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The Insolvency and Bankruptey Code (IBC), 2016, revolutionized India’s financial restructuring landscape by consolidating
insolvency laws into a single framework. However, procedural inefficiencies, prolonged case resolution timelines, and the burden of
manual compliance continue to hinder its effectiveness. Digital compliance, through technologies such as blockchain, artificial
intelligence, and e-filing systems, offers a promising solution to these bottlenecks. By antomating compliance processes, enhancing
transparency, and improving efficiency, digital transformation aligns with global best practices seen in jurisdictions like the U.S.
and the European Union. Blockchain can provide a tamper-proof record of insolvency proceedings, Al can aid in predictive
analytics for case resolution, and digital signatures can facilitate seamless document verification. While India’s regulatory landscape,
including the I'T Act, 2000, and IBC, offers a foundational legal framework for digital compliance, significant regulatory
adaptations are required to ensure cybersecurity, data privacy, and stakeholder inclusivity. The transition to a digital insolvency
Sframework presents both opportunities and challenges, necessitating infrastructure investment, legal clarity, and stakeholder
preparedness. As India advances toward digitized insolvency procedures, the successful implementation of digital compliance within
the IBC framework will determine its readiness to enhance efficiency, reduce delays, and align with international insolvency

standards.
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INTRODUCTION TO THE IBC AND DIGITAL TRANSFORMATION

The Insolvency and Bankruptcy Code (IBC), which was enacted in 2016, marked the beginning
of a transformational era for corporate and financial legislation in India with the introduction of
a uniform law governing the efficient management of insolvency and bankruptcy. As the
cornerstone of India's financial reforms, the IBC has worked to improve the resolution process
for companies facing financial difficulties, assist in reducing non-performing assets, and
encourage creditor interest to foster an environment that is conducive to investment and
growth.! By merging previously disparate insolvency laws into a single comprehensive code,
the IBC attempted to address a fundamental ill of Indian economics i.e. long-overdue but
ineffective debt recovery procedures, which occasionally result in a sluggish credit flow and

even reluctance to invest in businesses.2

Improvement aside, the IBC faces critical operational difficulties that do not allow its complete
potential to unfold. The major reasons for the vast number of cases are procedural delays, lack
of transparency, and the requirement for manual compliance. These are major bottlenecks for
speed and efficiency in an effective insolvency system.?> According to recent statistics, the
average resolution time remains longer than the intended 180-day period, and unresolved cases
under the IBC have resulted in extremely significant administrative expenditures. All parties
involved are impacted by its slow pace: creditors who experience postponed recovery, debtors
who endure prolonged uncertainty, and courts and bankruptcy experts who are overworked.
These restrictions necessitate immediate revisions, and the field of digital compliance holds a

key solution.*

Digital compliance makes use of high technologies, such as blockchain, artificial intelligence,

and e-filing systems, especially digital signatures, to automate the processes so that compliance

! Insolvency and Bankruptcy Board of India (Insolvency Resolution Process for Corporate Persons) Regulations
2016,s7

2 Insolvency and Bankruptcy Code 2016, s 12

3 Swiss Ribbons Pvt Ltd v Union of India (2019) SCC OnLine SC 73

4 National Company Law Tribunal (Amendment) Rules 2020, s 2
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becomes completely transparent, accurate, and efficient in the practices related to regulation.’
Digital compliance embraces a wide range of activities, from the electronic filing of petitions and
monitoring real-time cases to the employment of artificial intelligence in predictive analytics
and risk assessment. Against the IBC, digital compliance can address a host of inefficiencies. For
instance, automation can help offset paperwork time-consuming; online tracking allows
stakeholders instant access to case updates, while blockchain is used for protection from
tampering, which ensures reliability and access to all proceedings. With regard to digital
compliance within the insolvency framework, many developed economies worldwide have
achieved uniformity- especially in highly regulated jurisdictions, such as in the United States
and the European Union. The Electronic Signatures in Global and National Commerce Act of
the United States legally validates electronic records and electronic signatures and establishes a
favourable environment that encourages the e-filing and monitoring of compliance with legal
and financial.® The General Data Protection Regulation, within the European Union, enforces
data protection by strict rules where the system complies strictly with user's rights concerning

privacy and sensitive data.”

For India, digital compliance under the IBC offers an opportunity and a challenge. The
possibility of efficiency and transparency through digital compliance aligns with the
government's agenda for digital transformation under initiatives like Digital India. The question
remains whether India's legal, technological, and infrastructural systems are ready for such a
transition. In other words, if successful implementation leads to effective compliance that is safe
then it should necessarily involve significant regulations, significant stakeholder buy-ins and

significant investments into more advanced technologies.?

5 ‘Pre-Packaged Insolvency Resolution Process’ (Insolvency and Bankruptcy Board of India, 09 August 2021)
<https:/ /www.ibbi.govin/uploads/whatsnew /a650764a464bc60fe330bce464d5607d.pdf> accessed 08 October
2024

¢ Innoventive Industries Ltd v ICICI Bank (2018) 1 SCC 407

7 Pre-Packaged Insolvency Resolution Process (n 5)

8 Law Commission, Insolvency and Bankruptcy (Law Com No 262, 2017)

395



MISHRA ET AL.: DIGITISING COMPLIANCE IN THE IBC FRAMEWORK: ARE WE READY?

In-depth into the IBC system dimensions of digital compliance - this would involve its benefits
and detriments - and examining its readiness for India would further help answer the essay

question: Is India ready for digital compliance in the IBC framework?®
THE NECESSITY OF DIGITAL COMPLIANCE IN THE IBC FRAMEWORK

With increasing interdependence among businesses and an ever-changing economic landscape,
an efficient framework of insolvency in place is necessary to ensure the stability of the financial
system. The Insolvency and Bankruptcy Code, therefore, was designed in light of systemic
inadequacies in India's previous insolvency laws that would provide a structured platform to
creditors and debtors alike for resolving financial distress. Despite the success stories, IBC's
operation suffers from considerable procedural delays, heavy case backlog, and regulatory
requirements. Again, a digital compliance process is sought after to make its functioning easier

and less inefficient and bring IBC onto the international standard of regulation.!®

A strong reason to introduce digital compliance within the IBC framework is to reduce the
pendency of cases. As per recent reports, the NCLT is now heavily loaded with pending cases,
wherein many cases have remained pending for years due to procedural inefficiencies. The
original timeline in the IBC was 180 days. It was further extended to 270 days.!! Practically, cases
take even more time because compliance remains manual. Delays arise from long
documentation processes and administrative bottlenecks!?. A digitally compliant system can
automate most routine compliance functions, ensure faster submission and processing of
documents, and reduce average case resolution time. In addition to the above, under IBC,
compliance is a multi-step affair.!® This involves filing for insolvency petitions and claiming
verification and meetings for creditors and other stakeholders involved in the process. Since
most of these processes often require manual submission of documents and physical
verifications, hearings have to be conducted physically. As such, it leads to manifold time delays

and resource utilization. Digital compliance tools such as e-filing portals, electronic verification

9 Essar Steel Ltd v Satish Kumar Gupta (2019) 2 SCC 1

10 Ministry of Finance, Economic Survey 2020-21 (2021)

1 Insolvency Law Review Committee, Report of the Insolvency Law Review Committee (2018)
12 K Sashidhar v Indian Overseas Bank (2019) 3 SCR 845

13 [bid
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systems, and Al-based document analysis could remove these redundancies, making this
process far more efficient while leaving time for the insolvency professional to focus more on

making those critical decisions rather than running around handling paperwork.4

As an example, for a digital system that could make an immediate submission coupled with
digital verification through e-signature, all these tasks related to making a manual or physical
submission and going through lengthy paperwork processing need not be repeated. Therefore,
this transparency is the most promising factor for a digital approach toward compliance. The
insolvency process involves parties with diverse interests, including creditors, debtors,
insolvency professionals, and regulatory bodies.!®> The lack of a transparent system typically

results in conflicts, inconsistent data, and disputes that breed mistrust among the stakeholders.

A shared, tamper-proof ledger of all transactions and actions taken during the insolvency
process can be achieved through digital compliance tools like blockchain, allowing only
authorized stakeholders to access a single version of the truth. For instance, a blockchain-based
system may record every decision, every payment, and every claim in real-time to leave an
immutable record, hence increasing accountability and the likelihood of disputes. Across the
world, digital compliance has emerged as a solution to challenges similar to those the insolvency
frameworks face in other jurisdictions. For instance, in the United Kingdom, there is an
integration of digital systems that permit the filing of cases online, and there is the ability to
track cases in real time. This online interface has reduced procedural delay to a bare minimum
whilst all stakeholders will have straight access to case statuses and updates. Another example
of success was the United States Bankruptcy Courts Electronic Case Files (ECF). This optimized
court's workflow as digital filing is coupled with effective management in handling its papers,
creating an efficient management system on cases. These international cases not only accelerate
the speed of resolution but also allow for greater transparency, accountability, and accessibility

for end-users.16

14 Insolvency and Bankruptcy Code (Amendment) Act 2020, s 4
15 Jaypee Infratech Ltd v Axis Bank Ltd (2020) 8 SCC 401
16 Committee of Creditors of Essar Steel India Limited v Satish Kumar Gupta (2019) 10 SCC 1
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The Indian case holds special significance as it looks at digital compliance in an IBC framework
against the backdrop of an active push of the government to make this country more digital
under various initiatives such as Digital India.'” As government services more and more,
citizens and businesses alike become accustomed to the use of digital interfaces. An
implementation of this technological shift would imply regulatory compliance ensured by
embedding technology into the IBC, enabling both parties to access the data on insolvency
proceedings, file documents and verify information online.!® This digital infrastructure would
close the accessibility gap between stakeholders across diverse regions, fostering a more
inclusive and efficient IBC framework. Such a shift toward digital compliance is no longer just

about adopting technology; it represents a comprehensive transformation.

The reform should be supported by the regulatory authority; the practitioners who are
representatives of the insolvency institutions would have to be made conscious, and
infrastructures will be required to be ready for the same.'® This will demand that the
stakeholders be prepared for how to work with the digital platforms so that their compliance
systems in the digital form will be user-friendly and accessible to all without taking into

consideration their technical know-how.20

There are, therefore, multiple driving factors: the pressing need to eliminate procedural delays,
the growing demand for enhanced transparency and accountability, and the emphasis on
promoting inclusivity in the compliance process. All these can be facilitated with the adoption
of digital compliance within the IBC framework. However, this transformation is done with a
concerted effort that creates a robust digital infrastructure, establishes regulatory guidelines,
and builds stakeholder readiness —challenges that have to be addressed to make the reality of

digital compliance within the IBC work.?!

17 Arcelor Mittal India Pot Ltd v Satish Kumar Gupta (2019) 2 SCC 1

18 Bank of New York Mellon v Zenith Infotech Ltd (2017) 5 SCC 1

19 “Frequently Asked Questions on The Insolvency and Bankruptcy Code, 2016” (Insolvency and Bankruptcy Board of
India, 02 August 2022) <https:/ /ibbi.govin/uploads/publication/6adaf64e3d3221399cfcda795de38a23.pdf>
accessed 17 October 2024

20 Binani Industries Ltd v Bank of Baroda (2018) SCC OnLine NCLAT 565

2 IDBI Bank Ltd v Jaypee Infratech Ltd (2020) 8 SCC 401
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LEGAL FRAMEWORK AND REGULATORY READINESS FOR DIGITAL COMPLIANCE

A move toward digital compliance within the IBC framework is as much about advanced
technology as it is about the legal and regulatory framework accommodating the process of
digital transactions without undermining security, privacy, or reliability. In India, various laws
are already in place, providing a preliminary framework for digital compliance, but it will be
necessary to have substantial adjustments and updates in the existing legal system for a robust

digital compliance environment in insolvency cases.??

India's Information Technology Act of 2000 gives legislative backup to electronic records, digital
signatures, and online transactions within a digital compliance system, allowing for electronic
filing, the verification of documents, and data sharing. As an example, the IT Act gives
legitimacy to digital documents under the law as they are considered legally admissible in courts
under similar conditions as equivalent paper-based records. This is particularly crucial for
insolvency cases, where compliance would necessitate detailed documentation, including filing
petitions, submitting claims, and authenticating financial statements.?? Section 5 of the IT Act?
provides for the recognition of electronic signatures, which may help implement secure and
legally enforceable e-filing systems within the IBC ecosystem with the assurance that all

submissions will be verified and traceable.?>

The Indian Evidence Act, 1872 also accepts electronic records in courts, but only under certain
conditions, such as data authenticity and integrity. This is important in cases of insolvency,
where documents are mostly used as evidence in court. This would enable electronic submission
of claims by creditors, transaction histories, and financial disclosures that could be admissible
in court proceedings, which would allow parties to send and verify compliance documents
using electronic means. Even at the evidence stage, electronic records could become admissible

under section 65B of the Indian Evidence Act?, provided they met certain certification

22 Lodha Developers Ltd v M/s Krishna Hometex Pvt Ltd (2021) SCC OnLine NCLAT 96

2 Anuj Jain Interim Resolution Professional for Jaypee Infratech Limited v Axis Bank Limited (2020) 8 SCC 401
24 Information Technology Act 2000, s 5

% Asset Reconstruction Company (India) Ltd v Bishal Jaiswal (2021) 2 SCC 401

26 Indian Evidence Act 1872, s 65B
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requirements. This can be a transparent, seamless, and accountable digital compliance system

where the records are archived and accessed safely by relevant stakeholders.

With such supportive provisions, however, the IBC itself has no direct guidelines or mandates
on what the specified leadership of digital compliance will be. The ambiguity arising from a lack
of clear guidelines or mandates about standardized protocols for data security, cyber risk
management, or interoperability in any digital platform is the source of this vague
implementation. With a growing trend of digitalized insolvency proceedings, the absence of a
regulatory framework that would guarantee data protection, accessibility, and privacy
constitutes an essential challenge.?’, for example, it remains unclear whether the use of digital
signatures is specific to insolvency proceedings or how data should be processed on a
blockchain, as well as what cybersecurity protocols ought to be in place when handling sensitive
financial information. This ensures that the digital compliance system of the IBC framework

remains secure and consistent and maintains data integrity.?®

Indian regulatory framework has comparatively considerable scope for improvement than those
of international standards. For example, in the United States, there is the Electronic Signatures
in Global and National Commerce Act, which provides full coverage on the enforceability of
electronic signatures and records. This applies within the legal, financial, and corporate circles.
Before digital signatures can be validly recognized under the act, there must be certain
conditions that are fulfilled. This is because there has to be a constant legal basis that can be
relied on by the parties to the electronic transactions. Besides electronic case management
systems, like Bankruptcy Courts Electronic Case Files (ECF) has been adopted by U.S.
bankruptcy courts with which standardized digital filings made the generation of a single
repository for all court documents; therefore, much more accessible and transparent. It's thus
possible that by comparing standardisation, India can make sure that the digital tools at its

disposal under IBC are both legally enforceable and user-friendly.?

27 Rajendra K Bhutta v Maharashtra Housing and Area Development Authority (2020) 13 SCC 208
28 Insolvency and Bankruptcy Board of India, Annual Report 2020-2021 (2021)
29 Vidarbha Industries Power Ltd v Axis Bank Ltd (2022) SCC OnLine SC 841
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Therefore, the European Union GDPR would become a new benchmark for India in this matter,
particularly regarding data privacy and security. The control measures under the GDPR over
collection, storage, and processing make the regulations highly relevant in terms of digital
compliance in the IBC framework since financial information, though intangible, has sensitive
undertones. The IBC can follow provisions such as GDPR to protect stakeholders' rights in cases
of insolvency, as this reflects transparency and accountability in data management. Embedding
the principles of GDPR-based data protection within the IBC can be a saviour to access, misuse,
and cyber threats as the confidence of stakeholders increases in becoming more reliant on the

digital world's system of compliance.3

Addressing cybersecurity would further strengthen the legal preparedness of India under the
IBC concerning digital compliance. Cybersecurity is of the highest importance in digital
compliance since cases of insolvency involve sensitive financial information, business data, and
confidential communications between creditors and debtors.3! Strong cybersecurity measures
would prevent digital systems from hacking, data breaches, and unauthorized access that can
compromise the integrity of the insolvency proceedings. For offenses committed through cyber
means, the Information Technology (Amendment) Act, 2008, provides its cover.?? For the IBC,
sectoral cybersecurity guidance that gives prominence to data encryption, controls over access,
and time-to-time auditing on compliance platforms for digital systems is of utmost importance
to bring the financial information into secured protection that would have gone out otherwise

from such entities.33

Achieving digital compliance under the IBC ecosystem would have to be a collaborative effort
among regulatory authorities, insolvency professionals, and technology providers.
Institutionalizing a standardized digital compliance platform across cases would increase
efficiency, consistency, and regulatory oversight. This platform may be supported with a portal
for e-filing centralized by the Insolvency and Bankruptcy Board of India (IBBI), blockchain-

based tracking systems, and Al-driven compliance analytics. In this context, the role of IBBI

30 Frequently Asked Questions on The Insolvency and Bankruptcy Code, 2016 (n 19)

31 Pioneer Urban Land and Infrastructure Ltd v Union of India (2019) 8 SCC 416

32 Insolvency and Bankruptcy Code (Amendment) Act 2019, s 2

3 Narender Kumar, Key to Insolvency and Bankruptcy Code Practice and Procedures (2nd edn, LexisNexis 2024)
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would be paramount in the creation of regulatory standards, digital training programs for
insolvency professionals, data security protocol, and building a safe yet accessible framework
of digital compliance.3* Therefore, although India already has an existing legal architecture for
a beginning towards its digital compliance under the IBC, significant changes in it will be
required before it gains success. For embedding the IBC into digital compliance, more than
technological infrastructure, it would also need a sound regulatory structure to incorporate and
include all issues related to data protection, cybersecurity and the enforcement of digital
documents. Drawing from global best practices, India can now craft a legally robust and secure

digital compliance system, that will meet the demands of the modern insolvency ecosystem.

ADVANTAGES AND CHALLENGES OF DIGITAL COMPLIANCE IN THE IBC
FRAMEWORK

The drive toward digital compliance in the IBC framework aims at some of the most vital issues
in India's insolvency and bankruptcy process, such as delay, lack of transparency, and
administrative overhead. Technology-driven tools of compliance would change the entire IBC
framework in a deep sense related to efficiency, data transparency, and stakeholder
accountability.3> However, despite its high potential benefits, the changeover is full of
intricacies, including cybersecurity risk, legal uncertainty, and adaptability of the concerned
stakeholders. This section is divided into the multi-sided benefits and challenges of carrying out
digital compliance within the framework of IBC, taking into account the associated legal

considerations and the preparedness of India's regulatory as well as technological ecosystem.
ADVANTAGES OF DIGITAL COMPLIANCE UNDER THE IBC FRAMEWORK

1. Efficiency and Time Optimization in Case Resolution: One of the most compelling
advantages of digital compliance is that it can streamline insolvency procedures, thereby saving
a lot of time with case resolution. The traditional compliance process involves processing
considerable paper volume, manual verifications, and all in-person filings, which could push

the timeline way beyond the IBC's allegedly targeted resolution period of 180 days. Many of

34 The Directorate of Enforcement v Sh Manoj Kumar Agarwal and Ors. (2022) SCC OnLine NCLAT 95
3 SBI v V Ramakrishnan (2018) 17 SCC 394.
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these bottlenecks can be eradicated by using digital tools such as e-filing systems, automated
document verification, and digital signatures, which will provide faster submissions, real-time

access to documents, and efficient case tracking.3¢

For instance, using a central e-filing portal, insolvency professionals, creditors, and debtors
would be able to file documents, track the status of the case, and retrieve relevant information
from anywhere in the world. This follows the model of systems, for example, in the U.S.
Bankruptcy Courts' Electronic Case Files, which have substantially reduced administrative
burdens by giving a centralized, accessible, and efficient digital filing of bankruptcy cases. With
the same kind of digital system, IBC in India may create a more efficient process of insolvency
by minimizing overhead administrative costs. In addition, provisions under the Information
Technology Act, 2000 on electronic records and digital signatures provide the basic legal

framework that enables such e-filing and verification systems to be implemented.3”

2. Increased Transparency and Accountability: Transparency is one of the most important
issues in insolvency proceedings. Many times, it is a crossroads of different stakeholders'
interests, including creditors, debtors, and insolvency professionals.3¥ Digital compliance
systems can bring transparency by having a real-time tamper-proof record of all transactions,
submissions, and decisions occurring in the insolvency process. Technologies like blockchain
can act as an immutable ledger where every action related to the insolvency proceeding is

recorded, and information is available to all authorized stakeholders.3?

Blockchain can provide an immutability record of the transactions, which may cut down on
disputes and, therefore, risks of fraud. A blockchain-based legally compliant record would also
achieve data integrity requirements under Section 65B of the Indian Evidence Act, 1872, which

admits electronic records as evidence if their authenticity and integrity can be verified. Such

36 Ibid

37 Information Technology Act 2000, s 5

38 Dharmendra Kumar v Kotak Mahindra Bank (2020) 8 SCC 401

39 Kridhan Infrastructure Put Ltd v Venkatesan Sankaranarayan (2020) SCC OnLine NCLAT 624
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transparent systems within the IBC framework would reduce the possibility of conflict, protect

against data manipulation, and render the insolvency process more accountant-like.4

3. Cost Savings for Stakeholders: Digital compliance decreases costs to stakeholders about
administrative and operational processes of the insolvency case. The processes in such
insolvency cases are not just resource-intensive but very paper-dependent, from printing out
and storing documents to making verification visits and using couriers. By migrating to digital
platforms, the IBC framework can reduce these costs for many of them, lowering the total cost
to creditors, debtors, and insolvency professionals. The savings from digital compliance are clear
in several jurisdictions: for instance, research into e-filing systems in both the United Kingdom
and the United States has revealed lower costs of operations due to routine procedures being

automated with reduced physical documentation needs.

Access and affordability by all parties- including small creditors and local firms- will determine
the success of cost-reduction initiatives.#! The government can subsidize or provide grants to
fund the digital infrastructure needed by smaller entities to ensure accessibility. Furthermore,
an affordable, cost-effective solution and implementation would require defined norms and
standardization under IBC, which may be permissible and directed by rule authorities like IBBI,

among others.
DIGITAL COMPLIANCE CHALLENGES IN THE IBC FRAMEWORK

1. Cybersecurity and Data Privacy Concerns: This has raised concerns that need very careful
consideration: cyber threats and data privacy. Since information related to any insolvency case
involves highly confidential data concerning finance, personal lives, and internal
communications of the parties to such cases, this makes the digital compliance ecosystem very
vulnerable to hacking, data breaches, or unauthorized access. All of these would defeat the
object of insolvency proceedings. All such financial loss and damage to reputation would haunt

the parties concerned in such proceedings.*?

40 Ibid
41 Ruchi Soya Industries Ltd v Union Bank of India (2020) SCC OnLine SC 1131
42 Frequently Asked Questions on The Insolvency and Bankruptcy Code, 2016 (n 19)
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Only these can be achieved through acceptable compliance with data privacy and cybersecurity
standards similar to those the European Union calls General Data Protection Regulation,
requiring strict data protection measures, such as data encryption and access control, and
mandate breach notifications. In India, certain aspects of cyber offenses are dealt with under the
Information Technology (Amendment) Act 2008, but for the IBC, sector-specific cybersecurity
guidelines would be the need of the hour that would demand robust security measures, regular
audits, and access control mechanisms for digital compliance platforms. The proposed Personal
Data Protection Bill in India, when enacted, could further add to the cause by making clear

protocols for handling personal data within digital compliance systems.

2. Legal Ambiguities and Regulatory Gaps: One of the major impediments to digital
compliance within the IBC framework lies in the lack of legal prescriptions that provide detailed
mandates for the use of modern technologies in insolvency proceedings. Although the IT Act,
20004 and the Indian Evidence Act, 18724 offer preliminary frameworks for electronic records
and digital signatures, they do not address the specific demand for digital compliance in cases
of insolvency. For example, the blockchain-based records and the Al-based decision-making
processes and predictive analytics have yet to be confirmed since no protocols have been set that

govern how such an application would occur in the IBC.45

Conversely, in the United States, there is a more defined law of Electronic Signatures in Global
and National Commerce Act for electronic signatures and records, and their legality would be
established, hence being valid and enforceable digitally. This means the IBC needs some
amendment or supplementary regulation to be able to regulate the legal status of the digital
records, a standard for electronic compliance tools, and accountability protocols whenever
technology providers are involved. Meanwhile, the IBBI can coordinate with experts on
technologies and lawyers to draw up the regulatory framework delineating what is permissible

and acceptable regarding the use of digital tools in insolvency.

4 The Information Technology Act 2000
4 The Indian Evidence Act 1872
4 Alchemist Asset Reconstruction Company Ltd v Hotel Gaudavan Put Ltd (2018) 16 SCC 94
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3. Technological and Infrastructural Readiness: As the success of digital compliance under IBC
would completely depend on the technological infrastructure possessing a high data volume
with real-time processing and access and safe access to different stakeholders, the digital
infrastructure of India varies vastly region-wise and smaller towns or rural areas are lacking
many features of access to higher speeds of internet, digital apparatus, and technical knowhow.
This inequality stands in the way of digital compliance, mainly for those small creditors, rural
debtors, and regional insolvency professionals who have limited abilities to interact with digital
systems. For this reason, the government would wish to consider digital literacy programs,
provisions for subsidies for digital devices, and infrastructure investment to make sure that all
stakeholders across the board can have fair access to digital compliance platforms. More so, the
IBBI and all other regulatory authorities would be inclined to have regional support centres that
provide training and technical assistance to stakeholders not necessarily digitally savvy. This

might help create an ecosystem even more inclusive for digital compliance.4¢

The advantages and challenges in digital compliance in the IBC framework indicate a vast play
in balancing innovation with regulation. While digital compliance comes with numerous
benefits such as high efficiency, transparency, and cost savings, the same transition to a digital
ecosystem for a secure and fair process in insolvency involves the risk of cybersecurity, legal
ambiguity, and infrastructural disparities. India can tap into the potential of digital compliance
for the IBC framework by establishing clear legal guidelines, robust cybersecurity measures, and

easily accessible digital infrastructure to bring it more in tune with international best practices.*

TECHNOLOGICAL INNOVATIONS AND FUTURE PROSPECTS IN DIGITAL
COMPLIANCE FOR THE IBC FRAMEWORK

This is enormous, considering India is moving toward a more integrated and digital economy;
therefore, the prospect of technological innovations redefining compliance within the IBC
framework is huge. Emerging technologies such as blockchain, artificial intelligence, and digital
signatures are not only revolutionizing traditional compliance processes but also opening new

paradigms of efficiency, transparency, and security. Yet for all this, it has to develop a suitable

46 Insolvency and Bankruptcy Board of India (Liquidation Process) Regulations 2016, s 4
47 Embassy Property Developments Pvt Ltd v State of Karnataka (2020) SCC OnLine SC 46
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enabling regulatory regime and necessary infrastructure that enables secure, scalable, and
accessible digital compliance. The following pages highlight key technological changes that
would fundamentally shift compliance under the IBC and associated legal issues around the
technologies involved and a view on a digitally empowered ecosystem in insolvency in India

shortly.48
BLOCKCHAIN TECHNOLOGY FOR TRANSPARENCY AND DATA INTEGRITY

This allows blockchain technology to produce a decentralized, tamper-proof ledger system that
records all the transactions across multiple nodes and prevents alteration of the data in any way
almost without consensus from the involved participants. In the case of the IBC, the
implementation of blockchain could become effective in ensuring all elements of data integrity
and security are guaranteed throughout the whole insolvency process for enhanced
transparency. All actions taken in the case can be recorded, from the filing of petitions up to
claims of creditors and final asset distribution, in a blockchain-based system, hence recording

this in an immutable ledger and making it available for those authorized to see it.

Blockchain's capability of giving openness is particularly useful for an insolvency case wherein
questions of authenticity, fair division, and procedural equity about claim authenticity, assets'
division, and procedure always prevail. A single tamper-proof record will be established and
accessible to all creditors, debtors, and insolvency practitioners to reduce fraud situations and
data manipulation, which will also help in establishing trust among relevant stakeholders.
Blockchain will also support Section 65B of the Indian Evidence Act, 1872, as it supports the
provision for admissibility in evidence of electronic records while they are verified for
authenticity of the same records. The inherent security of blockchain fulfills these requirements,
thus making it a legally robust solution for electronic record-keeping in the context of insolvency

cases.

However, its application in the IBC would call for specific legal and regulatory guidelines. India
does not have any specific legislation relating to blockchain technology in the legal processes.

Thus, there is uncertainty about its enforceability in insolvency cases. To fill up these gaps,

48 Insolvency and Bankruptcy Board of India (Voluntary Liquidation Process) Regulations 2017, s 5
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regulatory bodies may change regulations that define use cases of blockchain for record-
keeping, including the protection of data and how issues or disputes are resolved within a
blockchain network. On top of that, laws under IBC must be updated on how blockchain records

should be classified and admitted validly in court as proof during insolvency.*

DEPLOYMENT OF ARTIFICIAL INTELLIGENCE IN PREDICTIVE ANALYSIS AND
AUTOMATION

Al can transform digital compliance within the IBC framework by automating time-consuming
activities, providing large-scale analyses of data, and predictive insights that help guide
decision-making. Tools designed using Al can support insolvency professionals looking at
indicators of financial distress, predicting outcomes, reviewing documents, and compliance
checks. For example, Al algorithms trained on historical insolvency data can predict the
likelihood of recovery for different types of cases and help insolvency professionals prioritize

high-impact cases and resource allocation.>

Predictive analysis is another useful application of Al in insolvency proceedings. Analyzing
trends in insolvency cases, Al can forecast potential risks and suggest proactive measures to
prevent case backlogs or identify cases at risk of non-compliance. For instance, if Al determines
patterns of delay in particular types of cases, regulatory authorities can take preemptive steps
to add more resources or institute reforms targeted at simplifying the processes. Secondly, Al
will also help automate the generation of documents through the extraction and analysis of
information contained in large volumes of documents associated with cases. Such processes will

reduce the amount of time and effort wasted on compliance checks and verifications.

While it offers many benefits, the integration of Al within the IBC framework would raise
complicated legal questions surrounding accountability, transparency, and ethical use. In
particular, in cases where such decisions through Al influence outcomes, it is necessary to
develop oversight and accountability mechanisms. The legal frameworks should also determine

the scope of the role of Al in decision-making, the standards of transparency in Al-generated

49 Rajputana Properties Pvt Ltd v Ultratech Cement Ltd (2020) 5 SCC 219
50 Insolvency and Bankruptcy Code (Amendment) Act 2018, s 3
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predictions, and the rights of the stakeholders to challenge or review decisions made by Al
Rules could be established by regulatory authorities requiring transparency in the Al
algorithms, disclosing data sources and the criteria adopted by the Al systems while making
decisions in cases of insolvency. Lastly, the legal framework should clearly outline issues of
liability so that insolvency professionals remain liable for decisions made while assisted by Al

rather than transferring sole liability to an automated system.5!
DIGITAL SIGNATURES AND E-VERIFICATION FOR SECURE COMPLIANCE

An efficient, secure digital compliance infrastructure comprises digital signatures and electronic
verification systems. Digital signatures act as an authentication mechanism that verifies who is
signing a legal document, thus making their signature secure, verifiable, and legally binding.
The application of digital signatures in an IBC framework will also help provide security while

e-filing compliance documents by insolvency professionals, creditors, and debtors.

India accords legitimacy to digital signatures through the Information Technology Act, 2000.52
Such a foundation can be relied upon to base the use of digital signatures in the insolvency
procedures. Mandating the use of digital signatures on all documents that are e-filed under the
IBC framework can eliminate tampering, and traceability, and a secure environment for the
exchange of documents. In the case of multi-party arrangements, for instance, creditor consent
documents and agreements on asset dispositions, digital signatures are in the capacity to make

the easier things between parties to sign electronically and reduce their need to meet or sign in

paper.

However, the government and the regulatory authorities must provide cheap and accessible
digital signature solutions, especially for smaller creditors and debtors who may not have the
technical resources to interact with advanced e-verification tools. Legal provisions must also be
made on protocols for handling disputes over digital signatures, including verification

standards, signature revocation procedures, and liability considerations for fraudulent

51 McDowell Holdings Ltd v Union of India (2020) 11 SCC 183
52 Information Technology Act 2000, s
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signatures. With these legal protections, India will be able to build a safe and all-inclusive e-

verification system within the IBC framework.>3
SMART CONTRACTS FOR AUTOMATED COMPLIANCE

Smart contracts are self-executing smart contracts with the terms of the agreement written
directly as code. This is innovative as it ensures automated compliance within the IBC
framework. These contracts can be automatically enforced by triggering actions after certain
conditions have been met. For example, a smart contract can be created to auto-transact assets
to the creditors once all the approvals required have been received; thereby, no manual
processing and thus at least a minimum of mistakes will be there. This way, smart contracts may
be used to enhance the efficiency of the insolvency process very highly since they can automate
complex compliance actions like creditor voting, the process of distributing payments, and
tracking milestones. Smart contracts can also include compliance rules in the contract, ensuring
that all parties respect the agreed terms and reducing the possibility of potential disputes and
misinterpretations. On the other hand, the introduction of smart contracts within the IBC would
demand legal recognition that they are enforceable and rules defining the mechanisms for

dispute resolution where these contracts fail to execute as designed.>*

Amendments in IBC can establish the place of a self-executing contract in law, express measures
of validity and invalidity of a smart contract as well as protocols about dispute-resolution arising
from autonomous execution. Regulatory bodies can collaborate with IT specialists to establish
secure coding standards for such smart contracts to avoid being susceptible to tamper and

fraudulence.
NEXT STEPS AND ROAD TO DIGITAL COMPLIANCE

Although digital compliance for the IBC framework appears to be in a good place, technological,
legal, and infrastructural hurdles would need a multifaceted approach. Toward achieving a fully

digital compliance ecosystem, the central digital infrastructure in India would be able to

5 Frequently Asked Questions on The Insolvency and Bankruptcy Code, 2016 (n 19)
54 bid
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generate capabilities for high data volumes, secure access controls, and real-time updates of
cases. This would be the infrastructure, which will comprise a national e-filing portal,
blockchain-based data tracking systems, and cloud storage for secure document management,

regulated and monitored by the Insolvency and Bankruptcy Board of India.>®

Another prerequisite to a successful adoption of digital compliance is capacity building and
stakeholder training. Insolvency practitioners, creditors, and debtors will have to be trained
about digital tools, online access and usage, and digital implications of compliance.
Government-sponsored training programs and technical support centers are going to be in high
demand for the needs of capacity building and digital literacy by various stakeholders in a

digital compliance system.

Regulatory reform is important to set up a legally viable framework for digital compliance.
Further amending the IBC to define the permissible scope of blockchain, Al, digital signatures,
and smart contracts would further enable India to have a firm legal base for the development of
digital compliance. Moreover, cooperation between IBBI, technology experts and legal
professionals would help it to evolve the regulatory guidelines that would ensure data
protection, cybersecurity, accountability and transparency in the digital ecosystem of
compliance. The effective implementation of digital compliance in the IBC framework will
depend upon the balance of technological innovations with regulatory oversight in which the
digital ecosystem of compliance is secure, inclusive and accessible to all the stakeholders
involved. This journey by India towards digital transformation might be well reflected in the
model of a completely digital framework of IBC for other sectors. Technology has now been
empowered to show better regulatory compliance, more transparency, and better economic

stability.5¢
CONCLUSION

India's decision to go digital for its Insolvency and Bankruptcy Code initiates a transformative

journey for reshaping the insolvency scenario of the nation with prospects of becoming a game

55 RBI v State Bank of India (2018) SCC OnLine SC 1142
56 Ananda Chemicals Ltd v Union Bank of India (2021) SCC OnLine SC 96
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changer in the global world of digital evolution. It means much more than a technology upgrade:
a shift to digital compliance signifies India's commitment to a nimble, transparent, and
accessible system built on the values of the new digital economy. Incorporating technologies
such as blockchain, artificial intelligence, and e-verification into the IBC framework helps to
address the long-standing issues of delay and inefficiency caused by a lack of transparency
across all stakeholders in the financial ecosystem. One of the most important advantages of the
IBC structure is digital compliance, which may bring the most radical improvements in

transparency and accountability.

The digitally integrated system will provide case information on the spot for creditors, debtors,
and insolvency practitioners and make secure records through blockchain besides making better
communication and documentation processes. For instance, in a blockchain-based system, each
transaction, petition, and claim will be recorded on a tamper-proof ledger accessible to
authorized parties. High levels of transparency facilitate trust among the parties, thus making
the process predictable and less confrontational. The potential for automation and predictive
analytics by Al can further improve case management and minimize procedural delays so that
the target 180-day resolution timeline can be achieved more consistently. The cost benefits come
from the shift to digital compliance. Digital compliance reduces the requirement for physical
processes, paperwork, and in-person hearings, so it reduces administrative overhead in
allowing professionals to focus more on substantive decision-making. These savings benefit
stakeholders in the spectrum, from big corporations to small creditors, and ultimately contribute
to a more robust and resilient financial ecosystem. But other than adopting the technologies,
these will require an enabling and supportive regulatory environment, quite extensive

cybersecurity measures, and intense capacity building on the stakeholders' side.

Digital compliance with IBC requires clear regulations that permit data security, information
privacy, and the possibility to enforce legality in terms of digital records. This requires the IBBI
and experts in technology and lawyers to establish standards that assure integrity in digital
records but also avoid leakage of sensitive financial data from cyber threats. Capacity building
is important since it will allow all the stakeholders, including the smallest creditors and rural

professionals, to feel confident in their access to the digital compliance system. Accessible

412



JUS CORPUS LAW JOURNAL, VOL. 5, ISSUE 2, DECEMBER — FEBRUARY 2025

training programs, regional support centers, and affordable digital tools are some of the ways
through which the digital divide will be bridged, and tools for compliance will be made effective
and inclusive. It is the commitment of India toward digital compliance within IBC that not only
moves a step forward for insolvency proceedings but also has a significant stride in the evolution
of the nation. India sets an example here as a model for regulatory innovation, combining

technology with justice, security, and economic stability.

Perhaps this will spark a revolution across more sectors and nations, encouraging the adoption
of similar frameworks to establish India as a leading force in digital governance. In the long run,
as India digitizes compliance, it would send the message that technological innovation is a
catalyst for regulatory excellence and would prepare the way for a future where the
transparency, efficiency, and inclusivity that the nation demands will be the hallmarks of its

economic fabric.
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