financial year should be 
dealt with sympathetically for 
financial year 2020-21 – instead 
of three instalments, it may be 
two instalments viz. Dec., 2020 
and Mar., 2021

* suspension of minimum 
alternate tax and of payment 
of tax on dividends distributed 
by companies in the hands of 
shareholders for FY 2020-21.

This will be a radical move to adjust 
the liquidity issues of corporates and 
moderate call money rates at the time 
of advance payment. Banks have to be 
encouraged to bring a humane aspect 
to address the human problems in 
different sectors. A package of 
thousands of crores will be required 
to enable enterprise to set their 
business houses in order – they need 
to be empowered with quick credit on 
competitive terms so that enterprise 
can enact effectively and efficiently. 
However, liberal credit on competitive 
terms does not mean that prudence 
and caution are gone with the wind. 
Yet another approach could be 
providing a blanket tax holiday to 
enterprise for two quarters which can 
add so much financial energy thus 
providing the much required stamina 
– social, physical, financial and above 
all psychological.
Addressing the liquidity problem 
includes providing timely bank loans 
which would be a cash inflow to 
enterprise and suitable tax incentives 

which can provide reduction in cash 
outflow. Thus banks have to change 
their attitudes of providing an umbrella 
to borrowers when there is sunshine 
and withdrawing it when its starts 
raining. 
Fiscal Deficit: 
In all the above proposals, fiscal deficit 
is to be viewed as a means to an end 
rather than as an end in itself. What 
is important is targets achieved, 
in the wake of depressed business 
environment and dejected mood of 
people. Therefore, fiscal target need 
not be inelastic and inflexible. Yet, 
during the revival package in action, 
inflation has to be closely monitored 
to ensure that purchasing power of 
citizens is not adversely affected and 
real value of the rupee is at least at 
historic par. In turn, enterprise has 
to be highly energised to make use 
of the incentives and not only put 
their respective business houses in 
order but also ensure that the overall 
growth trajectory will provide new 
levels of equilibria to the economy 
as a whole. 
How Business Should respond 
– Manage Revenue, Cost and 
Investment?
Business fundamentals, all over the 
world, need to monitor three items viz. 
revenue, cost and investment. Hence, 
every enterprise now has to identify 
novel ways and means of controlling 
/ improving the said three parameters 
– thus, revenue management, cost 
management and effective and 
efficient management of investment 
become focused areas. 
Revenue Management: 
The economy was already 
characterised (in fact already suffering) 
from dearth of consumption demand. 
The question is how demand can be 
stimulated through timely, government, 
fiscal and other stimuluses. The 
anxiously and eagerly awaited pace 
setter investments, in the private 
sector in particular, should be able to 
encourage consumers to buy goods 
and services. Assuming that industry is 
the recipient of government incentives 
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to improve capacity utilisation and 
the public in turn enjoy increased 
purchasing power through doles in 
physical and financial terms as well as 
post lockdown continued employment 
with wages, the multiplier is in action. 
Both demand and supply, need to be 
adequately propelled to let the demand 
increase to justify higher capacity 
utilisation and the motivation for new 
investment. While Government may 
be the main buyer for procurement of 
goods and services to tackle the poor 
at the bottom of the pyramid, it cannot 
continue for long to be the deuce ex 
machina on a solo basis. This has to 
be complemented by the workforce 
who will reactivate the wheels of the 
economy and with their wages in hand 
should be able to revive themselves 
and the economy. This applies to all 
echelons of the economic strata of our 
population. Enterprise have to evolve 
new ways and means of marketing 
consumer goods – higher volumes 
of production, greater sales volume, 
competitive yield (selling price minus 
variable cost) to generate adequate 
revenues to absorb fixed cost and 
leave a satisfactorily motivating, may 
be compassion driven surplus. 
Industry has to nuance its demand 
price relation by offering competitive 
price that is to say more quantitates 
at the same price or less price for the 
same quantitates – both can stimulate 
increase in demand. Maybe this will 
lead to purchase spree to satiate 
transaction and precautionary motives 
apart from impulsive window shopping. 
This approach is particularly applicable 
to the FMCG / related consumable 
goods. 
A similar consumer centric pricing can 
increase volume of sales with positive 
contribution margin which while 
improving capacity utilisation will also 
help to operate above, hopefully much 
above, the breakeven point. If such an 
attitude of nuanced professionalism 
can create a win-win scenario it can 
pave the way to positively provoke the 
accelerator (motivation for investment) 
into action. 
Investment from the private sector, in 
its full force, was and is yet to be seen 

for quite some time now. This may be 
the moment of truth. 
Cost Management: 
Cost management is always on the 
anvil for maximising the contribution 
margin per unit of sale and includes, 
inter-alia, a myriad of methods: 
Practice of the theme “a rupee saved 
is a rupee earned” 
Meticulous control of all elements of 
cost through value analysis which can 
maximise productivity per rupee of 
investment with respect to different 
elements of cost
Active deployment of the make or 
buy decision to positively influence 
contribution margin per unit. 
Promote attitudes simultaneously in 
favour of Kaizen as well as business 
process reengineering 
Deploy standards with respect to cost 
levels which helps business to operate 
at lowest possible ‘unit cost level’
Evolve new, ‘elastic and flexible’ cost 
models – low fixed cost and relatively 
high variable cost to dilute cost 
intensity and enable lower breakeven 
levels through faster, and therefore 
earlier, recoupment of fixed cost. 
The above list is far from exhaustive 
– it is just illustrative. 
Cost management is limited only by the 
‘genius of people’ of an organisation. 
Creative and innovative methods are 
required to address and perform tasks 
differently so that across the value 
chain, productivity gets added on a 
proactive basis. 
Investment Management:
Investment, represent the outlays 
on capital account and need 
to be managed effectively and 
efficiently. Effectiveness refers 
to accomplishment of the goals of 
investment – expansion, diversification, 
upgradation et al. Efficiency refers to 
managing productivity of every rupee 
invested with respect to time and initial 
outlay planned along with projected 
cash outflows / inflows. Over the tenure 
of the investment, marketing and 
cost productivity are key – unit cost 
productivity and efficient realisation 
per unit (contribution margin per 

unit) and the fate of the investment 
proposals in terms of accept / reject 
decisions. 
Enterprise will not be motivated to 
venture into new investments unless 
the projected internal rate of return 
(IRR %) or the net present value (NPV) 
defined as excess of time adjusted, 
cash inflows over outflows.
Minimum Acceptable Rate of Return 
(MAROR - %):
Enterprise is always interested in IRR 
(%) being greater than the minimum 
acceptable rate of return (%). 
Again, the business environment 
is characterised by VUCA which 
enhances the minimum acceptable 
rate of return (%). Considering that 
over the years, new investment in 
the private sector has been rather 
low, unless fiscal stimuluses can 
help enterprise to rejuvenate their 
motivation levels through a variety of 
fiscal / monetary / wage / commercial 
/ local / foreign trade policies, the 
multiplier effect gained through 
improved levels of consumption will 
be defunct and unproductive. In fact, 
it may be counterproductive if supplies 
are not augmented in time, given a 
pick-up in demand. Inflation may be 
an inevitable and imminent outcome. 
Thus, as a strategy, Government should 
be able to encourage investment to 
meet enterprise expectations. MAROR 
(%) will be influenced by new business 
models which may proactively realign 
itself in favour of return on investment 
on a cash basis and also higher and 
higher internal rate of return (%). 
Thus, liquidity will be a focal point for 
enterprise now and in the future too. 
Different Strokes for Different 
Sectors – Nuanced Approach: 
Since different states and different 
sectors of the country and industry 
face different problems and different 
states of financial health, the policies 
have to be basically local friendly and 
also functionally related to the ills of 
that sector or state. 
The auto-sector which is at its Nadir 
particularly Tata Motors, needs special 
treatment. In the same way, there are 
many sectors which have specific 
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issues like liquidity, want of profitability, 
working capital problems, manpower 
issues and many other problems. Thus, 
locally designed policies, at unit level, 
will have to be identified and necessary 
help has to be given to industry. These 
different problems require to be fine-
tuned with policies which take care 
of due nuancing. Yet the common 
problems which the Government 
has to address are consumption and 
investment demand in the aggregate, 
the MSME sector which is almost on 
the brink of losing its identity and 
existence due to several reasons -  

want of business and succour from 
the Government due to tectonic 
shifts, thanks to demonetisation, 
GST implementation and last but not 
the least the destruction caused due 
to COVID 19 and all its concomitant, 
economic consequences. The 
immediate requirement of liquidity 
(working capital) has to be addressed 
and the banking sector has to play 
an important role in dealing with 
businesses as mentioned earlier. 

Numbers Do Not Matter:
Quick positive response action, on a 

continuum, is needed to address the 
challenges confronting post lifting of 
lockdown. If number are important 
then let it be known that India needs 
at least 5% to 6% (may be more) of 
our GDP which means about 10 times 
more than the presently visualised 
outlays. This is what global economists 
of Indian origin feel and the entire 
institutional framework of India will 
have to think, de novo, with a large 
and liberal heart to put the Indian 
economy back on the growth path 
from the present mute mode.

Conclusion: 
India has to go into immediate action, co-terminus with the lifting of lockdown (sooner rather than later) with 
the kind of stimuluses suggested above – may be more or abridged depending on what wisdom guides the 
present dispensation. The resource mobilisation has to be exhaustive and a good mix of sources of finance 
should be designed. The debt GDP ratio at a little more than 65% is not alarming. Hence, borrowings upto a 
point will be safe without getting into a debt trap. 

Thus, the key sources of finance can be RBI Government bonds, tax free, on the lines of RBI bonds of 2001, 
announcement of attractive schemes for NRIs like Resurgent India Bonds (mid 90s) or India Millennium Deposits 
(2000) – say COVID-19 Save India Deposits for the present times, local bonds by local authorities for infrastructure 
investments and last but not the least deficit financing. The Finance Minister should know that deficit financing 
is meant for people development. People are not meant for deficit financing. Other countries also in troubled 
waters with growth rates under stress have earmarked huge outlays to overcome the present crises. 

India should be no exception, with International agencies placing India’s growth rate for FY 2020-21 at a possibly 
lowest ever at 0.8%.  If the Government of India fails to deliver a new economic policy, an extraordinary one 
at that, then very soon sustainability of animate and inanimate assets of our country will be a very doubtful 
proposition. In this context, loading the burden of wage payment for the lockdown period on enterprise 
arbitrarily and compulsorily is an unwelcome proposition.  If the choice is between lives and livelihood, it is not 
industry but people who feel that without livelihood there may be no motivation for life and thus lockdown is 
not the answer. If labour (workforce) and capital (enterprise) are to survive as institutions, lockdown has to be 
lifted with Government as a pace-setter but with a large and liberal heart and without fear or favour. Between 
lockdown and livelihood, it is indeed a choice between Scylla and Charybdis as mentioned earlier. 

In the present circumstances, lockdown (perceived guarantee applies) is a myth. Continuation of lockdown 
and lifting of lockdown both may be considered as mistakes. Only the future can tell and either could be proven 
to be a larger mistake. The risk is inevitable, imminent and imperative if an economic catasphrophe has to be 
avoided with the lockdown not flattening the curve showing the spread of Coronavirus. However, a caveat is in 
order in view of the Government announcement of a huge stimulus package of Rs. 20 lakh crores, an amount 
approximately expected from the authors as well as the business and global fraternity at large. We hope that 
the spirit of the stimulus is followed by a stronger spirit of implementation and that the letters governing the 
stimulus, to be shortly released will be equally proactive on the lines of various suggestions made above. If 
that happens, the economy can be seen to move on a growth trajectory which can bring salvation not only 
to the teeming millions at various echelons of the pyramid but also to all other sectors of the economy viz. 
primary, secondary and tertiary. It is a dream for every Indian to see great light at the end of the tunnel with 
an unprecedented stimulus in juxta position with the imminent lifting of the lockdown. 

*Former Director Jamnalal Bajaj Institute of Management Studies,  
University of Mumbai 

Presently working as Professor Director-General at Dr. V. N. Bedekar Institute of 
Management Studies (BRIMS), Thane 

*An eminent Chartered Accountant 
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The progress of a nation is analogous 
to that of any industry. In the same 
manner as an industry is assessed 
against its best performing peers, a 
benchmark is required to assess the 
progress of the nation vis a vis a wide 
range of economic and demographical 
parameters. The developed nations 
act as the required benchmark in our 
globalised world. “Doing Business” 
report of World Bank benchmarks 
aspects of business regulation and 
practice using specific case studies 
with standardized assumptions. This 
facilitates the comparison of regulation 
across economies. The ease of doing 
business score shows an economy’s 
absolute position relative to the best 
regulatory performance, whereas the 
ease of doing business ranking is an 
indication of an economy’s position 
relative to that of other economies.
The report titled “Doing Business 
2020” published by the World Bank is 
the 17th in a series of annual studies 
investigating the regulations that 
enhance business activity and those 
that constrain it. The report covers 
Regulations affecting 12 areas of the life 
of a business. The broad areas include 
opening a business, getting a location, 
accessing finance, dealing with day 
to day operations and operating in 
a secure business environment. It 
recognizes the important work that the 

countries have undertaken to improve 
their regulatory environments and acts 
as a valuable tool for the governments 
to design sound regulatory policies.
India, on the strong foundation of 
remarkable reform effort, has joined 
the list of 10 top most improved 

economies for third year in a row. 
The government has been proactive in 
bringing out targeted reforms at Doing 
Business indicators including paying 
taxes, trading across the borders and 
resolving insolvency. As a result, our 
nation has made a substantial leap 

Reforming Indian 
Business Regulations-
Critical Analysis of recent 
reforms in Insolvency and 
Bankruptcy Code, 2016
* CA S. Badri Narayanan
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upward, raising its ease of doing 
business ranking from 130 in Doing 
Business 2016 to 63 in Doing Business 
2020.
The significant leap in the rankings is 
mainly on account of reforms in 4 areas 
being starting of business, dealing with 
construction permits, trading across 
borders and resolving insolvency.
The recent publication of World Bank 
states that the case of India provides an 
example of successful implementation 
of reorganization procedures. The 
Insolvency and Bankruptcy Code, 
2016 (“the Code”) introduced the 
option of reorganization (Corporate 
Insolvency Resolution Process) for 
commercial entities as an alternative 
to liquidation or other mechanisms 
of debt enforcement, reshaping the 
way insolvent firms could restore their 
financial well being or close down. 
With this, the creditors have access to 
better tools to successfully negotiate 
and have greater chances to revert the 
money loaned at the end of insolvency 
proceedings. The report states that 
reorganization has become the most 
likely procedure for viable companies, 
increasing the overall recovery rate 
from 27 cents to 72 cents on the 
dollar. Additionally, accessibility to 
reorganization procedures in an 
economy is associated with higher 
lending to the private sector and 
the investment growth rises as a 
percentage of GDP as economies make 
reorganization procedures available.
Ensuring ease of doing business is a 
prerequisite towards achieving our 
Nation’s dream of USD 5 trillion GDP 
target by the year 2024. A robust 
reorganization regime boosts the 
confidence of investors and lenders 
and enables significant improvement 
in regulations towards ease of doing 
business. As per the recent Economic 
Survey (2019-20), INR 1.58 Lakh Crore 
were realizable in cases resolved under 
the Code as on end of December, 
2019. 

This article attempts to highlight 
the recent reforms effected by the 
Government in the domain of insolvency 
and reorganisation framework which 

shall further strengthen and improve 
ease of doing business in India and 
help in achieving our goal.

Insolvency and Bankruptcy Code 
(Amendment) Act, 2020

The Insolvency and Bankruptcy 
Code, 2016 was enacted with a 
view to consolidate and amend the 
laws relating to reorganisation and 
insolvency resolution of corporate 
persons, partnership firms and 
individuals in a time-bound manner for 
maximisation of value of assets of such 
persons, to promote entrepreneurship, 
availability of credit and balance the 
interests of all the stakeholders 
including alteration in the order or 
priority of payment of Government 
dues and to establish an Insolvency 
and Bankruptcy Board of India.

The Code has been amended thrice 
already, the latest amendment being 
by way of Insolvency and Bankruptcy 
Code (Amendment) Ordinance, 2019 
(“Ordinance”) promulgated on 28th 
December, 2019 and subsequently 
enacted on 13th March, 2020 
as Insolvency and Bankruptcy 
(Amendment) Act, 2020 (“Amendment 
Act”).

The statement of objects and reasons 
of the latest Amendment clarifies that 
“need was felt to give the highest 
priority in repayment to last mile 
funding to corporate debtors to prevent 
insolvency, in case the company goes 
into corporate insolvency resolution 
process or liquidation, to prevent 
potential abuse of the Code by certain 
classes of financial creditors, to 
provide immunity against prosecution 
of the corporate debtor and action 
against the property of the corporate 
debtor and the successful resolution 
applicant subject to fulfilment of 
certain conditions, and in order to 
fill the critical gaps in the corporate 
insolvency framework, it has become 
necessary to amend certain provisions 
of the Insolvency and Bankruptcy 
Code, 2016.”

The Insolvency and Bankruptcy Code 
(Second Amendment) Bill, 2019 was 
introduced in the Lok Sabha on 12th 

December, 2019 and was referred 
to a Standing Committee on 23rd 
December, 2019. The Standing 
Committee chaired by Shri Jayant 
Sinha submitted its Report to Lok 
Sabha on 4th March, 2020. The Bill 
was passed in Lok Sabha on 6th March, 
2020 and in Rajya Sabha on 12th March, 
2020 and received assent of the Hon’ble 
President of India on 13thMarch, 2020. 
In the interim, the provisions of the 
bill were made operative by way of 
the Ordinance promulgated by the 
President on 28th December, 2019. 
The Amendment Act operates with 
effect from 28th December, 2019.

The key amendments and the 
consequent impact thereon 
are as follows:

Key highlights of the Amendments and 
their impact

Section 5 - Definitions

Section 5(12) has been amended to 
clarify that insolvency commencement 
date is the date of admission of an 
application for initiating corporate 
insolvency resolution process.

Section 7 – Initiation of Corporate 
Insolvency Resolution Process by 
financial creditor

The Amendment Act has inserted 
the following provisos to Section 7 
of the Code with regard to initiation 
of Corporate Insolvency Resolution 
Process by financial creditor:

“Provided that for the financial 
creditors, referred to in clauses (a) and 
(b) of sub-section (6A) of section 21, 
an application for initiating corporate 
insolvency resolution process against 
the corporate debtor shall be filed 
jointly by not less than one hundred 
of such creditors in the same class or 
not less than ten per cent  of the total 
number of such creditors in the same 
class, whichever is less:

Provided further that for financial 
creditors who are allottees under a real 
estate project, an application for initiating 
corporate insolvency resolution process 
against the corporate debtor shall be filed 
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jointly by not less than one hundred of 
such allottees under the same real estate 
project or not less than ten per cent. of 
the total number of such allottees under 
the same real estate project, whichever 
is less:

Provided also that where an application 
for initiating the corporate insolvency 
resolution process against a corporate 
debtor has been filed by a financial 
creditor referred to in the first and second 
provisos and has not been admitted by 
the Adjudicating Authority before the 
commencement of the Insolvency and 
Bankruptcy Code (Amendment) Act, 2020, 
such application shall be modified to 
comply with the requirements of the first 
or second proviso within thirty days of the 
commencement of the said Act, failing 
which the application shall be deemed to 
be withdrawn before its admission.”.

Section 21(6A) of the Code was inserted 
by way of Insolvency and Bankruptcy 
Code (Second Amendment) Act, 2018 
passed on 17th August, 2018 and 
operative w.e.f. 6th June, 2018.

It enumerates different classes of 
financial creditors including scenario 
wherein terms of financial debt provide 
for appointment of a trustee or agent 
to act as authorized representative for 
all the financial creditors and where 
financial debt is owed to a class of 
creditors exceeding the number as 
may be specified.

The provision sought to amend 
section 21 of the Code to provide for 
a mechanism to allow participation of 
security holders, deposit holders and 
all other classes of financial creditors 
which exceed a certain number, in 
meetings of committee of creditors 
through an authorised representative 
and provides for remuneration payable 
to such authorised representative; 
and it further seeks to confer power 
upon the Board to specify the manner 
of voting and determining of voting 
share in respect of financial debts 
and to provide that all decisions of 
the committee of creditors, save as 
otherwise provided, shall be taken 
by a vote of not less than fifty-one 
per cent. of voting share of the 
financial creditors; it also provides 

that where a corporate debtor does 
not have any financial creditors, 
the committee of creditors shall be 
constituted consisting of such persons 
and exercise such function in such 
manner as may be specified.

Now, by way of the Amendment Act, 
minimum threshold has been specified 
for these classes of financial creditors 
for initiating CIRP. The same is in view 
of the increase in CIRP application 
with respect to real estate developers 
and plight of Homebuyers. Now, an 
application for initiating CIRP has to be 
filed by at least one hundred allottees 
of a real estate project or 10% of total 
number of allottees under a real estate 
project.

Section 11 – Persons not entitled to 
make application

Explanation II has been inserted to 
clarify that a corporate debtor shall be 
eligible and should not be prevented to 
initiate CIRP against another corporate 
debtor.

Section 14 – Moratorium

The following explanation has been 
added to Sub Section (1):

“For the purposes of this sub-section, it 
is hereby clarified that notwithstanding 
anything contained in any other 
law for the time being in force, a 
license, permit, registration, quota, 
concession, clearances or a similar 
grant or right given by the Central 
Government, State Government, local 
authority, sectoral regulator or any 
other authority constituted under any 
other law for the time being in force, 
shall not be suspended or terminated 
on the grounds of insolvency, subject 
to the condition that there is no default 
in payment of current dues arising 
for the use or continuation of the 
license, permit, registration, quota, 
concession, clearances or a similar 
grant or right during the moratorium 
period.”

The same is a much required 
clarification and direction that a 
license, permit, registration, quota, 
concession, clearances or a similar 
grant or right cannot be terminated 

or suspended during the Moratorium 
period. It has been witnessed in 
CIRP cases that the authorities 
and regulatory bodies have been 
suspending licenses, permits and 
denying permissions such as short 
term/medium term open access, 
and even calling off the concessions 
granted with regard to property tax. 
This Amendment is a clear stand 
taken by the Government to support 
the object of the Code and to ensure 
going concern of the Corporate Debtor 
during the Moratorium period subject 
to payment of current dues.

Insertion of Sub Section (2A)

“Where the interim resolution 
professional or resolution professional, 
as the case may be, considers the 
supply of goods or services critical 
to protect and preserve the value of 
the corporate debtor and manage the 
operations of such corporate debtor 
as a going concern, then the supply 
of such goods or services shall not be 
terminated, suspended or interrupted 
during the period of moratorium, 
except where such corporate debtor 
has not paid dues arising from such 
supply during the moratorium period 
or in such circumstances as may be 
specified.”

The above provision is also intended 
to support the going concern of the 
Corporate Debtor during moratorium 
period subject to payment of current 
dues. The same will enable the 
Corporate Debtor to avail uninterrupted 
supply of goods or services despite 
substantial outstanding dues 
pertaining to period prior to insolvency 
commencement date.

Prior to this Amendment, there have 
been cases, where in the suppliers 
of goods and services refused to 
continue supply during moratorium on 
account of past dues and consequently 
pushing the Corporate Debtor into 
further financial crisis, and obstructing 
the going concern.Additionally, the 
Hon’ble Adjudicating Authorities 
were of divergent views in relation 
to classification of such supplies as 
essential goods or services. This 
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Amendment brings much required 
stability and support to running the 
business of the Corporate Debtor 
as going concern by the Resolution 
Professional without having to 
classify the goods or services as 
essential supplies or resorting to the 
Adjudicating Authority.

Section 16 – Appointment and tenure 
of interim resolution professional

The provision of Sub Section (1) 
has been amended to provide that 
the interim resolution professional 
shall be appointed on the insolvency 
commencement date.

This amendment read with the 
amendment in Section 5(12) amply 
tunes the Code and rules out any future 
case wherein the date of admission is 
different than the date of admission of 
CIRP and imposition of moratorium. 
The same was previously creating 
an annoying confusion in relation 
to insolvency commencement date 
and consequent ripple effects on the 
timelines prescribed in the Code.

Section 21 – Committee of 
Creditors

Previously, the financial creditors 
or authorised representatives being 
related party did not have the right 
to represent, participate or vote in 
meeting of the Committee of Creditors. 
However, the proviso provided that 
such prohibition shall not be applicable 
to a financial creditor, regulated by 
a financial sector regulator, if it is 
related party solely on account of 
conversion or substitution of debt 
into equity shares or instruments 
convertible into equity shares  prior 
to insolvency commencement date. 
With the Amendment in Section 21(2), 
the Code additionally contemplates 
“completion of such transaction as 
may be prescribed”.

Section 23 – Resolution Professional 
to conduct corporate insolvency 
resolution process

Following proviso has been substituted 
in Section 23(1):

“Provided that the resolution 
professional shall continue to manage 

the operations of the corporate debtor 
after the expiry of the corporate 
insolvency resolution process period, 
until an order approving the resolution 
plan under sub-section (1) of section 
31 or appointing a liquidator under 
section 34 is passed by the Adjudicating 
Authority.”.

The same removes the anomaly and 
grey area in the Code with respect 
to the vacuum created and the role 
of the Resolution Professional in the 
interim between the completion of 
CIRP and the approval of resolution 
plan or appointment of liquidator.

Section 29A – Persons not eligible to 
be resolution applicant

Amendment similar to the one brought 
in Section 21(2) has been brought 
herein to excluded certain financial 
creditors from the web of related party 
and connected person definition.

Section 32A

This is without any doubt the most 
important amendment brought in by 
the Amendment Act and potentially 
targets a wide ranging spectrum of 
litigations under the Code.

Newly inserted Section 32A reads as 
under:

“(1) Notwithstanding anything to the 
contrary contained in this Code or any 
other law for the time being in force, 
the liability of a corporate debtor for 
an offence committed prior to the 
commencement of the corporate 
insolvency resolution process shall 
cease, and the corporate debtor shall 
not be prosecuted for such an offence 
from the date the resolution plan has 
been approved by the Adjudicating 
Authority under section 31, if the 
resolution plan results in the change 
in the

management or control of the corporate 
debtor to a person who was not—

(a) a promoter or in the management 
or control of the corporate debtor or a 
related party of such a person; or

(b) a person with regard to whom the 
relevant investigating authority has, on 
the basis of material in its possession, 

reason to believe that he had abetted 
or conspired for the commission of the 
offence, and has submitted or filed a 
report or a complaint to the relevant 
statutory authority or Court:

Provided that if a prosecution had 
been instituted during the corporate 
insolvency resolution process against 
such corporate debtor, it shall stand 
discharged from the date of approval 
of the resolution plan subject to 
requirements of this sub-section having 
been fulfilled:

Provided further that every person 
who was a “designated partner” as 
defined in clause (j) of section 2 of 
the Limited Liability Partnership Act, 
2008, or an “officer who is in default”, 
as defined in clause (60) of section 2 
of the Companies Act, 2013, or was in 
any manner incharge of, or responsible 
to the

corporate debtor for the conduct of 
its business or associated with the 
corporate debtor in any manner and 
who was directly or indirectly involved 
in the commission of such offence as 
per the report submitted or complaint 
filed by the investigating authority, shall 
continue to be liable to be prosecuted 
and punished for such an offence 
committed by the corporate debtor 
notwithstanding that the

corporate debtor’s liability has ceased 
under this sub-section.

(2) No action shall be taken against 
the property of the corporate debtor in 
relation to an offence committed prior 
to the commencement of the corporate 
insolvency resolution process of the 
corporate debtor, where such property 
is covered under a resolution plan 
approved by the Adjudicating Authority 
under section 31, which results in the 
change in control of the corporate 
debtor to a person, or sale of liquidation 
assets under the provisions of Chapter 
III of Part II of this Code to a person, 
who was not—

(i) a promoter or in the management 
or control of the corporate debtor or a 
related party of such a person; or

(ii) a person with regard to whom the 
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relevant investigating authority has, on 
the basis of material in its possession 
reason to believe that he had abetted 
or conspired for the commission of the 
offence, and has submitted or filed a 
report or a complaint to the relevant 
statutory authority or Court.

Explanation - For the purposes of this 
sub-section, it is hereby clarified that 

(i) an action against the property of 
the corporate debtor in relation to an 
offence shall include the attachment, 
seizure, retention or confiscation of 
such property under such law as may be 
applicable to the corporate debtor;

(ii) nothing in this sub-section shall 
be construed to bar an action against 
the property of any person, other than 
the corporate debtor or a person who 
has acquired such property through 
corporate insolvency resolution process 
or liquidation process under this Code 
and fulfils the requirements specified 
in this section, against whom such an 
action may be taken under such law as 
may be applicable.

(3) Subject to the provisions contained 
in sub-sections (1) and (2), and 
notwithstanding the immunity given 
in this section, the corporate debtor 
and any person who may be required 
to provide assistance under such law 
as may be applicable to such corporate 
debtor or person, shall extend all 
assistance and co-operation to any 
authority investigating an offence 
committed prior to the commencement 
of the corporate insolvency resolution 
process.”.

This Amendment is quite clearly a fall out 
of the attachment of assets of Bhushan 
Power & Steel Limited by the Directorate 
of Enforcement after approval of plan by 
Adjudicating Authority vide Order dated 
5th September, 2019. JSW Steel Limited 
was the successful resolution applicant 
and had appealed the impugned Order 
dated 5th September, 2019 and sought 
for modifications of conditions imposed 
in the Order and also raised objection 
and challenged the jurisdiction of the 
Directorate of Enforcement to attach 
the properties of the Corporate Debtor 
after change of hands.

Vide Judgement dated 17th February, 
2020, Hon’ble NCLAT while holding that 
the attachment by the ED is illegal and 
without jurisdiction, in JSW Steel Ltd 
Vs Mahender Kumar Khandelwal & 
Ors,observed the following:

“27. After the approval of the ‘Resolution 
Plan’, as the attachment order was 
passed by the Deputy Directorate of 
Enforcement, we left the matter to the 
Central Government to decide as to 
whether to provide immunity against the 
prosecution to the ‘Corporate Debtor’ 
or to take action against the ‘Corporate 
Debtor’ and the ‘Successful Resolution 
Applicant’. The Ordinance having issued 
pursuant to direction of this Appellate 
Tribunal to the Central Government 
which on deliberation resulted into 
issuance of Ordinance, we hold that 
Section 32A will be applicable to the 
present case- ‘JSW Steel Limited’.

45. The Union of India had unequivocally 
stated that after the completion of 
the ‘Corporate Insolvency Resolution 
Process’, there cannot be any threat 
of criminal proceedings against the 
‘Corporate Debtor’, or attachment 
or confiscation of its assets by any 
investigating agency, after approval 
of the ‘Resolution Plan’. In any event, by 
virtue of Section 238 of the ‘I&B Code’, 
the ‘I&B Code’ has an overriding effect 
over anything inconsistent therewith 
in any other law. Accordingly, it is clear 
that subsequent promulgation of the 
Ordinance is merely a clarification in 
this respect. Therefore, it is ex facie 
evident that the Ordinance being 
clarificatory in nature, must be made 
applicable retrospectively.”

The Judgement also captured view of 
the Ministry of Corporate Affairs by way 
of its Affidavit in Reply as under:

“The ED while conducting investigation 
under PMLA is free to deal with or attach 
the personal assets of the erstwhile 
promoters and other accused persons, 
acquired through crime proceeds 
and not the assets of the Corporate 
Debtor which have been financed by 
creditors and acquired by a bona fide 
third party Resolution Applicant through 
the statutory process supervised and 

approved by the Adjudicating Authority 
under the IBC. In so far as a Resolution 
Applicant is concerned, they would 
not be in wrongful enjoyment of any 
proceeds of crime after acquisition of 
the Corporate Debtor and its assets, as 
a Resolution Applicant would be a bona 
fide assets acquired through a legal 
process. Therefore, upon an acquisition 
under a CIR Process by a Resolution 
Applicant, the Corporate Debtor and 
its assets are not derived or obtained 
through proceeds of crime under the 
Prevention of Money Laundering Act, 
2002 (“PMLA”) and need not be subject 
to attachment by the ED after approval 
of Resolution Plan by the Adjudicating 
Authorities.”

The Amendment paves the path clear for 
the prospective resolution applicants 
and removes the uncertainties leading 
to prosecution, attachment and seizure 
of assets of the Corporate Debtor and 
liabilities tied up to proceedings under 
FEMA/PMLA etc. Section 32A provides 
that liability of a corporate debtor for 
an offence committed prior to the 
commencement of CIRP shall cease 
under certain circumstances. However, 
further clarity may be on the anvil with 
respect to sale of corporate debtor 
as a going concern in a liquidation 
scenario.

COVID Related Amendment

Insolvency and Bankruptcy Code 
(Amendment) Ordinance, 2020

The Government has promulgated 
an Ordinance in view of the COVID-
19 business disruption and resultant 
lockdown and difficulty to find adequate 
resolution applicants to rescue 
corporate person who may default in 
their debt discharge obligations.

1. Section 10A: No application 
for CIRP under Section 7, 9 &10 shall 
be filed for any default rising on or 
after 25th March, 2020 for a period 
of six months or such further period 
not exceeding one year from such 
date, as may be notified in this behalf. 
Thereby meaning suspension of fresh 
insolvency proceedings for a period of 
6 months and extendable upto 1 year. 
This 6 month timeline is analogous to 
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the moratorium provided by RBI.

2. Additionally, proviso to the 
section, states that no application shall 
ever be filed for initiation of CIRP for 
default occurring during said period. It 
has been clarified that the provisions 
do not apply to any default committed 
under the said sections before 25th 
March, 2020.

3. Section 66: No Application 
shall be filed by RP u/s 66 of the Code 
with respect to such default against 
which initiation of CIRP is suspended 
as per Section 10A. 

While attempt has been made not to 
specify the parameters of COVID-19 
related debt, however the Amendments 
have triggered interpretational and 
practicality concerns already. Proviso 
to Section 10A states that no CIRP can 
be initiated with regard to default arising 
under the prescribed period. This may 
be misused by promoters and wilful 
defaults during this period may provide 
them an opportunity to escape IBC 
proceedings for perpetuity. Also, clarity 
is required on treatment of a default 
during such period, which remains a 
default after the prescribed period.

Failure of borrowers to repay debt after 
the lifting of moratorium should ideally 
enable financial creditors to trigger 
CIRP. A lifetime holiday for defaulters 
may not be desirable for our financial 
system. Also, clarity is lacking with 
regards to other class of financial 
creditors to whom moratorium under 
RBI does not apply and such creditors 
lose the right to trigger CIRP. The 
same is true for operational creditors 
who lose their right to trigger CIRP in 
genuine cases. Already, the threshold 
for triggering insolvency was raised from 
INR 1 Lakh to INR 1 Crore and suspension 
of CIRP against MSME was effected. 
Further, even the Corporate Debtor is 
prevented from voluntary insolvency 
which might not be in the best interest 
of the promoter looking for exit or the 
stakeholders eyeing value maximization. 
It is to be noted that SARFAESI Act may 
be resorted by financial institutions to 
enforce security rights to tackle this 
exemption.

Conclusion:

The Code is a complete Code in itself 
and was enacted to achieve value 
maximisation for the stakeholders and 
facilitate growth of credit and liquidity. 
However, the statistics suggests that the 
desired result may not be achieved as 
of now.As per the recent data available, 
as of December, 2019, 3312 CIRP’s have 
commenced out of which 135 were 
withdrawn, 190 instances of approval 
of resolution plan and 780 instances 
of commencement of liquidation were 
observed.Another interesting statistic 
is that Operational Creditors triggered 
49.21% of the CIRPs whereas the 
Financial Creditors, being the last mile 
lenders have triggered only 43.44% of 
CIRPs as of December, 2019.

Out of 1961 cases of ongoing CIRPs, 635 
cases are those which have crossed 270 
days timeline. The average time taken 
for completion of 190 CIRPs yielding 
resolution is 394 days much against the 
statutory timeline of 330 days. Further, 
out of 780 instances of liquidation, more 
than 250 cases of ongoing litigation are 
in the timeframe of 1-2 years, thereby 
stretching the recovery timeline of the 
creditors.

Further, after insertion of Section 
12A, there have been 135 cases of 
withdrawal of CIRP, with major reason 
of withdrawal being settlement with 
applicant and other settlement with 
creditors. Data also suggests that 
57.74% of CIRPs which were closed, 
ended in liquidation, with only 14.06% 
ending with a resolution plan.

Out of around 774 cases of CIRPs 
ending with liquidation Order, in 660 
cases the resolution value was lesser 
than liquidation value. It is high time 
for the financial creditors to realise 
that liquidation value is not a reserve 
price and is only to assist the CoC in 
evaluation resolution plan. The Hon’ble 
Supreme Court vide Judgement dared 
22nd January, 2020, in Maharashtra 
Seamless Limited Vs Padmanabhan 
Venkatesh, has observed that the Code 
nowhere requires that resolution plan 
value should exceed the liquidation 
value. Additionally, liquidation 

value is obtained on the insolvency 
commencement date and the financial 
creditors are to consider the erosion in 
value of the asset at the end of CIRP.

Based on the above data, it might not be 
surprising to notice financial creditors 
are opting for Settlement outside CIRP 
in view of the enlarged complexities, 
litigations and uncertainties involved 
due to evolving framework and 
interpretational issues in the Code 
coupled with casual approach towards 
the prescribed timeline resulting 
in delayed process and consequent 
recoveries. It is difficult to comment as 
to whether or not the Code has achieved 
the desired result, but it definitely can 
be observed that it has inculcated a 
sense of settling defaults earlier at early 
stage of the life cycle of distressed asset 
to avoid commencement of CIRP.

Despite the above concerns, it has 
to be noted that the Government has 
been proactive to bring out reforms to 
improve the insolvency framework and 
enable further ease of doing business. 
In view of the economic slowdown and 
the outbreak of the deadly COVID 19 
pandemic, there might be a significant 
raise in the delinquencies and NPA’s 
and more entities might be staring 
at insolvency and reorganization 
proceedings. Hence, further reforms 
in the policy and the legal framework 
might be expected from the RBI and 
the Government.

At times of adversities, we find 
innovative solutions. The Government 
is pondering over evolving of the 
insolvency framework in line with 
internationally tested concepts like 
Pre-package insolvency.Such reforms 
would be our only hope to have ease at 
the times of unease. According to World 
Bank Economic Prospects Report, India 
is the only emerging economy which is 
expected to have a positive GDP growth 
in FY 21. This pandemic has made 
shifts of magnanimous proportion in 
the geo-socio-political and geosocial 
economical context and India is strongly 
placed to play a much larger role in the 
world economy and growth.

*(CS, M.com)
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Various due dates  
After COVID-19 Pandemic

Be Aware
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FTCCI

FTCCI Webinars conducted during COVID-19 Lockdown

Watch here[ [

https://www.youtube.com/watch?v=0RK5Vd4oJRY
https://www.youtube.com/watch?v=caSjTiwUHY0&feature=youtu.be
https://www.youtube.com/watch?v=caSjTiwUHY0&feature=youtu.be
https://www.youtube.com/watch?v=0RK5Vd4oJRY
https://www.youtube.com/watch?v=WRSdveSoTTk
https://www.youtube.com/watch?v=prr209TCE98
https://www.youtube.com/watch?v=nDgsE-LcjBo
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