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INDIA'S NEW INSOLVENCY CODE - IS IT A GAME CHANGER OR 
A RUN-OF-THE-MILL REFORM?

The Indian legal framework for insolvency resolution, debt recovery and restructuring of stressed assets 
was ineffective in ensuring satisfactory repair of credit default mainly due to the fact that insolvency and 
debt recovery were governed by different overlapping statutes having conflicting objectives. Each 
statute aided its own target group. In many cases, the same debtor was subjected to parallel 
proceedings under different statutes by different creditors. Moreover, the availability of parallel options 
resulted in a lack of synchronization among creditors.
A new legislation, christened “The Insolvency and Bankruptcy Code, 2016” (the “Code”), was introduced 
in the Indian Parliament on December 21, 2015. Following its passage in Parliament on May 11, 2016, 
the Code received the assent of the President of India on May 28, 2016, and awaits notification in the 
Indian gazette.
The Code, as a whole, seems to be a sincere attempt at remedying the appalling credit default situation 
in India. It seeks to locate financial failure at the earliest stage and enables a creditor to take corrective 
action by triggering the insolvency resolution process on the commission of a default. Moreover, it 
attempts to provide a time-bound mechanism for recovering debts. However, notwithstanding an iron­
clad Code, its effectiveness will be visible only when it is put into active practice. The real test will lie in 
implementation, and only time will tell whether the Code is a game changer or just a run-of-the-mill 
reform.
Attached, please find our detailed critique. As always, please let us know if you have any questions or 
need more formal advice.

About Majmudar & Partners

Majmudar & Partners, established in 1943, is a leading law firm in India. The firm specializes in areas of law, such as business and 
corporate, joint ventures, M&A, tax, private equity, fund structuring, corporate finance, securities, banking, restructuring, 
infrastructure, technology, media, telecommunications, biotechnology, outsourcing, IP, antitrust, distribution, employment and real 
property law. Majmudar & Partners' national team of 100 lawyers provides high-quality legal services offering clients a constructive 

approach to fulfilling their targets and strategic business objectives.

For further information on this or any related subject, or if you do not want to receive such updates, please contact us at 
mailbox@majmudarindia.com

Disclaimer
All the information and legal commentary provided in this write-up is for illustrative purposes only and should not be regarded or 
relied upon as legal advice. While the content provided is accurate as at the date of first publication, laws and regulations change 
frequently. Any reliance on the information contained in this write-up is solely at the user's own risk. Specific legal advice should 
always be obtained before acting upon any information or commentary provided on the site. Further, the recipients of content from 
the site should not act, or refrain from acting, based upon any or all of the contents on the site.
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