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Abstract

Due to everchanging environment, firms have to face many difficulties. Survival is a big 
question before the firms during this pandemic. Since 2019 there are so many companies 
which are referred to NCLT for the insolvency proceedings. Covid -19 effects a lot on the 
Indian economy. Just because of this, day by day many companies are stepped towards 
bankruptcy. It is very difficult for the Indian Firms to avoid bankruptcy situation. Every 
firm, whether it is small, medium and large, needs finance for the fulfilment of its day to 
day activities. During this pandemic, firms are unable to fulfilled its working capital 
requirements. To fulfil working capital requirements is a measure problem for the Indian 
firms. So, number of cases which admitted to NCLT Benches for insolvency proceedings 
are increasing day by day. This study will be useful to check the impact of Covid 19 on 
Indian firms. This study is also very useful for various stakeholders like Government, 
companies, Income tax authorities.

Introduction 

In India insolvency cases are solved according to Insolvency and bankruptcy code 2016. 
Before 2016, there was no single regime for bankruptcy cases and it took long time to 
declare a company as bankrupt. To solve this problem, Indian government decides to have 
single regime to solve insolvency cases. Bankruptcy code is a single solution to solve the 
problem of insolvency cases. Before this, it was a very lengthy procedure. It has 255 
sections and 11 schedules.

There are 14 benches of NCLT to solve the insolvency cases

1. Ahmedabad bench

2. Allahabad bench

3. Amaravati bench

4. Bangalore bench

5. Chandigarh bench

6. Chennai bench
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7. Cuttack bench

8. Guwahati bench

9. Hyderabad bench

10. Indore bench 

11. Jaipur bench

12. Kochi bench

13. Kolkata bench

14. Mumbai bench

Literature Review

Bagntasarian (2019) reveals the underlying dynamics between the capital buffer and bank 
performance in EU-27 countries. Akaruzzaman (2019) studied the comparison of bank 
performance, bank profitability and possibility of bankruptcy in the banking sector of 
selected three countries (Finland, China, Bangladesh). Sharma (2019) studied the first ten 
companies which were referred by the Reserve bank of India for insolvency proceedings 
under Insolvency and bankruptcy code 2016.Soni(2019) analysed the financial distress in 
selected public sector undertakings by applying them Z score model of bankruptcy 
prediction. 

Objective of study 

1.To find out the impact of COVID 19 on the Indian Firms

2. To study the insolvency resolution process of Indian firms.

Research Methodology

Values of Z- score of financial distress firms are calculated. Z-score values are calculated 
by using five financial ratios of the companies for the last five years. The data collection 
in the present study is done by secondary sources. Data are collected through the 
balanced sheet of Indian firms and through the official site of NCLT.

Insolvency Resolution Process

First of all, application is submitted to the NCLT when default is committed. Application 
can be submitted by financial creditor, operational creditor and corporate debtor. It 
depends upon the NCLT whether to accept the application or to reject the application.
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Date of admission of case – when application is accepted by the NCLT.

Appoint of Interim Resolution Professional - After accepting the application of 
insolvency, NCLT appoint the Interim Resolution Professional and then he announces in 
the public newspaper about the insolvency of the company.

Formation of Committee of creditors – Then committee of creditors are formed and in its 
first meeting it is decided by the committee to whom to appoint Resolution professional.  
Either to appoint new resolution professional or continue with same Interim Resolution 
Professional.

Preparation of Information Memorandum – After that Resolution professional prepares 
the information memorandum and resolution plan are proposed by the creditors. If it is 
approved by the 66% majority of creditors, it is forwarded to NCLT. It depends upon the 
NCLT whether to approve that resolution plan or not. If NCLT is satisfied with the 
resolution plan, NCLT approved the resolution plan and proceed with the plan. If NCLT 
dissatisfied with the plan NCLT reject the resolution plan.

During this pandemic period, there are more than 1000 companies which are referred to 
14 NCLT benches for insolvency proceedings. Around 500 companies filed their cases in 
NCLT Delhi bench.

Companies which referred to NCLT benches for insolvency proceedings during this 
pandemic period
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Through Z- score, it can be predicted by the company that it will be going to bankrupt in near 
about future. Higher the value of Z-Score lesser the chances of bankruptcy of the company. 
But during this pandemic the companies whose value of Z- Score are high, still these 
companies admitted to the NCLT Benches for insolvency. This shows that COVID 19 effects 
a lot in industrial growth and many healthy firms are converting into bankrupt firms just due 
to this pandemic.

These are the values of Z-score of Bhushan Energy Ltd (Industry: Power Generation & 
Supply)  

These Z- Score values shows that the company has positive value of z-score but COVID 19 
converts these values of Z-Score into negative values. These shows that Covid19 is a main 
factor for insolvencies of the Indian firms.

Unitech Machines Ltd (Industry:Electric Equipment)
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These values of Unitech Machines show that in the year value of z-score is 2.88. The value of 
Z-score in the year 2018 is 2.12. But in 2019-year, initial year of COVID the value starts 
declining. This shows that just due to Covid 19 Unitech Machines Ltd is referred to the 
NCLT Delhi for insolvency proceedings.

These are values of Z-Score of some Indian firms which are admitted to NCLT for insolvency 
proceedings in the year 2019.

Findings

1 Most of the companies which referred to NCLT for insolvency proceedings after 2018 
were running well. Still they are admitted for insolvency proceedings just due to this 
pandemic.

2. Financial Ratios of Companies which referred to NCLT after 2018 are significantly 
good before the time period of this pandemic.

3. Value of Z- Score starts declining during this pandemic. Higher the value of Z-Score 
lesser the chances of Bankruptcy.

Conclusion 

Since 2019 there are so many companies which are referred to NCLT for the insolvency 
proceedings. Covid -19 effects a lot on the Indian economy. Just because of this, day by 
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day many companies are stepped towards bankruptcy. It is very difficult for the Indian 
Firms to avoid bankruptcy situation.
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