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Recoveries may Takea

30-40% Hitdue to IBC
Suspension, says Icra

OurBureav

Mumbat: Resolution and recove-
ries through cases pending in
bankruptcy courts may take a 30-
40% hit this year as courts have
stopped accepting new cases. Be-
sides, the outbreak of Covid19
pandemic and the consequent
lockdown are creating operatio-
nal difficultiesfor theon-goingca-
ses, accordingtoratingsfirmIcra.
Suspension of new proceedings
under the Insolvency and Bank-
rupicy Code (IBC) is expected to
result in a 3040% dip in realisa-
tiontocreditors InFY20-21, itsald.
Lenders are expected to take a
haircut in the current market
conditions. Besides, the number
of acceptable resolution plans
would also be impacted. Credi-
tors could realise about ©60,000-
70,000 crore in FY21 through suc-
cessful resolution plans from the
IBC as compared to about ¥1 lakh
crore in FY20. “The pandemic has
thrown up new operational chal-
lenges for the various parties in-
volved in a resolution process,”
sald Abhishek Dafria, vice presi-
dent, Icra. “This could result inli-

mited cases vielding a resolution
plan, especially in @1 F¥21."
Inthecurrentfiscal, thesuccess-
ful resolution of a large housing
finance company is going to be
the keydeterminant of the extent
of amount the financial creditors
would realise during the year,
Icra sald. Housing finance firm
DHFL is facing insolvency proce-
edings as it owes over T80,000 cro-

retocreditors.
New insolvency proceedings ini-
tlated In FY22 are unlikely to get
resolved in the
same fiscal as av-
erage time period
seen for corporate
insolvency resolu-
tion proceedings to
conclude with are-
solutionplanisquitehigh, lerasa-
1d. On a positive note, suspension
of fresh proceedings for one year
would ensure relief for firms that
are severely impacted by the Co-
vid-19 pandemic and are unable to
meet payments to their creditors.
But if the severity of the pande-
mic were to increase, then there
could be a sudden surge in cases
‘beingreferredunder the IBC after
the one-year period, Icra said.



