
Govt may tweak 
IBC to factor in 
climate change

RUCHIKA CHITRAVANSHI 

New Delhi, 29 April 

T
he government is contemplat-
ing changes to the Insolvency 
and Bankruptcy Code (IBC) to 
deal with environmental 

claims and liabilities of defaulting  
companies to make the law future-
ready and meet climate action goals, 
sources told Business Standard. 

Currently, the IBC has various cate-
gories of claims and creditors, including 
those related to environmental liabil-
ities. Experts, however, pointed out that 
it did not provide for any special treat-
ment for such liabilities which were 
treated as ordinary trade liabilities. 

“To integrate environmental goals 
with the IBC may require developing 
fresh guidelines. The matter needs 
more discussion — who should adju-
dicate environmental claims, what cost 
they should assign to it, whether to liq-
uidate or resolve a polluting company, 
etc,” the source said. 

Globally, a discussion has recently 
begun on integrating climate action 
with insolvency processes by a  
12-member working group formed by 
the World Bank, INSOL International, 
and the International Insolvency 
Institute earlier this year. 

“This is a present challenge, not  
something in the future. There is a 
growth in the number of people filing 

claims out of environmental impact. 
We also need to discuss what class of 
creditors should these claims fall and 
what priority would they get. We have 
prepared a problem paper and now we 
are working on the solutions,” said 
Sumant Batra, president, Insolvency 
Law Academy and member of the 
World Bank working group.  
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GETTING FUTURE-READY
> World Bank 
working group 
studying climate 
action and 
insolvencies 

> Process could 
require an 
environmental 
trustee or adjudicator 
to see such claims 

Environmental claims might need  
to be embedded in law

> Risks from climate change to 
businesses and vice versa need  
to be taken into account
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Experts see a need to 
align insolvency laws 
with global action  
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wise struggle to afford them.” 
The fund aims to catalyse 
growth for domestic telecom 
companies, the official added. 

The rapidly evolving land-
scape of telecom technology, 
where innovations have 
increasingly shorter shelf 
lives, also underscores the 
need for such a fund. 
Moreover, stringent and 
changing standards, escalat-

ing R&D costs, and concerns 
around security, privacy and 
legal compliance further 
accentuate the requirement 
for indigenous solutions. 
There is also the matter of 
reducing overreliance on for-
eign technology. 

Discussions with stake-
holders have outlined plans 
to establish an independent 
entity under the Universal 
Service Obligation Fund, or 
USOF, to implement the TPF. 
(USOF aims to provide wide-
spread and non-discrimina-
tory access to affordable 
quality telecom services.) 

The proposed TPF aligns 
with India's broader initia-
tives in technology develop-
ment, one of them being the 
Indian Semiconductor 
Mission. Under this mission, 
the government has, for 
instance, procured expensive 
electronic design automa-
tion, or EDA, tools in bulk 
from global players such as 
Cadence and Synopsys, and 
made them available to over 
140 universities and colleges 
for free.  

IBC... 
As countries move towards 
the COP28 goals, businesses 
could face transition risk, 
which could lead to insolven-
cies. Climate events, such as 
tsunami and wildfires, can 
lead to companies filing for 
bankruptcies. 

At the same time, experts 
said there is also a debate on 
whether companies that are 
adding to environmental 
damage be rescued through 
insolvency regime or be liqui-
dated. For instance, if a coal 
company goes into insolven-
cy, then the IBC needs to take 
a view whether it should be 
resolved and be allowed to 
continue the same practice or 
insist on change of technology 
as part of the resolution 
process. 

“There needs to be accept-
ability that this could destroy 
value. Financial distress 
would mean companies 
defaulting on their environ-
mental obligations. Claims 
around the environment need 
to be embedded in law,” said 
Dinkar Venkatsubramanian, 
partner, EY India. 

Batra suggested that at the 
stage of approval of the plan 
itself, an environmental body 
should be involved. “The 
committee of creditors may 
have the commercial wisdom 
but not the expertise to deal 
with climate change issues.” 

Among regulators, in July 
2023, Securities and Exchange 
Board of India (Sebi) intro-
duced the Business 
Responsibility and 
Sustainability Reporting for top 
1000 listed companies. Experts 
said that while other regulators 
may take cue from Sebi to for-
mulate similar responsibilities, 
balancing environmental con-
cerns with economic impera-
tives poses a significant chal-
lenge for regulators. 

Dinesh Arora, partner and 
deals leader at PwC India, said 
striking the right equilibrium 
between fostering green prac-
tices and facilitating econom-
ic recovery requires nuanced 
policymaking and a thorough 
understanding of industry 
dynamics. 

Very hard:  
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