














7. Challenges in adoption of PPIRP

a. Lack of transparency: Although secured creditors are
usually consulted in the process, unsecured creditors
are at the risk of not being notified of a PPIRP until it is
completed. As a result, unsecured creditors could feel
disenfranchised and suspicious of the process.
Enhancing communication and collaboration amongst
all the stakeholders should enable the process to
achieve a healthier consensus amongst impacted
stakeholders.

b. Insufficient marketing: Creditors may be concerned
that maximization of value for the business and assets
has not been achieved. This may be due to the nature
and time lines of PPIRP which restricts marketing
opportunities.. The IP may be unable to adequately
‘tout’ the business/assets for sale in the open market.
On-boarding the right support team to the RP with the
skills, ability, and network to actively ‘sell’ the asset
should be a deliberate choice and decision by the CoC.

c. Conflict of interest: The IP can be perceived as having
a conflict of interest. The directors would be unwilling
to appoint IP who disagrees with them. Before
accepting an appointment, the IP requires to be satisfied
that they can comply with his statutory duties, and thata
PPIRP sale is the most appropriate course of action in
the circumstances.

d. Voluntary Haircuts: Bankers may also be unwilling to
accept haircuts in pre-packaged insolvency as their
judgments may subsequently be questioned, thus they
do not feel comfortable.

8. Next Steps: The Way Forward

As per the Global Innovation Index'” 2021, India’s rank

has improved from 111 in 2017 to 47 in 2021 in regard to

‘Ease of Resolving Insolvency’. Hence, IBC has

augmented the ‘ease of doing business in India’ and has

turned out to be an effective reform in the financial system
of the nation.

Adoption of PPIRP should take it a few steps further. After

the paradigm shift in the Indian insolvency system brought
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Extending the PPIRP to the wider corporate sector,
should only aid in further adoption of this process
and in improving the ease of exit aspect of the ease of
doing business in India.

through the IBC by changing the debtor in possession
model to creditor in control model, the Insolvency Law
committee' envisions to slowly give some control back to
debtors with expectations that it will help in survival of
genuine promoters undergoing insolvency due to
unavoidable circumstances.

The PPIRP which is currently only applicable to MSMEs
gives a struggling CD a chance to either exit or merge with
someone to save his failing business in a simpler, low cost,
timely process. The Code has re-balanced the relationship
between creditors and debtors, and in current
circumstances, the Indian insolvency regime may be
considered as being adequately mature to cede certain
control back to the CD through the PPIRP while the
creditors continue to exercise the final say and control of
the insolvency resolution process and outcome'’.
Extending the PPIRP to the wider corporate sector, should
only aid in further adoption of this process and in
improving the ease of exit aspect of the ease of doing

business in India.
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