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Concept of Winding Up

Winding up refers to the legal process of closing down a company,
where its existence is brought to an end. During this process:

* Assets are collected and sold
* Liabilities are paid off
* Remaining surplus (if any) is distributed among shareholders

After completion, the company is dissolved and ceases to exist as a
legal entity.
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Modes of Winding Up

Under company law and IBC framework, winding up can broadly occur through:
1. Compulsory Winding Up (by Tribunal)

* Ordered by National Company Law Tribunal (NCLT)

Grounds include:

* Inability to pay debts

* Fraudulent conduct

* Acting against sovereignty or public interest

2. Voluntary Winding Up

* Initiated by members or creditors

* Company decides to wind up itself

Note: After IBC, voluntary winding up is governed by IBC provisions.
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Winding Up under Insolvency and Bankruptcy
Code, 2016

IBC introduced a time-bound insolvency resolution process. If resolution fails, liquidation (winding up) follows.
A. Corporate Insolvency Resolution Process (CIRP)

Key Features:

Initiated by:

* Financial creditor

* Operational creditor

e Corporate debtor

Time limit:

* 180 days (extendable to 330 days max)

Moratorium:

* Legal actions against company are stayed



B. Liquidation (Winding Up under IBC)
If CIRP fails, company goes into liquidation.

Process:

* Appointment of Liquidator

* Formation of Liquidation Estate
* Sale of assets

e Distribution of proceeds



C. Waterfall Mechanism (Section 53)
Order of payment:

* Insolvency resolution costs

e Secured creditors & workmen dues
* Employees’ wages

* Unsecured creditors
 Government dues

e Shareholders



D. Voluntary Liquidation under IBC
* Initiated by solvent company
Requires:

* Declaration of solvency

 Special resolution

* Liquidator appointed

* Assets realized and distributed



IBC & 3fdvId JHTIA

IBC, 2016 - Uth THISG WohdT AN D1 5 |

A. HIAIRC feaTferara= FH1e™ UfehaT (CIRP)
. I (AT o Ihd &

- fodig @GR

- R dHeR

. HUHI WY

JHY IIT:

- 180 & (31femdw 330 fA)

ARCINTH:

. SO R IH BT HRaATS AP ¢ ol &




B. URTHTH (Liguidation)
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C. HIIdld DI UTYTHHdT (Waterfall Mechanism)
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Key Differences: Winding Up vs Liquidation

* Winding up = broader concept
* Liquidation = process of asset realization

* Winding Up = U Ufchar

e Liquidation = Tyl 9= &1 Ufchar




Conclusion (fEIEI’TEf)

IBC has modernized and accelerated the winding-up framework by:
* Ensuring time-bound resolution
* Protecting creditor interests

* Promoting business recovery over closure
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